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7KLV GLVVHUWDWLRQ H[SORUHV WKH LQKHULWDQFH RI VRFLDO FDSLWDO EHWZHHQ LQFXPEHQW ILUPV
DQG FRUSRUDWH VSLQ�RIIV GXULQJ WKH VSLQ�RIIV¶ LQLWLDO GHYHORSPHQW SKDVH� :H VHW RXW
WR HODERUDWH WKH VRFLDO FDSLWDO DQG VSLQ�RII WKHRU\ E\ LQYHVWLJDWLQJ WKH WKH VRFLDO
FDSLWDO LQKHULWDQFH SURFHVV DQG DVVHVVLQJ LWV LPSDFW RQ VSLQ�RIIV¶ UHVRXUFH DFTXLVL�
WLRQ�

:H GHYHORS D WKHRUHWLFDO PRGHO RI VRFLDO FDSLWDO LQKHULWDQFH DQG UHVRXUFH FR�
RSWDWLRQ� 7KH WKHRUHWLFDO SURSRVLWLRQV DUH WHVWHG E\ FRUUHODWLRQ DQDO\VLV� PXOWLSOH
UHJUHVVLRQ DQDO\VLV� DQDO\VLV RI YDULDQFH DQG SDWK DQDO\VLV� 7KH VDPSOH FRQVLVWV RI
��� ILUPV� LQFOXGLQJ �� FRUSRUDWH VSLQ�RIIV� 'DWD ZDV FROOHFWHG LQ ���� E\ PHDQV
RI D PDLO VXUYH\ RI FRPSDQLHV FUHDWHG LQ 6ZLW]HUODQG EHWZHHQ ���� DQG ���� LQ
KLJK WHFKQRORJ\ VHFWRUV�

:H ILQG WKDW FRUSRUDWH VSLQ�RIIV LQKHULW VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSD�
QLHV ZKHQ WKH\ DUH FUHDWHG LQ LQGXVWULDOO\ RU WHFKQRORJLFDOO\ UHODWHG EXVLQHVV DUHDV�
6RFLDO FDSLWDO LQKHULWDQFH DOORZV VSLQ�RIIV WR FR�RSW UHVRXUFHV IURP WKH QHWZRUN
LQ WKHLU HDUO\ VWDJHV RI GHYHORSPHQW� WKXV KHOSLQJ WKHP RYHUFRPH WKH OLDELOLW\ RI
QHZQHVV� )XUWKHUPRUH� ZH ILQG WKDW PRWKHU FRPSDQLHV SOD\ DQ LPSRUWDQW UROH LQ
SURYLGLQJ VSLQ�RIIV ZLWK UHVRXUFHV� )LQDOO\� ZH ILQG VLJQLILFDQW GLIIHUHQFHV LQ WKH
GHYHORSPHQW RI ILUP�OHYHO VRFLDO FDSLWDO LQ WKH HDUO\ VWDJHV RI VSLQ�RIIV DQG GH QRYR
VWDUW�XSV� ZKHUH VSLQ�RIIV UHO\ KHDYLO\ RQ WKH LQKHULWDQFH SURFHVV� GH QRYR VWDUW�XSV
GHULYH WKHLU HDUO\ ILUP�OHYHO VRFLDO FDSLWDO IURP WKHLU IRXQGHUV¶ H[SHULHQFHV�

7KLV VWXG\ FRQWULEXWHV WR WKH OLWHUDWXUH RQ VRFLDO FDSLWDO E\ LQWURGXFLQJ DQG GH�
YHORSLQJ WKH FRQFHSW RI VRFLDO FDSLWDO LQKHULWDQFH DQG LWV DQWHFHGHQWV� :H DOVR EULQJ
WKHRUHWLFDO DQG HPSLULFDO DUJXPHQWV WR WKH GLVFXVVLRQ RQ WKH UHVRXUFH DFTXLVLWLRQ
LPSDFW RI VRFLDO FDSLWDO� 0DQDJHULDO LPSOLFDWLRQV DUH GLVFXVVHG LQ WKH IRUP RI GLI�
IHUHQW VWUDWHJLHV IRU OHYHUDJLQJ VRFLDO FDSLWDO DV D VSLQ�RII DQG DV D GH QRYR VWDUW�XS�
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, ZLVK WR H[WHQGP\ GHHSHVW JUDWLWXGH WRP\ WKHVLV VXSHUYLVRU� 3URIHVVRU 3LD$UHQLXV�
ZKR JXLGHGPH WKURXJK WKH GLIILFXOW SURFHVV RI ZULWLQJ WKLV ZRUN DQGZKR VWXFNZLWK
PH WKURXJK WLPHV RI GRXEW� :LWKRXW KHU LQVLJKW� GHWHUPLQDWLRQ DQG DYDLODELOLW\ WR
GLVFXVV DQG GLUHFW P\ VWXG\� WKLV WKHVLV ZRXOG QHYHU KDYH EHHQ FRPSOHWHG�

0\ WKDQNV JR DOVR WR P\ RSSRQHQW� 3URIHVVRU %DUW &ODU\VVH� &KDLU LQ (QWUHSUH�
QHXUVKLS DW WKH ,PSHULDO &ROOHJH /RQGRQ �8.� DQG WR P\ SUH�H[DPLQRUV� 3URIHVVRU
$QQDOHHQD 3DUKDQNDQJDV RI WKH 8QLYHUVLW\ RI ,OOLQRLV DW &KLFDJR� &ROOHJH RI %XVL�
QHVV $GPLQLVWUDWLRQ �86$�� DQG 3URIHVVRU 5Rࡇ JQYDOGXU 6 PXQGVVRQ� RI WKH 5H\N�
MDYLN 8QLYHUVLW\ 6FKRRO RI %XVLQHVV �,FHODQG�� IRU WDNLQJ WKH WLPH WR UHYLHZ DQG
FRPPHQW RQ P\ ZRUN�

, ZRXOG DOVR OLNH WR WKDQN DOO WKH UHVSRQGHQWV ZKR WRRN VRPH RI WKHLU YDOXDEOH
WLPH WR DQVZHU P\ VXUYH\�

, DP LQGHEWHG WR 3URIHVVRU %HUQDUG 6XUOHPRQW DQG 'U� )DEULFH 3LUQD\� RI WKH
&HQWHU RI (QWUHSUHQHXUVKLS DQG 60( 5HVHDUFK RI WKH 8QLYHUVLW\ RI /LqJH� IRU ILUVW
VSDUNLQJP\ LQWHUHVW LQ VWUDWHJLFPDQDJHPHQW UHVHDUFK DQG WKH ILHOG RI HQWUHSUHQHXU�
VKLS ZKHQ , ZDV ZULWLQJ P\ HQJLQHHU¶V GLVVHUWDWLRQ� 7KHLU LQVSLUDWLRQ HQFRXUDJHG
PH WR HPEDUN RQ WKLV GRFWRUDO MRXUQH\�

7KDQN \RX DOVR WR 3URIHVVRUV %HQRvW /HOHX[� *HRUJHV +DRXU DQG 7KLHUU\ 9ROHU\
IRU RIIHULQJ PH WKH RSSRUWXQLW\ WR SDUWLFLSDWH LQ WKUHH HGLWLRQV RI WKH *OREDO (Q�
WUHSUHQHXUVKLS 0RQLWRU 6ZLW]HUODQG UHSRUW DQG JLYLQJ PH P\ ILUVW WDVWH RI VHULRXV
UHVHDUFK� , DP JUDWHIXO WR 3URIHVVRUV &ROLQ -RKQVRQ DQG )UpGpULF 1OHPYR DQG WR
+pOqQH:DFTXLHU IRU D IDVFLQDWLQJ UHVHDUFK SURMHFW RQ HQWUHSUHQHXULDO ILQDQFH LQ WKH
KRVSLWDOLW\ LQGXVWU\�

7KLV VWXG\ UHFHLYHG SDUWLDO IXQGLQJ IURP WKH 3DLOODUG DQG )HUQDQG /D]DUG IRXQ�
GDWLRQV�

2Q D PRUH SHUVRQDO QRWH� , ZLVK DOVR WR H[SUHVV P\ WKDQNIXOQHVV WR P\ IULHQGV
$QGUpV *DU]yQ� 0DUFR /DORV DQG .ULVWLDQ 6XQG� IRU KHOSLQJ NHHS WKLQJV LQ SHU�
VSHFWLYH�

%HIRUH FORVLQJ� , ZRXOG OLNH WR WKDQN P\ IDPLO\ IRU WKHLU VXSSRUW DQG WR H[SUHVV
P\ ORYLQJ WKDQNV WR P\ ZLIH 'RPLQLTXH� ZKR VWRRG E\ PH DQG OLYHG ZLWK WKLV
SURMHFW IRU PDQ\ ORQJ \HDUV� 7KLV ZRXOG QRW KDYH EHHQ SRVVLEOH ZLWKRXW \RX�

/RQGRQ� �� $SULO �����
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��� %DFNJURXQG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

����� 6RFLDO FDSLWDO DQG LWV VRXUFHV � � � � � � � � � � � � � � � ��
����� 5HVHDUFK JDS � � � � � � � � � � � � � � � � � � � � � � � ��

��� 5HVHDUFK 4XHVWLRQV � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� 6FRSH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� 0HWKRG � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� 6WUXFWXUH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

, 7+(25< ��

� /,7(5$785( 5(9,(: ��
��� 6RFLDO &DSLWDO � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

����� ,QWURGXFWLRQ � � � � � � � � � � � � � � � � � � � � � � � � ��
����� 'HILQLQJ VRFLDO FDSLWDO � � � � � � � � � � � � � � � � � � ��
����� /HYHOV RI VRFLDO FDSLWDO � � � � � � � � � � � � � � � � � � ��
����� 6WUDWHJLHV IRU GHYHORSLQJ VRFLDO FDSLWDO � � � � � � � � � ��
����� 5HODWHG WKHRULHV DQG FRQFHSWV � � � � � � � � � � � � � � ��
����� (FRQRPLF EHQHILWV RI VRFLDO FDSLWDO � � � � � � � � � � � ��

��� 6SLQ�RIIV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
����� 'HILQLWLRQ RI VSLQ�RIIV � � � � � � � � � � � � � � � � � � ��
����� $QWHFHGHQWV RI VSLQ�RII IRUPDWLRQ � � � � � � � � � � � � ��
����� 'HYHORSPHQW SDWKV RI VSLQ�RIIV � � � � � � � � � � � � � ��
����� (FRQRPLF EHQHILWV RI VSLQ�RIIV � � � � � � � � � � � � � � ��

� 02'(/ ��
��� 0RGHO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� +\SRWKHVHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

����� ,QKHULWDQFH RI VRFLDO FDSLWDO � � � � � � � � � � � � � � � ��
����� 5HVRXUFH FR�RSWDWLRQ � � � � � � � � � � � � � � � � � � � ��
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� 0(7+2' ��
��� 2SHUDWLRQDOL]DWLRQV � � � � � � � � � � � � � � � � � � � � � � � � � ��

����� &RUSRUDWH VSLQ�RIIV � � � � � � � � � � � � � � � � � � � � ��
����� ,QKHULWHG VRFLDO FDSLWDO � � � � � � � � � � � � � � � � � � ��
����� )RXQGHU H[SHULHQFH � � � � � � � � � � � � � � � � � � � � ��
����� 5HVRXUFH FR�RSWDWLRQ � � � � � � � � � � � � � � � � � � � ��
����� 5HODWHGQHVV � � � � � � � � � � � � � � � � � � � � � � � � ��
����� 0RWKHU FRPSDQ\ VXSSRUW � � � � � � � � � � � � � � � � � ��
����� )RXQGHUV¶ \HDUV DW WKH PRWKHU FRPSDQ\ � � � � � � � � � ��
����� 2ZQHUVKLS VWDNH RI PRWKHU FRPSDQ\ � � � � � � � � � � ��

��� 'DWD &ROOHFWLRQ � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
����� ,GHQWLI\LQJ WKH VDPSOH � � � � � � � � � � � � � � � � � � ��
����� ,QVWUXPHQW � � � � � � � � � � � � � � � � � � � � � � � � � ��

��� 6WDWLVWLFDO $QDO\VLV � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� 'HVFULSWLYH 6WDWLVWLFV � � � � � � � � � � � � � � � � � � � � � � � � ��

����� 5HVSRQVH UDWH � � � � � � � � � � � � � � � � � � � � � � � ��
����� 'HPRJUDSKLF FKDUDFWHULVWLFV � � � � � � � � � � � � � � � ��

��� 9DOLGLW\ RI 0HDVXUHPHQWV � � � � � � � � � � � � � � � � � � � � � ��
��� %LDV 7HVWV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���

����� 1RQ�UHVSRQVH ELDV � � � � � � � � � � � � � � � � � � � � � ���
����� /DQJXDJH ELDV � � � � � � � � � � � � � � � � � � � � � � � ���
����� 5HVSRQVH PHGLXP ELDV � � � � � � � � � � � � � � � � � � ���

��� $VVXPSWLRQV 9DOLGDWLRQ � � � � � � � � � � � � � � � � � � � � � � ���
����� 0XOWLFROOLQHDULW\ � � � � � � � � � � � � � � � � � � � � � ���
����� 3URSHU VSHFLILFDWLRQ � � � � � � � � � � � � � � � � � � � � ���
����� 6DPSOH VL]H � � � � � � � � � � � � � � � � � � � � � � � � ���

� 5(68/76 ���
��� &RUUHODWLRQ DQDO\VLV RI PRGHO YDULDEOHV � � � � � � � � � � � � � � ���
��� $QDO\VLV RI LQGLYLGXDO K\SRWKHVHV � � � � � � � � � � � � � � � � � ���

����� $QWHFHGHQWV RI VRFLDO FDSLWDO LQKHULWDQFH � � � � � � � � ���
����� )RXQGHU H[SHULHQFH � � � � � � � � � � � � � � � � � � � � ���
����� ,QKHULWHG VRFLDO FDSLWDO DQG QHWZRUN UHVRXUFH FR�RSWDWLRQ ���
����� &RQWURO YDULDEOH� &RPSDQ\ DJH � � � � � � � � � � � � � ���
����� ,QGLYLGXDO K\SRWKHVHV WHVWV� &RQFOXVLRQV � � � � � � � � ���

��� 3DWK $QDO\VLV� 0RGHOV � � � � � � � � � � � � � � � � � � � � � � � ���
����� 3DWK DQDO\VLV� PRGHO � � � � � � � � � � � � � � � � � � � ���
����� 3DWK DQDO\VLV� PRGHO � � � � � � � � � � � � � � � � � � � ���



����� 3DWK DQDO\VHV� &RQFOXVLRQV � � � � � � � � � � � � � � � � ���

� &21&/86,216 ���
��� &RQFOXVLRQV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���

����� ,QKHULWDQFH RI VRFLDO FDSLWDO � � � � � � � � � � � � � � � ���
����� 6RFLDO FDSLWDO LQKHULWDQFH DQG UHVRXUFH DFTXLVLWLRQ � � � ���

��� 7KHRUHWLFDO LPSOLFDWLRQV � � � � � � � � � � � � � � � � � � � � � � ���
��� 0DQDJHULDO LPSOLFDWLRQV � � � � � � � � � � � � � � � � � � � � � � ���
��� /LPLWDWLRQV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���

����� 6DPSOH VL]H � � � � � � � � � � � � � � � � � � � � � � � � ���
����� ,QGXVWULDO� RUJDQL]DWLRQDO DQG JHRJUDSKLF VFRSH � � � � � ���
����� 5HWURVSHFWLYH ELDV � � � � � � � � � � � � � � � � � � � � � ���
����� 6LQJOH UHVSRQGHQWV DQG FRPPRQ PHWKRG ELDV � � � � � � ���
����� ([WHUQDO SHUVSHFWLYH � � � � � � � � � � � � � � � � � � � ���

��� )XUWKHU UHVHDUFK � � � � � � � � � � � � � � � � � � � � � � � � � � � ���

5()(5(1&(6 ���



/LVW RI 7DEOHV

��� 2YHUDOO VDPSOH� QXPEHU RI FRUSRUDWH DQG DFDGHPLF VSLQ�RIIV DQG GH
QRYR VWDUW�XSV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

��� 2YHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV� LQGXVWU\ GLVWULEXWLRQ � � � � � ��
��� 2YHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV� FRPSDQ\ DJH GLVWULEXWLRQ � � ��
��� 5HVSRQVH PHGLXP� RYHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV � � � � � � ��
��� &RQVWUXFW UHOLDELOLW\ �&URQEDFK¶V DOSKD� � � � � � � � � � � � � � � � � ��
��� &RQVWUXFW UHOLDELOLW\ �-|UHVNRJ¶V UKR� � � � � � � � � � � � � � � � � � � ��
��� ()$� WRWDO YDULDQFH H[SODLQHG � � � � � � � � � � � � � � � � � � � � � � ���
��� ()$� URWDWHG FRPSRQHQW PDWUL[ � � � � � � � � � � � � � � � � � � � � � ���
��� $129$� UHVSRQVH GDWHV � � � � � � � � � � � � � � � � � � � � � � � � ���
���� $129$� UHVSRQVH ODQJXDJH � � � � � � � � � � � � � � � � � � � � � � ���
���� $129$� UHVSRQVH PHGLXP � � � � � � � � � � � � � � � � � � � � � � � ���
���� ([RJHQRXV YDULDEOH FRUUHODWLRQV � � � � � � � � � � � � � � � � � � � � ���
���� 7ROHUDQFH DQG 9DULDQFH ,QIODWLRQ )DFWRUV RI H[RJHQRXV YDULDEOHV� � � ���
���� 3RVW�KRF VWDWLVWLFDO SRZHU RI PXOWLSOH UHJUHVVLRQV � � � � � � � � � � � ���

��� 0RGHO YDULDEOH FRUUHODWLRQV � � � � � � � � � � � � � � � � � � � � � � � ���
��� 5HJUHVVLRQ� DQWHFHGHQWV RI LQKHULWHG VWUXFWXUDO VRFLDO FDSLWDO � � � � � ���
��� 5HJUHVVLRQ� DQWHFHGHQWV RI LQKHULWHG UHODWLRQDO VRFLDO FDSLWDO � � � � � ���
��� 5HJUHVVLRQ� DQWHFHGHQWV RI PRWKHU FRPSDQ\ VXSSRUW � � � � � � � � � ���
��� $129$� WRWDO VRFLDO FDSLWDO RI VSLQ�RIIV DQG GH QRYR VWDUW�XSV � � � � ���
��� $129$� H[SHULHQFH RI VSLQ�RII DQG GH QRYR VWDUW�XS IRXQGHUV � � � � ���
��� 5HJUHVVLRQ� GH QRYR VWDUW�XS IRXQGHU H[SHULHQFH −→ WRWDO VWUXFWXUDO

VRFLDO FDSLWDO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
��� 5HJUHVVLRQ� GH QRYR VWDUW�XS IRXQGHU H[SHULHQFH −→ VWURQJ QHWZRUN

WLHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
��� 5HJUHVVLRQ� VSLQ�RII IRXQGHU H[SHULHQFH −→ WRWDO VWUXFWXUDO VRFLDO

FDSLWDO � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
���� 5HJUHVVLRQ� VSLQ�RII IRXQGHU H[SHULHQFH −→ VWURQJ QHWZRUN WLHV � � ���
���� 5HJUHVVLRQ� VRFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ � � � ���
���� 5HJUHVVLRQ� VRFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV � � ���
���� 5HJUHVVLRQ� PRWKHU FRPSDQ\ VXSSRUW −→ PRWKHU FRPSDQ\ UHVRXUFH

FR�RSWDWLRQ TXDQWLW\ � � � � � � � � � � � � � � � � � � � � � � � � � � � ���



���� 5HJUHVVLRQ� PRWKHU FRPSDQ\ VXSSRUW −→ PRWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ FKHDSQHVV � � � � � � � � � � � � � � � � � � � � � � � � � � ���

���� &RQWURO UHJUHVVLRQ� FRPSDQ\ DJH −→ HQGRJHQRXV PRGHO YDULDEOHV � ���
���� 0RGHO �� UHJUHVVLRQ HVWLPDWHV � � � � � � � � � � � � � � � � � � � � � ���
���� 0RGHO �� DVVHVVPHQW RI QRUPDOLW\ � � � � � � � � � � � � � � � � � � � ���
���� 0RGHO �� REVHUYDWLRQV IDUWKHVW IURP WKH FHQWURLG �0DKDODQRELV GLVWDQFH����
���� 0RGHO �� ERRWVWUDS FRQILGHQFH LQWHUYDOV� VWDQGDUGL]HG UHJUHVVLRQ HVWL�

PDWHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
���� 0RGHO �� UHJUHVVLRQ HVWLPDWHV � � � � � � � � � � � � � � � � � � � � � ���
���� 0RGHO �� DVVHVVPHQW RI QRUPDOLW\ � � � � � � � � � � � � � � � � � � � ���
���� 0RGHO �� REVHUYDWLRQV IDUWKHVW IURP WKH FHQWURLG �0DKDODQRELV GLVWDQFH����
���� 0RGHO �� ERRWVWUDS FRQILGHQFH LQWHUYDOV� VWDQGDUGL]HG UHJUHVVLRQ HVWL�

PDWHV � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���



/LVW RI )LJXUHV

��� 6WUXFWXUH RI WKH GLVVHUWDWLRQ � � � � � � � � � � � � � � � � � � � � � � � ��

��� 2XWVWDQGLQJ REOLJDWLRQV� LQGLYLGXDO�OHYHO VRFLDO FDSLWDO DQG HQYLURQ�
PHQW WUXVWZRUWKLQHVV � � � � � � � � � � � � � � � � � � � � � � � � � � ��

��� 1HWZRUN FORVXUH � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��
��� 6WUXFWXUDO KROHV DQG ZHDN WLHV � � � � � � � � � � � � � � � � � � � � � ��
��� 7LH UHGXQGDQF\ � � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

��� 7KHRUHWLFDO PRGHO � � � � � � � � � � � � � � � � � � � � � � � � � � � � ��

��� 2YHUDOO VDPSOH� GLVWULEXWLRQ RI UHVSRQVH GDWHV � � � � � � � � � � � � � ���

��� 3DWK DQDO\VLV PRGHO � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
��� 3DWK DQDO\VLV PRGHO � � � � � � � � � � � � � � � � � � � � � � � � � � � ���

��� &RQFOXVLRQ PRGHO � � � � � � � � � � � � � � � � � � � � � � � � � � � � ���
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� ,1752'8&7,21

7KH SXUSRVH RI WKLV FKDSWHU ZLOO EH WR SURYLGH VRPH EDFNJURXQG LQIRUPDWLRQ RQ WKH
ILHOG RI UHVHDUFK DQG WR LGHQWLI\ WKH UHVHDUFK JDS DQG REMHFWLYHV� :H ZLOO GLVFXVV
WKH VFRSH DQG OLPLWDWLRQV RI WKLV VWXG\� GHVFULEH WKH FKRVHQ UHVHDUFK PHWKRG� DQG
FRQFOXGH ZLWK DQ RYHUYLHZ RI WKH VWUXFWXUH RI WKH GLVVHUWDWLRQ�

��� %DFNJURXQG

����� 6RFLDO FDSLWDO DQG LWV VRXUFHV

'HILQLWLRQV RI VRFLDO FDSLWDO DERXQG LQ WKH OLWHUDWXUH� 7KH JHQHUDO FRQFHSW LV WKDW
VRFLDO UHODWLRQV HQJHQGHU D FHUWDLQ DPRXQW RI JRRGZLOO �$GOHU DQG.ZRQ� ������ DQG
WKDW WKLV JRRGZLOO LV YDOXDEOH IRU D YDULHW\ RI SXUSRVHV� VXFK DV REWDLQLQJ UHVRXUFHV
DQG LQIRUPDWLRQ �6WDUU DQG 0DF0LOODQ� ������ VSRWWLQJ RSSRUWXQLWLHV �%XUW� �����
RU LQFUHDVLQJ ILUP OHJLWLPDF\ �6WXDUW HW DO�� ������

)RU WKH SXUSRVHV RI WKLV VWXG\� VRFLDO FDSLWDO ZLOO EH GHILQHG DV WKH VXP RI UH�
VRXUFHV HPEHGGHG ZLWKLQ� DQG DFFHVVLEOH WKURXJK WKH QHWZRUN RI UHODWLRQVKLSV HV�
WDEOLVKHG E\ DQ LQGLYLGXDO RU RUJDQL]DWLRQ �1DKDSLHW DQG*KRVKDO� ������ /LNH WKHVH
DXWKRUV� ZH FRQVLGHU WKUHH GLPHQVLRQV ZLWKLQ WKH FRQFHSW RI VRFLDO FDSLWDO� ��� WKH
VWUXFWXUDO GLPHQVLRQ� ��� WKH UHODWLRQDO GLPHQVLRQ DQG ��� WKH FRJQLWLYH GLPHQVLRQ�

7KH VWUXFWXUDO GLPHQVLRQ RI VRFLDO FDSLWDO UHIHUV WR WKH FRQILJXUDWLRQ RI QHWZRUN
WLHV EHWZHHQ DFWRUV� H�J� SUHVHQFH RU DEVHQFH RI WLHV �6FRWW� ������ H[WHQVLW\ RI WKH
QHWZRUN �/LQ HW DO�� ����� RU ZKHWKHU WLHV FUHDWHG IRU RQH SXUSRVH FDQ EH UHXVHG
IRU DQRWKHU �&ROHPDQ� ������ 7KH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO FRYHUV
WKH DVVHWV HPEHGGHG ZLWKLQ LQGLYLGXDO WLHV� VXFK DV IRU H[DPSOH WUXVWZRUWKLQHVV
�)XNX\DPD� ������ OHJLWLPDF\ �'HOPDU DQG 6KDQH� ����� RU REOLJDWLRQV DQG H[�
SHFWDWLRQV �&ROHPDQ� ������ )LQDOO\� WKH FRJQLWLYH GLPHQVLRQ UHIHUV WR VKDUHG UHS�
UHVHQWDWLRQV DQG V\VWHPV RI PHDQLQJ� DOORZLQJ EHWWHU XQGHUVWDQGLQJ EHWZHHQ DFWRUV
�1DKDSLHW DQG *KRVKDO� ������

:H ZLOO DGRSW DQ H[WHUQDO SHUVSHFWLYH RQ VRFLDO FDSLWDO� ,Q RWKHU ZRUGV� ZH ZLOO
FRQFHQWUDWH RQ VRFLDO FDSLWDO EHWZHHQ FRPSDQLHV� DV RSSRVHG WR DQ LQWHUQDO SHU�
VSHFWLYH ZKLFK ZRXOG LPSO\ IRFXVLQJ RQ VRFLDO FDSLWDO EHWZHHQ XQLWV RU LQGLYLGXDOV
ZLWKLQ D VLQJOH FRPSDQ\� )RU WKLV UHDVRQ� ZH ZLOO OLPLW RXU VWXG\ HVVHQWLDOO\ WR WKH
VWUXFWXUDO DQG UHODWLRQDO GLPHQVLRQV RI VRFLDO FDSLWDO DQG OHDYH DVLGH WKH FRJQLWLYH
GLPHQVLRQ� ZKLFK LV PRUH UHOHYDQW LQ DQ LQWHUQDO SHUVSHFWLYH�



��

7KHUH DUH GLIIHUHQW DFFRXQWV RI KRZ VRFLDO FDSLWDO RULJLQDWHV� &ROHPDQ ������
SODFHV LW LQ WKH LQWHUFRQQHFWHGQHVV� RU FORVXUH� RI DFWRUV ZLWKLQ D FRPPXQLW\� ,Q KLV
YLHZ� FRPPXQLWLHV ZKLFK DUH FKDUDFWHUL]HG E\ D VWURQJ GHQVLW\ RI WLHV EHWZHHQ WKHLU
PHPEHUV DUH DEOH WR DFKLHYH PRUH WKDQ FRPPXQLWLHV QRW VR HQGRZHG� %XUW �����D�
����� WDNHV WKH RSSRVLWH YLHZ DQG VWDWHV WKDW WKH VRXUFH RI VRFLDO FDSLWDO OLHV LQ WKH
SUHVHQFH RI ³VWUXFWXUDO KROHV´� L�H� WKH ODFN RI FRQQHFWLRQV EHWZHHQ GHQVH QHWZRUN
SRFNHWV� $FWRUV ZKR ZRXOG EH LQ D SRVLWLRQ WR EULGJH WKRVH VWUXFWXUDO KROHV ZRXOG
UHDS VXEVWDQWLDO EHQHILWV LQ WKH IRUP RI QRQ�UHGXQGDQW LQIRUPDWLRQ DQG WKH DELOLW\ WR
VSRW RSSRUWXQLWLHV WR DFW DV EURNHUV EHWZHHQ WKH RWKHUZLVH GLVFRQQHFWHG QHWZRUNV�

����� 5HVHDUFK JDS

7KH OLWHUDWXUH GLVFXVVLQJ WKH RULJLQV RI VRFLDO FDSLWDO KDV VR IDU FRQFHQWUDWHG PRVWO\
RQ QHWZRUN FRQILJXUDWLRQV WKDW DUH FRQGXFLYH WR LQGLYLGXDOV RU FRPPXQLWLHV KDYLQJ
VRFLDO FDSLWDO� $V ZH PHQWLRQHG DERYH� &ROHPDQ ������� UHSUHVHQWLQJ RQH VWUHDP
RI WKH VRFLDO FDSLWDO OLWHUDWXUH� ZULWHV WKDW LQGLYLGXDOV KDYH VRFLDO FDSLWDO ZKHQ WKH\
KROG RXWVWDQGLQJ REOLJDWLRQV WRZDUGV PDQ\ LQGLYLGXDOV LQ WKHLU FRPPXQLW\ DQG
ZKHQ FRPPXQLW\ QRUPV IDYRU WKH UHSD\PHQW RI WKRVH REOLJDWLRQV� PDNLQJ WKHP
HQIRUFHDEOH� &RPPXQLWLHV WKDW DUH FKDUDFWHUL]HG E\ D GHQVH QHWZRUN RI VXFK REOL�
JDWLRQV EHWZHHQ LQGLYLGXDOV KDYH KLJK VRFLDO FDSLWDO� ,Q DQRWKHU VWUHDP RI WKH VRFLDO
FDSLWDO OLWHUDWXUH� %XUW �����E� ZULWHV WKDW VRFLDO FDSLWDO RULJLQDWHV LQ RSSRUWXQLWLHV�
ZKLFK DULVH WKURXJK ³VWUXFWXUDO KROHV´ EHWZHHQ GHQVH SRFNHWV RI QHWZRUN UHODWLRQV�
,QGLYLGXDOV WKDW DUH DEOH WR EULGJH RWKHUZLVH GLVFRQQHFWHG QHWZRUNV FDQ DFW DV LQ�
IRUPDWLRQ DQG UHVRXUFH EURNHUV DQG WKLV QHWZRUN FRQILJXUDWLRQ FUHDWHV YDOXH IRU
WKHP�

1HLWKHU RI WKHVH SHUVSHFWLYHV SURYLGHV D FRPSOHWH H[SODQDWLRQ RI KRZ VRFLDO FDS�
LWDO FRPHV WR H[LVW DW WKH ILUP OHYHO� DQG SDUWLFXODUO\ KRZ LW RULJLQDWHV LQ QHZ YHQ�
WXUHV� 7KLV JDS LQ RXU XQGHUVWDQGLQJ RI VRFLDO FDSLWDO LV DQ LQWHUHVWLQJ REMHFW RI
VWXG\� EHFDXVH VRFLDO FDSLWDO LV JHQHUDOO\ UHFRJQL]HG LQ WKH OLWHUDWXUH DV D SHUIRU�
PDQFH HQKDQFHU IRU ILUPV� 1DKDSLHW DQG *KRVKDO ������ JR VR IDU DV WR ZULWH WKDW
VRFLDO FDSLWDO FRQVWLWXWHV RQH RI WKH NH\ GHWHUPLQDQWV RI RUJDQL]DWLRQDO DGYDQWDJH�
2QH UHDVRQ WKDW PDNHV VRFLDO FDSLWDO D NH\ DVVHW IRU QHZ YHQWXUHV LV WKDW LW IDFLOLWDWHV
UHVRXUFH PRELOL]DWLRQ DQG DFTXLVLWLRQ WKURXJK QHWZRUNV RI FRQWDFWV �+DPEULFN DQG
0DF0LOODQ� ������ ,Q SDUWLFXODU� VRFLDO FDSLWDO DOORZV ILUPV WR DFTXLUH UHVRXUFHV
DW D PXFK ORZHU FRVW WKDQ PDUNHW FRVW� E\ WDSSLQJ LQWR XQGHUXWLOL]HG UHVRXUFHV RI
QHWZRUN FRQWDFWV �6WDUU DQG 0DF0LOODQ� ������ 6RFLDO FDSLWDO DOVR FRQYH\V OHJLWL�
PDF\ DQG LQIRUPDWLRQ EHQHILWV� PDNLQJ ILUPV PRUH HDVLO\ DZDUH RI RSSRUWXQLWLHV�
EXW DOVR JLYLQJ WKHP FUHGLELOLW\ WRZDUGV RWKHU QHWZRUN DFWRUV �6WXDUW HW DO�� ������
7KHVH EHQHILWV DUH LPSRUWDQW IRU DOO W\SHV RI ILUPV� EXW VRFLDO FDSLWDO SOD\V D SDUWLFX�
ODUO\ XVHIXO UROH LQ WKH FDVH RI QHZ RU LQWHUQDWLRQDOL]LQJ ILUPV� VLQFH LW FDQ KHOS WKHP



��

WR RYHUFRPH WKH OLDELOLW\ RI QHZQHVV RU IRUHLJQQHVV �$UHQLXV� ����� 6WLQFKFRPEH�
������

:H EHOLHYH FRUSRUDWH VSLQ�RIIV RIIHU DQ LQWHUHVWLQJ VHWWLQJ LQ ZKLFK WR DSSURDFK
WKH TXHVWLRQ RI KRZ VRFLDO FDSLWDO RULJLQDWHV LQ QHZ YHQWXUHV� %\ ³VSLQ�RIIV´� ZH
PHDQ� QHZ YHQWXUHV IRXQGHG E\ IRUPHU HPSOR\HHV RI DPRWKHU FRPSDQ\ RU IRXQGHG
DURXQG D WHFKQRORJLFDO LQQRYDWLRQ GHYHORSHG LQVLGH WKH PRWKHU FRPSDQ\� 7KH VSLQ�
RII OLWHUDWXUH KDV DOUHDG\ GHVFULEHG WKH WUDQVIHU RI UHVRXUFHV EHWZHHQPRWKHU FRPSD�
QLHV DQG WKHLU VSLQ�RIIV� ,Q SDUWLFXODU� WKH OLWHUDWXUH SRLQWV WR HYLGHQFH WKDW VSLQ�RII
ILUPV SXW LQWR SUDFWLFH NQRZOHGJH DQG URXWLQHV LQKHULWHG IURP PRWKHU FRPSDQLHV
�$JDUZDO HW DO�� ����� &DQWQHU HW DO�� ����� 'DKO HW DO�� ����� .OHSSHU� ����� :HQW�
LQJ� ������ %\ H[SORLWLQJ WKH NQRZOHGJH WKXV LQKHULWHG IURP WKHLU PRWKHU FRPSD�
QLHV� VSLQ�RIIV FDQ SURGXFH PRUH HIILFLHQWO\ WKDQ GH QRYR VWDUW�XSV �.OHSSHU DQG
6OHHSHU� ������ 7KLV LV DUJXDEO\ RQH RI WKH UHDVRQV EHKLQG WKH JURZLQJ ERG\ RI
HYLGHQFH LQ WKH OLWHUDWXUH WKDW VSLQ�RIIV WHQG WR KDYH EHWWHU SHUIRUPDQFH DQG ORZHU
IDLOXUH UDWHV WKDQ GH QRYR VWDUW�XSV �7XENH HW DO�� ������ .OHSSHU ������ DQG .OHS�
SHU DQG 6OHHSHU ������ GHYHORS D ELRORJLFDO PHWDSKRU RI VSLQ�RIIV� LQ ZKLFK WKH\
DUH DVVLPLODWHG WR WKH ELRORJLFDO RIIVSULQJ RI WKHLU PRWKHU FRPSDQLHV� 8QGHU WKLV
PHWDSKRU VSLQ�RIIV ZRXOG VWDUW RXW OLIH ZLWK D KHULWDJH RI UHVRXUFHV DQG FDSDELOLWLHV
SURYLGHG E\ WKHLU PRWKHU FRPSDQLHV �WKHLU ³'1$´�� 7KLV RULJLQDO HQGRZPHQW RI
UHVRXUFHV DQG FDSDELOLWLHV LQKHULWHG IURP DQ HVWDEOLVKHG ILUP KHOSV VSLQ�RIIV RYHU�
FRPH WKHLU OLDELOLW\ RI QHZQHVV� EXW DOVR KDV DQ LPSULQWLQJ HIIHFW RQ WKHLU HDUO\ OLIH
DQG GHYHORSPHQW� DV HYLGHQFHG E\ VSLQ�RIIV KDYLQJ LQLWLDO SURGXFWV DQG PDUNHW IR�
FXV WKDW FORVHO\ UHVHPEOH WKRVH RI WKHLU PRWKHU FRPSDQLHV�

:H KDYH WKH LQWXLWLRQ WKDW D VLPLODU PHFKDQLVP RI LQKHULWDQFH PD\ EH DW ZRUN
ZLWK UHJDUGV WR WKH RULJLQ RI VRFLDO FDSLWDO LQ VSLQ�RIIV DV KDV EHHQ REVHUYHG ZLWK
NQRZOHGJH DQG FDSDELOLWLHV� 7R FRQWLQXH XVLQJ WKH ELRORJLFDO PHWDSKRU� ZH VXVSHFW
WKDW WKH ³OLQHDJH´ RI D QHZ YHQWXUH FDQ KDYH DQ HIIHFW RQ KRZ LW LV SHUFHLYHG E\ WKH
RWKHU ILUPV LQ LWV HQYLURQPHQW DQG WKDW DOO YHQWXUHV DUH QRW ERUQ HTXDO LQ WHUPV RI
VRFLDO FDSLWDO HQGRZPHQW� 7KH QRWLRQ RI ³ERUURZLQJ´ VRFLDO FDSLWDO LV SUHVHQW LQ
%XUW �����D�� 7KH LGHD LV WKDW OHJLWLPDWH PHPEHUV RI D SRSXODWLRQ EXLOG WKHLU RZQ
VRFLDO FDSLWDO� ZKHUHDV LOOHJLWLPDWH PHPEHUV QHHG WR ³ERUURZ´ LW LI WKH\ ZLVK WR EH
DFFHSWHG E\ WKH SRSXODWLRQ� 7KH YLHZSRLQW ZH DUH DGRSWLQJ LQ WKLV GLVVHUWDWLRQ LV
WKDW QHZ PHPEHUV RI D SRSXODWLRQ PLJKW EH DXWRPDWLFDOO\ HQGRZHG ZLWK QRQ�]HUR
VRFLDO FDSLWDO� GHSHQGLQJ RQ WKHLU GHVFHQW� RU LQ RWKHU ZRUGV� WKDW WKHLU VRFLDO FDSLWDO
PLJKW KDYH EHHQ LQKHULWHG UDWKHU WKDQ ERUURZHG� :H DUJXH WKDW WKLV LV WKH FDVH IRU
VSLQ�RII ILUPV�

:KLOH VHYHUDO DXWKRUV KDYH VWXGLHG WKH XWLOL]DWLRQ E\ VSLQ�RII ILUPV RI NQRZO�
HGJH DQG UHVRXUFHV DFTXLUHG IURP WKHLU PRWKHU FRPSDQLHV� WKH OLQNV RI WKH VSLQ�RII
OLWHUDWXUH ZLWK WKH UHVHDUFK RQ VRFLDO FDSLWDO KDYH UHFHLYHG UHODWLYHO\ OLWWOH DWWHQWLRQ
VR IDU� ,Q RQH H[DPSOH� 6HGDLWLV ������ ILQGV HYLGHQFH WKDW QHZ YHQWXUHV¶ OLQHDJH
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KDV DQ LPSDFW RQ WKHLU LQLWLDO QHWZRUN FRQILJXUDWLRQ� ZKLFK LQ WXUQ DIIHFWV WKHLU DF�
FHVV WR UHVRXUFHV� LQLWLDO FOLHQW EDVH DQG HYHQWXDO SHUIRUPDQFH� 6SLQ�RIIV¶ VRFLDO
FDSLWDO DSSHDUV WR EH PRUH LPPHGLDWHO\ UHOHYDQW DQG XVDEOH WR WKHLU LQGXVWU\� ZKLFK
D SRWHQWLDO GUDZEDFN RI H[FHVVLYH QHWZRUN KRPRJHQHLW\ ZKLFK FDQ OHDG WR VSLQ�
RIIV LVRODWLQJ WKHPVHOYHV IURP FRQWDFWV RXWVLGH WKHLU LQLWLDO QHWZRUN� 7KLV VWXG\ QRW
RQO\ FRYHUV VSLQ�RIIV LQ D YHU\ SDUWLFXODU KLVWRULFDO DQG SROLWLFDO FRQWH[W� EXW DOVR
IRFXVHV PDLQO\ RQ WKH UROH RI QHZ YHQWXUH IRXQGHUV DV YHKLFOHV RI VRFLDO FDSLWDO
WUDQVIHU� :H EHOLHYH WKDW RWKHU PHFKDQLVPV EH\RQG WUDQVIHU RI SHUVRQQHO PD\ EH DW
SOD\ LQ WKH RULJLQ RI VSLQ�RIIV¶ VRFLDO FDSLWDO�

7KH ILUVW WKHRUHWLFDO FRQWULEXWLRQ LQ WKLV GLVVHUWDWLRQ ZLOO EH WR LQYHVWLJDWH WKH
SURFHVV E\ ZKLFK VRFLDO FDSLWDO FDQ EH LQKHULWHG IURP D PRWKHU FRPSDQ\ WR D VSLQ�
RII� DQG WKH IDFWRUV LQIOXHQFLQJ WKLV LQKHULWDQFH�

5HVRXUFH DFTXLVLWLRQ E\ FRPSDQLHV LV DW WKH KHDUW RI D ODUJH VWUHDP RI OLWHUDWXUH�
NQRZQ DV WKH 5HVRXUFH�%DVHG 9LHZ� ZKLFK KROGV WKDW GLIIHUHQFHV LQ UHVRXUFH HQ�
GRZPHQWV RI ILUPV� ZKHQ GHSOR\HG E\ WKHLU PDQDJHUV� PD\ UHVXOW LQ RUJDQL]DWLRQDO
UHQW DQG LPSURYHG SHUIRUPDQFH �$PLW DQG 6FKRHPDNHU� ����� %DXP HW DO�� �����
&DUPHOL DQG 7LVKOHU� ����� +LWW HW DO�� ������ +RZHYHU� QHZ YHQWXUHV� HVSHFLDOO\ LQ
KLJK WHFKQRORJ\ VHFWRUV� DUH DIIHFWHG E\ D ³OLDELOLW\ RI QHZQHVV´ DQG DUH LQ D SDUWLF�
XODUO\ KLJK QHHG RI DFTXLULQJ UHVRXUFHV TXLFNO\ DQG DW DIIRUGDEOH FRVWV �$OGULFK DQG
)LRO� ����� +DPEULFN DQG 0DF0LOODQ� ������ )RU WKLV UHDVRQ� UHVRXUFH FR�RSWDWLRQ
E\ OHYHUDJLQJ VRFLDO FDSLWDO FDQ EH D SDUWLFXODUO\ YDOXDEOH VWUDWHJ\ IRU KLJK WHFK�
QRORJ\ VSLQ�RIIV� DV LW DOORZV WKHP WR DFTXLUH PRUH UHVRXUFHV WKDQ WKHLU ILQDQFLDO
FRQVWUDLQWV ZRXOG QRUPDOO\ DOORZ�

$ QXPEHU RI DXWKRUV KDYH VWXGLHG WKH LPSDFW RI VRFLDO FDSLWDO RQ WKH SHUIRUPDQFH
RI ILUPV� JHQHUDOO\ FRQVLGHULQJ LW DV DQ DVVHW� EXW RFFDVLRQDOO\ DOVR DV D OLDELOLW\
�*DUJLXOR DQG %HQDVVL� ����� IRU H[DPSOH�� 7KH VHFRQG WKHRUHWLFDO FRQWULEXWLRQ
ZH VHHN WR PDNH KHUH LV WR VWXG\ WKH LPSDFW RI VRFLDO FDSLWDO LQKHULWDQFH RQ WKH
HDUO\ UHVRXUFH DFTXLVLWLRQ E\ QHZ YHQWXUHV� DV D SRVVLEOH DVVHW LQ RYHUFRPLQJ QHZ
YHQWXUHV¶ OLDELOLW\ RI QHZQHVV�

7KLV GLVVHUWDWLRQ LV H[SHFWHG WR KDYH PDQDJHULDO LPSOLFDWLRQV UHJDUGLQJ WKH FLU�
FXPVWDQFHV XQGHU ZKLFK D VSLQ�RII FRQVWLWXWHV D UHFRPPHQGHG IRUP RI SXUVXLQJ
FHUWDLQ HQWUHSUHQHXULDO RSSRUWXQLWLHV� DQG WKH FLUFXPVWDQFHV XQGHU ZKLFK VXFK RS�
SRUWXQLWLHV ZRXOG EH EHWWHU OHIW WR EH SXUVXHG E\ GH QRYR VWDUW�XSV�

��� 5HVHDUFK 4XHVWLRQV

$V GLVFXVVHG LQ WKH SUHYLRXV VHFWLRQ� ZH EHOLHYH WKHUH LV D JDS LQ WKH FXUUHQW XQ�
GHUVWDQGLQJ RI WKH RULJLQ RI VRFLDO FDSLWDO LQ QHZ YHQWXUHV� DQG WKDW WKLV JDS FDQ EH
DGGUHVVHG DW OHDVW LQ SDUW E\ ORRNLQJ DW KRZ VSLQ�RIIV DFTXLUH WKHLU VRFLDO FDSLWDO LQ
WKH HDUO\ VWDJHV RI WKHLU GHYHORSPHQW� :H KDYH WKH LQWXLWLRQ WKDW� DORQJ ZLWK RWKHU
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W\SHV RI UHVRXUFHV VXFK DV NQRZOHGJH DV ZHOO DV FDSDELOLWLHV� VSLQ�RIIV DUH DEOH WR
LQKHULW VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQLHV� ,Q WKLV GLVVHUWDWLRQ� ZH VHHN WR
HODERUDWH RQ WKH OLWHUDWXUHV RI VRFLDO FDSLWDO DQG VSLQ�RIIV E\ LQYHVWLJDWLQJ ZKHWKHU
WKLV LQKHULWDQFH RI VRFLDO FDSLWDO H[LVWV DQG LI VR KRZ LW WDNHV SODFH� &RQVHTXHQWO\�
ZH IRUPXODWH RXU ILUVW VHW RI UHVHDUFK TXHVWLRQV DV IROORZV�

�� 'R FRUSRUDWH VSLQ�RIIV LQKHULW VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQLHV�
DQG LI VR KRZ" :KDW IDFWRUV DIIHFW WKH OHYHO RI LQKHULWDQFH" :KLFK GLPHQ�
VLRQV RI VRFLDO FDSLWDO DUH DW SOD\"

7KH VRFLDO FDSLWDO OLWHUDWXUH GHVFULEHV VWUDWHJLHV WKDW LQGLYLGXDOV DQG ILUPV FDQ XVH
WR OHYHUDJH WKHLU VRFLDO FDSLWDO WR REWDLQ UHVRXUFHV IURP WKHLU QHWZRUN �+DPEULFN
DQG 0DF0LOODQ� ����� 6WDUU DQG 0DF0LOODQ� ����� 6WXDUW HW DO�� ����� 8]]L� ������
5HVRXUFH DFTXLVLWLRQ LV LPSRUWDQW IRU WKH GHYHORSPHQW RI ILUPV� SDUWLFXODUO\ LQ WKHLU
HDUO\ OLIH VWDJHV ZKHQ WKH\ DUH PRVW YXOQHUDEOH� ZLWK ORZ UHVRXUFHV� OLPLWHG H[SHUL�
HQFH DQG FDSDELOLWLHV� ORZ FUHGLELOLW\ WRZDUGV FXVWRPHUV� VXSSOLHUV DQG LWV RZQ HP�
SOR\HHV� SURGXFWV GHVLJQV WKDW DUH VWLOO HYROYLQJ DQG RXWSXW RI LQFRQVLVWHQW TXDOLW\
DQG PDUNHWV WKDW DUH VWLOO XQSURYHQ RU XQGHUGHYHORSHG �+DQQDQ DQG )UHHPDQ� �����
6RUHQVHQ DQG 6WXDUW� ����� 6WLQFKFRPEH� ������ ,Q RUGHU WR UHGXFH WKHLU YXOQHUD�
ELOLW\� QHZ YHQWXUHV QHHG WR VHHN WR DFTXLUH WKH UHVRXUFHV QHHGHG WR DFKLHYH WKHLU
REMHFWLYHV� DQG VHFXUH WKHP DW WKH ORZHVW SRVVLEOH FRVW �+DPEULFN DQG 0DF0LOODQ�
������ 7KLV LV ZKHUH VRFLDO FDSLWDO LQKHULWDQFH� E\ SURYLGLQJ DFFHVV WR UHVRXUFHV�
FDQ SURYLGH SUHFLRXV VXSSRUW IRU QHZO\ HVWDEOLVKHG FRUSRUDWH VSLQ�RIIV� &RQVH�
TXHQWO\� ZH IRUPXODWH RXU VHFRQG VHW RI TXHVWLRQV DV IROORZV�

�� +RZ GRHV VRFLDO FDSLWDO LQKHULWDQFH DIIHFW UHVRXUFH DFTXLVLWLRQ E\ FRUSRUDWH
VSLQ�RIIV LQ WKHLU HDUO\ VWDJHV RI GHYHORSPHQW" 'RHV VRFLDO FDSLWDO LQKHUL�
WDQFH IDYRU VSLQ�RIIV¶ UHVRXUFH DFTXLVLWLRQ� DQG LI VR KRZ"

��� 6FRSH

7KH ERG\ RI OLWHUDWXUH RQ VRFLDO FDSLWDO DQG UHVRXUFH DFTXLVLWLRQ LV H[WHQVLYH DQG
VWUHWFKHV EH\RQG WKH VFRSH RI WKLV UHVHDUFK� ,Q RUGHU WR DQVZHU WKH UHVHDUFK TXHV�
WLRQV HQXPHUDWHG DERYH� ZH ZLOO OLPLW RXUVHOYHV WR D SDUWLFXODU VHWWLQJ� 6SHFLILFDOO\�
ZH ZLOO VWXG\ WKH LQKHULWDQFH RI VRFLDO FDSLWDO LQ WKH FRQWH[W RI WKH FUHDWLRQ RI KLJK�
WHFKQRORJ\ FRUSRUDWH VSLQ�RII FRPSDQLHV LQ 6ZLW]HUODQG�

7R IXUWKHU GHOLQHDWH WKH VFRSH RI WKLV UHVHDUFK� ZH GHILQH KLJK�WHFKQRORJ\ FRU�
SRUDWH VSLQ�RII FRPSDQLHV DV GLVWLQFW FRPPHUFLDO FRPSDQLHV FUHDWHG E\ IRUPHU HP�
SOR\HHV RI DQ LQFXPEHQW FRPSDQ\ �WKH ³PRWKHU FRPSDQ\´� ZLWKLQ RQH \HDU RI OHDY�
LQJ WKLV FRPSDQ\ RU FUHDWHG DURXQG D WHFKQLFDO LQQRYDWLRQ GHYHORSHG LQVLGH WKH
PRWKHU FRPSDQ\ ZLWKLQ KLJK WHFKQRORJ\ LQGXVWULHV�
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:H GHILQH ³KLJK WHFKQRORJ\ LQGXVWULHV´ E\ UHIHUULQJ WR WKH (85267$7 FODV�
VLILFDWLRQ RI LQGXVWU\ VHFWRUV DQG LQFOXGH WKH ³KLJK WHFKQRORJ\´� ³PHGLXP�KLJK
WHFKQRORJ\´ DQG ³NQRZOHGJH LQWHQVLYH´ VHFWRUV� 7KHVH FRUUHVSRQG WR WKH IROORZ�
LQJ 1$&( FRGHV� ���� �0DQXIDFWXUH RI SKDUPDFHXWLFDOV� PHGLFLQDO FKHPLFDOV DQG
ERWDQLFDO SURGXFWV�� �� �0DQXIDFWXUH RI RIILFHPDFKLQHU\ DQG FRPSXWHUV�� �� �0DQ�
XIDFWXUH RI UDGLR� WHOHYLVLRQ DQG FRPPXQLFDWLRQ HTXLSPHQW DQG DSSDUDWXV�� �� �0DQ�
XIDFWXUH RI PHGLFDO� SUHFLVLRQ DQG RSWLFDO LQVWUXPHQWV� ZDWFKHV DQG FORFNV�� DQG
���� �0DQXIDFWXUH RI DLUFUDIW DQG VSDFHFUDIW��

:H KDYH FKRVHQ FRUSRUDWH VSLQ�RIIV DV D VHWWLQJ WR VWXG\ LQKHULWDQFH RI VRFLDO
FDSLWDO IRU WKH GLYHUVLW\ RI DYHQXHV IRU VRFLDO FDSLWDO LQKHULWDQFH WKDW DUH DYDLODEOH
WR WKHP� 6SLQ�RIIV� XQOLNH RWKHU NLQGV RI VWDUW�XSV� DUH FUHDWHG ZLWK D ZHOO�LGHQWLILHG
QHWZRUN WLH WR WKHLU PRWKHU FRPSDQ\� ZKLFK VLPSOLILHV LVRODWLQJ WKH HIIHFW RI VRFLDO
FDSLWDO LQKHULWDQFH IURP WKH PRWKHU FRPSDQ\� :H VXVSHFW WKDW VSLQ�RIIV FDQ LQKHULW
VRFLDO FDSLWDO WKURXJK WKH WUDQVIHU RI LQGLYLGXDOV ZKR KDYH DSSURSULDWHG WKLV FDSLWDO
IURP WKH PRWKHU FRPSDQ\ �.QRNH� ������ PXFK LQ WKH VDPH ZD\ WKDW WKH\ FDQ
LQKHULW WHFKQRORJLFDO DQG PDUNHW NQRZOHGJH DQG SLRQHHULQJ NQRZ�KRZ �$JDUZDO
HW DO�� ������ %DVHG RQ SUHYLRXV UHVHDUFK RQ KRZ D QHZ YHQWXUH¶V DVVRFLDWLRQV LQ WKH
QHWZRUN DIIHFW WKLUG SDUWLHV¶ SHUFHSWLRQV RI LWV OHJLWLPDF\� ZH DOVR EHOLHYH WKDW VSLQ�
RIIV PD\ EH DEOH WR LQKHULW VRFLDO FDSLWDO E\ DFWLYHO\ SXEOLFL]LQJ DQG OHYHUDJLQJ WKHLU
FRQQHFWLRQ WR WKH PRWKHU FRPSDQ\ LQ WKH QHWZRUN WR JDLQ DFFHVV WR� DQG OHJLWLPDF\
WRZDUG� RWKHU QHWZRUN DFWRUV �%ODX� ����� %XUW� ����� 3RGROQ\ DQG 6WXDUW� �����
6WXDUW HW DO�� ������

)LQDOO\� RXU FKRLFH WR IRFXV RQ KLJK�WHFKQRORJ\ FRPSDQLHV LV H[SODLQHG E\ WKH
QHHG WR PD[LPL]H WKH SURSRUWLRQ RI REVHUYHG VSLQ�RIIV LQ RXU HPSLULFDO VDPSOH�
7KHUH LV OLPLWHG EXW FRQVLVWHQW HYLGHQFH WKDW FRUSRUDWH VSLQ�RIIV DUH UHODWLYHO\ PRUH
IUHTXHQW LQ PRUH NQRZOHGJH�LQWHQVLYH LQGXVWULHV� VXFK DV VHPLFRQGXFWRUV� ODVHUV�
GLVN GULYHV DQG RWKHU KLJK�WHFKQRORJ\ VHFWRUV �$JDUZDO HW DO�� ����� %XUWRQ HW DO��
����� )UDQFR DQG )LOVRQ� ����� *DUYLQ� ������

��� 0HWKRG

,Q WKLV GLVVHUWDWLRQ� ZH ZLOO GHYHORS D PRGHO RI VRFLDO FDSLWDO LQKHULWDQFH DQG UH�
VRXUFH DFTXLVLWLRQ E\ KLJK�WHFKQRORJ\ FRUSRUDWH VSLQ�RIIV� 7KH K\SRWKHVHV RI WKLV
PRGHO ZLOO EH WHVWHG RQ HPSLULFDO GDWD PDLQO\ XVLQJ FRUUHODWLRQ DQDO\VLV� PXOWLSOH
UHJUHVVLRQ� DQDO\VLV RI YDULDQFH DQG SDWK DQDO\VLV�

1R VHFRQGDU\ VRXUFHV RI GDWD FRXOG EH LGHQWLILHG WKDW FRXOG VHUYH WKH SXUSRVH RI
WKLV UHVHDUFK� )RU WKLV UHDVRQ� WZR DOWHUQDWLYH PHWKRGV RI GDWD FROOHFWLRQ ZHUH FRQ�
VLGHUHG� ��� VXUYH\LQJ NQRZQ JURXSV RI FRUSRUDWH VSLQ�RIIV �H�J� WKURXJK VFLHQFH
SDUNV� FRUSRUDWH YHQWXUH IXQGV� VSLQ�RII DVVRFLDWLRQV�� DQG ��� VXUYH\LQJ DOO QHZO\�
FUHDWHG ILUPV LQ D QXPEHU LQGXVWULHV WR LGHQWLI\ VSLQ�RIIV DQG GH QRYR VWDUW�XSV�
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7KH ILUVW RSWLRQ RIIHUHG WKH DGYDQWDJH RI D VPDOOHU VXUYH\ SRSXODWLRQ DQG KHQFH
UHGXFHG FRVW IRU D KLJK SURSRUWLRQ RI FRPSDQLHV WKDW ZRXOG PHHW RXU VHOHFWLRQ FUL�
WHULD� 2Q WKH RWKHU KDQG� WKH FOHDU GLVDGYDQWDJH RI WKLV PHWKRG ZRXOG EH VHOHFWLRQ
ELDV� ,QGHHG� ZH ZRXOG RQO\ EH VXUYH\LQJ VSLQ�RIIV WKDW SXEOLFO\ LGHQWLILHG WKHP�
VHOYHV DV VXFK DQG ZHUH SODFHG LQ D YHU\ SDUWLFXODU FRQWH[W� VXFK DV D VFLHQFH SDUN�
)XUWKHUPRUH� WKLV PHWKRG ZRXOG DOVR LPSHGH DQ\ FRPSDULVRQ EHWZHHQ FRUSRUDWH
VSLQ�RIIV DQG GH QRYR VWDUWXSV� D FRPSDULVRQ WKDW IDOOV ZLWKLQ WKH H[DPLQDWLRQ RI
VRFLDO FDSLWDO LQKHULWDQFH DV D VRXUFH RI FRPSHWLWLYH DGYDQWDJH�

$V D FRQVHTXHQFH� ZH RSWHG IRU VXUYH\LQJ DOO ILUPV LQ FUHDWHG LQ KLJK�WHFKQRORJ\
LQGXVWULHV LQ 6ZLW]HUODQG EHWZHHQ ���� DQG ���� LQ RUGHU WR LGHQWLI\ VSLQ�RIIV DV
ZHOO DV GH QRYR VWDUW�XSV� 7KH TXHVWLRQQDLUH FRQWDLQHG LWHPV IRU GLVWLQJXLVKLQJ
FRUSRUDWH VSLQ�RIIV IURP GH QRYR VWDUW�XSV DQG FROOHFWHG GDWD UHOHYDQW WR ERWK W\SHV
RI FRPSDQLHV XVLQJ D VNLS SDWWHUQ� 7KH PDLQ GLVDGYDQWDJH RI WKLV PHWKRG� ZDV WKDW
QR UHOLDEOH HVWLPDWH RI WKH SURSRUWLRQ RI VSLQ�RIIV DPRQJ QHZ ILUPV ZDV DYDLODEOH
EHIRUH EHJLQQLQJ WKH VWXG\ �DQHFGRWDO HYLGHQFH VXJJHVWHG UDWHV UDQJLQJ EHWZHHQ
��� DQG ����� IRUFLQJ XV WR VXUYH\ D ODUJH QXPEHU IRU FRPSDQLHV WR HQVXUH WKDW ZH
UHFHLYHG HQRXJK UHVSRQVHV IURP VSLQ�RIIV� 7KLV GUDZEDFN ZDV GHHPHG DFFHSWDEOH
ZKHQ FRPSDUHG WR WKH VDPSOH VHOHFWLRQ ELDV SUREOHPV SRVHG E\ DOWHUQDWLYHV VXFK
DV OLPLWLQJ RXUVHOYHV WR D ³NQRZQ´ SRSXODWLRQ DV ZRXOG EH WKH FRUSRUDWH VSLQ�RIIV
LQ D VSHFLILF VFLHQFH SDUN�

��� 6WUXFWXUH RI WKH GLVVHUWDWLRQ

7KLV GLVVHUWDWLRQ ZLOO EH GLYLGHG LQ WZR SDUWV�
,Q WKH ILUVW SDUW ZH ZLOO FRYHU WKH WKHRUHWLFDO DVSHFW RI WKLV UHVHDUFK� 7KLV ZLOO

EHJLQ ZLWK D UHYLHZ RI WKH OLWHUDWXUH VWUHDPV XSRQ ZKLFK WKLV VWXG\ ZLOO EH EDVHG�
QDPHO\ WKH OLWHUDWXUH RQ VRFLDO FDSLWDO DQG� WR D OHVVHU H[WHQW� WKH UHVRXUFH�EDVHG
YLHZ RI VWUDWHJLF PDQDJHPHQW� ,Q WKH IROORZLQJ FKDSWHU� ZH ZLOO GHULYH D VHW RI
SURSRVLWLRQV DQG GHYHORS D PRGHO RI LQKHULWDQFH RI VRFLDO FDSLWDO DQG LWV LQIOXHQFH
RQ UHVRXUFH DFTXLVLWLRQ�

7KH VHFRQG SDUW RI WKLV GLVVHUWDWLRQ ZLOO SUHVHQW WKH HPSLULFDO WHVW RI WKH PRGHO�
:H ZLOO JLYH D GHWDLOHG GHVFULSWLRQ RI WKH FKRVHQ PHWKRG DQG GHVFULEH WKH GDWD
FROOHFWLRQ DQG VRXUFHV� 1H[W� ZH ZLOO SUHVHQW WKH UHVXOWV RI WKH VWXG\ DQG HQG ZLWK
D GLVFXVVLRQ RI LWV WKHRUHWLFDO DQG PDQDJHULDO LPSOLFDWLRQV� DV ZHOO DV SRLQWLQJ RXW
DYHQXHV IRU IXUWKHU UHVHDUFK�

7KH VWUXFWXUH RI WKLV GLVVHUWDWLRQ LV LOOXVWUDWHG LQ )LJXUH ����
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)LJXUH ���� 6WUXFWXUH RI WKH GLVVHUWDWLRQ
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7KH SXUSRVH RI WKLV FKDSWHU LV WR SURYLGH WKH UHDGHU ZLWK DQ RYHUYLHZ RI WKH OLWHUDWXUH
VWUHDPV WKDW WKLV GLVVHUWDWLRQ LV EDVHG XSRQ�

)LUVW� ZH ZLOO GLVFXVV WKH H[LVWLQJ OLWHUDWXUH RQ VRFLDO FDSLWDO� $IWHU GHILQLQJ VR�
FLDO FDSLWDO DQG GLVFXVVLQJ VRPH RI WKH NH\ GLVWLQFWLRQV LQ WKH OLWHUDWXUH� ZH ZLOO
H[DPLQH WKH PHFKDQLVPV EHKLQG VRFLDO FDSLWDO FUHDWLRQ� UHYLHZ NH\ UHODWHG WKHR�
UHWLFDO VWUHDPV WKDW XQGHUSLQ WKHVH PHFKDQLVPV DQG ILQDOO\ GLVFXVV WKH HFRQRPLF
EHQHILWV WKDW VRFLDO FDSLWDO FDQ \LHOG WR LWV KROGHUV�

7KH VHFRQG SDUW RI WKLV FKDSWHU ZLOO JLYH DQ RYHUYLHZ RI WKH OLWHUDWXUH RQ VSLQ�
RIIV� 7KH HPSKDVLV ZLOO EH SODFHG RQ WKH OLQNV EHWZHHQ VSLQ�RIIV OLWHUDWXUH DQG
VRFLDO FDSLWDO OLWHUDWXUH�

��� 6RFLDO &DSLWDO

����� ,QWURGXFWLRQ

7KH FRQFHSW RI VRFLDO FDSLWDO KDV EHHQ JDLQLQJ SRSXODULW\ LQ VHYHUDO UHVHDUFK VWUHDPV
IRU WKH SDVW �� \HDUV� 7ZR WKLQJV DUH PRVW VWULNLQJ DERXW VRFLDO FDSLWDO� ILUVWO\� WKH
IDFW WKDW LW KDV EHHQ XVHG ZLWK VXFFHVV LQ GLVFLSOLQHV DV GLYHUVH DV SROLWLFDO VFLHQFH�
HFRQRPLFV DQG VRFLRORJ\� VHFRQGO\� WKDW WKH QRWLRQV XQGHUO\LQJ WKLV FRPPRQ WHUP
VHHP WR GLIIHU FRQVLGHUDEO\ IURP RQH DXWKRU WR WKH QH[W�

7KH EDVLF LQWXLWLRQ EHKLQG VRFLDO FDSLWDO LV WKDW VRFLDO UHODWLRQV JHQHUDWH JRRGZLOO�
WKDW LV� ³V\PSDWK\� WUXVW DQG IRUJLYHQHVV RIIHUHG XV E\ IULHQGV DQG DFTXDLQWDQFHV´�
DQG WKDW WKLV JRRGZLOO KDV YDOXH �$GOHU DQG .ZRQ� ������ 7KDW VDLG� VRFLDO FDSLWDO
FDQ EH DQDO\]HG IURP PXOWLSOH YLHZSRLQWV� ,Q WKH IROORZLQJ VHFWLRQV� RXU GLVFXV�
VLRQ ZLOO DLP WR SURYLGH D EURDG RYHUYLHZ RI WKH H[LVWLQJ OLWHUDWXUH� DQG DQVZHU WKH
IROORZLQJ TXHVWLRQV�

� :KDW LV VRFLDO FDSLWDO" 'HILQLQJ VRFLDO FDSLWDO� LQFOXGLQJ D UHYLHZ RI DOWHU�
QDWLYH GHILQLWLRQV� D GLVFXVVLRQ RI LWV FKDUDFWHULVWLFV DQG DQ RYHUYLHZ RI LWV
FRQVWLWXHQW GLPHQVLRQV �VHFWLRQ �������

� :KHUH LV VRFLDO FDSLWDO ORFDWHG" 'LVFXVVLQJ WKH ORFDWLRQ RI VRFLDO FDSLWDO�
RU LQ RWKHU ZRUGV WKH GLIIHUHQW OHYHOV DW ZKLFK VRFLDO FDSLWDO FDQ EH VWXGLHG�
LQGLYLGXDO OHYHO� RUJDQL]DWLRQ OHYHO DQG WKH VRFLDO OHYHO �VHFWLRQ �������
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� +RZ LV VRFLDO FDSLWDO FUHDWHG" 5HYLHZLQJ WKH PHFKDQLVPV EHKLQG VRFLDO
FDSLWDO FUHDWLRQ DQG VWUDWHJLHV WKDW FDQ EH GHSOR\HG WR GHYHORS VRFLDO FDSLWDO
�VHFWLRQ �������

� :K\ LV WKHUH VRFLDO FDSLWDO" 5HYLHZLQJ WKH WKHRUHWLFDO FRQFHSWV WKDW XQGHU�
SLQ VRFLDO FDSLWDO DQG H[SODLQ LWV NH\ PHFKDQLVPV �VHFWLRQ �������

� 6R ZKDW" 5HYLHZLQJ HFRQRPLF EHQHILWV RI VRFLDO FDSLWDO �VHFWLRQ �������

����� 'HILQLQJ VRFLDO FDSLWDO

7KH WHUP µVRFLDO FDSLWDO¶ PHDQV ³PDQ\ WKLQJV WRPDQ\ SHRSOH´ �1DUD\DQ DQG 3ULWFK�
HWW� ����� S���� 6RFLDO FDSLWDO� DV DQ XPEUHOOD FRQFHSW� KDV EHHQ DSSOLHG WR DGGUHVV
YDVWO\ GLIIHUHQW UHVHDUFK TXHVWLRQV LQ ILHOGV DV GLYHUVH DV HFRQRPLF GHYHORSPHQW
�H�J� )HOGPDQ DQG $VVDI� ������ SROLWLFDO VFLHQFH �-DFNPDQ DQG 0LOOHU� ����� DQG
RUJDQL]DWLRQDO VWXGLHV�

,Q WKHLU UHYLHZ RI WKH VRFLDO FDSLWDO OLWHUDWXUH� $GOHU DQG .ZRQ ������ S���� JLYH
WKH IROORZLQJ JHQHULF GHILQLWLRQ RI VRFLDO FDSLWDO�

³6RFLDO FDSLWDO LV WKH JRRGZLOO DYDLODEOH WR LQGLYLGXDOV RU JURXSV�
,WV VRXUFH OLHV LQ WKH VWUXFWXUH DQG FRQWHQW RI WKH DFWRU¶V VRFLDO UHOD�
WLRQV� ,WV HIIHFWV IORZ IURP WKH LQIRUPDWLRQ� LQIOXHQFH� DQG VROLGDULW\
LW PDNHV DYDLODEOH WR WKH DFWRU�´

'LVFXVVLRQV RI VRFLDO FDSLWDO LQ WKH OLWHUDWXUH PD\ EURDGO\ EH FODVVLILHG LQ WZR
JURXSV� WKRVH DQDO\]LQJ WKH FRQFHSW IURP DQ H[WHUQDO YLHZSRLQW� DQG WKRVH DGRSW�
LQJ DQ LQWHUQDO SHUVSHFWLYH �$GOHU DQG .ZRQ� ������ :KLOH WKHVH WZR FDWHJRULHV
DUH QRW PXWXDOO\ H[FOXVLYH �DQG LQGHHG� VRPH DXWKRUV IDOO LQ EHWZHHQ WKH WZR�� WKH\
GLIIHU LQ WKHLU IRFXV� ,QWHUQDO GHILQLWLRQV DUH WKRVH SULPDULO\ FRQFHUQHG ZLWK VRFLDO
FDSLWDO DW WKH FRPPXQLW\ RU WKH SRSXODWLRQ OHYHO� 7KH\ DGRSW D ³PDFUR´ SHUVSHF�
WLYH� ([WHUQDO GHILQLWLRQV� RQ WKH RWKHU KDQG� IRFXV HVVHQWLDOO\ RQ VRFLDO FDSLWDO DW
WKH LQGLYLGXDO� RU ³PLFUR´ OHYHO�

7KH NH\ TXHVWLRQ LQ GLVWLQJXLVKLQJ EHWZHHQ WKHVH WZR YLHZV LV� µZKR GR WKH
EHQHILWV DFFUXH WR"¶� ,QWHUQDO GHILQLWLRQV DUH FRQFHUQHG ZLWK EHQHILWV DFFUXLQJ WR
JURXSV RU FRPPXQLWLHV DV D UHVXOW RI WKH VRFLDO FDSLWDO ZLWKLQ WKH FRPPXQLW\� ([�
WHUQDO GHILQLWLRQV IRFXV RQ EHQHILWV IRU LQGLYLGXDO DFWRUV UHVXOWLQJ IURP WKHLU RZQ
VRFLDO FDSLWDO�

,Q WKH IROORZLQJ VHFWLRQV� ZH ZLOO SURYLGH D EULHI GLVFXVVLRQ RI WKH PDLQ GHILQL�
WLRQV RI VRFLDO FDSLWDO LQ WKH LQWHUQDO DQG H[WHUQDO SHUVSHFWLYHV�

$VLGH IURP WKH LQWHUQDO�H[WHUQDO GLFKRWRP\ EHWZHHQ YLVLRQV RI VRFLDO FDSLWDO�
DQRWKHU GLVWLQFWLRQ FDQ EHPDGH EHWZHHQ DXWKRUV ZKR FRQVLGHU VRFLDO FDSLWDO PHUHO\
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DV D PHDQV WR DFFHVV UHVRXUFHV DQG WKRVH ZKR YLHZ LW DV D UHVRXUFH LQ LWV RZQ ULJKW�
7KLV GLVWLQFWLRQ ZLOO EH H[DPLQHG QH[W�

:HZLOO FRQFOXGH WKLV VHFWLRQ RQ WKH GHILQLWLRQV RI VRFLDO FDSLWDO ZLWK D GLVFXVVLRQ
RI LWV NH\ GLPHQVLRQV�

,QWHUQDO GHILQLWLRQV RI VRFLDO FDSLWDO

3UREDEO\ WKH PRVW LQIOXHQWLDO ZRUN RQ VRFLDO FDSLWDO IURP DQ LQWHUQDO SHUVSHFWLYH
LV WKDW RI &ROHPDQ ������� &ROHPDQ UHFRJQL]HV VHULRXV GHIHFWV LQ ERWK WKH VRFLR�
ORJLFDO DQG WKH HFRQRPLF SHUVSHFWLYHV� 6RFLRORJLVWV RIWHQ VHH DFWRUV DV RYHUO\ VR�
FLDOL]HG� LQ WKH VHQVH WKDW WKH\ DUH RQO\ GHILQHG E\ WKH HQYLURQPHQW DQG WKHLU VRFLDO
WLHV� 6RFLRORJLFDO WKHRULHV RIWHQ ODFN DQ HQJLQH RI DFWLRQ IRU WKH DFWRUV� (FRQRPLVWV
RQ WKH RWKHU KDQG DGRSW DQ ³XQGHUVRFLDOL]HG´ SHUVSHFWLYH� LQ ZKLFK DFWRUV¶ JRDOV
DUH DUULYHG DW LQGHSHQGHQWO\� DQG IDLO WR WDNH LQWR FRQVLGHUDWLRQ WKH VRFLDO FRQWH[W
LQ ZKLFK WKH DFWRUV DUH HPEHGGHG� &RQVHTXHQWO\� &ROHPDQ VHWV RXW WR LPSRUW WKH
HFRQRPLVWV¶ FRQFHSW RI UDWLRQDO DFWLRQ LQWR WKH ILHOG RI VRFLDO DQDO\VLV� ZKLOH VWLOO
UHWDLQLQJ WKH QRWLRQ RI VRFLDO RUJDQL]DWLRQ� ,W LV LQ WKLV FRQWH[W WKDW &ROHPDQ ������
S���� GHILQHV WKH FRQFHSW RI VRFLDO FDSLWDO� HDFK DFWRU LV UDWLRQDO DQG KDV FRQWURO
RYHU D FHUWDLQ QXPEHU RI UHVRXUFHV� VRFLDO FDSLWDO EHLQJ RQH SDUWLFXODU NLQG RI UH�
VRXUFH�

³6RFLDO FDSLWDO LV GHILQHG E\ LWV IXQFWLRQ� ,W LV QRW D VLQJOH HQWLW\ EXW
D YDULHW\ RI GLIIHUHQW HQWLWLHV� ZLWK WZR HOHPHQWV LQ FRPPRQ� WKH\ DOO
FRQVLVW RI VRPH DVSHFW RI VRFLDO VWUXFWXUHV� DQG WKH\ IDFLOLWDWH FHUWDLQ
DFWLRQV RI DFWRUV ²ZKHWKHU SHUVRQV RU FRUSRUDWH DFWRUV² ZLWKLQ WKH
VWUXFWXUH� /LNH RWKHU IRUPV RI FDSLWDO� VRFLDO FDSLWDO LV SURGXFWLYH�
PDNLQJ SRVVLEOH WKH DFKLHYHPHQW RI FHUWDLQ HQGV WKDW LQ LWV DEVHQFH
ZRXOG QRW EH SRVVLEOH�´

*RLQJ E\ WKH DERYH GHILQLWLRQ� VRFLDO FDSLWDO LV DQ XPEUHOOD FRQFHSW ZKLFK UHIHUV
WR YDU\LQJ VRFLDO VWUXFWXUHV� SURYLGHG WKHVH VRFLDO VWUXFWXUHV IXOILOO RQH IXQFWLRQ�
QDPHO\ WR IDFLOLWDWH DFWLRQV� ,Q RWKHU ZRUGV� VRFLDO FDSLWDO FDQ EH LQIHUUHG LQ YHU\
GLIIHUHQW VLWXDWLRQV� DQG VWHP IURP YDULRXV VRXUFHV� &ROHPDQ ������ S���� GRFX�
PHQWV WKH FDVH RI WKH ZKROHVDOH GLDPRQG PDUNHW LQ 1HZ <RUN &LW\� LQ ZKLFK VRFLDO
FDSLWDO VWHPPLQJ IURP WKH FORVHQHVV DQG WKH GLYHUVLW\ RI WLHV OLQNLQJ LQGLYLGXDOV
WR WKHLU FRPPXQLW\ DOORZV WKH PDUNHW WR RSHUDWH PRUH HIILFLHQWO\� ,Q DQRWKHU FDVH
�&ROHPDQ� ����� S����� VRFLDO FDSLWDO RULJLQDWLQJ LQ WKH QRUPDWLYH VWUXFWXUH RI WKH
VRFLHW\ LQ -HUXVDOHP DOORZV IDPLOLHV WR OHDYH WKHLU FKLOGUHQ XQDWWHQGHG LQ WKH VWUHHWV�
ZLWK FRQILGHQFH WKDW WKH\ ZLOO EH ³ORRNHU DIWHU´ E\ DQ\ DGXOWV LQ WKH YLFLQLW\�

,I WKH FRQFHSW RI VRFLDO FDSLWDO FDQ FRYHU D YDULHW\ RI VRFLDO UHODWLRQV� RQH PXVW
DVN ZKDW LW LV H[DFWO\ DERXW WKRVH UHODWLRQV WKDW FRXOG FRQVWLWXWH XVHIXO UHVRXUFHV
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IRU WKH HFRQRPLF DFWRUV� &ROHPDQ ������ GHILQHV GLIIHUHQW NLQGV RI VRFLDO FDSLWDO�
ZKLFK ZH ZLOO GLVFXVV QH[W�

2EOLJDWLRQV� H[SHFWDWLRQV DQG WUXVWZRUWKLQHVV� :KHQ DQ DFWRU GRHV VRPHWKLQJ
IRU DQRWKHU DQG H[SHFWV WKHP WR UHFLSURFDWH LQ WKH IXWXUH� WKH\ KROG DQ RXWVWDQGLQJ
REOLJDWLRQ� ZKLFK IXQFWLRQV DV D IRUP RI ³FUHGLW VOLS´� :KHQ DQ LQGLYLGXDO KROGV
D ODUJH QXPEHU RI WKHVH REOLJDWLRQV WRZDUGV PDQ\ LQGLYLGXDOV LQ WKH FRPPXQLW\�
ZKLFK WKH\ ZLOO EH DEOH WR UHFODLP DV QHHG DULVHV� WKH\ FDQ EH WKRXJKW RI DV KDYLQJ
VXEVWDQWLDO VRFLDO FDSLWDO� 7KH YDOXH RI WKLV LQGLYLGXDO�OHYHO VRFLDO FDSLWDO� KRZHYHU�
LV FRQWLQJHQW RQ WKH WUXVWZRUWKLQHVV RI WKH VRFLDO HQYLURQPHQW� L�H� WKH OLNHOLKRRG
WKDW RXWVWDQGLQJ REOLJDWLRQV ZLOO DFWXDOO\ EH UHSDLG� 7KLV UHODWLRQVKLS LV LOOXVWUDWHG
LQ )LJXUH ���� ,QGLYLGXDO�OHYHO VRFLDO FDSLWDO� RU LQ RWKHU ZRUGV� WKH QXPEHU RI
RXWVWDQGLQJ REOLJDWLRQV XSRQZKLFK DQ DFWRU FDQ GUDZ� FDQ EH LQFUHDVHG E\ LQYHVWLQJ
UHVRXUFHV IRU WKH EHQHILW RI RWKHU DFWRUV�

)LJXUH ���� 2XWVWDQGLQJ REOLJDWLRQV� LQGLYLGXDO�OHYHO VRFLDO FDSLWDO DQG HQYLURQPHQW
WUXVWZRUWKLQHVV

$W WKH FRPPXQLW\ OHYHO� VRFLDO FDSLWDO LV GHWHUPLQHG RQ RQH KDQG E\ WKH GHQVLW\ RI
RXWVWDQGLQJ REOLJDWLRQV EHWZHHQ LWV PHPEHUV� DQG RQ WKH RWKHU KDQG E\ WKH WUXVW�
ZRUWKLQHVV DPRQJ WKH PHPEHUV WR UHSD\ WKHLU REOLJDWLRQV� &RPPXQLWLHV LQ ZKLFK
PHPEHUV DUH ³FRQVWDQWO\ GRLQJ WKLQJV IRU HDFK RWKHU´ DQG LQ ZKLFK WKHUH LV D KLJK
SURSHQVLW\ WR UHSD\ REOLJDWLRQV FDQ DFFRPSOLVK PRUH WKDQ FRPPXQLWLHV LQ ZKLFK
PHPEHUV DUH PRUH VHOI�VXIILFLHQW RU PRUH SURQH WR DGRSW D IUHH�ULGHU DWWLWXGH� ,Q
SUDFWLFH� FRPPXQLW\�OHYHO VRFLDO FDSLWDO LQFUHDVHV WKH DFFHVVLELOLW\ DQG XVHIXOQHVV
RI WDQJLEOH UHVRXUFHV DYDLODEOH ZLWKLQ WKH FRPPXQLW\�

$FFHVV WR LQIRUPDWLRQ� ,QIRUPDWLRQ LV WKH LQGLVSHQVDEOH UHTXLVLWH IRU RSSRUWXQLW\
UHFRJQLWLRQ DQG DFWLRQ� $V KDSSHQV ZLWK DOO YDOXDEOH UHVRXUFHV� LQIRUPDWLRQ JDWK�
HULQJ LV DQ H[SHQVLYH DQG WLPH�FRQVXPLQJ SURFHVV� +RZHYHU� VRFLDO WLHV ZKLFK DUH
PDLQWDLQHG IRU RWKHU SXUSRVHV FDQ SURYLGH DQRWKHU IRUP RI VRFLDO FDSLWDO� E\ DOVR
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HQDEOLQJ LQH[SHQVLYH DFFHVV WR LQIRUPDWLRQ� 7KH YDOXH RI WKHVH VRFLDO WLHV GRHV QRW
OLH LQ WKH YDOXH RI WKH RXWVWDQGLQJ REOLJDWLRQV WKH\ SURYLGH� DV ZDV WKH FDVH HDUOLHU�
EXW LQ WKH YDOXH RI WKH LQIRUPDWLRQ ZKLFK WKH\ PDNH DYDLODEOH� 7KLV W\SH RI VRFLDO
FDSLWDO LV SDUWLFXODUO\ LPSRUWDQW IURP DQ HQWUHSUHQHXULDO SHUVSHFWLYH� DV WKH YDOXH
RI WKH VDPH LQIRUPDWLRQ PD\ YDU\ IURP RQH UHFLSLHQW WR WKH QH[W �.LU]QHU� ������
2QH SHUVRQ¶V FDVXDO SLHFH RI LQIRUPDWLRQ� ZKLFK WKH\ ZLOO SDVV RQ ZLWKRXW EDWWLQJ
DQ H\H� FRXOG WXUQ RXW WR EH DQRWKHU SHUVRQ¶V RSSRUWXQLW\�

&RPPXQLW\ QRUPV DQG VDQFWLRQV� ,Q VRFLHWLHV ZKHUH HIIHFWLYH QRUPV H[LVW� WKHVH
PD\ FRQVWLWXWH DQRWKHU IRUP RI VRFLDO FDSLWDO DYDLODEOH WR DFWRUV� )RU H[DPSOH� LI
D VRFLHW\ KDV YHU\ VWURQJ QRUPV WKDW SUHYHQW FULPH� SHRSOH ZLOO EH DEOH WR ZDON
DURXQG WKH VWUHHWV DW QLJKW� ZKLFK WKH\ PLJKW QRW GR VR HDVLO\ LQ RWKHU VRFLHWLHV�
&RPPXQLW\ QRUPV PDNH SRVVLEOH FHUWDLQ DFWLRQV� DQG WKXV FRQVWLWXWH VRFLDO FDSL�
WDO� 2Q WKH RWKHU KDQG� WKH VDPH FRPPXQLW\ QRUPV WKDW HQDEOH FHUWDLQ DFWLRQV PD\
KDPSHU RWKHUV� 6RPH RI WKHVH DFWLRQV PD\ EH XQGHVLUDEOH �H�J� FULPLQDO DFWLYLWLHV��
EXW GHVLUDEOH DFWLRQV �H�J� LQQRYDWLRQ� FDQ DOVR EH VWLIOHG E\ FRPPXQLW\ QRUPV�

1HWZRUN FORVXUH DQG WKH HPHUJHQFH RI VRFLDO FDSLWDO� 6RFLDO FDSLWDO HPHUJHV
ZKHQHYHU WKHUH DUH VRFLDO UHODWLRQV DQG VWUXFWXUHV� +RZHYHU� &ROHPDQ ������ZULWHV
WKDW FHUWDLQ VRFLDO FRQILJXUDWLRQV DUH HVSHFLDOO\ SURQH WR IDFLOLWDWH WKH FUHDWLRQ RI VR�
FLDO FDSLWDO� 6XFK LV WKH FDVH RI QHWZRUN FORVXUH� 7KH QRWLRQ RI QHWZRUN FORVXUH LV
LOOXVWUDWHG LQ )LJXUH ���� &RPPXQLW\ �D� LV DQ RSHQ VWUXFWXUH� LQ ZKLFK DFWRU $ KDV
UHODWLRQV WR DFWRUV % DQG &� WKHVH WZR KDYLQJ QR FRQWDFW ZLWK HDFK RWKHU EXW UDWKHU
RXWVLGH WKH QHWZRUN �V\PEROL]HG E\ ' DQG (�� $ KDV WKH SRZHU WR LPSRVH QHJDWLYH
H[WHUQDOLWLHV RQ % DQG &� IRU LQVWDQFH E\ QRW IXOILOOLQJ KLV REOLJDWLRQV WRZDUGV WKHP�
$V % DQG & KDYH QR SRVVLELOLW\ WR FRRUGLQDWH WKHLU DFWLRQV� WKH\ KDYH D YHU\ OLPLWHG
SRZHU WR FRQWURO $¶V EHKDYLRU� ,Q FRPPXQLW\ �E�� E\ FRQWUDVW� ZKLFK LV FKDUDFWHU�
L]HG E\ QHWZRUN FORVXUH� % DQG & FDQ DFW WRJHWKHU WR VDQFWLRQ XQGHVLUDEOH EHKDYLRU
E\ $� 7KXV LQ FRPPXQLW\ �E�� LW LV PXFK OHVV OLNHO\ WKDW DQ\ DFWRU ZLOO DFW FRQWUDU\
WR WKH RWKHUV¶ LQWHUHVWV�
,Q D FRPPXQLW\ ZLWKRXW FORVXUH� WKH GHYHORSPHQW RI UHSXWDWLRQV� DV ZHOO DV WKH
LPSOHPHQWDWLRQ RI HIIHFWLYH FRPPXQLW\�ZLGH VDQFWLRQV WRZDUGV WUDQVJUHVVRUV� DUH
VHYHUHO\ KDPSHUHG� 7KXV� QHWZRUN FORVXUH HQFRXUDJHV WKH HPHUJHQFH RI VRFLDO
FDSLWDO LQ WKH IRUP RI HQIRUFHDEOH FRPPXQLW\ QRUPV� EXW LV DOVR LPSRUWDQW LQ JXDU�
DQWHHLQJ WKH WUXVWZRUWKLQHVV RI VRFLDO VWUXFWXUHV� ZLWKRXW ZKLFK REOLJDWLRQV DQG H[�
SHFWDWLRQV FDQQRW GHYHORS�

7KH FRQFHSW RI QHWZRUN FORVXUH DV DQ HVVHQWLDO VRXUFH RI VRFLDO FDSLWDO XQGHUOLHV
WKH ZRUN RI :DONHU� .RJXW� DQG 6KDQ ������� ,Q WKHLU GHILQLWLRQ� VRFLDO FDSLWDO LV ³D
PHDQV RI HQIRUFLQJ QRUPV RI EHKDYLRU DPRQJ LQGLYLGXDO RU FRUSRUDWH DFWRUV >WKXV
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)LJXUH ���� 1HWZRUNV ZLWKRXW FORVXUH �D� DQG ZLWK FORVXUH �E�

DFWLQJ@ DV D FRQVWUDLQW� DV ZHOO DV D UHVRXUFH�´ ,Q WKHLU YLHZ� WKH PHFKDQLVP WKDW
XQGHUOLHV VRFLDO FDSLWDO LV UHSXWDWLRQ� ,Q WLJKWO\�FRQQHFWHG QHWZRUNV� RU LQ RWKHU
ZRUGV� QHWZRUNV FKDUDFWHUL]HG E\ FORVXUH� DFFHSWDEOH QRUPV RI EHKDYLRU HPHUJH
HDVLO\� DQG DFWRUV GHYLDWLQJ IURP WKRVH QRUPV DUH TXLFNO\ VSRWWHG DQG FXW RII IURP
WKH QHWZRUN� 7KLV FUHDWHV D VWURQJ LQFHQWLYH IRU DFWRUV WR HQJDJH LQ DFFHSWDEOH
DQG SUHGLFWDEOH EHKDYLRU� 7KLV EHKDYLRU IRVWHUV D FOLPDWH RI WUXVWZRUWKLQHVV DQG
IDFLOLWDWHV FRRSHUDWLRQ DQG ULVN�WDNLQJ ZLWKLQ WKH QHWZRUN�

6RFLDO FDSLWDO YV RWKHU IRUPV RI FDSLWDO� $FFRUGLQJ WR &ROHPDQ ������� VRFLDO
FDSLWDO FDQ EH FRPSDUHG WR RWKHU IRUPV RI FDSLWDO� /LNH RWKHU IRUPV RI FDSLWDO�
VRFLDO FDSLWDO LV D SURGXFWLYH DVVHW� DQG LW FDQ EH LQYHVWHG LQ� /LNH KXPDQ DQG
SK\VLFDO FDSLWDO� VRFLDO FDSLWDO LV QRW FRPSOHWHO\ IXQJLEOH� LQ WKDW LW PD\ EH VSHFLILF
WR FHUWDLQ DFWLYLWLHV� 7KXV� WKH VDPH W\SH RI VRFLDO FDSLWDO ZKLFK FRXOG EH YDOXDEOH
LQ FHUWDLQ FLUFXPVWDQFHV FRXOG EH XVHOHVV RU HYHQ FRXQWHU�SURGXFWLYH ZKHQ DSSOLHG
HOVHZKHUH� %XW VRFLDO FDSLWDO GLIIHUV IXQGDPHQWDOO\ IURP RWKHU IRUPV RI FDSLWDO LQ
WKDW LW VWHPV IURP WKH VRFLDO VWUXFWXUH RI UHODWLRQV� DQG LW GRHV QRW UHVLGH ZLWKLQ WKH
DFWRUV WKHPVHOYHV�7KLV PDNHV VRFLDO FDSLWDO HYHQ OHVV WDQJLEOH WKDQ KXPDQ FDSLWDO�

&ROHPDQ¶V ZRUN IRFXVHV YHU\ VWURQJO\ RQ WKH EHQHILWV RI VRFLDO FDSLWDO DW WKH
FRPPXQLW\ OHYHO� ,Q WKLV UHVSHFW� LW LV YHU\ FORVH WR WKH YLHZSRLQWV RI DXWKRUV VXFK DV
3XWQDP ������ S����� ZKR GHILQHV VRFLDO FDSLWDO DV ³IHDWXUHV RI VRFLDO RUJDQL]DWLRQ
VXFK DV QHWZRUNV� QRUPV DQG VRFLDO WUXVW WKDW IDFLOLWDWH FRRUGLQDWLRQ DQG FRRSHU�
DWLRQ IRU PXWXDO EHQHILW´� RU )XNX\DPD ������ S���� ZKR GHILQHV LW DV ³WKH DELOLW\
RI SHRSOH WR ZRUN WRJHWKHU IRU FRPPRQ SXUSRVHV LQ JURXSV DQG RUJDQL]DWLRQV´� ,W
LV HDV\ WR VHH ZK\ WKLV SHUVSHFWLYH RQ VRFLDO FDSLWDO LV RI LQWHUHVW WR UHVHDUFKHUV LQ
HFRQRPLF GHYHORSPHQW� ,Q WKHLU OLWHUDWXUH UHYLHZ IRU WKH :RUOG %DQN 6RFLDO &DS�
LWDO ,QLWLDWLYH� )HOGPDQ DQG $VVDI ������ S�LLL� ZULWH� ³6RFLDO FDSLWDO UHIHUV WR WKH
LQWHUQDO VRFLDO DQG FXOWXUDO FRKHUHQFH RI VRFLHW\� WKH QRUPV DQG YDOXHV WKDW JRY�
HUQ LQWHUDFWLRQV DPRQJ SHRSOH DQG WKH LQVWLWXWLRQV LQ ZKLFK WKH\ DUH HPEHGGHG�
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6RFLDO FDSLWDO LV WKH JOXH WKDW KROGV VRFLHWLHV WRJHWKHU DQG ZLWKRXW ZKLFK WKHUH FDQ
EH QR HFRQRPLF JURZWK RU KXPDQ ZHOO�EHLQJ� :LWKRXW VRFLDO FDSLWDO� VRFLHW\ DW
ODUJH ZLOO FROODSVH� DQG WRGD\¶V ZRUOG SUHVHQWV VRPH YHU\ VDG H[DPSOHV RI WKLV�´

([WHUQDO GHILQLWLRQV RI VRFLDO FDSLWDO

([WHUQDO GHILQLWLRQV RI VRFLDO FDSLWDO IRFXV RQ UHODWLRQV EHWZHHQ DFWRUV� EH WKH\
LQGLYLGXDOV RU RUJDQL]DWLRQV� DQG PXFK OHVV RQ WKH FRPPXQLW\ OHYHO� 7KH FHQWHU RI
LQWHUHVW KHUH LV WKH EHQHILWV DFFUXLQJ WR WKH DFWRUV� QRW WR WKH FRPPXQLW\�

3UREDEO\ WKH PRVW SURPLQHQW H[DPSOH RI WKLV VWUHDP� %XUW �����E� GHILQHV VRFLDO
FDSLWDO DV ³IULHQGV� FROOHDJXHV� DQG PRUH JHQHUDO FRQWDFWV WKURXJK ZKRP \RX UH�
FHLYH RSSRUWXQLWLHV WR XVH \RXU ILQDQFLDO DQG KXPDQ FDSLWDO´� %XUW¶V YLVLRQ EXLOGV
XSRQ *UDQRYHWWHU¶V FRQFHSW RI WKH ³VWUHQJWK RI ZHDN WLHV´� 7KH YDOXH RI VRFLDO FDSL�
WDO FRPHV IURP RSSRUWXQLWLHV� ZKLFK DULVH WKURXJK ³VWUXFWXUDO KROHV´ EHWZHHQ GHQVH
SRFNHWV RI QHWZRUN UHODWLRQV�

)LJXUH ��� LOOXVWUDWHV WKH FRQFHSW RI VWUXFWXUDO KROHV� ,I DQ DFWRU $ LV FRQQHFWHG
WKURXJK ZHDN WLHV WR WZR RWKHUZLVH GLVFRQQHFWHG QHWZRUNV �FRQWDFWV % DQG &�� WKH
RSSRUWXQLW\ H[LWV IURP KLP WR DFW DV DQ LQWHUPHGLDU\� EURNHULQJ LQIRUPDWLRQ DQG
UHVRXUFHV EHWZHHQ WKH WZR JURXSV� 7KLV SDUWLFXODU QHWZRUN FRQILJXUDWLRQ FUHDWHV
YDOXH IRU WKH DFWRU ZKR KDSSHQV WR EH VR ZHOO�SODFHG� 6WUXFWXUDO KROHV DUH PXFK
PRUH OLNHO\ WR RFFXU ZKHQ QHWZRUN SRFNHWV DUH RQO\ FRQQHFWHG WKURXJK ZHDN WLHV�
DFFRUGLQJ WR *UDQRYHWWHU ������� ,I LQVWHDG WKH FRQQHFWLRQV ZHUH VWURQJ� DOWHUQDWLYH
WLHV ZRXOG SURJUHVVLYHO\ GHYHORS EHWZHHQ RWKHU PHPEHUV RI WKH QHWZRUN SRFNHWV�
WKXV HOLPLQDWLQJ WKH VWUXFWXUDO KROH�

)LJXUH ���� 6WUXFWXUDO KROHV DQG ZHDN WLHV

,QIRUPDWLRQ EHQHILWV DQG FRQWDFW UHGXQGDQF\� 1HWZRUNV DOORZ WKH IORZ RI LQ�
IRUPDWLRQ EHWZHHQ DFWRUV� 1HWZRUN WLHV FDQ EH FKDUDFWHUL]HG E\ WKH DPRXQW RI
QRYHO LQIRUPDWLRQ WKDW WKH\ FDQ SRWHQWLDOO\ SURYLGH� 7KH SUREDELOLW\ WKDW LQIRU�
PDWLRQ LQ D QHWZRUN ZLOO IORZ IURP RQH LQGLYLGXDO WR WKH QH[W LV GHSHQGHQW RQ
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WKH VWUHQJWK RI WKH WLH EHWZHHQ WKHP� &RQVHTXHQWO\� WZR LQGLYLGXDOV FRQQHFWHG E\
VWURQJ WLHV ZLOO VKDUH PXFK RI WKH VDPH LQIRUPDWLRQ DQG SURYLGH WKH VDPH QHWZRUN
EHQHILWV� 7KH\ DUH VDLG WR EH UHGXQGDQW E\ FRKHVLRQ �%XUW� ������ $ VHFRQG W\SH
RI UHGXQGDQF\ LV VWUXFWXUDO HTXLYDOHQFH� 7ZR FRQWDFWV DUH VDLG WR EH UHGXQGDQW
E\ VWUXFWXUDO HTXLYDOHQFH LI WKH\ VKDUH WKH VDPH FRQWDFWV� WKXV SURYLGLQJ LQGLUHFW
DFFHVV WR WKH VDPH DFWRUV�

%RWK W\SHV RI UHGXQGDQF\ DUH LOOXVWUDWHG LQ )LJXUH ���� $ VWUXFWXUDO KROH H[LVWV
ZKHQ FRQWDFWV LQ D QHWZRUN DUH QRQ�UHGXQGDQW� WKXV KDYLQJ DQG SURYLGLQJ DFFHVV
WR GLIIHUHQW VRXUFHV RI LQIRUPDWLRQ� %HFDXVH PDLQWDLQLQJ QHWZRUN WLHV LV D WLPH DQG
UHVRXUFH�FRQVXPLQJ WDVN� DQ DFWRU FDQ RQO\ PDLQWDLQ D OLPLWHG QXPEHU RI WKHP�
WKXV WKH LQFHQWLYH WR FRQFHQWUDWH RQ WKRVH WLHV ZKLFK DUH QRQ�UHGXQGDQW LQ RUGHU WR
PD[LPL]H LQIRUPDWLRQ EHQHILWV�

)LJXUH ���� 5HGXQGDQF\ E\ FRKHVLRQ �D� DQG E\ VWUXFWXUDO HTXLYDOHQFH �E�

&RQWURO EHQHILWV ²WKH WHUWLXV JDXGHQV� 7KH SUHVHQFH RI VWUXFWXUDO KROHV LQ DQ
DFWRU¶V QHWZRUN QRW RQO\ SURYLGHV WKHP ZLWK LQIRUPDWLRQ EHQHILWV� ,Q DGGLWLRQ WR
WKRVH� WKH IRFDO DFWRU JDLQV FRQWURO EHQHILWV� WKDW LV WR VD\ WKDW WKH\ ILQG WKHPVHOYHV
LQ WKH SRVLWLRQ RI WKH WHUWLXV JDXGHQV RU ³WKH WKLUG ZKR SURILWV´ IURP WKH GLVXQLRQ RI
RWKHUV� 7KHUH DUH WZR ZD\V LQ ZKLFK D IRFDO DFWRU FDQ EHQHILW IURP EHLQJ WKH WHUWLXV�
LQ WKH FDVH ZKHUH WZR FRQWDFWV DUH LQWHUHVWHG LQ WKH VDPH UHODWLRQ �H�J� ZKHQ WZR
EX\HUV ZDQW WR EX\ WKH VDPH JRRG� DQG ZKHQ GHDOLQJ ZLWK FRQIOLFWLQJ GHPDQGV
�H�J� D VXERUGLQDWH ZKR PXVW VWULNH D EDODQFH EHWZHHQ WKH FRQIOLFWLQJ GHPDQGV RI
WZR RU PRUH VXSHULRUV�� ,Q WKH ILUVW FDVH� WKH WHUWLXV¶V VWUDWHJ\ ZLOO EH VLPSOH� WR
SOD\ ERWK DFWRUV¶ ELGV DJDLQVW HDFK RWKHU LQ RUGHU WR JHW WKH EHVW GHDO� ,Q WKH VHFRQG
FDVH� WKH VWUDWHJ\ ZLOO EH WR PDNH ERWK FRQWDFWV DZDUH RI WKHLU FRQIOLFWLQJ GHPDQGV
DQG OHW WKHP UHVROYH WKH LVVXH EHWZHHQ WKHPVHOYHV�

1HWZRUN FORVXUH YV� VWUXFWXUDO KROHV� %XUW¶V ZRUN LV VWURQJO\ DW RGGV ZLWK WKH
ZRUN RI DXWKRUV VXFK DV &ROHPDQ ������� 7KH QHWZRUN FORVXUH DUJXPHQW SRVLWV WKDW
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WKH VRXUFH RI VRFLDO FDSLWDO OLHV LQ WKH WLJKWQHVV RI WKH FRQQHFWLRQV EHWZHHQPHPEHUV
RI D QHWZRUN� 7KH VWUXFWXUDO KROHV DUJXPHQW� RQ WKH RWKHU KDQG� FRQWHQGV WKDW WKH
VRXUFH RI VRFLDO FDSLWDO UHVLGHV LQ FHUWDLQ DFWRUV¶ DELOLW\� GXH WR WKHLU SRVLWLRQ� WR DFW
DV EURNHUV EHWZHHQ RWKHUZLVH GLVFRQQHFWHG SDUWV RI D QHWZRUN�

:DONHU HW DO� ������ ZULWH WKDW ILUPV KDYLQJ DEXQGDQW VRFLDO FDSLWDO DW WKHLU GLV�
SRVDO DUH DEOH WR IUHH PRUH UHVRXUFHV� ZKLFK PD\ WKHQ EH LQYHVWHG LQ FUHDWLQJ
QHZ QHWZRUN UHODWLRQV� +RZHYHU� WKHVH QHZ UHODWLRQV PD\ EH GHYHORSHG LQ WZR
PXWXDOO\�H[FOXVLYH ZD\V� )LUVWO\� WKH ILUPV PD\ FKRRVH WR VWUHQJWKHQ WKH H[LVWLQJ
QHWZRUN RI UHODWLRQV E\ GHYHORSLQJ WLHV LQVLGH WKH QHWZRUN� 7KH UDWLRQDOH IRU WKLV
ZRXOG EH WR SUHVHUYH WKH YDOXH RI WKHLU VRFLDO FDSLWDO� 7LH GHYHORSPHQW LQ WKLV FDVH
ZRXOG KDSSHQ LQ D SDWK�GHSHQGHG ZD\� 2Q WKH RWKHU KDQG� WKRXJK� VRPH ILUPV PD\
DOVR FKRRVH QRW WR GHYHORS WLHV ZLWKLQ WKHLU H[LVWLQJ QHWZRUN� EXW RXWVLGH LW� LQ RUGHU
WR WU\ DQG H[SORLW HQWUHSUHQHXULDO RSSRUWXQLWLHV VWHPPLQJ IURP VWUXFWXUDO KROHV�

7R VRPH H[WHQW� WKH GLIIHUHQFH EHWZHHQ WKH QHWZRUN FORVXUH DUJXPHQW DQG WKH
VWUXFWXUDO KROHV DUJXPHQW FDQ EH WUDFHG EDFN WR WKH GLIIHUHQFH LQ LQWHUQDO DQG H[�
WHUQDO IRFXVHV� &ROHPDQ ������¶V SHUVSHFWLYH XQGHUOLQHV WKH YDOXH RI FRKHVLYHQHVV
LQVLGH D FRPPXQLW\ RU DQ RUJDQL]DWLRQ� ZKHUHDV %XUW �����D� ����� ����� ����E�
����E� H[SORUHV WKH LGHD WKDW VWUXFWXUDO KROHV LQ WKH IRFDO DFWRU¶V H[WHUQDO OLQNDJHV
FDQ \LHOG FRPSHWLWLYH EHQHILWV�

6RFLDO FDSLWDO DV D PHDQV WR DFFHVV UHVRXUFHV

$VLGH IURP WKH GLVWLQFWLRQ EHWZHHQ LQWHUQDO DQG H[WHUQDO GHILQLWLRQV RI VRFLDO FDS�
LWDO� VRPH DXWKRUV FRQVLGHU VRFLDO FDSLWDO DV D PHDQV WR DFFHVV UHVRXUFHV� ZKLOH
RWKHUV FRQVLGHU LW D UHVRXUFH LQ LWV RZQ ULJKW� $PRQJ WKH DXWKRUV ZKR DGRSW WKH
ILUVW SHUVSHFWLYH� ZH FDQ FLWH .QRNH ������ S����� ZKR ZULWHV� ³>VRFLDO FDSLWDO LV@
WKH SURFHVV E\ ZKLFK VRFLDO DFWRUV FUHDWH DQG PRELOL]H WKHLU QHWZRUN FRQQHFWLRQV
ZLWKLQ DQG EHWZHHQ RUJDQL]DWLRQV WR JDLQ DFFHVV WR RWKHU VRFLDO DFWRUV¶ UHVRXUFHV�´
6LPLODUO\� 3RUWHV ������ S��� GHILQHV VRFLDO FDSLWDO DV ³WKH DELOLW\ RI DFWRUV WR VHFXUH
EHQHILWV E\ YLUWXH RI PHPEHUVKLS LQ VRFLDO QHWZRUNV RU RWKHU VRFLDO VWUXFWXUHV�´

,Q WKLV SHUVSHFWLYH� WKH IRFXV LV QRW SODFHG RQ VRFLDO FDSLWDO LWVHOI� EXW RQ WKH
UHVRXUFHV WKDW EHFRPH DYDLODEOH WKURXJK LWV XVH� ,Q WKH ZRUGV RI %XUW ������ S�����
WKH TXHVWLRQ DVNHG LV ³ZKR´ �RU ZKDW� \RX UHDFK WKURXJK \RXU QHWZRUN� QRW ³KRZ´
\RX UHDFK LW �L�H� WKH YDOXH RI WKH QHWZRUN¶V VWUXFWXUDO FRQILJXUDWLRQ��

)URP WKH DERYH GHILQLWLRQV LW DSSHDUV WKDW VRFLDO FDSLWDO LQ WKLV SHUVSHFWLYH LV QRW
VHHQ DV DQ LGHQWLILDEOH REMHFW LQ LWVHOI� EXW DV D µSURFHVV¶ RI FUHDWLQJ DQG PRELOL]LQJ
DVVHWV �WKH QHWZRUN FRQQHFWLRQV�� RU DV DQ µDELOLW\¶ WR GHULYH EHQHILWV IURP WKRVH
DVVHWV� 6HPDQWLFDOO\� WKHVH GHILQLWLRQV IDOO YHU\ FORVH WR WKH FRQFHSW RI FDSDELOLW\�
ZKLFK $PLW DQG 6FKRHPDNHU ������ S���� GHILQH DV D ILUP¶V FDSDFLW\ WR GHSOR\
UHVRXUFHV�
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,Q WKLV SHUVSHFWLYH� VRFLDO FDSLWDO FRXOG EH GHILQHG DV WKH FDSDELOLW\ WR GHSOR\ D
FHUWDLQ QXPEHU RI VRFLDO UHVRXUFHV� VXFK DV QHWZRUN FRQQHFWLRQV� OHJLWLPDF\� VKDUHG
QRUPV DQG RWKHU VXFK UHVRXUFHV DV PLJKW HPHUJH IURP PHPEHUVKLS LQ VRFLDO QHW�
ZRUNV RU VWUXFWXUHV� 'HILQLQJ VRFLDO FDSLWDO DV D FDSDELOLW\� KRZHYHU� LV D GHSDUWXUH
IURP WKH PHWDSKRU RI µFDSLWDO¶� VLQFH DOO RWKHU IRUPV RI FDSLWDO DUH FRQVLGHUHG UH�
VRXUFHV� ,Q WKH QH[W VHFWLRQ� ZH GLVFXVV VRFLDO FDSLWDO GHILQLWLRQV WKDW FRQVLGHU VRFLDO
FDSLWDO DV D UHVRXUFH�

6RFLDO FDSLWDO DV D UHVRXUFH

$ QXPEHU RI DXWKRUV WKLQN RI VRFLDO FDSLWDO DV D UHVRXUFH� 7KH VRXUFH RI VRFLDO FDS�
LWDO OLHV LQ WKH VRFLDO VWUXFWXUH RU WKH VRFLDO UHODWLRQV LQ ZKLFK DFWRUV DUH HPEHGGHG�
([DPSOHV RI WKLV YLHZ DUH�

� %DNHU ������ S������ ³D UHVRXUFH WKDW DFWRUV GHULYH IURP VSHFLILF VRFLDO
VWUXFWXUHV DQG WKHQ XVH WR SXUVXH WKHLU LQWHUHVWV� LW LV FUHDWHG E\ FKDQJHV
LQ WKH UHODWLRQVKLSV DPRQJ DFWRUV�´

� :RROFRFN ������ S������ ³WKH LQIRUPDWLRQ� WUXVW DQG QRUPV RI UHFLSURFLW\
LQKHULQJ LQ RQH¶V VRFLDO QHWZRUNV�´

� &ROHPDQ ������ S����� ³/LNH RWKHU IRUPV RI FDSLWDO� VRFLDO FDSLWDO LV SUR�
GXFWLYH� PDNLQJ SRVVLEOH WKH DFKLHYHPHQW RI FHUWDLQ HQGV WKDW LQ LWV DEVHQFH
ZRXOG QRW EH SRVVLEOH�´

2WKHU DXWKRUV JR HYHQ IXUWKHU DQG QRW RQO\ VHH VRFLDO VWUXFWXUH DV WKH VRXUFH RI
VRFLDO FDSLWDO� 7KH\ DOVR FRPELQH LQ WKHLU GHILQLWLRQ WKH VRXUFH DQG WKH YDOXH RI
VRFLDO FDSLWDO� L�H� WKH UHVRXUFHV PDGH DYDLODEOH WKURXJK WKH QHWZRUN VWUXFWXUH�

� %RXUGLHX ������ S������ ³WKH DJJUHJDWH RI WKH DFWXDO RU SRWHQWLDO UHVRXUFHV
ZKLFK DUH OLQNHG WR SRVVHVVLRQ RI D GXUDEOH QHWZRUN RI PRUH RU OHVV LQVWLWX�
WLRQDOL]HG UHODWLRQVKLSV RI PXWXDO DFTXDLQWDQFH RU UHFRJQLWLRQ�´

� 1DKDSLHW DQG *KRVKDO ������ S������ ³WKH VXP RI WKH DFWXDO DQG SRWHQWLDO UH�
VRXUFHV HPEHGGHG ZLWKLQ� DYDLODEOH WKURXJK� DQG GHULYHG IURP WKH QHWZRUN
RI UHODWLRQVKLSV SRVVHVVHG E\ DQ LQGLYLGXDO RU VRFLDO XQLW�´

� %XUW ������ S����� ³6RFLDO FDSLWDO LV DW RQFH WKH UHVRXUFHV FRQWDFWV KROG DQG
WKH VWUXFWXUH RI FRQWDFWV LQ D QHWZRUN�´

$OO RI WKHVH GHILQLWLRQV KDYH LQ FRPPRQ WKDW VRFLDO FDSLWDO LV VHHQ DV D UHVRXUFH� ,Q
WKH PRUH UHVWULFWLYH GHILQLWLRQV� WKH VRXUFH RI WKH UHVRXUFH LV WKH VWUXFWXUH RI VRFLDO
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FRQWDFWV� 7KH EURDGHU GHILQLWLRQV DGG DQRWKHU OD\HU WR WKH FRQFHSW RI VRFLDO FDSLWDO
E\ LQWHJUDWLQJ LWV VRXUFH ZLWK LWV YDOXH� L�H� WKRVH UHVRXUFHV KHOG E\ FRQWDFWV LQ WKH
QHWZRUN�

7KLV ODVW VHW RI GHILQLWLRQV VKRZV WKDW LW LV QRW QHFHVVDU\ WR WKLQN RI VRFLDO FDS�
LWDO DV D FDSDELOLW\ WR H[SODLQ KRZ LW FRXOG SURYLGH DFFHVV WR UHVRXUFHV� )RU RQH�
WKH UHVRXUFHV ZKLFK DUH HPEHGGHG LQ WKH QHWZRUN FDQ EH WKRXJKW RI DV SDUW RI WKH
FRQFHSW RI VRFLDO FDSLWDO� %XW HYHQ WKLV VWHS LV QRW QHFHVVDU\� ,QGHHG� WKHUH LV QR
LPSHGLPHQW IRU RQH UHVRXUFH WR HQDEOH DFFHVV WR RWKHU UHVRXUFHV� $ SULPH H[DPSOH
RI WKLV ZRXOG EH ILQDQFLDO FDSLWDO� ,I ZH WKLQN RI VRFLDO FDSLWDO DV D UHVRXUFH� ZLWK�
RXW QHFHVVDULO\ LQFOXGLQJ LQ WKDW GHILQLWLRQ DVVHWV HPEHGGHG LQ WKH QHWZRUN� VRFLDO
FDSLWDO FDQ EH DSSOLHG WR DFTXLUH RWKHU UHVRXUFHV�

,Q WKLV GLVVHUWDWLRQ� ZH FKRRVH WR DGRSW WKH YLHZ WKDW VRFLDO FDSLWDO LV D UHVRXUFH�
7KH PRVW LPSRUWDQW DQG GLVWLQFWLYH FKDUDFWHULVWLFV RI VRFLDO FDSLWDO DV D UHVRXUFH DUH
WKH IROORZLQJ�

([KDXVWLELOLW\ DQG GHSUHFLDWLRQ� &RQWUDU\ WR PDQ\ RWKHU W\SHV RI UHVRXUFHV� XV�
DJH RI VRFLDO FDSLWDO GRHV QRW H[KDXVW LW� 2Q WKH FRQWUDU\� UHJXODU XVDJH RI VRFLDO
FDSLWDO LV QHFHVVDU\ WR DYRLG LWV GHSUHFLDWLRQ� 6RFLDO FDSLWDO UHTXLUHV UHJXODU PDLQ�
WHQDQFH� 1HWZRUN WLHV ZKLFK DUH OHIW XQPDLQWDLQHG DQG XQXVHG IRU ORQJ SHULRGV RI
WLPH EHFRPH ORRVH DQG XQUHOLDEOH� )RU WKLV UHDVRQ� DQG EHFDXVH RI WLPH FRQVWUDLQWV�
DFWRUV FDQ RQO\ YLDEO\ PDLQWDLQ D OLPLWHG QXPEHU RI QHWZRUN WLHV DW DQ\ RQH WLPH�
)LQDOO\� QRW RQO\ GRHV VRFLDO FDSLWDO QRW GHFUHDVH ZLWK XVH� EXW LQ FHUWDLQ FLUFXP�
VWDQFHV LW PD\ HYHQ LQFUHDVH ZKHQ XVHG� 7KLV LV WKH FDVH IRU VWURQJ QHWZRUN WLHV�
VXFK DV IULHQGVKLS� 2Q WKH RWKHU KDQG� LW LV SRVVLEOH WR GLPLQLVK RU GHVWUR\ VRFLDO
FDSLWDO E\ DEXVLYH XVH�

%\�SURGXFW RI RWKHU DFWLYLWLHV� 6RFLDO FDSLWDO LV FUHDWHG DV D E\�SURGXFW RI VRFLDO
LQWHUDFWLRQV� 7KLV UHVRXUFH LV FUHDWHG ZKHQ DFWRUV HQJDJH LQ� DQG PDLQWDLQ� VRFLDO
WLHV� 7KH SXUSRVH RI WKRVH WLHV QHHG QRW EH WKH FUHDWLRQ RI VRFLDO FDSLWDO LQ LWVHOI�
6RFLDO WLHV DUH DSSURSULDEOH� WKDW LV WR VD\ WKDW WKH\ PD\ EH XVHG �WR VRPH H[WHQW� DW
OHDVW� IRU SXUSRVHV RWKHU WKDQ WKRVH IRU ZKLFK WKH\ ZHUH FUHDWHG &ROHPDQ �������

3DWK�GHSHQGHQF\� 6RFLDO FDSLWDO GHYHORSV LQ D SDWK�GHSHQGHQW ZD\� 7KH H[LVWLQJ
FRQWDFWV LQ DQ DFWRU¶V QHWZRUN VWURQJO\ LQIOXHQFH WKH FRQWDFWV WKDW WKLV DFWRU LV OLNHO\
WR HVWDEOLVK LQ WKH IXWXUH� :KRP \RX NQRZ ODUJHO\ GHWHUPLQHV ZKRP \RX ZLOO JHW
WR NQRZ� 3HRSOH JHW XVHG WR GHDOLQJ ZLWK WKH SDUWQHUV WKH\ NQRZ ZHOO� :KLOH WKLV
IDFLOLWDWHV WUXVW DQG FRRSHUDWLRQ ZLWK WKRVH SDUWQHUV� LW DOVR PHDQV WKDW OHVV WLPH LV
DYDLODEOH IRU GLVFRYHULQJ FRQWDFWV RXWVLGH WKH HVWDEOLVKHG QHWZRUN� 7KXV� FRQWDFWV
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QRW RQO\ SURYLGH DFWRUV DFFHVV WR PRUH FRQWDFWV� EXW WKH\ DOVR LVRODWH WKHP IURP
FRQWDFWV QRW LQ WKHLU RZQ QHWZRUN�

&ROOHFWLYH JRRG� 6RFLDO FDSLWDO KDV HOHPHQWV RI D FROOHFWLYH JRRG� LQ WKH VHQVH
WKDW LW LV QRW WKH VROH SURSHUW\ RI WKH DFWRU WKDW EHQHILWV IURP LW �&ROHPDQ� ������
7KLV LV HVSHFLDOO\ WUXH ZKHQ RQH DGRSWV DQ LQWHUQDO SHUVSHFWLYH� 6RFLDO FDSLWDO LV
RZQHG MRLQWO\ E\ WKH PHPEHUV RI D UHODWLRQVKLS� ,W FDQ EH XVHG QRQ�ULYDOURXVO\�
L�H� RQH¶V XVDJH RI VRFLDO FDSLWDO GRHV QRW GLPLQLVK LWV DYDLODELOLW\ WR WKH RWKHUV�
+RZHYHU� FRQWUDU\ WR SXEOLF JRRGV� WKH XVH RI VRFLDO FDSLWDO LV H[FOXGDEOH� WKDW LV WR
VD\ RWKHUV FDQ EH SUHYHQWHG IURP DFFHVVLQJ D QHWZRUN�

5LJLGLW\� ,V LW SRVVLEOH WR PRGLI\ H[LVWLQJ VRFLDO FDSLWDO" &HUWDLQO\� DW OHDVW WR
VRPH H[WHQW� 1HWZRUN VWUXFWXUH FDQ EH PRGLILHG E\ FUHDWLQJ QHZ WLHV� VHYHULQJ
RWKHUV� UHGXFLQJ RU LQFUHDVLQJ WKH VWUHQJWK RI H[LVWLQJ WLHV� RU FKRRVLQJ WR SURPRWH
LQGLUHFW WLHV WR GLUHFW WLHV� RU YLFH�YHUVD� +RZHYHU� WKH IDFW WKDW LW LV SRVVLEOH WR PRG�
LI\ VRFLDO FDSLWDO GRHV QRW LPSO\ WKDW WKLV LV HDVLO\ RU UDSLGO\ DFKLHYHG� ,W LV GLIILFXOW
DQG FRVWO\ WR SXOO RXW RI HVWDEOLVKHG VRFLDO WLHV �*DUJLXOR DQG %HQDVVL� ������ 7KH
PRUH SURGXFWLYH WKRVH WLHV KDYH EHHQ LQ WKH SDVW� WKH KDUGHU LW ZLOO EH WR UHGXFH WKHLU
SURPLQHQFH� RU WR VHYHU WKHP DOWRJHWKHU�

2QH UHDVRQ IRU WKLV LV UHODWLRQDO LQHUWLD� :KHQ SHRSOH DUH XVHG WR ZRUNLQJ ZLWK
ORQJ�WHUP SDUWQHUV� WKH VWUHQJWK RI WKHLU ERQGV ZLOO DFW DV D FRJQLWLYH ILOWHU IRU WKH
LQIRUPDWLRQ DQG SHUVSHFWLYHV WKH\ UHFHLYH� HIIHFWLYHO\ ORFNLQJ WKHP RXW IURP WKH
RXWHU ZRUOG �*UDEKHU� ������ 7KH\PD\ QRW HYHQ UHDOL]H DQ\PRUH WKDW RWKHU FRQWDFWV
PLJKW EHWWHU ILW WKHLU QHHGV� )XUWKHUPRUH� FUHDWLQJ QHZ WLHV LQYROYHV LPSRUWDQW� DQG
XQFHUWDLQ� LQLWLDO LQYHVWPHQWV ZKLFK PD\ DSSHDU GDXQWLQJ ZKHQ FRPSDUHG WR WKH
FRPIRUW RI H[LVWLQJ� WULHG DQG WUXH QHWZRUN WLHV� $FWRUV DUH DOO WKH PRUH UHOXFWDQW WR
JLYH XS H[LVWLQJ WLHV EHFDXVH RI WKLV�

$ VHFRQG UHDVRQ WR WKH ULJLGLW\ RI VRFLDO FDSLWDO LV WKH QRUP RI UHFLSURFLW\� 5HFL�
SURFLW\ LV QRW MXVW UHSD\LQJ RQH IDYRU ZLWK DQRWKHU� 6LQFH WKH YDOXH RI VRFLDO WUDQV�
DFWLRQV LV GLIILFXOW WR DVVHVV� DFWRUV PD\ KDYH GLIIHUHQW SHUFHSWLRQV RQ ZKHWKHU WKH
³DFFRXQWV DUH VHWWOHG´ �%ODX� ������ %XW HYHQ LI DFFRXQWV DUH SHUFHLYHG WR EH VHWWOHG�
WKHUH VWLOO UHPDLQV DQ H[SHFWDWLRQ RI RQJRLQJ EHKDYLRU WRZDUGV H[LVWLQJ UHODWLRQV�
)DLOXUH WR UHFLSURFDWH� HYHQ LI WKH H[SHFWHG EHQHILWV RI GRLQJ VR DUH ORZ� PD\ UHVXOW
LQ VWURQJ GDPDJH WR DQ DFWRU¶V UHSXWDWLRQ LQVLGH D FRPPXQLW\� DIIHFWLQJ WKH DELO�
LW\ WR FUHDWH QHZ WLHV� 7KHUH LV D VWURQJ VRFLDO VWLJPD DVVRFLDWHG ZLWK EHLQJ VHHQ
LQVWUXPHQWDOL]LQJ VRFLDO UHODWLRQV DQG VHYHULQJ WKHP DV VRRQ DV WKH\ FHDVH WR EH
XVHIXO�
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'LPHQVLRQV RI VRFLDO FDSLWDO

6RFLDO FDSLWDO LV XVXDOO\ FRQVLGHUHG DV D PXOWLGLPHQVLRQDO FRQFHSW� ERWK LQ LQWHU�
QDO DQG LQ H[WHUQDO GHILQLWLRQV� 8VLQJ DQ LQWHUQDO DSSURDFK� /HDQD DQG 9DQ %XUHQ
������ GLVWLQJXLVK WKH IROORZLQJ GLPHQVLRQV�

� $VVRFLDELOLW\� ZLOOLQJQHVV DQG DELOLW\ RI WKH PHPEHUV RI DQ RUJDQL]DWLRQ WR
VXERUGLQDWH WKHLU LQGLYLGXDO LQWHUHVWV DQG DFWLRQV WR WKH FROOHFWLYH JRDOV DQG
DFWLRQV�

� 7UXVW� JHQHUDOO\ GHILQHG DV WKH ³ZLOOLQJQHVV WR EH YXOQHUDEOH´ �/HDQD DQG
9DQ %XUHQ� ����� S������ WUXVW LV DQ HVVHQWLDO HOHPHQW WR HQVXUH WKDW DFWRUV
ZLWKLQ DQ RUJDQL]DWLRQ DUH ZLOOLQJ WR VKDUH LQIRUPDWLRQ DQG UHVRXUFHV�

,Q DQ H[WHUQDO SHUVSHFWLYH� 1DKDSLHW DQG *KRVKDO ������ GLVWLQJXLVK WKUHH GLPHQ�
VLRQV RI VRFLDO FDSLWDO�

� 7KH VWUXFWXUDO GLPHQVLRQ UHIHUV WR WKH VRFLDO LQWHUDFWLRQ WLHV EHWZHHQ DFWRUV
LQ D QHWZRUN� 7KH VWUXFWXUH RI WLHV LQ DQ DFWRU¶V QHWZRUN SURYLGHV DGYDQWDJHV
IRU WKH DFWRU� LQ WKH IRUP RI UHVRXUFHV� LQIRUPDWLRQ RU EURNHUDJH RSSRUWXQL�
WLHV �*UDQRYHWWHU� ������

� 7KH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO FRPSULVHV DVVHWV WKDW DUH HPEHG�
GHG LQ WKH VRFLDO WLHV� VXFK DV WUXVW DQG WUXVWZRUWKLQHVV�

� 7KH FRJQLWLYH GLPHQVLRQ RI VRFLDO FDSLWDO LV GHILQHG DV WKH VKDUHG FRGH RU
D VKDUHG SDUDGLJP LQ D VRFLDO V\VWHP� LW IRUPV WKH IRXQGDWLRQ RI D FRPPX�
QLW\¶V RU RI D ILUP¶V VHOI�SHUFHSWLRQ� %XUW ������ FDOOV WKLV WKH ³SXEOLF JRRG´
DVSHFW RI VRFLDO FDSLWDO� ZKLOH IRU $QGHUVRQ DQG -DFN ������ WKH FRJQLWLYH
GLPHQVLRQ LV SDUW RI WKH FRQWH[W LQ ZKLFK QHWZRUN DFWRUV EHFRPH HPEHGGHG�

7KH GLPHQVLRQV RI VRFLDO FDSLWDO DUH QRW LQGHSHQGHQW RI RQH DQRWKHU� 2Q WKH FRQ�
WUDU\� WKH\ LQWHUDFW LQ VHYHUDO ZD\V �7VDL DQG *KRVKDO� ������

*DEDUUR ������ GHVFULEHG DQ LQWHUDFWLRQ EHWZHHQ WKH UHODWLRQDO DQG WKH VWUXFWXUDO
GLPHQVLRQV� +H QRWHG WKDW RYHU WLPH� IUHTXHQW LQWHUDFWLRQ EHWZHHQ DFWRUV PDGH WKH
SDUWLHV PRUH OLNHO\ WR SHUFHLYH HDFK RWKHU DV WUXVWZRUWK\� 6WURQJHU LQWHUDFWLRQ WLHV
SRVLWLYHO\ DIIHFW WUXVW DQG WUXVWZRUWKLQHVV OHYHOV LQ D UHODWLRQVKLS �1HOVRQ� ������
)RU WKLV UHDVRQ� WKH VWUXFWXUDO GLPHQVLRQ RI VRFLDO FDSLWDO UHLQIRUFHV WKH UHODWLRQDO
GLPHQVLRQ�

7KH UHODWLRQDO GLPHQVLRQ LV DOVR OLQNHG WR WKH FRJQLWLYH GLPHQVLRQ �/HDQD DQG
9DQ %XUHQ� ������ &RPPRQ YDOXHV DQG D VKDUHG YLVLRQ KHOS WR GHYHORS WUXVW LQ D
UHODWLRQVKLS� 7KH\ DOVR HQFRXUDJH DFWRUV WR ZRUN WRJHWKHU WR DWWDLQ FROOHFWLYH JRDOV



��

UDWKHU WKDQ DFWLQJ LQ D VHOI�LQWHUHVWHG RU RSSRUWXQLVWLF ZD\� ,Q WKLV ZD\� UHODWLRQDO
VRFLDO FDSLWDO VHUYHV WR UHLQIRUFH FRJQLWLYH VRFLDO FDSLWDO�

����� /HYHOV RI VRFLDO FDSLWDO

6RFLDO FDSLWDO FDQ EH DQDO\]HG DW GLIIHUHQW EXW LQWHUUHODWHG OHYHOV� FRPPXQLW\� ILUP
DQG LQGLYLGXDO �/HHQGHUV DQG *DEED\� ������ 7KLV GLVWLQFWLRQ LV RQH RI ³ORFXV RI
HIILFLHQF\´ �*UDQGRUL DQG 6RGD� ������ ,W LV QRW DOZD\V PDGH H[SOLFLW E\ DXWKRUV�
ZKLFK FDQ OHDG WR VRPH FRQIXVLRQ�

$W WKH FRPPXQLW\ OHYHO� DV ZH KDYH DOUHDG\ GLVFXVVHG� VRFLDO FDSLWDO LV GHILQHG DV
WKH DPRXQW RI RXWVWDQGLQJ REOLJDWLRQV ZLWKLQ WKH FRPPXQLW\ �&ROHPDQ� ����� 3XW�
QDP� ������ 6RFLDO FDSLWDO DW WKH FRPPXQLW\ OHYHO ILQGV LWV VRXUFHV LQ WKH QRUPDWLYH
VWUXFWXUH RI WKH FRPPXQLW\� WKH OHYHO RI WUXVWZRUWKLQHVV ZLWKLQ WKH FRPPXQLW\ DQG
LQ WKH GHJUHH RI QHWZRUN FORVXUH WKDW FKDUDFWHUL]HV WKH FRPPXQLW\� &RPPXQLWLHV
ZLWK KLJKHU OHYHOV RI VRFLDO FDSLWDO DUH DEOH WR ³DFKLHYH PRUH´ DQG IXQFWLRQ PRUH HI�
ILFLHQWO\� &RPPXQLW\�OHYHO VRFLDO FDSLWDO HQKDQFHV WKH DYDLODELOLW\ DQG XVHIXOQHVV
RI UHVRXUFHV RZQHG E\ FRPPXQLW\ PHPEHUV�

7KH ILUP OHYHO LV FRQVWLWXWHG E\ WKH ³FRPPXQLW\ RI ILUPV´ WKDW D ILUP LQWHUDFWV
ZLWK� VXFK DV RWKHU ILUPV LQ WKH LQGXVWU\ DQG DFURVV WKH YDOXH FKDLQ� )LUP�OHYHO
VRFLDO FDSLWDO LV GHILQHG DV WKH DPRXQW RI RXWVWDQGLQJ REOLJDWLRQV WKDW D ILUP KROGV
YLV�j�YLV RWKHU ILUPV� DQG WKH DFFHVV WR LQIRUPDWLRQ SURYLGHG E\ LWV QHWZRUN� 7KH
ILUP¶V VRFLDO FDSLWDO ILQGV LWV VRXUFHV LQ WKH VWUXFWXUH RI WKH ILUP¶V QHWZRUN RI FRQ�
WDFWV �LQFOXGLQJ DQ\ VWUXFWXUDO KROHV SUHVHQW LQ WKH QHWZRUN� DQG WKH UHVRXUFHV LW
SRVVHVVHV DQG ZKLFK FDQ EH LQYHVWHG WR FUHDWH RXWVWDQGLQJ REOLJDWLRQV� )LUPV GH�
ULYH D QXPEHU RI HFRQRPLF EHQHILWV IURP WKHLU VRFLDO FDSLWDO� QDPHO\ WKH DELOLW\ WR
FR�RSW UHVRXUFHV DQG OHJLWLPDF\ PRUH HDVLO\ DQG FKHDSO\ WKDQ ZRXOG EH SRVVLEOH LQ
WKH DEVHQFH RI VRFLDO FDSLWDO�

$W WKH LQGLYLGXDO OHYHO� VRFLDO FDSLWDO LV GHILQHG DV WKH RXWVWDQGLQJ REOLJDWLRQV
KHOG E\ WKH LQGLYLGXDO YLV�j�YLV RWKHUV� DQG WKH DYDLODELOLW\ RI LQIRUPDWLRQ SURYLGHG
E\ WKH QHWZRUN RI FRQWDFWV� 7KH VRXUFHV RI LQGLYLGXDO�OHYHO VRFLDO FDSLWDO DUH WKH
VWUXFWXUH RI WKH QHWZRUN RI FRQWDFWV �LQFOXGLQJ DQ\ VWUXFWXUDO KROHV� DQG WKH UH�
VRXUFHV DYDLODEOH WR WKH LQGLYLGXDO DQG ZKLFK PD\ EH XVHG WR KHOS RWKHUV LQ RUGHU
WR FUHDWH RXWVWDQGLQJ REOLJDWLRQV�

7KH WKUHH OHYHOV RI VRFLDO FDSLWDO DUH QRW KHUPHWLFDOO\ LVRODWHG IURP HDFK RWKHU�
1RW RQO\ DUH WKHUH LQWHUDFWLRQV EHWZHHQ GLIIHUHQW OHYHOV� EXW WKH OLWHUDWXUH DOVR PHQ�
WLRQV LQVWDQFHV LQ ZKLFK RQH OHYHO RI VRFLDO FDSLWDO FDQ UHLQIRUFH RU DFW DV D VXEVWLWXWH
IRU DQRWKHU�

)RU H[DPSOH� WKH IDFWRUV ZKLFK FRQVWLWXWH VRXUFHV RI VRFLDO FDSLWDO DW WKH FRP�
PXQLW\ OHYHO� DQG LQ SDUWLFXODU WKH WUXVWZRUWKLQHVV RI WKH HQYLURQPHQW� UHLQIRUFH
WKH HFRQRPLF EHQHILWV DFFUXLQJ WR ERWK ILUPV DQG LQGLYLGXDOV LQ WKH H[HUFLVH RI
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WKHLU RZQ VRFLDO FDSLWDO� 7KH GHJUHH RI WUXVWZRUWKLQHVV RI WKH FRPPXQLW\ WKDW ILUPV
DQG LQGLYLGXDOV DUH HPEHGGHG LQ GHWHUPLQHV WKH XOWLPDWH YDOXH RI WKH RXWVWDQGLQJ
REOLJDWLRQV KHOG E\ LQGLYLGXDOV DQG ILUPV �&ROHPDQ� ������ +ROGLQJ D ODUJH QXP�
EHU RI RXWVWDQGLQJ REOLJDWLRQV FDQ RQO\ \LHOG DFFHVV WR UHVRXUFHV RU OHJLWLPDF\ LI
WKRVH REOLJDWLRQV DUH DFWXDOO\ KRQRUHG� DQG WKLV ZLOO GHSHQG RQ WKH FRPPXQLW\¶V
WUXVWZRUWKLQHVV�

$OVR� DOWKRXJK LQGLYLGXDO�OHYHO VRFLDO FDSLWDO LV GLVWLQFW IURP ILUP�OHYHO VRFLDO
FDSLWDO� LW FDQ DOVR \LHOG EHQHILWV DW WKH ILUP OHYHO �/HHQGHUV DQG *DEED\� ������ %\
FDOOLQJ RQ KLV SHUVRQDO VRFLDO FDSLWDO� WKH HQWUHSUHQHXU FDQ IRU H[DPSOH VHFXUH WKH
XVDJH RI IDFLOLWLHV IRU WKHLU ILUP� HVWDEOLVK FRQWDFWV DQG FUHGLELOLW\ ZLWK SURVSHFWLYH
FXVWRPHUV DQG VXSSOLHUV RU UHFUXLW NH\ HPSOR\HHV� ,QGLYLGXDO�OHYHO VRFLDO FDSLWDO LV
URXWLQHO\ XVHG E\ HQWUHSUHQHXUV DV DQ LQLWLDO VXEVWLWXWH IRU ILUP�OHYHO VRFLDO FDSLWDO
GXULQJ WKHLU ILUP¶V VWDUW�XS SKDVH� )LUPV LQ WKLV SKDVH� ZKLFK KDYH QR SDVW SHUIRU�
PDQFH KLVWRU\� YHU\ OLWWOH LQ WHUP RI FXUUHQW RSHUDWLRQV DQG RIWHQ QR FRPSDUDEOH
FRPSDQLHV� SRVH D UHDO FKDOOHQJH WR RXWVLGH VWDNHKROGHUV ZLVKLQJ WR HVWDEOLVK WKH
ILUP¶V YDOXH RU FUHGLELOLW\� ,Q RUGHU WR HVWDEOLVK WKLV FUHGLELOLW\� VWDUW�XS ILUPV RI�
WHQ UHO\ RQ WKH VXFFHVVIXO WUDFN UHFRUG DQG QHWZRUN RI WKHLU PDQDJHUV �'DPRGDUDQ�
������

,QGLYLGXDO�OHYHO VRFLDO FDSLWDO LV QRW RQO\ DQ HDUO\ VXEVWLWXWH� EXW DOVR D VRXUFH RI
ILUP�OHYHO VRFLDO FDSLWDO� $ QXPEHU RI DXWKRUV LQ WKH VRFLDO FDSLWDO OLWHUDWXUH HYHQ JR
VR IDU DV WR FRQVLGHU ILUP�OHYHO VRFLDO FDSLWDO SULPDULO\ DV DQ DJJUHJDWH RI LQGLYLGXDO�
OHYHO VRFLDO FDSLWDO �%XUW� ����� 3HQQLQJV HW DO�� ����� RU DV DQ DSSURSULDWLRQ E\
WKH ILUP RI LWV PHPEHUV¶ VRFLDO FDSLWDO �/HHQGHUV DQG *DEED\� ������ $W DQ\ UDWH�
SUHYLRXV UHVHDUFK KDV VXJJHVWHG LQGLYLGXDO�OHYHO VRFLDO FDSLWDO� DQG HQWUHSUHQHXUV¶
HPEHGGHGQHVV LQ WKHLU ORFDO VRFLDO FRQWH[W� DV D PDMRU VRXUFH IRU D QHZ YHQWXUH¶V
ILUP�OHYHO VRFLDO FDSLWDO �$UHQLXV� ����� &RORPER DQG *ULOOL� ����� 'DYLGVVRQ DQG
+RQLJ� ����� -DFN DQG $QGHUVRQ� ����� 6KDQH DQG .KXUDQD� ����� :LWW� ������
2QH PHFKDQLVP E\ ZKLFK LQGLYLGXDO�OHYHO VRFLDO FDSLWDO FDQ DFW DV D VRXUFH IRU
ILUP�OHYHO VRFLDO FDSLWDO LV WKDW WKH HFRQRPLF EHQHILWV DFFUXLQJ WR WKH ILUP WKURXJK
LWV PDQDJHPHQW¶V LQGLYLGXDO�OHYHO VRFLDO FDSLWDO IHHG EDFN LQWR WKH ILUP¶V FUHDWLRQ
RI VRFLDO FDSLWDO� $V UHVRXUFHV DUH JDWKHUHG E\ WKH ILUP� LW JDLQV WKH DELOLW\ WR LQYHVW
WKHP LQ WKH FUHDWLRQ RI LWV RZQ VRFLDO FDSLWDO� $V EXVLQHVV UHODWLRQV DUH HVWDEOLVKHG
E\ WKH HQWUHSUHQHXU LQ WKH QDPH RI WKH ILUP� WKH ILUP EHJLQV WR GHYHORS LWV RZQ
QHWZRUN�

7KH EHQHILWV RI VRFLDO FDSLWDO FDQ DFFUXH WR ERWK LQGLYLGXDOV DQG ILUPV� EXW DOVR
DFURVV LQGLYLGXDO DQG ILUP OHYHOV� 7KXV� LQGLYLGXDO DQG ILUP�OHYHO FRQVLGHUDWLRQV
DUH LPSRUWDQW LQ WKH VWXG\ RI VRFLDO FDSLWDO DQG ILUPV¶ VWDUW�XS SKDVH�
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����� 6WUDWHJLHV IRU GHYHORSLQJ VRFLDO FDSLWDO

$V GLVFXVVHG HDUOLHU� WKH JHQHULF VWUDWHJ\ IRU WKH FUHDWLRQ RI LQGLYLGXDO�OHYHO VRFLDO
FDSLWDO� RU LQ RWKHU ZRUGV� WKH QXPEHU RI RXWVWDQGLQJ REOLJDWLRQV XSRQ ZKLFK DQ
DFWRU FDQ GUDZ� FDQ EH LQFUHDVHG E\ LQYHVWLQJ UHVRXUFHV IRU WKH EHQHILW RI RWKHU
DFWRUV �&ROHPDQ� ������

6WDUU DQG 0DF0LOODQ ������ LGHQWLI\ D QXPEHU RI VSHFLILF VWUDWHJLHV E\ ZKLFK DQ
DFWRU PD\ EXLOG XS KLV VRFLDO FDSLWDO�

� 6KDULQJ LQIRUPDWLRQ� ZKLOH %XUW SODFHV HPSKDVLV RQ WKH VHOI�LQWHUHVWHG H[�
SORLWDWLRQ RI VWUXFWXUDO KROHV� 6WDUU DQG 0DF0LOODQ ������ SRLQW RXW WKDW E\
DJUHHLQJ WR LQWURGXFH WZR RWKHUZLVH GLVFRQQHFWHG SDUWLHV ZKR FRXOG FOHDUO\
EHQHILW IURP EHLQJ LQ FRQWDFW� DQ DFWRU FDQ JDLQ VLJQLILFDQW JRRGZLOO IURP
WKRVH SDUWLHV� 7KLV JRRGZLOO FDQ WKHQ EH OHYHUDJHG IRU WKH EHQHILW RI WKH DFWRU
ZKR GLG QRW WDNH DGYDQWDJH RI KLV SRVLWLRQ�

� 6ROYLQJ SUREOHPV RU JLYLQJ IDYRUV� DQ REYLRXV ZD\ WR GHYHORS VRFLDO FDSL�
WDO LV WR VROYH SUREOHPV IRU RWKHUV RU WR GR WKHP IDYRUV� ,Q VR GRLQJ� IHHOLQJV
RI JUDWLWXGH DQG PRUDO REOLJDWLRQV DUH FUHDWHG� ZKLFK FDQ EH FDOOHG XSRQ
ODWHU�

� 5HFHLYLQJ KHOS RU IDYRUV� D OHVV REYLRXV EXW YHU\ LQWHUHVWLQJ ZD\ WR FUHDWH
VRFLDO FDSLWDO LV WR DOORZ RWKHUV WR RIIHU WKHLU KHOS RU WR GR IDYRUV IRU XV� 3HR�
SOH RIWHQ GHYHORS D VHQVH RI UHVSRQVLELOLW\ WRZDUGV WKRVH WKH\ KDYH RIIHUHG
DGYLFH RU KHOS LQ WKH SDVW� DQG RIWHQ IHHO WKH PRUDO REOLJDWLRQ WR RIIHU PRUH
KHOS LQ WKH IXWXUH�

� $OORZLQJ SHRSOH WR DSSHDU LQ D JRRG OLJKW LQ IURQW RI RWKHUV� E\ FUHDWLQJ
RSSRUWXQLWLHV WR DOORZ LQGLYLGXDOV WR GLVSOD\ WKHLU FRPSHWHQFH LQ IURQW RI
RWKHUV� RQH FDQ HQJHQGHU VLJQLILFDQW VRFLDO JRRGZLOO

$OO RI WKHVH VWUDWHJLHV UHTXLUH WKH DFWRU WR LQYHVW WLPH DQG DWWHQWLRQ LQWR EXLOGLQJ KLV
VRFLDO FDSLWDO� 7KH DGYDQWDJH RI DQ DFWRU ZLWK DQ H[LVWLQJ VWRFN RI VRFLDO FDSLWDO� IRU
H[DPSOH RQH GHYHORSHG LQ SUHYLRXV RFFXSDWLRQV� OLHV LQ WKH VXEVWDQWLDO JDLQ RI WLPH
DQG HIIRUW FRPSDUHG WR DQ DFWRU VWDUWLQJ WR EXLOG VRFLDO FDSLWDO IURP ]HUR� 2Q WKH
RWKHU KDQG� WKH GLVDGYDQWDJH IRU WKH LQGLYLGXDO ZKR KDV DQ H[LVWLQJ VWRFN RI VRFLDO
FDSLWDO LV WKH ORVV RI IOH[LELOLW\� DV KH LV FRQVWUDLQHG E\ WKH VRFLDO FDSLWDO WKDW KH KDV
DYDLODEOH� ,I WKLV VRFLDO FDSLWDO GRHV QRW ILW KLV QHHGV� WKH DGYDQWDJH LV ORVW� (YHQ
ZRUVH� WKH LQGLYLGXDO PD\ EH LQFOLQHG WR WU\ DQG XVH KLV VRFLDO FDSLWDO DOWKRXJK LW LV
QRW DGDSWHG� ZKLFK FRXOG EH FRXQWHU�SURGXFWLYH�
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����� 5HODWHG WKHRULHV DQG FRQFHSWV

6RFLDO FDSLWDO OLWHUDWXUH GRHV QRW H[LVW LQ LVRODWLRQ� 0DQ\ RI WKH PHFKDQLVPV XQGHU�
O\LQJ VRFLDO FDSLWDO FUHDWLRQ DQG XWLOL]DWLRQ KDYH EHHQ GHVFULEHG LQ RWKHU VWUDWHJLF
PDQDJHPHQW DQG VRFLRORJLFDO WKHRU\ VWUHDPV� ,Q WKH IROORZLQJ SDUDJUDSKV� ZH ZLOO
JLYH D EULHI RYHUYLHZ RI VRPH RI WKHVH NH\ UHODWHG WKHRULHV�

,QWHUSHUVRQDO H[FKDQJH

7KH WKHRU\ RI VRFLDO FDSLWDO ILQGV LWV URRWV WKH WKHRULHV RI LQWHUSHUVRQDO H[FKDQJH�
ZKLFK DUH ODUJHO\ EDVHG RQ QHRFODVVLFDO HFRQRPLF WKHRU\� $FFRUGLQJ WR WKHVH WKHR�
ULHV� WKH SURFHVV JXLGLQJ DFWRUV¶ EHKDYLRU LV� OLNH LQ WKH QHRFODVVLFDO PRGHO� ODUJHO\
UDWLRQDO DQG SURILW�PD[LPL]LQJ� ,QGLYLGXDOV DUH WKRXJKW WR LQYHVW WKHLU WLPH DQG HQ�
HUJ\ LQ FUHDWLQJ DQG H[FKDQJLQJ VRFLDO JRRGV LQ KRSHV RI UHDSLQJ SURILWV LQ WKH IXWXUH
�+RPDQV� ������ 7UDQVDFWLRQV RI VRFLDO JRRGV� KRZHYHU� GLIIHU VLJQLILFDQWO\ IURP
RUGLQDU\ WUDQVDFWLRQV DV VHHQ E\ WKH QHRFODVVLFDO PRGHO� ,QVWHDG RI EHLQJ FDUULHG
RXW WKURXJK H[SOLFLW DJUHHPHQWV� WUDQVDFWLRQV RI VRFLDO JRRGV PHUHO\ FUHDWH XQVSHF�
LILHG� ³GLIIXVH´ IXWXUH REOLJDWLRQV DQG IHHOLQJV RI JUDWLWXGH� WUXVW RU IULHQGVKLS� WKH
YDOXH RI ZKLFK FDQQRW EH HVWLPDWHG ZLWK SUHFLVLRQ �%ODX� ������ 7KHVH REOLJDWLRQV
DQG IHHOLQJV SOD\ D ODUJH SDUW LQ PDNLQJ VRFLDO FDSLWDO D YDOXDEOH UHVRXUFH WKDW FDQ
\LHOG HFRQRPLF EHQHILWV WR LWV KROGHU�

(FRQRPLF VRFLRORJ\

(FRQRPLF VRFLRORJ\ �H�J� (W]LRQL� ����� 6ZHGEHUJ� ����� VWHSV DZD\ IURP WKH QHR�
FODVVLFDO PRGHO� 7KH HFRQRPLF DFWRU LV QR ORQJHU VHHQ DV DQ LVRODWHG SURILW PD[L�
PL]HU� EXW UDWKHU DV EHLQJ FRQQHFWHG WR RWKHU DFWRUV LQ VRFLHW\ LQ D YDULHW\ RI ZD\V�
$FWRUV DUH QRW DVVXPHG WR EH QHFHVVDULO\ UDWLRQDO� ,Q DGGLWLRQ WR OLPLWDWLRQV WR DF�
WRUV¶ UDWLRQDOLW\ FDXVHG E\ FRJQLWLYH OLPLWV RI KXPDQ LQIRUPDWLRQ SURFHVVLQJ �H�J�
&\HUW DQG 0DUFK� ������ GHFLVLRQ PDNLQJ LV WKRXJKW WR EH FKDUDFWHUL]HG E\ D WHQ�
VLRQ EHWZHHQ UDWLRQDO FKRLFH DQG PRUDO REOLJDWLRQV� ,Q RWKHU ZRUGV� DQ DFWRU ZLOO
FRQVWDQWO\ WU\ WR FRQFLOLDWH WKH UDWLRQDO FKRLFH ZLWK ZKDW KH SHUFHLYHV WR EH ³ULJKW´�
³IDLU´ RU ³PRUDO´� 7KLV ZLOO RIWHQ OHDG DFWRUV WR WDNH GHFLVLRQV ZKLFK IURP D VWULFWO\
UDWLRQDO DQG VHOI�LQWHUHVWHG SRLQW RI YLHZ ZRXOG QRW VHHP MXVWLILHG� RU ZKLFK PLJKW
HYHQ VHHP FRQWUDU\ WR WKHLU RZQ LQWHUHVWV� &RQVHTXHQWO\� YHQWXUH PDQDJHUV ZKR DUH
VNLOOHG DW XWLOL]LQJ VRFLDO WUDQVDFWLRQV ZLOO EH DEOH WR REWDLQ UHVRXUFHV DW FRQGLWLRQV
PXFK PRUH IDYRUDEOH WKDQ ZRXOG EH FRQFHLYDEOH XQGHU QHRFODVVLFDO DVVXPSWLRQV
�6WDUU DQG 0DF0LOODQ� ������ EHFDXVH WKHLU FRXQWHUSDUWV ZLOO QRW EH VROHO\ VHHNLQJ
WR PD[LPL]H WKHLU RZQ SURILW� EXW ZLOO DOVR FRQVLGHU RWKHU� OHVV UDWLRQDO� DUJXPHQWV�
7KLV DJDLQ FRQWULEXWHV WR PDNLQJ VRFLDO FDSLWDO DQ HFRQRPLFDOO\ EHQHILFLDO UHVRXUFH�
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1HWZRUN VWUXFWXUHV� VWURQJ WLHV DQG ZHDN WLHV

*UDQRYHWWHU ������ SURSRVHG WKH DQDO\VLV RI QHWZRUN VWUXFWXUHV DV D PHDQV IRU
EULGJLQJ WKH JDS EHWZHHQ WKH PLFUR DQG PDFUR OHYHOV RI VRFLRORJLFDO WKHRU\� &RQ�
FUHWHO\� KH VWXGLHG WKH PDFUR FRQVHTXHQFHV RI RQH SDUWLFXODU W\SH RI PLFUR�OHYHO LQ�
WHUDFWLRQ� WKH VWUHQJWK RI G\DGLF WLHV EHWZHHQ DFWRUV� 7KH VWUHQJWK RI D WLH EHWZHHQ
DFWRUV LV GHILQHG DV D FRPELQDWLRQ RI WKH DPRXQW RI WLPH� WKH HPRWLRQDO LQWHQVLW\�
WKH GHJUHH RI LQWLPDF\ DQG WKH UHFLSURFDO VHUYLFHV ZKLFK FKDUDFWHUL]H WKH WLH�

+DYLQJ FODVVLILHG WLHV DV ³VWURQJ´� ³ZHDN´ RU ³DEVHQW´� *UDQRYHWWHU ������ SUH�
GLFWV WKDW LQGLYLGXDOV OLQNHG E\ VWURQJ WLHV WR HDFK RWKHU ZLOO WHQG WR KDYH WLHV WR WKH
VDPH JURXS RI LQGLYLGXDOV� 7KH UHDVRQ IRU WKLV LV WKDW WKH VWURQJHU WKH WLH� WKH KLJKHU
WKH SURSRUWLRQ RI WLPH VSHQW WRJHWKHU� DQG WKXV WKH KLJKHU WKH SUREDELOLW\ WKDW ERWK
LQGLYLGXDOV ZLOO EH PHHWLQJ WKH VDPH SHRSOH� 2Q WKH RWKHU KDQG� LI WZR LQGLYLGXDOV
DUH OLQNHG E\ D ZHDN WLH� WKHUH LV D KLJKHU SUREDELOLW\ WKDW WKH\ ERWK ZLOO NQRZ SHR�
SOH XQNQRZQ WR WKH RWKHU� &RQVHTXHQWO\� *UDQRYHWWHU JRHV RQ WR DGG� ZHDN WLHV DUH
PRUH OLNHO\ WR SURYLGH WKH IRFDO LQGLYLGXDO ZLWK QRYHO LQIRUPDWLRQ WKDQ VWURQJ WLHV�
7KH UHDVRQ OLHV LQ WKDW LQGLYLGXDOV OLQNHG E\ ZHDN WLHV ZLOO KDYH FRQWDFWV RXWVLGH
WKH QHWZRUN� ZKHUHDV LQGLYLGXDOV OLQNHG E\ VWURQJ WLHV ZLOO QRW�

(PSLULFDOO\� *UDQRYHWWHU ������ IRXQG WKDW PHQ ORRNLQJ IRU QHZ MREV DOPRVW
QHYHU KDG UHFHLYHG WKH LQIRUPDWLRQ DERXW D SRWHQWLDO SRVLWLRQ WKURXJK FORVH FRQ�
WDFWV� ,I WKH LQIRUPDWLRQ KDG UHDFKHG WKHP WKURXJK D SHUVRQDO FRQWDFW� WKLV ZDV PRVW
RIWHQ D GLVWDQW RU ORQJ�IRUJRWWHQ DFTXDLQWDQFH� 7KLV LV ZKDW *UDQRYHWWHU ������ FDOOV
WKH ³VWUHQJWK RI ZHDN WLHV´�

&RQVLGHUHG IURP WKH SRLQW RI YLHZ RI VRFLDO FDSLWDO� *UDQRYHWWHU ������¶V ZRUN
LV DQ LOOXVWUDWLRQ RI KRZ FDUHIXOO\�PDQDJHG QHWZRUNV RI FRQWDFWV FDQ SURYLGH HFR�
QRPLF EHQHILWV WR YHQWXUH PDQDJHUV� H�J� LQIRUPDWLRQ�

(PEHGGHGQHVV

6RFLRORJ\ DQG DQWKURSRORJ\ RIWHQ WHOO DQ DFFRXQW RI PDQ DV EHLQJ ³RYHUVRFLDOL]HG´�
L�H� VROHO\ REHGLHQW WR HVWDEOLVKHG V\VWHPV RI QRUPV DQG YDOXHV� LQWHUQDOL]HG WKURXJK
VRFLDOL]DWLRQ� DQG ODFNLQJ DQ\ LQGHSHQGHQW HQJLQH IRU DFWLRQ �:URQJ� ������ 2Q WKH
RWKHU H[WUHPH� HFRQRPLFV XVXDOO\ IDYRU D YLVLRQ RI UDWLRQDO DQG DWRPL]HG LQGLYLG�
XDOV DFWLQJ SXUHO\ LQ WKH SXUVXLW RI VHOI�LQWHUHVW� D YLHZ FULWLFV KDYH GHVFULEHG DV
³XQGHUVRFLDOL]HG´�

*UDQRYHWWHU ������ SRLQWHG RXW WKDW ERWK SHUVSHFWLYHV� SDUDGR[LFDOO\� KDYH VRPH�
WKLQJ LQ FRPPRQ� WKH\ ERWK DGRSW DQ DWRPL]HG DFFRXQW RI DFWLRQ DQG GHFLVLRQ� ,Q
WKH ³XQGHUVRFLDOL]HG´ YLHZ� WKLV DWRPL]DWLRQ UHVXOWV IURP WKH SXUVXLW RI QDUURZ VHOI�
LQWHUHVW� ,Q WKH ³RYHUVRFLDOL]HG´ DFFRXQW� WKH VDPH DWRPL]DWLRQ RFFXUV E\ ZD\ RI
WKH LQWHUQDOL]DWLRQ RI VRFLDOO\ LPSRVHG QRUPV RI EHKDYLRU� 1HLWKHU SHUVSHFWLYH WDNHV
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LQWR DFFRXQW WKH LQIOXHQFH RI WKH LQGLYLGXDO¶V RQJRLQJ VRFLDO UHODWLRQV�
*UDQRYHWWHU ������ SURSRVHV DQ DOWHUQDWLYH DSSURDFK WR DFWLRQ DQG GHFLVLRQPDN�

LQJ� HPEHGGHGQHVV� (FRQRPLF DFWLRQ LV VHHQ KHUH DV HPEHGGHG LQ VRFLDO VWUXFWXUH�
,Q WKLV YLHZ� DQ DFWRU¶V H[WHUQDO WLHV H[LVW RQ D FRQWLQXXP UDQJLQJ IURP DUP¶V�OHQJWK�
SXUHO\ PDUNHW�EDVHG H[FKDQJH� WR UHODWLRQDO H[FKDQJH� GHSHQGLQJ RQ WKH GHJUHH WR
ZKLFK WKH\ DUH HPEHGGHG LQ VRFLDO UHODWLRQV�

(PEHGGHG UHODWLRQV KDYH WKH SRWHQWLDO WR LQIOXHQFH DQ DFWRU¶V HFRQRPLF GHFL�
VLRQ PDNLQJ� EHFDXVH PDLQWDLQLQJ WKH VRFLDO WLH EHFRPHV DQ LPSRUWDQW FRQFHUQ�
RIWHQ VXSHUVHGLQJ HYHQ HFRQRPLF LQWHUHVW �+LWH� ������ &RQVHTXHQWO\� VRFLDO UHOD�
WLRQV LQ ZKLFK HFRQRPLF WUDQVDFWLRQV EHFRPH HPEHGGHG SURPSW WUXVW DQG DIIHFW WKH
ZD\ WUDQVDFWLRQV DUH FRQGXFWHG �*UDQRYHWWHU� ������ DQG KDYH D YDU\LQJ GHJUHH RI
LPSDFW RQ UHVRXUFH YDOXDWLRQ DQG DVVHW DOORFDWLRQ �8]]L� ����� ������

(PSLULFDOO\� &ROHPDQ ������ GRFXPHQWHG WKH IDFW WKDW LQ FORVHO\�WLHG FRPPXQL�
WLHV RI GLDPRQG WUDGHUV� GLDPRQGV ZRUWK KXJH VXPV ZHUH H[FKDQJHG RU HQWUXVWHG RQ
D VLPSOH KDQGVKDNH� 7KH UHDVRQ IRU WKLV WUXVW OLHG LQ WKH IDFW WKDW WKH WUDGHUV VKDUHG
D ODUJH QXPEHU RI VRFLDO DQG UHOLJLRXV WLHV� PHDQLQJ WKDW PDOIHDVDQW EHKDYLRU ZRXOG
EH VSRWWHG� SXEOLFL]HG DQG VDQFWLRQHG LPPHGLDWHO\�

7DNLQJ WKH FRQFHSW WR WKH ILUP OHYHO� 8]]L ������ GHVFULEHG KRZ ILUPV WKDW HP�
EHGGHG WKHLU FRPPHUFLDO WUDQVDFWLRQV ZLWK WKHLU EDQNV LQ VRFLDO DWWDFKPHQWV ZHUH
DEOH WR REWDLQ ORZHU LQWHUHVW UDWHV RQ WKHLU ORDQV� (PEHGGHG WLHV RIIHU WKH DGYDQ�
WDJH WKDW SDUWQHUV DUH ZLOOLQJ WR VKDUH SULYDWH LQIRUPDWLRQ DQG UHVRXUFHV� 2Q WKH
RWKHU KDQG� H[FOXVLYH UHOLDQFH RQ HPEHGGHG WLHV SXWV WKH DFWRU DW ULVN RI FXWWLQJ
WKHPVHOYHV IURP SXEOLF PDUNHW LQIRUPDWLRQ� PRUH UHDGLO\ DYDLODEOH WKURXJK DUP¶V�
OHQJWK WLHV�

7KHVH H[DPSOHV SURYLGH JRRG LOOXVWUDWLRQV RI PHFKDQLVPV WKURXJK ZKLFK VRFLDO
FDSLWDO FDQ \LHOG HFRQRPLF EHQHILWV WR LWV KROGHU� DV WKH SUHVHUYDWLRQ RI VRFLDO WLHV
EHFRPHV DQ REMHFWLYH IRU DFWRUV WKDW VXSHUVHGHV VKRUW�WHUP HFRQRPLF VHOI�LQWHUHVW�
PDNLQJ SRVVLEOH WUDQVDFWLRQV DW EHWWHU FRQGLWLRQV WKDQ ZRXOG EH SRVVLEOH LQ D SXUHO\
UDWLRQDO PDUNHW�

,QVWLWXWLRQDO WKHRULHV

,QVWLWXWLRQDO WKHRULHV HPSKDVL]H WKH LQIOXHQFH RI QRQ�WDQJLEOH RU FXOWXUDO HOHPHQWV�
VXFK DV V\PEROV� P\WKV� FRJQLWLYH V\VWHPV� FRDOLWLRQV DQG QRUPDWLYH EHOLHIV� RYHU
WKH OLIH RI RUJDQL]DWLRQV� $FFRUGLQJ WR WKLV YLHZ� FXOWXUDO� KLVWRULFDO DQG LQVWLWXWLRQDO
IUDPHZRUNV FRQVWUDLQ PDQDJHULDO DFWLRQ� DQG RUJDQL]DWLRQDO FKRLFHV DUH QRW VROHO\
WKH UHVXOW RI UDWLRQDO DQDO\VLV �&DUPRQD HW DO�� ������

2UJDQL]DWLRQV DUH PHPEHUV RI RUJDQL]DWLRQDO ILHOGV� ZKLFK LQFOXGH FRPSHWLWRUV�
GLVWULEXWRUV� RZQHUV DQG VXSSOLHUV �'LPDJJLR DQG 3RZHOO� ������ 7KH FRQFHSW RI
RUJDQL]DWLRQDO ILHOG SODFHV WKH HPSKDVLV RQ WKH LQIOXHQFH RI WKH LQVWLWXWLRQDO HQYL�
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URQPHQW RYHU WKH RUJDQL]DWLRQ� 6FRWW ������ S���� GHILQHV LQVWLWXWLRQV DV ³FRJQL�
WLYH� QRUPDWLYH� DQG UHJXODWLYH VWUXFWXUHV DQG DFWLYLWLHV WKDW SURYLGH VWDELOLW\ DQG
PHDQLQJ WR VRFLDO EHKDYLRU´� $ FHQWUDO SRLQW RI LQVWLWXWLRQDO WKHRULHV LV WKDW RUJD�
QL]DWLRQDO DFWLRQ LV FRQVWUDLQHG E\ UXOHV VHW E\ LQVWLWXWLRQV� WKDW GHILQH WKH OLPLWV
RI ZKDW LV GHHPHG DFFHSWDEOH� OHJLWLPDWH EHKDYLRU� ,Q VRPH FDVHV� WKHVH UXOHV FDQ
JDLQ OHJDO VWDWXV� ,QVWLWXWLRQDO UXOHV LQIXVH RUJDQL]DWLRQDO GHFLVLRQ PDNLQJ ZLWK DQ
DSSHDUDQFH RI UDWLRQDOLW\ �0H\HU DQG 5RZDQ� ������

,QVWLWXWLRQDO WKHRU\� HVSHFLDOO\ LQ LWV HDUOLHU YHUVLRQV �H�J 6HO]QLFN� ������ SODFHV
VWURQJ HPSKDVLV RQ FRQIRUPLW\ DV WKH XVXDO RUJDQL]DWLRQDO UHVSRQVH WR LQVWLWXWLRQDO
GHPDQGV� $Q RUJDQL]DWLRQ WKDW FRQIRUPV WR VXFK GHPDQGV JDLQV OHJLWLPDF\ LQ VR�
FLHW\ DQG FDQ HDUQ UHZDUGV LQ WKH IRUP RI HQKDQFHG DFFHVV WR UHVRXUFHV DQG FKDQFHV
IRU VXUYLYDO �&DUPRQD DQG 0DFtDV� ������ ³1HZ´ LQVWLWXWLRQDOLVWV �H�J &RYDOHVNL
DQG 'LUVPLWK� ����� 'L0DJJLR� ����� 0H\HU DQG 5RZDQ� ����� KDYH FULWLFL]HG WKH
³ROG´ LQVWLWXWLRQDO WKHRU\¶V HPSKDVLV RQ FRQIRUPLW\ DV VROH RUJDQL]DWLRQDO UHVSRQVH�
2OLYHU ������ HVWDEOLVKHV D W\SRORJ\ RI ILYH SRVVLEOH UHVSRQVHV WR LQVWLWXWLRQDO SUHV�
VXUH� UDQJLQJ IURP SDVVLYH FRQIRUPLW\ WR SURDFWLYH PDQLSXODWLRQ�

,QVWLWXWLRQDO WKHRULHV KDYH EHHQ XVHG WR H[SODLQ WKH HPHUJHQFH� GLIIXVLRQ� VLP�
LODULW\ DQG FKDQJH RI RUJDQL]DWLRQDO IRUPV DV WKH UHVXOW RI RI HQYLURQPHQWDO SUHV�
VXUHV�

7KH FKDUDFWHULVWLFV RI WKH LQGXVWU\ WKDW D ILUP RSHUDWHV LQ� IRU H[DPSOH� FDQ GH�
WHUPLQH WKH W\SH RI DGPLQLVWUDWLRQ WKDW LV PRVW UDWLRQDO WR WKH ILUP� 6WLQFKFRPEH
������ FLWHV WKH FDVH RI WKH FRQVWUXFWLRQ LQGXVWU\� ZKLFK LV FKDUDFWHUL]HG E\ FRQVWDQW
YDULDWLRQ LQ ORFDWLRQ� GHVLJQ� DQG YROXPH RI SURGXFWLRQ� DV ZHOO DV E\ VWURQJ VHD�
VRQDOLW\� ,Q WKLV LQGXVWU\� EXUHDXFUDWLF DGPLQLVWUDWLRQ DQG FHQWUDOL]HG SODQQLQJ j OD
:HEHU ZRXOG PDNH QR VHQVH� ,QVWHDG� ILUPV RSHUDWLQJ LQ WKLV LQGXVWU\ RSW IRU ³FUDIW
DGPLQLVWUDWLRQ´� ZKLFK PLQLPL]HV DGPLQLVWUDWLYH FRQWURO DQG UHOLHV RQ SURIHVVLRQDO
RSHUDWLQJ VWDQGDUGV DQG WKH ³HPSLULFDO ORUH´ RI WKH FUDIWVPHQ�

2UJDQL]DWLRQDO IRUPV PD\ DOVR HPHUJH XQGHU WKH LQIOXHQFH RI JRYHUQPHQWV RU
SURIHVVLRQDO LQVWLWXWLRQV� 'L0DJJLR ������ VWXGLHG WKH FDVH RI 8�6� DUW PXVHXPV
DQG WKH HPHUJHQFH RI WKH ³HGXFDWLRQDO PXVHXP´ PRGHO DV WKH UHVXOW RI VSRQVRUVKLS
SROLFLHV RI SKLODQWKURSLF HQWLWLHV VXFK DV WKH &DUQHJLH &RUSRUDWLRQ DQG RI QRUPV
GLVVHPLQDWHG DW WKH QDWLRQDO OHYHO E\ WKH $PHULFDQ $VVRFLDWLRQ RI 0XVHXPV�

(QYLURQPHQWDO LQIOXHQFHV DUH FHQWUDO WR WKH TXHVWLRQ RI RUJDQL]DWLRQDO LVRPRU�
SKLVP� RU LQ RWKHU ZRUGV� ZK\ FHUWDLQ RUJDQL]DWLRQDO IRUPV� VWUDWHJLHV DQG SUR�
FHVVHV WHQG WR EHFRPH GRPLQDQW DFURVV SRSXODWLRQV RI RUJDQL]DWLRQV�

3RSXODWLRQ HFRORJLVWV� VXFK DV +DQQDQ DQG )UHHPDQ ������ ������ SURSRVH WKDW
WKH PRUH HIILFLHQW RUJDQL]DWLRQDO IRUPV ZLOO EHFRPH SUHYDOHQW WKURXJK D SURFHVV
RI QDWXUDO VHOHFWLRQ DQG WKDW WKH RWKHU� OHVV HIILFLHQW� IRUPV ZLOO SURJUHVVLYHO\ EH
HOLPLQDWHG IURP WKH ODQGVFDSH� $ FHQWUDO K\SRWKHVLV WR SRSXODWLRQ HFRORJ\ LV WKDW
RUJDQL]DWLRQV KDYH D YHU\ GLIILFXOW WLPH DGDSWLQJ WKHLU VWUXFWXUH� DQG WKXV EHFRPH
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OHVV FRPSHWLWLYH ZKHQ WKH HQYLURQPHQWDO FRQGLWLRQV FKDQJH �+DQQDQ DQG )UHHPDQ�
������

,QVWLWXWLRQDO WKHRULHV RIIHU D GLIIHUHQW H[SODQDWLRQ WR WKH GLIIXVLRQ RI RUJDQL]D�
WLRQDO IRUPV� )LUVW RI DOO� LQVWLWXWLRQDO WKHRULVWV GLIIHU IURP SRSXODWLRQ HFRORJ\ RQ
WKH K\SRWKHVLV RI RUJDQL]DWLRQDO DGDSWDWLRQ DQG EHOLHYH WKDW RUJDQL]DWLRQV FDQ LQ�
GHHG DGDSW WKHLU VWUXFWXUH WR FRQIRUP WR LQVWLWXWLRQDO SUHVVXUHV� 'LPDJJLR DQG 3RZ�
HOO ������ FLWH WKUHH SURFHVVHV E\ ZKLFK RUJDQL]DWLRQDO IRUPV ZLOO GLIIXVH WKURXJK
D SRSXODWLRQ� FRHUFLYH LVRPRUSKLVP� PLPHWLF LVRPRUSKLVP DQG QRUPDWLYH LVRPRU�
SKLVP�

,Q WKH FDVH RI FRHUFLYH LVRPRUSKLVP� RUJDQL]DWLRQDO LVRPRUSKLVP UHVXOWV IURP
SUHVVXUHV IURP ODUJHU RUJDQL]DWLRQV XSRQ ZKLFK WKH RUJDQL]DWLRQ LV GHSHQGHQW� RU
IURP VRFLHWDO H[SHFWDWLRQV �'LPDJJLR DQG 3RZHOO� ������ &RHUFLYH LVRPRUSKLVP
FDQ IRU LQVWDQFH EH WKH UHVXOW RI JRYHUQPHQW PDQGDWHV� GLIIHUHQW UHJXODWLRQV �ILQDQ�
FLDO DFFRXQWLQJ VWDQGDUGV� FRQWUDFW OHJLVODWLRQ«�� RU FXOWXUDO H[SHFWDWLRQV� 0H\HU
DQG 5RZDQ ������ DUJXH WKDW RUJDQL]DWLRQV DGRSW FHUWDLQ IRUPDO VWUXFWXUHV EDVHG RQ
LQVWLWXWLRQDO H[SHFWDWLRQV� &RPPRQ H[DPSOHV RI VXFK H[SHFWDWLRQV DUH ILUP IXQF�
WLRQV �VDOHV� SURGXFWLRQ� DFFRXQWLQJ«� RU XQLYHUVLW\ GHSDUWPHQWV� )DLOXUH WR DGRSW
WKRVH LQVWLWXWLRQDOL]HG RUJDQL]DWLRQDO PRGHOV ZRXOG QRW QHFHVVDULO\ GLPLQLVK WKH
HIILFLHQF\ RI RUJDQL]DWLRQV� EXW ZRXOG FDXVH LQFRPSUHKHQVLRQ DQG UDLVH FODLPV RI
QHJOLJHQFH IURP WKH LQVWLWXWLRQDO HQYLURQPHQW� &RHUFLYH LVRPRUSKLVP LV D TXHVWLRQ
RI PDLQWDLQLQJ OHJLWLPDF\ WRZDUGV WKH LQVWLWXWLRQDO HQYLURQPHQW�

0LPHWLF LVRPRUSKLVP RFFXUV ZKHQ RUJDQL]DWLRQV LQWHQWLRQDOO\ LPLWDWH RQH DQ�
RWKHU� ,PLWDWLRQ DPRQJ RUJDQL]DWLRQV LV FRPPRQ ZKHQ RUJDQL]DWLRQV DUH IDFHG
ZLWK XQFHUWDLQW\� 7KH PHFKDQLVPV WKURXJK ZKLFK RUJDQL]DWLRQV FRS\ HDFK RWKHU
DQG WKURXJK ZKLFK RUJDQL]DWLRQDO PRGHOV GLIIXVH WKURXJK WKH SRSXODWLRQ DUH WKH
PLJUDWLRQ RI HPSOR\HHV� DQG WKH DFWLRQ RI FRQVXOWLQJ ILUPV SURYLGLQJ VLPLODU DG�
YLFH WR VHYHUDO RUJDQL]DWLRQV �&DUQHJLH DQG 3DUNHU� ����� 'LPDJJLR DQG 3RZHOO�
������

1RUPDWLYH LVRPRUSKLVP RFFXUV ZKHQ RUJDQL]DWLRQV LQGLUHFWO\ DGRSW WKH QRUPV
DQG YDOXHV RI RWKHU RUJDQL]DWLRQV� 1RUPDWLYH LVRPRUSKLVP RULJLQDWHV LQ SURIHV�
VLRQV� (PSOR\HHV ZLWK VLPLODU HGXFDWLRQDO EDFNJURXQGV ZLOO DSSURDFK VLWXDWLRQV LQ
VLPLODU ZD\V� 7KHUHIRUH� QRUPV GHYHORSHG LQ WKH HGXFDWLRQDO H[SHULHQFH ZLOO ILQG
WKHLU ZD\ LQWR RUJDQL]DWLRQV� )LUPV KLULQJ JUDGXDWHV IURP WKH VDPH HGXFDWLRQDO
EDFNJURXQGV ZLOO EH LQIXVHG ZLWK WKRVH QRUPV� OHDGLQJ WR ILUP LVRPRUSKLVP� $OVR�
LQWHU�KLULQJ RI HPSOR\HHV EHWZHHQ ILUPV ZLOO UHLQIRUFH QRUPDWLYH LVRPRUSKLVP�

7KH SRVLWLYH HIIHFW RI LVRPRUSKLVP OLHV LQ WKDW LW SURYLGHV OHJLWLPDF\ �'LPDJ�
JLR DQG 3RZHOO� ������ GHILQHG DV ³HQGRUVHPHQW RI DQ RUJDQL]DWLRQ E\ VRFLDO DF�
WRUV´ �'HHSKRXVH� ����� S������� 2Q WKH QHJDWLYH VLGH� LVRPRUSKLVP FDQ LQKLELW
LQQRYDWLRQ DQG SURPRWH WKH FRQWLQXHG H[LVWHQFH RI LQHIILFLHQW RUJDQL]DWLRQDO IRUPV
�-RQHV� ����� &K����� 7R PLQLPL]H WKHVH QHJDWLYH HIIHFWV� RUJDQL]DWLRQV PD\ DGDSW



��

WR LQVWLWXWLRQDO SUHVVXUHV FHUHPRQLRXVO\� EXW EXIIHU WKHLU WHFKQLFDO FRUH IURP WKRVH
FHUHPRQLDO REOLJDWLRQV LQ RUGHU WR SUHVHUYH WKHLU HIILFLHQF\ �0H\HU DQG 5RZDQ�
������

,QVWLWXWLRQDO WKHRULHV KDYH DOVR ILQG DSSOLFDWLRQV LQ H[SODLQLQJ WKH ZD\ LQQRYD�
WLRQV DUH GLIIXVHG DQG DGRSWHG WKURXJKRXW D SRSXODWLRQ� 7XVKPDQ DQG $QGHUVRQ
������ ZULWH RQ WKH ZD\ LQFUHPHQWDO DQG GLVUXSWLYH WHFKQRORJLFDO FKDQJH RFFXUV�
KRZ WKLV DIIHFWV HQYLURQPHQWDO FRQGLWLRQV DQG KRZ ILUPV DGDSW WR LW�

,Q WKH FRQWH[W RI WKLV GLVVHUWDWLRQ� LQVWLWXWLRQDO WKHRULHV DUH LQWHUHVWLQJ WR H[SODLQ
WKH OHJLWLPDF\ GLPHQVLRQ RI VRFLDO FDSLWDO� DQG KRZ DQ RUJDQL]DWLRQ FDQ EH SHU�
FHLYHG DV OHJLWLPDWH RU LOOHJLWLPDWH E\ WKH RWKHU RUJDQL]DWLRQV LQ WKH QHWZRUN�

5HVRXUFH�%DVHG 9LHZ

6LQFH LWV LQFHSWLRQ� WKH UHVRXUFH�EDVHG YLHZ KDV EHHQ WKH FDXVH RI KHDWHG DFD�
GHPLF GHEDWH DV WR LWV YDOLGLW\ DV D SDUDGLJP �VHH %DUQH\� ����� 3ULHP DQG %XWOHU�
����D�E�� 7KLV GHEDWH KDV QRW \HW EHHQ FORVHG� EXW WKH UHVRXUFH�EDVHG YLHZ KDV
QRQHWKHOHVV VSDZQHG D VXEVWDQWLDO VWUHDP RI OLWHUDWXUH DQG LW KDV PDGH D VLJQLIL�
FDQW LPSDFW LQ WKH ILHOG RI VWUDWHJ\ LQ RYHU WKH SDVW GHFDGH� $ IXOO FRYHUDJH RI WKH
UHVRXUFH�EDVHG YLHZ IDOOV ZHOO EH\RQG WKH VFRSH RI WKLV OLWHUDWXUH UHYLHZ� VR ZH ZLOO
OLPLW RXUVHOYHV WR RXWOLQLQJ WKH PDLQ WKHRUHWLFDO SURSRVLWLRQV�

7KH UHVRXUFH�EDVHG YLHZ KROGV WKDW YDULDELOLW\ LQ RUJDQL]DWLRQDO SHUIRUPDQFH
FDQ EH H[SODLQHG E\ KHWHURJHQHRXV HQGRZPHQWV RI RUJDQL]DWLRQDO UHVRXUFHV �%DU�
QH\� ����� 3HWHUDI� ����� 3UDODKDG DQG +DPHO� ����� :HUQHUIHOW� ������ 7KH WZR
FRUH DVVXPSWLRQV XQGHUO\LQJ WKH UHVRXUFH�EDVHG YLHZ DUH WKDW ��� UHVRXUFHV DUH QRW
GLVWULEXWHG KRPRJHQHRXVO\ DFURVV ILUPV� DQG ��� WKH WUDQVIHU RI UHVRXUFHV EHWZHHQ
ILUPV LV GLIILFXOW DQG FRVWO\ �3ULHP DQG %XWOHU� ����D�� 7KXV� ZKHQ D ILUP SRVVHVVHV
D UHVRXUFH WKDW LV YDOXDEOH� UDUH� GLIILFXOW WR LPLWDWH DQG QRQ VXEVWLWXWDEOH E\ RWKHU
UDUH UHVRXUFHV� LW FDQ GHULYH D FRPSHWLWLYH DGYDQWDJH�

)RFXVLQJ RQ WKH OLQNDJHV EHWZHHQ WKH LQGXVWU\ DQDO\VLV IUDPHZRUN� WKH UHVRXUFH�
EDVHG YLHZ RI WKH ILUP� EHKDYLRUDO GHFLVLRQ ELDVHV DQG RUJDQL]DWLRQDO LPSOHPHQ�
WDWLRQ LVVXHV� $PLW DQG 6FKRHPDNHU ������ VKRZHG WKDW RUJDQL]DWLRQDO UHQW VWHPV
IURP LPSHUIHFW DQG GLVFUHWLRQDU\ GHFLVLRQV WR GHYHORS DQG GHSOR\ VHOHFWHG UHVRXUFHV
DQG FDSDELOLWLHV� PDGH E\ ERXQGHGO\ UDWLRQDO PDQDJHUV IDFLQJ KLJK XQFHUWDLQW\�
FRPSOH[LW\� DQG LQWUDILUP FRQIOLFW�

0RVW HPSLULFDO VWXGLHV RI WKH UHVRXUFH�EDVHG YLHZ KDYH ORRNHG DW WKH OLQN EH�
WZHHQ RQH RU VHYHUDO UHVRXUFHV DQG ILUP SHUIRUPDQFH� 0RUH UHFHQWO\� VRPH DWWHQ�
WLRQ KDV EHHQ GUDZQ WRZDUGV WKH FDXVDO ³EODFN ER[´ OLQNLQJ UHVRXUFHV DQG SHUIRU�
PDQFH �+DQVHQ HW DO�� ������

5HFHQW VWXGLHV KDYH DWWHPSWHG WR EULQJ HPSLULFDO VXSSRUW WR WKH WKHRUHWLFDO SURSR�
VLWLRQV RI WKH UHVRXUFH�EDVHG YLHZ RI VWUDWHJLF PDQDJHPHQW� 0RVW RI WKHVH VWXGLHV
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KDYH IRFXVHG RQ WHVWLQJ WKH OLQN EHWZHHQ RQH JLYHQ UHVRXUFH DQG ILUP SHUIRUPDQFH
�H�J� +LWW HW DO�� ����� :DOGPDQ HW DO�� ������ 0RUH UHFHQWO\ VWLOO� LQ D VWHS IRUZDUG
IURP SUHYLRXV HPSLULFDO VWXGLHV� &DUPHOL DQG 7LVKOHU ������ IRXQG VLJQLILFDQW LP�
SDFW RQ ILUP SHUIRUPDQFH E\ VL[ LQGHSHQGHQW LQWDQJLEOH RUJDQL]DWLRQDO UHVRXUFHV
DQG WKH LQWHUDFWLRQV DPRQJ WKHP� 0RYLQJ LQ D GLIIHUHQW GLUHFWLRQ� +DQVHQ HW DO�
������ S������ SURSRVHG WKDW WKH JDS EHWZHHQ WKH µWKHRUHWLFDO XWLOLW\¶ DQG WKH µSUDF�
WLFDO XWLOLW\¶ RI WKH UHVRXUFH�EDVHG YLHZ FRXOG EH QDUURZHG E\ RSHUDWLRQDOL]LQJ LW
GLIIHUHQWO\ DQG PRUH FRQVLVWHQWO\ ZLWK 3HQURVH ������� +DQVHQ HW DO� ������ GLVWLQ�
JXLVK EHWZHHQ WKH SURGXFWLYH UHVRXUFHV WKDW D ILUP KDV DQG LWV DGPLQLVWUDWLYH GHFL�
VLRQV� ZKLFK FRQILJXUH WKH UHVRXUFHV DQG WXUQ WKHP LQWR VHUYLFHV WKDW PD\ UHVXOW LQ
FRPSHWLWLYH DGYDQWDJH�

,Q WKLV WKHVLV ZH SURSRVH WR LQIRUP UHFHQW DGYDQFHPHQWV LQ WKH UHVRXUFH�EDVHG
YLHZ OLWHUDWXUH ZLWK WKH LQVLJKW RI VRFLDO FDSLWDO� &DUPHOL DQG 7LVKOHU ������ DUJXHG
WKDW LW LV QRW RQO\ ZKLFK UHVRXUFHV WKH ILUP KDV WKDW LQIOXHQFH LWV SHUIRUPDQFH� EXW
DOVR WKH ILW EHWZHHQ WKRVH UHVRXUFHV� +DQVHQ HW DO� ������ KDYH LQ WXUQ DUJXHG WKDW
LW LV QRW VR PXFK WKH UHVRXUFHV WKH ILUP KDV� EXW UDWKHU KRZ LW DGPLQLVWHUV WKHP
WKDW GULYHV SHUIRUPDQFH� :H VXJJHVW WKDW ERWK WKH ILUP¶V UHVRXUFH DFTXLVLWLRQ DQG
DGPLQLVWUDWLYH GHFLVLRQV DUH VWURQJO\ LQIOXHQFHG E\ LWV VRFLDO FDSLWDO� %\ LQKHULWLQJ
VRFLDO FDSLWDO� D VSLQ�RII PD\ DFFHOHUDWH LWV DFTXLVLWLRQ RI UHVRXUFHV DQG LQIRUP LWV
DGPLQLVWUDWLYH GHFLVLRQV ZLWK PRUH DQG PRUH DFFXUDWH LQIRUPDWLRQ�

����� (FRQRPLF EHQHILWV RI VRFLDO FDSLWDO

$V ZH KDYH DOUHDG\ PHQWLRQHG LQ WKH SUHYLRXV VHFWLRQV� D FRPPRQ WKUHDG LQ VRFLDO
FDSLWDO OLWHUDWXUH LV WKDW� LI OHYHUDJHG� VRFLDO FDSLWDO FDQ \LHOG HFRQRPLF EHQHILWV WR
WKRVH ZKR KROG LW� :H ZLOO QRZ JLYH D PRUH IRUPDO RYHUYLHZ RI WKHVH HFRQRPLF
EHQHILWV� ,Q WKH LQWHUHVW RI EUHYLW\� DQG EHFDXVH LW LV WKH IRFXV RI WKLV GLVVHUWDWLRQ�
ZH ZLOO FRQFHQWUDWH RQ WKH HFRQRPLF EHQHILWV RI VRFLDO FDSLWDO DW WKH ILUP OHYHO� WKDW
LV WR VD\ EHQHILWV DFFUXLQJ WR WKH ILUP� UHJDUGOHVV RI ZKHWKHU WKH\ ILQG WKHLU VRXUFHV
LQ WKH XVDJH RI FRPPXQLW\�OHYHO� LQGLYLGXDO�OHYHO RU ILUP�OHYHO VRFLDO FDSLWDO�

7KH HFRQRPLF EHQHILWV RI VRFLDO FDSLWDO IRU WKH ILUP DUH WZRIROG� )LUVWO\� VRFLDO
FDSLWDO DOORZV WKH ILUP WR REWDLQ UHVRXUFHV IDVWHU DQG PRUH FKHDSO\� 7KURXJK VRFLDO
FDSLWDO� WKH ILUP REWDLQV UHVRXUFHV WKDW ZRXOG SUREDEO\ QRW EH DYDLODEOH RWKHUZLVH�
RU DW OHDVW QRW DW FRQGLWLRQV ZKLFK LW FRXOG DIIRUG� 6HFRQGO\� VRFLDO FDSLWDO DOORZV WKH
ILUP WR EXLOG WKH OHJLWLPDF\ LW QHHGV WR FRQYLQFH H[WHUQDO DQG LQWHUQDO VWDNHKROGHUV
WR GR EXVLQHVV ZLWK LW�

5HVRXUFH DFTXLVLWLRQ DQG OHJLWLPDF\ EXLOGLQJ DUH YDOXDEOH IRU DOO ILUPV� EXW WKLV LV
SDUWLFXODUO\ WUXH IRU QHZ YHQWXUHV� 'XULQJ WKH LQLWLDO VWDJHV RI LWV H[LVWHQFH� D ILUP
LV IDFHG ZLWK PDQ\ GLIILFXOWLHV� ZKLFK WKH OLWHUDWXUH UHIHUV WR DV WKH ³OLDELOLWLHV RI
QHZQHVV´ �6WLQFKFRPEH� ������ ,W ODFNV NQRZOHGJH DERXW LWV HQYLURQPHQW� %HFDXVH
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LW KDV QR WUDFN UHFRUG� LW KDV QR OHJLWLPDF\ZLWK LWV FXVWRPHUV DQG VXSSOLHUV� DQG HYHQ
ZLWK LWV RZQ HPSOR\HHV �6WLQFKFRPEH� ������ ,W ODFNV SURGXFWLRQ H[SHULHQFH DQG LWV
SURGXFWLRQ URXWLQHV DUH QRW LQ SODFH �6RUHQVHQ DQG 6WXDUW� ������ &RQVHTXHQWO\� LW
ODFNV WKH DELOLW\ WR DFKLHYH FRQVLVWHQW OHYHOV RI RXWSXW TXDOLW\ �+DQQDQ DQG )UHHPDQ�
������ ,W ODFNV ILQDQFLDO DQG KXPDQ UHVRXUFHV� ZKLFK UHQGHUV LWV SRVLWLRQ H[WUHPHO\
SHULORXV LQ FDVH RI D SURORQJHG SHULRG RI SRRU SHUIRUPDQFH� &RQVHTXHQWO\� D QHZ
ILUP LV DW KLJKHU ULVN WKDQ DQ HVWDEOLVKHG RUJDQL]DWLRQ RI GLVEDQGLQJ �/HYLQWKDO�
������ OHDGLQJ VWDNHKROGHUV DQG RXWVLGHUV WR EH ZDU\ RI HQJDJLQJ LQ EXVLQHVV ZLWK
LW�

7KLV OLDELOLW\ RI QHZQHVV LV DFFHQWXDWHG IXUWKHU LQ WKH FDVH RI WHFKQRORJLFDO QHZ
ILUPV� ,QGHHG� LQ DGGLWLRQ WR WKH GLVDGYDQWDJHV OLVWHG DERYH� WHFKQRORJLFDO QHZ
YHQWXUHV RIWHQ UHTXLUH VXEVWDQWLDO LQYHVWPHQWV LQ RUGHU WR IXQG WKHLU HDUO\�VWDJH GH�
YHORSPHQW WHFKQRORJLHV� ZKLFK DUH KLJKO\ VSHFXODWLYH� ZKLOH UHYHQXHV ZLOO RQO\
DFFUXH DW D PXFK ODWHU VWDJH� LI DW DOO� DQG DUH GLIILFXOW WR HYDOXDWH �$OGULFK DQG )LRO�
������

,Q RUGHU WR EUHDN RXW RI WKLV XQFRPIRUWDEOH VLWXDWLRQ� WKH QHZ ILUP KDV WR REWDLQ
WKH UHVRXUFHV LW QHHGV IRU LWV GHYHORSPHQW� EXW JLYHQ LWV ILQDQFLDO FRQVWUDLQWV� LW PXVW
GR VR DV SDUVLPRQLRXVO\ DV SRVVLEOH� VHHNLQJ WKH EDUH PLQLPXP UHVRXUFHV QHHGHG WR
DFKLHYH LWV REMHFWLYHV� DQG VHFXULQJ WKHP DW WKH ORZHVW SRVVLEOH FRVW �+DPEULFN DQG
0DF0LOODQ� ������ 7KLV LV ZKHUH VRFLDO FDSLWDO� E\ SURYLGLQJ DFFHVV WR UHVRXUFHV�
EHFRPHV LQYDOXDEOH WR WKH QHZ ILUP�

$VLGH IURP REWDLQLQJ UHVRXUFHV� WKH QHZ ILUP PXVW DOVR GHYHORS LWV OHJLWLPDF\�
L�H� VHFXUH WKH VXSSRUW RI LWV FXVWRPHUV� GLVWULEXWRUV DQG VXSSOLHUV� 7KH OLDELOLWLHV
RI QHZQHVV HYRNHG DERYH PHDQ WKDW WKHVH SRZHUIXO H[WHUQDO DFWRUV ZLOO KDYH MXVWL�
ILDEOH GRXEWV DV WR ZKHWKHU WKH QHZ YHQWXUH LV OLNHO\ WR VXUYLYH YHU\ ORQJ� DQG WKXV
ZLOO TXHVWLRQ WKH ZLVGRP RI SURYLGLQJ WKHLU SDWURQDJH� 7KH QHZ ILUP PXVW FUHDWH
WKH LPSUHVVLRQ WKDW LW KDV D UHDVRQDEOH FKDQFH RI VXFFHHGLQJ�

6RFLDO FDSLWDO DQG UHVRXUFH FR�RSWDWLRQ

7KHUH LV DEXQGDQW HPSLULFDO HYLGHQFH WKDW VRFLDO FDSLWDO� IRU H[DPSOH LQ WKH IRUP RI
SUHYLRXV ZRUNLQJ UHODWLRQVKLSV� YROXQWDU\ FRQQHFWLRQV DQG NLQVKLS RU FRPPXQLW\
WLHV� SOD\V DQ LPSRUWDQW UROH LQ DOORZLQJ QHZ YHQWXUHV WR DFTXLUH UHVRXUFHV �VHH IRU
LQVWDQFH %LUOH\� ����� -RKDQQLVVRQ� ����� 0DF0LOODQ� ������

6RFLDO FDSLWDO DOORZV ILUPV WR DFTXLUH UHVRXUFHV DW D PXFK ORZHU FRVW WKDQ PDU�
NHW FRVW� E\ WDSSLQJ LQWR XQGHUXWLOL]HG UHVRXUFHV RI QHWZRUN FRQWDFWV �6WDUU DQG
0DF0LOODQ� ������ 7KHVH DXWKRUV OLVW D QXPEHU RI VRFLDO VWUDWHJLHV WKDW HQWUHSUHQHXUV
FDQ XVH WR FR�RSW UHVRXUFHV LQ WKLV ZD\�

� %RUURZLQJ� )URP DQ HQWUHSUHQHXULDO VWDQGSRLQW� RZQHUVKLS RI UHVRXUFHV LV
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PXFK OHVV LPSRUWDQW WKDQ DFFHVV WR UHVRXUFHV� %RUURZLQJ DOORZV D ILUP WR
XVH FHUWDLQ UHVRXUFHV IRU D FHUWDLQ WLPH �RU PD\EH SHULRGLFDOO\� XQGHU WKH
SUHPLVH WKDW WKH\ ZLOO HYHQWXDOO\ EH UHWXUQHG WR WKHLU RZQHU� %RUURZLQJ
PHDQV WKDW WKH ILUP QHHG QRW FRYHU WKH IL[HG FRVW RI WKH UHVRXUFHV� DQG XVXDOO\
QRW HYHQ WKH YDULDEOH FRVWV� %RUURZLQJ FDQ WDNH GLIIHUHQW IRUPV� VRPH RI
WKHP ERUGHULQJ RQ WKH XQHWKLFDO RU HYHQ LOOHJDO� 6WDUU DQG0DF0LOODQ ������
FLWH WKH H[DPSOH RI DQ LQWUDSUHQHXU ZKR URXWLQHO\ FKDUJHG HDUO\ H[SHQVHV
IRU KLV SURMHFWV WR DFFRXQWV RI RWKHU GLYLVLRQV RI WKH ILUP HPSOR\LQJ KLP�
UHDVRQLQJ WKDW E\ WKH WLPH WKH DFFRXQWLQJ LUUHJXODULW\ ZDV GLVFRYHUHG� WKH
SURMHFW ZRXOG KDYH JHQHUDWHG WKH UHYHQXHV WR UHSD\ WKH DFFRXQWV�

� %HJJLQJ� %HJJLQJ LV D ZD\ RI VHFXULQJ UHVRXUFHV ZLWKRXW QHHGLQJ WR UHWXUQ
WKHP� E\ DSSHDOLQJ WR WKH RZQHU¶V FKDULW\� JRRGZLOO RU PRUDO YDOXHV� ,Q
WKLV FDVH� WKH RZQHU RI WKH UHVRXUFHV LV FDMROHG LQWR GRQDWLQJ WKHP ZLWKRXW
UHFHLYLQJ DQ\PDWHULDO UHPXQHUDWLRQ LQ H[FKDQJH� HYHQ WKRXJK KH UHFRJQL]HV
WKDW WKH UHVRXUFHV KDYH YDOXH�

� 6FDYHQJLQJ� 6FDYHQJLQJ VWUDWHJLHV LQYROYH SXWWLQJ WR XVH UHVRXUFHV ZKLFK
RWKHUV GR QRW LQWHQG WR XVH RU VHH QR YDOXH LQ� 8VXDOO\� SHUVXDGLQJ WKH RZQHU
RI WKH UHVRXUFHV WR SDUW ZLWK WKHP� HYHQ WKRXJK WKH\ KDYH OLWWOH YDOXH WR KLP�
ZLOO UHTXLUH D GRVH RI VRFLDO DELOLW\�

� $PSOLI\LQJ� 5HVRXUFHV KDYH GLIIHUHQW YDOXHV WR GLIIHUHQW DFWRUV� $PSOLI\�
LQJ VWUDWHJLHV LQYROYH H[WUDFWLQJ PRUH YDOXH RXW RI D UHVRXUFH WKDQ LV SHU�
FHLYHG E\ LWV RULJLQDO RZQHU� 7KH SULFH GHPDQGHG IRU DQ DVVHW GHSHQGV RQ
WKH YDOXH WKDW WKH RZQHU SHUFHLYHV� +HQFH� HQWUHSUHQHXUV ZKR KDYH D GLI�
IHUHQW SHUFHSWLRQ RI WKH UHVRXUFH¶V YDOXH FDQ REWDLQ WKHP IRU D IUDFWLRQ RI
WKHLU SRWHQWLDO FRVW� 7KHVH VWUDWHJLHV DUH EDVHG RQ WKH H[SORLWDWLRQ RI PDUNHW
LQHIILFLHQFLHV�

%\ XVLQJ DQ\� RU D FRPELQDWLRQ RI WKHVH VWUDWHJLHV� ILUPV FDQ OHYHUDJH WKHLU VRFLDO
QHWZRUNV WR REWDLQ UHVRXUFHV DW D IUDFWLRQ RI WKHLU PDUNHW FRVW� ,Q VR GRLQJ� ILUPV
UHGXFH QRW RQO\ WKH FRVW RI VWDUW�XS� EXW DOVR WKH ULVN �E\ UHGXFLQJ WKH LQLWLDO LQYHVW�
PHQW VXEVWDQWLDOO\�� DQG WKH\ LQFUHDVH WKHLU SRWHQWLDO UHWXUQ RQ DVVHWV �E\ EULQJLQJ
GRZQ WKH QHHG IRU DVVHWV��

6RFLDO FDSLWDO DQG OHJLWLPDF\ FR�RSWDWLRQ

1HZ YHQWXUHV KDYH QR WUDFN UHFRUG DQG RIWHQ H[SORLW WHFKQRORJLHV ZKLFK DUH DW WRR
HDUO\ D VWDJH WR SURSHUO\ HYDOXDWH WKHLU SRWHQWLDO� 7KXV� GLUHFW PHDVXUHV RI WKH TXDO�
LW\ RI WKH QHZ YHQWXUH DUH QRW UHDGLO\ DYDLODEOH� 6WXDUW HW DO� ������ ZULWH WKDW ZKHQ
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IDFHG ZLWK VXFK XQFHUWDLQW\ DERXW WKH TXDOLW\ RI D QHZ YHQWXUH� WKLUG SDUWLHV ZLOO
UHO\ RQ WKH SURPLQHQFH RI WKH ILUPV WKDW WKH QHZ YHQWXUH LV DIILOLDWHG ZLWK LQ RUGHU
WR GHFLGH ZKHWKHU WKH\ VKRXOG GR EXVLQHVV ZLWK LW� $Q DFWRU¶V UHSXWDWLRQ LV SDUWO\
FRQVWUXFWHG WKURXJK WKH LGHQWLWLHV RI KLV DVVRFLDWHV �%ODX� ������ *HQHUDOO\ VSHDN�
LQJ� WKLUG�SDUWLHV¶ SHUFHSWLRQV DERXW WKH TXDOLW\ RI DQ LQGLYLGXDO� D ILUP RU HYHQ
DQ LQQRYDWLRQ DUH DIIHFWHG E\ SURPLQHQW HQGRUVHPHQWV� )RU H[DPSOH� %XUW ������
VKRZHG WKDW SK\VLFLDQV¶ SHUFHSWLRQV RI D QHZ GUXJ HYROYHG SRVLWLYHO\ RQFH SURPL�
QHQW GRFWRUV LQ WKH FRPPXQLW\ KDG FKRVHQ WR DGRSW LW� 6LPLODUO\� LQ WKH FRUSRUDWH
FRQWH[W� 3RGROQ\ DQG 6WXDUW ������ IRXQG WKDW XQFHUWDLQ WHFKQRORJLFDO LQQRYDWLRQV
ZHUH PRUH OLNHO\ WR EH ZLGHO\ DFFHSWHG RQFH WKH\ KDG EHHQ DGRSWHG E\ KLJK�VWDWXV
RUJDQL]DWLRQV�

6WXDUW HW DO� ������ LGHQWLI\ WKUHH PHFKDQLVPV WKDW DIIHFW WKLUG SDUWLHV¶ SHUFHS�
WLRQV RI D QHZ YHQWXUH¶V TXDOLW\ EDVHG RQ WKH QHZ YHQWXUH¶V DVVRFLDWLRQV� 7KHVH
PHFKDQLVPV DUH GLVFXVVHG EHORZ�

� 5HFLSURFDO UHODWLRQVKLSV� 5HODWLRQVKLSV FDQ DIIHFW WKH UHSXWDWLRQ RI ERWK
SDUWLHV LQYROYHG� ,I D UHODWLRQVKLS H[LVWV EHWZHHQ D SURPLQHQW RUJDQL]DWLRQ
DQG D QHZ YHQWXUH� WKH SURPLQHQW RUJDQL]DWLRQ VWDQGV WR ORVH PXFK PRUH LQ
WHUPV RI UHSXWDWLRQ WKDQ WKH QHZ YHQWXUH LI WKH QHZ YHQWXUH ZHUH WR EH ORZ�
TXDOLW\� %HFDXVH PRUH LV DW VWDNH IRU WKHP LQ WHUPV RI UHSXWDWLRQ� SURPLQHQW
RUJDQL]DWLRQV ZLOO GHSOR\ PRUH HIIRUWV WR DYRLG DVVRFLDWLRQ ZLWK ORZ�TXDOLW\
SDUWQHUV� 7KHUHIRUH� ZKHQ VXFK DQ RUJDQL]DWLRQ KDV HVWDEOLVKHG D UHODWLRQ�
VKLS WR D QHZ YHQWXUH� WKLUG SDUWLHV PD\ DVVXPH WKDW VXIILFLHQW GXH GLOLJHQFH
KDV EHHQ FDUULHG RXW�

� 4XDOLW\ FHUWLILFDWLRQ� ,I WKH SURPLQHQW RUJDQL]DWLRQ KDV FKRVHQ WR HVWDEOLVK
D UHODWLRQVKLS ZLWK WKH QHZ YHQWXUH� WKLV VLJQDOV WKDW LW SHUFHLYHV LWV TXDO�
LW\ WR EH KLJK� 7KLUG SDUWLHV PD\ FRQVLGHU WKDW D SURPLQHQW RUJDQL]DWLRQ¶V
HYDOXDWLYH FDSDELOLWLHV DUH VWURQJ DQG WKXV GHFLGH WR WUXVW LWV MXGJPHQW DERXW
WKH TXDOLW\ RI WKH QHZ YHQWXUH� 7KH GLIIHUHQFH WR WKH SUHYLRXV PHFKDQLVP
LV WKDW WKLV RQH GRHV QRW DVVXPH WKDW DQ RFFDVLRQDO ORZ�TXDOLW\ UHODWLRQVKLS
FDQ GDPDJH D SURPLQHQW RUJDQL]DWLRQ¶V UHSXWDWLRQ�

� 3HUFHLYHG UHOLDELOLW\� ,I ZH DVVXPH WKDW SURPLQHQW RUJDQL]DWLRQV DYRLG UH�
ODWLRQVKLSV ZLWK XQUHOLDEOH SDUWQHUV� WKH H[LVWHQFH RI D UHODWLRQVKLS EHWZHHQ
D QHZ YHQWXUH DQG D SURPLQHQW RUJDQL]DWLRQ LV D VWURQJ VLJQDO RI WKH QHZ
YHQWXUH¶V UHOLDELOLW\� )XUWKHUPRUH� WKLV VLJQDO LV PRUH OLNHO\ WR EH QRWLFHG LQ
WKH FRPPXQLW\ DW ODUJH LI WKH QHZ YHQWXUH LV DVVRFLDWHG WR D SURPLQHQW RUJD�
QL]DWLRQ WKDQ LI LW LV DVVRFLDWHG ZLWK D UXQ�RI�WKH�PLOO RUJDQL]DWLRQ� EHFDXVH
DFWLRQV RI SURPLQHQW RUJDQL]DWLRQV GUDZ PRUH DWWHQWLRQ IURP WKH FRPPX�
QLW\� 7KH QHZ YHQWXUH¶V SDUWQHUVKLS ZLOO GUDZ DWWHQWLRQ WR LW DQG SURYLGH D
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VWURQJ VLJQDO RI LWV UHOLDELOLW\� LQFLWLQJ WKLUG SDUWLHV WR JLYH WKH QHZ YHQWXUH
WKHLU SDWURQDJH�

%XUW �����D� ZULWHV WKDW OHJLWLPDF\ KHOSV WKH ILUP LQ WZR ZD\V� )LUVWO\� VWDNHKROGHUV
ZLOO EH PRUH LQFOLQHG WR EHOLHYH WKDW WKH ILUP XQGHUVWDQGV WKHLU QHHGV DQG REMHFWLYHV�
DQG WKXV ZLOO EH PRUH DEOH WR PHHW WKRVH QHHGV� 6HFRQGO\� D ILUP ZKLFK LV UHJDUGHG
DV OHJLWLPDWH ZLWKLQ D SRSXODWLRQ RU JURXS ZLOO KDYH D UHSXWDWLRQ WR NHHS� ,I LW
GRHV QRW DFW DFFRUGLQJ WR WKH JURXS¶V H[SHFWDWLRQV� LWV YDOXDEOH UHSXWDWLRQ ZLOO EH
WDUQLVKHG� $V WKH ILUP VWDQGV WR ORVH LQ WKLV SHUVSHFWLYH� VWDNHKROGHUV ZLOO ILQG LW
HDVLHU WR WUXVW LW�

��� 6SLQ�RIIV

7KLV WKHVLV VWXGLHV WKH LQKHULWDQFH RI VRFLDO FDSLWDO WKH SDUWLFXODU VHWWLQJ RI FRUSRUDWH
VSLQ�RIIV� +DYLQJ JLYHQ DQ RYHUYLHZ RI WKH VRFLDO FDSLWDO OLWHUDWXUH LQ WKH SUHFHGLQJ
SDJHV� ZH ZLOO QRZ WXUQ WR WKH VSLQ�RII OLWHUDWXUH� 2XU RYHUYLHZ ZLOO ILUVW IRFXV RQ
GHILQLQJ WKH VSLQ�RII SKHQRPHQRQ� DV WKH WHUP ¶VSLQ�RII¶ LV XVHG LQ VRPHWLPHV YHU\
GLIIHUHQW FRQWH[WV� 6HFRQG� ZH ZLOO FRYHU WKH PDLQ DQWHFHGHQWV RI VSLQ�RII IRUPD�
WLRQ LGHQWLILHG LQ WKH OLWHUDWXUH� 7KLUG� ZH ZLOO H[DPLQH WKH GHYHORSPHQW SDWKV WKDW
DUH GHVFULEHG LQ SUHYLRXV VSLQ�RII VWXGLHV DQG ODVWO\ ZH ZLOO GHVFULEH WKH HFRQRPLF
DGYDQWDJHV RU GLVDGYDQWDJHV RI VSLQ�RIIV� ERWK IRU WKH VSLQ�RIIV WKHPVHOYHV DV ZHOO
DV IRU WKHLU PRWKHU FRPSDQLHV�

����� 'HILQLWLRQ RI VSLQ�RIIV

7KHUH LV VRPH FRQIXVLRQ LQ WKH OLWHUDWXUH VXUURXQGLQJ WKH XVH RI WKH WHUP ³VSLQ�RII´
�0XVWDU� ����� 3DUKDQNDQJDV DQG $UHQLXV� ������ 7KLV WHUP �DQG DOVR VRPHWLPHV
³VSLQ�RXW´� LV RIWHQ XVHG WR GHVFULEH SKHQRPHQD ZKLFK DUH QRW QHFHVVDULO\ LGHQWLFDO�
6RPH VWXGLHV DSSO\ WKLV WHUP WR QHZ YHQWXUHV �IRU H[DPSOH &RRSHU� ����� �����
5REHUWV� ����� 5REHUWV DQG:DLQHU� ����� ZKHUHDV LQ RWKHU VWXGLHV� WKH WHUP LV XVHG
WR ODEHO FRUSRUDWH GLYHVWPHQW RI PDWXUH EXVLQHVVHV� ZKLFK ZH EHOLHYH LV D UDWKHU
GLIIHUHQW SKHQRPHQRQ �H�J� ,WR� ����� ,WR DQG 5RVH� ����� 6HPDGHQL DQG &DQQHOOD�
�����:RR HW DO�� ������ ,Q WKLV WKHVLV� ZH DUH LQWHUHVWHG LQ WKH ILUVW NLQG RI VSLQ�RIIV�

(YHQ ZLWKLQ WKH FRQWH[W RI QHZ YHQWXUHV� WKH WHUP ³VSLQ�RII´ FDQ GHVLJQDWH GLI�
IHUHQW W\SHV RI RUJDQL]DWLRQV� $ ORRN DW WKH H[LVWLQJ OLWHUDWXUH VKRZV WKDW WKH GLI�
IHUHQFHV EHWZHHQ GHILQLWLRQV HPSOR\HG FDQ EH VXEVWDQWLDO� 7KH IROORZLQJ OLVW LOOXV�
WUDWHV FRPPRQO\�IRXQG GHILQLWLRQV�

� *DUYLQ ������ S���� ³1HZ ILUPV FUHDWHG E\ LQGLYLGXDOV EUHDNLQJ RII IURP
H[LVWLQJ RQHV WR FUHDWH FRPSHWLQJ FRPSDQLHV RI WKHLU RZQ�´
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� 6LUH ������ S���� ³/¶HVVDLPDJH FRQVLVWH HQ OD FUpDWLRQ RX OD UHSULVH G¶XQH
HQWUHSULVH SDU XQ GHV VDODULpV DYHF OH VRXWLHQ GH VRQ HPSOR\HXU�´ �6SLQQLQJ�
RII FRQVLVWV LQ WKH FUHDWLRQ RU WKH EX\RXW RI D ILUP E\ DQ HPSOR\HH� ZLWK
VXSSRUW IURP KLV HPSOR\HU��

� 3DUKDQNDQJDV DQG .DXUDQHQ ������ S���� ³$ VSLQ�RII ILUP LV DQ LQGHSHQGHQW
ILUP WKH IRXQGHU RI ZKLFK KDV OHIW KLV SUHYLRXV MRE WR VWDUW XS D EXVLQHVV RI KLV
RZQ WR H[SORLW DQ LGHD GHULYLQJ LQ VRPHZD\ IURP KLV SUHYLRXV HPSOR\PHQW�´

� 6DSLHQ]D HW DO� ������ S������ ³>7R EH D WHFKQRORJ\�UHODWHG VSLQ�RII ILUP� WKH
ILUP KDV@ WR H[SORLW WHFKQRORJLFDO FRPSHWHQFLHV GHYHORSHG LQWHUQDOO\ ZLWKLQ
WKH SDUHQW ILUP DQG WR EH DFWLYH LQ LQGXVWULDO PDQXIDFWXULQJ RU LQ WHFKQLFDO
VHUYLFHV�´

,Q WKH EURDGHVW VHQVH� D SKHQRPHQRQ FDQ EH FRQVLGHUHG DV D VSLQ�RII LI LW VLPXOWD�
QHRXVO\ IXOILOOV WKH IROORZLQJ FULWHULD �3LUQD\� 6XUOHPRQW� DQG 1OHPYR� ������

� 2FFXUULQJ ZLWKLQ DQ H[LVWLQJ RUJDQL]DWLRQ� XVXDOO\ UHIHUUHG WR DV WKH ³SDUHQW
RUJDQL]DWLRQ´ �RU LQ WKH FDVH RI FRUSRUDWH VSLQ�RIIV� WKH ³PRWKHU FRPSDQ\´�

� ,QYROYLQJ RQH RU VHYHUDO LQGLYLGXDOV� UHJDUGOHVV RI WKHLU VWDWXV ZLWKLQ WKH
SDUHQW RUJDQL]DWLRQ

� 7KHVH LQGLYLGXDOV OHDYLQJ WKH SDUHQW RUJDQL]DWLRQ LQ RUGHU WR FUHDWH D QHZ
RUJDQL]DWLRQ

1GRQ]XDX HW DO� ������ DQG 3LUQD\ HW DO� ������ FRQVLGHU WKDW NH\ HOHPHQWV LQ GHILQ�
LQJ VSLQ�RIIV DUH WKH WUDQVIHU RI NQRZOHGJH EHWZHHQ WKH SDUHQW RUJDQL]DWLRQ DQG WKH
QHZ RUJDQL]DWLRQ� 7KLV NQRZOHGJH FDQ EH HLWKHU FRGLILHG RU WDFLW�

&RGLILHG NQRZOHGJH LV HPERGLHG LQ VXFK LWHPV DV SXEOLFDWLRQV� UHSRUWV� FRP�
SXWHU SURJUDPV RU WHFKQLFDO HTXLSPHQW� %HFDXVH LW UHOLHV RQ H[SOLFLW DQG IRUPDO�
L]HG LQIRUPDWLRQ� LW FDQ HDVLO\ EH WUDQVIHUUHG LQGHSHQGHQWO\ RI WKH KXPDQ EUDLQ WKDW
SURGXFHG LW �&DOORQ� ������

7DFLW NQRZOHGJH UHIHUV WR SHUVRQDO NQRZOHGJH DFFXPXODWHG E\ LQGLYLGXDOV LQ
WKH FRXUVH RI WKHLU DFWLYLWLHV� 7KLV W\SH RI NQRZOHGJH WDNHV YDULRXV IRUPV� VXFK
DV FDSDELOLWLHV� H[SHUWLVH RU H[SHULHQFH� %HFDXVH LW LV QRW IRUPDOL]HG� LW LV PXFK
PRUH GLIILFXOW WR WUDQVIHU LQGHSHQGHQWO\ RI WKH LQGLYLGXDO LQ ZKLFK LW LV HPERGLHG
�%ODQNHQEXUJ� ������

6HYHUDO W\SRORJLHV RI VSLQ�RIIV H[LVW LQ WKH OLWHUDWXUH� 8QLYHUVLW\ VSLQ�RIIV KDYH
EHHQ VWXGLHG E\ VHYHUDO DXWKRUV� 3LUQD\ HW DO� ������ H[DPLQH WKH H[LVWLQJ OLWHUD�
WXUH RQ XQLYHUVLW\ DQG UHVHDUFK�EDVHG VSLQ�RIIV DQG HVWDEOLVK D FODVVLILFDWLRQ EDVHG
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RQ WKH IROORZLQJ GLPHQVLRQV� ��� VWDWXV RI WKH IRXQGHUV ZLWKLQ WKH XQLYHUVLW\ �UH�
VHDUFKHUV RU VWXGHQWV�� ��� WKH QDWXUH RI NQRZOHGJH WUDQVIHUUHG IURP WKH XQLYHUVLW\ WR
WKH QHZ YHQWXUH �PRVWO\ FRGLILHG WHFKQLFDO NQRZOHGJH� OHDGLQJ WR SURGXFW RULHQWHG
VSLQ�RIIV� RU PRVWO\ WDFLW NQRZOHGJH� OHDGLQJ WR VHUYLFH�RULHQWHG VSLQ�RIIV� DQG ���
XQLYHUVLW\ DWWLWXGH WRZDUGV HQWUHSUHQHXUVKLS �³SXOO´ VSLQ�RIIV� ZKHQ HQWUHSUHQHXUV
DUH SXOOHG RXW RI WKHLU XQLYHUVLW\ E\ WKH SURPLVH RI DQ DWWUDFWLYH EXVLQHVV RSSRUWX�
QLW\� RU ³SXVK´ VSLQ�RIIV� ZKHQ WKH XQLYHUVLW\ SOD\V DQ DFWLYH UROH LQ HQFRXUDJLQJ
WKH FUHDWLRQ RI WKH VSLQ�RII��

,Q WKH FRQWH[W RI FRUSRUDWH VSLQ�RIIV� /LQGKROP ������ HVWDEOLVKHV D FODVVLILFD�
WLRQ EDVHG RQ WKH WUDQVIHU RI RZQHUVKLS EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH QHZ
RUJDQL]DWLRQ� 'LYHVWPHQW VSLQ�RIIV DUH WKRVH LQ ZKLFK D IRUPDO WUDQVIHU RI PDMRULW\
RZQHUVKLS KDSSHQV EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH VSLQ�RII� IRU H[DPSOH LQ
WKH FDVH RI D PDQDJHPHQW EX\RXW RI D IRUPHU FRUSRUDWH GLYLVLRQ� (QWUHSUHQHXULDO
VSLQ�RIIV DUH WKRVH LQ ZKLFK QR IRUPDO RZQHUVKLS WUDQVIHU KDSSHQV� IRU H[DPSOH LQ
WKH FDVH ZKHQ RQH RU VHYHUDO LQGLYLGXDOV VLPSO\ OHDYH WKH PRWKHU FRPSDQ\ WR IRXQG
D QHZ YHQWXUH�

,Q V\QWKHVLV� PRVW GHILQLWLRQV RI QHZ YHQWXUH VSLQ�RIIV �DV RSSRVHG WR FRUSRUDWH
GLYHVWPHQW RI PDWXUH EXVLQHVVHV� IDOO VRPHZKHUH DORQJ WKH IROORZLQJ GLPHQVLRQV�
��� 7\SH RI PRWKHU RUJDQL]DWLRQ� EH LW D XQLYHUVLW\ RU UHVHDUFK LQVWLWXWLRQ� RU D SUL�
YDWH FRPSDQ\� ��� 6WDWXV RI WKH VSLQ�RII IRXQGHUV� VWXGHQWV� UHVHDUFKHUV RU SURIHV�
VRUV LQ WKH FDVH RI XQLYHUVLW\ VSLQ�RIIV� DQ\ HPSOR\HH RU RQO\ VHQLRU PDQDJHPHQW
OHYHO HPSOR\HHV LQ WKH FDVH RI FRUSRUDWH VSLQ�RIIV� ��� 2ULJLQ RI WKH FRUH EXVLQHVV
LGHD RU WHFKQRORJ\� ZKHWKHU NQRZOHGJH WUDQVIHU KDV WR RFFXU EHWZHHQ WKH PRWKHU
FRPSDQ\ DQG WKH QHZ RUJDQL]DWLRQ IRU LW WR EH FRQVLGHUHG D VSLQ�RII� ��� 0RWKHU RU�
JDQL]DWLRQ DWWLWXGH� ZKHWKHU LW LV QHFHVVDU\ IRU WKH PRWKHU FRPSDQ\ RU XQLYHUVLW\ WR
DSSURYH RI WKH IRXQGDWLRQ RU HYHQ KDYH DQ RZQHUVKLS VWDNH LQ WKH QHZ RUJDQL]DWLRQ
IRU LW WR EH FRQVLGHUHG D VSLQ�RII� ��� )RXQGLQJ PHFKDQLVP� ZKHWKHU IRUPDO RZQHU�
VKLS WUDQVIHU EHWZHHQ WKH PRWKHU RUJDQL]DWLRQ DQG WKH QHZ RUJDQL]DWLRQ LV UHTXLUHG
WR FRQVLGHU LW D VSLQ�RII� ��� $UHD RI DFWLYLW\ RI WKH QHZ RUJDQL]DWLRQ� ZKHWKHU LW
VKRXOG EH DFWLYH LQ WKH VDPH LQGXVWU\ DV WKH PRWKHU FRPSDQ\ WR EH FRQVLGHUHG D
VSLQ�RII�

,Q WKLV GLVVHUWDWLRQ� ZH FRQVLGHU VSLQ�RIIV IURP SULYDWH FRUSRUDWLRQV ���� WKDW DUH
HLWKHU IRXQGHG E\ DQ\ HPSOR\HHV RI WKH PRWKHU FRPSDQ\ ZKR OHDYH WKHLU IRUPHU
SRVLWLRQ ��� RU DUH EDVHG RQ WHFKQRORJ\ GHYHORSHG DW WKH PRWKHU FRPSDQ\ ���� :H
GR QRW UHTXLUH IRUPDO PRWKHU FRPSDQ\ VXSSRUW ��� RU UHVWULFW RXU GHILQLWLRQ WR DQ\
W\SH RI IRXQGLQJ PHFKDQLVP ��� RU DUHD RI DFWLYLW\ RI WKH VSLQ�RII ����
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����� $QWHFHGHQWV RI VSLQ�RII IRUPDWLRQ

6HYHUDO DXWKRUV ZULWH DERXW ZKDW ³WULJJHUV´ WKH IRUPDWLRQ RI VSLQ�RII ILUPV� RU LQ
RWKHU ZRUGV WKH HYHQWV WKDW FDXVH HPSOR\HHV WR OHDYH WKHLU FXUUHQW HPSOR\HU WR VWDUW
WKHLU RZQ EXVLQHVV�

$ ILQGLQJ RIWHQ UHIHUUHG WR LQ WKH OLWHUDWXUH LV WKDW HPSOR\HHV OHDYH RXW RI IUXV�
WUDWLRQ ZLWK WKHLU HPSOR\HUV� 7KLV LV RIWHQWLPHV DERXW EHLQJ XQDEOH WR SXUVXH DQ
LGHD RU LQQRYDWLRQ� RU DIWHU KDYLQJ WKHLU UHTXHVWV WR SXUVXH D QHZ PDUNHW UHMHFWHG
E\ PDQDJHPHQW �*DUYLQ� ����� .OHSSHU DQG 6OHHSHU� ������ )UXVWUDWLRQ FDQ DOVR
RFFXU DIWHU D FKDQJH LQ FRPSDQ\ PDQDJHPHQW WKDW OHDGV WR GLIIHUHQFH RI RSLQLRQ
DERXW WKH FRPSDQ\¶V VWUDWHJLF GLUHFWLRQ �%ULWWDLQ DQG )UHHPDQ� ������

3HUVRQDO KLVWRU\ DOVR LQIOXHQFHV IXWXUH VSLQ�RII IRXQGHUV¶ GHFLVLRQ WR VWDUW D VSLQ�
RII� )RXQGHUV RI VSLQ�RIIV DUH W\SLFDOO\ ZHOO HGXFDWHG DQG H[SHULHQFHG HPSOR\HHV
RI LQFXPEHQW FRPSDQLHV DFWLYH LQ VLPLODU PDUNHWV DQG ZLWK VLPLODU WHFKQRORJLHV
�&RRSHU� ����� ������ 6WXG\LQJ XQLYHUVLW\ VSLQ�RII IRUPDWLRQ� .UDEHO DQG 0XHOOHU
������ ILQG HPSLULFDO HYLGHQFH LQGLFDWLQJ WKDW WKH HQWUHSUHQHXULDO DFWLYLW\ RI XQL�
YHUVLW\ UHVHDUFKHUV GHSHQGV KHDYLO\ RQ WKHLU SDWHQWLQJ DFWLYLW\� WKHLU SHUVRQDO HQ�
WUHSUHQHXULDO H[SHULHQFH� DQG WKHLU SHUVRQDO RSLQLRQ DERXW WKH EHQHILWV RI FRPPHU�
FLDOL]LQJ UHVHDUFK� DV ZHOO DV FORVH SHUVRQDO WLHV WR LQGXVWU\�

$YDLODELOLW\ RI UHVRXUFHV WR WKH HPEU\RQLF VSLQ�RII LV DQRWKHU LPSRUWDQW IDFWRU
EHKLQG WKH GHFLVLRQ WR ODXQFK DQ LQGHSHQGHQW YHQWXUH� ,Q WKH FRQWH[W RI WKH VSLQ�RII
RI EXVLQHVV XQLWV RI LQFXPEHQW FRPSDQLHV� 3DUKDQNDQJDV DQG $UHQLXV ������ OLQN
VSLQ�RII FUHDWLRQ WR WKH UHVRXUFH GHSHQGHQFH WKHRU\� ZKLFK VWDWHV WKDW RUJDQL]DWLRQV
HQWHU LQWR UHVRXUFH H[FKDQJH UHODWLRQVKLSV LQ RUGHU WR VHFXUH FULWLFDO UHVRXUFHV� %H�
IRUH WKH VHSDUDWLRQ RI WKH VSLQ�RII IURP LWV PRWKHU FRPSDQ\� DW D SRLQW ZKHQ WKH
IXWXUH VSLQ�RII LV VWLOO RQO\ D XQLW ZLWKLQ WKH PRWKHU FRPSDQ\� PXWXDO GHSHQGHQFH
RQ HDFK RWKHU¶V UHVRXUFHV LV D PRWLYDWLRQ IRU LQWUD�ILUP UHVRXUFH VKDULQJ� +RZHYHU�
WKH UHVRXUFH QHHGV RI WKH PRWKHU FRPSDQ\ DQG WKH IXWXUH VSLQ�RII DUH VXVFHSWLEOH WR
FKDQJH RYHU WLPH� 7KLV FDQ OHDG WR D UHVRXUFH PLVPDWFK ZKLFK PDNHV WKH UHODWLRQ�
VKLS OHVV IUXLWIXO� $V WKH PRWKHU FRPSDQ\ VHHV OHVV LQWHUHVW LQ VXSSO\LQJ UHVRXUFHV
WR WKH IXWXUH VSLQ�RII� WKLV FDQ WULJJHU WKH DFWXDO VHSDUDWLRQ RI WKH VSLQ�RII� ZKHQ LWV
PDQDJHUV GHFLGH WR FLUFXPYHQW WKH PRWKHU FRPSDQ\¶V XQZLOOLQJQHVV WR SURYLGH LW
ZLWK WKH QHFHVVDU\ UHVRXUFHV IRU LWV GHYHORSPHQW E\ VWDUWLQJ DQ LQGHSHQGHQW FRP�
SDQ\�

7KH DYDLODELOLW\ RI XQVHUYHG RU XQGHUVHUYHG QLFKH PDUNHWV LV DQRWKHU DQWHFHGHQW
RI VSLQ�RII IRUPDWLRQ� (FRQRPLF WKHRU\ KROGV WKDW HQWU\ E\ QHZ FRPSHWLWRUV LQWR DQ
LQGXVWU\ LV D UHVSRQVH WR LQFXPEHQWV HDUQLQJ KLJK SURILWV� +RZHYHU� LQGXVWU\ HQWU\
E\ VSLQ�RIIV VHHPV WR EH GULYHQ E\ GLIIHUHQW IDFWRUV WKDQ WKDQ HQWU\ E\ GH QRYR VWDUW�
XSV� )RU H[DPSOH� %ULWWDLQ DQG )UHHPDQ ������ GR QRW ILQG D OLQN EHWZHHQ WKH UDWH
RI VSLQ�RII HQWU\ LQ WKH VHPLFRQGXFWRU LQGXVWU\ DQG WKH RYHUDOO UDWH RI HQWU\� H[LW� RU
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PDUNHW JURZWK LQ VHPLFRQGXFWRUV� ,QVWHDG� .OHSSHU DQG 6OHHSHU ������ WKHRUL]H DQG
ILQG HPSLULFDO VXSSRUW IRU WKH LGHD WKDW VSLQ�RIIV UHVSRQG WR RWKHU W\SHV RI PDUNHW
GHYHORSPHQWV� LQ SDUWLFXODU WKH DYDLODELOLW\ RI XQH[SORLWHG QLFKH PDUNHWV� PXFK
PRUH WKDQ WKH SURVSHFWV IRU QHZ HQWUDQWV LQWR WKH RYHUDOO LQGXVWU\� /ySH] ,WXUULDJD
DQG0DUWtQ &UX] ������ DOVR ILQG WKDW WKH PRVW FRPPRQ UHDVRQ IRU VSLQ�RII FUHDWLRQ
LV WKH DSSURSULDWLRQ RI UHVLGXDO UHQWV�

7KHUH LV DQHFGRWDO HYLGHQFH LQ WKH OLWHUDWXUH WKDW VSLQ�RIIV DUH PRUH FRPPRQ LQ
UHODWLYHO\ QHZ LQGXVWULHV �*DUYLQ� ������ *DUYLQ DUJXHV WKDW WKLV LV GXH WR D OHVVHU
GHJUHH RI NQRZOHGJH FRGLILFDWLRQ LQ \RXQJHU LQGXVWULHV� DQG WKHUHIRUH D UHODWLYHO\
KLJKHU SURSRUWLRQ RI WDFLW NQRZOHGJH� ZKLFK LV WUDQVIHUUHG WKURXJK WKH PRYHPHQW
RI HPSOR\HHV DFURVV RUJDQL]DWLRQV� 7KLV OHDGV WR D UHODWLYHO\ KLJKHU GHJUHH RI VSLQ�
RII WKDQ LQ RWKHU LQGXVWULHV� $OVR� *DUYLQ DUJXHV� \RXQJHU LQGXVWULHV DUH VWLOO LQ D
VWDWH RI IOX[� LQ WKDW LQGXVWULDO GHVLJQV DUH OHVV IL[HG WKDQ LQ PRUH PDWXUH LQGXVWULHV�
7KLV FUHDWHV JUHDWHU RSSRUWXQLWLHV IRU QHZ HQWUDQWV WR FDSWXUH QLFKH PDUNHWV�

7KH GLVN GULYH DQG VHPLFRQGXFWRU LQGXVWULHV KDYH EHHQ FRPSDUDWLYHO\ ZHOO VWXG�
LHG IRU VSLQ�RII IRUPDWLRQ LQ WKH OLWHUDWXUH �$JDUZDO HW DO�� ����� %ULWWDLQ DQG )UHH�
PDQ� ����� )UDQFR DQG )LOVRQ� ������ $ FRPPRQ WUHQG IRXQG LQ ERWK LQGXVWULHV LV
WKDW FRPSDQLHV WKDW ZHUH HDUO\ HQWUDQWV� VSHFLDOL]HG� ZLWK VXSHULRU WHFKQRORJ\ DQG
D ZLGH SURGXFW UDQJH KDYH D KLJKHU UDWH RI VSLQ�RII IRUPDWLRQ WKDQ RWKHU FRPSD�
QLHV LQ WKH LQGXVWU\� 7KLV VXJJHVWV WKDW FRPSDQLHV SRVVHVVLQJ VXSHULRU NQRZOHGJH
DUH PRUH OLNHO\ WR UHVXOW LQ VSLQ�RIIV� DV NQRZOHGJH FDQ EH PRUH HDVLO\ DFFXPX�
ODWHG E\ SRWHQWLDO VSLQ�RII IRXQGHUV LQ WKRVH FRPSDQLHV� $OVR� ILUPV ZLWK D JUHDWHU
WHFKQRORJLFDO RULHQWDWLRQ FDQ VRPHWLPHV EH UHOXFWDQW WR FRPPHUFLDOL]H DOO RI WKHLU
ZRUN� SURYLGLQJ JUHDWHU RSSRUWXQLWLHV IRU VSLQ�RIIV WR FDSWXUH �.OHSSHU DQG 6OHHSHU�
������

6HYHUDO DXWKRUV KDYH ORRNHG DW WKH JHRJUDSKLF GLVWULEXWLRQ RI VSLQ�RIIV� ,Q WKH
FDVH RI WKH ODVHU LQGXVWU\� .OHSSHU DQG 6OHHSHU ������ K\SRWKHVL]H DQG ILQG VXSSRUW
IRU WKH QRWLRQ WKDW VSLQ�RIIV DUH PRUH OLNHO\ ZKHUH WKHUH LV D JHRJUDSKLF FRQFHQ�
WUDWLRQ RI ODVHU SURGXFHUV� $V VSLQ�RII IRXQGLQJ WHDPV FDQ FRPH IURP GLIIHUHQW
FRPSDQLHV� LW LV OLNHO\ HDVLHU WR DVVHPEOH WHDPV LQ VXFK DUHDV� 8VLQJ GDWD IURP WKH
VHPLFRQGXFWRU DQG DXWRPRWLYH LQGXVWU\� .OHSSHU ������ VXJJHVWV WKDW VSLQ�RII FUH�
DWLRQ ZDV RQH RI WKH NH\ IRUFHV LQ WKH IRUPDWLRQ RI WKH 6LOLFRQ 9DOOH\ DQG 'HWURLW
LQGXVWULDO FOXVWHUV� ,Q ERWK FDVHV� DQ HDUO\ HQWUDQW DFKLHYHG H[HPSODU\ SHUIRUPDQFH
�)DLUFKLOG 6HPLFRQGXFWRUV LQ 6LOLFRQ 9DOOH\� 2OGV 0RWRU :RUNV LQ 'HWURLW� DQG
VSDZQHG D ODUJH QXPEHU RI VSLQ�RII FRPSDQLHV� ZKLFK LQ WXUQ ZHQW RQ WR DFKLHYH
VWURQJ SHUIRUPDQFH DQG KLJK OHYHOV RI VSLQ�RII IRUPDWLRQ� $V VSLQ�RIIV GLG QRW YHQ�
WXUH IDU JHRJUDSKLFDOO\� WKHUH ZDV D EXLOG XS RI VXSHULRU SHUIRUPDQFH FRPSDQLHV LQ
HDFK ORFDWLRQ� 'DKO HW DO� ������ GHVFULEH D VLPLODU VSLQ�RII FOXVWHULQJ SURFHVV LQ
WKH ZLUHOHVV WHOHFRPPXQLFDWLRQV LQGXVWU\ LQ 'HQPDUN �1RU&20��
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����� 'HYHORSPHQW SDWKV RI VSLQ�RIIV

3DUKDQNDQJDV DQG $UHQLXV ������ HVWDEOLVK D W\SRORJ\ RI FRUSRUDWH VSLQ�RII EDVHG
RQ WKH HYROXWLRQ RI WKH PRWKHU FRPSDQ\�VSLQ�RII UHODWLRQVKLS DORQJ WKH VSLQ�RIIV¶
GHYHORSPHQW SDWKV� 3DUKDQNDQJDV DQG $UHQLXV LGHQWLI\ WKUHH GLVWLQFW JURXSV RI FRU�
SRUDWH VSLQ�RIIV� ��� VSLQ�RIIV GHYHORSLQJ QHZ WHFKQRORJLHV� ��� VSLQ�RIIV VHUYLQJ
QHZPDUNHWV DQG ��� UHVWUXFWXULQJ VSLQ�RIIV� &RPSDQLHV LQ HDFK RI WKHVH JURXSV GLI�
IHU LQ WKH LQWHQVLW\ RI UHVRXUFH VKDULQJ DQG NQRZOHGJH WUDQVIHU EHWZHHQ WKH PRWKHU
FRPSDQ\ DQG WKH VSLQ�RII� WKH WLPLQJ RI VHSDUDWLRQ DQG WKH RULHQWDWLRQ RI WKHLU VXE�
VHTXHQW SURGXFW GHYHORSPHQW�

6SLQ�RIIV GHYHORSLQJ QHZ WHFKQRORJLHV DUH RULJLQDWH LQ WKH GHYHORSPHQW RI OHDG�
LQJ HGJH WHFKQRORJLHV ZKLFK DUH QHZ WR WKH PDUNHWSODFH DQG ZKLFK DUH RQO\ ORRVHO\
RU QRW DW DOO UHODWHG WR WKH PRWKHU FRPSDQ\¶V WHFKQRORJLHV� 2IWHQ� WKH WHFKQRORJ\
LV VR QHZ WKDW VSLQ�RIIV DFWXDOO\ GHYHORS VFLHQWLILF UHVHDUFK DVVHWV VWLOO IDU IURP
UHDGLQHVV IRU FRPPHUFLDO H[SORLWDWLRQ� 7KH VSLQ�RII IRXQGLQJ WHDP¶V RULJLQDO JRDO
LV LQ PRVW FDVHV WR LGHQWLI\ QHZ EXVLQHVV RSSRUWXQLWLHV IRU WKH PRWKHU FRPSDQ\�
DQG WKHUHIRUH EXVLQHVV LGHDV XVXDOO\ RULJLQDWH RXWVLGH WKH PRWKHU FRPSDQ\� ZLWK
OLWWOH UHVRXUFH VKDULQJ DQG WHFKQRORJLFDO FRPSHWHQFLHV RIWHQ RULJLQDWLQJ LQ FROODE�
RUDWLRQV ZLWK XQLYHUVLWLHV� 7KH WULJJHULQJ IDFWRU IRU VSLQ�RII IRUPDWLRQ LQ WKLV FDW�
HJRU\ RI VSLQ�RIIV LV XVXDOO\ D UHVWUXFWXULQJ DW WKH PRWKHU FRPSDQ\� ZLWK WKH VSLQ�
RII¶V SURMHFW EHLQJ DEDQGRQHG GXH WR WKH XQFHUWDLQW\ DERXW LWV FRPPHUFLDO YLDELO�
LW\� 0RWKHU FRPSDQLHV PD\ WDNH DQ HTXLW\ VWDNH LQ WKH QHZ YHQWXUH DV DQ RSWLRQ
LQ LWV GHYHORSPHQW� ,I WKH VSLQ�RII LV VXFFHVVIXO LQ EURDGHQLQJ LWV FDSLWDO EDVH DQG
EULQJLQJ SURGXFWV WR PDUNHW� WKLV VXFFHVV PD\ DWWUDFW WKH PRWKHU FRPSDQ\¶V DWWHQ�
WLRQ DQG VSDUN DQ LQFUHDVH LQ FROODERUDWLRQ DQG UHVRXUFH�VKDULQJ� ,Q PRVW FDVHV�
3DUKDQNDQJDV DQG $UHQLXV UHSRUW WKDW VSLQ�RIIV WHQGHG WR LQWHJUDWH EDFN LQWR WKH
PRWKHU FRPSDQ\� E\ IRFXVLQJ WKHLU SRVW�VSLQ�RII SURGXFW GHYHORSPHQW HIIRUWV WR
VXLW WKH PRWKHU FRPSDQ\¶V QHHGV DQG LQ VRPH FDVHV WKH PRWKHU FRPSDQ\ HYHQ UHDF�
TXLUHG WKH VSLQ�RII HQWLUHO\�

6SLQ�RIIV VHUYLQJ QHZ PDUNHWV DUH ODUJHO\ EDVHG RQ WKH VDPH WHFKQRORJ\ DV WKHLU
PRWKHU FRPSDQLHV� EXW FDWHU WR GLIIHUHQW PDUNHWV E\ RIIHULQJ VSHFLDOL]HG SURGXFW
DSSOLFDWLRQV WKDW PDWFK VSHFLILF FRQVXPHU QHHGV� 7KH VSLQ�RII IRXQGLQJ WHDP¶V
LV JHQHUDOO\ WR VXSSRUW WKH PRWKHU FRPSDQ\¶V FRUH EXVLQHVV E\ GHYHORSLQJ QHZ
DSSOLFDWLRQV WKDW DUH QRW \HW DYDLODEOH LQ WKH PDUNHW� WKXV JLYLQJ LW D FRPSHWLWLYH
DGYDQWDJH� RU WR H[SORLW WKH H[LVWLQJ WHFKQRORJ\ WR WKH IXOOHVW H[WHQW SRVVLEOH� 7R
WKLV HQG� WKH IXWXUH VSLQ�RII LV JHQHUDOO\ JUDQWHG DFFHVV WR WKH PRWKHU FRPSDQ\¶V
UHVHDUFK IDFLOLWLHV DQG HQJDJHV LQ VLJQLILFDQW UHVRXUFH H[FKDQJH ZLWK WKH PRWKHU
FRPSDQ\� 7KH WULJJHULQJ IDFWRU IRU VSLQ�RII IRUPDWLRQ LQ WKLV FDVH LV WKH LQFUHDVLQJ
DYDLODELOLW\ LQ WKH PDUNHW RI WKH W\SH RI DSSOLFDWLRQV GHYHORSHG E\ WKH VSLQ�RII�
ZKLFK PDNHV LW OHVV FULWLFDO IRU WKH PRWKHU FRPSDQ\� $V WKH PRWKHU FRPSDQ\ LV
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OHVV ZLOOLQJ WR VXSSRUW WR VSLQ�RII� WKH VSLQ�RII LQFUHDVLQJO\ QHHGV WR EURDGHQ LWV
FXVWRPHU EDVH� EH LW E\ VWDUWLQJ WR VHOO WR FRPSHWLWRUV RI WKH PRWKHU FRPSDQ\� RU
E\ GHYHORSLQJ QHZ SURGXFW DSSOLFDWLRQV FDWHULQJ WR GLIIHUHQW PDUNHW QLFKHV WKDQ
WKRVH WDUJHWHG E\ WKH PRWKHU FRPSDQ\� 0RWKHU FRPSDQLHV IUHTXHQWO\ WDNH D SDUWLDO
RZQHUVKLS VWDNH LQ WKH QHZ YHQWXUHV� RXW RI GHVLUH WR SDUWLFLSDWH LQ LWV VXFFHVV RU WR
DWWUDFW RWKHU LQYHVWRUV E\ VKDULQJ SDUW RI WKH ULVN� &RQWUDU\ WR WKH GHYHORSPHQW SDWK
IROORZHG E\ WKH FDWHJRU\ RI VSLQ�RIIV GHVFULEHG LQ WKH SUHYLRXV SDUDJUDSK� WKRVH
VHUYLQJ QHZ PDUNHWV GR QRW XVXDOO\ LQWHJUDWH EDFN LQWR WKHLU PRWKHU FRPSDQLHV�
,QVWHDG� WKH\ XVXDOO\ HQJDJH LQ OHVV DQG OHVV UHVRXUFH H[FKDQJH ZLWK WKHLU PRWKHU
FRPSDQLHV DQG FRPSOHWHO\ EUDQFK RXW LQWR VHUYLQJ GLIIHUHQW FXVWRPHU EDVHV�

7KH ODVW FDWHJRU\ RI VSLQ�RIIV LGHQWLILHG E\ 3DUKDQNDQJDV DQG $UHQLXV DUH FDOOHG
UHVWUXFWXULQJ VSLQ�RIIV� 7KHVH VSLQ�RII ILUPV ILQG WKHLU RULJLQ LQ WKH UHVWUXFWXULQJ
RI IRUPHU FRUH EXVLQHVV DFWLYLWLHV RI WKHLU PRWKHU FRPSDQLHV� $V ROG DQG ZHOO HV�
WDEOLVKHG EXVLQHVV XQLWV RI WKHLU PRWKHU FRPSDQLHV� WKHVH VSLQ�RIIV W\SLFDOO\ UHO\
RQ PDWXUH WHFKQRORJLHV DQG FRPSHWHQFLHV ZKLFK ZHUH RQFH KLJKO\ UHOHYDQW WR WKH
FRUH EXVLQHVV RI WKH PRWKHU FRPSDQ\� +RZHYHU� DV WKH PRWKHU FRPSDQ\¶V OLQH
RI DFWLYLW\ HYROYHG ZLWK WLPH� WKHVH EXVLQHVV XQLWV EHFDPH SURJUHVVLYHO\ OHVV UHO�
HYDQW� ZLWK OHVV DQG OHVV LQWHUDFWLRQ ZLWK WKH UHVW RI WKH PRWKHU FRPSDQ\ XQWLO WKH
SRLQW ZKHUH WKH VSLQ�RII SURFHVV ZDV DFWXDOO\ WULJJHUHG� $V PDWXUH YHQWXUHV ZLWK
VWHDG\ FDVK IORZV� JRRG SURILWDELOLW\ DQG VWDEOH SURFHGXUHV LQ SODFH� WKHVH VSLQ�RIIV
H[KLELW D KLJK OHYHO RI DXWRQRP\ IURP WKH VWDUW� VR PXFK VR LQ IDFW WKDW KDUGO\ DQ\�
WKLQJ FKDQJHV IRU WKHP DIWHU WKH VSLQ�RII LQ WHUPV RI UHVRXUFH VKDULQJ DQG LQWHUDFWLRQ
ZLWK WKH PRWKHU FRPSDQ\� ZKLFK UHPDLQV ORZ ERWK EHIRUH DQG DIWHU WKH VHSDUDWLRQ�

7KH ILQGLQJV RI 3DUKDQNDQJDV DQG $UHQLXV ������ SDUWO\ RYHUODS ZLWK WKRVH RI
$XWLR ������� ZKR ORRNV DW WKH GHYHORSPHQW SDWKV IROORZHG E\ QHZ WHFKQRORJ\
EDVHG ILUPV DQG XQLYHUVLW\ VSLQ�RIIV� E\ GLIIHUHQWLDWLQJ WKHLU WHFKQRORJLFDO RULHQWD�
WLRQ� $XWLR HVWDEOLVKHV D FODVVLILFDWLRQ EDVHG RQ WKHLU VFLHQFH�EDVHG RU HQJLQHHULQJ�
EDVHG RULHQWDWLRQ DQG ILQGV WKDW WKH ZD\ LQ ZKLFK QHZ WHFKQRORJ\�EDVHG ILUPV HP�
EHG WKHPVHOYHV LQ WKHLU UHVSHFWLYH LQQRYDWLRQ V\VWHPV YDULHV DV D UHVXOW RI WKLV RUL�
HQWDWLRQ�

6FLHQFH�EDVHG ILUPV RIIHU SURGXFWV RU VHUYLFHV WKDW DUH JHQHUDOO\ GHILQHG RQ WKH
EDVH RI D QDWXUDO SKHQRPHQRQ� DQG DUH UDWKHU JHQHULF LQ QDWXUH� 7KHLU EXVLQHVV
GHVFULSWLRQ JLYHV WKH LPSUHVVLRQ RI D ³SXVK´ WHFKQRORJ\ WUDQVIHU PRGH� 6FLHQFH�
EDVHG ILUPV DUH FRQFHSWXDOO\ FORVH WR WKH ILUVW FDWHJRU\ RI VSLQ�RIIV LGHQWLILHG E\
3DUKDQNDQJDV DQG $UHQLXV ������� LQ WKDW WKH\ GHYHORS QHZ WHFKQRORJ\� RIWHQ VWLOO
DW YHU\ HDUO\ DQG JHQHULF VWDJHV RI GHYHORSPHQW� 6LPLODUO\ WR 3DUKDQNDQJDV DQG
$UHQLXV� $XWLR ILQGV WKDW VFLHQFH�EDVHG ILUPV DUH PRUH SURQH WR PDLQWDLQ DFWLYH
FROODERUDWLRQ DQG UHVRXUFH H[FKDQJH ZLWK DFDGHPLF PRWKHU RUJDQL]DWLRQV� $OVR�
ORRNLQJ DW WKH FRPSDQLHV¶ H[WHUQDO OLQNDJHV� $XWLR ILQGV WKDW VFLHQFH�EDVHG ILUPV
WHQG WR KDYH D VWURQJ OLQNV WR WKHLU FXVWRPHUV¶ GHYHORSPHQW IXQFWLRQV� IRU H[DPSOH
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RIWHQ DFWLQJ DV H[WHUQDO 5	' SURYLGHUV�
(QJLQHHULQJ�EDVHG ILUPV RQ WKH RWKHU KDQG RIIHU SURGXFWV DQG VHUYLFHV ZKLFK

DUH PRUH VSHFLILF LQ QDWXUH� GHILQHG LQ WHUPV RI FXVWRPHU QHHGV DQG ORFDWLRQ� DQG
JHQHUDOO\ KDYH D EXVLQHVV GHVFULSWLRQ ZKLFK JLYHV WKH LPSUHVVLRQ RI D ³SXOO´ WHFK�
QRORJ\ WUDQVIHU PRGH� 7KHVH ILUPV DUH FRQFHSWXDOO\ FORVH WR WKH VHFRQG FDWHJRU\
RI VSLQ�RIIV LGHQWLILHG E\ 3DUKDQNDQJDV DQG $UHQLXV ������� LQ WKDW WKH\ IRFXV RQ
DSSOLFDWLRQ DQG UHILQHPHQW RI H[LVWLQJ WHFKQRORJLHV� (QJLQHHULQJ�EDVHG ILUPV KDYH
ORZHU LQWHUDFWLRQ ZLWK WKHLU PRWKHU RUJDQL]DWLRQV� DQG DUH PRUH VWURQJO\ IRFXVHG
RQ H[WHUQDO FXVWRPHUV� RIWHQ OLQNHG WR WKHLU FXVWRPHUV¶ UHSOLFDWLRQ�LQWHQVLYH IXQF�
WLRQV� IRU H[DPSOH VHHNLQJ WR LQFUHDVH WKHLU SURGXFWLYLW\ WKURXJK UHILQHPHQWV RI
EDVLF WHFKQRORJLHV�

:KDWHYHU WKHLU WHFKQRORJLFDO RULHQWDWLRQ� $XWLR ������ VXJJHVWV WKDW QHZ� WHFK�
QRORJ\ EDVHG ILUPV FDQ EH VHHQ DV XQLTXH EXQGOHV RI WHFKQRORJLFDO UHVRXUFHV ZLWKLQ
WKHLU LQQRYDWLRQ V\VWHPV� 7KHLU JRDO LV QRW QHFHVVDULO\ WR DFKLHYH RUJDQLF JURZWK�
EXW LQVWHDG WR PDLQWDLQ WHFKQRORJLFDO OHDGHUVKLS� $Q LOOXVWUDWLRQ RI WKLV FDQ EH VHHQ
LQ WKH GHYHORSPHQW SDWK RI WKH ILUVW FDWHJRU\ RI VSLQ�RIIV GHVFULEHG E\ 3DUKDQNDQ�
JDV DQG $UHQLXV ������� ZKLFK IRUHJR SRWHQWLDOO\ EURDGHU FXVWRPHU EDVHV IRU WKH
FRPIRUW RI LQWHJUDWLQJ EDFN LQWR WKHLU PRWKHU FRPSDQLHV DQG WKH JXDUDQWHH RI EH�
LQJ DEOH WR GHYHORS WKHLU WHFKQRORJ\� 7KLV VXJJHVWLRQ LV LQ OLQH ZLWK WKH ILQGLQJ
E\ 5REHUWV DQG +DXSWPDQ ������ WKDW WHFKQRORJLFDO VRSKLVWLFDWLRQ RI D VSLQ�RII¶V
SURGXFWV GRHV QRW QHFHVVDULO\ UHVXOW LQ KLJK HFRQRPLF SHUIRUPDQFH�

����� (FRQRPLF EHQHILWV RI VSLQ�RIIV

7KHUH LV D JURZLQJ ERG\ RI HYLGHQFH LQ WKH OLWHUDWXUH WKDW VSLQ�RIIV WHQG WR KDYH EHW�
WHU SHUIRUPDQFH DQG ORZHU IDLOXUH UDWHV WKDQ GH QRYR VWDUW�XSV �7XENH HW DO�� ������
)XUWKHUPRUH� WKHUH LV HYLGHQFH WKDW WKH SHUIRUPDQFH OHYHO RI PRWKHU FRPSDQLHV KDV
D SRVLWLYH HIIHFW RQ WKH SHUIRUPDQFH RI WKHLU VSLQ�RIIV� 7KLV HYLGHQFH LQGLFDWHV WKDW
VSLQ�RII ILUPV SXW LQWR SUDFWLFH NQRZOHGJH DQG URXWLQHV LQKHULWHG IURPPRWKHU FRP�
SDQLHV �$JDUZDO HW DO�� ����� &DQWQHU HW DO�� ����� 'DKO HW DO�� ����� .OHSSHU� �����
:HQWLQJ� ������

6SLQ�RIIV H[SORLW NQRZOHGJH WKHLU IRXQGHUV DFTXLUH GXULQJ WKH FRXUVH RI WKHLU
HPSOR\PHQW DW WKH PRWKHU FRPSDQ\ �.OHSSHU DQG 6OHHSHU� ������ 7KH NQRZOHGJH
WKDW VSLQ�RIIV LQKHULW WKURXJK WKHLU IRXQGHUV LV RIWHQ RI D WDFLW QDWXUH� DQG WKHUH�
IRUH GLIILFXOW WR LPLWDWH E\ FRPSHWLWRUV �7HHFH HW DO�� ������ .QRZOHGJH WUDQVIHUUHG
WKURXJK WKH VSLQ�RII IRXQGHUV GXULQJ WKH FUHDWLRQ RI WKH VSLQ�RII LV D NH\ FRQWULE�
XWRU WR WKH VSLQ�RII¶V WHFKQRORJLFDO VRSKLVWLFDWLRQ �5REHUWV DQG +DXSWPDQ� ������
7KLV NQRZOHGJH DOORZV VSLQ�RIIV WR RYHUFRPH SDUW RI WKH OLDELOLW\ RI QHZQHVV WKDW
VWDUW�XSV DUH IDFHG ZLWK LQ WKHLU LQLWLDO VWDJHV �6WLQFKFRPEH� ������ (YHQ LI WKH
WUDQVIHU RI NQRZOHGJH IURP WKH PRWKHU FRPSDQ\ WR WKH VSLQ�RII LV LPSHUIHFW� WKH
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VSLQ�RII VWLOO KDV DQ DGYDQWDJH RYHU GH QRYR VWDUW�XSV RI VRPH LQLWLDO H[SHULHQFH RI
KRZ WR RSHUDWH LQ LWV LQGXVWU\ �.OHSSHU� ������ )UHHVHU DQG :LOODUG ������ SRLQW
RXW WKDW SUHYLRXVO\ DFTXLUHG NQRZOHGJH LV SDUWLFXODUO\ LPSRUWDQW LQ KLJK WHFK ILHOGV�
EHFDXVH WKH UDWH RI WHFKQRORJLFDO FKDQJH LV SUHVXPDEO\ WRR TXLFN IRU ZRXOG�EH HQ�
WUHSUHQHXUV WR OHDUQ WKH VNLOOV EHIRUH HQWHULQJ WKH LQGXVWU\� DQG WKH\ PXVW WKHUHIRUH
SRVVHVV WKHP D SULRUL� 7KLV NQRZOHGJH LV ODUJHO\ DFTXLUHG E\ HQWUHSUHQHXUV LQ WKH
FRXUVH RI WKHLU HPSOR\PHQW DW PRWKHU FRPSDQLHV� DQG WKHUH LV HYLGHQFH WKDW VSLQ�
RIIV SXUVXLQJ EXVLQHVV PRGHOV WKDW DUH UHODWHG WR WKDW RI WKHLU PRWKHU FRPSDQLHV¶
LQ WHUPV RI WHFKQRORJ\ DQG WDUJHW PDUNHW KDYH KLJKHU VXUYLYDO UDWHV WKDQ XQUHODWHG
VSLQ�RIIV �&RRSHU DQG %UXQR� ������ %\ H[SORLWLQJ WKH NQRZOHGJH WKXV LQKHULWHG
IURP LWV PRWKHU FRPSDQ\� D VSLQ�RII LV FDSDEOH RI SURGXFLQJ PRUH HIILFLHQWO\ WKDQ
GH QRYR VWDUW�XSV� 7KLV DOORZV VSLQ�RIIV WR FDSWXUH RSSRUWXQLWLHV LQ QLFKH PDUNHWV
WKDW ZRXOG EH WRR VPDOO WR EH SURILWDEO\ H[SORLWHG E\ HLWKHU GH QRYR VWDUW�XSV RU E\
ODUJHU LQFXPEHQW ILUPV ZLWK KLJKHU FRVW EDVHV� 7KH UHODWLRQVKLS EHWZHHQ LQKHULWHG
NQRZOHGJH DQG SHUIRUPDQFH LV QRW VWUDLJKWIRUZDUG� KRZHYHU� 6DSLHQ]D HW DO� ������
ILQG WKDW SDUWLDO NQRZOHGJH RYHUODS EHWZHHQ WKH PRWKHU FRPSDQ\ DQG LWV VSLQ�RII
OHDGV WR VWURQJHU VSLQ�RII JURZWK� ZKHUHDV WRR OLWWOH RU WRR KLJK NQRZOHGJH RYHUODS
OHDGV WR OHVV JURZWK�

:KLOH VHYHUDO DXWKRUV KDYH VWXGLHG WKH XWLOL]DWLRQ E\ VSLQ�RII ILUPV RI NQRZO�
HGJH DQG UHVRXUFHV DFTXLUHG IURP WKHLU PRWKHU FRPSDQLHV� WKH OLQNV RI WKH VSLQ�
RII OLWHUDWXUH ZLWK WKH UHVHDUFK RQ VRFLDO FDSLWDO KDYH UHFHLYHG OHVV DWWHQWLRQ VR IDU�
6HGDLWLV ������ FRPSDUHV WKH IRUPDWLRQ RI DOOLDQFHV E\ QHZO\�IRUPHG VSLQ�RIIV DQG
GH QRYR VWDUW�XSV LQ WKH FRQWH[W RI WKH FUHDWLRQ RI FRPPRGLW\ H[FKDQJHV LQ WKH HDUO\
\HDUV RI SRVW�6RYLHW PDUNHW UHIRUP� 7KH H[FKDQJHV GHVFULEHG E\ 6HGDLWLV DUH HLWKHU
IRXQGHG E\ IRUPHU HPSOR\HHV RI 6WDWH�UXQ GLVWULEXWLRQ RUJDQL]DWLRQV� LQ ZKLFK FDVH
WKH\ DUH FRQVLGHUHG DV VSLQ�RIIV� RU E\ HQWUHSUHQHXUV IURP GLIIHUHQW EDFNJURXQGV
VHHNLQJ WR H[SORLW WKH RSSRUWXQLW\ FUHDWHG E\ PDUNHW OLEHUDOL]DWLRQ� LQ ZKLFK FDVH
WKH QHZ YHQWXUHV DUH ODEHOHG DV GH QRYR VWDUW�XSV� 6HGDLWLV ILUVWO\ FRPSDUHV WKH
IRXQGLQJ WHDPV RI VSLQ�RIIV DQG GH QRYR VWDUW�XSV� ILQGLQJ WKDW VSLQ�RII IRXQGHUV
KDYH JUHDWHU KRPRJHQHLW\ LQ WKHLU SURIHVVLRQDO DQG HGXFDWLRQDO EDFNJURXQGV� DV
WKH\ SUHGRPLQDQWO\ FRPH IURP WKH VDPH RU UHODWHG IRUPHU 6WDWH�UXQ RUJDQL]DWLRQV
LQ WKH GLVWULEXWLRQ LQGXVWU\� )RXQGHUV RI GH QRYR VWDUW�XSV KDYH D PRUH PL[HG EDFN�
JURXQG� ERWK LQ WHUPV RI IRUPHU HPSOR\PHQW DQG LQ WHUPV RI HGXFDWLRQ� 6HGDLWLV
DUJXHV WKDW VSLQRII IRXQGHUV¶ JUHDWHU KRPRJHQHLW\ OHDGV WR VKDUHG FRGHV RI EHKDY�
LRUV� SURIHVVLRQDO SUDFWLFHV DQG QRUPV� 7KH QRUPDWLYH LVRPRUSKLVP WKDW IROORZV
IURP WKLV FRPPRQ EDFNJURXQG OHDGV WR D VKDUHG YLVLRQ DQG YRFDEXODU\ DERXW KRZ
WKH QHZ EXVLQHVV VKRXOG EH UXQ� UHVXOWLQJ LQ VSLQ�RIIV KDYLQJ D VPRRWK DQG RU�
GHUO\ IRXQGLQJ SURFHVV� ZLWK FOHDU KLHUDUFK\ DQG GHOHJDWLRQ RI UHVSRQVLELOLWLHV� %\
FRQWUDVW� GH QRYR VWDUW�XSV H[SHULHQFHG RIWHQ FKDRWLF DQG FRQIOLFWXDO IRXQGLQJ SUR�
FHVVHV� ZLWK IRXQGLQJ WHDPV WKDW GLG QRW NQRZ HDFK RWKHU ZHOO� OHDGLQJ WR GLIILFXO�
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WLHV LQ WKH HPHUJHQFH RI D VKDUHG YLVLRQ DQG RUJDQL]DWLRQDO URXWLQHV� $VLGH IURP
JUHDWHU LQWHUQDO QHWZRUN GHQVLW\ �L�H� PRVW IRXQGHUV JHQHUDOO\ NQHZ HDFK RWKHU IRU
VHYHUDO \HDUV�� VSLQ�RII WHDPV DOVR KDG JUHDWHU H[WHUQDO QHWZRUN KRPRJHQHLW\� D
FRQVHTXHQFH RI WKH VWURQJ WLH PHFKDQLVP �*UDQRYHWWHU� ������ 6SLQ�RII IRXQGHUV
DOVR KDG VWURQJ WLHV WR D QXPEHU RI NH\ SOD\HUV LQ UHOHYDQW SRVLWLRQV LQ WKH LQGXVWU\�
IURP WKHLU SUHYLRXV HPSOR\PHQW� )RU WKH VSLQ�RIIV� WKLV PHDQW WKDW WKHLU IRXQGHUV¶
VRFLDO FDSLWDO ZDV LPPHGLDWHO\ UHOHYDQW DQG FRXOG YHU\ TXLFNO\ EH OHYHUDJHG WR
REWDLQ QHFHVVDU\ UHVRXUFHV WR EHJLQ WKH RSHUDWLRQ� 6SLQ�RII IRXQGHUV¶ H[SHULHQFH
DQG UHSXWDWLRQ LQ WKH LQGXVWU\ DOVR PHDQW WKDW VSLQ�RIIV ZHUH LQ D JRRG SRVLWLRQ WR
DWWUDFW WKH EHVW SRWHQWLDO PHPEHUV WR WKHLU QHZO\�IRXQGHG H[FKDQJHV� ,Q VRFLDO FDS�
LWDO WHUPV� VSLQ�RIIV EHQHILWHG IURP WKHLU VWURQJ QHWZRUN RI LQWHU�ILUP WLHV DQG ZHUH
DEOH WR GUDZ RQ UHVRXUFHV� LQIRUPDWLRQ DQG WUXVW RI SRWHQWLDO SDUWQHUV �*UDQRYHWWHU�
����� 8]]L� ������ %XW WKLV QHWZRUN FRQILJXUDWLRQ� 6HGDLWLV ZULWHV� SURYHG WR EH D
GRXEOH�HGJHG VZRUG� :KHUHDV VSLQ�RIIV JHQHUDOO\ H[SHULHQFHG DQ HDVLHU IRXQGLQJ
SURFHVV DQG LQLWLDO UHVRXUFH DQG SDWURQDJH DFTXLVLWLRQ� GH QRYR VWDUW�XSV DFKLHYHG
JUHDWHU SHUIRUPDQFH D IHZ \HDUV LQWR RSHUDWLRQ� ZLWK JUHDWHU GLYHUVLW\ RI H[FKDQJH
PHPEHUVKLS DQG WUDGHG JRRGV� DQG D JUHDWHU RYHUDOO YROXPH RI H[FKDQJH WUDQV�
DFWLRQV� 6HGDLWLV VXJJHVWV WZR UHDVRQV IRU WKLV� )LUVW� WKDW GH QRYR VWDUW�XSV KDG
JUHDWHU QHWZRUN KHWHURJHQHLW\� ZKLFK PD\ KDYH EHHQ D GLVDGYDQWDJH LQ WKH LQLWLDO
UHVRXUFH DFTXLVLWLRQ SKDVH� EXW ZKLFK KDG WKH DGYDQWDJH RI OHVV QHWZRUN WLH UHGXQ�
GDQF\ DQG WKHUHIRUH DFFHVV WR D JUHDWHU YDULHW\ RI SRWHQWLDO SDUWQHUV� LQ RWKHU ZRUGV�
KLJKHU SUREDELOLW\ RI VWUXFWXUDO KROHV �%XUW� ����D�� 6HFRQG� WKDW EHFDXVH RI WKHLU
ODFN RI HPEHGGHGQHVV LQ WKH µROG V\VWHP¶� GH QRYR VWDUW�XSV KDG JUHDWHU DSSHDO WR
SRWHQWLDO SDUWQHUV ZKR SUHFLVHO\ ZDQWHG JUHDWHU IOH[LELOLW\ DQG WR EUHDN DZD\ IURP
WKH ROG 6WDWH�UXQ VWUXFWXUHV� 7KH KLVWRULFDO DQG SROLWLFDO FRQWH[W LQ ZKLFK 6HGDLWLV¶V
VSLQ�RIIV RSHUDWHG LV TXLWH XQLTXH� DQG WKHUHIRUH ZH EHOLHYH WKDW WKH ILQGLQJV RQ WKH
UHODWLYH SHUIRUPDQFH RI VSLQ�RIIV DQG GH QRYR VWDUW�XSV FDQQRW EH QHFHVVDULO\ JHQHU�
DOL]HG� +RZHYHU� 6HGDLWLV EULQJV HYLGHQFH VKRZLQJ WKDW QHZ YHQWXUHV¶ OLQHDJH KDV
DQ LPSDFW RQ WKHLU LQLWLDO QHWZRUN FRQILJXUDWLRQ� ZKLFK LQ WXUQ DIIHFWV WKHLU DFFHVV
WR UHVRXUFHV� LQLWLDO FOLHQW EDVH DQG HYHQWXDO SHUIRUPDQFH� 6SLQ�RIIV¶ VRFLDO FDSLWDO
DSSHDUV WR EH PRUH LPPHGLDWHO\ UHOHYDQW DQG XVDEOH WR WKHLU LQGXVWU\� ZKLFK WKH SR�
WHQWLDO GUDZEDFN RI H[FHVVLYH QHWZRUN KRPRJHQHLW\ ZKLFK FRXOG OHDG WR VSLQ�RIIV
LVRODWLQJ WKHPVHOYHV IURP FRQWDFWV RXWVLGH WKHLU LQLWLDO QHWZRUN�

:H KDYH FRQFHQWUDWHG VR IDU RQ WKH HFRQRPLF EHQHILWV DFFUXLQJ WR VSLQ�RIIV� :H
FRXOG LPDJLQH WKDW WKHVH HFRQRPLF EHQHILWV ZRXOG WUDQVODWH LQWR GLVDGYDQWDJHV IRU
WKH PRWKHU FRPSDQLHV� ,QGHHG� VSLQ�RIIV DUH VRPHWLPHV FKDUDFWHUL]HG DV SURILWLQJ
IURP WKH HIIRUWV DQG UHVHDUFK RI WKHLU PRWKHU FRPSDQLHV �$QWRQ DQG <DR� ������
6RPH HPSOR\HUV JR WR JUHDW OHQJWKV WR GLVFRXUDJH WKH IRUPDWLRQ RI VSLQ�RIIV E\ WKHLU
HPSOR\HHV �-DFNVRQ� ����� SS� ��������� 3HUKDSV FRXQWHULQWXLWLYHO\� 0F.HQGULFN
HW DO� ������ ILQG WKDW VSLQ�RII IRUPDWLRQ QRW RQO\ GRHV QRW KXUW PRWKHU FRPSDQLHV
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LQ WKH ORQJ WHUP� EXW WKDW LQ IDFW PRWKHU FRPSDQLHV RI WHFKQRORJLFDOO\ VRSKLVWLFDWHG
DQG VXFFHVVIXO VSLQ�RIIV WHQG WR RXWSHUIRUP FRPSDQLHV WKDW KDG QR VSLQ�RIIV� 0F.�
HQGULFN HW DO� GR ILQG VRPH HYLGHQFH VXSSRUWLQJ WKH FRQYHQWLRQDO ZLVGRP WKDW WKH
ORVV RI NH\ VWDII DQG VXEVHTXHQW GLVUXSWLRQ LQ URXWLQHV FDQ KXUW PRWKHU FRPSDQLHV
LQ WKH VKRUW WHUP� +RZHYHU� WKH\ VXJJHVW WKDW VSLQ�RIIV FDQ WULJJHU D WHFKQRORJLFDO
UHDOLJQPHQW IRU WKH PRWKHU FRPSDQ\� KHOSLQJ LW DYRLG REVROHVFHQFH� )XUWKHUPRUH�
WKH\ ILQG WKDW D VXFFHVVIXO VSLQ�RII KDV D SRVLWLYH HIIHFW RQ WKH PRWKHU FRPSDQ\¶V
UHSXWDWLRQ LQ WKH ODERU PDUNHW DV DQ HQWUHSUHQHXULDO DQG GHVLUDEOH HPSOR\HU� 6SLQ�
RIIV W\SLFDOO\ GR QRW SRVH D VHULRXV FRPSHWLWLYH WKUHDW WR WKHLU RZQ PRWKHU FRPSD�
QLHV� $OWKRXJK WKH\ IUHTXHQWO\ VHUYLFH QDUURZ QLFKHV WKDW RYHUODS ZLWK WKHLU PRWKHU
FRPSDQLHV¶ PDUNHWV� WKH\ DUH JHQHUDOO\ WRR VPDOO WR SRVH D VHULRXV WKUHDW DQG WHQG
WR GLYHUVLI\ RYHU WLPH LQWR RWKHU PDUNHWV� $OVR� VSLQ�RIIV WHQG WR SXUVXH WHFKQRORJL�
FDO RSSRUWXQLWLHV WKDW WKHLU PRWKHU FRPSDQLHV ZRXOG KDYH EHHQ DEOH WR SXUVXH� EXW
FKRVH QRW WR� ,Q VR GRLQJ� VSLQ�RIIV FDQ KDYH D SRVLWLYH HIIHFW RQ WKHLU LQGXVWU\¶V
GLYHUVLW\ DQG UDWH RI WHFKQRORJLFDO FKDQJH �.OHSSHU DQG 6OHHSHU� ������ 0RUHRYHU�
E\ GLIIXVLQJ SDUW RI WKH PRWKHU FRPSDQ\¶V WHFKQRORJ\� VSLQ�RIIV FDQ FRQWULEXWH WR
WKH DGRSWLRQ RI WKH PRWKHU FRPSDQ\¶V WHFKQRORJLFDO VWDQGDUGV E\ WKH ZLGHU LQGXV�
WU\ DQG WR VKDSLQJ WR WHFKQRORJLFDO SDUDGLJP LQ ZD\V WKDW LI H[SORLWHG FRUUHFWO\
FDQ HYHQWXDOO\ OHDG WR WKH JHQHUDWLRQ RI ORQJHU WHUP UHQWV IRU WKH PRWKHU FRPSDQ\
�%RLVRW� ����� 'HEDFNHUH HW DO�� ������
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,Q WKLV FKDSWHU ZH SUHVHQW WKH WKHRUHWLFDO SURSRVLWLRQV WKDW ZLOO EH WHVWHG LQ WKH
HPSLULFDO SDUW RI WKH GLVVHUWDWLRQ� :H SUHVHQW ILUVW DQ RYHUYLHZ RI WKH WKHRUHWLFDO
PRGHO� WKHQ GLVFXVV WKH LQGLYLGXDO K\SRWKHVHV LQ GHWDLO�

��� 0RGHO

,Q WKLV GLVVHUWDWLRQ� ZH GHYHORS D PRGHO� WKH FRUH RI ZKLFK LV IRUPHG E\ LQKHULWDQFH
RI VRFLDO FDSLWDO DQG UHVRXUFH FR�RSWDWLRQ�

:H DUJXH WKDW VSLQ�RIIV LQKHULW VRFLDO FDSLWDO� ERWK RI WKH VWUXFWXUDO DQG RI WKH UH�
ODWLRQDO VRUW DQG WKDW LQKHULWHG VRFLDO FDSLWDO LQFUHDVHV UHVRXUFH FR�RSWDWLRQ E\ WKH
VSLQ�RII IURP LWV QHWZRUN� ,Q WKH RSHUDWLRQDOL]DWLRQV VHFWLRQV LQ WKH IROORZLQJ FKDS�
WHU� ZH ZLOO GLVWLQJXLVK EHWZHHQ WZR GLPHQVLRQV RI UHVRXUFH FR�RSWDWLRQ� TXDQWLW\
RI UHVRXUFHV FR�RSWHG DQG ³FKHDSQHVV´ RI WKH UHVRXUFHV FR�RSWHG�

6RFLDO FDSLWDO LQKHULWDQFH E\ WKH VSLQ�RII LV SUHGLFWHG WR EH GULYHQ E\ WKH IROORZ�
LQJ YDULDEOHV�

� 0RWKHU FRPSDQ\ VXSSRUW WR WKH VSLQ�RII

� 5HODWHGQHVV EHWZHHQ WKH VSLQ�RII¶V DQG WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV

� 1XPEHU RI \HDUV VSLQ�RII IRXQGHUV ZRUNHG DW WKH PRWKHU FRPSDQ\

� 2ZQHUVKLS VWDNH KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII

,Q DGGLWLRQ� GXH WR WKH DYDLODELOLW\ RI WKH VRFLDO FDSLWDO LQKHULWDQFH PHFKDQLVP� ZH
DUJXH WKDW FRUSRUDWH VSLQ�RIIV ZLOO UHO\ OHVV RQ WKHLU IRXQGHUV¶ H[SHULHQFHV WR GHULYH
WKHLU ILUP�OHYHO VRFLDO FDSLWDO WKDQ GH QRYR VWDUW�XSV� ZKLFK GR QRW KDYH DFFHVV WR
ILUP�OHYHO VRFLDO FDSLWDO LQKHULWDQFH�

7KH VXSSRUW RIIHUHG E\ WKH PRWKHU FRPSDQ\ WR WKH VSLQ�RII LV SUHGLFWHG WR EH
SRVLWLYHO\ LQIOXHQFHG E\ WKH GHJUHH RI UHODWHGQHVV EHWZHHQ LWV DFWLYLWLHV DQG WKRVH
RI WKH VSLQ�RII�

:H SUHGLFW WKDW VSLQ�RIIV GR QRW RQO\ FR�RSW UHVRXUFHV IURP WKH QHWZRUN DW ODUJH�
EXW WKDW WKH PRWKHU FRPSDQ\ FDQ VHUYH DV DQ LPSRUWDQW SURYLGHU RI FR�RSWHG UH�
VRXUFHV� 7KH DPRXQW RI UHVRXUFH FR�RSWDWLRQ WKDW RFFXUV IURP WKH PRWKHU FRPSDQ\
ZLOO EH GULYHQ E\ WKH PRWKHU FRPSDQ\¶V DWWLWXGH �RU VXSSRUW� WRZDUGV WKH VSLQ�RII�
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)LJXUH ���� 7KHRUHWLFDO PRGHO
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)LJXUH ��� GHSLFWV +\SRWKHVHV +� WKURXJK +�� ZKLFK ZH ZLOO EH WHVWLQJ LQ WKH
VHFRQG SDUW RI WKLV GLVVHUWDWLRQ� $UURZV OLQNLQJ WZR ER[HV LQGLFDWH D SRVLWLYH FDXVDO
UHODWLRQ� +\SRWKHVHV �D DQG �E DUH GHSLFWHG VHSDUDWHO\� DV WKH\ LQYROYH WHVWLQJ QRW
RQO\ FRUSRUDWH VSLQ�RIIV EXW DOVR GH QRYR VWDUW�XSV�

��� +\SRWKHVHV

,Q WKLV VHFWLRQ ZH VSHOO RXW DQG MXVWLI\ WKH PDLQ K\SRWKHVHV RI RXU PRGHO� 2XU K\�
SRWKHVHV DUH JURXSHG LQ WZR VHWV� FRUUHVSRQGLQJ WR RXU LQLWLDO UHVHDUFK TXHVWLRQV�
WKH GULYHUV RI WKH LQKHULWDQFH RI VRFLDO FDSLWDO DQG WKH LPSDFW RI VRFLDO FDSLWDO LQ�
KHULWDQFH RQ UHVRXUFH DFTXLVLWLRQ�

����� ,QKHULWDQFH RI VRFLDO FDSLWDO

6WXGLHV RQ VSLQ�RIIV PDNH XS D VPDOO� EXW JURZLQJ� VWUHDP RI OLWHUDWXUH� 6RPH DX�
WKRUV KDYH VWXGLHG WKH SURFHVV RI VSLQ�RII FUHDWLRQ DQG HQYLURQPHQWDO IDFWRUV WKDW
DIIHFW VSLQ�RII FUHDWLRQ DQG VXFFHVV �&ODU\VVH HW DO�� ����� +HLUPDQ DQG &ODU\VVH�
����� 1GRQ]XDX HW DO�� ������ 2WKHUV KDYH IRFXVHG RQ UHVRXUFH WUDQVIHUV DQG UH�
VRXUFH VKDULQJ EHWZHHQ SDUHQW FRPSDQ\ DQG VSLQ�RII �$OGULFK DQG 3IHIIHU� �����
3DUKDQNDQJDV� ������

,Q WKH ODWWHU VWUHDP RI UHVHDUFK� WKH HPSKDVLV KDV JHQHUDOO\ EHHQ SODFHG RQ WKH
WUDQVIHU RI NQRZOHGJH DQG H[SHULHQFH EHWZHHQ SDUHQW FRPSDQ\ DQG VSLQ�RII� 7KH
PDLQPHFKDQLVP RI WUDQVIHU LGHQWLILHG LV WKHPLJUDWLRQ RI VWDII IURP SDUHQW FRPSDQ\
WR VSLQ�RII�

7KHUH KDV ORQJ EHHQ VRPH HYLGHQFH WKDW SUHYLRXV H[SHULHQFH RI FRPSDQ\ IRXQGHUV
PDWWHUV DQG WKDW FRPSDQ\ NQRZ�KRZ PD\ RULJLQDWH LQ ROGHU FRPSDQLHV �6WLQFK�
FRPEH� ������ 6SLQ�RII IRXQGHUV DFW DV D YHKLFOH WKURXJK ZKLFK UHVRXUFHV DQG URX�
WLQHV DUH LQKHULWHG E\ VSLQ�RIIV �$OPHLGD DQG .RJXW� ������ 3HUVRQQHO WUDQVIHUV DO�
ORZ VSLQ�RIIV WR FDSLWDOL]H RQ NQRZOHGJH DQG GLVFRYHULHV PDGH ZKHQ IRXQGHUV ZHUH
HPSOR\HG E\ WKH SDUHQW FRPSDQ\ �%KLGH� ������ $JDUZDO� (FKDPEDGL� )UDQFR� DQG
6DUNDU ������ KDYH DUJXHG WKDW ZKHQ D VSLQ�RII LV JHQHUDWHG� LW LQKHULWV NQRZOHGJH
IURP LWV PRWKHU FRPSDQ\� DQG LQ SDUWLFXODU WHFKQRORJLFDO DQG PDUNHW SLRQHHULQJ
NQRZ�KRZ� .OHSSHU DQG 6OHHSHU ������ QRWH WKDW NQRZOHGJH LQKHULWHG E\ VSLQ�RIIV
IURP SDUHQW FRPSDQLHV KDV D VWURQJ LPSULQWLQJ HIIHFW RQ WKH QDWXUH RI WKH VSLQ�RIIV�

.QRZOHGJH LV PRUH OLNHO\ WR EH HPERGLHG LQ KXPDQ WKDQ SK\VLFDO FDSLWDO� %H�
FDXVH NQRZOHGJH LV DSSURSULDEOH� LW LV HDVLO\ WUDQVIHUUHG EHWZHHQ SDUHQW FRPSDQLHV
DQG VSLQ�RIIV WKURXJK WKHLU IRXQGHUV �.OHSSHU DQG 6OHHSHU� ������

:H DUJXH WKDW LQWHU�RUJDQL]DWLRQDO LQKHULWDQFH LV QRW OLPLWHG WR NQRZOHGJH� 2UJD�
QL]DWLRQDO QRUPV DQG YDOXHV� IRU H[DPSOH� PD\ EH WUDQVIHUUHG IURP RQH RUJDQL]DWLRQ
WR DQRWKHU� 'LPDJJLR DQG 3RZHOO ������� IRU H[DPSOH� VKRZHG WKDW LQWHU�KLULQJ RI
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HPSOR\HHV EHWZHHQ ILUPV UHLQIRUFHV QRUPDWLYH RUJDQL]DWLRQDO LVRPRUSKLVP� 6LPL�
ODUO\� VRFLDO FDSLWDO PD\ DOVR EH DSSURSULDWHG E\ LQGLYLGXDOV DQG XVHG IRU RWKHU SXU�
SRVHV DQG LQ RWKHU FRQWH[WV WKDQ WKRVH IRU ZKLFK LW ZDV FUHDWHG �$GOHU DQG .ZRQ�
����� &ROHPDQ� ����� 3XWQDP� ������

:KHQ VSLQ�RII IRXQGHUV OHDYH WKH SDUHQW FRPSDQ\� WKH\ QDWXUDOO\ GR QRW IRUJHW
WKH QHWZRUN RI FRQWDFWV WKH\ KDG FUHDWHG GXULQJ WKH FRXUVH RI WKHLU SUHYLRXV HP�
SOR\PHQW� 2Q WKH FRQWUDU\� WKRVH FRQWDFWV DUH OLNHO\ WR IRUP D VXEVWDQWLDO SDUW RI
WKH FRQWDFWV WKDW WKH IRXQGHUV EULQJ LQWR WKH QHZ FRPSDQ\� (QWUHSUHQHXUV KDYH EHHQ
VKRZQ WR UHO\ KHDYLO\ RQ WKHLU LQIRUPDO QHWZRUNV RI FRQWDFWV �%LUOH\� ����� 7MRVYROG
DQG :HLFNHU� ����� DQG LW LV UHDVRQDEOH WR DVVXPH WKDW WKDW VSLQ�RII IRXQGHUV ZLOO
QRW EH DQ\ GLIIHUHQW LQ WKLV UHJDUG� 7KLV LQGLYLGXDO�OHYHO VRFLDO FDSLWDO WKDW LV WUDQV�
IHUUHG WKURXJK WKH IRXQGHUV ZLOO VHUYH DV D PDMRU VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO
IRU WKH QHZO\�IRXQGHG VSLQ�RII� &RQVHTXHQWO\� WKH PRUH VSLQ�RII IRXQGHUV RULJL�
QDWH IURP WKH SDUHQW FRPSDQ\� WKH KLJKHU WKH RYHUODS EHWZHHQ WKH VSLQ�RII¶V LQLWLDO
VRFLDO FDSLWDO DQG WKH SDUHQW FRPSDQ\¶V VRFLDO FDSLWDO�

,QGLYLGXDO�OHYHO VRFLDO FDSLWDO LV FUHDWHG DQG DFFXPXODWHG RYHU WLPH� ,W WDNHV
WLPH DQG UHSHDWHG LQWHUDFWLRQV IRU QHWZRUNV RI FRQWDFWV WR EH HVWDEOLVKHG DQG IRU
PXWXDO WUXVW WR HPHUJH� 6SLQ�RII IRXQGHUV WKDW KDYH VSHQW D ORQJ WLPH DW WKH SDUHQW
FRPSDQ\ ZLOO KDYH DFFXPXODWHG PRUH VRFLDO FDSLWDO WKHUH DQG ZLOO WDNH PRUH VRFLDO
FDSLWDO ZLWK WKHP LQWR WKH VSLQ�RII�

7KLV OHDGV XV WR IRUPXODWH RXU ILUVW K\SRWKHVLV DV IROORZV�

+\SRWKHVLV �� 7KHPRUH SHUVRQQHO LV WUDQVIHUUHG EHWZHHQ WKHPRWKHU FRPSDQ\ DQG
WKH VSLQ�RII DW WKH WLPH RI WKH VSLQ�RII¶V IRXQGLQJ� DQG WKH ORQJHU WKLV SHU�
VRQQHO KDV ZRUNHG DW WKH PRWKHU FRPSDQ\� WKH KLJKHU WKH LQKHULWDQFH RI
ILUP�OHYHO VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV PRWKHU FRPSDQ\�

$QRWKHU LPSRUWDQW HOHPHQW WKDW ZLOO GHWHUPLQH WKH DPRXQW RI VRFLDO FDSLWDO WKDW FDQ
EH LQKHULWHG E\ WKH VSLQ�RII LV WKH UHODWHGQHVV EHWZHHQ LWV DFWLYLWLHV DQG WKRVH RI WKH
PRWKHU FRPSDQ\�

$V GLVFXVVHG LQ WKH SUHYLRXV FKDSWHU� VRFLDO FDSLWDO LV ULJLG �&ROHPDQ� ������ ,W
LV GLIILFXOW DQG FRVWO\ WR SXOO RXW RI HVWDEOLVKHG VRFLDO WLHV �*DUJLXOR DQG %HQDVVL�
������ 2Q WKH RWKHU KDQG� FUHDWLQJ QHZ QHWZRUN WLHV LV D FRVWO\ DQG ULVN\ XQGHUWDN�
LQJ� 7KH SHUFHLYHG FRVW RI DEDQGRQLQJ H[LVWLQJ WLHV LQFUHDVHV LI WKRVH WLHV KDYH EHHQ
YHU\ SURGXFWLYH LQ WKH SDVW� )XUWKHUPRUH� DFWRUV DUH DIIHFWHG E\ UHODWLRQDO LQHUWLD�
:KHQ WKH\ DUH XVHG WR ZRUNLQJ ZLWK ORQJ�WHUP SDUWQHUV� WKH VWUHQJWK RI WKHLU ERQGV
DFWV DV D FRJQLWLYH ILOWHU IRU WKH LQIRUPDWLRQ DQG SHUVSHFWLYHV WKH\ UHFHLYH� HIIHF�
WLYHO\ ORFNLQJ WKHP RXW IURP WKH RXWHU ZRUOG �*UDEKHU� ������ :KHQ D VSLQ�RII LV
FUHDWHG LQ D UHODWHG OLQH RI EXVLQHVV WR WKDW RI LWV PRWKHU FRPSDQ\� WKH SHUFHLYHG
DGYDQWDJHV RI UHO\LQJ RQ WKH H[LVWLQJ QHWZRUN RI FRQWDFWV ZLOO RXWZHLJK DQ\ SRWHQ�
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WLDO EHQHILWV RI DEDQGRQLQJ WKHVH WLHV LQ IDYRU RI QHZ RQHV� &RQVHTXHQWO\� WKH PRUH
UHODWHG WKH OLQH RI EXVLQHVV RI WKH VSLQ�RII LV ZLWK WKH PRWKHU FRPSDQ\¶V� WKH PRUH
WKH VSLQ�RII ZLOO WHQG WR UHO\ RQ WKH QHWZRUN WLHV HVWDEOLVKHG E\ LWV IRXQGHUV GXULQJ
WKHLU SUHYLRXV HPSOR\PHQW� 2Q WKH FRQWUDU\� LI WKH VSLQ�RII LV HQJDJHG LQ DQ HQWLUHO\
XQUHODWHG ILHOG� WKH SHUFHLYHG FRVW RI DOORZLQJ SUHYLRXV QHWZRUN WLHV WR ZHDNHQ ZLOO
EH ORZHU DQG WKH VSLQ�RII ZLOO UHO\ OHVV KHDYLO\ RQ WKH LQKHULWHG FRQWDFWV�

7KH QRWLRQ RI UHODWHGQHVV LV DNLQ WR WKDW RI DEVRUSWLYH FDSDFLW\� 5HODWHGQHVV
EHWZHHQ WZR RUJDQL]DWLRQV IDFLOLWDWHV NQRZOHGJH WUDQVIHU� EHFDXVH LW LPSOLHV FRP�
PRQ SULRU NQRZOHGJH �&RKHQ DQG /HYLQWKDO� ������ $FTXLULQJ NQRZOHGJH LQ D
IDPLOLDU DUHD LV VLJQLILFDQWO\ HDVLHU WKDQ DFTXLULQJ NQRZOHGJH LQ DQ DUHD WKDW LV HQ�
WLUHO\ XQNQRZQ� )RU WKLV UHDVRQ� OLQNDJHV ZKHUH FRPPRQ NQRZOHGJH H[LVWV FDQ EH
XVHG PRUH HIILFLHQWO\ WR H[FKDQJH NQRZOHGJH DQG UHVRXUFHV� PDNLQJ WKHP PRUH
DWWUDFWLYH WR HVWDEOLVK DQG PDLQWDLQ� +LJKHU UHODWHGQHVV DOVR LQFUHDVHV WKH OLNHOL�
KRRG RI FRPPRQ LQWHUHVWV IRU ERWK RUJDQL]DWLRQV WR HQJDJH LQ PXWXDOO\ EHQHILWWLQJ
H[FKDQJHV� DQG D FRPPRQ ODQJXDJH WR IDFLOLWDWH VXFK H[FKDQJHV �,QNSHQ� ������
7KHUHIRUH� WKH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH VSLQ�RII DQG WKH PRWKHU FRPSDQ\�
WKH PRUH HIILFLHQWO\ LW ZLOO EH DEOH WR OHYHUDJH WKH PRWKHU FRPSDQ\¶V H[LVWLQJ QHW�
ZRUN� $OVR� WKH KLJKHU WKH UHODWHGQHVV� WKH PRUH OLNHO\ WKH VSLQ�RII ZLOO EH WR KDYH
FRPPRQ LQWHUHVWV ZLWK WKH QHWZRUN DFWRUV DQG WKH PRUH OLNHO\ LW ZLOO EH WR VKDUH D
FRPPRQ ODQJXDJH WR HQJDJH LQ UHODWLRQVKLSV RI LWV RZQ ZLWK WKH VDPH DFWRUV DV WKH
PRWKHU FRPSDQ\�

$V GLVFXVVHG HDUOLHU� LQVWLWXWLRQDO WKHRULHV DOVR SURYLGH LQVLJKW RQ WKH ZD\ UH�
ODWHGQHVV DFWV WR LQFUHDVH VRFLDO FDSLWDO LQKHULWDQFH� &RPSDQLHV ZKLFK HQJDJH LQ
UHODWHG OLQHV RI EXVLQHVV DUH DIIHFWHG E\ VLPLODU HQYLURQPHQWDO SUHVVXUHV� 7KH\ FRQ�
VHTXHQWO\ WHQG WR DGRSW VLPLODU RUJDQL]DWLRQDO IRUPV� D SURFHVV NQRZQ DV FRHUFLYH
LVRPRUSKLVP� 'LPDJJLR DQG 3RZHOO ������ ZULWH WKDW RUJDQL]DWLRQDO LVRPRUSKLVP
RIIHUV WKH EHQHILW WKDW RUJDQL]DWLRQV HQMR\ JUHDWHU OHJLWLPDF\� EHFDXVH WKH\ DUH VHHQ
DV FRQIRUPLQJ WR VRFLDOO\�HQGRUVHG SDWWHUQV� 7KLV OHDGV XV WR DUJXH WKDW D VSLQ�RII
LQ D UHODWHG DUHD RI EXVLQHVV ZLOO WHQG WR LQKHULW UHODWLRQDO �DQG FRJQLWLYH� VRFLDO
FDSLWDO� DV LW LV SHUFHLYHG DV PRUH OHJLWLPDWH E\ WKH UHVW RI WKH QHWZRUN IRU EHLQJ
PRUH ³VLPLODU´ WR WKH PRWKHU FRPSDQ\�

)RU WKH UHDVRQV FLWHG DERYH� ZH IRUPXODWH RXU VHFRQG K\SRWKHVLV DV IROORZV�

+\SRWKHVLV �� 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV
DQG WKH VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\
WKH VSLQ�RII IURP LWV PRWKHU FRPSDQ\�

6R IDU� ZH KDYH LPSOLFLWO\ DVVXPHG WKDW WKH SURFHVV RI VRFLDO FDSLWDO LQKHULWDQFH
KDSSHQHG LQGHSHQGHQWO\ RI WKH PRWKHU FRPSDQ\¶V DFWLRQV� :H QRZ OLIW WKLV DV�
VXPSWLRQ DQG FRQVLGHU WKH LPSDFW WKDW WKH PRWKHU FRPSDQ\¶V DWWLWXGH WRZDUGV WKH
QHZ VSLQ�RII PD\ KDYH RQ WKH VSLQ�RII¶V VRFLDO FDSLWDO LQKHULWDQFH�
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:H WXUQ ILUVWO\ WR WKH IDFWRUV LQIOXHQFLQJ WKH GHJUHH RI VXSSRUW WKDW WKH PRWKHU
FRPSDQ\ RIIHUV LWV VSLQ�RII�

,W LV XQOLNHO\ WKDW WKH GHJUHH RI VXSSRUW WKDW D PRWKHU FRPSDQ\ LV ZLOOLQJ RU DEOH
WR SURYLGH WKH VSLQ�RII LV WKH VDPH UHJDUGOHVV RI WKH LQGXVWU\ LQ ZKLFK WKH VSLQ�RII
LV FUHDWHG� :H DUJXH RQ WKH FRQWUDU\ WKDW WKH VWUHQJWK RI WKH WLH EHWZHHQ WKH PRWKHU
FRPSDQ\ DQG LWV VSLQ�RII ZLOO EH SRVLWLYHO\ LQIOXHQFHG E\ WKH UHODWHGQHVV RI WKH WZR
FRPSDQLHV¶ DFWLYLWLHV�

$ GHJUHH RI RYHUODS EHWZHHQ WKH VSLQ�RII¶V DQG WKH PRWKHU FRPSDQ\¶V NQRZO�
HGJH EDVHV LPSURYHV WKH OLNHOLKRRG RI NQRZOHGJH DQG UHVRXUFH H[FKDQJH EHWZHHQ
ERWK ILUPV �6DSLHQ]D HW DO�� ������ &RQVHTXHQWO\� D VSLQ�RII FUHDWHG LQ DQ HQWLUHO\
XQUHODWHG LQGXVWU\ ZRXOG UHFHLYH OHVV VXSSRUW IURP LWV PRWKHU FRPSDQ\ WKDQ D VSLQ�
RII FUHDWHG LQ DQ LQGXVWU\ FORVHU WR WKH PRWKHU FRPSDQ\¶V� )XUWKHUPRUH� D VSLQ�RII
LQ D UHODWHG OLQH RI EXVLQHVV ZLOO EH DIIHFWHG E\ RUJDQL]DWLRQDO LVRPRUSKLVP DQG
WKXV HQMR\ JUHDWHU OHJLWLPDF\ DQG PXWXDO XQGHUVWDQGLQJ ZLWK LWV PRWKHU FRPSDQ\
�'LPDJJLR DQG 3RZHOO� ������

7KLV OHDGV XV WR IRUPXODWH RXU QH[W K\SRWKHVLV�

+\SRWKHVLV �� 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV
DQG WKH VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH GHJUHH RI VXSSRUW WKH PRWKHU
FRPSDQ\ FDQ RIIHU WKH VSLQ�RII�

$V GLVFXVVHG HDUOLHU� *UDQRYHWWHU ������ ZULWHV WKDW DFWRUV OLQNHG E\ VWURQJ WLHV ZLOO
VKDUH D KLJKHU QXPEHU RI QHWZRUN FRQQHFWLRQV WKDQ DFWRUV OLQNHG E\ ZHDN WLHV� 7KH
VWURQJHU WKH WLH EHWZHHQ WKHVH DFWRUV� WKH ORZHU WKH SUREDELOLW\ WKDW D VWUXFWXUDO KROH
ZLOO H[LVW EHWZHHQ WKHP �%XUW� ������ RU LQ RWKHU ZRUGV� WKH KLJKHU WKH QHWZRUN
FORVXUH� &ROHPDQ ������ ZULWHV WKDW QHWZRUN FORVXUH HQFRXUDJHV WKH HPHUJHQFH
RI VRFLDO FDSLWDO� LQ WKH IRUP RI UHSXWDWLRQV� DQG WKH GHYHORSPHQW RI HQIRUFHDEOH
FRPPXQLW\ QRUPV ZKLFK JXDUDQWHH WKH WUXVWZRUWKLQHVV RI VRFLDO VWUXFWXUHV� 7KH
HPHUJHQFH RI WKHVH QRUPV DQG WKH QHFHVVLW\ WR GHYHORS DQG SUHVHUYH UHSXWDWLRQV DFW
DV D VWURQJ LQFHQWLYH IRU DFWRUV WR HQJDJH LQ DFFHSWDEOH DQG SUHGLFWDEOH EHKDYLRU�
7KLV LQ WXUQ FUHDWHV D FOLPDWH RI WUXVWZRUWKLQHVV DQG IDFLOLWDWHV FRRSHUDWLRQ� UHVRXUFH
H[FKDQJH DQG ULVN�WDNLQJ ZLWKLQ WKH QHWZRUN �:DONHU HW DO�� ������ &RQVHTXHQWO\� D
VWURQJHU WLH EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH VSLQ�RII ZLOO SURYLGH WKH VSLQ�RII
ZLWK KLJKHU UHODWLRQDO VRFLDO FDSLWDO WRZDUGV WKH UHVW RI WKH QHWZRUN�

$V DQ LQFXPEHQW� WKH PRWKHU FRPSDQ\ LV D ZHOO�HVWDEOLVKHG DFWRU LQ LWV QHWZRUN�
$UHQLXV ������ ZULWHV WKDW QHZO\�FUHDWHG RUJDQL]DWLRQV FDQ EHQHILW IURP D IRXQGLQJ
RUJDQL]DWLRQ¶V VRFLDO FDSLWDO LI LW LV KLJKO\ DVVRFLDWHGZLWK WKH IRXQGLQJ RUJDQL]DWLRQ�
RU LQ RWKHU ZRUGV LI LW LV KLJKO\ FRQQHFWHG WR LW LQ SHRSOH¶V PLQGV� $V GLVFXVVHG LQ WKH
SUHYLRXV FKDSWHU� QHZ HQWUDQWV¶ SHUFHLYHG DVVRFLDWLRQ ZLWK UHVSHFWHG LQFXPEHQWV
DOORZV WKHP WR FDSLWDOL]H RQ WKH LQFXPEHQWV¶ OHJLWLPDF\ �6WXDUW HW DO�� ������ ,I DQ
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LQFXPEHQW HVWDEOLVKHV D UHODWLRQVKLS ZLWK D QHZ HQWUDQW� LW VLJQDOV WR RWKHU DFWRUV
LQ WKH QHWZRUN WKDW LW FRQVLGHUV WKH QHZ HQWUDQW WUXVWZRUWK\ DQG UHOLDEOH HQRXJK WR
ULVN LWV UHSXWDWLRQ DQG LWV WLPH LQ WKDW UHODWLRQVKLS� 7KH VLJQDO LV HYHQ VWURQJHU LI WKH
PRWKHU FRPSDQ\ DFWLYHO\ VXSSRUWV RU HQGRUVHV WKH VSLQ�RII¶V RSHUDWLRQ ZLWK LWV RZQ
FRQWDFWV RU LI LW ³LQWURGXFHV´ WKH VSLQ�RII WR RWKHU DFWRUV RQ WKH QHWZRUN� 6LPLODUO\�
D ILQDQFLDO LQYHVWPHQW LQ WKH VSLQ�RII E\ WKH PRWKHU FRPSDQ\ ZLOO UHLQIRUFH WKH
VSLQ�RII¶V FUHGLELOLW\ WRZDUGV SRWHQWLDO SDUWQHUV� DV ZHOO DV HQVXULQJ D ORQJHU�WHUP
FRPPLWPHQW RI VXSSRUW IURP WKH PRWKHU FRPSDQ\ WRZDUGV LWV VSLQ�RII� $V D UHVXOW�
D GHJUHH RI VXSSRUW IURP WKH PRWKHU FRPSDQ\ ZKLFK LV ³SXEOLFL]HG´ WRZDUGV WKH
QHWZRUN� IRU H[DPSOH E\ DQ HTXLW\ VWDNH� ZLOO SURYLGH WKH FRUSRUDWH VSLQ�RII ZLWK
LQFUHDVHG VRFLDO FDSLWDO�

)RU WKHVH UHDVRQV� ZH DUJXH WKDW WKH VWUHQJWK RI WKH WLH OLQNLQJ WKH PRWKHU FRP�
SDQ\ WR LWV VSLQ�RII KDV D SRVLWLYH LPSDFW RQ LWV LQKHULWDQFH RI VRFLDO FDSLWDO DQG ZH
IRUPXODWH RXU QH[W WZR K\SRWKHVHV DV IROORZV�

+\SRWKHVLV �� 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU
FRPSDQ\� WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP WKH
PRWKHU FRPSDQ\�

+\SRWKHVLV �� 7KH KLJKHU WKH RZQHUVKLS VWDNH KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH
VSLQ�RII� WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV
PRWKHU FRPSDQ\�

7ZR PHWDSKRUV SOD\ D FHQWUDO UROH LQ WKLV GLVVHUWDWLRQ� VRFLDO FDSLWDO� RU LQ RWKHU
ZRUGV DSSO\LQJ WKH WHUP ³FDSLWDO´ WR D VRFLDO FRQVWUXFW� DQG LQKHULWDQFH RI VRFLDO
FDSLWDO� ZKLFK LV D WHUP URRWHG LQ OLIH VFLHQFHV�

7KH PHWDSKRU RI VRFLDO FDSLWDO ZDV GLVFXVVHG H[WHQVLYHO\ LQ WKH ILUVW SDUW RI WKH
WKHVLV� DV ZHOO DV WKH VLPLOLWXGHV DQG GLIIHUHQFHV EHWZHHQ VRFLDO FDSLWDO DQG ZKDW LV
QRUPDOO\ FRQVLGHUHG ³FDSLWDO´� &ROHPDQ ������ ZULWHV WKDW VRFLDO FDSLWDO� OLNH RWKHU
IRUPV RI FDSLWDO� LV D ORQJ�OLYHG SURGXFWLYH DVVHW� ZKLFK FDQ EH GHYHORSHG WKURXJK
LQYHVWPHQW� 6RFLDO FDSLWDO� DW OHDVW WR VRPH H[WHQW� LV ³FRQVWUXFWLEOH´ WKURXJK GH�
OLEHUDWH DFWLRQV �(YDQV� ������ /LNH RWKHU IRUPV RI FDSLWDO� VRFLDO FDSLWDO FDQ \LHOG
GLVXWLOLWLHV RU EHQHILWV IRU WKH IRFDO DFWRU DQG IRU RWKHUV �$GOHU DQG .ZRQ� �����
*DUJLXOR DQG %HQDVVL� ������ 6RFLDO FDSLWDO LV DOVR ³FRQYHUWLEOH´ �%RXUGLHX� ������
,W FDQ EH FRQYHUWHG LQWR RWKHU NLQGV RI FDSLWDO� SURFXULQJ HFRQRPLF RU RWKHU DGYDQ�
WDJH� DOEHLW WR D OHVVHU GHJUHH WKDQ HFRQRPLF FDSLWDO� ZKLFK LV WKH PRVW OLTXLG DQG
FRQYHUWLEOH IRUP RI FDSLWDO LGHQWLILHG E\ %RXUGLHX� /LNH RWKHU IRUPV RI FDSLWDO� VR�
FLDO FDSLWDO FDQ FRPSHQVDWH WKH ODFN RI UHVRXUFHV RU DXJPHQW DYDLODEOH UHVRXUFHV¶
HIILFLHQF\� IRU H[DPSOH E\ UHGXFLQJ WUDQVDFWLRQ FRVWV �/D]HUVRQ� ������ 6RFLDO FDS�
LWDO� OLNH KXPDQ RU SK\VLFDO FDSLWDO� EXW XQOLNH ILQDQFLDO FDSLWDO� UHTXLUHV SHULRGLF
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PDLQWHQDQFH WR SUHVHUYH LWV YDOXH� 8QOLNH SK\VLFDO DQG KXPDQ FDSLWDO� KRZHYHU�
VRFLDO FDSLWDO GRHV QRW KDYH D GHILQLWH UDWH RI GHSUHFLDWLRQ�

$Q LPSRUWDQW GLIIHUHQFH WKDW VHWV VRFLDO FDSLWDO DSDUW IRUP PDQ\ RWKHU IRUPV
RI FDSLWDO LV WKDW LW GRHV QRW GLPLQLVK ZLWK XVH� EXW OLNH KXPDQ FDSLWDO RU NQRZO�
HGJH WHQGV WR JURZ DQG GHYHORS ZKHQ HPSOR\HG �$GOHU DQG .ZRQ� ������ )XUWKHU�
VRFLDO FDSLWDO LV QRW WKH H[FOXVLYH SURSHUW\ RI WKRVH ZKR EHQHILW IURP LW DQG KDV
WKHUHIRUH D ³SXEOLF JRRG´ FRPSRQHQW �&ROHPDQ� ������ 6RFLDO FDSLWDO FDQ EH XVHG
QRQ�ULYDOURXVO\� ,Q RWKHU ZRUGV� RQH DFWRU¶V XVH RI VRFLDO FDSLWDO GRHV QRW GLPLQLVK
LWV DYDLODELOLW\ IRU RWKHUV� 7KLV LV HVSHFLDOO\ WUXH ZKHQ DGRSWLQJ DQ LQWHUQDO SHU�
VSHFWLYH RI VRFLDO FDSLWDO� WKDW LV ZKHQ ZH FRQVLGHU WKH VRFLDO FDSLWDO RI DQ HQWLUH
QHWZRUN �$GOHU DQG .ZRQ� ������

7KH PHWDSKRU RI VRFLDO FDSLWDO LQKHULWDQFH LV JURXQGHG LQ WKHVH ODVW WZR FKDU�
DFWHULVWLFV RI VRFLDO FDSLWDO� %HFDXVH VRFLDO FDSLWDO KDV D ³SXEOLF JRRG´ FRPSRQHQW
DQG EHFDXVH LW GRHV QRW GLPLQLVK ZLWK XVH� XQOLNH HFRQRPLF FDSLWDO LW FDQ EH VKDUHG
E\ WZR RU PRUH DJHQWV ZLWKRXW EHLQJ GLPLQLVKHG� ,Q WKLV VHQVH� VRFLDO FDSLWDO LV
YHU\ PXFK FRPSDUDEOH WR NQRZOHGJH� ZKLFK LV RIWHQ GHVFULEHG LQ WKH OLWHUDWXUH DV
³VWLFN\´ �YRQ +LSSHO� ������ ,QGHHG� WKH FRQFHSW RI ³NQRZOHGJH LQKHULWDQFH´ LV GLV�
FXVVHG LQ WKH OLWHUDWXUH RQ WKH NQRZOHGJH�EDVHG YLHZ RI WKH ILUP� DQG LQ SDUWLFXODU
E\ $JDUZDO HW DO� ������� 7KLV PHWDSKRU RI LQKHULWDQFH HPDQDWHV RULJLQDOO\ IURP
WKH ILHOG RI ELRORJLFDO HYROXWLRQ DQG FRYHUV VLPLODU PHDQLQJ WR WKDW ZKLFK LV DV�
FULEHG WR LW LQ WKDW ILHOG� %LRORJLFDO HYROXWLRQ PHWDSKRUV KDYH EHHQ XVHG LQ WKH SDVW
LQ WKH OLWHUDWXUH WR DQDO\]H RUJDQL]DWLRQV �$OGULFK DQG 0DUWLQH]� ������ LQGXVWULDO
FRPSHWLWLYH VWUXFWXUH �1HOVRQ� ����� DQG EXVLQHVV VWUDWHJ\ �%DUQHWW DQG %XUJHO�
PDQ� ������ 7KH PHWDSKRU KDV EHHQ H[SDQGHG IXUWKHU LQWR WKH VWXG\ RI VSLQ�RIIV�
ZKHUH .OHSSHU DQG 6OHHSHU ������ S������ GHVFULEH LQKHULWDQFH RI NQRZOHGJH DV
WKH ³LQGXVWULDO FRXQWHUSDUW WR JHQHV¶¶�

%XW ZKDW LV WKH GLVWLQFWLRQ EHWZHHQ LQKHULWDQFH DQG WUDQVIHU RI VRFLDO FDSLWDO"
7KLV GLVFXVVLRQ WLHV LQWR WKH EURDGHU WRSLF RI WKH VRXUFHV RI VRFLDO FDSLWDO� $V ZH
PHQWLRQHG LQ WKH SUHYLRXV FKDSWHU� WKHUH LV SUHYLRXV WKHRUHWLFDO DQG HPSLULFDO FRYHU�
DJH RI QHZ ILUPV GHULYLQJ ILUP�OHYHO VRFLDO FDSLWDO IURP WKHLU IRXQGHUV¶ LQGLYLGXDO�
OHYHO VRFLDO FDSLWDO �VHH DOVR $UHQLXV ������ IRU D GLVFXVVLRQ��µ,QKHULWDQFH¶ LV VH�
PDQWLFDOO\ FORVH WR µWUDQVIHU¶� +RZHYHU� LQ WKLV GLVVHUWDWLRQ ZH ZLVK WR PDNH D GLV�
WLQFWLRQ EHWZHHQ ERWK WHUPV� WR HPSKDVL]H WKH IDFW WKDW ZH DUH VWXG\LQJ D WUDQVIHU
UHODWLRQ WKDW LV SDUWLFXODU LQ WKUHH ZD\V�

)LUVWO\� WKLV WUDQVIHU RFFXUV LQ D YHU\ VSHFLILF G\DG RI FRPSDQLHV� WKDW RI D PRWKHU
FRPSDQ\ DQG LWV VSLQ�RII� QRW D UDQGRPO\�FKRVHQ GH QRYR VWDUW�XS ZKLFK KDV QR
LGHQWLILDEOH KHULWDJH IURP DQRWKHU ILUP DW WKH WLPH RI LWV IRXQGLQJ� 7KH WKHRUHW�
LFDO FRQVHTXHQFHV RI WKLV SDUWLFXODU ³PRWKHU�GDXJKWHU FRPSDQ\´ VHWWLQJ� RU PRUH
JHQHUDOO\ VSHDNLQJ RI VSLQ�RII IRUPDWLRQ� LV VWLOO D YHU\ QHZ WRSLF LQ PDQDJHPHQW UH�
VHDUFK �.OHSSHU� ����� DQG WKLV WKHVLV VHHNV WR FRQWULEXWH WKHRUHWLFDO DQG HPSLULFDO
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GHYHORSPHQWV WR WKLV UHVHDUFK VWUHDP�
6HFRQGO\� WKH WUDQVIHU WKDW LV VWXGLHG LQ WKLV GLVVHUWDWLRQ LV� DV SRLQWHG RXW DERYH�

QRQ�GHVWUXFWLYH� 7KH PRWKHU FRPSDQ\ GRHV QRW KDYH WR µORVH¶ VRFLDO FDSLWDO IRU WKH
VSLQ�RII WR LQKHULW LW�

7KLUGO\� DQG PRVW LPSRUWDQWO\� ZH DUH DQDO\]LQJ KHUH WKH LQKHULWDQFH SURFHVV DV
PRUH WKDQ WKHPHUH WUDQVIHU RI IRXQGHUV IURPPRWKHU FRPSDQ\ WR VSLQ�RII� )RXQGHUV
KDYH EHHQ WKHRUL]HG DQG VKRZQ WR EH LPSRUWDQW DJHQWV RI UHVRXUFH DQG NQRZOHGJH
WUDQVIHU EHWZHHQ ILUPV DQG VRFLDO FDSLWDO OLWHUDWXUH KDV DOVR WKHRUL]HG LQGLYLGXDO�
OHYHO VRFLDO FDSLWDO DV D VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO �$UHQLXV� ����� &RORPER
DQG *ULOOL� ����� 'DYLGVVRQ DQG +RQLJ� ����� -DFN DQG $QGHUVRQ� ����� 6KDQH DQG
.KXUDQD� ����� :LWW� ������ 0RUH JHQHUDOO\� IRXQGHUV KDYH EHHQ WKH IRFXV RI D
VXEVWDQWLDO VWUHDP RI UHVHDUFK LQ HQWUHSUHQHXUVKLS OLWHUDWXUH �%DUULQJHU HW DO�� �����
&RORPER DQG *ULOOL� ����� 6KDQH DQG .KXUDQD� ����� IRU H[DPSOH�� +RZHYHU� ZH
DOVR DUJXH WKDW ORRNLQJ DW IRXQGHUV¶ FDUHHU SDWKV IURP RQH ILUP WR WKH QH[W RQO\ JLYHV
XV WKH LQGLYLGXDO�OHYHO SDUW RI WKH VRFLDO FDSLWDO LQKHULWDQFH SURFHVV� 7KH VWXG\ RI
ILUP�OHYHO VRFLDO FDSLWDO UHTXLUHV D ILUP�OHYHO IRFXV�

,Q NHHSLQJ ZLWK WKLV YLHZ� ZH DUJXH LQ WKLV GLVVHUWDWLRQ WKDW VRFLDO FDSLWDO LQKHU�
LWDQFH KDV LQGLYLGXDO�OHYHO DQG ILUP�OHYHO FRPSRQHQWV� &RUSRUDWH VSLQ�RIIV� ZKLFK
KDYH D ZHOO�GHILQHG FRQQHFWLRQ WR D PRWKHU FRPSDQ\ DW WKH WLPH RI WKHLU IRXQGLQJ�
DUH LQ D SRVLWLRQ WR LQKHULW ILUP�OHYHO VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQ\� $V
ZH KDYH K\SRWKHVL]HG DERYH� WKLV LQKHULWDQFH ZLOO EH IXUWKHUHG RU KLQGHUHG E\ D
QXPEHU RI ILUP�OHYHO DQWHFHGHQWV �UHODWHGQHVV� PRWKHU FRPSDQ\ VXSSRUW� PRWKHU
FRPSDQ\ RZQHUVKLS�� 2Q WKH RWKHU KDQG� LI ZH FRQVLGHU GH QRYR VWDUW�XSV� ZKLFK
GR QRW KDYH D UHODWLRQ WR D PRWKHU FRPSDQ\ DW WKH WLPH RI IRXQGLQJ� WKHVH ZRXOG
QRW KDYH WKH RSWLRQ RI LQKHULWLQJ ILUP�OHYHO VRFLDO FDSLWDO� 7KLV LV QRW WR VD\ WKDW GH
QRYR VWDUW�XSV DUH FUHDWHG ZLWKRXW DQ\ VRFLDO FDSLWDO� 'H QRYR VWDUW�XSV ZLOO UHO\
KHDYLO\ RQ WKH LQGLYLGXDO�OHYHO VRFLDO FDSLWDO EURXJKW LQ E\ WKHLU IRXQGHUV WR GHULYH
WKHLU ILUP�OHYHO VRFLDO FDSLWDO� 2XU ILUVW K\SRWKHVLV VWDWHV WKDW WKH VDPH SURFHVV ZLOO
WDNH SODFH LQ FRUSRUDWH VSLQ�RIIV� +RZHYHU� WKLV LQGLYLGXDO�OHYHO VRFLDO FDSLWDO ZLOO
QRW EH WKH RQO\ VRXUFH DYDLODEOH WR VSLQ�RII� EHFDXVH VSLQ�RIIV GR KDYH D PRWKHU
FRPSDQ\ WR LQKHULW ILUP�OHYHO VRFLDO FDSLWDO IURP� &RQVHTXHQWO\� ZH K\SRWKHVL]H
WKDW LQGLYLGXDO�OHYHO VRFLDO FDSLWDO ZLOO EH D OHVV LPSRUWDQW VRXUFH RI VRFLDO FDSLWDO
WR FRUSRUDWH VSLQ�RIIV WKDQ WR GH QRYR VWDUW�XSV�

,GHDOO\� ZH ZRXOG OLNH WR PHDVXUH QRW RQO\ WKH ILUP�OHYHO VRFLDO FDSLWDO RI WKH
ILUPV LQ RXU VDPSOH� EXW DOVR WKH LQGLYLGXDO�OHYHO VRFLDO FDSLWDO RI WKHLU UHVSHFWLYH
IRXQGHUV WR WHVW WKLV K\SRWKHVLV� +RZHYHU� WKH SUREDELOLW\ RI UHFHLYLQJ D FRPSOHWH
VHW RI UHVSRQVHV IURP D VXIILFLHQWO\ ODUJH QXPEHU RI ILUPV LV VR ORZ WKDW ZH PXVW
LQVWHDG ORRN IRU D PRUH UHDGLO\ PHDVXUDEOH SUR[\� )RXQGHU H[SHULHQFH LV RQH VXFK
SUR[\� ZKLFK DSDUW IURP RIIHULQJ WKH DGYDQWDJH RI UHODWLYHO\ VWUDLJKWIRUZDUG PHD�
VXUHPHQW� LV ZHOO XQGHUVWRRG LQ WKH OLWHUDWXUH WR EH D VWURQJ GULYHU RI LQGLYLGXDO�
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OHYHO VRFLDO FDSLWDO �&ROHPDQ� ����� 6LPDUG DQG :HVW� ����� 6WLQFKFRPEH� ������
,QGXVWU\�VSHFLILF H[SHULHQFH� LQ SDUWLFXODU� LV DQ LPSRUWDQW DQWHFHGHQW WR LQGLYLGX�
DOV¶ VRFLDO FDSLWDO IRUPDWLRQ �%RXUGLHX� ����� (LVHQKDUGW DQG 6FKRRQKRYHQ� �����
3DW]HOW HW DO�� ������ EXW ZH FKRRVH QRW WR OLPLW RXUVHOYHV WR WKLV W\SH RI H[SHULHQFH
RQO\�

2XU QH[W K\SRWKHVLV ZLOO EH IRUPXODWHG LQ WZR SDUWV�

+\SRWKHVLV �D� 7KH KLJKHU WKH H[SHULHQFH RI WKHLU IRXQGHUV� WKH KLJKHU WKH ILUP�
OHYHO VRFLDO FDSLWDO RI GH QRYR VWDUW�XSV�

+\SRWKHVLV �E� )RXQGHU H[SHULHQFH ZLOO KDYH OHVV SRVLWLYH LPSDFW RQ ILUP�OHYHO
VRFLDO FDSLWDO RI FRUSRUDWH VSLQ�RIIV WKDQ IRU GH QRYR VWDUW�XSV�

����� 5HVRXUFH FR�RSWDWLRQ

:H QRZ WXUQ WR WKH RXU K\SRWKHVHV RQ WKH HIIHFW RI VRFLDO FDSLWDO LQKHULWDQFH RQ ILUP
UHVRXUFH FR�RSWDWLRQ�

$V GLVFXVVHG LQ WKH SUHYLRXV FKDSWHU� VRFLDO FDSLWDO DOORZV FRPSDQLHV WR SURFXUH
PRUH UHVRXUFHV DQG DW EHWWHU FRQGLWLRQV WKDQ ZRXOG QRUPDOO\ EH DYDLODEOH WR WKHP�
7KURXJK VRFLDO FDSLWDO� QHWZRUN SDUWQHUV EHFRPH PRUH ZLOOLQJ WR VKDUH NQRZOHGJH�
SULYDWH LQIRUPDWLRQ DQG UHVRXUFHV� ,Q WKH SUHYLRXV OLWHUDWXUH UHYLHZ� ZH PHQWLRQHG
VHYHUDO H[DPSOHV RI KRZ VRFLDO FDSLWDO HQDEOHV ILUPV WR DFTXLUH UHVRXUFHV� &ROH�
PDQ ������ GHVFULEHG KRZ VRFLDO WLHV ZKLFK DUH PDLQWDLQHG IRU RWKHU SXUSRVHV FDQ
SURYLGH YDOXDEOH VRFLDO FDSLWDO E\ HQDEOLQJ LQH[SHQVLYH DFFHVV WR LQIRUPDWLRQ� $W
WKH ILUP OHYHO� WKHUH LV HYLGHQFH WKDW ILUPV WKDW HPEHG WKHLU FRPPHUFLDO WUDQVDFWLRQV
ZLWK WKHLU EDQNV LQ VRFLDO DWWDFKPHQWV DUH DEOH WR REWDLQ ORZHU LQWHUHVW UDWHV RQ WKHLU
ORDQV �8]]L� ������ :DONHU� .RJXW� DQG 6KDQ ������ ILQG WKDW ILUPV WKDW KDYH DEXQ�
GDQW VRFLDO FDSLWDO DW WKHLU GLVSRVDO DUH DEOH WR OHYHUDJH PRUH UHVRXUFHV� 6WDUU DQG
0DF0LOODQ ������ GHVFULEH IRXU VWUDWHJLHV ZKLFK DOORZ FRPSDQLHV WR WDS LQWR XQ�
GHUXWLOL]HG UHVRXUFHV RI QHWZRUN FRQWDFWV XVLQJ WKHLU VRFLDO FDSLWDO� ��� ERUURZLQJ�
��� EHJJLQJ� ��� VFDYHQJLQJ DQG ��� DPSOLI\LQJ�

$V ZH KDYH VHHQ� WKH QRWLRQ RI DFFHVV WR UHVRXUFHV LV LPSOLFLW LQ VHYHUDO GHILQL�
WLRQV RI VRFLDO FDSLWDO� )RU H[DPSOH�

� %RXUGLHX ������ S������ ³WKH DJJUHJDWH RI WKH DFWXDO RU SRWHQWLDO UHVRXUFHV
ZKLFK DUH OLQNHG WR SRVVHVVLRQ RI D GXUDEOH QHWZRUN RI PRUH RU OHVV LQVWLWX�
WLRQDOL]HG UHODWLRQVKLSV RI PXWXDO DFTXDLQWDQFH RU UHFRJQLWLRQ�´

� 1DKDSLHW DQG *KRVKDO ������ S������ ³WKH VXP RI WKH DFWXDO DQG SRWHQWLDO UH�
VRXUFHV HPEHGGHG ZLWKLQ� DYDLODEOH WKURXJK� DQG GHULYHG IURP WKH QHWZRUN
RI UHODWLRQVKLSV SRVVHVVHG E\ DQ LQGLYLGXDO RU VRFLDO XQLW�´
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� %XUW ������ S����� ³6RFLDO FDSLWDO LV DW RQFH WKH UHVRXUFHV FRQWDFWV KROG DQG
WKH VWUXFWXUH RI FRQWDFWV LQ D QHWZRUN�´

7VDL DQG *KRVKDO ������ DQG <OL�5HQNR� $XWLR� DQG 6DSLHQ]D ������ DOVR GHVFULEH
KRZ ILUPV FDQ LQFUHDVH WKHLU UHVRXUFH DFTXLVLWLRQ E\ KDUQHVVLQJ H[WHUQDO VRFLDO FDS�
LWDO� $V DQ H[DPSOH RI WKLV SURFHVV� <OL�5HQNR HW DO� ������ IRXQG WKDW LQFUHDVHG
H[WHUQDO VRFLDO FDSLWDO RI DQ RUJDQL]DWLRQ SRVLWLYHO\ DIIHFWHG WKH RUJDQL]DWLRQ¶V UH�
VRXUFH DFFXPXODWLRQ� ,Q SDUWLFXODU� WKH DXWKRUV IRXQG WKDW QHZ WHFKQRORJ\�EDVHG
ILUPV ZLWK KLJKHU H[WHUQDO VRFLDO FDSLWDO �PHDVXUHG DV FRQWDFWV RI PDQDJHPHQW�
VKRZHG LQFUHDVHG RUJDQL]DWLRQDO NQRZOHGJH�

6RFLDO FDSLWDO LQKHULWDQFH SURYLGHV D VWRFN RI VRFLDO FDSLWDO WKDW FDQ EH OHYHUDJHG
LQ WKH VSLQ�RII¶V HDUO\ UHVRXUFH DFTXLVLWLRQ SURFHVV� 7KH PRUH FRQWDFWV WKH VSLQ�
RII KDV WLHV WR DQG HQMR\V VRPH OHJLWLPDF\ ZLWK� WKH ODUJHU WKH SRRO RI UHVRXUFHV
WKDW ZLOO EH DYDLODEOH WR LW DQG WKH KLJKHU WKH FKDQFH WKDW VRPH RI WKRVH UHVRXUFHV
PD\ EH DFTXLUHG DW IDYRUDEOH FRQGLWLRQV� ,Q WKDW VHQVH� VRFLDO FDSLWDO LQKHULWDQFH
FRXQWHUDFWV WKH VSLQ�RII¶V OLDELOLW\ RI QHZQHVV�

7KLV OHDGV XV WR IRUPXODWH RXU IROORZLQJ K\SRWKHVLV DV IROORZV�

+\SRWKHVLV �� 7KH KLJKHU WKH VRFLDO FDSLWDO LQKHULWHG E\ WKH VSLQ�RII� WKH KLJKHU
WKH UHVRXUFH FR�RSWDWLRQ IURP WKH QHWZRUN�

$QRWKHU IDFWRU WKDW FDQ KHOS WKH VSLQ�RII RYHUFRPH LWV LQLWLDO UHVRXUFH FRQVWUDLQWV
LV WKH PRWKHU FRPSDQ\¶V GLUHFW LQWHUYHQWLRQ� 'HSHQGLQJ RQ WKH PRWKHU FRPSDQ\¶V
DWWLWXGH DQG VXSSRUW WRZDUGV WKH VSLQ�RII� LW LV LGHDOO\ SODFHG WR SURYLGH UHVRXUFHV
DW IDYRUDEOH FRQGLWLRQV� 7KLV FDQ WDNH QXPHURXV IRUPV� VXFK DV IRU H[DPSOH DFFHVV
WR SURGXFWLRQ IDFLOLWLHV RU ODERUDWRULHV� SDUWLDO ILQDQFLQJ RI SURWRW\SHV� DOORZLQJ LQ�
KRXVH H[SHUWV WR DGYLVH WKH VSLQ�RII RU DOORZLQJ WKH IRXQGHUV WR UHPDLQ HPSOR\HG DW
WKH PRWKHU FRPSDQ\ LQ LWV YHU\ HDUO\ VWDJHV� &RQVHTXHQWO\� ZH IRUPXODWH RXU QH[W
K\SRWKHVLV DV IROORZV�

+\SRWKHVLV �� 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU
FRPSDQ\� WKH KLJKHU WKH UHVRXUFH FR�RSWDWLRQ IURP WKH PRWKHU FRPSDQ\�
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7KH SUHVHQW FKDSWHU FRQWDLQV D GLVFXVVLRQ RI WKH PHWKRGRORJLFDO DVSHFWV RI WKH HP�
SLULFDO SKDVH RI WKLV GLVVHUWDWLRQ� :H ZLOO ILUVW GLVFXVV WKH RSHUDWLRQDOL]DWLRQV RI WKH
NH\ YDULDEOHV LQ WKH PRGHO� 7KHQ ZH ZLOO GHVFULEH WKH SURFHGXUH XVHG IRU LGHQWLI\�
LQJ D VWXG\ VDPSOH� WKH GDWD FROOHFWLRQ LQVWUXPHQW DQG WKH LPSOHPHQWDWLRQ GHWDLOV
RI WKH VWXG\� 7KLUG� ZH ZLOO GHVFULEH WKH VWDWLVWLFDO PHWKRGV WKDW ZLOO EH XVHG WR
DQDO\]H WKH FROOHFWHG GDWD� )RXUWK ZH ZLOO SURYLGH DQ RYHUYLHZ RI WKH GDWDVHW XVLQJ
GHVFULSWLYH VWDWLVWLFV� )LIWK� ZH ZLOO DVVHVV WKH YDOLGLW\ RI PHDVXUHPHQWV� 6L[WK� ZH
ZLOO FRQGXFW ELDV WHVWV WR DVVHVV ZKHWKHU RXU GDWD VXIIHUV IURP DQ\ VLJQLILFDQW ELDVHV
GXH WR WKH GDWD FROOHFWLRQ PHWKRG� )LQDOO\� ZH ZLOO WHVW WKH DVVXPSWLRQV XQGHUO\LQJ
WKH VWDWLVWLFDO PHWKRGV WKDW ZH XVH�

��� 2SHUDWLRQDOL]DWLRQV

,Q WKH IROORZLQJ SDUDJUDSKV� ZH ZLOO GHVFULEH WKH RSHUDWLRQDOL]DWLRQV XVHG WR PHD�
VXUH WKH WKHRUHWLFDO FRQVWUXFWV RI RXU PRGHO� )RU HDFK FRQVWUXFW� ZH ZLOO ILUVW JLYH
WKH WKHRUHWLFDO UHIHUHQFHV IRU HDFK RSHUDWLRQDOL]DWLRQ� IROORZHG E\ WKH TXHVWLRQQDLUH
LWHPV DQG ODVWO\ E\ WKH GHILQLWLRQ RI WKH DJJUHJDWH LQGLFDWRU WKDW ZLOO EH XVHG LQ WKH
K\SRWKHVLV WHVWLQJ SKDVH�

����� &RUSRUDWH VSLQ�RIIV

,Q WKH FRQWH[W RI RXU VWXG\� ZH DQDO\]H KLJK WHFKQRORJ\ VSLQ�RIIV� )RU WKLV UHDVRQ�
ZH FRQVLGHU WKDW NQRZOHGJH WUDQVIHU EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH VSLQ�
RII WR EH DQ LPSRUWDQW FRPSRQHQW RI WKH VSLQ�RII SKHQRPHQRQ� ,Q RUGHU WR FDSWXUH
ERWK FRGLILHG DQG WDFLW NQRZOHGJH WUDQVIHU� ZKLOH DW WKH VDPH WLPH VHHNLQJ WR HQVXUH
D VXIILFLHQWO\ EURDG SDQHO RI FDVHV� ZH FKRRVH WR GHILQH VSLQ�RII ILUPV DV FRPSD�
QLHV WKDW ZHUH FUHDWHG E\ WKH WUDQVIHU RI SHRSOH IURP DQ LQFXPEHQW ILUP DQG�RU WKH
WUDQVIHU RI D WHFKQRORJLFDO LQQRYDWLRQ IURP DQ LQFXPEHQW ILUP�

:H GR QRW UHTXLUH WKDW WKH LQFXPEHQW ILUP EH VXSSRUWLYH RU DZDUH RI WKH VSLQ�RII
ILUP� DV WKLV ZRXOG OHDYH RXW DQ\ KRVWLOH RU FRPSHWLWLYH VSLQ�RIIV� ,QGHHG� WKLV LV D
GLPHQVLRQ ZH ZDQW WR PHDVXUH LQ RXU PRGHO DV SDUW RI WKH UHODWLRQ WR WKH PRWKHU
FRPSDQ\� 7KLV GLPHQVLRQ DOVR FDSWXUHV WR D ODUJH H[WHQW WKH GLVWLQFWLRQ PDGH
E\ VRPH DXWKRUV EHWZHHQ ³SXOO´ DQG ³SXVK´ HQWUHSUHQHXUVKLS� RU LQ RWKHU ZRUGV
ZKHWKHU WKH VSLQ�RII LV EHLQJ FUHDWHG DV D UHVSRQVH WR DQ RSSRUWXQLW\� RU UDWKHU DV D
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FRQYHQLHQW ZD\ IRU WKH PRWKHU FRPSDQ\ WR GRZQVL]H SDUW RI LWV DFWLYLWLHV �3LUQD\�
����� S�����

:H GR UHTXLUH WKDW VSLQ�RIIV DUH LQGHSHQGHQW IURP WKH PRWKHU FRPSDQ\ LQ WKHLU
VWUDWHJLF GHFLVLRQ�PDNLQJ �0F*UDWK� ������ UHJDUGOHVV RI WKH GHJUHH RI RZQHUVKLS
KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII� 7KH GHJUHHV RI VWUDWHJLF LQGHSHQGHQFH
DQG RI RZQHUVKLS ZLOO ERWK EH PHDVXUHG�

,Q RXU VXUYH\ TXHVWLRQQDLUH� WKH WZR IROORZLQJ ILOWHU TXHVWLRQV ZHUH LQFOXGHG WR
LGHQWLI\ FRUSRUDWH �DQG XQLYHUVLW\� VSLQ�RIIV IURP RWKHU VWDUW�XSV�

� ³:DV \RXU ILUP IRXQGHG E\ HPSOR\HHV RI DQ H[LVWLQJ FRPSDQ\ RU XQLYHUVLW\
WKDW OHIW WKHLU MREV WR MRLQ WKLV QHZ ILUP"´

� ³:DV \RXU ILUP IRXQGHG WR FRPPHUFLDOL]H D WHFKQRORJ\� LQQRYDWLRQ RU FRQ�
FHSW �H�J� D SDWHQW� SURWRW\SH� VRIWZDUH«� WKDW ZDV GHYHORSHG ZLWKLQ DQ
H[LVWLQJ FRPSDQ\ RU XQLYHUVLW\"´

����� ,QKHULWHG VRFLDO FDSLWDO

$V GLVFXVVHG LQ WKH SUHYLRXV FKDSWHU� LQ WKLV GLVVHUWDWLRQ ZH IRFXV RQ WKH VWUXFWXUDO
DQG UHODWLRQDO GLPHQVLRQV RI VRFLDO FDSLWDO� :H OHDYH DVLGH WKH FRJQLWLYH GLPHQVLRQ�
DV LW LV PRVWO\ DSSOLFDEOH WR DQ LQWHUQDO SHUVSHFWLYH RI VRFLDO FDSLWDO�

,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO� 7KH VWUXFWXUDO GLPHQVLRQ RI VRFLDO FDSLWDO
ZDV RSHUDWLRQDOL]HG DV WKH H[WHQVLW\ RI QHWZRUN WLHV �/LQ HW DO�� ������ :HPHDVXUHG
WKH DPRXQW RI QHWZRUN WLHV UHJXODUO\ XWLOL]HG E\ WKH IRFDO ILUP DV ZHOO DV WKH VWUHQJWK
RI WKRVH WLHV� ,QKHULWDQFH ZDV RSHUDWLRQDOL]HG DV WKH SURSRUWLRQ RI QHWZRUN FRQWDFWV
WKDW KDG EHHQ HVWDEOLVKHG ZKLOH WKH VSLQ�RII IRXQGHUV ZHUH ZRUNLQJ IRU WKH PRWKHU
FRPSDQ\�

,Q RUGHU WR PHDVXUH WKH H[WHQVLW\ RI QHWZRUN WLHV� ZH XVHG D ³UHVRXUFH JHQHUDWRU´
LQVWUXPHQW� EDVHG RQ /LQ HW DO� ������� 5HVSRQGHQWV ZHUH DVNHG KRZ PDQ\ ILUPV
WKH\ NQHZ WKDW FRXOG SURYLGH WKHP ZLWK �� VWUDWHJLF UHVRXUFHV� 7KH\ ZHUH WKHQ
DVNHG KRZ PDQ\ RI WKRVH ILUPV WKH\ KDG D VWURQJ WLH ZLWK� )LQDOO\� WKH\ ZHUH DVNHG
ZLWK KRZ PDQ\ RI WKRVH ILUPV WKH WLH KDG EHHQ HVWDEOLVKHG DW WKH WLPH WKH UHVSRQ�
GHQWV ZHUH ZRUNLQJ DW WKH PRWKHU FRPSDQ\� RU LQ RWKHU ZRUGV KRZ PDQ\ FRQWDFWV
KDG EHHQ LQKHULWHG� 7KH UHVRXUFH JHQHUDWRU WKXV \LHOGV WKUHH PHDVXUHV� IRU HDFK RI
WKH �� UHVRXUFHV LQ RXU TXHVWLRQQDLUH� ��� 2YHUDOO H[WHQVLW\ RI QHWZRUN �ZHDN DQG
VWURQJ WLHV FRPELQHG�� ��� 1XPEHU RI VWURQJ WLHV DQG ��� 3URSRUWLRQ RI LQKHULWHG
WLHV� 7KH ODWWHU LV WKH PHDVXUH RI LQKHULWHG VWUXFWXUDO VRFLDO FDSLWDO� ZKLOH WKH ILUVW
WZR SURYLGH D PHDVXUH RI WRWDO VWUXFWXUDO VRFLDO FDSLWDO IRU FRPSDULVRQ�

7KH DJJUHJDWH LQGLFDWRU RI LQKHULWHG VWUXFWXUDO VRFLDO FDSLWDO� ODEHOHG5(6*(1,1
�IRU ³UHVRXUFH JHQHUDWRU � LQKHULWHG FRQWDFWV´�� LV GHILQHG DV WKH VXP RI WKH QXPEHU
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RI LQKHULWHG FRQWDFWV FDSDEOH RI SURYLGLQJ HDFK RI WKH �� VWUDWHJLF UHVRXUFHV FLWHG
DERYH�

RESGENIN =
∑

i

(Hi) ; i = 3, 6, 9, 12, 15, 18, 21, 24, 27, 30 �����

:H FDOFXODWH DQ LQGLFDWRU RI WRWDO VWUXFWXUDO VRFLDO FDSLWDO� ODEHOHG RESGENSU �
LQ D VLPLODU ZD\� WKLV WLPH DGGLQJ WKH WRWDO QXPEHU RI FRQWDFWV FDSDEOH RI SURYLGLQJ
HDFK RI WKH �� VWUDWHJLF UHVRXUFHV�

RESGENSU =
∑

i

(Hi) ; i = 1, 4, 7, 10, 13, 16, 19, 22, 25, 28 �����

,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO� 7KH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO
ZLOO EH RSHUDWLRQDOL]HG DV WKH SUDJPDWLF DQG PRUDO OHJLWLPDF\ GHULYHG E\ WKH VSLQ�
RII IURP LWV DIILOLDWLRQ ZLWK WKH PRWKHU FRPSDQ\� 7KH PHDVXUHPHQW LWHPV DUH EDVHG
RQ 6WXDUW HW DO� ������� 6XFKPDQ ������ DQG $OGULFK DQG )LRO ������ DQG XVH D ��
SRLQW /LNHUW VFDOH�

³2XU UHODWLRQVKLS WR RXU SDUHQW FRPSDQ\ ZDV EHQHILFLDO ZKHQ�´

� ³«QHJRWLDWLQJ ZLWK SRWHQWLDO LQYHVWRUV´ �I1�

� ³«QHJRWLDWLQJ ZLWK SRWHQWLDO FXVWRPHUV´ �I2�

� ³«JDLQLQJ DFFHVV WR H[SHUWLVH IURP RXWVLGH WKH ILUP´ �I3�

� ³«EHFRPLQJ HOLJLEOH IRU VXEVLGL]LQJ´ �I4�

� ³«GHDOLQJ ZLWK NH\ VWDNHKROGHUV� LW KHOSHG RXU SURSRVDOV WR EH VHHQ LQ D
PRUH SRVLWLYH OLJKW´ �I5�

� ³«GHDOLQJ ZLWK NH\ VWDNHKROGHUV� LW KHOSHG RXU SURSRVDOV WR EH WDNHQ PRUH
VHULRXVO\´ �I6�

7KH DJJUHJDWH LQGLFDWRU IRU UHODWLRQDO VRFLDO FDSLWDO� ODEHOHG INHLEGIT �³LQKHU�
LWHG OHJLWLPDF\´�� LV GHILQHG DV WKH PHDQ RI DOO WKH DERYH LWHPV�

INHLEGIT =

∑n
i=1(Ii)

n
; n = 6 �����

����� )RXQGHU H[SHULHQFH

$V GLVFXVVHG LQ WKH SUHYLRXV FKDSWHU� IRXQGHU H[SHULHQFH LV D SUR[\ LQ RXU PRGHO IRU
LQGLYLGXDO�OHYHO VRFLDO FDSLWDO� :H PHDVXUH WRWDO H[SHULHQFH RI WKH FRUSRUDWH VSLQ�
RIIV DQG GH QRYR VWDUW�XSV WRS PDQDJHPHQW WHDP� )RXQGHU H[SHULHQFH LV PHDVXUHG
DORQJ WKUHH GLPHQVLRQV�
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� 7RWDO \HDUV RI H[SHULHQFH LQ WKH LQGXVWU\ RI WKHLU QHZ ILUP �T1�

� 7RWDO \HDUV RI H[SHULHQFH LQ RWKHU LQGXVWULHV �T2�

� 7RWDO \HDUV RI DFDGHPLF HGXFDWLRQ �T3�

:H DVNHG UHVSRQGHQWV WR LQGLFDWH WKH WRWDO QXPEHU RI \HDUV RI H[SHULHQFH RI WKH
ILUP IRXQGHUV DORQJ HDFK RI WKHVH WKUHH GLPHQVLRQV�

����� 5HVRXUFH FR�RSWDWLRQ

5HVRXUFH FR�RSWDWLRQ LV GHILQHG DV REWDLQLQJ UHVRXUFHV EHORZ PDUNHW SULFH WKURXJK
WKH XVH RI VRFLDO PHFKDQLVPV �6WDUU DQG 0DF0LOODQ� ������ :H PHDVXUHG WZR GL�
PHQVLRQV RI WKLV FRQVWUXFW� ��� TXDQWLW\� D VLJQLILFDQW DPRXQW RI D UHVRXUFH ZDV
REWDLQHG WKURXJK WKH QHWZRUN RI FRQWDFWV DQG ��� ³FKHDSQHVV´ RI WKH UHVRXUFH DF�
TXLVLWLRQ �L�H� WR ZKDW H[WHQW WKH UHVRXUFH ZDV REWDLQHG EHORZ PDUNHW SULFH�� 7KH
OLVW RI UHVRXUFHV WKDW ZHUH PHDVXUHG ZDV EDVHG RQ WKH OLVWV RI UHVRXUFHV SUHVHQWHG
LQ %DUQH\ ������� :HUQHUIHOW ������ DQG 6WHIIHQVHQ HW DO� ������� DQG LV WKH VDPH
OLVW XVHG LQ WKH ³UHVRXUFH JHQHUDWRU´ GHYHORSHG WR PHDVXUH VRFLDO FDSLWDO�

� 7HFKQRORJ\ � XVH RI LQWHOOHFWXDO SURSHUW\ ULJKWV �J1 DQG J2�

� &OLHQW UHIHUUDOV �J3�Q3 DQG J4�Q4�

� 4XDOLILHG SHUVRQQHO �J5�Q5 DQG J6�Q6�

� 8VH RI IDFLOLWLHV �J7�Q7 DQG J8�Q8�

� 8VH RI HTXLSPHQW �J9�Q9 DQG J10�Q10�

� 7HFKQLFDO H[SHUWLVH �J11�Q11 DQG J12�Q12�

� 6WUDWHJLF H[SHUWLVH �J13�Q13 DQG J14�Q14�

� 2UJDQL]DWLRQDO H[SHUWLVH �J15�Q15 DQG J16�Q16�

� )LQDQFLDO UHVRXUFHV �J17�Q17 DQG J18�Q18�

� 8VH RI EUDQG QDPHV �J19�Q19 DQG J20�Q20�

5HVRXUFH FR�RSWDWLRQ ZDV PHDVXUHG IURP WZR VRXUFHV� ��� WKH QHWZRUN RI FRQWDFWV
DW ODUJH DQG ��� WKH PRWKHU FRPSDQ\� )RU HDFK RI WKH DERYH PHQWLRQHG UHVRXUFHV�
UHVSRQGHQWV ZHUH DVNHG WR UDWH WKH IROORZLQJ VWDWHPHQWV RQ ��SRLQW /LNHUW VFDOHV�
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� ³2XU QHWZRUN RI FRQWDFWV � RXU SDUHQW FRPSDQ\ KDV SURYLGHG XV ZLWK WKH XVH
RI VLJQLILFDQW DPRXQWV RI WKLV UHVRXUFH�´

� ³7KLV UHVRXUFH ZDV REWDLQHG EHORZ PDUNHW SULFH � ,W ZRXOG KDYH EHHQ PRUH
FRVWO\ WR REWDLQ WKLV UHVRXUFH RQ WKH PDUNHW�´

$JJUHJDWH LQGLFDWRUV RI WKH DPRXQW RI UHVRXUFH FR�RSWHG DQG RI UHVRXUFH ³FKHDS�
QHVV´ ZHUH FRPSXWHG IRU WKH QHWZRUN DW ODUJH �NETCOQT DQGNETCOCH� DQG
IRU WKH PRWKHU FRPSDQ\ �MCCOQT DQGMCCOCH��

7KH LQGLFDWRUV RI DPRXQW RI FR�RSWHG UHVRXUFHV ZHUH ODEHOHGNETCOQT �³QHW�
ZRUN FR�RSWDWLRQ � TXDQWLW\´� DQG MCCOQT �³PRWKHU FRPSDQ\ FR�RSWDWLRQ �
TXDQWLW\´�� 7KH\ ZHUH GHILQHG DV WKH VXPV RI WKH FR�RSWDWLRQ VFRUHV RQ WKH TXDQWLW\
GLPHQVLRQ IRU HDFK VWUDWHJLF UHVRXUFH�

NETCOQT =
∑

i

(Ji) ; i = 1, 3, 5, 7, 9, 11, 13, 15, 17, 19 �����

MCCOQT =
∑

i

(Qi) ; i = 1, 3, 5, 7, 9, 11, 13, 15, 17, 19 �����

7KH LQGLFDWRUV RI UHVRXUFH FKHDSQHVV ZHUH ODEHOHG NETCOCH �IRU ³QHWZRUN FR�
RSWDWLRQ � FKHDSQHVV´� DQGMCCOCH �IRU ³PRWKHU FRPSDQ\ FR�RSWDWLRQ � FKHDS�
QHVV´�� 7KH\ ZHUH GHILQHG DV WKH VXPV RI WKH VFRUHV RQ WKH FKHDSQHVV GLPHQVLRQ
IRU HDFK VWUDWHJLF UHVRXUFH�

NETCOCH =
∑

i

(Ji) ; i = 2, 4, 6, 8, 10, 12, 14, 16, 18, 20 �����

MCCOCH =
∑

i

(Qi) ; i = 2, 4, 6, 8, 10, 12, 14, 16, 18, 20 �����

����� 5HODWHGQHVV

)ROORZLQJ 7VDL ������� ZH IRFXV KHUH RQ UHODWHGQHVV DW D VWUDWHJLF UDWKHU WKDQ RS�
HUDWLRQDO OHYHO� 3UHYLRXV VWXGLHV RIWHQ FRQVLGHU 6,& RU 1$&( FODVVLILFDWLRQV WR
PHDVXUH UHODWHGQHVV EHWZHHQ RUJDQL]DWLRQV� %HFDXVH RI WKH ZD\ WKHVH FODVVLILFD�
WLRQV DUH VWUXFWXUHG DQG 6,&�1$&( FRGHV FROOHFWHG� UHO\LQJ H[FOXVLYHO\ RQ WKHP
ZH UXQ WKH ULVN RI H[FOXGLQJ ILUPV WKDW DUH LQ IDFW VWUDWHJLFDOO\ UHODWHG�

5HODWHGQHVV EHWZHHQ WKH DFWLYLWLHV RI WKH VSLQ�RII DQG WKRVH RI WKH PRWKHU FRP�
SDQ\ ZDV RSHUDWLRQDOL]HG DORQJ WKH IROORZLQJ GLPHQVLRQV� ��� ,QGXVWULDO UHODWHG�
QHVV �)DQ DQG /DQJ� ������ DQG ��� 7HFKQRORJLFDO UHODWHGQHVV �$XWLR HW DO�� �����
0DUNLGHV DQG :LOOLDPVRQ� ������
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,QGXVWULDO UHODWHGQHVV� ,QGXVWULDO UHODWHGQHVV UHIHUV WR WKH RYHUODS EHWZHHQ WKH
VSLQ�RII¶V DQG WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV� 7KH PHDVXUHPHQW LQVWUXPHQWV ZHUH
GHYHORSHG EDVHG RQ )DQ DQG /DQJ ������ DQG UHIHU WR KRZ FRPSOHPHQWDU\ WKH DF�
WLYLWLHV RI ERWK FRPSDQLHV DUH �L�H� WKH\ FDQ SURFXUH LQSXWV MRLQWO\� VKDUH PDUNHWLQJ
DQG GLVWULEXWLRQ�� 7KH TXHVWLRQQDLUH FRQWDLQHG WKH IROORZLQJ LWHPV ���SRLQW /LNHUW
VFDOHV��

� ³:H VKDUHG WKH VDPH VXSSOLHUV ZLWK RXU SDUHQW FRPSDQ\´ �L1�

� ³:H VKDUHG WKH VDPH FXVWRPHUV ZLWK RXU SDUHQW FRPSDQ\´ �L2�

� ³:H VKDUHG D GLVWULEXWLRQ QHWZRUN ZLWK RXU SDUHQW FRPSDQ\´ �L3�

� ³2XU SURGXFW�VHUYLFH ZDV D VXEVWLWXWH IRU WKH SURGXFW�VHUYLFH RI RXU SDUHQW
FRPSDQ\´ �L4�

� ³2XU DFWLYLWLHV ZHUH FRPSOHPHQWDU\ WR WKRVH RI RXU SDUHQW FRPSDQ\´ �L5�

$Q LQGLFDWRU RI LQGXVWULDO UHODWHGQHVV� ODEHOHG INDRELM � ZDV GHILQHG DV WKH
PHDQ RI WKH DERYH LWHPV�

INDRELM =

∑n
i=1(Li)

n
; n = 5 �����

7HFKQRORJLFDO UHODWHGQHVV� 7HFKQRORJLFDO UHODWHGQHVV PHDVXUHV ZHUH FRQVWUXF�
WHG EDVHG RQ $XWLR HW DO� ������ DQG UHIHU WR WKH VSLQ�RII¶V XWLOL]DWLRQ RI WKH VDPH
WHFKQRORJ\ DV WKH PRWKHU FRPSDQ\ IRU LWV SURGXFW RU VHUYLFH� RU D GHYHORSPHQW
RI WKDW WHFKQRORJ\� 7KH TXHVWLRQQDLUH LWHPV� XVLQJ D ��SRLQW /LNHUW VFDOH� DUH WKH
IROORZLQJ�

� ³:H XVHG VLPLODU WHFKQRORJ\ WR WKDW RI RXU SDUHQW FRPSDQ\´ �L6�

� ³7KH WHFKQRORJ\ ZH XVHG ZDV D GHYHORSPHQW RI WHFKQRORJ\ XVHG E\ RXU
SDUHQW FRPSDQ\´ �L7�

7KH LQGLFDWRU RI WHFKQRORJLFDO UHODWHGQHVV� QDPHG TECHREL� ZDV GHILQHG DV WKH
PHDQV RI WKH WZR LWHPV DERYH�

TECHREL =

∑
(L6, L7)

2
�����
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����� 0RWKHU FRPSDQ\ VXSSRUW

0RWKHU FRPSDQ\ VXSSRUW UHIHUV WR WKH G\DGLF VRFLDO FDSLWDO EHWZHHQ WKH PRWKHU
FRPSDQ\ DQG WKH VSLQ�RII� %RWK WKH VWUXFWXUDO DQG WKH UHODWLRQDO GLPHQVLRQV ZHUH
PHDVXUHG� 7KH VWUXFWXUDO GLPHQVLRQ UHIHUUHG WR WKH IUHTXHQF\ DQG VWUHQJWK RI FRQ�
WDFWV EHWZHHQ PRWKHU FRPSDQ\ DQG VSLQ�RII� 7KH UHODWLRQDO GLPHQVLRQ UHIHUUHG WR
WUXVW� WUXVWZRUWKLQHVV DQG FORVHQHVV LQ WKH UHODWLRQV� )RU FRPSOHWHQHVV� ZH DOVR
PHDVXUHG WKH FRJQLWLYH GLPHQVLRQ RI WKH G\DGLF VRFLDO FDSLWDO� PHDVXULQJ HOHPHQWV
RI PXWXDO XQGHUVWDQGLQJ EHWZHHQ PRWKHU FRPSDQ\ DQG VSLQ�RII�

7KH TXHVWLRQQDLUH FRQWDLQHG WKH IROORZLQJ LWHPV� XVLQJ D ��SRLQW /LNHUW VFDOH�

� ³:H WUXVWHG WKH SDUHQW FRPSDQ\ WR WUHDW XV IDLUO\´ �O1�

� ³7KHPRWKHU FRPSDQ\ZRXOG WDNH XQIDLU DGYDQWDJH RI XV LI JLYHQ WKH FKDQFH´
�O∗

2 UHYHUVH�FRGHG�

� ³7KH SDUHQW FRPSDQ\ ZRXOG IROORZ WKURXJK RQ WKH SURPLVHV DQG FRPPLW�
PHQWV LW KDG PDGH WR XV´ �O3�

� ³7KH SDUHQW FRPSDQ\ KDG D UHSXWDWLRQ IRU WUXVWZRUWKLQHVV �IROORZLQJ WKURXJK
RQ SURPLVHV DQG FRPPLWPHQWV� LQ WKH LQGXVWU\´ �O4�

� ³:H XVHG WR KDYH FORVH VRFLDO UHODWLRQVKLSV ZLWK WKH SHRSOH IURP RXU SDUHQW
FRPSDQ\´ �O5�

� ³:H XVHG WR VSHQG D ORW RI WLPH ZLWK SHRSOH IURP RXU SDUHQW ILUP RQ VRFLDO
RFFDVLRQV´ �O6�

� ³,Q WKLV UHODWLRQVKLS� ERWK SDUWLHV XQGHUVWRRG DQG DFFHSWHG RQH DQRWKHU¶V
JRDOV´ �O7�

� ³0LVXQGHUVWDQGLQJ ZHUH UDUH LQ RXU UHODWLRQVKLS ZLWK WKH SDUHQW FRPSDQ\´
�O8�

7KH DJJUHJDWH LQGLFDWRU RI PRWKHU FRPSDQ\ VXSSRUW� WHUPHGMCSUPM � ZDV GH�
ILQHG DV WKH PHDQ RI WKH UHVSHFWLYH LWHPV�

MCSUPM =

∑n
i=1(Oi)

n
; n = 8 ������
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����� )RXQGHUV¶ \HDUV DW WKH PRWKHU FRPSDQ\

7KH WRWDO QXPEHU RI \HDUV VSHQW E\ VSLQ�RII IRXQGHUV DW WKH PRWKHU FRPSDQ\ ZDV
PHDVXUHG GLUHFWO\ �L�H� DVNLQJ UHVSRQGHQWV WR ZULWH D QXPEHU�� %\ GHILQLWLRQ� WKLV
LQGLFDWRU DOVR LQWHJUDWHV WKH QXPEHU RI IRXQGHUV WUDQVIHUUHG IURP WKH PRWKHU FRP�
SDQ\ WR WKH VSLQ�RII� 7KH TXHVWLRQQDLUH LWHP ZRUGLQJ ZDV WKH IROORZLQJ�

³+RZ PDQ\ \HDUV LQ WRWDO GLG \RXU FRPSDQ\ IRXQGHUV ZRUN DW WKH SDUHQW FRP�
SDQ\"´ �M2�

����� 2ZQHUVKLS VWDNH RI PRWKHU FRPSDQ\

7KH RZQHUVKLS VWDNH RI WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII ZDV PHDVXUHG DV WKH
SHUFHQWDJH RI WKH VSLQ�RII¶V VKDUHKROGHUV¶ HTXLW\ KHOG E\ WKH PRWKHU FRPSDQ\ DW WKH
WLPH RI WKH FUHDWLRQ RI WKH VSLQ�RII� ,W ZDVPHDVXUHG GLUHFWO\ �L�H� DVNLQJ UHVSRQGHQWV
WR ZULWH D QXPEHU� ZLWK WKH IROORZLQJ TXHVWLRQQDLUH LWHP�

³:KDW ZDV WKH SHUFHQWDJH RI HTXLW\ WKDW WKH SDUHQW FRPSDQ\ RZQHG LQ \RXU FRP�
SDQ\ ZKHQ LW ZDV FUHDWHG"´ �K5�

��� 'DWD &ROOHFWLRQ

,Q WKH IROORZLQJ SDJHV� ZH GHVFULEH WKH VWHSV WDNHQ WR FROOHFW WKH VXUYH\ GDWD IRU
WKH VWDWLVWLFDO DQDO\VLV� :H ILUVW GHVFULEH WKH VDPSOLQJ SURFHVV DQG WKHQ WXUQ WR WKH
VXUYH\ LQVWUXPHQW�

����� ,GHQWLI\LQJ WKH VDPSOH

8QOLNH DFDGHPLF VSLQ�RIIV� ZKLFK PRWKHU RUJDQL]DWLRQV DQG SXEOLF LQVWLWXWLRQV DUH
HDJHU WR SXEOLFL]H ZLGHO\� FRUSRUDWH VSLQ�RIIV DUH UDWKHU GLIILFXOW WR LGHQWLI\� ,Q WKH
SURFHVV RI FROOHFWLQJ GDWD IRU RXU VWXG\� ZH FRQWDFWHG VHYHUDO SRWHQWLDO VHFRQGDU\
GDWD SURYLGHUV� LQFOXGLQJ VSHFLDOL]HG PHGLD� FRUSRUDWH YHQWXUH IXQGV� VSLQ�RII DV�
VRFLDWLRQV� VFLHQFH SDUNV DQG (XURSH�ZLGH DV ZHOO DV QDWLRQDO�OHYHO SXEOLF HQWUH�
SUHQHXUVKLS SURPRWLRQ ERGLHV� 8QIRUWXQDWHO\� QRQH RI WKHVH VRXUFHV ZHUH DEOH WR
SURYLGH D UHSUHVHQWDWLYH DQG VXIILFLHQWO\ XQELDVHG VDPSOH�

+DYLQJ HOLPLQDWHG VHFRQGDU\ VRXUFHV DV D YLDEOH DYHQXH WR REWDLQ D VXIILFLHQWO\
ODUJH DQG XQELDVHG VDPSOH RI FRUSRUDWH VSLQ�RIIV DQG PRWKHU FRPSDQLHV� ZH WXUQHG
WR WKH RSWLRQ RI FDUU\LQJ RXW D JHQHUDO SRSXODWLRQ VXUYH\�

7KH VXUYH\ ZRXOG EH FDUULHG RXW LQ WKH IROORZLQJ SKDVHV� ��� REWDLQLQJ D OLVW RI
FRPSDQLHV FUHDWHG LQ WKH SDVW � \HDUV� SRVVLEO\ LQ D IHZ VSHFLILF VHFWRUV �H�J� KLJK�WHFK
VHFWRUV� ��� UDQGRP VDPSOLQJ RI DPDQDJHDEOH VXEVHW RI WKDW SRSXODWLRQ� ��� VXUYH\LQJ
WKH VXEVHW WR LGHQWLI\ FRUSRUDWH VSLQ�RIIV WR EH LQFOXGHG LQ WKH VWXG\ VDPSOH�

7KH LPPHGLDWH DGYDQWDJH RI WKLV DSSURDFK� FRPSDUHG WR VHFRQGDU\ VRXUFHV� OLHG
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LQ WKH KLJKHU UHSUHVHQWDWLYLW\ RI WKH VDPSOH RI FRUSRUDWH VSLQ�RIIV� 7KLV DGYDQWDJH
QHHGHG WR EH ZHLJKHG DJDLQVW WKH SRWHQWLDOO\ KLJK FRVW RI FRQVWUXFWLQJ WKH VDPSOH
LQ WKLV PDQQHU� 7KH FHQWUDO TXHVWLRQ LQ DVVHVVLQJ WKH IHDVLELOLW\ RI WKLV RSWLRQ LV WKH
SURSRUWLRQ RI FRUSRUDWH VSLQ�RIIV LQ WKH JHQHUDO SRSXODWLRQ RI VWDUW�XSV� 7KH ORZHU
WKH SURSRUWLRQ� WKH KLJKHU WKH UDWLR EHWZHHQ FRVW DQG ILQDO VDPSOH VL]H�

+HLUPDQ DQG &ODU\VVH ������ FDUULHG RXW D VLPLODU VXUYH\ RQ UHVHDUFK�EDVHG VWDU�
WXSV LQ WKH JHQHUDO SRSXODWLRQ RI QHZO\�FUHDWHG ILUPV LQ KLJK�WHFKQRORJ\ VHFWRUV LQ
)ODQGHUV� %HOJLXP� 7KH\ HVWLPDWHG WKDW RQO\ ����� RI QHZ ILUPV DUH UHVHDUFK�
EDVHG VWDUWXSV �5%68�� 2I WKRVH 5%68� RQO\ ��� ZHUH FRUSRUDWH VSLQ�RIIV� DQG
��� ZHUH XQLYHUVLW\ VSLQ�RIIV� 7KH LQWHUVHFWLRQ RI WKRVH WZR JURXSV DPRXQWV WR
RQO\ ����� RI QHZO\ FUHDWHG ILUPV LQ KLJK�WHFK LQGXVWULHV� 7KH TXHVWLRQ LV ZKDW
SURSRUWLRQ RI FRUSRUDWH VSLQ�RIIV LV FRQWDLQHG LQ WKDW LQWHUVHFWLRQ� L�H� KRZ PDQ\
FRUSRUDWH VSLQ�RIIV DUH QRW UHVHDUFK�EDVHG� ,I WKH SURSRUWLRQ RI FRUSRUDWH VSLQ�RIIV
LQ WKH JHQHUDO SRSXODWLRQ LV WKH VDPH DV DPRQJ 5%68� ZH FRXOG H[SHFW XS WR ���
RI XVHIXO UHVSRQVHV LQ D JHQHUDO SRSXODWLRQ VXUYH\� 2Q WKH RWKHU KDQG� LI FRUSRUDWH
VSLQ�RIIV DUH PXFK PRUH FRPPRQ DPRQJ 5%68 WKDQ LQ WKH JHQHUDO SRSXODWLRQ RI
FRPSDQLHV� VXFK D VXUYH\ FRXOG SURYH XQHFRQRPLFDO DV ZH FRXOG RQO\ H[SHFW D YHU\
VPDOO QXPEHU RI XVHIXO UHVSRQVHV� DV ORZ DV ����� LI LW WXUQV RXW WKDW DOO FRUSRUDWH
VSLQ�RIIV DUH DOVR 5%68� ,Q RWKHU WHUPV� LI EHLQJ D UHVHDUFK�EDVHG VWDUW�XS KDV D
YHU\ ORZ SRVLWLYH FRUUHODWLRQ ZLWK EHLQJ D FRUSRUDWH VSLQ�RII� ZH FDQ H[SHFW D SUR�
SRUWLRQ QHDU ��� LQ WKH JHQHUDO SRSXODWLRQ RI VWDUW�XSV� 2Q WKH RWKHU KDQG� LI DV ZH
H[SHFW� EHLQJ D UHVHDUFK�EDVHG VWDUW�XS KDV D VWURQJ SRVLWLYH FRUUHODWLRQ ZLWK EHLQJ
D FRUSRUDWH VWDUW�XS� ZH ZLOO EH ORRNLQJ IRU D PXFK VPDOOHU SURSRUWLRQ RI ILUPV LQ
WKH JHQHUDO SRSXODWLRQ�

7KH VWXG\ RQ WKH LPSDFW RI FRUSRUDWH VSLQ�RIIV RQ (XURSHDQ FRPSHWLWLYHQHVV
FDUULHG RXW E\ WKH (XURSHDQ &RPPLVVLRQ �0RQFDGD�3DWHUQz�&DVWHOOR HW DO�� �����
S����� VXJJHVWV WKDW WKH DYHUDJH SURSRUWLRQ RI FRUSRUDWH VSLQ�RIIV DPRQJ WKH JHQHUDO
SRSXODWLRQ RI QHZO\�FUHDWHG ILUPV LQ WKH (8 LV ������ 7KH HVWLPDWHG SURSRUWLRQ
YDULHV FRQVLGHUDEO\ IURP RQH FRXQWU\ WR WKH RWKHU� ZLWK D PLQLPXP RI �� IRU WKH
8QLWHG .LQJGRP DQG D PD[LPXP RI ��� IRU 6SDLQ� 7KH DXWKRUV RI WKH UHSRUW VWUHVV
WKH IDFW WKDW WKHVH ILJXUHV DUH QRW GHULYHG IURP D VXUYH\� EXW RQO\ IURP H[SHUW HV�
WLPDWHV EDVHG RQ VFDUFH LQIRUPDWLRQ� DQG PD\ WKHUHIRUH GLIIHU FRQVLGHUDEO\ IURP
UHDOLW\� $OVR� SDUW RI WKH YDULDWLRQ LQ WKH HVWLPDWHV LV GXH WR GLIIHULQJ GHILQLWLRQV RI
FRUSRUDWH VSLQ�RIIV� 7KH GHILQLWLRQ XVHG LQ WKH 8. FRQVLGHUHG RQO\ VSLQ�RIIV VXS�
SRUWHG E\ WKHLU SDUHQW RUJDQL]DWLRQV� ZKHUHDV WKH 6SDQLVK GHILQLWLRQ LQFOXGHG DQ\
HPSOR\HH WKDW OHIW D FRPSDQ\ LQ RUGHU WR FUHDWH WKHLU RZQ EXVLQHVV� )RU 6ZHGHQ�
DQ HVWLPDWHG ��� RI VWDUW�XSV DUH WKRXJKW WR EH FRUSRUDWH VSLQ�RIIV� ZLWK WKLV SUR�
SRUWLRQ UHDFKLQJ DQ LPSUHVVLYH ��� LI RQO\ QHZ WHFKQRORJ\�EDVHG ILUPV �17%)V�
DUH FRQVLGHUHG� 7KLV QXPEHU VHHPV KLJK� EXW LW LV GLUHFWLRQDOO\ FRQVLVWHQW ZLWK WKH
��� IRXQG E\ +HLUPDQ DQG &ODU\VVH ������ DPRQJ UHVHDUFK�EDVHG VWDUW�XSV�
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'HVSLWH WKH ULVN RI QRW REWDLQLQJ D VXIILFLHQWO\ ODUJH VDPSOH� ZH FKRVH WR IROORZ
WKH VXUYH\ DSSURDFK� EHFDXVH RI LWV KLJK UHSUHVHQWDWLYLW\ DSSHDO� ,Q RUGHU WR PD[�
LPL]H WKH QXPEHU RI FRUSRUDWH VSLQ�RIIV LQ RXU ILQDO VDPSOH� ZH FKRVH WR IRFXV RQ
KLJK�WHFKQRORJ\ VHFWRUV��

&RPSDQLHV LQFOXGHG LQ RXU VWXG\ VKRXOG EH DJHG QR PRUH WKDQ � \HDUV DQG QR
OHVV WKDQ � \HDUV� :H VHW WKH ��\HDU OLPLW LQ RUGHU WR PD[LPL]H WKH DPRXQW RI VRFLDO
FDSLWDO YDULDQFH WKDW FDQ EH H[SODLQHG E\ LQKHULWDQFH ²DQ HYHQW ZH EHOLHYH KDV
PD[LPXP HIIHFW LQ WKH HDUO\ VWDJHV RI WKH YHQWXUH² DQG WR OLPLW UHFROOHFWLRQ ELDV�
2Q WKH RWKHU KDQG� ZH WDNH ILUPV WKDW DUH DW OHDVW � \HDUV ROG LQ RUGHU WR DOORZ VRPH
WLPH IRU HIIHFWV WR EHFRPH REVHUYDEOH�

,Q RUGHU WR LGHQWLI\ D OLVW RI FRPSDQLHV VXLWDEOH IRU D ³JHQHUDO SRSXODWLRQ VXU�
YH\´� ZH XVHG WKH 'XQ 	 %UDGVWUHHW GDWDEDVH WR REWDLQ D FRPSUHKHQVLYH OLVW RI
������ FRPSDQLHV FUHDWHG LQ 6ZLW]HUODQG EHWZHHQ ���� DQG ���� LQ KLJK�WHFK VHF�
WRUV� )URP WKLV GDWDEDVH� ZH VHOHFWHG D UDQGRP VDPSOH RI ����� ILUPV�

����� ,QVWUXPHQW

7KH PDLQ VXUYH\ LQVWUXPHQW ZDV D SDSHU�EDVHG TXHVWLRQQDLUH PDLOHG WR WKH FRPSD�
QLHV LGHQWLILHG DV GHVFULEHG DERYH�

7KH TXHVWLRQQDLUH GHVLJQ SURFHVV IROORZHG WKH UHFRPPHQGDWLRQV LQ 'LOOPDQ
������ DQG GH 9DXV ������� ,Q SDUWLFXODU� WKH IROORZLQJ PHDVXUHV ZHUH WDNHQ WR
PD[LPL]H WKH UHVSRQVH UDWH DQG WR DYRLG ELDVHG UHVSRQVHV�

$Q DFDGHPLF HQGRUVHPHQW FRYHU OHWWHU ZDV VHQW WRJHWKHU ZLWK WKH TXHVWLRQQDLUHV�
H[SODLQLQJ WKH REMHFWLYHV DQG LPSRUWDQFH RI WKH UHVHDUFK DQG DVVXULQJ UHVSRQGHQWV
RI WKH FRQILGHQWLDOLW\ RI WKH GDWD WKH\ SURYLGHG�

([WHQVLYH UHYLHZ DQG WHVWLQJ RI WKH TXHVWLRQQDLUH ZRUGLQJ ZDV FDUULHG RXW E\ H[�
WHUQDO UHYLHZHUV� 9DJXH FRQFHSWV ZHUH DYRLGHG DQG ZRUGLQJ ZDV DOZD\V FRQFUHWH�
ZLWK H[DPSOHV SURYLGHG ZKHUH FRQIXVLRQ ZDV SRVVLEOH� (YHU\ HIIRUW ZDV PDGH WR
HQVXUH WKDW QR GRXEOH�EDUUHOHG TXHVWLRQV ZHUH LQFOXGHG�

7KH TXHVWLRQQDLUH ZDV SURIHVVLRQDOO\ WUDQVODWHG LQWR *HUPDQ DQG )UHQFK� WKHQ
WUDQVODWHG EDFN LQWR (QJOLVK E\ D VHSDUDWH VHW RI QDWLYH VSHDNHUV� LQ RUGHU WR HQ�
VXUH WKH DFFXUDF\ RI WKH WUDQVODWLRQ� 7KH TXHVWLRQQDLUH ZDV WHVWHG LQ WKH RULJLQDO
GHVLJQ ODQJXDJH �(QJOLVK�� DV ZHOO DV LQ *HUPDQ DQG )UHQFK RQ QDWLYH VSHDNHUV QRW
LQYROYHG LQ LWV GHVLJQ RU LQ WKH UHVHDUFK SURMHFW�

,Q DGGLWLRQ� SRVW�KRF YHULILFDWLRQV RI TXHVWLRQQDLUH UHVSRQVHV ZHUH FDUULHG RXW�

�(XURVWDW ������ S����� GHILQHV KLJK�WHFKQRORJ\ VHFWRUV DV 1$&( FRGHV� ���� 0DQXIDFWXUH
RI SKDUPDFHXWLFDOV� PHGLFLQDO FKHPLFDOV DQG ERWDQLFDO SURGXFWV� �� 0DQXIDFWXUH RI RIILFH PD�
FKLQHU\ DQG FRPSXWHUV� �� 0DQXIDFWXUH RI UDGLR� WHOHYLVLRQ DQG FRPPXQLFDWLRQ HTXLSPHQW DQG
DSSDUDWXV� �� 0DQXIDFWXUH RI PHGLFDO� SUHFLVLRQ DQG RSWLFDO LQVWUXPHQWV� ZDWFKHV DQG FORFNV� ����
0DQXIDFWXUH RI DLUFUDIW DQG VSDFHFUDIW
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LQ RUGHU WR HQVXUH DV PXFK DV SRVVLEOH WKDW LWHP FRPSUHKHQVLRQ ZDV JRRG DQG WKDW
UHVSRQGHQWV KDG QRW EHHQ FRQIXVHG E\ WKH TXHVWLRQQDLUH LQVWUXPHQW�

7KH VXUYH\ ZDV FDUULHG RXW XVLQJ D WKUHH�ZDYH GHVLJQ� ZLWK WKH ODVW UHPLQGHU LQ�
FOXGLQJ D UHSODFHPHQW TXHVWLRQQDLUH DQG UHVSRQVH HQYHORSH� 6HOI�DGGUHVVHG� SDLG
UHWXUQ UHVSRQVH HQYHORSHV ZHUH VHQW ZLWK WKH ILUVW DQG ODVW VXUYH\ ZDYHV� 5HVSRQ�
GHQWV FRXOG DOVR UHWXUQ WKH TXHVWLRQQDLUH E\ ID[ RU H�PDLO �D GHGLFDWHG ID[ QXPEHU
DQG H�PDLO DFFRXQW ZHUH VHW XS DW WKH DFDGHPLF LQVWLWXWLRQ��

,Q DGGLWLRQ� D FRPSDQLRQ ZHEVLWH ZDV KRVWHG E\ WKH DFDGHPLF LQVWLWXWLRQ� SURYLG�
LQJ DGGLWLRQDO EDFNJURXQG LQIRUPDWLRQ DV ZHOO DV D IDFLOLW\ WR UHSODFH ORVW TXHVWLRQ�
QDLUHV DQG DVN DQ\ TXHVWLRQV UHJDUGLQJ WKH VWXG\� PHWKRGRORJ\� GDWD FRQILGHQWLDOLW\
DQG DQRQ\PLW\ RI WKH VWXG\ UHVXOWV�

2XU VXUYH\ GHVLJQ RQO\ FRQWHPSODWHV FROOHFWLQJ UHVSRQVHV IURP D VLQJOH UHVSRQ�
GHQW IURP HDFK VXUYH\HG ILUP� DV LW ZRXOG EH SUDFWLFDOO\ LQIHDVLEOH WR FROOHFW GDWD
IURP PRUH WKDQ RQH UHVSRQGHQW� 7KLV LPSOLHV WKDW ZH UXQ WKH ULVN RI LQWURGXFLQJ
FRPPRQ PHWKRG ELDV� 7R PLWLJDWH WKLV ULVN� D QXPEHU RI DGGLWLRQDO SUHFDXWLRQV
ZHUH WDNHQ LQ GHVLJQLQJ WKH TXHVWLRQQDLUH� IROORZLQJ 3RGVDNRII HW DO� �������

)LUVWO\� WKH SUHGLFWRU DQG FULWHULRQ YDULDEOHV ZHUH FORXGHG �SV\FKRORJLFDO VHSDUD�
WLRQ� E\ LQFOXGLQJ LWHPV LQ WKH TXHVWLRQQDLUH DERXW IRXQGHU EDFNJURXQG DQG ILUP LQ�
WHUQDWLRQDOL]DWLRQ� 7KH REMHFWLYH RI WKLV VWHS ZDV WR REVFXUH RXU UHVHDUFK REMHFWLYHV
IRU UHVSRQGHQWV� LQ RUGHU WR DYRLG ³VHFRQG JXHVVHV´� 6HFRQGO\� ZH PHDVXUHG RXU
FRQVWUXFWV XVLQJ GLIIHUHQW UHVSRQVH IRUPDWV �PHWKRGRORJLFDO VHSDUDWLRQ�� 7KLUGO\�
UHVSRQGHQW DQRQ\PLW\ ZDV DVVXUHG DQG SURWHFWHG�

*LYHQ WKDW LW ZDV QRW SRVVLEOH WR GLVWLQJXLVK D SULRUL EHWZHHQ FRUSRUDWH VSLQ�
RIIV DQG GH QRYR VWDUW�XSV DQG WKDW QRW DOO TXHVWLRQV ZHUH UHOHYDQW WR WKH ODWWHU �H�J�
TXHVWLRQV DERXW WKH PRWKHU FRPSDQ\�� WKH TXHVWLRQQDLUH LQFOXGHG D QXPEHU RI VNLS
SDWWHUQV GHSHQGLQJ RQ WKH DQVZHUV WR D IHZ ILOWHU TXHVWLRQV� 7KH XVH RI WKHVH VNLS
SDWWHUV DOVR KDG WKH DGYDQWDJH RI UHGXFLQJ FRQVLGHUDEO\ TXHVWLRQQDLUH OHQJWK IRU WKH
UHVSRQGHQWV� 7KH TXHVWLRQQDLUH ZDV VWUXFWXUHG DV IROORZV�

�� %DVLF GHPRJUDSKLF GDWD� FRPSDQ\ QDPH� IRXQGLQJ \HDU� QXPEHU RI IRXQGHUV

�� 7RS PDQDJHPHQW WHDP DQG ERDUG RI GLUHFWRUV

�� )LOWHU TXHVWLRQV WR LGHQWLI\ FRUSRUDWH VSLQ�RIIV

�� 6RFLDO FDSLWDO � VRFLDO FDSLWDO LQKHULWDQFH

�� 5HVRXUFH DFTXLVLWLRQ WKURXJK VRFLDO QHWZRUNV

�� 5HODWLRQV ZLWK PRWKHU FRPSDQ\ �RQO\ IRU VSLQ�RIIV�

�� 5HVRXUFH DFTXLVLWLRQ IURP PRWKHU FRPSDQ\ �RQO\ IRU VSLQ�RIIV�
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�� $GPLQLVWUDWLYH LWHPV IRU VXUYH\ IROORZ�XS

��� 6WDWLVWLFDO $QDO\VLV

7KH PRGHO GHVFULEHG LQ WKH SUHYLRXV FKDSWHU ZDV WHVWHG XVLQJ FRUUHODWLRQ DQDO\VLV�
H[SORUDWRU\ IDFWRU DQDO\VLV� PXOWLSOH UHJUHVVLRQ DQG DQDO\VLV RI YDULDQFH FDUULHG
RXW XQGHU 6366 ����� &RQILUPDWRU\ IDFWRU DQDO\VLV ZDV GRQH ZLWK $026 ����
6WDWLVWLFDO SRZHU FDOFXODWLRQV ZHUH FRQGXFWHG XVLQJ *
3RZHU�

:H VWDUW RXU DQDO\VLV E\ WHVWLQJ WKH FROOHFWHG VDPSOH GDWD WR LGHQWLI\ ELDVHV
FDXVHG E\ WKH FROOHFWLRQ PHWKRG� 7R WKLV HQG� ZH EHJLQ E\ FRPSDULQJ UHVSRQGHQWV¶
GHPRJUDSKLF FKDUDFWHULVWLFV ZLWK WKRVH RI WKH RYHUDOO VXUYH\HG VDPSOH� 1H[W� ZH
FKHFN PHDVXUHPHQW YDOLGLW\ XVLQJ &URQEDFK¶V DOSKD DQG -|UHVNRJ¶V UKR WHVWV� )L�
QDOO\� ZH WHVW IRU QRQ�UHVSRQVH� ODWH UHVSRQVH� ODQJXDJH DQG UHVSRQVH PHGLXP EL�
DVHV E\ FRPSDULQJ WKH GHPRJUDSKLF FKDUDFWHULVWLFV RI WKH DIIHFWHG ILUPV ZLWK WKRVH
RI WKH VXUYH\HG SRSXODWLRQ� DQG E\ FRQGXFWLQJ DQDO\VLV RI YDULDQFH WR GHWHFW VLJQLI�
LFDQW GLIIHUHQFHV LQ WKH UHVSRQVHV SURYLGHG E\ ILUPV UHVSRQGLQJ DW GLIIHUHQW GDWHV�
LQ GLIIHUHQW ODQJXDJHV RU XVLQJ D GLIIHUHQW PHGLXP�

:H WKHQ SURFHHG WR H[DPLQH WKH FRUUHODWLRQV EHWZHHQ WKH YDULDEOHV RI RXU PRGHO�
WR JDLQ VRPH LQVLJKW LQWR WKH LQWHUDFWLRQV DSSDUHQW LQ WKH GDWDVHW� :KLOH FRUUHODWLRQ
LV QR SURRI RI FDXVDOLW\� FDXVDOLW\ GRHV LPSO\ FRUUHODWLRQ� 7KHUHIRUH� WKH SUHVHQFH
DQG WKH VLJQ RI D FRUUHODWLRQ DPRQJ YDULDEOHV FDQ EULQJ D ILUVW HOHPHQW RI VXSSRUW WR
WKH K\SRWKHVL]HG UHODWLRQV� &RQYHUVHO\� WKH DEVHQFH RI D FRUUHODWLRQ ZKHUH D FDXVDO
UHODWLRQ KDG EHHQ K\SRWKHVL]HG ZRXOG FRQVWLWXWH HYLGHQFH WR UHMHFW VDLG K\SRWKHVLV�

0RYLQJ IRUZDUG� ZH H[DPLQH WKH FDXVDO UHODWLRQVKLSV DPRQJ WKH PRGHO YDUL�
DEOHV� 0XOWLSOH RUGLQDU\ OHDVW�VTXDUHV �2/6� UHJUHVVLRQ LV FRQGXFWHG RQ HDFK GH�
SHQGHQW YDULDEOH XVLQJ WKH SUHGLFWRUV K\SRWKHVL]HG LQ WKH PRGHO� :H WHVW IRU GLI�
IHUHQFHV LQ VRFLDO FDSLWDO VRXUFHV EHWZHHQ FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�XSV
XVLQJ XVLQJ D FRPELQDWLRQ RI RQH�ZD\ DQDO\VLV RI YDULDQFH �$129$� DQG PXOWLSOH
UHJUHVVLRQ�

)LQDOO\� ZH WHVW WKH IXOO WKHRUHWLFDO PRGHO XVLQJ SDWK DQDO\VLV� $ GHVFULSWLRQ RI
WKLV PHWKRG IROORZV EHORZ�

3DWK DQDO\VLV LV DQ H[WHQVLRQ RI PXOWLSOH UHJUHVVLRQ� ,W LV XVHG WR WHVW WKH ILW RI
RQH RU VHYHUDO FDXVDO PRGHOV DJDLQVW DQ REVHUYHG FRUUHODWLRQ PDWUL[� 3DWK DQDO\VLV
DOORZV WZR RU PRUH FDXVDO PRGHOV WR EH FRPSDUHG EDVHG RQ WKHLU ILW WR WKH GDWD�

3DWK DQDO\VLV PRGHOV DUH QRUPDOO\ GHSLFWHG LQ D ER[�DQG�DUURZ ILJXUH LQ ZKLFK
VLQJOH DUURZV LQGLFDWH FDXVDWLRQ UHODWLRQ EHWZHHQ YDULDEOHV �ER[HV�� &LUFOHV XVXDOO\
LQGLFDWH XQREVHUYHG HUURU WHUPV�

$ UHJUHVVLRQ LV FDUULHG RXW IRU HDFK YDULDEOH LQ WKH PRGHO DV D GHSHQGHQW RI WKH
YDULDEOHV WKH PRGHO LQGLFDWHV DV FDXVHV� 5HJUHVVLRQ ZHLJKWV SUHGLFWHG E\ WKH PRGHO
DUH FRPSDUHG ZLWK WKH REVHUYHG FRUUHODWLRQ PDWUL[� DOORZLQJ WR FDOFXODWH VHYHUDO
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JRRGQHVV�RI�ILW VWDWLVWLFV� 8QGHU WKH FRPPRQ SURFHGXUH� WKH PRGHO GLVSOD\LQJ WKH
EHVW JRRGQHVV�RI�ILW VWDWLVWLFV LV VHOHFWHG DV WKH ³EHVW´ PRGHO IRU DGYDQFHPHQW RI
WKHRU\ �.OHP� ������

7KH PDLQ DGYDQWDJH RI SDWK DQDO\VLV RYHU PXOWLSOH UHJUHVVLRQ LV WKDW LW DOORZV
WKH VSHFLILFDWLRQ RI LQGLUHFW HIIHFWV� 8QGHU PXOWLSOH UHJUHVVLRQ� WKH UHODWLRQVKLSV
WKDW FDQ EH VSHFLILHG DUH RI WKH IRUP $ −→ %� 8QGHU SDWK DQDO\VLV� LW LV SRVVLEOH WR
VSHFLI\ PRUH FRPSOH[ PHGLDWHG UHODWLRQVKLSV VXFK DV $ −→ % −→ &�

3DWK DQDO\VLV� DVVXPSWLRQV

3DWK DQDO\VLV UHOLHV ODUJHO\ RQ WKH VDPH DVVXPSWLRQV DV PXOWLSOH UHJUHVVLRQ� 7KH
IROORZLQJ DUH WKH PDLQ UHTXLUHPHQWV WR FDUU\ RXW D SDWK DQDO\VLV �EDVHG RQ .OLQH�
������

� /LQHDULW\� UHODWLRQVKLSV DPRQJ YDULDEOHV DUH OLQHDU �RU YDULDEOHV DUH OLQHDU
WUDQVIRUPDWLRQV��

� $GGLWLYLW\� QR LQWHUDFWLRQ HIIHFWV PD\ EH VSHFLILHG EHWZHHQ YDULDEOHV� LI
VXFK DQ HIIHFW LV QHFHVVDU\� YDULDEOHVPD\ EH GHILQHG DV LQWHUDFWLRQ FURVVSURG�
XFW WHUPV�

� 3URSHU VSHFLILFDWLRQ RI WKH PRGHO LV UHTXLUHG IRU LQWHUSUHWDWLRQ RI SDWK FR�
HIILFLHQWV� 3DWK DQDO\VLV� OLNH VWUXFWXUDO HTXDWLRQ PRGHOLQJ� LV SDUWLFXODUO\
VHQVLWLYH WR VSHFLILFDWLRQ HUURU� ZKLFK RFFXUV ZKHQ D VLJQLILFDQW FDXVDO YDUL�
DEOH LV RPLWWHG IURP WKH PRGHO� ,Q WKLV FDVH� SDWK FRHIILFLHQWV VKRZQ LQ WKH
PRGHO ZLOO UHIOHFW WKH VKDUHG FRYDULDQFH ZLWK WKH XQPHDVXUHG YDULDEOHV DQG
WKHUHIRUH VKRXOG QRW EH LQWHUSUHWHG LQ WHUPV RI GLUHFW DQG LQGLUHFW HIIHFWV�
$QRWKHU FDVH RI HUURU DULVHV ZKHQ DQWHFHGHQW YDULDEOHV DUH LQFRUUHFWO\ VSHF�
LILHG DV GHSHQGHQW YDULDEOHV� ,W VKRXOG EH QRWHG WKDW DOWKRXJK WKH LQWHUSUH�
WDWLRQ RI UHJUHVVLRQ FRHIILFLHQWV PD\ EH LQFRUUHFW XQGHU VSHFLILFDWLRQ HUURU�
WKH UHODWLYH PRGHO ILW RI GLIIHUHQW PRGHOV FDQ VWLOO EH FRUUHFWO\ FRPSDUHG�

� 5HFXUVLYLW\� UHFXUVLYH PRGHOV DUH WKRVH LQ ZKLFK WKHUH LV QR ³IHHGEDFN
ORRS´� RU LQ RWKHU ZRUGV� ZKHUH DOO DUURZV SRLQW LQ WKH VDPH GLUHFWLRQ� 5H�
FXUVLYH PRGHOV RIIHU WKH DGYDQWDJH RI QHYHU EHLQJ XQGHULGHQWLILHG�

� 0RGHO LGHQWLILFDWLRQ� XQGHULGHQWLILHG �RU XQGHWHUPLQHG� PRGHOV DUH WKRVH
LQ ZKLFK WKHUH DUH QRW HQRXJK VWUXFWXUDO HTXDWLRQV WR VROYH IRU WKH XQNQRZQV�

� 0XOWLYDULDWH QRUPDOLW\� WKLV LV D FULWLFDO DVVXPSWLRQ LQ SDWK DQDO\VLV� DQG
VWUXFWXUDO HTXDWLRQ PRGHOV LQ JHQHUDO� 6SHFLILFDOO\� 0D[LPXP�/LNHOLKRRG
�0/� HVWLPDWLRQ GHPDQGV WKDW GDWD EH PXOWLYDULDWH QRUPDO� 1RQ�QRUPDO
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GDWD OHDGV WR D QXPEHU RI SUREOHPV� LQFOXGLQJ RYHU� DQG XQGHUHVWLPDWHG
PRGHO ILW VWDWLVWLFV DQG SRWHQWLDOO\ XQUHOLDEOH UHJUHVVLRQ VLJQLILFDQFH VWDWLV�
WLFV �%\UQH� ����� 0DUVK HW DO�� ����� 0DUX\DPD� ����� 0F&DOOXP HW DO��
������

� /RZ PXOWLFROOLQHDULW\� KLJK OHYHOV RI PXOWLFROOLQHDULW\ UHVXOW LQ LQIODWHG
VWDQGDUG HUURUV RI WKH E FRHIILFLHQWV�

� 5HVLGXDO �XQPHDVXUHG� WHUPV PD\ QRW EH FRUUHODWHG ZLWK DQ\ RI WKH YDUL�
DEOHV LQ WKH PRGHO RWKHU WKDQ WKH RQH WKH\ FDXVH� ,Q SDUWLFXODU� LW LV DVVXPHG
WKDW IRU DQ\ HQGRJHQRXV YDULDEOH� LWV GLVWXUEDQFH WHUP LV XQFRUUHODWHG ZLWK
DQ\ RWKHU HQGRJHQRXV YDULDEOH LQ WKH PRGHO�

� ,GHQWLFDO VDPSOH� WKH VDPH VDPSOH PXVW EH XVHG IRU DOO UHJUHVVLRQV LQ WKH
SDWK PRGHO� WKLV FDQ EH DFKLHYHG LQ WZR ZD\V�

��� OLVWZLVH GHOHWLRQ� ZKHUH VRPH REVHUYDWLRQV DUH PLVVLQJ IRU VRPH
YDULDEOHV DQG QRW RWKHUV� WKH GDWD VHW LV UHGXFHG VR WKDW WKHUH DUH QR PLVVLQJ
YDOXHV IRU DQ\ RI WKH YDULDEOHV LQFOXGHG LQ WKH PRGHO�

��� GDWD LPSXWDWLRQ� WKH PLVVLQJ YDOXHV FDQ EH HVWLPDWHG WKURXJK VHY�
HUDOPHWKRGV� $026E\ GHIDXOW XVHVPD[LPXP OLNHOLKRRG HVWLPDWHV RIPLVV�
LQJ YDOXHV �$UEXFNOH� ������

� 6DPSOH VL]H� D VXIILFLHQW VDPSOH VL]H LV QHHGHG WR DVVHVV VLJQLILFDQFH� .OLQH
������ UHFRPPHQGV �� WLPHV DV PDQ\ FDVHV DV WKHUH DUH SDUDPHWHUV LQ WKH
PRGHO� 0RGHOV ZLWK IHZHU WKDQ � WLPHV WKH QXPEHU RI SDUDPHWHUV PD\ QRW
EH VXIILFLHQW WR WHVW WKH VLJQLILFDQFH RI PRGHO HIIHFWV�

3DWK DQDO\VLV� PRGHO ILW

,Q OLQH ZLWK FRPPRQ SUDFWLFH �%\UQH� ����� +X DQG %HQWOHU� ����� 3HUULQMDTXHW
HW DO�� ������ ZH WHVW WKH ILW RI RXU PRGHO WR WKH GDWD XVLQJ D YDULHW\ RI LQGLFHV�
6SHFLILFDOO\� ZH IROORZ WKH WHVWLQJ DSSURDFK GHYHORSHG E\ 0HVVQHU HW DO� ������
DQG XVH WKH IROORZLQJ ILW LQGLFHV� ��� &KL�6TXDUH� ��� *RRGQHVV�RI�)LW ,QGH[ �*),��
��� &RPSDUDWLYH )LW ,QGH[ �&),� DQG ��� 5RRW0HDQ 6TXDUH (UURU RI $SSUR[LPDWLRQ
�506($��

0RGHO &KL�6TXDUH� 7KH PRGHO &KL�6TXDUH WHVW FKHFNV ZKHWKHU WKH REVHUYHG
YDULDQFH�FRYDULDQFH PDWUL[ LV VLJQLILFDQWO\ GLIIHUHQW IURP WKH YDULDQFH�FRYDULDQFH
PDWUL[ SUHGLFWHG E\ WKH PRGHO� $ &KL�6TXDUH ZLWK D VLJQLILFDQW S�YDOXH �EHORZ
���� VKRZV WKDW WKHUH LV VLJQLILFDQW GLIIHUHQFH EHWZHHQ WKH REVHUYHG DQG SUHGLFWHG
YDULDQFH�FRYDULDQFH PDWUL[� DQG WKXV FDQ EH LQWHUSUHWHG DV DQ LQGLFDWLRQ RI SRRU ILW
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RI WKH WHVWHG PRGHO WR WKH GDWD� ,Q WKDW VHQVH� &KL�6TXDUH FDQ EH WKRXJKW RI DV D
³EDGQHVV�RI�ILW´ LQGLFDWRU�

*RRGQHVV�RI�)LW ,QGH[ ²*),� .QRZQ DV WKH -|UHVNRJ�6|UERP *),� WKH *RRG�
QHVV�RI�)LW ,QGH[ LV FDOFXODWHG DV *),  )0/�)2� ZKHUH )2 LV WKH ILW IXQFWLRQ ZKHQ
DOO PRGHO SDUDPHWHUV DUH ]HUR�

*), FDQ EH LQWHUSUHWHG DV WKH SHUFHQWDJH RI REVHUYHG FRYDULDQFHV H[SODLQHG E\
WKH FRYDULDQFHV LPSOLHG E\ WKH PRGHO� ,W LV RIWHQ FRPSDUHG WR 5�VTXDUH LQ PXOWLSOH
UHJUHVVLRQ� DOWKRXJK WKLV FRPSDULVRQ LV QRW HQWLUHO\ H[DFW �DV 5�VTXDUH GHDOV ZLWK
HUURU YDULDQFH� ZKHUHDV *), LV FRQFHUQHG ZLWK HUURU LQ UHSURGXFLQJ WKH REVHUYHG
YDULDQFH�FRYDULDQFH PDWUL[��

*), YDOXHV UDQJH IURP � WR �� EXW WKH LQGH[ FDQ \LHOGPHDQLQJOHVV QHJDWLYH YDOXHV
XQGHU UDUH FLUFXPVWDQFHV� %\ FRQYHQWLRQ� D PRGHO ZLWK D *), DERYH �� LV JHQHUDOO\
FRQVLGHUHG DV ILWWLQJ WKH GDWD ZHOO� *), YDOXHV XQGHU �� DUH XVXDOO\ FRQVLGHUHG SRRU
�%HQWOHU� ������

*), LV VRPHZKDW VHQVLWLYH WR VDPSOH VL]H� $ ODUJH VDPSOH VL]H WHQGV WR LQFUHDVH
*), VFRUH� &RQYHUVHO\� ODUJH YDOXHV RI df �GHJUHHV RI IUHHGRP� UHODWLYH WR VDPSOH
VL]H WHQG WR XQGHUHVWLPDWH PRGHO ILW�

&RPSDUDWLYH )LW ,QGH[²&),� 7KH%HQWOHU &RPSDUDWLYH )LW ,QGH[ FRPSDUHV WKH
H[LVWLQJ PRGHO ILW ZLWK WKH QXOO PRGHO� ZKLFK DVVXPHV WKH YDULDEOHV LQ WKH PRGHO
DUH XQFRUUHODWHG �DOVR NQRZQ DV WKH ³LQGHSHQGHQFH PRGHO´�� ,Q RWKHU ZRUGV� &),
FRPSDUHV WKH FRYDULDQFH PDWUL[ SUHGLFWHG E\ WKH PRGHO WR WKH REVHUYHG FRYDULDQFH
PDWUL[� DQG WKHQ FRPSDUHV WKH QXOO PRGHO �FRQVLVWLQJ RI D QXOO FRYDULDQFH PDWUL[�
ZLWK WKH REVHUYHG FRYDULDQFH PDWUL[� WR DVVHVV WKH SHUFHQW RI ODFN RI ILW ZKLFK LV
UHPRYHG E\ JRLQJ IURP WKH QXOO PRGHO WR WKH WHVWHG PRGHO�

2QH DGYDQWDJH RI &),� ZKLFK LW VKDUHV ZLWK 506($ �GLVFXVVHG EHORZ�� LV WKDW LW
LV DPRQJ WKH PHDVXUHV OHDVW DIIHFWHG E\ VDPSOH VL]H �)DQ HW DO�� ������ &), YDOXHV
FDQ UDQJH EHWZHHQ � DQG �� D &), FORVH WR � LQGLFDWLQJ YHU\ JRRG ILW� %\ FRQYHQWLRQ�
D &), YDOXH HTXDO WR RU JUHDWHU WKDQ �� LV UHTXLUHG WR DFFHSW WKH PRGHO� LQGLFDWLQJ
WKDW ��� RI WKH FRYDULDWLRQ LQ WKH GDWD FDQ EH UHSURGXFHG E\ WKH JLYHQ PRGHO� &),
LV LV FRPSXWHG DV IROORZV�

1−Max(Chisq − df, 0)

Max[(Chisq − df), (Chisqn− dfn), 0]
������

ZKHUH Chisq DQG Chisqn DUH PRGHO &KL�6TXDUH IRU WKH WHVWHG DQG QXOO PRGHOV UH�
VSHFWLYHO\� DQG df DQG dfn DUH WKH FRUUHVSRQGLQJ GHJUHHV RI IUHHGRP�

5RRW 0HDQ 6TXDUH (UURU RI $SSUR[LPDWLRQ ²506($� 7KLV PHDVXUH RI ILW LV
EDVHG RQ WKH QRQ�FHQWUDOLW\ SDUDPHWHU� 506($ DVNV WKH TXHVWLRQ� ³+RZ ZRXOG
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WKH PRGHO� ZLWK XQNQRZQ EXW RSWLPDOO\ FKRVHQ SDUDPHWHU YDOXHV� ILW WKH SRSXODWLRQ
FRYDULDQFH PDWUL[ LI LW ZDV DYDLODEOH"´ �%\UQH� ������ ,W LV JLYHQ E\ WKH IROORZLQJ
IRUPXOD �6WHLJHU� ������

√
c2

df−1

N − 1
������

ZKHUH c2 LV WKH YDOXH RI &KL�6TXDUH� N WKH VDPSOH VL]H DQG df WKH GHJUHHV RI IUHH�
GRP RI WKH PRGHO� ,I c2 LV OHVV WKDQ GI� WKHQ 506($ LV VHW WR ]HUR� 0RGHOV ZLWK
DQ 506($ RI ��� RU OHVV DUH JHQHUDOO\ FRQVLGHUHG WR KDYH D JRRG ILW� 0RGHOV IRU
ZKLFK 506($ LV OHVV WKDQ RU HTXDO WR ��� DUH FRQVLGHUHG DGHTXDWH� %\ FRQYHQWLRQ�
PRGHOV ZKRVH 506($ LV ��� RU PRUH DUH FRQVLGHUHG WR ILW WKH GDWD SRRUO\ �%URZQH
DQG &XGHFN� ������

7KLV LQGH[ FRPSXWHV DYHUDJH ODFN RI ILW SHU GHJUHH RI IUHHGRP� )RU WKLV UHDVRQ� LW
FDQ EH DUJXHG WKDW 506($ FRUUHFWV IRU PRGHO FRPSOH[LW\ WR VRPH H[WHQW� EHFDXVH
GI LV LQ LWV GHQRPLQDWRU� ,W LV D IUHTXHQWO\�XVHG PHDVXUH RI ILW� LQ SDUW EHFDXVH LW GRHV
QRW UHTXLUH FRPSDULVRQ ZLWK D QXOO PRGHO DQG WKXV GRHV QRW SRVLWLQJ DV SODXVLEOH D
PRGHO LQ ZKLFK WKHUH LV FRPSOHWH LQGHSHQGHQFH RI WKH YDULDEOHV �DV LV WKH FDVH ZLWK
&),�� 506($ LV RQH RI WKH ILW LQGLFHV WKDW LV OHDVW DIIHFWHG E\ VDPSOH VL]H �)DQ
HW DO�� ������

3DWK DQDO\VLV� PXOWLYDULDWH QRUPDOLW\ DQG ERRWVWUDSSLQJ DQDO\VLV

$V PHQWLRQHG LQ WKH SUHYLRXV VHFWLRQ� PXOWLYDULDWH QRUPDOLW\ LV D FULWLFDO DVVXPS�
WLRQ LQ SDWK DQDO\VLV� DQG VWUXFWXUDO HTXDWLRQ PRGHOV LQ JHQHUDO� 6SHFLILFDOO\� 0D[L�
PXP/LNHOLKRRG �0/� HVWLPDWLRQ GHPDQGV WKDW GDWD EHPXOWLYDULDWH QRUPDO �%\UQH�
����� 0DUX\DPD� ������ %HFDXVH WKLV DVVXPSWLRQ LV URRWHG LQ ODUJH�VDPSOH �L�H�
DV\PSWRWLF� WKHRU\� PXOWLYDULDWH QRUPDOLW\ LV D FRQFHUQ ZKHQ GHDOLQJ ZLWK VPDOO
VDPSOHV� EXW QRW RQO\� :HVW HW DO� ������ QRWH WKDW LQ SUDFWLFH PRVW GDWD VHWV IDLO WR
PHHW WKH PXOWLYDULDWH QRUPDOLW\ DVVXPSWLRQ�

)DLOLQJ WR PHHW WKH PXOWLYDULDWH QRUPDOLW\ DVVXPSWLRQ OHDGV WR VHYHUDO SUREOHPV�
1RQ�QRUPDO GDWD LQIODWHV &KL�VTXDUHG YDOXHV� SRWHQWLDOO\ OHDGLQJ WR UHMHFW RU H[�
FHVVLYHO\ PRGLI\ D WKHRUHWLFDOO\ VRXQG PRGHO �0F&DOOXP HW DO�� ������ 7KLV LV
FRPSRXQGHG E\ WKH IDFW WKDW &KL�VTXDUHG YDOXHV FDQ DOVR EH LQIODWHG ZKHQ VDPSOH
VL]HV DUH VPDOO� HYHQ LI GDWD LV PXOWLYDULDWH QRUPDO �%\UQH� ������ 6RPH ILW LQGLFHV�
LQ SDUWLFXODU WKH &RPSDUDWLYH )LW ,QGH[ �&),�� FDQ EH PRGHUDWHO\ XQGHUHVWLPDWHG
ZKHQ GDWD LV QRQ�QRUPDO �0DUVK HW DO�� ������ 6WDQGDUG HUURUV FDQ DOVR EH XQGHU�
HVWLPDWHG� ZLWK WKH SRWHQWLDO FRQVHTXHQFH RI UHJUHVVLRQ SDWKV DQG IDFWRU�HUURU WHUP
FRYDULDQFHV WKDW DSSHDU WR EH VLJQLILFDQW ZKHQ WKDW PD\ QRW EH WKH FDVH LQ WKH UHDO
SRSXODWLRQ �%\UQH� ������
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,Q UXQQLQJ RXU SDWK DQDO\VHV� ZH ZLOO DGGUHVV WKH LVVXH RI PXOWLYDULDWH QRUPDOLW\�
ILUVWO\ E\ DVVHVVLQJ WKH QRUPDOLW\ RI RXU YDULDEOHV LQGLYLGXDOO\� DQG DW WKH PXOWLYDUL�
DWH OHYHO XVLQJ0DUGLD¶V PXOWLYDULDWH NXUWRVLV LQGLFDWRU �0DUGLD� ������ $V D VHFRQG
VWHS� ZH ZLOO FKHFN WKH GDWD IRU RXWOLHUV� XVLQJ WKH 0DKDODQRELV PXOWLYDULDWH GLV�
WDQFH LQGLFDWRU �$UEXFNOH� ������ )LQDOO\� ZH ZLOO HYDOXDWH WKH UREXVWQHVV RI RXU
PRGHO HVWLPDWHV XVLQJ D VWDWLVWLFDO SURFHGXUH NQRZQ DV ³ERRWVWUDSSLQJ´ �(IURQ DQG
7LEVKLUDQL� ����� :HVW HW DO�� ����� <XQJ DQG %HQWOHU� ����� =KX� ������ 7KLV SUR�
FHGXUH LV UHFRPPHQGHG LQ WKH OLWHUDWXUH ZKHQ IDFHG ZLWK QRQ�QRUPDO GDWD RU VPDOO
VDPSOHV LQ VWUXFWXUDO HTXDWLRQ PRGHOLQJ �H�J� 0DF.LQQRQ HW DO� ������� 6FKQHLGHU
HW DO� ������� 6KURXW DQG %ROJHU ��������

%RRWVWUDSSLQJ LV D UHVDPSOLQJ SURFHGXUH ZKLFK FRQVLGHUV WKH RULJLQDO VDPSOH
DV UHSUHVHQWLQJ WKH SRSXODWLRQ� $ ODUJH QXPEHU RI UDQGRP VXEVDPSOHV DUH WDNHQ
IURP WKH RULJLQDO VDPSOH� ZLWK UHSODFHPHQW� )RU HDFK VXEVDPSOH� WKH SDWK DQDO�
\VLV PRGHO LV UH�UXQ� DQG WKH UHVXOWV DUH UHFRUGHG DQG XVHG WR DVVHVV WKH VWDELOLW\
RI SDUDPHWHU HVWLPDWHV DQG LQGLFHV RI ILW �.OLQH� ����� <XQJ DQG %HQWOHU� ������
%RRWVWUDSSLQJ DQDO\VLV SURYLGHV LQWHUYDOV RI FRQILGHQFH IRU WKH PRGHO SDUDPHWHU
HVWLPDWHV� DV ZHOO DV DQ DVVHVVPHQW RI RYHUDOO PRGHO ILW XVLQJ WKH %ROOHQ�6WLQH FRU�
UHFWHG S�YDOXH� ZKLFK LV UREXVW WR QRQ�QRUPDO GDWD �$UEXFNOH� ����� %ROOHQ DQG
6WLQH� ������

��� 'HVFULSWLYH 6WDWLVWLFV

,Q WKLV ILUVW VHFWLRQ� ZH EHJLQ E\ JLYLQJ D JHQHUDO GHVFULSWLRQ RI WKH VDPSOH RI FRP�
SDQLHV WKDW UHVSRQGHG WR RXU TXHVWLRQQDLUH� :H ZLOO FRYHU WKH IROORZLQJ DVSHFWV�
��� 5HVSRQVH UDWH� ��� 'HPRJUDSKLF FKDUDFWHULVWLFV DQG ��� 'HVFULSWLYH VWDWLVWLFV RI
PRGHO YDULDEOHV�

����� 5HVSRQVH UDWH

$ UDQGRP VDPSOH RI ����� ILUPV ZHUH VXUYH\HG� RXW RI D WRWDO SRSXODWLRQ RI ������
ILUPV �GDWDEDVH SURYLGHG E\ '	%�� )URP WKLV VDPSOH� ��� TXHVWLRQQDLUHV ZHUH UH�
WXUQHG DV XQGHOLYHUDEOH DQG �� FRPSDQLHV H[SOLFLWO\ UHIXVHG WR UHVSRQG �L�H� WKH\
HLWKHU VHQW DQ HPSW\ TXHVWLRQQDLUH EDFN RU D QRWH DVNLQJ WR EH UHPRYHG IURP RXU
PDLOLQJ OLVW�� :H UHFHLYHG ��� UHVSRQVHV� DPRXQWLQJ WR D ����� UHVSRQVH UDWH�

2I WKHVH ��� UHVSRQVHV� ��� SURYHG XVDEOH� DPRXQWLQJ WR DQ HIIHFWLYH UHVSRQVH
UDWH RI ����� 7KH UHPDLQLQJ UHVSRQVHV ZHUH HLWKHU WRR LQFRPSOHWH WR EH XVHG� RU
IHOO RXWVLGH RXU VDPSOLQJ FULWHULD� )RU LQVWDQFH� VRPH FRPSDQLHV KDG EHHQ FUHDWHG
RXWVLGH RXU ��������� GDWH UDQJH DQG KDG EHHQ LQFOXGHG LQ WKH '	% GDWDEDVH DV
WKH UHVXOW RI D FKDQJH LQ WKHLU HQWU\ LQ WKH UHJLVWU\ RI FRPPHUFH�
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$ IXUWKHU �� ILUPV ZHUH VHOHFWHG RXW RI WKH ILQDO VDPSOH� KDYLQJ EHHQ LGHQWL�
ILHG DV VHOI�HPSOR\HG SHUVRQV DQG QRW FRPSDQLHV LQ WKH UHJXODU VHQVH RI WKH ZRUG�
7KHUHIRUH� WKH ILQDO VDPSOH �KHUHDIWHU UHIHUUHG WR DV ³RYHUDOO VDPSOH´� FRPSULVHG
��� ILUPV�

7KLV UHVXOW FDQ EH FRQVLGHUHG VRPHZKDW GLVDSSRLQWLQJ� JLYHQ WKH UHODWLYHO\ ODUJH
EDVH VDPSOH VXUYH\HG� $VZH KDYHPHQWLRQHG� WKHUH LV YHU\ OLWWOH HPSLULFDO HYLGHQFH
RQ ZKLFK WR HVWLPDWH WKH SURSRUWLRQ RI FRUSRUDWH VSLQ�RIIV LQ WKH JHQHUDO SRSXODWLRQ
RI ILUPV� VRPH HPSLULFDO VWXGLHV VXJJHVWLRQ SURSRUWLRQV DV ORZ DV �� �+HLUPDQ DQG
&ODU\VVH� ����� DQG VRPH DV KLJK DV ��� �0RQFDGD�3DWHUQz�&DVWHOOR HW DO�� �����
S� ����� 7KH FRQVHTXHQFHV RI WKLV GLIILFXOW\ LQ HVWLPDWLQJ WKH DFWXDO SURSRUWLRQ RI
FRUSRUDWH VSLQ�RIIV DQG WKH WUDGH�RII WR EH UHDFKHG LQ EDODQFLQJ VDPSOH UHSUHVHQWD�
WLYLW\ DQG WKH ULVN RI QRW REWDLQLQJ D VXIILFLHQWO\ ODUJH VDPSOH DUH GLVFXVVHG LQ WKH
SUHYLRXV FKDSWHU� $V GLVFXVVHG� WKH DOWHUQDWLYH ZRXOG KDYH EHHQ WR VWXG\ D VDPSOH
RI NQRZQ FRUSRUDWH VSLQ�RIIV DQG D QXPEHU RI RSWLRQV WR WKLV HIIHFW KDYH EHHQ GH�
VFULEHG LQ WKH SUHYLRXV FKDSWHU� +RZHYHU� VLQFH DOO WKRVH SRWHQWLDO VRXUFHV UDLVHG
VXEVWDQWLDO VDPSOLQJ ELDV LVVXHV� WKH DSSURDFK RI D JHQHUDO ILUP SRSXODWLRQ VXUYH\
ZDV DGRSWHG� GHVSLWH WKH ULVN RI DQ XQNQRZQ XVDEOH UHVSRQVH UDWH�

,Q RUGHU WR HQVXUH H[�SRVW UHSUHVHQWDWLYLW\ RI WKH VDPSOH� WKH FROOHFWHG ILUP GDWD
ZLOO EH FRPSDUHG LQ WKH QH[W VHFWLRQV DORQJ WKH LQIRUPDWLRQ GLPHQVLRQV DYDLODEOH
�ODQJXDJH� LQGXVWU\ DQG FRPSDQ\ DJH� WR WKH JHQHUDO SRSXODWLRQ RI QHZO\�FUHDWHG
ILUPV �L�H� WKH WRWDO GDWDEDVH RI FRPSDQLHV SURYLGHG E\'	%�� DV ZHOO DV WKH SRSXOD�
WLRQ RI ����� VXUYH\HG ILUPV� &RPSDQLHV LGHQWLILHG DV VSLQ�RIIV DUH DOVR FRPSDUHG
GHPRJUDSKLFDOO\ WR WKH WRWDO VDPSOH RI UHVSRQGLQJ FRPSDQLHV� ,GHDOO\� ZH ZRXOG
DOVR OLNH WR FRPSDUH RXU VDPSOH RI VSLQ�RIIV WR RWKHU VDPSOHV RI NQRZQ 6ZLVV KLJK
WHFK FRUSRUDWH VSLQ�RIIV� +RZHYHU� WR WKH EHVW RI RXU NQRZOHGJH� WKLV LV WKH ILUVW HP�
SLULFDO VWXG\ RI 6ZLVV FRUSRUDWH VSLQ�RIIV� PDNLQJ WKLV ODVW FRPSDULVRQ LPSRVVLEOH
DW WKH WLPH RI WKLV ZULWLQJ�

����� 'HPRJUDSKLF FKDUDFWHULVWLFV

,Q WKH IROORZLQJ SDJHV� ZH ZLOO GHVFULEH WKH RYHUDOO VDPSOH DORQJ WKH IROORZLQJ
GLPHQVLRQV� ��� 1XPEHU RI VSLQ�RIIV� ��� ,QGXVWU\� ��� &RPSDQ\ DJH� ��� 5HVSRQVH
ODQJXDJH DQG ��� 5HVSRQVH PHGLXP�

1XPEHU RI VSLQ�RIIV

7KH RYHUDOO VDPSOH LQFOXGHG �� FRUSRUDWH VSLQ�RIIV ������� DQG � DFDGHPLF VSLQ�
RIIV ������� 7KH QXPEHU RI GH QRYR VWDUWXSV ZDV �� ��������

7KH GLVWULEXWLRQ RI FRUSRUDWH DQG DFDGHPLF VSLQ�RIIV DQG GH QRYR VWDUW�XSV LV
LOOXVWUDWHG E\ 7DEOH ����
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7DEOH ���� 2YHUDOO VDPSOH� QXPEHU RI FRUSRUDWH DQG DFDGHPLF VSLQ�RIIV DQG GH QRYR
VWDUW�XSV

7\SH )UHTXHQF\ 3HUFHQW &XPXODWLYH 3HUFHQW
&RUSRUDWH VSLQ�RII �� ���� ����
$FDGHPLF VSLQ�RII � ��� ����
2UGLQDU\ VWDUW�XS �� ���� �����
7RWDO ��� ����� �����

,QGXVWU\

7KH RYHUDOO VDPSOH LV ODUJHO\ GRPLQDWHG E\ ILUPV DFWLYH LQ WKH ,7 LQGXVWU\� 1$&(
FRGHV FRUUHVSRQGLQJ WR ³'DWD 3URFHVVLQJ´� ³6RIWZDUH´ DQG ³'DWD 3URFHVVLQJ 6HU�
YLFHV´ PDNH XS ����� RI WKH VDPSOH� $PRQJ FRUSRUDWH VSLQ�RIIV RQO\� WKH LQGXVWU\
SURSRUWLRQV DUH URXJKO\ WKH VDPH� ZLWK WKH DERYH FDSWLRQHG1$&( FRGHVPDNLQJ XS
����� RI WKH VDPSOH� 7DEOH ��� VKRZV WKH UHVSRQVH UDWHV E\ LQGXVWU\ FODVVLILFDWLRQ�

7KLV LV FRQVLVWHQW ZLWK WKH LQGXVWU\ GLVWULEXWLRQ DPRQJ WKH WRWDO OLVW RI �����
VXUYH\HG FRPSDQLHV� ZKHUH ³'DWD 3URFHVVLQJ´� ³6RIWZDUH´ DQG ³'DWD 3URFHVVLQJ
6HUYLFHV´ UHSUHVHQW ����� RI WKH VDPSOH� 7KH LQGXVWU\ GLVWULEXWLRQ LV DOVR FRQVLV�
WHQW ZLWK WKDW RI WKH WRWDO GDWDEDVH RI ������ FRPSDQLHV SURYLGHG E\ '	% DQG WKH
����� ILUP VXUYH\ VDPSOH�

&RPSDQ\ DJH

*LYHQ RXU VHOHFWLRQ FULWHULD� WKH ³DJH´ RI FRPSDQLHV LQFOXGHG LQ WKH VWXG\� L�H� WKH
GLIIHUHQFH EHWZHHQ WKH IRXQGLQJ GDWH DQG WKH WLPH RI VXUYH\� UDQJHG IURP � WR �
\HDUV� $V FDQ EH VHHQ LQ 7DEOH ���� WKH FRPSDQLHV LQ WKH RYHUDOO VDPSOH ZHUH TXLWH
HYHQO\ VSUHDG DORQJ WKLV DJH UDQJH� RQO\ WKH ��\HDU�ROG FRPSDQLHV EHLQJ OHVV UHS�
UHVHQWHG� $OO DJH FDWHJRULHV IURP � WR � \HDUV PDGH XS EHWZHHQ ���� DQG ����� RI
WKH VDPSOH� ZLWK ��\HDU�ROG FRPSDQLHV PDNLQJ XS RQO\ �����

/RRNLQJ QRZ RQO\ DW FRUSRUDWH VSLQ�RIIV� WKH DJH GLVWULEXWLRQ LV JHQHUDOO\ VLPLODU�
ZLWK D VRPHZKDW KLJKHU SURSRUWLRQ RI � �������� � ������� DQG ��\HDU ROG FRP�
SDQLHV ������� DQG HYHQ ORZHU SURSRUWLRQ RI ��\HDU�ROG FRPSDQLHV ������� 7KH
DJH GLVWULEXWLRQ LV DOVR FRQVLVWHQW ZLWK WKDW RI WKH WRWDO GDWDEDVH RI ������ ILUPV
SURYLGHG E\ '	% DQG WKH ����� ILUP VXUYH\ VDPSOH�

4XHVWLRQQDLUH ODQJXDJH

4XHVWLRQQDLUHV ZHUH PDLOHG RXW LQ *HUPDQ RU )UHQFK ODQJXDJH� GHSHQGLQJ RQ WKH
SRVWDO FRGH RI HDFK FRPSDQ\ DQG WKH ODQJXDJH LQIRUPDWLRQ VXSSOLHG E\ '	%� 2WKHU
ODQJXDJH YHUVLRQV RI WKH TXHVWLRQQDLUH ZHUH DYDLODEOH XSRQ UHTXHVW�

7KH ODQJXDJH VHOHFWLRQ PHWKRG SURYHG UHOLDEOH� LQ WKH RYHUDOO VDPSOH� ����� RI
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7DEOH ���� 2YHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV� LQGXVWU\ GLVWULEXWLRQ

2YHUDOO VDPSOH
,QGXVWU\ )UHTXHQF\ � &XPXODWLYH �
3KDUPDFHXWLFDO UDZ PDWHULDOV � ��� ���
'DWD 3URFHVVLQJ (TXLSPHQW � ��� ���
3URGXFWLRQ RI UDGLR DQG 79 HTXLSPHQW � ��� ���
0HGLFDO HTXLSPHQW � ��� ���
0HDVXUHPHQW� FRQWURO DQG QDY� HTXLSW � �� ���
:DWFKHV � ��� ����
7HOHFRPPXQLFDWLRQV � ��� ����
6RIWZDUH �� ���� ����
'DWD SURFHVVLQJ VHUYLFHV � ��� ����
'DWD SURFHVVLQJ �� ���� ����
5	'� HQJLQHHULQJ DQG PHGLFDO � ��� ����
5HVHDUFK LQ ODZ� HFRQRPLFV DQG VRF� VFLHQFHV � ��� �����
7RWDO ��� ����� �����
&RUSRUDWH VSLQ�RIIV
,QGXVWU\ )UHTXHQF\ � &XPXODWLYH �
3KDUPDFHXWLFDO UDZ PDWHULDOV � ��� ���
'DWD 3URFHVVLQJ (TXLSPHQW � ��� ���
3URGXFWLRQ RI UDGLR DQG 79 HTXLSPHQW � ��� ����
0HGLFDO HTXLSPHQW � ��� ����
:DWFKHV � ��� ����
7HOHFRPPXQLFDWLRQV � ��� ����
6RIWZDUH �� ���� ����
'DWD SURFHVVLQJ VHUYLFHV � ��� ����
'DWD SURFHVVLQJ �� ���� ����
5	'� HQJLQHHULQJ DQG PHGLFDO � ��� �����
7RWDO �� ����� �����
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7DEOH ���� 2YHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV� FRPSDQ\ DJH GLVWULEXWLRQ

