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3ULYDWH�,QGH[HV�LQ�$GYHUWLVLQJ�DQG�1RQ�7UDGHG�5(,7�9DOXDWLRQV

%\��'LYLVLRQ�5HJLVWUDWLRQ 6HFWLRQ 6WDII

>:H�DUH@�FRQFHUQHG�WKDW��DIWHU�D�OLIHWLPH�RI�DFFXPXODWHG�VDYLQJV��VHQLRU�LQYHVWRUV�PD\�
PHHW�WKH�ILQDQFLDO�DQG�ULVN�WKUHVKROG�UHTXLUHPHQWV�WR�LQYHVW�LQ�PRUH�FRPSOH[�ILQDQFLDO�
VHFXULWLHV�DQG�WKDW�EURNHU�GHDOHUV�PD\�EH�UHFRPPHQGLQJ�XQVXLWDEOH�WUDQVDFWLRQV�WR�
WKHVH�VHQLRU�LQYHVWRUV�RU�PD\�QRW EH�SURYLGLQJ�SURSHU�DQG�XQGHUVWDQGDEOH�GLVFORVXUHV�
UHJDUGLQJ�WKH�WHUPV�DQG�UHODWHG�ULVNV�RI�WKRVH�UHFRPPHQGHG�VHFXULWLHV��SDUWLFXODUO\�QRQ�
WUDGLWLRQDO�LQYHVWPHQWV�

1$7,21$/�6(1,25�,19(6725�,1,7,$7,9(� $ &225',1$7('�6(5,(6�2)�(;$0,1$7,216

7KH�6(&¶V�2IILFH�RI�&RPSOLDQFH�,QVSHFWLRQV�DQG�([DPLQDWLRQV�DQG�),15$

2XU�VHQLRUV�DUH�WRR�RIWHQ�WKH�RQHV�ZLWK�WKH�PRQH\�ZKHQ�LW�FRPHV�WR�3RQ]LV�DQG�RWKHU�
LQYHVWPHQW�VFKHPHV�LQ�2KLR��7KH�'LYLVLRQ�ZLOO�FRQWLQXH�ZRUNLQJ�KDUG�WR�PDNH�VXUH�WKRVH�
LQGLYLGXDOV�± ZKR�KDYH�ZRUNHG�D�OLIHWLPH�EXLOGLQJ�DVVHWV�DQG�ZHDOWK�IRU�WKHLU�IDPLOLHV�±
DUH�PDNLQJ�LQIRUPHG�LQYHVWPHQW�GHFLVLRQV�DQG�EHWWHU�SURWHFWHG�IURP�IUDXG�LQ�RXU�
PDUNHWV�

:25.,1*�72*(7+(5�72�3527(&7�2+,2$16

6KHU\O�0D[ILHOG
�������2KLR�6HFXULWLHV�%XOOHWLQ�

$Q�LPSRUWDQW�JRDO�RI�WKH�2KLR�'LYLVLRQ�RI�6HFXULWLHV�LV�SURWHFWLQJ�VHQLRU�LQYHVWRUV�IURP�ILQDQFLDO�
DEXVH�DQG�H[SORLWDWLRQ��$V�VXFK� WKH�2KLR�6HFXULWLHV�%XOOHWLQ UHJXODUO\�IHDWXUHV�DUWLFOHV�DERXW�
WKLV�LPSRUWDQW�VXEMHFW��UHFHQWO\�LQ�WKH��������LVVXH���WKH��������LVVXH� DQG�WKH��������LVVXH���
DQG�WKH�'LYLVLRQ�KDV�SULRULWL]HG�HGXFDWLRQDO�HIIRUWV�DW�VHQLRU�UHODWHG�HYHQWV��

2QH�DUHD�ZKHUH PDQ\��LQFOXGLQJ WKH�HOGHUO\� DUH�H[SORLWHG�LV�LQ�WKH�UHFRPPHQGDWLRQ�RI�
XQVXLWDEOH�LQYHVWPHQWV��6XLWDELOLW\�SUREOHPV�DULVH�ZKHUH�LOOLTXLG�VHFXULWLHV�DUH�VROG�WR�LQYHVWRUV�
ZLWK�VWURQJ�OLTXLGLW\ QHHGV��IRU�H[DPSOH��VHQLRUV�ZKR�QHHG�FDVK�WR�FRYHU�PHGLFDO�RU�ORQJ�WHUP�
KHDOWKFDUH�FRVWV��$V�ZH�KDYH�ZULWWHQ�DERXW�SUHYLRXVO\��QRQ�WUDGHG�UHDO�HVWDWH�LQYHVWPHQW�WUXVWV�
�QRQ�WUDGHG�5(,7V� DUH�³JHQHUDOO\�LOOLTXLG�LQYHVWPHQWV�ZLWK�OLPLWHG�DELOLW\�WR�UHGHHP�VKDUHV�´�

%URNHUV�KDYH�D�VWURQJ�ILQDQFLDO�LQFHQWLYH�WR�VHOO�WKHVH�SURGXFWV�DV�WKH\�SD\�EURNHUV�³VRPH�RI�WKH�
KLJKHVW�VHOOLQJ�FRPPLVVLRQV�RI�DQ\�LQYHVWPHQW�SURGXFW�DYDLODEOH�´� 7KH�6(&¶V�1DWLRQDO�6HQLRU�

ϭ �ƌŝĂŶ�WĞƚĞƌƐ͕�^ĞŶŝŽƌ�/ŶǀĞƐƚŽƌƐ͗�dŝƉƐ�ƚŽ�WƌŽƚĞĐƚ�dŚĞŵ͕�ĂŶĚ�zŽƵ͕ K,/K�^��hZ/d/�^��h>>͕͘ ϮϬϭϱ͗ϭ͕�Ăƚ�ϱ͘�
Ϯ :ĂƋƵĞůŝŶĞ�tŝůůŝĂŵƐ͕�WƌŽƚĞĐƚŝŶŐ�KŚŝŽ�^ĞŶŝŽƌƐ�ĨƌŽŵ�&ƌĂƵĚ͕�K,/K�^��hZ/d/�^��h>>͕͘�ϮϬϭϴ͗Ϯ͕�Ăƚ�ϭ͘
ϯ ^ŚĞƌǇů�DĂǆĨŝĞůĚ͕�tŽƌŬŝŶŐ�dŽŐĞƚŚĞƌ�ƚŽ�WƌŽƚĞĐƚ�KŚŝŽĂŶƐ͕�K,/K�^��hZ/d/�^��h>>͕͘�ϮϬϭϵ͗ϭ͕�Ăƚ�ϭ͘
ϰ ^ĞĐƵƌŝƚŝĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��ŽŵŵŝƐƐŝŽŶ͕�KĨĨŝĐĞ�ŽĨ��ŽŵƉůŝĂŶĐĞ�/ŶƐƉĞĐƚŝŽŶ ĂŶĚ�&/EZ�͕�EĂƚŝŽŶĂů�^ĞŶŝŽƌ�/ŶǀĞƐƚŽƌ�
/ŶŝƚŝĂƚŝǀĞ͕ ĂǀĂŝůĂďůĞ�Ăƚ ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐĞĐ͘ŐŽǀͬŽĐŝĞͬƌĞƉŽƌƚƐƉƵďƐͬƐĞĐͲĨŝŶƌĂͲŶĂƚŝŽŶĂůͲƐĞŶŝŽƌͲŝŶǀĞƐƚŽƌͲŝŶŝƚŝĂƚŝǀĞͲ
ƌĞƉŽƌƚ͘ƉĚĨ ;ůĂƐƚ�ǀŝƐŝƚĞĚ��Ɖƌŝů�Ϯ͕�ϮϬϮϬͿ͘�
ϱ KŚŝŽ��ŝǀŝƐŝŽŶ�ŽĨ�^ĞĐƵƌŝƚŝĞƐ͕�^ƵŝƚĂďŝůŝƚǇ�ZĞƋƵŝƌĞŵĞŶƚƐ�ŝŶ��ŝƌĞĐƚ�WĂƌƚŝĐŝƉĂƚŝŽŶ�WƌŽŐƌĂŵƐ͕�K,/K�^��hZ/d/�^��h>>͕͘�ϮϬϭϯ͗Ϯ͘
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,QYHVWRU�,QLWLDWLYH�QRWHG�QRQ�WUDGHG�5(,7V�DUH�DPRQJ�WKH�WRS�UHYHQXH�JHQHUDWLQJ��L�H��
FRPPLVVLRQ�JHQHUDWLQJ��VHFXULWLHV�VROG�WR�VHQLRU�LQYHVWRUV��

,Q�DGGLWLRQ�WR�OLTXLGLW\�FKDOOHQJHV��QRQ�WUDGHG�5(,7V�PD\�XQGHUSHUIRUP�WKHLU�WUDGHG�
FRXQWHUSDUWV��L�H�� OLVWHG�5(,7V�WUDGHG�RQ�QDWLRQDO�H[FKDQJHV��LQMHFWLQJ�DQRWKHU�VXLWDELOLW\�KXUGOH�
EURNHUV�QHHG�WR�SDVV�LQ�UHFRPPHQGLQJ�WKHVH�SURGXFWV��2QH�VWXG\�IHDWXUHG�LQ�WKH�6(&¶V�
$SSHQGL[�WR�LWV�UHFHQW�5HJXODWLRQ�%HVW�,QWHUHVW�ILQDO�UXOH�FRQFOXGHG ³>Q@RQ�WUDGHG�5(,7V�DUH�VR�
LQIHULRU�WR�WUDGHG�5(,7V�WKDW�QR�DGYLVRU�WDNLQJ�GXH�FDUH�FRXOG�GHYHORS�D�UHDVRQDEOH�EDVLV�IRU�
UHFRPPHQGLQJ�D�QRQ�WUDGHG�5(,7�´�

,Q�YLHZ�RI�WKH�IRUHJRLQJ�LOOLTXLGLW\�DQG�SHUIRUPDQFH�LVVXHV�FRXSOHG�ZLWK�WKH�IDFW�QRQ�WUDGHG�
5(,7V�DUH�SURDFWLYHO\�PDUNHWHG�DQG�VROG�WR�VHQLRUV��WKH�'LYLVLRQ�FORVHO\�VFUXWLQL]HV�SURGXFW�
DGYHUWLVLQJ�LQ�WKLV�VSDFH��,Q�SDUWLFXODU��WKH�'LYLVLRQ�KDV�TXHVWLRQHG�PDUNHWLQJ�DGYHUWLVLQJ QRQ�
WUDGHG�5(,7V�DV�IL[HG�LQFRPH�LQYHVWPHQWV�ZLWK�UHJXODU�GLVWULEXWLRQV�DQG OLWWOH�WR�QR�YRODWLOLW\��RU�
KDYLQJ�QR�FRUUHODWLRQ�WR�WKH�VWRFN�PDUNHW���7KH�'LYLVLRQ�KDV�DOVR�TXHVWLRQHG�DGYHUWLVLQJ
FODLPLQJ QRQ�WUDGHG�5(,7V�RXWSHUIRUP��RU�SHUIRUP�VLPLODUO\�WR��RWKHU�DVVHW�FODVVHV��VXFK�DV�WKH�
6	3������RU�ERQG�LQGH[HV��)RU�WKH�UHDVRQV�H[SODLQHG�EHORZ��WKH�'LYLVLRQ�REMHFWV�WR�DGYHUWLVLQJ�
WKDW�ZRXOG�WHQG�WR�PLVOHDG�LQYHVWRUV��HVSHFLDOO\�VHQLRUV��DERXW�QRQ�WUDGHG 5(,7�YDOXDWLRQV�DQG
SHUIRUPDQFH��

1RQ�7UDGHG�5(,7�9DOXDWLRQV
1RQ�WUDGHG�5(,7V�RIWHQ�DGYHUWLVH�WKHLU�QHW�DVVHW�YDOXHV��RU�1$9V��DV�KDYLQJ OLWWOH�RU�QR�YRODWLOLW\�
ZKHQ�FRPSDUHG�WR�RWKHU�DVVHW�FODVVHV��(VVHQWLDOO\��WKH�PHVVDJH�WKHVH�PDUNHWLQJ�SLHFHV�WU\�WR�
FRQYH\�LV QRQ�WUDGHG�5(,7V�DGG�SURWHFWLRQ�IURP�PDUNHW�YRODWLOLW\��,W�LV�LPSRUWDQW�IRU�LQYHVWRUV�WR�
XQGHUVWDQG�QRQ�WUDGHG�5(,7V�DUH�QRW�LPPXQH�WR�IDOORXW�IURP�PDUNHW�YRODWLOLW\�DQG�1$9V FDQ�EH
± DQG�RIWHQ�DUH ± YDVWO\�GLIIHUHQW�WKDQ�WKH�DPRXQW RI�PRQH\�LQYHVWRUV�UHFHLYH�LI�DQG�ZKHQ�WKH\�
VHOO�WKHLU�VKDUHV� ,QYHVWRUV�FRQVLGHULQJ�WKHVH�SURGXFWV�VKRXOG�NQRZ�
x 1RQ�WUDGHG�5(,7V�DUH LPSDFWHG�E\�PDUNHW�YRODWLOLW\

7KH�PDUNHW�YRODWLOLW\ ZH�DUH�FXUUHQWO\�H[SHULHQFLQJ�LV�KDYLQJ�D�GLUHFW�LPSDFW�RQ�QRQ�WUDGHG�
5(,7V� )RU�H[DPSOH��0RRG\�1DWLRQDO�5(,7�,,��,QF��� 3URFDFFLDQWL�+RWHO�5(,7��,QF�� � DQG�
,Q3RLQW�&RPPHUFLDO�5HDO�(VWDWH�,QFRPH��,QF��� KDYH DOO�UHFHQWO\ VXVSHQGHG WKHLU VKDUH
UHGHPSWLRQ SURJUDPV��PHDQLQJ�ILQDQFLDOO\�GLVWUHVVHG�LQYHVWRUV�ZLOO�EH�XQDEOH�WR OLTXLGDWH�
WKHLU�VKDUHV�WR�OHYHUDJH�WKRVH�DVVHWV��

x 1$9V GR�QRW�DOZD\V�KROG�XS�ZKHQ�5(,7V�DUH�SXEOLFO\�OLVWHG
(YHQ�LQ�OHVV�YRODWLOH�PDUNHWV�ZKHUH�QRQ�WUDGHG�5(,7V�DUH�VXFFHVVIXOO\�FRQYHUWLQJ�WR�SXEOLF�
OLVWLQJV��1$9�PD\�EH�PLVOHDGLQJ��7KHUH DUH�PDQ\�H[DPSOHV�RI�QRQ�WUDGHG�5(,7V�ZKRVH�

ϲ ^ĞĐƵƌŝƚŝĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��ŽŵŵŝƐƐŝŽŶ͕�ƐƵƉƌĂ�ĨŽŽƚŶŽƚĞ�ϰ͖�ƐĞĞ ĂůƐŽ͕ WĂƵů�:͘�^ĞŐƵŝŶ͕�dŚĞ�ZĞůĂƚŝǀĞ�sĂůƵĞ�ŽĨ�WƵďůŝĐ�EŽŶͲ
>ŝƐƚĞĚ�Z�/dƐ͕ :͘ K&�Z��>��^d�d��Z�^͕͘�sŽů�ϯϴ;ϭͿ�ϱϵ͕�Ăƚ�ϴϳ͘�;ŽƉŝŶŝŶŐ ƚŚĞ�͞ŽŶůǇ�ƉůĂƵƐŝďůĞ�ĞǆƉůĂŶĂƚŝŽŶ�΀ĨŽƌ�ƚŚĞ�ƐĂůĞ�ŽĨ�ŵŽƐƚ�
ŶŽŶͲƚƌĂĚĞĚ�Z�/dƐ�ŝƐ΁�ƚŚĞ�ŚŝŐŚ�ĨƌŽŶƚͲĞŶĚ�ĐŽŵŵŝƐƐŝŽŶƐ�Žƌ�ƌĞƚƵƌŶƐͲƚŽͲĚĞĂůĞƌ�ĂƌĞ�ƐƵĨĨŝĐŝĞŶƚ�ĨŽƌ�ďƌŽŬĞƌ�ĚĞĂůĞƌƐ�ƚŽ�ƐĞůů�Žƌ�
͚ƉƵƐŚ͛�ƚŚĞƐĞ�ŝŶǀĞƐƚŵĞŶƚƐ�ŽŶ�ƚŚĞ�ŝŶǀĞƐƚŝŶŐ�ƉƵďůŝĐ͟Ϳ͘
ϳ �ƌĂŝŐ�DĐ�ĂŶŶ͕�&ŝĚƵĐŝĂƌǇ��ƵƚǇ�ĂŶĚ�EŽŶͲdƌĂĚĞĚ�Z�/dƐ͕�/Es�^dD�Ed^��E��t��>d,�DKE/dKZ͕�:ƵůǇͬ�ƵŐ͘�ϮϬϭϱ͕�Ăƚ�ϯϵ͕�
ĂǀĂŝůĂďůĞ�Ăƚ�ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐůĐŐ͘ĐŽŵͬƉĚĨͬǁŽƌŬŝŶŐƉĂƉĞƌƐͬ&ŝĚƵĐŝĂƌǇйϮϬĚƵƚǇйϮϬĂŶĚйϮϬEŽŶͲƚƌĂĚĞĚйϮϬZ�/dƐ͘ƉĚĨ͖�
^ĞĐƵƌŝƚŝĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��ŽŵŵŝƐƐŝŽŶ͕ ZĞŐƵůĂƚŝŽŶ��ĞƐƚ�/ŶƚĞƌĞƐƚ͗�dŚĞ��ƌŽŬĞƌͲ�ĞĂůĞƌ�^ƚĂŶĚĂƌĚ�ŽĨ��ŽŶĚƵĐƚ͕�ϴϰ�&ĞĚ�ZĞŐ�
ϯϯ͕ϯϭϴ͕ ϯϯ͕ϰϯϭ Ŷ͘�ϭϭϭϮ ;:ƵůǇ�ϭϮ͕�ϮϬϭϵͿ�;ĐŽĚŝĨŝĞĚ�Ăƚ�ϭϳ��͘&͘Z͘�Wƚ͘�ϮϰϬͿ͖�
ϴ DŽŽĚǇ�EĂƚŝŽŶĂů�Z�/d�//͕�/ŶĐ͘�^ƵƉƉůĞŵĞŶƚ�EŽ͘�ϵ�ƚŽ�ƚŚĞ�WƌŽƐƉĞĐƚƵƐ�;&Žƌŵ�ϰϮϰďϯͿ�;DĂƌĐŚ�Ϯϱ͕�ϮϬϮϬͿ͕�ĂǀĂŝůĂďůĞ Ăƚ
ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐĞĐ͘ŐŽǀͬ�ƌĐŚŝǀĞƐͬĞĚŐĂƌͬĚĂƚĂͬϭϲϭϱϮϮϮͬϬϬϬϭϯϴϳϭϯϭϮϬϬϬϯϮϯϭͬŵŶƌƚŝŝͲϰϮϰďϯͺϬϯϮϱϮϬ͘Śƚŵ͘
ϵ WƌŽĐĂĐĐŝĂŶƚŝ�,ŽƚĞů�Z�/d�/ŶĐ͕͘ ^ƵƉƉůĞŵĞŶƚ�EŽ͘�ϵ�ƚŽ�ƚŚĞ�WƌŽƐƉĞĐƚƵƐ ;&Žƌŵ�ϰϮϰďϯͿ�;DĂƌĐŚ�ϮϬ͕�ϮϬϮϬͿ͕�ĂǀĂŝůĂďůĞ�Ăƚ�
ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐĞĐ͘ŐŽǀͬ�ƌĐŚŝǀĞƐͬĞĚŐĂƌͬĚĂƚĂͬϭϲϵϮϯϰϱͬϬϬϬϭϭϬϰϲϱϵϮϬϬϯϲϵϭϬͬƚŵϮϬϭϮϵϴϱĚϭͺϰϮϰďϯ͘Śƚŵ͘
ϭϬ /ŶWŽŝŶƚ��ŽŵŵĞƌĐŝĂů�ZĞĂů��ƐƚĂƚĞ�/ŶĐŽŵĞ͕�/ŶĐ͕͘�^ƵƉƉůĞŵĞŶƚ�EŽ͘�ϭϯ�ƚŽ�ƚŚĞ�WƌŽƐƉĞĐƚƵƐ�;&Žƌŵ�ϰϮϰďϯͿ�;DĂƌĐŚ�Ϯϳ͕�
ϮϬϮϬͿ͕�ĂǀĂŝůĂďůĞ�Ăƚ ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐĞĐ͘ŐŽǀͬ�ƌĐŚŝǀĞƐͬĞĚŐĂƌͬĚĂƚĂͬϭϲϵϬϬϭϮͬϬϬϬϭϱϲϰϱϵϬϮϬϬϭϯϯϰϭͬĐŬϬϬϬϭϲϵϬϬϭϮͲ
ϰϮϰďϯ͘Śƚŵ͘
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VKDUH�SULFHV�FUDVK�XSRQ�EHLQJ�SXEOLFO\�OLVWHG��)RU�H[DPSOH��FRQVLGHU�WKH H[DPSOH�RI�
$PHULFDQ�)LQDQFH�7UXVW��,QF���$),1���D�QRQ�WUDGHG�5(,7�OLVWHG�RQ�WKH�1$6'$4�*OREDO�6HOHFW�
0DUNHW��%HIRUH�OLVWLQJ��$),1�YDOXHG�LWV�HVWLPDWHG�YDOXH�SHU�VKDUH�EDVHG�RQ�1$9�DW���������
)ROORZLQJ�WKH�ILUVW�GD\�RI�WUDGLQJ��WKH�PDUNHW�SULFHG�WKH�VKDUHV�DW������D�VLQJOH�GD\�GURS�RI�
RYHU�������

x 1RQ�WUDGHG�5(,7�YDOXDWLRQV�GR�QRW�GLVSOD\�D�³OLTXLGDWLRQ�GLVFRXQW´
,Q�HIILFLHQW�PDUNHWV��QRQ�WUDGHG�5(,7V�ZRXOG�EH�H[SHFWHG�WR�ORZHU�RU�GLVFRXQW�WKHLU VKDUH�
SULFHV DV�FRPSDUHG�WR�WKHLU�OLVWHG�FRXQWHUSDUWV��ZKLFK�FDQ�EH�OLTXLGDWHG�DW�DQ\�WLPH��2QH�
VWXG\ HVWLPDWHG WKLV�GLIIHUHQFH�VKRXOG UHIOHFW D���� WR���� SULFLQJ�GLVFRXQW��� 1RQ�WUDGHG�
5(,7V�GR�QRW�GLVSOD\�WKLV�GLVFRXQW��

x 1$9�PD\�QRW�LQFRUSRUDWH�DOO�IHHV
1RQ�WUDGHG�5(,7V�SD\�VXEVWDQWLDO�IHHV�LQFOXGLQJ�XSIURQW�IHHV��GHDOHU�PDQDJHU�IHHV��LQFHQWLYH�
IHHV��OLTXLGDWLRQ�IHHV��VWRFNKROGHU�VHUYLFLQJ�IHHV��DQG�VXEVWDQWLDO�RQJRLQJ�IHHV�WKHUHDIWHU���

0DQ\�RI�WKHVH�IHHV�DUH�QRW�LQFRUSRUDWHG�LQWR�WKH�1$9�FDOFXODWLRQ��
x 1$9�LV�WDLQWHG�E\�DGYLVRU¶V�YDOXDWLRQ�GHWHUPLQDWLRQ

1RQ�WUDGHG�5(,7�DGYLVRUV�IDFH�D�FRQIOLFW�RI�LQWHUHVW�E\�HDUQLQJ�D�PDQDJHPHQW�IHH�EDVHG�
XSRQ�WKH�YDOXDWLRQ�RI�DVVHWV��7KLV�LV�SUREOHPDWLF�DV�WKHVH�DGYLVRUV�DUH�WKH�VDPH�SDUWLHV
UHVSRQVLEOH�IRU�FDOFXODWLQJ�WKH�5(,7¶V�1$9��

3ULYDWH�,QGH[HV�DQG�WKHLU�XVH�E\�QRQ�WUDGHG�5(,7V�
,Q�UHFHQW�\HDUV��QRQ�WUDGHG�5(,7�VSRQVRUV�KDYH�WXUQHG�WR�SULYDWH�LQGH[HV RI�QRQ�WUDGHG�5(,7�
UHWXUQV WR�SURPRWH�WKHLU�SHUIRUPDQFH��7KH�WZR�PRVW�FRPPRQ�LQGH[HV DUH�SXEOLVKHG�E\�WKH�
1DWLRQDO�&RXQFLO�RI�5HDO�(VWDWH�,QYHVWPHQW�)LGXFLDULHV��³1&5(,)´����DQG�WKH�6WDQJHU 5HWXUQ
,QGH[HV��� %RWK�FRPSLOH�WKH�SHUIRUPDQFH�RI�QRQ�WUDGHG�5(,7V��W\SLFDOO\�E\�FRPELQLQJ�1$9�SULFH�
DSSUHFLDWLRQ�DQG�GLVWULEXWLRQV�FDVK�IORZ�\LHOG��7KH�VSRQVRUV�RI�QRQ�WUDGHG�5(,7V�XVH�WKHVH�
LQGH[HV�WR DGYHUWLVH�QRQ�WUDGHG�5(,7V�DV�RXWSHUIRUPLQJ�RWKHU�DVVHW�FODVVHV��,QYHVWRUV VKRXOG�
NQRZ�
x 1RQ�WUDGHG�5(,7V�KDYH�KLVWRULFDOO\�XQGHUSHUIRUPHG�WKHLU�WUDGHG�FRXQWHUSDUWV

,Q�WKH�6HFXULWLHV�/LWLJDWLRQ�	�&RQVXOWLQJ�*URXS�VWXG\��UHVHDUFKHUV�IRXQG�LQYHVWRUV�³ZRXOG�
KDYH�KDG�����PRUH�ZHDOWK�KDG�WKH\�LQYHVWHG�LQ�D�GLYHUVLILHG�SRUWIROLR�RI�WUDGHG�5(,7V�
LQVWHDG�RI�WKH�«�QRQ�WUDGHG�5(,7V�´�� 7KH UHVHDUFKHUV DWWULEXWH�WKLV�WR�WKH�KLJK�XSIURQW�IHHV�

ϭϭ WƌĞƐƐ�ZĞůĞĂƐĞ͕��ŵĞƌŝĐĂŶ�&ŝŶĂŶĐĞ�dƌƵƐƚ͕�ϮϬϭϴ͕ �ŵĞƌŝĐĂŶ�&ŝŶĂŶĐĞ�dƌƵƐƚ�^ƵĐĐĞƐƐĨƵůůǇ��ŽŵƉůĞƚĞƐ�&ŝƌƐƚ��ĂǇ�ŽĨ�dƌĂĚŝŶŐ�
KŶ�EĂƐĚĂƋ ;:ƵůǇ�ϭϵ͕�ϮϬϭϴͿ͘
ϭϮ ^ĞŐƵŝŶ͕�ƐƵƉƌĂ�ĨŽŽƚŶŽƚĞ�ϳ�Ăƚ�ϴϱ͘
ϭϯ �ŽŚũĂůŝĂŶ͕�dŚĞ�dƌƵƚŚ��ďŽƵƚ�EŽŶͲdƌĂĚĞĚ�Z�/dƐ͕��K,�E�Θ ^d��Z^�/E^/',d͕�EŽǀĞŵďĞƌ�ϮϬϭϴ͕�ĂǀĂŝůĂďůĞ�Ăƚ
ŚƚƚƉƐ͗ͬͬĂƐƐĞƚƐ͘ĐŽŚĞŶĂŶĚƐƚĞĞƌƐ͘ĐŽŵͬĂƐƐĞƚƐͬĐŽŶƚĞŶƚͬƌĞƐŽƵƌĐĞƐͬŝŶƐŝŐŚƚͬ��ϮϬϰϵͺdƌƵƚŚ�ďŽƵƚEŽŶͲdƌĂĚĞĚZ�/dƐ͘ƉĚĨ Ăƚ�
Ϯ�;ƐƚĂƚŝŶŐ�ƚŚĂƚ�͞΀Ɛ΁ŽŵĞ�EdZƐ�ŶŽǁ�ŽĨĨĞƌ�ƐŚĂƌĞ�ĐůĂƐƐĞƐ�ǁŝƚŚ�ůŽǁ�Žƌ�ŶŽ�ƵƉͲĨƌŽŶƚ�ƐĂůĞƐ�ĐŚĂƌŐĞƐ͘�,ŽǁĞǀĞƌ͕�ƌĞĐƵƌƌŝŶŐ�ĨĞĞƐ�
ĂƌĞ�Ɛƚŝůů�ƐŝŐŶŝĨŝĐĂŶƚůǇ�ŚŝŐŚĞƌ�ƚŚĂŶ�ƚŚŽƐĞ�ŽĨ�ŵŽƐƚ�ĂĐƚŝǀĞ�Z�/d�ŵĂŶĂŐĞƌƐ͕�ŐĞŶĞƌĂůůǇ�Ϯ͘ϳϱй�ƵŶƚŝů�Ă�ŵĂǆŝŵƵŵ�ƚŽƚĂů�
ƐĞƌǀŝĐŝŶŐ�ĨĞĞ�ŝƐ�ĂĐŚŝĞǀĞĚ͘�EdZ�ĂĚǀŝƐĞƌƐ�ǁŝůů�ĂůƐŽ�ŐĞŶĞƌĂůůǇ�ƚĂŬĞ�Ă�ƉƌŽŵŽƚĞĚ�ŝŶƚĞƌĞƐƚ�ŽĨ�ĂƌŽƵŶĚ�ϭϬʹϭϱй�ŽŶĐĞ�ƚŚĞ�
ůĞǀĞƌĂŐĞĚ�ƌĞƚƵƌŶ�ĞǆĐĞĞĚƐ�Ă�ƐƉĞĐŝĨŝĞĚ�ƚŚƌĞƐŚŽůĚ͕�ƵƐƵĂůůǇ�ϱʹϳй͘��Ǉ�ĐŽŶƚƌĂƐƚ͕�ƚŚĞ�ƚǇƉŝĐĂů�ƚŽƚĂů�ĞǆƉĞŶƐĞ�ƌĂƚŝŽ�ĨŽƌ�ĂŶ�
ĂĐƚŝǀĞůǇ�ŵĂŶĂŐĞĚ�h͘^͘�Z�/d�ŵƵƚƵĂů�ĨƵŶĚ�ŝƐ�ũƵƐƚ�ϭ͘ϭϱй͘͟Ϳ͘
ϭϰ E�Z�/&�ƐĞĞŬƐ�ƚŽ�ĐĂůĐƵůĂƚĞ�ƚŚĞ�ƚŽƚĂů�ƌĞƚƵƌŶ�ĨŽƌ�ƉƌŝǀĂƚĞ�ƌĞĂů�ĞƐƚĂƚĞ͕�ǁŚĞƌĞ�͞ƌĞƚƵƌŶ͟ ŝŶĐůƵĚĞƐ�ďŽƚŚ�ŝŶĐŽŵĞ�;ŝ͘Ğ͘�ĐĂƐŚ�
ĨůŽǁ�ǇŝĞůĚͿ�ĂŶĚ�ƉƌŝĐĞ�ĂƉƉƌĞĐŝĂƚŝŽŶͬĚĞƉƌĞĐŝĂƚŝŽŶ�ŽĨ�ƌĞĂů�ĞƐƚĂƚĞ�ĂƐƐĞƚƐ͘�^ĞĞ͕�Ğ͘Ő͕͘��ĂƚĂ�WƌŽĚƵĐƚƐ͕ E�d/KE�>��KE&�Z�E���
K&�Z��>��^d�d��/Es�^dD�Ed�&/�h�/�Z/�^͕�ŚƚƚƉƐ͗ͬͬǁǁǁ͘ŶĐƌĞŝĨ͘ŽƌŐͬĚĂƚĂͲƉƌŽĚƵĐƚƐͬ ;ůĂƐƚ�ǀŝƐŝƚĞĚ��Ɖƌ͘�Ϯ͕�ϮϬϮϬͿ͘�
ϭϱ dŚĞ�^ƚĂŶŐĞƌ�>ŝĨĞĐǇĐůĞ�Z�/d�dŽƚĂů�ZĞƚƵƌŶ�/ŶĚĞǆ�ĂŶĚ�dŚĞ�^ƚĂŶŐĞƌ���� dŽƚĂů�ZĞƚƵƌŶ�/ŶĚĞǆ�ŵĞĂƐƵƌĞ�ŽǀĞƌĂůů�ŝŶĚƵƐƚƌǇ�
ƉĞƌĨŽƌŵĂŶĐĞƐ�ŽŶ�Ă�ƋƵĂƌƚĞƌůǇ�ďĂƐŝƐ͘� WƵďůŝĐĂƚŝŽŶƐ͕�^d�E'�Z�/Es�^dD�Ed���E</E'͕�
ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƌĂƐƚĂŶŐĞƌ͘ĐŽŵͬƉƵďůŝĐĂƚŝŽŶƐͬ ;ůĂƐƚ�ǀŝƐŝƚĞĚ��Ɖƌ͘ Ϯ͕�ϮϬϮϬͿ͘
ϭϲ�ƌŝĂŶ�,ĞŶĚĞƌƐŽŶ͕�Ğƚ�Ăů͕͘��Ŷ��ŵƉŝƌŝĐĂů��ŶĂůǇƐŝƐ�ŽĨ�EŽŶͲdƌĂĚĞĚ�Z�/dƐ͕�d,��:͘ K&�t��>d,�D'Dd͕͘�^ƵŵŵĞƌ ϮϬϭϲ͕�Ăƚ�ϯϵ͕�
ĂǀĂŝůĂďůĞ�Ăƚ�ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐůĐŐ͘ĐŽŵͬƉĚĨͬǁŽƌŬŝŶŐƉĂƉĞƌƐͬ,ĞŶĚĞƌƐŽŶйϮϬDĂůůĞƚƚйϮϬDĐ�ĂŶŶйϮϬŶŽŶͲ
ƚƌĂĚĞĚйϮϬZ�/dƐ͘ƉĚĨ͘�
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DQG�H[SHQVHV�DQG�VLJQLILFDQW�FRQIOLFWV�RI�LQWHUHVW��ZKLFK�DUH�QRW�DGHTXDWHO\�IDFWRUHG�LQWR�
SULYDWH�LQGH[�DQDO\VHV��

x ,QYHVWRUV�GR�QRW�KDYH�DFFHVV�WR�WKH�XQGHUO\LQJ�GDWD
7KHVH�LQGH[HV DUH�SULYDWH DQG WKH�DQDO\WLFDO�WRROV�DQG�FRPSXWDWLRQDO�IRUPXODV�DUH�³DYDLODEOH�
WR�«�PHPEHUV�RQO\�´�� $V�LQYHVWRUV�GR�QRW�KDYH�DFFHVV�WR�WKH�XQGHUO\LQJ�GDWD��WKH\�GR�QRW�
KDYH�WKH�RSSRUWXQLW\�WR�UHVHDUFK�RU�DQDO\]H�KRZ�WKHVH�ILJXUHV�DUH�FRPSXWHG��7KLV�LV�
HVSHFLDOO\�WURXEOLQJ�DV�³QRQ�WUDGHG�5(,7V�RQ�WKH�RWKHU�KDQG�DUH�LOOLTXLG��PDNLQJ�WKH�GDWD�
JDWKHULQJ�UHTXLUHG�IRU�HPSLULFDO�UHVHDUFK�H[WUHPHO\�WLPH�FRQVXPLQJ�´���

x ,QGH[HV PD\�GLVSOD\�DQ�³DSSUDLVDO�ODJ´�
$Q�LQGXVWU\�FRQVXOWDQW�DOVR�REVHUYHG�WKH�XQLTXH�SKHQRPHQRQ�RI�³DSSUDLVDO�ODJ´ ZKHQ�
YLHZLQJ�QRQ�WUDGHG�5(,7�UHVXOWV�IURP�WKHVH�LQGH[HV LQ�WDQGHP�ZLWK�OLVWHG�5(,7�UHWXUQV� $V�
KH�QRWHV��³WRGD\¶V�>OLVWHG@�5(,7�UHWXUQV�IRUHWHOO�WKH�1&5(,)�UHWXUQV�WKDW�ZLOO�EH�UHJLVWHUHG�
URXJKO\����PRQWKV�IURP�QRZ�´��

x 'LVWULEXWLRQV�DUH�RIWHQ�IXQGHG�IURP�VRXUFHV�RWKHU�WKDQ�FDVK�IORZ
3ULYDWH�LQGH[HV UHSRUW�WKH�³UHWXUQ´�RI�QRQ�WUDGHG�5(,7V�DV�D�FRPELQDWLRQ�RI�FDVK�IORZ�\LHOG�
DQG�SULFH�DSSUHFLDWLRQ��1RQ�WUDGHG�5(,7V�GLVWULEXWH�FDVK�IORZ�WKURXJK�GLVWULEXWLRQV��EXW�WKHVH�
GLVWULEXWLRQV�FRPH�IURP�VRXUFHV�RWKHU�WKDQ�RSHUDWLRQV��2QH�PDMRU�GLVWULEXWLRQ�VRXUFH�LV�D�
UHWXUQ�RI�FDSLWDO��ZKLFK�LV�VLPSO\�JLYLQJ�LQYHVWRUV�D�SRUWLRQ�RI�WKHLU�PRQH\�EDFN��$V�WKH�6(&�
ZURWH��³>Q@RQ�WUDGHG 5(,7V PD\ XVH RIIHULQJ SURFHHGV� ZKLFK LQFOXGHV WKH PRQH\ \RX
LQYHVWHG� DQG ERUURZLQJV WR SD\ GLVWULEXWLRQV� 7KLV SUDFWLFH UHGXFHV WKH YDOXH RI WKH VKDUHV
DQG UHGXFHV WKH FDVK DYDLODEOH WR WKH 5(,7 WR SXUFKDVH UHDO HVWDWH DVVHWV�´��

x ,QGLUHFW�IRUHFDVW�SHUIRUPDQFH
7KHVH�FODLPV�LQGLUHFWO\�IRUHFDVW�JUHDWHU�UHWXUQ�DQG�UHGXFHG�YRODWLOLW\�ULVN��VRPHWLPHV�ZLWK�
K\SRWKHWLFDO�SRUWIROLRV� UHVXOWLQJ�IURP�D�VLJQLILFDQW�GLUHFW�LQYHVWPHQW�LQ�WKH�,VVXHU��7KHUH�FDQ�
EH�QR�DVVXUDQFH LQYHVWRUV�ZLOO�UHFHLYH�WKH�UHWXUQV�DVVXPHG�E\�HLWKHU�WKH�IL[HG�LQFRPH�DQG�
HTXLWLHV�DOORFDWLRQ RU DQ�LQYHVWPHQW�LQ�WKH�,VVXHU�ZLOO�SHUIRUP�VLPLODUO\�WR�DQ LQGH[�

x )DXOW\ DSSOH�WR�RUDQJH�FRPSDULVRQV
7KH�LQGH[HV UHO\�RQ�KLVWRULFDO� VHOI�UHSRUWHG�ILJXUHV� 7KH�SUREOHP�LV KLVWRULFDO�GDWD�IRU�
HVWDEOLVKHG�UHSRUWHUV�RI�DVVHW�YDOXHV OLNHO\�LV�LUUHOHYDQW LQ�SUHGLFWLQJ�WKH�SHUIRUPDQFH�RI�DQ�
LVVXHU ZLWK�OLWWOH�WR QR�RSHUDWLQJ�KLVWRU\� 7KDW�LV�HVSHFLDOO\�WUXH�ZKHUH�WKH�KLVWRULFDO�GDWD�
LQYROYHV�D ZKROO\�GLIIHUHQW�W\SH�RI�UHDO�HVWDWH��IRU�H[DPSOH��WKH�VFHQDULR�ZKHUH�D�QRQ�WUDGHG�
5(,7�LQYHVWHG�LQ�D�³QLFKH´�SRUWIROLR�RI�VHQLRU�RU�VWXGHQW�KRXVLQJ�LQDSSURSULDWHO\�UHOLHV�RQ�
LQGH[�GDWD�LQYROYLQJ�KRWHO�DQG�UHVRUW�SURSHUWLHV� :KLOH�WKH�LVVXHU�PD\�QRWH�WKHVH�
FRQWUDGLFWLRQV�LQ�IRRWQRWH�GLVFORVXUH WR�FRPSO\�ZLWK ),15$�5XOH�������� LW�LV�WKH�IDYRUDEOH�
YDOXDWLRQ�DQG�QRW�WKH�GLVFODLPHU�WKDW�LV�WRXWHG�WR�WKH�LQYHVWRU� 6RPH�FRPSDULVRQV�KDYH�WRR�
PDQ\�RU�VLJQLILFDQW�GLIIHUHQFHV�WR�EH�VROYHG�E\�IRRWQRWH�GLVFORVXUH�DQG�PXVW�EH�UHPRYHG�

&RQFOXVLRQ
7KH�'LYLVLRQ�KDV�REMHFWHG��DQG�ZLOO�OLNHO\�FRQWLQXH�WR�REMHFW��WR�WKH�XVH�RI�SULYDWH�LQGLFHV�LQ�
LQYHVWRU�RU�UHWDLO�XVH�VDOHV�OLWHUDWXUH�EHFDXVH VXFK�FODLPV�WHQG�WR�GHFHLYH�LQYHVWRUV��,QYHVWRUV�
VKRXOG�EH�VNHSWLFDO�DERXW�FODLPV�QRQ�WUDGHG�5(,7V�KDYH�QR�RU�OLPLWHG�YRODWLOLW\�DQG�VKRXOG�
UHPHPEHU UHGHPSWLRQ�SURJUDPV�DUH�XOWLPDWHO\�DW�WKH�GLVFUHWLRQ�RI�WKH�%RDUGV�RI�QRQ�WUDGHG�

ϭϳ �ĂƚĂ�WƌŽĚƵĐƚƐ͕�ƐƵƉƌĂ ĨŽŽƚŶŽƚĞ�ϭϰ͘
ϭϴ DĐ�ĂŶŶ͕�ƐƵƉƌĂ ĨŽŽƚŶŽƚĞϳ͘��
ϭϵ WĞƚĞ�>ŝŶŶĞŵĂŶ͕�dŚĞ�ZĞƚƵƌŶ�ŽĨ�WƵďůŝĐůǇ�ĂŶĚ�WƌŝǀĂƚĞůǇ�KǁŶĞĚ�ZĞĂů��ƐƚĂƚĞ͕�t,�ZdKE Z��> �^d͘ Z�s͕͘�&Ăůů�ϮϬϬϰ͕ Ăƚ�ϵ͕
ĂǀĂŝůĂďůĞ�Ăƚ ŚƚƚƉ͗ͬͬƌĞĂůĞƐƚĂƚĞ͘ǁŚĂƌƚŽŶ͘ƵƉĞŶŶ͘ĞĚƵͬǁƉͲĐŽŶƚĞŶƚͬƵƉůŽĂĚƐͬϮϬϭϳͬϬϯͬϰϵϯ͘ƉĚĨ͘
ϮϬ h͘^͘�^ĞĐƵƌŝƚŝĞƐ�ĂŶĚ��ǆĐŚĂŶŐĞ��ŽŵŵŝƐƐŝŽŶ͕�/ŶǀĞƐƚŽƌ��ƵůůĞƚŝŶ͗�EŽŶͲdƌĂĚĞĚ�Z�/dƐ͕��ƵŐƵƐƚ�ϯϭ͕�ϮϬϭϱ͕�
ŚƚƚƉƐ͗ͬͬǁǁǁ͘ƐĞĐ͘ŐŽǀͬŽŝĞĂͬŝŶǀĞƐƚŽƌͲĂůĞƌƚƐͲďƵůůĞƚŝŶƐͬŝďͺŶŽŶƚƌĂĚĞĚƌĞŝƚƐ͘Śƚŵů͘
Ϯϭ &/EZ��ƌƵůĞ�ƌĞƋƵŝƌĞƐ�ĐŽŵƉĂƌŝƐŽŶƐ�ƚŽ�͞ĚŝƐĐůŽƐĞ�Ăůů�ŵĂƚĞƌŝĂů�ĚŝĨĨĞƌĞŶĐĞƐ�ďĞƚǁĞĞŶ�ŝŶǀĞƐƚŵĞŶƚƐ͘͟�Ͳ&/EZ��ZƵůĞ�
ϮϮϭϬ;ĚͿ;ϮͿ ;�ŽŵŵƵŶŝĐĂƚŝŽŶƐ�ǁŝƚŚ�ƚŚĞ�WƵďůŝĐͿ͘�
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5(,7V���$V�LV�EHLQJ�REVHUYHG�QRZ��SURJUDPV�ZLOO VXVSHQG VKDUH�UHGHPSWLRQ�SODQV�GXULQJ�
SHULRGV�RI�ORVV�RU�H[WUHPH�YRODWLOLW\���,QGHHG��QHDUO\�DOO�'LUHFW�3DUWLFLSDWLRQ�3URJUDPV��ZKLFK�
LQFOXGH�QRQ�WUDGHG�5(,7V��LQYROYH�

³VXEVWDQWLDO�ULVNV��LQFOXGLQJ�VHYHUH�UHVWULFWLRQV�RQ�OLTXLGLW\�WKDW�PD\�ORFN�LQ�LQYHVWRUV�
LQGHILQLWHO\��FRPSOLFDWHG�FRUSRUDWH�VWUXFWXUHV�WKDW�SRVH�SRWHQWLDO�FRQIOLFWV�RI�LQWHUHVW�IRU�
PDQDJHPHQW��XSIURQW�IHHV�DQG�H[SHQVHV�« VXEVWDQWLDO�RQJRLQJ�IHHV�WKHUHDIWHU��
OHYHUDJH�UDWLRV�WKDW�PD\�H[FHHG������RI�QHW�DVVHWV��DQG�GLVWULEXWLRQV�WR�VKDUHKROGHUV�
SDLG�IURP�ERUURZLQJV�RU�D�UHWXUQ�RI�WKH�VKDUHKROGHU¶V�LQYHVWPHQW�DIWHU�GHGXFWLQJ�IHHV�
SDLG�WR�LQVLGHUV�´��

7KH�'LYLVLRQ�XUJHV�LQYHVWRUV�WR�DSSURDFK�WKHVH�LQYHVWPHQWV�ZLWK�FDXWLRQ��,I�\RX�KDYH�VSHFLILF�
TXHVWLRQV�UHJDUGLQJ�DQ\�RI�WKH�WRSLFV�GLVFXVVHG�LQ�WKLV�DUWLFOH��SOHDVH�FRQWDFW�WKH�5HJLVWUDWLRQ�
6HFWLRQ�DW��������������

9LVLW�RXU�:HEVLWH

ϮϮ KŚŝŽ��ŝǀŝƐŝŽŶ�ŽĨ�^ĞĐƵƌŝƚŝĞƐ͕�ƐƵƉƌĂ ĨŽŽƚŶŽƚĞ�ϱ͘�


