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5HODWLRQVKLS LQYHVWLQJ� /DUJH VKDUHKROGHU PRQLWRULQJ ZLWK

PDQDJHULDO FRRSHUDWLRQ

$EVWUDFW

:H FKDUDFWHUL]H FRQGLWLRQV XQGHU ZKLFK D ODUJH LQVWLWXWLRQDO VKDUHKROGHU DQG WKH PDQDJHU

RI D nUP ZLOO HVWDEOLVK UHODWLRQVKLS LQYHVWLQJ� ZKHUHLQ WKH PDQDJHU DFWLYHO\ FRRSHUDWHV ZLWK WKH

LQVWLWXWLRQ LQ WKH PRQLWRULQJ SURFHVV� WR UHVROYH DJHQF\ SUREOHPV� 7KH VHWWLQJ RI RXU PRGHO LV

WKDW RI D SULYDWHO\ LQIRUPHG PDQDJHU FKRRVLQJ EHWZHHQ D SURMHFW WKDW KDV D IDVWHU UHVROXWLRQ RI

XQFHUWDLQW\ DQG D SURMHFW WKDW KDV D GHOD\HG UHVROXWLRQ RI XQFHUWDLQW\� 7KH DJHQF\ SUREOHP DULVHV

EHFDXVH WKH PDQDJHU KDV LQFHQWLYHV WR IRFXV RQ WKH nUP
V SHUFHLYHG PDUNHW YDOXH� UDWKHU WKDQ LWV

WUXH ORQJ�WHUP YDOXH� WKURXJK KLV FRPSHQVDWLRQ FRQWUDFW DQG OHDGV WR LQYHVWPHQW GLVWRUWLRQV� :H

VKRZ WKDW UHODWLRQVKLS LQYHVWLQJ VROYHV WKH DJHQF\ SUREOHP DQG UHGXFHV WKH IUHH�ULGLQJ SUREOHP

DVVRFLDWHG ZLWK ODUJH VKDUHKROGHU PRQLWRULQJ� :H DOVR VKRZ WKDW XQGHU VRPH FRQGLWLRQV LW LV

RSWLPDO IRU VKDUHKROGHUV WR PDNH WKH PDQDJHU
V FRPSHQVDWLRQ PRUH GLVWRUWLRQDU\ E\ LQFUHDVLQJ

WKH PDQDJHU
V LQFHQWLYHV WR IRFXV RQ WKH nUP
V SHUFHLYHG PDUNHW YDOXH� LQ RUGHU WR LQGXFH KLP

WR FRRSHUDWH LQ WKH PRQLWRULQJ SURFHVV�



� ,QWURGXFWLRQ

,QVWLWXWLRQDO LQYHVWRUV FRQWURO RYHU � WULOOLRQ LQYHVWPHQW GROODUV DQG RZQ QHDUO\ ��� RI WKH HTXLW\

LQ WKH PDUNHW� 7KHLU ODUJH HTXLW\ KROGLQJV LQFUHDVLQJO\ PDNH WKHP RQH RI WKH ODUJHU VKDUHKROGHUV

RI D nUP ^ IRU H[DPSOH� )LGHOLW\ 0DQDJHPHQW DQG 5HVHDUFK &RUSRUDWLRQ KDG �� RZQHUVKLS LQ ���

nUPV LQ ����� LQ ��� nUPV LQ ����� DQG LQ ��� nUPV LQ ����� DV UHSRUWHG E\ &RPSDFW 'LVFORVXUH�

6XFK ODUJH DQG VWDEOH KROGLQJV JLYH LQVWLWXWLRQV LQFHQWLYHV WR PRQLWRU nUP PDQDJHPHQW DV KDV EHHQ

GRFXPHQWHG E\ &DUOHWRQ� 1HOVRQ� DQG :HLVEDFK ������� &KLGDPEDUDQ DQG :RLGWNH ������� 2SOHU

DQG 6RNRELQ ������� DQG 6PLWK ������� $QHFGRWDO HYLGHQFH DOVR VXJJHVWV WKDW PDQDJHUV DFWLYHO\

FRRSHUDWH ZLWK LQVWLWXWLRQV LQ WKH PRQLWRULQJ SURFHVV� ,W LV URXWLQH IRU &(2V DQG VHQLRU PDQDJHPHQW

WR PHHW ZLWK DQDO\VWV DQG LQVWLWXWLRQDO LQYHVWRUV DQG RWKHUZLVH LQYHVW VXEVWDQWLDO WLPH� HmRUW� DQG

UHVRXUFHV LQ RUGHU WR UHGXFH WKH IULFWLRQV WR PRQLWRULQJ �VHH $SSHQGL[ $ IRU GHWDLOV�� ,Q WKLV SDSHU�

ZH GHYHORS D WKHRUHWLFDO PRGHO WR LQYHVWLJDWH WKH FRQGLWLRQV XQGHU ZKLFK LW LV RSWLPDO IRU PDQDJHUV

WR DFWLYHO\ FRRSHUDWH ZLWK ODUJH LQVWLWXWLRQDO VKDUHKROGHUV DQG IDFLOLWDWH WKH PRQLWRULQJ RI WKH nUP�

7KH DFWLYH FRRSHUDWLRQ E\ PDQDJHPHQW LQ WKH PRQLWRULQJ SURFHVV LV WKH FHQWUDO DVSHFW RI ZKDW

ZH GHnQH DV UHODWLRQVKLS LQYHVWLQJ� 3UHYLRXV UHVHDUFKHUV KDYH GRFXPHQWHG VXFK LQWHUDFWLRQV EHWZHHQ

LQVWLWXWLRQDO LQYHVWRUV DQG PDQDJHUV� &DUOHWRQ� 1HOVRQ� DQG :HLVEDFK ������ DQDO\]H FRUUHVSRQ�

GHQFH EHWZHHQ 7,$$�&5() DQG �� nUPV DQG VKRZ WKDW PDQDJHPHQW DQG LQVWLWXWLRQDO VKDUHKROGHUV

HQJDJH LQ D FRQWLQXRXV GLDORJ DQG� LQ RYHU ��� RI WKH FDVHV� PDQDJHPHQW YROXQWDULO\ UHVSRQGV WR

WKH FRQFHUQV RI LWV LQVWLWXWLRQDO VKDUHKROGHU� 2SOHU DQG 6RNRELQ ������ QRWH WKH DEVHQFH RI FRQ�

IURQWDWLRQV EHWZHHQ LQVWLWXWLRQV DQG WKH PDQDJHPHQW RI nUPV RQ WKH IRFXV OLVW RI WKH &RXQFLO RI

,QVWLWXWLRQDO ,QYHVWRUV DQG FRQFOXGH WKDW LW LV HYLGHQFH RI D UHODWLRQVKLS EHWZHHQ PDQDJHUV DQG WKH

LQVWLWXWLRQDO VKDUHKROGHUV� 3RXQG ������ KDV DOVR HPSKDVL]HG WKH YROXQWDU\ QDWXUH RI UHODWLRQVKLS

LQYHVWLQJ LQ DUJXLQJ IRU LQFUHDVHG LQVWLWXWLRQDO LQYROYHPHQW LQ FRUSRUDWH JRYHUQDQFH�

7KHRUHWLFDO UHVHDUFK� KRZHYHU� KDV QRW IXOO\ H[SORUHG WKH UROH RI WKH PDQDJHU DQG KDV IRFXVHG

PDLQO\ RQ WKH RSWLPDOLW\ RI FRVWO\ PRQLWRULQJ E\ D ODUJH VKDUHKROGHU �VHH 6KOHLIHU DQG 9LVKQ\

������� $GPDWL� 3oHLGHUHU� DQG =HFKQHU ������� .DKQ DQG :LQWRQ ������� DQG 0DXJ �������� :H

H[WHQG WKH UHVHDUFK E\ LQYHVWLJDWLQJ WKH UROH RI WKH PDQDJHU DQG WKH HmHFWV RI D JHQHUDOL]HG FRVW

VWUXFWXUH WKDW UHoHFWV WKH FRRSHUDWLRQ FRVWV LQFXUUHG E\ PDQDJHUV� 2XU FRVW VWUXFWXUH DVVXPHV WKDW

WKH PDQDJHU EHDUV D FRVW ZKHQ KH FRRSHUDWHV LQ WKH PRQLWRULQJ DQG WKDW PDQDJHULDO FRRSHUDWLRQ

UHGXFHV WKH LQVWLWXWLRQ
V PRQLWRULQJ FRVWV� :H VKRZ WKDW LQ HTXLOLEULXP� WKH PDQDJHU
V FRVWV DUH

�



SDVVHG RQ WR DOO WKH VKDUHKROGHUV RI WKH nUP DQG� XQOLNH WKH WUDGLWLRQDO VFHQDULR� D SDUW RI WKH WRWDO

PRQLWRULQJ FRVWV DUH ERUQH SDUWO\ E\ RWKHU VKDUHKROGHUV� 7KLV UHVXOWV LQ D UHGXFWLRQ RI WKH IUHH�ULGHU

SUREOHP DVVRFLDWHG ZLWK PRQLWRULQJ DQG LQFUHDVHV WKH LQFLGHQFH RI ODUJH VKDUHKROGHU PRQLWRULQJ�

:H GHULYH UHVXOWV IRU DQ DJHQF\ SUREOHP WKDW DULVHV ZKHQ WKH PDQDJHU LV JLYHQ LQFHQWLYHV

WR IRFXV RQ WKH nUP
V SHUFHLYHG PDUNHW YDOXH� UDWKHU WKDQ LWV WUXH ORQJ�WHUP YDOXH� WKURXJK KLV

FRPSHQVDWLRQ FRQWUDFW� :H VKRZ WKDW UHODWLRQVKLS LQYHVWLQJ LV RSWLPDO ZKHQ WKH DJHQF\ SUREOHP

LV KLJK ^ VKDUHKROGHUV DQG PDQDJHUV ZLOO QRW LQFXU WKH FRVWV ZKHQ WKH DJHQF\ SUREOHP LV ORZ� $Q

LQWHUHVWLQJ UHVXOW LV WKDW� XQGHU VRPH FRQGLWLRQV� VKDUHKROGHUV ZLOO FKRRVH D FRPSHQVDWLRQ FRQWUDFW

WKDW LQFUHDVHV WKH SRWHQWLDO DJHQF\ SUREOHP� 6XFK D FRPSHQVDWLRQ FRQWUDFW LQFUHDVHV WKH FRVW WR

WKH PDQDJHU LI KH GRHV QRW FRRSHUDWH ZLWK WKH LQVWLWXWLRQ DQG WKHUHE\ LQGXFHV KLP WR HVWDEOLVK

UHODWLRQVKLS LQYHVWLQJ�

7KH VHWWLQJ RI RXU PRGHO LV WKDW RI D SULYDWHO\ LQIRUPHG PDQDJHU FKRRVLQJ EHWZHHQ D SURMHFW

ZLWK D IDVW UHVROXWLRQ RI XQFHUWDLQW\ DQG D SURMHFW ZLWK D GHOD\HG UHVROXWLRQ RI XQFHUWDLQW\� :H UHIHU

WR WKH SURMHFW ZLWK WKH IDVWHU UHVROXWLRQ RI XQFHUWDLQW\ DV WKH VKRUW�WHUP SURMHFW DQG WKH SURMHFW

ZLWK WKH GHOD\HG UHVROXWLRQ RI XQFHUWDLQW\ DV WKH ORQJ�WHUP SURMHFW� 6KDUHKROGHUV ZLOO YDOXH WKH

nUP DW LWV WUXH YDOXH LI WKH PDQDJHU FKRRVHV WKH VKRUW�WHUP SURMHFW� EXW ZLOO YDOXH WKH nUP DW LWV

FRQGLWLRQDO H[SHFWHG YDOXH LI KH FKRRVHV WKH ORQJ�WHUP SURMHFW� 7KH DJHQF\ SUREOHP DULVHV EHFDXVH

WKH PDQDJHU FKRRVHV WKH LQYHVWPHQW WKDW PD[LPL]HV KLV FRPSHQVDWLRQ DQG GHYLDWHV IURP WKH IXOO

LQIRUPDWLRQ LQYHVWPHQW SROLF\� 7KH GLmHUHQFH LQ LQIRUPDWLRQ UHVROXWLRQ JLYHV ULVH WR WZR W\SHV RI

LQYHVWPHQW GLVWRUWLRQV � D� P\RSLD� ZKHUH WKH PDQDJHU XQGHULQYHVWV LQ WKH ORQJ�WHUP SURMHFW ZKHQ

WKH VKRUW�WHUP SURMHFW LV YHU\ JRRG� EHQHnWLQJ IURP WKH HDUO\ UHYHODWLRQ RI SULYDWH LQIRUPDWLRQ��

DQG E� K\SHURSLD� ZKHUH WKH PDQDJHU RYHULQYHVWV LQ WKH ORQJ�WHUP SURMHFW WR DYRLG UHYHDOLQJ D EDG

VKRUW�WHUP SURMHFW�

,Q RXU IUDPHZRUN� PRQLWRULQJ UHVROYHV WKH DJHQF\ SUREOHP FDXVHG E\ LQFRPSOHWH FRQWUDFWLQJ

DQG VHUYHV DV D PHFKDQLVP IRU WUDQVPLWWLQJ LQIRUPDWLRQ WR WKH PDUNHW� 7KH UROH RI WKH LQVWLWXWLRQDO

LQYHVWRU LV WR DFTXLUH WKH SULYDWH LQIRUPDWLRQ RI WKH PDQDJHU� DQG FUHGLEO\ FRQYH\ WKH LQIRUPDWLRQ

WR RWKHU VKDUHKROGHUV� 7KH LQVWLWXWLRQDO VKDUHKROGHU GRHV KDYH WR EH ZLOOLQJ WR KROG VKDUHV IRU D

SHULRG ORQJ HQRXJK IRU PDUNHW SULFHV WR LQFRUSRUDWH WKH PDQDJHU
V SULYDWH LQIRUPDWLRQ� ,QVWLWXWLRQDO

VKDUHKROGHUV
 nGXFLDU\ REOLJDWLRQV DUH XVXDOO\ ORQJ�WHUP� ZKLFK DOORZV WKHP WR FRQVLGHU D ORQJHU

LQYHVWPHQW KRUL]RQ�
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2XU PRGHO RI WKH ODUJH LQVWLWXWLRQDO LQYHVWRU LV GLmHUHQW IURP PRGHOV ZKHUH WKH ODUJH VKDUHKROGHU

LV ZLOOLQJ WR WDNH RYHU WKH nUP �VHH 6KOHLIHU DQG 9LVKQ\ ������� RU DFTXLUHV D EORFN RI VKDUHV WR JDUQHU

FRQWURO EHQHnWV �VHH %DUFOD\ DQG +ROGHUQHVV �������� $V GRFXPHQWHG E\ 5RH ������� LQVWLWXWLRQDO

LQYHVWRUV IDFH PDQ\ OHJDO UHVWULFWLRQV UHJDUGLQJ WKH DPRXQW RI HTXLW\ WKH\ FDQ RZQ LQ DQ\ RQH

FRPSDQ\� 7KH\ DUH� WKHUHIRUH� SUHYHQWHG IURP JDLQLQJ FRQWURO RI WKH nUP VLPSO\ E\ YLUWXH RI WKH

IDFW WKDW WKH\ DOORFDWH ZHDOWK DPRQJ D OLPLWHG VXSSO\ RI VWRFNV� 7KHLU UROH LV DOVR GLmHUHQW IURP

WKDW GLVFXVVHG E\ 0RQNV ������ DQG *RUGRQ DQG 3RXQG ������� ZKR DUJXH WKDW LQVWLWXWLRQV VKRXOG

WDNH ODUJH SRVLWLRQV LQ nUPV DQG JHW DFWLYHO\ LQYROYHG LQ FRUSRUDWH JRYHUQDQFH� 7KH LQVWLWXWLRQDO

LQYHVWRU ZH PRGHO WDNHV DQ LQWHUPHGLDWH DSSURDFK EHWZHHQ SDVVLYLW\ RQ WKH RQH HQG DQG FRQWURO RQ

WKH RWKHU DV WKRVH HQYLVDJHG E\ %ODFN �������

,Q WKH QH[W VHFWLRQ ZH VHW XS WKH EDVLF VWUXFWXUH RI WKH DV\PPHWULF LQIRUPDWLRQ PRGHO DQG

GLVFXVV WKH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW� 6HFWLRQ � GHVFULEHV WKH RSWLPDO LQYHVWPHQW SROLF\

XQGHU IXOO LQIRUPDWLRQ DQG WKH GLVWRUWLRQV WKDW DULVH LQ DQ DV\PPHWULF LQIRUPDWLRQ VHWWLQJ� :H WKHQ

GHVFULEH FRQGLWLRQV XQGHU ZKLFK UHODWLRQVKLS LQYHVWLQJ ZLOO EH HVWDEOLVKHG EHWZHHQ WKH nUP
V PDQ�

DJHU DQG WKH LQVWLWXWLRQDO VKDUHKROGHU� 6HFWLRQ � GLVFXVVHV WKH UROH RI WKH PDQDJHU
V FRPSHQVDWLRQ

FRQWUDFW DQG WKH PRQLWRULQJ FRVW VWUXFWXUH� 6HFWLRQ � SUHVHQWV D VXPPDU\ DQG RXU FRQFOXVLRQV�

� 7KH 0RGHO

7KH PRGHO FRQVLVWV RI DQ HQWUHSUHQHXU ZKR VHOOV KLV nUP WR LQYHVWRUV� D PDQDJHU ZKR LV DSSRLQWHG

WR PDNH LQYHVWPHQW GHFLVLRQV DQG PDQDJH WKH nUP� D ODUJH LQVWLWXWLRQDO VKDUHKROGHU� DQG DWRPLVWLF

LQYHVWRUV� :H DVVXPH WKH nUP LV DQ DOO HTXLW\ nUP LQ RUGHU WR IRFXV RQ WKH DJHQF\ UHODWLRQVKLS

EHWZHHQ VKDUHKROGHUV DQG WKH PDQDJHU� DQG FDSWXUH WKH SULQFLSDO LVVXHV DV VLPSO\ DV SRVVLEOH�

7KH PRGHO LV GHVFULEHG LQ WZR SDUWV� WKH nUVW SDUW GHVFULEHV WKH WLPH OLQH� WKH FKDUDFWHULVWLFV RI

WKH LQYHVWPHQW RSSRUWXQLWLHV DYDLODEOH WR WKH nUP� DQG WKH QDWXUH RI WKH LQIRUPDWLRQ DV\PPHWU\

EHWZHHQ WKH PDQDJHU DQG VKDUHKROGHUV RI WKH nUP� WKH VHFRQG SDUW GHVFULEHV WKH PDQDJHPHQW

FRPSHQVDWLRQ FRQWUDFW DQG WKH DJHQF\ SUREOHP�

�



��� 7KH WLPH OLQH DQG SURMHFW SDUDPHWHUV

)LJXUH � VKRZV WKH WLPH OLQH IRU RXU PRGHO ZKLFK KDV WKUHH SHULRGV DQG IRXU GDWHV� $W W  �� WKH

HQWUHSUHQHXU VHOOV DOO VKDUHV LQ WKH nUP WR LQYHVWRUV WKURXJK D :DOUDVLDQ DXFWLRQ DQG D PDQDJHU

LV DSSRLQWHG� $W W  �� WKH PDQDJHU PDNHV WKH LQYHVWPHQW� FKRRVLQJ EHWZHHQ WZR SRVLWLYH QHW

SUHVHQW YDOXH SURMHFWV DIWHU SULYDWHO\ REVHUYLQJ SURMHFW FKDUDFWHULVWLFV� $W W  �� WKH LQIRUPDWLRQ

DV\PPHWU\ LV UHVROYHG SDUWLDOO\� $W W  �� FDVK oRZV DUH UHDOL]HG DQG WKH nUP LV OLTXLGDWHG�

7KH UHVXOW RI WKH LQLWLDO DXFWLRQ LV VXFK WKDW WKH LQVWLWXWLRQ JHWV DQ m IUDFWLRQ RI WKH VKDUHV� DQG

DWRPLVWLF VKDUHKROGHUV KROG WKH UHPDLQLQJ ��b m� IUDFWLRQ� 7KH DXFWLRQ UDLVHV DQ DPRXQW JUHDWHU

WKDQ ,� WKH DPRXQW QHHGHG IRU LQYHVWLQJ LQ WKH SURMHFW� WKH GLmHUHQFH UHSUHVHQWLQJ D GLYLGHQG WR WKH

HQWUHSUHQHXU� 7KH HTXLOLEULXP PDUNHW YDOXH ZLOO LQFRUSRUDWH WKH LQVWLWXWLRQ
V RSWLPDO PRQLWRULQJ

GHFLVLRQ�

,PPHGLDWHO\ DIWHU WKH DXFWLRQ� WKH VKDUHKROGHUV FKRRVH D PDQDJHU WR PDNH WKH LQYHVWPHQW

GHFLVLRQ DQG PDQDJH WKH nUP� 7KH PDQDJHU UHFHLYHV DW D PLQLPXP WKH UHVHUYDWLRQ ZDJH� x: �

WKURXJK D FRPSHQVDWLRQ FRQWUDFW WKDW GHSHQGV RQ WKH PDUNHW YDOXH RI WKH nUP DQG RQ LWV WUXH

YDOXH� 7KH PDQDJHU
V REMHFWLYH LV WR PD[LPL]H H[SHFWHG FRPSHQVDWLRQ DQG KH ZLOO FKRRVH WKH

nUP
V LQYHVWPHQW DFFRUGLQJO\�

7KH nUP KDV WZR PXWXDOO\ H[FOXVLYH LQYHVWPHQW RSSRUWXQLWLHV� D VKRUW�WHUP SURMHFW DQG D ORQJ�

WHUP SURMHFW� /HW aS � >�� �@ EH WKH UDQGRP UHWXUQ RI WKH ORQJ�WHUP SURMHFW DQG aT � >�� �@ EH WKH
UDQGRP UHWXUQ RI WKH VKRUW�WHUP SURMHFW� ,I WKH PDQDJHU LQYHVWV LQ WKH ORQJ�WHUP SURMHFW ZLWK D

UHWXUQ S� WKH WHUPLQDO FDVK oRZV RI WKH nUP LV HTXDO WR �� � S�,� ,I WKH PDQDJHU LQYHVWV LQ WKH

VKRUW�WHUP SURMHFW ZLWK D UHWXUQ T� WKH WHUPLQDO FDVK oRZV RI WKH nUP LV HTXDO WR �� � T�,� :H

DVVXPH WKDW WKH SUREDELOLW\ GLVWULEXWLRQ IRU aS DQG aT DUH LQGHSHQGHQW DQG XQLIRUP GHQVLW\ IXQFWLRQV

RYHU WKH LQWHUYDO >�� �@�

,I WKH PDQDJHU LQYHVWV LQ WKH VKRUW�WHUP SURMHFW� WKH T WKDW KH REVHUYHV LV UHYHDOHG WR VKDUHKROG�

HUV DW W  �� 6KDUHKROGHUV WKHQ NQRZ WKH FRQGLWLRQDO WUXH YDOXH RI WKH nUP� ,I WKH PDQDJHU LQVWHDG

LQYHVWV LQ WKH ORQJ�WHUP SURMHFW� QR DGGLWLRQDO LQIRUPDWLRQ LV UHYHDOHG WR VKDUHKROGHUV DW W  ��

6LQFH WKH SUREDELOLW\ GLVWULEXWLRQ IRU aS DQG aT DUH LQGHSHQGHQW� VKDUHKROGHUV
 YDOXDWLRQ RI WKH nUP LV

FRQGLWLRQDO RQO\ RQ WKH FKRLFH RI WKH ORQJ�WHUP SURMHFW� 7KH GLmHUHQWLDO UHVROXWLRQ RI LQIRUPDWLRQ

EHWZHHQ WKH WZR SURMHFWV LV VLPLODU WR WKDW RI +LUVKOHLIHU DQG &KRUGLD ������ DQG 6WHLQ ������ ������

�



7KH UXOH WKDW WKH PDQDJHU IROORZV LQ FKRRVLQJ EHWZHHQ WKH WZR SURMHFWV� LV KLV LQYHVWPHQW SROLF\

DQG LV JHQHULFDOO\ GHQRWHG DV t�

��� 0DQDJHPHQW FRPSHQVDWLRQ FRQWUDFW DQG WKH DJHQF\ SUREOHP

:H DVVXPH WKDW WKH PDQDJHU LV ULVN QHXWUDO DQG UHTXLUHV D UHVHUYDWLRQ ZDJH� x: � WKDW LV GHWHUPLQHG

E\ FRPSHWLWLYH IRUFHV LQ WKH PDQDJHULDO ODERU PDUNHW� :H DOVR DVVXPH WKDW WKH PDQDJHU LV FRP�

SHQVDWHG WKURXJK D OLQHDU FRPSHQVDWLRQ FRQWUDFW VLPLODU WR WKDW XVHG LQ 5RVV������ DQG 0LOOHU DQG

5RFN������� 7KH FRPSHQVDWLRQ FRQWUDFW LV D IXQFWLRQ RI WKH nUP
V PDUNHW YDOXH DQG LWV WUXH YDOXH

DQG LV JLYHQ DV�

6�t� o�� o��  o�9 �t� o�� o�� � o�i�t� o�� o�� ���

ZKHUH 9 �t� o�� o�� GHQRWHV WKH H[SHFWHG PDUNHW YDOXH RI WKH nUP� i�t� o�� o�� GHQRWHV LWV WUXH

YDOXH FRQGLWLRQDO RQ WKH PDQDJHU
V SULYDWH LQIRUPDWLRQ DW W  �� o� LV WKH IUDFWLRQDO ZHLJKW RQ

9 �t� o�� o��� DQG o� LV WKH IUDFWLRQDO ZHLJKW RQ i�t� o�� o��� 7KH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW

JLYHQ LQ (TXDWLRQ ��� DERYH ZLOO EH GHQRWHG DV WKH FRPSHQVDWLRQ FRQWUDFW Io�� o�J LQ WKH UHPDLQGHU
RI WKH SDSHU�

7KH DJHQF\ SUREOHP DULVHV EHFDXVH WKH PDQDJHU KDV LQFHQWLYHV WR IRFXV RQ WKH nUP
V PDUNHW

YDOXH WKURXJK KLV FRPSHQVDWLRQ FRQWUDFW� +H ZLOO WDNH LQWR FRQVLGHUDWLRQ WKH HmHFW RI KLV LQYHVWPHQW

FKRLFH RQ ERWK WKH PDUNHW YDOXH RI WKH nUP DQG LWV WUXH YDOXH� +LV RSWLPDO LQYHVWPHQW SROLF\�

WKHUHIRUH� ZLOO QRW PD[LPL]H WKH nUP
V WUXH YDOXH�

7KH GHSHQGHQFH RI WKH PDQDJHU
V FRPSHQVDWLRQ RQ 9 �t� o�� o�� LV D UHGXFHG IRUP UHSUHVHQWDWLRQ

RI WKH PDQDJHU
V FRQFHUQ IRU WKH nUP
V PDUNHW YDOXH LQ SUDFWLFH� 0DQDJHUV FDUH DERXW WKH nUP
V

PDUNHW YDOXH IRU D YDULHW\ RI UHDVRQV� )LUVW� VRPH VKDUHKROGHUV RI WKH nUP FRXOG KDYH D VKRUWHU

LQYHVWPHQW KRUL]RQ IRU OLTXLGLW\ UHDVRQV� 7KH\ ZRXOG� WKHUHIRUH� OLNH WR LQFRUSRUDWH WHUPV LQ WKH

PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW WKDW JLYH KLP UHDVRQV WR FDUH DERXW LQWHUPHGLDWH PDUNHW YDOXH�

6HFRQG� LQYHVWRUV PD\ LQIHU D ORZ PDUNHW YDOXH WR EH D VLJQDO RI WKH PDQDJHU
V LQFRPSHWHQFH DQG

nUH WKH PDQDJHU� 7KLV ZLOO FDXVH WKH PDQDJHU WR ORVH SULYDWH FRQWURO EHQHnWV WLHG WR WKH MRE� 7KLUG�

DQ DFWLYH WDNHRYHU PDUNHW FRXOG SHQDOL]H WKH PDQDJHU IRU ORZ nUP YDOXH� HYHQ LI LW LV WHPSRUDU\�

$Q LQIRUPHG UDLGHU FRXOG WDNH RYHU D nUP PRUH HDVLO\ ZKHQ LW LV FKHDS DQG GLVSODFH WKH PDQDJHU�

7KH PDQDJHU ZLOO WKXV ZDQW WR PD[LPL]H WKH nUP
V PDUNHW YDOXH LQ RUGHU UHWDLQ KLV MRE�

�



7KH GHSHQGHQFH RI WKH PDQDJHU
V FRPSHQVDWLRQ RQ i�t� o�� o�� KDV DQ HmHFW WKDW LV VLPLODU

WR JLYLQJ KLP UHVWULFWHG HTXLW\� 5HVWULFWHG HTXLW\ KDV EHHQ VXJJHVWHG DV D PHFKDQLVP WR LPSRVH

PDUNHW GLVFLSOLQH RQ WKH PDQDJHU DQG DOLJQ KLV LQFHQWLYHV ZLWK WKDW RI WKH VKDUHKROGHU �VHH IRU

H[DPSOH $GPDWL DQG 3oHLGHUHU ������� '\EYLJ DQG =HQGHU ������� DQG -RKQ DQG -RKQ �������� :H

VKRZ� KRZHYHU� WKDW DV ORQJ DV WKH PDQDJHU LV FRQFHUQHG ZLWK D nUP
V PDUNHW YDOXH� VXFK UHVWULFWHG

HTXLW\ DORQH FDQQRW UHVROYH WKH DJHQF\ SUREOHP GHVFULEHG DERYH�

7KH OLQHDULW\ RI WKH FRPSHQVDWLRQ FRQWUDFW LV QRW DQ LPSRUWDQW UHVWULFWLRQ LQ RXU VHWWLQJ� ,Q

SDUWLFXODU� WKH OLQHDU IDPLO\ LQFOXGHV WKH RSWLPDO FRQWUDFW ZKLFK VROYHV WKH DJHQF\ SUREOHP� $V

VKRZQ ODWHU� D FRQWUDFW ZLWK o�  � LV VXFK DQ RSWLPDO FRQWUDFW� 7KH OLQHDULW\ RI WKH FRQWUDFW

KRZHYHU DOORZV XV WR FRQYHQLHQWO\ SDUDPHWHUL]H WKH OHYHO RI WKH DJHQF\ SUREOHP FDXVHG E\ LQFRPSOHWH

FRQWUDFWLQJ� )RU WKH YDULRXV UHDVRQV PHQWLRQHG DERYH� WKH EHVW DGPLVVLEOH FRQWUDFWV PD\ LQYROYH

D PLQLPXP YDOXH RI o� ZKLFK LV VWULFWO\ SRVLWLYH� 7KH OHYHO RI DJHQF\ SUREOHPV GXH WR LQFRPSOHWH

FRQWUDFWLQJ FDQ WKXV EH SDUDPHWHUL]HG E\ WKH PLQLPXP DGPLVVLEOH OHYHO RI o�� L�H� o
0LQ
� �! ���

$OWKRXJK ZH GHULYH WKH UHVXOWV IRU UHODWLRQVKLS LQYHVWLQJ IRU WKH VSHFLnF DJHQF\ SUREOHP GH�

VFULEHG DERYH� VLPLODU UHVXOWV ZRXOG DSSO\ WR D EURDG FODVV RI DJHQF\ SUREOHPV ZKHUH PRQLWRULQJ

E\ VKDUHKROGHUV LV EHQHnFLDO� )RU H[DPSOH� ZH FRXOG KDYH FKRVHQ DQ DJHQF\ SUREOHP DULVLQJ IURP

QRQ�FRQWUDFWLEOH FRQVXPSWLRQ RI SHUTXLVLWHV DV GHVFULEHG LQ -HQVHQ DQG 0HFNOLQJ ������� 2XU SD�

UDPHWHUL]DWLRQ SURYLGHV D FRQYHQLHQW ZD\ WR FDSWXUH WKH HmHFWV RI LQFRPSOHWH FRQWUDFWLQJ WKDW GULYHV

WKH DJHQF\ SUREOHP DV ZHOO DV WKH VKRUWFRPLQJV RI RWKHU FRUSRUDWH JRYHUQDQFH V\VWHPV LQ SODFH�

7KLV HQDEOHV XV WR IRFXV RQ UHVLGXDO DJHQF\ SUREOHPV ZKLFK DUH VROYHG E\ UHODWLRQVKLS LQYHVWLQJ LQ

RXU SDSHU�

� 2SWLPDO ,QYHVWPHQW 3ROLFLHV

,Q WKLV VHFWLRQ� ZH GHULYH WKH RSWLPDO LQYHVWPHQW SROLFLHV WKH PDQDJHU IROORZV XQGHU IXOO LQIRUPDWLRQ

DQG XQGHU DV\PPHWULF LQIRUPDWLRQ� :LWK IXOO LQIRUPDWLRQ� nUP YDOXH LV PD[LPL]HG LQGHSHQGHQW RI

WKH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW DQG VHUYHV DV WKH EHQFKPDUN� 2Q WKH RWKHU KDQG� WKH RSWLPDO

LQYHVWPHQW SROLF\ XQGHU DV\PPHWULF LQIRUPDWLRQ LV D IXQFWLRQ RI WKH WHUPV RI WKH FRPSHQVDWLRQ

FRQWUDFW� :H� WKHUHIRUH� VROYH IRU WKH RSWLPDO LQYHVWPHQW SROLF\ IRU D JLYHQ FRPSHQVDWLRQ FRQWUDFW

Io�� o�J� 7KLV DOORZV XV WR H[SUHVV nUP YDOXH XQGHU DV\PPHWULF LQIRUPDWLRQ DQG WKH GHYLDWLRQV

�



IURP WKH EHQFKPDUN IXOO LQIRUPDWLRQ YDOXH DV D IXQFWLRQ RI o� DQG o�� ,Q VXEVHTXHQW VHFWLRQV� ZH

XVH WKHVH UHVXOWV WR FRPSDUH WKH FRVWV DQG EHQHnWV RI UHODWLRQVKLS LQYHVWLQJ LQ WHUPV RI Io�� o�J DQG
GHWHUPLQH WKH RSWLPDO FRPSHQVDWLRQ FRQWUDFW IoRSW� � oRSW� J�

��� )XOO LQIRUPDWLRQ LQYHVWPHQW SROLF\

$V D EDVH FDVH� ZH VWHS DZD\ IURP WKH DJHQF\ SUREOHP DQG DQDO\]H WKH VLWXDWLRQ LQ D IXOO LQIRUPDWLRQ

VHWWLQJ ZKHUH VKDUHKROGHUV NQRZ S DQG T DQG FRPSOHWH FRQWUDFWLQJ LV IHDVLEOH�

3URSRVLWLRQ � � :KHQ VKDUHKROGHUV KDYH IXOO LQIRUPDWLRQ DERXW SURMHFW FKDUDFWHULVWLFV� WKH PDQDJHU

LPSOHPHQWV WKH IROORZLQJ LQYHVWPHQW SROLF\�

q ,I T ! S LQYHVW LQ WKH VKRUW�WHUP SURMHFW

q ,I S ! T LQYHVW LQ WKH ORQJ�WHUP SURMHFW

7KH LQYHVWPHQW SROLF\ DERYH ZLOO EH GHQRWHG DV tI �

3URRI� 6HH $SSHQGL[ %�

8QGHU IXOO LQIRUPDWLRQ WKH PDQDJHU PD[LPL]HV KLV FRPSHQVDWLRQ E\ LQYHVWLQJ VXFK WKDW WKH

WUXH YDOXH RI WKH nUP LV PD[LPL]HG� )LJXUH � LOOXVWUDWHV WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\

tI LQ �S� T� VSDFH� 7KH GLDJRQDO OLQH UHSUHVHQWV HTXDO YDOXHV RI S DQG T IRU ZKLFK WKH PDQDJHU LV

LQGLmHUHQW EHWZHHQ WKH WZR SURMHFWV� 7KH XSSHU OHIW WULDQJOH UHSUHVHQWV WKH UHJLRQ ZKHUH S ! T DQG

WKH PDQDJHU LQYHVWV LQ WKH ORQJ�WHUP SURMHFW� 7KH ORZHU ULJKW WULDQJOH UHSUHVHQWV WKH UHJLRQ ZKHUH

S � T DQG WKH PDQDJHU LQYHVWV LQ WKH VKRUW�WHUP SURMHFW�

&RUROODU\ �$� 8QGHU IXOO LQIRUPDWLRQ� WKH XQFRQGLWLRQDO H[SHFWHG YDOXH RI WKH nUP LV�

(>9 �tI � o�� o��@  �� �
�

�
�, ���

3URRI� 6HH $SSHQGL[ &�

7KH H[SHFWHG YDOXH RI WKH nUP XQGHU IXOO LQIRUPDWLRQ UHSUHVHQWV WKH PD[LPXP YDOXH WKDW FDQ

EH DWWDLQHG DQG LV WKH EHQFKPDUN� 7KH H[SHFWHG UHWXUQV IURP WKH VKRUW�WHUP SURMHFW DQG WKH

ORQJ�WHUP SURMHFW FRQGLWLRQDO RQ WKH PDQDJHU
V SURMHFW FKRLFH DUH LGHQWLFDO LQ D IXOO LQIRUPDWLRQ

VHWWLQJ� 7KH FRQGLWLRQDO nUP YDOXHV DUH� WKHUHIRUH� HTXDO�

�



&RUROODU\ �%� 8QGHU IXOO LQIRUPDWLRQ� WKH H[SHFWHG FRPSHQVDWLRQ IRU D PDQDJHU ZKR KDV D FRP�

SHQVDWLRQ FRQWUDFW Io�� o�J LV�

(>6�tI � o�� o��@  �o� � o���� �
�

�
�,  �o� � o��(>9 �t

I � o�� o��@ � o� ! � ���

3URRI� 6HH $SSHQGL[ '�

8QGHU IXOO LQIRUPDWLRQ� WKH PDQDJHU
V FRPSHQVDWLRQ LV D IXQFWLRQ RI WKH VXP �o� � o�� EXW GRHV

QRW GHSHQG RQ WKH UHODWLYH SURSRUWLRQV� 1RWH WKDW

&RUROODU\ �&� 8QGHU DV\PPHWULF LQIRUPDWLRQ� D PDQDJHPHQW FRQWUDFW ZLWK WKH IUDFWLRQDO ZHLJKW

RQ PDUNHW YDOXH RI WKH nUP HTXDO WR ]HUR� L�H� o�  �� LV WKH RSWLPDO OLQHDU FRPSHQVDWLRQ FRQWUDFW�

3URRI� ,I o�  �� DOO RI WKH PDQDJHU
V FRPSHQVDWLRQ LV GHWHUPLQHG E\ WKH nUP
V WUXH YDOXH� 7KLV

LV HTXLYDOHQW WR WKH IXOO LQIRUPDWLRQ VHWWLQJ LQ 3URSRVLWLRQ � DQG WKH PDQDJHU LPSOHPHQWV WKH IXOO

LQIRUPDWLRQ LQYHVWPHQW SROLF\ tI � :LWK o�  � LQ WKH FRPSHQVDWLRQ FRQWUDFW� LQFHQWLYHV RI WKH

PDQDJHU DQG VKDUHKROGHUV DUH SHUIHFWO\ DOLJQHG�

��� ,QYHVWPHQW XQGHU DV\PPHWULF LQIRUPDWLRQ

8QGHU DV\PPHWULF LQIRUPDWLRQ� WKH FULWLFDO LVVXH LV WKDW WKH PDUNHW YDOXH RI WKH nUP FDQ EH GLmHUHQW

IURP LWV WUXH YDOXH LI WKH PDQDJHU FKRRVHV WKH ORQJ�WHUP SURMHFW� 7KH GLVFUHSDQF\ EHWZHHQ WKH nUP
V

WUXH YDOXH DQG LWV FRQGLWLRQDO PDUNHW YDOXH FDXVHV WKH PDQDJHU WR GHYLDWH IURP WKH IXOO LQIRUPDWLRQ

LQYHVWPHQW SROLF\�

:H nUVW VROYH IRU WKH PDQDJHU
V LQYHVWPHQW VWUDWHJ\ JLYHQ WKH VKDUHKROGHUV
 YDOXDWLRQ RI WKH nUP

DW W  �� 2I FRXUVH� VKDUHKROGHUV
 YDOXDWLRQ RI WKH nUP DQWLFLSDWHV DQG LQFRUSRUDWHV WKH PDQDJHU
V

LQYHVWPHQW SROLF\� ,Q HTXLOLEULXP� VKDUHKROGHUV
 YDOXDWLRQ RI WKH nUP ZLOO EH FRQVLVWHQW ZLWK WKH

PDQDJHU
V RSWLPDO LQYHVWPHQW SROLF\�

3URSRVLWLRQ � � 8QGHU DV\PPHWULF LQIRUPDWLRQ DQG QR PRQLWRULQJ� WKH PDQDJHU ZKR KDV WKH FRP�

SHQVDWLRQ FRQWUDFW Io�� o�J� ZLOO PDNH WKH IROORZLQJ LQYHVWPHQW FKRLFHV DIWHU REVHUYLQJ S DQG T�

q ,I T ! ) �Se� S�� LQYHVW LQ WKH VKRUW�WHUP SURMHFW

q ,I T � ) �Se� S�� LQYHVW LQ WKH ORQJ�WHUP SURMHFW

�



ZKHUH� Se �JLYHQ E\ (TXDWLRQ ���� LQ $SSHQGL[ (� LV WKH H[SHFWHG UHWXUQ RQ WKH ORQJ�WHUP SURMHFW

FRQGLWLRQDO RQ WKH PDQDJHU FKRRVLQJ WKH ORQJ�WHUP SURMHFW� DQG ) �Se� S� LV�

) �Se� S�  
o�

�o� � o��
Se �

o�
�o� � o��

S ���

7KH LQYHVWPHQW SROLF\ DERYH ZLOO EH GHQRWHG DV te�

3URRI� 6HH $SSHQGL[ (�

$IWHU REVHUYLQJ S DQG T� WKH PDQDJHU SLFNV WKH SURMHFW WKDW ZLOO PD[LPL]H KLV FRPSHQVDWLRQ� +LV

GHFLVLRQ GHSHQGV RQ ) �Se� S�� ZKLFK LV D ZHLJKWHG DYHUDJH RI WKH PDUNHW
V SHUFHLYHG YDOXH RI WKH

ORQJ�WHUP SURMHFW� Se� DQG LWV WUXH YDOXH� S� ) �Se� S� UHoHFWV WKH LQFUHDVLQJ LPSRUWDQFH RI WKH

nUP
V SHUFHLYHG PDUNHW YDOXH LQ GHWHUPLQLQJ WKH PDQDJHU
V LQYHVWPHQW SROLF\ ZKHQ LWV ZHLJKW LQ

KLV FRPSHQVDWLRQ� o�
�o� � o��

� LV ODUJHU�

)LJXUH � LOOXVWUDWHV LQYHVWPHQW SROLF\ te LQ �S� T� VSDFH� )RU DOO S DQG T YDOXHV WR WKH OHIW RI

WKH VROLG OLQH UHSUHVHQWLQJ ) �Se� S�� WKH PDQDJHU LQYHVWV LQ WKH ORQJ�WHUP SURMHFW� :KHQ T � T��

T � ) �Se� S� IRU DOO YDOXHV RI S DQG WKH PDQDJHU LQYHVWV LQ WKH ORQJ�WHUP SURMHFW� :KHQ T ! T��

T ! ) �Se� S� IRU DOO YDOXHV RI S DQG WKH PDQDJHU LQYHVWV LQ WKH VKRUW�WHUP SURMHFW� (TXDWLRQ ����

DQG (TXDWLRQ ���� JLYH WKH YDOXHV RI T� DQG T� UHVSHFWLYHO\�

7KH VKDGHG DUHDV LQ WKH ORZHU OHIW DQG XSSHU ULJKW LQ )LJXUH � UHSUHVHQW YDOXHV RI �S� T� IRU ZKLFK

WKH PDQDJHU GHYLDWHV IURP WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\� )RU �S� T� YDOXHV LQ WKH ORZHU OHIW

DUHD� WKH PDQDJHU
V LQYHVWPHQW VWUDWHJ\ LV K\SHURSLF� L�H� KH RYHULQYHVWV LQ WKH ORQJ�WHUP SURMHFW�

7KLV UHJLRQ UHSUHVHQWV FDVHV IRU ZKLFK WKH PDQDJHU DYRLGV UHYHDOLQJ WKDW WKH nUP KDV UHODWLYHO\ EDG

SURMHFWV E\ FKRRVLQJ WKH ORQJ�WHUP SURMHFW� +H XVHV WKH IDFW WKDW VKDUHKROGHUV� ZKR GR QRW VKDUH

KLV LQIRUPDWLRQ� ZLOO YDOXH WKH ORQJ�WHUP SURMHFW DW LWV FRQGLWLRQDO H[SHFWHG YDOXH� )RU �S� T� YDOXHV

LQ WKH XSSHU ULJKW DUHD� WKH PDQDJHU
V LQYHVWPHQW VWUDWHJ\ LV P\RSLF� L�H� KH RYHULQYHVWV LQ WKH

VKRUW�WHUP SURMHFW� ,Q WKLV UHJLRQ� WKH ORQJ�WHUP SURMHFW LV EHWWHU WKDQ WKH VKRUW�WHUP SURMHFW� EXW

WKH VKDUHKROGHUV ZLOO RQO\ YDOXH WKH ORQJ�WHUP SURMHFW DW LWV ORZHU FRQGLWLRQDO YDOXH� 7KH PDQDJHU

FDQ JHW D KLJKHU PDUNHW YDOXH E\ FKRRVLQJ WKH VKRUW�WHUP SURMHFW HYHQ WKRXJK WKH ORQJ�WHUP SURMHFW

KDV KLJKHU H[SHFWHG UHWXUQ�

)URP )LJXUH �� WKH GHYLDWLRQV LQ WKH LQYHVWPHQW SROLF\ DUH ODUJHU ZKHQ T� LQFUHDVHV RU T�

GHFUHDVHV� )URP (TXDWLRQ ���� DQG (TXDWLRQ ����� WKHVH KDSSHQ ZKHQ o�
o��o�

LV KLJKHU� 7KXV� WKH

GHYLDWLRQV IURP WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\ DUH KLJKHU ZKHQ WKH IUDFWLRQDO ZHLJKW RQ WKH

�



nUP
V PDUNHW YDOXH LV KLJK� ,Q WKH H[WUHPH FDVH ZKHQ DOO WKH ZHLJKW LQ WKH PDQDJHU
V FRPSHQVDWLRQ

FRQWUDFW LV RQ WKH nUP
V PDUNHW YDOXH� L�H� o�  �� ) �S
e� S�  � � IURP (TXDWLRQ ���� LQ $SSHQGL[

( DQG (TXDWLRQ �� 7KH PDQDJHU WKXV LJQRUHV WKH WUXH YDOXH RI WKH ORQJ�WHUP SURMHFW LQ PDNLQJ KLV

LQYHVWPHQW GHFLVLRQ� 'HYLDWLRQV IURP WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\ DUH PD[LPL]HG LQ WKLV

FDVH� 2Q WKH RWKHU KDQG ZKHQ o�  �� ) �S
e� S�  S IURP (TXDWLRQ ���� DQG WKH LQYHVWPHQW SROLF\

te FROODSVHV WR WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\ DV ZDV DOVR VKRZQ LQ &RUROODU\ �&�

&RUROODU\ �$ � 8QGHU DV\PPHWULF LQIRUPDWLRQ DQG QR PRQLWRULQJ� WKH XQFRQGLWLRQDO H[SHFWHG YDOXH

RI WKH nUP XQGHU LQYHVWPHQW SROLF\ te� LV�
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3URRI� 6HH $SSHQGL[ )�

,W LV LPPHGLDWH IURP (TXDWLRQ ��� WKDW nUP YDOXH XQGHU LQIRUPDWLRQ DV\PPHWU\ LQFUHDVHV DV o�
o�

LQFUHDVHV� :KHQ WKH ZHLJKW RQ WKH PDUNHW YDOXH RI WKH nUP LQ WKH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW

LV UHODWLYHO\ KLJK� nUP YDOXH LV ORZ EHFDXVH LQYHVWPHQW GLVWRUWLRQV DUH KLJKHU�

&RUROODU\ �% � 8QGHU DV\PPHWULF LQIRUPDWLRQ DQG QR PRQLWRULQJ� WKH H[SHFWHG FRPSHQVDWLRQ IRU

D PDQDJHU ZKR KDV D FRPSHQVDWLRQ FRQWUDFW Io�� o�J LV�

(>6�te� o�� o��@  
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3URRI� 6HH $SSHQGL[ *�

1RWH WKDW (>6�te� o�� o��@  �o� � o�� (>9 �t
e� o�� o��@�

� 0RQLWRULQJ DQG &RRSHUDWLRQ

,Q WKLV VHFWLRQ� ZH GHULYH FRQGLWLRQV XQGHU ZKLFK UHODWLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG DVVXPLQJ

WKDW WKH PDQDJHU KDV D FRPSHQVDWLRQ FRQWUDFW Io�� o�J DQG XQGHU D JHQHUDOL]HG PRQLWRULQJ FRVW
VWUXFWXUH� :H nUVW GHWHUPLQH WKH LPSURYHPHQW LQ nUP YDOXH SRVVLEOH WKURXJK UHODWLRQVKLS LQYHVWLQJ

DQG H[SUHVV LW DV D IXQFWLRQ RI o� DQG o�� :H WKHQ FRPSDUH WKLV EHQHnW RI HVWDEOLVKLQJ UHODWLRQVKLS

LQYHVWLQJ ZLWK WKH FRVWV LQFXUUHG IRU ERWK WKH LQVWLWXWLRQDO LQYHVWRU DQG WKH PDQDJHU� :H XVH WKHVH

��



UHVXOWV WR GHWHUPLQH ZKHWKHU UHODWLRQVKLS LQYHVWLQJ LV RSWLPDO DQG VKRZ WKDW LW GHSHQGV RQ WKH OHYHO

RI WKH DJHQF\ SUREOHP DV SDUDPHWHUL]HG E\ o� DQG o�

��� 7KH EHQHnWV RI UHODWLRQVKLS LQYHVWLQJ

:LWKRXW PRQLWRULQJ� WKH PDQDJHU LPSOHPHQWV LQYHVWPHQW SROLF\ te DQG nUP YDOXH DV D IXQFWLRQ RI

WKH FRPSHQVDWLRQ FRQWUDFW Io�� o�J LV JLYHQ E\ (TXDWLRQ ���� 7KH HmHFW RI PRQLWRULQJ LV WR UHYHDO S
DQG T WR DOO VKDUHKROGHUV� 7KH PDQDJHU ZLOO WKHQ LPSOHPHQW WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\

tI DQG nUP YDOXH LV JLYHQ E\ (TXDWLRQ ����

/HW� 9'LII >o�� o�@  (>9 �tI � o�� o��@ b (>9 �te� o�� o��@ EH WKH LPSURYHPHQW LQ nUP YDOXH IURP