2YHUDOO VDPSOH
$JH )UHTXHQF\ � &XPXODWLYH �
� �� ���� ����
� �� ���� ����
� �� ���� ����
� �� ���� ����
� �� ���� ����
� �� ���� ����
� � ��� �����
7RWDO ��� ����� �����
&RUSRUDWH VSLQ�RIIV
$JH )UHTXHQF\ � &XPXODWLYH �
� �� ���� ����
� �� ���� ����
� � ���� ����
� � ���� ����
� �� ���� ����
� � ���� ����
� � ��� �����
7RWDO �� ����� �����
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UHVSRQGHQWV DQVZHUHG LQ )UHQFK DQG ����� LQ *HUPDQ� 7KLV LV FRQVLVWHQW ZLWK WKH
ODQJXDJH SURSRUWLRQV LQ WKH ����� ILUP VXUYH\ VDPSOH DQG WKH WRWDO ������ ILUPV
'	% GDWDEDVH� ZKLFK ZHUH ����� *HUPDQ DQG ����� )UHQFK ODQJXDJH�

$PRQJ FRUSRUDWH VSLQ�RIIV� ����� UHVSRQGHG LQ )UHQFK DQG ����� LQ *HUPDQ�

5HVSRQVH PHGLXP

$OWKRXJK DOO TXHVWLRQQDLUHV ZHUH VHQW RXW LQ SDSHU IRUP� FRPSDQLHV ZHUH RIIHUHG D
FKRLFH RI WKUHH UHVSRQVH PHGLD LQ RUGHU WR IDFLOLWDWH UHVSRQGLQJ DQG PD[LPL]H WKH
UHVSRQVH UDWH� 7KH DYDLODEOH PHGLD ZHUH ��� WR XVH WKH SDLG UHWXUQ HQYHORSH DQG
PDLO WKH ILOOHG TXHVWLRQQDLUH EDFN� ��� WR ID[ WKH ILOOHG TXHVWLRQQDLUH EDFN DQG ���
WR GRZQORDG DQG UHWXUQ D TXHVWLRQQDLUH LQ HOHFWURQLF IRUP �E\ H�PDLO�� 7KLV ODWWHU
PHWKRG ZDV QRW XVHG E\ DQ\ FRPSDQ\� ,Q ��� RI FDVHV� UHVSRQVHV ZHUH VHQW EDFN
XVLQJ WKH SDSHU TXHVWLRQQDLUH� 7KLV SURSRUWLRQ UHPDLQHG FRQVWDQW LQ WKH RYHUDOO
VDPSOH DQG DPRQJ FRUSRUDWH VSLQ�RIIV� DV VKRZQ LQ 7DEOH ����

7DEOH ���� 5HVSRQVH PHGLXP� RYHUDOO VDPSOH DQG FRUSRUDWH VSLQ�RIIV

7\SH 3DSHU ��� )D[ ��� 7RWDO ���
2YHUDOO VDPSOH ���� ��� �����
&RUSRUDWH VSLQ�RIIV ���� ��� �����

��� 9DOLGLW\ RI 0HDVXUHPHQWV

,Q WKH SUHVHQW VHFWLRQ� ZH ZLOO DVVHVV WKH YDOLGLW\ RI WKH PHDVXUHPHQWV FDUULHG RXW
XVLQJ RXU TXHVWLRQQDLUH LQVWUXPHQW� $V WKLV LV D QHZO\�GHYHORSHG TXHVWLRQQDLUH�
ZH QHHG WR FKHFN WKH YDOLGLW\ DQG XQLGLPHQVLRQDOLW\ RI WKH PHDVXUHPHQWV� :H
ZLOO EHJLQ E\ FDOFXODWLQJ WKH &URQEDFK DOSKD DQG -|UHVNRJ UKR IRU WKH WKHRUHWLFDO
PHDVXUHPHQWV FRQVWUXFWHG IURP PXOWLSOH TXHVWLRQQDLUH LWHPV� 7KHQ� ZH ZLOO FKHFN
IRU SRWHQWLDO XQLQWHQGHG DVVRFLDWLRQ EHWZHHQ VRPH RI WKH TXHVWLRQQDLUH LWHPV WKDW
LQYROYH UHODWHG ODQJXDJH� 6SHFLILFDOO\� DV GLVFXVVHG LQ WKH 2SHUDWLRQDOL]DWLRQV VHF�
WLRQ� WKH UHVRXUFH FRPSRQHQW ZDV LQWHJUDWHG LQ WKH RSHUDWLRQDOL]DWLRQV RI VWUXFWXUDO
DQG UHODWLRQDO VRFLDO FDSLWDO� ZKLFK FRXOG SRWHQWLDOO\ OHDG WR XQLQWHQGHG DVVRFLD�
WLRQ ZLWK WKH TXHVWLRQQDLUH LWHPV RQ UHVRXUFH FR�RSWDWLRQ� :H ZLOO FKHFN WKLV XVLQJ
IDFWRU DQDO\VLV�

$V GHVFULEHG LQ WKH SUHYLRXV FKDSWHU� VRPH YDULDEOHV XVHG LQ WKH PRGHO DUH PHD�
VXUHG GLUHFWO\ E\ D VLQJOH HQWU\ RI WKH VXUYH\ LQVWUXPHQW� 7KHVH VLQJOH�LWHP YDUL�
DEOHV DUH�

� 0RWKHU FRPSDQ\¶V HTXLW\ VKDUH LQ WKH VSLQ�RII �K5�

� 7RWDO QXPEHU RI \HDUV VSLQ�RII IRXQGHUV ZRUNHG DW WKHPRWKHU FRPSDQ\ �M2�
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2WKHU PRGHO YDULDEOHV� KRZHYHU� DUH FRQVWUXFWHG IURP PXOWLSOH TXHVWLRQQDLUH HQ�
WULHV DQG PXVW WKHUHIRUH EH WHVWHG IRU YDOLGLW\� &URQEDFK¶V DOSKD LV D PHDVXUH RI
LQWHUQDO FRQVLVWHQF\ RI D SV\FKRPHWULF LQVWUXPHQW� ,W LQGLFDWHV WKH H[WHQW WR ZKLFK
D VHW RI WHVW LWHPV FDQ EH WUHDWHG DV PHDVXULQJ D VLQJOH ODWHQW YDULDEOH� %\ FRQYHQ�
WLRQ� &URQEDFK¶V DOSKD YDOXHV ORZHU WKDQ WKDQ ��� DUH GHHPHG LQVXIILFLHQW�

6RPH RI WKH PDUJLQ QRWHV LQ UHVSRQVHV WR WKH TXHVWLRQQDLUHV OHDG XV WR GHWHFW WZR
SRWHQWLDO TXHVWLRQ LQWHUSUHWDWLRQ SUREOHPV�

� ,Q WKH LWHPV UHODWLQJ WR WKH FRQVWUXFW RI 0RWKHU FRPSDQ\ VXSSRUW� LWHP O∗
2

�³7KHPRWKHU FRPSDQ\ZRXOG WDNH XQIDLU DGYDQWDJH RI XV LI JLYHQ WKH FKDQFH´�
ZDV QRW WUDQVODWHG ZLWK H[DFWO\ WKH VDPH QHJDWLYH QXDQFH LQ )UHQFK DQG LQ
*HUPDQ�

� 6RPH UHVSRQGHQWV VHHP WR KDYH KDG WURXEOH XQGHUVWDQGLQJ WKH QRWLRQ RI WKH
QHWZRUN RU WKH PRWKHU FRPSDQ\ SURYLGLQJ ³FOLHQW UHIHUHQFHV´ DV D UHVRXUFH�

,QLWLDO &URQEDFK DOSKD FDOFXODWLRQV LQGLFDWHG WKDW WKH SUREOHP GLG QRW DSSHDU WR EH
VHULRXV �DOO FRQFHUQHG LQGLFDWRUV VFRUHG ZHOO DERYH WKH FRQYHQWLRQDO WKUHVKROG RI
����� 'HVSLWH WKLV� ZH GHFLGHG WR GURS WKH RIIHQGLQJ LWHPV IURP WKH ILQDO FRQVWUXFWV
LQ RUGHU WR DYRLG DQ\ XQUHOLDELOLW\ GXH WR SRRU ZRUGLQJ� ,Q VXPPDU\� ZH DPHQGHG
WKH LQGLFDWRUV DV IROORZV�

� ,QKHULWHG FRQWDFWV� ZH GURSSHG WKH LWHP RQ ³FOLHQW UHIHUUDOV´� DV LW DSSHDUHG
WR KDYH EHHQ XQFOHDU� WR IRUP LQGLFDWRU RESGENI2

� 0RWKHU FRPSDQ\ VXSSRUW� ZH GURSSHG WKH LWHP RQ XQIDLU WUHDWPHQW� EHFDXVH
RI WKH DSSDUHQW WUDQVODWLRQ LQFRQVLVWHQF\� DQG IRUPHG LQGLFDWRUMCSUPM2

� 1HWZRUN UHVRXUFH FR�RSWDWLRQ TXDQWLW\� ZH GURSSHG ³FOLHQW UHIHUUDOV´� IRU
FRQVLVWHQF\ZLWK WKH LQKHULWHG FRQWDFWVPHDVXUHPHQWV� WR IRUPNETCOQT2

� 1HWZRUN UHVRXUFH FR�RSWDWLRQ FKHDSQHVV� ZH GURSSHG ³FOLHQW UHIHUUDOV´ IRU
FRQVLVWHQF\ WR IRUP NETCOCH2

� 0RWKHU FRPSDQ\ UHVRXUFH FR�RSWDWLRQ TXDQWLW\� ZH GURSSHG ³FOLHQW UHIHU�
UDOV´ IRU FRQVLVWHQF\� WR IRUPMCCOQT2

� 0RWKHU FRPSDQ\ UHVRXUFH FR�RSWDWLRQ FKHDSQHVV� ZH GURSSHG ³FOLHQW UHIHU�
UDOV´ IRU FRQVLVWHQF\� WR IRUPMCCOCH2

7DEOH ��� VKRZV WKH ILQDO &URQEDFK¶V DOSKDV IRU HDFK YDULDEOH DIWHU WKH DERYH PRGL�
ILFDWLRQ� $OO LQGLFDWRUV H[KLELW VDWLVIDFWRU\ UHOLDELOLW\� ZLWK &URQEDFK¶V DOSKD YDOXHV
FRPSULVHG EHWZHHQ ���� DQG ����� 2QO\ WKH FRQVWUXFW RI 7HFKQRORJLFDO UHODWHGQHVV
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\LHOGHG D &URQEDFK¶V DOSKD YDOXH EHORZ WKH FRQYHQWLRQDO WKUHVKROG RI ���� LQGL�
FDWLQJ HLWKHU XQUHOLDELOLW\ RU PXOWLGLPHQVLRQDOLW\� 7R H[SORUH WKLV� ZH FRQGXFWHG D
IDFWRU DQDO\VLV RQ WKH WZR LWHPV WKDW PDNH XS WKLV FRQVWUXFW� 7KH UHVXOWV DOORZ XV
WR UXOH RXW PXOWLGLPHQVLRQDOLW\� DV D VLQJOH�IDFWRU VROXWLRQ DFFRXQWV IRU RYHU ���
RI WKH YDULDQFH RI WKH PHDVXUHG LWHPV� &URQEDFK¶V DOSKD LV NQRZQ WR XQGHUHVWL�
PDWH UHOLDELOLW\� LQ SDUWLFXODU IRU LQGLFDWRUV FRPSXWHG IURP IHZ LWHPV �)RUQHOO DQG
/DUFNHU� ����� *UHHQH DQG &DUPLQHV� ����� 1RYLFN DQG /HZLV� ����� 9HKNDODKWL
HW DO�� ������ $V WKLV FRQVWUXFW LV EDVHG RQ RQO\ WZR TXHVWLRQQDLUH LWHPV� ZH DUH QRW
RYHUO\ FRQFHUQHG E\ WKHPDUJLQDOO\ ORZ UHVXOW� ,Q WKLV FDVH� DVVXPLQJ FRQVWDQW DYHU�
DJH FRUUHODWLRQV� RQH DGGLWLRQDO LWHP ZRXOG LQFUHDVH &URQEDFK¶V DOSKD WR ����� DQG
WZR DGGLWLRQDO LWHPV ZRXOG LQFUHDVH DOSKD WR ����� )RU WKHVH UHDVRQV� WKH FRQVWUXFW
ZLOO EH UHWDLQHG IRU WKH DQDO\VLV� DOWKRXJK WKLV FDYHDW VKRXOG EH NHSW LQ PLQG�

7DEOH ���� &RQVWUXFW UHOLDELOLW\ �&URQEDFK¶V DOSKD�

&RQVWUXFW &URQEDFK¶V α
,QGXVWULDO UHODWHGQHVV ����
7HFKQRORJLFDO UHODWHGQHVV ����
0RWKHU FRPSDQ\ VXSSRUW ����
,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO ����
,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ����
1HW� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ����
1HW� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����

$V D PHDQV WR RYHUFRPH WKH OLPLWDWLRQV RI &URQEDFK¶V DOSKD� DQG VSHFLILFDOO\
WKH XQGHUHVWLPDWLRQ RI UHOLDELOLW\� ZH FRQGXFWHG D &RQILUPDWRU\ )DFWRU $QDO\VLV
�&)$� LQ RUGHU WR FRPSXWH -|UHVNRJ¶V UKR FRHIILFLHQW �)RUQHOO DQG /DUFNHU� �����
-|UHVNRJ� ������ 7KLV FRHIILFLHQW RIIHUV WKH DGYDQWDJH RI H[SOLFLWO\ WDNLQJ LQWR DF�
FRXQW PHDVXUHPHQW HUURU RQ WKH LQGLYLGXDO LWHPV DQG RI QRW EHLQJ ELDVHG E\ WKH
QXPEHU RI LWHPV LQ WKH LQGLFDWRUV� -|UHVNRJ¶V UKR LV FRPSXWHG EDVHG RQ WKH ORDG�
LQJV RI WKH UHJUHVVLRQ SDWKV EHWZHHQ WKH LQGLYLGXDO TXHVWLRQQDLUH LWHPV DQG WKH OD�
WHQW YDULDEOHV WKDW WKH\ DUH VXSSRVHG WR PHDVXUH� WKH YDULDQFH RI WKH ODWHQW YDULDEOH
DQG WKH YDULDQFH RI WKH HUURU WHUPV� 7KH KLJKHU WKH ORDGLQJV RI WKH LQGLYLGXDO UHJUHV�
VLRQV DQG WKH ORZHU WKH HUURU WHUPV� WKH KLJKHU WKH UKR FRHIILFLHQW� 0DWKHPDWLFDOO\�
WKH UKR FRHIILFLHQW LV GHILQHG DV IROORZV�

ρ =
(
∑p

i+1 λyi)
2 × var(η)

(
∑p

i+1 λyi)
2 × var(η) +

∑p
i=1 var(εyi)

������

ZKHUH λyi LV WKH ORDGLQJ RI WKH ith LQGLFDWRU� var(η) LV WKH YDULDQFH RI WKH ODWHQW
YDULDEOH DQG var(εyi LV WKH YDULDQFH RI WKH HUURU WHUP �L�H�� 1− λ2yi��
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-|UHVNRJ¶V UKR FRHIILFLHQW YDOXHV UDQJH IURP � WR � DQG LW LV FRPPRQ SUDFWLFH WR
DFFHSW YDOXHV RYHU ��� DV LQGLFDWLQJ D JRRG UHOLDELOLW\ �)RUQHOO DQG /DUFNHU� �����
9DOHWWH�)ORUHQFH� ������ +DYLQJ FDOFXODWHG WKH ORDGLQJ RI HDFK TXHVWLRQQDLUH LWHP
WR WKH ODWHQW YDULDEOHV WKH\ ZHUH VXSSRVHG WKH PHDVXUH� ZH FDOFXODWHG D UKR FRHI�
ILFLHQW IRU HDFK FRQVWUXFW� 7KH UHVXOWV RI WKLV DQDO\VLV� VXPPDUL]HG LQ 7DEOH ����
VKRZ WKDW WKH TXHVWLRQQDLUH LWHPV ORDG UHOLDEO\ RQ HDFK ODWHQW FRQVWUXFW� ZLWK DOO
-|UHVNRJ¶V UKR YDOXHV FRPSULVHG EHWZHHQ ���� DQG �����

7DEOH ���� &RQVWUXFW UHOLDELOLW\ �-|UHVNRJ¶V UKR�

&RQVWUXFW -|UHVNRJ¶V ρ
,QGXVWULDO UHODWHGQHVV ����
7HFKQRORJLFDO UHODWHGQHVV ����
0RWKHU FRPSDQ\ VXSSRUW ����
,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO ����
,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\� ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����

*LYHQ WKHVH UHVXOWV� ZH DUH VDWLVILHG ZLWK WKH UHOLDELOLW\ RI WKH PHDVXUHPHQW LQ�
VWUXPHQW XVHG LQ RXU GDWD FROOHFWLRQ� $V D VLGH QRWH� ZH ILQG WKLV UHVXOW WR EH TXLWH
HQFRXUDJLQJ� JLYHQ WKDW WKH PHDVXUHPHQW LQVWUXPHQWV DUH WULHG IRU WKH ILUVW WLPH LQ
WKLV UHVHDUFK�

'HVSLWH WKDW VDWLVIDFWRU\ -|UHVNRJ¶V UKR YDOXHV� LW LV VWLOO SRVVLEOH WKDW WKHUH LV
XQLQWHQGHG DVVRFLDWLRQ EHWZHHQ VRPH RI RXU FRQVWUXFWV� ,Q RWKHU ZRUGV� TXHVWLRQ�
QDLUH LWHPV WKDW PHDVXUH VDWLVIDFWRULO\ D WKHRUL]HG ODWHQW YDULDEOH FRXOG HTXDOO\ ZHOO
PHDVXUH DQRWKHU ODWHQW YDULDEOH� 6SHFLILFDOO\� WKH RSHUDWLRQDOL]DWLRQV RI RXU VWUXF�
WXUDO DQG UHODWLRQDO VRFLDO FDSLWDO FRQVWUXFWV� EDVHG RQ WKH ZRUN RI /LQ HW DO� �������
LQFRUSRUDWH D UHVRXUFH HOHPHQW� ,W LV WKHUHIRUH SRVVLEOH WKDW UHVSRQGHQWV¶ DQVZHUV
WR WKHVH LWHPV DUH DVVRFLDWHG LQ DQ XQLQWHQGHG ZD\ ZLWK WKH DQVZHUV WR WKH LWHPV RQ
UHVRXUFH FR�RSWDWLRQ�

,Q RUGHU WR FKHFN IRU WKLV SRVVLEOH XQLQWHQGHG DVVRFLDWLRQ� ZH FRQGXFWHG DQ H[�
SORUDWRU\ IDFWRU DQDO\VLV �()$� RQ WKH TXHVWLRQQDLUH LWHPV PHDVXULQJ ,QKHULWHG
VWUXFWXUDO VRFLDO FDSLWDO� ,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO� 1HWZRUN UHVRXUFH FR�
RSWDWLRQ TXDQWLW\ DQG 1HWZRUN UHVRXUFH FR�RSWDWLRQ FKHDSQHVV� :H H[SHFWHG WR
ILQG WKDW � IDFWRUV DFFRXQW IRU PRVW RI WKH REVHUYHG YDULDQFH� ZLWK LWHPV ORDGLQJ
RQ IDFWRUV FRUUHVSRQGLQJ WR 6WUXFWXUDO VRFLDO FDSLWDO� UHODWLRQDO VRFLDO FDSLWDO DQG
UHVRXUFH FR�RSWDWLRQ� :H XVHG SULQFLSDO FRPSRQHQW DQDO\VLV IRU H[WUDFWLQJ IDFWRUV�
DORQJ ZLWK D 9DULPD[ URWDWLRQ DOJRULWKP�

$ FULWLFDO TXHVWLRQ GLVFXVVHG LQ WKH OLWHUDWXUH RQ ()$ LV GHFLGLQJ RQ WKH QXPEHU
RI IDFWRUV WR H[WUDFW� DV WKH XVHIXOQHVV RI ()$ GHSHQGV RQ GLVWLQJXLVKLQJ LPSRUWDQW
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IDFWRUV IURP WULYLDO RQHV �)DEULJDU HW DO�� ����� +D\WRQ HW DO�� ������ ([WUDFWLQJ WKH
ZURQJ QXPEHU RI IDFWRUV FDQ VLJQLILFDQWO\ DOWHU WKH VROXWLRQ DQG WKH LQWHUSUHWDWLRQ
RI WKH UHVXOWV� ([WUDFWLQJ WRR IHZ IDFWRUV FDQ OHDG WR LQIRUPDWLRQ ORVV DQG VXEVWDQ�
WLDO GLVWRUWLRQ LQ WKH VROXWLRQ� VSHFLILFDOO\ LQ WKH ORDGLQJV RI YDULDEOHV� 7RR PDQ\
IDFWRUV� RQ WKH RWKHU KDQG� FDQ OHDG WR IDFWRUV ZLWK IHZ LWHPV ORDGLQJ� OLWWOH WKHRUHWL�
FDO PHDQLQJ DQG GLIILFXOW WR UHSOLFDWH �=ZLFN DQG 9HOLFHU� ������ $ FRPPRQO\�XVHG
UXOH RI WKXPE� ILUVW VXJJHVWHG E\ .DLVHU ������� LV WR UHWDLQ IDFWRUV LQ WKH ()$ RXWSXW
ZLWK HLJHQYDOXHV KLJKHU WKDQ �� $OWKRXJK FRPPRQO\ DSSOLHG� WKLV UXOH LV FRQVLG�
HUHG RXWGDWHG DQG FULWLFL]HG E\ VHYHUDO DXWKRUV �)DEULJDU HW DO�� ����� +D\WRQ HW DO��
����� ZKR LQVWHDG DUJXH WKDW URWDWHG VROXWLRQV VKRXOG ILUVW DQG IRUHPRVW EH LQWHU�
SUHWDEOH DQG WKHRUHWLFDOO\ VHQVLEOH� ,Q RXU VDPSOH� WKH ()$ SURGXFHV � IDFWRUV ZLWK
HLJHQYDOXHV KLJKHU WKDQ �� 7KLV VROXWLRQ \LHOGV IDFWRUV ZLWK YHU\ IHZ LWHPV HDFK
DQG ORZ ORDGLQJV� DQG WKDW GR QRW DSSHDU WR PDNH WKHRUHWLFDO VHQVH�

7KHUHIRUH� LQVWHDG RI XVLQJ WKH.DLVHU ������ FULWHULRQ� ZH FKRVH WR XVH DPHWKRG�
RORJ\ SURSRVHG E\ 'XQWHPDQ ������� E\ VHHNLQJ WR YHULI\ WKDW WKH GDWD FRUUHVSRQGV
WR WKH QXPEHU RI IDFWRUV GHWHUPLQHG RQ WKH EDVLV RI WKHRUHWLFDO JURXQGV RU H[SODQD�
WRU\ ZRUN� 2QO\ WKRVH IDFWRUV WKDW ��� PDGH WKHRUHWLFDO VHQVH DQG ��� ZHUH FKDU�
DFWHUL]HG E\ D KLJK QXPEHU RI LWHPV DQG KLJK ORDGLQJV ZHUH GHHPHG DFFHSWDEOH�
3HWHUVRQ ������ QRWHV WKDW GLIIHUHQW UHVHDUFKHUV DSSO\ GLIIHUHQW WKUHVKROGV ZKHQ
GHWHUPLQLQJ ZKHWKHU D JLYHQ IDFWRU ORDGLQJ LV ³KLJK´ RU ³ORZ´� )ROORZLQJ DQ DS�
SURDFK VLPLODU WR WKDW RI 6WHYHQV ������ S����� DQG $XWHUH ������� ZH UHWDLQHG RQO\
IDFWRUV WKDW KDG DW OHDVW VRPH ORDGLQJV KLJKHU WKDQ ��� DQG DW OHDVW WKUHH LWHPV� RU
KLJKHU WKDQ ��� DQG DW OHDVW IRXU LWHPV ZHUH UHWDLQHG�

8VLQJ WKLV DSSURDFK� ZH HQG XS ZLWK D � IDFWRU VROXWLRQ WKDW FRQILUPV WKDW WKH
TXHVWLRQQDLUH LWHPV ORDG PRVWO\ RQ WKH GHVLUHG IDFWRUV� 7DEOH ��� VKRZV WKH HLJHQ�
YDOXHV DQG H[SODLQHG YDULDQFH RI WKH RULJLQDO �� FRPSRQHQWV� $V PHQWLRQHG SUHYL�
RXVO\� � FRPSRQHQWV KDYH HLJHQYDOXHV DERYH �� 7KH WDEOH DOVR VKRZV WKH HLJHQYDO�
XHV DQG H[SODLQHG YDULDQFH ������� RI WKH � VHOHFWHG IDFWRUV� ERWK LQ XQURWDWHG DQG
URWDWHG IRUPV� ,Q WKH URWDWHG IRUP� WKH ILUVW IDFWRU H[SODLQV ����� RI YDULDQFH� WKH
VHFRQG IDFWRU H[SODLQV ����� DQG WKH WKLUG IDFWRU ������
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7DEOH ���� ()$� URWDWHG FRPSRQHQW PDWUL[

4XHVWLRQQDLUH LWHPV &RPSRQHQWV
� � �

1HW 5HV� &R�RSW�� 6WUDW H[SHUWLVH �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 2UJ H[SHUWLVH �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 6NLOOHG 3HUVRQQHO �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 7HFK H[SHUWLVH �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 8VH RI (TXLSPHQW �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� ,QWHOOHFWXDO 3URSHUW\ 5LJKWV �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 8VH RI $FFRPPRGDWLRQ �FKHDSQHVV� ����
1HW 5HV� &R�RSW�� 2UJ H[SHUWLVH ���� ����
1HW 5HV� &R�RSW�� 6WUDW H[SHUWLVH ���� ����
1HW 5HV� &R�RSW�� 8VH RI $FFRPPRGDWLRQ ���� ����
1HW 5HV� &R�RSW�� 8VH RI (TXLSPHQW ���� ����
1HW 5HV� &R�RSW�� 6NLOOHG 3HUVRQQHO ���� ����
1HW 5HV� &R�RSW�� 7HFK H[SHUWLVH ����
1HW 5HV� &R�RSW�� %UDQG QDPHV �FKHDSQHVV� ���� ����
1HW 5HV� &R�RSW�� )LQDQFLDO 5HVRXUFHV ����
1HW 5HV� &R�RSW�� )LQDQFLDO 5HVRXUFHV �FKHDSQHVV� ���� ����
1HW 5HV� &R�RSW�� ,QWHOOHFWXDO 3URSHUW\ 5LJKWV ���� ����
1HW 5HV� &R�RSW�� %UDQG QDPHV ���� ����
5HO� WR PRWKHU FR� ZDV XVHIXO REWDLQLQJ VXEVLGL]LQJ ����
5HO� WR PRWKHU FR� FDVW SURSRVDOV LQ PRUH SRVLWLYH OLJKW ����
5HO� WR PRWKHU FR� PDGH SURSRVDO ORRN VHULRXV ����
5HO� WR PRWKHU FR� ZDV XVHIXO ZLWK LQYHVWRUV ����
5HO� WR PRWKHU FR� ZDV XVHIXO ZLWK FXVWRPHUV ����
5HO� WR PRWKHU FR� ZDV XVHIXO JDLQLQJ RXWVLGH H[SHUWLVH ����
6WUXFW� 6R&D �LQKHULWHG�� 6WUDW ([SHUWLVH ����
6WUXFW� 6R&D �LQKHULWHG�� 6NLOOHG 3HUVRQQHO ����
6WUXFW� 6R&D �LQKHULWHG�� 2UJ([SHUWLVH ����
6WUXFW� 6R&D �LQKHULWHG�� 7HFKQLFDO ([SHUWLVH ����
6WUXFW� 6R&D �LQKHULWHG�� ,QWHOOHFWXDO 3URSHUW\ ����
6WUXFW� 6R&D �LQKHULWHG�� %UDQG QDPHV ���� ����
6WUXFW� 6R&D �LQKHULWHG�� $FFRPPRGDWLRQ ����
6WUXFW� 6R&D �LQKHULWHG�� (TXLSPHQW ����
6WUXFW� 6R&D �LQKHULWHG�� )LQDQFLDO 5HVRXUFHV
([WUDFWLRQ 0HWKRG� 3ULQFLSDO &RPSRQHQW $QDO\VLV�
5RWDWLRQ 0HWKRG� 9DULPD[ ZLWK .DLVHU 1RUPDOL]DWLRQ�
/RDGLQJV EHORZ �� QRW VKRZQ



���

$V VXPPDUL]HG LQ 7DEOH ���� WKH ILUVW H[WUDFWHG IDFWRU VKRZV KLJK ORDGLQJV IURP
DOO 1HWZRUN UHVRXUFH FR�RSWDWLRQ TXHVWLRQQDLUH LWHPV �ORDGLQJV UDQJH IURP ���� WR
������ 7KH VHFRQG H[WUDFWHG IDFWRU VKRZV KLJK ORDGLQJV IURP WKH 5HODWLRQDO VRFLDO
FDSLWDO TXHVWLRQQDLUH LWHPV �ORDGLQJV FRPSULVHG EHWZHHQ ���� DQG ������ 7KH WKLUG
H[WUDFWHG IDFWRU VKRZV KLJK ORDGLQJV IURP DOO 6WUXFWXUDO VRFLDO FDSLWDO TXHVWLRQQDLUH
LWHPV �ORDGLQJV FRPSULVHG EHWZHHQ ���� DQG ����� H[FHSW RQH LWHP �³6WUXFW� 6R&D
�LQKHULWHG�� )LQDQFLDO 5HVRXUFHV´�� ZKLFK ORDGHG EHORZ RXU FXWRII WKUHVKROG RI ���
DQG KHQFH ZDV GURSSHG�

7KLV SDWWHUQ RI ORDGLQJV LV FRQVLVWHQW ZLWK RXU LQLWLDO WKHRUHWLFDO H[SHFWDWLRQ RI
WKUHH IDFWRUV FRUUHVSRQGLQJ WR VWUXFWXUDO VRFLDO FDSLWDO� UHODWLRQDO VRFLDO FDSLWDO DQG
UHVRXUFH FR�RSWDWLRQ DQG LV DOVR LQ OLQH ZLWK WKH UHVXOWV RI WKH &)$ FRQGXFWHG SUH�
YLRXVO\� :H LQWHUSUHW WKLV UHVXOW DV HYLGHQFH WKDW WKH TXHVWLRQQDLUH LQVWUXPHQW LV
YDOLG� LQ WKDW LW PHDVXUHV ZKDW LW LV LQWHQGHG WR� 7KLV EHLQJ VDLG� 7DEOH ��� DOVR
VKRZV WKDW VRPH TXHVWLRQQDLUH LWHPV ORDG KLJKO\ �L�H� DERYH RXU �� FXWRII WKUHVK�
ROG� RQ PRUH WKDQ RQH IDFWRU� 1LQH UHVRXUFH FR�RSWDWLRQ TXHVWLRQQDLUH LWHPV RXW
RI �� DOVR ORDG KLJKO\ RQ IDFWRUV � �UHODWLRQDO VRFLDO FDSLWDO� RU � �VWUXFWXUDO VRFLDO
FDSLWDO�� ZLWK ORDGLQJV FRPSULVHG EHWZHHQ ���� DQG ����� 2QH TXHVWLRQQDLUH LWHP
RXW RI QLQH RQ VWUXFWXUDO VRFLDO FDSLWDO DOVR ORDGV KLJKO\ ������ RQ IDFWRU �� ,W LV
QRUPDO IRU ()$ WR \LHOG ORDGLQJV E\ DOO LWHPV IRU DOO H[WUDFWHG IDFWRUV DQG DV DOO
LWHPV ORDG PRVW VWURQJO\ RQ WKH IDFWRUV WKH\ DUH H[SHFWHG WR� WKLV RXWSXW LV FRQVLV�
WHQW ZLWK WKH RSHUDWLRQDOL]DWLRQV EHLQJ YDOLG� 1HYHUWKHOHVV� DV VRPH RI WKH ORDGLQJV
RI LWHPV DFURVV IDFWRUV DUH UHODWLYHO\ KLJK� ZH FDQQRW HQWLUHO\ UXOH RXW VRPH GHJUHH
RI XQLQWHQGHG DVVRFLDWLRQ� ,I WKLV LV WKH FDVH� LW FRXOG SRWHQWLDOO\ LQIODWH DUWLILFLDOO\
UHJUHVVLRQ FRHIILFLHQWV EHWZHHQ WKH VRFLDO FDSLWDO DQG WKH UHVRXUFH FR�RSWDWLRQ FRQ�
VWUXFWV LQ IXUWKHU VWDJHV RI WKH DQDO\VLV� :H GR QRW EHOLHYH� KRZHYHU� WKDW WKLV LV D
VHULRXV LVVXH LQ RXU GDWD�

��� %LDV 7HVWV

,Q WKH SUHVHQW VHFWLRQ� ZH ZLOO JLYH WKH GHWDLOV RI WKH WHVWV WKDW ZHUH SHUIRUPHG RQ
RXU GDWD WR UXOH RXW SRWHQWLDO ELDVHV LQ WKH RYHUDOO VDPSOH� ,Q SDUWLFXODU� ZH ZLOO
FRYHU WKH IROORZLQJ VRXUFHV RI ELDV� ��� 1RQ�UHVSRQVH ELDV� ��� /DQJXDJH ELDV DQG
��� 5HVSRQVH PHGLXP ELDV�

����� 1RQ�UHVSRQVH ELDV

,Q RUGHU WR DVVHVV QRQ�UHVSRQVH ELDV� ZH ZLOO XVH WKH IROORZLQJ DSSURDFK� )LUVW� ZH
ZLOO FRPSDUH WKH JURXS RI QRQ�UHVSRQGLQJ ILUPV WR WKH RYHUDOO VDPSOH LQFOXGHG LQ
WKH VXUYH\� EDVHG RQ WKH GHPRJUDSKLF LQIRUPDWLRQ SURYLGHG E\ WKH '	% GDWDEDVH�
6HFRQG� ZH ZLOO FRPSDUH UHVSRQGHQWV ZLWK WKH LQIRUPDWLRQ DYDLODEOH RQ FRPSD�



���

QLHV WKDW H[SOLFLWO\ UHIXVHG WR DQVZHU RXU TXHVWLRQQDLUH� 7KLUG� ZH ZLOO FKHFN IRU
HDUO\�ODWH UHVSRQVH ELDV E\ ORRNLQJ IRU GLIIHUHQW SDWWHUQV RI UHVSRQVHV DPRQJ FRP�
SDQLHV WKDW UHSOLHG HDUO\ RQ LQ WKH VXUYH\ YHUVXV ODWHU RQ�

1RQ�UHVSRQGHQWV

,Q WRWDO� ����� ILUPV GLG QRW ILOO RXW RXU VXUYH\ TXHVWLRQQDLUH� 7KLV UHSUHVHQWV �����
RI WKH HIIHFWLYH VXUYH\ VDPSOH RI ����� ILUPV �L�H� RULJLQDO VDPSOH RI ����� ILUPV
PLQXV ��� ILUPV IRU ZKLFK PDLO ZDV UHWXUQHG DV XQGHOLYHUDEOH�� *LYHQ WKLV KLJK
SURSRUWLRQ RI QRQ�UHVSRQGHQWV� ZH DUH QRW VXUSULVHG WR ILQG WKDW WKHUH DUH QR GLI�
IHUHQFHV EHWZHHQ WKH RYHUDOO VXUYH\ VDPSOH DQG WKH QRQ�UHVSRQGHQWV LQ WHUPV RI
GHPRJUDSKLFV �FRPSDQ\ DJH� ODQJXDJH DQG LQGXVWU\��

([SOLFLW UHIXVDOV

7KH IROORZLQJ DUH WKH GHPRJUDSKLF FKDUDFWHULVWLFV RI ILUPV WKDW H[SOLFLWO\ UHIXVHG
WR DQVZHU WKH TXHVWLRQQDLUH �L�H� DVNHG WR EH H[FOXGHG IURP WKH VWXG\��

� /DQJXDJH GLVWULEXWLRQ� *HUPDQ�ODQJXDJH ILUPV VHHP RYHUUHSUHVHQWHG� DW
��� RI WKH WRWDO YHUVXV ����� LQ WKH RYHUDOO VDPSOH

� &RPSDQ\ DJH� WKH DYHUDJH FRPSDQ\ DJH DPRQJ H[SOLFLWO\ QRQ�UHVSRQGLQJ
ILUPV LV VOLJKWO\ ORZHU� DW ��� \HDUV YHUVXV ��� LQ WKH RYHUDOO VDPSOH

� ,QGXVWU\� 6RIWZDUH GHYHORSPHQW LV WKH OHDGLQJ LQGXVWU\ FRGH� DW ������ IRO�
ORZHG E\ (QJLQHHULQJ�5	' VHUYLFHV DW �����

$OWKRXJK WKH DYDLODEOH GHPRJUDSKLF LQIRUPDWLRQ RQ WKH FRPSDQLHV WKDW H[SOLFLWO\
UHIXVHG WR UHVSRQG GLIIHUV VOLJKWO\ IURP WKH RYHUDOO VDPSOH� LW VKRXOG EH ERUQH LQ
PLQG WKDW RQO\ �� VXFK FDVHV DUH DYDLODEOH� ZKLFK FDQ HDVLO\ GLVWRUW WKH SLFWXUH�

(DUO\�ODWH UHVSRQGHQWV ELDV

)LJXUH ��� VKRZV WKH JUDSKLFDO UHSUHVHQWDWLRQ RI WKH UHVSRQVH GDWH SDWWHUQ� 5H�
VSRQVHV DUULYHG LQ WKUHH ZDYHV� URXJKO\ FRUUHVSRQGLQJ WR WKH PRQWKV RI -XQH� -XO\
DQG $XJXVW� 7KLV SDWWHUQ LV FRQVLVWHQW ZLWK WKH GDWHV RQ ZKLFK WKH UHPLQGHU ZDYHV
ZHUH VHQW RXW� 7KH UHVSRQVH UDWH LQ -XO\ ZDV ORZHVW� DV FDQ EH H[SHFWHG IRU WKLV
WLPH RI \HDU�

)RU WKH SXUSRVH RI WHVWLQJ IRU ELDV LQ UHVSRQVH GDWHV� ZH VHJPHQWHG WKH UHVSRQVHV
LQ WKUHH JURXSV� FRUUHVSRQGLQJ WR WKH UHVSRQVH ZDYHV LGHQWLILHG DERYH� ��� 5H�
VSRQVHV UHFHLYHG EHIRUH ��-XO������ ��� 5HVSRQVHV UHFHLYHG EHWZHHQ ��-XO�����
DQG ���-XO������ DQG ��� 5HVSRQVHV UHFHLYHG RQ RU DIWHU ��$XJ������



���

:H FRQGXFWHG D RQH�ZD\ $129$PHDQ FRPSDULVRQ DPRQJ WKHVH JURXSV RQ WKH
PRGHO YDULDEOHV� 6WDWLVWLFDOO\ VLJQLILFDQW GLIIHUHQFHV EHWZHHQ JURXSV ZHUH IODJJHG
E\ WKH DQDO\VLV� 1DPHO\� WKH IROORZLQJ YDULDEOHV ZDUUDQWHG FORVHU H[DPLQDWLRQ�
1HWZRUN UHVRXUFH FR�RSWDWLRQ FKHDSQHVV �VLJ�� ������ 0RWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ TXDQWLW\ �VLJ�� ������ ,QKHULWHG OHJLWLPDF\ �VLJ�� ����� DQG &RUSRUDWH
VSLQ�RII �GXPP\� VLJ�� ������ 7DEOH ��� VXPPDUL]HV WKH UHVXOWV RI WKH $129$
DQDO\VLV�
7KH GHVFULSWLYH VWDWLVWLFV IRU HDFK JURXS VKRZ WKDW DOO WKH VLJQLILFDQW GLIIHUHQFHV
VHHP WR OLH RQO\ LQ WKH UHVSRQVHV UHFHLYHG GXULQJ WKH PRQWK RI -XO\� 5HVSRQGHQWV
GXULQJ WKLV PRQWK UHSRUWHG KLJKHU YDOXHV WKDQ WKH UHVW RI WKH VDPSOH IRU WKH IRO�
ORZLQJ YDULDEOHV� 1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV� 0RWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ TXDQWLW\ DQG ,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO� $OVR� UHVSRQGHQWV GXU�
LQJ WKLV PRQWK ZHUH VOLJKWO\ OHVV OLNHO\ WR EH FRUSRUDWH VSLQ�RIIV WKDQ LQ WKH UHVW
RI WKH VDPSOH� *LYHQ WKDW WKH QXPEHU RI UHVSRQVHV LQ WKLV ZDYH LV H[WUHPHO\ ORZ
�UDQJLQJ IURP ��� WR ����� RI FDVHV� GHSHQGLQJ RQ WKH YDULDEOH�� ZH FDQ UHDVRQ�
DEO\ DVVXPH WKDW WKH VLJQLILFDQW GLIIHUHQFHV DUH RQO\ D SURGXFW RI WKH ORZ QXPEHU
RI FDVHV LQ WKLV JURXS�

,Q FRQFOXVLRQ RI WKLV DQDO\VLV� ZH EHOLHYH WKDW RXU VDPSOH GRHV QRW VXIIHU IURP
DQ\ VLJQLILFDQW QRQ�UHVSRQVH RU ODWH UHVSRQVH ELDV�

)LJXUH ���� 2YHUDOO VDPSOH� GLVWULEXWLRQ RI UHVSRQVH GDWHV



���

7DEOH ���� 2QH�ZD\ $129$� UHVSRQVH GDWHV

9DULDEOH ) 6LJ�
)RXQGLQJ \HDU ����� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ����� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ����� ����
7RWDO VWUXFWXUDO VRFLDO FDSLWDO ����� ����
,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ���� ����
,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO ����� ����
&RUSRUDWH VSLQ�RII �GXPP\� ����� ����
7HFKQRORJLFDO UHODWHGQHVV ���� ����
0RWKHU &R� VXSSRUW ����� ����
,QGXVWULDO UHODWHGQHVV ���� ����
(TXLW\ VWDNH E\ PRWKHU FRPSDQ\ ���� ����
)RXQGHUV¶ \HDUV DW PRWKHU FRPSDQ\ ���� ����

����� /DQJXDJH ELDV

:H UDQ D RQH�ZD\ $129$ WHVW RQ WKH PRGHO YDULDEOHV WR FKHFN IRU VLJQLILFDQW
GLIIHUHQFHV LQ UHVSRQVHV WR )UHQFK DQG *HUPDQ�ODQJXDJH TXHVWLRQQDLUHV UHWXUQHG
E\ FRUSRUDWH VSLQ�RIIV� 7DEOH ���� VXPPDUL]HV WKH UHVXOWV RI WKLV DQDO\VLV� 2QO\
RQHPRGHO YDULDEOH� QDPHO\ ,QKHULWHG VWUXFWXUDO FDSLWDO� VHHPV WR GLIIHU VLJQLILFDQWO\
DPRQJ ERWK JURXSV�

7DEOH ����� 2QH�ZD\ $129$� UHVSRQVH ODQJXDJH

9DULDEOH ) 6LJ�
)RXQGLQJ \HDU ���� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����
7RWDO VWUXFWXUDO VRFLDO FDSLWDO ���� ����
,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ������ ����
,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO ����� ����
&RUSRUDWH VSLQ�RII �GXPP\� ���� ����
7HFKQRORJLFDO UHODWHGQHVV ����� ����
0RWKHU &R� VXSSRUW ���� ����
,QGXVWULDO UHODWHGQHVV ���� ����
(TXLW\ VWDNH E\ PRWKHU FRPSDQ\ ����� ����
)RXQGHUV¶ \HDUV DW PRWKHU FRPSDQ\ ���� ����

6SLQ�RIIV WKDW DQVZHUHG LQ )UHQFK UHSRUWHG KLJKHU DPRXQWV RI LQKHULWHG FRQWDFWV
WKDQ WKH RWKHUV� 7KLV PLJKW EH LQWHUSUHWHG DV WKH VLJQ RI D FXOWXUDO GLIIHUHQFH� +RZ�



���

HYHU� JLYHQ WKH ORZ QXPEHU RI )UHQFK�VSHDNLQJ VSLQ�RIIV LQ WKH VDPSOH �RQO\ ���
WKLV UHVXOW QHHGV WR EH WDNHQ ZLWK FDXWLRQ�

&RQVHTXHQWO\� ZH FDQQRW FRQFOXGH WKDW RXU VDPSOH LV DIIHFWHG E\ DQ\ VLJQLILFDQW
ELDV UHVXOWLQJ IURP WKH TXHVWLRQQDLUH ODQJXDJH�

����� 5HVSRQVH PHGLXP ELDV

&RUSRUDWH VSLQ�RIIV UHVSRQGHG WR RXU VXUYH\ E\ SRVWDO PDLO DQG ID[� 2QH�ZD\
$129$ GRHV QRW VKRZ DQ\ VLJQLILFDQW GLIIHUHQFH RQ PRGHO YDULDEOHV ZKHQ JURXS�
LQJ UHVSRQVHV E\ PHGLXP� DV VKRZQ LQ 7DEOH ����� +RZHYHU� DV RQO\ WZR FRUSRUDWH
VSLQ�RIIV LQ RXU VDPSOH FKRVH WR UHVSRQG E\ ID[� DQ\ GLIIHUHQFHV EHWZHHQ JURXSV
ZRXOG KDYH EHHQ XQOLNHO\ WR EH UHSUHVHQWDWLYH�

7DEOH ����� 2QH�ZD\ $129$� UHVSRQVH PHGLXP

9DULDEOH ) 6LJ�
)RXQGLQJ \HDU ����� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����
0RWKHU &R� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����
7RWDO VWUXFWXUDO VRFLDO FDSLWDO ���� ����
,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ���� ����
,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO ����� ����
&RUSRUDWH VSLQ�RII �GXPP\� ���� ����
7HFKQRORJLFDO UHODWHGQHVV ���� ����
0RWKHU &R� VXSSRUW ���� ����
,QGXVWULDO UHODWHGQHVV ����� ����
(TXLW\ VWDNH E\ PRWKHU FRPSDQ\ ���� ����
)RXQGHUV¶ \HDUV DW PRWKHU FRPSDQ\ ���� ����

��� $VVXPSWLRQV 9DOLGDWLRQ

,Q WKLV VHFWLRQ� ZH FRYHU WKH PDLQ DVVXPSWLRQV RI WKH VWDWLVWLFDO PHWKRGV WKDW ZLOO
EH XVHG LQ WKH QH[W VWHSV RI WKH VWXG\� ��� 0XOWLFROOLQHDULW\� ��� 3URSHU VSHFLILFDWLRQ
DQG ��� 6DPSOH VL]H�

����� 0XOWLFROOLQHDULW\

0XOWLFROOLQHDULW\ RFFXUV ZKHQ WKHUH DUH XQDFFHSWDEO\ KLJK OHYHOV RI FRUUHODWLRQ EH�
WZHHQ WKH SUHGLFWRU �LQGHSHQGHQW� YDULDEOHV RI D UHJUHVVLRQ DQDO\VLV� 5HJUHVVLRQ
DQDO\VLV UHTXLUHV ORZ OHYHOV RI FRUUHODWLRQ DPRQJ H[RJHQRXV YDULDEOHV� ,I WKLV DV�
VXPSWLRQ LV QRW PHW DQG WZR RU PRUH SUHGLFWRU YDULDEOHV DUH KLJKO\ FRUUHODWHG� VHY�



���

HUDO SUREOHPV DULVH� ,W EHFRPHV GLIILFXOW WR LVRODWH WKH HIIHFWV RI HDFK SUHGLFWRU RQ
WKH GHSHQGHQW YDULDEOH� WKH EHWD FRHIILFLHQWV� DOWKRXJK XQELDVHG� EHFRPH XQUHOL�
DEOH� 7KH 5�VTXDUH WHQGV WR EH KLJKHU DQG VLJQLILFDQFH FRHIILFLHQWV ORZHU� ZKLFK
LQFUHDVHV WKH FKDQFH RI 7\SH ,, HUURU� L�H� UHMHFWLQJ D UHODWLRQ WKDW VKRXOG LQ IDFW
EH DFFHSWHG� $OVR� WKH VHQVLWLYLW\ RI FRHIILFLHQW HVWLPDWHV LQFUHDVHV� PDNLQJ WKHP
UHDFW VWURQJO\ WR FKDQJHV LQ MXVW D IHZ REVHUYDWLRQV�

$V D UXOH RI WKXPE� FRUUHODWLRQV DERYH ��� EHWZHHQ H[RJHQRXV YDULDEOHV FDQ
VLJQDO D SUREOHP� $V D IXUWKHU FKHFN GXULQJ UHJUHVVLRQ DQDO\VLV� WKH RFFXUUHQFH RI
KLJK 5�VTXDUHG YDOXHV DQG VLJQLILFDQW ) WHVWV RI WKHPRGHO� LQ FRPELQDWLRQZLWK QRQ�
VLJQLILFDQW W�WHVWV RI FRHIILFLHQWV VKRXOG EH LQWHUSUHWHG DV D VLJQ RI PXOWLFROOLQHDULW\
SUREOHPV�

$W WKLV SRLQW� ZH WHVW IRU PXOWLFROOLQHDULW\ E\ H[DPLQLQJ WKH FRUUHODWLRQ PDWUL[
EHWZHHQ WKH H[RJHQRXV YDULDEOHV RI RXU PRGHO� 7KH UHVXOWV RI WKLV DQDO\VLV DUH
VKRZQ LQ 7DEOH �����

7DEOH ����� ([RJHQRXV YDULDEOH FRUUHODWLRQV�

9DULDEOH � � � �
�� ,QGXVWULDO UHODWHGQHVV � 
 
 

�� 7HFKQRORJLFDO UHODWHGQHVV ����

 � 
 

�� (TXLW\ VWDNH IURP PRWKHU FR� ���� ���� � 

�� )RXQGHUV¶ \HDUV DW PRWKHU FR� ����� ���� ����� �


� &RUUHODWLRQ LV VLJQLILFDQW DW WKH ���� OHYHO ���WDLOHG�

&RUUHODWLRQ EHWZHHQ DOO H[RJHQRXV YDULDEOHV LV QRW VLJQLILFDQW� ZLWK WKH H[FHS�
WLRQ RI ,QGXVWULDO 5HODWHGQHVV DQG 7HFKQRORJLFDO UHODWHGQHVV� $ GHJUHH RI FRUUHOD�
WLRQ EHWZHHQ WKHVH WZR YDULDEOHV LV WR EH H[SHFWHG DQG LV LQ IDFW GHVLUDEOH� DV WKH\
UHSUHVHQW WZR GLPHQVLRQV RI D VLQJOH FRQVWUXFW �0RWKHU &RPSDQ\ � 6SLQ�RII UHODW�
HGQHVV�� 7KH FRUUHODWLRQ FRHIILFLHQW EHWZHHQ WKHVH WZR YDULDEOHV LV VWLOO ZHOO EHORZ
WKH FRQYHQWLRQDO WKUHVKROG RI ���� DOORZLQJ XV WR GLVFDUG D SULRUL PXOWLFROOLQHDULW\
SUREOHPV DIIHFWLQJ RXU SUHGLFWRU YDULDEOHV�

$V DQ DGGLWLRQDO WHVW� ZH FRPSXWHG WKH 9DULDQFH ,QIODWLRQ )DFWRUV �9,)� IRU WKH
H[RJHQRXV YDULDEOHV� 7KH 9,) RI DQ H[RJHQRXV YDULDEOH i LV LQYHUVH RI WKH WROHUDQFH
YDOXH� RU 1/(1 − R2

i )� ZKHUH R2
i LV WKH R2 RI D UHJUHVVLRQ RI H[RJHQRXV YDULDEOH i

DJDLQVW DOO RWKHU H[RJHQRXV YDULDEOHV �+HLEHUJHU DQG +ROODQG� ������ +DYLQJ UXQ D
UHJUHVVLRQ RI HDFK H[RJHQRXV YDULDEOH DJDLQVW WKH RWKHUV� ZH IRXQG QR HYLGHQFH RI
PXOWLFROOLQHDULW\ SUREOHPV� DOO 9,) YDOXHV EHLQJ ZHOO EHORZ WKH DFFHSWHG WKUHVKROG
RI � �+DLU HW DO�� ����� 7DEDFKQLFN DQG )LGHOO� ������ 7KH UHVXOWV RI WKLV WHVW DUH
UHSRUWHG LQ 7DEOH �����
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7DEOH ����� 7ROHUDQFH DQG 9DULDQFH ,QIODWLRQ )DFWRUV RI H[RJHQRXV YDULDEOHV�

9DULDEOH 5 6TXDUH 7ROHUDQFH 9,)
�� ,QGXVWULDO UHODWHGQHVV ����� ����� �����
�� 7HFKQRORJLFDO UHODWHGQHVV ����� ����� �����
�� (TXLW\ VWDNH IURP PRWKHU FR� ����� ����� �����
�� )RXQGHUV¶ \HDUV DW PRWKHU FR� ����� ����� �����

����� 3URSHU VSHFLILFDWLRQ

$V GHVFULEHG LQ WKH SUHYLRXV FKDSWHU� VSHFLILFDWLRQ RI D PRGHO UHIHUV WR WKH LQFOX�
VLRQ RI DOO VLJQLILFDQW YDULDEOHV� WKH H[FOXVLRQ RI H[WUDQHRXV YDULDEOHV DQG DOVR WR
FRUUHFWO\ VSHFLI\LQJ WKH GLUHFWLRQ RI WKH FDXVDO UHODWLRQVKLSV� $ PRGHO WKDW LV QRW
SURSHUO\ VSHFLILHG FDQ GLVSOD\ LQFRUUHFW SDUDPHWHU HVWLPDWHV� QRW RQO\ LQ PDJQLWXGH
EXW VRPHWLPHV HYHQ LQ GLUHFWLRQ�

7KHUH LV QR GHILQLWLYH VWDWLVWLFDO WHVW IRU PLVVSHFLILFDWLRQ DQG WKHRU\ LV WKH EHVW
SURWHFWLRQ DJDLQVW LW� ,Q VWUXFWXUDO HTXDWLRQ PRGHOV� DV D UXOH RI WKXPE� SRRU PRGHO
ILW PHDVXUHV DUH DQ LQGLFDWLRQ RI LQFRUUHFW VSHFLILFDWLRQ �%\UQH� ������ ,Q RXU DQDO�
\VLV� ODFN RI SUHGLFWHG FRUUHODWLRQ DQG QRQ�VLJQLILFDQW UHJUHVVLRQV DPRQJ D ODUJH
SURSRUWLRQ RI K\SRWKHVL]HG DQWHFHGHQW DQG GHSHQGHQW YDULDEOHV ZRXOG EH DQ LQGL�
FDWLRQ RI SRRU VSHFLILFDWLRQ�

����� 6DPSOH VL]H

6DPSOH VL]H LV IUHTXHQWO\ DQ LVVXH LQ VRFLDO VFLHQFHV UHVHDUFK� )RU LQVWDQFH� LQ PDQ�
DJHPHQW UHVHDUFK� VDPSOLQJ XQLWV PD\ EH ILUPV DQG UHVSRQGHQWV PD\ EH WRS PDQ�
DJHUV ZKR DUH OLPLWHG LQ QXPEHU� RU WKH\ FRXOG EH D VPDOO VXEVHW RI FRPSDQLHV
ZKLFK DUH GLIILFXOW WR LGHQWLI\ DQG VXUYH\ LQ DQ HFRQRP\�

$ NH\ FRQFHUQ LQ GHDOLQJ ZLWK VPDOOHU VDPSOHV LV UHGXFHG VWDWLVWLFDO SRZHU� RU
LQ RWKHU ZRUGV D KLJKHU SUREDELOLW\ WKDW RXU WHVWV ZLOO IDLO WR UHMHFW D IDOVH QXOO K\�
SRWKHVLV� ,I VWDWLVWLFDO SRZHU LV LQVXIILFLHQW� WKH FKDQFHV LQFUHDVH WKDW ZH DFFHSW DV
YDOLG D PRGHO ZKLFK LV LQFRUUHFW �7\SH ,, HUURU�� )RU WKLV UHDVRQ� ZH FKRRVH WR WHVW
RXU K\SRWKHVHV XVLQJ D YDULHW\ RI VWDWLVWLFDO PHWKRGV� VRPH OHVV GHPDQGLQJ WKDQ
RWKHUV LQ WHUPV RI VDPSOH VL]H� ,Q SDUWLFXODU� ZH ZLOO FDUU\ RXW FRUUHODWLRQ DQDO\VLV�
RUGLQDU\ OHDVW VTXDUHV �2/6� PXOWLSOH UHJUHVVLRQ DQDO\VLV DQG DQDO\VLV RI YDULDQFH
�$129$�� IRU ZKLFK WKH FROOHFWHG VDPSOH VL]H LV VXIILFLHQW WR HQVXUH VWDWLVWLFDO
SRZHU�

$V HYLGHQFH IRU WKLV� ZH FRQGXFWHG SRVW�KRF VWDWLVWLFDO SRZHU FDOFXODWLRQV RQ RXU
PXOWLSOH UHJUHVVLRQV� $OO UHJUHVVLRQV \LHOG SRZHU UHVXOWV DERYH WKH FRQYHQWLRQDO ���
WKUHVKROG �VHH 7DEOH ������

$ GLVDGYDQWDJH RI WKH PHWKRGV FLWHG DERYH LV WKDW WKH\ WHVW UHODWLRQVKLSV RQH
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7DEOH ����� 3RVW�KRF VWDWLVWLFDO SRZHU RI PXOWLSOH UHJUHVVLRQV

5HJUHVVLRQ 3RZHU
6RFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���
6RFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���
0RWKHU FR� VXSSRUW −→ PRWKHU FR� UHV� FR�RSWDWLRQ TXDQWLW\ ���
0RWKHU FR� VXSSRUW −→ PRWKHU FR� UHV� FR�RSWDWLRQ FKHDSQHVV ���
5HODWHGQHVV −→ LQKHULWHG VWUXFWXUDO VRFLDO FDSLWDO ���
5HODWHGQHVV −→ LQKHULWHG UHODWLRQDO VRFLDO FDSLWDO ���
5HODWHGQHVV −→ PRWKHU FRPSDQ\ VXSSRUW ���

E\ RQH� LQVWHDG RI WHVWLQJ DQ HQWLUH WKHRUHWLFDO PRGHO� ,Q RUGHU WR WHVW RXU HQWLUH
PRGHO� ZH ZLOO XVH SDWK DQDO\VLV� D PHWKRG EDVHG RQ VWUXFWXUDO HTXDWLRQ PRGHOLQJ�
$GPLWWHGO\� VDPSOH VL]H SRVHV D SUREOHP LQ XVLQJ SDWK DQDO\VLV� $V D UXOH RI WKXPE
IRU VWUXFWXUDO HTXDWLRQ PRGHOV� LW LV UHFRPPHQGHG WR XVH D VDPSOH RI DW OHDVW � WLPHV
WKH QXPEHU RI SDUDPHWHUV WKDW QHHG WR EH HVWLPDWHG �.OLQH� ������ 8QIRUWXQDWHO\�
WKH UHVSRQVH UDWH RI FRUSRUDWH VSLQ�RIIV� FRPSRXQGHG E\ WKH LQHYLWDEOH LVVXH RI JDSV
LQ WKH GDWDVHW� LV LQVXIILFLHQW LQ RXU FDVH WR PHHW WKLV FULWHULRQ�

/DUJH VDPSOH FROOHFWLRQ LV D IUHTXHQW SUREOHP LQ WKH ILHOG RI EXVLQHVV VWXGLHV� DQG
FRQVHTXHQWO\� DXWKRUV RIWHQ SXEOLVK ILQGLQJV EDVHG RQ VPDOO VDPSOHV� HYHQZKHQ XV�
LQJ VWUXFWXUDO HTXDWLRQ PRGHOV� )RU H[DPSOH� <OL�5HQNR� $XWLR� DQG 7RQWWL ������
XVH D VWUXFWXUDO HTXDWLRQ PRGHOLQJ DSSURDFK WR WHVW IRU WKH HIIHFWV RI LQWHUQDO DQG
H[WHUQDO VRFLDO FDSLWDO RQ NQRZOHGJH DFFXPXODWLRQ DQG LQWHUQDWLRQDO JURZWK LQ D
VDPSOH RI �� QHZ WHFKQRORJ\�EDVHG ILUPV� 'HVSLWH WKH VPDOO VDPSOH VL]H� WKH\ ILQG
VXSSRUW IRU WKHLU LQWHUQDWLRQDO JURZWK PRGHO� ,Q DQRWKHU VWXG\� 7VDL DQG *KRVKDO
������ DSSO\ VWUXFWXUDO HTXDWLRQ PRGHOLQJ WHFKQLTXHV RQ D VDPSOH RI �� EXVLQHVV
XQLWV ��� UHVSRQGHQWV� WR WHVW IRU WKH HIIHFW RI WKUHH GLPHQVLRQV RI VRFLDO FDSLWDO RQ
UHVRXUFH H[FKDQJH DQG FRPELQDWLRQ DQG RQ YDOXH FUHDWLRQ� 7KH\ ILQG VXSSRUW IRU �
RI WKH � K\SRWKHVHV LQ WKHLU PRGHO�

'HVSLWH WKH VPDOO VDPSOH VL]H� ZH FDUU\ RXW D SDWK DQDO\VLV RI RXU PRGHO� $
NH\ FRQFHUQ ZLWK VPDOO VDPSOH VL]H LV WKDW LW FDQ PRUH HDVLO\ OHDG WR QRQ�QRUPDO
YDULDEOH GLVWULEXWLRQV� $V PHQWLRQHG SUHYLRXVO\� ZH ZLOO DGGUHVV WKLV FRQFHUQ LQ
RXU SDWK DQDO\VHV ILUVWO\ E\ DVVHVVLQJ WKH QRUPDOLW\ RI RXU YDULDEOHV LQGLYLGXDOO\�
DQG DW WKH PXOWLYDULDWH OHYHO XVLQJ 0DUGLD¶V PXOWLYDULDWH NXUWRVLV LQGLFDWRU� $V D
VHFRQG VWHS� ZH ZLOO FKHFN WKH GDWD IRU RXWOLHUV� XVLQJ WKH 0DKDODQRELV PXOWLYDULDWH
GLVWDQFH LQGLFDWRU� )LQDOO\� ZH ZLOO HYDOXDWH WKH UREXVWQHVV RI RXU PRGHO HVWLPDWHV
XVLQJ ERRWVWUDSSLQJ DQDO\VLV�
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,Q WKLV FKDSWHU� ZH SUHVHQW WKH UHVXOWV RI WKH VWDWLVWLFDO DQDO\VLV RI WKH FROOHFWHG GDWD�
7KH FKDSWHU ZLOO EH VWUXFWXUHG DV IROORZV� ZH ZLOO KDYH D ILUVW ORRN DW WKH GDWDVHW
XVLQJ DQDO\VLV RI PRGHO YDULDEOH FRUUHODWLRQV� ,Q WKH VHFRQG VHFWLRQ� ZH ZLOO WHVW
LQGLYLGXDO K\SRWKHVHV XVLQJ PXOWLSOH UHJUHVVLRQ DQG DQDO\VLV RI YDULDQFH� :H ZLOO
WHVW ILUVW RXU VHW RI K\SRWKHVHV RQ VRFLDO FDSLWDO LQKHULWDQFH DQG PRWKHU FRPSDQ\
VXSSRUW� 7KHQ ZH ZLOO WHVW WKH K\SRWKHVHV RQ WKH RULJLQ RI VRFLDO FDSLWDO LQ VSLQ�RIIV
DQG GH QRYR VWDUW�XSV� :H ZLOO FRQFOXGH WKLV VHFWLRQ E\ WHVWLQJ RXU K\SRWKHVHV RQ
WKH DQWHFHGHQWV RI UHVRXUFH FR�RSWDWLRQ� ,Q WKH WKLUG DQG ILQDO VHFWLRQ RI WKH FKDSWHU�
ZH ZLOO WHVW WKH IXOO PRGHO XVLQJ SDWK DQDO\VLV�

��� &RUUHODWLRQ DQDO\VLV RI PRGHO YDULDEOHV

,Q WKLV ILUVW VHFWLRQ� ZH H[DPLQH WKH FRUUHODWLRQV EHWZHHQ WKH YDULDEOHV RI RXUPRGHO�
WR JDLQ VRPH LQVLJKW LQWR WKH LQWHUDFWLRQV DSSDUHQW LQ WKH GDWDVHW� :KLOH FRUUHODWLRQ
LV QR SURRI RI FDXVDOLW\� FDXVDOLW\ GRHV LPSO\ FRUUHODWLRQ� 7KHUHIRUH� WKH SUHVHQFH
DQG WKH VLJQ RI D FRUUHODWLRQ DPRQJ YDULDEOHV FDQ EULQJ D ILUVW HOHPHQW RI VXSSRUW WR
WKH K\SRWKHVL]HG UHODWLRQV� &RQYHUVHO\� WKH DEVHQFH RI D FRUUHODWLRQ ZKHUH D FDXVDO
UHODWLRQ KDG EHHQ K\SRWKHVL]HG ZRXOG FRQVWLWXWH HYLGHQFH WR UHMHFW VDLG K\SRWKHVLV�

7DEOH ��� VKRZV WKH FRUUHODWLRQV EHWZHHQ PRGHO YDULDEOHV� ,Q RUGHU WR PD[LPL]H
GDWD XWLOL]DWLRQ� FRUUHODWLRQV KDYH EHHQ FDOFXODWHG RQ D SDLUZLVH GHOHWLRQ EDVLV� 7KH
WDEOH VKRZV DQ HQFRXUDJLQJ QXPEHU RI VLJQLILFDQW FRUUHODWLRQV WKDW DUH FRQVLVWHQW
ZLWK WKH K\SRWKHVL]HG PRGHO� %RWK K\SRWKHVL]HG GLPHQVLRQV RI VRFLDO FDSLWDO DUH
SRVLWLYHO\ FRUUHODWHG� DV LV WR EH H[SHFWHG IRU WZR GLPHQVLRQV RI D VLQJOH FRQVWUXFW�
%RWK VWUXFWXUDO DQG UHODWLRQDO LQKHULWHG VRFLDO FDSLWDO DUH SRVLWLYHO\ FRUUHODWHG ZLWK
QHWZRUN UHVRXUFH FR�RSWDWLRQ� '\DGLF VRFLDO FDSLWDO �PRWKHU FRPSDQ\ VXSSRUW� LV
SRVLWLYHO\ DVVRFLDWHG ZLWK UHVRXUFH FR�RSWDWLRQ IURP WKH PRWKHU FRPSDQ\� ,QGXV�
WULDO DQG WHFKQRORJLFDO UHODWHGQHVV DUH SRVLWLYHO\ FRUUHODWHG ZLWK HDFK RWKHU DQG
ZLWK PRWKHU FRPSDQ\ VXSSRUW� ,QGXVWULDO UHODWHGQHVV DQG WHFKQRORJLFDO UHODWHGQHVV
DUH SRVLWLYHO\ FRUUHODWHG ZLWK UHODWLRQDO DQG VWUXFWXUDO VRFLDO FDSLWDO LQKHULWDQFH�
UHVSHFWLYHO\� DOWKRXJK RQO\ DW WKH ��� OHYHO�
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5HODWHGQHVV PHDVXUHV DUH DOVR FRUUHODWHG ZLWK UHVRXUFH FR�RSWDWLRQ� VXJJHVWLQJ
D FRPPRQ FDXVDO PHFKDQLVP OLQNLQJ UHODWHGQHVV� VRFLDO FDSLWDO LQKHULWDQFH DQG UH�
VRXUFH FR�RSWDWLRQ� 1HWZRUN UHVRXUFH FR�RSWDWLRQ DQG PRWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ DUH SRVLWLYHO\ FRUUHODWHG� VXJJHVWLQJ WKDW VSLQ�RIIV UHO\ RQ ERWK DYHQXHV
IRU UHVRXUFH DFTXLVLWLRQ ZKHQ DYDLODEOH DQG WKDW RQH W\SH RI FR�RSWDWLRQ GRHV QRW
QHFHVVDULO\ SUHFOXGH WKH RWKHU�

&RUUHODWLRQ DQDO\VLV PDNHV QR DVVXPSWLRQV DERXW WKH GLUHFWLRQ RU HYHQ WKH H[LV�
WHQFH RI FDXVDOLW\ LQ D UHODWLRQ� DQG WKHUHIRUH ZH PXVW QRW SD\ H[FHVVLYH DWWHQWLRQ
WR WKHVH UHVXOWV� +RZHYHU� ZH QRWH WKDW WKH SDWWHUQ RI FRUUHODWLRQV IRXQG LQ WKH GDWD
LV JOREDOO\ FRQVLVWHQW ZLWK WKH FRUH K\SRWKHVHV RI RXU PRGHO� 7KH PDLQ SUHGLFWRUV
RI VRFLDO FDSLWDO LQKHULWDQFH DQG PRWKHU FRPSDQ\ VXSSRUW DUH FRUUHODWHG ZLWK WKH
K\SRWKHVL]HG GHSHQGHQW YDULDEOHV� 6RFLDO FDSLWDO LQKHULWDQFH DQG PRWKHU FRPSDQ\
VXSSRUW DUH FRUUHODWHG ZLWK UHVRXUFH FR�RSWDWLRQ� ERGLQJ ZHOO IRU WKLV FHQWUDO SLHFH
RI WKH PRGHO�

7KH FRUUHODWLRQ WDEOH DOVR SURYLGHV LQIRUPDWLRQ DERXW WKH SUREDEOH UHODWLYH VWU�
HQJWKV RI WKH GLIIHUHQW UHODWLRQV DW SOD\� VXJJHVWLQJ DVSHFWV WR VHHN FRQILUPDWLRQ RI
LQ WKH QH[W VWHSV RI WKH DQDO\VLV� 5HODWLRQDO VRFLDO FDSLWDO� IRU H[DPSOH� FRUUHODWHV
PRUH FOHDUO\ ZLWK ERWK GLPHQVLRQV RI QHWZRUN UHVRXUFH FR�RSWDWLRQ WKDQ VWUXFWXUDO
VRFLDO FDSLWDO� 7KH TXDQWLW\ GLPHQVLRQ RI UHVRXUFH FR�RSWDWLRQ� EH LW IURP WKH QHW�
ZRUN RU IURP WKH PRWKHU FRPSDQ\� FRUUHODWHV PRUH VWURQJO\ ZLWK VRFLDO FDSLWDO
LQKHULWDQFH DQG PRWKHU FRPSDQ\ VXSSRUW� ZKLFK JLYHV XV VRPH KLQWV DERXW WKH SUR�
FHVV RI UHVRXUFH DFTXLVLWLRQ WKURXJK VRFLDO FDSLWDO�

/DVWO\� FRUUHODWLRQ DQDO\VLV VHUYHV DV D ZDUQLQJ WKDW VRPH YDULDEOHV PD\ QRW EH
IRXQG WR EH JRRG SUHGLFWRUV LQ WKH QH[W VWHSV RI WKH VWXG\� 6XFK LV WKH FDVH RI
WKH PRWKHU FRPSDQ\¶V HTXLW\ VKDUH DQG WKH QXPEHU RI \HDUV IRXQGHUV ZRUNHG DW
WKH PRWKHU FRPSDQ\ EHIRUH WUDQVIHUULQJ WR WKH VSLQ�RII� *LYHQ WKH UHODWLYHO\ ODUJH
QXPEHU RI SUHGLFWRUV LQ WKH PRGHO� LW ZDV WR EH H[SHFWHG WKDW VRPH ZRXOG SURYH
LQDGHTXDWH�

��� $QDO\VLV RI LQGLYLGXDO K\SRWKHVHV

,Q WKLV VHFWLRQ� ZH H[DPLQH WKH LQGLYLGXDO FDXVDO UHODWLRQVKLSV DPRQJ WKH PRGHO
YDULDEOHV� 0XOWLSOH RUGLQDU\ OHDVW�VTXDUHV �2/6� UHJUHVVLRQ LV FRQGXFWHG RQ HDFK
GHSHQGHQW YDULDEOH XVLQJ WKH SUHGLFWRUV K\SRWKHVL]HG LQ WKH SUHYLRXV FKDSWHU� $JDLQ�
ZH XVH SDLUZLVH GHOHWLRQ LQVWHDG RI OLVWZLVH GHOHWLRQ LQ RUGHU WR PD[LPL]H VDPSOH
GDWD XWLOL]DWLRQ�



���

����� $QWHFHGHQWV RI VRFLDO FDSLWDO LQKHULWDQFH

:H WHVW ILUVW RXU K\SRWKHVHV RQ WKH LPSDFW RI VHYHUDO DQWHFHGHQWV RQ WKH LQKHULWDQFH
RI VWUXFWXUDO DQG UHODWLRQDO VRFLDO FDSLWDO� 2XU K\SRWKHVHV� VSHOOHG RXW LQ &KDSWHU ��
ZHUH WKH IROORZLQJ�

+� � 7KH PRUH SHUVRQQHO LV WUDQVIHUUHG EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH VSLQ�
RII DW WKH WLPH RI WKH VSLQ�RII¶V IRXQGLQJ� DQG WKH ORQJHU WKLV SHUVRQQHO KDV
ZRUNHG DW WKH PRWKHU FRPSDQ\� WKH KLJKHU WKH LQKHULWDQFH RI ILUP�OHYHO VR�
FLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV PRWKHU FRPSDQ\�

+� � 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV DQG WKH
VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�
RII IURP LWV PRWKHU FRPSDQ\�

+� � 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV DQG WKH
VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH GHJUHH RI VXSSRUW WKH PRWKHU FRPSDQ\
FDQ RIIHU WKH VSLQ�RII�

+� � 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU FRPSDQ\�
WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP WKH PRWKHU
FRPSDQ\�

+� � 7KH KLJKHU WKH RZQHUVKLS VWDNH KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII�
WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV PRWKHU
FRPSDQ\�

)RFXVLQJ ILUVW RQ WKH VWUXFWXUDO GLPHQVLRQ RI VRFLDO FDSLWDO� PXOWLSOH UHJUHVVLRQ DQDO�
\VLV SURYLGHV VXSSRUW WR WKH K\SRWKHVLV +�� 7KH UHJUHVVLRQ DQDO\VLV VKRZV WKDW
UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DQG WKH VSLQ�RII¶V DFWLYLWLHV KDV D VLJ�
QLILFDQW SRVLWLYH LPSDFW RQ LQKHULWDQFH RI VWUXFWXUDO VRFLDO FDSLWDO� ,Q SDUWLFXODU�
7HFKQRORJLFDO UHODWHGQHVV KDV D Beta FRHIILFLHQW RI ���� DQG D p YDOXH RI ����� 7KH
RWKHU PHDVXUHG GLPHQVLRQ RI UHODWHGQHVV �LQGXVWULDO UHODWHGQHVV� GRHV QRW VHHP WR
DIIHFW VWUXFWXUDO VRFLDO FDSLWDO LQKHULWDQFH VLJQLILFDQWO\ �p = .312�� 7KH HTXLW\ VWDNH
KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII KDV D SRVLWLYH Beta FRHIILFLHQW RI �����
DQG WKH UHODWLRQVKLS LV VLJQLILFDQW DW WKH �� OHYHO� EULQJLQJ SDUWLDO VXSSRUW IRU K\SRWK�
HVLV +�� :H ILQG QR HYLGHQFH RI D SRVLWLYH UHODWLRQVKLS EHWZHHQ SHUVRQQHO WUDQVIHU
DQG GHJUHH RI PRWKHU FRPSDQ\ VXSSRUW� RQ RQH KDQG� DQG WKH LQKHULWDQFH RI VWUXF�
WXUDO VRFLDO FDSLWDO� RQ WKH RWKHU �K\SRWKHVHV +� DQG +��� DV WKRVH DQWHFHGHQWV GR
QRW UHODWH VLJQLILFDQWO\ WR WKH LQKHULWDQFH RI VWUXFWXUDO VRFLDO FDSLWDO LQ RXU VDPSOH �p
YDOXHV ���� DQG ������ 7KH UHVXOWV RI WKH ILUVW PXOWLSOH UHJUHVVLRQ DUH VXPPDUL]HG
LQ 7DEOH ����
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7DEOH ���� 5HJUHVVLRQ� DQWHFHGHQWV RI LQKHULWHG VWUXFWXUDO VRFLDO FDSLWDO

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ���� ����
7HFKQRORJLFDO UHODWHGQHVV ���� ����� ����
,QGXVWULDO UHODWHGQHVV ����� ������ ����
0RWKHU FRPSDQ\ VXSSRUW ����� ����� ����
(TXLW\ VWDNH IURP PRWKHU FR� ���� ����� ����
)RXQGHUV¶ \HDUV DW PRWKHU FR� ����� ����� ����
'HSHQGHQW YDULDEOH� ,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO

7DEOH ���� 5HJUHVVLRQ� DQWHFHGHQWV RI LQKHULWHG UHODWLRQDO VRFLDO FDSLWDO

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
7HFKQRORJLFDO UHODWHGQHVV ���� ����� ����
,QGXVWULDO UHODWHGQHVV ���� ����� ����
0RWKHU FRPSDQ\ VXSSRUW ���� ����� ����
(TXLW\ VWDNH IURP PRWKHU FR� ���� ���� ����
)RXQGHUV¶ \HDUV DW PRWKHU FR� ����� ����� ����
'HSHQGHQW YDULDEOH� ,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO

7XUQLQJ QRZ WR WKH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO� PXOWLSOH UHJUHVVLRQ
DQDO\VLV VKRZV D VLJQLILFDQW SRVLWLYH HIIHFW RI LQGXVWULDO UHODWHGQHVV RQ WKH LQKHUL�
WDQFH RI UHODWLRQDO VRFLDO FDSLWDO� SURYLGLQJ DJDLQ VXSSRUW IRU K\SRWKHVLV +�� 7KLV
WLPH� LW LV WKH LQGXVWULDO UHODWHGQHVV GLPHQVLRQ WKDW UHJUHVVHV SRVLWLYHO\ DJDLQVW LQ�
KHULWHG VRFLDO FDSLWDO �Beta = .294� p = .057�� 7HFKQRORJLFDO UHODWHGQHVV� DOWKRXJK
VKRZLQJ D SRVLWLYH HIIHFW DV ZHOO� LV QRW VLJQLILFDQW �p = .267�� 7KH DQDO\VLV VKRZV
WKDW DOWKRXJK WKH HIIHFWV RI WKH RWKHU K\SRWKHVL]HG DQWHFHGHQWV �PRWKHU FRPSDQ\
VXSSRUW� SHUVRQQHO WUDQVIHU DQG PRWKHU FRPSDQ\ RZQHUVKLS� RQ UHODWLRQDO VRFLDO
FDSLWDO LQKHULWDQFH DUH SRVLWLYH� WKH\ DUH QRW VLJQLILFDQW �p YDOXHV FRPSULVHG EH�
WZHHQ ���� DQG ������ WKXV OHQGLQJ QR VXSSRUW WR K\SRWKHVHV +�� +� DQG +�� 7KH
UHVXOWV RI WKLV PXOWLSOH UHJUHVVLRQ DUH VXPPDUL]HG LQ 7DEOH ����

5HJUHVVLRQ DQDO\VLV SURYLGHV VXSSRUW IRU K\SRWKHVLV +�� VKRZLQJ WKDW UHODWHG�
QHVV EHWZHHQ WKH VSLQ�RII¶V DQG WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV KDV D SRVLWLYH LP�
SDFW RQ WKH GHJUHH RI PRWKHU FRPSDQ\ VXSSRUW �VHH 7DEOH ����� ,QGXVWULDO UHODW�
HGQHVV KDV D VLJQLILFDQW SRVLWLYH HIIHFW RQ PRWKHU FRPSDQ\ VXSSRUW �p = .049��
7HFKQRORJLFDO UHODWHGQHVV LV RQO\ VLJQLILFDQW DW WKH �� OHYHO�

,Q VXPPDU\ RI WKH DERYH� PXOWLSOH UHJUHVVLRQ DQDO\VLV SURYLGHV VXSSRUW IRU RXU
K\SRWKHVHV OLQNLQJ UHODWHGQHVV EHWZHHQ WKH VSLQ�RII¶V DFWLYLWLHV DQG WKH LQKHULWDQFH



���

7DEOH ���� 5HJUHVVLRQ� DQWHFHGHQWV RI PRWKHU FRPSDQ\ VXSSRUW

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
7HFKQRORJLFDO UHODWHGQHVV ���� ����� ����
,QGXVWULDO UHODWHGQHVV ���� ����� ����
'HSHQGHQW YDULDEOH� 0RWKHU FRPSDQ\ VXSSRUW

RI VRFLDO FDSLWDO �K\SRWKHVLV +��� ,Q DGGLWLRQ� ZH ILQG WKDW GLIIHUHQW GLPHQVLRQV RI
UHODWHGQHVV DSSHDU WR KDYH DQ LPSDFW RQ GLIIHUHQW VRFLDO FDSLWDO GLPHQVLRQV� ZLWK
LQGXVWULDO UHODWHGQHVV KDYLQJ D SRVLWLYH LPSDFW RQ UHODWLRQDO VRFLDO FDSLWDO LQKHUL�
WDQFH� ZKHUHDV WHFKQRORJLFDO UHODWHGQHVV KDV D SRVLWLYH HIIHFW RQ VWUXFWXUDO VRFLDO
FDSLWDO LQKHULWDQFH� :H DOVR ILQG HYLGHQFH FRQILUPLQJ RXU K\SRWKHVLV WKDW VWURQJHU
GHJUHHV RI VXSSRUW IURP WKH PRWKHU FRPSDQ\ DUH WR EH H[SHFWHG ZKHQ WKH DFWLYLWLHV
RI WKH VSLQ�RII DUH UHODWHG WR WKRVH RI WKH PRWKHU FRPSDQ\� SDUWLFXODUO\ ZKHQ WKHUH
LV LQGXVWULDO UHODWHGQHVV �K\SRWKHVLV +��� )LQDOO\� ZH ILQG VRPH HYLGHQFH LQGLFDWLQJ
WKDW DQ HTXLW\ VWDNH E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII KDV D SRVLWLYH LPSDFW RQ
VWUXFWXUDO VRFLDO FDSLWDO LQKHULWDQFH �K\SRWKHVLV +���

����� )RXQGHU H[SHULHQFH DQG ILUP�OHYHO VRFLDO FDSLWDO

:H WXUQ QRZ WR WHVWLQJ K\SRWKHVHV +�D DQG +�E� ZKLFK SUHGLFW WKDW IRXQGHU H[�
SHULHQFH ZLOO EH D VWURQJHU VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO IRU GH QRYR VWDUW�XSV
WKDQ IRU FRUSRUDWH VSLQ�RIIV� $V WKH UHDGHU ZLOO UHFDOO� RXU K\SRWKHVHV ZHUH ZRUGHG
DV IROORZV�

+�D � 7KH KLJKHU WKH H[SHULHQFH RI WKHLU IRXQGHUV� WKH KLJKHU WKH ILUP�OHYHO VRFLDO
FDSLWDO RI GH QRYR VWDUW�XSV�

+�E � )RXQGHU H[SHULHQFH ZLOO KDYH OHVV SRVLWLYH LPSDFW RQ ILUP�OHYHO VRFLDO FDS�
LWDO RI FRUSRUDWH VSLQ�RIIV WKDQ IRU GH QRYR VWDUW�XSV�

$Q LQLWLDO LQGLFDWLRQ WKDW IRXQGHUV SOD\ D UHODWLYHO\ PRGHVW UROH LQ FRUSRUDWH VSLQ�
RII¶V ILUP�OHYHO VRFLDO FDSLWDO IRUPDWLRQ ZDV SURYLGHG E\ WKH ODFN RI VXSSRUW IRXQG
IRU K\SRWKHVLV +�� ZKLFK VWDWHG WKDW WKH WRWDO QXPEHU RI \HDUV WKDW IRXQGHUV ZRUNHG
DW WKH PRWKHU FRPSDQ\ EHIRUH WUDQVIHUULQJ WR WKH VSLQ�RII SRVLWLYHO\ LQIOXHQFHG WKH
VSLQ�RII¶V VRFLDO FDSLWDO LQKHULWDQFH�

,Q RUGHU WR WHVW K\SRWKHVHV +�D DQG +�E� ZH ZLOO SURFHHG DV IROORZV� ILUVW� ZH
ZLOO WHVW ZKHWKHU FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�XSV GLIIHU LQ WKHLU UHVSHF�
WLYH OHYHOV RI VRFLDO FDSLWDO� 6HFRQG� ZH ZLOO WHVW IRU GLIIHUHQFHV LQ WKH H[SHULHQFH



���

OHYHOV RI FRPSDQ\ IRXQGHUV� )LQDOO\� ZH ZLOO WHVW ZKHWKHU IRXQGHU H[SHULHQFH LV
D SUHGLFWRU RI WRWDO VRFLDO FDSLWDO DQG RI VWURQJ QHWZRUN WLHV LQ VSLQ�RIIV DQG LQ GH
QRYR VWDUW�XSV� DQG ZKHWKHU DQ\ GLIIHUHQFHV H[LVW LQ WKLV UHJDUG EHWZHHQ ERWK W\SHV
RI ILUPV�

%HFDXVH WKHVH DQDO\VHV UHTXLUH FRPSDULQJ FRUSRUDWH VSLQ�RIIV WR GH QRYR VWDUW�
XSV� ZH ZLOO EH XVLQJ D GLIIHUHQW GDWDVHW WKDQ LQ WKH SUHFHGLQJ VHFWLRQ� XVLQJ RXU
HQWLUH GDWDEDVH RI FRPSDQLHV FUHDWHG EHWZHHQ ���� DQG ���� �XVDEOH VDPSOH VL]H�
��� ILUPV��

7RWDO VRFLDO FDSLWDO LQ GH QRYR VWDUW�XSV DQG VSLQ�RIIV� $V GLVFXVVHG LQ &KDS�
WHU �� ZH PHDVXUHG VWUXFWXUDO VRFLDO FDSLWDO IRU ERWK FRUSRUDWH VSLQ�RIIV DQG GH QRYR
VWDUW�XSV� XVLQJ WKH VDPH ³UHVRXUFH JHQHUDWRU´ TXHVWLRQQDLUH LQVWUXPHQW� EDVHG RQ
/LQ HW DO� ������� 7KLV LQVWUXPHQW PHDVXUHV WKH WRWDO H[WHQVLW\ RI WKH UHVSRQGHQWV¶
QHWZRUN� DV WKH QXPEHU RI ILUPV WKH\ NQHZ WKDW FRXOG SURYLGH WKHP ZLWK VWUDWHJLF
UHVRXUFHV� 5HVSRQGHQWV ZHUH DOVR DVNHG KRZPDQ\ RI WKRVH ILUPV WKH\ KDG D VWURQJ
WLH ZLWK� DQG ILQDOO\ FRUSRUDWH VSLQ�RII IRXQGHUV ZHUH DVNHG KRZPDQ\ FRQWDFWV KDG
EHHQ GHYHORSHG ZKLOH DW WKH PRWKHU FRPSDQ\� RU LQ RWKHU ZRUGV ³LQKHULWHG´� )RU WKH
SXUSRVH RI WHVWLQJ K\SRWKHVHV +�D DQG +�E� ZH DUH LQWHUHVWHG LQ WKH WRWDO FRQWDFWV�
L�H� QRW MXVW WKRVH WKDW ZHUH LQKHULWHG�

)LUVWO\� ZH FRPSDUHG WKH WRWDO DPRXQW RI VRFLDO FDSLWDO KHOG E\ WKH GH QRYR
VWDUW�XSV DQG FRUSRUDWH VSLQ�RIIV LQ RXU VDPSOH� XVLQJ RQH�ZD\ DQDO\VLV RI YDULDQFH
�$129$�� 7KH WRWDO DPRXQW RI VWUXFWXUDO VRFLDO FDSLWDO GRHV QRW GLIIHU VLJQLILFDQWO\
EHWZHHQ VSLQ�RIIV DQG GH QRYR VWDUW�XSV �p = .372��

6HFRQG� ZH FRPSDUHG WKH QXPEHU RI WLHV TXDOLILHG DV ³VWURQJ´ E\ UHVSRQGHQWV LQ
FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�XSV� 2XU $129$ WHVW VKRZV WKDW WKH QXPEHU
RI VWURQJ QHWZRUN WLHV GRHV QRW GLIIHU VLJQLILFDQWO\ EHWZHHQ EHWZHHQ ERWK JURXSV RI
ILUPV �p = .435��

7KHVH UHVXOWV VXJJHVW WKDW FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�XSV KDYH VLPLODU
QHWZRUN H[WHQVLW\ DQG D VLPLODU QXPEHU RI VWURQJ QHWZRUN WLHV� 7DEOH ��� VXPPD�
UL]HV WKH UHVXOWV RI ERWK RQH�ZD\ $129$ WHVWV�

7DEOH ���� $129$� WRWDO VRFLDO FDSLWDO RI VSLQ�RIIV DQG GH QRYR VWDUW�XSV

9DULDEOH ) 6LJ�
7RWDO VWUXFWXUDO VRFLDO FDSLWDO ���� ����
7RWDO VWURQJ QHWZRUN WLHV ���� ����

)RXQGHU H[SHULHQFH LQ GH QRYR VWDUW�XSV DQG VSLQ�RIIV� $V D VHFRQG VWHS� ZH
FRPSDUH WKH DPRXQW RI IRXQGHU H[SHULHQFH LQ FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�
XSV� 8VLQJ RQH�ZD\ $129$� ZH ILQG OLWWOH GLIIHUHQFH LQ WKH DPRXQW RI H[SHULHQFH



���

WKDW VSLQ�RII DQG GH QRYR VWDUW�XS IRXQGHUV EULQJ LQWR WKHLU UHVSHFWLYH QHZ YHQWXUHV�
2QO\ WKH QXPEHU RI \HDUV RI H[SHULHQFH LQ WKH QHZ YHQWXUH¶V LQGXVWU\ GLIIHUHG DFURVV
ERWK FRPSDQ\ JURXSV� DOWKRXJK WKH GLIIHUHQFH ZDV RQO\ VLJQLILFDQW DW WKH �� OHYHO�
,Q RXU VDPSOH� WKH IRXQGLQJ WHDPV RI FRUSRUDWH VSLQ�RIIV WRWDO D KLJKHU QXPEHU RI
\HDUV RI H[SHULHQFH LQ WKHLU QHZ YHQWXUH¶V LQGXVWU\ WKDQ WKH IRXQGLQJ WHDPV RI GH
QRYR VWDUW�XSV �RQ DYHUDJH� ���� \HDUV YV� ����� UHVSHFWLYHO\�� 6WDUW�XS IRXQGLQJ
WHDPV WRWDO D VOLJKWO\ KLJKHU QXPEHU RI \HDUV RI H[SHULHQFH LQ RWKHU LQGXVWULHV �����
\HDUV YV� ����� DV ZHOO DV D VOLJKWO\ KLJKHU QXPEHU RI KLJKHU HGXFDWLRQ \HDUV ����
\HDUV YV� ����� EXW WKHVH GLIIHUHQFHV DUH QRW VWDWLVWLFDOO\ VLJQLILFDQW �p YDOXHV UDQJH
EHWZHHQ ���� DQG ������ 7DEOH ��� VXPPDUL]HV WKH UHVXOWV RI WKH $129$ WHVWV�

7DEOH ���� $129$� H[SHULHQFH RI VSLQ�RII DQG GH QRYR VWDUW�XS IRXQGHUV

9DULDEOH ) 6LJ�
<HDUV RI H[SHULHQFH �VDPH LQGXVWU\� ����� ����
<HDUV RI H[SHULHQFH �RWKHU LQGXVWULHV� ���� ����
1XPEHU RI LQGXVWULHV ZRUNHG LQ ���� ����
7RWDO \HDUV RI KLJKHU HGXFDWLRQ ��� ����

)RXQGHU H[SHULHQFH DQG VRFLDO FDSLWDO LQ GH QRYR VWDUW�XSV� $W WKLV SRLQW� ZH
WHVW ZKHWKHU IRXQGHU H[SHULHQFH KDV DQ HIIHFW RQ WKH OHYHO RI VRFLDO FDSLWDO RI GH
QRYR VWDUW�XSV� :H XVH WKUHH LQGLFDWRUV RI VWDUW�XS IRXQGHU H[SHULHQFH� ��� 7RWDO
\HDUV RI H[SHULHQFH LQ WKH LQGXVWU\ WKH FRPSDQ\ ZDV IRXQGHG� ��� 7RWDO \HDUV RI
H[SHULHQFH LQ RWKHU LQGXVWULHV� DQG ��� 7RWDO \HDUV RI KLJKHU HGXFDWLRQ� :H UXQ D
PXOWLSOH UHJUHVVLRQ XVLQJ WKH DERYH YDULDEOHV DV SUHGLFWRUV IRU WKH VWDUW�XSV¶ WRWDO
VWUXFWXUDO VRFLDO FDSLWDO� WKHQ IRU WKH WRWDO QXPEHU RI VWURQJ WLHV LQ WKH QHWZRUN�

,Q ERWK FDVHV� ZH ILQG WKDW DOO WKUHH YDULDEOHV DUH VLJQLILFDQWO\ DQG SRVLWLYHO\
UHODWHG WR WKH VWDUW�XSV¶ VRFLDO FDSLWDO� ZLWK p YDOXHV FRPSULVHG EHWZHHQ ���� DQG
���� LQ WKH FDVH RI WRWDO VWUXFWXUDO VRFLDO FDSLWDO DQG EHWZHHQ ���� DQG ���� LQ WKH
FDVH RI VWURQJ QHWZRUN WLHV� 7KH R2 YDOXHV IRU WKH UHJUHVVLRQV DUH ���� DQG ���� IRU
WRWDO VWUXFWXUDO VRFLDO FDSLWDO DQG IRU VWURQJ QHWZRUN WLHV� UHVSHFWLYHO\� LQGLFDWLQJ
WKDW IRXQGHU H[SHULHQFH LV D JRRG SUHGLFWRU RI VRFLDO FDSLWDO LQ HDUO\�VWDJH GH QRYR
VWDUW�XSV�

7KLV UHVXOW FRQILUPV WKDW LQGLYLGXDO�OHYHO VRFLDO FDSLWDO RI IRXQGHUV LV DQ LPSRU�
WDQW VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO RI GH QRYR VWDUW�XSV �K\SRWKHVLV +�D�� DQG LV
FRQVLVWHQW ZLWK SUHYLRXV VWXGLHV RI IRXQGHU H[SHULHQFH DQG ILUP�OHYHO VRFLDO FDSLWDO
�$UHQLXV� ������ 7DEOHV ��� DQG ��� VXPPDUL]H WKH UHVXOWV RI WKHPXOWLSOH UHJUHVVLRQ
DQDO\VHV�

)RXQGHU H[SHULHQFH DQG VRFLDO FDSLWDO LQ VSLQ�RIIV� $V D QH[W VWHS� ZH UDQ D
PXOWLSOH UHJUHVVLRQ DQDO\VLV RI WKH VDPH PHDVXUHV RI IRXQGHU H[SHULHQFH DJDLQVW



���

7DEOH ���� 5HJUHVVLRQ� GH QRYR VWDUW�XS IRXQGHU H[SHULHQFH −→ WRWDO VWUXFWXUDO VRFLDO
FDSLWDO

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ������ ����
<HDUV RI H[SHULHQFH �VDPH LQGXVWU\� ���� ����� ����
<HDUV RI H[SHULHQFH �RWKHU LQGXVWULHV� ���� ����� ����
7RWDO \HDUV RI KLJKHU HGXFDWLRQ ���� ����� ����
'HSHQGHQW YDULDEOH� 7RWDO VWUXFWXUDO VRFLDO FDSLWDO

7DEOH ���� 5HJUHVVLRQ� GH QRYR VWDUW�XS IRXQGHU H[SHULHQFH −→ VWURQJ QHWZRUN WLHV

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ������ �����
<HDUV RI H[SHULHQFH �VDPH LQGXVWU\� ���� ����� ����
<HDUV RI H[SHULHQFH �RWKHU LQGXVWULHV� ���� ����� ����
7RWDO \HDUV RI KLJKHU HGXFDWLRQ ���� ����� ����
'HSHQGHQW YDULDEOH� 6WURQJ QHWZRUN WLHV

WKH WRWDO VWUXFWXUDO VRFLDO FDSLWDO OHYHO DQG WKH QXPEHU RI VWURQJ QHWZRUN WLHV RI
FRUSRUDWH VSLQ�RIIV�

&RQWUDU\ WR ZKDW ZDV IRXQG LQ WKH FDVH RI GH QRYR VWDUW�XSV� LQ RXU VDPSOH
IRXQGHU H[SHULHQFH GRHV QRW SUHGLFW WRWDO VRFLDO FDSLWDO RU QXPEHU RI VWURQJ QHWZRUN
WLHV IRU VSLQ�RIIV� $OO WKUHH IRXQGHU H[SHULHQFH LQGLFDWRUV UHJUHVV QRQ�VLJQLILFDQWO\
DJDLQVW WRWDO VWUXFWXUDO VRFLDO FDSLWDO� ZLWK p YDOXHV FRPSULVHG EHWZHHQ ���� DQG
���� LQ WKH FDVH RI WRWDO VWUXFWXUDO VRFLDO FDSLWDO DQG EHWZHHQ ���� DQG ���� LQ WKH
FDVH RI VWURQJ QHWZRUN WLHV� 7KH R2 YDOXHV DUH UHVSHFWLYHO\ ���� DQG ����� 7KH
UHVXOWV RI ERWK UHJUHVVLRQV DUH VKRZQ LQ 7DEOHV ��� DQG �����

7DEOH ���� 5HJUHVVLRQ� VSLQ�RII IRXQGHU H[SHULHQFH −→ WRWDO VWUXFWXUDO VRFLDO FDSLWDO

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ����� ������
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
<HDUV RI H[SHULHQFH �VDPH LQGXVWU\� ���� ���� ����
<HDUV RI H[SHULHQFH �RWKHU LQGXVWULHV� ����� ����� ����
7RWDO \HDUV RI KLJKHU HGXFDWLRQ ���� ����� ����
'HSHQGHQW YDULDEOH� 7RWDO VWUXFWXUDO VRFLDO FDSLWDO

7KLV GLIIHUHQFH LQ WKH LPSDFW RI IRXQGHU H[SHULHQFH RQ VRFLDO FDSLWDO EHWZHHQ
VSLQ�RIIV DQG GH QRYR VWDUW�XSV LV VWULNLQJ DQG VXSSRUWV K\SRWKHVLV +�E� ,W LV DOVR



���

7DEOH ����� 5HJUHVVLRQ� VSLQ�RII IRXQGHU H[SHULHQFH −→ VWURQJ QHWZRUN WLHV

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� ����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
<HDUV RI H[SHULHQFH �VDPH LQGXVWU\� ���� ���� ����
<HDUV RI H[SHULHQFH �RWKHU LQGXVWULHV� ���� ���� ����
7RWDO \HDUV RI KLJKHU HGXFDWLRQ ���� ����� ����
'HSHQGHQW YDULDEOH� 6WURQJ QHWZRUN WLHV

FRQVLVWHQW ZLWK RXU SUHYLRXV UHVXOW WKDW WKH QXPEHU RI IRXQGHUV WUDQVIHUUHG IURP
WKH PRWKHU FRPSDQ\ GLG QRW VLJQLILFDQWO\ LPSDFW WKH VSLQ�RII¶V VRFLDO FDSLWDO LQ�
KHULWDQFH� $OVR� IRXQGHU H[SHULHQFH GRHV QRW DSSHDU WR VLJQLILFDQWO\ LPSDFW WKH
VSLQ�RII¶V UHODWLRQDO VRFLDO FDSLWDO� DV LQGLFDWHG E\ WKH ODFN RI H[SODQDWRU\ SRZHU
IRU VWURQJ QHWZRUN WLHV�

&RPSDULVRQ EHWZHHQ GH QRYR VWDUW�XSV DQG FRUSRUDWH VSLQ�RIIV KLJKOLJKWV DQ LQ�
WHUHVWLQJ GLIIHUHQFH EHWZHHQ WKHVH WZR W\SHV RI ILUP� :KHUH GH QRYR VWDUW�XSV UHO\
KHDYLO\ RQ WKHLU IRXQGHU¶V LQGLYLGXDO�OHYHO VRFLDO FDSLWDO DQG H[SHULHQFH WR GHULYH
WKHLU ILUP�OHYHO VRFLDO FDSLWDO LQ WKH HDUO\ VWDJHV RI WKHLU GHYHORSPHQW� FRUSRUDWH
VSLQ�RIIV¶ VRFLDO FDSLWDO LV QRW DIIHFWHG E\ WKLV� &RQWUDU\ WR GH QRYR VWDUW�XSV� DQG
DOWKRXJK WKHLU IRXQGLQJ WHDPV DUH VOLJKWO\ PRUH H[SHULHQFHG� VSLQ�RIIV GR QRW VHHP
WR GUDZ ILUP�OHYHO VRFLDO FDSLWDO SUHGRPLQDQWO\ IURP WKHLU IRXQGHUV¶ H[SHULHQFH�
<HW� DV ZH ILQG QR VLJQLILFDQW GLIIHUHQFH LQ WKH WRWDO HQGRZPHQW RI VRFLDO FDSLWDO
EHWZHHQ ERWK ILUP JURXSV� LW IROORZV WKDW WKH RULJLQ RI VSLQ�RII¶V VRFLDO FDSLWDO PXVW
EH GLIIHUHQW�

,Q VXPPDU\� ZH ILQG VXSSRUW IRU K\SRWKHVHV +�D DQG +�E� :H VXJJHVW LQ WKLV
GLVVHUWDWLRQ WKDW VRFLDO FDSLWDO LQKHULWDQFH LV D NH\ VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO
IRU VSLQ�RIIV LQ WKHLU HDUO\ GHYHORSPHQW SKDVH� 2XU ILQGLQJV VXSSRUW RXU SURSRVLWLRQ
WKDW D GLIIHUHQW PHFKDQLVP RI ILUP�OHYHO VRFLDO FDSLWDO LQKHULWDQFH E\ FRUSRUDWH VSLQ�
RIIV H[LVWV� ,QVWHDG RI EHLQJ PDLQO\ H[SODLQHG E\ WKH WUDQVIHU RI HQWUHSUHQHXUV¶
LQGLYLGXDO�OHYHO VRFLDO FDSLWDO� DV LV WKH FDVH IRU GH QRYR VWDUW�XSV� ZH ILQG WKDW
VSLQ�RIIV¶ VRFLDO FDSLWDO LV LQIOXHQFHG E\ LQGXVWULDO DQG WHFKQRORJLFDO UHODWHGQHVV WR
WKHLU PRWKHU FRPSDQLHV�

����� ,QKHULWHG VRFLDO FDSLWDO DQG QHWZRUN UHVRXUFH FR�RSWDWLRQ

:H WXUQ QRZ WR WKH ODVW VHW RI K\SRWKHVHV LQ RXU PRGHO� ZKLFK FRQFHUQ WKH LPSDFW
RI LQKHULWHG VRFLDO FDSLWDO DQG UHVRXUFH FR�RSWDWLRQ E\ VSLQ�RIIV� 2XU K\SRWKHVHV
ZHUH WKH IROORZLQJ�



���

+� � 7KH KLJKHU WKH VRFLDO FDSLWDO LQKHULWHG E\ WKH VSLQ�RII� WKH KLJKHU WKH UHVRXUFH
FR�RSWDWLRQ IURP WKH QHWZRUN�

+� � 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU FRPSDQ\�
WKH KLJKHU WKH UHVRXUFH FR�RSWDWLRQ IURP WKH PRWKHU FRPSDQ\�

5HJUHVVLRQ DQDO\VLV VXSSRUWV K\SRWKHVLV +�� VKRZLQJ WKDW LQKHULWHG VRFLDO FDSLWDO
KDV D VLJQLILFDQW SRVLWLYH HIIHFW RQ WKH TXDQWLW\ DQG FKHDSQHVV RI UHVRXUFHV FR�RSWHG
IURP WKH QHWZRUN�

7KH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO� LQ SDUWLFXODU� VHHPV WR EH GHFLVLYH LQ
UHVRXUFH FR�RSWDWLRQ� ERWK LQ WHUPV RI WKH TXDQWLW\ DQG FKHDSQHVV RI UHVRXUFHV FR�
RSWHG �p YDOXHV RI ���� DQG ����� UHVSHFWLYHO\� DQG beta YDOXHV RI ���� DQG ������
7KH VWUXFWXUDO GLPHQVLRQ RI VRFLDO FDSLWDO DSSHDUV WR SOD\ D OHVVHU UROH� ZLWK ORZHU
beta YDOXHV ����� IRU UHVRXUFH FR�RSWDWLRQ TXDQWLW\ DQG ���� IRU UHVRXUFH FKHDSQHVV�
DQG ORZHU VLJQLILFDQFH �DW WKH �� OHYHO LQ WKH FDVH RI UHVRXUFH FR�RSWDWLRQ TXDQWLW\�
QRQ�VLJQLILFDQW LQ WKH FDVH RI UHVRXUFH FKHDSQHVV��

7KH UHVXOWV RI ERWK UHJUHVVLRQV DUH VXPPDUL]HG LQ LQ 7DEOHV ���� DQG �����

7DEOH ����� 5HJUHVVLRQ� VRFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ TXDQWLW\

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
,QK� VWUXFWXUDO VRF� FDSLWDO ���� ����� ����
,QK� UHODWLRQDO VRF� FDSLWDO ���� ����� ����
'HSHQGHQW YDULDEOH� 1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\

7DEOH ����� 5HJUHVVLRQ� VRFLDO FDSLWDO −→ QHW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
,QK� VWUXFWXUDO VRF� FDSLWDO ���� ���� ����
,QK� UHODWLRQDO VRF� FDSLWDO ���� ����� ����
'HSHQGHQW YDULDEOH� 1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV

5HJUHVVLRQ DQDO\VLV DOVR VXSSRUWV K\SRWKHVLV +�� LQGLFDWLQJ D VWURQJ SRVLWLYH
HIIHFW RI PRWKHU FRPSDQ\ VXSSRUW RQ WKH TXDQWLW\ �beta = .639� p = .000� DQG
FKHDSQHVV �beta = .390� p = .006� RI UHVRXUFHV FR�RSWHG E\ WKH VSLQ�RII IURP WKH
PRWKHU FRPSDQ\�

7KH UHVXOWV RI WKHVH UHJUHVVLRQV DUH VXPPDUL]HG LQ 7DEOHV ���� DQG �����



���

7DEOH ����� 5HJUHVVLRQ� PRWKHU FRPSDQ\ VXSSRUW −→ PRWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ TXDQWLW\

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ����� ����
0RWKHU FRPSDQ\ VXSSRUW ���� ����� ����
'HSHQGHQW YDULDEOH� 0RWKHU FRPSDQ\ UHVRXUFH FR�RSWDWLRQ TXDQWLW\

7DEOH ����� 5HJUHVVLRQ� PRWKHU FRPSDQ\ VXSSRUW −→ PRWKHU FRPSDQ\ UHVRXUFH
FR�RSWDWLRQ FKHDSQHVV

5 5 6TXDUH $GM� 5 6TXDUH 6WG� (UURU
���� ���� ���� �����
9DULDEOH %HWD W 6LJ
�FRQVWDQW� ���� ����
0RWKHU FRPSDQ\ VXSSRUW ���� ����� ����
'HSHQGHQW YDULDEOH� 0RWKHU FRPSDQ\ UHVRXUFH FR�RSWDWLRQ FKHDSQHVV

����� &RQWURO YDULDEOH� &RPSDQ\ DJH

$V D FRQWURO WHVW� ZH FKHFNHG ZKHWKHU FRPSDQ\ DJH KDG DQ LQIOXHQFH RQ WKH HQGRJH�
QRXV YDULDEOHV LQ WKH PRGHO� :H GLG WKLV E\ UXQQLQJ D VHULHV RI UHJUHVVLRQV RI WKH
VSLQ�RIIV¶ DJH DW WKH WLPH RI VXUYH\ DJDLQVW HDFK HQGRJHQRXV YDULDEOH LQ WKH PRGHO�
&RPSDQ\ DJH ZDV QRW IRXQG WR EH D VLJQLILFDQW SUHGLFWRU RI DQ\ RI WKHVH YDULDEOHV�
ZLWK p YDOXHV FRPSULVHG EHWZHHQ ���� DQG ����� 7KH UHVXOWV RI WKH UHJUHVVLRQV DUH
VXPPDUL]HG LQ 7DEOH �����

7DEOH ����� &RQWURO UHJUHVVLRQ� FRPSDQ\ DJH −→ HQGRJHQRXV PRGHO YDULDEOHV

9DULDEOH 5 6TXDUH %HWD 6LJ�
,QK� UHODWLRQDO VRFLDO FDSLWDO ���� ����� ����
,QK� VWUXFWXUDO VRFLDO FDSLWDO ���� ����� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ����
0RWKHU FRPSDQ\ VXSSRUW ���� ����� ����

,GHDOO\� ZH ZRXOG KDYH DOVR OLNHG WR FKHFN ZKHWKHU FRPSDQ\ LQGXVWU\� DQRWKHU
FRPPRQO\�XVHG FRQWURO YDULDEOH LQ VWUDWHJLF PDQDJHPHQW VWXGLHV� KDG DQ LQIOXHQFH
RQ WKH HQGRJHQRXV YDULDEOHV LQ RXU PRGHO� 8QIRUWXQDWHO\� WKLV ZDV QRW IHDVLEOH LQ
RXU FDVH� GXH WR WKH FRPELQHG LVVXHV RI VPDOO VDPSOH VL]H DQG WKH GLVWULEXWLRQ RI
LQGXVWULHV LQ RXU VDPSOH� $V GLVFXVVHG SUHYLRXVO\ �VHH 7DEOH ����� LQ RXU VDPSOH WKH
³'DWD 3URFHVVLQJ´� ³6RIWZDUH´ DQG ³'DWD 3URFHVVLQJ 6HUYLFHV´ LQGXVWULHV DFFRXQW



���

IRU RYHU ��� RI WKH FRUSRUDWH VSLQ�RIIV� ZLWK RWKHU LQGXVWULHV RQO\ DFFRXQWLQJ IRU
OHVV WKDQ ����� HDFK �L�H� RQO\ � WR � VSLQ�RIIV UHVSRQGHQWV SHU LQGXVWU\�� *LYHQ
WKH VL]HV RI WKHVH VXE�JURXSV� UHVXOWV ZRXOG QRW KDYH EHHQ PHDQLQJIXO�

����� ,QGLYLGXDO K\SRWKHVHV WHVWV� &RQFOXVLRQV

,Q WKH SUHYLRXV SDJHV ZH WHVWHG DOO WKH K\SRWKHVHV WKDW ZH IRUPXODWHG LQ WKH WKHR�
UHWLFDO SDUW RI WKLV GLVVHUWDWLRQ XVLQJ PXOWLSOH UHJUHVVLRQ DQG DQDO\VLV RI YDULDQFH�
2XU UHVXOWV SURYLGH HPSLULFDO VXSSRUW IRU VHYHUDO RI WKH K\SRWKHVL]HG UHODWLRQV� DV
ZHOO DV HYLGHQFH WR GLVFDUG RWKHUV� 7KH\ DOVR VKHG OLJKW RQ WKH UHODWLYH VWUHQJWK RI
WKH LQWHUDFWLRQV EHWZHHQ WKH GLIIHUHQW GLPHQVLRQV RI WKH WKHRUHWLFDO FRQVWUXFWV�

7KH UHODWLRQV ZKLFK DUH IRXQG WR EH VLJQLILFDQW FRQFHUQ WKH UROH RI UHODWHGQHVV
DV DQ DQWHFHGHQW RI VRFLDO FDSLWDO LQKHULWDQFH DQG PRWKHU FRPSDQ\ VXSSRUW� DQG WKH
LPSRUWDQFH RI LQKHULWHG VRFLDO FDSLWDO DQG PRWKHU FRPSDQ\ VXSSRUW LQ FR�RSWDWLRQ
RI UHVRXUFHV�

%RWK GLPHQVLRQV RI LQKHULWHG VRFLDO FDSLWDO DUH IRXQG WR EH VLJQLILFDQWO\ DQG SRV�
LWLYHO\ LQIOXHQFHG E\ WKH UHODWHGQHVV EHWZHHQ WKH VSLQ�RII¶V DQG WKH PRWKHU FRP�
SDQ\¶V DFWLYLWLHV� 7KLV UHODWLRQ LV VWURQJHU EHWZHHQ WHFKQRORJLFDO UHODWHGQHVV DQG
VWUXFWXUDO VRFLDO FDSLWDO� RQ RQH KDQG� DQG EHWZHHQ LQGXVWULDO UHODWHGQHVV DQG UHOD�
WLRQDO VRFLDO FDSLWDO� RQ WKH RWKHU KDQG� ,QKHULWDQFH RI VRFLDO FDSLWDO� KRZHYHU� GRHV
QRW VHHP WR GHSHQG RQ WKHPRWKHU FRPSDQ\¶V DWWLWXGH RU WKH QXPEHU RI IRXQGHUV WKDW
RULJLQDWHG IURP WKH PRWKHU FRPSDQ\� 7R DSSO\ WKH ELRORJLFDO PHWDSKRU RI VSLQ�RIIV
�.OHSSHU DQG 6OHHSHU� ������ WKLV UHVXOW VXJJHVWV WKDW WKH VRXUFH RI WKH VRFLDO FDSLWDO
LQKHULWDQFH LV WKH YHU\ ³OLQHDJH´ RI WKH VSLQ�RII� L�H� ³ZKR´ WKH VSLQ�RII¶V PRWKHU
FRPSDQ\ LV� 6RFLDO FDSLWDO LQKHULWDQFH VHHPV WR RFFXU LQGHSHQGHQWO\ RI WKH PRWKHU
FRPSDQ\¶V ZLOO DQG WR QRW HYHQ UHO\ RQ SHUVRQQHO WUDQVIHU DV D YHKLFOH�

&RQFHUQLQJ WKH UROH RI QHZ YHQWXUH IRXQGHUV DV D VRXUFH VRFLDO FDSLWDO� RXU UHVXOWV
VKRZ D VWDUN FRQWUDVW EHWZHHQ FRUSRUDWH VSLQ�RIIV DQG GH QRYR VWDUW�XSV� :KHUHDV
WKH ODWWHU GHULYH VXEVWDQWLDO ILUP�OHYHO VRFLDO FDSLWDO IURP WKHLU IRXQGHUV¶ LQGLYLGXDO�
OHYHO VRFLDO FDSLWDO� ZH ILQG WKDW LQ WKH FDVH RI FRUSRUDWH VSLQ�RIIV� IRXQGHUV¶ VRFLDO
FDSLWDO LV QRW D SUHGLFWRU RI ILUP�OHYHO VRFLDO FDSLWDO� *LYHQ WKDW WKHUH LV QR GLI�
IHUHQFH LQ WKH DPRXQW RI H[SHULHQFH EHWZHHQ IRXQGHUV RI GH QRYR VWDUW�XSV DQG
FRUSRUDWH VSLQ�RIIV� DQG WKDW ERWK W\SHV RI ILUPV KDYH VLPLODU DPRXQWV RI ILUP�OHYHO
VRFLDO FDSLWDO� WKLV ILQGLQJ EULQJV VXSSRUW WR RXU SURSRVLWLRQ WKDW WKH VRXUFH RI ILUP�
OHYHO VRFLDO FDSLWDO LV GLIIHUHQW EHWZHHQ ERWK W\SHV RI ILUPV DQG WKDW VRFLDO FDSLWDO
LQKHULWDQFH LV VWURQJO\ DW SOD\ EHWZHHQ PRWKHU FRPSDQLHV DQG WKHLU VSLQ�RIIV�

,QKHULWHG VRFLDO FDSLWDO LV IRXQG WR VLJQLILFDQWO\ DQG SRVLWLYHO\ DIIHFW FR�RSWDWLRQ
RI UHVRXUFHV IURP WKH QHWZRUN� RQ ERWK GLPHQVLRQV RI TXDQWLW\ DQG FKHDSQHVV� %RWK
WKH VWUXFWXUDO DQG WKH UHODWLRQDO GLPHQVLRQV RI VRFLDO FDSLWDO SOD\ D UROH� EXW WKH UH�
ODWLRQDO GLPHQVLRQ VHHPV WR EH SUHGRPLQDQW� LQIOXHQFLQJ TXDQWLW\ DQG SULFH RI WKH
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DFTXLUHG UHVRXUFHV� ZKHUHDV WKH HIIHFW RI VWUXFWXUDO VRFLDO FDSLWDO VHHPV FRQVWUDLQHG
WR TXDQWLW\� ,Q DQ\ FDVH� WKH PDLQ EHQHILW RI LQKHULWHG VRFLDO FDSLWDO VHHPV WR OLH LQ
WKH DFTXLVLWLRQ RI KLJKHU OHYHOV RI UHVRXUFHV� QRW VR PXFK LQ D SULFH DGYDQWDJH� :H
VXJJHVW WKH LQWHUSUHWDWLRQ WKDW FRUSRUDWH VSLQ�RIIV� DUPHG ZLWK WKHLU LQKHULWHG VRFLDO
FDSLWDO� GR QRW VR PXFK UHFHLYH ³JLIWV´ IURP RWKHU DFWRUV LQ WKH QHWZRUN DV WKH\ DUH
DEOH WR TXLFNO\ LGHQWLI\ WKH UHVRXUFHV DYDLODEOH WKURXJK WKH QHWZRUN� HVWDEOLVK FUHG�
LELOLW\ ZLWK WKH UHOHYDQW FRQWDFWV DQG VHFXUH DFFHVV WR WKH QHFHVVDU\ UHVRXUFHV� 7KH
³FKHDSQHVV´ RI UHVRXUFH FR�RSWDWLRQ FRPHV RQO\ DV DQ DGGLWLRQDO EHQHILW� LQGLFDWLQJ
WKDW UHODWLRQDO VRFLDO FDSLWDO VHUYHV WR FRXQWHU WR D FHUWDLQ H[WHQW WKH VSLQ�RII¶V ODFN
RI WUDFN UHFRUG ZLWK RWKHU QHWZRUN DFWRUV�

5HJDUGLQJ FR�RSWDWLRQ RI UHVRXUFHV IURP WKH PRWKHU FRPSDQ\� WKH UHVXOWV VKRZ
WKDW IDYRUDEO\ GLVSRVHGPRWKHU FRPSDQLHV SURYLGH VLJQLILFDQWO\PRUH UHVRXUFHV DQG
DW D EHWWHU SULFH WR WKHLU VSLQ�RIIV� 7KH UHVXOWV DOVR VKRZ WKDW ZKHQ WKH RSSRUWXQLW\
LV DYDLODEOH� VSLQ�RIIV ZLOO VLJQLILFDQWO\ OHYHUDJH WKHLU PRWKHU FRPSDQ\ DV D FRP�
SOHPHQW� EXW QRW D VXEVWLWXWH� WR QHWZRUN UHVRXUFH FR�RSWDWLRQ� $V ZDV WKH FDVH IRU
QHWZRUN UHVRXUFH FR�RSWDWLRQ� WKH TXDQWLW\ GLPHQVLRQ VHHPV WR EH PRUH VWURQJO\
LQIOXHQFHG WKDQ WKH FKHDSQHVV GLPHQVLRQ� +RZHYHU� WKH GLIIHUHQFH LV QRW DV VWURQJ�
VXJJHVWLQJ WKDW VXSSRUWLYH PRWKHU FRPSDQLHV HQJDJH LQ VXEVLGL]LQJ EHKDYLRU WR�
ZDUGV WKHLU VSLQ�RIIV� 7KLV FRXOG EH H[SODLQHG E\ WKH PRWKHU FRPSDQ\ KDYLQJ PRUH
LQIRUPDWLRQ UHJDUGLQJ WKH VSLQ�RII WKDQ RXWVLGH QHWZRUN DJHQWV DQG EHLQJ WKHUHIRUH
EHWWHU DEOH WR HYDOXDWH WKH HFRQRPLF SRWHQWLDO DQG ULVNV DVVRFLDWHG ZLWK WKHLU SD�
WURQDJH RI WKH VSLQ�RII�

��� 3DWK DQDO\VLV� WHVWLQJ WKH WKHRUHWLFDO PRGHO DV D ZKROH

+DYLQJ WHVWHG LQGLYLGXDO K\SRWKHVHV LQ WKH SUHYLRXV VHFWLRQ� ZH QRZ WHVW WKH WKHR�
UHWLFDO PRGHO DV D ZKROH� ,Q WKH IROORZLQJ SDJHV� ZH GHVFULEH WKH UHVXOWV RI WKH SDWK
DQDO\VLV FRQGXFWHG RQ WZR DOWHUQDWLYH YHUVLRQV RI WKH WKHRUHWLFDO PRGHO RI VRFLDO
FDSLWDO LQKHULWDQFH DQG UHVRXUFH FR�RSWDWLRQ E\ FRUSRUDWH VSLQ�RIIV� 7KH ILUVW SDWK
DQDO\VLV LV UXQ RQ WKH IXOO YHUVLRQ RI WKH PRGHO WKDW ZDV SUHVHQWHG LQ &KDSWHU �� ,Q
WKH VHFRQG SDWK DQDO\VLV� LQ OLQH ZLWK VWDQGDUG SUDFWLFH LQ VWUXFWXUDO HTXDWLRQ PRG�
HOLQJ �%\UQH� ����� 0DUX\DPD� ������ ZH WHVW PRGHO ILW DIWHU GURSSLQJ YDULDEOHV
WKDW GR QRW VKRZ VLJQLILFDQW UHJUHVVLRQ SDWKV DQG�RU H[KLELW VWURQJ GHYLDWLRQV IURP
WKH QRUPDOLW\ DVVXPSWLRQ�

7KH SDWK DQDO\VHV ZLOO DJDLQ WHVW RXU K\SRWKHVHV +� WKURXJK +� DQG +� WKURXJK
+�� ZKLFK ZHUH IRUPXODWHG DV IROORZV�

+� � 7KH PRUH SHUVRQQHO LV WUDQVIHUUHG EHWZHHQ WKH PRWKHU FRPSDQ\ DQG WKH VSLQ�
RII DW WKH WLPH RI WKH VSLQ�RII¶V IRXQGLQJ� DQG WKH ORQJHU WKLV SHUVRQQHO KDV
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ZRUNHG DW WKH PRWKHU FRPSDQ\� WKH KLJKHU WKH LQKHULWDQFH RI ILUP�OHYHO VR�
FLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV PRWKHU FRPSDQ\�

+� � 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV DQG WKH
VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�
RII IURP LWV PRWKHU FRPSDQ\�

+� � 7KH KLJKHU WKH UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DFWLYLWLHV DQG WKH
VSLQ�RII¶V DFWLYLWLHV� WKH KLJKHU WKH GHJUHH RI VXSSRUW WKH PRWKHU FRPSDQ\
FDQ RIIHU WKH VSLQ�RII�

+� � 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU FRPSDQ\�
WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP WKH PRWKHU
FRPSDQ\�

+� � 7KH KLJKHU WKH RZQHUVKLS VWDNH KHOG E\ WKH PRWKHU FRPSDQ\ LQ WKH VSLQ�RII�
WKH KLJKHU WKH LQKHULWDQFH RI VRFLDO FDSLWDO E\ WKH VSLQ�RII IURP LWV PRWKHU
FRPSDQ\�

+� � 7KH KLJKHU WKH VRFLDO FDSLWDO LQKHULWHG E\ WKH VSLQ�RII� WKH KLJKHU WKH UHVRXUFH
FR�RSWDWLRQ IURP WKH QHWZRUN�

+� � 7KH KLJKHU WKH GHJUHH RI VXSSRUW RIIHUHG WKH VSLQ�RII E\ WKH PRWKHU FRPSDQ\�
WKH KLJKHU WKH UHVRXUFH FR�RSWDWLRQ IURP WKH PRWKHU FRPSDQ\�

,W VKRXOG EH QRWHG WKDW EHFDXVH +\SRWKHVHV �D DQG �E LQYROYH WHVWLQJ D GLIIHUHQW VHW
RI FRPSDQLHV �GH QRYR VWDUW�XSV DQG FRUSRUDWH VSLQ�RIIV�� WKHVH FDQQRW EH LQFOXGHG
LQ WKH SDWK DQDO\VLV PRGHO�

����� 3DWK DQDO\VLV� PRGHO �

:H ILUVW WHVW WKH IXOO YHUVLRQ RI WKH PRGHO�� :H ZLOO SUHVHQW WKH UHVXOWV RI WKLV DQDO�
\VLV LQ WKUHH VWHSV� )LUVW� ZH ZLOO JLYH DQ RYHUYLHZ RI WKH UHVXOWV UHJDUGLQJ WKH ILW RI
WKH RYHUDOO PRGHO WR WKH GDWDVHW DQG H[DPLQH WKH LQGLYLGXDO UHJUHVVLRQ UHODWLRQV WKDW
DUH IRXQG WR EH VLJQLILFDQW� 6HFRQG� ZH ZLOO WHVW ZKHWKHU WKH GDWDVHW XVHG LQ WKH SDWK
DQDO\VLV GHYLDWHV VLJQLILFDQWO\ IURP WKH PXOWLYDULDWH QRUPDOLW\ DVVXPSWLRQ� ZKLFK
FRXOG DIIHFW WKH SUHFLVLRQ RI WKH SDWK DQDO\VLV UHVXOWV� DV GLVFXVVHG LQ 6HFWLRQ ������

�1RWH� WKH VDPSOH VL]H XVHG LQ WKLV SDWK DQDO\VLV LV 1 ��� 7KLV QXPEHU LV ORZHU WKDQ 1 ��
XVHG LQ WKH SUHYLRXV FRUUHODWLRQ DQG PXOWLSOH UHJUHVVLRQ DQDO\VHV� GXH WR WKH IDFW WKDW SDWK DQDO\�
VLV UHTXLUHV WKH VDPH QXPEHU RI REVHUYDWLRQV IRU DOO UHJUHVVLRQV� $GGLWLRQDOO\� WKH ERRWVWUDSSLQJ
WHFKQLTXHV ZH ZLOO XVH WR DVVHVV WKH LPSDFW RI VDPSOH VL]H GR QRW DOORZ PLVVLQJ GDWD� )RU WKHVH
UHDVRQV� ZH XVH OLVWZLVH GHOHWLRQ RQ DOO FDVHV ZLWK PLVVLQJ GDWD�
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7KLUG� ZH ZLOO HYDOXDWH WKH UREXVWQHVV RI RXU PRGHO HVWLPDWHV XVLQJ ERRWVWUDSSLQJ
DQDO\VLV�

2YHUDOO PRGHO ILW DQG K\SRWKHVHV WHVW

:H ILUVW H[DPLQH WKH RYHUDOO ILW RI RXU PRGHO WR WKH GDWD� $V GLVFXVVHG LQ &KDSWHU
�� PRGHO ILW LV PHDVXUHG E\ WKH IROORZLQJ WHVWV� EDVHG RQ WKH DSSURDFK E\ 0HVVQHU
HW DO� ������� ��� &KL�6TXDUH� ��� *RRGQHVV�RI�)LW ,QGH[ �*),�� ��� &RPSDUDWLYH
)LW ,QGH[ �&),� DQG ��� 5RRW 0HDQ 6TXDUH (UURU RI $SSUR[LPDWLRQ �506($��

0RGHO ILW VWDWLVWLFV DUH VDWLVIDFWRU\� &KL�VTXDUHG LV QRW VLJQLILFDQW� ZLWK D S�YDOXH
RI ����� $ VLJQLILFDQW &KL�VTXDUHG YDOXH ZRXOG KDYH LQGLFDWHG D VLJQLILFDQW GLIIHU�
HQFH EHWZHHQ WKH REVHUYHG DQG SUHGLFWHG YDULDQFH�FRYDULDQFH PDWUL[� DQG ZRXOG
EH DQ LQGLFDWLRQ RI SRRU ILW RI WKH WHVWHG PRGHO WR WKH GDWD�

7KH IROORZLQJ ILW LQGLFDWRU� *),� \LHOGHG D YDOXH RI ����� LQGLFDWLQJ D VDWLVIDFWRU\
SHUFHQWDJH RI REVHUYHG FRYDULDQFHV WKDW DUH H[SODLQHG E\ WKH FRYDULDQFHV LPSOLHG
E\ WKHPRGHO� &RQYHQWLRQDOO\� *), YDOXHV DERYH �� LQGLFDWH JRRGPRGHO ILW �%HQWOHU�
������

7KH &), LQGLFDWRU DOVR VKRZV JRRG PRGHO ILW� ZLWK D YDOXH RI ��� ZKHUHDV WKH
FRQYHQWLRQDO WKUHVKROG LV DW �� �%\UQH� ������ &), LV RI SDUWLFXODU LPSRUWDQFH LQ
RXU FDVH� EHFDXVH LW LV WKH OHDVW VHQVLWLYH WR VDPSOH VL]H �)DQ HW DO�� ������

7KH VDPH DSSOLHV WR WKH 506($� ZKLFK JLYHV D YDOXH RI ���� LQ RXU VDPSOH�
ZLWK D 3&/26( YDOXH RI ����� LQGLFDWLQJ DGHTXDWH WR JRRG PRGHO ILW �%URZQH DQG
&XGHFN� ������

,Q OLJKW RI WKH DERYH UHVXOWV� ZH ILQG WKDW WKH GDWD ILWV WKH ZHOO� /HW XV QRZ WDNH
D FORVHU ORRN DW WKH UHVXOWV RI WKH UHJUHVVLRQ SDWKV LQFOXGHG LQ WKH PRGHO� 7KHVH
UHVXOWV SURYLGH HPSLULFDO HYLGHQFH WR VXSSRUW RU UHMHFW RXU K\SRWKHVHV� DV ZHOO DV
LQGLFDWLRQV RQ SRVVLEOH LPSURYHPHQWV RI WKH PRGHO�

7KH UHJUHVVLRQ SDWK UHVXOWV FRQILUP WKH UHVXOWV RI WKH LQGLYLGXDO UHJUHVVLRQ DQDO�
\VHV FRQGXFWHG HDUOLHU� 7KH\ SURYLGH VXSSRUW IRU DQG UHMHFW WKH VDPH VHWV RI K\�
SRWKHVHV�

:H ILQG D VLJQLILFDQW UHODWLRQVKLS EHWZHHQ LQGXVWULDO UHODWHGQHVV DQG UHODWLRQDO
VRFLDO FDSLWDO LQKHULWDQFH �p = .01�� DV ZHOO DV EHWZHHQ WHFKQRORJLFDO UHODWHGQHVV
DQG VWUXFWXUDO VRFLDO FDSLWDO LQKHULWDQFH �p = .00�� SURYLGLQJ VXSSRUW IRU K\SRWKHVLV
+��

:H DOVR ILQG D SRVLWLYH UHODWLRQVKLS EHWZHHQ LQGXVWULDO DQG WHFKQRORJLFDO UHODW�
HGQHVV� RQ RQH KDQG� DQG PRWKHU FRPSDQ\ VXSSRUW� RQ WKH RWKHU KDQG �p YDOXHV RI
��� DQG ���� UHVSHFWLYHO\�� 7KLV EULQJV VRPH VXSSRUW IRU K\SRWKHVLV +�� EXW WKH VLJ�
QLILFDQFH RI WKHVH UHJUHVVLRQV LV SRRUHU WKDQ LQ WKH LQGLYLGXDO UHJUHVVLRQ DQDO\VLV
FRQGXFWHG HDUOLHU�
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)LJXUH ���� 3DWK DQDO\VLV PRGHO �� 6WDQGDUGL]HG FRHIILFLHQWV DUH VKRZQ�
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,QKHULWHG VRFLDO FDSLWDO LV IRXQG WR SUHGLFW QHWZRUN UHVRXUFH FR�RSWDWLRQ� EULQJLQJ
VXSSRUW IRU K\SRWKHVLV +�� ZLWK WKH UHODWLRQDO GLPHQVLRQ EHLQJ SUHGRPLQDQW DQG WKH
HIIHFW EHLQJ VWURQJHU RQ TXDQWLW\ RI FR�RSWHG UHVRXUFHV� ,QKHULWHG UHODWLRQDO VRFLDO
FDSLWDO SUHGLFWV QHWZRUN UHVRXUFH FR�RSWDWLRQ TXDQWLW\ �Beta = .38� p = .01� DQG
FKHDSQHVV �Beta = .35� p = .02�� ,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO LV SRVLWLYHO\
UHODWHG WR QHW UHVRXUFH FR�RSWDWLRQ TXDQWLW\� EXW RQO\ VLJQLILFDQW DW WKH �� OHYHO�

0RWKHU FRPSDQ\ VXSSRUW UHJUHVVHV SRVLWLYHO\ DQG VLJQLILFDQWO\ RQ UHVRXUFH FR�
RSWDWLRQ IURP WKH PRWKHU FRPSDQ\� ZLWK VWURQJ HIIHFWV RQ ERWK TXDQWLW\ DQG FKHDS�
QHVV �p = .00 LQ ERWK FDVHV�� ZKLFK LV LQ OLQH ZLWK RXU K\SRWKHVLV +��

$V LQ WKH FDVH RI LQGLYLGXDO UHJUHVVLRQ WHVWLQJ XVLQJ 2/6� ZH ILQG QR VXSSRUW IRU
K\SRWKHVHV +� DQG +�� DV VRFLDO FDSLWDO LQKHULWDQFH DSSHDUV WR RFFXU LQGHSHQGHQWO\
RI SHUVRQQHO WUDQVIHU DQG PRWKHU FRPSDQ\ VXSSRUW� +\SRWKHVLV +�� ZKLFK VWDWHG
WKDW PRWKHU FRPSDQ\ VXSSRUW ZRXOG OHDG WR KLJKHU LQKHULWDQFH RI VRFLDO FDSLWDO�
DQG ZKLFK KDG RQO\ UHFHLYHG PRGHUDWH VXSSRUW LQ LQGLYLGXDO UHJUHVVLRQ WHVWLQJ� LV
UHMHFWHG E\ WKH SDWK DQDO\VLV� )LJXUH ��� VXPPDUL]HV WKH UHVXOWV RI WKH SDWK DQDO\VLV
FRQGXFWHG RQ WKH IXOO PRGHO DQG 7DEOH ���� VKRZV WKH UHVXOWV RI WKH SDWK UHJUHVVLRQV�

0XOWLYDULDWH QRUPDOLW\ FKHFN

$V GLVFXVVHG HDUOLHU� D FULWLFDO DVVXPSWLRQ LQ SDWK DQDO\VLV� DQG VWUXFWXUDO HTXDWLRQ
PRGHOV LQ JHQHUDO� LV PXOWLYDULDWH QRUPDOLW\� :H DGGUHVV WKLV ILUVWO\ E\ DVVHVVLQJ
WKH QRUPDOLW\ RI RXU YDULDEOHV LQGLYLGXDOO\� DQG DW WKH PXOWLYDULDWH OHYHO� $V D VHF�
RQG VWHS� ZH ZLOO FKHFN WKH GDWD IRU RXWOLHUV� XVLQJ WKH 0DKDODQRELV PXOWLYDULDWH
GLVWDQFH LQGLFDWRU� )LQDOO\� ZH ZLOO HYDOXDWH WKH UREXVWQHVV RI RXU PRGHO HVWLPDWHV
XVLQJ ERRWVWUDSSLQJ DQDO\VLV�

7KH ILUVW VWHS LQ DGGUHVVLQJ WKLV FRQFHUQ LV GLDJQRVLQJ KRZ PXFK WKH GDWD GH�
YLDWHV IURP QRUPDO GLVWULEXWLRQV� 7DEOH ���� VKRZV WKH GHVFULSWLYH VWDWLVWLFV �PLQ�
LPXP� PD[LPXP� VNHZQHVV� NXUWRVLV DQG FULWLFDO UDWLRV� IRU WKH YDULDEOHV LQ WKH
PRGHO� DV ZHOO DV WKH 0DUGLD PXOWLYDULDWH NXUWRVLV LQGLFDWRU� $W WKH XQLYDULDWH OH�
YHO� FULWLFDO UDWLRV �&�5�� EHORZ ���� DUH FRQYHQWLRQDOO\ FRQVLGHUHG DFFHSWDEOH� ,Q
RXU UHVXOWV� WZR YDULDEOHV DUH RI SDUWLFXODU FRQFHUQ� (TXLW\ 6WDNH DQG )RXQGHUV¶
\HDUV DW 0RWKHU FRPSDQ\ KDYH FULWLFDO UDWLRV RI NXUWRVLV RI ���� DQG ����� UHVSHF�
WLYHO\� DQG FULWLFDO UDWLRV IRU VNHZQHVV RI ���� DQG ����� UHVSHFWLYHO\� 7KUHH RWKHU
YDULDEOHV �,QK� VWUXFWXUDO VRFLDO FDSLWDO� 1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV DQG
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\� DOVR KDYH SRVLWLYH VNHZQHVV YDOXHV WKDW
DUH VLJQLILFDQWO\ GLIIHUHQW IURP ]HUR� DOWKRXJK WR D OHVVHU GHJUHH �&�5�� ����� ����
DQG ����� UHVSHFWLYHO\�� 2Q WKH RWKHU KDQG� DOO RWKHU NXUWRVLV YDOXHV GR QRW GHSDUW
VLJQLILFDQWO\ IURP WKH QRUPDO GLVWULEXWLRQ� D SRVLWLYH HOHPHQW� DV NXUWRVLV LV WKH W\SH
RI GHYLDWLRQ IURP QRUPDOLW\ WKDW PRVW VWURQJO\ DIIHFWV 0D[LPXP /LNHOLKRRG HVWL�
PDWRUV �%\UQH� ������ 3UREDEO\ DV D UHVXOW RI WKH VWURQJ GHYLDWLRQ E\ WKH ILUVW WZR
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YDULDEOHV� 0DUGLD¶V PXOWLYDULDWH NXUWRVLV LQGLFDWRU LV VLJQLILFDQWO\ GLIIHUHQW IURP
]HUR �&�5� ������ 1RUPDOLW\ DVVXPSWLRQV DUH WKHUHIRUH QRW SHUIHFWO\ UHVSHFWHG� EXW
WKLV DQDO\VLV JLYHV XV DQ LQGLFDWLRQ WKDW WKLV LVVXH LV ODUJHO\ FRQVWUDLQHG WR WZR YDUL�
DEOHV �(TXLW\ VWDNH� )RXQGHUV¶ \HDUV DW WKH 0RWKHU FRPSDQ\�� ,Q D VXEVHTXHQW UXQ
RI WKH SDWK DQDO\VLV� ZH ZLOO UHPRYH WKHVH WZR YDULDEOHV DQG FKHFN ZKHWKHU WKLV
LPSURYHV PRGHO ILW VWDWLVWLFV�

7DEOH ����� 0RGHO �� DVVHVVPHQW RI QRUPDOLW\

9DULDEOH PLQ PD[ VNHZ F�U� NXUWRVLV F�U�
(TXLW\ VWDNH ��� ������ ���� ���� ���� ����
)RXQGHU \HDUV DW 0RWKHU FR� ��� ����� ���� ���� ���� ����
7HFK� UHODWHGQHVV ���� ���� ���� ����� ���� ����
,QGXVWULDO UHODWHGQHVV ���� ���� ��� ��� ���� �����
0RWKHU FRPSDQ\ VXSSRUW ���� ���� ���� ���� ����� �����
,QK� UHODWLRQDO VRFLDO FDSLWDO ���� ���� ��� ��� ���� �����
,QK� VWUXFWXUDO VRFLDO FDSLWDO ��� ����� ���� ���� ���� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ��� ��� ����� �����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ��� ���� ���� ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ��� ���� ����� �����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ���� ���� ��� ���
0XOWLYDULDWH ����� ����

$V D VHFRQG VWHS� ZH VFDQQHG WKH GDWD IRU RXWOLHUV DQG FRPSXWHG 0DKDODQRELV¶V
G�VTXDUHG GLVWDQFH LQGLFDWRU DQG FDOFXODWHG WKH SUREDELOLW\ RI REVHUYLQJ WKHVH GH�
YLDWLRQV IURP WKH FHQWURLG� 6SHFLILFDOO\� 7DEOH ���� IRFXVHV RQ WKH RFFXUUHQFH RI
RXWOLHUV� LQGLYLGXDO REVHUYDWLRQV WKDW GLIIHU PDUNHGO\ IURP WKH JHQHUDO UXQ RI RE�
VHUYDWLRQV� 7KH WDEOH OLVWV WKH REVHUYDWLRQV WKDW DUH IXUWKHVW IURP WKH FHQWURLG RI
DOO REVHUYDWLRQV� XVLQJ DV WKH GLVWDQFH PHDVXUH IRU WKH L�WK REVHUYDWLRQ WKH VTXDUHG
0DKDODQRELV GLVWDQFH� 7KH S� FROXPQ LQGLFDWHV WKH SUREDELOLW\ RI DQ\ DUELWUDU\ G�
VTXDUHG H[FHHGLQJ WKH REVHUYHG YDOXH� 7KH S� FROXPQ LQGLFDWHV WKH SUREDELOLW\ RI
WKH ODUJHVW �RU VHFRQG ODUJHVW� HWF�� G�VTXDUHG H[FHHGLQJ WKH REVHUYHG YDOXH� 6PDOO
QXPEHUV LQ WKH S� FROXPQ DUH WR EH H[SHFWHG� 6PDOO QXPEHUV LQ WKH S� FROXPQ�
RQ WKH RWKHU KDQG� ZRXOG LQGLFDWH REVHUYDWLRQV WKDW DUH LPSUREDEO\ IDU IURP WKH
FHQWURLG XQGHU WKH K\SRWKHVLV RI QRUPDOLW\ �$UEXFNOH� ������ ,Q RXU GDWD� QRQH RI
WKH SUREDELOLWLHV LQ WKH S� FROXPQ LV VLJQLILFDQW �S� YDOXHV DUH FRPSULVHG EHWZHHQ
��� DQG ����� VR WKHUH LV QR HYLGHQFH WKDW DQ\ RI WKH ILYH PRVW XQXVXDO REVHUYDWLRQV
VKRXOG EH WUHDWHG DV RXWOLHUV XQGHU WKH DVVXPSWLRQ RI QRUPDOLW\�
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7DEOH ����� 0RGHO �� REVHUYDWLRQV IDUWKHVW IURP WKH FHQWURLG �0DKDODQRELV GLVWDQFH�

2EVHUYDWLRQ QXPEHU 0DKDODQRELV G�VTXDUHG S� S�
� ����� ��� ���
� ����� ��� ���
�� ����� ��� ���
�� ����� ��� ���
�� ����� ��� ���

%RRWVWUDSSLQJ DQDO\VLV

$V D ILQDO VWHS� KDYLQJ IRXQG HYLGHQFH RI QRQ�QRUPDOLW\ LQ RXU GDWDVHW SUREDEO\ GXH
WR VPDOO VDPSOH VL]H� ZH WULHG WR DVVHVV WKH VWDELOLW\ RI RXU UHVXOWV XVLQJ ERRWVWUDS�
SLQJ DQDO\VLV�

:H FRQGXFWHG D ERRWVWUDS RI ����� LWHUDWLRQV RQ RXU VDPSOH GDWD LQ RUGHU WR DVVHVV
RYHUDOO PRGHO ILW XVLQJ WKH %ROOHQ�6WLQH FRUUHFWHG S�YDOXH �$UEXFNOH� ����� %ROOHQ
DQG 6WLQH� ������ :H REWDLQHG D %ROOHQ�6WLQH S�YDOXH RI ���� ZKLFK GRHV QRW DOORZ
XV WR UHMHFW WKH PRGHO DV ILWWLQJ WKH GDWD FRUUHFWO\� ,Q RWKHU ZRUGV� WKH GDWD GRHV QRW
GHSDUW VLJQLILFDQWO\ IURP WKH PRGHO DW DQ\ FRQYHQWLRQDO VLJQLILFDQFH OHYHO�

8VLQJ ERRWVWUDSSLQJ DQDO\VLV� ZH DOVR FRPSXWHG FRQILGHQFH LQWHUYDOV IRU WKH SD�
UDPHWHU HVWLPDWHV� VWDQGDUG HUURUV RI SDUDPHWHU HVWLPDWHV� DQG VLJQLILFDQFH WHVWV IRU
LQGLYLGXDO SDUDPHWHUV� 7DEOH ���� VKRZV WKH ��� FRQILGHQFH LQWHUYDOV DQG p YDOXHV
IRU WKH VWDQGDUGL]HG UHJUHVVLRQ ZHLJKWV LQ WKH PRGHO� %RRWVWUDSSLQJ DQDO\VLV FRQ�
ILUPV DOO UHJUHVVLRQ SDWKV WKDW KDG SUHYLRXVO\ EHHQ IRXQG WR EH VLJQLILFDQW� ZLWK WKH
H[FHSWLRQ RI WKH SDWK EHWZHHQ ,QGXVWULDO UHODWHGQHVV DQG 0RWKHU FRPSDQ\ VXSSRUW�
7KLV UHJUHVVLRQ SDWK ZDV RQO\ VLJQLILFDQW DW WKH �� OHYHO LQ WKH RULJLQDO UHJUHVVLRQ
DQG KDV DQ HVWLPDWHG p YDOXH RI ��� LQ WKH ERRWVWUDS� RQO\ D VOLJKW GHWHULRUDWLRQ�

7KHVH UHVXOWV JLYH XV VRPH GHJUHH RI FRQILGHQFH LQ WKH VWDELOLW\ RI WKH SDUDPHWHU
HVWLPDWHV GHVSLWH WKH VPDOO VDPSOH VL]H DQG VRPH GHYLDWLRQV IURP QRUPDOLW\�



���
7D
EO
H
��
��
�0

RG
HO
��
ER
RW
VW
UD
S
FR
QI
LG
HQ
FH

LQ
WH
UY
DO
V�
VW
DQ
GD
UG
L]
HG

UH
JU
HV
VL
RQ

HV
WLP

DW
HV

5
HJ
UH
VV
LR
Q
3D
WK

6W
G�
(V
WLP

DW
H

/R
Z
HU

8
SS
HU

3
0
RW
KH
UF
RP

SD
Q\

VX
SS
RU
W←
−
,Q
GX
VW
ULD
OU
HO
DW
HG
QH
VV

��
�

���
�

��
�

��
�

0
RW
KH
UF
RP

SD
Q\

VX
SS
RU
W←
−
7H
FK
�U
HO
DW
HG
QH
VV

��
�

���
�

��
�

��
�

,Q
K�
VW
UX
FW
XU
DO
VR
FL
DO
FD
SL
WD
O←
−
,Q
GX
VW
ULD
OU
HO
DW
HG
QH
VV

���
�

���
�

��
�

��
�

,Q
K�
VW
UX
FW
XU
DO
VR
FL
DO
FD
SL
WD
O←
−
7H
FK
�U
HO
DW
HG
QH
VV

��
�

��
�

��
�

��
�

,Q
K�
VW
UX
FW
XU
DO
VR
FL
DO
FD
SL
WD
O←
−
(T
XL
W\
VW
DN
H

��
�

���
�

��
�

��
�

,Q
K�
VW
UX
FW
XU
DO
VR
FL
DO
FD
SL
WD
O←
−
)R
XQ
GH
U\
HD
UV
DW
0
RW
KH
UF
R�

���
�

���
�

��
�

��
�

,Q
K�
VW
UX
FW
XU
DO
VR
FL
DO
FD
SL
WD
O←
−
0
RW
KH
UF
R�
VX
SS
RU
W

���
�

���
�

��
�

��
�

,Q
K�
UH
OD
WLR
QD
OV
RF
LD
OF
DS
LWD
O←
−
0
RW
KH
UF
R�
VX
SS
RU
W

��
�

���
�

��
�

��
�

,Q
K�
UH
OD
WLR
QD
OV
RF
LD
OF
DS
LWD
O←
−
)R
XQ
GH
U\
HD
UV
DW
0
RW
KH
UF
R�

���
�

���
�

��
�

��
�

,Q
K�
UH
OD
WLR
QD
OV
RF
LD
OF
DS
LWD
O←
−
7H
FK
�U
HO
DW
HG
QH
VV

��
�

���
�

��
�

��
�

,Q
K�
UH
OD
WLR
QD
OV
RF
LD
OF
DS
LWD
O←
−
,Q
GX
VW
ULD
OU
HO
DW
HG
QH
VV

��
�

��
�

��
�

��
�

,Q
K�
UH
OD
WLR
QD
OV
RF
LD
OF
DS
LWD
O←
−
(T
XL
W\
VW
DN
H

��
�

���
�

��
�

��
�

0
RW
KH
UF
R�
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
TX
DQ
WLW
\
←
−
0
RW
KH
UF
R�
VX
SS
RU
W

��
�

��
�

��
�

��
�

0
RW
KH
UF
R�
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
FK
HD
SQ
HV
V←
−
0
RW
KH
UF
R�
VX
SS
RU
W

��
�

��
�

��
�

��
�

1
HW
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
FK
HD
SQ
HV
V←
−
,Q
K�
UH
OD
WLR
QD
OV
RF
�F
DS
�

��
�

��
�

��
�

��
�

1
HW
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
TX
DQ
WLW
\
←
−
,Q
K�
UH
OD
WLR
QD
OV
RF
�F
DS
�

��
�

��
�

��
�

��
�

1
HW
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
TX
DQ
WLW
\
←
−
,Q
K�
VW
UX
FW
XU
DO
VR
F�
FD
S�

��
�

��
�

��
�

��
�

1
HW
UH
VR
XU
FH

FR
�R
SW
DW
LR
Q
FK
HD
SQ
HV
V←
−
,Q
K�
VW
UX
FW
XU
DO
VR
F�
FD
S�

��
�

���
�

��
�

��
�



���

����� 3DWK DQDO\VLV� PRGHO �

,Q WKLV VHFWLRQ ZH H[DPLQH WKH ILW RI DQ DOWHUQDWLYH SDWK PRGHO� IURP ZKLFK ZH
GLVFDUG WKRVH YDULDEOHV WKDW ZHUH IRXQG WR KDYH QR RU YHU\ OLPLWHG H[SODQDWRU\
SRZHU� DV ZHOO DV KDYLQJ WKH KLJKHVW GHYLDWLRQV IURP QRUPDOLW\� 7KHVH YDULDEOHV
DUH )RXQGHUV¶ \HDUV DW PRWKHU FRPSDQ\ DQG (TXLW\ VWDNH RZQHG E\ PRWKHU FRP�
SDQ\��

$V ZH GLG LQ WKH SUHYLRXV SDWK DQDO\VLV UXQ� ZH ZLOO ILUVW JLYH DQ RYHUYLHZ RI WKH
RYHUDOO PRGHO ILW DQG WKH LQGLYLGXDO SDWK UHJUHVVLRQV� :H ZLOO WKHQ FKHFN WKH QHZ
GDWDVHW IRU PXOWLYDULDWH QRUPDOLW\ DQG ILQDOO\ WHVW WKH VWDELOLW\ RI WKH UHVXOWV XVLQJ
ERRWVWUDSSLQJ DQDO\VLV�

2YHUDOO PRGHO ILW DQG K\SRWKHVHV WHVW

7KH IROORZLQJ DUH WKH UHVXOWV RI WKH SDWK DQDO\VLV RQ WKH VHFRQG YHUVLRQ RI WKHPRGHO�
LOOXVWUDWHG LQ )LJXUH ����

$OO JRRGQHVV�RI�ILW VWDWLVWLFV IRU WKLV YHUVLRQ RI WKH PRGHO VKRZ JRRG PRGHO ILW�
ZLWK VRPH LPSURYHPHQW RYHU WKH SUHYLRXV YHUVLRQ�

� &KL�VTXDUHG LV QRW VLJQLILFDQW� ZLWK D S�YDOXH RI ����

� *RRGQHVV�RI�)LW ,QGH[ �*),� VWDQGV DW ����� DERYH WKH UHFRPPHQGHG WKUHVK�
ROG RI ��

� &RPSDUDWLYH )LW ,QGH[ �&),� KDV D PD[LPXP YDOXH RI ����

� 5RRW 0HDQ 6TXDUH (UURU RI $SSUR[LPDWLRQ �506($� LV FDOFXODWHG DW �����
ZHOO EHORZ WKH UHFRPPHQGHG WKUHVKROG RI ���� DQG 3&/26( VWDQGV DW ����

7KHVH JRRGQHVV�RI�ILW UHVXOWV OHDG XV WR DFFHSW WKH FXUUHQW PRGHO DV JOREDOO\ FRQ�
VLVWHQW ZLWK WKH GDWD�

7XUQLQJ WR WKH UHJUHVVLRQ SDWKV EHWZHHQ FRQVWUXFWV� WKH VHWV RI K\SRWKHVHV WKDW
DUH VXSSRUWHG RU UHMHFWHG E\ WKH SDWK DQDO\VLV DUH WKH VDPH DV LQ WKH SUHYLRXV SDWK
DQDO\VLV UXQ� DV ZHOO DV LQ WKH LQGLYLGXDO UHJUHVVLRQ WHVWV� 7DEOH ���� VKRZV WKH
UHJUHVVLRQ ZHLJKWV IRU WKH SDWKV LQFOXGHG LQ WKH PRGHO� DORQJ ZLWK WKHLU VWDQGDUG
HUURU� FULWLFDO UDWLR DQG 3�YDOXH� 7KH FRPELQDWLRQ RI JRRG PRGHO ILW DQG VLJQLILFDQW
UHJUHVVLRQ FRHIILFLHQWV OHQG HPSLULFDO VXSSRUW WR K\SRWKHVHV +�� +�� +� DQG +��

7HFKQRORJLFDO UHODWHGQHVV KDV D VLJQLILFDQW SRVLWLYH HIIHFW RQ LQKHULWHG VWUXFWXUDO
VRFLDO FDSLWDO �Beta = .48� p = .00�� ,QGXVWULDO UHODWHGQHVV KDV D VLJQLILFDQW SRVLWLYH

�1RWH� E\ UHPRYLQJ WKHVH YDULDEOHV� DYDLODEOH VDPSOH VL]H DIWHU OLVWZLVH GHOHWLRQ LQFUHDVHV WR
�� DQG WKH QXPEHU RI SDUDPHWHUV WR HVWLPDWH GHFUHDVHV E\ ��



���

)LJXUH ���� 3DWK DQDO\VLV PRGHO �� 6WDQGDUGL]HG FRHIILFLHQWV DUH VKRZQ�



���

HIIHFW RQ LQKHULWHG UHODWLRQDO VRFLDO FDSLWDO �Beta = .32� p = .05�� 7KLV LV LQ OLQH
ZLWK RXU K\SRWKHVLV +��

$OWKRXJK WKH FRUUHVSRQGLQJ UHJUHVVLRQ SDWK LV RQO\ VLJQLILFDQW DW WKH �� OHYHO� WKH
SRVLWLYH UHJUHVVLRQ FRHIILFLHQW RI LQGXVWULDO UHODWHGQHVV RQ PRWKHU FRPSDQ\ VXSSRUW
�Beta = .28� p = .08� OHQGV VRPH VXSSRUW WR K\SRWKHVLV +��

,QKHULWHG UHODWLRQDO VRFLDO FDSLWDO KDV D VLJQLILFDQW SRVLWLYH HIIHFW RQ ERWK GL�
PHQVLRQV RI QHWZRUN UHVRXUFH FR�RSWDWLRQ� 7KH HIIHFW DSSHDUV HTXDOO\ VWURQJ RQ
TXDQWLW\ RI UHVRXUFH FR�RSWDWLRQ DQG RQ ³FKHDSQHVV´ �Beta� ��� DQG ���� UHVSHF�
WLYHO\�� ,QKHULWHG VWUXFWXUDO VRFLDO FDSLWDO KDV D VLJQLILFDQW SRVLWLYH HIIHFW RQ WKH
TXDQWLW\ GLPHQVLRQ� EXW VKRZV QR VLJQLILFDQW HIIHFW RQ WKH ³FKHDSQHVV´ RI UHVRXUFH
FR�RSWDWLRQ� 7KLV EULQJV HPSLULFDO VXSSRUW IRU K\SRWKHVLV +��

7KLV UHVXOW LV FRQVLVWHQW ZLWK WKH QRWLRQ WKDW WKH VWUXFWXUDO GLPHQVLRQ RI VRFLDO
FDSLWDO UHIHUV WR WKH DELOLW\ WR DFFHVV UHVRXUFHV WKURXJK QHWZRUN WLHV UDWKHU WKDQ WR
WKH FRQWHQW RU VWUHQJWK RI WKRVH WLHV� ,W LV WKH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO
ZKLFK DOORZV WKH VSLQ�RII WR REWDLQ PRUH IDYRUDEOH FRQGLWLRQV�

,Q OLQH ZLWK K\SRWKHVLV +�� PRWKHU FRPSDQ\ VXSSRUW KDV VLJQLILFDQW SRVLWLYH
HIIHFWV RQ ERWK GLPHQVLRQV RI UHVRXUFH FR�RSWDWLRQ IURP WKH PRWKHU FRPSDQ\� WKH
HIIHFW EHLQJ VWURQJHU RQ WKH TXDQWLW\ GLPHQVLRQ �Beta = .61� FRPSDUHG WR �����

7KH K\SRWKHVLV +� LV QRW VXSSRUWHG E\ WKH DQDO\VLV RI WKLV PRGHO� DV QRQH RI
WKH FRUUHVSRQGLQJ UHJUHVVLRQ SDWKV \LHOGHG VLJQLILFDQW HVWLPDWHV� 2XU HPSLULFDO
HYLGHQFH VXJJHVWV WKDW VRFLDO FDSLWDO LQKHULWDQFH LV LQGHSHQGHQW RI WKH GHJUHH RI
VXSSRUW RIIHUHG E\ WKH PRWKHU FRPSDQ\� +\SRWKHVLV +� ZDV GURSSHG IURP WKLV SDWK
DQDO\VLV DORQJ ZLWK WKH YDULDEOH RQ WKH (TXLW\ VWDNH KHOG E\ WKH PRWKHU FRPSDQ\
LQ WKH VSLQ�RII�
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0XOWLYDULDWH QRUPDOLW\ FKHFN

$V ZH GLG IRU WKH SUHYLRXV PRGHO� ZH QRZ WHVW RXU GDWD IRU QRUPDOLW\� KDYLQJ H[�
FOXGHG WKH WZR YDULDEOHV WKDW GHYLDWHG WKH PRVW IURP QRUPDOLW\� 7KH UHVXOWV DUH
UHSRUWHG LQ 7DEOH ����� $OWKRXJK VNHZ LV VWLOO D FRQFHUQ IRU WKUHH YDULDEOHV �,QK�
VWUXFWXUDO VRFLDO FDSLWDO� 1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV DQG 0RWKHU FR� UH�
VRXUFH FR�RSWDWLRQ TXDQWLW\�� ZLWK VNHZ &ULWLFDO 5DWLRV �&�5�� RI ����� ���� DQG
����� UHVSHFWLYHO\� DOO YDULDEOHV KDYH NXUWRVLV YDOXHV WKDW GR QRW GHSDUW VLJQLILFDQWO\
IURP WKH QRUPDO GLVWULEXWLRQ� $OVR� DQG PRVW LPSRUWDQWO\ LQ WKH FRQWH[W RI SDWK
DQDO\VLV DQG VWUXFWXUDO HTXDWLRQ PRGHOLQJ� 0DUGLD¶V PXOWLYDULDWH NXUWRVLV LQGLFDWRU
LV QRZ QR ORQJHU VLJQLILFDQWO\ GLIIHUHQW IURP ]HUR �&�5�� ������ *LYHQ WKLV FDYHDW
WKDW WKUHH YDULDEOHV VKRZ VRPH GHJUHH RI VNHZQHVV� QRUPDOLW\ DVVXPSWLRQV RQ D
PXOWLYDULDWH OHYHO DUH PRUH FORVHO\ UHVSHFWHG LQ WKLV VHFRQG UXQ RI WKH SDWK DQDO\�
VLV�

7DEOH ����� 0RGHO �� DVVHVVPHQW RI QRUPDOLW\

9DULDEOH PLQ PD[ VNHZ F�U� NXUWRVLV F�U�
7HFK� UHODWHGQHVV ���� ���� ���� ����� ���� ����
,QGXVWULDO UHODWHGQHVV ���� ���� ��� ��� ���� �����
0RWKHU FRPSDQ\ VXSSRUW ���� ���� ���� ���� ����� �����
,QK� UHODWLRQDO VRFLDO FDSLWDO ���� ���� ��� ��� ���� �����
,QK� VWUXFWXUDO VRFLDO FDSLWDO ��� ����� ���� ���� ���� ����
1HW UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ��� ��� ����� �����
1HW UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ��� ���� ���� ����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ FKHDSQHVV ���� ����� ��� ���� ����� �����
0RWKHU FR� UHVRXUFH FR�RSWDWLRQ TXDQWLW\ ���� ����� ���� ���� ��� ���
0XOWLYDULDWH ���� ����

0DKDODQRELV GLVWDQFH KDV DOVR LPSURYHG DV D UHVXOW RI GURSSLQJ WKH WZR PRVW
QRQ�QRUPDO YDULDEOHV� DV FDQ EH VHHQ LQ 7DEOH ����� 1RQH RI WKH S� YDOXHV DUH
VLJQLILFDQW �UDQJH� ��� WR ����� LQGLFDWLQJ WKDW QRQH RI WKH REVHUYDWLRQV FDQ EH FRQ�
VLGHUHG RXWOLHUV XQGHU WKH DVVXPSWLRQ RI QRUPDOLW\� $OVR� WKH ORZHVW YDOXHV LQ WKH
S� FROXPQ DUH KLJKHU WKDQ LQ WKH SUHYLRXV UXQ RI WKH SDWK DQDO\VLV� LQGLFDWLQJ DQ
LPSURYHPHQW�

7DEOH ����� 0RGHO �� REVHUYDWLRQV IDUWKHVW IURP WKH FHQWURLG �0DKDODQRELV GLVWDQFH�

2EVHUYDWLRQ QXPEHU 0DKDODQRELV G�VTXDUHG S� S�
� ������ ��� ���
�� ������ ��� ���
�� ������ ��� ���
� ������ ��� ���
�� ������ ��� ���
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%RRWVWUDSSLQJ DQDO\VLV

5XQQLQJ DJDLQ D ERRWVWUDS DQDO\VLV ������ LWHUDWLRQV�� ZH REWDLQ D %ROOHQ�6WLQH FRU�
UHFWHG S�YDOXH RI ���� ZKLFK LQGLFDWHV JRRG PRGHO ILW WR WKH GDWD�

)LQDOO\� ZH XVH WKH ERRWVWUDS DQDO\VLV WR JHQHUDWH FRQILGHQFH LQWHUYDOV IRU SD�
UDPHWHU HVWLPDWHV� VWDQGDUG HUURUV RI SDUDPHWHU HVWLPDWHV� DQG VLJQLILFDQFH WHVWV
IRU LQGLYLGXDO SDUDPHWHUV� 7KH UHVXOWV DUH VKRZQ LQ 7DEOH ����� 7KH ERRWVWUDS
DQDO\VLV FRQILUPV DOO UHJUHVVLRQ SDWKV WKDW ZHUH IODJJHG DV VLJQLILFDQW E\ WKH SDWK
DQDO\VLV� JLYLQJ XV VRPH OHYHO RI FRQILGHQFH LQ WKH VWDELOLW\ RI WKH UHVXOWV LQ WKLV
VHFRQG PRGHO� GHVSLWH WKH VPDOO VDPSOH VL]H�

����� 3DWK DQDO\VHV� &RQFOXVLRQV

7KH UHVXOWV RI WKH WZR SDWK DQDO\VHV ODUJHO\ FRQILUP WKRVH RI PXOWLSOH UHJUHVVLRQ
DQDO\VLV� EXW JLYH XV DGGLWLRQDO LQIRUPDWLRQ DV WR ZKLFK FRPELQDWLRQ RI YDULDEOHV DV
D ZKROH ILW WKH GDWD EHVW� $ VLJQLILFDQW UHJUHVVLRQ SDWK LQ D ZHOO�ILWWLQJ PRGHO SUR�
YLGHV VWURQJHU VXSSRUW IRU WKH XQGHUO\LQJ K\SRWKHVLV WKDQ GRHV LVRODWHG UHJUHVVLRQ
DQDO\VLV �%\UQH� ������

7KH FHQWUDO SRUWLRQ RI WKH LQLWLDO WKHRUHWLFDO PRGHO� FRQVLVWLQJ RI WKH LQKHULWDQFH
RI VRFLDO FDSLWDO DQG LWV SRVLWLYH HIIHFW RQ UHVRXUFH FR�RSWDWLRQ� ILQGV HPSLULFDO VXS�
SRUW� 'HVSLWH WKH VPDOO VDPSOH VL]H� ERRWVWUDS DQDO\VLV LQGLFDWHV WKDW WKH SDWK DQDO�
\VLV UHVXOWV DUH TXLWH VWDEOH�

3DWK DQDO\VLV SURYLGHV HPSLULFDO VXSSRUW IRU K\SRWKHVLV +�� ZKLFK SUHGLFWV WKDW
KLJKHU GHJUHHV RI UHODWHGQHVV EHWZHHQ WKH VSLQ�RII¶V DFWLYLWLHV DQG WKH PRWKHU FRP�
SDQ\¶V ZLOO OHDG WR KLJKHU LQKHULWDQFH RI VRFLDO FDSLWDO IRU WKH VSLQ�RII� /RRNLQJ DW
WKH GLPHQVLRQV RI UHODWHGQHVV DQG VRFLDO FDSLWDO LQ PRUH GHWDLO� ZH ILQG WKDW LQGXV�
WULDO UHODWHGQHVV KDV D SRVLWLYH HIIHFW RQ WKH LQKHULWDQFH RI UHODWLRQDO VRFLDO FDSLWDO�
ZKHUHDV WHFKQRORJLFDO UHODWHGQHVV SRVLWLYHO\ LPSDFWV VWUXFWXUDO VRFLDO FDSLWDO LQKHU�
LWDQFH�

:H DOVR ILQG SDUWLDO HPSLULFDO VXSSRUW IRU K\SRWKHVLV +�� DOWKRXJK JHQHUDOO\
RQO\ DW WKH �� VLJQLILFDQFH OHYHO� ,QGXVWULDO UHODWHGQHVV DSSHDUV WR KDYH D SRVLWLYH
HIIHFW RQ WKH GHJUHH RI PRWKHU FRPSDQ\ VXSSRUW� 2QH WKHRUHWLFDO SRVVLELOLW\ WKDW ZH
ZRXOG OLNH WR H[SORUH� DQG ZLOO GLVFXVV IXUWKHU LQ WKH QH[W FKDSWHU� LV WKDW WKLV ORZ
GHJUHH RI VLJQLILFDQFH FRXOG EH FDXVHG E\ D UHODWLRQVKLS WKDW LV DFWXDOO\ QRQ�OLQHDU�

2Q WKH UHVRXUFH FR�RSWDWLRQ VLGH RI RXU PRGHO� ZH ILQG HPSLULFDO HYLGHQFH VXS�
SRUWLQJ K\SRWKHVLV +�� ZKLFK SUHGLFWV D SRVLWLYH LPSDFW RI LQKHULWHG VRFLDO FDSLWDO
RQ WKH VSLQ�RII¶V UHVRXUFH FR�RSWDWLRQ IURP WKH QHWZRUN� /RRNLQJ PRUH FORVHO\
DW WKH GLPHQVLRQV RI VRFLDO FDSLWDO DQG UHVRXUFH FR�RSWDWLRQ� ZH ILQG WKDW LQKHULWHG
VWUXFWXUDO VRFLDO FDSLWDO KDV D SRVLWLYH HIIHFW RQ WKH TXDQWLW\ RI UHVRXUFH FR�RSWDWLRQ�
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ZKHUHDV UHODWLRQDO VRFLDO FDSLWDO VHHPV WR SRVLWLYHO\ DIIHFW ERWK TXDQWLW\ DQG FKHDS�
QHVV RI UHVRXUFHV FR�RSWHG E\ WKH FRPSDQ\�

/DVWO\� RXU DQDO\VHV VXSSRUW K\SRWKHVLV +�� ZKLFK SUHGLFWHG KLJKHU UHVRXUFH FR�
RSWDWLRQ IURP WKH PRWKHU FRPSDQ\ ZKHQ WKH PRWKHU FRPSDQ\¶V DWWLWXGH WR WKH VSLQ�
RII LV IDYRUDEOH� :H ILQG WKDW ERWK TXDQWLW\ DQG FKHDSQHVV RI UHVRXUFH FR�RSWDWLRQ
DUH SRVLWLYHO\ DIIHFWHG E\ D VXSSRUWLYH DWWLWXGH IURP WKH PRWKHU FRPSDQ\�

2XU DQDO\VHV DOVR SURYLGHG XV ZLWK HYLGHQFH WR UHMHFW K\SRWKHVLV +�� ZKLFK
VWDWHG WKDW WKH QXPEHU RI IRXQGHUV WUDQVIHUUHG IURP WKH PRWKHU FRPSDQ\ WR WKH
VSLQ�RII ZRXOG KDYH D SRVLWLYH LPSDFW RQ LQKHULWDQFH RI VRFLDO FDSLWDO� :H EHOLHYH
WKLV UHMHFWLRQ LV DQ LQWHUHVWLQJ LQIRUPDWLRQ UHJDUGLQJ WKH PHFKDQLVP RI VRFLDO FDSL�
WDO LQKHULWDQFH IRU VSLQ�RIIV DV LW LQGLFDWHV WKDW WKH IRXQGHUV GR QRW DFW VR PXFK DV D
YHKLFOH� EXW WKDW WKH VRFLDO FDSLWDO LQKHULWDQFH KDSSHQV DW WKH RUJDQL]DWLRQDO OHYHO�

+\SRWKHVLV +� LV DOVR UHMHFWHG� ZKLFK SUHGLFWHG KLJKHU OHYHOV RI VRFLDO FDSLWDO
LQKHULWDQFH LQ WKH SUHVHQFH RI D VXSSRUWLYH PRWKHU FRPSDQ\� 7KLV DOVR SURYLGHV
XV LQIRUPDWLRQ UHJDUGLQJ WKH VRFLDO FDSLWDO LQKHULWDQFH PHFKDQLVP� DV LW DSSHDUV WR
RFFXU LQGHSHQGHQWO\ RI WKH PRWKHU FRPSDQ\¶V DWWLWXGH� :H VSHFXODWH WKDW WKH ³OLQ�
HDJH´ RI WKH VSLQ�RII LV ZKDW LV DW SOD\ LQ GHWHUPLQLQJ VRFLDO FDSLWDO LQKHULWDQFH� WR
XVH D ELRORJLFDO PHWDSKRU IURP WKH VSLQ�RII OLWHUDWXUH �.OHSSHU DQG 6OHHSHU� ������
:H ZLOO LQYHVWLJDWH WKLV SRLQW IXUWKHU LQ WKH QH[W FKDSWHU�
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� &21&/86,216

7KH ILQDO FKDSWHU RI WKLV GLVVHUWDWLRQ SUHVHQWV WKH PDLQ ILQGLQJV RI RXU UHVHDUFK� 2XU
FRQFOXVLRQV UHJDUGLQJ WKH LQKHULWDQFH RI VRFLDO FDSLWDO� LWV DQWHFHGHQWV DQG LPSDFW
IRU VSLQ�RIIV DQG GH QRYR VWDUW�XSV DUH GLVFXVVHG� :H GLVFXVV WKH LPSOLFDWLRQV RI
RXU ILQGLQJV IURP D WKHRUHWLFDO DQG PDQDJHULDO VWDQGSRLQW DQG GUDZ WKH UHDGHU¶V
DWWHQWLRQ WR WKH OLPLWDWLRQV RI WKH VWXG\� )LQDOO\� ZH FRQFOXGH E\ VXJJHVWLQJ DYHQXHV
IRU IXUWKHU UHVHDUFK�

��� &RQFOXVLRQV

7KH )LJXUH ��� FU\VWDOOL]HV WKH PRGHO GHYHORSHG IURP RXU HPSLULFDO REVHUYDWLRQV�
VKRZLQJ RQO\ WKRVH K\SRWKHVL]HG UHODWLRQV WKDW ZHUH VXSSRUWHG�� ,Q WKH IROORZLQJ
VHFWLRQV� ZH SUHVHQW RXU ILQGLQJV RQ WKH UHODWLRQV EHWZHHQ WKH FRQVWUXFWV LGHQWLILHG
LQ WKH PRGHO�

����� ,QKHULWDQFH RI VRFLDO FDSLWDO

7KH ILUVW UHVHDUFK TXHVWLRQ RI WKLV GLVVHUWDWLRQ ZDV ZKHWKHU VRFLDO FDSLWDO FRXOG
EH LQKHULWHG EHWZHHQ D PRWKHU FRPSDQ\ DQG LWV VSLQ�RIIV� DQG LI VR ZKLFK IDFWRUV
DIIHFWHG WKH OHYHO RI LQKHULWDQFH DQG ZKLFK GLPHQVLRQV RI VRFLDO FDSLWDO ZHUH LQ�
YROYHG� :H ILQG WKDW LQKHULWDQFH RI VWUXFWXUDO DQG UHODWLRQDO VRFLDO FDSLWDO GRHV
RFFXU EHWZHHQPRWKHU FRPSDQ\ DQG VSLQ�RII DQG WKDW WKH OHYHO RI LQKHULWDQFH LV SRV�
LWLYHO\ DIIHFWHG E\ LQGXVWULDO DQG WHFKQRORJLFDO UHODWHGQHVV EHWZHHQ WKH WZR ILUPV�
:H DOVR ILQG WKDW UHODWHGQHVV SRVLWLYHO\ DIIHFWV WKH OHYHO RI VXSSRUW WKDW WKH PRWKHU
FRPSDQ\ LV ZLOOLQJ WR JLYH LWV VSLQ�RII� DOWKRXJK VRFLDO FDSLWDO LQKHULWDQFH KDSSHQV
ODUJHO\ LQGHSHQGHQWO\ RI WKH PRWKHU FRPSDQ\¶V VWDQFH� /DVWO\� ZH ILQG WKDW FRUSR�
UDWH VSLQ�RIIV GLIIHU VLJQLILFDQWO\ IURP GH QRYR VWDUW�XSV LQ WKDW WKH\ GR QRW UHO\ RQ
WKHLU IRXQGHUV¶ LQGLYLGXDO�OHYHO VRFLDO FDSLWDO WR IRUP WKHLU ILUP�OHYHO VRFLDO FDSLWDO�
EXW UDWKHU RQ ILUP�OHYHO VRFLDO FDSLWDO LQKHULWDQFH�

:H K\SRWKHVL]HG WKDW LQKHULWDQFH RI VRFLDO FDSLWDO ZRXOG EH SRVLWLYHO\ LQIOXHQFHG
E\ UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DQG WKH VSLQ�RII¶V DFWLYLWLHV� 2QH
UHDVRQ IRU WKLV K\SRWKHVLV LV ³UHODWLRQDO LQHUWLD´� RU WKH QRWLRQ WKDW ZKHQ VRFLDO WLHV
KDYH SURYHG SURGXFWLYH LQ WKH SDVW� DFWRUV DUH OHVV SURQH WR EUHDN DZD\ IURP WKHP�

�,Q RUGHU WR DYRLG XQQHFHVVDU\ FOXWWHU� RQO\ WKH VLJQLILFDQW UHJUHVVLRQV LQ WKH VHFRQG SDWK
DQDO\VLV PRGHO DUH VKRZQ� DQG IRXQGHU H[SHULHQFH LV OLPLWHG WR H[SHULHQFH LQ WKH VDPH LQGXVWU\�
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)LJXUH ���� &RQFOXVLRQV� 6LJQLILFDQW SDWKV DQG VWDQGDUGL]HG FRHIILFLHQWV DUH VKRZQ�

RU HYHQ FRQVLGHU IRUPLQJ DOWHUQDWLYH WLHV �&ROHPDQ� ����� *UDEKHU� ������ 6SLQ�
RIIV WKDW DUH LQGXVWULDOO\ UHODWHG WR WKHLU PRWKHU FRPSDQ\ ZRXOG EH DOO WKH PRUH LQ�
FOLQHG WR UHO\ RQ WLHV LQKHULWHG IURP WKH PRWKHU FRPSDQ\� EHFDXVH WKHVH WLHV ZRXOG
OLNHO\ UHWDLQ WKHLU XVHIXOQHVV� $ VHFRQG MXVWLILFDWLRQ IRU WKLV K\SRWKHVLV LV WKDW OLQN�
DJHV ZKHUH FRPPRQ NQRZOHGJH H[LVWV FDQ EH XVHG PRUH HIILFLHQWO\ WR H[FKDQJH
NQRZOHGJH DQG UHVRXUFHV� DV ZHOO DV LQFUHDVH WKH OLNHOLKRRG RI FRPPRQ LQWHUHVWV
IRU FRRSHUDWLRQ EHWZHHQ RUJDQL]DWLRQV �&RKHQ DQG /HYLQWKDO� ����� ,QNSHQ� �����
6DSLHQ]D HW DO�� ������ )RU WKLV UHDVRQ� VSLQ�RIIV LQ UHODWHG OLQHV RI EXVLQHVV ZLOO
EH DOO WKH PRUH SURQH WR UHO\ RQ WKHLU LQKHULWHG FRQWDFWV� $ WKLUG MXVWLILFDWLRQ IRU
RXU K\SRWKHVLV ZDV EDVHG RQ LQVWLWXWLRQDO WKHRULHV� ZKLFK DUJXH WKDW ILUPV ZLWK UH�
ODWHG DFWLYLWLHV ZLOO WHQG WR DGRSW VLPLODU RUJDQL]DWLRQDO IRUPV� GXH WR HQYLURQPHQWDO
SUHVVXUH� ZKLFK ZLOO LQ WXUQ UHVXOW LQ KLJKHU OHJLWLPDF\ WRZDUGV WKH DFWRUV LQ WKHLU
HQYLURQPHQW �'LPDJJLR DQG 3RZHOO� ������

7KLV K\SRWKHVLV LV VXSSRUWHG E\ RXU HPSLULFDO ILQGLQJV� ,QGXVWULDO DQG WHFKQROR�
JLFDO UHODWHGQHVV DUH SRVLWLYHO\ DVVRFLDWHG ZLWK VWUXFWXUDO DQG UHODWLRQDO VRFLDO FDSL�
WDO� 5HJUHVVLRQ DQDO\VLV VKRZV WKDW UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DQG
WKH VSLQ�RII¶V DFWLYLWLHV KDV D VLJQLILFDQW SRVLWLYH LPSDFW RQ LQKHULWDQFH RI VWUXFWXUDO
DQG UHODWLRQDO VRFLDO FDSLWDO�

:H DOVR K\SRWKHVL]HG WKDW UHODWHGQHVV EHWZHHQ WKH PRWKHU FRPSDQ\¶V DQG WKH
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VSLQ�RII¶V DFWLYLWLHV ZRXOG KDYH D SRVLWLYH LPSDFW RQ WKH GHJUHH RI VXSSRUW WKDW WKH
PRWKHU FRPSDQ\ SURYLGHG WR WKH VSLQ�RII� 7KLV K\SRWKHVLV ZDV EDVHG RQ WKH VDPH
DUJXPHQWV DV WKH SUHYLRXV RQH� JUHDWHU OHJLWLPDF\ UHVXOWLQJ IURP VLPLODU RUJDQL�
]DWLRQDO IRUPV �'LPDJJLR DQG 3RZHOO� ����� DQG D JUHDWHU GHJUHH RI RYHUODS LQ
WKH NQRZOHGJH EDVHV� OHDGLQJ WR KLJKHU OLNHOLKRRG DQG LQWHUHVW RI NQRZOHGJH DQG
UHVRXUFH H[FKDQJH DQG FRRSHUDWLRQ �&RKHQ DQG /HYLQWKDO� ����� ,QNSHQ� ����� 6D�
SLHQ]D HW DO�� ������

7KLV K\SRWKHVLV DOVR IRXQG HPSLULFDO VXSSRUW LQ RXU VDPSOH� ,QGXVWULDO DQG WHFK�
QRORJLFDO UHODWHGQHVV ZHUH SRVLWLYHO\ FRUUHODWHG ZLWK PRWKHU FRPSDQ\ VXSSRUW DQG
UHJUHVVLRQ UHVXOWV VKRZHG D SRVLWLYH UHODWLRQ EHWZHHQ WKH K\SRWKHVL]HG FRQVWUXFWV�

6HYHUDO DXWKRUV KDYH SURSRVHG WKDW QHZO\�FUHDWHG YHQWXUHV PD\ EHQHILW IURP WKH
FUHGLELOLW\ DQG SUHVWLJH RI DQ LQFXPEHQW RUJDQL]DWLRQ RI WKH\ DUH SHUFHLYHG E\ WKH
QHWZRUN DV DVVRFLDWHG WR WKH LQFXPEHQW �$UHQLXV� ����� 6WXDUW HW DO�� ������ 7KH
OLWHUDWXUH VXJJHVWV WKDW WKLV SHUFHSWLRQ RI DVVRFLDWLRQ FDQ EH LQFUHDVHG WKURXJK VHY�
HUDO IDFWRUV� 2XU ILQGLQJV VKRZ WKDW WHFKQRORJLFDO DQG LQGXVWULDO UHODWHGQHVV DUH WKH
PRVW SURPLQHQW RI WKHVH IDFWRUV DQG LQGHHG FRQVWLWXWH D SUHGLFWRU RI VRFLDO FDSL�
WDO LQKHULWDQFH� :KHQ WKH VSLQ�RII GHYHORSV LQ WKH VDPH GLUHFWLRQ WKDW WKH PRWKHU
FRPSDQ\ LV NQRZQ IRU� LW FDQ PRUH UHDGLO\ OHYHUDJH WKH PRWKHU FRPSDQ\¶V VRFLDO
FDSLWDO DQG UHSXWDWLRQ� )RU H[DPSOH� VSLQ�RIIV FDQ WKHQ UHVRUW WR PDUNHWLQJ VORJDQV
VXFK DV ³)URP WKH VDPH GHYHORSPHQW WHDP WKDW EURXJKW \RX SURGXFW ;´� ,QGHHG�
��� RI WKH VSLQ�RIIV LQ RXU VDPSOH IRXQG WKDW WKH OLQN WR WKH PRWKHU FRPSDQ\ ZDV
YHU\ XVHIXO LQ HVWDEOLVKLQJ FUHGLELOLW\ WRZDUGV SRWHQWLDO FXVWRPHUV�

2WKHU IDFWRUV VXJJHVWHG LQ WKH OLWHUDWXUH WKDW FRXOG SRWHQWLDOO\ LQFUHDVH WKH DVVR�
FLDWLRQ DQG WUDQVIHU RI VRFLDO FDSLWDO EHWZHHQ PRWKHU FRPSDQ\ DQG VSLQ�RII� VXFK
DV WUDQVIHU RI SHUVRQQHO RU UHVRXUFHV� ZHUH WHVWHG EXW IRXQG QRW WR FRQWULEXWH DV
VLJQLILFDQWO\ DV LQGXVWULDO DQG WHFKQRORJLFDO UHODWHGQHVV� ,Q RXU VDPSOH� VRFLDO FDS�
LWDO LQKHULWDQFH LV H[SODLQHG E\ WKH UHODWHGQHVV OLQN EHWZHHQ VSLQ�RII DQG PRWKHU
FRPSDQ\� DQG RFFXUV ODUJHO\ LQGHSHQGHQWO\ RI WKH PRWKHU FRPSDQ\¶V ZLOOLQJQHVV
WR FRRSHUDWH LQ WKH SURFHVV RU HYHQ WKH QXPEHU RU H[SHULHQFH DW WKH PRWKHU FRPSDQ\
RI WKH VSLQ�RII¶V IRXQGHUV�

7KLV ODWWHU SRLQW WDNHV RQ DGGLWLRQDO LPSRUWDQFH ZKHQ FRQVLGHUHG WRJHWKHU ZLWK
WKH FRPSDULVRQ RI VSLQ�RIIV¶ DQG GH QRYR VWDUW�XSV¶ VRFLDO FDSLWDO VRXUFHV� ,Q KHU
DQDO\VLV RI IRXU LQ�GHSWK FDVH VWXGLHV LQ WKH FRQWH[W RI LQWHUQDWLRQDO VRFLDO FDSL�
WDO� $UHQLXV ������ ILQGV HYLGHQFH WR LQGLFDWH WKDW WKH SUHYLRXV LQGXVWU\ H[SHULHQFH
RI QHZ YHQWXUH IRXQGHUV� SDUWLFXODUO\ LQ UHODWHG LQGXVWULHV� VHUYHV DV D YHKLFOH IRU
QHZ YHQWXUHV WR GHYHORS SDUW RI WKHLU ILUP�OHYHO VRFLDO FDSLWDO� 2XU ILQGLQJV LQ WKLV
UHJDUG XQFRYHU D VLJQLILFDQW GLIIHUHQFH EHWZHHQ GH QRYR VWDUW�XSV DQG FRUSRUDWH
VSLQ�RIIV� ,Q RXU VDPSOH� ZH ILQG VWURQJ HPSLULFDO VXSSRUW IRU D SRVLWLYH UHODWLRQ�
VKLS EHWZHHQ IRXQGHU H[SHULHQFH �LQ WKH VDPH LQGXVWU\� LQ RWKHU LQGXVWULHV DQG LQ
KLJKHU HGXFDWLRQ� DQG WKH ILUP�OHYHO VRFLDO FDSLWDO RI GH QRYR VWDUW�XSV� 2Q WKH RWKHU
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KDQG� IRXQGHU H[SHULHQFH GRHV QRW SUHGLFW ILUP�OHYHO VRFLDO FDSLWDO RU VRFLDO FDSLWDO
LQKHULWDQFH IRU FRUSRUDWH VSLQ�RIIV� HYHQ WKRXJK VSLQ�RII IRXQGLQJ WHDPV DSSHDU RQ
DYHUDJH PRUH H[SHULHQFHG WKDQ VWDUW�XS WHDPV�

7KHVH ILQGLQJV OHDG XV WR FRQFOXGH WKDW LQKHULWDQFH RI VRFLDO FDSLWDO RFFXUV EH�
WZHHQ FRUSRUDWH VSLQ�RIIV DQG PRWKHU FRPSDQLHV� DQG WKDW WKH PDLQ H[SODQDWRU\
IDFWRU EHKLQG WKLV SURFHVV OLHV LQ WKH DVVRFLDWLRQ EHWZHHQ ERWK FRPSDQLHV UHVXOWLQJ
IURP LQGXVWULDO DQG WHFKQRORJLFDO UHODWHGQHVV RI WKHLU UHVSHFWLYH DFWLYLWLHV� :H H[�
SODLQ WKH GLIIHUHQFH LQ WKH LPSRUWDQFH RI IRXQGHUV¶ H[SHULHQFH EHWZHHQ FRUSRUDWH
VSLQ�RIIV DQG GH QRYR VWDUW�XSV E\ WKH IDFW WKDW GH QRYR VWDUW�XSV� QRW KDYLQJ WKH
EHQHILW RI D IRXQGLQJ RUJDQL]DWLRQ WR WUDQVIHU LQLWLDO VRFLDO FDSLWDO IURP� DUH OHIW WR
UHO\ PRUH KHDYLO\ RQ WKHLU IRXQGHUV¶ LQGLYLGXDO�OHYHO VRFLDO FDSLWDO� ZKLFK LV GH�
ULYHG IURP WKHLU LQGLYLGXDO H[SHULHQFHV� 2Q WKH RWKHU KDQG� VSLQ�RIIV� HVSHFLDOO\ LQ
UHODWHG ILHOGV RI DFWLYLW\� ILQG LW PRUH UHOHYDQW WR UHO\ RQ WKH H[LVWLQJ VRFLDO FDSLWDO
LQKHULWHG IURP WKH PRWKHU FRPSDQ\� UDWKHU WKDQ WR IRUP WKHLU VRFLDO FDSLWDO IURP
WKH EDFNJURXQGV RI WKHLU LQGLYLGXDO IRXQGHUV�

����� 6RFLDO FDSLWDO LQKHULWDQFH DQG UHVRXUFH DFTXLVLWLRQ

7KH VHFRQG UHVHDUFK TXHVWLRQ RI WKLV GLVVHUWDWLRQ FRYHUHG KRZ WKH LQKHULWDQFH RI
VRFLDO FDSLWDO ZRXOG DIIHFW UHVRXUFH DFTXLVLWLRQ E\ QHZ RUJDQL]DWLRQV� :H ILQG WKDW
LQKHULWDQFH RI VWUXFWXUDO DQG UHODWLRQDO VRFLDO FDSLWDO KDV D VLJQLILFDQW SRVLWLYH HIIHFW
RQ UHVRXUFH DFTXLVLWLRQ WKURXJK WKH SURFHVV RI UHVRXUFH FR�RSWDWLRQ� 6SLQ�RIIV ZLWK
KLJKHU OHYHOV RI LQKHULWHG VRFLDO FDSLWDO ZHUH DEOH WR FR�RSW UHVRXUFHV IURP WKHLU QHW�
ZRUN LQ ERWK KLJKHU TXDQWLWLHV DQG DW ORZHU SULFHV WKDQ VSLQ�RIIV ZLWK OHVV LQKHULWHG
VRFLDO FDSLWDO� )XUWKHU� ZH ILQG WKDW VXSSRUW E\ WKH PRWKHU FRPSDQ\ DOVR WUDQVODWHV
LQWR UHVRXUFH FR�RSWDWLRQ DQG WKDW VSLQ�RIIV WKDW DUH DEOH DW FR�RSWLQJ UHVRXUFHV IURP
WKHLU PRWKHU FRPSDQ\ DUH JHQHUDOO\ DOVR PRUH DEOH WR FR�RSW UHVRXUFHV IURP WKH UHVW
RI WKH QHWZRUN� 7KH HIIHFW RI VRFLDO FDSLWDO LQKHULWDQFH RQ UHVRXUFH DFTXLVLWLRQ LV
VWURQJHU RQ WKH TXDQWLW\ GLPHQVLRQ WKDQ RQ WKH SULFH GLPHQVLRQ� $OVR� UHODWLRQDO
VRFLDO FDSLWDO VKRZV D VWURQJHU HIIHFW RQ UHVRXUFH DFTXLVLWLRQ WKDQ VWUXFWXUDO VRFLDO
FDSLWDO�

:H K\SRWKHVL]HG WKDW WKH KLJKHU WKH OHYHO RI VRFLDO FDSLWDO LQKHULWHG E\ D VSLQ�RII�
WKH KLJKHU LWV OHYHO RI UHVRXUFH FR�RSWDWLRQ� 6HYHUDO DXWKRUV FRQVLGHU WKDW DFFHVV WR
UHVRXUFHV LV LPSOLFLW LQ WKH QRWLRQ RI VRFLDO FDSLWDO �%RXUGLHX� ����� %XUW� ����� 1D�
KDSLHW DQG *KRVKDO� ������ 7KH OLWHUDWXUH DOVR SURYLGHV D QXPEHU RI H[DPSOHV RI
QHZ YHQWXUHV OHYHUDJLQJ WKHLU VRFLDO FDSLWDO LQ RUGHU WR LQFUHDVH UHVRXUFH DFFXPXOD�
WLRQ DQG H[FKDQJH �7VDL DQG *KRVKDO� ����� <OL�5HQNR� $XWLR� DQG 6DSLHQ]D� �����
<OL�5HQNR� $XWLR� DQG 7RQWWL� ����� RU WR REWDLQ EHWWHU FRQGLWLRQV RQ WKH DFTXLVLWLRQ
RI UHVRXUFHV �8]]L� ������
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7KLV K\SRWKHVLV IRXQG HPSLULFDO VXSSRUW LQ RXU DQDO\VLV� :H ILQG WKDW VRFLDO FDS�
LWDO LQKHULWDQFH KDV D VWURQJ HIIHFW RQ UHVRXUFH FR�RSWDWLRQ E\ FRUSRUDWH VSLQ�RIIV�
)XUWKHUPRUH� KDYLQJ GLVWLQJXLVKHG RSHUDWLRQDOO\ TXDQWLW\ DQG SULFH RI UHVRXUFH FR�
RSWDWLRQ� ZH IRXQG WKDW WKH VWUXFWXUDO DQG WKH UHODWLRQDO GLPHQVLRQ RI VRFLDO FDSLWDO
SOD\ GLIIHUHQW UROHV LQ WKLV SURFHVV� 7KH UHODWLRQDO GLPHQVLRQ KDV D SRVLWLYH HIIHFW
RQ ERWK WKH TXDQWLW\ DQG WKH SULFH RI UHVRXUFH FR�RSWDWLRQ DQG VHHPV WR SOD\ WKH
PRUH LPSRUWDQW UROH� 7KH VWUXFWXUDO GLPHQVLRQ KDV D SRVLWLYH HIIHFW RQ TXDQWLW\ RI
FR�RSWHG UHVRXUFHV� EXW VKRZV QR VLJQLILFDQW LPSDFW RQ WKH SULFH�

:H DOVR K\SRWKHVL]HG KLJKHU OHYHOV RI G\DGLF VRFLDO FDSLWDO EHWZHHQ WKH VSLQ�RII
DQG LWV PRWKHU FRPSDQ\ ZRXOG OHDG WR KLJKHU OHYHOV RI UHVRXUFH FR�RSWDWLRQ IURP
WKH PRWKHU FRPSDQ\� ,QGHHG� GHSHQGLQJ RQ WKH GHJUHH RI VXSSRUW LW LV ZLOOLQJ WR
RIIHU� WKH PRWKHU FRPSDQ\ LV LGHDOO\ SODFHG� DV WKH VSLQ�RII¶V PRVW HYLGHQW SRLQW RI
FRQWDFW� WR SURYLGH LW ZLWK LQLWLDO UHVRXUFHV� 6HYHUDO H[DPSOHV KDYH EHHQ UHFRUGHG
ZKHUH QHZ YHQWXUH IRXQGHUV OHYHUDJHG WKHLU UHODWLRQ ZLWK D SUHYLRXV HPSOR\HU LQ
RUGHU WR JDLQ DFFHVV WR UHVRXUFHV VXFK DV PHHWLQJ URRPV� ODERUDWRU\ WLPH RU SDUW�
WLPH DFFHVV WR FRPSDQ\ H[SHUWLVH �$UHQLXV� ����� 1GRQ]XDX HW DO�� ����� 3LUQD\�
������

7KLV K\SRWKHVLV ZDV DOVR VXSSRUWHG HPSLULFDOO\ LQ RXU VDPSOH� :H IRXQG WKDW
PRWKHU FRPSDQ\ VXSSRUW KDG D VWURQJ SRVLWLYH LPSDFW RQ ERWK WKH TXDQWLW\ DQG WKH
SULFH GLPHQVLRQV RI UHVRXUFH FR�RSWDWLRQ� WKH VWURQJHU LPSDFW EHLQJ RQ TXDQWLW\�

2XU DQDO\VLV DOVR VKRZV VWURQJ SRVLWLYH FRUUHODWLRQ EHWZHHQ UHVRXUFH FR�RSWDWLRQ
IURP WKH PRWKHU FRPSDQ\ DQG IURP WKH QHWZRUN� %HFDXVH VRFLDO FDSLWDO LQKHULWDQFH
DQG PRWKHU FRPSDQ\ VXSSRUW GR QRW DSSHDU WR EH FRUUHODWHG LQ RXU VDPSOH� WKLV
ILQGLQJ VXJJHVWV WKH H[LVWHQFH RI D UHVRXUFH FR�RSWDWLRQ FDSDELOLW\� ,Q RWKHU ZRUGV�
ILUPV WKDW DUH DEOH WR FR�RSW UHVRXUFHV IURP RQH VRXUFH DUH DOVR PRUH UHDGLO\ DEOH
WR FR�RSW UHVRXUFHV IURP RWKHU VRXUFHV HYHQ ZKHQ IDFHG ZLWK PRUH OLPLWHG VRFLDO
FDSLWDO� 7KLV UHVXOW DOVR VXJJHVWV WKDW DOWKRXJK PRWKHU FRPSDQ\ VXSSRUW GRHV QRW
GLUHFWO\ H[SODLQ VRFLDO FDSLWDO LQKHULWDQFH� LW FDQ VWLOO SOD\ D UROH LQ UHVRXUFH DF�
TXLVLWLRQ IURP WKH QHWZRUN E\ SURYLGLQJ OHJLWLPDF\ DQG FUHGLELOLW\ WR WKH VSLQ�RIIV
WRZDUGV RWKHU QHWZRUN SOD\HUV�

��� 7KHRUHWLFDO LPSOLFDWLRQV

7KLV UHVHDUFK VHHNV SULPDULO\ WR FRQWULEXWH WR WKH ERG\ RI NQRZOHGJH LQ VRFLDO FDS�
LWDO WKHRU\� 0RVW H[LVWLQJ VWXGLHV RI WKH VRFLDO FDSLWDO RI ILUPV KDYH IRFXVHG RQ WKH
FUHDWLRQ RI G\DGLF VRFLDO FDSLWDO ZLWKLQ RUJDQL]DWLRQV �7VDL� ����� 7VDL DQG *KRVKDO�
����� RU EHWZHHQ QHWZRUN SDUWQHUV �8]]L� ������

%\ FRQWUDVW� LQ WKLV VWXG\� ZH GHYHORS DQG VWXG\ WKH QRWLRQ RI VRFLDO FDSLWDO LQ�
KHULWDQFH DQG PRUH EURDGO\ VSHDNLQJ RI VRFLDO FDSLWDO WUDQVIHU� 2XU UHVHDUFK WLHV
LQWR WKH OLWHUDWXUH VWUHDPV RQ NQRZOHGJH WUDQVIHU DQG OHJLWLPDF\ DQG FRQWULEXWHV WR
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WKH ERG\ RI NQRZOHGJH RQ WKH VRXUFHV RI ILUP�OHYHO VRFLDO FDSLWDO�
)XNX\DPD ������ QRWHV KRZ OLWWOH LV VWLOO NQRZQ DERXW WKH DFFXPXODWLRQ RI VR�

FLDO FDSLWDO� 7KH H[LVWLQJ OLWHUDWXUH FRQVLGHUV VRFLDO FDSLWDO DV D E\�SURGXFW RI RWKHU
QHWZRUN DFWLYLWLHV �&ROHPDQ� ����� RU DV WKH FRQVHTXHQFH RI FHUWDLQ QHWZRUN FRQ�
ILJXUDWLRQV �%XUW� ����D�� 2WKHU DXWKRUV FRQVLGHU ILUP�OHYHO VRFLDO FDSLWDO SULPDU�
LO\ DV DQ DJJUHJDWH RI LQGLYLGXDO�OHYHO VRFLDO FDSLWDO �%XUW� ����� 3HQQLQJV HW DO��
����� RU DV DQ DSSURSULDWLRQ E\ WKH ILUP RI LWV PHPEHUV¶ VRFLDO FDSLWDO �/HHQGHUV
DQG *DEED\� ������ ,Q WKLV UHVHDUFK� ZH GLVWLQJXLVK EHWZHHQ VRFLDO FDSLWDO WKDW LV
LQKHULWHG IURP WKH PRWKHU FRPSDQ\ DQG WKDW ZKLFK LV FUHDWHG E\ WKH ILUP WKURXJK
RWKHU PHDQV� :H VXJJHVW WKDW QHZ ILUPV ZLWK VSHFLDO WLHV WR DQ LQFXPEHQW KDYH
WKH RSWLRQ WR OHYHUDJH WKH LQFXPEHQW¶V VRFLDO FDSLWDO� DQG LQGHHG DUH SURQH WR GR
VR UDWKHU WKDQ WR UHO\ RQ RWKHU VRXUFHV VXFK DV WKH LQGLYLGXDO�OHYHO VRFLDO FDSLWDO RI
WKHLU IRXQGHUV� ,Q VR GRLQJ� ZH VXJJHVW D QRYHO VRXUFH RI ILUP�OHYHO VRFLDO FDSLWDO
DQG SURYLGH HYLGHQFH WR LQGLFDWH WKDW DQ RUJDQL]DWLRQ¶V VRFLDO FDSLWDO LV PRUH WKDQ
DQ DJJUHJDWH RI LWV PHPEHUV¶ LQGLYLGXDO�OHYHO VRFLDO FDSLWDO�

2XU ILQGLQJV IXUWKHU VXJJHVW WKDW WKHUH LV VXEVWDQWLDO YDULDWLRQ LQ WKH VRXUFHV RI DQ
RUJDQL]DWLRQ¶V VRFLDO FDSLWDO� ,QGHHG� ZKHUHDV RXU ILQGLQJV UHJDUGLQJ GH QRYR VWDUW�
XSV FRQILUPHG WKDW WKH IRXQGHUV ZHUH D PDMRU VRXUFH RI VRFLDO FDSLWDO IRU WKH ILUP�
UHVXOWV IRU VSLQ�RIIV ZHUH VWULNLQJO\ GLIIHUHQW DQG VXJJHVWHG WKDW IRXQGHUV GLG QRW
FRQVWLWXWH DQ LPSRUWDQW VRXUFH RI VRFLDO FDSLWDO� EXW WKDW ILUP�OHYHO VRFLDO FDSLWDO KDG
D GLIIHUHQW RULJLQ� :H VXJJHVW ILUP�OHYHO VRFLDO FDSLWDO LQKHULWDQFH DV WKH DOWHUQDWLYH
VRXUFH RI VRFLDO FDSLWDO DQG ZH ILQG WHFKQRORJLFDO DQG LQGXVWULDO UHODWHGQHVV WR EH
SUHGLFWRUV RI VRFLDO FDSLWDO LQKHULWDQFH IRU FRUSRUDWH VSLQ�RIIV�

2XU UHVHDUFK EULQJV DGGLWLRQDO HOHPHQWV WR WKH GLVFXVVLRQ RI WKH FRPSHWLWLYH DG�
YDQWDJHV DIIRUGHG E\ VRFLDO FDSLWDO� 7VDL DQG *KRVKDO ������ GHVFULEHG KRZ VR�
FLDO FDSLWDO EHWZHHQ EXVLQHVV XQLWV RI D FRPSDQ\ LQFUHDVHG UHVRXUFH H[FKDQJH DQG
FRRSHUDWLRQ� :H DGRSW DQ H[WHUQDO SHUVSHFWLYH RI VRFLDO FDSLWDO DQG VWXG\ WKH SUR�
FHVV WKURXJK ZKLFK VRFLDO FDSLWDO FDQ KHOS D QHZ YHQWXUH DFTXLUH UHVRXUFHV DQG
WKXV RYHUFRPH LWV OLDELOLW\ RI QHZQHVV� ,Q VR GRLQJ� ZH FRQWULEXWH WR WKH OLWHUDWXUH
VWUHDP RI WKH ³UHODWLRQDO YLHZ´� ZKLFK DV DQ H[WHQVLRQ RI WKH UHVRXUFH�EDVHG YLHZ
PDLQWDLQV WKDW FRPSHWLWLYH DGYDQWDJH LV QRW RQO\ GHULYHG IURP YDOXDEOH� UDUH� GLI�
ILFXOW WR LPLWDWH DQG QRQ VXEVWLWXWDEOH UHVRXUFHV� EXW DOVR LQ FDSDELOLWLHV HPEHGGHG
LQ QHWZRUN UHODWLRQVKLSV �'\HU DQG 6LQJK� ����� /DQH DQG /XEDWNLQ� ������ 7KLV
VWUHDP RI OLWHUDWXUH VKHGV VRPH OLJKW RQ KRZ VRPH HQWUHSUHQHXULDO ILUPV DUH DEOH
WR OHYHUDJH QHWZRUN NQRZOHGJH DQG UHVRXUFHV LQ RUGHU WR RYHUFRPH WKH OLDELOLW\ RI
QHZQHVV� 2XU UHVHDUFK H[WHQGV WKH OLWHUDWXUH E\ H[SORULQJ LQ GHWDLO D KLWKHUWR OLW�
WOH VWXGLHG ZD\ LQ ZKLFK HQWUHSUHQHXULDO ILUPV PD\ SURFXUH WKH QHFHVVDU\ QHWZRUN
UHODWLRQVKLSV LQ WKH HDUO\ VWDJHV RI WKHLU GHYHORSPHQW�

7KLV GLVVHUWDWLRQ FRQWULEXWHV ERWK WKHRUHWLFDO HOHPHQWV DQG HPSLULFDO HYLGHQFH
WR WKH GLVFXVVLRQ RQ WKH SURSHUWLHV RI VRFLDO FDSLWDO DQG RQ LWV LPSRUWDQFH IRU QHZ
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YHQWXUHV� 7VDL DQG *KRVKDO ������ H[DPLQHG WKH UHODWLRQV DPRQJ WKH GLIIHUHQW GL�
PHQVLRQV RI VRFLDO FDSLWDO GHILQHG E\ 1DKDSLHW DQG *KRVKDO ������� 2XU HPSLULFDO
ILQGLQJV DUH FRQVLVWHQW ZLWK� DQG EULQJ IXUWKHU HPSLULFDO HYLGHQFH WR� WKHVH DXWKRUV¶
FODLP WKDW GLPHQVLRQV RI VRFLDO FDSLWDO LQWHUDFW� DQG LQ SDUWLFXODU WKDW VWUXFWXUDO VR�
FLDO FDSLWDO UHLQIRUFHV UHODWLRQDO VRFLDO FDSLWDO� )XUWKHUPRUH� RXU VWXG\ VXJJHVWV WKDW
WKH GLIIHUHQW GLPHQVLRQV RI VRFLDO FDSLWDO GR QRW KDYH WKH VDPH LPSDFW RQ WKH GHYHO�
RSPHQW RI QHZ YHQWXUHV� DQG LQ SDUWLFXODU RQ WKHLU UHVRXUFH DFTXLVLWLRQ� 5HODWLRQDO
VRFLDO FDSLWDO VHHPV WR SOD\ D PRUH LPSRUWDQW UROH WKDQ VWUXFWXUDO VRFLDO FDSLWDO LQ
WKLV DUHD�

$V WKH FRQFHSW RI VRFLDO FDSLWDO JDLQV FXUUHQF\ LQ DQ LQFUHDVLQJ QXPEHU RI DS�
SOLFDWLRQV LQ VRFLDO VFLHQFHV� LW DOVR UXQV WKH ULVN RI GLYHUJLQJ LQWHUSUHWDWLRQV DQG
PHDVXUHPHQW� 6HULRXV TXHVWLRQV KDYH EHHQ UDLVHG DV WR WKH FRQFHSW¶V ULJRU DQG VFL�
HQWLILF XVHIXOQHVV� SURPSWLQJ VHYHUDO DXWKRUV WR SUHVV IRU WKH GHYHORSPHQW RI FOHDU
FRQFHSWXDOL]DWLRQ �$QGHUVRQ DQG -DFN� ����� DQG PHDVXUHPHQW �/LQ HW DO�� ������
2XU UHVHDUFK FRQWULEXWHV WR WKLV GHYHORSPHQW QRW OHDVW EHFDXVH LW LV RQH RI VWLOO UHO�
DWLYHO\ IHZ VWXGLHV FDUULHG RXW RQ H[WHUQDO ILUP�OHYHO VRFLDO FDSLWDO ZLWK D SULPDU\
PHDVXUHPHQW LQVWUXPHQW �RWKHU H[DPSOHV LQFOXGH /HH HW DO� ������ DQG <OL�5HQNR
HW DO� ������� VHH %XUW ������ DQG 7VDL DQG *KRVKDO ������ IRU TXDQWLWDWLYH UHVHDUFK
IURP DQ LQWHUQDO SHUVSHFWLYH� DQG &KRUHY DQG $QGHUVRQ ������ IRU DQ H[WHUQDO SHU�
VSHFWLYH H[DPSOH� EXW QRW IRFXVLQJ H[FOXVLYHO\ RQ VRFLDO FDSLWDO�� %\ GHYHORSLQJ
D TXDQWLWDWLYH LQVWHDG RI D TXDOLWDWLYH DSSURDFK �H�J� $UHQLXV� ������ ZH KRSH WR
FRQWULEXWH WRZDUGV JUHDWHU JHQHUDOL]DELOLW\ RI WKH UHVHDUFK ILQGLQJV� %\ RSWLQJ IRU
GLUHFW PHDVXUHPHQW LQVWHDG RI UHO\LQJ RQ DUFKLYDO VRXUFHV �H�J� )ORULQ HW DO�� ������
ZH FDQ DGDSW PRUH FORVHO\ WKH PHDVXUHPHQW LQVWUXPHQW DQG WKH WKHRUHWLFDO FRQ�
FHSWXDOL]DWLRQ DQG DUH QRW DV FRQVWUDLQHG E\ DUFKLYDO SUR[LHV� ,QHYLWDEO\� SULPDU\
TXDQWLWDWLYH UHVHDUFK DOVR KDV LWV VKRUWFRPLQJV� DQG E\ GLVFXVVLQJ WKHVH OLPLWDWLRQV
DW WKH HQG RI WKLV FKDSWHU ZH DOVR KRSH WR FRQWULEXWH WR IXUWKHU GHYHORSPHQW RI PHD�
VXUHPHQW LQVWUXPHQWV DQG VXUYH\ GHVLJQ LQ WKLV ILHOG�

7KH OLWHUDWXUH RQ VSLQ�RIIV SUHVHQWV HYLGHQFH WKDW VSLQ�RII ILUPV SXW LQWR SUDFWLFH
NQRZOHGJH DQG URXWLQHV LQKHULWHG IURP PRWKHU FRPSDQLHV �$JDUZDO HW DO�� �����
&DQWQHU HW DO�� ����� 'DKO HW DO�� ����� .OHSSHU� ����� :HQWLQJ� ������ 6R IDU� WKH
OLWHUDWXUH KDV IRFXVVHG VWURQJO\ RQ NQRZOHGJH� RIWHQ RI D WDFLW QDWXUH DQG GLIILFXOW WR
LPLWDWH� DFTXLUHG E\ VSLQ�RII IRXQGHUV GXULQJ WKH FRXUVH RI WKHLU HPSOR\PHQW DW WKH
PRWKHU FRPSDQ\ �.OHSSHU DQG 6OHHSHU� ����� 5REHUWV DQG +DXSWPDQ� ����� 7HHFH
HW DO�� ������ +RZHYHU� WKH OLQNV RI WKH VSLQ�RII OLWHUDWXUH ZLWK WKH UHVHDUFK RQ VRFLDO
FDSLWDO KDYH UHFHLYHG OHVV DWWHQWLRQ XS WR WKLV SRLQW� ,Q RQH UDUH H[DPSOH� 6HGDLWLV
������ FRPSDUHV WKH IRUPDWLRQ RI DOOLDQFHV E\ QHZO\�IRUPHG VSLQ�RIIV DQG GH QRYR
VWDUW�XSV LQ WKH FRQWH[W RI WKH FUHDWLRQ RI FRPPRGLW\ H[FKDQJHV LQ WKH HDUO\ \HDUV RI
SRVW�6RYLHW PDUNHW UHIRUP� 6HGDLWLV ILQGV WKDW VSLQ�RII IRXQGLQJ WHDPV KDYH JUHDWHU
KRPRJHQHLW\ LQ SDVW SURIHVVLRQDO H[SHULHQFH DQG VWURQJ QHWZRUN WLHV� ZKLFK DOORZV
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WKHP WR TXLFNO\ GHYHORS D VKDUHG YLVLRQ DQG FRGHV RI EHKDYLRU DQG WR GUDZ RQ
IRXQGHUV¶ VRFLDO FDSLWDO WR REWDLQ QHFHVVDU\ UHVRXUFHV WR EHJLQ WKH RSHUDWLRQ� 2Q
WKH RWKHU KDQG� DOWKRXJK VSLQ�RIIV HQMR\HG DQ HDVLHU IRXQGLQJ SURFHVV DQG UHVRXUFH
DFTXLVLWLRQ� 6HGDLWLV ILQGV WKDW GH QRYR VWDUW�XSV DFKLHYHG JUHDWHU SHUIRUPDQFH D
IHZ \HDUV LQWR RSHUDWLRQ� SDUWO\ DV D UHVXOW RI JUHDWHU QHWZRUN KHWHURJHQHLW\ OHDGLQJ
WR D KLJKHU SUREDELOLW\ RI VWUXFWXUDO KROHV WR H[SORLW �%XUW� ����D�� 7KLV GLVVHUWD�
WLRQ FRQWULEXWHV WR WKH VSLQ�RII OLWHUDWXUH DQG H[SDQGV RQ 6HGDLWLV¶V ILQGLQJV LQ WKUHH
ZD\V� )LUVWO\� 6HGDLWLV FRPSDUHV VSLQ�RIIV DQG GH QRYR VWDUW�XSV LQ D YHU\ SDUWLF�
XODU KLVWRULFDO� JHRJUDSKLFDO DQG LQGXVWULDO FRQWH[W� 2XU ILQGLQJV LQ D FRPSOHWHO\
GLIIHUHQW VHWWLQJ FDQ FRQWULEXWH WRZDUGV JHQHUDOL]DWLRQ RI RXU XQGHUVWDQGLQJ RI WKH
SURFHVV RI VRFLDO FDSLWDO LQKHULWDQFH E\ VSLQ�RIIV LQ WKH HDUO\ VWDJHV RI WKHLU RUJDQL�
]DWLRQDO OLIH� 6HFRQGO\� 6HGDLWLV¶V DUWLFOH IRFXVHV RQ VSLQ�RII IRXQGHUV DV WKH RQO\
VRXUFH RI VRFLDO FDSLWDO IRU VSLQ�RIIV� :H WDNH D ZLGHU YLHZ E\ H[SORULQJ LQKHULWDQFH
RI VRFLDO FDSLWDO DW WKH RUJDQL]DWLRQDO OHYHO� QRW MXVW E\ WKH PRYHPHQW RI IRXQGHUV�
,Q WKLV UHJDUG� WKLV GLVVHUWDWLRQ H[WHQGV WKH ³ELRORJLFDO PHWDSKRU´ RI VSLQ�RIIV� E\
FRQVLGHULQJ WKDW VSLQ�RIIV FDQ LQKHULW VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQ\ LQ
WKH VDPH ZD\ WKDW OLYLQJ RUJDQLVPV FDQ LQKHULW JHQHV IURP WKHLU SDUHQWV �.OHSSHU�
����� .OHSSHU DQG 6OHHSHU� ������ 7KLUGO\� 6HGDLWLV¶V DSSURDFK LV TXDOLWDWLYH �EDVHG
RQ � FDVH VWXGLHV�� ZKHUHDV ZH XVH D ZLGHU�UDQJLQJ TXDQWLWDWLYH DSSURDFK WKURXJK
D VXUYH\� ZKLFK DOWKRXJK SURYLGLQJ OHVV LQ�GHSWK LQIRUPDWLRQ FDQ DOVR FRQWULEXWH
WR JUHDWHU JHQHUDOL]DELOLW\�

��� 0DQDJHULDO LPSOLFDWLRQV

:H QRZ WXUQ WR GLVFXVVLQJ WKH LPSOLFDWLRQV RI RXU UHVHDUFK IRU PDQDJHPHQW SUDF�
WLFH� 2XU ILQGLQJV VKRZ WKDW VRFLDO FDSLWDO� ERWK VWUXFWXUDO DQG UHODWLRQDO� SOD\V DQ
LPSRUWDQW UROH LQ WKH DFTXLVLWLRQ RI UHVRXUFHV E\ QHZ HQWUHSUHQHXULDO ILUPV� 6RFLDO
FDSLWDO DOORZV VXFK ILUPV WR DFTXLUH UHVRXUFHV WKURXJK FR�RSWDWLRQ� ERWK LQ KLJKHU
TXDQWLWLHV DQG DW ORZHU SULFHV� WKXV DOORZLQJ WKHVH ILUPV WR RYHUFRPH WKHLU OLDELOLW\
RI QHZQHVV� ,W LV VXJJHVWHG WKDW VRFLDO FDSLWDO PDQDJHPHQW VKRXOG EHFRPH DQ H[�
SOLFLW SDUW RI PDQDJHUV¶ VWUDWHJLF WKLQNLQJ� 7KH LPSRUWDQFH RI VRFLDO FDSLWDO� DQG LQ
SDUWLFXODU UHODWLRQDO VRFLDO FDSLWDO LV DOUHDG\ EHJLQQLQJ WR EH UHFRJQL]HG LQ UHVSHFWHG
SUDFWLWLRQHU SXEOLFDWLRQV �%XKQHU DQG 0LWFKHOO� ����� &KDQWUDLQ HW DO�� ����� &URVV
HW DO�� ����� 'H 6PHW HW DO�� ����� 8]]L DQG 'XQORS� ������ 2XU VWXG\ FRQWULEXWHV
IXUWKHU DFDGHPLF HYLGHQFH WR WKLV WUHQG�

,Q WKLV GLVVHUWDWLRQ� ZH KDYH IRFXVHG ODUJHO\ RQ RQH SDUWLFXODU W\SH RI QHZ HQ�
WUHSUHQHXULDO ILUP� QDPHO\ KLJK WHFKQRORJ\ VSLQ�RIIV� 6SLQ�RIIV DUH DEOH WR LQKHULW
VWUXFWXUDO DQG UHODWLRQDO VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQLHV� %HFDXVH DW
HDUO\ VWDJHV RI WKHLU GHYHORSPHQW� QHZ HQWUHSUHQHXULDO ILUPV W\SLFDOO\ KDYH D YHU\
OLPLWHG VWRFN RI VRFLDO FDSLWDO �$UHQLXV� ������ LQKHULWDQFH RI VRFLDO FDSLWDO FDQ KDYH
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VLJQLILFDQW LPSDFW RQ WKH VSLQ�RIIV¶ DELOLW\ WR DFTXLUH UHVRXUFHV IURP WKH QHWZRUN�
7KLV LV D VL]DEOH SRWHQWLDO DGYDQWDJH WKDW VSLQ�RIIV HQMR\ RYHU GH QRYR VWDUW�XSV DQG
LW LV VXJJHVWHG WKDW VSLQ�RII IRXQGHUV VKRXOG EH DZDUH RI WKLV IDFWRU DQG RI PDQDJLQJ
LWV DQWHFHGHQWV� :H ILQG WKDW VRFLDO FDSLWDO LQKHULWDQFH RFFXUV PRUH VWURQJO\ ZKHQ
VSLQ�RIIV DUH FUHDWHG LQ EXVLQHVV DUHDV WKDW DUH FORVHO\ UHODWHG LQGXVWULDOO\ RU WHFKQR�
ORJLFDOO\ WR WKRVH RI WKHLU PRWKHU FRPSDQLHV� 7KLV ILQGLQJ LQIRUPV WKH SURVSHFWLYH
IRXQGHUV¶ VWUDWHJLF FKRLFH RI EXVLQHVV PRGHO� &KRRVLQJ WR FUHDWH D VSLQ�RII LQ D
UHODWHG DUHD LPSOLHV D KLJKHU SRWHQWLDO IRU VRFLDO FDSLWDO LQKHULWDQFH� RI ZKLFK PDQ�
DJHUV VKRXOG EH DZDUH DQG ZKLFK WKH\ VKRXOG SURDFWLYHO\ PDQDJH� 2Q WKH RWKHU
KDQG� FKRRVLQJ WR FUHDWH WKH VSLQ�RII LQ DQ XQUHODWHG EXVLQHVV DUHD LPSOLHV WKDW WKH
IRXQGHUV IRUHJR WKH SRWHQWLDO EHQHILWV RI VRFLDO FDSLWDO LQKHULWDQFH� 7KLV ILUP ZRXOG
ILQG LWVHOI LQ D SRVLWLRQ YHU\ VLPLODU WR WKDW RI D GH QRYR VWDUW�XS DQG LW LV VXJJHVWHG
WKDW LWV IRXQGHUV VKRXOG PDQDJH LWV VRFLDO FDSLWDO DV VXFK� QRW WU\LQJ WR OHYHUDJH D
IDLQW DVVRFLDWLRQ ZLWK WKHLU PRWKHU FRPSDQ\�

6SLQ�RIIV FDQ QRW RQO\ LQKHULW VRFLDO FDSLWDO IURP WKHLU PRWKHU FRPSDQ\� EXW WKH\
FDQ DOVR HQMR\ YDU\LQJ GHJUHHV RI VXSSRUW IURP LW� 2XU ILQGLQJV VKRZ WKDW WKH UH�
ODWLRQ WR WKH PRWKHU FRPSDQ\ FDQ KDYH LPSRUWDQW LPSOLFDWLRQV RQ WKH VSLQ�RII¶V
UHVRXUFH DFTXLVLWLRQ SURFHVV� DV WKH PRWKHU FRPSDQ\ LWVHOI FDQ RIWHQ EHFRPH D PD�
MRU SURYLGHU RI FR�RSWHG UHVRXUFHV� 0RWKHU FRPSDQLHV DUH IRXQG WR EH JHQHUDOO\
PRUH LQWHUHVWHG DQG DEOH WR VXSSRUW VSLQ�RIIV LQ UHODWHG ILHOGV� 6SLQ�RII PDQDJHUV
VKRXOG EH DZDUH RI WKLV� DQG ZRUN WR VHFXUH D VXSSRUWLYH UHODWLRQVKLS� RU DW OHDVW D
QRQ�FRPSHWLWLYH RQH� GXULQJ WKH SHULRG OHDGLQJ WR WKH VHSDUDWLRQ� 2Q WKH RWKHU KDQG�
LI WKH VSLQ�RII LV FUHDWHG LQ DQ XQUHODWHG DUHD� LQYHVWLQJ WKH QHZ YHQWXUH¶V OLPLWHG
UHVRXUFHV LQ WKH UHODWLRQ ZLWK WKH PRWKHU FRPSDQ\ LV OHVV OLNHO\ WR EH IUXLWIXO�

&RQWUDU\ WR VSLQ�RIIV� GH QRYR VWDUW�XSV GR QRW LQKHULW VRFLDO FDSLWDO IURP DQ\
IRXQGLQJ RUJDQL]DWLRQ� )RU WKLV UHDVRQ� WKH\ WXUQ WR RWKHU VRXUFHV WR GHYHORS WKHLU
VRFLDO FDSLWDO GXULQJ WKH HDUO\ VWDJHV RI WKHLU GHYHORSPHQW� :H ILQG WKDW GH QRYR
VWDUW�XSV UHO\ KHDYLO\ RQ WKHLU IRXQGHUV¶ LQGLYLGXDO H[SHULHQFHV SULRU WR WKH FUHDWLRQ
RI WKH QHZ YHQWXUH WR GHYHORS ILUP�OHYHO VRFLDO FDSLWDO� 7KLV ILQGLQJ LV FRQVLVWHQW
ZLWK WKH VXJJHVWLRQV RI $UHQLXV ������� 'H QRYR VWDUW�XS IRXQGHUV VKRXOG EH DZDUH
RI WKH LPSRUWDQFH RI WUDQVIHUULQJ WKH LQGLYLGXDO�OHYHO VRFLDO FDSLWDO RI WKHLU IRXQGLQJ
WHDPV WR WKH ILUP OHYHO� 2Q WKH FRQWUDU\� RXU ILQGLQJV VKRZ WKDW FRUSRUDWH VSLQ�RIIV
GR QRW UHO\ DV PXFK RQ WKHLU IRXQGHUV¶ VRFLDO FDSLWDO DV GH QRYR VWDUW�XSV� EXW LQVWHDG
RQ WKH DVVRFLDWLRQ WR WKHLU PRWKHU FRPSDQLHV� *LYHQ WKDW RQ DYHUDJH VSLQ�RIIV LQ
RXU VDPSOH VKRZ VLPLODU WRWDO OHYHOV RI VRFLDO FDSLWDO WKDQ GH QRYR VWDUW�XSV� WKLV
VXJJHVWV WKDW UHO\LQJ RQ VRFLDO FDSLWDO LQKHULWDQFH LV D VRXQG VWUDWHJ\� +RZHYHU� ZH
DOVR ILQG WKDW VSLQ�RIIV LQ ZLWK ORZ UHODWHGQHVV WR WKHLU PRWKHU FRPSDQ\� DQG WKXV
ZLWK ORZ OHYHOV RI LQKHULWDQFH� DOVR IDLO WR WDS LQWR WKHLU IRXQGHUV¶ LQGLYLGXDO VRFLDO
FDSLWDO� :H VXJJHVW KHUH WKDW IRXQGHUV RI XQUHODWHG VSLQ�RIIV VKRXOG WKLQN RI WKHLU
FRPSDQLHV DV GH QRYR VWDUW�XSV DQG PDQDJH WKHLU HDUO\�VWDJH VRFLDO FDSLWDO LQ WKH
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VDPH ZD\ DV WKHP�

��� /LPLWDWLRQV

(YHU\ VWXG\ KDV OLPLWDWLRQV� RQ DFFRXQW RI WKH VFRSLQJ RI WKH UHVHDUFK RU RSHUDWLRQDO
FRQVLGHUDWLRQV� $OWKRXJK HIIRUWV ZHUH PDGH WR PLQLPL]H OLPLWDWLRQV� WKRVH WKDW GR
UHPDLQ PXVW EH DFNQRZOHGJHG KHUH�

����� 6DPSOH VL]H

7KH HPSLULFDO ILQGLQJV LQ RXU VDPSOH DUH VLJQLILFDQW DQG JHQHUDOO\ FRQVLVWHQW ZLWK
ZKDW ZDV H[SHFWHG� +RZHYHU� ZH PXVW DFNQRZOHGJH WKH UHODWLYHO\ VPDOO VL]H RI
RXU VDPSOH� GXH WR WKH UHODWLYH VFDUFLW\ RI FRUSRUDWH VSLQ�RIIV PDWFKLQJ RXU VDP�
SOLQJ FULWHULD DQG WR WKH LQHYLWDEOH PDWHULDO FRQVWUDLQWV RI UHVHDUFK� :H KDYH NHSW
WKLV OLPLWDWLRQ LQ PLQG WKURXJKRXW WKH DQDO\VLV� FKHFNLQJ WR HQVXUH WKDW VWDWLVWLFDO
SRZHU ZDV VXIILFLHQW RQ DOO WHVWV DQG GLVFDUGLQJ IURP WKH DQDO\VLV WKRVH K\SRWKH�
VHV WKDW ZHUH QRW FHQWUDO WR WKH PRGHO DQG GLG QRW RIIHU VXIILFLHQW VWDWLVWLFDO SRZHU
WR EH UREXVW� :H DOVR FURVV�FKHFNHG RXU ILQGLQJV ZLWK GLIIHUHQW DQDO\VLV PHWKRGV�
+RZHYHU� VDPSOH VL]H UDLVHV WKH QHHG IRU IXUWKHU HPSLULFDO YHULILFDWLRQ RI WKH JHQ�
HUDOL]DELOLW\ RI RXU ILQGLQJV�

����� ,QGXVWULDO� RUJDQL]DWLRQDO DQG JHRJUDSKLF VFRSH

7KH VFRSH RI RXU UHVHDUFK ZDV GHILQHG WR LQFOXGH FRUSRUDWH VSLQ�RIIV LQ KLJK WHFK�
QRORJ\ LQGXVWULHV LQ 6ZLW]HUODQG� :H EHOLHYH WKLV LV D JRRG VHWWLQJ WR VWXG\ VRFLDO
FDSLWDO LQKHULWDQFH EHFDXVH QHZO\�FUHDWHG FRUSRUDWH VSLQ�RIIV KDYH D FOHDUO\ LGHQ�
WLILHG WLH WR D IRXQGLQJ RUJDQL]DWLRQ� WKH\ UHWDLQ D VLPLODU RUJDQL]DWLRQDO SXUSRVH
WR WKDW RI WKH IRXQGLQJ RUJDQL]DWLRQ �ZKLFK ZRXOG QRW EH WKH FDVH EHWZHHQ D XQL�
YHUVLW\ DQG D FRPPHUFLDO DFDGHPLF VSLQ�RII� DQG FRXOG SRWHQWLDOO\ LQKHULW VRFLDO
FDSLWDO WKURXJK VHYHUDO FKDQQHOV� 6ZLW]HUODQG LV D NQRZOHGJH�LQWHQVLYH DQG RSHQ
PDUNHW HFRQRP\ ZLWK D VLJQLILFDQW KLJK WHFKQRORJ\ VHFWRU� DQG WKHUH LV VRPH LQLWLDO
HYLGHQFH WR VXJJHVW WKDW KLJK WHFKQRORJ\ LQGXVWULHV DUH UHODWLYHO\ VSLQ�RII SURQH�
$OVR� WKH OLWHUDWXUH VXJJHVWV WKDW QHZ YHQWXUHV LQ KLJK WHFKQRORJ\ VHFWRUV DUH PRUH
VHYHUHO\ DIIHFWHG E\ OLDELOLW\ RI QHZQHVV� PDNLQJ VRFLDO FDSLWDO LQKHULWDQFH DQG UH�
VRXUFH FR�RSWDWLRQ D SRWHQWLDOO\ PRUH UHOHYDQW LVVXH IRU WKHVH ILUPV� $ VHFRQG OLP�
LWDWLRQ RI RXU VWXG\ LV WKDW LW LV SRVVLEOH WKDW RXU ILQGLQJV GR QRW DSSO\ HTXDOO\ ZHOO
LQ RWKHU LQGXVWULHV� IRU RWKHU RUJDQL]DWLRQDO IRUPV RU LQ GLIIHUHQW PDUNHWV�
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����� 5HWURVSHFWLYH ELDV

%HFDXVH WKH LQIRUPDWLRQ DQDO\]HG LQ WKLV VWXG\ ZDV FROOHFWHG H[�SRVW� LW LV VXVFHSWL�
EOH WR UHWURVSHFWLYH ELDV� 5HFROOHFWLRQV FRXOG GLIIHU IURP UHDOLW\� DQG WKLV EHFRPHV
PRUH OLNHO\ ZLWK WKH DPRXQW RI WLPH VHSDUDWLQJ WKH FUHDWLRQ RI WKH FRPSDQ\ DQG
WKH VXUYH\ GDWH� $OVR� UHVSRQVHV PD\ EH VKDSHG E\ H[�SRVW UDWLRQDOL]DWLRQV WKDW
ZRXOG OHDG WKH UHVSRQGHQW WR UHFRQVWUXFW SDVW HYHQWV WR PDWFK FXUUHQW RU H[SHFWHG
SHUIRUPDQFH RU FRQYHQWLRQDO EHOLHIV� 7R PLQLPL]H WKLV LPSDFW� ZH OLPLWHG WKH DJH
UDQJH RI WKH VXUYH\HG FRPSDQLHV� UHOLHG DV PXFK DV SRVVLEOH RQ IDFWXDO LQIRUPDWLRQ�
WHVWHG WKH UHOLDELOLW\ RI RXU FRQVWUXFWV� DQG FKHFNHG IRU RXWOLHUV DFURVV UHVSRQGHQWV
DQG IRU LQFRQVLVWHQW UHVSRQVHV ZLWKLQ TXHVWLRQQDLUHV�

����� 6LQJOH UHVSRQGHQWV DQG FRPPRQ PHWKRG ELDV

$QRWKHU OLPLWDWLRQ GXH WR WKH FRQVWUDLQWV RI WKH VXUYH\ PHWKRGRORJ\ OLHV LQ WKH IDFW
WKDW GDWD IRU HDFK ILUP ZDV FROOHFWHG IURP D VLQJOH UHVSRQGHQW� :KLOH DOO ILUPV LQ
WKH VDPSOH ZHUH UHODWLYHO\ VPDOO DQG UHFHQW DW WKH WLPH RI UHVSRQGLQJ� DQG DOWKRXJK
UHVSRQGHQWV ZHUH DOZD\V SDUW RI WKH WRS PDQDJHPHQW WHDP� D VLQJOH UHVSRQGHQW
LQFUHDVHV WKH ULVN RI PHDVXUHPHQW HUURU� DV WKH UHVSRQGHQW PD\ QRW EH DZDUH RI WKH
WRWDO VRFLDO FDSLWDO RI WKH ILUP�

)XUWKHUPRUH� WKH IDFW WKDW DOO GDWD ZDV FROOHFWHG IURP D VLQJOH UHVSRQVH LV D SR�
WHQWLDO VRXUFH RI FRPPRQ PHWKRG ELDV �3RGVDNRII HW DO�� ������ 7KH XWLOL]DWLRQ RI
D VLQJOH UHVSRQGHQW SHU ILUP LV WKHUHIRUH H[SOLFLWO\ DFNQRZOHGJHG DV D OLPLWDWLRQ RI
WKH VWXG\�

,Q WKH FRQWH[W RI D JHQHUDO ILUP SRSXODWLRQ VWXG\� ZKHUH WKH SKHQRPHQRQ RI LQ�
WHUHVW LV UHODWLYHO\ UDUH �FI� WKH ILQDO �� XVDEOH UHVSRQVH UDWH�� UHTXLULQJ VHYHUDO
UHVSRQGHQWV SHU VSLQ�RII ZRXOG KDYH EHHQ D SUDFWLFDO LPSRVVLELOLW\� :KLOH RQH FDQ�
QRW HVWLPDWH ZLWK SUHFLVLRQ WKH H[DFW SUREDELOLW\ OHYHO RI UHFHLYLQJ WZR LQGLYLGXDO
UHVSRQVHV IURP WKH VDPH ILUP� D EDFN�RI�WKH�HQYHORSH FDOFXODWLRQ� DVVXPLQJ WKDW
WKH REVHUYHG SUREDELOLW\ RI UHVSRQVH UHPDLQV FRQVWDQW IRU HDFK UHVSRQGHQW� DOORZV
XV WR GLVFDUG WKLV DYHQXH� ZLWK DQ H[SHFWHG UHVSRQVH UDWH RI URXJKO\ ������ :LWK
WKHVH SURVSHFWV� RYHU ������ ILUPV ZRXOG KDYH WR EH VXUYH\HG WR \LHOG �� REVHUYD�
WLRQV� $V WKHUH DUH QRW HQRXJK ILUPV FUHDWHG LQ 6ZLW]HUODQG RYHU D ��\HDU SHULRG
IRU WKLV� D VXUYH\ LQ WKHVH FRQGLWLRQV ZRXOG QHHG WR EH SDQ�(XURSHDQ DQG ZRXOG EH
LPSRVVLEOH WR VXVWDLQ ILQDQFLDOO\ LQ WKH FRQWH[W RI D GRFWRUDO GLVVHUWDWLRQ� 6LPLODU
FRQVLGHUDWLRQV PDGH D WZR�VWHS VXUYH\ RI WKH UHVSRQGLQJ ILUPV �WHPSRUDO VHSDUD�
WLRQ� LPSUDFWLFDEOH�

$Q DOWHUQDWLYH DSSURDFK VXJJHVWHG E\ 3RGVDNRII HW DO� ������ WR DYRLG FRPPRQ
PHWKRG ELDV LV WR PHDVXUH SUHGLFWRU DQG FULWHULRQ YDULDEOHV IURP GLIIHUHQW VRXUFHV�
VXFK DV IRU H[DPSOH DUFKLYDO VRXUFHV� 6HYHUDO VHFRQGDU\ GDWD VRXUFHV WKDW ZHUH XQ�
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VXFFHVVIXOO\ LQYHVWLJDWHG EHIRUH RSWLQJ IRU D JHQHUDO SRSXODWLRQ VXUYH\ KDYH DOUHDG\
EHHQ FLWHG� )XUWKHUPRUH� VRFLDO FDSLWDO DQG UHVRXUFH FR�RSWDWLRQ GDWD LV XQOLNHO\ WR
EH DYDLODEOH IURP DQ\ VHFRQGDU\ VRXUFH�

6LQFH VRXUFH DQG WHPSRUDO VHSDUDWLRQ ZHUH QRW LPSOHPHQWDEOH LQ WKLV VWXG\� WKH
IROORZLQJ PHDVXUHV ZHUH WDNHQ WR HQVXUH VXIILFLHQW SV\FKRORJLFDO DQG PHWKRGRORJ�
LFDO VHSDUDWLRQ RI PHDVXUHPHQW� $V VXJJHVWHG E\ 3RGVDNRII HW DO� ������� WKH SUH�
GLFWRU DQG FULWHULRQ YDULDEOHV ZHUH FORXGHG �SV\FKRORJLFDO VHSDUDWLRQ� E\ LQFOXGLQJ
LWHPV LQ WKH TXHVWLRQQDLUH WKDW VXJJHVWHG ZH PD\ KDYH EHHQ WU\LQJ WR HVWDEOLVK D
OLQN EHWZHHQ IRXQGHU EDFNJURXQG DQG ILUP LQWHUQDWLRQDOL]DWLRQ� QRW RQO\ ILUP SHU�
IRUPDQFH� UHVRXUFH FR�RSWDWLRQ DQG VRFLDO FDSLWDO LQKHULWDQFH� )XUWKHUPRUH� WKHVH
FRQVWUXFWV ZHUH PHDVXUHG ZLWK GLIIHUHQW UHVSRQVH IRUPDWV �PHWKRGRORJLFDO VHSDUD�
WLRQ�� 5HVSRQGHQW DQRQ\PLW\ ZDV DVVXUHG DQG SURWHFWHG� DOVR IROORZLQJ 3RGVDNRII
HW DO� ������� )LQDOO\� HYHU\ HIIRUW ZDV PDGH WR DYRLG SUREOHPV ZLWK WKH FRPSUH�
KHQVLRQ VWDJH RI WKH UHVSRQVH SURFHVV DQG LWHP DPELJXLW\� DV SHU GH 9DXV ������
DQG 'LOOPDQ ������� ,WHP ZRUGLQJ ZDV H[WHQVLYHO\ UHYLHZHG DQG WHVWHG RQ H[WHUQDO
UHYLHZHUV� 9DJXH FRQFHSWV ZHUH DYRLGHG DQG ZRUGLQJ ZDV DOZD\V FRQFUHWH� ZLWK
H[DPSOHV SURYLGHG ZKHUH FRQIXVLRQ ZDV SRVVLEOH� 1R GRXEOH�EDUUHOHG TXHVWLRQV
ZHUH LQFOXGHG� $GGLWLRQDOO\� SUHYHQWLYH PHDVXUHV ZHUH WDNHQ WR DYRLG WUDQVODWLRQ
GLIILFXOWLHV� DV KDV DOUHDG\ EHHQ GLVFXVVHG� )XUWKHU� SRVW�KRF YHULILFDWLRQV ZHUH
GRQH WR HQVXUH DV PXFK DV SRVVLEOH WKDW LWHP FRPSUHKHQVLRQ ZDV JRRG DQG LQGHHG
WZR LWHPV ZHUH GURSSHG RQ OLWWOH PRUH WKDQ D KLQW WKDW WKH\ PD\ KDYH EHHQ XQFOHDU�
)LQDOO\� WKH YDULDEOHV LQ WKH VWXG\ ZHUH WHVWHG IRU PHWKRG ELDV XVLQJ +DUPDQ¶V RQH�
IDFWRU WHVW� ([SORUDWRU\ IDFWRU DQDO\VLV UHVXOWHG LQ D ��IDFWRU VROXWLRQ� ZLWK QR IDF�
WRU DFFRXQWLQJ IRU PRUH WKDQ ��� RI YDULDQFH� LQGLFDWLQJ WKDW WKHUH ZHUH QR VHULRXV
SUREOHPV ZLWK FRPPRQ PHWKRG ELDV�

����� ([WHUQDO SHUVSHFWLYH

$V ZH GLVFXVVHG LQ WKH OLWHUDWXUH UHYLHZ� GHILQLWLRQV RI VRFLDO FDSLWDO PD\ EURDGO\ EH
FODVVLILHG DV DGRSWLQJ DQ LQWHUQDO RU DQ H[WHUQDO SHUVSHFWLYH� ,Q WKLV GLVVHUWDWLRQ� ZH
FKRVH WR IRFXV RQ H[WHUQDO VRFLDO FDSLWDO DV WKH PRVW GLUHFWO\ UHOHYDQW WR WKH SURFHVV
RI VRFLDO FDSLWDO WUDQVIHU� +RZHYHU� DQ LQWHUQDO SHUVSHFWLYH FRQFHQWUDWLQJ RQ VRFLDO
UHODWLRQV ZLWKLQ WKH ILUP LV DOVR SHUWLQHQW WR VWXG\ WKH UROH RI VRFLDO FDSLWDO LQ WKH
GHYHORSPHQW RI QHZ YHQWXUHV�

��� $YHQXHV IRU IXUWKHU UHVHDUFK

7KH REMHFWLYH RI WKLV UHVHDUFK LV WR H[SDQG WKH NQRZOHGJH RQ WKH SURSHUWLHV RI VRFLDO
FDSLWDO DQG LWV LPSOLFDWLRQV IRU RUJDQL]DWLRQDO GHYHORSPHQW� 7KH WKHRUHWLFDO PRGHO
GHYHORSHG DQG WKH HPSLULFDO HYLGHQFH JDWKHUHG LQ WKLV GLVVHUWDWLRQ DUH VXEPLWWHG LQ
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KRSHV RI VWLPXODWLQJ IXUWKHU ZRUN LQ WKH DUHD� :H FRQFOXGH WKLV ZRUN E\ VXJJHVWLQJ
D IHZ GLUHFWLRQV IRU IXWXUH LQYHVWLJDWLRQ�

)XUWKHU HPSLULFDO YHULILFDWLRQ DQG JHQHUDOL]DWLRQ� ,Q WKH SUHYLRXV VHFWLRQ� ZH
LQGLFDWHG D QXPEHU RI RSHUDWLRQDO OLPLWDWLRQV WR RXU ZRUN� :KLOH ZH SURYLGH HP�
SLULFDO HYLGHQFH WR VXSSRUW RXU ILQGLQJV� IXUWKHU HPSLULFDO YDOLGDWLRQ LV QHHGHG WR
FRQILUP� H[SDQG DQG JHQHUDOL]H WKHVH ILQGLQJV EH\RQG WKH FXUUHQW VHWWLQJ RI 6ZLVV
KLJK WHFKQRORJ\ FRUSRUDWH VSLQ�RIIV�

6KDSH RI FHQWUDO UHODWLRQV� 7KH VKDSH RI WKH UHODWLRQV EHWZHHQ UHODWHGQHVV� VRFLDO
FDSLWDO LQKHULWDQFH DQGPRWKHU FRPSDQ\ VXSSRUW DUH LQ QHHG RI IXUWKHU LQYHVWLJDWLRQ�
:H VXVSHFW WKDW WKHVH UHODWLRQV FRXOG EH FRQFDYH� D K\SRWKHVLV WKDW RXU VDPSOH GRHV
QRW DOORZ XV WR WHVW� :H KDYH HYLGHQFH WKDW WRR OLWWOH UHODWHGQHVV GLPLQLVKHV WKH
LQKHULWDQFH RI VRFLDO FDSLWDO DV ZHOO DV WKH VXSSRUW SURYLGHG E\ WKH PRWKHU FRPSDQ\�
+RZHYHU� ZKDW KDSSHQV ZKHQ WKH UHODWHGQHVV LV WRR KLJK EHWZHHQ WKH VSLQ�RII¶V
DFWLYLWLHV DQG WKRVH RI WKH PRWKHU FRPSDQ\" :H VXJJHVW WKDW WKH VSLQ�RII ZRXOG
OLNHO\ EH SHUFHLYHG DV D GLUHFW DQG ³GLVOR\DO´ FRPSHWLWRU DQG ZLWKGUDZQ VXSSRUW
IURP WKH PRWKHU FRPSDQ\� DV ZHOO DV H[SHULHQFLQJ PRUH GLIILFXOWLHV WR HVWDEOLVK
FRQQHFWLRQV ZLWK WKH UHVW RI WKH QHWZRUN� DV RWKHU SOD\HUV ZRXOG QRW ZDQW WR ULVN
UHWDOLDWLRQ IURP WKH PRWKHU FRPSDQ\ IRU SURYLGLQJ WKHLU SDWURQDJH WR D FRPSHWLWRU�

5HVRXUFH FR�RSWDWLRQ DQG ILUP SHUIRUPDQFH� :H ILQG VLJQLILFDQW HYLGHQFH WKDW
VRFLDO FDSLWDO LQKHULWDQFH KDV D SRVLWLYH LPSDFW RQ UHVRXUFH DFTXLVLWLRQ E\ QHZ YHQ�
WXUHV� 1HZ YHQWXUHV� HVSHFLDOO\ LQ KLJK WHFKQRORJ\ VHFWRUV� DUH DIIHFWHG E\ WKH
³OLDELOLW\ RI QHZQHVV´ DQG DUH LQ D SDUWLFXODUO\ KLJK QHHG RI DFTXLULQJ UHVRXUFHV
TXLFNO\ DQG DW DIIRUGDEOH FRVWV �$OGULFK DQG )LRO� ����� +DPEULFN DQG 0DF0LOODQ�
������ )RU WKLV UHDVRQ� UHVRXUFH FR�RSWDWLRQ WKURXJK VRFLDO FDSLWDO FDQ EH D SDUWLF�
XODUO\ YDOXDEOH VWUDWHJ\ IRU KLJK WHFKQRORJ\ VSLQ�RIIV� DV LW DOORZV WKHP WR DFTXLUH
PRUH UHVRXUFHV WKDQ WKHLU ILQDQFLDO FRQVWUDLQWV ZRXOG QRUPDOO\ DOORZ� %XW GRHV
LQFUHDVHG UHVRXUFH DFTXLVLWLRQ OHDG WR LPSURYHG HFRQRPLF SHUIRUPDQFH IRU FRPSD�
QLHV" %DVHG RQ WKH UHVRXUFH�EDVHG YLHZ RI WKH ILUP� ZH EHOLHYH WKDW KLJKHU OHYHOV
RI UHVRXUFH FR�RSWDWLRQ IURP WKH QHWZRUN DQG IURP WKH PRWKHU FRPSDQ\ ZRXOG OHDG
WR KLJKHU SHUIRUPDQFH RI VSLQ�RIIV� 7KHUH LV DPSOH HYLGHQFH LQ WKH UHVRXUFH�EDVHG
YLHZ OLWHUDWXUH WR WKH HIIHFW WKDW GLIIHUHQFHV LQ UHVRXUFH HQGRZPHQWV RI ILUPV� ZKHQ
GHSOR\HG E\ WKHLU PDQDJHUV� PD\ UHVXOW LQ RUJDQL]DWLRQDO UHQW DQG LPSURYHG SHU�
IRUPDQFH �$PLW DQG 6FKRHPDNHU� ����� %DXP HW DO�� ����� &DUPHOL DQG 7LVKOHU�
����� +LWW HW DO�� ������ 2XU GDWD VHW GRHV QRW FRQWDLQ SHUIRUPDQFH GDWD� DQG VXFK
GDWD LV QRW DYDLODEOH IRU PRVW 6ZLVV VSLQ�RIIV IURP WKLUG�SDUW\ GDWDEDVHV� $V D UH�



���

VXOW� ZH DUH XQDEOH WR WHVW WKH UHODWLRQVKLS EHWZHHQ UHVRXUFH FR�RSWDWLRQ DQG ILUP
SHUIRUPDQFH� DQG DQ HPSLULFDO WHVW RI WKLV UHODWLRQ LV QHHGHG�

'XUDWLRQ GHSHQGHQFH RI VRFLDO FDSLWDO LQKHULWDQFH� +RZ ORQJ GRHV WKH DGYDQ�
WDJH RIIHUHG E\ VRFLDO FDSLWDO LQKHULWDQFH ODVW" )LFKPDQ DQG /HYLQWKDO ������ VXJ�
JHVWHG WKH H[LVWHQFH RI D ³OLDELOLW\ RI DGROHVFHQFH´� L�H� WKDW WKHUH LV D FRQFDYH UH�
ODWLRQVKLS EHWZHHQ FRPSDQ\ DJH DQG IDLOXUH� 1HZ RUJDQL]DWLRQV KDYH DQ LQLWLDO VHW
RI UHVRXUFHV �JRRGZLOO� FRPPLWPHQW� SRVLWLYH EHOLHIV«� ZKLFK VKHOWHUV WKHP IURP
LQLWLDO QHJDWLYH RXWFRPHV GXULQJ D ³KRQH\PRRQ´ SHULRG� $IWHU WKLV SHULRG LV RYHU�
LI RUJDQL]DWLRQV DUH XQDEOH WR UHSODFH GHSOHWHG VWRFNV RI UHVRXUFHV� WKHLU FKDQFHV
RI IDLOXUH LQFUHDVH� 6HGDLWLV ������ IRXQG WKDW DOWKRXJK VSLQ�RIIV SHUIRUPHG EHWWHU
WKDQ GH QRYR VWDUW�XSV LQ WKH LQLWLDO IRXQGLQJ SKDVH� WKHLU SHUIRUPDQFH ODJJHG WKDW RI
GH QRYR VWDUW�XSV D IHZ \HDUV LQWR WKHLU RSHUDWLRQ� 2XU ILQGLQJV VXJJHVW WKDW VRFLDO
FDSLWDO LQKHULWDQFH SOD\V DQ LPSRUWDQW SDUW LQ SURYLGLQJ WKH QHZO\�FUHDWHG VSLQ�RII
ZLWK DQ LQLWLDO VWRFN RI UHVRXUFHV� DV ZHOO DV ZLWK WKH LPPHGLDWH PHDQV WR UHSODFH
XVHG UHVRXUFHV� ,Q WKLV VHQVH� VRFLDO FDSLWDO LQKHULWDQFH ZRXOG QRW RQO\ EH DIIRUGLQJ
WKH VSLQ�RII D ORQJHU KRQH\PRRQ SHULRG� EXW LW PD\ DOVR FRQWULEXWH WR UHGXFLQJ WKH
OLDELOLW\ RI DGROHVFHQFH DOWRJHWKHU� 2Q WKH RWKHU KDQG� LI WKH DFWLYLWLHV RI WKH VSLQ�RII
HYROYH DZD\ IURP DQ DUHD FORVHO\ UHODWHG WR WKDW RI WKH PRWKHU FRPSDQ\� WKH VSLQ�
RII FRXOG EH KDUPHG E\ UHODWLRQDO LQHUWLD� ZKLFK ZRXOG LPSHGH WKH DGDSWDWLRQ RI
LWV QHWZRUN RI FRQWDFWV DQG HYHQWXDOO\ DJJUDYDWH WKH OLDELOLW\ RI DGROHVFHQFH� )XU�
WKHU UHVHDUFK LV QHHGHG WR GHWHUPLQH WKH PLG� DQG ORQJ�WHUP HIIHFWV RI VRFLDO FDSLWDO
LQKHULWDQFH RQ RUJDQL]DWLRQV�
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