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0RGHOLQJ�,&7�3HUFHSWLRQV�DQG�9LHZV�RI�8UEDQ�)URQW�/LQHUV
*DOLW�&RKHQ�%ODQNVWDLQ���3HWHU�1LMNDPS� DQG�.HHV�YDQ�0RQWIRUW�

SQ���JFNP$EVWUDFW
,QIRUPDWLRQ� DQG� &RPPXQLFDWLRQ� 7HFKQRORJLHV� �,&7�� KDYH� EHFRPH� LPSRUWDQW� WRROV� WRSURPRWH�DQG�UHDOL]H�D�YDULHW\�RI�SXEOLF�JRDOV�DQG�SROLFLHV��7KH�JURZLQJ�LPSRUWDQFH�RI�,&7�LQGDLO\� OLIH�� EXVLQHVV� DFWLYLWLHV�DQG�JRYHUQDQFH�SURPSWV� WKH�QHHG� WR� FRQVLGHU� WKH� UROH� RI� ,&7PRUH�H[SOLFLWO\�LQ�XUEDQ�DGPLQLVWUDWLRQV�DQG�SROLFLHV��:KDW�DUH�WKH�FLW\�PDNHU¶�H[SHFWDWLRQVDERXW�,&7"�$QG�KRZ�GR�WKH\�DVVHVV�WKH�IXWXUH�LPSOLFDWLRQV�RI�,&7�IRU�WKHLU�FLW\"�$Q�DQDO\VLVRI�WKHVH�TXHVWLRQV�LV�QHHGHG�WR�SURYLGH�XV�ZLWK�D�EHWWHU�XQGHUVWDQGLQJ�RI�WKH�H[WHQW�WR�ZKLFKXUEDQ�DXWKRULWLHV�DUH�ZLOOLQJ� WR� LQYHVW� LQ�DQG� WR�DGRSW� ,&7�SROLF\��7KLV�SDSHU�RIIHUV�ERWK� DFRQFHSWXDO�DQG�DQ�RSHUDWLRQDO�PRGHO�WKDW�DLPV�WR�PDS�RXW�WKH�FDXVHV�DQG�LPSOLFDWLRQV�RI�,&7SHUFHSWLRQV� DQG� YLHZV� RI� XUEDQ� SROLF\� PDNHUV� DQG�RU� DGPLQLVWUDWLYH� RIILFLDOV� �GHQRWHG� DVXUEDQ�IURQW�OLQHUV���7KLV�LV�IROORZHG�E\�WKH�SUHVHQWDWLRQ�RI�DQ�RSHUDWLRQDO�SDWK�PRGHO��YL]��DOLQHDU� VWUXFWXUDO� HTXDWLRQV� PRGHO� � �/LVUHO��� 7KH� PRGHO� VHUYHV� WR� GHVFULEH� DQG� WHVW� WKHUHODWLRQVKLSV� EHWZHHQ� SHUFHSWLRQV� RI� WKH� FLW\�� SROLF\� PDNHUV¶� EHOLHIV� DERXW� ,&7� DQG� WKHDVVRFLDWHG�XUEDQ�,&7�SROLF\��$FFRUGLQJ�WR�WKH�PRGHO��UHVSRQGHQWV�WKDW�SHUFHLYH�WKHLU�FLW\�DVKDYLQJ� PDQ\� XUEDQ� IXQFWLRQV� �H�J��� FRPPHUFLDO� FHQWUH�� VHUYLFH� FHQWUH�� KLJKHU� HGXFDWLRQFHQWUH��KDYH�PRUH�DZDUHQHVV�WR�YDULRXV�,&7�WRROV�DQG�DUH�OLNHO\�WR�FRQVLGHU�D�PXOWLSOLFLW\�RI,&7�PHDVXUHV�DV�UHOHYDQW�WR�WKHLU�FLW\��5HVSRQGHQWV�WKDW�FRQVLGHU�WKHLU�FLW\�DV�KDYLQJ�VHYHUHERWWOHQHFNV� �H�J��� WUDIILF� FRQJHVWLRQ�� KRXVLQJ� VKRUWDJH�� DUH� OHVV� OLNHO\� WR� WKLQN� RI� ,&7PHDVXUHV� DQG� ,&7�UHODWHG� JRDOV� DV� UHOHYDQW� WR� WKHLU� FLW\�� QRU� WKDW� WKH�PXQLFLSDOLW\� LPSDFWVVLJQLILFDQWO\�RQ�,&7�LQ�WKH�FLW\��)XUWKHUPRUH��UHVSRQGHQWV�WKDW�SHUFHLYH�WKHLU�FLW\�DV�VXIIHULQJIURP�PDQ\� VRFLR�HFRQRPLF�SUREOHPV� �XQHPSOR\PHQW�� DJHLQJ�SRSXODWLRQ�� LQGXVWULDO� GHFOLQHDQG�VR�RQ���DUH�OLNHO\�WR�FRQVLGHU�PDQ\�,&7�WRROV�DV�UHOHYDQW�WR�WKHLU�FLW\��DOWKRXJK�WKH\�KDYHD�ORZ�DZDUHQHVV�RI�WKH�VSHFLILF�WRROV�WR�EH�GHSOR\HG��)LQDOO\�� UHVSRQGHQWV�ZKR�EHOLHYH� WKDW,&7�ZLOO�DIIHFW�VLJQLILFDQWO\��DQG�SRVLWLYHO\��WKH�FLW\�DQG�LWV�DGPLQLVWUDWLRQ�� WHQG�WR�DWWDFK�DKLJK�PXQLFLSDO�LQIOXHQFH�RQ�,&7��DQG�FRQVLGHU�PDQ\�,&7�LQLWLDWLYHV�DV�UHOHYDQW�WR�WKHLU�FLW\�
.H\ZRUGV��,&7��SHUFHSWLRQV��/LVUHO�PRGHO��XUEDQ�GHFLVLRQ�PDNHUV-(/�FRGH��5��

� $OIUHG�7DXEPDQ�&HQWHU�IRU�6WDWH�DQG�/RFDO�*RYHUQPHQW-RKQ�)��.HQQHG\�6FKRRO�RI�*RYHUQPHQW+DUYDUG�8QLYHUVLW\(PDLO��*DOLWB&RKHQ#NVJ�KDUYDUG�HGX� 'HSDUWPHQW�RI�6SDWLDO�(FRQRPLFV)UHH�8QLYHUVLW\�$PVWHUGDP(�PDLO��SQLMNDPS#IHZHE�YX�QO� 'HSDUWPHQW�RI�(FRQRPHWULFV)UHH�8QLYHUVLW\�$PVWHUGDP(�PDLO��NYPRQWIRUW#IHZHE�YX�QO



�
���,QWURGXFWLRQ
,QIRUPDWLRQ�DQG�&RPPXQLFDWLRQ�7HFKQRORJLHV��,&7��PD\�EH�UHJDUGHG�DV�D�FROOHFWLRQ�RIWHFKQRORJLHV� DQG� DSSOLFDWLRQV�� ZKLFK� HQDEOH� WKH� SURFHVVLQJ�� VWRULQJ� DQG� WUDQVIHU� RILQIRUPDWLRQ�WR�D�ZLGH�YDULHW\�RI�XVHUV�RU�FOLHQWV��6LQFH�WKHVH�WHFKQRORJLHV�DUH�H[SHFWHG�WRKDYH�D�PDMRU�LPSDFW�RQ�KXPDQ�OLIH��VHYHUDO�IDVFLQDWLQJ�LGHDV�DERXW�WKH�UROH�RI�WKH�FLW\��LWVIHDWXUHV��RU�HYHQ�WKH�TXHVWLRQ�RI�ZKHWKHU�LW�ZLOO�SHUVLVW�KDYH�DSSHDUHG�LQ�PDQ\�YLVLRQDU\ERRNV�DQG�SDSHUV��7KHVH�LQWULJXLQJ�UHODWLRQVKLSV�KDYH�SURYLGHG�XV�ZLWK�PDQ\�PHWDSKRUV�ZKLFK�WU\�WR�FDSWXUH�WKH�IXWXULVWLF�DQG�IDU�UHDFKLQJ�FRQVHTXHQFHV�RI�,&7�RQ�WKH�FLW\�DQGVRFLHW\�DW�ODUJH��VXFK�DV�WKH�µZLUHG�VRFLHW\¶�RU�µJOREDO�YLOODJHV¶��$IWHU� WKH� LQWURGXFWLRQ� RI� QDWLRQDO� �DQG� HYHQ� LQWHUQDWLRQDO�� ,&7�SROLFLHV�� UHVHDUFKHUVDUH�SD\LQJ�LQFUHDVLQJ�DWWHQWLRQ�WR�XUEDQ�RU�ORFDO�,&7�SROLFLHV��DQG�WR�WKH�SRWHQWLDO�RI�ORFDOSXEOLF� SROLFLHV� WR� FRPSOHPHQW�� LQGXFH� DQG� VXEVWLWXWH� IRU� �RU� HYHQ� FRUUHFW�� QDWLRQDOSROLFLHV� DQG� SULYDWH� IRUFHV� �*LEEV� DQG� 7DQQHU�� ������ *UDKDP�� ������ *UDKDP� DQG'RPLQ\����������$GRSWLRQ�RI�XUEDQ�,&7�SROLFLHV�KDV�FOHDUO\�PDQ\�IDFHWV��2QH�FLW\�PD\OHDYH� WKH� ILHOG� WR� WKH� LQIOXHQFHV�RI�SULYDWH� IRUFHV� DQG�QDWLRQDO�RU� LQWHUQDWLRQDO� SROLFLHV�ZKLOH�RWKHU�FLWLHV�DSSHDU�WR�LQLWLDWH�FRPSUHKHQVLYH�SODQV�IRU�WKH�LQWURGXFWLRQ�DQG�DGRSWLRQRI�,&7��:KDW�DFFRXQWV�IRU�WKHVH�GLIIHUHQFHV�LQ�,&7�SROLF\�DGRSWLRQ"�9DULRXV�DOWHUQDWLYHIDFWRUV�PD\� H[SODLQ� WKHVH� GLIIHUHQFHV�� LQ� SDUWLFXODU� IDFWRUV� WKDW� UHODWH� HLWKHU� WR� WKH� FLW\FKDUDFWHULVWLFV��RU�DGPLQLVWUDWLRQ�FKDUDFWHULVWLFV���RU�WR�WKH�SHUVRQDO�FKDUDFWHULVWLFV�RI�WKHGHFLVLRQ�PDNHUV�RU�DGPLQLVWUDWLYH�RIILFLDOV��XUEDQ�IURQW�OLQHUV��LQ�WKH�FLW\�� �2XU�UHVHDUFKZLOO�PDLQO\�IRFXV�RQ�WKH�SHUFHSWLRQDO�GULYHUV�RI�XUEDQ�,&7�SROLF\��6SHFLILFDOO\��ZH�DLP�DWXQGHUVWDQGLQJ�ZKHWKHU�DQG�KRZ�DQ�XUEDQ�GHFLVLRQ�PDNHU¶V�SHUFHSWLRQ�RI�KLV�KHU�FLW\�DQGKLV�KHU�EHOLHIV�DERXW�,&7�FDQ�FRQWULEXWH�WR�WKH�H[SODQDWLRQ�RI�WKH�ZD\�KH�VKH�DVVHVVHV�WKHUHOHYDQFH�RI� ,&7�SROLF\�WR� WKDW�FLW\��:LWK�WKLV�IRFXV�ZH�KRSH�WR�VKHG�PRUH�OLJKW�RQ�WKHSHUVRQDO�GLPHQVLRQ�RI�XUEDQ�GHFLVLRQ�PDNLQJ�2XU�UHVHDUFK�ZLOO�DGGUHVV�,&7�SROLFLHV�DW�WKH�XUEDQ�OHYHO��SROLFLHV�WKDW�WKH�ORFDO�SROLF\PDNHU�PD\�FRQVLGHU�DV�UHOHYDQW�WR�KLV�RU�KHU�FLW\��:H�DUH�LQWHUHVWHG�WR�NQRZ�KRZ�PXFKLPSRUWDQFH�DQG�LQIOXHQFH�GHFLVLRQ�PDNHUV�DWWDFK�WR�WKH�PXQLFLSDOLW\�LQ�WKH�,&7�ILHOG��LQRUGHU�WR�DQWLFLSDWH�ZKHWKHU�PXQLFLSDOLWLHV�ZLOO�SOD\�DQ�LPSRUWDQW�UROH�LQ�WKH�,&7�DUHD�$� ODUJH� ERG\� RI� OLWHUDWXUH� UHJDUGLQJ� WKH� FLW\� �DQG� VRFLHW\�� DQG� ,&7� KDV� UHFHQWO\HPHUJHG��+RZHYHU��PRVW�RI�WKLV�OLWHUDWXUH�WULHV�WR�DQDO\VH�,&7�DV�D�VKDSLQJ�IDFWRU��RU�LQRWKHU�ZRUGV�� LW� DLPV� WR� H[SORUH� WKH� SRVVLEOH� VSDWLDO� DQG� VRFLDO� LPSOLFDWLRQV� RI� ,&7�� ,QFRQWUDVW�� WKH�SUHVHQW�VWXG\�DLPV� LQVWHDG� WR� LQYHVWLJDWH� ,&7�DV�D�SROLF\� WRRO��QDPHO\�� WKHZD\V�LQ�ZKLFK�LQWHQGHG�,&7�SROLFLHV�FDQ��RU�ZRXOG��EH�SDUW�RI� WKH� ,&7� IRUFHV� WKDW�ZLOOVKDSH� WKH� XUEDQ� IXWXUH�� &OHDUO\�� WKHVH� WZR� LVVXHV� DUH� PXWXDOO\� UHODWHG� DQG� DIIHFW� HDFKRWKHU��2Q�WKH�RQH�KDQG��ZKHQ�RQH�LV�WU\LQJ�WR�HYDOXDWH��K\SRWKHVLVH�RU�IRUHFDVW�WKH�IXWXUHLQIOXHQFHV�RI�,&7��RQH�VKRXOG�DOVR�WDNH�LQWR�DFFRXQW�SRVVLEOH�LPSOLFDWLRQV�RI�SROLFLHV�WKDWDUH�PXWXDOO\� UHODWHG� WR� ,&7��7KHVH� SROLFLHV� �RU� WKH� DEVHQFH� RI� SROLFLHV��PD\� DIIHFW� WKHZD\� ,&7�FRXOG�VKDSH� WKH�FLW\�DQG�VRFLHW\�DW� ODUJH��2Q� WKH�RWKHU�KDQG�� ,&7�SROLFLHV�DUHDLPLQJ� DW� DFFRPPRGDWLQJ� �SUHVHQW� DQG�� IXWXUH� QHHGV� DQG� GHYHORSPHQWV� RI� VRFLHW\�7KHUHIRUH�� LQLWLDWLQJ� UHOHYDQW� SROLFLHV� VKRXOG� EH� EDVHG� RQ� DQ� HYDOXDWLRQ� RI� SODXVLEOHWUHQGV� DQG� H[SHFWDWLRQV� RI� WKHVH� WHFKQRORJLHV�� &OHDUO\�� WKH� EHOLHIV� RI� XUEDQ� GHFLVLRQPDNHUV�DQG�DGPLQLVWUDWLYH�RIILFLDOV�DERXW�WKH�HIIHFWV�RI�,&7�RQ�WKH�IXWXUH�RI�WKH�FLW\�ZLOOOLNHO\�DIIHFW�WKH�SROLFLHV�WKDW�WKH\�KDYH�LQ�PLQG�WR�DFFRPPRGDWH�WKHVH�HIIHFWV�



�
*UDKDP�DQG�0DUYLQ��������FODLP�WKDW�PXFK�RI�WKH�,&7�GLVFRXUVH�LV�GHWHUPLQLVWLF�DQGVLPSOLVWLF�� WDNLQJ� �PRVWO\�� D� XWRSLDQ� YLHZ�� 7KLV� GHWHUPLQLVWLF� YLHZ� VHHV� ,&7GHYHORSPHQWV�DV�UDGLFDOO\�UHVKDSLQJ�VRFLHW\��DQG�E\�H[WHQVLRQ��FLWLHV����+RZHYHU��ZH�FDQDOVR�FOHDUO\� LGHQWLI\� DQ�HYROXWLRQ� LQ� WKH�GLVFRXUVH� LWVHOI�� ,Q�SDUWLFXODU�� LQ� WKH�����V� DQG����V��WKH�GRPLQDQW�YRLFH�ZDV�WKH�SUHGLFWLRQ�FRQFHUQLQJ�WKH�GHFOLQH�RI�FLW\� LPSRUWDQFHDQG�WKH�GHDWK�RI�GLVWDQFH��3DVFDO��������*ROGPDUN��������7RIIOHU��������0DUWLQ��������1HYHUWKHOHVV�� DV� WKHVH� QHZ� WHFKQRORJLHV� ZHUH� JUDGXDOO\� DGRSWHG�� PRVW� UHVHDUFKHUVEHFDPH� FRQYLQFHG� WKDW� WKH� FLW\� ZDV� QRW� JRLQJ� WR� GLVDSSHDU�� � 1RW� RQO\� KDV� WKHDWWUDFWLYHQHVV�RI�ODUJH�FLWLHV�QRW�UHGXFHG��EXW�DOVR�UHFHQW�GHYHORSPHQWV�VXJJHVW�HYHQ�WKDW,&7� UHLQIRUFH� WKH� SRVLWLRQ� RI� ODUJH� FLWLHV� �0RVV�� �������.ROONR� ������� VWDWHG� WKDW� ,&7KDYH�OHG�WR�WKH�³GHDWK�RI�GLVWDQFH´��EXW�QRW�WR�WKH�³GHDWK�RI�FLWLHV´��$OVR�*ODHVHU��������DIWHU� DQDO\VLQJ�SURFHVVHV� WKDW�ZHDNHQ�DQG�VWUHQJWKHQ� WKH� FLW\� FRQFOXGHV� WKDW� WKH� FLW\� LVQRW�JRLQJ�WR�³GLH´��$QG�ILQDOO\��*UDKDP��������FODLPV�WKDW�ERWK�GLVWDQFH�DQG�FLWLHV�DUH�IDUIURP�EHLQJ�GHDG��DQG�WKDW�JHRJUDSK\�VWLOO�PDWWHUV�$JDLQVW� WKLV�EDFNJURXQG��6HFWLRQ���RIIHUV�D� VKRUW�GLVFXVVLRQ�DERXW� ,&7�DV�D�SROLF\WRRO�DV�ZHOO�DV�D�IHZ�H[DPSOHV�RI�XUEDQ�,&7�LQLWLDWLYHV��6HFWLRQ���WKHQ��H[SODLQV�KRZ�WRH[DPLQH�SHUFHSWLRQV�DQG�EHOLHIV��1H[W��6HFWLRQ���VHWV�RXW�PRUH�VSHFLILFDOO\�WKH�WKHRUHWLFDOIUDPHZRUN�WR�VWXG\�LQGLYLGXDO�SXEOLF�GHFLVLRQ�PDNLQJ�SURFHVVHV��EDVHG�RQ�SHUFHSWLRQV�RIWKH�GHFLVLRQ�PDNHU�� ,Q�6HFWLRQ���ZH�SUHVHQW� WKH�FRQFHSWXDO�PRGHO�IRU�XUEDQ�,&7�SROLF\PDNLQJ�IURP�DQ�LQGLYLGXDO�SHUVSHFWLYH��:KLOH�LQ�VHFWLRQ���WKH�GDWD�WKDW�ZHUH�XVHG�LQ�WKLVVWXG\�DUH�SUHVHQWHG��6HFWLRQ���LV�IRFXVHG�RQ�DQDO\WLFDO�HIIRUWV�WR�WUDQVODWH�WKH�FRQFHSWXDOPRGHO�LQWR�DQ�RSHUDWLRQDO�PRGHO��DQG�WR�LGHQWLI\�ZD\V�WR�PHDVXUH�WKH�ODWHQW�YDULDEOHV�RIWKH�PRGHO�� ,Q�6HFWLRQ��� WKH� VWDWLVWLFDO�PRGHO� LV� SUHVHQWHG� DQG� HVWLPDWHG�� XVLQJ� D� /LVUHODQDO\VLV��)LQDOO\��LQ�6HFWLRQ���ZH�RIIHU�D�VXPPDU\�DQG�FRQFOXVLRQV�

���,&7�DV�D�3ROLF\�7RRO
6LQFH� ,&7� DUH� H[SHFWHG� WR� KDYH� VLJQLILFDQW� LQIOXHQFHV� RQ� WKH� FLW\�� LWV� VKDSH� DQG� LWVPHWDEROLVP��RQH�ZRXOG�H[SHFW�WKDW�XUEDQ�SODQQHUV�DQG�XUEDQ�GHFLVLRQ�PDNHUV�DUH�OLNHO\WR� EH� PDMRU� SOD\HUV� LQ� WKH� ,&7� ILHOG�� 6RPH� VFKRODUV� DUH� XUJLQJ� DQG� KXUU\LQJ� XUEDQGHFLVLRQ�PDNHUV� WR� DFW� LQ� WKDW� ILHOG� �VHH� H�J�� &DYHV� DQG�:DOVKRN�� ������� +RZHYHU�� DV*UDKDP� DQG� 0DUYLQ� ������� DUJXH�� GHVSLWH� WKH� FHQWUDO� LPSRUWDQFH� RI� WKH� µXUEDQ¶� LQF\EHUVSDFH�GHEDWHV��LVVXHV�RI�XUEDQ�SROLF\�DQG�SODQQLQJ�KDYH�EHHQ�YLUWXDOO\�DEVHQW�ZLWKLQERWK�WKH�SRSXODU�DQG�DFDGHPLF�VLGHV�RI�WKH�GLVFXVVLRQ�3UDWFKHWW� ������� VWUHVVHV� WKDW� ,&7� KDYH� WKH� SRWHQWLDO� WR� IXOILO� WKUHH� FRPSOHPHQWDU\UROHV� RI� ORFDO� DXWKRULWLHV�� ORFDO� GHPRFUDF\�� SXEOLF� SROLF\� PDNLQJ�� DQG� GLUHFW� VHUYLFHVGHOLYHU\��+RZHYHU��DV�3UDWFKHWW�FODLPV�� WKHUH� LV�D�V\VWHPDWLF�ELDV�ZKLFK�IDYRXUV�VHUYLFHGHOLYHU\� DSSOLFDWLRQV� DQG� RYHUORRNV� DSSOLFDWLRQV� UHJDUGLQJ� WKH� RWKHU� WZR� UROHV�� 7KHUHDVRQ�IRU�WKH�ELDV�LV�WKDW�WKH�GHFLVLRQ�PDNHUV�ZKR�LQLWLDWH�WKH�,&7�SROLF\�DUH�QRW�DFWLYH�LQWKH�RWKHU�SROLF\�DUHDV��,Q�RWKHU�ZRUGV��WKH\�PD\�QRW�EH�DZDUH�RI�WKH�SRVVLEOH�XWLOLVDWLRQ�RI,&7�LQ�RWKHU�SROLF\�DUHQDV�7KH� PRVW� SRSXODU� PXQLFLSDO� ,&7� LQLWLDWLYH� QRZDGD\V� DSSHDUV� WR� EH� EXLOGLQJ� DPXQLFLSDO� ZHE�VLWH�� /RFDO� DXWKRULWLHV� DUH� LQFUHDVLQJO\� UHSUHVHQWHG� RQ� WKH�:RUOG�:LGH:HE� �8UEDQ�� ������� � $FFHVV� WR� PDQ\� PXQLFLSDOLWLHV� LV� HDVLO\� GRQH� E\� FOLFNLQJZZZ�´QDPH�RI�PXQLFLSDOLW\´�³HQGLQJ� RI� WKH� FRXQWU\´�� )RU� H[DPSOH�� WKH� DGGUHVV� RI� WKHPXQLFLSDO�ZHEVLWH�RI�$PVWHUGDP� LV�ZZZ�DPVWHUGDP�QO DQG� WKH�ZHE�VLWH� RI� WKH� FLW\� RI

http://www.amsterdam.nl/


�
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7KH�IRFXV�RI�WKLV�VWXG\�LV�RQ�WKH�SHUFHSWLRQV��EHOLHIV�DQG�DWWLWXGHV�RI�XUEDQ�IURQW�OLQHUV��,QRWKHU�ZRUGV��ZH�DUH�LQWHUHVWHG�LQ�WKH�PHQWDO�SURFHVVHV�RI�DQ�LQGLYLGXDO�GHFLVLRQ�PDNHU�RUFLW\�RIILFLDO�ZLWK�UHVSHFW�WR�XUEDQ�,&7�SROLFLHV��6WXG\LQJ�SHUFHSWLRQV��EHOLHIV�DQG�DWWLWXGHVLV� WUDGLWLRQDOO\� DVVRFLDWHG�PDLQO\�ZLWK� SV\FKRORJ\� DQG� VRFLRORJ\� UHVHDUFK� �VSHFLILFDOO\VRFLDO� SV\FKRORJ\�� VHH�� H�J��� (DJO\� DQG� &KDLNHQ�� ������� 7KHVH� FRQFHSWV� KDYH� EHHQH[WHQVLYHO\� VWXGLHG� LQ� EHKDYLRXUDO� DQG� H[SHULPHQWDO� VFLHQFHV�� � +RZHYHU�� PDQ\� RWKHUVRFLDO� VFLHQFH� LQYHVWLJDWLRQV� LQFOXGH� EHKDYLRXUDO� DVSHFWV� LQ� WKHLU� VWXGLHV�� ,Q� IDFW�� RQH
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LPSRUWDQW�FRQWULEXWLRQ�RI�SRVW�PRGHUQ�SKLORVRSK\�LV�WKDW�LW�KDV�EURXJKW� WKHVH�DVSHFWV� WRPDQ\�RWKHU�VRFLDO�VFLHQFH�GLVFLSOLQHV�0DQ\� WKHRULHV� KDYH� EHHQ� GHYHORSHG� WR� XQGHUVWDQG� WKH� EHKDYLRXU� RI� LQGLYLGXDOV�JURXSV��RUJDQLVDWLRQV��QDWLRQV�RU�VRFLHWLHV��:KLOH�VRPH�VWXGLHV�FRQFHQWUDWH�RQ�WKH�DFWXDOEHKDYLRXU�� RWKHUV� DQDO\VH� WKH� LQYLVLEOH� DVSHFWV� WKDW� DUH� DERXW� WR� DIIHFW� VXFK� EHKDYLRXU�:KHQ�VWXG\LQJ�DFWXDO�EHKDYLRXU��WKH�UHVHDUFK�IRFXVHV�RQ�WKH�REVHUYHG�FKRLFHV�WKDW�ZHUHPDGH�� )RU� H[DPSOH�� GHPDQG� IRU� WUDQVSRUW� LV� PHDVXUHG� DFFRUGLQJ� WR� WKH� DFWXDO� XVH� RIWUDQVSRUW��7KHQ�DJDLQ��RQH�PD\�DUJXH�WKDW�WKH�DFWXDO�XVH�RI�WUDQVSRUW�GRHV�QRW�UHIOHFW�WKHUHDO�GHPDQG�IRU�WUDQVSRUW��DQG�WKXV�XQGHUVWDQGLQJ�WKH�UHDO�GHPDQG�UHTXLUHV�LQYHVWLJDWLRQRI�SUHIHUHQFHV�DQG� WUDYHO�QHHGV��(DFK� VWXG\� VXSSOLHV�XV�ZLWK� LQWHUHVWLQJ� DQG� LPSRUWDQW�WKRXJK�GLIIHUHQW��LQIRUPDWLRQ�+RZHYHU��LQ�VRPH�FDVHV�WKHUH�LV��VWLOO��QR�DFWXDO�EHKDYLRXU��7KLV�LV�WKH�FDVH�ZKHQ�ZHDUH�LQWHUHVWHG�LQ�DWWLWXGHV�WRZDUG�D�QHZ�SURGXFW�WKDW�LV�DERXW�WR�JR�RQ�WKH�PDUNHW�RU�ZKHUHD�WROO�LV�EHLQJ�FRQVLGHUHG�IRU�D�SODQQHG�URDG��7KLV�DOVR�KDSSHQV�ZKHQ�ZH�ZDQW�WR�HYDOXDWHWKH�FKDQFHV�RI�D�SROLWLFDO�FDQGLGDWH�LQ�IXWXUH�HOHFWLRQV�RU�ZKHQ�ZH�ZDQW�WR�HYDOXDWH�JRRGVWKDW� DUH� QRW� WUDGDEOH� LQ� WKH� PDUNHW�� ,Q� DOO� WKHVH� FDVHV�� WKHUH� LV� QR� DFWXDO�� REVHUYHGEHKDYLRXU�WKDW�FDQ�EH�LQYHVWLJDWHG��DQG�WKXV�RSLQLRQV��EHOLHIV��SHUFHSWLRQV��LQWHQWLRQV�DQGSUHIHUHQFHV�DUH�XVHG�WR�K\SRWKHVLVH�RQ�DQG�SUHGLFW�WKH�IXWXUH�EHKDYLRXU�8UEDQ�,&7�SROLFLHV�DUH�VWLOO�LQ�WKHLU�LQIDQF\��6HUYRQ�DQG�+RUULJDQ��������*UDKDP�DQG0DUYLQ��������*UDKDP�DQG�0DUYLQ���������,Q�PRVW�FDVHV��JRYHUQPHQWDO�RUJDQLVDWLRQV�DUHMXVW� EHJLQQLQJ� WR� ZUHVWOH� ZLWK� WKH� ZLGHU� HFRQRPLF� DQG� VRFLHWDO� LPSOLFDWLRQV� RI� WKHLQIRUPDWLRQ� UHYROXWLRQ� �(YDQV�� ������� ,Q� PDQ\� FLWLHV�� WKHUH� LV� QHLWKHU� D� FOHDU� VWUDWHJ\UHJDUGLQJ�,&7�QRU�DQ�H[SOLFLW�SODQ�WR�DGGUHVV�,&7�DV�D�SROLF\�DUHQD��%XW��VRPH�FLWLHV�DUHDOUHDG\� DFWLYH� LQ� WKH� ,&7� ILHOG�� DQG� PDQ\� FLWLHV� H[LVW� YLUWXDOO\� RQ� WKH� ZHE�� +RZHYHU�FRPSUHKHQVLYH�SODQV�DERXW�WKH�LQWURGXFWLRQ�DQG�XWLOLVDWLRQ�RI�,&7��LI�WKH\�H[LVW��DUH�VWLOOLQ� WKHLU� LQLWLDO� VWDJHV�� � 7KXV� ,&7� SROLF\� PD\� EH� FRQVLGHUHG� �LQ� PDQ\� FLWLHV�� DV� DK\SRWKHWLFDO� IXWXUH�DFWLYLW\�� WKDW�FDQQRW�EH�REVHUYHG��6LPLODU� WR� WKH�H[DPSOHV� WKDW�ZHUHJLYHQ� DERYH�� DQ� HIIRUW� WR� K\SRWKHVLVH� RQ� IXWXUH� ,&7� SROLFLHV� PD\� KDYH� WR� UHO\� RQ� WKHLQWHQWLRQV��EHOLHIV�DQG�DWWLWXGHV�RI� WKH� UHOHYDQW�DFWRUV��7KHUHIRUH�� D�EDVLF� DVVXPSWLRQ� LQWKLV�VWXG\�LV�WKDW�PRVW�RI�WKH�SRVVLEOH�XUEDQ�,&7�LQLWLDWLYHV�DUH�VWLOO�\HW�WR�PDWHULDOLVH��7KHIHDWXUHV�RI�VXFK�IXWXUH�SROLF\�DUH�VWLOO�XQGHU�FRQVLGHUDWLRQ��&HUWDLQO\��WKHUH�DUH�FLWLHV�WKDWDUH� FDUU\LQJ� RXW� VRPH� ,&7�PHDVXUHV�� DQG� VRPH� RI� WKHP� KDYH� HYHQ� GHFODUHG� WR� DGRSWPDMRU�,&7�VWUDWHJLHV�LQ�RUGHU�WR�JDLQ�D�FRPSHWLWLYH�DGYDQWDJH�DQG�EHFRPH�³LQIRUPDWLRQFLWLHV´�� 1HYHUWKHOHVV�� DV� WKH� OLWHUDWXUH� VXJJHVWV�� XQWLO� UHFHQWO\� ,&7� SROLF\� KDV� EHHQFRQVLGHUHG�PDLQO\�DW�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHO��8UEDQ�LQLWLDWLYHV�DUH�VWLOO�QHZ�SUHOLPLQDU\�� DQG�� LQ�PRVW� FDVHV�� HFOHFWLF��+HQFH�� LW� LV� ORJLFDO� WR� DVVXPH� WKDW� XUEDQ� ,&7SROLFLHV�DUH�VWLOO�D�µQHZ�SURGXFW¶�DQG�LQ�RUGHU�WR�DQWLFLSDWH�WKH�IXWXUH�RI�,&7�SROLF\��LW�LVXVHIXO�WR�VWXG\�WKH�EHOLHIV�DQG�DWWLWXGHV�WKDW�VXUURXQG�LW�)ROORZLQJ� DQ� H[WHQVLYH� ERG\� RI� OLWHUDWXUH� LQ� EXVLQHVV� DGPLQLVWUDWLRQ� DQG�PDUNHWLQJVWXGLHV��ZH�SURSRVH�WR�LQYHVWLJDWH� � WKH� µFRQVXPHU¶��L�H�� WKH�XUEDQ�GHFLVLRQ�PDNHU�LQ�RXUFDVH�� SHUFHSWLRQV� RI� D� µQHZ� SURGXFW¶� �XUEDQ� ,&7� SROLF\� LQ� RXU� FDVH��� 6XFK� VWXGLHVPHDVXUH�SHUFHSWLRQV�RI�FXVWRPHUV�DERXW�GLIIHUHQW�PDUNHWV�DQG�SURGXFWV��VHH�5REHUWV�DQG0RUULVRQ�� ������ )R[DOO�� ������ 6LPRQLQ�� ������ RU� LQYHVWLJDWH� DWWLWXGHV� DQG� SHUFHSWLRQVWRZDUGV�SLRQHHULQJ�EUDQGV�DQG�UHVLVWDQFH�WR�LQQRYDWLRQV��VHH�$OSHUW�DQG�.DPLQV��������$OO�WKHVH�VWXGLHV�XVH�VWDWHG�SUHIHUHQFHV��DWWLWXGHV�DQG�SHUFHSWLRQV�LQ�RUGHU�WR�IRUHFDVW�RUEHWWHU� XQGHUVWDQG� WKH� IXWXUH� GHPDQG� IRU� QHZ� SURGXFWV�� 6WXG\LQJ� DWWLWXGHV�� SHUFHSWLRQV
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DQG�EHOLHIV�FDQ�EH�GRQH�E\�WKH�VWXG\�RI�WKH�LQGLYLGXDO¶V�µEODFN�ER[¶��7KLV�EODFN�ER[�UHIHUVWR�WKH��LQYLVLEOH��PHQWDO�SURFHVV�WKDW�FRQVWLWXWHV�KXPDQ��YLVLEOH��EHKDYLRXU��7KLV�ZLOO�EHGHVFULEHG�LQ�WKH�QH[W�VHFWLRQ�
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3ROLF\�PDNLQJSURFHVV

,,,��$VVHVVPHQW�RI�SROLF\�DOWHUQDWLYHV3HUFHLYHG�FRVWV�DQG�EHQHILWV�RI�,&7

,&7�SROLF\

³$FWLRQ´
MXGJPHQW
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PRGHO� HQGV� ZLWK� WKH� SROLF\� LWVHOI�� RXU� DQDO\VLV� IRFXVHV� PDLQO\� RQ� WKH� EODFN� ER[�� 7KHXQGHUO\LQJ� DVVXPSWLRQ� LV� WKDW� DWWLWXGHV� DUH� VLJQLILFDQW� GHWHUPLQDQWV� RU� SUHGLFWRUV� RIEHKDYLRXU�� DQG� WKDW� D� FHUWDLQ� ZD\� RI� SHUFHLYLQJ� WKH� UHOHYDQFH� RI� ,&7� SROLF\� ZLOO� EHIROORZHG�E\�D�FRUUHVSRQGLQJ�UHDFWLRQ�WR�,&7�UHODWHG�SROLFLHV�ZKHQ�WKH\�DUH�UHOHYDQW�7KH� VKDGHG� ER[� UHSUHVHQWV� WKH� GHFLVLRQ� PDNHUV¶� µEODFN� ER[¶�� 7KH� SHUFHSWLRQV� DQGDWWLWXGHV�RI�WKH�GHFLVLRQ�PDNHU�KDYH�WKUHH�VXE�ER[HV�WKDW�UHSUHVHQW�9LFNHUV¶V�GLPHQVLRQV�7KH�XSSHU� WZR�VXE�ER[HV� �,� DQG� ,,�� UHIOHFW� WKH� UHDOLW\� MXGJHPHQW�DQG� WKH�YLVLRQV�RI� WKHGHFLVLRQ�PDNHU�ZLWK�UHJDUG�WR�KLV�RU�KHU�FLW\�DQG�,&7���7KH�WKLUG�VXE�ER[��,,,��UHIOHFWV�WKHSROLF\� MXGJHPHQW�� WKH� ZD\� WKH� GHFLVLRQ� PDNHU� DVVHVVHV� WKH� SROLF\� DOWHUQDWLYHV�� 7KHSHUFHSWLRQV�DQG�DWWLWXGHV�ER[HV�HPSKDVLVH�DQG�KLJKOLJKW� WKH� LPSRUWDQFH�RI� WKH�SHUVRQDOHYDOXDWLRQ�RI�UHDOLW\�DQG�RI�WKH�SHUFHSWLRQV�RI�WKH�RSSRUWXQLWLHV�WKDW�,&7�PD\�RIIHU�
���$�(XURSHDQ�6WXG\�RQ��7HOH&LW\9LVLRQ
$V�SDUW�RI�WKH�(8�SURMHFW�7HOH&LW\9LVLRQ���DQ�H[WHQVLYH�VXUYH\�ZDV�FRQGXFWHG��WDUJHWLQJXUEDQ�GHFLVLRQ�PDNHUV� �ERWK�SROLWLFLDQV� DQG� UHVSRQVLEOH� DGPLQLVWUDWLYH� VWDII�� DV�ERWK�RIWKHP�DUH�FRQVLGHUHG�DV�³FLW\�PDNHUV´�RU�XUEDQ�IURQW�OLQHUV��LQ�PRUH�WKDQ�����FLWLHV�LQ��(XURSHDQ� FRXQWULHV� �$XVWULD�� )UDQFH�� *HUPDQ\�� ,UHODQG�� 1RUZD\�� WKH� 1HWKHUODQGV�� DQG6SDLQ��� $IWHU� D� VHW� RI� VWUXFWXUHG� LQWHUYLHZV� ZLWK� XUEDQ� GHFLVLRQ� PDNHUV� LQ� VHYHUDO(XURSHDQ� FLWLHV� ZDV� DQDO\VHG� �&RKHQ� DQG� 1LMNDPS�� ������� D� ODUJH�VFDOH� VXUYH\� ZDVSUHSDUHG�� 7KH� VXUYH\� ZDV� FRQGXFWHG� EHWZHHQ� 0D\� DQG� 6HSWHPEHU� ������ 7KHTXHVWLRQQDLUHV�ZHUH�VHQW�WR�YDULRXV�GHSDUWPHQWV�LQ�WKH�PXQLFLSDOLW\�WKDW�ZHUH�VXSSRVHG�WRKDYH� D� GLUHFW� RU� LQGLUHFW� LQIOXHQFH� RQ� ,&7�UHODWHG� DFWLYLWLHV� LQ� WKH� FLW\�� DV� ZHOO� DV� WRHOHFWHG� RIILFLDOV� RI� WKH� FLW\� �SROLWLFLDQV��� 7KH� HIIRUW� WR� LQFOXGH� YDULRXV� PXQLFLSDOLW\GHSDUWPHQW�PHPEHUV� LQ�RXU�VDPSOH�ZDV�GXH� WR� WKH� IDFW� WKDW�,&7�SROLFLHV�DQG�VWUDWHJLHVDUH� QRW� PDGH� E\� RQH� VLQJOH� UHFRJQLVHG� UHVSRQVLEOH� ERG\�� ,Q� FRQWUDVW� WR� ILHOGV� OLNHWUDQVSRUWDWLRQ�RU�HGXFDWLRQ��ZKHUH�WKHUH�LV�D�FOHDU�DGGUHVV�WKDW�LV�UHVSRQVLEOH�IRU�SROLFLHVLQ�WKH�ILHOG��,&7�WHQG�WR�IRUP�D�IUDJPHQWHG�DFWLYLW\�DQG�WKHUH�LV�QR�VLQJOH�FOHDU�DGGUHVV�LQWKH�PXQLFLSDOLW\� UHVSRQVLEOH� IRU� DOO� UHOHYDQW� LQIRUPDWLRQ� �D� SUHOLPLQDU\� DQDO\VLV� RI� WKH'XWFK�VXUYH\�FDQ�EH�IRXQG�LQ�&RKHQ�HW�DO����������$SSUR[LPDWHO\������UHVSRQVHV�ZHUHUHWXUQHG� �WKH� UHVSRQVH� UDWH� YDULHG� DFURVV� WKH� SDUWLFLSDWLQJ� FRXQWULHV�� EHWZHHQ� ���� DQG������ ZLWK� KDOI� RI� WKHP� FRPLQJ� IURP� *HUPDQ\�� 7DEOH� �� SUHVHQWV� WKH� GLVWULEXWLRQ� RIUHVSRQVHV�DFFRUGLQJ�WR�WKHLU�FRXQWU\�DQG�WKH�QXPEHU�RI�FLWLHV�WKDW�ZHUH�VDPSOHG�7KH�UHVSRQGHQWV�UHSUHVHQW�YDULRXV�DVSHFWV�RI�FLW\�JRYHUQRUV�RU�DGPLQLVWUDWRUV�����RI� WKHP� DUH� XUEDQ� RU� WUDQVSRUWDWLRQ� SODQQHUV�� QHDUO\� ���� DUH� ZRUNLQJ� DW� HFRQRPLFGHYHORSPHQW�GHSDUWPHQWV�������RI�WKHP�DUH�ZRUNLQJ�LQ�,&7�GHSDUWPHQWV�DQG������RI�WKHUHVSRQGHQWV� DUH� HOHFWHG�SROLWLFLDQV��7KH� HGXFDWLRQ� OHYHO� RI� WKH� UHVSRQGHQWV� LV� UHODWLYHO\KLJK�� 7KH� YDVW� PDMRULW\� RI� WKH� UHVSRQGHQWV� LQ� RXU� VDPSOH� KDV� DW� OHDVW� D� %DFKHORU¶VXQLYHUVLW\�GHJUHH��0RVW�RI�WKH�UHVSRQGHQWV�DUH�PDOHV�������DQG��DSDUW�IURP�WKH�6SDQLVKVDPSOH��PRVW�RI�WKHP�LQ�WKH�DJH�JURXS�RI����WR����\HDUV��:H�GR�QRW�KDYH�GDWD�DERXW�WKH
� 7HOH&LW\9LVLRQ�3URMHFW�ZDV�IXQGHG�E\�WKH�(XURSHDQ�&RPPLVVLRQ�DQG�FR�RUGLQDWHG�E\�%,6��SDUWLFLSDQWVDUH��%,6��*HUPDQ\���&207(&��,UHODQG���(6,��7KH�1HWKHUODQGV���(76,�8$0��6SDLQ���,&&5��$XVWULD��7+(0$��)UDQFH���DQG�=7*��*HUPDQ\�



�
UHDO�JHQGHU�GLVWULEXWLRQ�RI� WKH�XUEDQ�DGPLQLVWUDWLRQ� LQ� WKHVH�VHYHQ�FRXQWULHV�� VR� WKDW�ZHFDQQRW�FRQFOXGH�ZKHWKHU�RXU�VDPSOH�LV�ELDVHG�LQ�WKDW�UHJDUG�
7DEOH����1XPEHU�RI�UHVSRQGHQWV�DFFRUGLQJ�WR�FRXQWULHV&RXQWU\ 1R��RI�UHVSRQGHQWV�LQ� EUDFNHWV�� SHUFHQWDJHRI�WKH�VDPSOH�

1R��RI�FLWLHV�VDPSOHG
$XVWULD �� ������ ��)UDQFH ��� ������ ��*HUPDQ\ ��� ������� ��,UHODQG �� ������ ��7KH�1HWKHUODQGV ��� ������ ��1RUZD\ ��� ������� ��6SDLQ ��� ������� ��������7RWDO ���� ���

0RVW� RI� WKH� UHVSRQGHQWV� DUH� IURP� FLWLHV� ZLWK� D� SRSXODWLRQ� RI� XS� WR� �������LQKDELWDQWV��-XVW�OHVV�WKDQ�����RI�WKH�UHVSRQGHQWV�DUH�IURP�ELJJHU�FLWLHV�� ,Q�PRVW�RI� WKHFRXQWULHV� WKDW�DUH� LQFOXGHG� LQ� WKH�VDPSOH�� WKH�QDWLRQDO� UHVHDUFK� WHDPV� LQGLFDWHG� WKDW� WKHUHVSRQVH� UDWH� ZDV� ORZHU� LQ� ELJ� FLWLHV�� FRPSDUHG� ZLWK� VPDOOHU� RQHV�� 7KXV�� LW� LV� QRWVXUSULVLQJ� WR� REVHUYH� VRPH� GRPLQDQFH� RI� VPDOO� DQG� PHGLXP� FLWLHV� LQ� WKH� VDPSOH�0RUHRYHU�� LQ� VRPH� FRXQWULHV� �1RUZD\�� ,UHODQG�� WKH� 1HWKHUODQGV� DQG� $XVWULD��� WKHUH� LVRQO\�D�VPDOO�QXPEHU�RI�FLWLHV�WKDW�H[FHHG���������LQKDELWDQWV�
���%XLOGLQJ�WKH�/DWHQW�&RQFHSWV���3HUFHSWLRQV�RI�WKH�&LW\��,&7�DQG�,&7�3ROLF\
$FFRUGLQJ� WR� 9LFNHUV¶� WKHRU\� RI� WKH� DSSUHFLDWLYH� V\VWHP�� UHDOLW\� DQG� YDOXH� MXGJHPHQWUHODWHV� WR� WKH�ZD\�D�GHFLVLRQ�PDNHU�SHUFHLYHV� UHDOLW\�DQG�K\SRWKHVLVHV�DERXW� WKH� IXWXUH�$FWLRQ�MXGJPHQW�LV�UHODWHG�WR�WKH�DVVHVVPHQW�RI�SROLF\�DOWHUQDWLYHV��0RUH�VSHFLILFDOO\��LQWKH� ILHOG� RI� XUEDQ� ,&7� SROLFLHV�� WKH� UHOHYDQW� DUHD� RI� MXGJHPHQW� DUH� IRUPHG� E\� WKHSHUFHSWLRQV�RI�WKH�FLW\��ZKDW�LV�WKH�FLW\"�ZKDW�LV�LW�H[SHFWHG�WR�EHFRPH"���SHUFHSWLRQV�RI,&7��KRZ�GRHV�,&7�DIIHFW�YDULRXV�DVSHFWV�RI�OLIH"��DQG�SHUFHSWLRQV�RI�XUEDQ�,&7�SROLFLHV�ZKDW�DUH�WKH�UHOHYDQW�SROLFLHV"���:H�ZLOO�XVH�WKHVH�TXHULHV�WR�GHVLJQ�WKH�EXLOGLQJ�EORFNVRI�RXU�PHDVXUHPHQW�PRGHO�
����7KH�³LPDJLQDEOH´�FLW\
$OUHDG\�LQ�WKH�����V��DWWHPSWV�ZHUH�PDGH�WR�FUHDWH�FLW\�W\SRORJLHV�DFFRUGLQJ�WR�YDULRXVNH\�YDULDEOHV��+DGGHQ�DQG�%RUJDWWD��������XVHG����YDULDEOHV�IURP�WKH������8�6��FHQVXVIRU� ���� $PHULFDQ� FLWLHV�� 7KH\� XVHG� IDFWRU� DQDO\VLV� DQG� UHGXFHG� WKH� ODUJH� QXPEHU� RIYDULDEOHV� WR���� IDFWRUV� � �WKH� WZHOIWK�ZDV� WKH� WRWDO� SRSXODWLRQ� VL]H�� WR� FKDUDFWHULVH� WKHVH$PHULFDQ� FLWLHV�� 2Q� WKH� EDVLV� RI� � +DGGHQ� DQG� %RUJDWWD¶V� GDWDEDVH�� -RQHV� DQG� -RQHV�������XVHG�VRPH�RI� WKHVH�IDFWRUV� WR�FUHDWH��� W\SRORJLHV�RI�FLWLHV�DFFRUGLQJ�WR� WZR�FRUHGLPHQVLRQV�� WKH� ³XUEDQ� JURZWK� DQG� GHYHORSPHQW´� FRQVWUXFW� DQG� � WKH� ³VRFLR�HFRQRPLF´FRQVWUXFW��8VLQJ�H[SORUDWRU\�IDFWRU�DQDO\VLV��WKH\�IRXQG�GDWD�GULYHQ�FRQVWUXFWV�WKDW�ZHUHSODXVLEOH�IURP�D�WKHRUHWLFDO�SHUVSHFWLYH�



�
,Q� FRQWUDVW� WR� WKHVH� FLW\� W\SRORJLHV� WKDW� DUH� EXLOW� RQ� ³REMHFWLYH´� LQGLFDWRUV� �DVGHVFULEHG�DERYH���LQ�RXU�UHVHDUFK�ZH�DLP�LQ�SDUWLFXODU�DW�FRQVWUXFWLQJ�D�SURILOH�EDVHG�RQWKH�ZD\�WKH�GHFLVLRQ�PDNHUV�SHUFHLYH WKHLU�FLW\��,Q�RWKHU�ZRUGV��ZH�DUH�LQWHUHVWHG�LQ�WKHFLW\�DIWHU� LW�KDV�EHHQ�ILOWHUHG�E\� WKH�GHFLVLRQ�PDNHU¶V�FRJQLWLRQ��7KH�FLW\� LV�QRW�D�JLYHQVSDWLDO�XQLW��EXW�D� VRFLDO� FRQVWUXFW��$V� -DPHV�'RQDOG�H[SODLQV��³7KH� OLYLQJ� VSDFH�RI� WKHFLW\�H[LVWV�DV�UHSUHVHQWDWLRQ�DQG�SURMHFWLRQ�DQG�H[SHULHQFH�DV�PXFK�DV�LW�H[LVWV�DV�EULFNVDQG� PRUWDU� RU� FRQFUHWH� DQG� VWHHO´� �'RQDOG�� ������ SDJH� ������ 7KXV�� WKH� FLW\�� DV� WKHGHFLVLRQ�PDNHU�SHUFHLYHV�LW��LV�DFWXDOO\�WKH�FLW\�IRU�ZKLFK�KH�VKH�LV�PDNLQJ�GHFLVLRQV��DQGKHQFH��IRU�KLP�KHU�LW�LV�WKH�UHOHYDQW�FLW\�WR�EH�H[SORUHG�LQ�HPSLULFDO�SROLF\�UHVHDUFK��7KHUHDUH�PDQ\�SRVVLEOH�FDQGLGDWH�YDULDEOHV�IRU�PDNLQJ�XS�WKH�FLW\�SURILOH��,Q�RXU�DSSURDFK�ZHDVVXPH�WKDW�WKH�LPDJLQDEOH�FLW\�LV�EXLOW�IURP���PDLQ�HOHPHQWV�RI�WKH�FLW\��PDLQ�IXQFWLRQV�SUREOHPV��DQG�H[SHFWDWLRQV�RQ�WKH�IXWXUH��:H�KDYH�FKRVHQ�D�W\SRORJLFDO�DSSURDFK�EDVHGRQ�WKHVH���PDLQ�SURILOH�HOHPHQWV�RI�WKH�FLW\��9DULRXV�FRPELQDWLRQV�RI�WKHVH���FRQVWLWXHQWVPDNH�XS�GLIIHUHQW�SURILOHV�RI�D�FLW\��,Q�WKLV�ZD\�RQH�PD\�FRQVWUXFW�D�SDUWLFXODU�FLW\�W\SH�µLPDJLQDEOH� FLW\¶���7KH��� DVSHFWV�RI� WKH� FLW\� DUH� WKHPVHOYHV� ODWHQW� FRQFHSWV� VLQFH� WKH\FRQWDLQ� LQIRUPDWLRQ� WKDW�FDQQRW�EH�REVHUYHG�E\� MXVW�RQH�YDULDEOH� �LQGLFDWRU���7KHUHIRUH�HDFK�RI�WKH�GLPHQVLRQV�RI�WKH�FLW\�LV�EDVHG�RQ�D�QXPEHU�RI�LQGLFDWRUV�WKDW�UHSUHVHQW�LW��7KHGDWDEDVH�WKDW�ZDV�SUHVHQWHG�LQ� WKH�SUHYLRXV�VHFWLRQ�ZDV�XVHG�DV� WKH�EDVLV� IRU� LQGLFDWRUVIRU�WKH�ODWHQW�FRQVWUXFWV�WKDW�UHSUHVHQW�WKH�SHUFHSWLRQV�RI�WKH�FLW\��7KH�ILUVW�GLPHQVLRQ��WKHIXQFWLRQ�RI�WKH�FLW\��FDQ�EH�PHDVXUHG�E\�D�OLVW�RI�XUEDQ�IXQFWLRQV�WKDW�ZHUH�OLVWHG�LQ�WKHTXHVWLRQQDLUH� �VHH� )LJXUH� ���� 7KH� UHVSRQGHQWV� ZHUH� DVNHG� WR� SRLQW� RXW� WR� ZKDW� H[WHQWWKHVH�LWHPV�ZHUH�UHOHYDQW�WR�WKHLU�FLW\��7KH�VHFRQG�GLPHQVLRQ��L�H���SUREOHPV�RI�WKH�FLW\��LVPHDVXUHG�E\�WKH�OLVW�RI�XUEDQ�SUREOHPV�DQG�LV�LQFOXGHG�DOVR�LQ�)LJXUH���
)LJXUH����7KH���GLPHQVLRQV�DQG�FKDUDFWHULVWLF��REVHUYHG��YDULDEOHV�RI�SHUFHSWLRQ�RI�D�FLW\

$V� IRUHVSRQGH:H�GHFLGLWV�VWUHQJ

3HUFHSWLRQV�RI�D�FLW\³LPDJLQDEOH�FLW\´

)XQFWLRQV�RI�WKH�FLW\ ([SHFWDWLRQV�IRU�WKHIXWXUH3UREOHPV�RI�WKH�FLW\
,QGX6HUY$GP/RJ7RX&RP,&7+LJ

DIILF�FRQJHVWLRQ�RXVLQJ�VKRUWDJH�QHPSOR\PHQW�GXVWULDO�GHFOLQH�JHLQJ�SRSXODWLRQ�HJDWLYH�LPDJH�XGJHW�GHILFLW�

7KH�LPSRUWDQFH�RI�RXU�FLW\�7KH�SRWHQWLDO�WR�DWWUDFW�VHUYLFHFRPSDQLHV�7KH�SRWHQWLDO�WR�DWWUDFW�LQGXVWULDOHQWHUSULVHV�7KH�SRWHQWLDO�WR�DWWUDFW�QHZ�UHVLGHQWV�7KH�LPSRUWDQFH�RI�WKH�&%'�
VWULDO�FHQWUH�LFH�FHQWUH�LQLVWUDWLYH�FHQWUH�LVWLF�FHQWUH�ULVW�FHQWUH�PHUFLDO�FHQWUH��PXOWLPHGLD�FHQWUH�KHU HGXFDWLRQ�FHQWUH�

7U+8,Q$1%

U� WKH� IXWXUH� H[SHFWDWLRQV� WKDW� UHSUHVHQW� WKH� WKLUG� GLPHQVLRQ� RI� WKH� FLW\�� WKHQWV�ZHUH�DVNHG�WR�LQGLFDWH�WKH�GLUHFWLRQ�DQG�PDJQLWXGH�RI�WKH�DQWLFLSDWHG�WUHQGV�HG�WR�LQFOXGH�RQO\�WKH�IXWXUH�WUHQGV�UHJDUGLQJ�WKH�DWWUDFWLYHQHVV�RI�WKH�FLW\�DQGWK��2WKHU�DVSHFWV�RI�SRVVLEOH�XUEDQ�WUHQGV�ZHUH�QRW�LQFOXGHG�



��
����%HOLHIV�DERXW�DQG�DWWLWXGHV�WRZDUGV�,&7
2SLQLRQV�RQ��EHOLHIV�DERXW��DQG�DWWLWXGHV�WRZDUGV� ,&7�GR�QRW�QHFHVVDULO\�KDYH�D�XQLILHGSDWWHUQ�� 7KHUH� PD\� EH� GLIIHUHQW� RSLQLRQV� DERXW� WKH� µPDUULDJH¶� EHWZHHQ� WKH� QHZWHFKQRORJLHV�DQG�GLIIHUHQW� DVSHFWV�RI�XUEDQ� OLIH��6LQFH� ,&7�FRPSULVHV�PXOWLGLPHQVLRQDOREMHFWV��WKH\�KDYH�PRUH�WKDQ�RQH�UHFRJQLVDEOH�DWWULEXWH�DQG��WKHUHIRUH��WKH�PHDVXUHPHQWRI� VXFK� DWWLWXGHV� LV� DOVR� EDVHG� RQ� YDULRXV� DVSHFWV�� )RU� H[DPSOH��'UXFNPDQ� DQG� /XSLD�������GLVFXVV�DQG�DSSO\�PXOWLGLPHQVLRQDO�REMHFW�PHDVXUHPHQWV��&RQVHTXHQWO\��ZH�KDYHWULHG�WR�UHFRJQLVH�SDWWHUQV�RI�RSLQLRQV�DERXW�,&7��E\�XVLQJ�D�OLVW�RI�VWDWHPHQWV�UHJDUGLQJ,&7�UHODWLRQVKLSV�ZLWK�WKH�XUEDQ�DGPLQLVWUDWLRQ��WKH�FLW\�DQG�VRFLHW\�DW�ODUJH��:H�XVHG�WKHVWDWHPHQWV�DQG�DVVHVVPHQWV� IRU� WKH� HYDOXDWLRQ�RI� WKH� LQIOXHQFH�RI� ,&7�RQ�XUEDQ� WUHQGV�DGPLQLVWUDWLRQ�DQG�VRFLHW\��:H�FDQ�UHFRJQLVH���UHOHYDQW�GLPHQVLRQV�RI�EHOLHIV�DERXW�,&7DQG�WKH�ZD\�LW�DIIHFWV�WKH�IROORZLQJ�GLIIHUHQW�DVSHFWV��,&7�HIIHFWV�RQ�XUEDQ�IXWXUH�WUHQGV�,&7�HIIHFWV�RQ�XUEDQ�DGPLQLVWUDWLRQ�DQG�XUEDQ�JRYHUQLQJ��DQG��,&7�HIIHFWV�RQ�VRFLDO�OLIH�
)LJXUH����7KH���GLPHQVLRQV�DQG�FKDUDFWHULVWLF��REVHUYHG��YDULDEOHV�RI�EHOLHIV�DERXW�,&7

DERXRU� S³,&7
����$
0HDSROLFVWXGSROLF�RU�

7KH7KHVHUY7KHLQGX7KHUHVL7KH&%'

KDKHPSH�PSLYSLQQFUURF

URYLGH�DOO�VHJPHQWV�RI� WKH�SRSXODWLRQLWK� HTXDO� DFFHVV� WR� HGXFDWLRQ�PSOR\PHQW�DQG�VRFLDO�VHUYLFHV�PSURYH�WKH�TXDOLW\�RI�VRFLDOHODWLRQVKLSV�

%HOLHIV�DERXW,&7
(IIHFWV�RI�,&7�RQXUEDQ�WUHQGV (IIHFWV�RI�,&7�RQVRFLDO�OLIH(IIHFWV�RI�,&7�RQ�XUEDQDGPLQLVWUDWLRQ�DQGJRYHUQLQJ
�LPSRUWDQFH�RI�RXU�FLW\��SRWHQWLDO�WR�DWWUDFWLFH�FRPSDQLHV��SRWHQWLDO�WR�DWWUDFWVWULDO�HQWHUSULVHV��SRWHQWLDO�WR�DWWUDFW�QHZGHQWV��LPSRUWDQFH�RI�WKH�

&7,WK,*R,S

$V� LQ� WKH�FDVH�RI� WKH�SHUW�,&7�DUH�WKHPVHOYHV�ODWHQUR[\� YDULDEOHV� �RU�� LQ� RWK´�YDULDEOH��EXLOW�XSRQ���GL
VVHVVPHQW�RI�XUEDQ�,&7�S
VXULQJ� WKH� YDULDEOH� RI� SRLHV�� LV� DOVR� D� FKDOOHQJH��LHV��WKH�SROLF\�YDULDEOH�LV�\�ZDV�DOUHDG\�D�FRPSOHWHYRWHU�� LQ� RWKHU� FDVHV�� D
QJH�WKH�SROLF\�PDNLQJ�SURFHVV��LPSOHPHQWDWLRQ�RI�SROLFLHV�LV�PRUH�HIILFLHQW �URYH�WKH�DELOLW\�RI�WKH�DGPLQLVWUDWLRQ�WR�VHUYHFLWL]HQV�URYH�FLWL]HQ�DFFHVV�WR�XVHIXO�LQIRUPDWLRQ �H�WKH�DGPLQLVWUDWLRQ�EHWWHU�DFFHVV�WR�SXEOLFLRQ�HDVH�FLWL]HQ�SDUWLFLSDWLRQ�LQ�WKH�SROLF\HVV�

3ZH,U
FHSWLRQV�RI�D� FLW\��KHUH� DJDLQ�� WKH���GLPHQVLRQV�RI�EHOLHIVW�YDULDEOHV�WKDW�FDQ�EH�UHSUHVHQWHG�E\�QXPHURXV�LQGLFDWLQJHU� ZRUGV�� REVHUYHG� YDULDEOHV�� )LJXUH� �� VXPPDULVHV� WKHPHQVLRQV�DQG����LQGLFDWRUV�
ROLF\�UHOHYDQFH
OLF\� SHUFHSWLRQ�� WKH� DVVHVVPHQW� RI� WKH� UHOHYDQFH� RI� ,&7ERWK� WKHRUHWLFDOO\� DQG� HPSLULFDOO\�� � 2IWHQ�� LQ� HPSLULFDOELQDU\��LQ�IDYRXU�RI�RU�DJDLQVW�SROLF\��� ,Q� WKRVH�FDVHV�� WKH�µSDFNDJH¶�DQG�WKH�TXHVWLRQ�ZDV�ZKHWKHU�WKH�SROLF\�PDNHUSSURYHV� RU� GLVDSSURYHV� RI� WKH� SROLF\�� ,Q� RXU� SUHVHQW
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LQYHVWLJDWRQ�� WKHUH� LV� QR� µUHDG\�PDGH¶� SROLF\��2Q� WKH� FRQWUDU\�� WKH� FRPSRVLWLRQ� RI� WKHSROLF\�LV�RQH�RI�WKH�LQWHUHVWLQJ�WDVNV�RI�WKH�UHVHDUFK��6LQFH�LQ�PRVW�RI�WKH�FDVHV�WKHUH�LV�QRFRPSUHKHQVLYH� ,&7� SROLF\�� DQG� WKH� H[SHULHQFH� ZLWK� XUEDQ� ,&7� SROLF\� LV� YHU\� OLPLWHG�WKHUH�DUH�QR�µUHDG\�PDGH¶�,&7�UHFLSHV��7KHUHIRUH��WKH�ZD\�GHFLVLRQ�PDNHUV�SHUFHLYH�WKHSRVVLEOH�ZD\V�RI� LQWHUYHQWLRQV� LQ� WKH� ILHOG�RI� ,&7�FDQ�YDU\� LQ�PDQ\� UHVSHFWV��:H�KDYHLGHQWLILHG�KHUH�WKUHH�SURPLQHQW�DVSHFWV�RI�WKH�XUEDQ�,&7�SROLF\�
$� 7KH�UROH�RI� WKH�PXQLFLSDOLW\��6RPH�GHFLVLRQ�PDNHUV�PD\�WKLQN�WKDW� WKH�PXQLFLSDOLW\KDV� D�PDMRU� UROH� LQ� WKH� ,&7� ILHOG�� EXW� RWKHUV� PD\� WKLQN� GLIIHUHQWO\�� 7KH� ZD\� WKH\SHUFHLYH� WKH� LPSRUWDQFH�RI� WKH� UROH�RI� WKH�PXQLFLSDOLW\�PD\�DIIHFW� WKHLU� VXSSRUW� IRUDFWLYH�LQWHUYHQWLRQV�%� *RDOV��:KDW�DUH�WKH�PDLQ�JRDOV�IRU�ZKLFK�,&7�VKRXOG�EH�PRELOLVHG"�6LQFH�,&7�FDQ�EHD�WRRO�WR�DFKLHYH�D�YDULHW\�RI�JRDOV��HFRQRPLF��VRFLDO��JRYHUQLQJ��HWF����LW�LV�LQWHUHVWLQJWR�VHH�WR�ZKDW�H[WHQW�WKH�GLIIHUHQW�JRDOV�VHHP�UHOHYDQW�WR�WKH�GHFLVLRQ�PDNHU�&� 7KH�UHOHYDQW�WRROV�IRU�,&7�SROLF\��7KHUH�DUH�PDQ\�FUHDWLYH�ZD\V�LQ�ZKLFK�WKH�SXEOLFVHFWRU�FDQ�LQWHUYHQH�LQ�WKH�,&7�ILHOG��,W�LV�LPSRUWDQW�WR�XQGHUVWDQG�ZKDW�NLQGV�RI�WRROVDUH�SHUFHLYHG�E\�WKH�GHFLVLRQ�PDNHUV�DV�UHOHYDQW��DQG�ZKHWKHU�WKH\�DUH�DZDUH�RI�WKHYDULHW\�RI�RSSRUWXQLWLHV�WKDW�H[LVWV�

7KH�ILUVW�DVSHFW�RI�WKH�DERYH�SHUFHSWLRQV�RI�XUEDQ�,&7�SROLF\�UHODWHV�WR�WKH�H[WHQW�WRZKLFK� WKH� GHFLVLRQ�PDNHU� DVVHVVHV� WKH� LQIOXHQFH� DQG� WKH� UROH� RI� WKH�PXQLFLSDOLW\�ZLWKUHJDUG� WR� ,&7� DFWLYLWLHV� LQ� WKH� FLW\�� 7KLV� DVSHFW� LV� LPSRUWDQW�� VLQFH� LI� GHFLVLRQ�PDNHUVDWWDFK�D�KLJK�YDOXH�WR�PXQLFLSDO�,&7�DFWLYLWLHV��LW�PD\�SRVLWLYHO\�DIIHFW�WKHLU�PRWLYDWLRQ�WRLQLWLDWH� VXFK� DFWLYLWLHV�� 7KH� VWDWHPHQW� IURP� WKH� TXHVWLRQQDLUH� FDSWXULQJ� WKH� UROH� RI� WKHPXQLFLSDOLW\�LQ�,&7�SROLF\�DQG�DFWLYLWLHV�ZDV��+RZ�PXFK�LQIOXHQFH�GRHV�WKH�PXQLFLSDOLW\KDYH�ZLWK�UHJDUG�WR�WKH�DSSOLFDWLRQ�RI�,&7�LQ�\RXU�FLW\ �KLJK��PHGLXP��ORZ��QRQH�",Q�PDQ\�FDVHV�WKH�GLVWLQFWLRQ�EHWZHHQ�WKH�QH[W�WZR�DVSHFWV��YL]��WKH�JRDO�RI�D�SROLF\DQG�WKH�WRROV�RI�SROLF\��LV�PDWWHU�RI�GLIIHUHQW�DQJOHV�DQG�DSSURDFKHV�WR�WKH�SROLF\��,QGHHG�DFFRUGLQJ�WR�WKH�µUDWLRQDO¶�GHFLVLRQ�SURFHVV�WKHRU\��WKHUH�LV�D�FOHDU�GLVWLQFWLRQ�EHWZHHQ�WKHJRDOV� RI� SROLF\� DQG� WKH� WRROV� �PHDQV�� WR� DFKLHYH� WKHP�� RU� LQ� RWKHU�ZRUGV�� EHWZHHQ� WKHSROLF\� DQG� LWV� LPSOHPHQWDWLRQ��+RZHYHU�� SROLFLHV� QRUPDOO\� FRQWDLQ� ERWK� JRDOV� DQG� WKHPHDQV�WR�DFKLHYH�WKHP��3UHVVPDQ�DQG�:LOGDYVN\���������5HJDUGLQJ�XUEDQ�,&7�SROLFLHV�WKH�GLVWLQFWLRQ�EHWZHHQ�SROLF\�JRDOV�DQG�SROLF\�WRROV�LV�DOVR�D�FRPSOLFDWHG�WDVN��:KHQ�WKHGLVFRXUVH�LV�PRUH�,&7�RULHQWHG��,&7�LV�UHJDUGHG�DV�D�SROLF\�JRDO��+RZHYHU��ZKHQ�,&7�DUHPHQWLRQHG� DV� DQRWKHU� WRRO� WR� DFKLHYH� HFRQRPLF� RU� VRFLHWDO� WDUJHWV�� ,&7� SROLFLHV� DUHUHJDUGHG�DV�SROLF\�WRROV��7KHUHIRUH��VXFK�DQ�DSSURDFK�WRZDUGV�,&7�SROLF\�FDQ�OHDG�XV�WRWKH� WKHRUHWLFDO� DQG� SUDFWLFDO� GHFLVLRQ� WR� PDNH� QR� GLVWLQFWLRQ� DW� DOO� EHWZHHQ� JRDOV� DQGPHDQV� LQ� RXU� DQDO\VLV�� 7KHUHIRUH�� ZH� FUHDWH� YDULDEOHV� WKDW� PHDVXUH� WKH� SHUFHLYHGUHOHYDQFH�RI�,&7�SROLF\�JRDOV�DQG�WRROV DQG�PDNH�QR�GLVWLQFWLRQ�EHWZHHQ�WKH�WZR�7KH� VHFRQG� DVSHFW� RI� SHUFHSWLRQ� RI� ,&7� SROLF\� UHODWHV� WR� WKH� SHUFHLYHG� JRDOV� DQGUHOHYDQW� PHDVXUHV� WKDW� D� GHFLVLRQ� PDNHU� DWWDFKHV� WR� ,&7� SROLF\�� 7KH� TXHVWLRQQDLUHFRQWDLQHG�VWDWHPHQWV�WKDW�H[SORUHG�WKH�ZD\�WKH�UHVSRQGHQWV�SHUFHLYH�WKH�UHOHYDQFH�RI�,&7WR�DFKLHYH�JHQHUDO�XUEDQ�JRDOV��DV�ZHOO�DV�WKH�UHOHYDQFH�RI�GLIIHUHQW�,&7�PHDVXUHV�WR�WKHLUFLW\�� 7KH� TXHVWLRQQDLUH� LWVHOI� GLG� QRW�PDNH� H[SOLFLW� GLVWLQFWLRQV� EHWZHHQ� JHQHUDO� JRDOV�DQG� QRU� GLG� LW� VXJJHVW� UHODWLRQVKLSV� EHWZHHQ� WKHP�� $� OLVW� RI� �� UHOHYDQW� VWDWHPHQWVUHJDUGLQJ�SRVVLEOH�JRDOV�DQG�PHDQV�ZDV�VXJJHVWHG�WR�WKH�UHVSRQGHQWV��DV�ZHOO�DV�D�OLVW�RI
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���SRVVLEOH�WRROV�WR�HPSOR\�,&7�SROLFLHV�LQ�RUGHU�WR�HQKDQFH�,&7�LQ�WKH�UHVSRQGHQWV¶�FLW\�7KH�UHVSRQGHQWV�ZHUH�DVNHG�WR�SRLQW�RXW�KRZ�UHOHYDQW�HDFK�WRRO�RU�JRDO�LV�IRU� WKHLU�FLW\�7DEOH�$��LQ�WKH�$QQH[�SURYLGHV�WKH�IXOO�OLVW��,QWHUHVWLQJO\��D�VXEVWDQWLDO�VKDUH�RI�WKH�UHVSRQGHQWV�DSSHDUHG�WR�FKRRVH�WKH�RSWLRQ�'.�GRQ¶W�NQRZ���RU�VNLSSHG�WKH�LWHPV��ZLWK�UHJDUG�WR�WKH�GLIIHUHQW�RSWLRQV��LQGLFDWLQJ�D�ODFNRI�NQRZOHGJH�� LQWHUHVW�RU�DZDUHQHVV� UHJDUGLQJ�VXFK�SROLF\� WRROV��7KH�SURSRUWLRQ�RI�'.DQVZHUV��LQ�VRPH�FDVHV�PRUH�WKDQ�����RI�WKH�UHVSRQGHQWV��GRHV�QRW�DOORZ�XV�PHUHO\�WRWUHDW� WKHVH�DV�PLVVLQJ�YDOXHV�RU� WR� LJQRUH� WKHP��2Q� WKH� FRQWUDU\�� WKH\�VXSSO\� LPSRUWDQWLQIRUPDWLRQ�DERXW�WKH�ODFN�NQRZOHGJH�DQG�DZDUHQHVV�RI�WKH�GLIIHUHQW�WRROV��7KHUHIRUH��ZHKDYH�GHFLGHG�WKDW�DQ�LPSRUWDQW�LQGLFDWRU�IRU�PHDVXULQJ�UHOHYDQW�WRROV�DV�SHUFHLYHG�E\�WKHUHVSRQGHQWV�LV�WKH�QXPEHU�RI�'.�DQVZHUV�IRU�HDFK�UHVSRQGHQW��,W�ZLOO�EH�WKH�LQGLFDWRU�IRUWKH� OHYHO� RI� NQRZOHGJH� DQG� DZDUHQHVV� RI� UHOHYDQW� ,&7� PHDVXUHV� ZKHUH� 2� PHDQV� DOODQVZHUV�ZHUH�'.�DQG����LPSOLHV�WKDW�WKHUH�ZDV�QR�'.�DQVZHU�6LQFH� ZH� GHFLGHG� WR� FRPELQH� WKH� VWDWHPHQWV� UHJDUGLQJ� JHQHUDO� JRDOV� ZLWK� WKHVWDWHPHQWV�UHJDUGLQJ�VSHFLILF�,&7�WRROV��WKH�WKLUG�YDULDEOH�WR�PHDVXUH�SROLF\�SHUFHSWLRQVLV�WKH�VXP�RI�DOO�WKH�³YHU\�PXFK´�DQG�³VWURQJO\�DJUHH´�DQVZHUV�WR�WKH�DERYH���VWDWHPHQWVDQG�WKH����LWHPV�LQ�WKH�,&7�WRROV�OLVW��7KH�ORJLF�EHKLQG�WKLV�YDULDEOH�LV�WKDW�WKH�PRUH�³YHU\PXFK´� DQVZHUV� LQGLFDWHG� E\� WKH� UHVSRQGHQW�� WKH� EURDGHU� KLV�KHU� YLHZ� DERXW� WKHRSSRUWXQLWLHV�WKDW�,&7�SROLF\�FDQ�RIIHU�WR�KLV�KHU�FLW\��6LQFH�YLHZV�DERXW�WKH�SRVVLELOLWLHVIRU�XUEDQ�,&7�YDU\�DPRQJ�XUEDQ�GHFLVLRQ�PDNHUV�� WKLV�YDULDEOH�FDQ�KHOS�WR� WHVW� WR�ZKDWH[WHQW�WKH\�SHUFHLYH�,&7�SROLF\�DV�D�WRRO�WR�DFKLHYH�PXOWLSOH�JRDOV��DQG�WRROV�UHOHYDQW�WRXUEDQ�FKDOOHQJHV�
���)URP�D�&RQFHSWXDO�0RGHO�WR�D�/LVUHO�0RGHO
$V�LQGLFDWHG�DOUHDG\�DERYH��ZH�ZLOO�FRQVLGHU�KHUH���DVSHFWV�RI�WKH�µLPDJLQDEOH�FLW\¶��LWVIXQFWLRQV�� SUREOHPV�� DQG� H[SHFWHG� WUHQGV�� ,Q� WKH� VDPH� ZD\�� WKHUH� DUH� �� GLPHQVLRQVUHSUHVHQWLQJ� EHOLHIV� DERXW� ,&7�� 7KXV� ZH� XVH� D� ODWHQW� YDULDEOH� IRU� HDFK� DVSHFW�� )RUVWDWLVWLFDO�UHDVRQV��LQ�VRPH�FDVHV��DV�ZH�ZLOO�GLVFXVV�LQ�GHWDLO�LQ�WKH�QH[W�VHFWLRQ���ZH�ZLOOXVH� �� ODWHQW� YDULDEOHV� WR� UHSUHVHQW� DQ� DVSHFW�� DQG�� LQ� RWKHU� FDVHV�� ZH� KDYH� PHUJHG� �GLPHQVLRQV� LQWR� MXVW� �� GLPHQVLRQ�� 7R� RSHUDWLRQDOLVH� WKH� DERYH� ODWHQW� YDULDEOHV� LQWR� DQLQWHJUDWHG�PRGHO��ZH�ZLOO� XVH�PXOWLYDULDWH�SDWK� DQDO\VLV��:H�ZLOO� LQ� SDUWLFXODU� GHYHORSKHUH�D�/LVUHO�PRGHO�/LVUHO�LV�D�VWDWLVWLFDO�VRIWZDUH�SDFNDJH�GHYHORSHG�E\�-RUHVNRJ�DQG�6RUERP���������,WLV�D�VWDWLVWLFDO�PHWKRGRORJ\�ZKLFK�FRPELQHV�WZR�WHFKQLTXHV��FRQILUPDWRU\�IDFWRU�DQDO\VLV�WKH� PHDVXUHPHQW� PRGHO�� DQG� SDWK� DQDO\VLV� �WKH� VWUXFWXUDO� PRGHO�� �.OLQH�� ������� 7KHFRQILUPDWRU\� IDFWRU� DQDO\VLV� HQDEOHV� XV� WR� UHSUHVHQW� XQREVHUYHG� FRQFHSWV� E\� FUHDWLQJODWHQW�YDULDEOHV��7KH�SDWK�DQDO\VLV�LV�UHSUHVHQWHG�E\�D�VHULHV�RI�VWUXFWXUDO��L�H��UHJUHVVLRQ�HTXDWLRQV�
����7KH�PHDVXUHPHQW�PRGHO��FRQILUPDWRU\�IDFWRU�DQDO\VLV
6RFLDO� VFLHQWLVWV�� DV� ZHOO� DV� HFRQRPLVWV�� DUH� RIWHQ� LQWHUHVWHG� LQ� H[SORULQJ� WKHRUHWLFDOFRQVWUXFWV�WKDW�FDQQRW�EH�REVHUYHG�GLUHFWO\�DQG�FDQ�RQO\�EH�DSSUR[LPDWHG�E\�REVHUYDEOHRU�PHDVXUDEOH�YDULDEOHV��7KHVH�DEVWUDFW�SKHQRPHQD�DUH�WHUPHG�³ODWHQW�YDULDEOHV´��%\UQH��������7KH�FUHDWLRQ�RI�ODWHQW�YDULDEOHV�LV�GRQH�ZLWK�D�FRQILUPDWRU\�IDFWRU�DQDO\VLV��ZKHUH
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ZH�KDYH�WR�VSHFLI\�ZKLFK�YDULDEOHV�GHILQH�HDFK�IDFWRU��L�H��ODWHQW�YDULDEOH���7KH�REVHUYHGYDULDEOHV�DUH�DOVR�FRLQHG�³LQGLFDWRUV´�LQ�WKH�PHDVXUHPHQW�PRGHO��VLQFH�WKH\�LQGLFDWH�WKHODWHQW�FRQVWUXFWV��+DLU�HW�DO����������7KH�PHDVXUHPHQW�PRGHO�IRU�WKH�YHFWRU�;�RI�REVHUYHGH[RJHQRXV�YDULDEOHV�LV�GHVFULEHG�DV�IROORZV�
; �/[[�G�
ZKHUH�[ LV� WKH� ODWHQW�HQGRJHQRXV�YDULDEOH��G LV� WKH�PHDVXUHPHQW�HUURU� LQ�[��DQG�/[ LV�DTQ�PDWUL[�WKDW�UHODWHV�Q�IDFWRUV�WR�HDFK�RI�WKH�T�REVHUYHG�YDULDEOHV�GHVLJQHG�WR�PHDVXUHWKHP�� ,Q� FRQILUPDWRU\� IDFWRU� DQDO\VLV�� WKH� SXUSRVH� LV� WR� WHVW� ZKHWKHU� WKH� K\SRWKHVLVHGFRQVWUXFW� LV� LQGHHG� FRQILUPHG� E\� WKH� GDWD�� 7KHUH� DUH� VHYHUDO� VWDWLVWLFDO� WHVWV� WKDW� FDQLQGLFDWH�ZKHWKHU�WKH�REVHUYHG�LQGLFDWRUV�GR��LQGHHG��FRUUHFWO\�UHSUHVHQW�WKH�K\SRWKHVLVHGODWHQW�FRQVWUXFW��2WKHU�VWDWLVWLFDO�WHVWV�DLP�DW�PHDVXULQJ�WKH�UHOLDELOLW\�DQG�YDOLGLW\�RI�WKHLQGLFDWRUV� DV� UHSUHVHQWLQJ� D� FRPPRQ� IDFWRU� �H�J�� &URQEDFK¶V� DOSKD�� ZKLFK� LVUHFRPPHQGHG� WR� KDYH� D� YDOXH� RI� DW� OHDVW� ��� DQG� WKH� YDULDQFH�H[WUDFWHG� PHDVXUH�� WKDWVKRXOG�H[FHHG����IRU�D�FRQVWUXFW��
/DWHQW�YDULDEOHV�IRU�³&LW\´��³,&7´�DQG�³,&7�3ROLF\´�FRQVWUXFWV
$V�PHQWLRQHG�HDUOLHU��ERWK�WKH�SHUFHSWLRQV�RI�WKH�FLW\��WKH�DWWLWXGHV�WRZDUGV�,&7�DQG�WKH,&7� SROLF\� DUH� ODWHQW� FRQFHSWV� WKDW� FDQQRW� EH� PHDVXUHG� GLUHFWO\��:LWK� WKH� KHOS� RI� ��REVHUYHG�YDULDEOHV��ZH�KDYH�WULHG�WR�FUHDWH�ODWHQW�YDULDEOHV�WKDW�UHSUHVHQW�WKH�SHUFHSWLRQVRI�WKH�FLW\�DQG�,&7��7KH�FRQVWUXFW�RI�,&7�SROLF\�LV�DVVXPHG�WR�EH�EDVHG�RQ�WKH���SROLF\YDULDEOHV�WKDW�ZHUH�GLVFXVVHG�HDUOLHU�7KHUH� DUH� �� ODWHQW� FRQVWUXFWV� WKDW� UHSUHVHQW� WKH� SHUFHSWLRQ� RI� WKH� FLW\� DQG� �� ODWHQWYDULDEOHV�WKDW�UHSUHVHQW�EHOLHIV�DERXW�DQG�DWWLWXGHV�WRZDUGV�,&7��2ULJLQDOO\��DFFRUGLQJ�WRWKH���GLPHQVLRQV�RI�FLW\�SHUFHSWLRQ��ZH�ZRXOG�H[SHFW���FRUUHVSRQGLQJ�ODWHQW�FRQVWUXFWV�+RZHYHU��DIWHU�H[DPLQLQJ�WKH�GDWD��ZH�GLVFRYHUHG�WKDW�ERWK�WKH�IXQFWLRQV�RI�WKH�FLW\�DQGWKH�SUREOHPV�RI�WKH�FLW\�FRXOG�QRW�EH�UHSUHVHQWHG�E\�MXVW�RQH�FRQVWUXFW��,Q�WKH�OLVW�RI�XUEDQIXQFWLRQV�� �� IXQFWLRQV� ZHUH� GLVWLQFW� IURP� WKH� RWKHUV�� WKH� LQGXVWULDO� IXQFWLRQ� DQG� WKHORJLVWLF�IXQFWLRQ��7KH�LQGXVWULDO�DQG�ORJLVWLFV�IXQFWLRQV�DSSHDUHG�WR�KDYH�D�ORZ�FRUUHODWLRQZLWK�WKH�UHVW�RI�WKH�IXQFWLRQ�LQGLFDWRUV���,QGHHG��LW�VHHPV�SODXVLEOH�WKDW�WKH�LQGXVWULDO�DQGORJLVWLF�IXQFWLRQV�GLIIHU�IURP�WKH�RWKHU�IXQFWLRQV��L�H��WKH�SRVW�LQGXVWULDO�IXQFWLRQV�RI�WKHFLW\�� 7KHUHIRUH�� DOWKRXJK� LW� LV� DQ� HPSLULFDOO\�GULYHQ� GHFLVLRQ�� LW� PD\� DOVR� FRQILUP� DWKHRUHWLFDO� DVSHFW� RI� WKH� FRQWHPSRUDU\� FLW\�� LQGXVWULDO� DVSHFWV� RI� WKH� FLW\� DUH� SHUFHLYHGGLIIHUHQWO\�IURP�WKH�RWKHU�DVSHFWV�:LWK� UHJDUG� WR� WKH� SUREOHPV� RI� WKH� FLW\�� WKH� HPSLULFDO� WHVWV� DOVR� GLVFRYHU� �� GLVWLQFWNLQGV�RI�SUREOHPV��RQ� WKH�RQH�KDQG�� SUREOHPV� WKDW� DUH� UHODWHG� WR� VSDWLDO� FKDUDFWHULVWLFV�WUDIILF� FRQJHVWLRQ� DQG� KRXVLQJ� VKRUWDJH��� DQG�� RQ� WKH� RWKHU�� SUREOHPV� WKDW� DUH� UHODWHGPRUH� WR� WKH� VRFLR�HFRQRPLF� FRQGLWLRQV� �XQHPSOR\PHQW�� LQGXVWULDO� GHFOLQH�� DJHLQJSRSXODWLRQ�� QHJDWLYH� LPDJH� DQG� EXGJHW� GHILFLWV��� +HUH� DJDLQ�� WKH� HPSLULFDO� ILQGLQJVFRQYLQFHG� XV� WKDW� WKHVH� WZR� DVSHFWV� RI� XUEDQ� SUREOHPV� FRXOG� DOVR� EH� GLVWLQJXLVKHGWKHRUHWLFDOO\�� &RQVHTXHQWO\�� WKH� GLPHQVLRQ� RI� XUEDQ� SUREOHPV� DOVR� KDV� WZR� VHSDUDWHFRQVWUXFWV�$WWLWXGHV� WRZDUG� ,&7� DUH� UHSUHVHQWHG� E\� �� ODWHQW� FRQVWUXFWV�� 7KH� ILUVW� FRQVWUXFWLQFOXGHV�WKH�RSLQLRQV�RQ�DQG�H[SHFWDWLRQV�RI�,&7�DV�DIIHFWLQJ�XUEDQ�WUHQGV�DQG�WKH�XUEDQ
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DGPLQLVWUDWLRQ�� 7KH� VHFRQG� FRQVWUXFW� UHSUHVHQWV� WKH� RSLQLRQV� DERXW� KRZ� ,&7� DIIHFWVVRFLHW\�DQG�VRFLDO�OLIH��$V�LQ�WKH�FDVH�RI�WKH�FRQVWUXFWV�RI�FLW\�SHUFHSWLRQV��KHUH�DJDLQ��WKHGHFLVLRQ�WR�KDYH���GLVWLQFW�FRQVWUXFWV�LV�D�UHVXOW�RI�WKH�HPSLULFDO�WHVWV�,Q�RXU�PRGHO�� WKH�YDULDQFH� H[WUDFWHG�E\� WKH� ODWHQW� YDULDEOHV� LV� EHWZHHQ� ���� DQG� ����7KXV��EHWZHHQ�����DQG�����RI�WKH�FRPPRQ�YDULDQFH�RI�WKH�PRGHO¶V�REVHUYHG�LQGLFDWRUVLV�H[SODLQHG�E\�WKHLU�ODWHQW�FRQVWUXFWV���7KLV�LV�D�UHDVRQDEOH�DSSUR[LPDWLRQ�IRU�WKH�ODWHQWFRQFHSWV��ZKLFK�LV�UHFRPPHQGHG�WR�H[FHHG������+DLU�HW�DO����������$V�IRU�WKH�UHOLDELOLW\PHDVXUH� IRU� HDFK� ODWHQW� YDULDEOH�� DOO� YDULDEOHV� DSSHDUHG� WR� H[FHHG� WKH� UHFRPPHQGHG&URQEDFK¶V�DOSKD�YDOXH�RI����$V� LQ� WKH�FDVH�RI� WKH�³LPDJLQDEOH� FLW\´�DQG� WKH�EHOLHIV�DERXW� ,&7�� WKH�SROLF\�DVSHFWZDV�DOVR�H[SHFWHG��DQG�K\SRWKHVLVHG�� WR�EH� UHSUHVHQWHG�E\�D� ODWHQW�FRQVWUXFW��+RZHYHU�WKH�WZR�GLPHQVLRQV�RI�SROLFLHV��L�H��WKH�UROH�RI�WKH�FLW\�DQG�,&7�SROLF\¶V�JRDOV�DQG�WRROV�UHSUHVHQWHG�E\���GLIIHUHQW�YDULDEOHV���FDQQRW�VWDWLVWLFDOO\�EH�FRQVLGHUHG�DV� LQGLFDWRUV�RIRQH�FRPPRQ�FRQVWUXFW��WKH�VXSSRVHG�SROLF\�FRQVWUXFW��$�SUHOLPLQDU\�DQG�EDVLF�FRQGLWLRQRI� D� ODWHQW� FRQVWUXFW� LV� WKDW� LWV� LQGLFDWRUV� DUH� FRUUHODWHG� WR� D� FHUWDLQ� GHJUHH��:KHQ� WKHLQGLFDWRUV�KDYH�D�ORZ�FRUUHODWLRQ��WKH\�FDQQRW�EH�UHSUHVHQWHG�E\�RQH�ODWHQW�YDULDEOH��,Q�WKHFDVH�RI� WKH�SROLF\�FRQVWUXFW��ZH�REVHUYHG�D�YHU\� ORZ�FRUUHODWLRQ�DPRQJ� WKH���YDULDEOHVWKDW�DUH�K\SRWKHVLVHG�WR�EH�WKH�SURSHU�LQGLFDWRUV��0RUHRYHU��RQH�IDFWRU�FRXOG�H[SODLQ�MXVW���� RI� WKH� YDULDQFH� LQ� WKH� LQGLFDWRUV�� D� UDWKHU� ZHDN� SRZHU� RI� H[SODQDWLRQ�� 6LQFH� ZHFDQQRW� UHSUHVHQW� DOO� WKH� LQGLFDWRUV� LQ� RQH� ODWHQW� YDULDEOH�� DQG� VLQFH� DOO� YDULDEOHV� DUHLPSRUWDQW� WR� PHDVXUH� WKH� SHUFHSWLRQV� RI� ,&7� SROLF\�� ZH� KDYH� GHFLGHG� WR� VSOLW� WKHHQGRJHQRXV� YDULDEOH� LQWR� �� VHSDUDWH� YDULDEOHV�� � 7KHUHIRUH�� LQVWHDG� RI� WHVWLQJ� MXVW� RQHPRGHO��ZH�ZLOO�WHVW���VHSDUDWH�PRGHOV��HDFK�PRGHO�ZLWK�D�GLIIHUHQW�SROLF\�YDULDEOH�3ROLF\��� �,QIOXHQFH�RI�PXQLFLSDOLW\�RQ�,&7�+RZ�PXFK�LQIOXHQFH�GRHV�WKH�PXQLFLSDOLW\�KDYH�ZLWK�UHJDUG�WR�WKH�DSSOLFDWLRQ�RI�,&7"�3ROLF\��� �5HOHYDQFH�RI�,&7�JRDOV�DQG�WRROV�7KH�QXPEHU�RI�DOO�WKH�³YHU\�PXFK´�DQG�³VWURQJO\�DJUHH´�DQVZHUV�WR�WKH����VWDWHPHQWV�UHJDUGLQJ�WKH�,&7�UHODWHG�JRDOV�DQG�WRROV�OLVW�3ROLF\��� �$ZDUHQHVV�DQG�NQRZOHGJH�RI�,&7�WRROV����PLQXV�WKH�QXPEHU�RI�'.�DQVZHUV�IRU�WKH�OLVWHG�,&7�WRROV�$IWHU�EXLOGLQJ�WKH�ODWHQW�FRQVWUXFWV�WKDW�UHSUHVHQW�WKH�SHUFHSWLRQV�RI�WKH�FLW\�DQG�,&7�DQG�GHFLGLQJ�DERXW�WKH�YDULDEOHV�WKDW�UHSUHVHQW� WKH�SROLF\�YDULDEOH�� WKH�QH[W�VHFWLRQ�ZLOOQRZ�SUHVHQW�WKH�VWUXFWXUDO�PRGHO�
����7KH�VWUXFWXUDO�PRGHO
7KH� VWUXFWXUDO� VHJPHQW� RI� WKH� /LVUHO� PRGHO� HVWLPDWHV� D� VHULHV� RI� VHSDUDWH�� EXWLQWHUGHSHQGHQW��PXOWLSOH�UHJUHVVLRQ�HTXDWLRQV�VLPXOWDQHRXVO\���6LQFH�WKHUH�DUH���VHSDUDWHHQGRJHQRXV�YDULDEOHV����YDULDEOHV�WKDW�LQGLFDWH�GLIIHUHQW�DVSHFWV�RI�WKH�SHUFHSWLRQ�RI�,&7SROLF\���ZH�ZLOO�KDYH���GLIIHUHQW�PRGHOV��ZKHUH� LQ�HDFK�PRGHO� WKHUH�ZLOO�EH�RQH�RI� WKHWKUHH� HQGRJHQRXV� YDULDEOHV�� )LJXUH� �� VKRZV� D� VFKHPDWLF� UHSUHVHQWDWLRQ� RI� WKH� RYHUDOO/LVUHO�PRGHO��ERWK�PHDVXUHPHQW�DQG�VWUXFWXUDO�FRPSRQHQWV���2Q�WKH�OHIW�KDQG�VLGH��WKHUHDUH����YDULDEOHV�WKDW�VHUYH�DV�LQGLFDWRUV�RI�WKH�ODWHQW�FRQVWUXFWV��,Q�WKH�FHQWUH��WKHUH�DUH��ODWHQW� FRQVWUXFWV� WKDW� ZHUH� HVWLPDWHG� WKURXJK� WKH� REVHUYHG� LQGLFDWRUV�� )LQDOO\�� RQ� WKHULJKW�KDQG�VLGH�RI�)LJXUH����WKHUH�LV���FRQVWUXFW�WKDW�UHSUHVHQWV�WKH�SROLF\�YDULDEOH��6LQFHWKHUH�DUH���GLIIHUHQW�SROLF\�LQGLFDWRUV��HDFK�LV�HVWLPDWHG�LQ�D�VHSDUDWH�PRGHO�
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��LQGLFDWRUV
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��LQGLFDWRUV

6SDWLDO�SUREOHPV
��LQGLFDWRUV

6RFLR�HFRQRPLF 3HUFHSWLRQV�RI�XUEDQ�,&7
��LQGLFDWRUV
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��LQGLFDWRUV
��0RGHO�HVWLPDWHV
�WKLV�VHFWLRQ��WKH�/LVUHO�PRGHO�LV�HVWLPDWHG��ZKLOH�WKH�UHVXOWV�ZLOO�EH�FULWLFDOO\�UHYLHZHG��WKH�PRGHO�ZH�KDYH�HVWLPDWHG�WKH�UHODWLRQVKLSV�EHWZHHQ�WKH���ODWHQW�YDULDEOHV�DQG�WKH��OLF\�YDULDEOHV��7DEOH���SUHVHQWV�WKH�HVWLPDWLRQV�RI�WKH���PRGHOV��ZKHUH�WKH�UHODWLRQVKLSV�HDFK�SROLF\�YDULDEOH��SROLF\��� WR�SROLF\����ZLWK� WKH� ODWHQW�YDULDEOHV�DUH�HVWLPDWHG�� ,QGLWLRQ�� VLQFH� LQ� HDFK�PRGHO� WKH� H[WUDFWHG� YDULDQFH� RI� WKH� ODWHQW� YDULDEOHV� LV� GLIIHUHQWH�/LVUHO�RSWLPLVHV�WKH�VWDWLVWLFDO�ILW�RI�WKH�PRGHO���WKH�H[WUDFWHG�YDULDQFHV�DUH�SUHVHQWHGWK�UHJDUG�WR�HDFK�PRGHO��7KH�UHVXOWV�ZLOO�QRZ�VXFFHVVLYHO\�EH�LQWHUSUHWHG
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([WUDFWHGYDULDQFH 6WUXFWXUDOUHODWLRQVKLSV�W�YDOXH�
([WUDFWHGYDULDQFH 6WUXFWXUDOUHODWLRQVKLSV�W�YDOXH�XVWULDO�IXQFWLRQ ��� ����������� ��� �������� ��� ���������DQ�IXQFWLRQV ��� ����������� ��� ����������� ��� ����������WLDO�SUREOHPV ��� ��������� ��� ��������� ��� ��������LR�HFRQRPLF�SUREOHPV ��� ��������� ��� ����������� ��� ��������HFWDWLRQV�IRU�WKH�IXWXUH ��� ����������� ��� ����������� ��� ����������HFWV�RI�,&7�RQ�XUEDQGV�DQG�WKH�PXQLFLSDOLW\ ��� ����������� ��� ����������� ��� �����������HIIHFW�RQ�VRFLDO�OLIH ��� ����������� ��� ����������� ��� ���������LQGH[HV 506($ ������1), �����&), �����505 �����*), �����3*),� �����5� ����
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$V�IRU�WKH�UHODWLRQVKLSV�EHWZHHQ�WKH�ODWHQW�YDULDEOHV�WKHPVHOYHV��7DEOH���SUHVHQWV�WKHFRUUHODWLRQ�EHWZHHQ�ODWHQW�FRQVWUXFWV��$V�WKH�WDEOH�VKRZV��WKH�UHODWLRQVKLSV�EHWZHHQ�WKH��ODWHQW�YDULDEOHV�DUH�DOO� VLJQLILFDQW�DW� ���� OHYHO��7KH� ODWHQW�YDULDEOH� WKDW� UHSUHVHQWV� VRFLR�HFRQRPLF�SUREOHP�KDV�QHJDWLYH�FRUUHODWLRQ�ZLWK�DOO�WKH�RWKHU�FRQVWUXFWV��7KHUHIRUH�KLJKGHJUHH�RI�VRFLR�HFRQRPLF�SUREOHPV�LV�DVVRFLDWHG�ZLWK�ORZ�GHJUHH�RI�LQGXVWULDO�IXQFWLRQV�JHQHUDO� IXQFWLRQV�� VSDWLDO� SUREOHPV�� DWWUDFWLYHQHVV� WUHQGV� DQG� DQWLFLSDWLRQ� IRU� PDMRULQIOXHQFHV�RI�,&7�
7DEOH����LQWHUUHODWLRQVKLSV�EHWZHHQ�WKH���ODWHQW�YDULDEOHV,QGXVWULDO )XQFWLRQV 3URBVSDWLDO 3URBVRFLDO 7UHQGV ,&7 ,&7BVRF,QGXVWULDO �)XQFWLRQV ��� �3URBVSDWLDO ��� ��� �3URBVRFLDO ���� ���� ���� �7UHQGV ��� ��� ��� ���� �,&7 ��� ��� ��� ���� ��� �,&7BVRF ��� ��� ��� ���� ��� ��� �

0RGHO����7KH�LQIOXHQFH�RI�WKH�PXQLFLSDOLW\�RQ�,&7�LQ�WKH�FLW\
7KH�ILUVW�PRGHO�HVWLPDWHV�WKH�UHODWLRQVKLSV�EHWZHHQ�WKH�SHUFHSWLRQV�RI�³FLW\´�DQG�³,&7´�DQG�WKH�ZD\�WKH�GHFLVLRQ�PDNHUV�SHUFHLYH�WKH�UROH�RI�WKH�PXQLFLSDOLW\�ZLWK�UHJDUG�WR�,&7DSSOLFDWLRQV�LQ�WKHLU�FLW\�2I� WKH� �� ODWHQW� YDULDEOHV�� �� KDYH� W�YDOXHV� VPDOOHU� WKDQ� ������ ³LQGXVWULDO� IXQFWLRQV´�³XUEDQ� IXQFWLRQV´�� ³VRFLR�HFRQRPLF� SUREOHPV´�� DQG� ³,&7� HIIHFWV� RQ� VRFLDO� OLIH´� �ERWK³LQGXVWULDO�IXQFWLRQ´�DQG�³,&7�VRFLDO�OLIH´�DUH�VLJQLILFDQW�DW�WKH�����OHYHO���7KH�RWKHU�WKUHHYDULDEOHV� DUH� VLJQLILFDQW� DW� OHDVW� DW� WKH� ���� OHYHO��7KH�5�� YDOXH� LPSOLHV� WKDW� ����RI� WKHYDULDQFH�LQ�WKH�SROLF\�YDULDEOH�LV�H[SODLQHG�E\�WKH���ODWHQW�FRQVWUXFWV��*LYHQ�WKH�FRPSOH[PRGHO�DQG�WKH�QDWXUH�RI�WKH�YDULDEOHV��ZH�PD\�EH�VDWLVILHG�ZLWK�WKH�H[SODQDWRU\�SRZHU�RIWKH�PRGHO�,Q�RUGHU�WR�LQWHUSUHW�WKH�PRGHO�HVWLPDWLRQV��RQH�VKRXOG�EHDU�LQ�PLQG�WKH�RUGHU�DQG�WKHVFDOH� RI� WKH� REVHUYHG� LQGLFDWLQJ� YDULDEOHV�� $OO� WKH� LQGLFDWRUV� YDULDEOHV� �WKH� H[RJHQRXVREVHUYHG�YDULDEOHV��UDQJH�IURP���WR����ZKHUH���PHDQV�³YHU\�PXFK´��³VWURQJO\�DJUHH´�RU³KLJK´�DQG���PHDQV�³QRW�DW�DOO´��³VWURQJO\�GLVDJUHH´�RU�³GHFUHDVH´��2Q�WKH�RWKHU�KDQG��IRUWKH�SROLF\�YDULDEOHV� �3ROLF\����3ROLF\���DQG�3ROLF\����D�KLJK�YDOXH�PHDQV� DQ� LPSRUWDQWUROH��KLJK�UHOHYDQFH�IRU�WKH�JRDOV�DQG�PHDVXUHV��DQG�VR�RQ��7KXV��QHJDWLYH�UHODWLRQVKLSVEHWZHHQ� WKH� H[RJHQRXV� YDULDEOHV� DQG� WKH� HQGRJHQRXV� RQHV� DFWXDOO\� UHIOHFW� SRVLWLYHUHODWLRQVKLSV��DQG�SRVLWLYH� UHODWLRQVKLSV�PHDQ� WKDW�ZKHQ� WKH�RQH�YDOXH� LV�KLJK� WKH�RWKHURQH�LV�ORZ�7KH�FRHIILFLHQW�RI� WKH� FRQVWUXFW� LQGXVWULDO� IXQFWLRQV VXJJHVWV� WKDW�ZKHQ� UHVSRQGHQWVSHUFHLYH�WKHLU�FLW\�DV�KDYLQJ�LQGXVWULDO�IXQFWLRQV��WKH\�WHQG�WR�VHH�PRUH�LQIOXHQFH�RI� WKHPXQLFLSDOLW\�RQ� ,&7� LQ� WKHLU�FLW\��5HVSRQGHQWV� WKDW�DWWDFK� D� ORZ� LQGXVWULDO� UROH� WR� WKHLUFLW\� WKLQN� WKDW� WKH� PXQLFLSDOLW\� KDV� D� ORZ� LQIOXHQFH� RQ� ,&7�� +RZHYHU�� DV� 7DEOH� �LQGLFDWHV��WKLV�UHODWLRQVKLS�LV�VLJQLILFDQW�MXVW�DW�WKH������OHYHO��$V�WR�RWKHU�XUEDQ�IXQFWLRQV�WKH� PRGHO� DOVR� LPSOLHV� QHJDWLYH� UHODWLRQVKLSV�� EXW� VLQFH� WKH� UHODWLRQVKLSV� DUH� QRWVLJQLILFDQW�WKH\�FDQQRW�EH�LQWHUSUHWHG�PHDQLQJIXOO\�



��
0RYLQJ�WR�WKH�QH[W�YDULDEOH��ZH�FDQ�VHH�WKDW�ZKHQ�UHVSRQGHQWV�VHH�WKHLU�FLW\�DV�KDYLQJVHYHUH� VSDWLDO� SUREOHPV�� WKH\� GR� QRW� WKLQN� WKDW� WKH�PXQLFLSDOLW\� KDV� DQ� LPSRUWDQW� UROHUHJDUGLQJ�,&7�LQ�WKHLU�FLW\��7KH�UHODWLRQVKLSV�EHWZHHQ�VRFLR�HFRQRPLF�SUREOHPV DQG�WKHPXQLFLSDOLW\¶V�UROH�DUH�VLPLODU�EXW�QRW�VLJQLILFDQW��$FFRUGLQJ�WR�0RGHO����D�KLJK�OHYHO�RIXUEDQ�SUREOHPV�LV�DVVRFLDWHG�ZLWK�D�OHVVHU�UROH�RI�WKH�PXQLFLSDOLW\��2QH�H[SODQDWLRQ�IRUVXFK� UHODWLRQVKLSV� FDQ� EH� WKDW�ZKHQ� D� GHFLVLRQ�PDNHU� WKLQNV� WKDW� WKH� FLW\� VXIIHUV� IURP³UHDO´�YLVLEOH�SUREOHPV��WKH�PXQLFLSDOLW\�LV�QRW�HQJDJHG�LQ�,&7�UHODWHG�SROLFHV�WKDW�PD\QRW� KDYH� DQ� LPPHGLDWH� DQG� GLUHFW� LQIOXHQFH� RQ� WKHVH� SUREOHPV�� � ,Q� WKH� FDVH� RI� VSDWLDOSUREOHPV�� WKLV�PDNHV� HYHQ�PRUH� VHQVH�� VLQFH� D� FLW\� WKDW� VXIIHUV� IURP� VXFK� SUREOHPV� LVH[SHFWHG� WR� FRQFHQWUDWH� RQ� SROLFLHV� WKDW� DUH� OLNHO\� WR� KDYH�PRUH� GLUHFW� HIIHFWV�� 2Q� WKHRWKHU� KDQG�� ZKHQ� GHFLVLRQ� PDNHUV� EHOLHYH� WKDW� WKHLU� FLW\� GRHV� QRW� VXIIHU� IURP� VHYHUHVSDWLDO�SUREOHPV�� WKH\�PD\�WKLQN�WKDW� WKH�PXQLFLSDOLW\� WDNHV� LQLWLDWLYHV� WKDW�PLWLJDWH� WKHIXWXUH�QHHGV�RI�WKH�FLW\�:KHQ�WKH�UHVSRQGHQWV�WKLQN�WKDW�WKH�SRVLWLYH�H[SHFWDWLRQV�IRU�WKH�IXWXUH DUH�OLNHO\�WRLQFUHDVH��WKH\�WHQG�WR�WKLQN�WKDW�WKH�PXQLFLSDOLW\�KDV�D�KLJK�LQIOXHQFH�RQ�,&7��%XW�ZKHQSRVLWLYH� WUHQGV� DUH� QRW� OLNHO\� WR� LQFUHDVH�� RU� DUH� HYHQ� H[SHFWHG� WR� GHFUHDVH�� WKHUHVSRQGHQWV� EHOLHYH� WKDW� WKH�PXQLFLSDOLW\� KDV� D� OHVV� LPSRUWDQW� UROH� LQ� DIIHFWLQJ� ,&7� LQWKHLU�FLW\�7KH�ZD\�WKH�UHVSRQGHQWV�SHUFHLYH�WKH�LQIOXHQFH�RI�,&7�RQ�WKH�FLW\�DQG�PXQLFLSDOLW\ LVVWURQJO\�FRUUHODWHG�ZLWK�ZD\�WKH\�SHUFHLYH�WKH�UROH�RI�WKH�PXQLFLSDOLW\�LQ�WKH� ,&7�ILHOG�:KHQ�WKH\�WKLQN�WKDW�,&7�KDV�D�VWURQJ�LQIOXHQFH�RQ�WKHVH�DVSHFWV��WKH\�WHQG�WR�DWWDFK�DQLPSRUWDQW�UROH�WR�WKH�PXQLFLSDOLW\��:KHQ�WKHVH�,&7�VHHP�WR�KDYH�OHVV�GUDPDWLF�HIIHFWV�RQWKH�FLW\��WKH�SHUFHLYHG�UROH�RI�WKH�PXQLFLSDOLW\�DOVR�GHFUHDVHV�7KH�ODVW�FRQVWUXFW��,&7�DQG�VRFLDO�OLIH��LV�DOVR�QHJDWLYHO\�UHODWHG�WR�WKH�SROLF\�YDULDEOH�7KH�PRGHO�VXJJHVWV� WKDW��ZKHQ�WKH�UHVSRQGHQWV�H[SHFW�SRVLWLYH�VRFLDO�HIIHFWV�IURP�,&7�WKH�UHVSRQGHQWV� WHQG� WR�VHH� WKH�PXQLFLSDOLW\�DV�KDYLQJ�D�KLJK� LQIOXHQFH�RQ� ,&7�LQ� WKHLUFLW\�

0RGHO����5HOHYDQFH�RI�,&7�JRDOV�DQG�WRROV
,Q�WKH�VHFRQG�PRGHO��WKH�SROLF\�LQGLFDWRU�LV�WKH�QXPEHU�RI�³YHU\�PXFK´�DQVZHUV�WR�WKH�OLVWRI� JRDOV� DQG� WRROV� WKDW�ZDV� JLYHQ� LQ� WKH� TXHVWLRQQDLUH��+HUH�� D� KLJK� YDOXH� RI� 3ROLF\� �PHDQV�WKDW� WKH�UHVSRQGHQW�FRQVLGHUV�PDQ\� ,&7�JRDOV�DQG� WRROV�DV� UHOHYDQW� WR� WKHLU�FLW\�ZKLOH�D�ORZ�YDOXH�PHDQV�WKDW�KH�RU�VKH�FRXOG�KDUGO\�ILQG�DQ\�,&7�WRROV�UHOHYDQW�WR�WKHLUFLW\�$SDUW� IURP� �� FRQVWUXFWV� �LQGXVWULDO� IXQFWLRQV� DQG� ,&7� HIIHFW� RQ� VRFLDO� OLIH��� DOO� WKHFRQVWUXFWV�DUH�VLJQLILFDQW�DW�WKH�����OHYHO��$FFRUGLQJ�WR�0RGHO����UHVSRQGHQWV�ZKR�WKLQNWKDW�WKHLU�FLW\�KDV�PDQ\�XUEDQ�IXQFWLRQV�DOVR�WHQG�WR�VHH�PDQ\�,&7�PHDVXUHV�DQG�JRDOV�DVUHOHYDQW�WR�WKHLU�FLW\��+HUH��WKH�SHUFHSWLRQ�RI�VWURQJ�IXQFWLRQV�RI�WKH�FLW\�FRUUHVSRQGV�ZLWKEHOLHIV�WKDW�,&7�FDQ�VHUYH�YDULRXV�XUEDQ�JRDOV��DQG�WKDW�WKHUH�DUH�PDQ\�UHOHYDQW�WRROV�WRDFKLHYH�LW���:KHQ�D�FLW\�LV�SHUFHLYHG�DV�KDYLQJ�OHVV�UHOHYDQW�IXQFWLRQV��OHVV�WRROV�VHHP�WREH�UHOHYDQW�$QRWKHU�LQWHUHVWLQJ�UHVXOW�RI�WKH�PRGHO�LV�WKH�GLVWLQFWLRQ�EHWZHHQ�VSDWLDO�SUREOHPV�DQGVRFLR�HFRQRPLF� SUREOHPV�� 2Q� WKH� RQH� KDQG�� ZKHQ� D� UHVSRQGHQW� WKLQNV� WKDW� VSDWLDOSUREOHPV�DUH�GRPLQDQW�LQ�KLV�KHU�FLW\��KH�VKH�WHQGV�WR�VHH�OHVV�UHOHYDQFH�LQ�,&7�PHDVXUHV�



��
2Q�WKH�RWKHU�KDQG��ZKHQ�VRFLR�HFRQRPLF�SUREOHPV�VHHP�WR�EH�UHOHYDQW��,&7�PHDVXUHV�DUHOLNHO\�WR�EH�UHOHYDQW�WR�WKH�FLW\�$V�LQ�0RGHO����WKH�YDULDEOHV�WKDW�UHSUHVHQW�RSLQLRQV�DERXW�,&7�FRUUHVSRQG�QHJDWLYHO\ZLWK�WKH�SROLF\�LQGLFDWRU��L�H��ZKHQ�WKH�UHVSRQGHQWV�WKLQN�WKDW�,&7�GRHV�LQGHHG�DIIHFW�WKHFLW\��LWV�DGPLQLVWUDWLRQ�DQG�VRFLHW\�DW�ODUJH��WKH\�DOVR�WKLQN�WKDW�PDQ\�,&7�PHDVXUHV�FDQEH�UHOHYDQW�WR�WKHLU�FLW\�
0RGHO����$ZDUHQHVV�RI�NQRZOHGJH�DQG�,&7�PHDVXUHV
,Q� WKH� ODVW�PRGHO�� WKH� HQGRJHQRXV�PRGHO� LV� ���PLQXV� WKH� QXPEHU� RI�'.� �GRQ¶W� NQRZ�DQVZHUV�WKDW�ZHUH�JLYHQ�WR�WKH�OLVW�RI�,&7�PHDVXUHV��7KLV�YDULDEOH�LV�VXSSRVHG�WR�LQGLFDWHWKH� DZDUHQHVV� DQG�NQRZOHGJH�RI� GLIIHUHQW� ,&7�PHDVXUHV��7KLV� YDULDEOH�� DORQJ�ZLWK� WKHSROLF\�YDULDEOH�LQ�0RGHO����HQDEOHV�XV�WR�JHW�D�PRUH�FRPSOHWH�SLFWXUH�DERXW�WKH�ZD\�WKHUHVSRQGHQWV� HYDOXDWH� DQG� DVVHVV� WKH� UHOHYDQFH� RI� GLIIHUHQW� ,&7�PHDVXUHV� IRU� WKHLU� FLW\�+HUH� DOVR�� D�KLJK� YDOXH�PHDQV� OHVV�'.� DQVZHUV�� DQG� WKXV� LPSOLHV� KLJKHU� DZDUHQHVV� RUNQRZOHGJH�DERXW�,&7�PHDVXUHV�DQG�JRDOV��$V�H[SHFWHG��WKH�FRUUHODWLRQ�EHWZHHQ�3ROLF\��DQG�3ROLF\���LV�SRVLWLYH��EXW�QRW�YHU\�KLJK��������7KXV�� WKHVH�WZR�PRGHOV�DUH�PHDVXULQJGLIIHUHQW� VLGHV�RI� WKH�ZD\�GHFLVLRQ�PDNHUV�SHUFHLYH� WKH� UHOHYDQFH�RI� ,&7� WRROV� WR� WKHLUFLW\��,Q�0RGHO����D�WRWDO�RI���RI�WKH�ODWHQW�FRQVWUXFWV�DUH�VLJQLILFDQW�DW�WKH�����OHYHO��DQGWKH�RWKHU�WZR�DUH�VLJQLILFDQW�DW�WKH�����OHYHO��7KH�PRGHO�H[SODLQV�����RI�WKH�YDULDQFH�LQ3ROLF\�� DQG�WKXV�WKH�YDVW�PDMRULW\�RI�WKH�YDULDQFH�LV�H[SODLQHG�E\�IDFWRUV�RWKHU�WKDQ�WKRVHLQ�WKH�PRGHO�&RPSDULQJ� WKH� UHVXOWV�RI�0RGHO���ZLWK� WKRVH�RI�0RGHO��� UDLVHV� D� IHZ�SRLQWV�ZRUWKPHQWLRQLQJ��0RGHO� �� VXJJHVWV� WKDW�ZKHQ� WKH� UHVSRQGHQWV� WKLQN� WKHUH� DUH� VHYHUH� VRFLR�HFRQRPLF� SUREOHPV� LQ� WKHLU� FLW\�� WKH\� WHQG� WR� KDYH� OHVV� DZDUHQHVV� RU� NQRZOHGJH� RIGLIIHUHQW� ,&7�PHDVXUHV�� +RZHYHU��0RGHO� �� VXJJHVWV� WKDW� ZKHQ� UHVSRQGHQWV� WKLQN� WKDWWKHLU�FLW\�LV�KDYLQJ�VHULRXV�VRFLR�HFRQRPLF�SUREOHPV��WKH\�WHQG�WR�SHUFHLYH�,&7�WRROV�DQGJRDOV�DV�PRUH�UHOHYDQW�WR�WKHLU�FLW\���2QH�SRVVLEOH�H[SODQDWLRQ�OLHV�LQ�WKH�VOLJKWO\�GLIIHUHQWFRPSRVLWLRQ� RI� WKH� WZR� SROLF\� YDULDEOHV�� $V� PHQWLRQHG� HDUOLHU�� WKH� YDULDEOH� 3ROLF\� �LQFOXGHV�� LQ�DGGLWLRQ� WR����GLIIHUHQW� ,&7�WRROV��DOVR���VWDWHPHQWV�DERXW� WKH� UHOHYDQFH�RI,&7�SROLF\�WR�DFKLHYH�JHQHUDO�XUEDQ�JRDOV��,Q�WKH�YDULDEOH�3ROLF\����WKHVH���JRDOV�DUH�QRWLQFOXGHG��PDLQO\�EHFDXVH�WKH�SHUFHQWDJH�RI�'.�DQVZHUV�ZDV�YHU\�ORZ���7KXV��WKH�3ROLF\��YDULDEOH�DFFRXQWV�VROHO\� IRU� WKH�DZDUHQHVV�RI� WRROV�� �$V�D�FRQVHTXHQFH�� LW� LV�SODXVLEOHWKDW��ZKHQ�WKH�UHVSRQGHQWV�SHUFHLYH�VHYHUH�VRFLR�HFRQRPLF�SUREOHPV��WKH\�WHQG�WR�WKLQNWKDW�PDQ\�,&7�UHODWHG�JRDOV�DUH�UHOHYDQW�WR�WKHLU�FLW\��DQG�WKDW�WKH\�DUH�OHVV�DZDUH�RI�WKHUHOHYDQW�WRROV�
���&RQFOXVLRQV
:KHQ� VWXG\LQJ� SROLF\� PDNLQJ� IURP� WKH� SHUVSHFWLYH� RI� WKH� LQGLYLGXDO� GHFLVLRQ� PDNHU�HPSLULFDO� UHVHDUFK� RIWHQ� WDNHV� D� FDVH�VWXG\� DSSURDFK� EDVHG� RQ� YDULRXV� GRFXPHQWV� DQGSXEOLFDWLRQV� DV�ZHOO� DV� LQ� GHSWK� LQWHUYLHZV�� 2XU� VWXG\� KDV� WDNHQ� D� GLIIHUHQW� DSSURDFK�PRUH� DQDO\WLFDOO\� RULHQWHG�� DQG� KDV� PDGH� DQ� HIIRUW� WR� DGRSW� TXDQWLWDWLYH� PHWKRGV� WRLQYHVWLJDWH�WKH�SHUFHSWLRQV�DQG�YLHZV�RI�LQGLYLGXDO�GHFLVLRQ�PDNHUV��,QVWHDG�RI�IRFXVLQJRQ�SDUWLFXODU�GHFLVLRQ�PDNHUV��ZH�KDYH�WULHG�WR�LGHQWLI\�GHFLVLRQ�PDNHUV�WKURXJK�WKH�ZD\WKH\�SHUFHLYH�WKHLU�FLW\�DQG�WKHLU�EHOLHIV�DERXW� ,&7�� �7KH�SUHVHQW�VWXG\�IRXQG�WKDW� WKHUH
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DUH� UHODWLRQVKLSV� EHWZHHQ� WKHVH� WZR� DVSHFWV� DQG� WKH�ZD\� WKH� GHFLVLRQ�PDNHUV� SHUFHLYH,&7�SROLF\��8QGHUVWDQGLQJ�WKHVH�SHUFHSWLRQV�PD\�KHOS�XV�WR�HYDOXDWH�WKH�FKDQFHV�WKDW�DGHFLVLRQ�PDNHU�ZLOO�EH� LQYROYHG� LQ� ,&7�UHODWHG�SROLFLHV� LQ�KLV�FLW\�DQG�� WR�VRPH�H[WHQW�WKH�W\SH�RI�SROLF\�WKDW�LV�H[SHFWHG�WR�EH�DGRSWHG��7KH�VWDWLVWLFDO�PRGHOV�WKDW�ZHUH�EDVHGRQ� WKH� ODUJH� GDWDEDVH� DOORZHG� XV� WR� JHW� D� JHQHUDO� SLFWXUH� RI� WKH� OLNHO\� UHODWLRQVKLSVEHWZHHQ�WKH�WKUHH�PRVW�SURPLQHQW�DVSHFWV�WKDW�EHORQJ�WR�WKH�GHFLVLRQ�PDNHU¶V�FRJQLWLYHGRPDLQ�$OWKRXJK� SXEOLF� SROLF\� UHVHDUFK� LV� XVXDOO\� XQGHUWDNHQ�ZLWK� TXDOLWDWLYH� UHVHDUFKPHWKRGV��ZH� GHFLGHG� WR� FRQGXFW� UHVHDUFK� WKDW� LQYROYHV� VROLG� TXDQWLWDWLYH�PHWKRGV� DQG�PRUH� VSHFLILFDOO\�� PXOWLYDULDWH� DQDO\VLV�� 7KH� V\VWHPDWLF� DQG� VWDEOH� VWDWLVWLFDO� HVWLPDWHVWKDW�ZHUH�HVWDEOLVKHG�LQ�WKLV�VWXG\�VXJJHVW�WKDW�LW�LV�SRVVLEOH��ZLWK�WKH�DSSURSULDWH�GDWD��WRLQIHU� VWDWLVWLFDOO\� JHQHUDOLVHG� FRQFOXVLRQV� LQ� D� UDWKHU� FRPSOH[� UHVHDUFK� DUHD�� 7KHUHIRUH�DORQJVLGH� TXDOLWDWLYH� UHVHDUFK� WKDW� FDQ� SURYLGH� D� SURIRXQG� LQVLJKW� LQWR� D� FRPSOLFDWHGSKHQRPHQRQ��RXU�UHVHDUFK�RIIHUV�D�TXDQWLWDWLYH�DSSURDFK�WKDW�HQDEOHV�VXFK�LQVLJKWV�WR�EHWHVWHG�VWDWLVWLFDOO\��7KH�PRGHO� WHVWHG� WKH� UHODWLRQVKLSV�EHWZHHQ� WKH� ODWHQW�FRQVWUXFWV� WKDWUHSUHVHQW�WKH�SHUFHSWLRQ�RI�WKH�FLW\�DQG�WKH�ODWHQW�FRQVWUXFWV� WKDW�UHSUHVHQW�EHOLHIV�DERXWDQG� DWWLWXGHV� WRZDUGV� ,&7� DQG� WKH� SHUFHSWLRQV� RI� ,&7� SROLF\�� $V� WKH� PRGHO� HVWLPDWHVVKRZ�� WKHUH� DUH� VLJQLILFDQW� UHODWLRQVKLSV� EHWZHHQ� VRPH� RI� WKH� ODWHQW� FRQVWUXFWV� DQG� WKHSROLF\�YDULDEOH�7KH�ODWHQW�YDULDEOH�WKDW�UHSUHVHQWV�WKH�LQGXVWULDO�IXQFWLRQV RI�WKH�FLW\�DSSHDUV�WR�KDYHLQVLJQLILFDQW�UHODWLRQVKLSV�ZLWK�DOO���YDULDEOHV�WKDW�UHSUHVHQW�XUEDQ�SROLF\��+RZHYHU�� WKHODWHQW�YDULDEOH� WKDW�UHSUHVHQWV�YDULRXV�FODVVLF�XUEDQ�IXQFWLRQV KDV�D�VLJQLILFDQW�HIIHFW�RQWKH� SHUFHSWLRQV� RI� ,&7� SROLF\� DV� UHSUHVHQWHG� E\� 3ROLF\� �� �UHOHYDQFH� RI� ,&7� JRDOV� DQGWRROV�� DQG� 3ROLF\� �� �DZDUHQHVV� DQG� NQRZOHGJH� RI� ,&7� WRROV��� ,Q� ERWK� FDVHV�� WKH�PRUHXUEDQ�IXQFWLRQV�DUH�SHUFHLYHG�DV�UHOHYDQW��WKH�PRUH�XUEDQ�,&7�SROLF\�LV�FRQVLGHUHG�WR�EHUHOHYDQW�� DQG� WKH�PXQLFLSDOLW\� LV� FRQVLGHUHG� WR� EH� HIIHFWLYH�� 7KH� ODWHQW� YDULDEOH�VSDWLDOSUREOHPV RI�WKH�FLW\�KDV��LQ�PRVW�RI�WKH�FDVHV��VLJQLILFDQW�SRVLWLYH�UHODWLRQVKLSV�ZLWK�WKHSROLF\�YDULDEOHV�� ,Q� DOO� SROLF\�YDULDEOHV� WKH�PRUH� WKHUH� DUH� VHYHUH� VSDWLDO� SUREOHPV�� WKHOHVV�,&7�SROLFLHV�DUH�FRQVLGHUHG�UHOHYDQW��$QDORJRXVO\�WKH�PXQLFLSDOLW\�KDV�D�OHVVHU�UROH�DQG� WKH� DZDUHQHVV� RI� ,&7�PHDVXUHV� LV� ORZHU�� 7KH� UHODWLRQVKLSV� EHWZHHQ� WKH� FRQVWUXFWVRFLR�HFRQRPLF�SUREOHPV DQG� WKH�3ROLF\���YDULDEOHV�DUH� VLJQLILFDQW� DQG�QHJDWLYH��ZKLOHZLWK� WKH�3ROLF\���YDULDEOH� WKH\�DUH�VLJQLILFDQW�DQG�SRVLWLYH��7KHUHIRUH�� DFFRUGLQJ� WR� WKHPRGHO�� WKH�PRUH�VRFLR�HFRQRPLF�SUREOHPV�DUH�SHUFHLYHG�� WKH�PRUH� ,&7�JRDOV�DQG� WRROVDUH�UHJDUGHG�DV�YHU\�UHOHYDQW�WR�WKH�FLW\��+RZHYHU��DFFRUGLQJ�WR�WKH�PRGHO��PRUH�VRFLR�HFRQRPLF�SUREOHPV�DUH�DVVRFLDWHG�ZLWK�D�ORZ�GHJUHH�RI�DZDUHQHVV�RI�YDULRXV�,&7�WRROV�7KH� ILIWK� FRQVWUXFW� WKDW� UHSUHVHQWV� WKH� SHUFHSWLRQV� RI� WKH� FLW\�� H[SHFWDWLRQV� RI� IXWXUHWUHQGV��DOVR�KDV�VLJQLILFDQW�UHODWLRQVKLSV�ZLWK�WKH�SROLF\�YDULDEOH��7KH�UHODWLRQVKLSV�ZLWKDOO���SROLF\�YDULDEOHV�DUH�QHJDWLYH�7KH� WZR� FRQVWUXFWV� WKDW� UHSUHVHQW� WKH� EHOLHIV� DERXW� DQG� DWWLWXGHV� WRZDUGV� ,&7� �WKHVL[WK� DQG� WKH� VHYHQWK� ODWHQW� YDULDEOHV�� KDYH� VLJQLILFDQW� UHODWLRQVKLSV� ZLWK� PRVW� RI� WKHSROLF\�YDULDEOHV��7KH�ZD\�UHVSRQGHQWV�SHUFHLYH�WKH�LQIOXHQFHV�RI�,&7�RQ�XUEDQ�WUHQGV�DQGWKH�FLW\�DGPLQLVWUDWLRQ LV�VLJQLILFDQWO\�QHJDWLYH��7KHUHIRUH��WKH�PRUH�WKH\�SHUFHLYH�,&7�DVHIIHFWLYH��WKH�PRUH�WKH\�WKLQN�WKDW�WKH�PXQLFLSDOLW\�KDV�D�KLJK�LQIOXHQFH�RQ�,&7��WKDW�WKHSULYDWH�VHFWRU�LV�DIIHFWHG�E\�PXQLFLSDO�,&7�DFWLYLWLHV�DQG�WKDW�WKHUH�DUH�PDQ\�UHOHYDQW�,&7JRDOV�DQG�WRROV�
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7KH� RWKHU� ,&7� FRQVWUXFW� ,&7� HIIHFWV� RQ� VRFLDO� OLIH DSSHDUV� WR� KDYH� QR� VLJQLILFDQWUHODWLRQVKLSV�ZLWK�WKH�SROLF\�YDULDEOHV�$V�WKH�5�V�RI�WKH�WKUHH�PRGHOV�LQGLFDWH��WKH�H[SODQDWRU\�SRZHU�RI�WKHVH�FRQVWUXFWV�LVUDWKHU�VDWLVIDFWRU\��7KH�PRGHO�ZLWK�WKH�KLJKHVW�5� LV�0RGHO����ZKLFK�H[SODLQV�WKH�H[WHQWWR�ZKLFK� WKH� UHVSRQGHQWV� DVVHVV� ,&7�JRDOV� DQG� WRROV� DV� YHU\� UHOHYDQW��ZKHUH�5�� HTXDOV�����%HDULQJ�LQ�PLQG�WKH�W\SH�RI�GDWD� LQ� WKH�DQDO\VLV��0RGHO��� LV�FRQVLGHUHG�WR�KDYH�DVDWLVIDFWRU\� SRZHU� RI� H[SODQDWLRQ�� $OVR� 0RGHO� �� VXSSOLHV� XV� ZLWK� D� UHDVRQDEOHH[SODQDWLRQ� RI� 3ROLF\� ��� WKH� LQIOXHQFH� RI� WKH�PXQLFLSDOLW\� RQ� ,&7� LQ� WKH� FLW\�� KHUH� 5�HTXDOV� ����� 7KH� WKLUG� PRGHO� KDV� OHVV� LPSUHVVLYH� 5�¶V�� DOWKRXJK� LQ� WKLV� PRGHO� WKHUHODWLRQVKLSV�EHWZHHQ�WKH�ODWHQW�FRQVWUXFWV�DQG�SROLF\�DUH�DOVR�VLJQLILFDQW�:H�PD\�FRQFOXGH�WKDW�NQRZOHGJH�RI�WKH�SHUFHSWLRQV�RI�D�FLW\�DQG�EHOLHIV�DERXW�,&7FRQWULEXWH� WR� WKH� H[SODQDWLRQ� RI� WKH� DVVHVVPHQWV� DQG� SHUFHSWLRQV� RI� XUEDQ� ,&7� SROLF\�3HUFHSWLRQV�RI�SROLF\�DSSHDU�WR�KDYH�D�IHZ�GLPHQVLRQV��DV�H[SUHVVHG�E\�WKH�WKUHH�3ROLF\YDULDEOHV��DQG�QRW�DOO�RI�WKHP�KDYH�WKH�VDPH�SDWWHUQ�RI�UHODWLRQVKLSV�ZLWK�WKH�VHYHQ�ODWHQWYDULDEOHV�WKDW�UHSUHVHQW�WKH�SHUFHLYHG�FLW\�DQG�EHOLHIV�DERXW�,&7��+RZHYHU��LQ�PRVW�RI�WKHFDVHV��ZH� GLG� ILQG� V\VWHPDWLF� DQG� VWDEOH� UHODWLRQVKLSV� EHWZHHQ� WKH� YDULDEOHV� WKDW� ZHUHHVWLPDWHG�
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