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7KH# SXUSRVH# RI# D# SHQVLRQ# SODQ# LV# WR# SURYLGH
UHWLUHPHQW#LQFRPH#VHFXULW\#IRU#WKH#UHPDLQLQJ#OLIH
RI#WKH#SODQ#PHPEHU1##,Q#VKRUW=

7R#HOLPLQDWH# WKH#ULVN# WKDW# WKH#SHQVLRQHU#RXWOLYHV
KLV2KHU#UHVRXUFHV1

$# SHQVLRQ# SODQ# LV# QRW# LQWHQGHG# WR# SURYLGH# WKH
UHVRXUFHV# IRU# SHRSOH# WR# JR# RQ# D# ZRUOG# FUXLVH
ZKHQ# WKH\# UHWLUH# RU# HYHQ# QHFHVVDULO\# WR# SD\# RII
WKHLU#PRUWJDJH1##,QVWHDG#LWV#SXUSRVH#LV#WR#SURYLGH
WKHP#ZLWK#WKH#PHDQV#E\#ZKLFK#WKH\#FDQ#PDLQWDLQ
D#UHDVRQDEOH#OLYLQJ#VWDQGDUG#DIWHU#WKH\#UHWLUH/#DQG
VR#DYRLG# WKH#QHHG# WR#IDOO#EDFN#RQ# WKH#VWDWH#RU#RQ
RWKHU#SHRSOH#LQ#WKHLU#ILQDO#\HDUV1

0RVW# SHQVLRQ# SODQV# EHLQJ# VHW# XS# DURXQG# WKH
ZRUOG# WRGD\# DUH# IXQGHG# GHILQHG# FRQWULEXWLRQ
SHQVLRQ#SODQV1##7KH#FRQWULEXWLRQV#DUH#LQYHVWHG#LQ
VWRFN#PDUNHWV# DURXQG# WKH# ZRUOG# DQG# D# IXQG# LV
DFFXPXODWHG1#:KHQ# WKH#SODQ#PHPEHU# UHWLUHV/#KH
RIWHQ# KDV# WR# XVH# WKH# SURFHHGV# IURP# WKH# SHQVLRQ
IXQG#WR#SXUFKDVH#D#OLIH#DQQXLW\1

'(),1,7,21#2)#$#/,)(#$118,7<

:KDW#LV#D#OLIH#DQQXLW\"

,W# LV# D# ILQDQFLDO# FRQWUDFW# WKDW# SURYLGHV# UHJXODU
LQFRPH# WR# WKH#DQQXLWDQW# IRU# WKHLU# UHPDLQLQJ# OLIH
LQ#H[FKDQJH#IRU#D#SUHPLXP1

6R# FOHDUO\# OLIH# DQQXLWLHV# KDYH# D# UROH# WR# SOD\# LQ
SHQVLRQ# SURYLVLRQ1# # %XW# ZKDW# SUHFLVHO\# LV# WKHLU
UROH"# # $OVR# ZKDW# DUH# WKH# DOWHUQDWLYHV# WR# OLIH
DQQXLWLHV# DQG# KRZ# HIIHFWLYHO\# GR# WKHVH
DOWHUQDWLYHV#PHHW#WKH#GHILQLWLRQ#RI#D#OLIH#DQQXLW\"

7<3(6#2)#$118,7,(6

7KH#SULQFLSDO#W\SHV#RI#OLIH#DQQXLWLHV#DUH=

0# /HYHO# DQQXLW\/# ZKLFK# SURYLGHV# D# FRQVWDQW
QRPLQDO#PRQH\#LQFRPH#IRU#WKH#UHPDLQLQJ#OLIH#RI
WKH# DQQXLWDQW># DQQXLW\# SURYLGHUV# LQYHVW# WKH
SUHPLXP# LQ#IL[HG0LQFRPH#ERQGV#DQG# WKH#FRXSRQ

SD\PHQWV#RQ# WKHVH#DUH#XVHG# WR#PDNH# WKH#DQQXLW\
SD\PHQWV1

0# (VFDODWLQJ# DQQXLW\/# ZKHUH# WKH# DQQXLWDQW
EHQHILWV# IURP# DQ# DQQXDO# LQFUHDVH# LQ# WKH# DQQXLW\
SDLG># FOHDUO\# EHFDXVH# WKH# DQQXLW\# ZLOO# EH
JURZLQJ/#WKH#LQLWLDO#SD\PHQW#RQ#WKLV#DQQXLW\#ZLOO
EH#ORZHU#WKDQ#WKDW#RQ#D#OHYHO#DQQXLW\1

0# ,QGH[0OLQNHG# DQQXLW\/# D# SDUWLFXODU# W\SH# RI
HVFDODWLQJ# DQQXLW\# ZKLFK# SURYLGHV# D# JURZLQJ
LQFRPH# LQ# OLQH#ZLWK# ULVHV# LQ# WKH# FRQVXPHU#SULFH
LQGH[># DQQXLW\# SURYLGHUV# LQYHVW# WKH# SUHPLXP# LQ
LQGH[0OLQNHG#ERQGV#DQG#WKH#FRXSRQ#SD\PHQWV#RQ
WKHVH#DUH#XVHG#WR#PDNH#WKH#DQQXLW\#SD\PHQWV1

0# /LPLWHG# SULFH# LQGH[HG# +/3,,# DQQXLW\/# D
SDUWLFXODU# W\SH# RI# LQGH[0OLQNHG# DQQXLW\# ZKLFK
FRPSHQVDWHV#IRU#LQIODWLRQ#EXW#RQO\#XS#WR#D#VWDWHG
OLPLW#+VXFK#DV#8(#SD,>#WKH#LQLWLDO#SD\PHQW#ZLOO#EH
KLJKHU# WKDQ# ZLWK# DQ# LQGH[0OLQNHG# DQQXLW\# DQG
WKHUHIRUH# SURYLGHV# D# FRPSURPLVH# EHWZHHQ# IXOO
LQGH[DWLRQ#DQG#WKH#LQFRPH#IURP#D#OHYHO#DQQXLW\1

0# ,QYHVWPHQW0OLQNHG# DQQXLW\/# WKH#PDLQ# H[DPSOHV
RI#ZKLFK# DUH# WKH#ZLWK0SURILW# DQG#XQLW0OLQNHG# +RU
YDULDEOH,#DQQXLW\=##WKH#SUHPLXP#LV#LQYHVWHG#LQ#DQ
HTXLW\# IXQG#DQG#SDUW#RI# WKH#SURILWV#DUH# DOORFDWHG
DV# D# ERQXV# WR# WKH# DQQXLWDQW# HYHU\# \HDU1# # ,I# WKH
LQYHVWPHQW#SHUIRUPDQFH#LV#SRRU/#WKHQ#WKH#LQFRPH
IURP# WKH# DQQXLW\# FDQ# IDOO/# DOWKRXJK# LI# WKH
LQYHVWPHQW# SHUIRUPDQFH# LV# VWURQJ/# # WKH# LQFRPH
IURP#WKH#DQQXLW\#ZLOO#ULVH1

*LYHQ# WKDW#PDQ\# SHQVLRQHUV# FDQ# H[SHFW# WR# OLYH
IRU#4:#RU#PRUH#\HDUV/#RQH#FDQ#UHDVRQDEO\#H[SHFW
WKDW# RYHU# VXFK# D# KRUL]RQ# WKH# UHWXUQ# RQ# HTXLWLHV
ZLOO# H[FHHG# WKH# UHWXUQ# RQ# ERQGV># WKHUHIRUH
LQYHVWPHQW0OLQNHG# DQQXLWLHV# DUH# OLNHO\/# RYHU# WKLV
KRUL]RQ/# WR#JHQHUDWH#KLJKHU# LQFRPH# WKDQ/#VD\/# #D
OHYHO#DQQXLW\#ZKRVH#LQFRPH#LV#OLQNHG#WR#WKH#\LHOG
RQ#ERQGV1

$/7(51$7,9(6#72#$118,7,(6

0# /XPS# VXP=# WKH# SHQVLRQ# IXQG# WKDW# KDV
DFFXPXODWHG#RYHU#WKH#ZRUNLQJ#OLIH#LV#JLYHQ#WR#WKH



SHQVLRQHU# RQ# UHWLUHPHQW# DQG# KH# FDQ# VSHQG# RU
UHLQYHVW#LW#DV#KH#ZLVKHV1

0# 6WDWH# SURYLVLRQ=# WKH# VWDWH# SURYLGHV# VRFLDO
VHFXULW\#SHQVLRQV#RQ#D#SD\0DV0\RX0JR#EDVLV1

0# ,QFRPH# GUDZGRZQ# +PDQDJHG# DQQXLW\# RU
PDQDJHG# SHQVLRQ,=# WKLV# ZDV# LQWURGXFHG# LQ# WKH
8.# LQ# 4<<8# EHFDXVH# IDOOLQJ# DQQXLW\# UDWHV# VLQFH
4<<3# KDG# OHG# WR# D# VXEVWDQWLDO# UHGXFWLRQ# LQ# WKH
LQFRPH# SDLG# RQ# DQQXLWLHV1# # 6R# WKH# 8.
JRYHUQPHQW#FDPH#XQGHU#FRQVLGHUDEOH#SUHVVXUH#WR
LQWURGXFH#GUDZGRZQ1

:LWK# GUDZGRZQ/# WKH# SHQVLRQ# IXQG# UHPDLQV
LQYHVWHG# LQ# HDUQLQJ# DVVHWV/# HTXLW\# DVVHWV# LQ
SDUWLFXODU/# DQG# WKH# SHQVLRQHU# GUDZV# DQ# LQFRPH
IURP# WKH# IXQG#RI# #EHWZHHQ# 68(# DQG# 433(#RI# D
FRUUHVSRQGLQJ#VLQJOH0OLIH#OHYHO#DQQXLW\1

8QGHU# WKH# 8.# UHJXODWRU\# IUDPHZRUN/# WKHUH# LV
DQRWKHU#FRQGLWLRQ#WKDW#PXVW#EH#PHW1##7KLV#IDFLOLW\
LV# RQO\# DYDLODEOH# IURP# WKH# UHWLUHPHQW# DJH# XQWLO
DJH# :8=#ZKDW# UHPDLQV#RI# WKH# IXQG#PXVW# XVHG# WR
SXUFKDVH#DQ#DQQXLW\#E\#DJH#:8#DW#WKH#ODWHVW1

1HYHUWKHOHVV/# RQH# RI# WKH# DGYDQWDJHV# RI
GUDZGRZQ#LV#WKDW#LI#WKH#SHQVLRQHU#GLHV#EHIRUH#DJH
:8/#WKH#EDODQFH#RI#WKH#IXQG#JRHV#WR#KLV#HVWDWH#DV#D
OXPS#VXP1#7KLV#FRQWUDVWV#ZLWK#DQ#DQQXLW\=#ZKHQ
DQ# DQQXLWDQW# GLHV/# DQ\# UHPDLQLQJ# YDOXH# WR# WKH
DQQXLW\# LV# ORVW# FRPSOHWHO\/# XQOHVV# D# PLQLPXP
JXDUDQWHH#ZDV# DOVR#SXUFKDVHG#ZKHQ# WKH# DQQXLW\
ZDV#ILUVW#WDNHQ#RXW1

$5(#$118,7,(6#1(&(66$5<"

6KRXOG# SHQVLRQHUV# EH# REOLJHG# WR# SXUFKDVH
DQQXLWLHV#RU#VKRXOG#WKH\#KDYH#VRPH#RWKHU#FKRLFH"
7KH#DQVZHU#GHSHQGV# LQ#SDUW#RQ# WKH#EHQHILWV# DQG
ULVNV#DVVRFLDWHG#ZLWK#HDFK#DOWHUQDWLYH1

())(&7,9(1(66#2)#3529,6,21

$QQXLW\#PDUNHWV/# HYHQ# LQ# FRXQWULHV#ZLWK# D# ORQJ
KLVWRU\# RI# DQQXLW\# SURYLVLRQ/# WHQG# WR# EH# KLJKO\
FRQFHQWUDWHG1

)RU# H[DPSOH/# LQ# WKH#8./# WKHUH# DUH# DURXQG# 573
DXWKRUL]HG# OLIH# FRPSDQLHV# WKDW# FRXOG# RIIHU
DQQXLWLHV#EXW#DW#DQ\#RQH# WLPH#RQO\#DURXQG#43#RI
WKHVH# DUH# VHULRXV# SURYLGHUV# RI# DQQXLWLHV# LQ# WKH
VHQVH# RI# DFWLYHO\# FRPSHWLQJ# IRU# EXVLQHVV1# #7KLV
VXJJHVWV# WKDW# DQQXLWLHV# FRXOG# EH# SRRU# YDOXH# IRU
PRQH\/#GHVSLWH#WKH#ULVNV#WKDW#WKH\#KHGJH1

$W# WKH# VDPH# WLPH/# ZH# PXVW# DVN# ZKHWKHU# WKH
DOWHUQDWLYHV# WR# DQQXLWLHV# ZLOO# RIIHU# DQ\# EHWWHU
YDOXH1

5,6.6#:,7+#$118,7,(6

$GYHUVH#VHOHFWLRQ#DQG#PRUWDOLW\#ULVN

,I# WKHUH# LV# WKH# YROXQWDU\# RSWLRQ# WR# SXUFKDVH
DQQXLWLHV/#WKHQ#WKRVH#ZKR#EHOLHYH#IURP#WKHLU#RZQ
IDPLO\#PHGLFDO# KLVWRULHV# WKDW# WKH\# DUH# OLNHO\# WR
OLYH# ORQJHU# WKDQ# DYHUDJH#ZLOO# EH# DPRQJVW# WKRVH
PRVW# OLNHO\# WR#SXUFKDVH# DQQXLWLHV1#7KLV# OHDGV# WR
ZKDW#LV#NQRZQ#DV#DQ#DGYHUVH#VHOHFWLRQ#ULVN1

7R# KHGJH# WKLV# ULVN/# WKH# LQVXUDQFH# FRPSDQ\#ZLOO
EDVH# LWV# DQQXLW\# UDWHV/# QRW# RQ# WKH# PRUWDOLW\
H[SHULHQFH#RI# WKH#SRSXODWLRQ#DV#D#ZKROH/#EXW#RQ
WKDW# µVHOHFW#JURXS¶# WKDW# LW#EHOLHYHV# LV#PRVW# OLNHO\
WR#SXUFKDVH#DQQXLWLHV1#:K\#LV#WKLV"

,W# LV# EHFDXVH# LW# LV# GLIILFXOW# IRU# LQVXUDQFH
FRPSDQLHV# WR# GLIIHUHQWLDWH# EHWZHHQ# SURVSHFWLYH
SXUFKDVHUV# ZKR# ZLOO# H[SHULHQFH# KHDYLHU# WKDQ
DYHUDJH#PRUWDOLW\/# GLH# HDUO\# RQ# DQG# VR#PDNH# D
PRUWDOLW\#SURILW# IRU# WKH# LQVXUDQFH# FRPSDQ\/# DQG
WKRVH#ZKR#ZLOO# H[SHULHQFH# OLJKWHU# WKDQ# DYHUDJH
PRUWDOLW\# DQG# KHQFH# PDNH# D# ORVV# IRU# WKH
LQVXUDQFH# FRPSDQ\1# # 7KH#PRUWDOLW\# SURILW# IURP
WKRVH# ZKR# GLH# HDUO\# LV# VKDUHG# EHWZHHQ# WKH
LQVXUDQFH# FRPSDQ\# DQG# WKRVH# ZKR# OLYH# PXFK
ORQJHU#WKDQ#DYHUDJH1

6R#DQQXLWLHV#ZLOO#EH#YHU\#SRRU#YDOXH#IRU#PHPEHUV
RI#WKH#ILUVW#JURXS/#WKRVH#ZKR#ZLOO#GLH#YHU\#VKRUWO\
DIWHU#WDNLQJ#RXW#WKH#DQQXLW\1##%XW#LI#WKH#LQVXUDQFH
FRPSDQ\# XQGHUHVWLPDWHV# WKH# QXPEHU# RI# LWV
DQQXLWDQWV# ZKR# DUH# LQ# WKH# VHFRQG# JURXS# RI
ORQJHU0OLYLQJ#SHRSOH/#WKHQ#LW#ZLOO#PDNH#D#ORVV1

7KHUH# LV#DOVR#DQRWKHU# W\SH#RI# ULVN# WKDW# LQVXUDQFH
FRPSDQLHV# IDFH1# #7KLV# LV#PRUWDOLW\# ULVN/# WKH# ULVN
RI# # V\VWHPDWLFDOO\# XQGHUHVWLPLQJ# LPSURYHPHQWV
LQ#PRUWDOLW\#RYHU#WLPH1

7R# LOOXVWUDWH/# D# PDQ# ERUQ# LQ# WKH# 8.# LQ# 4<33
FRXOG# H[SHFW# WR# OLYH# XQWLO# KH# ZDV# DERXW# 831
:KHQ# XQLYHUVDO# VWDWH# SHQVLRQV#ZHUH# LQWURGXFHG
LQ#WKH#8.#LQ#4<7;/#PHQ#FRXOG#H[SHFW#WR#OLYH#XQWLO
WKH\#ZHUH#9;1##:LWK#D#PDOH#UHWLUHPHQW#DJH#RI#98/
WKH# H[SHFWHG# OHQJWK# RI# WLPH# WKDW# D# PDQ# ZRXOG
HQMR\# WKH# SHQVLRQ# ZRXOG# WKHUHIRUH# EH# 6# \HDUV1
7RGD\/#%ULWLVK#PHQ#FDQ#H[SHFW# WR# OLYH# LQWR# WKHLU
ODWH#:3V#RU#HDUO\#;3V1



8.# LQVXUDQFH# FRPSDQLHV# KDYH# XQGHUHVWLPDWHG
WKH#DYHUDJH# OLIH#H[SHFWDQF\#RI# WKHLU#FXUUHQW#SRRO
RI# DQQXLWDQWV# E\# XS# WR# WZR# \HDUV1# # 7KH\# DUH
WKHUHIRUH#SD\LQJ#RXW#SHQVLRQV# IRU# DERXW# 5# \HDUV
ORQJHU#WKDQ#WKH\#KDG#IRUHFDVW1

,Q# DQ# DWWHPSW# WR# SURWHFW# DJDLQVW# WKHVH# ULVNV/
LQVXUDQFH#FRPSDQLHV#DGG#FRVW# ORDGLQJV#RI#DERXW
45(1##7KLV#45(#ILJXUH#LV#REWDLQHG#E\#FRPSDULQJ
WKH# SULFH# RI# D# ]HUR0FRVW# DQQXLW\# LQ# ZKLFK# WKH
DYHUDJH# PHPEHU# RI# WKH# SRSXODWLRQ# DV# D# ZKROH
SDUWLFLSDWHV#DQG# WKH#SULFH#RI# WKH#VDPH#DQQXLW\# LI
RQO\#PHPEHUV#RI#WKH#VHOHFW#JURXS#WKDW#YROXQWDULO\
SXUFKDVH#DQQXLWLHV#SDUWLFLSDWHV1#7KH#GLIIHUHQFH#LQ
SULFHV#LV#DURXQG#45(1

,QIODWLRQ#5LVN

7KH# QH[W# ULVN# WKDW# ZH# KDYH# WR# GHDO# ZLWK# LV
LQIODWLRQ# ULVN1# # 8QDQWLFLSDWHG# KLJK# LQIODWLRQ
UDSLGO\#UHGXFHV#WKH#UHDO#YDOXH#RI#D#SHQVLRQ#WKDW#LV
IL[HG# LQ# QRPLQDO# WHUPV1# # $Q# DVVXPSWLRQ# DERXW
WKH# UDWH#RI# LQIODWLRQ# LV#HPERGLHG# LQ# WKH#\LHOG#RQ
DOO# OHYHO#DQQXLWLHV/#EXW# LI# LQIODWLRQ# LV#KLJKHU# WKDQ
WKLV# DQWLFLSDWHG# UDWH/# WKHQ# WKH# UHDO# LQFRPH
SURYLGHG# E\# WKH# DQQXLW\# ZLOO# EH# ORZHU# WKDQ
H[SHFWHG1

0DQ\# FRXQWULHV# KDYH# H[SHULHQFHG# DW# YDULRXV
WLPHV#YHU\#KLJK#LQIODWLRQ1##)RU#H[DPSOH/#LQIODWLRQ
GXULQJ# WKH# 4<:3V# LQ# WKH#8.# DYHUDJHG# 58(# SHU
\HDU/# VR# WKDW#SHRSOH#ZKR#ERXJKW# OHYHO# DQQXLWLHV
DW#WKH#EHJLQQLQJ#RI#WKH#4<:3V#H[SHULHQFHG#D#YHU\
VXEVWDQWLDO#IDOO# LQ# WKH#UHDO#YDOXH#RI# WKHLU#SHQVLRQ
E\# WKH# HQG#RI# 4<:3V1# # ,W#ZDV# WKLV# H[SHULHQFH#RI
LQIODWLRQ# WKDW# SHUVXDGHG# WKH#8.# JRYHUQPHQW# WR
LQWURGXFH#LQGH[0OLQNHG#ERQGV#LQ#WKH#HDUO\#4<;3V1
,W# ZDV# WKH# ILUVW# ZHVWHUQ# JRYHUQPHQW# WR# GR# VR1
7KH#ERQGV#HQDEOHG#LQVXUDQFH#FRPSDQLHV#WR#RIIHU
LQGH[0OLQNHG#DQQXLWLHV#IRU#WKH#ILUVW#WLPH1

,QWHUHVW#UDWH#ULVN1

$QQXLW\#UDWHV#YDU\#VXEVWDQWLDOO\#RYHU#WKH#LQWHUHVW
UDWH#F\FOH1##$QQXLW\#UDWHV#DUH#UHODWHG#WR#WKH#\LHOGV
RQ#JRYHUQPHQW#ERQGV#RI#WKH#VDPH#H[SHFWHG#WHUP/
DERXW#4:#\HDUV1##%XW#RYHU#WKH#LQWHUHVW#\LHOG#F\FOH/
WKHVH#\LHOGV#FDQ#YDU\#E\#DV#PXFK#DV#483(1##7KLV
PHDQV# WKDW# LI# D#SHUVRQ# UHWLUHV#GXULQJ# DQ# LQWHUHVW
UDWH#WURXJK/#WKH#SHQVLRQ#ZLOO#EH#SHUPDQHQWO\#ORZ1

352%/(06#:,7+#$/7(51$7,9(#72#$118,7,(6

/XPS#VXP

:LWK# D# OXPS# VXP/# WKH# SHQVLRQHU# QRZ# EHDUV
KLV2KHU# RZQ# PRUWDOLW\# ULVN1# # 3DUW# RI# WKH

MXVWLILFDWLRQ#IRU#JLYLQJ#VRPHERG\#D# OXPS#VXP# LV
WKDW# WKH\# FDQ# WDNH# SHUVRQDO# UHVSRQVLELOLW\# IRU
WKHPVHOYHV1# # %XW# WKLV# GRHV# QRW# JHW# DURXQG# WKH
SUREOHP#WKDW#QRQH#RI#XV#KDV#D#JRRG#LGHD#RI#ZKHQ
ZH#DUH#JRLQJ#WR#GLH1

7KLV#OHDGV#WR#D#PRUDO#KD]DUG#SUREOHP/#VLQFH#LW#LV
SHUIHFWO\# SRVVLEOH# IRU# VRPHRQH# WR# VSHQG# WKHLU
OXPS# VXP# WRR# TXLFNO\# DQG# WKHQ# JR# EDFN# WR# WKH
VWDWH# IRU# KHOS1# # 7KLV# LV# NQRZQ# DV# µGRXEOH
GLSSLQJ¶1# 7KH# VWDWH# KDV# QR# UHDO# DOWHUQDWLYH# WR
SURYLGH# WKHP# ZLWK# KHOS/# VLQFH# WKH\# DUH# QRZ
JHQXLQHO\#SRRU#DQG#ZLOO#RWKHUZLVH#EH#GHVWLWXWH1

6WDWH#3URYLVLRQ

7KH# VHFRQG# DOWHUQDWLYH# LV# VWDWH# SURYLVLRQ/# EXW
YLUWXDOO\# HYHU\# FRXQWU\# LQ# WKH#ZRUOG# LV# IDFLQJ# D
GHPRJUDSKLF# WLPHERPE1# #7KHUH# DUH# QRW# HQRXJK
\RXQJ#ZRUNHUV# LQ#ZRUN# WR# SD\# IRU# WKH# JURZLQJ
HOGHUO\#SRSXODWLRQ1# #7KLV# LV# WUXH# LQ# -DSDQ1# # ,W# LV
DOVR#WUXH#LQ#(XURSHDQ#FRXQWULHV#VXFK#DV#*HUPDQ\
DQG# ,WDO\#ZKHUH# LQ# 63# \HDUV¶# WLPH# WKHUH#ZLOO# EH
PRUH#SHRSOH# LQ# UHWLUHPHQW# WKDQ# LQ#ZRUN1# #7KHUH
ZLOO# MXVW#QRW#EH#VXIILFLHQW#SHRSOH# LQ#ZRUN# WR#SD\
IRU##WKH#SHQVLRQV#RI#DOO#WKHVH#ROG#SHRSOH1

,QFRPH#GUDZGRZQ

2QH# SUREOHP# ZLWK# LQFRPH# GUDZGRZQ# LV# WKDW
DQQXLW\# UDWHV# PLJKW# EH# HYHQ# ORZHU# ZKHQ# WKH
DQQXLW\#LV#HYHQWXDOO\#SXUFKDVHG1

$# VHFRQG# SUREOHP# LV# WKDW# LQYHVWPHQW
SHUIRUPDQFH#GXULQJ#WKH#GHIHUUDO#SHULRG#PLJKW#EH
SRRU# DQG# WKDW# WKH# IXQG/# # UDWKHU# WKDQ# JURZLQJ# LQ
YDOXH/# DFWXDOO\# IDOOV# LQ# YDOXH1# # &RQVHTXHQWO\
DQQXLWDQWV#ULVN#KDYLQJ#D#VPDOOHU#VXP#ZLWK#ZKLFK
WR#EX\#DQ#DQQXLW\1

$QRWKHU#SUREOHP# LV# WKDW# LQGLYLGXDOV# IRUHJR#ZKDW
LV# FDOOHG# WKH# # µPRUWDOLW\# FURVV0VXEVLG\¶1# #$V#ZH
SRLQWHG# RXW# DERYH/# ZKHQ# VRPHRQH# GLHV# VKRUWO\
DIWHU# WDNLQJ# RXW# DQ# DQQXLW\/# WKH\# FUHDWH# D
PRUWDOLW\# SURILW# WKDW# LV# VKDUHG# RXW# DPRQJVW# WKH
DQQXLWDQWV#ZKR#OLYH#D#ORQJ#WLPH1

7KLV#PRUWDOLW\# FURVV0VXEVLG\# LV# FXPXODWLYH# RYHU
WLPH/#ZKLFK#PHDQV#WKDW#E\#GHOD\LQJ#WKH#SXUFKDVH
RI#DQ#DQQXLW\/# LQGLYLGXDOV#DUH#VXEMHFW# WR#ZKDW# LV
FDOOHG#D# µPRUWDOLW\#GUDJ¶1# #7KH#PRUWDOLW\#GUDJ# LV
WKH#DGGLWLRQDO#UDWH#RI#UHWXUQ# WKDW# WKH# LQYHVWPHQWV
OHIW##LQ#WKH#IXQG#KDYH#WR#JHQHUDWH#DERYH#WKH#\LHOG
RQ#DQ#DQQXLW\# LQ#RUGHU# IRU# LQFRPH#GUDZGRZQ# WR
SURYLGH# D# KLJKHU# RYHUDOO# SHQVLRQ# LQ# UHWLUHPHQW1
7KH#PRUWDOLW\#GUDJ#LQ#D#JLYHQ#\HDU#LV#HTXDO#WR#WKH
SURSRUWLRQ# RI# WKH# RULJLQDO# JURXS# RI# DQQXLWDQWV



ZKR#GLH#WKDW#\HDU1#6LQFH#WKLV#ULVHV#PRQRWRQLFDOO\
RYHU# WLPH/# LW# HYHQWXDOO\# EHFRPHV# YLUWXDOO\
LPSRVVLEOH#IRU#WKH#UHWXUQ#RQ#WKH#IXQG#WR#EHDW#WKDW
IURP#DQ#DQQXLW\1

+2:# $5(# 7+(# 352%/(06# :,7+# $118,7,(6
&855(17/<#0$1$*('"

,QVXUDQFH# FRPSDQLHV# XVH# WKH# JRYHUQPHQW# ERQG
PDUNHW# WR# SURWHFW# DJDLQVW# ERWK# LQWHUHVW# UDWH# DQG
LQIODWLRQ# ULVN# DULVLQJ# DIWHU# WKH# DQQXLW\# LV
SXUFKDVHG1# # ,Q# RWKHU#ZRUGV/#ZKHQ# DQ# DQQXLWDQW
SXUFKDVHV#D#OHYHO#DQQXLW\/#WKH#LQVXUDQFH#FRPSDQ\
XVHV# WKH# SUHPLXP# WR# EX\# D# JRYHUQPHQW# ERQG
ZLWK# WKH# VDPH# WHUP# DV# WKH# DQQXLWDQW¶V# OLIH
H[SHFWDQF\#+4:#\HDUV,#DQG#SD\V#WKH#SHQVLRQ#XVLQJ
WKH#FRXSRQ#SD\PHQWV# UHFHLYHG#RQ# WKH#ERQG1# # ,I/
RQ# WKH#RWKHU#KDQG/# WKH#DQQXLWDQW#EX\V# DQ# LQGH[0
OLQNHG# DQQXLW\/# WKH# LQVXUDQFH# FRPSDQ\#ZLOO#EX\
DQ# LQGH[0OLQNHG#ERQG# DQG#SD\# WKH#SHQVLRQ# IURP
WKH#FRXSRQV#UHFHLYHG1##7KH#FRXSRQV#DQG#DQQXLW\
SD\PHQWV#ZLOO#ULVH#RYHU#WLPH#LI#WKHUH#LV#LQIODWLRQ1
%XW#WKH#LQVXUDQFH#FRPSDQ\#EHDUV#QR#LQWHUHVW#UDWH
ULVN# RU# LQIODWLRQ# ULVN# DIWHU# WKH# DQQXLW\# LV
SXUFKDVHG1

$QQXLWDQWV#WKHPVHOYHV#FDQ#EH#H[SRVHG#WR#LQWHUHVW
DQG#LQIODWLRQ#ULVN/#KRZHYHU1

,I# WKH# SHQVLRQ# SODQ# PHPEHU# UHWLUHV# GXULQJ# DQ
LQWHUHVW#UDWH#WURXJK#DV#KDSSHQHG#LQ#WKH#8.#LQ#WKH
PLG# 4<<3V/# WKHQ# KH# FDQ# HQG# XS# ZLWK# D# ORZ
SHQVLRQ#IRU#WKH#UHVW#RI#KLV#OLIH1

6LPLODUO\# LI# D# 980\HDU# ROG# PDQ# FKRRVHV# DQ
LQGH[HG# DQQXLW\/# KH# ZLOO# UHFHLYH# DQ# LQLWLDO
SHQVLRQ#WKDW#LV#DERXW#63(#ORZHU#WKDQ#IRU#D# OHYHO
DQQXLW\1#1RZ#ZLWK# LQIODWLRQ#DW#6(#S1D1/# LW# # WDNHV
44# \HDUV# IRU# WKH# LQGH[HG# DQQXLW\# WR# H[FHHG# WKH
OHYHO#DQQXLW\#LQ#FDVK#WHUPV/#DQG#LW#WDNHV#D#IXUWKHU
4<# \HDUV# EHIRUH# WKH# WRWDO# FDVK# SD\PHQWV# DUH
HTXDOL]HG1

0RVW# SHRSOH# FKRRVH# WKH# OHYHO# DQQXLW\# DQG# VR
UHWDLQ#WKH#LQIODWLRQ#ULVN1

287&20(

,QVXUDQFH#FRPSDQLHV#XVH#WKH#ILQDQFLDO#PDUNHWV#WR
KHGJH#WKH#LQWHUHVW#UDWH#DQG#LQIODWLRQ#UDWH#ULVNV#WKDW
WKH\#IDFH#IURP#WKH#SXUFKDVH#GDWH

,QWHUHVW# #UDWH#ULVN#XS#XQWLO# WKH#GDWH#RI# UHWLUHPHQW
LV# ERUQH# E\# IXWXUH# DQQXLWDQWV=# WKH\# PLJKW# EH
XQOXFN\#HQRXJK#WR#UHWLUH#DW#D#SRLQW#ZKHQ#LQWHUHVW
UDWHV# DQG# WKHUHIRUH# DQQXLW\# UDWHV# DUH# YHU\# ORZ1

,QIODWLRQ#ULVN#LV#ERUQH#DIWHU#WKH#UHWLUHPHQW#GDWH#E\
WKRVH#ZKR#FKRRVH#D#OHYHO#DQQXLW\1

0RUWDOLW\# ULVN# DQG# WKH# ULVN# RI# XQGHUHVWLPDWLQJ
LPSURYHPHQWV# LQ# PRUWDOLW\# VHHP# WR# EH# VKDUHG
EHWZHHQ# LQVXUDQFH# FRPSDQLHV# DQG# +QHZ,
DQQXLWDQWV1# # ,QVXUDQFH# FRPSDQLHV# LQ# WKH# 8.
FODLP# WR# ORVH#PRQH\# RQ# WKHLU# DQQXLW\# EXVLQHVV1
7KLV# IROORZV# EHFDXVH# WKH\# KDYH# XQGHUHVWLPDWHG
WKH#OLIH#H[SHFWDQF\#RI#WKHLU#DQQXLWDQW#SRRO#E\#XS
WR# WZR# \HDUV1# #7KHVH# ORVVHV#ZLOO# EH# UHIOHFWHG# LQ
KLJKHU#FKDUJHV#IRU#QHZ#DQQXLWDQWV1

&$1# 0$1'$725<# $118,7,(6# +(/3# 72
$0(/,25$7(#7+(6(#352%/(06"

7KH#PDLQ#ZHDNQHVVHV# LQ# SULYDWH# VHFWRU# DQQXLW\
SURYLVLRQ# UHODWH# WR# DGYHUVH# VHOHFWLRQ# DQG
PRUWDOLW\#ULVN1

0DQGDWRU\#DQQXLWLHV#DQG#PDQGDWRU\#PHPEHUVKLS
RI# VXSSOHPHQWDU\# SHQVLRQ# SODQV# ZRXOG# KHOS# WR
UHPRYH#WKH#DGYHUVH#VHOHFWLRQ#ELDV#LQ#WKH#GHPDQG
IRU#DQQXLWLHV1# #7KLV# IROORZV#EHFDXVH# LI#HYHU\RQH
KDV# WR# EX\# DQ# DQQXLW\/# WKHQ# WKH# DQQXLW\# UDWHV
RIIHUHG#ZLOO# HTXDO# WKRVH# RI# WKH# SRSXODWLRQ# DV# D
ZKROH#DQG#QRW#RI#WKH#VHOHFW#JURXS#WKDW#YROXQWDULO\
SXUFKDVHV#DQQXLWLHV1

&$1#6859,925#%21'6#+(/3"

&DQ# WKH# JRYHUQPHQW# KHOS# LQVXUDQFH# FRPSDQLHV
KHGJH# WKH# DJJUHJDWH# PRUWDOLW\# ULVN# WKH\# IDFH"
<HV/#LI#WKH\#LQWURGXFH#D#QHZ# W\SH#RI#ERQG#FDOOHG
6XUYLYRU#%RQGV1##7KHVH#DUH#JRYHUQPHQW#ERQGV#LQ
ZKLFK# WKH# FRXSRQV# DUH# OLQNHG# WR# WKH# UHDOL]HG
PRUWDOLW\# H[SHULHQFH# RI# WKH# SRSXODWLRQ# RI
UHWLUHPHQW#DJH#RQ#WKH#GDWH#WKDW#WKH#ERQG#LV#LVVXHG1
7KH#FRXSRQV#GHFOLQH#DW#WKH#VDPH#UDWH#DV#PHPEHUV
RI# WKLV# JURXS# GLH/# EXW# WKH# FRXSRQV# FRQWLQXH
LQGHILQLWHO\#XQWLO#HYHU\#PHPEHU#RI#WKH#JURXS#KDV
GLHG1##,I#DQ#LQVXUDQFH#FRPSDQ\#EX\V#WKHVH#ERQGV/
WKHQ# LW#ZLOO#EH#SHUIHFWO\# KHGJHG# IURP# DJJUHJDWH
LPSURYHPHQWV# LQ# PRUWDOLW\1# # ,Q# RWKHU# ZRUGV/
VXUYLYRU# ERQGV# UHPRYH# WKH# ULVN# IURP
XQGHUHVWLPDWLQJ#PRUWDOLW\#LPSURYHPHQWV1##7KLV#LV
EHFDXVH# FRXSRQV# VWD\# KLJK# LI# WKH# UDWH# DW#ZKLFK
SHRSOH#GLH#VORZV#GRZQ1

6LQFH# LQVXUDQFH# FRPSDQLHV#ZRXOG# QRZ# EHDU# QR
DJJUHJDWH# PRUWDOLW\# ULVN/# FRVW# ORDGLQJV# RQ
DQQXLWLHV#ZRXOG#IDOO1

,QVXUDQFH# FRPSDQLHV# FRXOG# VWLOO# IDFH# VSHFLILF
PRUWDOLW\# ULVNV/# KRZHYHU1# # )RU# H[DPSOH/# LI# WKH\
VHOO# DQQXLWLHV# WR# QRQ0VPRNHUV/# WKH\# ZRXOG# EH



EHDULQJ#WKH#VSHFLILF#PRUWDOLW\#ULVNV#RI# WKDW#VHOHFW
JURXS# RI# DQQXLWDQWV#ZKR#ZRXOG# EH# H[SHFWHG# WR
OLYH# ORQJHU# WKDQ# DYHUDJH1# #%XW# WKDW#ZRXOG# EH# D
FRPPHUFLDO#GHFLVLRQ#RI#WKH#LQVXUDQFH#FRPSDQ\1

&$1#0$1'$7('# 3529,'(56# +(/3/# $1'# +2:
0$1<# $118,7<# 3529,'(56# 6+28/'# 7+(5(
%("

7KHVH# DUH# TXHVWLRQV# RI# LQWHUHVW# WR# WKRVH
GHYHORSLQJ# FRXQWULHV# WKDW# GR# QRW# KDYH# ZHOO0
HVWDEOLVKHG# DQQXLW\#PDUNHWV1# /HW¶V# FRQVLGHU# WKH
TXHVWLRQ# RI# ZKHWKHU# WKH# VWDWH# VKRXOG# EH# D
PRQRSRO\# SURYLGHU# RI# DQQXLWLHV# RU# ZKHWKHU# D
VPDOO# JURXS# RI# FRPSHWLQJ# VSHFLDOO\# OLFHQVHG
SURYLGHUV#PLJKW#EH#D#VROXWLRQ1

7KH#VWDWH#DV#PRQRSRO\#SURYLGHU

7KH# SRWHQWLDO# DGYDQWDJHV# RI# WKH# VWDWH# DV
PRQRSRO\#SURYLGHU#DUH=

x# 6XEVWDQWLDO# HFRQRPLHV# RI# VFDOH# LQ# WKH
SURYLVLRQ#RI#DQQXLWLHV#ORZHUV#XQLW#FRVWV1

x# 7KH#VWDWH#EHDUV#ODUJH#DJJUHJDWH#ULVNV#UHODWLQJ
WR# PRUWDOLW\# DQG# PRUWDOLW\# LPSURYHPHQWV
WKDW# SULYDWH# LQVXUDQFH# FRPSDQLHV# ILQG
GLIILFXOW#WR#EHDU1

x# 7KH# VWDWH# ZRXOG/# LQ# HIIHFW/# EH# LVVXLQJ
VXUYLYRU#ERQGV#DQG#WKH#SXUFKDVH#RI#WKHVH#E\
LQVXUDQFH#FRPSDQLHV#ZRXOG#KHOS#WR#IXQG#WKH
QDWLRQDO#GHEW1

x# 7KH#VWDWH#FRXOG#DOVR#DVVXPH#LQWHUHVW#UDWH#ULVN
E\# RIIHULQJ# µVPRRWKHG¶# DQQXLWLHV/# L1H1/
DQQXLWLHV# WKDW# DUH# VPRRWKHG# DFURVV# WKH
LQWHUHVW#UDWH#F\FOH1

$# SRWHQWLDO# GLVDGYDQWDJH# LV# WKDW# WKHUH# DUH# IHZ
H[DPSOHV# DQ\ZKHUH# LQ# WKH# ZRUOG# ZKHUH# VWDWH
RUJDQL]DWLRQV# UXQ# RQ# FRPPHUFLDO# OLQHV# DUH
HIILFLHQW1

$#VPDOO#JURXS#RI#FRPSHWLQJ#VSHFLDOO\
OLFHQVHG#SURYLGHUV

7KH#SRWHQWLDO#DGYDQWDJHV#DUH=

x# $OORZV# WKH#SULYDWH# VHFWRU# WR# RIIHU# DQQXLWLHV
DQG# DOVR# SHUPLWV# HDFK# SURYLGHU# WR# JDLQ
VXIILFLHQW#PDUNHW#VKDUH#WR#MXVWLI\#HQWU\#WR#WKH
PDUNHW1

x# (IILFLHQF\# UHVXOWV# IURP# WKH# OLPLWHG
FRPSHWLWLRQ#EHWZHHQ#WKHVH#SURYLGHUV1

7KH#SRWHQWLDO#GLVDGYDQWDJHV#DUH=

x# 7KHUH# LV# WKH#GDQJHU#RI#FROOXVLRQ#ZKHQ# WKHUH
LV#RQO\#D#VPDOO#QXPEHU#RI#SURYLGHUV1

x# 7KHUH#LV#DOVR#WKH#GDQJHU#RI#µZDVWHIXO¶#UDWKHU
WKDQ# µHIILFLHQF\0HQKDQFLQJ¶# FRPSHWLWLRQ1
7KLV# LV# VHHQ# LQ# &KLOH/# IRU# H[DPSOH/# ZKHUH
WKHUH#DUH#FRVWO\#PDUNHWLQJ#FDPSDLJQV#E\#WKH
$)3V# WR# DWWUDFW# QHZ# FXVWRPHUV/# DQG# WKHVH
KDYH#WR#EH#SDLG#IRU#E\#WKH#DQQXLWDQWV1

6ROXWLRQ

2QH# ZD\# WR# DYRLG# FROOXVLRQ# LV# WR# DUWLILFLDOO\
VHJPHQW# WKH#PDUNHW1# #7KH#SURYLGHUV#ZRXOG#KDYH
WR# FRPSHWH# IRU# D# SDUWLFXODU# VHJPHQW# RI# WKH
PDUNHW/#EXW# WKH#ZLQQLQJ#SURYLGHU#ZRXOG# WKHQ#EH
D# PRQRSRO\# SURYLGHU# LQ# WKDW# VHJPHQW1# # 7KH
VHJPHQWV# FRXOG# EH# DORQJ# SURIHVVLRQDO# OLQHV/
DORQJ# LQGXVWU\# OLQHV/# UHJLRQDO# OLQHV# RU# E\# RWKHU
PHDQV1##&RPSHWLWLYH#IRUFHV#VWLOO#RSHUDWH#VLQFH#WKH
DQQXLWDQWV# LQ#RQH#UHJLRQ/#VD\/# #FDQ#VWLOO#FRPSDUH
WKHLU# DQQXLWLHV# ZLWK# WKRVH# EHLQJ# RIIHUHG# LQ
DQRWKHU#UHJLRQ#E\#D#FRPSHWLQJ#FRPSDQ\1

7KH# JRYHUQPHQW# FRXOG# KHOS# WKHVH# FRPSDQLHV
NHHS# FRVWV# GRZQ# E\# RIIHULQJ# ERWK# LQGH[0OLQNHG
DQG#VXUYLYRU#ERQGV1

27+(5#,668(6

6KRXOG# RUJDQL]DWLRQV# VHOOLQJ# DQQXLWLHV# EH
UHVWULFWHG# VROHO\# WR# WKH#SURYLVLRQ#RI# DQQXLWLHV#RU
VKRXOG# WKH\# EH# SHUPLWWHG# WR# VHOO# RWKHU# OLIH
DVVXUDQFH#SURGXFWV#DV#ZHOO"

7KLV# TXHVWLRQ# LV# LPSRUWDQW# EHFDXVH# RI# ZKDW# LV
KDSSHQLQJ# LQ# 3RODQG1# 3URYLGHUV# RI# DQQXLWLHV# LQ
3RODQG#DUH#SHUPLWWHG# WR#VHOO#DQQXLWLHV#RQO\=# WKH\
WKHUHIRUH# FDQQRW# RIIVHW# WKH# PRUWDOLW\# ULVN# WKH\
IDFH# E\# VHOOLQJ# FRPSOHPHQWDU\# OLIH# DVVXUDQFH
SURGXFWV/#VXFK#DV#ZKROH#OLIH#DVVXUDQFH1

)XUWKHU/# LI# WKH#GRPHVWLF#DQQXLW\#PDUNHW# LV# VPDOO
DQG# SRRUO\# GHYHORSHG/# VKRXOG# IRUHLJQ# DQQXLW\
SURYLGHUV#EH#DOORZHG#WR#HQWHU#WKDW#PDUNHW"##7KHUH
LV#D#ELJ#TXHVWLRQ#PDUN#DERXW#ZKHWKHU#WKH\#ZRXOG
ZDQW# WR# GR# VR/# KRZHYHU1# # 7KLV# LV# EHFDXVH# WKH
PRUWDOLW\# GDWD# LQ# PDQ\# FRXQWULHV# LV# RIWHQ# YHU\
LQDFFXUDWH# DQG# ZLWKRXW# UHOLDEOH# PRUWDOLW\# GDWD/
LQWHUQDWLRQDO# DQQXLW\# SURYLGHUV# ZRXOG# SUREDEO\
EH#YHU\#UHOXFWDQW#WR#HQWHU#VXFK#PDUNHWV1



&21&/86,21

,Q#WKH#OLJKW#RI#WKLV#DQDO\VLV/#WKH#VLPSOH#DQVZHU#WR
WKH#TXHVWLRQ#RI#ZKHWKHU#WKHUH#LV#DQ#DOWHUQDWLYH#WR
DQQXLWLHV#LV=#QR1

7KH# UHDO# TXHVWLRQ# LV=# ZKDW# W\SH# RI# DQQXLWLHV
VKRXOG#WKHUH#EH#DQG#ZKR#VKRXOG#SURYLGH#WKHP"

:H# PLJKW# FRQVLGHU# D# IRXU# WLHU# VWUXFWXUH# WR
DQQXLW\#SURYLVLRQ=

0#,QGH[HG0OLQNHG#DQQXLW\#WLHU=#IRU#WKH#ILUVW#WUDQFKH
RI# UHWLUHPHQW# LQFRPH# XS# WR# D# JLYHQ# WKUHVKROG/
WKHUH# VKRXOG# EH# WKH# PDQGDWRU\# SXUFKDVH# RI# DQ
LQGH[HG0OLQNHG# DQQXLW\># WKLV# ZRXOG# JXDUDQWHH
WKDW# SHRSOH# GR# QRW# UXQ# RXW# RI# UHVRXUFHV# EHIRUH
WKH\#GLH#DQG#WKDW#WKH\#DUH#FRYHUHG#IRU#LQIODWLRQ1

0#/HYHO#DQQXLW\# WLHU=#IRU# LQGLYLGXDOV#ZLWK# LQFRPH
DERYH#WKLV#WKUHVKROG/#WKH\#VKRXOG#EH#DEOH#WR#WDNH
RXW#D# OHYHO#DQQXLW\># WKH\# WDNH#RQ# VRPH# LQIODWLRQ
ULVN/#EXW#KDYH# KLJKHU# QRPLQDO# LQFRPHV# HDUO\#RQ
LQ#FRPSDULVRQ#ZLWK#D#FRUUHVSRQGLQJ#LQGH[0OLQNHG
DQQXLW\1

0#,QYHVWPHQW0OLQNHG#DQQXLW\# # WLHU=#IRU# LQGLYLGXDOV
ZLWK# LQFRPH# DERYH# DQ# HYHQ# KLJKHU# WKUHVKROG/
WKH\#VKRXOG#EH#DEOH#WR#HQMR\#WKH#EHQHILWV#RI#VRPH
LQYHVWPHQW# SHUIRUPDQFH# E\# SXUFKDVLQJ# DQ
LQYHVWPHQW0OLQNHG#DQQXLW\/#DQG#WKHQ#ILQDOO\=

0#/XPS#VXP/#IRU#SHRSOH#ZLWK#KLJK#QHW#ZRUWK/#WKH\
VKRXOG# EH# JLYHQ# WKH# FKDQFH# RI# MXVW# WDNLQJ# WKH
OXPS#VXP#RU#LQFRPH#GUDZGRZQ1

1RZ# WKH# WKUHVKROGV# VHSDUDWLQJ# WKHVH# WLHUV# ZLOO
GLIIHU# EHWZHHQ# FRXQWULHV/# EXW# DW# OHDVW# WKLV
IUDPHZRUN# SURYLGHV# D# FRPSURPLVH# EHWZHHQ# WKH
EHQHILWV#RI#SHUVRQDO# UHVSRQVLELOLW\# DQG# WKH# FRVWV
RI# WKH# ULVNV# +PRUWDOLW\# DQG# LQIODWLRQ# ULVN,# WKDW
LQGLYLGXDOV#DUH#XQDEOH#WR#KHGJH#WKHPVHOYHV1

7KHUH# LV# DOVR# DQ# LQHYLWDEOH# UROH# IRU# WKH# VWDWH=
DQQXLWLHV# FDQQRW# HIIHFWLYHO\# H[LVW# ZLWKRXW# WKH
VWDWH#EHLQJ#HLWKHU#D#PRQRSRO\#SURYLGHU#RU#LVVXLQJ
ILQDQFLDO# LQVWUXPHQWV# WKDW# HQDEOH# SULYDWH# VHFWRU
SURYLGHUV# WR# SXUFKDVH# PDWFKLQJ# DVVHWV# DJDLQVW
WKHLU#OLDELOLWLHV1

7KH# VWDWH# PXVW# HVWDEOLVK# DQ# LQVWLWXWLRQDO
IUDPHZRUN#IRU# WKH#SHQVLRQ#DQQXLW\#EXVLQHVV# WKDW
RIIHUV# WKH# DSSURSULDWH# LQFHQWLYHV# IRU# DQQXLW\
SURYLGHUV# WR# FRPSHWH# HIIHFWLYHO\# DQG
HFRQRPLFDOO\1# #7KLV# UHTXLUHV#PDQGDWRU\#SHQVLRQ
DQQXLWLHV/# VLQFH# WKHVH# KHOS# WR# UHGXFH# WKH# FRVWV

DVVRFLDWHG# ZLWK# ERWK# DGYHUVH# VHOHFWLRQ# DQG# WKH
PDUNHWLQJ#RI#YROXQWDU\#DUUDQJHPHQWV1

$QQXLWLHV#DUH#D#VKDUHG#UHVSRQVLELOLW\#EHWZHHQ#WKH
SXEOLF#DQG#WKH#SULYDWH#VHFWRUV1##,W#LV#D#NH\#UROH#RI
WKH#VWDWH#WR#FROOHFW#UHOLDEOH#GDWD#RQ#PRUWDOLW\=#WKLV
LV# D# EDVLF# LQJUHGLHQW# WKDW# LQVXUDQFH# FRPSDQLHV
QHHG1##$OVR/#WKH#SULYDWH#VHFWRU#QHHGV#WR#EH#PXFK
PRUH#LQYHQWLYH#LQ# LWV#XVH#RI# WKH#ILQDQFLDO#V\VWHP
WR# KHGJH# VRPH# RI# WKH# RWKHU# ILQDQFLDO# ULVNV
GLVFXVVHG#DERYH/#HVSHFLDOO\#LQWHUHVW#UDWH#ULVN1

)LQDOO\# LQ# VPDOO/# GHYHORSLQJ# FRXQWULHV# ZLWK
LQDGHTXDWH# PRUWDOLW\# GDWD# DQG# XQVRSKLVWLFDWHG
ILQDQFLDO#V\VWHPV/# WKH#VWDWH#PD\#KDYH# WR#SURYLGH
DQQXLWLHV# GLUHFWO\# RU# LW#PD\# KDYH# WR# µNLFN0VWDUW¶
WKH# SULYDWH# DQQXLW\# PDUNHW# ZLWK# LQGH[0OLQNHG
ERQGV#DQG#VXUYLYRU#ERQGV1


