
,QYHVWLQJ�WKH�6RFLDO�6HFXULW\�7UXVW�)XQG�LQ�(TXLWLHV�

$Q�2SWLRQ�3ULFLQJ�$SSURDFK

E\

.HQW�6PHWWHUV

&RQJUHVVLRQDO�%XGJHW�2IILFH

&XUUHQW�'UDIW��$XJXVW������

 0DFURHFRQRPLFV$QDO\VLV'LYLVLRQ� �QG DQG'6WUHHWV� 6�:��:DVKLQJWRQ�'&������ (PDLO� NHQWV#FER�JRY�

3KRQH� ����� ��������� )D[� ����� ��������� $ 'HFHPEHU� ���� DQG D ODWHU GUDIW RI WKLV SDSHU FLUFXODWHG

XQGHU WKH QDPH �,QYHVWLQJ WKH 6RFLDO 6HFXULW\ 7UXVW )XQG LQ (TXLWLHV� 8QPDVNLQJ WKH /DUJH +LGGHQ $FWXDULDO

7D[ /LDELOLW\ RQ )XWXUH *HQHUDWLRQV�� , DP YHU\ JUDWHIXO WR 3HWHU 'LDPRQG DQG $QJHOR 0DVFDUR IRU WKHLU

H[WHQVLYH FRPPHQWV RQ VHYHUDO SUHYLRXV GUDIWV RI WKLV SDSHU� +HOSIXO FRPPHQWV DQG DGYLFH ZHUH DOVR UHFHLYHG

IURP&ROHPDQ%D]HORQ� =YL%RGLH�+HQQLQJ%RKQ� /HQ%XUPDQ� (ULF (QJHQ� -DQH*UDYHOOH� 'RXJODV+DPLOWRQ�

$QGUHZ/\RQ� 2OLYLD0LWFKHOO DQG -DFN9DQGHUKHL� &RPPHQWV IURP SDUWLFLSDQWV DW WKH$SULO �:DVKLQJWRQ'&

7D[ )RUXP DQG WKH 0D\ ����� 6RFLDO 6HFXULW\ &RQIHUHQFH DW :KDUWRQ %XVLQHVV 6FKRRO ZHUH DOVR YHU\

DSSUHFLDWHG� 7KH FXUUHQW GUDIW ZDV SUHSDUHG IRU SUHVHQWDWLRQ DW WKH ���� 1%(5 6XPPHU ,QVWLWXWH� 7KH YLHZV

H[SUHVVHG KHUHLQ GR QRW QHFHVVDULO\ UHIOHFW WKRVH RI WKH &%2�



$EVWUDFW

7KLV�SDSHU�DQDO\]HV�WKH�WKUHH�EDVLF�DOORFDWLRQV�RI�ULVN�DPRQJ�JHQHUDWLRQV�IURP�LQYHVWLQJ�WKH

6RFLDO�6HFXULW\�WUXVW�IXQG�LQ�HTXLWLHV�XVLQJ�DQ�RSWLRQ�SULFLQJ�DSSURDFK���7KDW�DSSURDFK�SURGXFHV

VXUSULVLQJO\�VKDUS�DQG�UREXVW�HTXLYDOHQF\�UHODWLRQVKLSV��7KHVH�HTXLYDOHQF\�UHODWLRQVKLSV�LGHQWLI\

LGHQWLFDO� ILVFDO� SROLFLHV&WKHUHE\� XQPDVNLQJ� WKH� LQWHUJHQHUDWLRQDO� UHGLVWULEXWLRQ� RI� YDULRXV� ULVN

DOORFDWLRQV&DQG�DOVR�HQDEOH�D�SUHFLVH�FDOFXODWLRQ�RI�WKHLU�YDOXH�

,W� LV� VKRZQ� WKDW� WKH� GHILQHG�FRQWULEXWLRQ� �'&�� ULVN� DOORFDWLRQ&LQ� ZKLFK� WKHUH� LV� QR

LQWHUJHQHUDWLRQDO�ULVN�VKLIWLQJ&LV�FRQVLVWHQW�ZLWK�WKH�FRPPRQO\�VWDWHG��VKHOO�JDPH��VFHQDULR�WKDW

LQYROYHV�D�VZDS�EHWZHHQ�SULYDWH�DQG�SXEOLF�SHQVLRQV�ZLWK�QR�SULFH�HIIHFWV�

7KH�FXUUHQW�ODZ�GHILQHG�EHQHILW��'%��DSSURDFK��DQG�WKH�DSSURDFK�EHLQJ�LPSOLHG�E\�VRPH

SURSRVDOV�WR�LQYHVW�WKH�WUXVW�IXQG�LQ�HTXLWLHV��XVHV�WKH�SD\UROO�WD[�WR�VPRRWK�HTXLW\�JDLQV�RU�ORVVHV

DFURVV� JHQHUDWLRQV� LQ� RUGHU� WR� IL[� WKH� EHQHILW� OHYHO�� � 7KLV� LV� PDWKHPDWLFDOO\� HTXLYDOHQW� WR� DQ

LQWHUJHQHUDWLRQDO� WUDQVIHU�RQ�D�SD\�DV�\RX�JR�EDVLV�RI�SXW�DQG�FDOO� VWRFN�RSWLRQV� �L�H���D� IXWXUHV

FRQWUDFW��WKDW�LQVXUHV�WKDW�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�SHUIRUPV�DV�H[SHFWHG���7KLV�FUHDWHV�DQ

LQVWDQW�ZLQGIDOO�IRU�FXUUHQW�ZRUNHUV��FRQWUDFWV�WKH�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQWV�IRU�DOO�IXWXUH

ZRUNHUV��DQG�UHGXFHV�QDWLRQDO�VDYLQJ�UHODWLYH�WR�D�EDVHOLQH�SROLF\�RI�PDLQWDLQLQJ�WKH�FXUUHQW�SD\UROO

WD[�UDWH���0RVW�LPSRUWDQWO\��WKH�'%�DOORFDWLRQ�SODFHV�DQ�DFWXDULDO�WD[�OLDELOLW\�RQ�IXWXUH�ZRUNHUV�WKDW

LV�HTXLYDOHQW� WR�NHHSLQJ�WKH�WUXVW�IXQG�LQYHVWHG�LQ�ERQGV�DQG�LQVWHDG�UDLVLQJ�WKH�VDPH�H[SHFWHG

UHYHQXH�E\�LQFUHDVLQJ�WKH�SD\UROO�WD[�RQ�RQO\�IXWXUH�ZRUNHUV&D�UHVXOW�WKDW�KROGV�IRU�DQ\�YDOXH�RI�ULVN

DYHUVLRQ�� � ,QGHHG�� IXWXUH�JHQHUDWLRQV�ZRXOG�EH�EHWWHU�RII� LI� WKH�H[SOLFLW�SD\UROO� WD[� LV� LQFUHDVHG

LPPHGLDWHO\�VR�WKDW�FXUUHQW�ZRUNHUV�SDUWLFLSDWHG�LQ�PDLQWDLQLQJ�WKHLU�RZQ�IXWXUH�OHYHO�RI�EHQHILWV�

7KLV�HTXLYDOHQF\�UHVXOW�LV�LURQLF�JLYHQ�WKH�VWURQJ�SROLWLFDO�UHVLVWDQFH�WR�LQFUHDVLQJ�WKH�SD\UROO�WD[

XQGHU�WKH�FXUUHQW�ODZ�'%�V\VWHP��HVSHFLDOO\�E\�WKRVH�DGYRFDWLQJ�WUXVW�IXQG�LQYHVWPHQW�LQ�HTXLWLHV

DV�DQ�DOWHUQDWLYH�

,Q�WKH�DV\PPHWULF��$6<��ULVN�DOORFDWLRQ��WUXVW�IXQG�HTXLW\�UHWXUQV�EHORZ�H[SHFWDWLRQ�DUH

EXIIHUHG�ZLWK�DQ�LQFUHDVH�LQ�WKH�SD\UROO�WD[�ZKLOH�UHWXUQV�LQ�H[FHVV�RI�WKH�SD\UROO�WD[�DUH�PHW�ZLWK

DQ�LQFUHDVH�LQ�EHQHILWV��UDWKHU�WKDQ�D�UHGXFWLRQ�LQ�WD[HV�DV�LQ�WKH�'%�DSSURDFK����7KLV�LV�D�PRUH

H[WUHPH�IRUP�RI�WKH�'%�DSSURDFK�DQG�LV�PDWKHPDWLFDOO\�HTXLYDOHQW�WR�DQ�LQWHUJHQHUDWLRQDO�WUDQVIHU

RQ�D�SD\�DV�\RX�JR�EDVLV�RI�RQO\�SXW�RSWLRQV�WKDW�LQVXUH�WKDW�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG

SHUIRUPV�DW�OHDVW�DV�H[SHFWHG���7KH�$6<�SODQ�LV�SULFHG�DQG�FRPSDUHG�ZLWK�WKH�'%�SODQ�

7KH�SDSHU�WKHQ�GLVFXVVHV�KRZ�WKH�UHVXOWV�PLJKW�FKDQJH�LI�PDUNHWV�DUH�LQFRPSOHWH���,W�LV�DUJXHG

WKDW� WKH� FRPSOHWH�PDUNHW� DQDO\VLV� XQGHUO\LQJ� WKH� RSWLRQ� SULFLQJ� DSSURDFK�PLJKW�� XQGHU� FHUWDLQ

FRQGLWLRQV��RYHUVWDWH��WKH�DFWXDULDO�FRVWV�DVVRFLDWHG�ZLWK�WKHVH�WKUHH�ULVN�DOORFDWLRQV�EXW�WKDW�WKHUH�DUH

DOVR�YHU\�FRPSHOOLQJ�UHDVRQV�ZK\�WKH�FRPSOHWH�PDUNHW�DQDO\VLV�PLJKW�XQGHUVWDWH�WKH�WUXH�FRVWV�

6XJJHVWLRQV�IRU�IXWXUH�UHVHDUFK�DUH�JLYHQ�

.H\�ZRUGV�� 6RFLDO�6HFXULW\�7UXVW�)XQG��,QWHUJHQHUDWLRQDO�5LVN�$OORFDWLRQ��6DYLQJ�

-(/�&RGHV�� '����*����*����(����(��



� 7KH &%2 DGGUHVVHG WKH LVVXH LQ D ���� SDSHU WLWOHG �,PSOLFDWLRQV RI 5HYLVLQJ 6RFLDO 6HFXULW\
V ,QYHVWPHQW

3ROLFLHV�� ,QYHVWLQJ WKH WUXVW IXQG LQ HTXLWLHV KDV EHHQ DGYRFDWHG PRVW UHFHQWO\ E\ � PHPEHUV RI WKH ���PHPEHU

$GYLVRU\ &RXQFLO �VHH )LQGLQJV� 5HFRPPHQGDWLRQV� DQG 6WDWHPHQWV RI WKH 6RFLDO 6HFXULW\ $GYLVRU\ &RXQFLO >SS� �� �

��@�� 7KH LVVXH KDV DOVR EHHQ DGGUHVVHG PRVW UHFHQWO\ E\ 6WHSKHQ =HOGHV ������� %DUU\ %RVZRUWK ������� (GZDUG

*UDPOLFK ������� (GLWK 8� )LHUVW ������� $ODQ *UHHQVSDQ ������� 3� %UHWW +DPPRQG DQG0DUN -� :DUVKDZVN\ �������

/DZUHQFH:KLWH ������� WKH ����(FRQRPLF5HSRUW RI WKH 3UHVLGHQW�+HQQLQJ%RKQ �����D�E� DQG:DUVKDZVN\ �������

�����

,��,QWURGXFWLRQ

7KH�DOPRVW����KLVWRULF�HTXLW\�SUHPLXP�FUHDWHV�D�WHPSWLQJ�RSSRUWXQLW\�WR�UHVFXH�WKH�FXUUHQWO\

LQVROYHQW� 6RFLDO� 6HFXULW\� V\VWHP&ZLWKRXW� UDLVLQJ� WKH� SD\UROO� WD[&E\� LQYHVWLQJ� WKH� ODUJH� DQG

JURZLQJ�6RFLDO�6HFXULW\�WUXVW�IXQG�LQ�HTXLWLHV�LQVWHDG�RI�JRYHUQPHQW�GHEW��WKH�DVVHW�WKH�WUXVW�IXQG

FXUUHQWO\�KROGV���7KLV�W\SH�RI�SODQ�KDV�EHHQ�GLVFXVVHG�IRU�\HDUV�EXW�LW�KDV�WDNHQ�RQ�D�QHZ�SRSXODULW\

ZLWK�WKH�UHFHQW������UHOHDVH�RI�WKH�UHSRUW�E\�WKH�$GYLVRU\�&RXQFLO�RQ�6RFLDO�6HFXULW\��

7KH�PHULWV�RI�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�LV�DQ�RSHQ�LVVXH���2SSRQHQWV�RI�LQYHVWLQJ

WKH�WUXVW�IXQG�LQ�HTXLWLHV�DUJXH�WKDW�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�ZRXOG�EH�D�SXUH�VKHOO�JDPH&D

PHUH�VZDS�LQ�HTXLW\�KROGLQJV�EHWZHHQ�SULYDWH�DQG�SXEOLF�SHQVLRQV&ZLWK�SRVVLEOH�DGYHUVH�SULFH

HIIHFWV���3URSRQHQWV�UHVSRQG�WKDW�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�FRXOG�EH�XVHG�DV�D�PHDQV�WR

PDLQWDLQ�WKH�FXUUHQW�OHYHO�RI�EHQHILWV�IRU�FXUUHQW�ZRUNHUV�ZLWKRXW�LQFUHDVLQJ�WKH�SD\UROO�WD[�LQ�WKH

IXWXUH���,W�LV�DOVR�DUJXHG�WKDW�WUXVW�IXQG�LQYHVWPHQW�FRXOG�EH�SDUW�RI�D�SODQ�WR�ERRVW�QDWLRQDO�VDYLQJ�

7KH� NH\� TXHVWLRQ� UHODWLQJ� WR� LQYHVWLQJ� WKH� WUXVW� IXQG� LQ� HTXLWLHV� LV�� ZKR� ZLOO� EHDU� WKH

DVVRFLDWHG�ULVN"��7KLV�LVVXH�ZDV�FRQVLGHUHG�LQ�EURDG�WHUPV�E\�WKH�7HFKQLFDO�3DQHO�RI�WKH�UHFHQW

$GYLVRU\�&RXQFLO�ZKR�ZURWH�

$�GLIIHUHQW�ZD\�WR�WKLQN�DERXW�WKH�SURSRVDO�LV�WR�UHDOL]H�WKDW�WKH�ULVNV�DQG�UHWXUQV�LQ

WKH�6RFLDO�6HFXULW\�DJHQF\
V�>HTXLW\@�SRUWIROLR�ZRXOG�EH�SDVVHG�RQ�WR�KRXVHKROGV�

SHUKDSV� ZLWK� VRPH� ODJ�� �:KHQ� SRUWIROLR� UHWXUQV� DUH� KLJK�� WKLV� LPSURYHV� 6RFLDO

6HFXULW\�EHQHILWV�RU�UHGXFHV�6RFLDO�6HFXULW\�WD[HV�LQ�WKH�IXWXUH��ZKHQ�UHWXUQV�DUH�ORZ�

WKLV�DSSURDFK�UHGXFHV�6RFLDO�6HFXULW\�EHQHILWV�RU�LQFUHDVHV�WD[HV�LQ�WKH�IXWXUH�� ���

>$QRWKHU@�SRVVLELOLW\�LV�WKDW�WUXVW�IXQG�ULVN�ZLOO�IDOO�RQ�DV�\HW�XQERUQ�JHQHUDWLRQV��ZKR

KDYH�QR�RSSRUWXQLW\�WR�KROG�VWRFNV�QRZ�RQ�WKHLU�RZQ�DFFRXQWV���+ROGLQJ�HTXLWLHV�LQ

WKH� IXQG� FRXOG� JLYH� IXWXUH� JHQHUDWLRQV� H[SRVXUH� WR� FXUUHQW� VWRFN� UHWXUQV�� WKXV



� 7HFKQLFDO 3DQHO RQ 7UHQGV DQG ,VVXHV LQ 5HWLUHPHQW 6DYLQJ� S� ���

�����

LPSURYLQJ�ULVN�VKDULQJ�DFURVV�JHQHUDWLRQV��

7KHUH�DUH�EDVLFDOO\�WKUHH�GLIIHUHQW�SRVVLEOH�LQWHUJHQHUDWLRQDO�ULVN�DOORFDWLRQ�FRPELQDWLRQV

DVVRFLDWHG�ZLWK�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV���7KH�SDSHU�SURFHHGV�IURP�WKH�VLPSOHVW�DOORFDWLRQ

DQG�PRYHV�WRZDUG�JUHDWHU�FRPSOH[LW\���7DEOH���VXPPDUL]HV�WKH�WKUHH�ULVN�DOORFDWLRQV�XVLQJ�D�SD\RII

PDWUL[���'HVFULSWLRQV�RI�WKH�WKUHH�DOORFDWLRQV�DUH�DV�IROORZV�

& 7KH�'HILQHG�&RQWULEXWLRQ��'&��$SSURDFK�&�&XUUHQW�ZRUNHUV�JHW�WKH�HTXLW\�UHWXUQ

QH[W�SHULRG��ZKHWKHU�ODUJH�RU�VPDOO�

&XUUHQW�ZRUNHUV�UHFHLYH�UHWLUHPHQW�EHQHILWV�ODUJHU�WKDQ�WKRVH�FRPSDWLEOH�ZLWK

FXUUHQW�WD[�UDWHV�LI�WKH�HTXLW\�IXQG�RXWSHUIRUPV�WKH�QRPLQDOO\�ULVN�IUHH�UDWH

�WKH�UDWH�WKH�IXQG�LV�FXUUHQWO\�REWDLQLQJ��EXW�FXUUHQW�ZRUNHUV�DOVR�IXOO\�DEVRUE

DQ\�VKRUWIDOO�LQ�WKH�WUXVW�IXQG�LQ�WKH�IRUP�RI�ORZHU�IXWXUH�EHQHILWV�

& 7KH�$V\PPHWULF� �$6<��$SSURDFK�&� &XUUHQW�ZRUNHUV� JHW� WKH� HTXLW\� UHWXUQ� QH[W

SHULRG��JXDUDQWHHG�E\�IXWXUH�ZRUNHUV�WR�HTXDO�DW�OHDVW�WKH�H[SHFWHG�UHWXUQ�

&XUUHQW�ZRUNHUV�DUH�UHZDUGHG�LQ�WHUPV�RI�IXWXUH�UHWLUHPHQW�EHQHILWV�WKDW�DUH

ODUJHU�WKDQ�WKRVH�FRPSDWLEOH�ZLWK�FXUUHQW�WD[�UDWHV�LI�WKH�HTXLW\�IXQG�SHUIRUPV

DV�H[SHFWHG�EXW�IXWXUH�ZRUNHUV�DUH�SUH�FRPPLWWHG�WR�IXOO\�DEVRUE�DQ\�VKRUWIDOO

LQ�WKH�WUXVW�IXQG�EHORZ�LWV�H[SHFWHG�YDOXH�LQ�WKH�IRUP�RI�ODUJHU�WD[HV���$Q\

UHWXUQ�DW��RU�LQ�H[FHVV�RI��LWV�H[SHFWHG�YDOXH�LV�SDVVHG�RQ�WR�FXUUHQW�ZRUNHUV

LQ�WKH�IRUP�RI�ODUJHU�EHQHILWV�UHODWLYH�WR�WKRVH�FRPSDWLEOH�ZLWK�FXUUHQW�WD[

UDWHV�



� $Q DOWHUQDWLYH SD\RII WR WKH '% SODQ ZRXOG EH WR GLVWULEXWH HTXLW\ UHWXUQV LQ H[FHVV RI >OHVV WKDQ@ WKH ULVN�IUHH

UDWH WR IXWXUH ZRUNHUV LQ WKH IRUP RI D ORZHU >KLJKHU@ SD\UROO WD[� 7KLV DOORFDWLRQ FKDQJHV WKH ULVN VKLIWLQJ QDWXUH RI

6RFLDO 6HFXULW\ ZKLFK PLJKW OHDG WR JDLQV RU ORVVHV �VHH EHORZ� EXW WKLV DOORFDWLRQ KDV QR LPSDFW LQ D FRPSOHWH PDUNHW

VHWWLQJ� 7KLV ULVN DOORFDWLRQ� KRZHYHU� GRHV QRW PHHW WKH REMHFWLYH RI DYRLGLQJ DQ LQFUHDVH LQ WKH SD\UROO WD[ LQ RUGHU WR

PDLQWDLQ EHQHILWV IRU FXUUHQW ZRUNHUV VLQFH FXUUHQW ZRUNHUV ZRXOG JHW SDLG WKH ULVN�IUHH UDWH �ZKDW WKH\ DUH DOUHDG\

UHFHLYLQJ IURP WKH WUXVW IXQG� UHJDUGOHVV RI WKH WUXVW IXQG
V SHUIRUPDQFH� 6R� IRU H[DPSOH� WKLV SODQ LV QRW FRQVLVWHQW ZLWK

WKH SODQ DGYRFDWHG E\ VL[ PHPEHUV RI WKH UHFHQW ���PHPEHU $GYLVRU\ &RXQFLO�

�����

& 7KH�'HILQHG�%HQHILW��'%��$SSURDFK�&�&XUUHQW�ZRUNHUV�JHW�WKH�HTXLW\�UHWXUQ�QH[W

SHULRG��JXDUDQWHHG�E\�IXWXUH�ZRUNHUV�WR�H[DFWO\�HTXDO�WKH�H[SHFWHG�UHWXUQ��

6DPH�DV�$6<�H[FHSW� WKDW�DQ\� UHWXUQ� LQ� WKH�HTXLW\
V� IXQG� LQ�H[FHVV� RI� LWV

H[SHFWHG�YDOXH�DFFUXHV�WR�IXWXUH�WD[SD\HUV�LQ�WKH�IRUP�RI�ORZHU�WD[HV�LQVWHDG

RI�EHLQJ�SDVVHG�WR�FXUUHQW�ZRUNHUV�LQ�WKH�IRUP�RI�ODUJHU�IXWXUH�EHQHILWV�

:KHUHDV�WKH�'&�ULVN�DOORFDWLRQ�GRHV�QRW�DWWHPSW�WR�VPRRWK�WKH�HTXLW\�UHWXUQV�RI�WKH�WUXVW�IXQG

RYHU� WLPH�� WKH�$6<�DQG�'%�ULVN�DOORFDWLRQV�GR�� �7KH�$6<�ULVN�DOORFDWLRQ�LV�FOHDUO\�WKH�PRVW

JHQHURXV�WR�FXUUHQW�ZRUNHUV��DOWKRXJK�VRPH�PLJKW�WKLQN�WKDW�WKLV�VFKHPH�LV�WRR�H[WUHPH�LQ�WKDW�LW

JLYHV�FXUUHQW�ZRUNHUV�DOO�RI�WKH��XSVLGH��LI�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�SHUIRUPV�ZHOO�EXW

QRQH�RI�WKH��GRZQVLGH��LI�WKH�IXQG�SHUIRUPV�EHORZ�H[SHFWDWLRQV���+RZHYHU��LW�ZRXOG�EH�QDLYH�WR

EHOLHYH�WKDW�WKH�$6<�ULVN�DOORFDWLRQ�FRXOG�QRW�EH�D�SRVVLEOH�RXWFRPH�IURP�LQYHVWLQJ�WKH�WUXVW�IXQG

LQ�HTXLWLHV�VLQFH�6RFLDO�6HFXULW\�EHQHILFLDULHV�DQG�WKRVH�QHDU�UHWLUHPHQW�ZLOO�FRPSRVH�D�YHU\�ODUJH

VKDUH�RI�WKH�YRWLQJ�SRSXODWLRQ�GXULQJ�WKH�QH[W�IHZ�GHFDGHV���7KH�'%�ULVN�DOORFDWLRQ�LV�SUREDEO\

FORVHU�WR�ZKDW�WKH�SURPRWHUV�RI�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�ZRXOG�FODLP�WKDW�WKH\�KDYH�LQ

PLQG�EHFDXVH�LW�LV�FRQVLVWHQW�ZLWK�WKH�FXUUHQW�OHJDO�VWUXFWXUH�RI�6RFLDO�6HFXULW\�LQ�ZKLFK�EHQHILWV�DUH

SDLG�RXW�LQGHSHQGHQWO\�RI�VKRUW�WHUP�IOXFWXDWLRQV�LQ�HFRQRPLF�DQG�GHPRJUDSKLF�YDULDEOHV�

:H� UHLWHUDWH� WKDW� H[FHSW� IRU� WKLV� FKDQJH� LQ� LQYHVWPHQW� SROLF\�� 6RFLDO� 6HFXULW\
V

SULQFLSOHV� DQG� VWUXFWXUH� ZRXOG� UHPDLQ� XQFKDQJHG� XQGHU� WKLV� DSSURDFK�� � 6RFLDO

6HFXULW\�FRQWLQXHV�DV�D�GHILQHG�EHQHILW�SODQ��ZLWK�WKH�DPRXQW�RI�EHQHILWV�DQG�WKH

FRQGLWLRQV�XQGHU�ZKLFK�WKH\�DUH�SDLG�VWLOO�GHWHUPLQHG�E\�ODZ�UDWKHU�WKDQ�E\�LQGLYLGXDO



� 6HH� H�J�� )LQGLQJV� 5HFRPPHQGDWLRQV� DQG 6WDWHPHQWV �S� ��� RI WKH UHFHQW ��������� $GYLVRU\ &RXQFLO RQ

6RFLDO 6HFXULW\�

�����

LQYHVWPHQWV�������WKHUH�ZRXOG�EH�XSV�DQG�GRZQV�LQ�UHWXUQV�EXW�RQO\�YHU\�ORQJ�UDQJH

WUHQGV�ZRXOG�PDWWHU���$QG�WKH�DVVXPHG�UDWH�RI�UHWXUQ��ZKLOH�LPSRUWDQW��ZRXOG�EH

VHFRQGDU\�WR�WKH�IDFW�WKDW�EHQHILWV�ZRXOG�UHPDLQ�GHILQHG�E\�ODZ�UDWKHU�WKDQ�E\�WKH

UHODWLYH�XQFHUWDLQW\�RI�LQGLYLGXDO�LQYHVWPHQW�GHFLVLRQV��

6HFWLRQ�,,�DQDO\]HV�HDFK�ULVN�DOORFDWLRQ�LQVLGH�RI�D�YHU\�LGHDO�VHWWLQJ�ZLWK�IXOO\�LQIRUPHG

DJHQWV��QR�WUDQVDFWLRQ�FRVWV�DQG�FRPSOHWH�PDUNHWV���7KH�NH\�UHVXOWV�DUH�DV�IROORZV�

3 7KH�GHILQHG�FRQWULEXWLRQ��'&��ULVN�DOORFDWLRQ�LV�FRQVLVWHQW�ZLWK�WKH�FRPPRQO\�VWDWHG��VKHOO

JDPH��VFHQDULR�WKDW�LQYROYHV�D�VZDS�EHWZHHQ�SULYDWH�DQG�SXEOLF�SHQVLRQV�ZLWK�QR�FKDQJH�LQ

DJJUHJDWH�VDYLQJ�DQG�QR�SULFH�HIIHFWV�

3 7KH�GHILQHG�EHQHILW��'%��DOORFDWLRQ�LV�PDWKHPDWLFDOO\�HTXLYDOHQW�WR�DQ�LQWHUJHQHUDWLRQDO

WUDQVIHU�RQ�D�SD\�DV�\RX�JR�EDVLV�RI�SXW�DQG�FDOO�VWRFN�RSWLRQV��L�H���D�IXWXUHV�FRQWUDFW��WKDW

LQVXUHV�WKDW�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�SHUIRUPV�DV�H[SHFWHG���7KH�'%�DOORFDWLRQ

UHSUHVHQWV�DQ�LQVWDQW�ZLQGIDOO�IRU�FXUUHQW�ZRUNHUV�DORQJ�ZLWK�D�FRQWUDFWLRQ�RI�WKH�H[SHFWHG

YDOXH�EXGJHW�FRQVWUDLQW�IRU�DOO�IXWXUH�ZRUNHUV�� �1DWLRQDO�VDYLQJ�LV�ORZHU�XQGHU�WKH�'%

VFKHPH�UHODWLYH�WR�D�EDVHOLQH�SROLF\�RI�PDLQWDLQLQJ�WKH�FXUUHQW�SD\UROO�WD[�UDWH���3UREDEO\

PRVW�LPSRUWDQW��KRZHYHU��LV�WKDW�WKH�'%�DOORFDWLRQ�SODFHV�DQ�DFWXDULDO�WD[�OLDELOLW\�RQ�IXWXUH

ZRUNHUV�WKDW�LV�DV�ODUJH�DV�NHHSLQJ�WKH�WUXVW�IXQG�LQYHVWHG�LQ�ERQGV�DQG�LQVWHDG�UDLVLQJ�WKH

VDPH�H[SHFWHG�UHYHQXH�E\�LQFUHDVLQJ�WKH�SD\UROO�WD[�RQ�RQO\�IXWXUH�ZRUNHUV&D�UHVXOW�WKDW

KROGV�DW�DQ\�YDOXH�RI�ULVN�DYHUVLRQ���,QGHHG��IXWXUH�JHQHUDWLRQV�ZRXOG�EH�EHWWHU�RII�LI�WKH

H[SOLFLW� SD\UROO� WD[�ZHUH� LQFUHDVHG� LPPHGLDWHO\� VR� WKDW� FXUUHQW�ZRUNHUV� SDUWLFLSDWHG� LQ

PDLQWDLQLQJ�WKHLU�RZQ�IXWXUH�OHYHO�RI�EHQHILWV���7KLV�UHVXOW�LV�LURQLF�JLYHQ�WKH�VWURQJ�SROLWLFDO

UHVLVWDQFH�WR�LQFUHDVLQJ�WKH�SD\UROO�WD[�XQGHU�WKH�FXUUHQW�ODZ�'%�V\VWHP��HVSHFLDOO\�E\�WKRVH



� :KLOH VL[ RI WKH �� PHPEHUV RI WKH UHFHQW $GYLVRU\ &RXQFLO DGYRFDWHG LQYHVWLQJ WKH WUXVW IXQG LQ HTXLWLHV�

DOO PHPEHUV UHMHFWHG DQ LQFUHDVH LQ WKH SD\UROO WD[�

�����

ZKR�DGYRFDWH�LQYHVWLQJ�WKH�WUXVW�IXQG�LQWR�HTXLWLHV��

3 7KH� DV\PPHWULF� �$6<�� DOORFDWLRQ� LV� D�PRUH� H[WUHPH� IRUP� RI� WKH�'%� DSSURDFK� DQG� LV

PDWKHPDWLFDOO\�HTXLYDOHQW�WR�DQ�LQWHUJHQHUDWLRQDO�WUDQVIHU�RQ�D�SD\�DV�\RX�JR�EDVLV�RI�RQO\

SXW�RSWLRQV�WKDW�LQVXUH�WKDW�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�SHUIRUPV�DW�OHDVW�DV�H[SHFWHG�

7KH�UHVXOWV�DUH�TXDOLWDWLYHO\�VLPLODU�WR�WKH�'%�SODQ�EXW�TXDQWLWDWLYHO\�DUH�VOLJKWO\�VWURQJHU�

7KH�NH\�VLPSOLI\LQJ�DVVXPSWLRQ�PDGH� LQ�6HFWLRQ� ,,� LV� WKDW�PDUNHWV�DUH�FRPSOHWH�� �7KLV

LQFOXGHV� WKH�H[LVWHQFH�RI�DQ� LQWHUJHQHUDWLRQDO� IXWXUHV�PDUNHW� WKDW� DOORZV�FXUUHQW�JHQHUDWLRQV� WR

QHJRWLDWH� IXWXUHV� FRQWUDFWV� ZLWK� IXWXUH� JHQHUDWLRQV� YLD� WKH� JRYHUQPHQW�� DOWHUQDWLYHO\�� FXUUHQW

JRYHUQPHQW�LQWHUJHQHUDWLRQDO�WD[�SROLF\�LV�VXFK�WKDW��LI�VXFK�D�PDUNHW�ZHUH�HVWDEOLVKHG��WKHUH�ZRXOG

EH�QR�WUDGHV���$VVXPLQJ�FRPSOHWH�PDUNHWV�WKHUHIRUH�UXOHV�RXW�D�FULWLFDO�ZD\�WKDW�ILVFDO�SROLF\�FDQ�EH

XVHG�WR�HQKDQFH�ZHOIDUH��FRPSOHWLQJ�D�PLVVLQJ�LQWHUJHQHUDWLRQDO�IXWXUHV�PDUNHW���,PSRUWDQW�UHFHQW

ZRUN�RQ�WKLV�WRSLF�KDV�EHHQ�GRQH�E\�'RXJODV�*DOH��������DQG�+HQQLQJ�%RKQ������D�E����%RKQ

�����D��� LQ�SDUWLFXODU�� SURYLGHV� D� FRPSUHKHQVLYH� H[DPLQDWLRQ�RI� WKH�SRWHQF\�RI�YDULRXV�SROLF\

LQVWUXPHQWV�LQ�GLVWULEXWLQJ�ULVN�EHWZHHQ�JHQHUDWLRQV�LQ�D�JHQHUDO�HTXLOLEULXP�IUDPHZRUN�

7KH� DVVXPSWLRQ� RI� FRPSOHWH�PDUNHWV�� ZKLOH� FHUWDLQO\� XQUHDOLVWLF�� IDFLOLWDWHV� FRQYHUWLQJ

DFWXDULDO� WD[� OLDELOLWLHV� LQWR� SDUVLPRQLRXV� RSWLRQ� SULFLQJ� IRUPXODH��ZKLFK� KDV� WKH� DGYDQWDJH� RI

SURGXFLQJ�VXUSULVLQJO\�VKDUS�DQG�UREXVW�HTXLYDOHQF\�UHODWLRQVKLSV�ZLWKLQ�D�VLPSOH�IUDPHZRUN�

7KHVH�LQFOXGH�WKH�HTXLYDOHQFH�RI�WKH�$6<�DQG�'%�SODQV�DQG�WKH�LQWHUJHQHUDWLRQDO�WUDQVIHU�RI�VSHFLILF

ILQDQFLDO�LQVWUXPHQWV���$QRWKHU��DQG�WKH�PRVW�LPSRUWDQW��HTXLYDOHQFH�UHVXOW�LV�WKDW�EHWZHHQ�WKH�'%

SODQ�DQG�DQ�H[SOLFLW�WD[�LQFUHDVH�RQ�RQO\�IXWXUH�ZRUNHUV�WKDW�UDLVHV�WKH�VDPH�H[SHFWHG�UHYHQXH�



� , WKDQN =YL %RGLH IRU WKLV SRLQW�

�����

7KHVH�HTXLYDOHQF\�UHODWLRQVKLSV�QRW�RQO\�LGHQWLI\�LGHQWLFDO�ILVFDO�SROLFLHV&WKHUHE\�XQPDVNLQJ�WKH

LQWHUJHQHUDWLRQDO�LPSDFW�RI�YDULRXV�ULVN�DOORFDWLRQV&EXW�DOVR�DOORZ�IRU�FRPSXWLQJ�D�SUHFLVH�PHDVXUH

RI�WKHLU�YDOXH�

$�PRUH�WUDGLWLRQDO�UHDVRQ�IRU�VROYLQJ�WKH�FRPSOHWH�PDUNHW�SUREOHP�UHIOHFWV�RXU�LJQRUDQFH

RI�MXVW�KRZ�LQFRPSOHWH�D�JLYHQ�PDUNHW�UHDOO\�LV���,W�LV�QRW�WUXH�WKDW�LQWHUJHQHUDWLRQDO�ULVN�VKLIWLQJ�LV

QRQ�H[LVWHQW���7KH�JRYHUQPHQW�DOUHDG\�VKLIWV�ULVN�EHWZHHQ�JHQHUDWLRQV�YLD�VDIH�GHEW�DQG�WKH�SD\�DV�

\RX�JR�SRUWLRQ�RI�6RFLDO�6HFXULW\��0HGLFDUH� DQG�E\� WD[LQJ� FDSLWDO� LQFRPH� �*DOH� >����@��%RKQ

>����D@��� � 3DVVLQJ� RQ� PRUH� ULVN&HYHQ�� K\SRWKHWLFDOO\�� XQFRUUHODWHG� ULVN&PLJKW� WKHUHIRUH� EH

GHWULPHQWDO�WR�IXWXUH�ZRUNHUV���$V�%RKQ������E��SS���������ZULWHV���,W�ZRXOG�WDNH�D�TXLWH�DPELWLRXV

HPSLULFDO� VWXG\� WR� GHWHUPLQH� ZKHWKHU� WKH� ROG� DUH� FXUUHQWO\� WRR� OLWWOH� RU� WRR� PXFK� H[SRVHG� WR

SURGXFWLYLW\�ULVN��QRWKLQJ�OHVV�WKDQ�D�FRPSUHKHQVLYH�VXUYH\�RI�DOO�UHOHYDQW�VRXUFHV�RI�ULVN�DIIHFWLQJ

8�6��KRXVHKROGV�RI�GLIIHUHQW�DJHV����7R�WKH�H[WHQW�WKDW�LQYHVWPHQW�LQWR�WKH�WUXVW�IXQG�LV�YLHZHG�DV�DQ

LQFUHPHQW�WR�H[LVWLQJ�SROLF\��WKH�FRPSOHWH�PDUNHW�DQDO\VLV�WKHUHIRUH�PLJKW�QRW�EH�IDU�IURP�WKH�WUXWK�

,W�PD\�HYHQ�\LHOG�FRQVHUYDWLYH�SUHGLFWLRQV��LQGHHG��IXWXUH�JHQHUDWLRQV�PLJKW�EH�EHWWHU�RII�XQGHU�WKH

H[SOLFLW�WD[�LQFUHDVH�WKDQ�WKH�'%�SODQ�WKDW�H[SRVHV�WKHP�WR�DGGLWLRQDO�ULVN���%XW��DV�%RKQ������D�

VKRZV��WKHUH�VWLOO�PLJKW�EH�URRP�IRU�LPSURYHPHQW�LQ�ULVN�VKDULQJ�LI�WKH�JRYHUQPHQW�DOWHUV�LWV�FKRLFH

RI�SROLF\�LQVWUXPHQWV�DOWRJHWKHU�

)LQDOO\��FRPSOHWH�PDUNHW�DQDO\VLV�KHOSV�XQWDQJOH�WKH�GHWDLOV�ZKLFK�LV�LPSRUWDQW�VLQFH�WUXVW

IXQG�LQYHVWPHQW�LV�QRW�QHFHVVDULO\�WKH�RQO\�ZD\�RI�FRPSOHWLQJ�DQ�LPSHUIHFW�LQWHUJHQHUDWLRQDO�IXWXUHV

PDUNHW����$W�D�PLQLPXP��WKH�HTXLYDOHQF\�RI�WKH�'%�SODQ�DQG�WKH�H[SOLFLW�WD[�LQFUHDVH�XQGHU�FRPSOHWH

PDUNHWV� \LHOGV� WKH� SXQJHQW� UHVXOW� WKDW� WKH� JDLQV� WR� IXWXUH� JHQHUDWLRQV� UHVXOWLQJ� IURP� D� ODFN� RI



�����

H[SRVXUH�WR�FRQWHPSRUDQHRXV�VKRFNV�PXVW�EH�ODUJH�HQRXJK�VXFK�WKDW�IXWXUH�JHQHUDWLRQV�ZRXOG�EH

ZLOOLQJ�WR�SD\�DQ�DGGLWLRQDO�SD\UROO�WD[&HTXDO�WR�WKH�YDOXH�WKDW�ZRXOG�JHQHUDWH�WKH�VDPH�H[SHFWHG

UHYHQXH�DV�LQYHVWLQJ�WKH�WUXVW�IXQG�LQWR�HTXLWLHV&LQ�RUGHU�WR�EH�H[SRVHG�WR�FRQWHPSRUDQHRXV�VKRFNV�

6HFWLRQ�,,,�GHVFULEHV�KRZ�WKH�NH\�UHVXOWV�GHULYHG�LQ�6HFWLRQ�,,�FKDQJH�XSRQ�UHOD[LQJ�HDFK

DVVXPSWLRQ���6HFWLRQ�,9�FRQFOXGHV�DQG�SURYLGHV�VXJJHVWLRQV�IRU�IXWXUH�UHVHDUFK�

,,��&RPSOHWH�0DUNHWV

7KLV�VHFWLRQ�PDNHV�WKH�IROORZLQJ�DVVXPSWLRQV���(DFK�DVVXPSWLRQ�LV�GLVFXVVHG�LQ�6HFWLRQ�,,,�

$668037,216

$�� $JHQWV�DUH�)XOO\�,QIRUPHG�

$�� 7KHUH�DUH�QR�7UDQVDFWLRQ�&RVWV�

$��� 1R�7UDGLQJ�&RVWV�

$��� 1R�&DSLWDO�*DLQV�7D[HV�

$�� $JHQWV�)DFH�&RPSOHWH�0DUNHWV

$��� 1R�%RUURZLQJ�5HVWULFWLRQV

$��� 1R�6KRUW�6DOH�5HVWULFWLRQV

�$OWHUQDWLYHO\��DJHQWV�FXUUHQWO\�KROG�HTXLW\��

$��� ,QWHUJHQHUDWLRQDO�)XWXUHV�0DUNHW�LV�$FWLYH

�$OWHUQDWLYHO\��IXWXUH�DJHQWV�DOUHDG\�IDFH�RSWLPDO�WD[�UDWH�XQFHUWDLQW\��

$�� 7KH�7UXVW�)XQG�LV�3HUSHWXDO

�� 7KH�'HILQHG�&RQWULEXWLRQ��'&��$OORFDWLRQ��7KH�6KHOO�*DPH

7R�VHH�KRZ�LQYHVWLQJ�LQ�HTXLWLHV�FDQ�FRQVWLWXWH�D�SXUH�VKHOO�JDPH��FRQVLGHU��ZLWKRXW�ORVV�LQ

JHQHUDOLW\��WKH�G\QDPLF�EXGJHW�FRQVWUDLQW�IDFHG�E\�DQ�DJHQW�LQ�D�WZR�SHULRG�PRGHO���7KH�DJHQW��ERUQ

LQ�WLPH�W��PDNHV�D�ODERU�LQFRPH�HTXDO�WR�<
�
�DW�DJH���NQRZQ�DW�WLPH�W��FRQVXPHV�&

��W�DQG�DFFXPXODWHV

$��W�DVVHWV�IRU�WKH�VHFRQG�SHULRG�RI�OLIH���7KH�DJHQW�FDQ�LQYHVW�LQ�HTXLWLHV�WKDW�SD\V�D�ULVN\�UDWH�RI

UHWXUQ�HTXDO�WR�H
W
�GXULQJ�SHULRG�W�DQG�WKH�DJHQW�FDQ�LQYHVW�LQWR�ERQGV�WKDW�SD\V�D�FRQVWDQW�ULVNOHVV�UDWH

RI�UHWXUQ�HTXDO�WR�U���7KH�LQGLYLGXDO�DOVR�IDFHV�D�6RFLDO�6HFXULW\�SD\UROO�WD[�HTXDO�WR�-��WKH�SURFHHGV



� 7KH EXGJHW FRQVWUDLQW FDQ EH HDVLO\ HQKDQFHG WR LQFOXGH LQKHULWHG DVVHWV� 5LFDUGLDQ HTXLYDOHQFH ZRXOG QRW

QXOOLI\ WKH IDFW WKDW WKH $6< DQG '% ULVN DOORFDWLRQV LPSO\ D KLGGHQ WD[ LQFUHDVH RQ IXWXUH JHQHUDWLRQV EXW 5LFDUGLDQ

HTXLYDOHQFH ZRXOG LPSO\ WKDW KRXVHKROGV ZRXOG UHDOL]H LW �PD\EH EHFDXVH RI WKLV SDSHU� DQG ZRXOG FKRRVH WR RIIVHW LW�

�����

RI�ZKLFK�DUH�LQYHVWHG�LQWR�WKUHH�W\SHV�RI�DVVHWV��ERQGV��HTXLW\�DQG�D�SD\�DV�\RX�JR�6RFLDO�6HFXULW\

DVVHW�WKDW�SD\V�D�UDWH�RI�UHWXUQ�HTXDO�WR�J�NQRZQ�DW�WLPH�W���6HH�WKH�$SSHQGL[�IRU�WKH�FRUUHVSRQGLQJ

FRQVXPHU
V�PD[LPL]DWLRQ�SUREOHP�DQG�WKH�VSHFLILFDWLRQ�RI�WHFKQRORJ\�

8QGHU�WKH�'&�ULVN�DOORFDWLRQ�LQ�WKLV�VHFWLRQ��DQ�DJHQW�UHFHLYHV�ZKDWHYHU�WKH�HTXLW\�EDVHG�WUXVW

IXQG�SD\V�RXW��ZKHWKHU�ODUJH�RU�VPDOO���7KH�LQGLYLGXDO�LQ�SHULRG���WKHUHIRUH�KDV�DVVHWV�HTXDO�WR�

��� $
��W
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ZKHUH���������������LV�WKH�VKDUH�RI�SULYDWH�DVVHWV�LQYHVWHG�LQWR�ERQGV�DQG�������LV�WKH�VKDUH�RI�DVVHWV

LQYHVWHG�LQ�HTXLWLHV����
U
�LV�WKH�VKDUH�RI�WKH�SD\UROO�WD[�LQYHVWHG�LQWR�ERQGV���

H
�LV�WKH�VKDUH�RI�WKH

SD\UROO�WD[�LQYHVWHG�LQ�HTXLWLHV��ZKHUH��
U
����

H
������DQG�WKH�UHPDLQGHU������

U
��

H
���LV�WKH�VKDUH�RI�WKH

SD\UROO�WD[�LQYHVWHG�LQWR�WKH�SD\�DV�\RX�JR�DVVHW���8QGHU�WKH�FXUUHQW�V\VWHP���
U
�!���DQG��

H
� �����7LPH

VXEVFULSWV�IRU�WKHVH�SRUWIROLR�VKDUH�YDULDEOHV�DUH�RPLWWHG�

1RWLFH�IURP�HTXDWLRQ�����WKDW�WKH�LQGLYLGXDO�DOUHDG\�HIIHFWLYHO\�FRQWUROV�H[DFWO\�KRZ�KLV�KHU

SD\UROO�WD[��-<
�
��LV�GLYLGHG�EHWZHHQ�HTXLW\�DQG�GHEW���6SHFLILFDOO\��WKH�DJHQW�FKRRVHV���LQ�RUGHU�WR

REWDLQ�KLV�KHU�RSWLPDO�YDOXHV�RI���
U
����DQG���

H
�������WKH�VKDUHV�RI�6RFLDO�6HFXULW\�LQYHVWHG�LQWR�ULVN�

IUHH�GHEW�DQG�HTXLW\��UHVSHFWLYHO\���+HQFH��DQ\�FKDQJH�LQ�WKH�LQYHVWPHQW�VWUDWHJ\�RI�6RFLDO�6HFXULW\

WKDW�NHHSV�WKH�SD\�DV�\RX�JR�SRUWLRQ�FRQVWDQW&H�J���LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV����
U
� ��

��
H
�&KDV� QR� LPSDFW� RQ� WKH� FRPELQHG� �SXEOLF� DQG� SULYDWH�� SRUWIROLR� DOORFDWLRQ� RI� WKLV� DJHQW�

,QWXLWLYHO\��DJHQWV�VHH�WKH�WUXVW�IXQG�VLPSO\�DV�WKHLU�FRQGXLW�IRU�LQYHVWLQJ�LQWR�ERQGV�RU�HTXLW\�DQG



� 7HFKQLFDOO\� DVVXPSWLRQV $��� � $� DUH QRW QHHGHG IRU WKH VKHOO�JDPH VFHQDULR�

�����

VR�WKH\�WDNH�WKLV�LQWR�DFFRXQW�LQ�WKHLU�SULYDWH�LQYHVWPHQW�GHFLVLRQV���7KLV�OHDGV�WR�WKH�IROORZLQJ

SURSRVLWLRQ��ZKLFK�LV�SURYHQ�IRUPDOO\�LQ�WKH�$SSHQGL[�

352326,7,21 � ,QYHVWLQJ�WKH�6RFLDO�6HFXULW\�WUXVW�IXQG�LQ�HTXLWLHV�XQGHU�WKH�'&�ULVN

DOORFDWLRQ�FRQVWLWXWHV�D��VKHOO�JDPH��WKDW�GRHV�QRW�DOWHU�WKH�VKDUH�RI�DJJUHJDWH�DVVHWV�GHYRWHG�WR

HTXLW\�RU�ERQGV��QRU�KDV�DQ\�SULFH�HIIHFWV��

7KH� REYLRXV� FRQFHUQ� ZLWK� WKH� '&� ULVN� DOORFDWLRQ� WKHUHIRUH� LV� WKDW� LW� GRHV� QRWKLQJ� RI

VXEVWDQFH��LQFOXGLQJ�IDLOLQJ�WR�ERRVW�WKH�H[SHFWHG�FRPELQHG��SULYDWH�DQG�SXEOLF��UHWLUHPHQW�EHQHILWV

UHODWLYH� WR� WKH� FXUUHQW� WD[� UDWH�� � (YHQ� 6RFLDO� 6HFXULW\� UHWLUHPHQW� EHQHILWV� WKHPVHOYHV� DUH� QRW

QHFHVVDULO\�PDLQWDLQHG�DW�WKHLU�FXUUHQW�OHYHOV�VLQFH�DOO�RI�WKH�ULVN�LV�GHYRWHG�WR�D�VLQJOH�JHQHUDWLRQ

ZKRVH�EHQHILWV�WKHUHIRUH�DUH�ULVN\�DQG�GHSHQG�RQ�PDUNHW�SHUIRUPDQFH&LGHQWLFDO�WR�D�SHUVRQDO

VDYLQJ�DFFRXQW���$V�QRWHG�LQ�6HFWLRQ�,��WKLV�RSWLRQ�ZDV�H[SOLFLWO\�UHMHFWHG�E\�PDQ\�SURSRQHQWV�RI

LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�

3URSRVLWLRQ���DOVR�FRXQWHUV�DQ�LQFRUUHFW�\HW�ZLGHO\�KHOG�EHOLHI�E\�WKRVH�ZKR�DGKHUH�WR�WKH

VKHOO�JDPH�VFHQDULR��QDPHO\��WKDW�D�VKLIW�LQ�WKH�WUXVW�IXQG�LQYHVWPHQW�VWUDWHJ\�IURP�ERQGV�WR�HTXLW\

ZLOO�KDYH��SRVVLEO\�GHWULPHQWDO��SULFH�HIIHFWV���)RU�H[DPSOH��WKH�UHFHQW������(FRQRPLF�5HSRUW�RI�WKH

3UHVLGHQW��(53��ZULWHV�WKDW�

$QRWKHU� FULWLFLVP� RI� DOORZLQJ� WKH� WUXVW� IXQGV� WR� LQYHVW� LQ� HTXLWLHV� LV� WKDW� VXFK

LQYHVWPHQWV�ZRXOG�SULPDULO\�UHSUHVHQW�D�UHDOORFDWLRQ�RI�DVVHWV�EHWZHHQ�WKRVH�KHOG�LQ

WKH�WUXVW�IXQGV�DQG�WKRVH�KHOG&HLWKHU�GLUHFWO\�RU�LQGLUHFWO\&E\�KRXVHKROGV���,W�FRXOG

LPSURYH�WKH�ILQDQFLDO�SRVLWLRQ�RI�WKH�WUXVW�IXQGV��EHFDXVH�RI�HTXLWLHV
�KLVWRULFDOO\

KLJKHU�DYHUDJH� UHWXUQV��EXW� IRU�D�JLYHQ� OHYHO�RI� VDYLQJ� LW�ZRXOG�QRW� LQFUHDVH� WKH

UHWXUQV�IRU�WKH�1DWLRQ�DV�D�ZKROH���,QYHVWLQJ�D�SRUWLRQ�RI�WKH�WUXVW�IXQGV�LQ�HTXLWLHV

ZRXOG�UDLVH�WKH�SULFH�DQG�ORZHU�WKH�UHWXUQ�RQ�HTXLWLHV��DQG�ORZHU�WKH�SULFH�DQG�UDLVH



�
7KH ���� (FRQRPLF 5HSRUW RI WKH 3UHVLGHQW� S� ����

�� )LQGLQJV� 5HFRPPHQGDWLRQV� DQG 6WDWHPHQWV� S� ���

������

WKH�UHWXUQ�RQ�7UHDVXU\�VHFXULWLHV���+LJKHU�7UHDVXU\�\LHOGV�ZRXOG�UDLVH�)HGHUDO�LQWHUHVW

FRVWV�DQG��DOO�HOVH�HTXDO��WKH�QRQ�6RFLDO�6HFXULW\�SRUWLRQ�RI�WKH�GHILFLW��

$V�3URSRVLWLRQ���SURYHV��KRZHYHU��LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�ZLOO�QRW�KDYH�DQ\�SULFH

HIIHFWV���7KH�UHDVRQ�LV�WKDW�KRXVHKROGV�ZLOO�ZDQW�WR�FRQWLQXH�WR�KROG�WKH�H[DFW�VDPH�FRPELQHG��SXEOLF

DQG�SULYDWH��OHYHO�RI�HTXLWLHV�DQG�ERQGV�DIWHU�WKH�WUXVW�IXQG�LV�LQYHVWHG�LQ�HTXLWLHV�� �+RXVHKROGV

WKHUHIRUH�DUH�ZLOOLQJ�WR�KROG�WKHVH�DVVHWV�DW�WKH�VDPH�SULFHV�DV�EHIRUH���,QYHVWLQJ�WKH�WUXVW�IXQG�LQ

HTXLWLHV�LV�D�SXUH�VZDS�EHWZHHQ�SULYDWHO\�DQG�SXEOLFO\�KHOG�DVVHWV�ZLWK�QR�QHHG�IRU�SULFHV�WR�DGMXVW�

%XW�LI�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�GLG�KDYH�SULFH�HIIHFWV��WKHQ�WKH�FDVH�IRU�LQYHVWLQJ

WKH�WUXVW�IXQG�LQ�HTXLWLHV�SUHVXPDEO\�WDNHV�RQ�PRUH�ZHLJKW��QRW�OHVV���7KH�UHDVRQ�LV�WKDW��XQGHU�WKH

'&�ULVN�DOORFDWLRQ��DQ\�PRYHPHQW�LQ�SULFHV�PD\�LQGLFDWH�WKDW�KRXVHKROGV�GR�QRW�FXUUHQWO\�YLHZ�WKH

WUXVW�IXQG�DV�WKHLU�FRQGXLW�IRU�KROGLQJ�ERQGV���,W�IROORZV�WKDW�WKH�6RFLDO�6HFXULW\�$GPLQLVWUDWLRQ

�66$��FRXOG�SRVVLEO\�LPSURYH�WKH�ZHOIDUH�RI�WKHVH��LQIRUPDWLRQ�FRQVWUDLQHG��SHRSOH�E\�VHHNLQJ�D

EHWWHU� EDODQFH� EHWZHHQ� ULVN� DQG� UHWXUQ� IRU� WKHVH� SHRSOH�� � 7KLV�PD\� EH� WKH� VFHQDULR� WKDW� VRPH

PHPEHUV�RI�WKH�UHFHQW�$GYLVRU\�&RXQFLO�KDG�LQ�PLQG�ZKHQ�WKH\�ZURWH�

&XUUHQWO\�LW�FDQ�EH�DUJXHG�WKDW�WKH�JRYHUQPHQW�LV�QRW�SHUIRUPLQJ�LWV�UROH�DV�IXQG

PDQDJHU�IRU�6RFLDO�6HFXULW\�DV�ZHOO�DV�LW�PLJKW&QRW�EHFDXVH�RI�DQ\�IDLOXUH�RQ�WKH

SDUW�RI�WKRVH�PDQDJLQJ�WKH�V\VWHP�EXW�EHFDXVH�6RFLDO�6HFXULW\�E\�ODZ�LV�DOORZHG�WR

LQYHVW� RQO\� LQ� WKH� PRVW� FRQVHUYDWLYH� RI� LQYHVWPHQWV�� ORQJ�WHUP�� ORZ�\LHOG

JRYHUQPHQW� ERQGV�� � 7UXVWHHV� RI� SULYDWH� SHQVLRQ� V\VWHPV� DQG�PDQDJHUV� RI� VWDWH

SHQVLRQ�V\VWHPV��ZKR�KDYH�WKH�DXWKRULW\�WR�LQYHVW�PXFK�PRUH�EURDGO\��ZRXOG�VXUHO\

EH�FDVWLJDWHG�LI�WKH\�SXUVXHG�VXFK�DQ�XOWUD�FRQVHUYDWLYH�LQYHVWPHQW�SROLF\��DQG�LW�FDQ

EH�DUJXHG�WKDW�6RFLDO�6HFXULW\�VKRXOG�KDYH�WKH�VDPH�IUHHGRP�WR�LQYHVW�SDUW�RI�LWV

IXQGV� LQ� WKH� EURDG� HTXLWLHV�PDUNHW� UHSUHVHQWLQJ� SUDFWLFDOO\� WKH� HQWLUH� $PHULFDQ

HFRQRP\���
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7R�EH�IDLU��WKH�(FRQRPLF�5HSRUW�RI�WKH�3UHVLGHQW�PD\�QRW�KDYH�KDG�WKH�SXUH�VKHOO�JDPH

