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WKHLU�WUDGLWLRQDO�EHKDYLRU��6XFK�D�JDPH�JHQHUDWHV�LQFUHGLEOH�WKUHDWV��EXW�DOVR�DPD]LQJ�RSSRUWXQLWLHV��WKH�VWDNHV�RI�ZKLFK�DUH�QRW�RQO\�WKH�SURVSHULW\�RI�ILUPV�EXW�DOVR�RI�QDWLRQV��+RZ�FDQ�GLIIHUHQW�SOD\HUV�GHDO�ZLWK�JOREDOL]DWLRQ�DQG�WKH�UHVXOWLQJ�FRPSHWLWLRQ"�:KDW�FKRLFHV�GR�HDFK�RI�WKHP��LQ�SDUWLFXODU�WKH�VPDOOHU�DQG�ZHDNHU��KDYH"�:KLFK�RI�WKHVH�FKRLFHV�LV�EHVW"�7KHVH�DUH�WKH�NH\�TXHVWLRQV�GHDOW�ZLWK�LQ�WKLV�SDSHU�,Q�UHVSRQGLQJ��ZH�LQWHQG�WR�SURYLGH�DQ�RYHUYLHZ�RI�WKH�UHDOLWLHV�DQG�FKDOOHQJHV�RI�WRGD\¶V�JOREDOL]DWLRQ�DQG�RI�WKH�UHVSRQVHV�WKDW�ILUPV�DQG�JRYHUQPHQWV�KDYH�GHYHORSHG�RU�DUH�LPSOHPHQWLQJ��,Q�6HFWLRQ�,,��ZH�FOHDU�WKH�ODQJXDJH�RI�µJOREDOL]DWLRQ¶�DQG�SURSRVH�WKDW�WKHUH�DUH�YDULRXV�OHYHOV�RI�JOREDOL]DWLRQ��,Q�WKH�6HFWLRQ�,,,��ZH�GHVFULEH�WKH�VWUDWHJLF�UHVSRQVHV�RI�ILUPV�WR�WKH�UHDOLWLHV�WKH\�DUH�QRZ�IDFLQJ��,Q�6HFWLRQ�,9��ZH�VKRZ�KRZ�JRYHUQPHQWV�FDQ�JHW�LQYROYHG�DQG�KRZ�WKH\�DUH�UHVSRQGLQJ��6HFWLRQ�9�DGGUHVVHV�PRUH�VSHFLILFDOO\�WKH�VLWXDWLRQ�RI�VPDOOHU�ILUPV�EDVHG�LQ�VPDOOHU�FRXQWULHV�DQG�VXJJHVW�WKDW�WKHLU�VWUDWHJLHV�QHHG�QRW�EH�WKH�VDPH�DV�WKRVH�RI�ZHOO�HVWDEOLVKHG�ILUPV��)LQDOO\��ZH�FRQFOXGH�LQ�6HFWLRQ�9,�ZLWK�D�GLVFXVVLRQ�RI�ZKDW�WKH�IXWXUH�LV�KROGLQJ�ERWK�IRU�ILUPV�DQG�JRYHUQPHQWV�RI�VPDOOHU�DQG�GHYHORSLQJ�FRXQWULHV�
,,��*OREDOL]DWLRQ��0XOWLSOH�5HDOLWLHV
7KH�ZRUG�JOREDOL]DWLRQ�LV�RIWHQ�XVHG�WR�GHVFULEH�GLIIHULQJ�UHDOLWLHV��)RU�H[DPSOH��RQH�FDQ�VSHDN�RI�WKH�JOREDOL]DWLRQ�RI�PDUNHWV�RU�LQGXVWULHV��DV�LI�LW�ZHUH LPSRVHG�RQ�WKH�DFWRUV�DQG�XQUHODWHG�WR�WKHLU�DFWLRQV��3RUWHU���������7KH�79�PDUNHW�RU�WKH�SLDQR�PDUNHW�DUH�VDLG�WR�EH�JOREDO��2QH�FDQ�DOVR�VSHDN�RI�WKH�JOREDOL]DWLRQ�RI�WKH�ILUP�DQG�RI�LWV�VWUDWHJ\��'R]��������3RUWHU���������,%0�DQG�)RUG�DUH�VDLG�WR�EH�JOREDO��EXW�ZKDW�DERXW�D�VPDOO�ILUP�LQ�&DQDGD�WKDW�H[SRUWV����WR�����SHUFHQW�RI�LWV�RXWSXW"�,Q�DQ�DWWHPSW�WR�FOHDU�XS�WKLV�DPELJXLW\��ZH�RIIHU�LQ�WKLV�VHFWLRQ�D�ZD\�RI�VSHDNLQJ�DERXW�JOREDOL]DWLRQ�WKDW�WDNHV�LQWR�DFFRXQW�WKH�YDULRXV�PHDQLQJV�RI�WKH�ZRUG�DQG�WKDW�KRSHIXOO\�KHOSV�FDSWXUH�WKH�ULFK�UHDOLW\�RI�WRGD\¶V�FRPSHWLWLYH�ZRUOG�,Q�UHFHQW�VWXGLHV��JOREDOL]DWLRQ�DSSHDUV�WR�EH�WKH�UHVXOW�RI�FKDQJHV�LQ�WKH�HQYLURQPHQW��LQ�SDUWLFXODU�LQ�WKH�VWUXFWXUH�RI�WKH�LQGXVWU\��LQ�ZKLFK�ILUPV�DQG�JRYHUQPHQWV�RSHUDWH��,Q WKH�DXWR�LQGXVWU\��IRU�H[DPSOH��ZKLFK�FRQVLGHUHG�LV�WR�EH�WKH�W\SLFDO�JOREDO�LQGXVWU\��'R]���������JOREDOL]DWLRQ�KDV�EHHQ�IDFLOLWDWHG�E\�WKUHH�JURXSV�RI�IDFWRUV��

�� 7KH�HPHUJHQFH�RI�WKH�(XURSHDQ�8QLRQ��WKDW�LQFUHDVHG�GUDPDWLFDOO\�WUDGH�DPRQJ�(XURSHDQ�FRXQWULHV��� 7KH�VXFFHVVIXO�SHQHWUDWLRQ�RI�-DSDQHVH�ILUPV��VSXUUHG�E\�SURGXFWLYLW\�DQG�TXDOLW\�DGYDQWDJHV��DQG�� &RQYHUJLQJ�FRQVXPHUV¶�SUHIHUHQFHV�LQ�WKH�PDLQ�PDUNHWV��IDFLOLWDWHG�E\�WKH������HQHUJ\�FULVLV�DQG�WKH�HYROXWLRQ�WRZDUG�PRUH�DGYDQFHG�WHFKQRORJLHV�HYHU\ZKHUH�
� 6HH�'R]��������3RUWHU��������3UDKDODG�DQG�'R]��������%DUWOHWW�	�*KRVKDO��������5XJPDQ� �����
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7R�WKHVH��RQH�VKRXOG�DGG�WKH�IXQGDPHQWDO�FKDUDFWHULVWLFV�RI�WKH�DXWR�LQGXVWU\��HFRQRPLHV�RI�VFDOH�LQ�SURGXFWLRQ��GLVWULEXWLRQ�DQG�PDUNHWLQJ��SURGXFWLYLW\�GLIIHUHQFHV�DPRQJ�QDWLRQV��DQG�WKH�WUHQG�WRZDUG�IUHH�WUDGH��ZKLFK�KDYH�DOO�SXVKHG�ILUPV�WR�GHYHORS VWUDWHJLHV�WKDW�OLQN�PDUNHWV��0RVW�LQGXVWULHV�IROORZ�WKHVH�SDWWHUQV�$W�ILUVW��JRYHUQPHQWV�UHVLVWHG�WKLV�WUHQG��%XW�DV�JOREDOL]DWLRQ�SHUVLVWHG��VRPH�ILQDOO\�DJUHHG�WR�UHOD[�VRPH�RI�WKHLU�SURWHFWLRQLVW�UHVWULFWLRQV�RQ�WKH�FRQGLWLRQ�WKDW�VRFLDO�FRQVLGHUDWLRQV��LQ�SDUWLFXODU�HPSOR\PHQW��ZHUH�WDNHQ�LQWR�DFFRXQW�E\�WKH�ILUPV�FRQFHUQHG��$OO�JRYHUQPHQWV�ZHUH�WKHQ�REOLJHG�WR�IROORZ�VXLW��LPSRVLQJ�D�IHZ�UXOHV�WR�SURWHFW�VRFLDO�EDODQFH�DQG�QDWLRQDO�LQWHUHVWV��7KH�HQG�UHVXOW�ZDV�QRW�D�WRWDO�JOREDOL]DWLRQ��EXW�DQ�³DGPLQLVWHUHG�JOREDOL]DWLRQ´�*OREDOL]DWLRQ�LV�DOVR�WKH�UHVXOW�RI�ILUPV¶�DFWLRQV��3RUWHU���������IRU�H[DPSOH��EDVHV�KLV�GHILQLWLRQ�RI�JOREDOL]DWLRQ�VROHO\�RQ�ILUPV¶�VWUDWHJLHV��VWDWLQJ�WKDW�³DQ�LQGXVWU\�EHFRPHV�JOREDO�ZKHQ�D�ILUP�ILQGV�D�ZD\�WR�DFKLHYH�D�FRPSHWLWLYH�DGYDQWDJH�E\�UHODWLQJ�LWV�DFWLYLWLHV�LQ�VHYHUDO�FRXQWULHV�´�$FFRUGLQJ�WR�KLP��LI�VXFK�DQ�DGYDQWDJH�FDQQRW�EH�LJQRUHG�E\�FRPSHWLWRUV��WKH\�ZLOO�DOO�GR�WKH�VDPH��WKXV�JHQHUDWLQJ�D�JOREDO�LQGXVWU\��3RUWHU�IXUWKHU�VXJJHVWV�WKDW�WKH�GLVSHUVLRQ�RI�WKH�YDOXH�FKDLQ�FRQVWLWXHQWV�VKRXOG�EH�DQ�LQGLFDWRU�RI�JOREDOL]DWLRQ��'LVSHUVLRQ�RI�WKH�YDOXH�FKDLQ�LV�KRZHYHU�FRQVWUDLQHG�E\�FR�RUGLQDWLRQ�FDSDELOLWLHV��7KH�FRPELQDWLRQ�RI�D�GHJUHH�RI�GLVSHUVLRQ�DQG�RI�D�GHJUHH�RI�FRRUGLQDWLRQ��WR�DFKLHYH�HLWKHU�D�ORZHU�FRVW�RI�GLIIHUHQWLDWLRQ��LV�WKHQ�FDOOHG�D�JOREDO�VWUDWHJ\��'R]��RQ�WKH�RWKHU�KDQG��ZHQW�D�OLWWOH�IXUWKHU�WR�VXJJHVW�WKDW�GLIIHUHQW�LQGXVWULHV�PLJKW�UHTXLUH�GLIIHUHQW�LQWHUQDWLRQDO�VWUDWHJLHV��)RU�H[DPSOH��ZKHQ�WKH�LQGXVWU\�LV�IDLUO\�JOREDO��ZLWK�OLPLWHG�H[WHUQDO�FRQVWUDLQWV��WKH�VWUDWHJ\�WKDW�ILUPV�WHQG�WR�IROORZ�LV�D�JOREDO�LQWHJUDWLRQ VWUDWHJ\��:KHQ�WKHUH�DUH�PDQ\�EDUULHUV�WR�JOREDOL]DWLRQ��WKH�PRVW�DSSURSULDWH�VWUDWHJ\�LV�D�QDWLRQDO�UHVSRQVLYHQHVV VWUDWHJ\��,QWHUPHGLDWH�VLWXDWLRQV�UHTXLUH�D�PXOWLIRFDO�VWUDWHJ\�$V�ZH�FDQ�VHH��WKH�ODQJXDJH�LV�IDU�IURP�FOHDQ��$XWKRUV�VSHDN�RI�JOREDOL]DWLRQ�RI�PDUNHWV��LQGXVWULHV�DQG�ILUPV�ZLWKRXW�UHDOO\�GLVWLQJXLVKLQJ�DPRQJ�WKHP��:H�ZRXOG�WKHUHIRUH�OLNH�ILUVW�WR�FODULI\�WKH�FRQFHSW�DQG�RIIHU�WKDW�WKHUH�DUH�OHYHOV�RI�JOREDOL]DWLRQ��ZLWK�WKUHH�GLVWLQFW�WKRXJK�LQWHUUHODWHG�LGHDV�
�� 7KH�JOREDOL]DWLRQ�RI�QDWLRQDO�PDUNHWV��� 7KH�JOREDOL]DWLRQ�RI�LQGXVWULHV�RU�FRPSHWLWLRQ��DQG�� 7KH�JOREDOL]DWLRQ�RI�ILUPV�

7KH�*OREDOL]DWLRQ�RI�1DWLRQDO�0DUNHWV$�QDWLRQDO�PDUNHW�LV�JOREDO�ZKHQ�LW�LV�RSHQ�HQRXJK�WR�WKH�SUHVHQFH�RI�LQWHUQDWLRQDO�FRPSHWLWRUV��WKDW�LQ�DOO�PDMRUV�LQGXVWULHV��PRVW�RI�WKHP�DUH�SUHVHQW�DQG�FRPSHWH�ZLWK�RQH�
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DQRWKHU��2QH�FRXOG�VD\��IRU�LQVWDQFH��WKDW�WKH�$PHULFDQ�PDUNHW�LV�IDLUO\�JOREDO��,Q�FRQWUDVW��WKH�-DSDQHVH�PDUNHW��EHFDXVH�RI�QXPHURXV QRQ�WDULII�EDUULHUV�LV�QRW�UHDOO\�JOREDO��7KXV��LW�LV�JHQHUDOO\�PRUH�DSSURSULDWH�WR�WDON�DERXW�D�GHJUHH�RU�OHYHO�LQ�JOREDOL]DWLRQ��7R�PDNH�WKH�MXGJPHQW�DERXW�VXFK�D�GHJUHH��RQH�FRXOG�XVH�WKH�JXLGHOLQH�SXW�IRUZDUG�LQ�7DEOH���
7DEOH����*OREDOL]DWLRQ�RI�1DWLRQDO�0DUNHWV
'HJUHH�RI�*OREDOL]DWLRQ 7DULII�%DUULHUV 1RQ�7DULII�%DUULHUV &RPSHWLWLRQ�G\QDPLFV ([DPSOHV
+,*+ =HUR =HUR�RU�ORZ 0DQ\�FRPSHWLWRUV�LQ�PDLQ�LQGXVWULHV 7KH�8QLWHG�6WDWHVDQG�&DQDGD$9(5$*( /RZ $YHUDJH�EXW�OLWWOH�YLVLELOLW\ 6HYHUDO�FRPSHWLWRUV�LQPDLQ�LQGXVWULHV )UDQFH�DQG�WKH�(XURSHDQ�8QLRQ�LQ�JHQHUDO/2: 0HGLXP�WR�+LJK 0HGLXP�WR�+LJK $�IHZ�FRPSHWLWRUV�DQG�OLWWOH�ULYDOU\ &RXQWULHV�LQ�WUDQVLWLRQ6RXUFH��7KH�DXWKRU�
7KH�*OREDOL]DWLRQ�RI�DQ�,QGXVWU\�RU�WKH�*OREDOL]DWLRQ�RI�&RPSHWLWLRQ7KH�*OREDOL]DWLRQ�RI�DQ�LQGXVWU\�RU�WKH�JOREDOL]DWLRQ�RI�FRPSHWLWLRQ WDNHV�SODFH�ZKHQ�WKH�FRPSHWLWLYH�VLWXDWLRQ�LQ�D�FRXQWU\�LV�UHODWHG�WR�WKDW�LQ�PDQ\�RWKHU�FRXQWULHV��7KLV�KDSSHQV�ZKHQ�VRPH�ILUPV�WU\�WR�UHODWH�WKHLU�DFWLYLWLHV�DFURVV�FRXQWULHV�WR�DFKLHYH�D�FRPSHWLWLYH�DGYDQWDJH��)RU�H[DPSOH��LI�DQ�DXWRPRELOH�ILUP�ZDV�DEOH�WR�VHOO�WKH�VDPH�FDU�LQ�VHYHUDO�FRXQWULHV��EXW�SURGXFHG�LQ�RQO\�RQH�RI�WKHP��DV�ZDV�WKH�FDVH�ZLWK�7R\RWD�XQWLO�WKH�PLGGOH�RI�WKH�����V���LW�ZRXOG�EHQHILW�IURP�D�FRVW�DGYDQWDJH�GLIILFXOW�WR�PDWFK�E\�RWKHUV��,Q�VXFK�D�FDVH�WKH�RQO\�DOWHUQDWLYH�LV�WR�GR�WKH�VDPH��$V�PHQWLRQHG�HDUOLHU��WKHUH�DUH�PDQ\�IDFWRUV�WKDW�PD\�IDFLOLWDWH�VXFK�D�SURFHVV��LQ�SDUWLFXODU�XQLIRUP�WUDLQLQJ�SURWRFROV��DV�LQ�PHGLFLQH���DFFHVV�WR�WHFKQRORJ\��DFFHVV�WR�LQIRUPDWLRQ�DQG�PRUH�LPSRUWDQWO\��FRQYHUJHQFH�RI�FRQVXPHU�WDVWHV�DQG�SUHIHUHQFHV��7DEOH���VXJJHVWV�D�PHDQV�WR�HYDOXDWH�WKH�GHJUHH�RI�JOREDOL]DWLRQ�RI�LQGXVWU\�DQG�FRPSHWLWLRQ�
7DEOH����'HJUHH�RI�*OREDOL]DWLRQ�RI�,QGXVWU\�DQG�&RPSHWLWLRQ&RQGLWLRQV +,*+ $9(5$*( /2:,QWHU�PDUNHW�OLQNV 1XPHURXV 0DQ\ )HZ3URGXFWLRQ�LQWHJUDWLRQ ,PSRUWDQW 3DUWLDO 6PDOO&XVWRPHU�WDVWHV 6LPLODU &ORVH 'LYHUJLQJ5HOHYDQW�WHFKQLFDO�WUDLQLQJ 6LPLODU &ORVH 'LIIHUHQW$FFHVV�WR�WHFKQRORJ\ (DV\ /LFHQVLQJ 3URSULHWDU\$FFHVV�WR�LQIRUPDWLRQ 7RWDO ,PSRUWDQW $YHUDJH([DPSOHV $XWRV 6RIWZDUH��'HVLJQHU�FORWKLQJ 3UHVFULSWLRQ�GUXJV��%DQNLQJ�VHUYLFHV6RXUFH� WKH�DXWKRU�
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7KH�*OREDOL]DWLRQ�RI�D�ILUP�)LQDOO\��WKH�*OREDOL]DWLRQ�RI�D�ILUP LV�UHODWHG�WR�WKH�GHFRPSRVLWLRQ�RI�WKH�ILUP¶V�YDOXH�FKDLQ�DQG�LWV�GLVSHUVLRQ�DURXQG�WKH�ZRUOG��7KH�PRUH�GLVSHUVHG�WKH�YDOXH�FKDLQ�DFWLYLWLHV��WKH�PRUH�JOREDO�WKH�ILUP��DV�VXJJHVWHG�E\�7DEOH���
7DEOH����'HJUHH�RI�*OREDOL]DWLRQ�RI�)LUPV&RQGLWLRQV +,*+ $9(5$*( /2:0DLQ�DFWLYLWLHV 'LVSHUVHG 6RPH�GLVSHUVHG &RQFHQWUDWHG3URFXUHPHQW�VXSSRUW�DFWLYLWLHV 'LVSHUVHG 'LVSHUVHG &RQFHQWUDWHG
7HFKQRORJ\�VXSSRUW�DFWLYLWLHV 'LVSHUVHG 3DUWLDOO\�GLVSHUVHG &RQFHQWUDWHG
+50�VXSSRUW 'LVSHUVHG &RQFHQWUDWHG &RQFHQWUDWHG7RS�PDQDJHPHQW�VXSHUVWUXFWXUH�VXSSRUW 'LVSHUVHG�SDUWLDOO\�RU�WRWDOO\ &RQFHQWUDWHG &RQFHQWUDWHG
([DPSOHV ,%0��1HVWOH��0F'RQDOG¶V *(��*0��6XO]HU��%RPEDUGLHU 6SDU�DHURVSDFH��&LQHSOH[�2GHRQ1RWH�� &RQWULEXWLQJ�GLUHFWO\�WR�WKH�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�6RXUFH��WKH�DXWKRU�

,Q�FRQFOXVLRQ��RQH�VKRXOG�QRW�WDON�DERXW�D�JOREDO�VWUDWHJ\�EXW�UDWKHU�DERXW�D�VWUDWHJ\�WKDW�WDNHV�LQWR�DFFRXQW�WKH�JOREDOL]DWLRQ�RI�RQH�RU�VHYHUDO�PDUNHWV��RU�WKH�JOREDOL]DWLRQ�RI�DQ�LQGXVWU\�RU�WKH�JOREDOL]DWLRQ�RI�WKH�ILUP�
,,,��'RPLQDQW�6WUDWHJLHV�LQ�6LWXDWLRQV�RI�*OREDOL]DWLRQ
,Q�VLWXDWLRQV�RI�JOREDOL]DWLRQ��WKH�FRPSHWLWLYH�ILHOG�LV�PXFK�PRUH�RSHQ��PRUH�H[WHQGHG��DQG�RQH�LQ�ZKLFK�HDFK�ILUP�FDQ�H[SHFW�WR�VHH�QHZ�DFWRUV�DSSHDU�LQ�LWV�WUDGLWLRQDO�PDUNHWV��2XWVLGH��RQH�VKRXOG�H[SHFW�WR�PHHW�PDQ\�PRUH�DFWRUV�WKDQ�XVXDO��$V�D�UHVXOW��KHWHURJHQHLW\�DQG�WXUEXOHQFH�RI�PDUNHW��DQG�WKXV�XQFHUWDLQW\�IRU�DOO��DUH�H[SHFWHG�WR�LQFUHDVH��+RZHYHU��RQH�VKRXOG�QRW�LQIHU�WKDW�SRZHU�EDODQFHV�DUH�QHFHVVDULO\�GLIIHUHQW�WKDQ�LQ�OHVV�JOREDO�HQYLURQPHQWV��$V�D�JURXS��WKH�GRPLQDQW�ILUPV�DUH�VWLOO�JRLQJ�WR�EH�GRPLQDQW�LQ�VLWXDWLRQV RI�JOREDOL]DWLRQ��HYHQ�WKRXJK�UHODWLYH�SRVLWLRQ�DPRQJ�WKHP�PD\�FKDQJH�7KH�VWUDWHJLHV�RI�ILUPV�LQ�VLWXDWLRQV�RI�JOREDOL]DWLRQ�KDYH�JHQHUDOO\�QRW�EHHQ�GLIIHUHQW�IURP�WUDGLWLRQDO�WDFWLFV���+RZHYHU��DV�JOREDOL]DWLRQ�UHGXFHV�WKH�UHODWLYH�VL]H�DQG�VWUHQJWK�RI�HDFK�ILUP��FRVW�EDVHG�VWUDWHJLHV�KDYH�EHFRPH�PRUH�ULVN\�DQG�KDUGHU�WR�VXVWDLQ��$FFRUGLQJO\��GLIIHUHQWLDWLRQ�DQG�IRFXV�DUH�EHFRPLQJ�PRUH�SUHVVLQJ�VWUDWHJLF�FRQFHUQV��'LIIHUHQWLDWLRQ�LV�LQ�SDUWLFXODU�IDYRUHG�E\�WKH�IRUFHV�WKDW�GULYH�JOREDOL]DWLRQ��6XFK�IDFWRUV�DV�LQFUHDVLQJO\�KRPRJHQHRXV�WDVWHV�KDYH�OHDG�WR�WKH�GHYHORSPHQW�RI�ZRUOG�VHJPHQWV�IRU�VLPLODU�SRSXODWLRQV�DFURVV�QDWLRQV��,Q�WKH�DXWR�LQGXVWU\��VHJPHQWV�DUH�WKH�VDPH�HYHU\ZKHUH��HYHQ�WKRXJK�WKHLU�
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UHODWLYH�LPSRUWDQFH�PD\�GLIIHU�IURP�RQH�FRXQWU\�WR�DQRWKHU��7KLV�LV�DOVR�WUXH�RI�FRQVXPHU�HOHFWURQLFV�DQG�RI�GHVLJQHU�JRRGV�*OREDOL]DWLRQ�DOVR�FUHDWHV�PDQ\�RSSRUWXQLWLHV�WR�IRFXV��ZKLFK�LV�RQH�RI�WKH�IHZ�VWUDWHJLHV�DYDLODEOH�WR�VPDOOHU�ILUPV���+RZHYHU��WKLV�LV�HIIHFWLYH�RQO\�ZKHQ�IRFXVLQJ�VKLHOGV�WKHP�IURP�FRPSHWLQJ�ZLWK�ODUJHU�PRUH�SRZHUIXO�ILUPV�2I�FRXUVH��DV�VKRZQ�E\�'R]���������JOREDOL]DWLRQ�GRHV�QRW�GR�DZD\�ZLWK�JRYHUQPHQWV��,Q�IDFW��WKHUH�LV�QR�VXFK�D�WKLQJ�DV�FRPSOHWHO\�IUHH�FRPSHWLWLRQ��:KLOH��WKLV�PD\�QRW�EH�YHU\�VLJQLILFDQW�IRU�VPDOOHU�DFWRUV��LW�GHILQLWHO\�LV�IRU�ODUJHU�RQHV��7KH\�KDYH�WR�FRQVWDQWO\�EDODQFH�WKH�FRPSHWLWLYH�VLWXDWLRQ�ZLWK�WKH�YDULRXV�GHPDQGV�RI�JRYHUQPHQWV��ZKLFK�FDQ�OHDG�WR�D�QXPEHU�RI�GLIIHUHQW�UHVSRQVHV��DV�VXPPDUL]HG�EHORZ�DQG�LQ�7DEOH���
7DEOH����*OREDOL]DWLRQ�DQG�6WUDWHJ\'HJUHH RI�LQWHUYHQWLRQ /2:'HJUHH�RI�&RPSHWLWLRQ $9(5$*('HJUHH�RI�&RPSHWLWLRQ +,*+'HJUHH�RI�&RPSHWLWLRQ/RZ 2SSRUWXQLVP 'LIIHUHQWLDWLRQ�RU�LQWHJUDWLRQ ,QWHJUDWLRQ�RU�GLIIHUHQWLDWLRQ
+LJK 1DWLRQDO�UHVSRQVLYHQHVV )RFXV�RU�PL[HG�VWUDWHJLHV�LQFOXGLQJ�DOOLDQFHV� 0L[HG��LQFOXGLQJ�DOOLDQFHV��RU�IRFXV�VWUDWHJLHV�6RXUFH� $XWKRU¶V�LQWHUSUHWDWLRQV�$V�VKRZQ�LQ�7DEOH����ZKHQ�JRYHUQPHQW�KDV�D�KDQGV�RII�SROLF\�DQG�FRPSHWLWLRQ�LV�ORFDO��WKH�PDLQ�DFWRUV�DUH�LQ�D�VLWXDWLRQ�ZKHUH�RSSRUWXQLVWLF�VWUDWHJLHV�DUH�DSSURSULDWH��7KH\�WHQG�WR�XVH�WKHLU�ORFDO�SRVLWLRQ�WR�VWUHQJWKHQ�WKHLU�JOREDO�SRVLWLRQ��EXW�KDYH�WR�EH�FDXWLRXV�WR�DYRLG�UHWDOLDWLRQ�WKDW�FRXOG�LQFUHDVH�JOREDO�FRPSHWLWLRQ�:KHQ�WKH�JRYHUQPHQW�IROORZV�D�KDQG� RII�SROLF\��EXW�FRPSHWLWLRQ�LV�EHFRPLQJ�PRUH�JOREDOL]HG��WKH�PRVW�FRPPRQ�VWUDWHJLHV�DUH�WKRVH�WKDW�WDNH�DGYDQWDJH�RI�WKH�JOREDO�G\QDPLFV�WR�MXVWLI\�LQWHJUDWLRQ��7KLV�LQFOXGHV�VSHFLDOL]LQJ�SODQWV�DQG�LQWHJUDWLQJ�WKHLU�DFWLYLWLHV�DFURVV�FRXQWULHV��$V�ORQJ�DV�WKH�JOREDOL]DWLRQ�LV�LQFRPSOHWH��ILUPV�SURFHHG�FDXWLRXVO\��EHFDXVH�LQWHJUDWLRQ�OHDGV�WR�PDMRU�FRPPLWPHQWV�DQG�ULJLGLWLHV��7KH�EHVW�VWUDWHJ\�LQ�VLWXDWLRQV�RI�WUDQVLWLRQ�WR�D�JOREDO�LQGXVWU\�LV�GLIIHUHQWLDWLRQ��,W�GRHV�QRW�UHTXLUH�LQWHJUDWLRQ�DQG�DOORZV�PRUH�IOH[LELOLW\��:KHQ�JRYHUQPHQWV�LQWHUYHQH�D�OLWWOH�DQG�JOREDO FRPSHWLWLRQ�LV�VWURQJ��ZH�KDYH�DQ�DFFHQWXDWLRQ�RI�WKH�SUHFHGLQJ�WUHQGV��*OREDO�FRPSHWLWLRQ�MXVWLILHV�LQWHJUDWLRQ�DQG�PDNHV�LW�PRUH�SRVVLEOH��,Q�IDFW��FRVW��WKXV��HFRQRPLHV�RI�VFDOH��LV�D�FULWLFDO�DGYDQWDJH�LQ�JHQHUDOL]HG�JOREDOL]DWLRQ��&RVW�HIIHFWLYHQHVV�LV�LPSRUWDQW�UHJDUGOHVV�RI�ZKHWKHU�D�ILUP�FDQ�FRQFHQWUDWH�RQ�D�VSHFLILF�VHJPHQW�RU�LV�FRPSHOOHG�WR�GHDO�ZLWK�WKH�ZKROH�LQGXVWU\�
� DV�VKRZQ�E\�WKH�%HFWRQ�'LFNLQVRQ�FDVH��&YDU��������
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$JDLQ��WKH�DXWR�LQGXVWU\�LV�D�JRRG�H[DPSOH��,Q�VXFK�DQ�LQGXVWU\��HFRQRPLF�VFDOHV�IRU�FRPSRQHQWV�DUH�VR�KXJH�WKDW�QR�QDWLRQDO�PDUNHW�LV�VXIILFLHQW�WR�MXVWLI\�D�SODQW�RI�WKH�ULJKW�HFRQRPLF�VL]H��2QH�LV�FRPSHOOHG�WR�EXLOG�SODQWV�IRU�VHYHUDO�QDWLRQDO�PDUNHWV��<HW��RQH�KDV�WR�WDNH�LQWR�DFFRXQW�WKH�SUHVVXUHV�H[HUWHG�E\�JRYHUQPHQWV��7KLV�KDV�OHG�)RUG�WR�EXLOG�D�*HDU�ER[�SODQW�LQ�%RUGHDX[��)UDQFH��DQ�HQJLQH�SODQW�LQ�*HUPDQ\��D�VPDOO�SLHFHV�SODQW�LQ�(OPXVDIHV��6SDLQ��DQG�DVVHPEO\�SODQWV�HYHU\ZKHUH��$V�RQH�FDQ�VHH�LQ�WKLV�H[DPSOH��GHVSLWH�FRPSHWLWLYH�G\QDPLFV�WKDW�IDYRU�LQWHJUDWLRQ��PRVW�DXWRPRELOH�FRPSDQLHV�GR�QRW�LQWHJUDWH�WRWDOO\��7KH\�LQWHJUDWH�ZLWKLQ�WKH�OLPLWV�RI�WKH�FRQVWUDLQWV��IRUPDO�DQG�LQIRUPDO��H[HUWHG�E\�JRYHUQPHQWV��,Q�VRPH�FDVHV��ZKHQ�WKH�IDVKLRQ�RU�VWDWXV�FRQWHQW�LV�KLJK��GLIIHUHQWLDWLRQ�LV�GRPLQDQW�DQG�ILUPV�WHQG�WR�SURGXFHV�LQ�RQH�ORFDWLRQ�WR�VHUYH�D�JOREDO�VHJPHQW��7KLV�ZDV WKH�FDVH�RI�*HUPDQ�DQG�-DSDQHVH�DXWRPRELOH�ILUPV�LQ�WKH�����V�:KHQ�JRYHUQPHQW�SUHVVXUHV�DUH�VWURQJ��DQG�OHJLWLPDWHO\�VR��WKH�PRVW�DSSURSULDWH�VWUDWHJ\�LV�D�QDWLRQDO�UHVSRQVLYHQHVV�VWUDWHJ\��7KLV�KDSSHQV�LQ�LQGXVWULHV�ZKHUH�QDWLRQDO�VWDNHV�DUH�KLJK�DQG�LQWHUQDWLRQDO�FRPSHWLWLRQ�LV�ORZ��ZLWK�ILUPV�PXWXDOO\�DGMXVWLQJ�WR�HDFK�RWKHU��7KLV�ZDV�WKH�FDVH�LQ�WKH�RLO�DQG�LQ�WKH�WREDFFR��HVSHFLDOO\�FLJDUHWWHV��LQGXVWULHV�XQWLO�WKH�PLG�����V�:KHQ�JRYHUQPHQW�SUHVVXUHV�DUH�VWURQJ�EXW�FRPSHWLWLRQ�LV�LQWHQVH DQG�LQFUHDVLQJO\�JOREDOL]HG �DV�ZDV�WKH�FDVH�RI�WKH�FRPSXWHU�RU�WHOHFRP�LQGXVWULHV�XQWLO�WKH�PLG�����V���WKH�EHVW�VWUDWHJ\�LV�HLWKHU�D�IRFXV RU�D�PXOWLIRFDO�VWUDWHJ\ PL[LQJ�LQWHJUDWLRQ�DQG�GLIIHUHQWLDWLRQ��'R]�KDV�GHVFULEHG�WKH�����V�WHOHFRP�LQGXVWU\�LQ�(XURSH�DV�PXOWLIRFDO��UHVSRQVLYH�WR�JRYHUQPHQW�GHPDQGV��\HW�JLYLQJ�DWWHQWLRQ�WR�WKH�WHFKQRORJLFDO�GHYHORSPHQW�LPSRVHG�E\�FRPSHWLWLRQ�DOO�RYHU�WKH�ZRUOG��0XOWLIRFDO�VWUDWHJLHV�PD\�LQYROYH�DOOLDQFHV�ZLWK�YDU\LQJ�GHJUHHV�RI�LQYROYHPHQW�DPRQJ�WKH�SDUWQHUV�:KHQ�D�JRYHUQPHQW¶V�VWDNHV�LQ�D�JOREDO�LQGXVWU\�DUH�KLJK��VWUDWHJLHV�DUH�XQFOHDU��WKXV�QHFHVVDULO\�PXOWLIRFDO��ZLWK�PXOWLSOHV�DOOLDQFHV�DQG�FRQFHQWUDWLRQ�VWUDWHJLHV�ZKHQHYHU�SRVVLEOH��7KH�FORWKLQJ�LQGXVWU\�SURYLGHV�JRRG�H[DPSOHV��HVSHFLDOO\�LQ�(XURSH��ZKHUH�ILUPV�KDYH�GHYHORSHG�DOOLDQFHV�ZLWK�WKHLU�JRYHUQPHQWV�DQG�RWKHU�LPSRUWDQW�DFWRUV�RI�WKH�LQGXVWU\��6LPLODUO\��WKH�WZR�PDMRU�DLUFUDIW�PDQXIDFWXUHUV��$LUEXV�DQG�%RHLQJ��DUH�LQFUHDVLQJO\�PDGH�RI�PDQ\�ILUPV�UHODWHG�RQ�D�SHUPDQHQW�RU�VHPL�SHUPDQHQW�EDVLV�
,9��&RPSHWLWLRQ�$PRQJ�1DWLRQV��7KH�)RUPDO�'LDPRQG
7KH�JOREDOL]DWLRQ�RI�PDUNHWV��LQGXVWULHV�DQG�ILUPV�KDV�FRQVLGHUDEO\�UHGXFHG�WKH�DELOLW\�RI�JRYHUQPHQWV�WR�GLUHFWO\�LQIOXHQFH�WKH�EHKDYLRU�RI�ILUPV��7KH\�DUH�QRZ�REOLJHG�WR�DFW�LQGLUHFWO\�E\�WU\LQJ�WR�FUHDWH�WKH�FRQGLWLRQV�WKDW�OHDG�ILUPV�WR�IDYRU�WKHLU�SROLFLHV��VXFK�DV�
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FUHDWLQJ�HPSOR\PHQW��GHYHORSLQJ�ORFDO�WHFKQRORJ\��HWF��$V�D�UHVXOW��ILUPV�EHFRPH�WKH�JRYHUQPHQW¶V�³FULWLFDO�FXVWRPHUV´��DQG�WKH\�FRPSHWH�WR�DWWUDFW�WKHLU�IDYRUV��7KH�FRPSHWLWLYH�DGYDQWDJH�RI�QDWLRQV�LV�WKHUHIRUH�D�XVHIXO�FRQFHSW�WR�FRQVLGHU�7R�PHDVXUH�WKH�FRPSHWLWLYHQHVV�RI�QDWLRQV��3RUWHU��������SURSRVHV�ILUVW�WR�GR�DQ�LQGXVWU\�E\�LQGXVWU\�HYDOXDWLRQ�XVLQJ�WKH�VLPSOH�PRGHO�NQRZQ�DV�WKH 'LDPRQG�RI�1DWLRQDO�&RPSHWLWLYHQHVV� 7KLV�PHWKRG�GHILQHV�WKH�FRPSHWLWLYH�FDSDFLW\�RI�D�QDWLRQ�LQ�D�VSHFLILF�LQGXVWU\�DV�LWV�FDSDFLW\�WR�HQWLFH�ILUPV�WR�XVH�WKH�FRXQWU\�DV�D�SODWIRUP�IURP�ZKLFK�WR�FRQGXFW�EXVLQHVV��7KH�GLDPRQG�GHVFULEHV�WKH�IRXU�PDMRU�IDFWRUV�WKDW�DIIHFW�ILUPV¶�GHFLVLRQV��
�� 'HPDQG�FKDUDFWHULVWLFV��NHHSLQJ�LQ�PLQG�WKDW�D�GHPDQGLQJ�DQG�VRSKLVWLFDWHG�ORFDO�PDUNHW�DWWUDFWV�ILUPV���� )DFWRU�FKDUDFWHULVWLFV��LQFOXGLQJ�TXDOLW\�ODERU��FKHDS�FDSLWDO�DQG�DGYDQFHG�WHFKQRORJ\�LQ�WKH�FRXQWU\��ZKLFK�DWWUDFW�WKH�OHDGLQJ�ILUPV�RI�WKH�LQGXVWU\��� $�FRPSHWLWLYH�VWUXFWXUH�WKDW�SURPRWHV�UREXVW�DQG�KHDOWK\�FRPSHWLWLRQ��DQG�WKXV�FRQWULEXWHV�WR�WKH�FRPSHWLWLYH�VWUHQJWK�RI�ILUPV��DQG�� 6XSSRUW�LQGXVWULHV��ZKLFK��ZKHQ�G\QDPLF�DQG�LQQRYDWLYH��DUH�DOVR�DQ�DWWUDFWLYH�IDFWRU�

3RUWHU�DUJXHV�WKDW�DIWHU�DVVHVVLQJ�WKH�VWUHQJWK�RI�WKH�GLDPRQG�IRU�HDFK�LQGXVWU\��JRYHUQPHQWV�VKRXOG�FRQFHQWUDWH�WKHLU�HIIRUWV�RQ�ERRVWLQJ�WKH�LQGXVWULHV�LQ�ZKLFK�WKH�GLDPRQG�LV�VWURQJ�UDWKHU�WKDQ�ZHDN��7KLV�LV�D�KLJKO\�FRQWURYHUVLDO�DUJXPHQW�DQG��DV�ZH�VKDOO�GLVFXVV�ODWHU��LV�PRUH�DSSURSULDWH�IRU�GRPLQDQW�FRXQWULHV�DQG�ILUPV�WKDQ�IRU�VPDOOHU�RQHV��,Q�WKH�DUHDV�ZKHUH�D�FRXQWU\�KDV�D�VWURQJ�GLDPRQG��WKXV�D�VWURQJ�QDWLRQDO�DGYDQWDJH��JRYHUQPHQWV�WHQG�WR�WKLQN�LQ�WHUPV�RI�D�VHW�RI�LQWHUUHODWHG�VHFWRUV�FDOOHG�FOXVWHUV�± D�FRQFHSW�PRVWO\�XVHG�E\�(XURSHDQ�HFRQRPLVWV��7KH�LGHD�EHKLQG�FOXVWHUV�LV�WKDW�WKH�KHDOWK�RI�LQWHUUHODWHG�VHFWRUV�LV�GHSHQGHQW�RQ�WKH�KHDOWK�RI�HDFK�LQGLYLGXDO�LQ�WKH�FOXVWHU��,Q�&DQDGD��IRU�H[DPSOH��WKH�3URYLQFH�RI�4XHEHF¶V�JRYHUQPHQW�LGHQWLILHV�DOO�WKH�LQWHUUHODWHG�VHFWRUV�DQG�GHYHORSV�D�VWUDWHJ\�WR�KHOS�WKHP�GHYHORS�MRLQWO\��:KLOH�FRPSHWLQJ�JRYHUQPHQWV�DUH�DOO�LQ�WKH�EXVLQHVV�RI�ILQGLQJ�ZD\V�WR�LPSURYH�WKH�QDWLRQ¶V�FRPSHWLWLYH�DGYDQWDJH��VRPH�KDYH�EHHQ�PRUH�VXFFHVVIXO�WKDW�RWKHUV���.HQLFKL�2KPDH���������ZKR�KDV�VXJJHVWHG�WKDW�WKH�:RUOG�FRPSHWLWLRQ�LV�JHDULQJ�WR�D�FRQIURQWDWLRQ�DPRQJ�D�7ULDG�PDGH�RI�(XURSH��WKH�86$�DQG�$VLD��KDV�DOVR�VKRZQ�WKDW�WKH�&KLQHVH�JRYHUQPHQW�KDV�LQYHQWHG�D�QHZ�ZD\�WR�DWWUDFW�IRUHLJQ�ILUPV�DQG�LQYHVWPHQW�WKURXJK�WKH�FRQFHSW�RI�UHJLRQDO�RU�FLW\�FHQWHUHG�GHYHORSPHQW���$FFRUGLQJ�WR�KLP��WKH�PRUH�UHOHYDQW�VFDOH�IRU�QDWLRQDO�VWUDWHJ\�LV�WKH�RQH�VXJJHVWHG�E\�WKH�&KLQHVH�H[SHULPHQWV��WKH�FLW\�RU�WKH�UHJLRQ�
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7KH�GLDPRQG�FRQFHSW��DQG�WKH�UHODWHG�LGHD�RI�FOXVWHU��LV�DUJXDEO\�PRUH�XVHIXO�IRU�GRPLQDQW�FRXQWULHV�WKDW�DUH�LQ�WKH�EXVLQHVV�RI�ZRUOG�VFDOH�FRPSHWLWLRQ��VXFK�DV�WKRVH�LQFOXGHG�LQ�2KPDH¶V�7ULDG��)RU�VPDOOHU�HFRQRPLHV��KRZHYHU��%XW�LW�LV�HLWKHU�LUUHOHYDQW�RU�KDUGO\�FUHGLEOH�IRU�VPDOOHU�HFRQRPLHV��)RU�H[DPSOH��LQ�KLV�VWXG\�RI�&DQDGD¶V�LQGXVWULHV��3RUWHU�KDV�IRXQG�WKDW�LQ�&DQDGD�WKHUH�LV�QR�LQGXVWU\��ZLWK�WKH�SRVVLEOH�ZHDN�H[FHSWLRQ�RI�WKH�IRUHVW�LQGXVWU\��LQ�ZKLFK�&DQDGD�KDG�D�VWURQJ�GLDPRQG��<HW��DV�DUJXHG�E\�PDQ\�VFKRODUV��5XJPDQ���������&DQDGD�LV�D�WKULYLQJ�FRXQWU\��GRLQJ�ZHOO�E\�DOO�VWDQGDUGV�DQG�UHFRJQL]HG�DV�RQH�RI�WKH�PRUH�G\QDPLF�FRXQWULHV�RI�WKH�2(&'��
9��'RPLQDQW�DQG�3HULSKHUDO�*DPHV��7KH�6XFFHVVIXO�6PDOO�)LUP�LQ�D�*OREDO�'\QDPLF
'HVSLWH�3RUWHU¶V�DUJXPHQW��WKHUH�DUH�LQ�PRVW�&DQDGLDQ�LQGXVWULHV�YHU\�G\QDPLF�DQG�VXFFHVVIXO�ILUPV��,Q�SDUWLFXODU��WKHUH�DUH�VHYHUDO�ILUPV�LQ�WKH�FORWKLQJ�LQGXVWU\��LQ�ZKLFK�WUDGLWLRQDOO\�&DQDGD�KDV�QRW�EHHQ�D�SRZHUKRXVH��WKDW�GHVSLWH�EHLQJ�VPDOO�DQG�DSSDUHQWO\�LQVLJQLILFDQW��DUH�YHU\�FRPSHWLWLYH�LQ�D�PDUNHW�ZKHUH�$VLDQ�DQG�(XURSHDQ�FRPSHWLWRUV�DUH�YHU\�VWURQJ��$�VPDOO������PLOOLRQ�FRPSDQ\�FDOOHG�3DULV�6WDU��IRU�LQVWDQFH��UHJXODUO\�EHDWV�WKH�6RXWK�(DVW�$VLDQ�JLDQWV�IRU�IDPRXV�GHVLJQHUV¶�FRQWUDFWV��6LPLODUO\��3HHUOHVV�&ORWKLQJ�LV�WKH�ZRUOG¶V�ODUJHVW�H[SRUWHU�RI�KLJK�TXDOLW\�PHQ¶V�VXLWV�WR�WKH�8QLWHG�6WDWHV��FRPSHWLQJ�VXFFHVVIXOO\�ZLWK�VXFK�ZHOO�NQRZQ�ILUPV�DV�$UPDQL�RU�+XJR�%RVV�7KLV�VXJJHVWV�WKDW�3RUWHU¶V�GLDPRQG�DQDO\VLV��DV�ZHOO�DV�DOO�WKH�LQGXVWULDO�RUJDQL]DWLRQ�EDVHG�WKHRULHV�WKDW�KH�DQG�RWKHUV�KDYH�SURSRVHG��LQFOXGLQJ�WKH�WUDGLWLRQDO�FRPSHWLWLYH�DQDO\VLV�DQG�YDOXH�FKDLQ�PDQLSXODWLRQV��DUH�EHWWHU�VXLWHG�WR�ILUPV�RU FRXQWULHV�WKDW�FRPSHWH�IRU�D�GRPLQDQW�SRVLWLRQ�LQ�DQ�LQGXVWU\��$OO�WKH�ILUPV�RU�FRXQWULHV�WKDW�KDSSHQ�WR�EH�LQ�D�PRUH�SHULSKHUDO�VLWXDWLRQ�KDYH�WR�FRQFHLYH�WKH�ZRUOG�GLIIHUHQWO\��,Q�SDUWLFXODU��XVLQJ�WKH�LGHD�RI�WKH�GLDPRQG��ZH�FRXOG�VXJJHVW�WKDW�ILUPV�WKDW�DUH�QRW�LQ�D�GRPLQDQW�VLWXDWLRQ�KDYH�WR�WKLQN�LQ�WHUPV�RI�D�³YLUWXDO�GLDPRQG´�UDWKHU�WKDQ�WKH�PRUH�IRUPDO�3RUWHULDQ�GLDPRQG��6XFK�D�GLDPRQG�ZRXOG�EH�EXLOW�E\�WKH�ILUP�DQG�FRXOG�LQYROYH�HOHPHQWV�VSUHDG�DOO�RYHU�WKH�ZRUOG��)RU�H[DPSOH��IRU�D�&DQDGLDQ�FORWKLQJ�ILUP��WKH�UHOHYDQW�GHPDQG�PD\�EH�WKH�$PHULFDQ�GHPDQG��WKH�UHOHYDQW�IDFWRUV��FDSLWDO��WHFKQRORJ\�DQG�ODERU��PD\�EH�&DQDGLDQ��ZKLOH�WKH�VXSSRUWLQJ�LQGXVWULHV�DQG�WKH�LQGXVWU\�G\QDPLFV�PD\�EH�ZRUOG�ZLGH��,Q�D�VHQVH��WKH�YLUWXDO�GLDPRQG�LV�QRW�D�IHDWXUH�RI�WKH�FRXQWU\��5DWKHU��LW�LV�EXLOW�E\�WKH�ILUP�7KH�LGHD�RI�D�YLUWXDO�GLDPRQG�UHYHDOV�WKDW�WKH�ILUP�PDQDJHUV�SOD\�D�FULWLFDO�UROH�LQ�FRQFHLYLQJ�DQG�EXLOGLQJ�WKH�EDVHV�RQ�ZKLFK�WKHLU�FRPSHWLWLYHQHVV�ZLOO�UHVW��%XLOGLQJ�WKH�YLUWXDO�GLDPRQG�PHDQV�QRW�RQO\�XQGHUVWDQGLQJ�FOHDUO\�WKH�G\QDPLFV�RI�WKH�LQGXVWU\��EXW�DOVR�LGHQWLI\LQJ�WKH�IRUFHV�WKDW�FDQ�KHOS�LQ�GHYHORSLQJ�DQ�DGYDQWDJH��7KLV�LQGLFDWHV�WKDW�DOOLDQFHV�
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DQG�FRRSHUDWLYH�VWUDWHJLHV�DUH�DW�WKH�KHDUW�RI�WKH�YLUWXDO�GLDPRQG��)RU�H[DPSOH��3HHUOHVV�&ORWKLQJ��3&� LQ�0RQWUHDO�KDG�WR�FRPSHWH�DJDLQVW�+XJR�%RVV�DQG�$UPDQL�LQ�WKH�8QLWHG�6WDWHV��EXW�LW�FRXOG�REYLRXVO\�QRW�GR�LW�LQ�WKH�WUDGLWLRQDO�GLVWULEXWLRQ�FKDQQHOV��7KH�ODUJH�FKDLQV�KDG�D�FOHDU�ELDV�LQ�IDYRU�RI�WKH�EHWWHU�NQRZQ�FRPSHWLWRUV��7KH\�FRXOG�LQYHVW�D�ORW�LQDGYHUWLVLQJ�DQG�LQ�VWRUDJH�WR�UHVSRQG�WR�WKHLU�PDUNHW��,Q�FRQWUDVW��WKH�VPDOOHU�UHWDLO�FKDLQV�QHHGHG�UHVSRQVLYHQHVV�WR�DSSHDO�WR�TXDOLW\�DQG�SULFH�VHQVLWLYH�FXVWRPHUV��7KH\�QHHGHG�WR�GHYHORS�D�TXDOLW\�LPDJH�DQG�KRXVH�EUDQG�DW�UHDVRQDEOH�H[SHQVHV��7KH\�QHHGHG�WR�UHGXFH�WKHLU�VXLW�VWRFNV��ZKLOH�UHVSRQGLQJ�WR�WKHLU�FXVWRPHUV¶�GHPDQGV�IRU�TXDOLW\�EUDQGHG�PHQ¶V�VXLWV��7KHLU�SURGXFWV�KDG�WR�EH�RI�D�TXDOLW\�VLPLODU�WR�WKDW�RI�WKH�FRPSHWLWLRQ��\HW�D�OLWWOH�OHVV�H[SHQVLYH��LQ�RUGHU�WR�SURYLGH�D�EHWWHU�YDOXH�IRU�WKH PRQH\��$Q�DOOLDQFH�ZLWK�D�VPDOO��UHVSRQVLYH�DQG�FRVW�HIIHFWLYH�VXSSOLHU�ZDV�ERXQG�WR�SURYLGH�UHVXOWV��7R�UHVSRQG�WR�VXFK�D�PDUNHW��3&�EXLOW�VWRUDJH�IDFLOLWLHV�FORVH�WR�WKH�FXVWRPHUV��$�VRSKLVWLFDWHG�LQWHOOLJHQFH�RI�WKH�PDUNHW�DQG�D�KLJK�WHFKQRORJ\�SURGXFWLRQ�V\VWHP�DOORZHG�WKH�ILUP�WR�SURGXFH�IRU�VWRFN��DQG�UHVSRQG�IDVW�WR�FXVWRPHU�RUGHUV��7KH�VPDOOHU�FKDLQV�FRXOG�DOVR�KDYH�WKHLU�RZQ�SULYDWH�EUDQG�RQ�WKH�SURGXFWV��GHOLYHUHG�XSRQ�UHTXHVW��7KH\�FRXOG�DOVR�UHWXUQ�DQ\�XQVROG�VXLWV��%\�RIIHULQJ�WKHVH�SHUNV�WR�LWV�FXVWRPHUV��3&�GHPRQVWUDWHG�WKH�YDOXH�RI�XQGHUVWDQGLQJ�WKH�VSHFLILF�QHHGV�RI�FXVWRPHUV�DQG�WKHLU�YDOXH�FKDLQ��7KH�ILUP�EHFDPH�PXFK�PRUH�YDOXDEOH�WKDQ�WKH�XQUHVSRQVLYH�DQG�LQIOH[LEOH�ODUJHU�(XURSHDQ�FRPSDQLHV��DQG�FDUYHG�D�YHU\�SURILWDEOH��DQG�VHFXUH�QLFKH�IRU�LWVHOI��7R�PDNH�DOO�WKLV�SRVVLEOH��3&�DOVR�GHYHORSHG�DQ�DOOLDQFH�ZLWK�D�YHU\�ODUJH�QXPEHU�RI�VPDOO�HQWUHSUHQHXULDO�GLVWULEXWLRQ�ILUPV��ZKLFK�KDG�FORVH�UHODWLRQVKLSV�ZLWK�WKH�VPDOOHU�UHWDLO�FKDLQV��7KHVH�VPDOOHU�ILUPV�JDYH�LW�DFFHVV�WR�D�ODUJH�PDUNHW��\HW�XQNQRZQ��PLVXQGHUVWRRG�DQG�XQWDSSHG�E\�WKH�ODUJHU�FRPSHWLWRUV��7KH�ODWWHU�FRXOG�QRW�HYHQ�SURYLGH�WKH�FRPELQDWLRQ�RI�TXDOLW\��VHUYLFH��DQG�SULFH�WKDW�PDGH�3&�VR�DWWUDFWLYH�WR�WKLV�LQWHUVWLFH�PDUNHW�3&�FRXOG�DOVR�GUDZ�RQ�D�VLPLODUO\�VRSKLVWLFDWHG�ZRUN IRUFH��SULFHG�FRPSHWLWLYHO\�ZLWK�WKH�86�FRPSDQLHV�DQG�PXFK�OHVV�H[SHQVLYH�WKDQ�WKDW�RI�WKH�(XURSHDQV��7KH�FRVW�RI�FDSLWDO�DQG�WKH�OHYHO�RI�WHFKQRORJ\�ZHUH�VLPLODU�RU�PRUH�IDYRUDEOH��,W�ZDV�H[SRVHG�WR�ZRUOG�FRPSHWLWLRQ��DQG�WKH�VXSSRUW�LQGXVWULHV�ZHUH�LQWHUQDWLRQDO�DQG�WKXV�ZHUH�QRW�GLIIHUHQW�IURP�WKRVH�DYDLODEOH�WR�WKH�$PHULFDQ�RU�WKH�(XURSHDQ�ILUPV��,Q�DGGLWLRQ��LQ�D�IXQQ\�WZLVW�RI�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW��WKH�FRPSDQ\�KDG�DFFHVV�WR�%ULWLVK�TXDOLW\�ZRRO�FORWK�DW�GXW\�IUHH�FRQGLWLRQV��$V�D�UHVXOW��WKH�RYHUDOO�GLDPRQG��ZLWK�HOHPHQWV�VSUHDG�DOO�RYHU�WKH�ZRUOG��ZDV�WKH�VRXUFH�RI�D�FOHDU�FRPSHWLWLYH�DGYDQWDJH�IRU�WKH�FRPSDQ\��HYHQ�WKRXJK�WKH�IRUPDO�&DQDGLDQ�GLDPRQG�ZDV�YHU\�ZHDN�E\�3RUWHULDQ�VWDQGDUGV�
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7KH�ORJLF�RI�WKH�YLUWXDO�GLDPRQG�LV�FOHDUO\�PRUH�FRQYLQFLQJ�ZKHQ�RQH�ORRNV�DW�WKH�DFWXDO�FRPSHWLWLRQ�DPRQJ�ILUPV��,I�VWUDWHJLVWV�RI�ILUPV�DQG�SROLF\�PDNHUV�DW�WKH�QDWLRQDO�RU�UHJLRQDO�OHYHO�FRQVLGHUHG�WKH�IRUPDO�3RUWHULDQ�GLDPRQG�WR�EH�MXVW�D�VSHFLDO�DSSOLFDWLRQ�RI�WKH�PRUH�JHQHUDO�YLUWXDO�GLDPRQG��WKHQ�WKH\�FRXOG�DGRSW�D�PRUH�SUDJPDWLF�DWWLWXGH�E\�ORRNLQJ�DW�WKH�LQWHUQDWLRQDO�FRQGLWLRQV�DQG�WKH�LQGXVWULDO�VHFWRUV�LQ�ZKLFK�WKH�FRXQWU\�RU�WKH�ILUP�FRXOG�SOD\�D�UROH��HYHQ�LI�OHVV�WKDQ�GRPLQDQW��7KH�H[DPSOH�RI�WKH�&DQDGLDQ�FORWKLQJ�LQGXVWU\�LV��LQ�WKDW�UHVSHFW��TXLWH�UHYHDOLQJ��&DQDGD�KDV�FOHDU�DGYDQWDJHV�LQ�WHUPV�RI�WKH�DYDLODELOLW\�DQG�FRVW�RI�FDSLWDO��LW�KDV�D�FRPSHWLWLYH�SDFNDJH�LQ�GHVLJQ�DQG�WHFKQRORJ\��DV�ZHOO�DV�KLJK�TXDOLW\�DQG�UHDVRQDEO\�SULFHG�ODERU��,Q�FRQWUDVW��LW�ZRXOG�EH�DQ�DEHUUDWLRQ�QRW�WR�UHFRJQL]H�WKDW�IRU�VXSSRUWLQJ�LQGXVWULHV�VXFK�DV�HTXLSPHQW�PDQXIDFWXUHUV��LW�LV�EHWWHU�WR�ORRN�WRZDUGV�VXFK�ODUJH�ILUPV�DV�WKH�6ZLVV�RU�WKH�*HUPDQ�RQHV��6LPLODUO\��WKH�86$�PDUNHW��DFFHVVLEOH�DQG�SRZHUIXO��LV�XQDYRLGDEOH��ZKLFK�KDV�OHG�5XJPDQ��������WR�SURSRVH�WKDW��LQ�WKH�&DQDGLDQ�FDVH��WKH�IRUPDO�3RUWHULDQ�GLDPRQG��VKRXOG�DFWXDOO\�EH�D�³GRXEOH�GLDPRQG´��LQFOXGLQJ�ERWK�WKH�&DQDGLDQ�DQG�WKH�$PHULFDQ�PDUNHWV�7KH�LGHD�RI�D�³YLUWXDO�GLDPRQG´�DWWUDFWV�RXU�DWWHQWLRQ�WR�WKH�FUHDWLYH�SDUW�RI�WKH�VWUDWHJ\�PDNLQJ�SURFHVV��6PDOO�DQG�SHULSKHUDO�ILUPV��LI�WKH\�DUH�WR�VXUYLYH�LQ�D�ZRUOG�ZKHUH�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�DUH�LPSRUWDQW��VKRXOG�WKLQN�LQ�WHUPV�RI�EHLQJ�GLIIHUHQW�IURP�WKHLU�ODUJHU��PRUH�SRZHUIXO�ULYDOV�± VRPHWLPHV�HYHQ�FRRSHUDWLQJ�ZLWK�WKHP��SURYLGLQJ�VXSSOLHV�RU�YHU\�VSHFLDOL]HG�VHUYLFHV��7KH�PRUH�UHOHYDQW�VWUDWHJLHV�KDYH�WR�SURYLGH�GLIIHUHQWLDWLRQ�DQG�RU�IRFXV��%XW�DJDLQ��RQH�VKRXOG�QRW�EH�PLVOHG�E\�WKH�ZRUGV��'LIIHUHQWLDWHG�ILUPV�FDQ�EH�ERWK�GRPLQDQW�DQG�SHULSKHUDO��)RU�H[DPSOH��WKH�ODUJH�86�KHDOWK�SURGXFW�ILUP�%HFWRQ�'LFNLQVRQ�LV�WKH�ZRUOG�OHDGHU�LQ�VHYHUDO�VHJPHQWV��LQ�SDUWLFXODU�LQ�WKH�GLVSRVDEOH�V\ULQJHV�PDUNHW��,W�FRQFHLYHG��DQG�RYHU�WKH�\HDUV�EXLOW�DQG�GRPLQDWHG�WKH�PDUNHW��7KXV��LQ�WKH�V\ULQJH�PDUNHW��PRUH�SHULSKHUDO�ILUPV�KDYH�WR�ORRN�IRU�LQWHUVWLFHV��6SHFLDOL]HG�DSSOLFDWLRQV�WKDW�UHTXLUH�PRUH�VHUYLFH�RU�PRUH�TXDOLW\�FDQ�FLUFXPYHQW�WKH�QHHG�IRU�HFRQRPLHV�RI�VFDOH�LQ�SURGXFWLRQ��GLVWULEXWLRQ��PDUNHWLQJ�DQG�5	'��%XW�WKH�JOREDOL]DWLRQ�RI�PDUNHWV�FUHDWHV�DOO�WKH�FRQGLWLRQV�IRU�VXFK�LQWHUVWLFHV�DQG�IRU�WKH�DELOLW\�WR�EH�GLIIHUHQW��EHFDXVH�WKH�ILHOG�LV�PRUH�RSHQ�DQG�PRUH�ZLGHVSUHDG��,Q�ZKDW�IROORZV��ZH�VKDOO�SURYLGH�H[DPSOHV�RI�VRPHZKDW�XQH[SHFWHG�GLIIHUHQWLDWLRQ�WKDW�VXSSRUW�WKLV�DVVHUWLRQ�,Q�WKH�WUDGLWLRQDO�FRPSXWHU�EXVLQHVV��,%0�KDV�EHHQ�WKH�GRPLQDQW�IRUFH�VLQFH�WKH�����V��0DQ\�DWWHPSWV�WR�WDNH�RQ�,%0�RQ�D�IURQWDO�FRQIURQWDWLRQ�KDYH�EHHQ�IDLOXUHV��7KH�PRUH�LQWHUHVWLQJ�RQH�LV�WKH�)UHQFK�JRYHUQPHQW¶V�VLJQLILFDQW�HIIRUW�LQ�WKH�����V��ZLWK�WKH�FUHDWLRQ�RI�%XOO��7KLV�FRPSDQ\��GHVSLWH�KDYLQJ�DW�LWV�GLVSRVDO�DV�PXFK�UHVRXUFHV�DV�,%0��QHJOHFWHG�WR�GLIIHUHQWLDWH�DQG�KDV�QHYHU�EHHQ�DEOH�WR�EH�D�VLJQLILFDQW�IRUFH�LQ�WKH�LQGXVWU\��$W�WKDW�VDPH�
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WLPH��PDQ\�VPDOOHU�ILUPV��ZLWK�PXFK�VPDOOHU�UHVRXUFHV��KDYH�EHHQ�YHU\�VXFFHVVIXO�DJDLQVW�,%0��7DNH�WKH�H[DPSOH�RI�%XUURXJKV��7KLV�FRPSDQ\��DOWKRXJK�SURGXFLQJ�KDUGZDUH�VLPLODU�WR�,%0¶V��KDV�IRFXVHG�RQ�VHUYLQJ�ODUJH�LQWHUQDWLRQDO�EDQNV�DQG�LQVXUDQFH�FRPSDQLHV��)RU�WKHVH�FXVWRPHUV��LW�KDV�EHHQ�DEOH�WR�SURYLGH�WKH�SDFNDJH�RI�KDUGZDUH�DQG�VHUYLFHV�WKDW�SURGXFHG�D�UHPDUNDEOH�VXFFHVV��$W�WKLV�WLPH�WKH�UHWXUQ�RQ�LQYHVWPHQW�RI�%XUURXJKV�LV�VXSHULRU�WR�,%0¶V�$QRWKHU�LQWHUHVWLQJ�H[DPSOH�LV�WKDW�RI�&URZQ�&RUN�DQG�6HDO��&&	6���7KLV�LQWHUQDWLRQDO�FDQ�FRPSDQ\�ZDV��LQ�WKH�ODVW����\HDUV��LQ�D�FXW�WKURDW�FRPSHWLWLRQ�ZLWK�ELJJHU�DQG�ZLGHO\�GLYHUVLILHG�FRPSHWLWRUV�VXFK�DV�$PHULFDQ�&DQ��&RQWLQHQWDO�&DQ�DQG�1DWLRQDO�&DQ��7KH�FDQ�EXVLQHVV�LV�D�PDWXUH�EXVLQHVV��ZKHUH�SURGXFWV�DUH�VWDQGDUG�DQG�PDUJLQV�YHU\�VPDOO��,Q�VXFK�D�JDPH��WKH�ODUJHU�WKH�ILUP�LV��WKH�PRUH�SURILWDEOH�LW�LV��<HW��E\�IRFXVLQJ�RQ�FXVWRPHUV¶�QHHGV�DQG�EXLOGLQJ�DOO�LWV�V\VWHPV�WR�SURYLGH�KLJKHU�YDOXH�LQVWHDG�RI�D�FDQ��&&	6�EHFDPH�WKH�PRVW�SURILWDEOH�IRU�WKH�HQWLUH�SHULRG��7KH�ILUP�XQGHUVWRRG�WKDW�EHYHUDJH�SURGXFHUV�ZHUH�FRQFHUQHG�ZLWK�WDVWH��WKHLU�FRUH�FRPSHWHQFH��DQG�ORRNHG�DW�ERWWOLQJ DV�D�KDVVOH��7KH\�GHFLGHG�WR�PDNH�ERWWOLQJ�HDVLHU��SURYLGLQJ�ERWWOLQJ�PDFKLQH�VHUYLFLQJ��DQG�VRPHWLPHV�RIIHULQJ�WR�RXWVRXUFH�WKH�VHUYLFH��,Q�DGGLWLRQ��WKH\�ORFDWHG�WKHLU�SODQW�FORVHU�WR�FXVWRPHUV�WR�HQVXUH�D�TXLFN�UHVSRQVH�WLPH�DOORZLQJ�WKHP�WR�DYRLG�PDLQWDLQLQJ�FRVWO\�VDIHW\�VWRFNV��$V�D�UHVXOW��QRW�RQO\�ZDV�&&	6�DEOH�WR�RXWVPDUW�LWV�ELJJHU�PRUH�GLYHUVLILHG�FRPSHWLWRUV��EXW�LW�ZDV�IRU�D�ORQJ�WLPH�DPRQJ�WKH�1HZ�<RUN�6WRFN�([FKDQJH�³7HQ�%HVW�%X\V´��DFKLHYLQJ�DQ�DPD]LQJ�UHWXUQ�RQ�LQYHVWPHQW�7KH�RWKHU�VLJQLILFDQW�IDFWRU�LQ�D�JOREDO�LQGXVWU\�LV�WKH�XQGHUVWDQGLQJ�RI�WKH�LQWULFDFLHV�DQG�QXDQFHV�RI�QDWLRQDO�ODZV��0DQ\�VXFFHVVIXO�ILUPV�KDYH�EHHQ�DEOH�WR�GHYHORS�DQG�PDLQWDLQ�D�FRPSHWLWLYH�DGYDQWDJH�RYHU�ODUJHU�FRPSHWLWRUV��EHFDXVH�WKH\�KDYH�EHHQ�DEOH�WR�XQGHUVWDQG�EHWWHU�WKH�VPDOO�GLIIHUHQFHV�LQ�UHJXODWLRQV�DQG�ODZV�LQ�WKHLU�WDUJHW�PDUNHWV��)RU�H[DPSOH��DV�PHQWLRQHG�EHIRUH��WKH�3HHUOHVV�&ORWKLQJ�VXFFHVV�LQ�&DQDGD�ZDV�PDGH�SRVVLEOH�EHFDXVH�WKH�FRPSDQ\�ZDV�DEOH�HDUO\�LQ�LWV�GHYHORSPHQW�WR�WDS�RQ�D�YHU\�PLQXWH�GHWDLO�LQ�WKH�1RUWK�$PHULFDQ�)UHH�7UDGH�$JUHHPHQW�WKDW�DOORZHG�&DQDGLDQ�FRPSDQLHV��DQG�QRW�$PHULFDQ�RQHV��WR�LPSRUW�TXDOLW\�FORWK�IURP�(QJODQG��6LPLODUO\��WKH�KLVWRU\�RI�'DHZRR�VKRZV�KRZ�WKDW�FRPSDQ\��D�JOREDO�RQH�E\�DQ\�VWDQGDUG��KDV�EHHQ�DEOH�WR�DFKLHYH�DPD]LQJ�VXFFHVV�WKURXJK�EHWWHU�DWWHQWLRQ�DQG�XQGHUVWDQGLQJ�RI�UHJXODWLRQV�DQG�ODZV�DOO�RYHU�WKH�ZRUOG��,Q�SDUWLFXODU��WKH\�KDYH�EHHQ�WKH�ILUVW�WR�UHDOL]H�WKDW�WH[WLOH�TXRWDV�WR�6RXWK�.RUHD�IRU�WKH�$PHULFDQ�PDUNHW�ZRXOG�EH�JLYHQ�WR�ILUPV�LQ�SURSRUWLRQ�WR�PDUNHW�VKDUH��7KH\�UXVKHG�WR�DFKLHYH�WKH�ODUJHVW�PDUNHW�VKDUH��UHJDUGOHVV�RI�SURILWDELOLW\��DQG�JRW�LQ�WKH�QH[W�WHQ�\HDUV�D�UHPDUNDEOH�UHQW�VLWXDWLRQ�E\�JHWWLQJ�D�ODUJH�DQG�H[FOXVLYH�SDUW�RI�WKH�FORWKLQJ�JRRGV�PDUNHW�FRPLQJ�IURP�6RXWK�.RUHD��7KH\�KDYH�DFKLHYHG�VLPLODU�VXFFHVVHV�LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�ZLWK�WKH�VDPH�TXDVL�UHOLJLRXV�DWWHQWLRQ�WR�ORFDO�OHJDO�DQG�FXOWXUDO�FKDUDFWHULVWLFV�
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