LPSOHPHQWLQJ LQYHVWPHQW SROLF\ tI LQVWHDG RI te� )URP (TXDWLRQ ���� nUP YDOXH (>9 �tI � o�� o��@ LV

LQGHSHQGHQW RI o�� (TXDWLRQ ��� JLYHV (>9 �t
e� o�� o��@� 7KHQ�
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9'LII >o�� o�@ LV D IXQFWLRQ RI WKH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW Io�� o�J� ,W LV GHFUHDVLQJ LQ o�
o�

DQG LV LQFUHDVLQJ LQ WKH VFDOH RI RSHUDWLRQV RI WKH nUP� , � 1RWH WKDW LW GHSHQGV RQO\ RQ WKH UDWLR RI

o� DQG o�� 7R GHWHUPLQH WKH RSWLPDOLW\ RI UHODWLRQVKLS LQYHVWLQJ� 9'LII >o�� o�@ KDV WR EH DGMXVWHG

IRU WKH GLmHUHQFH LQ WKH PDQDJHU
V ZDJH ZLWK DQG ZLWKRXW UHODWLRQVKLS LQYHVWLQJ DQG IRU WKH FRVWV

WKDW VKDUHKROGHUV DQG WKH PDQDJHU LQFXU�

/HW� 6'LII >o�� o�@  (>6�tI � o�� o��@b(>6�te� o�� o��@ EH WKH GLmHUHQFH LQ WKH PDQDJHU
V FRPSHQ�

VDWLRQ IURP LPSOHPHQWLQJ LQYHVWPHQW SROLF\ tI LQVWHDG RI te� )URP (TXDWLRQ ���DQG (TXDWLRQ ����

6'LII >o�� o�@  
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1RWH WKDW 6'LII >o�� o�@  �o� � o��9'LII >o�� o�@ w �� 7KDW LV� IRU D JLYHQ Io�� o�J� WKH PDQDJHU
V
FRPSHQVDWLRQ XQGHU IXOO LQIRUPDWLRQ LV KLJKHU WKDQ WKDW XQGHU DV\PPHWULF LQIRUPDWLRQ� UHoHFWLQJ

WKH LQYHVWPHQW GLVWRUWLRQV FDXVHG E\ WKH DJHQF\ SUREOHP�

��



��� 7KH 0RQLWRULQJ &RVW 6WUXFWXUH

:H DXJPHQW WKH FRQYHQWLRQDO FRVW VWUXFWXUH RI PRQLWRULQJ E\ ODUJH VKDUHKROGHUV E\ DOORZLQJ LW WR

GHSHQG RQ WKH SRVVLELOLW\ RI PDQDJHULDO FRRSHUDWLRQ� 7KH LQVWLWXWLRQ LQFXUV D PRQLWRULQJ FRVW &QF

ZKHQ LW PRQLWRUV WKH nUP ZLWKRXW WKH FRRSHUDWLRQ RI WKH PDQDJHU� 7KHVH FRVWV� IRU H[DPSOH� UHoHFW

WKH H[SHQVHV RI DQDO\VWV
 UHSRUWV DQG ZDJHV SDLG WR SHRSOH QHHGHG WR YHULI\ WKH PDQDJHU
V LQIRUPD�

WLRQ� 7KH PDQDJHU FDQ UHGXFH WKH LQVWLWXWLRQV PRQLWRULQJ FRVWV WR D ORZHU OHYHO FL E\ FRRSHUDWLQJ

LQ WKH PRQLWRULQJ SURFHVV� EXW KH LQFXUV D FRRSHUDWLRQ FRVW FP� )RU H[DPSOH� WKH PDQDJHU FDQ

SDUWLFLSDWH LQ LQGXVWU\ FRQIHUHQFHV DQG DJUHH WR RQH�RQ�RQH PHHWLQJV ZLWK VKDUHKROGHUV� PDNLQJ LW

HDV\ WR JDWKHU LQIRUPDWLRQ DERXW WKH nUP �VHH $SSHQGL[ $ IRU IXUWKHU GHWDLOV RQ WKH PHFKDQLVPV

PDQDJHUV XVH LQ SUDFWLFH WR SURYLGH LQIRUPDWLRQ WR LQVWLWXWLRQDO LQYHVWRUV�� FP UHSUHVHQWV WKH FRVWV

ERUQH E\ WKH PDQDJHU IRU WKHVH DFWLYLWLHV�

7KH HOHPHQWV RI WKH PRQLWRULQJ FRVW VWUXFWXUH� &QF� FL DQG FP� DUH WKH HpFLHQF\ SDUDPHWHUV RI

WKH PRQLWRULQJ HQYLURQPHQW� :H DVVXPH WKDW &QF w FL � FP�

��� 0DQDJHU
V GHFLVLRQ WR FRRSHUDWH

7KH PDQDJHU ZLOO FRRSHUDWH LI WKH EHQHnWV WR KLP RXWZHLJK WKH FRVWV KH ZLOO LQFXU�

3URSRVLWLRQ � � $ PDQDJHU ZKR KDV WKH FRPSHQVDWLRQ FRQWUDFW Io�� o�J DQG ZKR IDFHV FRRSHUDWLRQ

FRVWV FP� ZLOO FKRRVH WR FRRSHUDWH LQ WKH PRQLWRULQJ SURFHVV LI�

9'LII >o�� o�@ !
FP

o� � o�
���

7KH PDQDJHU
V H[SHFWHG FRPSHQVDWLRQ LI KH FRRSHUDWHV LV� (>6�tI � o�� o��@  x: � FP�

3URRI� 6HH $SSHQGL[ +�

&RRSHUDWLQJ LQ WKH PRQLWRULQJ SURFHVV EHQHnWV WKH PDQDJHU DV KH VKDUHV LQ WKH YDOXH JDLQV EURXJKW

DERXW E\ PRQLWRULQJ WKURXJK KLV FRPSHQVDWLRQ FRQWUDFW� )URP (TXDWLRQ ���� WKH GHFUHDVH LQ nUP

YDOXH GXH WR WKH GLVWRUWLRQV LQ LQYHVWPHQW SROLF\ LV ODUJH ZKHQ o� LV UHODWLYHO\ ODUJH� 7KHUHIRUH�

WKHUH LV PRUH WR EH JDLQHG E\ FRRSHUDWLQJ ZKHQ o� LV ODUJHU� $V H[SHFWHG� FRRSHUDWLRQ LV OHVV OLNHO\

ZKHQ WKH FRRSHUDWLRQ FRVW FP LV ODUJH� 8QGHU UHODWLRQVKLS LQYHVWLQJ� DV\PPHWULF LQIRUPDWLRQ LV

UHVROYHG DQG WKH PDQDJHU UHFHLYHV KLV UHVHUYDWLRQ ZDJH QHW RI FRRSHUDWLRQ FRVWV�

��



��� 7KH LQVWLWXWLRQ
V GHFLVLRQ WR PRQLWRU

:H nUVW HYDOXDWH WKH LQVWLWXWLRQ
V GHFLVLRQ WR PRQLWRU DVVXPLQJ WKDW LW LV RSWLPDO IRU WKH PDQDJHU

WR FRRSHUDWH� 7KH EHQHnWV RI PRQLWRULQJ WR WKH LQVWLWXWLRQ HTXDOV m WLPHV WKH LQFUHDVH LQ nUP YDOXH

GXH WR PRQLWRULQJ �UHFDOO WKDW m LV WKH IUDFWLRQ RI WKH nUP KHOG E\ WKH LQVWLWXWLRQ�� )LUP YDOXH ZLOO

EH UHGXFHG E\ WKH DPRXQW RI WKH PDQDJHU
V ZDJH� ZKLFK FDQ EH GLmHUHQW XQGHU WKH PRQLWRULQJ DQG

QR�PRQLWRULQJ VFHQDULRV� DQG ZH WDNH WKLV LQWR DFFRXQW�

3URSRVLWLRQ � � :LWK FRRSHUDWLRQ IURP D PDQDJHU ZKR KDV WKH FRPSHQVDWLRQ FRQWUDFW Io�� o�J DQG

ZKR LQFXUV FRRSHUDWLRQ FRVWV FP� DQ LQVWLWXWLRQDO VKDUHKROGHU KROGLQJ m VKDUHV DQG IDFLQJ PRQLWRULQJ

FRVWV FL ZLOO PRQLWRU LI�

9'LII >o�� o�@ !
FL
m
� 6'LII >o�� o�@ � o� ! � ����

3URRI� 6HH $SSHQGL[ ,�

,I WKH LQVWLWXWLRQ FKRRVHV WR PRQLWRU� LW KDV WR EHDU PRQLWRULQJ FRVWV DQG D SURUDWHG IUDFWLRQ RI

WKH GLmHUHQFH LQ WKH PDQDJHU
V FRPSHQVDWLRQ� (TXDWLRQ ���� LPSOLHV WKDW WKH LPSURYHPHQW LQ nUP

YDOXH KDV WR EH KLJKHU WKDQ WKH VXP RI WKHVH FRVWV� :KHQ o� LV KLJK� WKH GLVWRUWLRQV LQ LQYHVWPHQW

SROLF\ DUH KLJKHU� DQG LW LV PRUH OLNHO\ WKDW WKH LQVWLWXWLRQ ZLOO FKRRVH WR PRQLWRU� :KHQ m LV KLJK�

D ODUJHU IUDFWLRQ RI WKH EHQHnWV RI PRQLWRULQJ DFFUXHV WR WKH LQVWLWXWLRQ� DQG PRQLWRULQJ LV RSWLPDO

DW ORZHU o��
�

:H IRFXV RXU DQDO\VLV IRU SDUDPHWHU YDOXHV ZKHUHLQ &QF w FL � FP� L�H� ZKHQ WKH VXP RI

WKH LQVWLWXWLRQV PRQLWRULQJ FRVWV DQG WKH PDQDJHU
V FRRSHUDWLRQ FRVWV LV OHVV WKDQ RU HTXDO WR WKH

FRVWV ERUQH E\ D ODUJH VKDUHKROGHU ZKHQ PRQLWRULQJ ZLWKRXW WKH PDQDJHU
V FRRSHUDWLRQ� ,I WKLV

FRQGLWLRQ GRHV QRW KROG� WKH SDUDPHWHUV RI WKH FRVW VWUXFWXUH FRXOG EH VXFK WKDW (TXDWLRQ ���� LV

WUXH DQG &QF � FL � m6'LII >o�� o�@� 7KHVH FRQGLWLRQV LPSO\ WKDW LW LV RSWLPDO IRU WKH LQVWLWXWLRQ WR

PRQLWRU� EXW FRRSHUDWLRQ E\ WKH PDQDJHU GRHV QRW GHFUHDVH WKH LQVWLWXWLRQ
V FRVWV VLJQLnFDQWO\ DQG

WKH LQFUHDVH LQ KLV FRPSHQVDWLRQ UHTXLUHG WR FRYHU KLV FRRSHUDWLRQ FRVWV LV YHU\ KLJK� ,Q WKLV FDVH�

UHODWLRQVKLS LQYHVWLQJ LV QRW HVWDEOLVKHG DQG VKDUHKROGHUV ZLOO VHW o� LQ WKH FRPSHQVDWLRQ FRQWUDFW

VXFK WKDW WKH PDQDJHU ZLOO QRW EH FRPSHQVDWHG IRU KLV FRRSHUDWLRQ FRVWV�

��



� &RQGLWLRQV IRU 5HODWLRQVKLS ,QYHVWLQJ

,Q WKLV VHFWLRQ ZH GHWHUPLQH WKH RSWLPDO PDQDJHULDO FRPSHQVDWLRQ FRQWUDFW IoRSW� � oRSW� J WKDW VROYHV
WKH DJHQF\ SUREOHP WDNLQJ LQWR DFFRXQW WKH UHVXOWV RI SUHYLRXV VHFWLRQ RQ WKH YLDELOLW\ RI UHODWLRQVKLS

LQYHVWLQJ� $V D nUVW VWHS� ZH GHWHUPLQH WKH VHW RI FRQWUDFWV IRU ZKLFK UHODWLRQVKLS LQYHVWLQJ LV

RSWLPDO DQG WKH FRPSOHPHQW VHW IRU ZKLFK WKH OHYHO RI DJHQF\ SUREOHPV DUH QRW KLJK HQRXJK WR

ZDUUDQW PRQLWRULQJ� $ PDQDJHPHQW FRPSHQVDWLRQ FRQWUDFW ZLWK ]HUR ZHLJKW RQ WKH PDUNHW YDOXH

RI WKH nUP� L�H� o�  �� LQYROYHV QR WKH DJHQF\ SUREOHP DV VKRZQ LQ &RUROODU\ �&� +RZHYHU� IRU

UHDVRQV GHVFULEHG LQ 6HFWLRQ ���� ZH DVVXPH WKDW WKH DGPLVVLEOH FRPSHQVDWLRQ FRQWUDFWV DUH VXFK

WKDW o� LV JUHDWHU WKDQ D PLQLPXP SRVLWLYH OHYHO o0LQ
� � 7KH OHYHO RI o0LQ

� �! �� UHSUHVHQWV WKH

OHYHO RI UHDO ZRUOG LPSHUIHFWLRQV DQG LQFRPSOHWH FRQWUDFWLQJ DQG SDUDPHWHUL]HV WKH UHVLGXDO DJHQF\

SUREOHP LQ RXU IUDPHZRUN�

:H GHWHUPLQH WKH RSWLPDO FRPSHQVDWLRQ FRQWUDFW IoRSW� � oRSW� J VXEMHFW WR WKH FRQVWUDLQW WKDW
oRSW� w o0LQ

� � ZKLFK LV VWULFWO\ SRVLWLYH� :H DOVR H[SORUH WKH HmHFWV RI WKH PRQLWRULQJ FRVW VWUXFWXUH

DQG GLVFXVV WKH LPSOLFDWLRQV RI UHODWLRQVKLS LQYHVWLQJ IRU WKH UHWXUQV WR WKH LQVWLWXWLRQDO LQYHVWRU

DQG RWKHU DWRPLVWLF VKDUHKROGHUV�

��� 7KH RSWLPDO oRSW� IRU D VSHFLnF o�

7KH RSWLPDO OHYHO RI o�  oRSW� FRUUHVSRQGLQJ WR D VSHFLnF YDOXH RI o� LV VXFK WKDW nUP YDOXH LV

PD[LPL]HG DQG ZH WDNH LQWR FRQVLGHUDWLRQ ZKHWKHU UHODWLRQVKLS LQYHVWLQJ LV RSWLPDO�

3URSRVLWLRQ �� )RU D VSHFLnF YDOXH RI o� WKH FRUUHVSRQGLQJ oRSW� LQ WKH PDQDJHU
V FRPSHQVDWLRQ

FRQWUDFW Io�� o�J LV GHWHUPLQHG DV IROORZV� 6KDUHKROGHUV ZLOO VHW oRSW�  oU� LI UHODWLRQVKLS LQYHVWLQJ

LV RSWLPDO RU oRSW�  oe� LI UHODWLRQVKLS LQYHVWLQJ LV QRW RSWLPDO� oU� DQG oe� VDWLVI\ WKH IROORZLQJ

HTXDWLRQV UHVSHFWLYHO\�

(>6�tI � o�� o
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x: � FP UHODWLRQVKLS LQYHVWLQJ ����

PD[
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(>9 �te� o�� o
e

��@b(>6�te� o�� o
e

��@ QR UHODWLRQVKLS LQYHVWLQJ ����

V�W� (>6�te� o�� o
e

��@ w x:

3URRI� 8QGHU UHODWLRQVKLS LQYHVWLQJ� VKDUHKROGHUV ZLOO NQRZ WKH PDQDJHU
V SULYDWH LQIRUPDWLRQ

DQG KLV RSWLPDO LQYHVWPHQW SROLF\ WKURXJK WKH ODUJH VKDUHKROGHU
V PRQLWRULQJ� 7KH PDQDJHU
V

��



FRPSHQVDWLRQ FRQWUDFW GRHV QRW SOD\ D UROH LQ HVWDEOLVKLQJ WKH YDOXH RI WKH nUP LQ WKLV FDVH�

6KDUHKROGHUV ZLOO SD\ WKH PDQDJHU WKH PLQLPXP SRVVLEOH DQG VHW WKH FRPSHQVDWLRQ FRQWUDFW VXFK

WKDW KH UHFHLYHV KLV UHVHUYDWLRQ ZDJH QHW RI FRRSHUDWLRQ FRVWV� )RU D VSHFLnF YDOXH RI o� (TXDWLRQ ���

DQG (TXDWLRQ ��� GHWHUPLQH WKH YDOXH o�  oU� WKDW PD[LPL]HV nUP YDOXH DQG JLYH WKH PDQDJHU

KLV UHVHUYDWLRQ XWLOLW\ XQGHU WKH IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\ DFKLHYHG XQGHU UHODWLRQVKLS

LQYHVWLQJ�

8QGHU QR PRQLWRULQJ� VKDUHKROGHUV UHO\ RQ WKH LQFHQWLYHV LQ WKH PDQDJHPHQW FRPSHQVDWLRQ

FRQWUDFW WR LQGXFH WKH PDQDJHU WR PD[LPL]H WKH YDOXH RI WKH nUP� ,Q (TXDWLRQ ���� (>9 �te� o�� o��@

LV ODUJHU ZKHQ o�
o�
LV ODUJHU� +RZHYHU� LQ (TXDWLRQ ���� (>6�te� o�� o��@ LV DOVR KLJKHU� )RU D VSHFLnF

YDOXH RI o�� WKHUHIRUH� WKH RSWLPDO o
e

� LV RQH WKDW PD[LPL]HV WKH GLmHUHQFH DQG DOVR HQVXUHV WKDW WKH

PDQDJHU DW OHDVW UHFHLYHV KLV UHVHUYDWLRQ ZDJH�

6KDUHKROGHUV ZLOO VHW o� HLWKHU HTXDO WR oU� RU oe� � DIWHU FRPSDULQJ nUP YDOXH XQGHU WKH WZR

VFHQDULRV� 5HODWLRQVKLS LQYHVWLQJ LV RSWLPDO IRU D VSHFLnF YDOXH RI o�� LI nUP YDOXH LV WKH KLJKHVW

SRVVLEOH ZLWK o�  oU� DQG LQVWLWXWLRQDO PRQLWRULQJ ZLWK PDQDJHULDO FRRSHUDWLRQ LV HVWDEOLVKHG�

4�(�'�

:H QH[W XVH WKH UHVXOWV RI 3URSRVLWLRQ � WR GHWHUPLQH WKH UDQJH RI o� YDOXHV IRU ZKLFK UHODWLRQVKLS

LQYHVWLQJ LV RSWLPDO DVVXPLQJ WKDW o� LV VHW RSWLPDOO\�

3URSRVLWLRQ �� *LYHQ PRQLWRULQJ FRVWV FL� FRRSHUDWLRQ FRVW FP� DQG LQVWLWXWLRQDO KROGLQJV m� UHOD�

WLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG ZKHQ WKH o� ! PD[
b
o�

L� o�
P
c
� o�

L DQG o�
P DUH FXW�Rm YDOXHV ZKLFK

VDWLVI\ WKH IROORZLQJ FRQGLWLRQV�
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9'LII >o�
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U@  
FP

o�P � o�U
�PDQDJHU�V FXWb RII� ����

3URRI� oLR LQ (TXDWLRQ ���� LV WKH FXW�Rm OHYHO RI o� DERYH ZKLFK WKH LQVWLWXWLRQDO VKDUHKROGHU LV

ZLOOLQJ WR PRQLWRULQJ� 7KLV WKUHVKROG OHYHO RI o� LV VXFK WKDW WKH DJHQF\ FRVWV ZKHQ WKH LQVWLWXWLRQ

GRHV QRW PRQLWRU DUH HTXDO WR WKH FRVWV LQFXUUHG LQ PRQLWRULQJ PLQXV WKH VDYLQJV JDLQHG E\ IRUFLQJ

WKH PDQDJHU
V QHW FRPSHQVDWLRQ WR KLV UHVHUYDWLRQ ZDJH� 9'LII >o
L
�� o

e

� @ UHSUHVHQWV WKH LPSURYHPHQW

LQ WKH YDOXH RI WKH nUP ZKHQ DJHQF\ FRVWV DUH HOLPLQDWHG DQG LV JLYHQ E\ (TXDWLRQ ��� HYDOXDWHG DW

o�  oe� � 6'LII >o
L
�� o

e

� @ LV HTXLYDOHQW WR WKH LQFUHDVH LQ WKH PDQDJHU
V FRPSHQVDWLRQ LI IXOO LQIRUPDWLRQ

��



LV HVWDEOLVKHG DQG LV JLYHQ E\ (TXDWLRQ ��� DW o�  oe� � 7KH ODVW WHUP LV WKH GLmHUHQFH LQ WKH

PDQDJHU
V ZDJH LQ JRLQJ IURP o�  oe� WR o�  oU�� DQG LV JHQHUDOO\ SRVLWLYH� 7KH LQFUHDVH LQ nUP

YDOXH DQG WKH VDYLQJV LQ WKH PDQDJHU
V FRPSHQVDWLRQ LQFUHDVH ZKHQ o� LV KLJKHU� KHQFH LW LV RSWLPDO

IRU WKH LQVWLWXWLRQ WR PRQLWRU IRU DOO o� ! oL��

oP� LQ (TXDWLRQ ���� LV WKH FXW�Rm YDOXH DERYH ZKLFK WKH PDQDJHU nQGV LW RSWLPDO WR FRRSHUDWH

LQ WKH PRQLWRULQJ SURFHVV DQG LV GHULYHG IURP (TXDWLRQ �� LQ $SSHQGL[ +� 7KH FRVW VWUXFWXUH

GHWHUPLQHV ZKLFK RI WKH WZR FXW�Rm YDOXHV� o�
L RU o�

P� LV JUHDWHU� 4�(�'�

)LJXUH � LOOXVWUDWHV WKH FRQVWUDLQWV IRU WKH LQVWLWXWLRQ DQG WKH PDQDJHU DV D IXQFWLRQ RI o��

3DUDPHWHU YDOXHV XVHG DUH� ,  ���� m  ����� x:  ���� FL  ���� DQG FP  ����� 7KH SRLQW DW

ZKLFK WKHVH FRQVWUDLQWV LQWHUVHFW WKH OLQH GHSLFWLQJ 9'LII >o�� o�@ GHWHUPLQHV o�
L DQG o�

P UHVSHFWLYHO\�

,I o� LV JUHDWHU WKDQ PD[�o�
L� o�

P�� WKH DJHQF\ FRVWV DUH KLJK DQG LW LV RSWLPDO IRU ERWK WKH

LQVWLWXWLRQDO VKDUHKROGHU WR PRQLWRU DQG IRU WKH PDQDJHU WR FRRSHUDWH� 7KLV LV WKH UHJLRQ WR WKH

ULJKW RI WKH WZR LQWHUVHFWLRQ SRLQWV LQ )LJXUH �� 5HODWLRQVKLS LQYHVWLQJ LV� WKHUHIRUH� HVWDEOLVKHG DQG

o� LV VHW VXFK WKDW (>6�t
I � o�� o

U
��@  

x: � FP�

:KHQ o� � PD[�o�
L� o�

P�� UHODWLRQVKLS LQYHVWLQJ LV QRW HVWDEOLVKHG� ,Q WKLV UDQJH� (TXDWLRQ ���

LV XVHG WR FDOFXODWH o� VXFK WKDW WKH PDQDJHU UHFHLYHV KLV UHVHUYDWLRQ ZDJH� )RU o� YDOXHV LQ WKLV

UHJLRQ WKH ORVVHV DVVRFLDWHG ZLWK LQYHVWPHQW GLVWRUWLRQV E\ WKH PDQDJHU DUH QRW ODUJH HQRXJK WR

RYHUFRPH PRQLWRULQJ FRVWV� 7KLV FDQ EH VHHQ LQ )LJXUH � ZKHUH UHODWLRQVKLS LQYHVWLQJ LV QRW RSWLPDO

IRU DOO o� � o�
P�

��� 'HWHUPLQLQJ WKH RSWLPDO oRSW�

$ PDQDJHPHQW FRPSHQVDWLRQ FRQWUDFW ZLWK ]HUR ZHLJKW RQ WKH PDUNHW YDOXH RI WKH nUP� L�H� o�  ��

LV WKH RSWLPDO OLQHDU FRQWUDFW WKDW LQYROYHV QR DJHQF\ SUREOHPV DV VKRZQ LQ &RUROODU\ �&� ,Q WKLV

VHFWLRQ� ZH DVVXPH WKDW WKH DGPLVVLEOH FRPSHQVDWLRQ FRQWUDFWV DUH VXFK WKDW o� LV JUHDWHU WKDQ D

PLQLPXP SRVLWLYH OHYHO o0LQ
� DQG GHULYH WKH RSWLPDO FRQWUDFW XQGHU WKLV FRQVWUDLQW� ,Q FKRRVLQJ

WKH FRQWUDFW� VKDUHKROGHUV ZLOO LQFRUSRUDWH WKH UHVXOWV RI WKH SUHYLRXV VHFWLRQV DQG DQWLFLSDWH WKDW

UHODWLRQVKLS LQYHVWLQJ ZLOO EH HVWDEOLVKHG IRU FHUWDLQ SDUDPHWHUV RI WKH FRPSHQVDWLRQ FRQWUDFW�

��



3URSRVLWLRQ �� 6KDUHKROGHUV ZLOO FKRRVH D FRPSHQVDWLRQ FRQWUDFW IoRSW� � oRSW� J VXFK WKDW�

q oRSW�  o�
P Lm o�

L � o0LQ
� � o�

P

q oRSW�  o0LQ
� RWKHUZLVH

ZKHUH o0LQ
� LV WKH PLQLPXP SRVVLEOH OHYHO RI o� DQG o�

L DQG o�
P DUH WKH LQVWLWXWLRQ
V DQG PDQDJHU
V

FXW�Rm YDOXHV DV VSHFLnHG LQ 3URSRVLWLRQ ��

3URRI� )LJXUH � VKRZV WKH GHFLVLRQ UXOH WKDW VKDUHKROGHUV ZLOO XVH WR VHW WKH RSWLPDO FRPSHQVDWLRQ

FRQWUDFW� 6KDUHKROGHUV FKRRVH WKH FRPSHQVDWLRQ FRQWUDFW WKDW PD[LPL]HV WKH YDOXH RI WKH nUP�

,Q PDNLQJ WKH FKRLFH� VKDUHKROGHUV DQWLFLSDWH WKDW UHODWLRQVKLS LQYHVWLQJ LV RSWLPDO IRU FHUWDLQ

SDUDPHWHUV RI WKH FRPSHQVDWLRQ FRQWUDFW�

6KDUHKROGHUV nUVW HYDOXDWH ZKHWKHU LW LV RSWLPDO IRU WKH LQVWLWXWLRQDO VKDUHKROGHU WR PRQLWRU

WKH nUP� WKDW LV� WKH\ FKHFN ZKHWKHU WKH PLQLPXP SRVLWLYH OHYHO RI o� LV OHVV WKDQ WKH LQVWLWXWLRQ
V

FXW�Rm YDOXH JLYHQ E\ (TXDWLRQ ����� ,I oL� ! o0LQ
� � PRQLWRULQJ E\ WKH LQVWLWXWLRQDO VKDUHKROGHU LV

QRW RSWLPDO� DQG VKDUHKROGHUV VHW o�  o0LQ
� � 5HODWLRQVKLS LQYHVWLQJ LV QRW HVWDEOLVKHG LQ WKLV FDVH�

2Q WKH RWKHU KDQG� LI oL� � o0LQ
� � PRQLWRULQJ E\ WKH LQVWLWXWLRQ LV RSWLPDO� 7KH QH[W VWHS LV WR

HYDOXDWH ZKHWKHU FRRSHUDWLRQ E\ WKH PDQDJHU LV RSWLPDO� WKDW LV� ZKHWKHU WKH PLQLPXP SRVLWLYH

YDOXH RI o� LV OHVV WKDQ WKH PDQDJHU
V FXW�Rm YDOXH JLYHQ E\ (TXDWLRQ ����� ,I o
P
� � o0LQ

� � LW LV

RSWLPDO IRU WKH PDQDJHU WR FRRSHUDWH HYHQ DW WKH PLQLPDO OHYHO RI o�� 6KDUHKROGHUV VHW o�  o0LQ
�

DQG UHODWLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG� ,I oP� ! o0LQ
� � LW LV QRW RSWLPDO IRU WKH PDQDJHU WR

FRRSHUDWH� 5HFDOO WKDW WKLV QRGH LQ WKH WUHH LV UHDFKHG ZKHQ LW LV RSWLPDO IRU WKH LQVWLWXWLRQ WR

FRRSHUDWH� EXW LW LV QRW RSWLPDO IRU WKH PDQDJHU WR FRRSHUDWH� ,Q WKLV FDVH� VKDUHKROGHUV ZLOO FKRRVH

D KLJKHU OHYHO RI o� WKDQ WKH PLQLPXP DOORZHG DQG VHW o�  oP� � $W WKLV OHYHO RI o�� LW ZLOO EH

RSWLPDO IRU WKH PDQDJHU WR FRRSHUDWH DQG UHODWLRQVKLS ZLOO EH HVWDEOLVKHG� 4�(�'�

)LJXUH � SORWV WKH YDOXH RI WKH LQVWLWXWLRQ
V m VKDUHKROGLQJ XVLQJ SDUDPHWHU YDOXHV� ,  ����

m  ����� x:  ���� FL  ����DQG FP  ����� )RU YDOXHV RI o
0LQ
� VXFK WKDW o0LQ

� � o�
L UHODWLRQVKLS

LQYHVWLQJ LV QRW HVWDEOLVKHG DQG WKH YDOXH RI WKH LQVWLWXWLRQ
V m VKDUHKROGLQJ LV HTXDO WR WKH QR�

PRQLWRULQJ YDOXH DV VKRZQ E\ WKH VROLG OLQH LQ WKH OHIW SDQHO RI WKH nJXUH� )RU YDOXHV RI o0LQ
� VXFK

WKDW o0LQ
� ! PD[�o�

L� o�
P� UHODWLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG DQG WKH YDOXH RI WKH LQVWLWXWLRQ
V m

��



VKDUHKROGLQJ LV HTXDO WR WKH IXOO LQIRUPDWLRQ YDOXH OHVV WKH PRQLWRULQJ FRVWV DV VKRZQ E\ WKH VROLG

OLQH LQ WKH ULJKW SDQHO RI WKH nJXUH�

,Q HTXLOLEULXP� PDQDJHPHQW FRPSHQVDWLRQ FRQWUDFWV I o�� o� J DUH QRW RSWLPDO ZKHQ o�
L � o� �

o�
P� $OWKRXJK� WKH EHQHnWV RI UHODWLRQVKLS LQYHVWLQJ DW o�  o0LQ

� DUH KLJKHU WKDQ WKH PRQLWRULQJ

FRVWV IRU WKH LQVWLWXWLRQDO VKDUHKROGHU� WKH\ DUH ORZHU WKDQ WKH FRRSHUDWLRQ FRVWV IRU WKH PDQDJHU�

6KDUHKROGHUV FDQ LQFUHDVH nUP YDOXH E\ VHWWLQJ o� DW OHDVW HTXDO WR o
P
� � 7KH PDQDJHU LV LQGXFHG WR

FRRSHUDWH DQG UHODWLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG� 7KHUHIRUH� ZKHQ o�
L � o0LQ

� � o�
P� oRSW� LV VHW

HTXDO WR oP� UDWKHU WKDQ HTXDO WR o0LQ
� �

��� (mHFW RI FL DQG FP

,I PRQLWRULQJ DQG FRRSHUDWLRQ FRVWV DUH YHU\ KLJK� UHODWLRQVKLS LQYHVWLQJ LV QRW IHDVLEOH� &RRSHUDWLRQ

FRVWV FDQ EH KLJK� IRU H[DPSOH� LI WKH QDWXUH RI WKH nUP
V FDVKoRZV PDNH LW GLpFXOW WR FRQYLQFH

VKDUHKROGHUV RI WKH WUXH ZRUWK RI WKH nUP
V SURMHFWV� 7KH LQVWLWXWLRQ
V PRQLWRULQJ FRVWV FDQ EH KLJK

LI VSHFLDOL]HG WDOHQW KDV WR EH KLUHG WR DQDO\]H WKH nUP
V LQYHVWPHQW SURVSHFWV�

3URSRVLWLRQ � � 5HODWLRQVKLS LQYHVWLQJ LV QRW IHDVLEOH LI�

FP !
x:

��
����

DQG�

FL !
�

�

�
m,

�
b m x:

��

�
����

3URRI� 6HH $SSHQGL[ -�

7KH ODUJHVW GLVWRUWLRQV LQ LQYHVWPHQW SROLF\ RFFXU ZKHQ WKH PDQDJHU LV FRPSHQVDWHG RQO\ LQ WHUPV

RI WKH nUP
V PDUNHW YDOXH� L�H� ZKHQ o�  �� o�  � WKXV UHSUHVHQWV WKH H[WUHPH FDVH RI WKH DJHQF\

SUREOHP� (YDOXDWLQJ WKH LQVWLWXWLRQ
V GHFLVLRQ WR PRQLWRU DQG WKH PDQDJHU
V GHFLVLRQ WR FRRSHUDWH

LQ WKLV VFHQDULR� JLYH WKH XSSHU ERXQGV RQ FL DQG FP IRU ZKLFK UHODWLRQVKLS LQYHVWLQJ LV IHDVLEOH�

7KH UHVHUYDWLRQ ZDJH RI WKH PDQDJHU LV UHOHYDQW EHFDXVH LW GHWHUPLQHV WKH OHYHO RI o� IRU HDFK

OHYHO RI o�� DV JLYHQ LQ (TXDWLRQ ��� DQG (TXDWLRQ ���� $V H[SHFWHG� ZKHQ WKH IUDFWLRQ RI VKDUHV

RZQHG E\ WKH LQVWLWXWLRQ� m� LQFUHDVHV� WKH LQVWLWXWLRQ FDQ WROHUDWH KLJKHU PRQLWRULQJ FRVWV�

��



,I FP LV ORZHU WKDQ WKH XSSHU ERXQG LQ (TXDWLRQ ����� LW LV RSWLPDO IRU WKH PDQDJHU WR FRRSHUDWH

ZKHQ o� w o�
P� ,Q (TXDWLRQ ����� o�

P LV ORZHU ZKHQ FP LV ORZHU� DQG UHODWLRQVKLS LQYHVWLQJ LV

RSWLPDO DW ORZHU OHYHOV RI WKH DJHQF\ SUREOHP�

,I FL LV ORZHU WKDQ WKH XSSHU ERXQG LQ (TXDWLRQ ����� LW LV RSWLPDO IRU WKH LQVWLWXWLRQDO LQYHVWRU WR

PRQLWRU ZKHQ o� w o�
L� ,Q (TXDWLRQ ����� o�

L LV ORZHU ZKHQ FL LV ORZHU� DQG LQVWLWXWLRQDO PRQLWRULQJ

UHODWLRQVKLS LQYHVWLQJ LV RSWLPDO DW ORZHU OHYHOV RI WKH DJHQF\ SUREOHP�

7KH OHYHOV RI FL� FP� DQG o0LQ
� DUH WKH FULWLFDO SDUDPHWHUV WKDW GHWHUPLQH ZKHWKHU UHODWLRQVKLS

LQYHVWLQJ LV RSWLPDO� 5HODWLRQVKLS LQYHVWLQJ LV HVWDEOLVKHG ZKHQ WKH OHYHO RI WKH DJHQF\ SUREOHP

LV KLJK DQG LV PRUH OLNHO\ ZKHQ WKH PDQDJHU
V FRRSHUDWLRQ OHDGV WR D ODUJHU UHGXFWLRQ LQ WKH

LQVWLWXWLRQ
V PRQLWRULQJ FRVWV�

��� 7KH IUHH�ULGHU SUREOHP

)UHH�ULGLQJ E\ QRQ�PRQLWRULQJ DWRPLVWLF VKDUHKROGHUV UHGXFHV nUP YDOXH DQG WKH LQFHQWLYHV IRU

WKH ODUJH VKDUHKROGHU WR PRQLWRU� 7KH FULWLFDO LVVXH LV WKDW WKH SULFH SDLG IRU VKDUHV E\ D ODUJH

VKDUHKROGHU ZKR LV NQRZQ WR PRQLWRU ZLOO UHoHFW WKH EHQHnWV RI PRQLWRULQJ� 0DQ\ RI WKH PRGHOV

RI ODUJH VKDUHKROGHU PRQLWRULQJ �VHH $GPDWL� 3oHLGHUHU� DQG =HFKQHU ������� -HQVHQ DQG 0HFNOLQJ

������� DQG 6KOHLIHU DQG 9LVKQ\ �������� DVVXPH WKDW WKH ODUJH VKDUHKROGHU LV HQGRZHG ZLWK DQ

LQLWLDO KROGLQJ RI VKDUHV DQG WKH SULFH SDLG IRU WKHVH VKDUHV LV QRW H[SOLFLWO\ PRGHOHG� 0RUH UHFHQWO\�

+ROPVWURP DQG 7LUROH ������� .DKQ DQG :LQWRQ ������� 0DXJ ������ XVH D PLFURVWUXFWXUH VHWWLQJ

ZKLFK DOORZV WKH ODUJH VKDUHKROGHU WR EH DQ DQRQ\PRXV WUDGHU DQG DFFXPXODWH VKDUHV DW D SULFH

WKDW GRHV QRW IXOO\ UHoHFW WKH EHQHnW RI PRQLWRULQJ� 6WRXJKWRQ DQG =HFKQHU ������ GLVFXVV WKH

FDVH ZKHUH UDWLRQLQJ WKH DPRXQW RI VKDUHV WKDW DWRPLVWLF VKDUHKROGHUV DUH DOORZHG WR SXUFKDVH

LQ DQ ,32 VHWWLQJ� DOORZV WKH ODUJH VKDUHKROGHU WR DFFXPXODWH VKDUHV DW D SULFH ORZHU WKDQ WKHLU

FXP�PRQLWRULQJ YDOXH� :H KLJKOLJKW WKH LVVXH LQ WKH GLVFXVVLRQ EHORZ DQG VKRZ WKDW UHODWLRQVKLS

LQYHVWLQJ LV SDUHWR�RSWLPDO DQG UHGXFHV WKH ORVV LQ nUP YDOXH GXH WR WKH IUHH�ULGHU SUREOHP�

,I WKH LQLWLDO VKDUHV RI WKH nUP DUH SXUFKDVHG LQ D :DOUDVLDQ DXFWLRQ� D VLQJOH HTXLOLEUDWLQJ

SULFH ZLOO EH HVWDEOLVKHG IRU DOO EX\HUV� 2EYLRXVO\� WKH LQVWLWXWLRQ ZLOO QRW SD\ PRUH WKDQ WKH FXP�

PRQLWRULQJ YDOXH RI WKH VKDUHV QHW RI WKH PRQLWRULQJ FRVWV� 7KH SULFH RI WKH VKDUHV� WKHUHIRUH� ZLOO

EH VXFK WKDW WKH LQVWLWXWLRQ ZLOO MXVW EUHDN�HYHQ H[�DQWH DQG PRQLWRULQJ LV RSWLPDO H[�SRVW� 7KLV

��



KRZHYHU FUHDWHV D IUHH�ULGHU SUREOHP� $WRPLVWLF VKDUHKROGHUV JHW DQ H[FHVV UHWXUQ DV WKH\ DUH DEOH

WR EX\ WKH VKDUHV DW WKH FXP�PRQLWRULQJ YDOXH PLQXV PRQLWRULQJ FRVWV EXW GR QRW LQFXU DQ\ FRVWV�

/HW 9QF EH WKH YDOXH RI WKH nUP HVWDEOLVKHG LQ WKH LQLWLDO :DOUDVLDQ DXFWLRQ LQ WKH DEVHQFH RI

UHODWLRQVKLS LQYHVWLQJ� $VVXPLQJ WKDW WKH LQVWLWXWLRQ EUHDNV HYHQ H[�DQWH�

9QF  (>9 �tI � o�� o��@b &QF

m
LI m9'LII >o�� o�@ ! &QF ����

 (>9 �te� o�� o��@ RWKHUZLVH

/HW 9U EH WKH YDOXH RI WKH nUP HVWDEOLVKHG LQ WKH LQLWLDO :DOUDVLDQ DXFWLRQ XQGHU UHODWLRQVKLS

LQYHVWLQJ� $VVXPLQJ WKDW WKH LQVWLWXWLRQ EUHDNV HYHQ H[�DQWH�

9U  (>9 �tI � o�� o��@b FP b FL
m

LI m�9'LII >o�� o�@b FP� ! FL ����

 (>9 �te� o�� o��@ RWKHUZLVH

)URP (TXDWLRQ ���� DQG (TXDWLRQ ����� 9U w 9QF VLQFH &QF ! FL�mFP� :H FDQ DOVR FDOFXODWH WKH

YDOXH JDLQV RQ WKH ��bm� VKDUHV WKDW DUH SXUFKDVHG E\ DWRPLVWLF VKDUHKROGHUV� 8QGHU UHODWLRQVKLS

LQYHVWLQJ WKH YDOXH JDLQ LV HTXDO WR FL m� 8QGHU QR�FRRSHUDWLRQ PRQLWRULQJ� WKH H[FHVV UHWXUQ

LV &QF m� 6LQFH &QF ! FL � mFP� WKH YDOXH JDLQV WR WKH DWRPLVWLF VKDUHKROGHUV DUH ORZHU XQGHU

UHODWLRQVKLS LQYHVWLQJ WKDQ XQGHU WKH QR�FRRSHUDWLRQ UHJLPH��

7KH JDLQV IURP IUHH�ULGLQJ DUH� WKHUHIRUH� ORZHU XQGHU UHODWLRQVKLS LQYHVWLQJ� (mHFWLYHO\� D SDUW

RI WKH PRQLWRULQJ FRVWV DUH ERUQH E\ WKH PDQDJHU DQG SDVVHG WKURXJK WR DOO VKDUHKROGHUV�

��� ,QYHVWPHQW KRUL]RQ

,Q RXU PRGHO� DOO VKDUHKROGHUV NQRZ ZKHQ LW LV RSWLPDO IRU WKH LQVWLWXWLRQDO LQYHVWRU WR PRQLWRU�

7KLV KDV LPSRUWDQW LPSOLFDWLRQV IRU KRZ ORQJ WKH LQVWLWXWLRQ KDV WR KROG LWV VKDUHV WR UHDOL]H WKHLU

KLJKHU YDOXH�

$Q DQQRXQFHPHQW DW W  � WR WKH HmHFW WKDW WKH LQVWLWXWLRQDO LQYHVWRU LV JRLQJ WR PRQLWRU LV

QRW FUHGLEOH�� )XUWKHU� WKHUH LV QR JXDUDQWHH WKDW WKH LQVWLWXWLRQ ZLOO DFWXDOO\ VSHQG WKH PRQH\

IRU PRQLWRULQJ� 7KH LQVWLWXWLRQ� WKHUHIRUH� IDFHV DQ DGYHUVH VHOHFWLRQ SUREOHP ZKHQ LW WUDGHV� ,I

LW ZHUH WR GLYHVW LWV VKDUHV EHIRUH WKH LQIRUPDWLRQ DV\PPHWU\ LV UHVROYHG� LW ZLOO UHFHLYH WKH ORZHU

��



QR PRQLWRULQJ YDOXH� 2QFH WKH LQYHVWPHQW LV PDGH� KRZHYHU� WKH PDQDJHU DQQRXQFHV WKH H[SHFWHG

UHWXUQ RQ WKH SURMHFW� 7KH PDUNHW YHULnHV WKH LQIRUPDWLRQ E\ REVHUYLQJ WKH WUDGLQJ EHKDYLRU RI

WKH LQVWLWXWLRQ�� $IWHU WKH IDLU PDUNHW SULFH LV GHWHUPLQHG� LQVWLWXWLRQDO LQYHVWRUV DUH DEOH WR WUDGH

SXUHO\ IRU WKHLU RZQ OLTXLGLW\ FRQVLGHUDWLRQV� ,QVWLWXWLRQV WKXV KDYH WR EH ZLOOLQJ WR KROG VKDUHV WLOO

WKH LQYHVWPHQW LV PDGH DQG PDUNHW SULFHV UHoHFW WKH SULYDWH LQIRUPDWLRQ RI WKH PDQDJHU�

7KHUH LV VRPH VXSSRUW IRU RXU DVVXPSWLRQ WKDW WKH LQVWLWXWLRQ
V GHFLVLRQ WR PRQLWRU LV SXE�

OLFO\ NQRZQ� 7KH GLVFORVXUH UHTXLUHPHQWV IRU LQVWLWXWLRQDO LQYHVWRUV LQ SUDFWLFH VXJJHVWV WKDW WKH

LQVWLWXWLRQ
V KROGLQJV DUH NQRZQ WR WKH UHVW RI WKH PDUNHW� 6(& UXOHV UHTXLUH LQVWLWXWLRQV WR nOH

IRUP ��) DQG UHYHDO WKHLU KROGLQJV TXDUWHUO\� 7KH QDWXUH RI WKH LQIRUPDWLRQ JDWKHULQJ SURFHVV DOVR

LV FRQGXFLYH WR RXU DUJXPHQW� ,QVWLWXWLRQV DFTXLUH PXFK RI WKHLU LQIRUPDWLRQ E\ EX\LQJ DQDO\VWV


UHSRUWV� ZKLFK DUH DOVR DYDLODEOH WR RWKHU VKDUHKROGHUV� ,W LV DOVR SXEOLFO\ NQRZQ ZKHQ D &(2 PHHWV

ZLWK LQVWLWXWLRQDO LQYHVWRUV� WKHUHE\ UHYHDOLQJ WKH LQVWLWXWLRQ WR EH DQ DFWLYH PRQLWRU� )LQDOO\� ERWK

LQVWLWXWLRQV DQG nUPV KROG SUHVV FRQIHUHQFHV WR GLVFORVH PHHWLQJV ZLWK RQH DQRWKHU�

��� (PSLULFDO LPSOLFDWLRQV

2XU PRGHO SURYLGHV WKHRUHWLFDO MXVWLnFDWLRQ IRU WKH VXEVWDQWLDO UHVRXUFHV DQG WLPH WKDW PDQDJHUV

GHYRWH WR FRPPXQLFDWLRQ ZLWK VKDUHKROGHUV DV GHWDLOHG LQ $SSHQGL[ $� :H DOVR VKRZ WKDW WKH

VWUXFWXUH RI WKH LQFHQWLYHV LQ WKH PDQDJHU
V FRPSHQVDWLRQ FRQWUDFW SOD\V DQ LPSRUWDQW UROH LQ

GHWHUPLQLQJ WKH PHFKDQLVPV E\ ZKLFK DJHQF\ SUREOHPV DUH UHVROYHG�

����� 3D\�IRU�SHUIRUPDQFH� RZQHUVKLS FRQFHQWUDWLRQ� DQG nUP SHUIRUPDQFH

7KH PRGHO KDV VSHFLnF UHIXWDEOH SUHGLFWLRQV RQ WKH HmHFW RI WKH SUHVHQFH RI D ODUJH VKDUHKROGHU

RQ nUP SHUIRUPDQFH� 2XU UHVXOWV LPSO\ WKDW D GLmHUHQWLDO SHUIRUPDQFH EDVHG RQ WKH SUHVHQFH RI

D ODUJH VKDUHKROGHU VKRXOG EH OLPLWHG WR nUPV ZKLFK KDYH FRPSHQVDWLRQ VWUXFWXUHV ZHLJKWHG PRUH

WRZDUGV LWV FXUUHQW PDUNHW YDOXH�

,Q RXU IUDPHZRUN� SD\�IRU�SHUIRUPDQFH LQFHQWLYHV WKURXJK HTXLW\ SDUWLFLSDWLRQ LQ WKH PDQDJHU
V

FRPSHQVDWLRQ FRQWUDFW VROYH WKH DJHQF\ SUREOHP LQ HLWKHU RI WZR ZD\V GHSHQGLQJ RQ ZKHWKHU WKH

SDUWLFLSDWLRQ LV SULPDULO\ WKURXJK o� RU o�� )URP 3URSRVLWLRQ �� VKDUHKROGHUV ZLOO VHW o�  o0LQ
�

ZKHQ o0LQ
� LV ORZ DQG UHODWLRQVKLS LQYHVWLQJ LV QRW QHFHVVDU\� ,QGHHG� ZKHQ o0LQ

�  �� DJHQF\

��



SUREOHPV DUH FRPSOHWHO\ UHVROYHG WKURXJK FRQWUDFWLQJ� 2Q WKH RWKHU KDQG� UHODWLRQVKLS LQYHVWLQJ LV

HVWDEOLVKHG DQG VKDUHKROGHUV FKRRVH D FRPSHQVDWLRQ FRQWUDFW ZLWK D KLJK o� ZKHQ o0LQ
� LV KLJKHU

WKDQ WKH FXW�Rm YDOXHV JLYHQ E\ (TXDWLRQ ���� DQG (TXDWLRQ ����� 3XWWLQJ D ODUJHU ZHLJKW RQ o� LV

GLVWRUWLRQDU\� EXW LW LQGXFHV WKH PDQDJHU WR FRRSHUDWH LQ WKH PRQLWRULQJ SURFHVV� 7KHUHIRUH� WKHUH

LV D SRVLWLYH FRUUHODWLRQ EHWZHHQ WKH LPSRUWDQFH RI VKDUHKROGHU PRQLWRULQJ DQG WKH PDUNHW YDOXH

ZHLJKW LQ WKH PDQDJHU
V FRPSHQVDWLRQ�

7KH UHODWLYH LPSRUWDQFH RI PDUNHW YDOXH LQ GHWHUPLQLQJ WKH PDQDJHU
V FRPSHQVDWLRQ FDQ EH

SUR[LHG E\ PHDVXUHV RI WKH ERQXV FRPSRQHQW WKDW GHSHQGV RQ WKH VWRFN SULFH RU FXUUHQW HDUQLQJV�

7KH LPSRUWDQFH RI WKH nUP
V ORQJ�WHUP YDOXH LQ GHWHUPLQLQJ WKH PDQDJHU
V FRPSHQVDWLRQ FDQ EH

SUR[LHG E\ WKH UHVWULFWHG HTXLW\ DQG VWRFN RSWLRQV DZDUGHG WR WKH PDQDJHU� �L�H� WKH FRPSRQHQW RI

WKH PDQDJHU
V FRPSHQVDWLRQ WKDW GHSHQGV RQ WKH nUP
V YDOXH RYHU D ORQJHU KRUL]RQ�� 2XU PRGHO

SUHGLFWV WKDW WKH nUP
V SHUIRUPDQFH ZRXOG QRW EH DmHFWHG E\ WKH SUHVHQFH RI D ODUJH LQYHVWRU ZKHQ

WKH FRPSHQVDWLRQ LV ZHLJKWHG PRUH WRZDUGV WKH ORQJ WHUP YDOXH RI WKH nUP� )XUWKHU� nUPV WKDW

KDV FRPSHQVDWLRQ FRQWUDFWV ZHLJKWHG PRUH WRZDUGV WKHLU FXUUHQW PDUNHW YDOXH VKRXOG KDYH D KLJKHU

SHUIRUPDQFH RQO\ ZKHQ WKH\ KDYH ODUJH VKDUHKROGHUV ZKR FDQ DFW DV UHODWLRQVKLS LQYHVWRUV�

����� &RVW RI PDQDJHULDO FRRSHUDWLRQ DQG WKH YLDELOLW\ RI UHODWLRQVKLS LQYHVWLQJ

3URSRVLWLRQ � DQG 3URSRVLWLRQ � FKDUDFWHUL]H WKH HQYLURQPHQW ZKHUHLQ UHODWLRQVKLS LQYHVWLQJ ZRXOG

HYROYH DV D IXQFWLRQ RI PDQDJHU
V FRRSHUDWLRQ FRVWV� FP� 8VLQJ SUR[LHV IRU FP DQG SUR[LHV IRU WKH

SUHVHQFH DQG LQWHQVLW\ RI UHODWLRQVKLS LQYHVWLQJ DV GHVFULEHG LQ $SSHQGL[ $� WKHVH SURSRVLWLRQV DUH

GLUHFWO\ WHVWDEOH�

,Q RXU PRGHO� WKH PDQDJHU
V FRRSHUDWLRQ PDNHV LW HDVLHU IRU WKH LQVWLWXWLRQDO VKDUHKROGHU WR DF�

FHVV YHULnDEOH LQIRUPDWLRQ� )LUPV LQ KLJK�WHFK LQGXVWULHV VXFK DV FRPSXWHU nUPV DQG ELRWHFKQRORJ\

nUPV DUH LQKHUHQWO\ OHVV OLNHO\ WR EH DEOH WR SURGXFH YHULnDEOH LQIRUPDWLRQ DERXW IXWXUH SURMHFWV�

)XUWKHU� PDQDJHUV PD\ EH UHOXFWDQW WR VKDUH LQIRUPDWLRQ ZLWK VKDUHKROGHUV IRU VWUDWHJLF UHDVRQV

DQG WR SUHYHQW LW IURP EHLQJ DSSURSULDWHG E\ WKHLU FRPSHWLWRUV� )RU VXFK nUPV WKH PHFKDQLVP RI

UHODWLRQVKLS LQYHVWLQJ EUHDNV GRZQ DQG WKHUH VKRXOG EH OHVV LQFLGHQFH RI UHODWLRQVKLS LQYHVWLQJ�

2Q WKH RWKHU KDQG� PDQDJHUV IDFH D ORZHU FRVW RI FRRSHUDWLRQ LQ LQGXVWULHV ZKHUH LW LV HDV\

WR SURGXFH YHULnDEOH LQIRUPDWLRQ� IRU H[DPSOH LQ WKH WUDQVSRUWDWLRQ DQG UHWDLO LQGXVWULHV� )LUPV

��



LQ VXFK LQGXVWULHV FRXOG nQG LW RSWLPDO WR HVWDEOLVK UHODWLRQVKLS LQYHVWLQJ� )RU WKHVH nUPV� ZH

VKRXOG nQG PRUH HYLGHQFH RI FRQWDFWV EHWZHHQ PDQDJHUV DQG VKDUHKROGHUV� WKH SUHVHQFH RI LQYHVWRU

UHODWLRQV GHSDUWPHQWV� DQG D KLJKHU DQDO\VW IROORZLQJ� DOO RI ZKLFK SUR[\ IRU WKH H[LVWHQFH DQG

LQWHQVLW\ RI UHODWLRQVKLS LQYHVWLQJ DV GLVFXVVHG LQ $SSHQGL[ $�

7KH PDJQLWXGH RI WKH DJHQF\ SUREOHPV ZKLFK DUH SUHVHQW LQ VWDUW�XS FRPSDQLHV DQG WKH REYLRXV

SUHVVXUH WKH PDQDJHU IDFHV WR HVWDEOLVK D KLJK SHUFHLYHG PDUNHW YDOXH IRU D QHZ YHQWXUH� JLYH ULVH

WR FRQGLWLRQV LQ WKH YHQWXUH FDSLWDO LQGXVWU\ ZKHUH RXU PRGHO ZRXOG SUHGLFW WKH RSWLPDOLW\ RI

UHODWLRQVKLS LQYHVWLQJ� 7KH UHODWLRQVKLS EHWZHHQ PDQDJHUV DQG YHQWXUH FDSLWDOLVWV� ZKHUHLQ WKH

PDQDJHU SURYLGHV D KLJK GHJUHH RI LQIRUPDWLRQ DQG DFWLYHO\ FRRSHUDWHV LQ WKH LQWHQVH PRQLWRULQJ

RI WKH nUP� LV WKXV FRQVLVWHQW ZLWK WKH UHVXOWV RI RXU PRGHO�

��� 6XPPDU\ DQG &RQFOXVLRQV

,Q WKLV SDSHU� ZH KDYH GHYHORSHG D WKHRUHWLFDO PRGHO RI UHODWLRQVKLS LQYHVWLQJ� :H KDYH FKDUDF�

WHUL]HG FRQGLWLRQV XQGHU ZKLFK LW LV RSWLPDO IRU PDQDJHPHQW WR FRRSHUDWH ZLWK ODUJH LQVWLWXWLRQDO

VKDUHKROGHUV LQ WKH PRQLWRULQJ SURFHVV� 7KH ELODWHUDO QDWXUH RI WKH PRQLWRULQJ SURFHVV LV WKH FHQWUDO

IHDWXUH RI ZKDW ZH GHnQH DV UHODWLRQVKLS LQYHVWLQJ�

2XU PRGHO H[WHQGV WKH WKHRUHWLFDO UHVHDUFK RQ ODUJH VKDUHKROGHU PRQLWRULQJ E\ LQFRUSRUDWLQJ

WKH UROH PDQDJHUV SOD\ LQ UHVROYLQJ DJHQF\ SUREOHPV� 7KH PDQDJHU
V FRRSHUDWLRQ PDNHV LW HDV\

IRU WKH LQVWLWXWLRQ WR DFFHVV YHULnDEOH LQIRUPDWLRQ DQG UHGXFHV LWV PRQLWRULQJ FRVWV� 6RPH RI WKH

UHGXFWLRQ LQ PRQLWRULQJ FRVWV FRPH DERXW EHFDXVH WKH\ DUH QRZ VKDUHG ZLWK RWKHU DWRPLVWLF LQ�

YHVWRUV� 5HODWLRQVKLS LQYHVWLQJ� WKHUHIRUH� VHUYHV WR UHGXFH WKH IUHH�ULGLQJ SUREOHP DVVRFLDWHG ZLWK

PRQLWRULQJ VLQFH LW WUDQVIHUV VRPH RI WKH FRVWV WR QRQ�PRQLWRULQJ VKDUHKROGHUV�

7KH VHWWLQJ RI RXU PRGHO LV WKDW RI D SULYDWHO\ LQIRUPHG PDQDJHU FKRRVLQJ EHWZHHQ D VKRUW�

WHUP SURMHFW WKDW KDV D IDVWHU UHVROXWLRQ RI XQFHUWDLQW\ DQG D ORQJ�WHUP SURMHFW WKDW KDV D GHOD\HG

UHVROXWLRQ RI XQFHUWDLQW\� 7KH GLmHUHQWLDO UHVROXWLRQ RI LQIRUPDWLRQ OHDGV WR YDOXDWLRQ GLmHUHQFHV

DQG H[SODLQV WZR NLQGV RI LQYHVWPHQW GLVWRUWLRQV� 7KH nUVW GLVWRUWLRQ LV DQ RYHULQYHVWPHQW LQ WKH

VKRUW�WHUP SURMHFW� RU P\RSLD� ZKLFK LV FDXVHG E\ WKH PDQDJHU VHHNLQJ WR WDNH HDUO\ DGYDQWDJH

RI D JRRG VKRUW�WHUP SURMHFW HYHQ LI WKH ORQJ�WHUP SURMHFW LV EHWWHU� 7KH VHFRQG GLVWRUWLRQ LV

RYHULQYHVWPHQW LQ WKH ORQJ�WHUP SURMHFW� RU K\SHURSLD� ZKLFK LV FDXVHG E\ WKH PDQDJHU KLGLQJ

��



EHKLQG WKH VKDUHKROGHUV
 ODFN RI NQRZOHGJH RI WKH WUXH TXDOLW\ RI WKH ORQJ�WHUP SURMHFW DQG XVLQJ

LW WR DYRLG UHYHDOLQJ WKDW KH KDV RQO\ EDG SURMHFWV�

:H VKRZ WKDW ZKHQ WKH SURSRUWLRQ RI WKH PDQDJHU
V FRPSHQVDWLRQ WKDW GHSHQGV RQ PDUNHW YDOXH

FRPSDUHG WR WKH SURSRUWLRQ WKDW GHSHQGV RQ WKH nUP
V WUXH ORQJ�WHUP YDOXH LV ODUJHU� WKH GHYLDWLRQV

IURP IXOO LQIRUPDWLRQ LQYHVWPHQW SROLF\ DUH JUHDWHU DQG nUP YDOXH LV ORZHU� 7KH LQVWLWXWLRQ
V

GHFLVLRQ WR PRQLWRU DQG WKH PDQDJHU
V GHFLVLRQ WR FRRSHUDWH� WKHUHIRUH� GHSHQG RQ WKH WHUPV RI

WKH PDQDJHPHQW FRPSHQVDWLRQ FRQWUDFW� 6KDUHKROGHUV HYDOXDWH nUP YDOXH IRU YDULRXV FRQWUDFW

VSHFLnFDWLRQV DQG FKRRVH RQH WKDW PD[LPL]HV WKH YDOXH RI WKH nUP� $Q LPSRUWDQW UHVXOW LV WKDW

VKDUHKROGHUV PD\ FKRRVH WR LQFUHDVH WKH IUDFWLRQ RI WKH PDQDJHU
V FRPSHQVDWLRQ WKDW GHSHQGV RQ

PDUNHW YDOXH� HYHQ WKRXJK LW LPSOLHV ODUJHU LQYHVWPHQW GLVWRUWLRQV LQ D QR�PRQLWRULQJ UHJLPH� 6XFK

D FRQWUDFW LQFUHDVHV WKH FRVW WR WKH PDQDJHU LI KH GRHV QRW FRRSHUDWH� WKHUHE\ LQGXFLQJ KLP WR

HVWDEOLVK UHODWLRQVKLS LQYHVWLQJ� $Q LQWHUHVWLQJ LPSOLFDWLRQ LV WKDW PDQDJHULDO FRQWUDFWV LQ ZKLFK

WKH GHSHQGHQFH RQ WKH nUP
V PDUNHW YDOXH LV DW LQWHUPHGLDWH OHYHOV DUH QRW IHDVLEOH LQ HTXLOLEULXP�

(YHQ WKRXJK ZH GHULYH UHVXOWV VSHFLnFDOO\ IRU DQ DJHQF\ SUREOHP WKDW DULVHV EHFDXVH WKH PDQ�

DJHU KDV LQFHQWLYHV WR IRFXV RQ WKH nUP
V SHUFHLYHG PDUNHW YDOXH� UDWKHU WKDQ LWV WUXH ORQJ�WHUP

YDOXH� WKURXJK KLV FRPSHQVDWLRQ FRQWUDFW� UHODWLRQVKLS LQYHVWLQJ LV UHOHYDQW LQ DOO VLWXDWLRQV ZKHUH

VKDUHKROGHU PRQLWRULQJ LV RSWLPDO� 7KH WHUPV RI WKH PDQDJHU
V FRPSHQVDWLRQ KRZHYHU FRQYHQLHQWO\

SDUDPHWHUL]HV WKH OHYHO RI WKH DJHQF\ SUREOHP DQG WKH RSWLPDO OLQHDU FRPSHQVDWLRQ FRQWUDFW LV HDV�

LO\ VSHFLnHG� :H VKRZ WKDW LW LV RSWLPDO IRU WKH LQVWLWXWLRQDO VKDUHKROGHUV DQG WKH PDQDJHU WR

HVWDEOLVK UHODWLRQVKLS LQYHVWLQJ ZKHQ WKH PLQLPXP ZHLJKW RQ WKH nUP
V PDUNHW YDOXH LV UHODWLYHO\

KLJK� L�H� ZKHQ WKH OHYHO RI WKH DJHQF\ SUREOHP LV KLJK�

$QRWKHU LPSRUWDQW LPSOLFDWLRQ RI RXU PRGHO LV WKDW LQVWLWXWLRQDO VKDUHKROGHUV DUH JRRG FDQGL�

GDWHV WR HVWDEOLVK UHODWLRQVKLS LQYHVWLQJ� :H VKRZ WKDW RQO\ VKDUHKROGHUV ZKR KDYH D ORQJ�WHUP

LQYHVWPHQW KRUL]RQ FDQ SOD\ WKH UROH RI D UHODWLRQVKLS LQYHVWRU� 7KH PRQLWRULQJ VKDUHKROGHU DOVR KDV

WR KDYH VXpFLHQWO\ ODUJH KROGLQJV LQ WKH nUP� ,QVWLWXWLRQV VDWLVI\ ERWK WKH QHFHVVDU\ FRQGLWLRQV�

5HODWLRQVKLS LQYHVWLQJ KDV PDQ\ EHQHnWV� )LUVW� LW LV SDUHWR�RSWLPDO DQG LQFUHDVHV WKH YDOXH RI

WKH nUP� 6HFRQG� PDQDJHUV ZLOO QRW LJQRUH ORQJ�WHUP YDOXH PD[LPL]LQJ SURMHFWV� ,W LV� WKHUHIRUH� D

SODXVLEOH VROXWLRQ WR WKH ELDV WRZDUGV VKRUW�WHUP LQYHVWPHQWV GLVFXVVHG E\ 6WHLQ ������ ����� DQG

1DUD\DQDQ ������� )LQDOO\� WKH OHYHO RI WKH IUHH�ULGHU SUREOHP DVVRFLDWHG ZLWK ODUJH VKDUHKROGLQJ

PRQLWRULQJ LV UHGXFHG�

��



$SSHQGL[ $��

&(2V DQG VHQLRU nUP PDQDJHPHQW URXWLQHO\ LQWHUDFW ZLWK LQVWLWXWLRQDO VKDUHKROGHUV DQG DQDO\VWV�

$QDO\VWV JDWKHU LQIRUPDWLRQ DERXW WKH nUP
V LQYHVWPHQW SROLF\� FDSLWDO EXGJHW� FDSLWDO DOORFDWLRQ�

DQG nQDQFLDO SHUIRUPDQFH� 7KH\ VXPPDUL]H WKHLU nQGLQJV DV UHSRUWV IRU LQVWLWXWLRQDO LQYHVWRUV ZKR

DUH WKHLU PDMRU FOLHQWV� $V RQH FRUSRUDWH LQYHVWRU UHODWLRQV GLUHFWRU FRPPHQWHG� ?$QDO\VWV DUH YHU\

DJJUHVVLYH LQ VHHNLQJ LQIRUPDWLRQ DQG ZH nQG RXW WKH LPSDFW RI RXU PHHWLQJV LQ WKH UHSRUW WKH\

LVVXH IRU WKHLU LQVWLWXWLRQDO FOLHQWV�� /DUJH LQVWLWXWLRQDO VKDUHKROGHUV DOVR LQLWLDWH GLUHFW FRQWDFWV

ZLWK WRS PDQDJHPHQW WR VHHN H[SODQDWLRQV IRU WKH nUP
V SHUIRUPDQFH DQG GLVFXVV WKHLU JRDOV IRU

WKH IXWXUH�

0DQDJHUV YLHZ WKLV SURFHVV DV D ZD\ WR JHW WKHLU PHVVDJH DFURVV WR LQYHVWRUV� 7KH H[SHFWDWLRQV

RI DQDO\VWV DQG WKH UHSRUWV WKH\ LVVXH KDYH D GLUHFW LPSDFW RQ WKH VWRFN SULFH DQG PDQDJHUV WU\ WR

HQVXUH WKDW DQDO\VWV GR QRW EDVH WKHLU UHSRUWV RQ WKH ZURQJ LQIRUPDWLRQ� :KLOH PDQDJHUV YDOXH WKH

IHHGEDFN WKH\ UHFHLYH IURP WKHVH FRQIHUHQFHV DQG PHHWLQJV� WKH\ GR QRW VHH WKLV SURFHVV DV LQWHUIHULQJ

ZLWK WKHLU DELOLW\ WR UXQ WKH nUP� $QDO\VWV EHOLHYH WKDW PDQDJHUV VHH WKHP DV YDOXDEOH DOOLHV LQ

WUDQVPLWWLQJ LQIRUPDWLRQ WR WKH PDUNHW DQG WKDW WKHLU DFWLRQV VHUYH WR UHGXFH SULFH YRODWLOLW\�

$Q DGYDQWDJH RI FRPPXQLFDWLQJ WR VKDUHKROGHUV WKURXJK DQDO\VWV LV WKDW nUPV FDQ HQVXUH WKH\

DUH LQ FRPSOLDQFH ZLWK 6(& UXOHV JRYHUQLQJ WKH GLVFORVXUH RI LQIRUPDWLRQ� %\ DUUDQJLQJ SXEOLF

PHHWLQJV� WKH\ DYRLG WKH SHUFHSWLRQ RI GLVFORVLQJ LQVLGHU LQIRUPDWLRQ WR D VXEVHW RI VKDUHKROGHUV�

0HHWLQJV EHWZHHQ ODUJH VKDUHKROGHUV� DQDO\VWV� DQG nUP PDQDJHPHQW WDNH WKH IROORZLQJ IRUPV�

q 2QH�RQ�RQH PHHWLQJV� :KHQ WKHUH DUH XQH[SHFWHG HYHQWV DQG GXULQJ SHULRGV RI SRRU SHU�
IRUPDQFH� ODUJH VKDUHKROGHUV RI WKH nUP PHHW GLUHFWO\ ZLWK WRS PDQDJHPHQW� (VVHQWLDOO\�

LQYHVWRUV VHHN WR GLVWLQJXLVK EHWZHHQ SRRU SHUIRUPDQFH FDXVHG E\ HYHQWV RYHU ZKLFK WKH PDQ�

DJHU KDV OLWWOH FRQWURO IURP WKRVH WKDW DUH GXH WR SRRU PDQDJHPHQW� +RZHYHU� VXFK DFWLRQV

PDNH WKH PDQDJHU IRFXV RQ WKH nUP
V VWRFN SULFH DQG WKH PDUNHW
V SHUFHSWLRQ RI nUP YDOXH�

q ,QGXVWU\ &RQIHUHQFHV� 6HFXULWLHV nUPV UHJXODUO\ DUUDQJH FRQIHUHQFHV IRFXVLQJ RQ VSHFLnF LQ�
GXVWULHV� EULQJLQJ WRJHWKHU &(2V DQG VHQLRU PDQDJHPHQW RI nUPV LQ WKH LQGXVWU\ ZLWK DQD�

O\VWV ZKR IROORZ WKH LQGXVWU\� )RU H[DPSOH� WKH 0HUULOO /\QFK $QQXDO &KHPLFDO &RQIHUHQFH

KHOG LQ 0DUFK ���� ZDV WLWOHG� ?&KHPLFDOV� 0DMRU� 6SHFLDOW\� )HUWLOL]HU� 3DFNDJLQJ�� 3UHVHQ�

��



WDWLRQV ZHUH VFKHGXOHG IURP �� &(2V DQG VHQLRU PDQDJHPHQW RI FRPSDQLHV LQ WKHVH DUHDV�

%XUNHQURDG 5HSRUWV RI 7XODQH 8QLYHUVLW\
V $� %� )UHHPDQ 6FKRRO RI %XVLQHVV KHOG WKHLU DQ�

QXDO ?%DUJDLQV RQ WKH %D\RX� FRQIHUHQFH LQ 0DUFK ���� DQG KDG SUHVHQWDWLRQV IURP �� &(2V

DQG VHQLRU PDQDJHPHQW RI VPDOO FRPSDQLHV ZLWK KHDGTXDUWHUV LQ /RXLVLDQD� 0LVVLVVLSSL� DQG

7H[DV� ,Q WKH :DOO 6WUHHW -RXUQDO GDWHG 6HSWHPEHU ��� ����� 'RQDOGVRQ� /XINLQ DQG -HQUHWWH

DGYHUWLVHG D JDWKHULQJ RI ��� &(2V RI HPHUJLQJ JURZWK LQGXVWULHV ZKR PDGH SUHVHQWDWLRQV

WR LQVWLWXWLRQDO LQYHVWPHQW SURIHVVLRQDOV� 6XFK FRQIHUHQFHV XVXDOO\ IRFXV RQ WKH FRPSDQLHV


RSHUDWLRQV DQG IXWXUH SODQV DQG LV IROORZHG E\ DQ DFWLYH TXHVWLRQ DQG DQVZHU VHVVLRQ�

q &RQIHUHQFHV DUUDQJHG E\ nUPV� )LUPV KROG VSHFLDO FRQIHUHQFHV WR IRFXV DQDO\VWV
 DWWHQWLRQ
RQ D VSHFLDO EXVLQHVV VHJPHQW RI WKH nUP� )RU H[DPSOH� 'XSRQW
V /LIH 6FLHQFHV &RQIHUHQFH

LQ $XJXVW ����� IRFXVHG RQ WKH UROH RI WKHLU /LIH 6FLHQFHV EXVLQHVVHV� 7KH FRQIHUHQFH SUHVHQ�

WDWLRQV� E\ WKH &(2 DQG VHQLRU PDQDJHPHQW� LQFOXGHG D GHVFULSWLRQ RI WKH nUP
V SLSHOLQH RI

SURGXFWV DQG 5	' HmRUWV�

q )LQDQFLDO UHSRUWV DQG FRQIHUHQFH FDOOV� ,W LV D URXWLQH SUDFWLFH IRU nUPV WR DUUDQJH D FRQIHUHQFH
WR GLVFXVV WKHLU ODWHVW TXDUWHUO\ nQDQFLDO VWDWHPHQWV� :H DOVR IRXQG WKDW FRPSDQLHV LQ WKH

VDPH LQGXVWU\ WHQG WR KDYH WKHVH PHHWLQJV ZLWKLQ D VKRUW SHULRG RI RQH DQRWKHU� )RU H[DPSOH�

%XUOLQJWRQ 1RUWKHUQ 6DQWD )H� &DQDGLDQ 1DWLRQDO� &6;� 1RUIRON 6RXWKHUQ� DQG 8QLRQ 3DFLnF�

DOO KHOG WKHLU PHHWLQJV LQ -DQXDU\� ����� LQ 1HZ <RUN� WR GLVFXVV WKHLU nQDQFLDO UHVXOWV IRU

����� ,QYHVWRUV FDQ DOVR OLVWHQ LQ DW WKHVH PHHWLQJV YLD D FRQIHUHQFH FDOO LI WKH\ DUH XQDEOH WR

DWWHQG WKH PHHWLQJV� 7KH HPSKDVLV GXULQJ WKHVH PHHWLQJV LV RQ WKH nQDQFLDO UHVXOWV� KRZHYHU

WKH nUPV FDSLWDO H[SHQGLWXUH SURMHFWLRQV DQG SODQV DOVR UHFHLYH VFUXWLQ\�

q ,QYHVWRU UHODWLRQV� 0DQ\ nUPV UXQ DFWLYH LQYHVWRU UHODWLRQV GHSDUWPHQWV� 'LUHFWRUV RI LQYHVWRU
UHODWLRQV UHSRUW WKDW LW LV URXWLQH IRU LQYHVWRUV WR FRQWDFW WKHP IRU LQIRUPDWLRQ DQG WKDW WKH\

PRVWO\ UHDFW WR TXHULHV DQG UHTXHVWV UDWKHU WKDQ LQLWLDWH FRQWDFWV ZLWK VKDUHKROGHUV RQ WKHLU

RZQ� )RU H[DPSOH� DQ LQYHVWRU ZRXOG EH SODFHG RQ D PDLOLQJ OLVW RQO\ LI WKH\ DVN WR EH

LQFOXGHG� ,QYHVWRU UHODWLRQV GHSDUWPHQW DOVR WUDFN WKHLU nUP
V RZQHUVKLS VWUXFWXUH DQG NQRZ

WKHLU PDMRU VKDUHKROGHUV�

��



$SSHQGL[ %� 3URRI RI 3URSRVLWLRQ �

:LWK QR LQIRUPDWLRQ DV\PPHWU\� WKH PDUNHW YDOXH RI WKH nUP LV HTXDO WR LWV WUXH YDOXH� L�H�

9 �tI � o�� o��  i�tI � o�� o��� 7KH PDQDJHU
V FRPSHQVDWLRQ JLYHQ LQ (TXDWLRQ ��� LV PD[LPL]HG

ZKHQ i�t� o�� o�� LV PD[LPL]HG�

7KH UHWXUQ RQ WKH ORQJ�WHUP SURMHFW LV S DQG WKDW RQ WKH VKRUW�WHUP SURMHFW LV T� 7KH YDOXH RI WKH

nUP FRQGLWLRQDO RQ WKH PDQDJHU LQYHVWLQJ LQ WKH VKRUW�WHUP SURMHFW� i�tMV� T�  ���T�,� 7KH YDOXH

RI WKH nUP FRQGLWLRQDO RQ WKH PDQDJHU LQYHVWLQJ LQ WKH ORQJ�WHUP SURMHFW� i�tMO� S�  ���S�,� 7KH

YDOXH PD[LPL]LQJ LQYHVWPHQW SROLF\ LV� WKHUHIRUH� WR LQYHVW LQ WKH ORQJ�WHUP SURMHFW LI S ! T DQG

LQYHVW LQ WKH VKRUW�WHUP SURMHFW LI S � T� 4�(�'�

$SSHQGL[ &� 3URRI RI &RUROODU\ �$

7KH XQFRQGLWLRQDO H[SHFWHG YDOXH RI WKH nUP DW W  � ZKHQ WKH PDQDJHU LQYHVWV , DFFRUGLQJ WR

LQYHVWPHQW SROLF\ tI LV�
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8QGHU IXOO LQIRUPDWLRQ� WKH PDUNHW YDOXH RI WKH nUP DQG LWV WUXH YDOXH DUH LGHQWLFDO� (TXDWLRQ ����

JLYHV WKH PDQDJHU
V FRPSHQVDWLRQ IRU D SDUWLFXODU S RU T� ,QWHJUDWLQJ RYHU DOO SRVVLEOH YDOXHV RI S

DQG T IRU LQYHVWPHQW SROLF\ tI � WKH PDQDJHU
V H[SHFWHG FRPSHQVDWLRQ LV�
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$SSHQGL[ (� 3URRI RI 3URSRVLWLRQ �

7KH VWUDWHJ\ WKDW WKH PDQDJHU IROORZV LQ FKRRVLQJ EHWZHHQ WKH SURMHFWV KLQJHV RQ WKH SHUFHLYHG

PDUNHW YDOXH RI WKH nUP ZKHQ WKH ORQJ�WHUP SURMHFW� (>9 �tMO�@� LV FKRVHQ� ,Q HTXLOLEULXP� WKH
LQYHVWPHQW SROLF\ DQG VKDUHKROGHUV
 YDOXDWLRQ KDV WR EH PXWXDOO\ FRQVLVWHQW�

/HW nUP YDOXH DW W  � LI WKH PDQDJHU FKRRVHV WKH ORQJ�WHUP SURMHFW EH (>9 �te M O�@  �� � Se�,�

ZKHUH Se GHQRWHV WKH H[SHFWHG UHWXUQ RQ WKH ORQJ�WHUP SURMHFW FRQGLWLRQDO RQ WKH PDQDJHU VHOHFWLQJ

WKH ORQJ�WHUP SURMHFW� 7KH PDQDJHU
V FRPSHQVDWLRQ LI KH FKRRVHV WKH ORQJ�WHUP SURMHFW� LV�

6�te M O�  o��� � Se�, � o��� � S�, ����

,I WKH PDQDJHU LQYHVWV LQ WKH VKRUW�WHUP SURMHFW� FRQGLWLRQDO nUP YDOXH DW W  � LV 9 �te M V�  
�� � T�,� 7KH PDQDJHU
V FRPSHQVDWLRQ LV WKHQ�

6�te M V�  o��� � T�, � o��� � T�, ����

,I 6�te M V� ! 6�te M O�� WKH PDQDJHU ZLOO FKRRVH WKH VKRUW�WHUP SURMHFW� RWKHUZLVH KH ZLOO FKRRVH

WKH ORQJ�WHUP SURMHFW� &RPSDULQJ (TXDWLRQ ���� DQG (TXDWLRQ ���� WKH PDQDJHU ZLOO FKRRVH WKH

VKRUW�WHUP SURMHFW ZKHQ�
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VKRUW�WHUP SURMHFW�
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$SSHQGL[ )� 3URRI RI &RUROODU\ �$

)URP (TXDWLRQ ���� DQG (TXDWLRQ ����� WKH VKRUW�WHUP SURMHFW LV FKRVHQ IRU �S� T� SDLUV VXFK WKDW
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P\RSLF LQ RUGHU WR WDNH DGYDQWDJH RI WKH HDUO\ UHVROXWLRQ RI LQIRUPDWLRQ�

�� m� WKH IUDFWLRQDO KROGLQJ E\ WKH LQVWLWXWLRQ� LV GHWHUPLQHG E\ LWV HTXLOLEULXP SRUWIROLR DOORFDWLRQ� 5LVN VKDULQJ

FRQVLGHUDWLRQV GLFWDWH WKDW WKH LQVWLWXWLRQ ZLOO QRW KROG DOO WKH VKDUHV RI WKH nUP� 6HH $GPDWL� 3oHLGHUHU DQG

=HFKQHU ������ IRU D GLVFXVVLRQ RI WKH HmHFW RI LQVWLWXWLRQDO PRQLWRULQJ RQ LWV SRUWIROLR DOORFDWLRQ�

�� :LWK WKH UHFHQW UHOD[DWLRQ LQ WKH 6(& UXOHV JRYHUQLQJ H[FKDQJH RI LQIRUPDWLRQ DPRQJ LQVWLWXWLRQDO VKDUHKROG�

HUV� YDULRXV LQVWLWXWLRQDO VKDUHKROGHUV FDQ VKDUH LQ PRQLWRULQJ FRVWV� 7KH WKUHVKROG m IRU LQVWLWXWLRQDO LQYHVWRUV
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LV SODXVLEOH WR FRQVLGHU WKH ODUJHVW RI WKH LQVWLWXWLRQDO VKDUHKROGHUV DV RQH EORFN IRU PRQLWRULQJ SXUSRVHV�
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DQG 7,$$�&5()� IRU WKH LQIRUPDWLRQ WKH\ SURYLGHG DQG IRU PDQ\ XVHIXO GLVFXVVLRQV�
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Figure 1 : The Time Line and Project Parameters
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Figure 2 : Investment Decision Under Full Information

This �gure illustrates the investment decision under full information when p and q are known to all shareholders.

The manager will invest in the long-term project when q < p and in the long-term project when q > p. The shaded

area in the �gure represents values of p and q for which the manager invests in the long-term project.
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Figure 3 : Investment Decision Under Asymmetric Information

This �gure illustrates the investment decision by a manager, who is privately informed about project parameters p

and q, as per the equilibrium investment policy ��. The equilibrium expected market value of the �rm conditional

on the manager choosing the long-term project E[V (�� j l)] = (1 + p�)I, where p� is given by Equation (35). The

manager invests in the long-term project when q < F (p�; p) and in the short-term project when q > F (p�; p), where

F (p�; p) is given by Equation (4). For all values of p, the manager invests in the long-term project when q < q1

and in the short-term project when q > q2. The shaded areas represent values of p and q for which the manager

invests suboptimally. When 0 = 0:0045, 1 = 0:0015, and I = 500, then q1 = :405, q2 = :655, p� = 0:54 and

E[V (��; 0; 1)] = 821:4.

q1 p� q2 10

q

p�

1

0

p

q = probability of high return on the short-term project

p = probability of a high return on the long-term project

Manager underinvests in

the long-term project

and overinvests in the

short-term project

Manager

overinvests in the

long-term project

and underinvests in

the short-term project

q < F (p�; p)

Manager invests in

long-term project

F (p�; p) -

q > F (p�; p)

Manager invests in

short-term project

39
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Figure 5 : Setting 
opt
0

, the optimal level of 0

This �gure illustrates the decision rule that shareholders will follow for choosing the optimal level of 0 in the

managerial compensation contract, i.e. setting 
opt
0

, subject to the constraint that 0 > 
Min
0 . 

i
0 is the cut-

o� level of 0 above which the institution is willing to monitor the manager, with his cooperation, and is given

by Equation (13). 
m
0 is the cut-o� level of 0 above which the manager is willing to cooperate and is given by

Equation (14). Min
0 > 0 is the minimum admissible value of 0 and represents the level of agency problems in our

framework. opt
1

corresponding to the optimal level opt
0

is set according to Proposition 5.
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