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:H SUHVHQW D PRGHO RI FRDOLWLRQDO SURSHUW\ ULJKWV �&35� UHJLPHV _ UHJLPHV LQ ZKLFK
RZQHUVKLS RI D JRRG LV DWWULEXWDEOH WR FRDOLWLRQV RI YDULRXV VL]HV� 6SHFLnFDOO\� IRU HDFK JRRG�
ZH GHnQH D OHJDO VWUXFWXUH WKDW VSHFLnHV WKH OHJDO FRDOLWLRQV RI LQGLYLGXDOV WKDW VKDUH D
FRPPXQDO FODLP WR WKDW JRRG� *HQHUDOO\� HDFK OHJDO FRDOLWLRQ PD\ XVH H[FOXVLRQDU\ UXOHV
WR DOORFDWH LWV KROGLQJV LQWHUQDOO\� 7KHVH UXOHV DOORZ HOLJLEOH VXEFRDOLWLRQV WR UHFRQWUDFW E\
H[SURSULDWLQJ VRPH IUDFWLRQ RI WKH OHJDO FRDOLWLRQ
V HQGRZPHQW� :H WKHQ DVN� ZKDW W\SHV RI
&35 UHJLPHV DUH VRFLDOO\ VWDEOH LQ WKH VHQVH RI KDYLQJ D QRQHPSW\ FRUH" :H JLYH FRQGLWLRQV
RQ WKH OHJDO VWUXFWXUH DQG WKH SULPLWLYHV RI WKH HFRQRP\ WKDW DFKLHYH VRFLDO VWDELOLW\ LQ WKLV
VHQVH� :H HPSKDVL]H WZR FDVHV RI SDUWLFXODU LQWHUHVW�

�,� 8QDQLPLW\� 8QDQLPLW\ LV UHTXLUHG IRU D OHJDO FRDOLWLRQ WR UHFRQWUDFW DJDLQVW �EORFN� WKH
VWDWXV TXR� ,Q WKLV FDVH� WKH FRUH LV QRQHPSW\ XQGHU VWDQGDUG DVVXPSWLRQV� (DFK DJHQW
V
DELOLW\ WR YHWR DQ DOWHUQDWLYH DOORFDWLRQ DOORZV D SDUWLDO FKDUDFWHUL]DWLRQ LQ WHUPV RI WKH
HFRQRPLHV WKDW DUH SULYDWL]HG E\ GLYLGLQJ XS WKH FRPPXQDO HQGRZPHQW DPRQJ WKH PHPEHUV
RI HDFK OHJDO FRDOLWLRQ� :H VKRZ WKDW LQ VRPH HFRQRPLHV FROOHFWLYH YV SULYDWH RZQHUVKLS
PDWWHUV LQ WHUPV RI VRFLDO VWDELOLW\�

�,,� ([FOXVLRQ� 0DQ\ HOLJLEOH VXEFRDOLWLRQV FDQ H[SURSULDWH WKH OHJDO FRDOLWLRQ
V HQWLUH
HQGRZPHQW� $Q H[DPSOH LV WKH FROOHFWLRQ RI VLPSOH PDMRULWLHV� 7KH SUHVHQFH RI F\FOHV
FDQ HDVLO\ OHDG WR VRFLDO LQVWDELOLW\� :H VKRZ WKDW LI HQGRZPHQW KROGLQJV DUH VXpFLHQWO\
?VSHFLDOL]HG� DQG HDFK DJHQW
V ?YHWR SRZHU� VXpFLHQWO\ ODUJH� WKHQ VWDELOLW\ FDQ EH DFKLHYHG
GHVSLWH WKH SUHVHQFH RI F\FOHV LQ VRPH JRRGV�

e'HSDUWPHQW RI (FRQRPLFV� 0LFKLJDQ 6WDWH 8QLYHUVLW\� (DVW /DQVLQJ� 0, ����������� 86$�
\'HSDUWPHQW RI (FRQRPLFV� *HRUJHWRZQ 8QLYHUVLW\� :DVKLQJWRQ '& ����������� 86$�
]:H KDYH EHQHnWWHG IURP WKH FRPPHQWV DQG FRQYHUVDWLRQV ZLWK )UDQFLV %ORFK� 6WHIDQR )HQRDOWHD� 0LFKDHO

0HXUHU� +HUYH 0RXOLQ� 3HWHU 6WUHXIHUW� /LQ =KRX� DQG� HVSHFLDOO\� 5R\ 5DGQHU DQG 0\UQD :RRGHUV� :H DOVR

JUDWHIXOO\ DFNQRZOHGJH WKH KHOSIXO VXJJHVWLRQV RI DQ DQRQ\PRXV UHIHUHH ZKR LGHQWLnHG HUURUV LQ DQ HDUOLHU

GUDIW� 6XSSRUW IURP WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD 5HVHDUFK )RXQGDWLRQ LV DFNQRZOHGJHG�
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)RUPDO HFRQRPLF DQDO\VLV VXFK DV WKDW IRXQG LQ WKH FODVVLF *HQHUDO (TXLOLEULXP PRGHO W\S�
LFDOO\ GHDOV ZLWK D VSHFLDO FODVV RI HFRQRPLHV� QDPHO\ WKRVH LQ ZKLFK RZQHUVKLS ULJKWV IRU
HQGRZPHQWV� IDFWRUV RI SURGXFWLRQ DQG SURnW VKDUHV DUH DVVLJQHG WR LQGLYLGXDO FRQVXPHUV
�VHH� IRU H[DPSOH� 'HEUHX �������� 7KRXJK WKHVH PRGHOV FDSWXUH VRPH DVSHFWV RI RXU FXUUHQW
HFRQRP\ TXLWH ZHOO� WKH\ DUH OLPLWHG LQ VFRSH�

3URSHUW\ ULJKWV UHJLPHV REVHUYHG LQ GLmHUHQW KLVWRULFDO SHULRGV DQG LQ GLmHUHQW JHRJUDSKLF
DUHDV RIWHQ GR QRW nW WKLV IUDPHZRUN� $FFRUGLQJ WR 1RUWK �������

$ YDULHW\ RI SURSHUW\ ULJKWV XQGHUOD\ WKH YDULRXV W\SHV RI HFRQRPLF RUJDQL]DWLRQV�

,QLWLDOO\� H[FOXVLYH FRPPXQDO ULJKWV ZHUH HVWDEOLVKHG E\ WKH nUVW DJULFXOWXUDO FRPPX�

QLWLHV� LQ VRPH SODFHV WKHVH JDYH ZD\ WR H[FOXVLYH VWDWH�RZQHG SURSHUW\ ULJKWV DQG LQ

RWKHUV WR LQGLYLGXDO SURSHUW\ ULJKWV�

([DPSOHV RI GLYHUVH SURSHUW\ ULJKWV VWUXFWXUHV DERXQG� 0DF)DUODQH ������ WUDFHV WKH
RULJLQV RI SULYDWH SURSHUW\ LQ (QJODQG RQO\ EDFN WR WKH HOHYHQWK FHQWXU\� $FFRUGLQJ WR
'DKOPDQ ������ HYHQ ?LQ WKH PLGGOH RI WKH HLJKWHHQWK FHQWXU\� WKH RSHQ nHOG V\VWHP �LQ
(QJODQG� LV GRPLQDQW RYHU YDVW UHJLRQV�� 6KDQLQ ������ GRFXPHQWV WKDW LQ 5XVVLD� DV ODWH DV
WKH HDUO\ ��WK FHQWXU\� ODQG ZDV QHLWKHU RZQHG E\ LQGLYLGXDOV QRU DOO RI VRFLHW\� EXW� UDWKHU�
E\ FRDOLWLRQV RI LQWHUPHGLDWH VL]H� /DQG� ZRUNVKRSV� DQG PLOOV ZHUH MRLQWO\ RZQHG E\ WKH
SHDVDQW FRPPXQH� 2WKHU KLVWRULFDO H[DPSOHV DUH DEXQGDQW� 6HH� IRU H[DPSOH� 7URRVW ������
DQG %URZQ ������ IRU D GLVFXVVLRQ RI FRPPXQDO RZQHUVKLS LQ PHGLHYDO -DSDQ� 2VWURP ������
GLVFXVVHV YLOODJH RZQHUVKLS RI $OS WHUULWRU\� $QGHUVRQ DQG /XHFN ������ FKDUDFWHUL]H WULEDO
LQVWLWXWLRQV LQ 1RUWK $PHULFDQ ,QGLDQ UHVHUYDWLRQV� &XUUHQWO\� 8�6� ODZ UHFRJQL]HV PDQ\
IRUPV RI FRDOLWLRQDO SURSHUW\ ULJKWV� ,Q OHJDO SDUWQHUVKLSV� IRU LQVWDQFH� OHJDO UHVRXUFHV DUH
MRLQWO\ RZQHG� ZKLOH SDUWQHUV KDYH MRLQW FODLPV RQ WKH UHYHQXH JHQHUDWHG IURP WKH SUDFWLFH�

7KHUH GRHV H[LVW E\ QRZ D ODUJH OLWHUDWXUH RQ SDUWLFXODU SURSHUW\ ULJKWV UHJLPHV ZKLFK
GLmHU IURP WKH SULYDWH SURSHUW\ DVVXPSWLRQV RI *HQHUDO (TXLOLELXP WKHRU\� 7KH OLWHUDWXUH
RQ SXEOLF JRRGV DQG FOXE JRRGV FRQVLGHUV WKH UHVRXUFH DOORFDWLRQ SUREOHP IRU JRRGV WKDW DUH

�QRQH[FOXGDEOH RU QRQULYDOURXV HLWKHU JOREDOO\ RU ORFDOO\� :KLOH WKH SUREOHPV RI QRQH[FOXG�
DELOLW\ DUH FHUWDLQO\ UHOHYHQW WR TXHVWLRQV RI RZQHUVKLS� WKH\ DUH FRQFHSWXDOO\ GLmHUHQW IURP
PDQ\ RI WKH ?OHJDO� SUREOHPV DVVRFLDWHG ZLWK FRPPXQDO RZQHUVKLS� DIWHU DOO� FRDOLWLRQV WKDW
RZQ UHVRXUFHV RIWHQ FDQ DQG GR H[FOXGH RXWVLGHUV� 7KHUH DUH FDVHV� IRU LQVWDQFH� LQ ZKLFK
ODQG WKDW LV FROOHFWLYHO\ RZQHG E\ D YLOODJH FRDOLWLRQ OLHV DGMDVFHQW WR SK\VLFDOO\ XQGLmHUHQ�
WLDWHG ODQG KHOG E\ LQGLYLGXDOV� ,W ZRXOG EH GLpFXOW WR DUJXH LQ WKLV FDVH WKDW RQH RZQHU
V
ODQG H[KLELWV QRQH[FOXGDELOLW\ FKDUDFWHULVWLFV ZKLOH WKH RWKHU
V GRHV QRW�

:H WKHUHIRUH VHHN WR DXJPHQW WKH H[LVWLQJ OLWHUDWXUH LQ WZR ZD\V� )LUVW� ZH RmHU D JHQHUDO
PRGHO RI FRDOLWLRQDO SURSHUW\ ULJKWV �&35� UHJLPHV WKDW HQFRPSDVV VRPH RI WKH SURSHUW\
ULJKWV UHJLPHV WKDW ZH KDYH EHHQ REVHUYHG KLVWRULFDOO\� ,Q RXU IUDPHZRUN RZQHUVKLS ULJKWV

�$ VXUYH\ RI WKLV OLWHUDWXUH FDQ EH IRXQG LQ &RUQHV DQG 6DQGOHU �������



WR YDULRXV UHVRXUFHV PD\ EH KHOG E\ JURXSV RI YDULRXV VL]HV UDWKHU WKDQ E\ HLWKHU VLQJOH
LQGLYLGXDOV RU WKH ZKROH RI VRFLHW\� 6HFRQG� ZH FRQVLGHU WKH VRFLDO VWDELOLW\ RI WKHVH JHQHUDO�
FRDOLWLRQDO SURSHUW\ ULJKWV UHJLPHV� 7KDW LV� ZH DVN ZKDW NLQGV RI SURSHUW\ ULJKWV UHJLPHV
JLYH ULVH WR RXWFRPHV DJDLQVW ZKLFK QR JURXS LQ VRFLHW\ ZRXOG DWWHPSW WR ?UHFRQWUDFW RXW��
L�H�� JLYH ULVH WR RXWFRPHV WKDW DUH LQ WKH FRUH RI WKH FRUUHVSRQGLQJ &35 UHJLPH� 7KH SXUSRVH
RI WKLV SDSHU LV WR SURYLGH FKDUDFWHUL]DWLRQV RI &35 UHJLPHV WKDW DUH VRFLDOO\ VWDEOH LQ WKH
VHQVH RI KDYLQJ D QRQHPSW\ FRUH�

$ FRDOLWLRQDO SURSHUW\ ULJKWV �&35� UHJLPH FRQVLVWV RI D OHJDO VWUXFWXUH LPSRVHG RQ VXFK
DQ HFRQRP\� 7KLV VWUXFWXUH VSHFLnHV� IRU HDFK FRPPRGLW\� WKH FRDOLWLRQV RI LQGLYLGXDOV WKDW
VKDUH D FRPPXQDO FODLP WR WKDW FRPPRGLW\� 6SHFLnFDOO\� IRU HDFK FRPPRGLW\� WKHUH LV D
SDUWLWLRQ RI WKH PHPEHUV RI VRFLHW\� (DFK SDUWLWLRQ HOHPHQW GHnQHV D ?OHJDO� FRDOLWLRQ WKDW
KROGV MRLQW FODLPV WR WKDW FRPPRGLW\� 3ULYDWH SURSHUW\ LV WKH VSHFLDO FDVH LQ ZKLFK WKH
SDUWLWLRQ HOHPHQWV DUH DOO VLQJOHWRQV� +RZHYHU� XQOLNH WKH VSHFLnFDWLRQ RI W\SLFDO SULYDWH
SURSHUW\ HFRQRPLHV� WKH PRUH JHQHUDO VSHFLnFDWLRQ DOORZV XV WR GLVWLQJXLVK EHWZHHQ WKH
SURSHUW\ ULJKWV VWUXFWXUH DQG WKH ZHDOWK HQGRZPHQWV� )RU LQVWDQFH� D PDUULHG FRXSOH PD\
EH UHJDUGHG DV D OHJDO FRDOLWLRQ WKDW KROGV MRLQW FODLPV WR HDFK RI WKHLU ODERU LQFRPHV HYHQ LI
RQH RU ERWK DUH FXUUHQWO\ XQHPSOR\HG�

)RU VLPSOLFLW\� ZH FRQVLGHU D VWDQGDUG H[FKDQJH HFRQRP\� :H GR QRW FRQVLGHU SURGXFWLRQ
KHUH� :H DOVR FRPSOHWHO\ DEVWUDFW IURP SXEOLF JRRGV DVSHFWV RI FRPPRGLWLHV� ,Q WKLV SDSHU
ZH IRFXV RQ WKH OHJDO VWUXFWXUH UDWKHU WKDQ RQ WKH WHFKQRORJLFDO SRVVLELOLWLHV IRU H[FOXVLRQ DQG
ULYDOU\� 7KLV DSSURDFK LV DQDORJRXV WR WKDW SDUW RI WKH SXEOLF HFRQRPLFV OLWHUDWXUH �VHH� IRU
H[DPSOH� $UURZ ������� ZKLFK DVVXPHV WKDW FHUWDLQ SULYDWH JRRGV DUH SXEOLFDOO\ SURYLGHG
DQG VWXGLHV KRZ SXEOLF SURYLVLRQ RI WKHVH JRRGV GHWHUPLQHV UHVRXUFH DOORFDWLRQ� )RU WKLV
UHDVRQ RXU SDSHU LV VLPLODU LQ VSLULW� EXW JHQHUDOO\ GLmHUHQW IURP WKH OLWHUDWXUH RQ WKH FRUH
DQG HTXLOLEULD RI HFRQRPLHV ZLWK ORFDO SXEOLF JRRGV DQG FOXE JRRGV VXFK DV LQ� VD\� *UHHQEHUJ
������� 6FRWFKPHU ������� DQG :RRGHUV �������

)LQDOO\� ZH GR QRW FRQVLGHU WKH HPHUJHQFH RI MRLQW RZQHUVKLS EDVHG RQ HpFLHQF\ RU RWKHU
VRFLDO GHVLGHUDWD VXFK DV LQ *URVVPDQ DQG +DUW ������ RU +DUW DQG 0RRUH ������� :H
FRQVLGHU D JLYHQ OHJDO VWUXFWXUH DQG DVN ZKHWKHU WKDW OHJDO VWUXFWXUH JLYHV ULVH WR VRFLDOO\
VWDEOH RXWFRPHV�

�? , @4T*i 7R PRWLYDWH RXU PRGHO� FRQVLGHU WKLV H[DPSOH� 7KHUH DUH WKUHH LQGLYLGXDOV
I�� �� �J� WKDW FROOHFWLYHO\ RZQ D VLQJOH JRRG� $OO DJHQWV
 XWLOLWLHV DUH VWULFWO\ LQFUHDVLQJ
LQ WKH JRRG� ,I FROOHFWLYH GHFLVLRQV DUH PDGH YLD VLPSOH PDMRULW\ UXOH WKHQ WKH ZLQQLQJ
VXEFRDOLWLRQV DUH II�� �J�I�� �J�I�� �J�I�� �� �JJ� DQG DQ\ GLYLVLRQ RI WKH JRRG LV XQVWDEOH
VLQFH WKHUH LV D YRWLQJ F\FOH DPRQJ WKH PDMRULW\ FRDOLWLRQV� 1R DOORFDWLRQ FDQ VXUYLYH WKLV
SRWHQWLDO ?UHFRQWUDFWLQJ RXW� SURFHVV DQG VR WKH &35 UHJLPH LV VRFLDOO\ XQVWDEOH�

1RZ VXSSRVH WKDW WKDW WKHUH DUH QRZ IRXU FRPPRGLWLHV� LQGH[HG E\ WKH VHW IH� I� J� KJ
DQG WKH HFRQRP\ LV GHVFULEHG E\ PDWUL[ LQ 7DEOH ��

�
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,Q 7DEOH �� WKH WKUHH LQGLYLGXDOV FROOHFWLYHO\ RZQ FRPPRGLW\ K RI ZKLFK WKH\ LQLWLDOO\
KROG � XQLWV� 7KHUH DUH SULYDWH SURSHUW\ ULJKWV GHnQHG RQ WKH RWKHU WKUHH FRPPRGLWLHV�
3HUVRQ �� IRU LQVWDQFH� LQGLYLGXDOO\ RZQV � XQLWV RI FRPPRGLW\ I ZKLOH SHUVRQ � DQG � RZQ
QRQH RI WKDW FRPPRGLW\� (DFK SHUVRQ RZQV VRPH RI RQH JRRG WKDW QR RQH HOVH KDV� ,Q WKLV
VHQVH� LQGLYLGXDO KROGLQJV DUH ?VSHFLDOL]HG�� 7KH YRWLQJ UXOH IRU I�� �� �J LV PDMRULW\ UXOH�
DQG ZH DVVXPH WKDW WKH WKUHH LQGLYLGXDOV KDYH LGHQWLFDO� FRQFDYH� DQG LQFUHDVLQJ &(6 XWLOLW\
IXQFWLRQV RYHU WKH IRXU JRRGV�

,Q WKLV H[DPSOH� DV LQ WKH RWKHU� WKHUH H[LVWV D YRWLQJ F\FOH LQ WKH IRXUWK FRPPRGLW\� K�
VLQFH DQ\ PDMRULW\ FDQ H[SURSULDWH WKH HQWLUH HQGRZPHQW� +RZHYHU� ZKHQ RQH FRQVLGHUV HDFK
SHUVRQ
V RXWVLGH KROGLQJV� WKHUH PD\ EH DOORFDWLRQV WKDW DUH VWDEOH� )RU H[DPSOH� FRQVLGHU
WKH DOORFDWLRQ LQ ZKLFK DOO LQGLYLGXDOV GLYLGH DOO JRRGV HTXDOO\� 7KHQ LW FDQ EH VKRZQ WKDW
LI HDFK DJHQW
V HODVWLFLW\ RI VXEVWLWXWLRQ EHWZHHQ WKH IRXU JRRGV LV VXpFLHQWO\ ORZ� WKHQ WKLV
DOORFDWLRQ OLHV LQ WKH FRUH RI WKH HFRQRP\� 1R FRDOLWLRQ FDQ EHQHnW E\ ?UHFRQWUDFWLQJ RXW�
DJDLQVW WKH VWDWXV TXR� EHFDXVH HDFK LQGLYLGXDO KDV VRPHWKLQJ WKDW LV GHVLUHG VXpFLHQWO\ E\
WKH RWKHU WZR� +HQFH� WKLV UHJLPH LV VRFLDOO\ VWDEOH�

2Q WKH RWKHU KDQG� LI HDFK DJHQWV
V HODVWLFLW\ RI VXEVWLWXWLRQ LV KLJK HQRXJK VR WKDW WKH
IRXU JRRGV DUH FORVH VXEVWLWXWHV� WKHQ DOO DJHQWV ZLOO VLPSO\ FRQVXPH WKHLU SULYDWH HQGRZPHQW
DQG PDMRULW\ YRWLQJ RYHU WKH IRXUWK JRRG ZLOO SURGXFH F\FOHV DV LQ WKH SUHYLRXV H[DPSOH�

7R VHH ZKDW LV FUXFLDO IRU VWDELOLW\ LQ WKH H[DPSOH DERYH ZH PRGLI\ WKH HFRQRP\ VR WKDW
LW LV QRZ GHVFULEHG E\ WKH VHFRQG PDWUL[ LQ 7DEOH ��

�
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+HUH� LQGLYLGXDO DJHQWV ZLOO VLPSO\ FRQVXPH WKHLU SULYDWH HQGRZPHQWV VLQFH WUDGH LQ WKH
SULYDWHO\ RZQHG JRRGV LV QRW PXWXDOO\ DGYDQWDJHRXV� ,QGLYLGXDO KROGLQJV LQ WKLV H[DPSOH
DUH QRW VSHFLDOL]HG� +HQFH� PDMRULW\ YRWLQJ RYHU WKH IRXUWK JRRG UHVXOWV LQ D YRWLQJ F\FOH
DQG LQ LQVWDELOLW\�

,Q VHFWLRQ � D EDVLF PRGHO RI &35 UHJLPHV XQGHU XQDQLPLW\ LV GHnQHG� 7KH PRGHO LQ
VHFWLRQ � LV QRW WKH PRVW JHQHUDO ZH KDYH LQ PLQG� EXW LW VHUYHV DV WKH EDVLF IRXQGDWLRQ IRU WKH
VXEVHTXHQW JHQHUDOL]DWLRQ LQ VHFWLRQ �� ,Q VHFWLRQ � ZH ORRN DW WKH FRUH RI WKH &35 UHJLPH
IRU WKH VSHFLDO FDVH LQ ZKLFK HDFK FRDOLWLRQ LV JRYHUQHG E\ XQDQLPLW\ UXOH� 7KRXJK WKLV LV
UHVWULFWLYH� LW DOORZV XV WR FRPSDUH WKH FRUH RI WKLV UHJLPH WR WKH VWDQGDUG FDVH RI SULYDWH
SURSHUW\ �ZKLFK� LPSOLFLWO\� DOVR DVVXPHV LQWUDFRDOLWLRQDO XQDQLPLW\ LQ WKH GHnQLWLRQ RI WKH
FRUH�� :H VKRZ WKDW FRUH DOORFDWLRQV RI D &35 UHJLPH XQGHU WKH XQDQLPLW\ UHTXLUHPHQW
FRQWDLQV WKH FRUH DOORFDWLRQV RI D SULYDWH SURSHUW\ HFRQRP\ GHULYHG E\ GLYLGLQJ XS WKH
FRPPXQDO HQGRZPHQWV DPRQJ PHPEHUV RI HDFK OHJDO FRDOLWLRQ� +RZHYHU� WKH LQFOXVLRQ PD\
EH VWULFW� 6RPH &35 FRUH DOORFDWLRQV FDQQRW EH DWWDLQHG E\ WKLV QDWXUDO ?SULYDWL]LRQ��

+HQFH� WKHUH LV D IXQGDPHQWDO GLmHUHQFH EHWZHHQ FRDOLWLRQDO VWDELOLW\ LQ WKH &35 HFRQ�
RP\ DQG LQ WKH QHZO\?SULYDWL]HG� FRUHV� 8QGHU XQDQLPLW\� HDFK LQGLYLGXDO
V DELOLW\ WR YHWR
DQ DOWHUQDWLYH DOORFDWLRQ JLYHV DQ DGGHG PHDVXUH RI LQGHWHUPLQDF\ DEVHQW LQ SULYDWH SURSHUW\
UHJLPHV�

,Q VHFWLRQ � ZH GURS WKH XQDQLPLW\ DVVXPSWLRQ DQG FRQVLGHU GLmHUHQW LQWUD�FRDOLWLRQDO
VRFLDO FKRLFH SURFHGXUHV VXFK DV PDMRULW\ YRWLQJ� :H FDOO VXFK UHJLPHV H[FOXVLRQDU\ FRDOL�
WLRQDO SURSHUW\ ULJKWV UHJLPHV VLQFH VWULFW VXEVHWV RI WKH OHJDO FRDOLWLRQV PD\ H[SURSULDWH XS
WR WKH HQWLUH FRDOLWLRQDO HQGRZPHQW IURP WKH UHVW RI WKH FRDOLWLRQ�

�



6HFWLRQ ��� HYDOXDWHV WKH FRUH�VWDELOLW\ FRQVHTXHQFHV RI VXFK UHJLPHV� $JDLQ WKH &35
FRUH LV VKRZQ WR FRQWDLQ WKH FRUHV RI DOO HFRQRPLHV LQ ZKLFK HQGRZPHQWV DUH SDUWLDOO\ SUL�
YDWL]HG RQO\ LQ WKRVH VHFWRUV LQ ZKLFK LQGLYLGXDOV KDYH YHWR SRZHU� 8QOLNH WKH XQDQLPLW\
FDVH� QRQHPSWLQHVV RI WKH FRUH LV QRW DXWRPDWLF� :H SURYLGH DQ H[LVWHQFH UHVXOW IRU SXUHO\
H[FOXVLRQDU\ &35 UHJLPHV WKDW VDWLVI\ WZR FRQGLWLRQV� )LUVW� LQGLYLGXDOV KROG JRRGV WKDW DUH
QRW DYDLODEOH HOVHZKHUH LQ WKH HFRQRP\� ,Q WKLV VHQVH� LQGLYLGXDOV
 KROGLQJV DUH VSHFLDOL]HG�
6HFRQG� WKH XWLOLW\ IXQFWLRQ RI HDFK LQGLYLGXDO PXVW H[KLELW VXpFLHQW FXUYDWXUH VR WKDW RWKHU
DJHQWV
 VSHFLDOL]HG KROGLQJV DUH YDOXHG E\ WKDW LQGLYLGXDO� 6HFWLRQ � FRQWDLQV FRQFOXGLQJ
UHPDUNV�
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7KH SULPLWLYHV RI WKH PRGHO DUH DV IROORZV�

�}i?|tG ,  I�� ���� QJ� LV D VHW RI DJHQWV WKDW FRQVWLWXWH D VRFLHW\� 7KV VHW , KDV JHQHULF
HOHPHQW L � ,�

�L44L_�|�itG .  I�� ����PJ LV D VHW RI FRPPRGLWLHV� 7KH VHW . KDV JHQHULF HOHPHQW
N � .�

L P�hiuihi?UitG (DFK DJHQW L � , KDV D XWLOLW\ IXQFWLRQ� X � � � � ZKLFK LV DVVXPHG�

VWULFWO\ FRQFDYH DQG VWULFWO\ LQFUHDVLQJ LQ HDFK JRRG� :H ZLOO DVVXPH WKH QRUPDOL]DWLRQ
LX ��� � � � � ��  � IRU DOO L�

�}}hi}@|i ,?_L�4i?|tG 7KH WRWDO HQGRZPHQW RI DOO FRPPRGLWLHV LV JLYHQ E\ WKH YHFWRU
�  �� � ZKHUH � ! � IRU DOO N � .� :H ZLOO UHIHU WR DQ DOORFDWLRQ DV D YHFWRUN N�. N 3L L[  �[ � WKDW VDWLVnHV [ � � IRU DOO N�N�.�L�, NL�,N N

�hLTih|) +�}�|t 5|h�U|�hiG )RU HDFK FRPPRGLW\ N � .� OHW 3�N� GHQRWH D SDUWLWLRQ
RI ,� (DFK HOHPHQW S � 3�N� LV D OHJDO FRDOLWLRQ� 7KDW LV� HDFK SDUWLWLRQ 3�N� GHnQHV WKHN

FRDOLWLRQV� HDFK RI ZKLFK GHVFULEHV D JURXS RI LQGLYLGXDOV ZKR� WRJHWKHU� KDYH MRLQW ULJKWV
WR FRPPRGLW\ N� 2XU QRWLRQ RI FRDOLWLRQDO SURSHUW\ ULJKWV PHDQV WKDW WKHVH ULJKWV FDQQRW
QHFHVVDULO\ EH SDUWLWLRQHG LQWR VHSDUDWH FODLPV JLYHQ WR HDFK DJHQW LQ WKH FRPPXQDO FRDOLWLRQ�
7KLV LQVHSDUDELOLW\ LV D OHJDO QRWLRQ UDWKHU WKDQ D WHFKQRORJLFDO RQH DV ZLWK SXEOLF JRRGV�
$OVR ZH DOORZ IRU WKHUH WR EH GLmHUHQW ULJKWV VWUXFWXUHV IRU GLmHUHQW FRPPRGLWLHV� L�H�� LW LV

A ASRVVLEOH WKDW 3�N� � 3�N� LI N � N� ,Q WKH VSHFLDO FDVH RI SULYDWH SURSHUW\ LQ WKH $UURZ�
'HEUHX ZRUOG� WKH 3�N� SDUWLWLRQV FRQVLVW RI WKH VLQJOHWRQ VHWV LQ ,�

��?iht��T 5|h�U|�hiG 7R FRPSOHWH RXU VSHFLnFDWLRQ UHTXLUHV DQ DVVLJQPHQW RI SK\VLFDO
SURSHUW\ WR WKH FRPPXQDO FRDOLWLRQV� :H GHnQH WKH IXQFWLRQV Z � 3�N� � � � IRU DOON �

N � .� ZKLFK VDWLVI\ ;
Z �S �  � �N N N

S �3�N�N

�



7KH DPRXQW Z �S � GHQRWHV WKH HQGRZPHQW RI FRPPRGLW\ N KHOG FROOHFWLYHO\ E\ FRDOLWLRQN N

S � 3�N��N

:H PD\ QRZ GHnQH D &RDOLWLRQDO 3URSHUW\ 5LJKWV �&35� 5HJLPH WR EH D VSHFLnFDWLRQ RI
LDJHQWV
 XWLOLWLHV X s �X � � WRWDO UHVRXUFHV� � s �� � � SURSHUW\ ULJKWV� 3 s �3�N�� �L�, N N�. N�.

DQG FRPPXQDO HQGRZPHQWV� Z s �Z �c�� � 7KDW LV� D &35 UHJLPH LV JLYHQ E\ WKH WXSOH�N N�.

( s �X� ��3 � Z��

2EVHUYH WKDW LQ WKLV VSHFLnFDWLRQ� SURSHUW\ ULJKWV LQ D UHJLPH ( DUH WLHG WR WKH LQGH[ RI WKH
FRPPRGLW\� LQGHSHQGHQW RI WKH DFWXDO TXDQWLW\ RZQHG� ,QGLYLGXDOV DUH EXQGOHG WRJHWKHU WR
OHJDOO\ VKDUH ULJKWV WR FRQVXPSWLRQ� 7ZR DJHQWV� IRU H[DPSOH� KDYH MRLQW ULJKWV WR DUDEOH
ODQG� DV RSSRVHG WR� WKHVH WZR MRLQWO\ RZQ D SDUWLFXODU SLHFH RI ODQG� )RU WKLV UHDVRQ� WKH
GHnQLWLRQ RI UHJLPH ( LV IDU IURP D VDWLVIDFWRU\ QRWLRQ VLQFH LW FRUUHVSRQGV WR D UHODWLYHO\

�VPDOO QXPEHU RI SRVVLELOLWLHV JLYHQ WKH SOHWKRUD RI REVHUYHG FRPPXQDO UHJLPHV� :H DXJPHQW
WKLV GHnQLWLRQ LQ 6HFWLRQ � WR FRYHU PDQ\ PRUH SRVVLELOLWLHV�

)RU QRZ� ZH ZLOO FRQVLGHU WKH VLPSOH LQWHUQDO UXOH RI XQDQLPLW\ XVHG E\ WKH OHJDO FRDOLWLRQV
S WR DOORFDWH LQWHUQDO KROGLQJV� )XUWKHUPRUH� ZKDWHYHU DOORFDWLRQV UHVXOW IURP D &35 UHJLPHN

( � LW VHHPV UHDVRQDEOH WKDW WKHVH DOORFDWLRQV VKRXOG QRW RmHU UHFRQWUDFWLQJ RSSRUWXQLWLHV IRU
LPSURYHPHQWV E\ JURXSV RI DJHQWV� :H GHnQH D FRUH FRQFHSW XQGHU WKH XQDQLPLW\ UXOH IRU
WKLV HFRQRP\ WKDW LV DQDORJRXV WR WKH VWDQGDUG FRQFHSW LQ SULYDWH SURSHUW\ UHJLPHV�

#i�?�|�L? � *LYHQ D &35 UHJLPH� (� DQ DOORFDWLRQ [ LV LQ WKH &RUH RI WKH &35 5HJLPH
XQGHU 8QDQLPLW\ 5XOH� GHQRWHG &�(�� LI WKHUH LV QR FRDOLWLRQ� & t ,� DQG QR FRDOLWLRQDO

LDOORFDWLRQ� �\ � � VXFK WKDWL�&

; ;
L\ � Z �S ���N � .� ���N NN

L�& S t&N

L L L LX �\ � ! X �[ �� �L � &� ���

,QHTXDOLW\ ��� LV WKH VWDQGDUG ?EORFNLQJ� FRQGLWLRQ� WKH PHPEHUV RI & FDQQRW EH PDGH
EHWWHU Rm E\ UHFRQWUDFWLQJ RXW RI WKH VWDWXV TXR� ,QHTXDOLW\ ��� VSHFLnHV ZKDW LV IHDVLEOH
LI & DWWHPSWV WR UHFRQWUDFW� 7KH VWUXFWXUH RI D &35 UHJLPH SXWV QDWXUDO UHVWULFWLRQV RQ
WKH SRVVLELOLWLHV IRU FRDOLWLRQDO UHFRQWUDFWLQJ� ,Q SDUWLFXODU� FRDOLWLRQ & FDQ RQO\ XVH WKRVH
HQGRZPHQWV WR ZKLFK LWV PHPEHUV KDYH D OHJDO FODLP� 7KLV OHJDO FODLP LV JLYHQ E\ WKH
UHVWULFWLRQ LQ ��� WKDW PHPEHUV RI & PD\ FODLP Z �S � LI DQG RQO\ LI S t &� $JHQWV LQ &N N N

ZKRVH HQWLUH OHJDO FRDOLWLRQ S LV QRW FRQWDLQHG LQ & PXVW HVVHQWLDOO\ UHOLQTXLVK WKHLU ULJKWVN

ZLWKLQ S � 7KLV IHDWXUH LQ ZKLFK DOO PHPEHUV RI S PXVW FRQVHQW LQ RUGHU WR FODLP Z �S � LVN N N N

HQWLUHO\ D SURSHUW\ RI WKH XQDQLPLW\ DVVXPSWLRQ�

�+RZHYHU� WKLV QRWLRQ VHHPV WR FRUUHVSRQG WR WKH GHVFULSWLRQ RI WKH IHXGDO V\VWHP LQ (XURSH E\ 7RZQVHQG
������ DV D FROOHFWLRQ RI ?$UURZ�'HEUHX VRFLDO FRQWUDFWV��

�
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7R LOOXVWUDWH WKH HmHFWV RI 8QDQLPLW\ 5XOH RQ WKH &35 FRUH� FRQVLGHU WKH IROORZLQJ H[DPSOH�
7KHUH DUH WKUHH DJHQWV� ,  I�� �� �J� DQG WZR JRRGV \ DQG ]� $JHQWV
 SUHIHUHQFHV DUH JLYHQ

L L L L � � L � �E\ X �\ � ] �  �\ � � �] � � L � ,� 7KH SURSHUW\ ULJKWV DUUDQJHPHQW LV JLYHQ E\ WKH
SDUWLWLRQV

3�\�  II�� �J� I�JJ�

3�]�  II�J� I�� �JJ�

$FWXDO HQGRZPHQWV IRU WKH OHJDO FRDOLWLRQV LQ WKLV SURSHUW\ ULJKWV VWUXFWXUH LV JLYHQ E\
Z �I�� �J�  �� Z �I�J�  �� Z �I�J�  �� Z �I�� �J�  �� 7KLV VWUXFWXUH LV VXPPDUL]HG LQ\ \ ] ]

WKH PDWUL[ EHORZ�

UL44L_�|�it UL@*�|�L?t%i?_L�4i?|t
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2EVHUYH WKDW DJHQW � EHORQJV WR WKH OHJDO FRDOLWLRQV WKDW RZQ DOO WKH UHVRXUFHV� <HW� WKHUH
LV D UDQJH RI SRVVLEOH FRUH DOORFDWLRQV WKDW PD\ GHQ\ DJHQW � VRPH RU DOO RI LW� )RU LQVWDQFH�

� � L LLW LV HDV\ WR VKRZ WKDW WKH DOORFDWLRQ �\ � ] �  ��� ��� DQG �\ � ] �  ��� ��� L  �� �� OLHV LQ
WKH FRUH� 7KLV RZHV WR WKH IDFW WKDW WKH XQDQLPLW\ DVVXPSWLRQ JLYHV HDFK SHUVRQ �LQ WKLV FDVH
DJHQW � DQG DJHQW �� WKH OHJDO ULJKW ZLWKLQ KLV FRDOLWLRQ WR YHWR DQ DOWHUQDWLYH DOORFDWLRQ�
7KLV LV� QR GRXEW� D UHVWULFWLYH UHTXLUHPHQW� 7KHUH DUH� KRZHYHU� KLVWRULFDO H[DPSOHV LQ
ZKLFK XQDQLPLW\ LV UHTXLUHG WR DOORFDWH FRPPXQDO VKDUHV RI UHVRXUFHV VXFK DV ODQG� 3HDVDQW
FRPPXQHV LQ ��WK FHQWXU\ 5XVVLD KDG VXFK D UHTXLUHPHQW �VHH 6KDQLQ �������� ,Q (QJODQG
GXULQJ WKH 7XGRU \HDUV� HQFORVXUHV RFFXUUHG XQGHU XQDQLPLW\ UXOHV WR DQ H[WHQW�

$ GLmHUHQW VRUW RI HQFORVXUH RFFXUHG LQ ��WK FHQWXU\ (QJODQG� 0DF)DUODQH ������ GH�
VFULEHV WKH KLVWRULFDO SURFHVV E\ ZKLFK FRPPXQDO HQGRZPHQWV DW WKH WLPH ZHUH ?FDUYHG XS�
DQG DOORFDWHG WR WKH PHPEHUV� ,Q WKLV PRGHO� WKHVH HQFORVXUHV FRUUHVSRQG WR� IRU HDFK OHJDO
FRDOLWLRQ� S � WKH H[LVWLQJ FRDOLWLRQDO HQGRZPHQW� Z �S �� LV GLYLGHG XS DPRQJ WKH DJHQWV LQN N N

PQS � /HW e GHQRWH WKH VHW RI VXFK GLYLVLRQV GHnQHG DV WKH VHW RI w � � WKDW VDWLVnHVN �

;
Lw  �� �S ��N�NN

L�SN

�



w/HW ( GHQRWH WKH VWDQGDUG H[FKDQJH HFRQRP\ FUHDWHG E\ SULYDWL]LQJ WKH &35 HFRQRP\ (
LXVLQJ w� 7KDW LV� HDFK DJHQW L � S KDV D SULYDWL]HG HQGRZPHQW� w Z�S � RI JRRG N VLQFHN NN

HDFK OHJDO FRDOLWLRQ GLYLGHV XS LWV UHVRXUFHV VR WKDW HDFK LQGLYLGXDO UHFHLYHV D SULYDWH VKDUH�
w/HW &�( � GHQRWH WKH VWDQGDUG FRUH RI WKLV SULYDWH SURSHUW\ HFRQRP\� 6WDQGDUG UHVXOWV

VKRZ WKDW WKH FRUH RI WKH SULYDWH SURSHUW\ HFRQRP\ LV QRQHPSW\ ZKHQ DJHQWV
 XWLOLWLHV DUH
TXDVL�FRQFDYH�

$ JHQHUDO FRPSDULVRQ FDQ EH PDGH EHWZHHQ FRUH DOORFDWLRQV XQGHU &35 UHJLPHV ZLWK
XQDQLPLW\ DQG FRUH DOORFDWLRQV XQGHU SULYDWH SURSHUW\� 8QGHU 8QDQLPLW\ 5XOH LW WXUQV RXW
WKDW DQ\ FRUH DOORFDWLRQ RI D SULYDWH SURSHUW\ HFRQRP\ GHULYHG IURP SULYDWL]LQJ WKH FRPPXQDO
HQGRZPHQWV RI WKH OHJDO FRDOLWLRQV FRUUHVSRQGV WR D FRDOLWLRQDO SURSHUW\ ULJKWV FRUH DOORFDWLRQ�
+RZHYHU� LQWHUHVWLQJO\� QRW DOO &35 FRUH DOORFDWLRQV FDQ UHVXOW IURP D SULYDWL]HG HFRQRP\

�GHVSLWH WKH IDFW WKDW WKHUH LV QR WUDQVIHU RI ZHDOWK DFURVV WKH OHJDO FRDOLWLRQV� S �N

�hLTLt�|�L? � )RU DQ\ &35 5HJLPH ( � &�(�� �� ,Q SDUWLFXODU�
>

w&�( � t &�(�
w�e

DQG IRU VRPH HFRQRP\ ( � WKH LQFOXVLRQ LV VWULFW�

�hLLu Lu �hLTLt�|�L? � 6 w(VWDEOLVKLQJ WKH LQFOXVLRQ LV VWUDLJKWIRUZDUG� :H VKRZ WKDW &�(� u &�( �� *LYHQ ( �w�e
LVXSSRVH [  � &�(�� /HW & t , DQG �\ � VDWLVI\ WKH EORFNLQJ FRQGLWLRQV ��� DQG ���� 7KHQL�&

IRU DQ\ w � e� DQG N � .�
; ; ; ; ;

L L L\ � Z �S �  w Z �S � � w Z �S �L��� ���N N N N N NN N N
L�SL�& S t& S t& L�&NN N

wZKHUH S �L� GHQRWHV WKH FRDOLWLRQ LQ 3�N� WKDW FRQWDLQV L� )URP ���� [  � &�( ��N

7R VKRZ WKDW WKHUH DUH &35 HFRQRPLHV IRU ZKLFK WKH VHW LQFOXVLRQ LV VWULFW FRQVLGHU WKH
IROORZLQJ VLPSOH H[DPSOH� 7KHUH DUH WZR JRRGV� \ DQG ] DQG WKUHH LQGLYLGXDOV� L  �� �� ��
7KH SURSHUW\ ULJKWV VWUXFWXUH LV JLYHQ LQ 7DEOH � EHORZ�
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�:H WKDQN WKH UHIHUHH IRU SRLQWLQJ RXW WKH VWULFW LQFOXVLRQ�

�



3UHIHUHQFHV RI DOO LQGLYLGXDOV DUH JLYHQ E\

L L L L �� L ��X �\ � ] �  �\ � � �] � � �L  �� �� ��

L L L:H nUVW HVWDEOLVK WKDW WKH DOORFDWLRQ [ ZLWK [  �\ � ] �  ��� ��� L  �� �� �� \LHOGLQJ
LX ��� ��  �� OLHV LQ WKH &35 &RUH� &�(�� &OHDUO\� E\ WKH V\PPHWU\ RI SUHIHUHQFHV WKLV DOOR�
FDWLRQ LV 3DUHWR RSWLPDO� DQG VR LW LV QRW EORFNHG E\ I�� �� �J� $OVR� WKH VLQJOHWRQ FRDOLWLRQV�
ILJ� L  �� � FDQQRW EORFN VLQFH QHLWKHU � QRU � KDV DQ\ TXDQWLW\ RI HQGRZPHQW E\ KLPVHOI�

��,QGLYLGXDO � FDQ FODLP ��� ��� L�H�� � XQLWV RI ]� 6LQFH � ! �� KH GRHV QRW EORFN DORQH�
)LQDOO\� REVHUYH WKDW WKH WZR�PHPEHU FRDOLWLRQV FDQ FODLP QR PRUH WKDQ ��� �� ZKLFK LV ZKDW
LQGLYLGXDO � FDQ FODLP E\ KLPVHOI� +HQFH� WKH WZR PHPEHU FRDOLWLRQV ZLOO QRW EORFN� +HQFH�
[ � &�(��

6
w:H QRZ VKRZ WKDW [  � &�( �� )L[ DQ DUELWUDU\ w� 6LQFH WKHUH LV RQO\ D FRPPXQDOw�e

� �HQGRZPHQW LQ JRRG \� LW PXVW EH WKH FDVH WKDW HLWKHU w w � � RU w w � �� :LWKRXW ORVV\ \

RI JHQHUDOLW\ VXSSRVH WKH IRUPHU KROGV� 7KHQ FRDOLWLRQ I�� �J KDV WKH ULJKWV WR DJJUHJDWH
HQGRZPHQW RI DW OHDVW ����� ��� ,I WKH\ EORFN ZLWK DOORFDWLRQ ����� ���� WR HDFK RI LQGLYLGXDOV �

L �� ��DQG �� WKHQ VLQFH X ����� ����  ����� � ����� { ���� ! �� WKLV FRDOLWLRQ EORFNV VXFFHVVIXOO\�
w L7KDW LV� [  � &�( �� +RZHYHU� VLQFH WKH FKRLFH RI LQGLYLGXDO � RU � ZLWK VKDUH w w � � ZDV\

wDUELWUDU\� WKHQ [  � &�( �� �w � e� ((

+i4@h! 6LQFH WKH VHW�WKHRUHWLF LQFOXVLRQ LQ 3URSRVLWLRQ � LV VWULFW� LW GRHV PDWWHU IRU VRPH
HFRQRPLHV ZKHWKHU UHVRXUFHV DUH RZQHG FROOHFWLYHO\ RU SULYDWHO\� 7KH H[DPSOH RI 7DEOH �
LQ WKH 3URRI LV VLPLODU WR WKH FODVVLF H[DPSOH LQ ZKLFK WZR EX\HUV �LQGLYLGXDOV � DQG ��
FRPSHWH IRU D VLQJOH VHOOHU �LQGLYLGXDO ��� ,Q WKH FRUH RI WKLV SURWRW\SH H[DPSOH WKH EX\HUV
FRPSHWH DZD\ WKHLU HQGRZPHQWV� KHQFH� WKH FRUH FRPSULVHV WKH DOORFDWLRQ LQ ZKLFK WKH VHOOHU
JHWV HYHU\WKLQJ� ,Q WKH SUHVHQW H[DPSOH LQ 7DEOH �� VLQFH HDFK RI WKH WZR ?EX\HUV� FDQ
VWLOO FRQVXPH KLV SULYDWL]HG HQGRZPHQW LI WKHUH LV QR H[FKDQJH� WKH SULYDWL]HG FRUH LV HPSW\
�ZLWK VXpFLHQW FXUYDWXUH LQ WKH XWLOLW\ IXQFWLRQ�� %\ FRQWUDVW� LQ WKH H[DPSOH LQ 7DEOH � WKH
LQFOXVLRQ PD\ EH UHSODFHG ZLWK HTXDOLW\� 7KDW LV� WKH &35 FRUH RI WKDW HFRQRP\ LV SUHFLVHO\
WKH XQLRQ RI DOO SULYDWL]HG FRUHV� 7KH FUXFLDO GLmHUHQFH VHHPV WR EH WKDW LQ WKH 7DEOH �
HFRQRP\� ZKDW HDFK EORFNLQJ FRDOLWLRQ FDQ REWDLQ LQ DOO SRVVLEOH SULYDWL]HG HFRQRPLHV LV QRW
PXFK GLmHUHQW WKDQ LQ WKH &35 UHJLPH� +RZHYHU� LQ WKH 7DEOH � HFRQRP\ WKH FRDOLWLRQDO
HQGRZPHQW LQ WKH &35 UHJLPH LV GLVWLQFWO\ LQIHULRU WR WKDW RI WKH SULYDWL]HG HFRQRPLHV IRU
DW OHDVW VRPH SRWHQWLDO EORFNLQJ FRDOLWLRQ� <HW� LW LV DQ RSHQ TXHVWLRQ IRU H[DFWO\ ZKLFK
HFRQRPLHV SULYDWL]DWLRQ PDNHV D GLmHUHQFH LQ WHUPV RI FRDOLWLRQDO VWDELOLW\�

3URSRVLWLRQ � PDNHV FOHDU WKDW XQDQLPLW\ UXOHV DOORZ IRU D ODUJH QXPEHU RI FRUH DOORFD�
WLRQV� 7KLV VKRXOG QRW EH WRR VXUSULVLQJ VLQFH XQDQLPLW\ PDNHV LW HDV\ IRU LQGLYLGXDOV WR
YHWR SURSRVHG DOWHUQDWLYHV� 6WDWXV TXR DOORFDWLRQV ZLOO RIWHQ SUHYDLO�

�
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,Q WKLV VHFWLRQ ZH FRQVLGHU PRUH JHQHUDO LQWUD�FRDOLWLRQDO VRFLDO FKRLFH SURFHGXUHV� 3URFHGXUHV
RWKHU WKDQ XQDQLPLW\ VHHP WR KDYH EHHQ� KLVWRULFDOO\� IDLUO\ FRPPRQ� 'DKOPDQ ������
UHSRUWV� IRU H[DPSOH� WKDW LQ YLOODJHV LQ (QJODQG GXULQJ WKH ODWH ��WK FHQWXU\� ?LQ RUGHU WR
UHDFK D GHFLVLRQ WR HQFORVH D YLOODJH� IRXU�nIWKV DQG ODWHU WKUHH�TXDUWHUV RI WKH YRWHV LQ D
YLOODJH ZHUH UHTXLUHG� 7KLV ZDV QRW LQ QXPEHUV� EXW UHFNRQHG LQ YDOXH RI DUDEOH ODQG�� �S����

:H UHIHU WR WKH PRUH JHQHUDO LQWUD�FRDOLWLRQDO VRFLDO FKRLFH SURFHGXUHV DV H[FOXVLRQDU\
UXOHV VLQFH WKH\ VSHFLI\ ZKLFK VXEFRDOLWLRQV FDQ IRUP DQG� WKHUHIRUH� ZKLFK DJHQWV DUH H[�
FOXGHG IURP WKHVH VXEFRDOLWLRQV� ,W ZLOO EH VKRZQ WKDW XQGHU H[FOXVLRQDU\ UXOHV� WKH LVVXH RI
VRFLDO VWDELOLW\ LV QR ORQJHU DV VWUDLJKWIRUZDUG DV LQ 6HFWLRQ ��

7R IRUPDOL]H H[FOXVLRQDU\ UXOHV� ZH VSHFLI\ IRU HDFK FRPPXQDO FRDOLWLRQ S D FROOHFWLRQN

'�S � RI VXEVHWV G t S � +HUH ZH LQWHUSUHW '�S � DV WKH FROOHFWLRQ RI ?ZLQQLQJ� VXEFRDOLWLRQVN N N

WKDW DUH HOLJLEOH WR EORFN ZLWK JRRG N E\ YRWLQJ WR OHDYH FRPPXQDO FRDOLWLRQ S � 7KHUHIRUH�N

VXEFRDOLWLRQ G FDQ EORFN ZLWK HQGRZPHQW Z �S � Lm G � '�S �� L�H�� G LV D ?ZLQQLQJ� VXE�N N N

FRDOLWLRQ� :H DVVXPH WKDW '�S � VDWLVnHV�N

� ��L� LI G � '�S � DQG G t G t S � WKHQ G � '�S ��N N N

�LL� G � '�S � Lm S QG  � '�S �N N N

�7KH SDLU �S �'�S �� LV VRPHWLPHV FDOOHG D VLPSOH JDPH� RU D FRPPLWWHH� 3URSHUWLHV �L� DQGN N

�LL� DERYH DUH VWDQGDUG DVVXPSWLRQV IRU VLPSOH JDPHV� $VVXPSWLRQ �L� VWDWHV WKDW VXSHUVHWV
RI ZLQQLQJ VXEFRDOLWLRQV LQ S DUH ZLQQLQJ� ZKLOH �LL� VWDWHV WKDW UHODWLYH FRPSOHPHQWV RIN

ZLQQLQJ VXEFRDOLWLRQV DUH QRW ZLQQLQJ �DQG YLFH YHUVD�� 2QH REYLRXV H[DPSOH RI WKH SXUH
H[FOXVLRQ LV WKH FDVH ZKHUH '�S � GHnQHV D 0DMRULW\ 5XOH� 6XSSRVH WKDW S  I�� �� �J�N N

WKHQ '�S �  II�� �J� I�� �J� I�� �J� I�� �� �JJ GHnQHV WKH PDMRULW\ VXEFRDOLWLRQV WKDW FDQN

H[SURSULDWH WKH HQWLUH FRDOLWLRQDO HQGRZPHQW� 8WLOL]LQJ WKHVH DVVXPSWLRQV� ZH GHnQH WKH
DPRXQW� x�%�� RI � WKDW HOLJLEOH VXEFRDOLWLRQV FDQ REWDLQ IRU % LI % UHFRQWUDFWV RXW RI WKH
VWDWXV TXR E\ ;

x �%�  Z �S �� �N � . ���N N N

IS M�G�'�S ��Gt%JN N

/HW WKH VHW RI DOO H[FOXVLRQ UXOH EH JLYHQ E\ '  �'�S �� � $Q H[FOXVLRQDU\N S �3�N�� N�.N

&35 UHJLPH ZLOO EH GHQRWHG E\ �( �'��

#i�?�|�L? 2 *LYHQ �( �'�� DQ DOORFDWLRQ [ LV LQ WKH &RUH RI WKH &35 5HJLPH ZLWK ([FOXVLRQ�
LGHQRWHG &�( �'�� LI WKHUH LV QR & t , DQG QR DOORFDWLRQ �\ � VXFK WKDWL�&

�6HH 3HOHJ ������ IRU D JHQHUDO WUHDWPHQW RI WKH WKHRU\ RI VLPSOH JDPHV�

��



;
L\ � x�&� ���

L�&

L L L LX �\ � ! X �[ �� �L � &� ���

,QHTXDOLW\ ��� VSHFLnHV ZKDW LV IHDVLEOH LI & DWWHPSWV WR UHFRQWUDFW XQGHU H[FOXVLRQ� (DFK
FRDOLWLRQ & FDQ RQO\ XVH WKRVH HQGRZPHQWV WR ZKLFK VRPH HOLJLEOH VXEFRDOLWLRQ KDV D OHJDO
FODLP� 7KLV OHJDO FODLP LV JLYHQ E\ WKH UHVWULFWLRQ LQ ��� WKDW PHPEHUV RI & PD\ FODLP Z �S �N N

LI DQG RQO\ LI WKHUH LV DQ HOLJLEOH VXEFRDOLWLRQ G LQ D OHJDO FRDOLWLRQ S VXFK WKDW G t &� ,QN

WKLV FDVH� DJHQWV LQ & ZKR EHORQJ WR QR HOLJLEOH VXEFRDOLWLRQ WKDW LV HQWLUHO\ FRQWDLQHG LQ &
PXVW HVVHQWLDOO\ UHOLQTXLVK WKHLU ULJKWV ZLWKLQ S �N

��2 5LU�@* 5|@M�*�|) �?_ih , U*�t�L?@h) ��+

:LWK WKLV QRWLRQ RI WKH &35 &RUH� WKH HOLJLEOH RU ?ZLQQLQJ� VXEFRDOLWLRQV KDYH WKH ULJKW WR
H[SURSULDWH WKH HQWLUH FRDOLWLRQDO HQGRZPHQW� 7KH YRWLQJ PHFKDQLVPV DUH WKHUHIRUH SHUIHFWO\
H[FOXVLRQDU\ VLQFH WKH\ GHQ\ DOO UHPDLQLQJ LQGLYLGXDOV WKH ULJKW WR YHWR DQ DOWHUQDWLYH DOOR�
FDWLRQ� &RQGLWLRQV WKDW JLYH ULVH WR D QRQHPSW\ FRUH PD\ EH FKDUDFWHUL]HG E\ WKH ?GHJUHH�
WR ZKLFK LQGLYLGXDOV FDQ EH GHQLHG YHWR ULJKWV ZLWKLQ WKHLU OHJDO FRDOLWLRQV�

'HnQH D YHWR SOD\HU RI FRDOLWLRQ S WR EH DQ DJHQW LQ S WKDW EHORQJV WR HYHU\ ZLQQLQJN N

FRDOLWLRQ G � '�S �� /HW 9 �S � GHQRWH WKH VHW RI YHWR SOD\HUV RI S � 1RWH WKDW 9 �S � PLJKWN N N N

EH DQ HPSW\ VHW� ,Q IDFW� W\SLFDO YRWLQJ UXOHV LPSO\ WKDW WKH VHW RI YHWR SOD\HUV LV HPSW\�
)RU H[DPSOH� WKH ��� PDMRULW\ YRWLQJ UXOH LQ WKH VHW I�� �� �J \LHOGV WKH ZLQQLQJ FRDOLWLRQV
II�� �J� I�� �J� I�� �J� I�� �� �JJ� 1R VLQJOH DJHQW LV LQFOXGHG LQ DOO RI WKHVH VHWV� %\ FRQWUDVW�
IRU WKLV VDPH VHW RI SOD\HUV� LI WKH FROOHFWLRQ RI ZLQQLQJ VXEFRDOLWLRQV LV II�J� I�� �J� I�� �� �JJ�
WKHQ DJHQW � LV D YHWR SOD\HU� ,Q WKH FDVH RI XQDQLPLW\ PRGHOOHG LQ WKH SUHYLRXV 6HFWLRQ�
9 �S �  S �N N

'HQRWH WKH DJJUHJDWH ?YHWR KROGLQJV� RI D FRDOLWLRQ & E\

;
Y �&� s Z �S �� N � .� ���N N N

IS M 9 �S �� �� 9 �S �t&JN N N

7KH H[LVWHQFH RI YHWR SOD\HUV VRPHZKHUH LQ WKH HFRQRP\ WXUQV RXW WR EH D FUXFLDO� QHF�
HVVDU\ FRQGLWLRQ IRU VRFLDO VWDELOLW\� 7R VHH WKLV� ZH nUVW FRQVLGHU D SDUWLDO SULYDWL]DWLRQ LQ
ZKLFK� XQOLNH WKH XQDQLPLW\ FDVH� RQO\ WKH HQGRZPHQWV IRU ZKLFK WKHUH DUH YHWR SOD\HUV DUH

PQGLYLGHG XS� /HW d GHQRWH WKH VHW RI t � � WKDW VDWLVnHV�

;
Lt  �� �S � 3�N�� �N � .�NN

L�9 �S �N

LZKHUH WKH YDOXHV t WKDW DSSO\ WR FRDOLWLRQV ZLWK QR YHWR SOD\HUV DUH DVVXPHG WR KDYHN
PQ tXQUHVWULFWHG UDQJH LQ � � /HW ( GHQRWH WKH ?SDUWLDOO\ SULYDWL]HG� SXUH H[FOXVLRQ UHJLPH�

��



LQ ZKLFK� IRU HDFK S WKDW KDV D QRQHPSW\ VHW RI YHWR SOD\HUV� HDFK YHWR SOD\HU UHFHLYHV DN
LSULYDWH HQGRZPHQW RI t Z �S �� 7KH FRDOLWLRQV ZLWK QR YHWR SOD\HUV UHPDLQ ?QRQSULYDWL]HG�N NN

tLQ ( � 7KH XQLRQ RI FRUHV RI DOO VXFK SDUWLDOO\ SULYDWL]HG UHJLPHV FRQVWLWXWHV D VXEVHW RI WKH
FRUH RI WKH RULJLQDO &35 UHJLPH� 7KDW LV�

�hLTLt�|�L? 2 )RU DQ\ &35 UHJLPH ZLWK SXUH H[FOXVLRQ UXOHV� �( �'��
>

t&�( � | &�( �'��
t�d

�hLLu Lu �hLTLt�|�L? 2G
t7KH SURRI RI PLUURUV WKH SURRI RI 3URSRVLWLRQ �� )L[ t DQG VXSSRVH WKDW [ � &�( �� 6XSSRVH

LDOVR WKDW [  � &�( �'�� /HW FRDOLWLRQ & EORFN [ ZLWK DOORFDWLRQ �\ � � 7KHQ IRU HDFK N � .�L�&

ZH PXVW KDYH�

3 3L\ � x �&� s Z �S �N N NL�& IS M�G�'�S ��Gt%JN N NK L3 3 3
L� Z �S � � t Z �S �N N N NIS M 9 �S � �� �G�'�S �� Gt%J IS M 9 �S �� �J L�&?9 �S � NN N N N N N

L t+RZHYHU� WKLV PHDQV WKDW �\ � LV IHDVLEOH IRU & LQ WKH SDUWLDOO\ SULYDWL]HG HFRQRP\ (L�&

ZKLFK JLYHV WKH FRQWUDGLFWLRQ� ( (

&OHDUO\� WKH FRUH RI D &35 UHJLPH XQGHU SXUH H[FOXVLRQ UXOHV LV FKDUDFWHUL]HG LQ D PDQQHU
VLPLODU WR WKH UHJLPHV XQGHU XQDQLPLW\� +RZHYHU� VLQFH DOO WKH YRWLQJ F\FOHV WDNH SODFH LQ
WKH QRQSULYDWL]HG VHFWRU� WKHUH LV QR JXDUDQWHH� JHQHUDOO\� WKDW WKH FRUH LV QRQHPSW\�

�hLTLt�|�L? � )RU DQ\ �( �'� VXFK WKDW HYHU\ FRDOLWLRQ S KDV D QRQHPSW\ VHW RI YHWRN

SOD\HUV� WKHQ &�( �'� � �� ,I WKHUH LV QR FRDOLWLRQ S WKDW FRQWDLQV D YHWR SOD\HU� WKHQN

&�( �'�  ��

�hLLu Lu �hLTLt�|�L? �G

,I� IRU HDFK S � 9 �S � � �� WKHQ IRU DQ\ &� x �&�  Y �&� VLQFH WKH HQGRZPHQW FODLPHGN N N N

E\ & IURP OHJDO FRDOLWLRQV LQ ZKLFK WKHUH DUH QR YHWR SOD\HUV PXVW EH ]HUR� 7KHUHIRUH�
LY�,�  x�,�  �� 1RZ n[ t � d VXFK WKDW t  � ZKHQHYHU L  � 9 �S �L�� �UHFDOO WKDW S �L�N NN

GHQRWHV WKH FRPPXQDO FRDOLWLRQ ZKLFK FRQWDLQV L�� 6LQFH 9 �S �� � IRU DOO S � 3�N�� N � .�N N3
L tt Z �S �  Z �S � E\ FRQVWUXFWLRQ� 7KHUHIRUH� t � e DQG VR WKH HFRQRP\ ( LV DN N N NL�S NN

tIXOO\ SULYDWL]HG� VWDQGDUG H[FKDQJH HFRQRP\� &OHDUO\� WKHQ� &�( � � �� %\ 3URSRVLWLRQ ��
&�( �'�� ��

$V IRU WKH VHFRQG SDUW RI WKH SURRI� VXSSRVH WKDW WKHUH DUH QR YHWR SOD\HUV LQ DQ\ RI WKH SN
LFRDOLWLRQV� 6XSSRVH WKDW &�( �'�� � DQG OHW [ � &�( �'�� )L[ VRPH DJHQW L IRU ZKLFK [ � ��

M1RZ FRQVLGHU D SRWHQWLDO EORFNLQJ DOORFDWLRQ �\ � IRU FRDOLWLRQ ,QILJ� 7KLV DOORFDWLRQ LVM� L

FRQVWUXFWHG DV IROORZV�
L[M M\  [ �

Qb �

��



7KDW LV� L
V DOORFDWLRQ LV GLYLGHG XS DPRQJVW DOO WKH UHPDLQLQJ DJHQWV� %\ VXSSRVLWLRQ� L
LV QRW D YHWR SOD\HU LQ DQ\ FRDOLWLRQ S WKDW FRQWDLQV L� 7KLV PHDQV WKDW LQ HDFK VXFK SN N3
FRQWDLQLQJ L� WKHUH LV D G � '�S � ZLWK L  � G� 7KHQ� \ � x�,QILJ�� DQG VR DOORFDWLRQN MM�,QILJ

M M M M M M�\ � LV IHDVLEOH IRU ,QILJ� 0RUHRYHU� X �\ � ! X �[ � E\ VWULFW PRQRWRQLFLW\ RI X LQ HDFKM� L

JRRG� +HQFH� [  � &�( �'�� ( (

0DQ\ LI QRW PRVW RI WKH KLVWRULFDO UHJLPHV DUH VRPHZKHUH EHWZHHQ WKH WZR H[WUHPHV
VSHOOHG RXW LQ 3URSRVLWLRQ �� 6RPH UHJLPHV WKDW ZH KDYH REVHUYHG KLVWRULFDOO\ KDG DW OHDVW D
IHZ FRPPRGLWLHV IRU ZKLFK H[FOXVLRQ UXOHV GR QRW DOORZ IRU YHWR SOD\HUV� H�J�� VLPSOH PDMRULW\
UXOH� 1HYHUWKHOHVV� PDQ\ RI WKHVH UHJLPHV SHUVLVWHG IRU FHQWXULHV� 'HVSLWH WKH H[LVWHQFH RI
YRWLQJ F\FOHV LQ WKH DEVHQFH RI YHWR SOD\HUV IRU VRPH FRPPRGLWLHV� VWDELOLW\ LV SRVVLEOH ZKHQ
LQGLYLGXDOV
 ?H[WHUQDO YHWR SRZHU� LV FRQVLGHUHG� $V D VSHFLDO FDVH RI WKLV YHWR SRZHU� ZH
GHnQH DQ DJHQW L WR XQLTXHO\ VSHFLDOL]HG LQ JRRG N LI 9 �S �  ILJ IRU S LQ ZKLFK L � S � DQGN N N

9 �S �  � IRU DOO S IRU ZKLFK L  � S � /HW {�L� GHQRWH WKH VHW RI JRRGV LQ ZKLFK L LV XQLTXHO\N N N

VSHFLDOL]HG� 1RWH WKDW SRVVLEO\ {�L�  �� :H ZLOO VKRZ WKDW LI XQLTXH VSHFLDOL]DWLRQ KROGV
IRU DOO DJHQWV WKHQ LW LV SRVVLEOH WR DFKLHYH VRFLDO VWDELOLW\�

%HIRUH SURFHHGLQJ ZLWK WKH UHVXOW� LW LV nUVW QHFHVVDU\ WR GHnQH D FXUYDWXUH SURSHUW\
RQ XWLOLW\ IXQFWLRQV ZKLFK JXDUDQWHHV WKDW WKH YHWR KROGLQJV RI DQ\ FRDOLWLRQ LV RI VXpFLHQW
YDOXH �LQ XWLOLW\ WHUPV� WR DJHQWV RXWVLGH WKDW FRDOLWLRQ� 7R EHJLQ� ZH UHTXLUH WKH IROORZLQJ
VWDQGDUG GHnQLWLRQV LQ FRUH WKHRU\� 7KH FROOHFWLRQ % RI VXEVHWV RI , LV EDODQFHG LI WKHUH LV D
WXSOH RI ?EDODQFLQJ ZHLJKWV� �p � ZKHUH p w � VDWLVI\LQJ IRU HDFK DJHQW L�% %�% %

;
p  ��%

I%�%ML�%J

L#i�?�|�L? � :H ZLOO VD\ WKDW XWLOLW\ IXQFWLRQ X IRU DJHQW L VDWLVnHV WKH &XUYDWXUH 3URSHUW\
L P LIRU HFRQRP\ ( LI IRU DQ\ IHDVLEOH FRQVXPSWLRQ EXQGOH [ � � ZLWK [ � �� DQG DQ\ EDODQFHG�

FROOHFWLRQ % ZLWK QR GLVMRLQW VXEVHWV DQG EDODQFLQJ ZHLJKWV �p � � WKHUH H[LVWV D SRVLWLYH% %�%

QXPEHU x] ! �� VXFK WKDW�
PM%ML LIRU DOO WXSOHV �] �%�� � � VXFK WKDW IRU HDFK % � %� ] �%� ! x] ZKHQHYHU ERWK L � %%�% � N

LDQG N � > {�M�� DQG ] �%�  � RWKHUZLVH� WKHQM�% N

; ;
L L L L Lp X �[ � ] �%�� � X � p ] �%�� ���% %

I%�%ML�%J I%�%ML�%J

7KH &XUYDWXUH 3URSHUW\ LV D MRLQW UHVWULFWLRQ RQ XWLOLW\ IXQFWLRQV DQG DQ ?LQLWLDO� IHDVLEOH
FRQVXPSWLRQ YHFWRU� ,W VWDWHV� ORRVHO\� WKDW WKH FXUYDWXUH RI HDFK DJHQW
V XWLOLW\ IXQFWLRQ

LLV VXpFLHQW WKDW FHUWDLQ VXpFLHQWO\ ODUJH WUDQVIRUPDWLRQV �] �%�� WR DJHQW L
V EDODQFHG%�%

FRQVXPSWLRQ RYHU FRDOLWLRQV WR ZKLFK KH EHORQJV� RYHUZKHOPV WKH HmHFW RI DQ\ ?VWDUWLQJ
LSRLQW� [� 7R VHH ZKDW WKLV PHDQV� REVHUYH WKDW LI [  � WKHQ ��� LV WKH IDPLOLDU -HQVHQ
V

L,QHTXDOLW\ IRU VWULFWO\ FRQFDYH IXQFWLRQV� DQG VR VWULFW FRQFDYLW\ RI X ZRXOG WKHQ LPSO\
WKDW ��� LV WULYLDOO\ VDWLVnHG� 7KHUHIRUH� ��� LPSOLHV WKDW WKH HmHFW RI WKH n[HG YHFWRU [ LV
ZDVKHG RXW E\ D ODUJH HQRXJK LQFUHDVH LQ WKH VSHFLDOL]HG KROGLQJV RI FRDOLWLRQV WKDW FRQWDLQ

��



LL� 1RWH WKDW WKH PRUH UHVWULFWLYH WKH UHTXLUHPHQWV RQ WKH WXSOH �] �%��� RU WKH VPDOOHU LV WKH
LLQLWLDO IHDVLEOH SRLQW [ � WKH HDVLHU LV LW IRU D JLYHQ XWLOLW\ IXQFWLRQ WR VDWLVI\ ���� ,Q 6HFWLRQ

����� ZKLFK IROORZV 3URSRVLWLRQ � EHORZ� ZH JLYH DQ H[DPSOH ZKLFK DSSOLHV WKH &XUYDWXUH
3URSHUW\� :H IXUWKHU VKRZ KRZ WKH ORJLF RI WKH UHVXOW ZRUNV ZKHQ WKH &XUYDWXUH 3URSHUW\
DQG 6SHFLDOL]DWLRQ DUH DVVXPHG LQ WDQGHP�

�hLTLt�|�L? e 6XSSRVH WKDW �( �'� GHQRWHV DQ H[FOXVLRQDU\ &35 UHJLPH ZKLFK VDWLVnHV ���
HDFK DJHQW LV XQLTXHO\ VSHFLDOL]HG LQ H[DFWO\ RQH JRRG� DQG ��� HDFK DJHQW
V XWLOLW\ IXQFWLRQ
VDWLVnHV WKH &XUYDWXUH 3URSHUW\� 7KHQ WKHUH LV D x] ! � VXFK WKDW LI Y �,� w x] IRU HDFKN

N � > {�L�� WKHQ WKH FRUH RI WKH &35 UHJLPH LV QRQHPSW\ �L�H�� &�( �'�� ���L�,

7KH URXJK LGHD RI 3URSRVLWLRQ � LV WKDW� WKRXJK DQ LQGLYLGXDO PD\ EH OHJDOO\ H[FOXGHG
IURP WKH KROGLQJV RI D OHJDO FRDOLWLRQ LI KH LV QRW D YHWR SOD\HU LQ WKDW FRDOLWLRQ� LI KLV
PDUJLQDO FRQWULEXWLRQ RI RWKHU YHWR KROGLQJV LV VXpFLHQWO\ YDOXDEOH WR WKH RWKHU PHPEHUV RI
WKH FRDOLWLRQ� WKH\ ZLOO FKRRVH QRW WR H[FOXGH KLP� +HQFH� &35 UHJLPHV LQ ZKLFK DOO DJHQWV
KDYH D VXpFLHQWO\ ODUJH� VSHFLDOL]HG YHWR KROGLQJ RI VRPH FRPPRGLW\ DUH VRFLDOO\ VWDEOH� 7KH
VSHFLnF UHTXLUHPHQWV IRU WKH UHVXOW PD\ EH GHVFULEHG DV IROORZV� ,W PXVW EH VKRZQ WKDW HDFK
LQGLYLGXDO KDV VXpFLHQW YHWR SRZHU VR DV QRW WR EH H[FOXGHG IURP DQ\ EORFNLQJ FRDOLWLRQ� 7R
VDWLVI\ WKLV FRQGLWLRQ� LW VXpFHV WR FRQVLGHU WZR SURSHUWLHV� )LUVW� HDFK LQGLYLGXDO KROGV ODUJHU

�DQG ODUJHU DPRXQWV RI VRPH JRRG WKDW LV QRW DYDLODEOH HOVHZKHUH LQ WKH HFRQRP\� 6HFRQG�
HDFK LQGLYLGXDO
V XWLOLW\ PXVW GLVSOD\ HQRXJK FXUYDWXUH VR WKDW DQRWKHU SHUVRQ
V VSHFLDOL]HG
KROGLQJV DUH YDOXHG E\ WKLV LQGLYLGXDO�

7KH SURRI ZLOO VKRZ WKDW WKH FRRSHUDWLYH JDPH LQGXFHG IURP WKH DVVRFLDWHG &35 UHJLPH LV
�EDODQFHG LQ WKH VHQVH RI %LOOHUD ������� %LOOHUD VKRZV WKDW IRU VXSHUDGGLWLYH 178 �QRQWUDQV�

IHUDEOH XWLOLW\� JDPHV� D EDODQFHGQHVV FRQGLWLRQ LV VXpFLHQW IRU WKH H[LVWHQFH RI D QRQHPSW\
FRUH� :H VWDWH WKLV UHVXOW EHIRUH SURFHHGLQJ ZLWK WKH SURRI RI WKH 3URSRVLWLRQ�

, Q/HW 8 � � � � GHQRWH D VXSHUDGGLWLYH IXQFWLRQ WKDW DVVLJQV WR HDFK VXEVHW % t , D
QVHW RI XWLOLW\ YHFWRUV LQ � � ,QWXLWLYHO\� 8�%� LV WKH VHW RI SD\RmV WKDW DUH IHDVLEOH WR %

LI LW UHFRQWUDFWV RXW RI WKH VWDWXV TXR SD\Rm� 7R HYHU\ VWDQGDUG H[FKDQJH HFRQRP\ WKHUH
FRUUHVSRQGV DQ 178 JDPH GHULYHG E\ WDNLQJ 8�%� WR EH WKH XWLOLW\ SD\RmV RI WKH WRWDO

�HQGRZPHQW KHOG E\ %� 7KH 178 JDPH 8 FRUUHVSRQGLQJ WR WKH &35 UHJLPH ZLWK SXUH
H[FOXVLRQ� �( �'�� LV GHnQHG E\

nQ 3PM%MnQ L L L L L8�%� s xX � � n ��[ � � � V�W� [ � x�%�� DQG xX � X �[ �� �L � %�L�% � L�%

LDQG xX � �� �L  � %J �

���

�$GPLWWHGO\� DVVXPLQJ WKDW HDFK DJHQW LV XQLTXHO\ VSHFLDOL]HG LQ D VLQJOH JRRG LV UHVWULFWLYH� +RZHYHU�

ZH IHOW WKDW WKLV UHVWULFWLRQ PDNHV WKH LQWXLWLRQ JDUQHUHG IURP WKH H[DPSOHV PRVW OXFLG� ,W FDQ ZHDNHQG E\

DVVXPLQJ WKDW HDFK DJHQW LV VSHFLDOL]HG LQ DW OHDVW RQH JRRG� )RU D JHQHUDOL]DWLRQ� VHH /DJXQRm �������
�7KLV SDSHU XVHV WKH GHnQLWLRQ RI 6KDSOH\ DQG 6KXELN ������ DQG DSSOLHG E\ %LOOHUD WR 178 JDPHV UDWKHU

WKDQ WKH JHQHUDOO\ ZHDNHU� RUGLQDO GHnQLWLRQ RI 6FDUI �������
� L6LQFH ZH DVVXPH WKH QRUPDOL]DWLRQ X ��� � � � � ��  � IRU DOO L� ZH DVXPH WKH FKDUDFWHULVWLF IXQFWLRQ VDWLVnHV

Q L8�%� | � DQG IRU DQ\ xX � 8�%�� xX � � LI L  � %�

��



�Lhi , �t|i?Ui A�iLhi4G 7KH FRUH RI DQ\ VXSHUDGGLWLYH 178 JDPH 8 LV QRQHPSW\ LI IRU
DQ\ EDODQFHG FROOHFWLRQ % ZLWK EDODQFLQJ ZHLJKWV �w � �% %�%

;
w 8�%� t 8�,� ����%

%�%

��2�� A�i wL}�U Lu �hLTLt�|�L? eG �? , @4T*i

%HIRUH SURFHHGLQJ ZLWK WKH SURRI� ZH JLYH DQ H[DPSOH WKDW GHPRQWUDWHV WKH LQWXLWLRQ RI WKH
DUJXPHQW�

)URP D JHQHUDO YHUVLRQ RI WKH HFRQRP\ LQ 7DEOH � ZH FRQVWUXFW DQ H[DPSOH ZKLFK VDWLVnHV
WKH GXDO UHTXLUHPHQWV RI WKH &XUYDWXUH &RQGLWLRQ DQG XQLTXH VSHFLDOL]DWLRQ� &RQVLGHU WKH
HFRQRP\ LQ 7DEOH � EHORZ�

UL44L_�|�it UL@*�|�L?t%i?_L�4i?|t

H I�J I�J I�J

m � �

I I�J I�J I�J

� m �

J I�J I�J I�J

� � m

K I�����J

�

A@M*i D

+HUH� �  �m� m� m� �� DQG JRRG K LV DOORFDWHG YLD PDMRULW\ UXOH� &OHDUO\� HDFK DJHQW LV
XQLTXHO\ VSHFLDOL]HG LQ RQH JRRG� 1R LQGLYLGXDO LV VSHFLDOL]HG LQ JRRG K� 7KH RQO\ UHOHYHQW
EDODQFHG FROOHFWLRQ LV WKH FROOHFWLRQ %  II�� �J� I�� �J� I�� �JJ ZLWK ZHLJKWV � � IRU HDFK
FRDOLWLRQ� 7KH DJJUHJDWH UHVRXUFHV LQ HDFK EDODQFHG FRDOLWLRQ LV JLYHQ E\

x�I�� �J�  �m�m� �� ��

x�I�� �J�  �m� �� m� �� DQG

x�I�� �J�  ��� m� m� ��

��



L6XSSRVH WKDW HDFK DJHQW L UHFHLYHV IUDFWLRQ o �%� RI JRRG N LI % IRUPV DQG L � %�
N

&RQVLGHU DJHQW �� IRU H[DPSOH� 7KHQ �
V DOORFDWLRQ LQ FRDOLWLRQV I�� �J DQG I�� �J LV

� � � �\ �I�� �J�  �o �I�� �J�m� o �I�� �J�m� �� o �I�� �J��� DQG
H I K

� � � �\ �I�� �J�  �o �I�� �J�m� �� o �I�� �J�m� o �I�� �J���
H J K

� �7R DSSO\ WKH &XUYDWXUH 3URSHUW\ WR DJHQW �� REVHUYH WKDW LI ZH OHW ] �%�  \ �%� ZKHQ
N N

�N  H� I� J� DQG ] �%�  � WKHQ ,QHTXDOLW\ ��� EHFRPHV LQ WKLV FDVH�
K

� �� � � � � � �X�o �I�� �J�m� o �I�� �J�m� �� o �I�� �J��� � X �o �I�� �J�m� �� o �I�� �J�m� o �I�� �J���
H I K H J K� �

� � �� � � � �� X � �o �I�� �J� � o �I�� �J��m� o �I�� �J�m� o �I�� �J�m� ��
H H I J� � �

����
:H QRZ YHULI\ WKDW WKH FHUWDLQ SUHIHUHQFHV GR LQGHHG VDWLVI\ WKLV LQHTXDOLW\ ZKHQ m LV VXI�3 �

L L L
�nFLHQWO\ ODUJH� /HW X �[ �  �[ � � L  �� �� �� )RU WKHVH SUHIHUHQFHV WKH ,QHTXDOLW\ ����N N

EHFRPHV

K L
� �� � � � � � � � � � � � � �� � m � � �o �I�� �J� � o �I�� �J�� b ��o �I�� �J�� � �o �I�� �J�� �

H H H H� �K L
� �� � � � � � � � � �� m � � �o �I�� �J�� b �o �I�� �J��

I I� � ����K L
� �� � � � � � � � � �� m � � �o �I�� �J�� b �o �I�� �J��

J J� �K L
�� � � � � � � �b � ��o �I�� �J�� � �o �I�� �J�� �

K J�

2EVHUYH WKDW ZKLOH DOO WKH WHUPV LQVLGH VTXDUH EUDFNHWV RQ WKH ULJKW�KDQG VLGH RI WKH LQHTXDOLW\
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$ UHVXOW VLPLODU WR 3URSRVLWLRQ � PD\ EH VKRZQ IRU WKH JHQHUDO FDVH RI SDUWLDO RU ?LPSXUH�
H[FOXVLRQ� :H SURYLGH RQO\ DQ LOOXVWUDWLYH H[DPSOH KHUH�

,Q D VHWXS PRUH JHQHUDO WKDQ WKH H[FOXVLRQDU\ &35 HQYLURQPHQW� RZQHUVKLS LV QRZ WLHG WR
D IUDFWLRQ RI WKH FRPPXQDO HQGRZPHQW IRU D VXEFRDOLWLRQ LI LW OHDYHV WKH FRPPXQDO FRDOLWLRQ�
)RU H[DPSOH� WZR DJHQWV $ DQG % MRLQWO\ RZQ ODQG LQ )ORULGD� ZKLOH WZR DJHQWV % DQG &
RZQ VRPH ODQG LQ 1HZ -HUVH\� ?,PSXUH� H[FOXVLRQ DOORZV SHUKDSV $ DQG % DQG�RU % DQG &
WR H[SURSULDWH HLWKHU SLHFH RI ODQG� 7KH OHJDO FRDOLWLRQ� FRQWDLQLQJ $�%� DQG & LV WKHQ MXVW
GHnQHG WR EH WKH VPDOOHVW FRDOLWLRQ WKDW FRQWDLQV DOO RI WKHVH RYHUODSSLQJ DUUDQJHPHQWV� $Q
H[DPSOH LV JLYHQ LQ 7DEOH � EHORZ� ,W PRGLnHV WKH H[DPSOH RI 7DEOH � VR WKDW WKH SURSHUW\
ULJKWV VWUXFWXUH LV�
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+HUH� WKH VLPSOH� PLQLPDO PDMRULW\ FRDOLWLRQV DUH DZDUGHG WKH IUDFWLRQ o � � RI WKH FRDOLWLRQDO
�HQGRZPHQW� 2WKHU VXEFRDOLWLRQV UHFHLYH QRWKLQJ� ,I o � � D VWUDLJKWIRUZDUG DSSOLFDWLRQ
�

�RI %RUGHU ������ 7KP ����� HVWDEOLVKHV WKDW WKH FRUH LV QRQHPSW\� ,I � o � �� WKHQ WKH
�

FRUH PD\ VWLOO EH QRQHPSW\� GHSHQGLQJ RQ WKH YDOXHV RI m� n� DQG HODVWLFLW\ RI VXEVWLWXWLRQ
� � �SDUDPHWHU� �� 7KH YDOXHV o  � m  � n  �� DQG �  � IRU H[DPSOH� \LHOG DQ HPSW\
� � �

� � � �FRUH� 7KH YDOXHV o  � m  � n  DQG �  � E\ FRQWUDVW� \LHOG D FRUH WKDW LV
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QRQHPSW\�

,Q WKLV H[DPSOH� VLQFH D PDMRULW\ FRDOLWLRQ
V OLTXLGDWLRQ YDOXH PD\ EH VXEVWDQWLDOO\ OHVV
WKDQ WKH HQWLUH HQGRZPHQW� PLQRULWLHV PD\ EH HQGRZHG ZLWK ULJKWV WKDW SUHYHQW D ?W\UUDQ\
RI WKH PDMRULW\��

e 5�44@h)

,Q WKLV SDSHU� D JHQHUDO PRGHO RI FRDOLWLRQDO SURSHUW\ ULJKWV UHJLPHV LV VWXGLHG� 2XU PDLQ
FRQWULEXWLRQ LV WR SURYLGH FRQGLWLRQV XQGHU ZKLFK FRDOLWLRQDO SURSHUW\ ULJKWV UHJLPHV DUH
VRFLDOO\ VWDEOH LQ WKH VHQVH RI KDYLQJ D QRQHPSW\ FRUH� 2XU PRGHO KDV DEVWUDFWHG IURP
SURGXFWLRQ DQG SXEOLF JRRGV DVSHFWV� 7KHVH IDFWRUV DUH UHOHYHQW WR TXHVWLRQV RI FRPPXQDO
RZQHUVKLS DQG FRXOG EH LQFRUSRUDWHG LQWR WKH PRGHO� 7KLV LV OHIW IRU IXWXUH ZRUN�

:H FRQVLGHU WKLV SDSHU WR EH D nUVW VWHS LQ DGGUHVVLQJ WKH ODUJHU TXHVWLRQV� ZKDW HFR�
QRPLF IDFWRUV �H�J�� WDVWHV� WHFKQRORJLHV� HQGRZPHQWV� LQIRUPDWLRQ VWUXFWXUHV� GHWHUPLQH
ZKLFK NLQGV RI SURSHUW\ ULJKWV UHJLPHV ZLOO SUHYDLO" :KHQ DQG ZK\ GR HFRQRPLHV VZLWFK
IURP RQH SURSHUW\ ULJKWV UHJLPH WR DQRWKHU" 8OWLPDWHO\� DQVZHUV WR VXFK TXHVWLRQV GHSHQG
XSRQ WKH SDUWLFXODU PHFKDQLVP WKDW JRYHUQV WKH FKRLFH RI SURSHUW\ ULJKWV UHJLPH�
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>�@ $QGHUVRQ� 7� DQG '� /XHFN ������� ?3URSHUW\ 5LJKWV LQ ,QGLDQ &RXQWU\� 7KH ,PSDFW
RI /DQG 7HQXUH RQ $JULFXOWXUH�� PDQXVFULSW�
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>�@ %LOOHUD� /� ������� ?2Q *DPHV ZLWKRXW 6LGHSD\PHQWV $ULVLQJ IURP D *HQHUDO &ODVV RI
0DUNHWV�� -RXUQDO RI 0DWKHPDWLFDO (FRQRPLFV� ���������

>�@ %RUGHU� .� ������� )L[HG 3RLQW 7KHRUHPV ZLWK $SSOLFDWLRQV WR (FRQRPLFV DQG *DPH
7KHRU\� &DPEULGJH� &DPEULGJH 8QLYHUVLW\ 3UHVV�

>�@ %URZQ� 3� ������� ?5HDOORFDWLRQ RI $UDEOH /DQG 8VH 5LJKWV LQ (DUO\ 0RGHUQ -DSDQ�
+\SRWKHVLV RQ LWV 2ULJLQV DQG )XQFWLRQV�� PLPHR� 2KLR 6WDWH 8QLYHUVLW\�

>�@ &RUQHV� 5� DQG 7� 6DQGOHU ������ 7KH 7KHRU\ RI ([WHUQDOLWLHV� 3XEOLF *RRGV� DQG &OXE
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>�@ 'DKOPDQ� &� ������� 7KH 2SHQ )LHOG 6\VWHP DQG %H\RQG� &DPEULGJH� &DPEULGJH 8QL�
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>�@ 'HEUHX� *� ������� 7KH 7KHRU\ RI 9DOXH� 1HZ +DYHQ� <DOH 8QLYHUVLW\ 3UHVV�

>�@ *UHHQEHUJ� -� ������� ?/RFDO 3XEOLF *RRGV ZLWK 0RELOLW\� ([LVWHQFH DQG 2SWLPDOLW\ RI
D *HQHUDO (TXLOLELXP�� -RXUQDO RI (FRQRPLF 7KHRU\� ��� ������

>��@ *URVVPDQ� 6�� DQG 2� +DUW ������� ?7KH &RVWV DQG %HQHnWV RI 2ZQHUVKLS� $ 7KHRU\
RI 9HUWLFDO DQG /DWHUDO ,QWHJUDWLRQ�� -RXUQDO RI 3ROLWLFDO (FRQRP\� ��� ��������

>��@ +DUW� 2�� DQG -� 0RRUH ������� ?3URSHUW\ 5LJKWV DQG WKH 1DWXUH RI WKH )LUP�� -RXUQDO
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>��@ /DJXQRm� 5� ������� ?6XpFLHQWO\ 6SHFLDOL]HG (FRQRPLHV +DYH 1RQHPSW\ &RUHV��
PLPHR� 8QLYHUVLW\ RI 3HQQV\OYDQLD� -XO\�

>��@ 0DF)DUODQH� $� ������� 7KH 2ULJLQV RI (QJOLVK ,QGLYLGXDOLVP� 2[IRUG� %DVLO %ODFNZHOO�

>��@ 0RXOLQ +� DQG %� 3HOHJ ������� ?7KH &RUH RI (mHFWLYLW\ )XQFWLRQV DQG ,PSOHPHQWDWLRQ
7KHRU\�� -RXUQDO RI 0DWKHPDWLFDO (FRQRPLFV� ��� �������

>��@ 1RUWK� '� ������� 6WUXFWXUH DQG &KDQJH LQ (FRQRPLF +LVWRU\� 1HZ <RUN� 1RUWRQ�

>��@ 2VWURP� (� ������� *RYHUQLQJ WKH &RPPRQV� 7KH (YROXWLRQ RI ,QVWLWXWLRQV RI &ROOHFWLYH
$FWLRQ� 7XFVRQ� 8QLYHUVLW\ RI $UL]RQD 3UHVV�

>��@ 2ZHQ� *� ������� *DPH 7KHRU\� 2UODQGR� )/� $FDGHPLF 3UHVV�

>��@ 3HOHJ� %� ������� $ *DPH 7KHRUHWLF $QDO\VLV RI 9RWLQJ LQ &RPPLWWHHV� &DPEULGJH
8QLYHUVLW\ 3UHVV� &DPEULGJH�
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>��@ 6KDQLQ� 7� ������� 7KH $ZNZDUG &ODVV� 2[IRUG� 2[IRUG 8QLYHUVLW\ 3UHVV�

>��@ 6KDSOH\� /� DQG 0� 6KXELN ������� ?2Q 0DUNHW *DPHV�� -RXUQDO RI (FRQRPLF 7KHRU\�
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>��@ 7RZQVHQG� 5� ������� ?7DNLQJ 7KHRU\ WR +LVWRU\�� PLPHR� 8QLYHUVLW\ RI &KLFDJR�

>��@ 7URRVW� .� ������� ?7KH )RUPXODWLRQ RI &RPPRQ 3URSHUW\ LQ &HQWUDO -DSDQ LQ WKH /DWH
0HGLHYDO 3HULRG� ����������� PDQXVFULSW�

>��@ :RRGHUV� 0� ������� ?(TXLOLEULD� WKH &RUH� DQG -XULVGLFWLRQ 6WUXFWXUHV LQ (FRQRPLHV
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