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+LYP]H[P]LZ

3VUN�[LYT�PU]LZ[TLU[�HUK�WVY[MVSPV�PUZ\YHUJL

7KH� GHFOLQHV� LQ� VWRFN� PDUNHWV� RYHU� WKH� ODVW� IHZ� PRQWKV� KDYH� GHVWUR\HG
ELOOLRQV� RI� GROODUV� ZRUOGZLGH�� )RU� QDWXUDO� ORQJ�WHUP� LQYHVWRUV� VXFK� DV
SHQVLRQ� IXQGV�� WKLV� GURS�PD\� FDXVH� D� ORZHU� IXWXUH� QHW� ZRUWK�� 2XU� VWXG\
VKRZV�WKDW�KHGJLQJ�PDNHV�VHQVH�LQ�DQWLFLSDWLRQ�RI�KLJK�YRODWLOLW\��+RZHYHU�
QRZ� PD\� EH� WKH� WLPH� WR� XQZLQG� KHGJHV�� VLQFH� WKH� FRVW� DVVRFLDWHG� ZLWK
SRUWIROLR�LQVXUDQFH�DOVR�GHVWUR\V�YDOXH�

7KH� SUREOHP� RI� YRODWLOH� SRUWIROLRV� LV� QRW� WKH� GRZQVLGH� ULVN� LWVHOI�� EXW� WKH
GRZQVLGH�ULVN�FRPELQHG�ZLWK�D�KLJK�GHJUHH�RI�YRODWLOLW\�DQG�WKH�GLVWULEXWLRQ
RI�WKH�UHWXUQV��ZKLFK�LV�EHVW�GHVFULEHG�DV�QRUPDO��7KH� ODWHVW�FRUUHFWLRQ�KDV
GHFUHDVHG� WKH� PDUNHW� FDSLWDOLVDWLRQ� RI� WKH� 6ZLVV� 0DUNHW� ,QGH[� E\� DERXW
�����7R�UHDFK�LWV�SUHYLRXV�SHDN��WKH�LQGH[�ZRXOG�KDYH�WR�LQFUHDVH�E\�DERXW
�����,Q�D�QRUPDO�GLVWULEXWLRQ��WKH�HYHQW�RI�DQ�LQFUHDVH�LQ�DEVROXWH�WHUPV�KDV
D�ORZHU�SUREDELOLW\�WKDQ�D�GURS�RI�WKH�VDPH�PDJQLWXGH�

,Q� WKH� IROORZLQJ� VWXG\�� ZH� VLPXODWH� WKH� SHUIRUPDQFH� RI� SURWHFWHG� IXQGV
LQFOXGLQJ�KHGJLQJ�FRVWV�DQG�WKH�SHUIRUPDQFH�RI�XQKHGJHG�SRUWIROLRV�RYHU�D
SHULRG�RI����\HDUV�

;OL�IPUVTPHS�TVKLS�\ZLK

)RU�DOO�WKH�VLPXODWLRQV��ZH�XVH�D�ELQRPLDO�PRGHO�ZLWK�WKH�IROORZLQJ�GHILQLWLRQ�
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ZKHUH�

∆W � LV�D�VPDOO�LQWHUYDO�RI�WLPH��RQH�WULPHVWHU�

µ � LV�WKH�JURZWK�UDWH�RI�WKH�SRUWIROLR��WKH�H[SHFWHG�SURSRUWLRQDO�UHWXUQ
HDUQHG� E\� DQ� LQYHVWRU� LQ� D� VKRUW� SHULRG� RI� WLPH� �DQQXDOLVHG� DQG
H[SUHVVHG�DV�D�SURSRUWLRQ���DQG

σ � LV�WKH�DQQXDO�YRODWLOLW\�RI�VWRFN�SULFH�UHWXUQV�

:LWK� WKH� ELQRPLDO� PRGHO�� D� VWRFKDVWLF� VKDUH� SULFH� GLIIXVLRQ� SURFHVV�� DV
LOOXVWUDWHG�LQ�WKH�JUDSK�EHORZ��FDQ�EH�JHQHUDWHG��:LWKRXW�SURWHFWLRQ�DJDLQVW
ORVVHV��QHW�ZRUWK�PD\�GHFUHDVH�RYHU�WKH�FRXUVH�RI�RQH�SHULRG��7KH�SURWHFWHG
SRUWIROLRnV� GUDZEDFNV� VWHP� IURP� WKH� KHGJLQJ� FRVWV�� LH�� SXW� SUHPLXPV� SDLG
XS�IURQW�� VOLSSDJH� FRVWV� LQ� WHFKQLFDO� WUDGLQJ�� RU� DQ� RSSRUWXQLW\� ORVV� LQ� WKH
HYHQW� RI� WKH� SRUWIROLR� EHLQJ� QHXWUDOLVHG� LQ� DQ� XSVZLQJ� ZKHUH� LW� KDV� EHHQ
KHGJHG�ZLWK�D�VKRUW�IXWXUHV�SRVLWLRQ�
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6WRFN�SULFH�SURFHVV��BBBB���=HUR�FRVW�SURWHFWHG�SRUWIROLR��

�����
���&RVWO\�SURWHFWHG�SRUWIROLR��B�B�B�

6RXUFH��:DUEXUJ�'LOORQ�5HDG

;OL�YPZR�YL[\YU�MYHTL^VYR�MVY�T\S[PWSL�WLYPVKZ

7KH� ULVN�UHWXUQ� IUDPHZRUN�PRVW� RIWHQ� XVHG� LQ� ILQDQFH� LV� WKH�&DSLWDO�$VVHW
3ULFLQJ�0RGHO� �&$30��� ,W� VWDWHV� WKDW� WKH� KLJKHU� WKH� V\VWHPDWLF� ULVN� RI� D
SRUWIROLR��WKH�KLJKHU�WKH�UHWXUQV�

7KH� &$30� LQ� LWV� RULJLQDO� YHUVLRQ�� LV� D� RQH�SHULRG� PRGHO�� 7KH� ORQJ�WHUP
LQYHVWRU��KRZHYHU�� LQYHVWV�RYHU�PXOWLSOH�WLPH�SHULRGV��'RHV�WKLV�IUDPHZRUN
VWLOO�KDYH�WKH�VDPH�RXWFRPH"

$VVXPLQJ�D�ZRUOG�ZLWK�D� JURZWK� UDWH� RI� ��� IRU� VWRFNV� �VHH� JUDSK�RQ� WKH
QH[W�SDJH����WKH�DYHUDJH�RI���������VLPXODWLRQV�RYHU����WULPHVWHUV�VKRZV�D
GHFUHDVH� LQ� WHUPLQDO� FXPXODWLYH� ZHDOWK� DV� YRODWLOLW\� RI� WKH� \HDUO\� VWRFN
UHWXUQV�LQFUHDVHV�

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

��:LOOLDP�)� 6KDUSH�� o&DSLWDO�$VVHW� 3ULFHV��$�7KHRU\�RI�0DUNHW�(TXLOLEULXP�XQGHU
&RQGLWLRQV� RI� 5LVNp�� -RXUQDO� RI� )LQDQFH� ���� 1R��� �6HSWHPEHU� ������� SS��������
-RKQ�/LQWQHU��o7KH�9DOXDWLRQ�RI�5LVN�$VVHWV�DQG�WKH�6HOHFWLRQ�RI�5LVN\�,QYHVWPHQWV
LQ� 6WRFN� 3RUWIROLRV� DQG� &DSLWDO� %XGJHWVp�� 5HYLHZ� RI� (FRQRPLFV� DQG� 6WDWLVWLFV� ���
1R��� �)HEUXDU\� ������� SS�������� DQG� o6HFXULW\� 3ULFHV�� 5LVN�� DQG�0D[LPDO� *DLQV
IURP�'LYHUVLILFDWLRQp�� -RXUQDO� RI� )LQDQFH�����1R��� �'HFHPEHU� ������� SS���������
DQG� -DQ�0RVVLQ�� o(TXLOLEULXP� LQ� &DSLWDO� $VVHW� 0DUNHWp�� (FRQRPHWULFD� ���� 1R��
�2FWREHU��������SS��������
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7KHVH� VLPXODWLRQV� VXSSRUW� WKH� ILQGLQJV� RI� )DPD� DQG� )UHQFK� �������� RI
SUHIHUULQJ�YDOXH�VWRFNV�WR�JURZWK�VWRFNV��DQG�+DXJHQnV���������ILQGLQJV�WKDW
ORZ�YRODWLOLW\�VWRFNV�DUH�WR�EH�SUHIHUUHG�WR�KLJK�YRODWLOLW\�VWRFNV�

3VUN�[LYT�LUK�UL[�^VY[O�HUK�OLKNPUN�JVZ[Z
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+HGJLQJ�&RVWV

6RXUFH��:DUEXUJ�'LOORQ�5HDG

;OL�WYV[LJ[PVU

:KHQ� VHHNLQJ�PD[LPXP� WHUPLQDO� FXPXODWLYH�ZHDOWK�� ORZ� YRODWLOLW\� VWRFNV
RQO\�PD[LPLVH� WKH�ZHDOWK� IRU� RXWULJKW� SRVLWLRQV��+LJK� YRODWLOLW\� VWRFNV� RQ
WKH� RWKHU� KDQG�PD\�KDYH� ODUJH� XSVLGH� SRWHQWLDO�� EXW� DV� YRODWLOLW\� LQFUHDVHV
WKH� DYHUDJH� UHWXUQ�RI� WKHVHV� VWRFNV� GLPLQLVKHV��:KHQ� FRPELQLQJ� D� YRODWLOH
VWRFN� SRUWIROLR� ZLWK� SURWHFWLYH� SXWV�� LQYHVWRUV� FDQ� DFKLHYH� GRZQVLGH
SURWHFWLRQ�ZKLOH�PDLQWDLQLQJ�WKH�ODUJH�XSVLGH�SRWHQWLDO�

,Q�RXU� VLPXODWLRQV��ZH� LQFOXGHG�\HDUO\�SURWHFWLRQ�FRVWV�RI�������������
DQG�����RI�WKH�SRUWIROLR�YDOXH�DW�WKH�HQG�RI�WKH�SUHYLRXV�\HDU��:H�GHILQHG
WKH�GLIIXVLRQ�SURFHVV�IRU�WKH�FDSLWDO�SURWHFWHG�SRUWIROLR�DV�VKRZQ�LQ�WKH�ILUVW
JUDSK�

7KH�UHVXOWV�RI�RXU�VLPXODWLRQV�DUH�VKRZQ�LQ�WKH�VHFRQG�JUDSK�
�����������������������������������������������

��)DPD��(�DQG�)UHQFK��.��o7KH�&URVV�VHFWLRQ�RI�([SHFWHG�6WRFN�5HWXUQVp��-RXUQDO�RI
)LQDQFH��-XQH������

��9DOXH� VWRFNV� LQ� WKHLU� VWXG\�DUH�GHILQHG�DV� VWRFNV�ZLWK�KLJK�ERRN�YDOXH� WR�PDUNHW
YDOXH�UDWLRV��7KHVH�VWRFNV�QRUPDOO\�KDYH�ORZHU�YRODWLOLW\�LQ�VKDUH�SULFH�UHWXUQV�

��5REHUW�$�+DXJHQ���������o7KH�1HZ�)LQDQFH��7KH�&DVH�$JDLQVW�(IILFLHQW�0DUNHWVp�
3UHQWLFH�+DOO�3UHVV��$SULO������
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2XWULJKW� VWRFN� SRUWIROLRV� ZLWKRXW� DQ\� SURWHFWLRQ� RXWSHUIRUP� SURWHFWHG
SRUWIROLRV�ZLWK�\HDUO\�KHGJLQJ�FRVWV�RI����XS�WR�D�YRODWLOLW\�RI������2Q�D
����YRODWLOLW\� OHYHO�KRZHYHU��KHGJLQJ�FRVWV�DUH�FORVHU� WR�����SHU� DQQXP�
7KH� RXWSHUIRUPDQFH� RI� SURWHFWHG� SRUWIROLRV� FRPSDUHG� ZLWK� D� QDNHG
SRUWIROLR�EHJLQV�DW�D�VWRFN�UHWXUQ�YRODWLOLW\�RI�����IRU�FRVWV�RI�����DW����
IRU�FRVWV�RI������DQG�DW�����IRU�FRVWV�RI�����DQG�����

*VUJS\ZPVUZ

)RU�SRUWIROLRV�ZLWK�D�ORZ�YRODWLOLW\��KHGJLQJ�FRVWV�DUH�WRR�KLJK��2Q�DYHUDJH�
KHGJHG�SRUWIROLRV�LQ�D�ORZ�YRODWLOLW\�ZRUOG�XQGHUSHUIRUP�WKH�RXWULJKW�VWRFN
SRVLWLRQV�RYHU�D�PXOWLSOH�WLPH�SHULRG�

,Q� D� ZRUOG� RI� KLJK� VKDUH� SULFH� YRODWLOLW\�� KHGJHG� SRUWIROLRV� RXWSHUIRUP
XQKHGJHG� SRUWIROLRV� RYHU� D� PXOWLSOH� WLPH� SHULRG�� 7KLV� LV� EHFDXVH� WKH
SUREDELOLW\�RI�D�ODUJH�GURS�LQ�DEVROXWH�WHUPV�LV�ODUJHU�WKDQ�WKH�FRUUHVSRQGLQJ
DEVROXWH� SULFH� LQFUHDVH� DQG� WKH� RYHUDOO� KHGJLQJ� FRVWV� DUH� ORZHU� WKDQ� WKH
FXPXODWHG�ORVVHV�LQ�WKH�RXWULJKW�VWRFN�SRVLWLRQV�

,QYHVWRUV� DUH� ZHOO� DGYLVHG� WR� SURWHFW� SRUWIROLRV� LQ� H[SHFWDWLRQ� RI� ODUJH
FRUUHFWLRQV�RI�VKDUH�SULFHV�HYHQ�DW�KLJK�SULFHV��EXW�QRW�RQ�D�UHJXODU�UROORYHU
EDVLV�� ,I� LQYHVWRUV� KHGJH� RQ� D� UROORYHU� EDVLV� ZKLOH� LPSOLHG� YRODWLOLWLHV� DUH
KLJK��KHGJLQJ�FRVWV�UHGXFH�WKH�XOWLPDWH�YDOXH�RI�WKH�SRUWIROLR��$�SHUPDQHQW
KHGJH�LV�QRW�DGYLVDEOH� IRU� ORZ�YRODWLOLW\�SRUWIROLRV�GXH� WR� WKH�KLJK�KHGJLQJ
FRVWV��$V�KHGJLQJ�JHWV�PRUH� H[SHQVLYH��SRUWIROLR� LQVXUDQFH� RQO\�PD[LPLVHV
WHUPLQDO�FXPXODWLYH�ZHDOWK�IRU�KLJK�YRODWLOLW\�SRUWIROLRV�

$V� WKH� 6ZLVV� 0DUNHW� ,QGH[� KDV� GHFUHDVHG� E\� DERXW� ���� DQG� LPSOLHG
YRODWLOLWLHV�KDYH�VRDUHG�RYHU�WKH�ODVW�IHZ�ZHHNV��ZH�EHOLHYH�WKDW�RYHU�WKH�QH[W
IHZ� PRQWKV� VWRFN� UHWXUQ� YRODWLOLWLHV� DQG� LPSOLHG� YRODWLOLWLHV� VKRXOG� FRPH
GRZQ� IURP� FXUUHQW� SHDN� OHYHOV�� 1RZ� PLJKW� EH� WKH� ULJKW� WLPH� WR� XQZLQG
H[SHQVLYH� SURWHFWLRQV� DQG� UHWXUQ� WR� RXWULJKW� VWRFN� SRVLWLRQV� LQ� RUGHU� WR
PD[LPLVH�WHUPLQDO�QHW�ZHDOWK�


