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0DNHUHUH�8QLYHUVLW\���8JDQGD

$EVWUDFW�

7KH�VWXG\�LQYHVWLJDWHG�WKH�UHVHDUFK�IXQGLQJ�SDWWHUQ�DW�0DNHUHUH�8QLYHUVLW\��7KH�PDMRU�
IRFXV�ZDV�WR�DVVHVV�KRZ�WKH�UHVHDUFK�IXQGLQJ�SDWWHUQ�DW�0DNHUHUH�8QLYHUVLW\�WUDQVODWHG�
LQWR� KXPDQ� UHVRXUFH� DQG� LQVWLWXWLRQDO� GHYHORSPHQW� DQG� WR� DVFHUWDLQ� ZKHWKHU� JHQGHU�
PDWWHUV�� 7KH� DQDO\WLFDO� IUDPHZRUN� ZDV� DQFKRUHG� ZLWKLQ� WKH� IHPLQLVW� RUJDQL]DWLRQDO�
WKHRU\�� HFRQRPLF� UHVRXUFH�EDVHG� WKHRU\� RI� WKH� ¾�UP� DQG� WKH� KXPDQ� FDSLWDO� WKHRU\��
8VLQJ� VHFRQGDU\� GDWD�� WKH� UHVXOWV� LQGLFDWHG� WKDW� 0DNHUHUH� 8QLYHUVLW\� ZDV�� WR� VRPH�
H[WHQW��D�JHQGHU�UHVSRQVLYH� LQVWLWXWLRQ� LQ�SURJUDPPLQJ�DQG�RUJDQL]DWLRQDO�SURFHVVHV��
DOWKRXJK� EHQHDWK� WKHVH� SURFHVVHV�ZDV� D� JHQGHUHG� VXE�VWUXFWXUH� WKDW�ZDV� UHSURGXFHG�
GDLO\� LQ� SUDFWLFDO� ZRUN� DFWLYLWLHV� DQG� LPSDFWLQJ� QHJDWLYHO\� RQ� IHPDOH� VWDII� UHVHDUFK�
SURGXFWLYLW\��IHPLQL]LQJ�VRPH�DFDGHPLF�GLVFLSOLQHV��FROOHJHV��VFKRROV�DQG�DGPLQLVWUDWLYH�
SRVLWLRQV�ZLWKLQ�WKH�8QLYHUVLW\�VWUXFWXUHV��0DNHUHUH�8QLYHUVLW\�UHVHDUFK�IXQGLQJ�VRXUFHV�
LQFOXGLQJ��JRYHUQPHQW�DQG�GHYHORSPHQW�SDUWQHUV�DV�ZHOO�DV�LQWHUQDOO\�JHQHUDWHG�IXQGV�
GHPRQVWUDWHG� VRPH� OHYHO� RI� JHQGHU� UHVSRQVLYHQHVV�� 7LPH� ZDV� D� ELQGLQJ� FRQVWUDLQW�
WR� IHPDOH� UHVHDUFK� SURGXFWLYLW\�� WKH� WHFKQLFDO� FDSDFLW\� RI� WKH�PHPEHUV� RQ� WKH� SROLF\�
FRPPLWWHHV� LQ�JHQGHU�DQDO\VLV� DV�ZHOO� DV� WKH�RUJDQL]DWLRQDO� ORJLF�EXLOW� RQ�PDVFXOLQH�
VWUXFWXUHV�ZDV�IRXQG�LQDGHTXDWH�7KHUH�ZDV�QHHG�WR�UHFRQVLGHU�ZLGHQLQJ�UHVHDUFK�IXQGLQJ�
VRXUFHV� WR� LQFUHDVH� UHVHDUFK� VXSSRUW�� WR� LQFOXGH� DGPLQLVWUDWLYH� VWDII�� ZKLOH� WDUJHWLQJ�
VWDII� DQG� FROOHJHV� WKDW� DUH� ODJJLQJ� EHKLQG� LQ� UHVHDUFK� RXWSXWV��*HQGHU� HTXLW\� VKRXOG�
EH�JXLGLQJ�IDFWRU��7HFKQLFDO�FDSDFLW\�LQ�JHQGHU�PDLQVWUHDPLQJ�WKDW�LV�DOUHDG\�H[LVWLQJ�
DW�WKH�LQVWLWXWLRQ�VKRXOG�EH�HQJDJHG�WR�FKDQJH�WKH�RUJDQL]DWLRQDO�ORJLF�ZLWK�D�YLHZ�WR�
HQKDQFLQJ� WKH� LQWHJUDWLRQ�JHQGHU� LQ� WKH�RUJDQL]DWLRQDO� VWUXFWXUHV�� SURJUDPV��SROLFLHV�
LQFOXGLQJ�UHFUXLWPHQW��SURPRWLRQ��UHWLUHPHQW�DQG�SURFHVVHV�ZKLFK�LQDGYHUWHQWO\�FUHDWH�
DQG�HQKDQFH�JHQGHU�JDSV�EHWZHHQ��FROOHJHV��DGPLQLVWUDWLYH�XQLWV�DQG�ZLWKLQ�GLVFLSOLQHV�
IRU�VHOI�DFWXDOL]DWLRQ��,W� LV� LPSRUWDQW�IRU�0DNHUHUH�8QLYHUVLW\�WR�FRQVLGHU�EXLOGLQJ�WKH�
VNLOOV�RI�WKH�H[LVWLQJ�IHPDOH�VWDII�LQWR�UROH�PRGHOV�IRU�WKH�XSFRPLQJ�IHPDOH�VWXGHQWV��

.H\�ZRUGV��*HQGHU�DQG�5HVHDUFK�)XQGLQJ��*HQGHU�DQG�+XPDQ�5HVRXUFH�
'HYHORSPHQW��*HQGHU�DQG�,QVWLWXWLRQDO�'HYHORSPHQW�

,QWURGXFWLRQ�DQG�3UREOHP�6WDWHPHQW�

7KH�HPHUJHQFH�RI�JOREDOL]DWLRQ�DQG�NQRZOHGJH��EDVHG�HFRQRPLHV�KDV�JLYHQ� ULVH� WR� D�QHZ�
HFRQRPLF�� VRFLDO� SROLWLFDO� DQG� FXOWXUDO� RUGHU� WR� ZKLFK� QDWLRQV�� UHJLRQV�� KLJKHU� HGXFDWLRQ�
V\VWHPV� DQG� LQVWLWXWLRQV� DUH� UHVSRQGLQJ�� 7KH� FRQWULEXWLRQ� RI� UHVHDUFK� DQG� GHYHORSPHQW�
WRZDUGV� WKLV�QHZ�ZRUOG�RUGHU�FDQQRW�EH�RYHUHPSKDVL]HG�DV� LW� LV� WKURXJK�UHVHDUFK�WKDW�QHZ�
WHFKQRORJLFDO�LQQRYDWLRQV�DUH�ERUQ��0DJDUD��������QRWHV�WKDW�DW�0DNHUHUH�8QLYHUVLW\��UHVHDUFK�
LV�LPSRUWDQW�DV�LW�LV�DQ�DYHQXH�IRU�FDUHHU�JURZWK�DQG�GHYHORSPHQW�DV�ZHOO�DV�LQVWLWXWLRQDO�JURZWK�
DQG�SURVSHULW\��,W�LV�WKURXJK�UHVHDUFK�WKDW�0DNHUHUH�8QLYHUVLW\�DV�DQ�LQVWLWXWLRQ�FDQ�SURPRWH�
KHUVHOI�WR�UHVSRQG�WR�WKH�JOREDO�DJHQGD�DQG�JDLQ�YLVLELOLW\��,W�LV�QRWHG�WKDW�WKHVH�FKDOOHQJHV�DUH�
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JHQGHUHG��WKHUHIRUH�LQVWLWXWLRQV�DUH�EHLQJ�IRUFHG�WR�UH�H[DPLQH�WKHPVHOYHV�LQWHUQDOO\�ZLWK�D�
YLHZ�WR�SXUVXLQJ�WKH�JOREDO�DJHQGD�YLV�D�YLV�WKHLU�RZQ�YLVLRQV�DQG�PLVVLRQV��LI�WKH\�DUH�WR�UHPDLQ�
UHOHYDQW�QDWLRQDOO\� DQG� LQWHUQDWLRQDOO\�7KRPDV�� ��������6DQWLDJR�HW� DO� ��������:RUOG�%DQN�
�������DQG�&DVWHOOV��������QRWH�WKDW�WR�DLP�DW�GHYHORSPHQW�ZLWKRXW�DGGUHVVLQJ�LQHTXDOLWLHV�WKDW�
H[LVW�LQ�LQVWLWXWLRQV�LV�FRVPHWLF��.QRZOHGJH�SURGXFWLRQ��DFFXPXODWLRQ��WUDQVIHU�DQG�DSSOLFDWLRQ�
KDYH�EHFRPH�PDMRU�IDFWRUV�LQ�VRFLR�HFRQRPLF�GHYHORSPHQW�DQG�DUH�LQFUHDVLQJO\�DW�WKH�FRUH�RI�
QDWLRQDO�GHYHORSPHQW�VWUDWHJLHV��LQ�RUGHU�IRU�DQ\�FRXQWU\�WR�JDLQ�FRPSHWLWLYH�DGYDQWDJH�LQ�WKH�
JOREDO�NQRZOHGJH�HFRQRP\��+LJKHU�HGXFDWLRQ�LQVWLWXWLRQV�PXVW�EH�VHHQ�DV�SOD\LQJ�D�NH\�UROH�LQ�
JHQHUDWLQJ�DQG�GHOLYHULQJ�WKH�NQRZOHGJH�UHTXLUHPHQWV�IRU�GHYHORSPHQW��1LFR�HW�DO���������QRWH�
D�VWURQJ�DVVRFLDWLRQ�EHWZHHQ�KLJKHU�HGXFDWLRQ�SDUWLFLSDWLRQ�UROHV�DQG�OHYHOV�RI�GHYHORSPHQW��
0DNHUHUH�8QLYHUVLW\� LV� DZDUH� WKDW� UHVHDUFK� LV� WKH� SDWKZD\� IRU� XQLYHUVLWLHV� WR� EHFRPH� WKH�
ORFL� RI� VFLHQWL¾�F� GLVFRYHULHV� WKDW� GULYH� HFRQRPLHV� IRUZDUG� WKURXJK� NQRZOHGJH� SURGXFWLRQ��
LQQRYDWLRQV�DQG�HIIHFWLYH�XWLOL]DWLRQ�RI�UHVHDUFK�RXWSXWV��DV�ZHOO�DV�EHLQJ�D�SUHUHTXLVLWH�IRU�
JURZWK�� FRPSHWLWLRQ� DQG� YLVLELOLW\��0DNHUHUH�8QLYHUVLW\� KDV� SRVLWLRQLQJ� KHUVHOI� WR� EHFRPH�
D�UHVHDUFK�OHG�XQLYHUVLW\��(QKDQFHPHQW�RI�UHVHDUFK�SURGXFWLRQ�KDV�EHHQ�RQH�RI�WKH�VWUDWHJLF�
REMHFWLYHV� LQ� WKH� VXFFHVVLYH� 8QLYHUVLW\� VWUDWHJLF� SODQV� �8QLYHUVLW\� 6WUDWHJLF� 3ODQ� ��������
����������0DNHUHUH�8QLYHUVLW\�$QQXDO�5HSRUW��������

0DNHUHUH� 8QLYHUVLW\� KDV� SRVLWLRQHG� KHUVHOI� XQLTXHO\� DPRQJ� SXEOLF� XQLYHUVLWLHV� LQ�
8JDQGD�DQG�$IULFD�LQ�JHQHUDO�WR�HQJDJH�WKH�JOREDO�FKDOOHQJHV��QDPHO\��JHQGHU�PDLQVWUHDPLQJ�
LQWHUQDWLRQDOL]DWLRQ�� SULYDWL]DWLRQ�� GHFHQWUDOL]DWLRQ�� OLEHUDOL]DWLRQ� RI� WKH� HFRQRP\�� DQG� WKH�
LQFUHDVLQJ�FRPSHWLWLRQ�JHQHUDWHG�IURP�WKH�JOREDO�SROLFLHV��0DJDUD��������0DNHUHUH�8QLYHUVLW\�
$QQXDO� 5HSRUW�� ������� &UHDWLQJ� DQ� HQDEOLQJ� HQYLURQPHQW� DQG� FDSDFLW\� IRU� NQRZOHGJH�
JHQHUDWLRQ�� LQQRYDWLRQ� DQG� XWLOL]DWLRQ� KDYH� EHHQ� VLJQL¿�FDQW� GULYHUV� LQ� WKH� UH�SRVLWLRQLQJ�
SURFHVV��$OO�DFDGHPLF�DQG�D�QXPEHU�RI�WKH�VHQLRU�VWDII�LQ�DGPLQLVWUDWLYH�XQLWV�DUH�HOLJLEOH�WR�
UHVHDUFK�SURGXFWLRQ�DQG�SXEOLFDWLRQ��0DNHUHUH�8QLYHUVLW\�6WUDWHJLF�3ODQ��������������������
7KLV� LV� DPLGVW�*RYHUQPHQW� RI�8JDQGD� SROLF\� VKLIW� LQ� QDWLRQDO� VSHQGLQJ� SULRULWLHV� WRZDUGV�
8QLYHUVDO� 3ULPDU\� (GXFDWLRQ� �83(��� 8QLYHUVDO� 6HFRQGDU\� (GXFDWLRQ� �86(��� %XVLQHVV��
7HFKQLFDO�DQG�9RFDWLRQDO�(GXFDWLRQ��%79(7���VFLHQFH��WHFKQRORJ\�DQG�LQQRYDWLRQ�DQG��DERYH�
DOO��ZRPHQ�HPSRZHUPHQW��

0DNHUHUH�8QLYHUVLW\�EHLQJ�D�SXEOLF� LQVWLWXWLRQ� IRU� ORQJ�HQMR\HG�PRQRSRO\�VWDWXV�DV�D�
VROH�SURYLGHU�RI�KLJKHU�HGXFDWLRQ�LQ�8JDQGD�DQG�IXOO�VXSSRUW�IURP�WKH�*RYHUQPHQW�XQWLO�������
7KH�JRYHUQPHQW�SDUDGLJP�VKLIW�WR�SULYDWL]DWLRQ��OLEHUDOL]DWLRQ�SROLFLHV�DQG�WKH�JHQHUDO�JOREDO�
WUHQG��DQG�WKH�FKDQJLQJ�SULRULWLHV�LQ�HGXFDWLRQ�VHFWRU�VSHQGLQJ�KDV�OHG�WR�WKH�FUHDWLRQ�RI�PRUH�
SULYDWH� DQG� SXEOLF� XQLYHUVLWLHV�� LPSDFWLQJ� QHJDWLYHO\� RQ� WKH� JRYHUQPHQW� IXQGLQJ� WRZDUGV�
0DNHUHUH�8QLYHUVLW\��&XUUHQWO\��WKHUH�DUH�RYHU�WKLUW\�XQLYHUVLWLHV�LQ�8JDQGD��ERWK�SULYDWH�DQG�
SXEOLF��SURYLGLQJ�VLPLODU�SURGXFWV��1DWLRQDO�&RXQFLO�IRU�+LJKHU�(GXFDWLRQ��������7KURXJK�WKH�
SXEOLF��SULYDWH�VHFWRU�SDUWQHUVKLSV�WKH�SULYDWH�XQLYHUVLWLHV�DUH�HOLJLEOH�WR�JRYHUQPHQW�VXSSRUW��
DQG�KHQFH�FRPSHWH�ZLWK�0DNHUHUH�8QLYHUVLW\�IRU�JRYHUQPHQW�VXSSRUW��0DNHUHUH�8QLYHUVLW\�
KDV�UHVSRQGHG�WR�WKLV�SROLF\�VKLIW�E\�WUDQVIRUPLQJ�WR�D�FROOHJLDWH�V\VWHP�RI�JRYHUQDQFH�ZLWK�
D�YLHZ�WR�LQFUHDVLQJ�HIIHFWLYHQHVV�DQG�HI¾�FLHQF\�LQ�KHU�FRUH�IXQFWLRQV�RI�WHDFKLQJ��OHDUQLQJ��
UHVHDUFK�DQG�VHUYLFH�WR�WKH�FRPPXQLW\��DPRQJ�RWKHUV��

7KLV�FDQQRW�EH�EXVLQHVV�DV�XVXDO�IRU�0DNHUHUH�8QLYHUVLW\�LI�LW�LV�WR�SOD\�WKH�OHDGLQJ�UROH�
LQ� KLJKHU� HGXFDWLRQ�� EHFRPH� D� FHQWHU� RI� H[FHOOHQFH��ZKLOH� DW� WKH� VDPH� WLPH� EHLQJ� VHHQ� DV�
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HJDOLWDULDQ� DQG�HTXLWDEOH� LQ� VHUYLFH�GHOLYHU\� �� D�GRXEOH�HGJHG� VZRUG�ZKLFK�PDQ\� LQWHUSUHW�
DV�ZRPHQ�JDLQLQJ�DW� WKH�H[SHQVH�RI�PHQ��7KLV� UHVHDUFK� LQWHUURJDWHV� WKH� LQWHUIDFH�EHWZHHQ�
UHVHDUFK�IXQGLQJ�SDWWHUQ�DQG�WKH�HIIHFW�RI�WKHVH�SDUDGLJP�VKLIWV�DW�0DNHUHUH�8QLYHUVLW\��8JDQGD��
DQG� WKH� LQWHUQDWLRQDO�DJHQGD��DQG�KRZ� WKLV� WUDQVODWHV� LQWR�KXPDQ� UHVRXUFH�DQG� LQVWLWXWLRQDO�
GHYHORSPHQW��ZLWK�D�YLHZ�WR�HVWDEOLVK�ZKHWKHU�JHQGHU�PDWWHUV��

7KHRUHWLFDO�3HUVSHFWLYHV�

7KH� VWXG\� LV� VLWXDWHG� ZLWKLQ� WKH� IHPLQLVW� RUJDQL]DWLRQDO� WKHRU\�� HFRQRPLF� UHVRXUFH�EDVHG�
WKHRU\� RI� WKH�¾�UP� DQG� KXPDQ� FDSLWDO� WKHRU\�� )HPLQLVW� ZULWHUV� RQ� JHQGHUHG� RUJDQL]DWLRQDO�
SURFHVVHV� KDYH� HODERUDWHG� JHQGHU� DV� D� FRQFHSW� WR�PHDQ�PRUH� WKDQ� D� VRFLDOO\� FRQVWUXFWHG��
ELQDU\�LGHQWLW\�DQG�LPDJH��&RQQHOO��������+DUGLQJ��������6FRWW���������$FFRUGLQJO\��JHQGHU�
DV� DQ� DQDO\WLF� FDWHJRU\� LV� DQ� DWWHPSW� WR�¾�QG� QHZ� DYHQXHV� LQWR� WKH� GHQVH� DQG� FRPSOLFDWHG�
SUREOHP�RI�H[SODLQLQJ� WKH�H[WUDRUGLQDU\�SHUVLVWHQFH� WKURXJK�KLVWRU\�DQG�DFURVV�VRFLHWLHV�RI�
WKH�VXERUGLQDWLRQ�RI�ZRPHQ��6FRWW��������GH¾�QHV�JHQGHU�DV�D�FRQVWLWXWLYH�HOHPHQW�RI�VRFLDO�
UHODWLRQVKLSV�EDVHG�RQ�SHUFHLYHG�GLIIHUHQFHV�EHWZHHQ�WKH�VH[HV��DQG�DUJXHV�WKDW�JHQGHU�LV�D�
SULPDU\�ZD\�RI�VLJQLI\LQJ�UHODWLRQVKLSV�RI�SRZHU��

&RFNEXP� �������� *DPH� DQG� 3ULQJOH� �������� .QLJKWV� DQG� :LOOPRWW� �������� 3KLOOLSV�
DQG�7D\ORU���������DQG�6RUHQVRQ��������REVHUYH�WKDW�QHZ�DSSURDFKHV�WR�WKH�VWXG\�RI�ZDJHG�
ZRUN��SDUWLFXODUO\� ODERXU�SURFHVVHV��YLHZ�RUJDQL]DWLRQV�DV�JHQGHUHG��QRW�DV�JHQGHU�QHXWUDO��
2UJDQL]DWLRQV� DUH� FRQFHSWXDOL]HG� DV� RQH� RI� WKH� ORFDWLRQV� RI� WKH� LQH[WULFDEO\� LQWHUWZLQHG�
SURGXFWLRQ� RI� ERWK� JHQGHU� DQG� FODVV� UHODWLRQV��$FNHU� ������� VWXGLHG� FODVV� DQG� JHQGHU� DQG�
QRWHG�WKDW�FODVV�LV�FRQVWUXFWHG�WKURXJK�JHQGHU�DQG�WKDW�FODVV�UHODWLRQV�DUH�DOZD\V�JHQGHUHG��7KH�
VWUXFWXUH�RI�WKH�ODERXU�PDUNHW��UHODWLRQV�LQ�WKH�ZRUNSODFH��WKH�FRQWURO�RI�WKH�ZRUN�SURFHVVHV��
DQG�WKH�XQGHUO\LQJ�ZDJH�UHODWLRQ�DUH�DOZD\V�DIIHFWHG�E\�V\PEROV�LPDJHV�RI�JHQGHU��SURFHVVHV�
RI�JHQGHU� LGHQWLW\��DQG�PDWHULDO� LQHTXDOLWLHV�EHWZHHQ�ZRPHQ�DQG�PHQ��7KHVH�SURFHVVHV�DUH�
FRPSOH[O\�UHODWHG�WR�DQG�SRZHUIXOO\�VXSSRUW�WKH�UHSURGXFWLRQ�RI�WKH�FODVV�VWUXFWXUH��

)RU� DQ� RUJDQL]DWLRQ�� RU� DQ\� RWKHU� DQDO\WLF� XQLW�� WR� EH� JHQGHUHG�� DGYDQWDJHV� DQG�
GLVDGYDQWDJHV��H[SORLWDWLRQ�DQG�FRQWURO��DFWLRQ�DQG�HPRWLRQ��PHDQLQJ�DQG�LGHQWLW\��DUH�SDWWHUQHG�
WKURXJK�DQG�LQ�WHUPV�RI�D�GLVWLQFWLRQ�EHWZHHQ�PDOH�DQG�IHPDOH��PDVFXOLQLW\�DQG�IHPLQLQLW\�
*HQGHU�LV�QRW�DQ�DGGLWLRQ�WR�RQJRLQJ�SURFHVVHV��FRQFHLYHG�DV�JHQGHU�QHXWUDO��5DWKHU��LW�LV�DQ�
LQWHJUDO� SDUW� RI� WKRVH� SURFHVVHV��ZKLFK� FDQQRW� EH� SURSHUO\� XQGHUVWRRG�ZLWKRXW� DQ� DQDO\VLV�
RI�JHQGHU��&RQQHOO��������:HVW�	�'RQ��������� ,W� LV�QRWHG� WKDW�JHQGHULQJ�RFFXUV� LQ�DW� OHDVW�
¾�YH� LQWHUDFWLQJ�SURFHVVHV� WKDW�PD\�EH�DQDO\WLFDOO\�GLVWLQFW��\HW� LQ�SUDFWLFH�� DUH�SDUWV�RI� WKH�
VDPH�UHDOLW\��)LUVW��LV�WKH�FRQVWUXFWLRQ�RI�GLYLVLRQV�DORQJ�OLQHV�RI�JHQGHU���GLYLVLRQV�RI�ODERXU��
DOORZHG�EHKDYLRXU��ORFDWLRQV�LQ�SK\VLFDO�VSDFH��SRZHU��LQFOXGLQJ�WKH�LQVWLWXWLRQDOL]HG�PHDQV�
RI�PDLQWDLQLQJ�WKH�GLYLVLRQV�LQ�WKH�VWUXFWXUHV�RI�ODERXU�PDUNHWV��WKH�IDPLO\��WKH�VWDWH�DV�ZHOO�
DV�RIWHQ�REYLRXV�WR�FDVXDO�REVHUYHUV��.DQWHU��������GRFXPHQWHG�WKDW�DOWKRXJK�WKHUH�DUH�JUHDW�
YDULDWLRQV�LQ�WKH�SDWWHUQV�DQG�H[WHQW�RI�JHQGHU�GLYLVLRQ��PHQ�DUH�DOPRVW�DOZD\V�LQ�WKH�KLJKHVW�
SRVLWLRQV�RI�RUJDQL]DWLRQDO�SRZHU��&RKQ��������DUJXHG�WKDW�PDQDJHUVµ�GHFLVLRQV�RIWHQ�LQLWLDWH�
JHQGHU�GLYLVLRQV�DQG�RUJDQL]DWLRQDO�SUDFWLFHV�PDLQWDLQ�WKHP��DOWKRXJK�WKHVH�DOVR�WDNH�RQ�QHZ�
IRUPV�ZLWK�FKDQJHV�LQ�WHFKQRORJ\�DQG�WKH�ODERXU�SURFHVV��

6HFRQGO\��WKHUH�LV�WKH�FRQVWUXFWLRQ�RI�V\PEROV�DQG�LPDJHV�WKDW�H[SODLQ��H[SUHVV��UHLQIRUFH��
DQG�RU�VRPHWLPHV�RSSRVH�WKRVH�GLYLVLRQV��7KHVH�SUHVHQW�LQ�PDQ\�VRXUFHV�RU�IRUPV��ODQJXDJH��
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LGHRORJ\��SRSXODU�DQG�KLJK�FXOWXUH��GUHVV�� WKH�SUHVV�� WHOHYLVLRQ��/LSPDQ�%OXPHQ��������DQG�
.DQWHU� ������� QRWH� WKDW� WKH� LPDJH� RI� WKH� WRS�PDQDJHU� RU� WKH� EXVLQHVV� OHDGHU� LV� DQ� LPDJH�
RI� VXFFHVVIXO�� IRUFHIXO�PDVFXOLQLW\��0HQ�ZRUNHUVµ� LPDJHV� RI�PDVFXOLQLW\� OLQN� WKHLU� JHQGHU�
ZLWK�WKHLU�WHFKQLFDO�VNLOOV��VXFK�WKDW�WKH�SRVVLELOLW\�WKDW�ZRPHQ�PLJKW�DOVR�REWDLQ�VXFK�VNLOOV�
UHSUHVHQWV�D�WKUHDW�WR�WKDW�PDVFXOLQLW\��

7KH�WKLUG�VHW�RI�SURFHVVHV� WKDW�SURGXFH�JHQGHUHG�VRFLDO�VWUXFWXUHV� LQ�RUJDQL]DWLRQV�DUH�
LQWHUDFWLRQV� EHWZHHQ� ZRPHQ� DQG� PHQ�� ZRPHQ� DQG� ZRPHQ�� PHQ� DQG� PHQ�� LQFOXGLQJ� DOO�
WKRVH�SDWWHUQV� WKDW�HQDFW�GRPLQDQFH�DQG�VXEPLVVLRQ��:HVW�DQG�'RQ��������REVHUYH�JHQGHU�
GLIIHUHQFHV�LQ�FRQYHUVDWLRQ�DQDO\VLV�WKURXJK�LQWHUUXSWLRQV��WXUQ�WDNLQJ��DQG�VHWWLQJ�WKH�WRSLF�RI�
GLVFXVVLRQ��7KHVH�UHFUHDWH�JHQGHU�LQHTXDOLW\�LQ�WKH�¿�RZ�RI�RUGLQDU\�WDON�VXFK�WKDW�PHQ�DUH�WKH�
DFWRUV��ZRPHQ�WKH�HPRWLRQDO�VXSSRUW��+RFKVFKLOG���������

5HVNLQ�DQG�5RRV��������QRWH�WKDW�WKHVH�SURFHVVHV�KHOS�WR�SURGXFH�JHQGHUHG�FRPSRQHQWV�
RI� LQGLYLGXDO� LGHQWLW\��ZKLFK�PD\� LQFOXGH�FRQVFLRXVQHVV�RI� WKH�H[LVWHQFH�RI� WKH�RWKHU� WKUHH�
DVSHFWV�RI�JHQGHU�VXFK�DV��LQ�RUJDQL]DWLRQV�FKRLFH�RI�DSSURSULDWH�ZRUN��ODQJXDJH�XVH��FORWKLQJ��
DQG�SUHVHQWDWLRQ�RI�VHOI�DV�D�JHQGHUHG�PHPEHU�RI�DQ�RUJDQL]DWLRQ��

/DVWO\��&OHJJ�DQG�'XQNHUOH\��������DQG�6PLWK��������QRWH�WKDW�JHQGHU�LV�LPSOLFDWHG�LQ�
WKH�IXQGDPHQWDO��RQJRLQJ�SURFHVVHV�RI�FUHDWLQJ�DQG�FRQFHSWXDOL]LQJ�VRFLDO�VWUXFWXUHV��*HQGHU�
LV�REYLRXVO\�D�EDVLF�FRQVWLWXWLYH�HOHPHQW�LQ�IDPLO\�DQG�NLQVKLS��EXW��OHVV�REYLRXVO\��LW�KHOSV�
WR�IUDPH�WKH�XQGHUO\LQJ�UHODWLRQV�RI�RWKHU�VWUXFWXUHV��LQFOXGLQJ�FRPSOH[�RUJDQL]DWLRQV��,W�LV�D�
FRQVWLWXWLYH�HOHPHQW�LQ�RUJDQL]DWLRQDO�ORJLF��RU�WKH�XQGHUO\LQJ�DVVXPSWLRQV�DQG�SUDFWLFHV�WKDW�
FRQVWUXFW�PRVW�FRQWHPSRUDU\�ZRUN�RUJDQL]DWLRQV��,W�LV�IXUWKHU�QRWHG�WKDW�DV�RUJDQL]DWLRQDO�ORJLF�
DSSHDUV�WR�EH�JHQGHU�QHXWUDO��WKHQ�JHQGHU�QHXWUDO�WKHRULHV�RI�EXUHDXFUDF\�DQG�RUJDQL]DWLRQV�
HPSOR\�DQG�JLYH�H[SUHVVLRQ�WR�WKLV� ORJLF��+RZHYHU��XQGHUO\LQJ�ERWK�DFDGHPLF�WKHRULHV�DQG�
SUDFWLFDO�JXLGHV�IRU�PDQDJHUV�LV�D�JHQGHUHG�VXE�VWUXFWXUH�WKDW�LV�UHSURGXFHG�GDLO\�LQ�SUDFWLFDO�
ZRUN�DFWLYLWLHV�DQG��VRPHZKDW�OHVV�IUHTXHQWO\��LQ�WKH�ZULWLQJV�RI�RUJDQL]DWLRQDO�WKHRULVWV��7KH�
DUJXPHQW�LV�WKDW�RUJDQL]DWLRQDO�ORJLF�KDV�PDWHULDO�IRUPV�LQ�ZULWWHQ�ZRUN�UXOHV��ODERXU�FRQWUDFWV��
PDQDJHULDO�GLUHFWLYHV��DQG�RWKHU�GRFXPHQWDU\�WRROV�IRU�UXQQLQJ�ODUJH�RUJDQL]DWLRQV��LQFOXGLQJ�
V\VWHPV� RI� MRE� HYDOXDWLRQ�ZLGHO\� XVHG� LQ� WKH� FRPSDUDEOH�ZRUWK� VWUDWHJ\� RI� IHPLQLVWV�� -RE�
HYDOXDWLRQ�LV�DFFRPSOLVKHG�WKURXJK�WKH�XVH�DQG�LQWHUSUHWDWLRQ�RI�GRFXPHQWV�WKDW�GHVFULEH�MREV�
DQG�KRZ�WKH\�DUH�WR�EH�HYDOXDWHG��7KHVH�GRFXPHQWV�FRQWDLQ�V\PEROLF�LQGLFDWRUV�RI�VWUXFWXUH��
WKH�ZD\V�WKDW� WKH\�DUH�LQWHUSUHWHG�DQG�WDONHG�DERXW� LQ�WKH�SURFHVV�RI� MRE�HYDOXDWLRQ�UHYHDOV�
WKH�XQGHUO\LQJ�RUJDQL]DWLRQDO�ORJLF��,Q�OLJKW�RI�WKH�DERYH��DV�ORQJ�DV�WKH�8QLYHUVLW\�VWUXFWXUHV��
SURJUDPPLQJ�DQG�RUJDQL]DWLRQDO�ORJLF�LV�JHQGHU�QHXWUDO��LW�LV�XQOLNHO\�WR�UHVSRQG�SRVLWLYHO\�WR�
WKH�DIRUHPHQWLRQHG�SDUDGLJP�VKLIWV�LQ�D�JHQGHU�UHVSRQVLYH�ZD\��

7KH�UHVRXUFH�EDVHG�WKHRU\�RI�WKH�¾�UP�LV�D�EOHQG�RI�RUJDQL]DWLRQDO�HFRQRPLFV�DQG�VWUDWHJLF�
PDQDJHPHQW��%DUQH\��������&RQQHU���������7KH�IXQGDPHQWDO�DVVXPSWLRQ�LV�WKDW�RUJDQL]DWLRQV�
FDQ�EH�VXFFHVVIXO�LI�WKH\�JDLQ�DQG�PDLQWDLQ�FRPSHWLWLYH�DGYDQWDJH��,W�LV�QRWHG�WKDW�RUJDQL]DWLRQV�
DQG�QDWLRQV�ZKLFK�SURPRWH�WKH�IXOO�DQG�HTXDO�SDUWQHUVKLS�RI�PDOH�DQG�IHPDOH�OHDGHUV�WHQG�WR�EH�
DPRQJVW�WKH�PRVW�KXPDQH��HFRQRPLFDOO\�YLEUDQW�DQG�HQYLURQPHQWDOO\�IULHQGO\��3RUWHU��������
.DWH���������&RPSHWLWLYH�DGYDQWDJH�LV�JDLQHG�E\�LPSOHPHQWLQJ�D�YDOXH�FUHDWLQJ�VWUDWHJ\�WKDW�
FRPSHWLWRUV�FDQQRW�HDVLO\�FRS\�DQG�VXVWDLQ�DQG�IRU�ZKLFK�WKHUH�DUH�QR�UHDG\�VXEVWLWXWHV�
�%DUQH\���������)RU�FRPSHWLWLYH�DGYDQWDJH�WR�EH�JDLQHG��WZR�FRQGLWLRQV�DUH�QHHGHG��¿�UVW��WKH�
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UHVRXUFHV�DYDLODEOH�WR�FRPSHWLQJ�¾�UPV�PXVW�EH�YDULDEOH�DQG�WKHVH�UHVRXUFHV�PXVW�EH�LPPRELOH��
VRPHWKLQJ�WKDW�LV�QRW�HDVLO\�REWDLQHG��7KUHH�W\SHV�RI�UHVRXUFHV�DVVRFLDWHG�ZLWK�RUJDQL]DWLRQV�
DUH��SK\VLFDO��LQFOXGLQJ�WHFKQRORJ\��HTXLSPHQW�DQG�JHRJUDSKLF�ORFDWLRQ��KXPDQ���LQFOXGLQJ�
HPSOR\HHVµ� H[SHULHQFH�DQG�NQRZOHGJH�� DQG�RUJDQL]DWLRQDO� VWUXFWXUH� �LQFOXGLQJ� V\VWHPV� IRU�
SODQQLQJ��PRQLWRULQJ��DQG�FRQWUROOLQJ�DFWLYLWLHV��VRFLDO�UHODWLRQV�ZLWKLQ�WKH�RUJDQL]DWLRQ�DQG�
EHWZHHQ�WKH�RUJDQL]DWLRQ�DQG�H[WHUQDO�FRQVWLWXHQFLHV��+XPDQ�UHVRXUFH�PDQDJHPHQW�JUHDWO\�
LQ¿�XHQFHV�DQ�RUJDQL]DWLRQµV�RUJDQL]DWLRQDO�UHVRXUFHV�DQG�VR�FDQ�EH�XVHG�WR�JDLQ�FRPSHWLWLYH�
DGYDQWDJH� �6FKXOHU� 	�0DF0LOODQ�� ������� .DWH�� ������� UHYHDOHG� WKDW� ZRPHQµV� GLVWLQFWLYH�
DSSURDFKHV� WR� EXVLQHVV� DQG� OHDGHUVKLS�ZHUH� FKLH¿�\� UHVSRQVLEOH� IRU� FKDQJLQJ� WKH� UXOHV� IRU�
EXVLQHVV�VXFFHVV�EHFDXVH�RI�WKH�XQLTXH�JLIWV�WKH\�SRVVHVV��:ULJKW�HW�DO����������DUJXHG�WKDW�
WKH�H[WHQW�WR�ZKLFK�KXPDQ�UHVRXUFH�PDQDJHPHQW�FDQ�EH�XVHG�WR�JDLQ�FRPSHWLWLYH�DGYDQWDJH��
DQG�WKH�PHDQV�RI�GRLQJ�VR��DUH�SDUWO\�GHWHUPLQHG�E\�WKH�HQYLURQPHQWV�LQ�ZKLFK�RUJDQL]DWLRQV�
RSHUDWH��7KLV�WKHRU\�KLJKOLJKWV�WKH�GLIIHUHQW�VNLOOV�DQG�RUJDQL]DWLRQDO�DWWULEXWHV�SRVVHVVHG�E\�
ERWK�PDOH�DQG�IHPDOH�HPSOR\HHV�DQG�SUHVHQWV�DQ�DUJXPHQW�IRU�EXLOGLQJ�RI�V\QHUJLHV�EHWZHHQ�
WRS�PDOH�DQG�IHPDOH�HPSOR\HHV�IRU�WKH�VXFFHVV�RI�WKH�RUJDQL]DWLRQ��

7KH�KXPDQ�FDSLWDO�WKHRU\�UHIHUV�WR�KXPDQ�FDSLWDO�DV�WKH�SURGXFWLYH�FDSDELOLWLHV�RI�SHRSOHµV�
VNLOOV��H[SHULHQFH��DQG�NQRZOHGJH��$FFRUGLQJ�WR�%HFNHU��������KXPDQ�FDSLWDO�KDV�HFRQRPLF�
YDOXH� WR�RUJDQL]DWLRQV�DV� LW� LV�DQ�HQDEOHU� WR�SURGXFWLYLW\�DQG�DGDSWDELOLW\��7KHUHIRUH�SHRSOH�
FRQVWLWXWH�WKH�RUJDQL]DWLRQµV�KXPDQ�FDSLWDO��/LNH�RWKHU�DVVHWV��KXPDQ�FDSLWDO�KDV�YDOXH�LQ�WKH�
PDUNHW�SODFH��EXW�XQOLNH�RWKHU�DVVHWV��WKH�SRWHQWLDO�YDOXH�RI�KXPDQ�FDSLWDO�FDQ�EH�IXOO\�UHDOL]HG�
RQO\�ZLWK�WKH�FRRSHUDWLRQ�RI�WKH�SHUVRQV��$OO�FRVWV�UHODWHG�WR�HOLFLWLQJ�SURGXFWLYH�EHKDYLRXU�IURP�
HPSOR\HHV��LQFOXGLQJ�WKRVH�UHODWHG�WR�PRWLYDWLQJ��PRQLWRULQJ��DQG�UHWDLQLQJ�WKHP��FRQVWLWXWH�
KXPDQ�FDSLWDO�LQYHVWPHQWV�DQG�DUH�PDGH�LQ�DQWLFLSDWLRQ�RI�IXWXUH�UHWXUQV��)ODPKROW]�	�/DFH\��
�������2UJDQL]DWLRQV�FDQ�XVH�KXPDQ�UHVRXUFH�PDQDJHPHQW� �+50�� LQ�D�YDULHW\�RI�ZD\V� WR�
LQFUHDVH�WKHLU�KXPDQ�FDSLWDO��&DVFLR��������)ODPKROW]�	�/DFH\���������)RU�H[DPSOH��WKH\�FDQ�
²EX\³�KXPDQ�FDSLWDO�LQ�WKH�PDUNHW�E\�RIIHULQJ�GHVLUDEOH�FRPSHQVDWLRQ�SDFNDJHV�RU�GHYHORS�LW�
LQWHUQDOO\�E\�RIIHULQJ�H[WHQVLYH�WUDLQLQJ�DQG�GHYHORSPHQW�RSSRUWXQLWLHV��,QYHVWPHQWV�RI�HLWKHU�
W\SH�KDYH�DVVRFLDWHG�FRVWV��ZKLFK�DUH�MXVWL¾�DEOH�RQO\�WR�WKH�H[WHQW�WKH�RUJDQL]DWLRQ�LV�DEOH�WR�
SURGXFWLYHO\�XWLOL]H�WKH�DFFXPXODWHG�FDSLWDO��7VDQJ�HW�DO����������&RQWH[WXDO�IDFWRUV�VXFK�DV�
PDUNHW�FRQGLWLRQV��XQLRQV��EXVLQHVV�VWUDWHJLHV��DQG�WHFKQRORJ\�DUH�LPSRUWDQW�DV�WKH\�DIIHFW�WKH�
FRVWV�DVVRFLDWHG�ZLWK�DOWHUQDWLYH�DSSURDFKHV�WR�XVLQJ�KXPDQ�UHVRXUFH�WR�LQFUHDVH�WKH�YDOXH�RI�
WKH�RUJDQL]DWLRQµV�KXPDQ�FDSLWDO�DQG�WKH�YDOXH�RI�WKH�DQWLFLSDWHG�UHWXUQV��VXFK�DV�SURGXFWLYLW\�
JDLQV��%RXGUHDX�	�%HUJHU��������5XVVHOO�HW�DO���������7KH�KXPDQ�FDSLWDO�WKHRULHV�DVVXPH�WKDW�
PHQ�DQG�ZRPHQ�SURYLGH� VLPLODU�SURGXFWV� LQ� WHUPV�RI� ODERXU� DQG� ODERXU�SURGXFWLYLW\�RQFH�
PRWLYDWHG�DQG�DYDLOHG�ZLWK�DQ�HQDEOLQJ�HQYLURQPHQW��)URP�WKLV�SHUVSHFWLYH�LW�LV�LPSOLFLW�WKDW�
ODERXU�LV�JHQGHU�QHXWUDO��

7KH�(XURSHDQ�&RPPLVVLRQ���������SUHVHQWV�D�IUDPHZRUN�WKDW�GHPRQVWUDWHV�WKDW�HIIHFWLYH�
XVH� RI� UHVRXUFHV� LV� RQO\� VXVWDLQDEOH� E\� XVLQJ� D� SHRSOH�FHQWUHG� DQG� UHVRXUFH� GLVWULEXWLYH�
DSSURDFK��,W�LV�DUJXHG�WKDW�LQSXWV�LQ�DQ�RUJDQL]DWLRQ��FRXSOHG�ZLWK�RXWVLGH�LQ¿�XHQFH��DUH�ZKDW�
GHWHUPLQH�WKH�RUJDQL]DWLRQDO�RXWSXWV��7KHVH�LQSXWV�WRJHWKHU�ZLWK�WKH�H[LVWLQJ�LQWHUQDO�FDSDFLW\�
DQG�H[WHUQDO�LQ¿�XHQFH�LQWHUDFW�WR�HQKDQFH�WKH�FDSDFLW\�RI�KXPDQ�DQG�VRFLDO�FDSLWDO�HYHQWXDOO\�
OHDGLQJ�WR�LQVWLWXWLRQDO�GHYHORSPHQW�DV�FRQFHSWXDOL]HG�LQ�)LJXUH���



(OL]DEHWK�.DDVH�%ZDQJD�DQG�&RQVRODWD�.DERQHVD

&RQWH[W�RI�$SSUHFLDWLRQ��6WUXFWXUDO DQG�LQVWLWXWLRQDO�IDFWRUV��
DQG�DJHQWV�EH\RQG�VKRUW�WHUP�LQIOXHQFH

&RQWH[W�RI�LQIOXHQFH��([WHUQDO�VWDNHKROGHUV�ZLWK�
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)LJXUH����$QDO\WLFDO�IUDPHZRUN�RI�2UJDQL]DWLRQ�V��DV�RSHQ�V\VWHP�V��

6RXUFH���(XURSHDQ�&RPPLVVLRQ�������

7KLV�UHVHDUFK�DGRSWV�WKH�IHPLQLVW�RUJDQL]DWLRQDO�WKHRU\��HFRQRPLF�UHVRXUFH�EDVHG�WKHRU\�RI�WKH�
¾�UP�DQG�WKH�KXPDQ�FDSLWDO�WKHRU\�DQG�WKH�(8�FRQFHSWXDO�IUDPHZRUN�WR�VKRZ�WKDW�RUJDQL]DWLRQV�
DUH�RSHQ�V\VWHPV��ZLWK�PDQ\�IDFWRUV��DFWRUV�DQG�LQSXWV��LQWHUQDO�DQG���RU�H[WHUQDO��HDFK�ZLWK�
WKHLU�RZQ�UHDFWLRQ�IXQFWLRQV�WRZDUGV�WKH�DFKLHYHPHQW�RI�RUJDQL]DWLRQDO�REMHFWLYHV��6RPH�RI�
WKH�SUHVVXUHV�PD\�EH�GHWUDFWLYH��FRPSOHPHQWDU\�RU�FRPSHWLWLYH�

7KH�RUJDQL]DWLRQ�PD\�EH�FRPSHWLQJ�IRU�WKH�VDPH�LQSXWV��PDUNHWV��WR�JDLQ�YLVLELOLW\�RYHU�
LWV�FRPSHWLWRUV�DQG��RU�HYHQWXDOO\�GULYH�WKH�FRPSHWLWRUV�RXW�RI�WKH�PDUNHW��2UJDQL]DWLRQV�DUH�
H[SHFWHG�WR�IRUPXODWH�UHDFWLRQ�IXQFWLRQV�VXEMHFW�WR�WKH�KXPDQ�UHVRXUFH�DQG�KRZ�WKLV�UHVRXUFH�
LV� WR�EH�KDUQHVVHG�DQG�PRELOL]HG� IRU� WKH�DFKLHYHPHQW�RI�RUJDQL]DWLRQDO�REMHFWLYHV��DQG� WKH�
PL[� RI� H[WHUQDO� HQYLURQPHQWDO� IDFWRUV� LQFOXGLQJ� LQWHUQDWLRQDO� FRPPLWPHQWV� OLNH� JHQGHU�
PDLQVWUHDPLQJ��JOREDOL]DWLRQ��FRPSHWLWRUVµ�UHDFWLRQ�IXQFWLRQV�DQG�JRYHUQPHQW�SROLF\�WR�UHPDLQ�
UHOHYDQW�� )URP� WKH�0DNHUHUH�8QLYHUVLW\� SHUVSHFWLYH�� UHVHDUFK� LV� FRQVLGHUHG� DV� DQ� LQSXW� WR�
ERRVW�WKH�8QLYHUVLW\µV�FDSDFLW\�WR�SURGXFH�RXWSXWV��0DNHUHUH�8QLYHUVLW\�LV�H[SHFWHG�WR�GHOLYHU�
D� GXDO� DJHQGD�� WKDW� LV�� HI¾�FLHQF\� DQG� HIIHFWLYHQHVV� LQ� RUGHU� WR� UHPDLQ� UHOHYDQW� WR� QDWLRQDO�
DQG� LQWHUQDWLRQDO� DJHQGD�� 7KLV� UHTXLUHV� EXLOGLQJ� DQ� RUJDQL]DWLRQDO� ORJLF� LQ� SURJUDPPLQJ�
DQG� RUJDQL]DWLRQDO� SURFHVVHV� WR� HQJDJH� DQG� WDNH� DGYDQWDJH� RI� H[WHUQDO� DQG� LQWHUQDO� IRUFHV�
LQ� RUGHU� WR� FRXQWHUDFW� WKH� JHQGHU� TXHVWLRQ��7KLV� FRXOG� EH� E\� LQFRUSRUDWLQJ� JHQGHU� LQWR� LWV�
SURJUDPPLQJ� DQG� RUJDQL]DWLRQDO� SURFHVVHV�� FRQVFLRXVO\� RU� RWKHUZLVH�� WKURXJK�PHQWRUVKLS��
WDUJHWHG�UHVHDUFK�IXQGLQJ��DQG�WKH�FUHDWLRQ�RI�D� WDUJHWHG�HQDEOLQJ�HQYLURQPHQW�IRU�UHVHDUFK�
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SURGXFWLYLW\�IRU�ERWK�PDOH�DQG�IHPDOH�DFDGHPLFV��,W�LV�DQWLFLSDWHG�WKDW�WKLV�FRXOG�UHVXOW�LQWR�
LQFUHDVHG�UHVHDUFK�RXWSXWV�IRU�ERWK�PDOH�DQG�IHPDOH�VWDII��EDODQFHG�LQVWLWXWLRQDO�GHYHORSPHQW��
LQWHUQDWLRQDO�YLVLELOLW\�� LQFUHDVHG�LQ¿�XHQFH�QDWLRQDO�GHYHORSPHQW� WUHQGV��DV�ZHOO�DV�PHHWLQJ�
JOREDO�FKDOOHQJHV�

0HWKRGRORJ\

6HFRQGDU\�GDWD��JHQHUDWHG�DQQXDOO\�E\�GLIIHUHQW�DFFRXQWDELOLW\�FHQWUHV�RI�WKH�8QLYHUVLW\��GXULQJ�
DQQXDO�SHUIRUPDQFH� UHYLHZV�IRU�SXUSRVHV�RI� UHSRUWLQJ� WR� WKH�8JDQGD�3DUOLDPHQW�ZDV�XVHG��
(DFK� DFFRXQWDELOLW\� FHQWUH� VXEPLWV� D� UHSRUW� WR� WKH�3ODQQLQJ� DQG�'HYHORSPHQW�'HSDUWPHQW�
RI�WKH�8QLYHUVLW\�LQ�OLQH�ZLWK�KHU�PDQGDWH��7KH�3ODQQLQJ�DQG�'HYHORSPHQW�'HSDUWPHQW�WKHQ�
FRPSLOHV� WKH� GDWD� LQWR� D� 8QLYHUVLW\�ZLGH� DQQXDO� UHSRUW� IRU� VXEPLVVLRQ� WR� WKH� 8QLYHUVLW\�
&RXQFLO�� ,Q� DGGLWLRQ�� WKH� 3ODQQLQJ� DQG� 'HYHORSPHQW� 'HSDUWPHQW� FRPSLOHV� D� )DFW� %RRN�
DQQXDOO\�KLJKOLJKWLQJ�WKH�VWDWXV�RI�VWDQGDUG�SHUIRUPDQFH�LQGLFDWRUV�LQ�OLQH�ZLWK�WKH�UHOHYDQW�
8QLYHUVLW\�6WUDWHJLF�3ODQ��7KHVH�GRFXPHQWV�DUH�DYDLODEOH�DW� WKH�3ODQQLQJ�DQG�'HYHORSPHQW�
'HSDUWPHQW��WKH�8QLYHUVLW\�/LEUDU\��DQG�DOO�DFFRXQWDELOLW\�FHQWUHV�RI�WKH�8QLYHUVLW\��7KLV�ZDV�
VXSSOHPHQWHG�E\�UHYLHZV�RI�WKHRUHWLFDO�DQG�HPSLULFDO�VWXGLHV�RQ�WKH�FRQWULEXWLRQ�RI�UHVHDUFK�
WR�KXPDQ�UHVRXUFH�DQG�LQVWLWXWLRQDO�GHYHORSPHQW�IURP�DQ�HFRQRPLF�DQG�IHPLQLVW�SHUVSHFWLYH��
%HLQJ�VHFRQGDU\�VRXUFHV��FRPSLOHG�SXUSRVHO\�IRU�UHSRUWLQJ��WKHUH�FRXOG�KDYH�EHHQ�GDWD�ELDV�
DQG�LQDFFXUDWH�UHSRUWLQJ��%HVLGHV��WKH�VWXG\�EHLQJ�ORQJLWXGLQDO�LQ�QDWXUH��DQDO\VLV�ZDV�VWUHWFKHG�
DV�IDU�DV�GDWD�ZDV�DYDLODEOH��'DWD�JDSV�ZHUH�¾�OOHG�E\�WDNLQJ�DYHUDJHV�RI�WKH�ORZHU�DQG�XSSHU�
\HDUV��7KH�GDWD�WKDW�ZDV�DYDLODEOH�SURYLGHG�D�JRRG�JURXQG�IRU�DQDO\VLV��WKH�UHVXOW�RI�ZKLFK�ZLOO�
SURYLGH�D�UHIHUHQFH�SRLQW�IRU�IXWXUH�VWXGLHV�RI�D�VLPLODU�QDWXUH��7KH�DERYH�QRWZLWKVWDQGLQJ��LW�
GLG�QRW�VLJQL¾�FDQWO\�DIIHFW�WKH�UHVXOWV�RI�WKH�UHVHDUFK�

5HVXOWV

0DNHUHUH�8QLYHUVLW\�5HVHDUFK�)XQGLQJ�6RXUFHV

7KH�8QLYHUVLW\�KDV�WKUHH�PDMRU�VRXUFHV�RI�IXQGLQJ��JRYHUQPHQW�VXEYHQWLRQ��DSSURSULDWLRQ�LQ�
$LG��1RQ�WD[�UHYHQXH���LQWHUQDOO\�JHQHUDWHG��DQG�GRQRU�VXSSRUW��'RQRU�VXSSRUW�IDOOV�LQWR�WZR�
FDWHJRULHV��PRVWO\�LQ�IRUP�RI�JUDQWV�IRU�LQVWLWXWLRQDO�FDSDFLW\�EXLOGLQJ�IRFXVLQJ�RQ�WHDFKLQJ�
DQG�OHDUQLQJ��DQG�FDSLWDO�GHYHORSPHQW��7KH�UHVHDUFK�IRFXVHG�RQ�GRQRU�VXSSRUW�IRU�FDSDFLW\�
GHYHORSPHQW�LQ�WKH�DUHDV�RI�WHDFKLQJ�DQG�OHDUQLQJ��7KLV�VXSSRUW�FRPHV�SUHGRPLQDQWO\�WKURXJK�
JRYHUQPHQW� ELODWHUDO� VXSSRUW� DQG� IRXQGDWLRQV�� 7KH� LQWHUQDWLRQDO� RUJDQL]DWLRQV� 0DNHUHUH�
8QLYHUVLW\� UHODWHV�ZLWK� LQ� WHUPV�RI�¾�QDQFLDO� VXSSRUW� LQFOXGH��)RUG�)RXQGDWLRQ��5RFNHIHOOHU�
)RXQGDWLRQ��&DUQHJLH�&RUSRUDWLRQ��0DF$UWKXU�)RXQGDWLRQ��6LGD�6$5(&��125$'��LQGLYLGXDO�
DQG� �RU�H[WHUQDO�XQLYHUVLWLHV�� DPRQJ�RWKHUV��7KHVH�RUJDQL]DWLRQV�DUH�JHQGHU�UHVSRQVLYH�DQG�
VXSSRUW�ZRPHQ�HPSRZHUPHQW�

7KH�¾�QDQFLDO� VSHFWUXP�RYHU� WKH� ODVW� WHQ�\HDUV� LQGLFDWHG� WKDW� WRWDO� IXQGLQJ�PRXQWHG� WR�
8JDQGD�VKLOOLQJV����E��ZLWK�JRYHUQPHQW�FRQWULEXWLQJ�8VKV�����ELOOLRQ�DQG�8VKV����ELOOLRQ�
IURP� WKH� GRQRUV��7KH�PDMRU� IXQGLQJ� VRXUFHV�ZHUH� LQWHUQDOO\�JHQHUDWHG� IXQGV�� IROORZHG� E\�
JRYHUQPHQW�DQG�GRQRUVµ�VRXUFHV�ZLWK����SHU�FHQW�����SHU�FHQW�DQG����SHU�FHQW��UHVSHFWLYHO\��
,QWHUQDO�SULYDWH� VRXUFHV� VKRZHG�DQ�XSZDUG� WUHQG�� DQ� LQGLFDWLRQ� WKDW�0DNHUHUH�8QLYHUVLW\µV�
¾�QDQFLDO�EDVH�ZLOO� IRU�VRPH�WLPH�EH�VXSSRUWHG�IURP�LQWHUQDO�VRXUFHV� WKDQ�IURP�GRQRUV�DQG�
JRYHUQPHQW��7KH�WUHQG�RI�GRQRU�VXSSRUW�LV�XQSUHGLFWDEOH�DV�GRQRUVµ�LGHRORJ\�KDV�VLJQL¾�FDQW�
LQ¿�XHQFH�RQ�WKH�WUHQG�RI�SURJUDPPLQJ�DQG�RUJDQL]DWLRQDO�SURFHVVHV�LQ�0DNHUHUH�8QLYHUVLW\��
0DNHUHUH�8QLYHUVLW\�GRQRU�DJHQFLHV�DUH�HPSKDWLF�RQ�JHQGHU�PDLQVWUHDPLQJ��7KLV�KDV�EHHQ�
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UH¿�HFWHG�LQ�WKH�VXSSRUW�WR�0DNHUHUH�8QLYHUVLW\�WR�HVWDEOLVK�WKH�*HQGHU�PDLQVWUHDPLQJ�GLYLVLRQ��
FXUUHQWO\�D�'LUHFWRUDWH�RI�*HQGHU�0DLQVWUHDPLQJ�RI�8QLYHUVLW\�DQG�WKH�HVWDEOLVKPHQW�RI�WKH�
6FKRRO�RI�:RPHQ�DQG�*HQGHU�6WXGLHV�� D� QDWLRQDO� DQG� LQVWLWXWLRQDO� OHDG� DJHQF\� IRU�JHQGHU�
PDLQVWUHDPLQJ��DPRQJ�RWKHU�DFWLYLWLHV�

5HVHDUFK�)XQGV�$YDLODELOLW\�DQG�8VH

7KH� WRWDO� DPRXQW� RI� UHVHDUFK� IXQGV� RYHU� WKH� SHULRG� ����� �� ����ZDV� 8VKV���E� WR�¾�QDQFH�
UHVHDUFK�DQG�UHODWHG�DFWLYLWLHV��8VKV����E��������ZDV�VSHQW�RI�GRFWRUDO�WUDLQLQJ��6KV������P�
�����ZDV�VSHQW�RQ�0DVWHUV�WUDLQLQJ��8VKV������P�������ZDV�VSHQW�RQ�FRQIHUHQFH�DQG�WUDYHO��
8VKV���P� ������ ZDV� VSHQW� RQ� SRVWGRFWRUDO� UHVHDUFK�� 8JDQGD� 6KLOOLQJ� �P� ZDV� VSHQW� RQ�
RUJDQL]LQJ� FRQIHUHQFH� DFWLYLWLHV�� 8VKV�P�ZDV� IRU� LQDXJXUDO� OHFWXUHV� DQG�8VKV� ����P�ZDV�
VSHQW� RQ� UHVHDUFK�UHODWHG� DFWLYLWLHV� �0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��7KLUG�(GLWLRQ�� �������
)XQGV�IURP�GRQRUV�ZHUH�WDUJHWHG�WR�FROOHJHV��UHVHDUFK�WKHPHV�DQG�RU�IXQFWLRQV��6FLHQFH�EDVHG�
FROOHJHV� ZHUH� WKH� ELJJHVW� EHQH¾�FLDULHV�� 7KH� &ROOHJH� RI� +HDOWK� 6FLHQFHV� WRSSHG�� IROORZHG�
E\�WKH�&ROOHJH�RI�$JULFXOWXUH�DQG�(QYLURQPHQWDO�6FLHQFHV��WKH�&ROOHJH�RI�1DWXUDO�6FLHQFHV�
EHQH¾�WHG� OHDVW�ZLWK�86�������������86������������DQG�86������������UHVSHFWLYHO\��86��
����������ZDV�IRU�LQVWLWXWLRQDO�GHYHORSPHQW��0DNHUHUH�8QLYHUVLW\�)DFW�%RRN�����������

'LVWULEXWLRQ�RI�5HVHDUFK�)XQGV�E\�5HVHDUFK�UHODWHG�$FWLYLW\

,W�ZDV�REVHUYHG�WKDW�WKH�GLVWULEXWLRQ�RI�UHVHDUFK�IXQGV�IROORZHG�WKH�8QLYHUVLW\�VWUDWHJ\���WR�
HQDEOH�KHU�WR�VWUDWHJLFDOO\�SRVLWLRQ�KHUVHOI�WR�EHFRPLQJ�D�UHVHDUFK�OHG�8QLYHUVLW\��HPSKDVL]LQJ�
EXLOGLQJ�FDSDFLW\�IRU�UHVHDUFK�DW�3K'�DQG�SRVW�GRFWRUDO�WUDLQLQJ�DV�LQGLFDWHG�LQ�)LJXUH����,W�
ZDV�QRWHG�WKDW�3K'�WUDLQLQJ�FDUULHG�WKH�KLJKHVW�ZHLJKW�LQ�WKH�GLVWULEXWLRQ�RI�UHVHDUFK�IXQGV�
FRPSDUHG� WR�0DVWHUV�� SRVW�GRFWRUDO� UHVHDUFK� DQG� RWKHU� UHODWHG� DFWLYLWLHV�� 7KH� LGHD� ZDV� WR�
SXW�UHVRXUFHV�WR�WKH�PRVW�HI¾�FLHQW�XVH�E\�EXLOGLQJ�VWDII�FDSDFLW\�LQ�SURSRVDO�ZULWLQJ��D�VNLOO�
QHFHVVDU\�IRU�FRPSHWLQJ�IRU�LQWHUQDWLRQDO�UHVHDUFK�JUDQWV��,W�LV�DVVXPHG�WKDW�D�3K'�KROGHU�LV�
FRPSHWHQW�HQRXJK�WR�ZULWH�FRPSHWLWLYH�SDSHUV�DQG�SURSRVDOV�WKDW�FDQ�DWWUDFW�IXQGLQJ��2WKHU�
DFWLYLWLHV� WKDW� UHVHDUFK� IXQGV�ZHUH� VSHQW� LQFOXGH��KRVWLQJ�FRQIHUHQFHV�DQG� WUDYHO� WR�SUHVHQW�
UHVHDUFK�RXWSXWV�WR�FRQIHUHQFHV��7KHVH�DFWLYLWLHV�LQFUHDVH�YLVLELOLW\�RI�WKH�8QLYHUVLW\�

WŚ��
ϱϬй�

DĂƐƚĞƌƐ�
ϴй�

�ŽŶĨĞƌĞ
ŶĐĞ�

dƌĂǀĞů�͙ �

KƚŚĞƌ

ϭйWŽƐƚ�

�ŽĐ
ϭϴй

,ŽƐ ŶŐ�
�ŽŶĨĞƌĞŶĐĞ

ϭй

/ŶĂƵŐƵƌĂů
�>ĞĐƚƵƌĞ �

Ϭй�

)LJXUH����'LVWULEXWLRQ�RI�5HVHDUFK�)XQGV�E\�5HVHDUFK�UHODWHG�$FWLYLW\

6RXUFH�0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��7KLUG�(GLWLRQ�������
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$FFHVV�WR�,QWHUQDOO\�*HQHUDWHG�)XQGV�E\�&ROOHJH

,W�LV�8QLYHUVLW\�SROLF\�WKDW�RQH�SHUFHQW�RI�WKH�LQWHUQDOO\�JHQHUDWHG�IXQGV�LV�HDUPDUNHG�IRU�VWDII�
GHYHORSPHQW��7KLV�LV�PHDQW�WR�VXSSRUW�UHVHDUFK�LQ�WKH�QHHG\�FROOHJHV�RU�VFKRROV��HVSHFLDOO\�
DW�3K'�OHYHO��)LJXUH��VKRZV�WKH�SHUFHQWDJH�VKDUH�RI�LQWHUQDOO\�JHQHUDWHG�IXQGV�E\�FROOHJHV��
VFKRROV��DGPLQLVWUDWLYH�XQLWV�E\�JHQGHU��,W�ZDV�REVHUYHG�WKDW�RYHU�WKH�GHFDGH��WKH�&ROOHJH�RI�
+XPDQLWLHV�DQG�6RFLDO�6FLHQFHV��&ROOHJH�RI�$JULFXOWXUH�DQG�(QYLURQPHQWDO�6FLHQFHV��&ROOHJH�
RI�(GXFDWLRQ�DQG�([WHUQDO�6WXGLHV�DQG�&ROOHJH�RI�%XVLQHVV�DQG�0DQDJHPHQW�6FLHQFHV�ZHUH�
WKH�PDLQ�EHQH¾�FLDULHV�WR�WKLV�IXQG�IRU�WKH�SHULRG�HQGLQJ������IRU�HTXLW\�UHDVRQV��+RZHYHU��WKH�
GLVWULEXWLRQ�RI�WKH�LQWHUQDOO\�JHQHUDWHG�IXQGV�H[KLELWHG�JHQGHU�JDSV�E\�FROOHJHV�DQG�EHWZHHQ�
DFDGHPLF�DQG�DGPLQLVWUDWLYH�XQLWV�

6RXUFH��0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��7KLUG�(GLWLRQ������

3HUFHQWDJH�6KDUH�RI�$FFHVV�WR�,QWHUQDOO\�JHQHUDWHG�
IXQGV�EHWZHHQ�0DOHV�DQG�)HPDOH�IRU�WKH�3HULRG������WR�
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7KH�SHUFHQWDJH�RI�IHPDOH�VWDII�WKDW�EHQH¾�WHG�IURP�WKH�VWDII�GHYHORSPHQW�VWRRG�DV��������DQG����
SHUFHQW�IRU�¾�QDQFLDO�\HDUV������������������DQG���������UHVSHFWLYHO\��0DNHUHUH�8QLYHUVLW\�
)DFW�%RRN�����������

)XUWKHUPRUH�� LW� LV�8QLYHUVLW\�SROLF\� WKDW����SHUFHQW�RI� VWDII�GHYHORSPHQW� IXQG� VKRXOG�
EH� WDUJHWHG�DW� IHPDOH� VWDII��7KH�8QLYHUVLW\�/LEUDU\�SUHVHQWHG� WKH� ODUJHVW�QXPEHU�RI� IHPDOH�
EHQH¾�FLDULHV��7KH�FROOHJHV�WKDW�EHQH¾�WHG�OHDVW�ZHUH�WKH�&ROOHJH�RI�+HDOWK�6FLHQFHV��&ROOHJH�
RI� (QJLQHHULQJ��'HVLJQ��$UW� DQG�7HFKQRORJ\��&ROOHJH� RI�$JULFXOWXUH� DQG�1DWXUDO� 6FLHQFHV�
DQG�WKH�&ROOHJH�RI�9HWHULQDU\�0HGLFLQH��$QLPDO�6FLHQFH�DQG�%LR�6HFXULW\��$�JHQGHU�DQDO\VLV�
SUHVHQWHG� LQWHUHVWLQJ� UHVXOWV� �� DQ� LQYHUVH� UHODWLRQVKLS� LQ� DFFHVV� WR� UHVHDUFK� IXQGV� EHWZHHQ�
DFDGHPLF� VWDII�� ZLWK� JHQGHU� JDSV� JUHDWHU� LQ� WKH� FROOHJHV� ZLWK� FRUH� VFLHQFH� GLVFLSOLQHV�
FRPSDUHG�WR�KXPDQLWLHV�EDVHG�FROOHJHV��DV�LI�WR�MXVWLI\�WKH�PHDJUH�QXPEHU�RI�IHPDOH�VWDII�LQ�
WKH�FRUH�VFLHQFH�GLVFLSOLQHV��7KH�DFFHVV�RI�IHPDOH�DFDGHPLF�VWDII�WR�LQWHUQDOO\�JHQHUDWHG�IXQGV�
VWRRG�DW�D�PHDJUH����SHU�FHQW�DJDLQVW����SHU�FHQW�IRU�PDOH�DFDGHPLF�VWDII�RYHU�WKH�GHFDGH��,W�
ZDV� HYLGHQW� WKDW� DOWKRXJK� VHQLRU� DGPLQLVWUDWRUV��ZKR�ZHUH�0DVWHUµV� GHJUHHV�KROGHUV��ZHUH�
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HOLJLEOH�WR�DFFHVV�UHVHDUFK�IXQGV��RQO\����SHU�FHQW�IHPDOH�VWDII�DFFHVVHG�WKHVH�IXQGV�GXULQJ�WKH�
GHFDGH��1RQH�RI�WKH�FROOHJHV�KLW�WKH����SHU�FHQW�LQVWLWXWLRQDO�IHPDOH�WDUJHW�DV�SHU�8QLYHUVLW\�
UHJXODWLRQ�IRU�DI¾�UPDWLYH�DFWLRQ��,W�ZDV�REVHUYHG�WKDW�DFFHVV�WR�UHVHDUFK�IXQGV�ZDV�IHPLQL]HG�
EHWZHHQ�VFLHQFH�EDVHG�DQG�KXPDQLWLHV�GLVFLSOLQHV��EHWZHHQ�IHPDOH�DQG�PDOH�DFDGHPLF�VWDII�
DQG�EHWZHHQ�DGPLQLVWUDWLYH�DQG�DFDGHPLF�VWDII�

7KH�GLVWULEXWLRQ�RI�VWDII�GHYHORSPHQW�IXQGV�DW�DFDGHPLF�OHYHO�LV�VKRZQ�LQ�)LJXUH����,Q�
¾�QDQFLDO�\HDU�������������SHU�FHQW�RI�VWDII�GHYHORSPHQW�IXQG�ZHQW�IRU�GRFWRUDO�WUDLQLQJ�����SHU�
FHQW�IRU�0DVWHUV����SHU�FHQW�IRU�%DFKHORUV�DQG���SHU�FHQW�IRU�UHODWHG�DFWLYLWLHV��7KH�GLVWULEXWLRQ�
KLJKOLJKWHG�WKH�ZHLJKW�0DNHUHUH�8QLYHUVLW\�SXWV�RQ�FDSDFLW\�EXLOGLQJ�IRU�UHVHDUFK�SURGXFWLRQ�
DQG�SXEOLFDWLRQV��E\�SULRULWL]LQJ�3K'�WUDLQLQJ�WR�DQ\�RWKHU�OHYHO��+RZHYHU��PHDJUH�IXQGV�ZHUH�
DOORFDWHG�WR�UHVHDUFK�UHODWHG�DFWLYLWLHV��7KLV�FRXOG�LPSO\�WKDW�VWDII�KDYH�WR�¾�QG�RZQ�VXSSRUW�
WR�DWWHQG�DQG�SUHVHQW�SDSHUV��SHHU�QHWZRUN�DQG�SXEOLVK��DQG�WKLV�FRXOG�MXVWLI\�WKH�ORZ�OHYHO�RI�
SXEOLFDWLRQ�RI�UHVHDUFK�RXWSXWV�

�ĂĐŚĞůŽƌ
ϯй

DĂƐƚĞƌƐ
Ϯϯй

�ŽĐƚŽƌĂƚĞ
ϳϮй

KƚŚĞƌƐ
Ϯй

)LJXUH����'LVWULEXWLRQ�RI�6WDII�'HYHORSPHQW�IXQG�DW�DFDGHPLF�OHYHO

6RXUFH��0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��7KLUG�(GLWLRQ�������

%\�¾�QDQFLDO�\HDU�������������SHU�FHQW�RI�VWDII�GHYHORSPHQW�IXQGV�VXSSRUWHG�0DVWHUV�FRPSDUHG�
WR����SHU�FHQW�WKDW�ZHQW�IRU�3K'�WUDLQLQJ��%\�OHYHO�RI�WUDLQLQJ������WHDFKLQJ�DVVLVWDQWV������
DVVLVWDQW�OHFWXUHUV�DQG�����OHFWXUHUV�EHQH¾�WHG�IURP�WKH�VWDII�GHYHORSPHQW�IXQG��7KHVH�¾�JXUHV�
ZHUH�QRW�JHQGHU�GLVDJJUHJDWHG��0DNHUHUH�8QLYHUVLW\�)DFW�%RRN�����������

,QVWLWXWLRQDO�IUDPHZRUN�IRU�0DQDJHPHQW�RI�5HVHDUFK�)XQG

7KH�8QLYHUVLW\� &RXQFLO�� WKH� KLJKHVW� RUJDQ� RI� WKH� 8QLYHUVLW\� LV� UHVSRQVLEOH� IRU� GLVFXVVLQJ�
DQG� HQDFWPHQW� RI� SROLF\� DW� WKH�8QLYHUVLW\��&XUUHQWO\��8QLYHUVLW\�&RXQFLO� LV� FRQVWLWXWHG� E\�
VHYHQWHHQ�PHPEHUV��VL[�RI�ZKRP�DUH�IHPDOH�DQG�HOHYHQ�DUH�PDOH��%HORZ�&RXQFLO�DUH�PDMRU�
FRPPLWWHHV� RI� WKH� 8QLYHUVLW\� WKDW� RYHUVHH� GHYHORSPHQW� DQG� LPSOHPHQWDWLRQ� RI� JHQGHU�
PDLQVWUHDPLQJ� DW� WKH�8QLYHUVLW\�� LQFOXGLQJ� WKH� 6HQDWH�� WKH�$SSRLQWPHQWV� %RDUG�� WKH� 6WDII�
'HYHORSPHQW� &RPPLWWHH�� DPRQJ� RWKHUV�� 7KH� 6HQDWH� LV� FRPSRVHG� RI� ��� PHPEHUV�� VHYHQ�
RI� ZKRP� DUH� IHPDOH� �� ��� DUH� UHSUHVHQWDWLYHV� RI� VFKRROV�� RQH� UHSUHVHQWDWLYH� RI� SULQFLSDOV�
RI� FROOHJHV�� QLQH� UHSUHVHQWDWLYHV� RI� FROOHJHV� DQG� WKH� 6FKRRO� RI� /DZ�� DQG�¾�YH�PHPEHUV� RI�
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8QLYHUVLW\� PDQDJHPHQW�� 7KH�$SSRLQWPHQWV� %RDUG� LV� FRPSRVHG� RI� QLQH� PHPEHUV�� ¾�YH� RI�
ZKRP�DUH�IHPDOH��7KLV�FRPPLWWHH�LV�UHVSRQVLEOH�IRU�DSSRLQWLQJ�DQG�UHWLUHPHQW�RI�8QLYHUVLW\�
VWDII��7KH�8QLYHUVLW\�6WDII�DQG�'HYHORSPHQW�&RPPLWWHH�LV�UHVSRQVLEOH�IRU�WKH�PDQDJHPHQW�
RI�WKH�LQWHUQDOO\�JHQHUDWHG�VWDII�GHYHORSPHQW�IXQG��7KH�FRQVWLWXWLRQ�DQG�WHFKQLFDO�FDSDFLW\�RI�
WKHVH�FRPPLWWHHV�KDYH�VLJQL¾�FDQW�LQ¿�XHQFH�RQ�WKH�SDWWHUQ�RI�UHVHDUFK�IXQGLQJ��HLWKHU�GLUHFWO\�
RU�RWKHUZLVH��%HVLGHV�WKH\�GULYH�WKH�JHQGHU�DJHQGD�RI�WKH�8QLYHUVLW\�LQ�UHFUXLWPHQW��SURPRWLRQ�
DQG� UHWLUHPHQW��7KH�8QLYHUVLW\�VWDII�GHYHORSPHQW�SROLF\� UHTXLUHV� WKDW�HYHU\�DFDGHPLF�VWDII�
DFTXLUHV�D�3K'�TXDOL¾�FDWLRQ�LQ�RUGHU�IRU�KLP�KHU�WR�EH�HOLJLEOH�IRU�UHFUXLWPHQW�WR�WKH�UDQN�RI�
OHFWXUHU�DQG�SURYLGHV�IRU�FRQGLWLRQV�IRU�SURPRWLRQ�RI�DFDGHPLF�VWDII�

$�JHQGHU� DQDO\VLV� RI� WKHVH� FRPPLWWHHV� VKRZHG� WKDW� RQO\� WKH� DSSRLQWPHQWV� ERDUG� KDG�
PRUH�ZRPHQ�WKDQ�PHQ�DQG�WKH�UHVW�ZHUH�PDOH�GRPLQDWHG��7KH�8QLYHUVLW\�&RXQFLO�LV�PDOH�
GRPLQDWHG��DV�ZHOO�DV�WKH�6HQDWH��7KHVH�DUH�WKH�WZR�PRVW�LQ¿�XHQWLDO�SROLF\�FRPPLWWHHV�RI�WKH�
8QLYHUVLW\��7KH�FRQVWLWXWLRQ�RI� WKH�&RXQFLO� DQG�6HQDWH�GHWHUPLQHV� WKH�RUJDQL]DWLRQDO� ORJLF�
WRZDUGV�WKH�JHQGHU�DJHQGD��FHWHULV�SDULEXV��$OWKRXJK�WKH�UHSUHVHQWDWLRQ�RI�ZRPHQ�RQ�WKHVH�
FRPPLWWHHV�PD\�QRW�PDWWHU�� LW� LV� LPSRUWDQW� WR�SRLQW�RXW� WKDW� WKH� WHFKQLFDO�FDSDFLW\� WKH�VWDII�
UHSUHVHQWDWLYHV�WR�GHOLEHUDWH�RQ�DQG�LPSOHPHQW�JHQGHU�LVVXHV�PD\�EH�ZDQWLQJ�LQ�WKHLU�PLQG�VHW��
$�FDVH�LQ�SRLQW�LV�WKDW��FXUUHQWO\��VRPH�RI�WKH�GDWD�WKDW�LV�JHQHUDWHG�LQ�QRW�JHQGHU�GLVDJJUHJDWHG��
,W�EHFRPHV�GLI¾�FXOW�WR�DUJXH�RXW�D�FDVH��WKH�DERYH�QRWZLWKVWDQGLQJ��WKH�REVHUYDEOH�JDSV�PD\�QRW�
EH�GDWD�UHODWHG��EXW�D�UHVXOW�RI�WLPH�FRQVWUDLQW�ZLWKLQ�WKH�IHPDOH�UHVHDUFK�SURGXFWLRQ�IXQFWLRQV��
DOWKRXJK�IXUWKHU�LQYHVWLJDWLRQ�FRXOG�DGGUHVV�WKLV�LVVXH�PRUH�FRQFOXVLYHO\�

%HVLGHV�� WKHVH� FRPPLWWHH� UHSUHVHQWDWLYHV� KDYH� XQGHUJRQH� WUDLQLQJ� DQG� ZRUNHG� LQ�
HQYLURQPHQWV� DQG� VWUXFWXUHV� WKDW� DUH�PDVFXOLQH� LQ� QDWXUH�� DQG� KHQFH� DSSUHFLDWH�PDVFXOLQH�
YDOXHV� DV� WKH� VWDQGDUG� QRUP��7KH\� DUH� XQOLNHO\� WR� DGYRFDWH� IRU� JHQGHU�PDLQVWUHDPLQJ�� OHW�
DORQH�ZRPHQ�HPSRZHUPHQW�� ,Q�DGGLWLRQ�� WKH�VHOHFWLRQ�RI�PHPEHUVKLS� WR� WKHVH�FRPPLWWHHV�
LV�GHWHUPLQHG�E\�WKHLU�UHVSHFWLYH�FRQVWLWXHQFLHV��RXWVLGH�WKH�FRQWURO�RI�0DNHUHUH�8QLYHUVLW\��
7KH�UHSUHVHQWDWLYHV�IURP�VXFK�FRQVWLWXHQFLHV�PD\�QRW�KDYH�WKH�WHFKQLFDO�FDSDFLW\�LQ�JHQGHU�
DQDO\VLV�HYHQ�ZKHQ�WKH�8QLYHUVLW\�UHTXLUHV�VR��7KH�UHVXOW�IURP�VXFK�FRPPLWWHHV�LV�OLNHO\�WR�
EH�VXE�RSWLPDO�DQG�FRXOG�H[SODLQ�WKH�JHQGHU�GLIIHUHQFHV�LQ�DFFHVV�WR�UHVHDUFK�IXQGV��UHVHDUFK�
RXWSXW�DQG�JHQGHU�UHSUHVHQWDWLRQ�LQ�WKH�DFDGHPLF�DQG�DGPLQLVWUDWLYH�VWUXFWXUH��)RU�H[DPSOH��
WKH�FRPPLWWHH�RI�DSSRLQWPHQW�DQG�SURPRWLRQV�KDV� IDLOHG� WR� LQWHJUDWH�JHQGHU� LQ�SURPRWLRQ��
$� FDVH� LQ� SRLQW� LV� WR� DVVXPH� WKDW� ERWK� PHQ� DQG� ZRPHQ� KDYH� HTXDO� DPRXQW� RI� WLPH� IRU�
UHVHDUFK�SURGXFWLRQ��7KH�UHDOLW\� LV� WKDW�ZRPHQµV� WLPH� LV�HQFXPEHUHG�EHWZHHQ�UHSURGXFWLYH�
DQG�SURGXFWLYH�UROHV��PDNLQJ�WKH�JURXQG�IRU�FRPSHWLWLRQ�LQ�UHVHDUFK�SURGXFWLYLW\�XQOHYHOOHG�
EHWZHHQ�PHQ�DQG�ZRPHQ�� ,W�ZRXOG�EH�JHQGHU� UHVSRQVLYH� LI� WKH�PHQ�DQG�ZRPHQ� IROORZHG�
GLIIHUHQW�WLPH�VWUXFWXUHV�IRU�SURPRWLRQ�

,PSOLFDWLRQ�RI�5HVHDUFK�)XQGLQJ�3DWWHUQ�RQ�+XPDQ�5HVRXUFH�'HYHORSPHQW

7KH� LPSDFW� RI� 0XMDMX� UHSRUW� RQ� UHVHDUFK� DQG� SXEOLFDWLRQ� DW� 0DNHUHUH� 8QLYHUVLW\� FDQQRW�
EH�RYHU�HPSKDVL]HG��7KH� UHSRUW� UHFRPPHQGHG� WKDW� IRU�RQH� WR� UHPDLQ� UHOHYDQW� LQ�DFDGHPLF�
JURZWK�� WKHUH� ZDV� QHHG� IRU� FRQWLQXHG� UHVHDUFK�� HYLGHQFHG� E\� RQHµV� UHVHDUFK� SURGXFWLYLW\��
7R�RSHUDWLRQDOL]H� WKLV�� UHFRPPHQGDWLRQ�� UHVHDUFK�RXWSXW�ZDV�PDQGDWRU\� IRU�DFDGHPLF�VWDII�
UHFUXLWPHQW�DQG�SURPRWLRQ��,Q�RUGHU�WR�EHFRPH�D�OHFWXUHU��RQH�PXVW�KDYH�DFTXLUHG�D�3K'��7KLV�
SURFHVV�HQVXUHV� WKDW�VWDIIV�EXLOG� WKHLU�UHVSHFWLYH�UHVHDUFK�VNLOOV��7KLV�KDV�FRQWULEXWHG�WR� WKH�
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KLJK�UDQNLQJ�RI�0DNHUHUH�8QLYHUVLW\�LQ�WHUPV�RI�UHVHDUFK�RXWSXWV�DQG�SRWHQWLDO�LQWHUQDWLRQDOO\��
0DNHUHUH� 8QLYHUVLW\� UDQNV� DPRQJ� WKH� WRS� ��� XQLYHUVLWLHV� LQ�$IULFD�� %\� ������ 0DNHUHUH�
8QLYHUVLW\�KDG�D�WRWDO�RI�������DFDGHPLF�VWDII��RI�ZKRP�������ZHUH�IXOO�WLPH�DQG�����SDUW�WLPH��
6HYHQ�KXQGUHG�¾�IW\�¾�YH�VWDII�IURP�WKH�UDQN�RI�OHFWXUHV�KHOG�3K'V��GLVWULEXWHG�LQ�DOO�FROOHJHV��
$VVXPLQJ�D�UHVHDUFK�WDNHV�WZR�\HDUV��DQG�JLYHQ�WKH�WHDFKLQJ�VFKHGXOH�RI�WKHVH�OHFWXUHUV��DQG�
DVVXPLQJ�IXUWKHU�WKDW�HDFK�VWDII�RXWSXWV�RQH�DUWLFOH��WKHQ�WKH�8QLYHUVLW\�ZRXOG�EH�SURGXFLQJ�
RQ�DYHUDJH�����UHVHDUFK�RXWSXWV�DQQXDOO\��7KLV�ZRXOG�FRPH�ZLWK�LQFUHDVHG�VWDII�SURPRWLRQV��
8QLYHUVLW\� YLVLELOLW\�� UHVRXUFH�PRELOL]DWLRQ� DQG� LQWHUQDWLRQDO� UDQNLQJ� �0DNHUHUH�8QLYHUVLW\�
)DFW�%RRN��7KLUG�(GLWLRQ��������

%\�WKH���������DFDGHPLF�\HDU�WKH�8QLYHUVLW\�KDG��IHPDOH�DJDLQVW����PDOH�SURIHVVRUV��
��IHPDOH�DJDLQVW�����PDOH�DVVRFLDWH�SURIHVVRUV���IHPDOH�DJDLQVW�����PDOH�VHQLRU�OHFWXUHUV��
����IHPDOH�DJDLQVW�����PDOH�OHFWXUHUV��DQG�����IHPDOH�DJDLQVW�����PDOH�DVVLVWDQW�OHFWXUHUV��
���IHPDOH�DJDLQVW����PDOH�WHDFKLQJ�DVVLVWDQW��0DNHUHUH�8QLYHUVLW\�)DFW�%RRN�����������7KH�
GLVWULEXWLRQ� VKRZV� WKDW� WKH� JHQGHU� JDS� LQFUHDVHV� E\� OHYHO�� 7KHUH� LV� D� FKDOOHQJH� RI� IHPDOH�
DFDGHPLF�JURZWK�DIWHU�DWWDLQLQJ�WKH�3K'��7KLV�FKDOOHQJH�QHHGV�WR�EH�LQYHVWLJDWHG�ZLWK�D�YLHZ�
WR�¾�QGLQJ�D�VROXWLRQ�

7KH�GLVWULEXWLRQ�RI�VWDII�E\�FROOHJH�RXW�WXUQ�LQGLFDWHG�WKDW�WKH�&ROOHJH�RI�+HDOWK�6FLHQFHV�
KDG������ WKH�&ROOHJH�RI�(QJLQHHULQJ�'HVLJQ��$UW� DQG�7HFKQRORJ\�KDG������ WKH�&ROOHJH�RI�
(GXFDWLRQ�DQG�([WHUQDO�6WXGLHV�KDG�����WKH�&ROOHJH�RI�&RPSXWLQJ�DQG�,QIRUPDWLRQ�6FLHQFHV�
KDG�����WKH�&ROOHJH�RI�%XVLQHVV�DQG�0DQDJHPHQW�6FLHQFHV�KDG������WKH�&ROOHJH�RI�$JULFXOWXUH�
DQG�(QYLURQPHQWDO�6FLHQFHV�KDG�����$PRQJ�WKH�FDPSXVHV��-LQMD�KDG�����)RUW�3RUWDO�KDG���
7KH�6FKRRO� RI�/DZ�KDG� ���� WKH�&ROOHJH�9HWHULQDU\�0HGLFLQH��$QLPDO�5HVRXUFHV� DQG�%LR�
6HFXULW\�KDG�����WKH�&ROOHJH�RI�1DWXUDO�6FLHQFHV�KDG������DQG�WKH�&ROOHJH�RI�+XPDQLWLHV�DQG�
6RFLDO�6FLHQFHV�KDG������0DNHUHUH�8QLYHUVLW\�)DFW�%RRN������������7KHVH�¾�JXUHV�FRXOG�QRW�
EH�JHQGHU�GLVDJJUHJDWHG�SRLQWLQJ�WR�WKH�VLJQL¾�FDQFH�RI�D�SRVLWLYH�RUJDQL]DWLRQDO�ORJLF�

%HVLGHV��WKHUH�ZDV�WKH�FKDOOHQJH�WKDW�VWDII�FDSDFLW\�ZDV�QRW�ZHOO�GLVWULEXWHG�WKURXJK�WKH�
FROOHJHV� LQ�SURSRUWLRQ� WR� WKH�QXPEHU�RI�VWXGHQWV��7KHUH�ZHUH� IHZHU�VWXGHQWV� LQ� WKH�VFLHQFH�
GLVFLSOLQHV�FRPSDUHG�WR�WKH�QXPEHU�RI�OHFWXUHUV��7KH�IRUPXOD�IRU�FRPSXWLQJ�WKH�WHDFKLQJ�ORDG�
FRQVLGHUV� WHDFKLQJ� DQG� ODERUDWRU\�EDVHG� SUDFWLFDO� ORDG� SHU� OHFWXUHU��7KLV� IRUPXOD� GRHV� QRW�
UH¿�HFW�WKH�VWDII�HIIRUW�LQ�PDUNLQJ�YROXPHV�RI�VFULSWV�WKDW�H[LVW�LQ�KXPDQLWLHV�UHODWHG�FROOHJHV�DQG�
DWWHQGDQW�VWXGHQW�DFDGHPLF�VXSSRUW�VHUYLFHV��7KHVH�VXSSRUW�VHUYLFHV�UHQGHU�KHDYLHU�ZRUNORDGV�
WR� WKH� DFDGHPLF� VWDII� LQ� WKH�KXPDQLWLHV� GLVFLSOLQHV�� ,Q�PRVW� FDVHV� WKH�QXPEHUV� RI� VWXGHQWV�
DGPLWWHG�LV�KLJKHU�WKDQ�WKRVH�DGPLWWHG�IRU�WKH�VFLHQFH�GLVFLSOLQHV��7KLV�LV�WUDQVODWHG�LQWR�KHDY\�
PDUNLQJ��HYDOXDWLRQ��JXLGDQFH�WR�VWXGHQWV��DQG�LPSDFWV�QHJDWLYHO\�RQ�WKH�DYDLODELOLW\�RI�WLPH�
IRU�WKH�DFDGHPLF�VWDII�IURP�WKH�KXPDQLWLHV�GLVFLSOLQH��2Q�WKH�FRQWUDU\��LW�SURYLGHV�PRUH�WLPH�
IRU� WKH�VWDII� LQ� WKH�VFLHQFH�GLVFLSOLQHV� WR�ZULWH�VFKRODUO\�DUWLFOHV�DQG�SURSRVDOV�IRU�UHVHDUFK�
IXQGLQJ� WKDQ� VWDII� LQ� WKH� KXPDQLWLHV� DQG� VRFLDO� VFLHQFH�¾�HOGV��7KLV� VFHQDULR� LV� HYHQ�PRUH�
FKDOOHQJLQJ�IRU�WKH�IHPDOH�DFDGHPLF�VWDIIV�WKDW�KDYH�WR�FRPELQH�DFDGHPLF�SURJUDPPLQJ�ZLWK�
WKHLU� UHSURGXFWLYH� UROHV�� ,W� VKRXOG� EH� QRWHG� WKDW� UHVHDUFK� SURGXFWLYLW\� LV� RQH� RI� WKH� SLOODUV�
IRU�SURPRWLRQ�DW�WKH�8QLYHUVLW\��7KLV�S\UDPLG�VKDSH�RI�IHPDOH�VWDII�LQ�WKH�DFDGHPLF�UDQNV�LV�
H[SODLQHG�E\�WKH�GLIIHUHQWLDO�UHVHDUFK�RXWSXWV�EHWZHHQ�WKH�VFLHQFH�DQG�KXPDQLWLHV�GLVFLSOLQHV�
LQ�IDYRXU�RI�WKH�PDOH�DFDGHPLF�VWDII�FRPSDUHG�WR�WKH�IHPDOHV�DV�SHU�UHTXLUHPHQW�IRU�SURPRWLRQ�
DV�FROODERUDWHG�LQ�WKH�7DEOH���



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

7DEOH�� &RPSDULVRQ�RI�$FDGHPLF�6WDII�E\�&ROOHJH�DQG�5DQN�DV�DW�
)HEUXDU\��������

&ROOHJH��$FDGHPLF�5DQN 3 $3 6/ / $/ 7�$ 7RWDO 3DUW�
WLPH

7RWDO

&ROOHJH� RI� $JULFXOWXUDO� DQG�
(QYLURQPHQWDO�6FLHQFHV

�� �� �� �� �� �� ��� �� ���

&ROOHJH� RI� (QJLQHHULQJ�� 'HVLJQ�� $UW��
DQG�7HFKQRORJ\

� � �� �� �� �� ��� �� ���

&ROOHJH� RI� (GXFDWLRQ� DQG� ([WHUQDO�
6WXGLHV

� � �� �� �� �� ��� � ���

&ROOHJH�RI�+HDOWK�6FLHQFHV �� �� �� ��� �� �� ��� �� ���
&ROOHJH� RI� +XPDQLWLHV� DQG� 6RFLDO�
6FLHQFHV

�� �� �� �� �� �� ��� �� ���

&ROOHJH� RI�%XVLQHVV� DQG�0DQDJHPHQW�
6FLHQFH

� � �� �� �� �� ��� �� ���

&ROOHJH�RI�1DWXUDO�6FLHQFH �� �� �� �� �� �� ��� �� ���
&ROOHJH�RI�&RPSXWLQJ�DQG�,QIRUPDWLRQ�
6FLHQFH

� � � � �� �� �� � ��

&ROOHJH� RI� 9HWHULQDU\� $QLPDO�
5HVRXUFHV��DQG�%LR�6HFXULW\

�� � �� �� �� �� ��� � ���

6FKRRO�RI�/DZ� � � � �� �� � �� � ��
0DNHUHUH�,QVW��RI�6RFLDO�UHVHDUFK� � � � � � � � � �
/LEUDU\ � � � � � �� �� � ��
7RWDO� �� ��� ��� ��� ��� ��� ���� ��� ����
6RXUFH�0DNHUHUH�8QLYHUVLW\�)DFW�%RRN�7KLUG�(GLWLRQ������

,W�ZDV�QRWHG� WKDW� LQ�JHQHUDO�� WKHUH�ZHUH�IHZHU�SURIHVVRUV��DVVRFLDWH�SURIHVVRUV�FRPSDUHG� WR�
VHQLRU�OHFWXUHUV��OHFWXUHUV�DQG�WHDFKLQJ�DVVLVWDQWV�IRU�ERWK�IHPDOH�DQG�PDOH�DFDGHPLFV�LQ�DOO�
DFDGHPLF�8QLWV�RI�WKH�8QLYHUVLW\��7KLV�VFHQDULR�HPSKDVL]HG�WKH�8QLYHUVLW\�SULRULW\�RI�VXSSRUW�
WR�3K'�WUDLQLQJ��:LWK�WKLV�SROLF\�LQ�SODFH��PRUH�DQG�PRUH�OHFWXUHUV�ZRXOG�EH�SURPRWHG�DQG�
KHQFH�PRUH�IHPDOH�DQG�PDOH�SURIHVVRUV�DQG�DVVRFLDWH�SURIHVVRUV�ZRXOG�PRVW�OLNHO\�EHFRPH�
DYDLODEOH��FHWHULV�SDULEXV��+RZHYHU��GXH�WR�D�SROLF\�VKLIWV�UHTXLULQJ�WKH�8QLYHUVLW\�WR�HQJDJH�
RQO\� VWDII�ZLWK� 3K'�� DQG� GRLQJ� DZD\�ZLWK� WHDFKLQJ� DVVLVWDQWV� DQG� DVVLVWDQW� OHFWXUHUV�� WKHQ�
WKLV�FRQGLWLRQ�ZRXOG�SHUVLVW�DV� IHZHU�DQG� IHZHU�ZRPHQ�ZRXOG�EH�DEOH� WR�H[HFXWH� UHVHDUFK�
DQG� FRPSHWH� IRU� WKH� SRVLWLRQV� LQ� WKH� DFDGHPLF� UDQNV�� 7LPH�ZLOO� WHOO� KRZ� WKLV� LV� OLNHO\� WR�
EH� VXVWDLQDEOH� LQ� WHUPV�RI� LQWHUQDO� VWDII� FDSDFLW\�GHYHORSPHQW� DQG� WKH� FKDOOHQJH�RI�JHQGHU�
PDLQVWUHDPLQJ��7KLV�LV�DJJUDYDWHG�E\�FXUUHQW�SROLF\�VKLIW�E\�JRYHUQPHQW�WR�SURPRWH�VFLHQFH�
DQG�WHFKQRORJ\��*RYHUQPHQW�UHVHDUFK�IXQGV�DUH�GLUHFWO\�IRFXVHG�WR�VFLHQFH�GLVFLSOLQHV��7KLV�
IXUWKHU�IHPLQL]HV�WKH�KXPDQLWLHV�DQG�VRFLDO�VFLHQFH�GLVFLSOLQHV�ZKHUH�PRVW�RI�IHPDOH�DFDGHPLF�
VWDIIV�DUH�FRQFHQWUDWHG�

7KH� RWKHU� JHQGHU� GLPHQVLRQ� LV� WKH� IHPLQL]DWLRQ�ZLWKLQ� WKH� VFLHQFH� GLVFLSOLQHV��0RUH�
SURIHVVRUV�ZHUH�UHSRUWHG�LQ�WKH�&ROOHJH�RI�+HDOWK�6FLHQFHV��WKH�&ROOHJH�RI�(QJLQHHULQJ�'HVLJQ�
$UW�DQG�7HFKQRORJ\��WKH�&ROOHJH�RI�$JULFXOWXUH�DQG�(QYLURQPHQWDO�6FLHQFHV��WKH�&ROOHJH�RI�
1DWXUDO�6FLHQFHV�WKDQ�WKH�&ROOHJH�9HWHULQDU\�0HGLFLQH��$QLPDO�5HVRXUFHV�DQG�%LR�6HFXULW\��
0DNHUHUH� 8QLYHUVLW\� ZLOO� QHHG� WR� UHYLVLW� KHU� UHVHDUFK� VXSSRUW� VWUDWHJ\�� IRFXVLQJ� UHVHDUFK�
VXSSRUW� WRZDUGV� WKH�IHPLQL]HG�GLVFLSOLQHV� LI�VKH� LV� WR�UHDOLVH�KHU�DVSLUDWLRQV�RI�EHFRPLQJ�D�
UHVHDUFK�OHG�8QLYHUVLW\�DQG�DW� WKH�VDPH�WLPH�UHPDLQ�UHOHYDQW� WR�QDWLRQDO�GHYHORSPHQW��7KH�
DERYH� QRWZLWKVWDQGLQJ�� 0DNHUHUH� 8QLYHUVLW\� UDQNLQJ� KDV� EHHQ� LPSURYLQJ� DW� OHDVW� RQ� WKH�
$IULFDQ�FRQWLQHQW��ZLWK�D�UDQN�RI�HLJKW�LQ������DQG�WKLUG�LQ�HDUO\�������7KH�IHPLQL]DWLRQ�RI�
UHVHDUFK�IXQGLQJ�E\�JHQGHU�ZLWKLQ�WKH�VFLHQFH�GLVFLSOLQHV�QHHGV�IXUWKHU�LQYHVWLJDWLRQ�
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,PSOLFDWLRQ�RI�5HVHDUFK�)XQGLQJ�3DWWHUQV�RQ�,QVWLWXWLRQDO�'HYHORSPHQW

*HQGHU�PDLQVWUHDPLQJ�LV�RQH�RI�WKH�VWUDWHJLF�DUHDV�LQ�WKH�8QLYHUVLW\�6WUDWHJLF�3ODQ���������
°� ��������� 7KH� 8QLYHUVLW\� FRQVLGHUV� JHQGHU� DV� D� FURVVFXWWLQJ� VWUDWHJLF� DUHD� WKURXJK� WKH�
8QLYHUVLW\�VWUXFWXUHV��SURJUDPV�DQG�IXQFWLRQV��,W�LV�0DNHUHUH�8QLYHUVLW\µV�(QGHDYRXU�WR�PDNH�
ZRPHQµV� DV�ZHOO� DV�PHQµV� FRQFHUQV� DQG� H[SHULHQFHV� DQ� LQWHJUDO� GLPHQVLRQ� RI� WKH� GHVLJQ��
LPSOHPHQWDWLRQ��PRQLWRULQJ�DQG�HYDOXDWLRQ�RI�SROLFLHV�DQG�SURJUDPV�IRU�GHYHORSPHQW��7KH�
RYHUDOO�JRDO�LV�WR�PDLQVWUHDP�JHQGHU�LQ�DOO�VWUXFWXUHV��SURJUDPV�DQG�IXQFWLRQV�RI�WKH�8QLYHUVLW\�

$� UDSLG�JHQGHU� DSSUDLVDO� RI� UHVHDUFK� IXQGLQJ�RI� WKH�0DNHUHUH�8QLYHUVLW\� LQVWLWXWLRQDO�
IUDPHZRUN�VKRZHG�WKDW��WR�VRPH�H[WHQW��JHQGHU�LVVXHV�ZHUH�LQWHJUDWHG�LQ�WKH�SURJUDPPLQJ�DQG�
RUJDQL]DWLRQDO�SURFHVVHV��7KH�'LUHFWRUDWH�RI�*HQGHU�0DLQVWUHDPLQJ�DQG�WKH�6FKRRO�RI�:RPHQ�
DQG�*HQGHU�6WXGLHV�ZHUH�SDUW�RI�WKH�RUJDQL]DWLRQµV�VWUXFWXUH��7KH�'LUHFWRUDWH�LV�UHVSRQVLEOH�IRU�
PDLQVWUHDPLQJ�JHQGHU�LQ�DGPLQLVWUDWLYH�DQG�VXSSRUW�IXQFWLRQV�RI�WKH�8QLYHUVLW\��7KH�6FKRRO�RI�
:RPHQ�DQG�*HQGHU�6WXGLHV�RIIHUV�FURVV�FXWWLQJ�FRXUVHV�WR�GLIIHUHQW�FROOHJHV�RI�WKH�8QLYHUVLW\�
RQ� UHTXHVW��7KHVH� FRXUVHV� DUH�PHDQW� WR� LQWURGXFH� JHQGHU� LQ� WKH� DFDGHPLF� SURJUDPPLQJ� LQ�
WKH�UHVSHFWLYH�FROOHJHV��$FDGHPLF�SURJUDPPLQJ�WDNHV�FRJQL]DQFH�RI�JHQGHU�FRQFHUQV�LQ�WKH�
FXUULFXOXP�GHYHORSPHQW�ZKLOH� LQWHJUDWLQJ�LW� LQWR�WKH�H[LVWLQJ�FXUULFXOXP��$W�WKH�8QLYHUVLW\�
OHYHO�� LW� UHVSRQVLEOH� IRU�PDLQVWUHDPLQJ� JHQGHU� LQ� HGXFDWLRQDO� SURFHVVHV� LQFOXGLQJ� WHDFKLQJ�
DQG�OHDUQLQJ�DQG�UHVHDUFK�DPRQJ�WKH�SURJUDPPLQJ�DFWLYLWLHV��7KH�HIIHFW�RI�WKH�LQWURGXFWLRQ�
RI�WKH�'LUHFWRUDWH�RI�*HQGHU�0DLQVWUHDPLQJ�DQG�WKH�6FKRRO�RI�:RPHQ�DQG�*HQGHU�6WXGLHV�LQ�
UHGXFLQJ�WKH�JHQGHU�JDSV�LQ�DFDGHPLFV�SURJUHVVLRQ�RI�IHPDOH�DQG�PDOH�DW�DOO�OHYHOV�LV�\HW�WR�
EH�HVWDEOLVKHG�

+RZHYHU��SULRU�WR�WKH�0XMDMX�UHSRUW��WKH�SROLF\�RQ�SURPRWLRQ�DOORZHG�SURPRWLRQV�EDVHG�
RQ�WHDFKLQJ�H[SHULHQFH�DQG�SXEOLFDWLRQV��LUUHVSHFWLYH�RI�WKHLU�OHYHO�RI�DFDGHPLF�DFKLHYHPHQW�
RU� OHYHO� DW� ZKLFK� RQH� ZDV� VHHNLQJ� SURPRWLRQ�� 7KLV� ZDV� HVSHFLDOO\� VR� LQ� WKH� &ROOHJH� RI�
+HDOWK�6FLHQFHV�DQG�6FKRRO�RI�/DZ��7KURXJK�WKLV�SROLF\��HLJKW�PDOH�FRPSDUHG�WR�RQH�IHPDOH�
SURIHVVRUV�KDG�0DVWHUµV�GHJUHHV�DV�D�EDVLV� IRU�SURPRWLRQ� WR�SURIHVVRUVKLS��6LPLODUO\�� WKUHH�
IHPDOHV�FRPSDUHG�WR����PDOH�DVVRFLDWH�SURIHVVRUV�DQG����IHPDOH�FRPSDUHG�WR����PDOH�VHQLRU�
OHFWXUHUV�IROORZHG�WKH�VDPH�WUDFN��2Q�WKH�RWKHU�KDQG��IRXU�IHPDOHV�FRPSDUHG�WR����PDOHV�KDG�
D�GRFWRUDWH�DV�WKHLU�KLJKHVW�HGXFDWLRQDO�OHYHO�RI�WUDLQLQJ�DV�D�EDVLV�IRU�SURPRWLRQ�WR�SURIHVVRU��
���IHPDOHV�FRPSDUHG�WR����PDOHV�IROORZHG�WKH�VDPH�WUDFN��ZKLOH����IHPDOHV�FRPSDUHG�WR����
PDOH�VHQLRU� OHFWXUHUV� IROORZHG� WKH�VDPH� WUDFN��7KLV�DUUDQJHPHQW� IRU�SURPRWLRQV�VHHPHG� WR�
EH�SHUPLVVLYH� IRU� DQ\ERG\��ERWK�PDOH� DQG� IHPDOH�� WR�SURJUHVV� DFDGHPLFDOO\��+RZHYHU�� WKH�
FRQVWDQW�IDFWRU�LV�WKH�JHQGHU�JDSV�LQ�SURPRWLRQ�LQ�IDYRXU�RI�PDOH�VWDII��0DNHUHUH�8QLYHUVLW\�
)DFW�%RRN��7KLUG�(GLWLRQ��������������

7KH� FXUUHQW� VWUXFWXUHV� RI� SURPRWLRQ�� VWDII� GHYHORSPHQW�� DSSRLQWPHQW�� DQG� &RXQFLO�
FRPPLWWHHV� DUH� D� SURGXFW� RI� D� PDVFXOLQH� V\VWHP� WKDW� VHWV� SROLFLHV� DQG� FULWHULD� GHYHORSHG�
XVLQJ�PDVFXOLQH� YDOXHV�� 7KHVH� FULWHULD� DVVXPH� IXOOWLPH� VWDII� HQJDJHPHQW� LQ� WHDFKLQJ�ZLWK�
QR� LQWHUUXSWLRQV� LPSRVHG�E\�GRPHVWLF� DQG� UHSURGXFWLYH� UROHV� LQ�ZKLFK�ZRPHQ� LQYHVW� D� ORW�
RI� WKHLU�YDOXDEOH� WLPH�� LQFOXGLQJ��PDWHUQLW\� OHDYH�� FKLOG� FDUH� IRU� WKH� IDPLO\�� DPRQJ�RWKHUV��
7KH� JHQGHU� UHSURGXFWLYH� UROHV� WHQG� WR� LQWURGXFH� WLPH� DV� D� YDULDEOH� DQG� ELQGLQJ� FRQVWUDLQW�
WR� IHPDOH� UHVHDUFK� SURGXFWLRQ� IXQFWLRQ� DQG� H[DFHUEDWHV� JHQGHU� JDS� LQ� UHVHDUFK�� %HVLGHV��
WKH�UHFUXLWPHQW�� UHWHQWLRQ�DQG�UHWLUHPHQW�SURFHGXUHV�ZHUH�GHYHORSHG�ZLWKRXW�JHQGHU�HTXLW\�
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FRQVLGHUDWLRQ��7KH�FULWHULD�WHQG�WR�DSSUHFLDWH�FKDUDFWHULVWLFV�WKDW�GR�QRW�WDNH�LQWR�DFFRXQW�RI�
WKH�HIIHFW�RI�UHSURGXFWLYH�UROHV�LQ�WKH�UHVHDUFK�IXQFWLRQ��)RU�LQVWDQFH�JRLQJ�WR�WKH�¾�HOGV�IRU�
GDWD�FROOHFWLRQ�IRU�D�ORQJ�WLPH�DZD\�IURP�WKH�IDPLO\��FDULQJ�DQG�QXUWXULQJ�RI�FKLOGUHQ��DPRQJ�
RWKHUV��7KH�LPSOLFDWLRQ�RI�WKLV�LV�WKDW�PDQ\�IHPDOH�VWDII�IDLO�WR�SXEOLVK�DQG�JHW�SURPRWLRQ�WR�
DVVRFLDWH�SURIHVVRU�OHYHO�ZLWKLQ�WKH�VWDQGDUG�SHULRG�VHW�E\�WKH�8QLYHUVLW\�RI�VL[W\�\HDUV�DQG�
UHWLUH�DW�VHQLRU�OHFWXUHU�OHYHO�FRPSDUHG�WR�WKHLU�FRXQWHUSDUWV�WKDW�FDQ�WDNH�DGYDQWDJH�RI�WLPH�WR�
VRXUFH�H[WUD�FRQWUDFWV�XS�WR�VHYHQW\�\HDUV��7KLV�IXUWKHU�GHQLHV�WKH�IHPDOH�VWXGHQWV�HVSHFLDOO\�
XQGHUJUDGXDWHV�WKH�UROH�PRGHOV�WKH\�QHHG�WR�HPXODWH��7KHUH�LV�QHHG�WR�LQYHVWLJDWH�WKH�FULWHULD�
IRU�UHFUXLWPHQW��UHVHDUFK�VFKRODUVKLS�DZDUGLQJ�SURFHGXUHV�DQG�SURPRWLRQ�DQG�UHWLUHPHQW�ZLWK�
D�YLHZ�WR�FRQVLGHU�WKH�WLPH�HOHPHQW�WKDW�LV�D�ELQGLQJ�FRQVWUDLQW�WR�IHPDOH�UHVHDUFK�SURGXFWLYLW\�
DQG�JLYH�PRUH�WLPH�WR�IHPDOH�VWDII�DIWHU�VL[W\�\HDUV�WR�SXEOLVK�LQ�RUGHU�WR�EH�SURPRWHG��ZLWK�D�
YLHZ�RI�FORVLQJ�WKH�JHQGHU�JDS�

7KH�RUJDQL]DWLRQDO�ORJLF�DVVXPHV�WKDW�DGPLQLVWUDWRUV�UHPDLQ�DGPLQLVWUDWRUV�DQG�WKHUHIRUH�
GR�QRW�QHHG�YHU\�KLJK�OHYHO�WUDLQLQJ�DQG�SDUWLFLSDWLRQ�LQ�UHVHDUFK��7KLV�DSSURDFK�WR�UHVHDUFK�
IXQG�DOORFDWLRQ�WKDW�SULRULWL]HV�DFDGHPLFV�DQG�PDNHV�LW�GLI¾�FXOW�IRU�DGPLQLVWUDWRUV�WR�VZLWFK�
FDUHHUV�FRPSDUHG�WR�WKHLU�FRXQWHUSDUWV°WKH�DFDGHPLF�VWDII���ZKR�HDVLO\�VZLWFK�IURP�DFDGHPLFV�
WR�DGPLQLVWUDWLYH�FDUHHUV�ZKHUHYHU�LW�LV�FRQYHQLHQW�DQG�HFRQRPLFDOO\�YLDEOH��7KLV�KDV�JD]HWWHG�
VRPH�MREV�LQ�WKH�8QLYHUVLW\�VWUXFWXUH�WR�FHUWDLQ�UDQNV�RI�VWDII��DQG�IHPLQL]HV�DGPLQLVWUDWLYH�
DQG�RWKHU�DFDGHPLF�VWDIIV�ZKR�PD\�KDYH�D�ZHDOWK�RI�WKHLU�DGPLQLVWUDWLYH�VNLOOV�EXLOW��*LYHQ�
WKH� GLVFULPLQDWLRQ� LQ� UHVHDUFK� VXSSRUW� EHWZHHQ� DGPLQLVWUDWLYH� DQG� DFDGHPLF� VWDII�� IHPDOH�
VWDIIV�ZKR�DUH�PDLQO\� LQ�DGPLQLVWUDWLYH� UDQNV�FDQQRW�DFFHVV� UHVHDUFK�VXSSRUW� WR�EXLOG� WKHLU�
FDUHHUV�WR�SURIHVVRU�OHYHO��2QH�QHHGV�WR�EH�D�SURIHVVRU�WR�EH�D�YLFH�FKDQFHOORU��H[SHULHQFH�LQ�
DGPLQLVWUDWLRQ�QRWZLWKVWDQGLQJ��7KLV�FRXOG�EH� UHVSRQVLEOH� IRU�GLVPDO� IHPDOH� UHSUHVHQWDWLRQ�
LQ� WKH�KLJKHU�HFKHORQV�RI� WKH�8QLYHUVLW\�DGPLQLVWUDWLYH�VWUXFWXUH��&RQVHTXHQWO\�� WKHVH�SRVWV�
KDYH�EHHQ�FDUYHG�RXW�WR�WKH�DGYDQWDJH�RI�DFDGHPLF�VWDIIV�ZKR�KDSSHQ�WR�WDNH�DGYDQWDJH�RI�
WKH�PHDJHU�UHVHDUFK�IXQGV�WR�XSJUDGH�WKHLU�SURIHVVLRQDO�H[SHULHQFH�XQOLNH�WKH�DGPLQLVWUDWLYH�
VWDII��7KH�SRVWV�RI�YLFH�FKDQFHOORU�DQG�GHSXW\�YLFH�FKDQFHOORUV�DUH�DGPLQLVWUDWLYH�SRVLWLRQV��
7KLV�FRXOG�H[SODLQ�ZK\�LW�KDV�EHHQ�GLI¾�FXOW�WR�¾�QG�IHPDOH�FRPSHWLWRUV�IRU�WKH�SRVWV�RI�YLFH�
FKDQFHOORU�DQG�GHSXW\�YLFH�FKDQFHOORUV�DW�0DNHUHUH�8QLYHUVLW\�DQG�WKH�PDVFXOLQLW\�LQ�RXWORRN�
LQ�WKH�WRS�VWUXFWXUH��7KLV�PRGH�RI�RSHUDWLRQ�DQG�SURFHGXUHV�RI�UHVWULFWLQJ�DGPLQLVWUDWLYH�VWDII�
DFFHVV�WR�UHVHDUFK�IXQGV�IHPLQL]HV�DGPLQLVWUDWRUV�LQ�WKHLU�RZQ�¾�HOG�RI�VSHFLDOW\��ZKHUH�WKH\�
GHYHORSHG�H[SHULHQFH�RYHU�D�ORQJ�SHULRG�DQG�LV�D�ELQGLQJ�FRQVWUDLQW�WR�WKHLU�FDUHHU�JURZWK��
8QIRUWXQDWHO\��ZRPHQ�FRQVWLWXWH�WKH�PDMRULW\�RI�DGPLQLVWUDWLYH�VWDII�LQ�WKH�8QLYHUVLW\�VWUXFWXUH�

7KLV�RUJDQL]DWLRQDO�ORJLF�LV�JHQGHU�QHXWUDO�DQG�DVVXPHV�WKDW�FDUHHU�SDWKV�IRU�DGPLQLVWUDWLYH�
VWDIIV� DUH� D� OLQHDU� SURJUHVVLRQ� DQG� WKDW� DGPLQLVWUDWLYH� VWDII� FDQQRW� VZLWFK� FDUHHU� IURP�
DGPLQLVWUDWLYH�WR�DFDGHPLF�FRPSDUHG�WR�DFDGHPLF�VWDIIV�ZKR�DUH�SHUPLWWHG�WR�VZLWFK�FDUHHUV�
IURP�DFDGHPLF�WR�DGPLQLVWUDWLRQ��7KH�LPSOLFDWLRQ�RI�WKLV�PHQWDO�ORJLF�LV�WKDW�QR�VRRQHU�WKDQ�WKH�
DFDGHPLF�VWDII�DWWDLQ�SURIHVVRUVKLS�WKDQ�WKH\�FURVV�WR�DGPLQLVWUDWLRQ��ZLWKRXW�WKH�UHJDUG�WKDW�
DFDGHPLF�VWDII�DUH�SULRULWL]HG�LQ�DFFHVV�WR�UHVHDUFK�UHVRXUFHV�ZLWK�D�YLHZ�WR�EXLOG�FDSDFLW\�LQ�
UHVHDUFK��WHDFKLQJ��DQG�OHDUQLQJ�WKDW�SODFHV�WKHP�DW�DQ�DGYDQWDJH�RYHU�WKH�DGPLQLVWUDWLYH�VWDII��
7KLV�FUHDWHV�D�VNLOOV�JDS�LQ�UHVHDUFK�DQG�WHDFKLQJ��IUXVWUDWLQJ�WKH�YHU\�REMHFWLYH�RI�SULRULWL]LQJ�
FDSDFLW\�EXLOGLQJ�LQ�UHVHDUFK��7KH�RWKHU�FKDOOHQJH�LV�WKDW�FDUHHU�SDWKV�RI�DGPLQLVWUDWLYH�VWDII�
DUH�VWL¿�HG�GXH� WR� WKH�DEVHQFH�RI�XSZDUG�RSHQLQJV�IRU�SURPRWLRQ�DIWHU�D�FHUWDLQ�UDQN� LQ� WKH�
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8QLYHUVLW\� VWUXFWXUH� �0����7KLV� QHJDWLYHO\� LPSDFWV� RQ� VHOI�DFWXDOL]DWLRQ� RQ� WKH� SDUW� RI� WKH�
DGPLQLVWUDWLYH�VWDII��,W�ZRXOG�EH�LQWHUHVWLQJ�IRU�ERWK�DGPLQLVWUDWLYH�DQG�DFDGHPLF�VWDII�VZLWFK�
FDUHHUV� IRU� EDODQFHG� DFDGHPLF� DQG� DGPLQLVWUDWLYH� FDUHHU� DGYDQFHPHQW� E\� UHFRQVLGHULQJ�
UHVHDUFK� VXSSRUW� WR� DGPLQLVWUDWLYH� VWDII� LQ� WKHLU� SXUVXLW� RI� FDUHHU�GHYHORSPHQW�� ,Q� WKH� OLJKW�
RI�WKH�DERYH��0DNHUHUH�8QLYHUVLW\�KDV�D�ORW�RI�XQ¾�QLVKHG�EXVLQHVV�LI�JHQGHU�SDULW\�LV�WR�EH�
DFKLHYHG�E\�JHQGHU��OHYHOV�LQ�DGPLQLVWUDWLRQ��DFDGHPLF�UDQNV��EHWZHHQ�FROOHJHV�DQG�GLVFLSOLQHV�
DQG�UHVHDUFK�SURGXFWLYLW\��7KLV�KDV�LPSOLFDWLRQV�RQ�WKH�LQVWLWXWLRQDO�GHYHORSPHQW�WKDW�LV�OLNHO\�
WR�IROORZ�D�PDVFXOLQH�PRGH�DQG�WKHUHIRUH�UHPDLQ�JHQGHU�XQUHVSRQVLYH��,W�ZRXOG�EH�LQWHUHVWLQJ�
WR� LQYHVWLJDWH� WKH� EDUULHUV� WR�ZRPHQµV� UHVHDUFK� SURGXFWLYLW\� DQG� SXEOLFDWLRQV� RQ� WKH� EDVLV�
RI�ZKLFK�D�VWUDWHJ\�FRXOG�EH�IRUPXODWHG�WR�SURPRWH�DQG�LQFUHDVH�ZRPHQµV�DGYDQFHPHQW� LQ�
UHVHDUFK�DQG�SXEOLFDWLRQV�DQG�LQVWLWXWLRQDO�GHYHORSPHQW�

'LVFXVVLRQ�DQG�&RQFOXVLRQ

7KH� VWXG\� LQYHVWLJDWHG� KRZ� WKH� UHVHDUFK� IXQGLQJ� SDWWHUQ� DW� 0DNHUHUH� 8QLYHUVLW\�
WUDQVODWHV�LQWR�KXPDQ�UHVRXUFH�DQG�LQVWLWXWLRQDO�GHYHORSPHQW�ZLWK�D�YLHZ�WR�DVFHUWDLQ�ZKHWKHU�
JHQGHU�PDLQVWUHDPLQJ�PDWWHUV��7KH�DQDO\WLFDO�IUDPHZRUN�ZDV�DQFKRUHG�ZLWKLQ� WKH�IHPLQLVW�
RUJDQL]DWLRQDO�WKHRU\��HFRQRPLF�UHVRXUFH�EDVHG�WKHRU\�RI�D�¾�UP�DQG�WKH�KXPDQ�FDSLWDO�WKHRU\��
:LWKLQ� WKHVH� SDUDGLJPV�� 0DNHUHUH� 8QLYHUVLW\� ZDV� H[SHFWHG� WR� GHOLYHU� D� GXDO� DJHQGD� RI�
HI¾�FLHQF\�DQG�HIIHFWLYHQHVV��ZKHUH�LI�VKH�FKRVH�HI¾�FLHQF\��WKLV�ZRXOG�FRPH�DW�D�KLJK�SULFH�RI�
JHQGHU�LQHTXDOLW\��,I�RQ�WKH�RWKHU�KDQG�VKH�FKRVH�HIIHFWLYHQHVV��0DNHUHUH�8QLYHUVLW\�ZRXOG�
UHPDLQ�UHOHYDQW�WR�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�DJHQGD���EXLOGLQJ�DQ�RUJDQL]DWLRQDO�ORJLF�LQ�
SURJUDPPLQJ�DQG�RUJDQL]DWLRQDO�FDSDFLW\�WR�HQJDJH���WDNH�RSSRUWXQLW\�RI�H[WHUQDO�DQG�LQWHUQDO�
IRUFHV�WR�FRXQWHUDFW�WKH�JHQGHU�LPEDODQFH�TXHVWLRQ��6HFRQGDU\�GDWD�ZDV�XVHG�LQ�WKH�DQDO\VLV�
IRFXVLQJ�RQ�IXQGLQJ�VRXUFHV��UHVHDUFK�IXQG�DYDLODELOLW\�DQG�GLVWULEXWLRQ��DFFHVV�WR�LQWHUQDOO\�
JHQHUDWHG� IXQGV�� LQVWLWXWLRQDO� IUDPHZRUN� IRU�PDQDJHPHQW� RI� UHVHDUFK� IXQG�� LPSOLFDWLRQ� RI�
UHVHDUFK�IXQGLQJ�SDWWHUQ�RQ�KXPDQ�UHVRXUFH�DQG�LQVWLWXWLRQDO�GHYHORSPHQW�

7KH�UHVXOWV�LQGLFDWHG�WKDW�0DNHUHUH�8QLYHUVLW\�KDV�FKDUWHG�D�PLGGOH�SRVLWLRQ��DQG�WR�D�
JRRG�H[WHQW� DQG� VKH� LV� D�JHQGHU�UHVSRQVLYH� LQVWLWXWLRQ�� ,W�KDV� VHYHUDO� IXQGLQJ� VRXUFHV�ZLWK�
JRYHUQPHQW�EHLQJ� WKH�ELJJHVW� IXQGHU��0RVW�RI� WKH� IXQGLQJ�VRXUFHV�DUH�HPSKDWLF�RQ�JHQGHU�
PDLQVWUHDPLQJ�DQG�ZRPHQ�HPSRZHUPHQW��7KH�WRWDO�DPRXQW�RI�UHVHDUFK�IXQGV�DYDLODEOH�RYHU�
WKH�GHFDGH�WR�¾�QDQFH�UHVHDUFK�DQG�UHODWHG�DFWLYLWLHV�KDV�EHHQ�JURZLQJ��/LNHZLVH�LV�WKH�WUHQG�RI�
DFFHVV�RI�IHPDOHV�WR�WKLV�IXQG��DOWKRXJK�WKLV�LV�UDWKHU�VORZ��7KLV�FRUURERUDWHV�ZLWK�WKH�WKHRU\�
RI�RUJDQL]DWLRQ�DV�DGYDQFHG�E\�(XURSHDQ�&RPPLVVLRQ� �������ZKHUHE\� LQVWLWXWLRQV�DUH�QRW�
LQGHSHQGHQW�HQWLWLHV��7KH\�JHW�IHHGEDFN�IURP�WKH�HQYLURQPHQW�RXWVLGH�WKH�RUJDQL]DWLRQ�WKDW�
PD\�DIIHFW�LWV�EHKDYLRXU��)XQGV�IURP�GRQRUV�DUH�XVXDOO\�WDUJHWHG�WR�FROOHJHV��UHVHDUFK�WKHPHV�
DQG�IXQFWLRQV��ZLWK�VFLHQFH�EDVHG�FROOHJHV�EHLQJ�WKH�ELJJHVW�EHQH¾�FLDULHV��3K'�WUDLQLQJ�LV�JLYHQ�
D�KLJKHU�ZHLJKW�LQ�WKH�GLVWULEXWLRQ�RI�UHVHDUFK�IXQGV�WKDQ�0DVWHUV��SRVW�GRFWRUDO�UHVHDUFK�DQG�
RWKHU�UHODWHG�DFWLYLWLHV��2QH�SHUFHQW�RI�WKH�LQWHUQDOO\�JHQHUDWHG�IXQGV�DW�0DNHUHUH�8QLYHUVLW\�
LV� HDUPDUNHG� IRU� VWDII� GHYHORSPHQW�� 7KLV� VXSSRUWV� FROOHJHV� DQG� VFKRROV� ZLWK� LQVXI¾�FLHQW�
VXSSRUW�IRU�UHVHDUFK��HVSHFLDOO\�DW�3K'�OHYHO��DOWKRXJK�LWV�GLVWULEXWLRQ�H[KLELWHG�JHQGHU�JDSV�
E\�FROOHJHV�DQG�EHWZHHQ�GLVFLSOLQHV�DQG�DGPLQLVWUDWLYH�XQLWV�
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1RQH�RI�WKH�FROOHJHV�KLW�WKH����SHUFHQW�LQVWLWXWLRQDO�IHPDOH�WDUJHW�IRU�DFFHVV�WR�UHVHDUFK�
IXQGV�DV�SHU�8QLYHUVLW\� UHJXODWLRQV� IRU�DI¾�UPDWLYH�DFWLRQ�� ,W�ZDV� IXUWKHU�REVHUYHG� WKDW� WKLV�
WUDQVODWHG� LQWR�0DNHUHUH�8QLYHUVLW\µV�KLJK� UDQNLQJ� UHJLRQDOO\�DQG� LQWHUQDWLRQDOO\��7KLV�ZDV�
LQ�OLQH�ZLWK�DUJXPHQWV�E\�)ODPKROW]�DQG�/DFH\��������DQG�%HFNHU��������WKDW�RUJDQL]DWLRQV�
XVH�WKHLU�KXPDQ�UHVRXUFHV�DYDLODEOH�WR�WKHLU�DGYDQWDJH��7KLV�LV�FRQWUDU\�WR�&DVFLR��������DQG�
$FNHU��������ZKR�QRWH�WKDW�FODVV�DQG�JHQGHU�DQG�QRWHG�WKDW�FODVV�LV�FRQVWUXFWHG�WKURXJK�JHQGHU�
DQG�WKDW�FODVV�UHODWLRQV�DUH�DOZD\V�JHQGHUHG��7KH�VWUXFWXUH�RI�WKH�ODERXU�PDUNHW��UHODWLRQV�LQ�
WKH�ZRUNSODFH��WKH�FRQWURO�RI�WKH�ZRUN�SURFHVVHV��DQG�WKH�XQGHUO\LQJ�ZDJH�UHODWLRQ�DUH�DOZD\V�
DIIHFWHG�E\�V\PEROV�LPDJHV�RI�JHQGHU��SURFHVVHV�RI�JHQGHU�LGHQWLW\��DQG�PDWHULDO�LQHTXDOLWLHV�
EHWZHHQ�ZRPHQ�DQG�PHQ��7KHVH�SURFHVVHV�DUH�FRPSOH[O\�UHODWHG�WR�DQG�SRZHUIXOO\�VXSSRUW�
WKH� UHSURGXFWLRQ� RI� WKH� FODVV� VWUXFWXUH�� )URP� WKLV� SHUVSHFWLYH�� WKH� FKDOOHQJH� LV� WKDW� VWDII�
FDSDFLW\�ZDV�QRW�ZHOO�GLVWULEXWHG� WKURXJK� WKH�FROOHJHV��ZLWK�PRUH�3K'V� UHSUHVHQWHG� LQ� WKH�
6FLHQFH�EDVHG�FROOHJHV��)HPLQL]DWLRQ�LQ�DFFHVV�WR�UHVHDUFK�IXQGV�EHWZHHQ�VFLHQFH�EDVHG�DQG�
KXPDQLWLHV�EDVHG�GLVFLSOLQHV��EHWZHHQ�PHQ�DQG�ZRPHQ�DFDGHPLF�VWDII��EHWZHHQ�DGPLQLVWUDWLYH�
DQG�DFDGHPLF�VWDII��EHWZHHQ�UHVHDUFK�SURGXFWLYLW\�DQG�SXEOLFDWLRQV�ZDV�REVHUYHG�FRPSDUHG�
WR�RWKHU�UHVHDUFK�UHODWHG�DFWLYLWLHV��*RYHUQPHQW�UHVHDUFK�IXQGV�DUH�GLUHFWO\�IRFXVHG�WR�VFLHQFH�
GLVFLSOLQHV�� IXUWKHU� IHPLQL]LQJ� WKH� KXPDQLWLHV� DQG� VRFLDO� VFLHQFHV� ZKHUH� PRVW� RI� IHPDOH�
DFDGHPLF�VWDII�DUH�PRUH�FRQFHQWUDWHG�

$� UDSLG�JHQGHU� DSSUDLVDO� RI� UHVHDUFK� IXQGLQJ�RI� WKH�0DNHUHUH�8QLYHUVLW\� LQVWLWXWLRQDO�
IUDPHZRUN�UHYHDOHG�WKDW��WR�VRPH�H[WHQW��JHQGHU�LVVXHV�DUH�LQWHJUDWHG�LQ�WKH�SURJUDPPLQJ�DQG�
RUJDQL]DWLRQDO�SURFHVVHV��ZLWK� WKH�'LUHFWRUDWH�RI�*HQGHU�0DLQVWUHDPLQJ�DQG� WKH�6FKRRO�RI�
:RPHQ�DQG�*HQGHU�6WXGLHV�EHLQJ�SDUW�RI�WKH�RUJDQL]DWLRQµV�VWUXFWXUH��7KH�FRQVWDQW�IDFWRU�LV�
WKH�JHQGHU�GLIIHUHQFHV�LQ�SURPRWLRQ�WKDW�IDYRUV�PDOH�DFDGHPLF�VWDII��7KH�RUJDQL]DWLRQDO�ORJLF�
LV�\HW�WR�EH�PDLQVWUHDPHG�LQ�VWUXFWXUH��IXQFWLRQV�DQG�SURJUDPPPHV��7KH�FXUUHQW�RUJDQL]DWLRQDO�
VWUXFWXUH� DQG� FULWHULD� IRU� SURPRWLRQ�� VWDII� GHYHORSPHQW�� DSSRLQWPHQWV�� UHWLUHPHQW�� UHVHDUFK�
IXQGLQJ�SURFHGXUHV�DQG�&RXQFLO�PHPEHUVKLSV�LV�D�SURGXFW�RI�PDVFXOLQH�V\VWHPV��7LPH�ZDV�WKH�
PRVW�FRQVWUDLQLQJ�IDFWRU�IRU�UHVHDUFK�SURGXFWLYLW\�RI�IHPDOH�DFDGHPLF�VWDII��7KH�FDUHHU�SDWKV�RI�
DGPLQLVWUDWLYH�VWDII�DUH�VWL¿�HG�GXH�WR�WKH�SUHIHUHQFH�JLYHQ�WR�DFDGHPLF�VWDII�FDSDFLW\�EXLOGLQJ�
DQG�WKHUHIRUH�ODFN�RI�VSDFH�IRU�XSZDUG�PRELOLW\�RI�WKH�DGPLQLVWUDWRUV��0DNHUHUH�8QLYHUVLW\�
KDV� WR� WULHG� WR�DGGUHVV� WKLV�GXDO�DJHQGD�DV�SURSRVHG�E\�(XURSHDQ�&RPPLVVLRQ� ��������EXW�
ZLWK� D� ORW� RI� URRP� IRU� LPSURYHPHQW��7KHUH� LV� VRPH� OHYHO� RI� HI¾�FLHQF\� DV� UH¿�HFWHG� LQ� WKH�
KLJK� UDQNLQJV� LQWHUQDWLRQDOO\�� EXU� VKH� VFRUHV� FRPSDUDWLYHO\� OHVV� RQ� JHQGHU� UHVSRQVLYHQHVV�
HVSHFLDOO\�LQ�IHPDOH�UHVHDUFK�SURGXFWLYLW\��0DNHUHUH�8QLYHUVLW\�LV�\HW�WR�FRQVLGHU�WKH�LVVXH�RI�
SURYLGLQJ�IRU�UROH�PRGHOV�IRU�WKH�IHPDOH�VWXGHQWV�LQ�LWV�DFDGHPLF�UDQNV��7KLV�¾�QGLQJ�VKRZV�WKDW�
0DNHUHUH�8QLYHUVLW\�SXWV�PLQLPDO�HPSKDVLV�LQ�FUHDWLQJ�RSHQLQJV�DQG�HQDEOLQJ�HQYLURQPHQW�
IRU�DFDGHPLF�DGYDQFHPHQW�RI�DGPLQLVWUDWLYH�VWDII�LQ�JHQHUDO�DQG�IHPDOH�VWDII�LQ�SDUWLFXODU�DIWHU�
D�FHUWDLQ�OHYHO�RI�VHUYLFH�

,Q�FRQFOXVLRQ��LW�LV�DSW�WR�GHGXFH�WKDW�JHQGHU�PDWWHUV�LQ�KXPDQ�UHVRXUFH�DQG�LQVWLWXWLRQDO�
GHYHORSPHQW�� LI� 0DNHUHUH� 8QLYHUVLW\� KDV� WR� DFKLHYH� WKH� GXDO� DJHQGD� RI� HI¾�FLHQF\� DQG�
HIIHFWLYHQHVV�DV�ZHOO�DV�UHPDLQ�UHOHYDQW�WR�QDWLRQDO�DQG�LQWHUQDWLRQDO�DJHQGD��7R�VRPH�H[WHQW��
0DNHUHUH�8QLYHUVLW\� KDV� WR� WULHG� WR� DGGUHVV� WKLV� GXDO� DJHQGD�� EXW�ZLWK� D� ORW� RI� XQ¾�QLVKHG�
EXVLQHVV��7KLV�LQFOXGHV�DGGUHVVLQJ�WKH�JHQGHU�FRQFHUQV�WKDW�FDXVH�WKH�JHQGHU�JDSV�EHWZHHQ�
IHPDOH�DQG�PDOH�DFDGHPLF�VWDII�DW�DOO�OHYHOV�LQ�WKH�8QLYHUVLW\�SURJUDPPLQJ�DQG�VWUXFWXUH��WKH�
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IHPLQL]DWLRQ�RI�RWKHU�GLVFLSOLQHV��IHPLQL]DWLRQ�RI�VFLHQFH�DJDLQVW�WKH�KXPDQLWLHV�GLVFLSOLQHV��
DQG� IHPLQL]LQJ� DGPLQLVWUDWRUV� DJDLQVW� DFDGHPLF� VWDII��$ERYH� DOO�� WKH� PHQWDO� ORJLF� RI� WKH�
LQVWLWXWLRQ� LV� EXLOW� RQ�PDVFXOLQH� QRUPV��$OO� WKLV�ZLOO� QHHG� WR� EH� DGGUHVVHG�ZLWK� D� YLHZ� WR�
FUHDWLQJ�HTXLW\�LQ�DFFHVV�WR�UHVHDUFK�UHVRXUFHV�IRU�D�EDODQFHG�LQVWLWXWLRQDO�GHYHORSPHQW�

,W� LV� UHFRPPHQGHG� WKDW�0DNHUHUH�8QLYHUVLW\� UHFRQVLGHUV� WKH� UHVHDUFK� IXQGLQJ� SDWWHUQ�
E\�VRXUFLQJ�IRU�PRUH�IXQGLQJ�VRXUFHV�WR�VXSSRUW�DOO�LWV�VWDII��EH�LW�DGPLQLVWUDWLYH�RU�DFDGHPLF�
VWDII��ERWK�IHPDOH�DQG�PDOH��7KLV�ZLOO�FUHDWH�D�OHYHO�JURXQG�IRU�FRPSHWLWLRQ��,Q�WKH�DEVHQFH�RI�
DGHTXDWH�IXQGLQJ��WDUJHWLQJ�VKRXOG�EH�GRQH�ZLWK�D�JHQGHU�IDFH�ZLWK�HTXLW\�EHWZHHQ�PDOH�DQG�
IHPDOH��DGPLQLVWUDWRUV�DQG�DFDGHPLF�VWDII��ZLWKLQ�DQG�DFURVV�GLVFLSOLQHV�DV�WKH�JXLGLQJ�IDFWRU�
7KH�RUJDQL]DWLRQDO�ORJLF�RI�WKH�8QLYHUVLW\�ZLOO�KDYH�WR�FKDQJH�ZLWK�D�YLHZ�WR�IXUWKHU�LQWHJUDWH�
JHQGHU�LQ�WKH�RUJDQL]DWLRQDO�VWUXFWXUHV�DQG�SURFHVVHV�E\�UHYLHZLQJ�WKH�FULWHULD�IRU�UHFUXLWPHQW��
SURFHGXUHV� RI� DZDUGLQJ� UHVHDUFK� IXQGV�� SURPRWLRQV�� VWDII� GHYHORSPHQW�� DSSRLQWPHQWV��
UHWLUHPHQW�RSHQLQJ�XS�RI�WRS�PDQDJHPHQW�SRVLWLRQV�WR�GHVHUYLQJ�DGPLQLVWUDWLYH�VWDII��UHYLHZ�
RI�&RXQFLO� FRPPLWWHH�PHPEHUVKLSV� DQG�PDLQVWUHDPLQJ� WKH�PDLQ�SROLF\�FRPPLWWHHV�RI� WKH�
8QLYHUVLW\� ERWK� LQ� QXPHULFDO� UHSUHVHQWDWLRQ� DQG� WHFKQLFDO� FDSDFLW\�� $ERYH� DOO� 0DNHUHUH�
8QLYHUVLW\�VKRXOG�EXLOG�D�FDGUH�RI�PRGHOV�IRU�WKH�IHPDOH�VWXGHQWV�WR�HPXODWH�

5HIHUHQFHV

$FNHU��-����������&ODVV��*HQGHU�DQG�WKH�5HODWLRQV�RI�'LVWULEXWLRQ��6LJQV�����������

%DUEDUD�)��5��3DWULFLD��$��5RRV����������6WDWXV�+LHUDUFKLHV�DQG�6H[�6HJUHJDWLRQ��,Q�,QJUHGLHQWV�IRU�
:RPHQµV�(PSOR\PHQW�3ROLF\��HGLWHG�E\�&KULVWLQH�%RVH�DQG�*OHQQD�6SLW]H��$OEDQ\��681<�3UHVV��

%DUQH\��-����������)LUP�5HVRXUFHV�DQG�6XVWDLQHG�&RPSHWLWLYH�$GYDQWDJH��,Q�-RXUQDO�RI�0DQDJHPHQW��
������������

%HFNHU��*�6����������+XPDQ�&DSLWDO��1HZ�<RUN��1DWO��%XU��(FRQ��5HV��

%MRUJ��$��6����������7KH�2UJDQL]DWLRQDO�:RPDQ�DQG�WKH�7URMDQ�KRUVH�(IIHFW��,Q�3DWULDUFK\�LQ�D�
:HOIDUH�6RFLHW\��HGLWHG�E\�+DUULHW�+ROWHU��2VOR��8QLYHUVLWHWVIRUODJHW��

%RXGUHDX��-��:���DQG�%HUJHU��&��-����������'HFLVLRQ�7KHRUHWLF�8WLOLW\�$QDO\VLV�$SSOLHG�WR�(PSOR\HH�
6HSDUDWLRQV�DQG�$FTXLVLWLRQV��,Q�-RXUQDO�RI�$SSOLHG�3V\FKRORJ\��������������

&DVFLR��:��)����������&RVWLQJ�+XPDQ�5HVRXUFH��7KH�)LQDQFLDO�,PSDFW�RI�%HKDYLRU�LQ�2UJDQL]DWLRQV��
%RVWRQ��3:6�.HQW��

&DVWHOOV��0����������8QLYHUVLWLHV�DV�'\QDPLF�6\VWHPV�RI�&RQWUDGLFWRU\�)XQFWLRQV��,Q�0XOOHU��-��
&ORHWH��1��DQG�%DGDW��6���(GV��&KDOOHQJHV�RI�*OREDOL]DWLRQ��6RXWK�$IULFDQ�'HEDWHV�ZLWK�0DQXHO�
&DVWHOOV��&DSH�7RZQ��0DVNHZ�0LOOHU�/RQJPDQ��

&OHJJ��6��DQG�'��'XQNHUOH\����������2UJDQL]DWLRQ��&ODVV�DQG�&RQWURO��/RQGRQ��5RXWOHGJH�	�.HJDQ�
3DXO��

&ORHWH��1��%DLOH\��%��DQG�0DDVVHQ��3����������8QLYHUVLWLHV�DQG�(FRQRPLF�'HYHORSPHQW�3DFW��DFDGHPLF�
FRUH�DQG�FRRUGLQDWLRQ��6\QWKHVLV�5HSRUW��&HQWUH�IRU�+LJKHU�(GXFDWLRQ�7UDQVIRUPDWLRQ��&+(7���
+RXVH�9LQFHQW��)LUVW�)ORRU�����%URGLH�5RDG��:\QEHUJ�0HZV��:\QEHUJ�������,6%1�������
������������&+(7��

&RFNEXUQ��&����������%URWKHUV��0DOH�'RPLQDQFH�DQG�7HFKQRORJLFDO�&KDQJH��/RQGRQ��3OXWR�3UHVV��

&RQQHOO��5��:����������*HQGHU�DQG�3RZHU��6WDQIRUG��&$��6WDQIRUG�8QLYHUVLW\�3UHVV��
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&RQQHU��.��5����������$�+LVWRULFDO�3HUVSHFWLYH�RI�5HVRXUFH�EDVHG�7KHRU\�DQG�)LYH�6FKRROV�RI�
7KRXJKW�ZLWKLQ�,QGXVWULDO�2UJDQL]DWLRQ�(FRQRPLFV��'R�:H�1HHG�D�1HZ�7KHRU\�RI�WKH�)LUP"�LQ�
-RXUQDO�RI�0DQDJHPHQW�������������

(XURSHDQ�&RPPLVVLRQ����������$LG�'HOLYHU\�0HWKRGV�&RQFHSW�3DSHU��$�&RQWULEXWLRQ�WR�'HYHORSPHQW�
7KLQNLQJ��,QVWLWXWLRQDO�$VVHVVPHQW�DQG�&DSDFLW\�'HYHORSPHQW��:K\��:KDW�DQG�+RZ"�

)ODPKROW]��(��*���DQG�/DFH\��-��0����������3HUVRQQHO�0DQDJHPHQW��+XPDQ�&DSLWDO�7KHRU\��DQG�
+XPDQ�5HVRXUFH�$FFRXQWLQJ��/RV�$QJHOHV��,QVW��,QG��5HODWLRQV��8QLY��&DOLI��

*DPH��$���DQG�3ULQJOH��5����������*HQGHU�DW�:RUN��/RQGRQ��3OXWR�3UHVV��

+DUGLQJ��6����������7KH�6FLHQFH�4XHVWLRQ�LQ�)HPLQLVP��,WKDFD��1<��&RUHOO�8QLYHUVLW\�3UHVV��

+RFKVFKLOG��5����������7KH�0DQDJHG�+HDUW��&RPPHUFLDOL]DWLRQ�RI�+XPDQ�)HHOLQJ��%HUNHOH\��
8QLYHUVLW\�RI�&DOLIRUQLD�3UHVV��

.DQWHU��5��0����������:RPHQ�DQG�WKH�6WUXFWXUH�RI�2UJDQL]DWLRQVµ�([SORUDWLRQV�LQ�7KHRU\�DQG�
%HKDYLRU��,Q�$QRWKHU�9RLFH��HGLWHG�E\�5RVDEHWK�.DQWHU�DQG�0DUFLD�0LOOPDQ��1HZ�<RUN��
'RXEOHGD\��

.DQWHU��5��0����������0HQ�DQG�:RPHQ�RI�WKH�&RUSRUDWLRQ��1HZ�<RUN��%DVLF�%RRNV��

.DWH��&����������6HYHQ�'HDGO\�6LQV�RI�:RPHQ�LQ�/HDGHUVKLS��2YHUFRPH�6HOI�'HIHDWLQJ�%HKDYLRU�LQ�
:RUN�DQG�0LQLVWU\��1H[W�/HDGHUVKLS��%LUPLQJKDP��8QLWHG�.LQJGRP��

.QLJKWV��'��DQG�:LOOPRW��+����������*HQGHU�DQG�WKH�/DERXU�3URFHVV��$OGHUVKRW��*RZHU��

/LSPDQ�%OXPHQ��-����������)HPDOH�OHDGHUVKLS�LQ�)RUPDO�2UJDQL]DWLRQV��0XVW�WKH�)HPDOH�/HDGHU�*R�
)RUPDO"�,Q�5HDGLQJV�LQ�0DQDJHULDO�3V\FKRORJ\��HGLWHG�E\�+DUROG�-��/HDYLWW��/RXLV�5��3RQG\��DQG�
'DYLG�0��%RMH��&KLFDJR��8QLYHUVLW\�RI�&KLFDJR�3UHVV��

0DJDUD��(���������)LQDQFLQJ�D�3XEOLF�8QLYHUVLW\��6WUDWHJLF�'LUHFWLRQV�IRU�0DNHUHUH�8QLYHUVLW\�LQ�
8JDQGD��&RXQFLO�IRU�WKH�'HYHORSPHQW�RI�6RFLDO�6FLHQFH�5HVHDUFK�LQ�$IULFD�LQ�-+($�5(6$��9RO��
���1R�����SS����°����

0DNHUHUH�8QLYHUVLW\�$QQXDO�5HSRUW�������

0DNHUHUH�8QLYHUVLW\�$QQXDO�5HSRUW�������

0DNHUHUH�8QLYHUVLW\�$QQXDO�5HSRUW�������

0DNHUHUH�8QLYHUVLW\�$QQXDO�5HSRUW�������

0DNHUHUH�8QLYHUVLW\�)DFW�%RRN�����������

0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��6HFRQG�(GLWLRQ��������

0DNHUHUH�8QLYHUVLW\�)DFW�%RRN��7KLUG�(GLWLRQ�������

1DWLRQDO�&RXQFLO�IRU�+LJKHU�(GXFDWLRQ�������

3KLOOLSV��$��DQG�7D\ORU��%����������6H[�DQG�6NLOO�LQ�:DJHG�:RUN��HGLWHG�E\�)HPLQLVW�5HYLHZ��/RQGRQ��
9LUDJR������

3RUWHU��0��(����������&RPSHWLWLYH�$GYDQWDJH��&UHDWLQJ�DQG�6XVWDLQLQJ�6XSHULRU�3HUIRUPDQFH��1HZ�
<RUN��)UHH�3UHVV��

5XVVHOO��&��-��&ROHOOD�$��DQG�%RENR�3����������([SDQGLQJ�WKH�&RQWH[W�RI�8WLOLW\��WKH�6WUDWHJLF�,PSDFW�
RI�3HUVRQQHO�6HOHFWLRQ��3HUVRQDO�3V\FKRORJ\��������������
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6DQWLDJR��5��0HHN��/��*RHGHJHEXXUH��*���DQG�&DUYDOKR��7����������7KH�&KDQJLQJ�'\QDPLFV�RI�+LJKHU�
(GXFDWLRQ�0LGGOH�0DQDJHPHQW��6SULQJHU�'RUGLUFKL�+HLGHOEHUJ��/RQGRQ�1HZ�<RUN��,6%1�����
����������'��������������������������

6FKXOHU��5��6���DQG�0DF0LOODQ��,��&����������*DLQLQJ�&RPSHWLWLYH�$GYDQWDJH�WKURXJK�+5�
0DQDJHPHQW�3UDFWLFHV��,Q�+XPDQ�5HVRXUFH�0DQDJHPHQW��������������

6FRWW��-����������*HQGHU��$�8VHIXO�&DWHJRU\�RI�+LVWRULFDO�$QDO\VLV��,Q�$PHULFDQ�+LVWRULFDO�5HYLHZ��
������������

6PLWK��'��(����������7KH�(YHU\GD\�:RUOG�DV�3UREOHPDWLF��%RVWRQ��1RUWKHDVWHUQ�8QLYHUVLW\�3UHVV��

7KRPDV��$��%����������'RHV�OHDGHUVKLS�PDNH�D�GLIIHUHQFH�LQ�RUJDQL]DWLRQDO�SHUIRUPDQFH"�,Q�
$GPLQLVWUDWLYH�6FLHQFH�4XDUWHUO\�����������������

7VDQJ��0�&���5XPEHUJHU��5�:���DQG�/HYLQ��+�0����������7KH�,PSDFW�RI�6XUSOXV�6FKRROLQJ�RQ�:RUNHU�
3URGXFWLYLW\��,Q�,QG5HODW������������

:HVW��&��DQG��'RQ�+��=����������6PDOO�,QVXOWV��$�6WXG\�RI�,QWHUUXSWLRQV�LQ�&RQYHUVDWLRQV�EHWZHHQ�
8QDFTXDLQWHG�3HUVRQV��,Q�/DQJXDJH��*HQGHU�DQG�6RFLHW\��HGLWHG�E\�%��7KRUQH��&��.UDPHUDH��DQG�
1��+HQOH\��5RZOH\��0$��1HZEXU\�+RXVH��

:RUOG�%DQN���������(GXFDWLRQ�6HFWRU�6WUDWHJ\��:DVKLQJWRQ��'��&��:RUOG�%DQN��

:ULJKW��3��0���0F0DKDQ��*�&���DQG�0F:LOOLDPV��$����������+XPDQ�5HVRXUFHV�DQG�6XVWDLQHG�
&RPSHWLWLYH�$GYDQWDJH��$�5HVRXUFH�EDVHG�3HUVSHFWLYH��,Q�,QWHUQDWLRQDO�-RXUQDO�RI�+XPDQ�
5HVRXUFH�0DQDJHPHQW����������������
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$FFHOHUDWLQJ�WKH�)LJKW�$JDLQVW�&RUUXSWLRQ�LQ�8JDQGD��6WUHQJWKHQLQJ�
WKH�&RDOLWLRQ�%HWZHHQ�$QWL�&RUUXSWLRQ�$JHQFLHV�DQG�WKH�0HGLD
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8JDQGD�0DQDJHPHQW�,QVWLWXWH

$EVWUDFW�

7KLV� DUWLFOH� VHHNV� WR� H[DPLQH� KRZ� WKH� PHGLD� FRQWULEXWHV� WR� FRUUXSWLRQ�� WKH� QHHG� WR�
UHSRUW�RQ�FRUUXSWLRQ�ZLWK�LQWHQW�WR�FUHDWH�DZDUHQHVV�DV�D�SUHYHQWLYH�PHDVXUH��DQG�KRZ�
WKH� PHGLD� FDQ� SDUWQHU� ZLWK� DQWL�FRUUXSWLRQ� DJHQFLHV� WR� DFFHOHUDWH� WKH� ¾�JKW� DJDLQVW�
FRUUXSWLRQ�LQ�8JDQGD�,Q�RUGHU�WR�DFKLHYH�WKHVH�REMHFWLYHV��WKH�DUWLFOH�XVHG�GRFXPHQWDU\�
DQDO\VLV��OLWHUDWXUH�UHYLHZ�DQG�LQWHUYLHZV��7KH�DUJXPHQW�LQ�WKH�DUWLFOH�LV�WKDW�WKH�PHGLD�
KDV�D�ELJ�UROH�WR�SOD\�LQ�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ��EHJLQQLQJ�ZLWK�DFNQRZOHGJLQJ�WKDW�
WKHUH�LV�PDQLIHVWDWLRQ�RI�FRUUXSWLRQ�SUDFWLFHV�°�FDVK�IRU�QHZV��VWDJHG�RU�IDNH�QHZV��JLIWV�
DQG�DGYHUWLVHPHQW��QHSRWLVP�DQG�PHGLD�FDSWXUH��7KHUHIRUH�WKH�PHGLD�KDV�WR�RYHUFRPH�
FRUUXSWLRQ�ZLWKLQ�LWV�RZQ�UDQNV��2WKHU�PHDQV�WKURXJK�ZKLFK�WKH�PHGLD�FDQ�FRQWULEXWH�
WRZDUGV�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�LQFOXGH�ERWK�WDQJLEOH�DQG�LQWDQJLEOH�ZD\V��,W�DOVR�
HPSKDVL]HV�WKDW�WKHUH�LV�XUJHQW�QHHG�IRU�WKH�PHGLD�WR�SDUWLFLSDWH�LQ�FRUUXSWLRQ�SUHYHQWLRQ��
WKURXJKWKH�ODXQFKLQJ�RI�LQYHVWLJDWLRQ�E\�DXWKRULWLHV��WKH�VFUDSSLQJ�RI�ODZV�RU�SROLFLHV�
SURPRWLQJ� RSSRUWXQLWLHV� IRU� FRUUXSWLRQ�� WKH� LPSHDFKPHQW� RU� IRUFHG� UHVLJQDWLRQ� RI�
FRUUXSW�SROLWLFLDQV��WKH�¾�ULQJ�RI�RI¾�FLDOV��WKH�ODXQFKLQJ�RI�MXGLFLDO�SURFHHGLQJV��DQG�VLQFH�
WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�LV�D�FROOHFWLYH�UHVSRQVLELOLW\��WKHQ�WKH�PHGLD�KDV�WR�SDUWQHU�
ZLWK�DQWL�FRUUXSWLRQ�DJHQFLHV�WR�DFFHOHUDWH�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�LQ�8JDQGD��:H�
FDQQRW�LJQRUH�WKH�FULWLFDO�UROH�RI�WKH�PHGLD�LQ�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ��DQG�WRJHWKHU�
WKH�YDULRXV�DFWRUV�FDQ�FXUE�FRUUXSWLRQ�LQ�WKH�FRXQWU\�WKURXJK�D�FRDOLWLRQ�RI�ZLOOLQJ�DQWL�
FRUUXSWLRQ�FUXVDGHUV��

.H\�ZRUGV��� 8JDQGD��FRUUXSWLRQ��PHGLD��SUHYHQWLRQ��FROOHFWLYH�UHVSRQVLELOLW\

,QWURGXFWLRQ�

7KH�PHGLD�LV�RIWHQ�UHIHUUHG�WR�DV�WKH�IRXUWK�HVWDWH�RU�SLOODU�LQ�D�GHPRFUDF\SROLW\��,W�SOD\V�D�
FULWLFDO� UROH�DV�D�ZDWFKGRJ��DJHQGD�VHWWHU�DQG�JDWHNHHSHU��7KH�PHGLD� IUDPHV� WKH�GLVFXVVLRQ�
DERXW�FRUUXSWLRQ�DV�D�SXEOLF�SUREOHP��VXJJHVWV�VROXWLRQV�WR�FXUELQJ�FRUUXSWLRQ��OHQGV�YRLFH�WR�
D�ZLGH�UDQJH�RI�SHUVSHFWLYHV�DQG�DUJXPHQWV��DQG�HPSRZHUV�FLWL]HQV�WR�¾�JKW�FRUUXSWLRQ��9DULHG�
VWXGLHV�KDYH�VKRZQ�D�VWURQJ�SRVLWLYH�FRUUHODWLRQ�EHWZHHQ�IUHHGRP�RI�WKH�SUHVV�DQG�FRQWURO�RI�
FRUUXSWLRQ��)DUGLJK�HW�DO���������%UXQHWWL�DQG�:HGHU���������7KH�PHGLD�LQ�8JDQGD�KDV�PDGH�
D�IXQGDPHQWDO�FRQWULEXWLRQ�WRZDUGV�¾�JKWLQJ�FRUUXSWLRQ�WRR�LQ�YDULRXV�ZD\V��DQG�FDQ�VWLOO�GR�D�
JRRG�MRE�E\�XQYHLOLQJ�FRUUXSWLRQ��+RZHYHU��LW�KDV�DOVR�EHHQ�REVHUYHG�WKDW�DV�IDU�DV�FRUUXSWLRQ�
LV� FRQFHUQHG�� QR� RQH� LV� LQQRFHQW� DQG� WKH�PHGLD� LV� QRW� LPPXQH� WR� FRUUXSWLRQ�� 6R�� WKHUH� LV�
QHHG� IRU� WKH�YDULRXV� DFWRUV� WR�ZRUN� WRJHWKHU� WR� DFFHOHUDWH� WKH�¾�JKW� DJDLQVW� FRUUXSWLRQ� DV� D�
FROOHFWLYH�UHVSRQVLELOLW\��$IWHU�DOO��WKH�SXEOLF�SHUFHSWLRQ�LQ�8JDQGD�LV�WKDW�FRUUXSWLRQ�LV�KHDYLO\�
HQWUHQFKHG�LQ�VRFLHW\�DQG�KDV�WR�EH�FXUEHG��,QVSHFWRUDWH�RI�*RYHUQPHQW���������7KLV�DUWLFOHKDV�
¾�YH�VHFWLRQV�DIWHU� WKH� LQWURGXFWLRQ�� WKH�¾�UVW� VHFWLRQ�GHWDLOV� WKH� UHVHDUFK�PHWKRGRORJ\�XVHG��
7KH�VHFRQG�VHFWLRQ�VHHNV�WR�VKHG�OLJKW�RQ�FRUUXSWLRQ�LQ�WKH�PHGLD�DQG�KRZ�LW�FDQ�EH�IRXJKW��
7KH�WKLUG�VHFWLRQ�VHHNV�WR�DQVZHU�WKH�TXHVWLRQ�°�&DQ�WKH�PHGLD�FRQWULEXWH�WR�WKH�¾�JKW�DJDLQVW�
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FRUUXSWLRQ"�,I�VR�KRZ"7KH�IRXUWK�VHFWLRQ�IRFXVHV�RQ�6WHSV�WRZDUG�IRUPLQJ�D�FRDOLWLRQ�EHWZHHQ�
DQWL�FRUUXSWLRQ�DJHQFLHV��$&$V��DQG�WKH�PHGLD�WR�DFFHOHUDWH�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�LQ�
8JDQGD�DQG�WKH�ODVW�VHFWLRQ�LV�WKH�FRQFOXVLRQ��:H�DUH�WKXV�JRLQJ�WR�ORRN�DW�HDFK�VHFWLRQ�LQ�WXUQ�

0HWKRGV

7KH� VWXG\� LV� D� TXDOLWDWLYH� H[SORUDWRU\� VWXG\�� ,W� UHOLHV� KHDYLO\� RQ� D� QXPEHU� RI� GRFXPHQWV�
LQFOXGLQJ�QHZVSDSHU�VWRULHV��UHSRUWV�RQ�PHGLD�ZRUN��DQG�UHSRUWV�IURP�LQWHUQDWLRQDO�ERGLHV�OLNH�
7UDQVSDUHQF\�,QWHUQDWLRQDO��DQG�SUHYLRXV�VWXGLHV��$�WRWDO�RI����LQWHUYLHZV�ZHUH�DOVR�FDUULHG�
RXW��DQG� WKH�SDUWLFLSDQWV�ZHUH�VHOHFWHG� WKURXJK�VQRZEDOO�VDPSOLQJ�� WKH�SDUWLFLSDQWV� LQFOXGH�
RI¾�FLDOV� IURP� DQWL�FRUUXSWLRQ� DJHQFLHV� �3ROLFH�� ,QVSHFWRUDWH� RI� *RYHUQPHQW� DQG� $XGLWRU�
*HQHUDO���PHPEHUV�RI�SDUOLDPHQW��MRXUQDOLVWV�DQG�HGLWRUV��WUDLQHUV�RI�MRXUQDOLVWV��GHYHORSPHQW�
SDUWQHUV��JRYHUQPHQW�RI¾�FLDOV�DQG�WKH�FLYLO�VRFLHW\��7KH�GDWD�ZDV�DQDO\]HG�WKURXJK�D�QXPEHU�
RI� WHFKQLTXHV�� FODVVL¾�FDWLRQ�� FRQVWDQW� FRPSDULVRQ�� ORJLFDO� DQDO\VLV�� GLVFRXUVH� DQDO\VLV� DQG�
QDUUDWLYH�DQDO\VLV��&DUH�ZDV�WDNHQ�WR�HQVXUH�WKDW�WKH�HWKLFDO�YDOXHV�RI�EHQH¾�FHQFH��MXVWLFH�DQG�
UHVSHFW�IRU�SHUVRQ�ZHUH�XSKHOG��7KLV�ZDV�GRQH�WKRXJK�DOORZLQJ�IUHH�SDUWLFLSDWLRQ�DQG�H[LW��
QRQ�GLVFORVXUH�RI�VRXUFHV�RI�LQIRUPDWLRQ�DQG�LQIRUPHG�FRQVHQW�

&RUUXSWLRQ�LQ�WKH�0HGLD�

$FFRUGLQJ� WR� WKH� ,QVSHFWRUDWH� RI� *RYHUQPHQW� )RXUWK�$QQXDO� 5HSRUW�� ������ FRUUXSWLRQ� LQ�
8JDQGD�LV�ZLGHVSUHDG�DQG�LV�D�PDMRU�FRQVWUDLQW�RQ�HFRQRPLF�GHYHORSPHQW�DQG�FDXVH�RI�SRYHUW\�
LQ�8JDQGD��7KH�SXEOLF�SHUFHSWLRQ�LV�WKDW�FRUUXSWLRQ�LV�KHDYLO\�HQWUHQFKHG�LQ�VRFLHW\�DQG�KDV�
WR�EH�FXUEHG��&RUUXSWLRQ�KDV�EHHQ�YDULRXVO\�GH¾�QHG��WKH�VLPSOHVW�GH¾�QLWLRQ�EHLQJ�WKH�DEXVH�
RI�SXEOLF�SRZHU�IRU�SHUVRQDO�JDLQ�RU�IRU�WKH�EHQH¾�W�RI�D�JURXS�WR�ZKLFK�RQH�RZHV�DOOHJLDQFH��
,W�RFFXUV�ZKHQ�SXEOLF�RI¾�FH�LV�DEXVHG�E\�DQ�RI¾�FLDO�DFFHSWLQJ��VROLFLWLQJ��RU�H[WRUWLQJ�D�EULEH�
�/DQJVHWK��6WDSHQKXUVWDQG	�3RSH���������

,Q�8JDQGD� WKH�PHGLD� LV� IDFHG�ZLWK� D� QXPEHU� RI� IDFWRUV� WKDW�PD\� IRPHQW� FRUUXSWLRQ��
7KHVH�LQFOXGH�ODFN�RI�MRXUQDOLVWLF�VNLOOV��XQSURIHVVLRQDOLVP��OLPLWHG�IXQGLQJ��LQDGHTXDWH�DQG�
XQGHPRFUDWLF� OHJDO� IUDPHZRUNV��$V�D�FRQVHTXHQFH�� VRPH� MRXUQDOLVWV� DQG�PHGLD�KRXVHV�DUH�
QRWLPPXQL]HG�DJDLQVW�FRUUXSWLRQ���(OVHZKHUH��WKHUH�DUH�PDQ\�H[DPSOHV�RI�MRXUQDOLVWV��HGLWRUV�
DQG�PHGLD�KRXVHV�DFFHSWLQJ�EULEHV�DQG�SXEOLVKLQJ�SDLG�PDWHULDO�GLVJXLVHG�DV�QHZV�VWRULHV��RU�
H[WRUWLQJ�PRQH\�HLWKHU�IRU�SXEOLVKLQJ�IDYRUDEOH�VWRULHV�RU�IRU�QRW�SXEOLVKLQJ�GDPDJLQJ�RQHV�
�5LVWRZ���������2WKHU�W\SHV�RI�FRUUXSWLRQ�LQ�WKH�PHGLD�LQFOXGH�FDVK�IRU�QHZV��VWDJHG�RU�IDNH�
QHZV��JLIWV�DQG�DGYHUWLVLQJ��QHSRWLVP��DQG�PHGLD�FDSWXUH�

&DVK�IRU�1HZV

7KH�FRQFHSW�RI�²FDVK�IRU�QHZV�FRYHUDJH³�LV�ZKHUH�MRXUQDOLVWV�DJUHH�WR�SXEOLVK�SRVLWLYH�QHZV�
DJDLQVW�SD\PHQWV��7KLV� LV�GRQH� LQ�D�QXPEHU�RI�ZD\V�����DW� WKH� LQWHUSHUVRQDO� OHYHO�°�ZKHUH�
FDVK�LV�KDQGHG�GLUHFWO\�WR�WKH�MRXUQDOLVW�E\�D�QHZV�VRXUFH�����DW�WKH�LQWUD�RUJDQL]DWLRQDO�OHYHO�
��ZKHUH�WKH�HGLWRU�WHOOV�WKH�MRXUQDOLVW�ZKDW�WR�ZULWH�RU�QRW�ZULWH��GXH�WR�VRPH�VRUW�RI�LQWHUQDO�
SUHVVXUH�VXFK�DV�IURP�DGYHUWLVLQJ��DQG����DW�WKH�LQWHU�RUJDQL]DWLRQDO�OHYHO��ZKHUH�WKHUH�FDQ�EH�
IDLUO\�IRUPDO�DUUDQJHPHQWV��DQG�HYHQ�D� OHJDO�FRQWUDFW�XQGHU�ZKLFK�D�FRPSDQ\�SD\V�D�QHZV�
RUJDQL]DWLRQ�D�PRQWKO\�DPRXQW�LQ�H[FKDQJH�IRU�KDYLQJ�D�FHUWDLQ�QXPEHU�RI�DUWLFOHV�SXEOLVKHG�
DERXW�WKDW�FRPSDQ\��5LVWRZ���������,Q�8JDQGD��ZH�KDYH�ODEHOHG�LW�WKH�.KDNL��%URZQ��(QYHORSH�
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6\QGURPH��7ZR�\HDUV�DJR��WZR�'DLO\�0RQLWRU�KHDGOLQHV�²-RXUQDOLVWV�DUUHVWHG�RYHU�H[WRUWLRQ³�
DQG�²0RUH�8JDQGDQ�-RXUQDOLVWV�$UUHVWHG�LQ�DOOHJHG�([WRUWLRQ³� DWWHVW�WR�WKLV�SKHQRPHQRQ��7KH�
KRSH�LV�WKDW�LW�LV�QRW�ZLGHVSUHDG�

6WDJHG�RU�IDNH�QHZV

,W� LV� DOVR�SRVVLEOH� IRU� VRPH� MRXUQDOLVWV� WR�ZRUN� LW� RXW�ZLWK� VRPH�QHZV� VRXUFHV� DQG�HQG�XS�
SXEOLVKLQJ�IDNH�RU�VWDJHG�QHZV��7KLV�FDQ�EH�LQ�IRUP�RI�H[DJJHUDWHG�FRPPHQWV�IURP�FRQVXPHUV�
RI� D� SURGXFW�� H[DJJHUDWHG� QXPEHUV� RI� SHRSOH� DWWHQGLQJ� DSROLWLFDO� UDOO\� DQG� VXSSRUW� IRU� D�
SROLWLFLDQ�

*LIWV�DQGDGYHUWLVHPHQWV

*LYLQJ�JLIWV�DQG�SODFLQJ�DGYHUWLVHPHQWV�DV�PHGLD�FRUUXSWLRQ�RIWHQ�UHVXOWV�IURP�WKH�ZLGHVSUHDG�
FROOXVLRQ� EHWZHHQ� MRXUQDOLVWV� DQG� SXEOLF� UHODWLRQV� DQG� DGYHUWLVLQJ� RUJDQL]DWLRQV� �6SHQFH��
�������)RU�H[DPSOH��VRPH�PHGLD�RUJDQL]DWLRQV�UHSRUW�RQ�WKH�JURZLQJ�WUHQG�RI�SXEOLF�UHODWLRQV�
FRPSDQLHV� XVLQJ� SVHXGR� LQGHSHQGHQW� DQG� REMHFWLYH� QHZV� UHOHDVH� WR� SURPRWH� WKHLU� FOLHQWVµ�
SURGXFWV��6LPLODU�WR�VXFK�PHGLD�UHOHDVH��WKH�SUDFWLFH�RI�FDVK�IRU�FRPPHQW�LQYROYHV�SUHVHQWLQJ�
SDLG� DGYHUWLVHPHQW� DV� HGLWRULDO� FRPPHQW� RU� RSLQLRQ� �6SHQFH�� ������� ,Q�8JDQGD�� FXUUHQWO\��
WKHUH�DUH�PDQ\�35�DQG�DGYHUWLVLQJ¾�UPV�ZKLFK�DUH�RZQHG�E\�IRUPHU�MRXUQDOLVWV��7KH\�NQRZ�WKH�
LQGXVWU\�LQ�DQG�RXW�DQG�LI�QRW�ZHOO�PDQDJHG��FDQ�EH�D�YHKLFOH�IRU�SURPRWLQJ�FRUUXSWLRQ�LQ�WKH�
PHGLD��/DVWO\��WKHUH�LV�DOVR�DUP�WZLVWLQJ�IURP�PDMRU�DGYHUWLVHUV�VXFK�DV�ELJ�EXVLQHVV�HPSLUHV�
DQG�WKH�JRYHUQPHQW�

1HSRWLVP

1HSRWLVP� LQ� WKH� QHZVURRPV�PD\�RFFXU�ZKLOH� KLULQJ� RU�¾�ULQJ� VWDII� RU� SXEOLVKLQJ� D� IHDWXUH�
DUWLFOH�� ,Q� WKH�8QLWHG�.LQJGRP�� IRU� LQVWDQFH�� ²PHGLD� LV� ULIH�ZLWK� QHSRWLVP�� 3DUHQWV� VHFXUH�
LQWHUQVKLSV�DQG�HYHQ�WHHQ�FROXPQV�IRU�WKHLU�VWXGHQW�RIIVSULQJV³��&RUNLQGDO���������7KH�H[WHQW�
WR�ZKLFK�ZH�KDYH�QHSRWLVP�LQ�WKH�8JDQGDQ�PHGLD�LV�DQ�HPSLULFDO�TXHVWLRQ�WKDW�ZH�QHHG�WR�
LQYHVWLJDWH�

0HGLD�FDSWXUH

$OO�WKRVH�WKDW�ZDQW�WR�VKDSH�SXEOLF�RSLQLRQ�IRU�SULYDWH�RU�SROLWLFDO�LQWHUHVWV�ORRN�DW�WKH�PHGLD�
DV�WKH�NH\�WR�WKDW��,W�LV�OLNHO\�WKDW�ORZ�VDODULHV�PDNH�MRXUQDOLVWV�PRUH�VXVFHSWLEOH�WR�DFFHSWLQJ�
EULEHV��DQG�DQ�LQGLYLGXDO�ZLWK�D�ORZ�VDODU\�ZLOO�EHQH¾�W�PRUH�IURP�D�JLYHQ�EULEH�WKDQ�RQH�ZLWK�
D�KLJKHU�VDODU\��.OLWJDDUG���������,W�LV�REVHUYHG�WKDW�MRXUQDOLVWV�DUH�QRW�ZHOO�SDLG��DQG�DUH�WKXV�
VXVFHSWLEOH�WR�FDSWXUH��0RUHRYHU��PRVW�MRXUQDOLVWV�KDYH�OLPLWHG�SRVVLELOLWLHV�RI�DGYDQFHPHQW�
LQ�WKH�KLHUDUFK\��DQG�WKLV�PDNHV�FRUUXSWLRQDWWUDFWLYH�

)LJKWLQJ�PHGLD�FRUUXSWLRQ

)LJKWLQJ�FRUUXSWLRQ�LQ�WKH�PHGLD�LQFOXGHV�UDLVLQJ�DZDUHQHVV�RI�HWKLFDO�VWDQGDUGV��VWUHQJWKHQLQJ�
PHGLD�LQGHSHQGHQFH�WKURXJK�DGHTXDWH�PHGLD�SROLFLHV��SURPRWLQJ�PHGLD�DFFRXQWDELOLW\�WKURXJK�
LQFUHDVHG� RYHUVLJKW� DQG� FRQWUROV� DV�ZHOO� DV� LQYHVWLJDWLYH� MRXUQDOLVP� WUDLQLQJ��$�QXPEHU� RI�
DFWRUVKDYH�D� IXQGDPHQWDO� UROH� WR�SOD\�PHGLDGHYHORSPHQW�RUJDQL]DWLRQV� VKRXOG��D��3URPRWH�
HWKLFV�WUDLQLQJ�DV�DQ�LQWHJUDO�SDUW�RI�SURIHVVLRQDO�VWDQGDUGV�RI�MRXUQDOLVP��ZLWK�VSHFL¾�F�WUDLQLQJ�
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RQ�ZK\�DQG�KRZ�WR�DYRLG�WDNLQJ�FDVK�IRU�QHZV�FRYHUDJH��E��6XSSRUW� WKH�FUHDWLRQ�RI�PHGLD�
DFFRXQWDELOLW\� V\VWHPV� VXFK� DV� RPEXGVPHQ� DQG� RWKHU� FRPSODLQWV�PHFKDQLVPV� WR� LQFUHDVH�
WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�RI�PHGLD�RSHUDWLRQV�$UQROG�DQG�6XPLU�������

$UQROG�DQG�6XPLU��������IXUWKHU�DUJXH�WKDW�QHZV�PHGLD�RZQHUV��PDQDJHUV��DQG�HGLWRUV�
VKRXOG��D��$GRSW��SXEOLFL]H�DQG�LPSOHPHQW�D�¾�UP�SROLF\�RI�]HUR�WROHUDQFH�IRU�DQ\�IRUP�RI�FDVK�
IRU�QHZV�FRYHUDJH°IURP�VLPSOH�²IDFLOLWDWLRQ³�SD\PHQWV� WR� UHSRUWHUV� WR�SDLG�DGYHUWLVHPHQWV�
PDVTXHUDGLQJ�DV�REMHFWLYH�QHZV��7KLV�FDQ�LQFOXGH�UHYLHZLQJ�SD\�SROLFLHV�WR�UHPRYH�LQFHQWLYHV�
IRU�MRXUQDOLVWV�WR�LQGXOJLQJ�LQ�XQHWKLFDO�SUDFWLFHV��E��$FNQRZOHGJH�WKDW�SD\�FDQ�KDYH�DQ�LPSDFW�
RQ�HWKLFV��F��&UHDWH�DFFRXQWDELOLW\�V\VWHPV�IRU�HVWDEOLVKLQJ�PRUH�WUDQVSDUHQW�UHODWLRQVKLS�ZLWK�
WKHLU�DXGLHQFHV��

7KH�3XEOLF�5HODWLRQV�$VVRFLDWLRQ�RI�8JDQGD�VKRXOG�HQFRXUDJH�WKHLU�PHPEHUV�WR�SUDFWLFH�
]HUR�WROHUDQFH��GHFOLQLQJ�WKH�VRPHWLPHV�WRR�HDV\�SDWK�RI�SD\LQJ�LQ�WKH�KRSH�RI�JHWWLQJ�WKH�EHVW�
VSLQ�RQ�WKHLU�FOLHQWVµ�VWRULHV��DQG�KHOSLQJ�WKHP�ZLWK�VWUDWHJLHV�WR�GR�VR�ZLWKRXW�KXUWLQJ�WKHLU�
EXVLQHVV�/DVWO\��ZH�FRXOG�HQFRXUDJH�PHGLD�RYHUVLJKW�DQG�DFFRXQWDELOLW\�WKURXJK�WKH�DYDLODEOH�
UHJXODWRU\�ERGLHV� WR�PRQLWRU� WKH�PHGLD�DQG�HQVXUH� WKDW�HWKLFDO�VWDQGDUGV�DUH�XSKHOG�E\� WKH�
SURIHVVLRQ��

*LYHQ�WKDW�WKH�0HGLD�LV�SURQH�WR�&RUUXSWLRQ��FDQ�LW�FRQWULEXWH�WR�WKH�¾�JKW�DJDLQVW�&RUUXSWLRQ"�

+DYLQJ�REVHUYHG�WKDW�WKH�PHGLD�LV�QRW�LPPXQH�WR�FRUUXSWLRQ��LW�LV�LPSHUDWLYH�WR�QRWH�WKDW�LW�
FDQ�SOD\�D�VLJQL¾�FDQW�UROH�LQ�FRPEDWLQJ�FRUUXSWLRQ�E\�H[SRVLQJ�DQG�UHSRUWLQJ�WKH�IDFWV�UHODWLQJ�
WR�FRUUXSWLRQ�SDUWLFXODUO\�LQ�KLJK�SODFHV��LQ�WKH�SULYDWH�DQG�LQ�WKH�SXEOLF�VHFWRU��ZLWKRXW�IHDU�
RU�IDYRXU�6R�IDU��WKH�PHGLD�LQ�WKH�&DULEEHDQ�KDV�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�DW�OHDVW�RQH�NH\�
DUHD�°�H[SRVLQJ��HGLWRULDOL]LQJ�DQG�DQDO\]LQJ�FRUUXSWLRQ�LQ�SXEOLF�FRQWUDFW�DZDUGV��LQ�DEXVH�
RI�FRUSRUDWH�SRZHU��LQ�EULQJLQJ�WR�OLJKW�H[WHUQDO�LQ¿�XHQFHV�LQ�FDPSDLJQ�¾�QDQFLQJ�DQG�SDUW\�
IXQGLQJ�DFURVV�WKH�UHJLRQ��

7KH�UROH�RI�WKH�PHGLD�LQ�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�FDQ�EH�VHHQ�LQ�WDQJLEOH�DQG�LQWDQJLEOH�
ZD\V�� 7KH� LPSDFW� RI� PHGLD� UHSRUWLQJ� RQ� FRUUXSWLRQ� FDQ� EH� ²WDQJLEOH³� DQG� ²LQWDQJLEOH³�
�6WDSHQKXUVW�� ������� ,W� LV� WDQJLEOH�ZKHQ� VRPH� VRUW� RI� YLVLEOH� RXWFRPH� FDQ� EH� DWWULEXWHG� WR�
D�SDUWLFXODU�QHZV�VWRU\�RU� VHULHV�RI� VWRULHV±IRU� LQVWDQFH�� WKH� ODXQFKLQJ�RI� LQYHVWLJDWLRQ�E\�
DXWKRULWLHV�� WKH�VFUDSSLQJ�RI�D� ODZ�RU�SROLF\�SURPRWLQJ�RSSRUWXQLWLHV�IRU�FRUUXSWLRQ�� IRUFHG�
UHVLJQDWLRQ� RI� D� FRUUXSW� SROLWLFLDQ�� WKH� ¾�ULQJ� RI� DQ� RI¾�FLDO�� DQG� WKH� ODXQFKLQJ� RI� MXGLFLDO�
SURFHHGLQJV��,W�LV�LQWDQJLEOH�ZKHQ�FKHFNV�RQ�FRUUXSWLRQ�DULVH�IURP�WKH�EURDGHU�VRFLDO�FOLPDWH�RI�
HQKDQFHG�SROLWLFDO�SOXUDOLVP��HQOLYHQHG�SXEOLF�GHEDWH�DQG�D�KHLJKWHQHG�VHQVH�RI�DFFRXQWDELOLW\�
DPRQJ�SROLWLFLDQV��SXEOLF�ERGLHV�DQG�LQVWLWXWLRQV�WKDW�DUH�LQHYLWDEO\�WKH�E\�SURGXFW�RI�D�KDUG�
KLWWLQJ��LQGHSHQGHQW�QHZV�PHGLD�

)LJKWLQJ�FRUUXSWLRQ�WKURXJK�LQYHVWLJDWLYHMRXUQDOLVP

,QYHVWLJDWLYH�MRXUQDOLVP�FDQ�KHOS�DV�D�SRZHUIXO�WRRO�WR�¾�JKW�FRUUXSWLRQ�DQG�XQFRYHU�FRUUXSWLRQ�
LQ�WKH�PHGLD��)RU�LQVWDQFH�0DNHUHUH�8QLYHUVLW\�ZLWK�WKH�VXSSRUW�IURP�*,=�KDV�EHHQ�EXLOGLQJ�
FDSDFLW\�LQ�LQYHVWLJDWLYH�MRXUQDOLVP��DQG�$IULFDQ�&HQWUH�IRU�0HGLD�([FHOOHQFH��$&0(��RIIHUV�
DQ�LQYHVWLJDWLYH�UHSRUWLQJ�JUDQW�
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,QYHVWLJDWLQJ�DQG�H[SRVLQJ�FRUUXSW�RI¾�FLDOV�DQG�RI¾�FH�KROGHUV

:KHQ�FRUUXSW�RI¾�FLDOV�DUH�H[SRVHG��WKLV�PD\�SURPSW$&$V�WR�LQLWLDWH�IRUPDO�LQYHVWLJDWLRQV�LQWR�
WKH�UHSRUWHG�DOOHJDWLRQV�RI�FRUUXSWLRQ��)XUWKHUPRUH��WKHPHGLD�GLVVHPLQDWHV�$&$�¾�QGLQJV��WKXV�
UHLQIRUFLQJ�WKH�OHJLWLPDF\�RI�$&$V�DQG�SXWWLQJ�WKRVH�ZKR�KROG�SRZHU�DQG�ZLVK�WR�LPSOHPHQW�
WKHLU�FRUUXSW�ZLVKHV�RQ�FKHFN�

3URPSWLQJ�LQYHVWLJDWLRQV�E\�RI¾�FLDO�ERGLHV

,Q�8JDQGD�� IRU� LQVWDQFH�� WKH� SXUFKDVH� RI� ²MXQN� KHOLFRSWHUV³� VWRU\�ZDV�¾�UVW� EURNHQ� E\� WKH�
1HZ�9LVLRQ�LQ������7KLV�OHG�WR�D�MXGLFLDO�FRPPLVVLRQ�RI�LQTXLU\�LQ������WR�LQYHVWLJDWH�ZKLFK�
UHFRPPHQGHG�WKDW�VHYHUDO�RI¾�FLDOV��LQFOXGLQJ�*HQ��6DOLP6DOHK�DQG�&RORQHO�.L]]D�%HVLJ\H��EH�
WULHGIRU�FRUUXSWLRQ��7KH�FDELQHW�DOVR�GLUHFWHG�WKDW�WKH�LPSOLFDWHG�DUP\�RI¾�FHUV�VKRXOG�IDFH�DQ�
DUP\�FRXUW�PDUWLDO��8QIRUWXQDWHO\��QHLWKHU�WKH�FRPPLVVLRQµV�UHSRUW�QRUWKH�¾�QGLQJV�RI�WKH�FRXUW�
PDUWLDO�ZHUH�HYHU�PDGH�SXEOLF��EXW�WKH�PHGLD�GLG�LWV�UROH��*OREDO�&RUUXSWLRQ�5HSRUW��������

5HLQIRUFLQJ�WKH�ZRUN�DQG�OHJLWLPDF\�RI�WKH�VWDWHµV�DQWL�FRUUXSWLRQ�ERGLHV

-RXUQDOLVWV� KDYH� D� V\PELRWLF� UHODWLRQVKLS�ZLWK�$&$V� WKDW� LQYHVWLJDWH� RU� SURVHFXWH� FRUUXSW�
RI¾�FLDOV�� ,W� LV� DW� WLPHV� D� WUDQVDFWLRQDO� UHODWLRQVKLS� DQG� LQVWUXPHQWDO� LQ� YDOXH�� ZKHUHE\�
MRXUQDOLVWVµ�EHQH¾�WV� DUH� LQ� WHUPV�RI� VWURQJ��GUDPDWLF� VWRULHV�DQG�$&$V�KDYH� WKHLU� DFWLYLWLHV�
UHSRUWHGRQ��$GGLWLRQDOO\�� WKH�SXEOLFLW\�PD\� HQFRXUDJH�ZLWQHVVHV� WR� GR�ZURQJ� DQG� LQ� VRPH�
FDVHV�PRELOL]HWKH�SXEOLF�SUHVVXUH�IRU�FRUUXSW�RI¾�FLDOV�WR�EH�KHOGWR�DFFRXQW�

6WUHQJWKHQLQJ�DQWL�FRUUXSWLRQ�ERGLHV�E\�H[SRVLQJ�WKHLU�¿�DZV

2QH�RI� WKH�NH\� DVVHWV� IRU� D� MRXUQDOLVW� LV� WKH� VRXUFH��+RZHYHU�� MRXUQDOLVWV�PD\�EHFRPH� WRR�
FORVH� WR� WKH�$&$V�DQG�DV�VXFK�UHIUDLQ�IURP�SXQFK\��GUDPDWLF�VWRULHV�DERXW� WKHP��0RUH�VR��
VRPH�MRXUQDOLVWV�PD\�KHVLWDWH�WR�FRQVLGHU�WKDW�WKHVH�YHU\�VRXUFHV�FDQ�WKHPVHOYHV�WXUQ�RXW�WR�EH�
FRUUXSW��RU�WDLQWHG�E\�FRUUXSWLRQ��1R�SXEOLF�ERG\±RU�SULYDWH�HQWLW\��IRU�WKDW�PDWWHU±FDQ�EH�
LPPXQH�IURP�FRUUXSWLRQ��DIWHU�DOO�

+HOSLQJ�WR�VKDSH�SXEOLF�RSLQLRQ�KRVWLOH�WR�²VOHD]H³�LQ�JRYHUQPHQW

7KH�8JDQGDQ�PHGLD� KDV� GRQH� D� ORW� LQ� UHSRUWLQJ� VOHD]H� LQ� JRYHUQPHQW�� )RU� LQVWDQFH�� TXLWH�
RIWHQ��DFFRUGLQJ� WR� WKH� ,*�� LQ������� WKH�2$*�FRQGXFWHG�D�VSHFLDO�DXGLW� LQWR�DOOHJDWLRQV�RI�
¾�QDQFLDO�LPSURSULHW\�DQG�LUUHJXODULWLHV�LQYROYLQJ�GLYHUVLRQ��IUDXG��XQDXWKRUL]HG�DSSURYDOV�RI�
SD\PHQWV�DQG�LUUHJXODU�ZLWKGUDZDOV�RI�IXQGV��$V�D�FRQVHTXHQFH�RI�WKHVH�LUUHJXODULWLHV��IXQGV�
WR�DQ�HVWLPDWHG�YDOXH�RI�8*;����ELOOLRQ�KDG�EHHQ�PLVDSSURSULDWHG�EHWZHHQ������DQG�������
,Q�������WKH�2$*�DXGLW�HVWDEOLVKHG�WKDW�D�QXPEHU�RI�¾�QDQFLDO�FRQWUROV�KDG�EHHQ�GHOLEHUDWHO\�
FLUFXPYHQWHG��UHVXOWLQJ�LQ� WKH�PLVDSSURSULDWLRQ�RI�IXQGV� WR�D�YDOXH�RI�DSSUR[LPDWHO\�8*;�
����ELOOLRQ��$OO�RI�WKHVH�FDVHV�KDYH�UHVXOWHG�LQ�ZLGHVSUHDG�PHGLD�FRYHUDJH��LQFUHDVLQJ�FLWL]HQVµ�
DZDUHQHVV� RI� WKH� VFDOH� RI� FRUUXSWLRQ� �,QVSHFWRUDWH� RI�*RYHUQPHQW�� ������ �����7KHHQVXLQJ�
XSURDU�LV�ZLGHO\�EHOLHYHG�WR�FRQWULEXWH�WR�SXEOLF�GLVJXVW�RYHU�²VOHD]H³�LQ�SXEOLF�OLIH�DQG�PD\�
OHDG�WR�DWWLWXGLQDO�FKDQJH�WRZDUGV�FRUUXSW�EHKDYLRU�
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3UHVVXUH�IRU�FKDQJHV�WR�ODZV�DQG�UHJXODWLRQV�WKDW�FUHDWH�D�FOLPDWH�IDYRUDEOH�WR�
FRUUXSWLRQ

+DUG�KLWWLQJ�MRXUQDOLVP�FDQ�DOVR�H[SRVH�¿�DZV�LQ�SROLF\��ODZV�RU�UHJXODWLRQV�WKDW�IRVWHU�D�FOLPDWH�
ULSH�IRU�FRUUXSWLRQ��WKXV�FUHDWLQJ�SUHVVXUH�IRU�UHIRUP��)RU�LQVWDQFH��WKH�,*�KDV�SRLQWHG�RXW�WKH�
QHHG�IRU�*RYHUQPHQW�WR�VHW�XS�WKH�/HDGHUVKLS�&RGH�7ULEXQDO�WR�IDFLOLWDWH�WKH�IXOO�LPSOHPHQWDWLRQ�
RI� WKH� /HDGHUVKLS� &RGH� $FW� ������ 6HFRQG�� WKH� SDVVDJH� RI� WKH� $QWL�&RUUXSWLRQ$PHQGPHQW�
%LOO� ����� FRQWDLQVD� FODXVH� WR� IDFLOLWDWH� WKH� UHFRYHU\� RIPLVDSSURSULDWHG� IXQGV� DQG� DVVHWV��
7KHLQWURGXFWLRQ� RI� D� ODZ� WKDW� HPSRZHUVDQWL�FRUUXSWLRQ� LQVWLWXWLRQV� WR� FRQ¾�VFDWHDVVHWV� DQG�
WR� UHFRYHU�PLVDSSURSULDWHGIXQGV�ZLOO� DFW� DV� D� VWURQJ�GLVLQFHQWLYHWR� WKRVH�ZKR�PD\�HQJDJH� LQ�
FRUUXSWSUDFWLFHV�� $GGLWLRQDOO\�� *RYHUQPHQW� VKRXOG� VHW� XS� WKH/HDGHUVKLS� &RGH� 7ULEXQDO� WR�
IDFLOLWDWHWKH�IXOO�LPSOHPHQWDWLRQ�RI�WKH/HDGHUVKLS�&RGH�$FW�������DQG�DOVR�JRYHUQPHQW�VKRXOG�
FRQVLGHU�WKHEHQH¾�WV�RI�LPSOHPHQWLQJ�WKH([WUDFWLYH�,QGXVWULHV�7UDQVSDUHQF\,QLWLDWLYH��(,7,���7KH�
PHGLD�VKRXOG�WKXV�FKDPSLRQ�WKH�FDPSDLJQ�WR�SRSXODUL]H�WKHVH�UHFRPPHQGDWLRQV�IURP�WKH�,*�

$QWLFLSDWLRQ�RI�DGYHUVH�PHGLD�SXEOLFLW\�SURPSWLQJ�D�SUHHPSWLYH�UHVSRQVH

-RXUQDOLVWV�QRVLQJ� IRU�QHZV�DQG�SURGGLQJ�HYHQ� LQ� WKH�DEVHQFH�RI�HYLGHQFH�PD\� OHDG� WR� WKH�
JHQHUDWLRQ�RI�VWRULHV�IURP�WKH�DIIHFWHG��-RXUQDOLVWV�VKRXOG�EH�YLJRURXV�LQ�FKDVLQJ�VWRULHV�DQG�
SURPSWLQJ�VRXUFHV�WR�FRPH�XS�ZLWK�UHVSRQVHV��7KH\�FDQ�DV�ZHOO�ZRUN�ZLWK�WKH�$&$V�WR�JHW�RXW�
VWRULHV�WKDW�DUH�VWLOO�FRRNLQJ��DQG�DOVR�UHSUHVHQW�ZHOO�WKH�VRXUFHV�

6WHSV�WRZDUG�IRUPLQJ�D�FRDOLWLRQ�EHWZHHQ�$QWL�&RUUXSWLRQ�$JHQFLHV��$&$V��DQG�
WKH�0HGLD�WR�DFFHOHUDWH�WKH�)LJKW�DJDLQVW�&RUUXSWLRQ�LQ�8JDQGD

/DUJHO\�GUDZLQJ� IURP�%\UQH��$UQROG�� DQG�1DJDQR� �������DQG�$UQROG�DQG�6XPLU� �������� ,�
SURSRVH�WKH�IROORZLQJ�

)LUVW��WKHUH�LV�QHHG�WR�VSHFLI\�WKH�LVVXH��,W�LV�QHFHVVDU\�IRU�WKH�$&$V��WKURXJK�D�QXPEHU�RI�
DYHQXHV��WR�FOHDUO\�GH¾�QH�WKHLU�REMHFWLYHV�LQ�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�WR�DFKLHYH�DQ�HIIHFWLYH�
PHGLD� FDPSDLJQ��7KH� LVVXH�GHWHUPLQHV�ZKLFK�PHGLD� DUH�PRVW� UHOHYDQW�� SHWW\� FRUUXSWLRQ� LV�
OLNHO\� WR� EH� DQ� LVVXH� RI� WKH� ORFDO� PHGLD�� ZKLOH� JUDQG� FRUUXSWLRQ�PLJKW�PRUH� VXFFHVVIXOO\�
WDUJHWHG�WKURXJK�WKH�HOLWH�PHGLD��6RFLDO�PHGLD�FRPSOHPHQW�DOO�PHGLD�FDPSDLJQV�

6HFRQG��0DS�UHODWLRQVKLSV�DQG�VWDNHKROGHUV��(DFK�PHGLD�KRXVH�KDV�VRPH�ZHOO�NQRZQ�
MRXUQDOLVWV�ZKRVH�SDVVLRQ�RU�DVVLJQPHQW�LV�WR�FRYHU�FRUUXSWLRQ��7KH�$&$V�QHHG�WR�IDPLOLDUL]H�
WKHPVHOYHV�ZLWK�HGLWRUV�WKDW�KDYH�D�UHSXWDWLRQ�WR�UHYHDO�FRUUXSWLRQ�LQ�WKHLU�QHZV�RXWOHWV��:KLOH�
SUR¾�OLQJ�WKH�PHGLD�WR�UHO\�RQ��VXFK�YDULDEOHV�PD\�EH�XVHIXO��WKH�SODFH�RI�WKH�PHGLD�SUDFWLWLRQHUV�
LQ�WKH�QDWLRQDO�SRZHU�KLHUDUFK\��GHGLFDWHG��NQRZOHGJHDEOH��DQG�HDJHU�WR�UHYHDO�FRUUXSWLRQ�DQG�
KDV�VRPH�SXEOLF�FORXW�

7KLUG��)RUP�WKH�FRDOLWLRQ��,GHQWLI\LQJ�PHGLD�SDUWQHUVLVRQH�WKLQJ��DQG�ZLQQLQJ�WKHP�RYHU�
WR�MRLQ�WKH�FRDOLWLRQ�LV�DQRWKHU��0HGLD�SDUWQHUV�KDYH�WR�EH�FRQYLQFHG�WKDW�LW�LV�LQ�WKHLU�LQWHUHVW�
WR�FRYHU�DQG�FULWLFL]H�FRUUXSWLRQ��7KH�$&$V�QHHG�WR�FRQGXFW�EDFNJURXQG�FRQYHUVDWLRQV��KRVW�
PHGLD�EUHDNIDVWV��DQG�FRPH�XS�ZLWK�MRLQW�&65�SURMHFWV�DV�LQVWUXPHQWV�WR�LQIRUP�MRXUQDOLVWV�
DERXW�WKH�RQJRLQJ�DQWL�FRUUXSWLRQ�HIIRUWV�DQG�DOVR�DV�D�ZD\�WR�IRUJH�UHODWLRQVKLSV�RI�PXWXDO�
EHQH¾�W�
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)RXUWK��6XVWDLQ� WKH�FRDOLWLRQ��$QWL�FRUUXSWLRQ�FRDOLWLRQV�ZLWK� WKH�PHGLD�VKRXOG�QRW�EH�
OLPLWHG�WR�DQ�LVVXH�RU�HYHQW��,W�VKRXOG�EH�FRQWLQXRXV�WKURXJK��IRU�LQVWDQFH��UHJXODU�PHHWLQJV��
$&$V�EHFRPLQJ�UHOLDEOH�VRXUFHV�RI�VWRULHV�DQG�FR�KRVWHG�HYHQWV�

+RZHYHU��ZKHQ� IRUPLQJ� D�SDUWQHUVKLS�ZLWK� WKH�PHGLD�� VRPH�FRQVWUDLQWV� RI� WKH�PHGLD�
LQGXVWU\�VKRXOG�EH�XQGHUVWRRG��0HGLD�SDUWQHUV�PD\�EH�JLYHQ�D�VWRU\��DQG�WKH\�GR�QRW�FRYHU�LW��
7KH�VWRU\�PD\�EH�FRYHUHG��EXW�LW�PD\�QRW�KDYH�D�ELJ�DXGLHQFH�RU�PDNH�D�ELJ�FKDQJH��7KH�PHGLD�
LQGXVWU\�RSHUDWHV�XQGHU�D�QXPEHU�RI�FRQVWUDLQWV��LQFOXGLQJ��IUHHGRP�RI�WKH�SUHVV��SURWHFWLRQ�
RI�MRXUQDOLVWV��DQG�DFFHVV�WR�LQIRUPDWLRQ��MRXUQDOLVP�FXOWXUH��MRXUQDOLVP�FDSDFLW\��FRPSHWLWLRQ�
DQG�FDSWXUH��0RWLYDWLRQ��VKRUW�PHGLD�F\FOH��DQG�WLJKW�GHDGOLQHV�

:LWK�UHJDUG�WR�IUHHGRP�RI�WKH�SUHVV��DFFRUGLQJ�WR�WKH�8+5&�UHSRUW�������LQ�WKDW�\HDU�
WKHUH�ZDV�D�FORVXUH�RI�IRXU�PHGLD�KRXVHV��LQ�WKH�ZDNH�RI�WKH�FRQWURYHUVLDO�OHWWHU�UHSRUWHGO\�
DXWKRUHG�E\�WKH�IRUPHU�FRRUGLQDWRU�RI�LQWHOOLJHQFH�VHUYLFHV��:LWK�UHJDUG�WR�WKH�SURWHFWLRQ�RI�
MRXUQDOLVWV��LQ�WKH�VDPH�\HDU�+XPDQ�5LJKWV�1HWZRUN�IRU�-RXUQDOLVWV�°�8JDQGD�GRFXPHQWHG�����
DWWDFNV�RQ�MRXUQDOLVWV��GRXEOLQJ�WKRVH�RI�������7ZR�UDGLR�MRXUQDOLVWV��%DVDMD0LYXOH�DQG�6LPRQ�
.DJJZD1MDJDOD�ZHUH� VXVSHQGHG� IURP� WKHLU� VKRZV� RQ�5DGLR� �� DQG�$NDERR]L� UHVSHFWLYHO\��
7KRPDV� 3HUH� DQG�$OH[� .XOH� GLHG�P\VWHULRXVO\�� DQG�PHGLD� SUDFWLWLRQHUV� KDYH� EHHQ� XQGHU�
SUHVVXUH�IURP�YDULRXV�VWDWH�DJHQWV�DQG�RWKHU�HOHPHQWV�WR�UHYHDO�WKHLU�VRXUFHV��6XFK�DOVR�DIIHFWV�
WKH�DFFHVV�WR�LQIRUPDWLRQ��UHJDUGOHVV�RI�WKH�OHJDO�IUDPHZRUN��,QGHHG��WKH�8+5&�IRXQG�RXW�WKDW�
WKHUH�ZHUH�VWLOO�JDSV�LQ�WKH�DFFHVV�WR�LQIRUPDWLRQ��ZKLFK�LV�WKH�GXW\�RI�WKH�VWDWH�WR�JXDUDQWHH�

-RXUQDOLVP� FXOWXUH� DOVR� YDULHV� DQG� PD\� DIIHFW� WKH� ZD\� SDUWLFXODU� MRXUQDOLVWV� EHKDYH�
DQG� UHSRUW� FRUUXSWLRQ�� ,W� KDV� EHHQ� REVHUYHG� WKDW� VRPH� MRXUQDOLVWV� FRQVLGHUWKHPVHOYHV� DV�
PRXWKSLHFHV�IRU�WKH�JRYHUQPHQW�RU�SDUWLFXODU�HQWLWLHV��7KLV�FDOOV�IRU�LQWHQVH�HQJDJHPHQW�ZLWK�
MRXUQDOLVP�DVVRFLDWLRQV�DQG�MRXUQDOLVP�VFKRROV�WR�OHW�MRXUQDOLVWV�DSSUHFLDWH�WKDW�WKH\�DUH�SLOODUV�
RI�GHPRFUDF\�

-RXUQDOLVP� FDSDFLW\� LV� VRPHWLPHV� RYHUHVWLPDWHG�� ,W� LV� WUXH� WKDW� VRPH� WKH� DELOLW\� WR�
FRQFHSWXDOL]H� FRUUXSWLRQ� DQG� XWLOL]H� LQYHVWLJDWLYH� WHFKQLTXHV� VLJQL¾�FDQWO\� LV� QRW� XQLYHUVDO��
2WKHU� WKDQ� LQYHVWLJDWLYH� MRXUQDOLVP� WHFKQLTXHV� �$&0(�� -RXUQDOLVP� 6FKRROV� HWF���� LW� LV�
KHOSIXO� WR� KDYH�ZRUNVKRSV� DQG� VHPLQDUV� WKDW� LPSURYH� RQ� VHFWRU� NQRZOHGJH�� SXEOLF� SROLF\�
DQG�DQWL�FRUUXSWLRQVWUDWHJLHV��OLNH�DW�80,��WR�KHOS�VRPH�MRXUQDOLVWV�GLVWLQJXLVK�EHWZHHQ�SHWW\�
FRUUXSWLRQ�� JUDQG� FRUUXSWLRQ�� SROLWLFDO� FRUUXSWLRQ�FROOXVLRQ� DQG� H[WRUWLRQ�� DQG� LQHI¾�FLHQF\�
$GGLWLRQDOO\�� DYHQXHV� OLNH�DQQXDO� FRQIHUHQFHV�DQG�PHGLD�FRQYHQWLRQV� VKRXOG�EH�H[SORLWHG��
WR�H[SOLFLWO\�IRFXV�RQ�WKH�WKHPH�RI�FRUUXSWLRQ��0HGLD�SDUWQHUV�FDQ�EH�HQDEOHG�WRFRQGXFW�WKHLU�
WUDGHLQ�DQ�HWKLFDO�PDQQHU�WKDW�UHVSHFWV�SULYDF\�DQG�DYRLGV�OLWLJDWLRQ�

&RPSHWLWLRQ� DQG� PHGLD� FDSWXUH�� 0HGLD� SDUWQHUV� PD\� KHVLWDWH� WR� FRYHU� FRUUXSWLRQ� LI�
LW� LQYROYHV� LPSRUWDQW� DQG�SRZHUIXO�SROLWLFDO�¾�JXUHV�RU� FRPSDQLHV� WKDW� DUH� WKHLU� DGYHUWLVLQJ�
FOLHQWV��DQG�LQ�WKH�8JDQGDQ�FDVH��JRYHUQPHQW�0LQLVWULHV��'HSDUWPHQWV�DQG�$JHQFLHV�0'$V�
ZKLFK�DUH�WKH�ELJJHVW�DGYHUWLVHUV��$V�PXFK�DV�D�EUHDNLQJ�VWRU\�VHOOV��LW�DOVR�PDWWHUV�RQ�ZKR�LV�
UHSRUWHG�RQ��6RPH�EXVLQHVV�HPSLUHV�KDYH�SHQHWUDWHG�VRPH�RI�WKH�QHZV�URRPV�VR�PXFK�WKDW�
PHQWLRQ�RI�D�VWRU\�FRQFHUQLQJ�WKHP�HLWKHU�LQYRNHV�IHDU�RU�UHSULPDQG�IURP�WKH�JDWHNHHSHUV��
HGLWRUV�DQG�VXE�HGLWRUV��
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0RWLYDWLRQ��0HGLD�SDUWQHUV�ZKR�GR�WKHLU�MRE�ZHOO�VKRXOG�EH�PRWLYDWHG�IRU�VXFFHVVIXO�DQWL�
FRUUXSWLRQ�LQYHVWLJDWLYH�MRXUQDOLVP��7KLV�FDQ�EH�GRQH�WKURXJK�DZDUGV�WKDW�DUH�RUJDQL]HG�DQG�
IXQGHG��LQWHU�DOLD��E\�WKH�$&$V��FLYLO�VRFLHW\�RUJDQL]DWLRQV��XQLYHUVLWLHV��SULYDWH�FRUSRUDWLRQV��
DQG�0'$V���7KHVH�DZDUGV�PXVW�EH�GHVLJQHG�LQ�D�ZD\�WKDW�WKH\�DUH�SXEOLFO\�DFFODLPHG��VLQFH�
WKH�FRXQWU\�LV�QRZ�DZDVK�ZLWK�DZDUG�JLYLQJ�ERGLHV�ZLWK�VXVSHFW�LQWHQWLRQV�±DQG�SRVVLEO\�
FRUUXSW�

6KRUW�PHGLD�F\FOH��7KH�$&$Vµ�OHYHO�RI�WROHUDQFH�VKRXOG�EH�DOVR�OLIWHG�KLJKHU��WR�NQRZ�WKDW�
WKH�SUHVVXUH�RI�VWRU\WHOOLQJ�PD\�EH�UHVSRQVLEOH�IRU�VKDOORZ�DQDO\VLV��VKRUW�VRXQG�ELWHV�WKDW�DUH�
UHSRUWHG�RXW�RI�FRQWH[W��DQG�D�GLVUHJDUG�IRU�FRPSOH[LWLHV��7KLV�LV�QRW�WR�SURPRWH�XQSURIHVVLRQDO�
EHKDYLRXU�� EXW� WR� LQYLWH�$&$V� WR� DSSUHFLDWH�PHGLD� FRQVWUDLQWV� DQG� GHVLJQ�ZD\V� RQ� KRZ� WR�
PDQDJH�WKHP��7KLV�LV�FORVHO\�UHODWHG�WR�WKH�LVVXH�RI�WLJKW�GHDGOLQHV�ZKHUHE\�MRXUQDOLVWV�KDYH�WR�
¾�QLVK�WKHLU�VWRULHV�LQ�WKH�HDUO\�HYHQLQJV�IRU�WKHP�WR�EH�LQFOXGHG�LQ�QH[W�GD\µV�SDSHU�RU�D�VWRU\�WR�
EH�LQFOXGHG�LQ�WKH�HYHQLQJ�WHOHYLVLRQ�QHZV�PXVW�EH�¾�OPHG�DQG�HGLWHG�LQ�WKH�DIWHUQRRQ��5DGLR�LV�
WKH�IDVWHVW�DQG�D�UDGLR�MRXUQDOLVW�ZLVKHV�WR�EH�WKH�¾�UVW�WR�PDNH�WKH�ZRUOG�NQRZ��$&$V�WKHUHIRUH�
PXVW�NQRZ�ZKHQ�WR�WLPH�WKHLU�LQIRUPDWLRQ�UHOHDVHV�DQG�EH�DFFHVVLEOH�WR�UHSRUWHUV�ZKHQ�QHHGHG��
,W�LV�LPSHUDWLYH�WR�IRFXV�RQ�VWRULHV�WKDW�FDQ�VHOO��ZKLFK�FDOOV�IRU�EHWWHU�IUDPLQJ�RI�VWRULHV��

&RQFOXVLRQ�

)URP�WKH�IRUHJRLQJ��LW�LV�HYLGHQW�WKDW�WKH�PHGLD�FDQ�FRYHU�XS�RU�XQFRYHU�FRUUXSWLRQ��+RZHYHU��
LW�KDV�D�WZLQ�UROH�LQ�FRQWULEXWLQJ�WR�WKH�DFFHOHUDWHG�¾�JKW�DJDLQVW�FRUUXSWLRQ�LQ�8JDQGD��)LUVW��E\�
EHLQJ�DOHUW�WR�DQ\�FRUUXSW�HOHPHQWV�ZLWKLQ�LWV�RZQ�UDQNV��DQG�VHFRQG�E\�H[SRVLQJ��FRUUXSWLRQ�
WKURXJK�H[WRUWLRQ±ZKHQ�JRYHUQPHQW�RI¾�FLDOV�UHIXVH�RU�GHOD\�D�VHUYLFH�WR�H[WUDFW�D�UHQW��DQG�
FROOXVLYH�FRUUXSWLRQ±ZKHUH�FOLHQW�DQG�EXUHDXFUDW�KDYH�D�PXWXDO� LQWHUHVW� LQ� WKH�FRUUXSW�DFW�
DV�LQ�LQVWDQFHV�RI�WD[�HYDVLRQ��%UXQHWWL�DQG�:HGHU���������)RU�FRUUXSWLRQ�WKURXJK�H[WRUWLRQ��
WKH�SUHVV�SURYLGHV�D�SODWIRUP�IRU�YRLFLQJ�FRPSODLQWV��7KH� LQFHQWLYHV�RI�H[SRVLQJ�FROOXVLYH�
FRUUXSWLRQ� OLH� LQ�RSSRUWXQLWLHV�RI� LQYHVWLJDWLYH� MRXUQDOLVWV�DQG�PHGLD� LQVWLWXWLRQV� WR�DFKLHYH�
IDPH�DQG�ODUJHU�DXGLHQFHV��DV�SUR¾�W�PDNLQJ�PHGLD�¾�UPV�VHHN�WR�H[SRVH�FRUUXSWLRQ�WR�VHOO�WKHLU�
SURGXFW��6XSKDFKDODVDL���������°���7KH�8JDQGDQ�PHGLD��WRJHWKHU�ZLWK�WKH�$&$V�FDQ�SOD\�D�
VLJQL¾�FDQW�UROH�LQ�DFFHOHUDWLQJ�WKH�¾�JKW�DJDLQVW�FRUUXSWLRQ�ZKLOH��DW�WKH�VDPH�WLPH��DFKLHYLQJ�
LWV�UHDVRQ�IRU�H[LVWHQFH�

5HIHUHQFH
$UQROG��$��.��DQG�6XPLU��/���������8VLQJ�0HGLD�WR�)LJKW�&RUUXSWLRQ��$�SDSHU�IRU�WKH������$VLD�

5HJLRQDO�3HHU�/HDUQLQJ�DQG�.QRZOHGJH�6KDULQJ�:RUNVKRS�(QJDJLQJ�&LWL]HQV�DJDLQVW�&RUUXSWLRQ�
LQ�$VLD��$SSURDFKHV��5HVXOWV�DQG�/HVVRQV�

%\UQH��(���$UQROG��$��.��	�1DJDQR��)���������%XLOGLQJ�SXEOLF�VXSSRUW�IRU�DQWL�FRUUXSWLRQ�HIIRUWV��:K\�
DQWL�FRUUXSWLRQ�DJHQFLHV�QHHG�WR�FRPPXQLFDWH�DQG�KRZ�:DVKLQJWRQ��'&��:RUOG�%DQN�*URXS�

%HVOH\��7�DQG�3UDW��$����������+DQGFXIIV�IRU�WKH�*UDEELQJ�+DQG"0HGLD�&DSWXUH�DQG�*RYHUQPHQW�
DFFRXQWDELOLW\�$PHULFDQ�(FRQRPLF�5HYLHZ������QR��������������KWWS���HFRQ�OVH�DF�XN�aWEHVOH\�
SDSHUV�PHGLDFDS�SGI

%UXQHWWL��$��DQG�:HGHU��%����������$�)UHH�3UHVV�LV�EDG�1HZV�IRU�&RUUXSWLRQ��-RXUQDO�RI�3XEOLF�
(FRQRPLFV��������°������KWWS���ZZZ�DFDGHPLD�HGX��������$BIUHHBSUHVVBLVBEDGBQHZVBIRUB
FRUUXSWLRQ&RUNLQGDO��*LOO����������1HSRWLVP��7KH�8QVSRNHQ�5XOHV��+DYDUG�%XVLQHVV�5HYLHZ�
GLJKBDQGHUVVRQBRVFDUVVRQ�SGI
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'DLO\�0RQLWRU��1RYHPEHU�������������0RUH�8JDQGDQ�-RXUQDOLVWV�$UUHVWHG�LQ�$OOHJHG�([WRUWLRQ��

'DLO\�0RQLWRU��1RYHPEHU�������������%H�YHU\�DIUDLG�ZKHQ�MRXUQDOLVWV�WXUQ�WR�H[WRUWLRQ

,QVSHFWRUDWH�RI�*RYHUQPHQW���������7KH�)RXUWK�$QQXDO�5HSRUW�RQ�7UDFNLQJ�&RUUXSWLRQ�7UHQGV�LQ�
8JDQGD��XVLQJ�WKH�'DWD�7UDFNLQJ�0HFKDQLVP��'70���5HSRUW�WR�3DUOLDPHQW��-XO\�°'HFHPEHU�
������8JDQGD

)DUGLJK��0���$QGHUVVRQ�(���DQG�2VFDUVVRQ��+����������5H�H[DPLQLQJ�WKH�5HODWLRQVKLS�%HWZHHQ�3UHVV�
)UHHGRP�DQG�&RUUXSWLRQ��KWWS���ZZZ�TRJ�SRO�JX�VH�GLJLWDO$VVHWV�������������B����B��BIDU

.OLWJDDUG��5���������&RQWUROOLQJ�&RUUXSWLRQ��%HUNHOH\�DQG�/RV�$QJHOHV��8QLYHUVLW\�RI�&DOLIRUQLD�
3UHVV�

/DQJVHWK��3���5��6WDSHQKXUVW�DQG�-��3RSH����������7KH�5ROH�RI�D�1DWLRQDO�,QWHJULW\�6\VWHP�LQ�)LJKWLQJ�
&RUUXSWLRQ��(',�:RUNLQJ�3DSHU��:DVKLQJWRQ��'&��:RUOG�%DQN�

0HQGHV��0���DQG�&KrQH��0����������2YHUYLHZ�RI�FRUUXSWLRQ�LQ�WKH�PHGLD�LQ�GHYHORSLQJ�FRXQWULHV��8��
$QWL�&RUUXSWLRQ�5HVRXUFH�&HQWHU�

1RUULV��3���DQG�2GXJEHPL��6����������$VVHVVLQJ�WKH�([WHQW�WR�:KLFK�WKH�1HZV�0HGLD�$FW�DV�
:DWFKGRJV��$JHQGD�6HWWHUV�DQG�*DWHNHHSHUV��,Q�3XEOLF�6HQWLQHO�1HZV�0HGLD�DQG�*RYHUQDQFH�
5HIRUP��HGLWHG�E\�3LSSD�1RUULV�����������:RUOG�%DQN��:DVKLQJWRQ�'�&��KWWS���LVVXX�FRP�ZRUOG�
EDQN�SXEOLFDWLRQV�GRFV���������������
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