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7KLV�VWXG\�KDV�EHHQ�SUHSDUHG�ZLWKLQ�WKH�818�:,'(5�SURMHFW�RQ�3URGXFWLRQ��(PSOR\PHQW�DQG�,QFRPH
'LVWULEXWLRQ�LQ�WKH�*OREDO�'LJLWDO�(FRQRP\��ZKLFK�LV�GLUHFWHG�E\�3URIHVVRU�0DWWL�3RKMROD�

818�:,'(5� JUDWHIXOO\� DFNQRZOHGJHV� WKH� ILQDQFLDO� FRQWULEXWLRQ� WR� WKH� SURMHFW� E\� WKH� 0LQLVWU\� IRU
)RUHLJQ�$IIDLUV�RI�)LQODQG�

'LVFXVVLRQ�3DSHU�1R��������

)LQDQFLQJ�WKH�1HZ�(FRQRP\

)LQDQFLDO�,QVWLWXWLRQV�DQG�&RUSRUDWH
*RYHUQDQFH

&ROLQ�0D\HU�
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$EVWUDFW
7KLV�SDSHU�H[DPLQHV�WKH�ILQDQFLDO�VHFWRU�SUHFRQGLWLRQV�IRU� WKH�VXFFHVVIXO�GHYHORSPHQW
RI� D� KLJK� WHFKQRORJ\� VHFWRU�� ,W� DUJXHV� WKDW� WKHUH� LV� D� FORVH� UHODWLRQ� EHWZHHQ� W\SHV� RI
DFWLYLWLHV� XQGHUWDNHQ� LQ� GLIIHUHQW� FRXQWULHV� DQG� WKHLU� LQVWLWXWLRQDO� VWUXFWXUHV�� $
GLVWLQJXLVKLQJ�FKDUDFWHULVWLF�RI�WKH�ILQDQFLQJ�RI�KLJK�WHFKQRORJ\�ILUPV�LV�WKHLU�HYROYLQJ
SDWWHUQ� RI� FRQWURO� E\�GLIIHUHQW� LQYHVWRU� JURXSV��:KLOH� VWRFN�PDUNHWV� DUH� DQ� LPSRUWDQW
FRPSRQHQW� RI� WKH� GHYHORSPHQW� RI� WKH� PRVW� VXFFHVVIXO� ILUPV�� WKH\� DUH� QRW� WKH� PRVW
FRPPRQ��5HJXODWLRQ�LV�D�VLJQLILFDQW�LQIOXHQFH�RQ�LQVWLWXWLRQDO�VWUXFWXUH��7KH�GHJUHH�RI
ULVN�WDNLQJ�E\�ILQDQFLDO�LQVWLWXWLRQV�DQG�WKH�GLYHUVLW\�RI�WKHLU�LQYHVWPHQWV�DUH�DIIHFWHG�E\
WUDGH�RIIV� EHWZHHQ� FRPSHWLWLRQ� DQG� VWDELOLW\� DQG� WKH� HPSKDVLV� SODFHG� RQ� PLQRULW\
LQYHVWRU� SURWHFWLRQ�� )RU� WKH� PRVW� SDUW�� (XURSH� KDV� RSWHG� IRU� KLJK� OHYHOV� RI� LQYHVWRU
SURWHFWLRQ�DQG�ORZ�OHYHOV�RI�GLYHUVLW\��LI�LW�ZLVKHV�WR�VWLPXODWH�KLJK�WHFKQRORJ\�VHFWRUV�
LW�PD\�KDYH�WR�FKDQJH�WKLV�EDODQFH�

.H\ZRUGV��KLJK�WHFKQRORJ\�ILQDQFH��YHQWXUH�FDSLWDO��ILQDQFLDO�V\VWHPV��ILQDQFLDO
UHJXODWLRQ

-(/�FODVVLILFDWLRQ��*���*���2�



$FNQRZOHGJHPHQW

,� DP� YHU\� JUDWHIXO� WR� 0DWWL� 3RKMROD�� 5XQH� 6WHQEDFND� DQG� RWKHU� SDUWLFLSDQWV� DW� WKH
818�:,'(5� FRQIHUHQFH� RQ� 7KH� 1HZ� (FRQRP\� LQ� D� *OREDO� 3HUVSHFWLYH� IRU� YHU\
KHOSIXO�FRPPHQWV�RQ�DQ�HDUOLHU�GUDIW�RI�WKLV�SDSHU�
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� ,QWURGXFWLRQ

:KDW� DUH� WKH� ILQDQFLDO� VHFWRU� SUHFRQGLWLRQV� IRU� WKH� VXFFHVVIXO� GHYHORSPHQW� RI� D� KLJK
WHFKQRORJ\�VHFWRU"�7KH�FRQYHQWLRQDO�DQVZHU�LV�VWUDLJKWIRUZDUG��DQ�DFWLYH�YHQWXUH�FDSLWDO
LQGXVWU\� FRPELQHG�ZLWK� D� OLTXLG� GRPHVWLF� VWRFN�PDUNHW�� 7KH� GHYHORSPHQW� RI� YHQWXUH
FDSLWDO� ILUPV� DQG� VWRFN�PDUNHWV� LV� UHJDUGHG� DV� D� SULRULW\� IRU� WKH� JURZWK� RI� KLJK� WHFK
LQGXVWULHV� LQ�(XURSH�� ,V� WKLV� FRUUHFW"�+RZ�GR�KLJK� WHFK� ILUPV� ILQDQFH� WKHPVHOYHV� DQG
ZKDW�UROH�GR�VWRFN�PDUNHWV�SOD\�LQ�WKHLU�GHYHORSPHQW"

7KHUH� LV� DFFXPXODWLQJ� HYLGHQFH� RI� D� UHODWLRQVKLS� EHWZHHQ� ILQDQFLDO� GHYHORSPHQW� DQG
HFRQRPLF�JURZWK��6HYHUDO�VWXGLHV�UHSRUW�D�UHODWLRQ�EHWZHHQ�WKH�VL]H�RI�ILQDQFLDO�V\VWHPV
DW� WKH� VWDUW� RI� D� SHULRG� DQG� VXEVHTXHQW� HFRQRPLF� JURZWK�� &RQWUROOLQJ� IRU� RWKHU
FRQVLGHUDWLRQV�� ILQDQFLDO� GHYHORSPHQW� DSSHDUV� WR� FRQWULEXWH� WR� JURZWK�� $� UDQJH� RI
PHDVXUHV� RI� ILQDQFLDO� GHYHORSPHQW� DUH� UHOHYDQW²WKH� YROXPH� RI� PRQHWDU\� DVVHWV�� WKH
VL]H�RI�EDQNLQJ�V\VWHPV�DQG�WKH�VL]H�RI�VWRFN�PDUNHWV�

7R�WKH�H[WHQW�WKDW�LW�LV�SRVVLEOH�WR�HVWDEOLVK�WKH�FKDQQHO�E\�ZKLFK�ILQDQFLDO�GHYHORSPHQW
FRQWULEXWHV� WR� JURZWK�� LW� DSSHDUV� WR� EH� WKURXJK� WKH� H[WHUQDO� ILQDQFLQJ� RI� ILUPV�
&RPSDULQJ� WKH� JURZWK� RI� GLIIHUHQW� LQGXVWULHV� DFURVV� FRXQWULHV� RU� GLIIHUHQW� FRPSDQLHV
VXJJHVWV� WKDW� WKHUH� LV� DQ� LQWHU�UHODWLRQVKLS� EHWZHHQ� WKHLU� JURZWK� UDWHV�� WKH� H[WHQW� WR
ZKLFK�WKH\�DUH�GHSHQGHQW�RQ�H[WHUQDO�ILQDQFH�DQG�WKH�GHYHORSPHQW�RI�ILQDQFLDO�V\VWHPV
LQ�ZKLFK� WKH\� DUH� RSHUDWLQJ�� ,Q� RWKHU�ZRUGV�� ILQDQFLDO� GHYHORSPHQW� FRQIHUV� SDUWLFXODU
DGYDQWDJHV� RQ� LQGXVWULHV� DQG� FRPSDQLHV� WKDW� DUH� HVSHFLDOO\� GHSHQGHQW� RQ� H[WHUQDO
ILQDQFH�

7KHVH� UHVXOWV� DUH� FRQVLVWHQW� ZLWK� WKH� YLHZ� WKDW� D� SULPDU\� IXQFWLRQ� RI� ILQDQFLDO
LQVWLWXWLRQV�LV� WR�LPSURYH�DOORFDWLRQ�RI�IXQGV�ZLWKLQ�DQ�HFRQRP\��&RUSRUDWH�� LQGXVWULDO
DQG�HFRQRPLF�JURZWK�DUH�DVVLVWHG�E\�LQVWLWXWLRQV�WKDW�GLUHFW�ILQDQFLQJ�WR�DFWLYLWLHV�WKDW
DUH� PRVW� GHSHQGHQW� RQ� H[WHUQDO� ILQDQFH�� 7KH� VWXGLHV� WKHUHIRUH� SURYLGH� HPSLULFDO
FRQILUPDWLRQ� DW� DQ� DJJUHJDWH� RU� LQGXVWU\� OHYHO� RI� WKH� WKHRUHWLFDO� XQGHUSLQQLQJ� RI
ILQDQFLDO�LQVWLWXWLRQV�

+RZHYHU�� WKH� TXHVWLRQ� WKDW� WKHVH� VWXGLHV� OHDYH� XQDQVZHUHG� LV� ZKLFK� LQVWLWXWLRQV� DUH
SDUWLFXODUO\� ZHOO� VXLWHG� WR� SHUIRUPLQJ� WKHVH� IXQFWLRQV�� 'R� DOO� LQVWLWXWLRQV� VHUYH
FRPSDQLHV� HTXDOO\� ZHOO� DQG� DUH� VRPH� LQVWLWXWLRQV� SDUWLFXODUO\� ZHOO� VXLWHG� WR� WKH
ILQDQFLQJ�RI�KLJK�WHFKQRORJ\"

7KH� VHFRQG� VHW� RI� LVVXHV� FRQFHUQV� WKH� SROLFLHV� WKDW� FDQ� EH� XVHG� WR� LQIOXHQFH� WKH
GHYHORSPHQW� RI� LQVWLWXWLRQV�� 2YHU� WKH� ODVW� IHZ� \HDUV� D� OLWHUDWXUH� KDV� HPHUJHG
HPSKDVL]LQJ�WKH�LPSRUWDQW�UROH�WKDW� OHJDO�DQG�UHJXODWRU\�VWUXFWXUHV�SOD\� LQ� LQIOXHQFLQJ
LQVWLWXWLRQDO�GHYHORSPHQW��7KLV�OLWHUDWXUH�KDV�HPSKDVL]HG�WKH�SURWHFWLRQ�RI�LQYHVWRUV�DV
EHLQJ� D� FUXFLDO� GHWHUPLQDQW� RI� WKH� GHYHORSPHQW� RI� ILQDQFLDO� V\VWHPV�� 6LQFH�� DV� QRWHG
DERYH��WKH�GHYHORSPHQW�RI�ILQDQFLDO�V\VWHPV�LV�LQ�WXUQ�UHODWHG�WR�WKH�H[WHUQDO�ILQDQFLQJ
RI� ILUPV�� WKLV� SRLQWV� WR� D� NH\� UROH� IRU� LQYHVWRU� SURWHFWLRQ� LQ� SURPRWLQJ� WKH� H[WHUQDO
ILQDQFLQJ�DQG�JURZWK�RI�ILUPV��7KH�SROLF\�PHVVDJH� WKDW�DSSHDUV� WR�HPHUJH� IURP�WKHVH
VWXGLHV� LV� FOHDU�� LPSURYH� LQYHVWRU�� LQ� SDUWLFXODU� PLQRULW\� LQYHVWRU�� SURWHFWLRQ�� DQG
ILQDQFLDO�GHYHORSPHQW��LQYHVWPHQW�DQG�JURZWK�ZLOO�IROORZ�

7KLV� UDLVHV� WKH� TXHVWLRQ� RI� ZKDW� SUHFLVHO\� LV� WKH� UHODWLRQ� EHWZHHQ� OHJDO� V\VWHPV�
UHJXODWLRQ� DQG� WKH� VWUXFWXUH� RI� ILQDQFLDO� LQVWLWXWLRQV�� ,V� WKHUH�� DV� WKH� DERYH� OLWHUDWXUH
VXJJHVWV�� D� VWUDLJKWIRUZDUG� UHODWLRQ� EHWZHHQ� UHJXODWLRQ� DQG� WKH� GHYHORSPHQW� RI



�

LQVWLWXWLRQV"� ,Q� SDUWLFXODU�� DUH� FHUWDLQ� UHJXODWRU\� UXOHV� VXLWHG� WR� WKH� ILQDQFLQJ� RI� KLJK
WHFKQRORJ\�DFWLYLWLHV"

6HFWLRQ���RI� WKLV�SDSHU� UHYLHZV�HYLGHQFH�RQ� FRPSDUDWLYH� ILQDQFLDO� V\VWHPV��6HFWLRQ��
GLVFXVVHV�RZQHUVKLS�DQG�FRQWURO��6HFWLRQ���GHVFULEHV�HPHUJLQJ�WKHRULHV�WKDW�SRLQW� WR�D
FRPSDUDWLYH� DGYDQWDJH� RI� GLIIHUHQW� ILQDQFLDO� DQG� JRYHUQDQFH� V\VWHPV� LQ� SURPRWLQJ
SDUWLFXODU�W\SHV�RI�DFWLYLWLHV��7KH�SDSHU�WKHQ�WXUQV�WR�DQ�LOOXVWUDWLRQ�RI�WKLV�LQ�WKH�FRQWH[W
RI�KLJK� WHFKQRORJ\� LQGXVWULHV��6HFWLRQ���GLVFXVVHV� WKH�SUH�LQLWLDO�SXEOLF�RIIHULQJ� �,32�
VWDJH�� DQG� VHFWLRQ��� SRVW�,32V��6HFWLRQ� �� FRQVLGHUV� SROLF\� LPSOLFDWLRQV� DQG� VHFWLRQ� �
FRQFOXGHV�WKH�DUWLFOH�

� &RPSDUDWLYH�ILQDQFLDO�V\VWHPV

7KHUH� KDV� EHHQ� H[WHQVLYH� FRPSDULVRQ� RI� WKH� SHUIRUPDQFH� RI� GLIIHUHQW� ILQDQFLDO
V\VWHPV��� 7KHVH� DQDO\VHV� KDYH� IRFXVHG� RQ� WKH� FRQWUDVW� EHWZHHQ� EDQN� RULHQWHG� DQG
PDUNHW� RULHQWHG� V\VWHPV��0RVW� RI� WKH� VWXGLHV� FRPSDUH� D� VPDOO� QXPEHU� RI� FRXQWULHV�
IRFXVLQJ�LQ�SDUWLFXODU�RQ�WKH�8.�DQG�86�RQ�WKH�RQH�KDQG��DQG�*HUPDQ\�DQG�-DSDQ�RQ
WKH�RWKHU��

7KH� FULWHULD� E\� ZKLFK� V\VWHPV� DUH� FDWHJRUL]HG� LQFOXGH� FRUSRUDWH� ILQDQFLQJ�� EDQN
RZQHUVKLS� RI� FRUSRUDWH� HTXLW\� DQG� WKH� H[HUFLVH� RI� FRUSRUDWH� FRQWURO� E\� EDQNV�� %DQN
RULHQWHG�V\VWHPV�DUH�WKRXJKW�WR�GLVSOD\�KLJK�OHYHOV�RI�EDQN�ILQDQFH��HTXLW\�KROGLQJ�E\
EDQNV��ORQJ�WHUP�UHODWLRQV��FORVH�PRQLWRULQJ�DQG�DFWLYH�FRUSRUDWH�JRYHUQDQFH�E\�EDQNV�

,Q�SUDFWLFH��WKH�GLVWLQFWLRQ�EHWZHHQ�EDQN�DQG�PDUNHW�RULHQWHG�V\VWHPV�LV�IUDJLOH���:KLOH
EDQN�OHQGLQJ�WR�FRUSRUDWLRQV�KDV�EHHQ�KLJK�LQ�-DSDQ�LQ�FRPSDULVRQ�WR�WKH�8.�DQG�86��LW
KDV�QRW� LQ�*HUPDQ\��%DQN�KROGLQJV�RI�FRUSRUDWH� HTXLW\� DUH�PRGHVW� LQ�PRVW�FRXQWULHV�
:KLOH� EDQNV� DUH� WKRXJKW� WR� KDYH� EHHQ� DFWLYHO\� LQYROYHG� LQ� FRUSRUDWH� DFWLYLW\� DQG� LQ
SDUWLFXODU�UHVWUXFWXULQJV�LQ�-DSDQ��WKH\�KDYH�QRW�LQ�*HUPDQ\��,Q�DGGLWLRQ��DOWKRXJK�HDUO\
VWXGLHV�RI�-DSDQ�SRLQWHG�WR�WKH�DGYDQWDJHV�RI�FORVH�EDQN�ILUP�UHODWLRQV�LQ�-DSDQ��PRUH
UHFHQW�RQHV�KDYH�QRWHG�WKHLU�GHIHFWV� LQ�GLVSOD\LQJ�H[FHVVLYH�FRQVHUYDWLVP�LQ�FRUSRUDWH
OHQGLQJ�DQG�LQKLELWLQJ�UHVWUXFWXULQJ��

7KH�LQIOXHQFH�RI�ILQDQFLDO�V\VWHPV�RQ�PHDVXUHV�RI�FRUSRUDWH�JRYHUQDQFH�LV�DOVR�XQFOHDU�
&ORVH�UHODWLRQV�EHWZHHQ�ILQDQFLDO�LQVWLWXWLRQV�DQG�FRPSDQLHV�PLJKW�KDYH�EHHQ�WKRXJKW�WR
LQIOXHQFH�LQFHQWLYHV�DQG�GLVFLSOLQLQJ�RI�PDQDJHPHQW��6\VWHPV�ZLWK�FORVH�UHODWLRQV�KDYH
EHWWHU� LQIRUPDWLRQ� IORZV� DQG� WKXV� D� ILUPHU� EDVLV� RQ� ZKLFK� WR� UHZDUG� DQG� GLVFLSOLQH
PDQDJHPHQW�� %XW� WKH\�PLJKW� ODFN� WKH� SRZHUIXO� LQFHQWLYH� DQG� GLVFLSOLQLQJ� GHYLFHV� RI
VWRFN�PDUNHWV��,Q�IDFW��WR�WKH�H[WHQW�WKDW�WKHUH�LV�HYLGHQFH�RQ�WKLV��LW�GRHV�QRW�SRLQW�WR�D

������������������������������������������������

� )RU�VXUYH\V��VHH�&DUOLQ�DQG�0D\HU��������DQG�/HYLQH��������

� 6HH��IRU�H[DPSOH��(GZDUGV�DQG�)LVFKHU��������

� 6HH��IRU�H[DPSOH��0D\HU��������DQG�5DMDQ�DQG�=LQJDOHV��������

� 6HH��IRU�H[DPSOH��.DQJ�DQG�6WXO]��������DQG�:HLQVWHLQ�DQG�<DIHK��������
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FOHDU� GLIIHUHQFH� LQ� HLWKHU� LQFHQWLYH� DUUDQJHPHQWV� RU� GLVFLSOLQLQJ� DFURVV� ILQDQFLDO
V\VWHPV��

� 2ZQHUVKLS�DQG�FRQWURO

7KH� VWDQGDUG� EDQN�PDUNHW� RULHQWDWLRQ� GLVWLQFWLRQ� LV� QHLWKHU� SDUWLFXODUO\� UREXVW� QRU
LQVLJKWIXO�� ,Q� FRQWUDVW�� WKHUH� DUH� VWULNLQJ� GLIIHUHQFHV� LQ� WKH� RZQHUVKLS� DQG� FRQWURO� RI
FRPSDQLHV� WKDW� GR� EHDU� FORVH� VFUXWLQ\��� 7KLV� LV� QRUPDOO\� GLVFXVVHG� LQ� WHUPV� RI
FRPSDULVRQV� RI� FRQFHQWUDWLRQ� RI� RZQHUVKLS� LQ� WKH�8.� DQG�86� RQ� WKH� RQH� KDQG�� DQG
&RQWLQHQWDO�(XURSH�DQG�WKH�)DU�(DVW�RQ�WKH�RWKHU��)RU�H[DPSOH��LQ�)UDQFH�DQG�*HUPDQ\�
LQ� PRUH� WKDQ� ��� SHU� FHQW� RI� WKH� ODUJHVW� ���� OLVWHG� FRPSDQLHV�� WKHUH� LV� D� VLQJOH
VKDUHKROGHU�RZQLQJ�PRUH� WKDQ����SHU� FHQW�RI� VKDUHV� DQG� LQ�PRUH� WKDQ����SHU� FHQW� RI
WKHVH�FRPSDQLHV��WKHUH�LV�D�VLQJOH�PDMRULW\�VKDUHKROGHU��,Q�FRQWUDVW�LQ�WKH�8.��LQ�RQO\���
SHU�FHQW�RI�WKH�ODUJHVW�����OLVWHG�FRPSDQLHV�LV�WKHUH�D�VLQJOH�VKDUHKROGHU�RZQLQJ�PRUH
WKDQ����SHU�FHQW�RI�VKDUHV�DQG�LQ�RQO\���SHU�FHQW�LV�WKHUH�D�VLQJOH�PDMRULW\�VKDUHKROGHU�
&RQFHQWUDWLRQ�RI�RZQHUVKLS�LV�DSSUHFLDEO\�KLJKHU�RQ�WKH�&RQWLQHQW�RI�(XURSH�WKDQ�LQ�WKH
8.��+LJK� OHYHOV�RI�RZQHUVKLS�FRQFHQWUDWLRQ�KDYH�DOVR�EHHQ� UHSRUWHG� IRU� WKH�)DU�(DVW
DQG�6RXWK�$PHULFD�DQG�RZQHUVKLS�LV�DV�GLVSHUVHG�LQ�WKH�86�DV�LQ�WKH�8.�

1RW�RQO\�GRHV� WKH� OHYHO�RI�RZQHUVKLS�GLIIHU� DSSUHFLDEO\�EHWZHHQ� WKH�8.�DQG�86�DQG
PRVW�RI�WKH�UHVW�RI�WKH�ZRUOG�EXW�VR�WRR�GRHV�WKH�QDWXUH�RI�WKDW�RZQHUVKLS��,Q�WKH�8.�DQG
86�� WKH�VKDUHV�RI� OLVWHG�FRPSDQLHV� DUH�SULPDULO\�KHOG�E\� LQVWLWXWLRQV�� VXFK�DV�SHQVLRQ
IXQGV�� OLIH� LQVXUDQFH� ILUPV� DQG�PXWXDO� IXQGV�� DQG� LQGLYLGXDO� LQYHVWRUV�� 2ZQHUVKLS� LV
GLVSHUVHG�LQ�WKH�VHQVH�WKDW�QR�RQH�LQVWLWXWLRQ�RU�LQGLYLGXDO�KROGV�D�ODUJH�VWDNH�LQ�D�VLQJOH
FRPSDQ\��7KLV�LV�GHVFULEHG�DV�DQ�µRXWVLGHU�V\VWHP¶��

2Q� WKH� &RQWLQHQW�� WKH� ODUJH� VKDUH� EORFNV� DUH� SULPDULO\� KHOG� E\� IDPLOLHV� �RU� IDPLO\
KROGLQJ�FRPSDQLHV��DQG�RWKHU� ILUPV�� ,QWHU�FRUSRUDWH�KROGLQJV�RI�ODUJH�EORFNV�RI�VKDUHV
DUH� FRPPRQSODFH�� IUHTXHQWO\� LQ� WKH� IRUP� RI� S\UDPLGV� RI� VKDUHKROGLQJV�� FURVV�
VKDUHKROGLQJV�RU� FRPSOH[�ZHEV��$V�QRWHG�DERYH�� LQ�PRVW� FRXQWULHV�� EDQN�KROGLQJV� RI
VKDUHV� DUH�PRGHVW� DQG�KROGLQJV�E\� WKH� JRYHUQPHQW� YDU\� DSSUHFLDEO\� DFURVV� FRXQWULHV�
7KLV�LV�GHVFULEHG�DV�DQ�µLQVLGHU�V\VWHP¶�

� &RPSDUDWLYH�LQVWLWXWLRQDO�DGYDQWDJH

$� WKHRUHWLFDO� OLWHUDWXUH� LV� HPHUJLQJ� VXJJHVWLQJ� D� UHODWLRQ� EHWZHHQ� WKH� LQVWLWXWLRQDO
VWUXFWXUH�RI�FRXQWULHV�DQG�WKH�W\SHV�RI�DFWLYLWLHV�WKDW�DUH�XQGHUWDNHQ�LQ�WKRVH�FRXQWULHV�
7KHUH� DUH� VHYHUDO� VWUDQGV� RI� WKHRU\�SRLQWLQJ� LQ� WKDW� GLUHFWLRQ��7KHVH� FDQ�EH� FODVVLILHG
XQGHU�WKH�KHDGLQJV�RI�LQIRUPDWLRQ��FRPPLWPHQW�DQG�FRQWURO��,Q�WKH�LQIRUPDWLRQ�WKHRULHV
�VHH��IRU�H[DPSOH��$OOHQ�������QHZ�WHFKQRORJLHV��ZKHUH�WKHUH�DUH�OHJLWLPDWH�JURXQGV�IRU
GLYHUVH� H[SHFWDWLRQV�� EHQHILW� IURP� VHFXULWLHV� PDUNHWV�� PRUH� WUDGLWLRQDO� LQYHVWPHQWV�

������������������������������������������������

� 6HH�.DSODQ��������

� 6HH�%DUFD�DQG�%HFKW��������DQG�/D�3RUWD��/RSH]�GH�6LODQHV�DQG�6KOHLIHU��������

� 6HH�)UDQNV�DQG�0D\HU��������
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ZKLFK� DUH� SURQH� WR� DV\PPHWULHV� RI� LQIRUPDWLRQ� EHWZHHQ� ERUURZHU� DQG� OHQGHU� EHQHILW
IURP�WKH�HFRQRPLHV�RI�PRQLWRULQJ�WKDW�EDQNV�FDQ�SURYLGH��,Q�FRPPLWPHQW�WKHRULHV��VHH�
IRU�H[DPSOH��)UDQNV�DQG�0D\HU�������� FRQFHQWUDWHG�RZQHUVKLS��DV� LV�ZLGHO\�REVHUYHG
RQ� WKH� &RQWLQHQW� LQ� (XURSH�� LV� DVVRFLDWHG�ZLWK� DFWLYLWLHV� WKDW� LQYROYH� LQYHVWPHQWV� E\
RWKHU�VWDNHKROGHUV�DQG�GLVSHUVHG�RZQHUVKLS�ZLWK�WKH�DGRSWLRQ�RI�QHZ�WHFKQRORJLHV�WKDW
ZRXOG� EH� UHVLVWHG� E\� RWKHU� VWDNHKROGHUV�� ,Q� WKH� FRQWURO� WKHRULHV� �VHH�� IRU� H[DPSOH�
'HZDWULSRQW�DQG�0DVNLQ��������IUDJPHQWHG�EDQNLQJ�V\VWHPV�DUH�DVVRFLDWHG�ZLWK�VKRUW�
WHUP� LQYHVWPHQWV� DQG� FRQFHQWUDWHG� EDQNLQJ� V\VWHPV� ZLWK� ORQJ�WHUP� LQYHVWPHQWV�
6LPLODUO\��GLVSHUVHG�RZQHUVKLS�V\VWHPV�DUH�DVVRFLDWHG�ZLWK�KLJK�ULVN�5	'�LQYHVWPHQWV
DQG�FRQFHQWUDWHG�RZQHUVKLS�V\VWHPV�ZLWK�ORZHU�ULVN��PRUH�LPLWDWLYH�LQYHVWPHQWV�

$OO�RI�WKH�DERYH�REVHUYDWLRQV�DQG�WKHRU\�WKHUHIRUH�VXJJHVW�D�UHODWLRQ�EHWZHHQ�ILQDQFLDO
V\VWHPV�DQG�WKH�RZQHUVKLS�DQG�FRQWURO�RI�FRPSDQLHV�DQG�WKH�W\SHV�RI�DFWLYLWLHV�WKDW�WKH\
XQGHUWDNH�� $V� &DUOLQ� DQG�0D\HU� ������� DUJXH�� WKH\� SRLQW� WR� D� WKHVLV� RI� FRPSDUDWLYH
LQVWLWXWLRQDO� DGYDQWDJH�� LQVWLWXWLRQDO� HQGRZPHQW� RI� D� FRXQWU\� FRQIHUV� FRPSDUDWLYH
DGYDQWDJH�RQ�DFWLYLWLHV�WKDW�DUH�UHODWLYHO\�GHSHQGHQW�RQ�WKH�LQVWLWXWLRQDO�LQSXW�LQ�ZKLFK
WKH� FRXQWU\� LV� ZHOO� HQGRZHG�� &DUOLQ� DQG� 0D\HU� ������� SURYLGH� D� ILUVW� HPSLULFDO
DVVHVVPHQW�RI�WKLV�WKHVLV��7KH\�H[DPLQH�WKH�UHODWLRQ�EHWZHHQ�JURZWK�DQG�LQYHVWPHQW�LQ
���LQGXVWULHV�LQ����2(&'�FRXQWULHV�RYHU�WKH�SHULRG������WR������ZLWK�WKH�LQWHUDFWLRQ�RI
WKH�LQVWLWXWLRQDO�VWUXFWXUH�RI�WKH�FRXQWULHV�DQG�WKH�FKDUDFWHULVWLFV�RI�WKH�LQGXVWULHV��7KH\
ILQG�D�FORVH�UHODWLRQ�EHWZHHQ�JURZWK�DQG�LQYHVWPHQW�RI�GLIIHUHQW�LQGXVWULHV�LQ�GLIIHUHQW
FRXQWULHV�DQG�WKH�LQWHUDFWLRQ�RI�WKH�VWUXFWXUH�RI�FRXQWULHV¶�ILQDQFLDO�LQVWLWXWLRQV�ZLWK�WKH
GHSHQGHQFH� RI� LQGXVWULHV� RQ� D� YDULHW\� RI� ILQDQFLDO� DQG� RWKHU� LQSXWV�� 7KH� UHODWLRQ� LV
SDUWLFXODUO\�VLJQLILFDQW�LQ�WKH�FDVH�RI�5	'��,QYHVWPHQW�LQ�5	'�LV�FORVHO\�UHODWHG�WR�WKH
GHSHQGHQFH� RI� LQGXVWULHV� RQ� HTXLW\� ILQDQFH� DQG� KLJKO\� VNLOOHG� ODERXU� DQG� LV� ODUJH� LQ
FRXQWULHV�ZLWK�JRRG�LQIRUPDWLRQ�GLVFORVXUH��DV�PHDVXUHG�E\�DFFRXQWLQJ�VWDQGDUGV��7KH
UHODWLRQ�EHWZHHQ�5	'�DQG�D�KLJK�OHYHO�RI�VNLOOV�LV�SDUWLFXODUO\�SURQRXQFHG��SRLQWLQJ�WR
WKH�VLJQLILFDQFH�RI�KXPDQ�FDSLWDO�LQ�5	'�DFWLYLWLHV�

7KH�FDVH�RI�KLJK� WHFK� DQG� WKH� ILQDQFLQJ�RI�QHZ�HFRQRP\� LOOXVWUDWHV�KRZ� WKLV� UHODWLRQ
EHWZHHQ�ILQDQFLDO�V\VWHPV��JRYHUQDQFH�DUUDQJHPHQWV��OHJDO�V\VWHPV�DQG�LQYHVWPHQW�DQG
JURZWK�PLJKW�RSHUDWH��*HUPDQ\�KDV�D�ODUJH�EDQNLQJ�V\VWHP��D�WZR�WLHU�ERDUG�VWUXFWXUH
DQG�D�FLYLO�ODZ�FRGH��7KH�86$�KDV�D�ODUJH�VWRFN�PDUNHW��D�XQLWDU\�ERDUG�DQG�D�FRPPRQ
ODZ� V\VWHP�� 7KH� UDQNLQJV� RI� LQGXVWULHV� E\� WKH� LQWHQVLW\� RI� SDWHQW� UHJLVWUDWLRQV� IRU
*HUPDQ\��UHODWLYH�WR�D�WZHOYH�FRXQWU\�DYHUDJH��DUH�DOPRVW�LQYHUVHO\�UHODWHG�WR�WKRVH�IRU
WKH�86$��,QIRUPDWLRQ�WHFKQRORJ\��VHPL�FRQGXFWRUV�DQG�ELRWHFKQRORJ\��IRU�H[DPSOH��DUH
LQ�WKH�WRS�VL[��RI����� LQGXVWULHV�E\�SDWHQW� UHJLVWUDWLRQV�IRU� WKH�86$�DQG� LQ� WKH�ERWWRP
IRXU� IRU�*HUPDQ\��*HUPDQ\¶V�SDWHQW� VSHFLDOL]DWLRQ� LV�KLJKHVW� LQ� FLYLO� HQJLQHHULQJ�DQG
WUDQVSRUW� HTXLSPHQW�� ZKLFK� DUH� LQ� WKH� ERWWRP� WKUHH� LQGXVWULHV� IRU� WKH� 86$��� 7KH
TXHVWLRQ�WKDW�WKLV�UDLVHV�LV�ZKHWKHU�WKH�GLIIHUHQFH�LQ�SDWHQW�DFWLYLW\�LQ�WKH�WZR�FRXQWULHV
LV� UHODWHG� WR� LQVWLWXWLRQDO� GLIIHUHQFHV� EHWZHHQ� *HUPDQ\� DQG� WKH� 86$�� 'RHV� WKH
FRQFHQWUDWLRQ�RI�SDWHQW�DFWLYLW\�LQ�µVFLHQFH�EDVHG¶�LQGXVWULHV�UHIOHFW�WKH�DGYDQWDJH�RI��IRU
H[DPSOH��IXQGLQJ�WKHVH�DFWLYLWLHV�WKURXJK�VWRFN�PDUNHWV�DQG�GRHV� WKH�PRUH�SURGXFWLRQ
RULHQWHG�SDWHQWLQJ�DFWLYLW\� LQ�*HUPDQ\�UHODWH�WR�LWV�KLJKO\�FRQFHQWUDWHG�RZQHUVKLS�DQG
ODUJH�EDQNLQJ�V\VWHP"�6LPLODUO\��.RVNL��5RXYLQHQ�DQG�<Ol�$QWWLOD��������REVHUYH�WKDW
(XURSHDQ� FRXQWULHV� VSHFLDOL]H� LQ� GLIIHUHQW� DUHDV� RI� LQIRUPDWLRQ� DQG� FRPPXQLFDWLRQ
������������������������������������������������

� 3DWHQW�VSHFLDOL]DWLRQ�LQGLFHV�IRU���� LQGXVWULHV�DUH�FDOFXODWHG�IURP�SDWHQWV�UHJLVWHUHG�DW� WKH�(XURSHDQ
3DWHQW� 2IILFH�� 7KH� FRUUHODWLRQ� EHWZHHQ� WKH� *HUPDQ� DQG� 86� LQGLFHV� LV� ±����� �&XVDFN� DQG� 6RVNLFH
������
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WHFKQRORJ\��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP�DUH�PRVW�DFWLYH�LQ�LQIRUPDWLRQ�WHFKQRORJ\�
ZKHUHDV� )LQODQG� DQG� 6ZHGHQ� DUH� FRQFHQWUDWHG� LQ� FRPPXQLFDWLRQ� WHFKQRORJ\�� 7KH
TXHVWLRQ�WKDW�WKLV�UDLVHV�LV�ZKHWKHU�WKHUH�LV�DQ�DVVRFLDWLRQ�EHWZHHQ�WKHVH�GLIIHUHQFHV�LQ
WHFKQRORJLFDO� DFWLYLW\� DQG� WKH� VWUXFWXUH� RI� FRXQWULHV¶� ILQDQFLDO� LQVWLWXWLRQV��$� GHWDLOHG
FRQVLGHUDWLRQ�RI�WKH�ZD\�LQ�ZKLFK�KLJK�WHFK�ILUPV�DUH�ILQDQFHG�DQG�JRYHUQHG�SURYLGHV
VRPH�HYLGHQFH�RQ�WKLV�

� 7KH�ILQDQFLQJ�RI�KLJK�WHFKQRORJ\�LQGXVWULHV��7KH�SUH�,32�VWDJH

7KH�GHYHORSPHQW�RI�KLJK�WHFK�ILUPV�LQYROYHV�VHYHUDO�SKDVHV��VHH�)LJXUH�����7KH�ILUVW�LV
WKH�VHHG�VWDJH�ZKHQ�D�FRQFHSW�KDV�VWLOO�WR�EH�SURYHQ�DQG�GHYHORSHG��7KH�VHFRQG�LV�WKH
VWDUW�XS�SKDVH�ZKHQ�SURGXFWV�DUH�GHYHORSHG�DQG�LQLWLDO�PDUNHWLQJ�WDNHV�SODFH��7KH�ILUP
PD\�EH� D� \HDU� ROG� RU� \RXQJHU� DW� WKLV� VWDJH��7KH� WKLUG� LV� WKH� HDUO\� VWDJH� GHYHORSPHQW
ZKHQ�WKH�ILUP�LV�H[SDQGLQJ�DQG�SURGXFLQJ�EXW�PD\�ZHOO�UHPDLQ�XQSURILWDEOH��LW�LV�RIWHQ
OHVV�WKDQ�ILYH�\HDUV�ROG�DW� WKLV�VWDJH��'XULQJ�WKH�IRXUWK�VWDJH�RI�H[SDQVLRQ� LW�PLJKW�JR
SXEOLF�DIWHU�VL[�PRQWKV�RU�D�\HDU�

Figure 1
The development and financing of entrepreneurial firms
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Source: Van Osnabrugge and Robinson (2000).

7KH� LQLWLDO� GHYHORSPHQW� DOPRVW� LQYDULDEO\� FRPHV� IURP� VDYLQJV� DQG� UHODWLYHV�� ,QLWLDO
H[WHUQDO�HTXLW\�ILQDQFLQJ�GRHV�QRW�JHQHUDOO\�FRPH�IURP�YHQWXUH�FDSLWDO� ILUPV�EXW�IURP
EXVLQHVV� DQJHOV�� ,Q� WKH� 86� LW� LV� HVWLPDWHG� WKDW� WKH� YHQWXUH� FDSLWDO� LQGXVWU\� LQYHVWHG
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DURXQG� ��� ELOOLRQ� LQ� ����� LQ� ������ HDUO\� VWDJH� ILUPV�� ,Q� FRPSDULVRQ�� EXVLQHVV� DQJHOV
�ZHDOWK\� RU� UHDVRQDEO\� ZHDOWK\� SULYDWH� LQYHVWRUV�� DUH� HVWLPDWHG� WR� LQYHVW� ���� ELOOLRQ
DQQXDOO\�LQ��������HDUO\�VWDJH�ILUPV��,Q�WKH�8.��LW�LV�HVWLPDWHG�WKDW�DERXW���SHU�FHQW�RI
VPDOO� ILUPV� UHFHLYH� EXVLQHVV� DQJHO� VXSSRUW� DV� DJDLQVW� �� SHU� FHQW� UHFHLYLQJ� YHQWXUH
FDSLWDO�ILQDQFH��TXRWHG�LQ�2VQDEUXJJH�������

:KDW�DFFRXQWV�IRU�WKH�GLIIHUHQW�FRQWULEXWLRQ�RI�EXVLQHVV�DQJHOV�DQG�YHQWXUH�FDSLWDOLVWV�WR
VWDUW�XS� ILQDQFLQJ"� 2QH� RI� P\� IRUPHU� GRFWRUDO� VWXGHQWV�� 0DUN� YDQ� 2VQDEUXJJH�
XQGHUWRRN�D�GHWDLOHG�FRPSDULVRQ�RI� WKH�ZD\� LQ�ZKLFK�YHQWXUH� FDSLWDOLVWV� DQG�EXVLQHVV
DQJHOV� RSHUDWH�� +H� FRPSDUHG� WKH� LQLWLDO� VFUHHQLQJ�� GXH� GLOLJHQFH�� LQYHVWPHQW� FULWHULD�
FRQWUDFWV��PRQLWRULQJ�DQG�H[LW�URXWHV�HPSOR\HG�E\�WKH�GLIIHUHQW�W\SHV�RI�LQYHVWRU�

7KH� UHVXOWV� ZHUH� VWULNLQJ�� 9HQWXUH� FDSLWDOLVWV� DUH� KLJKO\� UXOH� EDVHG� XVLQJ� FDUHIXO
VFUHHQLQJ�RI�DSSOLFDQWV�DQG�GXH�GLOLJHQFH��%XVLQHVV�DQJHOV�SODFH�PRUH�HPSKDVLV�RQ�H[
SRVW�LQYROYHPHQW�LQ�LQYHVWPHQWV�WR�UHGXFH�ULVNV��VXFK�DV�WKHLU�DELOLW\�WR�FRQWULEXWH�WR�WKH
PDQDJHPHQW�RI�WKH�EXVLQHVV��9HQWXUH�FDSLWDOLVWV�WKHUHIRUH�DFW�OLNH�LQVWLWXWLRQV�IROORZLQJ
SULQFLSDO�DJHQW�UHODWLRQV�RI�OLPLWLQJ�ULVNV�WKURXJK�PRQLWRULQJ�� ,QGHHG��VLQFH� LQ� WKH�8.
WKH\� DUH� IUHTXHQWO\� VXEVLGLDULHV� RI� LQVWLWXWLRQV�� VXFK� DV� SHQVLRQ� IXQGV�� WKDW� LV� QRW
VXUSULVLQJ��%XVLQHVV�DQJHOV�DUH�PRUH�DFWLYHO\�LQYROYHG�LQ�WKH�VXEVHTXHQW�PDQDJHPHQW�RI
DFWLYLWLHV��H[HUWLQJ�PRUH�GLUHFW�FRQWURO�

)URP�WKH�RXWVHW��YHQWXUH�FDSLWDOLVWV�DUH�IRFXVHG�RQ�H[LW��EXVLQHVV�DQJHOV�PXFK� OHVV�VR�
9HQWXUH� FDSLWDOLVWV� LQ� JHQHUDO� ORRN� IRU� UDWHV� RI� UHWXUQ� RI� EHWZHHQ� ������ SHU� FHQW�
EXVLQHVV�DQJHOV�LQ�WKH�8.�EHWZHHQ����DQG����SHU�FHQW�� ,QLWLDO�SXEOLF�RIIHULQJV�DUH� WKH
SUHIHUUHG�URXWH�RI�H[LW�IRU�LQYHVWRUV��VLQFH�WKH\�\LHOG�WKH�KLJKHVW�UHWXUQ��EXW�WKH\�DUH�QRW
WKH�PRVW�FRPPRQ��,W�LV�HVWLPDWHG�WKDW�IHZHU�WKDQ�RQH�LQ�D�WKRXVDQG�QHZ�YHQWXUHV�KDYH
DQ� ,32�� +RZHYHU�� HQWUHSUHQHXUV� DUH� PXFK� PRUH� RSWLPLVWLF� WKDQ� WKLV� UHFRUG� ZRXOG
ZDUUDQW��2QH�VWXG\�HVWLPDWHG�WKDW����SHU�FHQW�RI�QHZ�WHFKQRORJ\�ILUPV�EHOLHYHG�WKDW�D
SXEOLF� VWRFN� RIIHULQJ� ZDV� µKLJKO\� OLNHO\¶� RU� µSUREDEOH¶�� 7UDGH� VDOHV� DUH� WKH� PRVW
FRPPRQ�H[LW�URXWH�RI�EXVLQHVV�DQJHOV��DFFRXQWLQJ�IRU�RYHU����SHU�FHQW�RI�H[LWV��IROORZHG
E\�VDOHV�RI�VKDUHV�WR�RWKHU�VKDUHKROGHUV�DQG�VDOHV�WR�WKLUG�SDUWLHV��,32V�DFFRXQW�IRU�MXVW
RYHU����SHU�FHQW�RI�EXVLQHVV�DQJHO�H[LWV�

,Q�WKH�86��DURXQG����SHU�FHQW�RI�YHQWXUH�FDSLWDO�IXQGV�DUH�LQYHVWHG�LQ�HDUO\�VWDJH�ILUPV�
,Q�WKH�8.��VWDUW�XS�DQG�HDUO\�VWDJH�LQYHVWPHQWV�DOVR�DFFRXQWHG�IRU�DURXQG�D�TXDUWHU�RI
YHQWXUH�FDSLWDO�LQYHVWPHQWV�LQ������EXW�WKLV�KDV�IDOOHQ�WR�D�ILJXUH�RI�DURXQG���SHU�FHQW�DW
SUHVHQW��0%2V�DQG�0%,V�KDYH�VXEVWLWXWHG�IRU�VWDUW�XS�ILQDQFLQJ�LQFUHDVLQJ�IURP����SHU
FHQW�WR����SHU�FHQW�RI�8.�IXQGV¶�LQYHVWPHQW�

$Q� LPSRUWDQW� UHDVRQ� IRU� WKH� JUHDWHU� VXFFHVV�RI�86�YHQWXUH� FDSLWDO� LQ� IXQGLQJ� VWDUW�XS
EXVLQHVVHV�LV�WKH�VWUXFWXUH�RI�WKH�86�LQGXVWU\��9HQWXUH�FDSLWDO�FRPSULVHV�WZR�SDUWLHV��VHH
)LJXUH���²WKH�OLPLWHG�SDUWQHUV�ZKLFK�DUH�WKH�LQVWLWXWLRQDO�DQG�LQGLYLGXDO�LQYHVWRUV�DQG
WKH� JHQHUDO� SDUWQHUV� ZKLFK� DUH� WKH� YHQWXUH� FDSLWDO� ILUPV� LQYHVWLQJ� LQ� LQGLYLGXDO
FRPSDQLHV�DQG�HQWUHSUHQHXUV��7KH�JHQHUDO�SDUWQHUV�PDQDJH�SRUWIROLRV�RI�FRPSDQLHV�DQG
DUH� IUHTXHQWO\� VXFFHVVIXO� HQWUHSUHQHXUV� WKHPVHOYHV� ZKR� ZDQW� WR� PDQDJH� ODUJHU
SRUWIROLRV� RI� LQYHVWPHQWV�� 7KH\� WKHUHIRUH� SURYLGH� LQWHUPHGLDWH� WHFKQLFDO� H[SHUWLVH
EHWZHHQ� WKH� LQYHVWLQJ� LQVWLWXWLRQV�RQ� WKH�RQH�KDQG�DQG� WKH�HQWUHSUHQHXUV�RQ� WKH�RWKHU�
9HQWXUH�FDSLWDO�LQGXVWULHV�LQ�RWKHU�FRXQWULHV��LQFOXGLQJ�WKH�8.��IUHTXHQWO\�ODFN�WKH�SRRO
RI�HQWUHSUHQHXULDO�VFLHQWLVWV�RQ�ZKLFK�WR�GUDZ�WR�SURYLGH�WKLV�LQWHUPHGLDU\�IXQFWLRQ�
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Figure 2
The structure of the US venture capital industry
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7KH�SLFWXUH�WKDW�HPHUJHV�LV�WKDW�WKH�ILQDQFLQJ�RI�QHZ�KLJK�WHFK�ILUPV�LV�KLJKO\�UHOLDQW�RQ
RZQ� IXQGV�� IDPLOLHV� DQG� IULHQGV�� 2QFH� WKHVH� DUH� H[KDXVWHG�� H[WHUQDO� HTXLW\� LQLWLDOO\
FRPHV� IURP� SULYDWH� LQYHVWRUV� ZKR� DUH� DFWLYHO\� LQYROYHG� LQ� WKH� PDQDJHPHQW� RI� WKH
LQYHVWPHQW��9HQWXUH�FDSLWDOLVWV�FRPH�LQ�DW�D�ODWHU�VWDJH��DFWLQJ�DW�PRUH�DUPV�OHQJWK�WKDQ
EXVLQHVV�DQJHOV�DQG�VHHNLQJ�KLJKHU� UHWXUQV�RYHU� VKRUW�SHULRGV��$�VPDOO� IUDFWLRQ�RI� WKH
PRVW� VXFFHVVIXO� ILUPV� DUH� IORDWHG� RQ� VWRFN�PDUNHWV��PRVW� DUH� VROG� DV� WUDGH� VDOHV� DQG
VDOHV� WR� RWKHU� LQYHVWRUV��0XFK� YHQWXUH� FDSLWDO� ILQDQFH� LQ� SDUWLFXODU� LQ� WKH� 8.� LV� QRW
DVVRFLDWHG�ZLWK�IXQGLQJ�QHZ�LQYHVWPHQWV�EXW�PDQDJHPHQW�EX\�RXWV�

7R� XQGHUVWDQG� KLJK� WHFK� ILQDQFH�� LW� LV� WKHUHIRUH� LPSRUWDQW� WR� DSSUHFLDWH� LW� DV� EHLQJ
LQWLPDWHO\�FRQQHFWHG�WR�WKH�FRQWURO�RI�ILUPV��)LJXUH�����7KH�WUDQVLWLRQ�IURP�SHUVRQDO�WR
EXVLQHVV�DQJHO�WR�YHQWXUH�FDSLWDO�WR�VWRFN�PDUNHW�ILQDQFH�LQYROYHV�D�JUDGXDO�EURDGHQLQJ
RI� WKH� LQYHVWRU� EDVH�� 7KLV� PRYHV� UDSLGO\� IURP� WKH� HQWUHSUHQHXU� WR� VLQJOH� RXWVLGH
LQYHVWRUV� ZKR� DUH� DFWLYH� PDQDJHUV�� WR� ILQDQFLDO� LQVWLWXWLRQV� ZKR� XVH� LQWHUPHGLDU\
YHQWXUH� FDSLWDO� ILUPV� WR� VFUHHQ� DQG�PDQDJH� WKHLU� LQYHVWPHQWV�� WR� VWRFN� PDUNHWV� ZLWK
ODUJHO\�SDVVLYH�LQYHVWRUV�

Figure 3
Stages of entrepreneurial finance
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Figure 4
The financing of Amazon.com (1994-99)

Time line

1994 - July to Nov

1995 - Feb to July

1995 - Aug to Dec

1995/6 - Dec to May

1996 - May

1996 - June

1997 - May

1997/8 - Dec to May

Price/share

$.001

$.1717

$.1287-.3333

$.3333

$.3333

$2.3417

$18

$52.11

Sources of funds

Founder: Jeff Bezos starts Amazon.
Com with $10,000, borrows $44,000.

Family: Founder’s father and mother 
invest $245,500.

Business Angels:  2 angels invest
 $54,408.

Business Angels:  20 angels invest
$937,000

Family:  Founder’s siblings invest
$20,000.

Venture Capitalists:  2 venture capital
funds invest $8 million.

IPO:  3 million shares issued raising
$49.1 million

Bond issue:  $326 million bond issue.

Source: Smith and Kiholm (2000).

7KH� ILQDQFLQJ� RI� $PD]RQ�FRP� LOOXVWUDWHV� WKLV� �VHH� )LJXUH� ���� 7KH� ILUP� ZDV� LQLWLDOO\
IXQGHG�RXW�RI�-HII�%H]RV¶�RZQ�VDYLQJV�DQG�VRPH�ERUURZLQJV��7KH�IDPLO\�WKHQ�LQYHVWHG�D
TXDUWHU� RI� D�PLOOLRQ� GROODUV�� 7ZR� EXVLQHVV� DQJHOV� WKHQ� FDPH� LQ� IROORZHG� E\� D� ODUJHU
EXVLQHVV� DQJHO� V\QGLFDWH��7KHUH�ZDV� D� IXUWKHU� VPDOO� IDPLO\� LQYHVWPHQW� IROORZHG� E\� D
VXEVWDQWLDO�YHQWXUH�FDSLWDO�LQMHFWLRQ�RI����PLOOLRQ��$�\HDU�ODWHU�WKH�ILUP�ZHQW�SXEOLF�ZLWK
DQ�,32�RI�����PLOOLRQ�

7KH� ODVW� IHZ� \HDUV�KDYH� VHHQ�D� UDSLG� ULVH� LQ� YHQWXUH� FDSLWDO� ILQDQFH� DQG� LQLWLDO� SXEOLF
RIIHULQJV� LQ�PDQ\�(XURSHDQ� FRXQWULHV� DV�ZHOO� DV� WKH�86��%RWWD]]L� DQG�'D�5LQ� ������
UHSRUW� WKDW� IXQGV� UDLVHG� LQ� (XURSH� WUHEOHG� RYHU� WKH� WZR� \HDUV� ����� WR� ����� IURP� �
ELOOLRQ�WR� ���ELOOLRQ��6RPH�RI�WKH�IDVWHVW�JURZWK�KDV�RFFXUUHG�RQ�&RQWLQHQWDO�(XURSH�
%RWWD]]L� DQG� 'D� 5LQ� ������� UHSRUW� WKDW� E\� WKH� HQG� RI� WKH� ����¶V� YHQWXUH� FDSLWDO
LQYHVWPHQWV�LQ�%HOJLXP�DQG�6ZHGHQ�UHSUHVHQWHG�DSSUR[LPDWHO\�WKH�VDPH�VKDUH�RI�*3'
DV� WKRVH� LQ� WKH� 8.�� KDYLQJ� VWDUWHG� IURP� PXFK� ORZHU� EDVHV� DW� WKH� EHJLQQLQJ� RI� WKH
����¶V��9LWROV� ������� UHSRUWV� WKDW� YHQWXUH� FDSLWDO� LQ�*HUPDQ\� KDV�PRUH� WKDQ� GRXEOHG
VLQFH������IURP�'0�����ELOOLRQ�WR�'0������ELOOLRQ�LQ�������(DUO\�VWDJH�ILQDQFLQJ�KDV
PRUH�WKDQ�GRXEOHG�DV�D�SURSRUWLRQ�RI�WRWDO�YHQWXUH�FDSLWDO�IURP����SHU�FHQW�LQ������WR
���SHU� FHQW� LQ� ������ )ROORZLQJ� WKH� HVWDEOLVKPHQW� RI� WKH�1HXHU�0DUNW� LQ� ������ LQLWLDO
SXEOLF�RIIHULQJV�KDYH�LQFUHDVHG�IURP����LQ������WR�����LQ�������+RZHYHU��WKLV�JURZWK
IROORZHG�DQ�H[WHQGHG�SHULRG�RI�DERUWLYH�DWWHPSWV�WR�VWLPXODWH�D�YHQWXUH�FDSLWDO�PDUNHW
LQ� *HUPDQ\�� 7KURXJKRXW� WKH� ����¶V� WKHUH� ZDV� D� SHUFHSWLRQ� WKDW� WKH� *HUPDQ
HFRQRP\�ZDV�VXIIHULQJ�IURP�DQ�µHTXLW\�JDS¶��7KH�UHVSRQVH�RI�WKH�*HUPDQ�JRYHUQPHQW
ZDV� WR� HQFRXUDJH� WKH� IRUPDWLRQ� RI� D� QHZ� LQVWLWXWLRQ�� WKH� 'HXWVFKH
:DJQLVILQDQ]LHUXQJVJHVHOOVFKDIW� �:)*��� LQ� ����� GHYRWHG� WR� WKH� ILQDQFLQJ� RI� \RXQJ
HQWHUSULVHV�� ,Q� DQ� H[FHOOHQW� VWXG\�� %HFNHU� DQG� +HOOPDQQ� ������� GRFXPHQW� WKH
GHYHORSPHQW�DQG�SHUIRUPDQFH�RI�WKH�:)*��:H�VXPPDUL]H� WKH�RZQHUVKLS�� LQYHVWPHQW
VWUDWHJ\��SHUIRUPDQFH�DQG�VXEVHTXHQW�GHYHORSPHQWV�RI�WKH�:)*�
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2ZQHUVKLS�����*HUPDQ�EDQNV�IRXQGHG�WKH�:)*�ZLWK�D�JRYHUQPHQW�JXDUDQWHH�RI����SHU
FHQW� RI� DQ\� ORVVHV� WKDW� WKH� EDQNV� PLJKW� LQFXU�� 7KH� ERDUG� RI� WKH� :)*� FRPSULVHG
UHSUHVHQWDWLYHV�IURP�LQGXVWU\�DQG�JRYHUQPHQW��DQG�VFLHQWLVWV�DQG�FRQVXOWDQWV�

,QYHVWPHQW�VWUDWHJ\��7KH�:)*�LQLWLDOO\�IRFXVHG�RQ�HDUO\�VWDJH�LQYHVWPHQW�LQ�SDUWLFXODU
LQ� PDQXIDFWXULQJ� DQG� LQIRUPDWLRQ� WHFKQRORJ\�� 7KH� FULWHULD� IRU� VHOHFWLQJ� LQYHVWPHQWV
ZHUH� WKH� GHJUHH� RI� LQQRYDWLRQ� RI� SURGXFWV� DQG� SURFHVVHV�� WKHLU� SRWHQWLDO�PDUNHWV�� WKH
TXDOLW\�RI� HQWUHSUHQHXUV� DQG� WKH� VKRUWDJH�RI� DOWHUQDWLYH� VRXUFHV� RI� ILQDQFH��7KH�:)*
WRRN�PLQRULW\�HTXLW\�VWDNHV��JUDQWHG� WKH�HQWUHSUHQHXU�D�EX\�EDFN� ULJKW�RYHU� WKH�HTXLW\
DQG� WRRN� QR� FRQWURO� ULJKWV�� ,W� RIIHUHG� HQWUHSUHQHXUV� VWDQGDUGL]HG� FRQWUDFWV� ZLWK
HVVHQWLDOO\�XQLIRUPLW\�RI�SULFLQJ�

3HUIRUPDQFH��7KH�SHUIRUPDQFH�RI�WKH�:)*�ZDV�GLVDVWURXV��,W�PDGH�ORVVHV�LQ�HDFK�RI�LWV
ILUVW���\HDUV��0RVW�RI�WKH�ILUPV�LW�VXSSRUWHG�UHFRUGHG�QHW�ORVVHV�DW�H[LW�DQG�EDQNUXSWFLHV
DFFRXQWHG�IRU�D�KLJK�SURSRUWLRQ�RI�H[LWV��,Q�FRQWUDVW�WR�HYLGHQFH�IURP�86�YHQWXUH�FDSLWDO
EDFNHG�ILUPV��HQWUHSUHQHXUV�ZHUH�DVKDPHG�WR�DGPLW�WKDW� WKH�:)*�KDG�D�VWDNH� LQ� WKHLU
ILUP�

6XEVHTXHQW�GHYHORSPHQWV��,Q������� WKH�:)*�XQGHUZHQW�D� IXQGDPHQWDO� WUDQVIRUPDWLRQ
LQYROYLQJ�D�OLTXLGDWLRQ�RI�WKH�ROG�ILUP�DQG�WKH�FUHDWLRQ�RI�D�QHZ�RQH��7KH�JRYHUQPHQW
H[LWHG�DQG�WKH�JRYHUQPHQW�UHSUHVHQWDWLYHV�UHVLJQHG�IURP�WKH�ERDUG��7KH�:)*�UHIRFXVHG
LWV� DWWHQWLRQ� DZD\� IURP� VWDUW�XSV� WR� ODWHU� VWDJH� ILQDQFLQJ� DQG� VKLIWHG� LWV� KLULQJ� SROLF\
DZD\� IURP�SHRSOH�ZLWK� WHFKQRORJLFDO� WR� EXVLQHVV� H[SHULHQFH�� ,Q� ������ WKH� QHZ�:)*
ZDV�LQ�WXUQ�GLVEDQGHG�DQG�WKH�SRUWIROLR�ZDV�WDNHQ�RYHU�E\�'HXWVFKH�%DQN�DQG�RQH�VPDOO
EDQN�

,W� LV� LQWHUHVWLQJ� WR� FRQWUDVW� WKLV� FDVH�ZLWK� D� VLPLODU�%ULWLVK�RUJDQL]DWLRQ�� WKH� ,QGXVWULDO
DQG�)LQDQFH�&RUSRUDWLRQ��,&)&���

2ZQHUVKLS�� ,&)&� ZDV� VHW� XS� LQ� WKH� 8.� LQ� ����� WR� ILOO� ZKDW� ZDV� NQRZQ� DV� WKH
0DFPLOODQ� JDS� �WKH� IDLOXUH� RI� WKH� &LW\� WR� VXSSO\� ORQJ�WHUP� ILQDQFH� WR� VPDOO� DQG
PHGLXP�VL]HG�ILUPV���,W�ZDV�RZQHG�E\�WKH�8.�FOHDULQJ�EDQNV�DQG�WKH�%DQN�RI�(QJODQG
EXW�FUHDWHG�LQ�WKH�IDFH�RI�FRQVLGHUDEOH�RSSRVLWLRQ�IURP�WKH�EDQNV��ZKLFK�UHJDUGHG�LW�DV�D
FRPSHWLWLYH�WKUHDW�UDWKHU�WKDQ�D�FRPSOHPHQWDU\�LQVWLWXWLRQ�

,QYHVWPHQW� VWUDWHJ\�� ,&)&� IRFXVHG� RQ� VPDOO� PDQXIDFWXULQJ� FRPSDQLHV� LQ� WKHLU� HDUO\
GHYHORSPHQW� VWDJH�� ,W� XQGHUWRRN� DFWLYH� VFUHHQLQJ� DQG� PRQLWRULQJ� RI� ERUURZHUV�
8QXVXDOO\� IRU�%ULWLVK� FOHDULQJ� EDQNV�� LWV� ORDQ� RIILFHUV� KDG� D� KLJK� GHJUHH� RI� WHFKQLFDO
FRPSHWHQFH� DQG� GLVSOD\HG� D� KLJK� GHJUHH� RI� FRPPLWPHQW� WR� ORQJ�WHUP� OHQGLQJ�� ,&)&
WRRN�HTXLW\�VWDNHV�EXW�GLG�QRW�KDYH�GLUHFW�UHSUHVHQWDWLRQ�RQ�WKH�ERDUGV�RI�ILUPV�

3HUIRUPDQFH��)ROORZLQJ� ORVVHV� LQ� LWV� ILUVW� WKUHH� \HDUV� WR������� ,&)&�PDGH� VXEVWDQWLDO
SURILWV�LQ�HYHU\�\HDU�VXEVHTXHQWO\��7KH�QXPEHU�RI�LWV�LQYHVWPHQWV�ZHQW�XS�E\�D�IDFWRU�RI
WHQ� EHWZHHQ� ����� DQG� ����� DQG� LQYHVWPHQWV� E\� ,&)&� ZHUH� UHJDUGHG� DV� VLJQDOV� RI
TXDOLW\�FHUWLILFDWLRQ�

6XEVHTXHQW� GHYHORSPHQWV�� ,Q� ����� ,&)&� ZDV� FRQVROLGDWHG� LQ� WKH� �L� JURXS�� ,WV
LQYHVWPHQWV�EHFDPH�LQFUHDVLQJO\�FRQFHQWUDWHG�RQ�YHQWXUH�FDSLWDO��,QLWLDOO\�LW�IRFXVHG�RQ
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� )RU�DQ�H[FHOOHQW�KLVWRU\�RI�WKH�ILUP�DQG�LWV�VXFFHVVRU�RUJDQL]DWLRQ��VHH�&RRSH\�DQG�&ODUNH��������
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VWDUW�XSV��HDUO\�VWDJH�DQG�GHYHORSPHQW�FDSLWDO��%\�WKH�EHJLQQLQJ�RI�WKH�����V��LW�EHFDPH
E\� IDU� WKH� ODUJHVW� SURYLGHU� RI� YHQWXUH� FDSLWDO� LQ� WKH� 8.�� ,QFUHDVLQJO\�� KRZHYHU�� LWV
LQYHVWPHQWV�IRFXVHG�RQ�PDQDJHPHQW�EX\�RXWV�DQG�EX\�LQV�DQG� WKH�UHSRVLWLRQLQJ�RI� LWV
DFWLYLWLHV�FRQWULEXWHG�VLJQLILFDQWO\� WR� WKH�VZLWFK� LQ�DJJUHJDWH�8.�YHQWXUH� FDSLWDO� IURP
HDUO\�VWDJH�LQ�WKH�PLG�����V�WR�0%2V�DQG�0%,V�E\�WKH�HQG�RI�WKH�����V�

7KH�PDUNHGO\�GLIIHUHQW�SHUIRUPDQFH�RI�WKH�:)*�DQG�,&)&�FDQQRW�EH�UHDGLO\�DWWULEXWHG
WR�WKHLU�RULJLQV�RU�RZQHUVKLS�VWUXFWXUH��%RWK�ZHUH�IRUPHG�LQ�UHVSRQVH�WR�D�ILQDQFLQJ�JDS
DQG�ERWK�KDG��UHOXFWDQW��EDQNV�DV�WKHLU�RZQHUV��1HLWKHU�FDQ�WKH�VXSSO\�RI�HQWUHSUHQHXUV
EH� FLWHG� DV� D� IXQGDPHQWDO� GLIIHUHQFH� EHWZHHQ� WKH� 8.� DQG� *HUPDQ\�� 7KH� SRVW�ZDU
%ULWLVK�FXOWXUH�KDV�EHHQ�UHJDUGHG�DV�EHLQJ�SDUWLFXODUO\�DQWL�FRPPHUFLDO��7KH�8.�KDV�D
FUHGLWRU�RULHQWHG�EDQNUXSWF\�V\VWHP�DQG�D�VWURQJ�EDQNUXSWF\�VWLJPD��)RU�PXFK�RI� WKH
SHULRG� WKHUH� ZHUH� SURKLELWLYHO\� KLJK� UDWHV� RI� SHUVRQDO� WD[DWLRQ� LQ� WKH� 8.�� +RZHYHU�
ZKHUH� WKH� WZR� LQVWLWXWLRQV� GLIIHUHG� ZDV� LQ� WKH� LQYROYHPHQW� RI� WKH� EDQNV� DQG� WKH
JRYHUQPHQW�� ,Q� PDQ\� UHVSHFWV� ,&)&� KDG� WKH� FKDUDFWHULVWLFV� RI� D� 86� YHQWXUH� FDSLWDO
SDUWQHUVKLS�� OHQGHUV�ZLWK� WHFKQLFDO� H[SHUWLVH� LQWHUPHGLDWLQJ� EHWZHHQ� LQYHVWRUV� RQ� RQH
VLGH�DQG�FRPSDQLHV�RQ�WKH�RWKHU��7KH�EDQNV�ZHUH�NHSW�DW�D�GLVWDQFH�E\�WKH�SUHVHQFH�RI
WKH� %DQN� RI� (QJODQG� DQG� WKHUH� ZDV� QR� JRYHUQPHQW� LQYROYHPHQW� LQ� ,&)&� RU� �L�� ,Q
FRQWUDVW��WKH�:)*�FRXOG�QRW�GLVHQWDQJOH�LWVHOI�IURP�WKH�EDQNV�RU�WKH�JRYHUQPHQW�

� 7KH�SRVW�,32�VWDJH

:KDW�KDSSHQV�DIWHU�WKH�,32"�$QRWKHU�IRUPHU�GRFWRUDO�VWXGHQW�RI�PLQH��0DUF�*RHUJHQ�
KDV�XQGHUWDNHQ�D�YHU\�LQWHUHVWLQJ�FRPSDULVRQ�RI�WKH�FKDQJLQJ�SDWWHUQ�RI�FRQWURO�RI�8.
DQG� *HUPDQ� ILUPV� DIWHU� WKH\� KDYH� JRQH� SXEOLF�� *RHUJHQ� QRWHV� WKDW� KLVWRULFDOO\� WKH
DYHUDJH�DJH�RI�D�ILUP�FRPLQJ�WR�WKH�*HUPDQ�VWRFN�PDUNHW�KDV�EHHQ����\HDUV��,Q�WKH�8.
LW�LV�DURXQG����DQG�LQ�WKH�86�DURXQG���\HDUV��*HUPDQ�ILUPV�KDYH�W\SLFDOO\�EHHQ�DERXW
WZLFH�DV� ODUJH�DV�8.�ILUPV�RQ�FRPLQJ� WR� WKH�VWRFN�PDUNHW��$W� WKH� WLPH�RI� WKH� ,32� LQ
JHQHUDO� WKHUH� LV� HLWKHU� QR� FKDQJH� LQ� FRQWURO� LQ� *HUPDQ\� ZLWK� WKH� RULJLQDO� LQYHVWRUV
UHWDLQLQJ�FRQWURO�RU�FRQWURO� LV� WUDQVIHUUHG�DV�D�EORFN� WR�D�QHZ�LQYHVWRU��(YHQ�VL[�\HDUV
DIWHU�WKH�,32��IDPLOLHV�KROG�PDMRULW\�VWDNHV�LQ�QHDUO\����SHU�FHQW�RI�*HUPDQ�ILUPV��,Q�WKH
8.� IDPLOLHV� FRQWURO� D�PDMRULW\�RI�YRWHV� LQ� RQO\� ���SHU� FHQW� RI� ILUPV��PRVW� DUH� HLWKHU
WDNHQ�RYHU�RU�EHFRPH�ZLGHO\�KHOG�

7KLV�GLIIHUHQFH�HYHQ�SHUVLVWV� LQ� WKH�1HXHU�0DUNW� ILUPV��$V�9LWWROV� �������GRFXPHQWV�
WKH� W\SLFDO� 1HXHU� 0DUNW� ILUP� DGKHUHV� WR� ZKDW� LV� GHVFULEHG� DV� WKH� µ+HUU� LP� +DXVH¶
�µPDVWHU�RI�WKH�KRXVH¶��PRGHO�ZKHUH�WKH�IRXQGHU�&(2�KDV�D�FRQWUROOLQJ�VWDNH�LQ�WKH�ILUP
DQG� GRPLQDWHV� WKH� FRPSDQ\� ERDUG�� 7KH� LQQRYDWLRQ� VWUDWHJ\� LV� WKH� LQFUHPHQWDO
GHYHORSPHQW� RI� H[LVWLQJ� SURGXFWV� LQ� FRQWUDVW� WR� WKDW� RI� D� YHQWXUH� FDSLWDO� GRPLQDWHG
µ6LOLFRQ�9DOOH\¶�ILUP��ZKLFK�VHHNV�WKH�GHYHORSPHQW�RI�D�EORFN�EXVWHU�SURGXFW�

7KLV�IXUWKHU�HPSKDVL]HV�WKH�LPSRUWDQW�FRQWURO�GLIIHUHQFHV�QRW�RQO\�EHWZHHQ�ROG�DQG�QHZ
HFRQRP\�ILUPV�EXW�DOVR�EHWZHHQ�GLIIHUHQW�W\SHV�RI�QHZ�HFRQRP\�ILUPV��7KHUH�LV�D�PXFK
PRUH� UDSLGO\� FKDQJLQJ� FRQWURO� VWUXFWXUH� LQ� QHZ� WKDQ� ROG� HFRQRP\� ILUPV�� 'RPLQDQW
FRQWURO� VWUXFWXUHV� LQ� ROG� HFRQRP\� ILUPV� DUH� FRQFHQWUDWHG� DQG� VORZO\� HYROYLQJ�
'RPLQDQW�FRQWURO�VWUXFWXUHV�RI�QHZ�HFRQRP\�ILUPV�VKLIW�UDSLGO\�EHWZHHQ�HQWUHSUHQHXUV
DQG� GLIIHUHQW� LQYHVWRU� JURXSV� DV� WKH� SURGXFWLRQ� SURFHVV� DQG� ILQDQFLQJ� QHHGV� RI� ILUPV
FKDQJH�
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([DPLQLQJ� ZKDW� KDSSHQV� RQFH� ILUPV� DUH� HVWDEOLVKHG� RQ� WKH� VWRFN� PDUNHW� IXUWKHU
UHLQIRUFHV� WKLV� REVHUYDWLRQ�� :RUN� WKDW� ,� KDYH� EHHQ� GRLQJ� ZLWK� 0DUF� *RHUJHQ� KDV
FRPSDUHG� WKH� FKDUDFWHULVWLFV� RI� FRPSDQLHV� OLVWHG� RQ� WKH� 8.� VWRFN� PDUNHW� ZLWK
HTXLYDOHQW�VL]HG�ILUPV�WKDW�DUH�SULYDWHO\�RZQHG��&RQVLVWHQW�ZLWK�WKH�DERYH�REVHUYDWLRQV
RQ�WKH�LPSRUWDQFH�RI�VWRFN�PDUNHWV�IRU�KLJK�WHFK�ILUPV��OLVWHG�ILUPV�DUH�FRQFHQWUDWHG�LQ
5	'�LQWHQVLYH�VHFWRUV�RI�WKH�HFRQRP\��/LVWHG�ILUPV�REYLRXVO\�UDLVH�PXFK�PRUH�HTXLW\
ILQDQFH� EXW� WKLV� LV� QRW� XVHG� WR� IXQG� LQWHUQDO� LQYHVWPHQW�� ,QVWHDG�� ZKDW� FOHDUO\
GLVWLQJXLVKHV� OLVWHG� IURP� XQOLVWHG� ILUPV� LV� WKH� H[WHQW� WR� ZKLFK� WKH\� HQJDJH� LQ
DFTXLVLWLRQV��$FFHVV�WR�VWRFN�PDUNHWV�SULPDULO\�SURYLGHV�ILUPV�ZLWK� WKH�RSSRUWXQLW\� WR
H[SDQG� WKURXJK� DFTXLVLWLRQ�� 6WRFN�PDUNHW� OLVWLQJV� DQG� GLVSHUVHG� VKDUH� RZQHUVKLS� DUH
LPSRUWDQW�QRW�RQO\�LQ�PDNLQJ�ILUPV�VXEMHFW�WR�WKH�GLVFLSOLQH�RI�WKH�WDNHRYHU�PDUNHW�EXW
LQ�SURYLGLQJ� WKHP�ZLWK� WKH�RSSRUWXQLW\�RI�H[SDQGLQJ� WKURXJK�DFTXLVLWLRQV� WKHPVHOYHV�
$JDLQ�LW�LV�WKH�SRWHQWLDO�IRU�UDSLGO\�HYROYLQJ�SDWWHUQV�RI�FRQWURO� WKDW�PDUN�RXW�WKH�QHZ
HFRQRP\�ILUPV�

� 3ROLF\�LPSOLFDWLRQV

:KDW�DUH� WKH�SROLF\� LPSOLFDWLRQV�RI� WKLV"� ,V� WKHUH�� DV� WKH� OLWHUDWXUH� LQ� WKH� LQWURGXFWLRQ
VXJJHVWV�� D� VWUDLJKWIRUZDUG� UHODWLRQ� EHWZHHQ� UHJXODWLRQ� DQG� WKH� GHYHORSPHQW� RI
LQVWLWXWLRQV"�%HFKW�DQG�0D\HU��������KDYH�UHFHQWO\�DUJXHG�LQ�WKH�FRQWH[W�RI�DQ�DQDO\VLV
RI� WKH� RZQHUVKLS� DQG� FRQWURO� RI� (XURSHDQ� FRUSRUDWLRQV� WKDW� UHJXODWLRQ� DIIHFWV� WKH
VWUXFWXUH� RI� ILQDQFLDO� DQG� FRUSRUDWH� V\VWHPV�� 7KHUH� LV� HYLGHQFH� WKDW� UHJXODWRU\
GLIIHUHQFHV� DFURVV� (XURSHDQ� FRXQWULHV� DQG� EHWZHHQ� WKH�8.� DQG� 86� ELDV� LQVWLWXWLRQDO
DUUDQJHPHQWV�LQ�SDUWLFXODU�GLUHFWLRQV�

7KH� UHJXODWLRQ� RI� WKH� KLJK� WHFK� VHFWRU� LOOXVWUDWHV� WKLV� ZHOO�� 2QH� RI� WKH� LPSRUWDQW
FRQWULEXWRUV� WR� WKH� GHYHORSPHQW� RI� YHQWXUH� FDSLWDO� LQ� WKH� 8QLWHG� 6WDWHV� ZDV� WKH
HOLPLQDWLRQ�RI� WKH� µSUXGHQW�PDQ¶� UXOH� RQ�SHQVLRQ� IXQGV� DW� WKH� HQG�RI� WKH� ����V��7KLV
VWLPXODWHG�D�VXEVWDQWLDO�H[SDQVLRQ�LQ�LQYHVWPHQW�LQ�YHQWXUH�FDSLWDO�DFWLYLWLHV�GXULQJ�WKH
����V�� ,Q� WKH� 8.�� SHQVLRQV� KDYH� EHHQ� GRPLQDWHG� E\� GHILQHG� EHQHILW� VFKHPHV� WKDW
LPSRVH� ORZ� ULVN�UHWXUQ� UHODWLRQV� RQ� LQYHVWLQJ� LQVWLWXWLRQV�� ,Q� DGGLWLRQ� WR� SURWHFW
SHQVLRQHUV� IURP� WKH� W\SHV� RI� ORVVHV� WKDW� ZHUH� LQFXUUHG� LQ� WKH�0D[ZHOO� SHQVLRQ� IXQG
VFDQGDO�� PLQLPXP� IXQGLQJ� UHTXLUHPHQWV� KDYH� EHHQ� UHTXLUHG� RI� SHQVLRQ� IXQGV�� 7KHLU
PDLQ�HIIHFW�KDV�EHHQ�WR�ELDV�SHQVLRQ�IXQG�SRUWIROLRV�LQ�WKH�GLUHFWLRQ�RI�KROGLQJV�RI�8.
JRYHUQPHQW� VHFXULWLHV� DQG� DZD\� IURP�PRUH� ULVN\� LQYHVWPHQWV� VXFK� DV� YHQWXUH� FDSLWDO
IXQGV�

7KH� ZD\� LQ� ZKLFK� RWKHU� ILQDQFLDO� LQVWLWXWLRQV� DUH� UHJXODWHG� FDQ� EHDU� KHDYLO\� RQ� ULVN
WDNLQJ��$QRWKHU� H[DPSOH� LV� WKH� UHJXODWLRQ� RI�8.�EDQNV�� 6LQFH� WKH� ����V�� %ULWDLQ� KDV
RSWHG�SURJUHVVLYHO\�IRU�SURWHFWLRQ�RI�GHSRVLWRUV�RYHU�FRPSHWLWLRQ��,Q�WKH�ILUVW�KDOI�RI�WKH
QLQHWHHQWK�FHQWXU\��%ULWDLQ�ZDV�SRSXODWHG�ZLWK�D�ODUJH�QXPEHU�RI�ORFDO�EDQNV��+RZHYHU�
WKH�H[LVWHQFH�RI�����VPDOO��SULYDWH�EDQNV��HPSRZHUHG�WR�HQJDJH�LQ�QRWH�LVVXDQFH��FDXVHG
VHULRXV�VWDELOLW\�SUREOHPV��2YHU�WKH�SHULRG������WR������WKHUH�ZHUH�����EDQNUXSWFLHV�RI
FRXQWU\� EDQNV�� /DUJH� EDQNV� DUH� OHVV� H[SRVHG� WR� ORFDO� GLVWXUEDQFHV� DQG� KDYH� PRUH
UHVRXUFHV�DYDLODEOH�WR�WKHP�WKDQ�VPDOO��ORFDO�EDQNV��,Q�UHVSRQVH��EDQNV�ZLWKGUHZ�IURP
WKH� LOOLTXLG� LQYHVWPHQWV� LQ� ZKLFK� WKH\� KDG� EHHQ� HQJDJHG� DQG� EHJDQ� WR� VSUHDG� WKHLU
DFWLYLWLHV�JHRJUDSKLFDOO\��$�FRQYHQLHQW� UHODWLRQ�EHWZHHQ� WKH�%DQN�RI�(QJODQG�DQG� WKH
EDQNV�WKHUHIRUH�JUDGXDOO\�HPHUJHG�E\�ZKLFK�WKH�FOHDULQJ�EDQNV�IDFHG�OLWWOH�FRPSHWLWLRQ
DQG�WKH�%DQN�RI�(QJODQG�IDFHG�OLWWOH�IDLOXUH��$V�D�FRQVHTXHQFH�� WKHUH� LV�DQ�DEVHQFH�RI
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ORFDO� EDQNLQJ� LQ� %ULWDLQ� DQG� KLJKHU� OHYHOV� RI� FRQFHQWUDWLRQ� LQ� OHQGLQJ� WR� VPDOO� DQG
PHGLXPV�FRPSDQLHV�WKDQ�LQ�PRVW�FRXQWULHV��2Q�WKH�RWKHU�KDQG��WKHUH�KDV�EHHQ�PXFK�OHVV
IDLOXUH� WKDQ�� IRU� H[DPSOH�� LQ� WKH�86��7KH�FULWLFDO�TXHVWLRQ� WKDW� WKLV� UDLVHV� DQG�KDV�QRW
EHHQ� DGHTXDWHO\� DGGUHVVHG� LV� KRZ� VKRXOG� DQ� DSSURSULDWH� SRLQW� RQ� WKH� WUDGH�RII� EH
GHWHUPLQHG�

%XW�LW�LV�QRW�MXVW�WKH�EDODQFH�EHWZHHQ�LQYHVWRU�SURWHFWLRQ�DQG�FRPSHWLWLRQ�WKDW�DIIHFWV�WKH
FRPSRVLWLRQ� RI� ILQDQFLDO� LQVWLWXWLRQ� LQYHVWPHQWV�� 7KH� W\SH� RI� UHJXODWLRQ� LV� DOVR
LPSRUWDQW�� 7KH� UHJXODWLRQ� RI� LQYHVWPHQW� PDQDJHPHQW� LOOXVWUDWHV� WKLV�� &RQWLQHQWDO
(XURSH� IRU� WKH�PRVW� SDUW� UHJDUGV� LQYHVWPHQW�PDQDJHUV� DV� SDUWV� RI� EDQNV�� 7KH\� KDYH
ODUJH�DPRXQWV�RI�FDSLWDO�DQG�DUH� LQWHJUDWHG� LQWR� ODUJH� ILQDQFLDO� JURXSV��7KH�8.�KDV�D
ODUJH�QXPEHU�RI� VPDOO� LQYHVWPHQW�PDQDJHPHQW� ILUPV�EXW� LPSRVHV�GHWDLOHG�FRQGXFW� RI
EXVLQHVV�UXOHV�RQ�WKHP��,Q�WKH�86��WKHUH�DUH�IHZ�FDSLWDO�UHTXLUHPHQWV��OLWWOH�SUHVFULSWLYH
UHJXODWLRQ�EXW�H[WHQVLYH�GLVFORVXUH� UHTXLUHPHQWV�DQG�DFWLYH�DXGLWLQJ� DQG�HQIRUFHPHQW�
,Q� RWKHU� ZRUGV�� IRU� D� JLYHQ� OHYHO� RI� LQYHVWRU� SURWHFWLRQ�� WKH� 86� SHUPLWV� WKH� JUHDWHVW
GLYHUVLW\� LQ� W\SHV� RI� ILUPV� DQG� DFWLYLWLHV�� &RQWLQHQWDO� (XURSH� HQFRXUDJHV� WKH� OHDVW
GLYHUVLW\� DQG� WKH� 8.� LV� VRPHZKHUH� LQ� EHWZHHQ�� $� WKULYLQJ� HFRQRP\� LQ� QHZ
WHFKQRORJLHV�UHTXLUHV�D�KLJK�GHJUHH�RI�GLYHUVLW\�LQ�LQVWLWXWLRQV��LQYHVWPHQWV�DQG�IRUPV�RI
FRQWURO�� 7KH� 86� V\VWHP� RI� UHJXODWLRQ� RI� LQYHVWPHQW� PDQDJHUV� HQFRXUDJHV� WKLV�� WKH
(XURSHDQ�V\VWHPV�GR�QRW�

� &RQFOXVLRQV

7KLV� SDSHU� KDV� DUJXHG� WKDW� WKHUH� LV� D� FORVH� UHODWLRQ� EHWZHHQ� WKH� W\SHV� RI� DFWLYLWLHV
XQGHUWDNHQ� LQ� GLIIHUHQW� FRXQWULHV� DQG� WKHLU� LQVWLWXWLRQDO� VWUXFWXUHV�� &HUWDLQ� W\SHV� RI
LQVWLWXWLRQDO� DUUDQJHPHQW�� LQ� SDUWLFXODU� LQIRUPDWLRQ� GLVFORVXUH�� DSSHDU� WR� EH� UHODWHG� WR
JURZWK�RI�5	'�DFWLYLWLHV��0RUH�JHQHUDOO\�� WKHUH� LV�D�UHODWLRQ�EHWZHHQ� WKH�VWUXFWXUH�RI
LQVWLWXWLRQV� DQG� WKH� W\SHV� RI� KLJK� WHFK� DFWLYLWLHV� XQGHUWDNHQ�� 7KH� FRQWUDVW� EHWZHHQ
*HUPDQ� DQG� 86� SDWHQWLQJ� LV� LOOXVWUDWLYH� RI� WKLV�� 6R� WRR� LV� WKH� JUHDWHU� VXFFHVV� RI� WKH
JHQHUDO�OLPLWHG�SDUWQHUVKLS�DUUDQJHPHQWV�LQ�WKH�86�WKDQ�WKH�FDSWLYH�IXQGV�LQ�WKH�8.�LQ
IXQGLQJ�VWDUW�XS�DFWLYLWLHV�

$�GLVWLQJXLVKLQJ�FKDUDFWHULVWLF�RI� WKH� ILQDQFLQJ�RI� QHZ�HFRQRP\� ILUPV� LV� LWV� HYROYLQJ
SDWWHUQ�RI�FRQWURO�E\�GLIIHUHQW�LQYHVWRU�JURXSV��3DUWLFLSDWLRQ�LQ�VXFFHVVIXO�ILUPV�PRYHV
UDSLGO\� IURP� RZQ� LQYHVWPHQWV�� WR� IDPLOLHV�� LQGLYLGXDO� LQYHVWRUV�� VPDOO� JURXSV� RI
LQYHVWRUV�DQG�WR�YHQWXUH�FDSLWDOLVWV�IXQGHG�E\�ILQDQFLDO�LQVWLWXWLRQV��:KLOH�VWRFN�PDUNHWV
DUH�DQ�LPSRUWDQW�FRPSRQHQW�RI�WKH�GHYHORSPHQW�RI�WKH�PRVW�VXFFHVVIXO�ILUPV��WKH\�DUH
QRW�E\�DQ\�PHDQV�WKH�PRVW�FRPPRQ��:KHUH�LQLWLDO�SXEOLF�RIIHULQJV�RFFXU�WKH\�LQYROYH
UDSLG�FKDQJHV�LQ�FRQWURO�IURP�RULJLQDO�WR�QHZ�LQYHVWRUV�DQG�GLVSHUVHG�RZQHUVKLS��6WRFN
PDUNHW�ILQDQFH�LV�LPSRUWDQW�LQ�DOORZLQJ�FRQWURO�RI�DQG�E\�KLJK�WHFK�ILUPV�WR�DOWHU�

5HJXODWLRQ�LV�D�VLJQLILFDQW�LQIOXHQFH�RQ�LQVWLWXWLRQDO�VWUXFWXUH��7KH�GHJUHH�RI�ULVN�WDNLQJ
E\�ILQDQFLDO�LQVWLWXWLRQV�DQG�WKH�GLYHUVLW\�RI�WKHLU�LQYHVWPHQWV�DUH�DIIHFWHG�E\�WKH�ZD\�LQ
ZKLFK� FRPSHWLWLRQ� DQG� VWDELOLW\� LQ� ILQDQFLDO� V\VWHPV� DUH� WUDGHG� RII� DQG� WKH� IRUP� LQ
ZKLFK�LQYHVWRU�SURWHFWLRQ�LV�SURYLGHG��5LVN�WDNLQJ�E\�LQVWLWXWLRQDO�LQYHVWRUV�LV�DIIHFWHG
E\�WKH�HPSKDVLV�SODFHG�E\�UHJXODWLRQ�RQ��LQ�SDUWLFXODU�PLQRULW\��LQYHVWRU�SURWHFWLRQ��,Q
DGGLWLRQ��IRU�D�JLYHQ�OHYHO�RI�LQYHVWRU�SURWHFWLRQ��WKH�QDWXUH�RI�UHJXODWLRQ�PD\�LQIOXHQFH
WKH�GHJUHH�RI�FRPSHWLWLRQ�DQG�GLYHUVLW\�LQ�ILQDQFLDO�V\VWHPV��)RU�WKH�PRVW�SDUW��(XURSH
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KDV�RSWHG�IRU�KLJK�OHYHOV�RI�LQYHVWRU�SURWHFWLRQ�DQG�ORZ�OHYHOV�RI�GLYHUVLW\��,I�LW�ZLVKHV
WR�VWLPXODWH�D�QHZ�HFRQRP\��LW�PD\�KDYH�WR�FKDQJH�WKLV�EDODQFH�
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'HZDWULSRQW�� 0��� DQG� (�� 0DVNLQ� �������� µ&UHGLW� (IILFLHQF\� LQ� &HQWUDOL]HG� DQG
'HFHQWUDOL]HG�(FRQRPLHV¶��5HYLHZ�RI�(FRQRPLF�6WXGLHV�������������
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818�:RUOG� ,QVWLWXWH� IRU� 'HYHORSPHQW� (FRQRPLFV� 5HVHDUFK� �818�:,'(5�
ZDV� HVWDEOLVKHG� E\� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\� DV� LWV� ILUVW� UHVHDUFK� DQG
WUDLQLQJ�FHQWUH�DQG�VWDUWHG�ZRUN�LQ�+HOVLQNL��)LQODQG�LQ�������7KH�SXUSRVH�RI
WKH�,QVWLWXWH�LV�WR�XQGHUWDNH�DSSOLHG�UHVHDUFK�DQG�SROLF\�DQDO\VLV�RQ�VWUXFWXUDO
FKDQJHV� DIIHFWLQJ� WKH� GHYHORSLQJ� DQG� WUDQVLWLRQDO� HFRQRPLHV�� WR� SURYLGH� D
IRUXP� IRU� WKH� DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG
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&DPHUD�UHDG\�W\SHVFULSW�SUHSDUHG�E\�/LLVD�5RSRQHQ�DW�818�:,'(5
3ULQWHG�DW�818�:,'(5��+HOVLQNL

7KH� YLHZV� H[SUHVVHG� LQ� WKLV� SXEOLFDWLRQ� DUH� WKRVH� RI� WKH� DXWKRU�V��� 3XEOLFDWLRQ� GRHV� QRW� LPSO\
HQGRUVHPHQW�E\�WKH�,QVWLWXWH�RU�WKH�8QLWHG�1DWLRQV�8QLYHUVLW\��QRU�E\�WKH�SURJUDPPH�SURMHFW�VSRQVRUV��RI
DQ\�RI�WKH�YLHZV�H[SUHVVHG�

,661����������
,6%1����������������SULQWHG�SXEOLFDWLRQ�
,6%1����������������LQWHUQHW�SXEOLFDWLRQ�


