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:H�KDYH�FRPH�D�ORQJ�ZD\�IURP�WKH�GD\V�ZKHQ�WKH�EXVLQHVV�SODQ�ZDV�ILOHG�DZD\�
DW�WKH�HQG�RI�WKH�SODQQLQJ�URXQG�DQG�WDNHQ�RXW�DJDLQ�RQO\�ZKHQ�WKH�DQQXDO�UHVXOW�
ZDV�NQRZQ���1RZDGD\V�SURJUHVV�DJDLQVW�SODQ�LV�PRQLWRUHG�RQ�D�UHJXODU�EDVLV��%XW�
WKH�SUDFWLFH�RI�FRQVWDQWO\�UHYLVLWLQJ�WKH�G\QDPLFV�EHKLQG�WKH�SODQ��WR�HQVXUH�EHWWHU�
GLUHFWLRQ�RI�WKH�EXVLQHVV��LV�VWLOO�EHLQJ�GHYHORSHG��
�
1R�WZR� LQVXUHUV�ZLOO�JR�DERXW�WKHLU�SODQQLQJ� LQ�H[DFWO\�WKH�VDPH�ZD\�EXW�DOO�ZLOO�
VHHN� WR� SUHGLFW�� RYHU� WKH� SODQQLQJ� SHULRG�� WKH� NH\� QXPEHUV�� SUHPLXPV�� FODLPV��
FRPPLVVLRQ��H[SHQVHV�DQG�LQYHVWPHQW�LQFRPH��WKH�ODWWHU�VSOLW�EHWZHHQ�LQFRPH�RQ�
WKH� LQVXUDQFH� IXQGV� �WHFKQLFDO� UHVHUYHV�� DQG� VKDUHKROGHUV¶�IXQGV�� � 7KLV� H[HUFLVH�
ZLOO� EH� GRQH� IRU� DOO� OLQHV� RI� EXVLQHVV� DQG� WKH� WRWDO� UHVXOW� FDUULHG� WKURXJK� LQWR� D�
SXWDWLYH�EDODQFH�VKHHW�VR�DV�WR�GHWHUPLQH��LQWHU�DOLD��OLNHO\�DYDLODELOLW\�RI�SURILWV�IRU�
GLVWULEXWLRQ�DQG�SURMHFWHG�VROYHQF\�FRYHU��
�
0DQ\�LQVXUHUV�ZLOO�SURGXFH�D�SKDVHG�SODQ��ZKHUHE\�WKH�H[SHFWHG�DQQXDO�UHVXOW�LV�
ORJJHG�TXDUWHUO\�RU�PRQWKO\� � �LQGLYLGXDO� DVSHFWV�� VXFK�DV�SUHPLXP�YROXPHV�DQG�
UHSRUWHG�FODLPV��PD\�EH�WKH�VXEMHFW�RI�PRUH�IUHTXHQW�PRQLWRULQJ���,W�LV�DOVR�JRRG�
SUDFWLFH� WR� SURGXFH� D� QXPEHU� RI� µFDVH¶� VFHQDULRV�� LQGHHG� WKLV� PD\� ZHOO� EH� D�
UHJXODWRU\�UHTXLUHPHQW��EXW�HYHQWXDOO\�RQH�UHDOLVWLF�SODQ�QHHGV�WR�EH�VHOHFWHG�WR�
SURYLGH�D�SHUIRUPDQFH�EHQFKPDUN��
�
6LWWLQJ�EHKLQG� WKH�SODQ�QXPEHUV�ZLOO� EH�PDQ\�GHWDLOHG�DVVXPSWLRQV� WKDW�SURYLGH�
WKHLU�XQGHUSLQQLQJ���)RU�H[DPSOH��WKH�SUHPLXP�ILJXUH�ZLOO�XVXDOO\�EH�DQ�DPDOJDP�
RI� DQWLFLSDWHG� QXPEHU� RI� XQLWV� RI� H[SRVXUH� DQG� H[SHFWHG� SULFLQJ�� � 7KH� FODLPV�
ILJXUH�PD\�EH� WKH�SURGXFW�RI�D�GHWDLOHG�DVVHVVPHQW�RI�H[SHFWHG�H[SRVXUH�XQLWV��
FODLP�IUHTXHQF\�DQG�DYHUDJH�FRVW��RU�PD\�GHULYHG�IURP�D�FKRVHQ�ORVV�UDWLR�EDVHG�
RQ� DQWLFLSDWHG� IXWXUH� FODLPV� WUHQGV� YHUVXV� DVVXPHG� SULFLQJ� VWUHQJWK�� � 3UHGLFWHG�
FDVK�IORZV� ZLOO� EH� XVHG� WR� GHWHUPLQH� IXWXUH� LQYHVWPHQW� LQFRPH�� YLHZV� ZLOO� EH�
WDNHQ�RQ�WKH�GHYHORSPHQW�RI�HDUOLHU�\HDUV¶�UXQ�RII���
�
8QIRUWXQDWHO\� LQ�PRVW� LQVXUHUV¶�RIILFHV� WKHVH�NH\�DVVXPSWLRQV�DUH�VSUHDG�DURXQG�
DPRQJVW� LQGLYLGXDO� XQGHUZULWHUV�� DFWXDULHV� DQG� DFFRXQWDQWV� ZLWK� QR� FHQWUDO�
ORJJLQJ���7KHLU�V\VWHPDWLF�FROODWLRQ� LV�D�WHGLRXV�SURFHVV�EXW�ZHOO�ZRUWK�WKH�HIIRUW�
EHFDXVH�LW�SURYLGHV�DQ�LQYDOXDEOH�WRRO�IRU�PDQDJHPHQW��
�
1RZ�WKDW�WKH�EDVLF�VWUXFWXUH�LV�LQ�SODFH�LW�LV�SRVVLEOH�WR�DFWLYDWH�WKH�IHHGEDFN�ORRS��
�
7KLV� LV� PXFK� PRUH� WKDQ� VLPSO\� FRPSDULQJ� RXWWXUQ� ZLWK� SODQ� RU� ORRNLQJ� DW� D�
QXPEHU�RI� NH\�SHUIRUPDQFH� LQGLFDWRUV�� � ,W� LV� HDV\�HQRXJK��IRU�H[DPSOH�� WR� VSRW�
SUHPLXP�UXQQLQJ�DKHDG�RI�SODQ��EXW�ZKDW�LV�LPSRUWDQW�LV�WR�NQRZ�WKH�UHDVRQ�IRU�LW���
,I�DFKLHYHG�SULFLQJ� LV�VWURQJHU� WKDQ�H[SHFWHG�� WKHQ� WKDW� LV�RQH� WKLQJ�� � ,I��RQ� WKH�
RWKHU�KDQG��PRUH�XQLWV� RI� H[SRVXUH� DUH� EHLQJ�ZULWWHQ�DW� WKH� H[SHQVH�RI� SULFLQJ�
VWUHQJWK��WKDW�LV�VRPHWKLQJ�HOVH��
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QXPEHU�RI� NH\�SHUIRUPDQFH� LQGLFDWRUV�� � ,W� LV� HDV\�HQRXJK��IRU�H[DPSOH�� WR� VSRW�
SUHPLXP�UXQQLQJ�DKHDG�RI�SODQ��EXW�ZKDW�LV�LPSRUWDQW�LV�WR�NQRZ�WKH�UHDVRQ�IRU�LW���
,I�DFKLHYHG�SULFLQJ� LV�VWURQJHU� WKDQ�H[SHFWHG�� WKHQ� WKDW� LV�RQH� WKLQJ�� � ,I��RQ� WKH�
RWKHU�KDQG��PRUH�XQLWV� RI� H[SRVXUH� DUH� EHLQJ�ZULWWHQ�DW� WKH� H[SHQVH�RI� SULFLQJ�
VWUHQJWK��WKDW�LV�VRPHWKLQJ�HOVH��
�
,Q�ERWK�FDVHV�D�UHIRUHFDVW�ZLOO�QHHG�WR�EH�GRQH�DW�DQ�HDUO\�VWDJH�WR�UHVHW�WKH�ORVV�
UDWLR� DQG� ZRUN� RXW� WKH� HIIHFW� RQ� WKH� EDODQFH� VKHHW�� � ,I� WKH� H[HUFLVH� VKRZV�
XQGHUZULWLQJ� FRQGLWLRQV� WR� EH� SDUWLFXODUO\� SURSLWLRXV� DQG� WKHUH� LV� WKH� VROYHQF\�
VWUHQJWK�IRU�LW��FRQVLGHUDWLRQ�PD\�EH�JLYHQ�WR�H[SDQGLQJ�WKH�ERRN�PRUH�UDSLGO\�LI�
WKLV�FDQ�EH�GRQH�ZLWKRXW�FRPSURPLVLQJ�WKH�EXVLQHVV�TXDOLW\��
�
,I�WKH�IHHGEDFN�VKRZV�WKDW�WKH�XQGHUZULWHUV�DUH�VDFULILFLQJ�SULFLQJ�VWUHQJWK�IRU�WKH�
VDNH� RI� JURZWK�� KRZHYHU�� D� GLIIHUHQW� UHVSRQVH�ZLOO� EH� LQGLFDWHG�� �0DQDJLQJ� WKH�
RIWHQ�FRQIOLFWLQJ� GHPDQGV� IRU� ERWK� JURZWK� DQG� SURILW� DW� GLIIHUHQW� VWDJHV� RI� WKH�
F\FOH�LV�RQH�RI�WKH�HQGXULQJ�FKDOOHQJHV�RI�WKH�LQVXUDQFH�EXVLQHVV�±�DQG�RQH�WKDW�
DQDO\VWV� DQG� MRXUQDOLVWV� IUHTXHQWO\� IDLO� WR� XQGHUVWDQG� �UHPHPEHU� WKH�
,QGHSHQGHQW"��� �'LIILFXOW�GHFLVLRQV�PD\�EH�UHTXLUHG�KHUH�EXW�WKH�PRVW� LPSRUWDQW�
SRLQW� LV� WKDW� LI� SULFLQJ� VWUHQJWK� GDWD� LV� QRW� EHLQJ� FRQWLQXRXVO\� FDSWXUHG� DQG�
FRPSDUHG� ZLWK� SODQ�� WKHQ� WKH� LQVXUHU¶V� PDQDJHPHQW� ZLOO� EH� XQDZDUH� RI� DQ\�
SUREOHP�±�WKH\�PD\�HYHQ�EH�SOHDVHG�DERXW�WKH�DERYH�SODQ�JURZWK�±�XQWLO�DGYHUVH�
ORVV� UDWLRV� VWDUW� WR� HPHUJH� DW� D� ODWHU� VWDJH�� 7KLV� XQGHUOLQHV� WKH� LPSRUWDQFH� RI�
ORJJLQJ�WKH�SODQ�DVVXPSWLRQV�LQ�DGGLWLRQ�WR�WKH�QXPEHUV�WKHPVHOYHV��
�
0RVW� LQVXUHUV�PRQLWRU� FDVK�IORZ� LQ� RQH� IRUP�RU� DQRWKHU�EXW� LQ�PDQ\� FDVHV� LW� LV�
RPLWWHG� IURP� WKH� XQGHUZULWHU¶V� WKLQNLQJ�� ZKLFK� RIWHQ� GRHV� QRW� JR� EH\RQG� DQ�
DVVXPHG�LQYHVWPHQW�LQFRPH��RU�GLVFRXQW��ILJXUH�LQ�WKH�SULFLQJ�IRUPXOD���%XW�ZLWKLQ�
WKH�VDPH�FODVV�RI�EXVLQHVV�GLIIHUHQWO\�VRXUFHG�ULVNV�FDQ�KDYH�YHU\�GLIIHUHQW�FDVK�
IORZ� FKDUDFWHULVWLFV�� 7KHVH� VKRXOG� EH� IDFWRUHG� LQWR� WKH� SODQQLQJ� DQG� DFWLYHO\�
DSSOLHG� WR� WKH� ULVN� VHOHFWLRQ�SURFHVV��SDUWLFXODUO\� LPSRUWDQW�ZKHUH� FDSDFLW\� LV� DQ�
LVVXH�� �$JDLQ� LW� LV� LPSRUWDQW� WKDW� WKH�XQGHUO\LQJ�DVVXPSWLRQV�DUH�WKHUH�WR�EH�VHW�
DJDLQVW�ZKDW�DFWXDOO\�KDSSHQV��
�
:KLOH� PRVW� RI� WKH� DWWHQWLRQ� ZLOO� EH� IRFXVVHG� RQ� WKH� FXUUHQW� XQGHUZULWLQJ� \HDU��
HDUOLHU�\HDUV�DUH�RI�VLJQLILFDQW�LPSRUWDQFH��7KLV�LV�QRW�MXVW�IURP�WKH�VWDQGSRLQW�RI�
KRZ� WKHLU� GHYHORSPHQW�PD\� DIIHFW� WKH� ILQDQFLDO� \HDU¶V� WUDGLQJ� UHVXOW� �LPSRUWDQW�
HQRXJK�� EXW� DOVR� KRZ� WKH� G\QDPLFV� EHKLQG� WKHLU� GHYHORSPHQW�� SHUKDSV� ORQJHU�
UHSRUWLQJ�WLPHV�RU�KLJKHU�DYHUDJH�FODLPV�FRVW��LPSDFW�WKH�DVVXPSWLRQV�EHKLQG�WKH�
FXUUHQW�SODQ�� � ,W� LV�EDG�HQRXJK�WR�KDYH�WR�VWUHQJWKHQ�HDUOLHU�\HDUV¶� UHVHUYHV�EXW�
PDWWHUV� ZLOO� EH� IDU� ZRUVH� LI� WKH� XQGHUO\LQJ� FDXVHV� DUH� QRW� UHIOHFWHG� LQ� FXUUHQW�
SULFLQJ�DQG�SROLF\�WHUPV��
�
7KH� YDULRXV� G\QDPLFV� EHKLQG� DQ\� EXVLQHVV� SODQ� DUH� IDU� WRR� QXPHURXV� WR� EH�
FDWDORJXHG� KHUH�� UHLQVXUDQFH� KDV� QRW� EHHQ� PHQWLRQHG�� IRU� H[DPSOH�� � :KDW�
PDWWHUV� LV� WR�KDYH�PHFKDQLVPV� WKDW�HQDEOH� WKH�NH\�DVVXPSWLRQV� WR�EH� UHFRUGHG�
FHQWUDOO\�±�WKLV�DORQH�ZLOO�JLYH�VHQLRU�PDQDJHPHQW�D�FUXFLDO�LQVLJKW�LQWR�WKH�FXUUHQW�
WKLQNLQJ�DW�RSHUDWLRQDO�OHYHO�±�DQG�WR�KDYH�FRQVWDQW�IHHGEDFN�WR�FRPLQJ�LQ�YLD�WKH�
ORRS�� � 5HSRUWHG� YDULDQFHV� FDQ� WKHQ� EH� XVHG� WR� GHWHUPLQH� WDFWLFV� DQG� WR� JXLGH�
FRUUHFWLYH�DFWLRQ�EHIRUH�VHULRXV�SUREOHPV�GHYHORS��
�
,W�PD\�VHHP�OLNH�D�EOLQGLQJ�JOLPSVH�RI�WKH�REYLRXV�WR�VD\�WKDW�DQ�LQVXUHU�LV�LQ�WKH�
XQGHUZULWLQJ�EXVLQHVV��\HW�PDQ\�GHFLVLRQV�RQ��VD\��,7�RU�+5�RSHUDWLRQV�DUH�PDGH�
ZLWKRXW� DQ\� DFFRXQW� EHLQJ� WDNHQ� RI� WKH� XQGHUO\LQJ� EXVLQHVV� HQYLURQPHQW�� � 7KH�
SODQQLQJ� ORRS� QHHGV� WR� EH� DSSOLHG� WR� DOO� GHFLVLRQ� PDNLQJ� DUHDV� RWKHUZLVH� LW� LV�
SRVVLEOH�WKDW�D�GHFLVLRQ�PD\�EH�PDGH�WR�JR�IRU�JURZWK�WR�VXSSRUW�WKH� LQFUHDVHG�
H[SHQGLWXUH�DW�WKH�ZRUVW�SRVVLEOH�WLPH�IURP�DQ�XQGHUZULWLQJ�VWDQGSRLQW��
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ZLWKRXW� DQ\� DFFRXQW� EHLQJ� WDNHQ� RI� WKH� XQGHUO\LQJ� EXVLQHVV� HQYLURQPHQW�� � 7KH�
SODQQLQJ� ORRS� QHHGV� WR� EH� DSSOLHG� WR� DOO� GHFLVLRQ� PDNLQJ� DUHDV� RWKHUZLVH� LW� LV�
SRVVLEOH�WKDW�D�GHFLVLRQ�PD\�EH�PDGH�WR�JR�IRU�JURZWK�WR�VXSSRUW�WKH� LQFUHDVHG�
H[SHQGLWXUH�DW�WKH�ZRUVW�SRVVLEOH�WLPH�IURP�DQ�XQGHUZULWLQJ�VWDQGSRLQW��

�
2QH� FDQ�KDUGO\� FORVH� DQ� DUWLFOH� VXFK� DV� WKLV�ZLWKRXW� DW� OHDVW� VRPH� UHIHUHQFH� WR�
UHJXODWLRQ� DQG� WKH� KRO\� JUDLO� RI� WUDQVSDUHQF\�� � 6HQLRU� PDQDJHPHQW� FRQWURO� RI�
RSHUDWLRQV�� WKURXJK�NQRZOHGJH�RI�ZKDW� LV�KDSSHQLQJ�DW� WKH� IURQW�HQG�� LV�RQH�RI�
WKH� UHJXODWRU¶V� SULPDU\� FRQFHUQV�� � $� IXOO\� GHYHORSHG� SODQ� IHHGEDFN� ORRS�� ZLWK�
HYLGHQFH�RI�PDQDJHPHQW�DFWLRQV�EHLQJ�EDVHG�RQ�ZKDW�LW�VKRZV��ZLOO�JR�D�ORQJ�ZD\�
WR�PHHWLQJ�WKHVH����
�
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