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,Q PDQDJLQJ VSHFWUXP UHVRXUFHV� WKH &RPPLVVLRQ VHHNV WR HQKDQFH FRPSHWLWLRQ� WR
HQFRXUDJH WKH GHYHORSPHQW RI HPHUJLQJ WHOHFRPPXQLFDWLRQV WHFKQRORJLHV� WR DOORZ
OLFHQVHHV WR UHVSRQG HIILFLHQWO\ WR PDUNHW GHPDQGV� DQG WR SURPRWH JUHDWHU HIILFLHQF\
LQ VSHFWUXP PDUNHWV� ,Q WKH FDVH RI WKH ������� 0+] EDQG� HDFK RI WKHVH JRDOV
ZRXOG EH IXUWKHUHG E\ WKH &RPPLVVLRQ·V GHILQLQJ RSHUDWLQJ ULJKWV WR SHUPLW GHOLYHU\
RI DQ LQQRYDWLYH QHZ 7'' EURDGEDQG VHUYLFH RQ D QDWLRQDOO\ XELTXLWRXV EDVLV� $W
WKH VDPH WLPH� IDLOXUH WR DIIRUG WKH RSSRUWXQLW\ IRU ZLGHVSUHDG JHRJUDSKLF VHUYLFH
SHQHWUDWLRQ ZLOO OLNHO\ LPSRVH D QXPEHU RI HFRQRPLFDOO\ VLJQLILFDQW REVWDFOHV WR
FRPSHWLWLRQ DQG VHUYLFH LQQRYDWLRQ� ,Q SDUWLFXODU� D QHZ HQWUDQW ZLOO FRQIURQW
VLJQLILFDQW HFRQRPLF EDUULHUV WR HQWU\ UHVXOWLQJ IURP WKH QHHG WR LQFXU H[WUD
H[SHQVHV� LWV LQDELOLW\ WR UHDOL]H HFRQRPLHV RI VFDOH WKDW LQFXPEHQWV ZLWK ODUJH VHUYLFH
IRRWSULQWV DUH DEOH WR H[SORLW DQG WKH QHHG WR RYHUFRPH LQFXPEHQW VHUYLFH SURYLGHUV·
´ILUVW�PRYHUµ DGYDQWDJHV� ´3LHFHPHDOµ HQWU\ DOVR VXIIHUV D QXPEHU RI VWUDWHJLF
´GLVDELOLWLHVµ OLNHO\ WR XQGHUPLQH DQG XOWLPDWHO\ IRUHVWDOO VXFFHVVIXO VHUYLFH

                                               
 -RKQ +DULQJ DQG -HIIUH\ +� 5RKOIV DUH SULQFLSDOV LQ 6WUDWHJLF 3ROLF\ 5HVHDUFK� ,QF�� DQ HFRQRPLFV DQG SXEOLF
SROLF\ FRQVXOWLQJ ILUP ORFDWHG LQ %HWKHVGD� 0DU\ODQG� 'U� +DULQJ IRUPHUO\ VHUYHG DV &KLHI (FRQRPLVW DQG &KLHI�
2IILFH RI 3ODQV DQG 3ROLF\� DW WKH )HGHUDO &RPPXQLFDWLRQV &RPPLVVLRQ� 'U� 5RKOIV ZDV 'HSDUWPHQW +HDG IRU
(FRQRPLF 0RGHOLQJ 5HVHDUFK DW $7	7·V %HOO /DERUDWRULHV�
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LQQRYDWLRQ³QRWDEO\� H[SRVXUH WR ´FRS\�FDWµ VHUYLFH GXSOLFDWLRQ EHIRUH WKH FULWLFDO
PDVV QHFHVVDU\ IRU FRPSHWLWLYH HIIHFWLYHQHVV DQG HQWHUSULVH YLDELOLW\ FDQ EH DFKLHYHG�
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7KH PRVW YDOXDEOH DSSOLFDWLRQ IRU PXFK RI WKH VSHFWUXP WKDW WKH JRYHUQPHQW ZLOO
DOORFDWH RYHU WKH QH[W IHZ \HDUV� LQFOXGLQJ WKH ������� EORFN� LV OLNHO\ WR EH ZLUHOHVV
,QWHUQHW DFFHVV� 7KH 8�6� LV XQGHU FRQVLGHUDEOH SUHVVXUH WR ´FDWFK XSµ WR WKH
(XURSHDQV DQG -DSDQHVH ZKR DUH ZLGHO\ SHUFHLYHG WR EH ZHOO DKHDG LQ WHUPV RI
GHYHORSLQJ QHZ ZLUHOHVV ,QWHUQHW DFFHVV DSSOLFDWLRQV �PRVW QRWDEO\� �*�� :LWK D
SDFNHW�EDVHG SURWRFRO� ZLUHOHVV FDQ SURYLGH D FRQYHQLHQW DQG HFRQRPLFDO ZD\ WR XVH
WKH ,QWHUQHW� ,W RIIHUV WKH EHQHILWV RI DOZD\V�RQ FDSDELOLW\� WRJHWKHU ZLWK SRUWDELOLW\�
:LUHOHVV ZRXOG EH H[SHQVLYH IRU SHUVLVWHQWO\ WUDQVPLVVLRQ�LQWHQVLYH DSSOLFDWLRQV�
VXFK DV VWUHDPLQJ YLGHR� %XW IRU PRVW ,QWHUQHW DSSOLFDWLRQV� ZKLFK W\SLFDOO\ LQYROYH
VHQGLQJ DQG UHFHLYLQJ UHODWLYHO\ IHZ SDFNHWV SHU KRXU RI XVDJH� WKH FRVW RI ZLUHOHVV
ZRXOG EH FRPSHWLWLYH�

:LWKLQ WKH FDWHJRU\ RI ZLUHOHVV ,QWHUQHW DFFHVV� SRWHQWLDO VSHFWUXP XVHUV FDQ EH
GLYLGHG LQWR WZR FDWHJRULHV� �� WKRVH WKDW SODQ WR RIIHU ZLUHOHVV FDUULDJH RQ D
FRPPRQ�FDUULHU EDVLV� DQG �� WKRVH WKDW SODQ WR GHYHORS VSHFLDOL]HG DSSOLFDWLRQV
LQFOXGLQJ SRUWDEOH ,QWHUQHW DFFHVV� 7KH ODWWHU PLJKW� IRU H[DPSOH� LQYROYH WKH XVH RI
SURSULHWDU\ KDUGZDUH DQG�RU VRIWZDUH�

:LUHOHVV FRPPRQ FDUULDJH FDQ RIWHQ EH FRQGXFWHG DW D ORFDO RU UHJLRQDO OHYHO� )RU
H[DPSOH� FRPPRQ FDUULHUV IRU PRELOH WHOHSKRQ\ RU ZLUHOHVV ,QWHUQHW DFFHVV FRXOG
RSHUDWH LQ D VLQJOH ORFDOLW\ RU D VLQJOH UHJLRQ� 7KHUH DUH VLJQLILFDQW VFDOH HFRQRPLHV
WR EURDGHU JHRJUDSKLF FRYHUDJH �DQG WKHUH KDV EHHQ VLJQLILFDQW LQGXVWU\
FRQVROLGDWLRQ�� EXW WKH VSHFWUXP KDV FRQVLGHUDEOH YDOXH LQ WKHVH DSSOLFDWLRQV� HYHQ LI
WKH FRPPRQ FDUULHU KDV OLPLWHG JHRJUDSKLF FRYHUDJH�

,Q VKDUS FRQWUDVW� QHDU QDWLRQZLGH FRYHUDJH PD\ EH UHTXLUHG IRU D VSHFLDOL]HG
DSSOLFDWLRQ WR EH YLDEOH DW DOO� $Q H[SHQVLYH QDWLRQZLGH DGYHUWLVLQJ FDPSDLJQ LV
RIWHQ WKH RQO\ FRVW�HIIHFWLYH ZD\ WR LQWURGXFH VXFK D VHUYLFH WR WKH SXEOLF�
)XUWKHUPRUH� WKH SURSULHWRU FRXOG ORVH RXW WR ´FRS\�FDWµ FRPSHWLWLRQ LQ WKH DUHDV
WKDW LW ZDV XQDEOH WR VHUYH� EHFDXVH LW FRXOG QRW JHW WKH VSHFWUXP LW QHHGHG�

)RU WKHVH UHDVRQV� UHJLRQDO �RU D IRUWLRUL� ORFDO� OLFHQVHV PD\ KDYH YLUWXDOO\ QR YDOXH LQ
XVH WR WKH SURSULHWRU RI VXFK D VHUYLFH� ,I WKH SURSULHWRU ZHUH �LQDGYHUWHQWO\� WR ZLQ
VXFK D OLFHQVH LQ DQ DXFWLRQ� WKH EHVW FRXUVH RI DFWLRQ ZRXOG EH WR WU\ TXLFNO\ WR VHOO
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WKH OLFHQVH WR VRPHRQH HOVH� $QG WKHUH LV QR FHUWDLQW\ WKDW WKH SURSULHWRU� ZKR
ZRXOG EH LQ DQ REYLRXV GLVWUHVV VLWXDWLRQ� ZRXOG EH DEOH WR VHOO WKH VSHFWUXP IRU DV
PXFK DV KH�VKH SDLG IRU LW��
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$ SURVSHFWLYH HQWUDQW XQGHUWDNLQJ WR VXSSO\ D QHZ ZLUHOHVV VHUYLFH LQ FRPSHWLWLRQ
ZLWK WKH VHW RI LQFXPEHQW ZLUHOHVV VHUYLFH SURYLGHUV� FRQIURQWV WZR W\SHV RI
HFRQRPLF KXUGOHV� ��� WKH LQFXPEHQWV SRVVHVV IRUPLGDEOH ´ILUVW�PRYHUµ DGYDQWDJHV
WKDW QHHG VRPHKRZ WR EH QHXWUDOL]HG� DQG ��� WKH HQWHUSULVH QHHGV WR DFKLHYH RXWSXW
UDWHV WKDW ORZHU XQLW FRVWV WKURXJK WKH UHDOL]DWLRQ RI VFDOH HFRQRPLHV VXIILFLHQWO\ WR
HQVXUH FRPSHWLWLYH FRVWV� 8QOHVV DQ HQWUDQW HQWHUSULVH FDQ RYHUFRPH ERWK RI WKHVH
FKDOOHQJHV� LW ZLOO QRW EH VXFFHVVIXO³LQ ZKLFK FDVH QHLWKHU LWV FDSLWDO LQYHVWRUV QRU
WKH FRQVXPHUV ZKR ZRXOG RWKHUZLVH GHULYH XWLOLW\ IURP FRQVXPSWLRQ RI LWV VHUYLFHV
ZLOO UHDS DQ\ HFRQRPLF EHQHILWV�

,W LV WKXV LPSRUWDQW LQ GHILQLQJ VSHFWUXP UHVRXUFH ULJKWV WR WDNH DFFRXQW RI WKH
HFRQRPLFDOO\ VLJQLILFDQW HIIHFWV ULJKWV GHILQLWLRQ KDV RQ WKH DELOLW\ RI HQWUHSUHQHXUV
WR EULQJ GHVLUHG QHZ VHUYLFHV WR PDUNHW VXFFHVVIXOO\� 7KH )&& VKRXOG VHHN WR
GHOLQHDWH VSHFWUXP UHVRXUFH ULJKWV LQ VXFK D ZD\ DV WR IDFLOLWDWH UDWKHU WKDQ IUXVWUDWH
VXFFHVVIXO QHZ VHUYLFH LQQRYDWLRQV� ,Q SDUWLFXODU� WKH &RPPLVVLRQ VKRXOG LGHDOO\
GHILQH WKH JHRJUDSKLF VFRSH RI RSHUDWLQJ ULJKWV LQ WKH ������� 0+] EDQG RQ D
QDWLRQDO EDVLV WR SHUPLW IXOO UHDOL]DWLRQ RI D YDULHW\ RI LPSRUWDQW HFRQRPLHV RI VFDOH
DQG VFRSH WKDW FDQ EH H[SOLFLWO\ LGHQWLILHG DQG DUH HODERUDWHG KHUHLQ��

���� 29(5&20,1* ´),567�029(5µ $'9$17$*(6

$V WKH UXEULF LPSOLHV� ´ILUVW�PRYHUµ DGYDQWDJHV DUH FRPSHWLWLYH ´HGJHVµ WKDW PDUNHW
LQFXPEHQWV SRVVHVV DV D UHVXOW RI WKHLU LQFXPEHQF\� ,QFXPEHQWV� DOPRVW E\
GHILQLWLRQ� KDYH DQ HVWDEOLVKHG PDUNHW SUHVHQFH� XVXDOO\ VRPH FRQVLGHUDEOH EUDQG
UHFRJQLWLRQ DQG RQ�JRLQJ UHODWLRQVKLSV �LQFOXGLQJ FRQWUDFWXDO� FUHGLW DQG ELOOLQJ� ZLWK

                                               
� 7KLV LV FDOOHG WKH ´H[SRVXUH SUREOHPµ LQ WKH OLWHUDWXUH� ,W UHVXOWV IURP WKH ULVN RI ZLQQLQJ RQO\ VRPH RI D VHW RI
GHVLUHG OLFHQVHV �H�J�� IRU QDWLRQZLGH VHUYLFH� DQG SD\LQJ PRUH WKDQ WKH ELGGHU YDOXHV WKRVH OLFHQVHV LQGLYLGXDOO\
�L�H�� ZLWKRXW WKH FRPSOHPHQWDU\ OLFHQVHV��
� :LUHOHVV VHUYLFH DOVR� RI FRXUVH� FRPSHWHV ZLWK ZLUHOLQH VHUYLFH WR D VLJQLILFDQW H[WHQW IRU PDQ\ W\SHV RI
FRPPXQLFDWLRQV GHPDQGV�
� 5HODWHGO\� LW LV LPSRUWDQW WKDW WKH &RPPLVVLRQ SHUPLW PD[LPXP H[SORLWDWLRQ RI WKLV EDQG·V OLPLWHG SRWHQWLDO
LQIRUPDWLRQ ´FDUU\LQJ FDSDFLW\µ DQG� LQ SDUWLFXODU� QRW GHJUDGH LWV SURGXFWLYH SRWHQWLDO E\ VXEGLYLGLQJ WKH EDQG�
7DNLQJ LQWR DFFRXQW WKH QHHG WR DYRLG DGMDFHQW FKDQQHO LQWHUIHUHQFH DQG JLYHQ WHFKQLFDO DQG HFRQRPLF RSHUDWLQJ
UHTXLUHPHQWV� ILYH 0+] LV WKH PLQLPXP DPRXQW RI EDQGZLGWK QHFHVVDU\ WR SURYLGH WKH NLQG RI VSHFLDOL]HG
EURDGEDQG VHUYLFH DSSOLFDWLRQV FRQWHPSODWHG E\ WKH $UUD\&RPP SDUWQHUV XVLQJ WKHLU LQQRYDWLYH 7''
WHFKQRORJ\�
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WKH UHOHYDQW FXVWRPHU EDVH �DV ZHOO DV ILQDQFLDO DQG JRYHUQPHQWDO ERGLHV�� 7KHLU
PDUNHW SUHVHQFH LV IUHTXHQWO\ JHRJUDSKLFDOO\ ZLGHVSUHDG ZLWK V\QHUJLVWLF VHUYLFH
EHQHILWV IRU FXVWRPHUV� DQG PD\ EHQHILW DV ZHOO IURP V\QHUJLVWLF FRQQHFWLRQV WR
UHODWHG SURGXFW DQG VHUYLFH OLQHV�

7R QHXWUDOL]H RU RIIVHW WKHVH LQFXPEHQW DGYDQWDJHV� D QHZ HQWUDQW ZLOO XVXDOO\ QHHG
WR LQYHVW VLJQLILFDQW FDSLWDO UHVRXUFHV WR HVWDEOLVK LWV RZQ PDUNHW SUHVHQFH� EUDQG
LGHQWLILFDWLRQ� UHSXWDWLRQ IRU IDLU GHDOLQJ DQG RWKHU DVSHFWV RI FXVWRPHU�LQYHVWRU
JRRG ZLOO �YL]�� H�J�� OLQNV WR LWV RZQ RU SDUWQHUV· SURGXFWV DQG VHUYLFHV�� 7KH QHHG WR
VLQN WKHVH NLQGV RI LQYHVWPHQWV FDQ FUHDWH D GLIILFXOW�WR�VXUPRXQW� LI QRW
LQVXUPRXQWDEOH EDUULHU WR FRPSHWLWLYH HQWU\ DQG WKH EHQHILWV DVVRFLDWHG WKHUHZLWK³
QRWDEO\� QHZ SURGXFWV DQG VHUYLFHV ZLWK ORZHU FRVWV DQG LPSURYHG SHUIRUPDQFH
FKDUDFWHULVWLFV SOXV PRUH FRPSHWLWLYH SULFLQJ GLVFLSOLQH�

,Q HFRQRPLF WHUPV� D EDUULHU WR HQWU\ PD\ EH GHILQHG DV D FRVW RI SURGXFWLRQ DQ
HQWUDQW PXVW EHDU WKDW DQ LQFXPEHQW GRHV QRW�� 7KH QHHG WR HVWDEOLVK FXVWRPHU
JRRGZLOO WRZDUG DQ HVWDEOLVKHG EUDQG QDPH PD\ HQWDLO MXVW WKLV NLQG RI FRVW
GLIIHUHQWLDO� 7KH ILUVW ILUP WR LQWURGXFH D QHZ SURGXFW PD\ LQFXU ORZHU LQYHVWPHQW
FRVWV WR FUHDWH D SURGXFW LGHQWLILFDWLRQ ZLWK FRQVXPHUV VLPSO\ EHFDXVH LW IDFHV QR
ULYDOV� ODWHU HQWUDQWV PD\ QHHG WR LQFXU KLJKHU LQYHVWPHQW FRVWV WR QHXWUDOL]H WKHLU
LQFXPEHQW ULYDOV· HIIRUWV�� ,QGHHG� LQFXPEHQWV PD\ ZHOO SRVVHVV SRZHUIXO ´VWUDWHJLFµ
LQFHQWLYHV WR H[SDQG WKHLU PDUNHWLQJ HIIRUWV SUHFLVHO\ WR ´UDLVH WKH DQWHµ WKHLU
SURVSHFWLYH ULYDOV PXVW EH ZLOOLQJ WR VLQN WR HVWDEOLVK DQ HIIHFWLYH PDUNHW SUHVHQFH LQ
RUGHU WR FRPSHWH VXFFHVVIXOO\��

7KHVH FRPSHWLWLYH FRQVLGHUDWLRQV KDYH DQ REYLRXV DQG LPSRUWDQW LPSOLFDWLRQ IRU
GHILQLQJ WKH HFRQRPLFDOO\ RSWLPDO JHRJUDSKLF VFRSH RI RSHUDWLQJ ULJKWV LQ WKH �����
�� 0+] EDQG�

7KHUH DUH� LQ JHQHUDO� YHU\ VXEVWDQWLDO HFRQRPLHV RI VFDOH DVVRFLDWHG ZLWK VSUHDGLQJ
WKH IL[HG FRVWV DQG PD[LPL]LQJ WKH HIIHFWLYH SURGXFWLYLW\ RI FDSLWDO LQYHVWPHQWV LQ
DGYHUWLVLQJ� PDUNHWLQJ SURJUDPV DQG ELOOLQJ V\VWHPV� 7KHVH W\SHV RI HFRQRPLHV

                                               
� 6HH *HRUJH -� 6WLJOHU� ´%DUULHUV WR (QWU\� (FRQRPLHV RI 6FDOH� DQG )LUP 6L]H�µ LQ 7KH 2UJDQL]DWLRQ RI ,QGXVWU\
������� SS� ������
� $V 3URIHVVRUV &DUOWRQ DQG 3HUORII REVHUYH LQ WKHLU LQGXVWULDO RUJDQL]DWLRQ WH[W� ´,I WKH SUHVHQFH RI WKH
LQFXPEHQW UDLVHV WKH PDUNHWLQJ FRVWV RI WKH VHFRQG ILUP WR HQWHU� WKHQ WKH ILUVW ILUP KDV D SHUPDQHQW
DGYDQWDJH³D ORQJ�UXQ EDUULHU WR HQWU\³DQG FDQ PDLQWDLQ KLJK SULFHV� )RU H[DPSOH� EHFDXVH WKH SURGXFW RI WKH
ILUVW ILUP LQ WKH PDUNHW LV IDPLOLDU WR FXVWRPHUV� WKH\ PD\ EH UHOXFWDQW WR VZLWFK WR D QHZ EUDQG�µ 6HH 0RGHUQ
,QGXVWULDO 2UJDQL]DWLRQ ������� S�����
� 6HH 6WHYHQ 6DORS� ´6WUDWHJLF (QWU\ 'HWHUUHQFH�µ $PHULFDQ (FRQRPLF 5HYLHZ ������� 9RO� ��� SS� ������ 6WHYHQ 6DORS
DQG 'DYLG 7� 6FKHIIPDQ ´&RVW�5DLVLQJ 6WUDWHJLHV�µ -RXUQDO RI ,QGXVWULDO (FRQRPLFV ������� 9RO� ��� SS� ������ )�0
6FKHUHU� ´7KH :HOIDUH (FRQRPLFV RI 3URGXFW 9DULHW\� $Q $SSOLFDWLRQ WR WKH 5HDG\�WR�(DW &HUHDOV ,QGXVWU\�µ
-RXUQDO RI ,QGXVWULDO (FRQRPLFV� ������� 9RO� ��� SS� ������� 5LFKDUG 6FKPDOHQVHH� ´(QWU\ 'HWHUUHQFH LQ WKH 5HDG\�
WR�(DW &HUHDOV ,QGXVWU\�µ %HOO -RXUQDO RI (FRQRPLFV ������� 9RO� �� SS� �������� DQG 5LFKDUG 6FKPDOHQVHH� ´3URGXFW
'LIIHUHQWLDWLRQ $GYDQWDJHV RI 3LRQHHULQJ %UDQGV�µ $PHULFDQ (FRQRPLF 5HYLHZ� ������� 9RO� ��� SS� �������
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W\SLI\ ERWK WKH GHVLJQ DQG H[HFXWLRQ�RSHUDWLRQ SKDVHV RI VXFK V\VWHPV UHVRXUFHV�
7KH FRVWV RI WKH GHVLJQ DUWLVWV DQG FRS\ZULWHUV ZKR FUHDWH DQ DGYHUWLVLQJ FDPSDLJQ
DQG WKH SURGXFWLRQ FRVWV RI WKH DGYHUWLVHPHQWV WKHPVHOYHV DUH IL[HG FRVWV LQ
HFRQRPLF WHUPV WKDW GR QRW YDU\ ZLWK UHVSHFW WR WKH VL]H RI WKH DXGLHQFH WR ZKLFK
WKH\ DUH H[SRVHG� 6LPLODUO\� WKH GHVLJQ DQG KDUGZDUH�VRIWZDUH FRVWV RI ELOOLQJ
V\VWHPV GR QRW YDU\ JUHDWO\ ZLWK WKH VL]H RI WKH UHOHYDQW FXVWRPHU EDVH��

1DWLRQDO DGYHUWLVLQJ FDPSDLJQV DUH OHVV FRVWO\ WR LPSOHPHQW RQ D SHU�H[SRVXUH EDVLV
DQG DUH PXFK PRUH WUDQVDFWLRQDOO\ FRQYHQLHQW WR RUJDQL]H �L�H�� HQWDLO ORZHU UHVRXUFH
H[SHQGLWXUHV�� )RU QHZ SURGXFW LQWURGXFWLRQV� ´EDQGZDJRQµ HIIHFWV DUH DOVR RIWHQ
H[WUHPHO\ LPSRUWDQW³RQH SHUVRQ·V SXUFKDVH PD\ SURPSW DQRWKHU SHUVRQ·V
SXUFKDVH�� 7KLV W\SH RI HIIHFW W\SLILHV QHZ SURGXFW DGRSWLRQV LQ KLJK�WHFKQRORJ\
LQGXVWULHV HVSHFLDOO\ ZKHUH WKHUH DUH VLJQLILFDQW QHWZRUN H[WHUQDOLWLHV�� 7KXV� WR ´JHW
�DQG NHHS� WKH EDQGZDJRQ UROOLQJµ DQG� WKHUHE\� WR HQDEOH WKH VXFFHVVIXO LQQRYDWLRQ
RI D QHZ VHUYLFH FDSDELOLW\� LW LV LPSRUWDQW WKDW RSHUDWLQJ ULJKWV EH GHILQHG VXIILFLHQWO\
EURDGO\ VR DV WR SHUPLW VXEVWDQWLDO UHDOL]DWLRQ RI DYDLODEOH PDUNHWLQJ HFRQRPLHV�

)DLOXUH WR DIIRUG D QHZ HQWUDQW WKH PHDQV WR H[SORLW PDUNHWLQJ HFRQRPLHV ZLOO
PXOWLSO\ WKH EDUULHUV WR HQWU\ WKDW QHHG WR EH RYHUFRPH� 0D[LPL]LQJ WKH SD\RII WR
PDUNHWLQJ LQYHVWPHQWV LV QHFHVVDU\ WR RYHUFRPH LQFXPEHQWV· ´ILUVW�PRYHUµ
DGYDQWDJHV³WKH QHHG WR VLQN JUHDWHU LQYHVWPHQWV LQ FDSLWDO UHVRXUFHV WR RIIVHW
LQFXPEHQWV· EUDQG LGHQWLILFDWLRQ DQG PDUNHW SUHVHQFH³EXW LI WKH JHRJUDSKLF VFRSH
RI DQ HQWUDQW·V VFDOH RI RSHUDWLRQV LV FRQVWUDLQHG E\ OLPLWDWLRQV RQ UHOHYDQW VSHFWUXP
RSHUDWLQJ ULJKWV� WKLV WDVN ZLOO OLNHO\ SURYH HYHQ PRUH GLIILFXOW� 1RW RQO\ ZLOO
LQFXPEHQWV KDYH WKH DGYDQWDJHV RI LQFXPEHQF\� WKH\ ZLOO RIWHQ� DV D UHVXOW RI WKHLU
RZQ JHRJUDSKLFDOO\ XELTXLWRXV RSHUDWLRQV� EH ZHOO�SRVLWLRQHG WR UHDOL]H HFRQRPLHV RI
VFDOH LQ PDUNHWLQJ� ELOOLQJ� EUDQG LGHQWLILFDWLRQ� HWF� WKDW HQWUDQWV� WKH JHRJUDSKLF
VFRSH RI ZKRVH RSHUDWLRQV DUH FRQVWUDLQHG� DUH QRW DEOH WR UHDOL]H� 7KXV� ´ILUVW�
PRYHUµ EDUULHUV WR LQQRYDWLRQ PD\ DOVR WUDQVODWH LQWR FRPSHWLWLYH EDUULHUV DORQJ
RWKHU LPSRUWDQW GLPHQVLRQV DV ZHOO� ,I WKH JHRJUDSKLF VFRSH RI WKH HQWUDQW·V
RSHUDWLRQV DUH FRQVWUDLQHG E\ LQDGHTXDWH VSHFWUXP RSHUDWLQJ ULJKWV� WKH LQFXPEHQW
ZLOO SD\ OHVV IRU PRUH HIIHFWLYH DGYHUWLVLQJ WKDQ WKH HQWUDQW³D FODVVLF ´6WLJOHULDQµ
HQWU\ EDUULHU���

                                               
� $GGLWLRQV WR GDWD SURFHVVLQJ FDSDFLW\ PD\ EH QHFHVVDU\� EXW OLNHO\ GR QRW ORRP ODUJHO\ LQ WHUPV RI RYHUDOO EXGJHW
LPSDFW LQ UHODWLRQ WR WKH FRVWV RI GHILQLQJ WKH EDVLF GHVLJQ SDUDPHWHUV RI D SDUWLFXODU SURJUDP�
� ´:RUG�RI�PRXWKµ DGYHUWLVLQJ SURPSWHG E\ ´SDLG�IRUµ DGYHUWLVLQJ FDQ OHDG GHPDQGV WR VSUHDG UDSLGO\� EXW
HIIHFWLYH H[SORLWDWLRQ RI WKLV HIIHFW UHTXLUHV DGHTXDWH SURGXFWLYH FDSDFLW\ WR PHHW GHPDQG DQG HIIHFWLYHO\
´LQWHUQDOL]Hµ WKH EDQGZDJRQ H[WHUQDOLWLHV�
� 6HH -HIIUH\ +� 5RKOIV� %DQGZDJRQ (IIHFWV LQ +LJK 7HFKQRORJ\ ,QGXVWULHV �0,7 3UHVV� )RUWKFRPLQJ�� :KHQ WKH YDOXH RI
D QHWZRUN GHSHQGV RQ WKH QXPEHU �DQG�RU VSHFLILF LGHQWLW\� RI WKH SHRSOH RQ LW� JURZWK LQ VXEVFULEHUVKLS PD\
LWVHOI SURPRWH DGGLWLRQDO JURZWK³DVVXPLQJ VXFK JURZWK LV IHDVLEOH DQG QRW FRQVWUDLQHG E\� IRU H[DPSOH�
VSHFWUXP�GHULYHG OLPLWV RQ DYDLODELOLW\ LQ VRPH JHRJUDSKLF UHJLRQV�
�� (FRQRPLF 1REHOLVW� *HRUJH -� 6WLJOHU ZDV WKH ILUVW WR RSHUDWLRQDOL]H WKH GHILQLWLRQ RI ´HQWU\ EDUULHUVµ LQ WHUPV
RI FRVW GLIIHUHQWLDOV� 6HH RS� FLW�
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7KH SURGXFWV DQG VHUYLFHV DJDLQVW ZKLFK WKH $UUD\&RPP SDUWQHUV ZLOO EH FRPSHWLQJ
KDYH HVWDEOLVKHG QDWLRQDO �DQG� LQ VRPH FDVHV� JOREDO� IRRWSULQWV DV D UHVXOW RI WKHLU
DELOLW\ WR DJJUHJDWH ODUJH HFRQRPLFDOO\ DQG WHFKQLFDOO\ FRPSOHPHQWDU\ VHWV RI
VSHFWUXP UHVRXUFH ULJKWV� 7KH ODUJH JHRJUDSKLF VFRSH RI VXFK RSHUDWLRQV QRW RQO\
FRQYH\V VLJQLILFDQW DGYDQWDJHV LQ WHUPV RI WKH DELOLW\ WR GHOLYHU VHUYLFH RIIHULQJV WKDW
DUH YDOXHG� LQ SDUW� SUHFLVHO\ EHFDXVH RI WKHLU JHRJUDSKLFDO XELTXLW\� EXW DOVR HQDEOHV
WKHVH HQWHUSULVHV WR UHDOL]H WUHPHQGRXV HFRQRPLHV RI VFDOH DQG VFRSH LQ SURGXFWLRQ
DQG GHVLJQ� :H QRZ DGGUHVV WKH HFRQRPLF VLJQLILFDQFH RI WKHVH ODWWHU W\SHV RI
HFRQRPLHV�

���� 27+(5 (&2120,(6 2) 6&$/(

:LUHOHVV FRPPXQLFDWLRQV QHWZRUNV DUH YHU\ FRPSOH[ V\VWHPV� 0RVW RI WKH
FRPSOH[LW\ LV PDQLIHVW LQ WKH QHWZRUN DQG FRPSRQHQW GHVLJQ DQG VRIWZDUH WKDW UXQV
WKH V\VWHPV� 7KHVH DUH TXLQWHVVHQWLDOO\ ´LQWHOOHFWXDO FDSLWDOµ UHVRXUFHV DQG WKH\
FRQVWLWXWH ´IL[HGµ FRVWV �L�H�� WKH\ DUH ODUJHO\ LQYDULDQW WR RXWSXW� LQ HFRQRPLF WHUPV�
&RQFHSWLRQ� GHYHORSPHQW DQG PDLQWHQDQFH RI WKHVH HVVHQWLDO LQWHOOHFWXDO LQSXWV
UHTXLUH YHU\ VXEVWDQWLDO ILQDQFLDO FDSLWDO LQYHVWPHQWV��� ,W SD\V WR VSUHDG WKHVH IL[HG�
FRVW LQYHVWPHQWV RYHU DV PDQ\ FXVWRPHUV DV LV HFRQRPLFDOO\ DQG WHFKQLFDOO\ IHDVLEOH�
)L[HG FRVWV RI QHWZRUN DQG FRPSRQHQW GHVLJQ DQG VRIWZDUH GHYHORSPHQW PD\
DPRXQW WR D UHODWLYHO\ PRGHVW SRUWLRQ RI WKH VDOHV SULFH ZKHQ� VD\� WHQ PLOOLRQ
FXVWRPHUV DUH HIIHFWLYHO\ VKDULQJ WKRVH FRVWV� EXW D VXEVWDQWLDOO\ ODUJHU SRUWLRQ ZKHQ
FRVWV DUH VSUHDG RYHU� VD\� RQH PLOOLRQ FXVWRPHUV� 7KHVH NLQGV RI GLIIHUHQFHV LQ SHU�
XQLW FRVWV FDQ HDVLO\ VSHOO WKH GLIIHUHQFH EHWZHHQ VXFFHVV DQG IDLOXUH LQ WHUPV RI
LQWURGXFWLRQ RI D QHZ VHUYLFH�

$JDLQ� WKH GHILQLWLRQ RI VSHFWUXP UHVRXUFH ULJKWV KDV REYLRXVO\ LPSRUWDQW
LPSOLFDWLRQV IRU WKH DELOLW\ RI ILUPV WR UHDOL]H WKHVH VLJQLILFDQW HFRQRPLHV RI VFDOH
WKDW DUH RI FULWLFDO LPSRUWDQFH WR HQWHUSULVH YLDELOLW\� 7KH ODUJHU WKH DXWKRUL]HG
JHRJUDSKLF VFRSH RI V\VWHP RSHUDWLRQV� WKH ODUJHU WKH SRWHQWLDO DQG� KRSHIXOO\� DFWXDO
ERG\ RI FXVWRPHUV RYHU ZKLFK WKHVH GHVLJQ DQG SURGXFW GHYHORSPHQW FRVWV FDQ EH
VSUHDG� ,Q DGGLWLRQ� WKHUH DUH DOVR LPSRUWDQW DGYDQWDJHV WR EH GHULYHG IURP WKH
DEVHQFH RI VLJQDO LQWHUIHUHQFH SUREOHPV DW WKH JHRJUDSKLF ERUGHUV RI VHUYLFH DUHDV
RZQHG E\ WKH VDPH SURGXFHU� :LWK D QDWLRQDO IRRWSULQW� WKHUH DUH QR �LQWHUQDO�
´ERUGHUVµ DQG� DV D UHVXOW� WHFKQLFDOO\ HIIHFWLYH V\VWHPV FDQ EH GHSOR\HG DW ORZHU
FRVWV ZLWK IHZ FRYHUDJH ORVVHV SURGXFHG E\ WKH RSHUDWLRQ RI LQWHUIHULQJ V\VWHPV���

                                               
�� )RU H[DPSOH� ´'HYHORSLQJ DQG PDLQWDLQLQJ WKH VRIWZDUH HPERGLHG LQ D VWDWH�RI�WKH�DUW HOHFWURQLF VZLWFK
SURGXFW OLQH LV D ELOOLRQ�GROODU�D�\HDU SURSRVLWLRQ�µ 6HH 5RQDOG $� &DVV DQG -RKQ +DULQJ� ,QWHUQDWLRQDO 7UDGH LQ

7HOHFRPPXQLQFDWLRQV �$(,�0,7 3UHVV� ������ S� ����
�� 7KHUH ZLOO UHPDLQ FHUWDLQ RWKHU DXWKRUL]HG RSHUDWLRQV ZLWKLQ WKH EDQG LQ FHUWDLQ JHRJUDSKLF DUHDV ZKRVH
HIIHFWLYHQHVV QHHGV WR EH SURWHFWHG�
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2WKHU LPSRUWDQW DGYDQWDJHV RI HQWU\ RQ D ODUJH �JHRJUDSKLFDOO\ XELTXLWRXV� VFDOH
LQFOXGH ORZHU SHU�XQLW FRVWV RI HQWU\� &RQVLGHU� IRU H[DPSOH� WKDW DOO RI WKH IL[HG
FRVWV DVVRFLDWHG ZLWK SDUWLFLSDWLRQ LQ DQ )&& VSHFWUXP DXFWLRQ FDQ EH VSUHDG RYHU
ODUJHU RXWSXW YROXPHV WKH ODUJHU WKH JHRJUDSKLF FRYHUDJH ZLWK ZKLFK WKH WDUJHW
OLFHQVH LV HQGRZHG� ,W LV DOVR OLNHO\ WKDW FRVWV RI SUHSDULQJ ELG YDOXDWLRQV ZLOO EH
ORZHU DQG OHVV FRPSOH[ ZHUH D OLFHQVH WR DIIRUG EURDG JHRJUDSKLF FRYHUDJH�

7KH H[LVWHQFH RI VLJQLILFDQW HFRQRPLHV RI VFDOH DQG VFRSH LQ SURYLGLQJ PRELOH
FRPPXQLFDWLRQV VHUYLFHV LV ZLGHO\ UHFRJQL]HG� )RU H[DPSOH� LQ JDXJLQJ WKH
HFRQRPLF HIILFLHQF\ RI WKH )&&·V VSHFWUXP DXFWLRQV� WKH &RQJUHVVLRQDO %XGJHW
2IILFH VSHFLILFDOO\ DGYHUWV WR WKH VXFFHVVIXO DJJUHJDWLRQ RI VSHFWUXP OLFHQVHV
VXIILFLHQW WR SHUPLW QDWLRQZLGH IRRWSULQWV� WKHUHE\ HQDEOLQJ WKH UHDOL]DWLRQ RI FRVW
DGYDQWDJHV GHULYHG ´IURP VSUHDGLQJ WKH IL[HG FRVW RI QHZ V\VWHPV RYHU D ODUJHU
FXVWRPHU EDVHµ RU IURP DYRLGDQFH RI ´SUREOHPV ZLWK VLJQDO LQWHUIHUHQFH DW WKH
JHRJUDSKLF ERUGHUV RI VHUYLFH DUHDV RZQHG E\ WKH VDPH SURGXFHU�µ��

6LPLODU NLQGV RI HFRQRPLHV KDYH EHHQ LGHQWLILHG LQ PDVV PHGLD FRPPXQLFDWLRQV�
7KH )&&� LQ MXVWLI\LQJ LWV DOORFDWLRQ RI D YHU\ VXEVWDQWLDO FKXQN RI VSHFWUXP IRU
SURYLVLRQ RI VDWHOOLWH '$56� SRLQWHG WR WKH SRWHQWLDO DELOLW\ �DQG H[SOLFLW SURPLVHV� RI
'$56 RSHUDWRUV WR DJJUHJDWH PLQRULW\ DXGLHQFHV RQ D QDWLRQDO VFDOH DQG WKXV WR
HFRQRPLFDOO\ UDWLRQDOL]H SURYLVLRQ RI RWKHUZLVH �DOOHJHGO\� XQHFRQRPLF PLQRULW\
SURJUDPPLQJ� WKXV IRVWHULQJ JUHDWHU SURJUDPPLQJ GLYHUVLW\��� 7KH DQDORJ\ WR WKH
GHVLJQ DQG GHYHORSPHQW FRVWV WR ZKLFK ZH SUHYLRXVO\ UHIHUUHG LV TXLWH FORVH�
SURJUDPPLQJ KDV VLJQLILFDQW IL[HG ´ILUVW�FRS\µ FRVWV DQG WKHQ YHU\ ORZ PDUJLQDO
FRVWV IRU GHOLYHU\ WR DGGLWLRQDO FRQVXPHUV� ,I D SURJUDPPHU FDQ UHDFK D ODUJH
DXGLHQFH� LW FDQ HIIHFWLYHO\ VSUHDG SURGXFWLRQ FRVWV DQG UHFRYHU LWV FRVWV ZLWK RQO\
PLQLPDO IL[HG�FRVW EXUGHQV�

                                               
�� 6HH &RQJUHVVLRQDO %XGJHW 2IILFH� :KHUH 'R :H *R )URP +HUH" 7KH )&& $XFWLRQV DQG WKH )XWXUH RI 5DGLR 6SHFWUXP
0DQDJHPHQW �$SULO ������ ´7KH VWURQJHVW LQGLFDWRU RI WKH DXFWLRQ·V VXFFHVV ZDV WKH DELOLW\ RI WKUHH ODUJH ELGGHUV WR
ZLQ WKH OLFHQVHV QHFHVVDU\ WR SURYLGH PRELOH WHOHSKRQH VHUYLFH QHDUO\ QDWLRQZLGH�µ �S� ��� HPSKDVLV DGGHG��
�� 6HH )&&� ,Q WKH 0DWWHU RI (VWDEOLVKPHQW RI 5XOHV DQG 3ROLFLHV IRU WKH 'LJLWDO $XGLR 5DGLR 6DWHOOLWH 6HUYLFH LQ WKH ���������
0+] )UHTXHQF\ %DQG� 5HSRUW DQG 2UGHU GWG� 0DUFK �� ����� ´0RUHRYHU VDWHOOLWH '$56 FDQ SURYLGH QHZ VHUYLFHV
WKDW ORFDO UDGLR LQKHUHQWO\ FDQQRW SURYLGH� :LWK LWV QDWLRQDO UHDFK� VDWHOOLWH '$56 FRXOG SURYLGH FRQWLQXRXV
UDGLR VHUYLFH WR WKH ORQJ�GLVWDQFH PRWRULQJ SXEOLF� SHUVRQV OLYLQJ LQ UHPRWH DUHDV� DQG PD\ RIIHU QHZ IRUPV RI
HPHUJHQF\ VHUYLFHV� 6DWHOOLWH '$56 PD\ DOVR EH DEOH WR IRVWHU QLFKH SURJUDPPLQJ EHFDXVH LW FDQ DJJUHJDWH VPDOO�
QDWLRQDOO\ GLVSHUVHG OLVWHQHU JURXSV WKDW ORFDO UDGLR FRXOG QRW SURILWDEO\ VHUYH�µ :H EHOLHYH YLUWXDOO\ WKH VDPH
DUJXPHQWV DSSO\ WR WKH NLQG RI LQWHUDFWLYH VHUYLFH $UUD\&RPP SODQV WR VXSSO\ XVLQJ WKH ������� 0+] IUHTXHQF\
EDQG �YL]�� QLFKH DSSOLFDWLRQV IRU D YDULHW\ RI VSHFLDO�XQLTXH�LQWHUHVW SHUVRQDO WDVWHV DQG SUHIHUHQFHV��
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�� &21&/86,21

(FRQRPLFDOO\ VXFFHVVIXO LQQRYDWLRQ RI D QHZ VSHFLDOL]HG ZLUHOHVV ,QWHUQHW DSSOLFDWLRQ
LQ WKH ������� 0+] EDQG ZRXOG OLNHO\ EH LPSRVVLEOH�H[WUHPHO\ GLIILFXOW ZLWKRXW D
QDWLRQDO OLFHQVH�
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