
,I�\ RX�ZRUN�LQ�WKH�EXLOGLQJ�LQGXVWU\ ��\ RX·UH�OLNHO\ �IDPLOLDU
ZLWK�( QYLURQPHQWDO�3URGXFW�' HFODUDWLRQV��( 3' V���7KH\
KHOS�EXLOGLQJ�SURIHVVLRQDOV�PDNH�LQIRUPHG�GHFLVLRQV�DERXW
PDWHULDOV�DQG�SURGXFWV�E\ �PHDVXULQJ�WKH�WRWDO
HQYLURQPHQWDO�LPSDFW�RI�WKHLU�SURMHFWV��
�
( 3' V�DUH�D�YDOXDEOH�SDUW�RI�WKH�GHFLVLRQ�PDNLQJ�SURFHVV
IRU�WUDFNLQJ�HPLVVLRQV��EXW�LI�PLVXVHG��WKH\ �FDQ�FRQWULEXWH
WR�DFFLGHQWDO�JUHHQZDVKLQJ��

7KH�LVVXH" �,QFRUUHFW�XVH�RI�WKH�PRGXOHV�IRXQG�ZLWKLQ�DQ
( 3' ��VSHFLILFDOO\ ��WKH�XVH�RI�0 RGXOH�' �WR�FDOFXODWH�D
EXLOGLQJ·V�RYHUDOO�HQYLURQPHQWDO�IRRWSULQW��* RYHUQLQJ
VWDQGDUGV��VXFK�DV�( 1 � � � � � � $� ��VWULFWO\ �SURKLELW�WKH
VXPPDWLRQ�RI�GDWD�LQ�PRGXOHV�$² ' ��
�
8QIRUWXQDWHO\ ��VRPH�XVHUV�LPSURSHUO\ �LQFOXGH�0 RGXOH�'
GDWD�ZKHQ�HYDOXDWLQJ�WKH�HQYLURQPHQWDO�LPSDFW�RI
PDWHULDOV��,I�\ RX·UH�XVLQJ�0 RGXOH�' �WR�DVVHVV�KRZ�WKH
SURGXFWV�LQ�\ RXU�SURMHFW�LPSDFW�WKH�EXLOGLQJ·V�HQWLUH
IRRWSULQW��PLVLQWHUSUHWLQJ�WKLV�GDWD�² �HYHQ�XQLQWHQWLRQDOO\ �²
FRXOG�XQGHUPLQH�\ RXU�JHQXLQH�VXVWDLQDELOLW\ �HIIRUWV�DQG
OHDG�WR�LQFRUUHFW�FODLPV��

8 BOU�UP�BWPJE�UI JT�SJTL �8QGHUVWDQGLQJ�0 RGXOH�' �DQG
DSSO\ LQJ�LW�UHVSRQVLEO\ �LV�NH\ ���
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�. �P�E�V�M�F���%���D�B�O���M�F�B�E���U�P
�E�P�V�C�M�F���D�P�V�O�U�J�O�H���B�D�S�P�T�T
�U�I �F���M�J�G�F���D�Z�D�M�F�T���P�G���E�J�G�G�F�S�F�O�U
�Q�S�P�E�V�D�U�T���B�O�E���N�B�Z���G�B�J�M���U�P
�B�E�F�R�V�B�U�F�M�Z���S�F�D�P�H�O�J�[�F���P�S
�J�O�D�F�O�U�J�W�J�[�F���U�I �F���V�T�F���P�G
�S�F�D�Z�D�M�F�E���D�P�O�U�F�O�U����

�����i�8 �I �B�U���T���U�I �F���T�U�P�S�Z���X�J�U�I ���. �P�E�V�M�F���%� �w
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/ HW·V�EUHDN�LW�GRZQ��,W�DOO�VWDUWV�ZKHQ�D�FRPSDQ\ �FRQGXFWV
D�/ LIH�&\ FOH�$VVHVVPHQW��/ &$���ZKLFK�VKRZV�WKH
HQYLURQPHQWDO�LPSDFW�RI�D�SURGXFW·V�HQWLUH�OLIH�F\ FOH
WKURXJK�YDULRXV�OLIH�VWDJHV�YLD�PRGXOHV��7KHQ��WKH
FRPSDQ\ �SXEOLVKHV�DQ�( 3' �VXPPDUL]LQJ�WKH�/ &$�ILQGLQJV�
6R��ZKHUH�GRHV�0 RGXOH�' �ILW�LQWR�DOO�WKLV" �
�
) FSF�T�B�TOBQTI PU���

) RU�H[ DPSOH��IRU�D�SURGXFW·V�FDUERQ�IRRWSULQW�ZH
PHDVXUH�LWV�FUDGOH�WR�JDWH�LPSDFW��ZKLFK�LQFOXGHV�WKH
PDQXIDFWXULQJ�VWDJH��IURP�SURGXFWLRQ�WR�IDFWRU\
GHSDUWXUH��RU�0 RGXOHV�$� ² $� �ZLWKLQ�DQ�( 3' ��DQG
0 RGXOHV�$� ² $� �IRU�WUDQVSRUWDWLRQ�DQG�LQVWDOODWLRQ
LPSDFW��
2 WKHU�PRGXOHV�FRYHU�WKH�UHPDLQLQJ�SKDVHV�RI�D
SURGXFW·V�OLIH�F\ FOH�² �0 RGXOH�%�RQ�XVH�DQG�0 RGXOH�&
ZLWK�HQG�RI�OLIH�LPSDFWV�OLNH�UHXVH��UHF\ FOLQJ��RU
GLVSRVDO��7KLV�PHDQV�WKDW�0 RGXOHV�$² &�UHSUHVHQW�WKH
HQWLUH�OLIH�F\ FOH�RI�D�SURGXFW���
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7KHUH·V�DOVR�DQ�RSWLRQDO�FDWHJRU\ ��FDOOHG�0 RGXOH�' �
ZKLFK�DVVHVVHV�D�SURGXFW·V�LPSDFW�´DIWHUOLIH�µ�7KLV
DIWHUOLIH�SURYLGHV�EHQHILWV�WR�RWKHU�SURGXFWV��ZKLFK
DUH�QRW�WKH�VXEMHFW�RI�WKH�( 3' ��) RU�H[ DPSOH��WKH
EHQHILWV�IURP�UHFRYHUHG�HQHUJ\ �RU�UHF\ FOLQJ�ZDVWH
DQG�VFUDS�LQ�0 RGXOH�' �DUHQ·W�UHDOL]HG�LQ�WKH
FXUUHQW�SURGXFW��,QVWHDG��WKH\ �ZRXOG�DSSO\ �WR
0 RGXOH�$�RI�WKH�IXWXUH�SURGXFW�UHVXOWLQJ�IURP�WKH
ILUVW�SURGXFW·V�DIWHUOLIH��+ HUH·V�ZKHUH�LW�JHWV�WULFN\ ��

0 RGXOH�' �H[ WHQGV�EH\ RQG�0 RGXOH�$² &
V�VWDQGDUG�OLIH
F\ FOH�VWDJHV��,QVWHDG��LW�HVWLPDWHV�D�SURGXFW·V�SRWHQWLDO
EHQHILWV�EDVHG�RQ�IXWXUH�UHXVH��HQHUJ\ �SURGXFWLRQ��DQG
UHF\ FOLQJ�SUDFWLFHV��,I�\ RX�FDOFXODWH�D�SURGXFW·V�WRWDO
HQYLURQPHQWDO�LPSDFW�XVLQJ�$² ' �UDWKHU�WKDQ�MXVW�$² &�
\ RX�PD\ �XQLQWHQWLRQDOO\ �RYHUVWDWH�WKHVH���6HH�WKH
H[ DPSOH�YLVXDOV�EHORZ���
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. PEVMF�"
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&OWJSPONFOUBM�GPPUQSJOU�BTTPDJBUFE�XJUI
NBOVGBDUVSJOH�PG�1SPEVDU�# �	*ODMVEFT�QPTJUJWF
JN QBDU�GSPN �SFDZDMFE�DPOUFOU�JOQVUT�GSPN
1SPEVDU�" µT�. PEVMF�%


. PEVMF�#
&OWJSPONFOUBM�GPPUQSJOU�PG�JOTUBMMBUJPO�BOE�VTF�PG
1SPEVDU�#

. PEVMF�$
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&OWJSPONFOUBM�GPPUQSJOU�BTTPDJBUFE�XJUI �BGUFSMJGF�PG
1SPEVDU�#

. PEVMF�"
��

&OWJSPONFOUBM�GPPUQSJOU�BTTPDJBUFE�XJUI �NBOVGBDUVSJOH
PG�1SPEVDU�" �	JODMVEFT�QPTJUJWF�JNQBDU�GSPN�SFDZDMFE
DPOUFOU�JOQVUT
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&OWJSPONFOUBM�GPPUQSJOU�PG�JOTUBMMBUJPO�BOE�VTF�PG
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. PEVMF�%

1PTJUJWF�JNQBDU
GSPN�SFDZDMJOH
1SPEVDU�" �JOUP
NBUFSJBM�GPS
1SPEVDU�#
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&OWJSPONFOUBM�GPPUQSJOU�BTTPDJBUFE�XJUI
NBOVGBDUVSJOH�PG�1SPEVDU�# �	*ODMVEFT
QPTJUJWF�JN QBDU�GSPN �SFDZDMFE�DPOUFOU
JOQVUT�GSPN �1SPEVDU�" µT�. PEVMF�%


. PEVMF�#
&OWJSPONFOUBM�GPPUQSJOU�PG�JOTUBMMBUJPO�BOE
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. PEVMF�$
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$W�,QWHUIDFH��ZH�DOLJQ�ZLWK�/ &$�EHVW�SUDFWLFHV�DQG�6FLHQFH
%DVHG�7DUJHW�LQLWLDWLYH��6%7L��VWDQGDUGV�IRU�FDUERQ�UHGXFWLRQ��

7R�EH�VXUH�ZH·UH�XVLQJ�WKH�PRVW�DFFXUDWH�GDWD�DYDLODEOH��ZH
SULRULWL]H�0 RGXOH�$�DV�RXU�PDLQ�IRRWSULQW�UHGXFWLRQ�GULYHU��DQG
ZH�DYRLG�FRPELQLQJ�GDWD�LQ��0 RGXOHV�$² ' ��ZKLFK�/ &$
JRYHUQLQJ�ERGLHV�SURKLELW��

0 RGXOH�$�LV�PRUH�DFFXUDWH�WKDQ�RWKHU�PRGXOHV�EHFDXVH�LW
FRQVLGHUV�D�SURGXFW·V�FUDGOH�WR�JDWH�HQYLURQPHQWDO�LPSDFW�LQ
UHDO�WLPH��%DVHG�RQ�DFWXDO�RXWFRPHV��0 RGXOHV�%² ' �UHSUHVHQW
SURMHFWHG�VFHQDULRV�RI�SRWHQWLDO�LPSDFWV��

8QIRUWXQDWHO\ ��PDQ\ �SURYLGHUV�GRQ·W�IROORZ�WKHVH�EHVW�SUDFWLFHV��

,QVWHDG��VRPH�EXLOGLQJ�YHQGRUV��LQFOXGLQJ�RWKHU�PRGXODU
IORRULQJ�FRPSDQLHV��GHFODUH�ORZHU�FLUFXODU�FDUERQ�IRRWSULQWV�LQ
VRPH�RI�WKHLU�SURGXFWV�E\ �FRPELQLQJ�0 RGXOHV�$² ' ��7KLV�GDWD
XVHV�SRWHQWLDO�IXWXUH�EHQHILWV�WKDW�VKRXOGQ·W�DSSO\ �WR�WKDW
SURGXFW��,W·V�PLVOHDGLQJ�DQG�JRHV�DJDLQVW�EHVW�SUDFWLFHV��,I
\ RX·UH�XQLQWHQWLRQDOO\ �UHO\ LQJ�RQ�LQDFFXUDWH�GDWD�IURP�WKHVH
PDQXIDFWXULQJ�FRPSDQLHV��LW�FRXOG�QHJDWLYHO\ �LPSDFW�\ RXU
VXVWDLQDELOLW\ �JRDOV��

�i�"�E�E�J�U�J�P�O�B�M�M�Z�
���. �P�E�V�M�F���%
�D�B�O���C�F���B���Q�P�U�F�O�U�J�B�M���U�S�B�Q
�G�P�S���H�S�F�F�O�X�B�T�I �J�O�H�����*�U���J�T
�S�F�M�B�U�J�W�F�M�Z���F�B�T�Z���U�P���D�M�B�J�N
�U�I �B�U���B���T�J�H�O�J�G�J�D�B�O�U���Q�P�S�U�J�P�O
�P�G���B���H�J�W�F�O���Q�S�P�E�V�D�U���J�T
�S�F�D�Z�D�M�F�E���X�I �F�O�
���J�O���S�F�B�M�J�U�Z�

�J�U���N�B�Z���F�O�E���V�Q���J�O
�M�B�O�E�G�J�M�M�T����

�����i�. �P�E�V�M�F���%���J�O���&�O�W�J�S�P�O�N�F�O�U�B�M
�1�S�P�E�V�D�U���%�F�D�M�B�S�B�U�J�P�O�T���	�&�1�%�T�
�w���C�Z

�"�O�E�S�F�B�T���$�J�S�P�U�I �
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���B�O�E��
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*T�UI FSF�EPVCMF�DPVOUJOH �* URXSLQJ�0 RGXOHV�$² '
FRXOG�OHDG�WR�GRXEOH�FRXQWLQJ�DFURVV�WKH�OLIH�F\ FOHV�RI
GLIIHUHQW�SURGXFWV��7KLV�KDSSHQV�ZKHQ�0 RGXOH�'
�XVHG�WR�WUDFN�WKH�WRWDO�LPSDFWV�DQG�EHQHILWV��LQ�RQH
SURGXFW�LQFOXGHV�GDWD�DOUHDG\ �WUDFNHG�LQ�0 RGXOHV�$� ²
$� �RI�DQRWKHU�SURGXFW��
%PFT�JU�SFDPHOJ[ F�UI F�DJSDVMBS�FDPOPN Z �$UJXDEO\ �
EHFDXVH�0 RGXOH�' �FRQVLGHUV�WKH�EHQHILWV�RI�UHF\ FOLQJ
QHZ�RU�YLUJLQ�PDWHULDOV�DQG�QRW�WKDW�RI�DOUHDG\
UHF\ FOHG�RQHV��LW�´SHQDOL]HVµ�SURGXFWV�IRU�XVLQJ
UHF\ FOHG�FRQWHQW�LQSXWV��7KLV�PHDQV�WKDW�SURGXFWV�ZLWK
KLJK�0 RGXOH�' �YDOXHV�PD\ �DFWXDOO\ �EH�OHVV�FLUFXODU
WKDQ�SURGXFWV�ZLWK�ORZ�YDOXHV�IRU�0 RGXOHV�$² &��
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' U�- DQH�$QGHUVRQ�² �DQ�H[ SHULHQFHG�FRQVXOWDQW�DQG
UHVHDUFKHU�IURP�&RQVWUXFWLRQ/ &$�² H[ SORUHV�WKLV�WRSLF
LQ�GHSWK�LQ�KHU�UHFHQW�DUWLFOH��´: KDW�LV�WKH�VWRU\ �ZLWK
0 RGXOH�' "µ
 �%HORZ�DUH�' U��$QGHUVRQ·V�WRS�IRXU�WKLQJV
\ RX�VKRXOG�FRQVLGHU�LQ�\ RXU�( 3' �DSSURDFK��

*T�JU�JODPOTJTUFOU�XJUI �PUI FS�N PEVMFT �0 RGXOH
' �VKRXOG�QHYHU�EH�FRPELQHG�ZLWK�0 RGXOHV�$² &
EHFDXVH�0 RGXOH�' �LV�QRW�SDUW�RI�WKH�VXEMHFW
SURGXFW·V�OLIH�F\ FOH��7KH\ �XVH�GLIIHUHQW
PHWKRGRORJLHV�ZKLFK�PDNHV�WKHP�LQFRPSDWLEOH�
$QG�ZRXOG�PDNH�QR�GLVWLQFWLRQ�EHWZHHQ�WKH�LPSDFW
RI�QHZ�PDWHULDOV�RU�UHF\ FOHG�PDWHULDOV��LJQRULQJ�WKH
EHQHILWV�RI��IRU�LQVWDQFH��D�FLUFXODU�HFRQRP\ ��
%PFT�JU�PWFSFTUJN BUF�GVUVSF�CFOFGJUT �0 RGXOH�'
UHOLHV�RQ�DVVXPSWLRQV�DERXW�KRZ�PDWHULDOV�PLJKW
EH�UHF\ FOHG�RU�UHXVHG�WRGD\ �DQG�LJQRUHV�H[ SHFWHG
LQGXVWULDO�GHFDUERQL]DWLRQ�E\ �� � � � ��

8OWLPDWHO\��FODLPLQJ�D�ORZ�HQYLURQPHQWDO�IRRWSULQW�EDVHG�RQ
PLVKDQGOHG�GDWD�LQ�DQ�( 3' �IURP�0 RGXOH�' �FDQ�EH�ULVN\�
7KH�8 . �* UHHQ�&ODLPV�&RGH�DQG�( XURSHDQ�&RPPLVVLRQ
* UHHQ�&ODLPV�ZDUQ�DJDLQVW�PLVOHDGLQJ�RU�H[ DJJHUDWHG
GDWD��
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. PEVMF�" �I JHI FS�EVF�UP�WJSHJO�NBUFSJBMT

. PEVMF�%�SFQSFTFOUT�QPUFOUJBM�CFOFGJUT�PG�SFDZDMJOH�QSPEVDU�UI BU
° �JG�SFBMJ[FE�° �NBZ�BQQMZ�UP�BOPUI FS�QSPEVDU�JO�GVUVSF

, FZ�%JTUJODUJPOT�

. PEVMF�" �MPXFS�EVF�UP�SFDZDMFE�NBUFSJBMT

. PEVMF�%�OPU�JODMVEFE�JO�TVNNBUJPO�CFDBVTF�BDUVBM�CFOFGJUT�PG
SFDZDMJOH�QSPEVDU�BMSFBEZ�SFGMFDUFE�JO�. PEVMF�"

, FZ�%JTUJODUJPOT�
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