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7R�WKH�XQLW�KROGHUV�RI�EHWDZRUNV�VWXGLR�
�
�����ZDV�D�YHU\�JRRG�\HDU�DW�EHWDZRUNV��$V�,�PHQWLRQHG�LQ�P\�OHWWHU�LQ�'HFHPEHU��ZH�EXLOW�
VRPH�ZRQGHUIXO�QHZ�FRPSDQLHV�LQ�KRXVH�DQG�LQYHVWHG�LQ�WZHQW\�VL[�HDUO\�VWDJH�FRPSDQLHV��
:H�KDG�WKUHH�H[LWV�DQG�FRPSOHWHG�RXU�ILUVW�FDSLWDO�GLVWULEXWLRQ��RU�GLYLGHQG��:H¶UH�FURVVHG�
VRPH�VLJQLILFDQW�PLOHVWRQHV�LQ�WKH�OLIH�RI�RXU�FRPSDQ\��2XU�VXFFHVVHV��ZLWK�WKH�VWUHQJWK�RI�WKH�
FRPSDQLHV�ZH�FRQWLQXH�WR�ZRUN�ZLWK��GHPRQVWUDWH�WKH�YDOXH�RI�RXU�VWXGLR�PRGHO�²�DQ�RSHUDWLQJ�
FRPSDQ\�ZLWK�D�YDOXDEOH�DQG�FRPSOHPHQWDU\�LQYHVWPHQW�FRPSRQHQW�
�
%HWDZRUNV�LV�D�SODWIRUP�WKDW�DFFHOHUDWHV�HDUO\�VWDJH�FRPSDQ\�EXLOGLQJ��2XU�³VHFUHW�VDXFH´�LV�QRW�
HDV\�WR�UHSOLFDWH��DV�LW�FRPHV�IURP�DQ�LQWHQVLYH�KDQGV�RQ�DSSURDFK�WR�VWXGLR�FRPSDQLHV��GHHS�
NQRZOHGJH�RI�VRFLDO�PHGLD�IURP�PDQ\�\HDUV�RI�H[SHULHQFH��DQG�OHYHUDJH�JDLQHG�E\�D�QHWZRUN�RI�
LQYHVWPHQWV�LQ�WKH�VSDFH��:H�EHOLHYH�WKDW�ZH�DUH�HQWHULQJ�D�QHZ�HUD�LQ�RQ�OLQH�LQQRYDWLRQ�DQG��
DV�LV�VR�RIWHQ�WKH�FDVH��WKH�FRPSDQLHV�DQG�WKH�VWUXFWXUHV�WKDW�OHG�WKH�ODVW�URXQG�RI�LQQRYDWLRQ�
ZLOO�QRW�OHDG�WKLV�URXQG��:H�EHOLHYH�EHWDZRUNV�LV�XQLTXHO\�SRVLWLRQHG�WR�EXLOG�DVVHWV�WKDW�GHILQH�
WKH�QH[W�FKDSWHU�RI�WKH�,QWHUQHW��
�
7KLV�OHWWHU�ILUVW�RXWOLQHV�KRZ�ZH�VHH�WKH�PDUNHW�HYROYLQJ��WKHQ�GLYHV�LQWR�EHWDZRUNV�LQ������DQG�
FRQFOXGHV�ZLWK�D�ORRN�LQWR�������
�
WKH�HQYLURQPHQW�LV�FKDQJLQJ�LQ�IXQGDPHQWDO�ZD\V
�
�����ZDV�D�EDQQHU�\HDU�IRU�VRFLDO�PHGLD��)RXU�NH\�LQVLJKWV�HPHUJHG�ODVW�\HDU��
�

�� 3UROLIHUDWLRQ�RI�GHYLFHV�WKDW�DUH�FRQQHFWHG�WR�QHWZRUNV�LV�DFFHOHUDWLQJ�WKH�UDWH�RI�
LQQRYDWLRQ

�� &RQQHFWHG�GHYLFHV�DUH�HQDEOLQJ�UHDO�WLPH�VHUYLFHV�DQG�UHDO�WLPH�QHWZRUNV
�� 1HWZRUNV�RI�SHRSOH��LGHDV�DQG�SDUWLFLSDWLRQ�PDWWHU�PRUH�WKDQ�QHWZRUNV�RI�GHYLFHV
�� *UHDW�GHVLJQ�KDV�EHFRPH�LQFUHDVLQJO\�YLWDO�DV�FRPSXWLQJ�JHWV�OHVV�H[SHQVLYH

�
,�ZLOO�DGGUHVV�HDFK�RI�WKHVH�LQ�WXUQ�
�
���3UROLIHUDWLRQ�RI�GHYLFHV�WKDW�DUH�FRQQHFWHG�WR�QHWZRUNV�LV�DFFHOHUDWLQJ�WKH�UDWH�RI�

LQQRYDWLRQ
�
$V�SHRSOH�DQG�GHYLFHV�OLYH�LQFUHDVLQJO\�FRQQHFWHG�OLYHV��RSSRUWXQLWLHV�H[LVW�WR�GHYHORS�DQG�
EXLOG�FRPSDQLHV�DURXQG�WKH�QHWZRUNV�WKH\�FUHDWH��,QQRYDWLRQ�LQ�SURGXFWV�DQG�VHUYLFHV�LV�
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DLGHG�E\�GHFUHDVLQJ�FRVWV�RI�FRPSXWLQJ��VWRUDJH��DQG�QHWZRUNLQJ��*HRUJH�&RORQ\��&(2�RI�
)RUUHVWHU��WDONHG�DERXW�WKLV�LQ�D�SUHVHQWDWLRQ�DW�/H�:HE�ODWH�ODVW�\HDU�LQ�ZKLFK�KH�SORWWHG�
HIILFLHQF\�FXUYHV�IRU�SURFHVVRUV��VWRUDJH�DQG�WKH�QHWZRUN��6WRUDJH�LV�ULGLQJ�DQ�HIILFLHQF\�FXUYH�
WKDW�LV�DSSUR[LPDWHO\�����VWHHSHU�WKDQ�WKDW�RI�SURFHVVRUV��L�H���VWRUDJH�FRVWV�DUH�KDOYLQJ�
DSSUR[LPDWHO\�HYHU\�\HDU��DQG�SURFHVVRUV�FRQWLQXH�RQ�WKH�VOLJKWO\�VORZHU�SDWK�RI�0RRUH¶V�ODZ���
,Q�FRQWUDVW��QHWZRUN�FRVWV�DUH�GURSSLQJ�DW�D�PXFK�VORZHU�UDWH��
�
'HVSLWH�WKH�VSUHDG�RI�KRPH�EURDGEDQG�DQG�WKH�DGYHQW�RI�IRXUWK�JHQHUDWLRQ�FHOOXODU�QHWZRUNV��
ZH�DUH�VHHLQJ�HYHU�PRUH�SRZHUIXO�GHYLFHV��PRVWO\�SKRQHV��DWWDFKHG�WR�HYHU�PRUH�SRZHUIXO�DQG�
LQH[SHQVLYH�VHUYHUV�E\�UHODWLYHO\�QDUURZ���*�DQG�/7(��SLSHV��,W�LV�HDV\�WR�DWWULEXWH�WKH�ULVH�RI�
VPDUW�SKRQH�³DSSV´�VROHO\�WR�JHQLXV�PDUNHWLQJ��EXW�ZH�EHOLHYH�WKHUH¶V�PRUH�JRLQJ�RQ�KHUH��DSSV�
EULGJH�VORZ��KLJK�ODWHQF\�FRQQHFWLRQV�DQG�DOORZ�XVHUV�WR�UHDOL]H�WKH�IXOO�SRZHU�RI�WKHLU�GHYLFHV�
WKURXJK�DPD]LQJ�KRVW�EDVHG�VHUYLFHV��0RELOH�EURZVHUV�KDYH�GUDVWLFDOO\�LPSURYHG�LQ�WKH�UHFHQW�
SDVW��EXW�WKH\�VWLOO�FDQ¶W�FRPSHWH�ZLWK�QDWLYH�DSSV�WKDW�SURYLGH�LPPHGLDWH�UHVSRQVHV�DV�ZHOO�
DV�DFFHVV�WR�WKH�FDPHUDV��DFFHOHURPHWHUV��*36�DQG�DOO�WKH�RWKHU�VHQVRUV�LQ�D�PRGHUQ�PRELOH�
GHYLFH��3XW�DQRWKHU�ZD\��WKH�VORSH�DQG�JUDYLW\�RI�&RORQ\¶V�QHWZRUN�FXUYH�HIIHFWV�ZKDW�DQG�KRZ�
ZH�EXLOG��
�
7KH�SUROLIHUDWLRQ�RI��³VPDUW´�GHYLFHV�LV�DVWRQLVKLQJ��:LWKLQ�HLJKWHHQ�PRQWKV�VPDUW�SKRQHV�DQG�
WDEOHWV�KDYH�RXWSDFHG�VKLSSHG�XQLWV�RI�3&V��VHH�FKDUW��VRXUFH��KWWS���ELWO\�FRP�\3I�)3��

�
7KH�JOREDO�ULVH�RI�WKH�
VPDUW��SHUVRQDO�GHYLFH�
LV�WDNLQJ�SODFH�RQ�DQ�
XQSUHFHGHQWHG�VFDOH��
PDGH�HYHQ�PRUH�DPD]LQJ�
JLYHQ�WKH�ZHDNQHVV�LQ�WKH�
JOREDO�HFRQRP\��
�
8QGHQLDEO\��WKH�JOREDO�
WUDQVLWLRQ�IURP�IHDWXUH�
SKRQHV�WR�VPDUW�
SKRQHV�LV�XQGHUZD\��
$V�WKLV�KDSSHQV�
WKHUH�DUH�WUXO\�³GHYLFH�
ILUVW´�H[SHULHQFHV�²�
H[SHULHQFHV�GHVLJQHG�
VSHFLILFDOO\�IRU�WKH�GHYLFHV�
RQ�ZKLFK�WKH\�H[LVW��
�

7KHUH�DUH�DQ�LQFUHDVLQJ�QXPEHU�RI�VLPSOH��RIWHQ�VLQJOH�SXUSRVH��GHYLFHV�EHLQJ�GHYHORSHG�WKDW�
GHSHQG�RQ�VPDUW�GHYLFHV��7KH�KXE�DQG�VSRNH�DUFKLWHFWXUH�IUDPHV�GHYLFH�EDVHG�LQQRYDWLRQ��7KH�
/\WUR¶V�/LJKW�)LHOG�FDPHUD�LV�D�JRRG�LOOXVWUDWLRQ�RI�WKLV�VKLIW��&RPLQJ�WR�PDUNHW�WKLV�\HDU��WKH�/LJKW�
)LHOG�FDPHUD�UHFRUGV�WKH�ZRUOG�DQG�PRYHV�DOO�WKH�SURFHVVLQJ�LQWR�WKH�SRVW�SURGXFWLRQ�VRIWZDUH�
H[SHULHQFH��FUHDWLYH�H[SUHVVLRQ�LV�WKURXJK�WKH�VRIWZDUH��QRW�WKH�GHYLFH��7KH�WUDQVLWLRQ�LQ�
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SKRWRJUDSK\�WKDW�WKH�/LJKW�)LHOG�FDPHUD�UHSUHVHQWV�ZLOO�EH�DUJXDEO\�PRUH�IXQGDPHQWDO�WKDQ�WKH�
VKLIW�IURP�DQDORJ�WR�GLJLWDO��7KLV�LV�RQH�RI�FRXQWOHVV�H[DPSOHV�RI�VLPSOH��VLQJOH�SXUSRVH�GHYLFHV�
WKDW�GHULYH�YDOXH�WKURXJK�FRQQHFWLRQV�WR�³VPDUWHU´�KXEV��,Q�WKLV�QHZ�ZRUOG�RUGHU��VRIWZDUH�ZLOO�EH�
WKH�SRLQW�RI�GLIIHUHQWLDWLRQ�DQG�YDOXH��
�
:LWK�UHVSHFW�WR�LQQRYDWLRQ�RQ�SRUWDEOH�GHYLFHV�DQG�KDUGZDUH��DV�VKRZQ�E\�WKH�JUDSK�DERYH��
ZH�DUH�VWLOO�RQ�WKH�VWHHS�XSZDUG�VORSH�RI�DGRSWLRQ�FXUYHV��7KH�VRIWZDUH�LQQRYDWLRQ�FXUYH��ZH�
EHOLHYH��LV�HTXDOO\�LPSUHVVLYH��3UROLIHUDWLRQ�RI�GHYLFHV�WKDW�DUH�FRQQHFWHG�WR�QHWZRUNV��FRXSOHG�
ZLWK�WKH�VKLIW�RI�YDOXH�WR�VRIWZDUH��LV�DFFHOHUDWLQJ�WKH�UDWH�RI�FKDQJH�RI�LQQRYDWLRQ��7KHUH�LV�IDU�
PRUH�URDG�DKHDG�RI�XV�WKDQ�EHKLQG�XV�
�

���&RQQHFWHG�GHYLFHV�DUH�HQDEOLQJ�UHDO�WLPH�VHUYLFHV�DQG�UHDO�WLPH�QHWZRUNV
�
7KH�H[LVWHQFH�RI�YHU\�VPDUW��DOZD\V�FRQQHFWHG�GHYLFHV�HQDEOHV�QHZ�FDWHJRULHV�RI�UHDO�
WLPH�VHUYLFHV��:H�DUH�DSSURDFKLQJ�DQ�LQIOHFWLRQ�SRLQW�DW�ZKLFK�WKH�QXPEHU�RI�SHRSOH�DQG�
GHYLFHV�FRQQHFWHG�VLPXOWDQHRXVO\�WR�HDFK�RWKHU�DW�D�JLYHQ�PRPHQW�IXQGDPHQWDOO\�FKDQJH�
WKH�QDWXUH�RI�FRPPXQLFDWLRQ��'LDOLQJ�WKH�FORFN�EDFN�PRUH�WKDQ�D�GHFDGH��,�UHPHPEHU�ZRUNLQJ�
DW�$2/�RQ�LWV�DFTXLVLWLRQ�RI�,&4��WKH�ILUVW�PDLQVWUHDP��JOREDO�LQVWDQW�PHVVDJLQJ�QHWZRUN��$W�
WKH�WLPH��ZH�ZHUH�REVHVVHG�ZLWK�WKH�FRQFHSW�RI�³SUHVHQFH�´�PHDQLQJ�WKH�VKDUHG�NQRZOHGJH�
WKDW�D�SHUVRQ�ZDV�RQ�OLQH�DQG�UHDFKDEOH��7KH�,&4�OLVW�RI�RQ�OLQH�EXGGLHV�ZDV�D�ZLQGRZ�LQWR�
D�UHDO�WLPH�FRPPXQLFDWLRQ�QHWZRUN�WKDW�ZDV�IXQGDPHQWDOO\�GLIIHUHQW�IURP�WUDGLWLRQDO��RSDTXH�
FRPPXQLFDWLRQ�WRROV�OLNH�WKH�WHOHSKRQH��
�
3UHVHQFH�ZDV�DQ�HDUO\�PDQLIHVWDWLRQ�RI�WKH�XUJH�WR�EH�DOZD\V�FRQQHFWHG��$W�WKH�WLPH��,&4�
SURYLGHG�WKH�NQRZOHGJH�RI�D�JURXS�SUHVHQFH�EXW�ZDV�OLPLWHG�WR�RQH�WR�RQH�FRPPXQLFDWLRQV��
7RGD\��VHUYLFHV�SURYLGH�JURXS�FRQYHUVDWLRQV�DV�ZHOO�DV�JURXS�SUHVHQFH��7KHUH�LV�DQ�LQWHQVLW\�
WKDW�LV�DSSDUHQW�LQ�UHDO�WLPH�JURXS�LQWHUDFWLRQ��D�UHDOLW\�ZH�NQRZ�ZHOO�DV�KXPDQV�EXW�WKDW�WKH�
QHWZRUN�LV�RQO\�QRZ�EHJLQQLQJ�WR�VXUIDFH��1HZ�SODWIRUPV�DUH�QHHGHG�WR�EUHDN�RXW�RI�WUDGLWLRQDO�
ZRUNIORZV�DQG�RYHUFRPH�FRPSOH[LWLHV�LQ�QHZ�SURGXFW�GHYHORSPHQW�
�
&RQFXUUHQW�FRQQHFWLRQV�FKDQJH�QRW�RQO\�WKH�ZD\�ZH�H[SHULHQFH�PHGLD�RU�FRPPHUFH��LW�DOVR�
FKDQJHV�WKH�VXEVWDQFH�DQG�WKH�HVVHQFH�RI�KRZ�ZH�FRPPXQLFDWH��7KH�VKLIW�WR�UHDO�WLPH�JURXS�
LQWHUDFWLRQV�²�ZKHWKHU�ZH�FDOO�LW�WKH�UHDO�WLPH�ZHE��WKH�OLYH�ZHE��WKH�FRQFXUUHQW�ZHE��HWF��²�LV�
SURIRXQG��DQG�LWV�LPSDFW�LV�RQO\�VWDUWLQJ�WR�HPHUJH��
�

�
�
���1HWZRUNV�RI�SHRSOH��LGHDV�DQG�SDUWLFLSDWLRQ�PDWWHU�PRUH�WKDQ�QHWZRUNV�RI�GHYLFHV

�
:KHQ�,�WDON�DERXW�QHWZRUNV�RI�SHRSOH��,
P�UHIHUULQJ�WR�FRQQHFWLRQV�DPRQJ�SHRSOH�DQG�DPRQJ�
LGHDV��QRW�OLQNV�EHWZHHQ�KDUGZDUH��VHUYHUV�DQG�HGJH�GHYLFHV��7KH�EDVLF�SOXPELQJ�RI�WKH�
,QWHUQHW�DQG�SHUVRQDO�FRPSXWLQJ�LV�VWLOO�LPSRUWDQW��EXW�ZH�DUH�QRZ�IRUWXQDWH�WR�WDNH�LW�IRU�
JUDQWHG��:KDW�PDWWHUV�WR�XV�DUH�WKH�VRFLDO�JUDSKV��WKH�QHWZRUNV�RI�SHRSOH�WKDW�H[LVW�LQ�DQG�
DFURVV�WKH�VRFLDO�VHUYLFHV�DQG�WRROV�WKDW�SHRSOH�XVH��&RQQHFWLRQV�PDGH�RQ�)DFHERRN��7ZLWWHU��
/LQNHG,Q��7XPEOU�RU�3DWK�UHSUHVHQW�QHWZRUNV�RI�UHODWLRQVKLSV�EHWZHHQ�SHRSOH��$Q�³LQIRUPDWLRQ�
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JUDSK´��GHILQHG�DV�D�QHWZRUN�RI�LGHDV��LV�FUHDWHG�E\�WKH�LQIRUPDWLRQ�VKDUHG�ZLWKLQ�DQG�DFURVV�
QHWZRUNV��$GGLWLRQDOO\��ZH�EHOLHYH�WKHUH�LV�DQ�HPHUJLQJ�³SDUWLFLSDWLRQ�JUDSK´�WKDW�LV�FUHDWHG�DW�
WKH�LQWHUVHFWLRQ�RI�VRFLDO�DQG�LQIRUPDWLRQ�JUDSKV�ZKHQ�XVHUV�HQJDJH�LQ�FRQYHUVDWLRQV�DQG�VKDUH�
LQIRUPDWLRQ��LQ�UHDO�WLPH��DW�VFDOH��
�
7KH�KXPDQ�QHWZRUNV�ZH�DUH�EXLOGLQJ�DFURVV�VHUYLFHV�DUH�LQFUHDVLQJO\�VWXGLHG��EXW�ZH�DUH�
MXVW�VFUDWFKLQJ�WKH�VXUIDFH�RI�WKH�ORQJ�WHUP�VRFLHWDO�LPSDFW��2QH�WKLQJ�LV�FOHDU��WKH�ULVH�RI�
KRUL]RQWDOLVP��WKH�GHFHQWUDOL]DWLRQ�RI�LQIRUPDWLRQ�SURGXFWLRQ�DQG�H[FKDQJH��DFURVV�RXU�VRFLHW\��
DQG�WKH�FRQVHTXHQW�GLVUXSWLRQ�RI�HYHU\WKLQJ�IURP�PHGLD�FRPSDQLHV�WR�JRYHUQPHQWV��LV�D�UHVXOW�
RI�WKH�VKLIW�WR�D�QHWZRUN�FHQWULF�FRPPXQLFDWLRQ�DQG�PHGLD�V\VWHP�
�
,Q������ZH�VDZ�VRFLDO�FRPSXWLQJ�UHDFK�PDVVLYH�VFDOH��+XQGUHGV�RI�PLOOLRQV�RI�DFWLYH�XVHUV�
VSHQW�WKH�PDMRULW\�RI�WLPH�RQ�OLQH�XVLQJ�VRFLDO�QHWZRUNV�DQG�VRFLDO�WHFKQRORJLHV�HQDEOHG�
UHYROXWLRQV�DURXQG�WKH�ZRUOG��6HDUFK��ZKLFK�KDG�GLVSODFHG�SRUWDOV��ZDV�LWVHOI�GLVSODFHG�DV�WKH�
SULPDU\�HQWU\�SRLQW�WR�WKH�ZHE��7KH�PDLQVWUHDP�VHUYLFHV�WKDW�GURYH�WKLV�LQFOXGH�)DFHERRN��
7ZLWWHU��/LQNHG,Q��%ODFN%HUU\�0HVVHQJHU��DQG�7XPEOU��DV�ZHOO�DV�PRUH�WUDGLWLRQDO�606�DQG�
HPDLO��:H�EHOLHYHG�WKLV�ZRXOG�KDSSHQ�EXW�WKH�VSHHG�RI�WKH�WUDQVLWLRQ�KDV�WDNHQ�HYHQ�XV�E\�
VXUSULVH��
�
'HVSLWH�K\SRWKHVHV�WR�WKH�FRQWUDU\��,�EHOLHYH�WKDW�PXOWLSOH�QHWZRUNV�ZLOO�FRQWLQXH�WR�H[LVW�DQG�
WKULYH��)DFHERRN�KDV�JDUQHUHG�KXJH�WUDFWLRQ�DQG�FXOWXUDO�VLJQLILFDQFH�EXW�WKH�VZLWFKLQJ�FRVWV�
DVVRFLDWHG�ZLWK�H[LVWLQJ�VRFLDO�VHUYLFHV��LGHQWLW\��JUDSK�DQG�GDWD��DUH�HURGLQJ�DV�PRUH�QHWZRUNV�
EHFRPH�EURDGO\�DGRSWHG�DFURVV�WKH�ZHE��8VHUV�DUH�GHYHORSLQJ�GLIIHUHQW�VRFLDO�JUDSKV��LQ�
GLIIHUHQW�FRQWH[WV�DQG�XVHUV��LQGLYLGXDOV��GHYHORSHUV��RU�FRPSDQLHV��DUH�GHPDQGLQJ�PRUH�
GLYHUVLW\�IURP�VRFLDO�VHUYLFHV�WKDQ�DQ\�RQH�FRPSDQ\�FDQ�RIIHU��
�
,PSRUWDQW�GLIIHUHQFHV�LQ�SURGXFW�VWUXFWXUH��XWLOLW\�DQG�UHDVRQ�G¶HWUH�IXHO�WKHLU�GLYHUVLW\��.H\�
GLIIHUHQWLDWRUV��ZLWK�H[DPSOHV��LQFOXGH�

Ⴠ 6\PPHWU\�YV��DV\PPHWU\��)DFHERRN�KDV�D�SUHGRPLQDWHO\�V\PPHWULFDO�IROORZ�JUDSK�
�,�IROORZ�\RX��\RX�IROORZ�PH��FRPSDUHG�WR�7ZLWWHU�DQG�7XPEOU�ZKHUH�VRPHRQH�FDQ�EH�
IROORZHG�ZLWKRXW�IROORZLQJ��

Ⴠ ,GHQWLW\�YV��DQRQ\PLW\��DV�)DFHERRN�DQG�7ZLWWHU�SXVK�WR�XQYHLO�WUXH�LGHQWLWLHV��QHZ�
SURGXFWV�DUH�JDLQLQJ�WUDFWLRQ�LQ�ZKLFK�SHRSOH�DFW�DQRQ\PRXVO\�RU�XQGHU�SVHXGRQ\PV�

Ⴠ 'LUHFWLRQDOLW\�RI�VHUYLFHV��7ZLWWHU�LV�IRFXVHG�RQ�GULYLQJ�GLVFRYHU\�RXWZDUG�WR�ZHE�SDJHV��
ZLWK�DSSUR[LPDWHO\�����RI�WZHHWV�FRQWDLQLQJ�OLQNV�SRLQWLQJ�WR�RWKHU�VLWHV�ZKLOH�7XPEOU��
E\�FRQWUDVW��LV�IRFXVHG�RQ�EULQJLQJ�PHGLD�LQWR�7XPEOU�

Ⴠ *HQHUDO�YV��SXUSRVH�VSHFLILF��SURGXFWV�VXFK�DV�)RXUVTXDUH��IRU�ORFDWLRQ��DQG�)LQGLQJV�
�IRU�UHDGLQJ��EXLOG�ULFK��LPPHUVLYH�LQWHUDFWLRQ�VSHFLILF�QHWZRUNV�ZLWK�WKH�DELOLW\�WR�EXLOG�
QHZ��PRUH�GLYHUVH��DQG�IUHTXHQWO\�VPDOOHU�QHWZRUNV�WKDQ�SODWIRUPV�VXFK�DV�)DFHERRN�
DQG�/LQNHG,Q�

Ⴠ 6WUHDP�EDVHG�YV��VHW�EDVHG��WKH�IOXLG�PHWDSKRU�RI�WKH�VWUHDP�KDV�FHUWDLQO\�EHFRPH�WKH�
IRUP�WKDW�XVHUV�LQWHUDFW�ZLWK�VRFLDO�PHGLD��\HW�VHW�EDVHG�VHUYLFHV��LH��3LQWHUHVW��RSHQ�XS�
D�ZKROH�RWKHU�GLPHQVLRQ�RI�GLVFRYHU\���

Ⴠ 'XUDWLRQ�RI�FRQQHFWLRQV��UHDO�WLPH�PRELOH�DSSOLFDWLRQV�VXFK�DV�*URXS0H�FUHDWH�
WHPSRUDU\�EXW�LQWHQVH�FRQYHUVDWLRQV�EDVHG�RQ�SUR[LPLW\�LQ�ZKLFK�QHWZRUNV�H[LVW�IRU�WKH�
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GXUDWLRQ�RI�DQ�HYHQW��VXFK�DV�D�SURWHVW�RU�FRQFHUW��
�
1HZ�SURGXFWV�ZLWK�QXDQFHG�DSSURDFKHV�DQG�GLYHUVH�XVH�FDVHV��VXFK�DV�7ZHHW'HFN��3DWK�DQG�
,QVWDJUDP��DUH�EHLQJ�EXLOW�WR�VFDOH��7KRXJK�VRPH�ZLOO�WKULYH�DQG�VRPH�ZRQ¶W��WKH�GHPDQG�IRU�
GLYHUVLW\�LV�FOHDU��
�
7KH�QHZ�UHDO�WLPH�VRFLDO�,QWHUQHW�LV�FR�GHSHQGHQW�DQG�LQWHURSHUDEOH��WKDW�EHLQJ�VDLG��LW�LV�
QRQHWKHOHVV�D�ZHE�RI�GDWD�WKDW�LV�FRQQHFWHG�DFURVV�VHUYLFHV�ZLWK�GLIIHUHQW�VWDQGDUGV��$3,V�DQG�
OHJDO�UHODWLRQVKLSV��*URZWK�LV�FRPSOLFDWHG�DQG�LV�KDSSHQLQJ�ILWIXOO\��'HVSLWH�FRPSOH[LWLHV��WKH�
VKLIW�WR�D�JUHDWHU�OHYHO�RI�FRQQHFWLRQ�LV�QRW�VXUSULVLQJ��)RU�WKH�ILUVW�WLPH�LQ�KLVWRU\��DOO�WKH�PHGLD�
RI�WKH�ZRUOG�²�WH[W��YLGHR��DXGLR���'��+'��ZKDWHYHU�²�LV�EHLQJ�KRVWHG�RQ�RQH�SODWIRUP��WKH�
,QWHUQHW��7KLV�RSHQV�XS�D�P\ULDG�RI�RSSRUWXQLWLHV�WR�PL[�DQG�VKXIIOH�FRPPXQLFDWLRQV�DQG�PHGLD��
�
$Q�LPSRUWDQW�QXDQFH�LQ�WKLV�QHZ�ZRUOG�LV�WKDW��IRU�WKH�ILUVW�WLPH��WKH�VDPH�SODWIRUP�LV�EHLQJ�
XWLOL]HG�IRU�ERWK�SURGXFWLRQ�DQG�XVH��7KLV�LV�D�VXEWOH�EXW�LPSRUWDQW�GLIIHUHQFH�EHFDXVH�LW�RSHQV�
XS�D�ZKROH�OD\HU�RI�GDWD�GULYHQ�LQWHURSHUDELOLW\�EHWZHHQ�ZKDW�,�SRVW�RQ�WKH�ZHE��SURGXFWLRQ��
DQG�KRZ�,�VKDUH�LW��XVH���DV�ZHOO�DV�KRZ�LW�LV�UH�VKDUHG�DQG�GULYHV�LQWHUHVW��:H�DUH�FRQVWUXFWLQJ�
D�G\QDPLF�QHWZRUN��FRPSDQLHV�WKDW�OHDUQ�KRZ�WR�ZRUN�LQ�WKLV�QHZ�ZRUOG�KDYH�DQ�HYROXWLRQDU\�
DGYDQWDJH�RYHU�FRPSDQLHV�WKDW�GR�QRW��
�
���*UHDW�GHVLJQ�EHFRPHV�HYHQ�PRUH�YLWDO�DV�GHYHORSPHQW�DQG�KRVWLQJ�JHW�OHVV�H[SHQVLYH
��
7KH�SURFHVV�RI�EXLOGLQJ�VRIWZDUH�LV�JHWWLQJ�FKHDSHU�DQG�FKHDSHU�WKHUHE\�HQDEOLQJ�ZKDW�ZH�
FDOO�PLFUR�GHYHORSPHQW��7KH�SURGXFWLRQ�EX]]�ZRUGV�RI�RXU�HUD�²��EHWDV����DJLOH�GHYHORSPHQW���
DQG��SLYRWV��²�DUH�DOO�DQ�RXWJURZWK�RI�PLFUR�GHYHORSPHQW��ZKLFK�PDNHV�LW�OHVV�H[SHQVLYH�
WR�EXLOG�PRUH��1RW�RQO\�LV�LW�OHVV�H[SHQVLYH�WR�EXLOG�SURGXFWV��LW�FRVWV�OHVV�WR�VFDOH�WKHP��)RU�
H[DPSOH��'URSER[�ZHQW�IURP�D�<�&RPELQDWRU�VWDUW�XS�WR�VXSSRUWLQJ�WHQV�RI�PLOOLRQV�RI�XVHUV�
ZLWK�WHUDE\WHV�RI�GDWD�RQ�D�IHZ�PLOOLRQ�GROODUV�RI�LQYHVWHG�FDSLWDO��$W�EHWDZRUNV��ZH�KDYH�EXLOW�
SURGXFWV�OLNH�ELWO\�WKDW�KDYH�UHDFKHG�ZHE�VFDOH��L�H���ELOOLRQV�RI�XVHU�LQWHUDFWLRQV�SHU�PRQWK��
ZLWK�HYHQ�OHVV�FDSLWDO��7KLV�LV�D�UHPDUNDEOH�FKDQJH�GULYHQ�E\�FORXG�HFRQRPLFV�DQG�E\�D�FXOWXUH�
RI�³GR�ZKDW�\RX�GR�EHVW�DQG�RXWVRXUFH�WKH�UHVW�´��:KHQ�LW�FRPHV�WR�JURZLQJ�FRPSDQLHV��PLFUR�
GHYHORSPHQW�LV�UHGXFLQJ�WKH�UHVRXUFHV�QHHGHG�VXFK�DV�SHRSOH��GDWD��FDSLWDO��$3,V��DQG�WLPH�
�
$V�WKH�FRVW�RI�EXLOGLQJ�DQG�RSHUDWLQJ�VRIWZDUH�EDVHG�EXVLQHVVHV�GHFUHDVHV��LQFUHDVLQJ�YDOXH�
ZLOO�DFFUXH�WR�GHVLJQ��:K\"�%HFDXVH�DW�D�IXQGDPHQWDO�OHYHO�WKH�QHZ�GHYLFHV�DQG�VHUYLFHV�ZH�
DUH�EXLOGLQJ�DUH�LQFUHDVLQJ�WKH�GHSWK�DQG�EUHDGWK�RI�WKH�KXPDQ�FRPSXWLQJ�LQWHUIDFH��6LPSO\�
ORRN�DW�WKH�WKH�ZD\�FKLOGUHQ�QDWXUDOO\�LQWHUDFW�ZLWK�DQ�L3DG��7KH�HDVH�RI�HQWU\�WKDW�WKH�GHYLFH�
RIIHUV�UDLVHV�WKH�EDU��E\�RUGHUV�RI�PDJQLWXGH��IRU�KXPDQ�FHQWULF�LQWHUIDFHV�IURP�D�GHVLJQ�
SHUVSHFWLYH��:H�KDYH�VR�PXFK�WR�OHDUQ�DQG�XQOHDUQ�DV�ZH�ULS�FRPSXWHUV�RII�GHVNWRSV�DQG�SXW�
WKHP�LQ�RXU�KDQGV��RQ�RXU�ERGLHV�DQG�LQWR�RXU�HYHU\GD\�OLIH�H[SHULHQFHV�
�
)XUWKHUPRUH��LQ�D�ZRUOG�RI�SOHQWLIXO�RSWLRQV�IRU�KDUGZDUH�DQG�VRIWZDUH��D�SURGXFW�WKDW�LV�³MXVW�
JRRG�HQRXJK´�ZLOO�QRW�VXIILFH��7HFKQLFDO�EDUULHUV�WR�HQWU\�DUH�VR�ORZ��DQG�WKH�QXPEHU�RI�
SURYLGHUV�DUH�VR�KLJK��WKDW�XVHUV�H[SHFW�PRUH�WKDQ�MXVW�IXQFWLRQDOLW\�²�WKH\�DUH�GUDZQ�WR�DQG�
GHPDQG�H[FHOOHQW�SURGXFW�GHVLJQ��,Q�WKLV�PXOWL�SODWIRUP�HUD��XVHUV�DUH�WKH�XOWLPDWH�DUELWHU�RI�

�
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TXDOLW\��$V�XVHUV�WU\�DQG�DGRSW�QHZ�VHUYLFHV��WKHLU�H[SHFWDWLRQV�RI�GHVLJQ�DQG�RYHUDOO�TXDOLW\�DUH�
HOHYDWHG��ERWK�LQ�SURIHVVLRQDO�DQG�SHUVRQDO�XVH�
�
,�GRQ
W�UHVWULFW�P\�GHILQLWLRQ�RI�GHVLJQ�WR�WKH�YLVLEOH�XVHU�LQWHUIDFH��,�LQFOXGH�WKH�HQG�WR�HQG�
GHVLJQ�RI�SURGXFWV�IURP�WKH�LQWHUIDFH��WR�WKH�GDWDEDVH��WR�WKH�$3,��DQG�HYHQ�KRZ�WKDW�SURGXFW�
FRQQHFWV�ZLWK�RWKHU�SURGXFWV��7KH�VRFLDO�GHVLJQ�GHFLVLRQV�DERXW�KRZ�WR�HQDEOH�JUDSKV��H�J���
WKH�GHJUHH�RI�DQRQ\PLW\��JDPH�PHFKDQLFV��GHIDXOW�VHWWLQJV�DURXQG�SULYDF\��WKH�V\PPHWU\�
DV\PPHWU\�GLYLGH��HWF���DUH�IXQGDPHQWDO�GHFLVLRQV�WKDW�FDQ�GHWHUPLQH�ZKHWKHU�RU�QRW�D�SURGXFW�
ZRUNV��'HVLJQ�GULYHV�WKH�RSWLPL]DWLRQ�RI�H[SHULHQFHV�IRU�VSHFLILF�GHYLFHV�PHGLXPV�LQWHUDFWLRQV��
'LIIHUHQW�W\SHV�RI�PHGLD��ZHE��DSS��606��HPDLO��3&��WDEOHW��SKRQH��GHPDQG�WDUJHWHG�GHVLJQ�
H[SHULHQFHV��QRW�JHQHULF�UHSULQWV��(QG�WR�HQG��KXPDQ�FHQWHUHG��GHVLJQ�LV�D�GLVFLSOLQH��D�
SURFHVV��DQG�D�IXQFWLRQ�WKDW�WKLV�QHZ�ZRUOG�GHPDQGV��
�

$�FRQQHFWHG�ZRUOG�«
�

$�FRQQHFWHG�ZRUOG�LV�HPHUJLQJ�ZKLFK�LV�UDGLFDOO\�GLIIHUHQW�WKDQ�WKH�RQH�ILUVW�EXLOW�E\�WKH�SLRQHHUV�
RI�WKH�SHUVRQDO�FRPSXWHU�DQG�WKH�,QWHUQHW��:LWK�DOO�FRPPXQLFDWLRQ�RQ�RQH�SODWIRUP��GLVWLQFWLRQV�
EHWZHHQ�FRPPXQLFDWLRQ�PRGHV�ZLOO�EH�GULYHQ�E\�XVHUV�DQG�GHVLJQHUV��QRW�E\�WHFKQLFDO�
FRQVWUDLQWV��0DQ\�SHRSOH�EHOLHYH�WKDW�ORQJ�WHUP�LPSDFW�ZLOO�FRPH�IURP�WKH�FKDQJLQJ�HFRQRPLFV�
RI�PHGLD�GHOLYHU\�FDXVHG�E\�D�VKLIW�WR�WKH�FORXG��%XW�,�EHOLHYH��WDNLQJ�LW�RQH�VWHS�IXUWKHU��WKH�
RSSRUWXQLWLHV�WKDW�ZLOO�DULVH�IURP�WKH�VKLIW�WR�D�VLQJOH�SODWIRUP�ZLOO�KDYH�D�PRUH�VLJQLILFDQW�DQG�
ORQJHU�WHUP�LPSDFW�
�
7R�GLJ�GHHSHU�LQWR�VRPH�H[DPSOHV�RI�ZKDW�,¶P�RXWOLQLQJ��WXUQ�WR�+RZDUG�6WHUQ�ZKR��RQ�1HZ�
<HDUV�(YH��7ZHHWHG�DQG�³GUXQN�GLDOHG´�KLV�OLVWHQHUV��KWWS���ELW�O\�$K8�D=���WDNLQJ�WKHP�EH\RQG�
SDVVLYH�OLVWHQHUV�WR�PDNH�WKHP�SDUWLFLSDQWV�LQ�WKH�PHGLD�H[SHULHQFH��/RRN�DW�KRZ�*OHQQ�%HFN�
XVHV�UHDO�WLPH�WRROV�OLNH�&KDUWEHDW�ZKLOH�RQ�WKH�DLU��SKRWR��KWWS���ELW�O\�\1;M'���WR�JLYH�KLP�OLYH�
IHHGEDFN�RI�ZKR�KLV�DXGLHQFH�LV�DQG�ZKDW�WKH\�DUH�GRLQJ�RQ�OLQH��6WHUQ�DQG�%HFN�DUH�PDVWHUV�
RI�PRGHUQ�PHGLD�DQG�WKH\�DUH�EUHDNLQJ�GRZQ�WKH�ZDOOV�EHWZHHQ�SHUIRUPHU�DQG�DXGLHQFH�DQG�
EHWZHHQ�WKH�PHGLD�H[SHULHQFH�DQG�WKH�GDWD�EHKLQG�LW��'DWD�XVHG�WR�EH�DQ�DIWHU�WKH�IDFW�WRRO�WR�
PHDVXUH�ZKDW�KDSSHQHG�EXW�LW�LV�LQFUHDVLQJO\�DQ�HQYLURQPHQW�LQ�ZKLFK�PHGLD�LV�FUHDWHG����DQ�
HQYLURQPHQW�LQ�ZKLFK�ZH�DUH�OLYLQJ��³'DWD�LV�WKH�SODVWLF�RI�WKH���VW�FHQWXU\�´�DV�2P�0DOLN�KDV�
VWDWHG��7RQ\�+DLOH��WKH�&(2�RI�&KDUWEHDW��JDYH�D�JUHDW�WDON�WKLV�VXPPHU�RQ�KRZ�UHDO�WLPH�GDWD�
IHHGEDFN�ORRSV�FKDQJH�PHGLD�DQG�LWV�SURGXFWLRQ��VHH��KWWS���KDFNWKHIDFWRU\�FRP���
�
,Q�D�FRQQHFWHG�ZRUOG��WKH�EDUULHU�EHWZHHQ�WKH�GHYLFHV�DQG�QHWZRUNV�RI�SHRSOHV�SHUVRQDO�
OLYHV�DUH�WKHLU�ZRUN�HQWHUSULVH�OLYHV�LV�FRPLQJ�GRZQ��(QWHUSULVH�DSSOLFDWLRQV�DUH�EHLQJ�KHOG�WR�
WKH�GHVLJQ�DQG�XWLOLW\�VWDQGDUGV�IRXQG�LQ�HQG�XVHU�DSSOLFDWLRQV��$GGLWLRQDOO\��VRFLDO�GDWD�DUH�
GULYLQJ�ELJ�EXVLQHVV�GHFLVLRQV��7KHUH�LV�D�GHPDQG�IRU�HQWHUSULVH�SURGXFWV�WKDW�ZRUN�ZLWK��DQG�
DUH�GHVLJQHG�OLNH��FRQVXPHU�IDFLQJ�VHUYLFHV�DQG�QHWZRUNV���%LWO\��&KDUWEHDW�DQG�6RFLDO)ORZ�
FDSLWDOL]H�RQ�WKH�LQWHUVHFWLRQ�RI�HQWHUSULVH�DQG�HQG�XVHU�VHUYLFHV��WKH\�KDYH�WKH�HDVH�RI�XVH�RI�
HQG�XVHU�SURGXFWV�DQG�SURYLGH�HQWHUSULVHV�WKH�LQVLJKW�LQWR�VRFLDO�QHWZRUNV�QHHGHG�WR�PDNH�UHDO�
WLPH�EXVLQHVV�GHFLVLRQV���
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�
1RZ�WKLQN�DERXW�DOO�PHGLD�H[LVWLQJ�RQ�RQH�SODWIRUP��WKH�FRQWHQW�DQG�GDWD�WKDW�LV�EHLQJ�
JHQHUDWHG�DQG�KDUQHVVHG�WKURXJK�FRQQHFWHG�QHWZRUNV��WKH�PDVVLYH�VRIWZDUH�GLVUXSWLRQ�
DFFHOHUDWHG�E\�D�KDUGZDUH�DQG�GHVLJQ�UHYROXWLRQ��WKH�OHDS�IURP�UHTXHVW�UHVSRQVH�WR�HYHQWIXO�
FRPPXQLFDWLRQV��DQG�RXU�DELOLW\�WR�DQDO\VH�DQG�ZRUN�ZLWK�PDVVLYH�DPRXQWV�RI�GDWD��WKH�
QHZ�³VRFLDO�HQWHUSULVH´�²�ZH�KDYH�RSSRUWXQLWLHV�QRZ�WKDW�KDYH�QHYHU�EHHQ�SRVVLEOH��7KH�GDWD�
H[KDXVW�WKDW�ZH�DUH�EXLOGLQJ�DURXQG�DQG�WKH�FROOLVLRQ�RI�DOO�WKLV�PHGLD�LV�PLQG�ERJJOLQJ��:H�DUH�
ZLWQHVVLQJ�D�PDVVLYH�VRIWZDUH�GLVUXSWLRQ�DFFHOHUDWHG�E\�D�KDUGZDUH�WUDQVLWLRQ��,Q�WKH�KLVWRU\�RI�
FRPPXQLFDWLRQV�DQG�PHGLD�WKLV�KDV�QHYHU�KDSSHQHG�EHIRUH��
�

�7KLQN�DERXW�LW��QRW�WRR�KDUG�VR�DV�WR�GLVSHO�WKH�LOOXVLRQ��EXW�MXVW�HQRXJK�WR�OHW�
LW�IORZHU��:H�FDQ��&UHDWH�QHWZRUNV�WKDW�VSDQ�WKH�*OREH�RYHU�IUHH�ZLIL��6WUHDP�
PXVLF�DQG�SDJHV�XS�WR�WKH�ELJ�VFUHHQ�DV�ZH�H[HUFLVH��6HQG�OLYH�YLGHR�DURXQG�
WKH�ZRUOG� RU� SULYDWHO\� IRU� D� VPDOO� JURXS��'UDJ� DQG� GURS� GRFXPHQWV�� VRQJV��
LPDJHV�� LGHDV�� OLQNV�� DOHUWV�� DQG� FRQYHUVDWLRQ�� &XGGOH� ZLWK� RXU� FKLOGUHQ�
DFURVV� WKH� RFHDQV�� 5DOO\� DURXQG� DQ� LGHD� RU� HOHFW� D� SUHVLGHQW� RU� EXLOG� D�
KRVSLWDO�RU�QXUWXUH�RXU� IULHQGV��/LYH�VRPH�SDUW�RI�RXU�GUHDPV�RU� LQYHQW�QHZ�
RQHV������6WHYH�*LOOPRU��KWWS���ELW�O\�\4EL&H�

�
WKH�\HDU�DW�EHWDZRUNV
�
7KH�IOH[LELOLW\�EXLOW�LQWR�EHWDZRUNV�DOORZV�XV�WR�IRFXV�RQ�FRPSDQLHV�DQG�SURGXFWV�WKDW�DUH�
DOLJQHG�ZLWK�WKH�UHDO�ZRUOG�HYROXWLRQ�RI�WKH�IRXU�NH\�GHYHORSPHQWV�GLVFXVVHG�DERYH��:H�WKLQN�
DERXW�EHWDZRUNV�DV�D�QHWZRUN��QRW�RQO\�GR�RXU�FRPSDQLHV�IUHTXHQWO\�ZRUN�WRJHWKHU�EXW�WKH\�
DUH�DOO�EXLOGLQJ�RQ�DQG�JURZLQJ�QHWZRUNV�LQ�VRPH�IRUP�RU�DQRWKHU�DV�D�FRUH�SDUW�RI�WKHLU�YDOXH�
SURSRVLWLRQ��:H�VWUHQJWKHQ�HGJH�FRQQHFWLRQV�WKURXJK�EXVLQHVV�SDUWQHUVKLSV��$3,V��GDWD�GHDOV��
DQG�FRQYHUVDWLRQV�EHFDXVH�WKDW�LV�ZKDW�RXU�QHWZRUN�UHTXLUHV��:H�VSHQW����PRQWKV�EXLOGLQJ�
WKUHH�EHVW�LQ�FODVV�FRPSDQLHV�WKDW�SURYLGH�WRROV�WR�XQGHUVWDQG�VRFLDO�PHGLD�²�ELWO\��&KDUWEHDW��
DQG�6RFLDO)ORZ�²�EHFDXVH�ZH�NQRZ�WKH�LPSRUWDQFH�RI�XQGHUVWDQGLQJ�GDWD��'DWD�LV�WKH�QHZ�
SODVWLF��7KH�QHWZRUN�LV�ERWK�WKH�IUDPH�DQG�WKH�PHWDSKRU�ZH�DUH�EXLOGLQJ�WRZDUGV�DQG�RQ��7KLV�
QHWZRUN�FHQWULF�PRGHO�LV�FRUH�WR�EHWDZRUNV��DQG�D�NH\�FRPSHWLWLYH�DGYDQWDJH�
�
7KH�VWXGLR�FRPSDQLHV��ELWO\��&KDUWEHDW��DQG�6RFLDO)ORZ
�
$V�,�PHQWLRQHG�LQ�WKH�'HFHPEHU�OHWWHU��WKH�VWXGLR�FRPSDQLHV�KDG�DQ�RXWVWDQGLQJ�\HDU��%LWO\�
KLUHG�D�VXSHU��VHDVRQHG�&(2��3HWHU�6WHUQ��ZKR�LPPHGLDWHO\�EHJDQ�WKH�VWHSV�QHFHVVDU\�WR�
JURZ�WKH�FRPSDQ\�IURP�D�PDVVLYHO\�VFDOHG�ZHE�XWLOLW\�WR�D�GDWD�FHQWULF��UHYHQXH�JHQHUDWLQJ�
EXVLQHVV��%\�WKH�HQG�RI�WKH�\HDU��ELWO\�VXSSRUWHG��������ZKLWH�ODEHO�GRPDLQV��DQG�ZDV�
SURFHVVLQJ�PRUH�WKDQ����ELOOLRQ�FOLFNV�D�PRQWK��HQDEOLQJ�VKDULQJ�IRU�RYHU�����ELOOLRQ�PRQWKO\�
XQLTXH�XVHU�FRRNLHV���%HFDXVH�RI�LWV�VFDOH�DQG�WKH�GLYHUVLW\�RI�LWV�GDWD�VRXUFHV��PXFK�RI�7ZLWWHU��
D�ELJ�SLHFH�LQ�)DFHERRN��DOO�RI�)RXUVTXDUH��DQG�D�YHU\�ORQJ�WDLO��ELWO\�LV�WKH�RQO\�XQELDVHG��
LQGHSHQGHQW��ZHE�ZLGH��FURVV�QHWZRUN�GDWDVHW�RI�VRFLDO�SDUWLFLSDWLRQ�DQG�LQWHQW���
�
,QWHJUDWLQJ�LWV�XQLTXH�VHDUFK�HQJLQH�EDVHG�RQ�ELOOLRQV�RI�FOLFNV��ELWO\�ODXQFKHG�D�QHZ�VRFLDO�
�
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PHGLD�PRQLWRULQJ�VHUYLFH��KWWS���WFUQ�FK�]Q�D*,���DV�ZHOO�DV�RWKHU�%�%�VHUYLFHV��DQG�LV�EXLOGLQJ�
RXW�DQ�HQWHUSULVH�VDOHV�WHDP��%LWO\�FORVHG�D�VWUDWHJLF�SDUWQHUVKLS�ZLWK�9HUL6LJQ�DQG�ZRXQG�GRZQ�
LWV�IRUPDO�UHODWLRQVKLS�ZLWK�7ZLWWHU�DV�7ZLWWHU�UROOHG�RXW�LWV�W�FR�OLQN�ZUDSSHU��%\�WKH�WLPH�W�FR�KLW�
PDUNHW��ELWO\�KDG�GLYHUVLILHG�LWV�LQERXQG�OLQN�WUDIILF�VR�WKH�LPSDFW�RQ�ELWO\
V�WUDIILF�ZDV�PLQLPDO��
HYHQ�DIWHU�IXOO�W�FR�GHSOR\PHQW�ELWO\�VWLOO�SRZHUV�����RI�DOO�OLQNV�RQ�7ZLWWHU��V\VWHP�ZLGH��ELWO\�
FOLFNV�DUH�XS�����LQ�WKH�SDVW���PRQWKV��&OLFN�WUDIILF�EDVHG�RQ�OLQN�VKRUWHQLQJ�KDV�FRQWLQXHG�WR�
JURZ�IDVWHU�WKDQ�ZH�H[SHFWHG��DQG�ELWO\�ZLOO�EH�UHOHDVLQJ�D�QHZ�FRQVXPHU�RIIHULQJ�LQ�WKH�ILUVW�
TXDUWHU�RI�WKLV�\HDU��
�
,Q�������&KDUWEHDW�EHFDPH�WKH�³JR�WR´�VHUYLFH�WR�PHDVXUH�DQG�WUDFN�ZKR�LV�RQ�D�VLWH�DQG�
ZKDW�WKH\¶UH�GRLQJ��DOO�LQ�UHDO�WLPH��8QOLNH�SUHYLRXV�JHQHUDWLRQV�RI�DQDO\WLFV�VHUYLFHV��ZKLFK�
IRFXVHG�RQ�UHVHDUFK�GHSDUWPHQWV�DQG�VWUDWHJLVWV��&KDUWEHDW�WDUJHWV�IURQW�OLQH�ZRUNHUV�ZKR�
KDYH�WKH�DELOLW\�WR�LQVWDQWO\�DGDSW�WKHLU�VLWH¶V�FRQWHQW�DQG�SHUIRUPDQFH��7KH�SRZHU�RI�SXWWLQJ�
UHDO�WLPH�GDWD�LQWR�WKH�KDQGV�RI�IURQW�OLQH�ZRUNHUV�LV�SURYHQ�E\�&KDUWEHDW¶V������UHYHQXH�
JURZWK�LQ�������$V�SDUW�RI�D�QHZ�³YHUWLFDO´�VWUDWHJ\��&KDUWEHDW�ODXQFKHG�D�QHZ�VHUYLFH�GLUHFWO\�
WDUJHWLQJ�SXEOLVKHUV�DQG�FRQWHQW�FUHDWRUV��KWWS���QHZVEHDW�FRP���DQG�LQ�DSSUR[LPDWHO\�����GD\V�
1HZVEHDW�UHDFKHG����PLOOLRQ�LQ�DQQXDO�UHFXUULQJ�UHYHQXH��7KLV�\HDU��WKH�YHUWLFDO�VWUDWHJ\�ZLOO�EH�
H[SDQGHG�WR�DGYHUWLVLQJ��JDPLQJ��DQG�VKRSSLQJ��,Q�UHFRJQLWLRQ�RI�WKH�H[FHOOHQW�ZRUN�KH
V�GRQH�
LQ�EXLOGLQJ�UHYHQXH�DQG�SURGXFW�PRPHQWXP��7RQ\�+DLOH�ZDV�SURPRWHG�WR�&(2��
�
6RFLDO)ORZ�EULQJV�ELJ�VFLHQFH��OLQJXLVWLF�DQG�DOJRULWKPLF�VRFLDO�PHGLD�52,�DQDO\VLV��DQG�ELJ�
GDWD��WKH�7ZLWWHU�DQG�ELWO\�ILUHKRVHV��WR�EHDU�RQ�WKH�SUREOHPV�RI�UHDO�WLPH�VRFLDO�PDUNHWLQJ��7KH�
SURGXFW�RIIHUV�XVHUV�WKH�DELOLW\�WR�WDUJHW�WKHLU�PHVVDJHV�LQWR�7ZLWWHU�DQG�)DFHERRN�H[DFWO\�ZKHQ�
SHRSOH�DUH�WDONLQJ�DERXW�WKH�VXEMHFW�PDWWHU�FRQWDLQHG�LQ�WKH�FDQGLGDWH�PHVVDJH��6RFLDO)ORZ�
LV�D�³ULJKW�WLPH´�SODWIRUP��$�SUHPLXP�SURGXFW�IRU�EUDQGV�DQG�DJHQFLHV�LV�LQ�GHYHORSPHQW�DQG�
VKRXOG�EH�UHDG\�DURXQG�PLG�\HDU��7KH�WHDP�FRPSOHWHG�D�6HULHV�$�URXQG�RI�IXQGLQJ�LQ�$SULO��
OHG�E\�6RIW%DQN��DQG�ODXQFKHG�D�PDMRU�UHGHVLJQ�DQG�XSJUDGH�RI�WKH�SURGXFW�LQ�WKH�IDOO��&R�
IRXQGHU�)UDQN�6SHLVHU�VWHSSHG�XS�WR�WKH�&(2�UROH��DQG�WKH�WHDP�JUHZ�UHPDUNDEO\��ZLWK�
FXUUHQW�KHDGFRXQW�DW�DERXW�����7KH�WHDP¶V�IRFXV�QRZ�LV�RQ�VDOHV�DQG�PDUNHWLQJ��ZKLFK�ZLOO�
EH�VXSSRUWHG�E\�VRPH�DGGLWLRQDO�VDOHV�KLUHV��5HYHQXH�FRQWLQXHV�WR�JURZ�DV�WKH�WHDP�FORVHV�
GHDOV�ZLWK�ELJ�EUDQGV�DQG�DJHQFLHV��DQG�WKH\�DUH�UHDG\LQJ�D�SUHVV�SXVK�IRU�WKHLU�EURDG�UHOHDVH�
RI�WKH�VHOI�VHUYLFH�DSSOLFDWLRQ��7KH�VFLHQFH�WHDP�FDQ�SUHGLFW�VRFLDO�PHGLD�VXFFHVV�WR�D�YHU\�
DFFXUDWH�GHJUHH�DQG�WKHUH�ZLOO�EH�VRPH�SUHVV�RQ�WKDW�LQ�WKH�FRPLQJ�PRQWKV�DV�LW�LV�PDGH�
DYDLODEOH�WKURXJK�VFKHGXOHG�IHDWXUH�UHOHDVHV�ZLWK�WKHLU�SURGXFWV��,Q�WKH�LQWHULP�\RX�FDQ�VHH�WKHLU�
ZRUN�DQG�GDWD�LQ�SODFHV�OLNH�WKLV�,QIRUPDWLRQ
V�6RFLDO�+LJKZD\V�KWWS���ELW�O\�$�]%XH�RU�RQ�WKH�
6RFLDO)ORZ�GDWD�EORJ��6RFLDO)ORZ�ZLOO�DOVR�EH�³OHDYLQJ�WKH�QHVW´�VRRQ�²�KDYLQJ�RXWJURZQ�WKH�
EHWDZRUNV�RIILFH��WKH�FRPSDQ\�ZLOO�EH�PRYLQJ�WR�����(DVW���WK�6WUHHW�VKRUWO\�
�
7HDP
�
$V�\RX�PD\�NQRZ��EHWDZRUNV�LWVHOI�HPSOR\V�RQO\����SHRSOH�²�WKH�YDVW�PDMRULW\�RI�WKH������
SHRSOH�LQ�RXU�RIILFH�ZRUN�GLUHFWO\�IRU�RXU�VWXGLR�FRPSDQLHV��,Q������ZH�KDG�VHYHUDO�FKDQJHV�WR�
WKH�WHDP��WKH�PRVW�QRWDEOH�RI�ZKLFK�WRRN�SODFH�LQ�6HSWHPEHU�ZKHQ�$QG\�:HLVVPDQ�PRYHG�WR�
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8QLRQ�6TXDUH�9HQWXUHV��$QG\�PDGH�D�JUHDW�FRQWULEXWLRQ�WR�EHWDZRUNV��EXW�DIWHU�IRXU�\HDUV�KH�
FRQFOXGHG�WKDW�KH�UHDOO\�ZDQWHG�WR�EH�D�YHQWXUH�LQYHVWRU�DQG�LW�ZDV�WLPH�IRU�KLP�WR�IROORZ�WKDW�
SDWK��:H�PDGH�WKH�QHFHVVDU\�FKDQJHV�DQG�WKH�WUDQVLWLRQ�ZDV�VPRRWK��-RVK�$XHUEDFK��ZKR�KDV�
EHHQ�ZLWK�EHWDZRUNV�IRU�PRUH�WKDQ���\HDUV��DQG�ZLWK�ZKRP�,¶YH�ZRUNHG�IRU����\HDUV��VWHSSHG�
XS�DV�&)2��DQG�6DP�0DQGHO�FDPH�RQ�ERDUG�WR�UXQ�GHDOV�DQG�0	$��%RWK�-RVK�DQG�,�KDYH�
ZRUNHG�ZLWK�6DP�IRU�D�ORQJ�WLPH��EHJLQQLQJ�DW�$2/�DQG�PRVW�UHFHQWO\�WKURXJK�KLV�UROH�LQ�FKDUJH�
RI�EXVLQHVV�DQG�RSHUDWLRQV�DW�7ZHHW'HFN��ZKHUH�KH�KHOSHG�OHDG�WKH�VDOH�WR�7ZLWWHU���
�
%HWDZRUNV�DQG�RXU�LQ�KRXVH�FRPSDQLHV�FRQWLQXH�WR�DWWUDFW�VRPH�RI�WKH�PRVW�WDOHQWHG�SHRSOH�
LQ�RXU�LQGXVWU\��,Q�0D\��6XPPHU�%HGDUG�MRLQHG�RXU�GHVLJQ�WHDP�RI�1HLO�DQG�-DVRQ��:H�UHFHQWO\�
EURXJKW�RQ�1LFN�&KLUOV�DV�DQ�DQDO\VW�WR�KHOS�$QWRQLD�$EUDKDP�DQG�-RVK�RQ�WKH�ILQDQFH�DQG�
LQYHVWPHQW�VLGH��/DVW��ZH¶YH�MXVW�ZHOFRPHG�/DXUHQ�3LD]]D�DV�RXU�QHZ�RIILFH�PDQDJHU��UHSODFLQJ�
1LFROH�)UDQG�ZKR�PRYHG�WR�D�NH\�UROH�DW�7HFK6WDUV��-RQDWKDQ�%DVNHU�FRQWLQXHV�WR�OHDG�DQG�
LQQRYDWH�DV�93�RI�3HRSOH��KHOSLQJ�LQ�HYHU\WKLQJ�SHRSOH�UHODWHG��IURP�VWDIILQJ�WR�VSDFH��7KH�
EHWDZRUNV�WHDP�LV�PRUH�DOLJQHG�DQG�HQHUJL]HG�WKDQ�HYHU�EHIRUH��
�
6HHG�LQYHVWPHQWV�DQG�WUDQVDFWLRQV
�
1HZ�VHHG�LQYHVWPHQWV�FRPSOHWHG�E\�EHWDZRUNV�LQ������ZHUH��/XOR�,QF���SURGXFW��2Q6ZLSH���
%ORRP�6WXGLR��)LYHVWDU��2QHJRRGPRYLH���%.&2��&OLSERDUG��(YHUODQH��9HUL��3XQFK�0HGLD��
-XVW�PH��3LFWXUHOLIH��/DVFDX[��SURGXFW��0L[HO���/HDUQEDW��SURGXFW��6KRZ�PH���3LLFWX��,)777��
DQG���LQYHVWPHQWV�WKDW�DUH�QRW�\HW�DQQRXQFHG��:H�GLG�IROORZ�RQ�LQYHVWPHQWV�LQ�WKH�IROORZLQJ�
FRPSDQLHV��H[FOXGLQJ�IROORZ�RQV�LQ�WKH�DERYH�OLVWHG�FRPSDQLHV��.LFNVWDUWHU��'DLO\%RRWK��([)0��
(PEHGO\��3LQJSLQ��SURGXFW��'LWWR���6XSHUIHHGU�DQG�<LHOGERW��
�
,Q�RQH�IRUP�RU�DQRWKHU��DOO�RXU�LQYHVWPHQW�FRPSDQLHV�DUH�EXLOGLQJ�RXW�DVSHFWV�RI�WKH�QHWZRUNV�
ZH�GLVFXVVHG�LQ�WKLV�OHWWHU�
�
:H�ZHUH�LQYROYHG�LQ�VHYHUDO�WUDQVDFWLRQV�ZLWK�RXU�FRPSDQLHV�LQ�������PRVW�QRWDEO\�WKH�VDOHV�
RI�7ZLWWHUIHHG�WR�ELWO\�LQ�0DUFK��RI�7ZHHW'HFN�WR�7ZLWWHU�LQ�0D\��DQG�RI�*URXS0H�WR�6N\SH�LQ�
6HSWHPEHU��)LQDOO\��ZH�VROG�RXU�VKDUHV�RI�*URXSRQ�LQ�WKH�SXEOLF�PDUNHW�LQ�1RYHPEHU�DQG�LQ�
'HFHPEHU�ZH�FRPSOHWHG�D�SULYDWH�VDOH�RI�WKH�PDMRULW\�RI�RXU�VWDNH�LQ�7ZLWWHU��
�
EHWDZRUNLQJ�LQ�����
�
,�ORYH�ZKDW�ZH�GR�DW�EHWDZRUNV��WKLV�\HDU�PRUH�WKDQ�HYHU��,�JHW�WR�ZRUN�ZLWK�DPD]LQJO\�WDOHQWHG�
SHRSOH�WKDW�QHYHU�FHDVH�WR�LPSUHVV�PH��7KLV�\HDU�ZH�EHJDQ�WR�VHH�WDQJLEOH�UHWXUQV�IURP�RXU�
GHFLVLRQ�WR�LQYHVW�LQ�WKH�UHDO�WLPH�VRFLDO�ZHE��D�WUHQG�WKDW�ZH�LGHQWLILHG�ILYH�\HDUV�DJR��:H�
ZHUH�RQH�RI�WKH�ILUVW�LQ�WKLV�VSDFH�ZLWK�WKH�ULJKW�WKHVLV�DQG�D�GLVUXSWLYH�PRGHO��1HZ�<RUN�DV�
D�WHFKQRORJ\�KXE�KDV�WDNHQ�RQ�D�OLIH�RI�LWV�RZQ�DQG�RXU�VWXGLR�SURYLGHV�XV�ZLWK�D�SODWIRUP�
WR�PDNH��EXLOG��LQYHVW��EX\��DQG�VHOO�SURGXFWV�DQG�DVVHWV�DV�WKH�LQGXVWU\�HYROYHV�DURXQG�XV��
$W�HDFK�VWHS�EHWDZRUNV�EHFRPHV�PRUH�FHQWUDO�WR�WKH�1HZ�<RUN�WHFK�FRPPXQLW\��LW�LV�QR�
FRLQFLGHQFH�WKDW�ZH�DUH�EDVHG�LQ�RQH�RI�WKH�PRVW�YLEUDQW�DQG�FUHDWLYH�FLWLHV�LQ�WKH�ZRUOG�
�
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6LQFH�ZH�EHJDQ�WKLV�MRXUQH\�ZH�KDYH�SURGXFHG�HLJKW�FRPSDQLHV��DPRQJ�WKRVH����KDYH�EHFRPH�
FDWHJRU\�OHDGLQJ�VRFLDO�WRROV����ZHUH�DFTXLUHG��DQG���DUH�MXVW�WDNLQJ�RII��:H�UDLVHG�����PLOOLRQ�
IURP�WHUULILF�LQYHVWRUV��2XU�H[LWV�ODVW�\HDU�JDYH�XV�WKH�FDSLWDO�WR�UHWXUQ�DOO�LQYHVWHG�FDSLWDO��DQG�
WKHQ�VRPH��DQG�VWLOO�UHWDLQ�FDSLWDO�RQ�WKH�EDODQFH�VKHHW��7ZR�ZHHNV�DJR�ZH�FORVHG�D�QRWH�
WKDW�SHUPLWWHG�LQYHVWRUV�WR�SXW�UHWXUQHG�FDSLWDO�EDFN�LQWR�EHWDZRUNV���$QG�LW�LV�VWLOO�HDUO\�GD\V��
:H�HQWHU�WKLV�QHZ�\HDU�ZLWK�D�PRGHO�WKDW�ZRUNV��D�VHDVRQHG�WHDP�ZKR�NQRZ�KRZ�WR�VFDOH�
EXVLQHVVHV��DQG�PRUH�FDVK�RQ�WKH�EDODQFH�VKHHW�WKDQ�HYHU�EHIRUH��:H�KDYH�UHDFKHG�WKH�SRLQW�
ZKHUH�EHWDZRUNV�FDQ�RSHUDWH�DV�DQ�HYHUJUHHQ�YHKLFOH�²�D�WUXH�FRPSDQ\��QRW�D�IXQG��$Q\�
IXWXUH�FDSLWDO�UDLVHV�ZLOO�EH�EDVHG�RQ�VWUDWHJLF�RSSRUWXQLW\�DQG�JHDUHG�WRZDUGV�VFDOLQJ�WKH�YDOXH�
RI�WKH�EHWDZRUNV�SODWIRUP��
�
,Q�������ZH�ORRN�IRUZDUG�WR�EXLOGLQJ�DQG�LQYHVWLQJ�LQ�FRPSDQLHV�DURXQG�WKH�WKHPHV�RXWOLQHG�
DERYH��:H�ZLOO�FRQWLQXH�WR�ZRUN�ZLWK�WKH�PRVW�WDOHQWHG�SHRSOH�DQG�PRVW�SURPLVLQJ�LGHDV��:H�
ZLOO�VWDUW�FRPSDQLHV�LQ�KRXVH�DQG�FRQWLQXH�WR�LQYHVW�LQ�VHHG�VWDJH�FRPSDQLHV��WR�DFFHOHUDWH�
WKH�SDFH�RI�GHYHORSPHQW�DQG�WKH�GLYHUVLILFDWLRQ�RI�WKH�VWDJH�RI�WKH�FRPSDQLHV�ZH�ZRUN�ZLWK�LQ�
KRXVH��ZH�SODQ�WR�DFTXLUH�DGGLWLRQDO�DVVHWV�WKDW�ZLOO�EHFRPH�SDUW�RI�WKH�RZQHG�DQG�RSHUDWHG�
FRUH�RI�FRPSDQLHV�DW�EHWDZRUNV��7R�WKDW�HQG��ZH�DUH�LQ�GLVFXVVLRQV�DERXW�VRPH�H[FLWLQJ�
RSSRUWXQLWLHV��DQG�LQ�'HFHPEHU�ZH�FORVHG�D�VPDOO�WUDQVDFWLRQ�WR�DFTXLUH�PDMRULW\�RZQHUVKLS�LQ�D�
QHZ�VRFLDO�SODWIRUP��:H�DUH�QRW�UHDG\�WR�WDON�DERXW�LW�\HW�EXW�LW�VXIILFHV�WR�VD\�ZH�DUH�VPLWWHQ�
�
$QG�DV�HYHU�ZH�ZLOO�FRQWLQXH�WR�DSSURDFK�HYHU\WKLQJ�ZLWK�D�VLQJXODU�IRFXV��WKH�VRFLDO�,QWHUQHW��
:H�DUH�PDNHUV��ZH�FUHDWH�FRPSDQLHV��VFDOH�JHUPV�RI�LGHDV�DQG�FUDIW�WKH�IXWXUH�RI�WKH�VRFLDO�
ZHE�RQH�JRRG�LGHD�DW�D�WLPH��:H�ZDQW�WR�PDNH�VWXII�WKDW�PDWWHUV�
�
0RUH�GLVFXVVLRQ�RI�WKH�WKHPHV�GLVFXVVHG�LQ�WKLV�OHWWHU�ZLOO�WDNH�SODFH�WKLV�6SULQJ�DW�EHWDGD\��
RXU�DQQXDO�IRUXP��7KH�JRDO�RI�EHWDGD\�KDV�DOZD\V�EHHQ��DQG�ZLOO�FRQWLQXH�WR�EH��WR�EULQJ�
FRPSDQLHV��LQYHVWRUV��ELJ�WKLQNHUV��GRHUV��EXLOGHUV�DQG�SOD\HUV�WRJHWKHU�WR�H[FKDQJH�LGHDV��:H�
HQFRXUDJH�WKH�H[FKDQJH�RI�LQIRUPDWLRQ�DQG�IRVWHU�WKH�GHYHORSPHQW�RI�KLJKHU�OHYHO�LGHDV�DQG�
WUHQGV��:H�ORRN�IRUZDUG�WR�FRQWLQXLQJ�WKH�FRQYHUVDWLRQ�RI�WKLV�OHWWHU��DQG�VHHLQJ�\RX�DW�EHWDGD\��
)LQDOO\�ZH�ZLOO�GR�D�VKDUHKROGHU�4��FDOO�LQ�0DUFK��ZLWK�GHWDLOV�WR�FRPH�FORVHU�WR�WKH�GDWH�
�
2Q�EHKDOI�RI�WKH�HQWLUH�WHDP�DW�EHWDZRUNV��ZH�DSSUHFLDWH�\RXU�RQJRLQJ�VXSSRUW��
�
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