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7KLV DUWLFOH RIIHUV D QHZ DQG FRPSHOOLQJ UHDVRQ WR PDNH
DOO WUDGLQJ EDVHG RQ LQVLGH LQIRUPDWLRQ LOOHJDO�

7KH YDOXH UHDOL]HG E\ WUDGLQJ RQ LQVLGH LQIRUPDWLRQ LV
XQXVXDO LQ WZR UHVSHFWV� )LUVW� LQVLGH LQIRUPDWLRQ LV SURGXFHG DW
OLWWOH RU QR LQFUHPHQWDO FRVW DQG LV QHYHUWKHOHVV TXLWH YDOXDEOH�
6HFRQG� SURILWV PDGH IURP WUDGLQJ RQ LQVLGH LQIRUPDWLRQ FRPH
ODUJHO\ DW WKH H[SHQVH RI RWKHUV� :KHQ WKH YDOXH RI VRPHWKLQJ
H[FHHGV WKH FRVW WR SURGXFH LW� D UDFH WR FDSWXUH WKH UHVXOWLQJ
VXUSOXV LV ERWK KDUG WR DYRLG DQG ZDVWHIXO� 6LPLODUO\� UHVRXUFHV
VSHQW WR WDNH VRPHWKLQJ RI YDOXH IURP VRPHRQH HOVH DUH ZDVWHG
IURP D VRFLDO ZHOIDUH SHUVSHFWLYH� 7KXV� ERWK DW LWV VRXUFH DQG LQ
LWV XVH� LQVLGH LQIRUPDWLRQ LQYLWHV ZDVWHIXO FRPSHWLWLRQ� $ ODZ
SURKLELWLQJ DOO WUDGLQJ RQ LQVLGH LQIRUPDWLRQ LV WKH EHVW ZD\ WR
DYRLG WKLV ZDVWHIXO FRPSHWLWLRQ�

7KH DQDO\VLV RI WKH OLQNV EHWZHHQ ZDVWHIXO FRPSHWLWLRQ DQG
DQ RXWULJKW EDQ RQ LQVLGHU WUDGLQJ EHJLQV� DV PDQ\ DUJXPHQWV
LQYROYLQJ HFRQRPLF DFWLYLW\ GR� ZLWK $GDP 6PLWK� $GDP 6PLWK
REVHUYHV LQ 7KH :HDOWK RI 1DWLRQV� ´>Z@H GRQ·W H[SHFW RXU GLQQHU
IURP WKH EHQHYROHQFH RI WKH EXWFKHU� EUHZHU� RU EDNHU EXW IURP
WKHLU UHJDUG IRU WKHLU RZQ LQWHUHVW�µ� 6PLWK·V VWDWHPHQW FDSWXUHV
SHUKDSV WKH PRVW LPSRUWDQW LQVLJKW IURP WKH VWXG\ RI

� 0LFKDHO '� *XWWHQWDJ� 3URIHVVRU RI /DZ� /R\ROD /DZ 6FKRRO /RV $QJHOHV� ���
$OEDQ\ 6WUHHW� /RV $QJHOHV� &DOLIRUQLD ������ 7KLV $UWLFOH KDV EHQHILWHG IURP FRPPHQWV
UHFHLYHG LQ ZRUNVKRS SUHVHQWDWLRQV WR WKH $PHULFDQ /DZ DQG (FRQRPLFV $VVRFLDWLRQ� WKH
&DQDGLDQ /DZ DQG (FRQRPLFV $VVRFLDWLRQ� DQG WKH 1DWLRQDO %XVLQHVV /DZ 6FKRODUV
&RQIHUHQFH� DQG SURYLGHG E\ -RKQ $QGHUVRQ� %HQMDPLQ %ODFN� -LOO )LVFK� 9LFWRU
)OHLVFKHU� -RDQ +HPLQZD\� &ULVWLQD /DQJ� 'RQQD 1DJ\� )UDQN 3DUWQR\� (OL]DEHWK
3ROOPDQ� $GDP 3ULWFKDUG� *DEULHO 5DWXHUEHUJ� 5RU\ 9DQ /RR� DQG $QGUHZ 9HUVWHLQ�
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Rʦ ʧRRGʬ UHʬʥʮHG Dʭ ʬHDʠ�� 3RʬQHU RʤʬHUYHʬ ʭʨDʭ D UʮOH UHGʮʥLQʧ ʭʨH
ʪD\Rʮʭ ʭR ʭʨH ʬDOYRU ʨDʬ ʭʨH HʦʦHʥʭ Rʦ UHGʮʥLQʧ ZDʬʭH ʤ\ ORZHULQʧ
ʭʨH LQʥHQʭLYH ʬDOYRUʬ ʨDYH ʭR ʤH ʭʨH ʦLUʬʭ ʭR ʥDʪʭʮUH ʭʨH ʬʮUʪOʮʬʠ
3RʬQHU QLʥHO\ ʥRQʥOʮGHʬ ʭʨDʭ ˠʭʨH GHQLDO Rʦ D ʪURʪHUʭ\ ULʧʨʭ ʥDQ ʤH
Dʬ ʩʮʥʨ DQ HʥRQRʩL˅LQʧ GHYLʥH Dʬ ʭʨH ʥUHDʭLRQ Rʦ RQHʠˡ��

ʿʨH ʬHʥRQG ʬLʭʮDʭLRQ ZʨHUH ʭʨHUH Lʬ D ʪURʤOHʩ Rʦ ʭRR ʩʮʥʨ
ʥRʩʪHʭLʭLRQ ʭʨDʭ Lʬ HʬʪHʥLDOO\ UHOHYDQʭ ʭR ʭʨH DQDO\ʬLʬ Rʦ LQʬLGHU
ʭUDGLQʧ ʪROLʥ\ DULʬHʬ ZʨHQ RQH ʪDUʭ\˞ʬ ʧDLQʬ ʥRʩH Dʭ ʭʨH HʯʪHQʬH Rʦ
DQRʭʨHUʠ 5HʬRʮUʥHʬ ʬʪHQʭ ʭR ʭDNH ʬRʩHʭʨLQʧ Rʦ YDOʮH ʦURʩ ʬRʩHRQH
HOʬH ʝRU ZʨHQ ʪOD\LQʧ D ˅HURʟʬʮʩ ʧDʩH LQ ʭʨH ODQʧʮDʧH Rʦ ʧDʩH
ʭʨHRU\ʞ DUH OLNHO\ ʭR ʤH ZDʬʭHG ʦURʩ D ʬRʥLDO ZHOʦDUH ʪHUʬʪHʥʭLYHʠ��
ʣʧDLQ� ʭʨLʬ Lʬ D ʪURʤOHʩ ʭʨDʭ ʭʨH ODZ ʥDQ DGGUHʬʬʠ ʿʮOORʥN� ʦRU
HʯDʩʪOH� DUʧʮHʬ ʭʨDʭ ʭʨHʦʭ Lʬ RʮʭODZHG LQ DOʩRʬʭ DOO ʬRʥLHʭLHʬ ʭR
DYRLG ʪUHʥLʬHO\ ʭʨLʬ ʭ\ʪH Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʷ

˃/˄DUʧH UHʬRʮUʥHʬ ʩD\ ʤH LQYHʬʭHG LQ DʭʭHʩʪʭLQʧ ʭR ʩDNH RU ʪUHYHQʭ
ʭUDQʬʦHUʬʠ ʿʨHʬH ODUʧHO\ RʦʦʬHʭʭLQʧ ʥRʩʩLʭʩHQʭʬ Rʦ UHʬRʮUʥHʬ DUH
ʭRʭDOO\ ZDʬʭHG ʦURʩ ʭʨH ʬʭDQGʪRLQʭ Rʦ ʬRʥLHʭ\ Dʬ D ZʨROHʠ ʿʨLʬ OHʬʬRQ
ʨDʬ ʤHHQ OHDUQHG ʤ\ DOʩRʬʭ DOO ʬRʥLHʭLHʬ ʭʨDʭ ʨDYH DGRʪʭHG D ʥROOHʥʭLYH
ʩHʭʨRG Rʦ UHGʮʥLQʧ ʭʨLʬ ʬRUʭ Rʦ LQʥRʩH ʭUDQʬʦHUʠ ʿʨLʬ ʥROOHʥʭLYH
ʪURʥHGʮUH ˃Lʬ˄ ODZʬ DʧDLQʬʭ ʭʨHʦʭ DQG ʪROLʥH DQG ʥRʮUʭʬ ʭR HQʦRUʥH
ʭʨHʩ ʠ ʠ ʠ ʠ��

ʿʨH GLʬʥʮʬʬLRQ ʭʨʮʬ ʦDU UHYLHZʬ ʨRZ ʥRʩʪHʭLʭLRQ� ZʨLOH
ZHOʦDUHʟHQʨDQʥLQʧ LQ ʩDQ\ ʬLʭʮDʭLRQʬ� ʥDQ ZDʬʭH UHʬRʮUʥHʬ
ʮQGHU ʭZR ʥRQGLʭLRQʬʷ ʝ�ʞ ZʨHQ ʥRʩʪHʭLQʧ ʦRU D ʬʮUʪOʮʬ� DQG ʝ�ʞ
ZʨHQ ʥRʩʪHʭLQʧ ʦRU D ʪUL˅H Rʦ ʦLʯHG YDOʮHʠ ,ʩʪRUʭDQʭO\� DQG QRʭ
ʪUHYLRʮʬO\ ʨLʧʨOLʧʨʭHG� LQʬLGH LQʦRUʩDʭLRQ Dʭ ʤRʭʨ Lʭʬ ʬRʮUʥH DQG
LQ Lʭʬ ʮʬH LQYROYHʬ ʬLʭʮDʭLRQʬ LQ ZʨLʥʨ ʮQʦHʭʭHUHG ʥRʩʪHʭLʭLRQ Lʬ
OLNHO\ ʭR ZDʬʭH UHʬRʮUʥHʬʠ

,QʬLGH LQʦRUʩDʭLRQ Lʬ OLNHO\ ʭR ʭULʧʧHU ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ Dʭ Lʭʬ ʬRʮUʥH ʤHʥDʮʬH LQʬLGH LQʦRUʩDʭLRQ Lʬ ʪURGʮʥHG
Dʭ OLʭʭOH RU QR LQʥUHʩHQʭDO ʥRʬʭ DQG Lʬ QHYHUʭʨHOHʬʬ ʫʮLʭH

�� ʿʨH ODZ Rʦ ʬDOYDʧH� ZʨLʥʨ GDʭHʬ ʤDʥN ʭR DQʭLʫʮLʭ\� ʪURYLGHʬ ʭʨDʭ ˠʪHUʬRQʬ ʤ\
ZʨRʬH YROʮQʭDU\ DʬʬLʬʭDQʥH D ʬʨLʪ Dʭ ʬHD RU ʨHU ʥDUʧR RU ʤRʭʨ ʨDYH ʤHHQ ʬDYHGˡ UHʥHLYHʬ�
Lʦ DQG RQO\ Lʦ ʭʨH UHʬʥʮH Lʬ ʬʮʥʥHʬʬʦʮO� DQ DʩRʮQʭ ʬRʩHZʨDʭ ʧUHDʭHU ʭʨDQ ʭʨH ʥRʬʭ Rʦ
UHʬʥʮH� ʤʮʭ QRʭ QHʥHʬʬDULO\ ʭʨH ʭRʭDO YDOʮH Rʦ ʭʨH ʥDUʧR UHʬʥʮHGʠ ,ʦ ʭʨHUH Lʬ YDOʮH
UHʩDLQLQʧ DʦʭHU ʭʨH ʬDOYHU ʨDʬ ʤHHQ ʥRʩʪHQʬDʭHG� ʭʨDʭ ʬʮUʪOʮʬ ʧRHʬ ʭR ʭʨH RULʧLQDO RZQHU
Rʦ ʭʨH ʪURʪHUʭ\ʠ �ʣ %(1(ʺ,ʹʿ 21 ʣʺ0,5ʣ/ʿ< ˑˑ �� ��ʶ˟ʵʵ ʝ0DUʭLQ ʽʠ 1RUULʬ HGʠ� ʡʭʨ HGʠ
�ʢʢʡʞ ʝʥLʭDʭLRQʬ RʩLʭʭHGʞʸ *5ʣ1ʿ *,/025( ʳ ʹʼʣ5/(6 /ʠ %/ʣʹʾ� ʽ5ʠ� ʿʼ( /ʣˀ 2ʻ
ʣʺ0,5ʣ/ʿ< ʶʶʢ˟ʡʵ ʝ�QG HGʠ �ʢʡʶʞʠ ʻRU D GLʬʥʮʬʬLRQ Rʦ ʭʨH ʪUHʥHGHQʭʬ LQ DQʭLʫʮLʭ\ ʦRU
ʭʨLʬ UʮOH� ʬHH �ʣ %(1(ʺ,ʹʿ 21 ʣʺ0,5ʣ/ʿ< VXSUD QRʭH ��� Dʭ ˑ �ʠ

�� 6HH 3261(5� VXSUD QRʭH �� Dʭ ʵʡʠ
�� ,Q ʧDʩH ʭʨHRU\ DQG HʥRQRʩLʥ ʭʨHRU\� D ˅HURʟʬʮʩ ʧDʩH Lʬ D ʩDʭʨHʩDʭLʥDO

UHʪUHʬHQʭDʭLRQ Rʦ D ʬLʭʮDʭLRQ LQ ZʨLʥʨ HDʥʨ ʪDUʭLʥLʪDQʭ˞ʬ ʧDLQ RU ORʬʬ Rʦ ʮʭLOLʭ\ Lʬ HʯDʥʭO\
ʤDODQʥHG ʤ\ ʭʨH ORʬʬHʬ RU ʧDLQʬ Rʦ ʭʨH ʮʭLOLʭ\ Rʦ ʭʨH RʭʨHU ʪDUʭLʥLʪDQʭʬʠ ʺ28*/ʣ6 %ʣ,5ʺ ʳ
52%(5ʿ *(5ʿ1(5� *ʣ0( ʿʼ(25< ʣ1ʺ ʿʼ( /ʣˀ ��ʡ ʝ�ʢʢʵʞʠ

�� *RUGRQ ʿʮOORʥN� 7KH :HOIDUH &RVWV RI 7DULIIV� 0RQRSROLHV� DQG 7KHIW� ʶ ˀʠ
(ʹ21ʠ ʽʠ ��ʵ� ��� ʝ�ʢ�ʡʞʠ
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YDOXDEOH��� 6RPHWKLQJ RI YDOXH WKDW FDQ EH SURGXFHG DW OLWWOH RU
QR FRVW FUHDWHV D VXUSOXV� DQG WKH H[LVWHQFH RI D VXUSOXV LQYLWHV
ZDVWHIXO FRPSHWLWLRQ� MXVW DV ZKHQ D VKLS ZLWK YDOXDEOH
PHUFKDQGLVH RQ ERDUG LV ORVW DW VHD� ,QVLGH LQIRUPDWLRQ LV DOVR
OLNHO\ WR WULJJHU ZDVWHIXO FRPSHWLWLRQ ZKHQ XVHG IRU D WUDGLQJ
DGYDQWDJH LQ VHFXULWLHV PDUNHWV��� 3URILWV JHQHUDWHG E\ WUDGLQJ
RQ LQVLGH LQIRUPDWLRQ FRPH DOPRVW H[FOXVLYHO\ DW WKH H[SHQVH RI
RWKHUV� DQG FRPSHWLWLRQ LQ WKLV NLQG RI D ]HUR�VXP JDPH
LQHYLWDEO\ ZDVWHV UHVRXUFHV�

7KH REVHUYDWLRQ WKDW LQVLGHU WUDGLQJ LQYLWHV ZDVWHIXO
FRPSHWLWLRQ ERWK DW LWV VRXUFH DQG LQ LWV XVH SURYLGHV D QHZ DQG
FRPSHOOLQJ UHDVRQ WR SURKLELW DOO WUDGLQJ EDVHG RQ LQVLGH
LQIRUPDWLRQ� 7KUHH SROLF\ UDPLILFDWLRQV IROORZ IURP WKLV LQVLJKW�
)LUVW DQG IRUHPRVW� WKH DQDO\VLV KHUH VKRZV WKDW LW LV D PLVWDNH
WR OLPLW DQ LQVLGHU WUDGLQJ SURKLELWLRQ WR VLWXDWLRQV ZKHUH WKHUH
LV HYLGHQFH LQVLGH LQIRUPDWLRQ LV DFTXLUHG LQ D GHFHSWLYH RU
ZURQJIXO PDQQHU� 7KLV PHDQV WKDW ZH QHHG WR FKDQJH LQVLGHU
WUDGLQJ ODZ LQ WKH 8QLWHG 6WDWHV� 7KH OHJDOLW\ RI WUDGLQJ RQ
LQVLGH LQIRUPDWLRQ FXUUHQWO\ KLQJHV RQ ZKHWKHU WKH LQIRUPDWLRQ
LQYROYHG ZDV ZURQJIXOO\ REWDLQHG��� &RQGLWLRQLQJ RI WKH LQVLGHU
WUDGLQJ SURKLELWLRQ RQ KRZ WKH LQVLGH LQIRUPDWLRQ LV REWDLQHG LV
QHFHVVDU\ EHFDXVH WKH LQVLGHU WUDGLQJ SURKLELWLRQ LQ WKH 8QLWHG
6WDWHV LV EDVHG RQ IHGHUDO FRPPRQ ODZ GHWHUPLQDWLRQV RI KRZ WR
DSSO\ DQWLIUDXG VWDWXWHV WR LQVLGHU WUDGLQJ WUDQVDFWLRQV���
0DNLQJ LQVLGHU WUDGLQJ OLDELOLW\ FRQWLQJHQW RQ KRZ LQIRUPDWLRQ
LV REWDLQHG FUHDWHV PDQ\ GRFWULQDO FKDOOHQJHV� VXFK GHWHUPLQLQJ
ZKHQ VRPHRQH ZKR WUDGHV RQ D WLS LV DFWLQJ LQ D VXIILFLHQWO\
GHFHSWLYH PDQQHU WR MXVWLI\ LPSRVLQJ FULPLQDO OLDELOLW\���

,I WKH KDUP FDXVHG E\ LQVLGHU WUDGLQJ LV ZDVWHIXO
FRPSHWLWLRQ� WKHQ DQ LQVLGHU WUDGLQJ SURKLELWLRQ VKRXOG QRW EH
OLPLWHG WR VLWXDWLRQV LQ ZKLFK LQIRUPDWLRQ LV ZURQJIXOO\
REWDLQHG� 7KH EHWWHU DSSURDFK LV WR HQDFW D VLPSOH SURKLELWLRQ
EDVHG RQ WKH QDWXUH DQG VRXUFH RI WKH LQIRUPDWLRQ UDWKHU WKDQ
RQ WKH H[WHQW RI ZURQJGRLQJ LQ WKH PHWKRG E\ ZKLFK WKH
LQIRUPDWLRQ LV DFTXLUHG RU XVHG�,Q WKH WZR PRVW UHFHQW VHVVLRQV

�� 6HH LQIUD 6HFWLRQ ,,�%�
�� 6HH LQIUD 6HFWLRQ ,,�&�
�� 6HH� H�J�� 'RQDOG &� /DQJHYRRUW� ´)LQH 'LVWLQFWLRQVµ LQ WKH &RQWHPSRUDU\ /DZ

RI ,QVLGHU 7UDGLQJ� ���� &2/80� %86� /� 5(9� ���� ��� �������
�� :LWK UHVSHFW WR WKH IHGHUDO FRPPRQ ODZ QDWXUH RI WKH LQVLGHU WUDGLQJ SURKLELWLRQ�

VHH 8QLWHG 6WDWHV Y�:KLWPDQ� ��� )� 6XSS� �G ���� ��� �6�'�1�<� ����� �´'LUNV� DQG LQGHHG DOO
WKH6XSUHPH&RXUW FDVHVGHDOLQJZLWK LQVLGHU WUDGLQJ� KDYH LPSOLFLWO\ DVVXPHG WKDW WKH UHOHYDQW
ILGXFLDU\ GXW\ LV D PDWWHU RI IHGHUDO FRPPRQ ODZ � � � �µ�� $GDP &� 3ULWFKDUG� -XVWLFH /HZLV )�
3RZHOO� -U� DQG WKH &RXQWHUUHYROXWLRQ LQ WKH )HGHUDO 6HFXULWLHV /DZV� �� '8.( /�-� ���� ���
������ �´3RZHOO VDZ5XOH ��E��·V MXULVSUXGHQFH DV D VSHFLHV RI ¶IHGHUDO FRPPRQ ODZ�·µ��

�� 6HH LQIUD 6HFWLRQ 9�%�
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RI &RQJUHVV WKH +RXVH RI 5HSUHVHQWDWLYHV SDVVHG OHJLVODWLRQ WR
UHJXODWH LQVLGHU WUDGLQJ �LQ 'HFHPEHU ���� WKH ,QVLGHU 7UDGLQJ
3URKLELWLRQ $FW RI ���� �,73$ RI ����� DQG LQ 0D\ ���� WKH
,QVLGHU 7UDGLQJ 3URKLELWLRQ $FW �,73$ RI ������ VXJJHVWLQJ WKH
WLPH PD\ EH QRZ IRU IHGHUDO OHJLVODWLRQ LPSOHPHQWLQJ DQ LQVLGHU
WUDGLQJ SURKLELWLRQ LQ WKH 8QLWHG 6WDWHV��� :KLOH WKH ,73$ RI
���� DQG WKH ,73$ RI ���� DUH ZHOFRPH HIIRUWV WR SODFH WKH FULPH
RI LQVLGHU WUDGLQJ RQ D VWDWXWRU\ IRXQGDWLRQ� ERWK ELOOV FRQWLQXH
WKH SUDFWLFH RI RQO\ SURKLELWLQJ WUDGLQJ EDVHG RQ ZURQJIXOO\
DFTXLUHG LQIRUPDWLRQ� ,QVWHDG� OHJLVODWLRQ WKDW EDQV DOO WUDGLQJ
ZKHQ LQ SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ VKRXOG EH HQDFWHG���

$ VHFRQG SROLF\ LPSOLFDWLRQ RI WKH DQDO\VLV KHUH KDV WR GR
ZLWK WKH VR�FDOOHG ´SHUVRQDO EHQHILWµ WHVW HVWDEOLVKHG E\ WKH
6XSUHPH &RXUW LQ WKH FDVH RI 'LUNV Y� 6(&��� 7KH &RXUW LQ 'LUNV
KHOG WKDW D WLS SURYLGHG E\ DQ LQVLGHU ZLOO RQO\ WULJJHU LQVLGHU
WUDGLQJ OLDELOLW\ LI ´WKH LQVLGHU SHUVRQDOO\ ZLOO EHQHILW� GLUHFWO\ RU
LQGLUHFWO\� IURP KLV GLVFORVXUH�µ�� (OVHZKHUH , KDYH DUJXHG WKDW
IHGHUDO VHFXULWLHV VWDWXWHV GR QRW VXSSRUW WKH MXGLFLDO FUHDWLRQ RI
D SHUVRQDO EHQHILW WHVW��� +HUH , REVHUYH WKDW WKH HIIHFW RI WKH
SHUVRQDO EHQHILW WHVW LV WR UHGXFH WKH VFRSH RI WKH LQVLGHU WUDGLQJ
SURKLELWLRQ LQ D ZD\ WKDW GRHV QRWKLQJ WR DPHOLRUDWH WKH ZDVWHIXO
FRPSHWLWLRQ SUREOHPV FUHDWHG E\ LQVLGH LQIRUPDWLRQ� 7KH ILQGLQJV
KHUH� WKHUHIRUH� SURYLGH D SROLF\ UDWLRQDOH LQ VXSSRUW RI WKH 6HFRQG
&LUFXLW·V KROGLQJ LQ ���� LQ 8�6� Y� %ODV]F]DN WKDW D WLSSHU VKRXOG
IDFH OLDELOLW\ IRU LQVLGHU WUDGLQJ HYHQ DEVHQW SURRI WKDW WKH WLSSHU
UHFHLYHG D SHUVRQDO EHQHILW IURP SURYLGLQJ WKH WLS���

$ WKLUG SROLF\ LPSOLFDWLRQ RI WKH DQDO\VLV KHUH KDV WR GR
ZLWK WKH ORQJVWDQGLQJ GHEDWH DERXW ZKHWKHU WR SURKLELW LQVLGHU
WUDGLQJ ZKHQ VRPHRQH LV LQ SRVVHVVLRQ RI PDWHULDO QRQSXEOLF
LQIRUPDWLRQ� RU WR RQO\ SURKLELW LQVLGHU WUDGLQJ ZKHQ VRPHRQH
FDQ EH VKRZQ WR DFWXDOO\ XVH WKH PDWHULDO QRQSXEOLF LQIRUPDWLRQ
IRU WUDGLQJ SXUSRVHV��� ,I WKH SUREOHP DQ LQVLGHU WUDGLQJ
SURKLELWLRQ LV GHVLJQHG WR DGGUHVV LV ZDVWHIXO FRPSHWLWLRQ� WKH
ODZ VKRXOG GLVDOORZ WUDGLQJ ZKHQHYHU VRPHRQH LV LQ SRVVHVVLRQ

�� 7KH ,73$ RI ���� ZDV SDVVHG E\ WKH +RXVH ZLWK D YRWH RI ��� \HDV DQG �� QD\V
RQ 'HFHPEHU �� ����� ���&21*�5(&� +����²+���� ������� 7KH ,73$ RI ���� ZDV SDVVHG E\
WKH +RXVH XQGHU D VXVSHQVLRQ RI WKH UXOHV RQ 0D\ ��� �����

�� 6HH LQIUD 6HFWLRQ 9�$�
�� 'LUNV Y� 6(&� ��� 8�6� ���� ��� �������
�� ,G� DW ����
�� 0LFKDHO '� *XWWHQWDJ� 6HOHFWLYH 'LVFORVXUH DQG ,QVLGHU 7UDGLQJ� �� )/$� /�

5(9� ���� ���²�� ������ >KHUHLQDIWHU� *XWWHQWDJ� 6HOHFWLYH 'LVFORVXUH@�
�� 8QLWHG 6WDWHV Y� %ODV]F]DN� ��� )��G ��� �� ��G &LU� ������6HH LQIUD 6HFWLRQ 9�%�
�� 7KLV LV WKH VR�FDOOHG ´SRVVHVVLRQ�XVHµ RU ´DZDUHQHVV�XVHµ GHEDWH� 67(3+(1

0� %$,1%5,'*(� ,16,'(5 75$',1*� /$: $1' 32/,&< ��²�� ������� $QGUHZ 9HUVWHLQ�
0L[HG0RWLYH ,QVLGHU 7UDGLQJ� ��� ,2:$/�5(9� ����� ���� ������ >KHUHLQDIWHU� 9HUVWHLQ�
0L[HG 0RWLYH ,QVLGHU 7UDGLQJ@�
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Rʦ LQʬLGH LQʦRUʩDʭLRQʠ 3URʨLʤLʭLQʧ ʭUDGLQʧ RQO\ ZʨHQ LQʬLGH
LQʦRUʩDʭLRQ Lʬ ʮʬHG Lʬ ʤRʭʨ ʩRUH ʪHUʩLʬʬLYH DQG D ʩRUH
HʯʪHQʬLYH UʮOH ʭR LʩʪOHʩHQʭʠ ,ʦ ʭʨH ʧRDO Lʬ ʭR DYRLG ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ� ʭʨHUH Lʬ QR RʦʦʬHʭʭLQʧ ʤHQHʦLʭ ʦURʩ LQʥʮUULQʧ ʭʨH
HʯʪHQʬH Rʦ ʭʨLʬ DGGLʭLRQDO ʭHʬʭ ʭR GHʭHUʩLQH ZʨHʭʨHU ʭʨH LQʬLGHU
ʤRʭʨ ʪRʬʬHʬʬHG DQG ʮʬHG ʭʨH LQʬLGH LQʦRUʩDʭLRQʠ��

%HʦRUH ʪURʥHHGLQʧ ʭR ʭʨH ʦʮOO DQDO\ʬLʬ� ʭʨHUH DUH ʭZR
DGGLʭLRQDO ʫʮHʬʭLRQʬ ZRUʭʨ DGGUHʬʬLQʧ LQ ʭʨLʬ ,QʭURGʮʥʭLRQʠ ʻLUʬʭ�
Zʨ\ ʨDʬ ʬʮʥʨ D ʬʭUDLʧʨʭʦRUZDUG ʰʮʬʭLʦLʥDʭLRQ ʦRU ʪURʨLʤLʭLQʧ
LQʬLGHU ʭUDGLQʧ UHʥHLYHG ʬR OLʭʭOH DʭʭHQʭLRQ LQ ʭʨH YDʬʭ ʬʥʨRODUʬʨLʪ
RQ LQʬLGHU ʭUDGLQʧˍ�ʡ 6HʥRQG� Zʨ\ GRHʬ ʭʨH ʧRYHUQʩHQʭ QHHG ʭR
LQʭHUYHQH ZʨHQ ʭʨH ʪDUʭLHʬ LQYROYHG ʨDYH DQ LQʥHQʭLYH ʭR ZRUN
DʩRQʧ ʭʨHʩʬHOYHʬ ʭR DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQˍ

ʿʨH DQʬZHU ʭR ʭʨH ʦLUʬʭ ʫʮHʬʭLRQ� Zʨ\ ʭʨH ʭRʪLʥ Rʦ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʨDʬ UHʥHLYHG ʬR OLʭʭOH DʭʭHQʭLRQ� Lʬ ʭʨDʭ ʭʨLʬ RYHUʬLʧʨʭ
Lʬ ʬ\ʩʪʭRʩDʭLʥ Rʦ D ODUʧHU ʪURʤOHʩʠ ʿʨH HʥRQRʩLʥ DQDO\ʬLʬ Rʦ OHʧDO
UʮOHʬ DOʩRʬʭ DOZD\ʬ ʬʭDUʭʬ ZLʭʨ ʭʨH ʪUHʬʮʩʪʭLRQ ʭʨDʭ ʮQʦHʭʭHUHG
ʥRʩʪHʭLʭLRQ Lʬ D ʧRRG ʭʨLQʧʠ ʣʬ D UHʬʮOʭ� ʭʨH ʫʮHʬʭLRQ Rʦ ʨRZ OHʧDO
UʮOHʬ ʥDQ UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ DQG HQʥRʮUDʧH HʦʦLʥLHQʭ
ʬʨDULQʧ Lʬ ʮQGHUHʯʪORUHG Dʬ D ʧHQHUDO ʩDʭʭHUʠ��

0RUH ʬʪHʥLʦLʥDOO\� ʭʨRʬH DʪʪO\LQʧ HDʥʨ Rʦ ʭʨH ʭʨUHH
ʪDUDGLʧʩʬ UHOLHG ʮʪRQ ʭR DQDO\˅H LQʬLGHU ʭUDGLQʧ ʪROLʥ\˝HʦʦLʥLHQʥ\
DQDO\ʬLʬ� ʦDLUQHʬʬ DQDO\ʬLʬ� DQG ʪURʪHUʭ\ DQDO\ʬLʬ˝ʨDYH DOʩRʬʭ
ʥRʩʪOHʭHO\ LʧQRUHG ʭʨH ʪURʤOHʩ Rʦ ʭRR ʩʮʥʨ ʥRʩʪHʭLʭLRQʠ (ʦʦLʥLHQʥ\
DQDO\ʬLʬ YLHZʬ ODZ Dʬ D ʭRRO ʭR ʩDʯLʩL˅H ʬRʥLDO ZHOʦDUH DQG
ʪURYLGHʬ D ʮʬHʦʮO OHQʬ ʦRU DQDO\˅LQʧ D ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
ʪURʤOHʩʠ�ʢ ʼRZHYHU� Dʬ LQ RʭʨHU GRʩDLQʬ� ʭʨRʬH ʮʬLQʧ HʦʦLʥLHQʥ\
DQDO\ʬLʬ ʭR HYDOʮDʭH LQʬLGHU ʭUDGLQʧ ʪROLʥ\ ʨDYH ʦDLOHG ʭR DGGUHʬʬ
ʭʨH ʥRʬʭʬ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ�� ʻDLUQHʬʬ DQDO\ʬLʬ HYDOʮDʭHʬ
ZʨHQ ʭʨH ʭHUʩʬ Rʦ D ʭUDQʬDʥʭLRQ ʥRʩʪRUʭ ZLʭʨ HʭʨLʥDO QRʭLRQʬ Rʦ ʦDLU
GHDOLQʧʠ�� ʿʨRʬH ZʨR ʮʬH ʦDLUQHʬʬ DQDO\ʬLʬ ʭR HYDOʮDʭH LQʬLGHU
ʭUDGLQʧ ODZ ʩLʬʭDNHQO\ LʧQRUH ʭʨH HʭʨLʥDO ʥRQʥHUQʬ UDLʬHG ʤ\

�� 6HH LQIUD 6HʥʭLRQ 9ʠʹʠ
�ʡ ʿʨHDʩRʮQʭRʦ ʬʥʨRODUO\GLʬʥRʮUʬH RQ LQʬLGHU ʭUDGLQʧ LʬʫʮLʭH HʯʭUDRUGLQDU\ʠʣʩRQʧ

ʭʨH ʭUHDʭLʬHʬ GHGLʥDʭHG ʭR ʭʨH ʬʮʤʰHʥʭ� ʬHH ʧHQHUDOO\ 5ʣ/3ʼ ʹʠ ʻ(55ʣ5ʣ� ʺ211ʣ 0ʠ 1ʣ*<� ʳ
ʼ(5%(5ʿ ʿʼ20ʣ6� ʻ(55ʣ5ʣ 21 ,16,ʺ(5 ʿ5ʣʺ,1* ʣ1ʺ ʿʼ( ˀʣ// ʝ����ʞʸ ʺ21ʣ/ʺ ʹʠ
/ʣ1*(9225ʿ� ,16,ʺ(5 ʿ5ʣʺ,1*ʷ 5(*8/ʣʿ,21� (1ʻ25ʹ(0(1ʿ� ʣ1ʺ 35(9(1ʿ,21 ʝ���ʢʞʸ
ˀ,//,ʣ0ʾʠ6ʠˀʣ1*ʳ0ʣ5ʹ/ʠ6ʿ(,1%(5*� ,16,ʺ(5ʿ5ʣʺ,1* ʝ����ʞʠ

�� 6HH JHQHUDOO\ 0LʥʨDHO ʺʠ *ʮʭʭHQʭDʧ� /DZ DQG 6XUSOXV� 2SSRUWXQLWLHV 0LVVHG�
���ʢ8ʿʣʼ/ʠ5(9ʠ��ʡ ʝ���ʢʞ ˃ʨHUHLQDʦʭHU� *ʮʭʭHQʭDʧ�2SSRUWXQLWLHV0LVVHG˄ ʝHʯʪODLQLQʧZʨ\
OHʧDO ʬʥʨRODUʬ ʨDYH ʩLʬʭDNHQO\ LʧQRUHG ʭʨH LʩʪRUʭDQʭ UROH ʭʨDʭ ODZ ʥDQ ʪOD\ LQ DʬʬʮULQʧ ʭʨDʭ
ʬʮUʪOʮʬ UHʬRʮUʥHʬ DUH ʬʨDUHG ʦDLUO\ DQG HʦʦLʥLHQʭO\ʞʠ

�ʢ 6HH LQIUD 6HʥʭLRQ ,,,ʠʣʠ
�� ʻRU OLʩLʭHG HʯʥHʪʭLRQʬ ZʨHUH ʭʨRʬH ʥDUU\LQʧ Rʮʭ HʦʦLʥLHQʥ\ DQDO\ʬLʬ GR

ʥRQʬLGHU ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ� ʬHH LQIUD 6HʥʭLRQʬ ,,,ʠʣʠ�ʠDʠ˟ʤʠ
�� 6HH LQIUD 6HʥʭLRQ ,,,ʠ%ʠ
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VLWXDWLRQV LQYROYLQJ ZDVWHIXO FRPSHWLWLRQ��� )LQDOO\� WKRVH ZKR XVH
SURSHUW\ DQDO\VLV WR HYDOXDWH LQVLGHU WUDGLQJ ODZ KDYH LJQRUHG WKH
DGPRQLWLRQ RI 3RVQHU WKDW VRPHWLPHV WKH GHQLDO RI D SURSHUW\ ULJKW
LV WKH EHVW DSSURDFK IURP DQ HFRQRPLF HIILFLHQF\ SHUVSHFWLYH��� ,Q
VXPPDU\� IRU D KRVW RI UHDVRQV GHWDLOHG EHORZ� VFKRODUVKLS RQ
LQVLGHU WUDGLQJ KDV IDLOHG WR DGGUHVV WKH FHQWUDO HFRQRPLF SUREOHP
FUHDWHG E\ LQVLGHU WUDGLQJ� WKH SUREOHP RI ZDVWHIXO FRPSHWLWLRQ���

7KH VHFRQG DGGLWLRQDO TXHVWLRQ , ZDQW WR DGGUHVV LQ WKLV
,QWURGXFWLRQ LV ZK\ WKH JRYHUQPHQW� DQG QRW SULYDWH SDUWLHV�
PLJKW EH EHVW VLWXDWHG WR DGGUHVV WKH ZDVWHIXO FRPSHWLWLRQ
SUREOHPV FUHDWHG E\ WUDGLQJ RQ LQVLGH LQIRUPDWLRQ� :KDW
SUHYHQWV ILUPV IURP VLPSO\ DJUHHLQJ DPRQJ WKHPVHOYHV RQ WKH
EHVW ZD\ WRPLQLPL]H ZDVWHIXO FRPSHWLWLRQ IRU LQVLGH LQIRUPDWLRQ"
7KHUH DUH VHYHUDO UHDVRQV GLVFXVVHG EHORZ ZK\ SULYDWH RUGHULQJ
DUUDQJHPHQWV VWUXJJOH WR DGGUHVV WKH SRWHQWLDO IRU ZDVWH DULVLQJ
RXW RI FRPSHWLWLRQ WR DFTXLUH DQG XVH LQVLGH LQIRUPDWLRQ��� 0RVW
LPSRUWDQWO\� HIIRUWV WR H[SORLW LQVLGH LQIRUPDWLRQ DIIHFW D ZLGH
VZDWK RI PDUNHW SDUWLFLSDQWV� 7KH GLVSDUDWH QDWXUH RI WKH SDUWLHV
LQYROYHG PDNHV SULYDWH RUGHULQJ VROXWLRQV LPSUDFWLFDO���

7KH ILUVW 3DUW RI WKLV DUWLFOH SURYLGHV DQ LOOXVWUDWLYH
K\SRWKHWLFDO H[DPSOH RI D VLWXDWLRQ LQYROYLQJ D WZR�VLGHG ZDVWHIXO
FRPSHWLWLRQ SUREOHP��� 7KH VHFRQG 3DUW RI WKLV DUWLFOH GHILQHV LQVLGH
LQIRUPDWLRQ� DQG H[SODLQV ZK\ LQVLGH LQIRUPDWLRQ VR GHILQHG LQYLWHV
ZDVWHIXO FRPSHWLWLRQ ERWK LQ LWV DFTXLVLWLRQ DQG LQ LWV XVH��� 7KH
WKLUG 3DUW RI WKLV DUWLFOH H[SODLQV ZK\ VFKRODUVKLS RQ LQVLGHU WUDGLQJ
KDV HLWKHU LJQRUHG RU PDUJLQDOL]HG WKH LPSRUWDQFH RI WKH ZDVWHIXO
QDWXUH RI WKH FRPSHWLWLRQ WR DFTXLUH DQG XVH LQVLGH LQIRUPDWLRQ���
7KH IRXUWK3DUW RI WKLV DUWLFOH� ��� UHYLHZVKRZ OHJDO UXOHV FDQEHXVHG
WR DGGUHVV ZDVWHIXO FRPSHWLWLRQ SUREOHPV JHQHUDOO\��� DQG ���
H[SODLQVZK\ DQ LQVLGHU WUDGLQJ SURKLELWLRQ LV WKHPRVW HIIHFWLYHZD\
WR FRPEDW WKH WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ SUREOHP FUHDWHG E\
LQVLGH LQIRUPDWLRQ DQG DOVR DGGUHVVHV WKUHH SRWHQWLDO FKDOOHQJHV WR
WKLV FRQFOXVLRQ��� 7KH ILQDO 3DUW RI WKLV DUWLFOH SURYLGHV WKUHH SROLF\
SUHVFULSWLRQV LI RQH DFFHSWV WKDW DYRLGLQJZDVWHIXO FRPSHWLWLRQ LV WKH
EHVW UHDVRQ WR SURKLELW LQVLGHU WUDGLQJ� 7KH UHFRPPHQGDWLRQV DUH�

�� )RU HYLGHQFH RI WKH LPSRUWDQFH RI HWKLFDO FRQFHUQV UHODWHG WR ZDVWHIXO
FRPSHWLWLRQ� VHH LQIUD QRWHV ���²��� DQG DFFRPSDQ\LQJ WH[W�

�� 6HH LQIUD 6HFWLRQ ,,,�&� VHH DOVR VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
�� 6HH LQIUD 3DUW ,,,�
�� 6HH LQIUD QRWHV ���²��� DQG DFFRPSDQ\LQJ WH[W�
�� 6HH LQIUD QRWHV ���²��� DQG DFFRPSDQ\LQJ WH[W�
�� 6HH LQIUD 3DUW ,�
�� 6HH LQIUD 3DUW ,,�
�� 6HH LQIUD 3DUW ,,,�
�� 6HH LQIUD 6HFWLRQ ,9�$�
�� 6HH LQIUD 6HFWLRQ ,9�%�
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��� WKDW IHGHUDO LQVLGHU WUDGLQJ OHJLVODWLRQ VKRXOG EH HQDFWHG WKDW
SURKLELWV DOO WUDGLQJ RQ LQVLGH LQIRUPDWLRQ UHJDUGOHVV RI ZKHWKHU WKH
LQIRUPDWLRQ LV ZURQJIXOO\ DFTXLUHG� ��� FRXUWV VKRXOG QRW UHTXLUH
SURRI WKDW D WLSSHU UHFHLYHG D SHUVRQDO EHQHILW WR ILQG WLSSHUV DQG
WLSSHHV FXOSDEOH� DQG ��� WKH PHUH SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ
VKRXOG EH VXIILFLHQW WR WULJJHU D WUDGLQJ SURKLELWLRQ���

,� $1 ,//8675$7,9( (;$03/( 2) $ 352+,%,7,21 '(6,*1('
72 $92,':$67()8/ &203(7,7,21

7KH FHQWUDO FODLP LQ WKLV DUWLFOH LV WKDW WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ VKRXOG EH SURKLELWHG EHFDXVH VXFK D SURKLELWLRQ LV WKH
EHVW ZD\ WR UHGXFH ZDVWHIXO FRPSHWLWLRQ WKDW ZRXOG RWKHUZLVH
UHVXOW IURP HIIRUWV WR DFTXLUH DQG XVH LQVLGH LQIRUPDWLRQ IRU
VHFXULWLHV WUDGLQJ SXUSRVHV� 7R PDNH WKLV FODLP PRUH WUDFWDEOH�
WKLV 3DUW RIIHUV DQ LOOXVWUDWLYH K\SRWKHWLFDO H[DPSOH RI D VLWXDWLRQ
ZKHUH WKHUH LV ZDVWHIXO FRPSHWLWLRQ ERWK DW WKH VRXUFH DQG LQ WKH
XVH RI D SURGXFW� 7KLV H[DPSOH LV SURYLGHG WR VKRZ KRZ D OHJDO UXOH
FDQ DGGUHVV WKH SUREOHP RI ZDVWHIXO FRPSHWLWLRQ DQG WR KLJKOLJKW
KRZ D WUDGLWLRQDO FRVW�EHQHILW VW\OH DQDO\VLV FDQ HDVLO\ PLVV WKH
SUREOHP RI ZDVWHIXO FRPSHWLWLRQ�

7KLV LOOXVWUDWLYH H[DPSOH EHJLQV ZLWK WKH LQWURGXFWLRQ RI D
FXUUHQF\ LQWR D VLPSOH HFRQRP\��� 7KH FXUUHQF\ FRQVLVWV RI &RQFK
VKHOOV� &RQFK VKHOOV DUH XVHG DV D FXUUHQF\ EHFDXVH WKHUH LV D
YDOXDEOH FRPPRGLW\� ZKHDW� WKDW LV GLIILFXOW WR XVH DV D PHDQV RI
H[FKDQJH� 7KH XVH RI &RQFK VKHOOV DV D FXUUHQF\ LQ WKLV HFRQRP\
SURFHHGV DV IROORZV� $OO DYDLODEOH &RQFK VKHOOV DUH JDWKHUHG XS DQG
SODFHG LQ D FHQWUDO UHSRVLWRU\� 7KHQ� EXFNHWV RI ZKHDW DUH
H[FKDQJHG IRU &RQFK VKHOOV DW D SUHVHW UDWH� $W DQ\ SRLQW LQ WLPH D
&RQFK VKHOO FDQ EH UHGHHPHG IRU ZKHDW DW WKH FHQWUDO UHSRVLWRU\�
&RQFK VKHOOV DUH DVVXPHG WR KDYH QR YDOXH RWKHU WKDQ DV DPHGLXP
RI H[FKDQJH IRU ZKHDW�

, QH[W LQWURGXFH WKH WHUP D ´WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ
SUREOHPµ WR GHVFULEH D VLWXDWLRQ ZKHUH D JRRG WULJJHUV ZDVWHIXO
FRPSHWLWLRQ ERWK LQ LWV DFTXLVLWLRQ DQG LQ LWV XVH DQG LOOXVWUDWH KRZ
D WZR�VLGHGZDVWHIXO FRPSHWLWLRQ SUREOHP FRXOG DULVH LQ WKLV VLPSOH
HFRQRP\� $VVXPH 'DVK KDSSHQV WR FRPH DFURVV D SUHYLRXVO\
XQGLVFRYHUHG &RQFK VKHOO� )LQGLQJ WKLV &RQFK VKHOO LV D E\SURGXFW
RI 'DVK·V RWKHU DFWLYLWLHV� )RU 'DVK� WKH GLVFRYHU\ RI WKLV &RQFK
VKHOO FRQVWLWXWHV D VXUSOXV EHFDXVH 'DVK QRZ KDV VRPHWKLQJ RI

�� 6HH LQIUD 3DUW 9�
�� , XVH WKLV VHWWLQJ EHFDXVH LW LV VLPSOH� DQG QRW WR UHIOHFW DFWXDO SUDFWLFHV ZLWK

UHVSHFW WR FXUUHQFLHV LQ SULPLWLYH VRFLHWLHV� )RU D GLVFXVVLRQ RI VXFK SUDFWLFHV� VHH *HRUJH
'DOWRQ� 3ULPLWLYH 0RQH\� �� $0(5� $17+5232/2*,67 �� �������
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YDOʮH ʭʨDʭ ʨH ʦRʮQG Dʭ OLʭʭOH RU QR ʥRʬʭʠʵʵ ʿʨH ʪUHʬHQʥH Rʦ D ʬʮUʪOʮʬ
LQYLʭHʬ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ� DQG ʨDʬ ʭʨH ʪRʭHQʭLDO ʭR ʥUHDʭH RQH
ʬLGH Rʦ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ LQ ʭʨLʬ LOOʮʬʭUDʭLYH
HʯDʩʪOH LQ ʭʨH ʦROORZLQʧ ZD\ʠʵʶ 2ʭʨHUʬ ʩLʧʨʭ LQYHʬʭ UHʬRʮUʥHʬ ʭR
UDʥH DʨHDG Rʦ ʺDʬʨ ʭR ʤH ʭʨH ʦLUʬʭ RQH ʭR ʦLQG ʭʨH ʹRQʥʨ ʬʨHOOʠ ˀʨLOH
ʭʨHUH DUH ʪULYDʭH LQʥHQʭLYHʬ ʭR LQYHʬʭ UHʬRʮUʥHʬ LQ ʭʨLʬ UDʥH ʭR ʦLQG
ʹRQʥʨ ʬʨHOOʬ� ʭʨHUH Lʬ QR ʬRʥLDO ZHOʦDUH ʤHQHʦLʭ Lʦ ʬRʩHRQH HOʬH ʦLQGʬ
ʭʨH ʹRQʥʨ ʬʨHOO ʤHʦRUH ʺDʬʨ ʨDʪʪHQʬ ʭR ʦLQG Lʭʠ

ʿʨH ʬHʥRQG ʬLGH Rʦ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ LQ
ʭʨLʬ LOOʮʬʭUDʭLYH HʯDʩʪOH DULʬHʬ ZʨHQ ʺDʬʨ DʭʭHʩʪʭʬ ʭR HʯʥʨDQʧH
ʭʨH QHZO\ ʦRʮQG ʹRQʥʨ ʬʨHOO ʦRU ZʨHDʭʠ ,Q HʯʥʨDQʧLQʧ ʭʨH ʹRQʥʨ
ʬʨHOO ʦRU ZʨHDʭ� ʺDʬʨ ʭUDQʬʦHUʬ UHʬRʮUʥHʬ� LQ ʭʨLʬ ʥDʬH ZʨHDʭ�
ʦURʩ RʭʨHUʬ ʭR ʨLʩʬHOʦʠ ˀʨLOH Lʭ Lʬ ʭUʮH ʭʨDʭ ʺDʬʨ˞ʬ HʯʥʨDQʧH Rʦ
ʨLʬ QHZO\ ʦRʮQG ʹRQʥʨ ʬʨHOO ʦRU ZʨHDʭ Lʬ QRʭ QHʥHʬʬDULO\
ʪURʤOHʩDʭLʥ ʦURʩ D ʬRʥLDO ZHOʦDUH ʪHUʬʪHʥʭLYH Lʦ ʭʨH RQO\
ʥRQʬHʫʮHQʥH Lʬ ʭR ʥʨDQʧH ZʨR ʧHʭʬ ʭR ʥRQʬʮʩH ZʨHDʭ� DQ\
LQYHʬʭʩHQʭ Rʦ UHʬRʮUʥHʬ LQ HʦʦRUʭʬ ʭR ʧDLQ DʥʥHʬʬ ʭR ʭʨH ZʨHDʭ
ʬʮʪʪOLHʬ ʤ\ ʮʬH Rʦ ʺDʬʨ˞ʬ ˠʥRʮQʭHUʦHLʭˡ ʹRQʥʨ ʬʨHOO RU DQ\
LQYHʬʭʩHQʭ Rʦ UHʬRʮUʥHʬ LQ HʦʦRUʭʬ ʭR ʪUHYHQʭ ʭʨH ʭUDQʬʦHU Rʦ
ZʨHDʭ ʭR ʭʨRʬH ZʨR GLG QRʭ RULʧLQDOO\ ʥRQʭULʤʮʭH ʭR ʭʨH ZʨHDʭ
UHʬHUYHʬ Lʬ ʬRʥLDOO\ ZDʬʭHʦʮOʠ ʿʨH DUʩʬ UDʥH ʭULʧʧHUHG ʤ\ HʦʦRUʭʬ
ʭR HʯʥʨDQʧH ˠʥRʮQʭHUʦHLʭˡ ʹRQʥʨ ʬʨHOOʬ ʦRU ZʨHDʭ ʥUHDʭHʬ ʭʨH
ʬHʥRQG ʬLGH Rʦ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ ʭʨDʭ ʥDQ DULʬH
LQ ʭʨLʬ LOOʮʬʭUDʭLYH HʯDʩʪOHʠ ʿʨʮʬ� ʭʨLʬ LOOʮʬʭUDʭLYH HʯDʩʪOH
ʬʨRZʬ D ʬLʭʮDʭLRQ ZʨHUH ʤRʭʨ Dʭ Lʭʬ ʬRʮUʥH� LQ UDʥLQʧ ʭR ʦLQG ʭʨH
ʹRQʥʨ ʬʨHOO� DQG LQ Lʭʬ ʮʬH� LQ HʯʥʨDQʧLQʧ ʭʨH ˠʥRʮQʭHUʦHLʭˡ
ʹRQʥʨ ʬʨHOOʬ ʦRU ZʨHDʭ� UHʬRʮUʥHʬ ʩD\ ʤH ZDʬʭHG HYHQ ʭʨRʮʧʨʭ
DOO ʪDUʭLHʬ LQYROYHG DUH DʥʭLQʧ UDʭLRQDOO\ DQG ʭʨH ʬ\ʬʭHʩ Lʬ Dʭ
HʫʮLOLʤULʮʩʠʵ�

,ʭ ZRʮOG� ʨRZHYHU� ʤH D ʩLʬQRʩHU ʭR ʥDOO ʭʨH ʥRʩʪHʭLʭLRQ ʭR
ʦLQG ʹRQʥʨ ʬʨHOOʬ RU ʭR HʯʥʨDQʧH ʭʨHʩ ʦRU ZʨHDʭ LQ ʭʨLʬ LOOʮʬʭUDʭLYH
HʯDʩʪOH ˠZDʬʭHʦʮOˡ Lʦ ʬʮʥʨ ʥRʩʪHʭLʭLRQ Lʬ ʮQDYRLGDʤOHʠ ʿʨLʬ

ʵʵ ʿʨH GHʦLQLʭLRQ Rʦ D ʬʮUʪOʮʬ ʮʬHG ʨHUH Lʬ ʭʨH DʩRʮQʭ ʤ\ ZʨLʥʨ ʤHQHʦLʭʬ DUH
UHʥHLYHG LQ HʯʥHʬʬ Rʦ ʥRʬʭʬʠ (ʯDʩʪOHʬ Rʦ GHʦLQLʭLRQʬ ʤDʬHG RQ ʭʨLʬ ʩHDQLQʧ LQʥOʮGH ˠDQ
HʯʥHʬʬ Rʦ UHʥHLʪʭʬ RYHU GLʬʤʮUʬHʩHQʭʬ�ˡ 6XUSOXV� ˀ(%6ʿ(5˞61(ˀʹ2//(*,ʣʿ(ʺ,ʹʿ,21ʣ5<
ʝ�ʢʡ�ʞ� RU ˠDQ HʯʥHʬʬ Rʦ ʪURGʮʥʭLRQ RU ʬʮʪʪO\ RYHU GHʩDQGʠˡ *22*/(� ʨʭʭʪʬʷʴʴZZZʠʧ
RRʧOHʠʥRʩʴʬHDUʥʨˍʫˌʬʮUʪOʮʬ˩GHʦLQLʭLRQʳLHˌʮʭʦʟ�ʳRHˌʮʭʦʟ�ʳʥOLHQʭˌʦLUHʦRʯʟʤʟ� ˃ʨʭʭʪʬʷʴʴʪHU
ʩDʠʥʥʴˁʼʵʵʟ3ʣ%ʵ˄ʠ ʻRU D ʩRUH LQʟGHʪʭʨ GLʬʥʮʬʬLRQ Rʦ ʭʨH ʬʮUʪOʮʬ ʭHUʩLQRORʧ\� ʬHH
*ʮʭʭHQʭDʧ� 2SSRUWXQLWLHV 0LVVHG� VXSUD QRʭH ��� Dʭ ��� Qʠʡʢʠ

ʵʶ ʻRU ʦʮUʭʨHU GLʬʥʮʬʬLRQ Rʦ ʭʨH ʥRQQHʥʭLRQ ʤHʭZHHQ ʬʮUʪOʮʬ DQG ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ� ʬHH *ʮʭʭHQʭDʧ� 2SSRUWXQLWLHV 0LVVHG� VXSUD QRʭH ��� Dʭ ���˟��ʠ

ʵ� ,DQ ʣ\UHʬ DQG 6ʭHʪʨHQ ʹʨRL ʩDNH D ʬLʩLODU RʤʬHUYDʭLRQ DQG HʯʪODLQ ʨRZ� ʮʬLQʧ
ʬʭRʥN ʪULʥH YDOʮDʭLRQʬ Dʬ DQ HʯDʩʪOH� UHDʥʨLQʧ DQ HʫʮLOLʤULʮʩ GRHʬ QRʭʩHDQ DʬʬHʭʬ DUH ʤHLQʧ
ʮʭLOL˅HG HʦʦLʥLHQʭO\ʠ ʿʨH\ RʤʬHUYH ʭʨDʭ ˠ˃ʭ˄ʨH ʩHUH ʦDʥʭ� ʨRZHYHU� ʭʨDʭ LQYHʬʭRU LQʦRUʩDʭLRQ
UHʬHDUʥʨ Lʬ ʬHOʦʟOLʩLʭLQʧ GRHʬ QRʭ ʧʮDUDQʭHH ʭʨDʭ ʬRʥLDO ZHOʦDUH Lʬ Dʭ D ʩDʯLʩʮʩ ʮQGHU ʭʨH
ODLʬʬH˅ʟʦDLUH DʪʪURDʥʨ ʠ ʠ ʠ ʠˡ ,DQ ʣ\UHʬ ʳ 6ʭHʪʨHQ ʹʨRL� ,QWHUQDOL]LQJ 2XWVLGHU 7UDGLQJ� ���
0,ʹʼʠ /ʠ 5(9ʠ ���� �ʵʶ ʝ����ʞʠ
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FRPSHWLWLRQ LV ZDVWHIXO RQO\ LI WKHUH LV D OHVV ZDVWHIXO DOWHUQDWLYH
DSSURDFK DYDLODEOH� $ ODZ WKDW SURKLELWV WKH H[FKDQJH RI
´FRXQWHUIHLWµ &RQFK VKHOOV IRU ZKHDW FRXOG SURYLGH MXVW VXFK D ORZ�
FRVW DOWHUQDWLYH� 6HWWLQJ DVLGH TXHVWLRQV RI HQIRUFHDELOLW\� VXFK D
SURKLELWLRQ ZRXOG UHGXFH ERWK WKH LQFHQWLYH WR LQYHVW UHVRXUFHV LQ
HIIRUWV WR ILQG &RQFK VKHOOV DQG WKH LQFHQWLYH WR LQYHVW UHVRXUFHV LQ
HIIRUWV WR H[FKDQJH ´FRXQWHUIHLWµ &RQFK VKHOOV IRU ZKHDW� 6XFK D ODZ
SURYLGHV DQ H[DPSOH RI KRZ ´WKH GHQLDO RI D SURSHUW\ ULJKW FDQ EH
DV PXFK DQ HFRQRPL]LQJ GHYLFH DV WKH FUHDWLRQ RI RQH�µ��

7KLV LOOXVWUDWLYH H[DPSOH FDQ DOVR EH XVHG WR VKRZ KRZ D
WUDGLWLRQDO OLVWLQJ RI WKH FRVWV DQG EHQHILWV RI DQ DFWLYLW\ FDQ PLVV
WKH SUREOHPV FUHDWHG E\ ZDVWHIXO FRPSHWLWLRQ� 2QH FRXOG
LPDJLQH ZKDW D WUDGLWLRQDO FRVW�EHQHILW DQDO\VLV RI WKH VHDUFK IRU
&RQFK VKHOOV LQ WKLV VLPSOH HFRQRP\ ZRXOG ORRN OLNH� )LUVW� RQH
ZRXOG LGHQWLI\ YDULRXV FRVWV WKDW PLJKW DULVH LQ WKH VHDUFK IRU
QHZ &RQFK VKHOOV� VXFK DV PLQLQJ FRVWV� 7KHQ RQH ZRXOG LGHQWLI\
EHQHILWV IURP ILQGLQJ D QHZ &RQFK VKHOO� ZKLFK ZRXOG FRQVLVW
KHUH RI WKH YDOXH RI D &RQFK VKHOO DV D PHGLXP RI H[FKDQJH IRU
ZKHDW� 7KHUH PLJKW DOVR EH H[WHUQDOLWLHV RQH FRXOG LGHQWLI\�
3HUKDSV YDOXDEOH PLQHUDOV DUH PRUH HDVLO\ XQFRYHUHG E\ RWKHU
SHRSOH ZKR DUH IROORZLQJ WKH &RQFK VKHOO VHDUFKHUV� 7KLV ZRXOG
FRQVWLWXWH D SRVLWLYH H[WHUQDOLW\� 2Q WKH RWKHU KDQG� WKRVH
VHDUFKLQJ IRU &RQFK VKHOOV PD\ OHDYH EHKLQG D ODQGVFDSH PDUUHG
E\ XJO\ SRWKROHV� FUHDWLQJ D QHJDWLYH H[WHUQDOLW\�

$Q HIILFLHQF\�PLQGHG UHJXODWRU PLJKW ORRN DW WKHVH
YDULRXV FRVWV� EHQHILWV� DQG H[WHUQDOLWLHV DQG UHDFK WZR
FRQFOXVLRQV� )LUVW� LQ DQ LGHDO ZRUOG DQG� IROORZLQJ 3LJRX� LW
PLJKW VHHP SUHIHUDEOH LI WKRVH VHHNLQJ WR DFTXLUH DQG H[FKDQJH
&RQFK VKHOOV ZHUH IRUFHG WR LQWHUQDOL]H WKH FRVWV DQG EHQHILWV RI
WKHLU DFWLYLWLHV��� 6HFRQG� LQ WKH DEVHQFH RI D PHFKDQLVP WR IRUFH
WKH &RQFK VKHOO VHDUFKHUV WR LQWHUQDOL]H WKH YDULRXV
H[WHUQDOLWLHV� WKH UHJXODWRU PLJKW WU\ WR PHDVXUH WKH PDJQLWXGH
DQG GLUHFWLRQ RI WKH H[WHUQDOLWLHV LQ RUGHU WR GHWHUPLQH LI
UHJXODWRU\ LQWHUYHQWLRQ LV MXVWLILHG� 2EVHUYH WKDW WKLV HQWLUH
GLVFXVVLRQ RI FRVWV� EHQHILWV� H[WHUQDOLWLHV� DQG FRQVLGHUDWLRQV RI
UHJXODWRU\ LQWHUYHQWLRQ� PLVVHV WKH FHQWUDO SUREOHP� ZDVWHIXO
FRPSHWLWLRQ� UDLVHG E\ WKLV LOOXVWUDWLYH H[DPSOH�

7KH SUREOHP ZLWK WKH WUDGLWLRQDO FRVW�EHQHILW DQDO\VLV
SUHVHQWHG DERYH LV WKDW WKH DQDO\VLV LPSOLFLWO\ UHOLHG RQ WKH
DVVXPSWLRQ WKDW WKH YDOXH UHDOL]HG E\ XQGHUWDNLQJ DQ DFWLYLW\ LV

�� 6HH 3261(5� VXSUD QRWH �� DW ���
�� 6HH JHQHUDOO\ 3,*28� VXSUD QRWH �� DW ���²��� �H[SODLQLQJ KRZ ERXQWLHV DQG

WD[HV FDQ EH XVHG WR DGGUHVV D SUREOHP WKDW DULVHV ZKHQ WKHUH LV D GLYHUJHQFH EHWZHHQ
WKH SULYDWH EHQHILWV UHDOL]HG IURP XQGHUWDNLQJ DQ DFWLYLW\ DQG WKH VRFLDO EHQHILWV IURP
XQGHUWDNLQJ WKDW DFWLYLW\��
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DQ DʥʥʮUDʭH ʩHDʬʮUH Rʦ ʭʨH ʬRʥLDO YDOʮH Rʦ ʭʨLʬ DʥʭLYLʭ\ʠ ʼRZHYHU�
ZʨHQ ʭʨH DʥʭLYLʭ\ LQYROYHʬ HQʧDʧLQʧ LQ ʥRʩʪHʭLʭLRQ ʦRU D ʬʮUʪOʮʬ
RU ZʨHQ RQH˞ʬ ʬʮʥʥHʬʬ ʥRʩHʬ Dʭ ʭʨH HʯʪHQʬH Rʦ RʭʨHUʬ ʭʨLʬ
DʬʬʮʩʪʭLRQ Lʬ LQʥRUUHʥʭʠ 0ʮOʭLʪOH ʪDUʭLHʬ ʬHDUʥʨLQʧ ʦRU ʭʨH ʬDʩH
ʬʮʪʪO\ Rʦ ʹRQʥʨ ʬʨHOOʬ ZLOO ZDʬʭH UHʬRʮUʥHʬ ʰʮʬʭ Dʬ HʦʦRUʭʬ ʭR ʮʬH
ʭʨH QHZO\ ʦRʮQG ʹRQʥʨ ʬʨHOOʬ LQ HʯʥʨDQʧH ʦRU ZʨHDʭ ZLOO ZDʬʭH
UHʬRʮUʥHʬʠ (YHQ Lʦ D ʬ\ʬʭHʩ Lʬ LQ HʫʮLOLʤULʮʩ� UHʬRʮUʥHʬ ʩD\ ʤH
ZDʬʭHG ʦRU UHDʬRQʬ ʭʨDʭ DUH HDʬLO\ ʩLʬʬHG ʤ\ D GLʬʥʮʬʬLRQ Rʦ ʭʨH
YDULRʮʬ ʥRʬʭʬ DQG ʤHQHʦLʭʬ ʭʨDʭ ʭʨH DʥʭLYLʭLHʬ GLUHʥʭO\ RU
LQGLUHʥʭO\ DʪʪHDU ʭR LʩʪOLʥDʭHʠʵʢ

ʿʨH GLʬʥʮʬʬLRQ ʤHORZ ZLOO ʩDNH ʭʨH ʥDʬH ʭʨDʭ LQʬLGH
LQʦRUʩDʭLRQ Lʬ ʩʮʥʨ OLNH ʭʨH ʹRQʥʨ ʬʨHOOʬ LQ ʭʨLʬ LOOʮʬʭUDʭLYH
HʯDʩʪOHʠ ʣʬ ZLʭʨ ʹRQʥʨ ʬʨHOOʬ LQ ʭʨLʬ HʯDʩʪOH� HʦʦRUʭʬ ʭR DʥʫʮLUH
DQG ʮʬH LQʬLGH LQʦRUʩDʭLRQ ZLOO ʭULʧʧHU QRʭ RQH� ʤʮʭ ʭZR ZDʬʭHʦʮO
DUʩʬ UDʥHʬʠ ʿʨH ʦLUʬʭ Lʬ D UDʥH ʭR ʧDLQ DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ
ʤHʦRUH RʭʨHUʬʠ ʿʨH ʬHʥRQG Lʬ D UDʥH ʭR ʭUDGH ʮʬLQʧ ʭʨDʭ LQʦRUʩDʭLRQ
LQ ʪʮʤOLʥ ʬHʥʮULʭLHʬ ʩDUNHʭʬʠ ʻLQGLQʧ D ZD\ ʭR DYRLG LQYHʬʭLQʧ
UHʬRʮUʥHʬ LQ ʤRʭʨ ʦRUʩʬ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʬʨRʮOG ʤH ʭʨH
ʥHQʭUDO ʦRʥʮʬ Rʦ LQʬLGHU ʭUDGLQʧ ʪROLʥ\ʠ

,,ʠ ˀʼ< ,16,ʺ(5 ʿ5ʣʺ,1* ,19,ʿ(6 ˀʣ6ʿ(ʻ8/
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ʿʨLʬ 3DUʭ ʪURYLGHʬ HYLGHQʥH LQ ʬʮʪʪRUʭ Rʦ ʭʨH ʥODLʩ ʭʨDʭ
LQʬLGH LQʦRUʩDʭLRQ� ʤRʭʨ Dʭ Lʭʬ ʬRʮUʥH DQG LQ Lʭʬ ʮʬH� LQYLʭHʬ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQʠ ʿʨH ʦLUʬʭ 6HʥʭLRQ Rʦ ʭʨLʬ 3DUʭ ʬHʭʬ Rʮʭ D GHʦLQLʭLRQ Rʦ
LQʬLGH LQʦRUʩDʭLRQ ʦRU ʭʨH ʪʮUʪRʬHʬ Rʦ ʭʨLʬ ʥODLʩʠ ʿʨH QHʯʭ 6HʥʭLRQ
HʯʪODLQʬZʨ\ HʦʦRUʭʬ ʭR DʥʫʮLUH LQʬLGH LQʦRUʩDʭLRQ DUH OLNHO\ ʭR UHʬʮOʭ
LQZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ ʿʨH ʦLQDO 6HʥʭLRQ HʯʪODLQʬZʨ\ HʦʦRUʭʬ ʭR ʮʬH
LQʬLGH LQʦRUʩDʭLRQ DUH OLNHO\ ʭR UHʬʮOʭ LQ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ

$� 'HILQLQJ ,QVLGH ,QIRUPDWLRQ

ʿʨH ʭHUʩ ˠLQʬLGH LQʦRUʩDʭLRQˡ ʥDQ ʤH GHʦLQHG LQ ʩDQ\
ZD\ʬʠ ʻRU ʭʨH ʪʮUʪRʬHʬ Rʦ ʭʨLʬ DUʭLʥOH� ʭʨH GHʦLQLʭLRQ Rʦ LQʬLGH
LQʦRUʩDʭLRQ ʪURYLGHG ʤ\ 0HUULʭʭ ʻRʯ� /DZUHQʥH *ORʬʭHQ� DQG
*DʤULHO 5DʮʭHUʤHUʧ ʤHʬʭ ʥDʪʭʮUHʬ ʭʨH ʬDOLHQʭ ʦHDʭʮUHʬ Rʦ LQʬLGH
LQʦRUʩDʭLRQʠ ʣʥʥRUGLQʧ ʭR ʻRʯ� *ORʬʭHQ� DQG 5DʮʭHUʤHUʧ� LQʬLGH
LQʦRUʩDʭLRQ ʥRQʬLʬʭʬ Rʦ ʩDʭHULDO ˠQRQʪʮʤOLʥ LQʦRUʩDʭLRQ RʤʭDLQHG
ʦURʩ LQʬLGH DQ LʬʬʮHU RU DQRʭʨHU HQʭLʭ\ʠˡʶ�

ʿʨH ʦLUʬʭ ʪDUʭ Rʦ ʭʨLʬ GHʦLQLʭLRQ� ʭʨDʭ LQʬLGH LQʦRUʩDʭLRQ Lʬ
ʩDʭHULDO DQG QRQʪʮʤOLʥ� Lʬ QRʭ ʥRQʭURYHUʬLDOʠ ʿʨH ʬʭDQGDUG ʮʬHG ʭR

ʵʢ 6HH LQIUD 3DUʭ 9ʠ
ʶ� 0HUULʭʭ %ʠ ʻRʯ� /DZUHQʥH 5ʠ *ORʬʭHQ� ʳ *DʤULHO 9ʠ 5DʮʭHUʤHUʧ� ,QIRUPHG

7UDGLQJ DQG ,WV 5HJXODWLRQ� ʵ� ʽʠ ʹ253ʠ /ʠ ��ʡ� ��� ʝ����ʞʠ
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GHWHUPLQH LI LQIRUPDWLRQ LV PDWHULDO LV ZHOO�HVWDEOLVKHG� ,Q 76&
,QGXVWULHV Y� 1RUWKZD\� WKH 6XSUHPH &RXUW GHILQHG LQIRUPDWLRQ DV
PDWHULDO IRU WKH SXUSRVHV RI WKH 6HFXULWLHV DQG ([FKDQJH $FW ´LI
WKHUH LV D VXEVWDQWLDO OLNHOLKRRG WKDW D UHDVRQDEOH VKDUHKROGHU
ZRXOG FRQVLGHU LW LPSRUWDQW LQ GHFLGLQJ KRZ WR YRWH >RQ D SDUWLFXODU
PDWWHU@�µ�� ,Q%DVLF ,QF� Y� /HYLQVRQ� WKH 6XSUHPH&RXUW DSSOLHG WKH
76& ,QGXVWULHV PDWHULDOLW\ VWDQGDUG WR D ODZVXLW EURXJKW XQGHU
VHFWLRQ ��E�� RI WKH 6HFXULWLHV DQG ([FKDQJH $FW� H[SODLQLQJ WKDW
´PDWHULDOLW\ GHSHQGV RQ WKH VLJQLILFDQFH WKH UHDVRQDEOH LQYHVWRU
ZRXOG SODFH RQ WKH ZLWKKHOG RU PLVUHSUHVHQWHG LQIRUPDWLRQµ LQ
PDNLQJ DQ LQYHVWPHQW GHFLVLRQ��� :LWK UHVSHFW WR WKH QRQ�SXEOLF
FRPSRQHQW RI WKH GHILQLWLRQ� GHILQLQJ LQVLGH LQIRUPDWLRQ DV
FRQVLVWLQJ RQO\ RI LQIRUPDWLRQ WKDW LV QRQSXEOLF LV D ORJLFDO ZD\ WR
IRFXV RQ LQIRUPDWLRQ WKDW LV OLNHO\ WR SURYLGH D WUDGLQJ DGYDQWDJH
WR VRPHRQH ZKR SRVVHVVHV LW� $V GLVFXVVHG PRUH IXOO\ EHORZ�
LQIRUPDWLRQ WKDW LV DOUHDG\ SXEOLFO\ DYDLODEOH LV XQOLNHO\ WR EH
YDOXDEOH IRU WUDGLQJ SXUSRVHV���

7KH ILQDO GHILQLWLRQDO LVVXH UHODWHV WR KRZ EHVW WR
GLVWLQJXLVK LQVLGH LQIRUPDWLRQ IURP RWKHU W\SHV RI PDWHULDO
QRQSXEOLF LQIRUPDWLRQ� 7KHUH DUH WKUHH FULWHULD WKDW PLJKW EH
XVHG� ��� WKH FRQWHQW RI WKH LQIRUPDWLRQ� ��� WKH SUHFLVLRQ RI WKH
LQIRUPDWLRQ� RU ��� WKH VRXUFH RI WKH LQIRUPDWLRQ� 7KHUH DUH
H[DPSOHV RI HDFK RI WKHVH WKUHH DSSURDFKHV LQ WKH YDULRXV
UHJLPHV WKDW UHJXODWH LQVLGHU WUDGLQJ� )RU H[DPSOH� WKH UXOH LQ
WKH 8QLWHG 6WDWHV WKDW SURKLELWV WUDGLQJ EDVHG RQ LQIRUPDWLRQ
DERXW D IRUWKFRPLQJ WHQGHU RIIHU� 5XOH ��H��� LPSOHPHQWV ZKDW
LV SULPDULO\ D FRQWHQW�EDVHG GHWHUPLQDWLRQ��� ,I WKH LQIRUPDWLRQ

�� 76& ,QGXV�� ,QF� Y� 1RUWKZD\� ,QF�� ��� 8�6� ���� ��� ������ �LQWHUSUHWLQJ
WKH PDWHULDOLW\ VWDQGDUG LQ WKH FRQWH[W RI D SUR[\ VWDWHPHQW��

�� %DVLF ,QF� Y� /HYLQVRQ� ��� 8�6� ���� ��� ������� )RU DQ H[FHOOHQW GLVFXVVLRQ�
VHH %$,1%5,'*(� VXSUD QRWH ��� DW ��²��� VHH DOVR 0LFKDHO '� *XWWHQWDJ� $Q $UJXPHQW
IRU ,PSRVLQJ 'LVFORVXUH 5HTXLUHPHQWV RQ 3XEOLF &RPSDQLHV� �� )/$� 67� 8� /� 5(9� ����
��� Q���� ������ >KHUHLQDIWHU� *XWWHQWDJ� ,PSRVLQJ 'LVFORVXUH 5HTXLUHPHQWV@�

�� 6HH LQIUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
�� 6(& 5XOH RQ 7UDQVDFWLRQV LQ VHFXULWLHV RQ WKH EDVLV RI PDWHULDO� QRQSXEOLF

LQIRUPDWLRQ LQ WKH FRQWH[W RI WHQGHU RIIHUV �� &�)�5� � ������H²��D� >KHUHLQDIWHU 6(&
5XOH@ �´�D� ,I DQ\ SHUVRQ KDV WDNHQ D VXEVWDQWLDO VWHS RU VWHSV WR FRPPHQFH� RU KDV
FRPPHQFHG� D WHQGHU RIIHU �WKH ¶RIIHULQJ SHUVRQ·�� LW VKDOO FRQVWLWXWH D IUDXGXOHQW�
GHFHSWLYH RU PDQLSXODWLYH DFW RU SUDFWLFH ZLWKLQ WKH PHDQLQJ RI VHFWLRQ ���H� RI WKH $FW
IRU DQ\ RWKHU SHUVRQ ZKR LV LQ SRVVHVVLRQ RI PDWHULDO LQIRUPDWLRQ UHODWLQJ WR VXFK WHQGHU
RIIHUZKLFK LQIRUPDWLRQ KH NQRZV RU KDV UHDVRQ WR NQRZ LV QRQSXEOLF DQG ZKLFK KH NQRZV
RU KDV UHDVRQ WR NQRZ KDV EHHQ DFTXLUHG GLUHFWO\ RU LQGLUHFWO\ IURP� ���>W@KH RIIHULQJ
SHUVRQ� ��� >W@KH LVVXHU RI WKH VHFXULWLHV VRXJKW RU WR EH VRXJKW E\ VXFK WHQGHU RIIHU� RU ���
>D@Q\ RIILFHU� GLUHFWRU� SDUWQHU RU HPSOR\HH RU DQ\ RWKHU SHUVRQ DFWLQJ RQ EHKDOI RI WKH
RIIHULQJ SHUVRQ RU VXFK LVVXHU� WR SXUFKDVH RU VHOO RU FDXVH WR EH SXUFKDVHG RU VROG DQ\ RI
VXFK VHFXULWLHV RU DQ\ VHFXULWLHV FRQYHUWLEOH LQWR RU H[FKDQJHDEOH IRU DQ\ VXFK VHFXULWLHV
RU DQ\ RSWLRQ RU ULJKW WR REWDLQ RU WR GLVSRVH RI DQ\ RI WKH IRUHJRLQJ VHFXULWLHV� XQOHVV
ZLWKLQ D UHDVRQDEOH WLPH SULRU WR DQ\ SXUFKDVH RU VDOH VXFK LQIRUPDWLRQ DQG LWV VRXUFH
DUH SXEOLFO\ GLVFORVHG E\ SUHVV UHOHDVH RU RWKHUZLVH�µ��
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RQH KDV LV DERXW D IRUWKFRPLQJ WHQGHU RIIHU DV GHILQHG LQ WKH UXOH�
WKHQ WUDGLQJ EDVHG RQ WKDW LQIRUPDWLRQ LV SURKLELWHG���

$Q H[DPSOH RI D GHILQLWLRQ RI LQVLGH LQIRUPDWLRQ WKDW
GHSHQGV SULPDULO\ RQ WKH SUHFLVLRQ RI WKH LQIRUPDWLRQ FRPHV IURP
WKH 0DUNHW $EXVH 'LUHFWLYH �0$'� DGRSWHG E\ WKH (XURSHDQ
8QLRQ �(8�� ZKLFK SURKLELWV WUDGLQJ XVLQJ LQVLGH LQIRUPDWLRQ���
7KH UHOHYDQW 0$' SURYLVLRQ GHILQHV ´LQVLGH LQIRUPDWLRQµ DV�

LQIRUPDWLRQ RI D SUHFLVH QDWXUH� ZKLFK KDV QRW EHHQ PDGH SXEOLF�
UHODWLQJ� GLUHFWO\ RU LQGLUHFWO\� WR RQH RU PRUH LVVXHUV RU WR RQH RU PRUH
ILQDQFLDO LQVWUXPHQWV� DQG ZKLFK� LI LW ZHUH PDGH SXEOLF� ZRXOG EH
OLNHO\ WR KDYH D VLJQLILFDQW HIIHFW RQ WKH SULFHV RI WKRVH ILQDQFLDO
LQVWUXPHQWV RU RQ WKH SULFH RI UHODWHG GHULYDWLYH ILQDQFLDO
LQVWUXPHQWV���

7KH 0$' SURYLVLRQV JR RQ WR SURYLGH VRPH GHWDLO DV WR ZKHQ
LQIRUPDWLRQ ´VKDOO EH GHHPHG WR EH RI D SUHFLVH QDWXUH�µ�� 8QGHU
WKH 0$' SURYLVLRQV� LQIRUPDWLRQ LV SUHFLVH�

LI LW LQGLFDWHV D VHW RI FLUFXPVWDQFHVZKLFK H[LVWV RUZKLFKPD\ UHDVRQDEO\
EH H[SHFWHG WR FRPH LQWR H[LVWHQFH� RU DQ HYHQW ZKLFK KDV
RFFXUUHG � � � ZKHUH LW LV VSHFLILF HQRXJK WR HQDEOH D FRQFOXVLRQ WR EH GUDZQ
DV WR WKH SRVVLEOH HIIHFW � � � RQ WKH SULFHV RI WKH ILQDQFLDO LQVWUXPHQWV���

�� 7KLV REVHUYDWLRQ LV D ELW RI DQ RYHUVLPSOLILFDWLRQ EHFDXVH WKHUH LV DOVR D
VRXUFH FRPSRQHQW LQ WKDW WKH UXOH DOVR UHTXLUHV NQRZOHGJH DERXW WKH OLNHO\ VRXUFH RI WKH
LQIRUPDWLRQ� 6HH 6(& 5XOH� VXSUD QRWH ���

�� 5HJXODWLRQ �(8���������RI WKH(XURSHDQ3DUOLDPHQWDQGRI WKH&RXQFLO RI ��$SULO
���� RQ 0DUNHW $EXVH �0DUNHW $EXVH 5HJXODWLRQ� DQG 5HSHDOLQJ 'LUHFWLYH �������(& RI WKH
(XURSHDQ3DUOLDPHQW DQG RI WKH &RXQFLO DQG&RPPLVVLRQ'LUHFWLYHV ���������(&� ���������(&�
DQG ��������(&� ���� 2�-� �/ ������� FK� �� DUW� � >KHUHLQDIWHU (8 5HJXODWLRQ ��������@� )RU DQ
RYHUYLHZ RI(XURSHDQ LQVLGHU WUDGLQJ ODZ� VHH.DWMD/DQJHQEXFKHU� ,QVLGHU 7UDGLQJ LQ(XURSHDQ
/DZ� LQ 5(6($5&++$1'%22.21 ,16,'(5 75$',1* ��� �6WHSKHQ 0� %DLQEULGJH HG� ������ VHH
DOVR-2+13�$1'(5621� ,16,'(575$',1*�/$:�(7+,&6�$1'5()250�����²�� �������

�� 6HH (8 5HJXODWLRQ ��������� VXSUD QRWH ��� FK� �� DUW� �� ��D� �HPSKDVLV
DGGHG�� ,Q DGGLWLRQ WR WKH SUHFLVLRQ UHTXLUHPHQW� WKH (8 UXOH DOVR ORRNV WR VRPH GHJUHH
WR WKH VRXUFH RI WKH PDWHULDO QRQSXEOLF LQIRUPDWLRQ WR GHWHUPLQH LI LQIRUPDWLRQ LV LQVLGH
LQIRUPDWLRQ� 7KH (8 SURYLVLRQV DSSO\ WR ´DQ\ SHUVRQ ZKR SRVVHVVHV LQVLGH LQIRUPDWLRQ
DV D UHVXOW RI� �D� EHLQJ D PHPEHU RI WKH DGPLQLVWUDWLYH� PDQDJHPHQW RU VXSHUYLVRU\
ERGLHV RI WKH LVVXHU � � � �F� KDYLQJ DFFHVV WR WKH LQIRUPDWLRQ WKURXJK WKH H[HUFLVH RI DQ
HPSOR\PHQW� SURIHVVLRQ RU GXWLHV� RU �G� EHLQJ LQYROYHG LQ FULPLQDO DFWLYLWLHV�µ ,G� DW FK�
�� DUW� ����� 7KHUH LV DOVR D IDLUO\ VZHHSLQJ FDWFK�DOO VWDWLQJ WKDW� ´>W@KLV $UWLFOH DOVR
DSSOLHV WR DQ\ SHUVRQ ZKR SRVVHVVHV LQVLGH LQIRUPDWLRQ XQGHU FLUFXPVWDQFHV RWKHU WKDQ
WKRVH UHIHUUHG WR � � � ZKHUH WKDW SHUVRQ NQRZV RU RXJKW WR NQRZ WKDW LW LV LQVLGH
LQIRUPDWLRQ�µ ,G�

�� ,G� DW FK��� DUW� �����
�� ,G� 7KHUH ZDV D FDUYH�RXW WKDW UHPRYHG IURP WKH GHILQLWLRQ RI LQVLGH LQIRUPDWLRQ

WKH LQIRUPDWLRQ JDWKHUHG E\ YDOXH�RULHQWHG LQYHVWRUV WR GHFLGH ZKHWKHU WR LQYHVW LQ D ILUP
EDVHG RQ SXEOLFO\ DYDLODEOH LQIRUPDWLRQ� 7KH UXOH VWDWHG WKDW ´>U@HVHDUFK DQG HVWLPDWHV
GHYHORSHG IURP SXEOLFO\ DYDLODEOH GDWD VKRXOG QRW EH UHJDUGHG DV LQVLGH LQIRUPDWLRQ�µ
'LUHFWLYH �������(& RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI �� -DQXDU\ ���� RQ
,QVLGHU 'HDOLQJ DQG0DUNHW0DQLSXODWLRQ �0DUNHW $EXVH� ����2�-� �/ ��� ��� +RZHYHU� WKDW
FDUYH�RXW ZDV UHPRYHG RQ )HE� �� ���� SXUVXDQW WR �����5�����
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ʣQ HʯDʩʪOH Rʦ ʭʨH ʭʨLUG DʪʪURDʥʨ� D GHʦLQLʭLRQ ʤDʬHG RQ ʭʨH
ʬRʮUʥH Rʦ ʭʨH LQʦRUʩDʭLRQ� Lʬ ʪURYLGHG ʤ\ ʭʨH ʻRʯ� *ORʬʭHQ� DQG
5DʮʭHUʤHUʧ GHʦLQLʭLRQ Rʦ LQʬLGH LQʦRUʩDʭLRQʠ ʿʨH ʻRʯ� *ORʬʭHQ� DQG
5DʮʭHUʤHUʧ GHʦLQLʭLRQ ORRNʬ ʪULʩDULO\ ʭR ʭʨH ʬRʮUʥH Rʦ ʭʨH ʩDʭHULDO
QRQʪʮʤOLʥ LQʦRUʩDʭLRQ� QDʩHO\ Lʦ ʭʨH LQʦRUʩDʭLRQ Lʬ ˠRʤʭDLQHG ʦURʩ
LQʬLGH DQ LʬʬʮHU RU DQRʭʨHU HQʭLʭ\�ˡ�� ʭR GHʭHUʩLQH ZʨHʭʨHU ʭʨH
LQʦRUʩDʭLRQ ʥRQʬʭLʭʮʭHʬ LQʬLGH LQʦRUʩDʭLRQʠ , DUʧʮH ʤHORZ Zʨ\ D
GHʦLQLʭLRQ Rʦ LQʬLGH LQʦRUʩDʭLRQ ʤDʬHG ʪULʩDULO\ RQ ʭʨH ʬRʮUʥH ʭʨH
LQʦRUʩDʭLRQ ʩLʧʨʭ ʤH D ʤHʭʭHU ʭRRO ʭR DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
ʭʨDQ D GHʦLQLʭLRQ ʬLʩLODU ʭR ʭʨH ʥRQʭHQʭʟʦRʥʮʬHG ʭ\ʪH Rʦ GHʦLQLʭLRQ
ʮʬHG LQ 5ʮOH �ʵHʟ� RU ʭʨH ʪUHʥLʬLRQʟʤDʬHG ʭ\ʪH Rʦ GHʦLQLʭLRQ LQ ʭʨH
0ʣʺ ʪURYLʬLRQʬ DGRʪʭHG ʤ\ ʭʨH (8ʠ��

%� 6RXUFHV RI ,QVLGH ,QIRUPDWLRQ DQG :DVWH

,QʬLGH LQʦRUʩDʭLRQ� GHʦLQHG Dʬ ʩDʭHULDO ˠQRQʪʮʤOLʥ
LQʦRUʩDʭLRQ RʤʭDLQHG ʦURʩ LQʬLGH DQ LʬʬʮHU RU DQRʭʨHU HQʭLʭ\�ˡ��
LQYLʭHʬ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Dʭ Lʭʬ ʬRʮUʥHʬ ʤHʥDʮʬH ʭʨHUH Lʬ RʦʭHQ D
ʧDʪ ʤHʭZHHQ ʭʨH YDOʮH ʭʨDʭ ʥDQ ʤH UHDOL˅HG ʤ\ ʭUDGLQʧ ZLʭʨ
ʦRUHNQRZOHGʧH DQG ʭʨH LQʥUHʩHQʭDO ʥRʬʭ Rʦ ʪURGʮʥLQʧ ʭʨLʬ
ʦRUHNQRZOHGʧHʠ ˀʨHQ ʭʨH YDOʮH Rʦ ʬRʩHʭʨLQʧ HʯʥHHGʬ Lʭʬ
ʪURGʮʥʭLRQ ʥRʬʭ� Dʬ Lʬ ʭ\ʪLʥDOO\ ʭʨH ʥDʬH ZLʭʨ LQʬLGH LQʦRUʩDʭLRQ�
ʭʨHUH Lʬ OLNHO\ ʭR ʤH D ZDʬʭHʦʮO UDʥH ʭR ʤH ʭʨH ʦLUʬʭ ʭR ʥDʪʭʮUH Lʭʠ��

0DQ\ Rʦ ʭʨRʬH ZʨR ZRUN ZLʭʨLQ D ʦLUʩ ʨDYH DʥʥHʬʬ ʭR
LQʦRUʩDʭLRQ ʭʨDʭ ʥDQ ʤH ʮʬHG ʭR ʭUDGH ʪURʦLʭDʤO\ LQ ʬHʥʮULʭLHʬ
ʩDUNHʭʬʠ (ʩʪOR\HHʬ� ʦRU HʯDʩʪOH� ʩD\ NQRZ ʬRʩHʭʨLQʧ Dʬ
ʩʮQGDQH Dʬ ʨRZZHOO D ʪDUʭLʥʮODU ʪURGʮʥʭ Lʬ ʬHOOLQʧ RU ʬRʩHʭʨLQʧ Dʬ
ʥUʮʥLDO Dʬ ZʨHʭʨHU ʭʨH UHʬʮOʭʬ Rʦ D ʥOLQLʥDO ʭULDO ʪURYLGH HYLGHQʥH ʭʨDʭ
ʭʨH ʥRʩʪDQ\˞ʬ ʭUHDʭʩHQʭ ʦRU D ʬHULRʮʬ ʩHGLʥDO ʥRQGLʭLRQ Lʬ ʬDʦH DQG
HʦʦHʥʭLYHʠ ,ʦ DQ LQYHʬʭRU� LQ ʭʨLʬ ʥDʬH ʭʨH HʩʪOR\HH� ʨDʬ NQRZOHGʧH
DʤRʮʭ ʦʮʭʮUH HYHQʭʬ ʤHʦRUH RʭʨHU LQYHʬʭRUʬ� ʭʨHQ ʭʨDʭ LQYHʬʭRU ʥDQ
GHʭHUʩLQH ZʨHQ ʬHʥʮULʭLHʬ DUH ʭUDGLQʧ DʤRYH RU ʤHORZ ʭʨH LQʬLGHU˞ʬ
ʩRUH LQʦRUʩHG HʬʭLʩDʭH Rʦ ʭʨH ʦLUʩ˞ʬ ʦʮʭʮUH ʥDʬʨ ʦORZʬʠ�ʵ

ʿʨH HʯLʬʭHQʥH Rʦ ʭʨLʬ ʭ\ʪH Rʦ YDOʮDʤOH LQʬLGH LQʦRUʩDʭLRQ
Lʬ ZHOOʟUHʥRʧQL˅HGʠ�ʶ ʿʨH ʥUʮʥLDO DGGLʭLRQDO RʤʬHUYDʭLRQ ʨHUH Lʬ
ʭʨDʭ ʭʨH LQʥUHʩHQʭDO ʥRʬʭ Rʦ ʪURGʮʥLQʧ ʬʮʥʨ LQʦRUʩDʭLRQ Lʬ OLNHO\
ʭR ʤH ʫʮLʭH ORZʠ ʣʬ ʬʮʧʧHʬʭHG ʤ\ ʭʨH HʯDʩʪOH ʪURYLGHG ʰʮʬʭ DʤRYH

�� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ ���ʠ
�� 6HH LQIUD 6HʥʭLRQ 9ʠʣʠ
�� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ ���ʠ
�� ʿʨHUH Lʬ DQ DGGLʭLRQDO ULʬN ʭʨDʭ ʩDQDʧHUʬ ʩLʧʨʭ HQʧDʧH LQ QHZ DʥʭLYLʭLHʬ

ʪULʩDULO\ ʭR ʥUHDʭH ʭʨH NLQG Rʦ YDOʮDʤOH ʦRUHNQRZOHGʧH ʭʨDʭ ʥDQ ʤH ʭUDGHG RQ ʦRU ʪURʦLʭʠ ,
ʭʨDQN (OL˅DʤHʭʨ 3ROOʩDQ ʦRU ʭʨLʬ ʨHOʪʦʮO RʤʬHUYDʭLRQʠ

�ʵ 6HH� H�J�� ʽDʥN ʼLUʬʨOHLʦHU� 7KH 3ULYDWH DQG 6RFLDO 9DOXH RI ,QIRUPDWLRQ DQG WKH
5HZDUG WR ,QYHQWLYH $FWLYLW\� �� ʣ0ʠ(ʹ21ʠ5(9ʠ ʶ��� ʶ�� ʝ�ʢʡ�ʞ ʝGHʬʥULʤLQʧ ʦRUHNQRZOHGʧHʞʠ

�ʶ 6HH LQIUD QRʭH �� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
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RI FOLQLFDO WULDO UHVXOWV� LQIRUPDWLRQ WKDW LV YDOXDEOH IRU VHFXULWLHV
WUDGLQJ SXUSRVHV LV RIWHQ SURGXFHG DV D E\SURGXFW RI RWKHU
DFWLYLWLHV� &OLQLFDO WULDO UHVXOWV DUH JHQHUDWHG DV SDUW RI DQ HIIRUW
WR HYDOXDWH WKH HIILFDF\ RI D QHZ WUHDWPHQW� +RZHYHU� WKH WUDGLQJ
YDOXH RI WKH LQIRUPDWLRQ FRPHV IURP WKH H[WHQW WR ZKLFK SXEOLF
GLVFORVXUH ZLOO DOWHU VHFXULWLHV SULFHV� QRW WKH LQFUHPHQWDO FRVW RI
JDWKHULQJ WKH LQIRUPDWLRQ�

:KHQ VRPHWKLQJ RI YDOXH FDQ EH FUHDWHG DW OLWWOH RU QR FRVW�
D VXUSOXV UHVXOWV��� 7KH H[LVWHQFH RI D VXUSOXV LQYLWHV ZDVWHIXO
FRPSHWLWLRQ EHFDXVH FRPSHWLWLRQ IRU VXUSOXV �RU UHQW�VHHNLQJ LQ WKH
WHUPLQRORJ\ HFRQRPLVWV SUHIHU� LV ERWK KDUG WR SUHYHQW DQG
LQKHUHQWO\ ZDVWHIXO��� 7KH QDWXUH RI WKH ZDVWHIXO FRPSHWLWLRQ WKDW
FRXOG UHVXOW IURP HIIRUWV WR DFFHVV WKHVH ZLQGIDOOV LQVLGH WKH ILUP LV
QLFHO\ FKURQLFOHG E\ 5REHUW +DIW��� +DIW GHVFULEHV� IRU H[DPSOH� KRZ
WKH ´LQFHQWLYHV IRU GHOD\ DQG LQWHUQDO FRPSHWLWLRQ IRU LQVLGHU
WUDGLQJ SURILWV ZRXOG LQFUHDVH WKH QRUPDO GLVWRUWLRQ LQ WKH XSZDUG
WUDQVPLVVLRQ RI LQIRUPDWLRQ�µ��

$ VLPSOH H[DPSOH PD\ EH KHOSIXO� /HW XV VXSSRVH WKDW
$QJHO ZRUNV DW &RPSDQ\ $ DQG LV DVNHG E\ FRZRUNHUV DERXW WKH
EXVLQHVVPRGHO RI D VPDOO SXEOLF FRPSDQ\� &RPSDQ\ %� LQ D UHODWHG
LQGXVWU\� $QJHO FRUUHFWO\ VXUPLVHV WKDW &RPSDQ\ $ ZDQWV WR
SXUFKDVH &RPSDQ\ %� %DVHG RQ WKLV LQIRUPDWLRQ� $QJHO EX\V
&RPSDQ\ % VWRFN� $V $QJHO H[SHFWHG� &RPSDQ\ $ PDNHV D ELG IRU
&RPSDQ\ %� DQG WKH VWRFN SULFH RI &RPSDQ\ % ULVHV GUDPDWLFDOO\�
$QJHO VHOOV WKH &RPSDQ\ % VKDUHV DW D KHIW\ SURILW���

,Q WKLV H[DPSOH� $QJHO GLG QRW KDYH WR VSHQG DQ\ PRQH\
RU RWKHU UHVRXUFHV WR JDLQ DFFHVV WR ZKDW SURYHG WR EH YDOXDEOH
PDWHULDO QRQSXEOLF LQIRUPDWLRQ� )RU $QJHO WKH LQIRUPDWLRQ
DERXW &RPSDQ\ %·V IXWXUH VKDUH SULFH DUULYHV OLNH PDQQD IURP
KHDYHQ� 1RU GRHV &RPSDQ\ $ H[SHQG UHVRXUFHV WR SURYLGH WKLV

�� 7KLV ZDV 3RVQHU·V LQVLJKW LQ WKH QXPHULFDO H[DPSOH RI WKH UHVFXH RI D
YDOXDEOH VKLS ORVW DW VHD DQG KLV H[SODQDWLRQ RI WKH HFRQRPLF UDWLRQDOH EHKLQG WKH
DGPLUDOW\ ODZ UXOH RI VDOYDJH� 6HH VXSUD QRWHV �²�� DQG DFFRPSDQ\LQJ WH[W�

�� 7KHUH LV VRPH DPELJXLW\ LQ ZKDW HFRQRPLVWV PHDQ E\ WKH WHUP UHQW�VHHNLQJ� DV ,
KDYH GLVFXVVHG HOVHZKHUH� 6HH*XWWHQWDJ�2SSRUWXQLWLHV0LVVHG� VXSUD QRWH ��� DW ���²���

�� 5REHUW -� +DIW� 7KH (IIHFW RI ,QVLGHU 7UDGLQJ 5XOHV RQ WKH ,QWHUQDO (IILFLHQF\
RI WKH /DUJH &RUSRUDWLRQ� �� 0,&+� /� 5(9� ����� ����²�� �������

�� ,G� DW ����²���
�� 7KLV LV VLPLODU WR WKH VLWXDWLRQ GHVFULEHG LQ -LOO (� )LVFK� 6WDUW 0DNLQJ 6HQVH�

$Q $QDO\VLV DQG 3URSRVDO IRU ,QVLGHU 7UDGLQJ 5HJXODWLRQ� �� *$� /� 5(9� ���� ���²��
������� $FFRUGLQJ WR UHVHDUFK E\ 0LFKDHO 3HULQR� WKLV W\SH RI LQVLGHU WUDGLQJ LQIUDFWLRQ�
ZKHUH D SHUVRQ JDWKHUV DQG WUDGHV RQ PDWHULDO QRQSXEOLF LQIRUPDWLRQ DERXW DQRWKHU ILUP
IURP WKHLU SRVLWLRQ ZLWKLQ WKHLU RZQ ILUP� LV WKH PRVW FRPPRQ EDVLV IRU DQ LQVLGHU WUDGLQJ
HQIRUFHPHQW DFWLRQ� 0,&+$(/ $� 3(5,12� 5($/ ,16,'(5 75$',1* ��²�� �������

'HWHUPLQLQJZKHWKHU$QJHO·V WUDGLQJ LV LOOHJDO XQGHU FXUUHQW LQVLGHU WUDGLQJ ODZ
LQ WKH8QLWHG 6WDWHV UHTXLUHV DQ DSSOLFDWLRQ RI WKHPLVDSSURSULDWLRQ WKHRU\ RI LQVLGHU WUDGLQJ�
ZKLFK IRUELGV WUDGLQJ XVLQJ LQIRUPDWLRQ PLVDSSURSULDWHG IURP WKH VRXUFH RI WKH LQIRUPDWLRQ�
7KLV GHWHUPLQDWLRQ� WKHUHIRUH� GHSHQGV RQZKHWKHU $QJHO·V WUDGLQJ LQ &RPSDQ\% VKDUHV ZDV
VDQFWLRQHG E\ &RPSDQ\ $� 6HH LQIUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
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LQʦRUʩDʭLRQ ʭR ʣQʧHOʠ ,Q ʦDʥʭ� ʹRʩʪDQ\ ʣ UHʥHLYHʬ D ʤHQHʦLʭ ʦURʩ
ʬʨDULQʧ ʭʨH LQʦRUʩDʭLRQ DʤRʮʭ ʹRʩʪDQ\ % ZLʭʨ ʣQʧHO� ʤHʥDʮʬH
ʣQʧHO ʪURYLGHʬ ʹRʩʪDQ\ ʣ QHZ LQʦRUʩDʭLRQ DʤRʮʭ ʹRʩʪDQ\ %ʠ

ʿʨDʭ YDOʮDʤOH ʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʩD\ ʤH
ʪURGʮʥHG ʤ\ ʦLUʩʬ Dʭ OLʭʭOH RU QR ʥRʬʭ Lʬ D ʦHDʭʮUH Rʦ LQʬLGH LQʦRUʩDʭLRQ
ʭʨDʭ ʩDQ\ ʬʥʨRODUʬ ʬʭʮG\LQʧ LQʬLGHU ʭUDGLQʧ UHDGLO\ DʥNQRZOHGʧHʠ
ʻRʯ� *ORʬʭHQ� DQG 5DʮʭHUʤHUʧ RʤʬHUYH ʭʨDʭ ˠʩRʬʭ ʩDʭHULDO
LQʦRUʩDʭLRQ ʦURʩZLʭʨLQ DQ LʬʬʮHU Lʬ ʭʨH ʬ\QHUʧLʬʭLʥ ʤ\ʪURGʮʥʭ Rʦ ʭʨH
RʪHUDʭLRQʬ Rʦ ʭʨH ʮQGHUO\LQʧ ʤʮʬLQHʬʬʠˡʡ� ,DQ ʣ\UHʬ DQG 6ʭHʪʨHQ
ʹʨRL ʧR ʬR ʦDU Dʬ ʭR GHʦLQH D ʭHUʩ� ˠQRQʟʭUDGLQʧ LQʦRUʩDʭLRQ�ˡ
ʬʪHʥLʦLʥDOO\ ʭR GHʬʥULʤH YDOʮDʤOHʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʭʨDʭ
Lʬ ʪURGʮʥHG Dʬ D ʤ\ʪURGʮʥʭ Rʦ RʭʨHU DʥʭLYLʭLHʬ ZLʭʨLQ ʭʨH ʦLUʩʠʡ�

ʿʨHUH Lʬ� ʨRZHYHU� RQH ʪRLQʭ Rʦ ʥRQʦʮʬLRQ ʭʨDʭ ʨDʬ
RʤʦʮʬʥDʭHG ʭʨH ʬʮUʪOʮʬ QDʭʮUH Rʦ LQʬLGH LQʦRUʩDʭLRQ Dʭ Lʭʬ ʬRʮUʥH ʦRU
ʬRʩH ʬʥʨRODUʬʠ ˀʨHQ ʪUHʬHQʭHG ZLʭʨ ʭʨH RʤʬHUYDʭLRQ ʭʨDʭ DʥʥHʬʬ ʭR
LQʬLGH LQʦRUʩDʭLRQ DʪʪHDUʬ ʭR ʪURYLGH D ZLQGʦDOO ʭR D OʮʥN\ ʦHZ
LQʬLGHUʬ� ʼHQU\ 0DQQH DQG RʭʨHU ʥULʭLʥʬ Rʦ DQ LQʬLGHU ʭUDGLQʧ
ʪURʨLʤLʭLRQ RʦʦHU DQ HʯʪODQDʭLRQ ʦRU Zʨ\ DʥʥHʬʬ ʭR LQʬLGH
LQʦRUʩDʭLRQ ʩD\ QRʭ ʥRQʬʭLʭʮʭH D ZLQGʦDOO ʦRU ʭʨHʬH HʩʪOR\HHʬʠ
ʿʨHʬH ʬʥʨRODUʬ DUʧʮH ʭʨDʭ DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ ʥDQ ʤH D
ʥRʩʪRQHQʭ Rʦ ʭʨH ʥRʩʪHQʬDʭLRQ ʪURYLGHG ʭR HʩʪOR\HHʬʠʡ� ʣʥʥRUGLQʧ
ʭR ʭʨLʬ OLQH Rʦ DUʧʮʩHQʭ� Lʦ DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ Lʬ D
ʬʮʤʬʭLʭʮʭH ʦRU RʭʨHU ʦRUʩʬ Rʦ ʥRʩʪHQʬDʭLRQ� ʭʨHQ ʭʨH YDOʮH ʦURʩ
DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ UHDOL˅HG ʤ\ HʩʪOR\HHʬ ZRʮOG QRʭ ʤH D
ZLQGʦDOOʠ

8ʬLQʧ ʭʨH ʦDʥʭʬ Rʦ ʭʨH ʨ\ʪRʭʨHʭLʥDO DʤRYH ʭR LOOʮʬʭUDʭH ʭʨLʬ
ʪRLQʭ� ʬʮʪʪRʬH ʭʨDʭ ʹRʩʪDQ\ ʣ ʥʨRRʬHʬ ʭR UHGʮʥH ʣQʧHO˞ʬ ʬDODU\ ʭR
UHʦOHʥʭ ʭʨH ʧDLQ ʣQʧHO Lʬ DʤOH ʭR UHDOL˅H ʤ\ ʭUDGLQʧ LQ ʹRʩʪDQ\ %
ʬʨDUHʬʠ ,ʭ Lʬ ʥRUUHʥʭ ʭʨDʭ UHGʮʥLQʧ ʣQʧHO˞ʬ ʬDODU\ ʭR RʦʦʬHʭ ʭʨH ʧDLQʬ
ʣQʧHO UHDOL˅Hʬ ʦURʩ ʭUDGLQʧ LQ ʹRʩʪDQ\ % ʬʨDUHʬ ʩD\ HOLʩLQDʭH
ʣQʧHO˞ʬ ZLQGʦDOOʠ ʼRZHYHU� ʭUHDʭLQʧ DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ Dʬ
D ʥRʩʪRQHQʭ Rʦ ʥRʩʪHQʬDʭLRQ GRHʬ QRʭ DOʭHU ʭʨH ʬʮUʪOʮʬ QDʭʮUH Rʦ
ʭʨH YDOʮH UHDOL˅HG ʤ\ ʮʬLQʧ LQʬLGH LQʦRUʩDʭLRQ ʦRU D ʭUDGLQʧ
DGYDQʭDʧHʠ 2ʦʦʬHʭʭLQʧ ʣQʧHO˞ʬ ʧDLQ ʦURʩ DʥʥHʬʬ ʭR LQʬLGH
LQʦRUʩDʭLRQ ZLʭʨ D UHGʮʥʭLRQ LQ ʣQʧHO˞ʬ ʬDODU\ ʬLʩʪO\ ʬʨLʦʭʬ ʭʨH
ʤHQHʦLʥLDU\ Rʦ ʭʨH ZLQGʦDOO ʥUHDʭHG ʤ\ ʭʨH ORZ LQʥUHʩHQʭDO ʥRʬʭ Rʦ

ʡ� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʶʢʠ
ʡ� 6HH ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH ʵ�� Dʭ �ʵ� ʝˠ2ʮʭʬLGH LQʦRUʩDʭLRQ ʪHUʭLQHQʭ ʭR

ʭʨH YDOʮDʭLRQ Rʦ ʭʨH ʭUDGHG ʦLUʩ� LQ ʭʮUQ� ʩD\ ʤH ʬHʪDUDʭHG LQʭR ʭZR ʥDʭHʧRULHʬʷ
LQʦRUʩDʭLRQ ʭʨDʭ ZRʮOG ʨDYH ʤHHQ ʥUHDʭHG ZLʭʨRʮʭ UHʧDUG ʭR ʭUDGLQʧ ʪURʦLʭ ʝʭHUʩHG ˢQRQʟ
ʭUDGLQʧ LQʦRUʩDʭLRQ˞ʞ ʠ ʠ ʠ ʠˡʞʠ ʼHQU\ 0DQQH ʬLʩLODUO\ DʥNQRZOHGʧHG ʭʨDʭ ˠʩDQ\
ʬLʧQLʦLʥDQʭ ʪLHʥHʬ Rʦ LQʦRUʩDʭLRQ DUH ZLQGʦDOOʬ ʭR ʭʨH LQGLYLGʮDOʬ ZʨR ʦLUʬʭ OHDUQ ʭʨHʩʠˡ
ʼ(15< *ʠ 0ʣ11(� ,16,ʺ(5 ʿ5ʣʺ,1* ʣ1ʺ ʿʼ( 6ʿ2ʹʾ0ʣ5ʾ(ʿ ʶ� ʝ�ʢ��ʞʠ

ʡ� ʺHQQLʬ ˀʠ ʹDUOʭRQ ʳ ʺDQLHO 5ʠ ʻLʬʥʨHO� 7KH 5HJXODWLRQ RI ,QVLGHU 7UDGLQJ� �ʶ
6ʿʣ1ʠ /ʠ 5(9ʠ �ʶʡ� ��� ʝ�ʢ��ʞ ʝDUʧʮLQʧ ˠZʨ\ DOORZLQʧ ˃LQʬLGHU ʭUDGLQʧ˄ ʩD\ ʤH DQ HʦʦLʥLHQʭ
ZD\ ʭR ʥRʩʪHQʬDʭH ʥRUʪRUDʭH ʩDQDʧHUʬˡʞʸ VHH DOVR0ʣ11(� VXSUD QRʭH ʡ�� Dʭ ���˟ʵʶʠ
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FUHDWLQJ YDOXDEOH LQVLGH LQIRUPDWLRQ IURP $QJHO WR &RPSDQ\ $� ,I
DFFHVV WR LQVLGH LQIRUPDWLRQ LV XVHG DV D FRPSRQHQW RI
FRPSHQVDWLRQ� WKHQ WKH ZLQGIDOO QDWXUH RI LQVLGH LQIRUPDWLRQ LV QRW
HOLPLQDWHG EXW VLPSO\ VKLIWHG IURP WKH HPSOR\HH WR WKH ILUP�

,QVLGH LQIRUPDWLRQ LV VXUSOXV DW LWV VRXUFH EHFDXVH IHZ
LQFUHPHQWDO UHVRXUFHV QHHG WR EH H[SHQGHG WR SURGXFH WKLV
LQIRUPDWLRQ� QRW EHFDXVH DFFHVV WR LQVLGH LQIRUPDWLRQ FDQ SURYLGH
DQ XQH[SHFWHG ZLQGIDOO WR D IHZ HPSOR\HHV�

&� 8VHV RI ,QVLGH ,QIRUPDWLRQ DQG :DVWH

7KH GLVFXVVLRQ DERYH IRFXVHV RQ KRZ WKH ORZ�FRVW
SURGXFWLRQ RI LQVLGH LQIRUPDWLRQ FUHDWHV D VXUSOXV��� 7KH
GLVFXVVLRQ QRZ VKLIWV WR VKRZLQJ ZK\ WKH XVH RI LQVLGH
LQIRUPDWLRQ WR WUDGH VHFXULWLHV LQYROYHV D ]HUR�VXP JDPH ZKHUHLQ
JDLQV E\ WKRVH LQ SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ FRPH SULPDULO\
DW WKH H[SHQVH RI RWKHUV�

7KHUH DUH WKUHH HOHPHQWV WR WKH FODLP WKDW WKH YDOXH LQ
XVH RI LQVLGH LQIRUPDWLRQ LQYROYHV D WUDQVIHU RI YDOXH IURP RWKHUV
UDWKHU WKDQ WKH FUHDWLRQ RI QHZ YDOXH� 7KH ILUVW HOHPHQW LV WKH
DVVHUWLRQ WKDW WKH DELOLW\ WR WUDGH RQ LQVLGH LQIRUPDWLRQ LV
YDOXDEOH� 7KH VHFRQG HOHPHQW LV WKH DVVHUWLRQ WKDW WKLV YDOXH LV
UHDOL]HG DW VRPHRQH HOVH·V H[SHQVH� 7KH WKLUG HOHPHQW RI WKH
FODLP LV DQ H[SODQDWLRQ DV WR ZK\ SHRSOH DOORZ WKLV WUDQVIHU RI
YDOXH WR RFFXU� RU� LQ RWKHU ZRUGV� ZK\ ZRXOG DQ\RQH FRQWLQXH WR
HQWHU LQWR WUDGHV ZKHQ WKH\ DUH PRUH OLNHO\ WR ORVH WKDQ WR ZLQ�

�� 9DOXH RI ,QVLGH ,QIRUPDWLRQ

7KH ILUVW SDUW RI H[SODLQLQJ ZK\ WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ FRQVWLWXWHV WKH WUDQVIHU RI YDOXH UDWKHU WKDQ WKH
FUHDWLRQ RI YDOXH LQYROYHV UHYLHZLQJ ZK\ WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ JHQHUDWHV UHWXUQV WKDW H[FHHG WKRVH UHDOL]HG E\
RWKHU LQYHVWRUV� ([SODLQLQJ ZK\ LQVLGH LQIRUPDWLRQ LV YDOXDEOH
UHTXLUHV D UHYLHZ RI ZRUN E\ ILQDQFLDO HFRQRPLVWV RQ PDUNHW
HIILFLHQF\� )LQDQFLDO HFRQRPLVWV KDYH VWXGLHG WKH UHODWLRQVKLS
EHWZHHQ LQIRUPDWLRQ DQG VWRFN SULFHV LQ GHSWK DQG KDYH
FRQVLGHUHG LQ GHWDLO WKUHH GLIIHUHQW K\SRWKHVHV DERXW WKH
UHODWLRQVKLS EHWZHHQ LQIRUPDWLRQ DQG VWRFN SULFHV� (DFK RI WKHVH
WKUHH K\SRWKHVHV LV GHVFULEHG DV D YHUVLRQ RI WKH (IILFLHQW
&DSLWDO 0DUNHW +\SRWKHVLV �(&0+����

�� 6HH VXSUD 6HFWLRQ ,,�%�
�� 6HH JHQHUDOO\ /DZUHQFH $� &XQQLQJKDP� )URP 5DQGRP :DONV WR &KDRWLF

&UDVKHV� 7KH /LQHDU *HQHDORJ\ RI WKH (IILFLHQW &DSLWDO 0DUNHW +\SRWKHVLV� �� *(2�
:$6+� /� 5(9� ��� ������ �VXPPDUL]LQJ WKH KLVWRU\ RI WKH (&0+ DQG WKH UDQGRP ZDON
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ʿʨH ʦLUʬʭ ʨ\ʪRʭʨHʬLʬ DʤRʮʭ ʭʨH UHODʭLRQʬʨLʪ ʤHʭZHHQ
LQʦRUʩDʭLRQ DQG ʬʭRʥN ʪULʥHʬ Lʬ ʭʨH ˠZHDNˡ (ʹ0ʼʠ ʿʨH ZHDN
(ʹ0ʼ ʨ\ʪRʭʨHʬL˅Hʬ ʭʨDʭ ʨLʬʭRULʥDO LQʦRUʩDʭLRQ DʤRʮʭ ʬHʥʮULʭLHʬ
ʪULʥH ʩRYHʩHQʭʬ Lʬ DOUHDG\ LQʥRUʪRUDʭHG LQʭR ʥʮUUHQʭ ʬʭRʥN
ʪULʥHʬʠʡ� ʿʨH ʥRQʬHQʬʮʬ DʩRQʧ ʦLQDQʥLDO HʥRQRʩLʬʭʬ Lʬ ʭʨDʭ ʭʨH
ZHDN (ʹ0ʼ ʨROGʬ ʭUʮH LQ ZHOOʟʦʮQʥʭLRQLQʧ ʬHʥʮULʭLHʬ ʩDUNHʭʬʠʡʡ
ʣʬ D UHʬʮOʭ� ʨDYLQʧ DʥʥHʬʬ ʭR LQʦRUʩDʭLRQ DʤRʮʭ ʨLʬʭRULʥDO ʪULʥH
ʩRYHʩHQʭʬ GRHʬ QRʭ ʪURYLGH DQ LQYHʬʭRU ZLʭʨ ʭʨH ʤDʬLʬ ʦRU D
ʬʮʬʭDLQDʤOH ʭUDGLQʧ DGYDQʭDʧHʠ

ʿʨH ʬHʥRQG ʨ\ʪRʭʨHʬLʬ ʪURʦʦHUHG ʤ\ ʦLQDQʥLDO HʥRQRʩLʬʭʬ
DʤRʮʭ ʭʨH UHODʭLRQʬʨLʪ ʤHʭZHHQ LQʦRUʩDʭLRQ DQG ʬʭRʥN ʪULʥHʬ Lʬ
NQRZQ Dʬ ʭʨH ˠʬHʩLʟʬʭURQʧˡ (ʹ0ʼʠ ʿʨH ʬHʩLʟʬʭURQʧ (ʹ0ʼ
ʨ\ʪRʭʨHʬL˅Hʬ ʭʨDʭ DOO ʪʮʤOLʥO\ DYDLODʤOH LQʦRUʩDʭLRQ� ʬʮʥʨ Dʬ ʭʨH
ʪʮʤOLʥO\ UHʪRUʭHG HDUQLQʧʬ Rʦ D ʥRʩʪDQ\� Lʬ UDʪLGO\ LQʥRUʪRUDʭHG
LQʭR ʬʭRʥN ʪULʥHʬʠʡ� ʺHʬʪLʭH ʬRʩH HYLGHQʥH ʭR ʭʨH ʥRQʭUDU\ DQG
GLʬDʧUHHʩHQʭ DʤRʮʭ ʪUHʥLʬHO\ ʨRZ UDʪLGO\ ʪʮʤOLʥ LQʦRUʩDʭLRQ Lʬ
LQʥRUʪRUDʭHG LQʭR ʬʭRʥN ʪULʥHʬ� ʭʨH ʥRQʬHQʬʮʬ DʩRQʧ ʦLQDQʥLDO
HʥRQRʩLʬʭʬ Lʬ ʭʨDʭ ʭʨH ʬHʩLʟʬʭURQʧ (ʹ0ʼ Lʬ DOʬR DQ DʥʥʮUDʭH
ʥʨDUDʥʭHUL˅DʭLRQ Rʦ ZHOOʟʦʮQʥʭLRQLQʧ ʬHʥʮULʭLHʬ ʩDUNHʭʬʠʡʢ ʣʬ D
UHʬʮOʭ� ʨDYLQʧ DʥʥHʬʬ ʭR LQʦRUʩDʭLRQ ʭʨDʭ Lʬ DOUHDG\ ʪʮʤOLʥO\
DYDLODʤOH GRHʬ QRʭ ʪURYLGH DQ LQYHʬʭRU ZLʭʨ ʭʨH ʤDʬLʬ ʦRU D
ʬʮʬʭDLQDʤOH ʭUDGLQʧ DGYDQʭDʧHʠ

ʿʨH ʭʨLUG ʨ\ʪRʭʨHʬLʬ ZLʭʨ UHʬʪHʥʭ ʭR ʭʨH UHODʭLRQʬʨLʪ
ʤHʭZHHQ LQʦRUʩDʭLRQ DQG ʬʭRʥN ʪULʥHʬ Lʬ ʭʨH ˠʬʭURQʧˡ (ʹ0ʼʠ ʿʨH
ʬʭURQʧ (ʹ0ʼ ʨ\ʪRʭʨHʬL˅Hʬ ʭʨDʭ DOO LQʦRUʩDʭLRQ� ZʨHʭʨHU ʪʮʤOLʥ RU
ʪULYDʭH� Lʬ UDʪLGO\ LQʥRUʪRUDʭHG LQʭR ʬʭRʥN ʪULʥHʬʠ�� ,ʦ ʭʨH ʬʭURQʧ
YHUʬLRQ Rʦ ʭʨH (ʹ0ʼ Lʬ DQ DʥʥʮUDʭH GHʬʥULʪʭLRQ Rʦ ZHOOʟʦʮQʥʭLRQLQʧ
ʬHʥʮULʭLHʬ ʩDUNHʭʬ� ʭʨHQ LQʬLGH LQʦRUʩDʭLRQ ZRʮOG ʤH Rʦ OLʭʭOH YDOʮHʠ
ʿʨLʬ LQʦRUʩDʭLRQZRʮOGDOUHDG\ ʤH LQʥRUʪRUDʭHG LQʭR ʬʭRʥNʪULʥHʬ DQG
ʭʨRʬH ZLʭʨ DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ ʥRʮOG QRʭ ʬ\ʬʭHʩDʭLʥDOO\
ʭUDGH ʪURʦLʭDʤO\ ʤDʬHG RQ ʭʨDʭ DʥʥHʬʬʠ ʿʨH ʥRQʬHQʬʮʬ DʩRQʧ
ʦLQDQʥLDO HʥRQRʩLʬʭʬ Lʬ ʭʨDʭ ʭʨH DYDLODʤOH HYLGHQʥH GRHʬ QRʭ ʬʮʪʪRUʭ
ʭʨH ʬʭURQʧ (ʹ0ʼʠ ,Q ʦDʥʭ� ʬRʩH Rʦ ʭʨH ʤHʬʭ HYLGHQʥH ʦRU UHʰHʥʭLQʧ ʭʨH
ʬʭURQʧ (ʹ0ʼ Lʬ ʭʨH DʤLOLʭ\ Rʦ LQʬLGHUʬ ʭR ʭUDGH ʪURʦLʭDʤO\ ʮʬLQʧ
LQʬLGH LQʦRUʩDʭLRQʠ��

ʩRGHO Rʦ ʪʮʤOLʥ ʥDʪLʭDO ʩDUNHʭ ʤHʨDYLRUʞʸ (ʮʧHQH ʻʠ ʻDʩD� (IILFLHQW &DSLWDO 0DUNHWV� $
5HYLHZ RI 7KHRU\ DQG (PSLULFDO :RUN� �ʶ ʽʠ ʻ,1ʠ ��� ʝ�ʢʡ�ʞ ʝUHYLHZLQʧ HʥRQRʩLʥʬ
OLʭHUDʭʮUH RQ ʭʨH (ʹ0ʼʞʠ

ʡ� 6HH ʻDʩD� VXSUD QRʭH ʡʶ� Dʭ ���ʠ
ʡʡ 5RQDOG ʽʠ *LOʬRQ ʳ 5HLQLHU ʼʠ ʾUDDNʩDQ� 7KH 0HFKDQLVPV RI 0DUNHW

(IILFLHQF\� ʡ� 9ʣʠ /ʠ 5(9ʠ ʶʵʢ� ʶʶʶ Qʠ�ʶ ʝ�ʢ�ʵʞʠ
ʡ� 6HH ʻDʩD� VXSUD QRʭH ʡʶ� Dʭ ���ʠ
ʡʢ ʺDQLHO 5ʠ ʻLʬʥʨHO� (IILFLHQW &DSLWDO 0DUNHWV� WKH &UDVK� DQG WKH )UDXG RQ

WKH 0DUNHW 7KHRU\� ʡʵ ʹ251(// /ʠ 5(9ʠ ʢ�ʡ� ʢ��˟�� Qʠ�� ʝ�ʢ�ʢʞʠ
�� 6HH ʻDʩD� VXSUD QRʭH ʡʶ� Dʭ ���ʠ
�� 6HH ʻLʬʥʨHO� VXSUD QRʭH ʡʢ� Dʭ ʢ��˟�� Qʠ��ʠ
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�� 6RXUFH RI 9DOXH RI ,QVLGH ,QIRUPDWLRQ

7KH HYLGHQFH VXJJHVWV WKDW WKRVH LQ SRVVHVVLRQ RI LQVLGH
LQIRUPDWLRQ FDQ JHQHUDWH UHWXUQV WKDW H[FHHG WKRVH UHDOL]HG E\ RWKHU
LQYHVWRUV��� 7KH QH[W TXHVWLRQ WR FRQVLGHU LQ H[SODLQLQJ ZK\ WKH XVH
RI LQVLGH LQIRUPDWLRQ LQYLWHV ZDVWHIXO FRPSHWLWLRQ LV ZKHUH WKHVH
H[FHVV UHWXUQV FRPH IURP� 7KHUH DUH WZR SRVVLEOH DQVZHUV� )LUVW�
LQVLGHUV PLJKW SURILW EHFDXVH WKHLU DFWLYLWLHV LQFUHDVH WKH YDOXH RI
WKH ILUP� 6HFRQG� LQVLGHUV PLJKW SURILW DW WKH H[SHQVH RI RWKHUV�

0DQQH UHMHFWV WKH LGHD WKDW JDLQV UHDOL]HG IURP LQVLGHU
WUDGLQJ PXVW FRPH DW WKH H[SHQVH RI RWKHUV� 0DQQH ZULWHV WKDW�
´7KH LQVLGHU·V JDLQ LV QRW PDGH DW WKH H[SHQVH RI DQ\RQH� 7KH
RFFDVLRQDOO\ YRLFHG REMHFWLRQ WR LQVLGHU WUDGLQJ³WKDW VRPHRQH
PXVW EH ORVLQJ WKH VSHFLILF PRQH\ WKH LQVLGHU PDNHV³LV QRW WUXH
LQ DQ\ UHOHYDQW VHQVH�µ�� +RZHYHU� 0DQQH SURYLGHV QR HYLGHQFH
WR VXSSRUW WKLV FODLP� ,QVWHDG� 0DQQH DQG RWKHUV UHO\ RQ WZR
REVHUYDWLRQV WR VXJJHVW WKDW SURILWV IURP LQVLGHU WUDGLQJ GR QRW
FRPH DW WKH H[SHQVH RI RWKHUV�

2QH REVHUYDWLRQ WKDW PLJKW VXSSRUW WKLV FODLP LV WKDW
HPSOR\HH DFFHVV WR LQVLGH LQIRUPDWLRQ FDQ EH XVHG WR ORZHU WKH
DPRXQW WKH ILUP QHHGV WR SD\ LQ RWKHU IRUPV RI FRPSHQVDWLRQ���
+RZHYHU� WKLV REVHUYDWLRQ LV RQO\ UHOHYDQW WR WKH TXHVWLRQ RI ZKLFK
SDUW\ EHQHILWV IURP DFFHVV WR WKH H[FHVV UHWXUQV WKDW FDQ EH
JHQHUDWHG E\ WUDGLQJ RQ DFFHVV WR LQVLGH LQIRUPDWLRQ DQG QRW WR WKH
TXHVWLRQ RI KRZ WKDW YDOXH LV FUHDWHG��� ,Q WKH VFHQDULR ZKHUH LQVLGH
LQIRUPDWLRQ LV XVHG DV D IRUP RI H[HFXWLYH FRPSHQVDWLRQ� LW LV
VLPSO\ WKH ILUP UDWKHU WKDQ WKH HPSOR\HH ZKR EHQHILWV IURP WKH
YDOXH UHDOL]HG E\ WUDGLQJ RQ WKLV LQIRUPDWLRQ���

$QRWKHU REVHUYDWLRQ RIIHUHG WR DUJXH WKDW WUDGLQJ RQ
LQVLGH LQIRUPDWLRQ GRHV QRW VLPSO\ WUDQVIHU YDOXH IURP OHVV
LQIRUPHG LQYHVWRUV LV WKDW WKHUH DUH EHQHILWV SURYLGHG E\ LQVLGHU
WUDGLQJ� VXFK DV LPSURYHG VKDUH SULFH DFFXUDF\��� ,PSURYLQJ
VKDUH SULFH DFFXUDF\ FDQ EHQHILW ERWK WKH ILUP DQG WKH HFRQRP\
DV D ZKROH� 7KH RSHQ LVVXH LV WKH HPSLULFDO TXHVWLRQ RI KRZ WKH
PDJQLWXGH RI WKLV EHQHILW³WKH LPSURYHPHQWV LQ VKDUH SULFH
DFFXUDF\³FRPSDUHV WR WKH DPRXQW RI WKH YDOXH UHDOL]HG E\

�� 6HH VXSUD 6HFWLRQ ,,�&���
�� 6HH0$11(� VXSUD QRWH ��� DW ���
�� 6HH VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
�� 6HH VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
�� 2QO\ LI LQVLGHU WUDGLQJ LV DQ HIILFLHQW ZD\ WR FRPSHQVDWH HPSOR\HHV �WKH HYLGHQFH

LV WR WKH FRQWUDU\� ZLOO WKLV FRPSHQVDWLRQ WHFKQLTXH SURYLGH DW OHDVW VRPH H[SODQDWLRQ IRU WKH
YDOXH WKDW FDQ EH UHDOL]HG E\ WUDGLQJ RQ LQVLGH LQIRUPDWLRQ� )RU D GLVFXVVLRQ RI WKH UHODWLYH
HIILFLHQF\ RU LQHIILFLHQF\ RI LQVLGHU WUDGLQJ DV D PHDQV RI FRPSHQVDWLRQ� VHH LQIUD QRWHV ���²
��� DQG DFFRPSDQ\LQJ WH[W�

�� 6HH LQIUD QRWH ���²��� DQG DFFRPSDQ\LQJ WH[W�
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ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQʠ ˀH NQRZ ʭʨDʭ ʭUDGLQʧ RQ LQʬLGH
LQʦRUʩDʭLRQ ʥDQ ʪURGʮʥH ʬʮʤʬʭDQʭLDO DʩRʮQʭʬ Rʦ ʪURʦLʭʠ�� ,ʭ
ʬHHʩʬ LʩʪODʮʬLʤOH ʭʨDʭ ʭʨHʬH ʬʮʤʬʭDQʭLDO ʪURʦLʭʬ DUH HQʭLUHO\ ʭʨH
UHʬʮOʭ Rʦ LʩʪURYHʩHQʭʬ LQ ʬʨDUH ʪULʥH DʥʥʮUDʥ\ʠ

ʿʨH ʩHʥʨDQLʬʩ ʤ\ ZʨLʥʨ ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ
ʩLʧʨʭ ʭUDQʬʦHU YDOʮH ʦURʩ RʭʨHU LQYHʬʭRUʬ Lʬ� RQ ʭʨH RʭʨHU ʨDQG�
ʫʮLʭH ʬʭUDLʧʨʭʦRUZDUG ʭR ʮQGHUʬʭDQGʠ ʣʬ ʽDʥN ʿUH\QRU� ZULʭLQʧ
ʮQGHU ʭʨH QRʩ GH ʪOʮʩH ˀDOʭHU %DʧHʨRʭ� RʤʬHUYHʬ� ˠ˃H˄YHU\ ʭLʩH
RQH LQYHʬʭRU ʤHQHʦLʭʬ ʦURʩ D ʭUDGH� DʦʭHU DOO� DQRʭʨHU ORʬHʬʠˡ�ʢ
ʿUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ Lʬ DOʩRʬʭ ʥHUʭDLQO\ QRʭ ʭʨH ʩDʧLʥDO
YDOʮH ʥUHDʭLRQʩDʥʨLQH ʭʨDʭ 0DQQH ʥODLʩʬ Lʭ ʭR ʤHʠ ʿʨH ʥRQʬHQʬʮʬ
YLHZ QRZ Lʬ ʭʨDʭ ʪURʦLʭʬ UHDOL˅HG ʤ\ ʭUDGLQʧ RQ ʩDʭHULDO QRQʪʮʤOLʥ
LQʦRUʩDʭLRQ ʥRʩH Dʭ ʭʨH HʯʪHQʬH Rʦ RʭʨHUʬʠ ʣ\UHʬ DQG ʹʨRL ZULʭH
ˠʭʨH ʭUDGLQʧ ʤHQHʦLʭ ʭʨDʭ LQʦRUʩHG ʭUDGHUʬ UHʥHLYH ʦURʩ ʭʨHLU
LQʦRUʩDʭLRQ DGYDQʭDʧH ZLOO HʯDʥʭO\ HʫʮDO ʭʨH ʭUDGLQʧ ORʬʬ ʭR
ʮQLQʦRUʩHG LQYHʬʭRUʬʠˡʢ� ʻRʯ� *ORʬʭHQ� DQG 5DʮʭHUʤHUʧ ʬLʩLODUO\
ʥRQʥOʮGH ʭʨDʭ ˠʭUDGLQʧ Lʬ D ˅HURʟʬʮʩ ʧDʩHʠˡʢ� ˀLOOLDʩ ˀDQʧ
ʪURYLGHʬ D GHʭDLOHG ʬʥHQDULRʟʤDʬHG HʯʪODQDʭLRQ Dʬ ʭR Zʨ\ ˠHDʥʨ
Dʥʭ Rʦ LQʬLGH ʭUDGLQʧ GRHʬ LQ ʦDʥʭ ʨDUʩ RʭʨHU LQGLYLGʮDOʬʠˡʢ�

ʿʨH UHODʭHG ʫʮHʬʭLRQ Dʬ ʭR ZʨR ORʬHʬ Rʮʭ ʭR LQʬLGHUʬ Lʬ D
ʩʮʥʨʟGHʤDʭHG ʭRʪLʥʠ 3RʬʬLʤOH ORʬHUʬ LQʥOʮGH ʩDUNHʭ ʩDNHUʬ� RʭʨHUʬ
ZʨR ʭUDGH LQ ʭʨH ʦLUʩ˞ʬ ʬHʥʮULʭLHʬ Dʭ ʭʨH ʬDʩH ʭLʩH LQʬLGHUʬ DUH
ʭUDGLQʧ� RU ʭʨH ʦLUʩʬ ʭʨHʩʬHOYHʬ ZʨHQ UDLʬLQʧ ʥDʪLʭDO LQ ʪʮʤOLʥ
ʬHʥʮULʭLHʬ ʩDUNHʭʬʠʢ� ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� ʦRU HʯDʩʪOH�
DUʧʮH ʭʨDʭ RʭʨHU LQYHʬʭRUʬ ZLOO QRʭ ʪULʥH ʬHʥʮULʭLHʬ LQ D ZD\ ʭʨDʭ
ʪURYLGHʬ ʭʨHʩ D ʤHORZʟʩDUNHʭ UHʭʮUQ� ʬR ʭʨH ʦDʥʭ ʭʨDʭ LQʦRUʩHG
ʭUDGHUʬ ʥDQ ʥDʪʭʮUH YDOʮH ʩHDQʬ ʭʨDʭ ʦLUʩʬ UDLʬLQʧ ʥDʪLʭDO ZLOO
UHʥHLYH OHʬʬ ʭʨDQ ʭʨH\ RʭʨHUZLʬH ZRʮOG Lʦ ʭʨH\ ʥRʮOG ʬHOO ʬHʥʮULʭLHʬ
RQO\ ʭR LQYHʬʭRUʬ ZʨR ZRʮOG QHYHU ʭUDGH RQ LQʬLGH LQʦRUʩDʭLRQʠʢʵ

,ʦ ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ LQYROYHʬ D ˅HURʟʬʮʩ
ʧDʩH� Dʬ ʭʨH HYLGHQʥH ʬʮʧʧHʬʭʬ� ʭʨHQ UHʬRʮUʥHʬ LQYHʬʭHG LQ
ʥRʩʪHʭLʭLYH HʦʦRUʭʬ ʭR ʭUDGH RQ ʭʨLʬ LQʦRUʩDʭLRQ DUH ZDʬʭHG ʦURʩ
D ʬRʥLDO ZHOʦDUH ʪHUʬʪHʥʭLYHʠ

�� 6HH LQIUD 6HʥʭLRQ ,9ʠ%ʠ
�ʢ ˀDOʭHU %DʧHʨRʭ� 7KH 2QO\ *DPH LQ 7RZQ� �ʡ ʻ,1ʠ ʣ1ʣ/<6ʿ6 ʽʠ ��� �� ʝ�ʢʡ�ʞʠ
ʢ� 6HH ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH ʵ�� Dʭ ���ʠ
ʢ� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʵʢʠ
ʢ� ˀLOOLDʩ ʾʠ6ʠ ˀDQʧ� 7UDGLQJ RQ 0DWHULDO 1RQ�3XEOLF ,QIRUPDWLRQ RQ

,PSHUVRQDO 6WRFN 0DUNHWV� :KR ,V +DUPHG� DQG :KR &DQ 6XH :KRP 8QGHU 6(& 5XOH
��E��"� ʶʵ 6ʠ ʹʣ/ʠ /ʠ 5(9ʠ ���ʡ� ���ʵ˟�ʶ ʝ�ʢ��ʞʠ

ʢ� ʻRU D GLʬʥʮʬʬLRQ Rʦ ʩDUNHʭ ʩDNHUʬ� ʬHH LQIUD QRʭH ʢ� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
ʢʵ 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʵ�ʠ
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�ʠ ʿUDGLQʧ ZLʭʨ ʿʨRʬH LQ 3RʬʬHʬʬLRQ Rʦ ,QʬLGH
,QʦRUʩDʭLRQ

ʿʨH RʤʬHUYDʭLRQ DʤRYH� ʭʨDʭ ʭʨRʬH ZʨR ʭUDGH RQ LQʬLGH
LQʦRUʩDʭLRQ ʤHQHʦLʭ Dʭ ʭʨH HʯʪHQʬH Rʦ RʭʨHUʬ� UDLʬHʬ D ʦROORZʟRQ
ʫʮHʬʭLRQ ZRUʭʨ\ Rʦ ʦʮUʭʨHU ʥRQʬLGHUDʭLRQʠʢʶ ˀʨ\ ZRʮOG LQYHʬʭRUʬ
HYHU ZLOOLQʧO\ ʥʨRRʬH ʭR ʭUDGH ZLʭʨ ʭʨRʬH ZʨR ʨDYH DʥʥHʬʬ ʭR
LQʬLGH LQʦRUʩDʭLRQˍ

ʿʨLʬ ʫʮHʬʭLRQ Lʬ DGGUHʬʬHG ʤ\ ʭʨRʬH ZʨR ʬʭʮG\ ʩDUNHʭ
ʩDNHUʬʠ ʣ ʩDUNHʭ ʩDNHU Lʬ D ʪURʦHʬʬLRQDO OLʫʮLGLʭ\ ʬʮʪʪOLHU ZʨRʬH
ʤʮʬLQHʬʬ Lʬ ˠʭR ʬʭDQG UHDG\ ʭR ʤʮ\ RU ʬHOO ʬʨDUHʬ Dʭ ˃ʭʨHLU˄ ʫʮRʭHG
ʪULʥHʬ ʝUHʬʪHʥʭLYHO\ D ˢʤLG˞ ʪULʥH ʭR ʤʮ\ DQG DQ ˢRʦʦHU˞ RU ˢDʬN˞ ʪULʥH ʭR
ʬHOOʞʠˡʢ� %HʥDʮʬH ʩDUNHʭ ʩDNHUʬ ʪʮUʥʨDʬH DQG ʬHOO ʬHʥʮULʭLHʬ ʦURʩ
DOO ʪDUʭLHʬ� ʩDUNHʭ ʩDNHUʬ ZRʮOG DʪʪHDU ʭR ʤH ʭʨRʬH ʩRʬʭ OLNHO\ ʭR
ʤH ʨDUʩHG ʤ\ ʭUDGLQʧ ZLʭʨ ʤHʭʭHU LQʦRUʩHG ʥRʮQʭHUʟʪDUʭLHʬʠ ʿʨH
ʫʮHʬʭLRQ ʭʨHQ ʤHʥRʩHʬ Zʨ\ ZRʮOG ʩDUNHʭ ʩDNHUʬ HYHU ʭUDGH ZLʭʨ
ʭʨRʬH LQ ʪRʬʬHʬʬLRQ Rʦ ʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQʠ ʿʨH DQʬZHU
ʭR ʭʨLʬ ʫʮHʬʭLRQ ʩʮʬʭ ʤH ʭʨDʭ Lʭ Lʬ OHʬʬ HʯʪHQʬLYH ʭR RʥʥDʬLRQDOO\
ʭUDGH ZLʭʨ ʤHʭʭHU LQʦRUʩHG ʪDUʭLHʬ ʭʨDQ ʭR ʭU\ DQG ʦHUUHʭ Rʮʭ ZʨLʥʨ
ʭUDGHUʬ DUH ʭUDGLQʧ Dʭ DQ LQʦRUʩDʭLRQDO DGYDQʭDʧHʠ ,ʦ DYRLGLQʧ
ʭʨRʬH ʭUDGLQʧ ZLʭʨ LQʬLGH LQʦRUʩDʭLRQ ZHUH ʬLʩʪOH ʭR GR� ʭʨHQ
LQʬLGHU ʭUDGLQʧ ZRʮOG QRʭ ʧHQHUDʭH HʯʥHʬʬ UHʭʮUQʬʠ 0DUNHʭ ʩDNHUʬ
LQʬʭHDG ʥʨRRʬH ʭR RʦʦʬHʭ ʭʨHLU ORʬʬHʬ ʭR LQʦRUʩHG ʭUDGHUʬ ʤ\ ʬHʭʭLQʧ
D ʨLʧʨHU ʤLGʟDʬN ʬʪUHDGʠ ʿʨH ʤLGʟDʬN ʬʪUHDG ʪUHʬʮʩDʤO\ ʪURYLGHʬ
ʩDUNHʭ ʩDNHUʬ DGHʫʮDʭH ʥRʩʪHQʬDʭLRQ ʦRU ʪURYLGLQʧ OLʫʮLGLʭ\
GHʬʪLʭH ʭʨH ʦDʥʭ ʭʨDʭ ʬRʩH ʪʮUʥʨDʬHUʬ RU ʬHOOHUʬ DUH ZRUNLQʧ Dʭ DQ
LQʦRUʩDʭLRQDO DGYDQʭDʧHʠʢʡ

,Q ʬʮʩʩDU\� LQʬLGH LQʦRUʩDʭLRQ LQYLʭHʬZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
LQ ʭZR UHʬʪHʥʭʬʠ ʻLUʬʭ� LQʬLGH LQʦRUʩDʭLRQ ʥRʬʭʬ OLʭʭOH ʭR ʪURGʮʥH \Hʭ
ʥDQ ʤH ʫʮLʭH YDOʮDʤOHʠʢ� ʿʨLʬ ʥUHDʭHʬ D ʬʮUʪOʮʬ ʭʨDʭ ʥDQ ʤH GLʬʬLʪDʭHG
ʭʨURʮʧʨ ʥRʩʪHʭLʭLRQʠ 6HʥRQG� ʭʨH YDOʮH Rʦ LQʬLGH LQʦRUʩDʭLRQ ʥRʩHʬ
DOʩRʬʭ HʯʥOʮʬLYHO\ ʦURʩD ʭUDQʬʦHU RʦZHDOʭʨ ʦURʩRʭʨHUʬʠʢʢ 5HʬRʮUʥHʬ
LQYHʬʭHG LQ ʥRʩʪHʭLQʧ ʦRU D ʦLʯHG ʪUL˅H DUH ZDʬʭHGʠ ʿʨH QHʯʭ 3DUʭ Rʦ

ʢʶ 6HH VXSUD 6HʥʭLRQ ,,ʠʹʠ�ʠ
ʢ� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ ��ʡ˟��ʸ VHH DOVR /DZUHQʥH

5ʠ *ORʬʭHQ ʳ 3DʮO 5ʠ 0LOʧURʩ� %LG� $VN DQG 7UDQVDFWLRQ 3ULFHV LQ D 6SHFLDOLVW 0DUNHW
ZLWK +HWHURJHQHRXVO\ ,QIRUPHG 7UDGHUV� �ʵ ʽʠ ʻ,1ʠ (ʹ21ʠ ʡ� ʝ�ʢ�ʶʞʠ

ʢʡ ʿUH\QRU HʯʪODLQʬʷ

˃ʿ˄ʨH ʩDUNHʭ ʩDNHU ʥDQ ʤH YLHZHG Dʬ D ʥRQGʮLʭ ʭʨURʮʧʨ ZʨLʥʨ ʩRQH\ ʦORZʬ ʦURʩ
OLʫʮLGLʭ\ʟʩRʭLYDʭHG ʭUDQʬDʥʭRUʬ ʭR ʭUDQʬDʥʭRUʬ ZLʭʨ ʬʪHʥLDO LQʦRUʩDʭLRQ ʠ ʠ ʠ ʠ˃ˀʨDʭ
ʭʨH ʩDUNHʭ ʩDNHU˄ ORʬHʬ LQ ʭUDGLQʧ DʧDLQʬʭ ʭʨH ʬʪUHDG ʩʮʬʭ ʤH ODUʧH HQRʮʧʨ ʭR
ʪURYLGH LQʬLGHUʬ ZLʭʨ ʭʨHLU ʪURʦLʭʬ� DQG ʨRʪHʦʮOO\ OHDYH ʬRʩHʭʨLQʧ ʦRU ʭʨH ʩDUNHʭ
ʩDNHUʬ ʤHʬLGHʠ

6HH %DʧHʨRʭ� VXSUD QRʭH �ʢ� Dʭ �ʵʠ
ʢ� 6HH VXSUD 6HʥʭLRQ ,,ʠ%ʠ
ʢʢ 6HH VXSUD 6HʥʭLRQ ,,ʠʹʠ
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WKLV DUWLFOH FRQVLGHUV ZK\ H[LVWLQJ VFKRODUVKLS RQ LQVLGH LQIRUPDWLRQ
LJQRUHV RU PLQLPL]HV VXFK DQ LPSRUWDQW REVHUYDWLRQ DERXW WKH
QDWXUH RI WUDGLQJ RQ LQVLGH LQIRUPDWLRQ�

,,,� :+< 6&+2/$56+,3 21 ,16,'(5 75$',1* 32/,&<
,*125(6 7+(:$67()8/ &203(7,7,21 352%/(0

7KH GLVFXVVLRQ DERYH H[SODLQV ZK\ WKH DFTXLVLWLRQ DQG
XVH RI LQVLGH LQIRUPDWLRQ LQYLWHV ZDVWHIXO FRPSHWLWLRQ���� 7KLV
REVHUYDWLRQ PD\ DSSHDU VR REYLRXV WKDW� JLYHQ WKH ULFK KLVWRU\
RI LQVLGHU WUDGLQJ VFKRODUVKLS� VXFK DQ REVHUYDWLRQ ZRXOG QRW EH
SDUWLFXODUO\ KHOSIXO LQ DGYDQFLQJ RXU XQGHUVWDQGLQJ RI LQVLGHU
WUDGLQJ SROLF\� 7KH GLVFXVVLRQ LQ WKLV 3DUW H[SODLQV KRZ VXFK DQ
LPSRUWDQW LQVLJKW ZDV LJQRUHG HQWLUHO\ RU WUHDWHG DV D PDWWHU RI
VHFRQGDU\ LPSRUWDQFH LQ SULRU VFKRODUVKLS RQ LQVLGHU WUDGLQJ�

6FKRODUV VWXG\LQJ LQVLGHU WUDGLQJ SROLF\ KDYH SULPDULO\
UHOLHG RQ RQH RI WKUHH PHWKRGRORJLFDO DSSURDFKHV� ��� HIILFLHQF\
DQDO\VLV� ��� IDLUQHVV DQDO\VLV� DQG ��� SURSHUW\ DQDO\VLV� (IILFLHQF\
DQDO\VLV FRQVLGHUV KRZ OHJDO UXOHV FDQ HQVXUH WKDW DVVHWV DUH
XWLOL]HG HIILFLHQWO\ WKURXJKRXW WKH HFRQRP\���� )DLUQHVV DQDO\VLV
HYDOXDWHV ZKHQ WKH WHUPV RI D WUDQVDFWLRQ FRPSRUW ZLWK HWKLFDO
QRWLRQV RI IDLU GHDOLQJ���� 3URSHUW\ DQDO\VLV LV EDVHG RQ WKH LGHD WKDW
JUDQWLQJ FOHDU SURSHUW\ ULJKWV LV XVXDOO\ WKH EHVW ZD\ WR LQVXUH WKDW
DVVHWV DUH H[SORLWHG HIILFLHQWO\���� 1RQH RI WKHVH DQDO\WLF
DSSURDFKHV� DW OHDVW DV FXUUHQWO\ DSSOLHG WR LQVLGHU WUDGLQJ SROLF\
DQDO\VLV� LV SDUWLFXODUO\ KHOSIXO LQ KLJKOLJKWLQJ KRZ OHJDO UXOHV FDQ
DGGUHVV WKH WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ SUREOHP FUHDWHG E\
LQVLGH LQIRUPDWLRQ����

$� (IILFLHQF\ $QDO\VLV

(IILFLHQF\ DQDO\VLV FRQVLGHUV KRZ OHJDO UXOHV FDQ HQVXUH
WKDW DVVHWV DUH XWLOL]HG HIILFLHQWO\ WKURXJKRXW WKH HFRQRP\�
(IILFLHQF\ DQDO\VLV LV WKH GRPLQDQW PHWKRG RI HYDOXDWLQJ WKH
UHJXODWLRQ RI VHFXULWLHV PDUNHWV JHQHUDOO\ DQG RI LQVLGHU WUDGLQJ
SROLFLHV LQ SDUWLFXODU� +RZHYHU� WKRVH ZKR FDUU\ RXW HIILFLHQF\
DQDO\VLV UDUHO\ FRQVLGHU VLWXDWLRQV LQ ZKLFK FRPSHWLWLRQ LWVHOI LV
D VLJQLILFDQW HFRQRPLF SUREOHP���� 2QH FRQVHTXHQFH RI WKLV
RYHUVLJKW LV WKDW WKH HIILFLHQF\ DQDO\VLV RI LQVLGHU WUDGLQJ SROLF\

��� 6HH VXSUD 6HFWLRQV ,,�%�²&�
��� 6HH LQIUD 6HFWLRQ ,,,�$�
��� 6HH LQIUD 6HFWLRQ ,,,�%�
��� 6HH LQIUD 6HFWLRQ ,,,�&�
��� )RU WKH GHILQLWLRQ RI D WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ SUREOHP� VHH VXSUD

QRWH �� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH *XWWHQWDJ� 2SSRUWXQLWLHV 0LVVHG� VXSUD QRWH ��� DW ����
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ʨDʬ UDUHO\ ʧUDʪʪOHG ZLʭʨ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ
ʥUHDʭHG ʤ\ ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQʠ ʿʨH ʦHZ ʬʥʨRODUʬ
ʬʭʮG\LQʧ ʭʨH HʦʦLʥLHQʥ\ Rʦ LQʬLGHU ʭUDGLQʧ ʪROLʥ\ ZʨR ʨDYH
HQʧDʧHG ZLʭʨ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ ʥUHDʭHG ʤ\
LQʬLGH LQʦRUʩDʭLRQ� ʬʮʥʨ Dʬ ʽRQDʭʨDQ 0DʥH\� RʦʦHU HʩʪLULʥDOO\
ʮQʬʮʪʪRUʭHG ʰʮʬʭLʦLʥDʭLRQʬ ʦRU DYRLGLQʧ ʭʨH RʤYLRʮʬ ʥRQʥOʮʬLRQ
ʭʨDʭ D ʤDQ RQ LQʬLGHU ʭUDGLQʧ Lʬ OLNHO\ ʭR ʤH ʭʨH ʩRʬʭ HʦʦLʥLHQʭ
ZD\ ʭR DGGUHʬʬ ʭʨLʬ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩʠ���

�ʠ (ʦʦLʥLHQʥ\ ʣQDO\ʬLʬ *HQHUDOO\

ʿZR ʭHQHʭʬ ʮQGHUʪLQ ʭʨH HʦʦLʥLHQʥ\ DQDO\ʬLʬ Rʦ OHʧDO UʮOHʬʠ
ʿʨH ʦLUʬʭ ʭHQHʭ Lʬ ʭʨH ʻLUʬʭ ʻʮQGDʩHQʭDO ʿʨHRUHʩ Rʦ ˀHOʦDUH
(ʥRQRʩLʥʬʠ ʿʨH ʻLUʬʭ ʻʮQGDʩHQʭDO ʿʨHRUHʩ Rʦ ˀHOʦDUH
(ʥRQRʩLʥʬ ʨROGʬ ʭʨDʭ ʪULʥHʬ ʦRU ʧRRGʬ ZLOO UHʦOHʥʭ ʭʨH ʬRʥLDO
ʩDUʧLQDO ʥRʬʭ Rʦ ʮʬLQʧ ʭʨRʬH ʧRRGʬ ZʨHQ ʥHUʭDLQ DʬʬʮʩʪʭLRQʬ DUH
YDOLGʠ��ʡ ˀʨHQ ʪULʥHʬ UHʦOHʥʭ ʥRʬʭʬ� ʭʨRʬH ZʨR ʥʨRRʬH ʭR ʥRQʬʮʩH
ʧRRGʬ ZLOO RQO\ GR ʬR ZʨHQ ʭʨH ʤHQHʦLʭʬ ʭʨH\ UHDOL˅H HLʭʨHU HʫʮDO
RU HʯʥHHG ʭʨH ʬRʥLDO ʥRʬʭ Rʦ ʭʨRʬH ʧRRGʬʠ /HʧDO ʬʥʨRODUʬ ZʨR
ʮQGHUʭDNH HʦʦLʥLHQʥ\ DQDO\ʬLʬ LQʦHU ʦURʩ ʭʨH ʻLUʬʭ ʻʮQGDʩHQʭDO
ʿʨHRUHʩ Rʦ ˀHOʦDUH (ʥRQRʩLʥʬ ʭʨDʭ Lʦ ʭʨH ʧRDO Rʦ OHʧDO
LQʭHUYHQʭLRQ Lʬ ʭR HQʬʮUH ʭʨDʭ DʬʬHʭʬ DUH DOORʥDʭHG HʦʦLʥLHQʭO\�
ʭʨHQ ZHOOʟʦʮQʥʭLRQLQʧ ʩDUNHʭʬ ZLʭʨ DʥʥʮUDʭH ʪULʥHʬ ʪURYLGH D
ʪDUʭLʥʮODUO\ DʭʭUDʥʭLYH ʩHDQʬ Rʦ DʥʨLHYLQʧ ʭʨLʬ RʤʰHʥʭLYHʠ

ʿʨH ʬHʥRQG ʭHQHʭ Rʦ ʭʨH HʦʦLʥLHQʥ\ DQDO\ʬLʬ Rʦ ODZ Lʬ ʭʨDʭ
HʦʦLʥLHQʥ\ ʥRQʬLGHUDʭLRQʬ ʬʨRʮOG ʤH ʪDUDʩRʮQʭ ZʨHQ GHʥLGLQʧ
ʨRZ ʭR UHʧʮODʭH ʩDUNHʭ ʭUDQʬDʥʭLRQʬʠ ʿʨH ʥODLʩ Lʬ QRʭ ʭʨDʭ
HQʨDQʥLQʧ HʥRQRʩLʥ HʦʦLʥLHQʥ\ ʬʨRʮOG ʤH ʭʨH RQO\ ʧRDO Rʦ DOO OHʧDO
UʮOHʬʠ ,QʬʭHDG� ʭʨH DUʧʮʩHQʭ Lʬ ʭʨDʭ ʭR ʭʨH HʯʭHQʭ ʭʨHUH DUH RʭʨHU
ʧRDOʬ ʭR ʤH DʥʨLHYHG ʤ\ ʭʨH OHʧDO UHʧʮODʭLRQ Rʦ ʬRʥLDO DʥʭLYLʭ\�
ʬʮʥʨ Dʬ ʭʨH ʧRDO Rʦ UHGLʬʭULʤʮʭLQʧ ZHDOʭʨ RU ʪURʭHʥʭLQʧ ʪHRʪOHʬ˞
ULʧʨʭʬ� UHʧʮODʭLQʧ ʩDUNHʭ ʭUDQʬDʥʭLRQʬ Lʬ QRʭ D ʧRRG ZD\ ʭR
DʥʨLHYH ʭʨHʬH RʭʨHU ʧRDOʬʠ ʻRU HʯDʩʪOH� ʭDʯ ʪROLʥ\ UDʭʨHU ʭʨDQ
ʩDUNHʭ UHʧʮODʭLRQ ʬʨRʮOG ʤH ʭʨH ʪUHʦHUUHG ʩHʭʨRG ʭR DʥʨLHYH
ZHDOʭʨ UHGLʬʭULʤʮʭLRQʠ���

��� 6HH LQIUD 6HʥʭLRQ ,,,ʠʣʠ�ʠ
��ʡ *58%(5� 38%/,ʹ ʻ,1ʣ1ʹ( ʣ1ʺ 38%/,ʹ 32/,ʹ< ʶ� ʝ�G HGʠ ����ʞ ʝˠʿʨH ʻLUʬʭ

ʻʮQGDʩHQʭDO ʿʨHRUHʩ Rʦ ˀHOʦDUH (ʥRQRʩLʥʬ ˃Lʬ ʭʨDʭ˄ ʭʨH ʥRʩʪHʭLʭLYH HʫʮLOLʤULʮʩ� ZʨHUH
ʬʮʪʪO\ HʫʮDOʬ GHʩDQG� ʩDʯLʩL˅Hʬ ʬRʥLDO HʦʦLʥLHQʥ\ʠˡʞʸ (ULʥ 6ʠ 0DʬNLQ� 7KH (FRQRPLFV RI
.HQQHWK -� $UURZ� $ 6HOHFWLYH 5HYLHZ� �� ʣ11ʠ 5(9ʠ (ʹ21 �� �� ʝ���ʢʞ ʝˠ˃/˄Hʭ ʮʬ GHʦLQH DQ
DOORʥDʭLRQ ʭR ʤH 3DUHʭR RʪʭLʩDO Lʦ ʭʨHUH HʯLʬʭʬ QR RʭʨHU DOORʥDʭLRQ ʭʨDʭ HYHU\ ʥRQʬʮʩHU ʦLQGʬ
Dʭ OHDʬʭ Dʬ ʪUHʦHUDʤOH Dʬ ʭʨH RULʧLQDO DOORʥDʭLRQ DQG ʬRʩH ʥRQʬʮʩHU ʦLQGʬ ʬʭULʥʭO\ ʪUHʦHUDʤOHʠ
ʿʨH ʻLUʬʭ ˀHOʦDUH ʿʨHRUHʩ ʝʻˀʿʞ ʭʨHQ DʬʬHUʭʬ ʭʨDʭ D ʥRʩʪHʭLʭLYH HʫʮLOLʤULʮʩ DOORʥDʭLRQ
Lʬ 3DUHʭR RʪʭLʩDO ʠ ʠ ʠ ʠˡʞʠ

��� 6HH� H�J�� 5,ʹʼʣ5ʺ086*5ʣ9(� ʿʼ(ʿʼ(25<2ʻ38%/,ʹʻ,1ʣ1ʹ(�� ʝ�ʢʶʢʞʸ /RʮLʬ
ʾDʪORZ ʳ 6ʭHYHQ 6ʨDYHOO� :K\ WKH /HJDO 6\VWHP ,V /HVV (IILFLHQW WKDQ WKH ,QFRPH 7D[ LQ
5HGLVWULEXWLQJ ,QFRPH� �� ʽʠ /(*ʠ 6ʿ8ʺʠ ��ʡ� ��ʡ˟�� ʝ�ʢʢʵʞʸ 6ʭHYHQ 6ʨDYHOO� $ 1RWH RQ
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3XWWLQJ WKHVH WZR WHQHWV WRJHWKHU OHDGV WR D VWUDLJKWIRUZDUG
UHFRPPHQGDWLRQ DV WR ZKHQ WR XVH OHJDO UXOHV WR UHJXODWH PDUNHW
DFWLYLW\� ,I PDUNHWV DUH WKH EHVW ZD\ WR DOORFDWH DVVHWV HIILFLHQWO\�
DQG DFKLHYLQJ HIILFLHQW RXWFRPHV LV WKH DSSURSULDWH REMHFWLYH IRU WKH
OHJDO UHJXODWLRQ RI PDUNHW WUDQVDFWLRQV� WKHQ RQO\ D PDUNHW IDLOXUH
FDQ MXVWLI\ UHJXODWLQJ D PDUNHW WUDQVDFWLRQ� ,Q WKH DEVHQFH RI D
PDUNHW IDLOXUH�PDUNHWVZLOO DOORFDWH DVVHWV HIILFLHQWO\³WKH GHVLUHG
RXWFRPH LQ WKH FRQWH[W RI PDUNHW UHJXODWLRQ�

7KLV DSSURDFK DOVR VXJJHVWV DQ DGGLWLRQDO FRQVWUDLQW RQ
OHJDO LQWHUYHQWLRQ LQ PDUNHW WUDQVDFWLRQV� ,I HIILFLHQF\ LV WR EH
WKH FULWHULD IRU ODZPDNLQJ LQ WKH GRPDLQ RI PDUNHW WUDQVDFWLRQV�
WKHQ LW ZRXOG RQO\ PDNH VHQVH WR XQGHUWDNH D OHJDO LQWHUYHQWLRQ
ZKHQ WKH EHQHILWV RI LQWHUYHQWLRQ DUH OLNHO\ WR H[FHHG WKH FRVWV�
7KLV PHDQV WKDW HYHQ DIWHU LGHQWLI\LQJ D PDUNHW IDLOXUH� RQH
PXVW DOVR FDUU\ RXW D FRVW�EHQHILW DQDO\VLV RI DQ\ SURSRVHG OHJDO
LQWHUYHQWLRQ WR PDNH VXUH WKH FXUH LV QRW PRUH H[SHQVLYH WKDQ
WKH SUREOHP RQH LV DWWHPSWLQJ WR DGGUHVV� $ PDUNHW IDLOXUH LV D
QHFHVVDU\ EXW QRW VXIILFLHQW MXVWLILFDWLRQ IRU OHJDO LQWHUYHQWLRQ�

,W LV KHOSIXO LQ GHVFULELQJ WKH HIILFLHQF\ DQDO\VLV RI OHJDO
UXOHV WR SURYLGH VRPH FRQWHQW DV WR ZKHQ DQG KRZ PDUNHWV PLJKW
IDLO� /HJDO VFKRODUV KDYH LGHQWLILHG VHYHUDO NLQGV RI PDUNHW IDLOXUHV
WKDW MXVWLI\ OHJDO LQWHUYHQWLRQ� LQFOXGLQJ WKRVH FDXVHG E\
H[WHUQDOLWLHV���� LQIRUPDWLRQ DV\PPHWULHV���� EHKDYLRUDO IDLOLQJV����
SXEOLF JRRGV���� DQG QDWXUDO PRQRSROLHV���� (DFK RI WKHVH PDUNHW
IDLOXUHV UDLVHV D VHSDUDWH VHW RI FRPSOH[ LVVXHV DERXW LI� ZKHQ� RU
KRZ OHJDO LQWHUYHQWLRQ PLJKW LQFUHDVH HIILFLHQF\�

7KH LVVXHV UDLVHG E\ WKH SUHVHQFH RI H[WHUQDOLWLHV VKRZ KRZ
WKH DQDO\VLV RI D OHJDO LQWHUYHQWLRQ GHVLJQHG WR HQKDQFH HIILFLHQF\
PLJKW EH FDUULHG RXW� ([WHUQDOLWLHV DULVH ZKHQ WKH SULFH RI D JRRG

(IILFLHQF\ YV� 'LVWULEXWLRQDO (TXLW\ LQ /HJDO 5XOHPDNLQJ� 6KRXOG 'LVWULEXWLRQDO (TXLW\
0DWWHU *LYHQ 2SWLPDO ,QFRPH 7D[DWLRQ"� �� $0� (&21� 5(9� ���� ��� ������ 5RU\ 9DQ /RR�
&RQVXPHU /DZ DV 7D[ $OWHUQDWLYH� �� 1�&� /� 5(9� ���� ��� ������ �UHYLHZLQJ ´WKH
ORQJVWDQGLQJ VFKRODUO\ SDUDGLJP WKDW WD[HV DUH WKH EHVW PHFKDQLVP IRU UHGLVWULEXWLRQ
EHFDXVH WKH\ DUH WKH PRVW HIILFLHQW RSWLRQµ��

��� 6HH LQIUD QRWHV ��� WR ��� DQG DFFRPSDQ\LQJ WH[W�
��� $ PDUNHW IDLOXUH DULVLQJ IURP LQIRUPDWLRQ DV\PPHWULHV ZDV IRUPDOO\

PRGHOHG E\ *HRUJH $NHUORI� 7KH 0DUNHW IRU ¶/HPRQV·� 4XDOLW\ 8QFHUWDLQW\ DQG WKH0DUNHW
0HFKDQLVP RI 6RFLDO &RVW� �� 48$57� -� (&21� ���� ��� �������

��� 3HUQLFLRXV VHOOHUV FDQ WDNH DGYDQWDJH RI SUHGLFWDEOH LPSHUIHFWLRQV DQG
ELDVHV ZKHQ SHRSOH PDNH SXUFKDVH GHFLVLRQV� 7KH UHVXOW LV EHKDYLRUDO H[SORLWDWLRQ� 7KH
SURWRW\SLFDO H[DPSOH RI EHKDYLRUDO H[SORLWDWLRQ RFFXUV ZKHQ D VHOOHU FKDUJHV KLJKHU
SULFHV E\ WDNLQJ DGYDQWDJH RI GLIIHUHQFHV EHWZHHQ D EX\HU·V ´GHFLVLRQ XWLOLW\�µ ZKLFK
GHWHUPLQHV WKH FKRLFHV SHRSOH PDNH� DQG WKDW VDPH EX\HU·V ´H[SHULHQFHG XWLOLW\�µ ZKLFK
UHIOHFWV WKH DFWXDO EHQHILWV SHRSOH UHFHLYH IURP WKHLU FKRLFHV� 6HH� H�J�� 'DQLHO .DKQHPDQ
HW DO�� %DFN WR %HQWKDP" ([SORUDWLRQV RI ([SHULHQFHG 8WLOLW\� ��� 48$57� -� (&21� ����
��� ������� 6HQGKLO 0XOODLQDWKDQ HW DO�� $ 5HGXFHG�)RUP $SSURDFK WR %HKDYLRUDO 3XEOLF
)LQDQFH� � $11� 5(9� (&21� ���� ��� �������

��� 6HH086*5$9(� VXSUD QRWH ���� DW ��²���
��� ,G� DW ��²���
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RU VHUYLFH GRHV QRW UHIOHFW WKH IXOO VRFLDO FRVW RU EHQHILW RI XVLQJ WKDW
JRRG���� +RZHYHU� WKH SUHVHQFH RI DQ H[WHUQDOLW\ GRHV QRW
DXWRPDWLFDOO\ MXVWLI\ OHJDO LQWHUYHQWLRQ IRU VHYHUDO UHDVRQV� )LUVW�
WKH VRFLDO FRVWV DULVLQJ IURP WKH PLVSULFLQJ FDXVHG E\ WKH
H[WHUQDOLW\ PD\ QRW EH VXIILFLHQWO\ ODUJH WR MXVWLI\ WKH FRVWV RI OHJDO
LQWHUYHQWLRQ� 6HFRQG� HYHQ LI WKH FRVWV RI PLVSULFLQJ DUH VLJQLILFDQW�
SULYDWH RUGHULQJ� ZKLFK UHIHUV WR SULYDWH QHJRWLDWLRQV EHWZHHQ WKH
DIIHFWHG SDUWLHV� PLJKW SURYH PRUH HIILFDFLRXV WKDQ OHJDO
LQWHUYHQWLRQ���� )RU H[DPSOH� UDWKHU WKDQ KDYH D UHJXODWRU DWWHPSW
WR FDOFXODWH ZKHQ D ORXG IDFWRU\ VKRXOG EH VKXW GRZQ� LW PD\ EH
PRUH HIILFDFLRXV WR JUDQW WKH ULJKW WR TXLHW WR WKH IDFWRU\·V
QHLJKERUV� *UDQWLQJ ULJKWV LQ WKLV PDQQHU FRXOG PDNH LW HDVLHU IRU
WKH QHLJKERUV DQG WKH IDFWRU\ RZQHU WR HVWDEOLVK WKH RSWLPDO QRLVH
OHYHO RQ WKHLU RZQ���� 7R MXVWLI\ OHJDO LQWHUYHQWLRQ� LW PXVW WKHQ EH
WUXH ERWK WKDW WKH FRVW RI WKH LQWHUYHQWLRQ LV OHVV WKDQ WKH KDUP
DYHUWHG� DQG WKDW WKHUH DUH QR ORZHU�FRVW SULYDWH PHFKDQLVPV
DYDLODEOH IRU DGGUHVVLQJ WKH SUREOHP�

7KH FKDOOHQJH LQ GHWHUPLQLQJ WKH EHVW OHJDO VROXWLRQ WR DQ
H[WHUQDOLW\ SUREOHP LV EXW RQH H[DPSOH RI VFKRODUVKLS WKDW FRQVLGHUV
WKH FRVWV DQG EHQHILWV RI GLIIHUHQW W\SHV RI OHJDO LQWHUYHQWLRQ LQWR
PDUNHW WUDQVDFWLRQV IURP DQ HIILFLHQF\ SHUVSHFWLYH�

�� 5HODWLRQVKLS WR WKH :DVWHIXO &RPSHWLWLRQ 3UREOHP

7KHUH DUH PDQ\ H[DPSOHV RI DUJXPHQWV IRU RU DJDLQVW
UHJXODWLQJ LQVLGHU WUDGLQJ EDVHG RQ HIILFLHQF\ FRQVLGHUDWLRQV�
7KHVH DUJXPHQWV XVXDOO\ EHJLQ E\ LGHQWLI\LQJ YDULRXV FRVWV DQG
EHQHILWV RI HLWKHU SURKLELWLQJ RU DOORZLQJ LQVLGHU WUDGLQJ�

2QH SURYRFDWLYH DVSHFW RI WKH VHPLQDO ZULWLQJV RI 0DQQH
RQ LQVLGHU WUDGLQJ ZDV WKDW 0DQQH LGHQWLILHG SRWHQWLDO EHQHILWV
LI LQVLGHU WUDGLQJ ZHUH SHUPLWWHG���� 7KHUH ZHUH WZR EHQHILWV RI
SHUPLWWLQJ LQVLGHU WUDGLQJ WKDW 0DQQH LQLWLDOO\ KLJKOLJKWHG�
)LUVW� 0DQQH DUJXHG WKDW DOORZLQJ LQVLGHU WUDGLQJ ZRXOG QRW
RQO\ LPSURYH VKDUH SULFH DFFXUDF\� EXW ZRXOG GR VR LQ D
SDUWLFXODUO\ KHOSIXO PDQQHU���� 7KRVH WUDGLQJ RQ LQVLGH

��� 6HH JHQHUDOO\ 3,*28� VXSUD QRWH �� DW ���²��� �H[SODLQLQJ KRZ ERXQWLHV DQG
WD[HV FDQ EH XVHG WR DGGUHVV D SUREOHP WKDW DULVHV ZKHQ WKHUH LV D GLYHUJHQFH EHWZHHQ
WKH SULYDWH EHQHILWV UHDOL]HG IURP XQGHUWDNLQJ DQ DFWLYLW\ DQG WKH VRFLDO EHQHILWV IURP
XQGHUWDNLQJ WKDW DFWLYLW\��

��� 6HH &RDVH� VXSUD QRWH �� DW ���
��� 6HH� H�J�� *8,'2 &$/$%5(6,� 7+( &2676 2) $&&,'(176� $ /(*$/ $1'

(&2120,& $1$/<6,6 �������
��� 6HH 0$11(� VXSUD QRWH ��� DW ��²���� ���²��� VHH DOVR +HQU\ *� 0DQQH�

,QVLGHU 7UDGLQJ DQG WKH /DZ 3URIHVVRUV� �� 9$1'� /� 5(9� ���� ���²�� �������
��� 6HH 0$11(� VXSUD QRWH ��� DW ��²���� VHH DOVR -RKQ 3� $QGHUVRQ� *UHHG�

(QY\� DQG WKH &ULPLQDOL]DWLRQ RI ,QVLGHU 7UDGLQJ� ���� 87$+/� 5(9� �� �� ������ �´0RVW
FRPPHQWDWRUV KDYH FRPH WR DFFHSW WKDW LQVLGHU WUDGLQJ SXVKHV VWRFN SULFHV LQ WKH



����˄ $92,',1* :$67()8/ &203(7,7,21 ʢ��

LQʦRUʩDʭLRQ DUH DʤOH ʭR ʥRʩʩʮQLʥDʭH LQʦRUʩDʭLRQ ʭR ʭʨH ʩDUNHʭ
DʤRʮʭ ʭʨH ʦʮʭʮUH YDOʮH Rʦ ʬʨDUH ʪULʥHʬ ʤHʥDʮʬH ʭʨHLU ʪʮUʥʨDʬHʬ
RU ʬDOHʬ ʬʮʧʧHʬʭ ʭʨH HʯLʬʭHQʥH Rʦ ʧRRG RU ʤDG QHZʬ ʭʨDʭ Lʬ QRʭ
ʪʮʤOLʥO\ GLʬʥORʬHGʠ ʿʨURʮʧʨ ʭʨLʬ ʪURʥHʬʬ� ʬʨDUH ʪULʥHʬ ʥDQ
ʤHʥRʩH ʩRUH DʥʥʮUDʭH ZLʭʨRʮʭ ʭʨH ʦLUʩ ʨDYLQʧ ʭR GLʬʥORʬH
ʮQGHUO\LQʧ DQG ʪRʭHQʭLDOO\ ʪURʪULHʭDU\ LQʦRUʩDʭLRQʠ��ʢ

6HʥRQG� 0DQQH DUʧʮHG ʭʨDʭ DOORZLQʧ LQʬLGHU ʭUDGLQʧ
ʪURYLGHʬ D ʪDUʭLʥʮODUO\ HʦʦHʥʭLYH ZD\ ʭR ʥRʩʪHQʬDʭH ʥRUʪRUDʭH
HʯHʥʮʭLYHʬʠ 0DQQH ZURʭH ˠLQʬLGHU ʭUDGLQʧ ʥRQʬʭLʭʮʭHʬ ʭʨH ʩRʬʭ
DʪʪURʪULDʭH GHYLʥH ʦRU ʥRʩʪHQʬDʭLQʧ HQʭUHʪUHQHʮUʬ LQ ODUʧH
ʥRUʪRUDʭLRQʬʠˡ��� ʼRZHYHU� RʭʨHU ʬʥʨRODUʬ ʬʮʤʬHʫʮHQʭO\ LGHQʭLʦLHG
ʬHYHUDO ʪURʤOHʩʬ ZLʭʨ ʮʬLQʧ ʭʨH DʤLOLʭ\ ʭR ʭUDGH RQ LQʬLGH
LQʦRUʩDʭLRQ Dʬ D ʦRUʩ Rʦ HʯHʥʮʭLYH ʥRʩʪHQʬDʭLRQʠ ʻRU HʯDʩʪOH�
ʺHQQLʬ ʹDUOʭRQ DQG ʺDQLHO ʻLʬʥʨHO RʤʬHUYH ʭʨDʭ ˠLQʬLGHU ʭUDGLQʧ
ʥUHDʭHʬ ʪHUYHUʬH LQʥHQʭLYHʬ ʤ\ DOORZLQʧ ʥRUʪRUDʭH ʩDQDʧHUʬ ʭR ʪURʦLʭ
RQ ʤDG QHZʬ Dʬ ZHOO Dʬ ʧRRG� HQʥRʮUDʧHʬʩDQDʧHUʬ ʭR LQYHʬʭ LQ ULʬN\
ʪURʰHʥʭʬ� LʩʪHGHʬ ʥRUʪRUDʭH GHʥLʬLRQʩDNLQʧ� DQG ʭHʩʪʭʬ ʩDQDʧHUʬ
ʭR GHOD\ ʪʮʤOLʥ GLʬʥORʬʮUH Rʦ YDOʮDʤOH LQʦRUʩDʭLRQʠˡ���

6ʥʨRODUʬ ZULʭLQʧ LQ ʭʨH HʦʦLʥLHQʥ\ ʭUDGLʭLRQ LGHQʭLʦ\ ʭʨUHH
ʩDʰRU ʥRʬʭʬ ʭʨDʭ ʩLʧʨʭ UHʬʮOʭ ʦURʩ ʪHUʩLʭʭLQʧ LQʬLGHU ʭUDGLQʧʠ
ʻLUʬʭ� ʭR ʩDLQʭDLQ ʪURʦLʭDʤOH RʪHUDʭLRQʬ ZʨHQ ʦDʥHG ZLʭʨ ʬRʩH
ʥRʮQʭHUʪDUʭLHʬ ʭʨDʭ DUH ʤHʭʭHU LQʦRUʩHG� ʩDUNHʭ ʩDNHUʬ ZLOO QHHG
ʭR LQʥUHDʬH ʭʨH ʬʪUHDG ʭʨH\ ʥʨDUʧH RQ DOO ʭUDQʬDʥʭLRQʬʠ��� ʣ ODUʧHU
ʬʪUHDG LQʥUHDʬHʬ ʭʨH ʥRʬʭ Rʦ ʪʮUʥʨDʬLQʧ DQG ʬHOOLQʧ ʬHʥʮULʭLHʬ� DQG
ʪRʭHQʭLDOO\ ʭʨH ʥRʬʭ ʭR ʭʨH ʦLUʩ Rʦ UDLʬLQʧ QHZ ʥDʪLʭDOʠ��� 6HʥRQG� Lʦ

ˢʥRUUHʥʭ˞ GLUHʥʭLRQ ʠ ʠ ʠ ʠˡʞʸ 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʶ�˟ʶ�ʸ
ʣQGUHZ 9HUʬʭHLQ� ,QVLGHU 7UDGLQJ� $UH ,QVROYHQW )LUPV 'LIIHUHQW"� �� %522ʾʠ ʽʠ ʹ253ʠ
ʻ,1ʠ ʳ ʹ20ʠ /ʠ ʶ�� �ʵ˟�ʶ ʝ����ʞ ˃ʨHUHLQDʦʭHU� 9HUʬʭHLQ� $UH ,QVROYHQW )LUPV 'LIIHUHQW"˄ʠ

��ʢ 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ �ʡʢ ʝˠ0DQQH HʬʬHQʭLDOO\ DUʧʮHG ʭʨDʭ
LQʬLGHU ʭUDGLQʧ Lʬ DQ HʦʦHʥʭLYH ʥRʩʪURʩLʬH ʤHʭZHHQ ʭʨH QHHG ʦRU ʪUHʬHUYLQʧ LQʥHQʭLYHʬ ʭR
ʪURGʮʥH LQʦRUʩDʭLRQ DQG ʭʨH QHHG ʦRU ʩDLQʭDLQLQʧ DʥʥʮUDʭH ʬHʥʮULʭLHʬ ʪULʥHʬʠˡʞʠ

��� 6HH 0ʣ11(� VXSUD QRʭH ʡ�� Dʭ ���� VHH DOVR ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ�
VXSUD QRʭH ʶ�� Dʭ �ʶ�˟ʶʶʸ 9HUʬʭHLQ� $UH ,QVROYHQW )LUPV 'LIIHUHQW"� VXSUD QRʭH ���� Dʭ �ʵʠ

��� 6HH ʹDUOʭRQ ʳ ʻLʬʥʨHO� VXSUD QRʭH ʡ�� Dʭ �ʶ�ʸ VHH DOVR ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH
ʵ�� Dʭ ��� ʝˠ,QʬLGHUʬ Rʦ ʭʨH ʭUDGHG ʦLUʩ ʩD\ ʥʨRRʬH ʭR GHOD\ GLʬʥORʬʮUH Rʦ ʥRQʦLGHQʭLDO ʪURʰHʥʭʬ
ZLʭʨLQ ʭʨH ʭUDGHG ʦLUʩ ʭR HQʨDQʥH ʭʨHLU DʤLOLʭ\ ʭR HQʧDʧH LQ LQʬLGHU ʭUDGLQʧʠˡʞʸ 9HUʬʭHLQ� $UH
,QVROYHQW )LUPV 'LIIHUHQW"� VXSUD QRʭH ���� Dʭ ��ʠ

(YHQʭʮDOO\0DQQH ʥDʩH ʭR DʥNQRZOHGʧH ʭʨDʭʩDQ\ Rʦ ʭʨH ʥRQʥHUQʬ HʯʪUHʬʬHG ʤ\
RʭʨHUʬ ZLʭʨ ʮʬLQʧ LQʬLGH LQʦRUʩDʭLRQ Dʬ D ʦRUʩ Rʦ ʥRʩʪHQʬDʭLRQ ZHUH YDOLGʠ ʼHQU\ *ʠ 0DQQH�
,QVLGHU 7UDGLQJ� +D\HN� 9LUWXDO 0DUNHWV� DQG WKH 'RJ WKDW 'LG 1RW %DUN� �� ʽʠ ʹ253ʠ /ʠ ��ʡ�
�ʡ�˟ʡ� ʝ���ʶʞ ʝˠ0\ ʬHʥRQG ˢʪRʬLʭLYH˞ DUʧʮʩHQʭ ʦRU LQʬLGHU ʭUDGLQʧ� ʭʨDʭ Lʭ ʥRʮOG ʪHUʦRUʩ ZHOO
Dʬ D ʪDUʭ Rʦ DQ HʯHʥʮʭLYH ʥRʩʪHQʬDʭLRQ ʪDʥNDʧH� ʨDʬ ʤHHQ ʭʨH ʩRUH ʦRUʥHʦʮOO\ DʭʭDʥNHG� DQG Lʭ
Lʬ ʪHUʨDʪʬ OHʬʬ URʤʮʬʭ ʭʨDQ , DQG RʭʨHU ʪURʪRQHQʭʬ ʨDG RULʧLQDOO\ DʬʬʮʩHGʠˡʞʠ

��� 6HH VXSUD QRʭH ʢʡ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� 6HH ʣQGHUʬRQ� VXSUD QRʭH ���� Dʭ �� ʝˠʿʨH LQʥUHDʬHG ʬʪUHDG ʭʨHUHʦRUH RʪHUDʭHʬ

Dʬ D ˢʭDʯ˞ RQ DOO LQYHʬʭRUʬʠˡʞʸ ʹDUOʭRQʳʻLʬʥʨHO� VXSUDQRʭH ʡ�� Dʭ �ʶ� ʝˠ6ʭLOO RʭʨHUʬ ʨDYH ʥODLʩHG
ʭʨDʭ LQʬLGHU ʭUDGLQʧ DOORZʬ LQʬLGHUʬ ʭR GLYHUʭ ʪDUʭ Rʦ ʭʨH ʦLUʩ˞ʬ HDUQLQʧʬ ʭʨDʭ ZRʮOG RʭʨHUZLʬH
ʧR ʭR ʬʨDUHʨROGHUʬ DQG ʭʨHUHʦRUH UDLʬHʬ ʭʨH ʦLUʩ˞ʬ ʥRʬʭ Rʦ ʥDʪLʭDOʠˡʞʸ ʻRʯ� *ORʬʭHQ� ʳ
5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʶ�ʸ 9HUʬʭHLQ� $UH ,QVROYHQW )LUPV 'LIIHUHQW"� VXSUD QRʭH ����
Dʭ �ʵ˟�ʶʠ %XW VHH 6ʭDQLʬODY ʺROʧRʪRORY� ,QVLGHU 7UDGLQJ� ,QIRUPHG 7UDGLQJ� DQG 0DUNHW
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LQʬLGHU ʭUDGLQʧ Lʬ ʪHUʩLʭʭHG� ʭʨH ʦLUʩ˞ʬ ʩDQDʧHUʬ ʩD\ ʩDNH
ʤʮʬLQHʬʬ DQG GLʬʥORʬʮUH GHʥLʬLRQʬ ʧʮLGHG ʩRUH ʤ\ ʭʨHLU GHʬLUH ʭR
ʪURʦLʭ ʦURʩ LQʬLGH LQʦRUʩDʭLRQ ʭʨDQ ʤ\ ʭʨHLU GHʬLUH ʭR LQʥUHDʬH ʭʨH
YDOʮH Rʦ ʭʨH ʦLUʩʠ��ʵ ʿʨLUG� DOORZLQʧ LQʬLGHU ʭUDGLQʧ ʩLʧʨʭ
GLʬʥRʮUDʧH ZRʮOGʟʤH LQYHʬʭRUʬ ʦURʩ ʪʮUʥʨDʬLQʧ ʬHʥʮULʭLHʬ
ʧHQHUDOO\ ʤHʥDʮʬH Rʦ ʭʨHLU ʦHDU ʭʨDʭ ʬHʥʮULʭLHʬ ʩDUNHʭʬ DUH ULʧʧHG
DʧDLQʬʭ LQYHʬʭRUʬ ZʨR DUH QRʭ LQʬLGHUʬʠ��ʶ

6ʥʨRODUʬ ʨDYH YDU\LQʧ YLHZʬ DʤRʮʭ ʨRZ ʭʨH ʥRʬʭʬ DQG
ʤHQHʦLʭʬ Rʦ ʪHUʩLʭʭLQʧ RU ʪURʨLʤLʭLQʧ LQʬLGHU ʭUDGLQʧ GLʬʥʮʬʬHG
DʤRYH ʥRʩʪDUHʠ ,Q �ʢ��� 0LʥʨDHO ʺRROH\ ʥRQʥOʮGHG ʭʨDʭ ʭʨHʬH
ʥRʬʭʬ DQG ʤHQHʦLʭʬ URʮʧʨO\ RʦʦʬHʭ� ZULʭLQʧ ʭʨDʭ ˠLQʬLGHU ʭUDGLQʧ
ʨDʬ OLʭʭOH RU QR HʦʦHʥʭ RQ ʭʨH DOORʥDʭLRQDO HʦʦLʥLHQʥ\ Rʦ ʭʨH
ʩDUNHʭʠˡ��� 0RUH UHʥHQʭO\� ʽRʨQ ʣQGHUʬRQ UHDʥʨHG D ʬLʩLODU
ʥRQʥOʮʬLRQ� ZULʭLQʧ ʭʨDʭ ˠZHDN HʩʪLULʥDO HYLGHQʥH ʩDNHʬ Lʭ
GLʦʦLʥʮOʭ ʭR ʮOʭLʩDʭHO\ ʫʮDQʭLʦ\ ʭʨH QHʭ HʥRQRʩLʥ LʩʪDʥʭ Rʦ
LQʬLGHU ʭUDGLQʧ ZLʭʨ DQ\ ʥHUʭDLQʭ\ʠˡ��ʡ ʻRʯ� *ORʬʭHQ� DQG
5DʮʭHUʤHUʧ UHDʥʨ D GLʦʦHUHQʭ ʥRQʥOʮʬLRQ DQG ZULʭH ʭʨDʭ DOORZLQʧ
LQʬLGHU ʭUDGLQʧ ˠʩDNHʬ ʭʨH HʥRQRʩ\ OHʬʬ� QRʭ ʩRUH� HʦʦLʥLHQʭʠˡ���

ʼRZHYHU� ʬLʩʪO\ LGHQʭLʦ\LQʧ DQG ʭʨHQ ʥRʩʪDULQʧ ʭʨH
ʥRʬʭʬ DQG ʤHQHʦLʭʬ Rʦ DQ DʥʭLYLʭ\ GRHʬ QRʭ ʪURYLGH D ʰʮʬʭLʦLʥDʭLRQ
ʦRU OHʧDO LQʭHUYHQʭLRQʠ��ʢ ʺHʭHUʩLQLQʧ ZʨHʭʨHU OHʧDO LQʭHUYHQʭLRQ
Lʬ DGYLʬDʤOH ʦURʩ ʭʨH ʭUDGLʭLRQDO HʦʦLʥLHQʥ\ ʪHUʬʪHʥʭLYH UHʫʮLUHʬ
ʭʨUHH ʬʭHʪʬʷ LGHQʭLʦ\LQʧ D ʩDUNHʭ ʦDLOʮUH� HYDOʮDʭLQʧ ZʨHʭʨHU
ʭʨHUH Lʬ D ʥRʬʭʟHʦʦHʥʭLYH OHʧDO ʬROʮʭLRQ ʭR UHʥʭLʦ\LQʧ ʭʨDʭ ʩDUNHʭ
ʦDLOʮUH� DQG ʥRʩʪDULQʧ OHʧDO LQʭHUYHQʭLRQ ʭR ʬROʮʭLRQʬ ʭʨDʭ
ʦDʥLOLʭDʭH ʪULYDʭH RUGHULQʧʠ���

2ʦ ʭʨHʩDLQ ʥRʬʭʬ DQG ʤHQHʦLʭʬ Rʦ ʪHUʩLʭʭLQʧ LQʬLGHU ʭUDGLQʧ
OLʬʭHG DʤRYH� ʭZR ʬʭDQG Rʮʭ Dʬ HʬʪHʥLDOO\ OLNHO\ ʭR DOʬR LQYROYH D
ʩDUNHʭ ʦDLOʮUHʠ ʿʨH ʦLUʬʭ Lʬ D ʥRʬʭ DULʬLQʧ ʦURʩ D ʧHQHUDO GHʥOLQH LQ
LQYHʬʭRU ʥRQʦLGHQʥHʠ��� ,ʦ ʪHUʩLʭʭLQʧ LQʬLGHU ʭUDGLQʧ LQ ʭʨH ʬʨDUHʬ Rʦ

0DNLQJ� /LTXLGLW\ RI 6HFXULWLHV 0DUNHWV LQ WKH =HUR�6XP *DPH� � ˀ0ʠʳ0ʣ5<%86ʠ /ʠ 5(9ʠ
�� ʶ ʝ����ʞ ʝˠ2YHUDOO� ʭʨHUH Lʬ OLʭʭOH HYLGHQʥH ʭʨDʭ LQʬLGHU ʭUDGLQʧ ʨDʬ ʪRʬHG D ʬLʧQLʦLʥDQʭ
ʥRQʥHUQ ʦRU HʫʮLʭ\ ʩDUNHʭ ʩDNHUʬ ʠ ʠ ʠ ʠˡʞʠ

��ʵ 6HH VXSUD QRʭH ��ʡ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʸ VHH DOVR ʻRʯ� *ORʬʭHQ� ʳ
5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʶ�ʠ

��ʶ 6HH� H�J�� 8QLʭHG 6ʭDʭHʬ Yʠ 2˞ʼDʧDQ� ʶ�� 8ʠ6ʠ �ʵ�� �ʶ� ʝ�ʢʢʡʞ ʝˠ˃,˄QYHʬʭRUʬ
OLNHO\ ZRʮOG ʨHʬLʭDʭH ʭR YHQʭʮUH ʭʨHLU ʥDʪLʭDO LQ D ʩDUNHʭ ZʨHUH ʭUDGLQʧ ʤDʬHG RQ
ʩLʬDʪʪURʪULDʭHG QRQʪʮʤOLʥ LQʦRUʩDʭLRQ Lʬ ʮQʥʨHʥNHG ʤ\ ODZʠˡʞʸ VHH DOVR ʣQGHUʬRQ� VXSUD
QRʭH ���� Dʭ ʢ ʝˠʿʨH ʪURʩRʭLRQ Rʦ LQYHʬʭRU ʥRQʦLGHQʥH LQ ʭʨH ʩDUNHʭʬ Lʬ DʩRQʧ ʭʨH ʩRʬʭ
RʦʭHQʟʥLʭHG ʪROLʥ\ ʧRDOʬ ʬHUYHG ʤ\ ʭʨH ʥULʩLQDOL˅DʭLRQ Rʦ LQʬLGHU ʭUDGLQʧʠˡʞʠ

��� 0LʥʨDHO 3ʠ ʺRROH\� (QIRUFHPHQW RI ,QVLGHU 7UDGLQJ 5HVWULFWLRQV� �� 9ʣʠ /ʠ
5(9ʠ �� �� ʝ�ʢ��ʞʠ

��ʡ 6HH ʣ1ʺ(5621� VXSUD QRʭH ʶ�� Dʭ �ʸ VHH DOVR ʹʨDUOHʬ ʹʠ ʹRʯ ʳ ʾHYLQ 6ʠ
ʻRʧDUʭ\� %DVHV RI ,QVLGHU 7UDGLQJ /DZ� ʵʢ 2ʼ,2 6ʿʠ /ʠ ʽʠ �ʶ�� �ʶʡ ʝ�ʢ��ʞ ʝˠʿʨH
ʥRʩʪDUDʭLYH ʥRʬʭʬ DQG ʤHQHʦLʭʬ ʨDYH QRʭ ʤHHQ ʫʮDQʭLʦLHGʠˡʞʠ

��� 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ �ʵ�ʠ
��ʢ 6HH VXSUD QRʭH ��� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� 6HH VXSUD QRʭH ��� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� 6HH VXSUD QRʭH ��ʶ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
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RQH ʦLUʩ GLʬʥRʮUDʧHʬ LQYHʬʭRUʬ ʦURʩ ʪʮUʥʨDʬLQʧ ʭʨH ʬHʥʮULʭLHʬ Rʦ
RʭʨHU ʦLUʩʬ� ʭʨLʬ ZRʮOG ʥRQʬʭLʭʮʭH D QHʧDʭLYH HʯʭHUQDOLʭ\ ʥDʮʬHG ʤ\
DQ LQGLYLGʮDO ʦLUʩ˞ʬ GHʥLʬLRQ ʭR DOORZ LQʬLGHU ʭUDGLQʧʠ ʼRZHYHU�
HYLGHQʥH Rʦ ʭʨLʬ NLQG Rʦ QHʧDʭLYH ʬʪLOORYHU HʦʦHʥʭ RQ ZLOOLQʧQHʬʬ ʭR
LQYHʬʭ LQ ʭʨH ʩDUNHʭ RYHUDOO Lʬ HʫʮLYRʥDOʠ���

ʿʨH ʬHʥRQG ʪRʭHQʭLDO ʬRʮUʥH Rʦ D ʩDUNHʭ ʦDLOʮUH Lʬ D
ʤHQHʦLʭ ʭʨDʭ ʩD\ ʤH ʪURYLGHG ʭR RʭʨHU ʦLUʩʬ DQG ʭʨH HʥRQRʩ\
RYHUDOO Lʦ ʬʨDUH ʪULʥH DʥʥʮUDʥ\ Lʬ LʩʪURYHGʠ 0HUULʭʭ ʻRʯ DQG
0DUʥHO ʾDʨDQ� DʩRQʧ RʭʨHUʬ� DUʧʮH ʭʨDʭ ʩRUH DʥʥʮUDʭH ʬʨDUH
ʪULʥHʬ ʥUHDʭH ʪRʬLʭLYH HʯʭHUQDOLʭLHʬʠ��� (YHQ Lʦ ʻRʯ DQG ʾDʨDQ DUH
ʥRUUHʥʭ DʤRʮʭ ʭʨHʬH ʤHQHʦLʭʬ� ʭʨHUH Lʬ OLʭʭOH HYLGHQʥH ʭʨDʭ ʭʨH
ʩDʧQLʭʮGH Rʦ ʭʨHʬH ʤHQHʦLʭʬ DUH ʬLʧQLʦLʥDQʭʠ��ʵ

0RUHRYHU� ʭʨH ʪRʬʬLʤLOLʭ\ RU HYHQ OLNHOLʨRRG Rʦ D ʪRʬLʭLYH RU
QHʧDʭLYH HʯʭHUQDOLʭ\ Lʬ QRʭ ʬʮʦʦLʥLHQʭ ʭR ʰʮʬʭLʦ\ OHʧDO LQʭHUYHQʭLRQʠ
ʿʨHUH DOʬR QHHGʬ ʭR ʤH HYLGHQʥH ʭʨDʭ ʭʨH ʤHQHʦLʭʬ Rʦ OHʧDO
LQʭHUYHQʭLRQ DUH OLNHO\ ʭR HʯʥHHG ʭʨH ʥRʬʭʬʠ��ʶ ʻLʬʥʨ ORʧLʥDOO\
ʥRQʥOʮGHʬʷ ˠ˃ʮ˄QOHʬʬ ʭʨH HʦʦHʥʭ Rʦ ʭʨH OHʧDOL˅DʭLRQ Rʦ LQʬLGHU ʭUDGLQʧ
RQ LQYHʬʭRU ʥRQʦLGHQʥH RU ʩDQDʧHʩHQʭ ʤHʨDYLRU ʥDQ ʤH ʫʮDQʭLʦLHG�
Lʭ Lʬ LʩʪRʬʬLʤOH ʭR GHʭHUʩLQH ZʨHʭʨHU ʬʮʥʨ HʦʦHʥʭʬ ʰʮʬʭLʦ\ UHʭDLQLQʧ
ʭʨH HʯLʬʭLQʧ ʪURʨLʤLʭLRQʠˡ��� 6LʩLODUO\� ʤDʬHG RQ ʭʨH ODʥN Rʦ
ʥRʩʪHOOLQʧ HYLGHQʥH Rʦ D ʩHDʬʮUDʤOH DQG ʥRUUHʥʭDʤOH ʩDUNHʭ
ʦDLOʮUH� ʣQGHUʬRQ ʥRQʥOʮGHʬ ʭʨDʭ ˠʭʨH HʥRQRʩLʥ DQDO\ʬLʬ Rʦ 0DQQH�
ʽRQDʭʨDQ 0DʥH\� ʺHQQLʬ ʹDUOʭRQ DQG ʺDQLHO ʻLʬʥʨHO� ʿRGG
ʼHQGHUʬRQ� DQG RʭʨHUʬ ʨDYH ʤHHQ ʬʮʥʥHʬʬʦʮO LQ ʬʨRZLQʧ ʭʨDʭ ʭʨH
ʥʮUUHQʭ LQʬLGHU ʭUDGLQʧ HQʦRUʥHʩHQʭ UHʧLʩH Lʬ ʨLʧʨO\ LQHʦʦLʥLHQʭʠˡ��ʡ

��� ,Q �ʢʢ�� ʽLOO ʻLʬʥʨ ʬʮʩʩDUL˅HG ʭʨH ʬLʭʮDʭLRQ Dʬ ʦROORZʬʷ ˠ˃ʭ˄ʨLʬ DQDO\ʬLʬ� ZʨLOH
LQʭHUHʬʭLQʧ RQD ʭʨHRUHʭLʥDO OHYHO� ʨDʬ QRʭ ʧHQHUDʭHG DQ\ ʥOHDU ʥRQʬHQʬʮʬ� ʪURʤDʤO\ ʤHʥDʮʬH Rʦ ʭʨH
DʤʬHQʥH Rʦ HʩʪLULʥDO GDʭDʠˡ 6HH ʻLʬʥʨ� VXSUD QRʭH ʡ�� Dʭ ���ʠ ʼHU ʥRQʥOʮʬLRQ Lʬ ʬʭLOO YDOLG ʭRGD\ʠ

��� 0HUULʭʭ %ʠ ʻRʯ� 6HFXULWLHV 'LVFORVXUH LQ D *OREDOL]LQJ 0DUNHW� :KR 6KRXOG
5HJXODWH :KRP� ʢʶ 0,ʹʼʠ /ʠ 5(9ʠ �ʵʢ�� �ʶ��˟�ʢ ʝ�ʢʢʡʞʸ 0DUʥHO ʾDʨDQ� 6HFXULWLHV /DZV
DQG WKH 6RFLDO &RVWV RI ´,QDFFXUDWHµ 6WRFN 3ULFHV� ʵ� ʺ8ʾ( /ʠʽʠ ʢʡʡ� ʢ��˟�ʡ ʝ�ʢʢ�ʞ� VHH
DOVR *ʮʭʭHQʭDʧ� ,PSRVLQJ 'LVFORVXUH 5HTXLUHPHQWV� VXSUD QRʭH ʶ�� Dʭ ��ʶʠ %XW VHH� /\QQ
ʣʠ 6ʭRʮʭ� 7KH 8QLPSRUWDQFH RI %HLQJ (IILFLHQW� $Q (FRQRPLF $QDO\VLV RI 6WRFN 0DUNHW
3ULFLQJ DQG 6HFXULWLHV 5HJXODWLRQ� �ʡ 0,ʹʼʠ /ʠ 5(9ʠ ���� ���˟�� ʝ�ʢ��ʞ ʝDUʧʮLQʧ ʭʨDʭ
HʦʦLʥLHQʭ ʬʭRʥN ʩDUNHʭʬ GR QRʭ ʨDYH D ʬLʧQLʦLʥDQʭ HʦʦHʥʭ RQ HʥRQRʩLʥ ʪURGʮʥʭLYLʭ\ʞʠ

��ʵ 6HH LQIUD 6HʥʭLRQ ,9ʠ%ʠ�ʠ
��ʶ 6HH VXSUD QRʭH ��� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� 6HH ʻLʬʥʨ� VXSUD QRʭH ʡ�� Dʭ ���ʠ
��ʡ 6HH ʣ1ʺ(5621� VXSUD QRʭH ʶ�� Dʭ ���ʠ 5HʰHʥʭLQʧ ʩDUNHʭ ʦDLOʮUH DUʧʮʩHQʭʬ ʦRU D

ʦHGHUDO LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ Lʬ QRʭ ʭʨH ʬDʩH Dʬ DUʧʮLQʧ ʭʨDʭ ZʨRHYHU ʨDʪʪHQʬ ʭR ʧDLQ
DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ ʬʨRʮOG ʤH DOORZHG ʭR ʭUDGH ʮʬLQʧ ʭʨLʬ LQʦRUʩDʭLRQʠ 2QH ʥRʮOG UHʰHʥʭ
ʭʨH QHHG ʦRU D ʦHGHUDO UʮOH ʪURʨLʤLʭLQʧ ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ DQG ʬʭLOO DʥʥHʪʭ ʭʨDʭ
Lʦ ʬRʩHRQH ʩDNHʬ D ʥRQʭUDʥʭʮDO RU ʦLGʮʥLDU\ ʥRʩʩLʭʩHQʭ ʭR UHʦUDLQ ʦURʩ ʮʬLQʧ ʥHUʭDLQ
LQʦRUʩDʭLRQ ʦRU ʬʭRʥN ʭUDGLQʧ ʪʮUʪRʬHʬ� ʭʨHQ ʭʨRʬH ʥRʩʩLʭʩHQʭʬ ʬʨRʮOG ʤH OHʧDOO\ HQʦRUʥHDʤOHʠ

1RU GR ʬʥʨRODUʬ ZʨR UHDʥʨ ʭʨH ʥRQʥOʮʬLRQ ʭʨDʭ DQ HʯʭHUQDOLʭ\ ʪURʤOHʩ GRHʬ QRʭ
ʰʮʬʭLʦ\ DQ LQʬLGHU ʭUDGLQʧʪURʨLʤLʭLRQHQʭLUHO\GLʬʪHOZLʭʨ ʭʨHʪRʬʬLʤLOLʭ\ ʭʨDʭ ʭʨHUHʩLʧʨʭ ʤH ʬRʩH
ʪRʭHQʭLDO HʥRQRʩLʥ ʤHQHʦLʭʬ ʦURʩ ʦHGHUDO HQʦRUʥHʩHQʭ Rʦ DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQʠ 2QH
ʤHQHʦLʭ Rʦ ʦHGHUDO UHʧʮODʭLRQ ʭʨH\ LGHQʭLʦ\ Lʬ ʭʨH ʪRʭHQʭLDO ʦRU HʥRQRʩLHʬ Rʦ ʬʥDOH LQ ʦHGHUDO
HQʦRUʥHʩHQʭʠ 6HH� H�J�� ʺDYLG ʺʠ ʼDGGRʥN ʳ ʽRQDʭʨDQ 5ʠ 0DʥH\� $ &RDVLDQ 0RGHO RI ,QVLGHU
7UDGLQJ� �� 1ˀʠ8ʠ/ʠ5(9ʠ �ʵʵʢ� �ʵʶ�˟ʶ� ʝ�ʢ��ʞʠ
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7KH HIILFLHQF\ DQDO\VLV RI LQVLGHU WUDGLQJ SROLF\ GHWDLOHG
WKXV IDU GRHV QRW LQFOXGH DQ\ GLVFXVVLRQ RI WKH SUREOHP RI
ZDVWHIXO FRPSHWLWLRQ� +RZHYHU� WKHUH DUH D IHZ HIILFLHQF\�
PLQGHG VFKRODUV ZKRVH ZRUN RQ LQVLGHU WUDGLQJ DW OHDVW KLQWV DW
WKH LPSRUWDQFH RI ZDVWHIXO FRPSHWLWLRQ LQ WKH DQDO\VLV RI LQVLGHU
WUDGLQJ SROLF\� 7KH ZRUN RI WKHVH VFKRODUV FDQ EH VHSDUDWHG LQWR
WZR FDWHJRULHV� ZDVWH DFNQRZOHGJHUV DQG ZDVWH IDWDOLVWV����

7KH ZDVWH DFNQRZOHGJHUV UHFRJQL]H WKDW FHUWDLQ DVSHFWV
RI WKH XVH RI LQVLGH LQIRUPDWLRQ LQYLWH ZDVWHIXO FRPSHWLWLRQ� EXW
IDLO WR IXOO\ H[SORUH WKH UDPLILFDWLRQV RI WKLV LQVLJKW IRU LQVLGHU
WUDGLQJ SROLF\���� 7KH ZDVWH IDWDOLVWV� RQ WKH RWKHU KDQG�
UHFRJQL]H HLWKHU H[SOLFLWO\ RU LPSOLFLWO\ WKDW WKH DPRXQW RI
ZDVWHIXO FRPSHWLWLRQ WR ILQG DQG H[SORLW LQVLGH LQIRUPDWLRQ PD\
EH VLJQLILFDQW� EXW DVVXPH WKDW WKHVH FRVWV DUH XQDYRLGDEOH����

D� :DVWH $FNQRZOHGJHUV

$ GLVSDUDWH JURXS RI VFKRODUV VXJJHVW HLWKHU GLUHFWO\ RU
LQGLUHFWO\ WKDW DW OHDVW VRPH DVSHFWV RI HIIRUWV WR DFTXLUH DQG XVH
LQVLGH LQIRUPDWLRQ DUH VRFLDOO\ ZDVWHIXO� , FDOO VXFK VFKRODUV ZDVWH
DFNQRZOHGJHUV� $V DQ H[DPSOH� (ULF .DGHV� LQ DQ DUWLFOH RQ WKH OHJDO
UHJXODWLRQ RI ZLQGIDOOV JHQHUDOO\� REVHUYHV WKDW LQVLGH LQIRUPDWLRQ
FDQ KDYH WKH FKDUDFWHULVWLFV RI D ZLQGIDOO���� .DGHV ZULWHV WKDW
´LQVLGHU WUDGLQJ FDQ UHVXOW LQ XQHDUQHG ZLQGIDOOV� DQG KHQFH
UHJXODWLRQ LV FOHDUO\ GHVLUDEOH�µ��� :KLOH .DGHV UHFRJQL]HV WKH
ZLQGIDOO QDWXUH RI LQVLGH LQIRUPDWLRQ� WKH DUJXPHQW KH RIIHUV OLQNLQJ
WKH H[LVWHQFH RI D ZLQGIDOO WR WKH QHHG IRU UHJXODWRU\ LQWHUYHQWLRQ LV
TXLWH GLIIHUHQW WKDQ WKH DQDO\VLV SUHVHQWHG KHUH� .DGHV DUJXPHQW
IRU D UHJXODWRU\ LQWHUYHQWLRQ LV EDVHG RQ DQ LQVXUDQFH UDWLRQDOH� +H
ZULWHV� ´>I@RUELGGLQJ LQVLGHU WUDGLQJ VSUHDGV JDLQV PRUH EURDGO\ DQG
KHQFH LV \HW DQRWKHU IRUP RI UHYHUVH LQVXUDQFH�µ���

6RPH RI WKH HFRQRPLF DQDO\VLV RI LQVLGHU WUDGLQJ
SUHVHQWHG E\ )R[� *ORVWHQ� DQG 5DXWHUEHUJ PLJKW DOVR EH UHDG
DV DFNQRZOHGJLQJ WKH SRWHQWLDO IRU ZDVWH LQ WKH HIIRUW WR
UHGLVWULEXWH WKH FRVWV LPSRVHG E\ WKRVH WUDGLQJ ZLWK LQVLGH
LQIRUPDWLRQ� )R[� *ORVWHQ� DQG 5DXWHUEHUJ LQFOXGH LQ WKH FRVWV
WKH\ LGHQWLI\ DV UHVXOWLQJ IURP LQVLGHU WUDGLQJ ´WKH LPSDFW RI WKH

��� 6RPHDUJXPHQWVFURVVRYHUDQGGRQRW IDOOH[FOXVLYHO\ LQWRRQHRI WKHVH WZRFDWHJRULHV�
��� 6HH LQIUD 6HFWLRQ ,,,�$���D�
��� 6HH LQIUD 6HFWLRQ ,,,�$���E�
��� (ULF .DGHV� :LQGIDOOV� ��� <$/( /�-� ����� ����²�� �������
��� ,G� DW �����
��� ,G�
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˃LQʦRUʩHG˄ ʭUDGLQʧ RQ ʭʨH UHDO UHʬRʮUʥHʬ ʭʨDʭ ʬRʥLHʭ\ GHYRʭHʬ ʭR
ʭUDGLQʧ LQ DQG RʪHUDʭLQʧ HʫʮLʭ\ ʩDUNHʭʬʠˡ�ʵʵ

ʼRZHYHU� DʥNQRZOHGʧLQʧ ʭʨH ʪRʬʬLʤLOLʭ\ ʭʨDʭ LQʬLGHU
ʭUDGLQʧ LQYROYHʬ D ˅HURʟʬʮʩ ʧDʩH LQ ZʨLʥʨ ʥRʩʪHʭLʭLRQ ZDʬʭHʬ
UHʬRʮUʥHʬ ʦDOOʬ ʦDU ʬʨRUʭ Rʦ UHDʥʨLQʧ ʪROLʥ\ ʥRQʥOʮʬLRQʬ ʤDʬHG RQ
ʭʨHʬH ʥRQʥHUQʬʠ %DLQʤULGʧH DʪʭO\ RʤʬHUYHʬʷ

˃ʬ˄RʩH ʥRQʭHQG ʭʨDʭ LQʬLGHU ʭUDGLQʧ UHʬʮOʭʬ LQ RʮʭʬLGH LQYHʬʭRUʬ˝Dʬ D
ʥODʬʬ˝ʤHLQʧ LQʰʮUHG ʤHʥDʮʬH ʭʨH\ UHDʪ D ʬʩDOOHU ʬʨDUH Rʦ ʭʨH ʧDLQʬ
ʦURʩ QHZ LQʦRUʩDʭLRQ ʠ ʠ ʠ ʠ ʿR ʰʮʬʭLʦ\ D ʤDQ RQ LQʬLGHU ʭUDGLQʧ� \Rʮ
QHHG D ʤDʬLʬ ʦRU DʬʬHUʭLQʧ ʭʨDʭ Lʭ Lʬ LQDʪʪURʪULDʭH� ʮQGHʬLUDʤOH� RU
LʩʩRUDO ʦRU ʭʨRʬH ʧDLQʬ ʭR ʤH UHDʪHG ʤ\ LQʬLGHUʬʠ�ʵʶ

8QOLNH ʪUHYLRʮʬ ʬʥʨRODUʬʨLʪ� ʭʨLʬ DUʭLʥOH ʪURYLGHʬ ʭʨH NLQG Rʦ
ʥRʩʪOHʭH DUʧʮʩHQʭ ʭʨDʭ %DLQʤULGʧH ʥRUUHʥʭO\ UHʥRʧQL˅Hʬ Lʬ
QHʥHʬʬDU\ ʭR OLQN ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʭR LQʬLGHU ʭUDGLQʧ ʪROLʥ\ʠ

E� :DVWH )DWDOLVWV

ʣ ʬHʥRQG ʧURʮʪ Rʦ ʬʥʨRODUʬ� ʭʨH ZDʬʭH ʦDʭDOLʬʭʬ� ʧR RQH
ʬʭHʪ ʦʮUʭʨHU ʭʨDQ ʭʨH ZDʬʭH DʥNQRZOHGʧHUʬʠ ʿʨHʬH ʬʥʨRODUʬ
DʥNQRZOHGʧH ʭʨDʭ ʥRʩʪHʭLʭLRQ ʦRU LQʬLGH LQʦRUʩDʭLRQ Lʬ OLNHO\ ʭR
ʭULʧʧHU DQ DUʩʬ UDʥH ʭʨDʭ ʩD\ ZDʬʭH ʬLʧQLʦLʥDQʭ UHʬRʮUʥHʬ ʦURʩ
D ʬRʥLDO ZHOʦDUH ʪHUʬʪHʥʭLYHʠ ʼRZHYHU� ʭʨHʬH ʬʥʨRODUʬ ʭʨHQ ʰʮʩʪ
ʭR ʭʨH ʥRQʥOʮʬLRQ ʭʨDʭ ʬʮʥʨ ʥRʩʪHʭLʭLRQ Lʬ ʮQDYRLGDʤOHʠ ʹDUOʭRQ
DQG ʻLʬʥʨHO� ʦRU HʯDʩʪOH� DUʧʮHʷ

˪ ˃ʿ˄ʨH RQO\ HʦʦHʥʭ D ʤDQ RQ LQʬLGHU ʭUDGLQʧ ʩLʧʨʭ ʨDYH Lʬ ʭʨDʭ ʭʨRʬH
ZLʭʨ ʤHʭʭHU DʥʥHʬʬ ʭR LQʦRUʩDʭLRQ� ʬʮʥʨ Dʬ ʤURNHUʬ� ZRʮOG UHDʪ ʬRʩH Rʦ
ʭʨH ʧDLQʬ ʦURʩ LQʬLGH LQʦRUʩDʭLRQʠ ˀʨLOH ʭʨLʬ ʩD\ ʤH LQHʦʦLʥLHQʭ
ʤHʥDʮʬH ʤURNHUʬ ʥDQ ʤHʥRʩH LQʦRUʩHG RQO\ Dʭ D ʨLʧʨHU ʥRʬʭ� ʭʨH
LQʦRUʩHGʟʮQLQʦRUʩHG ʭUDGHU ʪURʤOHʩ UHʩDLQʬʠ 6ʩDUʭ ʤURNHUʬ� LQ
RʭʨHU ZRUGʬ� ʥDʮʬH ʭʨH ʬDʩH ʪURʤOHʩ Dʬ ʬʩDUʭ LQʬLGHUʬʠ�ʵ�

,Q ʭʨLʬ YLHZ� ʭʨH UDʥH ʦRU ʦRUHNQRZOHGʧH Lʬ ʮQDYRLGDʤOH� DQG ʭʨH
ʤHʬʭ ʪROLʥ\ UHʬʪRQʬH Lʬ ʭR DOORZ ʭʨRʬH ZLʭʨ ORZʟʥRʬʭ HDUO\ DʥʥHʬʬ
ʭR ʭʨH LQʦRUʩDʭLRQ ʭR ʭUDGH ʤHʦRUH RʭʨHUʬ ʥDQ HQʭHU ʭʨH UDʥHʠ

2QH ʥDQ ʮʬH ʭHUʩLQRORʧ\ ʦURʩ HʥRQRʩLʥʬ ʭR GHʬʥULʤH ʭʨH
DUʧʮʩHQʭ Rʦ ʭʨH ZDʬʭH ʦDʭDOLʬʭʬʠ ʿʨH ZDʬʭH ʦDʭDOLʬʭʬ DUH ʩDNLQʧ D
ʥODLʩ DʤRʮʭ LQʦRUʩDʭLRQʟʧDʭʨHULQʧ ʬʮʤʬʭLʭʮʭHʬ ʦRU LQʬLGHU ʭUDGLQʧʠ
,Q ʭʨH ʬʭURQʧHʬʭ ʦRUʩ� ʭʨH ZDʬʭH ʦDʭDOLʬʭ ʥODLʩ Lʬ ʭʨDʭ ʭʨHUH DUH
RʭʨHU LQʦRUʩDʭLRQ ʧDʭʨHULQʧ DʥʭLYLʭLHʬ ʭʨDʭ ʩD\ ʤH ʩRUH HʯʪHQʬLYH
ʭʨDQ OHʭʭLQʧ LQʬLGHUʬ ʭUDGH RQ LQʬLGH LQʦRUʩDʭLRQ� ʤʮʭ ʭʨHʬH RʭʨHU

�ʵʵ 6HH ʻRʯ� *ORʬʭHQ� ʳ 5DʮʭHUʤHUʧ� VXSUD QRʭH ʶ�� Dʭ ���ʠ ˀʨHʭʨHU ʻRʯ�
*ORʬʭHQ� DQG 5DʮʭHUʤHUʧ DUH ʰʮʬʭ UHʦHUULQʧ ʭR ʭʨH ʥRʬʭʬ Rʦ HʬʭDʤOLʬʨLQʧ D ʩDUNHʭ ʩDNHU
RU D ʤURDGHU UDQʧH Rʦ ʥRʬʭʬ Lʬ ʮQʥOHDUʠ

�ʵʶ 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ �ʢʡ˟ʢ�ʠ
�ʵ� 6HH ʹDUOʭRQ ʳ ʻLʬʥʨHO� VXSUD QRʭH ʡ�� Dʭ ���ʠ
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LQʦRUʩDʭLRQ ʧDʭʨHULQʧ DʥʭLYLʭLHʬ DUH RʭʨHUZLʬH ʪHUʦHʥʭ ʬʮʤʬʭLʭʮʭHʬ
ʦRU ʭʨH LQʦRUʩDʭLRQ ʧDʭʨHULQʧ ʥDʪDʤLOLʭLHʬ Rʦ LQʬLGHUʬʠ�ʵʡ ʣʥʥRUGLQʧ
ʭR ʭʨLʬ DQDO\ʬLʬ� ʭʨH UDʥH ʦRU LQʬLGH LQʦRUʩDʭLRQ ʥDQ ʤH ʭʨURZQ Rʦʦ
ʥRʮUʬH ʤʮʭ QHYHU ʮOʭLʩDʭHO\ ʬORZHG GRZQʠ

,ʦ ʭʨH ZDʬʭH ʦDʭDOLʬʭʬ DUH ʥRUUHʥʭ ʭʨDʭ ʭʨHUH Lʬ QR ZD\ ʭR
UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʦRU ʦRUHNQRZOHGʧH DQG DOO ʭʨDʭ DQ
LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ ZLOO GR Lʬ ʬʨLʦʭ LQʦRUʩDʭLRQ ʧDʭʨHULQʧ
DʥʭLYLʭLHʬ ʭR ʭʨRʬH ZʨR ZLOO ʧDʭʨHU ʭʨH ʬDʩH LQʦRUʩDʭLRQ ʤʮʭ Dʭ D
ʨLʧʨHU ʥRʬʭ ʭʨHQ ʭʨH DUʧʮʩHQʭ ʪUHʬHQʭHG ʨHUH ʦRU DQ LQʬLGHU
ʭUDGLQʧ ʤDQ GHʬLʧQHG ʭR UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Lʬ
ʮQʪHUʬʮDʬLYHʠ ,ʭ ʩDNHʬ QR ʬHQʬH ʭR LQYHʬʭ UHʬRʮUʥHʬ LQ HʦʦRUʭʬ ʭR
UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Lʦ ʬʮʥʨ HʦʦRUʭʬ DUH GRRʩHG ʭR ʦDLOʠ

ʿʨH ʥODLʩ Rʦ ʭʨH ZDʬʭH ʦDʭDOLʬʭʬ ʭʨDʭ ʭʨHUH Lʬ QR ZD\ ʭR
UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʦRU ʦRUHNQRZOHGʧH Lʬ DQ HʩʪLULʥDO RQHʸ
ʨRZHYHU� ʭʨH\ GR QRʭ ʪURYLGH HYLGHQʥH ʭR ʬʮʪʪRUʭ ʭʨLʬ ʥRQʥOʮʬLRQʠ
,Q ʦDʥʭ� QʮʩHURʮʬ ʬʭʮGLHʬ ʦLQG ʭʨDʭ ODZʬ UHʬʭULʥʭLQʧ LQʬLGHU ʭUDGLQʧ
DQG UHODʭHG UHʬʭULʥʭLRQʬ RQ ʭʨH ʬHOHʥʭLYH GLʬʥORʬʮUH Rʦ ʩDʭHULDO
QRQʪʮʤOLʥ LQʦRUʩDʭLRQ GR ʨDYH ʬLʧQLʦLʥDQʭ DQG ʩHDʬʮUDʤOH HʦʦHʥʭʬ
RQ ʭʨH DʩRʮQʭ Rʦ LQʦRUʩDʭLRQ LQʥRUʪRUDʭHG LQʭR ʬHʥʮULʭLHʬ ʪULʥHʬʠ
ʿʨHʬH ʦLQGLQʧʬ DUH LQʥRQʬLʬʭHQʭZLʭʨ ʭʨH ʥODLʩ Rʦ ʭʨHZDʬʭH ʦDʭDOLʬʭʬ
ʭʨDʭ HʦʦRUʭʬ ʭR ʪUHYHQʭ ʭʨH UDʪLG ʦORZ Rʦ LQʬLGH LQʦRUʩDʭLRQ LQʭR
ʩDUNHʭ ʪULʥHʬ ʥDQQRʭ ʬʮʥʥHHGʠ

2QH QRʭHZRUʭʨ\ ʬʭʮG\ ʬʮʧʧHʬʭLQʧ ʭʨDʭ DQ LQʬLGHU ʭUDGLQʧ
ʤDQ ʥDQ ʤH HʦʦHʥʭLYH LQ UHGʮʥLQʧ ʭʨH HʯʭHQʭ ʭR ZʨLʥʨ ʪULYDʭH
LQʦRUʩDʭLRQ Lʬ LQʥRUʪRUDʭHG LQʭR ʬHʥʮULʭLHʬ ʪULʥHʬ Lʬ D ʬʭʮG\ ʤ\
8ʭʪDO %ʨDʭʭDʥʨDU\D DQG ʼD˅Hʩ ʺDRʮNʠ %ʨDʭʭDʥʨDU\D DQG ʺDRʮN
DQDO\˅H ZʨHʭʨHU ʭʨHUH Lʬ DQ HʦʦHʥʭ RQ ʭʨH ʥRʬʭ ʭR ʦLUʩʬ Rʦ UDLʬLQʧ
ʥDʪLʭDO ZʨHQ D ʥRʮQʭU\ HQDʥʭʬ DQG ʤHʧLQʬ HQʦRUʥLQʧ ODZʬ ʭʨDʭ OLʩLʭ
LQʬLGHU ʭUDGLQʧʠ�ʵ� %ʨDʭʭDʥʨDU\D DQG ʺDRʮN ʦLQG D ʬʭDʭLʬʭLʥDOO\
ʬLʧQLʦLʥDQʭ GHʥOLQH LQ ʭʨH ʥRʬʭ Rʦ ʥDʪLʭDO ʦRU ʦLUʩʬ DʦʭHU LQʬLGHU
ʭUDGLQʧ UHʧʮODʭLRQʬ DUH HQDʥʭHG DQG HQʦRUʥHGʠ�ʵʢ ʿʨLʬ ʦLQGLQʧ
ʬʮʧʧHʬʭʬ ʭʨDʭ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQʬ GR UHGʮʥH ʥRQʥHUQʬ DʤRʮʭ
ʭUDGLQʧ Dʭ DQ LQʦRUʩDʭLRQDO GLʬDGYDQʭDʧH ʭR ʭʨRʬH ʭUDGLQʧ ZLʭʨ
LQʬLGH LQʦRUʩDʭLRQʠ ,ʦ ʭʨHUH ZHUH UHDGLO\ DYDLODʤOH LQʦRUʩDʭLRQʟ
ʧDʭʨHULQʧ ʬʮʤʬʭLʭʮʭHʬ ʦRU LQʬLGHUʬ� ʭʨHQ ʥRQʥHUQʬ DʤRʮʭ ʭUDGLQʧ Dʭ

�ʵʡ ʽRQDʭʨDQ 0DʥH\ ʩDNHʬ DQ DGGLʭLRQDO RʤʬHUYDʭLRQ DʤRʮʭ ʭʨH ʥRʬʭ ʭR ʭʨH ʦLUʩ
Lʦ LQʦRUʩDʭLRQ ʧDʭʨHULQʧ DʥʭLYLʭLHʬ DUH ʥDUULHG Rʮʭ ʤ\ ʭʨRʬH RʮʭʬLGH ʭʨH ʦLUʩ UDʭʨHU ʭʨDQ
ʤ\ ʦLUʩ LQʬLGHUʬʠ 0DʥH\ ZULʭHʬ ʭʨDʭ ˠLʦ LQʬLGHU ʭUDGLQʧ Lʬ ʤDQQHG� QHLʭʨHU ʭʨH ʦLUʩ˞ʬ
LQʬLGHUʬ QRU Lʭʬ ʪʮʤOLʥ ʬʨDUHʨROGHUʬ ʤʮʭ ʩDUNHʭ ʪURʦHʬʬLRQDOʬ ZLOO ʥDʪLʭDOL˅H RQ ʭʨH ʦLUʩ˞ʬ
ʧRRG ʦRUʭʮQHʠˡ ʽ21ʣʿʼʣ1 5ʠ 0ʣʹ(<� ,16,ʺ(5 ʿ5ʣʺ,1*ʷ (ʹ2120,ʹ6� 32/,ʿ,ʹ6� ʣ1ʺ
32/,ʹ< �ʶ ʝ�ʢʢ�ʞʠ ʣʥʥRUGLQʧ ʭR 0DʥH\� ZʨHQ ʭʨH ZLQQHU Rʦ ʭʨH UDʥH ʭR ʤH ʭʨH ʦLUʬʭ ʭR
HʯʪORLʭ QHZ LQʦRUʩDʭLRQ Lʬ ʭʨH ʩDUNHʭ ʪURʦHʬʬLRQDO ʭʨH ʦLUʩ ZLOO ORʬH Rʮʭʠ

�ʵ� 8ʭʪDO %ʨDʭʭDʥʨDU\D ʳ ʼD˅Hʩ ʺDRʮN� 7KH :RUOG 3ULFH RI ,QVLGHU 7UDGLQJ�
ʶʡ ʽʠ ʻ,1ʠ ʡʶ� ʡ� ʝ����ʞʠ

�ʵʢ ,G� Dʭ ʢʡʠ



����˄ $92,',1* :$67()8/ &203(7,7,21 ʢ�ʡ

DQ LQʦRUʩDʭLRQDO GLʬDGYDQʭDʧH DQG ʭʨH UHʬʮOʭLQʧ ʪUHʩLʮʩʬ
ʥʨDUʧHG ZRʮOG QRʭ ʤH DʦʦHʥʭHG ʤ\ DQ LQʬLGHU ʭUDGLQʧ ʤDQʠ

(YLGHQʥH Rʦ ʭʨH ʪRʭHQʭLDO HʦʦLʥDʥ\ Rʦ UʮOHʬ UHʧʮODʭLQʧ ʭʨH ʮʬH
Rʦ LQʬLGH LQʦRUʩDʭLRQ ʦRU ʭUDGLQʧ ʪʮUʪRʬHʬ Lʬ DOʬR ʪURYLGHG ʤ\
UHʬHDUʥʨ RQ ʭʨH HʦʦHʥʭʬ Rʦ UʮOHʬ UHGʮʥLQʧ ʭʨH ʦLUʩ˞ʬ DʤLOLʭ\ ʭR HQʧDʧH
LQ ʭʨH ʬHOHʥʭLYH GLʬʥORʬʮUH Rʦ ʩDʭHULDO QRQʟʪʮʤOLʥ LQʦRUʩDʭLRQʠ ʻRU
HʯDʩʪOH� D ʬʭʮG\ ʤ\ 5RQDOG ʣQGHUʬRQ DQG ʥROOHDʧʮHʬ RQ ʭʨH HʦʦHʥʭʬ
Rʦ ʭʨH HQDʥʭʩHQʭ Rʦ 5HʧʮODʭLRQ ʻʺ� D UʮOH UHʬʭULʥʭLQʧ ʭʨH ʬHOHʥʭLYH
GLʬʥORʬʮUH Rʦ LQʦRUʩDʭLRQ ʤ\ ʪʮʤOLʥ ʥRʩʪDQLHʬ� ʦRʮQG ʭʨDʭ
HQDʥʭʩHQʭ Rʦ 5HʧʮODʭLRQ ʻʺ ʬLʧQLʦLʥDQʭO\ UHGʮʥHG ʬHʥʮULʭLHʬ ʪULʥH
LQʦRUʩDʭLYHQHʬʬʠ�ʶ� ʿʨLʬ ʦLQGLQʧ ʪURYLGHʬ ʦʮUʭʨHU HYLGHQʥH ʭʨDʭ
UHʬʭULʥʭLRQʬ RQ LQʦRUʩHG ʭUDGLQʧ DUH QRʭ UHDGLO\ ʬʮʤʬʭLʭʮʭHG ʦRU ʤ\
ʭʨH LQʦRUʩDʭLRQ ʧDʭʨHULQʧ DʥʭLYLʭLHʬ Rʦ RʭʨHUʬ RʮʭʬLGH ʭʨH ʦLUʩʠ ʿʨH
NH\ ZDʬʭH ʦDʭDOLʬʭ DʬʬʮʩʪʭLRQ� ʭʨDʭ ʭʨRʬH RʮʭʬLGH ʭʨH ʦLUʩ ʥDQ
HDʬLO\ DʥʥHʬʬ ʭʨH ʬDʩH DʩRʮQʭ Rʦ LQʦRUʩDʭLRQ Dʬ ʭʨRʬH ʭUDGLQʧ ZLʭʨ
LQʬLGH LQʦRUʩDʭLRQ� Lʬ LQʥRQʬLʬʭHQʭ ZLʭʨ ʭʨH DYDLODʤOH HYLGHQʥHʠ

,Q ʬʮʩʩDU\� HʦʦLʥLHQʥ\ DQDO\ʬLʬ Lʬ D ORʧLʥDO ʭRRO ʭR ʮʬH ʭR
HYDOʮDʭH OHʧDO ʩHDʬʮUHʬ GHʬLʧQHG ʭR UHGʮʥH ʭʨH ZDʬʭH DʬʬRʥLDʭHG
ZLʭʨ HʦʦRUʭʬ ʭR DʥʫʮLUH DQG HʯʪORLʭ LQʬLGH LQʦRUʩDʭLRQʠ ʼRZHYHU�
ʩRʬʭ Rʦ ʭʨH HʦʦLʥLHQʥ\ DQDO\ʬLʬ Rʦ LQʬLGHU ʭUDGLQʧ ʪROLʥ\ ʭHQGʬ
ʭRZDUG ʭʨH NLQG Rʦ ʭUDGLʭLRQDO ʥRʬʭʴʤHQHʦLʭ DQG HʯʭHUQDOLʭLHʬ
DQDO\ʬLʬ ʭʨDʭ DʬʬʮʩHʬ DZD\ DQ\ NLQG Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
ʪURʤOHʩʠ�ʶ� ʣʬ D UHʬʮOʭ� ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩʬ
ʥUHDʭHG ʤ\ HʦʦRUʭʬ ʭR DʥʫʮLUH DQG HʯʪORLʭ LQʬLGH LQʦRUʩDʭLRQ DUH
HLʭʨHU LʧQRUHG HQʭLUHO\ RU DQDO\˅HG LQ D ʪHUʦʮQʥʭRU\ ʩDQQHU ʤ\
ʭʨRʬH ʮQGHUʭDNLQʧ HʦʦLʥLHQʥ\ DQDO\ʬLʬ Rʦ LQʬLGHU ʭUDGLQʧ ʪROLʥ\ʠ

%� )DLUQHVV $QDO\VLV

ʣQ DOʭHUQDʭLYH DQDO\ʭLʥ DʪʪURDʥʨ DʩRQʧ ʬʥʨRODUʬ ʬʭʮG\LQʧ
LQʬLGHU ʭUDGLQʧ Lʬ ʭR ORRN ʭR ʦDLUQHʬʬ ʥRQʥHUQʬ ʭR GHʭHUʩLQH ZʨHQ
ʭUDGLQʧ ʤDʬHG RQ ʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʬʨRʮOG ʤH
RʮʭODZHGʠ ʻDLUQHʬʬ DQDO\ʬLʬ ʬʭDUʭʬ ʦURʩ ʭʨH ʪUHʩLʬH ʭʨDʭ
ʬʭDQGDUGʬ Rʦ ʦDLU ʪOD\ ʬʨRʮOG GLʥʭDʭH ʭR Dʭ OHDʬʭ ʬRʩH GHʧUHH ʭʨH
ʭ\ʪHʬ Rʦ ʩDUNHʭ ʭUDQʬDʥʭLRQʬ ʭʨDʭ DUH ʪHUʩLʬʬLʤOHʠ 5HOLDQʥH RQ
ʦDLUQHʬʬ ʰʮʬʭLʦLʥDʭLRQʬ ʦRU ʭʨH OHʧDO UHʧʮODʭLRQ Rʦ ʩDUNHʭ
ʭUDQʬDʥʭLRQʬ ʨDʬ GHʥOLQHG ʬʭHDGLO\ RYHU ʭʨH ʪDʬʭ ʥHQʭʮULHʬʸ

�ʶ� 5RQDOGʹʠʣQGHUʬRQ Hʭ DOʠ�7KH(IILFDF\ RI5HJXODWRU\ ,QWHUYHQWLRQ� (YLGHQFH IURP
WKH 'LVWULEXWLRQ RI ,QIRUPHG 2SWLRQ 7UDGLQJ� �ʡ ʽʠ %ʣ1ʾ,1* ʳ ʻ,1ʠ ʵ��ʡ� ʵ��ʡ ʝ����ʞ ʝˠZH
ʪURYLGH HYLGHQʥH RQ ʭʨH HʦʦLʥDʥ\ Rʦ ʬHʥʮULʭ\ UHʧʮODʭLRQ LQ OLʩLʭLQʧ LQʦRUʩHG ʭUDGLQʧˡʞʠ ʻRU DQ
RYHUYLHZ Rʦ 5HʧʮODʭLRQ ʻʺ� ʬHH ʽLOO ʻLʬʥʨ� 5HJXODWLRQ )'� $Q $OWHUQDWLYH $SSURDFK WR
$GGUHVVLQJ ,QIRUPDWLRQ$V\PPHWU\� LQ5(6(ʣ5ʹʼʼʣ1ʺ%22ʾ21,16,ʺ(5ʿ5ʣʺ,1* ���� ���˟
�ʵ ʝ6ʭHʪʨHQ0ʠ %DLQʤULGʧH HGʠ ����ʞʸ VHH DOVR �ʡ ʹʠʻʠ5ʠ ˑ �ʵ�ʠ���ʠ

�ʶ� 6HH VXSUD QRʭH ʵʢ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
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ʨRZHYHU� LQ ʭʨH ʥRQʭHʯʭ Rʦ DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ� DʪʪHDOʬ
ʭR ʦDLUQHʬʬ UHʩDLQ URʤʮʬʭʠ�ʶ�

8QʦRUʭʮQDʭHO\� ʭʨH ʦDLUQHʬʬ DQDO\ʬLʬ Rʦ LQʬLGHU ʭUDGLQʧ
ʪROLʥ\ ʭR GDʭH ʨDʬ ʦRʥʮʬHG DOʩRʬʭ HʯʥOʮʬLYHO\ RQ ʭʨH ʪURʪULHʭ\ Rʦ
ʭDNLQʧ DGYDQʭDʧH Rʦ LQʦRUʩDʭLRQ Dʬ\ʩʩHʭULHʬ LQ ʩDUNHʭ
ʭUDQʬDʥʭLRQʬ DQG ʨDʬ QRʭ DGGUHʬʬHG ʨRZ ʭR DYRLG ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ LQ D ʦDLU DQG HʦʦLʥLHQʭʩDQQHUʠ ʿʨLʬ RYHUʬLʧʨʭ OLʩLʭʬ ʭʨH
ʮʬHʦʮOQHʬʬ Rʦ ʭʨH ʥʮUUHQʭ ʬʥʨRODUʬʨLʪ RQ ʦDLUQHʬʬ DQG LQʬLGHU
ʭUDGLQʧ ZʨHQ ʭU\LQʧ ʭR GHʭHUʩLQH ʭʨH DʪʪURʪULDʭH ʬʥRʪH Rʦ DQ
LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ GHʬLʧQHG ʭR DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ

�ʠ ʻDLUQHʬʬ ʣQDO\ʬLʬ *HQHUDOO\

(YDOʮDʭLQʧ ʭʨH HʯʭHQʭ ʭR ZʨLʥʨ ʩDUNHʭʪODʥH ʭUDQʬDʥʭLRQʬ
ʬʨRʮOG ʤH ʥRQʬʭUDLQHG ʤ\ ʭʨH ODZ ʤHʥDʮʬH Rʦ ʥRQʬLGHUDʭLRQʬ Rʦ
ʦDLUQHʬʬ ʨDʬ D ʨLʬʭRU\ GDʭLQʧ ʤDʥN ʩLOOHQQLDʠ�ʶ� ʹʨULʬʭLDQ
GRʥʭULQH� ʦRU HʯDʩʪOH� ʨROGʬ ʭʨDʭ ʭʨHUH Lʬ D ʰʮʬʭ ʪULʥH Dʭ ZʨLʥʨ
ʩDUNHʭ ʭUDQʬDʥʭLRQʬ ʬʨRʮOG ʭDNH ʪODʥHʠ�ʶʵ ʿʨH GHʤDʭH DʤRʮʭ ʭʨH
HʯʭHQʭ ʭR ZʨLʥʨ ʦDLUQHʬʬ ʥRQʥHUQʬ ʬʨRʮOG ʧʮLGH ʭʨH UHʧʮODʭLRQ Rʦ
ʩDUNHʭ ʭUDQʬDʥʭLRQʬ Lʬ RQʧRLQʧʠ

,Q ʭʨH ʥRQʭHʯʭ Rʦ ʥRQʭUDʥʭ ODZ� ʦRU HʯDʩʪOH� ʬʥʨRODUʬ ʬʮʥʨ Dʬ
0DUʧDUHʭ 5DGLQ DUʧʮH ʦRU ʭʨH LQʥOʮʬLRQ Rʦ ʦDLUQHʬʬ DQG RʭʨHU
QRQHʥRQRʩLʥ ʥRQʥHUQʬ LQ GHʬLʧQLQʧ OHʧDO UʮOHʬ� ZʨLOH RʭʨHU ʬʥʨRODUʬ
UHʰHʥʭ ʭʨH LGHD ʭʨDʭ HʫʮLʭDʤOH ʥRQʬLGHUDʭLRQʬ ʬʨRʮOG ʤH ʮʬHG ʭR
GHʭHUʩLQH ʭʨH UʮOHʬ Rʦ ʥRQʭUDʥʭ ODZʠ�ʶʶ 6ʥʨRODUʬ UHʰHʥʭLQʧ ʭʨH
LQʥOʮʬLRQ Rʦ ʦDLUQHʬʬ ʥRQʥHUQʬ LQ ʭʨH GHʬLʧQ Rʦ ʥRQʭUDʥʭ ODZ DUʧʮH
ʭʨDʭ ʦDLUQHʬʬ ʥRQʥHUQʬ DUH UHOLʥʬ Rʦ ʪDʬʭ ʤHOLHʦʬ DʤRʮʭ ʭʨH ODZ ʭʨDʭ
ʬʨRʮOG QR ORQʧHU ʤH ZHOʥRʩH HOHʩHQʭʬ Rʦ ʥRQʭUDʥʭ ODZ GRʥʭULQHʠ�ʶ�

ʻDLUQHʬʬ ʥRQʥHUQʬ DUH DOʬR DGGUHʬʬHG ʤ\ ʬʥʨRODUʬ ZʨR
ʦRʥʮʬ ʭʨHLU DQDO\ʭLʥ ZRUN RQ LGHQʭLʦ\LQʧ ʨRZ OHʧDO UʮOHʬ ʥDQ

�ʶ� 6HH� H�J�� *DU\/DZʬRQ�7KH(WKLFV RI ,QVLGHU 7UDGLQJ� ��ʼʣ59ʠʽʠ/ʠʳ38%ʠ32/˞<
ʡ�ʡ� ʡ��˟�� ʝ�ʢ��ʞʸ ,DQ %ʠ /HH� )DLUQHVV DQG ,QVLGHU 7UDGLQJ� ���� ʹ2/80ʠ%86ʠ/ʠ5(9ʠ ��ʢ�
��� ʝ����ʞʸ /RʮLʬ /Rʬʬ� 7KH )LGXFLDU\ &RQFHSW DV $SSOLHG WR 7UDGLQJ E\ &RUSRUDWH ´,QVLGHUµ
LQ WKH 8QLWHG 6WDWHV� �� 02ʺʠ /ʠ 5(9ʠ �ʵ� ��˟�ʡ ʝ�ʢʡ�ʞʸ 5RʤHUʭ ˀʠ 0ʥ*HH� $QDO\]LQJ ,QVLGHU
7UDGLQJ IURP WKH 3HUVSHFWLYHV RI 8WLOLWDULDQ (WKLFV DQG 5LJKWV 7KHRU\� ʢ� ʽʠ %86ʠ (ʿʼ,ʹ6 �ʶ
ʝ���ʢʞʸ ʾLʩ /DQH 6ʥʨHʪʪHOH� ´,W·V -XVW 1RW 5LJKWµ� 7KH (WKLFV RI ,QVLGHU 7UDGLQJ� ʶ� /ʠ ʳ
ʹ21ʿ(03ʠ 352%ʠ ���� ��ʶ ʝ�ʢʢ�ʞʸ 5R\ ʣʠ 6ʥʨRʭODQG� 8QVDIH DW DQ\ 3ULFH� $ 5HSO\ WR 0DQQH�
,QVLGHU 7UDGLQJ DQG WKH 6WRFN 0DUNHW� ʶ� 9ʣʠ /ʠ 5(9ʠ �ʵ�ʶ� �ʵ��˟�ʢ ʝ�ʢ�ʡʞʸ ʣODQ 6ʭUʮGOHU ʳ
(ULʥ ˀʠ 2Uʭʬ�0RUDO 3ULQFLSOH LQ WKH /DZ RI ,QVLGHU 7UDGLQJ� ʡ� ʿ(ˁʠ /ʠ 5(9ʠ �ʡʶ� ��� ʝ�ʢʢʢʞʸ
3DʭULʥLD ʼʠ ˀHUʨDQH� 7KH (WKLFV RI ,QVLGHU 7UDGLQJ� � ʽʠ %86ʠ (ʿʼ,ʹ6 �ʵ�� �ʵ� ʝ�ʢ�ʢʞʠ

�ʶ� 6HH� H�J�� ʣ1ʺ(5621� VXSUD QRʭH ʶ�� Dʭ �ʵ�˟�� ʝUHYLHZLQʧ ʭʨH ʨLʬʭRU\ ʬʭDUʭLQʧ
ZLʭʨ 5RʩDQ ʭLʩHʬ Rʦ ʭU\LQʧ ʭR GHʭHUʩLQH ZʨHQ LQʦRUʩDʭLRQ Dʬ\ʩʩHʭU\ ʬʨRʮOG ʭULʧʧHU D
GLʬʥORʬʮUH RʤOLʧDʭLRQʞʠ

�ʶʵ ˀLOOLDʩ %R\G� -XVW 3ULFH� 3XEOLF 8WLOLW\� DQG WKH /RQJ +LVWRU\ RI (FRQRPLF
5HJXODWLRQ LQ $PHULFD� �ʶ <ʣ/( ʽʠ 5(*ʠ ʡ��� ʡ�ʢ˟�� ʝ����ʞʠ

�ʶʶ &RPSDUH 0ʣ5*ʣ5(ʿ ʽʣ1( 5ʣʺ,1� %2,/(53/ʣʿ(ʷ ʿʼ( ʻ,1( 35,1ʿ�
9ʣ1,6ʼ,1* 5,*ʼʿ6� ʣ1ʺ ʿʼ( 58/( 2ʻ /ʣˀ ʝ����ʞ ZLWK ʽRG\ 3ʠ ʾUDʮʬ ʳ 5RʤHUʭ (ʠ 6ʥRʭʭ�
7KH &DVH $JDLQVW (TXLW\ LQ $PHULFDQ &RQWUDFW /DZ� ʢ� 6ʠ ʹʣ/ʠ /ʠ 5(9ʠ ���� ʝ����ʞʠ

�ʶ� 6HH ʾUDʮʬ ʳ 6ʥRʭʭ� VXSUD QRʭH �ʶʶʠ
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DGGUHʬʬ HʦʦLʥLHQʥ\ ʥRQʥHUQʬʠ /DZ DQG HʥRQRʩLʥʬ ʬʥʨRODUʬ ʬʮʥʨ Dʬ
/RʮLʬ ʾDʪORZ DQG 6ʭHYHQ 6ʨDYHOO DUʧʮH ʭʨDʭ ʪUHʦHUHQʥHʬ ʦRU
ˠʦDLU ʭUHDʭʩHQʭˡ LQ ʩDUNHʭ ʭUDQʬDʥʭLRQʬ ʬʨRʮOG ʤH LQʥOʮGHG
DʩRQʧ ʭʨH ʪUHʦHUHQʥHʬ ʭʨDʭ GHʭHUʩLQH ʩDUNHʭ RʮʭʥRʩHʬʠ�ʶʡ
ʾDʪORZ DQG 6ʨDYHOO ZULʭHʷ ˠLQGLYLGʮDOʬ ʨDYH D ʭDʬʭH ʦRU D QRʭLRQ
Rʦ ʦDLUQHʬʬ� ʰʮʬʭ Dʬ ʭʨH\ ʩD\ ʨDYH D ʭDʬʭH ʦRU DUʭ� QDʭʮUH� RU ʦLQH
ZLQH ʠ ʠ ʠ ʠ,Q ʬʮʥʨ ʥDʬHʬ� ʬDʭLʬʦ\LQʧ ʭʨH ʪULQʥLʪOH Rʦ ʦDLUQHʬʬ
HQʨDQʥHʬ ʭʨH LQGLYLGʮDO˞ʬ ZHOOʟʤHLQʧ� ʰʮʬʭ Dʬ ZRʮOG ʬDʭLʬʦ\LQʧ ʨLʬ
ʪUHʦHUHQʥH ʦRU ZLQHʠˡ�ʶ� ʼRZHYHU� ʦRU ʾDʪORZ DQG 6ʨDYHOO ʭʨHʬH
NLQGʬ Rʦ ʦDLUQHʬʬ ʥRQʬLGHUDʭLRQʬ GR QRʭ ʪURYLGH DQ LQGHʪHQGHQʭ
ʰʮʬʭLʦLʥDʭLRQ ʦRU OHʧDO LQʭHUYHQʭLRQ LQʭR ʩDUNHʭ ʭUDQʬDʥʭLRQʬʠ
ʿʨHLU DUʧʮʩHQʭ Lʬ ʭʨDʭ LQ ʭʨH DʤʬHQʥH Rʦ D ʩDUNHʭ ʦDLOʮUH� ʦLUʩʬ
DʥʭLQʧ RQ ʭʨHLU RZQ ʥDQ DQG GR ʩRGLʦ\ ʪROLʥLHʬ LQ RUGHU ʭR
DGGUHʬʬ ʦDLUQHʬʬ ʥRQʥHUQʬʠ�ʶʢ

�ʠ 5HODʭLRQʬʨLʪ ʭR ʭʨH ˀDʬʭHʦʮO ʹRʩʪHʭLʭLRQ 3URʤOHʩ

0DQ\ ʨDYH DUʧʮHG ʭʨDʭ ʦDLUQHʬʬ ʥRQʥHUQʬ ʰʮʬʭLʦ\ ʪʮʭʭLQʧ
LQ ʪODʥH DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQʠ ʻRU HʯDʩʪOH� ʣODQ
6ʭUʮGOHU DQG (ULʥ 2Uʭʬ GHYHORʪ D ʭʨHRU\ Rʦ ZʨDʭ ʥRQʬʭLʭʮʭHʬ ʦDLU
ʤHʨDYLRU LQ ʬHʥʮULʭLHʬ ʩDUNHʭʬ LQ RUGHU ʭR HʯʪODLQ Zʨ\ LQʬLGHU
ʭUDGLQʧ ʬʨRʮOG ʤH ʪURʨLʤLʭHGʠ ʿʨH\ ZULʭHʷ

ˀH ʪURʪRʬH D ʧHQHUDO ʭʨHRU\ Rʦ LQʬLGHU ʭUDGLQʧ ʭʨDʭ ʮʬHʬ ʩRUDO
ʥRQʥHʪʭʬ ʭR ʬʪHʥLʦ\ GʮʭLHʬ Rʦ GLʬʥORʬʮUH RZHG ʤ\ ʭʨRʬH ZʨR ʭUDGH ZLʭʨ
HDʥʨ RʭʨHU LQ ʪʮʤOLʥ ʬHʥʮULʭLHʬ ʩDUNHʭʬ ʠ ʠ ʠ ʠ 2ʮU DQDO\ʬLʬ ʪURYLGHʬ D
ʩRUH ʪUHʥLʬH ʮQGHUʬʭDQGLQʧ Rʦ ZʨDʭ HʯDʥʭO\ Lʬ ʮQʦDLU DʤRʮʭ ʭUDGLQʧ RQ
LQʬLGH LQʦRUʩDʭLRQʠ ˀH UHO\ RQ ʭʨH ʬʭDQGDUG GHRQʭRORʧLʥDO YLHZ ʭʨDʭ
ZʨDʭ ʩDNHʬ DQ Dʥʭ ʩRUDOO\ ʰʮʬʭLʦLDʤOH Lʬ ʭʨH UHʬʪHʥʭ Lʭ HʯʪUHʬʬHʬ ʦRU
ʭʨH DʮʭRQRʩ\� ULʧʨʭʬ� DQG GLʧQLʭ\ Rʦ ʭʨRʬH ʪHUʬRQʬ DʦʦHʥʭHG ʤ\ Lʭ� DQG
QRʭ ʩHUHO\ ʭʨH ʬRʥLDO ZHOʦDUH RU ʭʨH ʮʭLOLʭ\ ʭʨDʭ ʭʨH Dʥʭ ʪURGʮʥHʬʠ���

ʣʬ Lʬ ʭUʮH Rʦ ʩDQ\ Rʦ ʭʨH ʬRʪʨLʬʭLʥDʭHG GHʦHQʬHʬ Rʦ DQ LQʬLGHU
ʭUDGLQʧ ʪURʨLʤLʭLRQ RQ ʦDLUQHʬʬ ʧURʮQGʬ� 6ʭUʮGOHU DQG 2Uʭʬ DUH
HʯʪOLʥLʭ LQ ʧURʮQGLQʧ ʭʨHLU DQDO\ʬLʬ Rʦ ʭʨH ʦDLUQHʬʬ Rʦ LQʬLGHU
ʭUDGLQʧ LQ D GHRQʭRORʧLʥDO DʪʪURDʥʨ ʭR ʩRUDO ʭʨHRU\ʠ

6ʮUYH\ HYLGHQʥH ʬʮʧʧHʬʭʬ ʭʨDʭ ʦDLUQHʬʬ ʥRQʥHUQʬ DUH� LQ
ʦDʥʭ� ʭULʧʧHUHG ʤ\ LQʥLGHQʭʬ Rʦ LQʬLGHU ʭUDGLQʧʠ��� ʼRZHYHU� ʭʨH

�ʶʡ /28,6 ʾʣ3/2ˀ ʳ 6ʿ(9(1 6ʼʣ9(//� ʻʣ,51(66 9(5686 ˀ(/ʻʣ5( �� ʝ����ʞʠ
ʿʨHUH Lʬ ʩʮʥʨ UHʬHDUʥʨ ʬʨRZLQʧ ʭʨDʭ ʪHRʪOH GR ʭHQG ʭR ʨDYH ʬʭURQʧO\ ʨHOG YLHZʬ DʤRʮʭ
ʭʨHLU ULʧʨʭ ʭR ʤH ʭUHDʭHG ʦDLUO\ʠ 6HH� H�Jʠ� (UQʬʭ ʻHʨU ʳ 6LʩRQ *DʥʨʭHU� &RRSHUDWLRQ DQG
3XQLVKPHQW LQ 3XEOLF *RRGV ([SHULPHQWV� ʢ� ʣ0ʠ (ʹ21ʠ 5(9ʠ ʢ��� ʢ�ʵ ʝ����ʞʠ

�ʶ� 6HHʾʣ3/2ˀ ʳ 6ʼʣ9(//� VXSUD QRʭH �ʶʡ� Dʭ ��ʠ
�ʶʢ ,G�
��� 6HH 6ʭUʮGOHU ʳ 2Uʭʬ� VXSUD QRʭH �ʶ�� Dʭ ���˟��ʠ
��� ˀʨLOH UHʬHDUʥʨ RQ DʭʭLʭʮGHʬ ʭRZDUG LQʬLGHU ʭUDGLQʧ GR ʬʨRZ ʭʨDʭ ʭʨHUH DUH DʬʪHʥʭʬ

Rʦ LQʬLGHU ʭUDGLQʧ ʭʨDʭ LQGLYLGʮDOʬ ʧHQHUDOO\ ʦLQG ʩRUDOO\ ʭURʮʤOLQʧ� ʭʨH GHʭDLOʬ Rʦ ʨRZ DQG Zʨ\
LQʬLGHU ʭUDGLQʧ UDLʬHʬʩRUDO ʥRQʥHUQʬ DUH ʥRʩʪOHʯ� ʥRQʭUDGLʥʭRU\� DQG GLʦʦLʥʮOʭ ʭR ʮQʤʮQGOHʠ6HH�
H�J�� ʽRʨQ 3ʠ ʣQGHUʬRQ� ʽHUHʩ\ /ʠ ʾLGG� ʳ *HRUʧH ʣ 0RʥʬDU\� 3XEOLF 3HUFHSWLRQV RI ,QVLGHU
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ʪUHʥLʬH UHDʬRQ Zʨ\ ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ ʩLʧʨʭ
ʤH ʮQʦDLU Lʬ QRʭ ʬHOʦʟHYLGHQʭʠ ʻRU HʯDʩʪOH� ʭʨH DʤLOLʭ\ ʭR ʭUDGH RQ
LQʬLGH LQʦRUʩDʭLRQ ʥRʮOG ʤH ʪDUʭ Rʦ D ʦLUʩ˞ʬ ʥRʩʪHQʬDʭLRQ
ʪDʥNDʧHʠ��� ,ʦ D ʦLUʩ ʬDQʥʭLRQʬ ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ ʤ\
Lʭʬ HʩʪOR\HHʬ ʭʨHQ Lʭ ZRʮOG DʪʪHDU ʭR ʤH QR ʩRUH ʮQʦDLU ʦRU ʭʨRʬH
ʩDQDʧHUʬ ʭR ʭUDGH RQ LQʬLGH LQʦRUʩDʭLRQ ʭʨDQ ʦRU ʭʨHʩ ʭR ʥROOHʥʭ
ʭʨHLU ʬDODU\� Dʭ OHDʬʭ ʦURʩ ʭʨH ʦLUʩ˞ʬ ʪHUʬʪHʥʭLYHʠ

ʣQRʭʨHU GLʦʦLʥʮOʭ\ LQ ʬʪHʥLʦ\LQʧ ZʨDʭ Lʬ ʮQʦDLU DʤRʮʭ LQʬLGHU
ʭUDGLQʧ Lʬ ʭʨH ʪODʮʬLʤOH DUʧʮʩHQʭ ʭʨDʭ ʭʨH ʦDLUQHʬʬ Rʦ D ʭUDQʬDʥʭLRQ
ʬʨRʮOG ʤH GHʭHUʩLQHG ʤ\ ʭʨH ʭHUʩʬ Rʦ HQʧDʧHʩHQʭ ʭʨH ʪDUʭLHʬ
LQYROYHG ʩʮʭʮDOO\ DʧUHH ʭR DQG QRʭ ʤ\ ʬRʩH ʭʨLUG ʪDUʭ\ ʬʭDQGDUG
Rʦ ZʨDʭ ʥRQʬʭLʭʮʭHʬ D ʦDLU ʭUDQʬDʥʭLRQʠ��� ,ʦ RQH ʪDUʭ\ Lʬ ZLOOLQʧ ʭR
ULʬN ʭUDGLQʧ ZLʭʨ ʭʨRʬH ZʨR ʩLʧʨʭ ʨDYH DʥʥHʬʬ ʭR LQʬLGH
LQʦRUʩDʭLRQ� ʭʨHQ ʤDʬHG RQ ʭʨLʬ ʬʭDQGDUG� ʭʨHUH ZRʮOG QRʭ DʪʪHDU
ʭR ʤH DQ\ʭʨLQʧ ʮQʦDLU DʤRʮʭ D ʭUDQʬDʥʭLRQ ZʨHUH ʭʨH RʭʨHU ʪDUʭ\
GRHʬ� LQ ʦDʥʭ� ʨDYH DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQʠ ʿʨH ʪʮUʪRUʭHG
ʮQʦDLUQHʬʬ Rʦ ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ Lʬ ʦʮUʭʨHU ʥRʩʪOLʥDʭHG
ʤ\ ʭʨH ʦDʥʭ ʭʨDʭ ZLʭʨʨROGLQʧ LQʦRUʩDʭLRQ ZʨHQ QHʧRʭLDʭLQʧ ZLʭʨ DQ
DGYHUʬH ʪDUʭ\ Lʬ QRʭ ʧHQHUDOO\ GHHʩHG ʭR ʤH ʩRUDOO\ ZURQʧʠ��ʵ

0DʥH\ QLʥHO\ ʬʮʩʩDUL˅Hʬ ʭʨH ʬʭDʭH Rʦ ʦDLUQHʬʬ ʥRQʥHUQʬ Dʬ
D ʰʮʬʭLʦLʥDʭLRQ ʦRU RʮʭODZLQʧ LQʬLGHU ʭUDGLQʧ Dʬ ʦROORZʬʷ ˠ˃L˄QLʭLDOO\
ʭʨH ˃LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ˄ ZDʬ ʭʨRʮʧʨʭ ʭR ʤH ʧURʮQGHG RQ
QRʭLRQʬ Rʦ ˢʦDLUQHʬʬ˞ DQG ˢHʫʮLʭ\ʠ˞ ʿʨHʬH ʰʮʬʭLʦLʥDʭLRQʬ ZHUH YDʧʮH
DQG LOO ʦRUʩHG DQG GLG QRʭ ʪURYLGH D ʥRʨHUHQʭ ʤDʬLʬ ʦRU LʩʪRʬLQʧ
OHʧDO ʬDQʥʭLRQʬʠˡ��ʶ ,Q D ʬLʩLODU YHLQ� 6ʭHʪʨHQ %DLQʤULGʧH RʤʬHUYHʬʷ
ˠ˃ʭ˄ʨH GLʦʦLʥʮOʭ\� Rʦ ʥRʮUʬH� Lʬ ʭʨDʭ ʦDLUQHʬʬ DQG HʫʮDOLʭ\ DUH ʨLʧʨʟ
ʬRʮQGLQʧ ʤʮʭ HʬʬHQʭLDOO\ ʥRQʭHQʭʟOHʬʬ ZRUGʬʠˡ���

ʣ UHODʭHG ʦDLUQHʬʬ ʰʮʬʭLʦLʥDʭLRQ ʦRU ʪURʨLʤLʭLQʧ LQʬLGHU
ʭUDGLQʧ Lʬ ʤDʬHG RQ ʥRQʬLGHUDʭLRQʬ Rʦ HʫʮDOLʭ\ Rʦ DʥʥHʬʬ ʭR
LQʦRUʩDʭLRQʠ ʿʨH LGHD ʨHUH Lʬ ʭʨDʭ ZʨDʭ ʩDʭʭHUʬ ʦURʩ D ʦDLUQHʬʬ
ʪHUʬʪHʥʭLYH Lʬ ʭʨDʭ DOO ʪDUʭLHʬ ʨDYH UHODʭLYHO\ HʫʮDO DʥʥHʬʬ ʭR
ʮQGHUO\LQʧ LQʦRUʩDʭLRQʠ ʿʨLʬ QRʭLRQ Rʦ ʦDLUQHʬʬ Dʬ D UHDʬRQ ʭR ʦRUʤLG
Dʭ OHDʬʭ ʬRʩH LQʬLGHU ʭUDGLQʧ Lʬ ʬʮʧʧHʬʭHG LQ ʭʨH �ʢ��
DGʩLQLʬʭUDʭLYH RʪLQLRQ ,Q WKH 0DWWHU RI &DG\� 5REHUWV 	 &RPSDQ\�
DʮʭʨRUHG ʤ\ ˀLOOLDʩ ʹDU\� ʹʨDLUʩDQ Rʦ ʭʨH 6(ʹ Dʭ ʭʨH ʭLʩHʠ��ʡ

7UDGLQJ� ʶ� 6(ʿ21ʼʣ///ʠ5(9ʠ ���ʶ ʝ����ʞʸ 6ʭʮDUʭ 3ʠ *UHHQʳ0DʭʭʨHZ%ʠ ʾʮʧOHU�:KHQ LV LW
:URQJ WR 7UDGH RQ 6WRFNV RQ WKH %DVLV RI 1RQ�3XEOLF ,QIRUPDWLRQ" 3XEOLF 9LHZV RI WKH 0RUDOLW\
RI ,QVLGHU 7UDGLQJ� �ʢ ʻ25ʺʼʣ085%ʠ/ʠʽʠ ʵʵʶ� ʵʶ� ʝ����ʞʠ

��� 6HH VXSUD QRʭHʬ ���˟��� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� 6HH0ʣ11(� VXSUD QRʭH ʡ�� Dʭ ��˟�ʶʠ
��ʵ ,Q ʦDʥʭ� ʭʨH ʩDʰRULʭ\ YLHZ Lʬ ʭʨDʭ ʭʨHUH Lʬ QR DʦʦLUʩDʭLYH RʤOLʧDʭLRQ ʭR GLʬʥORʬH

LQʦRUʩDʭLRQ LQ ʩDUNHʭ ʭUDQʬDʥʭLRQʬ ZLʭʨ ʭʨLUG ʪDUʭLHʬ LQ ʭʨH DʤʬHQʥH Rʦ D ʬʪHʥLDO
UHODʭLRQʬʨLʪʠ 6HH ʣ1ʺ(5621� VXSUD QRʭH ʶ�� Dʭ �ʵ˟��ʠ

��ʶ 6HH0DʥH\� VXSUD QRʭH �ʵʡ� Dʭ ��ʠ
��� 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ �ʡʶʠ
��ʡ 6HH ʹDG\� 5RʤHUʭʬ ʳ ʹRʠ� ʵ� 6ʠ(ʠʹʠ ʢ�ʡ� (ʯʥʨDQʧH ʣʥʭ 5HOHDʬH 1Rʠ �����

�ʢ�� ˀ/ ����� Dʭ ˒ʵ ʝ1RYʠ �� �ʢ��ʞʠ
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ʹDU\ ZURʭH LQ ʭʨDʭ RʪLQLRQ Rʦ ˠʭʨH LQʨHUHQʭ ʮQʦDLUQHʬʬ LQYROYHG
ZʨHUH D ʪDUʭ\ ʭDNHʬ DGYDQʭDʧH Rʦ ʬʮʥʨ LQʦRUʩDʭLRQ NQRZLQʧ Lʭ Lʬ
ʮQDYDLODʤOH ʭR ʭʨRʬH ZLʭʨ ZʨRʩ ʨH Lʬ GHDOLQʧʠˡ���

9LʥʭRU %UʮGQH\� ʦROORZLQʧ RQ ʹDU\� RʦʦHUʬ HʫʮDOLʭ\ Rʦ
DʥʥHʬʬ Dʬ ʭʨH ʦRʮQGDʭLRQDO ʦDLUQHʬʬ ʭHʬʭ ʦRU GHʭHUʩLQLQʧ ZʨHʭʨHU
ʭUDGLQʧ ʤDʬHG RQ ʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʬʨRʮOG ʤH
DOORZHGʠ��ʢ %UʮGQH\ ZULʭHʬʷ

ʿʨH ʮQʦDLUQHʬʬ Lʬ QRʭ D ʦʮQʥʭLRQ ʩHUHO\ Rʦ ʪRʬʬHʬʬLQʧ ʩRUH
LQʦRUʩDʭLRQ˝RʮʭʬLGHUʬ ʩD\ ʪRʬʬHʬʬ ʩRUH LQʦRUʩDʭLRQ ʭʨDQ RʭʨHU
RʮʭʬLGHUʬ ʤ\ UHDʬRQ Rʦ ʭʨHLU GLOLʧHQʥH RU ˅HDO˝ʤʮʭ Rʦ ʭʨH ʦDʥʭ ʭʨDʭ Lʭ Lʬ
DQ DGYDQʭDʧH ZʨLʥʨ ʥDQQRʭ ʤH ʥRʩʪHʭHG DZD\ ʬLQʥH Lʭ GHʪHQGʬ ʮʪRQ
D ODZʦʮO ʪULYLOHʧH ʭR ZʨLʥʨ DQ RʮʭʬLGHU ʥDQQRʭ DʥʫʮLUH DʥʥHʬʬʠ�ʡ�

%UʮGQH\˞ʬ LQʭʮLʭLRQ Lʬ ʭʨDʭ Lʦ DOO ʪDUʭLHʬ ʬʭDUʭ ZLʭʨ UHODʭLYHO\
HʫʮDO DʥʥHʬʬ ʭR LQʦRUʩDʭLRQ H[ DQWH� ʭʨHQ DQ\ H[ SRVW
LQʦRUʩDʭLRQDO DGYDQʭDʧHʬ DUH HʭʨLʥDOO\ DʥʥHʪʭDʤOH ʭR HʯʪORLʭʠ
ˀʨLOH HʫʮDOLʭ\ Rʦ DʥʥHʬʬ ʩD\ ʪURYLGH DQ LQʭʮLʭLYH ʦDLUQHʬʬ
ʰʮʬʭLʦLʥDʭLRQ ʦRU ʪURʨLʤLʭLQʧ Dʭ OHDʬʭ ʬRʩH LQʬLGHU ʭUDGLQʧ�
%UʮGQH\ DQG RʭʨHUʬ QHYHU GHYHORʪ D ʥOHDU DUʧʮʩHQʭ ʭʨDʭ
HʯʪODLQʬ ʪUHʥLʬHO\ ZʨHQ RU Zʨ\ ʮQHʫʮDO DʥʥHʬʬ ʬʨRʮOG ʭULʧʧHU DQ
LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQʠ�ʡ�

ʿʨH DQDO\ʭLʥ ZRUN OLQNLQʧ ʦDLUQHʬʬ ʥRQʥHUQʬ ʭR D ʤDQ RQ
LQʬLGHU ʭUDGLQʧ Lʬ� Dʭ ʤHʬʭ� LQʥRʩʪOHʭHʠ 0RUHRYHU� ʭʨHUH Lʬ
QRʭʨLQʧ LQ ʭʨLʬ ʬʥʨRODUʬʨLʪ ʭʨDʭ ʪURYLGHʬ LQʬLʧʨʭ LQʭR ʨRZ RU Zʨ\
ʭʨH ODZ ʬʨRʮOG HQʧDʧH ZLʭʨ ʭʨH ʪURʤOHʩ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
ʭULʧʧHUHG ʤ\ HʦʦRUʭʬ ʭR DʥʫʮLUH DQG HʯʪORLʭ LQʬLGH LQʦRUʩDʭLRQʠ

&� 3URSHUW\ $QDO\VLV

ʣQRʭʨHU DQDO\ʭLʥ DʪʪURDʥʨ ʬʥʨRODUʬ ʬʭʮG\LQʧ LQʬLGHU
ʭUDGLQʧ ʪROLʥ\ UHO\ RQ ʬʭDUʭʬ ʦURʩ ʭʨH ʪUHʩLʬH ʭʨDʭ LQʬLGH
LQʦRUʩDʭLRQ Lʬ ʤHʬʭ ʮQGHUʬʭRRG Dʬ ʪURʪHUʭ\ ʤHORQʧLQʧ ʭR ʭʨH ʦLUʩ
ZʨRʬH DʥʭLYLʭLHʬ ʥUHDʭHG ʭʨH LQʦRUʩDʭLRQʠ�ʡ� ʣʥʥRUGLQʧ ʭR ʭʨLʬ OLQH
Rʦ DQDO\ʬLʬ� ʭUHDʭLQʧ LQʬLGH LQʦRUʩDʭLRQ Dʬ ʦLUʩ ʪURʪHUʭ\ Lʬ ʭʨH
ʤHʬʭ ZD\ ʭR HQʬʮUH ʭʨDʭ RʪʭLʩDO DʩRʮQʭʬ Rʦ LQʬLGH LQʦRUʩDʭLRQ

��� ,G�
��ʢ 9LʥʭRU %UʮGQH\� ,QVLGHUV� 2XWVLGHUV� DQG ,QIRUPDWLRQDO $GYDQWDJHV 8QGHU

WKH )HGHUDO 6HFXULWLHV /DZV� ʢ� ʼʣ59ʠ /ʠ 5(9ʠ ���� �ʵ� ʝ�ʢʡʢʞʠ
�ʡ� ,G�
�ʡ� ʻRU D ʩRUH GHʭDLOHG ʥULʭLʫʮH Rʦ ʪURʤOHʩʬ ZLʭʨ ʮʬLQʧ DQ ʮQHURGDʤOH DGYDQʭDʧH ʭHʬʭ

ʦRU GHʭHUʩLQLQʧZʨHQ ʭUDGLQʧʤDʬHG RQ ʬʮʥʨ LQʦRUʩDʭLRQ ʬʨRʮOGʤHʪURʨLʤLʭHG� ʬHHʣ\UHʬʳʹʨRL�
VXSUD QRʭH ʵ�� Dʭ ��ʢ ʝˠʿʨLʬ ʣUʭLʥOH ʥRʩHʬ ʭR ʤʮU\ ʭʨH ʥRQʥHʪʭ Rʦ ʮQHURGDʤOH DGYDQʭDʧH Dʬ ʭʨH
ʤDʬLʬ ʦRU UHʧʮODʭLQʧ LQʦRUʩDʭLRQDOO\ GULYHQ ʭUDGHʬʠˡʞʠ

�ʡ� 6HH� H�Jʠ� %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ ��ʵʸ ʻ5ʣ1ʾʼʠ(ʣ6ʿ(5%522ʾʳʺʣ1,(/
5ʠ ʻ,6ʹʼ(/� ʿʼ( (ʹ2120,ʹ 6ʿ58ʹʿ85( 2ʻ ʹ25325ʣʿ( /ʣˀ ��� ʝ�ʢʢ�ʞʸ 6ʭHʪʨHQ 0ʠ
%DLQʤULGʧH� ,QVLGHU 7UDGLQJ5HJXODWLRQ� 7KH 3DWK'HSHQGHQW &KRLFH %HWZHHQ 3URSHUW\ 5LJKWV
DQG 6HFXULWLHV )UDXG� ʶ� 608/ʠ5(9ʠ �ʶ�ʢ� �ʶʢ� ʝ�ʢʢʢʞʸ ʻLʬʥʨ� VXSUD QRʭH ʡ�� Dʭ �ʢ�ʸ0DʥH\�
VXSUD QRʭH �ʵʡ� Dʭ ʶ�ʠ
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DUH ʪURGʮʥHG DQG ʮʬHGʠ ʿʨH ʧʮLGLQʧ LQʬLʧʨʭ Lʬ ʭʨDʭ ZʨHQ
ʪURʪHUʭ\ ULʧʨʭʬ DUH ʥOHDUO\ HʬʭDʤOLʬʨHG� DʬʬHʭʬ DUH ʩRUH OLNHO\ ʭR
ʤH ʮʭLOL˅HG LQ ʭʨH ʩRʬʭ ʪURGʮʥʭLYH ʩDQQHU ʦHDʬLʤOHʠ�ʡ� ʼRZHYHU�
ʭʨRʬH ZʨR DʪʪO\ D ʪURʪHUʭ\ ʪHUʬʪHʥʭLYH ʭR DQDO\˅H LQʬLGHU
ʭUDGLQʧ ʪROLʥ\ GR QRʭ ʧUDʪʪOH ZLʭʨ HLʭʨHU ʭʨH ZDʬʭHʦʮO QDʭʮUH Rʦ
ʥRʩʪHʭLʭLRQ ʦRU ʥHUʭDLQ NLQGʬ Rʦ ʪURʪHUʭ\ RU ʭʨH LʩʪOLʥDʭLRQʬ Rʦ
ʭʨLʬ LQʬLʧʨʭ ʦRU GHʭHUʩLQLQʧ ZʨHʭʨHU ʭR ʧUDQʭ DQ\ ʪDUʭ\ D
ʪURʪHUʭ\ ULʧʨʭ LQ LQʬLGH LQʦRUʩDʭLRQʠ

�ʠ 3URʪHUʭ\ ʣQDO\ʬLʬ *HQHUDOO\

3URʪHUʭ\ ODZ Lʬ ʭRR YDʬʭ D ʦLHOG Rʦ ʬʭʮG\ ʭR ʬʮʩʩDUL˅H LQ D ʦHZ
ʪDUDʧUDʪʨʬʠ ,QʬʭHDG , UHYLHZ ʨHUH D ʦHZ NH\ LQʬLʧʨʭʬ ʦURʩ ʪURʪHUʭ\
ODZ ʭʨDʭ ZLOO ʪURYH ʨHOʪʦʮO LQ ʥULʭLʫʮLQʧ ʥʮUUHQʭ ʭʨLQNLQʧ DʤRʮʭ DQ
LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ YLHZHG ʦURʩ D ʪURʪHUʭ\ ʪHUʬʪHʥʭLYHʠ

3URʪHUʭ\ Lʬ D ʥUHDʭLRQ Rʦ ʭʨH ODZ ʧHQHUDOO\ DʬʬRʥLDʭHG ZLʭʨ
ʭʨH ULʧʨʭ ʭR HʯʥOʮʬLYH ʮʬHʠ�ʡʵ ʿʨHUH DUH YDULRʮʬ HʭʨLʥDO� HʦʦLʥLHQʥ\�
DQG ʤHʨDYLRUDO ʰʮʬʭLʦLʥDʭLRQʬ RʦʦHUHG ʦRU ʧUDQʭLQʧ HʯʥOʮʬLYH
ULʧʨʭʬ ʭR RZQ DQG ʮʬH ʪURʪHUʭ\ʠ 2QH ʪURʩLQHQʭ ʰʮʬʭLʦLʥDʭLRQ
GHULYHʬ ʦURʩ ʭʨH ʪROLʭLʥDO ʪʨLORʬRʪʨ\ Rʦ ʽRʨQ /RʥNHʠ�ʡʶ /RʥNH
DUʧʮHʬ ʭʨDʭ ʪURʪHUʭ\ RZQHUʬʨLʪ RULʧLQDʭHʬ ZʨHQ ʨʮʩDQʬ
ʥRʩLQʧOH ʭʨHLU ʪHUʬRQDO ODʤRU ZLʭʨ RʭʨHUZLʬH DʤʮQGDQʭ QDʭʮUDO
UHʬRʮUʥHʬʠ�ʡ� ʣQRʭʨHU ʩRUH HʦʦLʥLHQʥ\ʟRULHQʭHG ʰʮʬʭLʦLʥDʭLRQ ʦRU
ʪURʪHUʭ\ DUʧʮHʬ ʭʨDʭ ʧUDQʭLQʧ DQ HʯʥOʮʬLYH ULʧʨʭ ʭR ʮʬH HQʬʮUHʬ
ʭʨDʭ ʭʨH RZQHU Rʦ D ʪLHʥH Rʦ ʪURʪHUʭ\ ʥDQ ʩDNH GHʥLʬLRQʬ ʭʨDʭ
ʭDNH LQʭR DʥʥRʮQʭ ʭʨH ʦʮOO ʥRQʬHʫʮHQʥHʬ Rʦ RQH˞ʬ DʥʭLRQʬʠ�ʡʡ

ʣ ʥODʬʬLʥ ʥRʮQʭHUʦDʥʭʮDO ʥRQʬLGHUʬ ZʨDʭ ZRʮOG ʨDʪʪHQ Lʦ� ʦRU
HʯDʩʪOH� DOO ʪURʪHUʭ\ ZDʬ ʥRʩʩRQO\ RZQHGʠ ʿʨH UHʬʮOʭ ʩLʧʨʭ ʤH D
ʩDʬʬLYH ˠʭUDʧHG\ Rʦ ʭʨH ʥRʩʩRQʬ�ˡ ZʨHUH LQGLYLGʮDOʬ RYHUʥRQʬʮʩH
ʥRʩʩRQ UHʬRʮUʥHʬ� ʤHʥDʮʬH ʭʨRʬH ʭDNLQʧ ʦURʩ ʭʨH ʥRʩʩRQʬ GR QRʭ
LQʭHUQDOL˅H ʭʨH ʦʮOO ʥRʬʭʬ Rʦ ʭʨHLU ʭDNLQʧʬʠ�ʡ� (ʦʦLʥLHQʥ\ DQDO\ʬLʬ Rʦ
ʪURʪHUʭ\ UʮOHʬ DOʬR UHʥRʧQL˅Hʬ ʭʨHUH ʩD\ ʤH ʥLUʥʮʩʬʭDQʥHʬ ZʨHUH
ʧUDQʭLQʧ ʭRR ʩDQ\ ʪURʪHUʭ\ ULʧʨʭʬ ʥDQ ʥUHDʭH LQHʦʦLʥLHQʥLHʬ ʤHʥDʮʬH
Rʦ ʭʨH ʥʨDOOHQʧHʬ Rʦ ʥDUU\LQʧ Rʮʭ ʥROOHʥʭLYH DʥʭLRQ DʩRQʧ ʩDQ\

�ʡ� 6HH ʹRDʬH� VXSUD QRʭH �� Dʭ ʵʵʠ
�ʡʵ 6HH� H�Jʠ� %ʣ5/2ˀ %85ʾ( ʳ ʽ26(3ʼ 612(� 3523(5ʿ< ʶ ʝʶʭʨ HGʠ ����ʞ ʝˠ3URʪHUʭ\

ʪHUʩLʭʬ RQH ʪHUʬRQ ʭR HʯʥOʮGH DQRʭʨHU ʦURʩ ʮʬLQʧ D ʭʨLQʧʸ ʭR ʮʬH Lʭ ʪHUʬRQDOO\ ʭR ʧDLQ UHQʭʬ�
ʪURʦLʭʬ� RU LQʥRʩH ʦURʩ Lʭʸ ʭR ʬHOO Lʭʸ RU ʭR ʧLYH Lʭ ʤ\ ZLOO ʭR RQH UHODʭLYH DQG QRʭ DQRʭʨHUʠˡʞʠ

�ʡʶ ʽ2ʼ1 /2ʹʾ(� ʿʼ( 6(ʹ21ʺ ʿ5(ʣʿ,6( 2ʻ *29(510(1ʿ ˑ �ʡ ʝ��ʢ�ʞʠ
�ʡ� ,G� ʝˠʿʨRʮʧʨ ʭʨH HDUʭʨ DQG DOO LQʦHULRU ʥUHDʭʮUHʬ ʤH ʥRʩʩRQ ʭR DOO ʩHQ� \Hʭ HYHU\

ʩDQ ʨDʬ D ˢʪURʪHUʭ\˞ LQ ʨLʬ RZQ ˢʪHUʬRQ˞ʠ ʿʨLʬ QRʤRG\ ʨDʬ DQ\ ULʧʨʭ ʭR ʤʮʭ ʨLʩʬHOʦ ʠ ʠ ʠ ʠ
ˀʨDʭʬRHYHU� ʭʨHQ� ʨH UHʩRYHʬ Rʮʭ Rʦ ʭʨH ʬʭDʭH ʭʨDʭ 1DʭʮUH ʨDʭʨ ʪURYLGHG DQG OHʦʭ Lʭ LQ� ʨH ʨDʭʨ
ʩLʯHG ʨLʬ ODʤRʮU ZLʭʨ� DQG ʰRLQHG ʭR Lʭ ʬRʩHʭʨLQʧ ʭʨDʭ Lʬ ʨLʬ RZQ� DQG ʭʨHUHʤ\ ʩDNHʬ Lʭ ʨLʬ
ʪURʪHUʭ\ ʠ ʠ ʠ Dʭ OHDʬʭ ZʨHUH ʭʨHUH Lʬ HQRʮʧʨ� DQG Dʬ ʧRRG OHʦʭ LQ ʥRʩʩRQ ʦRU RʭʨHUʬʠˡʞʠ

�ʡʡ 6HH� H�Jʠ� 3261(5� VXSUD QRʭH �� Dʭ ʵ�˟ʵ�ʠ
�ʡ� 6HH� H�Jʠ� *DUUHʭʭ ʼDUGLQ� 7KH 7UDJHG\ RI WKH &RPPRQV� ��� 6ʹ,(1ʹ( ��ʵ��

��ʵʵ ʝ�ʢ��ʞʠ
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RZQHUʬʠ�ʡʢ ʻURʩ DQ HYROʮʭLRQDU\ ʪHUʬʪHʥʭLYH� ʪURʪHUʭ\ ʥDQ ʤH
ʮQGHUʬʭRRG Dʬ DQ RʮʭʧURZʭʨ Rʦ RʮU LQQDʭH ʪUHʦHUHQʥH ʦRU HʯʥOʮʬLYH
ʥRQʭURO Rʦ ʭʨH ʭʨLQʧʬ ʭʨDʭ LQʦOʮHQʥH RʮU ZHOOʟʤHLQʧʠ���

�ʠ 5HODʭLRQʬʨLʪ ʭR ʭʨH ˀDʬʭHʦʮO ʹRʩʪHʭLʭLRQ 3URʤOHʩ

3URʪRQHQʭʬ Rʦ ʭʨH YLHZ ʭʨDʭ LQʬLGH LQʦRUʩDʭLRQ Lʬ ʤHʬʭ
DQDO\˅HG Dʬ ʦLUʩ ʪURʪHUʭ\ LQʥOʮGH %DLQʤULGʧH� 0DʥH\� DQG
ʾHQQHʭʨ 6ʥRʭʭʠ��� %DLQʤULGʧH RʤʬHUYHʬʷ ˠ˃ʭ˄ʨHUH DUH ʬʭULNLQʧ
GRʥʭULQDO ʪDUDOOHOʬ� ʩRUHRYHU� ʤHʭZHHQ LQʬLGHU ʭUDGLQʧ DQG ʭʨHʬH
RʭʨHU ʭ\ʪHʬ Rʦ ʪURʪHUʭ\ ULʧʨʭʬ LQ LQʦRUʩDʭLRQʠˡ��� 0RUH ʬʪHʥLʦLʥDOO\�
%DLQʤULGʧH HʯʪODLQʬ� ˠʭʨH UDʭLRQDOH ʦRU ʪURʨLʤLʭLQʧ LQʬLGHU ʭUDGLQʧ
Lʬ ʭʨH ʬDʩH Dʬ ʭʨDʭ ʦRU ʪURʨLʤLʭLQʧ ʪDʭHQʭ LQʦULQʧHʩHQʭ RU ʭʨHʦʭ Rʦ
ʭUDGH ʬHʥUHʭʬʸ LʠHʠ� ʪURʭHʥʭLQʧ ʭʨH HʥRQRʩLʥ LQʥHQʭLYHʬ ʭR ʪURGʮʥH
ʬRʥLDOO\ YDOʮDʤOH LQʦRUʩDʭLRQʠˡ���

2QH DʬʬʮʩʪʭLRQ ʮQGHUO\LQʧ ʭʨLʬ ʪURʪHUʭ\ ULʧʨʭʬ YLHZ Rʦ
LQʬLGH LQʦRUʩDʭLRQ Lʬ ʭʨDʭ D ʪURʪHUʭ\ ULʧʨʭ LQ LQʬLGH LQʦRUʩDʭLRQ
QHHGʬ ʭR UHʬLGH ʬRʩHZʨHUHʠ %DLQʤULGʧH ZULʭHʬʷ ˠʿʨHUH Lʬ QR
DYRLGLQʧ ʭʨH QHʥHʬʬLʭ\ Rʦ DʬʬLʧQLQʧ D ʪURʪHUʭ\ LQʭHUHʬʭ LQ ʭʨH
LQʦRUʩDʭLRQ ʭR HLʭʨHU ʭʨH ʥRUʪRUDʭLRQ RU ʭʨH LQʬLGHUʠˡ��ʵ %ULQʧLQʧ
DʭʭHQʭLRQ ʭR ʭʨH UHODʭLRQʬʨLʪʬ ʤHʭZHHQ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ DQG
ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ ʬʮʧʧHʬʭʬ DQ DOʭHUQDʭLYH ʭR ʭUHDʭLQʧ
LQʬLGH LQʦRUʩDʭLRQ Dʬ ʪURʪHUʭ\ Rʦ HLʭʨHU ʭʨH ʦLUʩ RU ʭʨH LQʬLGHUʠ ʿʨH
ʧUDQʭ Rʦ D ʪURʪHUʭ\ ULʧʨʭ ʭR DQ\ ʪDUʭ\ ʥDQ HʯDʥHUʤDʭH D ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʪURʤOHʩʠ ʣUʧʮʩHQʭʬ ʦRU ʭUHDʭLQʧ LQʬLGH LQʦRUʩDʭLRQ Dʬ
ʥRUʪRUDʭH ʪURʪHUʭ\ ʨDYH QRʭ ʧUDʪʪOHG ZLʭʨ 3RʬQHU˞ʬ RʤʬHUYDʭLRQ
ʭʨDʭ ˠʭʨH GHQLDO Rʦ D ʪURʪHUʭ\ ULʧʨʭ ʥDQ ʤH Dʬ ʩʮʥʨ DQ HʥRQRʩL˅LQʧ
GHYLʥH Dʬ ʭʨH ʥUHDʭLRQ Rʦ RQHʠˡ��ʶ ʿʨHUH Lʬ D ʭʨLUG ʪRʬʬLʤLOLʭ\ ZLʭʨ

�ʡʢ 6HH 0LʥʨDHO ʣʠ ʼHOOHU� 7KH 7UDJHG\ RI WKH $QWLFRPPRQV� 3URSHUW\ LQ WKH
7UDQVLWLRQ IURP 0DU[ WR 0DUNHWV� ��� ʼʣ59ʠ /ʠ 5(9ʠ ���� ��ʵ ʝ�ʢʢ�ʞʠ

��� ʽHʦʦUH\ (YDQʬ 6ʭDNH� 7KH 3URSHUW\ ¶,QVWLQFW�˞ �ʶʢ 3ʼ,/ʠ ʿ5ʣ16ʣʹʿ,216ʷ
%,2/2*,ʹʣ/ 6ʹ,ʠ �ʡ�� ʝ���ʵʞʠ

��� 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶʸ 0DʥH\� VXSUD QRʭH �ʵʡ� Dʭ ��ʸ ʾHQQHʭʨ (ʠ
6ʥRʭʭ� ,QVLGHU 7UDGLQJ� 5XOH ��E��� 'LVFORVXUH DQG &RUSRUDWH 3ULYDF\� ʢ ʽʠ /(*ʣ/ 6ʿ8ʺʠ
���� ��ʵ˟�ʶ ʝ�ʢ��ʞʸ VHH DOVR 5LʥʨDUG ʽʠ 0RUʧDQ� ,QVLGHU 7UDGLQJ DQG WKH ,QIULQJHPHQW RI
3URSHUW\ 5LJKWV� ʵ� 2ʼ,2 6ʿʠ /ʠʽʠ ʡʢ� ʢʵ ʝ�ʢ�ʡʞʠ

��� 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ ���ʠ
��� ,G� Dʭ ���˟��ʠ %DLQʤULGʧH GRHʬ DʥNQRZOHGʧH ʭʨDʭ ˠ˃D˄ʬ ZLʭʨ RʭʨHU ʪURʪHUʭ\

ULʧʨʭʬ� ʭʨH ODZ ʭʨHUHʦRUH ʬʨRʮOG ʬLʩʪO\ DʬʬʮʩH ʝDOWKRXJK WKH DVVXPSWLRQ ZLOO VRPHWLPHV
EH ZURQJʞ ʭʨDʭ DʬʬLʧQLQʧ ʭʨH ʪURʪHUʭ\ ULʧʨʭ ʭR DʧHQʭʟʪURGʮʥHG LQʦRUʩDʭLRQ ʭR ʭʨH ʦLUʩ
ʩDʯLʩL˅Hʬ ʭʨH ʬRʥLDO LQʥHQʭLYHʬ ʦRU ʭʨH ʪURGʮʥʭLRQ Rʦ YDOʮDʤOH QHZ LQʦRUʩDʭLRQʠˡ ,G� Dʭ
��ʵ ʝHʩʪʨDʬLʬ DGGHGʞʸ 6HH DOVR (ʣ6ʿ(5%522ʾ ʳ ʻ,6ʹʼ(/� VXSUD QRʭH �ʡ�� Dʭ ��� ʝˠʿʨH
ʹRDʬH ʿʨHRUHʩ LʩʪOLHʬ ʭʨDʭ ʦLUʩʬ DQG LQʬLGHUʬ ʨDYH ʬʭURQʧ LQʥHQʭLYHʬ ʭR DOORʥDʭH ʭʨH
ʪURʪHUʭ\ ULʧʨʭ LQ YDOʮDʤOH LQʦRUʩDʭLRQ ʭR ʭʨH ʨLʧʨHʬʭ YDOʮLQʧ ʮʬHUʠˡʞʠ

��ʵ 6HH %ʣ,1%5,ʺ*(� VXSUD QRʭH �ʶ� Dʭ ���ʠ 3URʪRQHQʭʬ Rʦ ʭʨH ʪURʪHUʭ\ YLHZ GR
DʥNQRZOHGʧH ʭʨDʭ ʭʨHUH Lʬ D ʩLʬʩDʭʥʨ ʤHʭZHHQ LQʬLGHU ʭUDGLQʧ ODZ Dʬ HQDʥʭHG DQG ZʨDʭ
ʭʨH ODZ ZRʮOG ʤH Lʦ ʭʨH ʪURʪHUʭ\ YLHZ ZHUH ʦʮOO\ DGRʪʭHGʠ ʿʨʮʬ� %DLQʤULGʧH ZULʭHʬʷ ˠʿʨLʬ
DUʧʮʩHQʭ GRHʬ QRʭ ʪURYLGH Dʬ ʥRʩʪHOOLQʧ D ʰʮʬʭLʦLʥDʭLRQ ʦRU ʭʨH LQʬLGHU ʭUDGLQʧ
ʪURʨLʤLʭLRQ Dʬ Lʭ GRHʬ ʦRU ʭʨH ʪDʭHQʭ ʬ\ʬʭHʩʠˡ ,G�

��ʶ 6HH 3261(5� VXSUD QRʭH �� Dʭ ʵʡʠ
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UHVSHFW WR WKH TXHVWLRQ RI ZKR JHWV D SURSHUW\ ULJKW WR LQVLGH
LQIRUPDWLRQ DQG WKDW DQVZHU LV QR RQH� WKH DQVZHU HQGRUVHG KHUH�
5HPRYLQJ SURSHUW\ ULJKWV FDQ HOLPLQDWH WKH SULYDWH LQFHQWLYH WR
LQYHVW LQ FRPSHWLWLRQ ZKHQ FRPSHWLWLRQ ZDVWHV UHVRXUFHV�

,Q VXPPDU\� D YDVW OLWHUDWXUH RQ WKH TXHVWLRQ RI ZKHWKHU
WR SURKLELW LQVLGHU WUDGLQJ UHOLHV RQ RQH RI WKUHH SDUDGLJPV WR
HYDOXDWH LQVLGHU WUDGLQJ ODZ� HIILFLHQF\ DQDO\VLV� IDLUQHVV
DQDO\VLV� DQG SURSHUW\ DQDO\VLV� 1RQH RI WKHVH DSSURDFKHV DV
FXUUHQWO\ DSSOLHG RIIHUV DQ LQVLJKWIXO DQDO\VLV RI WKH FHQWUDO
SURSRVLWLRQ GHYHORSHG KHUH� QDPHO\ WKDW LQVLGHU WUDGLQJ VKRXOG
EH RXWODZHG WR GLVFRXUDJH ZDVWHIXO FRPSHWLWLRQ WR DFTXLUH DQG
H[SORLW LQVLGH LQIRUPDWLRQ�

,9� 352+,%,7,1* ,16,'(5 75$',1* 72 $92,':$67()8/
&203(7,7,21

7KH ILUVW 3DUW RI WKLV DUWLFOH SURYLGHV DQ LOOXVWUDWLYH
H[DPSOH RI D VLWXDWLRQ LQYROYLQJ D WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ
SUREOHP���� 7KH VHFRQG 3DUW RI WKLV DUWLFOH GHILQHV LQVLGH
LQIRUPDWLRQ DQG H[SODLQV ZK\ LQVLGH LQIRUPDWLRQ VR GHILQHG LQYLWHV
ZDVWHIXO FRPSHWLWLRQ ERWK LQ LWV DFTXLVLWLRQ DQG LQ LWV XVH���� 7KH
WKLUG 3DUW RI WKLV DUWLFOH VKRZV KRZ VFKRODUVKLS RQ LQVLGHU WUDGLQJ
KDV HLWKHU LJQRUHG RU PDUJLQDOL]HG WKH LPSRUWDQFH RI WKH ZDVWHIXO
QDWXUH RI WKH FRPSHWLWLRQ WR DFTXLUH DQG XVH LQVLGH LQIRUPDWLRQ����
7KLV 3DUW� ��� UHYLHZV KRZ OHJDO UXOHV FDQ EH XVHG WR DGGUHVV
ZDVWHIXO FRPSHWLWLRQ SUREOHPV JHQHUDOO\���� DQG ��� H[SODLQV ZK\
DQ LQVLGHU WUDGLQJ SURKLELWLRQ LV WKH PRVW HIIHFWLYH ZD\ WR DGGUHVV
WKH WZR�VLGHG ZDVWHIXO FRPSHWLWLRQ SUREOHP FUHDWHG E\ LQVLGH
LQIRUPDWLRQ� LQ SDUW E\ FRQVLGHULQJ DQG UHMHFWLQJ WKUHH SRWHQWLDO
FKDOOHQJHV WR WKLV FRQFOXVLRQ����

$� /DZ DQG $YRLGLQJ :DVWHIXO &RPSHWLWLRQ *HQHUDOO\

7KLV VHFWLRQ UHYLHZV KRZ OHJDO UXOHV FDQ EH DSSOLHG GLUHFWO\
DQG LQGLUHFWO\ WR UHGXFH ZDVWHIXO FRPSHWLWLRQ� 3HUKDSV WKH EHVW�
NQRZQ H[DPSOH RI KRZ D OHJDO UXOH FDQ UHGXFH ZDVWHIXO FRPSHWLWLRQ
FRPHV IURP 3RVQHU DV GLVFXVVHG LQ WKH ,QWURGXFWLRQ���� 3RVQHU
DUJXHV WKDW WKH DGPLUDOW\ ODZ UXOH RI VDOYDJH LV DQ H[DPSOH RI
SUHFLVHO\ VXFK D ODZ� ,Q 3RVQHU·V DQDO\VLV� UHZDUGV WR WKH SDUW\ ZKR

��� 6HH VXSUD 3DUW ,�
��� 6HH VXSUD 3DUW ,,�
��� 6HH VXSUD 3DUW ,,,�
��� 6HH LQIUD 6HFWLRQ ,9�$�
��� 6HH LQIUD 6HFWLRQ ,9�%�
��� 6HH VXSUD QRWH �� DQG DFFRPSDQ\LQJ WH[W�
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ʬDOYHʬ D ZUHʥN DUH UHGʮʥHG ʭR DYRLG D ZDʬʭHʦʮO UDʥH ʭR ʤH ʭʨH ʦLUʬʭ
ʭR UHʬʥʮH YDOʮDʤOH ʧRRGʬ ORʬʭ Dʭ ʬHDʠ�ʢ�

ʿʨHUH DUH RʭʨHU HʯDʩʪOHʬ Rʦ OHʧDO UʮOHʬ ʭʨDʭ DʪʪHDU ʭR ʤH
GHʬLʧQHG ʬʪHʥLʦLʥDOO\ ʭR UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ 2QH HʯDʩʪOH
ʦURʩʪURʪHUʭ\ ODZ LQYROYHʬ ʭʨH UʮOH Rʦ ʥDʪʭʮUH ʦRUZʨDOHʬʠ ʹDURO 5RʬH
RʤʬHUYHʬ ʭʨDʭʷ ˠʭʨH ʥRʮUʭʬ HʯʪHQGHG D ʥRQʬLGHUDʤOH DʩRʮQʭ RʦʩHQʭDO
HQHUʧ\ LQ ʦLQGLQʧ ʬLʧQʬ Rʦ ˢʪRʬʬHʬʬLRQ˞ ʭʨDʭ ZHUH ʥRʩʪUHʨHQʬLʤOH ʭR
ZʨDOHUʬ ʦURʩ ʭʨHLU RZQ ʥʮʬʭRʩʬ DQG ʭʨDʭ Dʭ ʭʨH ʬDʩH ʭLʩH ʥDʩH
HDUO\ HQRʮʧʨ LQ ʭʨH ʥʨDʬH ʭR DOORZ ʭʨH ʪDUʭLHʬ ʭR DYRLG ZDVWHG HIIRUWV
DQG ʭʨH HQʬʮLQʧ ʩʮʭʮDO UHʥULʩLQDʭLRQʬʠˡ�ʢ� ,QʭHOOHʥʭʮDO ʪURʪHUʭ\�
DQG ʩRUH ʬʪHʥLʦLʥDOO\ ʪDʭHQʭ ODZ� Lʬ DQRʭʨHU DUHD ZʨHUH HʦʦRUʭʬ ʭR
UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ DʪʪHDU ʭR LQʦRUʩ ʭʨH ODZ˞ʬ GHʬLʧQʠ
3RʬQHU RʤʬHUYHʬ ʭʨDʭʷ ˠ˃Q˄RʭʨLQʧ ʩLʧʨʭ ʬHHʩ ʩRUH UHʩRʭH ʦURʩ
ʬʮQNHQ ʭUHDʬʮUH ʭʨDQ ʪDʭHQʭHG LQYHQʭLRQʬ� DQG \Hʭ ʭʨH HʥRQRʩLʥ
ʪURʤOHʩ ʥUHDʭHG ʤ\ ʪDʭHQʭʬ Lʬ UHʩDUNDʤO\ OLNH ʭʨDʭ Rʦ DʤDQGRQHG
ʪURʪHUʭ\ʠ ,GHDʬ DUH LQ D ʬHQʬH ʥUHDʭHG ʤʮʭ LQ DQRʭʨHU ʬHQʬH ʦRʮQGʠˡ�ʢʵ

/HʧDO ʩHDʬʮUHʬ ʥDQ DOʬR UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ LQ
LQGLUHʥʭ ZD\ʬʠ ʻRU HʯDʩʪOH� D ODZ ʭʨDʭ UHʫʮLUHʬ ʦLUʩʬ ʭR
ʪURʩLQHQʭO\ ʪRʬʭ ʭʨHLU ʪULʥHʬ� ʬʮʥʨ Dʬ D ʹDOLʦRUQLD ODZ ʭʨDʭ
UHʫʮLUHʬ ʧDʬROLQH ʬʭDʭLRQʬ ʭR GLʬʪOD\ LQ ODUʧH ʭ\ʪH ʨRZ ʩʮʥʨ ʭʨH\
ʥʨDUʧH ʦRU D ʧDOORQ Rʦ ʧDʬ� ʪUHYHQʭʬ ʦLUʩʬ ʦURʩ ʬHOHʥʭLYHO\ ʥʨDUʧLQʧ
ʥʮʬʭRʩHUʬ GLʦʦHUHQʭ ʪULʥHʬ ʦRU ʭʨH ʬDʩH ʪURGʮʥʭʠ�ʢʶ ʹʨDUʧLQʧ
ʥʮʬʭRʩHUʬ GLʦʦHUHQʭ ʪULʥHʬ ʥDQ GHYROYH LQʭR D ZDʬʭHʦʮO DUʩʬ UDʥH
ʤHʭZHHQ ʤʮ\HUʬ DQG ʬHOOHUʬʠ�ʢ� ,Q ʭʨH DʤʬHQʥH Rʦ ʪURʩLQHQʭO\ ʪRʬʭHG
ʪULʥHʬ� ʧDʬ ʬʭDʭLRQ RZQHUʬ ʩD\ LQYHʬʭ UHʬRʮUʥHʬ ʭU\LQʧ ʭR ʦLʧʮUH Rʮʭ
ZʨLʥʨ ʥʮʬʭRʩHUʬ DUH ZLOOLQʧ ʭR ʪD\ʩRUH DQG ʭʨRʬH ʥʮʬʭRʩHUʬ ʩD\�
LQ ʭʮUQ� LQYHʬʭ UHʬRʮUʥHʬ LQ HYDʬLYH ʩHDʬʮUHʬ ʭR ʭU\ ʭR DYRLG ʪD\LQʧ
ʩRUH ʭʨDQ RʭʨHU ʥʮʬʭRʩHUʬʠ�ʢʡ ʣ UʮOH UHʫʮLULQʧ ʪULʥHʬ ʭR ʤH ʪRʬʭHG
ʪURʩLQHQʭO\ UHGʮʥHʬ ʭʨLʬ ZDʬʭHʦʮO ʨDʧʧOLQʧʠ

ʿʨHUH DUH DOʬR ZD\ʬ LQ ZʨLʥʨ ʭDʯ ʪROLʥ\ ʥDQ ʤH ʮʬHG Dʬ D
ʩHDQʬ ʭR LQGLUHʥʭO\ DGGUHʬʬ ʭʨH ʪRʭHQʭLDOO\ ZDʬʭHʦʮO DʬʪHʥʭʬ Rʦ
ʮQʦHʭʭHUHG ʥRʩʪHʭLʭLRQ LQ ʥHUʭDLQ DUHQDʬʠ ʻRU HʯDʩʪOH� ʬRʩH
DUʧʮH ʭʨDʭ ʩʮʥʨ Rʦ ʭʨH ʭUDGLQʧ DʥʭLYLʭ\ RQ ˀDOO 6ʭUHHʭ Lʬ ʭʨH
UHʬʮOʭ Rʦ HʦʦRUʭʬ ʭR ʮʬH LQʦRUʩDʭLRQDO DGYDQʭDʧHʬ ʭR ʭUDGH

�ʢ� 6HH VXSUD QRʭH �� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
�ʢ� ʹDURO 0ʠ 5RʬH� 3RVVHVVLRQ DV WKH 2ULJLQ RI 3URSHUW\� ʶ� 8ʠ ʹʼ,ʠ /ʠ 5(9ʠ ʡ�� ��

ʝ�ʢ�ʶʞ ʝHʩʪʨDʬLʬ DGGHGʞʠ 0RUH ʬʪHʥLʦLʥDOO\� DQG ORRNLQʧ ʤH\RQG ʦRUʩDO OHʧDO UʮOHʬ� 5RʤHUʭ
(OOLʥNʬRQ HʯʪODLQʬ ʨRZ ʭʨH ʦDʬʭʟʦLʬʨ� ORRʬHʟʦLʬʨ UʮOH ZDʬ ʮʬHG ʭR GHʭHUʩLQH ʪRʬʬHʬʬLRQ Rʦ
ʭʨH OHʬʬ DʧLOH 5Lʧʨʭ ZʨDOH� ZʨHUHDʬ ʭʨH LURQʟʨROGʬʟʭʨHʟZʨDOH UʮOH ZDʬ ʮʬHG ʭR GHʭHUʩLQH
RZQHUʬʨLʪ Rʦ ʭʨH ʩRUH GLʦʦLʥʮOʭ ʭR ʥRQʭURO DQG ʥDʪʭʮUH ʬʪHUʩ ZʨDOHʠ 52%(5ʿ ʹʠ
(//,ʹʾ621� 25ʺ(5ˀ,ʿʼ28ʿ /ʣˀʷ ʼ2ˀ 1(,*ʼ%256 6(ʿʿ/( ʺ,638ʿ(6 �ʢʡ˟ʢʢ ʝ�ʢʢ�ʞʠ

�ʢʵ 6HH 3261(5� VXSUD QRʭH �� Dʭ ʵʡʸ VHH DOVR *UDG\ ʳ ʣOHʯDQGHU� VXSUD QRʭH ʡʠ
�ʢʶ 6HH ʹʣ/ʠ %86ʠ ʳ 352ʻʠ ʹ2ʺ( ˑˑ ��ʶ��˟�� ʝUHʫʮLULQʧ ʭʨDʭ HDʥʨ QʮʩHUDO LQ

ʭʨH ʪULʥH ʤH ˠQRʭ OHʬʬ ʭʨDQ ʬLʯ LQʥʨHʬ LQ ʨHLʧʨʭ DQG Rʦ ʮQLʦRUʩ ʬL˅H DQG ʥRORUˡ DQG ʭʨDʭ
ʭʨH ʪULʥH LQʦRUʩDʭLRQ ˠʤH ʥOHDUO\ YLʬLʤOH ʦURʩ HDʥʨ ʬʭUHHʭ Rʦ ʭʨH LQʭHUʬHʥʭLRQˡʞʠ

�ʢ� 6HH *ʮʭʭHQʭDʧ� 2SSRUWXQLWLHV 0LVVHG� VXSUD QRʭH ��� Dʭ ��ʢ˟��ʠ
�ʢʡ ,G� Dʭ ��ʢ˟ʵ�ʠ
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ʪURʦLʭDʤO\ ZLʭʨ ʭʨRʬH ZʨR ʨDYH OHʬʬ LQʦRUʩDʭLRQ� DQG ʭʨDʭ ʭʨHʬH
HʦʦRUʭʬ ʥRQʬʭLʭʮʭH ʬRʥLDOO\ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ� ʬLQʥH ʭʨH
UHZDUGʬ Rʦ ZLQQLQʧ ʭʨH ʥRʩʪHʭLʭLRQ ʦDU HʯʥHHG ʭʨH ʬRʥLHʭDO
ʧDLQʬʠ�ʢ� ʿR DGGUHʬʬ ʭʨLʬ ʥRQʥHUQ ʭʨHUH Lʬ D ORQʧʟʧHʬʭDʭLQʧ
ʪURʪRʬDO ʭʨDʭ D ʬʩDOO ʭDʯ ʤH LʩʪRʬHG RQ HYHU\ ʬHʥʮULʭLHʬ ʩDUNHʭ
ʭUDQʬDʥʭLRQʠ�ʢʢ 6ʮʥʨ D ʭDʯ ZRʮOG UHGʮʥH ʭʨH UHʭʮUQʬ ʦURʩ ʭUDGLQʧ
ʬHʥʮULʭLHʬ ZLʭʨ ʭʨH ʪRʭHQʭLDO ʤHQHʦLʭ ʭʨDʭ ʦHZHU UHʬRʮUʥHʬ ZRʮOG
ʤH LQYHʬʭHG LQ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ

(ʥRQRʩLʬʭʬ ʨDYH DOʬR ʧUDʪʪOHG ZLʭʨ ʭʨH ʫʮHʬʭLRQ Rʦ ʨRZ
ʭR LGHQʭLʦ\ DQG UHGʮʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ ,Q ˠʿʨH 3ULYDʭH DQG
6RʥLDO 9DOʮH Rʦ ,QʦRUʩDʭLRQ DQG ʭʨH 5HZDUG ʭR ,QYHQʭLYH
ʣʥʭLYLʭ\�ˡ ʽDʥN ʼLUʬʨOHLʦHU GHYHORʪʬ D ʬLʩʪOH ʩRGHO ʭR LOOʮʬʭUDʭH
ʨRZ DʥʥHʬʬ ʭR ʦRUHNQRZOHGʧH ʥDQ ʪURYLGH ʬLʧQLʦLʥDQʭ ʪULYDʭH
ʧDLQʬ ʤʮʭ \LHOG QR ʬRʥLHʭDO ʤHQHʦLʭʬʠ��� ʿʨH ZRUN Rʦ ʿʮOORʥN DQG
RʭʨHUʬ ʬʭʮG\LQʧ UHQʭ ʬHHNLQʧ GUDZʬ DʭʭHQʭLRQ ʭR ʭʨH ZDʬʭHʦʮO
QDʭʮUH Rʦ ʥRʩʪHʭLʭLRQ ʦRU DʥʥHʬʬ ʭR ʭʨH ʧRYHUQʩHQʭ˞ʬ DʤLOLʭ\ ʭR
ʧUDQʭ ʭDULʦʦ DQG RʭʨHU ʪURʭHʥʭLRQʬ ʦURʩ ʩDUNHʭ ʥRʩʪHʭLʭLRQʠ���
ʿʨHʬH ʬʥʨRODUʬ DUʧʮH ʭʨDʭ DYRLGLQʧ ʭʨHʬH ʥRʬʭʬ Lʬ D ʰʮʬʭLʦLʥDʭLRQ
ʦRU OLʩLʭLQʧ ʭʨH ʥUHDʭLRQ Rʦ ʧRYHUQʩHQʭ ʬDQʥʭLRQHG ʩRQRʪROLHʬʠ���
(ULʥ %ʮGLʬʨ� 3HʭHU ʹUDʩʭRQ� DQG ʽRʨQ 6ʨLʩ DQDO\˅H ʨRZ ʭʨH
GHʬLʧQ Rʦ D ʬHʥʮULʭLHʬ ʭUDGLQʧ ʬ\ʬʭHʩ ʥDQ UHGʮʥH ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQʠ��� %ʮGLʬʨ� ʹUDʩʭRQ� DQG 6ʨLʩ ʩRGHO ʭʨH UDʥH ʭR ʤH
ʭʨH ʦLUʬʭ ʭR DʥʥHʬʬ ʩDUNHʭ ʪULʥH LQʦRUʩDʭLRQ LQ ʬHʥʮULʭLHʬ ʩDUNHʭʬ
DQG ʥRQʥOʮGH ʭʨDʭ ˠʭʨH ʨLʧʨʟʦUHʫʮHQʥ\ ʭUDGLQʧ DUʩʬ UDʥH Lʬ D
ʬ\ʩʪʭRʩ Rʦ D ʤDʬLʥ ʦODZ LQ ʭʨH GHʬLʧQ Rʦ ʩRGHUQ ʦLQDQʥLDO
HʯʥʨDQʧHʬʠˡ��ʵ %ʮGLʬʨ� ʹUDʩʭRQ� DQG 6ʨLʩ ʪURʪRʬH D UHGHʬLʧQ ʬR
ʭʨDʭ ˠʭUDGH UHʫʮHʬʭʬ UHʥHLYHG GʮULQʧ ʭʨH ʬDʩH LQʭHUYDO DUH
ʭUHDʭHG Dʬ ʨDYLQʧ DUULYHG Dʭ ʭʨH ʬDʩH ʝGLʬʥUHʭHʞ ʭLʩHˡ Dʬ D ZD\
ʭR DYRLG D ZDʬʭHʦʮO DUʩʬ UDʥH ʭR ʤH ʦLUʬʭ ʭR DʥʥHʬʬ ʩDUNHʭ ʪULʥH
LQʦRUʩDʭLRQ LQ ʬHʥʮULʭLHʬ ʩDUNHʭʬʠ��ʶ

ʿʨH ʬʭʮG\ Rʦ ʭʨH ZD\ʬ LQ ZʨLʥʨ OHʧDO UʮOHʬ ʥDQ DGGUHʬʬ D
ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ Lʬ LQ Lʭʬ LQʦDQʥ\ʠ <Hʭ HYHQ QRZ ʭʨHUH

�ʢ� 6HH� H�J�� ʽDUHG %HUQʬʭHLQ� 7KH &DVH IRU D 7D[ RQ )LQDQFLDO 7UDQVDFWLRQV�
1ʠ<ʠ ʿ,0(6 ʝʽʮO\ ��� ���ʶʞ� ʨʭʭʪʬʷʴʴZZZʠQ\ʭLʩHʬʠʥRʩʴ���ʶʴ�ʡʴ��ʴRʪLQLRQʴʭʨHʟʥDʬHʟʦRUʟDʟ
ʭDʯʟRQʟʦLQDQʥLDOʟʭUDQʬDʥʭLRQʬʠʨʭʩO ˃ʨʭʭʪʬʷʴʴʪHUʩDʠʥʥʴʺ�ʹʾʟʣ638˄ʠ

�ʢʢ 6HH� H�J�� /DZUHQʥH ʼʠ 6ʮʩʩHUʬ ʳ 9LʥʭRULD 3ʠ 6ʮʩʩHUʬ� :KHQ )LQDQFLDO
0DUNHWV :RUN 7RR :HOO� $ &DXWLRXV &DVH IRU D 6HFXULWLHV 7UDQVDFWLRQV 7D[� � ʽʠ ʻ,1ʠ
6(596ʠ 5(6ʠ ���� ��� ʝ�ʢ�ʢʞʠ

��� 6HH ʼLUʬʨOHLʦHU� VXSUD QRʭH �ʵ� Dʭ ʶ��˟��ʠ
��� ʻRU D GLʬʥʮʬʬLRQ Rʦ ʭʨH UHQʭʟʬHHNLQʧ OLʭHUDʭʮUH� ʬHH *ʮʭʭHQʭDʧ� 2SSRUWXQLWLHV

0LVVHG� VXSUD QRʭH ��� Dʭ ���˟��ʠ
��� 6HH� H�J�� ʿʮOORʥN� VXSUD QRʭH ��� Dʭ ���˟��ʠ
��� (ULʥ %ʮGLʬʨ Hʭ DOʠ� 7KH +LJK�)UHTXHQF\ 7UDGLQJ $UPV 5DFH� )UHTXHQW %DWFK

$XFWLRQV DV D 0DUNHW 'HVLJQ 5HVSRQVH� ��� ˎʠ ʽʠ (ʹ21ʠ �ʶʵʡ� �ʶʵʢ� �ʶʶ�˟ʶ� ʝ���ʶʞʠ
��ʵ ,G� Dʭ �ʶʵʢʠ
��ʶ ,G�
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LV FOHDU HYLGHQFH WKDW OHJDO UXOHV FDQ DQG GR SOD\ DQ LPSRUWDQW UROH
LQ UHGXFLQJ ZDVWHIXO FRPSHWLWLRQ LQ FHUWDLQ VHFWRUV RI WKH HFRQRP\�

%� /DZ� $YRLGLQJ :DVWHIXO &RPSHWLWLRQ� DQG ,QVLGHU
7UDGLQJ

/HJDO UXOHV FDQ EH XVHG WR UHGXFH FRVWV WKDWPLJKW RWKHUZLVH
UHVXOW IURPZDVWHIXO FRPSHWLWLRQ���� 6LQFH WKH OLNHOLKRRG RI ZDVWHIXO
FRPSHWLWLRQ LV D GHILQLQJ IHDWXUH RI LQVLGH LQIRUPDWLRQ ERWK DW LWV
VRXUFH DQG LQ LWV XVH� LW LV QRW GLIILFXOW WR PDNH D SULPD IDFLD FDVH
IRU SURKLELWLQJ LQVLGHU WUDGLQJ EDVHG RQ WKLV FRQFHUQ� 7KH ORJLF IRU
VXFK D FODLP IROORZV IURP 3RVQHU·V REVHUYDWLRQ WKDW ´WKH GHQLDO RI
D SURSHUW\ ULJKW FDQ EH DV PXFK DQ HFRQRPL]LQJ GHYLFH DV WKH
FUHDWLRQ RI RQH�µ��� 3URKLELWLQJ LQVLGHU WUDGLQJ FDQ ERWK UHGXFH
UHVRXUFHV VSHQW LQ D UDFH WR EH WKH ILUVW WR DFTXLUH LQVLGH
LQIRUPDWLRQ DQG UHGXFH UHVRXUFHV VSHQW LQ WKH DUPV UDFH WKDW
PLJKW RWKHUZLVH GHYHORS EHWZHHQ WKRVH WU\LQJ WR WUDGH RQ LQVLGH
LQIRUPDWLRQ DQG WKRVH WU\LQJ WR DYRLG WUDGLQJ ZLWK WKRVH ZLWK
LQVLGH LQIRUPDWLRQ�

7KH EXUGHQ VKRXOG ULJKWIXOO\ EH SODFHG RQ SURSRQHQWV RI
DOORZLQJ LQVLGHU WUDGLQJ WR H[SODLQ ZK\ ZH VKRXOG OHJDOL]H VXFK D
ZDVWHIXO VRFLDO DFWLYLW\� , QH[W FRQVLGHU DQG UHMHFW WKUHH
DIILUPDWLYH MXVWLILFDWLRQV IRU DOORZLQJ LQVLGHU WUDGLQJ WR SURFHHG
LQ OLJKW RI WKH ZDVWHIXO FRPSHWLWLRQ SUREOHP LQKHUHQW LQ WUDGLQJ
RQ WKLV LQIRUPDWLRQ�

7KH ILUVW DIILUPDWLYH MXVWLILFDWLRQ RQH PLJKW RIIHU IRU
DOORZLQJ LQVLGHU WUDGLQJ LV WKDW WKH SRWHQWLDO ZDVWH UHVXOWLQJ
IURP WKH EDWWOH WR DFTXLUH DQG XVH LQVLGH LQIRUPDWLRQ LV ZRUWK
LQFXUULQJ EHFDXVH RI WKH RIIVHWWLQJ EHQHILWV WKDW DOORZLQJ WUDGLQJ
EDVHG RQ LQVLGH LQIRUPDWLRQ ZRXOG SURYLGH�

7KH GHEDWH RQ WKH HIILFLHQF\ HIIHFWV RI DOORZLQJ RU
SURKLELWLQJ LQVLGHU WUDGLQJ DERYH FRQFOXGHG WKDW LW LV GLIILFXOW WR
GHWHUPLQH ZKHWKHU WKH EHQHILWV RI DOORZLQJ LQVLGHU WUDGLQJ
H[FHHG WKH FRVWV���� ,Q FDUU\LQJ RXW WKDW DQDO\VLV WKH FRVWV DULVLQJ
IURP ZDVWHIXO FRPSHWLWLRQ ZHUH QRW LQFOXGHG LQ WKH FDOFXODWLRQ�
2QFH ZH DGG LQ WKH IDFW WKDW DOORZLQJ LQVLGHU WUDGLQJ LQHYLWDEO\
ZDVWHV VLJQLILFDQW UHVRXUFHV DV D UHVXOW RI ZDVWHIXO FRPSHWLWLRQ�
WKH FRVW�EHQHILW DQDO\VLV SRLQWV FOHDUO\ WRZDUG WKH HIILFDF\ RI
EDQQLQJ LQVLGHU WUDGLQJ� :LWKRXW FRPSHOOLQJ HYLGHQFH RI
VLJQLILFDQW EHQHILWV IURP LQVLGHU WUDGLQJ� WKH FRUUHFW
SUHVXPSWLRQ� RQFH ZH UHFRJQL]H WKDW DOORZLQJ LQVLGHU WUDGLQJ

��� 6HH VXSUD 6HFWLRQ ,9�$�
��� 6HH 3261(5� VXSUD QRWH �� DW ���
��� 6HH VXSUD QRWHV ���²��� DQG DFFRPSDQ\LQJ WH[W�
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ZDʬʭHʬ ʬLʧQLʦLʥDQʭ UHʬRʮUʥHʬ Dʬ D UHʬʮOʭ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ�
Lʬ ʭʨDʭ LQʬLGHU ʭUDGLQʧ ʬʨRʮOG ʤH ʪURʨLʤLʭHGʠ

ʿʨH ʬHʥRQG ʪRʬʬLʤOH DʦʦLUʩDʭLYH ʰʮʬʭLʦLʥDʭLRQ ʦRU DOORZLQʧ
LQʬLGHU ʭUDGLQʧ LQ ʬʪLʭH Rʦ ʬLʧQLʦLʥDQʭ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʥRʬʭʬ Lʬ
ʭʨDʭ ʪULYDʭH ʪDUʭLHʬ ZLOO ʥʨRRʬH ʭR ʪURʨLʤLʭ LQʬLGHU ʭUDGLQʧ RQ ʭʨHLU
RZQZLʭʨRʮʭ ʭʨH ʥRʬʭʬ DULʬLQʧ Rʮʭ Rʦ ʦHGHUDO LQʭHUYHQʭLRQ Lʦ DQ LQʬLGHU
ʭUDGLQʧ ʪURʨLʤLʭLRQ ʭUʮO\ Lʬ ZHOʦDUHʟHQʨDQʥLQʧʠ��ʢ ʿʨHUH Lʬ ʩʮʥʨ ʭR
OLNH DʤRʮʭ ʭʨLʬ DUʧʮʩHQʭʠˀʨHUH ʭʨHUH Lʬ D ʬʮUʪOʮʬ� ʥRʩʪHʭLʭRUʬ ʨDYH
DQ LQʥHQʭLYH ʭR DʧUHH DʩRQʧ ʭʨHʩʬHOYHʬ Dʬ ʭR ʨRZ ʭR GLYY\ ʮʪ
UHʬRʮUʥHʬ LQ ZD\ʬ ʭʨDʭ DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ ʣʬ 2OLYHU
ˀLOOLDʩʬRQ RʤʬHUYHʬ� ˠ˃D˄OʭʨRʮʧʨ ʭʨLʬ ʨDʧʧOLQʧ Lʬ ʰRLQʭO\ ʝDQG
ʬRʥLDOO\ʞ ʮQʪURGʮʥʭLYH� Lʭ ʥRQʬʭLʭʮʭHʬ D ʬRʮUʥH Rʦ ʪULYDʭH ʪHʥʮQLDU\
ʧDLQʠ %HLQʧ� QHYHUʭʨHOHʬʬ� D ʰRLQʭ ʪURʦLʭ GUDLQ� DQ LQʥHQʭLYH ʭR DYRLG
ʭʨHʬH ʥRʬʭʬ� Lʦ ʬRʩHʨRZ ʭʨLʬ ʥRʮOG ʤH DUUDQʧHG� Lʬ ʬHʭ ʮʪʠˡ���

ʿR DQDO\˅H ʭʨH ʦHDʬLʤLOLʭ\ Rʦ ʪULYDʭH RUGHULQʧ ʬROʮʭLRQʬ ʭR
ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩʬ ʥUHDʭHG ʤ\ LQʬLGH LQʦRUʩDʭLRQ�
ʭʨH ʪRʭHQʭLDO ʦRU ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Dʭ ʭʨH ʬRʮUʥH DQG LQ ʭʨH ʮʬH
Rʦ LQʬLGH LQʦRUʩDʭLRQ QHHG ʭR ʤH ʥRQʬLGHUHG ʬHʪDUDʭHO\ʠ ʿʨH ʦDʥʭ
ʭʨDʭ LQʬLGH LQʦRUʩDʭLRQ Dʭ Lʭʬ ʬRʮUʥH Lʬ D ʬʮUʪOʮʬ ʤ\ʪURGʮʥʭ Rʦ
RʭʨHU DʥʭLYLʭLHʬ UDLʬHʬ ʭʨH ʪRʬʬLʤLOLʭ\ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʭR
ʬHʥʮUH DQG ʮʬH ʭʨLʬ LQʦRUʩDʭLRQ ʦRU ʭUDGLQʧ ʪʮUʪRʬHʬʠ��� %HʥDʮʬH
ʭʨH ORʥʮʬ ZʨHUH LQʬLGH LQʦRUʩDʭLRQ Lʬ ʥUHDʭHG ʥDQ ʤH UHODʭLYHO\
ZHOO GHʦLQHG� DQG ʭʨHUH DUH ʪUHʟHʯLʬʭLQʧ UHODʭLRQʬʨLʪʬ ʤHʭZHHQ ʭʨH
YDULRʮʬ ʪDUʭLHʬ ZʨR ʥRʮOG ʨDYH DʥʥHʬʬ ʭR ʭʨH LQʬLGH LQʦRUʩDʭLRQ�
ʭʨHUH Lʬ Dʭ OHDʬʭ ʭʨH UHDʬRQDʤOH ʪRʬʬLʤLOLʭ\ ʭʨDʭ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ Dʭ ʭʨH ʬRʮUʥH Rʦ LQʬLGH LQʦRUʩDʭLRQ ʥRʮOG ʤH DYRLGHG
ʭʨURʮʧʨ ʪULYDʭH RUGHULQʧ DUUDQʧHʩHQʭʬʠ

ʿʨHUH DUH� ʨRZHYHU� RʤʬʭDʥOHʬ ʭʨDʭ OLʩLʭ ʭʨH DʤLOLʭ\ Rʦ ʦLUʩʬ
ʭR ʥRQʭURO ʭʨH ʮʬH Rʦ LQʬLGH LQʦRUʩDʭLRQ ʪURGʮʥHG ZLʭʨLQ ʭʨH ʦLUʩʠ
2QH ʬHʭ Rʦ RʤʬʭDʥOHʬ DULʬH Rʮʭ Rʦ DʧHQʥ\ ʥRʬʭʬʠ��� ,QGLYLGʮDO
HʩʪOR\HHʬ ʨDYH DQ LQʥHQʭLYH ʭR ʦLQG ZD\ʬ ʭR DʥʫʮLUH DQG ʮʬH LQʬLGH
LQʦRUʩDʭLRQ HYHQ ZʨHQ ʭʨH ʦLUʩ ʪUHʦHUʬ DOO ʬʮʥʨ HʦʦRUʭʬ ʤH DYRLGHG�
DQG ʭʨH UHDOLʭ\ Lʬ ʭʨDʭ LQʬLGHU ʭUDGLQʧ ʥDQ ʤH ʫʮLʭH GLʦʦLʥʮOʭ ʦRU ʭʨH
ʦLUʩ ʭR GHʭHʥʭ� ʪDUʭLʥʮODUO\ Lʦ ʥDUULHG Rʮʭ ʤ\ ORZHUʟOHYHO

��ʢ ʣ ʪULYDʭH RUGHULQʧ ʬROʮʭLRQ ʭR ʭʨH ʪURʤOHʩ Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʦRU LQʬLGH
LQʦRUʩDʭLRQ ZRʮOG DOʬR ʤH ʪUHʦHUDʤOH ʭR D ʦHGHUDO ʩDQGDʭH ʧLYHQ ʭʨH ʨHʭHURʧHQHLʭ\ Rʦ ʭʨH
ʪDUʭLHʬ LQYROYHGʠ 6HH� H�J�� ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH ʵ�� Dʭ �ʶʢ ʝˠʻLUʩʬ ZLʭʨ GLʦʦHUHQʭ
ʭ\ʪHʬ Rʦ LQYHʬʭRUʬ DQG ʩDUNHʭ ʥDʪLʭDOL˅DʭLRQ� ʩRUHRYHU� ʩD\ ʪUHʦHU YDU\LQʧ OHYHOʬ Rʦ
LQʦRUʩHG RʮʭʬLGHU ʭUDGLQʧʠˡʞʠ

��� 2/,9(5 (ʠ ˀ,//,ʣ0621� ʣ1ʿ,ʿ586ʿ (ʹ2120,ʹ6ʷ 0(5*(56� ʹ21ʿ5ʣʹʿ,1*�
ʣ1ʺ 6ʿ5ʣʿ(*,ʹ %(ʼʣ9,25 �� ʝ�ʢ�ʡʞʠ

��� 6HH VXSUD 6HʥʭLRQ ,,ʠ%ʠ
��� 0LʥʨDHO ʹʠ ʽHQʬHQ ʳ ˀLOOLDʩ ʼʠ 0HʥNOLQʧ� 7KHRU\ RI WKH )LUP� 0DQDJHULDO

%HKDYLRU� $JHQF\ &RVWV DQG 2ZQHUVKLS 6WUXFWXUH� � ʽʠ ʻ,1ʠ (ʹ21ʠ ��ʶ ʝ�ʢʡ�ʞʠ
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HʩʪOR\HHʬʠ��� ʿʨH ʥRʬʭʬ Rʦ DʧHQʭʬ˞ HʦʦRUʭʬ ʭR ʧDLQ DʥʥHʬʬ ʭR LQʬLGH
LQʦRUʩDʭLRQZLʭʨLQ ʭʨH ʦLUʩ DOʬRʩD\ ʤH ʬʮʤʭOHʠ ʣʬ GLʬʥʮʬʬHG DʤRYH�
ʼDʦʭ ʥRQʰHʥʭʮUHʬ� ʦRU HʯDʩʪOH� ʭʨDʭ ˠ˃H˄Dʥʨ GLUHʥʭRU ZRʮOG ʤH
ʬʭURQʧO\ ʭHʩʪʭHG ʭR GLʪ GRZQ LQʭR ʭʨH ʨLHUDUʥʨ\ ʭR GLʬʥRYHU ʭʨH
ODʭHʬʭ DQG ʤHʬʭ LQʦRUʩDʭLRQ RQ ZʨLʥʨ ʭR ʪURʦLʭʠ ,Q ʭʨH ʪURʥHʬʬ� D
GLUHʥʭRU ʩLʧʨʭ ʩDNH DOOLDQʥHʬ DQG ʬLGH GHDOʬ ZLʭʨ ʭʨRʬH ʤHORZ
ZʨRʩ ʭʨH GLUHʥʭRU ʥRQʬLGHUHG ʤHʬʭ ʦRU ʪHUʬRQDO ʪʮUʪRʬHʬʠˡ��ʵ
6LʩLODUO\� 0DʥH\ RʤʬHUYHʬʷ ˠʥRUʪRUDʭH RʦʦLʥHUʬ DQG GLUHʥʭRUʬ GR QRʭ
DOZD\ʬ Dʥʭ LQ ʬʨDUHʨROGHUʬ˞ LQʭHUHʬʭʬʠ ,ʦ ʦLUʩʬ ZHUH DOORZHG ʭR
DOORʥDʭH LQʬLGHU ʭUDGLQʧ ULʧʨʭʬ ʦRU ʭʨHʩʬHOYHʬ� ʭʨH GLYHUʧHQʥH Rʦ
LQʭHUHʬʭʬ ʤHʭZHHQ ʬʨDUHʨROGHUʬ DQGʩDQDʧHUʬ ʥRʮOGʩDQLʦHʬʭ LʭʬHOʦ
ʤ\ DOORʥDʭLQʧ ʭRR ʩDQ\ ULʧʨʭʬ ʭR ʥHUʭDLQ ʪRZHUʦʮO LQʬLGHUʬʠˡ��ʶ

ʣOORZLQʧ LQʬLGHU ʭUDGLQʧ ʥRʮOG DOʬR ʭULʧʧHU ʩRUH Rʦ DQ DUʩʬ
UDʥH ʤHʭZHHQ ʭʨRʬH DʭʭHʩʪʭLQʧ ʭR HʯʪORLʭ LQʬLGH LQʦRUʩDʭLRQ LQ
ʭUDGLQʧ ʩDUNHʭʬ DQG ʭʨRʬH DʭʭHʩʪʭLQʧ ʭR DYRLG ʭUDGLQʧ ZLʭʨ ʭʨRʬH
ZʨR DUH ʤHʭʭHU LQʦRUʩHGʠ��� ʿʨLʬ ʬRʮUʥH Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ�
DULʬLQʧ Rʮʭ Rʦ HʦʦRUʭʬ ʭR ʮʬH LQʬLGH LQʦRUʩDʭLRQ ʦRU ʭUDGLQʧ
DGYDQʭDʧH� ZRʮOG DʪʪHDU ʭR ʤH ʫʮLʭH GLʦʦLʥʮOʭ ʭR DYRLG ʭʨURʮʧʨ
ʪULYDʭH RUGHULQʧ� ʤHʥDʮʬH ʭʨLʬ DUʩʬ UDʥH Lʬ ʮQOLNHO\ ʭR ʦDOO ZLʭʨLQ
ʭʨH ʧDʩʤLʭ Rʦ D ʬʩDOO ZHOOʟʥRQQHʥʭHG ʧURʮʪ Rʦ ZLQQHUʬ DQG ORʬHUʬʠ��ʡ
ʣʬ ʣ\UHʬ DQG ʹʨRL RʤʬHUYHʷ ˠʿʨH ʥODʬʬ Rʦ ʪRʭHQʭLDO LQʦRUʩHG
ʭUDGHUʬ� ZʨLOH QRʭ DOOʟHQʥRʩʪDʬʬLQʧ� ʩLʧʨʭ OLʭHUDOO\ UʮQ LQʭR ʭʨH
ʭʨRʮʬDQGʬʠˡ��� ,ʭ Lʬ DOʬR GLʦʦLʥʮOʭ ʭR LGHQʭLʦ\ ZʨR ʪUHʥLʬHO\ Lʬ ʨDUʩHG
ZʨHQ ʬRʩHRQH ʭUDGHʬ ʮʬLQʧ LQʬLGH LQʦRUʩDʭLRQʠ 6ʮʥʥHʬʬʦʮO ʪULYDʭH
RUGHULQʧ DUUDQʧHʩHQʭʬ ʤHʭZHHQ ʭʨRʬH ʤHQHʦLʭLQʧ ʦURʩ DʥʥHʬʬ ʭR
LQʬLGH LQʦRUʩDʭLRQ DQG ʭʨRʬH ʨDUʩHG ʤ\ ʬʮʥʨ ʭUDGLQʧZRʮOG DʪʪHDU
ʭR ʤH GLʦʦLʥʮOʭ ʭR ʬʮʬʭDLQʠ��ʢ

��� 0LʥʨDHO ʺʠ *ʮʭʭHQʭDʧ� ˠ+XK"µ ,QVLGHU 7UDGLQJ� 7KH &KULV &ROOLQV 6WRU\� �ʶ
ʿ(11ʠ ʽʠ /ʠ ʳ 32/,ʹ< ʢʶ� ��� ʝ����ʞ ʝHʯʪODLQLQʧ ʨRZ ˠ˃ʧ˄DLQʬ ʦURʩ LQʬLGHU ʭUDGLQʧ ʥDQ ʤH
ʥDʩRʮʦODʧHG Dʬ ʦRUʭʮLʭRʮʬ ʬʭRʥN ʭUDGHʬ ZLʭʨRʮʭ ʭʨH QHHG ʦRU ʬRʩH ʦʮʭʮUH UHʥRQʥLOLDʭLRQˡʞʠ

��ʵ 6HH ʼDʦʭ� VXSUD QRʭH ��� Dʭ ����ʠ
��ʶ ʽ21ʣʿʼʣ15ʠ0ʣʹ(<�,16,ʺ(5ʿ5ʣ ,̋1*ʷ(ʹ2120,́ 6�32/,ʿ ,́ 6�ʣ1ʺ32/,ʹ<ʶ ʝ�ʢʢ�ʞʠ
��� 6HH VXSUD 6HʥʭLRQ ,,ʠʹʠ
��ʡ 6HHʣ\UHʬʳʹʨRL� VXSUDQRʭHʵ�� Dʭ��� ʝˠʽʮʬʭ OLNHDʪROOʮʭHUZʨR ʦDLOʬ ʭR LQʭHUQDOL˅H

ʭʨH ʬRʥLDO LʩʪDʥʭ Rʦ Lʭʬ ʪROOʮʭLRQ� ʭʨH RʮʭʬLGHU ʭUDGHU Lʬ QRʭ ZHOO ʪODʥHG ʭR GHʥLGH ZʨHʭʨHU
LQʦRUʩHG ʭUDGLQʧ HQʨDQʥHʬ ʬRʥLDO ZHOʦDUHʠˡʞʸ VHH DOVR VXSUD QRʭH ʢ� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ

��� 6HH ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH ʵ�� Dʭ �ʡ�ʠ
��ʢ ʣ\UHʬ DQG ʹʨRL GR ʪURʪRʬH D UHʧLʩH ʭR DGGUHʬʬ ʭʨH ʪULYDʭH RUGHULQʧ ʥʨDOOHQʧH

ZLʭʨ UHʬʪHʥʭ ʭR ʭʨH ʮʬH Rʦ LQʬLGH LQʦRUʩDʭLRQ ʦRU ʭUDGLQʧ DGYDQʭDʧHʠ ʣ\UHʬ ʳ ʹʨRL DUʧʮH ʭʨDʭ
ʭʨH ULʧʨʭ ʭR HʯʥOʮGH LQʦRUʩHG ʭUDGLQʧ ʤ\ RʮʭʬLGHUʬ ʬʨRʮOG ʤH ʨHOG ʤ\ ʭʨH ʦLUʩZʨRʬH ʬHʥʮULʭLHʬ
DUH ʤHLQʧ ʭUDGLQʧʠ ʿʨHLU UHʥRʩʩHQGDʭLRQ Lʬ ʭR ʬʨLʦʭ ˠʭʨH ʪURʪHUʭ\ ULʧʨʭ ʭR HQʧDʧH LQ LQʦRUʩHG
ʭUDGHʬ ʭR ʭʨH ʭUDGHG ʦLUʩʠˡ ,G� Dʭ ʵ��ʠ ʿʨH UHʥRʩʩHQGDʭLRQ ʨHUH ʦRU ʧRYHUQʩHQʭ DʥʭLRQ
LʩʪOLʥLʭO\ UHʰHʥʭʬ ʭʨH ʦHDʬLʤLOLʭ\ RU DʭʭUDʥʭLYHQHʬʬ Rʦ LʩʪOHʩHQʭLQʧ ʭʨHLU ʪULYDʭH RUGHULQʧ
ʬʥʨHʩH� ZʨLʥʨ DʪʪHDUʬ ʭR UHO\ RQ ʭʨH DʬʬʮʩʪʭLRQ ʭʨDʭ ʭʨRʬH ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ
ʥDQ ʤH LGHQʭLʦLHG DQG ʫʮDUDQʭLQHGʠ ,ʦ ʭʨHLU ʬʥʨHʩH ZHUH ʦHDʬLʤOH� ʭʨHUH ZRʮOG QRʭ ʤH HʯʥHʬʬ
UHʭʮUQʬ DʥʨLHYHG ʤ\ ʭʨRʬH ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ� ʬLQʥH ʭʨH\ ZRʮOG ʤH ʬRUʭHG Rʮʭʠ ʣʭ D
ʩLQLʩʮʩ� ʭʨH ʣ\HUʬ DQG ʹʨRL ʬʥʨHʩH Lʬ ʬʮʤʬʭDQʭLDOO\ ʩRUH ʥRʩʪOHʯ ʭʨDQ ʭʨH ʪURʪRʬDO ʨHUH
ʭR ʬLʩʪO\ ʪURʨLʤLʭ DOO ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQʠ
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ʹRQʬLGHU ʭʨH ʨ\ʪRʭʨHʭLʥDO ʥDʬH Rʦ LQʬLGHU ʭUDGLQʧ ʪURYLGHG
DʤRYH LQYROYLQʧ ʣQʧHO� ʹRʩʪDQ\ ʣ� DQG ʹRʩʪDQ\ %ʠ��� ,Q ʭʨDʭ
ʨ\ʪRʭʨHʭLʥDO� ʣQʧHO Lʬ DQ HʩʪOR\HH Rʦ ʹRʩʪDQ\ ʣ DQG LQ ʭʨDʭ
ʥDʪDʥLʭ\ UHʥHLYHʬ LQʦRUʩDʭLRQ DʤRʮʭ ʹRʩʪDQ\ %ʠ ʻURʩ ʭʨH
ʪHUʬʪHʥʭLYH Rʦ ʹRʩʪDQ\ ʣ� UHʧDUGOHʬʬ Rʦ ZʨHʭʨHU ʭʨH YDOʮH Rʦ ʭʨH
LQʬLGH LQʦRUʩDʭLRQ UHʩDLQʬ ZLʭʨ ʣQʧHO RU Lʬ ʭUDQʬʦHUUHG ʭR
ʹRʩʪDQ\ ʣ ʬʨDUHʨROGHUʬ� ʭʨH RʪʪRUʭʮQLʭ\ ʭR ʭUDGH ʪURʦLʭDʤO\ LQ
ʹRʩʪDQ\ % ʬʨDUHʬ Lʬ D ZLQGʦDOOʠ ʿʨHUH Lʬ QR UHDʬRQ ʭʨDʭ ʹRʩʪDQ\
ʣ� LQ HʬʭDʤOLʬʨLQʧ DQ LQʬLGHU ʭUDGLQʧ ʪROLʥ\� ZRʮOG UHʥRʧQL˅H ʭʨH
ʥRʬʭʬ LʩʪRʬHG RQ ʭʨRʬH RʮʭʬLGH ʭʨH ʦLUʩ� ZʨRHYHU ʭʨH\ ʩD\ ʤH�
ʤHʥDʮʬH Rʦ ʭUDGLQʧ ʤDʬHG RQ ʭʨDʭ LQʦRUʩDʭLRQʠ��� ˀDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʭULʧʧHUHG ʤ\ ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ Lʬ QRʭ
D ʪURʤOHʩ ʭʨDʭ ʪULYDʭH DʥʭRUʬ DUH ZHOOʟʬLʭʮDʭHG ʭR DGGUHʬʬʠ

ʿʨH ʭʨLUG ʪRʭHQʭLDO DʦʦLUʩDʭLYH ʰʮʬʭLʦLʥDʭLRQ ʦRU DOORZLQʧ
LQʬLGHU ʭUDGLQʧ LQ ʬʪLʭH Rʦ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʥRʬʭʬ Lʬ ʭʨDʭ
ZʨLOH Lʭ ʩD\ ʤH ʭUʮH ʭʨDʭ LQ DQ LGHDO ZRUOG DOO ʭUDGLQʧ RQ LQʬLGH
LQʦRUʩDʭLRQ ʬʨRʮOG ʤH ʪURʨLʤLʭHG ʭR DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ� LQ
ʪUDʥʭLʥH Lʭ Lʬ ʭRR GLʦʦLʥʮOʭ ʭR ʥUDʦʭ DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ ʭʨDʭ
ʪUHYHQʭʬ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ZʨLOH DOʬR DOORZLQʧ ʦRU ZHOʦDUHʟ
HQʨDQʥLQʧ ʬHʥʮULʭLHʬ UHʬHDUʥʨ ʭR ʦORʮULʬʨʠ ʽʮʬʭLʥH 3RZHOO˞ʬ
DUʧʮʩHQʭ UHʫʮLULQʧ HYLGHQʥH Rʦ D ʪHUʬRQDO ʤHQHʦLʭ LQ RUGHU ʭR ʦLQG
D ʭLʪʪHU ʧʮLOʭ\ Rʦ LQʬLGHU ʭUDGLQʧ LQ ʭʨH 'LUNV RʪLQLRQ Lʬ ʤDʬHG ʭR
ʬRʩH GHʧUHH RQ ʭʨLʬ ʪROLʥ\ ʥRQʥHUQʠ 3RZHOO ZULʭHʬ LQ 'LUNV ʭʨDʭ
ˠ˃L˄ʩʪRʬLQʧ D Gʮʭ\ ʭR GLʬʥORʬH RU DʤʬʭDLQ ʬROHO\ ʤHʥDʮʬH D ʪHUʬRQ
NQRZLQʧO\ UHʥHLYHʬʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʦURʩ DQ LQʬLGHU
DQG ʭUDGHʬ RQ Lʭ ʥRʮOG ʨDYH DQ LQʨLʤLʭLQʧ LQʦOʮHQʥH RQ ʭʨH UROH Rʦ
ʩDUNHʭ DQDO\ʬʭʬʠˡ���

ʿʨHUH DUH ʭZR UHʤʮʭʭDOʬ ʭR ʭʨH ʥRQʥHUQ ʭʨDʭ DOORZLQʧ LQʬLGHU
ʭUDGLQʧ Lʬ D QHʥHʬʬDU\ HYLO ʭR ʬʮʬʭDLQ ZHOOʟʦʮQʥʭLRQLQʧ ʬHʥʮULʭLHʬ
ʩDUNHʭʬʠ ʻLUʬʭ� ZH ʨDYH ʩʮʥʨ HYLGHQʥH ʭʨDʭ ʭʨH ʥʨDOOHQʧH Rʦ
GHʬLʧQLQʧ D OHʧDO UHʧLʩH ʭʨDʭ GLʬʭLQʧʮLʬʨHʬ ʤHʭZHHQ ʭUDGLQʧ RQ
LQʬLGH LQʦRUʩDʭLRQ DQG ʭUDGLQʧ RQ LQʦRUʩDʭLRQ OHʧLʭLʩDʭHO\ ʧDʭʨHUHG
ʭR YDOʮH ʬHʥʮULʭLHʬ Lʬ QRʭ LQʬʮUʩRʮQʭDʤOH� DQG ʭʨDʭ D ʬ\ʬʭHʩ
ʪURʨLʤLʭLQʧ DOO ʭUDGLQʧ RQ LQʬLGH LQʦRUʩDʭLRQ ʥDQ ʦHDʬLʤO\ ʤH
GHʬLʧQHG DQG LʩʪOHʩHQʭHGʠ ,Q ʦDʥʭ� ʭʨHUH DUH ʩDQ\ UHʧLʩHʬ ʭʨDʭ
DOUHDG\ ʩDNH ʭʨH NLQGʬ Rʦ GLʬʭLQʥʭLRQʬ UHʥRʩʩHQGHG ʨHUH ʤHʭZHHQ
LQʬLGH LQʦRUʩDʭLRQ DQG LQʦRUʩDʭLRQ GHHʩHG ʭR ʤH OHʧLʭLʩDʭHO\
ʧDʭʨHUHG ʦRU ʬHʥʮULʭLHʬ ʭUDGLQʧ ʪʮUʪRʬHʬʠ ʻRU HʯDʩʪOH� ʭʨH
ʪURʨLʤLʭLRQ DʧDLQʬʭ ʭUDGLQʧ ʤDʬHG RQ DQ LʩʩLQHQʭ ʭHQGHU RʦʦHU Lʬ
ʬʮʥʨ D ʪURʨLʤLʭLRQʠ��� ,Q ʭʨH (8� ʭUDGLQʧ RQ ʥHUʭDLQ LQʬLGH

��� 6HH VXSUD QRʭH ʡ� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� ʿʨLʬ Lʬ RQH Rʦ ʭʨH ʥHQʭUDO LQʬLʧʨʭʬ GLʬʥʮʬʬHG LQ ʣ\UHʬ ʳ ʹʨRL� VXSUD QRʭH ʵ�ʠ
��� ʺLUNʬ Yʠ 6(ʹ� ʵ�� 8ʠ6ʠ �ʵ�� �ʶ� ʝ�ʢ��ʞʠ
��� 6HH VXSUD QRʭHʬ ʶʵ˟ʶʶ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
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LQIRUPDWLRQ LV DOVR SURKLELWHG UHJDUGOHVV RI ZKHWKHU WKH LQIRUPDWLRQ
ZDV DFTXLUHG ZURQJIXOO\����

7KH LQVLGHU WUDGLQJ SURKLELWLRQV LQ WKH (8 GR QRW DSSHDU WR
KDYHZUHDNHG KDYRF RQ VHFXULWLHVPDUNHWV WKHUH� ,Q IDFW� LI DQ\WKLQJ�
WKH UHJLPH FDOOHG IRU LQ WKLV DUWLFOH LQ ZKLFK DOO WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ LV IRUELGGHQ LV PRUH VWUDLJKWIRUZDUG DQG OHVV FRPSOH[
WR LPSOHPHQW WKDQ WKH FXUUHQW UHJLPH LQ WKH 8QLWHG 6WDWHV� ,Q WKH
8QLWHG 6WDWHV FXUUHQWO\� WKH OHJDOLW\ RI WUDGLQJ ZKHQ LQ SRVVHVVLRQ
RI LQVLGH LQIRUPDWLRQ KLQJHV RQ DQ DQDO\VLV RI KRZ WKH LQIRUPDWLRQ
LQYROYHG ZDV REWDLQHG DQG ZKHWKHU WKDW SURFHVV LQYROYHG GHFHSWLYH
RU ZURQJIXO FRQGXFW���� 0DNLQJ WKLV GHWHUPLQDWLRQ UHTXLUHV
XQFRYHULQJ WKH OLQHDJH RI WKH LQIRUPDWLRQ DGYDQWDJH DQG WKH
FRQGXFW WKDW FRQWULEXWHG WR WKDW OLQHDJH� 7KLV NLQG RI H[FDYDWLRQ RI
OLQHDJH LV QRW QHFHVVDU\ WR LPSOHPHQW WKH SURKLELWLRQ SURSRVHG LQ
WKLV DUWLFOH�

$ VHFRQG UHDVRQ WR TXHVWLRQ FRQFHUQV DERXW WKH GLIILFXOW\
RI GHVLJQLQJ D UHJLPH WKDW FDQ GLVWLQJXLVK EHWZHHQ WUDGLQJ RQ
LQVLGH LQIRUPDWLRQ DQG WUDGLQJ EDVHG RQ RWKHU W\SHV RI
LQIRUPDWLRQDO DGYDQWDJH LV WKDW WKHVH FRQFHUQV DVVXPH WKDW
WKHUH LV D FRPSHOOLQJ UHDVRQ WR SURWHFW FXUUHQW OHYHOV RI
´OHJLWLPDWHµ LQIRUPDWLRQ JDWKHULQJ DFWLYLWLHV� 7KLV DSSHDUV WR EH
WKH UHDVRQ IRU -XVWLFH 3RZHOO·V FRQFHUQ DERXW LPSOHPHQWLQJ D
UXOH WKDW ´FRXOG KDYH DQ LQKLELWLQJ LQIOXHQFH RQ WKH UROH RI
PDUNHW DQDO\VWV�µ��� ,Q IDFW� WKH PDUNHW IRU LQIRUPDWLRQ DERXW
VHFXULWLHV SULFHV LV GLVWRUWHG E\ VHYHUDO PDMRU PDUNHW IDLOXUHV�
2Q WKH RQH KDQG� WKHUH PD\ EH DQ ´RYHUSURGXFWLRQ RI
LQIRUPDWLRQ E\ LQYHVWRUV DWWHPSWLQJ WR ¶EHDW WKH PDUNHW�·µ��� 2Q
WKH RWKHU KDQG� WKHUH PD\ EH DQ XQGHUSURGXFWLRQ RI LQIRUPDWLRQ
DERXW VHFXULWLHV SULFHV� EHFDXVH WKHUH DUH SRVLWLYH VSLOORYHU
HIIHFWV IURP PRUH DFFXUDWH VKDUH SULFHV WKDW WKRVH FROOHFWLQJ WKH
LQIRUPDWLRQ DUH XQDEOH WR FDSWXUH WKH YDOXH RI���� 7KHUH LV QR ZD\
WR NQRZ LI OLPLWLQJ WKH LQVLGHU WUDGLQJ SURKLELWLRQ WR LQIRUPDWLRQ
WKDW LV ZURQJIXOO\ DFTXLUHG� WKH FXUUHQW UHJLPH LQ WKH 8QLWHG
6WDWHV� OHDGV WR WRR PXFK RU WRR OLWWOH LQIRUPDWLRQ JDWKHULQJ����
5HMHFWLQJ D QHZ DQG EURDGHU LQVLGHU WUDGLQJ SURKLELWLRQ EHFDXVH
RI WKH QHHG WR PDLQWDLQ D JLYHQ OHYHO RI LQGHSHQGHQW VHFXULWLHV
UHVHDUFK GRHV QRW VWDQG RQ D VWURQJ HYLGHQWLDU\ IRXQGDWLRQ�

��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH� H�J�� /DQJHYRRUW� VXSUD QRWH ��� DW ���
��� 'LUNV� ��� 8�6� DW ����
��� 6HH *XWWHQWDJ� ,PSRVLQJ 'LVFORVXUH 5HTXLUHPHQWV� VXSUD QRWH ��� DW ����
��� 6HH VXSUD QRWH ��� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH *XWWHQWDJ� ,PSRVLQJ 'LVFORVXUH 5HTXLUHPHQWV� VXSUD QRWH ��� DW ��� �´,W

PD\ EH WKDW ZLWKRXW DQ\ UHJXODWRU\ LQWHUYHQWLRQ� WKH RYHUSURGXFWLRQ RI LQIRUPDWLRQ E\
LQYHVWRUV DWWHPSWLQJ WR ¶EHDW WKH PDUNHW· LV MXVW HQRXJK WR RIIVHW WKH XQGHUSURGXFWLRQ RI
LQIRUPDWLRQ WKDW UHVXOWV IURP WKH SXEOLF JRRGV QDWXUH RI WKLV LQIRUPDWLRQ�µ��
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ʿʨH UHDʬRQDʤOH ʬROʮʭLRQ ʭR ʭʨH ʭZRʟʬLGHG ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʪURʤOHʩ ʥUHDʭHG ʤ\ LQʬLGH LQʦRUʩDʭLRQ Lʬ ʭR ʪURʨLʤLʭ DOO
ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQʠ ʿʨH ʪDUʭ\ ʤHʬʭ ʪRʬLʭLRQHG ʭR
ZHLʧʨ ʭʨH UHOHYDQʭ HYLGHQʥH DQG HQʦRUʥH ʬʮʥʨ D ʤDQ Lʬ D ʥHQʭUDOL˅HG
UHʧʮODʭRUʠ 3ULYDʭH DUUDQʧHʩHQʭʬ ʥDQQRʭ HDʬLO\ ʤHʩDGH ʤHʭZHHQ DOO
ʭʨH DʦʦHʥʭHG ʪDUʭLHʬ ʭR ʧHQHUDʭH ʬRʥLDOO\ RʪʭLʩDO UHʬʮOʭʬ� ZʨLOH D
ʦHGHUDOO\ LʩʪRʬHG ʪURʨLʤLʭLRQ Lʬ ʫʮLʭH ʦHDʬLʤOH ʭR ʪʮʭ LQ ʪODʥHʠ

ʿʨUHH DGGLʭLRQDO ʫʮHʬʭLRQʬ UDLʬHG ʤ\ ʭʨH ʥODLʩ ʭʨDʭ DOO
ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ ʬʨRʮOG ʤH ʪURʨLʤLʭHG ʭR DYRLG
ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ GHʬHUYH Dʭ OHDʬʭ D ʪUHOLʩLQDU\ ʥRQʬLGHUDʭLRQ
ʨHUHʠ ʿʨHʬH ʭʨUHH ʫʮHʬʭLRQʬ DUHʷ ʝ�ʞ ZʨDʭ ʬʪHʥLʦLʥ HYLGHQʥH ʥDQ ʤH
ʧDʭʨHUHG ʭR HʬʭLʩDʭH ʭʨH DʥʭʮDO ʩDʧQLʭʮGH Rʦ ʭʨH ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʪURʤOHʩʬ ʥUHDʭHG Lʦ ʭUDGLQʧ ZʨLOH LQ ʪRʬʬHʬʬLRQ Rʦ
LQʬLGH LQʦRUʩDʭLRQ Lʬ ʪHUʩLʭʭHG� ʝ�ʞ ZRʮOG D ʩRUH ʪUHʥLʬH ʬRʥLDO
ZHOʦDUH DQDO\ʬLʬ Rʦ D UʮOH ʪURʨLʤLʭLQʧ DOO ʭUDGLQʧ ʤDʬHG RQ LQʬLGH
LQʦRUʩDʭLRQ OHDG ʭR ʥRQʥOʮʬLRQʬ ʬLʩLODU ʭR ʭʨRʬH ʪUHʬHQʭHG ʨHUH�
DQG ʝ�ʞ ʨRZ GRHʬ ʭʨH ʰʮʬʭLʦLʥDʭLRQ ʪUHʬHQʭHG ʨHUH ʦRU ʩDNLQʧ DOO
ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ LOOHʧDO LQʦRUʩ ʭʨH ʫʮHʬʭLRQ Rʦ
ZʨHʭʨHU LQʬLGHU ʭUDGLQʧ ʬʨRʮOG ʤH ʥULʩLQDOL˅HGʠ , ZLOO ʬNHʭʥʨ Rʮʭ
ʪUHOLʩLQDU\ UHʬʪRQʬHʬ ʭR ʭʨHʬH LʩʪRUʭDQʭ ʫʮHʬʭLRQʬ ʤHORZ DQG
OHDYH D ʦʮOOHU DQDO\ʬLʬ ʦRU DQRʭʨHU GD\ʠ

�ʠ 0DʧQLʭʮGH Rʦ ʭʨH ,QʬLGH ,QʦRUʩDʭLRQ ˀDʬʭHʦʮO
ʹRʩʪHʭLʭLRQ 3URʤOHʩ

ʿʨH ʥHQʭUDO ʥODLʩ Rʦ ʭʨLʬ DUʭLʥOH Lʬ ʭʨDʭ DYRLGLQʧ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʰʮʬʭLʦLHʬ D ʬZHHʪLQʧ ʦHGHUDO ʪURʨLʤLʭLRQ RQ DOO ʭUDGLQʧ
ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQʠ 2QH DʬʬʮʩʪʭLRQ LʩʪOLʥLʭ LQ UHDʥʨLQʧ
ʭʨLʬ ʥRQʥOʮʬLRQ Lʬ ʭʨDʭ ʭʨH ʩDʧQLʭʮGH Rʦ ʭʨH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ
ʪURʤOHʩʬ ʭʨDʭ ʩLʧʨʭ ʤH ʭULʧʧHUHG ʤ\ DOORZLQʧ LQʬLGHU ʭUDGLQʧ Lʬ ʬR
ʬʮʤʬʭDQʭLDO ʭʨDʭ OHʧDOL˅LQʧ DQ\ GHʧUHH Rʦ LQʬLGHU ʭUDGLQʧ ZRʮOG QRʭ
RQO\ ʤH ʪURʤOHʩDʭLʥ� ʤʮʭ ʪURʤOHʩDʭLʥ Dʭ D ʬLʧQLʦLʥDQʭ ʬʥDOHʠ ʿʨʮʬ ʦDU�
, ʨDYH QRʭ ʫʮDQʭLʦLHG ZʨDʭ ʭʨH ʩDʧQLʭʮGH Rʦ ʭʨHʬH ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʪURʤOHʩʬ DUH OLNHO\ ʭR ʤH DQG Zʨ\ʠ

, RʦʦHU ʨHUH D ʪUHOLʩLQDU\ DUʧʮʩHQʭ Dʬ ʭR Zʨ\ ʭʨH
ʩDʧQLʭʮGH Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʭULʧʧHUHG ʤ\ ʪHUʩLʭʭLQʧ ʬRʩH
RU DOO Rʦ ʭʨRʬH LQ ʪRʬʬHʬʬLRQ Rʦ LQʬLGH LQʦRUʩDʭLRQ ʭR ʭUDGH Lʬ
OLNHO\ ʭR ʤH ʬʮʤʬʭDQʭLDOʠ 5HʥDOO LQ 3RʬQHU˞ʬ ʨ\ʪRʭʨHʭLʥDO HʯDʩʪOH
Rʦ ʨRZ UHʬRʮUʥHʬ ʩLʧʨʭ ʤH ZDʬʭHG LQ D UDʥH ʭR ʤH ʦLUʬʭ ʭR UHʥRYHU
ʧRRGʬ ORʬʭ Dʭ ʬHD 3RʬQHU ʥRʩʪDUHG ʭZR DʩRʮQʭʬʷ ʭʨH YDOʮH Rʦ ʭʨH
UHʬʥʮHG ʧRRGʬ ʝ˚����� LQ ʨLʬ HʯDʩʪOHʞ DQG ʭʨH ʥRʬʭ ʭR UHʬʥʮH ʭʨH
ʧRRGʬ ʝ˚�ʶ� LQ ʨLʬ HʯDʩʪOHʞʠ��� ʿʨLʬ OHG 3RʬQHU ʭR HʬʭLʩDʭH ʭʨH
ʪRʭHQʭLDO ZDʬʭH Dʭ ˚ʡʶ� ʤDʬHG RQ ʭʨH DʬʬʮʩʪʭLRQ ʭʨDʭ ʭʨH HQʭLUH

��� 6HH VXSUD QRʭHʬ �˟�� DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
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GLʦʦHUHQʥH ʤHʭZHHQ ʭʨH YDOʮH Rʦ ʭʨH ʧRRGʬ DQG ʭʨH ʥRʬʭ Rʦ UHʥRYHU\
ʝʭʨH ʬʮUʪOʮʬʞ ʥRʮOG ʤH ʥRQʬʮʩHG ʭʨURʮʧʨ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ

ˀH ʥDQ ʥDUU\ Rʮʭ D ʬLʩLODU ʥDOʥʮODʭLRQ ʭR ʪURYLGH D URʮʧʨ
HʬʭLʩDʭH Dʬ ʭR ʭʨH ʪRʭHQʭLDO ʩDʧQLʭʮGH Rʦ ʭʨH ʥRʬʭʬ Rʦ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʭʨDʭ ʥRʮOG DULʬH ʦURʩ ʭʨH ʥRʩʪHʭLʭLRQ ʭR ʧDʭʨHU DQG
HʯʪORLʭ LQʬLGH LQʦRUʩDʭLRQʠ��� ʻLUʬʭ� ʦROORZLQʧ ʭʨH ORʧLʥ DʤRYH ʭʨDʭ
LQʬLGH LQʦRUʩDʭLRQ Lʬ ʧHQHUDOO\ ʪURGʮʥHG Dʬ D ʤ\ʪURGʮʥʭ Rʦ RʭʨHU
DʥʭLYLʭLHʬ� D UHDʬRQDʤOH ʦLUʬʭ DʪʪURʯLʩDʭLRQ Lʬ ʭʨDʭ ʭʨH ʥRʬʭ Rʦ
ʪURGʮʥLQʧ LQʬLGH LQʦRUʩDʭLRQ Lʬ ˅HURʠ���

ʿʨH ʩRUH GLʦʦLʥʮOʭ YDOʮH ʭR HʬʭLʩDʭH Lʬ ʨRZ ʩʮʥʨ LQʬLGH
LQʦRUʩDʭLRQ ʩLʧʨʭ ʤH ZRUʭʨ Lʦ ʭʨHUH ZHUH QR ʪUHʥDʮʭLRQʬ ʭDNHQ
DʧDLQʬʭ Lʭʬ ʮʬHʠ��� ,ʦ ZH LʧQRUH ʭʨH RʪʪRUʭʮQLʭ\ ʭR ʪURʦLʭ ʦURʩ LQʬLGHU
ʭUDGLQʧ LQ DQ\ ʩDUNHʭ HʯʥHʪʭ ʭʨH 8QLʭHG 6ʭDʭHʬ HʫʮLʭ\ ʩDUNHʭʬ�
ʭʨLʬ ZRʮOG ʪODʥH ʭʨH ʪRRO Rʦ ʪRʭHQʭLDO UHʭʮUQʬ ʦURʩ ZʨLʥʨ LQʬLGHU
ʭUDGHUʬ ʥRʮOG HDUQ D GLʬʪURʪRUʭLRQDʭH ʬʨDUH LQ ʭʨH UDQʧH Rʦ ʬHYHUDO
ʭULOOLRQ GROODUʬ D \HDU ʤDʬHG RQ ʭʨH ʦROORZLQʧ ʥDOʥʮODʭLRQʠ��ʵ ʿʨH
YDOʮH Rʦ ʭʨH 8QLʭHG 6ʭDʭHʬ ʭUDGHG HʫʮLʭ\ ʩDUNHʭ Lʬ DʪʪURʯLʩDʭHO\
˚�ʵ ʭULOOLRQ GROODUʬ DQG ʭʨH ʨLʬʭRULʥDO DQQʮDO UHʭʮUQ RQ ʪʮʤOLʥ
HʫʮLʭLHʬ Lʬ DURʮQG ʡ ʪHUʥHQʭʠ ʿʨLʬ LʩʪOLHʬ DQ HʬʭLʩDʭHG UHʭʮUQ RQ
LQYHʬʭʩHQʭ Rʦ DʪʪURʯLʩDʭHO\ ˚�ʠʶ ʭULOOLRQ ʪHU \HDUʠ��ʶ

,ʦ UHʭʮUQʬ RQ ʪʮʤOLʥ HʫʮLʭLHʬ ʭUDGHG LQ ʭʨH 8QLʭHG 6ʭDʭHʬ DUH
LQ ʭʨH UDQʧH Rʦ ʭULOOLRQʬ Rʦ GROODUʬ ʦRU ʭʨH UHDʬRQʬ ʬʮʧʧHʬʭHG DʤRYH�
ʭʨH QHʯʭ ʫʮHʬʭLRQʬ DUH ʨRZ ʩʮʥʨ Rʦ ʭʨLʬ UHʭʮUQ ʥDQ ʤH ʥDʪʭʮUHG ʤ\
ʭʨRʬH ZLʭʨ ʦRUHNQRZOHGʧH DQG ʨRZ ʩʮʥʨ ʦRUHNQRZOHGʧH ZRʮOG
DʥʥHʬʬ ʭR LQʬLGH LQʦRUʩDʭLRQ ʪURYLGHʠ 3HUʨDʪʬ ʭʨRʬH ZLʭʨ
ʦRUHNQRZOHGʧH ʥDQ RQO\ ʥDʪʭʮUH D ʩRGHʬʭ ʬʨDUH Rʦ ʭʨHʬH UHʭʮUQʬ� RU
ʪHUʨDʪʬ ʦRUHNQRZOHGʧH Lʬ ʥUʮʥLDO ʭR ʧDUQHULQʧ D ʬLʧQLʦLʥDQʭ ʬʨDUH Rʦ
UHʭʮUQʬ� ʬR D UDQʧH Rʦ ʤHʭZHHQ � ʪHUʥHQʭ DQG �ʶ ʪHUʥHQʭ Rʦ ʭʨH ʭRʭDO

��� 2ʦ ʥRʮUʬH� ʭʨH DʩRʮQʭ Rʦ UHʬRʮUʥHʬ HʯʪHQGHG ʭR ʥDʪʭʮUH D ʪUL˅H QHHG QRʭ
HʫʮDO ʭʨH YDOʮH Rʦ ʭʨH ʪUL˅H DYDLODʤOH ʦRU D QʮʩʤHU Rʦ UHDʬRQʬʠ 6HH� H�J�� ʾʣ, ʣʠ ʾ215ʣʺ�
6ʿ5ʣʿ(*< ʣ1ʺ ʺ<1ʣ0,ʹ6 ,1 ʹ21ʿ(6ʿ6 ʝ���ʢʞʸ /ʮLʬ ʹʠ ʹRUʥʨ˫Q� 7KH 7KHRU\ RI &RQWHVWV�
$ 6XUYH\� �� 5(9ʠ (ʹ21ʠ ʺ(6,*1 �ʢ� ��˟�ʵ ʝ���ʡʞʠ

��� 6HH VXSUD QRʭH �ʶ DQG DʥʥRʩʪDQ\LQʧ ʭHʯʭʠ
��� ˀLʭʨ UHʬʪHʥʭ ʭR ʭʨH ʬʪHʥLʦLʥ GHʭDLOʬ Rʦ ZʨDʭ ʩLʧʨʭ ʥRQʬʭLʭʮʭH ʭʨH ʥRʬʭʬ Rʦ

ʪUHʥDʮʭLRQʬ� DQDO\ʬLʬ Rʦ ʭʨH ʬRʥLDO ʥRʬʭʬ DʬʬRʥLDʭHG ZLʭʨ GHʦHQʬLYH ʩHDʬʮUHʬ ʭʨDʭ ʩLʧʨʭ
ʤH ʭDNHQ ʭR ʪUHYHQʭ ORʬʬHʬ ʭR LQʦRUʩHG LQYHʬʭRUʬ Lʬ QRʭ ZHOOʟGHYHORʪHGʠ ʿʨHUH Lʬ UHʬHDUʥʨ
ʭʨDʭ ʥRQʬLGHUʬ ʨRZʩDUNHʭ ʩDNHUʬ ʥDQ ʬʨLʦʭ ʭʨH ʥRʬʭ Rʦ ʭUDQʬDʥʭLQʧ ZLʭʨ LQʦRUʩHG ʭUDGHUʬ
ʭR RʭʨHU ʩDUNHʭ ʪDUʭLʥLʪDQʭʬʠ 6HH� H�J�� *ROʬʭHQ ʳ 0LOʧURʩ� VXSUD QRʭH ʢ�� Dʭ ʡ�ʠ
ʼRZHYHU� ʭʨHʬH ʩRGHOʬ ʦRʥʮʬ ʪULʩDULO\ RQ ʥRʬʭ ʬʨLʦʭLQʧ DQG GR QRʭ GHOYH LQʭR ʭʨH ʫʮHʬʭLRQ
Rʦ ZʨHʭʨHU� Dʭ ZʨDʭ ʥRʬʭ� DQG ʭR ZʨDʭ HʯʭHQʭ ʦLUʩʬ LQYHʬʭ UHʬRʮUʥHʬ LQ ʭU\LQʧ ʭR GHʭHUʩLQH
ZʨHʭʨHU ʭʨH\ DUH ʭUDGLQʧ ZLʭʨ LQʦRUʩHG LQYHʬʭRUʬʠ

��ʵ ,QʬLGHU ʭUDGLQʧ ʥRʮOG ʥHUʭDLQO\ ʪURYLGH DOOʮULQʧ ʪUL˅Hʬ RʮʭʬLGH Rʦ ʭʨH 8QLʭHG 6ʭDʭHʬ
HʫʮLʭ\ʩDUNHʭʬʠ6HH� H�J�� ʣQGUHZ9HUʬʭHLQ� ,QVLGHU 7UDGLQJ LQ&RPPRGLWLHV0DUNHWV� ���9ʣʠ/ʠ
5(9ʠ ʵʵʡ ʝ����ʞ ˃ʨHUHLQDʦʭHU� 9HUʬʭHLQ� ,QVLGHU 7UDGLQJ LQ &RPPRGLWLHV0DUNHWV˄ʠ

��ʶ 6HH 5RQ 6ʮU˅� 8�6� 6WRFN 0DUNHW LV %LJJHVW 	 0RVW ([SHQVLYH LQ :RUOG� %XW 8�6�
(FRQRP\ LV 1RW WKH 0RVW 3URGXFWLYH� 1ʣ6ʺʣˎ ʝʣʪUʠ �� ����ʞ� ʨʭʭʪʬʷʴʴZZZʠQDʬGDʫʠʥRʩʴDUʭLʥOH
ʬʴʮʬʟʬʭRʥNʟʩDUNHʭʟʤLʧʧHʬʭʟʩRʬʭʟHʯʪHQʬLYHʟZRUOGʟʮʬʟHʥRQRʩ\ʟQRʭʟʩRʬʭʟʪURGʮʥʭLYHʟ����ʟ�ʵʟ��ʠ
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UHʭʮUQʬ DYDLODʤOH Lʬ Dʭ OHDʬʭ ʪODʮʬLʤOHʠ��� 1Hʯʭ� LQʬLGH LQʦRUʩDʭLRQ
ʩLʧʨʭ ʪURYLGH YDOʮDʤOH ʦRUHNQRZOHGʧH ZLʭʨ UHʬʪHʥʭ ʭR ʤHʭZHHQ �
ʪHUʥHQʭ DQG �� ʪHUʥHQʭ Rʦ ʭʨH ʭRʭDO UHʭʮUQʬ DYDLODʤOH ʦURʩ ʭʨH ʮʬH Rʦ
ʦRUHNQRZOHGʧHʠ ʿʨH LʩʪOLʥDʭLRQ Rʦ ʭʨHʬH YHU\ ʪUHOLʩLQDU\ HʬʭLʩDʭHʬ
Lʬ ʭʨDʭ ʭʨH ZHDOʭʨ Dʭ ʬʭDNH ʭʨDʭ ʩLʧʨʭ HQʭLʥH ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʭR
DʥʫʮLUH DQG ʮʬH LQʬLGH LQʦRUʩDʭLRQ ʥRʮOG UDQʧH ʦURʩ ʨʮQGUHGʬ Rʦ
ʩLOOLRQʬ GROODUʬ HDʥʨ \HDU ʭR ʭHQʬ Rʦ ʤLOOLRQʬ GROODUʬ HDʥʨ \HDUʠ��ʡ

(ʬʭLʩDʭLQʧ ʩRUH ʪUHʥLʬHO\ ʭʨH ʩDʧQLʭʮGH Rʦ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ DURʮQG ʭʨH ʥROOHʥʭLRQ DQG ʮʬH Rʦ LQʬLGH LQʦRUʩDʭLRQ
LQ ʭʨH DʤʬHQʥH Rʦ DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ RU Dʬ ʥRʩʪDUHG
ʭR D ʪURʨLʤLʭLRQ ʭʨDʭ Lʬ RQO\ ʭULʧʧHUHG ʤ\ ʭʨH ZURQʧʦʮO ʮʬH Rʦ
LQʬLGH LQʦRUʩDʭLRQ ZRʮOG ʤH DQ LʩʪRUʭDQʭ QHʯʭ ʬʭHʪ LQ ʦʮUʭʨHU
ʤʮʭʭUHʬʬLQʧ ʭʨH ʥHQʭUDO ʥODLʩ Rʦ ʭʨLʬ DUʭLʥOHʠ���

�ʠ 6RʥLDO ˀHOʦDUH ʣQDO\ʬLʬ

ʿʨH ʦʮOO DQDO\ʬLʬ Rʦ DQ\ ʪURʪRʬHG UHʧʮODʭRU\ LQʭHUYHQʭLRQ
ʬʨRʮOG LQʥOʮGH D ʥRQʬLGHUDʭLRQ Rʦ ʤRʭʨ ʭʨH HʦʦLʥLHQʥ\ DQG HʫʮLʭ\
HʦʦHʥʭʬ Rʦ ʭʨH ʪURʪRʬHG UHʧʮODʭLRQʠ��ʢ ʣOORZLQʧ LQGLYLGʮDOʬ ʭR
ʭUDGH RQ LQʬLGH LQʦRUʩDʭLRQ ʩLʧʨʭ ʨHOʪ ʭR UHGLʬʭULʤʮʭH UHʬRʮUʥHʬ
LQ ʬRʥLDOO\ GHʬLUDʤOH ZD\ʬ HYHQ Lʦ LQʬLGHU ʭUDGLQʧ DOʬR ZDʬʭHʬ
UHʬRʮUʥHʬʠ ʣ ʩRUH DQDO\ʭLʥDOO\ ULʧRURʮʬ HYDOʮDʭLRQ ʭʨDQ ʭʨH RQH
RʦʦHUHG ʨHUH ZRʮOG LQʥOʮGH D ʦʮOO ʥRQʬLGHUDʭLRQ Rʦ ʭʨH
UHGLʬʭULʤʮʭLRQDO HʦʦHʥʭʬ Rʦ LQʬLGHU ʭUDGLQʧ ʪROLʥ\ ʥʨRLʥHʬʠ

ʿʨH URʮʧʨ DʪʪURʯLʩDʭLRQ Rʦ D ʬRʥLDO ZHOʦDUH DQDO\ʬLʬ
ʪURYLGHG ʨHUH ORRNʬ ʭR ʬHH Lʦ ʭʨHUH DUH OLNHO\ ʭR ʤH ʩHDQLQʧʦʮO
GLʦʦHUHQʥHʬ ʤHʭZHHQ ZLQQHUʬ DQG ORʬHUʬ GHʪHQGLQʧ RQ ZʨHʭʨHU

��� 6HH 6ʥRʭʭ� VXSUD QRʭH ���� Dʭ ��ʡ� UHʪRUʭʬ ʭʨDʭ ˠ˃ʭ˄ʨH OHYHO Rʦ HʯʥHʬʬ UHʭʮUQʬ
ʦRʮQG ˃ʮʬLQʧ ʭʨH UHʪRUʭʬ ʦLOHG ZLʭʨ ʭʨH 6(ʹ RU HʯʥʨDQʧHʬ˄ ʨDʬ ʤHHQ RQ DYHUDʧH ʦURʩ �
ʪHUʥHQʭ ʭR � ʪHUʥHQʭʠˡ

��ʡ ʿʨH ORZ HQG ZRʮOG ʤH ˚�ʠʶ ʭULOOLRQ ʯ � ʪHUʥHQʭ ʯ � ʪHUʥHQʭ� RU ˚�ʶ� ʩLOOLRQʠ ʿʨH
ʨLʧʨ HQG ZRʮOG ʤH ˚�ʠʶ ʭULOOLRQ ʯ �ʶ ʪHUʥHQʭ ʯ �� ʪHUʥHQʭ� RU ˚��ʠʶ ʤLOOLRQʠ %\ ʥRʩʪDULʬRQ
%ʮGLʬʨ Hʭ DOʠ� VXSUD QRʭH ���� Dʭ �ʶʶ�� HʬʭLʩDʭH ʭʨDʭ ʭʨH ʪUL˅H Dʭ ʬʭDNH LQ RQH DUʤLʭUDʧH ʭʨH\
ʬʭʮG\ LQ GHʪʭʨ Lʬ ˚ʡʶ ʩLOOLRQʠ ʿʨH\ ʭʨHQ RʤʬHUYHʷ ˠ˃D˄OʭʨRʮʧʨ ZH ʨHʬLʭDʭH ʭR ʪʮʭ D ʪUHʥLʬH
HʬʭLʩDʭH RQ ʭʨH ʭRʭDO ʬL˅H Rʦ ʭʨH ʪUL˅H LQ ʭʨH ʬʪHHG UDʥH� ʥRʩʩRQʬHQʬH HʯʭUDʪRODʭLRQ ʦURʩ
RʮU ʠ ʠ ʠ HʬʭLʩDʭHʬ ʬʮʧʧHʬʭʬ ʭʨDʭ ʭʨH ʬʮʩʬ DUH ʬʮʤʬʭDQʭLDOʠˡ ,G�

��� ,Q DGGLʭLRQ ʭR ʭʨH ʦUDʩHZRUN ʪUHʬHQʭHG LQ ʭʨH ʭHʯʭ� ʭʨHUH DUH ʩDQ\ DOʭHUQDʭLYH
ZD\ʬ ʭR HʬʭLʩDʭH ʭʨH ʭUDGLQʧ YDOʮH Rʦ LQʬLGH LQʦRUʩDʭLRQ� LQʥOʮGLQʧ ORRNLQʧ Dʭ ʭʨH YDOʮH UHDOL˅HG
HʯʪRʬʭ ʤ\ ʭʨRʬHZʨRDʪʪHDU ʭRʨDYH ʭUDGHGRQ LQʬLGH LQʦRUʩDʭLRQ� RU ʤ\ ORRNLQʧDʭ ʭʨHʩDʧQLʭʮGH
Rʦ GDLO\ ʭUDGLQʧ YROʮʩHʬ ʭR HʬʭLʩDʭH ʭʨH ʬL˅H Rʦ ʭʨH RʪʪRUʭʮQLʭ\ ʭR ʭUDGH ʪURʦLʭDʤO\ ZLʭʨ LQʬLGH
LQʦRUʩDʭLRQʠ ,ʭ Lʬ DOʬR ʭUʮH ʭʨDʭ ʭʨH ʥʮUUHQʭ UHʧLʩH LQ ʭʨH 8QLʭHG 6ʭDʭHʬ Lʬ ʦDU ʦURʩ ʦʮOO\
ʪHUʩLʬʬLYH Rʦ DOO LQʬLGHU ʭUDGLQʧʠ 6R DQ DʥʥʮUDʭH ʩHDʬʮUH Rʦ ʭʨH ʧDLQʬ DYDLODʤOH ʦURʩ
LʩʪOHʩHQʭLQʧ ʭʨH UHʥRʩʩHQGDʭLRQ LQ ʭʨH DUʭLʥOH ʩD\ ʤH ʤHʭʭHU ʥRʩʪDUHG ʭR ʭʨH ʥʮUUHQʭ UHʧLʩH
LQ ZʨLʥʨ Dʭ OHDʬʭ ʬRʩH ʦRUʩʬ Rʦ LQʬLGHU ʭUDGLQʧ DUH ʪURʨLʤLʭHGʠ

��ʢ 0RUH ʬʪHʥLʦLʥDOO\ ʭʨH DQDO\ʬLʬ Rʦ ʪROLʥ\ Lʬ ʤHʬʭ ʥDUULHG ʤ\ʩHDQʬ Rʦ DʪʪO\LQʧ D ʬRʥLDO
ZHOʦDUH ʦʮQʥʭLRQʠ ʣ ʬRʥLDO ZHOʦDUH ʦʮQʥʭLRQ ˠʥRQʥHʪʭʮDOL˅Hʬ ʭʨH ʬʭDʭʮʬ ʫʮR DQG HDʥʨ ʪROLʥ\
DOʭHUQDʭLYH Dʬ D ʪDʭʭHUQ Rʦ ZHOO�EHLQJ DʥURʬʬ ʭʨH ʪRʪʮODʭLRQ Rʦ ʥRQʥHUQʠˡ 0DʭʭʨHZ ʺʠ ʣGOHU� $
%HWWHU &DOFXOXV IRU 5HJXODWRUV� )URP &RVW�%HQHILW $QDO\VLV WR WKH 6RFLDO :HOIDUH )XQFWLRQ� �
ʝʺʮNH8QLYʠ 3ʨLORʬRʪʨ\ʳ3ʮʤʠ 3ROLʥ\�ˀRUNLQʧ 3DʪHU ʻHʤʠ ���ʡʞʸ VHH DOVR0ʣʿʿʼ(ˀʺʠʣʺ/(5�
ˀ(//ʟ%(,1*ʣ1ʺʻʣ,5ʺ,6ʿ5,%8ʿ,21ʷ%(<21ʺʹ26ʿʟ%(1(ʻ,ʿʣ1ʣ/<6,6 ʝ����ʞʠ
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LQVLGHU WUDGLQJ LV RU LV QRW SURKLELWHG� 2Q WKH RQH KDQG� WZR JURXSV
FRXOG EHQHILW IURP DFFHVV WR LQVLGH LQIRUPDWLRQ LQ WKH DEVHQFH RI
DQ LQVLGHU WUDGLQJ SURKLELWLRQ� 7KH ILUVW JURXS ZRXOG EH HPSOR\HHV
DW SXEOLF FRPSDQLHV DQG HPSOR\HHV DW ILUPV WKDW LQWHUDFW ZLWK
SXEOLF FRPSDQLHV RQ D UHJXODU EDVLV� VXFK DV LQYHVWPHQW EDQNV�
DFFRXQWLQJ ILUPV� DQG ODZ ILUPV� 1HLWKHU SXEOLF FRPSDQ\
HPSOR\HHV QRU HPSOR\HHV DW SURIHVVLRQDO VHUYLFH ILUPV DSSHDU WR
EH HVSHFLDOO\ QHHG\� 7KH VHFRQG JURXS RI SRWHQWLDO EHQHILFLDULHV LQ
WKH DEVHQFH RI DQ LQVLGHU WUDGLQJ SURKLELWLRQ PLJKW EH WKH ILUPV
ZKRVH DFWLYLWLHV JHQHUDWH WKH LQVLGH LQIRUPDWLRQ� $W OHDVW LQ
WKHRU\� WKHVH ILUPV FRXOG FDSWXUH WKH YDOXH RI WKH LQVLGH
LQIRUPDWLRQ WKH\ SURGXFH E\ UHGXFLQJ FRPSHQVDWLRQ WR RIIVHW JDLQV
WKHLU HPSOR\HHV UHDOL]H IURP LQVLGHU WUDGLQJ���� 7KH EHQHILFLDULHV
LQ WKLV FDVH ZRXOG EH WKH VKDUHKROGHUV RI WKH ILUP JHQHUDWLQJ WKH
LQVLGH LQIRUPDWLRQ UDWKHU WKDQ WKH HPSOR\HHV ZKR ILUVW JDLQ DFFHVV
WR DQG WUDGH RQ WKLV LQIRUPDWLRQ� $JDLQ� WKHUH GRHV QRW DSSHDU WR
EH DQ\WKLQJ HVSHFLDOO\ QHHG\ DERXW WKLV FRKRUW RI VKDUHKROGHUV����

2Q WKH RWKHU KDQG� LI WKH XVH RI LQVLGH LQIRUPDWLRQ IRU
WUDGLQJ SXUSRVHV LV SURKLELWHG WKHQ WKH PRVW OLNHO\ EHQHILFLDULHV
ZRXOG EH WKRVH ZKR KROG SXEOLF VHFXULWLHV RU KDYH DQ LQWHUHVW LQ
ILUPV WKDW UDLVH FDSLWDO LQ SXEOLF VHFXULWLHV PDUNHWV���� +ROGHUV RI
SXEOLF VHFXULWLHV DQG FDSLWDO UDLVHUV DUH DOVR DIIOXHQW JURXSV���� 2Q
ILUVW LPSUHVVLRQ� WKHUH GR QRW DSSHDU WR EH GLVWULEXWLRQDO HIIHFWV
WKDW VKRXOG FDXVH FRQFHUQ DERXW DGRSWLQJ WKH PRVW HIILFLHQW
VROXWLRQ WR WKH ZDVWHIXO FRPSHWLWLRQ SUREOHPV FUHDWHG E\ LQVLGHU
WUDGLQJ� D EDQ RQ DOO WUDGLQJ EDVHG RQ LQVLGH LQIRUPDWLRQ�

�� &ULPLQDOL]DWLRQ

$Q DGGLWLRQDO SROLF\ GHEDWH DERXW LQVLGHU WUDGLQJ LV ZKHWKHU
WKRVH ZKR WUDGH RQ LQVLGH LQIRUPDWLRQ VKRXOG EH VXEMHFW WR ERWK FLYLO
DQG FULPLQDO SHQDOWLHV� ,Q WKH 8QLWHG 6WDWHV \RX FDQ� DQG PDQ\ GR�
JR WR MDLO IRU LQVLGHU WUDGLQJ���� 7KH GLVFXVVLRQ WKXV IDU DERXW WKH
EHQHILWV RI RXWODZLQJ DOO WUDGLQJ EDVHG RQ LQVLGH LQIRUPDWLRQ DV WKH

��� 6HH VXSUD QRWHV �� DQG DFFRPSDQ\LQJ WH[W�
��� ,I DQ\WKLQJ� IURP D ZHDOWK LQHTXDOLW\ SHUVSHFWLYH� VXFK D GLVWULEXWLRQ PD\

EH ZRUVH� EHFDXVH VRPH LQVLGH LQIRUPDWLRQ PD\ EH JHQHUDWHG E\ SULYDWH ILUPV� DQG
RZQHUVKLS RI SULYDWH ILUPV PD\ EH HYHQ PRUH VNHZHG WRZDUG WKH ZHOO�RII WKDQ WKH
RZQHUVKLS RI SXEOLF VHFXULWLHV JHQHUDOO\�

��� 6HH VXSUD 6HFWLRQ ,,�&���
��� 6HH� H�J�� 3DWULFLD &RKHQ�:H $OO +DYH D 6WDNH LQ WKH 6WRFN 0DUNHW� 5LJKW" *XHVV

$JDLQ� 1�<� 7,0(6 �)HE� �� ������ KWWSV���ZZZ�Q\WLPHV�FRP������������EXVLQHVV�HFRQRP\�VWR
FNV�HFRQRP\�KWPO >KWWSV���SHUPD�FF�3%(��'�6*@ �´$ ZKRSSLQJ �� SHUFHQW RI DOO VWRFNV RZQHG
E\ $PHULFDQV EHORQJ WR WKH ZHDOWKLHVW �� SHUFHQW RI KRXVHKROGV�µ��

��� 6HH 8�6� 6(&� $1' (;&+$1*( &200·1� ',9� 2) (1)·7� ���� $118$/ 5(3257�
KWWSV���ZZZ�VHF�JRY�HQIRUFHPHQW�DQQXDO�UHSRUW������SGI >KWWSV���SHUPD�FF�1=�-�/119@
�LQVLGHU WUDGLQJ SURVHFXWLRQV DQG HQIRUFHPHQW DFWLRQV UHSRUWHG E\ WKH 6�(�&� )LVFDO <HDU ������
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ʤHʬʭ ZD\ ʭR DGGUHʬʬ D ʭZRʟʬLGHG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩ ʬD\ʬ
QRʭʨLQʧ DʤRʮʭ ʥULʩLQDOL˅DʭLRQʠ ʣ ORʧLʥDO ʫʮHʬʭLRQ Lʬ ZʨDʭ ʭʨH
LʩʪOLʥDʭLRQʬ DUH ʦRU ʥULʩLQDOL˅LQʧ LQʬLGHU ʭUDGLQʧ Lʦ ʭʨH UHDʬRQ ʭR
ʪURʨLʤLʭ LQʬLGHU ʭUDGLQʧ Lʬ ʭR DYRLG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ�ʵʶ

/Hʭ ʩH ʬNHʭʥʨ Rʮʭ ʨHUH ZʨDʭ ʭʨH ʥDʬH ʦRU ʥULʩLQDOL˅LQʧ
LQʬLGHU ʭUDGLQʧ ʤDʬHG RQ ʭʨH ʪROLʥ\ DQDO\ʬLʬ DʤRYH ʩLʧʨʭ ORRN
OLNH� ZʨLOH DʥNQRZOHGʧLQʧ ʭʨDʭ ʭʨH ʭRʪLʥ GHʬHUYHʬ D ʩRUH
HʯʭHQʬLYH ʭUHDʭʩHQʭ ʭʨDQ Lʬ ʪURYLGHG ʨHUHʠ , ʬʭDUʭ ʦURʩ ʭʨH
ʬLʩʪOLʬʭLʥ DʬʬʮʩʪʭLRQ ʭʨDʭ ʥULʩLQDOL˅LQʧ DQ RʦʦHQʬH UHʫʮLUHʬ
ʩRUH ʭʨDQ ʰʮʬʭ DQ DUʧʮʩHQʭ ʭʨDʭ ʥHUʭDLQ ʥRQGʮʥʭ Lʬ ʩRUH
HʦʦLʥLHQʭ ʭʨDQ RʭʨHU ʥRQGʮʥʭʠ 2QH ʤDʬLʬ ʦRU ʩDNLQʧ D GLʬʭLQʥʭLRQ
ʤHʭZHHQ ʥLYLO DQG ʥULʩLQDO OLDʤLOLʭ\ ʩLʧʨʭ ʤH� Dʬ 3DʮO 5RʤLQʬRQ
GHʬʥULʤHʬ Lʭ� ʭʨDʭ ˠ˃ʥ˄ULʩLQDO OLDʤLOLʭ\ ʬLʧQDOʬ ʩRUDO
ʥRQGHʩQDʭLRQ Rʦ ʭʨH RʦʦHQGHU� ZʨLOH ʥLYLO OLDʤLOLʭ\ GRHʬ QRʭʠˡ�ʵ�

6ʭDUʭLQʧ ʦURʩ ʭʨH DʬʬʮʩʪʭLRQ ʭʨDʭ ʥULʩLQDOL˅LQʧ DQ RʦʦHQʬH
ʩDNHʬ ʭʨHʩRʬʭ ʬHQʬHZʨHQ ʭʨH ʤHʨDYLRU LQ ʫʮHʬʭLRQ ʭULʧʧHUʬʩRUDO
ʥRQGHʩQDʭLRQ� ʭʨH UHOHYDQʭ ʫʮHʬʭLRQ ʤHʥRʩHʬ ZʨHʭʨHU ʭʨH ʥʨRLʥH
ʭR HQʧDʧH LQ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʭULʧʧHUʬ ʦHHOLQʧʬ Rʦ ʩRUDO
ʥRQGHʩQDʭLRQʠ ʣ ʪUHOLʩLQDU\ DQʬZHU ʭR ʭʨLʬ ʫʮHʬʭLRQ ʥRʩHʬ ʦURʩ
RʭʨHU ʬLʭʮDʭLRQʬ ZʨHUH ʪHRʪOH HQʧDʧH LQ ʥRʩʪHʭLʭLRQ ʭʨDʭ DʪʪHDUʬ
ʭR ʤH ZDʬʭHʦʮOʠ 2QH HʯDʩʪOH Rʦ ʬʮʥʨ D ʬLʭʮDʭLRQ ʭʨDʭ ʩLʧʨʭ UHYHDO
ZʨHʭʨHU ʩRUDO ʦHHOLQʧʬ DUH ʭULʧʧHUHG ʤ\ HQʧDʧLQʧ LQ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ DUH ʭʨH UHDʥʭLRQʬ ʪHRʪOH ʨDYH ZʨHQ RʭʨHUʬ ʥʮʭ LQ OLQHʠ

ʹʮʭʭLQʧ LQ OLQH UHDOORʥDʭHʬ ZDLʭLQʧ ʭLʩH ʦURʩ ʭʨRʬH ZʨR ʥʮʭ
LQ OLQH ʭR ʭʨRʬH ZʨR GR QRʭ ʥʮʭ DQG QRZ ʨDYH D ORQʧHU ZDLʭ ZLʭʨRʮʭ
ʪURYLGLQʧ DQ\ RʤYLRʮʬ HʦʦLʥLHQʥ\ ʧDLQʬʠ ʿʨH ʪUDʥʭLʥH Rʦ ʥʮʭʭLQʧ LQ
OLQH Lʬ DQ HʯDʩʪOH Rʦ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ 6HYHUDO ʬʭʮGLHʬ ʨDYH
ʦRʮQG ʭʨDʭ ʪHRʪOH ʨDYH ʬʭURQʧ ʦHHOLQʧʬ Rʦ GLʬDʪʪURYDO ʭRZDUG ʭʨRʬH
ZʨR ʥʮʭ LQ OLQH� LQʥOʮGLQʧ ZRUN ʤ\ 0DULH ʼHOZHʧʟ/DUʬHQ DQG
%DUʤDUD /R0RQDʥR��ʵʡ 5LʥʨDUG /DUʬRQ��ʵ� 6ʭDQOH\ 0LOʧUDʩ DQG
ʥROOHDʧʮHʬ��ʵʢ DQG ʻHOLʯ 2ʤHUʨRO˅HUʟ*HHʠ�ʶ� ʿʨHʬH ʦLQGLQʧʬ ʬʮʧʧHʬʭ
ʭʨHUH Lʬ D ʬʭURQʧ ʩRUDO DQʭLʪDʭʨ\ ʭRZDUG ʭʨRʬH ZʨR HQʧDʧH LQ
ʥRʩʪHʭLʭLRQ ʭR ʦʮUʭʨHU ʭʨHLU RZQ LQʭHUHʬʭʬ ʬROHO\ Dʭ ʭʨH HʯʪHQʬH Rʦ
RʭʨHUʬʠ ʿʨLʬ NLQG Rʦ ʩRUDO DʪʪURʤDʭLRQ ʬʮʧʧHʬʭʬ ʭʨDʭ ʭʨH

�ʵʶ ʣGDʩ 3ULʭʥʨDUG DʬNHG ʪUHʥLʬHO\ ʭʨLʬ ʫʮHʬʭLRQ Dʭ D ʪUHʬHQʭDʭLRQ Rʦ DQ HDUOLHU
YHUʬLRQ Rʦ ʭʨLʬ ʪURʰHʥʭʠ

�ʵ� 3DʮO ʼʠ 5RʤLQʬRQ� 7KH &ULPLQDO�&LYLO 'LVWLQFWLRQ DQG WKH 8WLOLW\ RI 'HVHUW�
ʡ� %ʠ8ʠ /ʠ 5(9ʠ ���� ��� ʝ�ʢʢ�ʞʠ 5RʤLQʬRQ� ʤ\ ʭʨH ZD\� UHʰHʥʭʬ ʭʨLʬ YLHZ Rʦ ʭʨH DʪʪURʪULDʭH
ʤDʬLʬ ʦRU ʭʨH ʥLYLOʴʥULʩLQDO GLʬʭLQʥʭLRQ Dʬ ʭRR ʬLʩʪOLʬʭLʥʠ

�ʵʡ 0DULHʼHOZHʧʟ/DUʬHQʳ%DUʤDUD/ʠ/R0RQDʥR�4XHXLQJ$PRQJ8�)DQV�5HDFWLRQV
WR 6RFLDO 1RUP9LRODWLRQV� �� ʠ̔ʣ33/,(ʺ62 ʠ́36ʹ<ʼ2/ʠ��ʡ�����ʵ˟� �ʁ ���ʢ˟ʢ� ʝ����ʞʠ

�ʵ� 5LʥʨDUG ʹʠ /DUʬRQ� 3HUVSHFWLYH RQ 4XHXHV� 6RFLDO -XVWLFH DQG WKH 3V\FKRORJ\
RI 4XHXHLQJ� �ʶ 23(5ʣʿ,216 5(6ʠ �ʢʶ� �ʢʡ ʝ�ʢ�ʡʞʠ

�ʵʢ 6ʭDQOH\ 0LOʧUDʩ Hʭ DOʠ� 5HVSRQVH WR ,QWUXVLRQ ,QWR :DLWLQJ /LQHV� ʶ� ʽʠ
3(5621ʣ/,ʿ< ʳ 62ʹʠ 36ʹ<ʼ2/ʠ ��� ʝ�ʢ��ʞʠ

�ʶ� ʻHOLʯ 2ʤHUʨRO˅HUʟ*HH� $ 0DUNHW IRU 7LPH )DLUQHVV DQG (IILFLHQF\ LQ :DLWLQJ
/LQHV� ʶʢ ʾ<ʾ/26 ʵ�ʡ� ʵ�ʢ˟�� ʝ����ʞʠ
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LʩʪOHʩHQʭDʭLRQ Rʦ D ʪROLʥ\ ZLʭʨ ʭʨH RʤʰHʥʭLYH Rʦ DYRLGLQʧ ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ ʩD\ ʰʮʬʭLʦ\ ʤRʭʨ ʥLYLO DQG ʥULʩLQDO ʪHQDOʭLHʬʠ ʣ ʩRUH
HODʤRUDʭH ʥRQʬLGHUDʭLRQ Rʦ ʭʨH ʩRUDO GLʬʭDʬʭH ʦRU ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ DQG Lʭʬ UHODʭLRQ ʭR ʭʨH ʥULʩLQDOL˅DʭLRQ Rʦ LQʬLGHU
ʭUDGLQʧ Lʬ ʤH\RQG ʭʨH ʬʥRʪH Rʦ ʭʨLʬ DUʭLʥOHʠ

9ʠ 32/,ʹ< ,03/,ʹʣʿ,216 2ʻ ʣ1 ,16,ʺ(5 ʿ5ʣʺ,1*
352ʼ,%,ʿ,21 ʺ(6,*1(ʺ ʿ2 ʣ92,ʺˀʣ6ʿ(ʻ8/
ʹ203(ʿ,ʿ,21

ʿʨH DQDO\ʬLʬ DʤRYH ʬʨRZʬ Zʨ\ LQʬLGH LQʦRUʩDʭLRQ LQYLʭHʬ
ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʤRʭʨ Dʭ Lʭʬ ʬRʮUʥH DQG LQ Lʭʬ ʮʬH DQG DUʧʮHʬ ʭʨDʭ
ʭʨH ʤHʬʭ ZD\ ʭR DYRLG ʭʨLʬ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Lʬ ʭR RʮʭODZ DOO
ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQʠ�ʶ� ʿʨUHH ʬʪHʥLʦLʥ ʪROLʥ\
UHʥRʩʩHQGDʭLRQʬ ʦROORZ ʦURʩ ʭʨLʬ ʥRQʥOʮʬLRQʠ ʻLUʬʭ� ʦHGHUDO
OHʧLʬODʭLRQ ʬʨRʮOG ʤH HQDʥʭHG ʭʨDʭ ʤDQʬ DOO ʭUDGLQʧ ʤDʬHG RQ LQʬLGH
LQʦRUʩDʭLRQ DQG QRʭ ʰʮʬʭ ʭUDGLQʧ ʤDʬHG RQ ZURQʧʦʮOO\ DʥʫʮLUHG
LQʦRUʩDʭLRQʠ 6HʥRQG� ʭʨHUH Lʬ QR UHDʬRQ ʭR UHʫʮLUH ʪURRʦ ʭʨDʭ D ʭLʪʪHU
UHʥHLYHG D ʪHUʬRQDO ʤHQHʦLʭ ʭR ʪURʬHʥʮʭH ʬRʩHRQH ʦRU HLʭʨHU ʭLʪʪLQʧ
LQʬLGH LQʦRUʩDʭLRQ RU ʦRU ʭUDGLQʧ ʤDʬHG RQ LQʬLGH LQʦRUʩDʭLRQ
UHʥHLYHG ʦURʩ D ʭLʪʪHUʠ ʿʨLUG� ʭʨH ʪRʬʬHʬʬLRQ Rʦ LQʬLGH LQʦRUʩDʭLRQ
ʬʨRʮOG ʤH HQRʮʧʨ ʭR ʭULʧʧHU DQ LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQʠ

$� )HGHUDO /HJLVODWLRQ

,Q ʭʨLʬ 6HʥʭLRQ , ʥRQʬLGHU ʭʨH LʩʪOLʥDʭLRQʬ ʦRU ʦHGHUDO
OHʧLʬODʭLRQ� DQG� ʩRUH ʬʪHʥLʦLʥDOO\� ʭʨH ,ʿ3ʣ Lʦ RQH DʥʥHʪʭʬ ʭʨDʭ
DYRLGLQʧ ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ Lʬ D ʬRʮQG ʰʮʬʭLʦLʥDʭLRQ ʦRU
ʪURʨLʤLʭLQʧ LQʬLGHU ʭUDGLQʧʠ ʣʬ ʩHQʭLRQHG LQ ʭʨH ,QʭURGʮʥʭLRQ� ʭʨH
ʼRʮʬH Rʦ 5HʪUHʬHQʭDʭLYHʬ LQ ʺHʥHʩʤHU Rʦ ���ʢ DQG DʧDLQ LQ 0D\
���� ʪDʬʬHG LQʬLGHU ʭUDGLQʧ OHʧLʬODʭLRQ ZLʭʨ ʤLʪDUʭLʬDQ ʬʮʪʪRUʭʠ�ʶ�
%Rʭʨ Rʦ ʭʨHʬH ʪLHʥHʬ Rʦ OHʧLʬODʭLRQ UHʪUHʬHQʭ D ZHOʥRʩH HʦʦRUʭ ʭR
ʪODʥH ʭʨH ʥULʩH Rʦ LQʬLGHU ʭUDGLQʧ RQ D ʬʭDʭʮʭRU\ ʦRʮQGDʭLRQ� ZʨLʥʨ
Lʬ ʪUHʦHUDʤOH ʭR ʪURʬHʥʮʭLQʧ ʥULʩHʬ ʤDʬHG RQ D ʦHGHUDO ʥRʩʩRQ ODZ
ʪURʨLʤLʭLRQʠ

ʼRZHYHU� ʤRʭʨ ʭʨH ,ʿ3ʣ Rʦ ���ʢ DQG ʭʨH ,ʿ3ʣ Rʦ ����
ʥRQGLʭLRQ LQʬLGHU ʭUDGLQʧ OLDʤLOLʭ\ RQ ZʨHʭʨHU ʩDʭHULDO QRQʪʮʤOLʥ
LQʦRUʩDʭLRQ Lʬ ZURQʧʦʮOO\ DʥʫʮLUHG DQG QRʭ RQ ʭʨH QDʭʮUH Rʦ ʭʨH
LQʦRUʩDʭLRQ LʭʬHOʦʠ ʻRU HʯDʩʪOH� ʭʨH ,ʿ3ʣ Rʦ ���ʢ ʬʭDʭHʬ ʭʨDʭʷ

˃L˄ʭ ʬʨDOO ʤH ʮQODZʦʮO ʦRU DQ\ ʪHUʬRQ� GLUHʥʭO\ RU LQGLUHʥʭO\� ʭR ʪʮUʥʨDʬH
˃RU˄ ʬHOO ʠ ʠ ʠ ZʨLOH DZDUH Rʦ ʩDʭHULDO� QRQʪʮʤOLʥ LQʦRUʩDʭLRQ UHODʭLQʧ ʭR
ʬʮʥʨ ʬHʥʮULʭ\ ʠ ʠ ʠ Lʦ ʬʮʥʨ ʪHUʬRQ NQRZʬ� RU UHʥNOHʬʬO\ GLʬUHʧDUGʬ� ʭʨDʭ

�ʶ� 6HH VXSUD 3DUʭʬ ,, ʳ ,9ʠ
�ʶ� 6HH ��� ʹ21*ʠ 5(ʹʠ ʼʢ�ʡ�˟ʼʢ�ʡʢ� VXSUD QRʭH �ʢʠ
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VXFK LQIRUPDWLRQ KDV EHHQ REWDLQHG ZURQJIXOO\� RU WKDW VXFK SXUFKDVH
RU VDOH ZRXOG FRQVWLWXWH D ZURQJIXO XVH RI VXFK LQIRUPDWLRQ����

2EVHUYH WKDW RQO\ WKH XVH RI LQIRUPDWLRQ ZURQJIXOO\
DFTXLUHG YLRODWHV WKH ODZ� 7KLV NLQG RI ´ZURQJIXOµ DFTXLVLWLRQ WHVW
LV IDPLOLDU WR VWXGHQWV DQG VFKRODUV VWXG\LQJ LQVLGHU WUDGLQJ ODZ LQ
WKH 8QLWHG 6WDWHV� /LPLWLQJ LQVLGHU WUDGLQJ OLDELOLW\ WR VLWXDWLRQV
LQYROYLQJ ZURQJIXOO\ DFTXLUHG LQIRUPDWLRQ LV� IRU H[DPSOH� WKH
EDVLV IRU WKH PLVDSSURSULDWLRQ WKHRU\ RI LQVLGHU WUDGLQJ����

:KLOH SURYLGLQJ D VWDWXWRU\ IRXQGDWLRQ IRU LQVLGHU
WUDGLQJ OLDELOLW\ LV D ODXGDWRU\ XQGHUWDNLQJ� WKHUH LV DQ
LPSRUWDQW SROLF\ TXHVWLRQ WKDW HQDFWLQJ WKH ,73$ RI ���� RU DQ\
RWKHU IHGHUDO LQVLGHU WUDGLQJ OHJLVODWLRQ VKRXOG QRW VNLS RYHU�
7KH HIIRUW WR LPSURYH RQ WKH IHGHUDO FRPPRQ ODZ RI LQVLGHU
WUDGLQJ RIIHUV DQ RSSRUWXQLW\ WR FDUU\ RXW D PRUH IXQGDPHQWDO
UHHYDOXDWLRQ RI LQVLGHU WUDGLQJ SROLF\� $Q LQVLGHU WUDGLQJ
SURKLELWLRQ QHHG QRW EH FRQGLWLRQHG RQ ZKHWKHU LQIRUPDWLRQ LV
DFTXLUHG ZURQJIXOO\� )RU H[DPSOH� WKH 0$' SURYLVLRQ LQ WKH (8

��� ,QVLGHU7UDGLQJ3URKLELWLRQ$FW RI �����+�5������ ���WK&RQJ� � ��$�D� �HPSKDVLV
DGGHG�� 7KLV FKRLFH WR SURKLELW WUDGLQJ RQ PDWHULDO QRQSXEOLF LQIRUPDWLRQ WR VLWXDWLRQV ZKHUH
LQIRUPDWLRQ LV ZURQJIXOO\ REWDLQHG UDLVHV VHYHUDO TXHVWLRQV� 2QH TXHVWLRQ LV ZKHWKHU DQ\
ZURQJIXO DFTXLVLWLRQ RI PDWHULDO QRQSXEOLF LQIRUPDWLRQ ZRXOG WULJJHU D SURKLELWLRQ RQ WUDGLQJ�
RU LI RQO\ FHUWDLQ W\SHV RI ZURQJIXO FRQGXFW VKRXOG WULJJHU WKH LQVLGHU WUDGLQJ SURKLELWLRQ� 7KH
,73$ RI ���� DQG WKH ,73$ RI ���� SURYLGH DQ H[FOXVLYH OLVW RI WKH VSHFLILF NLQGV RI ZURQJIXO
DFTXLVLWLRQ RI LQIRUPDWLRQ WKDW ZRXOG WULJJHU LQVLGHU WUDGLQJ OLDELOLW\� 7KH OLVWV RI WKH ZURQJIXO
FRQGXFW WKDW FDQ WULJJHU LQVLGHU WUDGLQJ OLDELOLW\ LQFOXGH WKHIW� EULEHU\� PLVUHSUHVHQWDWLRQ�
HVSLRQDJH� YLRODWLRQ RI IHGHUDO ODZV SURWHFWLQJ FRPSXWHU GDWD� LQWHOOHFWXDO SURSHUW\� RU SULYDF\�
FRQYHUVLRQ�PLVDSSURSULDWLRQ� RWKHUXQDXWKRUL]HGDQGGHFHSWLYH WDNLQJRI VXFK LQIRUPDWLRQ� DQG
YDULRXV W\SHV RI EUHDFKHV RI ILGXFLDU\ RU RWKHU UHODWLRQVKLSV� ,G� DW �F����� 'RQQD1DJ\ DQG , KDYH
DUJXHG WKDW WKH ´VHOHFWLYH GLVFORVXUH RI PDWHULDO QRQSXEOLF LQIRUPDWLRQµ LQ YLRODWLRQ RI
5HJXODWLRQ )' VKRXOG EH VXIILFLHQWO\ ZURQJIXO WR WULJJHU WKH LQVLGHU WUDGLQJ SURKLELWLRQ� 6HH
*XWWHQWDJ� 6HOHFWLYH 'LVFORVXUH� VXSUD QRWH ��� ���²��� 'RQQD 0� 1DJ\� %H\RQG 'LUNV�
*UDWXLWRXV 7LSSLQJ DQG ,QVLGHU 7UDGLQJ� �� -�&253�/$: ��� ��²�� ������� -RKQ $QGHUVRQ KDV
UHVSRQGHG WKDW RXU FODLPV UHSUHVHQW DQ XQMXVWLILHG ´FUHDWLYH H[SDQVLRQµ RI ZKHQ ZURQJIXO
FRQGXFW VKRXOG WULJJHU LQVLGHU WUDGLQJ OLDELOLW\� 6HH $1'(5621� VXSUD QRWH ��� DW ��²���
8QIRUWXQDWHO\� QHLWKHU YHUVLRQ RI WKH ,73$ UHVROYHV WKLV LPSRUWDQW SROLF\ TXHVWLRQ�

$Q DOWHUQDWLYH DSSURDFK ZRXOG DYRLG SURYLGLQJ DQ H[FOXVLYH OLVW RI WKH NLQGV RI
ZURQJIXO FRQGXFW WKDW FRXOG WULJJHU LQVLGHU WUDGLQJ OLDELOLW\� 7KLV DOWHUQDWLYH DSSURDFK LV
UHFRPPHQGHG LQ D UHSRUW LVVXHG E\ D WDVN IRUFH FRQYHQHG E\ 3UHHW %KDUDUD� WKH IRUPHU 8QLWHG
6WDWHV $WWRUQH\ IRU WKH 6RXWKHUQ 'LVWULFW RI 1HZ <RUN� 7KDW WDVN IRUFH UHFRPPHQGHG WKDW DQ
LQVLGHU WUDGLQJ VWDWXWH ´VKRXOG FOHDUO\ DQG H[SUHVVO\ SURKLELW WUDGLQJ LQ VHFXULWLHV EDVHG RQ DQ\
VXFK ¶ZURQJIXOO\ REWDLQHG· PDWHULDO QRQSXEOLF LQIRUPDWLRQ�µ '(3·7 2) -867,&(� 7+( %+$5$5$
7$6. )25&( 21 ,16,'(5 75$',1* �� ������� KWWSV���VWDWLF��VTXDUHVSDFH�FRP�VWDWLF��H�I��
��G���ID�I�EDF�����W��H�D�H�G��H�F��DHIF��������������������5HSRUW�RI�WKH�%KDUDUD�7
DVN�)RUFH�RQ�,QVLGHU�7UDGLQJ�SGI >KWWSV���SHUPD�FF�;$�7��;9�@� 7KH %KDUDUD 7DVN )RUFH
LQFOXGHV D SURSRVDO DV WR KRZ WR FDWHJRUL]H ZURQJIXO FRQGXFW WKDW LQFOXGHV ´�D� GHFHSWLRQ� IUDXG�
RU PLVUHSUHVHQWDWLRQ� �E� EUHDFKHV RI GXWLHV RI WUXVW RU FRQILGHQFH RU EUHDFK RI DQ DJUHHPHQW WR
NHHS LQIRUPDWLRQ FRQILGHQWLDO� H[SUHVV RU LPSOLHG� �F� WKHIW� PLVDSSURSULDWLRQ� RU HPEH]]OHPHQW�
RU �G� XQDXWKRUL]HG DFFHVV WR HOHFWURQLF GHYLFHV� GRFXPHQWV� RU LQIRUPDWLRQ�µ ,G� DW ���

��� 7KH PLVDSSURSULDWLRQ WKHRU\ RI LQVLGHU WUDGLQJ ´KROGV WKDW D SHUVRQ FRPPLWV
IUDXG ¶LQ FRQQHFWLRQ ZLWK· D VHFXULWLHV WUDQVDFWLRQ� DQG WKHUHE\ YLRODWHV � ���E� DQG 5XOH
��E��� ZKHQ KH PLVDSSURSULDWHV FRQILGHQWLDO LQIRUPDWLRQ IRU VHFXULWLHV WUDGLQJ SXUSRVHV�
LQ EUHDFK RI D GXW\ RZHG WR WKH VRXUFH RI WKH LQIRUPDWLRQ�µ 8QLWHG 6WDWHV Y� 2·+DJDQ� ���
8�6� ���� ��� �������



����@ $92,',1* :$67()8/ &203(7,7,21 ���

FRQGLWLRQV OLDELOLW\ QRW RQ WKH ZURQJIXOQHVV RI WKH DFTXLVLWLRQ RI
LQIRUPDWLRQ EXW RQ WKH SUHFLVLRQ DQG VRXUFH RI WKH LQIRUPDWLRQ����

,I , DP FRUUHFW WKDW DYRLGLQJ ZDVWHIXO FRPSHWLWLRQ LV WKH
EHVW UHDVRQ WR SURKLELW LQVLGHU WUDGLQJ� WKLV KDV D FOHDU LPSOLFDWLRQ
IRU ZKHWKHU WR FRQGLWLRQ LQVLGHU WUDGLQJ OLDELOLW\ RQ ZKHWKHU
LQIRUPDWLRQ LV ZURQJO\ DFTXLUHG� 7KH SUREOHPV RI ZDVWHIXO
FRPSHWLWLRQ IRU LQVLGH LQIRUPDWLRQ DULVH UHJDUGOHVV RI ZKHWKHU
LQIRUPDWLRQ LV ULJKWIXOO\ RU ZURQJIXOO\ DFTXLUHG� ,QVLGHU WUDGLQJ
VDQFWLRQHG E\ D ILUP FDQ DOVR WULJJHU D ZDVWHIXO DUPV UDFH� 7KH
]HUR�VXP JDPH WULJJHUHG E\ HIIRUWV WR H[SORLW LQIRUPDWLRQDO
DGYDQWDJHV LQ WUDGLQJ PDUNHWV DULVHV ZKHQHYHU LW LV GLIILFXOW IRU
WKH WUDQVDFWLQJ SDUWLHV WR HDVLO\ GLVFHUQ ZKR LV EHWWHU LQIRUPHG�
DQG WKLV LV D SUREOHP ZKHWKHU WKH SHUVRQ WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ ZURQJIXOO\ DFTXLUHG WKH LQIRUPDWLRQ RU QRW�

7KH EHWWHU DSSURDFK WR DGGUHVVLQJ WKH ZDVWHIXO
FRPSHWLWLRQ SUREOHP FUHDWHG E\ LQVLGH LQIRUPDWLRQ LV WR ORRN WR
WKH QDWXUH RI WKH LQIRUPDWLRQ LQYROYHG WR GHWHUPLQH ZKHWKHU
WUDGLQJ VKRXOG EH SURKLELWHG� 7KH QDWXUH RI WKH LQIRUPDWLRQ FDQ
SURYLGH JXLGDQFH DV WR ZKHWKHU WKH LQIRUPDWLRQ LV OLNHO\ WR EH
SURGXFHG DV D E\SURGXFW RI RWKHU DFWLYLWLHV DQG WR WULJJHU DQ
DUPV UDFH WR WUDGH RQ YDOXH UHOHYDQW LQIRUPDWLRQ� ,QIRUPDWLRQ
JHQHUDWHG DV D E\SURGXFW RI RWKHU DFWLYLWLHV ZLWKLQ WKH ILUP LV
PRUH OLNHO\ WR JHQHUDWH D VXUSOXV DQG WKHUHIRUH LV DOVR PRUH
OLNHO\ WR LQYLWH ZDVWHIXO FRPSHWLWLRQ� 5DWKHU WKDQ SURKLELW
WUDGLQJ EDVHG RQ ZURQJIXOO\ DFTXLUHG LQIRUPDWLRQ� WUDGLQJ
VKRXOG EH SURKLELWHG EDVHG RQ WKH VRXUFH RI WKH LQIRUPDWLRQ
ZLWKRXW UHTXLULQJ D GHWHUPLQDWLRQ RI ZKHWKHU WKH LQIRUPDWLRQ
ZDV ZURQJIXOO\ DFTXLUHG���� 7KHUH DUH WZR V\VWHPV DOUHDG\ LQ
SODFH WKDW SURYLGH D PRGHO RI WKLV EHWWHU DSSURDFK� 7KH ILUVW
H[DPSOH RI WKH EHWWHU DSSURDFK LV WKH LQVLGHU WUDGLQJ SURKLELWLRQ
DGRSWHG E\ WKH (XURSHDQ 8QLRQ �(8�� 7KH (8 SURKLELWLRQ
GHWHUPLQHV ZKR PD\ QRW WUDGH EDVHG RQ ZKHWKHU WKH\ KDYH
FHUWDLQ W\SHV RI SUHFLVH LQIRUPDWLRQ DERXW IXWXUH HYHQWV LQ WKHLU
SRVVHVVLRQ���� $ VHFRQG H[DPSOH RI WKH EHWWHU DSSURDFK LV DQ
LQVLGHU WUDGLQJ SURKLELWLRQ LQ WKH 8QLWHG 6WDWHV� ,Q WKH 8QLWHG
6WDWHV WUDGLQJ ZKHQ LQ SRVVHVVLRQ RI LQIRUPDWLRQ UHODWLQJ WR DQ
XSFRPLQJ WHQGHU RIIHU LV SURKLELWHG ZLWKRXW WKH DGGLWLRQDO
UHTXLUHPHQW WKDW WKH LQIRUPDWLRQ EH ZURQJIXOO\ REWDLQHG����

7KH ,73$ RI ���� PD\ EH DQ LPSURYHPHQW RYHU UHO\LQJ
RQ IHGHUDO FRPPRQ ODZ WR SURKLELW DQG FULPLQDOL]H LQVLGHU

��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD 6HFWLRQ ,9�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
��� 6HH VXSUD QRWHV ��²�� DQG DFFRPSDQ\LQJ WH[W�
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ʭUDGLQʧʠ ʼRZHYHU� DQ LQʬLGHU ʭUDGLQʧ ʬʭDʭʮʭH ʬʨRʮOG DGGUHʬʬ ʭʨH
ʩRʬʭ ʬLʧQLʦLʥDQʭ ʪURʤOHʩ ʥUHDʭHG ʤ\ ʭUDGLQʧ RQ LQʬLGH
LQʦRUʩDʭLRQ� ʭʨH ʭZRʟʬLGHG ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQ ʪURʤOHʩʠ ʿR
DʥʨLHYH ʭʨLʬ RʤʰHʥʭLYH� ʬʮʥʨ D ʬʭDʭʮʭH ʬʨRʮOG ʨRʩH LQ RQ ʭʨH
ʬRʮUʥH Rʦ ʭʨH LQʦRUʩDʭLRQ� QRʭ RQ ZʨHʭʨHU ʭʨH LQʦRUʩDʭLRQ Lʬ
ZURQʧʦʮOO\ DʥʫʮLUHGʠ

%� 7LSSHU�7LSSHH /LDELOLW\

,QʬLGHU ʭUDGLQʧ Lʬ RʦʭHQ ʥDUULHG Rʮʭ ʤ\ D ʬʩDOO ʧURʮʪ Rʦ ʥRʟ
ʥRQʬʪLUDʭRUʬ UDʭʨHU ʭʨDQ ʤ\ DQ LQGLYLGʮDO DʥʭLQʧ DORQHʠ�ʶʢ
ʻUHʫʮHQʭO\� ʭʨH ʪHUʬRQ ZʨR UHʥHLYHʬ LQʬLGH LQʦRUʩDʭLRQ ʦURʩ
ZLʭʨLQ DQ RUʧDQL˅DʭLRQ GRHʬ QRʭ ʭUDGH RQ ʭʨDʭ LQʦRUʩDʭLRQ� ʤʮʭ
UDʭʨHU ʪDʬʬHʬ LQʦRUʩDʭLRQ RQ ʭR RʭʨHUʬ ZʨR DUH ʭʨH RQHʬ ZʨR
ʮOʭLʩDʭHO\ ʭUDGH ʤDʬHG RQ ʭʨDʭ LQʦRUʩDʭLRQʠ ʿʨRʬH ZʨR ʪDʬʬ RQ
ʭʨH LQʬLGH LQʦRUʩDʭLRQ DUH UHʦHUUHG ʭR Dʬ ʭLʪʪHUʬ� DQG ʭʨRʬH ZʨR
UHʥHLYH ʭʨH LQʬLGH LQʦRUʩDʭLRQ DUH ʭLʪʪHHʬʠ

ʿʨH ʫʮHʬʭLRQ Rʦ ZʨHʭʨHU ʭLʪʪHUʬ DQG ʭLʪʪHHʬ ʬʨRʮOG ʦDʥH
OLDʤLOLʭ\ ʮQGHU ʭʨH ʥʮUUHQʭ ʦHGHUDO ʥRʩʩRQ ODZ ʦUDʮGʟʤDʬHG
UHʧLʩH ʭʨDʭ ʧRYHUQʬ LQʬLGHU ʭUDGLQʧ LQ ʭʨH 8QLʭHG 6ʭDʭHʬ UDLʬHʬ
D ʨRʬʭ Rʦ GLʦʦLʥʮOʭ GRʥʭULQDO ʫʮHʬʭLRQʬʠ��� ʿʨLʬ Lʬ ʤHʥDʮʬH ʭʨHUH Lʬ
ˠQR RʤYLRʮʬ ʥRʩʩRQ ODZ ʪUHʥHGHQʭ ˃ʭʨDʭ˄ ʬʮʧʧHʬʭʬ ʨRZ ʭR
GHʭHUʩLQH ZʨHQ ʭʨH ʬHOHʥʭLYH GLʬʥORʬʮUH Rʦ ʩDʭHULDO QRQʪʮʤOLʥ
LQʦRUʩDʭLRQ ʥRQʬʭLʭʮʭHʬ D GHʥHʪʭLYH ʪUDʥʭLʥHʠˡ���

ʿʨH ʥʮUUHQʭ ʭHʬʭ ʦRU OLDʤLOLʭ\ Rʦ D ʭLʪʪHU ʦRU LQʬLGHU ʭUDGLQʧ
ʥRʩHʬ ʦURʩ ʭʨH �ʢ�� 6ʮʪUHʩH ʹRʮUʭ GHʥLʬLRQ LQ 6(& Y� 'LUNV����
ʿʨH UʮOH HʬʭDʤOLʬʨHG ʤ\ ʭʨH 6ʮʪUHʩH ʹRʮUʭ LQ 'LUNV Lʬ ʭʨDʭ ʭʨH
ʭLʪʪHU DQG ʭLʪʪHH ʦDʥH OLDʤLOLʭ\ ʦRU LQʬLGHU ʭUDGLQʧ RQO\ ZʨHQ ʭʨH
ʭLʪʪHU UHʥHLYHʬ D ˠʪHUʬRQDO˃˄ ʠ ʠ ʠ ʤHQHʦLʭˡ ʦURʩ ʪURYLGLQʧ ʭʨH ʭLʪ
DQG ʭʨH ʭLʪʪHH NQRZʬ RU ʬʨRʮOG ʨDYH NQRZQ Rʦ ʭʨH ʭLʪʪHU˞ʬ

�ʶʢ 6HH� H�Jʠ� 0LʥʨDHO ʺʠ *ʮʭʭHQʭDʧ Hʭ DOʠ� %UDQGHLV· 3ROLFHPDQ� 5HVXOWV IURP D
/DERUDWRU\ ([SHULPHQW RQ +RZ WR 3UHYHQW &RUSRUDWH )UDXG� ʶ ʽʠ (03,5,ʹʣ/ /(*ʣ/ 6ʿ8ʺʠ
��ʢ� �ʵʶ ʝ����ʞʠ

��� 6HH� H�Jʠ� ʾDʭʨOHHQʹROHʬ�7KH'LOHPPDRI WKH5HPRWH7LSSHH� ʵ�*21˂ʠ/ʠ5(9ʠ����
���˟�� ʝ���ʶʴ����ʞʸ1HOʬRQ6ʠ(ʤDʮʧʨ� ,QVLGHU7UDGLQJ/LDELOLW\ IRU7LSSHUV DQG7LSSHHV�$&DOO
IRU WKH &RQVLVWHQW $SSOLFDWLRQ RI WKH 3HUVRQDO %HQHILW 7HVW� �ʢ ʿ(ˁʠ ʽʠ %86ʠ /ʠ ��ʶ� ��� ʝ����ʞʸ
ʻLʬʥʨ� VXSUDQRʭH ʡ�� Dʭ ���˟�ʵʸ*ʮʭʭHQʭDʧ�6HOHFWLYH'LVFORVXUH� VXSUDQRʭH ��� Dʭ ʶ�ʢʸ ʽRQDʭʨDQ
5ʠ0DʥH\�%H\RQG WKH 3HUVRQDO %HQHILW 7HVW� 7KH (FRQRPLFV RI 7LSSLQJ E\ ,QVLGHUV� � 8ʠ 3ʣ ʽʠ/ʠ
ʳ38%ʠʣʻʻʠ�ʶ��ʡʝ���ʡʞʸ1Dʧ\� VXSUDQRʭH�ʶ�ʸʼDUYH\/ʠ3LʭʭʳʾDUOʣ*URʬNDʮʦʩDQLʬ�)DPLO\
7LHV� 7LSSHHV DQG WKH &KHVWPDQ 'HFLVLRQ� 7LPH IRU D 3ULQFLSOHG 'HILQLWLRQ RI ,QVLGHU 7UDGLQJ� ʵ
1Rʠ ʡ ,16,*ʼʿ6 ʡ ʝ�ʢʢ�ʞʸ ʽHʦʦUH\ 3ORʭNLQ� 7KH 7LSSHU %HQHILW 7HVW 8QGHU WKH 0LVDSSURSULDWLRQ
7KHRU\� ��� 1ʠ<ʠ /ʠʽʠ� QRʠ �� ����ʸ ʣʠʹʠ 3ULʭʥʨDUG� ʺLUNʬ DQG WKH *HQHVLV RI 3HUVRQDO %HQHILW� ��
608 /ʠ 5(9ʠ �ʶʡ� �ʶʢ ʝ���ʶʞʸ ʹUDLʧ ˀʠ ʺDYLʬ� ʹRʩʩHQʭ� 0LVDSSURSULDWRUV� 7LSSHHV DQG WKH
,QWHQW�WR�%HQHILW 5XOH� :KDW &DQ :H /HDUQ IURP ʹDG\� 5RʤHUʭʬ� �ʶ 6(ʿ21 ʼʣ// /ʠ 5(9ʠ ����
���˟�ʡ ʝ���ʵʞʸ ʣOOLʬRQ 0ʠ 9LʬʬLʥʨHOOL� 1RʭH� ,QWHQW WR 5HFRQFLOH� 6ʠ(ʠʹʠ Yʠ 2ʤʮʬ� 7KH 6HFRQG
&LUFXLW·V (GLILFDWLRQ RI WKH 7LSSHH 6FLHQWHU 6WDQGDUG� �� ʣ0ʠ8ʠ/ʠ5(9ʠ ʡ��� ʡ�ʡ ʝ����ʞʠ

��� 6HH *ʮʭʭHQʭDʧ� 6HOHFWLYH 'LVFORVXUH� VXSUD QRʭH ��� Dʭ ʶ��˟�ʵʠ
��� 6HH JHQHUDOO\ ʺLUNʬ Yʠ 6(ʹ� ʵ�� 8ʠ6ʠ �ʵ� ʝ�ʢ��ʞʠ
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SHUVRQDO EHQHILW���� 7KHUH DUH PDQ\ UHDVRQV WR FULWLFL]H WKLV
WHVW���� 7KHUH LV DOVR RQJRLQJ WHQVLRQ EHWZHHQ WKH FLUFXLWV DQG
HYHQ ZLWKLQ WKH 6HFRQG &LUFXLW DERXW KRZ H[DFWO\ WR DSSO\ WKH
SHUVRQDO EHQHILW WHVW HVWDEOLVKHG LQ 'LUNV� ,Q ����� LQ WKH FDVH RI
8QLWHG 6WDWHV Y� 1HZPDQ� WKH 6HFRQG &LUFXLW GLVPLVVHG D FDVH
DJDLQVW GHIHQGDQWV $QWKRQ\ &KLDVVRQ DQG 7RG 1HZPDQ DQG
KHOG WKDW WR FRQYLFW D WLSSHH RI LQVLGHU WUDGLQJ WKHUH PXVW EH
HYLGHQFH RI ´D PHDQLQJIXOO\ FORVH SHUVRQDO UHODWLRQVKLS WKDW
JHQHUDWHV DQ H[FKDQJH WKDW LV REMHFWLYH� FRQVHTXHQWLDO� DQG
UHSUHVHQWV DW OHDVW D SRWHQWLDO JDLQ >WR WKH WLSSHU@ RI D SHFXQLDU\
RU VLPLODUO\ YDOXDEOH QDWXUH�µ���

6KRUWO\ DIWHU WKH 1HZPDQ FDVH ZDV GHFLGHG� DQ RSLQLRQ
LQ WKH 1LQWK &LUFXLW LQ 8QLWHG 6WDWHV Y� 6DOPDQ DOVR DGGUHVVHG
WKH TXHVWLRQ RI ZKDW PXVW EH HVWDEOLVKHG WR SURYH WKDW WKH WLSSHU
UHFHLYHG D SHUVRQDO EHQHILW IRU SURYLGLQJ WKH WLS� ,Q WKH 6DOPDQ
FDVH� LQYHVWPHQW EDQNHU 0DKHU .DUD UHSHDWHGO\ SDVVHG
FRQILGHQWLDO LQIRUPDWLRQ JDUQHUHG WKURXJK KLV SRVLWLRQ DW
&LWLJURXS WR KLV EURWKHU� 0LFKDHO .DUD� ZKR� LQ WXUQ� SDVVHG WKH
LQIRUPDWLRQ DORQJ WR %DVVDP 6DOPDQ� ZKR WUDGHG XVLQJ WKLV
LQIRUPDWLRQ���� 7KH 1LQWK &LUFXLW 6DOPDQ RSLQLRQ IRXQG WKDW WKH
WLSSHU� 0DKHU .DUD� KDG UHFHLYHG WKH UHTXLVLWH SHUVRQDO EHQHILW
DQG HPSKDVL]HG WKH VWDWHPHQW LQ 'LUNV WKDW WKH ´H[SORLWDWLRQ RI
QRQSXEOLF LQIRUPDWLRQ DOVR H[LVW>V@ ZKHQ DQ LQVLGHU PDNHV D JLIW
RI FRQILGHQWLDO LQIRUPDWLRQ WR D WUDGLQJ UHODWLYH RU IULHQG�µ��� 7KH
6XSUHPH &RXUW VXEVHTXHQWO\ DIILUPHG WKH 1LQWK &LUFXLW
6DOPDQ RSLQLRQ DQG H[SOLFLWO\ UHMHFWHG WKH 1HZPDQ SDQHO·V
VWDWHPHQW RI WKH SHUVRQDO EHQHILW WHVW����

0HDQZKLOH� LQ 'HFHPEHU RI ���� WKH 6HFRQG &LUFXLW
&RXUW RI $SSHDOV LQ 8QLWHG 6WDWHV Y� %ODV]F]DN DIILUPHG DQ
LQVLGHU WUDGLQJ FRQYLFWLRQ ZLWKRXW HYHQ UHTXLULQJ SURRI WKDW WKH
WLSSHU UHFHLYHG D SHUVRQDO EHQHILW IURP SURYLGLQJ WKH WLS����

��� ,G� DW ����
��� 6HH� H�J�� *XWWHQWDJ� 6HOHFWLYH 'LVFORVXUH� VXSUD QRWH ��� DW ���²���
��� ,G� DW ���²�� �DOWHUDWLRQ LQ RULJLQDO��
��� 8QLWHG 6WDWHV Y� 6DOPDQ� ��� )��G ����� ����²�� ��WK &LU� ������
��� ,G� DW ���� �HPSKDVLV RPLWWHG� �TXRWLQJ 'LUNV� ��� 8�6� DW �����
��� 6DOPDQY�8QLWHG 6WDWHV� ���6�&W� ���� ��� �������0RUH UHFHQWO\ LQ8QLWHG6WDWHV

Y� 0DUWRPD D 6HFRQG &LUFXLW SDQHO ILUVW KHOG ´WKDW WKH ORJLF RI 6DOPDQ DEURJDWHG 1HZPDQ·V
¶PHDQLQJIXOO\ FORVH SHUVRQDO UHODWLRQVKLS· UHTXLUHPHQW�µ EXW WKHQ UHLVVXHG WKHLU RSLQLRQ EDVHG
RQ WKH JURXQGV WKDW 'U� *LOPDQ KDG EHHQ KDQGVRPHO\ SDLG IRU KLV FRQVXOWDWLRQV� PHHWLQJ WKH
¶SHFXQLDU\ JDLQ· UHTXLUHPHQW IRU WKH SHUVRQDO EHQHILW� 8QLWHG 6WDWHV Y� 0DUWRPD �0DUWRPD ,��
���)��G ��� �� ��G&LU� ������ DPHQGHG DQG VXSHUVHGHG E\8QLWHG6WDWHV Y�0DUWRPD �0DUWRPD
,,�� ��� )��G �� ��G &LU� ������ )RU D GLVFXVVLRQ RI WKHVH FDVHV� VHH .DUHQ (� :RRG\� 7KH 1HZ
,QVLGHU 7UDGLQJ� �� $5,=�67�/�5(9� ���� ���²�� ������� VHH DOVR'RQDOG /DQJHYRRUW�:DWFKLQJ
,QVLGHU 7UDGLQJ/DZ:REEOH�2EXV�1HZPDQ� 6DOPDQDQG WKH7ZR0DUWRPDV� DQG D%ODV]F]DN
�²� ������� KWWSV���VFKRODUVKLS�ODZ�JHRUJHWRZQ�HGX�IDFSXE����� >KWWSV���SHUPD�FF�<)%��(8.�@�

��� 8QLWHG 6WDWHV Y� %ODV]F]DN� ��� )��G ��� �� ��G &LU� ������ 7KH SURVHFXWLRQ
EURXJKW FKDUJHV XQGHU VHYHUDO GLIIHUHQW IHGHUDO VWDWXWHV� LQFOXGLQJ 7LWOH �� ZKLFK FRQWDLQV
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%ODV]F]DN LQYROYHG D ʬLʭʮDʭLRQ ZʨHUH DQ HʩʪOR\HH Dʭ ʭʨH ʹHQʭHUʬ
ʦRU 0HGLʥDUH ʳ 0HGLʥDLG 6HUYLʥHʬ� D ʦHGHUDO DʧHQʥ\� ʪURYLGHG D
ʭLʪ ʥRQʬLʬʭLQʧ Rʦ ʩDʭHULDO QRQʪʮʤOLʥ LQʦRUʩDʭLRQ ʭR %ODʬ˅ʥ˅DNʠ�ʡ�
%ODʬ˅ʥ˅DN ZDʬ D ˠʪROLʭLʥDO LQʭHOOLʧHQʥHˡ ʥRQʬʮOʭDQʭ ʦRU ʨHGʧH
ʦʮQGʬ� DQG ʨH ʪDʬʬHG DORQʧ ʭʨH LQʦRUʩDʭLRQ ʭR HʩʪOR\HHʬ Dʭ D
ʨHGʧH ʦʮQGʠ�ʡ� ʿʨH ʨHGʧH ʦʮQG ʩDGH ʪURʦLʭDʤOH ʭUDGHʬ ʤDʬHG RQ
ʭʨDʭ LQʦRUʩDʭLRQʠ�ʡ� ʿʨH 6HʥRQG ʹLUʥʮLʭ DʪʪOLHG 6HʥʭLRQ ��ʵ� Rʦ
ʭʨH 6HʥʮULʭLHʬ DQG ʹRʩʩRGLʭLHʬ ʻUDʮG ʬʭDʭʮʭH DGRʪʭHG Dʬ ʪDUʭ
Rʦ ʭʨH ���� 6DUʤDQHʬʟ2ʯOH\ ʣʥʭ ZLʭʨRʮʭ UHʫʮLULQʧ ʪURRʦ ʭʨDʭ ʭʨH
ʭLʪʪHU UHʥHLYH D ʪHUʬRQDO ʤHQHʦLʭ ʦURʩ ʪURYLGLQʧ ʭʨH ʭLʪʠ�ʡ� ʿʨLʬ
ʨROGLQʧ UDLʬHʬ ʭʨH ʪROLʥ\ ʫʮHʬʭLRQ Dʬ ʭR ZʨHʭʨHU ʭʨHUH ʬʨRʮOG ʤH
ʥLUʥʮʩʬʭDQʥHʬ ʮQGHU ZʨLʥʨ ʪURYLGLQʧ D ʭLʪ ZLʭʨRʮʭ DQ\ ʪHUʬRQDO
ʤHQHʦLʭ ʬʨRʮOG ʤH ʪURʬHʥʮʭHGʠ

ʿʨH DQDO\ʬLʬ LQ ʭʨLʬ DUʭLʥOH ʥDQ DGGUHʬʬ ʭʨDʭ ʪROLʥ\ ʫʮHʬʭLRQʠ
,ʦ ʭʨH LQʬLGHU ʭUDGLQʧ ʪURʨLʤLʭLRQ Lʬ GHʬLʧQHG ʭR DYRLG ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ DQG QRʭ ʤDʬHG ʮʪRQ ʭʨH ʧRDO Rʦ ʪUHYHQʭLQʧ ʭʨH ʮʬH Rʦ
ZURQʧʦʮOO\ DʥʫʮLUHG LQʦRUʩDʭLRQ ZʨHQ ʭUDGLQʧ LQ ʬHʥʮULʭLHʬ
ʩDUNHʭʬ� ʭʨHQ ʭʨHUH Lʬ QR UHDʬRQ ʭR ʥRQGLʭLRQ LQʬLGHU ʭUDGLQʧ
OLDʤLOLʭ\ RQ ZʨHʭʨHU D ʭLʪʪHU UHʥHLYHʬ D ʪHUʬRQDO ʤHQHʦLʭʠ ʿʨH ʹRʮUʭ
LQ'LUNV LQʭURGʮʥHG ʭʨH ʪHUʬRQDO ʤHQHʦLʭ ʭHʬʭ ʭR GHYHORʪ DʩHDQʬ ʦRU
GHʭHUʩLQLQʧ ZʨHʭʨHU LQʦRUʩDʭLRQ ZDʬ ʪURYLGHG ʭR DQ RʮʭʬLGHU ʦRU
D ZURQʧʦʮO ʪʮUʪRʬHʠ�ʡʵ ʿʨHUH Lʬ QR QHHG ʦRU D ʭHʬʭ ʭR GLʬʭLQʧʮLʬʨ
ʤHʭZHHQ GLʦʦHUHQʭ ʬLʭʮDʭLRQʬ ZʨHUH LQʬLGH LQʦRUʩDʭLRQ Lʬ ʬHʥUHʭO\
ʪDʬʬHG RQ ʭR ʭʨRʬH RʮʭʬLGH Rʦ ʭʨH ʦLUʩ Lʦ ʭʨH ʧRDO Lʬ ʭR UHGʮʥH
ZDʬʭHʦʮO ʥRʩʪHʭLʭLRQʠ ʣQ\ ʭLʪʪLQʧ Lʬ OLNHO\ ʭR ʭULʧʧHU ZDʬʭHʦʮO
ʥRʩʪHʭLʭLRQ UHʧDUGOHʬʬ Rʦ ʭʨH UDʭLRQDOH ʦRU ʪDʬʬLQʧ DORQʧ ʭʨH ʭLʪʠ
ʿʨH ʪURʥHʬʬ Rʦ ʪDʬʬLQʧ DORQʧ LQʦRUʩDʭLRQ ʦURʩ RQH ʪHUʬRQ ʭR
DQRʭʨHU ZRʮOG RQO\ DGG ʭR ʭʨH ʥRʬʭʬ DʬʬRʥLDʭHG ZLʭʨ ʭʨH ʥRQʭHʬʭ ʭR
ʤH ʭʨH ʦLUʬʭ ʭR ʮQʥRYHU DQG ʮʬH LQʬLGH LQʦRUʩDʭLRQʠ

ʿʨHUHʦRUH� ʭʨH ʨROGLQʧ LQ %ODV]F]DN ʭʨDʭ UHʩRYHʬ ʭʨH
ʪHUʬRQDO ʤHQHʦLʭ ʭHʬʭ ʦURʩ DQ LQʬLGHU ʭUDGLQʧ ʥDʬH LQYROYLQʧ
ʭLʪʪLQʧ ʥDQ ʤH ʰʮʬʭLʦLHG ʤDʬHG RQ ʪROLʥ\ ʥRQʬLGHUDʭLRQʬʠ

ʭʨH 6HʥʭLRQ ��ʝʤʞ ʪURʨLʤLʭLRQ ʭʨDʭ Lʬ ʭʨH ʮʬʮDO ʤDʬLʬ ʦRU ʪURʬHʥʮʭLQʧ LQʬLGHU ʭUDGLQʧ ʥDʬHʬʠ
ʹʨDUʧHʬ ZHUH DOʬR ʤURʮʧʨʭ ʮQGHU ʿLʭOH ��� ZʨLʥʨ ʥRQʭDLQʬ 6HʥʭLRQʬ ��ʵ� DQG ��ʵ�ʠ ,G� Dʭ �ʢʠ
6HʥʭLRQ ��ʵ� ˠʪURʬʥULʤHʬ D ˢʬʥʨHʩH RU DUʭLʦLʥH ʠ ʠ ʠ ʭR RʤʭDLQ� ʤ\ ʩHDQʬ Rʦ ʦDOʬH RU ʦUDʮGʮOHQʭ
ʪUHʭHQʬHʬ ʠ ʠ ʠ DQ\ ʩRQH\ RU ʪURʪHUʭ\ LQ ʥRQQHʥʭLRQ ZLʭʨ ʭʨH ʪʮUʥʨDʬH RU ʬDOH Rʦ˞ ʬHʥʮULʭLHʬʠˡ
,G� Dʭ �� Qʠ� ʝRʩLʬʬLRQʬ LQ RULʧLQDOʞʠ

�ʡ� ,G� Dʭ ��ʠ
�ʡ� ,G�
�ʡ� ,G�
�ʡ� ,G�
�ʡʵ 6HH� H�Jʠ� *ʮʭʭHQʭDʧ� 6HOHFWLYH 'LVFORVXUH� VXSUD QRʭH ��� Dʭ ʶ��˟�ʡʠ
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&� ´3RVVHVVLRQµ 9HUVXV ´8VHµ /LDELOLW\

$ WKLUG SROLF\ LPSOLFDWLRQ RI WKH DQDO\VLV KHUH UHODWHV WR
WKH ORQJVWDQGLQJ GHEDWH DERXW ZKHWKHU WR SURKLELW WUDGLQJ
ZKHQHYHU VRPHRQH LV LQ SRVVHVVLRQ RI PDWHULDO QRQSXEOLF
LQIRUPDWLRQ RU WR RQO\ SURKLELW WUDGLQJ ZKHQ VRPHRQH FDQ EH
VKRZQ WR DFWXDOO\ XVH WKH PDWHULDO QRQSXEOLF LQIRUPDWLRQ WKH\
SRVVHVV IRU WUDGLQJ SXUSRVHV����

7KHUH LV D VSOLW DPRQJ WKH IHGHUDO FLUFXLWV DV WR ZKHWKHU
WKH LQVLGHU WUDGLQJ SURKLELWLRQ H[WHQGV WR DOO VLWXDWLRQV LQ ZKLFK
RQH LV LQ SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ RU RQO\ WR VLWXDWLRQV
ZKHUH LW FDQ EH VKRZQ WKDW VRPHRQH DFWXDOO\ XVHV WKH LQVLGH
LQIRUPDWLRQ LQ WKHLU SRVVHVVLRQ DV D EDVLV IRU PDNLQJ D VHFXULWLHV
WUDGH� 7KH 6HFRQG &LUFXLW RSLQLRQ LQ 8�6� Y� 7HLFKHU EDQV LQVLGHU
WUDGLQJ ZKHQ LQ SRVVHVVLRQ RI PDWHULDO QRQSXEOLF LQIRUPDWLRQ����
7KH FRXUW LQ WKDW RSLQLRQ ZULWHV ´WKDW RQH ZKR WUDGHV ZKLOH
NQRZLQJO\ SRVVHVVLQJ PDWHULDO LQVLGH LQIRUPDWLRQ KDV DQ
LQIRUPDWLRQDO DGYDQWDJH RYHU RWKHU WUDGHUV�µ��� ,Q FRQWUDVW� WKH
(OHYHQWK &LUFXLW LQ 6�(�&� Y� $GOHU KHOG WKDW RQH FRXOG UHEXW WKH
SUHVXPSWLRQ WKDW SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ WULJJHUHG DQ
LQVLGHU WUDGLQJ YLRODWLRQ E\ ´DGGXFLQJ HYLGHQFH WKDW WKHUH ZDV
QR FDXVDO FRQQHFWLRQ EHWZHHQ WKH LQIRUPDWLRQ DQG WKH WUDGH³
L�H�� WKDW WKH LQIRUPDWLRQ ZDV QRW XVHG�µ���

,Q ����� WKH 6(& DGRSWHG 5XOH ��E��� WR DGGUHVV WKLV
FLUFXLW VSOLW E\ SURYLGLQJ D ZHOO�GHILQHG VDIH�KDUERU IRU ZKHQ
WKRVH LQ SRVVHVVLRQ RI PDWHULDO QRQSXEOLF LQIRUPDWLRQ FRXOG
VDIHO\ WUDGH���� 7KHUH LV� KRZHYHU� VRPH FRQFHUQ WKDW H[HFXWLYHV
KDYH ILJXUHG RXW ZD\V WR PDQLSXODWH WKH SURYLVLRQV RI 5XOH ��E��
� DQG FRQWLQXH WR XVH PDWHULDO QRQSXEOLF LQIRUPDWLRQ WR WUDGH
SURILWDEO\ LQ WKHLU ILUP·V VKDUHV����

,Q DQ LPSRUWDQW UHFHQW DUWLFOH� $QGUHZ 9HUVWHLQ VXJJHVWV
WKDW D UHDVRQDEOH UHVROXWLRQ RI WKH SRVVHVVLRQ�XVH GHEDWH LV
DYDLODEOH LI ZH DSSO\ WKH QRUPDWLYH SULQFLSOH WKDW ´>W@UDGHUV
VKRXOG QRW RQ DYHUDJH EH ULFKHU RU SRRUHU DV D UHVXOW RI
SURVFULEHG LQVLGH LQIRUPDWLRQ�µ��� 3URFHHGLQJ IURP WKLV SUHPLVH�

��� 7KLV LV WKH VR�FDOOHG ´SRVVHVVLRQ�XVHµ RU ´DZDUHQHVV�XVH�µ 6HH %$,1%5,'*(�
VXSUD QRWH ��� DW ��²��� 9HUVWHLQ�0L[HG 0RWLYH ,QVLGHU 7UDGLQJ� VXSUD QRWH ��� DW �����

��� 8QLWHG 6WDWHV Y� 7HLFKHU� ��� )��G ���� ��� ��G &LU�������
��� ,G� DW ��� �HPSKDVLV DGGHG��
��� 6�(�&� Y� $GOHU� ��� )��G ����� ���� ���WK &LU� ������
��� 6HOHFWLYH 'LVFORVXUH DQG ,QVLGHU 7UDGLQJ� �� &�)�5� �� ���� ���� ��� �������
��� 6HH� H�J�� $ODQ '� -DJROLQ]HU� 6(& 5XOH ��E��� DQG ,QVLGHUV· 6WUDWHJLF 7UDGH�

�� 0*07� 6&,� ���� ���²��� ���²�� ������� $OWHUQDWLYHO\� LQVLGHUV PD\ XVH WKH WLPLQJ RI
FKDULWDEOH FRQWULEXWLRQV RI VWRFN WR UHDOL]H WD[ EHQHILWV IURP WKHLU DFFHVV WR LQVLGH
LQIRUPDWLRQ� 6XUH\\D $YFL HW DO�� ,QVLGHU *LYLQJ� �� '8.( /�-� DW �� � �IRUWKFRPLQJ ������

��� 6HH 9HUVWHLQ�0L[HG 0RWLYH ,QVLGHU 7UDGLQJ� VXSUD QRWH ��� DW ����²���



��� %522./<1 /$: 5(9,(: >9RO� ����

9HUVWHLQ FRQFOXGHV WKDW ´D SULPDU\ PRWLYH WHVW� XQGHU ZKLFK D
WUDGHU LV OLDEOH LI DQG RQO\ LI KHU SULPDU\ UHDVRQ IRU WUDGLQJ ZDV
XQODZIXOµ LV WKH EHVW UXOH���� ,I RQH DFFHSWV 9HUVWHLQ·V QRUPDWLYH
DVVXPSWLRQ DERXW KRZ WR UHVROYH WKH SRVVHVVLRQ YHUVXV XVH
GHEDWH WKHQ 9HUVWHLQ·V DUJXPHQW IRU WKH SULPDU\ PRWLYH WHVW LV
FRPSHOOLQJ� +RZHYHU� WKH DQDO\VLV KHUH VKRZV WKDW WKHUH LV D
SROLF\ UDWLRQDOH IRU SURKLELWLQJ LQVLGHU WUDGLQJ WKDW 9HUVWHLQ
GRHV QRW FRQVLGHU� 7KH DQDO\VLV KHUH VKRZV WKDW WKH LQVLGHU
WUDGLQJ SURKLELWLRQ VKRXOG EH JURXQGHG LQ WKH GHVLUH WR UHGXFH
ZDVWHIXO FRPSHWLWLRQ� 7KLV LQVLJKW SURYLGHV D QHZ OHQV WKURXJK
ZKLFK WR HYDOXDWH WKH PHULWV RI HDFK VLGH LQ WKH FLUFXLW VSOLW
DERXW ZKHWKHU WR FRQGLWLRQ LQVLGHU WUDGLQJ OLDELOLW\ RQ WKH
SRVVHVVLRQ RU XVH RI LQVLGH LQIRUPDWLRQ�

,I WKH SUREOHP DQ LQVLGHU WUDGLQJ SURKLELWLRQ LV GHVLJQHG WR
DGGUHVV LV ZDVWHIXO FRPSHWLWLRQ� WKH ODZ VKRXOG GLVDOORZ WUDGLQJ
ZKHQHYHU VRPHRQH LV LQ SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ�
&RQGLWLRQLQJ DQ LQVLGHU WUDGLQJ SURKLELWLRQ RQ WKH XVH DQG QRW MXVW
WKH SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ LV WKH PRUH H[SHQVLYH UXOH WR
LPSOHPHQW� $SSO\LQJ WKH ´XVHµ VWDQGDUG PLJKW UHTXLUH VKRZLQJ
WKDW LQVLGH LQIRUPDWLRQ ZDV QRW MXVW SRVVHVVHG EXW DOVR ´XVHGµ IRU
WUDGLQJ SXUSRVHV� ,I WKH JRDO LV WR DYRLG ZDVWHIXO FRPSHWLWLRQ� WKHUH
LV QR RIIVHWWLQJ EHQHILW IURP LQFXUULQJ WKH SRVVLEOH H[SHQVH RI WKLV
DGGLWLRQDO WHVW WR GHWHUPLQH WKH VFRSH RI WKH LQVLGHU WUDGLQJ
SURKLELWLRQ�

3HUPLWWLQJ WKRVH ZKR FDQ RQO\ EH VKRZQ WR EH LQ SRVVHVVLRQ
RI LQVLGH LQIRUPDWLRQ WR WUDGH EXW FDQQRW EH VKRZQ WR KDYH XVHG
WKDW LQIRUPDWLRQ IRU WUDGLQJ GRHV QRWKLQJ WR DPHOLRUDWH WKH
ZDVWHIXO FRPSHWLWLRQ SUREOHPV FUHDWHG E\ LQVLGH LQIRUPDWLRQ� ,Q
IDFW� DQ\ FRQGLWLRQDO WHVW WKDW LV OLNHO\ WR H[SDQG WKH DELOLW\ WR WUDGH
RQ LQVLGH LQIRUPDWLRQ VKRXOG EH GLVIDYRUHG� EHFDXVH WKH JUHDWHU WKH
VFRSH RI SHUPLVVLEOH LQVLGHU WUDGLQJ WKH JUHDWHU WKH ZDVWHIXO
FRPSHWLWLRQ SUREOHP WKDW UHVXOWV IURP DOORZLQJ WUDGLQJ RQ LQVLGH
LQIRUPDWLRQ LV OLNHO\ WR EH�

%DVHG RQ WKH SROLF\ DQDO\VLV KHUH� D UXOH SURKLELWLQJ
WUDGLQJ ZKHQ LQ SRVVHVVLRQ RI LQVLGH LQIRUPDWLRQ LV SUHIHUDEOH WR
RQH ZKLFK FRQGLWLRQV WKH SURKLELWLRQ RQ ZKHWKHU WKH LQIRUPDWLRQ
LV DFWXDOO\ UHOLHG XSRQ IRU WUDGLQJ SXUSRVHV�

&21&/86,21

$OORZLQJ SHRSOH WR WUDGH RQ LQVLGH LQIRUPDWLRQ LQYLWHV
ZDVWHIXO FRPSHWLWLRQ� 5HFRJQL]LQJ DQG DQDO\]LQJ WKH VFRSH DQG
PDJQLWXGH RI WKLV SUREOHP UHLQYLJRUDWHV WKH FDVH IRU SURKLELWLQJ

��� ,G� DW �����
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LQVLGHU WUDGLQJ DQG SURYLGHV QHZ JXLGDQFH DV WR WKH RSWLPDO
FRPSRVLWLRQ RI VXFK D SURKLELWLRQ� 7KH WLPH KDV FRPH IRU WKH
8QLWHG 6WDWHV WR UHSODFH WKH FXUUHQW LQVLGHU WUDGLQJ UHJLPH�
ZKLFK FRQGLWLRQV WKH LQVLGHU WUDGLQJ SURKLELWLRQ RQ ZKHWKHU WKH
LQIRUPDWLRQ LV ZURQJIXOO\ DFTXLUHG� ZLWK DQ LQVLGHU WUDGLQJ
SURKLELWLRQ WKDW EDQV DOO WUDGLQJ ZKHQ LQ SRVVHVVLRQ RI LQVLGH
LQIRUPDWLRQ UHJDUGOHVV RI KRZ WKH LQIRUPDWLRQ ZDV DFTXLUHG�
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