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7DEOH�RI�FRQWHQWV
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�� ,QWURGXFWLRQ�DQG�REMHFWLYH�RI�SDSHU'XULQJ�WKH������,0,$�PHHWLQJ�LQ�6WRFNKROP��D�ZRUNLQJ�JURXS�ZDV�IRUPHG�WR�DQDO\VH�WKH�LVVXH�RIGHFOLQLQJ� WHFKQLFDO� H[SHUWLVH� LQ� WKH� LQVXUDQFH� DQG� UHLQVXUDQFH� LQGXVWULHV� HQJLQHHULQJ� OLQH� RIEXVLQHVV��$�ZRUNJURXS�RI�VL[�LQVXUDQFH�DQG�UHLQVXUDQFH�SURIHVVLRQDOV�ZDV�IRUPHG�WR�GLVFXVV�WKLVWRSLF�LQ�PRUH�GHWDLO�7KH�REMHFWLYH�RI�WKLV�SDSHU�LV�WR�GHVFULEH�WKH�LVVXH�RI�GHFOLQLQJ�WHFKQLFDO�H[SHUWLVH�LQ�WKH�LQGXVWU\�WR� LGHQWLI\� WKH� FDXVH�DQG� WR� H[SORUH� SRVVLEOH� VROXWLRQV� WR� VHFXUH�DQG� IXUWKHU� GHYHORS� WHFKQLFDOH[SHUWLVH�LQ�HQJLQHHULQJ�LQVXUDQFH�7KH� SDSHU� LV� GHVLJQHG� WR� LQIRUP� LQWHUHVWHG� SDUWLHV� DERXW� WKH� FKDUDFWHULVWLFV� DQG� SRWHQWLDO� RIHQJLQHHULQJ� LQVXUDQFH� DQG� VKRXOG� EH� XVHG� DV� DQ� LQWHUQDO� IUDPHZRUN� E\� LQVXUDQFH� DQGUHLQVXUDQFH�FRPSDQLHV�IDFHG�ZLWK�WKH�LVVXH�RI�GHFOLQLQJ�WHFKQLFDO�H[SHUWLVH� LQ�WKHLU�HQJLQHHULQJLQVXUDQFH�XQLWV�
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�� 7KH�SUREOHP��FDXVH�DQG�FRQVHTXHQFHV�RI�GHFOLQLQJWHFKQLFDO�H[SHUWLVH�����7KH�SUREOHP�RI�GHFOLQLQJ�WHFKQLFDO�H[SHUWLVH
(QJLQHHUV�DV�NQRZOHGJH�FDUULHUV�¤�ZK\")RU� WKH�PRVW�SDUW�� WKH�NQRZOHGJH�FDUULHUV� LQ�HQJLQHHULQJ� LQVXUDQFH�DUH�DQG�DOZD\V�KDYH�EHHQHQJLQHHUV��%HIRUH�H[SORULQJ�ZD\V� WR� GHDO�ZLWK� WKH�GHFOLQH�RI� WHFKQLFDO� NQRZ�KRZ�� WKH�TXHVWLRQVKRXOG�EH�H[DPLQHG�ZKHWKHU�HQJLQHHUV�DUH�QHHGHG�DW�DOO� LQ�HQJLQHHULQJ�LQVXUDQFH�DQG��LI�VR��LQZKDW�DUHD�&XUUHQWO\�� HQJLQHHUV� HPSOR\HG� LQ� WKH� LQVXUDQFH� LQGXVWU\� KDYH� YDULRXV� EDFNJURXQGV� DQG�PDQ\GLIIHUHQW�VNLOOV��9LUWXDOO\�DOO�HQJLQHHULQJ�GLVFLSOLQHV�DUH�UHSUHVHQWHG��H�J��FLYLO��FKHPLFDO��HOHFWULFDO�HOHFWURQLF��JHRWHFKQLFDO��K\GUDXOLF��PHFKDQLFDO��PDULQH��PLQLQJ�DQG�VWUXFWXUDO��7KHVH�VSHFLDOLVWVDUH�HPSOR\HG� LQ�YDULRXV�DUHDV��DQG� WKH�IROORZLQJ�VHFWLRQ�GHVFULEHV� WKH� UROH�RI�HQJLQHHUV� LQ� WKHIRXU� PDLQ� DUHDV� RI� HQJLQHHULQJ� LQVXUDQFH�� L�H�� FODLPV� LQYHVWLJDWLRQ� DQG� FODLPV� KDQGOLQJ�XQGHUZULWLQJ��ULVN�FRQWURO�DQG�SUHYHQWLRQ�DQG�ULVN�LQVSHFWLRQ�
� &ODLPV�LQYHVWLJDWLRQ�DQG�FODLPV�KDQGOLQJ:KLOH�WKH�HQJLQHHU©V�UROH�LQ�SURFHVVLQJ�FODLPV�LV�YDULHG��WKH�SULPDU\�WDVN�LV�WR�LGHQWLI\�WKH�IXOOH[WHQW�RI�GDPDJH��L�H��FDXVDWLRQ��QDWXUH�DQG�SURFHGXUH�RI�UHSDLU�RI�GDPDJH�DQG�FRQWURO�RI�WKHTXDQWXP��,QYHVWLJDWLRQV�PXVW�EH�FRQGXFWHG�WR�HVWDEOLVK�WKH�H[DFW�FDXVH�RI�IDLOXUH�DQG�REWDLQD�GHWDLOHG�XQGHUVWDQGLQJ�RI�FDXVHV�LQ�RUGHU�WR�HVWDEOLVK�WKH�GLIIHUHQW�OLDELOLWLHV�LQYROYHG�,�W LV�LPSHUDWLYH�IRU�WKH�HQJLQHHUV�WR�PRQLWRU�DOO�DFWLYLWLHV�LQYROYHG�GXULQJ�WKH�UHSDLU�SURFHGXUHDQG�WR�DWWHQG�WHVWLQJ�DQG�FRPPLVVLRQLQJ�RI�PDFKLQHV�RQFH�UHSDLUV�KDYH�EHHQ�FRPSOHWHG�� 8QGHUZULWLQJ0DQ\�GLUHFW�LQVXUHUV�DQG�UHLQVXUHUV�HPSOR\�HQJLQHHUV�DV�XQGHUZULWHUV��RU�DGYLVRUV�WRXQGHUZULWHUV���ZKHUH�WKHLU�WDVN�FRPSULVHV�WKH�SUHSDUDWLRQ�RU�LGHQWLILFDWLRQ�RI�Ö ULVN�SURILOHVÖ ULVN�KD]DUGV�UHTXLULQJ�VSHFLDO�FRQVLGHUDWLRQÖ ULVNV�WKDW�QHHG�WR�EH�H[FOXGHG�RU�UHVWULFWHGÖ SUREDEOH�DQG�SRVVLEOH�ORVV�IHDWXUHV�DSSOLFDEOH�WR�ULVN�IDFWRUV(QJLQHHUV�DUH�DOVR�H[SHFWHG�WR�LGHQWLI\�DQG�DSSUDLVH�WHFKQRORJLFDO�GHYHORSPHQWV�LQ�DOOHQJLQHHULQJ�GLVFLSOLQHV�DV�ZHOO�DV�GHILFLHQFLHV��ZHDNQHVVHV�DQG�DEQRUPDO�KD]DUGV�DIIHFWLQJ�DJLYHQ�ULVN��&RQFHUQLQJ�WKH�FRPPHUFLDO�RU�FRQWUDFWXDO�DVSHFWV�LQYROYHG�LQ�WKLV�DUHD��H�J�SUHPLXP�FDOFXODWLRQ�DQG�ZRUGLQJ�LVVXHV��WKH\�DUH�DOVR�REOLJHG�WR�XQGHUJR�VHYHUDO�\HDUV©WUDLQLQJ�WR�HQVXUH�WKDW�WKH\�KDYH�WKH�QHFHVVDU\�LQ�GHSWK�NQRZOHGJH�DQG�VRXQG�XQGHUZULWLQJVNLOOV�
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� 5LVN�FRQWURO���ORVV�SUHYHQWLRQ7KH�HQJLQHHU©V�FRUH�DVVLJQPHQW�LV�WR�LGHQWLI\�ULVN�IDFWRUV�DQG�HYDOXDWH�SRWHQWLDO�ORVVHV�XQGHUWKH�UHOHYDQW�LQVXUDQFH�SROLF\��3K\VLFDO�DQG�PRUDO�DVSHFWV�DV�ZHOO�DV�PDLQWHQDQFHSURJUDPPHV�DUH�RI�NH\�IDFWRUV�WR�FRQVLGHU�LQ�WKLV�SURFHVV�(QJLQHHUV�PXVW�IRFXV�WKHLU�HIIRUWV�RQ�ORVV�SUHYHQWLRQ�DQG�DYRLGDQFH��ZKLFK�LQ�LWVHOISUHVXSSRVHV�WKDW�WKH�SRWHQWLDO�RULJLQ�RI�D�JLYHQ�ORVV�LV�ILUVW�LGHQWLILHG�DQG�WKDW�SURFHGXUHVDQG�RU�DFWLYLWLHV�DUH�LPSOHPHQWHG�WR�HOLPLQDWH�RU�PLQLPLVH�DQ\�SRVVLEOH�DGYHUVH�HIIHFWV�� 5LVN�LQVSHFWLRQV,Q�$QJOR�$PHULFDQ�FRXQWULHV��LQVSHFWLRQV�IRU�ERLOHUV�DQG�FHUWDLQ�W\SHV�RI�PDFKLQHU\�WHQG�WR�EHPDQGDWRU\�DQG�DUH�FRQGXFWHG�E\�LQVXUDQFH�FRPSDQLHV��,Q�VRPH�(XURSHDQ�FRXQWULHV��WKLVWDVN�LV�WDNHQ�RYHU�E\�LQGHSHQGHQW�FRQWURO�RIILFHV��VXFK�DV�WKH�¦7HFKQLVFKHhEHUZDFKXQJVYHUHLQ§�LQ�*HUPDQ\��,QVXUDQFH�FRPSDQLHV�KDYH�DOVR�GHYHORSHG�DFWLYLWLHV�LQWKLV�ILHOG��HYHQWXDOO\�WKURXJK�VXEVLGLDULHV��HPSOR\LQJ�QXPHURXV�HQJLQHHUV�IURP�DOO�GLVFLSOLQHV�
7R�EH�D�VXFFHVVIXO�ULVN�FDUULHU� LQ�HQJLQHHULQJ�EXVLQHVV��DQ� LQVXUHU�FOHDUO\�PXVW�KDYH�HQJLQHHUVRQ� LWV�VWDII��7KH� LGHQWLILFDWLRQ��DSSUDLVDO�DQG�FRQWURO� RI� ULVNV� DORQJVLGH� FODLPV� LQYHVWLJDWLRQ�DQGUHSDLU�PRQLWRULQJ�DUH�DOO�SDUW�RI�WKH�MRE�GHVFULSWLRQ�IRU�LQVXUDQFH�HQJLQHHUV��ZKR�ZRUN�LQ�FORVH�FR�RSHUDWLRQ�ZLWK�WKH�LQVXUHG©V�HQJLQHHUV��ORVV�DGMXVWHUV��EURNHUV�RU�GLUHFWO\�ZLWK�ULVN�PDQDJHUV�
%HIRUH� WKLV� VHWWLQJ�� LW� EHFRPHV� FOHDU� WKDW� WRGD\©V� HQJLQHHUV� DUH� IRFXVHG� QRW� RQO\� RQ� WHFKQLFDODVSHFWV�EXW�DOVR�RQ� OHJDO� LVVXHV� �H�J��ZRUGLQJV�� DQG� FRPPHUFLDO� FULWHULD�� VXFK�DV�XQGHUZULWLQJULVN� DSSHWLWH�� 0RUHRYHU�� DGYDQFHG� ORVV� RI� SURILW� DQG� GHOD\� LQ� VWDUW�XS� FRYHUV� UHTXLUH� D� VRXQGXQGHUVWDQGLQJ� RI� EDODQFH� VKHHWV� DQG� SURILW� DQG� ORVV� VWDWHPHQWV�� (QJLQHHULQJ� LQVXUDQFH� EHLQJRQH� RI� WKH�PRVW� JOREDO� EXVLQHVV� VHJPHQWV�� DQ� H[FHOOHQW� NQRZOHGJH� RI� VHYHUDO� ODQJXDJHV� LV� DPXVW� LQ� LQWHUQDWLRQDO�HQJLQHHULQJ�EXVLQHVV��)LQDOO\�� WKH�DELOLW\� WR�ZRUN�ZHOO� LQ�D� WHDP�URXQGV�RIIWKH�GHPDQGLQJ�UHTXLUHPHQW�SURILOH�RI�DQ�HQJLQHHU�ZRUNLQJ�LQ�WKH�LQVXUDQFH�EXVLQHVV�
7KH�SUREOHP0RUH� WKDQ� RWKHU� LQGXVWULHV�� WKH� LQVXUDQFH� LQGXVWU\� LV� EDVHG� RQ� H[SHULHQFHV�PDGH� LQ� WKH� SDVW�(PSLULFDO�YDOXHV�DUH�XVHG�WR�GHYHORS�PRGHOV�DQG�WHFKQLTXHV�ZLWK�ZKLFK�WR�HVWLPDWH�DQG�KDQGOHIXWXUH� ORVVHV�DQG�FODLPV��5HWDLQLQJ�KLVWRULFDO� GDWD� DQG�NQRZOHGJH� LV� WKHUHIRUH�NH\� WR� HQVXULQJORQJ�WHUP�SURILWDELOLW\�DQG�D�KLJK�TXDOLW\�FOLHQW�VHUYLFH�
,Q� HQJLQHHULQJ� LQVXUDQFH� LQ� SDUWLFXODU�� WKHUH� LV� DQ� XUJHQW� QHHG� WR� DGDSW� TXLFNO\� WR� WHFKQLFDOGHYHORSPHQWV� DQG� LQGXVWU\� WUHQGV�� DQG� WR� LQFOXGH� ILQGLQJV�PDGH� LQ� WKHVH�DUHDV� LQWR�ZRUGLQJV�FODXVHV�DQG� FODLPV�DGMXVWPHQWV��7R�VHFXUH�DQG�GHYHORS� WHFKQLFDO� DQG� LQVXUDQFH� NQRZ�KRZ� LVWKHUHIRUH�RI�FUXFLDO�LPSRUWDQFH��DQG�RSWLRQV�PXVW�EH�GHYHORSHG�WR�UHWDLQ�WKH�NQRZ�KRZ�FXUUHQWO\DYDLODEOH�LQ�HQJLQHHULQJ�LQVXUDQFH��7KLV�LV�DOO�WKH�PRUH�XUJHQW�VLQFH�QRW�RQO\�KDUG�VWDWLVWLFDO�GDWDEXW�RWKHU�DVSHFWV�RI�H[SHUWLVH�DUH�RI�HTXDO�LPSRUWDQFH��DQG�PXFK�RI�WKLV�LQIRUPDWLRQ�DQG�VNLOO� LV
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FXUUHQWO\�FRQFHQWUDWHG�RQ�D�OLPLWHG�QXPEHU�RI�SHUVRQV��8QGHQLDEO\��WKLV�UHSUHVHQWV�D�VXEVWDQWLDORSHUDWLRQDO� ULVN�� 2QH� HIIHFWLYH� ZD\� WR� UHGXFH� RSHUDWLRQDO� H[SRVXUH� LV� WR� GHYHORS� DQG� UHFUXLWTXDOLILHG�SHUVRQQHO�
�����7KH�FDXVH�RI�GHFOLQLQJ�WHFKQLFDO�H[SHUWLVH+DYLQJ�LGHQWLILHG�WKH�LVVXH�RI�GHFOLQLQJ�WHFKQLFDO�H[SHUWLVH�LQ�HQJLQHHULQJ�LQVXUDQFH��WKH�QH[W�VWHSLV� WR� H[DPLQH� WKH� FRQWULEXWLQJ� FDXVHV� IRU� WKLV� WUHQG�� ,Q� JHQHUDO�� WKH� FDXVHV� LGHQWLILHG� KHUH� DUHVLPLODU�WR�WKRVH�H[LVWLQJ�LQ�RWKHU�OLQHV�RI�EXVLQHVV�DQG�RUJDQLVDWLRQV��(YHQ�VR��WKH�FRQVHTXHQFHV�VHH�VHFWLRQ������DUH�PRUH�VHYHUH�LQ�HQJLQHHULQJ�LQVXUDQFH��VLQFH�WKH�WLPH�UHTXLUHG�WR�UHJDLQ�DQDGHTXDWH�OHYHO�RI�H[SHUWLVH�LV�JHQHUDOO\�PXFK�ORQJHU�WKDQ�LQ�RWKHU�OLQHV�RI�EXVLQHVV�
0LJUDWLRQ�RI�NQRZ�KRZ7KH�PDLQ�UHDVRQ�IRU�GHFOLQLQJ�H[SHUWLVH�LV�WKH�PLJUDWLRQ�RI�NQRZOHGJH�FDUULHUV�DQG�H[SHULHQFHGVWDII� LQWR� WZR�SRVVLEOH� GLUHFWLRQV� �VHH�)LJXUH� ���� 7KH� LQGLYLGXDOV� FRQFHUQHG� HLWKHU�PRYH� WR� WKHPDQDJHPHQW�OHYHO�RU�WR�DQRWKHU�OLQH�RI�EXVLQHVV�ZLWKLQ�WKH�VDPH�RUJDQLVDWLRQ��RU�WKH\�WDNH�RQ�DSRVLWLRQ�LQ�DQRWKHU�FRPSDQ\��5HWLUHPHQW�DOVR�FRQWULEXWHV�WR�WKH�NQRZOHGJH�GUDLQ�

)LJXUH����0LJUDWLRQ�RI�NQRZOHGJH�FDUULHUV7KHUH�DUH�PDQ\�UHDVRQV�IRU�WKLV�SKHQRPHQRQ��UDQJLQJ�IURP�FDUHHU�RSSRUWXQLWLHV�LQ�DQRWKHU� OLQHRI�EXVLQHVV�¤�PDLQO\�SURSHUW\��VLQFH�HQJLQHHUV�WHQG�WR�EH�ZHOO�HGXFDWHG��DQDO\WLFDO�DQG�HTXLSSHGZLWK� WKH� QHFHVVDU\� XQGHUZULWLQJ� H[SHUWLVH� ¤� WR� ODFNLQJ� FDUHHU� RSSRUWXQLWLHV� DQG� SRVVLEO\� WKHDEVHQFH� RI� SUHVWLJH� LQ� WKH� LQVXUDQFH� RUJDQLVDWLRQ�� VLQFH� HQJLQHHULQJ� LV� UHJDUGHG� DV� D� QLFKHPDUNHW�
,QVXIILFLHQW�GHYHORSPHQW�RI�NQRZ�KRZ��WUDLQLQJ7KH�UDSLG�WHFKQLFDO�GHYHORSPHQWV�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\�DQG�WKH�FKDQJLQJ�HQYLURQPHQW�IRUFRQVWUXFWLRQ�SURMHFWV��H�J��ZLWK�SURMHFW� ILQDQFH�DQG� WXUQNH\�SURMHFWV�� UHTXLUH�RQJRLQJ� WUDLQLQJ�RILQVXUDQFH� VWDII�� 8QIRUWXQDWHO\��PDQ\� LQVXUHUV� DQG� UHLQVXUHUV� KDYH� FXW� WKHLU� WUDLQLQJ� EXGJHWV� LQ
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UHFHQW� \HDUV�� WKXV� DFKLHYLQJ� VDYLQJV� LQ� WKH� VKRUW� WHUP� EXW� DW� WKH� VDPH� WLPH� WULJJHULQJ� KXJHGHILFLWV�LQ�VHFXULQJ�DQG�GHYHORSLQJ�LQVXUDQFH�DQG�HQJLQHHULQJ�NQRZ�KRZ��ZKLFK�LQ�WXUQ�PD\�KDYHDQ�LPSDFW�RQ�WKH�ORQJ�WHUP�SURILWDELOLW\�RI�WKH�HQJLQHHULQJ�LQVXUDQFH�EXVLQHVV�)LJXUH� �� VKRZV� D� VLJQLILFDQW� GHFOLQH� LQ� WKH� QXPEHU� RI� SDUWLFLSDQWV� DWWHQGLQJ� 6,7&� �6ZLVV,QVXUDQFH�7UDLQLQJ�&HQWUH��EHWZHHQ������DQG�������7KH�ILJXUH�DOVR�UHYHDOV�D�VKLIW�LQ�WKH�W\SH�RIPDUNHWV�UHSUHVHQWHG�E\�WKH�SDUWLFLSDQWV��:KLOH�FRPSDQLHV�LQ�HVWDEOLVKHG�PDUNHWV�RIWHQ�VHQW�WKHLUVWDII�RQ�FRXUVHV�SULRU�WR�������WKHVH�ILJXUHV�KDYH�GURSSHG�VKDUSO\�VLQFH�WKHQ��GXH�WR�FRVW�FXWWLQJSURJUDPPHV��&RPSDULQJ�WKHVH�QXPEHUV�ZLWK�WKH�0XQLFK�5H�WUDLQLQJ�VWDWLVWLFV��D�VLPLODU�WUHQG�FDQEH�REVHUYHG� LQ� WKH�\HDU�������ZKHUH�D� UHGXFWLRQ�RI�VRPH�����DJDLQVW� WKH�SUHYLRXV�\HDU�ZDVREVHUYHG��%RWK�VWDWLVWLFV�LQGLFDWH�D�UHFRYHU\�LQ�������ZLWK�D�PRUH�SURQRXQFHG�LQFUHDVH�RI�0XQLFK5H©V�ILJXUHV�
)LJXUH���� 6,7&�WUDLQLQJ�VWDWLVWLFV
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1RWH���7KH�GHSDUWPHQW�5LVN�DQG�.QRZOHGJH�FXUUHQWO\�PDQDJLQJ�WKH�WUDLQLQJV�KDV�EHHQ�FUHDWHG�LQ�������3ULRU�WR�WKLV�GDWH�WKH�FRXQWLQJRI�WKH�SDUWLFLSDQWV�ZDV�GRQH�RQ�D�GHFHQWUDOLVHG�EDVLV�&RQFHQWUDWLRQ�RI�NQRZ�KRZ�RQ�LQGLYLGXDO�NQRZOHGJH�FDUULHUV%DVHG� RQ� WKH� LQFUHDVLQJ� GLYHUVLILFDWLRQ� RI� WKH� HQJLQHHULQJ� LQVXUDQFH� EXVLQHVV� DQG� RQ� WKHUHGXFWLRQ�RI�H[SHUWLVH�WKURXJKRXW�RUJDQLVDWLRQV� LQ�JHQHUDO��D�JUHDW�GHDO�RI�VSHFLILF�NQRZ�KRZ� LVFRQFHQWUDWHG� RQ� LQGLYLGXDOV� LQ� D� VLQJOH� ORFDWLRQ�� $V� PHQWLRQHG� EHIRUH�� WKLV� KHLJKWHQV� WKHRSHUDWLRQDO�ULVN�DQG�UHGXFHV�DQ\�RSSRUWXQLW\�RI�FURVV�IHUWLOLVDWLRQ�
6KRUWDJH�RI�HQJLQHHUV�RQ�WKH�PDUNHW�SUHYHQWV�QHZ�UHFUXLWPHQWV1HZ�HQJLQHHUV�PXVW�EH�UHFUXLWHG�WR�VWDELOLVH�DQG�GHYHORS�UHVRXUFHV�LQ�HQJLQHHULQJ�LQVXUDQFH�2QH�SUREOHP�RI�UHFUXLWLQJ�DGHTXDWH�QXPEHUV�RI�HQJLQHHUV�LV�WKH�DOUHDG\�OLPLWHG�QXPEHU�RIHQJLQHHULQJ�VWXGHQWV�DQG�JUDGXDWHV�RQ�WKH�PDUNHW��7KH�IROORZLQJ�TXRWHV�JLYH�D�JRRG�UHIOHFWLRQ�RIWKH�FXUUHQW�VLWXDWLRQ�� 7KH�¦(QJLQHHUV©�$VVRFLDWLRQ§��9',��LQ�*HUPDQ\��¦����RI�WKH�FRPSDQLHV�LQ�WKH�VXUYH\�VD\WKH\�IDFH�SUREOHPV�LQ�ILOOLQJ�RSHQ�SRVLWLRQV�IRU�HQJLQHHUV��7KH�FRPSDQLHV�FRQVLGHU�WKH�OLPLWHGLQWHUHVW�LQ�WHFKQLFDO�VWXGLHV�DQG�WKH�LQVXIILFLHQW�PDQDJHPHQW�TXDOLILFDWLRQ�RI�FDQGLGDWHV�WR�EHWKH�PDLQ�UHDVRQV�IRU�WKHLU�SUREOHPV�WR�ILOO�WKHLU�RSHQLQJV��¦� 7KH�¦&HQWUDO�%XUHDX�IRU�6WDWLVWLFV§�LQ�WKH�1HWKHUODQGV��$�VLPLODU�WUHQG�LV�HYLGHQW�LQ�WKH1HWKHUODQGV��$V�VKRZQ�LQ�)LJXUH����WKH�QXPEHU�RI�JUDGXDWHV�LQ�WHFKQLFDO�VWXGLHV�FRQWLQXHV�WRGHFUHDVH�HYHQ�WKRXJK�RYHUDOO�VWXGHQW�QXPEHUV�DUH�LQFUHDVLQJ�

)LJXUH����6WXGHQW�QXPEHUV�LQ�WKH�1HWKHUODQGV
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'HYHORSPHQW�RI�VWXGHQW�QXPEHUV���1HWKHUODQGV
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1XPEHU�RI�VWXGHQWV���7RWDO 1XPEHU�RI�VWXGHQWV���(QJLQHHULQJ1XPEHU�RI�VWXGHQWV���(OHFWURQLFV 1XPEHU�RI�VWXGHQWV���&LYLO�(QJLQHHULQJ
� 2UJDQLVDWLRQ�IRU�(FRQRPLF�&R�2SHUDWLRQ�DQG�'HYHORSPHQW��2(&'��UHSRUW��¦7KH�HGXFDWLRQOHYHO�RI�\RXQJ�SHRSOH�ZDV�QHYHU�DV�KLJK�DV�LW�LV�WRGD\��0RUH�WKDQ�D�TXDUWHU�������RI�WKH¦2(&'§�SRSXODWLRQ�DJHG����WR����KDG�D�FRPSOHWHG�WHUWLDU\�OHYHO�HGXFDWLRQ�LQ������DQG�DERXWRQH�ILIWK�RI�DOO�XQLYHUVLW\�JUDGXDWHV�REWDLQ�GHJUHHV�LQ�VFLHQFH�DQG�HQJLQHHULQJ�§� ¦2(&'§�2EVHUYHU���86�1DWLRQDO�6FLHQFH�)RXQGDWLRQ��¦����RI�VFLHQFH�DQG�HQJLQHHULQJ�3K'VZHUH�ZRUNLQJ�RXWVLGH�WKHLU�ILHOG�RI�WUDLQLQJ��FKLHIO\�IRU�ILQDQFLDO�UHDVRQV��D�FKDQJH�LQSURIHVVLRQDO�LQWHUHVWV�RU�ODFN�RI�RSSRUWXQLWLHV�LQ�WKHLU�ILHOG��$�VLJQLILFDQW�SRUWLRQ�RI�WKHP�DUH�QRWILQGLQJ�MREV�LQ�RFFXSDWLRQV�WKDW�DUH�FORVHO\�UHODWHG�WR�WKHLU�VWXGLHV��7KLV�PLJKW�VLJQDO�DQRWKHUSUREOHP��D�PLVPDWFK�EHWZHHQ�ZKDW�WKH�PDUNHW�QHHGV�DQG�LV�ZLOOLQJ�WR�SD\�DQG�WKH�VNLOO�VHWV�LQWHUHVWV�DQG�VDODU\�DVSLUDWLRQV�WKH�JUDGXDWHV�KDYH�§$QDO\VLQJ�WKHVH�TXRWHV��D�VKRUWDJH�RI�HQJLQHHUV�LV�HYLGHQW�DQG�ZLOO�QRW�EH�VROYHG�RQ�D�VKRUW�WHUPEDVLV�FRQVLGHULQJ�WKH�JUDGXDWH�QXPEHUV��1HYHUWKHOHVV��WKH�PHQWLRQHG�PLVPDWFK�EHWZHHQDFTXLUHG�DQG�UHTXLUHG�VNLOOV�SXWV�WKLV�VKRUWDJH�LQWR�SHUVSHFWLYH�
7KH�WUHQG�RI�D�VKRUWDJH�RI�HQJLQHHUV�RQ�D�ZRUOG�ZLGH�EDVLV�LV�HYHQ�PRUH�HYLGHQW�LQ�GHYHORSHGFRXQWULHV��7KLV�LV�PDLQO\�GXH�WR�WKH�IDFW�WKDW��DVVXPLQJ�D�FRQVLVWHQW�QXPEHU�RI�VWXGHQWV��WKHUH�LVKLJK�GHPDQG�SDUWLFXODUO\�IURP�WKH�VHUYLFHV�LQGXVWU\�IRU�JUDGXDWHV�WUDLQHG�LQ�EXVLQHVV�DQG�ILQDQFH�7KLV�SURPSWV�D�UHGXFWLRQ�LQ�WKH�QXPEHU�RI�ILUVW�\HDU�VWXGHQWV�LQ�HQJLQHHULQJ�VWXGLHV�DQG�DFRUUHVSRQGLQJ�VKLIW�WR�ILQDQFH�RULHQWHG�VWXGLHV��,Q�DGGLWLRQ��HQJLQHHULQJ�KDV�WKH�UHSXWDWLRQ�RIEHLQJ�D�KDUG�GLVFLSOLQH�WR�VWXG\��ZLWK�ORZ�VDODU\�H[SHFWDWLRQV�DW�WKH�HQG�&RQYHUVHO\��WKH�GHPDQG�IRU�JUDGXDWHV�ZLWK�DQ�HQJLQHHULQJ�EDFNJURXQG�LV�KLJKHU�LQ�HPHUJLQJPDUNHWV��ZKHUH�VWXGHQWV�DUH�PRUH�PRWLYDWHG�WR�EHFRPH�HQJLQHHUV�DV�D�UHVXOW��5HFUXLWPHQW�RIJUDGXDWH�DQG�H[SHULHQFHG�HQJLQHHUV�LV�WKXV�HDVLHU�LQ�HPHUJLQJ�PDUNHWV��ZKHUH�WKH�VHUYLFHVLQGXVWU\��H�J��LQVXUDQFH�DQG�EDQNV��LV�VWLOO�LQ�D�GHYHORSLQJ�SKDVH�DQG�KDV�OHVV�H[SHUWLVH�WRWUDQVIHU�
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$SDUW�IURP�WKH�ODFN�RI�JUDGXDWHV��WKHUH�LV�DOVR�D�VKRUWDJH�RI�H[SHULHQFHG�HQJLQHHUV�ZKR�FRXOG�EHUHFUXLWHG�IRU�HQJLQHHULQJ�LQVXUDQFH��7KH�GLIIHUHQW�WDVNV�DQG�VNLOO�VHWV�ODUJHO\�GHSHQG�RQ WKHVSHFLILF�MREV�GHVFULEHG�LQ�VHFWLRQ������(YHQ�VR��WKH�LQGXVWU\�FRQWLQXHV�WR�IRFXV�RQ�H[SHULHQFHGHQJLQHHUV�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\��SUHIHUDEO\�ZLWK�SURMHFW�PDQDJHPHQW�DQG�VLWH�ZRUNH[SHULHQFH�RI���WR����\HDUV��$QRWKHU�DVSHFW�WR�FRQVLGHU�LV�WKH�IDFW�WKDW�HQJLQHHUV�DUH�KDUGO\DZDUH�RI�WKH�MRE�RSSRUWXQLWLHV�H[LVWLQJ�LQ�WKH�LQVXUDQFH�LQGXVWU\��DQG�DIWHU���WR����\HDUV�RI�ILHOGH[SHULHQFH��WKH\�PDNH�FRPSDUDWLYHO\�H[SHQVLYH�VWDII��SDUWLFXODUO\�FRQVLGHULQJ�WKDW�LQVXUHUV�VWLOOQHHG�WR�LQYHVW�VXEVWDQWLDOO\�LQ�WKHLU�HGXFDWLRQ�WR�PDNH�WKHP�H[SHULHQFHG�XQGHUZULWHUV�
�����&RQVHTXHQFH�RI�D�GHFOLQH�LQ�WHFKQLFDO�H[SHUWLVH7KH� FRQVHTXHQFHV� RI� D� GHFOLQH� LQ� WHFKQLFDO� H[SHUWLVH� HLWKHU� WKURXJK� D� ODFN� RI� UHVRXUFHV� RUUHGXFHG�WUDLQLQJ�DUH�VHYHUH��7KLV�FDQ�EH�VHHQ��IRU�H[DPSOH��IURP�WKH� LQFUHDVLQJ�WUHQG�WR�UHKLUHUHWLUHG�H[SHUWV�ZLWK�WKH�DVVLJQPHQW�WR�IHHG�LQ�WKHLU�NQRZ�KRZ�DQG�H[SHUWLVH�LQWR�GDLO\�EXVLQHVV��$ODFN�RI�TXDOLILHG�UHVRXUFHV�LPSDLUV�WKH�TXDOLW\�RI�XQGHUZULWLQJ�DQG�WKXV�DIIHFWV�UHVXOWV��7KLV�PD\SURPSW�WKH�EHJLQQLQJ�RI�D�YLFLRXV�FLUFOH��VLQFH�SRRU�UHVXOWV�OHDG�WR�EXGJHW�UHVWULFWLRQV�DQG�WKXV�WRUHGXFHG�WUDLQLQJ�DQG�TXDOLILHG�KLUHV��ZKLFK�LQ�WXUQ�DIIHFWV�XQGHUZULWLQJ�TXDOLW\�DQG� OHDGV�WR�SRRUUHVXOWV��VHH�)LJXUH����

)LJXUH����9LFLRXV�FLUFOH�RI�UHGXFWLRQ�RI�NQRZ�KRZ
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���3RVVLEOH�VROXWLRQV�WR�VHFXUH�DQG�GHYHORS�WHFKQLFDOH[SHUWLVH7KH�GHFOLQH�LQ�WHFKQLFDO�H[SHUWLVH�SRVHV�D�WKUHDW�WR�WKH�HQJLQHHULQJ�LQVXUDQFH�DQG�PD\�KDYH�DVHYHUH�LPSDFW�RQ�WKH�ORQJ�WHUP�SURILWDELOLW\�RI�WKH�LQVXUDQFH�EXVLQHVV��7KHUHIRUH��ZD\V�KDYH�WR�EHH[SORUHG�LQ�RUGHU�WR�VHFXUH�DQG�GHYHORS�WKH�FXUUHQW�WHFKQLFDO�H[SHUWLVH�
.QRZ�KRZ�PLJUDWLRQ�¤�6ROXWLRQ��3URIHVVLRQDO�GHYHORSPHQW7KH� LQWHUQDO� DQG� H[WHUQDO� PLJUDWLRQ� RI� H[SHULHQFHG� VWDII� UHSUHVHQWV� D� VLJQLILFDQW� GDQJHU� IRUHQJLQHHULQJ�LQVXUHUV��VLQFH�UHSODFHPHQW�WLPHV�DQG�LQ�SDUWLFXODU�WKH�UHSODFHPHQW�RI�NQRZ�KRZ�LVYHU\�GLIILFXOW�DQG�WLPH�FRQVXPLQJ��:D\V�WR�FRXQWHUDFW�WKH�PLWLJDWLRQ�RI�UHVRXUFHV�DQG�NQRZ�KRZDUH�PDQLIROG�DQG�DUH�QR�GLIIHUHQW�IURP�WKRVH�LQ�RWKHU�LQGXVWULHV��7KH�NH\�IDFWRU�LV�WR�PRWLYDWH�DQGGHYHORS�H[SHULHQFHG�VWDII�2QH�SRVVLELOLW\�RI�GRLQJ�WKLV� LV� WR�GHYHORS�FDUHHU�SDWKV� LQ�SDUDOOHO� WR� WKH�PDQDJHPHQW�FDUHHU� LQRUGHU�UDLVH�WKH�VLJQLILFDQFH�RI�D�WHFKQLFDO�FDUHHU�DQG�GHPRQVWUDWH�DSSURSULDWH�UHFRJQLWLRQ�ZLWKLQWKH� RUJDQLVDWLRQ�� 7KLV� FDQ� EH� DFKLHYHG� E\� ODXQFKLQJ� SURIHVVLRQDO� GHYHORSPHQW� SURJUDPPHV�0DQ\� LQVXUDQFH� FRPSDQLHV� KDYH� ODXQFKHG� GHYHORSPHQW� SURJUDPPHV� IRU� WKHLU� H[SHULHQFHGXQGHUZULWHUV�� 7KH� FRQFHSWV� DUH� EDVHG� RQ� WKH� XQGHUVWDQGLQJ� WKDW� XQGHUZULWLQJ� LV� RI� YLWDOLPSRUWDQFH� WR� LQVXUDQFH� FRPSDQLHV� DQG� WKDW� DGHTXDWH� UHFRJQLWLRQ� PXVW� EH� HVWDEOLVKHG�7KHUHIRUH�� VHOHFWHG� H[SHULHQFHG� VWDII� DUH� DSSRLQWHG� NH\� XQGHUZULWHUV�� WKH\� DUH� FRQVLGHUHGH[SHUWV�WKURXJKRXW�WKH�RUJDQLVDWLRQ�DQG�LQFRUSRUDWH�WKHLU�NQRZ�KRZ�DQG�H[SHULHQFH�LQ�LQVXUDQFHSURGXFWV� DQG� XQGHUZULWLQJ� JXLGHOLQHV�� 7KLV� QRPLQDWLRQ� LV� YLHZHG� DV� D� SURPRWLRQ� VLPLODU� WR� DSURPRWLRQ� WR�PDQDJHPHQW��7KLV� DSSURDFK�GHPRQVWUDWHV� WKH� UHFRJQLWLRQ�RI� WKH�XQGHUZULWHUV� E\WRS�PDQDJHPHQW�DQG�RIIHUV�WKH�H[SHUWV�DQ�LQWHUHVWLQJ�DQG�FKDOOHQJLQJ�FDUHHU�RSSRUWXQLW\�,W� LV� XQGHUVWRRG� WKDW� VXFK� GHYHORSPHQW� SURJUDPPHV� LQFUHDVH� WKH� EXGJHW� DQG� FDQ� RQO\� EHODXQFKHG� ZKHQ� WKH� YDOXH� DGGHG� DQG� D� ORQJ�WHUP� SURILWDELOLW\� RI� WKH� OLQH� RI� EXVLQHVV� FDQ� EHSURYHQ� - /Ö 5HFRJQLWLRQ�RI�NQRZOHGJH�FDUULHUV Ö ,QFUHDVH�RI�GHYHORSPHQW�EXGJHWÖ ,GHQWLILFDWLRQ�RI�NQRZOHGJH�FDUULHUVÖ 2IIHULQJ�RI�FDUHHU�SRVVLELOLW\�EHVLGHPDQDJHPHQW�FDUHHUÖ 6DWLVIDFWLRQ�RI�SHUVRQQHO�GHYHORSPHQWQHHGVÖ )DYRXUHG�RSWLRQ�ZKLFK�PRWLYDWHV�DQG�FKDOOHQJHV�XQGHUZULWHUV��LPSURYLQJ�XQGHUZULWLQJTXDOLW\�DQG�UHFRJQLWLRQ,QVXIILFLHQW�GHYHORSPHQW�RI�NQRZ�KRZ��WUDLQLQJ�¤�6ROXWLRQ��2SWLPLVHGHYHORSPHQW�DQG�WUDLQLQJ$V�)LJXUH���LQ�VHFWLRQ�����H[SODLQV��WUDLQLQJ�EXGJHWV�DUH�EHLQJ�FXW�WKURXJKRXW�WKH�LQVXUDQFHLQGXVWU\��7KLV�UHGXFWLRQ�DQG�LQFUHDVLQJ�WLPH�SUHVVXUH�LQ�GDLO\�XQGHUZULWLQJ�ZRUN�KDV�OHG�WR�KLJKHUGHPDQG�IRU�WUDLQLQJ��,Q�RUGHU�WR�UHVSRQG�WR�HPSOR\HHV©�QHHGV��WR�GHYHORS�H[LVWLQJ�NQRZ�KRZ
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IXUWKHU�DQG�WR�VWD\�DEUHDVW�RI�WKH�WHFKQLFDO�GHYHORSPHQWV��WKH�RIIHU�RI�SURIHVVLRQDO�WUDLQLQJVHPLQDUV�IRU�HPSOR\HHV�VKRXOG�EH�HQKDQFHG��DQG�VSHFLDOLVW�PDJD]LQHV�GHDOLQJ�ZLWK�WKH�ODWHVWGHYHORSPHQWV�VKRXOG�EH�PDGH�DYDLODEOH��,Q�DGGLWLRQ��VWDII�VKRXOG�EH�HQFRXUDJHG�WR�YLVLW�VLWHV�DQGUHOHYDQW�H[KLELWLRQV�RQ�D�UHJXODU�EDVLV�LQ�RUGHU�WR�KHOS�WKHP�EXLOG�WKHLU�NQRZOHGJH�DQG�GHYHORSWKHLU�QHWZRUN�ZLWKLQ�WKH�LQGXVWU\�- /Ö +LJKHU�XQGHUZULWLQJ�TXDOLW\�GXH�WRLQFUHDVHG�NQRZ�KRZ�OHDGLQJ�WR�EHWWHUUHVXOWV Ö ,QFUHDVHG�GHYHORSPHQW�EXGJHW
Ö 6DWLVIDFWLRQ�RI�VWDII�GHYHORSPHQW�QHHGVÖ )DYRXUHG�RSWLRQ�ZKLFK�GHYHORSV�NQRZ�KRZ�DQG�IROORZV�WHFKQLFDO�DQG�LQVXUDQFHGHYHORSPHQWV&RQFHQWUDWLRQ�RI�NQRZ�KRZ�RQ�LQGLYLGXDO�NQRZOHGJH�FDUULHUV�¤�6ROXWLRQ�)RFXV�NQRZ�KRZ��IRUP�LQWHUQDO�H[SHUW�JURXSV�DQG�FUHDWH�FHQWUHV�RIFRPSHWHQFH7KH�FRQFHQWUDWLRQ�RQ�LQGLYLGXDO�NQRZOHGJH�FDUULHUV�OHDGV�WR�DQ�RSHUDWLRQDO�ULVN�DQG�VHYHUDOFRPSDQLHV�DUH�ORRNLQJ�LQWR�SRVVLEOH�ZD\V�RI�VROYLQJ�WKLV�LVVXH��7KHUH�LV�D�VWURQJ�WUHQG�WRZDUGVNQRZOHGJH�PDQDJHPHQW�7KLV�FDQ�EH�GRQH�E\�GHYHORSLQJ�D�VWURQJ�QHWZRUN�RI�H[SHUWV�ZLWKLQ�D�FRPSDQ\��L�H��E\�EULQJLQJWRJHWKHU�VHOHFWHG�H[SHULHQFHG�XQGHUZULWHUV�LQ�D�JLYHQ�DUHD�¤�VXFK�DV�WXQQHOV�¤�DV�H[SHUWV�ZLWKFHUWDLQ�UHIHUUDO�ULJKWV�LQ�D�GLYHUVLILHG�RUJDQLVDWLRQ�DJDLQVW�RWKHU�XQGHUZULWHUV��7KLV�HQVXUHV�D�KLJK�TXDOLW\�XQGHUZULWLQJ�VWDQGDUG��7KHVH�UHIHUUDO�SURFHGXUHV�DUH�JHQHUDOO\�DSSOLHG�LQ�FHUWDLQVLWXDWLRQV��H�J��LI�D�VSHFLILF�ULVN�W\SH�RU�D�VXP�LQVXUHG�H[FHHGV�D�JLYHQ�OLPLW�,Q�RUGHU�WR�FRPSRXQG�WKLV�VWULFW�SURFHVV�DQG�WR�VXSSRUW�WKH�XQGHUZULWHUV�ZLWKLQ�DQ�RUJDQLVDWLRQ�VRPH�FRPSDQLHV�KDYH�HVWDEOLVKHG�NQRZOHGJH�QHWZRUNV��7KHVH�YLUWXDO�QHWZRUNV�DUH�ZHE�EDVHGLQWHUQDO�GDWDEDVHV�ZKHUH�LQIRUPDWLRQ�FDQ�EH�FHQWUDOO\�VWRUHG�DQG�DFFHVVHG��DQG�ZKHUHLQIRUPDWLRQ��RSLQLRQV�DQG�H[SHULHQFHV�FDQ�EH�H[FKDQJHG�ZLWKLQ�WKH�FRPSDQ\©V�XQGHUZULWLQJFRPPXQLW\��)XUWKHUPRUH��LQIRUPDWLRQ�VKRXOG�EH�SURGXFHG�WR�WUDQVIHU�WKH�NQRZ�KRZ�IURPLQGLYLGXDO�NQRZOHGJH�FDUULHUV��L�H��H[SHULHQFHG�XQGHUZULWHUV�VKRXOG�IHHG�LQIRUPDWLRQ�LQWRDFFHVVLEOH�GDWDEDVHV�LQ�RUGHU�WR�DOORZ�WKH�HQWLUH�RUJDQLVDWLRQ�WR�EHQHILW�IURP�LW�DQG�WR�UHGXFH�WKHRUJDQLVDWLRQDO�ULVNV� - /Ö 5HGXFWLRQ�RI�RSHUDWLRQDO�ULVN Ö 7LPH�FRQVXPLQJ�DQG�FRPSOH[�SURFHVVLQYROYLQJ�RUJDQLVDWLRQDO�FKDQJHVÖ +LJKHU�XQGHUZULWLQJ�TXDOLW\�OHDGLQJ�WREHWWHU�UHVXOW Ö )DYRXUHG�RSWLRQ�ZKLFK�LQFUHDVHV�XQGHUZULWLQJ�TXDOLW\
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6KRUWDJH�RI�HQJLQHHUV�RQ�WKH�PDUNHW�SUHYHQWLQJ�QHZ�UHFUXLWPHQWV�¤6ROXWLRQ��$WWUDFW�HQJLQHHUV�IRU�LQVXUDQFH�DQG�UHLQVXUDQFH�LQGXVWU\2QH�LGHQWLILHG�SUREOHP�ZDV�WKH�VKRUWDJH�RI�HQJLQHHULQJ�JUDGXDWHV�FRPELQHG�ZLWK�D�FHUWDLQPLVPDWFK�RI�VNLOOV�DQG�TXDOLILFDWLRQV��$FFRUGLQJ�WR�WKH�PHQWLRQHG�¦2(&'§�UHSRUW��LW�LV�QRW�UHDOO\�DODFN�RI�HQJLQHHULQJ�JUDGXDWHV�EXW�UDWKHU�D�PLVPDWFK�RI�WKH�VNLOO�VHW��7KHUHIRUH��WKH�LQVXUDQFHLQGXVWU\�DQG�WKH�XQLYHUVLWLHV�KDYH�WR�ZRUN�FORVHU�WRJHWKHU�DQG�GHYHORS�ZLQ�ZLQ�VLWXDWLRQV�IRU�ERWKSDUWLHV�DQG�IRU�WKH�JUDGXDWHV��7KH�HDUOLHU�WKH�WZR�LQVWLWXWLRQV�VKDUH�WKHLU�H[SHFWDWLRQV�WKH�EHWWHU�,Q�KRXVH�LQVXUDQFH�H[SHUWV�FDQ�RIIHU�OHFWXUHV�DQG�LQIRUPDWLRQ�HYHQWV�DW�XQLYHUVLWLHV�WR�SUHSDUHWKH�VWXGHQWV�EHWWHU�IRU�WKH�PDUNHW�H[SHFWDWLRQV�DIWHU�WKH\�KDYH�JUDGXDWHG�7KLV�IUHTXHQWO\�PHQWLRQHG�PLVPDWFK�EHWZHHQ�DFTXLUHG�DQG�UHTXLUHG�VNLOOV�IURP�WKH�LQGXVWU\�FDQQHYHUWKHOHVV�RQO\�EH�VROYHG�RQ�D�SROLWLFDO�OHYHO�WR�PDNH�VWXGLHV�PRUH�SUDFWLFDO�DQG�PRUH�HIILFLHQW�,Q�DGGLWLRQ��WKH�ILQDQFLQJ�RI�WHFKQLFDO�VWXGLHV�DQG�XQLYHUVLWLHV�LV�EHFRPLQJ�PRUH�GLIILFXOW�WR�HQVXUHKLJK�TXDOLW\�HGXFDWLRQ��0RUH�HPSKDVLV�PXVW�EH�SODFHG�RQ�ILQDQFLQJ��DQG�DOWHUQDWLYH�ILQDQFLQJPHWKRGV�QHHG�WR�EH�H[SORUHG�
7KH�PHQWLRQHG�XQDWWUDFWLYHQHVV�RI�WKH�LQVXUDQFH�LQGXVWU\�PRVWO\�LV�QRW�GXH�WR�DQWLSDWK\�EXWUDWKHU�WR�LJQRUDQFH��$V�HQJLQHHULQJ�VWXGHQWV�DUH�QRW�H[SRVHG�WR�WKH�LQVXUDQFH�LQGXVWU\WKURXJKRXW�WKHLU�VWXGLHV��ZD\V�PXVW�EH�H[SORUHG�WR�UDLVH�DZDUHQHVV�DQG�LQWHUHVW�RI�WKH�VWXGHQWV�7KLV�FDQ�EH�GRQH�E\�RIIHULQJ�LQIRUPDWLRQ�VHPLQDUV�GXULQJ�WKHLU�VWXGLHV�DQG�VKRZLQJ�WKH�SUDFWLFDOXVH�RI�WKHLU�VNLOOV�ZLWKLQ�WKH�LQVXUDQFH�LQGXVWU\�LQ�D�VLPLODU�ZD\�DV�FRQVXOWLQJ�FRPSDQLHV�DSSURDFKWHFKQLFDO�VWXGHQWV��7KH\�PXVW�XQGHUVWDQG�WKDW�WKHLU�VSHFLDO�VNLOOV��L�H��WKHLU�DQDO\WLFDO�WKLQNLQJ�DQGSUREOHP�VROYLQJ�DSSURDFK�DUH�HVVHQWLDO�DQG�LPSRUWDQW�IRU�WKH�LQVXUDQFH�LQGXVWU\��DQG�WKDW�WKHUHDUH�WUHPHQGRXV�RSSRUWXQLWLHV�ZLWKLQ�WKH�LQGXVWU\��,QWHQVLYH�PDUNHWLQJ�DW�XQLYHUVLWLHV��VWXGHQW�MREIDLUV�DQG�WKH�OLNH�ZLOO�UDLVH�DZDUHQHVV�DQG�DWWUDFW�FDQGLGDWHV�DXWRPDWLFDOO\��7KH�ZLGH�EDVH�RYHUGLIIHUHQW�SURMHFW�W\SHV��WKH�ILQDQFLDO�OLQN��WKH�ZRUOG�ZLGH�SHUVSHFWLYH�DQG�WKH�SRVVLELOLW\�WR�EHFRPHRQH�RI�WKH�UDUH�VSHFLDOLVWV�LQ�D�FKDOOHQJLQJ�DUHD�ZLOO�UDLVH�WKH�LQWHUHVW�RI�PDQ\�JUDGXDWHV��$SUHUHTXLVLWH�IRU�FRQYLQFLQJ�DUJXPHQWV�LV�WKH�ORQJ�WHUP�SURILWDELOLW\�RI�HQJLQHHULQJ�LQVXUDQFH�
,Q�RUGHU�WR�WDUJHW�H[SHULHQFHG�HQJLQHHUV��WKH�LQWHQVLILHG�PDUNHWLQJ�DW�XQLYHUVLWLHV�ZLOO�KHOS�LQ�WKHORQJ�WHUP��)URP�D�VKRUW�WR�PLG�WHUP�SHUVSHFWLYH��H[SHULHQFHG�HQJLQHHUV�FDQ�SUHGRPLQDQWO\�EHWDUJHWHG�YLD�MRE�DGYHUWLVHPHQWV��)XUWKHUPRUH��XQLYHUVLWLHV�DQG�RWKHU�LQVWLWXWLRQV�FDQ�EHHQFRXUDJHG�WR�RIIHU�WUDLQLQJ�VHPLQDUV�DQG�HGXFDWLRQDO�SURJUDPPHV�WR�RIIHU�WKH�LQWHUHVWHGHQJLQHHUV�GHYHORSPHQW�RSSRUWXQLWLHV��,GHDOO\��WKHVH�LQVWLWXWLRQV�FRXOG�RIIHU�DQ�DFFUHGLWHG�WLWOH�DWWKH�HQG�RI�VXFK�SURJUDPPHV��VXFK�DV�DQ�¦(QJLQHHULQJ�8QGHUZULWHU§��)RU�H[DPSOH��WKH�&KDUWHUHG,QVWLWXWH�RI�/RQGRQ�FRXOG�GHYHORS�DQ�DFFUHGLWHG�FHUWLILFDWH�ZKLFK�SURYHV�D�FHUWDLQ�TXDOLILFDWLRQDQG�EHFRPHV�UHFRJQLVHG�E\�WKH�PDUNHW�- /Ö ,QFUHDVHG�QXPEHU�RI�FDQGLGDWHV�IRUHQJLQHHULQJ�LQVXUDQFH Ö /RQJ�WHUP�SURFHVV
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Ö 0DWFK�RI�DFTXLUHG�DQG�UHTXLUHG�VNLOOV�RIFDQGLGDWHVÖ /RZ�LQYHVWPHQWVÖ )DYRXUHG�RSWLRQ�ZLWK�IROORZLQJ�DFWLRQV��&UHDWH�D��ZLQ�ZLQ�VLWXDWLRQ�ZLWK�XQLYHUVLWLHV�LQ�RUGHUWR�UHQGHU�VWXGLHV�PRUH�SUDFWLFDO�DQG�HIILFLHQW��LQWHQVLI\�PDUNHWLQJ�DW�XQLYHUVLWLHV�WR�LQFUHDVHYLVLELOLW\�RI�LQVXUDQFH�LQGXVWU\�ZLWK�HQJLQHHULQJ�VWXGHQWV�DQG�HQFRXUDJH�LQVWLWXWLRQV�WR�RIIHUDFFUHGLWHG�DQG�UHFRJQLVHG�FHUWLILFDWHV�VXFK�DV�DQ�¦(QJLQHHULQJ�8QGHUZULWHU§2WKHU�VROXWLRQV��+LULQJ�RI�QRQ�HQJLQHHUV2QH�SRVVLELOLW\�LV�WR�RXWVRXUFH�DOO�UHOHYDQW�HQJLQHHULQJ�NQRZ�KRZ�WR�H[WHUQDO�VSHFLDOLVHGFRPSDQLHV��7KLV�H[WUHPH�VROXWLRQ�VKRXOG�MXVW�GUDZ�WKH�SLFWXUH�RI�WKH�LPSDFW�VXFK�D�GHFLVLRQPLJKW�KDYH�6WDII�ZLWK�QR�HQJLQHHULQJ�EDFNJURXQG�LV�LQ�PRVW�FDVHV�FKHDSHU�WR�HPSOR\�DQG�WKHLU�DYDLODELOLW\�RQWKH�PDUNHW�LV�KLJKHU��2Q�WKH�RWKHU�VLGH��HPSOR\HHV�ZLWKLQ�HQJLQHHULQJ�LQVXUDQFH�ZRUN�ZKHUHWHFKQLFDO�NQRZ�KRZ�LV�HVVHQWLDO��DV�VHHQ�LQ�FKDSWHU������7KLV�WHFKQLFDO�NQRZ�KRZ�KDV�WR�EHGHYHORSHG�DQG�WUDLQHG�LI�HPSOR\LQJ�QRQ�VSHFLDOLVWV�E\�LQWHQVLILHG�H[WHQVLYH�WUDLQLQJ�DQGGHYHORSPHQWV�ZKLFK�KHDYLO\�LQFUHDVH�WKH�EXGJHW�DQG�PLJKW�DEVRUE�WKH�FRVW�VDYLQJV�RQ�WKH�VDODU\VLGH��7KHUHIRUH��D�ODFN�RI�H[SHULHQFH�LQ�WKH�FRQVWUXFWLRQ�LQGXVWU\�DQG�WHFKQLFDO�NQRZOHGJH�FDQRQO\�EH�FRPSHQVDWHG�E\�H[WHQVLYH�WUDLQLQJ�DQG�H[SHULHQFH��ZKLFK�PDNHV�WKLV�RSWLRQ�XQUHDOLVWLFRQ�D�ODUJHU�VFDOH��L�H��UHSODFLQJ�DOO�HQJLQHHUV�E\�QRQ�VSHFLDOLVWV�- /Ö 6KRUW�WHUP�FRVW�VDYLQJ�RI�VDODULHV Ö ,QWHQVH�WUDLQLQJ�QHHGV�ZKLFK�HDWV�XS�FRVWVDYLQJVÖ +LJK�DYDLODELOLW\�RI�UHVRXUFHV Ö 'XH�WR�ODFN�RI�WHFKQLFDO�NQRZ�KRZ�ORZHUXQGHUZULWLQJ�TXDOLW\Ö 1RW�IDYRXUHG�RSWLRQ�GXH�WR�GDQJHU�RI�ORZ�XQGHUZULWLQJ�TXDOLW\2WKHU�VROXWLRQV��2XWVRXUFH�H[SHUWLVH$QRWKHU�UDUHO\�GLVFXVVHG�SRVVLELOLW\�LV�WKH�RXWVRXUFLQJ�RI�WKH�HQWLUH�HQJLQHHULQJ�H[SHUWLVH�WRDQRWKHU�VSHFLDOLVHG�FRPSDQ\��7KH�DGYDQWDJHV�DUH�VKRUW�WHUP�VDYLQJV�RI�LQ�KRXVH�VSHFLDOLVHGVWDII��7KH�FOHDU�GLVDGYDQWDJHV�DUH�WKH�ORVV�RI�LQ�KRXVH�H[SHUWLVH�DQG�WKH�ORVV�RI�LQIOXHQFH�RYHU�LW�)XUWKHUPRUH��WKH�SUDFWLFDOLW\�ZLWKLQ�WKH�GDLO\�XQGHUZULWLQJ�ZRUN�LV�ORZ��VLQFH�H[WHUQDO�VSHFLDOLVWVFDQQRW�EH�FRQVXOWHG�LQ�HYHU\�FDVH��1HYHUWKHOHVV��WKH�SRVVLELOLW\�RI�KDYLQJ�H[WHUQDO�FRQVXOWDQWV�IRUYHU\�VSHFLILF�TXHVWLRQV�LQ�SODFH�LV�DQ�DGYDQWDJH�DQG�VKRXOG�EH�SDUW�RI�DQ�XQGHUZULWLQJ�SURFHVVEXW�FDQ�QRW�UHSODFH�LW� - /Ö 6KRUW�WHUP�FRVW�VDYLQJ�RI�VDODULHV Ö 1R�FRQWURO���LQIOXHQFH�RYHU�H[WHUQDOFRPSDQ\Ö /RZ�SUDFWLFDOLW\�ZLWKLQ�WKH�GDLO\XQGHUZULWLQJ�SURFHVVÖ 1RW�IDYRXUHG�RSWLRQ�GXH�WR�LPSUDFWLFDOLW\��1HYHUWKHOHVV��VKRXOG�EH�FRQVLGHUHG�WRFRPSOHPHQW�WKH�XQGHUZULWLQJ�SURFHVV�DW�VSHFLILF�LVVXHV�
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���&RQFOXVLRQ7KH�GHFOLQH�RI�NQRZ�KRZ�LV�WKUHDWHQLQJ�WKH�ORQJ�WHUP�SURILWDELOLW\�RI�HQJLQHHULQJ�LQVXUDQFH�VLQFHLW�DIIHFWV�XQGHUZULWLQJ�TXDOLW\�DQG�OHDGV�WR�KLJKHU�FODLPV�DQG�ORZHU�SURILW�
7KLV�GHFOLQH�LQ�NQRZ�KRZ�KDV�VHYHUDO�FDXVHV��PRVW�RI�ZKLFK�FDQ�EH�VROYHG�E\�RXWVRXUFLQJ�WKHH[SHUWLVH�RU�E\�HPSOR\LQJ�QRQ�HQJLQHHUV��3UHFLVHO\�WKLV�PLVWDNH�VKRXOG�QRW�EH�PDGH��VLQFHHQJLQHHUV�DUH�RI�FUXFLDO�LPSRUWDQFH�IRU�WKH�SURILWDELOLW\�RI�WKH�EXVLQHVV�LQ�FODLPV�LQYHVWLJDWLRQ�DQGKDQGOLQJ��XQGHUZULWLQJ��ULVN�FRQWURO�DQG�ORVV�SUHYHQWLRQ�RU�ULVN�LQVSHFWLRQ��,Q�DOO�DUHDV��WKHWHFKQLFDO�NQRZ�KRZ�DQG�LQVXUDQFH�NQRZOHGJH�LV�RI�PDMRU�LPSRUWDQFH��2I�FRXUVH��WKHUH�DUH�PDQ\DUHDV�ZKHUH�VWDII�IURP�RWKHU�EDFNJURXQGV�DGG�YDOXH�DQG�FRQWULEXWH�WR�WKH�EXVLQHVV��+RZHYHU�WKH�WHFKQLFDO�EDFNJURXQG�DQG�H[SHUWLVH�RI�HQJLQHHUV�VKRXOG�QRW�EH�XQGHUHVWLPDWHG��HVSHFLDOO\�IRUWHFKQLFDO�ULVNV�
7KH�OLQH�RI�HQJLQHHULQJ��DV�DQ\�RWKHU�QLFKH�OLQH��LV�FRQIURQWHG�ZLWK�WKH�PLJUDWLRQ�RI�H[SHULHQFHGVWDII��WKH�ODFN�RI�VXLWDEOH�FDQGLGDWHV�DQG�WKH�QHHG�WR�UHJDLQ�DQ�DSSURSULDWH�OHYHO�RI�NQRZ�KRZ�7KH�PDLQ�RSSRUWXQLWLHV�DUH�SURIHVVLRQDO�FDUHHU�SURJUDPPHV�SDUDOOHO�WR�WKH�PDQDJHPHQW�FDUHHU�WKH�SURYLVLRQ�RI�WLPH�DQG�EXGJHW�IRU�UHJXODU�WUDLQLQJ��DQG�WKH�IRFXV�RI�NQRZ�KRZ�YLD�LQWHUQDOH[SHUW�JURXSV��$Q�DGHTXDWH�¦VXSSO\§�RI�FDQGLGDWHV�FDQ�RQO\�EH�JXDUDQWHHG�LQ�WKH�ORQJ�UXQ�LI�WKHDZDUHQHVV�DPRQJ�HQJLQHHUV�LV�UDLVHG�DQG�GHYHORSPHQW�RSSRUWXQLWLHV�DUH�FOHDUO\�PDSSHG�RXW�
,Q�JHQHUDO��WKH�VROXWLRQ�IRU�FRXQWHUDFWLQJ�WKH�GHFOLQH�RI�NQRZ�KRZ�ZLWKLQ�WKH�HQJLQHHULQJ�OLQH�LVTXLWH�VLPSOH��LW�FRQVLVWV�RI�LQYHVWLQJ�LQ�DQG�PRWLYDWLQJ�VWDII��DQG�RI�PDQDJLQJ�DQG�IXUWKHUGHYHORSLQJ�LQ�KRXVH�NQRZOHGJH�7KLV�FDOOV�IRU�WKH�RUJDQLVDWLRQ�LWVHOI�WR�VWHS�LQWR�DFWLRQ�DQG�WUDQVODWH�WKHVH�VROXWLRQV�LQWR�UHDOLW\�,QYHVWPHQWV�LQ�WKLV�DUHD�DUH�MXVWLILHG�RQO\�LI�WKH�ORQJ�WHUP�SURILWDELOLW\�RI�WKH�HQJLQHHULQJ�OLQH�FDQEH�JXDUDQWHHG�


