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,�ZDV�DOVR�DEOH WR�DWWHQG�WKH�7UL�1DWLRQV�&RQJUHVV�LQ�3HUWK��DQG�WKH�)LUVW�6\GQH\�%$+$�FRXUVH�

7KH�,PSODQW�3URJUDPPH
6XUJHU\�LV�RI�FRXUVH�RQO\�RQH�VPDOO�SDUW�RI�WKH�PDQDJHPHQW�RI�LQGLYLGXDOV�ZLWK�SURIRXQG�KHDULQJ�ORVV��3DWLHQW�VHOHFWLRQ��HGXFDWLRQ��DQG��UH�KDELOLWDWLRQ SOD\�D�PXFK�JUHDWHU�SDUW�LQ�WKH�VXFFHVV�RI�D�SURJUDPPH��,W�LV�FOHDU�WKDW�LI�DQ�LPSODQW�SURJUDPPH�LV�WR�VXFFHHG�LW�LV�WKH�YLVLRQ��FKDULVPD��DQG�GHGLFDWLRQ�RI�WKRVH�OHDGLQJ�LW�WKDW�PDNH�LW�ZRUN��7KH�UHVRXUFHV�RI�7KH�6\GQH\�&RFKOHDU�,PSODQW�&HQWUH�VKRZ�ZKDW�FDQ�EH�DFKLHYHG��7KH�DXGLRORJLVWV��KDELOLWDWLRQLVWV��VFLHQWLVWV��PDQDJHPHQW�DQG�VXSSRUW�VWDII�ZHUH�YHU\�ZHOFRPLQJ��,�ZDV�DEOH�WR�VSHQG�VHYHUDO�VHVVLRQV�ZLWK�HDFK�RI�WKH�WHDPV�LQYROYHG�LQ�DVVHVVLQJ�DQG�WUDLQLQJ�LPSODQWHHV�LQ�ERWK�WKH�DGXOW�DQG�SDHGLDWULF�SURJUDPPHV��,�IRXQG�XQGHUVWDQGLQJ�WKH�PDQDJHPHQW�VWUXFWXUH�RI�WKH�RUJDQLVDWLRQV�KHOSIXO�WRR��WKRXJK�RI�FRXUVH�IXQGLQJ�DUUDQJHPHQWV�DUH�VRPHZKDW�GLIIHUHQW�WR�WKH�8.��
,�ZDV�DOVR�IRUWXQDWH�WR�EH�DEOH�WR�YLVLW�RQH�RI�WKH�RXWO\LQJ�XQLWV�DIILOLDWHG�WR�WKH�FHQWUH WKDW�KDV�EHHQ�FUHDWHG�VSHFLILFDOO\�IRU�WKH�WHDFKLQJ�RI�LPSODQWHG�FKLOGUHQ�ZLWK�PXOWLSOH�GLVDELOLWLHV�
,W�LV�RQO\�RQ�D�)HOORZVKLS�WKDW�VR�PXFK�WLPH�FDQ�EH�VSHQW�JHWWLQJ�WR�NQRZ�WKH�SURFHVVHV�LQYROYHG�LQ�FRFKOHDU�LPSODQWDWLRQ�ERWK�IURP�WKH�PHGLFDO�SHUVSHFWLYH��EXW�DOVR�IURP�WKDW�RI�WKH�LQGLYLGXDOV�DQG�IDPLOLHV�DIIHFWHG��,W�ZDV�D�JUHDW�SULYLOHJH�EHLQJ�DEOH�WR�IROORZ�WKH�SURJUHVV�RI�VHYHUDO�FKLOGUHQ�IURP�GLDJQRVLV��WKURXJK�VXUJHU\��DQG�WR�VZLWFK�RQ��7KHVH�H[SHULHQFHV�ZLOO�DOZD\V�EH�ZLWK�PH�DV�,�ZDGH�WKURXJK�IXQGLQJ�PHHWLQJV�LQ�WKH�\HDUV�DKHDG� 5HVHDUFK
7KH�)HOORZVKLS�RIIHUV�DV�PDQ\�UHVHDUFK�RSSRUWXQLWLHV�DV�FDQ�EH�KDQGOHG��,�KDG�OLVWHG���SRVVLELOLWLHV�E\�WKH�HQG�RI�P\�ILUVW�ZHHN��3URIHVVRU�*LEVRQ�KDV�FROOHFWHG�DQ�XQULYDOOHG�GDWDEDVH�RQ�KLV�0HQLHUH¶V�DQG�LPSODQW�SDWLHQWV��LQ�SDUWLFXODU�WKHLU�HOHFWURSK\VLRORJ\�
7KH�IROORZLQJ�ZRUN�KDV�EHHQ�SURGXFHG�
3XEOLFDWLRQV�

5HD�3��*LEVRQ�:35��(YLGHQFH�IRU�VXUYLYLQJ�RXWHU�KDLU�FHOO�IXQFWLRQ�LQ�FRQJHQLWDOO\�GHDI�FKLOGUHQ �6XEPLWWHG�WR�/DU\QJRVFRSH�
5HD�3��*LEVRQ�:35��2WRDFRXVWLF�HPLVVLRQV�DUH�QRW�D�VXLWDEOH�WHVW�IRU�VFUHHQLQJ�IRU�GHDIQHVV�LQ�SUHPDWXUH�QHRQDWHV� �:H�DUH�SUHSDULQJ�VXEPLVVLRQ�WR�WKH�$-2��EXW�ZLOO�DZDLW�DFFHSWDQFH�RI�WKH�



/DU\QJRVFRSH�DUWLFOH�ILUVW��7KH�ZRUN�ZDV�SUHVHQWHG�LQ�2[IRUG�������
5HD�3��$EUDKDPV�<��6DQOL�+��*LEVRQ�:35��6HYHUH�RWRVFOHURVLV��7KH�SLWIDOOV�DQG�RXWFRPHV�RI�FRFKOHDU�LPSODQWDWLRQ��)RU�VXEPLVVLRQ�WR�/DU\QJRVFRSH�

3UHVHQWDWLRQV�
5HD�3��$EUDKDPV�<��6DQOL�+��*LEVRQ�:35��6HYHUH�RWRVFOHURVLV��7KH�SLWIDOOV�DQG�RXWFRPHV�RI�FRFKOHDU�LPSODQWDWLRQ��7KH��WK,QWHUQDWLRQDO�&RFKOHDU�,PSODQW�&RQIHUHQFH��0DQFKHVWHU�������
5HD�3��*LEVRQ�:35��³2WRDFRXVWLF�HPLVVLRQV�DUH�QRW�D�VXLWDEOH�WHVW�IRU�VFUHHQLQJ�IRU�KHDULQJ�ORVV�LQ�QHZERUQ�LQIDQWV�´ �WK,QWHUQDWLRQDO�&RQJUHVV�RI�3DHGLDWULF�2WRUKLQRODU\QJRORJ\��2[IRUG� �����

3RVWHUV� %LUPDQ�&��5HD�3��6DQOL�+��*LEVRQ�:��7KH�XVH�RI�LQWUD�RSHUDWLYH�($%5�SULRU�WR�LQVHUWLRQ�RI�D�FRFKOHDU�LPSODQW���WK ,QWHUQDWLRQDO�&RFKOHDU�,PSODQW�&RQIHUHQFH�0DQFKHVWHU�������
7KH�PDMRU�ZRUN�XQGRXEWHGO\�LV�WKH�DQDO\VLV�RI�WKH�GDWDEDVH�FRPSLOHG�E\�3URI�RYHU�PDQ\�\HDUV�RQ�WKH�HOHFWURSK\VLRORJLFDO�WHVWLQJ�RI�FKLOGUHQ�EHLQJ�DVVHVVHG�IRU�FRFKOHDU�LPSODQWDWLRQ��,QIRUPDWLRQ�RQ�VRPH�����FKLOGUHQ�ZDV�DYDLODEOH��$V�ZHOO�DV�WKH�GHWDLOHG�LQIRUPDWLRQ�WKDW�ZDV�REWDLQHG�RQ�WKH�$%5�DQG�URXQG�ZLQGRZ�HOHFWURFRFKOHRJUDSK\��,�ZDV�DEOH�WR�DFFHVV�DOPRVW�HYHU\�VHW�RI�QRWHV�WR�SURILOH�SRWHQWLDO�ULVN�IDFWRUV�IRU�WKHLU�KHDULQJ�ORVV��,W�DSSHDUV�OLNHO\�WKDW�FKLOGUHQ�ZKR�KDYH�VXIIHUHG�K\SR[LD�LQ�XWHUR�RU�LQ�WKH�SHULQDWDO�SHULRG�PD\�VHOHFWLYHO\�ORVH�WKH�IXQFWLRQ�RI�WKH�LQQHU�KDLU�FHOOV�RI�WKH�FRFKOHD�ZKLOVW�PDLQWDLQLQJ�D�GLVRUJDQLVHG�UHVSRQVH�IURP�WKH�RXWHU�KDLU�FHOOV��7KLV�RXWHU�KDLU�FHOO�DFWLYLW\�FDQ�EH�LQIHUUHG�IURP�DQ�DEQRUPDO�SRVLWLYH�SRWHQWLDO�FKDUDFWHULVWLFDOO\�VHHQ�RQ�WKH�URXQG�ZLQGRZ�HOHFWURFRFKOHRJUDSK\��<HW�$%5�UHVSRQVHV�DUH�DEVHQW��WKH�FKLOG�LV�GHDI�GXH�WR�ODFN�RI�DFWLYLW\�LQ�WKH�UHJLRQ�RI�WKH�LQQHU�KDLU�FHOOV���7KLV�LV�LPSRUWDQW�IRU�WZR�UHDVRQV��)LUVWO\�WKH�HOHFWULFDO DFWLYLW\�SLFNHG�XS�DV�WKH�DEQRUPDO�SRVLWLYH�SRWHQWLDO��$33��PD\�EH�WKH�HTXLYDOHQW�RI�WKH�DFRXVWLF VLJQDO�GHWHFWHG�E\�RWRDFRXVWLF�HPLVVLRQV��2$(���:H�VXJJHVW�WKDW�LW�LV�WKHUHIRUH�SRVVLEOH�WR�SDVV�DQ�2$(�VFUHHQ�\HW�VWLOO�KDYH�SURIRXQG�KHDULQJ�ORVV��:H�VKRZHG�D�KLJKO\�VLJQLILFDQW�FRUUHODWLRQ�EHWZHHQ�2$(�DQG�$33��ZH�VKRZHG�WKDW�����RI�FKLOGUHQ�ZLWK�KHDULQJ�ORVV�RQ�1,&8�KDG�2$(��DQG�ZH�IRXQG�WKDW�����RI�GHDI�FKLOGUHQ�ERUQ�EHIRUH����ZHHNV�JHVWDWLRQ�KDG�$33��DQG�VR�SUREDEO\�2$(���6HFRQGO\�LW�LV�LPSRUWDQW�DV�LW�FRQWULEXWHV�WR�WKH�OLWHUDWXUH�RQ�DXGLWRU\�QHXURSDWK\��DQG�ZH�WKLQN�VXJJHVWV�ZK\�VR�PDQ\�GR�ZHOO ZLWK�LPSODQWDWLRQ��:H�VXEPLWWHG�WKH�DUWLFOH�WR�WKH�%0-�ZLWK�WKH�KHOS�RI�D�IULHQG�ZKR�LV�DQ�HGLWRU�DQG�ZHUH�GLVDSSRLQWHG�LW�ZDV�UHMHFWHG�DV�³LPSRUWDQW��RI�ZLGH�LQWHUHVW��EXW�WRR�WHFKQLFDO�´�:H�WKHQ�VXEPLWWHG�LW�WR�/DU\QJRVFRSH�DQG�DUH�ZDLWLQJ�IRU�D�SRVLWLYH�UHVSRQVH��7KH�ZRUN�ZDV�SUHVHQWHG�LQ�2[IRUG�DQG�JHQHUDWHG�D�ORW�RI�LQWHUHVW��



,W�ZDV�YHU\�JHQHURXV�RI�3URIHVVRU�*LEVRQ�WR�DOORZ�PH�WR�EH�SDUW�RI�ZKDW�KDV�EHHQ�VXFK�DQ�LPSRUWDQW�DQG�ORQJVWDQGLQJ�SURMHFW�RI�KLV��
,�DOVR�UHYLHZHG�WKH����FRFKOHDU�LPSODQWV�SHUIRUPHG�IRU�VHYHUH�RWRVFOHURVLV��WKH�ODUJHVW�SXEOLVKHG�VHULHV�LQ�WKH�ZRUOG��0DQ\�LQWHUHVWLQJ�SRLQWV�DURVH�IURP�WKLV�ZRUN��,W�ZDV�SUHVHQWHG�LQ�0DQFKHVWHU�DQG�ZLOO�EH�SXEOLVKHG�
$GGLWLRQDOO\�ZKLOVW�DVVLVWLQJ�&DWK\�%LUPDQ�ZLWK�D�FKDOOHQJLQJ�FDVH��,�KLW�RQ�WKH LGHD�RI�D�VWLPXODWLQJ�SUREH��OLQNHG�WR�$%5��WR�KHOS�ORFDWH�WKH�OXPHQ�RI�WKH�FRFKOHD��,W�ZDV�GHYHORSHG�E\�+DOLW�6DQOL�DQG�KDV�FHUWDLQO\�SURYHG�XVHIXO��:H�VXEPLWWHG�LW�DV�D�SRVWHU�DQG�ZLOO�ILQG�WLPH�WR�ZULWH�LW�XS�VRRQ�

3URIHVVRU�DQG�$OH[�*LEVRQ
,�KRSH�WKDW�,�KDYH�FRQYH\HG�ZKDW�DQ�RXWVWDQGLQJ�DFDGHPLF�KRVW�3URIHVVRU�*LEVRQ�LV��DV�D�WHDFKHU��VFLHQWLVW��DQG�OHDGHU��0RUH�WKDQ�WKDW��KLV�KXPDQLW\�DQG�FRPSDVVLRQ�VKRZ�WKURXJK�LQ� DOO� KLV�ZRUN�� KLV� UHODWLRQVKLSV�ZLWK� KLV� SDWLHQWV� DQG� VWDII�� DQG� LQ� KLV� HQGOHVV� UROH DV�IXQGUDLVHU�IRU��DQG�SURPRWHU�RI��WKH�LPSODQW�FHQWUH��
+H�ZDV� DOVR� D�ZRQGHUIXO� KRVW� VRFLDOO\��$� KROLGD\� DW� WKH� EHDFK� KRXVH�� ILVKLQJ� WULSV� RXW�WKURXJK� WKH� KHDGV�� HQWHUWDLQLQJ� ERWK� RXU� IDPLOLHV� ZLWK� FKDPSDJQH� DQG� R\VWHUV� RQ� WKH�KDUERXU�� DQG� IXQGLQJ�P\� WULS� WR�7KH�7UL�QDWLRQV�&RQJUHVV� LQ�3HUWK�� WR�QDPH� MXVW�D� IHZ�RSSRUWXQLWLHV�
)URP� WKH�PRPHQW�ZH� DUULYHG� ERWK�3URI� DQG�$OH[�PDGH� XV� IHHO�ZHOFRPH� DQG� DW� KRPH��$OH[�ZDV�D�JUHDW�IULHQG�DQG�VXSSRUW�WKURXJKRXW�RXU�VWD\�LQ�$XVWUDOLD��6KH�WRRN�PDQ\�RI�WKH�SUDFWLFDO GLIILFXOWLHV�RI�PRYLQJ�D�IDPLO\�DEURDG�LQ�KDQG��RUJDQLVLQJ�QRW�RQO\�D�WUDLOHU�ORDG�RI�KRXVHKROG�JRRGV��EXW�DOVR�SXWWLQJ�XV�LQ�WRXFK�ZLWK�KHU�ORFDO�IULHQGV�DQG�FRQWDFWV��,I�HYHU�SUREOHPV�DURVH�VKH�FRXOG�EH�UHOLHG�RQ�DEVROXWHO\�WR�KHOS�UHVROYH�WKHP��6KH�WUXO\�ZHOFRPHG�XV�DOO�LQ�WR�KHU�IDPLO\��
2XU�VRQ�2OLYHU�ZDV�GLDJQRVHG�ZLWK�D�VHULRXV�LOOQHVV�ZKLOVW�ZH�ZHUH�LQ�6\GQH\��3URI�DQG�$OH[� VXSSRUWHG� XV�� DQG� VKDUHG� RXU� SDLQ� LQ� D�ZD\� ,� FDQQRW�SXW� LQ� WR�ZRUGV��7KH\� DORQH�NQRZ�ZKDW�LW�PHDQW�WR�XV��2OLYHU�LV�QRZ�D�WKULYLQJ�WZR�\HDU�ROG�DQG�DVNV�HYHU\�GD\�WR�³JR�EDFN�´�<DQQHWWH�DQG�,�ZLOO�QHYHU�IRUJHW�WKHLU�NLQGQHVV

6XPPDU\
7KH�*UDKDP�)UDVHU�0HPRULDO�)HOORZVKLS�LV�WKULYLQJ�DQG�RIIHUV�RWRORJLVWV�DQ�H[SHULHQFH�WKDW�LV�XQULYDOOHG�DQ\ZKHUH�LQ�WKH�ZRUOG��7KLV�H[SHULHQFH�FDQ�RQO\�EHQHILW�SDWLHQW�FDUH�LQ�WKLV�FRXQWU\�
,�ZRXOG�OLNH�WR�WKDQN�WKH�)HOORZVKLS�DQG�7UXVWHHV�IRU�WKH�KXJH�DPRXQW�RI�ZRUN�WKDW�PXVW�KDYH�JRQH�LQ�WR�GHYHORSLQJ�DQG�IXQGLQJ�VXFK�DQ�RXWVWDQGLQJ�RUJDQLVDWLRQ��DQG�IRU�WKHLU�SUDFWLFDO�DQG�VLQFHUH�SHUVRQDO�VXSSRUW�GXULQJ�P\�WLPH�LQ�6\GQH\�
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