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$V� SULYDWH� HTXLW\� EHFRPHV� D�PRUH� VLJQLÀFDQW� VRXUFH� RI�
ÀQDQFLQJ�LQ�HPHUJLQJ�FDSLWDO�PDUNHWV��SDUWLFXODUO\� LQ�VHF-
WRUV�ZLWK�ORQJ�WHUP�UHWXUQ�KRUL]RQV�VXFK�DV�LQIUDVWUXFWXUH��
KHDOWK��ÀQDQFH�DQG�HGXFDWLRQ��SULYDWH�HTXLW\�VSRQVRUV�DUH�
LQFUHDVLQJO\�VHHNLQJ�HYHUJUHHQ�LQYHVWPHQW�DOWHUQDWLYHV�WR�WKH�
WHUP�OLPLWHG�FORVHG�HQG�SULYDWH�HTXLW\�IXQG��7KHVH�HYHUJUHHQ�
DOWHUQDWLYHV�W\SLFDOO\�WDNH�RQH�RI�WZR�IRUPV���L��DQ�LQYHVWPHQW�
KROGLQJ�FRPSDQ\�RU��LL��D�VXEVHTXHQW�VXEVFULSWLRQ�WUDQFKH�
FRPELQHG�ZLWK�D�UH�RSHQLQJ�RI�D�VHFRQG�LQYHVWPHQW�SHULRG�
DQG�ORQJ�WHUP�H[WHQVLRQ�RI�D�IXQG�HQWLW\��

The Investment Holding  
Company Model
7KH�HVWDEOLVKPHQW�RI�DQ�LQYHVWPHQW�KROGLQJ�FRPSDQ\�ZLWK�
XQOLPLWHG�OLIH�HQDEOHV�SULYDWH�HTXLW\�VSRQVRUV�WR�UDLVH�FDSLWDO�
DEVHQW��L��WLPH�FRQVWUDLQWV�RQ�IXQGUDLVLQJ�DQG��LL��DUWLÀFLDO�
OLPLWV�RQ�SRUWIROLR�FRPSDQ\�GHYHORSPHQW�DQG�WKH�KDUYHVWLQJ�
RI�YDOXH��)XQGV�FDQ�EH�UDLVHG�DW�DQ\�WLPH�GXULQJ�WKH�OLIH�RI�WKH�
LQYHVWPHQW�KROGLQJ�FRPSDQ\�YLD�WKH�IXOO�UDQJH�RI�FRUSRUDWH�
FDSLWDO� LQFUHDVH�PHFKDQLVPV��7KLV�PHDQV�WKDW� WKHUH� LV�QR�
UXVK�WR�IXQGUDLVH�GXULQJ�D�UHVWULFWHG�SHULRG�RI�WLPH�H[SLULQJ�
RQ�D�ÀQDO�FORVLQJ�GDWH��$V�VXFK��WKH�WLPH�DQG�HIIRUW�RI�WKH�
LQYHVWPHQW�DGYLVRU�WHDP�FDQ�EH�VSHQW�RQ�ZKDW�PDQ\�VXFK�
LQYHVWPHQW�SURIHVVLRQDOV�SUHIHU�GRLQJ�DQG�GR�EHVW�²�GHDO�
PDNLQJ��WKH�WUXH�YDOXH�DGG�RI�WKH�SULYDWH�HTXLW\�PRGHO��,Q�WKH�
LQYHVWPHQW�KROGLQJ�FRPSDQ\�PRGHO��IXQG�UDLVLQJ�QHHG�QRW�
EH�DQ�H[KDXVWLYH��FRQFHQWUDWHG�SXVK�DQG�IXUWKHU��WKHUH�LV�QR�
UHTXLUHPHQW�WR�UHSHDW�VXFK�LQWHQVLYH�IXQG�UDLVLQJ�F\FOHV�HYHU\�
IHZ�\HDUV�DV�LV�WKH�KDOOPDUN�RI�WKH�W\SLFDO�SULYDWH�HTXLW\�IXQG��

:KHQ�KHOG�E\�DQ�HYHUJUHHQ�LQYHVWPHQW�KROGLQJ�FRPSDQ\��
SRUWIROLR�FRPSDQLHV�FDQ�EH�H[LWHG�DV�DQG�ZKHQ�SRUWIROLR�
LQYHVWPHQWV�DUH�ULSH��7KLV�LV�D�VKDUS�FRQWUDVW�WR�WKH�SULYDWH�
HTXLW\� LQYHVWPHQW� IXQG�ZLWK� LWV� WLPH�OLPLWHG�H[LW�SHULRG��
(YHQ�ZKHUH�FORVHG�HQG�IXQG�WHUPV�DUH�HVSHFLDOO\�ORQJ��DV�LQ�
H�J��LQIUDVWUXFWXUH�IXQGV�ZKLFK�PD\�H[WHQG�DV�ORQJ�DV�ÀIWHHQ�
\HDUV��D�WHUP�OLPLWDWLRQ�QRQHWKHOHVV�FDQ�IRUFH�HDUO\�H[LWV�DQG�
TXDVL�ÀUH�VDOHV�

7KH� NH\� WR� PDNLQJ� WKH� LQYHVWPHQW� KROGLQJ� FRPSDQ\�
PRGHO� ZRUN� LV� EXLOGLQJ� LQ� VXIÀFLHQW� OLTXLGLW\� IRU� LQYHV-
WRUV��:KHUHDV� LQYHVWRUV� LQ�SULYDWH� HTXLW\� IXQGV�PD\� UHO\�
RQ�D�WLPH�OLPLWHG�H[LW�SHULRG�DQG�HYHQ�IXQG�OLTXLGDWLRQ�WR�
IRUFH�ÀQDO�SD\�RXWV�� LQYHVWRUV� LQ�DQ� LQYHVWPHQW�FRPSDQ\�
PXVW�UHO\�RQ�D�ÁRZ�RI�GLYLGHQGV�RU�UHGHPSWLRQV�RYHU�WKH� 
 

LQGHÀQLWH� LQYHVWPHQW� KROGLQJ� FRPSDQ\� WHUP�� +RZHYHU��
ZKHUH�SRUWIROLR�LQYHVWPHQWV�DUH�LQ�VHFWRUV�ZLWK�XQGHUO\LQJ�
YDOXH�GHULYHG�SUHGRPLQDQWO\�IURP�FXUUHQW� LQFRPH�VXFK�DV�
LQIUDVWUXFWXUH��ÀQDQFH��KHDOWKFDUH�DQG�HGXFDWLRQ�RU�HYHQ��LQ�
VRPH�FLUFXPVWDQFHV��UHDO�HVWDWH��WKHUH�LV�D�QDWXUDO�EDFN�WR�
EDFN�OLTXLGLW\�WKDW�FRQYHQLHQWO\�DFFRPPRGDWHV�WKH�OLTXLGLW\�
UHTXLUHPHQWV�RI�DQ�LQYHVWPHQW�KROGLQJ�FRPSDQ\��

7KH�W\SLFDO�FORVHG�HQG�SULYDWH�HTXLW\�IXQG�SURYLGHV� LQYHV-
WRUV�ZLWK�D�EXLOW�LQ�H[LW�XSRQ�IXQG�OLTXLGDWLRQ��,Q�FRQWUDVW��
LQYHVWPHQW�KROGLQJ�FRPSDQLHV�PXVW�VHHN�SHUPDQHQW�H[LW�
RSSRUWXQLWLHV�IRU�WKHLU�LQYHVWRUV�E\�RWKHU�PHDQV��,QYHVWPHQW�
KROGLQJ�FRPSDQLHV�VXFK�DV�%UDLW�KDYH�VXFFHVVIXOO\�DFKLHYHG�
OLTXLGLW\�IRU�LQYHVWRUV�WKURXJK�OLVWLQJV�RQ�WKH�6RXWK�$IULFDQ�
VWRFN�H[FKDQJH��IRU�H[DPSOH��2WKHU�LQYHVWPHQW�KROGLQJ�FRP-
SDQLHV� LGHQWLI\� OLTXLGLW\�RSWLRQV�IRU� LQYHVWRUV�YLD�SULYDWHO\�
QHJRWLDWHG� VHFRQGDULHV� WUDQVDFWLRQV³IDFLOLWDWHG� E\� WKH�
UHFHQW�UDSLG�JURZWK�LQ�VFDOH�DQG�VRSKLVWLFDWLRQ�RI�VHFRQG-
DU\�PDUNHWV�

'HSHQGLQJ�RQ�KRZ�VWUXFWXUHG��WKH�LQYHVWPHQW�KROGLQJ�FRP-
SDQ\�PRGHO�DOVR�RIIHUV�SRWHQWLDO�DOWHUQDWLYHV�WR�LQYHVWPHQW�
DGYLVRU�UHJXODWRU\�VWDWXV��7KLV�LV�EHFDXVH�LQ�FRQWUDVW�WR�WKH�
W\SLFDO�SULYDWH�HTXLW\�FORVHG�HQG�IXQG�ZLWK�D�PDQDJHU�SUR-
YLGLQJ�LQYHVWPHQW�DGYLFH�UHJDUGLQJ�WKH�SXUFKDVH�DQG�VDOH�RI�
VHFXULWLHV�WR�D�WKLUG�SDUW\�IXQG�HQWLW\�IRU�FRPSHQVDWLRQ��LI�
VWUXFWXUHG�DV�D�MRLQW�YHQWXUH�ZLWK�WUXH�PDQDJHPHQW�VKDULQJ��
WKH� LQYHVWPHQW�KROGLQJ�FRPSDQ\�PD\�QRW�EH�FDSWXUHG�E\�

“The key to making the 
investment holding company 
model work is building in 
VXƫFLHQW�OLTXLGLW\�IRU�LQYHVWRUV��
Whereas investors in private 
HTXLW\�IXQGV�PD\�UHO\�RQ�D�WLPH�
OLPLWHG�H[LW�SHULRG�DQG�HYHQ�IXQG�
OLTXLGDWLRQ�WR�IRUFH�ƩQDO�SD\�
outs, investors in an investment 
FRPSDQ\�PXVW�UHO\�RQ�D�ƪRZ�RI�
dividends or redemptions over 
WKH�LQGHƩQLWH�LQYHVWPHQW�KROGLQJ�
FRPSDQ\�WHUP��
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UHJXODWLRQV�VXFK�DV�WKH�8�6��,QYHVWPHQW�$GYLVHUV�$FW�RU�WKH�
(XURSHDQ�$OWHUQDWLYH�,QYHVWPHQW�)XQG�0DQDJHUV�'LUHFWLYH�
�$,)0'��UHJLPH��6XFK�UHJXODWRU\�LVVXHV�PXVW�EH�FRQVLGHUHG�
FDUHIXOO\�RQ�D�FDVH�E\�FDVH�EDVLV��KRZHYHU��DQG�ZHLJKHG�
DJDLQVW� WKH� ORVV� RI� OLPLWHG� OLDELOLW\� WKDW� DFFHSWDQFH� RI� D�
PDQDJHPHQW�UROH�LPSOLHV��7KH�LQYHVWPHQW�KROGLQJ�FRPSDQ\�
PRGHO�SHUPLWV�WKH�ÁH[LELOLW\�WR�EDODQFH�VXFK�UHJXODWRU\�DQG�
OLPLWHG�OLDELOLW\�FRQFHUQV�WR�VXLW�WKH�IDFWV��FLUFXPVWDQFHV�DQG�
ULVN�SURÀOHV�RI�WKH�VSRQVRUV�DQG�LQYHVWRUV�LQYROYHG��
 

7KH�6XEVHTXHQW�6XEVFULSWLRQ�
7UDQFKH�DQG�5H�2SHQHG�,QYHVWPHQW�
Period Model (the “SST Model”)
7KH�667�0RGHO� LQYROYHV�WKH�UH�RSHQLQJ�DQG�UHLWHUDWLRQ�RI�
WKH�FXVWRPDU\�SULYDWH�HTXLW\� IXQG�VWUXFWXUH� WR�DFKLHYH�D�
ORQJHU�WHUP��DQG�HYHQ��LI�UH�RSHQHG�IRU�PXOWLSOH�WUDQFKHV��DQ�
HYHUJUHHQ�WLPH�KRUL]RQ��7KH�667�0RGHO�W\SLFDOO\�WDNHV�RQH�RI�
WZR�VXE�IRUPV���L��D�VHFRQG�VXEVFULSWLRQ�WUDQFKH�DW�WKH�HQG�
RI�WKH�RULJLQDO�WHUP�RI�D�IXQG�SXUVXDQW�WR�ZKLFK�VXEVHTXHQW�
LQYHVWRUV�WDNH�D�SRUWLRQ�RI�DQ\�H[LVWLQJ�IXQG�LQYHVWPHQWV�
DQG�LQLWLDO�LQYHVWRUV�UHPDLQ�LQ�WKH�UH�RSHQHG�DQG�UHLWHUDWHG�
IXQG��RU��LL��D�VHFRQG�VXEVFULSWLRQ�WUDQFKH�DW�WKH�HQG�RI�WKH�
RULJLQDO�WHUP�RI�D�IXQG�SXUVXDQW�WR�ZKLFK�VXEVHTXHQW�LQYHV-
WRUV�VXEVFULEH�WR�WKH�UH�RSHQHG�IXQG�ZLWK�WKH�RSWLRQ�RQO\�
RI�LQYHVWLQJ�LQ�QHZ�SRUWIROLR�LQYHVWPHQWV�FRPELQHG�ZLWK�DQ�
RIIHU�WR�RULJLQDO�LQYHVWRUV�WR�ZLWKGUDZ�RU�UH�FRPPLW��

667�0RGHOV��JHQHUDOO\��UHTXLUH�XQDQLPRXV�FRQVHQW�RI�H[LVW-
LQJ�LQYHVWRUV�WR�RSHQ�XS�D�VHFRQG�VXEVFULSWLRQ�WUDQFKH�DW�
WKH�HQG�RI�WKH�WHUP�RI�WKH�RULJLQDO�IXQG��)XUWKHU��LI�VHFRQG�
WUDQFKH� LQYHVWRUV� DUH� RIIHUHG� D� SRUWLRQ� RI� H[LVWLQJ� IXQG�
LQYHVWPHQWV�WKHQ�RULJLQDO� LQYHVWRUV�PXVW�JHW�FRPIRUWDEOH�
ZLWK�FRPSOLFDWHG�WUXH�XS�FDOFXODWLRQV�UHTXLUHG�WR�DOORFDWH�
WR�VXEVHTXHQW�LQYHVWRUV�WKHLU�SURSRUWLRQDWH�VKDUH�RI�H[LVW-
LQJ� LQYHVWPHQWV��6XFK�WUXH�XS�FDOFXODWLRQV�PXVW�WDNH� LQWR�
DFFRXQW��DPRQJ�RWKHU�WKLQJV��WKH�WLPH�YDOXH�RI�PRQH\�DV�
ZHOO�DV�WKH�EHQHÀW�RI�KLQGVLJKW�DQG�ODFN�RI�EOLQG�SRRO�ULVN�
DFFRUGHG�VXEVHTXHQW� LQYHVWRUV��6HFRQG�WUDQFKH� LQYHVWRUV�
PXVW�ZHLJK�WKH�EHQHÀW�RI�NQRZLQJ�WKH�YDOXH�RI�H[LVWLQJ�
LQYHVWPHQWV��LI�DOORFDWHG�WR�WKHP��DQG�WKH�VLJQLÀFDQW�UHGXF-
WLRQ�LQ�FORVLQJ�FRVWV�DVVRFLDWHG�ZLWK�WKH�667�0RGHOV�DJDLQVW�
WKH� OLDELOLWLHV�DQG� ULVNV�RI� VXEVFULELQJ� WR�D�YHKLFOH� WKDW� LV�
QHLWKHU�QHZ�QRU�XQHQFXPEHUHG��

Conclusion
7KH�WHUP�OLPLWHG�FORVHG�HQG�SULYDWH�HTXLW\�IXQG��ZLWK� LWV�
EXLOW� LQ�H[LW�PHFKDQLVPV�DQG�OLPLWHG�LQYHVWRU� OLDELOLW\��ZLOO�
GHVHUYHGO\�FRQWLQXH�DV�D�À[WXUH�RI�HPHUJLQJ�FDSLWDO�PDUNHWV��
+RZHYHU��ZLWKRXW�XQGHUHVWLPDWLQJ�WKH�FKDOOHQJHV�RI�LGHQWL-
I\LQJ�VXIÀFLHQW�OLTXLGLW\�DQG�WKH�DVVXPSWLRQ�RI�PDQDJHULDO�
OLDELOLW\�FKDUDFWHULVWLF�RI�WKH� LQYHVWPHQW�KROGLQJ�FRPSDQ\�
PRGHO�RU�WKH�FRPSOH[LWLHV�DQG�WUDGH�RIIV�RI�WUXH�XS�FDOFXOD-
WLRQV�DQG�WKH�HQFXPEUDQFH�WDLQW�RI�WKH�667�PRGHO��VXFK�QHZ�
PRGHOV�DQG�WKHLU�FDOFXODWHG�FKDOOHQJHV�FDQ�DQG�LQFUHDVLQJO\�
DUH�EHLQJ�HPEUDFHG�E\�LQYHVWRUV�DV�SUDFWLFDO�DQG�FRVW�HIIHF-
WLYH�HYHUJUHHQ�DOWHUQDWLYHV�WR�PRYH�SULYDWH�HTXLW\�LQYHVWPHQW�
LQ�HPHUJLQJ�PDUNHWV�IRUZDUG��

“���LI�VHFRQG�WUDQFKH�LQYHVWRUV�
DUH�RƨHUHG�D�SRUWLRQ�RI�
H[LVWLQJ�IXQG�LQYHVWPHQWV�WKHQ�
original investors must get 
FRPIRUWDEOH�ZLWK�FRPSOLFDWHG�
WUXH�XS�FDOFXODWLRQV�UHTXLUHG�
WR�DOORFDWH�WR�VXEVHTXHQW�
investors their proportionate 
VKDUH�RI�H[LVWLQJ�LQYHVWPHQWV�
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