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�2UJDQRLGV�UHFDSLWXODWH�FRPSOH[��'�RUJDQ�VWUXFWXUHV�DQG�UHSUHVHQW�D�XQLTXH�RSSRUWXQLW\�WR�SUREH�WKH�SULQFLSOHV�
�RI�VHOI�RUJDQL]DWLRQ��:KLOH�ZH�FDQ�DOWHU�DQ�RUJDQRLG¶V�PRUSKRORJ\�E\�PDQLSXODWLQJ�WKH�FXOWXUH�FRQGLWLRQV��WKH�
�PRUSKRORJ\�RI�DQ�RUJDQRLG�RIWHQ�UHVHPEOHV�WKDW�RI�LWV�RULJLQDO�RUJDQ��VXJJHVWLQJ�WKDW�RUJDQRLG�PRUSKRORJLHV�
�DUH�JRYHUQHG�E\�D�VHW�RI�WLVVXH�VSHFLILF�FRQVWUDLQWV��+HUH��ZH�HVWDEOLVK�D�IUDPHZRUN�WR�LGHQWLI\�FRQVWUDLQWV�RQ�
�DQ�RUJDQRLG¶V�PRUSKRORJLFDO�IHDWXUHV�E\�TXDQWLI\LQJ�WKHP�IURP�PLFURVFRS\�LPDJHV�RI�RUJDQRLGV�H[SRVHG�WR�D�
�UDQJH�RI�SHUWXUEDWLRQV��:H�DSSO\�WKLV�IUDPHZRUN�WR�0DGLQ�'DUE\�&DQLQH�.LGQH\�F\VWV�DQG�VKRZ�WKDW�WKH\�REH\�
�D�QXPEHU�RI�FRQVWUDLQWV�WDNLQJ�WKH�IRUP�RI�VFDOLQJ�UHODWLRQVKLSV�RU�FDSV�RQ�FHUWDLQ�SDUDPHWHUV��)RU�H[DPSOH��
�ZH�IRXQG�WKDW�WKH�QXPEHU��EXW�QRW�VL]H��RI�FHOOV�LQFUHDVHV�ZLWK�LQFUHDVLQJ�F\VW�VL]H��:H�DOVR�ILQG�WKDW�WKHVH�
�FRQVWUDLQWV�YDU\�ZLWK�F\VW�DJH�DQG�FDQ�EH�DOWHUHG�E\�YDU\LQJ�WKH�FXOWXUH�FRQGLWLRQV��:H�REVHUYHG�VLPLODU�VHWV�RI�
�FRQVWUDLQWV�LQ�LQWHVWLQDO�RUJDQRLGV��7KLV�TXDQWLWDWLYH�IUDPHZRUN�IRU�LGHQWLI\LQJ�FRQVWUDLQWV�RQ�RUJDQRLG�
�PRUSKRORJLHV�PD\�LQIRUP�IXWXUH�HIIRUWV�WR�HQJLQHHU�RUJDQRLGV��

�,QWURGXFWLRQ�

�2UJDQRLGV�DUH��'�VWUXFWXUHV�WKDW�JURZ�HQWLUHO\��LQ��YLWUR��IURP�VLQJOH�RU�VPDOO�JURXSV�RI�FHOOV�WKDW�PLPLF��RUJDQ�
�DQDWRP\��2UJDQRLGV�KDYH�WKH�SRWHQWLDO�WR�WUDQVIRUP�ERWK�SHUVRQDOL]HG�DQG�UHJHQHUDWLYH�PHGLFLQH��VLQFH�
�WKRXVDQGV�RI�RUJDQRLGV�FDQ�EH�JURZQ�XQGHU�FRQWUROOHG�FRQGLWLRQV��LQ�YLWUR��IURP�VPDOO�DPRXQWV�RI�GRQRU�WLVVXH���,W�
�LV�FOHDU�WKDW�RUJDQRLGV�FDQ�IRUP�LQWULFDWH�ELRORJLFDO�VWUXFWXUHV��DQG�WKHVH�VWUXFWXUHV�KDYH�DQ�RYHUDOO�VWUXFWXUH�
�WKDW�UHVHPEOHV�WKH�DVVRFLDWHG�RUJDQ��<HW��DW�WKH�VDPH�WLPH��WKHUH�LV�RIWHQ�HQRUPRXV�YDULDELOLW\�EHWZHHQ�
�LQGLYLGXDO�RUJDQRLGV���*DUUHWD�HW�DO��������.RR�HW��DO��������3KLSVRQ�HW�DO��������.LP��.RR��DQG�.QREOLFK�������
�9ROSDWR�HW�DO�����������DQG�FKDQJLQJ�WKH�RUJDQRLG�FXOWXUH��SURWRFRO�FDQ�VLPLODUO\�OHDG�WR�ODUJH�FKDQJHV���<LQ��HW�DO��
�������6LGKD\H�DQG�.QREOLFK�������*MRUHYVNL�HW�DO�����������7KXV��WKH�TXHVWLRQ�UHPDLQV�DV�WR�ZKDW�FRQVWUDLQWV�
�RUJDQRLGV�REH\�WR�JLYH�ULVH�WR�WKH�DVSHFWV�RI�WKHLU�PRUSKRORJ\�WKDW�DUH�LPPXWDEOH��DQG�ZKDW�DVSHFWV�RI�WKHLU�
�PRUSKRORJ\�DUH�HLWKHU�YDULDEOH�RU�WXQDEOH��&DWHJRUL]LQJ�RUJDQRLG�IHDWXUHV�LQ�WKLV�ZD\�PD\�KHOS�UHYHDO�WKH�
�GHVLJQ�SULQFLSOHV�XQGHUO\LQJ�RUJDQRLG�GHYHORSPHQW��
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�2QH�ZD\�WR�IRUPDOL]H�WKH�FRQFHSW�RI�FRQVWUDLQWV�LV�YLD�WKH�GLPHQVLRQDOLW\�RI�PRUSKRVSDFH��ZKLFK�LV�WKH�VHW�RI�
�PRUSKRORJLHV�DQ�RUJDQLVP�RU�PRGHO�V\VWHP�FDQ�KDYH��,I�RQH�ZHUH�WR�PHDVXUH�DOO�SRVVLEOH�IHDWXUHV�RI�DQ�
�RUJDQRLG¶V�PRUSKRORJ\��H�J��VL]H��QXPEHU�RI�QXFOHL��WRJHWKHU�FRPSULVLQJ�WKH�D[HV�RI�DQ�RUJDQRLG¶V�
�PRUSKRVSDFH��DFURVV�D�ODUJH�HQRXJK�QXPEHU�RI�RUJDQRLGV��LW�FRXOG�EH�WKDW�D�ODUJH�QXPEHU�RI�WKHVH�IHDWXUHV�
�ZRXOG�VWURQJO\�FRYDU\�DQG�WKXV�FRXOG�EH�H[SODLQHG�E\�D�VLQJOH�YDULDEOH��)RU�H[DPSOH��LI�VL]H�DQG�QXPEHU�RI�
�QXFOHL�ZHUH�WR�EH�VWURQJO\�FRUUHODWHG��WKHQ�WKH�GLPHQVLRQDOLW\�ZRXOG�HIIHFWLYHO\�EH���LQVWHDG�RI����DQG�WKH�
�UHODWLRQVKLS�EHWZHHQ�WKHVH�YDULDEOHV�ZRXOG�FRQVWLWXWH�D�FRQVWUDLQW�RQ�RUJDQRLG�PRUSKRORJ\��2Q�WKH�RWKHU�KDQG��
�LI�YDULDEOHV�VKRZ�D�ODFN�RI�FRUUHODWLRQ��WKHQ�WKDW�ZRXOG�VXJJHVW�LQGHSHQGHQW�D[HV�RI�YDULDELOLW\��LQGLFDWLQJ�DQ�
�DGGLWLRQDO�GHJUHH�RI�IUHHGRP�LQ�RUJDQRLG�PRUSKRVSDFH��([DPSOHV�RI�VXFK�GLPHQVLRQ�UHGXFWLRQ�KDYH�EHHQ�
�GHPRQVWUDWHG�LQ�ERWK��&��HOHJDQV��DQG�6QDSGUDJRQ�IORZHUV���IRXU�GLPHQVLRQV�FDSWXUH�RYHU�����RI�WKH�YDULDQFH�
�LQ�PRUSKRORJLHV���6WHSKHQV�HW�DO��������&XL�HW�DO������������+RZHYHU��VXFK�DQDO\VHV�KDYH�QRW�EHHQ�SHUIRUPHG��LQ�
�RUJDQRLGV�\HW��5HFHQW�ZRUN�KDV�TXDQWLWDWLYHO\�GHVFULEHG�EUDLQ�RUJDQRLG�PRUSKRORJLHV���$OEDQHVH�HW�DO��������
�DQG�XQFRYHUHG�JHQHWLF�LQWHUDFWLRQV�JRYHUQLQJ�LQWHVWLQDO�RUJDQRLG�PRUSKRORJLHV���/XNRQLQ�HW�DO�����������EXW��WKH�
�FRQVWUDLQWV�RQ�RUJDQRLG�PRUSKRORJLHV�KDYH�QRW�EHHQ�FKDUDFWHUL]HG��

�2QH�SRWHQWLDO�UHDVRQ�WKDW�WKHUH�DUH�IHZ�TXDQWLWDWLYH�DQDO\VHV�RI�RUJDQRLG�PRUSKRORJLHV�LV�WKDW�SUHYLRXV�VWXGLHV�
�KDYH�EHHQ�OLPLWHG�WR�D�VPDOO�VHW�RI�WZR�GLPHQVLRQDO�IHDWXUHV��VXFK�DV�RUJDQRLG�DUHD�DQG�QXFOHDU�LQWHQVLW\��WKDW�
�IDLO�WR�IXOO\�FDSWXUH�PDQ\�FKDUDFWHULVWLF�DVSHFWV�RI�WKH�RUJDQRLG¶V�VKDSH���.DVVLV�HW�DO��������*UDF]��HW�DO�����������
�$�PDMRU�FKDOOHQJH�LV�WKDW�TXDQWLI\LQJ�PRUSKRORJLFDO�IHDWXUHV�VXFK�DV�WKH�QXPEHU�RI�FHOOV��FHOO�VKDSHV��HWF���
�RIWHQ�UHTXLUHV�PLFURVFRS\�LPDJHV�WR�EH�DQQRWDWHG�WR�RXWOLQH�HDFK�LQGLYLGXDO�FHOO�RU�QXFOHXV��:KLOH�DOJRULWKPV�
�IRU�DXWRPDWLF�VHJPHQWDWLRQ�IRU�LPDJHV�RI�ODUJH�WKUHH�GLPHQVLRQDO�VWUXFWXUHV�DUH�LPSURYLQJ���3LFFLQLQL�HW�DO��
����������LQ�PDQ\�LQVWDQFHV��VHJPHQWDWLRQ�PXVW�VWLOO��EH�GRQH�PDQXDOO\�WR�HQVXUH�VXIILFLHQW�DFFXUDF\��6XFK�LVVXHV�
�DUH�FRPSRXQGHG�LQ�RUJDQRLGV�ZLWK�PDQ\�FHOO�W\SHV�DQG�FRPSOH[�WKUHH�GLPHQVLRQDO�VWUXFWXUHV�WKDW�DUH�GLIILFXOW�
�WR�TXDQWLWDWLYHO\�DOLJQ�DQG�FRPSDUH�WR�HDFK�RWKHU��6LPSOHU�³PRGHO´�RUJDQRLG�V\VWHPV�PLJKW�VHUYH�DV�D�SURYLQJ�
�JURXQG�WR�WHVW�FRQFHSWV�DERXW�PRUSKRVSDFHV��

�+RZ�PLJKW�ZH�FKDUDFWHUL]H�WKH�FRQVWUDLQWV�RQ�RUJDQRLG�PRUSKRORJLHV"�2XU�DSSURDFK�ZDV�WR�XVH�YDULDWLRQ�LQ�
�RUJDQRLG�PRUSKRORJ\²ERWK�QDWXUDOO\�RFFXUULQJ�DQG�YDULDWLRQ�LQGXFHG�E\�H[WHUQDO�VWLPXOL²WR�VDPSOH�WKH�
�RUJDQRLG�PRUSKRVSDFH��$V�D�SURRI�RI�FRQFHSW��ZH�GHYHORSHG�WKLV�DSSURDFK�LQ�VSKHULFDO�F\VWV�JURZQ�IURP�
�0DGLQ�'DUE\�&DQLQH�.LGQH\��0'&.��FHOOV��:H�WKHQ�TXDQWLILHG�PRUSKRORJLFDO�IHDWXUHV��F\VW�VL]H��QXPEHU�RI�
�FHOOV��HFFHQWULFLW\��HWF��DQG�WKH�UHODWLRQVKLSV�EHWZHHQ�WKHP��KRZ�GRHV�WKH�QXPEHU�RI�FHOOV�VFDOH�ZLWK�F\VW�VL]H���
�WKXV�UHYHDOLQJ�WKH�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV��7R�RYHUFRPH�WKH�FKDOOHQJH�RI�V\VWHPDWLFDOO\�
�TXDQWLI\LQJ�PRUSKRORJLFDO�IHDWXUHV��ZH�FRPELQHG�DOJRULWKPV�IRU�JHQHUDWLQJ�FDQGLGDWH�DQQRWDWLRQV�ZLWK�
�VRIWZDUH�WKDW�DOORZHG�IRU�TXLFN�PDQXDO�FRUUHFWLRQ��:H�IRXQG�WKDW�0'&.�F\VW�PRUSKRORJLHV�DOO�IHOO�DORQJ�D�VPDOO�
�VHW�RI�GLPHQVLRQV��7KHVH�GLPHQVLRQV�HQFRGHG�D�QXPEHU�RI�FRQVWUDLQWV��IRU�LQVWDQFH��ODUJHU�F\VWV�KDG�
�LQFUHDVHG�QXPEHU�EXW�QRW�VL]H�RI�FRQVWLWXHQW�FHOOV��:H�DOVR�IRXQG�WKDW�VRPH�RI�WKHVH�FRQVWUDLQWV�RQ�0'&.�
�F\VW�PRUSKRORJLHV�YDU\�ZLWK�DJH�DQG�FDQ�EH�SHUWXUEHG�WKURXJK�GUXJV�DQG�JURZWK�IDFWRUV��:H�XVHG�TXDQWLWDWLYH�
�GDWD�RQ�HQWHURLG�VL]H��FHOO�QXPEHU��DQG�FHOO�W\SH�FRPSRVLWLRQ�WR�UHYHDO�VLPLODU�FRQVWUDLQWV�LQ�WKDW�PRUH�FRPSOH[�
�RUJDQRLG�V\VWHP��2XU�UHVXOWV�GHPRQVWUDWH�D�JHQHUDO�VWUDWHJ\�IRU�GHWHUPLQLQJ�WKH�ZD\V�LQ�ZKLFK�RUJDQRLG�
�PRUSKRORJLHV�DUH�HLWKHU�FRQVWUDLQHG�RU�IUHH�WR�YDU\��

�5HVXOWV�

�0'&.�F\VW�PRUSKRORJLHV�VSDQ�D�OLPLWHG�QXPEHU�RI�GLPHQVLRQV�
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�7R�TXDQWLI\�FRQVWUDLQWV�RQ�F\VW�PRUSKRORJLHV��ZH�GHVLJQHG�DQ�H[SHULPHQWDO�DQG�DQDO\WLFDO�ZRUNIORZ�IRU�
�FXOWXULQJ�F\VWV��SHUIRUPLQJ��'�LPDJLQJ��DQQRWDWLQJ�VWUXFWXUHV�RI�LQWHUHVW��DQG�PHDVXULQJ�PRUSKRORJLFDO�
�IHDWXUHV��)LJ���$���:H�FKRVH�WR�DSSO\�WKLV�DSSURDFK�WR�0'&.�F\VWV�EHFDXVH�RI�WKHLU�UHODWLYH�VLPSOLFLW\�DQG�
�EHFDXVH�WKH\�DUH�DPHQDEOH�WR�KLJK�PDJQLILFDWLRQ��'�LPDJLQJ��0'&.�FHOOV�DUH�DQ�LPPRUWDOL]HG�HSLWKHOLDO�OLQH�
�WKDW�JURZ�LQ�DGKHUHQW�FXOWXUH�RQ��'�VXEVWUDWHV��EXW�IRUP�KROORZ��'�F\VWV�ZKHQ�FXOWXUHG�LQ��'�PDWULFHV�VXFK�DV�
�FROODJHQ�RU�0DWULJHO��6XSS��)LJ������$�0'&.�F\VW�JURZV�IURP�D�VLQJOH�FHOO�DQG�LV�FRPSRVHG�RI�DQ�RXWHU�OD\HU�RI�
�SRODUL]HG�FHOOV�VXUURXQGLQJ�RQH�WR�PDQ\�OXPHQV��7KH�FRPELQDWLRQ�RI�WKHLU�VLPSOLFLW\�ZLWK�WKH�H[LVWHQFH�RI�D�
�QXPEHU�RI�VWUXFWXUDO�IHDWXUHV�WR�TXDQWLI\�PDNH�0'&.�F\VWV�DQ�LGHDO�V\VWHP�IRU�HVWDEOLVKLQJ�D�IUDPHZRUN�IRU�
�TXDQWLI\LQJ�FRQVWUDLQWV�RQ�RUJDQRLG�PRUSKRORJLHV��

��:H�HYDOXDWHG�RWKHU�RUJDQRLG�V\VWHPV��VXFK�DV�WKH�JXW�RUJDQRLGV��IRU�RXU�DQDO\VLV��EXW�IRXQG�WKDW�WKH�
�FRPSOH[LW\�RI�WKHLU�PRUSKRORJLHV�SUHVHQWHG�D�PXFK�ODUJHU�FKDOOHQJH��)RU�LQVWDQFH��JXW�RUJDQRLGV�KDYH�
�FRPSOH[�EXG�VWUXFWXUHV�WKDW�RQH�ZRXOG�QHHG�WR�DOLJQ�WR�HDFK�RWKHU�IRU�TXDQWLWDWLYH�FRPSDULVRQ��7KH�
�FRPSDUDWLYH�VLPSOLFLW\�RI�0'&.�F\VWV�WKDW�DUH�DW�OHDVW�QRPLQDOO\�VSKHULFDO�PDGH�RXU�DQDO\VLV�IHDVLEOH�DV�D�
�SURRI�RI�SULQFLSOH��ZLWK�0'&.�F\VWV�VHUYLQJ�DV�D�PRGHO�IRU�PRUH�FRPSOH[�RUJDQRLGV���

�,Q�RUGHU�WR�TXDQWLI\��'�PHDVXUHPHQWV�RI�PRUSKRORJLFDO�IHDWXUHV�IRU�KXQGUHGV�RI�0'&.�F\VWV��ZH�HVWDEOLVKHG�D�
�SLSHOLQH�IRU�VHPL�DXWRPDWLFDOO\�DQQRWDWLQJ�F\VW�VWUXFWXUHV��QXFOHL��OXPHQV��DQG�F\VW�ERXQGDU\���7R�LGHQWLI\�WKH�
�OXPHQ�DQG�F\VW�ERXQGDULHV��ZH�GHYHORSHG�D�FXVWRP�DQDO\VLV�SLSHOLQH�WKDW�JHQHUDWHG�FDQGLGDWH�DQQRWDWLRQV�
�DQG�DFFHSWHG�PDQXDO�FRUUHFWLRQV�WR�WKH�DQQRWDWLRQV�DV�QHHGHG��6XSS��)LJ������:H�XVHG�FHOOSRVH���6WULQJHU��HW�
�DO���������WR�LGHQWLI\�WKH�ERXQGDULHV�RI�HDFK�QXFOHXV��DQG�D�FXVWRP�DQDO\VLV�SLSHOLQH�WR�PDQXDOO\�FRUUHFW�WKH��'�
�DQQRWDWLRQV��6XSS��)LJ������'XH�WR�GHSWK�RI�ILHOG�OLPLWDWLRQV��LQ�PDQ\�FDVHV�ZH�FRXOG�QRW�LPDJH�WKH�IXOO�GHSWK�RI�
�WKH�F\VW��:H�WKXV�PDGH�VXUH�WR�LPDJH�DW�OHDVW�WKH�ERWWRP�KDOI�RI�WKH�F\VW��IURP�ZKLFK�ZH�FRPSXWDWLRQDOO\�
�GHWHUPLQHG�WKH�PLGGOH�SRLQW�RI�HDFK�F\VW�DQG�PHDVXUHG�IHDWXUHV�RQ�RQO\�WKH�ERWWRP�KDOI�RI�HDFK�F\VW�WR�HQVXUH�
�D�IDLU�FRPSDULVRQ�EHWZHHQ�DOO�F\VWV��:H�WKHQ�PHDVXUHG�PRUSKRORJLFDO�IHDWXUHV�RI�VL]H��VKDSH��DQG�QXPEHU�RQ�
�WKH�QXFOHL��OXPHQ��DQG�F\VW�DQQRWDWLRQV�DQWLFLSDWLQJ�WKDW�WKHVH�PD\�EH�WKH�IHDWXUHV�WKDW�YDU\�DPRQJVW�F\VWV�
��7DEOH�����:H�SHUIRUPHG�D�YDULHW\�RI�FRPSDULVRQV�EHWZHHQ�PRUSKRORJLFDO�IHDWXUHV�LQ�RUGHU�WR�YHULI\�WKDW�RXU�
�PHDVXUHPHQWV�ZHUH�FRQVLVWHQW�ZLWK�EDVLF�JHRPHWULF�FRQVWUDLQWV��)RU�H[DPSOH��EHFDXVH�WKH�F\VWV�DOZD\V�
�DSSHDUHG�VSKHULFDO��ZH�FRQILUPHG�WKDW�WKH�F\VW�YROXPH�VFDOHG�ZLWK�WKH�FXEH�RI�WKH�F\VW�UDGLXV��6XSS��)LJ������
�:H�DOVR�FRQILUPHG�WKDW�WKH�WRWDO�OXPHQ�DQG�WRWDO�QXFOHDU�YROXPH�ZDV�DOZD\V�OHVV�WKDQ�WKDW�RI�WKH�F\VW�YROXPH��
�DQG�ZH�YLVXDOO\�LQVSHFWHG�F\VWV�ZLWK�KLJK�DQG�ORZ�IHDWXUH�PHWULFV�WR�FRQILUP�WKDW�WKH�TXDQWLILHG�GLIIHUHQFHV�
�UHIOHFWHG�GLIIHUHQFHV�LQ�WKH�LPDJHV��6XSS��)LJ��������

�:H�WKHQ�ZDQWHG�WR�ILQG�UHODWLRQVKLSV�EHWZHHQ�IHDWXUHV�WKDW�FRXOG�SRWHQWLDOO\�UHIOHFW�ELRORJLFDO�FRQVWUDLQWV��)RU�
�H[DPSOH��GLG�WKH�QXPEHU�RI�FHOOV�VFDOH�ZLWK�WKH�VL]H�RI�WKH�F\VW��DV�LV�W\SLFDOO\�WKH�FDVH�LQ�PDPPDOLDQ�V\VWHPV�
��+DIHQ�DQG�6WRFNHU�������6DYDJH�HW�DO���������"�2U���GLG�ODUJHU�F\VWV�KDYH�WKH�VDPH�QXPEHU�RI�FHOOV�DV�VPDOOHU�
�F\VWV��EXW�ZLWK�ODUJHU�FRPSRQHQW�FHOOV"�:H�XVHG�WKH�QXPEHU�RI�QXFOHL�DV�D�SUR[\�IRU�WKH�QXPEHU�RI�FHOOV�DQG�
�IRXQG�WKDW�ODUJHU�F\VWV�KDG�SURSRUWLRQDOO\�PRUH�QXFOHL��)LJ���%���%HFDXVH�FHOOV�SHULSKHUDO�WR�WKH�OXPHQ�V��KDG�
�GLIIHUHQW�PRUSKRORJ\�WKDQ�WKRVH�LQWHUQDO�WR�WKH�OXPHQV��ZH�ZRQGHUHG�ZKHWKHU�WKHLU�QXPEHU�VFDOHG�GLIIHUHQWO\�
�ZLWK�F\VW�YROXPH��:H�IRXQG�WKDW�WKH�QXPEHU�RI�SHULSKHUDO�QXFOHL�VFDOHG�VXEOLQHDUO\�ZLWK�F\VW�YROXPH��6XSS��
�)LJ������6XUSULVLQJO\��WKH�QXPEHU�RI�LQWHUQDO�FHOOV�VFDOHG�VXSHUOLQHDUO\�ZLWK�F\VW�YROXPH��WKXV�HQVXULQJ�WKDW�WKH�
�WRWDO�QXPEHU�RI�FHOOV�VFDOHG�OLQHDUO\�ZLWK�F\VW�YROXPH��*LYHQ�WKDW�WKH�QXPEHU�RI�FHOOV�VFDOHG�ZLWK�WKH�F\VW�
�YROXPH��ZH�SUHGLFWHG�WKDW�FHOO�VL]H�VKRXOG�EH�LQGHSHQGHQW�RI�F\VW�VL]H��:H�IRXQG�WKDW�GHVSLWH�LQFUHDVHV�LQ�F\VW�
�YROXPH�WKH�SHULSKHUDO�FHOO�KHLJKW�DQG�ZLGWK�DUH�IDLUO\�FRQVWDQW�DW�a�����ȝP�DQG�a������ȝP��UHVSHFWLYHO\��)LJ��
��&�'���7RJHWKHU��ZH�FDOOHG�WKLV�VHW�RI�FRQVWUDLQWV�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��
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�:H�DOVR�ZRQGHUHG�KRZ�OXPHQV��ERWK�LQ�QXPEHU�DQG�VL]H��VFDOHG�ZLWK�LQFUHDVLQJ�F\VW�VL]H��)RU�H[DPSOH��LI�D�
�F\VW�LV�ODUJHU�PXVW�LW�DOVR�KDYH�ODUJHU�OXPHQV"�2QH�DOWHUQDWLYH�LV�WKDW�WKHUH�LV�PD[LPXP�OXPHQ�VL]H��DQG�ODUJHU�
�F\VWV�WKHQ�KDYH�PXOWLSOH�OXPHQV�RI�WKH�VDPH�VL]H�DV�VPDOOHU�F\VWV��:H�IRXQG�WKDW�WKH�WRWDO�OXPHQ�YROXPH�
�LQFUHDVHG�ZLWK�LQFUHDVLQJ�F\VW�YROXPH��EXW�WKDW�WKLV�FRXOG�EH�DFKLHYHG�WKURXJK�RQH�ODUJH�OXPHQ�RU�PDQ\�
�VPDOOHU�OXPHQV��)LJ���(�*���+RZHYHU��ZH�GLG�QRWLFH�WKDW�WKHUH�ZDV�VHHPLQJO\�D�PD[LPXP�QXPEHU�RI�OXPHQV�
�SHU�F\VW�WKDW�LQFUHDVHG�OLQHDUO\�ZLWK�F\VW�YROXPH��:H�FDOOHG�WKLV�FRQVWUDLQW�WKH�³OXPHQ�QXPEHU�FDS´��DQG�LWV�
�H[LVWHQFH�VXJJHVWV�WKDW�WKHUH�PD\�EH�D�PLQLPXP�OXPHQ�VL]H��6XSS��)LJ������

�*LYHQ�WKDW�0'&.�F\VWV�REH\�D�QXPEHU�RI�FRQVWUDLQWV��ZH�WKHQ�ZRQGHUHG�ZKHWKHU�WKHVH�FRQVWUDLQWV�DUH�
�FRXSOHG��,Q�RWKHU�ZRUGV��PLJKW�WKHUH�EH�D�VLQJOH�GLPHQVLRQ��RU�D�IHZ�GLPHQVLRQV���HDFK�RI�ZKLFK�PD\�FRPSULVH�
�VHYHUDO�FRUUHODWHG�IHDWXUHV��DORQJ�ZKLFK�DOO�0'&.�F\VW�PRUSKRORJLHV�IDOO��)LJ���+�"�7R�LGHQWLI\�GLPHQVLRQV�LQ�
�WKH�VSDFH�RI�0'&.�F\VW�PRUSKRORJLHV�ZH�SHUIRUPHG�SULQFLSDO�FRPSRQHQW�DQDO\VLV��3&$��RQ�WKH�VHW�RI����
�F\VWV�DQG�WKHLU����PRUSKRORJLFDO�IHDWXUHV��,Q�RUGHU�WR�DSSO\�3&$�WR�RXU�GDWD��ZH�QHHGHG�WR�VXSSO\�D�VLQJOH�
�YDOXH�IRU�HDFK�IHDWXUH�IRU�HDFK�F\VW��)RU�DOO�IHDWXUHV�GHVFULELQJ�QXFOHL�ZH�XVHG�ERWK�WKH�PHDQ�DQG�VWDQGDUG�
�GHYLDWLRQ�DFURVV�DOO�QXFOHL�ZLWKLQ�WKH�F\VW��H�J��PHDQ�QXFOHDU�YROXPH�DQG�VWDQGDUG�GHYLDWLRQ�RI�QXFOHDU�YROXPH��
�)RU�IHDWXUHV�GHVFULELQJ�OXPHQV�ZH�XVHG�WKH�PHDQ�DFURVV�DOO�OXPHQV�LQ�WKH�F\VW��H�J��PHDQ�OXPHQ�YROXPH��:H�
�GLGQ¶W�LQFOXGH�RWKHU�KLJKHU�RUGHU�VWDWLVWLFV�OLNH�VWDQGDUG�GHYLDWLRQ�EHFDXVH�LW�ZDV�LPSRVVLEOH�WR�GR�VR�IRU�WKH�
�PDQ\�F\VWV�WKDW�KDG�RQO\�RQH�OXPHQ��:H�IRXQG�WKDW�WKH�ILUVW�WKUHH�SULQFLSDO�FRPSRQHQWV�UHVSHFWLYHO\�H[SODLQ�
�����������DQG�����RI�WKH�YDULDWLRQ�LQ�0'&.�F\VW�PRUSKRORJLHV��)LJ���,���:H�WKHQ�ZRQGHUHG�ZKHWKHU�WKH�
�SULQFLSDO�FRPSRQHQWV�UHIOHFWHG�DQ\�RI�WKH�FRQVWUDLQWV�ZH�KDG�SUHYLRXVO\�LGHQWLILHG��:H�IRXQG�WKDW�WKH�ILUVW�
�SULQFLSDO�FRPSRQHQW�UHSUHVHQWHG�OXPHQ�VL]H�DQG�LQYHUVHO\�QXFOHDU�VL]H��UHIOHFWLQJ�WKH�IDFW�WKDW�DV�OXPHQV�JHW�
�ODUJHU��QXFOHL�JHW�VPDOOHU��)LJ���-�/��6XSS��)LJ������1RWH�WKDW�WKLV�WUHQG�LV�FRQVLVWHQW�ZLWK�RXU�HDUOLHU�ILQGLQJ�RI�
�UHODWLYHO\�FRQVWDQW�FHOO�VL]H�EHFDXVH�FHOO�VL]H�DQG�QXFOHDU�VL]H�DUH�GLIIHUHQW�SURSHUWLHV��7KH�VHFRQG�SULQFLSDO�
�FRPSRQHQW�UHSUHVHQWV�F\VW�VL]H�DQG�QXPEHU�RI�QXFOHL��UHIOHFWLQJ�WKDW�LQFUHDVHG�F\VW�VL]H�ZDV�DVVRFLDWHG�ZLWK�
�LQFUHDVHG�QXPEHU�RI�QXFOHL��D�UHODWLRQVKLS�ZH�SUHYLRXVO\�LGHQWLILHG�DV�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��7KH�
�WKLUG�SULQFLSDO�FRPSRQHQW�UHSUHVHQWHG�WKH�WUDGH�RII�EHWZHHQ�OXPHQ�VL]H�DQG�WKH�QXPEHU�RI�OXPHQV��UHIOHFWLQJ�
�WKDW��IRU�D�JLYHQ�F\VW�VL]H��LQ�RUGHU�WR�KDYH�PRUH�OXPHQV��WKH�LQGLYLGXDO�OXPHQV�PXVW�EH�VPDOOHU��UDWKHU�WKDQ�
�WKHUH�LV�D�PD[LPXP�OXPHQ�VL]H�ZKLFK�LV�LQGHSHQGHQW�RI�WKH�QXPEHU�RI�OXPHQV���7KH�WKLUG�SULQFLSDO�FRPSRQHQW�
�DOVR�UHSUHVHQWHG�D�WUDGH�RII�EHWZHHQ�QXFOHDU�VL]H�DQG�WKH�GHQVLW\�RI�QXFOHL��UHIOHFWLQJ�WKDW��IRU�D�JLYHQ�F\VW�
�VL]H��LQ�RUGHU�WR�KDYH�PRUH�QXFOHL�WKH�QXFOHL�PXVW�EH�VPDOOHU��6XSS��)LJ��������&RQVLVWHQW�ZLWK�3&���ZH�DOVR�
�IRXQG�WKDW�QXFOHDU�VL]H�DQWL�FRUUHODWHG�ZLWK�OXPHQ�VL]H���%H\RQG�WKRVH�WKUHH�SULQFLSDO�FRPSRQHQWV��WKH�
�UHPDLQLQJ�FRPSRQHQWV�DFFRXQWHG�IRU�OHVV�YDULDWLRQ�WKDQ�FRPSRQHQWV�FDOFXODWHG�IURP�UDQGRPL]HG�GDWD��
�VXJJHVWLQJ�WKDW�WKRVH�3&V�OLNHO\�GR�QRW�UHIOHFW�VXEVWDQWLDO�YDULDWLRQ�LQ�WKH�GDWD��,Q�DGGLWLRQ�WR�SHUIRUPLQJ�
�FRQYHQWLRQDO�3&$�RQ�RXU�GDWD��ZH�DOVR�XVHG�D�VSDUVH�3&$�PHWKRG���%HQMDPLQ�(ULFKVRQ�HW�DO�����������ZKLFK��FDQ�
�DLG�ZLWK�LQWHUSUHWDWLRQ�EHFDXVH�LW�WULHV�WR�UHGXFH�VPDOO�FRQWULEXWLRQV�WR�SULQFLSDO�FRPSRQHQWV�WR�]HUR�ZKHQ�
�SRVVLEOH��:H�IRXQG�WKDW�WKH�SULQFLSDO�FRPSRQHQWV�IURP�VXFK�DQ�DQDO\VLV��DIWHU�GLVFDUGLQJ�WKH�ILUVW�SULQFLSDO�
�FRPSRQHQW��ZKLFK�LV�PRVW�OLNHO\�WHFKQLFDO�DQG�EDWFK�YDULDELOLW\��UHFDSLWXODWHG�VLPLODU�FRQWULEXWLRQV�WR�WKH�D[HV�RI�
�YDULDWLRQ�UHYHDOHG�E\�FRQYHQWLRQDO�3&$��7KLV�DQDO\VLV�DOVR�KDG�D�PRUH�VWUDLJKWIRUZDUG�LQWHUSUHWDWLRQ�RZLQJ�WR�
�WKH�SULQFLSDO�FRPSRQHQWV�KDYLQJ�MXVW�D�IHZ�SULPDU\�FRQWULEXWLQJ�IHDWXUHV��6XSS��)LJ�������7KXV��GHVSLWH�
�TXDQWLI\LQJ�D�ODUJH�QXPEHU�RI�IHDWXUHV��0'&.�F\VW�PRUSKRORJLHV�FDQ�WKXV�EH�UHSUHVHQWHG�E\�D�OLPLWHG�QXPEHU�
�RI�GLPHQVLRQV��

�&RQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV�YDU\�ZLWK�DJH�

�0'&.�F\VWV�JURZ�FRQWLQXRXVO\�RYHU�WKH�FRXUVH�RI�ZHHNV��IURP�D�VLQJOH�FHOO�LQWR�ODUJH�F\VWV��7R�GHWHUPLQH�
�ZKHWKHU�RU�QRW�F\VW�DJH�DIIHFWHG�WKH�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV��ZH�FRPSDUHG�WKH�TXDQWLWDWLYH�
�UHODWLRQVKLS�EHWZHHQ�YDULRXV�IHDWXUHV�IRU�F\VWV�RI�GLIIHUHQW�DJHV��:H�SDUWLWLRQHG�RXU�GDWD�EDVHG�RQ�F\VW�DJH��
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�UDQJLQJ�IURP������GD\V�RI�JURZWK��8VLQJ�WKH�VDPH�LPDJLQJ�DQG�IHDWXUH�TXDQWLILFDWLRQ�GHVFULEHG�DERYH��ZH�VDZ�
�WKDW��DV�H[SHFWHG��ROG�F\VWV�ZHUH�ODUJHU�LQ�YROXPH�RQ�DYHUDJH��)LJ���$�%���:H�DOVR�QRWLFHG�WKDW��IRU�D�JLYHQ�
�DJH��WKHUH�ZDV�D�VSUHDG�LQ�F\VW�VL]HV��7KLV�YDULDWLRQ�LQ�VL]H�HQDEOHG�XV�WR�FRPSDUH�FRQVWUDLQWV�LQ�F\VW�VL]H�
�DFURVV�GLIIHUHQW�DJH�FDWHJRULHV��)LJ���&���:H�XVHG�F\VWV�FXOWXUHG�IRU���GD\V�DV�D�UHIHUHQFH�SRLQW�IRU�\RXQJHU�
�DQG�ROGHU�F\VWV�WR�HYDOXDWH�KRZ�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV�FKDQJHG�ZLWK�F\VW�DJH��

�:H�ILUVW�ZRQGHUHG�LI�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�YDULHG�IRU�F\VWV�RI�GLIIHUHQW�DJHV��)LJ���'��6XSS��)LJ��
������:H�IRXQG�WKDW�F\VWV�RI�DOO�DJHV�REH\HG�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�RQ�WKH�QXPEHU�RI�QXFOHL�DQG�
�F\VW�YROXPH���7KLV�UHODWLRQVKLS�ZDV�FRQILUPHG�E\�3&$��UXQ�RQ�WKH�FRPSOHWH�GDWDVHW�LQFOXGLQJ�DOO�WLPH�SRLQWV��LQ�
�ZKLFK�WKH�SULQFLSDO�FRPSRQHQWV�UHPDLQHG�WKH�VDPH��EXW�WKH�SULQFLSDO�FRPSRQHQW�IRU�F\VW�VL]H�DFFRXQWHG�IRU�
�PRUH�WRWDO�YDULDQFH�GXH�WR�VL]H�GLIIHUHQFHV�ZLWK�DJH��6XSS��)LJ��������+RZHYHU��WKH�H[DFW�QDWXUH�RI�WKLV�
�FRQVWUDLQW��VSHFLILFDOO\�WKH�VORSH�DQG�LQWHUFHSW�RI�WKH�OLQHDU�UHODWLRQVKLS��YDULHG�ZLWK�WKH�DJH�RI�WKH�F\VW��&\VWV�
�FXOWXUHG�IRU�����RU�������GD\V�REH\HG�D�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�ZLWK�D�VPDOOHU�VORSH��L�H���WKH\�KDG�
�IHZHU�QXFOHL�SHU�F\VW�YROXPH��$V�F\VWV�DJH��WKH\�JHW�ODUJHU��VR�LQ�SULQFLSOH�LW�FRXOG�EH�WKDW�ROGHU�F\VWV�FRXOG�
�KDYH�D�ORZHU�FHOO�GHQVLW\�EHFDXVH�DOO�FHOOV�DUH�ODUJHU��RU�LW�FRXOG�EH�WKDW�WKHUH�LV�D�WKUHVKROG�YROXPH�EH\RQG�
�ZKLFK�FHOO�GHQVLW\�GHFUHDVHV��:H�IRXQG�WKDW�DPRQJVW�ROGHU�F\VWV�ZLWK�VPDOOHU�VL]HV��WKDW�PDWFKHG�WKRVH�RI�
�PLGGOH�DJHG�F\VWV���WKH�GHQVLWLHV�ZHUH�VLPLODU�WR�WKRVH�RI�PLGGOH�DJHG�F\VWV��VXJJHVWLQJ�WKH�ODWWHU�WKUHVKROG�
�VFHQDULR��)LJ���(��6XSS��)LJ�������<RXQJHU�F\VWV��KRZHYHU��KDG�D�XQLIRUPO\�ORZHU�FHOO�GHQVLW\�WKDQ�PLGGOH�DJHG�
�F\VWV��

�:H�ZRQGHUHG�ZKHWKHU�RWKHU�FRQVWUDLQWV�ZHUH�VLPLODUO\�DIIHFWHG�E\�DJH��:H�ORRNHG�DW�WKH�DJH�GHSHQGHQFH�RI�
�WKH�OXPHQ�QXPEHU�FDS�FRQVWUDLQW��)LJ���)��6XSS��)LJ�������:H�DJDLQ�IRXQG�WKDW�F\VWV�RI�DOO�DJHV�REH\HG�D�
�FRQVWUDLQW�RQ�WKH�QXPEHU�RI�OXPHQV�SHU�F\VW�YROXPH��+RZHYHU��WKLV�FRQVWUDLQW�FKDQJHG�ZLWK�DJH��ZH�IRXQG�WKDW�
�\RXQJHU�F\VWV�FXOWXUHG�IRU���GD\V�KDG�D�KLJKHU�PD[LPXP�QXPEHU�RI�OXPHQV�SHU�F\VW�YROXPH��DQG�F\VWV�
�FXOWXUHG�IRU�������GD\V�KDG�D�ORZHU�PD[LPXP�QXPEHU�RI�OXPHQV�SHU�F\VW�YROXPH��7KH�GHFUHDVH�LQ�WKH�QXPEHU�
�RI�OXPHQV�SHU�F\VW�DV�F\VWV�DJH�EH\RQG���GD\V�VXJJHVWV�WKDW�PXOWLSOH�OXPHQV�LQ�D�F\VW�DUH�HLWKHU�PHUJLQJ�RU�
�GLVDSSHDULQJ�DV�F\VWV�JURZ�ROGHU��,W�LV�GLIILFXOW�WR�VSHFXODWH�ZKDW�PHFKDQLVPV�PLJKW�JRYHUQ�WKLV�DJH�GHSHQGHQW�
�TXDQWLWDWLYH�FKDQJH�LQ�FRQVWUDLQWV�ZLWKRXW�SHUWXUEDWLRQV��+RZHYHU��JLYHQ�WKDW�YHU\�\RXQJ�F\VWV�VHHP�WR�REH\�
�DQ�HQWLUHO\�GLIIHUHQW�VHW�RI�FRQVWUDLQWV�WKDQ�ROGHU�F\VWV��LW�PD\�EH�WKDW�VRPH�RI�WKHVH�GLIIHUHQFHV�DUH�GXH�WR�WKH�
�HVWDEOLVKPHQW�RI�DSLFR�EDVDO�SRODULW\�DURXQG�WKH�OXPHQ�FRQVLGHULQJ�WKH�ZRUN�RI�9DVTXH]�HW�DO���9DVTXH]�HW��DO��
����������$OVR��ZH�QRWLFHG�LQ�\RXQJ�F\VWV�WKDW�WKH�WKUHVKROG��RI�VL]H�DQG�QXPEHU�RI�QXFOHL�LQ�RUGHU�WR�IRUP�D�OXPHQ�
�ZDV��������ȝP���� �DQG���QXFOHL��UHVSHFWLYHO\��6XSS��)LJ���������7RJHWKHU��RXU�UHVXOWV�SRLQW�WR�FRQVWUDLQWV�DV��EHLQJ�
�G\QDPLF�HQWLWLHV�WKDW�FDQ�FKDQJH�DV�F\VWV�JURZ�DQG�GHYHORS��

�'UXJ�DQG�HQYLURQPHQWDO�SHUWXUEDWLRQV�FDQ�FKDQJH�FRQVWUDLQW�SDUDPHWHUV�EXW�GR�QRW�EUHDN�WKHP�

�+DYLQJ�IRXQG�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV��ZH�ZRQGHUHG�ZKHWKHU�WKHVH�FRQVWUDLQWV�DSSOLHG�WR�
�F\VWV�ZKRVH�PRUSKRORJ\�ZH�SHUWXUEHG�XVLQJ�H[RJHQRXV�DJHQWV��)RU�H[DPSOH��LI�ZH�SHUWXUE�WKH�F\VWV�ZLWK�D�
�GUXJ�ZKLFK�PDNHV�WKH�F\VWV�ODUJHU��ZLOO�WKH�VDPH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�VWLOO�DSSO\"�,I�QRW��WKHUH�DUH�
�WZR�ZD\V�WKDW�WKH�FRQVWUDLQW�FRXOG�EH�GLVREH\HG��2QH�LV�WKDW�WKH�SHUWXUEHG�F\VWV�FRXOG�IROORZ�WKH�VDPH�
�FRQVWUDLQW�EXW�ZLWK�GLIIHUHQW�SDUDPHWHUV��IRU�H[DPSOH��E\�FKDQJLQJ�WKH�VORSH�RI�WKH�UHODWLRQVKLS�EHWZHHQ�FHOO�
�QXPEHU�DQG�F\VW�YROXPH��$OWHUQDWLYHO\��D�SHUWXUEDWLRQ�FRXOG�TXDOLWDWLYHO\�UHPRYH�D�FRQVWUDLQW�DQG�GHFRXSOH��IRU�
�H[DPSOH��WKH�QXPEHU�RI�QXFOHL�DQG�F\VW�YROXPH��(LWKHU�RI�WKHVH�SRVVLELOLWLHV�ZRXOG�VXJJHVW�WKDW�WKH�FRQVWUDLQWV�
�RQ�0'&.�F\VW�PRUSKRORJLHV�DUH�FRQWH[W�VSHFLILF��

�7KHUH�DUH�IHZ�UHIHUHQFHV�WR�GUXJV�ZKLFK�PRGLI\�WKH�PRUSKRORJ\�RI�0'&.�F\VWV�LQ�WKH�OLWHUDWXUH��7KXV��WR�
�LGHQWLI\�GUXJV�WKDW�FKDQJH�0'&.�F\VW�PRUSKRORJLHV�ZH�GHVLJQHG�D�KLJK�WKURXJKSXW�GUXJ�VFUHHQ�RI�VPDOO�
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�PROHFXOH�GUXJV�IURP�6HOOHFN�&KHPLFDOV�%LRDFWLYH�&RPSRXQG�OLEUDU\��7KLV�OLEUDU\�FRQWDLQV�a������VPDOO�
�PROHFXOH�GUXJV�LQFOXGLQJ�NLQDVH�DQG�HSLJHQHWLF�LQKLELWRUV�DV�ZHOO�DV�LRQ�FKDQQHO��PHWDEROLF��DQG�FDQFHU�
�FRPSRXQGV��7R�FRQGXFW�WKH�VFUHHQ��ZH�SODWHG�0'&.�FHOOV�LQ�����ZHOO�SODWHV��DGGHG���ȝ0�RI�HDFK�GUXJ��DQG�
�DOORZHG�WKH�FHOOV�WR�JURZ�LQWR�F\VWV�IRU�VHYHQ�GD\V��DW�ZKLFK�SRLQW�WKH�F\VWV�ZHUH�IL[HG�DQG�LPDJHG��:H�WKHQ�
�TXDQWLILHG�WKH�DUHD�RI�HDFK�F\VW�DQG�WKH�DYHUDJH�DFURVV�F\VWV�IRU�HDFK�SHUWXUEDWLRQ��:H�IRXQG�WKDW��ZKLOH�PRVW�
�GUXJV�GLG�QRW�DSSHDU�WR�FKDQJH�WKH�DUHD�RI�WKH�F\VW�UHODWLYH�WR�FRQWUROV��WKHUH�ZHUH�PDQ\�GUXJV�ZKLFK�PDGH�WKH�
�F\VWV�VPDOOHU�RU�ODUJHU��)LJ���$���:H�FRQVLGHUHG�³KLWV

�IRU�ODUJHU�F\VWV�WR�EH�WKH�GUXJV�WKDW�ZHUH�RQ�ERWK�WKH�OLVW�
�RI�WKH�WRS�����GUXJV�DV�UDQNHG�E\�IROG�FKDQJH�DQG�WKH�OLVW�RI�WKH�WRS�����GUXJV�DV�UDQNHG�E\�]�VFRUH��D�WRWDO�RI�
����GUXJV��:H�IRXQG����³KLWV´�IRU�VPDOOHU�F\VWV�XVLQJ�WKH�VDPH�DSSURDFK��:H�IRXQG�WKDW�KLWV�WKDW�UHVXOWHG�LQ�
�VPDOOHU�F\VWV�ZHUH�HQULFKHG�IRU�GUXJV�LQ�WKH�NLQDVH��HSLJHQHWLF��DQG�FDQFHU�FDWHJRULHV��ZKLOH�KLWV�IRU�ODUJHU�
�F\VWV�ZHUH�HQULFKHG�IRU�NLQDVHV��FDQFHU��DQG�*�SURWHLQ�FRXSOHG�UHFHSWRU�FDWHJRULHV��6XSS��)LJ�������7R�JDXJH�
�KRZ�PDQ\�RI�RXU�KLWV�PD\�KDYH�DULVHQ�E\�FKDQFH��ZH�VFUHHQHG�D�SRUWLRQ�����WK��RI�WKH�GUXJ�OLEUDU\�DJDLQ��:H�
�IRXQG�WKDW�WKHUH�ZDV�D�FRUUHODWLRQ��U ������EHWZHHQ�WKH�IROG�FKDQJH�LQ�F\VW�DUHD�IURP�WKH�VFUHHQ�DQG�WKLV�
�WDUJHWHG�UHSOLFDWLRQ��VXJJHVWLQJ�WKDW�WKH�PDMRULW\�RI�RXU�KLWV�ZHUH�QRW�UDQGRP��6XSS��)LJ�������7KH�VFUHHQ�KLWV�
�UHSUHVHQWHG�SRWHQWLDO�FDQGLGDWHV�IRU�SHUWXUELQJ�0'&.�F\VW�PRUSKRORJLHV�DQG�WKHQ�DVNLQJ�ZKHWKHU�SHUWXUEHG�
�0'&.�F\VWV�REH\�WKH�VDPH�FRQVWUDLQWV�DV�XQSHUWXUEHG�F\VWV��

�:H�IXUWKHU�PDQXDOO\�JURXSHG�KLWV�IRU�VPDOOHU�DQG�ODUJHU�F\VWV�DFFRUGLQJ�WR�WKHLU�WDUJHWV��6XSS��7DEOH�������:H�
�VHOHFWHG�IRXU�GUXJV�IURP�RXU�OLVW�RI�KLWV�IURP�WKH�VFUHHQ�WKDW�LQFUHDVHG�F\VW�VL]H�IURP�JURXSV�WDUJHWLQJ�
�PDPPDOLDQ�WDUJHW�RI�UDSDP\FLQ��DXURUD�NLQDVH��SKRVSKRGLHVWHUDVH��DQG�VHURWRQLQ��6LPLODUO\��ZH�VHOHFWHG�WKUHH�
�GUXJV�WKDW�PDGH�F\VWV�VPDOOHU�IURP�JURXSV�WDUJHWLQJ�HSLGHUPDO�JURZWK�IDFWRU�UHFHSWRU��KLVWRQH�GHDFHW\ODVHV��
�DQG�H[SRUWLQ����*LYHQ�WKH�UHODWLYHO\�VPDOO�QXPEHU�RI�IDFWRUV�ZH�ZHUH�DEOH�WR�ULJRURXVO\�WHVW��ZH�GLG�QRW�SHUIRUP�
�HQULFKPHQW�DQDO\VLV�RQ�WKH�FDWHJRULHV�RI�IDFWRUV�WKDW�FDPH�XS�DV�WDUJHWV�RI�RXU�GUXJ�VFUHHQ��:H�DGGLWLRQDOO\�
�XVHG�WKH�IROORZLQJ�SHUWXUEDWLRQV�ZH�WKRXJKW�OLNHO\�WR�FKDQJH�0'&.�F\VW�PRUSKRORJ\�EDVHG�RQ�WKH�OLWHUDWXUH��
�LGHODOLVLE��RUDWLQLE��<��������16&�������DQG�EOHEELVWDWLQ��:H�SODWHG�0'&.�FHOOV�WR�IRUP�F\VWV��LPPHGLDWHO\�
�DGGHG�WKHVH�GUXJV�DW�D�UDQJH�RI�FRQFHQWUDWLRQV��DQG�WKHQ�JUHZ�WKH�F\VWV�IRU���GD\V��7DEOH�����$GGLWLRQDOO\��ZH�
�WHVWHG�WZR�QRQ�GUXJ�SHUWXUEDWLRQV��FHOO�VHHGLQJ�GHQVLW\��E\�FXOWXULQJ�0'&.�F\VWV�ZLWK�D�KLJKHU�LQLWLDO�FHOO�
�GHQVLW\��DQG�GLOXWH�0DWULJHO��:H�WKHQ�IL[HG��VWDLQHG��DQG�LPDJHG�WKH�SHUWXUEHG�F\VWV�DV�GHVFULEHG�DERYH��DIWHU�
�ZKLFK�ZH�PHDVXUHG�WKH�VDPH�VHW�RI�PRUSKRORJLFDO�IHDWXUHV��)LJ���%�&���:H�IRXQG�WKDW�WKH�VFUHHQ�KLWV�WKDW�ZH�
�H[SHFWHG�WR�PDNH�F\VWV�VPDOOHU�GLG�LQGHHG�OHDG�WR�VPDOOHU�F\VWV��EXW�QRQH�RI�WKH�RQHV�SUHGLFWHG�WR�PDNH�WKHP�
�ODUJHU�GLG�VR��:H�IRXQG�WKDW�LQFUHDVHG�VHHGLQJ�GHQVLW\�QRU�GLOXWH�0DWULJHO�KDG�QR�HIIHFW�RQ�WKH�VL]H�RI�WKH�F\VWV��
�1RWH�WKDW�PDQ\�RI�WKH�KLWV�IURP�WKH�VFUHHQ�WDUJHWHG�SUROLIHUDWLRQ��VXJJHVWLQJ�WKDW�SHUKDSV�HIIHFWV�RQ�VL]H�ZHUH�
�D�QHFHVVDU\�FRQVHTXHQFH�RI�FKDQJHV�WR�SUROLIHUDWLYH�FDSDFLW\��+RZHYHU��PDQ\�RWKHU�GUXJV�LQ�WKH�VFUHHQ�DOVR�
�WDUJHWHG�SUROLIHUDWLRQ�EXW�KDG�QR�HIIHFW�RQ�F\VW�VL]H��DUJXLQJ�DJDLQVW�WKLV�SRVVLELOLW\��

�:H�WKHQ�ZRQGHUHG�ZKHWKHU�SHUWXUEHG�F\VWV�REH\HG�WKH�VDPH�FRQVWDQW�FHOO�GHQVLW\�DQG�OXPHQ�QXPEHU�FDS�
�FRQVWUDLQWV�DV�XQSHUWXUEHG�F\VWV��:H�IRXQG�WKDW��ZLWK�WKH�H[FHSWLRQ�RI�ILYH�GUXJV��SHUWXUEHG�F\VWV�REH\HG�WKH�
�VDPH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�DV�XQSHUWXUEHG�F\VWV��)LJ���'�(���&\VWV�SHUWXUEHG�ZLWK�VXPDWULSWDQ�
�VXFFLQDWH��D�VHURWRQLQ�UHFHSWRU�LQKLELWRU��RU�EOHEELVWDWLQ��D�P\RVLQ�,,�LQKLELWRU��KDG�PRUH�QXFOHL�SHU�JLYHQ�F\VW�
�YROXPH�WKDQ�DQ\�DJH�RI�XQSHUWXUEHG�F\VWV��&\VWV�SHUWXUEHG�ZLWK�VHOLQH[RU��DQ�H[SRUWLQ���LQKLELWRU���<��������D�
�52&.�LQKLELWRU���16&��������D�5DF�LQKLELWRU���RU�EOHEELVWDWLQ�KDG�ODUJHU�QXFOHL�SHU�JLYHQ�F\VW�YROXPH��1RWDEO\��
�WKH�UHODWLRQVKLS�EHWZHHQ�FHOO�QXPEHU��VL]H��DQG�F\VW�YROXPH�LV�VWLOO�FRQVWUDLQHG�IRU�F\VWV�SHUWXUEHG�ZLWK�DQ\�RI�
�WKHVH�GUXJV��EXW�WKH�SDUDPHWHUV�RI�WKH�FRQVWUDLQW��VSHFLILFDOO\�WKH�VORSH��DUH�GLIIHUHQW�IURP�XQSHUWXUEHG�F\VWV��

�:H�WKHQ�ZRQGHUHG�KRZ�D�SHUWXUEDWLRQ�ZKLFK�GRHV�FKDQJH�D�FRQVWUDLQW�LQIOXHQFHV�RWKHU�FRQVWUDLQWV²LI�F\VWV�
�SHUWXUEHG�ZLWK�GUXJ�;�GR�QRW�REH\�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��PXVW�WKH\�DOVR�QRW�REH\�WKH�
�OXPHQ�QXPEHU�FDS�FRQVWUDLQW"�:H�IRXQG�WKDW�F\VWV�SHUWXUEHG�ZLWK�JLYLQRVWDW��D�KLVWRQH�GHDFHW\ODVH�LQKLELWRU���
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�LGHODOLVLE��D�SKRVSKRLQRVLWLGH���NLQDVH�GHOWD�LVRIRUP�LQKLELWRU���VXPDWULSWDQ�VXFFLQDWH��$XURUD�$�,QKLELWRU�,��
�<��������DQG�EOHEELVWDWLQ�KDG�PRUH�OXPHQV�LQ�D�JLYHQ�F\VW�YROXPH�WKDQ�XQSHUWXUEHG�F\VWV�RI�DQ\�DJH��)LJ���)���
�7KXV��F\VWV�SHUWXUEHG�ZLWK�WKHVH�GUXJV�GR�QRW�REH\�WKH�VDPH�OXPHQ�QXPEHU�FDS�FRQVWUDLQW�RI�XQSHUWXUEHG�
�F\VWV��LQVWHDG�WKH\�REH\�D�FRQVWUDLQW�ZLWK�D�ODUJHU�VORSH��:H�IRXQG�WKDW�VRPH�SHUWXUEDWLRQV��VHOLQH[RU��
�JLYLQRVWDW��LGHODOLVLE��$XURUD�$�,QKLELWRU�,��DQG�16&��������FKDQJHG�RQO\�RQH�FRQVWUDLQW��EXW�RWKHUV�
��VXPDWULSWDQ�VXFFLQDWH��<��������DQG�EOHEELVWDWLQ��FKDQJHG�ERWK��*LYHQ�WKH�WDUJHWV�RI�WKHVH�SHUWXUEDWLRQV��ZH�
�FDQ�K\SRWKHVL]H�DV�WR�ZKLFK�PHFKDQLVPV�PD\�UHJXODWH�WKHVH�FRQVWUDLQWV��:H�VDZ�WKDW�H[SRUWLQ���ZDV�
�LPSRUWDQW�IRU�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��+'$&��3,�.��DQG�$XURUD�$�NLQDVH�IRU�WKH�OXPHQ�QXPEHU�FDS�
�FRQVWUDLQW��DQG�VHURWRQLQ�UHFHSWRUV�ZHUH�LPSRUWDQW�WR�ERWK�FRQVWUDLQWV��:H�VLPLODUO\�IRXQG�VRPH�PHFKDQLVPV�
�SHUWXUEHG�0'&.�F\VWV�DORQJ�D�VLQJOH�D[LV�LQ�SULQFLSDO�FRPSRQHQW�VSDFH��ZKLOH�RWKHUV�SHUWXUE�F\VWV�DORQJ�WZR�
�D[HV��6XSS��)LJ�������VXJJHVWLQJ�WKDW�WKH�D[HV�RI�0'&.�F\VW�YDULDWLRQ�PD\�QRW�EH�JRYHUQHG�E\�LQGHSHQGHQW�
�PHFKDQLVPV��7KHVH�IDFWRUV�DOO�ZRUN�WKURXJK�TXLWH�GLIIHUHQW�SDWKZD\V��KRZHYHU��JLYHQ�WKH�UHODWLYHO\�VPDOO�
�QXPEHU�RI�SHUWXUEDWLRQV�ZH�DQDO\]HG��LW�ZDV�GLIILFXOW�WR�XQFRYHU�DQ\�JHQHUDO�UXOHV�RQ�ZKLFK�SDWKZD\V�DIIHFWHG�
�ZKLFK�FRQVWUDLQWV��,Q�FRPELQDWLRQ��WKLV�VXJJHVWV�WKDW�WKH�VHW�RI�PRUSKRORJLHV�DYDLODEOH�WR�0'&.�F\VWV�LV�ULFKHU�
�WKDQ�XQSHUWXUEHG�F\VWV�ZRXOG�VXJJHVW��

�&RQVWUDLQWV�RI�SHUWXUEHG�F\VWV�GR�QRW�DGG�WRJHWKHU�RU�DYHUDJH�RXW�ZKHQ�PXOWLSOH�SHUWXUEDWLRQV�DUH�DSSOLHG�

�([SRVLQJ�0'&.�F\VWV�WR�KHSDWRF\WH�JURZWK�IDFWRU��+*)��LQ�FROODJHQ�JHOV�LQGXFHV�FHOOV�WR�VHQG�RXW�VSLQGO\�
�H[WHQVLRQV���0RQWHVDQR��6FKDOOHU��DQG�2UFL�������0RQWHVDQR��HW�DO�����������7KHVH�H[WHQVLRQV�IRUP�WKH�
�JURXQGZRUN�IRU�D�FKDLQ�RI�FHOOV�WR�SUROLIHUDWH�DQG�XOWLPDWHO\�IRUP�WXEXOHV��:H�ZRQGHUHG�KRZ�VXFK�D�
�SHUWXUEDWLRQ�PLJKW�FKDQJH�WKH�FRQVWUDLQWV�RQ�F\VW�PRUSKRORJLHV�ZH�LGHQWLILHG��JLYHQ�WKDW�LW�OHDGV�WR�NQRZQ��
�TXDOLWDWLYH�FKDQJHV�LQ�F\VW�PRUSKRORJ\��:H�DGGHG�+*)�WR�0'&.�F\VWV�DV�WKH\�JUHZ�IRU�QLQH�GD\V��)LJ���$���
�:H�XVHG�RXU�LPDJLQJ�DQG�IHDWXUH�TXDQWLILFDWLRQ�DSSURDFK�WR�FKDUDFWHUL]H�WKH�FRQVWUDLQWV�RQ�F\VWV�H[SRVHG�WR�
�+*)��:H�DVNHG�ZKHWKHU�RXU�PHDVXUHPHQWV�RI�F\VW�VKDSH�FDSWXUHG�WKH�PRUSKRORJ\�RI�H[WHQVLRQV�LQ�
�+*)�SHUWXUEHG�F\VWV��:H�IRXQG�WKDW�RQH�RI�WKH�SULPDU\�GLIIHUHQFHV�EHWZHHQ�XQSHUWXUEHG�DQG�+*)�SHUWXUEHG�
�F\VWV�ZDV�F\VW�VROLGLW\��D�PHDVXUH�RI�FRQYH[LW\��F\VWV�ZLWK�PRUH�LQYROXWLRQV�RU�SURWUXVLRQV�KDYH�ORZHU�VROLGLW\�
�WKDQ�FLUFXODU�RU�HOOLSWLFDO�F\VWV���)LJ���%��6XSS��)LJ�������0HDQ�F\VW�VROLGLW\�GHFUHDVHG�IURP������IRU�XQSHUWXUEHG�
�F\VWV�WR������IRU�+*)�SHUWXUEHG�F\VWV��:H�DOVR�IRXQG�WKDW�F\VWV�H[SRVHG�WR�+*)�ZHUH�ODUJHU��RQ�DYHUDJH��WKDQ�
�XQSHUWXUEHG�F\VWV��)LJ���&���

�*LYHQ�WKH�TXDOLWDWLYH�GLIIHUHQFH�LQ�PRUSKRORJ\�RI�+*)�SHUWXUEHG�F\VWV��ZH�ZRQGHUHG�LI�+*)�SHUWXUEHG�F\VWV�
�REH\HG�WKH�FRQVWUDLQWV�REH\HG�E\�XQSHUWXUEHG�0'&.�F\VWV��:H�IRXQG�WKDW�+*)�SHUWXUEHG�F\VWV�GLG�QRW�REH\�
�ERWK�DVSHFWV�RI�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��ZKLOH�F\VWV�SHUWXUEHG�ZLWK�+*)�KDG�WKH�VDPH�QXPEHU�RI�
�FHOOV�SHU�F\VW�YROXPH��WKH�FHOOV�ZHUH�ODUJHU�WKDQ�WKRVH�RI�XQSHUWXUEHG�F\VWV�RI�DQ\�DJH��)LJ���'�(���+RZ�GR�
�+*)�SHUWXUEHG�F\VWV�KDYH�WKH�VDPH�QXPEHU�RI�FHOOV�SHU�F\VW�YROXPH��EXW�ODUJHU�FHOOV�WKDQ�XQSHUWXUEHG�F\VWV"�
�2QH�SRVVLELOLW\�ZDV�WKDW�+*)�SHUWXUEHG�F\VWV�KDYH�D�VPDOOHU�SURSRUWLRQ�RI�WKHLU�YROXPH�WDNHQ�XS�E\�OXPHQV�
�DQG�D�ODUJHU�SURSRUWLRQ�RI�WKH�YROXPH�RFFXSLHG�E\�FHOOV��,QWHUHVWLQJO\��+*)�SHUWXUEHG�F\VWV�GR�REH\�WKH�
�OXPHQ�QXPEHU�FDS�FRQVWUDLQW��VXJJHVWLQJ�WKDW�ZKDW�OXPHQV�+*)�SHUWXUEHG�F\VWV�KDYH�DUH�VPDOOHU�LQ�VL]H�EXW�
�VLPLODU�LQ�QXPEHU��)LJ���)���7KH�VPDOOHU�SURSRUWLRQ�RI�YROXPH�WDNHQ�XS�E\�WKH�OXPHQV�FRXOG�UHVXOW�IURP�FHOOV�
�EHLQJ�WDOOHU�RU�DGRSWLQJ�D�GLIIHUHQW�FRQILJXUDWLRQ��:H�IRXQG�WKDW�WKH�FHOOV�RIWHQ�IRUPHG�PXOWL�FHOO�OD\HUV��ZKLFK�
�DOORZV�IRU�ODUJHU�FHOOV�WR�RFFXS\�WKH�VDPH�RUJDQRLG�YROXPH�ZKLOH�PDLQWDLQLQJ�WKH�VDPH�WRWDO�QXPEHU�RI�FHOOV�
�SHU�YROXPH��,W�DOVR�VXJJHVWV�WKDW�WKH�VWULFW�SURSRUWLRQDOLW\�EHWZHHQ�FHOO�QXPEHU�DQG�RUJDQRLG�YROXPH�LV�
�PDLQWDLQHG�GHVSLWH�GLVUXSWLRQV�WR�FHOOXODU�FRQILJXUDWLRQV�DQG�KHQFH�FHOO�QXPEHU�PD\�QRW�EH�FRQWUROOHG�E\�
�PRUSKRORJ\��SHU�VH����
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�*LYHQ�WKDW�+*)�TXDOLWDWLYHO\�FKDQJHG�VRPH�IHDWXUHV�RI�0'&.�F\VWV��ZH�ZRQGHUHG�ZKDW�WKH�PRUSKRORJLFDO�
�HIIHFWV�ZRXOG�EH�XSRQ�FRPELQLQJ�+*)�ZLWK�WKH�SUHYLRXVO\�XVHG�SHUWXUEDWLRQV�WKDW�HQJHQGHUHG�PRUH�
�TXDQWLWDWLYH�FKDQJHV��)RU�H[DPSOH��ZRXOG�D�SHUWXUEDWLRQ�WKDW�SURGXFHV�F\VWV�ZLWK�H[WHQVLRQV��+*)��DQG�D�
�SHUWXUEDWLRQ�WKDW�SURGXFHV�VPDOOHU�F\VWV�\LHOG�VPDOO�F\VWV�ZLWK�H[WHQVLRQV"�:H�SHUWXUEHG�0'&.�F\VWV�IRU�QLQH�
�GD\V�ZLWK�HLWKHU�+*)�DORQH�RU�+*)�LQ�FRPELQDWLRQ�ZLWK�ODSDWLQLE�RU�RUDQWLQLE��)LJ���*���7R�HQVXUH�WKDW�DQ\�
�GLIIHUHQFHV�ZH�QRWLFHG�FRXOG�QRW�EH�H[SODLQHG�E\�SRVVLEOH�FURVV�WDON�EHWZHHQ�+*)�DQG�(*)5���-R�HW�DO�����������
�ZH�DGGLWLRQDOO\�SHUWXUEHG�0'&.�F\VWV�ZLWK�VXPDWULSWDQ�VXFFLQDWH�DORQH�RU�LQ�FRPELQDWLRQ�ZLWK�<�������RU�
�16&�������:H�IRXQG�WKDW�F\VWV�H[SRVHG�WR�+*)�DQG�ODSDWLQLE�RU�RUDWLQLE�KDG�ORZHU�VROLGLW\�WKDQ�F\VWV�
�H[SRVHG�WR�RQO\�RQH�RI�WKHVH�SHUWXUEDWLRQV��)LJ���+���:H�IRXQG�WKDW�F\VWV�H[SRVHG�WR�+*)��DORQH�RU�LQ�
�FRPELQDWLRQ��ZHUH�DOVR�ODUJHU��RQ�DYHUDJH��WKDQ�FRQWURO�F\VWV��)LJ���,���7DNHQ�WRJHWKHU��WKH�PRUSKRORJLFDO�
�FKDQJHV�LQGXFHG�E\�+*)�DQG�DQRWKHU�SHUWXUEDWLRQ�VXJJHVW�WKDW�WKH�HIIHFWV�RI�LQGLYLGXDO�SHUWXUEDWLRQV�GR�QRW�
�QHFHVVDULO\�FRPELQH�DGGLWLYHO\�ZKHQ�DGPLQLVWHUHG�VLPXOWDQHRXVO\��

�:H�WKHQ�ZRQGHUHG�KRZ�WKH�FRQVWUDLQWV�RI�F\VWV�SHUWXUEHG�ZLWK�RQH�GUXJ�FKDQJHG�ZKHQ�WKH�F\VWV�ZHUH�
�H[SRVHG�WR�D�VHFRQG�GUXJ��2QH�SRVVLELOLW\�LV�WKDW�GRXEO\�SHUWXUEHG�F\VWV�REH\HG�D�VHW�RI�FRQVWUDLQWV�WKDW�
�DYHUDJHG�WKH�FRQVWUDLQWV�REH\HG�E\�VLQJO\�SHUWXUEHG�F\VWV��DVVXPSWLRQ�RI�OLQHDULW\���$QRWKHU�SRVVLELOLW\�LV�WKDW�
�GRXEO\�SHUWXUEHG�F\VWV�REH\HG�WKH�VDPH�VHW�RI�FRQVWUDLQWV�DV�RQO\�RQH�RI�WKH�SHUWXUEDWLRQV��VXJJHVWLQJ�WKDW�
�VRPH�GUXJV�PD\�EH�DEOH�WR�RYHUULGH�WKH�HIIHFWV�RI�RWKHUV��RU�VRPH�RWKHU�QRQ�OLQHDU�LQWHUDFWLRQ��2QH�PLJKW�
�H[SHFW�WKDW�OLQHDULW\�ZRXOG�KROG�IRU�VPDOO�GRVHV�RI�GUXJ��EXW�WKDW�QRQOLQHDU�DVSHFWV�RI�WKH�UHJXODWRU\�SURFHVVHV�
�PD\�DSSHDU�IRU�ODUJHU�GRVHV��:H�IRXQG�WKDW�VRPHWLPHV�RQH�SHUWXUEDWLRQ�RYHUURGH�WKH�HIIHFWV�RI�WKH�RWKHU�DQG�
�WKDW�VRPHWLPHV�GRXEO\�SHUWXUEHG�F\VWV�GLG�QRW�REH\�WKH�VDPH�FRQVWUDLQWV�WKDW�WKH�VLQJO\�SHUWXUEHG�F\VWV�GLG�
��)LJ���-�/���3HUWXUEDWLRQV�RYHUURGH�WKH�HIIHFWV�RI�RQH�DQRWKHU�LQ�PDQ\�FRPELQDWLRQV�DQG�IRU�ERWK�FRQVWUDLQWV��
�:H�REVHUYHG�WKDW�ZKLOH�+*)�DORQH�REH\HG�D�GLIIHUHQW�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��ZKHQ�XVHG�LQ�
�FRPELQDWLRQ�ZLWK�HLWKHU�ODSDWLQLE�RU�RUDWLQLE�WKH�F\VWV�REH\HG�WKH�VDPH�FRQVWUDLQW�DV�XQSHUWXUEHG�F\VWV��:H�
�OLNHZLVH�IRXQG�WKDW�WKH�HIIHFWV�RI�<�������RQ�WKH�OXPHQ�QXPEHU�FDS�FRQVWUDLQW�DQG�WKH�HIIHFWV�RI�16&������RQ�
�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW�ZHUH�ERWK�FDQFHOHG�RXW�E\�VXPDWULSWDQ�VXFFLQDWH��:H�DGGLWLRQDOO\�IRXQG�
�PDQ\�H[DPSOHV�ZKHUH�VLQJO\�SHUWXUEHG�0'&.�F\VWV�REH\HG�WKH�VDPH�FRQVWUDLQWV��EXW�ZKHQ�WKRVH�
�SHUWXUEDWLRQV�ZHUH�XVHG�LQ�FRPELQDWLRQ�WKH�F\VWV�GLG�QRW�REH\�WKH�VDPH�FRQVWUDLQWV��:H�IRXQG�WKDW�ZKLOH�
�QHLWKHU�+*)��ODSDWLQLE��QRU�RUDWLQLE�DORQH�FKDQJHG�WKH�OXPHQ�QXPEHU�FDS�FRQVWUDLQW��F\VWV�SHUWXUEHG�ZLWK�ERWK�
�+*)�DQG�ODSDWLQLE�RU�RUDWLQLE�KDG�KLJKHU�OXPHQV�SHU�F\VW�YROXPH��)LJ���-�/���:H�DOVR�IRXQG�WKLV�WR�EH�WUXH�IRU�
�VXPDWULSWDQ�VXFFLQDWH�DQG�<�������IRU�WKH�FRQVWDQW�FHOO�GHQVLW\�FRQVWUDLQW��,Q�WRWDOLW\��WKH�PDQ\�GLIIHUHQFHV�
�EHWZHHQ�WKH�FRQVWUDLQWV�REH\HG�E\�GRXEOH�SHUWXUEHG�F\VWV�DQG�VLQJOH�SHUWXUEHG�F\VWV�VXJJHVWV�WKDW�WKH�HIIHFWV�
�RI�DQ\�JLYHQ�SHUWXUEDWLRQ�GR�QRW�DSSHDU�WR�VLPSO\�DGG�WRJHWKHU��EXW�UDWKHU�FDQ�FRPELQH�LQ�XQDQWLFLSDWHG�ZD\V��
�,W�LV�LPSRUWDQW�WR�QRWH�WKDW�PDQ\�RI�WKH�SHUWXUEDWLRQV�DIIHFWHG�SDUWLFXODU�FODVVHV�RI�ELRORJLFDO�SURFHVVHV��VXFK�
�DV�SUROLIHUDWLRQ��H�J��ODSDWLQLE��RUDWLQLE��HWF��DQG�WKRVH�DIIHFWLQJ�PRUSKRORJLFDO�SURFHVVHV��H�J��+*)��<��������
�HWF���,W�LV�SRVVLEOH�WKDW�WKH�XVH�RI�GLIIHUHQW�FRPELQDWLRQV�ZLWK�GUXJV�SHUWXUELQJ�WKH�VDPH�SURFHVVHV�FRXOG�KDYH�
�PRUH�SUHGLFWDEOH�HIIHFWV��

�(QWHURLGV�VKRZ�D�VLPLODU�VHW�RI�SHUWXUEDEOH�FRQVWUDLQWV�

�7KH�0'&.�F\VW�IRUPDWLRQ�V\VWHP�LV�UHODWLYHO\�VLPSOH��VSKHULFDO�VKDSH��VLQJOH�FHOO�W\SH���DQG�VR�ZH�ZRQGHUHG�
�ZKHWKHU�RXU�DSSURDFK�ZRXOG�DSSO\�WR�PRUH�FRPSOH[�RUJDQRLG�V\VWHPV��:H�FKRVH�WR�DSSO\�RXU�DSSURDFK�WR�WKH�
�HQWHURLG�V\VWHP��ZKLFK�LV�DQ�RUJDQRLG�V\VWHP�PLPLFNLQJ�LQWHVWLQDO�FU\SW�DQG�YLOOXV�VWUXFWXUHV��,Q�WKLV�V\VWHP��
�HQWHURLGV�FDQ�EH�GHULYHG�IURP�D�VLQJOH�LQWHVWLQDO�HSLWKHOLDO�VWHP�FHOO��IURP�ZKLFK�PXOWLSOH�FHOO�W\SHV�HPHUJH�WR�
�IRUP�D�VWUXFWXUH�WKDW�LQ�VRPH�ZD\V�UHIOHFWV�WKH�FU\SW�DQG�YLOOXV�VWUXFWXUH�RI�WKH�LQWHVWLQDO�HSLWKHOLXP��,Q�WKDW�
�VWUXFWXUH��VWHP�FHOOV�DUH�DW�WKH�EDVH�RI�WKH�FU\SW�DQG�JLYH�ULVH�WR�WKH�RWKHU�FHOO�W\SHV��LQFOXGLQJ�3DQHWK�FHOOV��
�JREOHW�FHOOV��HQWHURF\WHV��WUDQVLW�DPSOLI\LQJ�FHOOV��DQG�HQWHURHQGRFULQH�FHOOV��)LJ���$���,Q���/XNRQLQ��HW�DO�����������
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�WKH�DXWKRUV�SHUIRUPHG�KLJK�WKURXJKSXW�TXDQWLWDWLYH�PHDVXUHPHQWV�RQ�HQWHURLGV�H[SRVHG�WR�D�ZLGH�YDULHW\�RI�
�SHUWXUEDWLYH�FRQGLWLRQV��������FRQGLWLRQV���JHQHUDWLQJ�D�GDWDVHW�WKDW�PDWFKHG�PDQ\�RI�WKH�FULWHULD�IRU�RXU�
�DSSURDFK��7KHLU�PHDVXUHPHQWV�LQFOXGHG�HQWHURLG�DUHD�DQG�D�QXPEHU�RI�DVVRFLDWHG�PRUSKRORJLFDO�TXDQWLWLHV�
��)LJ���%���)XUWKHUPRUH��WKH\�SHUIRUPHG�DQWLERG\�VWDLQLQJ�IRU�PDUNHUV�RI�3DQHWK�FHOOV�DQG�HQWHURF\WHV��DORQJ�
�ZLWK�QXFOHDU�VWDLQLQJ�ZLWK�'$3,��\LHOGLQJ�WKH�IOXRUHVFHQFH�LQWHQVLW\�RI�WKHVH�PDUNHUV�DV�D�SUR[\�IRU�WKH�QXPEHU�
�RI�FHOOV�RI�WKHVH�W\SHV��DQG�WRWDO�FHOOV�LQ�WKH�FDVH�RI�'$3,���,W�LV�ZRUWK�QRWLQJ�KHUH�WKDW�ZKLOH�WKH�LQWHQVLWLHV�
�VHUYH�DV�D�SUR[\�IRU�FHOO�QXPEHU��WKH\�GR�QRW�JLYH�WKH�UHODWLYH�ORFDWLRQ�RI�WKHVH�FHOO�W\SHV��ZKLFK�DUH�GDWD�WKDW�
�FRXOG�EH�XVHIXO�LQ�IXWXUH�VWXGLHV��

�:H�ILUVW�SHUIRUPHG�3&$�RQ�WKH�IHDWXUHV�IURP�WKLV�HQWHURLG�GDWDVHW�WR�ORRN�IRU�FRQVWUDLQHG�FRYDULDWLRQ�EHWZHHQ�
�IHDWXUHV��6XSS��)LJ�������:H�IRXQG�WKDW�WKHUH�ZHUH�VHYHUDO�SULQFLSDO�FRPSRQHQWV�WKDW�DSSHDUHG�WR�H[SODLQ�D�
�VLJQLILFDQW�IUDFWLRQ�RI�WKH�YDULDQFH��7KH�ILUVW�SULQFLSDO�FRPSRQHQW�DSSHDUHG�WR�FRUUHVSRQG�WR�VL]H��DQG�DJDLQ�
�UHYHDOHG�D�VWURQJ�FRUUHODWLRQ�EHWZHHQ�VL]H�DQG�WRWDO�QXPEHU�RI�FHOOV�DV�ZHOO�DV�WKH�QXPEHU�RI�HQWHURF\WHV�DQG�
�3DQHWK�FHOOV��/RRNLQJ�DW�WKH�VHFRQG�DQG�WKLUG�SULQFLSDO�FRPSRQHQWV��WKH�GHQVLW\��RU�PHDQ�LQWHQVLW\��RI�3DQHWK�
�FHOOV�DSSHDUHG�WR�FRUUHODWH�ZLWK�SURWHLQ�GHQVLW\�DQG�GHQVLW\�RI�FHOOV�LQGHSHQGHQWO\�RI�DQ\�HQWHURF\WH�IHDWXUHV�
��3&����+RZHYHU���WKH�GHQVLW\�RI�HQWHURF\WHV�VHHPHG�WR�FRUUHODWH�ZLWK�SURWHLQ�GHQVLW\�LQGHSHQGHQW�RI�DOO�FHOO�
�DQG�3DQHWK�FHOO�IHDWXUHV��3&����7RJHWKHU��WKH�3&$�UHYHDOHG�D�QXPEHU�RI�D[HV�RI�YDULDWLRQ�ZLWK�UHVSHFW�WR�WKH�
�UHODWLYH�QXPEHUV�RI�GLIIHUHQW�FHOO�W\SHV��

�:H�ILUVW�ZDQWHG�WR�HVWDEOLVK�WKDW�WKH�VFDOLQJ�SURSHUWLHV�WKDW�ZH�REVHUYHG�LQ�0'&.�KDG�VRPH�DQDORJ\�LQ�WKH�
�HQWHURLG�V\VWHP��)LJ���&�(���:H�IRXQG�WKDW�DOO�WKUHH�IOXRUHVFHQFH�LQWHQVLW\�TXDQWLWLHV��'$3,�QXPEHU�RI�QXFOHL��
�DOGRODVH�E�QXPEHU�RI�HQWHURF\WHV��O\VR]\PH�QXPEHU�RI�SDQHWK�FHOOV��VFDOHG�VWURQJO\�ZLWK�HQWHURLG�DUHD��
�VKRZLQJ�WKDW�WKH�QXPEHUV�RI�HDFK�RI�WKHVH�FHOO�W\SHV�LQ�JHQHUDO�VFDOHG�ZLWK�WKH�WRWDO�VL]H�RI�WKH�HQWHURLG���1RWH�
�WKDW�WKH�QDWXUH�RI�WKHVH�GDWD�ZDV�UDWKHU�GLIIHUHQW�WKDQ�WKDW�FROOHFWHG�IRU�0'&.��VR�ZH�SHUIRUPHG�D�GLIIHUHQW�VHW�
�RI�TXDOLW\�FRQWURO�VWHSV��VHH�PHWKRGV�IRU�GHWDLOV���

�:LWK�WKHVH�VWURQJ�OLQHDU�UHODWLRQVKLSV�LQ�KDQG��ZH�ZHQW�DERXW�VHDUFKLQJ�WKURXJK�WKH�VHW�RI�SHUWXUEDWLRQV�
�ORRNLQJ�IRU�H[DPSOHV�RI�SHUWXUEDWLRQV�WKDW�DOWHUHG�WKHVH�UHODWLRQVKLSV�DQG�FRPELQDWLRQV�WKHUHRI��:H�ORRNHG�IRU�
�SHUWXUEDWLRQV�WKDW�JDYH�ODUJH�IROG�FKDQJHV�WR�WKH�VORSH�RU�LQWHUFHSW�RI�D�OLQHDU�ILW�DV�FRPSDUHG�WR�XQSHUWXUEHG�
�HQWHURLGV��ZLWK�WKH�IXUWKHU�FULWHULRQ�WKDW�WKH�PDMRULW\�RI�UHSOLFDWHV�RI�WKH�GUXJ��ERWK�UHSOLFDWHV�ZKHQ�WKHUH�ZHUH�
�WZR�WRWDO�UHSOLFDWHV��RU�DW�OHDVW�WZR�RXW�RI�WKUHH�LI�WKHUH�ZHUH�WKUHH�WRWDO�UHSOLFDWHV��PXVW�VKRZ�WKH�FKDQJH��)LJ��
��)���:H�IRXQG�����SHUWXUEDWLRQV�WKDW�FDXVHG�D�FKDQJH�LQ�DW�OHDVW�RQH�RI�WKH�FRQVWUDLQWV��:H�FRQILUPHG�WKHVH�
�FKDQJHV�E\�ORRNLQJ�DW�WKH�UDZ�LPDJHV��ZKLFK�GHPRQVWUDWHG�WKDW�WKH�FKDQJHV�LQ�IOXRUHVFHQFH�LQWHQVLW\�UHVXOWHG�
�IURP�FKDQJHV�LQ�WKH�QXPEHU�RI�FHOOV�RI�WKH�YDULRXV�W\SHV�SUHGLFWHG��DV�RSSRVHG�WR�FKDQJHV�LQ�VWDLQLQJ�LQWHQVLW\�
�RI�WKH�VDPH�QXPEHU�RI�FHOOV���,QGHHG��IRU�WKH�VHYHQ�SRVVLEOH�FRPELQDWLRQV�RI�FRQVWUDLQW�FKDQJHV��FKDQJHV�LQ����
���RU�DOO���RI�WKH�FRQVWUDLQWV�DW�RQFH���ZH�IRXQG�DW�OHDVW�RQH�SHUWXUEDWLRQ��RIWHQ�VHYHUDO��IRU�HDFK�FRQVWUDLQW�
�FKDQJH�FRPELQDWLRQ��2XU�UHVXOWV�VKRZ�WKDW�WKH�VFDOLQJ�SURSHUW\�RI�WKH�QXPEHU�RI�FHOOV�RI�D�SDUWLFXODU�W\SH�ZLWK�
�RUJDQRLG�VL]H�DUH�PDLQWDLQHG�DFURVV�SHUWXUEDWLRQV��EXW�WKDW�WKH�VFDOLQJ�FRQVWDQW�LWVHOI��L�H���WKH�SURSRUWLRQ�RI�
�FHOOV�RI�D�SDUWLFXODU�W\SH�RXW�RI�WKH�WRWDO��DUH�VXEMHFW�WR�FKDQJH��

�,Q�FRQFOXVLRQ��ZH�IRXQG�WKDW�RXU�DSSURDFK�ZDV�DEOH�WR�LGHQWLI\�FRQVWUDLQWV�LQ�D�PRUH�FRPSOH[�RUJDQRLG�V\VWHP��
�DQG�WKDW�WKHVH�FRQVWUDLQWV�ZHUH�SHUWXUEDEOH��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�VHW�RI�IHDWXUHV�LQ�WKHVH�GDWD�LV�OLNHO\�
�IDU�ULFKHU�WKDQ�ZKDW�ZDV�FXUUHQWO\�FDSWXUHG�LQ�RXU�PHDVXUHPHQWV��IRU�LQVWDQFH��TXDQWLWLHV�DVVRFLDWHG�ZLWK�WKH�
�GLVWDQFHV�EHWZHHQ�YDULRXV�FHOO�W\SHV�ZHUH�QRW�FRPSXWHG��$�ULFKHU�VHW�RI�IHDWXUHV�PD\�OHDG�WR�D�ULFKHU�VHW�RI�
�FRQVWUDLQWV��
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�'LVFXVVLRQ�

�+HUH��ZH�VRXJKW�WR�TXDQWLI\�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV��:H�IRXQG�WKH�0'&.�F\VWV�REH\�D�
�QXPEHU�RI�FRQVWUDLQWV��DQG�WKDW�WKH�PDMRULW\�RI�WKHLU�PRUSKRORJLFDO�YDULDWLRQ�FDQ�EH�H[SODLQHG�E\�WKUHH�
�GLPHQVLRQV��:H�DOVR�IRXQG�WKDW�VRPH�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV�YDU\�ZLWK�DJH�DQG�
�SHUWXUEDWLRQV��

�,W�UHPDLQV�XQFOHDU�ZKDW�XQGHUSLQV�WKH�FRQVWUDLQWV�RQ�F\VW��RU��PRUH�JHQHUDOO\��RUJDQRLG��PRUSKRORJLHV��2QH�
�FRXOG�LPDJLQH�DQ\�QXPEHU�RI�SRWHQWLDO�PHFKDQLVPV��DQ\�RQH�RI�ZKLFK�PLJKW�EH�FULWLFDO�WR�D�FRQVWUDLQW�E\�LWVHOI�
�RU�LQ�FRPELQDWLRQ�ZLWK�PDQ\�RWKHUV��6XFK�PHFKDQLVPV�PD\�EH�EDVHG�XSRQ�FRQYHQWLRQDO�ELRFKHPLFDO�VLJQDOLQJ�
��VXFK�DV�VLJQDOLQJ�EHWZHHQ�FHOOV�WR�FRQWURO�SUROLIHUDWLRQ���RU�PD\�LQYROYH�PHFKDQLFDO�VHQVLQJ�RI�YDULDEOHV�VXFK�
�DV�PHPEUDQH�FXUYDWXUH��$�UHODWHG�TXHVWLRQ�LV�ZKHWKHU�WKHVH�PHFKDQLVPV�PDS�LQ�D�RQH�WR�RQH�PDQQHU�RQWR�
�HDFK�RI�WKH�SULQFLSDO�FRPSRQHQWV�RI�YDULDWLRQ�ZH�GHWHFWHG��,�H���LV�WKHUH�RQH�PHFKDQLVP�WKDW�JRYHUQV�FHOO�VL]H�
�DQG�UHODWHG�YDULDEOHV��DQG�DQRWKHU�PHFKDQLVP�WKDW�JRYHUQV�OXPHQ�QXPEHU"�,Q�SULQFLSOH��WKHUH�LV�QR�QHHG�IRU�
�DQ\�RQH�PHFKDQLVP�WR�PDS�LQ�VXFK�D�GLUHFW�ZD\�RQWR�D�SDUWLFXODU�D[LV�RI�YDULDWLRQ��2XU�GDWD�ZLWK�YDULRXV�GUXJV�
�VXJJHVWV�WKDW�LW�LV�HQWLUHO\�SRVVLEOH�IRU�D�PHFKDQLVP�WR�DIIHFW�MXVW�RQH�RU�PXOWLSOH�SULQFLSDO�FRPSRQHQWV��VR�
�WKHUH�LV�QR�UHDVRQ�WR�SUHGLFW�WKDW�LQGLYLGXDO�PHFKDQLVPV�ZRXOG�EH�UHVWULFWHG�WR�DIIHFWLQJ�MXVW�D�VLQJOH�D[LV��

�:KLOH�PDQ\�SRWHQWLDO�PHFKDQLVPV�PD\�EH�FRPSDWLEOH�ZLWK�R��XU�H[SHULPHQWDO�GDWD��SHUWXUEDWLRQV�ZLOO�EH�
�UHTXLUHG�WR�H[FOXGH�FHUWDLQ�FODVVHV�RI�PRGHOV�DQG�HVWDEOLVK�FDXVDOLW\��6XFK�PROHFXODU�PHFKDQLVPV��LI�
�LGHQWLILHG��DUH�HQRUPRXVO\�SRZHUIXO�DQG�DUH�D�FULWLFDO�XOWLPDWH�JRDO�IRU�PROHFXODU�ELRORJ\��*LYHQ�WKH�UHODWLYHO\�
�VPDOO�QXPEHU�RI�SHUWXUEDWLRQV��LW�ZDV�GLIILFXOW�WR�FRQQHFW�SDWKZD\V�ZLWK�SKHQRW\SHV��,W�LV�SRVVLEOH�WKDW�PRUH�
�H[WHQVLYH�VHWV�RI�SHUWXUEDWLRQV�PD\�XOWLPDWHO\�UHYHDO�WKH�XQGHUO\LQJ�PROHFXODU�PHFKDQLVPV�UHVSRQVLEOH�IRU�
�SDUWLFXODU�FRQVWUDLQWV��+RZHYHU��LW�LV�DOVR�SRVVLEOH�WKDW�WKH�FRPSOH[LW\�RI�WKH�XQGHUO\LQJ�PROHFXODU�SDWKZD\V�LV�
�WRR�JUHDW�DQG�PXOWL�IDFHWHG�WR�HYHU�IXOO\�UHODWH�WR�WKHVH�FRQVWUDLQWV�LQ�DQ�HDVLO\�XQGHUVWRRG�PDQQHU���0HOOLV�DQG�
�5DM����������1HYHUWKHOHVV��WKHVH�FRQVWUDLQWV�DQG�RWKHUV��OLNH�WKHP�PD\�FRQVWLWXWH�DQ�HIIHFWLYH�³JUDPPDU´�RI�
�RUJDQRLG�PRUSKRORJ\�WKDW�RQH�PD\�EH�DEOH�WR�EXLOG�XSRQ�LUUHVSHFWLYH�RI�WKH�PROHFXODU�GHWDLOV��.QRZOHGJH�RI�
�WKH�EXLOGLQJ�EORFNV�RI�RUJDQRLG�PRUSKRORJLHV�PD\�DOVR�LQIRUP�JHQHUDWLYH�TXDQWLWDWLYH�PRGHOV�RI�
�PRUSKRJHQHVLV�WKDW�FRXOG�EH�HYDOXDWHG�IRU�WKHLU�DELOLW\�WR�UHFDSLWXODWH�VXFK�FRQVWUDLQWV��

�:H�DOVR�IRXQG�WKDW��ZKLOH�VRPH�SHUWXUEDWLRQV�DOWHUHG��F\VW�SDUDPHWHUV�ZLWKLQ�FRQVWUDLQWV��RWKHUV�FKDQJHG�WKH�
�QDWXUH�RI�WKH�FRQVWUDLQW��.QRZOHGJH�RI�ZKLFK�W\SHV�RI�SHUWXUEDWLRQV�OHDG�WR�ZKLFK�W\SH�RI�HIIHFW�PLJKW�DLG�LQ�WKH�
�GHYHORSPHQW�RI�DQ�LQVWUXFWLRQ�PDQXDO�IRU�EXLOGLQJ�GHVLJQHU�RUJDQRLGV��SRWHQWLDOO\�H[LVWLQJ�LQ�YHU\�GLIIHUHQW�SDUWV�
�RI�SDUDPHWHU�VSDFH�WKDQ�QRUPDO�RUJDQRLGV��2XU�IUDPHZRUN�PD\�UHYHDO�WKH�SDUDPHWHUV�RQH�PD\�EH�DEOH�WR�
�PDQLSXODWH�RUJDQRLGV�XVLQJ�WKH�UXOHV�OHDUQHG�E\�WKHVH�V\VWHPDWLF�SHUWXUEDWLRQV��6XFK�RUJDQRLGV�PD\�KDYH�
�SURSHUWLHV�WKDW�PDNH�WKHP�PRUH�XVHIXO�IRU�SDUWLFXODU�DSSOLFDWLRQV�LQ�UHJHQHUDWLYH�PHGLFLQH�RU�DV�GLVHDVH�
�PRGHOV��,W�PD\�DOVR�EH�SRVVLEOH��LQ�SULQFLSOH�LI�QRW�LQ�SUDFWLFH��WR�GHVWUR\�D�FRQVWUDLQW�ZLWK�VXIILFLHQW�
�SHUWXUEDWLRQ��)RU�H[DPSOH��WKH�ULJKW�SHUWXUEDWLRQ�PLJKW�FRPSOHWHO\�GHFRXSOH�F\VW�YROXPH�IURP�WKH�QXPEHU�RI�
�FHOOV��)XWXUH�ZRUN�FRXOG�VHDUFK�IRU�SHUWXUEDWLRQV�ZLWK�VXFK�HIIHFWV�E\�FRPELQLQJ�KLJK�WKURXJKSXW�GUXJ�VFUHHQV�
�ZLWK�RXU�GHWDLOHG�TXDQWLILFDWLRQ�RI�RUJDQRLG�PRUSKRORJLHV��:LWK�WKH�DELOLW\�WR�GHFRXSOH�PRUSKRORJLFDO�
�FRQVWUDLQWV��ZH�PLJKW�EH�DEOH�WR�HQJLQHHU�RUJDQRLGV�WR�DGRSW�HQWLUHO\�QRYHO�FRQILJXUDWLRQV��

�2QH�SULQFLSDO�WHFKQLFDO�FKDOOHQJH�LQ�WKH�VFDOLQJ�RI�DSSURDFKHV�VXFK�DV�WKH�RQH�ZH�WRRN�KHUH�LV�WKH�H[WUDFWLRQ�
�RI�DQQRWDWLRQV�RI�0'&.�F\VW�VWUXFWXUHV�IURP�PLFURVFRS\�LPDJHV��2XU�DVVXPSWLRQ�ZDV�WKDW�ZH�ZRXOG�QHHG�
�KLJKO\�DFFXUDWH�DQQRWDWLRQV�WR�UHYHDO�VXEWOH�FRQVWUDLQWV�RQ�0'&.�F\VW�PRUSKRORJLHV��DQG�WKRVH�DQQRWDWLRQV�
�SURYHG�GLIILFXOW�WR�IXOO\�DXWRPDWH��)RU�WKLV�UHDVRQ��ZH�FKRVH�WR�EXLOG�DQ�LQWHUIDFH�WKDW�HQDEOHG�XV�WR�PDQXDOO\�
�FRUUHFW�DQQRWDWLRQV�IURP�DQ\�DOJRULWKP��2XU�KRSH�LV�WKDW�WKLV�DSSURDFK�DQG�WKH�VRIWZDUH�LV�RI�XVH�WR�RWKHUV�
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�ORRNLQJ�WR�DQQRWDWH�LPDJHV��VWUXFWXUHV��RU�WLVVXHV�IRU�ZKLFK�DXWRPDWHG�VROXWLRQV�KDYH�\HW�WR�EH�GHYHORSHG��
�'HHS�OHDUQLQJ�KDV�SURGXFHG�JUHDW�DGYDQFHV�LQ�DXWRPDWLF�LPDJH�VHJPHQWDWLRQ���0RHQ�HW�DO�����������DQG�LW�LV�
�SRVVLEOH�WKDW�WKH�DSSOLFDWLRQ�RI�WKHVH�PHWKRGV��RQFH�IXOO\�DXWRPDWHG�DQG�RI�YHU\�KLJK�TXDOLW\��ZRXOG�DOORZ�XV�WR�
�REWDLQ�PXFK�ODUJHU�QXPEHUV�RI�DQQRWDWLRQV�FRPSDUHG�WR�RXU�FRPELQDWLRQ�RI�DXWRPDWHG�DOJRULWKPV�DQG�PDQXDO�
�DQQRWDWLRQ�UHYLHZ��,W�LV�DOVR�ZRUWK�FRQVLGHULQJ�ZKDW�OHYHO�RI�VHJPHQWDWLRQ�DFFXUDF\�LV�QHHGHG�IRU�WKH�TXHVWLRQ�
�DW�KDQG��)XWXUH�ZRUN�WKDW�TXDQWLILHV�ZKDW�GHJUHH�RI�VHJPHQWDWLRQ�DFFXUDF\�LV�QHHGHG�IRU�D�JLYHQ�TXHVWLRQ�PD\�
�JXLGH�HIIRUWV�WR�GHYHORS�VHJPHQWDWLRQ�DOJRULWKPV��,Q�DGGLWLRQ��LW�LV�SRVVLEOH�WKDW�DOWHUQDWLYH�VWUDWHJLHV�IRU�
�FXOWXULQJ�RU�LPDJLQJ�WKH�F\VWV�PLJKW�PDNH�WKH�LPDJHV�HDVLHU�WR�VHJPHQW��2QH�VXFK�H[DPSOH�ZRXOG�EH�WR�SODWH�
�DOO�0'&.�F\VWV�DW�WKH�VDPH�GLVWDQFH�IURP�WKH�ERWWRP�RI�WKH�ZHOO��)XWXUH�ZRUN�FRXOG�DOVR�XVH�WKH�ODUJH�DQG�
�KLJKO\�DFFXUDWH�VHJPHQWDWLRQV�SURGXFHG�LQ�WKLV�ZRUN�WR�WUDLQ�GHHS�OHDUQLQJ�PRGHOV�VSHFLILF�WR�WKLV�WDVN��

�:H�IRFXVHG�SULPDULO\�RQ�0'&.�F\VWV�IRU�RXU�SURRI�RI�FRQFHSW�EHFDXVH�RI�WKHLU�VLPSOLFLW\��ERWK�PRUSKRORJLFDOO\�
�DQG�LQ�WHUPV�RI�WKH�QXPEHU�RI�FHOO�W\SHV�LQYROYHG��LQ�WKLV�FDVH��MXVW�RQH�FHOO�W\SH���:H�DOVR�DSSOLHG�RXU�
�PHWKRGRORJ\�WR�WKH�PRUH�FRPSOH[�HQWHURLG�V\VWHP�WKDW�KDV�VHYHUDO�FHOO�W\SHV�WKDW�LQWHUDFW�LQ�YDULRXV�ZD\V��
�KRZHYHU��WKH�IHDWXUH�VHW�DYDLODEOH�IRU�HDFK�HQWHURLG�ZDV�UHODWLYHO\�OHVV�ULFK�GXH�WR�WKH�FRPSOH[LWLHV�RI�
�TXDQWLI\LQJ�WKRVH�IHDWXUHV�LQ�D�FRPSOH[�WKUHH�GLPHQVLRQDO�VHW�RI�FHOOV��:H�KDYH�GHPRQVWUDWHG��LQ�SULQFLSOH��WKDW�
�RXU�DSSURDFK�FDQ�GHWHUPLQH�WKH�ZD\V�LQ�ZKLFK�RUJDQRLG�PRUSKRORJLHV�DUH�HLWKHU�FRQVWUDLQHG�RU�IUHH�WR�YDU\��
�+RZHYHU��LW�LV�LPSRUWDQW�WR�QRWH�WKDW�PRUH�FRPSOH[�RUJDQRLG�V\VWHPV�PD\�KDYH�KLJKHU�GHJUHHV�RI�
�GLPHQVLRQDOLW\�DQG�QRQ�OLQHDULWLHV�WKDW�PD\�UHTXLUH�PRUH�VRSKLVWLFDWHG�DSSURDFKHV�DQG�DQDO\VHV��,W�ZLOO�EH�
�LQWHUHVWLQJ�LQ�WKH�IXWXUH�WR�DSSO\�WKLV�IUDPHZRUN�WR�VXFK�RUJDQRLGV�WR�VHH�ZKDW�FRQVWUDLQWV�DUH�REH\HG��DV�ZHOO�
�DV�WR�PDS�WKH�UHODWLRQVKLS�EHWZHHQ�DQ�RUJDQRLG¶V�PRUSKRORJLFDO�FRQVWUDLQWV�WR�DQ�RUJDQRLG¶V�IXQFWLRQDO�
�FKDUDFWHULVWLFV��

�0DWHULDOV�DQG�0HWKRGV�

�0'&.�&\VW�&XOWXUH�

�0DGLQ�'DUE\�&DQLQH�.LGQH\�,,�FHOOV��0LOOLSRUH6LJPD�������������9/��ZHUH�PDLQWDLQHG�E\�FXOWXULQJ�WKHP�LQ��'�
�RQ�WUDGLWLRQDO����FP�FHOO�FXOWXUH�FRDWHG�GLVKHV��&RUQLQJ�����������7KH�PHGLD�IRU�ERWK�WKH�DGKHUHQW��'�FHOOV�
�DQG�F\VWV�ZDV�0(0�PHGLD��0HGLD7HFK��07���������&0��ZLWK�����)HWDO�%RYLQH�6HUXP��)LVKHU������������DQG�
��;�3HQLFLOOLQ�6WUHSWRP\FLQ��,QYLWURJHQ�������������:KHQ�WKH�FHOOV�ZHUH�EHWZHHQ��������FRQIOXHQFH�WKHUH�
�ZHUH�GLVVRFLDWHG�WR�PDNH�F\VWV��7KH�FHOOV�ZHUH�EULHIO\�ZDVKHG�ZLWK���P/�RI�'3%6��*LEFR�������������7KHQ����
�P/�RI�������7U\SVLQ�('7$��*LEFR�������������ZDV�DGGHG��DQG�WKH�SODWH�ZDV�LQFXEDWHG�DW�����&�����&2���� �IRU�
�������PLQXWHV��7KH�WU\SVLQ�ZDV�LQDFWLYDWHG�ZLWK���P/�RI�PHGLD�DQG�WKH�VROXWLRQ�ZDV�SLSHWWHG�RYHU�WKH�GLVK�
�WKUHH�WLPHV�WR�HQVXUH�DOO�FHOOV�GHWDFKHG��7KH�FHOOV�ZHUH�SHOOHWHG�IRU���PLQXWHV�DW������USP�DQG�WKHQ�
�VXVSHQGHG�LQ�����ȝ/�WR���P/�PHGLD��7KH�FHOO�FRQFHQWUDWLRQ�ZDV�TXDQWLILHG�XVLQJ�D�%LR5DG�7&���$XWRPDWHG�
�&HOO�&RXQWHU��7KH�FHOOV�ZHUH�DGGHG�WR�LFH�FROG�WKDZHG�0DWULJHO��&RUQLQJ����������DW�D�FRQFHQWUDWLRQ�RI��������
�FHOOV�P/��7KH�PLGGOH�RI�D�ZHOO�RI�D�1XQF�/DE�7HN���ZHOO�&KDPEHUHG�&RYHUJODVV��)LVKHU��������������ZDV�
�FRDWHG�ZLWK���ȝ/�RI�SXUH�0DWULJHO��7KHQ�����ȝ/�RI�WKH�FHOO�0DWULJHO�VXVSHQVLRQ�ZDV�RYHUODLG�RQ�WRS�RI�WKH�
�FRDWLQJ��7KH�FKDPEHU�ZDV�LQFXEDWHG�DW�����&�����&2���� �IRU����PLQXWHV�WR�VROLGLI\�WKH�0DWULJHO��7KHQ������ȝ/�RI�
�PHGLD�ZDV�DGGHG�RQ�WRS�RI�WKH�VROLGLILHG�0DWULJHO��7KH�F\VWV�ZHUH�UHWXUQHG�WR�WKH�����&�����&2���� �LQFXEDWRU��DQG�
�FXOWXUHG�IRU������GD\V��7KH�PHGLD�ZDV�UHSODFHG�HYHU\�RWKHU�GD\��

�,PDJLQJ�

�0'&.�F\VW�IL[DWLRQ�DQG�VWDLQLQJ�ZDV�SHUIRUPHG�DW�URRP�WHPSHUDWXUH�ZLWK�WZR�EULHI�ZDVKHV�ZLWK��;�3%6�
��$PELRQ��$0������EHWZHHQ�HDFK�VWHS��:KHQ�WKH�F\VWV�ZHUH�UHDG\�WR�EH�LPDJHG�WKH\�ZHUH�IL[HG�LQ�WKHLU�

����
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�FXOWXUH�FKDPEHUV�ZLWK�������IRUPDOGHK\GH��0LOOLSRUH6LJPD��)��������0/��LQ�3%6�IRU����PLQXWHV��7KH\�ZHUH�
�SHUPHDELOL]HG�ZLWK������7ULWRQ�;������0LOOLSRUH6LJPD��7��������P/��LQ�3%6�RYHUQLJKW��7KH�F\VWV�ZHUH�WKHQ�
�EORFNHG�ZLWK����%RYLQH�6HUXP�$OEXPLQ��0LOOLSRUH6LJPD��$��������*��LQ�3%6�IRU���KRXU��7KH�F\VWV�ZHUH�WKHQ�
�LQFXEDWHG�ZLWK����������SKDOORLGLQ��,QYLWURJHQ��$�������DQG������'$3,��)LVKHU��'������LQ�3%6�IRU�DW�OHDVW���
�KRXUV�EHIRUH�LPDJLQJ��7KH�F\VWV�ZHUH�LPDJHG�RQ�D�=HLVV�/DVHU�6FDQQLQJ�����&RQIRFDO�0LFURVFRSH�XVLQJ�D�
���;�REMHFWLYH��=HLVV��ZDWHU�LPPHUVLRQ������1$��ORQJ�ZRUNLQJ�GLVWDQFH��/'�&�$SRFKURPDW�������QP�GLRGH�ODVHU�
��=HLVV���DQG�����QP�DUJRQ�LRQ�ODVHU��/$626���(DFK�F\VW�ZDV�LPDJHG�IURP�WKH�ERWWRP�WR�D�GHSWK�FOHDUO\�
�EH\RQG�WKH�PLGGOH�SRLQW�RI�WKH�F\VW��&\VWV�WKDW�ZHUH�WRR�IDU�IURP�WKH�JODVV�WR�LPDJH�WKDW�GHHSO\�ZHUH�QRW�
�LPDJHG��

�0RUSKRORJLFDO�4XDQWLILFDWLRQ�IURP�,PDJHV�

�:H�ZURWH�D�FXVWRP�0$7/$%�SLSHOLQH����KWWSV���JLWKXE�FRP�DUMXQUDMODERUDWRU\�RUJDQRLGV������WR�PHDVXUH�F\VW�
�PRUSKRORJLFDO�IHDWXUHV�IURP�PLFURVFRS\�LPDJHV�E\��'�VHJPHQWLQJ�WKH�ERXQGDULHV�RI�WKH�ZKROH�F\VW�DQG�HDFK�
�RI�LWV�OXPHQV�DQG�QXFOHL��7R�VHJPHQW�WKH�F\VW�DQG�OXPHQ�ERXQGDULHV�RXU�JHQHUDO�DSSURDFK�ZDV�WR�JXHVV�WKH�
�ERXQGDU\�RQ�HDFK�LPDJH�VOLFH�XVLQJ�WKH�SKDOORLGLQ�LPDJH�DQG�WKHQ�PDQXDOO\�FRUUHFW�WKH�ERXQGDU\�DV�QHHGHG��
�7R�JXHVV�WKH�F\VW�ERXQGDU\�RQ�HDFK�VOLFH�ZH�VHW�DQ�HPSW\�FRUQHU�RI�WKH�LPDJH�DV�WKH�VWDUWLQJ�ERXQGDU\�DQG�
�H[SDQGHG�WKDW�ERXQGDU\�RXWZDUG�XQWLO�WKH�LQWHQVLW\�RI�WKRVH�SL[HOV�ZDV�DERYH�D�XVHU�GHILQHG�WKUHVKROG��:H�
�DSSOLHG�WKH�VDPH�DSSURDFK�WR�JXHVV�WKH�OXPHQ�ERXQGDULHV��H[FHSW�ZH�LGHQWLILHG�WKH�VWDUWLQJ�SRLQW�DV�WKH�
�ODUJHVW�REMHFW�DIWHU�WKH�VOLFH�KDG�EHHQ�SURFHVVHG�ZLWK�D�/DSODFLDQ�RI�*DXVVLDQ�HGJH�GHWHFWRU��:H�WKHQ�
�PDQXDOO\�UHYLHZHG�WKHVH��'�ERXQGDULHV�DQG�FRUUHFWHG�WKHP�DV�QHHGHG��6XSS��)LJ������2QFH�WKHVH��'�
�ERXQGDULHV�ZHUH�ILQDOL]HG�WKH\�ZHUH�FRPELQHG�WR�IRUP��'�ERXQGDULHV��:H�REWDLQHG��'�F\VW�ERXQGDULHV�E\�
�DVVXPLQJ�DOO��'�F\VW�DQQRWDWLRQV�EHORQJHG�WR�WKH�VDPH�REMHFW��:H�REWDLQHG��'�OXPHQ�ERXQGDULHV�E\�
�FRPSXWDWLRQDOO\�LGHQWLI\LQJ�ZKLFK�ERXQGDULHV�WRXFKHG�RQH�DQRWKHU�ZKHQ�VWDFNHG�LQ��'��7R��'�VHJPHQW�WKH�
�QXFOHDU�ERXQGDULHV�ZH�XVHG�FHOOSRVH�WR�VHJPHQW�WKH�QXFOHL�RQ�WKH�RULJLQDO�LPDJH�VOLFHV��:H�DOVR�VOLFHG�WKH�
�LPDJH�VWDFN�RUWKRJRQDOO\�IURP�LWV�RULJLQDO�VOLFLQJ��VXFK�WKDW�PRYLQJ�IURP�VOLFH�WR�VOLFH�PRYHV�OHIW�ULJKW�DFURVV�
�WKH�F\VW��UDWKHU�WKDQ�XS�GRZQ��:H�DOVR�XVHG�FHOOSRVH�WR�VHJPHQW�WKH�QXFOHL�RQ�WKHVH�RUWKRJRQDO�VOLFHV��:H�
�WKHQ�XVHG�WKH�RUWKRJRQDO��'�VHJPHQWDWLRQV�WR�JXHVV�ZKLFK�RULJLQDO��'�VHJPHQWDWLRQV�ZHUH�FRQQHFWHG�WR�RQH�
�DQRWKHU��:H�WKHQ�PDQXDOO\�UHYLHZHG�WKHVH��'�FRQQHFWLRQV�DQG�FRUUHFWHG�WKHP�DV�QHHGHG��6XSS��)LJ��&���

�2QFH�ZH�KDG��'�ERXQGDULHV�IRU�WKH�F\VW��OXPHQV��DQG�QXFOHL��ZH�ZURWH�FXVWRP�DQDO\VHV�WR�PHDVXUH�
�PRUSKRORJLFDO�IHDWXUHV�RI�VL]H��VKDSH��DQG�QXPEHU�IRU�HDFK�F\VW��6XSS��7DEOH�����)RU�F\VWV�ZLWK�PXOWLSOH�
�OXPHQV��ZH�WRRN�WKH�PHDQ�DFURVV�DOO�OXPHQV��)RU�F\VWV�ZLWK�PXOWLSOH�QXFOHL��ZH�WRRN�ERWK�WKH�PHDQ�DQG�WKH�
�VWDQGDUG�GHYLDWLRQ�DFURVV�DOO�QXFOHL��

�3&$�DQG�/LQHDU�0RGHOV�

�,Q�RUGHU�WR�UXQ�3&$�ZH�ILUVW�VWDQGDUGL]HG�WKH�XQLWV�RI�RXU�IHDWXUHV��:H�WRRN�WKH�FXEH�URRW�RI�DOO�YROXPH�
�IHDWXUHV��WKH�VTXDUH�URRW�RI�DOO�VXUIDFH�DUHD�IHDWXUHV��DQG�WKH�LQYHUVH�RI�WKH�QXPEHU�RI�OXPHQV��:H�WKHQ�
�]�VFRUH�QRUPDOL]HG�HDFK�IHDWXUH��:H�UDQ�3&$�XVLQJ�WKH�SUFRPS�IXQFWLRQ�IURP�WKH�5¶V�VWDWV�SDFNDJH�
����KWWSV���ZZZ�UGRFXPHQWDWLRQ�RUJ�SDFNDJHV�VWDWV�YHUVLRQV������������7R�HVWLPDWH�KRZ�PXFK�YDULDQFH�ZH�FRXOG�
�H[SHFW�WR�EH�H[SODLQHG�GXH�WR�FKDQFH��ZH�DOVR�UDQ�3&$�RQ�UDQGRPL]HG�GDWD��7R�UDQGRPL]H�WKH�GDWD��ZH�
�VKXIIOHG�HDFK�FROXPQ�RI�D�WDEOH�ZKHUH�HDFK�URZ�UHSUHVHQWV�RQH�F\VW�HQWHURLG�DQG�HDFK�FROXPQ�UHSUHVHQWV�RQH�
�PRUSKRORJLFDO�IHDWXUH��

�:H�ILW�OLQHDU�PRGHOV�WR�YDULRXV�SDLUV�RI�PRUSKRORJLFDO�IHDWXUHV�XVLQJ�JJSORW�����KWWSV���JJSORW��WLG\YHUVH�RUJ������DQG�
�5¶V�VWDWV�SDFNDJH��
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�'UXJ�6FUHHQ�

�:H�ILUVW�HVWDEOLVKHG�0'&.�,,�FHOOV�ZLWK�VWDEOH�LQWHJUDWLRQ�RI�*)3�QXFOHDU�DQG�P&KHUU\�FHOO�PHPEUDQH�PDUNHUV��
�7KH�GD\�EHIRUH�ZH�SODQQHG�WR�WUDQVIHFW�WKH�FHOOV�ZH�SODWHG�WKHP�VR�WKDW�WKH�FHOOV�ZRXOG�EH�a����FRQIOXHQW�DW�
�WKH�WLPH�RI�WUDQVIHFWLRQ��7KH�FHOOV�ZHUH�FXOWXUHG�LQ�PHGLD�ZLWKRXW�DQWLELRWLFV��7KH�IROORZLQJ�GD\��ZH�XVHG�
�/LSRIHFWDPLQH�������,QYLWURJHQ������������WR�WUDQVIHFW�WKH�FHOOV�ZLWK�+�%�*)3�SODVPLG�
����KWWSV���ZZZ�DGGJHQH�RUJ������������7ZR�GD\V�DIWHU�WUDQVIHFWLRQ���ZH�UHSODFHG�WKH�PHGLD�ZLWK�PHGLD�FRQWDLQLQJ�
�SHQLFLOOLQ��VWUHSWR\P\FLQ��DQG�*�����0HGLDWHFK��07�������&5���:H�FKDQJHG�WKH�PHGLD�HYHU\�RWKHU�GD\��2QH�
�ZHHN�DIWHU�WUDQVIHFWLRQ�ZH�VLQJOH�FHOO�ERWWOHQHFNHG�WKH�FHOOV��:H�WKHQ�IROORZHG�WKH�VDPH�DSSURDFK�WR�WUDQVIHFW�
�WKH�FHOOV�ZLWK�PHP�P&KHUU\�SODVPLG����KWWSV���ZZZ�DGGJHQH�RUJ������������

�7R�FRQGXFW�WKH�GUXJ�VFUHHQ��ZH�XVHG�0DWUL[�:HOO0DWH�WR�SODWH�0DWULJHO�ZLWK��������FHOOV�P/�LQWR�����ZHOO�
�SODWHV��:H�WKHQ�FHQWULIXJHG�WKH�SODWHV�DW�����USP�IRU���PLQXWH�WR�HQVXUH�WKH�0DWULJHO�FHOO�VXVSHQVLRQ�IHOO�WR�WKH�
�ERWWRP�RI�WKH�ZHOO��:H�SRO\PHUL]HG�WKH�0DWULJHO�E\�SODFLQJ�WKH�SODWHV�LQ�D�����&�����&2���� �LQFXEDWRU�IRU�����
�PLQXWHV��:H�WKHQ�DGGHG����ȝ/�RI�PHGLD�ZLWK����P0�+(3(6�DQG�GUXJ�XVLQJ�D�3HUNLQ�(OPHU�-DQXV�0RGXODU�
�'LVSHQVLQJ�7RRO��7KH�F\VWV�ZHUH�FXOWXUHG�IRU���GD\V�DW�����&�����&2�������

�7R�LPDJH�WKH�F\VWV��ZH�IL[HG�WKHP�ZLWK����ȝ/�RI����IRUPDOGHK\GH�IRU����PLQXWHV�DW�URRP�WHPSHUDWXUH��:H�
�ZDVKHG�WKH�SODWHV�ZLWK�3%6�DQG�WKHQ�VWDLQHG�WKHP�ZLWK��������+RHVFKW�LQ�3%6�RYHUQLJKW��:H�XVHG�D�
�0ROHFXODU�'HYLFH¶V�,PDJH;SUHVV�0LFUR�;/6�:LGHILHOG�+LJK�&RQWHQW�$QDO\VLV�6\VWHP�WR�LPDJH�HDFK�SODWH�DW�
���;��:H�WRRN���LPDJHV��HDFK�DW�WKH�KHLJKW�GHWHUPLQHG�E\�WKH�DXWRIRFXV�VRIWZDUH��SHU�ZHOO��

�:H�WKHQ�TXDQWLILHG�WKH�HIIHFW�RI�HDFK�GUXJ�RQ�F\VW�VL]H�XVLQJ�FXVWRP�0$7/$%�VFULSWV��)LUVW��ZH�FRPELQHG�WKH�
�WKUHH�LPDJH�FKDQQHOV��:H�WKHQ�*DXVVLDQ�ILOWHUHG�WKH�LPDJH�DQG�ELQDUL]HG�LW�XVLQJ�2WVX¶V�PHWKRG��:H�WKHQ�
�REWDLQHG�WKH�ERXQGDU\�RI�F\VWV�E\�REWDLQLQJ�WKH�ERXQGDU\�RI�DOO�REMHFWV�LQ�WKH�ELQDU\�LPDJH�WKDW�ZHUH�ELJJHU�
�WKDQ����SL[HOV�DQG�VPDOOHU�WKDQ������SL[HOV��:H�FDOFXODWHG�WKH�DUHD�RI�HDFK�F\VW�XVLQJ�0$7/$%¶V�UHJLRQSURSV�
�IXQFWLRQ��:H�WKHQ�FDOFXODWHG�WKH�DYHUDJH�IROG�FKDQJH�LQ�F\VW�DUHD�IRU�HDFK�GUXJ�E\�GLYLGLQJ�WKH�DYHUDJH�F\VW�
�DUHD�IRU�WKH�GUXJ�E\�WKH�DYHUDJH�F\VW�DUHD�IRU�DOO�FRQWURO�F\VW�IURP�WKH�VDPH�SODWH��:H�VLPLODUO\�FDOFXODWH�WKH�
�]�VFRUH�IRU�HDFK�GUXJ��

�7R�LGHQWLI\�KLWV�WKDW�PDGH�WKH�F\VWV�ODUJHU��ZH�IRXQG�GUXJV�LQ�FRPPRQ�EHWZHHQ�WKH�OLVW�RI�WRS�����GUXJV�E\�IROG�
�FKDQJH�DQG�WKH�OLVW�RI�WRS�����GUXJV�E\�F\VW�DUHD��7R�LGHQWLI\�KLWV�WKDW�PDGH�WKH�F\VW�VPDOOHU��ZH�IRXQG�GUXJV�LQ�
�FRPPRQ�EHWZHHQ�WKH�OLVW�RI�ERWK�����GUXJV�E\�IROG�FKDQFH�DQG�WKH�OLVW�RI�ERWWRP�����GUXJV�E\�F\VW�DUHD��

�0'&.�&\VW�3HUWXUEDWLRQ�([SHULPHQWV�

�0'&.�F\VWV�ZHUH�FXOWXUHG�XVLQJ�WKH�DERYH�WHFKQLTXH�ZLWK�WKH�IROORZLQJ�H[FHSWLRQV��)RU�GUXJ�SHUWXUEDWLRQV��
�F\VWV�ZHUH�FXOWXUHG�LQ�PHGLD�FRQWDLQLQJ�GUXJ�WKURXJKRXW�WKHLU�HQWLUH�JURZWK��6XSS��7DEOH�����0HGLD�ZDV�
�UHSODFHG�HYHU\�RWKHU�GD\��)RU�WKH�KLJK�FHOO�GHQVLW\�SHUWXUEDWLRQ��WKH�F\VWV�ZHUH�SODWHG�IURP�D�FHOO�0DWULJHO�
�VXVSHQVLRQ�FRQWDLQLQJ���������FHOOV�P/��)RU�WKH�����0DWULJHO�SHUWXUEDWLRQ��D�VROXWLRQ�RI�����0DWULJHO�GLOXWHG�
�ZLWK�0'&.�PHGLD�ZDV�XVHG�WR�ERWK�FRDW�WKH�SODWH�DQG�FXOWXUH�WKH�F\VWV��&\VWV�ZHUH�IL[HG�DQG�LPDJHG�RQ�WKH�
��WK�GD\�XVLQJ�WKH�SURWRFROV�GHVFULEHG�DERYH��1RWH�WKDW�LQ�WKH�GUXJ�VFUHHQ�WKH�F\VWV�ZHUH�IL[HG�RQ�WKH��WK�GD\�
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�FRQFHSWLRQ�RI�WKH�SURMHFW��$5�FRQFHLYHG�RI�WKH�SURMHFW��SURYLGHG�JXLGDQFH�LQ�GDWD�DQDO\VLV��DQG�ZURWH�WKH�
�SDSHU��

�&RPSHWLQJ�,QWHUHVWV�

�$5�UHFHLYHV�UR\DOWLHV�UHODWHG�WR�6WHOODULV�51$�),6+�SUREHV��$OO�RWKHU�DXWKRUV�GHFODUH�QR�FRPSHWLQJ�LQWHUHVWV��

����

.CC-BY 4.0 International licenseavailable under a
(which was not certified by peer review) is the author/funder, who has granted bioRxiv a license to display the preprint in perpetuity. It is made 

The copyright holder for this preprintthis version posted February 14, 2022. ; https://doi.org/10.1101/2021.01.08.425947doi: bioRxiv preprint 

https://github.com/arjunrajlaboratory/organoids2
https://github.com/arjunrajlaboratory/rajlabimagetools
https://www.dropbox.com/sh/f2hq7n49nwkjjba/AABDe7hVJvisaGKF7t4hsZEha?dl=0
https://personal.sron.nl/~pault/
https://doi.org/10.1101/2021.01.08.425947
http://creativecommons.org/licenses/by/4.0/


�5HIHUHQFHV�
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Quantities Measured

cyst volume
mean lumen volume
mean nuclear volume
standard deviation nuclear volume

mean cell volume

lumen fraction of cyst volume
nuclear fraction of cyst volume

cyst surface area
mean lumen surface area
mean nuclear surface area
standard deviation nuclear surface area

cyst XY radius
mean lumen XY radius
mean nuclear XY radius
standard deviation nuclear XY radius

cyst Z radius
mean lumen Z radius
mean nuclear Z radius
standard deviation nuclear Z radius

cyst Z radius:XY radius
mean lumen Z radius:XY radius
mean nuclear Z radius:XY radius
standard deviation nuclear Z radius:XY radius

cyst 3D radius standard deviation
cyst 3D radius coefficient of variation

cyst solidity
mean lumen solidity
mean nuclear solidity
standard deviation nuclear solidity

external cell height

cyst eccentricity
mean lumen eccentricity
mean nuclear eccentricity
standard deviation nuclear eccentricity

mean external cell width
standard deviation external cell width

cyst major axis
mean lumen major axis
mean nuclear major axis
standard deviation nuclear major axis

cyst major:minor axis
mean lumen major:minor axis
mean nuclear major:minor axis
standard deviation nuclear major:minor axis

number of lumens
number of nuclei
number of internal nuclei
number of external nuclei

density of lumens
density of nuclei

cyst minor axis
mean lumen minor axis
mean nuclear minor axis
standard deviation nuclear minor axis

Method

1. Calculate the number of voxels inside the object.
2. Multiply by the voxel volume.

1. Subtract the volume of all lumens from the cyst volume. 
2. Divide by the number of nuclei. 

1. Sum the volume of all lumens/nuclei.
2. Divide by the cyst volume. 

1. Use MATLAB’s regionprops function to calculate the perimeter of 
the object on each image slice.
2. Sum the perimeters over all image slices.
3. Multiply by the size of the voxel in XY and the size of the voxel in Z. 

1. Calculate the image slice where the object has the largest area.
2. Calculate the center of the object on this slice.
3. Measure the distance between all boundary points (on this slice) 
and the center.
4. Take the mean. 

1. Calculate the maximum z coordinate of the object. 
2. Subtract the minimum z coordinate of the object.

1. Divide the Z radius by the XY radius.

1. Calculate the image slice where the object has the largest area.
2. Calculate the center of the object on this slice.
3. Measure the distance between all boundary points (on this slice) and 
the center.
4. Take the standard deviation or coefficient of variation.

1. Use MATLAB’s regionprops function to calculate the solidity of the 3D 
object.

1. For every cyst coordiante, calculate the distance to the nearest 
lumen coordinate.
2. Take the mean. 

1. Calculate the image slice where the object has the largest area. 
2. Use MATLAB’s regionprops function to calculate the eccentricity of 
the object on that slice.

1. Calculate the center of each nucleus.
2. For each nucleus, calculate the distance to the nearest nucleus 
center. 

1. Calculate the image slice where the object has the largest area.
2. Use MATLAB’s regionprops function to calculate the major axis of the 
object on that slice. 
3. Divide by 2. 
4. Multiply by the size of the voxel in XY.

1. Divide the major axis by the minor axis.

1. Count the number of objects.

1. Divide the number of objects by the cyst volume.

1. Calculate the image slice where the object has the largest area.
2. Use MATLAB’s regionprops function to calculate the minor axis of the 
object on that slice. 
3. Divide by 2. 
4. Multiply by the size of the voxel in XY.

Supplemental Table 1 
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Drug Concentrations

selinexor ���
�����ç.

lapatinib ��
����
�����O.

givinostat ����ç.

PI-103 ���
�����ç.

idelalisib �
���
����ç.

mardepodect ���
�����ç.

sumatriptan succinate ���
����
�����ç.

Aurora A Inhibitor I ���
����
�����ç.

orantinib ���
����
�����ç.

HGF 5, 20 ng/mL

Supplemental Table 2 

NSC23766 ���ç.

blebbistatin ���çϷ

Y-27632 ���ç.
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Drug
Selleckchem
Catalog Number Target(s)

� Indicates used for follow-up analysis

PI3K/AKT/mTOR
A66 S2636 PI3K
CZC24832 S7018 PI3K
NU7026 S2893 DNA-PK

� PI-103 S1038 PI3K,Autophagy,DNA-PK,mTOR
PP242 S2218 mTOR,Autophagy
YM201636 S1219 PI3K
CCT128930 S2635 Akt
MK-2206 2HCl S1078 Akt

DNA Damage
Caffeic Acid Phenethyl Ester S7414 NF-kB
VE-822 S7102 ATM/ATR
Capecitabine S1156 DNA/RNA Synthesis
Costunolide S1319 Telomerase

Aurora Kinase
� Aurora A Inhibitor I S1451 Aurora Kinase

CCT137690 S2744 Aurora Kinase
CYC116 S1171 Aurora Kinase,VEGFR

Bcr-Abl
DCC-2036 (Rebastinib) S2634 Bcr-Abl
GZD824 S7194 Bcr-Abl
Nilotinib (AMN-107) S1033 Bcr-Abl

CDK
AT7519 S1524 CDK
MK-8776 (SCH 900776) S2735 CDK,Chk
Palbociclib (PD-0332991) HCl S1116 CDK

RAF/MEK/ERK
AZ 628 S2746 Raf
GW5074 S2872 Raf
SB590885 S2220 Raf

Adrenergic Receptor
Clorprenaline HCl S4135 Beta2 receptor
Xylazine HCl S2516 Adrenergic Receptor

Histamine
Cimetidine S1845 Histamine Receptor
Ketotifen Fumarate S2024 Histamine Receptor

JAK
CYT387 S2219 JAK
Ruxolitinib (INCB018424) S1378 JAK

PDE
� PF-2545920 S2687 PDE

Pentoxifylline S4345 PDE

Supplemental Table 3
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Serotonin
� Sumatriptan Succinate S1432 5-HT Receptor

Trazodone HCl S2582 5-HT Receptor

Src
Bosutinib (SKI-606) S1014 Src
PP1 S7060 Src

Unique Targets
Glipizide S1715 Potassium channels
Amfenac Sodium Monohydrate S4149 COX
Ferulic Acid S2300
Formononetin S2299
Meprednisone S1689 glucocorticoid
Mometasone furoate S1987 corticosteroid
Penicillin G Sodium S4160 antibiotic
Rifaximin S1790 RNA polymerase
Thiamet G S7213 O-GlcNAcase
Triamcinolone Acetonide S1628 corticosteroid
VGX-1027 S7515 TLR4
(-)-Blebbistatin S7099 ATPase
Cyclopamine S1146 Hedgehog
DMXAA (Vadimezan) S1537 VDA
Dexamethasone acetate S3124 interleukin receptor
Fasudil (HA-1077) HCl S1573 ROCK,Autophagy
Fingolimod (FTY720) HCl S5002 S1P Receptor
GDC-0152 S7010 IAP
GSK3787 S8025 PPAR
GW788388 S2750 TGF-beta/Smad
Griseofulvin S4071 Microtubule Associated
Indirubin S2386 GSK-3
Isradipine S1662 Calcium Channel
Mifepristone S2606 Estrogen/progestogen Receptor
Mubritinib (TAK 165) S2216 HER2
AG-1024 S1234 IGF-1R
PHA-665752 S1070 c-Met
PX-478 2HCl S7612 HIF
SB216763 S1075 GSK-3
SKLB1002 S7258 VEGFR
Sitaxentan sodium S3034 Endothelin Receptor
Sotrastaurin S2791 PKC
Thioguanine S1774 DNMT1
VX-745 S1458 p38 MAPK
Thiamine HCl (Vitamin B1) S3211 Vitamin B
Disodium Cromoglycate S1911 antiallergic drug

/PO�4QFDJmD�5BSHFUT
Cabozantinib (XL184, BMS-907351) S1119 FLT3,Tie-2,c-Kit,c-Met,VEGFR,Axl
Dovitinib (TKI-258, CHIR-258) S1018 FGFR,FLT3,c-Kit,VEGFR,PDGFR
Golvatinib (E7050) S2859 VEGFR,c-Met
NVP-BHG712 S2202 Raf,Src,Bcr-Abl,VEGFR,Ephrin receptor
Ponatinib (AP24534) S1490 PDGFR,FGFR,VEGFR,Bcr-Abl
TG101209 S2692 JAK,FLT3,c-RET
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Drug
Selleckchem
Catalog Number Target(s)

� Indicates used for follow-up analysis

EGFR/HER2
AEE788 (NVP-AEE788) S1486 HER2,VEGFR,EGFR
AZD8931 (Sapitinib) S2192 HER2,EGFR
Afatinib (BIBW2992) S1011 EGFR,HER2
Canertinib (CI-1033) S1019 EGFR,HER2
Dacomitinib (PF299804, PF299) S2727 EGFR
(FmUJOJC�	;%����
 S1025 EGFR

� Lapatinib (GW-572016) Ditosylate S1028 HER2,EGFR
Neratinib (HKI-272) S2150 HER2,EGFR
Pelitinib (EKB-569) S1392 EGFR

HDAC
AR-42 S2244 HDAC
Belinostat (PXD101) S1085 HDAC
Entinostat (MS-275) S1053 HDAC

� Givinostat (ITF2357) S2170 HDAC
M344 S2779 HDAC
Mocetinostat (MGCD0103) S1122 HDAC
PCI-24781 (Abexinostat) S1090 HDAC
Pracinostat (SB939) S1515 HDAC
Scriptaid S8043 HDAC

PI3K/AKT/mTOR
AZD8055 S1555 mTOR
Everolimus (RAD001) S1120 mTOR
GDC-0980 (RG7422) S2696 mTOR,PI3K
WYE-125132 (WYE-132) S2661 mTOR
GSK2126458 (GSK458) S2658 PI3K,mTOR
INK 128 (MLN0128) S2811 mTOR
Torin 2 S2817 ATM/ATR,mTOR

Aurora Kinase
AMG-900 S2719 Aurora Kinase
Barasertib (AZD1152-HQPA) S1147 Aurora Kinase
GSK1070916 S2740 Aurora Kinase
Hesperadin S1529 Aurora Kinase
PF-03814735 S2725 Aurora Kinase, FAK
SNS-314 Mesylate S1154 Aurora Kinase

Topoisomerase
Idarubicin HCl S1228 Topoisomerase
SN-38 S4908 Topoisomerase
Topotecan HCl S1231 Topoisomerase
Camptothecin S1288 Topoisomerase
Mitoxantrone HCl S2485 Topoisomerase
Teniposide S1787 Topoisomerase

RAF/MEK/ERK
AZD8330 S2134 MEK
PD0325901 S1036 MEK
Pimasertib (AS-703026) S1475 MEK

Supplemental Table 4
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TAK-733 S2617 MEK
Trametinib (GSK1120212) S2673 MEK

CRM1
KPT-185 S7125 CRM1
KPT-276 S7251 CRM1

� KPT-330 S7252 CRM1

Epigenetic Reader Domain
(+)-JQ1 S7110 Epigenetic Reader Domain
CPI-203 S7304 Epigenetic Reader Domain
GSK1324726A (I-BET726) S7620 Epigenetic Reader Domain

Microtubule Associated
Vinblastine S1248 Microtubule Associated
Nocodazole S2775 Microtubule Associated,Autophagy
Fosbretabulin Disodium S7204 Microtubule Associated,Autophagy

CDK
Flavopiridol HCl S2679 CDK
PHA-793887 S1487 CDK

DHFR
Pralatrexate S1497 DHFR
Methotrexate S1210 DHFR

Unique Targets
LB42708 S7467 Ftase
MPI-0479605 S7488 Kinesin
NSC697923 S7142 E2
ONX-0914 (PR-957) S7172 Proteasome
OTX015 S7360 BET
Olanzapine S2493 5-HT Receptor,Dopamine Receptor
Oligomycin A S1478 ATPase
RG108 S2821 Transferase,DNA Methyltransferase
Raltitrexed S1192 DNA/RNA Synthesis
3PnVNJMBTU S2131 PDE
Volasertib (BI 6727) S2235 PLK
Tipifarnib S1453 Transferase
Erastin S7242 Ferroptosis
A-769662 S2697 AMPK
BIIB021 S1175 HSP (e.g. HSP90)
BMN 673 S7048 PARP
Cephalomannine S2408 Taxol
Evodiamine S2382
Flubendazole S1837 antihelminic
Y-320 S7516
Guanethidine Sulfate S4328
Nanchangmycin S1450
Acetanilide S2538

/PO�4QFDJmD�5BSHFUT
AT9283 S1134 JAK,Aurora Kinase,Bcr-Abl
Danusertib (PHA-739358) S1107 c-RET,FGFR,Bcr-Abl,Aurora Kinase
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Supplemental Figure 5
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Supplemental Figure 6
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Supplemental Figure 7
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Supplemental Figure 8
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Supplemental Figure 9
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Supplemental Figure 10
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PCA sparse PCA

Supplemental Figure 11
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MDCK cysts, 7-11 days MDCK cysts, 3-17 days

Supplemental Figure 13
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Supplemental Figure 16
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Supplemental Figure 19
A

¦��

�

��

1$
��
�T
DP

SF

OP
OF

NB
SEF

QP
EF
DU

TV
N�
�TV
DD
�

"V
SPS
B�"

�*O
IJC
JUP
S�*

HJW
JOP
TUB
U

JEF
MBMJ
TJC

PSB
UJO
JC

DM
SO

MBQ
BUJ
OJC

1*¦
��
�

¦��

�

��

1$
��
�T
DP

SF

ESVH
DIBOHFT�
POMZ�1$��

ESVH
DIBOHFT�
POMZ�1$��

ESVH
DIBOHFT�
CPUI�1$T

.CC-BY 4.0 International licenseavailable under a
(which was not certified by peer review) is the author/funder, who has granted bioRxiv a license to display the preprint in perpetuity. It is made 

The copyright holder for this preprintthis version posted February 14, 2022. ; https://doi.org/10.1101/2021.01.08.425947doi: bioRxiv preprint 

https://doi.org/10.1101/2021.01.08.425947
http://creativecommons.org/licenses/by/4.0/


�6XSSOHPHQWDO�)LJXUH�����3HUWXUEDWLRQV�FDQ�VKLIW�0'&.�F\VWV�DORQJ�PRUH�WKDQ�RQH�
�SULQFLSDO�FRPSRQHQW��
�$���6FRUHV�RI�0'&.�F\VWV��RI�YDULRXV�SHUWXUEDWLRQV���ZKHQ�SURMHFWHG�LQWR�3&�VSDFH�FDOFXODWHG�
�XVLQJ�XQSHUWXUEHG�0'&.�F\VWV��

.CC-BY 4.0 International licenseavailable under a
(which was not certified by peer review) is the author/funder, who has granted bioRxiv a license to display the preprint in perpetuity. It is made 

The copyright holder for this preprintthis version posted February 14, 2022. ; https://doi.org/10.1101/2021.01.08.425947doi: bioRxiv preprint 

https://doi.org/10.1101/2021.01.08.425947
http://creativecommons.org/licenses/by/4.0/


Supplemental Figure 20
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