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- % W VKRXOG EH NHSW LQ PLQG WKDW WKH ODFN RI D
WUDQVDFWLRQ GRHV QRW LPSO\ WKDW WKH DUPuV OHQJWK SUL
LW LPSO\ DQ\WKLQJ DERXW ZKHWKHU WKDW WUDQVDFWLRQ LV F
LQVWDQFHV LW ZLOO EH SRVVLEOH WR XVH S$PSHUIHFW
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 QWDQJLEOH DVVHW RZQHUVKLS
W LV DVVXPHG IRU WKH SXUSRVH Rl WKH H[DPSOH WKDW
% &R KDV HVWDEOLVKHG D UHVHDUFK DQG GHYHORSPHQW
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% ~ $5LVNV DUH DQ LQKHUHQW SDUW RI FRPPHUFLDO I
XQGHUWDNH FRPPHUFLDO DFWLYLWLHV LQ RUGHU WR SXUVXH R
WKH HITHFW Rl XQFHUWDLQW\ RQ WKH REMHFWLYHV Rl WKH EXVI
DVVRFLDWHG ZLWK KLJKHU H[SHFWHG UHWXUQV * SURILW VHF
DVVRFLDWHG ZLWK FRPPHUFLDO RSSRUWXQLWLHV LI WKH\ DQWL
DUH LQKHUHQWO\ XQFHUWDLQ FRVWV PD\ EH K LRIKHUX RAKDDQF & W
PD\ FKDQJH DQG WKHUHIRUH DFWXDO UHVXOWYV PD\ EH EHWWHU
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QRYHO WHFKQRORJLHV RU ZKROO\ QHZ DSSOLFDWLRQV DUH OLN
HILVWLQJ SURYHQ SURGXFWV RU WHFKQRORJLHYV

% $Q H[DPLQDWLRQ RI WKH NH\ IXQFWLRQV DQG FRPF
ZLOO KHOS WR LGHQW,KQI\PWDIQ\QEDNVH\QW Q@ LW[MDWPLQDWLRQ RI WKH
DVWM XVHG DQG ULVNV DVVXPHG E\ RWKHU DVVRFLDWHG HQWH!L
JURXS V FUHDWLRQ RI YDOXH PD\ KHOS LQ WKLV SURFHVV VL
EXVLQHVVHV ZLOO JHQHUDOO\ DOORFDWH UHVRXUFHV WR PDQDJ

‘ % —_— $Q LOOXVWUDWLYH OLVW RI ULVNV WKDW PD\ Et
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’ % ——  %:KLOH LW PD\ EH LPSRVVLEOH WR HOLPLQDWH R
HFRQRPLFDOO\ VLIJQLILFDQW ULVNV DUH FHQWUDO WR WKH VXFF

FRPPHUFLDO HQWHUSULVHV JHQHUR®POYQ BHYRWWL YXIENWDQW LR
RSSRUWXQLWLHY DQG WKHLU LQKHUHQW ULVNYV

‘ % &, D WUDQVIHU SULFLRYHWDMWVYM KPRQIWVSRFLILF
LV
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’ % — ,W VKRXOG EH QRWHG WKDW WKH ILQDQFLDO FDSDFL
WKH ILQDQFLDO FDSDFLW\ WR EHDU WKH IXO0 FRQVHTXHQFHYV I
ULVN EHDUHU PD\ KDYH WKH FDSDFLW\ WR SURWHFW LWVHOI IL
HJ E\ KHGJLQJ WKH ULVN RU LQVXULQJ DJDLQVW WKH LPSDF
FDSDFLW\ WR DVVXPH D ULVN LV QRW E\ LWVHOI VXIILFLHQW WR
QRW QHFHVVDULO\ PHDQ WKDW WKH KLJKO\ FDSLWDOL]HG SDUW\

‘ % — WLV UHOHYDQW WR PHQWLRQ KHUH WKDW LQ D PXC
PD\ ZRUN WRJHWKHU WR H[HUW FRQWURO RYHU WKH ULVNV RI W
DPRQJ WKH DVVRFLDWHG HQWHUSULVHV7RKDBI\ U DHYWUHMHPHWOLFE DIJ |
DV WR ZKLFK HQWLW\ DVVXPHV FHUWDLQ ULVNV VKRXOG WKHL
FLUFXPVWDQFHY RI HDFK FDVH

67(36 $QDO\WLQJ WKH LOQIRUPDWLRQ JDWKHUHG WR GUDZ FRQ

’ % 6WHSV WR RI WKH ULVN DQDO\VLV IUDPHZRUN D
HDUOLHU VWHSVY WR GHWHUPLQH WKH DVVXPSWLRQ RI ULVN IRU

’ % B FDVHV ZKHUH WKH FRQWUDFWXDO DVVXPSWLRQ RI
FRQGXFW LQFOXGLQJ DQ DOLJQPHQW ZLWK WKH H[HUFLVH RI FR
WKH DQDO\VLV ZLOO EH VWUDLJKWIRUZDUG 7KDW LV ZKHUH D
FRQWUDFW L H RQH WKDW LV IROORZHG LQ SUDFWLFH 67(3
ILQDQFLDO FDSDFLW\ 67(3 LL LW ZLOO EH UHJDUGHG DV
XQGHUVWDQGLQJ DQG GHILQLQJ WKH WUDQVDFWLRQ DQG SULFL
DQRWKHU SDUW\ DOVR SHUIRUPV FRQWURO IXQFWLRQV RU K
GHWHUPLQDWLRQ RI WKH DVVXPSWLRQ RI,QLVRPHQBBWHWKH LW N T
EH FRQWUDFWXDOO\ VKDUHG E\ PRUH WKDQ RQH SDUW\

’ % ,Q RWKHU FDVHV ZKHUH WKH FRQWUDFWXDO DVV X
H[HUFLVH RI FRQWURO RU WKH ILQDQFLDO FDSDFLW\ WR DVVXPt
VWHS B6WHS 7 KD W \ER Q IMUDUFW R DSBCUW\WV VLIQHG D ULVN RU L
FRVWV Rl WKH ULVN ZKHQ LW PDWHULDOLVHV 67(3 L EXW GR

| ILQDQFLDO FDSDFLW\ 67(3 LL LW FDQQRW,@MWHIGU®HKE BD
ZKLFK GRHV H[HUFLVH FRQWURO RYHU WKH ULVN DQG KDV WKH

| WKH ULVN-,6P(80WLSOH DVVRFLDWHG HQWHUSULVHV DUH LGHQW
WKH ILQDQFLDO FDSDFLW\ WR DVVXPH WKH ULVN WKHQ WKH UL}
RU JURXS RI HQWHUSULVHV H[HUFLVLQJ WKH PRVW FRQWURO 7

| GHILQH WKH WUDQVDFWLRQ DQG SULFH LW-TRH WWREUVIHWD BNV
SHUIRUPLQJ FRQWURO DFWLYLWLHV VKRXOG EH UHPXQHUDWHG |
RI WKH FRQWURO DFWLYLWLHV SHUIRUPHG

‘—% e ,Q HIFHSWLRQDO FDVHV LW PD\ EH WKH FDVH WKI
FRQWURO DQG KDV WKH ILQDQFLDO FDSDFLW\ WR DVVXPH WKH U
LQGHSHQGHQW HQWHUSULVHYVY DQG WKHUHIRUH D WKRURXJK D
WKHUHWRSOQRDVWHKNYPHQW RI WKH FRPPHUFLDO UDWLRQDOLW\ RI
VHH 6HFWLRQ
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JHYHOV RI VXSSO\ DQG GHPDQG
&RQVXPHU SXUFKDVLQJ SRZHU

/IRFDWLRQ VSHFLILF FRVWV Rl SURGXFWLRQ LQFOXGLQJ
WUDQVSRUWDWLRQ FRVWYV HWF

(FRQRPLF FRQGLWLRQV RI WKH RYHUDOO LQGXVWU\ WKH
GDWH DQG WLPH RI WUDQVDFWLRQV

7KH H[LVWHQFH RI D F\FOH HFRQRPLF EXVLQHVV RU SUR
2ZWKHU UHOHYDQW IDFWRUV

‘ % ODUNHW SULFHV IRU WKH WUDQVIHU RI WKH VDPH |
GLITHUHQW PDUNHWYV RZLQJ WR FRVW GLIIHUHQWLDOV DQG RU
SUHYDOHQW LQ WKH UHVSHFWLYH PDUNHWYV ZKLFK PD\ DIIHFW \
QXPHURXV UHDVRQV LW LV QRW SRVVLEOH WR LWHPL]H H[KDX
LQIOXHQFH WUDQVIHU SULFLQJ DQDO\VLV EXW VRPH RI WKH NH
DQDO\VLY DUH GLVFXVVHG EHORZ

’% ,Q JHQHUDO XQFRQWUROOHG FRPSDUDEOHV ZR>
JHRJUDSKLF PDUNHW
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QRW DJUHH WR XVH WKLV DV D EDVLV IRU EHQFKPDUNLQJ WKH
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$00 WKHVH WKUHH PDUNHW VKDUH VWUDWHJLHV XVH WZR IXQGTLC

/IRZHULQJ WKH SULFH RI WKHLU SURGXFWV RQ D WHPSRU
SURGXFW WR EHFRPH H[WUHPHO\ FRPSHWLWLYH LQ WKH P/

,QFUHDVLQJ WKHLU PDUNHWLQJ DQG VHOOLQJ H[SHQVHYV
SURPRWLRQ DFWLYLWLHV OLNH RIITHULQJ UHEDWHYV IUHH
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IRU ZKLFK D ILQDQFLDO LQGLFDWRU PDUN XS RQ FRVWV JURVYV
FKRLFH RI WKH WHVWHG SDUW\ VKRXOG EH FRQVLVWHQW ZLW
WUDQVDFWLRQ $WWULEXWHV RI FRQWUROOHG WUDQVDFWLRQ
ZKHUH QHHGHG 7KH WHVWHG SDUW\ QRUPDOO\ VKRXOG EH
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RSHUDWLRQV )XUWKHU DXGLWHG ILQDQFLDO VWDWHPHQWYV DL
WLPH LQFOXGLQJ UHWURVSHFWLYH UHVWDWHPHQW RI GDWD ZKk
PXOwL \HDU VWDWLVWLFDO DQDO\VLVY WKDW FDQ EH DSSOLHG LC

% (IWHUQDO FRPSDUDEOHYV PXVW EH VHOHFWHG VXFK \
ILQDQFLDO GDWD DSSURSULDWHO\ UHIOHFW WKH EXVLQHVV F\FC
RU SHULRG DW LVVXH &RQWHPSRUDQHRXV WUDQVDFWLRQV D
FRQGLWLRQV DQG HQVXUH D KLJKHU GHJUHH Rl FRPSDUDELOLW\
JHQHUDO UXOH DQG PXOWLSOH \HDU GDWD PD\ DOVR EH FRQVLG
DQ LQIOXHQFH RQ WKH GHWHUPLQDWLRQ Rl WUDQVIHU SULFLQJ

% ([DPLQLQJ PXOWLSOH \HDU GDWD PD\ EH XVHIXO LQ

VI\VWHPDWLF UHTXLUHPHQW OXOWLSOH \HDU GDWD PD\ EH XVHC
SULFLQJ DQDO\WVLYV PRUH UHOLDEOH &LUFXPVWDQFHV WKDW PD
\HDUV LQFOXGH WKH HIIHFW RI EXVLQHVV F\FOHV LQ WKH WDJ[SCLC
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\HDU SADQRGGDWD XQDYD’
QRW FRQVLGHUHG

D7KLF\/ULWHULRQ LV XVHG KHUH GXH WR WKH IDFW WKDW WKH FRPSD

DVVXPHVY WKH QHHG IRU D VLJQLILFDQW ZRUN IRUFH :DJHV DUH WKHUE
FDQ EHXVBHEHLILF VLWXDWLRQV LQ WKH SURFHVV RI HOLPLQDWLRQ
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% &RPSDUDELOLW\ DGMXVWPHQWY FDQ EH GLYLGHG LQ

$FFRXQWLQJ DGMXVWPHQWYV

%DODQFH VKHHW ZRUNLQJ FDSLWDO DGMXVWPHQW
2ZWKHU DGMXVWPHQWYV

% $FFRXQWLQJ DGMXVWPHQWYV 7KHUH DUH YDULRXYV
VWDQGDUGY DQG SUDFWLFHVY EHWZHHQ WKH WHVWHG SDUW\ DQ(
WR PHDVXUHPHQW HUURUV LI DGMXVWPHQWY DUH QRW PDGH 7Kk
WKH IROORZLQJ FDWHJRULHV RI FODVVLILFDWLRQ GLIITHUHQFHYV

% $FFRXQWLQJ GLIIHUHQFHY PD\ UHODWH WR FODVVI
UHFRUGHG LQ GLIITHUHQW DFFRXQWLQJ OLQHV )RU H[DPSOH

$ VDOHVY UHEDWH JUDQWHG WR D FXVWRPHU PD\ UHVXOW 1
QHIJDWLYH VDOHV RU PDUNHWLQJ H[SHQVHV GHSHQGLQJ >
DITHFW JURVYV PDUJLQV 5HVDOH 3ULFH OHWKRG

5" HISHQGLWXUH PD\ EH UHIOHFWHG HLWKHU LQ RSHUDWL

JURVY PDUJLQV DUH QRW FRPSDUDEOH DQG WKLV UHTXL
OHWKRG RU
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GLIITIHUHQFHYVY DUH JHQHUDOO\ FDXVHG E\ GLITHUHQFHV LQ WKH I
FRPSDQ\ UHFHLYHV IURP LWV VXSSOLHUV DQG H[WHQGV WR LWV
LQYHOQWRU\ KHOG E\ WKH FRPSDQ\ 6XFK GLIIHUHQFHYV PD\ JHQH!
FDSLWDO VWUXFWXUH DQG PD\ KDYH DQ LPSDFW RQ WKH RSH!
ILQDQFLQJ FRVWYV ,Q RUGHU WR UHGXFH WKH HIIHFW RI GLIIHUE
RI LOYHQWRU\ RQ SURILWDELOLW\ DGMXVWPHQWY FDQ EH PDG
SD\DEOHV DQG LQYHQWRU\ RI WKH FRPSDUDEOHV 7KLV KRZHY
FDQ EH UHDVRQDEO\ PDGH DQG WKH\ LPSURYH FRPSDUDELOLW\

_% $GMXVWPHQWY IRU LQYHQWRU\ DFFRXQWY UHFHLYD
EDVLF PHFKDQLFV )LUVW D YDOXH LV FDOFXODWHG DV WKH GL
LWHP LQ TXHVWLRQ WR QHW VDOHV IRU WKH FRPSDUDEOHV D
GHQRPLQDWRU RI WKHVH IUDFWLRQV ZLOO EH DQ DUPuV OHQJW
GHQRPLQDWRU RI D 3URILW /HYHO ,QGLFDWRU 3/, FDQ EH XVI
FDOFXODWH WKHVH UDWLRV ZLWK UHVSHFW WR RSHUDWLQJ H[SH
DUH WKH 3/, XVHG 7KH UHVXOWLQJ GLIITHUHQFH LQ WKH UDWLRYV
QHW VDOHV RI WKH FRPSDUDEOHV WR JHQHUDWH DQ DPRXQYV
FRPSDUDEOHV 7KHQ WKH 3/, Rl WKDW FRPSDUDEOH LV UHFRPSX!

% 7KH IROORZLQJ H[DASOH VFKARRZS/DMRE-OMEKEHNVY G M XV W H (
WR UHIOHFW WKH WHVWHG SDUW\pV OHYHOV RI ZRUNLQJ FDSLWI
PDGH WR DGMXVW WKH WHVWHG SDUW\pV UHVXOWY WR UHIOHF
DGMXVW ERWK WKH WHVWHG SDUW\pV UHVXRVE R UINQL® VKBS E RS
JHQHUDO ZRUNLQJ FDSLWDO DGMXVWPHQWY DUH FDOFXODWH
SD\DEOHV 7KH PHWKRG IRU FDOFXODWLQJ ZRUNLQJ FDSLWDO D
VDPH EDVLF DSSURDFK 7R EHJLQ ZLWK D YDOXH LV FDOFXODWI
EHWZHHQ WKH WHVWHG SDUW\ D Q@ HKMIOE-FRRS D IUDWEDAHID DR W
DSSURSULDWH EDVH ZLOO EH WKH GHQRPLQDWRU XVHG IRU FDO
RU DVVHWY 7KH UHVXOWLQJ GLIITHUHQFH LQ WKH UDWLRV LV W
ZRUNLQJ FDSLWDO :& DGMXVWPHQW VR FRPSXWHG LV HLWKHU
7THVWHG 3DUW\pV 3/, IRU WKH SXUSRVH RI FRPSDULVRQ

7KH IROORZLQJ K\SRWKHWLFDO LOOXVWUDWLRQ LV SURYLGHG
EH FDOFXODWHG ,W VKRXOG QRW EH FRQVWUXHG DV WKH RQO

%R[ 7TDEOH FREBNW@PD DGMXVWPHQW

3DUWLFXODUYV 7HVWHG &RPSDUDEOH :
6DOHV $ |
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2SHUDWLQJ SURILW PDUJLQ 3/
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% ,Q RWKHU LQVWDQFHYVY WD[SD\HUV PLIJKW WHVW WKH
GHPRQVWUDWH WKDW WKH FRQGLWLRQV RI WKHVH WUDQVDFWLF
LH RQ DQ H[ SRVW EDVLV KHUHLQDIWHU SVKH DUPuV OHQJWK
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LOFOXGLQJ LQFUHDVHG FRPSHWLWLRQ SURGXFW OLQHV DW WK
LVVXHV

% 6 WIDRMIMW X¥ 'HSHQGLQJ RQ WKH SODFH RI EXVLQHVYV I
D QHZ EXVLQHVV HQWLW\ PD\ EH XQSURILWDEOH GXULQJ WKH V\
VWDUW XS FRVWY DQG WKH SHULRG RI VXFK ORVVHV ZLWKLQ Wtk
HQWLW\ RI WKH 01( JURXS ,Q JHQHUDO D OLPLWHG ULVN HQWLW
DV FRPSDUHG WR D ULVN EHDULQJ HOQWLW\ 2Q WKH RWKHU K|
HQWHUSULVH RSHUDWLQJ LQ D QHZ ORFDWLRQ DV D IXOO IOHGJ
PD\ QRW EH TXHVWLRQDEOH LQ WKH LQLWLDO \HDUV DV LW PD\ E

% '"HOLEHUDWH EXVLQHVV VWUDWHJILHV $Q 01( PLJ}
VWUDWHILHYV IRU PDUNHW SHQHWWDSNLIRR QWNVRRMWHQW DLME RDOHMXHV
VRPH MXULVGLFWLRQV +RZHYHU VXFK EXVLQHVV VWUDWHJILHYV
*HQHUDOO\ DVVRFLDWHG SDUWLHV DUH H[SHFWHG WR DFW LQ
FRPSDUDEOH FLUFXPVWDQFHVY DQG WKHUHIRUH VXFK VWUDWH.
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— % $ VHFUHW FRPSDUDEOH JHQHUDOO\ UHIHUV WR WK
WD[SD\HU E\ WKH WD[ DXWKRULWLHV WR IRUP WKH EDVLV RI WU
WD[SD\HU XQGHU VFUXWLQ\ LV QRW 3 LMA QP D\F FIRWY HWIRP $VWIKHD WU
FRQILGHQWLDO LQIRUPDWLW& HD HRIXWWW By RZFHIHAW IMWWKRHJ GDWD UHOL

— % 7KHUH LV D QHHG WR H[HUFLVH FDXWLRQ DJDLQVW
WD[ DGPLQLVWUDWLRQ LV DEOH ZLWKLQ WKH OLPLWV RI LWV C
WKH GDWD WR WKH WD[SD\HU ZKRVH WUDQVDFWLRQV DUH EHL
RSSRUWXQLW\ IRU WKH WD[SD\HU WR GHIHQG LWV RZQ SRVLWLR
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