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%YRQGY FRQYHUWLEOH WR UDZ PDWHULDOV LQ WKH
FROQYHUWLEOH WR VKDUHV DQG RUGLQDU\ ERQGV

5REHUW 5BQRV]
$*+ 8QLYHUVLW\ 'HSDUWPHQW RI (FRQRPLFV DQG ODQDJHPHQW LQ ,QGXVWU\ $0 OLFNLH:

$EVWUMKAW DUWLFOH SUHVHQWY DQ DQDO\WLV RI ERQGY FRQYHUWLEOH WR U
ERQGYVY DQG ERQGY FRQYHUWLEOH WR VKDUHV 7KH DXWKRU RI WKH SXEOLFDW
DQ HQWHUSULVH LVVXLQJ ERQGY DQG D ERQGKROGHU ZRXOG UHFHLYH DV HJ
XVLQJ YDULRXV DIRUHPHQWLRQHG VRXUFHV RI IRUHLJQ FDSLWDO 7KH DU
LQWURGXFWLRQ KHUHWR RXWOLQHV VRPH JHQHUDO DVVXPSWLRQV DQG WKH
DUWLFOH LQFOXGHVY WKH DVVXPSWLRQV IRUWKH DIRUHPHQWLRQHG FRPSDUD\
YDULDEOHYVY DV WKH SULFH RI UDZ PDWHULDOV VKDUHY DQG RSHUDWLQJ FRYV
WKH\ VKRXOG EH GLVWULEXWHG VR WKDW RQ WKH EDVLVY WKHUHRI WKH ILQDO
&DUOR PHWKRG 7KH WKLUG SDUW RI WKH VWXG\ IRFXVHV RQ WKH H[DPLQDWL
WR UDZ PDWHULDOV LQ WKH FRQWH[W RI RUGLQDU\ ERQGV DQG ERQGV FRQ’®
DQDO\VLV LV WKH 139 KLVWRJUDP IRU SDUWLFXODU VRXUFHV RI ILQDQFLQJ
SUREDELOLW\ RI RFFXUULQJ LQGLYLGXDO 139 YDOXHV 7KH ODVW SDUW FRQV

T QWURGXFWLRQ ,QLWLDO DVVXPSWLRQV IRU W]

7KH ILQDQFLQJ RI PLQLQJ LQYHVWHHIQ W VI LLFL RQF\ RRIl WLKQH PNRWH QW LV
LPSRUWDQW ILQDQFLDO SUREOHP VIRFWE H \L @KHY BVRRQL VEKX WL Q DQR WKH |
LQGXVWU\ $PRQJ WKH WRROV |RAKH LIQDYQPLVDRB HIQOW H V WRHIGWS/U R I L W D E (
DUH ERQGV ZKLFK KDYH EHHQ MAKH® HRRUHVIKHIKHQ@WO2QH RI WKH |
LQ WKH ODVW IHZ \HDUV E\ ERWK BRWKREWD QRBUIRVWILPOWILQUQNKH HIILF
FRPSDQLHV  7KHLU VXFFHVV UHVX0 W KHPE®EINHMHRPN WRBRBXH EDVHG F
IOH[LELOLW\ DQG WKH UHODWLYH®VRRARZRVWKRI13KHY ASDOWBQFHG E
'XH WR WKHLU KLJK SRSXODULW)\ BAKHWKRIUIRRIHIFWM VER QG HADSWIHRWM | R U F
LV GHYHORSLQJ DQG KHQFH QHZ PYWLRAVWDRIEN KIPEFBSHEDO DQG V
7KH DGGLWLRQDO RSWLRQV ORZHUKWYXHDBRNWORH MENWDL & ERVMKEV ODV
LQ FRQWUDVW ZLWK RWKHU ERQI®FWRWKRXXH VWRK WRISMWLRRQWXUH RI
7KH PRVW SRSXODU RSWLRQV HPEHGGEPE® GAFERBGVWRQPQXGKHH RQO\ F
D SRVVLELOLW\ RI FKDQJLQJ FR @ERQWBNL R GHEWAW BADRH \EROIQEHN DQG EF
7KH DXWKRU RI WKLV SXEOLFDWPR® HWH O OEHDHDWH W RMH @ RAGWR FRQV
FRQYHUWLEOH WR UDZ PDWHULDOR/I \WKLLMV DENDOXRH® WRDREWKLY WKFE
VROXWLRQ UHWDLQV WKH IHDWXUS$RN R L EHOrHH UW KHR Q R 1 WM L&IDUHO R RRHAN K R
DQG WKXV ORZHUV WKH LQWHUHVW KHQ WHKHXGMWE W | VW KX U D@ D 6 RPLSD UWHK® C
WR D UHJXODU FRUSRUDWH ERQG (>13® 7KH SXUSRVH RI WKLV
DUWLFOH LV WR FRPSDUH WKH ER QG VXHRW RHW KH. E D FWV\R KIDEZ MIKM HRDLUDXDHN
ZLWK RUGLQDU\ ERQGV DQG ERQGSVLFR@IHUWDIUEO HD Q\GR OVHKBIWDHR | RSH UL
LQ WKH FRQWH[W RI EHQHILWYV GW R LFYKD3 JFH VELRQVWK KW kKSHH WIVR/G HRU W KH D
DQG ERQGKROGHU $V LOOXVWUDWH® XK KV RHSHLQ RO DW ICR Ql HFBEPSWOW R
LW ZDV DVVXPHG WKDW D PLQLQJ $RB EOWR H/&K X® 0 QFH WKHKH ORRQVGH &DUOF
LVVXHU DQG DQ HOHFWULF SRZHU WRR SDQD WK H\E EFRGKRIGHY LW LV F|
LWV LQSXW SDUDPHWHUV WDEOH
WKH GLVWULEXWLRQ Rl UDQGRP IDF

&RUUHVSRQGLQJ DXWKRU UUDQRV]#DJK HGX SO
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WDEOH ,Q WKH FDVH Rl WKH SURB 8 HR | ER0ZGRDRMR-QYHDLONDR 8 G HS WIRFH D Z P
RI VKDUH LW ZDV DVVXPHG WKDWDWKHER QR EDER QY MU \& LK OH MWERX WK R Q H \
LV WKH UHJXODU GLVWULEXWLRREWEKHWHG \EXFWKSDEDBWWHYUWR D F
DV WKH H[SHFWHG YDOXH DQG VWRGGWHKE FLHML.OWERRSDQ® VXKD WEH EL
EH HVYWDEOLVKHG ZKHUHDV LQ WHKHEDPBOM RLW EB\R BBV R WSLHFIL GRI\GWW K D'
LW ZDV DVVXPHG WKDW LW LV WKH @XH\DWQBKQIW/ GALK/WRXIKX BR 8@ QV ZKRIQWH
WKH PLQLPXP PD[LPXP DQG PRV \W\NE&HREDEGKR 9GOXHD SREZHU SODQW
QHHG WR EH GHWHUPLQHG )XUWHKHUPRUBLQW ZRNSGBFLUAHGMKKD®HOL Y
WKH ERQGKROGHU VKDOO FRQYHD®QGGHEW LDV KH DZY QW MUKIDO® W K H
DW WKH WLPH ZKHQ WKH PDUNHW CSWHBHDRO WIKH ERD GHRO-BHID Y KDO O
EHFRPHY SURILWDEOH DQG KHQFHADKM V& KIHE W/ L PUHH ZHH.Y FWV B HS B D WN R WW K H
SULFH Rl WKH UDZ PDWHULDO H[ABH®R W KMKARIPRIQM RRQ WKHFARQYH U
LQFUHDVHG E\ WKH DPRXQW RI WKH ORVW SURILWV LQ WKH IRUP
RI'WKH LQWHUHVW 7KH ERQGKROGHY 0ZD\V, F K

RI WKH GHEW $ VLPLODU DVVXPSWE fﬁﬂ%ﬁ%eﬁﬁ LY_HJIB%EH YN R Lo
ERQGY FRQYHUWLEOH WR VKDUHV XNz#yH Y DL R XMk W\ED HRI ERQC
WKH DPRXQW RI WKH ORVW SURILWYV ZDV QRW L

GHFLGHG WKDW WKH ERQGKROGH! L‘O’k’\ﬂa MS%@Q%Q@&@'DW%%&%%%EQ

VKDUHV DQG VKDOO GHULYH SU
DFF UuGbD LWK DVVXI

GXH WKHUH WR >
@ LQ WKH SUHYLRXV FKDSWHU
7DEOHQLWLDO DVVXPSWLRQV IRU WKH FD 0¥ K&8DM LROWHYDWHSH WKH EHQHILWYV
PD\ REWDLQ ZHUH DQDO\WHG 7KH UH

9DULDEOH 8QLW 9POXHLY WKH 139 KLVWRJUDP IRU SDUWLF
1RI)3|E(%||:_)|(F)D\>/|;NO)S(EU?LIR:S\HEDR%\(/S@ %&L’%{XUH DQG H[SHFWHG YDOXHV WDE
TXPEHU RI LVVXHG EROG s GLIIHUHQFHV EHWZHHQ WKH

CROYHUVLRO IDFWRU ILQDQFLQJ WKH SUREDELOLW\

SURYLGHG WR VKRZ WKH SRVVLE

,QLWLDO SULFH |[SHU VKOQUH ZI?VV]'%‘{
,QLWLDO PDUNHW|SY3IHAHO$®@U UDZ
PDWHULDO

Q WKH LQGLYLGXDO GLYLVLRQV

,QLWLDO RSHUDWLQJ FRVW >3/1 0J@

QWHUHVW UDWHV RQ@RQGV

QFRPH WD] > @

2ZQ FDSLWDO FRQWULEXWLRQ >WKV 3/1@

5DLVHG FDSLWDOVKV 3/1@

$&& > @

ERQGYV FRQYHUWLEOH WR UDZ PDWHULDOV DQG VKDUHYV
6RXUFH DXWKRUYfV RZQ VWXG\

7TDEOBDUDPHWHUY GHILQLQJ WKH GLVWULEXWLRQ RI WKH DGRSWHG
YDULDEOHV

9D ULDI|E S\TVUFLIE%RA}JLQ?FE?HWHUV GHILQLQJ WKH GLVWULEXWLRQ
oGDUEXUH 39 KLYWRJUDP IRU SDUWLFXODU W\:
([SHFWHG \D@\,’Xa DWERQG LVVXHU
ZKDOJH RI 6RXUFH DXWKRUYTV RZQ VWXG\
WKH S|UL
SHU Usz'ﬁup':o
PDWHULDO

(ISHFWHG Y D%\%BSDGVI\:/)LURGQ

&KDQJH RI
WKH S|ULFRIUPDQOO
SHU VKDUH

ORVW
OLQLP PSUREDEOglLLPXP
&KDQJH RI
RSHUDWWQ@LDQJXODU
FRVWV

ERXUFH DXWKRUTV RZQ VWXG\ )LJXUI—BUREDELOLW\ GLVWULEXWLRQ IRU WK

2Q WKH EDVLV Rl WKH DGRSWHGVR%\Vg% f(\L/ Ej\g%% s ERQG LVVXI

D FRPSDULVRQ EHWZHHQ LQGLYLGX §) zpv
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7TDEOH([SHFWHG YDOXH RI FDVK IORZV IRU WKH ERQG LVVXHU
IRU SDUWLFXODU VRXUFHV RI IRUHLJQ FDSLWDO

7\SH Rl ERQG 8QLW ( 134

2UGLQDU\ ERQGVWKYV B/1@

%RQGV FRQYHUWMROW P/R @DZ
PDWHULDOV

%RQGV FRQYHUWLMROW P/HR @
VKDUHYV

6RXUFH DXWKRUTV RZQ VWXG\

2Q WKH EDVLV RI WKH DQDO\WLV LW LV HYLGHQW WKDW IURP
WKH SRLQW Rl YLHZ RI WKH ERQG LVVXHU WKH PRVW EHQHILFLDO

VRXUFH RI ILODQFLQJ IRU WKH DGt S PYNXRS Wi o s'%Qﬂ%QFggou W

WKH ERQGV FRQYHUWLEOH WR UDZrEOMEE LD VHG WR
LQYHVWPHQWY )LQDQFLQJ WKUFRXIKEH u@,,n@@w

LV DOVR D JRRG VROXWLRQ ZKHUHDV WKH XVH
FRQYHUWLEOH WR VKDUHV LV GHILQ{KY 6%‘0\)’\@1 Bh
$FFRUGLQJ WR ILJXUH WKH SUR
YDOXH H[FHHGV 3/1 PLOOLRQ LQ™MKRH EBQﬁNﬁO\f%‘#
LV QHDUO\ ZKHUHDV LQ WKH FBYRH WR &
DQG ERQGV FRQYHUWLEOH WR UDZ &R WuY veNHRW MWRplo
7KH UHVXOW REWDLQHG IRU WKH ODVW RI WKH DERYH PHQWLRQHG
VRXUFHV Rl ILQDQFLQJ PLQLQJ LQYHVWPHQWY LV WKH OHDVW
EHQHILFLDO PRVWO\GXH WR WKH IDFW WKDW WKH ERQGV KHOG E\ WKH
ERQGKROGHU DUH FRQYHUWHG LQWR WKH HTXLW\ Rl WKH FRPSDQ\
DQG WKXV WKH ZHLJKWHG DYHUDJH FRVW RI WKH FDSLWDO RI WKH
LQYHVWPHQW XQGHUWDNHQ LV LQFUHDVHG 6LQFH WKH ERQGKROGHU
EHFRPHV D VKDUHKROGHU LQ WKH PLQLQJ FRPSDQ\ LW LV
DOVR HQWLWOHG WR D GLYLGHQG L H D VKDUH LQ SURILWYV DQG WKXV
WKH PLQLQJ FRPSDQ\ VKDOO EH REOLJHG WR DOORFDWH VRPH SDUW
RI LWV SURILWV IRU WKH SD\PHQW RI VXFK D GLYLGHQG WR WKH ERQG
DFTXLUHU

7KH LVVXHU RI GHEW VHFXULWLHV LV QRW WKH RQO\ HQW LW\

GHFLGLQJ DERXW WKH FKRLFH RI WKH, L

7KH GHFLVLRQ LV DOVR WR EH Wfﬁ\%ﬁgt‘jﬁ%{ %&E\%BL'?EIEVL‘J’LVF\{,SH RS
7KH DLP RI VXFK IRUHLJQ FDSLWDO6 KO0 T R, P W VN
DQG PD[LPLVH WKH SURILW 'HSHQGLQJ RQ WKH ERQ

WKH SURILWV VKDOO EH DW GLITHUHQW OHE(CHI-QS’HFWHKBK\I-DGX)PVHIR:IDERCD@R\Z'

FRQYHUWLEOH WR UDZ PDWHULDOVIWK\MKERE@@RRW#U VIR G50 Ud\H 6 X QP
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SURILWVY DSDUW IURP WKH U LOWHUHVW. 7L WK
7\.$.El R ERIE BL 2 LT3
WKH SRVVLELOLW\ RI D GHEW WR RO Y HUMERG
R GIQDIUL BTG K L~
DW D IL[HG FRQYHUVLRQ SULFH z.\(,/kri Z s U
WR SXUFKDVH WKH UDZ PDWHULD \%&\ZLBO% Llyﬁ' 882 DQ
WKH VHWWOHPHQW SULFH HIIHFWESHGEW Prol It Ropdw Wi g WKH{FDVH
RI ERQGV FRQYHUWLEOH WR VKDUHM¥pDSWUW IURP WKH LQWHUHYW DW

WKH WLPH RI WKH GHEW WR VKDUHBERGVHOYWRRU WKRE @ QWKEWRU VKDOO
DOVR GHULYH SURILWV IURP WKH GLYLGHQG GXH WKHUHWR

,Q WKH FDVH RI RUGLQDU\ ERQGV WKHHERIDGXRWY ¥ HRU WKHIO DQABIPYY YM H[S
SURILWV IURP WKH LQWHUHVW $VWEHVERLQYW R R Y IWKAH BRR BEH \VBRQIGKR C
WKH SDUWLFXODU VRXUFHV RI ILOBBRFY D4 RBWH WEHMHYY FIRWPH DU PRV W
7KH UHVXOW RI WKLV DQDO\VLV F¥HWKHHFR @6 RKRWEQ"MZB%QQUEH ERQGV
SDUWLFXODU W\SHV Rl ERQGV |L32>Mﬁ4-QD|§J(\gG RGSE ¥ wkHEHY DO vVOH DV W
WDEOH 7R EHWWHU LOOXVWUDBWMXWKHDGE PV H WKV ERHVE KERPGS H U
WKH H[DPLQHG VRXUFHV RI ||.QDN9H:Hi_QQWWKHVWURaQLV\EPU®Q\B\DQ FDSLWEL
GLVWULEXWLRQ ZDV DOVR SURYLEHG/'WWRHVNREZ WKPWSRYGLEDOLWRQGV

RI UHDFKLQJ WKH 139 ZLWKLQ WAHKRHAMNWH PRAYRPEGELYLBRVIO/ IRFBOWLRQ LQ FI
ILIXUH DPRQJ WKRVH OLVWHG RUGLQDU\ ER
WR WKH LQYHVWRU
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6 XPPDU\

7KLY DUWLFOH zZDV DLPHG DW FRPSDULQJ WKUHH VRXUFHYV

RI FDSLWDO LQ WKH IRUP RI ERQGY FRQYHUWLEOH WR UDZ PDWHULDOYV
ERQGY FRQYHUWLEOH WR VKDUHV DQG RUGLQDU\ FRUSRUDWH ERQGYV
2Q WKH EDVLV RI WKH REWDLQHG UHVXOWY ERQGV FRQYHUWLEOH
WR UDZ PDWHULDOV DUH WKH PRVW EHQHILFLDO W\SH RI ERQGV
IRU WKH PLQLQJ FRPSDQ\ IURP WKH SRLQW RI YLHZ

RI WKH H[SHFWHG YDOXH RI WKH GLVFRXQWHG FDVK IORZV UHFHLYHG
EDVHG RQ WKH ORQWH &DUOR PHWKRG ZKHUHDV ERQGV
FROQYHUWLEOH WR VKDUHV DUH WKH OHDVW EHQHILFLDO VROXWLRQ
7TKH VLWXDWLRQ FKDQJHV ZKHQ WKH LQYHVWPHQW LV FRQVLGHUHG
IURP WKH SRLQW RIl YLHZ RI WKH ERQGKROGHU ,Q WKLV FDVH
ERQGY FRQYHUWLEOH WR UDZ PDWHULDOV DUH WKH PRVW
DGYDQWDJHRXV VROXWLRQ WKHQ ERQGV FRQYHUWLEOH WR VKDUHYV
DQG ILQDOO\ RUGLQDUN ERQGY DV WKH ZRUVW VROXWLRQ
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