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,QWURGXFWLRQ

� 7KH�GULYLQJ�HOHPHQWV�RI�HFRQRPLF�DFWLYLW\��FDSLWDO�PDUNHWV��WHFKQLFDO�LQQRYDWLRQ�

FRUSRUDWH�RUJDQLVDWLRQ��DQG�WUHQGV�LQ�FRQVXPHU�GHPDQG��DUH�LQFUHDVLQJO\�FURVVLQJ

QDWLRQDO�ERXQGDULHV�DV�JRYHUQPHQWV��VRFLHWLHV��ILUPV�DQG�LQGLYLGXDOV�VWULYH�WR

PD[LPLVH�WKH�DGYDQWDJHV�SUHVHQWHG�WR�WKHP�E\�HFRQRPLF�LQWHJUDWLRQ���7KHVH

GHYHORSPHQWV��ORRVHO\�WHUPHG�DV�¶JOREDOLVDWLRQ·��RIIHU�UHDO�EHQHILWV�WR�WKRVH�ZKR

SDUWLFLSDWH�LQ�WKH�LQWHUQDWLRQDO�HFRQRP\���*OREDOLVDWLRQ��KRZHYHU��DOVR�SRVHV�UHDO

ULVNV�DV�GHFLVLRQ�PDNHUV��LQ�JRYHUQPHQW�DQG�EXVLQHVV��DGMXVW�WR�DQ�HYHU�PRUH

FRPSOH[�HFRQRPLF�HQYLURQPHQW�

� ,Q�UHVSRQGLQJ�WR�WKH�&RPPLWWHH
V�WKUHH�WHUPV�RI�UHIHUHQFH��7UHDVXU\�KDV�VRXJKW�WR

DGGUHVV�WKH�LVVXHV�IDFHG�E\�GHFLVLRQ�PDNHUV�WR�PD[LPLVH�WKH�EHQHILWV�RI�JOREDOLVDWLRQ

ZKLOH�PLQLPLVLQJ�WKH�ULVNV�DQG�WKH�FRVWV�

� )LQDQFLDO�JOREDOLVDWLRQ�LV�EHLQJ�GULYHQ�E\�SUDFWLFDO�FRPPHUFLDO�QHHGV�DQG�WKH

RSSRUWXQLWLHV�SURYLGHG�E\�UDSLG�WHFKQRORJLFDO�FKDQJH��7KHVH�IRUFHV�DUH�RQHV�WKDW

VRFLHW\�KDV�SURILWDEO\�DGDSWHG�WR�WKURXJK�HFRQRPLF�KLVWRU\�

� )LQDQFLDO�JOREDOLVDWLRQ�KDV�FOHDU�SRWHQWLDO�WR�DGYDQFH�KXPDQ�ZHDOWK�DQG�ZHOIDUH��7KH

PDLQ�FKDOOHQJH�IURP�ILQDQFLDO�JOREDOLVDWLRQ�LV�QRW�WKH�YROXPH�RI�LQWHUQDWLRQDO�FDSLWDO

IORZV���,W�LV�WKH�SRWHQWLDO�YRODWLOLW\�RI�WKRVH�IORZV��DQG�WKH�ULVN�RI�UHYHUVDO�RI�FDSLWDO

PDUNHW�VHQWLPHQWV�WKDW�FDQ�WULJJHU�FXUUHQF\�FULVHV�DW�VKRUW�QRWLFH��DQG�VSUHDG�WKRVH

FULVHV�E\�¶FRQWDJLRQ·�

7HUPV�RI�UHIHUHQFH��

� *OREDOLVDWLRQ�GRHV�QRW�DSSHDU�WR�KDYH�UHVXOWHG�LQ�DQ�LQFUHDVH�LQ�ILQDQFLDO�PDUNHW

YRODWLOLW\�LQ�$XVWUDOLD���+RZHYHU��LQ�WKH�DEVHQFH�RI�DQ�DGHTXDWH�SROLF\�IUDPHZRUN�

SHULRGV�RI�ILQDQFLDO�PDUNHW�YRODWLOLW\�FDQ�DGYHUVHO\�DIIHFW�PDFURHFRQRPLF�VWDELOLW\�LQ

DIIHFWHG�HFRQRPLHV�

� $OO�YRODWLOLW\�LV�E\�QR�PHDQV�EDG���([FKDQJH�UDWH�PRYHPHQWV��IRU�H[DPSOH��FDQ�DVVLVW

DQ�HFRQRP\�WR�DGMXVW�WR�H[WHUQDO�GHYHORSPHQWV���7KH�GHSUHFLDWLRQ�RI�WKH��$�LQ�WKH

ZDNH�RI�WKH�$VLDQ�ILQDQFLDO�FULVLV��ZKLFK�SURYLGHG�VRPH�SURWHFWLRQ�WR�WKH�HFRQRP\

IURP�WKH�VORZGRZQ�LQ�ZRUOG�JURZWK��LOOXVWUDWHV�WKLV�SURFHVV���7KH�SURVSHFW�RI

ILQDQFLDO�PDUNHW�YRODWLOLW\�FDQ�DOVR�GULYH�SROLF\�FKDQJH�WR�UHGXFH�ULVNV�WR�LQYHVWRUV�

� 7KH�$XVWUDOLDQ�H[SHULHQFH�FDVWV�VRPH�GRXEW�RQ�WKH�DUJXPHQW�WKDW�JOREDOLVDWLRQ�KDV

OLPLWHG�WKH�DELOLW\�RI�JRYHUQPHQWV�WR�PDQDJH�WKH�PDFURHFRQRP\�DQG�DFKLHYH�IXOO

HPSOR\PHQW���%XW�LW�LV�FOHDU�WKDW�JOREDOLVHG�ILQDQFLDO�PDUNHWV�FDQ�LPSRVH�VHYHUH�FRVWV

RQ�JRYHUQPHQWV�WKDW�SXUVXH�ZKDW�WKH�PDUNHWV�YLHZ�DV�LQDSSURSULDWH�SROLFLHV���7KHUH
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DSSHDUV�WR�EH�YHU\�OLWWOH�FRQIOLFW�EHWZHHQ�ZKDW�LV�YDOXHG�E\�ILQDQFLDO�PDUNHWV�DQG

ZKDW�LV�LQ�$XVWUDOLD·V�ORQJHU�WHUP�HFRQRPLF�LQWHUHVWV�

� ,Q�$XVWUDOLD·V�FDVH��ILQDQFLDO�PDUNHWV�DUH�HVVHQWLDOO\�FRQFHUQHG�ZLWK�$XVWUDOLD·V�DELOLW\

WR�DFKLHYH�VWURQJ�VXVWDLQDEOH�JURZWK��ZLWKRXW�ULVLQJ�LQIODWLRQ�RU�XQVXVWDLQDEOH�FXUUHQW

DFFRXQW�GHILFLWV���$FKLHYLQJ�VXVWDLQDEOH�UHGXFWLRQV�LQ�XQHPSOR\PHQW�GHSHQGV

IXQGDPHQWDOO\�RQ�FRQGXFWLQJ�SROLF\�LQ�D�ZD\�WKDW�DYRLGV�FRQWULEXWLQJ�WR�LQIODWLRQ�DQG

XQVXVWDLQDEOH�FXUUHQW�DFFRXQW�SUHVVXUHV�

� *RYHUQPHQWV�PD\�QRW�EH�DEOH�WR�GLUHFWO\�FRQWURO�WKH�UHDFWLRQV�RI�ILQDQFLDO�PDUNHWV�

EXW�WKHUH�DUH�VWUDWHJLHV�WKH\�FDQ�DGRSW�WR�PLQLPLVH�WKH�ULVN�RI�SROLF\�EHLQJ�KRVWDJH�WR

FDSULFLRXV�RU�DUELWUDU\�UHDFWLRQV���0DFURHFRQRPLF�SROLF\�FDQ�VWLOO�EH�HIIHFWLYH��EXW�LWV

HIIHFWLYHQHVV�LV�OLNHO\�WR�EH�FRPSURPLVHG�XQOHVV�LW�LV�VRXQGO\�EDVHG��UHFRJQLVLQJ�WKH

OLPLWV�RI�ZKDW�PDFURHFRQRPLF�SROLF\�DORQH�FDQ�DFKLHYH���FUHGLEOH�DQG�FRQGXFWHG�LQ�D

WUDQVSDUHQW�PDQQHU�

� :KLOH�EH\RQG�WKH�WHUPV�RI�UHIHUHQFH�RI�WKLV�LQTXLU\��$XVWUDOLD·V�HFRQRPLF

SHUIRUPDQFH��DQG�LWV�DELOLW\�WR�SURVSHU�LQ�DQ�LQFUHDVLQJO\�JOREDOLVHG�ZRUOG�LV�DOVR

GHSHQGHQW�RQ�WKH�IOH[LELOLW\�DQG�UHVSRQVLYHQHVV�RI�SURGXFW�DQG�ODERXU�PDUNHWV��DQG

WKH�UHJXODWRU\�LQIUDVWUXFWXUH�WKDW�JRYHUQV�WKH�EHKDYLRXU�RI�ILUPV�DQG�ILQDQFLDO

LQVWLWXWLRQV���3ROLF\�UHIRUPV�LQ�WKHVH�DUHDV��FRPELQHG�ZLWK�D�VWURQJ�PDFURHFRQRPLF

IUDPHZRUN��KDYH�EURXJKW�YLVLEOH�DQG�VLJQLILFDQW�HFRQRPLF�EHQHILW���7KH�HIIHFW�RI

WKHVH�UHIRUPV�SURYLGHV�FOHDU�HYLGHQFH�WKDW�QDWLRQDO�HFRQRPLF�SROLFLHV�GR�PDWWHU�

� *OREDOLVDWLRQ�PD\�DOVR�UHVXOW�LQ�VLJQLILFDQW�FRVWV�IRU�VRPH�PHPEHUV�RI�VRFLHW\��LQ

SDUWLFXODU�GXULQJ�SHULRGV�RI�WUDQVLWLRQ���*RYHUQPHQW�KDV�D�UROH�LQ�PLQLPLVLQJ�WKHVH

FRVWV��IRU�H[DPSOH�WKURXJK�JHQHUDOO\�DYDLODEOH�ZHOIDUH�SURJUDPV��WKURXJK�MRE�VHDUFK

DQG�WUDLQLQJ�SURJUDPV�DQG�LQ�VRPH�FLUFXPVWDQFHV�WDUJHWHG�VXSSRUW�PHDVXUHV�

� ,W�LV�FODLPHG�WKDW�JOREDOLVDWLRQ�KDV�FRQWULEXWHG�WR�D�ZLGHQLQJ�RI�LQFRPH�GLVWULEXWLRQ

LQ�PDQ\�FRXQWULHV���7KH�HYLGHQFH�RQ�WKLV�LV�XQFOHDU�DQG�ZLOO�UHTXLUH�IXUWKHU�DQDO\VLV�

+RZHYHU��LQ�$XVWUDOLD·V�H[SHULHQFH��WKH�RSHUDWLRQ�RI�WD[DWLRQ�DQG�ZHOIDUH�SROLF\�KDV

PHDQW�WKDW�IDPLO\�LQFRPH�GLVWULEXWLRQ�KDV�LPSURYHG�SURJUHVVLYHO\�RYHU�WKH�SDVW�WZR

GHFDGHV���,W�ZLOO�EH�LPSRUWDQW�WR�FRQWLQXH�WR�SXUVXH�SROLFLHV�WKDW�HQDEOH�$XVWUDOLD�WR

H[SORLW�WKH�RSSRUWXQLWLHV�RI�WUDGH�DQG�JOREDOLVDWLRQ�²�SDUWLFXODUO\�ODERXU�PDUNHW

SROLFLHV�WKDW�HQVXUH�MREV�DUH�SURSHUO\�UHZDUGHG�DQG�HGXFDWLRQ�DQG�WUDLQLQJ�SROLFLHV

WKDW�HTXLS�WKH�ZRUNIRUFH�ZLWK�VNLOOV�WR�DGDSW�DQG�WDNH�DGYDQWDJH�RI�FKDQJH�

7HUPV�RI�UHIHUHQFH��

� 7KH�UHFHQW�FULVHV�KDYH�UHYHDOHG�VKRUWFRPLQJV�LQ�WKH�ZD\�LQYHVWRUV�DQG�FUHGLWRUV�KDYH

HYDOXDWHG�DQG�SULFHG�WKH�ULVN�RI�WKHLU�LQYHVWPHQW�DQG�OHQGLQJ�GHFLVLRQV���,Q�SDUWLFXODU�

DQ�DEVHQFH�RI�DGHTXDWH��UHOLDEOH��DQG�WLPHO\�LQIRUPDWLRQ�LV�QRZ�ZLGHO\�DFFHSWHG�DV

RQH�RI�WKH�IDFWRUV�ZKLFK�H[DFHUEDWHG�WKH�VHYHULW\�RI�WKH�(DVW�$VLD�ILQDQFLDO�FULVLV�

� 7KH�LQFUHDVLQJ�VRSKLVWLFDWLRQ�DQG�LQWHJUDWLRQ�RI�ILQDQFLDO�PDUNHWV�RYHU�WKH�ODVW�WZR

GHFDGHV��VXFK�DV�WKH�JURZWK�RI�GHULYDWLYH�PDUNHWV��KDYH�FRPSRXQGHG�WKH�GLIILFXOW\

IDFHG�E\�WKH�PDUNHW�LQ�DGGUHVVLQJ�LQIRUPDWLRQ�UHTXLUHPHQWV�
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� 7R�DGGUHVV�WKLV��JRYHUQPHQWV�DQG�WKH�LQWHUQDWLRQDO�FRPPXQLW\�KDYH�SODFHG�D�SULRULW\

RQ�JUHDWHU�WUDQVSDUHQF\��LPSURYLQJ�WKH�TXDOLW\�RI�LQIRUPDWLRQ�WKURXJK�FRGHV�DQG

VWDQGDUGV��DQG�PRUH�HIIHFWLYH�VXUYHLOODQFH��DV�DQ�LQWHJUDO�SDUW�RI�WKH�ZLGHU�HIIRUW�WR

VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�

� 7UDQVSDUHQF\�DORQH�ZLOO�QRW�VROYH�RU�IRUHVWDOO�ILQDQFLDO�FULVHV���,PSURYLQJ�WKH

DYDLODELOLW\�RI�GDWD�LV�DQ�LPSRUWDQW�VWHS��EXW�LI�WKH�ULVN�RI�ILQDQFLDO�LQVWDELOLW\�LV�WR�EH

UHGXFHG��WUDQVSDUHQF\�PXVW�EH�WDNHQ�D�VWHS�IXUWKHU�DQG�LQWHJUDWHG�LQWR�PDUNHW

DVVHVVPHQWV���7KLV�LV��ODUJHO\��DQ�LVVXH�IRU�WKH�SULYDWH�VHFWRU�WR�DGGUHVV�

� 5HFHQW�SUREOHPV�LQ�$VLD��HVSHFLDOO\�ZHDNQHVVHV�LQ�WKH�FRUSRUDWH�DQG�ILQDQFLDO�VHFWRUV�

KDYH�GUDZQ�DWWHQWLRQ�WR�WKH�LVVXH�RI�JUHDWHU�WUDQVSDUHQF\��DQG�GLVFORVXUH��LQ�WKH

SULYDWH�VHFWRU���:RUN�RQ�HQKDQFHG�WUDQVSDUHQF\�DQG�GLVFORVXUH�RI�ILQDQFLDO�PDUNHW

SDUWLFLSDQWV��LQFOXGLQJ�KLJKO\�OHYHUDJHG�LQVWLWXWLRQV��+/,V��LV�EHLQJ�SURJUHVVHG�LQ�D

QXPEHU�RI�VSHFLDOLVHG�IRUD���7KH�UROH�RI�+/,V�DQG�RWKHU�ODUJH�LQVWLWXWLRQDO�LQYHVWRUV

LQ�ILQDQFLDO�PDUNHWV�LV�D�WRSLF�WKDW�KDV�DWWUDFWHG�FRQVLGHUDEOH�DWWHQWLRQ���7UHDVXU\�DQG

WKH�5HVHUYH�%DQN�RI�$XVWUDOLD��5%$��KDYH�FRPPRQ�YLHZV�RQ�PDWWHUV�UHODWHG�WR�+/,V

DQG�ZH�UHIHU�WKH�&RPPLWWHH�WR�WKH�VXEPLVVLRQ�SUHSDUHG�E\�WKH�5%$�IRU�IXUWKHU

GHWDLO�RQ�WKLV�LVVXH�

� 7KHUH�LV�D�ZLGHVSUHDG�FRQVHQVXV�DPRQJ�SROLF\�PDNHUV�DQG�UHJXODWRUV�WKDW�PRUH

ZLGHO\�DFFHSWHG�UXOHV�DQG�VWDQGDUGV�QHHG�WR�EH�SXW�LQ�SODFH�WR�SURPRWH�JUHDWHU

PDUNHW�HIILFLHQF\�DQG�IDFLOLWDWH�WKH�LQWHJUDWLRQ�RI�JOREDO�ILQDQFLDO�PDUNHWV�

� &RGHV�RI�JRRG�SUDFWLFH�RU�WKHLU�HTXLYDOHQW�QRZ�H[LVW��RU�DUH�DW�DGYDQFHG�VWDJHV�RI

SUHSDUDWLRQ�IRU��UHOHDVHV�RI�HFRQRPLF�GDWD��ILVFDO�WUDQVSDUHQF\��PRQHWDU\�DQG

ILQDQFLDO�SROLFLHV��EDQNLQJ�VXSHUYLVLRQ��VHFXULWLHV�PDUNHW�UHJXODWLRQ��LQVXUDQFH

UHJXODWLRQ��DFFRXQWLQJ�VWDQGDUGV��DXGLWLQJ�VWDQGDUGV��FRUSRUDWH�JRYHUQDQFH��SD\PHQWV

DQG�VHWWOHPHQW�V\VWHPV��DQG�EDQNUXSWF\���&RXQWULHV�DUH�EHLQJ�VWURQJO\�HQFRXUDJHG�WR

DGKHUH�WR�WKHVH�VWDQGDUGV�DQG�FRGHV���7KH�FRGHV�ZLOO�DSSO\�ERWK�WR�WKH�SXEOLF�VHFWRU

�H�J��WKH�FRQGXFW�RI�PRQHWDU\�DQG�ILQDQFLDO�SROLF\��DQG�WR�WKH�SULYDWH�VHFWRU��H�J�

FRGHV�RI�FRUSRUDWH�JRYHUQDQFH��DFFRXQWLQJ�DQG�DXGLWLQJ��

� 2I�SDUWLFXODU�LQWHUHVW�DUH�FRGHV�DQG�VWDQGDUGV�EHLQJ�GHYHORSHG�WR�VWUHQJWKHQ�ULVN

PDQDJHPHQW�DQG�SUXGHQWLDO�UHJXODWLRQ���(YHQWV�LQ�$VLD�UHPLQGHG�XV�WKDW�LQYHVWRUV

DQG�OHQGHUV�KDYH�D�WHQGHQF\�WR�XQGHUHVWLPDWH�ULVNV�LQ�JRRG�WLPHV�DQG�RYHUHVWLPDWH

WKHP�LQ�EDG�WLPHV���2QH�LPSRUWDQW�VWHS�LV�WKH�XSGDWLQJ�RI�WKH������%DVOH�&DSLWDO

$FFRUG�ULVN�ZHLJKWHG�FDSLWDO�V\VWHP�VR�WKDW�LW�EHWWHU�UHIOHFWV�WKH�FUHGLW�ULVNV

DVVRFLDWHG�ZLWK�GLIIHUHQW�DFWLYLWLHV�

� 7KH�UHFHQW�FULVHV�KDYH�DOVR�GHPRQVWUDWHG�WKH�ULVNV�DVVRFLDWHG�ZLWK�H[FHVVLYH

VKRUW�WHUP�ERUURZLQJ��SDUWLFXODUO\�LQ�IRUHLJQ�PDUNHW�FXUUHQFLHV���7KH�ELDV�LQ�IDYRXU

RI�VKRUW�WHUP�ILQDQFLQJ�KDV�DULVHQ�DV�D�UHVXOW�RI�GLVWRUWLRQV�DW�ERWK�WKH�QDWLRQDO�DQG

LQWHUQDWLRQDO�OHYHO���7KH�,QWHULP�&RPPLWWHH��,&��RI�WKH�,0)�LQ�$SULO������HQGRUVHG

IXUWKHU�ZRUN�WR�HOLPLQDWH�WKLV�UHJXODWRU\�ELDV�DQG�WKH�%DVOH�&RPPLWWHH�RQ�%DQNLQJ

6XSHUYLVLRQ��%&%6��DV�SDUW�RI�LWV�UHYLHZ�RI�WKH�&DSLWDO�$FFRUG�LV�FRQVLGHULQJ�ZD\V�WR

IDFWRU�PDWXULW\�PRUH�H[SOLFLWO\�LQWR�WKH�DVVHVVPHQW�RI�FUHGLW�ULVN�
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� $�NH\�HOHPHQW�RI�FULVLV�SUHYHQWLRQ�LV�EHWWHU�VXUYHLOODQFH���7KDW�WKH�$VLDQ�ILQDQFLDO

FULVLV�FDPH�DV�D�VXUSULVH�LQGLFDWHV�WKDW�VXUYHLOODQFH�KDV�EHHQ�LQDGHTXDWH���6XUYHLOODQFH

UHTXLUHV�KDYLQJ�LQ�SODFH�WKH�QHFHVVDU\�SURFHVVHV�IRU�LGHQWLI\LQJ�ULVNV�WR�HFRQRPLF

PDQDJHPHQW�DW�WKH�QDWLRQDO�DQG�JOREDO�OHYHO���6XUYHLOODQFH�ZLOO�FRQWLQXH�SULPDULO\�WR

EH�WKH�UROH�RI�WKH�,0)�DQG�:RUOG�%DQN���7KH�,0)�WKURXJK�LWV�$UWLFOH�,9

FRQVXOWDWLRQV�FRQGXFWV�DQ�DQQXDO�DVVHVVPHQW�RI�WKH�PRQHWDU\��ILVFDO�DQG�VWUXFWXUDO

SROLFLHV�LQ�LQGLYLGXDO�PHPEHU�HFRQRPLHV���$XVWUDOLD�LV�VXSSRUWLYH�RI�WKH�,0)��LQ

FRQVXOWDWLRQ�ZLWK�RWKHU�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV��FRQWLQXLQJ�WR�WDNH�WKH�OHDG

LQ�VXUYHLOODQFH�

7HUPV�RI�UHIHUHQFH��

� 2SHQ�DQG�LQWHJUDWHG�ILQDQFLDO�V\VWHPV�SRVH�FKDOOHQJHV�IRU�SROLF\�PDNHUV�DQG�RWKHUV�

+RZHYHU��WKH�SRWHQWLDO�EHQHILWV�WR�EH�GHULYHG�IURP�OLEHUDOLVDWLRQ�DQG�JOREDOLVDWLRQ

DUH�ODUJH���7KH�FKDOOHQJH�LV�WR�VHHN�WR�LPSURYH�WKH�VWDELOLW\�RI�FDSLWDO�IORZV�DQG�WKH

LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�PRUH�EURDGO\�DQG��LQ�VR�GRLQJ��PD[LPLVH�WKH�SRWHQWLDO

EHQHILWV�RI�JUHDWHU�RSHQQHVV�

� 7KH�FULVLV�KDV�VKRZQ�WKDW�WKH�OLEHUDOLVDWLRQ�RI�FDSLWDO�DFFRXQWV�VKRXOG�EH�XQGHUWDNHQ

LQ�D�PDQQHU�DQG�SDFH�FRQVLVWHQW�ZLWK�D�FRXQWU\·V�ILQDQFLDO�LQIUDVWUXFWXUH�

� 2QH�RI�WKH�IDFWRUV�FRQWULEXWLQJ�WR�WKH�HYROXWLRQ�RI�WKH�UHFHQW�FULVLV�ZDV�WKDW

FRXQWULHV�SXUVXHG�HDUO\�DQG�XQEDODQFHG�OLEHUDOLVDWLRQ��LQ�WKDW�WKH\�RSHQHG�WKHPVHOYHV

XS�WR�VKRUW�WHUP�FDSLWDO�IORZV�EXW�QRW�ORQJHU�WHUP�IORZV��DQG�OLEHUDOLVDWLRQ�WRRN�SODFH

ZLWKRXW�KDYLQJ�VXIILFLHQWO\�VWURQJ�ILQDQFLDO�LQVWLWXWLRQV�WR�FRSH�ZLWK�WKRVH�IORZV�

� 5HFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�SXUVXLQJ�RUGHUO\�OLEHUDOLVDWLRQ�KDV�UDLVHG�TXHVWLRQV

DERXW�D�SRVVLEOH�UROH�IRU�FDSLWDO�FRQWUROV�LQ�HQDEOLQJ�FRXQWULHV�WR�EHWWHU�PDQDJH

VKRUW�WHUP�IORZV���7KHUH�DUH�D�QXPEHU�RI�H[SHULHQFHV��IURP�$XVWUDOLD�LQ�WKH�����V�

DQG�PRUH�UHFHQWO\�&KLOH�DQG�0DOD\VLD��RI�FDSLWDO�FRQWUROV�RQ�ERWK�FDSLWDO�LQIORZV�DQG

RXWIORZV���&RQWUROV�PD\�KHOS�LQ�WKH�VKRUW�WHUP��EXW�LQYLWH�HYDVLRQ�DQG�FDUU\

SRWHQWLDOO\�ODUJH�ZHOIDUH�FRVWV���7KH�LPSRVLWLRQ�RI�FRQWUROV�RQ�FDSLWDO�RXWIORZV�FDQ�EH

MXVWLILHG�RQO\�LQ�H[FHSWLRQDO�FLUFXPVWDQFHV���7KH\�VKRXOG�RSHUDWH�RQO\�DV�D�WHPSRUDU\

VDIHJXDUG�XQWLO�VXFK�WLPH�DV�WKH�ILQDQFLDO�V\VWHP�KDV�EHHQ�UHVWUXFWXUHG�DQG

VWUHQJWKHQHG�

� 7KH�ULVNV�DQG�YXOQHUDELOLWLHV�DVVRFLDWHG�ZLWK�H[FHVVLYH�VKRUW�WHUP�ERUURZLQJ�VWURQJO\

VXJJHVW�WKDW�VRYHUHLJQ�GHEW�PDQDJHPHQW�VWUDWHJLHV�PD\�QHHG�WR�EH�LPSURYHG���,Q

SDUWLFXODU��VKRUW�WHUP�GHEW�LQVWUXPHQWV�LQFUHDVH�FRXQWULHV·�H[SRVXUH�WR�UHILQDQFLQJ�RU

IXQGLQJ�ULVN��WKH�ULVN�WKDW�WKH\�ZLOO�EH�XQDEOH�WR�REWDLQ�QHZ�ILQDQFLQJ�DV�GHEW�PDWXUHV

RU�RQO\�EH�DEOH�WR�UHILQDQFH�DW�D�KLJK�FRVW��

� $�QXPEHU�RI�FRUH�FRQGLWLRQV�QHHG�WR�EH�LQ�SODFH�WR�VXSSRUW�ILQDQFLDO�VWDELOLW\���7KHVH

LQFOXGH�VRXQG�DQG�VXVWDLQDEOH�PDFURHFRQRPLF�SROLFLHV��VRXQG�SUXGHQWLDO

DUUDQJHPHQWV��VWURQJ�DQG�LQGHSHQGHQW�VXSHUYLVRU\�DJHQFLHV��SURFHGXUHV�WR�GHDO�ZLWK

LQVROYHQF\�DQG�HIIHFWLYH�PDUNHW�GLVFLSOLQH�



�

� 7KH�(DVW�$VLDQ�FULVLV�HFRQRPLHV�ZHUH�SHUFHLYHG�DV�OHDGLQJ�WKH�GHYHORSLQJ�ZRUOG�LQ

UHVSRQVLEOH�PDFURHFRQRPLF�PDQDJHPHQW���+RZHYHU��WKH�UHFHQW�FULVLV�H[SRVHG

ZHDNQHVVHV�LQ�WKHLU�ILQDQFLDO�V\VWHPV�DQG�DSSURDFK�WR�SXEOLF�DQG�FRUSRUDWH�VHFWRU

JRYHUQDQFH��ZKLFK�PDGH�WKHP�YXOQHUDEOH�WR�ILQDQFLDO�LQVWDELOLW\�

� 7KH�FULVLV�HFRQRPLHV�KDYH�VLQFH�PDGH�VLJQLILFDQW�SURJUHVV��ZLWK�WKH�VXSSRUW�RI�WKH

,0)��LQ�DGYDQFLQJ�DSSURSULDWH�UHIRUPV�LPSOHPHQWLQJ�KLJK�VWDQGDUGV�RI�JRYHUQDQFH

DQG�WUDQVSDUHQF\��SURPRWLQJ�¶DUPV�OHQJWK·�UHODWLRQVKLSV�DPRQJ�JRYHUQPHQWV�

FRUSRUDWLRQV�DQG�EDQNV��DQG�LPSOHPHQWLQJ�VRXQG�UHJXODWRU\�DQG�VXSHUYLVRU\

VWUXFWXUHV���7KH\�DUH�ZRUNLQJ�DOVR�WR�SURPRWH�LQGHSHQGHQW�DQG�FRPSHWLWLYH�ILQDQFLDO

DQG�FRUSRUDWH�VHFWRU�UHVWUXFWXULQJ�DQG�RU�UHFDSLWDOLVLQJ�WURXEOHG�EDQNV�DQG�SUHVVLQJ

DKHDG�ZLWK�FRUSRUDWH�GHEW�ZRUNRXWV�WR�HVWDEOLVK�YLDEOH�FRUSRUDWLRQV�RQ�D�VRXQG

ILQDQFLDO�IRRWLQJ�

� ,Q�������$XVWUDOLD�UHFRJQLVHG�WKH�QHHG�WR�XSGDWH�WKH�ILQDQFLDO�VHFWRU�UHJXODWRU\

IUDPHZRUN�WR�NHHS�XS�ZLWK�WKH�UDSLG�SDFH�RI�FKDQJH�LQ�ILQDQFLDO�PDUNHWV��LQ

SDUWLFXODU��GHYHORSPHQWV�LQ�WHFKQRORJ\�DQG�LQQRYDWLRQ�LQ�SURGXFWV�DQG�GHOLYHU\�RI

ILQDQFLDO�VHUYLFHV���7KH�DLP�ZDV�WR�HQVXUH�D�UHJXODWRU\�V\VWHP�WKDW�ZDV�IOH[LEOH�DQG

UHVSRQVLYH�HQRXJK�WR�DFFRPPRGDWH�IXUWKHU�UDSLG�FKDQJH�LQ�WKH�ILQDQFLDO�VHFWRU�

7KLV�OHG�WR�WKH�UHSRUW�RI�WKH�:DOOLV�,QTXLU\�LQ�0DUFK������DQG�VXEVHTXHQW

LQVWLWXWLRQDO�UHIRUP�

� 8QGHUO\LQJ�$XVWUDOLD·V�DSSURDFK�WR�ILQDQFLDO�VHFWRU�UHJXODWLRQ�LV�WKH�UHFRJQLWLRQ�WKDW

LW�LV�QRW�WKH�UROH�RI�UHJXODWRUV�WR�HOLPLQDWH�ULVN���5DWKHU��WKHLU�UROH�LV�WR�DOORZ�ILQDQFLDO

PDUNHWV�WR�PDQDJH��DOORFDWH�DQG�SULFH�ULVN�ZLWKLQ�D�IUDPHZRUN�RI�GLVFORVXUH�DQG

WUDQVSDUHQF\�VR�WKDW�FRQVXPHUV�RI�ILQDQFLDO�VHUYLFHV�FDQ�DVVHVV�WKH�OHYHO�RI�ULVN�WKH\

DUH�ZLOOLQJ�WR�PDQDJH�

� 7KHUH�DUH�OLPLWV�WR�ZKDW�$XVWUDOLD��RU�DQ\�RWKHU�LQGLYLGXDO�FRXQWU\��FDQ�DFKLHYH�RQ�LWV

RZQ�WR�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP���7R�EH�VXFFHVVIXO��UHIRUP�QHHGV

WR�EH�SURJUHVVHG�LQ�HFRQRPLHV�DW�DOO�VWDJHV�RI�GHYHORSPHQW��DFURVV�GLIIHUHQW�UHJLRQV�

DQG�LQ�ERWK�WKH�SXEOLF�DQG�SULYDWH�VHFWRUV�

� 7R�HQDEOH�$XVWUDOLD�WR�SOD\�DQ�DFWLYH�UROH�WR�WKH�EHVW�H[WHQW�SRVVLEOH��WKH�3ULPH

0LQLVWHU�FRPPLVVLRQHG�D�WDVNIRUFH��ZKLFK�LQFOXGHG�SURPLQHQW�SXEOLF�DQG�SULYDWH

VHFWRU�UHSUHVHQWDWLYHV��WR�DGYLVH�RQ�KRZ�$XVWUDOLD�FDQ�FRQWULEXWH�WR�LQWHUQDWLRQDO

ILQDQFLDO�UHIRUP�

� &RQVLGHUDEOH�SURJUHVV�KDV�EHHQ�DFKLHYHG�LQ�DGGUHVVLQJ�PDQ\�RI�WKHVH�LVVXHV�

� $V�UHFRJQLVHG�LQ�WKH�5HSRUW�RI�WKH�3ULPH�0LQLVWHU·V�7DVNIRUFH��LI�ILQDQFLDO�LQVWDELOLW\

LV�WR�EH�DGGUHVVHG��D�JOREDO�UHVSRQVH�LV�UHTXLUHG��D�JOREDO�UHVSRQVH�LQ�WKH�VHQVH�WKDW

DOO�JRYHUQPHQWV�DUH�HQFRXUDJHG�WR�LPSURYH�WKHLU�QDWLRQDO�SROLF\�IUDPHZRUNV�ZKHUH

QHHGHG�DQG�WKDW�VWHSV�WR�LPSURYH�WKH�RSHUDWLRQ�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP

LWVHOI�DUH�XQGHUWDNHQ���$XVWUDOLD�KDV�EHHQ�YHU\�DFWLYH�LQ�WKLV�GHEDWH�DQG�EHOLHYHV�WKDW

WKHUH�QHHGV�WR�EH�¶RZQHUVKLS·�E\�D�ZLGH�JURXS�RI�FRXQWULHV�LI�UHIRUP�SURSRVDOV�DUH�WR

EH�LPSOHPHQWHG�



�

� $XVWUDOLD�ZDV�D�VWURQJ�VXSSRUWHU�DQG�DQ�DFWLYH�SDUWLFLSDQW�LQ�WKH�ZRUN�RQ�UHIRUP�RI

WKH�LQWHUQDWLRQDO�DUFKLWHFWXUH�LQ�WKH�,&�RI�WKH�,0)��WKH�*����DQG�LQ�RWKHU�JURXSLQJV

VXFK�DV�WKH�0DQLOD�)UDPHZRUN�VXUYHLOODQFH�JURXS�

� ,Q�WHUPV�RI�RWKHU�GHYHORSPHQWV�WR�HQKDQFH�LQWHUQDWLRQDO�FRRSHUDWLRQ��WKH�)LQDQFLDO

6WDELOLW\�)RUXP��)6)��KDV�EHHQ�HVWDEOLVKHG�WR�LPSURYH�FRRSHUDWLRQ�EHWZHHQ

LQWHUQDWLRQDO�RUJDQLVDWLRQV��UHJXODWRUV�DQG�H[SHUWV�ZLWK�UHVSRQVLELOLWLHV�LQ�WKH�DUHD�RI

ILQDQFLDO�UHJXODWLRQ�

� ,PSURYHG�RIILFLDO�ILQDQFLDO�UHVFXH�SDFNDJHV�DUH�DQ�LPSRUWDQW�HOHPHQW�LQ�UHVWRULQJ

ILQDQFLDO�VWDELOLW\���+RZHYHU��RIILFLDO�ILQDQFLDO�DVVLVWDQFH�FDUULHV�ZLWK�LW�WKH�ULVN�RI

PRUDO�KD]DUG��ZKHUH�FUHGLWRUV�IDLO�WR�XQGHUWDNH�DGHTXDWH�ULVN�DVVHVVPHQW�DQG

PDQDJHPHQW�DV�WKHUH�LV�DQ�H[SHFWDWLRQ�WKDW�WKH�RIILFLDO�VHFWRU�ZLOO�VWHS�LQ�DQG�EDLO�RXW

HFRQRPLHV�LQ�WLPHV�RI�WURXEOH�

� ,W�KDV�DOVR�EHFRPH�FOHDU�WKDW�WKH�RIILFLDO�VHFWRU�FDQ�QR�ORQJHU�SURYLGH�WKH�YROXPH�RI

ILQDQFLDO�DVVLVWDQFH�QHHGHG�WR�DGGUHVV�FULVHV�LQ�D�ZRUOG�RI�LQWHJUDWHG�FDSLWDO�PDUNHWV�

1RU�VKRXOG�WKH\�EH�H[SHFWHG�WR�

� $�JHQHUDO�IUDPHZRUN�WR�JXLGH�SULYDWH�VHFWRU�LQYROYHPHQW�LQ�FULVLV�UHVROXWLRQ�ZLOO

QHHG�WR�EH�IOH[LEOH�WR�WDNH�DFFRXQW�RI�GLIIHULQJ�FULVLV�VLWXDWLRQV�EXW�ZLOO�DOVR�QHHG�WR

VSHOO�RXW�WKH�EDVLF�JURXQG�UXOHV�WKDW�ZLOO�DSSO\�LQ�FULVLV�VLWXDWLRQV���,Q�SDUWLFXODU��DQ\

IUDPHZRUN�ZLOO�QHHG�WR�SURYLGH�FUHGLWRUV�DQG�GHEWRUV�ZLWK�FOHDU�H[SHFWDWLRQV�DERXW

WKH�SURFHVVHV�WKDW�ZLOO�DSSO\�VKRXOG�D�FULVLV�GHYHORS�



�

,1752'8&7,21

�� 7KH�JOREDOLVDWLRQ�RI�ILQDQFLDO�PDUNHWV�KDV�DWWUDFWHG�SDUWLFXODU�SXEOLF�DWWHQWLRQ

WKURXJK�WKH�����V��DV�RQH�VWULNLQJ�DVSHFW�RI�D�ORQJHU��JHQHUDO�WUHQG�WR�LQFUHDVLQJ

JOREDOLVDWLRQ�

�� 2QH�DVSHFW�RI�JOREDOLVDWLRQ��WKH�JOREDOLVDWLRQ�RI�ILQDQFLDO�PDUNHWV��LV�FRPSOH[�DQG

RQO\�LPSHUIHFWO\�XQGHUVWRRG���0DQ\�TXHVWLRQ�ZKHWKHU�LW�KDV�JLYHQ�ULVH�WR��RU�DPSOLILHG�

VKRFNV�WR�JOREDO�HFRQRPLF�DFWLYLW\���7KH\�SRLQW�WR�WKH������VWRFNPDUNHW�FUDVK�DQG�IRXU

PDMRU�LQWHUQDWLRQDO�FXUUHQF\�DQG�HFRQRPLF�FULVHV�LQ�WKH�����V��WKH�FULVLV�DIIHFWLQJ�WKH�(8
V

([FKDQJH�5DWH�0HFKDQLVP�LQ����������WKH�0H[LFDQ�FULVLV�LQ����������WKH�$VLDQ�FULVLV�RI

��������DQG�WKH�5XVVLDQ�FULVLV�RI������

�� ,W�LV�DOVR�IUHTXHQWO\�VXJJHVWHG�WKDW�JOREDOLVDWLRQ�KDV�UHGXFHG�WKH�VFRSH�IRU

LQGHSHQGHQW�PDFURHFRQRPLF�SROLF\�DFWLRQ�E\�QDWLRQDO�JRYHUQPHQWV��GDPDJHG�WKH�TXDQWLW\

RU�TXDOLW\�RI�HPSOR\PHQW�JURZWK�LQ�DGYDQFHG�HFRQRPLHV��ZLGHQHG�WKH�GLVSHUVLRQ�RI

LQFRPH��DQG�VR�RQ�

�� 6R�JOREDOLVDWLRQ�LQ�JHQHUDO��DQG�HVSHFLDOO\�ILQDQFLDO�JOREDOLVDWLRQ��RIWHQ�JHW�D�
EDG

SUHVV
���(YHQ�WKRVH�ZKR�DFFHSW�JOREDOLVDWLRQ�DV�LQHYLWDEOH�RU�LUUHYHUVLEOH��DQG�ZKR�IRFXV�RQ

KRZ�EHVW�WR�DGDSW�WR�LWV�IRUFHV�DW�WKH�QDWLRQDO�RU�LQWHUQDWLRQDO�OHYHO��RIWHQ�GR�VR�ZLWKRXW

SD\LQJ�PXFK�DWWHQWLRQ�WR�WKH�SRVLWLYH�SRWHQWLDO�RI�JOREDOLVDWLRQ�LQ�D�VRXQG�SROLF\

IUDPHZRUN�WR�LPSURYH�QDWLRQDO�DQG�JOREDO�ZHOIDUH�

�� 7KLV�VXEPLVVLRQ�IRFXVHV�PDLQO\�RQ�WKH�WKUHH�PDMRU�FODXVHV�LQ�WKH�,QTXLU\
V�WHUPV�RI

UHIHUHQFH�LQ�WKH�FRQWH[W�RI�ILQDQFLDO�JOREDOLVDWLRQ��UDWKHU�WKDQ�RQ�WKH�EURDGHU�VRFLDO�LVVXHV

UDLVHG�E\�JOREDOLVDWLRQ�LQ�JHQHUDO���+RZHYHU��WR�DQDO\VH�WKH�WKUHH�WRSLFV�SRVHG�E\�WKH

,QTXLU\��ZH�ILUVW�VHW�WKH�HFRQRPLF�VFHQH�E\�FRQVLGHULQJ�WKH�GHILQLWLRQ�DQG�WKH�QDWXUH�RI

HFRQRPLF�JOREDOLVDWLRQ���:H�RIIHU�VRPH�EULHI�FRPPHQWV�RQ�WKH�IRUFHV�SURSHOOLQJ�LW��WKH

QDWXUH�RI�LWV�SRWHQWLDO�EHQHILWV�DQG�FRVWV��DQG�VRPH�RI�WKH�XQXVXDO�IDFWRUV�LQIOXHQFLQJ�WKH

JOREDOLVDWLRQ�RI�ILQDQFLDO�PDUNHWV�

'HILQLWLRQV�DQG�VFRSH

�� *OREDOLVDWLRQ�LV�D�FRQFHSW�WKDW�LV�IUHTXHQWO\�OHIW�XQGHILQHG�RU�GHILQHG�DOPRVW

FLUFXODUO\�DV�
LQWHUQDWLRQDOLVDWLRQ
��

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

� 2QH�2(&'�VWXG\��*OREDOLVDWLRQ�RI�,QGXVWULDO�$FWLYLWLHV���)RXU�&DVH�VWXGLHV���$XWR�3DUWV��&KHPLFDOV��&RQVWUXFWLRQ�DQG
6HPLFRQGXFWRUV��������RIIHUV�QR�GHILQLWLRQ��EXW�VSHDNV�PHUHO\�RI�D�
WKLUG�SKDVH�RI�LQWHUQDWLRQDOLVDWLRQ
��ZLWK
FKDUDFWHULVWLFV�URXJKO\�FRUUHVSRQGLQJ�WR�WKH�IXOOHU�GHILQLWLRQ�LQ�SDUDJUDSK�����,Q�DQRWKHU�H[DPSOH��-RKQ�&ODUN
V
'LFWLRQDU\�RI�%DQNLQJ�DQG�)LQDQFH�7HUPV�GHILQHV�JOREDOLVDWLRQ��VRPHZKDW�FLUFXODUO\��DV�VLPSO\�¶,QFUHDVLQJ
LQWHUQDWLRQDOL]DWLRQ�RI�DOO�PDUNHWV��LQGXVWULHV�DQG�FRPPHUFH·��3URVSHFW��6\GQH\��������S����



�

�� 2QH�RI�WKH�PRUH�FDUHIXO�GHILQLWLRQV�RI�
JOREDOLVDWLRQ
�VWUHVVHV�¶«�WKH�JHRJUDSKLFDO

GLVSHUVLRQ�RI�LQGXVWULDO�DQG�VHUYLFH�DFWLYLWLHV��IRU�H[DPSOH�UHVHDUFK�DQG�GHYHORSPHQW�

VRXUFLQJ�RI�LQSXWV��SURGXFWLRQ�DQG�GLVWULEXWLRQ��DQG�WKH�FURVV�ERUGHU�QHWZRUNLQJ�RI

FRPSDQLHV��IRU�H[DPSOH�WKURXJK�MRLQW�YHQWXUHV�DQG�WKH�VKDULQJ�RI�DVVHWV�·����6XFK�FRQFHSWV

RI�
JOREDOLVDWLRQ
�IRFXV�RQ�WKH�PRYHPHQW�RI�HFRQRPLF�DFWLYLWLHV�DURXQG�WKH�ZRUOG�IURP

WKHLU�RULJLQDO�
KRPHV
�LQ�GRPHVWLF�FRUSRUDWLRQV��DQG�WKH�LPSDFW�RI�WKRVH�VKLIWV�RQ�WKH

QDWXUH�RI�GRPHVWLF�FRUSRUDWLRQV�DQG�HPSOR\PHQW�

�� ,V�VXFK�
JOREDOLVDWLRQ
�DQ\�PRUH�WKDQ�FRQWHPSRUDU\�VKRUWKDQG�IRU�WKH�LQFUHDVLQJ

FURVV�ERUGHU�IORZV�RI�JRRGV��VHUYLFHV�DQG�ILQDQFH"��,W�LV�XVHIXO�WR�H[DPLQH�ZKHWKHU


JOREDOLVDWLRQ
�LV�D�IXQGDPHQWDOO\�QHZ�HFRQRPLF�SKHQRPHQRQ��RU�ZKHWKHU�LW�LV�VLPSO\�D

XVHIXO�ODEHO�IRU�WRGD\
V�IRUP�RI�D�YHU\�ROG�SKHQRPHQRQ��WKH�WHQGHQF\�WRZDUGV�LQFUHDVLQJ

VSHFLDOLVDWLRQ�DQG�WUDGH��ZLWK�WKH�DVVRFLDWHG�LPSOLFDWLRQV�IRU�LQFUHDVHG�ILQDQFLDO�IORZV�

$�EULHI�KLVWRU\�RI�
JOREDOLVDWLRQ


�� ,QFUHDVLQJ�VSHFLDOLVDWLRQ�DQG�WUDGH�KDYH�EHHQ�NH\�FRQWULEXWRUV�WR�VRFLDO�SURJUHVV

VLQFH�KXPDQLW\
V�HPHUJHQFH�IURP�WKH�ULJRXUV�RI�VXEVLVWHQFH��KXQWHU�JDWKHUHU�OLIH�LQ

SUHKLVWRULF�WLPHV��

��� 'RZQ�WKURXJK�KLVWRU\��VSHFLDOLVDWLRQ�DQG�WUDGH�LQFUHDVHG�SURJUHVVLYHO\�EH\RQG�WKH

YLOODJH�WR�WKH�SURYLQFH��WKH�FRXQWU\��WKH�UHJLRQ�DQG�WKH�ZRUOG���$W�HDFK�VWDJH��WKH

ERXQGDULHV�WR�SURILWDEOH�VSHFLDOLVDWLRQ�DQG�WUDGH�ZHUH�LQIOXHQFHG�PDLQO\�E\�
WHFKQRORJ\
�

EURDGO\�GHILQHG���(VSHFLDOO\�UHOHYDQW�LQ�H[SDQGLQJ�WKRVH�ERXQGDULHV�ZHUH�WKH�
SK\VLFDO

WHFKQRORJLHV
�ZKLFK�ORZHUHG�SURGXFWLRQ�FRVWV�DQG�WUDQVSRUW�FRVWV��DQG�WKH�
VRFLDO

WHFKQRORJLHV
�HPERGLHG�LQ�VRFLDO�LQVWLWXWLRQV�ZKLFK�IDFLOLWDWHG�ILQDQFH��FRQWUDFW

HQIRUFHPHQW�DQG�SD\PHQW����7KH�HYROXWLRQ�RI�
VRFLDO�WHFKQRORJLHV
�EHFDPH�SDUWLFXODUO\

LPSRUWDQW�DV�HFRQRPLF�UHODWLRQV�LQWHQVLILHG�DFURVV�QDWLRQDO�ERXQGDULHV��HQFRXQWHULQJ�QHZ

ULVNV�VXFK�DV�ORVVHV�LQ�WUDQVSRUW��GLIILFXOWLHV�LQ�HQIRUFLQJ�GHDOV�ZLWK�GLVWDQW��DQRQ\PRXV

FRXQWHUSDUWLHV��GLVSXWHV�DERXW�WLPHO\�SD\PHQW��DQG�VR�RQ����)RU�H[DPSOH��PDULQH�LQVXUDQFH

KDG�HPHUJHG�LQ�VLPSOH�IRUP�E\������%&��DQG�GHYHORSHG�GXULQJ�WKH�5RPDQ�HPSLUH��EXW

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

� 7KLV�GHILQLWLRQ�LV�FLWHG�LQ�WKH�3HQJXLQ�'LFWLRQDU\�RI�(FRQRPLFV��E\�%DQQRFN��*��%D[WHU�5�(�DQG�'DYLV��(���������VL[WK
HGLWLRQ��3HQJXLQ�%RRNV��/RQGRQ��SS�����������,W�LV�VDLG�LQ�WXUQ�WR�EH�GUDZQ�IURP�WKH�2(&'�XVDJH�

� 7R�DWWULEXWH�VXFK�D�FHQWUDO�UROH�WR�VSHFLDOLVDWLRQ��GLYLVLRQ�RI�ODERXU�DQG�WUDGH�LV�QRW�WR�FRQFHLYH�RI�KXPDQ�SURJUHVV
VROHO\�LQ�PDWHULDOLVWLF�WHUPV���D�VRFLHW\�ZLWK�D�KLJK�GHJUHH�RI�VSHFLDOLVDWLRQ�DQG�GLYLVLRQ�RI�ODERXU�LV�D�SUHUHTXLVLWH�WR
WKH�H[LVWHQFH�RI�SURIHVVLRQDO�WHDFKHUV��SKLORVRSKHUV��FRPSRVHUV��SULHVWV�DQG�SROLWLFLDQV���)RU�D�GLVFXVVLRQ�RI�WKH
OLNHO\�UROH�RI�VSHFLDOLVDWLRQ�DQG�WUDGH�LQ�WKH�SUH�KLVWRULF�HPHUJHQFH�RI�FLYLOLVDWLRQ��VHH�'LDPRQG��-��*XQV��*HUPV�DQG
6WHHO���WKH�)DWHV�RI�+XPDQ�6RFLHWLHV��-RQDWKDQ�&DSH��/RQGRQ��������SS���������3ODWR�DOVR�FOHDUO\�DQDO\VHG�WKH�FHQWUDO
UROH�RI�VSHFLDOLVDWLRQ�DQG�WUDGH�LQ�DQ�LGHDO�FLW\��VRPH�������\HDUV�DJR���6HH�7KH�5HSXEOLF�RI�3ODWR��WUDQVODWHG�E\�%ORRP�
$��%DVLF�%RRNV��1HZ�<RUN��������SS�������

�� ,W�LV�XQXVXDO�WR�FRQFHLYH�RI�WKH�VRFLDO�LQVWLWXWLRQV�RI�FRPPHUFH�DV�
WHFKQRORJLFDO
�LQQRYDWLRQV��EXW�WKH\�DURVH
HQGRJHQRXVO\�DQG�VSUHDG�ZLWKLQ�FRPPXQLWLHV�LQ�UHVSRQVH�WR�MXVW�WKH�VDPH�VRUW�RI�WULDO�DQG�HUURU�H[SHULPHQWDWLRQ
DV�VHOHFWHG�VXSHULRU�VWUDLQV�RI�JUDLQ�IRU�IDUPLQJ��RU�GHYLVHG�EHWWHU�WRROV�IRU�PDNLQJ�VKRHV���7KLQNLQJ�RI�VRFLDO�DQG
FRPPHUFLDO�LQQRYDWLRQ�ZLWK�WKLV�
WHFKQRORJLFDO
�DQDORJ\�FDQ�EH�SDUWLFXODUO\�KHOSIXO�WR�FRQVLGHULQJ�WKH�QDWXUH�DQG
LPSOLFDWLRQV�RI�WRGD\
V�JOREDOLVDWLRQ��HVSHFLDOO\�ILQDQFLDO�JOREDOLVDWLRQ�



�

LQVXUDQFH�RQO\�EORVVRPHG�DV�D�JHQHUDOLVHG�FRQFHSW�RI�ZLGH�FRPPHUFLDO�DSSOLFDWLRQ�LQ�WKH

��WK�FHQWXU\���

��� :LWK�HDFK�H[WHQVLRQ�RI�WKH�ERXQGDULHV�WR�SURILWDEOH�VSHFLDOLVDWLRQ�DQG�WUDGH��OLYLQJ

VWDQGDUGV�URVH���3DUWLFXODUO\�UDSLG�ULVHV�LQ�OLYLQJ�VWDQGDUGV�DWWHQGHG�PDMRU�WHFKQRORJLFDO�DQG

VRFLDO�LQQRYDWLRQV�LQ�WKH���WK�DQG���WK�FHQWXULHV���7KH�WHFKQRORJLFDO�GULYHUV�RI�HFRQRPLF

SURJUHVV�ZHUH�SDUWLFXODUO\�DSSDUHQW�LQ�WKH���WK�FHQWXU\��ZKHQ�VWHDP�HQJLQHV�SRZHUHG

VSHFLDOLVHG�PDFKLQHU\�WR�LQFUHDVH�SURGXFWLYLW\�LQ�IDFWRULHV��FDQDOV��UDLOZD\V�DQG�VWHDPVKLSV

UDGLFDOO\�ORZHUHG�WUDQVSRUW�FRVWV��DQG�WKH�WHOHJUDSK�ORZHUHG�WKH�FRVWV�DQG�LQFUHDVHG�WKH

VSHHG�RI�FRPPXQLFDWLRQV���7KH�HDUOLHU�HPHUJHQFH�DQG�HYROXWLRQ�RI�
FRPPHUFLDO

WHFKQRORJLHV
�VXFK�DV�WKH�MRLQW�VWRFN��OLPLWHG�OLDELOLW\�FRUSRUDWLRQ��DQG�WKH�DSSOLFDWLRQ�RU

VSUHDG�RI�PRUH�VRSKLVWLFDWHG�PHDQV�RI�ULVN�PDQDJHPHQW�VXFK�DV�LQVXUDQFH��IRUZDUG

FRQWUDFWV��IXWXUHV�DQG�RSWLRQV�FRQWUDFWV�ZHUH�YLWDO�WR�ILQDQFLQJ�WKH�FRQVWUXFWLRQ��RSHUDWLRQ

DQG�WUDGH�LQ�WKH�SURGXFWV�RI�WKH�QHZ�
SK\VLFDO�WHFKQRORJLHV
��

��� $W�HYHU\�VWDJH�RI�WKHVH�LQFUHDVHV�LQ�VSHFLDOLVDWLRQ�DQG�WUDGH��XQDQWLFLSDWHG

FRQVHTXHQFHV�DQG�RFFDVLRQDO�FULVHV�KDG�WR�EH�FRUUHFWHG�LQ�WKH�OLJKW�RI�H[SHULHQFH���7R�JLYH

MXVW�D�IHZ�H[DPSOHV��WKH�LQWHUDFWLRQ�RI�FUHGLW�IDFLOLWLHV�DQG�DQ�HDUO\�IRUP�RI�RSWLRQV�ZLWK

SK\VLFDO�DVVHW�PDUNHWV�DOORZHG�D�SULFH�EXEEOH�DQG�FUDVK�LQ�WXOLS�EXOEV�LQ�WKH���WK�FHQWXU\�

DQG�WKH�LQWURGXFWLRQ�RI�VWHDP�ORFRPRWLYHV�FDXVHG�ILUHV�DQG�GHVWUR\HG�FURSV�DQG

DJULFXOWXUDO�SURSHUW\�DGMRLQLQJ�UDLOZD\�OLQHV��FRPPRQ�ODZ�KDG�WR�HYROYH��DQG�VXEVHTXHQWO\

VWDWXWRU\�ODZ�ZDV�SDVVHG��WR�DVVLJQ�UHVSRQVLELOLWLHV�DQG�DZDUG�GDPDJHV��ZKLFK�HQFRXUDJHG

UDLOZD\�RSHUDWRUV�WR�ILW�VSDUN�DUUHVWHUV�WR�ORFRPRWLYHV��

��� 7KH�SURJUHVV�RI�VSHFLDOLVDWLRQ�DQG�JURZWK�LQ�WUDGH�ZDV�RI�FRXUVH�QRW�VPRRWK��EXW

HEEHG�DQG�IORZHG�WKURXJK�KLVWRU\�ZLWK�PDQ\�LQIOXHQFHV��LQFOXGLQJ�SROLF\�FKDQJHV���)RU

H[DPSOH�WKH�UHSHDO�RI�WKH�&RUQ�/DZV�LQ������ZKLFK�XVKHUHG�LQ�%ULWDLQ
V�HPEUDFH�RI�IUHH

WUDGH��SUREDEO\�FRQWULEXWHG��WRJHWKHU�ZLWK�WKH�WHFKQRORJLFDO�DGYDQFHV�RI�WKDW�HUD��WR

DFFHOHUDWHG�ZRUOG�WUDGH�JURZWK��

��� $W�WKH�PDFURHFRQRPLF�OHYHO��LW�VHHPV�OLNHO\�WKDW�E\�WKH�HQG�RI�WKH���WK�FHQWXU\�


JOREDOLVDWLRQ
�LQ�WKH�VHQVH�RI�QHW�DQQXDO�LQWHUQDWLRQDO�WUDGH�DQG�FDSLWDO�IORZV�DV�D

SURSRUWLRQ�RI�FRQWHPSRUDU\�*'3��ZDV�DERXW�DV�DGYDQFHG�DV�LW�LV�WRGD\���)RU�H[DPSOH�PRVW

LQGXVWULDO�HFRQRPLHV
�WUDGH�WR�*'3�UDWLRV�ZHUH�DOPRVW�DV�ELJ�DV�WRGD\
V���1HW�FDSLWDO�IORZV

ZHUH�DOUHDG\�DFWXDOO\�ODUJHU�UHODWLYH�WR�*'3�WKDQ�WKH\�DUH�WRGD\��WKRXJK�WKHUH�LV�QR�GRXEW

JURVV�FDSLWDO�IORZV�DUH�QRZ�PXFK�KLJKHU��DQG�RI�FRXUVH�PXFK�PRUH�TXLFNO\�UHVSRQVLYH

WR�QHZ�LQIRUPDWLRQ��WKDQ�����\HDUV�DJR����7R�SXW�WKH�VDPH�REVHUYDWLRQ�DQRWKHU�ZD\��WKH

FRUUHODWLRQV�EHWZHHQ�GRPHVWLF�VDYLQJV�DQG�LQYHVWPHQW�UDWHV�ZHUH�DFWXDOO\�ORZHU�DW�WKH�WXUQ

RI�WKH�ODVW�FHQWXU\�WKDQ�WRGD\��VR�WKDW�QHW�VDYLQJ�FRXQWULHV�OHQW�RU�LQYHVWHG�PRUH�IXQGV�WR

QHW�ERUURZLQJ�FRXQWULHV�WKDW�KDG�SURILWDEOH�LQYHVWPHQW�RSSRUWXQLWLHV�WKDQ�WRGD\���$XVWUDOLD

HYHQ�WKHQ�ZDV�D�SULQFLSOH�EHQHILFLDU\�RI�WKRVH�FDSLWDO�IORZV��DYHUDJLQJ�D�FXUUHQW�DFFRXQW

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

�� %HUQVWHLQ��3�/��$JDLQVW�WKH�*RGV���WKH�5HPDUNDEOH�6WRU\�RI�5LVN��-RKQ�:LOH\�DQG�6RQV��1HZ�<RUN��������S����
�� ,ELG��SS������������DQG��������
�� 6HH�.LQGOHEHUJHU��&�3��0DQLDV��3DQLFV�DQG�&UDVKHV���$�+LVWRU\�RI�)LQDQFLDO�&ULVHV��������%DVLF�%RRNV��1HZ�<RUN��DQG

&RDVH��5�+��7KH�3UREOHP�RI�6RFLDO�&RVW��-RXUQDO�RI�/DZ�DQG�(FRQRPLFV�9RO�,,,�2FWREHU�������SS�������HVS�SS�������
� %KDJZDWL��-���������3URWHFWLRQLVP��0,7�3UHVV��&DPEULGJH�0DVVDFKXVHWWV��SS�������



��

GHILFLW��&$'��RI�����SHU�FHQW�RI�*'3�IURP������WR��������&DQDGD
V�SHUIRUPDQFH�ZDV�HYHQ

PRUH�UHPDUNDEOH��DYHUDJLQJ�D�����SHU�FHQW�&$'�RYHU�WKH�VDPH�SHULRG����(XURSHDQ

FRXQWULHV
�VWRFNV�RI�GLUHFW�LQYHVWPHQW�DEURDG�ZHUH�PXFK�ODUJHU�UHODWLYH�WR�*'3�DW�WKH�HQG

RI�ODVW�FHQWXU\�WKDQ�WKH\�DUH�WRGD\���(YHQ�LQWHUQDWLRQDO�ODERXU�IORZV�ZHUH�ODUJHU�WKHQ�WKDQ

QRZ���

��� 7KH�SRWHQWLDO�ULVNV�RI�VXFK�KLJK�LQWHUQDWLRQDO�OLQNV�ZHUH�PDQDJHG�TXLWH�GLIIHUHQWO\

WKHQ�WKDQ�QRZ���)RU�H[DPSOH��H[FKDQJH�UDWH�ULVNV�ZHUH�SUHYHQWHG�E\�WKH�JROG�VWDQGDUG��DQG

RWKHU�LQWHUQDWLRQDO�FRPPHUFLDO�DQG�SROLWLFDO�ULVNV�LQ�WUDGH�DQG�LQYHVWPHQW�ZHUH�OLPLWHG�E\

WKH�IDFW�WKDW�LQWHUQDWLRQDO�IORZV�WRRN�SODFH�ODUJHO\�ZLWKLQ�FRORQLDO�OLQNV�

��� 7RGD\��KRZHYHU��WKH�KLJK�GHJUHH�RI�JOREDOLVDWLRQ�DW�WKH�HQG�RI�WKH���WK�FHQWXU\�LV

ODUJHO\�IRUJRWWHQ��EHFDXVH�EHQFKPDUNV�LQ�OLYLQJ�PHPRU\�KDYH�EHHQ�VHW�E\�WKH

EHJJDU�WK\�QHLJKERXU�URXQGV�RI�WDULII�HVFDODWLRQV��FRPSHWLWLYH�H[FKDQJH�UDWH�GHSUHFLDWLRQV

DQG�WKH�HUHFWLRQ�RI�FDSLWDO�FRQWUROV�WKDW�DFFRPSDQLHG�WKH�*UHDW�'HSUHVVLRQ�

��� 7UDGH�EDUULHUV�HUHFWHG�LQ�WKH�*UHDW�'HSUHVVLRQ�RQO\�EHJDQ�WR�EH�GLVPDQWOHG�LQ

HDUQHVW�DIWHU�:RUOG�:DU�7ZR��ZLWK�WKH�FUHDWLRQ�RI�WKH�*HQHUDO�$JUHHPHQW�RQ�7DULIIV�DQG

7UDGH��*$77����*RYHUQPHQWV�RI�WKH�LQGXVWULDO�HFRQRPLHV�FXW�WDULIIV�E\�VRPH����SHU�FHQW

WKURXJK�VXFFHVVLYH�*$77�URXQGV�RI�EDUJDLQLQJ�WKURXJK�WR�WKH�HDUO\�����V��DQG�WKDW

H[WHQGHG�SURFHVV�FRQWULEXWHG�WR�WKH�OHDGLQJ�UROH�RI�WUDGH�JURZWK�LQ�VWLPXODWLQJ�RYHUDOO

HFRQRPLF�JURZWK�LQ�WKH�VHFRQG�KDOI�RI�WKLV�FHQWXU\�

��� ,Q�FRQWUDVW�WR�WKLV�VORZ�EXW�VWHDG\�WUDGH�OLEHUDOLVDWLRQ��FDSLWDO�FRQWUROV�ZHUH

PDLQWDLQHG�XQWLO�DIWHU�WKH�EUHDNGRZQ�RI�WKH�%UHWWRQ�:RRGV�DUUDQJHPHQWV�IURP

�����WR�������DQG�SHUVLVWHG�LQ�PLQRU�IRUP�LQ�VXFK�PDMRU�HFRQRPLHV�DV�)UDQFH�DQG�,WDO\

XQWLO�DV�UHFHQWO\�DV��������2QH�UHDVRQ�ILQDQFLDO�JOREDOLVDWLRQ�KDV�UHFHQWO\�SURFHHGHG�VR�IDVW

LV�WKDW�LW�ZDV�UHSUHVVHG�E\�FDSLWDO�FRQWUROV�IRU�VR�ORQJ�

��� 6R�WKH�GHJUHH�RI�LQWHUQDWLRQDO�WUDGH�DQG�FDSLWDO�IORZV�DW�WKH�HQG�RI�WKH���WK�FHQWXU\�LV

QRW�XQSUHFHGHQWHG���5DWKHU��LQ�PRGHUQ�WLPHV�LW�LV�WKH�KHLJKWV�RI�WUDGH�DQG�FDSLWDO

UHVWULFWLRQV�LQ�WKH�LQWHU�:DU�HUD�WKDW�VKRXOG�EH�UHJDUGHG�DV�H[FHSWLRQDO�

��� 6HHQ�DJDLQVW�WKLV�KLVWRULFDO�EDFNJURXQG��WKH�FXUUHQW��GLVWLQFWLYH�HOHPHQW�RI

JOREDOLVDWLRQ�FDQ�EH�FRQVLGHUHG�LQ�ODUJH�SDUW�WR�EH�D�SDUWLFXODU�W\SH�RI�WHFKQRORJLFDO�FKDQJH

LQ�WKH�����V�DQG�����V���WKH�SUHFLSLWRXV�IDOO�LQ�WKH�FRVW�RI�LQIRUPDWLRQ�WHFKQRORJ\�

LQFOXGLQJ�VHPLFRQGXFWRUV��FRPSXWHUV��VRIWZDUH�DQG�WHOHFRPPXQLFDWLRQV���6LQFH�������WKH

UHDO�FRVW�RI�SURFHVVLQJ�LQIRUPDWLRQ�KDV�IDOOHQ�PRUH�WKDQ����SHU�FHQW���

��� 7KLV�IDOO�LQ�WKH�FRVW�RI�,7�KDV�JUHDWO\�UHGXFHG�WKH�FRVW�RI�SURGXFLQJ�DQG�WUDGLQJ�LQ

PDQ\�VHUYLFHV���7KLV�WHFKQRORJLFDO�FKDQJH�LQWHUDFWHG�ZLWK�JUHDW�VRFLDO�DQG�LQVWLWXWLRQDO

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

�� %D\RXPL��7��
6DYLQJ�³�,QYHVWPHQW�&RUUHODWLRQV
���,0)�6WDII�3DSHUV�9RO����1R����SS����������������FLWHG�LQ�1=
7UHDVXU\�:RUNLQJ�3DSHU�������(FRQRPLF�,QWHJUDWLRQ�DQG�0RQHWDU\�8QLRQ��E\�$QGUHZ�&ROHPDQ�

��� :RRGDOO��3��
6XUYH\�RI�WKH�:RUOG�(FRQRP\���WKH�KLWFKKLNHU
V�JXLGH�WR�F\EHUQRPLFV
��7KH�(FRQRPLVW�����6HSWHPEHU
�������6HH�DOVR�7KH�(FRQRPLVW����2FWREHU������

��� 6PLWK��&�:���*OREDOL]DWLRQ�RI�)LQDQFLDO�0DUNHWV��&DUQHJLH�5RFKHVWHU�&RQIHUHQFH�6HULHV�RQ�3XEOLF�3ROLF\��9ROXPH���
6SULQJ�������1RUWK�+ROODQG��SS�������



��

LQQRYDWLRQ�LQ�VXEFRQWUDFWLQJ��RXWVRXUFLQJ�RU�OLFHQVLQJ�PDQ\�DVSHFWV�RI�ZRUN���,W�VHHPV

OLNHO\�WKDW�WKH�GHYHORSPHQW�RI�LQWHUQDWLRQDO�VWDQGDUGV�LQ�LPSRUWDQW�FRPPHUFLDO�DUHDV�VXFK

DV�DFFRXQWLQJ�DQG�DXGLWLQJ�KDV�DOVR�FRQWULEXWHG���7RJHWKHU��WKHVH�GHYHORSPHQWV�IDFLOLWDWHG

JUHDWHU�VSHFLDOLVDWLRQ�DQG�LQWHUQDWLRQDO�WUDGH��SDUWLFXODUO\�LQ�PDQ\�VHUYLFHV�WKDW�FRXOG

SUHYLRXVO\�RQO\�EH�VXSSOLHG�ZLWKLQ�QDWLRQDO�RU�UHJLRQDO�ERXQGDULHV��RU�HYHQ�RQO\�ZLWKLQ�WKH

ERXQGDULHV�RI�WKH�ILUP�LWVHOI��

��� &XUUHQW�LQWHUHVWLQJ�H[DPSOHV�RI�VXFK�JOREDOLVDWLRQ�LQFOXGH�DQ�$XVWUDOLDQ�FRPSXWHU

ERRNLQJ�FHQWUH�IRU�DQ�LQWHUQDWLRQDO�DLUOLQH�KHDGTXDUWHUHG�LQ�$VLD��DQG�LQWHUQDWLRQDO�VKDUHG

VHUYLFH�FHQWUHV��VXFK�DV�,QILQLXP��D�MRLQW�YHQWXUH�LQ�6LQJDSRUH�E\�([[RQ�DQG�6KHOO�WR

SURYLGH�RXWVRXUFHG�JOREDO�DFFRXQWLQJ�VHUYLFHV�WR�WKH�JOREDO�RSHUDWLRQV�RI�ERWK

FRUSRUDWLRQV��LQFOXGLQJ�WKHLU�$PHULFDQ�DQG�(XURSHDQ�KHDG�RIILFHV�����6XFK�RSHUDWLRQV��DQG

KXQGUHGV�RI�RWKHUV�OLNH�WKHP��ZRXOG�KDYH�EHHQ�FRPPHUFLDOO\�LQFRQFHLYDEOH�HYHQ����\HDUV

DJR��EHLQJ�SURKLELWLYHO\�H[SHQVLYH�ZLWK�WKHQ�SUHYDLOLQJ�FRPSXWLQJ�DQG�FRPPXQLFDWLRQ

WHFKQRORJLHV��DQG�WKHUHIRUH�ERXQG�WR�
LQ�KRXVH
�SURYLVLRQ�LQ�PHWURSROLWDQ�FRUSRUDWH

KHDGTXDUWHUV��

��� 7KH�RWKHU�UHPLQGHU�IURP�LQWHU�ZDU�KLVWRU\�LV�WKDW��FRQWUDU\�WR�SRSXODU�FRQWHPSRUDU\

FODLPV��JOREDOLVDWLRQ�LV�QRW�QHFHVVDULO\�LUUHYHUVLEOH��LW�ZDV�LQ�IDFW�UHYHUVHG�YHU\�HIIHFWLYHO\�LQ

WKH�VHFRQG�TXDUWHU�RI�WKLV�FHQWXU\���7KH�PRUH�SHUWLQHQW�REVHUYDWLRQ�LV�WKDW�WKDW�UHYHUVDO

FRVW�XV�DOO�YHU\�GHDUO\��EHFDXVH�LW�LQYROYHG�WKH�VDFULILFH�RI�WKH�JDLQV�RI�VSHFLDOLVDWLRQ�DQG

LQWHUQDWLRQDO�WUDGH����:H�ZRXOG�KRSH�WKDW�JOREDOLVDWLRQ�ZRXOG�LQ�SUDFWLFH�EH�PRUH�GLIILFXOW

WR�UHYHUVH�WRGD\�WKDQ�LQ�WKH�*UHDW�'HSUHVVLRQ���5HDVRQV�LQFOXGH���WKH�LQVWLWXWLRQDO

IRXQGDWLRQV�IRU�LQWHUQDWLRQDO�FRPPHUFH�DQG�ILQDQFH�DUH�QRZ�VRXQGHU���WKH�FRPPLWPHQWV

WR�DYRLGLQJ�SURWHFWLRQLVP�DUH�QRZ�HPEHGGHG�LQ�D�PXOWLODWHUDO�WUHDW\�DQG�RWKHU�PXOWLODWHUDO

FRPPLWPHQWV��VXFK�DV�LQ�$3(&���UDWKHU�WKDQ�RQO\�LQ�DQ�LQFRPSOHWH�QHWZRUN�RI�ELODWHUDO

WUHDWLHV���DQG�WKH�VRFLDO�VDIHW\�QHWV��SULYDWH�LQVXUDQFH�DQG�PDFURHFRQRPLF�DXWRPDWLF

VWDELOLVHUV�WKDW�PLWLJDWH�ZHOIDUH�ORVVHV�LQ�HFRQRPLF�GRZQWXUQV�DUH�QRZ�PXFK�ODUJHU��

)LQDQFLDO�JOREDOLVDWLRQ

��� ,QFUHDVHG�LQWHUQDWLRQDO�WUDGH�LQ�JRRGV�DQG�VHUYLFHV�LV�LQH[WULFDEO\�OLQNHG�WR�LQFUHDVHG

LQWHUQDWLRQDO�ILQDQFLDO�IORZV�WKURXJK�FRPSOH[�UHODWLRQVKLSV�

��� $W�WKH�PLFURHFRQRPLF�OHYHO��DQ\�LQWHUQDWLRQDO�WUDGH�LQ�D�JRRG�RU�D�VHUYLFH�JLYHV�ULVH

WR�DVVRFLDWHG�LQWHUQDWLRQDO�SD\PHQW�WUDQVDFWLRQV��DQG�IUHTXHQWO\�JHQHUDWHV�WKH�LQWHUQDWLRQDO

SURYLVLRQ�RI�DGGLWLRQDO�ILQDQFLDO�VHUYLFHV�VXFK�DV�EDQNHUV
�DFFHSWDQFHV�RU�OHWWHUV�RI�FUHGLW��RU

KHGJLQJ�LQ�IXWXUHV�RU�RSWLRQV�PDUNHWV�WR�PDQDJH�ULVNV�RI�FKDQJHV�LQ�H[FKDQJH�UDWHV�RU

RWKHU�SULFHV���

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

��� 6HH�)ORUHQFH�&KRQJ��7ZR�WR�7DQJR��7KH�$XVWUDOLDQ�����-XQH�������S����
��� :H�DEVWUDFW�IURP�WKH�VSHFLDO�FDVH�RI�FRXQWHUWUDGH��DQ�LQHIILFLHQW�SURFHVV�DVVRFLDWHG�ZLWK�HLWKHU�WKH�ELUWK�RI

LQWHUQDWLRQDO�WUDGH�LQ�JRRGV�LQ�WKH�DEVHQFH�RI�GHYHORSHG�SD\PHQWV�PDFKLQHU\��WHPSRUDU\�PHDVXUHV�LQ�UHVSRQVH�WR
FDWDVWURSKLF�HFRQRPLF�GLVUXSWLRQV��RU�LGHRORJLFDO�FRQVLGHUDWLRQV�ZKLFK�VKDSHG�WKH�WUDGH�UHODWLRQV�DPRQJ�WKH
IRUPHU�FRPPXQLVW�EORF�



��

��� 3DUDGR[LFDOO\��HYHQ�WKH�LPSRVVLELOLW\�RU�SURKLELWLYH�FRVW�RI�WUDGLQJ�VRPH�JRRGV�FDQ

DOVR�JLYH�ULVH�WR�DQ�LQWHUQDWLRQDO�IORZ�RI�LQYHVWPHQW��IRU�H[DPSOH�WR�ILQDQFH�IRUHLJQ�GLUHFW

LQYHVWPHQW�WR�SURGXFH�WKDW�JRRG�EHKLQG�D�QDWLRQDO�SURWHFWLYH�EDUULHU���RU�RI�ILQDQFH��IRU

H[DPSOH�LQ�OLFHQFH�IHHV�IRU�D�ORFDO�SURGXFHU�WR�PDQXIDFWXUH�D�SURGXFW�XVLQJ�D�WHFKQRORJ\�RU

D�EUDQG�RZQHG�DEURDG��

��� $W�WKH�PDFURHFRQRPLF�OHYHO��LI�D�FRXQWU\�LQYHVWV�PRUH�WKDQ�LW�VDYHV��RU�FRQVXPHV

PRUH�WKDQ�LW�SURGXFHV��LW�PXVW�LPSRUW�FDSLWDO��L�H��UXQ�D�FDSLWDO�DFFRXQW�VXUSOXV�HTXDO�DQG

RSSRVLWH�WR�LWV�FXUUHQW�DFFRXQW�GHILFLW���6R�WKH�OHYHOV�DQG�SDWWHUQV�RI�WKH�ZRUOG
V�QHW

LQWHUQDWLRQDO�FDSLWDO�IORZV�LQ�DQ\�SHULRG�DUH�GHWHUPLQHG�E\�WKH�ODUJH�FRQVWHOODWLRQ�RI

LQIOXHQFHV�WKDW�VHW�FRXQWULHV
�VDYLQJV��LQYHVWPHQW��*'3�DQG�*1(���+RZHYHU��JURVV

LQWHUQDWLRQDO�ILQDQFLDO�IORZV�FDQ�EH�PDQ\�WLPHV�ODUJHU�WKDQ�QHW�IORZV��DQG�LW�LV�WKHVH�JURVV

IORZV�WKDW�DUH�QRZ�DW�XQSUHFHGHQWHGO\�KLJK�OHYHOV��DQG�ZKRVH�YRODWLOLW\�KDV�EHFRPH�RI

JURZLQJ�FRQFHUQ�

5HDVRQV�IRU�WKH�JURZWK�RI�LQWHUQDWLRQDO�ILQDQFLDO
WUDQVDFWLRQV

��� ,QWHUQDWLRQDO�JURVV�ILQDQFLDO�IORZV�KDYH�PXVKURRPHG�RYHU�WKH�ODVW����\HDUV�IRU�PDQ\

UHDVRQV��LQFOXGLQJ�

� WUDGH�KDV�H[SDQGHG�DW�URXJKO\�WZLFH�WKH�UDWH�RI�*'3�JURZWK��LQWHUQDWLRQDO�GLUHFW

LQYHVWPHQW�DW�URXJKO\�WKUHH�WLPHV�WKH�UDWH��DQG�LQWHUQDWLRQDO�HTXLW\�LQYHVWPHQW�DW

VRPH�WHQ�WLPHV�WKDW�UDWH�

� ULVNV�RI�H[FKDQJH�UDWH�PRYHPHQWV�H[SDQGHG�ZLWK�WKH�HQG��EHWZHHQ������WR�������RI

WKH�%UHWWRQ�:RRGV�V\VWHP�RI�IL[HG�H[FKDQJH�UDWHV���6R�WUDGHUV�DQG�SURGXFHUV�KDG�WR

ILQG�QHZ�ZD\V�RI�PDQDJLQJ�WKRVH�ULVNV��DQG�WR�XVH�H[LVWLQJ�PHWKRGV�RI�
ULVN

LQVXUDQFH
�PRUH�LQWHQVLYHO\�

� FDSLWDO�FRQWUROV�ZHUH�DEROLVKHG�LQ�WKH�86�DQG�*HUPDQ\�DOPRVW�LPPHGLDWHO\�DIWHU�WKH

HQG�RI�IL[HG�H[FKDQJH�UDWHV��LQ�WKH�8.�LQ�������LQ�-DSDQ�LQ�������LQ�$XVWUDOLD�LQ������

EXW�LQ�)UDQFH�DQG�,WDO\�QRW�ZKROO\�XQWLO������

� ILQDQFLDO�LQQRYDWLRQ�KDV�H[SDQGHG�WKH�UDQJH�RI�DYDLODEOH�GHULYDWLYH�LQVWUXPHQWV�IRU

SULFLQJ�DQG�WUDGLQJ�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�SUHFHGLQJ�WKUHH�IDFWRUV��DQG

EXVLQHVVHV�KDYH�IRXQG�LW�XVHIXO�WR�SD\�WR�XVH�WKRVH�LQVWUXPHQWV�

� GHPRJUDSKLF�FKDQJHV�LQ�VRPH�RI�WKH�DGYDQFHG�HFRQRPLHV�KDYH�LQFUHDVHG�WKH�VL]H�RI

SHQVLRQ�IXQGV��ZKLFK�LQ�WXUQ�KDYH�LQFUHDVLQJO\�VRXJKW�LQWHUQDWLRQDO�SRUWIROLR�HTXLW\

LQYHVWPHQWV�WR�IRUP�DQ�LQWHUQDWLRQDOO\�GLYHUVLILHG�SRUWIROLR�RI�KLJK�\LHOGV�WR�UHGXFH

KRPH�FRXQWU\�ULVNV�

� FRPSHWLWLRQ�LQ�ILQDQFLDO�VHUYLFH�SURYLVLRQ�KDV�FXW�FRVWV���)RU�H[DPSOH�DYHUDJH

FRPPLVVLRQV�RQ�8.�HTXLWLHV�WUDGLQJ�IHOO�E\�DURXQG�WZR�WKLUGV�RYHU�WKH�SHULRG�����



��

WR�������DQG�DYHUDJH�FRPPLVVLRQV�RQ�(XURGROODU�ERQG�LVVXHV�IHOO�E\�DURXQG

���SHU�FHQW�EHWZHHQ������DQG���������DQG

� SHUKDSV�PRVW�LPSRUWDQWO\�LQ�UHFHQW�\HDUV��LQIRUPDWLRQ�WHFKQRORJ\�DGYDQFHV�KDYH

JUHDWO\�UHGXFHG�WKH�FRVWV�RI�LQWHUQDWLRQDO�FRPPXQLFDWLRQ��DQG�RI�PDQDJLQJ�DQG

WUDQVIHUULQJ�IXQGV�

��� 6LQFH�FRPPXQLFDWLRQ�DQG�ILQDQFLDO�WUDQVDFWLRQ�FRVWV�DUH�D�UHODWLYHO\�ODUJH�SDUW�RI�WKH

FRVWV�RI�GRLQJ�LQWHUQDWLRQDO�ILQDQFLDO�EXVLQHVV��WKH�HIIHFW�RI�DGYDQFHV�LQ�,7�RQ�JOREDO�FDSLWDO

PDUNHWV�KDV�EHHQ�HYHQ�ODUJHU�WKDQ�WKHLU�HIIHFWV�RQ�WKH�EURDGHU�HFRQRP\�

$UHDV�DQG�UDWHV�RI�JURZWK�LQ�LQWHUQDWLRQDO�ILQDQFLDO
IORZV

��� *URZWK�LQ�LQWHUQDWLRQDO�ILQDQFLDO�IORZV�KDV�QRW�EHHQ�UHVWULFWHG�WR�QHZ�ILQDQFLDO

GHULYDWLYHV��SRUWIROLR�DQG�GLUHFW�LQYHVWPHQW�IORZV��DQG�WUDGLWLRQDO�EDQN�ORDQV�KDYH�DOVR

JURZQ�VWURQJO\���7DEOH���LOOXVWUDWHV�WKH�UDSLGO\�LQFUHDVLQJ�VL]H�RI�WKHVH�IORZV�VLQFH�WKH

PLG�����V���6LQFH�WKH�����V��SRUWIROLR�FDSLWDO�IORZV�KDYH�RIWHQ�EHHQ�ODUJHU�WKDQ�GLUHFW

LQYHVWPHQW�DQG�EDQN�FUHGLW�IORZV�FRPELQHG�

7DEOH�����*OREDO�3RUWIROLR�DQG�GLUHFW�LQYHVWPHQW�IORZV��QHW�EDQN�FUHGLW��

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

2XWIORZV
��86EQ�

'LUHFW �� �� ��� ��� ��� ��� ��� ��� ��� ��� ���

3RUWIROLR �� �� ��� ��� ��� ��� ��� ��� ��� ��� ���

7RWDO �� ��� ��� ��� ��� ��� ��� ��� ��� ��� ����

,QIORZV

��86EQ�

'LUHFW �� �� ��� ��� ��� ��� ��� ��� ��� ��� ���

3RUWIROLR �� �� ��� ��� ��� ��� ��� ��� ��� ��� ����

7RWDO �� ��� ��� ��� ��� ��� ��� ��� ��� ���� ����

1HW�%DQN�&UHGLW ��� ��� ��� ��� �� ��� ��� ��� ��� ��� ���

6RXUFH���$QGHUVHQ���������,0)��%DODQFH�RI�3D\PHQWV�6WDWLVWLFV�<HDUERRN��%,6�$QQXDO�5HSRUW�������

��� $�SDUWLFXODU�IHDWXUH�RI�VKRUW�WHUP�FDSLWDO�IORZV�LV�WKH�VSHHG�ZLWK�ZKLFK�VXFK�IORZV

FDQ�UHYHUVH�WKHPVHOYHV���$Q�REYLRXV�H[DPSOH�LV�WKH�VKDUS�UHYHUVDO�RI�SULYDWH�FDSLWDO�LQIORZ

LQWR�WKH�$VLDQ�UHJLRQ�EHJLQQLQJ�LQ�PLG��������$FFRUGLQJ�WR�%DQN�RI�,QWHUQDWLRQDO

6HWWOHPHQWV��%,6��HVWLPDWHV��QHW�SULYDWH�FDSLWDO�LQIORZ�LQWR�WKH�$VLDQ�UHJLRQ�IHOO�IURP

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

�� &LWHG�LQ�(GH\�DQG�+YLGLQJ��������
�� ,Q�SULQFLSOH��JOREDO�LQIORZV�VKRXOG�HTXDO�JOREDO�RXWIORZV��MXVW�DV�JOREDO�DJJUHJDWHV�IRU�H[SRUWV�VKRXOG�HTXDO�JOREDO

DJJUHJDWHV�IRU�LPSRUWV���+RZHYHU��IRU�YDULRXV�UHDVRQV��FRXQWULHV�JHQHUDOO\�GR�QRW�FRUUHFWO\�UHFRUG�DOO�WUDQVDFWLRQV�
RU�FRUUHVSRQGLQJ�WUDQVDFWLRQV�DUH�FODVVLILHG�GLIIHUHQWO\���7KLV�OHDGV�WR�HUURUV�DQG�RPLVVLRQV�LQ�QDWLRQDO�GDWD�WKDW
FDXVH�GLVFUHSDQFLHV�LQ�JOREDO�DJJUHJDWHV�



��

�86���ELOOLRQ�LQ������WR�RXWIORZV�RI��86���ELOOLRQ�LQ������DQG��86���ELOOLRQ�LQ��������

'ULYLQJ�WKLV�UHYHUVDO�ZDV�D�UHGXFWLRQ�LQ��ODUJHO\�VKRUW�WHUP��FRPPHUFLDO�EDQN�FUHGLWV�ZKLFK

UHYHUVHG�DQ�LQIORZ�RI�RYHU��86���ELOOLRQ�LQ������WR�DQ�RXWIORZ�RI��86���ELOOLRQ�LQ�WKH

IROORZLQJ�\HDU��(DWZHOO�DQG�7D\ORU�������

%R[���LOOXVWUDWHV�JURZWK�LQ�FDSLWDO�IORZV�LQ�D�UDQJH�RI�RWKHU�PDUNHWV�

%R[�����*URZWK�LQ�JOREDO�ILQDQFLDO�IORZV�²�VRPH�H[DPSOHV

)RUHLJQ�H[FKDQJH�WUDGLQJ

6LQFH�WKH�DEROLWLRQ�RI�FRQWUROV�LQ�WKH�HDUO\�����V��LQWHUQDWLRQDO�FDSLWDO�IORZV�KDYH

JURZQ�H[SRQHQWLDOO\��ZLWK�JURZWK�LQ�IRUHLJQ�H[FKDQJH�WUDGLQJ�SURYLGLQJ�WKH�HDUO\

LPSHWXV�

(DWZHOO���������FLWHV�%,6�HVWLPDWHV�WKDW�E\�������IRUHLJQ�H[FKDQJH�WUDGLQJ�HTXDOHG�D

GDLO\�DYHUDJH�RI�����ELOOLRQ�ZLWK�D�UDWLR�RI�IRUH[�WUDGLQJ�WR�JOREDO�WUDGH�RI����WR�����%\

������WUDGLQJ�DYHUDJHG������ELOOLRQ�D�GD\��D�UDWLR�RI����WR����DQG�LQ�����

�������ELOOLRQ�ZLWK�D�UDWLR�RI����WR���

%RQG�WUDGLQJ

7KH�ERQG�PDUNHW��(DWZHOO�QRWHV��EHJDQ�WR�JURZ�FRQVLGHUDEO\�IDVWHU�LQ�WKH�����V�

� ¶)URP������WR������WRWDO�FURVV�ERUGHU��FURVV�FXUUHQF\��VDOHV�DQG�SXUFKDVHV�RI

8QLWHG�6WDWHV�7UHDVXU\�ERQGV�URVH�IURP�����ELOOLRQ�WR������ELOOLRQ���6DOHV�DQG

SXUFKDVHV�RI�ERQGV�DQG�HTXLWLHV�EHWZHHQ�IRUHLJQHUV�DQG�8QLWHG�6WDWHV�UHVLGHQWV

URVH�IURP���SHU�FHQW�RI�8QLWHG�6WDWHV�*'3�LQ������WR���SHU�FHQW�LQ������WR

����SHU�FHQW�LQ��������2YHU�WKH�VDPH�SHULRG��FURVV�ERUGHU�VHFXULWLHV�WUDQVDFWLRQV

LQ�WKH�8QLWHG�.LQJGRP�URVH�IURP�¶YLUWXDOO\�QRWKLQJ·�WR�PRUH�WKDQ������SHU�FHQW

RI�*'3�·

%DQN�OHQGLQJ

,Q�D�VLPLODU�ZD\��WKH�VWRFN�RI�LQWHUQDWLRQDO�EDQN�OHQGLQJ�KDV�VXUJHG�IURP������ELOOLRQ

LQ������WR�������ELOOLRQ�LQ������

$OO�ILQDQFLDO�DVVHWV

7KH�0F.LQVH\�*OREDO�,QVWLWXWH�HVWLPDWHV�WKDW�WKH�VWRFN�RI�DOO�ILQDQFLDO�DVVHWV�WUDGHG

LQ�JOREDO�PDUNHWV�URVH�IURP��������ELOOLRQ�LQ������WR���������ELOOLRQ�LQ�������WZLFH

WKH�*'3�RI�WKH�2(&'�HFRQRPLHV���7KH�,QVWLWXWH�KDV�HVWLPDWHG�WKDW�WKH�VWRFN�RI

WKHVH�DVVHWV�ZLOO�KDYH�UHDFKHG���������ELOOLRQ�LQ�������WKUHH�WLPHV�2(&'�*'3�

�:RRGDOO��������

��� 7KH�PRVW�H[WUDRUGLQDU\�JURZWK�KDV�EHHQ�LQ�WKH�
QRWLRQDO�SULQFLSDO
�YDOXH�RI�LQWHUHVW

UDWH��FXUUHQF\��HTXLW\�DQG�FRPPRGLW\�GHULYDWLYHV���%\�IDU�WKH�IDVWHVW�JURZWK�KDV�EHHQ�LQ

LQWHUHVW�UDWH�DQG�FXUUHQF\�GHULYDWLYHV��ZKLFK�FRQVWLWXWH�DERXW����SHU�FHQW�RI�WKH�WRWDO���%\

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

�� �&KLQD��,QGLD��,QGRQHVLD��.RUHD��0DOD\VLD��WKH�3KLOLSSLQHV��6LQJDSRUH��7DLZDQ�DQG�7KDLODQG�



��

������WKH�QRWLRQDO�YDOXH�RI�RXWVWDQGLQJ�FRQWUDFWV�WUDGHG�RYHU�WKH�FRXQWHU�RU�RQ�RUJDQLVHG

H[FKDQJHV�ZDV�DURXQG��86���WULOOLRQ���%\�������WKLV�KDG�ULVHQ�WR�DURXQG��86���WULOOLRQ���

��� :KLOH�WKHVH�YDOXHV�DQG�JURZWK�UDWHV�FRXOG�UHDVRQDEO\�EH�GHVFULEHG�DV�DVWURQRPLFDO��LW

LV�ZRUWK�QRWLQJ�WKDW�WKH�
QRWLRQDO�SULQFLSDO
�YDOXHV�FRPPRQO\�FLWHG�DUH�WKH�IDFH�YDOXHV�RI

WKH�FRQWUDFWV�WUDGHG���+RZHYHU��ZLWK�WKHVH�SURGXFWV��W\SLFDOO\�RQO\�IUDFWLRQV�RI�WKH�IDFH

YDOXH�RI�WKH�FRQWUDFWV�DUH�WKH�VXEMHFW�RI�PDUJLQ�FDOOV��DFFRUGLQJ�WR�SULFH�PRYHPHQWV�LQ�WKH

XQGHUO\LQJ�SURGXFW�FRYHUHG�E\�WKH�FRQWUDFW���7KXV�WKH�DFWXDO�LQWHUQDWLRQDO�ILQDQFLDO�IORZV�

WKH�FUHGLW�H[SRVXUH��DQG�WKH�PRQH\�DW�ULVN�LQ�WKHVH�GHULYDWLYH�FRQWUDFWV��LV�W\SLFDOO\�RQO\�D

IHZ�SHU�FHQW�RI�WKH�
QRWLRQDO�SULQFLSDO
�YDOXH�����0RUHRYHU��WR�WKH�H[WHQW�WKDW�WKH�DFWXDO

DGGLWLRQDO�LQWHUQDWLRQDO�FDSLWDO�IORZV�DV�D�UHVXOW�RI�GHULYDWLYHV�XVH�VKLIW�ULVN�WR�WKRVH�PRVW

DEOH�WR�EHDU�LW��VXFK�LQFUHDVHV�DUH�OLNHO\�WR�EH�VWDELOLVLQJ�UDWKHU�WKDQ�GHVWDELOLVLQJ�

7DEOH�����6HOHFWHG�ILQDQFLDO�GHULYDWLYHV�PDUNHWV���86EQ��QRWLRQDO
DPRXQWV�RXWVWDQGLQJ�DW�\HDU�HQG�

,QVWUXPHQWV ���� ���� ���� ���� ����

([FKDQJH�7UDGHG�,QVWUXPHQWV ��� ���� ���� ���� �����

,QWHUHVW�UDWH�RSWLRQV�DQG�IXWXUHV ��� ���� ���� ���� �����

&XUUHQF\�RSWLRQV�DQG�IXWXUHV �� �� �� ��� ��

6WRFN�LQGH[�RSWLRQV�DQG�IXWXUHV �� �� ��� ��� ����

2YHU�7KH�&RXQWHU�,QVWUXPHQWV ��� ���� ���� ���� �����

,QWHUHVW�UDWH�VZDSV ��� ���� ���� ���� ��

&XUUHQF\�DQG�LQWHUHVW�FXUUHQF\ ��� ��� ��� ��� ��

2WKHU �� �� ��� ��� ��

7RWDO ���� ���� ���� ���� �����

6RXUFH���%DQN�RI�,QWHUQDWLRQDO�6HWWOHPHQWV�$QQXDO�5HSRUWV��YDULRXV�

%HQHILWV�IURP�ILQDQFLDO�JOREDOLVDWLRQ

��� )LQDQFLDO�JOREDOLVDWLRQ�GLUHFWV�JOREDO�VDYLQJV�WR�WKHLU�KLJKHVW�UHWXUQV�DQG��WKURXJK�D

PRUH�FRPSOHWH�UDQJH�RI�PRUH�OLTXLG�LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV��DOORZV�WKH�EHWWHU

LGHQWLILFDWLRQ��SULFLQJ�DQG�WUDGLQJ�RI�ULVN���7KHUH�DUH�JUHDW�SRWHQWLDO�DGYDQWDJHV�IRU�JOREDO

DQG�QDWLRQDO�LQFRPH�JURZWK�IURP�WKDW�GHYHORSPHQW��WKRXJK�DOVR��SDUDGR[LFDOO\��VRPH�QHZ

W\SHV�RI�ULVN�PD\�EH�FUHDWHG�DW�WKH�VDPH�WLPH�

� 0RUH�FRPSOHWH�DQG�PRUH�OLTXLG�PDUNHWV�IRU�HTXLW\�DQG�GHEW��DQG�IRU�GHULYDWLYH

LQVWUXPHQWV�VXFK�DV�IXWXUHV�DQG�RSWLRQV��DOORZ�VDYHUV��LQYHVWRUV��SURGXFHUV�DQG

WUDGHUV�WR�EHWWHU�PDQDJH�WKH�ULVNV�RI�SULFH��LQWHUHVW�UDWH�RU�H[FKDQJH�UDWH�PRYHPHQWV�

7KLV�EHQHILW�DULVHV�EHFDXVH�ULVNV�RI�DGYHUVH�LQWHUHVW�UDWH��H[FKDQJH�UDWH�DQG

FRPPRGLW\�SULFH�FKDQJHV�WKDW�PLJKW�LPSDFW�LQ�D�FRPSOH[�SDWWHUQ�RQ�D�SURMHFW��VXFK

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

��� %DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�$QQXDO�5HSRUW��YDULRXV�
�� �,0)��,QWHUQDWLRQDO�&DSLWDO�0DUNHWV���'HYHORSPHQWV��3URVSHFWV�DQG�.H\�3ROLF\�,VVXHV��:RUOG�(FRQRPLF�DQG�)LQDQFLDO

6XUYH\V��6HSWHPEHU�������S����IQ����



��

DV�D�GHFLVLRQ�WR�ILQDQFH�DQG�EXLOG�D�PLQH��DQG�H[SRUW�LWV�RXWSXW��FDQ�EH�EHWWHU

LGHQWLILHG��
XQEXQGOHG
��DQG�SULFHG�LQ�OLTXLG��VSHFLDOLVHG�ILQDQFLDO�PDUNHWV��VHSDUDWHG

IURP�WKHLU�XQGHUO\LQJ�
UHDO
�DFWLYLWLHV��VHWWLQJ�XS�DQG�RSHUDWLQJ�WKH�PLQH���DQG�WUDGHG

WR�WKRVH�EHVW�DEOH�WR�EHDU�WKRVH�ULVNV���:LWK�WKH�EHWWHU�SULFLQJ��WUDGLQJ�DQG

PDQDJHPHQW�RI�ULVNV��XQGHUO\LQJ�DFWLYLW\�FDQ�EH�KLJKHU�WKDQ�LI�WKH�PLQHU�KDG�WR�EHDU

DOO�WKH�ULVNV���

- 2WKHU�H[DPSOHV�PLJKW�LQFOXGH�DQ�$VLDQ�DJULFXOWXUDO�LPSRUWHU�KHGJLQJ

FRPPRGLW\�SULFH�ULVNV�RQ�D�&KLFDJR�FRPPRGLWLHV�H[FKDQJH�DQG�LQWHUHVW�UDWH

DQG�H[FKDQJH�UDWH�ULVNV�RQ�D�/RQGRQ�ILQDQFLDO�H[FKDQJH��RU�D�&DQDGLDQ�IXHO

LPSRUWHU�KHGJLQJ�RQ�1HZ�<RUN�HQHUJ\�DQG�ILQDQFLDO�H[FKDQJHV���7KH

FRXQWHUSDUWLHV�WR�VXFK�KHGJLQJ�PLJKW�EH�RWKHU�WUDGHUV�RU�SURFHVVRUV�LQ�WKLUG

FRXQWULHV�IDFLQJ�RSSRVLWH�ULVNV��RU�VSHFXODWRUV�VLPSO\�SUHSDUHG�WR�DFW�RQ�WKHLU

EHOLHI�WKDW�SULFHV�DUH�PRUH�OLNHO\�WR�PRYH�LQ�RQH�GLUHFWLRQ�WKDQ�WKH�RWKHU�

7UDQVDFWLRQV�RI�WKLV�W\SH�KDYH�FRQWULEXWHG�WR�WKH�ZLGHO\�REVHUYHG�H[SORVLRQ�LQ

WKH�YROXPH�RI�JURVV�LQWHUQDWLRQDO�ILQDQFLDO�IORZV��WR�PDQ\�PXOWLSOHV�RI�WKH

DQQXDO�YDOXH�RI�JOREDO�WUDGH��RU�RI�QHW�JOREDO�FDSLWDO�IORZV��RU�RI�*'3���

$�VLQJOH�WUDGH�IORZ�RI������RI�JRRGV�PLJKW�JLYH�ULVH�WR�JURVV�WUDGH�ILQDQFLQJ�

IXWXUHV�KHGJLQJ��DQG�RWKHU�VHFRQGDU\�ILQDQFLDO�PDUNHW�IORZV�RI�PDQ\�WLPHV�WKDW

DPRXQW���%XW�WKRVH�
H[FHVV
�WUDQVDFWLRQV�DUH�QRW�HFRQRPLFDOO\�PHDQLQJOHVV��RU


FDVLQR
�HQWHUWDLQPHQW�IRU�WKH�WUDGHUV�LQYROYHG��WKH\�VHUYH�D�UHDO�HFRQRPLF��DQG

VRFLDO��SXUSRVH�RI�DOORZLQJ�UHDO�SURGXFWLRQ�WR�EH�KLJKHU�WKDQ�LW�RWKHUZLVH�FRXOG

EH�

- 2QH�OHVVRQ�IURP�WKH�$VLDQ�FULVLV�LV�WKDW�EXVLQHVVHV�LQ�PDQ\�UHJLRQDO�HFRQRPLHV

ZRXOG�KDYH�EHHQ�EHWWHU�VHUYHG�E\�SDUWLFLSDWLQJ�PRUH�LQ�WKH�H[SOLFLW�SULFLQJ�DQG

WUDGLQJ�RI�ULVNV�RI�H[FKDQJH�UDWH�DQG�LQWHUHVW�UDWH�FKDQJHV��WKDQ�LQ�EHOLHYLQJ

JRYHUQPHQW�DVVXUDQFHV�WKDW�WKRVH�ULVNV�GLG�QRW�H[LVW�

� 0RUH�FRPSOHWH�DQG�PRUH�OLTXLG�LQWHUQDWLRQDO�PDUNHWV�IRU�HTXLW\�DQG�GHEW�DFKLHYH

EHWWHU�DOORFDWLRQ�RI�ZRUOG�VDYLQJV�WR�WKH�KLJKHVW�\LHOGLQJ�LQYHVWPHQWV���$W�WKH

PLFURHFRQRPLF�OHYHO��PRUH�JOREDOLVHG�ILQDQFLDO�PDUNHWV�FRXOG�DFKLHYH�LQWHUQDWLRQDOO\

ZKDW�D�GHYHORSHG�GRPHVWLF�ILQDQFLDO�VHFWRU�FDQ�DFKLHYH�QDWLRQDOO\��SDUWLFLSDQWV�FRXOG

ERUURZ�DQG�OHQG�LQ�WKH�IDFH�RI�QHJDWLYH�RU�SRVLWLYH�VKRFNV�WR�WKHLU�LQFRPH��VPRRWK

WKHLU�FRQVXPSWLRQ�RYHU�WLPH��DQG�WKXV�LPSURYH�WKHLU�ZHOIDUH�

- ,Q�IDFW��LQGLYLGXDOV
�RU�UHJLRQV
�FRQVXPSWLRQ�DQG�LQFRPH�LV�RQO\�ZHDNO\

FRUUHODWHG�ZLWKLQ�QDWLRQV�EHFDXVH�RI�UHODWLYHO\�HIILFLHQW�QDWLRQDO�ILQDQFLDO

VHFWRUV���%XW�QDWLRQDO�FRQVXPSWLRQ�LV�VWURQJO\�FRUUHODWHG�ZLWK�QDWLRQDO�LQFRPH�

EHFDXVH�RI�UHODWLYHO\�LQFRPSOHWH�JOREDO�ILQDQFLDO�VHFWRUV�

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

��� ,ELG���$QQH[�9�SS���������
�� 1RWH�WKDW�LQ�WKH�H[DPSOHV�JLYHQ��WKH�WUDGH�IORZ�PD\�EH�EHWZHHQ�FRXQWU\�$�DQG�FRXQWU\�%��EXW�WKH�ILQDQFLDO�KHGJLQJ

IORZV�PLJKW�EH�EHWZHHQ�FRXQWU\�$�DQG�FRXQWU\�&��DQG�FRXQWU\�'�DQG�FRXQWU\�&���0DQ\�RI�WKHVH�FRPSOH[�JURVV
IORZV�QHW�RXW�LQ�WKH�WUDGH�DQG�FDSLWDO�DFFRXQW�GDWD�



��

� 0RUH�FRPSOHWH�DQG�PRUH�OLTXLG�LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�ZRXOG�ILQDQFH

LQWHUQDWLRQDO�DUELWUDJH�LQ�JRRGV�DQG�VHUYLFHV�WR�UHGXFH�LQWHUQDWLRQDO�SULFH�GLIIHUHQFHV

�DIWHU�WUDQVSRUW�DQG�RWKHU�WUDQVDFWLRQ�FRVWV��

- 7KDW�ZRXOG�DOVR�HQKDQFH�ZHOIDUH��E\�VKLIWLQJ�PDUNHW�VXSSOLHV��DW�WKH�PDUJLQ�

IURP�QDWLRQDO�PDUNHWV�LQ�ZKLFK�WKH\�DUH�ORZO\�YDOXHG��WR�PDUNHWV�LQ�ZKLFK�WKH\

DUH�PRUH�KLJKO\�YDOXHG�

- 7KLV�H[DPSOH�DJDLQ�UHPLQGV�XV�WKDW�WKH�OLEHUDOLVDWLRQ�DQG�JOREDOLVDWLRQ�RI

JRRGV�PDUNHWV�DQG�ILQDQFLDO�PDUNHWV�JR�KDQG�LQ�KDQG���$V�RQH�FRPPHQWDWRU

QRWHV��¶«��ERWK�JRRGV�PDUNHW�DQG�ILQDQFLDO�PDUNHW�LQWHJUDWLRQ�DUH�QHFHVVDU\

IRU�IXOO�HFRQRPLF�LQWHJUDWLRQ��DV�DQ\�GHVLUHG�FXUUHQW�DFFRXQW�SRVLWLRQ�HQWDLOV

WKH�VLPXOWDQHRXV�H[FKDQJH�RI�ILQDQFLDO�DVVHWV���&RQVHTXHQWO\��LI�ORFDO�SHRSOH

SUHIHU�WR�H[FKDQJH�ILQDQFLDO�LQVWUXPHQWV�ZLWK�RWKHU�ORFDO�SHRSOH�UDWKHU�WKDQ

ZLWK�RXWVLGHUV��JRRGV�PDUNHW�IORZV�ZLOO�EH�LPSHGHG�·��

� 0RUH�FRPSOHWH�DQG�PRUH�OLTXLG�LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�ZRXOG�EHWWHU�SHUIRUP

WKHLU�UROH�LQ�
SULFH�GLVFRYHU\
��E\�ZKLFK�PDUNHW�SULFHV�IRU�D�ILQDQFLDO�DVVHW��HJ�D�VKDUH�

DGMXVW�SURPSWO\�DQG�VPRRWKO\�WR�QHZ�LQIRUPDWLRQ�DERXW�WKH�YDOXH�RI�WKH�XQGHUO\LQJ

DVVHW��WKH�FRPSDQ\����

- /DUJH��OLTXLG�PDUNHWV�HQVXUH�WKDW�D�VHOOHU�RI�DQ�DVVHW�UHFHLYHV�LWV�KLJKHVW�FXUUHQW

SULFH���&RQYHUVHO\��VHJPHQWHG�VPDOOHU�PDUNHWV�UHGXFH�WKH�FKDQFH�WKDW�D�VHOOHU

ZLOO�UHFHLYH�WKH�EHVW�SULFH���7KH�EHVW�
SULFH�GLVFRYHU\
�UHVXOWV�DULVH�ZKHQ�DOO

RIIHUV�WR�EX\�DQG�VHOO�DW�D�JLYHQ�WLPH�DUH�FURVVHG�LQ�WKH�RQH�PDUNHW���7KHVH

FRQVLGHUDWLRQV�KHOS�H[SODLQ�ZK\��ZLWK�WKH�IDOO�LQ�WUDGLQJ�FRVWV�ZLWKLQ�WKH�86�LQ

WKH�����V�DQG�HDUO\�����V�SHUPLWWHG�E\�WKH�VSUHDG�RI�WKH�WHOHJUDSK��WKH�VWRFN

WLFNHU�DQG�WKH�WHOHSKRQH��WKH�1HZ�<RUN�6WRFN�([FKDQJH�VWHDGLO\�LQFUHDVHG�LQ

SURPLQHQFH�DQG�OLTXLGLW\�DW�WKH�H[SHQVH�RI�WKH�PDQ\�VPDOOHU�UHJLRQDO�VWRFN

H[FKDQJHV��EXW�WR�WKH�DGYDQWDJH�RI�HIILFLHQW�FDSLWDO�UDLVLQJ�����:H�ZRXOG�H[SHFW

VLPLODU�IRUFHV�WR�EH�DW�ZRUN�WRGD\�ZLWK�WKH�IDOO�LQ�LQWHUQDWLRQDO�ILQDQFLDO�WUDGLQJ

FRVWV�DV�D�UHVXOW�RI�FKHDSHU�,7�

� )LQDOO\��PRUH�FRPSHWLWLYH�DQG�VSHFLDOLVHG�LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�UHGXFH�WKH

VSUHDGV�EHWZHHQ�ERUURZLQJ�DQG�OHQGLQJ�UDWHV�DQG�WKH�IHHV�IRU�SURYLGLQJ�ILQDQFLDO

LQWHUPHGLDWLRQ���$V�ZLWK�DQ\�FRPSHWLWLRQ�GULYHQ�UHGXFWLRQ�LQ�FRVWV�RI�D�IDFWRU�RI

SURGXFWLRQ��VXFK�GHYHORSPHQWV�DUH�WR�WKH�XOWLPDWH�DGYDQWDJH�RI�D�ZLGH�UDQJH�RI

EXVLQHVVHV�DQG�FRQVXPHUV���

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

��� &ROHPDQ��$��(FRQRPLF�,QWHJUDWLRQ�DQG�0RQHWDU\�8QLRQ��1=�7UHDVXU\�:RUNLQJ�3DSHU�������S���
��� 7KH�VRPHZKDW�DUFDQH�LVVXH�RI�ILQDQFLDO�PDUNHW�HIILFLHQF\�LQ�SULFH�GLVFRYHU\�LV�RXWOLQHG�LQ�<DNRY�$PLKXG�DQG

0HQGHOVRQ��+���7UDGLQJ�0HFKDQLVPV�DQG�9DOXH�'LVFRYHU\���&URVV�1DWLRQDO�(YLGHQFH�DQG�3ROLF\�,PSOLFDWLRQV�
&DUQHJLH�5RFKHVWHU�&RQIHUHQFH�6HULHV�RQ�3XEOLF�3ROLF\��9ROXPH����6SULQJ�������1RUWK�+ROODQG��SS���������

��� 6PLWK��RS�FLW��SS�������
�� �
)XQGV�WKDW�PLJKW�RQFH�KDYH�JRQH�LQWR�EDQNV�RU�OLIH�LQVXUDQFH�FRPSDQLHV�DUH�QRZ�DV�OLNHO\�WR�ZLQG�XS�LQ�PXWXDO

IXQGV�RU�SHQVLRQ��LH�VXSHUDQQXDWLRQ��IXQGV���+HUH�WHFKQRORJ\�SOD\V�DQ�LPSRUWDQW�UROH���0DQ\�RI�WKHVH�QHZ�VDYLQJV
LQVWLWXWLRQV�DUH�PRUH�FRVW�HIILFLHQW�WKDQ�WUDGLWLRQDO�LQWHUPHGLDULHV���,Q�WKH�86�D�����ELOOLRQ�EDQN�KDV�EHWZHHQ�����
DQG������HPSOR\HHV���,Q�FRQWUDVW��D�����ELOOLRQ�PXWXDO�IXQG�FDQ�EH�PDQDJHG�E\����SURIHVVLRQDOV�DQG�D�FRPSXWHU�




��

7KH�ULVNV�RI�LQFUHDVHG�ILQDQFLDO�JOREDOLVDWLRQ

��� 2I�FRXUVH��WR�DUJXH�WKDW�PRUH�ILQDQFLDO�JOREDOLVDWLRQ�LV�SRWHQWLDOO\�ZHOIDUH�HQKDQFLQJ

LV�QRW�WR�VXJJHVW�LW�ZLOO�DXWRPDWLFDOO\�RFFXU�LQ�WKH�ZD\�WKDW�ZLOO�PD[LPLVH�WKH�QHW�EHQHILWV�

��� 2QH�NH\�DUHD�RI�ULVN��QRZ�UHFHLYLQJ�PXFK�DWWHQWLRQ��LV�WKH�SRWHQWLDO�IRU�H[FHVVLYH

YRODWLOLW\�LQ�VKRUW�WHUP�JURVV�FDSLWDO�IORZV���(YHQ�ZKHUH�QHW�DQQXDO�FDSLWDO�IORZV

VXPPDULVHG�LQ�WKH�FDSLWDO�DFFRXQW�RI�WKH�EDODQFH�RI�SD\PHQWV�DUH�QRW�ODUJH��VKRUWHU�WHUP

JURVV�IORZV�DUH�PXFK�ODUJHU�DQG�FDQ�UHYHUVH�YHU\�UDSLGO\�LI�WKHUH�LV�D�FKDQJH�RI�VHQWLPHQW�LQ

FDSLWDO�PDUNHWV���6XFK�UHYHUVDOV�PD\�RFFXU�HLWKHU�
UDWLRQDOO\
�ZLWK�WKH�HPHUJHQFH�RI

SHUWLQHQW�QHZ�LQIRUPDWLRQ�RQ�WKH�FUHGLWZRUWKLQHVV�RU�OLNHO\�SURVSHFWV�RI�LQGXVWULHV�RU

HFRQRPLHV��RU�LQ�D�VHQVH�
LUUDWLRQDOO\
��WKURXJK�KHUG�OLNH�FKDQJHV�LQ�SUHYDLOLQJ�PDUNHW

RSLQLRQ�����7KH�QDWXUH�RI�WKHVH�ULVNV�KDV�EHHQ�FODULILHG�LQ�UHFHQW�VWXGLHV�RI�WKH�OLNHO\�OLQNDJHV

EHKLQG�VR�FDOOHG�ILQDQFLDO�¶FRQWDJLRQ·���

��� &RQWUDU\�SHUKDSV�WR�FXUUHQW�LPSUHVVLRQV��WKH�HYLGHQFH�LV�WKDW�RYHU�WKH�ODVW����\HDUV�

ILQDQFLDO�FULVHV�ZHUH�PRUH�IUHTXHQW�LQ�WKH�SHULRG������WR������WKDQ�PRUH�UHFHQWO\��ZKLOH

EDQNLQJ�FULVHV�ZHUH�DW�WKHLU�SHDN�LQ�WKH�HDUO\�����V���1RW�VXUSULVLQJO\��FULVHV�KDYH�EHHQ

PRUH�IUHTXHQW�LQ�HPHUJLQJ�PDUNHWV�WKDQ�LQ�LQGXVWULDO�HFRQRPLHV�����7KHUH�LV�VRPH�HYLGHQFH

WKDW�¶FRQWDJLRQ·�KDV�EHFRPH�PRUH�SUHYDOHQW��OHDGLQJ�WR�D�JUHDWHU�FOXVWHULQJ�RI�FULVHV���7KH

WHQWDWLYH�ILQGLQJV�IURP�WKHVH�VWXGLHV�FRQILUP�WKH�YDOXH�RI�VRXQG�GRPHVWLF�SROLF\�VHWWLQJV

DQG�UREXVW�FRPPHUFLDO�LQVWLWXWLRQV��HVSHFLDOO\�LQ�WKH�EDQNLQJ�VHFWRU�DQG�WKH�SUXGHQWLDO

VXSHUYLVLRQ�WKHUHRI���

,V�JOREDOLVDWLRQ�QHDU�LWV�OLPLWV"

��� ,Q�DQ�LPDJLQDU\�ZRUOG�ZKHUH�QDWLRQDO�PDUNHWV�ZHUH�VHDPOHVVO\�LQWHJUDWHG�ZLWK�RQH

DQRWKHU��JRRGV��VHUYLFHV�DQG�FDSLWDO�ZRXOG�IORZ�DV�HDVLO\��DQG�SULFHV�ZRXOG�DGMXVW�DV�TXLFNO\�

DPRQJ�QDWLRQV�DV�ZLWKLQ�WKHP��DIWHU�DOORZLQJ�IRU�WUDQVSRUW�FRVW�DQG�WUDQVDFWLRQ�FRVW

GLIIHUHQFHV���,Q�VXFK�D�ZRUOG��LW�ZRXOG�EH�LPSRVVLEOH�WR�PDNH�DQ\RQH�EHWWHU�RII�E\�WUDGLQJ�D

JRRG��D�VHUYLFH�RU�ILQDQFH�IURP�D�ORZHU�YDOXHG�XVH�LQ�RQH�PDUNHW�WR�D�KLJKHU�YDOXHG�XVH�LQ

DQRWKHU�

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

6PLWK��&�:��*OREDOL]DWLRQ�RI�)LQDQFLDO�0DUNHWV��&DUQHJLH�5RFKHVWHU�&RQIHUHQFH�6HULHV�RQ�3XEOLF�3ROLF\��9ROXPH���
6SULQJ�������1RUWK�+ROODQG��S����

��� &RQFHSWV�RI�UDWLRQDOLW\�DQG�LUUDWLRQDOLW\�QHHG�WR�EH�WUHDWHG�FDXWLRXVO\�LQ�GLVFXVVLQJ�PDUNHW�VHQWLPHQW���,QIRUPDWLRQ
IRU�IXQG�PDQDJHUV�WR�PDNH�IXOO\�LQIRUPHG�LQGLYLGXDO�GHFLVLRQV�LV�H[SHQVLYH��DQG�QDWLRQDO�GH�MXUH��DQG�LQWHUQDWLRQDO�GH
IDFWR��OHQGHU�RI�ODVW�UHVRUW�IDFLOLWLHV�FDQ�PDNH�LW�
UDWLRQDO
��LI�QRW�VRFLDOO\�RSWLPDO��IRU�D�IXQG�PDQDJHU�WR�
KLGH�LQ�WKH
KHUG
���,I�DOO�JRHV�ZHOO��IXQG�SHUIRUPDQFH�LV�QR�ZRUVH�WKDQ�DYHUDJH��DQG�LI�WKH�ZRUVW�FRPHV�WR�WKH�ZRUVW��EDG
SHUIRUPDQFH�LV�VWLOO�QR�ZRUVH�WKDQ�DYHUDJH�DQG�LV�XQGHUSLQQHG�E\�
OHQGHU�RI�ODVW�UHVRUW
�LQWHUYHQWLRQ�E\�QDWLRQDO�RU
LQWHUQDWLRQDO�DXWKRULWLHV���7KLV�W\SH�RI�FRQVWUDLQHG�
UDWLRQDOLW\
�LV�D�UHPLQGHU�RI�WKH�LPSRUWDQFH�RI�
PRUDO�KD]DUG
�LQ
DOWHULQJ�WKH�QDWXUH�RI�ILQDQFLDO�EHKDYLRXU�

��� $�VXPPDU\�RI�WKLV�IDPLO\�RI�¶FRQWDJLRQ·�UHVHDUFK��DQG�QHZ�HPSLULFDO�HYLGHQFH�RQ�WKH�UROH�RI�¶FRQWDJLRQ·�LQ�FXUUHQF\
FULVHV�LV�LQ�WKH�,0)
V�:RUOG�(FRQRPLF�2XWORRN�0D\�������&KDSWHU�,,,��SS����³����

��� ,0)�:RUOG�(FRQRPLF�2XWORRN��0D\�������FKDSWHU�,9�SS����³����
��� ,0)�:RUOG�(FRQRPLF�2XWORRN��0D\�������FKDSWHU�,,,�SS����³����



��

��� $JDLQVW�WKDW�K\SRWKHWLFDO�EHQFKPDUN��WKHUH�LV�DEXQGDQW�UHFHQW�HYLGHQFH�WKDW

SURILWDEOH�DQG�VRFLDOO\�EHQHILFLDO�JOREDOLVDWLRQ�SRWHQWLDOO\�KDV�PXFK�IXUWKHU�WR�UXQ�

��� 6LQFH�WKH�PLG�����V��D�QXPEHU�RI�VWXGLHV�KDYH�EHHQ�SXEOLVKHG�FRPSDULQJ�WKH�WUDGH

IORZV��FDSLWDO�IORZV�DQG�SULFH�GLIIHUHQFHV�DPRQJ�WKH�&DQDGLDQ�SURYLQFHV�DQG�EHWZHHQ�WKHP

DQG�WKH�86��DQG�VLPLODU�VWXGLHV�KDYH�DOVR�EHHQ�SHUIRUPHG�DPRQJ�VRPH�RWKHU�PHPEHUV�RI

WKH�2(&'���:KLOH�WKH�GHWDLOHG�HVWLPDWHV�GLIIHU��DOO�VWXGLHV�VKRZ�WKDW�HYHQ�DPRQJ�FORVHO\

LQWHJUDWHG�HFRQRPLHV�DQG�DIWHU�DOORZLQJ�IRU�GLVWDQFH��PDUNHW�VL]H�DQG�WUDQVDFWLRQV�FRVWV�

WKHUH�UHPDLQV�D�YHU\�ODUJH�
KRPH�ELDV
��PDUNHWV�GLVWULEXWH�JRRGV��VHUYLFHV�DQG�FDSLWDO�PXFK

PRUH�HIILFLHQWO\�ZLWKLQ�QDWLRQDO�ERXQGDULHV�WKDQ�DFURVV�WKHP�����5HFHQW�JOREDOLVDWLRQ�WUHQGV

KDYH�VRPHZKDW�ORZHUHG�
KRPH�ELDV
��EXW�WKHUH�DUH�OLNHO\�WR�EH�PDQ\�SURILWDEOH

RSSRUWXQLWLHV�WR�UHGXFH�LW�PXFK�IXUWKHU���)RU�H[DPSOH��ZH�KDYH�EDUHO\�EHJXQ�WR�VHH�WKH

SUDFWLFDO�LPSDFW�RI�WKH�LQWHUQHW�RQ�LQWHUQDWLRQDO�WUDGH�LQ�JRRGV�DQG�VHUYLFHV��RU�LQ�UHWDLOLQJ�

EDQNLQJ�RU�VWRFNEURNLQJ�

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

��� $�FRPSUHKHQVLYH�VXPPDU\�RI�VXFK�HYLGHQFH�LV�LQ�+HOOLZHOO��-�)���������'R�1DWLRQDO�%RUGHUV�0DWWHU"�:DVKLQJWRQ�'&�
%URRNLQJV�,QVWLWXWLRQ��&KDSWHU���



��

7(506�2)�5()(5(1&(��

7KH�LPSOLFDWLRQV�RI�WKH�JOREDOLVDWLRQ�RI�LQWHUQDWLRQDO�ILQDQFLDO
PDUNHWV�IRU�WKH�FRQGXFW�RI�ILVFDO�DQG�PRQHWDU\�SROLFLHV�LQ�$XVWUDOLD�
LQFOXGLQJ�PHGLXP�WHUP�DQG�RWKHU�VWUDWHJLHV�WR�FRSH�ZLWK�SRWHQWLDO
YRODWLOLW\�LQ�PDUNHWV�

��� 7KH�IRFXV�RI�PDFURHFRQRPLF�SROLF\�LV�WR�SURYLGH�DQ�HFRQRPLF�HQYLURQPHQW�LQ

ZKLFK�RXWSXW��HPSOR\PHQW��DQG�WKXV�OLYLQJ�VWDQGDUGV�FDQ�JURZ�DV�IDVW�DV�SRVVLEOH�LQ�D

VXVWDLQDEOH�ZD\���)URP�WKLV�SROLF\�SHUVSHFWLYH��WKH�UROH�RI�ILQDQFLDO�PDUNHWV�LV�WR�FRQWULEXWH

WR�JURZWK�LQ�OLYLQJ�VWDQGDUGV�E\�SURPRWLQJ�DQ�HIILFLHQW�DOORFDWLRQ�RI�FDSLWDO�WR�SURILWDEOH

LQYHVWPHQWV�DQG�WKURXJK�WKLV�WR�JURZWK�LQ�RXWSXW�DQG�HPSOR\PHQW�

��� $V�ILQDQFLDO�PDUNHW�JOREDOLVDWLRQ�KDV�GHYHORSHG�RYHU�WKH�SDVW����\HDUV�DQG�UHJXODWLRQ

RI�FDSLWDO�IORZV�KDV�GHFOLQHG��ILQDQFLDO�PDUNHW�SOD\HUV�KDYH�EHFRPH�D�PXFK�PRUH�LPSRUWDQW

GHWHUPLQDQW�RI�WKH�DOORFDWLRQ�RI�FDSLWDO�ERWK�GRPHVWLFDOO\�DQG�LQWHUQDWLRQDOO\���%HFDXVH�RI

WKH�LQFUHDVLQJ�SRWHQWLDO�IRU�FDSLWDO�IORZV�WR�DIIHFW�JURZWK��HPSOR\PHQW�DQG�OLYLQJ

VWDQGDUGV��PDFUR��DQG�PLFUR��HFRQRPLF�SROLF\�KDV�KDG�WR�LQFUHDVLQJO\�UHFRJQLVH��DQG�DGMXVW

WR��WKH�LPSDFW�DQG�EHKDYLRXU�RI�ILQDQFLDO�PDUNHWV�

��� $WWDFKPHQW�$�SURYLGHV�D�VKRUW�SRWWHG�KLVWRU\�RI�KRZ�FKDQJHV�LQ�WKH�UROH�DQG

RSHUDWLRQ�RI�ILQDQFLDO�PDUNHWV�KDYH�DIIHFWHG�WKH�GHYHORSPHQW�RI�PDFURHFRQRPLF�SROLF\�LQ

$XVWUDOLD�

0DQDJLQJ�JOREDOLVDWLRQ�LQ�WKH�����V

��� :KLOH�PDQ\�HFRQRPLVWV�ZRXOG�DJUHH�WKDW�WKHUH�KDYH�EHHQ�LPSRUWDQW�EHQHILWV�IURP

JOREDOLVDWLRQ����D�NH\�HOHPHQW�RI�WKH�FULWLTXH�RI�¶JOREDOLVDWLRQ·�LV�WKDW�WKHUH�DUH�LPSRUWDQW

SRWHQWLDO�FRVWV��SULQFLSDOO\�LQ�WHUPV�RI�DGGLWLRQDO�LQVWDELOLW\�RI�FDSLWDO�IORZV�DQG�YRODWLOLW\�LQ

GRPHVWLF�ILQDQFLDO�PDUNHWV�����7KLV�VHFWLRQ�GLVFXVVHV�ERWK�FRVWV�DQG�EHQHILWV�DQG�WKH�UROH�RI

SROLF\�LQ�UHODWLRQ�WR�WKHVH�LVVXHV�

,QGLFDWRUV�RI�YRODWLOLW\

��� *LYHQ�WKH�LQFUHDVLQJ�VKDUH�RI�FDSLWDO�IORZV�DFFRXQWHG�IRU�E\�VKRUW�WHUP�RU�SRUWIROLR

FDSLWDO�DQG�WKH�LQFUHDVHG�XVH�RI�GHULYDWLYHV�DQG�OHYHUDJLQJ��WKHUH�LV�D�FRQFHUQ�WKDW�ILQDQFLDO

PDUNHW�YRODWLOLW\�KDV�LQFUHDVHG�VLJQLILFDQWO\�

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

���� )RU�H[DPSOH��VHH�$UJ\��������DQG�(GH\�DQG�+YLGLQJ��������
���� )RU�H[DPSOH��VHH�GLVFXVVLRQ�LQ�$UJ\��������



��

��� &OHDUO\��H[FKDQJH�UDWH�YRODWLOLW\�LV�QRZ�KLJKHU�WKDQ�LQ�SHULRGV�ZKHQ�H[FKDQJH�UDWHV

ZHUH�IL[HG�DQG�LQWHUHVW�UDWH�FRQWUROV�IRUPHG�SDUW�RI�$XVWUDOLD·V�UHJXODWRU\�IUDPHZRUN�

+RZHYHU��LW�LV�QRW�FOHDU�WKDW�WKHUH�KDV�EHHQ�D�JHQHUDO�WUHQG�LQFUHDVH�LQ�ILQDQFLDO�PDUNHW

LQVWDELOLW\�DFURVV�PDMRU�HFRQRPLHV�DQG�IRU�$XVWUDOLD�LQ�SDUWLFXODU�LQ�WKH�SHULRG�IROORZLQJ

GHUHJXODWLRQ���0DUNHW�LQVWDELOLW\�LQ�PDMRU�HFRQRPLHV��LQ�JHQHUDO�WHUPV��DSSHDUV�WR�KDYH

SHDNHG�LQ�WKH�HDUO\�����V��VKRZLQJ�D�GHFOLQH�WKHUHDIWHU���

��� %\�ZD\�RI�H[DPSOH��7DEOH���EHORZ�VKRZV�VHYHUDO�PHDVXUHV�RI�YRODWLOLW\�LQ�$XVWUDOLD·V

ILQDQFLDO�PDUNHWV�VLQFH�WKH�����V�

7DEOH�����9RODWLOLW\�LQ�$XVWUDOLDQ�ILQDQFLDO�PDUNHWV��VWDQGDUG
GHYLDWLRQV�RI�PRQWKO\�SHUFHQWDJH�FKDQJH�

([FKDQJH�5DWH ,QWHUHVW�5DWHV (TXLWLHV

�$��86
7UDGH

:HLJKWHG�,QGH[ ���\HDU�%RQGV $OO�2UGV

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

������� ��� ��� ��� ���

�����FXUUHQW ��� ��� ��� ���

�����FXUUHQW ��� ��� ��� ���

9RODWLOLW\�PHDVXUHG�DV�VWDQGDUG�GHYLDWLRQ�RI�PRQWKO\�FKDQJHV��SHU�FHQW�ZLWK�H[FHSWLRQ�RI�SHUFHQWDJH�SRLQW�IRU����\HDU�ERQGV�
6RXUFH��7UHDVXU\�HVWLPDWHV�

��� 7KH�GDWD�LQ�7DEOH���VXJJHVW�WKDW�YRODWLOLW\�DSSHDUV�WR�KDYH�GLPLQLVKHG�GXULQJ�WKH

����V��UHODWLYH�WR�WKH�SHULRG�LPPHGLDWHO\�IROORZLQJ�VLJQLILFDQW�ILQDQFLDO�PDUNHW�GHUHJXODWLRQ

LQ�WKH�HDUO\�����V���2WKHU�HYLGHQFH�DOVR�VXSSRUWV�WKH�YLHZ�WKDW�WKHUH�KDV�EHHQ�D�WUHQG

GHFOLQH�LQ�$XVWUDOLDQ�ILQDQFLDO�PDUNHW�YRODWLOLW\�RYHU�WKH�SHULRG������WR����������7KLV

HYLGHQFH�VXJJHVWV�WKDW�WKH�DSSDUHQW�YRODWLOLW\�DVVRFLDWHG�ZLWK�GHUHJXODWLRQ�DSSHDUV�WR

GHFOLQH�IROORZLQJ�ZKDW�PLJKW�EH�GHVFULEHG�DV�D�OHDUQLQJ�SHULRG�

��� +RZHYHU��HSLVRGHV�RI�LQVWDELOLW\�LQ�WKH�JOREDO�HFRQRP\�FDQ�LQFUHDVH�YRODWLOLW\�LQ

$XVWUDOLDQ�ILQDQFLDO�PDUNHWV�����7KH�PDUNHW�PRVW�DIIHFWHG�LQ�WKH�ODWH�����V�ZDV�HTXLWLHV��QRW

VXSULVLQJO\�VLQFH�WKH�VRXUFH�RI�WKH�LQVWDELOLW\�ZDV�WKH�FRUUHFWLRQ�LQ�WKH�86�HTXLW\�PDUNHW�

,Q�WKH�SHULRG�VLQFH�WKH�RQVHW�RI�WKH�$VLDQ�FULVLV�LQ�������YRODWLOLW\�LQ�WKH��$��86�H[FKDQJH

UDWH�KDV�ULVHQ���+RZHYHU��WKH�H[WHQW�RI�YRODWLOLW\�KDV�EHHQ�PXFK�ORZHU�WKDQ�LQ�WKH�ODWH

����V�

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

��� 6HH�(GH\�DQG�+YLGLQJ��������
�� .RUWLDQ�DQG�2·5HJDQ����������7KH�DXWKRUV�DOVR�ILQG�WKDW�WKH��86��$�DQG�WKH�7:,�UDWHV�KDG�WKH�ORZHVW�YRODWLOLW\

RYHU�WKDW�SHULRG�RI�WKH�ILYH�FXUUHQFLHV�H[DPLQHG���7KH�RWKHUV�ZHUH�WKH�-3<�86'��'(0�86'�DQG�*%3�86'�
��� .RUWLDQ�DQG�2·5HJDQ��������



��

3RWHQWLDO�HIIHFWV�RI�YRODWLOLW\

��� 6RPH�FRPPHQWDWRUV�KDYH�VXJJHVWHG�WKDW�JOREDOLVDWLRQ�KDV�DFWXDOO\�LQFUHDVHG�WKH

H[SRVXUH�RI�WKH�HFRQRP\�WR�PDFURHFRQRPLF�VKRFNV���

� ,W�LV�DUJXHG�WKDW�ILQDQFLDO�PDUNHWV�PD\�H[WUDSRODWH�GHYHORSPHQWV�LQ�RQH�FRXQWU\�WR

DQRWKHU�ZLWK�LQFRPSOHWH�RU�LQDFFXUDWH�XQGHUVWDQGLQJ�RI�DQ�HFRQRP\·V�IXQGDPHQWDOV�

7KLV�HIIHFW�FDQ�EH�H[DJJHUDWHG�E\�WKH�WHQGHQF\�IRU�¶KHUG�EHKDYLRU·�OHDGLQJ�WR

RYHUVKRRWLQJ�LQ�ILQDQFLDO�PDUNHWV���

- ,Q������DQG������WKHUH�ZHUH�DEUXSW�IDOOV�LQ�WKH��$�LQ�UHVSRQVH�WR

GHYHORSPHQWV�LQ�.RUHD��,QGRQHVLD��5XVVLD�DQG�%UD]LO���7KH�PDUNHWV��E\

FRUUHODWLQJ�$XVWUDOLD·V�HFRQRPLF�IRUWXQHV�ZLWK�WKRVH�RI�RXU�H[SRUW�PDUNHWV�DQG

RWKHU�FRPPRGLW\�SURGXFLQJ�FRXQWULHV��IRUHFDVW�GLUH�FRQVHTXHQFHV�IRU�WKH

$XVWUDOLDQ�HFRQRP\���,Q�WKH�HYHQW��WKLV�RYHU�UHDFWLRQ�ZDV�QRW�VXVWDLQHG�

DOWKRXJK�WKHUH�ZHUH�WLPHV�ZKHQ�WKH�H[FKDQJH�UDWH�PDUNHW�ZDV�XQVWDEOH�

� )LQDQFLDO�PDUNHWV·�RYHU�ULGLQJ�JRDO�RI�VKRUW�WHUP�SURILWDELOLW\�PD\�LQFUHDVH�WKH

SRWHQWLDO�IRU�GHVWDELOLVDWLRQ�RI�WKH�UHDO�HFRQRP\�DQG�SXVK�DQ�HFRQRP\�WR�D�ORZHU

HTXLOLEULXP�JURZWK�SDWK���

- 7KLV�PD\�RFFXU��IRU�H[DPSOH��LI�WKH�YRODWLOLW\�DVVRFLDWHG�ZLWK�WKLV�SKHQRPHQRQ�

DGGV�WR�EXVLQHVV�DQG�LQYHVWPHQW�XQFHUWDLQW\��OHDGV�WR�D�KLJKHU�ULVN�SUHPLXP�RQ

HTXLW\�DQG�ORQJ�WHUP�GHEW��GHWHUV�IRUHLJQ�WUDGH�DQG�ORQJ�WHUP�GLUHFW

LQYHVWPHQW�RU�FDXVHV�KLJKHU�ULVNV�RI�ILQDQFLDO�V\VWHP�IDLOXUH�

� )LQDOO\��LW�LV�VSHFXODWHG�WKDW�DQ�LQFUHDVH�LQ�ILQDQFLDO�PDUNHW�YRODWLOLW\�FRXOG�LPSRVH

FRQVLGHUDEOH�SRWHQWLDO�FRVWV�EHFDXVH�LW�ZRXOG�OHDG�WR�LQFUHDVHG�YRODWLOLW\�LQ�RXWSXW

DQG�LQIODWLRQ�DQG�WKXV�SRWHQWLDOO\�FRQWULEXWH�WR�WKH�UDWFKHWLQJ�XS�RI�XQHPSOR\PHQW���

- +RZHYHU��DV�QRWHG�DERYH��WKHUH�LV�QR�HYLGHQFH�RI�DQ�XSZDUG�WUHQG�LQ�ILQDQFLDO

PDUNHW�YRODWLOLW\�LQ�$XVWUDOLD��DOWKRXJK�WKHUH�KDYH�EHHQ�HSLVRGHV�RI�VLJQLILFDQW

LQVWDELOLW\�

- 7KH�HSLVRGHV�RI�YRODWLOLW\�LQ�WKH�HDUO\�VWDJHV�RI�WKH�IORDWLQJ�H[FKDQJH�UDWH

UHJLPH�ZHUH�DVVRFLDWHG�ZLWK�ZHDNQHVVHV�LQ�WKH�SROLF\�IUDPHZRUN�DQG

LPPDWXULW\�LQ�ILQDQFLDO�PDUNHWV���5HFHQW�YRODWLOLW\�KDV�WHQGHG�WR�EH�VKRUW�OLYHG�

DQG�RXWSXW�DQG�HPSOR\PHQW�JURZWK�KDV�FRQWLQXHG�WR�EH�VWURQJ�WKURXJKRXW

WKHVH�SHULRGV��D�WHVWDPHQW�WR�D�PXFK�LPSURYHG�SROLF\�IUDPHZRUN�

��� :KLOH�WKHUH�GRHV�QRW�DSSHDU�WR�EH�D�VWUXFWXUDO�LQFUHDVH�LQ�ILQDQFLDO�PDUNHW�YRODWLOLW\�LQ

$XVWUDOLD��WKHUH�FDQ�EH�SHULRGV�RI�LQVWDELOLW\�WKDW�PD\�LQFUHDVH�YRODWLOLW\�LQ�$XVWUDOLDQ

ILQDQFLDO�PDUNHWV���,QFUHDVHV�LQ�YRODWLOLW\�PD\�LQ�VRPH�FLUFXPVWDQFHV�VHUYH�WR�KLJKOLJKW

ZHDNQHVVHV�LQ�DQ�HFRQRP\·V�SROLF\�IUDPHZRUN��VXJJHVWLQJ�D�QHHG�IRU�UHIRUP�

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

��� 6HH��IRU�H[DPSOH��0DWKHZV��������DQG�0DQQLQJ��������
��� )RU�H[DPSOH��VHH�/X[��������RU�.RUWLDQ��������IRU�GLVFXVVLRQ�RI�WKLV�SKHQRPHQRQ�
��� )RU�H[DPSOH��$UJ\���������'RROH\��������DQG�(LFKHQJUHHQ�DQG�:\SORV]��������
��� 6HH�7KH�(FRQRPLVW�����0DUFK������



��

��� +RZHYHU��ILQDQFLDO�PDUNHW�YRODWLOLW\�PD\�RFFXU�HYHQ�ZKHQ�WKH�HFRQRP\·V�SROLF\

IUDPHZRUN�LV�VRXQG���6SHFXODWLYH�DWWDFNV�RQ�FXUUHQFLHV�FDQ�EH�GHVWDELOLVLQJ���7KH�5HVHUYH

%DQN�RI�$XVWUDOLD·V�VXEPLVVLRQ�WR�WKLV�LQTXLU\�GLVFXVVHV�LQ�VRPH�GHWDLO�WKH�UROH�RI�KHGJH

IXQGV��DQG�SURYLGHV�VRPH�HYLGHQFH�RI�WKHLU�UHFHQW�LQYROYHPHQW�LQ�$XVWUDOLD�

%HQHILWV�IURP�H[FKDQJH�UDWH�PRYHPHQWV

��� $OO�YRODWLOLW\�LV�E\�QR�PHDQV�EDG�

$VVLVWLQJ�HFRQRPLF�DGMXVWPHQW

��� 0RYHPHQWV�LQ�WKH�$XVWUDOLDQ�H[FKDQJH�UDWH��ERWK�RYHUDOO�DQG�YLD�ELODWHUDO

PRYHPHQWV��DUH�D�NH\�SDUW�RI�$XVWUDOLD·V�DGMXVWPHQW�PHFKDQLVP�����$V�LOOXVWUDWHG�RYHU�WKH

SDVW�WZR�\HDUV��D�GHFOLQH�LQ�WKH�H[FKDQJH�UDWH�LQ�UHVSRQVH�WR�IDOOLQJ�FRPPRGLW\�SULFHV�GXH

WR�WKH�LPSDFW�RI�WKH�$VLDQ�HFRQRPLF�FULVLV�KDV�SURYLGHG�VXSSRUW�WR�WKH�HFRQRP\�E\

ERRVWLQJ�WKH�FRPSHWLWLYHQHVV�RI�$XVWUDOLDQ�H[SRUWHUV���,Q�RWKHU�ZRUGV��D�ZRUVHQLQJ�RI�WKH

IXQGDPHQWDOV�XQGHUSLQQLQJ�$XVWUDOLD·V�H[WHUQDO�SRVLWLRQ�ZDV�IROORZHG�E\�D�SDUWLDOO\

RIIVHWWLQJ��VWDELOLVLQJ��UHDFWLRQ�LQ�WKH�H[FKDQJH�UDWH�

��� 0RYHPHQWV�LQ�$XVWUDOLD·V�UHDO�H[FKDQJH�UDWH��WKH�QRPLQDO�H[FKDQJH�UDWH�DGMXVWHG�IRU

PRYHPHQWV�LQ�$XVWUDOLDQ�LQIODWLRQ�UHODWLYH�WR�PRYHPHQWV�LQ�LQIODWLRQ�LQ�WKH�HFRQRPLHV�RI

RXU�WUDGLQJ�SDUWQHUV���LI�LW�LV�IOH[LEOH�HQRXJK��ZLOO�WHQG�WR�PLWLJDWH�WKH�HIIHFW�RI�H[WHUQDO

GHYHORSPHQWV�RQ�JURZWK��ZKHWKHU�WKH\�DUH�SRVLWLYH�RU�QHJDWLYH���)RU�H[DPSOH��QHJDWLYH

H[WHUQDO�GHYHORSPHQWV�VKRXOG�OHDG�WR�D�GHSUHFLDWLRQ�RI�WKH�UHDO�H[FKDQJH�UDWH��LQ�WXUQ

VWLPXODWLQJ�GRPHVWLF�DQG�IRUHLJQ�GHPDQG�IRU�$XVWUDOLDQ�JRRGV�LQ�DQ�RIIVHWWLQJ�PDQQHU�

��� 7KH�VSHHG�ZLWK�ZKLFK�WKH�UHDO�H[FKDQJH�UDWH�PRYHV�LV�RI�FULWLFDO�LPSRUWDQFH�WR�ERWK

WKH�LQLWLDO�HIIHFWV�RI�H[WHUQDO�GLVWXUEDQFHV�RQ�WKH�HFRQRP\�DQG�WKH�VXEVHTXHQW�SURGXFW

PDUNHW�DGMXVWPHQWV���:LWK�WKH�IORDWLQJ�RI�WKH�QRPLQDO�H[FKDQJH�UDWH��UHDO�H[FKDQJH�UDWH

PRYHPHQWV�KDYH�EHFRPH�PRUH�UDSLG��ZLWK�PRYHPHQWV�LQ�WKH�QRPLQDO�H[FKDQJH�UDWH

GULYLQJ�PRYHPHQWV�LQ�WKH�UHDO�H[FKDQJH�UDWH�

��� %HIRUH�WKH�IORDWLQJ�RI�WKH�$XVWUDOLDQ�GROODU��QRPLQDO�H[FKDQJH�UDWH�PRYHPHQWV�ZHUH

UHVWULFWHG�E\�H[FKDQJH�FRQWUROV��ZKLFK�WHQGHG�WR�SUHYHQW�RU�GHOD\�FKDQJHV�LQ�WKH�QRPLQDO

H[FKDQJH�UDWH�LQ�WKH�IDFH�RI�H[WHUQDO�GLVWXUEDQFHV���&KDQJHV�LQ�WKH�UHDO�H[FKDQJH�UDWH

WKHUHIRUH�GHSHQGHG�PRUH�RQ�FKDQJHV�LQ�$XVWUDOLDQ�LQIODWLRQ���5HODWLYHO\�KLJK�LQIODWLRQ�RYHU

WKLV�SHULRG�PHDQW�WKDW�UHDO�DSSUHFLDWLRQ��D�ORVV�RI�FRPSHWLWLYHQHVV��ZDV�HDVLO\�DFKLHYHG�

/HVV�HDV\�ZDV�DFKLHYLQJ�D�UHDO�GHSUHFLDWLRQ��JDLQ�LQ�FRPSHWLWLYHQHVV��DV�WKLV�ZRXOG�KDYH

UHTXLUHG�LQIODWLRQ�WR�IDOO�

��� &KDQJHV�LQ�UHDO�ZDJHV�DUH�DQ�HVVHQWLDO�SDUW�RI�WKH�HFRQRP\·V�DGMXVWPHQW�WR�H[WHUQDO

VKRFNV���$�IDOO�LQ�UHDO�ZDJHV�LV�UHTXLUHG�WR�PDLQWDLQ�WKH�JDLQ�LQ�FRPSHWLWLYHQHVV�IURP

H[FKDQJH�UDWH�GHSUHFLDWLRQ�DQG�DOORZ�HPSOR\PHQW�WR�EH�PDLQWDLQHG�LQ�WKH�IDFH�RI�DQ

DGYHUVH�VKRFN��VXFK�DV�D�ODUJH�IDOO�LQ�WKH�WHUPV�RI�WUDGH���8QGHU�D�IORDWLQJ�H[FKDQJH�UDWH��WKH

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

��� 6HH��IRU�H[DPSOH��*UXHQ��������RU��IRU�D�PRUH�WKHRUHWLFDO�DSSURDFK��+DUYLH�DQG�/HH��������



��

GRZQZDUG�DGMXVWPHQW�RFFXUV�WKURXJK�SULFHV�LQFUHDVLQJ��YLD�LPSRUW�SULFH�HIIHFWV��UHODWLYH�WR

QRPLQDO�ZDJHV���8QGHU�D�IL[HG�H[FKDQJH�UDWH��WKLV�UHTXLUHV�IDOOV�LQ�QRPLQDO�ZDJHV��ZKLFK

KDYH�WHQGHG�WR�EH�PRUH�GLIILFXOW�WR�DFKLHYH�

��� $�NH\�SUREOHP�ZLWK�IL[HG�H[FKDQJH�UDWHV�LV�WKH�GLIILFXOW\�IRU�WKH�DXWKRULWLHV�LQ

GHWHUPLQLQJ�ZKHQ�WKH�H[FKDQJH�UDWH�LV�RXW�RI�OLQH�ZLWK�IXQGDPHQWDOV��DQG�ZKDW�WKH

DSSURSULDWH�OHYHO�VKRXOG�EH���$V�WKH�H[SHULHQFH�RI�WKH�FULVLV�HFRQRPLHV�RI�(DVW�$VLD�FOHDUO\

GHPRQVWUDWHV��WKH�SURFHVV�RI�DGMXVWLQJ�D�IL[HG�H[FKDQJH�UDWH�FDQ�EH�SUREOHPDWLF���:KHUH

WKH�DXWKRULWLHV�KDYH�VWDNHG�WKHLU�FUHGLELOLW\�RQ�PDLQWDLQLQJ�D�IL[HG�H[FKDQJH�UDWH��DQG�WKH

SULYDWH�VHFWRU�KDV�DFWHG�RQ�WKH�DVVXPSWLRQ�WKDW�LW�ZLOO�EH�PDLQWDLQHG��DFKLHYLQJ�DQ�RUGHUO\

DQG�WLPHO\�DGMXVWPHQW�FDQ�EH�H[WUHPHO\�GLIILFXOW�

,PSURYLQJ�WKH�SROLF\�IUDPHZRUN

��� 7KH�SURVSHFW�RI�ILQDQFLDO�PDUNHW�YRODWLOLW\�FDQ�GULYH�SROLF\�FKDQJH�WR�UHGXFH�WKH�ULVN

DQG�XQFHUWDLQW\�ZKLFK�LQYHVWRUV�LQ�GRPHVWLF�DVVHWV�IDFH���$FKLHYLQJ�D�UHGXFWLRQ�LQ�ILQDQFLDO

PDUNHW�SHUFHSWLRQV�RI�ULVN�DQG�XQFHUWDLQW\�DVVRFLDWHG�ZLWK�LQYHVWPHQW�LQ�DQ�HFRQRP\��IRU

H[DPSOH�OLQNHG�WR�SRRU�FRUSRUDWH�JRYHUQDQFH�RU�D�SRRU�PDFURHFRQRPLF�SROLF\�IUDPHZRUN�

LV�OLNHO\�WR�UHGXFH�WKH�ULVNV�RI�GHVWDELOLVLQJ�PRYHPHQWV�LQ�H[FKDQJH�UDWHV�RU�ERQG�UDWHV�

7KLV�LV�GLVFXVVHG�LQ�VRPH�GHWDLO�LQ�$WWDFKPHQW�$�ZKHUH�ZH�H[DPLQH�WKH�KLVWRU\�RI

PDFURHFRQRPLF�SROLF\�GHYHORSPHQW�LQ�WKH�����V�DQG�KRZ�LW�KDV�KHOSHG�WR�PD[LPLVH�WKH

QHW�EHQHILWV�IURP�LQFUHDVHG�JOREDO�ILQDQFLDO�LQWHJUDWLRQ�

(IIHFWLYHQHVV�RI�PDFURHFRQRPLF�SROLF\�LQ�D�JOREDOLVHG
ZRUOG

��� 6RPH�FRPPHQWDWRUV�KDYH�DUJXHG�WKDW�JOREDOLVDWLRQ�KDV�OLPLWHG�WKH�DELOLW\�RI

JRYHUQPHQWV�WR�XVH�ILVFDO�DQG�PRQHWDU\�SROLF\�WR�PDQDJH�WKH�PDFURHFRQRP\�DQG�DFKLHYH

IXOO�HPSOR\PHQW��/DWKDP���������+RZHYHU��$XVWUDOLDQ�H[SHULHQFH�FDVWV�VRPH�GRXEW�RQ�WKLV

DUJXPHQW���7KH�KLVWRU\�RI�WKH�����V�VKRZV�ZHOO�WKDW�QDWLRQDO�JRYHUQPHQWV�FDQ�UXQ

LQGHSHQGHQW�HFRQRPLF�SROLFLHV��DQG�WKDW�D�VRXQG�SROLF\�IUDPHZRUN�FDQ�IDFLOLWDWH�JRRG

HFRQRPLF�RXWFRPHV���6XFK�D�SROLF\�IUDPHZRUN�FDQ�DOVR�UHGXFH�WKH�SRWHQWLDO�IRU�H[WHUQDO

VKRFNV�WR�GHVWDELOLVH�WKH�HFRQRP\�

��� :KDW�LV�DOVR�FOHDU�LV�WKDW�JOREDOLVHG�ILQDQFLDO�PDUNHWV�FDQ�LPSRVH�VHYHUH�FRVWV�RQ

JRYHUQPHQWV�WKDW�SXUVXH�ZKDW�WKH�PDUNHWV�YLHZ�DV�LQDSSURSULDWH�SROLFLHV��DQG�LW�LV�SUREDEO\

WUXH�WKDW�¶EDG·�SROLFLHV�DUH�PRUH�UHDGLO\�SHQDOLVHG�E\�LQYHVWRUV�WKDQ�SUHYLRXVO\�

��� ,W�LV�ZRUWK�QRWLQJ�WKDW�WKH�LPSRUWDQFH�RI�RYHUVHDV�LQYHVWRUV·�YLHZV�RI�$XVWUDOLDQ

SROLF\�GRHV�QRW�DULVH�IURP�JOREDOLVDWLRQ�SHU�VH���5DWKHU��LW�DULVHV�IURP�WKH�IDFW�WKDW

LQYHVWPHQW�RSSRUWXQLWLHV�H[FHHG�GRPHVWLF�VDYLQJ���7KLV�KDV�EHHQ�WKH�FDVH�RYHU�PRVW�RI�RXU

HFRQRPLF�KLVWRU\���:KDW�KDV�FKDQJHG�LV�WKDW�WHFKQRORJ\�KDV�LQFUHDVHG�ERWK�LQYHVWRUV·

DFFHVV�WR�LQIRUPDWLRQ�DQG�WKHLU�DELOLW\�WR�DFW�TXLFNO\�EDVHG�RQ�WKDW�LQIRUPDWLRQ�



��

��� ,Q�$XVWUDOLD·V�FDVH��ILQDQFLDO�PDUNHWV�DUH�HVVHQWLDOO\�FRQFHUQHG�ZLWK�$XVWUDOLD·V�DELOLW\

WR�DFKLHYH�VWURQJ�VXVWDLQDEOH�JURZWK��ZLWKRXW�ULVLQJ�LQIODWLRQ�RU�XQVXVWDLQDEOH�FXUUHQW

DFFRXQW�GHILFLWV���7KH\�FDQ�FHUWDLQO\�UHDFW�TXLFNO\�DQG�DGYHUVHO\�WR�SROLFLHV�WKDW�WKH\�EHOLHYH

ZRXOG�DGYHUVHO\�DIIHFW�WKHVH�LQGLFDWRUV���+RZHYHU��WKHUH�DSSHDUV�WR�EH�YHU\�OLWWOH�FRQIOLFW

EHWZHHQ�ZKDW�LW�YDOXHG�E\�ILQDQFLDO�PDUNHWV�DQG�ZKDW�LV�LQ�$XVWUDOLD·V�ORQJHU�WHUP

HFRQRPLF�LQWHUHVWV�

��� $FKLHYLQJ�VXVWDLQDEOH�UHGXFWLRQV�LQ�XQHPSOR\PHQW�GHSHQGV�IXQGDPHQWDOO\�RQ

FRQGXFWLQJ�SROLF\�LQ�D�ZD\�WKDW�DYRLGV�FRQWULEXWLQJ�WR�LQIODWLRQ�DQG�XQVXVWDLQDEOH�FXUUHQW

DFFRXQW�SUHVVXUHV�

��� (FRQRPLVWV�QRZ�JHQHUDOO\�UHFRJQLVH�WKDW�LW�LV�QRW�SRVVLEOH�WR�WUDGH�RII�KLJKHU

LQIODWLRQ�IRU�ORZHU�XQHPSOR\PHQW�EH\RQG�WKH�VKRUW�WHUP���+HQFH��WKHUH�LV�QRW�JHQHUDOO\

DQ\�ORQJ�WHUP�EHQHILW�LQ�XVLQJ�PDFURHFRQRPLF�GHPDQG�VWLPXOXV�WR�SXVK�XQHPSOR\PHQW

EHORZ�WKH�OHYHO�DW�ZKLFK�LQIODWLRQ�VWDUWV�WR�DFFHOHUDWH���+LJKHU�LQIODWLRQ�LPSRVHV�HFRQRPLF

HIILFLHQF\�FRVWV��EHFDXVH�LW�GLVWRUWV�SULFH�VLJQDOV��DQG�KDV�DUELWUDU\�GLVWULEXWLRQDO�LPSDFWV�

7KH�DSSURSULDWH�UHPHG\�IRU�VWUXFWXUDO�XQHPSOR\PHQW�LV�WR�UHIRUP�ZRUNSODFH�UHODWLRQV�

ODERXU�PDUNHW�UHJXODWLRQ��YRFDWLRQDO�HGXFDWLRQ�DQG�WUDLQLQJ�DQG�WD[�DQG�EHQHILWV�V\VWHPV�VR

WKDW�WKH�ODERXU�PDUNHW�ZRUNV�PRUH�HIILFLHQWO\�

��� 5HFHQW�86�H[SHULHQFH�GRHV�VXJJHVW�WKDW�WKH�VWUXFWXUDO�XQHPSOR\PHQW�UDWH�PD\�QRW

EH�IL[HG��EXW�PD\�PRYH�GRZQZDUG�DV�XQHPSOR\PHQW�LV�UHGXFHG���+RZHYHU��DFKLHYLQJ�VXFK

D�IRUWXQDWH�RXWFRPH�LV�OLNHO\�WR�UHTXLUH�FRQVLGHUDEOH�IOH[LELOLW\�LQ�ODERXU�DQG�RWKHU�PDUNHWV

DQG�VNLOIXO�PDQDJHPHQW�RI�SROLF\�WR�DFKLHYH�D�JUDGXDO�DSSURDFK�WRZDUG�FDSDFLW\�OLPLWV�

��� 1RU�LV�LW�VXVWDLQDEOH�IRU�JRYHUQPHQWV�WR�UXQ�FRQWLQXLQJ�EXGJHW�GHILFLWV�WKDW

FRQWULEXWH�WR�XQVXVWDLQDEOH�FXUUHQW�DFFRXQW�GHILFLWV���2QJRLQJ�JRYHUQPHQW�ERUURZLQJ�WKDW

LV�QRW�XVHG�WR�IXQG�LQYHVWPHQW�WKDW�\LHOGV�DGHTXDWH�UHWXUQV�LV�QRW�JHQHUDOO\�OLNHO\�WR�EH�LQ

$XVWUDOLD·V�ORQJHU�WHUP�LQWHUHVWV���6XFK�GHILFLWV�SDVV�KLJKHU�GHEW�VHUYLFLQJ�FRVWV�RQ�WR�IXWXUH

WD[SD\HUV�ZLWKRXW�LQFUHDVLQJ�IXWXUH�LQFRPHV���7KH\�PD\�DOVR�SXW�XSZDUG�SUHVVXUH�RQ

LQWHUHVW�UDWHV�DQG�UHGXFH�EXVLQHVV�FRQILGHQFH��WKHUHE\�¶FURZGLQJ�RXW·�SULYDWH�LQYHVWPHQW�

7KLV�GHWUDFWV�IURP�IXWXUH�RXWSXW�JURZWK���7KH�H[SHULHQFH�LQ�$XVWUDOLD�DQG�PDQ\�RWKHU

FRXQWULHV�VLQFH�WKH�PLG�����V�VXJJHVWV�WKDW�UXQQLQJ�EXGJHW�GHILFLWV�RQ�DQ�RQJRLQJ�EDVLV�KDV

QRW�EHHQ�HIIHFWLYH�LQ�GHOLYHULQJ�D�VXVWDLQDEOH�ORZHULQJ�RI�XQHPSOR\PHQW��GXH�WR�DGYHUVH

HIIHFWV�RQ�FRQILGHQFH�DQG�LQWHUHVW�UDWHV�DQG�LQVXIILFLHQW�DWWHQWLRQ�WR�VWUXFWXUDO�IDFWRUV

DIIHFWLQJ�XQHPSOR\PHQW�

��� :KLOH�WKH�FRQFHUQV�RI�ILQDQFLDO�PDUNHWV�EURDGO\�DFFRUG�ZLWK�WKH�UHTXLUHPHQWV�IRU

PD[LPLVLQJ�VXVWDLQDEOH�JURZWK��PDUNHW�YLHZV�PD\�RQ�RFFDVLRQ�EH�PLVJXLGHG�RU

RYHU�VLPSOLVWLF���3ROLF\�QHHGV�WR�EH�EDVHG�RQ�VRXQG�DQG�DSSURSULDWHO\�QXDQFHG�HFRQRPLF

DQDO\VLV��UDWKHU�WKDQ�VLPSO\�YDOLGDWLQJ�PDUNHW�YLHZV���*RYHUQPHQWV�PD\�QRW�EH�DEOH�WR

GLUHFWO\�FRQWURO�WKH�UHDFWLRQV�RI�ILQDQFLDO�PDUNHWV��EXW�WKHUH�DUH�VWUDWHJLHV�WKH\�FDQ�DGRSW�WR

PLQLPLVH�WKH�ULVN�RI�SROLF\�EHLQJ�KRVWDJH�WR�FDSULFLRXV�RU�DUELWUDU\�UHDFWLRQV�

0DFURHFRQRPLF�SROLF\�FDQ�VWLOO�EH�HIIHFWLYH��EXW�LWV�HIIHFWLYHQHVV�LV�OLNHO\�WR�EH

FRPSURPLVHG�XQOHVV�LW�LV�VRXQGO\�EDVHG��UHFRJQLVLQJ�WKH�OLPLWV�RI�ZKDW�PDFURHFRQRPLF

SROLF\�DORQH�FDQ�DFKLHYH���FUHGLEOH�DQG�FRQGXFWHG�LQ�D�WUDQVSDUHQW�PDQQHU�



��

��� 7UDQVSDUHQF\�LV�SDUWLFXODUO\�LPSRUWDQW�LQ�WKLV�UHJDUG���*RYHUQPHQWV�QHHG�WR

FRPPXQLFDWH�FOHDUO\�WKHLU�SROLF\�REMHFWLYHV�DQG�WKH�UDWLRQDOH�IRU�SROLF\�DSSURDFKHV�

SDUWLFXODUO\�LQ�WHUPV�RI�KRZ�WKH\�FRQWULEXWH�WR�VXVWDLQDEOH�ORQJ�WHUP�JURZWK���0DUNHWV�DOVR

QHHG�WR�EH�DEOH�WR�KDYH�VXIILFLHQW�LQIRUPDWLRQ�WR�DVVHVV�SHUIRUPDQFH���$QRWKHU�LPSRUWDQW

HOHPHQW�LV�WKDW�JRYHUQPHQW·V�UHODWLRQV�ZLWK�WKH�SULYDWH�VHFWRU�EH�FRQGXFWHG�RQ�D�VRXQG�DQG

WUDQVSDUHQW�EDVLV���7UDQVSDUHQF\�FDQ�EULQJ�VLJQLILFDQW�EHQHILWV�LQ�WHUPV�RI�HGXFDWLQJ

PDUNHWV�DQG�SURPRWLQJ�FRQILGHQFH�LQ�WKH�SROLF\�IUDPHZRUN�

��� $XVWUDOLD�KDV�EHHQ�DEOH�WR�VXVWDLQ�VWURQJ�HFRQRPLF�SHUIRUPDQFH�QRWZLWKVWDQGLQJ�WKH

ILQDQFLDO�FULVLV�WKDW�VSUHDG�WKURXJK�PXFK�RI�(DVW�$VLD���3DXO�.UXJPDQ�ZHQW�DV�IDU�DV�WR

VXJJHVW�WKDW�$XVWUDOLD·V�SHUIRUPDQFH�PDNHV�LW�WKH�¶PLUDFOH�HFRQRP\·�RI�WKH�UHJLRQ���

$XVWUDOLD·V�DELOLW\�WR�VXVWDLQ�VWURQJ�JURZWK�KDV�EHHQ�GXH��LQ�QR�VPDOO�SDUW��WR�WKH�LQVWLWXWLRQ

RI�VRXQG�PDFURHFRQRPLF�SROLF\�IUDPHZRUNV�DQG��LQ�SDUWLFXODU��WKH�UHVWRUDWLRQ�RI�WKH

EXGJHW�WR�VXUSOXV�

��� 7UDQVSDUHQF\�KDV�DOVR�EHHQ�LPSRUWDQW�LQ�KHOSLQJ�$XVWUDOLD�PDLQWDLQ�FUHGLELOLW\�LQ�WKH

H\HV�RI�WKH�PDUNHW���2QH�H[DPSOH�LV�WKH�&KDUWHU�RI�%XGJHW�+RQHVW\��EDFNHG�E\�OHJLVODWLRQ�

ZKLFK�FDPH�LQWR�RSHUDWLRQ�LQ������DQG�DLPV�WR�LPSURYH�ILVFDO�RXWFRPHV�E\�HQKDQFLQJ�WKH

WUDQVSDUHQF\�RI�DQG�DFFRXQWDELOLW\�IRU�ILVFDO�SROLF\���,Q�SDUWLFXODU��WKH�*RYHUQPHQW�LV

UHTXLUHG�WR�VHW�RXW�LWV�ILVFDO�REMHFWLYHV�DQG�VWUDWHJ\��DQG�SURYLGH�IXOO�HFRQRPLF�DQG�ILVFDO

RXWORRN�UHSRUWV�DW�WKH�WLPH�RI�WKH�EXGJHW��DW�PLG�\HDU�DQG�SULRU�WR�HOHFWLRQV�

��� 0RUH�GHWDLO�RQ�WKH�WUDQVSDUHQF\�RI�$XVWUDOLDQ�JRYHUQPHQW�SROLFLHV�DQG�WKH�SROLF\

IUDPHZRUN�ZDV�SURYLGHG�LQ�WKH�UHSRUW�¶0DNLQJ�7UDQVSDUHQF\�7UDQVSDUHQW��$Q�$XVWUDOLDQ

$VVHVVPHQW·�

��� 7KH�EHQHILWV�WR�$XVWUDOLD�RI�JUHDWHU�WUDQVSDUHQF\�DUH�LOOXVWUDWHG�ZKHQ�FRQVLGHULQJ�WKH

UHFHQW�ZLGHQLQJ�LQ�$XVWUDOLD·V�FXUUHQW�DFFRXQW�GHILFLW��&$'����:LWK�WKH�SXEOLF�VHFWRU�LQ

VXUSOXV��WKH�&$'�UHIOHFWV�DQ�H[FHVV�RI�SULYDWH�VHFWRU�LQYHVWPHQW�RYHU�SULYDWH�VHFWRU

VDYLQJ��ILQDQFHG�E\�SULYDWH�VHFWRU�OHQGLQJ�IURP�DEURDG���$�VLPLODU�PRGHUDWH�JURZWK�KLJK

&$'�VFHQDULR�DOVR�H[LVWHG�LQ�WKH�(DVW�$VLDQ�HFRQRPLHV�EHIRUH�WKH�RQVHW�RI�WKH�ILQDQFLDO

FULVLV���+RZHYHU��WKH�JUHDWHU�WUDQVSDUHQF\�RI�$XVWUDOLD·V�LQVWLWXWLRQV�DQG�SROLF\�IUDPHZRUN

KDV�SURYLGHG�LQYHVWRUV�ZLWK�JUHDWHU�FHUWDLQW\�DV�WR�WKH�HFRQRPLF�DQG�OHJDO�HQYLURQPHQW�LQ

ZKLFK�WKH\�RSHUDWH���7KH�DELOLW\�WR�PDNH�VXFK�DQ�LQIRUPHG�DVVHVVPHQW�RI�FRPPHUFLDO�ULVN

KDV�KHOSHG�LQYHVWRUV�WR�GLIIHUHQWLDWH�EHWZHHQ�FRQGLWLRQV�LQ�$XVWUDOLD�DQG�RWKHU�HFRQRPLHV�

��� ,Q�PDUNHG�FRQWUDVW�WR�WKH�(DVW�$VLDQ�HFRQRPLHV��$XVWUDOLD�KDV�KDG�D�ZHOO�UHJXODWHG

ILQDQFLDO�VHFWRU��DQG�VRXQG�DQG�WUDQVSDUHQW�FRUSRUDWH�JRYHUQDQFH���)LQDQFLDO�PDUNHWV�KDYH

QRW�EHHQ�GLVWRUWHG�E\�H[SOLFLW�RU�LPSOLFLW�JRYHUQPHQW�JXDUDQWHHV�RQ�FRUSRUDWH�ERUURZLQJ�

7KLV�KDV�DOORZHG�IRUHLJQ�OHQGHUV�WKH�FRQILGHQFH�WR�DVVHVV�FRPPHUFLDO�ULVNV�DQG�FRQWLQXH

OHQGLQJ�WR�WKH�SULYDWH�VHFWRU�

��� ,W�LV�VRPHWLPHV�DUJXHG�WKDW�ILQDQFLDO�PDUNHWV�GR�QRW�DGHTXDWHO\�GLVWLQJXLVK�EHWZHHQ

¶EDG·�EXGJHW�GHILFLWV�DQG�¶JRRG·�EXGJHW�GHILFLWV��XVHG�WR�IXQG�VRXQG�SXEOLF�LQYHVWPHQW�RU�WR

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

��� 3DXO�.UXJPDQ�ZULWLQJ�LQ�)RUEHV�0DJD]LQH��'HFHPEHU������



��

VXSSRUW�LQDGHTXDWH�GHPDQG�JURZWK���7KHUH�PD\�EH�DQ�HOHPHQW�RI�WUXWK�LQ�WKLV��EXW�WKH

PDLQ�SUREOHP�LV�PRUH�OLNHO\�WR�EH�WKDW�JRYHUQPHQWV�PD\�EH�YLHZHG�DV�ODFNLQJ�FUHGLELOLW\�

EHFDXVH�LQ�WKH�SDVW�WKH\�KDYH�WHQGHG�WR�UHVLOH�IURP�UXQQLQJ�VXUSOXVHV�ZKHQ�GHPDQG�ZDV

VWURQJ��RU�WR�IXQG�SRRU�TXDOLW\�SXEOLF�LQYHVWPHQWV���7KH�VROXWLRQ�IRU�JRYHUQPHQWV�LV�WR

EXLOG�FUHGLELOLW\�E\�HVWDEOLVKLQJ�D�WUDFN�UHFRUG�RI�FRQVLVWHQW�ILVFDO�VRXQGQHVV��DQG�WR

FRQGXFW�SROLF\�RQ�D�WUDQVSDUHQW�EDVLV�ZLWK�FOHDUO\�DUWLFXODWHG�SROLF\�REMHFWLYHV�

��� *RYHUQPHQWV�FDQ�DOVR�WDNH�VWHSV�WR�HQVXUH�D�VRXQG�IUDPHZRUN�IRU�SXEOLF�LQYHVWPHQW

SURYLVLRQ��LQFOXGLQJ�WKURXJK�SULYDWLVDWLRQ�RI�IXQFWLRQV�WKDW�DUH�EHWWHU�SHUIRUPHG�E\�WKH

SULYDWH�VHFWRU��FRQWUDFWLQJ�RXW�RI�VHUYLFH�GHOLYHU\��FRUSRUDWLVDWLRQ�RI�JRYHUQPHQW�EXVLQHVV

DQG�WKH�LQWURGXFWLRQ�RI�FRPSHWLWLRQ�

��� &UHGLELOLW\�DQG�WUDQVSDUHQF\�WRJHWKHU�DUH�OLNHO\�WR�SURYLGH�JRYHUQPHQWV�ZLWK�PRUH

VFRSH�IRU�IOH[LELOLW\�LQ�FRQGXFWLQJ�SROLF\���,Q�WKH�DEVHQFH�RI�FUHGLELOLW\�DQG�WUDQVSDUHQF\�

PDUNHWV�DUH�PXFK�PRUH�OLNHO\�WR�UHDFW�GLVSURSRUWLRQDWHO\�WR�VKRUW�WHUP�GHYHORSPHQWV�RU�WR

DSSO\�ULJLG�VWULFWXUHV�DV�WR�ZKDW�FRQVWLWXWHV�DSSURSULDWH�SROLF\�

&RQWULEXWLRQ�RI�VWUXFWXUDO�UHIRUPV�WR�HQKDQFLQJ�$XVWUDOLD¶V�JURZWK
SHUIRUPDQFH

��� :KLOH�EH\RQG�WKH�WHUPV�RI�UHIHUHQFH�RI�WKLV�LQTXLU\��$XVWUDOLD·V�HFRQRPLF

SHUIRUPDQFH��DQG�LWV�DELOLW\�WR�SURVSHU�LQ�DQ�LQFUHDVLQJO\�JOREDOLVHG�ZRUOG�LV�DOVR�GHSHQGHQW

RQ�WKH�IOH[LELOLW\�DQG�UHVSRQVLYHQHVV�RI�SURGXFW�DQG�ODERXU�PDUNHWV��DQG�WKH�UHJXODWRU\

LQIUDVWUXFWXUH�WKDW�JRYHUQV�WKH�EHKDYLRXU�RI�ILUPV�DQG�ILQDQFLDO�LQVWLWXWLRQV�����:H�KDYH

VHHQ�LQ�$XVWUDOLD�RQJRLQJ�VWUXFWXUDO�UHIRUP�RYHU�WKH�SDVW�GHFDGH�DQG�D�KDOI��LQFOXGLQJ

VXVWDLQHG�WDULII�UHIRUP��ILQDQFLDO�PDUNHW�UHIRUP��UHIRUP�RI�WKH�RSHUDWLRQ�RI�JRYHUQPHQW

EXVLQHVV�HQWHUSULVHV��HQKDQFLQJ�QDWLRQDO�FRPSHWLWLRQ�SROLF\��FKDQJHV�LQ�IRUHLJQ�LQYHVWPHQW

UXOHV��WD[�UHIRUP��ODERXU�PDUNHW�UHIRUP��UHIRUP�RI�FRUSRUDWH�JRYHUQDQFH�DUUDQJHPHQWV�DQG

WKH�OLNH�

��� $�SULPH�IRFXV�RI�UHIRUP�KDV�EHHQ�WR�VXEMHFW�WKH�SULYDWH�VHFWRU�LQ�$XVWUDOLD�WR�PRUH

FRPSHWLWLRQ�IURP�ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO�VRXUFHV�DQG�WR�LPSURYH�WKH

SHUIRUPDQFH�RI�SXEOLF�XWLOLWLHV���7KH�GLUHFW�EHQHILWV�RI�WKHVH�UHIRUPV�DUH�ORZHU�SULFHV�DQG

LQFUHDVHG�SURGXFWLYLW\��ZKLFK�LQ�WXUQ�UHGXFH�LQSXW�FRVWV�IRU�RWKHU�LQGXVWULHV�DQG�LQFUHDVH

DJJUHJDWH�HPSOR\PHQW�RSSRUWXQLWLHV���$VLGH�IURP�ORZHULQJ�WKH�FRVW�VWUXFWXUH�RI

GRZQVWUHDP�EXVLQHVVHV��VXFK�SULFH�IDOOV�DOVR�H[HUW�GRZQZDUG�SUHVVXUH�RQ�LQIODWLRQ�DQG

LQIODWLRQ�H[SHFWDWLRQV�DQG�DVVLVW�WKH�PDFURHFRQRPLF�PDQDJHPHQW�WDVN�

��� ,Q�UHFHQW�\HDUV��LQ�SDUWLFXODU��D�QXPEHU�RI�UHIRUPV�VWDQG�RXW�

� 6LJQLILFDQW�UHIRUPV�WR�ZRUNSODFH�UHODWLRQV�DUUDQJHPHQWV�DQG�ODERXU�PDUNHW

UHJXODWLRQ�DQG�DVVLVWDQFH�KDYH�LQFUHDVHG�WKH�UHVSRQVLYHQHVV�RI�WKH�ODERXU�PDUNHW�WR

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

��� ,W�KDV�EHHQ�QRWHG�WKDW��KLVWRULFDOO\��ZKHQ�$XVWUDOLD�ZDV�LQZDUG�ORRNLQJ��HFRQRPLF�QDWLRQDOLVP�ZDV�WKH�RYHUULGLQJ
RUWKRGR[\��$XVWUDOLD·V�JURZWK�UDWH�RI�*'3�VOLSSHG�EHKLQG�WKH�2(&'�DYHUDJH��DQG��ZKLOH�RWKHU�2(&'�HFRQRPLHV
FORVHG�WKHLU�SHU�FDSLWD�*'3�JDSV�UHODWLYH�WR�WKH�WKHQ�OHDGHU��WKH�86���$XVWUDOLD�VOLSSHG�GRZQ�WKH�SHU�FDSLWD�*'3
UDQNLQJV���6HH�&DYHV�DQG�.UDXVH��HGV���������
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FKDQJHV�LQ�WKH�HFRQRP\��DQG�UHGXFHG�LPSHGLPHQWV�WR�MRE�FUHDWLRQ��SDUWLFLSDWLRQ�LQ

HPSOR\PHQW�DQG�LPSURYLQJ�SURGXFWLYLW\���7KH�:RUNSODFH�5HODWLRQV�$FW�����

DFFHOHUDWHG�WKH�PRYH�IURP�FHQWUDOLVHG�ZDJH�IL[LQJ�WR�HQWHUSULVH�EDUJDLQLQJ�DQG

LPSRVHG�WLJKWHU�OLPLWV�RQ�LQGXVWULDO�DFWLRQ���2WKHU�SROLFLHV��VXFK�DV�WKH�PXWXDO

REOLJDWLRQ�SULQFLSOH��KDYH�EHHQ�GLUHFWHG�DW�DVVLVWLQJ�DQG�HQFRXUDJLQJ�MRE�VHDUFK�E\

WKH�XQHPSOR\HG�

� 7KH�TXDOLW\�RI�UHJXODWLRQ�UHTXLUHG�WR�HQVXUH�ZHOO�IXQFWLRQLQJ�PDUNHWV�DQG�ILQDQFLDO

V\VWHP�VWDELOLW\�KDV�EHHQ�HQKDQFHG��WKURXJK�WKH�ILQDQFLDO�VHFWRU�UHIRUPV�WKDW�DURVH

IURP�WKH�:DOOLV�,QTXLU\���

- 7KH�UHFHQW�UHIRUPV�HVWDEOLVK�D�PRUH�IOH[LEOH�UHJXODWRU\�V\VWHP��ZLWK�D

IXQFWLRQDO�UDWKHU�WKDQ�LQVWLWXWLRQDO�IRFXV��WKDW�LV�EHWWHU�DEOH�WR�UHVSRQG�WR�D

UDSLGO\�FKDQJLQJ�HQYLURQPHQW�ZLWKRXW�VWLIOLQJ�LQQRYDWLRQ�DQG�FRPSHWLWLRQ�

7KLV�ZLOO�PHHW�WKH�QHHG�IRU�UHJXODWLRQ�WR�HQVXUH�VWDELOLW\�DQG�LQWHJULW\��ZLWKRXW

HQGDQJHULQJ�HIILFLHQF\�

� 7KH�&RUSRUDWH�/DZ�(FRQRPLF�5HIRUP�3URJUDP�LV�PRGHUQL]LQJ�DQG�JLYLQJ�DQ

HFRQRPLF�IRFXV�WR�UHJXODWRU\�UHTXLUHPHQWV�UHJDUGLQJ�IXQGUDLVLQJ��WDNHRYHUV�

FRUSRUDWH�JRYHUQDQFH��ILQDQFLDO�UHSRUWLQJ�DQG�FRQGXFW�DQG�GLVFORVXUH�SUDFWLFHV�LQ

ILQDQFLDO�PDUNHWV���7KH�IRFXV�LV�RQ�SURYLGLQJ�WKH�UHJXODWLRQ�QHFHVVDU\�IRU

ZHOO�IXQFWLRQLQJ�PDUNHWV��ZLWKRXW�FRPSURPLVLQJ�HIILFLHQF\�

- 7KHVH�UHIRUPV�ZLOO�KHOS�WR�PDLQWDLQ�D�KLJK�OHYHO�RI�EXVLQHVV�DQG�LQYHVWRU

FRQILGHQFH�WKHUHE\�UHGXFLQJ�WKH�ULVN�RI�GDPDJLQJ�VZLQJV�LQ�FDSLWDO�IORZV�DQG

VSHQGLQJ���7KLV�DOVR�PDNHV�WKH�PDFURHFRQRPLF�PDQDJHPHQW�WDVN�HDVLHU�E\

UHGXFLQJ�WKH�OLNHOLKRRG�RI�ERRPV�DQG�EXVWV�DQG�WKXV�DOORZLQJ�VWURQJ

VXVWDLQDEOH�JURZWK���7KH�HYHQWV�RI�WKH�����V�ZLWK�WKH�¶FRUSRUDWH�FRZER\V·�DQG

WKH�HDUO\�����V�ZLWK�LPSDLUHG�EDQN�EDODQFH�VKHHWV�GXH�WR�LQFUHDVHV�LQ�EDG�ORDQV

DUH�PXFK�OHVV�OLNHO\�WR�UHFXU�

� $�IXQGDPHQWDO�UHIRUP�RI�WKH�WD[DWLRQ�V\VWHP�ZKLFK�LV�EDGO\�LQ�QHHG�RI�UHSDLU�LV�DOVR

EHLQJ�XQGHUWDNHQ���7KH�DLP�LV�D�WD[�V\VWHP�GHVLJQHG�WR�LQFUHDVH�LQFHQWLYHV�WR�ZRUN�

VDYH��LQYHVW�DQG�H[SRUW���7KH�FHQWUDO�HOHPHQWV�RI�WKH�WD[�UHIRUP�LQFOXGH��DEROLVKLQJ

WKH�:KROHVDOH�6DOHV�7D[��:67��DQG�WKH�PRVW�LQHIILFLHQW�6WDWH�LQGLUHFW�WD[HV�

LQWURGXFLQJ�D�*RRGV�DQG�6HUYLFHV�7D[��*67���UHIRUPLQJ�&RPPRQZHDOWK�6WDWH

ILQDQFLDO�UHODWLRQV��FXWWLQJ�LQFRPH�WD[HV��DQG�LQFUHDVLQJ�EHQHILWV�IRU�IDPLOLHV�

SHQVLRQHUV�DQG�VHOI�IXQGHG�UHWLUHHV�

� 7KH�5HYLHZ�RI�%XVLQHVV�7D[DWLRQ�ZLOO�DOVR�EULQJ�IRUZDUG�D�FRPSUHKHQVLYH�DJHQGD

IRU�UHIRUP�RI�WKH�EXVLQHVV�WD[DWLRQ�V\VWHP�RQ�WZR�IURQWV���7KLV�LQYROYHV�DSSO\LQJ�D

IUDPHZRUN�RI�UHGHVLJQHG�FRPSDQ\�WD[DWLRQ�DUUDQJHPHQWV�WR�DOO�OLPLWHG�OLDELOLW\

HQWLWLHV�FRQVLVWHQWO\�DQG�FRQVLGHULQJ�WKH�VFRSH�IRU�PRUH�FRQVLVWHQW�WD[DWLRQ�WUHDWPHQW

RI�EXVLQHVV�LQYHVWPHQWV�ZLWK�WKH�SURVSHFW�RI�DFKLHYLQJ�D����SHU�FHQW�FRPSDQ\�WD[

UDWH�DQG�IXUWKHU�FDSLWDO�JDLQV�WD[�UHOLHI�

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

��� )LQDQFLDO�6\VWHP�,QTXLU\��������
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*OREDOLVDWLRQ�DQG�$XVWUDOLDQ�(FRQRPLF�'HYHORSPHQW

%HQHILWV�IURP�SROLF\�UHIRUP

��� 7KH�EHQHILWV�RI�WKH�HFRQRPLF�SROLF\�UHIRUPV�GLVFXVVHG�DERYH�DUH�QRZ�FOHDUO\�YLVLEOH�

� /RZ�LQIODWLRQ�KDV�EHHQ�FRQVROLGDWHG��ZLWK�XQGHUO\LQJ�LQIODWLRQ�UHPDLQLQJ�EHORZ

��SHU�FHQW�RYHU�WKH�ODVW�WZR�\HDUV���/RZ�DQG�VWDEOH�LQIODWLRQDU\�H[SHFWDWLRQV�UHGXFH

WKH�OLNHOLKRRG�WKDW�GRPHVWLF�LQIODWLRQ�ZLOO�UHVSRQG�LQ�D�VXVWDLQHG�ZD\�WR�WUDQVLWRU\

SUHVVXUHV���&RQVHTXHQWO\��WKHUH�LV�OHVV�QHHG�IRU�PRQHWDU\�SROLF\�WR�UHVSRQG�WR�VXFK

GHYHORSPHQWV�

- 7KH�RQVHW�RI�WKH�(DVW�$VLDQ�ILQDQFLDO�FULVLV�LQ������FRQWULEXWHG�WR�D�VLJQLILFDQW

EXW�RUGHUO\�GHSUHFLDWLRQ�RI�WKH�$XVWUDOLDQ�GROODU��SDUWLFXODUO\�DJDLQVW�WKH

FXUUHQFLHV�RI�WKH�PDMRU�HFRQRPLHV���,Q�WKH�SDVW��IDOOV�LQ�WKH�FXUUHQF\�KDYH

IORZHG�WKURXJK�LQWR�KLJKHU�FRQVXPHU�SULFH�LQIODWLRQ���7KLV�WLPH��DVVLVWHG�E\

GHFOLQLQJ�LQWHUQDWLRQDO�SURGXFHU�SULFHV��D�EHWWHU�SROLF\�IUDPHZRUN�DQG�D�PRUH

FRPSHWLWLYH�HFRQRP\�KDYH�KHOSHG�PLQLPLVH�WKH�IORZ�RQ�RI�LPSRUW�SULFH�ULVHV

LQWR�GRPHVWLF�SULFHV�DQG�ZDJHV�

- 0RUH�VWDEOH�DQG�ORZ�LQIODWLRQDU\�H[SHFWDWLRQV�VKRXOG�PHDQ�OHVV�QHHG�IRU�SROLF\

WR�EH�WLJKWHQHG�DJJUHVVLYHO\�LQ�WKH�IDFH�RI�DQ�LQFUHDVH�LQ�LQIODWLRQ���,Q�WKH�SDVW�

SROLF\�RIWHQ�KDG�WR�EH�WLJKWHQHG�DJJUHVVLYHO\�LQ�RUGHU�WR�DYRLG�VWURQJ�JURZWK

EHLQJ�WUDQVODWHG�LQWR�D�ULVH�LQ�LQIODWLRQDU\�H[SHFWDWLRQV���7KHVH�H[SHFWDWLRQV

WHQGHG�WR�ULVH�ZLWK�ULVLQJ�JURZWK�DQG�LQIODWLRQ�ZLWK�WKH�FRQVHTXHQFH�WKDW�ZDJHV

DQG�SULFHV�URVH�IXUWKHU�OHDGLQJ�WR�DQ�LQIODWLRQDU\�VSLUDO���7KH�SROLF\�WLJKWHQLQJ

UHTXLUHG�WR�UHLQ�LQ�WKHVH�VSLUDOV�RIWHQ�OHG�WR�VKDUS�IDOOV�LQ�HFRQRPLF�DFWLYLW\�DQG

VWHHS�ULVHV�LQ�XQHPSOR\PHQW���,I�LQIODWLRQ�H[SHFWDWLRQV�UHPDLQ�ORZ�DQG�VWDEOH�LQ

WKH�IDFH�RI�VWURQJ�HFRQRPLF�JURZWK��WKLV�UHGXFHV�WKH�QHHG�IRU�VKDUS�WLJKWHQLQJ

RI�SROLF\�DQG�ZLGH�VZLQJV�LQ�HFRQRPLF�DFWLYLW\���7KLV�UHGXFWLRQ�LQ�RXWSXW

YRODWLOLW\�DQG�SROLF\�XQFHUWDLQW\�VKRXOG�SURYLGH�D�VXSSRUWLYH�HQYLURQPHQW�IRU

HPSOR\PHQW�JURZWK�RYHU�WKH�ORQJHU�WHUP�

� 7KH�&RPPRQZHDOWK�EXGJHW�KDV�EHHQ�UHWXUQHG�WR�VXUSOXV��DQG�LV�SURMHFWHG�WR�UHPDLQ

LQ�VXUSOXV�RYHU�WKH�QH[W�IRXU�\HDUV��UHGXFLQJ�FRQFHUQ�LQ�UHODWLRQ�WR�WKH�FXUUHQW

DFFRXQW���,W�LV�QRZ�PXFK�FOHDUHU�WKDW�ERUURZLQJ�IURP�DEURDG�LV�IRU�SULYDWH�SXUSRVHV�

DVVHVVHG�DJDLQVW�FRPPHUFLDO�FULWHULD�

� /RQJ�WHUP�ERQG�GLIIHUHQWLDOV�ZLWK�WKH�86�KDYH�QDUURZHG�FRQVLGHUDEO\��UHPDLQLQJ

EHORZ�����SHUFHQWDJH�SRLQWV�RYHU�PRVW�RI�WKH�SDVW�WZR�\HDUV�

� $YHUDJH�PXOWL�IDFWRU�SURGXFWLYLW\�JURZWK�VLQFH���������KDV�EHHQ�D�IXOO�SHUFHQWDJH

SRLQW�KLJKHU�WKDQ�WKH�ORQJ�UXQ�DYHUDJH���7KH�HFRQRP\�LV�H[SHFWHG�WR�UHFRUG�LWV

VHFRQG�VXFFHVVLYH�\HDU�RI�HFRQRPLF�JURZWK�LQ�H[FHVV�RI���SHU�FHQW��ZLWK�WKH

H[SDQVLRQ�QRZ�LQ�LWV�HLJKWK�\HDU�

- ,PSRUWDQWO\��WKH�UHFHQW�SHULRG�RI�VWURQJ�HFRQRPLF�JURZWK�KDV�QRW�EHHQ

DVVRFLDWHG�ZLWK�WKH�HPHUJHQFH�RI�XQVXVWDLQDEOH�ZDJH�SUHVVXUHV�WKDW�KDYH
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FRQWULEXWHG�WR�LQFUHDVLQJ�LQIODWLRQ�LQ�SDVW�SHULRGV�ZKHQ�WKH�HFRQRP\�KDV

JURZQ�VWURQJO\�DW�DQ�DGYDQFHG�VWDJH�RI�WKH�H[SDQVLRQ���0RUH�IOH[LEOH

ZRUNSODFH�DUUDQJHPHQWV�KDYH�VKDUSO\�UHGXFHG�WKH�WHQGHQF\�IRU�ZDJH�VHWWLQJ

SURFHVVHV�WR�FRQWULEXWH�WR�LQIODWLRQDU\�SUHVVXUHV�WKDW�PLJKW�RWKHUZLVH�KDYH

QHFHVVLWDWHG�D�FRQWUDFWLRQDU\�SROLF\�UHVSRQVH�

� 6RXQG�FRUSRUDWH�JRYHUQDQFH�DQG�SUXGHQWLDO�VXSHUYLVLRQ�RI�WKH�ILQDQFLDO�V\VWHP�KDYH

HQKDQFHG�IRUHLJQ�LQYHVWRU�FRQILGHQFH�LQ�$XVWUDOLD�DW�D�WLPH�ZKHQ�PDQ\�HFRQRPLHV

DURXQG�XV�ZHUH�EHLQJ�EXIIHWHG�E\�XQFHUWDLQW\�

��� ,W�LV�FOHDU�WKDW�¶QDWLRQDO�HFRQRPLF�SROLFLHV�ZLOO��LQ�SDUW��GHWHUPLQH�KRZ�ZHOO�ZH

PDQDJH�WKH�FRQVHTXHQFHV�RI�JOREDO�PDUNHWV·���

��� 7KH�UREXVWQHVV�RI�WKH�FXUUHQW�SROLF\�IUDPHZRUN�KDV�EHHQ�¶VWUHVV�WHVWHG·�LQ�WKH

DIWHUPDWK�RI�WKH�ILQDQFLDO�FULVLV�WKDW�HPHUJHG�LQ�(DVW�$VLD�LQ�ODWH��������7KLV�UHVXOWHG�LQ�D

VHYHUH�HFRQRPLF�GRZQWXUQ�LQ�PDQ\�RI�RXU�PDMRU�WUDGLQJ�SDUWQHUV�LQ�WKH�UHJLRQ��DQG�D�ODUJH

IDOO�LQ�ZRUOG�FRPPRGLW\�SULFHV�

��� ,Q�WKH�SDVW��VXFK�GHYHORSPHQWV�PLJKW�KDYH�FUHDWHG�VHYHUH�GLIILFXOWLHV�IRU�$XVWUDOLD�

,QGHHG��PDQ\�REVHUYHUV�H[SHFWHG�WKDW�$XVWUDOLD�ZRXOG�H[SHULHQFH�D�VHULRXV�HFRQRPLF

GRZQWXUQ�RQ�WKLV�RFFDVLRQ���7KH�GHFOLQH�LQ�WKH��$�PLJKW�KDYH�FRQWULEXWHG�WR�GRPHVWLF

LQIODWLRQDU\�SUHVVXUHV���,QYHVWRU�FRQILGHQFH�PLJKW�KDYH�GHFOLQHG�LQ�WKH�IDFH�RI�D�ZLGHQLQJ

FXUUHQW�DFFRXQW�GHILFLW��&$'���SXWWLQJ�IXUWKHU�SUHVVXUH�RQ�WKH�FXUUHQF\���7KH�UHVXOW�ZRXOG

OLNHO\�KDYH�EHHQ�KLJKHU�VKRUW�DQG�ORQJ�WHUP�LQWHUHVW�UDWHV�

��� 7KH�NH\�GLIIHUHQFH�RQ�WKLV�RFFDVLRQ�KDV�EHHQ�WKDW�VRXQG�ILVFDO��VWUXFWXUDO�DQG

PRQHWDU\�SROLF\�IUDPHZRUNV�KDYH�PDLQWDLQHG�IRUHLJQ�LQYHVWRU�FRQILGHQFH�LQ�$XVWUDOLD�

$�ILVFDO�VXUSOXV��WRJHWKHU�ZLWK�D�VRXQG�PLFURHFRQRPLF�HQYLURQPHQW�XQGHUSLQQLQJ�SULYDWH

VHFWRU�LQYHVWPHQW�GHFLVLRQV��KDV�EHHQ�HVVHQWLDO�WR�PDUNHW�DFFHSWDQFH�RI�D�ZLGHQLQJ�&$'�

&XUUHQF\�GHSUHFLDWLRQ�KDV�QRW�IHG�WKURXJK�LQWR�KLJKHU�LQIODWLRQ���&RQVHTXHQWO\��WKH

$XVWUDOLDQ�HFRQRP\�KDV�EHHQ�DEOH�WR�EHQHILW�IURP�DQ�LQFUHDVH�LQ�FRPSHWLWLYHQHVV�DULVLQJ

IURP�DQ�RUGHUO\�FXUUHQF\�GHSUHFLDWLRQ��ZKLOH�PDLQWDLQLQJ�ORZ�LQWHUHVW�UDWHV�

��� 2WKHU�GHYHORSPHQWV�KDYH�UHGXFHG�WKH�OHYHO�RI�ULVN�DWWDFKHG�WR�$XVWUDOLD·V�H[WHUQDO

OLDELOLW\�SRVLWLRQ�DQG�KHOSHG�WR�UHGXFH�RXU�YXOQHUDELOLW\�WR�H[WHUQDO�VKRFNV�

� $XVWUDOLD·V�QHW�IRUHLJQ�GHEW�WR�*'3�UDWLR�KDV�VWDELOLVHG�LQ�UHFHQW�\HDUV��ZLWK�WKH

PRGHUDWH�H[SDQVLRQ�LQ�RXU�QHW�OLDELOLWLHV�EHLQJ�ODUJHO\�PHW�E\�LQFUHDVHG�QHW�HTXLW\

LQYHVWPHQW�

� 7KH�QHW�GHEW�VHUYLFLQJ�UDWLR�KDV�JUDGXDOO\�IDOOHQ�WR����SHU�FHQW�RI�H[SRUWV��WKH�ORZHVW

UDWLR�VLQFH������

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

��� )UDVHU��������
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� $XVWUDOLD·V�IRUHLJQ�FXUUHQF\�GHQRPLQDWHG�OLDELOLWLHV�DUH�QRZ�RXWZHLJKHG�E\�IRUHLJQ

FXUUHQF\�DVVHWV��VR�WKDW�WKH�QHW�LQFRPH�GHILFLW�QR�ORQJHU�WHQGV�WR�HVFDODWH�ZKHQ�WKH

�$�GHSUHFLDWHV�

� 7KH�SXEOLF�VKDUH�RI�QHW�H[WHUQDO�GHEW�KDV�DOVR�IDOOHQ�WR�LWV�ORZHVW�OHYHO�VLQFH������

� 2YHU����SHU�FHQW�RI�VKRUW�WHUP�GHEW�LV�KHOG�E\�WKH�5HVHUYH�%DQN�DQG

SUXGHQWLDOO\�UHJXODWHG�GHSRVLWDU\�FRUSRUDWLRQV�

��� 7KHUH�LV��KRZHYHU��QR�URRP�IRU�FRPSODFHQF\���&RQWLQXLQJ�VWUXFWXUDO�UHIRUP�LV

QHFHVVDU\�WR�UHGXFH�FRQVWUDLQWV�WR�JURZWK�E\�UDLVLQJ�SURGXFWLYLW\�JURZWK��LQFUHDVLQJ

IOH[LELOLW\�DQG�H[WHQGLQJ�FRPSHWLWLYH�SUHVVXUHV�WKURXJKRXW�WKH�HFRQRP\�

/RVHUV�IURP�VWUXFWXUDO�FKDQJH

��� 7KHUH�KDYH�EHHQ�FRQFHUQV�WKDW�JOREDOLVDWLRQ�KDV�KXUW�VRPH�LQ�WKH�FRPPXQLW\�

��� *OREDOLVDWLRQ��OLNH�PRVW�VLJQLILFDQW�HFRQRPLF�FKDQJH��ZKLOH�FRQWULEXWLQJ�WR�DQ�RYHUDOO

OLIW�LQ�HFRQRPLF�SHUIRUPDQFH�DV�FRQVWUDLQWV�RQ�ILQDQFLQJ�DUH�UDLVHG��PD\�DOVR�UHVXOW�LQ�WKHUH

EHLQJ�VRPH��LQGLYLGXDOV��HQWHUSULVHV��LQGXVWULHV���ZKR�DUH�PDGH�ZRUVH�RII��LQ�SDUWLFXODU

GXULQJ�D�WUDQVLWLRQ�SHULRG���,Q�DJJUHJDWH��FKDQJH�FDQ�EULQJ�VLJQLILFDQW�EHQHILWV�WR�WKH

HFRQRP\�DV�D�ZKROH���6FDUFH�UHVRXUFHV�FDQ�EH�UHGLUHFWHG�LQWR�WKRVH�VHFWRUV�WKDW�\LHOG�WKH

KLJKHVW�UHWXUQ�DQG�DW�WKH�VDPH�WLPH�DUH�OLNHO\�WR�SURYLGH�WKH�PRVW�VWDEOH�HPSOR\PHQW

SURVSHFWV�DQG�VWURQJHVW�HPSOR\PHQW�JURZWK���7KH�DGMXVWPHQW�SURFHVV�PD\�LQYROYH�SHRSOH

UHWUDLQLQJ�DQG�RU�FKDQJLQJ�MREV�ZLWKLQ�D�UHJLRQ��RU�PRYLQJ�WR�ORFDWLRQV�ZLWK�H[SDQGLQJ

RSSRUWXQLWLHV���

� 7KHUH�KDV�EHHQ�QR�XSZDUG�WUHQG�LQ�MRE�ORVVHV�GXH�WR�UHWUHQFKPHQW�RU�EXVLQHVV

FORVXUHV�RYHU�WKH�SDVW����\HDUV���7\SLFDOO\��WKHVH�DFFRXQW�IRU����WR����SHU�FHQW�RI�WRWDO

MRE�VHSDUDWLRQV���

� :KLOH�UHJLRQDO�IRUWXQHV�KDYH�FKDQJHG�RYHU�WKH�SDVW����\HDUV��PRUH�KDYH�JURZQ

�WKRVH�LQ�FRDVWDO�DUHDV��RU�QHDU�FDSLWDO�FLWLHV�RU�DVVRFLDWHG�ZLWK�JURZWK�LQGXVWULHV��WKDQ

WKRVH�WKDW�KDYH�FRQWUDFWHG��WKRVH�LQODQG�LQ�ZKHDW�VKHHS�EHOWV�DQG�GU\ODQG�JUD]LQJ�RU

PLQLQJ�UHJLRQV��

��� *RYHUQPHQW�KDV�D�UROH�LQ�PLQLPLVLQJ�WKH�WUDQVLWLRQ�FRVWV�RI�VWUXFWXUDO�FKDQJH���,W�FDQ

GR�WKLV�E\�UHGXFLQJ�WKH�GLVWRUWLRQV�LQ�WKH�HFRQRP\��ZKLFK�UHWDUG�FKDQJH�DQG�SHRSOH·V

DELOLW\�WR�PDQDJH�LW���)RU�H[DPSOH��WKH�JRYHUQPHQW�DOVR�KDV�DW�LWV�GLVSRVDO�JHQHUDOO\

DYDLODEOH�ZHOIDUH��MRE�VHDUFK�DQG�WUDLQLQJ�SURJUDPV��DV�ZHOO�DV��GHSHQGLQJ�RQ�WKH

FLUFXPVWDQFHV��WKH�RSWLRQ�RI�WDUJHWHG�VXSSRUW�PHDVXUHV�

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

��� 3URGXFWLYLW\�&RPPLVVLRQ��������
�� �LELG�
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*OREDOLVDWLRQ�DQG�LQFRPH�GLVWULEXWLRQ

��� 2YHU�WKH�ODVW�WZHQW\�RU�VR�\HDUV�WKHUH�KDV�EHHQ�D�ZLGHQLQJ�RI�LQFRPH�GLVWULEXWLRQ�LQ

PDQ\�FRXQWULHV���6RPH�KDYH�DUJXHG�WKDW�WKLV�LV�GXH�WR�LQFUHDVHG�WUDGH�DQG�JOREDOLVDWLRQ�

��� 7KH�DUJXPHQW�LV�WKDW�FRXQWULHV�ZLWK�ODUJH�VXSSOLHV�RI�VNLOOHG�ODERXU�KDYH�VZLWFKHG�WR

SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV�WKDW�PDNH�LQWHQVLYH�XVH�RI�VNLOOHG�ODERXU�DQG�WR�WKH

LPSRUW�RI�JRRGV�DQG�VHUYLFHV�WKDW�PDNH�LQWHQVLYH�XVH�RI�XQVNLOOHG�ODERXU���7KH�UHVXOW�LQ

WKRVH�FRXQWULHV�LV�D�GHFOLQH�LQ�GHPDQG�IRU�XQVNLOOHG�ZRUNHUV�DQG�D�UHVXOWLQJ�LQFUHDVH�LQ

HDUQLQJV�GLVSHUVLRQ���+RZHYHU��WKHUH�DUH�WZR�SUREOHPV�ZLWK�WKLV�K\SRWKHVLV���)LUVW��WKH

FRPSRVLWLRQDO�VKLIW�EHWZHHQ�VNLOOHG�DQG�XQVNLOOHG�ZRUNHUV�KDV�EHHQ�IRXQG�WR�EH�WRR�ZHDN

WR�H[SODLQ�WKH�LQFUHDVH�LQ�LQHTXDOLW\�DQG��VHFRQG��WKHUH�KDV�EHHQ�D�UHODWLYH�LQFUHDVH�LQ

GHPDQG�IRU�VNLOOHG�ODERXU�LQ�YLUWXDOO\�DOO�FRXQWULHV����

��� $�PRUH�FRQVLVWHQW�H[SODQDWLRQ�LV�WKDW�RUJDQLVDWLRQDO�FKDQJH��IDFLOLWDWHG�E\

FRPSXWHU�DQG�WHOHFRPPXQLFDWLRQV�WHFKQRORJ\��KDV�FKDQJHG�WKH�W\SH�RI�HPSOR\HH�VNLOOV

WKDW�DUH�QRZ�LQ�GHPDQG���6NLOOV�WKDW�DSSHDU�WR�EH�LQFUHDVLQJO\�YDOXHG�LQFOXGH�YHUVDWLOLW\

DFURVV�WDVNV��DELOLW\�WR�OHDUQ�QHZ�WDVNV��DSWLWXGH�WR�WDNH�DGYDQWDJH�RI�FRPSOHPHQWDULWLHV

EHWZHHQ�WDVNV��DELOLW\�WR�FRPPXQLFDWH�ZLWK�RWKHU�HPSOR\HHV�LQ�D�WHDP��DQG�LQFUHDVHG

UHVSRQVLELOLW\�DQG�GHFLVLRQ�PDNLQJ�SRZHU�����:KLOH�WKLV�H[SODQDWLRQ�LV�PRUH�FRQVLVWHQW�ZLWK

REVHUYHG�FRPSRVLWLRQDO�FKDQJHV��IXUWKHU�DQDO\VLV�LV�UHTXLUHG�

��� :KLOH�LW�LV�QRW�SRVVLEOH�WR�EH�FRQFOXVLYH�DERXW�WKH�FDXVHV�RI�LQFUHDVHV�LQ�GLVSHUVLRQ

RI�HDUQLQJV��LW�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKDW�WKHUH�LV�D�WUDGH�RII�EHWZHHQ�SROLFLHV�GHVLJQHG

WR�DFKLHYH�D�PRUH�HTXDO�LQFRPH�GLVWULEXWLRQ�DQG�WKRVH�WKDW�PLJKW�FRQWULEXWH�WR�D�KLJKHU

DJJUHJDWH�OHYHO�RI�LQFRPH�

��� $XVWUDOLD�VKRXOG�VHHN�WR�LPSOHPHQW�SROLFLHV�WKDW�SODFH�LW�LQ�D�VWURQJ�SRVLWLRQ�WR

H[SORLW�WKH�RSSRUWXQLWLHV�RI�WUDGH�DQG�JOREDOLVDWLRQ���6XFK�SROLFLHV�ZLOO�LQFOXGH�

� ODERXU�PDUNHW�SROLFLHV�ZKLFK�HQVXUH�MREV�DUH�SURSHUO\�UHZDUGHG�DQG�WKDW�HPSOR\HUV

DQG�HPSOR\HHV�FDQ�QHJRWLDWH�WR�IDFLOLWDWH�VWUXFWXUDO�FKDQJHV��DQG

� HGXFDWLRQ�DQG�WUDLQLQJ�SROLFLHV��ZKLFK�HTXLS�WKH�ZRUNIRUFH�ZLWK�WKH�VNLOOV�WR�DGDSW�WR

DQG�WDNH�DGYDQWDJH�RI�RUJDQLVDWLRQDO�FKDQJHV�

��� :KLOH�WKHVH�SROLFLHV�PD\�QRW�SUHYHQW�VRPH�LQFUHDVH�LQ�HDUQLQJV�GLVSHUVLRQ��WKH\�GR�QRW

LPSO\�D�OHVV�HTXDO�GLVWULEXWLRQ�RI�QDWLRQDO�LQFRPH���,PSRUWDQWO\�WKH�RSHUDWLRQ�RI�WD[DWLRQ

DQG�ZHOIDUH�SROLFLHV�LQ�$XVWUDOLD�KDV�PHDQW�WKDW�IDPLO\�LQFRPH�GLVWULEXWLRQ�KDV�LPSURYHG

SURJUHVVLYHO\�RYHU�WKH�ODVW�WZR�GHFDGHV���,Q�SDUWLFXODU��WKRVH�IDPLOLHV�RQ�WKH�ERWWRP�TXLQWLOH

KDYH�LPSURYHG�WKHLU�UHODWLYH�SRVLWLRQ����)XUWKHU��UHFHQW�HYLGHQFH�VXJJHVWV�WKDW�WKHUH�KDV

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

��� $QDO\VLV�LQ�$XVWUDOLD�VXJJHVWV�WKDW�FKDQJHV�LQ�WKH�GLVWULEXWLRQ�RI��DQG�UHWXUQV�WR��XQREVHUYDEOH�FKDUDFWHULVWLFV�DUH
LPSRUWDQW�IDFWRUV�LQ�H[SODLQLQJ�WKH�LQFUHDVH�LQ�HDUQLQJV�LQHTXDOLW\���6HH��IRU�H[DPSOH��%RUODQG��������

�� 7KHVH�LVVXHV�DUH�GLVFXVVHG�E\�'HQQLV�6QRZHU��&DXVHV�RI�&KDQJLQJ�,QFRPH�,QHTXDOLW\��LQ�,QFRPH�,QHTXDOLW\��,VVXHV�DQG
3ROLF\�2SWLRQV��$�6\PSRVLXP�VSRQVRUHG�E\�WKH�)HGHUDO�5HVHUYH�%DQN�RI�.DQVDV�&LW\��$XJXVW������

�� 6HH�IRU�H[DPSOH�-RKQVRQ��0DQQLQJ��DQG�+HOOZLJ��������
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EHHQ�D�UHGXFWLRQ�LQ�MRE�LQVHFXULW\�����,Q�RWKHU�ZRUGV��ZKLOH�PDFURHFRQRPLF�DQG�VWUXFWXUDO

SROLFLHV�KDYH�DGRSWHG�D�OHVV�LQWHUYHQWLRQLVW�SHUVSHFWLYH��LW�KDV�EHHQ�SRVVLEOH�IRU�SROLF\�WR

DOVR�DGGUHVV�LQFRPH�GLVWULEXWLRQ�LVVXHV���7KH�FKDOOHQJH�ZLOO�EH�WR�PDLQWDLQ�WKLV�EDODQFH�

/RRNLQJ�IRUZDUG��RSSRUWXQLWLHV�IURP�JOREDOLVDWLRQ

��� 7KH�LPSRUWDQW�UROH�RI�,7�LQ�JOREDOLVDWLRQ��WRJHWKHU�ZLWK�SUH�H[LVWLQJ�$XVWUDOLDQ

VWUHQJWKV��SURYLGHV�DQ�RSSRUWXQLW\�WR�FRQTXHU�WKH�¶W\UDQQ\�RI�GLVWDQFH·���2XU�SRWHQWLDO

FRPSDUDWLYH�DGYDQWDJHV�LQ�D�JOREDOLVHG�ZRUOG�DUH�QRW�MXVW�WKH�REYLRXV�RQHV�RI�UHDVRQDEOH

WHOHFRPPXQLFDWLRQV��JRRG�,7�OLWHUDF\��DQG�D�VRSKLVWLFDWHG�GRPHVWLF�ILQDQFLDO�VHFWRU�ZLWK

JRRG�UHJLRQDO�DQG�JOREDO�H[SHULHQFH���2XU�DGYDQWDJHV�H[WHQG�WR�WKH�OHVV�REYLRXV��EXW�KLJKO\

UHOHYDQW�LQVWLWXWLRQDO�VWUHQJWKV�RI�D�UXOH�RI�ODZ��UHVSHFW�IRU�LQWHOOHFWXDO�SURSHUW\�ULJKWV��JRRG

PDFURHFRQRPLF�SROLF\�DUUDQJHPHQWV��JRRG�SUXGHQWLDO�VXSHUYLVLRQ�DUUDQJHPHQWV��DQG�D

VWURQJ�FLYLO�VRFLHW\�ZLWK�FDSDEOH�SURIHVVLRQDO�JURXSV�XQGHUSLQQLQJ�JRRG�VWDQGDUGV�RI

DFFRXQWLQJ��DXGLWLQJ��DQG�RWKHU�SURIHVVLRQDO�VNLOOV�WKDW�DUH�OLNHO\�WR�EH�HDVLO\�H[SRUWHG�LQWR

JOREDOLVHG�PDUNHWV�

��� $V�RQH�DQDO\VW�QRWHG�RI�WKH�JOREDOLVDWLRQ�RI�VHFXULWLHV�WUDGLQJ���¶,Q�D�JOREDO�PDUNHW

HQYLURQPHQW��EHLQJ�ORFDWHG�LQ�D�FRXQWU\�ZLWK�D�ORQJ�WUDGLWLRQ�RI�SURSHUW\�ULJKWV�VHFXULW\

SURYLGHV�D�FRPSHWLWLYH�DGYDQWDJH���7KXV��HFRQRPLHV�ZLWK�D�KLJKHU�SUREDELOLW\�RI�WKH

LPSRVLWLRQ�RI�H[FKDQJH�FRQWUROV��PXOWLSOH�H[FKDQJH�UDWHV��UHVWUDLQWV�RQ�IRUHLJQ�LQYHVWPHQWV

RU�LQWHUHVW�HTXDOLVDWLRQ�WD[HV�XQGHUPLQH�WKH�FRPSHWLWLYH�SRVLWLRQ�RI�WKHLU�VHFXULWLHV�PDUNHWV

LQ�JOREDO�FRPSHWLWLRQ�·��

���� $XVWUDOLD
V�SDUWLFXODU�FRPSDUDWLYH�DGYDQWDJHV�IRU�WKH�ZRUOG�RI�JOREDOLVHG�ILQDQFH

VKRXOG�JLYH�XV�DQ�HYHQ�VWURQJHU�QDWLRQDO�LQWHUHVW�LQ�HQVXULQJ�WKDW�JOREDOLVDWLRQ�LV�DGYDQFHG

RQ�D�VHFXUH��VXVWDLQDEOH�EDVLV��UDWKHU�WKDQ�FULPSHG�RU�VORZHG�

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

�� 6HH�:RRGHQ��������
�� 6PLWK���������RS�FLW�S����



��

7(506�2)�5()(5(1&(��

,QIRUPDWLRQ�UHTXLUHPHQWV�IRU�WKH�VWDEOH�DQG�HIILFLHQW�RSHUDWLRQ�RI
LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�LQFOXGLQJ�WKH�SURYLVLRQ�RI�LQIRUPDWLRQ
E\�JRYHUQPHQWV�DQG�GLVFORVXUH�E\�PDUNHW�SDUWLFLSDQWV��HVSHFLDOO\�E\
ODUJH�PDUNHW�SDUWLFLSDQWV�LQFOXGLQJ�KLJKO\�OHYHUDJHG�LQVWLWXWLRQV�

���� (YHQWV�RYHU�WKH�SDVW�WZR�\HDUV�KDYH�KLJKOLJKWHG�WKH�QHHG�IRU�JRYHUQPHQWV�WR�GR

PRUH�WR�UHDOLVH�WKH�EHQHILWV�DQG�PLQLPLVH�WKH�ULVNV�LQKHUHQW�LQ�WKH�G\QDPLVP�RI�WKH

LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWSODFH���&HQWUDO�WR�WKLV�REMHFWLYH�LV�FUHDWLQJ�DQ�HQYLURQPHQW�LQ

ZKLFK�PDUNHWV�RSHUDWH�HIILFLHQWO\�WKURXJK�LQIRUPHG�GHFLVLRQ�PDNLQJ�DQG�DSSURSULDWH�ULVN

PDQDJHPHQW�

���� 7KH�UHFHQW�FULVHV�KDYH�UHYHDOHG�VKRUWFRPLQJV�LQ�WKH�ZD\�LQYHVWRUV�DQG�FUHGLWRUV�KDYH

HYDOXDWHG�DQG�SULFHG�WKH�ULVN�RI�WKHLU�LQYHVWPHQW�DQG�OHQGLQJ�GHFLVLRQV���,Q�SDUWLFXODU��DQ

DEVHQFH�RI�DGHTXDWH��UHOLDEOH��DQG�WLPHO\�LQIRUPDWLRQ�LV�QRZ�ZLGHO\�DFFHSWHG�DV�RQH�RI�WKH

IDFWRUV�ZKLFK�H[DFHUEDWHG�WKH�VHYHULW\�RI�WKH�(DVW�$VLD�ILQDQFLDO�FULVLV���$�ODFN�RI

LQIRUPDWLRQ�PDNHV�LW�GLIILFXOW�IRU�LQYHVWRUV�WR�DVVHVV�ULVN�DQG�GLVWLQJXLVK�EHWZHHQ�ILUPV�DQG

ILQDQFLDO�LQVWLWXWLRQV�WKDW�DUH�VRXQG�DQG�WKRVH�WKDW�DUH�QRW��OHDGLQJ�WR�PDQ\�ERUURZHUV

EHLQJ�JURXSHG�HTXDOO\�UHODWLYH�WR�ULVN���7KLV�LQ�WXUQ��DW�D�WLPH�RI�FULVLV��FDQ�H[DFHUEDWH�DQ\

LQGLVFULPLQDWH�ZLWKGUDZDO�RI�FDSLWDO�

���� 6XFK�DQ�HYHQW�UHIOHFWV�DQ�XQGHUO\LQJ�IDLOXUH�RQ�WKH�SDUW�RI�PDUNHW�EDVHG�PHFKDQLVPV

WR�DGHTXDWHO\�SURYLGH�DQG�DVVHVV�LQIRUPDWLRQ���7KH�LQFUHDVLQJ�VRSKLVWLFDWLRQ�DQG

LQWHJUDWLRQ�RI�ILQDQFLDO�PDUNHWV�RYHU�WKH�ODVW�WZR�GHFDGHV��VXFK�DV�WKH�JURZWK�RI�GHULYDWLYH

PDUNHWV����KDYH�FRPSRXQGHG�WKH�GLIILFXOW\�IDFHG�E\�WKH�PDUNHW�LQ�DGGUHVVLQJ�LQIRUPDWLRQ

UHTXLUHPHQWV���,Q�SDUWLFXODU��WKH�LQIRUPDWLRQ�UHTXLUHPHQWV��ZKLFK�XQGHUSLQ�WKH�HIILFLHQW

DOORFDWLRQ�RI�UHVRXUFHV�DQG�LGHQWLILFDWLRQ�RI�ULVNV��DUH�FRQWLQXDOO\�HYROYLQJ�DV�WKH�JOREDO

HQYLURQPHQW�LWVHOI�FKDQJHV���7KLV�GHYHORSPHQW�DQG�LWV�LPSOLFDWLRQV�IRU�PDFURHFRQRPLF

VWDELOLW\�LPSO\�D�JUHDWHU�UROH�IRU�SXEOLF�SROLF\�DW�WKH�QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV��SROLF\

WKDW�EDODQFHV�WKH�FRVWV�DQG�EHQHILWV�RI�LQFUHDVHG�LQIRUPDWLRQ��DQG�WDNHV�LQWR�DFFRXQW�WKH

FKDQJLQJ�XQGHUO\LQJ�HQYLURQPHQW�

���� 7R�DGGUHVV�WKLV��JRYHUQPHQWV�DQG�WKH�LQWHUQDWLRQDO�FRPPXQLW\�KDYH�SODFHG�D�SULRULW\

RQ�JUHDWHU�WUDQVSDUHQF\��LPSURYLQJ�WKH�TXDOLW\�RI�LQIRUPDWLRQ�WKURXJK�FRGHV�DQG�VWDQGDUGV�

DQG�PRUH�HIIHFWLYH�VXUYHLOODQFH��DV�DQ�LQWHJUDO�SDUW�RI�WKH�ZLGHU�HIIRUW�WR�VWUHQJWKHQ�WKH

LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�

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

�� )RU�LQVWDQFH��WKH�WXUQRYHU�RI�IXWXUHV�FRQWUDFWV�WUDGHG�RQ�LQWHUQDWLRQDO�H[FKDQJHV�LQFUHDVHG�DOPRVW�WKUHH�IROG
EHWZHHQ������DQG������IURP�����PLOOLRQ�WR�����PLOOLRQ���,QWHUQDWLRQDO�)LQDQFH��QG�(GLWLRQ��3LOEHDP��0DF0LOODQ�3UHVV�
������S����



��

*UHDWHU�WUDQVSDUHQF\

���� 7KHUH�LV�ZLGHVSUHDG�UHFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�JUHDWHU�WUDQVSDUHQF\���7KH

7UHDVXUHU�LQ�KLV�RSHQLQJ�DGGUHVV�WR�WKH�0DQLOD�)UDPHZRUN�*URXS�PHHWLQJ�RQ����0DUFK

�����LGHQWLILHG�LPSURYHG�WUDQVSDUHQF\�DV�RQH�RI�WKH�NH\�HOHPHQWV�LQ�ZRUNLQJ�WRZDUGV�DQ

LPSURYHG�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�����7KH�,0)�0DQDJLQJ�'LUHFWRU�0LFKHO�&DPGHVVXV

FRPPHQWHG�LQ�D�UHFHQW�DGGUHVV�WR�WKH�,QWHUQDWLRQDO�2UJDQLVDWLRQ�RI�6HFXULWLHV

&RPPLVVLRQV��,26&2��WKDW�JUHDWHU�WUDQVSDUHQF\�LQ�LQWHUQDWLRQDO�ILQDQFH�KHOG�WKH�NH\�WR

ZRUOG�HFRQRPLF�VWDELOLW\���

���� %\�LPSURYLQJ�WUDQVSDUHQF\��SROLF\�PDNHUV�DQG�PDUNHWV�ZLOO�KDYH�DW�WKHLU�GLVSRVDO

PRUH�UHDGLO\�DYDLODEOH�LQIRUPDWLRQ�RQ�ZKLFK�WR�EDVH�SROLF\�DQG�FRPPHUFLDO�GHFLVLRQV���)RU

WKH�SXEOLF�SROLF\�PDNHU�WKLV�DOORZV�WKH�WLPHO\�LGHQWLILFDWLRQ�RI�HPHUJLQJ�SROLF\�DQG

LQVWLWXWLRQDO�IUDJLOLWLHV��DQG�IDFLOLWDWHV�WKHLU�FRUUHFWLRQ�EHIRUH�WKH\�EHFRPH�HPEHGGHG�DQG

PRUH�GLIILFXOW�WR�UHPHG\���)RU�SULYDWH�VHFWRU�SDUWLFLSDQWV��JUHDWHU�WUDQVSDUHQF\�SURPRWHV

�EXW�GRHV�QRW�JXDUDQWHH��PDUNHW�HIILFLHQF\�E\�DOORZLQJ�SDUWLFLSDQWV�WR�EHWWHU�LGHQWLI\�DQG

SULFH�ULVN�

���� 7UDQVSDUHQF\�LV�PRUH�WKDQ�VLPSO\�WKH�DYDLODELOLW\�RI�LQIRUPDWLRQ���,Q�SDUWLFXODU��DQ

HQYLURQPHQW�RI�JUHDWHU�WUDQVSDUHQF\�KDV�WKH�DGGHG�EHQHILW�RI�HQKDQFLQJ�DFFRXQWDELOLW\�

8OWLPDWHO\��SROLF\�PDNHUV�DQG�SULYDWH�VHFWRU�SDUWLFLSDQWV�DUH�DFFRXQWDEOH�HLWKHU�WR�WKH

PDUNHW�DQG�VKDUHKROGHUV��RU�WR�WKH�EDOORW�ER[��WR�GHOLYHU�VRXQG�SROLFLHV�DQG�JRRG

JRYHUQDQFH���7KLV�LPSRVHV�D�GLVFLSOLQH�RQ�SOD\HUV�WR�GHOLYHU�VRXQG�SROLFLHV�DQG�JRRG

JRYHUQDQFH�IURP�WKH�RXWVHW��DQG�D�VWURQJ�LQFHQWLYH�WR�UHVSRQG�SURPSWO\�WR�DQ\�ZHDNQHVVHV

WKDW�PD\�DULVH�

���� $�QXPEHU�RI�IRUD��LQFOXGLQJ�WKH�*����7UDQVSDUHQF\�DQG�$FFRXQWDELOLW\�:RUNLQJ

*URXS��KDYH�FRQVLGHUHG�ZKDW�PHDVXUHV�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DQG

JRYHUQPHQWV�FDQ�WDNH�WR�LPSURYH�WUDQVSDUHQF\���,Q�WKH�*����:RUNLQJ�*URXS�WKHUH�ZDV

FRQVHQVXV�RQ�WKH�QHHG�WR�LPSURYH�SROLF\�WUDQVSDUHQF\�DQG�GDWD�SURYLVLRQ��LQFOXGLQJ�RQ

IRUHLJQ�H[FKDQJH�UHVHUYHV��H[WHUQDO�GHEW�DQG�ILQDQFLDO�VHFWRU�VRXQGQHVV���7KH�:RUNLQJ

*URXS�UHFRPPHQGHG�WKDW�FRQVLGHUDWLRQ�VKRXOG�EH�JLYHQ�WR�FRPSLOLQJ�GDWD�RQ�LQWHUQDWLRQDO

H[SRVXUHV�RI�LQYHVWPHQW�EDQNV��KHGJH�IXQGV�DQG�RWKHU�LQVWLWXWLRQDO�LQYHVWRUV���

���� 7KH�*���·V�UHFRPPHQGDWLRQV�KDYH�VHUYHG�DV�D�EDVLV�IRU�IXUWKHU�ZRUN�E\�WKH�,0)

DQG�RWKHU�LQWHUQDWLRQDO�LQVWLWXWLRQV��DQG�FRQVLGHUDEOH�SURJUHVV�LV�EHLQJ�PDGH���7KH�%DQN�IRU

,QWHUQDWLRQDO�6HWWOHPHQWV��%,6��KDV�HVWDEOLVKHG�D�:RUNLQJ�*URXS��WKH�3DWDW�*URXS��RQ

WUDQVSDUHQF\�UHJDUGLQJ�DJJUHJDWH�SRVLWLRQV�WR�ORRN�DW�ZKDW�DJJUHJDWH�GDWD�FRXOG�EH

FROOHFWHG�WR�HQKDQFH�WKH�HIILFLHQW�RSHUDWLRQ�RI�PDUNHWV���7KH�,0)�([HFXWLYH�%RDUG��LQ

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

�� 2SHQLQJ�$GGUHVV�DW�WKH�0DQLOD�)UDPHZRUN�*URXS�0HHWLQJ��7KH�+RQ�3HWHU�&RVWHOOR�03�����0DUFK�������DYDLODEOH�RQ�OLQH
DW�KWWS���ZZZ�WUHDVXU\�JRY�DX�

�� 6WDEOH�DQG�(IILFLHQW�)LQDQFLDO�6\VWHPV�IRU�WKH���VW�&HQWXU\��$�4XHVW�IRU�7UDQVSDUHQF\�DQG�6WDQGDUGV��$GGUHVV�RI�0LFKHO
&DPGHVVXV��0DQDJLQJ�'LUHFWRU�RI�WKH�,QWHUQDWLRQDO�0RQHWDU\�)XQG��DW�WKH�;;,9WK�$QQXDO�&RQIHUHQFH�RI�WKH
,QWHUQDWLRQDO�2UJDQLVDWLRQ�RI�6HFXULWLHV�&RPPLVVLRQV��,26&2���/LVERQ��3RUWXJDO�����0D\������

�� 7KH�UHSRUW�RI�7KH�*����:RUNLQJ�*URXS�RQ�7UDQVSDUHQF\�DQG�$FFRXQWDELOLW\����2FWREHU�������LV�DYDLODEOH�RQ�OLQH�DW�WKH
%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�ZHEVLWH�DW�KWWS���ZZZ�ELV�RUJ



��

0DUFK�������DSSURYHG�DQ�H[SDQVLRQ�RI�WKH�6SHFLDO�'DWD�'LVVHPLQDWLRQ�6WDQGDUG��6''6���

WR�LQFOXGH�GDWD�LQ�WKH�DUHDV�RI�GHEW�DQG�LQWHUQDWLRQDO�UHVHUYH�SRVLWLRQV���$W�SUHVHQW��DERXW

RQH�TXDUWHU�RI�WKH�,0)·V�PHPEHUVKLS�FRPSO\�ZLWK�WKH�SURYLVLRQV�RI�WKH�6''6���$XVWUDOLD

VXEVFULEHG�WR�WKH�6''6�LQ�$SULO��������7KH�,0)��LQ�FRQMXQFWLRQ�ZLWK�WKH�2(&'��:RUOG

%DQN�DQG�%,6��KDV�DOVR�SXW�LQ�SODFH�DUUDQJHPHQWV�WR�IDFLOLWDWH�DFFHVV�WR�FUHGLWRU�VLGH

H[WHUQDO�GHEW�GDWD���

���� 7KH�*����:RUNLQJ�*URXS�DOVR�UHFRPPHQGHG�WKDW�WKH�,0)��LQ�WKH�FRQWH[W�RI�LWV

$UWLFOH�,9�FRQVXOWDWLRQV��SUHSDUH�WUDQVSDUHQF\�UHSRUWV�IRU�HFRQRPLHV�VXPPDULVLQJ�WKH

GHJUHH�WR�ZKLFK�WKH�HFRQRP\�PHHWV�LQWHUQDWLRQDOO\�UHFRJQLVHG�GLVFORVXUH�VWDQGDUGV���7KH

UHFRPPHQGDWLRQ�ZDV�HQGRUVHG�E\�D�7DVN�)RUFH�RQ�,QWHUQDWLRQDO�)LQDQFLDO�5HIRUP

FRPPLVVLRQHG�E\�WKH�3ULPH�0LQLVWHU�LQ�2FWREHU������WR�DGYLVH�RQ�KRZ�$XVWUDOLD�FRXOG

FRQWULEXWH�WR�LQWHUQDWLRQDO�ILQDQFLDO�UHIRUP���7KH�7DVN�)RUFH��FKDLUHG�E\�WKH�7UHDVXUHU�

UHFRPPHQGHG�WKDW�$XVWUDOLD�WDNH�WKH�OHDG�LQ�SUHSDULQJ�D�VHOI�DVVHVVPHQW�WUDQVSDUHQF\

UHSRUW��SURYLGLQJ�D�IRUPDW�DQG�PHWKRGRORJ\�WKDW�RWKHU�FRXQWULHV�PD\�FKRRVH�WR�IROORZ�

���� 7KH�UHSRUW��UHOHDVHG�E\�WKH�7UHDVXUHU�RQ����0DUFK���������EHQFKPDUNV�$XVWUDOLD·V

SUDFWLFHV�DJDLQVW�D�ZLGH�DUUD\�RI�¶EHVW�SUDFWLFH·�LQWHUQDWLRQDO�VWDQGDUGV�DQG�JLYHV�DQ�H[DPSOH

RI�KRZ�HFRQRPLHV�FDQ�H[SODLQ�WKHLU�HFRQRPLF�SROLFLHV�DQG�LQVWLWXWLRQDO�DUUDQJHPHQWV�

(QVXULQJ�WKDW�VXFK�SROLFLHV�DUH�FRPSUHKHQVLYHO\�XQGHUVWRRG�LQ�WKH�JOREDO�PDUNHWSODFH

HVWDEOLVKHV�FUHGLELOLW\�DQG��DV�LQGLFDWHG�HDUOLHU��DOORZV�LQYHVWRUV�WR�PDNH�D�PRUH�LQIRUPHG

ULVN�DVVHVVPHQW���7KLV�QRW�RQO\�SURPRWHV�PDUNHW�HIILFLHQF\��EXW�PD\�DOVR�UHGXFH�WKH�ULVN�RI

¶FRQWDJLRQ·��DW�D�WLPH�RI�FULVLV��DV�OHQGHUV�DUH�DEOH�WR�GLVWLQJXLVK�EHWZHHQ�WKH�ILQDQFLDO

FLUFXPVWDQFHV�IDFLQJ�GLIIHUHQW�FRXQWULHV�

���� )ROORZLQJ�RQ�IURP�WKH�$XVWUDOLDQ�H[DPSOH��WKH�,0)�ODXQFKHG�D�SLORW�SURMHFW�RI

H[SHULPHQWDO�FDVH�VWXGLHV�RQ�WUDQVSDUHQF\�SUDFWLFHV���7KH�WUDQVSDUHQF\�UHSRUWV�DUH�WR�EH

XVHG�RQ�D�WULDO�EDVLV�DV�SDUW�RI�WKH�,0)·V�VXUYHLOODQFH�DFWLYLWLHV���7R�GDWH��FDVH�VWXGLHV�KDYH

EHHQ�SUHSDUHG�E\�,0)�VWDII�IRU�WKH�8.�DQG�$UJHQWLQD�DQG�D�VHFRQG�URXQG�RI�FDVH�VWXGLHV

LV�VKRUWO\�WR�EH�XQGHUWDNHQ�

���� 7KRVH�FRXQWULHV�WKDW�KDYH�DGKHUHG�WR�VWDQGDUGV�DQG�EHHQ�PRUH�WUDQVSDUHQW�LQ�WKHLU

SROLF\�PDNLQJ�KDYH�IDUHG�UHODWLYHO\�EHWWHU�LQ�WKH�IDFH�RI�WKH�WXUEXOHQFH�RI�WKH�SDVW�WZR

\HDUV�

���� 1HYHUWKHOHVV��WUDQVSDUHQF\�DORQH�ZLOO�QRW�VROYH�RU�IRUHVWDOO�ILQDQFLDO�FULVHV�

,PSURYLQJ�WKH�DYDLODELOLW\�RI�GDWD�LV�DQ�LPSRUWDQW�VWHS��EXW�LI�WKH�ULVN�RI�ILQDQFLDO�LQVWDELOLW\

LV�WR�EH�UHGXFHG��WUDQVSDUHQF\�PXVW�EH�WDNHQ�D�VWHS�IXUWKHU�DQG�LQWHJUDWHG�LQWR�DQ

DVVHVVPHQW�RI�WKH�PDUNHW���7KH�IDLOXUH�RI�H[WHUQDO�UDWLQJV�DJHQFLHV�WR�GRZQJUDGH�WKH�GHEW

RI�PDQ\�RI�WKH�(DVW�$VLDQ�FULVLV�FRXQWULHV�XQWLO�DIWHU�WKH�RQVHW�RI�WKH�FULVLV�GHPRQVWUDWHV�D

ZHDNQHVV�RQ�WKH�SDUW�RI�VRPH�SULYDWH�SDUWLFLSDQWV�WR�DGHTXDWHO\�DVVHVV�DYDLODEOH

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

�� %DFNJURXQG�RQ�WKH�6''6�LV�DYDLODEOH�RQ�WKH�,0)�ZHE�VLWH�DW�KWWS���GVEE�LPI�RUJ�
�� 7KH�VWDWLVWLFV�DUH�ORFDWHG�DW�KWWS���ZZZ�RHFG�RUJ�GDF�GHEW���,QIRUPDWLRQ�DERXW�WKLV�LQLWLDWLYH�LV�DOVR�DYDLODEOH�IURP

WKH�,0)�ZHE�VLWH�DW�KWWS���ZZZ�LPI�RUJ�
�� 0DNLQJ�7UDQVSDUHQF\�7UDQVSDUHQW��$Q�$XVWUDOLDQ�$VVHVVPHQW��'HSDUWPHQW�RI�7UHDVXU\��0DUFK�������DYDLODEOH�RQ�OLQH�DW

KWWS���ZZZ�WUHDVXU\�JRY�DX



��

LQIRUPDWLRQ�����0LQLVWHUV�DW�WKH�6L[WK�$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ�LQ�/DQJNDZL�

0DOD\VLD��0D\�������WDVNHG�WKHLU�'HSXWLHV�WR�VXUYH\�WKH�FRGHV�RI�FRQGXFW�DQG�SUDFWLFHV

FXUUHQWO\�LQ�XVH�E\�YDULRXV�FUHGLW�UDWLQJ�DJHQFLHV�ZLWK�D�YLHZ�WR�HQFRXUDJLQJ�JUHDWHU

DFFRXQWDELOLW\���

���� 7KLV�LV��ODUJHO\��DQ�LVVXH�IRU�WKH�SULYDWH�VHFWRU�WR�DGGUHVV���&RPSHWLWLYH�SUHVVXUH�LQ�WKH

VXSSO\�RI�DGYLFH��RQ�LVVXHV�VXFK�DV�FUHGLW�ULVN��LV�JURZLQJ���+RZHYHU��WKHUH�LV�DQ�RQXV�RQ

JRYHUQPHQWV�WR�VWUHQJWKHQ�WKHLU�RZQ�LQIRUPDWLRQ�DQG�GLVFORVXUH�VWDQGDUGV�DQG�WR

FRPPXQLFDWH�PRUH�HIIHFWLYHO\�ZLWK�WKH�PDUNHWSODFH���,Q�WKLV�UHJDUG��JUHDWHU�WUDQVSDUHQF\

FDQ�SOD\�DQ�LPSRUWDQW�UROH�LQ�EXLOGLQJ�WUXVW�DQG�VWUHQJWKHQLQJ�WKH�SDUWQHUVKLS�EHWZHHQ

JRYHUQPHQW�DQG�WKH�SULYDWH�VHFWRU�

���� *RRG�SXEOLF�SROLF\�DLPV�DW�HQVXULQJ�DQ�DSSURSULDWH�EDODQFH�EHWZHHQ�FRVWV�DQG

EHQHILWV�IRU�DQ\�SDUWLFXODU�PHDVXUH�RU�VHW�RI�PHDVXUHV���7KLV�DSSOLHV�DOVR�WR�WUDQVSDUHQF\�

$SDUW�IURP�WKH�GLUHFW�UHVRXUFH�FRVWV�LQYROYHG�LQ�FROOHFWLQJ�DQG�GLVVHPLQDWLQJ�LQIRUPDWLRQ�

WKHUH�PD\�DOVR�EH�LQVWDQFHV�ZKHUH�JUHDWHU�WUDQVSDUHQF\�EHFRPHV�FRXQWHUSURGXFWLYH�WR�LWV

REMHFWLYHV���*RYHUQPHQWV�DQG�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�QHHG�WR�FRQVLGHU�FDUHIXOO\

WKH�HFRQRPLF�YDULDEOHV�WKH\�FKRRVH�WR�KLJKOLJKW���5HOHDVH�RI�WRR�PXFK�GDWD�FRXOG�VHUYH�WR

REIXVFDWH�UDWKHU�WKDQ�LQIRUP���5HOHDVH�RI�FHUWDLQ�GDWD��QRW�VHW�ZLWKLQ�DQ�DSSURSULDWH

FRQWH[W��UXQV�WKH�ULVN�RI�DQ�DGYHUVH�PDUNHW�UHDFWLRQ��UHJDUGOHVV�RI�ZKHWKHU�LW�UHSUHVHQWV

IXQGDPHQWDOV�

���� )RU�H[DPSOH��WKH�7KDL�DXWKRULWLHV��LQ�WKH�PLGVW�RI�WKH�FULVLV��ZHUH�UHTXLUHG�WR�UHOHDVH

GDWD�RQ�WKH�FHQWUDO�EDQN·V�IRUZDUG�IRUHLJQ�H[FKDQJH�SRVLWLRQV���7KLV�ZDV�LQWHQGHG�DV�D�VWHS

WRZDUGV�JUHDWHU�WUDQVSDUHQF\��LQ�OLQH�ZLWK�WKH�)XQG�SURJUDPPH��EXW�LWV�WLPLQJ�ZHDNHQHG

WKH�LPSDFW�RQ�FRQILGHQFH�WKDW�WKH�DQQRXQFHPHQW�RI�WKH�SURJUDPPH�FRXOG�KDYH�RWKHUZLVH

KDG�����%\�FRQWUDVW��LW�FDQ�EH�DUJXHG�WKDW�LI�WUDQVSDUHQF\�RQ�QHW�RIILFLDO�UHVHUYHV�KDG�EHHQ

LQ�SODFH�SULRU�WR�WKH�FULVLV��PXFK�RI�WKH�UXQ�GRZQ�LQ�UHVHUYHV�PD\�KDYH�EHHQ�DYRLGHG�

:KLOH�WKH�DERYH�LOOXVWUDWHV�WKDW�JUHDWHU�WUDQVSDUHQF\�QHHGV�WR�EH�FDUHIXOO\�FRQVLGHUHG��DV�D

JHQHUDO�UXOH��H[FHSWLRQV�WR�IXOO�WUDQVSDUHQF\�VKRXOG�EH�ZHOO�MXVWLILHG�DQG�RQO\�RFFXU�DW�D

WLPH�RI�SDUWLFXODU�PDUNHW�VHQVLWLYLW\���2QFH�WKH�SHULRG�RI�PDUNHW�VHQVLWLYLW\�KDV�SDVVHG��WKH

UDWLRQDOH�IRU�WKH�H[FHSWLRQ�VKRXOG�EH�UH�H[DPLQHG�

���� (IIRUWV�WR�LPSURYH�WUDQVSDUHQF\�DUH�QRUPDOO\�DVVRFLDWHG�ZLWK�WKH�SXEOLF�VHFWRU���,Q

SDUWLFXODU��WKLV�LQYROYHV�LQFUHDVLQJ�SXEOLF�DFFRXQWDELOLW\�LQ�DQ�HQYLURQPHQW�ZKHUH�SXEOLF

DJHQFLHV�DUH�JHQHUDOO\�QRW�VXEMHFW�WR�WKH�VDPH�GHJUHH�RI�GLVFLSOLQH�DV�H[LVWV�LQ�WKH�SULYDWH

PDUNHW�SODFH���+RZHYHU��UHFHQW�SUREOHPV�LQ�$VLD��HVSHFLDOO\�ZHDNQHVVHV�LQ�WKH�FRUSRUDWH

DQG�ILQDQFLDO�VHFWRUV��KDYH�GUDZQ�DWWHQWLRQ�WR�WKH�LVVXH�RI�JUHDWHU�WUDQVSDUHQF\��DQG

GLVFORVXUH��LQ�WKH�SULYDWH�VHFWRU���3DUWLFLSDQWV�DW�ERWK�WKH�0DQLOD�)UDPHZRUN�*URXS

PHHWLQJ��0HOERXUQH��0DUFK�������DQG�6L[WK�$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ��/DQJNDZL�

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

�� 8QGHUSLQQLQJV�IRU�D�6WDEOH�DQG�(TXLWDEOH�*OREDO�)LQDQFLDO�6\VWHP��)URP�2OG�'HEDWHV�WR�D�1HZ�3DUDGLJP��6WLJOLW]�DQG
%KDWWDFKDU\D��3DSHU�SUHSDUHG�IRU�WKH�(OHYHQWK�$QQXDO�%DQN�&RQIHUHQFH�RQ�'HYHORSPHQW�(FRQRPLFV��������$SULO�
������S��

�� 6L[WK�$3(&�)LQDQFH�0LQLVWHUV�0HHWLQJ�³�-RLQW�0LQLVWHULDO�6WDWHPHQW��/DQJNDZL��0DOD\VLD��������0D\�������SDUDJUDSK
���

�� ,0)�6XSSRUWHG�3URJUDPV�LQ�,QGRQHVLD��.RUHD�DQG�7KDLODQG��$�3UHOLPLQDU\�$VVHVVPHQW��/DQH��*KRVK��+DPDQQ��3KLOOLSV�
6KXO]H�*KDWWDV�DQG�7VLNDWD��,QWHUQDWLRQDO�0RQHWDU\�)XQG��-DQXDU\�������S������



��

0D\�������HPSKDVLVHG�WKDW�DWWHQWLRQ�PXVW�EH�IRFXVHG�RQ�ERWK�LI�ZH�ZDQW�WR�OLIW�HIILFLHQF\

LQ�WKH�ILQDQFLDO�PDUNHW�SODFH���7KHUH�LV�D�VWURQJ�FDVH�IRU�JUHDWHU�GLVFORVXUH�E\�WKH�SULYDWH

VHFWRU���'HYHORSPHQWV�LQ�WKLV�DUHD�DUH�GLVFXVVHG�LQ�WKH�IROORZLQJ�VHFWLRQ�

3ULYDWH�VHFWRU�GLVFORVXUH

���� 7KH�UROH�RI�WKH�SULYDWH�VHFWRU�LQ�IRUHVWDOOLQJ�DQG�UHVROYLQJ�FULVHV�LV�RQH�RI�WKH�PRVW

FRPSOH[�LVVXHV�EHLQJ�FRQVLGHUHG�LQ�PRYHV�WR�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�

���� 7KH�UHSRUW�RI�WKH�*����:RUNLQJ�*URXS�RQ�7UDQVSDUHQF\�DQG�$FFRXQWDELOLW\��LQ

2FWREHU�������KLJKOLJKWHG�WKH�LPSRUWDQFH�RI�LPSURYLQJ�GDWD�RQ�WKH�LQWHUQDWLRQDO

H[SRVXUHV�RI�EDQNV�DQG�LQVWLWXWLRQDO�LQYHVWRUV���7KH�*URXS�LGHQWLILHG�DQ�DEVHQFH�RI

SULQFLSOHV�DQG�VWDQGDUGV�WR�JXLGH�GLVFORVXUH�SUDFWLFHV�DQG�UHFRPPHQGHG�IXUWKHU�ZRUN�LQ

WKLV�DUHD���,Q�UHVSRQVH�WR�WKHVH�UHFRPPHQGDWLRQV�DQG�PRUH�ZLGHVSUHDG�FRQFHUQV�DPRQJ

WKH�LQWHUQDWLRQDO�ILQDQFLDO�FRPPXQLW\��ZRUN�RQ�HQKDQFHG�WUDQVSDUHQF\�DQG�GLVFORVXUH�RI

ILQDQFLDO�PDUNHW�SDUWLFLSDQWV��LQFOXGLQJ�KLJKO\�OHYHUDJHG�LQVWLWXWLRQV��+/,V���LV�EHLQJ

SURJUHVVHG�LQ�D�QXPEHU�RI�VSHFLDOLVHG�IRUD���

���� 7KH�UROH�RI�+/,V�DQG�RWKHU�ODUJH�LQVWLWXWLRQDO�LQYHVWRUV�LQ�ILQDQFLDO�PDUNHWV�LV�D�WRSLF

WKDW�KDV�DWWUDFWHG�FRQVLGHUDEOH�DWWHQWLRQ���,Q�SDUWLFXODU��WKHUH�LV�D�FRQFHUQ�WKDW�WKH�SURILW

VHHNLQJ�EHKDYLRXU�RI�¶JOREDO�PDFUR·�KHGJH�IXQGV�PD\�OHDG�WR�PDUNHW�PDQLSXODWLRQ�DQG

GHVWDELOLVDWLRQ�RI�VPDOO�PHGLXP�VL]HG�HFRQRPLHV���7KH�QHDU�FROODSVH�RI�/RQJ�7HUP�&DSLWDO

0DQDJHPHQW�LQ�6HSWHPEHU�������DOVR�KHLJKWHQHG�FRQFHUQ�DERXW�WKH�SRWHQWLDO�IRU�WKHVH

LQVWLWXWLRQV�WR�LQWURGXFH�QHZ�VRXUFHV�RI�LQVWDELOLW\���$�:RUNLQJ�*URXS�RQ�)LQDQFLDO

0DUNHWV�����HVWDEOLVKHG�DW�WKH�LQLWLDWLYH�RI�3UHVLGHQW�&OLQWRQ��UHFRPPHQGHG��LQ�$SULO������

LPSURYHPHQWV�LQ�GLVFORVXUH�DQG�ULVN�PDQDJHPHQW�SUDFWLFHV�IRU�+/,V��ZKLFK�ZRXOG��LI

LPSOHPHQWHG��KHOS�WR�FRQVWUDLQ�H[FHVVLYH�OHYHUDJH�LQ�WKH�V\VWHP�DQG�FRQWULEXWH�WR�D

UHGXFWLRQ�LQ�V\VWHPLF�ULVN�

���� 7KH�UHSRUW�RI�WKH�*URXS�EXLOGV�RQ�D�JURZLQJ�FRQVHQVXV�WKDW�+/,V��OLNH�RWKHU

ILQDQFLDO�LQVWLWXWLRQV��VKRXOG�FRPSO\�ZLWK�DSSURSULDWH�WUDQVSDUHQF\��GLVFORVXUH�DQG

UHJXODWRU\�UHTXLUHPHQWV���7R�WKLV�HQG��WKH�)LQDQFLDO�6WDELOLW\�)RUXP��VHH�DOVR�SDUDJUDSK

������FUHDWHG�E\�WKH�*���WR�VWUHQJWKHQ�FRRSHUDWLRQ�DPRQJ�WKH�LQWHUQDWLRQDO�JURXSV

LQYROYHG�LQ�ILQDQFLDO�UHJXODWLRQ�DQG�RYHUVLJKW��UHFHQWO\�HVWDEOLVKHG�D�ZRUNLQJ�JURXS�WR

SUHSDUH�D�UHSRUW�RQ�+/,V�E\�6HSWHPEHU����������7KH�5HVHUYH�%DQN�RI�$XVWUDOLD��5%$��LV

UHSUHVHQWHG�RQ�WKH�+/,�:RUNLQJ�*URXS�

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

�� 7KH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6���%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6���&RPPLWWHH�RQ
WKH�*OREDO�)LQDQFLDO�6\VWHP��&*)6���,QWHUQDWLRQDO�$VVRFLDWLRQ�RI�,QVXUDQFH�6XSHUYLVRUV��,$,6���,QWHUQDWLRQDO
$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH��,$6&���DQG�,QWHUQDWLRQDO�2UJDQLVDWLRQ�RI�6HFXULWLHV�&RPPLVVLRQV��,26&2��DUH
XQGHUWDNLQJ�RQJRLQJ�ZRUN�RQ�GLVFORVXUH�UHTXLUHPHQWV���7KH�%&%6�DQG�,26&2�SXEOLVKHG�UHFRPPHQGDWLRQV�LQ
)HEUXDU\������RQ�GLVFORVXUH�RI�WUDGLQJ�DFWLYLWLHV�RI�EDQNV�DQG�VHFXULWLHV�ILUPV�³�VHH
KWWS���ZZZ�ELV�RUJ�ZQHZ�KWP

�� +HGJH�)XQGV��/HYHUDJH��DQG�WKH�/HVVRQV�RI�/RQJ�7HUP�&DSLWDO�0DQDJHPHQW��5HSRUW�RI�WKH�3UHVLGHQW·V�:RUNLQJ�*URXS�RQ
)LQDQFLDO�0DUNHWV��86�7UHDVXU\��$SULO������

�� 7KH�)LQDQFLDO�6WDELOLW\�)RUXP�ZDV�HVWDEOLVKHG�RQ�WKH�UHFRPPHQGDWLRQ�RI�WKH�3UHVLGHQW�RI�WKH�%XQGHVEDQN��+DQV
7LHWPH\HU���0RUH�LQIRUPDWLRQ�RQ�WKH�)RUXP�FDQ�EH�REWDLQHG�IURP�WKH�%,6�ZHE�VLWH��KWWS���ZZZ�ELV�RUJ�



��

���� 7UHDVXU\�DQG�WKH�5%$�KDYH�VKDUHG�YLHZV�RQ�PDWWHUV�UHODWHG�WR�+/,V�DQG�ZH�UHIHU�WKH

&RPPLWWHH�WR�WKH�VXEPLVVLRQ�SUHSDUHG�E\�WKH�5%$�IRU�IXUWKHU�GHWDLO�RQ�WKLV�LVVXH�

,QWHUQDWLRQDO�FRGHV�DQG�VWDQGDUGV

���� 7KHUH�LV�D�ZLGHVSUHDG�FRQVHQVXV�DPRQJ�SROLF\�PDNHUV�DQG�UHJXODWRUV�WKDW�PRUH

ZLGHO\�DFFHSWHG�UXOHV�DQG�VWDQGDUGV�QHHG�WR�EH�SXW�LQ�SODFH�WR�SURPRWH�JUHDWHU�PDUNHW

HIILFLHQF\�DQG�IDFLOLWDWH�WKH�LQWHJUDWLRQ�RI�JOREDO�ILQDQFLDO�PDUNHWV�

���� 7KH�GHYHORSPHQW�DQG�LPSOHPHQWDWLRQ�RI�FRGHV�DQG�VWDQGDUGV�KDV�WKUHH�SULQFLSDO

REMHFWLYHV�

� )LUVW��WR�VHUYH�DV�D�EHQFKPDUN�IRU�HFRQRPLF�SHUIRUPDQFH���7KLV�ZLOO�DVVLVW�SROLF\

PDNHUV�DQG�UHJXODWRUV�WR�LGHQWLI\�LQVWDQFHV�RI�SRRU�SHUIRUPDQFH�DQG�WDNH�FRUUHFWLYH

DFWLRQ�

� 6HFRQG��WR�SURYLGH�IRU�WKH�GLVVHPLQDWLRQ�RI�UHOHYDQW��DFFXUDWH�DQG�WLPHO\�LQIRUPDWLRQ

E\�JRYHUQPHQWV��ILQDQFLDO�LQVWLWXWLRQV��DQG�WKH�SULYDWH�VHFWRU���+LJK�TXDOLW\�VWDQGDUGV�

HVSHFLDOO\�LQ�DUHDV�VXFK�DV�DFFRXQWLQJ��DVVLVW�LQ�WKH�DFFXUDWH�LQWHUSUHWDWLRQ�RI

LQIRUPDWLRQ���,Q�WKH�DEVHQFH�RI�VWDQGDUGV��LQIRUPDWLRQ�EHLQJ�GLVFORVHG�PD\�PLVOHDG

WKH�PDUNHW�UHVXOWLQJ�LQ�OHVV�WKDQ�RSWLPDO�UHVRXUFH�DOORFDWLRQ�DQG�XQFHUWDLQW\�

� 7KLUG��WR�IDFLOLWDWH�WKH�FRPSDUDELOLW\�RI�GDWD��DOORZLQJ�LQIRUPHG�FRPSDULVRQV�RI

WKH�ILQDQFLDO�DQG�HFRQRPLF�SHUIRUPDQFH�RI�ILUPV�DQG�HFRQRPLHV�

���� 'HYHORSLQJ�DQG�LPSOHPHQWLQJ�VWDQGDUGV�DQG�FRGHV�RI�JRRG�SUDFWLFH�WKDW�PHHW�WKHVH

WKUHH�REMHFWLYHV�ZLOO��WRJHWKHU�ZLWK�JUHDWHU�WUDQVSDUHQF\��SOD\�DQ�LPSRUWDQW�UROH�LQ�EXLOGLQJ

VWURQJHU��PRUH�UHVLOLHQW�DQG�PRUH�HIILFLHQW�ILQDQFLDO�V\VWHPV�DW�WKH�QDWLRQDO�OHYHO��V\VWHPV

LQ�ZKLFK�LQYHVWRUV�DQG�FUHGLWRUV�DUH�EHWWHU�DEOH�WR�PDNH�NQRZOHGJHDEOH�GHFLVLRQV��DQG

VXSHUYLVRUV�DUH�DEOH�WR�MXGJH�WKH�VRXQGQHVV�RI�FRPPLWPHQWV�E\�WKHLU�ILQDQFLDO�LQVWLWXWLRQV�

7KH�JOREDO�DFFHSWDQFH��DQG�FUHGLEOH�DQG�ULJRURXV�LPSOHPHQWDWLRQ��RI�DSSURSULDWH�VWDQGDUGV

DQG�FRGHV�ZLOO�LQ�WXUQ�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP��KHOSLQJ�WR�SUHYHQW

IXWXUH�FULVHV�

���� &RGHV�RI�JRRG�SUDFWLFH�RU�WKHLU�HTXLYDOHQW�QRZ�H[LVW��RU�DUH�DW�DGYDQFHG�VWDJHV�RI

SUHSDUDWLRQ�IRU��UHOHDVHV�RI�HFRQRPLF�GDWD��ILVFDO�WUDQVSDUHQF\��PRQHWDU\�DQG�ILQDQFLDO

SROLFLHV��EDQNLQJ�VXSHUYLVLRQ��VHFXULWLHV�PDUNHW�UHJXODWLRQ��LQVXUDQFH�UHJXODWLRQ��DFFRXQWLQJ

VWDQGDUGV��DXGLWLQJ�VWDQGDUGV��FRUSRUDWH�JRYHUQDQFH��SD\PHQWV�DQG�VHWWOHPHQW�V\VWHPV��DQG

EDQNUXSWF\�����&RXQWULHV�DUH�EHLQJ�VWURQJO\�HQFRXUDJHG�WR�DGKHUH�WR�WKHVH�VWDQGDUGV�DQG

FRGHV���7KH�FRGHV�ZLOO�DSSO\�ERWK�WR�WKH�SXEOLF�VHFWRU��H�J��WKH�FRQGXFW�RI�PRQHWDU\�DQG

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

�� $JHQFLHV�LQYROYHG�LQ�GHYHORSLQJ�DQG�RU�UHILQLQJ�QHZ�VWDQGDUGV�LQFOXGH��WKH�,0)��WKH�:RUOG�%DQN��WKH�2(&'��WKH
,QWHUQDWLRQDO�2UJDQLVDWLRQ�RI�6HFXULWLHV�&RPPLVVLRQV��,26&2���%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6��
WKH�,QWHUQDWLRQDO�$VVRFLDWLRQ�RI�,QVXUDQFH�6XSHUYLVRUV��,$,6���WKH�,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH
�,$6&���WKH�,QWHUQDWLRQDO�)HGHUDWLRQ�RI�$FFRXQWDQWV��,)$&���WKH�8QLWHG�1DWLRQV�&RPPLVVLRQ�RQ�,QWHUQDWLRQDO
7UDGH�/DZ��81&,75$/���DQG�WKH�&RPPLWWHH�RQ�3D\PHQW�DQG�6HWWOHPHQW�6\VWHPV��&366��



��

ILQDQFLDO�SROLF\��DQG�WR�WKH�SULYDWH�VHFWRU��H�J��FRGHV�RI�FRUSRUDWH�JRYHUQDQFH��DFFRXQWLQJ

DQG�DXGLWLQJ��

���� 2I�SDUWLFXODU�LQWHUHVW�DUH�FRGHV�DQG�VWDQGDUGV�EHLQJ�GHYHORSHG�WR�VWUHQJWKHQ�ULVN

PDQDJHPHQW�DQG�SUXGHQWLDO�UHJXODWLRQ���(YHQWV�LQ�$VLD�UHPLQGHG�XV�WKDW�LQYHVWRUV�DQG

OHQGHUV�KDYH�D�WHQGHQF\�WR�XQGHUHVWLPDWH�ULVNV�LQ�JRRG�WLPHV�DQG�RYHUHVWLPDWH�WKHP�LQ�EDG

WLPHV���)LQDQFLDO�PDUNHW�SDUWLFLSDQWV�QHHG�WR�VWUHQJWKHQ�WKHLU�SUDFWLFHV�RI�PDQDJLQJ�FUHGLW

DQG�PDUNHW�ULVN��DQG�VXSHUYLVRUV�QHHG�WR�LQFUHDVH�WKHLU�RYHUVLJKW�LQ�WKLV�DUHD���2QH

LPSRUWDQW�VWHS�LV�WKH�XSGDWLQJ�RI�WKH������%DVOH�&DSLWDO�$FFRUG�ULVN�ZHLJKWHG�FDSLWDO

V\VWHP�VR�WKDW�LW�EHWWHU�UHIOHFWV�WKH�FUHGLW�ULVNV�DVVRFLDWHG�ZLWK�GLIIHUHQW�DFWLYLWLHV���7KH

%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6��KDV�XQGHUWDNHQ�D�UHYLHZ�RI�WKH�&DSLWDO

$FFRUG�DQG�RQ���-XQH������UHOHDVHG�D�FRQVXOWDWLYH�SDSHU�RQ�D�QHZ�FDSLWDO�DGHTXDF\

IUDPHZRUN�

���� 7KH�%&%6�SDSHU�LGHQWLILHV�¶WKUHH�SLOODUV·�LQ�WKH�QHZ�$FFRUG��PLQLPXP�FDSLWDO

UHTXLUHPHQWV��ZKLFK�VHHN�WR�GHYHORS�DQG�H[SDQG�RQ�WKH�VWDQGDUGLVHG�UXOHV�VHW�IRUWK�LQ�WKH

�����$FFRUG��VXSHUYLVRU\�UHYLHZ�RI�DQ�LQVWLWXWLRQ·V�FDSLWDO�DGHTXDF\�DQG�LQWHUQDO

DVVHVVPHQW�SURFHVVHV��DQG�HIIHFWLYH�XVH�RI�PDUNHW�GLVFLSOLQH�DV�D�OHYHU�WR�VWUHQJWKHQ

GLVFORVXUH�DQG�HQFRXUDJH�VDIH�DQG�VRXQG�EDQNLQJ�SUDFWLFHV�����:KLOH�WKH�IRFXV�RI�WKH

$FFRUG�LV�RQ�LQWHUQDWLRQDOO\�DFWLYH�EDQNV��LWV�JXLGLQJ�SULQFLSOHV�DUH�DSSOLFDEOH�WR�EDQNV

PRUH�ZLGHO\�DQG�LW�ZLOO�SOD\�DQ�LPSRUWDQW�UROH�LQ�VWUHQJWKHQLQJ�SUXGHQWLDO�UHJXODWLRQ�

���� 7KH�UHFHQW�FULVHV�KDYH�DOVR�GHPRQVWUDWHG�WKH�ULVNV�DVVRFLDWHG�ZLWK�H[FHVVLYH

VKRUW�WHUP�ERUURZLQJ��SDUWLFXODUO\�LQ�IRUHLJQ�PDUNHW�FXUUHQFLHV���7KH�ELDV�LQ�IDYRXU�RI

VKRUW�WHUP�ILQDQFLQJ�KDV�DULVHQ�DV�D�UHVXOW�RI�GLVWRUWLRQV�DW�ERWK�WKH�QDWLRQDO�DQG

LQWHUQDWLRQDO�OHYHO���$W�WKH�QDWLRQDO�OHYHO�WKHVH�LQFOXGH�WD[�RU�UHJXODWRU\�DUUDQJHPHQWV��ZKLOH

DW�WKH�LQWHUQDWLRQDO�OHYHO�LW�KDV�EHFRPH�DSSDUHQW�WKDW�WKH�FXUUHQW�%DVOH�ULVN�EDVHG�FDSLWDO

UHTXLUHPHQWV�IDYRXU�WKH�XVH�RI�VKRUW�WHUP�LQWHUEDQN�FUHGLW�OLQHV�����7KH�,QWHULP�&RPPLWWHH

�,&��RI�WKH�,0)�LQ�$SULO������HQGRUVHG�IXUWKHU�ZRUN�WR�HOLPLQDWH�WKLV�UHJXODWRU\�ELDV���DQG

WKH�%&%6��DV�SDUW�RI�LWV�UHYLHZ�RI�WKH�&DSLWDO�$FFRUG��LV�FRQVLGHULQJ�ZD\V�WR�IDFWRU�PDWXULW\

PRUH�H[SOLFLWO\�LQWR�WKH�DVVHVVPHQW�RI�FUHGLW�ULVN�

���� :LWK�WKH�GHYHORSPHQW�RI�PDQ\�FRGHV�DQG�VWDQGDUGV�DW�DQ�DGYDQFHG�VWDJH��WKH�IRFXV

LV�QRZ�VKLIWLQJ�WR�LPSOHPHQWDWLRQ���6LQFH�FRXQWULHV�DUH�RIWHQ�DW�GLIIHUHQW�VWDJHV�RI

GHYHORSPHQW��LQGLYLGXDO�FRXQWULHV�PXVW��DFFRUGLQJ�WR�WKHLU�GRPHVWLF�FLUFXPVWDQFHV��WXUQ

WKH�SULQFLSOHV�EHLQJ�IRUPXODWHG�DW�WKH�LQWHUQDWLRQDO�OHYHO�LQWR�PRUH�SUHFLVH�VWDQGDUGV���7KLV

ZLOO�EH�D�FRPSOH[��DQG�DW�WLPHV�SROLWLFDOO\�VHQVLWLYH��WDVN�DQG�D�QXPEHU�RI�FRXQWULHV�DUH

OLNHO\�WR�UHTXLUH�WHFKQLFDO�DVVLVWDQFH�LQ�DGRSWLQJ�WKH�QHZ�VWDQGDUGV�

���� &RGHV�DUH�QRW�FRPSXOVRU\��UDWKHU�WKH\�DUH�H[DPSOHV�RI�EHVW�SUDFWLFH��DQG�LI�WKH

LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�LV�WR�EH�VWUHQJWKHQHG��JRYHUQPHQWV�ZLOO�QHHG�WR�EH

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

�� 7KH�&RQVXOWDWLYH�3DSHU�RQ�D�1HZ�&DSLWDO�$GHTXDF\�)UDPHZRUN�LV�DYDLODEOH�RQ�OLQH�DW�KWWS���ZZZ�ELV�RUJ���7KH�%&%6
VHHN�FRPPHQWV�RQ�WKH�SURSRVDOV�E\����0DUFK������

�� 7KH�ULVN�ZHLJKW�IRU�VKRUW�WHUP�LQWHUEDQN�OHQGLQJ�LV����SHU�FHQW��FRPSDUHG�ZLWK�����SHU�FHQW�DSSO\LQJ�WR�ORQJHU
WHUP�LQWHUEDQN�OHQGLQJ�

�� 6HH�WKH�&RPPXQLTXp�RI�WKH�,0)�,QWHULP�&RPPLWWHH�PHHWLQJ�����$SULO������



��

HQFRXUDJHG�LQ�WKHLU�XVH���3HHU�UHYLHZ�WKURXJK�RUJDQLVDWLRQV�VXFK�DV�WKH�2(&'�DQG�$3(&

ZLOO�SOD\�D�YDOXDEOH�UROH��DQG�WKH�,0)�LQ�FDUU\LQJ�RXW�LWV�$UWLFOH�,9�VXUYHLOODQFH�DFWLYLWLHV�ZLOO

DOVR�EH�H[DPLQLQJ�DGKHUHQFH�WR�LQWHUQDWLRQDO�VWDQGDUGV���7KH�UHSRUW�RI�*���)LQDQFH

0LQLVWHUV�WR�/HDGHUV�RQ����-XQH������UHFRJQLVHG�WKH�FKDOOHQJH�RI�LPSOHPHQWDWLRQ�DQG

FDOOHG�IRU�FRXQWU\�DGKHUHQFH�WR�EH�XVHG�LQ�GHWHUPLQLQJ�,0)�FRQGLWLRQDOLW\�����3HUKDSV�WKH

JUHDWHVW�LQGXFHPHQW�IRU�JRYHUQPHQWV�WR�DGRSW�FRGHV�DQG�VWDQGDUGV�ZLOO�EH�WKH�XVH�RI

FRQIRUPLW\�ZLWK�LQWHUQDWLRQDO�¶EHVW�SUDFWLFH·�E\�PDUNHWV�LQ�WKHLU�DVVHVVPHQWV�RI�WKH

VXVWDLQDELOLW\�RI�D�FRXQWU\·V�SROLFLHV�DQG�HFRQRPLF�SHUIRUPDQFH���7KLV�LQ�WXUQ�LV�OLNHO\�WR

LPSDFW�XSRQ�ERUURZLQJ�FRVWV�DQG�IORZV�RI�LQYHVWPHQW�DQG�VKRXOG�SURYH�D�VWURQJ�LQFHQWLYH

IRU�FRXQWULHV�WR�YROXQWDULO\�LPSOHPHQW�¶EHVW�SUDFWLFHV·�

7KH�UROH�RI�VXUYHLOODQFH

���� $�NH\�HOHPHQW�RI�FULVLV�SUHYHQWLRQ�LV�EHWWHU�VXUYHLOODQFH���7KDW�WKH�$VLDQ�ILQDQFLDO

FULVLV�FDPH�DV�D�VXUSULVH�LQGLFDWHV�WKDW�VXUYHLOODQFH�KDV�EHHQ�LQDGHTXDWH���6XUYHLOODQFH

UHTXLUHV�KDYLQJ�LQ�SODFH�WKH�QHFHVVDU\�SURFHVVHV�IRU�LGHQWLI\LQJ�ULVNV�WR�HFRQRPLF

PDQDJHPHQW�DW�WKH�QDWLRQDO�DQG�JOREDO�OHYHO���7R�EH�HIIHFWLYH��VXUYHLOODQFH�PXVW�EH�PXFK

PRUH�WKDQ�LGHQWLI\LQJ�HPHUJLQJ�SUREOHPV���,W�DOVR�UHTXLUHV�WKH�GHYHORSPHQW�RI�RSWLRQV�

DVVHVVPHQW�RI�GRZQVLGH�ULVNV��DQG�HQVXULQJ�WKH�LPSOHPHQWDWLRQ�RI�UHPHGLDO�DFWLRQ�

���� 6XUYHLOODQFH�ZLOO�FRQWLQXH�SULPDULO\�WR�EH�WKH�UROH�RI�WKH�,0)�DQG�:RUOG�%DQN���7KH

,0)�WKURXJK�LWV�$UWLFOH�,9�FRQVXOWDWLRQV�FRQGXFWV�DQ�DQQXDO�DVVHVVPHQW�RI�WKH�PRQHWDU\�

ILVFDO�DQG�VWUXFWXUDO�SROLFLHV�LQ�LQGLYLGXDO�PHPEHU�HFRQRPLHV�����7KH�UHFHQW�ILQDQFLDO�FULVHV�

KRZHYHU��KDYH�OHG�WR�FDOOV�IRU�WKH�,0)�WR�HQKDQFH�LWV�VXUYHLOODQFH�DFWLYLWLHV�WR�LQFOXGH�WKH

EURDG�UDQJH�RI�SROLFLHV�QRZ�XQGHUVWRRG�WR�EH�FUXFLDO�WR�ILQDQFLDO�VWDELOLW\��LQ�SDUWLFXODU�WKH

KHDOWK�RI�ILQDQFLDO�DQG�FRUSRUDWH�VHFWRUV���,Q�WKLV�UHJDUG��WKH�,&�LQ�$SULO������UHTXHVWHG�WKH

,0)�DQG�RWKHU�UHOHYDQW�IRUD�WR�PRYH�IRUZDUG�H[SHGLWLRXVO\�ZLWK�HIIRUWV�XQGHU�ZD\�WR

LPSURYH�GDWD�RQ�FDSLWDO�IORZV��DQG�VXSSRUWHG�WKH�HVWDEOLVKPHQW�RI�V\VWHPV�IRU�KLJK

IUHTXHQF\�PRQLWRULQJ�RI�SULYDWH�H[WHUQDO�OLDELOLWLHV�

���� ,Q�DGGLWLRQ�WR�D�IRFXV�RQ�WKH�FDSLWDO�DFFRXQW��WKH�,0)��DV�LQGLFDWHG�HDUOLHU��ZLOO�EH

H[WHQGLQJ�LWV�VXUYHLOODQFH�UROH�WR�PRQLWRU�WKH�XSGDWLQJ�RI�VWDQGDUGV��SULQFLSOHV��DQG�FRGHV

RI�JRRG�FRQGXFW�LQ�PHPEHU�VWDWHV���7KLV�ZLOO�SDUWLFXODUO\�EH�WKH�FDVH�ZKHUH�D�PHPEHU

UHTXHVWV�DFFHVV�WR�WKH�QHZO\�HVWDEOLVKHG�&RQWLQJHQW�&UHGLW�/LQH��&&/���ZKHUH�LQFOXGHG

DPRQJ�WKH�ILYH�FULWHULD�IRU�DFFHVV�WR�WKH�&&/�LV�WKH�FRXQWU\·V�¶SURJUHVV�LQ�DGKHULQJ�WR

UHOHYDQW�LQWHUQDWLRQDOO\�DFFHSWHG�VWDQGDUGV�·

���� $XVWUDOLD�LV�VXSSRUWLYH�RI�WKH�,0)��LQ�FRQVXOWDWLRQ�ZLWK�RWKHU�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV��FRQWLQXLQJ�WR�WDNH�WKH�OHDG�LQ�VXUYHLOODQFH���,Q�H[HFXWLQJ�WKHVH�QHZ�WDVNV��LW�LV

HYLGHQW�WKDW�WKH�,0)�ZLOO�KDYH�WR�VXSSOHPHQW�LWV�LQ�KRXVH�H[SHUWLVH�DQG�GUDZ�RQ�WKH�VNLOOV�

UHVRXUFHV�DQG�DGYLFH�RI�WKH�PDQ\�DJHQFLHV�HQJDJHG�LQ�GHYHORSLQJ�DQG�GHILQLQJ�VWDQGDUGV�

,Q�WKLV�UHJDUG��WKH�HVWDEOLVKPHQW�RI�WKH�)LQDQFLDO�6HFWRU�/LDLVRQ�&RPPLWWHH�VKRXOG�KHOS

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

�� 5HSRUW�RI�WKH�*���)LQDQFH�0LQLVWHUV�RQ�6WUHQJWKHQLQJ�WKH�,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH�����-XQH������
�� 6HH�DOVR�,0)�$QQXDO�5HSRUW�������&KDSWHU�9,�¶6XUYHLOODQFH·�



��

LPSURYH�FRRUGLQDWLRQ�EHWZHHQ�WKH�%DQN�DQG�)XQG�DQG�FRQWULEXWH�WR�KLJK�TXDOLW\

VXUYHLOODQFH�DQG�WKH�SURYLVLRQ�RI�VRXQG�DGYLFH���

���� ,Q�WKH�FRQWH[W�RI�WUDQVSDUHQF\��,0)�PHPEHUV�DUH�QRZ�EHLQJ�HQFRXUDJHG�WR

YROXQWDULO\�UHOHDVH�WKH�UHVXOWV�RI�WKH�VXUYHLOODQFH�XQGHUWDNHQ�E\�,0)�VWDII���7KH�DLP�RI�WKLV

GHYHORSPHQW�LV�WR�SURPRWH�EHWWHU�GHFLVLRQ�PDNLQJ�DQG�HFRQRPLF�SHUIRUPDQFH�E\�IXUWKHU

LPSURYLQJ�WUDQVSDUHQF\�LQ�WKH�SROLFLHV�DQG�SUDFWLFHV�RI�PHPEHU�FRXQWULHV�����+RZHYHU��DQ

LVVXH�WKDW�QHHGV�WR�EH�FRQVLGHUHG�LV�ZKHWKHU�WKH�HIIHFWLYHQHVV�RI�VXUYHLOODQFH�PD\�EH

XQGHUPLQHG�LI�WKH�SXEOLFDWLRQ�RI�$UWLFOH�,9�UHSRUWV�LQKLELW�WKH�RSHQQHVV�DQG�FDQGRXU�ZLWK

ZKLFK�QDWLRQDO�DXWKRULWLHV�GHDO�ZLWK�,0)�VWDII�

���� $V�QRWHG�HDUOLHU��WR�EH�HIIHFWLYH��VXUYHLOODQFH�PXVW�OHDG�WR�WKH�LPSOHPHQWDWLRQ�RI

UHPHGLDO�DFWLRQ���,Q�WKLV�FRQWH[W��SHHU�UHYLHZ�SURFHVVHV�VXFK�DV�LQ�WKH�2(&'��$6($1�DQG

$3(&�FDQ�EH�LQIOXHQWLDO�LQ�VKDSLQJ�WKH�GLUHFWLRQ�RI�D�JRYHUQPHQW·V�SROLFLHV���2QH�IXUWKHU

VWHS��WR�ZKLFK�$XVWUDOLD�DWWDFKHV�SDUWLFXODU�LPSRUWDQFH��LV�WKH�HVWDEOLVKPHQW�RI�WKH�0DQLOD

)UDPHZRUN�*URXS�LQ�1RYHPEHU��������

���� 7KH�*URXS�FRPHV�WRJHWKHU�HYHU\�VL[�PRQWKV�DQG�KDV�SURYHQ�WR�EH�D�XVHIXO�IRUXP

IRU�IUDQN�GLVFXVVLRQ�RI�WKH�HFRQRPLF�LVVXHV�LPSDFWLQJ�XSRQ�RXU�UHJLRQ���,Q�KRVWLQJ�WKH

PRVW�UHFHQW�PHHWLQJ�RI�WKH�*URXS�LQ�0DUFK�������$XVWUDOLD�7UHDVXU\�DFWLYHO\�HQJDJHG

SDUWLFLSDQWV�LQ�GLVFXVVLRQV�DERXW�WKH�PDFURHFRQRPLF�RXWORRN��SROLF\�LVVXHV��SDUWLFXODUO\�LQ

UHJDUG�WR�WKH�GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�WKH�,0)�VXSSRUWHG�SURJUDPV�LQ�$VLD���DQG

UHIRUP�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�

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

�� 7KH�)LQDQFLDO�6HFWRU�/LDLVRQ�&RPPLWWHH�ZDV�HVWDEOLVKHG�LQ�6HSWHPEHU������
�� 6HH�¶$�*XLGH�WR�3URJUHVV�LQ�6WUHQJWKHQLQJ�WKH�$UFKLWHFWXUH�RI�WKH�,QWHUQDWLRQDO�)LQDQFLDO�6\VWHP·�����$SULO�������DYDLODEOH

RQ�OLQH�DW�KWWS���ZZZ�LPI�RUJ�
�� 7KH�0DQLOD�)UDPHZRUN�*URXS�EULQJV�WRJHWKHU�)LQDQFH�DQG�&HQWUDO�%DQN�RIILFLDOV�IURP��$XVWUDOLD��%UXQHL

'DUXVVDODP��&DQDGD��&KLQD��+RQJ�.RQJ�6$5��,QGRQHVLD��-DSDQ��.RUHD��0DOD\VLD��1HZ�=HDODQG��WKH�3KLOLSSLQHV�
6LQJDSRUH��7KDLODQG�DQG�WKH�8QLWHG�6WDWHV���$3(&�(FRQRPLF�/HDGHUV�HQGRUVHG�WKH�*URXS�RQ����1RYHPEHU������



��

7(506�2)�5()(5(1&(��

7KH�UHOHYDQFH�WR�WKHVH�LVVXHV�RI�UHFHQW�GHYHORSPHQWV�LQ�WKH
LQWHUQDWLRQDO�IUDPHZRUNV�IRU�ILQDQFLDO�UHJXODWLRQ�

���� 7KH�FULVLV�LQ�(DVW�$VLD�KDV�IRFXVHG�DWWHQWLRQ�RQ�WKH�QHHG�WR�GHDO�ZLWK�WKH�VHULRXV

FKDOOHQJHV�EHLQJ�SRVHG�E\�JOREDOLVDWLRQ�DQG�RWKHU�FKDQJHV�LQ�ILQDQFLDO�PDUNHWV���7KHUH�LV�D

EURDG�FRQVHQVXV�WKDW�DGGUHVVLQJ�WKHVH�FKDOOHQJHV�UHTXLUHV�

� SURPRWLQJ�VRXQGO\�EDVHG�OLEHUDOLVDWLRQ�DQG�PRUH�VWDEOH�FDSLWDO�IORZV�

� VWUHQJWKHQLQJ�GRPHVWLF�ILQDQFLDO�V\VWHPV��PDFURHFRQRPLF�DQG�UHJXODWRU\�SROLFLHV�

DQG

� VWUHQJWKHQLQJ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�WR�EHWWHU�SUHYHQW�FULVHV�DQG�WR

PDQDJH�WKHP�LI�WKH\�GR�RFFXU�

���� 7KH�IROORZLQJ�GLVFXVVHV�UHFHQW�GHYHORSPHQWV�DQG�GUDZV�RQ�WKH�$XVWUDOLDQ�H[SHULHQFH

LQ�GHDOLQJ�ZLWK�WKH�LVVXHV�UDLVHG�

6RXQGO\�EDVHG�OLEHUDOLVDWLRQ�DQG
PRUH�VWDEOH�FDSLWDO�IORZV

���� 2SHQ�DQG�LQWHJUDWHG�ILQDQFLDO�V\VWHPV�SRVH�FKDOOHQJHV�IRU�SROLF\�PDNHUV�DQG�RWKHUV�

+RZHYHU��WKH�SRWHQWLDO�EHQHILWV�WR�EH�GHULYHG�IURP�OLEHUDOLVDWLRQ�DQG�JOREDOLVDWLRQ�DUH�ODUJH�

7KH�FKDOOHQJH�LV�WR�VHHN�WR�LPSURYH�WKH�VWDELOLW\�RI�FDSLWDO�IORZV�DQG�WKH�LQWHUQDWLRQDO

PRQHWDU\�V\VWHP�PRUH�EURDGO\��DQG�LQ�VR�GRLQJ��PD[LPLVH�WKH�SRWHQWLDO�EHQHILWV�RI�JUHDWHU

RSHQQHVV�

���� 0RUH�RSHQ�FDSLWDO�PDUNHWV�FDQ�EULQJ��DQG�KDYH�EURXJKW��VXEVWDQWLDO�EHQHILWV�

+RZHYHU��YRODWLOH�FDSLWDO�IORZV�FDQ�DOVR�SXQLVK�HFRQRPLHV���7KLV�LV�SDUWLFXODUO\�WKH�FDVH�IRU

WKRVH�FRXQWULHV�QRW�SXUVXLQJ�VRXQG�PDFURHFRQRPLF�SROLFLHV��DSSURSULDWH�GHEW�PDQDJHPHQW

DQG�GR�QRW�KDYH�LQ�SODFH�ILQDQFLDO�LQVWLWXWLRQV�VXSSRUWHG�E\�VWURQJ�VXSHUYLVRU\�DQG

UHJXODWRU\�IUDPHZRUNV���2QJRLQJ�ILQDQFLDO�LQQRYDWLRQ�DQG�WHFKQRORJLFDO�FKDQJH�XQGHUVFRUH

WKH�SRWHQWLDO�ULVNV�RI�SUHPDWXUH�OLEHUDOLVDWLRQ��ZKLFK�KDYH�VHUYHG�WR�LQFUHDVH�WKH�YROXPH

DQG�FRPSOH[LW\�RI�FDSLWDO�IORZV�

���� 7KH�FULVLV�KDV�VKRZQ�WKDW�WKH�SDFH�RI�OLEHUDOLVDWLRQ�RI�FDSLWDO�DFFRXQWV�VKRXOG�EH

XQGHUWDNHQ�LQ�D�PDQQHU�FRQVLVWHQW�ZLWK�D�FRXQWU\·V�ILQDQFLDO�LQIUDVWUXFWXUH���(TXDOO\

LPSRUWDQW��WKH�VHTXHQFH�RI�OLEHUDOLVDWLRQ�VKRXOG�EH�DSSURSULDWHO\�EDODQFHG���2QH�RI�WKH

IDFWRUV�FRQWULEXWLQJ�WR�WKH�HYROXWLRQ�RI�WKH�UHFHQW�FULVLV�ZDV�WKDW�FRXQWULHV�SXUVXHG�HDUO\



��

DQG�XQEDODQFHG�OLEHUDOLVDWLRQ��LQ�WKDW�WKH\�RSHQHG�WKHPVHOYHV�XS�WR�VKRUW�WHUP�FDSLWDO�IORZV

EXW�QRW�ORQJHU�WHUP�IORZV��DQG�OLEHUDOLVDWLRQ�WRRN�SODFH�ZLWKRXW�KDYLQJ�VXIILFLHQWO\�VWURQJ

ILQDQFLDO�LQVWLWXWLRQV�WR�FRSH�ZLWK�WKRVH�IORZV�

���� 7KHUH�QRZ�DSSHDUV�WR�EH�D�FRQVHQVXV�WKDW�OLEHUDOLVDWLRQ�VKRXOG�QRW�EH�SXUVXHG

ZLWKRXW�GXH�UHJDUG�WR�WKH�VWUHQJWK�RI�GRPHVWLF�ILQDQFLDO�LQVWLWXWLRQV�����7KH�,QWHULP

&RPPLWWHH��,&��RI�WKH�%RDUG�RI�*RYHUQRUV�RI�WKH�,0)�KDV�WDVNHG�WKH�,0)�ZLWK

XQGHUWDNLQJ�IXUWKHU�ZRUN�RQ�WKH�DSSURSULDWH�SDFH�DQG�VHTXHQFLQJ�RI�FDSLWDO�DFFRXQW

RSHQLQJ���

���� /DQJXDJH�VXFK�DV�¶DSSURSULDWH�SDFH�DQG�VHTXHQFLQJ·�RI�OLEHUDOLVDWLRQ�LV�RIWHQ�WDNHQ�WR

EH�D�HXSKHPLVP�IRU�UHVLVWLQJ�JUHDWHU�RSHQQHVV�RU�¶JRLQJ�VORZ·���7KLV�LV�QRW�WKH�FDVH�EHLQJ

SXW�KHUH���7KH�SXUSRVH�RI�OLEHUDOLVDWLRQ�LV�WR�LPSURYH�HFRQRPLF�SURVSHFWV�DQG�VWDQGDUGV�RI

OLYLQJ���7R�DFKLHYH�WKLV��LPSRUWDQW�SUH�UHTXLVLWHV�QHHG�WR�EH�SXW�LQ�SODFH��QRWDEO\�VRXQG

ILQDQFLDO�VXSHUYLVLRQ���6RXQG�FRUSRUDWH�JRYHUQDQFH�DUUDQJHPHQWV�DUH�DOVR�LPSRUWDQW�

/LEHUDOLVDWLRQ�VKRXOG�EH�XQGHUWDNHQ�LQ�D�PDQQHU�WKDW�DOORZV�IRU�WKHVH�¶SUH�UHTXLVLWHV·�WR�EH

SXW�LQ�SODFH���3UHPDWXUH�RU�LOO�FRQVLGHUHG�OLEHUDOLVDWLRQ�LV�OLNHO\�WR�EULQJ�ZLWK�LW�VXEVWDQWLYH

FRVWV�

���� 5HFRJQLWLRQ�RI�WKH�LPSRUWDQFH�RI�SXUVXLQJ�RUGHUO\�OLEHUDOLVDWLRQ�KDV�UDLVHG�TXHVWLRQV

DERXW�D�SRVVLEOH�UROH�IRU�FDSLWDO�FRQWUROV�LQ�HQDEOLQJ�FRXQWULHV�WR�EHWWHU�PDQDJH�VKRUW�WHUP

IORZV���6RPH�VXJJHVW�WKDW�FRQWUROV�RQ�LQIORZV��HVSHFLDOO\�PDUNHW�EDVHG�FRQWUROV��FDQ

SURYLGH�D�XVHIXO�PHDQV�RI�UHGXFLQJ�YXOQHUDELOLWLHV���$XVWUDOLD�KDG�SUHYLRXVO\�DGRSWHG�VXFK

DQ�DSSURDFK�DQG�&KLOH�FXUUHQWO\�KDV�FRQWUROV�RQ�FDSLWDO�LQIORZV���$Q�DOWHUQDWLYH�LV�WR�SODFH

FRQWUROV�RQ�RXWIORZV���6XFK�DQ�DSSURDFK�KDV�EHHQ�DGRSWHG�E\�0DOD\VLD��ZKLFK

LPSOHPHQWHG�FRQWUROV�RQ�RXWIORZV�LQ�DQ�HIIRUW�WR�DYRLG�D�FULVLV�WULJJHUHG�E\�D�VXGGHQ

UHYHUVDO�RI�VKRUW�WHUP�IORZV�

���� ,Q�������$XVWUDOLD�LQWURGXFHG�WKH�YDULDEOH�GHSRVLW�UHTXLUHPHQW��9'5���ZKLFK�DFWHG

DV�D�PDUNHW�EDVHG�UHVWULFWLRQ�RQ�FDSLWDO�LQIORZV���8QGHU�WKH�9'5�VFKHPH��D�SURSRUWLRQ�RI

RYHUVHDV�ERUURZHG�IXQGV�KDG�WR�EH�SODFHG�LQ�$XVWUDOLDQ�GROODUV�ZLWK�WKH�5%$�LQ�DQ

LQWHUHVW�IUHH�QRQ�DVVLJQDEOH�GHSRVLW�XQWLO�ORDQ�UHSD\PHQWV�ZHUH�PDGH���%\�UDLVLQJ�WKH�FRVW

RI�RYHUVHDV�ERUURZLQJV��WKH�9'5�LQ�HIIHFW�DFWHG�DV�D�WD[�RQ�IXQGV�ERUURZHG�IURP�DEURDG�

7KH�9'5�ZDV�VXVSHQGHG�LQ�-XO\������

���� 7KH�9'5�ZDV�LQWURGXFHG�LQ�$XVWUDOLD�XQGHU�D�SHJJHG�H[FKDQJH�UDWH�UHJLPH�DW�D�WLPH

ZKHQ�FDSLWDO�LQIORZ��DQG�LQ�SDUWLFXODU�SRUWIROLR�LQYHVWPHQW�DQG�LQFUHDVHG�ERUURZLQJ

DEURDG��ZDV�FRQVLGHUHG�WR�EH�KLJK���7KLV�FDSLWDO�LQIORZ�ZDV�FDXVLQJ�D�VKDUS�DFFXPXODWLRQ�RI

UHVHUYHV��OHDGLQJ�WR�GLVHTXLOLEULXP�LQ�WKH�EDODQFH�RI�SD\PHQWV��DQG�SXWWLQJ�XSZDUG�SUHVVXUH

RQ�WKH�H[FKDQJH�UDWH���7KH�LQWURGXFWLRQ�RI�WKH�9'5�ZDV�DFFRPSDQLHG�E\�D�UHYDOXDWLRQ�RI

WKH�$XVWUDOLDQ�GROODU�DQG�DOVR�DQ�HPEDUJR�RQ�VKRUW�WHUP�ERUURZLQJ�DEURDG���7KHVH�WKUHH

SROLFLHV�ZHUH�LPSOHPHQWHG�ZLWK�WKH�REMHFWLYH�WKDW�LQ�FRPELQDWLRQ�WKH\�ZRXOG�UHGXFH

GRPHVWLF�OLTXLGLW\��ZKLFK�KDG�EHHQ�DW�H[FHSWLRQDOO\�KLJK�OHYHOV��DQG�LPSURYH�$XVWUDOLD·V

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

�� $3(&�/HDGHUV·�'HFODUDWLRQ�RI����1RYHPEHU������DOVR�XQGHUVFRUHV�WKH�LPSRUWDQFH�RI�GRPHVWLF�ILQDQFLDO�V\VWHPV
EHLQJ�DEOH�WR�ZLWKVWDQG�WKH�SUHVVXUHV�RI�VKRUW�WHUP�IORZV�

�� 6HH�WKH�&RPPXQLTXp�RI�WKH�,&�PHHWLQJ�����$SULO������



��

H[WHUQDO�EDODQFH�E\�LQKLELWLQJ�LQIORZV�RI�FDSLWDO�ZKLFK�ZHUH�GHVWDELOLVLQJ�ZLWK�UHVSHFW�WR�WKH

VSRW�H[FKDQJH�UDWH��WKH�EDODQFH�RI�SD\PHQWV�DQG�GRPHVWLF�PRQHWDU\�FRQGLWLRQV���(DFK�RI

WKHVH�PHDVXUHV�ZDV�FRQVLGHUHG�D�WHPSRUDU\�LQVWUXPHQW�WR�DGGUHVV�WHPSRUDU\�FDSLWDO

DFFRXQW�SUHVVXUHV�

���� :KLOH�WKH�HPSLULFDO�HYLGHQFH�RQ�WKH�HIIHFWV�RI�WKH�9'5�LV�LQFRQFOXVLYH��LW�GRHV

DSSHDU�WKDW�WKH�LPSOHPHQWDWLRQ�RI�WKLV�LQVWUXPHQW��WRJHWKHU�ZLWK�WKH�VKRUW�WHUP�ERUURZLQJ

HPEDUJR�DQG�H[FKDQJH�UDWH�UHYDOXDWLRQ��KDG�VRPH�WHPSRUDU\�HIIHFW�LQ�UHGXFLQJ�WKH�YROXPH

RI�LQIORZV�WR�$XVWUDOLD���7R�WKLV�H[WHQW�WKH�9'5�DSSHDUV�WR�KDYH�PHW�WKH�GHVLUHG�REMHFWLYHV

RI�WKH�WLPH���7KLV�FRQWURO�RQ�FDSLWDO�LQIORZ�GLG�LPSRVH�FRVWV��WR�ERUURZHUV�DQG�WR�WRWDO

HFRQRPLF�DFWLYLW\�WKURXJK�WKH�OLNHO\�GLVWRUWLRQV�LQ�UHVRXUFH�DOORFDWLRQ���+RZHYHU��DW�WKH

WLPH�LW�LV�OLNHO\�WKDW�WKHVH�FRVWV�ZHUH�FRQVLGHUHG�PRUH�PDQDJHDEOH�WKDQ�WKH�LQIODWLRQDU\

FRQVHTXHQFHV�RI�KLJK�GRPHVWLF�OLTXLGLW\�RU�D�ODUJHU�DSSUHFLDWLRQ�RI�WKH�SHJJHG�FXUUHQF\���,Q

WKH�SHULRG�VLQFH�WKH�VXVSHQVLRQ�RI�WKH�9'5��$XVWUDOLD�KDV�DGRSWHG�D�IUHHO\�IORDWLQJ�

PDUNHW�GHWHUPLQHG�H[FKDQJH�UDWH���$OWKRXJK�WKLV�PHDQV�ZH�QR�ORQJHU�KDYH�FRQWURO�RYHU

WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH��$XVWUDOLD�KDV�JDLQHG�FRQWURO�RYHU�GRPHVWLF�OLTXLGLW\�OHYHOV�

DQG�UHFHLYHG�WKH�EHQHILWV�RI�D�PRUH�FRPSHWLWLYH�DQG�HIILFLHQW�FDSLWDO�PDUNHW�

���� $�SUHVHQW�GD\�H[DPSOH�RI�DQ�DWWHPSW�WR�FRQWURO�WKH�FRPSRVLWLRQ�RI�IRUHLJQ

ERUURZLQJ�WR�DQ�HFRQRP\�LV�SURYLGHG�E\�WKH�FDSLWDO�FRQWUROV�FXUUHQWO\�LQ�SODFH�LQ�&KLOH���,Q

WKH�HDUO\�����V��&KLOH·V�PRQHWDU\�SROLF\�REMHFWLYHV�FDPH�XQGHU�LQFUHDVLQJ�SUHVVXUH�IURP�D

JURZLQJ�VXUJH�LQ�FDSLWDO�LQIORZV���,Q�UHVSRQVH��DXWKRULWLHV�LQWURGXFHG�D�RQH�\HDU

XQUHPXQHUDWHG�UHVHUYH�UHTXLUHPHQW��855��RQ�DOO�QRQ�GLUHFW�IRUHLJQ�LQYHVWPHQW�HQWHULQJ

WKH�FRXQWU\���7KLV�855�LV�FXUUHQWO\�VHW�DW����SHU�FHQW���'HVLJQHG�WR�GLVFRXUDJH�VKRUW�WHUP

ERUURZLQJ�ZLWKRXW�DIIHFWLQJ�ORQJ�WHUP�IRUHLJQ�LQYHVWPHQWV��WKLV�V\VWHP�LV�HTXLYDOHQW�WR�WKH

LPSRVLWLRQ�RI�D�WD[�RQ�FDSLWDO�LQIORZV�LQYHUVHO\�SURSRUWLRQDO�WR�WKH�OHQJWK�RI�WKH�VWD\�RI�WKH

LQIORZ�

���� 7KH�&KLOHDQ�H[SHULHQFH�KDV�EHHQ�YLHZHG�E\�PDQ\�DV�D�PHDQV�RI�FRQWUROOLQJ�WKH

FRPSRVLWLRQ�RI�IRUHLJQ�ERUURZLQJ�WR�DQ�HFRQRP\���,QFUHDVLQJO\�SRSXODU�LV�WKH�YLHZ�WKDW

VKRUW�WHUP�FDSLWDO�IORZV�PD\�LQFUHDVH�WKH�YXOQHUDELOLW\�RI�HPHUJLQJ�FRXQWULHV�WR�ILQDQFLDO

FULVHV��DQG�WKH�&KLOHDQ�FRQWUROV�KDYH�EHHQ�LQFUHDVLQJO\�LGHQWLILHG�DV�DQ�H[DPSOH�RI�DQ

HIIHFWLYH�PHWKRG�RI�LQVXODWLRQ�DJDLQVW�UDSLG�FDSLWDO�RXWIORZ���&HUWDLQO\�WKH�FRPSRVLWLRQ�RI

FDSLWDO�LQIORZV�GRHV�DSSHDU�WR�KDYH�EHHQ�DOWHUHG�LQ�IDYRXU�RI�ORQJ�WHUP�IORZV�DQG�&KLOH�KDV

EHHQ�UHODWLYHO\�XQDIIHFWHG�E\�UHFHQW�ILQDQFLDO�FULVHV���1HYHUWKHOHVV��ZLWKRXW�WKH

FRXQWHUIDFWXDO��LW�LV�GLIILFXOW�WR�GLUHFWO\�DWWULEXWH�WKLV�UHFHQW�VWDELOLW\�WR�WKH�HIIHFWLYHQHVV�RI

WKH�&KLOHDQ�FRQWUROV���,Q�SDUWLFXODU��&KLOH·V�ILQDQFLDO�VHFWRU�PD\�DOVR�EH�SURWHFWHG�IURP

VHYHUH�FDSLWDO�IORZ�VZLQJV�E\�LWV�UHODWLYHO\�VWURQJ�DQG�ZHOO�GHVLJQHG�SUXGHQWLDO�UHJXODWLRQV

ZKLFK��WRJHWKHU�ZLWK�WKH�FDSLWDO�DFFRXQW�UHVWULFWLRQV��DFW�WR�OLPLW�WKH�IRUHLJQ�H[FKDQJH

H[SRVXUH�RI�ERWK�EDQN�DQG�QRQEDQN�HQWLWLHV���)XUWKHU��E\�LQFUHDVLQJ�WKH�FRVW�RI�FDSLWDO

LQIORZV��WKH�855�PD\�DFW�DV�D�FRQVWUDLQW�RQ�WKH�YROXPH�RI�FDSLWDO�LQIORZV�WR�WKH�&KLOHDQ

HFRQRP\�

���� $QRWKHU�HFRQRP\�WKDW�KDV�UHFHQW�H[SHULHQFH�RI�FDSLWDO�FRQWUROV�LV�0DOD\VLD���,Q�ODWH

������WKH�0DOD\VLDQ�*RYHUQPHQW�IL[HG�WKH�H[FKDQJH�UDWH��WKH�ULQJJLW��DQG�LPSOHPHQWHG

FRQWUROV�WR�OLPLW�WKH�FRQYHUWLELOLW\�RI�WKH�ULQJJLW�IRU�FDSLWDO�DFFRXQW�WUDQVDFWLRQV���8QGHU

WKHVH�FRQWUROV��DSSURYDO�ZDV�UHTXLUHG�IRU�WKH�WUDQVIHU�RI�IXQGV�EHWZHHQ�([WHUQDO�$FFRXQWV



��

DQG�IRUHLJQ�LQYHVWRUV�ZHUH�EDUUHG�IURP�UHSDWULDWLQJ�WKH�SULQFLSDO�RI�WKHLU�LQYHVWPHQWV�IRU�DW

OHDVW�D�\HDU���,QWURGXFHG�GXULQJ�D�SHULRG�RI�UHODWLYH�FDSLWDO�PDUNHW�LQVWDELOLW\��WKH�REMHFWLYH

RI�WKHVH�FRQWUROV�ZDV�WR�FRQWDLQ�VSHFXODWLRQ�RQ�WKH�ULQJJLW�DQG�GH�OLQN�GRPHVWLF�LQWHUHVW

UDWHV�IURP�WKH�H[FKDQJH�UDWH�WR�DOORZ�D�ORRVHQLQJ�RI�PRQHWDU\�SROLF\���,Q�HDUO\������WKH

FRQGLWLRQ�EDUULQJ�UHSDWULDWLRQ�RI�SURILWV�ZDV�UHSODFHG�E\�D�JUDGXDWHG�H[LW�WD[��ZKLFK�UDQJHV

IURP����SHU�FHQW�IRU�IXQGV�UHSDWULDWHG�OHVV�WKDQ�VHYHQ�PRQWKV�IURP�WKH�GDWH�RI�LQYHVWPHQW

WKURXJK�WR�]HUR�IRU�IXQGV�UHSDWULDWHG�DIWHU�RQH�\HDU�

���� ,Q�FRQWUDVW�WR�WKH�FRQWUROV�LQ�SODFH�LQ�&KLOH��WKH�0DOD\VLDQ�V\VWHP�LV�GLUHFWHG�DW

RXWIORZV��UDWKHU�WKDQ�LQIORZV�RI�FDSLWDO���$V�D�SROLF\�LQVWUXPHQW��FRQWUROV�RQ�RXWIORZV�KDYH

DWWUDFWHG�FRQVLGHUDEOH�FULWLFLVP���7R�EH�HIIHFWLYH�LQ�UHGXFLQJ�FDSLWDO�RXWIORZV��WKHVH�FRQWUROV

JHQHUDOO\�KDYH�WR�EH�ZLGH�UDQJLQJ�DQG�DV�VXFK�GR�VWLOO�LPSRVH�FRVWV�RQ�ORQJ�WHUP�DV�ZHOO�DV

VKRUW�WHUP�LQYHVWPHQW���%\�FUHDWLQJ�D�PRUH�XQFHUWDLQ�LQYHVWPHQW�HQYLURQPHQW�DQG

LQFUHDVLQJ�LQYHVWRU·V�SHUFHLYHG�ULVN��WKHVH�FRQWUROV�PD\�DOVR�KDYH�GDPDJLQJ�HIIHFWV�E\

GLVFRXUDJLQJ�UROORYHUV�DQG�QHZ�FDSLWDO�LQIORZV���1HYHUWKHOHVV��WKHVH�FRQWUROV�PD\�EH

HIIHFWLYH�LQ�WKH�VKRUW�UXQ�LI�WKH\�DUH�GHVLJQHG�WR�SURYLGH�WHPSRUDU\�EUHDWKLQJ�VSDFH�ZKLOH

QHFHVVDU\�ILQDQFLDO�VHFWRU�UHIRUPV�DUH�LQWURGXFHG�DQG�FDSLWDO�DFFRXQW�OLEHUDOLVDWLRQ�LV

SXUVXHG���6LQFH�WKH�LPSOHPHQWDWLRQ�RI�FDSLWDO�FRQWUROV��0DOD\VLD�KDV�VKRZQ�FRPPLWPHQW�WR

ILQDQFLDO�UHVWUXFWXULQJ��ZRUNLQJ�WR�FOHDQ�XS�EDG�ORDQV�DQG�UHFDSLWDOLVH�WKH�EDQNLQJ�V\VWHP�

7KLV�DSSHDUV�WR�KDYH�UHGXFHG�WKH�XQFHUWDLQWLHV�WKDW�FORXGHG�WKH�LQYHVWPHQW�HQYLURQPHQW

ZKHQ�WKHVH�FRQWUROV�ZHUH�LQWURGXFHG���7KH�FRQWUROV�KDYH�VLQFH�EHHQ�SURJUHVVLYHO\�HDVHG

DQG�QHW�FDSLWDO�LQIORZ�KDV�FRQWLQXHG�WR�JURZ�

���� 7KH�LPSRVLWLRQ�RI�FRQWUROV�RQ�FDSLWDO�RXWIORZV�FDQ�EH�MXVWLILHG�RQO\�LQ�H[FHSWLRQDO

FLUFXPVWDQFHV���7KH\�VKRXOG�RSHUDWH�RQO\�DV�D�WHPSRUDU\�VDIHJXDUG�XQWLO�VXFK�WLPH�DV�WKH

ILQDQFLDO�V\VWHP�KDV�EHHQ�UHVWUXFWXUHG�DQG�VWUHQJWKHQHG���7KH�([HFXWLYH�%RDUG�RI�WKH�,0)

KDV�KDG�GLVFXVVLRQV�RQ�WKH�HIIHFWLYHQHVV�RI�VKRUW�WHUP�FDSLWDO�FRQWUROV�DQG�WKH�,&�KDV

WDVNHG�WKH�,0)�ZLWK�UHILQLQJ�LWV�ZRUN�RQ�WKLV�WRSLF���

���� ,PSURYHG�PRQLWRULQJ�RI�VKRUW�WHUP�IORZV�DOVR�RIIHUV�VFRSH�WR�UHGXFH�WKH

YXOQHUDELOLWLHV�DVVRFLDWHG�ZLWK�H[FHVVLYH�UHOLDQFH�RQ�VKRUW�WHUP�FDSLWDO�IORZV���$V�PHQWLRQHG

LQ�SDUDJUDSK������WKH�,0)�KDV�VWUHQJWKHQHG�LWV�6SHFLDO�'DWD�'LVVHPLQDWLRQ�6WDQGDUG

�6''6��WR�LPSURYH�GDWD�RQ�VKRUW�WHUP�OLDELOLWLHV�RI�WKH�RIILFLDO�VHFWRU�DQG�DUUDQJHPHQWV�DUH

LQ�SODFH�WR�IDFLOLWDWH�DFFHVV�WR�FUHGLWRU�VLGH�H[WHUQDO�GHEW�GDWD�

���� 7KH�ULVNV�DQG�YXOQHUDELOLWLHV�DVVRFLDWHG�ZLWK�H[FHVVLYH�VKRUW�WHUP�ERUURZLQJ�VWURQJO\

VXJJHVW�WKDW�VRYHUHLJQ�GHEW�PDQDJHPHQW�VWUDWHJLHV�PD\�QHHG�WR�EH�LPSURYHG���$V�D�¶W\SLFDO·

\LHOG�FXUYH�LV�XSZDUG�VORSLQJ��WKHUH�PD\�EH�D�WHQGHQF\�IRU�VRYHUHLJQ�GHEW�PDQDJHUV�WR�UHO\

H[FHVVLYHO\�RQ�¶FKHDSHU·�VKRUWHU�WHUP�VRXUFHV�RI�ILQDQFLQJ���+RZHYHU��VXFK�D�VWUDWHJ\

LJQRUHV�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKH�QHHG�WR�UH�ILQDQFH�RQ�D�UHJXODU�EDVLV���86�)HGHUDO

5HVHUYH�&KDLUPDQ��$ODQ�*UHHQVSDQ��KDV�QRWHG�WKDW�¶IRU�WRR�ORQJ��WRR�PDQ\�HPHUJLQJ

PDUNHW�HFRQRPLHV�KDYH�PDQDJHG�WKHLU�H[WHUQDO�OLDELOLWLHV�VR�DV�WR�PLQLPLVH�WKHLU�FXUUHQW

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

�� $�VKRUW�VXPPDU\�RI�WKH�([HFXWLYH�%RDUG�GLVFXVVLRQV�RQ�WKH�HIIHFWLYHQHVV�RI�VKRUW�WHUP�FRQWUROV�RQ�FDSLWDO�LV
FRQWDLQHG�LQ�¶7KH�5HSRUW�RI�WKH�0DQDJLQJ�'LUHFWRU�WR�WKH�,QWHULP�&RPPLWWHH�RQ�3URJUHVV�LQ�6WUHQJWKHQLQJ�WKH
$UFKLWHFWXUH�RI�WKH�,QWHUQDWLRQDO�)LQDQFLDO�6\VWHP·��,0)�����$SULO���������$�FRS\�RI�WKLV�SDSHU�LV�DYDLODEOH�RQ�WKH
,0)·V�ZHE�VLWH�DW�KWWS���ZZZ�LPI�RUJ�



��

ERUURZLQJ�FRVW���7KLV�VKRUW�VLJKWHG�DSSURDFK�LJQRUHV�WKH�LQVXUDQFH�LPEHGGHG�LQ�ORQJ�WHUP

GHEW��LQVXUDQFH�WKDW�LV�DOPRVW�DOZD\V�ZHOO�ZRUWK�WKH�SULFH�·��

���� 6RXQG�SULQFLSOHV�IRU�VRYHUHLJQ�GHEW�PDQDJHPHQW�VXJJHVW�ERUURZHUV�VKRXOG�EH

PLQGIXO�RI�ERWK�WKH�FRVWV�DQG�ULVNV�DVVRFLDWHG�ZLWK�GHEW�LQVWUXPHQWV���:KLOH�IRUHLJQ

VKRUW�WHUP�RU�IORDWLQJ�UDWH�GHEW�LQVWUXPHQWV�WHQG�WR�EH�OHVV�FRVWO\�WKDQ�GRPHVWLF�ORQJ�WHUP

RU�IL[HG�UDWH�LQVWUXPHQWV��LQ�WKH�VKRUW�WHUP�DW�OHDVW��WKH\�DOVR�SUHVHQW�JUHDWHU�ULVNV�ZLWK

UHVSHFW�WR�WKH�YRODWLOLW\�RI�IXWXUH�GHEW�VHUYLFH�FRVWV���,Q�SDUWLFXODU��VKRUW�WHUP�GHEW

LQVWUXPHQWV�LQFUHDVH�FRXQWULHV·�H[SRVXUH�WR�UHILQDQFLQJ�RU�IXQGLQJ�ULVN��WKH�ULVN�WKDW�WKH\

ZLOO�EH�XQDEOH�WR�REWDLQ�QHZ�ILQDQFLQJ�DV�GHEW�PDWXUHV�RU�RQO\�EH�DEOH�WR�UHILQDQFH�DW�D

KLJK�FRVW��

���� $XVWUDOLD�KDV�SURJUHVVLYHO\�DGRSWHG�D�ULVN�PDQDJHPHQW�DSSURDFK�WR�GHEW

PDQDJHPHQW�RYHU�UHFHQW�\HDUV���:LWK�UHVSHFW�WR�WKH�PDQDJHPHQW�RI�IXQGLQJ�ULVN�

$XVWUDOLD·V�EURDG�REMHFWLYH�LV�WR�PDLQWDLQ�RQ�JRLQJ�PDUNHW�DFFHVV�RQ�IDYRXUDEOH�WHUPV�

'HEW�LVVXDQFH�LV�FRQFHQWUDWHG�LQWR�D�UHODWLYHO\�VPDOO�QXPEHU�RI�OLTXLG�EHQFKPDUN�OLQHV

DORQJ�D�\LHOG�FXUYH�H[WHQGLQJ�RXW�������\HDUV���+LJK�SULRULW\�LV�JLYHQ�WR�PDLQWDLQLQJ�WKH

OHQJWK�RI�WKH�\LHOG�FXUYH�WR�HQVXUH��LQ�WKH�ORQJHU�WHUP��D�VPRRWK�SURJUHVVLRQ�RI�VWRFNV

DYDLODEOH�WR�PRYH�LQWR�WKH�WHQ�\HDU�ERQG�IXWXUHV�FRQWUDFW�

���� $XVWUDOLD·V�DSSURDFK�WR�PDQDJLQJ�PDUNHW�ULVN��WKH�ULVN�WR�WKH�IXWXUH�YDOXH�RI�WKH�GHEW

SRUWIROLR�IURP�FKDQJHV�LQ�ILQDQFLDO�SULFHV��KDV�IRFXVVHG�IRU�D�QXPEHU�RI�\HDUV�RQ�WKH

HVWDEOLVKPHQW�RI�D�FDUHIXOO\�GHILQHG�EHQFKPDUN�WR�VHUYH�DV�D�WDUJHW�IRU�FXUUHQF\�DQG

GXUDWLRQ�REMHFWLYHV���7KH�EHQFKPDUN�UHIOHFWV�D�K\SRWKHWLFDO�SRUWIROLR�VWUXFWXUH�WKDW�FDQ�EH

H[SHFWHG�WR�PLQLPLVH�WKH�H[SHFWHG�FRVW�RI�GHEW�RYHU�WKH�ORQJHU�WHUP��VXEMHFW�WR�DQ

DFFHSWDEOH�H[SHFWHG�GHJUHH�RI�YRODWLOLW\�LQ�DQQXDO�GHEW�VHUYLFH�FRVWV��WKDW�LV��ULVN����&URVV

FXUUHQF\�DQG�GRPHVWLF�LQWHUHVW�UDWH�VZDSV�DUH�XWLOLVHG�WR�PDLQWDLQ�WKH�GHEW�SRUWIROLR�LQ�OLQH

ZLWK�WKH�EHQFKPDUN�WDUJHW�

6WUHQJWKHQLQJ�GRPHVWLF�ILQDQFLDO�V\VWHPV�
PDFURHFRQRPLF�DQG�UHJXODWRU\�SROLFLHV

���� $�QXPEHU�RI�FRUH�FRQGLWLRQV�QHHG�WR�EH�LQ�SODFH�WR�VXSSRUW�ILQDQFLDO�VWDELOLW\���7KHVH

LQFOXGH�VRXQG�DQG�VXVWDLQDEOH�PDFURHFRQRPLF�SROLFLHV��VRXQG�SUXGHQWLDO�DUUDQJHPHQWV�

VWURQJ�DQG�LQGHSHQGHQW�VXSHUYLVRU\�DJHQFLHV��SURFHGXUHV�WR�GHDO�ZLWK�LQVROYHQF\�DQG

HIIHFWLYH�PDUNHW�GLVFLSOLQH�

���� 7KH�(DVW�$VLDQ�FULVLV�HFRQRPLHV�ZHUH�SHUFHLYHG�DV�OHDGLQJ�WKH�GHYHORSLQJ�ZRUOG�LQ

UHVSRQVLEOH�PDFURHFRQRPLF�PDQDJHPHQW�����+RZHYHU��WKH�UHFHQW�FULVLV�H[SRVHG�ZHDNQHVVHV

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

�� 7HVWLPRQ\�RI�&KDLUPDQ�$ODQ�*UHHQVSDQ�¶(IIRUWV�WR�LPSURYH�WKH�¶DUFKLWHFWXUH·�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO
V\VWHP·��EHIRUH�WKH�&RPPLWWHH�RQ�%DQNLQJ�DQG�)LQDQFLDO�6HUYLFHV��86�+RXVH�RI�5HSUHVHQWDWLYHV��0D\����������
*UHHQVSDQ�DOVR�PDNHV�WKH�SRLQW�WKDW�H[FHVVLYH�UHOLDQFH�RQ�VKRUW�WHUP�GHEW�PHDQV�WKDW�WKH�HQWLUH�EXUGHQ�RI�D�FULVLV
IDOOV�RQ�WKH�HPHUJLQJ�PDUNHW�HFRQRP\�LQ�WKH�IRUP�RI�D�UXQ�RQ�UHVHUYHV���,Q�FRQWUDVW��LI�ORQJHU�WHUP�PDWXULWLHV�DUH
UHOLHG�RQ��FUHGLWRUV�VKDUH�VRPH�RI�WKH�EXUGHQ�LQ�WKH�IRUP�RI�D�IDOO�LQ�WKH�YDOXH�RI�WKHLU�DVVHWV�



��

LQ�WKHLU�ILQDQFLDO�V\VWHPV�DQG�DSSURDFK�WR�SXEOLF�DQG�FRUSRUDWH�VHFWRU�JRYHUQDQFH��ZKLFK

PDGH�WKHP�YXOQHUDEOH�WR�ILQDQFLDO�LQVWDELOLW\���7KH�FULVLV�HFRQRPLHV�KDYH�VLQFH�PDGH

VLJQLILFDQW�SURJUHVV�LQ�DGYDQFLQJ�DSSURSULDWH�UHIRUPV��ZLWK�WKH�VXSSRUW�RI�WKH�,0)��WR

DGGUHVV�WKHVH�SUREOHPV���,Q�SDUWLFXODU��UHIRUP�SURJUDPV�KDYH�IRFXVHG�RQ�

� LPSOHPHQWLQJ�KLJK�VWDQGDUGV�RI�JRYHUQDQFH�DQG�WUDQVSDUHQF\���3URPRWLQJ�¶DUPV

OHQJWK·�UHODWLRQVKLSV�DPRQJ�JRYHUQPHQWV��FRUSRUDWLRQV�DQG�EDQNV�

� LPSOHPHQWLQJ�VRXQG�UHJXODWRU\�DQG�VXSHUYLVRU\�VWUXFWXUHV���,PSURYLQJ�SUXGHQWLDO

UHJXODWLRQ�DQG�HVWDEOLVKLQJ�VXSHUYLVRU\�DJHQFLHV�WKDW�KDYH�D�KLJK�GHJUHH�RI

LQGHSHQGHQFH�IURP�EDQNV��WKH�SULYDWH�VHFWRU��DQG�RWKHU�RIILFLDO�DJHQFLHV���7KH�SUHFLVH

LQVWLWXWLRQDO�DUUDQJHPHQWV�ZLOO�YDU\�IURP�RQH�FRXQWU\�WR�DQRWKHU�

� 3URPRWLQJ�LQGHSHQGHQW�DQG�FRPSHWLWLYH�ILQDQFLDO�DQG�FRUSRUDWH�VHFWRUV�

5HVWUXFWXULQJ�DQG�RU�UHFDSLWDOLVLQJ�WURXEOHG�EDQNV�DQG�SUHVVLQJ�DKHDG�ZLWK�FRUSRUDWH

GHEW�ZRUNRXWV�WR�HVWDEOLVK�YLDEOH�FRUSRUDWLRQV�RQ�D�VRXQG�ILQDQFLDO�IRRWLQJ�

���� $OWKRXJK�VLJQLILFDQW�SURJUHVV�KDV�EHHQ�DFKLHYHG��D�QXPEHU�RI�FKDOOHQJHV�UHPDLQ���,Q

SDUWLFXODU��ZLWK�WKH�FULVLV�QRZ�DEDWHG�WKHUH�LV�D�VHQVH�WKDW�VRPH�RI�WKH�PRPHQWXP�IRU

UHIRUP�KDV�ZDQHG���$XVWUDOLD�KDV�FRQVLVWHQWO\�KLJKOLJKWHG�LQ�UHJLRQDO�IRUD�WKDW�UHIRUP�PXVW

FRQWLQXH�LI�WKH�FULVLV�HFRQRPLHV�DUH�WR�UHWXUQ�WR�VXVWDLQDEOH�JURZWK�

���� ,Q�WKLV�UHVSHFW��$XVWUDOLD�VXFFHVVIXOO\�SUHVVHG�IRU�D�0LQLVWHULDO�OHYHO�FRPPLWPHQW�WR

PDLQWDLQLQJ�WKH�PRPHQWXP�IRU�UHIRUP�DW�WKH�6L[WK�$3(&�)LQDQFH�0LQLVWHUV�0HHWLQJ�LQ

/DQJNDZL��0DOD\VLD�LQ�0D\��������$3(&��DQG�LQ�SDUWLFXODU�$3(&�PHHWLQJV�RI�)LQDQFH

0LQLVWHUV��KDV�SURYLGHG�D�XVHIXO�IRUXP�IRU�GHDOLQJ�ZLWK�WKH�FDXVHV�DQG�HIIHFWV�RI�WKH�(DVW

$VLDQ�FULVLV�����$XVWUDOLD�KDV�DWWDFKHG�SDUWLFXODU�LPSRUWDQFH�LQ�$3(&�WR�SURPRWLQJ�JRRG

JRYHUQDQFH�DV�D�PHDQV�RI�DGGUHVVLQJ�ILQDQFLDO�DQG�FRUSRUDWH�VHFWRU�YXOQHUDELOLW\���7UHDVXU\

ZDV�RQH�RI�WKH�DXWKRUV�RI�WKH�UHSRUW�¶6WUHQJWKHQLQJ�&RUSRUDWH�*RYHUQDQFH�LQ�WKH�$3(&

UHJLRQ·�HQGRUVHG�E\�0LQLVWHUV�DW�WKH�/DQJNDZL�PHHWLQJ���7KH�UHSRUW��LQWHU�DOLD�

UHFRPPHQGHG�WKDW�JRYHUQPHQWV�JLYH�SULRULW\�WR�OHJDO�UHIRUPV�VXFK�DV�LQ�FRQWUDFW�DQG

LQVROYHQF\�ODZ��VWUHQJWKHQ�HGXFDWLRQ�DQG�WUDLQLQJ�IRU�WKH�MXGLFLDU\�DQG�SURIHVVLRQDOV�VXFK

DV�DFFRXQWDQWV�DQG�DXGLWRUV��DQG�ZRUN�FRRSHUDWLYHO\�DQG�IOH[LEO\�ZLWK�WKH�SULYDWH�VHFWRU�WR

LPSURYH�FRUSRUDWH�JRYHUQDQFH�SUDFWLFHV�

���� 7R�PDLQWDLQ�WKH�PRPHQWXP�LQ�WKH�FRUSRUDWH�JRYHUQDQFH�DUHD��$XVWUDOLD�RIIHUHG

DFFHVV��DW�WKH�/DQJNDZL�PHHWLQJ��WR�YDULRXV�FRUSRUDWH�JRYHUQDQFH�WUDLQLQJ�IDFLOLWLHV�DQG

SURSRVHG�D�MRLQW�$3(&�2(&'�ZRUNVKRS�RQ�LQVROYHQF\�ODZ���7KH�SURSRVDO�ZDV�DFFHSWHG

DQG�WKH�ZRUNVKRS�ZLOO�EH�KHOG�ODWHU�WKLV�\HDU�

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

�� 7KH�(DVW�$VLDQ�0LUDFOH��(FRQRPLF�*URZWK�DQG�3XEOLF�3ROLF\��3XEOLVKHG�IRU�WKH�:RUOG�%DQN�E\�2[IRUG�8QLYHUVLW\�3UHVV�
�����

�� $�GHWDLOHG�DFFRXQW�RI�$3(&·V�UHVSRQVH�WR�WKH�ILQDQFLDO�FULVLV�FDQ�EH�IRXQG�DW�KWWS���ZZZ�DSHFVHF�RUJ



��

,PSOHPHQWLQJ�D�VRXQG�SUXGHQWLDO�DQG�UHJXODWRU\
ILQDQFLDO�IUDPHZRUN�²�WKH�$XVWUDOLDQ�H[SHULHQFH

���� $XVWUDOLD�ILUVW�HPEDUNHG�RQ�UHIRUP�RI�WKH�ILQDQFLDO�VHFWRU�LQ�WKH�HDUO\�����V�ZKHQ�WKH

&DPSEHOO�&RPPLWWHH�UHFRPPHQGHG�SURPRWLQJ�HIILFLHQF\�LQ�WKH�ILQDQFLDO�V\VWHP�E\

GHUHJXODWLRQ�RI�WKH�EDQNLQJ�VHFWRU��IORDWLQJ�WKH�$XVWUDOLDQ�GROODU�DQG�DOORZLQJ�WKH�HQWU\�RI

IRUHLJQ�EDQNV���7KH�XQGHUO\LQJ�SKLORVRSK\�RI�WKH�DSSURDFK�ZDV�RQH�RI�OLEHUDOLVLQJ�PDUNHWV�

���� ,Q�������$XVWUDOLD�UHFRJQLVHG�WKH�QHHG�WR�XSGDWH�WKH�ILQDQFLDO�VHFWRU�UHJXODWRU\

IUDPHZRUN�WR�NHHS�XS�ZLWK�WKH�UDSLG�SDFH�RI�FKDQJH�LQ�ILQDQFLDO�PDUNHWV���,Q�SDUWLFXODU�

GHYHORSPHQWV�LQ�WHFKQRORJ\�DQG�LQQRYDWLRQ�LQ�SURGXFWV�DQG�GHOLYHU\�RI�ILQDQFLDO�VHUYLFHV�

7KH�DLP�ZDV�WR�HQVXUH�D�UHJXODWRU\�V\VWHP�WKDW�ZDV�IOH[LEOH�DQG�UHVSRQVLYH�HQRXJK�WR

DFFRPPRGDWH�IXUWKHU�UDSLG�FKDQJH�LQ�WKH�ILQDQFLDO�VHFWRU���7KLV�OHG�WR�WKH�UHSRUW�RI�WKH

:DOOLV�,QTXLU\�LQ�0DUFK������ZKLFK�IRXQG�WKDW�UHJXODWRU\�DUUDQJHPHQWV�GLG�QRW�WUHDW�DOO

QHZ�PDUNHW�VWUXFWXUHV�DQG�DFWLYLWLHV�HTXDOO\��JLYLQJ�ULVH�WR�ELDVHV�LQ�WKH�V\VWHP���7KLV�KDG

WKH�HIIHFW�RI�OLPLWLQJ�FRPSHWLWLRQ�DQG�LQFUHDVLQJ�FRVWV�LQ�WKH�ILQDQFLDO�VHFWRU�

���� ,Q�UHVSRQVH�WR�WKH�,QTXLU\��WKH�*RYHUQPHQW�XQGHUWRRN�D�VXEVWDQWLDO�UHIRFXVLQJ�RI

UHJXODWRU\�DJHQFLHV�ZLWK�WKH�DLP�RI�HQVXULQJ�WKDW�$XVWUDOLD·V�QDWLRQDO�V\VWHP�RI�ILQDQFLDO

UHJXODWLRQ�LV�ZRUOG�FODVV�IRU�WKH�EHQHILW�RI�FRQVXPHUV�DQG�EXVLQHVV���,Q�SDUWLFXODU�

� D�QHZ�RUJDQLVDWLRQDO�IUDPHZRUN�IRU�WKH�UHJXODWLRQ�RI�WKH�ILQDQFLDO�V\VWHP��DQG

� D�YDULHW\�RI�PHDVXUHV�WR�LPSURYH�HIILFLHQF\�DQG�FRQWHVWDELOLW\�LQ�ILQDQFLDO�PDUNHWV

DQG�WKH�SD\PHQWV�V\VWHP�

���� 7KH�QHZ�RUJDQLVDWLRQDO�IUDPHZRUN�FRQVLVWV�RI�WKUHH�VLQJOH��VHSDUDWH�UHJXODWRUV�HDFK

UHVSRQVLEOH�IRU�FOHDU�UHJXODWRU\�REMHFWLYHV���)LUVW��WKH�UROH�RI�WKH�5%$���LV�IRFXVVHG�RQ�WKH

REMHFWLYHV�RI�PRQHWDU\�SROLF\��RYHUDOO�ILQDQFLDO�V\VWHP�VWDELOLW\��DQG�WKH�UHJXODWLRQ�RI�WKH

SD\PHQWV�V\VWHP���7KH�QHZ�3D\PHQWV�6\VWHP�%RDUG�ZLWKLQ�WKH�%DQN�KDV�EHHQ�HVWDEOLVKHG

ZLWK�JUHDWHU�SRZHUV�WR�HQVXUH�VDIHW\��JUHDWHU�FRPSHWLWLRQ�DQG�HDVH�RI�HQWU\�LQWR�WKH

SD\PHQWV�V\VWHP���6HFRQG��WKH�$XVWUDOLDQ�3UXGHQWLDO�5HJXODWLRQ�$XWKRULW\��$35$�����D

VWDWXWRU\�ERG\�UHVSRQVLEOH�IRU�ILQDQFLDO�VDIHW\�DFURVV�DOO�VHFWRUV�UHTXLULQJ�SUXGHQWLDO

UHJXODWLRQ��GHSRVLW�WDNLQJ��OLIH�DQG�JHQHUDO�LQVXUDQFH��DQG�VXSHUDQQXDWLRQ���$QG�WKLUG�

WKH�$XVWUDOLDQ�6HFXULWLHV�DQG�,QYHVWPHQWV�&RPPLVVLRQ��$6,&�����ZLWK�D�IRFXV�RQ�PDUNHW

LQWHJULW\��GLVFORVXUH�DQG�RWKHU�FRQVXPHU�SURWHFWLRQ�LVVXHV�

���� (DFK�UHJXODWRU\�DJHQF\�KDV�VXEVWDQWLDO�DXWRQRP\�DQG�D�FOHDU�FKDUWHU�RI�REMHFWLYHV�

7KH\�KDYH�ERDUGV�RI�GLUHFWRUV�RU�FRPPLVVLRQHUV�UHVSRQVLEOH�IRU�RSHUDWLRQDO�DQG

DGPLQLVWUDWLYH�SROLFLHV��DQG�DUH�DFFRXQWDEOH�WKURXJK�WKH�7UHDVXUHU�WR�WKH�3DUOLDPHQW�RI

$XVWUDOLD�

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

�� %DFNJURXQG�RQ�WKH�5%$�LV�DYDLODEOH�DW�KWWS���ZZZ�UED�JRY�DX�
�� %DFNJURXQG�RQ�WKH�$35$�LV�DYDLODEOH�DW�KWWS���ZZZ�DSUD�JRY�DX�
�� %DFNJURXQG�RQ�WKH�$6,&�LV�DYDLODEOH�DW�KWWS���ZZZ�DVLF�JRY�DX�



��

���� 8QGHUO\LQJ�$XVWUDOLD·V�DSSURDFK�WR�ILQDQFLDO�VHFWRU�UHJXODWLRQ�LV�WKH�UHFRJQLWLRQ�WKDW

LW�LV�QRW�WKH�UROH�RI�UHJXODWRUV�WR�HOLPLQDWH�ULVN���5DWKHU��WKHLU�UROH�LV�WR�DOORZ�ILQDQFLDO

PDUNHWV�WR�PDQDJH��DOORFDWH�DQG�SULFH�ULVN�ZLWKLQ�D�IUDPHZRUN�RI�GLVFORVXUH�DQG

WUDQVSDUHQF\�VR�WKDW�FRQVXPHUV�RI�ILQDQFLDO�VHUYLFHV�FDQ�DVVHVV�WKH�OHYHO�RI�ULVN�WKH\�DUH

ZLOOLQJ�WR�PDQDJH�

6WUHQJWKHQLQJ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP

���� 7KHUH�KDYH�EHHQ�D�QXPEHU�RI�GLPHQVLRQV�WR�WKH�ILQDQFLDO�LQVWDELOLW\�WKDW�KDV�JULSSHG

SDUWV�RI�WKH�ZRUOG�VLQFH�PLG��������0XFK�RI�WKLV�KDV�EHHQ�WKH�UHVXOW�RI�ZHDNQHVVHV�LQ

GRPHVWLF�SROLFLHV���+RZHYHU��LW�KDV�EHFRPH�FOHDU�WKDW�ZHDNQHVVHV�LQ�WKH�LQWHUQDWLRQDO

ILQDQFLDO�V\VWHP�DOVR�SOD\HG�D�SDUW���5HFRJQLWLRQ�RI�WKH�FRPSOH[LW\�RI�WKH�FULVLV�DQG�WKH

ZHDNQHVVHV�UHYHDOHG�E\�LW��XQGHUSLQV�HIIRUWV�LQ�PDQ\�LQWHUQDWLRQDO�IRUD�WR�UHIRUP�DQG

VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�

���� ,Q�2FWREHU�������WKH�*���)LQDQFH�0LQLVWHUV�LGHQWLILHG�WKH�QHHG�IRU�UHIRUP�LQ�VL[

SULRULW\�DUHDV�WR�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP���7KHVH�ZHUH�

� VWUHQJWKHQLQJ�DQG�UHIRUPLQJ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DQG

DUUDQJHPHQWV�

� HQKDQFLQJ�WUDQVSDUHQF\�DQG�SURPRWLQJ�EHVW�SUDFWLFHV�

� VWUHQJWKHQLQJ�ILQDQFLDO�UHJXODWLRQ�LQ�LQGXVWULDOLVHG�FRXQWULHV�

� VWUHQJWKHQLQJ�PDFURHFRQRPLF�SROLFLHV�DQG�ILQDQFLDO�V\VWHPV�LQ�HPHUJLQJ�PDUNHWV�

� LPSURYLQJ�FULVLV�SUHYHQWLRQ�DQG�PDQDJHPHQW��DQG�LQYROYLQJ�WKH�SULYDWH�VHFWRU��DQG

� SURPRWLQJ�VRFLDO�SROLFLHV�WR�SURWHFW�WKH�SRRU�DQG�PRVW�YXOQHUDEOH�

���� 0DQ\�RI�WKH�DERYH�LVVXHV�KDYH�EHHQ�DGGUHVVHG�LQ�HDUOLHU�VHFWLRQV�RI�WKH�VXEPLVVLRQ�

+RZHYHU��LW�ZRXOG�EH�XVHIXO�WR�RXWOLQH�$XVWUDOLD·V�DSSURDFK�WR�LQWHUQDWLRQDO�ILQDQFLDO

UHIRUP�DQG�UHYLHZ�GHYHORSPHQWV�LQ�LQWHUQDWLRQDO�FRRSHUDWLRQ�DQG�LQYROYLQJ�WKH�SULYDWH

VHFWRU�

$XVWUDOLD¶V�UROH�LQ�LQWHUQDWLRQDO�ILQDQFLDO�UHIRUP

���� 7KHUH�DUH�OLPLWV�WR�ZKDW�$XVWUDOLD��RU�DQ\�RWKHU�LQGLYLGXDO�FRXQWU\��FDQ�DFKLHYH�RQ�LWV

RZQ�WR�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP���7R�EH�VXFFHVVIXO��UHIRUP�QHHGV�WR�EH

SURJUHVVHG�LQ�HFRQRPLHV�DW�DOO�VWDJHV�RI�GHYHORSPHQW��DFURVV�GLIIHUHQW�UHJLRQV��DQG�LQ�ERWK

WKH�SXEOLF�DQG�SULYDWH�VHFWRUV���7KLV�UHTXLUHV�D�JOREDO�UHVSRQVH���,W�LV�IRU�WKLV�UHDVRQ�WKDW

$XVWUDOLD�KDV�EHHQ�DQ�DFWLYH�SDUWLFLSDQW�LQ�DGYDQFLQJ�UHIRUPV�WKURXJK�LQWHUQDWLRQDO

JURXSLQJV�DQG�IRUD�ZLWK�ZLGH�UHSUHVHQWDWLRQ�DQG�LQYROYHPHQW�



��

���� 7R�HQDEOH�$XVWUDOLD�WR�SOD\�DQ�DFWLYH�UROH�WR�WKH�EHVW�H[WHQW�SRVVLEOH��WKH�3ULPH

0LQLVWHU�FRPPLVVLRQHG�D�WDVNIRUFH��UHIHUUHG�WR�HDUOLHU���ZKLFK�LQFOXGHG�SURPLQHQW�SXEOLF

DQG�SULYDWH�VHFWRU�UHSUHVHQWDWLYHV��WR�DGYLVH�RQ�KRZ�$XVWUDOLD�FDQ�FRQWULEXWH�WR

LQWHUQDWLRQDO�ILQDQFLDO�UHIRUP���7KH�UHSRUW�RI�WKH�7DVNIRUFH����ZDV�UHOHDVHG�LQ�'HFHPEHU�RI

ODVW�\HDU��DQG�LGHQWLILHV�D�QXPEHU�RI�NH\�ILQGLQJV��ZKLFK�KDYH�SURYLGHG�WKH�IRXQGDWLRQ�IRU

$XVWUDOLD·V�HIIRUWV�LQ�SURPRWLQJ�LQWHUQDWLRQDO�ILQDQFLDO�UHIRUP���7KH�NH\�ILQGLQJV�ZHUH�WKDW�

� UHIRUP�ZLOO�UHTXLUH�D�JOREDO�UHVSRQVH�

� $XVWUDOLD�VKRXOG�VXSSRUW�WKH�FRQWLQXDWLRQ�RI�WKH�PRYHPHQW�WRZDUGV�RSHQ

LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�DQG�VRXQGO\�EDVHG�DQG�PRUH�VWDEOH�FDSLWDO�IORZV�

� UHIRUP�VKRXOG�EH�SURJUHVVHG�WKURXJK�DQ�LQWHUQDWLRQDO�JURXSLQJ�ZLWK�ZLGH

UHSUHVHQWDWLRQ�

� LPSURYHG�WUDQVSDUHQF\�E\�FRUSRUDWLRQV��JRYHUQPHQWV�DQG�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV�LV�QHHGHG�

� FRXQWULHV�VKRXOG�LPSURYH��H[WHQG�DQG�LPSOHPHQW�LQWHUQDWLRQDOO\�DFFHSWHG�VWDQGDUGV

DQG�FRGHV�RI�FRQGXFW�ZLWK�UHVSHFW�WR�WUDQVSDUHQF\�

� WKH�,0)�VKRXOG�SUHSDUH�WUDQVSDUHQF\�UHSRUWV�IRU�HDFK�PHPEHU�FRXQWU\���$XVWUDOLD

VKRXOG�WDNH�WKH�OHDG�LQ�WKH�SUHSDUDWLRQ�RI�D�VHOI�DVVHVVPHQW�WUDQVSDUHQF\�UHSRUW�

� DOO�FRXQWULHV�VKRXOG�EH�HQFRXUDJHG�WR�PHHW�WKH�%DVOH�&RPPLWWHH�RQ�%DQNLQJ

6XSHUYLVLRQ��%&%6��VWDQGDUGV�IRU�EDQNLQJ�VXSHUYLVLRQ��SDUWLFXODUO\�LQ�WKH�DUHD�RI

FDSLWDO�DGHTXDF\��ORDQ�YDOXDWLRQ�DQG�SURYLVLRQV�

� HQFRXUDJH�H[WHUQDO�VXUYHLOODQFH�RI�D�FRXQWU\·V�VXSHUYLVRU\�DUUDQJHPHQWV�DV�SDUW�RI�WKH

,0)·V�$UWLFOH�,9�FRQVXOWDWLRQV�

� FRQVLGHU�LQFUHDVLQJ�WKH�OHYHO�RI�FRRSHUDWLRQ�EHWZHHQ�WKH�*RYHUQPHQW��$XVWUDOLDQ

ILQDQFLDO�LQVWLWXWLRQV�DQG�SULYDWH�VHFWRU�RUJDQLVDWLRQV�LQ�WKH�SURYLVLRQ�RI�WHFKQLFDO

DVVLVWDQFH�WR�HQKDQFH�ILQDQFLDO�VXSHUYLVLRQ�LQ�UHJLRQDO�HFRQRPLHV�

� WDNH�VWHSV�WR�HQVXUH�DGHTXDWH�GLVFORVXUH�E\�KHGJH�IXQGV�DQG�RWKHU�+LJKO\�/HYHUDJHG

,QVWLWXWLRQV��+/,V��DQG�WR�HQVXUH�DSSURSULDWH�ULVN�PDQDJHPHQW�RQ�WKH�SDUW�RI

FUHGLWRUV�DQG�FRXQWHU�SDUWLHV�LQ�WKHLU�GHDOLQJV�ZLWK�VXFK�LQYHVWRUV�

� IDFLOLWDWH�SULYDWH�VHFWRU�LQYROYHPHQW�LQ�LPSURYHG�FULVLV�PDQDJHPHQW�

� PDLQWDLQ�WUDGH�ILQDQFH�

� VWUHQJWKHQ�QDWLRQDO�LQVROYHQF\�UHJLPHV�

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

�� 7KH�5HSRUW�RI�WKH�3ULPH�0LQLVWHU·V�7DVNIRUFH�RQ�,QWHUQDWLRQDO�)LQDQFLDO�5HIRUP�����'HFHPEHU�������DYDLODEOH�RQ�OLQH�DW
KWWS���ZZZ�WUHDVXU\�JRY�DX���7UHDVXU\�SURYLGHG�D�EULHILQJ�WR�WKH�&RPPLWWHH�RQ�WKH�7DVN�)RUFH�5HSRUW�RQ
���0DUFK������



��

� LPSURYH�WKH�FRPSRVLWLRQ�RI�FDSLWDO�IORZV��LQ�SDUWLFXODU��WR�HQFRXUDJH�ORQJ�WHUP

FDSLWDO�LQIORZ�UDWKHU�WKDQ�VKRUW�WHUP�IORZV�

� HQKDQFH�LQWHUQDWLRQDO�FRRSHUDWLRQ�RQ�ILQDQFLDO�VHFWRU�SROLF\�LVVXHV��DQG

� DGYDQFH�UHJLRQDO�FRRSHUDWLRQ�RQ�ILQDQFLDO�LVVXHV���7KURXJK�RUJDQLVDWLRQV�VXFK�DV

$3(&��WKH�([HFXWLYH�0HHWLQJ�RI�(DVW�$VLD�3DFLILF�&HQWUDO�%DQNV�DQG�WKH�0DQLOD

)UDPHZRUN�*URXS�

���� &RQVLGHUDEOH�SURJUHVV�KDV�EHHQ�DFKLHYHG�LQ�DGGUHVVLQJ�PDQ\�RI�WKHVH�LVVXHV��VHH

$WWDFKPHQW�%�

'HYHORSPHQWV�LQ�LQWHUQDWLRQDO�FRRSHUDWLRQ

���� 7KH�UHFHQW�ILQDQFLDO�FULVHV�KDYH�SURYHG�D�PDMRU�FKDOOHQJH�IRU�WKH�,0)�DQG�WKH

LQWHUQDWLRQDO�FRPPXQLW\�PRUH�JHQHUDOO\���7KLV�KDV�KLJKOLJKWHG�WKH�QHHG�IRU�WKH

LQWHUQDWLRQDO�FRPPXQLW\�WR�LPSURYH�LWV�DSSURDFK�WR�FULVLV�SUHYHQWLRQ�DQG�PDQDJHPHQW���,Q

DGGLWLRQ�WR�FULVLV�SUHYHQWDWLYH�PHDVXUHV��GLVFXVVHG�HDUOLHU��WKHUH�KDV�EHHQ�FRQVLGHUDEOH

GLVFXVVLRQ�RQ��QHZ�IDFLOLWLHV�WR�VWUHQJWKHQ�WKH�DELOLW\�RI�WKH�,0)�WR�SURYLGH�ILQDQFLDO

DVVLVWDQFH��DQG�QHZ�DUUDQJHPHQWV�WR�HQKDQFH�FRRSHUDWLRQ�ZLWKLQ�WKH�LQWHUQDWLRQDO

FRPPXQLW\�RQ�ILQDQFLDO�PDWWHUV��LQFOXGLQJ�PRUH�HIIHFWLYH�PHDQV�RI�LQYROYLQJ�WKH�SULYDWH

VHFWRU�

1HZ�ILQDQFLQJ�IDFLOLWLHV

���� 7R�VWUHQJWKHQ�LWV�FDSDFLW\�WR�UHVSRQG�WR�ILQDQFLDO�LQVWDELOLW\��WKH�,0)�KDV�GHYHORSHG

WZR�QHZ�IDFLOLWLHV�³�WKH�6XSSOHPHQWDO�5HVHUYH�)DFLOLW\��65)��DQG�PRUH�UHFHQWO\�WKH

&RQWLQJHQW�&UHGLW�/LQH��&&/����7KHVH�IDFLOLWLHV�ZHUH�GHYHORSHG�ZLWK�WKH�IXOO�VXSSRUW�RI�WKH

,0)·V�PHPEHUVKLS�DQG�DUH�WDLORUHG�WR�UHVSRQG�WR�WKH�W\SHV�RI�ILQDQFLDO�FULVHV�WKDW�ZH�KDYH

ZLWQHVVHG�RYHU�WKH�SDVW�WZR�\HDUV���%RWK�IDFLOLWLHV�SURYLGH�ODUJH�VFDOH�DQG�TXLFN�GLVEXUVLQJ

ILQDQFLDO�DVVLVWDQFH���7KH�IDFLOLWLHV�DOVR�FDUU\�KLJKHU�UDWHV�RI�FKDUJH�DQG�FRXQWULHV�DUH

H[SHFWHG�WR�UHSD\�WKH�,0)�LQ�D�PXFK�VKRUWHU�WLPH�SHULRG�WKDQ�LV�QRUPDOO\�WKH�FDVH�

���� 7KH�&&/�PDNHV�DYDLODEOH�DVVLVWDQFH�IRU�PHPEHUV�ZLWK�VWURQJ�HFRQRPLF�SROLFLHV��DV�D

SUHFDXWLRQDU\�OLQH�RI�GHIHQFH�DJDLQVW�WKH�ULVN�RI�ILQDQFLDO�¶FRQWDJLRQ·���7KH�&&/�LV�LQWHQGHG

WR�SURYLGH�IXUWKHU�LQFHQWLYH�IRU�FRXQWULHV�WR�DGRSW�WKH�VRXQG�SROLFLHV�DQG�LQVWLWXWLRQDO

DUUDQJHPHQWV�LPSRUWDQW�IRU�FULVLV�SUHYHQWLRQ��DQG�VKRXOG�DOVR�KHOS�UHGXFH�WKH�VSUHDG�RI

¶FRQWDJLRQ·�

���� 7KH�,0)�KDV�DOVR�WDNHQ�VWHSV�WR�HQVXUH�WKDW�LV�KDV�VXIILFLHQW�UHVRXUFHV�WR�PHHW�WKH

SRWHQWLDO�QHHGV�RI�PHPEHUV���,W�KDV�GRQH�WKLV�WKURXJK�DQ�LQFUHDVH�LQ�TXRWDV�DQG�LQ

DGRSWLQJ�WKH�1HZ�$UUDQJHPHQWV�WR�%RUURZ��1$%��RI�ZKLFK�$XVWUDOLD�LV�D�SDUWLFLSDQW�

8QGHU�WKH�1$%��SRWHQWLDOO\����SDUWLFLSDQW�FRXQWULHV�DQG�LQVWLWXWLRQV�VWDQG�UHDG\�WR�OHQG

WKH�,0)�XS�WR�6'5���ELOOLRQ�WR�VXSSOHPHQW�LWV�UHJXODU�TXRWD�UHVRXUFHV�ZKHQ�QHHGHG�WR

IRUHVWDOO�RU�FRSH�ZLWK�DQ�LPSDLUPHQW�RI�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP�RU�WR�GHDO�ZLWK



��

DQ�H[FHSWLRQDO�VLWXDWLRQ�WKDW�WKUHDWHQV�WKH�VWDELOLW\�RI�WKH�V\VWHP���$XVWUDOLD�SOD\HG�D�NH\

UROH�LQ�WKH�GHYHORSPHQW�RI�WKH�1$%�DQG�LV�WKH�FXUUHQW�FKDLU�

���� 1HZ�IDFLOLWLHV�WR�HQDEOH�PRUH�UDSLG�SURYLVLRQ�RI�DVVLVWDQFH�LQ�FULVLV�VLWXDWLRQV�KDYH

DOVR�EHHQ�SXW�LQWR�SODFH�E\�WKH�:RUOG�%DQN�DQG�WKH�$VLDQ�'HYHORSPHQW�%DQN���%LODWHUDO

FUHGLWRUV��LQFOXGLQJ�$XVWUDOLD��KDYH�DOVR�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�RIIHULQJ�ILQDQFLDO

DVVLVWDQFH�LQ�WKH�FRQWH[W�RI�,0)�VXSSRUWHG�SURJUDPV�

(QKDQFLQJ�LQWHUQDWLRQDO�FRRSHUDWLRQ

���� $V�UHFRJQLVHG�LQ�WKH�5HSRUW�RI�WKH�3ULPH�0LQLVWHU·V�7DVNIRUFH��LI�ILQDQFLDO�LQVWDELOLW\

LV�WR�EH�DGGUHVVHG��D�JOREDO�UHVSRQVH�LV�UHTXLUHG��D�JOREDO�UHVSRQVH�LQ�WKH�VHQVH�WKDW�DOO

JRYHUQPHQWV�DUH�HQFRXUDJHG�WR�LPSURYH�WKHLU�QDWLRQDO�SROLF\�IUDPHZRUNV�ZKHUH�QHHGHG

DQG�WKDW�VWHSV�WR�LPSURYH�WKH�RSHUDWLRQ�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�LWVHOI�DUH

XQGHUWDNHQ���$XVWUDOLD�KDV�EHHQ�YHU\�DFWLYH�LQ�WKLV�GHEDWH�DQG�EHOLHYHV�WKDW�WKHUH�QHHGV�WR

EH�¶RZQHUVKLS·�E\�D�ZLGH�JURXS�RI�FRXQWULHV�LI�UHIRUP�SURSRVDOV�DUH�WR�EH�LPSOHPHQWHG�

���� $XVWUDOLD�ZDV�D�VWURQJ�VXSSRUWHU�RI�WKH�*������7KH�UHSRUW�RI�WKH�3ULPH�0LQLVWHU·V

7DVN�)RUFH�UHFRPPHQGHG�WKDW�UHIRUP�EH�SURJUHVVHG�WKURXJK�DQ�LQWHUQDWLRQDO�JURXSLQJ

ZLWK�ZLGHU�UHSUHVHQWDWLRQ��VXFK�DV�WKH�*������,Q�$XVWUDOLD·V�YLHZ��WKH�*����SOD\HG�D�YLWDO

UROH�LQ�UHVSRQGLQJ�TXLFNO\�WR�WKH�FULVLV�����+RZHYHU��LW�EHFDPH�FOHDU�WKDW�WKH�*����GLG�QRW

KDYH�WKH�EURDG�VXSSRUW�QHFHVVDU\�IRU�LW�WR�FRQWLQXH�LQ�LWV�H[LVWLQJ�IRUPDW��DQG�WKH�JURXS�KDV

QRW�PHW�VLQFH�2FWREHU�RI�ODVW�\HDU�

���� 1RWZLWKVWDQGLQJ�WKH�GHPLVH�RI�WKH�*�����WKH�QHHG�IRU�D�EURDG�UHSUHVHQWDWLYH�IRUXP

UHPDLQV���$V�VXFK��$XVWUDOLD�ZHOFRPHG�WKH�FDOO�DW�WKH�UHFHQW�$3(&�)LQDQFH�0LQLVWHUV·

PHHWLQJ�DW�/DQJNDZL�IRU�WKH�HVWDEOLVKPHQW�RI�DQ�RQJRLQJ�PHFKDQLVP�IRU�LQFOXVLYH�GLDORJXH

EHWZHHQ�LQGXVWULDO��GHYHORSLQJ�DQG�HPHUJLQJ�PDUNHW�HFRQRPLHV�WR�EXLOG�FRQVHQVXV�RQ

PDMRU�HFRQRPLF�DQG�ILQDQFLDO�SROLFLHV�LQ�WKH�IXWXUH�

���� 7KH����-XQH������UHSRUW�RI�WKH�*���)LQDQFH�0LQLVWHUV�RQ�¶6WUHQJWKHQLQJ�WKH

,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH·�DOVR�UHFRJQLVHG�WKH�LPSRUWDQFH�RI�ZLGHQLQJ�WKH

RQ�JRLQJ�GLDORJXH�RQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�WR�D�EURDGHU�UDQJH�RI�FRXQWULHV���7R

WKLV�HQG��WKH�*���)LQDQFH�0LQLVWHUV�DJUHHG�WKDW��E\�WKH�WLPH�RI�WKH�QH[W�)RUXP�PHHWLQJ�LQ

6HSWHPEHU�������WKH�)RUXP�EH�EURDGHQHG�WR�LQFOXGH�VLJQLILFDQW�ILQDQFLDO�FHQWUHV��LQ�D

IRUPDW�WKDW�SURYLGHV�IRU�HIIHFWLYH�GLDORJXH���2Q����-XQH�������WKH�&KDLUPDQ�RI�WKH�)RUXP

LQYLWHG�$XVWUDOLD�DORQJ�ZLWK�+RQJ�.RQJ�6$5��6LQJDSRUH�DQG�WKH�1HWKHUODQGV�WR

SDUWLFLSDWH���

���� 7KHUH�KDYH�DOVR�EHHQ�FDOOV�IRU�LQVWLWXWLRQDO�UHIRUP�RI�WKH�,0)���$W�LWV�PHHWLQJ�LQ

2FWREHU�������WKH�,&�UHTXHVWHG�D�UHYLHZ�RI�WKH�LQVWLWXWLRQDO�FRPSRQHQWV�RI�WKH

LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP��¶LQFOXGLQJ�WKH�SRVVLELOLW\�RI�VWUHQJWKHQLQJ�DQG�RU

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

�� 7KH�*����HVWDEOLVKHG�WKUHH�ZRUNLQJ�JURXSV�WR�DGGUHVV��WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\��VWUHQJWKHQLQJ�ILQDQFLDO
V\VWHPV��DQG�LQWHUQDWLRQDO�ILQDQFLDO�FULVHV���7KH�UHSRUWV�RI�WKH�ZRUNLQJ�JURXSV�DUH�DYDLODEOH�IURP�WKH�%,6�ZHE�VLWH�DW
KWWS���ZZZ�ELV�RUJ�

�� $XVWUDOLD�WR�MRLQ�)LQDQFLDO�6WDELOLW\�)RUXP��3UHVV�UHOHDVH�RI�WKH�7UHDVXUHU��WKH�+RQ�3HWHU�&RVWHOOR�03�����-XQH������



��

WUDQVIRUPLQJ·�WKH�&RPPLWWHH�LWVHOI���7KHUH�DUH�D�QXPEHU�RI�SURSRVDOV�RQ�WKH�WDEOH�DLPHG�DW

VWUHQJWKHQLQJ�WKH�,&�DQG�,0)��EXW�OLWWOH�DJUHHPHQW�KDV�EHHQ�UHDFKHG���7KH����-XQH�����

UHSRUW�RI�WKH�*���)LQDQFH�0LQLVWHUV�UHFRPPHQGHG�WKDW�WKH�,&�EH�JLYHQ�SHUPDQHQW

VWDQGLQJ�DV�WKH�¶,QWHUQDWLRQDO�)LQDQFLDO�DQG�0RQHWDU\�&RPPLWWHH�·��,W�LV�XQFOHDU�DW�WKLV

SRLQW�ZKHWKHU�WKLV�ZLOO�OHDG�WR�DQ\�FKDQJH�LQ�WKH�&RPPLWWHH·V�IXQFWLRQV�DQG�RSHUDWLRQV�

���� ,Q�WHUPV�RI�RWKHU�GHYHORSPHQWV�WR�HQKDQFH�LQWHUQDWLRQDO�FRRSHUDWLRQ��WKH�)LQDQFLDO

6WDELOLW\�)RUXP��)6)���DV�GLVFXVVHG�HDUOLHU��KDV�EHHQ�HVWDEOLVKHG�WR�LPSURYH�FRRSHUDWLRQ

EHWZHHQ�LQWHUQDWLRQDO�RUJDQLVDWLRQV��UHJXODWRUV�DQG�H[SHUWV�ZLWK�UHVSRQVLELOLWLHV�LQ�WKH�DUHD

RI�ILQDQFLDO�UHJXODWLRQ���,Q�DGGLWLRQ�WR�WKLV�RQJRLQJ�UROH��WKH�)RUXP�KDV�HVWDEOLVKHG�WKUHH�DG

KRF�ZRUNLQJ�JURXSV�WR�WDFNOH�D�QXPEHU�RI�LVVXHV�LGHQWLILHG�DV�QHHGLQJ�IXUWKHU

FRQVLGHUDWLRQ��LQFOXGLQJ�

� DFWLRQV�WKDW�PD\�EH�QHHGHG�WR�UHGXFH�WKH�GHVWDELOLVLQJ�SRWHQWLDO�RI�+/,V�LQ�ILQDQFLDO

PDUNHWV�

� HYDOXDWLRQ�RI�PHDVXUHV�WKDW�FRXOG�UHGXFH�WKH�YRODWLOLW\�RI�FDSLWDO�IORZV�DQG�WKH�ULVNV

SRVHG�E\�H[FHVVLYH�VKRUW�WHUP�H[WHUQDO�LQGHEWHGQHVV��DQG

� WKH�UROH�RI�RIIVKRUH�ILQDQFLDO�FHQWUHV�DQG�SURJUHVV�WRZDUGV�HQIRUFLQJ�SUXGHQWLDO

VWDQGDUGV�DQG�LQIRUPDWLRQ�VKDULQJ�DJUHHPHQWV�LQ�UHODWLRQ�WR�WKHVH�FHQWUHV�

���� 7KHVH�JURXSV�ZLOO�UHSRUW�RQ�WKHLU�ZRUN�DW�WKH�QH[W�PHHWLQJ�RI�WKH�)RUXP��VFKHGXOHG

IRU�6HSWHPEHU�

,QYROYLQJ�WKH�SULYDWH�VHFWRU

���� $V�QRWHG�HDUOLHU��LPSURYHG�RIILFLDO�ILQDQFLDO�UHVFXH�SDFNDJHV�DUH�DQ�LPSRUWDQW

HOHPHQW�LQ�UHVWRULQJ�ILQDQFLDO�VWDELOLW\���+RZHYHU��RIILFLDO�ILQDQFLDO�DVVLVWDQFH�FDUULHV�ZLWK�LW

WKH�ULVN�RI�PRUDO�KD]DUG��ZKHUH�FUHGLWRUV�IDLO�WR�XQGHUWDNH�DGHTXDWH�ULVN�DVVHVVPHQW�DQG

PDQDJHPHQW�DV�WKHUH�LV�DQ�H[SHFWDWLRQ�WKDW�WKH�RIILFLDO�VHFWRU�ZLOO�VWHS�LQ�DQG�EDLO�RXW

HFRQRPLHV�LQ�WLPHV�RI�WURXEOH���7KLV�PLJKW�QRW�SRVH�VXFK�D�SUREOHP�LI�WKLV�LPSOLFLW

LQVXUDQFH�PHDQW�WKDW�FUHGLWRUV�PDLQWDLQHG�FDSLWDO�IORZV���%XW��WKLV�LV�QRW�WKH�FDVH���(YHQWV

KDYH�VKRZQ�WKDW�FUHGLWRUV�¶UXVK�IRU�WKH�H[LWV·�LQ�DQ�HIIRUW�WR�EH�RXW�EHIRUH�D�FULVLV�KLWV�

7KHVH�YHU\�DFWLRQV�FDQ�SUHFLSLWDWH�FULVLV�

���� ,W�KDV�DOVR�EHFRPH�FOHDU�WKDW�WKH�RIILFLDO�VHFWRU�FDQ�QR�ORQJHU�SURYLGH�WKH�YROXPH�RI

ILQDQFLDO�DVVLVWDQFH�QHHGHG�WR�DGGUHVV�FULVHV�LQ�D�ZRUOG�RI�LQWHJUDWHG�FDSLWDO�PDUNHWV���%\

IRUPDOO\�LQYROYLQJ�FUHGLWRUV�LQ�IRUHVWDOOLQJ�DQG�UHVROYLQJ�ILQDQFLDO�FULVHV��WKH�LQWHUQDWLRQDO

FRPPXQLW\�DLPV�WR�

� OLPLW�PRUDO�KD]DUG��DQG

� HTXLWDEO\�VKDUH�WKH�EXUGHQ�RI�FULVLV�UHVROXWLRQ�ZLWK�WKH�RIILFLDO�VHFWRU�

���� 5HIOHFWLQJ�WKLV��WKH�SULYDWH�VHFWRU�ZDV�DVNHG��WKURXJK�GHEW�UROO�RYHU�DQG�UHVWUXFWXULQJ�

WR�SOD\�LWV�SDUW�LQ�WKH�UHVFXH�SDFNDJHV�SXW�WRJHWKHU�IRU�.RUHD��,QGRQHVLD�DQG�7KDLODQG�



��

7KLV��KRZHYHU��WRRN�SODFH�LQ�DQ�DG�KRF�ZD\�DQG�JRYHUQPHQWV�ZHUH�FDXWLRXV�DERXW�EHLQJ

LQYROYHG�LQ�QHJRWLDWLRQV�EHWZHHQ�SULYDWH�SDUWLHV���

���� 6LQFH�WKHQ��SURSRVDOV�IRU�VWUHQJWKHQLQJ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�DUFKLWHFWXUH�WR

EHWWHU�LQYROYH�WKH�SULYDWH�VHFWRU���KDYH�EHHQ�GLVFXVVHG�LQ�D�QXPEHU�RI�IRUD��LQFOXGLQJ�WKH

,0)�([HFXWLYH�%RDUG��*�����*���DQG�$3(&���0XFK�RI�WKLV�GLVFXVVLRQ�KDV�IRFXVHG�RQ

HLWKHU�GHYHORSLQJ�JHQHUDO�JXLGHOLQHV�IRU�FULVLV�VLWXDWLRQV�RU�WKH�XVH�RI�VSHFLILF�PDUNHW�EDVHG

PHDVXUHV�WR�FRSH�ZLWK�WKH�ULVN�RI�FKDQJHV�LQ�LQYHVWRU�VHQWLPHQW�OHDGLQJ�WR�ILQDQFLDO�FULVLV�

���� $�JHQHUDO�IUDPHZRUN�WR�JXLGH�SULYDWH�VHFWRU�LQYROYHPHQW�LQ�FULVLV�UHVROXWLRQ�ZLOO

QHHG�WR�EH�IOH[LEOH�WR�WDNH�DFFRXQW�RI�GLIIHULQJ�FULVLV�VLWXDWLRQV�EXW�ZLOO�DOVR�QHHG�WR�VSHOO

RXW�WKH�EDVLF�JURXQG�UXOHV�WKDW�ZLOO�DSSO\�LQ�FULVLV�VLWXDWLRQV���,Q�SDUWLFXODU��DQ\�IUDPHZRUN

ZLOO�QHHG�WR�SURYLGH�FUHGLWRUV�DQG�GHEWRUV�ZLWK�FOHDU�H[SHFWDWLRQV�DERXW�WKH�SURFHVVHV�WKDW

ZLOO�DSSO\�VKRXOG�D�FULVLV�GHYHORS���7KH����-XQH�*���)LQDQFH�0LQLVWHUV·�UHSRUW�VHW�RXW�D

EURDG�IUDPHZRUN�RI�SULQFLSOHV����LQFOXGLQJ�

� FULVLV�UHVROXWLRQ�PXVW�QRW�XQGHUPLQH�WKH�REOLJDWLRQ�RI�FRXQWULHV�WR�PHHW�WKHLU�GHEWV

LQ�IXOO�DQG�RQ�WLPH�

� PDUNHW�GLVFLSOLQH�ZLOO�RQO\�ZRUN�LI�FUHGLWRUV�EHDU�WKH�FRQVHTXHQFHV�RI�WKH�ULVNV�WKH\

WDNH�

� LQ�D�FULVLV��UHGXFLQJ�QHW�GHEW�SD\PHQWV�WR�WKH�SULYDWH�VHFWRU�FDQ�SRWHQWLDOO\�FRQWULEXWH

WR�PHHWLQJ�D�FRXQWU\·V�LPPHGLDWH�ILQDQFLQJ�QHHGV�DQG�UHGXFLQJ�WKH�DPRXQW�RI

ILQDQFH�WR�EH�SURYLGHG�E\�WKH�RIILFLDO�VHFWRU�

� QR�RQH�FDWHJRU\�RI�SULYDWH�FUHGLWRUV�VKRXOG�EH�UHJDUGHG�DV�LQKHUHQWO\�SULYLOHJHG

UHODWLYH�WR�RWKHUV�LQ�D�VLPLODU�SRVLWLRQ��DQG

� WKH�DLP�RI�FULVLV�PDQDJHPHQW�ZKHUHYHU�SRVVLEOH�VKRXOG�EH�WR�DFKLHYH�FR�RSHUDWLYH

VROXWLRQV�QHJRWLDWHG�EHWZHHQ�WKH�GHEWRU�FRXQWU\�DQG�LWV�FUHGLWRUV��EXLOGLQJ�RQ

HIIHFWLYH�GLDORJXHV�HVWDEOLVKHG�LQ�DGYDQFH�

���� 0HDVXUHV�WR�LQYROYH�WKH�SULYDWH�VHFWRU�ZLOO�SOD\�D�NH\�UROH�LQ�FULVLV�SUHYHQWLRQ���,Q

SDUWLFXODU��H[�DQWH�PHDVXUHV�FDQ�UHGXFH�YXOQHUDELOLWLHV��UHGXFH�PRUDO�KD]DUG�DQG�KHOS�DYRLG

D�FULVLV�ZKHQ�SUHVVXUHV�EHJLQ�WR�HPHUJH���$WWHQWLRQ�KDV�IRFXVHG�RQ�WZR�SDUWLFXODU

PDUNHW�EDVHG�PHDVXUHV��SULYDWH�FRQWLQJHQW�FUHGLW�OLQHV�DQG�FROOHFWLYH�DFWLRQ�FODXVHV�

���� $�QXPEHU�RI�FRXQWULHV�KDYH�HVWDEOLVKHG�FRQWLQJHQW�OLQHV�RI�FUHGLW�ZLWK�SULYDWH

FUHGLWRUV���7KHVH�FUHGLW�OLQHV�FDQ�EH�DFWLYDWHG�RQ�WKH�EDVLV�RI�SUHGHWHUPLQHG�FRQGLWLRQV�WR

SURYLGH�ILQDQFLQJ�LQ�WKH�HYHQW�RI�DGYHUVH�PDUNHW�GHYHORSPHQWV���%\�SURYLGLQJ�DGGLWLRQDO

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

�� $XVWUDOLD�DQG�WKH�,0)����������$QQXDO�5HSRUW�WR�3DUOLDPHQW�������S�����DYDLODEOH�RQ�WKH�&RPPRQZHDOWK
'HSDUWPHQW�RI�WKH�7UHDVXU\�ZHE�VLWH�DW�KWWS���ZZZ�WUHDVXU\�JRY�DX�

�� )RU�IXUWKHU�GHWDLO�RQ�YDULRXV�SURSRVDOV�XQGHU�FRQVLGHUDWLRQ�VHH�·,QYROYLQJ�WKH�3ULYDWH�6HFWRU�LQ�)RUHVWDOOLQJ�DQG�5HVROYLQJ
)LQDQFLDO�&ULVHV·��,0)��$SULO��������$YDLODEOH�DW�WKH�,0)�ZHE�VLWH�DW�KWWS���ZZZ�LPI�RUJ�

�� 5HSRUW�RI�WKH�*���)LQDQFH�0LQLVWHUV�RQ�6WUHQJWKHQLQJ�WKH�,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH�����-XQH�������SDUDJUDSK
���



��

ILQDQFLQJ�LQ�D�WLPH�RI�GLIILFXOW\��WKHVH�PDUNHW�EDVHG�DUUDQJHPHQWV�FDQ�KHOS�FXVKLRQ�WKH

LQLWLDO�LPSDFW�RI�SD\PHQW�SUREOHPV�DQG�UHGXFH�WKH�QHHG�WR�UHVRUW�WR�PRUH�GLVUXSWLYH

PHDVXUHV�

���� &ROOHFWLYH�DFWLRQ�FODXVHV�LQ�ERQG�FRQWUDFWV�LV�RQH�DSSURDFK�DLPHG�DW�IRVWHULQJ

UHVROXWLRQ�RI�SD\PHQWV�GLIILFXOWLHV���7KHVH�FODXVHV�SURYLGH�IRU�WKH�PRGLILFDWLRQ�RI�WKH�WHUPV

RI�D�ERQG�FRQWUDFW��LQFOXGLQJ�WKRVH�GHDOLQJ�ZLWK�UHSD\PHQW�VFKHGXOHV��E\�DJUHHPHQW

EHWZHHQ�WKH�ERUURZHU�DQG�D�PDMRULW\��XVXDOO\�D�TXDOLILHG�PDMRULW\��RI�ERQGKROGHUV���6XFK

FODXVHV�FDQ�SURYLGH�JUHDWHU�FODULW\�DERXW�WKH�FLUFXPVWDQFHV�LQ�ZKLFK�FRQWUDFWV�PD\�QHHG�WR

EH�DOWHUHG���7KH\�FDQ�DOVR�IDFLOLWDWH�WKH�SURFHVV�RI�UHVWUXFWXULQJ�DQG�UHILQDQFLQJ�E\�QRW

DOORZLQJ�LQGLYLGXDO�ERQGKROGHUV�WR�VHHN�WR�JDLQ�DGYDQWDJH�E\�REVWUXFWLQJ�DJUHHPHQWV�RQ

UHVWUXFWXULQJ���$W�WKH�PHHWLQJ�RI�WKH�,&�LQ�:DVKLQJWRQ�RQ����$SULO�������SDUWLFLSDQWV

LQYLWHG�WKH�,0)�([HFXWLYH�%RDUG�DQG�RWKHU�UHOHYDQW�IRUD�WR�H[SORUH�DSSURSULDWH�ZD\V�WR

LQWURGXFH�FROOHFWLYH�DFWLRQ�FODXVHV�LQ�VRYHUHLJQ�ERQG�LVVXHV���

���� 7KHVH�DQG�RWKHU�H[�DQWH�PHDVXUHV�FDQ�SOD\�DQ�LPSRUWDQW�¶FLUFXLW�EUHDNLQJ·�UROH�LQ�WKH

HYHQW�RI�SD\PHQWV�SUREOHPV���,W�LV�SRVVLEOH�WKDW�WKHVH�PHDVXUHV�ZLOO�LQFUHDVH�WKH�FRVW�RI

ERUURZLQJ��EXW�WKLV�LV�QRW�QHFHVVDULO\�D�EDG�WKLQJ��LI�WKH�KLJKHU�FRVW�OHDGV�WR�PRUH�SUXGHQW

ERUURZLQJ�DQG�EHWWHU�UHIOHFWV�WKH�ULVNV�LQYROYHG�

���� )XUWKHU�ZRUN�LV�QHHGHG�WR�DGGUHVV�WKH�WHFKQLFDO�DQG�OHJDO�LPSOLFDWLRQV�RI�LQYROYLQJ

WKH�SULYDWH�VHFWRU���,Q�WKLV�UHVSHFW��ERWK�WKH�,&�DQG�*���)LQDQFH�0LQLVWHUV�KDYH�DVNHG�WKH

,0)�WR�SXVK�DKHDG�ZLWK�LWV�ZRUN�RQ�WKLV�WRSLF���DQG�UHSRUW�E\�WKH�WLPH�RI�WKH�,0)�:RUOG

%DQN�$QQXDO�PHHWLQJV�LQ�ODWH�6HSWHPEHU�

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

�� 6HH�WKH�&RPPXQLTXp�RI�WKH�,&�PHHWLQJ�����$SULO������
�� 6HH�WKH�&RPPXQLTXp�RI�WKH�,&�PHHWLQJ�����$SULO�������DQG�WKH�UHSRUW�RI�WKH�*���)LQDQFH�0LQLVWHUV�RQ�6WUHQJWKHQLQJ

WKH�,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH�����-XQH�������SDUDJUDSK����



��

$WWDFKPHQW�$

*/2%$/,6$7,21�$1'�32/,&<�'(9(/230(176�²
$�3277('�+,6725<

$�� 7KLV�DWWDFKPHQW�SURYLGHV�D�VKRUW�SRWWHG�KLVWRU\�RI�KRZ�FKDQJHV�LQ�WKH�UROH�DQG

RSHUDWLRQ�RI�WKH�ILQDQFLDO�PDUNHWV�KDYH�DIIHFWHG�WKH�GHYHORSPHQW�RI�PDFURHFRQRPLF

SROLF\�

7KH�HQG�RI�%UHWWRQ�:RRGV

$�� ,Q�������WKH�%UHWWRQ�:RRGV�FRQIHUHQFH�HVWDEOLVKHG�D�JOREDO�V\VWHP�RI�IL[HG

H[FKDQJH�UDWHV�EHWZHHQ����FRXQWULHV�����7KH�DQFKRU�IRU�WKLV�V\VWHP�ZDV�JROG��ZLWK�D�YDOXH

VHW�DW��86���DQ�RXQFH���&XUUHQFLHV�ZHUH�SHJJHG�WR�HLWKHU�WKH�86�GROODU���86��RU��DV�LQ

$XVWUDOLD·V�FDVH��WKH�%ULWLVK�SRXQG�ZKLFK�ZDV��LQ�WXUQ��IL[HG�DJDLQVW�WKH��86���,Q�HIIHFW��86

PRQHWDU\�SROLF\�SURYLGHG�WKH�OLQFKSLQ�IRU�$XVWUDOLDQ�PRQHWDU\�SROLF\�GXULQJ�WKH�IL[HG

H[FKDQJH�UDWH�SHULRG�WKDW�ODVWHG�XQWLO�WKH�EUHDNGRZQ�RI�%UHWWRQ�:RRGV�LQ������

$�� 'XULQJ�WKH�����V�DQG�LQWR�WKH�����V��WKH�V\VWHP�RI�IL[HG�H[FKDQJH�UDWHV�ZRUNHG�ZHOO�

7KLV�ZDV��LQ�QR�VPDOO�ZD\��GXH�WR�WKH�UHODWLYH�JOREDO�VWDELOLW\�RI�WKH�WLPH��LQ�FRQMXQFWLRQ

ZLWK�WKH�FRQVHUYDWLYH�PRQHWDU\�DQG�ILVFDO�SROLFLHV�LPSOHPHQWHG�E\�WKH�86���,Q�SDUWLFXODU�

WKH�8QLWHG�6WDWHV�SROLF\�DSSURDFK�VXVWDLQHG�ORZ�LQIODWLRQ�

$�� 7KH�OLQN�WR�8QLWHG�6WDWHV�PRQHWDU\�SROLF\��ZKLFK�ZDV�GLUHFWHG�DW�DFKLHYLQJ�ORZ

LQIODWLRQ��LPSRVHG�VLJQLILFDQW�SROLF\�GLVFLSOLQH�RQ�$XVWUDOLDQ�SROLF\�PDNHUV���,I�$XVWUDOLDQ

LQIODWLRQ��IRU�H[DPSOH��ZHUH�WR�ULVH�PXFK�DERYH�WKDW�RI�WKH�86��WKH�HTXLOLEULXP�YDOXH�RI�WKH

�$�ZRXOG�GHFOLQH���7KLV�ZRXOG�RFFXU�EHFDXVH�WKH�SULFHV�RI�JRRGV�DQG�VHUYLFHV�SURGXFHG�LQ

$XVWUDOLD�ZRXOG�EH�ULVLQJ�UHODWLYH�WR�WKRVH�RI�WKH�86��LPSO\LQJ�D�ULVLQJ�GHPDQG�IRU�86

UHODWLYH�WR�$XVWUDOLDQ�JRRGV�DQG�VHUYLFHV���7KLV�ZRXOG�EH�UHIOHFWHG�LQ�ULVLQJ�GHPDQG�IRU��86

YLV�D�YLV��$�LPSO\LQJ�WKDW�WKH��$��86�H[FKDQJH�UDWH�VKRXOG�EH�ORZHU���7R�PDLQWDLQ�WKH

IL[HG�H[FKDQJH�UDWH��WKH�5HVHUYH�%DQN�RI�$XVWUDOLD��5%$��ZRXOG�KDYH�WR�LQWHUYHQH�E\

VHOOLQJ��86�GROODUV�IURP�LWV�UHVHUYH�RI�IRUHLJQ�H[FKDQJH���7R�WKH�H[WHQW�WKDW�$XVWUDOLDQ

LQIODWLRQ�UHPDLQHG�RXW�RI�OLQH�ZLWK�WKDW�RI�WKH�86�WKLV�LPSOLHG�D�FRQWLQXHG�UXQGRZQ�LQ

UHVHUYHV��SDUWLFXODUO\�LI�FDSLWDO�EHJDQ�WR�IORZ�RXW�RI�WKH�HFRQRP\�LQ�UHVSRQVH�WR�VSHFXODWLRQ

WKDW�WKH�IL[HG�UDWH�ZRXOG�EH�ORZHUHG�E\�WKH�DXWKRULWLHV���,Q�RUGHU�WR�PDLQWDLQ�WKH�IL[HG

H[FKDQJH�UDWH�XQGHU�WKHVH�FLUFXPVWDQFHV��PRQHWDU\�DQG�ILVFDO�SROLF\�ZRXOG�KDYH�WR�EH

DGMXVWHG�WR�EULQJ�$XVWUDOLDQ�LQIODWLRQ�LQ�OLQH�ZLWK�WKDW�RI�WKH�86�����%HIRUH�������PRQHWDU\

SROLF\�FKDQJHV�ZHUH�FDUULHG�RXW�SULQFLSDOO\�WKURXJK�DQ�DGMXVWPHQW�RI�WKH�GLUHFW�FRQWUROV�RQ

EDQN�OHQGLQJ�UDWKHU�WKDQ�FKDQJHV�LQ�LQWHUHVW�UDWHV�

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

�� 7KH�%UHWWRQ�:RRGV�FRQIHUHQFH�DOVR�HVWDEOLVKHG�WKH�:RUOG�%DQN�DQG�,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)��
�� 6HH�0DFIDUODQH��������



��

$�� %R[�$��RXWOLQHV�WKH�IUDPHZRUN�RI�UHJXODWLRQ�XQGHU�ZKLFK�PRQHWDU\�SROLF\�ZDV

FRQGXFWHG�SULRU�WR�WKH�RQVHW�RI�ILQDQFLDO�PDUNHW�GHUHJXODWLRQ�LQ�WKH�HDUO\�����V�

%R[�$����7KH�PRQHWDU\�SROLF\�IUDPHZRUN��SUH�ILQDQFLDO

GHUHJXODWLRQ

)URP�WKH�ODWH�����V�WR�WKH�HDUO\�����V��PRQHWDU\�SROLF\�ZDV�SULQFLSDOO\�FRQGXFWHG�E\�DIIHFWLQJ�WKH

YROXPH�RI�EDQN�OHQGLQJ�WKURXJK�UHJXODWLQJ�WKH�DFWLYLWLHV�RI�WKH�EDQNV��UDWLRQLQJ�OHQGLQJ�DQG

LPSRVLQJ�FUHGLW�FRQWUROV���6HW�RXW�EHORZ�DUH�VRPH�RI�WKH�PHWKRGV�HPSOR\HG�LQ�DFKLHYLQJ�WKH�PRQHWDU\

SROLF\�JRDOV�

� 4XDQWLWDWLYH�OLPLWV�RQ�EDQN�OHQGLQJ��WKH�JRYHUQPHQW�OLPLWHG�WKH�DEVROXWH

DPRXQW�RI�IXQGV�EDQNV�FRXOG�ORDQ��DQG�IRU�SDUWLFXODU�SXUSRVHV���)RU�H[DPSOH�

VDYLQJV�EDQNV�ZHUH�UHTXLUHG�WR�KROG�PRUH�JRYHUQPHQW�VHFXULWLHV�WKDQ�KRXVLQJ

DGYDQFHV�

� ,QWHUHVW�UDWH�FRQWUROV��FHLOLQJV�ZHUH�LPSRVHG�RQ�WKH�LQWHUHVW�UDWHV�EDQNV�FRXOG

DSSO\�WR�ERWK�ORDQV�DQG�GHSRVLWV���)RU�H[DPSOH��DW�WKH�WLPH�RI�WKH�RQVHW�RI�KLJK

OHYHOV�RI�LQIODWLRQ�LQ�WKH�HDUO\�����V��QRPLQDO�LQWHUHVW�UDWHV�RQ�VDYLQJV�EDQN

GHSRVLWV�ZHUH�FDSSHG�DW������SHU�FHQW��WKXV�PDNLQJ�UHDO�LQYHVWRU�UHWXUQV

VXEVWDQWLDOO\�QHJDWLYH�

� 0LQLPXP�OLTXLG�DVVHW�UDWLRV��EDQNV�ZHUH�UHTXLUHG�WR�KROG�D�PLQLPXP�DPRXQW

RI�WKHLU�DVVHWV�LQ�OLTXLG�IRUP��UHVHUYHV�DQG�JRYHUQPHQW�VHFXULWLHV��DQG�E\�YDU\LQJ

WKLV�UHTXLUHG�DPRXQW��WKH�JRYHUQPHQW�ZDV�DEOH�WR��LQGLUHFWO\��LQIOXHQFH�WKH

YROXPH�RI�IXQGV�WKH�EDQNLQJ�VHFWRU�FRXOG�RIIHU�WR�WKH�SULYDWH�VHFWRU�

� /LPLWHG�HQWU\�LQWR�RWKHU�PDUNHWV��WKH�WLJKW�UHVWULFWLRQV�RQ�WKH�DFWLYLWLHV�RI�WKH

EDQNLQJ�VHFWRU�LQ�$XVWUDOLD�PHDQW�WKDW�WKH�EDQNV�KDG�WR�VHHN�LQGLUHFW�ZD\V�WR

DFFHVV�RWKHU��JURZLQJ��GRPHVWLF�PDUNHWV���(YLGHQFLQJ�WKLV��E\�WKH�HQG�RI�WKH

����V�HDFK�RI�WKH�SULYDWH�WUDGLQJ�EDQNV�KDG�HVWDEOLVKHG�DQ�LQWHUHVW�LQ�D�ILQDQFH

FRPSDQ\��WKXV�JDLQLQJ�DFFHVV�WR�D�UDQJH�RI�DFWLYLWLHV�WKH\�FRXOG�QRW�XQGHUWDNH

GLUHFWO\�

� )RUHLJQ�H[FKDQJH�UDWHV��WKH�SHJJHG�DQG�FUDZOLQJ�SHJ�UDWHV�ZHUH�GHWHUPLQHG�E\

WKH�JRYHUQPHQW��EXW�FDPH�XQGHU�LQFUHDVLQJ�PDUNHW�LQGXFHG�SUHVVXUH�LQ�WKH�ODWH

����V�DQG�HDUO\�����V�

� )RUHLJQ�H[FKDQJH�FRQWUROV��QRW�RQO\�GLG�WKH�JRYHUQPHQW�FRQWURO�WKH�OHYHO�RI�WKH

H[FKDQJH�UDWH��LW�DOVR�DSSOLHG�UHVWULFWLRQV�RQ�ZKR�FRXOG�XQGHUWDNH�IRUHLJQ�H[FKDQJH

WUDQVDFWLRQV�DQG�WKH�DEVROXWH�VL]H�RI�WKRVH�WUDQVDFWLRQV�

$�� ,Q�WKH�����V��$XVWUDOLDQ�LQIODWLRQ�DYHUDJHG�DURXQG���SHU�FHQW��XQHPSOR\PHQW�XQGHU

��SHU�FHQW��DQG�HFRQRPLF�JURZWK�LQ�H[FHVV�RI���SHU�FHQW�SHU�\HDU�

$�� %\�WKH�HDUO\�����V�KRZHYHU��WKH�%UHWWRQ�:RRGV�V\VWHP�KDG�EURNHQ�GRZQ�

&RQWULEXWLQJ�WR�LWV�GHFOLQH��DQG�ZKLFK�VDZ�SDUDOOHOV�LQ�WKH�$XVWUDOLDQ�FDVH��ZDV�WKH

LQFUHDVLQJ�LQIOXHQFH�RI�LQWHUQDWLRQDO�FDSLWDO�IORZV�



��

$�� 7KH�FXOPLQDWLQJ�IDFWRU�LQ�WKH�EUHDNGRZQ�RI�%UHWWRQ�:RRGV�ZDV�SHUVLVWHQW�8QLWHG

6WDWHV�EDODQFH�RI�SD\PHQWV�GHILFLWV��ZKLFK�UHIOHFWHG�WKH�H[SDQVLRQDU\�HFRQRPLF�SROLFLHV

ZKLFK�WKH�86�KDG�XQGHUWDNHQ�IURP�WKH�PLG�����V��DW�OHDVW�LQ�SDUW�GXH�WR�WKH�QHHG�WR

ILQDQFH�WKH�9LHWQDP�:DU���,Q�$XJXVW�������WKH�86�VXVSHQGHG�WKH�FRQYHUWLELOLW\�RI�WKH��86

LQWR�JROG�DQG�RWKHU�FXUUHQFLHV��LPSRVHG�D����SHU�FHQW�VXUFKDUJH�RQ�LPSRUWV�DQG�WRRN�RWKHU

PHDVXUHV�DLPHG�DW�HOLPLQDWLQJ�LWV�EDODQFH�RI�SD\PHQWV�GHILFLW�DQG�UHGXFLQJ�WKH�VXSSO\�RI

GROODUV�RQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW���/DWHU�WKDW�\HDU��D�V\VWHP�RI�QHZ�H[FKDQJH�UDWH

SDULWLHV�ZHUH�VHW�XQGHU�WKH�6PLWKVRQLDQ�$JUHHPHQW�EXW�WKH�SHULRG�RI�IL[HG�H[FKDQJH�UDWHV

ZDV�QHDULQJ�DQ�HQG�

$�� ,Q������WKH�IL[HG��$��86�H[FKDQJH�UDWH�OLQN�ZDV�EURNHQ��WKH�ILUVW�VLJQLILFDQW�FKDQJH

VLQFH����������7KH�GLVFLSOLQH�H[HUWHG�E\�WKH�IL[HG�H[FKDQJH�UDWH�UHJLPH�TXLFNO\�GLVVLSDWHG�

$��� 8QGHU�WKH�SUHVVXUH�RI�FRQWLQXHG�LQVWDELOLW\�LQ�WKH��86�DQFKRU�IRU�WKH�H[FKDQJH�UDWH
PHFKDQLVP��ZKLFK�PHDQW�RQJRLQJ�XQFHUWDLQW\�DQG�LQVWDELOLW\�LQ�WKH�HFRQRPLHV�WLHG�WR�WKH

�86��WKH�V\VWHP�EHJDQ�WR�GLVLQWHJUDWH���&DSLWDO�IORZV�SOD\HG�D�UROH�DV�D�WUDQVPLWWHU�RI�WKH

EURDGHU�XQGHUO\LQJ�SUREOHPV�RI�WKH�%UHWWRQ�:RRGV�V\VWHP���,Q�������FRXQWULHV�LQ�WKH

(XURSHDQ�(FRQRPLF�&RPPXQLW\�DQQRXQFHG�D�IORDW�RI�WKHLU�FXUUHQFLHV�DJDLQVW�WKH��86�

DQG�WKH�%UHWWRQ�:RRGV�V\VWHP�RI�H[FKDQJH�UDWHV�HQGHG�

$��� 7KH�ILUVW�23(&�RLO�SULFH�VKRFN�RFFXUUHG�LQ�2FWREHU������DQG�FRQWULEXWHG�WR�D

FRPELQDWLRQ�RI�KLJK�LQIODWLRQ�DQG�KLJK�XQHPSOR\PHQW��RU�¶VWDJIODWLRQ·����:KLOH�EHLQJ�DQ

LPSRUWDQW�FRQWULEXWRU�WRZDUGV�WKH�SHDN�LQ�$XVWUDOLD·V�LQIODWLRQ�SHUIRUPDQFH�LQ�WKH�HDUO\

����V��WKH�ILUVW�RI�WKH�23(&�SULFH�LQFUHDVHV�IROORZHG�WKH�RQVHW�RI�GRXEOH�GLJLW�LQIODWLRQ�LQ

$XVWUDOLD�

$��� ,Q�$XVWUDOLD��WKH�LQFUHDVLQJ�LQIOXHQFH�RI�LQWHUQDWLRQDO�FDSLWDO�IORZV�UHIOHFWHG��LQ�SDUW�
WKH�LQFUHDVLQJ�DELOLW\�RI�ILQDQFLDO�PDUNHW�SDUWLFLSDQWV�WR�FLUFXPYHQW�WKH�GRPHVWLF�UHJXODWRU\

PHDVXUHV�UHVWULFWLQJ�WKH�PRELOLW\�RI�FDSLWDO���7KLV�LQFUHDVLQJ�PRELOLW\�RI�JOREDO�FDSLWDO

UHGXFHG�WKH�HIIHFWLYHQHVV�RI�GRPHVWLF�PDFURHFRQRPLF�SROLF\��LQ�SDUWLFXODU�PRQHWDU\�SROLF\�

$�UHDVVHVVPHQW�RI�WKH�HIIHFWLYHQHVV�RI�UHJXODWLRQV�DQG�FRQWUROV�LQ�VXSSRUWLQJ

PDFURHFRQRPLF�SROLF\�FRPSDUHG�ZLWK�D�PRUH�PDUNHW�RULHQWHG�DSSURDFK�FRQWULEXWHG�WR�WKH

PRYHV�WRZDUGV�GHUHJXODWLRQ�RI�GRPHVWLF�ILQDQFLDO�V\VWHPV�EHJLQQLQJ�LQ�WKH�ODWH�����V���,Q

WXUQ��WKLV�GHUHJXODWLRQ�IXUWKHU�IDFLOLWDWHG�WKH�JURZWK�LQ�WKH�VL]H�DQG�LQIOXHQFH�RI�JOREDO

FDSLWDO�

$��� $�NH\�IHDWXUH�RI�PDFURHFRQRPLF�SROLF\�LQ�$XVWUDOLD�LQ�WKH�\HDUV�IROORZLQJ�WKH

EUHDNGRZQ�RI�%UHWWRQ�:RRGV�ZDV�D�ODFN�RI�DQ\�FOHDU�DQG�FRQVLVWHQW�JXLGLQJ�IUDPHZRUN�RI

SULQFLSOHV�IRU�SROLF\�

$��� )URP������XQWLO�������$XVWUDOLD�RSHUDWHG�ZLWKRXW�DQ\�HQXQFLDWHG�JXLGLQJ�SULQFLSOH

IRU�PRQHWDU\�SROLF\��ZLWK�XQFRQVWUDLQHG�GLVFUHWLRQ�JXLGLQJ�WKH�FRQGXFW�RI�GRPHVWLF

PRQHWDU\�SROLF\���0DFIDUODQH��������QRWHV�WKDW�XQFRQVWUDLQHG�GLVFUHWLRQ�LV�DQ�DSSURDFK

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

�� 7KH��$�KDG�EHHQ�IL[HG�DJDLQVW�WKH�SRXQG�VWHUOLQJ�DQG�WKXV�LQGLUHFWO\�WKH��86��EXW�LQ������WKH��$�ZDV�IL[HG�GLUHFWO\
DJDLQVW�WKH��86�XQWLO��������)URP������WR������WKH�FXUUHQF\�ZDV�IL[HG�DJDLQVW�D�WUDGH�ZHLJKWHG�EDVNHW�DQG�IURP
�����WR������ZDV�VHW�RQ�DQ�DGMXVWDEOH�SHJ�WR�WKH�WUDGH�ZHLJKWHG�EDVNHW�



��

ZKHUHE\��¶WKH�DXWKRULWLHV�DGMXVW�SROLF\�E\�UHIHUHQFH�WR�D�UDQJH�RI�LQGLFDWRUV��QRQH�RI�ZKLFK

KDV�DQ\�VSHFLDO�VWDQGLQJ���$�FULWLFLVP�RI�GLVFUHWLRQ�LV�WKDW�WKH�SXEOLF�GRHV�QRW�NQRZ�ZKDW

WKH�PRQHWDU\�SROLF\�IUDPHZRUN�LV��DQG�WKHUHIRUH��KDV�WURXEOH�WHOOLQJ�ZKHWKHU�WKH�DXWKRULWLHV

DUH�DFWLQJ�LQ�DFFRUG�ZLWK�SULQFLSOHV�RU�H[SHGLHQFH·�

$��� ,Q�DGGLWLRQ�WR�WKH�ODFN�RI�FOHDU�JXLGLQJ�SULQFLSOHV��WKH�RSHUDWLRQ�RI�PRQHWDU\�SROLF\

IROORZLQJ������ZDV�OHVV�WKDQ�IXOO\�HIIHFWLYH���&KDQJHV�LQ�LQWHUHVW�UDWHV��WKURXJK�RSHQ�PDUNHW

RSHUDWLRQV��KDG�FRPH�EULHIO\�LQWR�IDYRXU�DV�WKH�PDLQ�PRQHWDU\�SROLF\�WRRO�LQ�WKH�HDUO\

����V���7KLV�ZDV�LQ�UHVSRQVH�WR�D�GHFOLQH�LQ�WKH�HIIHFWLYHQHVV�RI�WKH�V\VWHP�RI�GLUHFW

FRQWUROV�RQ�EDQN�OHQGLQJ�DV�EDQNV�ORVW�PDUNHW�VKDUH�WKURXJK�WKH�����V���7KH�
H[SHULPHQW


HQGHG�LQ������ZLWK�WKH�UHVWRUDWLRQ�RI�FUHGLW�FHLOLQJV�GXH�WR�WKH�LQHIIHFWLYHQHVV�RI�D

PDUNHW�EDVHG�PRQHWDU\�SROLF\�PHFKDQLVP�RSHUDWLQJ�LQ�PDUNHWV�WKDW�ZHUH�QRW�IXOO\

FRPSHWLWLYH���7KH�IROORZLQJ�WZR�IDFWRUV�ZHUH�LPSRUWDQW�

� *URZLQJ�$XVWUDOLDQ�LQWHJUDWLRQ�ZLWK�WKH�LQWHUQDWLRQDO�HFRQRP\�PHDQW�LQFUHDVLQJ

H[SRVXUH�WR�LQWHUHVW�VHQVLWLYH��DQG�VKRUW�WHUP��FDSLWDO�IORZV���7KH�TXDVL�IL[HG

DSSURDFK�WR�WKH�H[FKDQJH�UDWH�PHDQW�WKDW��ZHOO�IRXQGHG�RU�QRW��H[SHFWDWLRQV�RI�D

FKDQJH�LQ�WKH�H[FKDQJH�UDWH�ZRXOG�FDXVH�VLJQLILFDQW�FDSLWDO�IORZV�DQG�SXW�SUHVVXUH�RQ

WKH�H[FKDQJH�UDWH�

� ,Q�DGGLWLRQ��WKH�IL[HG�DVSHFW�RI�WKH�FUDZOLQJ�SHJ�PHDQW�WKDW�ZKHQ�PRQHWDU\�SROLF\

ZDV�WLJKWHQHG��ULVLQJ�LQWHUHVW�UDWHV�DWWUDFWHG�FDSLWDO�LQIORZ�LQFUHDVLQJ�GRPHVWLF

OLTXLGLW\�DQG�SUHYHQWLQJ�DGHTXDWH�ULVHV�LQ�UDWHV�WR�DFKLHYH�WKH�DXWKRULWLHV
�SROLF\

REMHFWLYHV�

- 7KH�WLJKWHQLQJ�RI�PRQHWDU\�SROLF\�LQ������LQ�UHVSRQVH�WR�D�ULVH�LQ�GRPHVWLF

OLTXLGLW\�GXH�WR�DQ�LPSURYHPHQW�LQ�WKH�WHUPV�RI�WUDGH�ZDV�LQHIIHFWLYH���%DQN

OHQGLQJ�URVH�E\����SHU�FHQW�LQ���������

$��� 7KLV�SHULRG�RI�PRQHWDU\�GLVFUHWLRQ�FRLQFLGHG�ZLWK�D�SHULRG�RI�DFFHOHUDWLQJ�LQIODWLRQ�

$V�PRQHWDU\�SROLF\�WLJKWHQHG�LQ�UHVSRQVH�����GD\�EDQN�ELOO�UDWHV�URVH�IURP������SHU�FHQW�WR

������SHU�FHQW�LQ�WKH�ILUVW���PRQWKV�RI��������2YHU�WKH���������ILQDQFLDO�\HDU�

XQHPSOR\PHQW�URVH�IURP���WR���SHU�FHQW�DQG�LQIODWLRQ�SHDNHG�DW������SHU�FHQW�

7KH�HPHUJHQFH�RI�VWUXFWXUDO�PDFURHFRQRPLF
SUREOHPV�LQ�WKH�����V

$��� 7KH�GLIILFXOWLHV�IRU�PRQHWDU\�SROLF\�LQ�DGGUHVVLQJ�LQIODWLRQ�LQ�WKLV�SHULRG�ZHUH

H[DFHUEDWHG�E\�WKH�FRQGXFW�RI�RWKHU�DUPV�RI�SROLF\���7KHUH�ZDV�D�PDUNHG�HDVLQJ�RI�ILVFDO

SROLF\��ZLWK�WKH�XQGHUO\LQJ�EXGJHW�EDODQFH�PRYLQJ�IURP�D�VXUSOXV�RI�����SHU�FHQW�RI�*'3

LQ���������WR�D�GHILFLW�RI�����SHU�FHQW�RI�*'3�LQ�����������7KHUH�ZDV�DOVR�D�YHU\�ODUJH

LQFUHDVH�LQ�UHDO�ZDJHV�LQ���������

$��� 7KHVH�GHYHORSPHQWV�LQ�WKH�ILUVW�KDOI�RI�WKH�����V�FRQWULEXWHG�WR�WKH�HPHUJHQFH�RI

WKH�NH\�VWUXFWXUDO�PDFURHFRQRPLF�LPEDODQFHV�WKDW�KDYH�SODJXHG�WKH�$XVWUDOLDQ�HFRQRP\

RYHU�WKH�SHULRG�VLQFH�WKHQ���7KH�VKLIW�LQ�WKH�VWDQFH�RI�ILVFDO�SROLF\��IURP�VLJQLILFDQW



��

XQGHUO\LQJ�VXUSOXVHV�LQ�WKH�����V�DQG�HDUO\�����V�WR�JHQHUDOO\�UXQQLQJ�GHILFLWV�DIWHU

���������ZDV�D�NH\�IDFWRU�LQ�WKH�VWUXFWXUDO�GHWHULRUDWLRQ�LQ�WKH�FXUUHQW�DFFRXQW�GHILFLW�WKDW

KDV�EHHQ�DVVRFLDWHG�ZLWK�WKH�GHFOLQH�LQ�WKH��$�VLQFH���������

$��� 7KH�ODUJH�LQFUHDVH�LQ�UHDO�XQLW�ODERXU�FRVWV��LQ�DVVRFLDWLRQ�ZLWK�RWKHU�IDFWRUV�WKDW
RFFXUUHG�GXULQJ�WKLV�SHULRG��VXFK�DV�WKH�WZR�RLO�VKRFNV��WKH�VORZGRZQ�LQ�SURGXFWLYLW\

JURZWK��LQFUHDVLQJ�ZHOIDUH�SD\PHQWV��DQG�WKH�ORVV�RI�PRQHWDU\�SROLF\�FUHGLELOLW\�
FRQWULEXWHG�WR�DQ�LQFUHDVH�LQ�$XVWUDOLD·V�VWUXFWXUDO�XQHPSOR\PHQW�UDWH��RU�1$,58����7KH

UHVXOW�ZDV�ERWK�D�PDUNHG�LQFUHDVH�LQ�LQIODWLRQ��DQG�DQ�LQFUHDVH�LQ�WKH�UDWH�RI�XQHPSOR\PHQW

EHORZ�ZKLFK�LQIODWLRQ�WHQGHG�WR�LQFUHDVH�

$��� 7KHVH�VWUXFWXUDO�PDFURHFRQRPLF�LPEDODQFHV��DQG�WKH�GLIILFXOWLHV�WKDW�JRYHUQPHQWV

KDG�LQ�DSSURSULDWHO\�DGGUHVVLQJ�WKHP��XQGHUSLQQHG�$XVWUDOLD·V�UHODWLYHO\�SRRU�HFRQRPLF

SHUIRUPDQFH�RYHU�PRVW�RI�WKH�����V�DQG�����V���:KLOH�WKLV�FRUUHVSRQGHG�WR�D�SHULRG�RI

LQFUHDVLQJ�JOREDOLVDWLRQ��LW�LV�LPSRUWDQW�WR�UHFRJQLVH�WKDW�JOREDOLVDWLRQ�GLG�QRW�FDXVH�WKHVH

SUREOHPV���7KH�IXQGDPHQWDO�FDXVH�ZDV�LQDSSURSULDWH�SROLF\�

(DUO\�VWDJHV�RI�ILQDQFLDO�PDUNHW�GHUHJXODWLRQ

$��� ,Q�OLJKW�RI�WKH�SRRU�HFRQRPLF�RXWFRPHV�LQ�WKH�HDUO\�����V��PDFURHFRQRPLF�SROLF\

JOREDOO\�ZDV�VXEMHFW�WR�VWURQJ�FULWLFLVP���,Q�$XVWUDOLD��D�SURFHVV�RI�UHDVVHVVPHQW�RI�WKH

HFRQRPLF�SROLF\�IUDPHZRUN�WRRN�SODFH��LQ�SDUWLFXODU�UHODWLQJ�WR�WKH�UROH��RSHUDWLRQ�DQG

HIIHFWLYHQHVV�RI�PRQHWDU\�SROLF\�

$��� 0DFIDUODQH��������RXWOLQHV�D�QXPEHU�RI�DVSHFWV�RI�WKLV�UHDVVHVVPHQW���2QH�ZDV�DQ

DSSUDLVDO�RI�WKH�¶XQGHUO\LQJ�¶HQJLQHHULQJ·�RI�WKH�PRQHWDU\�V\VWHP·���7KH�VHFRQG�ZDV�D

UHDVVHVVPHQW�RI�WKH�XQGHUO\LQJ�SULQFLSOHV�RI�SROLF\�

$��� 2Q�WKH�ILUVW�LVVXH��WKH�UHDVVHVVPHQW�LGHQWLILHG�VLJQLILFDQW�GHILFLHQFLHV�LQ�WKH�VWUXFWXUH

RI�WKH�ILQDQFLDO�V\VWHP�ZKLFK�PHDQW�WKDW�EDQN�UHJXODWLRQ�ZDV��DV�GXULQJ�WKH�����V��QRW

DFKLHYLQJ�LWV�SXEOLF�SROLF\�REMHFWLYHV��ZDV�FUHDWLQJ�VHULRXV�GLVWRUWLRQV�DQG�LQHIILFLHQFLHV�

DQG�ZDV�KLQGHULQJ�WKH�LPSOHPHQWDWLRQ�RI�PRQHWDU\�SROLF\�

$��� 9DULRXV�GHYHORSPHQWV�KDG�ZHDNHQHG�WKH�DXWKRULWLHV·�DELOLW\�WR�RSHUDWH�HIIHFWLYH

PRQHWDU\�SROLF\�

$��� 2QH�RI�WKH�NH\�IDFWRUV�ZDV�WKH�JURZWK�LQ�WKH�ILQDQFLQJ�FDSDFLW\�RI�WKH�QRQ�EDQN

ILQDQFLDO�VHFWRU��7KLV�VHFWRU�ZDV�QRW�VXEMHFW�WR�WKH�FRQWUROV�RXWOLQHG�LQ�%R[�$��WKDW

JRYHUQHG�WKH�EDQNV·�OHQGLQJ�FDSDFLW\�IRU�PXFK�RI�WKH�SHULRG�VLQFH�:RUOG�:DU�,,���7KXV�

HYHQ�LI�D�SROLF\�WLJKWHQLQJ�ZHUH�DEOH�WR�UHGXFH�WKH�JURZWK�RI�EDQN�GHSRVLWV�DQG�WKXV

OHQGLQJ��ILQDQFH�FRXOG�EH�SURYLGHG�E\�WKH�QRQ�EDQN�VHFWRU�OHDGLQJ�WR�D�UHGXFHG�LPSDFW�RQ

PRQHWDU\�JURZWK�



��

$��� ,QQRYDWLRQ�LQ�OHQGLQJ�LQVWUXPHQWV�IXUWKHU�HURGHG�WKH�FRYHUDJH�RI�WKH�H[LVWLQJ�V\VWHP

RI�FRQWUROV���

$��� 7KH�GHYHORSPHQW�RI�LQWHUQDWLRQDO�OLQNV�LV�FOHDUO\�UHODWHG�WR�WKHVH�FRQVLGHUDWLRQV�

/LQNV�KDG�EHHQ�VWUHQJWKHQHG�DV�D�UHVXOW�RI�IRUHLJQ�EDQN�ILQDQFLQJ�RI�GHYHORSPHQWV�LQ

$XVWUDOLD·V�UHVRXUFHV�VHFWRU�LQ�WKH�����V�DQG�����V���

� 'RPHVWLF�EDQNV�ZHUH�H[WHQGLQJ�WKHLU�LQWHUHVWV�LQ�LQWHUQDWLRQDO�PDUNHWV�DQG

LQWHUQDWLRQDO�EDQNV�ZHUH�HVWDEOLVKLQJ�PHUFKDQW�EDQNV��WKH\�ZHUH�QRW�SHUPLWWHG�WR

RSHQ�D�EUDQFK�QHWZRUN�DQG�RIIHU�UHWDLOLQJ�VHUYLFHV��LQ�$XVWUDOLD���7KHVH�PHUFKDQW

EDQNV�EHFDPH�LPSRUWDQW�LQ�ZKROHVDOH�PDUNHWV��IRUHLJQ�ILQDQFLQJ�DQG�IRUHLJQ

H[FKDQJH�UHODWHG�DFWLYLWLHV���,QFUHDVLQJO\��$XVWUDOLDQ�ILQDQFLDO�LQVWLWXWLRQV�DQG

EXVLQHVVHV�FDPH�WR�UHO\�RQ�DFFHVV�WR�IRUHLJQ�IXQGV�DV�D�VWDQGDUG�SDUW�RI�WKHLU�ILQDQFLDO

DUUDQJHPHQWV��IXUWKHU�HURGLQJ�WKH�HIIHFWLYHQHVV�RI�H[FKDQJH�FRQWUROV�ZLWK�UHODWLRQ�WR

WKH�PRQH\�VXSSO\�

$��� 7KH�VHFRQG�IDFWRU�ZDV�WKH�DSSURDFK�WR�WKH�H[FKDQJH�UDWH�DQG�WKH�ULVLQJ�LQIOXHQFH�RI
LQWHUQDWLRQDO�FDSLWDO�IORZV�LQ�UHGXFLQJ�WKH�HIIHFWLYHQHVV�RI�PRQHWDU\�SROLF\�

$��� 7KH�FUDZOLQJ�SHJ��DQG�HDUOLHU�IL[HG�UDWH��DSSURDFK�WR�WKH�H[FKDQJH�UDWH�FRQWULEXWHG
WR�XQLQWHQGHG�PRQHWDU\�LQMHFWLRQV�LQWR�WKH�ILQDQFLDO�V\VWHP���(DFK�GD\�WKH�5HVHUYH�%DQN

KDG�WR�FOHDU�WKH�IRUHLJQ�H[FKDQJH�PDUNHW���,I��IRU�H[DPSOH��SULYDWH�SXUFKDVHV�RI��$�ZHUH

JUHDWHU�WKDQ�VDOHV�WKHQ�WKH�5%$�ZRXOG�KDYH�WR�VHOO��$�WR�PDNH�XS�WKH�EDODQFH���7KHVH�VDOHV

ZRXOG�UHSUHVHQW�DQ�LQFUHDVH�LQ�WKH�$XVWUDOLDQ�PRQH\�VXSSO\���,Q�D�VLWXDWLRQ�ZKHUH�PRQHWDU\

SROLF\�ZDV�EHLQJ�WLJKWHQHG�WR�VORZ�PRQHWDU\�JURZWK��WKH�DVVRFLDWHG�LQFUHDVH�LQ�LQWHUHVW

UDWHV�UHODWLYH�WR�RWKHU�HFRQRPLHV�ZRXOG�DWWUDFW�EX\HUV�RI��$�DQG�WKXV�LQFUHDVHG�VDOHV�RI��$

E\�WKH�5%$���7KLV�SURGXFHG�DQ�RIIVHWWLQJ�LQFUHDVH�LQ�WKH�PRQH\�VXSSO\��XQGHUPLQLQJ�WKH

REMHFWLYHV�RI�WKH�SROLF\�WLJKWHQLQJ�

$��� $�WKLUG�IDFWRU�ZDV�WKH�LPSDFW�RI�WKH�ILQDQFLQJ�RI�EXGJHW�GHILFLWV�E\�*RYHUQPHQW

ERUURZLQJ�IURP�WKH�5%$�UDWKHU�WKDQ�IXOO\�ILQDQFLQJ�WKH�GHILFLW�E\�ERUURZLQJ�IURP�WKH

SXEOLF���%RUURZLQJ�IURP�WKH�5%$�FDXVHG�DQ�RIWHQ�XQLQWHQWLRQDO�PRQHWDU\�LQMHFWLRQ�WKDW

PD\�RQ�RFFDVLRQ�KDYH�FRQIOLFWHG�ZLWK�WKH�REMHFWLYHV�RI�PRQHWDU\�SROLF\�

$��� ,Q�������WKH�&DPSEHOO�&RPPLWWHH�ZDV�HVWDEOLVKHG�WR�FRQVLGHU�WKH�¶VWUXFWXUH�DQG

PHWKRGV�RI�RSHUDWLRQ�RI�WKH�$XVWUDOLDQ�ILQDQFLDO�V\VWHP·���,Q�LWV�ILQDO������UHSRUW����WKH

&DPSEHOO�&RPPLWWHH�PDGH�VRPH�����UHFRPPHQGDWLRQV�FRYHULQJ�

� FKDQJHV�DIIHFWLQJ�WKH�PHFKDQLVPV�RI�PDFURHFRQRPLF�PDQDJHPHQW�LQFOXGLQJ�IRUHLJQ

H[FKDQJH�FRQWUROV�DQG�WKH�LPSOHPHQWDWLRQ�RI�PRQHWDU\�SROLF\�

� DEROLWLRQ�RI�GLUHFW�FRQWUROV�RQ�LQWHUHVW�UDWHV�DQG�SRUWIROLR�FRPSRVLWLRQV�

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

�� 6HH�GLVFXVVLRQ�LQ�$XVWUDOLDQ�)LQDQFLDO�6\VWHP�,QTXLU\��������
�� 6HH�)LQDQFLDO�6\VWHP�,QTXLU\��������
�� 6HH�$XVWUDOLDQ�)LQDQFLDO�6\VWHP�,QTXLU\��������
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� VWUHQJWKHQLQJ�RI�UHJXODWLRQV�DLPHG�DW�SUHVHUYLQJ�ILQDQFLDO�V\VWHP�VWDELOLW\��DQG

� UHPRYDO�RI�EDUULHUV�WR�HQWU\�WR�WKH�ILQDQFLDO�V\VWHP�

$��� 7KH�JUHDW�PDMRULW\�RI�WKH�&RPPLWWHH·V�UHFRPPHQGDWLRQV�ZHUH�LPSOHPHQWHG��WKRXJK

VRPH�QRW�XQWLO�WKH�ODWH�����V�DQG�HDUO\�����V��QRWDEO\�UHODWLQJ�WR�VWULFWHU�SUXGHQWLDO

UHJXODWLRQ�����5HFRPPHQGDWLRQV�UHODWLQJ�WR�PDFURHFRQRPLF�PDQDJHPHQW��GLUHFW�LQWHUHVW

UDWH�FRQWUROV�DQG�WKH�HDVLQJ�RI�EDQN�HQWU\�UHVWULFWLRQV�ZHUH�LPSOHPHQWHG�ILUVW��EXLOGLQJ�RQ�D

QXPEHU�RI�FKDQJHV�ZKLFK�KDG�EHHQ�LPSOHPHQWHG�SULRU�WR�WKH�UHSRUW·V�UHOHDVH���

$��� ,Q�HDUO\������LQWHQVH�VSHFXODWLRQ��ERWK�DERXW�WKH�RXWFRPH�RI�WKH�IRUWKFRPLQJ

)HGHUDO�HOHFWLRQ�DQG�WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH�OHG�WR�KHDY\�FDSLWDO�RXWIORZ�DQG�D

VXEVHTXHQW�GHYDOXDWLRQ�RI�WKH�H[FKDQJH�UDWH���/DWHU�WKDW�\HDU��WKH�VLWXDWLRQ�ZDV�UHYHUVHG

ZLWK�KHDY\�FDSLWDO�LQIORZ�RFFXUULQJ��ODUJHO\�LQ�DQWLFLSDWLRQ�RI�D�VXEVWDQWLDO�DSSUHFLDWLRQ�RI

WKH�FUDZOLQJ�SHJ�

$��� 3UHYDLOLQJ�FRQWUROV�ZHUH�QRW�DQ�HIIHFWLYH�EDUULHU�WR�VKRUW�WHUP�IORZV�JLYHQ�VWURQJ

H[SHFWDWLRQV�WKDW�WKH�H[FKDQJH�UDWH�ZRXOG�EH�DGMXVWHG���,Q�OLJKW�RI�WKH�ILQGLQJV�RI�WKH

&DPSEHOO�&RPPLWWHH�DQG�WKH�H[SHULHQFH�RI�WKH�SUHYLRXV�GHFDGH��WKH�JRYHUQPHQW�PRYHG�WR

D�IORDWLQJ�H[FKDQJH�UDWH�V\VWHP�LQ�'HFHPEHU������

$��� 6XPPLQJ�XS��WKH�FROODSVH�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�RI�IL[HG�H[FKDQJH�UDWHV�DQG

D�VXEVHTXHQW�UHDVVHVVPHQW�RI�WKH�UROH�RI�WKH�ILQDQFLDO�PDUNHWV�LQ�WKH�HFRQRP\��SUHFLSLWDWHG

WZR�FKDQJHV�ZKLFK�VLJQLILFDQWO\�FKDQJHG�WKH�IUDPHZRUN�LQ�ZKLFK�ERWK�WKH�HFRQRP\�LQ

JHQHUDO�DQG�PDFURHFRQRPLF�SROLF\��LQ�SDUWLFXODU��RSHUDWHG�

� GHUHJXODWHG�ILQDQFLDO�PDUNHWV�PHDQW�WKDW�FDSLWDO�ZDV�DOORFDWHG�WKURXJK�WKH�SULFH

PHFKDQLVP�UDWKHU�WKDQ�WKURXJK�D�V\VWHP�RI�FRQWUROV�DQG�UHJXODWLRQ�DIIHFWLQJ�OHQGLQJ

LQ�WKH�HFRQRP\��DQG

� WKH�IORDWLQJ�RI�WKH��$��FRPELQHG�ZLWK�LQFUHDVLQJ�JOREDO�FDSLWDO�PRELOLW\��PHDQW�WKDW

PRQHWDU\�SROLF\�ZDV�IUHHG�IURP�LWV�IRFXV�RQ�PDLQWDLQLQJ�D�IL[HG�H[FKDQJH�UDWH�

5DWLRQLQJ�FUHGLW�WKURXJK�SULFH

$��� 3ULRU�WR�WKH�PLG�����V��WKH�SRRO�RI�GRPHVWLF�FUHGLW�ZDV�UDWLRQHG�E\�TXDQWLW\

FRQVWUDLQWV���0RVW�SULFHV�ZHUH�UHJXODWHG���&DSLWDO�DQG�H[FKDQJH�FRQWUROV�JRYHUQHG�WKH

PRYHPHQW�LQ�FDSLWDO�EHWZHHQ�$XVWUDOLD�DQG�RWKHU�HFRQRPLHV���

$��� 2QH�RI�WKH�SULPDU\�FRQFHUQV�DERXW�WKLV�UDWLRQLQJ�PHFKDQLVP�ZDV�WKDW�FUHGLW�WHQGHG

WR�EH�GLUHFWHG�LQ�D�FRQVHUYDWLYH�PDQQHU�WR�ORZHU�ULVN�ORZHU�UHWXUQ�LQYHVWPHQWV�DQG

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

�� 6HH�*UHQYLOOH��������IRU�D�IXUWKHU�GLVFXVVLRQ�RI�WKH�SURFHVV�RI�GHUHJXODWLRQ�
�� 7KHVH�LQFOXGHG�HDVLQJ�RI�VXUYHLOODQFH�RI�FDSLWDO�IORZV��UHPRYDO�RI�LQWHUHVW�UDWH�FHLOLQJV�RQ�VDYLQJV�DQG�WUDGLQJ�EDQN

GHSRVLWV�DQG�HDVLQJ�RI�PDWXULW\�FRQWUROV�RQ�FHUWLILFDWHV�RI�GHSRVLWV�
�� 6HH�WKH�&DPSEHOO�&RPPLWWHH�5HSRUW�IRU�D�GLVFXVVLRQ�RI�WKH�IUDPHZRUN�RI�FDSLWDO�FRQWUROV�DIIHFWLQJ�WKH�$XVWUDOLDQ

HFRQRP\�
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ZHOO�HVWDEOLVKHG�DQG�KLJKO\�FROODWHUDOLVHG�ERUURZHUV���7KLV�PD\�KDYH�UHGXFHG�RYHUDOO

LQYHVWPHQW�UHWXUQV�LQ�WKH�HFRQRP\�EXW�DOVR�OLNHO\�UHGXFHG�WKH�DYDLODELOLW\�RI�ILQDQFH�IRU

PRUH�ULVN\��DQG�LQQRYDWLYH��KLJK�UHWXUQ�LQYHVWPHQWV�EHFDXVH�WKH�UHWXUQ�WR�OHQGHUV�XQGHU�D

SULFH�UHJXODWHG�UHJLPH�FRXOG�QRW�FRPSHQVDWH�IRU�WKH�ULVN�DVVRFLDWHG�ZLWK�VXFK�SURMHFWV�

$��� :LWK�WKH�UHPRYDO�RI�FDSLWDO�DQG�EDQNLQJ�FRQWUROV�DQG�FHUWDLQ�FRQWUROV�RQ�IRUHLJQ

LQYHVWPHQW��WKH�VXSSO\�RI�FDSLWDO�DYDLODEOH�WR�$XVWUDOLDQ�ERUURZHUV�ZDV�HQKDQFHG�E\�DFFHVV

WR�JOREDO�VRXUFHV���'RPHVWLF�EDQN�ILQDQFH�SULFLQJ�FRXOG�EH�OLQNHG�PRUH�FORVHO\�WR

XQGHUO\LQJ�GRPHVWLF�EDQN�OHQGHU�FRVWV�DQG�LWV�DYDLODELOLW\�WR�WKH�ULVN�RI�WKH�SURMHFW�RU

LQYHVWPHQW�LW�ZDV�ILQDQFLQJ��UHVXOWLQJ�LQ�DQ�LPSURYHPHQW�LQ�WKH�DOORFDWLRQ�RI�LQYHVWPHQW

IXQGV�DQG�UHWXUQV�WR�LQYHVWPHQW�

$��� ,QFUHDVLQJ�RSSRUWXQLWLHV�IRU�IRUHLJQ�LQYHVWRUV�LQ�$XVWUDOLD�DQG�IRU�$XVWUDOLDQV
ERUURZLQJ�IURP�DQG�LQYHVWLQJ�DEURDG�RIIHUHG�RSSRUWXQLWLHV�WR�LQFUHDVH�SURGXFWLYLW\�DQG

HIILFLHQF\�

� 1HZ�HQWHUSULVHV��EXLOGLQJV�DQG�IDFWRULHV�PD\�FRQWULEXWH�WR�DQ�LQFUHDVH�LQ�ERWK�WKH

VL]H�DQG�TXDOLW\�RI�$XVWUDOLD·V�FDSLWDO�VWRFN�WKURXJK�LPSRUWHG�WHFKQRORJ\�DQG

PDQDJHULDO�RU�RSHUDWLRQDO�H[SHUWLVH���6XFK�IRUHLJQ�LQYHVWPHQW�FDQ�KHOS�WR�OLIW

HPSOR\PHQW�DQG�LV�PRUH�OLNHO\�WR�EH�ORQJ�WHUP�DQG�VWDEOH�

� 7DNHRYHUV�RI�$XVWUDOLDQ�ILUPV�FDQ��JLYHQ�WKH�ULJKW�HFRQRPLF�IUDPHZRUN��LQFUHDVH�WKH

SURGXFWLYLW\�RI�H[LVWLQJ�GRPHVWLF�HQWHUSULVHV�WKURXJK�WKH�WUDQVIHU�RI�RSHUDWLRQDO�DQG

PDQDJHPHQW�WHFKQLTXHV�DQG�QHZ�WHFKQRORJLHV�

� 'RPHVWLF�LQYHVWRUV�LQYHVWLQJ�RYHUVHDV�FRXOG�WDNH�DGYDQWDJH�RI�WKH�EHQHILWV

DVVRFLDWHG�ZLWK�LQWHUQDWLRQDO�SRUWIROLR�GLYHUVLILFDWLRQ���

$��� ,Q�DGGLWLRQ��LQFUHDVHG�DFFHVV�WR�ILQDQFH�RIIHUHG�WKH�SRWHQWLDO�WR�OLIW�LQWHU�WHPSRUDO

ZHOIDUH�WKURXJK�WKH�LQFUHDVHG�DYDLODELOLW\�RI�ILQDQFH�DOORZLQJ�FRQVXPHUV��IRU�H[DPSOH��WR

DOORFDWH�VDYLQJ�DQG�FRQVXPSWLRQ�SDWWHUQV�WKURXJK�WKHLU�OLIHWLPHV�PRUH�FORVHO\�LQ�OLQH�ZLWK

WKHLU�SUHIHUHQFHV���7KH\�FRXOG�GR�WKLV�E\�ERUURZLQJ�UDWKHU�WKDQ�EHLQJ�FRQVWUDLQHG�E\�WKHLU

FXUUHQW�LQFRPH�IORZV�

$��� 7KH�LQFUHDVHG�DELOLW\�RI�FRQVXPHUV�DQG�LQYHVWRUV�WR�ERUURZ�DQG�WKH�LPSURYHPHQW�RI

DOORFDWLYH�HIILFLHQF\�DFURVV�WKH�HFRQRP\��DUH�OLNHO\�WR�KDYH�ORQJ�WHUP�ZHOIDUH�HQKDQFLQJ

LPSDFWV���$W�WKH�VDPH�WLPH�WKH�LQFUHDVHG�DYDLODELOLW\�RI�FDSLWDO�WKURXJK�OHQGLQJ��FDQ�KDYH�D

SURIRXQG�LPSDFW�RQ�WKH�RSHUDWLRQ�RI�WKH�GRPHVWLF�HFRQRP\��ERWK�LQ�D�VKRUW�WHUP�DQG

ORQJ�WHUP�VHQVH���7KLV�SRWHQWLDO�LPSDFW�ZDV�LOOXVWUDWHG�LQ�WKH�DVVHW�SULFH�ERRP�RI�WKH�ODWH

����V�DQG�FRQVHTXHQW�FKDQJHV�LQ�WKH�HFRQRPLF�SROLF\�IUDPHZRUN�

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

�� 6HH�2EVWIHOG��������IRU�D�UHYLHZ�RI�WKH�OLWHUDWXUH�RQ�WKH�H[WHQW�RI�SRWHQWLDO�JDLQV�IURP�LQWHUQDWLRQDO�SRUWIROLR
GLYHUVLILFDWLRQ���7KH�HYLGHQFH�VXJJHVWV�WKH�H[LVWHQFH�RI�VLJQLILFDQW�¶KRPH�FRXQWU\·�ELDV�LQ�LQYHVWRUV·�DVVHW�DOORFDWLRQ�
EXW�D�ZLGH�UDQJH�RI�HVWLPDWHV�RI�WKH�JDLQV�IURP�GLYHUVLILFDWLRQ���0RUH�UHFHQWO\��7HVDU�DQG�:HUQHU��������VXJJHVW
WKDW�LQ�VHFXULWLHV�PDUNHWV�WKH�¶KRPH�FRXQWU\·�HIIHFW�KDV�GHFOLQHG�EXW�UHPDLQV�SHUVLVWHQW�
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$GHTXDF\�RI�WKH�SROLF\�IUDPHZRUN�
WKH�����V�DVVHW�SULFH�ERRP

$��� )LQDQFLDO�PDUNHW�GHUHJXODWLRQ�FRQWULEXWHG�WR�D�ODUJH�H[SDQVLRQ�LQ�FUHGLW�LQ�$XVWUDOLD

LQ�WKH�VHFRQG�KDOI�RI�WKH�����V���7KH�HVWDEOLVKHG�EDQNV�ZHUH�QRZ�DEOH�WR�UHVSRQG�WR�WKH

FRPSHWLWLRQ�IURP�H[LVWLQJ�QRQ�EDQN�ILQDQFLDO�LQWHUPHGLDULHV�DQG�QHZ�IRUHLJQ�EDQNV��ZKLFK

ZHUH�DWWHPSWLQJ�WR�HVWDEOLVK�WKHLU�SUHVHQFH�LQ�WKH�PDUNHW���,QFUHDVHG�LQGLUHFW�DFFHVV�WR

RYHUVHDV�ILQDQFH�IXUWKHU�LQFUHDVHG�WKH�IXQGLQJ�DYDLODEOH�WR�$XVWUDOLDQ�FRQVXPHUV�DQG

LQYHVWRUV�

$��� ,Q�DWWHPSWLQJ�WR�LQFUHDVH�RU�PDLQWDLQ�PDUNHW�VKDUH�LQ�WKH�IDFH�RI�WKH�LQFUHDVLQJ

FRPSHWLWLRQ�HQJHQGHUHG�E\�GHUHJXODWLRQ��ILQDQFLDO�LQVWLWXWLRQV�EHJDQ�WR�DFFHSW

ORZHU�TXDOLW\�EXVLQHVV���7KH�H[SDQVLRQ�RI�FUHGLW�ZDV�IXUWKHU�HQFRXUDJHG�E\�WKH�LQWHUDFWLRQ

EHWZHHQ�WD[�SURYLVLRQV�DQG�KLJK�LQIODWLRQ�WKDW�HQFRXUDJHG�LQGHEWHGQHVV����

$��� (DV\�DFFHVV�WR�FUHGLW��FRPELQHG�ZLWK�UDSLG�JURZWK�LQ�WKH�HFRQRP\��IURP�D�WURXJK�LQ

WKH�VHFRQG�KDOI�RI�������DQG�KLJK�OHYHOV�RI�LQYHVWRU�DQG�FRQVXPHU�FRQILGHQFH�HYHQWXDOO\

OHG�WR�D�GHEW�ILQDQFHG�VSHFXODWLYH�ERRP�LQ�DVVHW�SULFHV���7KLV�SURFHVV�ZDV�JUDSKLFDOO\

LOOXVWUDWHG�LQ�WKH�SHUIRUPDQFH�RI�ZRUOG�VWRFNPDUNHWV�RYHU�WKH�SHULRG�DQG�FXOPLQDWHG�LQ�WKH

2FWREHU������FUDVK�ZLWK�VKDUS�IDOOV�LQ�VKDUH�SULFHV�

$��� 0RQHWDU\�SROLF\�ZDV�WLJKWHQHG�VWURQJO\�LQ�D�ELG�WR�WDNH�WKH�VWHDP�RXW�RI�WKH�ERRP�

EXW�DV�ORQJ�DV�WKH�JURZWK�LQ�DVVHW�SULFHV�ZDV�H[SHFWHG�WR�FRQWLQXH��OHQGLQJ�DQG�ERUURZLQJ

VHHPHG�SURILWDEOH�HYHQ�DW�YHU\�KLJK�OHYHOV�RI�UHDO�LQWHUHVW�UDWHV��:KHQ�FRQILGHQFH�LQ�IXUWKHU

DVVHW�SULFH�JDLQV�HYDSRUDWHG�WKH�DVVHW�SULFH�EXEEOH�FROODSVHG�

$��� 7KLV�FROODSVH�FRPELQHG�ZLWK�WKH�UHGXFWLRQ�LQ�FUHGLW�TXDOLW\�FRQWURO�H[SHULHQFHG

GXULQJ�WKH�ERRP��PHDQW�D�VKDUS�ULVH�LQ�ODUJH�VFDOH�EDG�GHEWV�DQG�EDQNUXSWFLHV�LQ�WKH�ODWH

����V���7KH�FROODSVH�RI�DVVHW�SULFHV�ZDV�D�NH\�FRQWULEXWRU�WR�WKH�GHHS�UHFHVVLRQ�H[SHULHQFHG

LQ�$XVWUDOLD�LQ�WKH�HDUO\�����V���$�QXPEHU�RI�RWKHU�HFRQRPLHV�KDG�VLPLODU�H[SHULHQFHV

ZKHUH�WKH�UHJXODWRU\�FRQWUROV�ZHUH�IRXQG�WR�EH�ZDQWLQJ��7KH�DVVHW�SULFH�ERRP�KDG�FOHDUO\

LOOXVWUDWHG�WKDW�WKH�SUXGHQWLDO�UHJXODWRU\�DQG�FRUSRUDWH�JRYHUQDQFH�IUDPHZRUN�ZDV�QRW

DGHTXDWH�WR�FRSH�ZLWK�WKH�JURZWK�LQ�FDSLWDO�DYDLODELOLW\�DQG�WKH�LPSDFW�RI�FRPSHWLWLRQ�RQ

FUHGLW�TXDOLW\�FRQWURO�ZKLFK�KDG�UHVXOWHG�IURP�GHUHJXODWLRQ�RI�WKH�ILQDQFLDO�PDUNHWV�

$��� ,Q�WLPH�WKH�LQDGHTXDFLHV�RI�WKH�H[LVWLQJ�IUDPHZRUN�DQG�WKH�GLIILFXOWLHV�IRU

PDFURHFRQRPLF�SROLF\�WR�DFKLHYH�VXVWDLQDEOH�JURZWK�ZKLOH�LPEDODQFHV�H[LVWHG�LQ�WKHVH

DUHDV�ZHUH�UHFRJQLVHG���5HFRJQLWLRQ�RI�WKH�QHHG�IRU�JRRG�SROLF\�IUDPHZRUNV�DFURVV�WKH

HFRQRP\�WKDW�FRPSOHPHQWHG�HDFK�RWKHU�ZDV�DQ�LPSRUWDQW�SUHUHTXLVLWH�IRU�PRYLQJ

IRUZDUG���3UXGHQWLDO�UHJXODWRUV�DURXQG�WKH�ZRUOG�UHDFWHG�E\�ILUVW�VWDQGDUGL]LQJ��DQG

WKHUHDIWHU�VWHDGLO\�LQFUHDVLQJ��FDSLWDO�DGHTXDF\�DQG�RWKHU�SUXGHQWLDO�UHTXLUHPHQWV�

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

��� 7KH�WD[�GHGXFWLELOLW\�RI�QRPLQDO�LQWHUHVW�SD\PHQWV�RQ�GHEW�ZDV�D�YDOXDEOH�IHDWXUH�RI�GHEW�DV�ORQJ�DV�KLJK�LQIODWLRQ
UDWHV�SXVKHG�XS�ORQJ�WHUP�QRPLQDO�LQWHUHVW�UDWHV�



��

)LQDQFLDO�PDUNHW�JOREDOLVDWLRQ�DQG
PRQHWDU\�SROLF\�LQ�WKH�����V

$��� $XVWUDOLD�VZLWFKHG�WR�D�PRQHWDU\�WDUJHWLQJ�DSSURDFK�IRU�PRQHWDU\�SROLF\�LQ������

7KH�PRYH�UHIOHFWHG�WKH�IDFW�WKDW��ZLWK�WKH�IL[HG�H[FKDQJH�UDWH�JRQH��DQG�ZLWK�LW�DQ�H[WHUQDO

JXLGH�IRU�PRQHWDU\�SROLF\��D�QHZ��LQWHUQDO��JXLGH�ZDV�UHTXLUHG�

$��� 7KH�PRQHWDU\�WDUJHWLQJ�DSSURDFK��ZKLFK�ZDV�WDNHQ�XS�E\�D�QXPEHU�RI�RWKHU

LQGXVWULDO�HFRQRPLHV��ZDV�EDVHG�RQ�DQ�DVVXPSWLRQ�RI�D�VWDEOH�UHODWLRQVKLS�EHWZHHQ�WKH

PRQH\�VXSSO\�DQG�QRPLQDO�*'3���,Q�RWKHU�ZRUGV��FKDQJHV�LQ�WKH�PRQH\�VXSSO\�ZHUH

FORVHO\�OLQNHG�ZLWK�WKH�LQIODWLRQ�UDWH�

� 7KXV��LQ�WKH�FDVH�RI�D�ORRVHQLQJ�RI�SROLF\��WKDW�LV��LQFUHDVH�LQ�WKH�PRQH\�VXSSO\�

SHRSOH�ZRXOG�PDLQWDLQ�GHVLUHG�OHYHOV�RI�PRQH\�EDODQFHV�DQG�WKH�LQFUHDVH�LQ�PRQH\

VXSSO\�ZRXOG�EH�XOWLPDWHO\�UHIOHFWHG�LQ�LQIODWLRQ�

$��� 0RQHWDU\�WDUJHWLQJ�UHJLPHV�H[SHULHQFHG�D�PRGHUDWH�GHJUHH�RI�VXFFHVV�LQ�DFKLHYLQJ

WKHLU�LQWHUPHGLDWH�REMHFWLYHV��JURZWK�WDUJHWV�IRU�PHDVXUHV�RI�WKH�PRQH\�VXSSO\�

+RZHYHU��UHODWLYHO\�KLJK�LQIODWLRQ�UHPDLQHG�HQWUHQFKHG���7KH�ORQJ�UXQ�UHODWLRQVKLS

EHWZHHQ�WKH�PRQH\�VXSSO\�DQG�QRPLQDO�*'3��DQG�WKXV�LQIODWLRQ��EHFDPH�LQFUHDVLQJO\

XQVWDEOH�

$��� 7KH�IORDW�RI�WKH��$�LQ������ZDV�D�ZDWHUVKHG�LQ�WKH�RSHUDWLRQ�RI�PRQHWDU\�SROLF\���,W

PHDQW�WKDW�WKH�H[FKDQJH�UDWH�UHVSRQGHG�PRUH�UDSLGO\�WR�FKDQJHV�LQ�GRPHVWLF�HFRQRPLF�DQG

PRQHWDU\�FRQGLWLRQV�

� 8QGHU�D�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��WKH�FDSLWDO�LQIORZ�JHQHUDWHG�E\�ULVLQJ�LQWHUHVW

UDWHV�OHDGV�WR�DQ�DSSUHFLDWLRQ�RI�WKH�H[FKDQJH�UDWH��ZKLFK�GDPSHQV�QHW�H[SRUWV�

VXSSRUWLQJ�WKH�LPSDFW�RI�WLJKWHU�SROLF\�RQ�LQWHUHVW�VHQVLWLYH�FRQVXPSWLRQ�DQG

LQYHVWPHQW�

� 7KH�LQFUHDVLQJ�PRELOLW\�RI�JOREDO�FDSLWDO��DV�UHJXODWRU\�FRQVWUDLQWV�IHOO�DURXQG�WKH

ZRUOG��ERRVWHG�WKH�LPSDFW�RQ�WKH�H[FKDQJH�UDWH�RI�D�FKDQJH�LQ�SROLF\�OLIWLQJ�WKH

HIIHFWLYHQHVV�RI�PRQHWDU\�SROLF\�

$��� ,Q�RWKHU�ZRUGV��WKH�H[FKDQJH�UDWH�QRZ�RSHUDWHG�PRUH�HIIHFWLYHO\�DV�D�SRWHQWLDO

VLJQDOLQJ�PHFKDQLVP���,W�FRXOG�VLJQDO�FKDQJHV�LQ�WKH�H[WHUQDO�HFRQRP\�WKDW�UHTXLUHG

DGMXVWPHQW�LQ�WKH�VWUXFWXUH�RI�WKH�$XVWUDOLDQ�HFRQRP\�DQG�RU�LQ�HFRQRPLF�SROLF\�

� $Q�H[DPSOH�RI�WKLV�ZDV�WKH�VKDUS�GHSUHFLDWLRQ�RI�WKH��$�XQGHU�WKH�ZHLJKW�RI�D�VKDUS

GHFOLQH�LQ�$XVWUDOLD·V�WHUPV�RI�WUDGH�LQ�WKH�PLG�����V�DQG�LQFUHDVLQJ�FRQFHUQV�DERXW

WKH�VXVWDLQDELOLW\�RI�$XVWUDOLD·V�FXUUHQW�DFFRXQW�SRVLWLRQ�

� $UJXDEO\��WKH�IDOO�LQ�WKH�H[FKDQJH�UDWH�FRQWULEXWHG�WR�UHFRJQLWLRQ�WKDW�SXEOLF�VDYLQJ

ZDV�QRW�PDNLQJ�DQ�DGHTXDWH�FRQWULEXWLRQ�WR�QDWLRQDO�VDYLQJ���0RUHRYHU��LW�EHFDPH

YHU\�FOHDU�WKDW�KLJK�OHYHOV�RI�SURWHFWLRQ�KHDYLO\�GLVWRUWHG�WKH�VWUXFWXUH�RI�WKH



��

HFRQRP\���%RWK�LVVXHV�ZRXOG�UHTXLUH�DGGUHVVLQJ�LQ�DQ�LQFUHDVLQJO\�FRPSHWLWLYH�JOREDO

PDUNHW�

$��� :KHQ�SROLF\�PDNHUV�ILQDOO\�DEDQGRQHG�WKH�PRQHWDU\�WDUJHWLQJ�UHJLPH�LQ�HDUO\������

WKH\�DJDLQ�ODFNHG�D�FOHDU�IUDPHZRUN�WR�JXLGH�PRQHWDU\�SROLF\���7R�DOOD\�SHUFHSWLRQV�WKDW�WKH

HQG�RI�PRQHWDU\�WDUJHWLQJ�ZRXOG�UHSUHVHQW�D�UHWXUQ�WR�XQFRQVWUDLQHG�GLVFUHWLRQ��WKH�5%$

DQQRXQFHG�D�¶FKHFNOLVW·�DSSURDFK�WR�SROLF\�LQ�0D\��������7KLV�FKHFNOLVW�FRPSULVHG�D

VSHFLILF�DUUD\�RI�HFRQRPLF�YDULDEOHV��LQFOXGLQJ�WKH�IXOO�UDQJH�RI�PRQHWDU\�DJJUHJDWHV��RWKHU

ILQDQFLDO�LQGLFDWRUV��VXFK�DV�LQWHUHVW�DQG�H[FKDQJH�UDWHV���DV�ZHOO�DV�WUHQGV�LQ�WKH�UHDO

HFRQRP\�

$��� 7KH�FKHFNOLVW�DSSURDFK�FRQYH\HG�WKH�LGHD�WKDW�PRQHWDU\�SROLF\�VKRXOG�EH�IUDPHG

ZLWK�UHIHUHQFH�WR�D�ZLGH�UDQJH�RI�HFRQRPLF�LQGLFDWRUV���+RZHYHU��LW�ZDV�FULWLFLVHG�IRU

ODFNLQJ�FULWHULD�IRU�GHWHUPLQLQJ�ZKLFK�LQGLFDWRUV�ZHUH�LPSRUWDQW��WKHUH�ZDV�QR�FOHDU

HQXQFLDWLRQ�RI�WKH�LQVWUXPHQW�RI�PRQHWDU\�SROLF\�QRU�WKH�LQWHUPHGLDWH�DQG�XOWLPDWH�WDUJHWV�

$��� %\�������WKH�FKHFNOLVW�DSSURDFK�WR�PRQHWDU\�SROLF\�KDG�EHHQ�DEDQGRQHG��DQG

PRQHWDU\�SROLF\�DJDLQ�RSHUDWHG�ZLWKRXW�DQ�DUWLFXODWHG�IUDPHZRUN�

$��� ,W�ZDV�LQ�WKLV�SHULRG�WKDW�WKH�ODFN�RI�D�FOHDUO\�DUWLFXODWHG�IUDPHZRUN�IRU�SROLF\�DQG�WKH

FRVWV�DVVRFLDWHG�ZLWK�WKDW�EHFDPH�PXFK�PRUH�REYLRXV���7KH�H[SHULHQFH�RI�WKH�DVVHW�SULFH

ERRP�DQG�WKH�HQVXLQJ�EXVW�DQG�UHFHVVLRQ�KDG�DW�LWV�URRWV�D�ELDV�WRZDUG�KLJK�LQIODWLRQ

H[SHFWDWLRQV�ZKLFK�FRQWLQXHG�WR�SHUPHDWH�WKH�EHKDYLRXU�RI�ZDJH�DQG�SULFH�VHWWHUV���8QOLNH

PDQ\�2(&'�FRXQWULHV��LQIODWLRQ�LQ�$XVWUDOLD�KDG�QRW�UHWXUQHG�WR�ORZ�OHYHOV���7KLV

LQIODWLRQDU\�ELDV�PHDQW�WKDW�RQFH�WKH�HFRQRP\�SLFNHG�XS�VSHHG��LQIODWLRQDU\�H[SHFWDWLRQV

EHJDQ�WR�ULVH���7KH�HDUOLHU�GHUHJXODWLRQ�RI�ILQDQFLDO�PDUNHWV�DQG�WKH�HDV\�DYDLODELOLW\�RI

FUHGLW�UHVXOWHG�LQ�D�VKDUS�ULVH�LQ�ERUURZLQJ�WR�ILQDQFH�VSHFXODWLYH�FRQVXPSWLRQ�DQG

LQYHVWPHQW��EDVHG�RQ�H[SHFWDWLRQV�RI�RQJRLQJ�DVVHW�SULFH�ULVHV���'XULQJ�WKLV�SHULRG��QR�DUP

RI�SROLF\�ZDV�GLUHFWHG�VSHFLILFDOO\�DW�UHGXFLQJ�LQIODWLRQ�DQG�LQIODWLRQ�H[SHFWDWLRQV�LQ�WKH

HFRQRP\�

$��� 3DUWO\�EHFDXVH�RI�WKLV�H[SHULHQFH��GXULQJ������������D�FRQVHQVXV�HPHUJHG�DPRQJVW

SROLF\�PDNHUV�DQG�DFDGHPLFV�WKDW�PRQHWDU\�SROLF\�ZDV�EHVW�VXLWHG�WR�DFKLHYLQJ�D�GHVLUHG

UDWH�RI�LQIODWLRQ�DV�RSSRVHG�WR�WDUJHWLQJ�RXWFRPHV�LQ�UHDO�REMHFWLYHV��VXFK�DV

XQHPSOR\PHQW������0RUHRYHU��DV�$XVWUDOLD·V�SHUVLVWHQW�LQIODWLRQ�UDWH�ZDV�UHJDUGHG�DV�DQ

REVWDFOH�WR�VXVWDLQHG�HFRQRPLF�GHYHORSPHQW��LW�LQFUHDVLQJO\�EHFDPH�DFFHSWHG�WKDW�WKH�UROH

RI�PRQHWDU\�SROLF\�VKRXOG�EH�WR�LPSURYH�$XVWUDOLD·V�GRPHVWLF�LQIODWLRQ�SHUIRUPDQFH�

$��� ,W�ZDV�GXULQJ�WKLV�SHULRG�WKDW�PRQHWDU\�SROLF\�ZDV�GLUHFWHG�DW�UHGXFLQJ�LQIODWLRQ�

)LQDOO\��LQ������$XVWUDOLD�DGRSWHG�DQ�LQIODWLRQ�WDUJHWLQJ�DSSURDFK�VLPLODU�WR�D�QXPEHU�RI

RWKHU�PHGLXP�VL]HG�2(&'�FRXQWULHV�

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

��� 6HH�0DFIDUODQH��������IRU�D�GLVFXVVLRQ�RQ�WKH�GHEDWH�SUHFHGLQJ�WKH�DGRSWLRQ�RI�DQ�LQIODWLRQ�WDUJHW�LQ������



��

)LVFDO�SROLF\�LQ�WKH�����V

$��� )RU�PXFK�RI�WKH�����V�DQG�HDUO\�����V��LQ�FRPPRQ�ZLWK�PRQHWDU\�SROLF\��WKH

REMHFWLYHV�RI�ILVFDO�SROLF\�ZHUH�XQFOHDU���,W�ZDV��LQ�JHQHUDO��UHDFWLYH�WR�F\FOLFDO�GHYHORSPHQWV

DQG�VKRUW�WHUP�LQ�LWV�IRFXV�

� )RU�H[DPSOH��LQ���������WKHUH�ZDV�DQ�DEUXSW�WLJKWHQLQJ�RI�ILVFDO�SROLF\��VXVWDLQHG�IRU

WZR�\HDUV�DQG�WKH�EXGJHW�UHFRUGHG�D�VPDOO�VXUSOXV������SHU�FHQW�RI�*'3��LQ

��������³�WKH�ILUVW�VXUSOXV�LQ�VHYHQ�\HDUV���7KDW�WLJKWHQLQJ�RI�SROLF\�KRZHYHU

FRQWULEXWHG�WR�WKH�VXEVWDQWLDO�UHFHVVLRQ�RI�����������8QHPSOR\PHQW�DJDLQ�UHWXUQHG

WR�GRXEOH�GLJLW�OHYHOV��UHDFKLQJ������SHU�FHQW�LQ������������3ROLF\�ZDV�VXEVHTXHQWO\

HDVHG�LQ�UHVSRQVH�LQ���������

$��� $�VKDUS�GHWHULRUDWLRQ�LQ�WKH�FXUUHQW�DFFRXQW�GHILFLW�LQ�WKH�PLG�WR�ODWH�����V�FDXVHG

VRPH�UHFRQVLGHUDWLRQ�RI�WKH�UROH�RI�SXEOLF�VDYLQJV���)LVFDO�SROLF\�ZDV�WLJKWHQHG�LQ�DQ

DWWHPSW�WR�ERRVW�SXEOLF�VDYLQJ�DQG�UHGXFH�WKH�FXUUHQW�DFFRXQW�GHILFLW���$W�WKLV�VWDJH�WKHUH

ZDV��KRZHYHU��QR�FOHDU�DUWLFXODWLRQ�RI�D�ILVFDO�SROLF\�IUDPHZRUN��7KLV�ZDV�LOOXVWUDWHG�LQ�WKH

XVH�RI�LQFRPH�WD[�FXWV�DV�SDUW�RI�WKH�$FFRUG�SURFHVV���)LVFDO�SROLF\�ZDV�SOD\LQJ�D�UROH�LQ

UHVWUDLQLQJ�ZDJHV�DQG�LQIODWLRQ�

$��� 'HVSLWH�EXGJHW�VXUSOXVHV�XS�WR�DQG�LQFOXGLQJ����������WKHUH�ZDV�D�ODFN�RI�FODULW\�LQ

WKH�IUDPHZRUN�IRU�ILVFDO�SROLF\��UHIOHFWLQJ�XQGHUGHYHORSHG�SROLF\�JRDOV���7KLV�ODFN�RI�FODULW\

FRQWULEXWHG�WR�D�ULVN�SUHPLXP�EHLQJ�SODFHG�RQ�WKH�GHEW�LQVWUXPHQWV�RI�WKH�$XVWUDOLDQ

JRYHUQPHQW�DQG�LQ�WXUQ�DIIHFWHG�WKH�ULVN�UDWLQJ�RI�SULYDWH�VHFWRU�OLDELOLWLHV�

'HYHORSLQJ�D�QHZ�PDFURHFRQRPLF�IUDPHZRUN

$��� 0DFURHFRQRPLF�SROLF\�KDV�HYROYHG�FRQVLGHUDEO\�GXULQJ�WKH�����V��DV�ZH�KDYH�FRPH

WR�XQGHUVWDQG�WKH�VLJQLILFDQFH�RI�WKH�IRUFHV�XQOHDVKHG�LQ�WKH�����V�

0RQHWDU\�SROLF\

$��� ,Q�������WKH�5%$�DQQRXQFHG�DQ�H[SOLFLW�REMHFWLYH�RI�NHHSLQJ�LQIODWLRQ�EHWZHHQ���DQG
��SHU�FHQW�RYHU�WKH�FRXUVH�RI�WKH�HFRQRPLF�F\FOH������7KH�5%$·V�FRPPLWPHQW�WR�WKLV

REMHFWLYH�ZDV�IDFLOLWDWHG�E\�LWV�VXFFHVV�LQ�UHGXFLQJ�ERWK�LQIODWLRQ�DQG�LQIODWLRQDU\

H[SHFWDWLRQV�LQ�WKH�HDUO\�����V���%\�ODWH�������XQGHUO\LQJ�&3,�LQIODWLRQ�ZDV�GRZQ�WR�DURXQG

��SHU�FHQW��FRPSDUHG�WR�DQ�DYHUDJH�RI���SHU�FHQW�RYHU�WKH�����V���,QIODWLRQDU\�H[SHFWDWLRQV�

ZKLFK�KDG�UHPDLQHG�VWDEOH�DW�DOPRVW����SHU�FHQW�RYHU�WKH�HQWLUH�����V��ZHUH�GRZQ�WR

DOPRVW���SHU�FHQW�

$��� :KLOH�WKH�UHGXFWLRQ�LQ�LQIODWLRQ�SUHFHGHG�LQIODWLRQ�WDUJHWLQJ��SXUVXLQJ�WKLV�DSSURDFK

LV�OLNHO\�WR�KDYH�FRQWULEXWHG�WR�ORFNLQJ�LQ�ORZ�LQIODWLRQ�RYHU�WKH�����V���7KH�NH\�DGYDQWDJH

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

��� 5HIHU�WR�WZR�VSHHFKHV�JLYHQ�E\�WKH�WKHQ�*RYHUQRU��)UDVHU������D��DQG������E���



��

RI�DQ�LQIODWLRQ�WDUJHW�LV�WKDW�LW�FDQ�SURYLGH�D�FOHDU�LQGLFDWLRQ�RI�WKH�SULPDU\�REMHFWLYH

JXLGLQJ�PRQHWDU\�SROLF\�GHFLVLRQV��WKHUHE\�SURYLGLQJ�DQ�DQFKRU�IRU�LQIODWLRQDU\

H[SHFWDWLRQV�DQG�JUHDWHU�FHUWDLQW\�IRU�HFRQRPLF�GHFLVLRQ�PDNLQJ�

$��� +RZHYHU��FUHGLELOLW\�ZDV�QRW�DFKLHYHG�LQVWDQWDQHRXVO\���7KHUH�ZHUH�OLQJHULQJ

FRQFHUQV�DERXW�WKH�FUHGLELOLW\�RI�WKH�5%$·V�LQIODWLRQ�WDUJHW���7KHVH�ZHUH�ODUJHO\�D�IXQFWLRQ

RI�$XVWUDOLD·V�SRRU�LQIODWLRQ�SHUIRUPDQFH�RYHU�WKH�����V�DQG�����V���$�FRQWULEXWLQJ�IDFWRU

ZDV�WKH�SHUFHSWLRQ�LQ�VRPH�TXDUWHUV�WKDW�WKH�5%$�KDG�OLPLWHG�LQGHSHQGHQFH�LQ�VHWWLQJ

PRQHWDU\�SROLF\���$QRWKHU�IDFWRU�ZDV�D�FRQFHUQ�WKDW�$XVWUDOLD·V�ZRUNSODFH�UHODWLRQV�DQG

ZDJH�VHWWLQJ�DUUDQJHPHQWV�PDGH�WKH�HFRQRP\�LQIODWLRQ�SURQH���:KLOH�WKHUH�ZDV�D�JHQHUDO

UHFRJQLWLRQ�WKDW�HDUO\�PRYHV�WR�HQWHUSULVH�EDUJDLQLQJ�ZHUH�PRYLQJ�WKH�V\VWHP�LQ�WKH�ULJKW

GLUHFWLRQ��WKHUH�ZDV�ZLGHVSUHDG�FRQFHUQ�WKDW�SURJUHVV�RQ�ODERXU�PDUNHW�UHIRUP�ZDV

LQVXIILFLHQW�DQG�WRR�JUDGXDO�

$��� 0RQHWDU\�SROLF\�FUHGLELOLW\�DQG�WUDQVSDUHQF\�ZDV�HQKDQFHG�VLJQLILFDQWO\�E\�D�SXEOLF

6WDWHPHQW�RQ�WKH�&RQGXFW�RI�0RQHWDU\�3ROLF\��DJUHHG�EHWZHHQ�WKH�7UHDVXUHU�DQG�WKH�5HVHUYH

%DQN�*RYHUQRU�LQ�$XJXVW��������7KLV�IRUPDOLVHG�WKH�REMHFWLYH�RI�NHHSLQJ�LQIODWLRQ

EHWZHHQ���DQG���SHU�FHQW��RQ�DYHUDJH��RYHU�WKH�FRXUVH�RI�WKH�HFRQRPLF�F\FOH���7KH

6WDWHPHQW�DOVR�SURYLGHG�D�FOHDU�UHFRJQLWLRQ�RI�WKH�LQGHSHQGHQFH�RI�WKH�5%$�LQ�VHWWLQJ

PRQHWDU\�SROLF\���2YHU�WKH�SDVW�WKUHH�\HDUV��WKH�PDQDJHPHQW�RI�SROLF\�KDV�EHHQ�ZHOO

DFFHSWHG�E\�WKH�ILQDQFLDO�PDUNHWV�

)LVFDO�SROLF\

$��� ,Q�WKH�HDUO\�����V��WKH�SULPDU\�FRQFHUQ�RI�ILVFDO�SROLF\�ZDV�WR�VXSSRUW�WKH�LQLWLDOO\

UHODWLYHO\�ZHDN�UHFRYHU\���7KH�HIIHFWV�RI�WKH�UHFHVVLRQ�DQG�VORZ�UHFRYHU\��DQG�WKH�SROLF\

UHVSRQVH�WR�WKHVH�GHYHORSPHQWV��KDG�UHVXOWHG�LQ�D�PDMRU�GHWHULRUDWLRQ�LQ�WKH

&RPPRQZHDOWK·V�ILVFDO�SRVLWLRQ���,Q����������WKH�XQGHUO\LQJ�EXGJHW�GHILFLW�VWRRG�DW�����SHU

FHQW�RI�*'3��D�GHWHULRUDWLRQ�RI�DURXQG���SHUFHQWDJH�SRLQWV�RI�*'3�RYHU�WKH�SUHYLRXV

WKUHH�\HDUV�

$��� ,Q�HDUO\�������WKH�.HDWLQJ�*RYHUQPHQW�DQQRXQFHG�D�PHGLXP�WHUP�REMHFWLYH�RI

UHGXFLQJ�WKH�EXGJHW�GHILFLW�WR�¶DURXQG���SHU�FHQW�RI�*'3·�E\��������������7KH��������

%XGJHW�LQVWLWXWHG�D�PHGLXP�WHUP�ILVFDO�FRQVROLGDWLRQ�SURJUDP�GLUHFWHG�DW�DFKLHYLQJ�WKH

*RYHUQPHQW·V�REMHFWLYH�����HPSKDVLVLQJ�¶WKH�PHGLXP�WHUP�UHTXLUHPHQW�RI�UHGXFLQJ�WKH

SXEOLF�VHFWRU·V�FDOO�RQ�QDWLRQDO�VDYLQJ�DV�EXVLQHVV�LQYHVWPHQW�UHFRYHUV·����

$��� %XW�ILVFDO�SROLF\�UHPDLQHG�D�NH\�FRQFHUQ�IRU�ILQDQFLDO�PDUNHWV���:KLOH�WKHUH�ZDV

UHFRJQLWLRQ�WKDW�SROLF\�ZDV�PRYLQJ�LQ�WKH�ULJKW�GLUHFWLRQ��WKHUH�ZHUH�DOVR�FRQFHUQV�WKDW�WKH

GHILFLW�ZDV�QRW�EHLQJ�UHGXFHG�TXLFNO\�HQRXJK���7KH�:RUNLQJ�1DWLRQ�VWDWHPHQW�LQ�0D\�����

DQQRXQFHG�VLJQLILFDQW�QHZ�VSHQGLQJ�RQ�ODERXU�PDUNHW�SURJUDPV���7KHVH�SROLF\�PHDVXUHV

ZHUH�GLUHFWHG�DW�DGGUHVVLQJ�FRQVWUDLQWV�RQ�JURZWK�RYHU�WKH�PHGLXP�WHUP��EXW�PDQ\

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

��� 7KLV�FRPPLWPHQW�ZDV�FRQILUPHG�VRRQ�DIWHU�WKH�VZHDULQJ�LQ�RI�WKH�VHFRQG�.HDWLQJ�PLQLVWU\��VHH�'DZNLQV���������
��� 7KH�IUDPHZRUN�IRU�WKLV�DSSURDFK�FDPH�LQ�SDUW�IURP�)LW]*HUDOG��������
��� ��������%XGJHW�3DSHU�1R�����%XGJHW�6WDWHPHQW�1R�����S����



��

FRPPHQWDWRUV�ZHUH�FRQFHUQHG�WKDW�WKH�ILVFDO�GLYLGHQG�IURP�VWURQJHU�JURZWK�ZDV�QRW�XVHG

WR�DFFHOHUDWH�WKH�GHILFLW�UHGXFWLRQ�VFKHGXOH�

$��� 2QH�VKRUWFRPLQJ�RI�WKH�ILVFDO�SROLF\�IUDPHZRUN�RYHU�WKLV�SHULRG�ZDV�WKH�ODFN�RI�D

FOHDUO\�DUWLFXODWHG�IUDPHZRUN�OLQNLQJ�ILVFDO�SROLF\�REMHFWLYHV�ZLWK�QDWLRQDO�VDYLQJ�DQG

FXUUHQW�DFFRXQW�JRDOV���7KHUH�ZDV�QR�FOHDU�VWDWHPHQW�RI�ZKDW�ILVFDO�SROLF\�VKRXOG�EH�DLPLQJ

WR�GR�RYHU�D�ORQJHU�SHULRG��DQG�ZK\���0RUHRYHU��ILVFDO�REMHFWLYHV�ZHUH�GHILQHG��DQG

SURJUHVV�PHDVXUHG��LQ�WHUPV�RI�D�GHILQLWLRQ�RI�EXGJHW�EDODQFH�WKDW�LQFOXGHG�QHW�DGYDQFHV����

1HW�DGYDQFHV�PDGH�D�VLJQLILFDQW�SRVLWLYH�FRQWULEXWLRQ�WR�WKH�EXGJHW�EDODQFH�RYHU�WKLV

SHULRG��WKURXJK�HTXLW\�VDOHV�DQG�ORDQ�UHSD\PHQWV�E\�WKH�6WDWHV���7KLV�HIIHFW�LV�LUUHOHYDQW

IURP�WKH�QDWLRQDO�VDYLQJ�LQYHVWPHQW�SHUVSHFWLYH�

$��� &RQFHUQV�DERXW�WKH�SROLF\�IUDPHZRUN�FDPH�WR�D�KHDG�LQ�����������7KH�FXUUHQW

DFFRXQW�GHILFLW��ZKLFK�KDG�UHPDLQHG�TXLHVFHQW�DW�DURXQG��ó�SHU�FHQW�RI�*'3�RYHU�WKH

HDUO\�\HDUV�RI�UHFRYHU\��LQFUHDVHG�UDSLGO\�WR�RYHU���SHU�FHQW�RI�*'3�LQ����������DV�WKH

HFRQRP\�VWUHQJWKHQHG�DQG�GURXJKW�UHGXFHG�UXUDO�H[SRUWV���8QGHUO\LQJ�LQIODWLRQ�DOVR�SLFNHG

XS��IURP�DURXQG���SHU�FHQW�LQ�ODWH������WR�D�SHDN�RI�DURXQG��ô�SHU�FHQW�LQ�HDUO\������

7KHVH�GHYHORSPHQWV�DJDLQ�UDLVHG�FRQFHUQV�WKDW�$XVWUDOLD�KDG�QRW�GRQH�HQRXJK�WR�DGGUHVV

FXUUHQW�DFFRXQW�DQG�LQIODWLRQ�FRQVWUDLQWV���7KH�ORQJ�WHUP�ERQG�UDWH�GLIIHUHQWLDO�ZLWK�WKH

8QLWHG�6WDWHV��ZKLFK�KDG�QDUURZHG�FRQVLGHUDEO\�WR�EHORZ���SHUFHQWDJH�SRLQW�LQ�HDUO\������

DJDLQ�EOHZ�RXW�WR�RYHU���SHUFHQWDJH�SRLQWV��ZKHUH�LW�UHPDLQHG�XQWLO�HDUO\������

$��� ,Q�0DUFK�������WKH�*RYHUQPHQW�DQQRXQFHG�D�PHGLXP�WHUP�ILVFDO�VWUDWHJ\�RI

UHWXUQLQJ�WKH�EXGJHW�WR�VXUSOXV�LQ�LWV�ILUVW�WHUP������,Q�WKH���������%XGJHW��KDQGHG�GRZQ�RQ

���$XJXVW�������WKH�*RYHUQPHQW�ZHQW�D�VWHS�IXUWKHU��DQQRXQFLQJ�D�PHGLXP�WHUP

REMHFWLYH�RI�¶PDLQWDLQLQJ�DQ�XQGHUO\LQJ�>EXGJHW@�EDODQFH�RQ�DYHUDJH�RYHU�WKH�FRXUVH�RI�WKH

HFRQRPLF�F\FOH·������,PSRUWDQWO\��WKHVH�REMHFWLYHV�ZHUH�GHILQHG�LQ�WHUPV�RI�D�EXGJHW�EDODQFH

PHDVXUH�WKDW�H[FOXGHG�QHW�DGYDQFHV������+HQFH��WKH�*RYHUQPHQW·V�ILVFDO�REMHFWLYHV�ZHUH

FOHDUO\�OLQNHG�WR�WKH�JRDO�RI�HQVXULQJ�WKDW�&RPPRQZHDOWK�ERUURZLQJ�ZRXOG�QR�ORQJHU�EH

FRQWULEXWLQJ�WR�$XVWUDOLD·V�FXUUHQW�DFFRXQW�GHILFLW�RYHU�WLPH�

$��� 7KH�*RYHUQPHQW�DOVR�DQQRXQFHG�WKDW�LW�ZRXOG�OHJLVODWH�IRU�D�&KDUWHU�RI�%XGJHW

+RQHVW\�UHTXLULQJ�JRYHUQPHQWV�WR�RXWOLQH�WKHLU�ILVFDO�REMHFWLYHV��DQG�SXEOLFO\�UHOHDVH

EXGJHW�DQG�RXW\HDU�HVWLPDWHV��EDVHG�RQ�H[WHUQDO�UHSRUWLQJ�VWDQGDUGV��DW�OHDVW�WZLFH�D�\HDU

DQG�EHIRUH�HDFK�JHQHUDO�HOHFWLRQ�����

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

��� 1HW�DGYDQFHV�FRQVLVW�RI�QHW�SROLF\�OHQGLQJ��QHZ�SROLF\�OHQGLQJ�OHVV�UHSD\PHQW�RI�SDVW�SROLF\�OHQGLQJ��DQG�QHW�HTXLW\
WUDQVDFWLRQV��HTXLW\�LQMHFWLRQV�SXUFKDVHV�OHVV�HTXLW\�VDOHV��

��� &RVWHOOR��7KH�+RQ�3���������
��� ��������%XGJHW�3DSHU�1R�����%XGJHW�6WDWHPHQW�1R�����S���¶7KH�)LVFDO�6WUDWHJ\·�
��� 7KH�XQGHUO\LQJ�EXGJHW�EDODQFH�LV�PHDVXUHG�DV�UHYHQXH�OHVV�RXWOD\V��H[FOXGLQJ�QHW�DGYDQFHV��
��� &RVWHOOR��7KH�+RQ�3���������
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$��� ,Q�UHFHQW�\HDUV��WKH�VWDWXUH�RI�ILVFDO�SROLF\�FUHGLELOLW\�KDV�JURZQ�VXEVWDQWLDOO\���7KH
XSJUDGLQJ�RI�WKH�&RPPRQZHDOWK·V�IRUHLJQ�GHEW�LVVXHV��QRWZLWKVWDQGLQJ�WKDW�WKH

&RPPRQZHDOWK�QR�ORQJHU�LVVXHV�IRUHLJQ�GHEW���LV�D�WHVWDPHQW�WR�WKLV�IDFW�����

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

��� 2Q����0D\�������6WDQGDUG�DQG�3RRU·V�DQQRXQFHG�DQ�XSJUDGH�WR�WKH�&RPPRQZHDOWK�RI�$XVWUDOLD·V�IRUHLJQ
FXUUHQF\�UDWLQJ�IURP�$$�WR�$$��³�LWV�VHFRQG�KLJKHVW�UDWLQJ�FDWHJRU\�
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,GHQWLILHG�*HQHUDO�5HFRPPHQGDWLRQV

���WR���EHORZ�

$FWLRQ�3ODQ 3URJUHVV�7R�'DWH

�� 5HIRUP�ZLOO�GHSHQG�RQ�SROLF\�UHVSRQVHV�E\
HYHU\�JRYHUQPHQW�LQ�D�FRRUGLQDWHG�IDVKLRQ�

$XVWUDOLDQ�PLQLVWHUV�DQG�RIILFLDOV�WR�UHJLVWHU�WKLV
PHVVDJH�LQ�WKHLU�ELODWHUDO�FRQWDFWV�DQG�LQ�DSSURSULDWH
LQWHUQDWLRQDO�IRUXPV�

7KLV�DQG�RWKHU�EURDG�PHVVDJHV��LQFOXGLQJ�RQ�WKH�QHHG
WR�VXVWDLQ�UHIRUP�PRPHQWXP��FRQYH\HG�E\�WKH
7UHDVXUHU�DW�WKH�0DQLOD�)UDPHZRUN�*URXS�PHHWLQJ
�������0DUFK��������WKH�,0)�,QWHULP�&RPPLWWHH��,&�
����$SULO�������DQG�$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ
�������0D\�������DQG�LQ�ELODWHUDO�FRQWDFWV�ZLWK�NH\
SOD\HUV��LQFOXGLQJ�86�7UHDVXU\�6HFUHWDU\�6XPPHUV��,0)
0DQDJLQJ�'LUHFWRU�&DPGHVVXV�DQG�:RUOG�%DQN
3UHVLGHQW�:ROIHQVRKQ��

�� 3URYLGH�VXSSRUW�IRU�WKH�FRQWLQXDWLRQ�RI�WKH
PRYHPHQW�WRZDUGV�RSHQ�LQWHUQDWLRQDO�FDSLWDO
PDUNHWV���(QFRXUDJH�FRXQWULHV�WR�SXW�LQ�SODFH
QHFHVVDU\�FRQGLWLRQV�IRU�IXUWKHU�JUDGXDO�PRYHV
WRZDUGV�OLEHUDOLVDWLRQ�

$XVWUDOLDQ�UHSUHVHQWDWLYHV�WR�UHJLVWHU�DSSURSULDWH
PHVVDJHV�LQ�XSFRPLQJ�,0)�([HFXWLYH�%RDUG
GLVFXVVLRQV�DQG�RQJRLQJ�$3(&�DQG�:RUOG�7UDGH
2UJDQLVDWLRQ��:72��DFWLYLWLHV�

)XUWKHU�FRQVLGHUDWLRQ�QHHGV�WR�EH�JLYHQ�WR�ZKHWKHU
WKH�1=�OHG�$3(&�9ROXQWDU\�$FWLRQ�3ODQV��9$3��IRU
¶IUHHU�DQG�PRUH�VWDEOH�FDSLWDO�IORZV·�PLJKW�FRQWULEXWH
WR�5HFRPPHQGDWLRQ�

.H\�WKHPH�RI�7UHDVXUHU·V�¶FRQVWLWXHQF\�VWDWHPHQW·�DW�WKH
UHFHQW�,0)�,&�PHHWLQJ�

7UHDVXU\�KDV�XQGHUWDNHQ�WR�FRQWULEXWH�VHYHUDO�¶SHUVRQ
PRQWKV·�RI�EDFNJURXQG�UHVHDUFK��RQ�LQVWLWXWLRQDO
SUHUHTXLVLWHV�DQG�VHTXHQFLQJ�LVVXHV��LQ�VXSSRUW�RI�1=·V
$3(&�,QLWLDWLYH�

�� 5HIRUP�WR�EH�SURJUHVVHG�WKURXJK�DQ
LQWHUQDWLRQDO�JURXSLQJ�ZLWK�D�ZLGH�UHSUHVHQWDWLRQ�
VXFK�DV�WKH�*����DQG�LQFOXGH�WKH�SULYDWH�VHFWRU�
7KH�FRQWLQXDWLRQ�RI�WKH�*���SURFHVV�VKRXOG�EH
VXSSRUWHG���0DLQWDLQLQJ�WKH�PRPHQWXP�IRU�UHIRUP
LV�FUXFLDO�

)ROORZ�XS�30·V�OHWWHU�RQ�WKLV�PDWWHU�E\�FRQWLQXLQJ�WR
SUHVV�IRU�DQ�DSSURSULDWHO\�EURDG�LQWHUQDWLRQDO
JURXSLQJ�*��¶2XWUHDFK·�6HPLQDUV�DQG�RWKHU
DSSURSULDWH�LQWHUQDWLRQDO�PHHWLQJV��LQFOXGLQJ�WKH
$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ��������0D\�������

$XVWUDOLDQ�OREE\LQJ�RQ�WKLV�SRLQW�KDV�ERUQH�IUXLW�ZLWK
$3(&�)LQDQFH�0LQLVWHUV�DJUHHLQJ��DW�/DQJNDZL�LQ�0D\
������WR�WKH�HVWDEOLVKPHQW�RI�¶DQ�RQJRLQJ�PHFKDQLVP
IRU�LQFOXVLYH�GLDORJXH�EHWZHHQ�LQGXVWULDO��GHYHORSLQJ
DQG�HPHUJLQJ�HFRQRPLHV·�LQ�DUFKLWHFWXUH�GLVFXVVLRQV�
7KLV�SURSRVDO�ZDV�WDNHQ�XS�E\�*��/HDGHUV�LQ�&RORJQH
�-XQH��������DOWKRXJK�NH\�TXHVWLRQV�VXFK�DV�WKH�VL]H�DQG
FRPSRVLWLRQ�RI�DQ\�JURXS�UHPDLQ�RSHQ�



��

,GHQWLILHG�*HQHUDO�5HFRPPHQGDWLRQV

���WR���EHORZ�

$FWLRQ�3ODQ 3URJUHVV�7R�'DWH

�� 0LQLPLVH�LPSOLFLW�RU�H[SOLFLW�JXDUDQWHHV�RQ�WKH
SDUW�RI�JRYHUQPHQWV�

7KLV�SRLQW�WR�EH�XQGHUVFRUHG�E\�$XVWUDOLDQ
UHSUHVHQWDWLYHV�LQ�DSSURSULDWH�LQWHUQDWLRQDO�IRUD�
LQFOXGLQJ�,0)�DQG�0XOWLODWHUDO�'HYHORSPHQW�%DQN
�0'%��GLVFXVVLRQV�RQ�FRXQWU\�UHIRUP�SURJUDPV�DQG
$3(&�)LQDQFH�0LQLVWHUV�DQG�,QYHVWPHQW�([SHUWV
*URXS�PHHWLQJV�

7KLV�UHFRPPHQGDWLRQ�LV�DOVR�WDNHQ�IRUZDUG�XQGHU�WKH
,0)·V�¶7UDQVSDUHQF\�5HSRUW·�H[HUFLVH��VHH
5HFRPPHQGDWLRQ���EHORZ��DQG�WKURXJK�$XVWUDOLDQ
WHFKQLFDO�DVVLVWDQFH�DFWLYLWLHV�

$VVHVV�VFRSH�WR�SURJUHVV�WKLV�UHFRPPHQGDWLRQ
WKURXJK�1=·V�LGHD�RI�D�9$3��IRU�IUHHU�DQG�PRUH
VWDEOH�FDSLWDO�IORZV��

7KLV�WKHPH�ZDV�SDUW�RI�WKH�7UHDVXUHU·V�DGGUHVV�WR�WKH
$XVWUDOLDQ�6HFXULWLHV�DQG�,QYHVWPHQW�&RPPLVVLRQ
�$6,&��6XPPHU�6FKRRO�����)HEUXDU\�������

�� $XVWUDOLD�VKRXOG�FRQWLQXH�WR�SOD\�DQ�DFWLYH�UROH�LQ
WKH�LPSURYHPHQW�DQG�GHYHORSPHQW�RI�LQWHUQDWLRQDOO\
DFFHSWHG�VWDQGDUGV�DQG�FRGHV�RI�FRQGXFW�DQG�LQYROYH
WKH�SULYDWH�VHFWRU�

7KLV�UHTXLUHV�DFWLRQ�E\�$XVWUDOLDQ�DJHQFLHV��LQFOXGLQJ
7UHDVXU\��5HVHUYH�%DQN�RI�$XVWUDOLD��5%$���WKH
$XVWUDOLDQ�3UXGHQWLDO�5HJXODWLRQ�$XWKRULW\��$35$��
DQG�$6,&��DFURVV�D�UDQJH�RI�IURQWV��LQFOXGLQJ�WKH�,0)�
WKH�2(&'��WKH�%DVOH�&RPPLWWHH�RQ�%DQNLQJ
6XSHUYLVLRQ��%&%6���WKH�,QWHUQDWLRQDO�2UJDQLVDWLRQ�RI
6HFXULWLHV�&RPPLVVLRQV��,26&2���WKH�,QWHUQDWLRQDO
$VVRFLDWLRQ�RI�,QVXUDQFH�6XSHUYLVRUV��,$,6���WKH
,QWHUQDWLRQDO�$FFRXQWLQJ�6WDQGDUGV�&RPPLWWHH
�,$6&��DQG�WKH�-RLQW�)RUXP��RQ�)LQDQFLDO
&RQJORPHUDWHV�����7KH�NH\�FKDOOHQJHV�ZLOO�EH�WR�IRVWHU
WKH�ZLGHVW�SRVVLEOH�DGRSWLRQ�RI�WKH�VWDQGDUGV�FRGHV
VHW�E\�WKHVH�ERGLHV�DQG�WR�HQVXUH�WKH\�DUH�UHJXODUO\
XSGDWHG�UHYLHZHG�

,0)·V�6SHFLDO�'DWD�'LVVHPLQDWLRQ�6WDQGDUGV��6''6�
KDYH�EHHQ�VWUHQJWKHQHG�ZLWK�$XVWUDOLD�DQ�DFWLYH
SDUWLFLSDQW�GLUHFWO\�ZLWK�WKH�,0)�DQG�LQGLUHFWO\�WKURXJK
%DQN�RI�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6��&RPPLWWHHV�

7KH�,0)�KDV�DGRSWHG�D�&RGH�RI�*RRG�3UDFWLFHV�RQ
)LVFDO�7UDQVSDUHQF\��ZKLFK�$XVWUDOLD�DOUHDG\�FRPSOLHV
ZLWK��WKURXJK�WKH�&KDUWHU�RI�%XGJHW�+RQHVW\��

$XVWUDOLD��$35$��5%$��$6,&�	�7UHDVXU\��LV
FRQWULEXWLQJ�WR�WKH�GHYHORSPHQW�RI�,0)�&RGH�RQ
7UDQVSDUHQF\�LQ�0RQHWDU\�DQG�)LQDQFLDO�3ROLFLHV�

7UHDVXU\�KDV�DFWLYHO\�FRQWULEXWHG�WR�WKH�2(&'·V
&RUSRUDWH�*RYHUQDQFH�3ULQFLSOHV�HQGRUVHG�E\�2(&'
0LQLVWHUV�LQ�0D\������

,$6&�KDV�FRPSOHWHG�LWV�FRUH�VHW�RQ�LQWHUQDWLRQDO
DFFRXQWLQJ�VWDQGDUGV�



��

,GHQWLILHG�6SHFLILF�5HFRPPHQGDWLRQV $FWLRQ�3ODQ 3URJUHVV�7R�'DWH

�� $XVWUDOLD�VKRXOG�SURPRWH�WKH�QHHG�IRU�WKH
LQWHUQDWLRQDO�FRPPXQLW\�WR�EHWWHU�FRRUGLQDWH�WKH
SURYLVLRQ�RI�WHFKQLFDO�DVVLVWDQFH���7KH�:RUOG�%DQN�
LQ�FORVH�FRRSHUDWLRQ�ZLWK�RWKHU�,QWHUQDWLRQDO
)LQDQFLDO�,QVWLWXWLRQV��,),V���FRXOG�WDNH�WKH�OHDG�LQ
LPSURYLQJ�WKH�FRRUGLQDWLRQ�RI�VXFK�DVVLVWDQFH�

$XVWUDOLD�WR�SURSRVH�D�¶&OHDULQJ�+RXVH�)DFLOLW\·�WR
HQVXUH�EHWWHU�FR�RUGLQDWLRQ�RI�WHFKQLFDO�DVVLVWDQFH�LQ
FRXQWULHV�DIIHFWHG�E\�WKH�$VLDQ�&ULVLV�WR�$LG
0LQLVWHULDO�PHHWLQJ����0DUFK�������

&OHDULQJ�+RXVH�)DFLOLW\��WKH�¶$VLD�5HFRYHU\�,QIRUPDWLRQ
&HQWHU·�RU�$5,&��HQGRUVHG�E\�$LG�0LQLVWHULDO�0HHWLQJ�
7KLV�&HQWHU�ZLOO�EH�KRXVHG�LQ�WKH�$VLDQ�'HYHORSPHQW
%DQN��$'%��DQG�LV�H[SHFWHG�WR�EH�LPSOHPHQWHG�LQ�D
VHTXHQWLDO�PDQQHU�IURP�-XO\������

*��)LQDQFH�0LQLVWHUV��LQ�WKHLU�5HSRUW�WR�/HDGHUV�DW�WKH
&RORJQH�6XPPLW�LQ�-XQH�������KDYH�FDOOHG�RQ�WKH
)LQDQFLDO�6WDELOLW\�)RUXP��)6)��WR�FRQVLGHU�ZD\V�WR
LPSURYH�FR�RUGLQDWLRQ�RI�WHFKQLFDO�DVVLVWDQFH��LQFOXGLQJ
WKURXJK�DQ�LQWHUQDWLRQDO�FOHDULQJ�KRXVH�PHFKDQLVP�

�� ,0)�VKRXOG�SUHSDUH�D�7UDQVSDUHQF\�5HSRUW�IRU
HDFK�FRXQWU\�LQ�WKH�FRQWH[W�RI�LWV�$UWLFOH�,9
FRQVXOWDWLRQV���&RXQWULHV�FRXOG��KRZHYHU��DOVR
SUHSDUH�DQG�SXEOLVK�LQGLYLGXDO�UHSRUWV�RQ�WKH�H[WHQW
WR�ZKLFK�WKH\�PHHW�UHFRJQLVHG�GLVFORVXUH�VWDQGDUGV�
$XVWUDOLD�FRXOG�WDNH�WKH�OHDG�LQ�WKH�SUHSDUDWLRQ�RI�D
7UDQVSDUHQF\�5HSRUW�DQG�SURYLGH�D�IRUPDW�IRU�RWKHU
FRXQWULHV�WR�IROORZ�

$XVWUDOLDQ�¶PRGHO·�7UDQVSDUHQF\�5HSRUW�UHOHDVHG�DW�WKH
0DQLOD�)UDPHZRUN�*URXS�PHHWLQJ��������0DUFK�������

$W�WKH�,0)�,&�DQG�$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ�
WKH�7UHDVXUHU�XUJHG�RWKHU�FRXQWULHV�WR�SUHSDUH
VHOI�DVVHVVPHQW�WUDQVSDUHQF\�UHSRUWV�DQG�VXSSRUWHG�WKH
LGHD�RI�LQGHSHQGHQW�DVVHVVPHQW�RI�WKHVH�E\�WKH�,0)�
7KH�)XQG�KDV�SUHSDUHG�DVVHVVPHQWV�IRU�WKH�8.�DQG
$UJHQWLQD���7KH�([HFXWLYH�%RDUG�RI�WKH�,0)�ZLOO
GLVFXVV�IXUWKHU�WKH�LVVXH�RI�WUDQVSDUHQF\�UHSRUWV�EDVHG
RQ�D�VHFRQG�URXQG�RI�H[SHULPHQWDO�FDVH�VWXGLHV�WR�EH
FRQFOXGHG�EHIRUH�WKH������$QQXDO�0HHWLQJV�

�� $OO�FRXQWULHV�WR�EH�HQFRXUDJHG�WR�PHHW�%&%6
VWDQGDUGV�IRU�EDQNLQJ���7KHVH�VWDQGDUGV�WR�EH
UHJXODUO\�UHYLHZHG�LQ�D�FROODERUDWLYH�PDQQHU�ZLWK
QRQ�*���FRXQWULHV��LQFOXGLQJ�KRZ�WKH�VWDQGDUGV
FRXOG�EH�PRGLILHG�WR�HQFRXUDJH�VXSHUYLVHG
LQVWLWXWLRQV�WR�PDLQWDLQ�DQG�DSSO\�DGHTXDWH�ULVN
PDQDJHPHQW�SURFHGXUHV���$XVWUDOLD�FRXOG�RIIHU�WR�DFW
DV�D�UHJLRQDO�FRRUGLQDWRU�IRU�VXEPLVVLRQV�WR�D�%&%6
UHYLHZ�RI�FDSLWDO�VWDQGDUGV�

([HFXWLYH�0HHWLQJ�RI�(DVW�$VLD�3DFLILF�&HQWUDO�%DQN
�(0($3��'HSXWLHV�KDYH�HQGRUVHG�D�SURSRVDO�IURP�WKH
:RUNLQJ�*URXS�RQ�%DQN�6XSHUYLVLRQ�WKDW�WKHUH�EH�D
FRRUGLQDWHG�MRLQW�VXEPLVVLRQ�IURP�(0($3�FRXQWULHV�
7KLV�VXEPLVVLRQ�ZLOO�EH�FRQVLGHUHG�DW�WKH�QH[W�:RUNLQJ
*URXS�PHHWLQJ�WR�EH�FKDLUHG�E\�$XVWUDOLD�LQ�WKH��QG�KDOI
RI������



��

,GHQWLILHG�6SHFLILF�5HFRPPHQGDWLRQV $FWLRQ�3ODQ 3URJUHVV�7R�'DWH

�� ([WHUQDO�VXUYHLOODQFH�RI�D�FRXQWU\·V�VXSHUYLVRU\
DUUDQJHPHQWV�FRXOG�EH�SDUW�RI�WKH�,0)·V�$UWLFOH�,9
FRQVXOWDWLRQV���7KH�FRQFHSW�RI�SHHU�UHYLHZV�FRXOG�EH
IDFLOLWDWHG�E\�D�QHZ�LQWHUQDWLRQDO�VHFUHWDULDW��SHUKDSV
MRLQWO\�VSRQVRUHG�E\�WKH�,0)�DQG�:RUOG�%DQN�DQG
RWKHU�,),V�ZLWK�GHWDLOHG�H[SHUWLVH�LQ�PRQLWRULQJ
VXSHUYLVRU\�DUUDQJHPHQWV�

$XVWUDOLDQ�UHSUHVHQWDWLYHV�WR�PDNH�DSSURSULDWH
UHSUHVHQWDWLRQV�LQ�UHOHYDQW�LQWHUQDWLRQDO�IRUD�
LQFOXGLQJ�WKH�*��¶2XWUHDFK·�6HPLQDUV�����0DUFK�����
DQG�GXULQJ�WKH�¶6SULQJ·�0HHWLQJV�RI�WKH�,0)��DQG�WKH
,&�'HSXWLHV�0HHWLQJ��PLG�$SULO�������

$XVWUDOLD�KDV�VSRNHQ�LQ�VXSSRUW�RI�D�VWURQJHU�¶ILQDQFLDO
V\VWHP�IRFXV·�LQ�WKH�)XQG·V�$UWLFOH�,9�VXUYHLOODQFH
DFWLYLWLHV���7KH�)XQG�KDV�XQGHUWDNHQ�WR�SUHSDUH
¶ILQDQFLDO�V\VWHP�VWDELOLW\�DVVHVVPHQWV·��RQ�D�WULDO�EDVLV��

$XVWUDOLD�LQFOXGHG�D�VHFWLRQ�RQ�VXSHUYLVRU\
DUUDQJHPHQWV�LQ�LWV�VHOI�DVVHVVPHQW�7UDQVSDUHQF\
5HSRUW�

��� &RQVLGHUDWLRQ�WR�EH�JLYHQ�WR�LQFUHDVLQJ�WKH�OHYHO
RI�FRRSHUDWLRQ�EHWZHHQ�WKH�*RYHUQPHQW��$XVWUDOLDQ
ILQDQFLDO�LQVWLWXWLRQV�DQG�SULYDWH�VHFWRU�RUJDQLVDWLRQV
LQ�WKH�SURYLVLRQ�RI�WHFKQLFDO�DVVLVWDQFH�WR�WKH�UHJLRQ�

$XVWUDOLDQ�UHSUHVHQWDWLYHV�WR�XUJH�EHWWHU�FR�RUGLQDWLRQ
LQ�DSSURSULDWH�UHJLRQDO�IRUXPV��ERWK�SXEOLF�DQG
SULYDWH�

¶&RUSRUDWH�*RYHUQDQFH·�SDFNDJH�DQQRXQFHG�E\�WKH
7UHDVXUHU�DW�WKH�$3(&�)LQDQFH�0LQLVWHUV�PHHWLQJ�LV�D
ZHOO�FRRUGLQDWHG�VHW�RI�SXEOLF�DQG�SULYDWH�VHFWRU
LQLWLDWLYHV�

��� $�VXLWDEO\�FRQVWLWXWHG�7DVNIRUFH��DV�FDOOHG�IRU�E\
WKH�$3(&�/HDGHUV·�0HHWLQJ�LQ�������VKRXOG�EH
IRUPHG�WR�H[DPLQH�WKH�VXSHUYLVLRQ�RI�KLJKO\
OHYHUDJHG�LQVWLWXWLRQDO�LQYHVWRUV��+/,V��DQG�KHGJH
IXQGV��SDUWLFXODUO\�LQ�WKH�FRQWH[W�RI�WKHLU�H[SRVXUHV
WR�EDQNV�DQG�RWKHU�UHJXODWHG�ERGLHV�

7KLV�LVVXH�ZLOO�EH�GLVFXVVHG�LQ�D�UDQJH�RI�LQWHUQDWLRQDO
IRUXPV��LQFOXGLQJ�WKH�*��¶2XWUHDFK·�6HPLQDUV�
(0($3�DQG�WKH�)6)����3DUDOOHO�WR�WKHVH�VHVVLRQV�
$35$�5%$�7UHDVXU\��ZLWK�5%$�OHDGLQJ��VKRXOG
XQGHUWDNH�IXUWKHU�GLVFXVVLRQV�ZLWK�WKH�86�DQG�RWKHUV
RQ�KRZ�WKH�5HFRPPHQGDWLRQ�VKRXOG�EH�SURJUHVVHG�

7KLV�UHFRPPHQGDWLRQ�KDV�EHHQ�PHW�E\�WKH
HVWDEOLVKPHQW�RI�D�ZRUNLQJ�JURXS�RQ�+/,V�E\�WKH�)6)
�WKH�5%$�LV�UHSUHVHQWHG�RQ�WKLV����7KLV�JURXS�ZLOO�UHSRUW
WR�WKH�QH[W�)6)�PHHWLQJ�����6HSWHPEHU�������

7KH�5%$�KDV�DOVR�EHHQ�DFWLYH�LQ���%,6�JURXSV�RQ�WKLV
LVVXH�

� 7KH�¶)LVKHU�*URXS·�RQ�7UDQVSDUHQF\�5HJDUGLQJ
,QGLYLGXDO�3RVLWLRQV��ZKLFK�FRPSOHWHG�LWV�ZRUN�LQ
0DUFK��,WV�UHFRPPHQGDWLRQV�KDYH�EHHQ�HQGRUVHG�E\
LWV�%,6�SDUHQW�FRPPLWWHH�DQG�UHIOHFWHG�LQ�WKH�5HSRUW
RI�WKH�86�3UHVLGHQW·V�:RUNLQJ�*URXS�RQ�)LQDQFLDO
0DUNHWV�

� 7KH�¶3DWDW�*URXS·�RQ�7UDQVSDUHQF\�RI�$JJUHJDWH
3RVLWLRQV���,Q�-XQH�������WKH�UHFRPPHQGDWLRQV�RI
WKLV�*URXS·V�UHSRUW�ZHUH�HQGRUVHG�E\�LWV�%,6�SDUHQW
FRPPLWWHH��ZLWK�FRQVXOWDWLRQ�RQ�LPSOHPHQWDWLRQ�RI
LWV�SURSRVDOV�WR�IROORZ�RYHU�WKH�QH[W�����PRQWKV�

7KH�%&%6�KDV�UHFHQWO\�LVVXHG�D�UHSRUW�RQ�¶6RXQG
3UDFWLFHV�IRU�%DQN·V�,QWHUDFWLRQV�ZLWK�+LJKO\�/HYHUDJHG
,QVWLWXWLRQV·�

7KH�5%$�SUHSDUHG�D�SDSHU�IRU�WKH�0DUFK������(0($3
DQG�0DQLOD�)UDPHZRUN�*URXS�PHHWLQJV�RQ�WKH
H[SRVXUHV�RI�UHJXODWHG�ILQDQFLDO�LQVWLWXWLRQV�WR�+/,V�
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��� $�SURSHUO\�FRQVWLWXWHG�ZRUNLQJ�JURXS�WR�EH
IRUPHG�WR�GHYHORS�VXJJHVWLRQV�IRU�LPSURYHG�FULVLV
PDQDJHPHQW��LQFOXGLQJ�WKURXJK�LQYROYLQJ�WKH�SULYDWH
VHFWRU�DW�DQ�HDUO\�VWDJH���$Q�$3(&�ZRUNLQJ�JURXS
H[DPLQLQJ�WKLV�PDWWHU�ZRXOG�DOVR�PDLQWDLQ�WKH
PRPHQWXP�IRU�UHIRUP�

$XVWUDOLDQ�UHSUHVHQWDWLYHV�WR�PDNH�UHSUHVHQWDWLRQV�LQ
XSFRPLQJ�GLVFXVVLRQV��LQFOXGLQJ�WKH�*��¶2XWUHDFK·
6HPLQDU�����0DUFK�������%RQQ���WKH�0DQLOD
)UDPHZRUN�*URXS�PHHWLQJ��������0DUFK������
0HOERXUQH��DQG�,0)�,&�'HSXWLHV·�PHHWLQJ
�PLG�$SULO�������:DVKLQJWRQ����7KLV�LVVXH�FRXOG�EH
SXUVXHG�WKURXJK�$3(&�)LQDQFH�0LQLVWHUV�LI�RWKHU
IRUD�IDLO�WR�PDNH�VXIILFLHQW�SURJUHVV�

$3(&�)LQDQFH�0LQLVWHUV��DW�/DQJNDZL�LQ�0D\������
FDOOHG�IRU�¶IXUWKHU�SUDFWLFDO�ZRUN�IRU�V\VWHPDWLFDOO\
HQJDJLQJ�WKH�SULYDWH�VHFWRU�LQ�FULVLV�SUHYHQWLRQ�DQG
UHVROXWLRQ�·��7KH�*��WRRN�WKLV�RQH�VWHS�IXUWKHU�LQ
&RORJQH��-XQH�������E\�FDOOLQJ�IRU�¶DJUHHPHQW�RQ�D
EURDG�IUDPHZRUN·�IRU�SULYDWH�VHFWRU�LQYROYHPHQW�
VHWWLQJ�RXW�LQ�DGYDQFH�¶SULQFLSOHV��FRQVLGHUDWLRQV�DQG�D
EURDG�UDQJH�RI�WRROV·�

7KLV�UHFRPPHQGDWLRQ�LV�EHLQJ�WDNHQ�XS�LQ�WKH�,0)�
ZKLFK�LV�SXUVXLQJ�D�FRPSUHKHQVLYH�ZRUN�SURJUDP�RQ
FULVLV�SUHYHQWLRQ�PHDVXUHV���$�QHZ�FRQWLQJHQW�FUHGLW�OLQH
�&&/��ZDV�DSSURYHG�DW�WKH����$SULO������,QWHULP
&RPPLWWHH�PHHWLQJ�

��� (QFRXUDJHPHQW�WR�EH�JLYHQ�WR�LQWHUQDWLRQDO
HIIRUWV�WR�LQFUHDVH�WUDGH�ILQDQFLQJ�IRU�WKH�FULVLV
HFRQRPLHV��DV�ZHOO�DV�DFFHOHUDWLQJ�WKH�SDFH�RI�EDQN
DQG�FRUSRUDWH�UHVWUXFWXULQJ���$Q�LPSRUWDQW
FRQWULEXWLRQ�$XVWUDOLD�FDQ�PDNH�LV�SURPRWLQJ
WHFKQLFDO�DVVLVWDQFH�WR�IDFLOLWDWH�EDQN�DQG�FRUSRUDWH
UHVWUXFWXULQJ�

7R�EH�SXUVXHG�WKURXJK�RXU�UHSUHVHQWDWLYHV�LQ�WKH�,0)
DQG�GHYHORSPHQW�EDQNV��SDUWLFXODUO\�WKH�$'%��
WKURXJK�WKH�DFWLYLWLHV�RI�WKH�([SRUW�)LQDQFH�DQG
,QYHVWPHQW�&RUSRUDWLRQ��(),&��DQG�WKURXJK�OREE\LQJ
RI�PDMRU�GRQRUV��VXFK�DV�-DSDQ��H�J��0L\D]DZD
,QLWLDWLYH��$VLDQ�*URZWK�DQG�5HFRYHU\�,QLWLDWLYH
�$*5,���

7KH�VHFRQG�SDUW�RI�WKH�UHFRPPHQGDWLRQ��EDQN�DQG
FRUSRUDWH�UHVWUXFWXULQJ��FDQ�EH�WDNHQ�IRUZDUG�XQGHU
$XVWUDOLD·V���$���PLOOLRQ��(FRQRPLF�*RYHUQDQFH
,QLWLDWLYH�

7KLV�UHFRPPHQGDWLRQ�KDV�DOUHDG\�EHHQ�PHW��ZLWK
$XVWUDOLD�SURYLGLQJ�VXEVWDQWLDO�WUDGH�ILQDQFH�DQG
WHFKQLFDO�DVVLVWDQFH�WR�FULVLV�DIIHFWHG�FRXQWULHV��WKH�ODWWHU
WKURXJK�WKH�(FRQRPLF�*RYHUQDQFH�,QLWLDWLYH�DQG�WKH
GLUHFW�WUDLQLQJ�HIIRUWV�RI�WKH�5%$��$35$��$6,&�DQG
$XVWUDOLDQ�6WRFN�([FKDQJH��$6;��

$XVWUDOLD�KDV�HQFRXUDJHG�DFWLYDWLRQ�RI�$*5,�LQ�VXSSRUW
RI�FULVLV�DIIHFWHG�FRXQWULHV·�ILQDQFLDO�DQG�FRUSRUDWH
UHVWUXFWXULQJ�HIIRUWV�

��� $XVWUDOLD�VKRXOG�SURSRVH�WKDW�8QLWHG�1DWLRQV
&RPPLVVLRQ�RQ�,QWHUQDWLRQDO�7UDGH�/DZ
�81&,75$/��WR�XQGHUWDNH�WKH�GHYHORSPHQW�RI�DQ
LQWHUQDWLRQDO�PRGHO�ODZ�RQ�LQVROYHQF\�DQG�SDUWLFLSDWH
LQ�PRQLWRULQJ�LPSOHPHQWDWLRQ�

,Q�UHVSRQVH�WR�UHSUHVHQWDWLRQV�IURP�$XVWUDOLDQ
UHSUHVHQWDWLYHV��81&,75$/�KDV�HVWDEOLVKHG�D�ZRUNLQJ
JURXS�WR�H[DPLQH�WKH�IHDVLELOLW\�RI�$XVWUDOLD·V�SURSRVDO
IRU�D�PRGHO�LQVROYHQF\�ODZ���7KLV�ZLOO�PHHW�IRU�WKH�ILUVW
WLPH�LQ�'HFHPEHU������

$XVWUDOLD�KDV�DOVR�JDLQHG�2(&'�DQG�$3(&�)LQDQFH
0LQLVWHUV�HQGRUVHPHQW�WR�KRVW�D�MRLQW�$3(&�2(&'
,QVROYHQF\�:RUNVKRS�LQ�$XVWUDOLD�ODWHU�WKLV�\HDU�
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��� $XVWUDOLD�WR�H[WHQG�WHFKQLFDO�DVVLVWDQFH�LQ�WHUPV�RI
WKH�VXSHUYLVLRQ�RI�VRYHUHLJQ�ERQG�PDUNHWV�DQG�WKH
SURYLVLRQ�RI�HIILFLHQW�UHJLVWU\�DQG�VHWWOHPHQW�V\VWHPV�
$XVWUDOLD�WR�SURSRVH�D�ZRUNLQJ�JURXS��*����RU�$3(&�
WR�FRQVXOW�RQ�LVVXHV�UHODWLQJ�WR�GHEW�PDQDJHPHQW�LQ
HPHUJLQJ�HFRQRPLHV��GUDZLQJ�RQ�WKH�2(&'�:RUOG
%DQN�ZRUNVKRS�RQ�WKH�GHYHORSPHQW�RI�IL[HG�LQFRPH
VHFXULWLHV�PDUNHWV�LQ�HPHUJLQJ�PDUNHW�HFRQRPLHV�

7KH�$'%�SURYLGHV�D�FRQVLGHUDEOH�DPRXQW�RI�WHFKQLFDO
DVVLVWDQFH�IRU�FRXQWULHV�WR�GHYHORS�WKHLU�GRPHVWLF�FDSLWDO
PDUNHWV��LQFOXGLQJ�.RUHD��,QGRQHVLD��,QGLD��%DQJODGHVK�
3DNLVWDQ��7KDLODQG��0DOD\VLD�DQG�WKH�3KLOLSSLQHV����7KH
$'%�LV�DOVR�DVVLVWLQJ�+RQJ�.RQJ�LQ�WKH�ZRUN�LW�LV�GRLQJ
ZLWKLQ�$3(&�RQ�FOHDUDQFH�DQG�VHWWOHPHQW�V\VWHPV�

$XVWUDOLD�LV�SURYLGLQJ�WHFKQLFDO�DVVLVWDQFH�WR�UHJLRQDO
HFRQRPLHV�WKURXJK�WKH�5%$�

$�7UHDVXU\�RIILFHU�KDV�EHHQ�VHFRQGHG�WR�WKH�,0)�WR
SURYLGH�WHFKQLFDO�DVVLVWDQFH�WR�WKH�,QGRQHVLDQ�0LQLVWU\�RI
)LQDQFH�DQG�&HQWUDO�%DQN�RQ�ILQDQFLQJ�WKH
UHFDSLWDOLVDWLRQ�RI�WKH�,QGRQHVLDQ�EDQNLQJ�VHFWRU�ZKLFK
LQYROYHV�WKH�HVWDEOLVKPHQW�RI�D�*RYHUQPHQW�ERQG�PDUNHW
LQ�,QGRQHVLD�

$XVWUDOLD�LV�FRQWULEXWLQJ�WR�DQ�$3(&�)LQDQFH�0LQLVWHUV·
LQLWLDWLYH�RQ�WKH�GHYHORSPHQW�RI�GRPHVWLF�ERQG�PDUNHWV
�IRU�H[DPSOH�SURYLGLQJ�PDWHULDO�RQ�PDUNHW�LQIUDVWUXFWXUH
DQG�OLTXLGLW\�IRU�LQFOXVLRQ�LQ�D�FRPSHQGLXP�RI�VRXQG
SUDFWLFHV����$�FRPSHQGLXP�LV�EHLQJ�SUHSDUHG�RQ�HVVHQWLDO
HOHPHQWV�LQ�WKH�GHYHORSPHQW�RI�VRXQG�ERQG�PDUNHWV��GXH
LQ�$XJXVW�������

��� $3(&�WR�FRQVLGHU�KRZ�JUHDWHU�WUDQVSDUHQF\�ZLWK
UHVSHFW�WR�IRUHLJQ�LQYHVWPHQW�ODZV�DQG�SROLFLHV�FDQ
LQFUHDVH�D�FRXQWU\·V�DWWUDFWLYHQHVV�WR�IRUHLJQ�GLUHFW
LQYHVWPHQW�

(QVXUH�$3(&�,QYHVWPHQW�([SHUWV�*URXS��,(*�
GHOLYHUV�DQ�XSGDWHG�YHUVLRQ�RI�LWV�,QYHVWPHQW
*XLGHERRN�RQ�WLPH��$XJXVW�������DQG���PRUH
JHQHUDOO\���PDLQWDLQV�PRPHQWXP�LQ�WKLV�DUHD��&RQWLQXH
WR�SXVK�IRU�LPSOHPHQWDWLRQ�RI�OLEHUDOLVDWLRQ�RSWLRQV
RXWOLQHG�LQ�WKH�0HQX�RI�RSWLRQV�

(QFRXUDJH�$3(&�HFRQRPLHV�WR�LQFOXGH�WUDQVSDUHQF\
XQGHUWDNLQJV�LQ�DQ\�9$3�WKH\�RIIHU��VHH
5HFRPPHQGDWLRQ����

'HYHORSPHQW�RI�WKH������,QYHVWPHQW�*XLGHERRN�LV
RQ�WUDFN���7KH�,(*�KDV�HQGRUVHG�D�PHQX�RI
¶QRQ�ELQGLQJ·�LQYHVWPHQW�OLEHUDOLVDWLRQ�SURPRWLRQ
RSWLRQV�

,GHD�PD\�DOVR�EH�DEOH�WR�EH�DGYDQFHG�WKURXJK
FRQWULEXWLRQ�WR�ZRUN�RQ�1=�9ROXQWDU\�$FWLRQ�3ODQ��IRU
$3(&�)LQDQFH�0LQLVWHUV��RQ�)UHHU�DQG�0RUH�6WDEOH
&DSLWDO�)ORZV�
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��� $XVWUDOLD�VKRXOG�SURPRWH�JHQHUDO�LPSURYHPHQWV�LQ
FRUSRUDWH�JRYHUQDQFH��LQFOXGLQJ�WKURXJK�LWV�FXUUHQW
$3(&�)LQDQFH�0LQLVWHUV�FRQWH[W��DQG�WKURXJK
ELODWHUDO�DVVLVWDQFH�

7UHDVXU\�WR�FRQWULEXWH�WR�FRPSOHWLRQ�DQG�VXEVHTXHQW
GLVVHPLQDWLRQ�RI�WKH�2(&'�*XLGHOLQHV�RQ�&RUSRUDWH
*RYHUQDQFH��VHH�5HFRPPHQGDWLRQ���DERYH��

$3(&�&RUSRUDWH�*RYHUQDQFH�,QLWLDWLYH�VKRXOG�EH
FRPSOHWHG�IRU�HQGRUVHPHQW�E\�$3(&�)LQDQFH
0LQLVWHUV�DW�WKHLU�QH[W�PHHWLQJ��������0D\�������

5HFRPPHQGDWLRQ�KDV�EHHQ�VXEVWDQWLDOO\�LPSOHPHQWHG
WKURXJK�$XVWUDOLD·V�DFWLYH�SDUWLFLSDWLRQ�LQ�WKH
0DOD\VLDQ�OHG�$3(&�&RUSRUDWH�*RYHUQDQFH�,QLWLDWLYH�
RXU�FRQWULEXWLRQ�WR�GHYHORSPHQW�RI�WKH�2(&'
&RUSRUDWH�*RYHUQDQFH�3ULQFLSOHV��DQQRXQFHG�LQ
0D\�������DQG�D�SDFNDJH�RI�FRUSRUDWH�JRYHUQDQFH
PHDVXUHV�DQQRXQFHG�E\�WKH�7UHDVXUHU�DW�WKH�$3(&
)LQDQFH�0LQLVWHUV·�PHHWLQJ��������0D\�������

��� 6XSSRUW�DQG�HQFRXUDJHPHQW�RI�HIIRUWV�E\�WKH�,0)
DQG�:RUOG�%DQN�WR�DFKLHYH�FORVHU�FROODERUDWLRQ�LQ
WHUPV�RI�WKH�GHYHORSPHQW�RI�LQQRYDWLYH�DQG�IOH[LEOH
ILQDQFLDO�VXSSRUW�IDFLOLWLHV�

$SSURSULDWH�VXSSRUW�DQG�HQFRXUDJHPHQW�WR�EH�RIIHUHG
LQ�XSFRPLQJ�,0)�DQG�:RUOG�%DQN�([HFXWLYH�%RDUG
PHHWLQJV�DQG�DQQXDO�,0)�:RUOG�%DQN�6SULQJ�0HHWLQJV
�������$SULO�������:DVKLQJWRQ��

7KLV�UHFRPPHQGDWLRQ�KDV�EHHQ�VXEVWDQWLDOO\�PHW�

$W�WKH�,0)�:RUOG�%DQN�6SULQJ�0HHWLQJV
�������$SULO�������DQG�PRUH�JHQHUDOO\��$XVWUDOLDQ
UHSUHVHQWDWLYHV�FDOOHG�IRU�LPSURYHG�FROODERUDWLRQ�EHWZHHQ
WKH�)XQG�DQG�%DQN�

$XVWUDOLD�KDV�VXSSRUWHG�²�DQG�ZHOFRPHG�²�LQQRYDWLYH
ILQDQFLDO�IDFLOLWLHV�GHYHORSHG�E\�WKH�:RUOG�%DQN��6SHFLDO
6WUXFWXUDO�$GMXVWPHQW�/RDQV��D�SLORW�SURJUDP�RI
SROLF\�EDVHG�JXDUDQWHHV��DQG�WKH�,0)��&&/��

��� &RQVLGHUDWLRQ�WR�EH�JLYHQ�WR�FRQYHQLQJ�D�)LQDQFLDO
6HFWRU�3ROLF\�)RUXP��ZKLFK�ZRXOG�KDYH�ZLGH
UHSUHVHQWDWLRQ�VLPLODU�WR�WKDW�RI�WKH�*����ZKLFK�ZRXOG
GLVFXVV�ILQDQFLDO�VHFWRU�SROLF\�LVVXHV�DQG�ZRXOG
LQYROYH�QDWLRQDO�DXWKRULWLHV��LQWHUQDWLRQDO�UHJXODWRU\
ERGLHV��H�J��%,6���WKH�,),V��H�J��,0)��:RUOG�%DQN��DQG�
DV�DSSURSULDWH��UHSUHVHQWDWLYHV�IURP�WKH�SULYDWH�VHFWRU�
7KH�)RUXP�FRXOG�EH�VSRQVRUHG�E\�WKH�,),V��EXW�QRW
IRUP�SDUW�RI�WKHP��WR�SURYLGH�LQSXW�WR�WKHLU�VSHFLILF
FRXQWU\�ZRUN�RQ�ILQDQFLDO�PDUNHW�PDWWHUV�

7KLV�UHFRPPHQGDWLRQ�KDV�EHHQ�¶RYHUWDNHQ·�E\�WKH
HVWDEOLVKPHQW�RQ�WKH�)6)��ZKLFK�ZDV�HQGRUVHG�E\�*�
)LQDQFH�0LQLVWHUV�DQG�&HQWUDO�%DQN�*RYHUQRUV�RQ
���)HEUXDU\�������

2Q����-XQH������LW�ZDV�DQQRXQFHG�WKDW�$XVWUDOLD��DORQJ
ZLWK�+RQJ�.RQJ��6LQJDSRUH�DQG�WKH�1HWKHUODQGV�KDG
EHHQ�LVVXHG�LQYLWDWLRQV�WR�SDUWLFLSDWH�LQ�WKH�)6)�

$XVWUDOLD�DOUHDG\�SDUWLFLSDWHV�LQ�RQH�RI�WKH�)6)·V��
ZRUNLQJ�JURXSV�

��� $XVWUDOLD�VKRXOG�FRQWLQXH�WR�ZRUN�DFWLYHO\�LQ
UHJLRQDO�HFRQRPLF�IRUD��VXFK�DV�$3(&��(0($3�DQG
WKH�0DQLOD�)UDPHZRUN�*URXS�WR�DGYDQFH�UHIRUP
LQLWLDWLYHV���0DQLOD�)UDPHZRUN�DOVR�SURYLGHV�WKH
FDSDFLW\�WR�DGGUHVV�¶KRW�LVVXHV
�DW�VKRUW�QRWLFH�
$XVWUDOLD
V�KRVWLQJ�RI�WKH�0DQLOD�)UDPHZRUN�*URXS
PHHWLQJ�LQ�0DUFK������DOVR�SURYLGHV�WKH�RSSRUWXQLW\
WR�DGYDQFH�VRPH�RI�WKH�UHIRUP�SURSRVDOV��VXFK�DV�WKH
FRQFHSW�RI�FRXQWULHV�SUHSDULQJ�7UDQVSDUHQF\�5HSRUWV�

5HFRPPHQGDWLRQ�PHW�E\�VXFFHVVIXO�0DQLOD�)UDPHZRUN
*URXS�PHHWLQJ��0DUFK��������DW�ZKLFK�$XVWUDOLD·V
VHOI�DVVHVVPHQW�7UDQVSDUHQF\�5HSRUW�ZDV�UHOHDVHG�
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$JRVLQ��0�5��DQG�)IUHQFK�'DYLV��5����������¶0DQDJLQJ�FDSLWDO�IORZV�LQ�/DWLQ�$PHULFD·�

FRQWDLQHG�LQ�7KH�7RELQ�WD[��FRSLQJ�ZLWK�ILQDQFLDO�YRODWLOLW\��XO�+DT��0���.DXO��,��DQG�*UXQEHUJ��,�

�HGV���2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�DQG�2[IRUG��SS���������

$QGHUVHQ��3�6����������*OREDOLVDWLRQ�DQG�)LQDQFLDO�,QWHJUDWLRQ��6RPH�OHVVRQV�IRU�0RQHWDU\�3ROLF\�DQG

([FKDQJH�5DWHV�%DVHG�RQ�5HFHQW�,QWHUQDWLRQDO�([SHULHQFH��(FRQRPLF�3ODQQLQJ�&RXQFLO�RI

$XVWUDOLD��(3$&��&RPPLVVLRQ�3DSHU�1R�����(3$&��&DQEHUUD�

$3(&���������6L[WK�)LQDQFH�0LQLVWHUV�0HHWLQJ�²�-RLQW�0LQLVWHULDO�6WDWHPHQW��/DQJNDZL��0DOD\VLD�

������0D\�

$UJ\��)����������)LQDQFLDO�GHUHJXODWLRQ��SDVW�SURPLVH��IXWXUH�UHDOLWLHV��&RPPLWWHH�IRU�WKH�(FRQRPLF

'HYHORSPHQW�RI�$XVWUDOLD��&('$��5HVHDUFK�6WXG\��&('$��0HOERXUQH�

$UJ\��)����������¶7KH�LQWHJUDWLRQ�RI�ZRUOG�FDSLWDO�PDUNHWV��VRPH�HFRQRPLF�DQG�VRFLDO

LPSOLFDWLRQV·��$XVWUDOLDQ�(FRQRPLF�3DSHUV��������-XQH��SS������

$UJ\��)����������$XVWUDOLD�DW�WKH�&URVVURDGV��$OOHQ�	�8QZLQ��6W�/HRQDUGV��$XVWUDOLD�

$XVWUDOLDQ�%XUHDX�RI�6WDWLVWLFV��YDULRXV���%DODQFH�RI�3D\PHQWV�DQG�,QWHUQDWLRQDO�,QYHVWPHQW

3RVLWLRQ��&DWDORJXH�1R����������$*36��&DQEHUUD�

$XVWUDOLDQ�)LQDQFLDO�6\VWHP�,QTXLU\���������$XVWUDOLDQ�)LQDQFLDO�6\VWHP��)LQDO�5HSRUW�RI�WKH

&RPPLWWHH�RI�,QTXLU\�LQWR�WKH�$XVWUDOLDQ�)LQDQFLDO�6\VWHP���0U�-�.��&DPSEHOO��&KDLUPDQ���$*36�

&DQEHUUD�

%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6��$QQXDO�5HSRUW��YDULRXV��%,6��%DVOH��6ZLW]HUODQG�

%DVHO�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ���������$�1HZ�&DSLWDO�$GHTXDF\�)UDPHZRUN�

%DVHO�6ZLW]HUODQG��-XQH�

%DWWHOOLQR��5���%URDGEHQW��-��DQG�/RZH��3����������7KH�LPSOHPHQWDWLRQ�RI�PRQHWDU\�SROLF\�LQ

$XVWUDOLD��5HVHUYH�%DQN�RI�$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ�3DSHU�������6\GQH\�

%D\RXPL��7��DQG�0DF'RQDOG��5����������¶&RQVXPSWLRQ��LQFRPH�DQG�LQWHUQDWLRQDO�FDSLWDO

PDUNHW�LQWHJUDWLRQ·��,0)�6WDII�3DSHUV��������6HSWHPEHU��SS����������:DVKLQJWRQ�'&�

%RUODQG��-����������(DUQLQJV�,QHTXDOLW\�LQ�$XVWUDOLD��&KDQJHV�DQG�&DXVHV��&HQWUH�IRU�(FRQRPLF

3ROLF\�5HVHDUFK��&(35��PLPHR��/RQGRQ�

&DPGHVVXV��0���������6WDEOH�DQG�(IILFLHQW�)LQDQFLDO�6\VWHPV�IRU�WKH���VW�&HQWXU\��$�4XHVW�IRU

7UDQVSDUHQF\�DQG�6WDQGDUGV��;;,9WK�$QQXDO�&RQIHUHQFH�RI�,26&2�����0D\�

&DUHZ��(����������)DVW�0RQH\����$OOHQ�	�8QZLQ��6W�/HRQDUGV��$XVWUDOLD�



��

&DUOLQ��:��DQG�6RVNLFH��'����������0DFURHFRQRPLFV�DQG�WKH�:DJH�%DUJDLQ��D�PRGHUQ�DSSURDFK�WR

HPSOR\PHQW��LQIODWLRQ�DQG�WKH�H[FKDQJH�UDWH��2[IRUG�8QLYHUVLW\�3UHVV��2[IRUG��8.�

&DYHV��5�(��DQG�.UDXVH��/�%���HGV����������7KH�$XVWUDOLDQ�HFRQRP\��D�YLHZ�IURP�WKH�QRUWK�

%URRNLQJV�,QVWLWXWLRQ��*HRUJH�$OOHQ�DQG�8QZLQ��:DVKLQJWRQ�'&�

&HUQ\��3�*����������¶7KH�'\QDPLFV�RI�)LQDQFLDO�*OREDOL]DWLRQ��7HFKQRORJ\��0DUNHW

6WUXFWXUH�DQG�3ROLF\�5HVSRQVH·�3ROLF\�6FLHQFHV��������SS���������

&RPPRQZHDOWK�RI�$XVWUDOLD���������5HSRUW�RI�WKH�7DVN�)RUFH�RQ�,QWHUQDWLRQDO�)LQDQFLDO�5HIRUP�

$*36��&DQEHUUD�

&RPPRQZHDOWK�RI�$XVWUDOLD���������$XVWUDOLD�DQG�WKH�,0)����������$QQXDO�5HSRUW�WR�WKH

3DUOLDPHQW�XQGHU�WKH�,QWHUQDWLRQDO�0RQHWDU\�$JUHHPHQWV�$FW�������%\�WKH�+RQ��3HWHU�&RVWHOOR

03��7UHDVXUHU��$*36��&DQEHUUD�

&RPPRQZHDOWK�RI�$XVWUDOLD���������0DNLQJ�7UDQVSDUHQF\�7UDQVSDUHQW��$Q�$XVWUDOLDQ

$VVHVVPHQW��$*36��&DQEHUUD�

&RVWHOOR��7KH�+RQ��3����������¶7KH�&RPPRQZHDOWK·V�%XGJHW�3RVLWLRQ·��3UHVV�5HOHDVH�E\

WKH�7UHDVXUHU�RI�$XVWUDOLD��1R�������������0DUFK��&DQEHUUD�

&RVWHOOR��7KH�+RQ��3����������2SHQLQJ�$GGUHVV�²�0DQLOD�)UDPHZRUN�*URXS�0HHWLQJ�����0DUFK�

DYDLODEOH�DW�KWWS���ZZZ�WUHDVXU\�JRY�DX�

&RVWHOOR��7KH�+RQ��3����������$XVWUDOLD�WR�MRLQ�WKH�)LQDQFLDO�6WDELOLW\�)RUXP��3UHVV�UHOHDVH����

-XQH��DYDLODEOH�DW�KWWS���ZZZ�WUHDVXU\�JRY�DX�

'DYLV��.��DQG�/HZLV��0����������0RQHWDU\�3ROLF\�LQ�$XVWUDOLD��/RQJPDQ�&KHVKLUH��0HOERXUQH�

'DZNLQV��7KH�+RQ�-���������¶6SHHFK�E\�WKH�7UHDVXUHU��WKH�+RQ�-RKQ�'DZNLQV�03��WR�WKH

$XVWUDOLDQ�6RFLHW\�RI�&HUWLILHG�3UDFWLFLQJ�$FFRXQWDQWV��:$�'LYLVLRQ�·��3UHVV�5HOHDVH�E\�WKH

7UHDVXUHU�RI�$XVWUDOLD��1R������������$SULO��&DQEHUUD�

'HEHOOH��*��DQG�9LFNHU\��-����������,V�WKH�3KLOLSV�FXUYH�D�FXUYH��VRPH�HYLGHQFH�DQG�LPSOLFDWLRQV�IRU

$XVWUDOLD��5HVHUYH�%DQN�RI�$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ�3DSHU�������6\GQH\�

'RROH\��0�3����������¶7KH�7RELQ�WD[��JRRG�WKHRU\��ZHDN�HYLGHQFH��TXHVWLRQDEOH�SROLF\·�

FRQWDLQHG�LQ�7KH�7RELQ�WD[��FRSLQJ�ZLWK�ILQDQFLDO�YRODWLOLW\��XO�+DT��0���.DXO��,��DQG�*UXQEHUJ��,�

�HGV���2[IRUG�8QLYHUVLW\�3UHVV��1HZ�<RUN�DQG�2[IRUG��SS��������

'UXFNHU��3�)����������¶7KH�*OREDO�(FRQRP\�DQG�WKH�1DWLRQ�6WDWH·��)RUHLJQ�$IIDLUV�������

6HSW�2FW��SS���������

(DWZHOO�-����������,QWHUQDWLRQDO�FDSLWDO�OLEHUDOLVDWLRQ��WKH�LPSDFW�RQ�ZRUOG�GHYHORSPHQW��&HQWHU�IRU

(FRQRPLF�3ROLF\�$QDO\VLV��&(3$��:RUNLQJ�3DSHU�1R�����2FWREHU��1HZ�6FKRRO�IRU�6RFLDO

5HVHDUFK��1HZ�<RUN�
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(DWZHOO�-��DQG�7D\ORU�/����������7KH�3HUIRUPDQFH�RI�/LEHUDOL]HG�&DSLWDO�0DUNHWV��&HQWHU�IRU

(FRQRPLF�3ROLF\�$QDO\VLV��&(3$��:RUNLQJ�3DSHU�1R����6HSWHPEHU�������1HZ�6FKRRO�IRU

6RFLDO�5HVHDUFK��1HZ�<RUN�

(FRQRPLVW��7KH������������0DUFK��S����

(FRQRPLVW��7KH������D���¶&DOPLQJ�WKH�ZDWHUV·����0D\��S����

(FRQRPLVW��7KH������E���¶)LQDQFH�RQ�WKH�ORRVH·�����0D\��S����

(GH\��0��DQG�*UD\��%����������7KH�HYROYLQJ�VWUXFWXUH�RI�WKH�$XVWUDOLDQ�ILQDQFLDO�V\VWHP��5HVHUYH

%DQN�RI�$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ�3DSHU�������6\GQH\�

(GH\��0��DQG�+YLGLQJ��.����������$Q�DVVHVVPHQW�RI�ILQDQFLDO�UHIRUP�LQ�2(&'�FRXQWULHV�

2UJDQLVDWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW��2(&'���3DULV�

(LFKHQJUHHQ��%��DQG�:\SORV]��&����������¶7D[LQJ�ILQDQFLDO�WUDQVDFWLRQV�WR�HQKDQFH�WKH

RSHUDWLRQ�RI�WKH�LQWHUQDWLRQDO�PRQHWDU\�V\VWHP·��FRQWDLQHG�LQ�7KH�7RELQ�WD[��FRSLQJ�ZLWK

ILQDQFLDO�YRODWLOLW\��XO�+DT��0���.DXO��,��DQG�*UXQEHUJ��,���HGV���2[IRUG�8QLYHUVLW\�3UHVV��1HZ

<RUN�DQG�2[IRUG��SS�������

(YDQV��(����������(FRQRPLF�QDWLRQDOLVP�DQG�SHUIRUPDQFH��$XVWUDOLD�IURP�WKH�����V�WR�WKH�����V�

1LQWK�&ROLQ�&ODUN�0HPRULDO�/HFWXUH����-XQH��DYDLODEOH�DW�KWWS���ZZZ�WUHDVXU\�JRY�DX�

)HOGVWHLQ��0��DQG�+RULRND��&����������¶'RPHVWLF�VDYLQJ�DQG�LQWHUQDWLRQDO�FDSLWDO�IORZV·�

(FRQRPLF�-RXUQDO�����-XQH��SS���������

)LQDQFLDO�6\VWHP�,QTXLU\���������)LQDQFLDO�6\VWHP�,QTXLU\�)LQDO�5HSRUW���0U�6��:DOOLV�

&KDLUPDQ���$*36��&DQEHUUD�

)LW]*HUDOG��9�:����������1DWLRQDO�6DYLQJ��$�5HSRUW�WR�WKH�7UHDVXUHU��$*36��&DQEHUUD�

)UDVHU��%�:��������D����¶6RPH�DVSHFWV�RI�PRQHWDU\�SROLF\·��5HVHUYH�%DQN�RI�$XVWUDOLD

%XOOHWLQ��$SULO��SS�����

)UDVHU��%�:��������E����¶&XUUHQW�HFRQRPLF�GHYHORSPHQWV�LQ�$XVWUDOLD�³�D�EURDG

SHUVSHFWLYH·��5HVHUYH�%DQN�RI�$XVWUDOLD�%XOOHWLQ��2FWREHU��SS�������

)UDVHU��%�:����������0DQDJLQJ�JOREDO�HFRQRPLF�GLVRUGHU��:KLWODP�OHFWXUH�LQ�DVVRFLDWLRQ�ZLWK�WKH

$XVWUDOLDQ�)DELDQ�6RFLHW\�����)HEUXDU\�

*�����������5HSRUW�RI�WKH�)LQDQFH�0LQLVWHUV�RQ�6WUHQJWKHQLQJ�WKH�,QWHUQDWLRQDO�)LQDQFLDO�$UFKLWHFWXUH�

���-XQH�

*������������5HSRUW�RI�WKH�:RUNLQJ�*URXS�RQ�7UDQVSDUHQF\�DQG�$FFRXQWDELOLW\��%DQN�IRU

,QWHUQDWLRQDO�6HWWOHPHQWV��%DVOH�6ZLW]HUODQG����2FWREHU�

*UHHQVSDQ��$����������(IIRUWV�WR�LPSURYH�WKH�DUFKLWHFWXUH�RI�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP��%HIRUH

WKH�&RPPLWWHH�RQ�%DQNLQJ�DQG�)LQDQFLDO�6HUYLFHV��8�6��+RXVH�RI�5HSUHVHQWDWLYHV�����0D\�



��

*UHQYLOOH��6����������¶7KH�HYROXWLRQ�RI�ILQDQFLDO�GHUHJXODWLRQ·��FRQWDLQHG�LQ�7KH�GHUHJXODWLRQ�RI

ILQDQFLDO�LQWHUPHGLDULHV��0DFIDUODQH��,���HG���5HVHUYH�%DQN�RI�$XVWUDOLD��6\GQH\�

*UXHQ��'����������*OREDOLVDWLRQ�DQG�WKH�PDFURHFRQRP\��(FRQRPLF�3ODQQLQJ�$GYLVRU\�&RXQFLO

�(3$&��&RPPLVVLRQ�3DSHU��1R�����(3$&��&DQEHUUD�

*XLWLDQ��0����������¶(FRQRPLF�3ROLF\�,PSOLFDWLRQV�RI�*OREDO�)LQDQFLDO�)ORZV·��)LQDQFH�DQG

'HYHORSPHQW��������0DUFK��SS�������

+DUSHU��,�5����������¶:K\�ILQDQFLDO�GHUHJXODWLRQ"·��7KH�$XVWUDOLDQ�(FRQRPLF�5HYLHZ���VW

4XDUWHU��SS�������

+DUSHU��,�5����������¶0RQHWDU\�SROLF\�LQ�D�GHUHJXODWHG�ILQDQFLDO�V\VWHP·��7KH�$XVWUDOLDQ

(FRQRPLF�5HYLHZ���WK�4XDUWHU��SS�������

+DUYLH��&��DQG�/HH��%�&����������)LQDQFLDO�GHUHJXODWLRQ�DQG�PDFURHFRQRPLF�DGMXVWPHQW��WKH�FDVH�RI

$XVWUDOLD��8QLYHUVLW\�RI�:ROORQJRQJ��'HSDUWPHQW�RI�(FRQRPLFV��:RUNLQJ�3DSHU������

+HOOLZHOO��-�)����������+RZ�PXFK�GR�QDWLRQDO�ERUGHUV�PDWWHU"��%URRNLQJV�,QVWLWXWLRQ�3UHVV�

:DVKLQJWRQ�'&�

,QWHUQDWLRQDO�0RQHWDU\�)XQG��,0)����������%DODQFH�RI�3D\PHQWV�6WDWLVWLFV�<HDUERRN��������

,0)��:DVKLQJWRQ�'&�

,QWHUQDWLRQDO�0RQHWDU\�)XQG���������,0)�6XSSRUWHG�3URJUDPV�LQ�,QGRQHVLD��.RUHD�DQG�7KDLODQG�

$�3UHOLPLQDU\�$VVHVVPHQW��,0)��:DVKLQJWRQ�'&��-DQXDU\��SS������

,QWHUQDWLRQDO�0RQHWDU\�)XQG���������$�*XLGH�WR�3URJUHVV�LQ�6WUHQJWKHQLQJ�WKH�$UFKLWHFWXUH�RI�WKH

,QWHUQDWLRQDO�)LQDQFLDO�6\VWHP��:DVKLQJWRQ�'&�����$SULO�

,QWHUQDWLRQDO�0RQHWDU\�)XQG���������&RPPXQLTXH�RI�WKH�,QWHULP�&RPPLWWHH�RI�WKH�%RDUG�RI

*RYHUQRUV�RI�WKH�,0)��:DVKLQJWRQ�'&�����$SULO�

,QGHFV�(FRQRPLFV���������6WDWH�RI�3OD\����$OOHQ�	�8QZLQ��6W�/HRQDUGV��$XVWUDOLD�

,QGHFV�(FRQRPLFV���������6WDWH�RI�3OD\����$OOHQ�	�8QZLQ��6W�/HRQDUGV��$XVWUDOLD�

-DSHOOL��7��DQG�3DJDQR��0����������6DYLQJ��JURZWK�DQG�OLTXLGLW\�FRQVWUDLQWV��&HQWUH�IRU�(FRQRPLF

3ROLF\�5HVHDUFK��&(35��'LVFXVVLRQ�3DSHU��/RQGRQ�

-RKQVRQ��'�7��0DQQLQJ��,��DQG�+HOOZLJ��2����������7UHQGV�LQ�WKH�'LVWULEXWLRQ�RI�&DVK�,QFRPH

DQG�1RQ�&DVK�%HQHILWV��5HSRUW�WR�WKH�'HSDUWPHQW�RI�WKH�3ULPH�0LQLVWHU�DQG�&DELQHW�

.HQW��&��DQG�/RZH��3����������$VVHW�SULFH�EXEEOHV�DQG�PRQHWDU\�SROLF\��5HVHUYH�%DQN�RI

$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ�3DSHU�������6\GQH\�

.RUWLDQ��7����������0RGHUQ�DSSURDFKHV�WR�DVVHW�SULFH�IRUPXODWLRQ��D�VXUYH\�RI�UHFHQW�WKHRUHWLFDO�OLWHUDWXUH�

5HVHUYH�%DQN�RI�$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ�3DSHU�������6\GQH\�
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.RUWLDQ��7��DQG�2·5HJDQ��-����������$XVWUDOLDQ�)LQDQFLDO�0DUNHW�9RODWLOLW\��$Q�([SORUDWLRQ�RI

&URVV�&RXQWU\�DQG�&URVV�0DUNHW�/LQNDJHV��5HVHUYH�%DQN�RI�$XVWUDOLD�5HVHDUFK�'LVFXVVLRQ

3DSHU�������6\GQH\�

.ULHVOHU��3���HG�����������7KH�$XVWUDOLDQ�(FRQRP\����$OOHQ�	�8QZLQ��6W�/HRQDUGV��$XVWUDOLD�

/DWKDP��0����������&LYLOLVLQJ�*OREDO�&DSLWDO��1HZ�7KLQNLQJ�IRU�$XVWUDOLDQ�/DERU��$OOHQ�	

8QZLQ��6W�/HRQDUGV��$XVWUDOLD�

/X[��7����������¶+HUG�EHKDYLRXU��EXEEOHV�DQG�FUDVKHV·��(FRQRPLF�-RXUQDO����������-XO\�

SS���������

0DFIDUODQH��,�-����������$XVWUDOLDQ�PRQHWDU\�SROLF\�LQ�WKH�ODVW�TXDUWHU�RI�WKH�WZHQWLHWK�FHQWXU\��6KDQQ

0HPRULDO�/HFWXUH��3HUWK�����6HSWHPEHU��DYDLODEOH�DW�KWWS���ZZZ�UED�JRY�DX�

0DQQLQJ��,����������$�QRWH�RQ�JOREDOLVDWLRQ�DQG�HPSOR\PHQW��(FRQRPLF�3ODQQLQJ�$GYLVRU\

&RXQFLO��(3$&��&RPPLVVLRQ�3DSHU��1R�����(3$&��&DQEHUUD�

0DWKHZV��5����������¶*OREDO�FRQVWUDLQWV�RQ�JURZWK·��WKH�$XVWUDOLDQ�5DWLRQDOLVW�

0RRUH��'����������7KH�LPSOLFDWLRQV�RI�JOREDOLVDWLRQ�IRU�PDFURHFRQRPLF�SROLF\��,3$�%DFNJURXQGHU

YRO�����������0D\�

1DWLRQDO�&RPSHWLWLRQ�3ROLF\�,QTXLU\���������1DWLRQDO�&RPSHWLWLRQ�3ROLF\��5HSRUW�E\�WKH

,QGHSHQGHQW�&RPPLWWHH�RI�,QTXLU\���3URI��)�*��+LOPHU��&KDLUPDQ��$*36��&DQEHUUD�

2EVWIHOG��0����������,QWHUQDWLRQDO�FDSLWDO�IORZV�LQ�WKH�����V��1DWLRQDO�%XUHDX�RI�(FRQRPLF

5HVHDUFK��1%(5��:RUNLQJ�3DSHU�������1%(5��&DPEULGJH�

2UJDQLVDWLRQ�IRU�(FRQRPLF�&RRSHUDWLRQ�DQG�'HYHORSPHQW���������*OREDOLVDWLRQ�RI�,QGXVWULDO

$FWLYLWLHV��)RXU�&DVH�6WXGLHV��$XWR�3DUWV��&KHPLFDOV��&RQVWUXFWLRQ�DQG�6HPLFRQGXFWRUV��2(&'�3DULV�

3LOEHDP��.���������,QWHUQDWLRQDO�)LQDQFH�³��QG�(GLWLRQ��0DFPLOODQ�3UHVV�/WG���/RQGRQ��S����

3HDUFH��'��DQG�6WRHFNHO��$����������2QH�VKRH�SHU�SHUVRQ��&HQWUH�IRU�,QWHUQDWLRQDO�(FRQRPLFV�

&DQEHUUD�

3URGXFWLYLW\�&RPPLVVLRQ���������$QQXDO�5HSRUW����������$*36��&DQEHUUD�

5DGHFNL��/�-��DQG�5HLQKDUW��9����������¶7KH�*OREDOL]DWLRQ�RI�)LQDQFLDO�0DUNHWV�DQG�WKH

(IIHFWLYHQHVV�RI�0RQHWDU\�3ROLF\�,QVWUXPHQWV·��)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�4XDUWHUO\

5HYLHZ��������$XWXPQ��SS�������

5HVHUYH�%DQN�RI�$XVWUDOLD���������¶6RPH�LVVXHV�IRU�PRQHWDU\�SROLF\·��3DSHU�SUHSDUHG�DV�DQ

,QIRUPDWLRQ�3DSHU�IRU�WKH�(FRQRPLF�3ODQQLQJ�$GYLVRU\�&RXQFLO��)HEUXDU\�������UHSRUWHG

LQ�WKH�5HVHUYH�%DQN�RI�$XVWUDOLD�%XOOHWLQ��0D\�������SS���������

5HVHUYH�%DQN�RI�$XVWUDOLD���������,QWHUQDWLRQDO�,QWHJUDWLRQ�RI�WKH�$XVWUDOLDQ�(FRQRP\��3URFHHGLQJV

RI�D�&RQIHUHQFH��5%$��6\GQH\�
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6DFKV��-����������¶0DQDJLQJ�*OREDO�&DSLWDOLVP·��7KH�$XVWUDOLDQ�(FRQRPLF�5HYLHZ���VW�4XDUWHU�

SS������

6DQGHUV��'�1����������¶([FKDQJH�FRQWURO�³�WKH�$XVWUDOLDQ�H[SHULHQFH·��DGGUHVV�RI

��'HFHPEHU��UHSRUWHG�LQ�WKH�5HVHUYH�%DQN�RI�$XVWUDOLD�%XOOHWLQ��0D\�������SS���������

6PLWK��&�:����������*OREDOL]DWLRQ�RI�)LQDQFLDO�0DUNHWV��&DUQHJLH�5RFKHVWHU�&RQIHUHQFH�6HULHV

RQ�3XEOLF�3ROLF\��9ROXPH�����6SULQJ�������1RUWK�+ROODQG�

6QRZHU��'����������¶&DXVHV�RI�&KDQJLQJ�,QFRPH�,QHTXDOLW\·��LQ�,QFRPH�,QHTXDOLW\��,VVXHV�DQG

3ROLF\�2SWLRQV��V\PSRVLXP�VSRQVRUHG�E\�WKH�)HGHUDO�5HVHUYH�%DQN�RI�.DQVDV�&LW\��$XJXVW�

6WLJOLW]��-�(��DQG�%KDWWDFKDU\D�$�����������8QGHUSLQQLQJV�IRU�D�6WDEOH�DQG�(TXLWDEOH�*OREDO
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