VFHQDULR�LQ�PLQG�LQ�WKHLU�DQDO\VLV���0RUHRYHU��WKH\�FDQ�EH�FRPPHQGHG�IRU�VWDWLQJ�WKDW&DV�D�ILUVW�

RUGHU�HIIHFW&LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�DPRXQWV�WR�OLWWOH�PRUH�WKDQ�D�UHVKXIIOLQJ�RI�DVVHWV�

%XW�WKH�HPSKDVLV�RQ�SULFHV&UHJDUGOHVV�RI�WKH�ULVN�DOORFDWLRQ�LQ�PLQG&LV�D�OLWWOH�ZLGH�RI�WKH�PDUN

LQ�WKH�DEVHQFH�RI�QRQ�SHFXQLDU\�H[WHUQDOLWLHV���7KH�UHDO�LVVXH�IURP�D�VRFLHWDO�SHUVSHFWLYH�LV�QRW�WKH

SULFH�HIIHFWV�DVVRFLDWHG�ZLWK�LQYHVWLQJ�WKH�WUXVW�IXQG�LQWR�HTXLWLHV�EXW�KRZ�WKH�DVVRFLDWHG�ULVN�LV

DOORFDWHG�

�� 7KH�$V\PPHWULF��$6<��$OORFDWLRQ��$Q�,QWHUJHQHUDWLRQDO�7UDQVIHU�RI�D�3XW�2SWLRQ

IURP�WKH�<RXQJ�WR�WKH�2OG

8QGHU�WKH�$6<�ULVN�DOORFDWLRQ��DQ\�VKRUWIDOO�LQ�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�EHORZ

H[SHFWDWLRQ�DFFUXHV�WR�IXWXUH�WD[SD\HUV�LQ�WKH�IRUP�RI�KLJKHU�WD[HV�ZKLOH�DQ\�UHWXUQ�DW��RU�LQ�H[FHVV

RI��H[SHFWDWLRQ�LV�SDVVHG�RQ�WR�FXUUHQW�WD[SD\HUV�LQ�WKH�IRUP�RI�KLJKHU�EHQHILWV�

7KH�'HULYDWLRQ�RI�WKH�3XW�2SWLRQ�7UDQVIHU

/HW� � GHQRWH� WKH� WLPH�W� UDWH� RI� UHWXUQ� WR� HTXLW\� H[SHFWHG� LPPHGLDWHO\� SULRU� WR� WLPH� W��H
W

���%\�DVVXPSWLRQ��WKH�SD\UROO�WD[�LV�UDLVHG�RQ�ILUVW�SHULRG�DJHQWV�LQ�RUGHU�WR�IXOO\�DEVRUE�H
W

 (�H

W
_ W�

DQ\�VKRUWIDOO�EHORZ�H[SHFWDWLRQ�LQ�WKH�SUHYLRXV�SHULRG
V�YDOXH�RI�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�

7KLV�DGGLWLRQDO�SD\UROO�WD[��GHQRWHG�DV�-D��HTXDOV��DW�WLPH�W�
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ZKHUH�WKH�QXPHUDWRU�HTXDOV�WKH�VKRUWIDOO�LQ�WKH�YDOXH�RI�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�ZKLOH�WKH

GHQRPLQDWRU�LV�WKH�JURZWK�DGMXVWHG�WD[�EDVH�RI�WKH�FXUUHQW�ILUVW�SHULRG�DJHQWV�
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7KH�LQGLYLGXDO�ERUQ�D�WLPH�W�KDV�DVVHWV�DW�DJH���HTXDO�WR
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7KH�VHFRQG�HTXDOLW\�LQ�HTXDWLRQ�����GHPRQVWUDWHV�WKDW�WKH�ULVN�DOORFDWLRQ�FRQVLGHUHG�LQ�WKLV

VHFWLRQ�LV�QRW�D�VKHOO�JDPH���,Q�JHQHUDO��WKH�WKLUG�DQG�IRXUWK�WHUPV�RI�WKH�VHFRQG�HTXDOLW\�ZLOO�QRW�DGG

XS�WR�]HUR�DQG�VR�WKH�VKHOO�JDPH�VFHQDULR�LV�QR�ORQJHU�WUXH�

(TXDWLRQ������KRZHYHU��LV�RQO\�WKH�UHDOL]HG�EXGJHW�FRQVWUDLQW�DQG�VR�LW�WKHUHIRUH�FDQQRW�EH

XVHG� WR�GHWHUPLQH� WKH�YDOXH�RI� WKLV� ULVN�DOORFDWLRQ�� �0RUH�JHQHUDOO\�� ILUVW�SHULRG�DJHQWV� IDFH�DQ

XQFHUWDLQ�YDOXH�RI�H�DQG�VR�WKH\�IDFH�DQ�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQW�DW�WKH�EHJLQQLQJ�RI�WKHLU

OLIH���(TXDWLRQ�����LPSOLHV�DQ�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQW�EXW�QRW�YLFH�YHUVD�

:KHUHDV�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�DORQJ�ZLWK�WKH�'&�ULVN�DOORFDWLRQ�GLG�QRW�FKDQJH

WKH�UHDOL]HG�QRU�WKH�H[SHFWHG�EXGJHW�FRQVWUDLQW��WKH�$6<�ULVN�DOORFDWLRQ�FRQVLGHUHG�LQ�WKLV�VHFWLRQ

GRHV���&RQFHSWXDOO\��RQH�FDQ�WKLQN�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�DORQJ�ZLWK�WKH�$6<��RU�'%�

ULVN�DOORFDWLRQ�DV�D�WZR�VWHS�SURFHVV�� �,Q�WKH�ILUVW�VWHS��WKH�JRYHUQPHQW�LQYHVWV�WKH�WUXVW�IXQG�LQ

HTXLWLHV�DQG�DQQRXQFHV�WKH�'&�ULVN�DOORFDWLRQ���,Q�WKH�VHFRQG�VWHS��WKH�JRYHUQPHQW�DQQRXQFHV�D

VZLWFK�IURP�WKH�'&�WR�WKH�$6<��RU�'%��ULVN�DOORFDWLRQ���$V�VKRZQ�LQ�6HFWLRQ����WKH�ILUVW�VWHS�KDV�QR

LPSDFW�RQ�DQ\�YDULDEOHV�LQ�WKH�HFRQRP\���$OO�RI�WKH�FKDQJH�LQ�HFRQRPLF�YDULDEOHV�FRPHV�VROHO\�IURP

WKH�FKDQJH�LQ�WKH�ULVN�DOORFDWLRQ���7KH�FKDQJH�LQ�WKH�UHDOL]HG�EXGJHW�FRQVWUDLQW�WKHUHIRUH�FRPHV�IURP

VXEWUDFWLQJ�HTXDWLRQ�����IURP�������7KH�FRUUHVSRQGLQJ�FKDQJH�LQ�WKH�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQW
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6HH 6XPUX $OWXy DQG 3DPHOD /DEDGLH ������ IRU DQ H[FHOOHQW GLVFXVVLRQ RQ SULFLQJ GHULYDWLYH LQVWUXPHQWV�
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PHDVXUHG�LPPHGLDWHO\�SULRU�WR�WKH�ILUVW�SHULRG�RI�OLIH�IRU�D�SHUVRQ�ERUQ�DW�WLPH�W��WKHUHIRUH�HTXDOV
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# 3 3�H��� ZLWKLQ VWRFKDVWLF VWHDG\ VWDWH

ZKHUH�8
�#��LV�WKH�PDUJLQDO�XWLOLW\�RI�DQ\�YDOLG�XWLOLW\�IXQFWLRQ�����������'��ZKHUH�'�LV�WKH�UDWH�RI�WLPH

SUHIHUHQFH��DQG� �LV�WKH�SULFH�RI�D�RQH�SHULRG�SXW�RSWLRQ�ZLWK�D�VWULNH�SULFH�RI������ ��DW3 3�H
W	�
��� �H

WLPH�W�RQ�D�GROODU
V�ZRUWK�RI�HTXLW\�WKDW�SDLG�D�UDWH�RI�UHWXUQ�HTXDO�WR�H
W��
�LQ�WKH�SUHYLRXV�SHULRG�����7KH

DERYH�IRUPXOD�LV�VLPSOLILHG�E\�DVVXPLQJ�J
W
� �J

W��
�DOWKRXJK�LW�FDQ�HDVLO\�EH�UHZULWWHQ�ZLWK�J

W
�g�J

W��
�ZLWK

QR�FKDQJH�WR�WKH�UHVXOWV�KHUHLQ���5HGXFLQJ�WKH�HTXDWLRQV�WR�WKHLU�VWHDG\�VWDWH�IRUPV�LV�DOVR�GRQH

SXUHO\�IRU�LOOXVWUDWLYH�VLPSOLILFDWLRQ�

7XUQLQJ�WR�WKH�ILUVW�HTXDOLW\�RI�HTXDWLRQ������WKH�ILUVW�WHUP�LQ�WKLV�HTXDOLW\�HTXDOV�WKH�YDOXH�RI

WKH�SURPLVH� WKDW� LV� UHFHLYHG� LQ� WKH� ILUVW�SHULRG�RI� OLIH�E\�D�JHQHUDWLRQ�W� DJHQW�FRUUHVSRQGLQJ� WR

JHQHUDWLRQ��W���
V�REOLJDWLRQ�WR�PDNH�XS�IRU�DQ\�VKRUWIDOO�LQ�WKH�JURZWK�RI�WKH�WUXVW�IXQG�EHORZ�LWV

H[SHFWHG�YDOXH�DW�WLPH�W�YLD�DQ�LQFUHDVH�LQ�WKH�SD\UROO�WD[���7KH�VHFRQG�WHUP�RI�WKH�ILUVW�HTXDOLW\

HTXDOV�WKH�YDOXH�RI�WKH�SURPLVH�WKDW�PXVW�EH�SDLG�E\�JHQHUDWLRQ�W�WR�PDNH�XS�IRU�DQ\�VKRUWIDOO�LQ�WKH

JURZWK� RI� WKH� WUXVW� IXQG� IRU� WKH� W��� JHQHUDWLRQ�� � $VVXPSWLRQ� $���&WKH� H[LVWHQFH� RI� DQ
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LQWHUJHQHUDWLRQDO�IXWXUHV�PDUNHW&LV�EHLQJ�HPSOR\HG�LQ�WKH�VHFRQG�WHUP�RI�WKLV�HTXDOLW\�DQG�LV�WKH

UHDVRQ�ZK\�WKH�YDOXH�RI�WKLV�LQWHUJHQHUDWLRQDO�LQVXUDQFH�FRQWUDFW�LV�RI�HTXDO�YDOXH�WR�FXUUHQW�DQG

IXWXUH�ZRUNHUV�DW�WKH�PDUJLQ�

7KH� VHFRQG� HTXDOLW\�RI� HTXDWLRQ� ���� FRPHV� IURP�VXEVWLWXWLQJ� HTXDWLRQ� ���� LQWR� WKH� ILUVW

HTXDOLW\�LQ�HTXDWLRQ�����

7KH�WKLUG�HTXDOLW\�RI�HTXDWLRQ�����UHFRJQL]HV�WKH�IDFW�WKDW�WKH�(�&��H[SUHVVLRQ�LV�HTXDO�WR�WKH

SULFH�RI�D�RQH�SHULRG�SXW�RSWLRQ�IRU�D�GROODU
V�ZRUWK�RI�VWRFN�ZLWK�D�VWULNH�SULFH�HTXDO�WR�WKH�H[SHFWHG

YDOXH� RI� WKLV� VWRFN�� ����� ��� � 7KLV� HTXDOLW\� KDV� D� YHU\� LQWXLWLYH� LQWHUSUHWDWLRQ�� � *HQHUDWLRQ�W�H

LQGLYLGXDOV�UHFHLYH�IUHH�SXW�RSWLRQV�LQ�WKH�ILUVW�SHULRG�RI�WKHLU�OLYHV�IRU�HYHU\�GROODU�WKH\�LQYHVW�LQ

HTXLWLHV�YLD� WKH�WUXVW�IXQG�� �7KLV�RSWLRQ�XQGHUZULWHV� WKH�HTXLW\�SRUWLRQ�RI� WKH� WUXVW�IXQG�LQ�IXOO�

JXDUDQWHHLQJ�WKDW�WKHVH�LQGLYLGXDOV�ZLOO�UHFHLYH�D�UDWH�RI�UHWXUQ�RI�DW�OHDVW� ���7KLV�JXDUDQWHH�LV�H
W

UHSUHVHQWHG�E\�WKH�ILUVW�WHUP�RQ�WKH�5+6�RI�WKLV�HTXDOLW\���7KH�VHFRQG�WHUP�RI�WKLV�HTXDOLW\�UHIOHFWV

WKH�IDFW�WKDW�WKLV�VDPH�SHUVRQ�ZDV�SUH�FRPPLWWHG�E\�WKH�SUHYLRXV�JHQHUDWLRQ�WR�JLYH�DZD\�D�SXW

RSWLRQ�WKDW�XQGHUZULWHV�D�SRRU�SHUIRUPDQFH�RI�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�EHORZ�LWV�H[SHFWHG

YDOXH�LQFXUUHG�GXULQJ�WKH�SUHYLRXV�SHULRG���7KH�WRWDO�DPRXQW�QHHGHG�WR�EH�XQGHUZULWWHQ&HTXDO�LQ

YDOXH� WR� WKH� WRWDO� VL]H� RI� WKH� SRUWLRQ� RI� WKH� WUXVW� IXQG� LQYHVWHG� LQ� HTXLWLHV� E\� WKH� SUHYLRXV

JHQHUDWLRQ&LV�VPDOOHU�E\�WKH�IUDFWLRQ����J��RI�WKH�DPRXQW�WKDW�WKH�QH[W�JHQHUDWLRQ�ZLOO�KDYH�WR

XQGHUZULWH�GXH�WR�WKH�JURZWK�LQ�WKH�WD[�EDVH���2Q�WKH�RWKHU�KDQG��VLQFH�WKLV�VWRFN�RSWLRQ�LV�EHLQJ�SDLG

IRU�LPPHGLDWHO\�SULRU�WR�EHLQJ�SRWHQWLDOO\�H[HUFLVHG&LQVWHDG�RI�EHLQJ�SXUFKDVHG�LQ�WKH�SUHYLRXV

SHULRG&WKH�HIIHFWLYH�FRVW�RI�WKLV�RSWLRQ�LV�LQFUHDVHG�E\����U��WR�UHIOHFW�WKH�LPSOLFLW�ERUURZLQJ�FRVW�

7KH�ODVW�HTXDOLW\�RI�HTXDWLRQ�����UHIOHFWV�WKH�IDFW�WKDW�LQ�VWRFKDVWLF�VWHDG\�VWDWH��WKH�KLJKHU

PRPHQWV�RI�WKH�HTXLW\�SULFH�LV�FRQVWDQW�DQG�VR�WKH�YDOXH�RI�WKH�SXW�RSWLRQ�LV�DOVR�FRQVWDQW���7KLV



�� ,I� RQ WKH RWKHU KDQG� U � J WKHQ LW LV LQHIILFLHQW WR KDYH D WUXVW IXQG�

�� 1RWH WKDW WKH LQWHUQDO UDWH RI UHWXUQ WR 6RFLDO 6HFXULW\� J� LV FRPSDUHG DJDLQVW WKH ULVN�IUHH UDWH U� LQVWHDG RI

DJDLQVW RU VRPH EOHQGHG UDWH� ,QWXLWLYHO\� ZKLOH WKH SDWK RI WKH VWRFN SULFH LWVHOI LV QRQ�GLIIHUHQWLDEOH� WKH YDOXH RI WKH�H

VWRFN RSWLRQ LWVHOI LV FHUWDLQ�

������

HTXDOLW\� GHPRQVWUDWHV� WKDW� WKH� DV\PPHWULF� $6<� ULVN� DOORFDWLRQ� FRQVLGHUHG� LQ� WKLV� VHFWLRQ� LV

HTXLYDOHQW�WR�LQFUHDVLQJ�WKH�SD\�DV�\RX�JR�SRUWLRQ�RI�WKH�6RFLDO�6HFXULW\�SURJUDP�E\�WKH�YDOXH�RI�D

VWRFN�SXW�RSWLRQ�WKDW�IXOO\�LQVXUHV�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�DJDLQVW�D�SHUIRUPDQFH�EHORZ

LWV�H[SHFWHG�YDOXH���-XVW�OLNH�LQFUHDVLQJ�WKH�VL]H�RI�WKH�SD\�DV�\RX�JR�SRUWLRQ�RI�6RFLDO�6HFXULW\��WKH

$6<�ULVN�DOORFDWLRQ�JLYHV�WKH�LQLWLDO�JHQHUDWLRQ�DQ�LQVWDQW�ZLQGIDOO�DW�WKH�FRVW�RI�GHFUHDVLQJ�WKH

H[SHFWHG�YDOXH�RI�WKH�OLIHWLPH�EXGJHW�FRQVWUDLQWV�IRU�VXEVHTXHQW�JHQHUDWLRQV�ZKHQ�U�!�J��������7KLV

ULVN�DOORFDWLRQ�VFKHPH�ZRXOG�DOVR�OHDG�WR�D�UHGXFWLRQ�LQ�QDWLRQDO�VDYLQJ�UHODWLYH�WR�WKH�EDVHOLQH�RI

PDLQWDLQLQJ� WKH�FXUUHQW�SD\UROO� WD[� UDWH�� �7KH�NH\�UHVXOWV�RI� WKLV� VHFWLRQ�DUH�VXPPDUL]HG� LQ� WKH

IROORZLQJ�SURSRVLWLRQ�

352326,7,21 � ,QYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�XQGHU�WKH�$6<�ULVN�DOORFDWLRQ�VFKHPH�LV

HTXLYDOHQW�WR�LQFUHDVLQJ�WKH�SD\�DV�\RX�JR�SRUWLRQ�RI�WKH�6RFLDO�6HFXULW\�SURJUDP�E\�WKH�YDOXH�RI

D�VWRFN�SXW�RSWLRQ�WKDW�IXOO\�LQVXUHV�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�DJDLQVW�D�SHUIRUPDQFH�EHORZ

LWV�H[SHFWHG�YDOXH���5HODWLYH�WR�D�EDVHOLQH�SROLF\�RI�PDLQWDLQLQJ�WKH�FXUUHQW�SD\UROO�WD[�UDWH��WKH�$6<

ULVN�DOORFDWLRQ�UHSUHVHQWV�DQ�LQVWDQW�ZLQGIDOO�WR�FXUUHQW�ZRUNHUV��FRQWUDFWV�WKH�H[SHFWHG�YDOXH�EXGJHW

FRQVWUDLQW�IRU�IXWXUH�ZRUNHUV��IRU�U�!�J��DQG�UHGXFHV�QDWLRQDO�VDYLQJ�

�� 7KH�'HILQHG�%HQHILW��'%��5LVN�$OORFDWLRQ��$Q�,QWHUJHQHUDWLRQDO�7UDQVIHU�RI�D�)XWXUHV

&RQWUDFW�IURP�WKH�<RXQJ�WR�WKH�2OG

7KLV�VHFWLRQ�LQYHVWLJDWHV�WKH�'%�ULVN�DOORFDWLRQ��ZKLFK�HQWDLOV�LQYHVWLQJ�VRPH�RI�WKH�WUXVW

IXQG�LQ�HTXLWLHV�ZLWK�D�UDWH�RI�UHWXUQ�JXDUDQWHHG�E\�IXWXUH�ZRUNHUV�WR�H[DFWO\�HTXDO�WKH�H[SHFWHG
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UHWXUQ���6SHFLILFDOO\��DQ\�VKRUWIDOO�LQ�WKH�HTXLW\�IXQG
V�H[SHFWHG�YDOXH�DFFUXHV�WR�IXWXUH�WD[SD\HUV�LQ

WKH�IRUP�RI�KLJKHU�WD[HV��MXVW�OLNH�WKH�SUHYLRXV�VHFWLRQ��ZKLOH�DQ\�UHWXUQ�LQ�WKH�HTXLW\
V�IXQG�LQ�H[FHVV

RI�LWV�H[SHFWHG�YDOXH�DFFUXHV�WR�IXWXUH�WD[SD\HUV�LQ�WKH�IRUP�RI�ORZHU�WD[HV��YHUVXV�KLJKHU�EHQHILWV

DV� LQ� WKH�SUHYLRXV�VHFWLRQ��� �7KH�'%�ULVN�DOORFDWLRQ�WKHUHIRUH�JHQHUDWHV�D�JXDUDQWHHG�DGGLWLRQDO

DPRXQW� RI� UHYHQXH� WR� WKH� 6RFLDO� 6HFXULW\� $GPLQLVWUDWLRQ� HTXDO� WR� � �ZKHUH-<
�
�

H
# (�H�	U

�&L�H��� WKH�DPRXQW�RI�6RFLDO�6HFXULW\� UHYHQXH� LQYHVWHG� LQ�HTXLWLHV� WLPHV� WKH�ZHGJH��
H
� 	��

U

EHWZHHQ�WKH�QHZ�JXDUDQWHHG�UDWH�RI�UHWXUQ�DQG�WKH�FXUUHQW�UDWH�RI�UHWXUQ���7KLV�LQFUHDVH�LQ�UHYHQXH

FDQ�WKHQ�EH�XVHG�WR�KHOS�PDLQWDLQ�FXUUHQW�ODZ�EHQHILWV�IRU�FXUUHQW�ZRUNHUV�LQGHSHQGHQW�RI�VKRUW�WHUP

HTXLW\�UHWXUQV�DQG�ZLWKRXW�DQ�H[SOLFLW�SUH�GHWHUPLQHG�LQFUHDVH�LQ�WKH�SD\UROO�WD[�

'HULYLQJ�WKH�)XWXUHV�&RQWUDFW�7UDQVIHU

7KH�DGGLWLRQDO�SD\UROO�WD[�-D�XQGHU�WKH�'%�ULVN�DOORFDWLRQ�LV�UHGHILQHG�WR�HTXDO��DW�WLPH�W�

��� -
D
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H
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	H

W	�
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1RWLFH�WKDW�HTXDWLRQ�����LV�LGHQWLFDO�WR�HTXDWLRQ�����H[FHSW�ZLWK�WKH�DGGLWLRQ�RI�WKH�VHFRQG

WHUP� LQ� WKH� VTXDUH� EUDFNHWV� UHIOHFWLQJ� WKH� IDFW� WKDW�� LQ� WKH� '%� SODQ�� DQ\� HTXLW\� UHWXUQ� DERYH

H[SHFWDWLRQ�OHDGV�WR�D�UHGXFWLRQ�LQ�WKH�SD\UROO�WD[�UDWKHU�WKDQ�DQ�LQFUHDVH�LQ�EHQHILWV��DV�LQ�$6<��

7KH�'%�ULVN�DOORFDWLRQ�LV�LGHQWLFDO�WR�WKH�$6<�ULVN�DOORFDWLRQ�H[FHSW�ZLWK�WKH�DGGLWLRQ�RI�DQ

LQWHUJHQHUDWLRQDO�WUDQVIHU�RI�D�FDOO�RSWLRQ�IURP�FXUUHQW�ZRUNHUV�WR�IXWXUH�ZRUNHUV��UHIOHFWLQJ�WKH�IDFW

WKDW�DQ\�UHWXUQ�WR�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�LQ�H[FHVV�RI�H[SHFWDWLRQ�UHGXFHV�WKH�SD\UROO�WD[

UDWH�� �7R� SURYH� WKLV�� VXEVWLWXWH� ���� LQWR� WKH� ILUVW� HTXDOLW\� RI� HTXDWLRQ� ���� DQG� UHGXFH� WR� JHW� WKH

IROORZLQJ�H[SUHVVLRQ��ZLWK��S�UHSODFHG�ZLWK��I��
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7KH�ILUVW�WHUP�RQ�WKH�5+6�LQ�WKH�ILUVW�HTXDOLW\�LQ�HTXDWLRQ�����UHIOHFWV�D�SXW�DQG�FDOO�RSWLRQ

UHFHLYHG� DQG�ZULWWHQ�� UHVSHFWLYHO\�� E\� D� JHQHUDWLRQ�W� DJHQW� FRQVWLWXWLQJ� D� IXWXUHV� FRQWUDFW�ZLWK

JHQHUDWLRQ��W����DJHQWV�WR�LQVXUH�WKDW�WKH�JHQHUDWLRQ�W�DJHQW�UHFHLYHV�D�UDWH�RI�UHWXUQ�RQ�KLV�WUXVW�IXQG

LQYHVWPHQW�HTXDO�WR� �UHJDUGOHVV�RI�KRZ�WKH�IXQG�DFWXDOO\�SHUIRUPV���7KH�VHFRQG�WHUP�RQ�WKH�5+6�H
W

LQ�WKH�ILUVW�HTXDOLW\�LQ�HTXDWLRQ�����UHIOHFWV�WKH�IXWXUHV�FRQWUDFW�WKDW�PXVW�EH�SDLG�E\�WKH�JHQHUDWLRQ�W

DJHQW�WKDW�LQVXUHV�WKDW�WKH�JHQHUDWLRQ��W����DOVR�UHFHLYHV�D�UDWH�RI�UHWXUQ�RQ�WKHLU�WUXVW�IXQG�LQYHVWPHQW

HTXDO�WR� ���$V�EHIRUH��DVVXPSWLRQ�$����FDQ�EH�VHHQ�LQ�WKH�VHFRQG�WHUP�RI�WKH�ILUVW�HTXDOLW\�DQG�H
W	�

LV�WKH�UHDVRQ�WKDW�WKH�YDOXH�RI�WKLV�LQWHUJHQHUDWLRQDO�FRQWUDFW�LV�RI�HTXDO�YDOXH�WR�FXUUHQW�DQG�IXWXUH

ZRUNHUV�DW�WKH�PDUJLQ�

7KH� VHFRQG�HTXDOLW\� LQ� HTXDWLRQ� ���� FDQ�EH�GHULYHG� GLUHFWO\� IURP� WKH� DJHQW
V� ILUVW�RUGHU

FRQGLWLRQV�RU��LQ�WHUPV�RI�RSWLRQ�SULFLQJ��FRPHV�IURP�VXEVWLWXWLQJ�LQWR�WKH�ILUVW�HTXDOLW\�LQ�HTXDWLRQ

����WKH�+DQV�6WROO��������SXW�FDOO�SDULW\�UHODWLRQVKLS�IRU�D�RQH�SHULRG�FRQWUDFW�ZLWK�VWULNH�SULFH�HTXDO

WR�WKH�H[SHFWHG�SULFH�DQG�D�FXUUHQW�SULFH�HTXDO�WR����

��� �3 3�H
W
���	3 &�H

W
��� 
 ����H

W��
�����U�	�

7KH�WKLUG�HTXDOLW\�LQ�HTXDWLRQ�����VLPSOLILHV�WKH�VHFRQG�HTXDOLW\�
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7KH�H[SUHVVLRQ� LQ�HTXDWLRQ�����LV�WKH�VKDGRZ�ULVN�SUHPLXP�DVVRFLDWHG�ZLWK����H� � ���U�	�

WKH�IXWXUHV�FRQWUDFW���6SHFLILFDOO\��WKH�H[SUHVVLRQ� �LV�WKH�SUHPLXP�WKDW�ZRXOG�EH����H� � ���U�	�

QHFHVVDU\�WR�JLYH�WR�IXWXUH�JHQHUDWLRQV�LQ�RUGHU�WR�HQWLFH�WKHP�WR�YROXQWDULO\�DFFHSW� WKH�JDPEOH

DVVRFLDWHG�ZLWK�WKH�'%�ULVN�DOORFDWLRQ���7KH�SUHPLXP�LV�]HUR�LI�HYHU\�WD[SD\HU�RI�WKH�QH[W�JHQHUDWLRQ

LV�ULVN�QHXWUDO�� ����,I�VRPH�IXWXUH�WD[SD\HUV�DUH�ULVN�DYHUVH�� ��WKHQ�WKH�ULVN�SUHPLXP�LVU 
 �H U � �H

SRVLWLYH�HYHQ�IRU�U� ���EHFDXVH�WKH�IXWXUHV�FRQWUDFW�SULFH�LV�VHW�DW�D�YDOXH�WKDW�LV�KLJKHU�WKDQ�WKH

FXUUHQW�SULFH�SOXV�ULVN�IUHH�LQWHUHVW��RU��HTXLYDOHQWO\��EHFDXVH�WKH�SXW�RSWLRQ�LV��LQ�SUHVHQW�YDOXH�WHUPV�

�LQ�WKH�PRQH\���KDV�D�SUHVHQW�YDOXH�VWULNH�SULFH�KLJKHU�WKDQ�WKH�FXUUHQW�SULFH��ZKLOH�WKH�FRQMRLQLQJ

FDOO�RSWLRQ�LV��RXW�RI�WKH�PRQH\����%HFDXVH�ERWK�RSWLRQ�FRQWUDFWV�DUH�QRW��DW�WKH�PRQH\���DFFHSWLQJ

WKHP�UHSUHVHQWV�D�JDPEOH�DQG�WKH�H[SUHVVLRQ� �LV�VLPSO\�HTXDO�WR�WKH�ULVN�SUHPLXP����H� � ���U�	�

DVVRFLDWHG�ZLWK�WDNLQJ�WKLV�W\SH�RI�JDPEOH�WKDW�UHSODFHV�D�FHUWDLQ�SD\UROO�WD[�ZLWK�DQ�XQFHUWDLQ�YDOXH�

1RWLFH�WKDW�WKH�DUUDQJHPHQW�RI�ULVN�FRQVLGHUHG�LQ�WKLV�VHFWLRQ�LV�HTXLYDOHQW�WR�LQFUHDVLQJ�WKH

SD\�DV�\RX�JR�SRUWLRQ�RI�WKH�6RFLDO�6HFXULW\�V\VWHP�E\�WKH�YDOXH�RI�WKH�IXWXUHV�FRQWUDFW�WKDW�LQVXUHV

WKDW�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�SHUIRUPV�H[DFWO\�DV�H[SHFWHG���6LPLODU�WR�WKH�$6<�ULVN

DOORFDWLRQ�FRQVLGHUHG�LQ�WKH�SUHYLRXV�VHFWLRQ��WKH�'%�ULVN�DOORFDWLRQ�UHGXFHV�WKH�H[SHFWHG�YDOXH

EXGJHW�FRQVWUDLQW�ZKHQ�U���J��UHSUHVHQWV�DQ�LQVWDQW�ZLQGIDOO�WR�WKH�LQLWLDO�JHQHUDWLRQ�RI�ZRUNHUV��DQG

UHGXFHV�QDWLRQDO�VDYLQJ���7KH�NH\�UHVXOWV�RI�WKLV�VHFWLRQ�DUH�VXPPDUL]HG�LQ�WKH�IROORZLQJ�SURSRVLWLRQ�

352326,7,21 � ,QYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�XQGHU�WKH�FXUUHQW�ODZ�'%�ULVN�DOORFDWLRQ

LV�HTXLYDOHQW�WR�LQFUHDVLQJ�WKH�SD\�DV�\RX�JR�SRUWLRQ�RI�6RFLDO�6HFXULW\�E\�WKH�YDOXH�RI�D�IXWXUHV

FRQWUDFW�IRU�WKH�HTXLW\�SRUWLRQ�RI�WKH�WUXVW�IXQG�ZLWK�D�FRQWUDFW�SULFH�HTXDO�WR�WKH�H[SHFWHG�YDOXH�RI

WKH�IXQG���7KH�YDOXH�RI�WKLV�FRQWUDFW�LV�SRVLWLYH�XQOHVV�DOO�IXWXUH�WD[SD\HUV�DUH�ULVN�QHXWUDO���5HODWLYH

WR�PDLQWDLQLQJ�WKH�FXUUHQW�SD\UROO�WD[��WKH�'%�ULVN�DOORFDWLRQ�JLYHV�DQ�LQVWDQW�ZLQGIDOO�WR�FXUUHQW
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ZRUNHUV��VKULQNV�WKH�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQW�IRU�IXWXUH�ZRUNHUV��ZKHQ�U�!�J��DQG�UHGXFHV

QDWLRQDO�VDYLQJ�

7KH�'%�ULVN�DOORFDWLRQ�FRQVLGHUHG�LQ�WKLV�VHFWLRQ�OHDGV�WR�DQ�DFWXDULDO�LQFUHDVH�LQ�WKH�SD\�DV�

\RX�JR�SRUWLRQ�RI�6RFLDO�6HFXULW\�WKDW�LV�VPDOOHU�WKDQ�WKH�LQFUHDVH�FRUUHVSRQGLQJ�WR�WKH�$6<�ULVN

DOORFDWLRQ���7KH�UHDVRQ�LV�WKDW��ZKLOH�IXWXUH�WD[SD\HUV�DUH�FRPPLWWHG�WR�ILQDQFH�DQ\�VKRUWIDOO�LQ�WKH

WUXVW�IXQG
V�YDOXH�EHORZ�LWV�H[SHFWHG�YDOXH�LQ�ERWK�FDVHV��IXWXUH�WD[SD\HUV��XQGHU�WKH�'%�SODQ��UHFHLYH

D�EHQHILW��LQ�WKH�IRUP�RI�ORZHU�WD[HV��WKH�FDOO�RSWLRQ���LI�WKH�WUXVW�IXQG�SHUIRUPV�EHWWHU�WKDQ�H[SHFWHG�

7KH�IROORZLQJ�SURSRVLWLRQ�LV�SURYHQ�LQ�WKH�$SSHQGL[�

352326,7,21 � 7KH�'%�ULVN�DOORFDWLRQ�OHDGV�WR�D�VPDOOHU�DFWXDULDO�LQFUHDVH�LQ�WKH�SD\�DV�

\RX�JR�SRUWLRQ�RI�WKH�6RFLDO�6HFXULW\�V\VWHP�UHODWLYH�WR�WKH�$6<�ULVN�DOORFDWLRQ�

�� 5DLVLQJ�7D[HV�9HUVXV�3DVVLQJ�WKH�5LVN

7KH�DQDO\VLV�RI�WKH�SUHYLRXV�WZR�VHFWLRQV�GHPRQVWUDWHV�WKDW�LQYHVWLQJ�D�SRUWLRQ�RI�WKH�WUXVW

IXQG�LQ�HTXLWLHV�LQ�DQ�DWWHPSW�WR�PDLQWDLQ�EHQHILWV�DW�D�OHYHO�WKDW�LV�KLJKHU�WKDQ�WKDW�ZKLFK�FDQ�EH

VXSSRUWHG�ZLWK�WKH�FXUUHQW�WD[�UDWH�LV�PDWKHPDWLFDOO\�HTXLYDOHQW�WR�LQFUHDVLQJ�WKH�WD[�UDWH�DQ\ZD\�

7ZR�UHODWHG�TXHVWLRQV�WKHUHIRUH�DULVH���)LUVW��FRXOG�IXWXUH�WD[SD\HUV�DFWXDOO\�EH�EHWWHU�RII�LI

WKH� WUXVW� IXQG� VLPSO\� FRQWLQXHG� WR� LQYHVW� LQWR� JRYHUQPHQW� GHEW� DQG� WKH� JRYHUQPHQW� LQVWHDG

PDLQWDLQHG� WKH� FXUUHQW� OHYHO� RI� EHQHILWV� E\� LQFUHDVLQJ� WD[� UDWHV� WRPRUURZ� �L�H��� RQ� RQO\� IXWXUH

WD[SD\HUV�"��6HFRQG��ZKDW�LI��LQVWHDG��WKH�JRYHUQPHQW�LQFUHDVHG�WD[�UDWHV�WRGD\�LQ�RUGHU�WR�WD[�QRW

RQO\�IXWXUH�WD[SD\HUV�EXW�SUHVHQW�WD[SD\HUV�DV�ZHOO"

5DLVLQJ�7D[HV�7RPRUURZ

&RQVLGHU�D�SROLF\�LQ�ZKLFK�WKH�SD\UROO�WD[�UDWH�RQ�IXWXUH�WD[SD\HUV�LV�H[SOLFLWO\�LQFUHDVHG�LQ
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RUGHU�WR�JHQHUDWH�DQ�LQFUHDVH�LQ�WKH�OHYHO�RI�UHYHQXH�HTXDO�WR�WKH�LQFUHDVH�H[SHFWHG�WR�EH�JHQHUDWHG

IURP�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV���7KH�UHVXOWLQJ�FKDQJH�LQ�WKH�SUHVHQW�YDOXH�RI�WKH�H[SHFWHG

YDOXH�EXGJHW�FRQVWUDLQW�UHVXOWLQJ�IURP�WKLV�H[SOLFLW�WD[�LQFUHDVH�LV�SURYHQ�LQ�WKH�$SSHQGL[�WR�HTXDO
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7KH�ILUVW�WHUP�LQ�HTXDWLRQ�����UHIOHFWV�WKH�LQFUHDVH�LQ�WKH�SD\�DV�\RX�JR�WD[HV�WKDW�PXVW�EH�SDLG�LQ�WKH

ILUVW�\HDU�RI�OLIH�LQ�RUGHU�WR�DFKLHYH�DQ�LQFUHDVH�LQ�WKH�OHYHO�RI�6RFLDO�6HFXULW\�EHQHILWV�REWDLQHG�LI�WKH

WUXVW�IXQG�HDUQHG�D�UDWH�RI�UHWXUQ�HTXDO�WR� �LQVWHDG�RI�U���7KH�VHFRQG�WHUP�UHIOHFWV�WKH�GLVFRXQWHG�UDWH�H

RI�UHWXUQ�WR�WKLV�SD\�DV�\RX�JR�WD[�LQFUHDVH�WKDW�LV�UHFHLYHG�E\�WKLV�DJHQW�LQ�WKH�VHFRQG�SHULRG�

5DLVLQJ�7D[HV�7RPRUURZ�YHUVXV�7KH�'%�DQG�$6<�5LVN�$OORFDWLRQV

7KH�FKDQJH�LQ�WKH�H[SHFWHG�YDOXH�EXGJHW�FRQVWUDLQW�UHVXOWLQJ�IURP�LQFUHDVLQJ�WD[HV�WRPRUURZ�

��LV�H[DFWO\�HTXDO�WR� ��WKH�FKDQJH�UHVXOWLQJ�IURP�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�XQGHU�WKH�'%�
W

�
I

SODQ��ZLWK��
U
�LQ�HTXDWLRQ�����QRZ�VHW�HTXDO�WR��

H
�LQ�HTXDWLRQ��������+HQFH��ERWK�SODQV�SODFH�DQ�HTXDO

EXUGHQ�RQ�IXWXUH�WD[SD\HUV���7KLV�HTXDOLW\�H[WHQGV�WULYLDOO\�WR�JHQHUDO�HTXLOLEULXP�VLQFH�ERWK�SROLFLHV

KDYH�DQ�LGHQWLFDO�LPSDFW�RQ�WKH�EXGJHW�FRQVWUDLQWV�RQ�HDFK�JHQHUDWLRQ�

1RWLFH�WKDW�WKLV�UDWKHU�UHPDUNDEOH�HTXLYDOHQFH�UHODWLRQVKLS�LV�FRPSOHWHO\�LQGHSHQGHQW�RI�WKH

IXQFWLRQDO�IRUP�DVVXPHG�IRU�WKH�XWLOLW\�IXQFWLRQ&LQFOXGLQJ�D�OLQHDU�XWLOLW\�IXQFWLRQ�FRUUHVSRQGLQJ

WR�ULVN�QHXWUDOLW\���,Q�WKH�FDVH�RI�ULVN�QHXWUDOLW\�� ���WKH�YDOXH�RI�IXWXUHV�FRQWUDFW�LV�]HUR�DQG�VRU 
 �H

YLD�HTXDWLRQ������ ���%XW�VLQFH�WKH�WUXVW�IXQG�LV�DOUHDG\�REWDLQLQJ� ��QR�DGGLWLRQDO�SD\�DV��
I

 � U 
 �H

\RX�JR�WD[�UHYHQXH�LV�QHHGHG�WR�DFKLHYH�D�OHYHO�RI�UHYHQXH�HTXDO�LQ�YDOXH�WR�LQYHVWLQJ�WKH�WUXVW�IXQG



������

LQ�HTXLWLHV�SD\LQJ�DQ�H[SHFWHG�UDWH�RI�UHWXUQ�HTXDO�WR� ���+HQFH��YLD�HTXDWLRQ������ ���$V�WKH�H �
W

 �

YDOXHV�RI�U�DQG� �EHJLQ�WR�GLYHUJH&L�H���DV�DJHQWV�EHFRPH�PRUH�ULVN�DYHUVH&WKH�YDOXH�RI�WKH�ULVN�H

SUHPLXP�DVVRFLDWHG�ZLWK�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�PRYHV�LQ�ORFNVWHS�ZLWK�WKH�YDOXH�RI�WKH

LQFUHDVH�LQ�WKH�HTXDO�UHYHQXH�SD\�DV�\RX�JR�WD[�UDWH�

%\�3URSRVLWLRQ���� WKH�DFWXDULDO� WD[� OLDELOLW\�DVVRFLDWHG�ZLWK� WKH�$6<�SODQ� LV�HYHQ�PRUH

H[SHQVLYH�WR�IXWXUH�JHQHUDWLRQV�WKDQ�WKH�H[SOLFLW�SD\UROO�WD[�LQFUHDVH�MXVW�FRQVLGHUHG��

7KH�9DOXH�RI�WKH�'%�DQG�$6<�5LVN�$OORFDWLRQV

,�QRZ�SULFH� WKH�YDOXH�RI� WKH�'%�ULVN�DOORFDWLRQ�IROORZHG�ZLWK�$6<�SODQ�� �$VVXPH� WKDW

JHQHUDWLRQV�DUH�VHSDUDWHG�E\����\HDUV�DQG�DVVXPH�D�SHU�DQQXP�YDOXH�RI� �HTXDO�WR�������WKH�ORQJ�UXQ�H

KLVWRULFDO� DQQXDO� JHRPHWULF� DYHUDJH� HTXLW\� UHWXUQ� WR� WKH� 6	3���� DGMXVWHG� WR� LQFOXGH� GLYLGHQG

LQFRPH����7KHVH�FKRLFHV�LPSO\�WKDW�HDFK�GROODU�RI�WKH�WUXVW�IXQG�LQYHVWHG�LQ�HTXLWLHV�GXULQJ�DQ�DJHQW
V

ZRUNLQJ�OLIH�LV�H[SHFWHG�WR�EH�ZRUWK�������� �>����@����E\�WKH�QH[W�SHULRG���$OVR�DVVXPH�D�YDOXH�RI

U�HTXDO�WR�������WKH�SRVW�ZDU�JHRPHWULF�DYHUDJH�UHDO�UDWH�RI�UHWXUQ�REWDLQHG�E\�WKH�WUXVW�IXQG��

%\�HTXDWLRQ������HDFK�GROODU�RI�WKH�WUXVW�LQYHVWHG�LQWR�WKH�HTXLW\�XQGHU�WKH�'%�DOORFDWLRQ

WKHUHIRUH� SODFHV� DQ� DFWXDULDO� WD[� OLDELOLW\� RQWR� IXWXUH� ZRUNHUV� HTXDO� WR� �����

� �> @�� RU� ������ � �����#>��U@���� LQ� IXWXUH� GROODUV�� � %XW� XQGHU� LWV� FXUUHQW����H �������U���	�

LQYHVWPHQW�SROLF\��HDFK�GROODU�LQ�WKH�WUXVW�IXQG�ZRXOG�KDYH�EHHQ�ZRUWK�������� �>����@����E\�WKH�QH[W

SHULRG�ZKLFK�DGGHG�WR�������JLYHV���������+HQFH��PRVW�RI�WKH�������DEVROXWH�LQFUHDVH�LQ�WKH�YDOXH

RI�WKH�WUXVW�IXQG�FRPHV�WKH�������DFWXDULDO�WD[�RQ�IXWXUH�ZRUNHUV���2I�FRXUVH��DOO�RI�WKH�������LQFUHDVH

FRPLQJ�VROHO\�IURP�VZLWFKLQJ�IURP�ERQGV�WR�HTXLW\�FRPHV�DW�WKH�H[SHQVH�RI�IXWXUH�ZRUNHUV���$V�WKH

SUHYLRXV�DQDO\VLV�VKRZV��LW�ZRXOG�KDYH�EHHQ�QR�GLIIHUHQW�LQ�DFWXDULDO�WHUPV�LI�WKH�JRYHUQPHQW�VLPSO\

NHSW�WKH�WUXVW�IXQG�LQYHVWHG�LQWR�ERQGV�DQG�LQVWHDG�UDLVHG�������LQ�QHZ�WD[HV�IURP�IXWXUH�ZRUNHUV�IRU
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HDFK�GROODU�LQ�WKH�WUXVW�IXQG�WKDW�WKH�JRYHUQPHQW�ZRXOG�KDYH�LQYHVWHG�LQ�HTXLWLHV�

7R�SULFH�WKH�YDOXH�RI�WKH�$6<�SODQ��DQ�DGGLWLRQDO�DVVXPSWLRQ�DERXW�WKH�VWRFN�SULFH�HYROXWLRQ

LV� UHTXLUHG� LQ�RUGHU� WR�GHFRPSRVH� WKH�YDOXH�RI� WKH� ULVN�SUHPLXP�VWDWHG� LQ�HTXDWLRQ����� LQWR� LWV

VHSDUDWH� VWRFN�FDOO� DQG�SXW�RSWLRQ�FRPSRQHQWV�� � ,I�ZH�DVVXPH� WKDW� WKH� VWRFN�SULFH�HYROXWLRQ� LV

JHRPHWULF�%URZQLDQ�PRWLRQ��VHH�WKH�DGGLWLRQDO�DVVXPSWLRQV�VWDWHG�LQ�WKH�$SSHQGL[���ZH�FDQ�XVH�WKH

%ODFN�6FKROHV��������RSWLRQ�SULFLQJ�IRUPXOD�WR�FRPSXWH�WKH�YDOXH�RI�WKH�FDOO�RSWLRQ���7KH�LQQRYDWLRQ

RI�WKH�%ODFN�6FKROHV�IRUPXOD�LV�WKDW�LW�LV�GHULYHG�IURP�DQ�DUELWUDJH�UHODWLRQVKLS�WKDW�LQFRUSRUDWHV

FXUUHQW�PDUNHW�YDOXHV�UHIOHFWLQJ�DOO�XQGHUO\LQJ�SDUDPHWHUV�H[SODLQLQJ�WKH�SUHPLXP�SHRSOH�SODFH�RQ

ULVN���(TXDWLRQ�����FDQ�WKHQ�EH�XVHG�WR�LPSXWH�WKH�YDOXH�RI�WKH�SXW�RSWLRQ�UHSUHVHQWLQJ�WKH�DFWXDULDO

FRVW�RI�WKH�$6<�SODQ���$V�D�PHDVXUH�RI�YRODWLOLW\��,�XVH�WKH�VHFRQG�PRPHQWV�RI�WKH�6	3����WLPH

VHULHV��SOHDVH�VHH�WKH�$SSHQGL[����8VLQJ�WKH�SDUDPHWHU�YDOXHV�IRU� ��U�DQG�WKH�WLPH�SHULRG�QRWHG�H

DERYH��,�FRPSXWHG�WKH�YDOXH�RI�FDOO�RSWLRQ�RQ�D����VWRFN�ZLWK�D�VWULNH�SULFH�RI�������DQG�D�PDWXULW\

GDWH�RI����\HDUV�WR�HTXDO�RQO\���������7KH�YDOXH�RI�WKH�SXW�RSWLRQ�WKHQ�HTXDOV�������LQ�FXUUHQW�GROODUV�

3XWWLQJ�WKHVH�SLHFHV�WRJHWKHU�ZH�VHH�WKDW�WKH�DFWXDULDO�WD[�SODFHG�RQ�IXWXUH�ZRUNHUV�UHVXOWLQJ

IURP�WKH�'%�SODQ�LV�RQO\�VOLJKWO\�OHVV�WKDQ�WKH�WD[�DVVRFLDWHG�ZLWK�WKH�$6<�SODQ��������YHUVXV������

LQ�FXUUHQW�GROODUV����,Q�RWKHU�ZRUGV��WKH�UHZDUG�WR�IXWXUH�ZRUNHUV�DVVRFLDWHG�ZLWK�WKH�'%�SODQ�LQ�WKH

IRUP�RI�SURPLVLQJ�IXWXUH�ZRUNHUV�UHWXUQV�LQ�H[FHVV�RI�WKH�H[SHFWHG�UHWXUQ��WKH�FDOO�RSWLRQ��LV�DOPRVW

ZRUWKOHVV�UHODWLYH�WR�WKH�FRVWV�LPSRVHG�RQ�IXWXUH�ZRUNHUV�LQ�WKH�IRUP�RI�D�SXW�RSWLRQ���,QWXLWLYHO\��DQG

LQ�WKH�ODQJXDJH�RI�RSWLRQ�SULFLQJ��VLQFH�WKH�VWULNH�SULFH�HTXDOV�WKH�H[SHFWHG�YDOXH�RI�WKH�WUXVW�IXQG�

WKH�LPSOLHG�SXW�RSWLRQ�FRPSRQHQW�RI�WKH�'%�SODQ�LV�VLJQLILFDQWO\��LQ�WKH�PRQH\��ZKLOH�WKH�LPSOLHG

FDOO�RSWLRQ�FRPSRQHQW�LV�VLJQLILFDQWO\��RXW�RI�WKH�PRQH\��

:KDW�WKHVH�FDOFXODWLRQV�LPSO\�LV�WKDW��LI�IXWXUH�JHQHUDWLRQV�DUH�REOLJDWHG�WR�PDNH�XS�IRU�D�



��2I FRXUVH� WHFKQLFDOO\� WKH6RFLDO 6HFXULW\$GPLQLVWUDWLRQ GRHV QRW QHHG KLJKHU WD[ UHYHQXH XQWLO WKH WUXVW IXQG

LWVHOI UXQV RXW �DURXQG ������ %XW ZDLWLQJ XQWLO WKHQ ZLOO UHTXLUH DQ HYHQ KLJKHU WD[ UDWH�

������

VKRUW�IDOO�LQ�WKH�YDOXH�RI�WKH�WUXVW�IXQG�EHORZ�LWV�H[SHFWHG�YDOXH��SROLF\PDNHUV�WRGD\�QHHG�QRW�ZRUU\

ZKHWKHU�IXWXUH�SROLF\PDNHUV�VZLWFK�WKH�ULVN�DOORFDWLRQ�IURP�'%�WR�$6<���0RUHRYHU��LI�SROLF\PDNHUV

DQQRXQFH�'%�WRGD\��WKH\�QHHG�QRW�ZRUU\�LI�SROLWLFDOO\�DVWXWH�HFRQRPLF�DJHQWV&DZDUH�RI�WKH�JUD\LQJ

RI�WKH�PHGLDQ�YRWHU&ZLOO�FKRRVH�WR�RSWLPL]H�DV�WKRXJK�VRPHWKLQJ�FORVHU�WR�$6<�KDV�EHHQ�DFWXDOO\

EHHQ�HQDFWHG�� �7KH�NH\� LVVXH� IRU� LQWHUJHQHUDWLRQDO�HTXLW\� LV�ZKHWKHU� IXWXUH�JHQHUDWLRQV�ZLOO�EH

REOLJDWHG�WR�ILQDQFH�D�VKRUWIDOO�UDWKHU�WKDQ�KRZ�UHWXUQV�LQ�H[FHVV�RI�H[SHFWDWLRQ�ZLOO�EH�GLVWULEXWHG�

5DLVLQJ�7D[HV�7RGD\

7DEOH���GHPRQVWUDWHV�WKDW�LPPHGLDWHO\�LQFUHDVLQJ�WKH�SD\UROO�WD[�UDWH��LQVWHDG�RI�ZDLWLQJ�XQWLO

WKH�FRVW�RI�6RFLDO�6HFXULW\�H[FHHGV�LWV�LQFRPH��ZLOO�UHVXOW�LQ�DQ�LQFUHDVH�LQ�WKH�SD\UROO�WD[�UDWH�IRU

VRPHRQH�ERUQ�WZHQW\�ILYH�\HDUV�IURP�WRGD\�WKDW�LV�RQH�KDOI�WKH�WD[�LQFUHDVH�WKDW�ZLOO�EH�QHHGHG�RQFH

RXWOD\V�EHJLQ�WR�H[FHHG�FRVWV�����6SHFLILFDOO\��XQGHU��IRU�H[DPSOH��WKH�LQWHUPHGLDWH�GHPRJUDSKLF�DQG

HFRQRPLF�DVVXPSWLRQV�DVVXPHG� LQ�WKH������2$6',�7UXVWHHV�5HSRUW��D����\HDU�EDODQFH�FDQ�EH

DFKLHYHG�ZLWK� DQ� LPPHGLDWH� LQFUHDVH� LQ� WKH� SD\UROO� WD[� E\� ����� SHUFHQWDJH� SRLQWV�� � +RZHYHU�

DGRSWLQJ�D� UXOH�RI� LQFUHDVLQJ�SD\UROO� WD[� UDWHV�RQO\�ZKHQ�FRVWV�H[FHHG� UHYHQXH�ZLOO� UHTXLUH�DQ

LQFUHDVH�LQ�WKH�SD\UROO�WD[�UDWH�RI������SHUFHQWDJH�SRLQWV�LQ�WZHQW\�ILYH�\HDUV�DQG������SHUFHQWDJH

SRLQWV�LQ����\HDUV���,W�LV�FOHDU�WKHUHIRUH�WKDW�IXWXUH�WD[SD\HUV�ZRXOG�EH�PXFK�EHWWHU�RII�LQ�DFWXDULDO

WHUPV�LI�SD\UROO�WD[HV�DUH�UDLVHG�LPPHGLDWHO\�YHUVXV�ZDLWLQJ�XQWLO�FRVWV�H[FHHG�LQFRPH�

,Q�OLJKW�RI�WKH�HTXLYDOHQF\�EHWZHHQ�WKH�'%�SODQ�DQG�WKH�H[SOLFLW�WD[�LQFUHDVH�RQ�RQO\�IXWXUH

WD[SD\HUV�� IXWXUH� WD[SD\HUV� DUH� WKHUHIRUH� EHWWHU� RII� LQ� DFWXDULDO� WHUPV� LI� WD[� UDWHV� ZHUH� UDLVHG

LPPHGLDWHO\�YHUVXV�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�DQG�UHTXLULQJ�IXWXUH�WD[SD\HUV�WR�EHDU�WKH

GRZQVLGH� ULVN� LQ� WKH� IRUP� RI� KLJKHU� WD[� SD\PHQWV�� � 2I� FRXUVH�� LQFUHDVLQJ� WKH� SD\UROO� WD[HV



�� &RPPHQWV E\ 3HWHU 'LDPRQG UHVXOWHG LQ D VLJQLILFDQW LPSURYHPHQW LQ WKH PDWHULDO SUHVHQWHG LQ WKLV VHFWLRQ�

������

LPPHGLDWHO\�LV�QRW�WKH�RQO\�RSWLRQ���7KH�JRYHUQPHQW�FRXOG�DOVR�DGMXVW�WKH�JURZWK�UDWH�RI�FRVWV���%XW

ZKDW� WKH� DQDO\VLV� KHUHLQ�GRHV� VKRZ� LV� WKDW� UHMHFWLQJ� LQFUHDVLQJ� WKH�SD\UROO� WD[� UDWH� LQ� IDYRU� RI

LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�LV�ZLWKRXW�PHULW�

,�VXPPDUL]H�WKH�UHVXOWV�LQ�WKLV�VHFWLRQ�LQ�WKH�IROORZLQJ�SURSRVLWLRQ�

352326,7,21 �

�� ,QYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�XQGHU�WKH�FXUUHQW�ODZ�'%�6RFLDO�6HFXULW\�V\VWHP

SODFHV�D�EXUGHQ�RQ�IXWXUH�JHQHUDWLRQV�HTXDO�LQ�DFWXDULDO�YDOXH�WR�UDLVLQJ�WKH�VDPH

H[WUD�H[SHFWHG�UHYHQXH�E\�H[SOLFLWO\�WD[LQJ�RQO\�IXWXUH�JHQHUDWLRQV�

�� )XWXUH�JHQHUDWLRQV�DUH�ZRUVH�RII�XQGHU�WKH�$6<�ULVN�DOORFDWLRQ�UHODWLYH�WR�UDLVLQJ�WKH

VDPH�H[SHFWHG�UHYHQXH�E\�WD[LQJ�RQO\�IXWXUH�JHQHUDWLRQV�

�� )XWXUH�JHQHUDWLRQV�ZRXOG�EH�EHWWHU�RII�LI�WKH�JRYHUQPHQW�UDLVHG�WKH�VDPH�H[SHFWHG

UHYHQXH� E\� LPPHGLDWHO\� LQFUHDVLQJ� WD[HV� UDWKHU� WKDQ� LQYHVWLQJ� WKH� WUXVW� IXQG� LQ

HTXLWLHV�DQG�DOORFDWLQJ�WKH�ULVN�HLWKHU�DFFRUGLQJ�WR�WKH�FXUUHQW�ODZ�'%�SODQ�RU�WKH

$6<�SODQ�

,,,��5HOD[LQJ�WKH�$VVXPSWLRQV��

,W�LV�ZHOO�NQRZ�WKDW�PDQ\�KRXVHKROGV�KROG�OLWWOH�RU�QR�ILQDQFLDO�ZHDOWK���7KLV�VW\OL]HG�IDFW

GRHV�QRW�PDWWHU�XQGHU�DVVXPSWLRQV�$���$��PDGH�LQ�6HFWLRQ�,,��EXW�LW�EHFRPHV�PRUH�LPSRUWDQW�XSRQ

UHOD[LQJ�WKRVH�DVVXPSWLRQV���7KLV�VHFWLRQ�GLVFXVVHV�KRZ�WKH�FRQFOXVLRQV�RI�WKH�SUHYLRXV�VHFWLRQ

FKDQJH� XSRQ� UHOD[LQJ� HDFK� DVVXPSWLRQ�� � $V� VKRZQ� KHUHLQ�� UHOD[LQJ� WKH� DVVXPSWLRQV� GRHV� QRW

QHFHVVDULO\�LPSURYH�WKH�FDVH�IRU�LQYHVWLQJ�WKH�WUXVW�IXQG�LQWR�HTXLWLHV���,QGHHG��WKH�DQDO\VLV�RI�6HFWLRQ



�� ,Q WHUPV RI WUDQVDFWLRQ FRVWV� PRVW SDVVLYH�LQGH[HG QRQ�LQVWLWXWLRQDO HTXLW\ IXQGV QRZ KDYH DGPLQLVWUDWLYH

FRVWV RI RQO\ DURXQG �� EDVLV SRLQWV� (TXLW\ IXQGV WKDW IRFXV RQ LQVWLWXWLRQDO LQYHVWRUV FKDUJH RQO\ DERXW RQH�KDOI RI

WKLV&DERXW WKH VDPH DPRXQW FKDUJHG E\ WKH 7KULIW 6DYLQJV 3ODQ IRU IHGHUDO JRYHUQPHQW HPSOR\HHV DQG PDQ\ ����N�

DFFRXQWV� 6HH2OLYLD0LWFKHOO ������� 1RW RQO\ FDQPDQ\ ZRUNHUV LQYHVW D SRUWLRQ RI WKHLU SD\UROO LQWR D ����N� DFFRXQW�

RQH FDQ DOVR LQYHVW LQWR D QR�ORDG PXWXDO IXQG ZLWK DQ LQLWLDO LQYHVWPHQW RI ���� DQG ��� D PRQWK�

��2Q WKH RWKHU KDQG� D VWULFW SD\�DV�\RX�JR GHVLJQPD\ EHPRUH HIILFLHQW WKDQ KDYLQJ D WUXVW IXQG LQ WKH SUHVHQFH

RI QRQ�WUDGHDEOH KXPDQ FDSLWDO �0HUWRQ >����@��

������

,,�PLJKW�EH�RSWLPLVWLF�

��� 7KH�'&�3ODQ

:KLOH�WKH�'&�ULVN�DOORFDWLRQ�ZDV�QHXWUDO�XQGHU�WKH�HDUOLHU�DVVXPSWLRQV��WKHUH�DUH�VHYHUDO

UHDVRQV� WR� VXVSHFW� WKDW� LW� PLJKW� OHDG� WR� DQ� LPSURYHPHQW� LQ� HIILFLHQF\�� � )LUVW�� �LQIRUPDWLRQ

FRQVWUDLQHG��SHRSOH�PLJKW�QRW�UHFRJQL]H�WKDW� WKH�WUXVW�IXQG�LV�FXUUHQWO\�D�FRQGXLW�IRU� WKHLU�RZQ

VDYLQJ���6HFRQG��VRPH�SHRSOH�PLJKW�SLFN�VWRFNV�SRRUO\�RU�VWD\�RXW�RI�WKH�PDUNHW�DOWRJHWKHU�GXH�WR

OLPLWHG�NQRZOHGJH���7KLUG��WUDGLQJ�FRVWV�PLJKW�NHHS�SHRSOH�RXW�RI�WKH�PDUNHW��DOWKRXJK�WKH�ORZ

WUDGLQJ�FRVWV�REVHUYDEOH�LQ�WKH�PDUNHW�PDNHV�WKLV�VFHQDULR�OHVV�OLNHO\������)RXUWK��WKH�FXUUHQW�WUXVW

IXQG�PLJKW�EH�IRUFLQJ�ERUURZLQJ�FRQVWUDLQHG�SHRSOH�WR�KROG�WRR�PXFK�ULVN�IUHH�DVVHWV���

7KHUH�DUH�RWKHU�UHDVRQV��KRZHYHU��ZK\�WKH�'&�SODQ�PLJKW�KXUW� LQIRUPHG�DJHQWV�� �7KHVH

UHDVRQV�LQFOXGH�WKH�SUHVHQFH�RI�VKRUW�VDOH�UHVWULFWLRQV�DQG�FDSLWDO�JDLQV�WD[DWLRQ�ZKLFK�UHGXFHV�WKH

DELOLW\� WR� RIIVHW� FKDQJHV� LQ� WKH� WUXVW� IXQG� LQYHVWPHQW� VWUDWHJ\�� � ,QFRUSRUDWLQJ� LQWUDJHQHUDWLRQDO

KHWHURJHQHLW\�DQG�WKH�UHGLVWULEXWLRQDO�PLVVLRQ�RI�6RFLDO�6HFXULW\�PLJKW�ZHDNHQ�WKH�FDVH�IRU�HTXLW\

LQYHVWPHQW�HYHQ�PRUH��HVSHFLDOO\�LI�WKH�JRYHUQPHQW�RIIVHWV�ORVVHV�E\�VLPSO\�VKLIWLQJ�GRZQZDUG�WKH

SURJUHVVLYH�UHSODFHPHQW�UDWH�IXQFWLRQ�E\�D�SURSRUWLRQDO�IDFWRU���7KH�'&�SODQ�WKHUHIRUH�LQYROYHV

WUDGHRIIV���$QRWKHU�FRQFHUQ�DERXW�WKH�'&�ULVN�DOORFDWLRQ�LV�PRUH�SROLWLFDO�LQ�QDWXUH��LV�LW�FUHGLEOH�WR

EHOLHYH�WKDW�WKH�JRYHUQPHQW�LV�UHDOO\�ZLOOLQJ�WR�UHGXFH�6RFLDO�6HFXULW\�EHQHILWV�RQ�UHWLUHG�SHRSOH�LI

WKHLU�HTXLW\�LQYHVWPHQW�GRHV�QRW�SHUIRUP�DV�H[SHFWHG"��2U��ZRXOG�D�'&�SODQ�HYROYH�WR�D�$6<�RU�'%



�� 6HH 7KRPDV -RQHV ������� $V KH VKRZV� KRZHYHU� LW LV SRVVLEOH WKDW D FRPELQDWLRQ RI WUXVW IXQG LQYHVWPHQW

FKDQJHV DQG WD[ LQFUHDVHV RU EHQHILW FXWV PLJKW EH DEOH WR NHHS WKH WUXVW IXQG DFWLYH IRU WKH IRUHVHHDEOH IXWXUH� 7KLV URXWH

KDV� LQ IDFW� EHHQ WDNHQ E\ WKRVH PHPEHUV RI WKH UHFHQW $GYLVRU\ &RXQFLO DGYRFDWLQJ WUXVW IXQG LQYHVWPHQW�

������

SODQ�LQ�SUDFWLFH"��7KLV�LV�DQ�HVSHFLDOO\�LPSRUWDQW�TXHVWLRQ�LQ�OLJKW�RI�WKH�JUD\LQJ�RI�WKH�PHGLDQ�YRWHU�

��� 7KH�$6<�DQG�'%�3ODQV

7KH�IRXU�SRVVLEOH�VRXUFHV�RI�HIILFLHQF\�JDLQV�QRWHG�DERYH�IRU�WKH�'&�SODQV�DOVR�DSSO\�WR

VRPH�GHJUHH�WR�WKH�$6<�DQG�'%�SODQV���+RZHYHU��WKHVH�SRWHQWLDO�JDLQV�DUH�IXOO\�REWDLQDEOH�ZLWKLQ

WKH�'&�SODQ�DQG�D�PRYHPHQW�IURP�WKH�'&�ULVN�DOORFDWLRQ�WR�HLWKHU�WKH�$6<�RU�'%�ULVN�DOORFDWLRQ

VWLOO�SODFHV�D�ODUJH�DFWXDULDO�WD[�EXUGHQ�RQ�IXWXUH�JHQHUDWLRQV�UHJDUGOHVV�RI�ZKHWKHU�IXWXUH�JHQHUDWLRQV

DUH�DZDUH�RI�LW���0RUHRYHU��WKH�SUHYLRXV�DQDO\VLV�PLJKW�KDYH�XQGHUHVWLPDWHG�WKH�EXUGHQ�RQ�IXWXUH

JHQHUDWLRQV�DVVRFLDWHG�ZLWK�WKH�$6<�DQG�'%�SODQV�E\�DVVXPLQJ�WKDW�WKH�WUXVW�IXQG�LV�SHUSHWXDO���,Q

UHDOLW\��WKH�WUXVW�IXQG�H[LVWV�WR�EXIIHU�WKH�FRPLQJ�GHPRJUDSKLF�SUREOHP���$Q�DPELWLRXV�VZLWFK�LQ�WKH

WUXVW�IXQG�LQYHVWPHQW�SROLF\�WRZDUG�HTXLW\�ZRXOG�H[WHQG�WKH�OLIH�RI�WKH�WUXVW�IXQG�E\���\HDUV�RYHU

EDVHOLQH&IURP�WKH�\HDU������WR�WKH�\HDU�����&LI�HTXLW\�SHUIRUPHG�DV�H[SHFWHG�����<HW�QR�DJHQW

ERUQ�DIWHU������FRXOG�TXDOLI\�IRU�EHQHILWV�SULRU�WR��������8QGHU�WKH�$6<�DQG�'%�ULVN�DOORFDWLRQV�

WKHVH�DJHQWV�ZRXOG�JHW�VWXFN�ZLWK�WKH�DFWXDULDO�FRVWV�EXW�ZLWK�OLWWOH�RI�WKH�EHQHILWV�UHVXOWLQJ�IURP�ULVN

UHGXFWLRQ��H[FHSW�IRU�GLVDELOLW\�LQVXUDQFH�ZKLFK�LV�FROOHFWHG�EHIRUH�UHWLUHPHQW���5HOD[LQJ�DVVXPSWLRQ

$��WKHUHIRUH�ZHDNHQV�WKH�FDVH�IRU�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�

$OWKRXJK�WKH�$6<�DQG�'%�SODQV�LPSRVH�DQ�DFWXDULDO�FRVW�RQ�IXWXUH�ZRUNHUV�HTXDO�WR�WKH

DPRXQWV�VWDWHG�LQ�6HFWLRQ�,,��WKH�WRWDO�FRVW�RI�WKH�DGGLWLRQDO�ULVN�VKLIWLQJ�PLJKW�EH�OHVV�XSRQ�UHOD[LQJ

WKH� FRPSOHWH� PDUNHW� DVVXPSWLRQ� $���� LI� IXWXUH� ZRUNHUV� DUH� LQDGHTXDWHO\� H[SRVHG� WR

FRQWHPSRUDQHRXV�VKRFNV���,QGHHG��SUREDEO\�WKH�PRVW�FRPSHOOLQJ�DUJXPHQW�IRU�LQYHVWLQJ�WKH�WUXVW

IXQG�LQ�HTXLWLHV�XQGHU�WKHVH�W\SH�RI�SODQV�LV�WKH�SRVVLELOLW\�JLYHQ�E\�WKH�7HFKQLFDO�3DQHO�TXRWHG�LQ



�� ,W LV VRPHWLPHV DUJXHG WKDW ORZ DQG KLJK FRVW UDQJHV RI WKH 7UXVWHHV 5HSRUW H[DJJHUDWH WKH SRWHQWLDO YDULDWLRQ

EHFDXVH WKH UDQJHV DUH FRPSXWHG XVLQJ WKH RSWLPLVWLF DQG SHVVLPLVWLF SURMHFWLRQV� UHVSHFWLYHO\� IRU HDFK XQGHUO\LQJ

IRUHFDVWLQJ YDULDEOH� 7KLV HIIHFW� KRZHYHU� LV SDUWLDOO\ RIIVHW E\ WKH 7UXVWHHV
 IRFXV RQ D �UHDVRQDEOH� UDQJH IRU HDFK

IRUHFDVWLQJ YDULDEOH �VHH SDJHV ������ RI WKH ���� 7UXVW )XQG UHSRUW�� 6LQFH YDOXHV RXWVLGH RI WKHVH UDQJHV DUH TXLWH

SRVVLEOH DQG VLQFH VRPH SDUDPHWHUV �H�J�� DYHUDJH HDUQLQJV� FDQ DORQH EH YHU\ LPSRUWDQW� RQH VKRXOG QRW LQWHUSUHW WKH

KLJK DQG ORZ FRVW HVWLPDWHV DV HQYHORSHV� =HOGHV ������ S� ���� PDNHV D VLPLODU SRLQW�

������

6HFWLRQ�,���+ROGLQJ�HTXLWLHV�LQ�WKH�IXQG�FRXOG�JLYH�IXWXUH�JHQHUDWLRQV�H[SRVXUH�WR�FXUUHQW�VWRFN

UHWXUQV�� WKXV� LPSURYLQJ�ULVN�VKDULQJ�DFURVV�JHQHUDWLRQV��� � ,W� VKRXOG�EH�QRWHG��KRZHYHU�� WKDW� WKH

7HFKQLFDO�3DQHO�VLPSO\�VWDWHG�WKLV�DV�D�SRVVLELOLW\&UDWKHU�WKDQ�DV�GHILQLWLYH�FRQFOXVLRQ&DQG�WKH\

SURSRVHG�WKDW�DGGLWLRQDO�VWXG\�EH�GRQH����:KHWKHU�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ�HTXLWLHV�LV�WKH�PRVW

HIILFLHQW�ZD\�RI�FRPSOHWLQJ�WKLV�PLVVLQJ�PDUNHW�LV�RXWVLGH�WKH�VFRSH�RI�WKLV�SDSHU��

,W�LV�DOVR�WUXH��KRZHYHU��WKDW�WKH�SUHYLRXV�DQDO\VLV�PLJKW�KDYH�XQGHUVWDWHG�WKH�FRVW�RI�WKH

$6<�DQG�'%�SODQV�DQG��LQ�SDUWLFXODU��IXWXUH�ZRUNHUV�PLJKW�EH�PRUH�ZLOOLQJ�WR�DFFHSW�WKH�H[SOLFLW

WD[�LQFUHDVH�RQ�RQO\�WKHP�YHUVXV�WKH�'%�SODQ��DQG�WKHUHIRUH�WKH�$6<�SODQ��WKDW�H[SRVHV�WKHP�WR

PRUH�ULVN���$V�HYLGHQFH��QRWH�WKDW�WKH�SD\�DV�\RX�JR�SRUWLRQV�RI�WKH�GHILQHG�EHQHILW�0HGLFDUH�DQG

6RFLDO�6HFXULW\�SURJUDP�DORQH�FUHDWH�DQ�HQRUPRXV�DPRXQW�RI�WD[�UDWH�XQFHUWDLQW\�IRU�IXWXUH�ZRUNHUV�

)RU�H[DPSOH��WKH�GLIIHUHQFH�EHWZHHQ�WKH�ORZ�DQG�KLJK�FRVW�SURMHFWLRQV�LQ�WKH������2$6',�7UXVWHHV

5HSRUW��VHH�7DEOH����GHPRQVWUDWHV�D�WUHPHQGRXV�DPRXQW�RI�XQFHUWDLQW\�LQ�IXWXUH�WD[�UDWHV�GULYHQ�E\

GHPRJUDSKLF�� HFRQRPLF� DQG� ORQJHYLW\� IDFWRUV� DORQH���� � 'HEW� SROLF\� FUHDWHV� DQRWKHU� VRXUFH� RI

LQWHUJHQHUDWLRQDO�ULVN�VKLIWLQJ�DV�GRHV�WD[LQJ�FDSLWDO�LQFRPH���$QRWKHU�LVVXH�LV�WKH�WLPLQJ�RI�ZDJH

FRQWUDFWV��VKLIWLQJ�VRPH�RI�WKH�HIIHFWV�RI�QHJDWLYH�VKRFNV�WR�IXWXUH�ZRUNHUV�EHFRPHV�OHVV�DSSHDOLQJ

WKH�ORQJHU�LW�WDNHV�IRU�QHJDWLYH�VKRFNV�WR�IXOO\�WUDQVODWH�LQWR�ORZHU�ZDJHV���$V�QRWHG�HDUOLHU��WKH

DQVZHU� WR� WKH� TXHVWLRQ� ZKHWKHU� WKH� FRPSOHWH� PDUNHW� DQDO\VLV� RI� 6HFWLRQ� ,,� SDLQWV� DQ� RYHUO\

SHVVLPLVWLF�RU�RSWLPLVWLF�SLFWXUH�WKHUHIRUH�GHSHQGV�RQ�ZKHWKHU�FXUUHQW�ZRUNHUV�IDFH�WRR�OLWWOH�RU�WRR

PXFK�H[SRVXUH�WR�ULVN�UHODWLYH�WR�IXWXUH�ZRUNHUV&D�YHU\�DPELWLRXV�EXW�LPSRUWDQW�SURMHFW�
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,Q�DQ\�FDVH��QHLWKHU�WKH�'%�RU�$6<�SODQV�FDQ�UHVXOW�LQ�HIILFLHQF\�JDLQV�HYHQ�LI�IXWXUH�ZRUNHUV

DUH�XQGHUH[SRVHG�WR�FXUUHQW�VWRFN�SULFH�ULVN���7KH�UHDVRQ�LV�WKDW�QHLWKHU�SODQ�UHZDUGV�IXWXUH�ZRUNHUV

IRU�WDNLQJ�DGGLWLRQDO�ULVN�LQ�WKH�IRUP�RI�D�SRVLWLYH�H[SHFWHG�SD\RII���7KLV�UHVXOW�ZDV�SURYHQ�IRUPDOO\

LQ�D�VLPSOH� LQFRPSOHWH�PDUNHW�PRGHO� LQ�DQ�HDUOLHU�YHUVLRQ�RI� WKLV�SDSHU�DQG�%RKQ������E��KDV

UHDFKHG�WKH�VDPH�FRQFOXVLRQ�XVLQJ�D�PRUH�JHQHUDO�LQFRPSOHWH�PDUNHW�PRGHO���$�QHFHVVDU\&EXW�QRW

D�VXIILFLHQW&FRQGLWLRQ�IRU�HIILFLHQF\�JDLQV�WKHUHIRUH�LV�WKDW�IXWXUH�JHQHUDWLRQV�DUH�DVNHG�WR�JXDUDQWHH

D� UDWH�RI� UHWXUQ� OHVV� WKDQ� WKH�H[SHFWHG� UDWH�RI�UHWXUQ� WR�HTXLW\�� WKHUHE\�JLYLQJ� IXWXUH�ZRUNHUV� D

SRVLWLYH�H[SHFWHG�UHWXUQ���%XW�WKLV�UDLVHV�WKH�WKRUQ\�LVVXH�RI�ZKHWKHU�IXWXUH�SROLF\PDNHUV�ZLOO�UHDOO\

EH�ZLOOLQJ�WR�GLVWULEXWH�UHWXUQV�LQ�H[FHVV�RI�VRPH�SUHYLRXVO\�VSHFLILHG�OHYHO�WR�IXWXUH�WD[SD\HUV�LQ�WKH

IDFH�RI�D�JUD\LQJ�PHGLDQ�YRWHU�RU�ZKHWKHU�VXFK�D�FRPSOH[�SODQ�ZRXOG�UHGXFH�WR�WKH�'%�RU�$6<�SODQ

LQ�SUDFWLFH�

,9��&RQFOXVLRQ

7KLV�SDSHU�GHPRQVWUDWHG�WKDW��LQ�D�FRPSOHWH�PDUNHW�VHWWLQJ��LQYHVWLQJ�WKH�6RFLDO�6HFXULW\�WUXVW

IXQG�LQ�HTXLWLHV�XQGHU�D�GHILQHG�FRQWULEXWLRQ��'&��ULVN�DOORFDWLRQ�LV�D�SXUH�VKHOO�JDPH���0RUHRYHU�

DWWHPSWLQJ�WR�PDLQWDLQ�WKH�FXUUHQW�OHYHO�RI�EHQHILWV�YLD�LQYHVWLQJ�D�SRUWLRQ�RI�WKH�WUXVW�IXQG�XQGHU

HLWKHU�WKH�FXUUHQW�ODZ�GHILQHG�EHQHILW��'%��RU�WKH�DV\PPHWULF��$6<��ULVN�DOORFDWLRQ�UHSUHVHQWV�D

YHU\�ODUJH�DFWXDULDO�WD[�RQ�IXWXUH�JHQHUDWLRQV���,QGHHG��IXWXUH�JHQHUDWLRQV�DUH�HTXDOO\�ZRUVH�RII�XQGHU

WKH�'%�SODQ�YHUVXV�DQ�H[SOLFLW�LQFUHDVH�LQ�WKH�SD\UROO�WD[�RQ�RQO\�IXWXUH�ZRUNHUV�WKDW�UDLVHV�WKH�VDPH

H[SHFWHG�DPRXQW�RI�UHYHQXH&D�UHVXOW�WKDW�KROGV�DW�DQ\�OHYHO�RI�ULVN�DYHUVLRQ���)XWXUH�ZRUNHUV�DUH

VOLJKWO\�ZRUVH�RII�XQGHU�WKH�$6<�SODQ�WKDQ�WKH�'%�SODQ���%RWK�WKH�'%�DQG�$6<�SODQV�UHSUHVHQW�DQ

LQVWDQW�ZLQGIDOO� WR� FXUUHQW�ZRUNHUV� DQG� UHGXFH� QDWLRQDO� VDYLQJ� UHODWLYH� WR� D� EDVHOLQH� SROLF\� RI

PDLQWDLQLQJ�WKH�FXUUHQW�SD\UROO�WD[�UDWH�
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8QGHU�LPSHUIHFW�DQG�LQFRPSOHWH�PDUNHWV��WKHUH�DUH�UHDVRQV�ZK\�LQYHVWLQJ�WKH�WUXVW�IXQG�LQ

HTXLWLHV� FRXOG� LPSURYH� HFRQRPLF� HIILFLHQF\� EXW� WKHUH� DUH� DOVR� UHDVRQV� ZK\� LW� FRXOG� � UHGXFH

HIILFLHQF\���7UDGHRIIV�H[LVW���7KH�TXHVWLRQ�ZKHWKHU�WKH�FRPSOHWH�PDUNHW�DQDO\VLV�SDLQWV�DQ�RYHUO\

SHVVLPLVWLF�RU�DQ�RSWLPLVWLF�SLFWXUH�LV�WKHUHIRUH�XQUHVROYHG���2QH�NH\�UHODWHG�LVVXH�OHIW�IRU�IXWXUH

UHVHDUFK�LV�ZKHWKHU�FXUUHQW�ZRUNHUV�IDFH�WRR�PXFK�XQFHUWDLQW\�UHODWLYH�WR�IXWXUH�ZRUNHUV�XQGHU

EDVHOLQH�SROLF\���$QVZHULQJ�WKLV�TXHVWLRQ�LV�DQ�DPELWLRXV�SURMHFW�EXW�RQH�WKDW�PLJKW�EH�ZRUWK�WKH

HIIRUW�JLYHQ�LWV�LPSRUWDQFH�

6HFWLRQ�,,,�DOVR�UDLVHG�VRPH�SROLWLFDO�HFRQRP\�TXHVWLRQV���6LQFH�DQ\�SRWHQWLDO�HIILFLHQF\

JDLQV�DUH�OLPLWHG�WR�WKH�'&�SODQ�RU�K\EULG�YHUVLRQV�RI�WKH�'%�RU�$6<�FDVHV��LW�LV�UHOHYDQW�WR�LQTXLUH

ZKHWKHU�WKH�JRYHUQPHQW�FDQ�FUHGLEO\�FRPPLW�WR�VXFK�FRPSOH[�ILVFDO�SROLFLHV&HVSHFLDOO\�LQ�OLJKW

RI�D�JUD\LQJ�PHGLDQ�YRWHU&RU�ZKHWKHU�RU�DQ\�DWWHPSW�WR�GR�VR�ZLOO�VLPSO\�HYROYH�WR�WKH�VWDQGDUG

'%�RU�$6<�SROLFLHV�ZKLFK�XQDPELJXRXVO\�DUH�QRW�HIILFLHQF\�HQKDQFLQJ���7KHVH�LPSRUWDQW�SROLWLFDO�

HFRQRP\�LVVXHV�DUH�OHIW�IRU�IXWXUH�ZRUN�

)LQDOO\��WKH�RSWLRQ�SULFLQJ�WHFKQLTXH�FDQ�DOVR�EH�XVHG�WR�DQDO\]H�DGGLWLRQDO�XQFHUWDLQWLHV

DVVRFLDWHG�ZLWK�YDULRXV�ILVFDO�SROLFLHV�LQFOXGLQJ�WKH�QXPHURXV�ULVNV�DVVRFLDWHG�ZLWK�WKH�0HGLFDUH

DQG�6RFLDO�6HFXULW\�GHILQHG�EHQHILW�SURJUDPV���7KLV�FRXOG�EH�DQ�DVVHW�WR�WKH�UHFHQW�JHQHUDWLRQDO

DFFRXQWLQJ�OLWHUDWXUH�ZKLFK�WHQGV�WR�IRFXV�RQO\�RQ�PHGLXP�GHPRJUDSKLF�DQG�HFRQRPLF�SURMHFWLRQV

DQG�WKHUHIRUH�WHQGV�WR�XQGHUHVWLPDWH�WKH�WUXH�DFWXDULDO�EXUGHQ�SODFHG�RQ�IXWXUH�JHQHUDWLRQV�
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$SSHQGL[����7KH�&RQVXPHU�0D[LPL]DWLRQ�3UREOHP�DQG�7HFKQRORJ\

&RQVXPHUV� OLYH� IRU� WZR�SHULRGV� DQG� D� FRQVXPHU�ERUQ� DW� WLPH� W� LV� DVVXPHG� WR�KDYH� WKH
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YDULDEOHV�RU���H[FHSW�IRU�YHU\�VSHFLDO�FKRLFHV�IRU�8�&����)RUWXQDWHO\��KRZHYHU��WKH�DQDO\VLV�SUHVHQWHG

LQ�WKH�WH[W�GRHV�QRW�UHTXLUH�WKDW�DQ\�FORVHG�IRUP�VROXWLRQ�EH�IRXQG��QRU�GRHV�WKH�DQDO\VLV�LQ�WKH�WH[W

UHTXLUH�DQ�SDUWLFXODU�IRUP�IRU�WKH�XWLOLW\�IXQFWLRQ�
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6KRFNV�FDQ�RFFXU�WR�HLWKHU�SURGXFWLYLW\�$�RU�WR�WKH�GHSUHFLDWLRQ�UDWH���ZKDW�%RKQ�>����D@�UHIHUV�WR

DV��YDOXDWLRQ��ULVN��

7KH�OLWHUDWXUH�GLIIHUV�RQ�KRZ�WR�VHW�<
�
���6RPH�DXWKRUV�WDNH�WKH�ODERU�FRQWUDFW�DV�JLYHQ�DW�WLPH

W��H�J���%ODQFKDUG�DQG�)LVFKHU�>������&KDSWHU��@����7KLV�LV�UHDVRQDEOH�LI�ZH�ZLVK�WR�PRGHO�HTXLW\

KROGHUV� DV� WKH� IXOO� UHVLGXDO� FODLPDQWV� WR� FRQWHPSRUDQHRXV� VKRFNV�� � 2WKHU� DXWKRUV� DOORZ

FRQWHPSRUDQHRXV� VKRFNV� WR�DOWHU�ERWK�FDSLWDO� DQG� ODERU� LQFRPH�DW� WLPH� W� �H�J���%RKQ� >����D@��
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RI� DGGLWLRQDO� UHYHQXH� WKDW� JHQHUDWLRQ� W���ZRXOG�KDYH� UHFHLYHG� LI� LWV� WUXVW� IXQG�ZDV� LQYHVWHG� LQ
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ZKLFK�UHIOHFWV�WKH�SUHVHQW�YDOXH�RI�DQ�LQFUHDVH�RI���LQ�WKH�SD\�DV�\RX�JR�6RFLDO�6HFXULW\�WD[HV�

$SSHQGL[����3ULFLQJ�WKH�3XW�2SWLRQ��

6XSSRVH� WKH� IROORZLQJ� FRQGLWLRQV� KROG�� � ���� 7KHUH� DUH� QR� WUDQVDFWLRQV� FRVWV�� WD[HV� RU

UHVWULFWLRQV�RQ�VKRUW�VDOHV�LQ�WKH�RSWLRQV�PDUNHW��������7KH�ULVN�IUHH�UDWH�RI�LQWHUHVW�LV�FRQVWDQW������

7KH�VWRFN�SD\V�QR�GLYLGHQG�������7KH�VWRFN�SULFH�HYROXWLRQ�LV�JHRPHWULF�%URZQLDQ�PRWLRQ�������7KH

PDUNHW�LV�RSHQ�FRQWLQXRXVO\�IRU�WUDGLQJ�

8QGHU�WKHVH�DVVXPSWLRQV��WKH�%ODFN�6FKROHV�FDOO�RSWLRQ�SULFLQJ�IRUPXOD�LV�JLYHQ�E\
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ZKHUH�U� �ULVN�IUHH�LQWHUHVW�UDWH��6� �FXUUHQW�VWRFN�SULFH��;� �WKH�VWULNH�SULFH��)�� �YDULDQFH�RI�FKDQJHV

LQ�WKH�ORJDULWKP�RI�WKH�VWRFN�SULFH��W� �WLPH�WR�PDWXULW\��DQG�0�&��LV�WKH�VWDQGDUG�FXPXODWLYH�QRUPDO

GLVWULEXWLRQ�IXQFWLRQ���7KH�SULFH�RI�WKH�FRUUHVSRQGLQJ�SXW�RSWLRQ�FDQ�WKHQ�EH�GHULYHG�XVLQJ�+DQV

6WROO
V��������SXW�FDOO�SDULW\�UHODWLRQVKLS�
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7KH�YDOXH�RI�U�ZDV�HVWLPDWHG�WR�EH�DERXW��������WKH�EDVLV�IRU�WKH������YDOXH�XVHG�LQ�WKH�WH[W�
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7KH GDWD LV DYDLODEOH IURP WKH 6RFLDO 6HFXULW\ $GPLQLVWUDWLRQV ZHE SDJH DQG LV SUHVHQWHG LQ WDEXODU IRUPDW

DW KWWS���ZZZ�VVD�JRY�2$&7�3URJ'DWD�HIIHFWLYH5DWHV�KWPO�

��$����

7R�FDOFXODWH�WKLV�YDOXH��,�REWDLQHG�WKH�HIIHFWLYH�QRPLQDO�DQQXDO�LQWHUHVW�UDWHV�HDUQHG�E\�WKH�DVVHWV�LQ

WKH� WUXVW� IXQG� IURP������ WR������ IURP� WKH�2IILFH�RI� WKH�&KLHI�$FWXDU\� RI� WKH�6RFLDO�6HFXULW\

$GPLQLVWUDWLRQ�����7KHVH�YDOXHV�ZHUH�DGMXVWHG�WR�REWDLQ�UHDO�YDOXHV�XVLQJ�WKH�&3,�8�IURP�WKH�%XUHDX

RI�/DERU�6WDWLVWLFV�DORQJ�ZLWK�D�FRUUHFWLRQ�LQ�PHDVXUHPHQW�FKDQJHV�LQ�WKH�&3,�8�VHULHV�GHULYHG�IURP
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7KH�YDOXHV�RI�WKH�RWKHU�SDUDPHWHUV�DUH�VHW�DV�IROORZV���6� ����;� ����������DQG�W� ������7KH

YDOXH� RI�)�ZDV� VHW� HTXDO� WR� �����ZKLFK� LV� HTXDO� WR� WKH� KLVWRULF� VWDQGDUG� GHYLDWLRQ� RI� WKH� ILUVW

GLIIHUHQFHV�RI�WKH�QDWXUDO�ORJ�RI�WKH�DQQXDO�6	3����LQGH[��DXJPHQWHG�WR�LQFOXGH�GLYLGHQG�LQFRPH�
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���������� $GYLVRU\� &RXQFLO� RQ� 6RFLDO� 6HFXULW\�� 7KH�� )LQGLQJV�� 5HFRPPHQGDWLRQV�� DQG

6WDWHPHQWV�

�����2$6',�7UXVWHHV�5HSRUW��7KH�

�����(FRQRPLF�5HSRUW�RI�WKH�3UHVLGHQW��7KH�

$OWXy��6XPUX�DQG�3DPHOD�/DEDGLH���'\QDPLF�&KRLFH�DQG�$VVHW�0DUNHWV��$FDGHPLF�3UHVV��6DQ

'LHJR��������

%ODFN�� )�� DQG�0�-�� 6FKROHV�� �7KH� 3ULFLQJ� RI�2SWLRQV� DQG�&RUSRUDWH� /LDELOLWLHV��� � -RXUQDO� RI

3ROLWLFDO�(FRQRP\����������������������

%ODQFKDUG��2OLYLHU�DQG�6WDQOH\�)LVFKHU���/HFWXUHV�RQ�0DFURHFRQRPLFV���&DPEULGJH��0DVV��DQG

/RQGRQ��0,7�3UHVV��������SDJHV�[LLL������

%RKQ��+HQQLQJ����5LVN�6KDULQJ�LQ�D�6WRFKDVWLF�2YHUODSSLQJ�*HQHUDWLRQV�(FRQRP\����0LPHR��8&

6DQWD�%DUEDUD��-XQH������D�

&&&&&�� � �6RFLDO�6HFXULW\�5HIRUP�DQG�)LQDQFLDO�0DUNHWV���0LPHR��8&�6DQWD�%DUEDUD�� -XQH�
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%RVZRUWK��%DUU\����)XQG�$FFXPXODWLRQ��+RZ�0XFK"��+RZ�0DQDJHG"��LQ�6RFLDO�6HFXULW\��:KDW

5ROH�IRU�WKH�)XWXUH���3HWHU�'LDPRQG��'DYLG�/LQGHPDQ�DQG�+RZDUG�<RXQJ��(GLWRUV���'LVWULEXWHG�E\

WKH�%URRNLQJV�,QVWLWXWLRQ�IRU�WKH�1DWLRQDO�$FDGHP\�RI�6RFLDO�,QVXUDQFH�������

&RQJUHVVLRQDO�%XGJHW�2IILFH���,PSOLFDWLRQV�RI�5HYLVLQJ�6RFLDO�6HFXULW\
V�,QYHVWPHQW�3ROLFLHV��

&%2�3DSHUV��6HSWHPEHU�������

)LHUVW��(GLWK�8����6RFLDO�6HFXULW\
V�)XWXUH����7HVWLPRQ\�EHIRUH�WKH�6XEFRPPLWWHH�RQ�6RFLDO�6HFXULW\

DQG�)DPLO\�3ROLF\��6HQDWH�)LQDQFH�&RPPLWWHH��0DUFK����������

*DOH��'RXJODV����7KH�(IILFLHQW�'HVLJQ�RI�3XEOLF�'HEW����'RUQEXVFK��5XGLJHU��'UDJKL��0DULR��HGV�

3XEOLF�'HEW�0DQDJHPHQW���7KHRU\�DQG�+LVWRU\��&DPEULGJH��1HZ�<RUN�DQG�0HOERXUQH��&DPEULGJH

8QLYHUVLW\�3UHVV��������SS��������

*UDPOLFK�� (GZDUG�� � �'LIIHUHQW� $SSURDFKHV� IRU� 'HDOLQJ� ZLWK� 6RFLDO� 6HFXULW\��� � -RXUQDO� RI

(FRQRPLF�3HUVSHFWLYHV���������������������

*UHHQVSDQ��$ODQ����5HPDUNV�E\�&KDLUPDQ�$ODQ�*UHHQVSDQ����$EUDKDP�/LQFROQ�$ZDUG�&HUHPRQ\

RI�WKH�8QLRQ�/HDJXH�RI�3KLODGHOSKLD��'HFHPEHU���������
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+DPPRQG��3��%UHWW�DQG�0DUN�-��:DUVKDZVN\����,QYHVWLQJ�6RFLDO�6HFXULW\�)XQGV�LQ�6WRFNV��

0LPHR��7,$$�&5()���������)RUWKFRPLQJ�LQ�%HQHILWV�4XDUWHUO\�

,QJHUVROO��-RQDWKDQ����2SWLRQ�3ULFLQJ�7KHRU\����7KH�1HZ�3DOJUDYH�'LFWLRQDU\�RI�0RQH\�	�)LQDQFH�
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-RQHV��7KRPDV�� � �7UXVW� )XQG� ,QYHVWPHQW�$OWHUQDWLYHV��� ,Q�5HSRUW� RI� WKH� ����������$GYLVRU\

&RXQFLO�RQ�6RFLDO�6HFXULW\��9RO��,,�����������

0HUWRQ��5REHUW�� ��2Q�WKH�5ROH�RI�6RFLDO�6HFXULW\�DV�D�0HDQV�IRU�(IILFLHQW�5LVN�6KDULQJ�LQ�DQ

(FRQRP\�:KHUH�+XPDQ�&DSLWDO� LV�1RW�7UDGDEOH��� �%RGLH��=YL��6KRYHQ�� -RKQ�� HGV�� �)LQDQFLDO

$VSHFWV�RI�WKH�8QLWHG�6WDWHV�3HQVLRQ�6\VWHP���1%(5�3URMHFW�5HSRUW�6HULHV��&KLFDJR�DQG�/RQGRQ�

8QLYHUVLW\�RI�&KLFDJR�3UHVV��������SS����������

0LWFKHOO��2OLYLD�6�� ��$GPLQLVWUDWLYH�&RVWV� LQ�3XEOLF�DQG�3ULYDWH�5HWLUHPHQW�6\VWHPV��� �1%(5

:RUNLQJ�3DSHU�������������

6WROO��+DQV�5����7KH�5HODWLRQVKLS�EHWZHHQ�3XW�DQG�&DOO�2SWLRQ�3ULFHV����-RXUQDO�RI�)LQDQFH��������

'HF��������SDJHV��������

7HFKQLFDO�3DQHO�WR�7KH�����������$GYLVRU\�&RXQFLO�RQ�6RFLDO�6HFXULW\���7HFKQLFDO�3DQHO�RQ

7UHQGV�DQG�,VVXHV�LQ�5HWLUHPHQW�6DYLQJ�

:DUVKDZVN\��0DUN����6RFLDO�6HFXULW\�5HIRUP�DQG�)LQDQFLDO�0DUNHWV��&RPPHQWDU\����0LPHR�

7,$$�&5()��-XQH�������

:KLWH��/DZUHQFH���,QYHVWLQJ�WKH�$VVHWV�RI�WKH�6RFLDO�6HFXULW\�7UXVW�)XQGV�LQ�(TXLW\�6HFXULWLHV��$Q

$QDO\VLV����,QYHVWPHQW�&RPSDQ\�,QVWLWXWH�3HUVSHFWLYH�������������������

=HOGHV�� 6WHSKHQ�� � �5LVN� LQ� (TXLW\� ,QYHVWPHQW��� �7HFKQLFDO� 3DQHO� WR� 7KH� ����������$GYLVRU\

&RXQFLO�RQ�6RFLDO�6HFXULW\��SS����������
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7DEOH���� $OWHUQDWLYH�:D\V�WR�$OORFDWH�)LUVW�3HULRG�5LVN�RI�7UXVW

)XQG�,QYHVWPHQWV

([�3RVW�(TXLW\�5HWXUQV�

+LJKHU�WKDQ�(�H� /RZHU�WKDQ�(�H�

'HILQHG�&RQWULEXWLRQ��'&�

&XUUHQW�:RUNHUV H H

)XWXUH�:RUNHUV � �

$V\PPHWULF��$6<�

&XUUHQW�:RUNHUV H (�H�

)XWXUH�:RUNHUV � H���(�H�

'HILQHG�%HQHILW��'%�

&XUUHQW�:RUNHUV (�H� (�H�

)XWXUH�:RUNHUV H���(�H� H���(�H�

127(6� H  HTXLW\ UDWH LQ SHULRG �

(�H�  H[SHFWDWLRQ RI SHULRG�� HTXLW\ UDWH
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