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1RWH�VXEPLWWHG�WR�WKH�*������1RYHPEHU������

2QH�DVSHFW�RI�UHVLOLHQFH�WKDW�LV�RIWHQ�XQGHUDSSUHFLDWHG�FRQFHUQV�ILQDQFLDO�LPEDODQFHV��
$�UHVLOLHQW�HFRQRP\�DEVRUEV�H[RJHQRXV�VKRFNV�DQG�UHFRYHUV�TXLFNO\��%XW�UHVLOLHQFH�
DOVR�KLQJHV�RQ�SROLFLHV�WKDW�FRQWDLQ�WKH�EXLOG�XS�RI�ILQDQFLDO�LPEDODQFHV�DQG�PLWLJDWH�
WKH�IDOORXW�RI�WKHLU�FRUUHFWLRQ��LH�SROLFLHV�WKDW�WDFNOH�WKH�ILQDQFLDO�F\FOH�KHDG�RQ��7KLV�
QRWH� GLVFXVVHV� WKH� QDWXUH� RI� WKH� ILQDQFLDO� F\FOH�� LWV�PRQLWRULQJ� DQG� WKH� HFRQRPLF�
LPSOLFDWLRQV�RI�ERRPV�DQG�EXVWV��,W�DUJXHV�IRU�D�PDFUR�ILQDQFLDO�VWDELOLW\�IUDPHZRUN��
ZKLFK�DFFRXQWV�IRU�ERWK�DVSHFWV�RI�UHVLOLHQFH��,Q�WKLV�IUDPHZRUN��SUXGHQWLDO��PRQHWDU\�
DQG� ILVFDO� SROLFLHV� FRPSOHPHQW� HDFK� RWKHU� LQ� V\VWHPDWLFDOO\� OHDQLQJ� DJDLQVW� WKH�
ILQDQFLDO�F\FOH��

,QWURGXFWLRQ�

$� UHVLOLHQW� HFRQRP\� LV� D� QDWXUDO� SROLF\� DVSLUDWLRQ�� 2QH� DVSHFW� RI� UHVLOLHQFH� LV� DQ�
HFRQRP\·V�FDSDFLW\�WR�DEVRUE�DQG�TXLFNO\�UHFRYHU�IURP�DGYHUVH�VKRFNV��FRQWDLQLQJ�
WKHLU�LPSDFW�RQ�RXWSXW�DQG�HPSOR\PHQW��6LQFH�WHPSRUDU\�ORVVHV�FDQ�HDVLO\�EHFRPH�
D� VWUXFWXUDO� GUDJ�� WKLV� DVSHFW� RI� UHVLOLHQFH� LV� D� SUHFRQGLWLRQ� IRU� SUHVHUYLQJ� DQ�
HFRQRP\·V�ORQJ�UXQ�JURZWK�SRWHQWLDO��

7UDGLWLRQDO�SROLF\�SUHVFULSWLRQV�HPSKDVLVH�UHVLOLHQFH�WR�VKRFNV��7KH\�FDOO�IRU�WKH�
EXLOG�XS�RI�EXIIHUV��VXFK�DV�SUXGHQWLDO�VDIHJXDUGV�LQ�WKH�SULYDWH�VHFWRU�DQG�VSDFH�IRU�
SXEOLF�SROLF\�PDQRHXYUH��7KHVH�EXIIHUV�ZRXOG�VHUYH�WR�TXLFNO\�UHYHUVH�DQ\�DGYHUVH�
G\QDPLFV�FDXVHG�E\�D�VKRFN��

+RZHYHU�� HFRQRPLF� UHVLOLHQFH� UHTXLUHV� PRUH� WKDQ� WKH� FDSDFLW\� WR� ZLWKVWDQG�
VKRFNV��7KH�*OREDO�)LQDQFLDO�&ULVLV��*)&��KDV�VHUYHG�DV�D�VWDUN�UHPLQGHU�RI�D�VHFRQG�
DVSHFW�RI�UHVLOLHQFH��UHODWHG�WR�ILQDQFLDO�LPEDODQFHV��3ULRU�WR�WKH�*)&��DQ�XQGHUSULFLQJ�
RI�ULVNV�DQG�LQIODWHG�DVVHW�YDOXDWLRQV�IODWWHUHG�ILQDQFLDO�LQVWLWXWLRQV·�DQG�KRXVHKROGV·�
EDODQFH�VKHHWV��6HHPLQJO\�YDOLGDWLQJ� ORZ�ULVN�SUHPLD�� WKHVH�YDOXDWLRQV�HQFRXUDJHG�
OHYHUDJH�DQG�WKH�DFFXPXODWLRQ�RI�ULVN�H[SRVXUHV��ZKLFK�FXOPLQDWHG�LQ�WKH�FULVLV�DQG�D�
GHHS� JOREDO� UHFHVVLRQ�� 7KXV�� FRQVWUDLQLQJ� WKH� EXLOG�XS� RI� LPEDODQFHV�� DQG� WKH�
DVVRFLDWHG�EXLOG�XS�RI�YXOQHUDELOLWLHV��LV�DQ�LQWHJUDO�SDUW�RI�UHVLOLHQFH��

)LQDQFLDO�LPEDODQFHV�DUH�GLVWLQFW�IURP�VKRFNV��5HVXOWLQJ�IURP�SULYDWH�ULVN�WDNLQJ�
DQG�SROLF\�PHDVXUHV��WKH\�WHQG�WR�EXLOG�XS�RYHU�WLPH�LQ�WKH�VWRFN�RI�ILQDQFLDO�DVVHWV�
DQG�OLDELOLWLHV�DQG�HYHQWXDOO\�EHFRPH�XQVXVWDLQDEOH��$�FRUUHFWLRQ�LV�WKHQ�LQHYLWDEOH�
DQG�RIWHQ�OHDGV�WR�ILQDQFLDO�GLVWUHVV�RU�DQ�RXWULJKW�FULVLV��:KDW�PD\�DSSHDU�WR�EH�D�
VKRFN�LV��LQ�IDFW��WKH�RXWFRPH�RI�JUDGXDO��SDUWO\�SROLF\�LQGXFHG��EXLOG�XS�RI�SUHVVXUH��

7KLV�VHFRQG�DVSHFW�RI�UHVLOLHQFH�VXJJHVWV�D�EURDGHU�SROLF\�IUDPHZRUN��IRFXVHG�
DOVR� RQ� WKH� ILQDQFLDO� F\FOH�� %HVLGHV� SUHVHUYLQJ� EXIIHUV� IRU� FRXQWHULQJ� �H[RJHQRXV��

��� 7KLV� QRWH� ZDV� SUHSDUHG� E\� 1LNROD� 7DUDVKHY� �QLNROD�WDUDVKHY#ELV�RUJ�� DQG� )DEUL]LR� =DPSROOL�
�IDEUL]LR�]DPSROOL#ELV�RUJ���6WDWLVWLFDO�VXSSRUW�ZDV�SURYLGHG�E\�0DWWKLDV�/|UFK�DQG�$QDPDULD�,OOHV��
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VKRFNV�� SUXGHQWLDO��PRQHWDU\� DQG� ILVFDO� SROLFLHV� VKRXOG� FRPSOHPHQW� HDFK�RWKHU� LQ�
VWHPPLQJ�WKH�VORZ�DQG�HQGRJHQRXV�EXLOG�XS�RI�XQVXVWDLQDEOH�ILQDQFLDO�LPEDODQFHV��
,Q� DGGLWLRQ�� SROLFLHV� VKRXOG� IRFXV� RQ� PLWLJDWLQJ� WKH� IDOORXW� RI� WKH� FRUUHFWLRQ� RI�
ILQDQFLDO� LPEDODQFHV� RQ� WKH� UHVW� RI� WKH� HFRQRP\� DQG� RQ� LQGXFLQJ� DQ� RUGHUO\�
DGMXVWPHQW��

7KLV� QRWH� OD\V� RXW� D� PDFUR�ILQDQFLDO� VWDELOLW\� IUDPHZRUN�� LQ� ZKLFK� SROLFLHV�
VWUHQJWKHQ�UHVLOLHQFH�E\�UHVSRQGLQJ�WR�WKH�ILQDQFLDO�F\FOH�DW�DOO�WLPHV��2QH�HOHPHQW�RI�
WKH� IUDPHZRUN�FRPSULVHV�GLDJQRVWLF� WRROV��:KLOH� ILQDQFLDO� F\FOH�GRZQWXUQV� WHQG� WR�
KDYH�FOHDU�PDQLIHVWDWLRQV�²�HJ�EDQNLQJ�RU�PDUNHW�ZLGH�GLVWUHVV�²�XSWXUQV�DUH�PRUH�
GLIILFXOW� WR� LGHQWLI\�DV�HYHQWV�XQIROG��7KDW�VDLG��XQXVXDOO\�VWURQJ�FUHGLW�JURZWK�DQG�
VXUJLQJ�FROODWHUDO�YDOXHV�SURYLGH�XVHIXO�VLJQDOV�WKDW�DQ�XQVXVWDLQDEOH�ERRP�LV�LQ�WKH�
PDNLQJ��6LQFH�VXFK�ERRPV�PDVN�ZHDN�EDODQFH�VKHHWV�DQG�RIWHQ�VWUDGGOH�ERUGHUV��D�
FRPSUHKHQVLYH�PRQLWRULQJ�DSSURDFK�LV�QHFHVVDU\��7KLV�DSSURDFK�ZRXOG�FRQVLGHU��LQ�
SDUWLFXODU�� WKH� DFFXPXODWHG� VWRFNV� RI� GHEW�� JURVV� UDWKHU� WKDQ� QHW� FDSLWDO� IORZV��
OHYHUDJH�� PDWXULW\� PLVPDWFKHV�� WKH� QDWLRQDOLW\� UDWKHU� WKDQ� MXVW� WKH� UHVLGHQFH� RI�
ERUURZHUV�DQG�OHQGHUV��DQG�WKH�FXUUHQF\�GHQRPLQDWLRQ�RI�DVVHWV�DQG�OLDELOLWLHV���

$QRWKHU� HOHPHQW� RI� WKH� IUDPHZRUN� FRPSULVHV� WKH� SROLF\� LQVWUXPHQWV�� 'XULQJ�
XSWXUQV�� SUXGHQWLDO� SROLF\� ZRXOG� VWHP� ULVN�WDNLQJ�� ZKLFK�� HYHQ� ZKHQ� VHQVLEOH� RU�
FRPSHOOLQJ�IRU�LQGLYLGXDO�DJHQWV��FDQ�GHVWDELOLVH�WKH�V\VWHP�DV�D�ZKROH��7KLV�SROLF\�
ZRXOG�DOVR�HQVXUH�WKH�DGHTXDF\�RI�ILQDQFLDO�EXIIHUV�QHHGHG�WR�VXSSRUW�LQWHUPHGLDWLRQ�
GXULQJ�GRZQWXUQV�DQG�WR�UHVWRUH�PDUNHW�FRQILGHQFH��7R�OLJKWHQ�WKH�WDVN�RI�SUXGHQWLDO�
DXWKRULWLHV��PRQHWDU\�SROLF\PDNHUV ZRXOG�XVH�WKH�IOH[LELOLW\�LQ�FXUUHQW�IUDPHZRUNV�WR�
OHDQ�V\VWHPDWLFDOO\�DJDLQVW� WKH� ILQDQFLDO�F\FOH�E\� LQIOXHQFLQJ�ERUURZLQJ�FRVWV��$QG��
JLYHQ� WKH� WLJKW� OLQNV� EHWZHHQ� WKH� ILQDQFLDO� DQG� SXEOLF� VHFWRUV�� VRXQG� ILVFDO� SROLF\
ZRXOG�DOVR�SOD\�D�NH\�UROH��$�FRXQWHUF\FOLFDO�ILVFDO�VWDQFH�ZRXOG�EXLOG�XS�UHVRXUFHV�
GXULQJ�D� ILQDQFLDO�XSWXUQ�DQG�GHSOR\� WKHP�VZLIWO\�ZKHQ�VWUDLQV�HPHUJH��DLPLQJ�WR�
UHSDLU�EDODQFH�VKHHWV�DQG�SXW�WKH�ILQDQFLDO�VHFWRU�RQ�D�SDWK�WR�UHFRYHU\��,Q�DOO�FDVHV��
SROLF\PDNHUV� ZRXOG� DOVR� SD\� FORVH� DWWHQWLRQ� WR� VDIHJXDUGLQJ� SROLF\� VSDFH�� WKXV�
NHHSLQJ�GU\�SRZGHU�IRU�DGGLWLRQDO�XQIRUHVHHQ�VKRFNV��

7KLV� QRWH·V� IRFXV� QRWZLWKVWDQGLQJ�� SROLF\� DFWLRQV� LQ� WKH� ILQDQFLDO� VHFWRU� DORQH�
ZRXOG�QRW�DFKLHYH� UHVLOLHQFH��5HVLOLHQFH�KLQJHV�DOVR�RQ�VRXQG� IXQGDPHQWDOV� LQ� WKH�
UHDO� HFRQRP\�� QRWDEO\� VWURQJ� WUHQG� SURGXFWLYLW\� JURZWK� DQG� WKH� FDSDELOLW\� WR�
UHDOORFDWH�UHVRXUFHV�IOH[LEO\��:KLOH�WDFNOLQJ�WKH�ILQDQFLDO�F\FOH�PD\�KHOS�WR�VWHP�WKH�
HURVLRQ�RI�SURGXFWLYLW\�JURZWK��VHH�EHORZ���LW�LV�QR�VXEVWLWXWH�IRU�VWUXFWXUDO�SROLFLHV�
WKDW�IRVWHU�WKH�IOH[LELOLW\�RI�ODERXU�DQG�SURGXFW�PDUNHWV���6XFK�SROLFLHV�ZRXOG�PLWLJDWH�
GRZQWXUQV� E\� IDFLOLWDWLQJ� WKH� VPRRWK� UHDOORFDWLRQ� RI� UHVRXUFHV� IURP� SRFNHWV� RI�
GLVWUHVV� WR� PRUH� UHVLOLHQW� DQG� SURILWDEOH� VHFWRUV�� ,Q� DGGLWLRQ�� E\� UHDFKLQJ� IRU� WKH�
WHFKQRORJLFDO�IURQWLHU��VWUXFWXUDO�SROLFLHV�ZRXOG�DGGUHVV�SRWHQWLDO�VHFXODU�FKDOOHQJHV�
WR� DJJUHJDWH� SURGXFWLYLW\� JURZWK�� HJ� WKH� VKLIW� RI� GHPDQG� WRZDUGV� VHUYLFHV� DQG�
SRSXODWLRQ�DJHLQJ���

7KH�UHVW�RI�WKH�QRWH�LV�RUJDQLVHG�DV�IROORZV��7KH�ILUVW�VHFWLRQ�SUHVHQWV�NH\�IHDWXUHV�
RI�WKH�ILQDQFLDO�F\FOH��GLVFXVVHV�LWV�HFRQRPLF�FRVWV�DQG�DGYRFDWHV�D�PDFUR�ILQDQFLDO�
VWDELOLW\� IUDPHZRUN� GHVLJQHG� WR� SURPRWH� UHVLOLHQFH�� 7KH� VHFRQG� RXWOLQHV� NH\�
SULQFLSOHV�IRU�PRQLWRULQJ�WKH�ILQDQFLDO�F\FOH��7KH�WKLUG�IRFXVHV�RQ�WKH�FXUUHQW�MXQFWXUH�
DQG�KLJKOLJKWV�VSHFLILF�HYLGHQFH�WKDW�FRQILUPV�WKH�LPSRUWDQFH�RI�WKH�ILQDQFLDO�F\FOH�
IRU�HFRQRPLF�UHVLOLHQFH��,Q�H[SODLQLQJ�WKH�PDLQ�DWWULEXWHV�RI�D�PDFUR�ILQDQFLDO�VWDELOLW\�

��� )RU� LQ�GHSWK� DQDO\VHV� RI� VWUXFWXUDO� SROLFLHV·� LPSDFW� RQ� HFRQRPLF� SURGXFWLYLW\�� VHH� $QGUHZV� DQG�
&LQJDQR���������,0)������D��������DQG�6DLD�HW�DO���������
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IUDPHZRUN�� WKH� IRXUWK� VHFWLRQ� GLVFXVVHV� LQ� VRPH� GHWDLO� WKH� UROHV� RI� SUXGHQWLDO��
PRQHWDU\�DQG�ILVFDO�SROLFLHV��7KH�ILQDO�VHFWLRQ�GLVWLOV�WKH�GLVFXVVLRQ�LQWR�D�OLVW�RI�SROLF\�
SULQFLSOHV�IRU�ILQDQFLDO�UHVLOLHQFH���

7KH�ILQDQFLDO�F\FOH��QDWXUH��FRVWV�DQG�SROLF\�PHVVDJHV�

$W� WKH�KHDUW�RI� WKH� ILQDQFLDO� F\FOH� OLHV� WKH�PXWXDOO\� UHLQIRUFLQJ� LQWHUDFWLRQ�EHWZHHQ�
ILQDQFLQJ� FRQVWUDLQWV�� SHUFHSWLRQV� RI� YDOXH� DQG� ULVN�WDNLQJ� EHKDYLRXU�� )RU� H[DPSOH��
XQGHUHVWLPDWLQJ� ULVNV� LQ� UHDO� HVWDWH� PDUNHWV� ZRXOG� ERRVW� SURSHUW\� SULFHV�� WKXV�
DUWLILFLDOO\�UDLVLQJ�FROODWHUDO�YDOXHV��7KLV�ZRXOG�UHOD[�ILQDQFLQJ�FRQVWUDLQWV�DQG�SURPRWH�
IXUWKHU� ULVN�WDNLQJ�� 5HVLOLHQFH� KLQJHV� RQ� FRQVWUDLQLQJ� VXFK� SURF\FOLFDO� EHKDYLRXU��
ZKLFK�FDQ�RWKHUZLVH�OHDG�WR�WKH�DFFXPXODWLRQ�RI�XQVXVWDLQDEOH�VWRFNV�RI�GHEW��

,GHQWLI\LQJ�WKH�ILQDQFLDO�F\FOH�DV�HYHQWV�XQIROG�²��LH�SLQQLQJ�GRZQ�WKH�WLPLQJ�DQG�
DPSOLWXGH�RI�LWV�XSWXUQV�DQG�GRZQWXUQV�´LQ�UHDO�WLPHµ�²�LV�GLIILFXOW��QRW�OHDVW�EHFDXVH�
WKHUH�LV�QR�VLQJOH�PHDVXUH�RI�ILQDQFLDO�DFWLYLW\�DQG�EHFDXVH�WKLV�DFWLYLW\�ERWK�UHVSRQGV�
WR� DQG� LQIOXHQFHV� SROLF\� DFWLRQV�� 7KHVH� GLIILFXOWLHV� ²�ZKLFK� DUH� VLPLODU� WR� WKRVH� RI�
PHDVXULQJ�WKH�WUDGLWLRQDO�EXVLQHVV�F\FOH�²�FDOO�IRU�H[SORULQJ�D�EDWWHU\�RI�PHWULFV�DQG�
LQGLFDWRUV��:KLOH�WKH�LGHQWLILFDWLRQ�RI�WKH�EXVLQHVV�F\FOH�LV�RIWHQ�URRWHG�LQ�DQDO\VHV�RI�
*'3�DQG�XQHPSOR\PHQW�G\QDPLFV��WKH�ILQDQFLDO�F\FOH�HQFDSVXODWHV�MRLQW�IOXFWXDWLRQV�
LQ�D�ZLGH�VHW�RI�ILQDQFLDO�YDULDEOHV��7KHVH�UDQJH�IURP�FUHGLW�DJJUHJDWHV�²�DV�D�SUR[\�
IRU�OHYHUDJH�DQG�ULVN�WDNLQJ�²�DQG�DVVHW�SULFHV��QRW�OHDVW�SURSHUW\�SULFHV�²�ZKLFK�GULYH�
DYDLODEOH�FROODWHUDO�YDOXHV��WULJJHU�ZHDOWK�HIIHFWV�DQG�LQIOXHQFH�ILQDQFLQJ�FRQGLWLRQV��
*UDSK���RIIHUV�D�VSHFLILF�H[DPSOH�RI�ILQDQFLDO�F\FOH�HVWLPDWHV��

��� 7KH�GLVFXVVLRQ�RI�ILQDQFLDO�SURF\FOLFDOLW\�DQG�FRXQWHUF\FOLFDO�SROLF\�PHDVXUHV��VHH�DOVR�IXUWKHU�EHORZ��
GUDZV�RQ�%,6����������

��� )RU�D�GLVFXVVLRQ�RI�DOWHUQDWLYH�DSSURDFKHV�WR�PHDVXULQJ�WKH�ILQDQFLDO�F\FOH��VHH�%R[�,,,�$�RI�%,6���������

)LQDQFLDO�DQG�EXVLQHVV�F\FOHV� *UDSK��

,Q�SHU�FHQW

���6KDGHG�DUHDV�SORW�1%(5�UHFHVVLRQV�LQ�WKH�8QLWHG�6WDWHV��/LQHV�SORW�WKH�ILQDQFLDO�F\FOH��DV�PHDVXUHG�E\�IUHTXHQF\�EDVHG��EDQGSDVV��ILOWHUV�
FDSWXULQJ�PHGLXP�WHUP�F\FOHV�LQ�UHDO�FUHGLW��WKH�FUHGLW�WR�*'3�UDWLR�DQG�UHDO�KRXVH�SULFHV��

6RXUFHV��0�'UHKPDQQ��&�%RULR�DQG�.�7VDWVDURQLV�� ´&KDUDFWHULVLQJ�WKH�ILQDQFLDO�F\FOH��GRQ·W� ORVH�VLJKW�RI� WKH�PHGLXP�WHUP�µ��%,6�:RUNLQJ�
3DSHUV��QR������-XQH�������%,6�FDOFXODWLRQV��

���

���

�

��

��

�� �� �� �� �� �� �� �� �� ��

)LUVW�RLO�FULVLV

6HFRQG�RLO�FULVLV
%ODFN�0RQGD\

%DQNLQJ�VWUDLQV

'RWFRP�FUDVK

*UHDW�)LQDQFLDO�
&ULVLV

8QLWHG�6WDWHV 6SDLQ 8QLWHG�.LQJGRP
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6LQFH�WKH�HDUO\�����V��ILQDQFLDO�F\FOHV�KDYH�H[KLELWHG�IRXU�UREXVW�IHDWXUHV��)LUVW��
WKH\�KDYH�WHQGHG�WR�ODVW�VRPH����WR����\HDUV�DQG�KDYH�WKXV�EHHQ�ORQJHU�WKDQ�WKH�
WUDGLWLRQDO�EXVLQHVV�F\FOH��6HFRQG��ILQDQFLDO�ERRPV�KDYH�W\SLFDOO\�EHHQ�IROORZHG�E\�
EDQNLQJ� FULVHV� RU� SHULRGV� RI� FRQVLGHUDEOH� ILQDQFLDO� VWUHVV�� 7KLUG�� F\FOHV� KDYH� EHHQ�
KLJKO\�V\QFKURQLVHG�DFURVV�FRXQWULHV��SRLQWLQJ�WR�D�JOREDO�FRPSRQHQW��)RXUWK��WKH\�
KDYH�HYROYHG�ZLWK�WKH�HFRQRPLF�HQYLURQPHQW�DQG�SROLF\� IUDPHZRUNV��7KHLU� OHQJWK�
DQG�DPSOLWXGH�KDYH�JURZQ�FRQVLGHUDEO\�RYHU�WLPH�DJDLQVW�WKH�EDFNJURXQG�RI�JUHDWHU�
OLEHUDOLVDWLRQ�RI�ILQDQFLDO�V\VWHPV��VWDEOH�PDFURHFRQRPLF�FRQGLWLRQV�DQG�D�PRQHWDU\�
SROLF\�WKDW�KDV�WHQGHG�WR�SD\�OHVV�DWWHQWLRQ�WR�FUHGLW�GHYHORSPHQWV���

7KH�ILQDQFLDO�GLVORFDWLRQV�LQ�WKH�DIWHUPDWK�RI�D�ERRP��VHFRQG�IHDWXUH�DERYH��DUH�
TXLWH�FRVWO\�DQG�XQGHUPLQH�SXEOLF�ILQDQFHV��(YHQ�WKRXJK�H[LVWLQJ�FRVW�HVWLPDWHV�DUH�
EDVHG�RQ�GLIIHUHQW�KLVWRULFDO�HSLVRGHV��WKH\�LQGLFDWH�WKDW�FULVLV�UHODWHG�RXWSXW�ORVVHV�
DFFXPXODWH�RYHU�VHYHUDO�\HDUV�DQG�DUH�QRW�IXOO\�UHFRYHUHG�LQ�VXEVHTXHQW�H[SDQVLRQV��
(YLGHQFH�LQFRUSRUDWLQJ�WKH�LPSDFW�RI�WKH�*)&�VXJJHVWV�WKDW�WKH�RYHUDOO�GDPDJH�RI�D�
V\VWHPLF�EDQNLQJ�FULVLV� LV� URXJKO\�HTXLYDOHQW� WR�WKH�SHUPDQHQW� ORVV�RI�RQH�\HDU�RI�
*'3� LQ� QHW� SUHVHQW� YDOXH� WHUPV��� 7KLV� RQH�RII� ORVV� PD\� JR� KDQG� LQ� KDQG� ZLWK� D�
ORQJ�ODVWLQJ� GHFOLQH� LQ� WUHQG� RXWSXW� JURZWK�� UHFHQW� UHVHDUFK� KDV� IRXQG� WKDW�
SURGXFWLYLW\�JURZWK�FDQ�VORZ�IRU�PDQ\�\HDUV�DIWHU�D�FULVLV���,Q�DGGLWLRQ��D�FULVLV�ZRXOG�
W\SLFDOO\�VHW�LQ�PRWLRQ�DXWRPDWLF�ILVFDO�VWDELOLVHUV�DQG�GLVFUHWLRQDU\�SXEOLF�VSHQGLQJ��
7KXV��WKH�DFFXPXODWLRQ�RI�SULYDWH�GHEW�GXULQJ�WKH�FULVLV�WHQGV�WR�XVKHU�LQ�D�VXUJH�LQ�
SXEOLF�GHEW��RI�DERXW������ILYH�WR�HLJKW�\HDUV�DIWHU�D�FULVLV��

*LYHQ� WKH� RXWVL]H� VRFLDO� FRVWV� RI� ILQDQFLDO� EXVWV�� WKH� ILQDQFLDO� F\FOH� PHULWV�
SROLF\PDNHUV·�FORVH�DWWHQWLRQ��5HOLDQFH�RQ�WUDGLWLRQDO�EXVLQHVV�F\FOH�LQGLFDWRUV�ZRXOG�
QRW�GR�WKH�HQWLUH�MRE��7KHVH�PD\�SDLQW�D�EHQLJQ�SLFWXUH�MXVW�DV�ILQDQFLDO�LPEDODQFHV�
DUH�EXLOGLQJ�XS��ILUVW�IHDWXUH�DERYH���/LNHZLVH��LW�FRXOG�EH�FRXQWHUSURGXFWLYH�WR�IROORZ�
VLJQDOV�RI�PDUNHWV·�SHUFHSWLRQV�DQG�DWWLWXGH� WR� ULVNV��8SEHDW�VLJQDOV�²� VXFK�DV� WKH�
UHFRUG� ORZ�ULVN�SUHPLD� LQ������²�FDQ�SURYLGH�D� IDOVH�VHQVH�RI�VHFXULW\��&RQYHUVHO\��
SXUHO\�WHPSRUDU\�VLJQDOV�RI�IUDJLOH�ULVN�WDNLQJ�FDSDFLW\�²�HJ�WKH�WDSHU�WDQWUXP�LQ������
RU�PRUH�UHFHQW�ULVN�RII�HSLVRGHV�DIIHFWLQJ�HPHUJLQJ�PDUNHW�HFRQRP\��(0(��DVVHWV�²�
FRXOG� OHDG� SROLF\PDNHUV� WR�PDLQWDLQ� HDV\� ILQDQFLDO� FRQGLWLRQV� LQ� RUGHU� WR� DYRLG� D�
GLVUXSWLYH� XQZLQGLQJ� RI� LPEDODQFHV�� +RZHYHU�� WKH� HDV\� ILQDQFLDO� FRQGLWLRQV� FRXOG�
VWRNH�WKH�LPEDODQFHV�DQG�DPSOLI\�WKH�PDJQLWXGH�RI�WKH�HYHQWXDO�FRUUHFWLRQ��

$� PDFUR�ILQDQFLDO� VWDELOLW\� IUDPHZRUN� ²� LQ� ZKLFK� DXWKRULWLHV� V\VWHPDWLFDOO\�
UHVSRQG�WR� ILQDQFLDO�F\FOH�GHYHORSPHQWV�²�DGGUHVVHV�WKHVH�FRQVLGHUDWLRQV���7R�WKH�
H[WHQW� WKDW� LQDFWLRQ� IXHOV� ORQJHU� DQG� FRVWOLHU� F\FOHV� �IRXUWK� IHDWXUH� DERYH��� SROLF\�
LQWHUYHQWLRQV� GXULQJ� DQ� XSWXUQ� ZRXOG� QHHG� WR� FRQVWUDLQ� FUHGLW� H[SDQVLRQV� WKDW�
WKUHDWHQ�WR�JHQHUDWH�LPEDODQFHV��'XULQJ�D�GRZQWXUQ��SROLF\�VWLPXOXV�ZRXOG�FXVKLRQ�
WKH�GLVUXSWLYH�HIIHFWV�RI�WKH�XQZLQGLQJ�RI�SUHYLRXV�LPEDODQFHV��$QG�DIWHU�WKH�FULVLV�
PDQDJHPHQW� VWDJH�� LI� D� FULVLV� GRHV� DULVH�� WKH� VWLPXOXV� ZRXOG� EH�PRUH�PHDVXUHG��

��� $FURVV�DFDGHPLF�VWXGLHV�WKDW�UHO\�PRVWO\�RQ�SUH������GDWD��WKH�PHGLDQ�HVWLPDWHG�FRVW�RI�V\VWHPLF�
EDQNLQJ�FULVHV�LV�URXJKO\�����RI�*'3�LQ�QHW�SUHVHQW�YDOXH�WHUPV��$�VWXG\�WKDW�IRFXVHV�RQ�WKH�*)&�
DQG�2(&'�FRXQWULHV�SRLQWV�WR�D�FXPXODWLYH�ORVV�RI�DERXW������RI�SUH�FULVLV�*'3��)RU�IXUWKHU�GHWDLO��
VHH�%R[�9,�'�LQ�%,6��������DQG�WKH�UHIHUHQFHV�WKHUHLQ��

��� 6HH�%RULR��.KDUURXEL��8SSHU�DQG�=DPSROOL���������

��� 6HH�*UDSK�9���LQ�%,6���������

��� 7KH� WHUP�ZDV� ILUVW� LQWURGXFHG� LQ�%,6� �������� )RU�D� UHFHQW�HODERUDWLRQ�RI� VRPH�RI� WKH� IUDPHZRUN·V�
IHDWXUHV��VHH�&KDSWHU�,�LQ�%,6���������������
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VDYLQJ�SROLF\�VSDFH�IRU�XQIRUHVHHQ�KHDGZLQGV�GRZQ�WKH�URDG��,Q�GHSOR\LQJ�DYDLODEOH�
UHVRXUFHV�� SULRULW\� ZRXOG� EH� JLYHQ� WR� VZLIW� EDODQFH� VKHHW� UHSDLU� WKDW� FDQ� UHVWRUH�
PDUNHW�FRQILGHQFH�DQG�WKH�SURYLVLRQ�RI�NH\�ILQDQFLDO�VHUYLFHV��$QG�LQ�HDFK�FDVH��SROLF\�
LQWHUYHQWLRQV�ZRXOG�EH�PLQGIXO�RI�LQWHUQDWLRQDO�VSLOORYHUV�DQG�VSLOOEDFNV��WKLUG�IHDWXUH�
DERYH���

0RQLWRULQJ�WKH�ILQDQFLDO�F\FOH�

7KH� FKDOOHQJHV� LQ� LGHQWLI\LQJ� ILQDQFLDO� F\FOH� WXUQLQJ�SRLQWV� VXJJHVW� WKDW� QR� VLQJOH�
LQGLFDWRU�FDQ�VXIILFH��,QVWHDG��LW�ZRXOG�EH�LPSRUWDQW�WR�FDUHIXOO\�FRQVLGHU�DQ�DUUD\�RI�
LQGLFDWRUV��VHOHFWLQJ�WKHP�WR�ILW�WKH�SDUWLFXODU�PRQLWRULQJ�SXUSRVH��7KH�LQGLFDWRUV�WKDW�
VHHN�WR� LGHQWLI\�WKH�PRVW�JODULQJ�H[FHVVHV�ZRXOG�WKHQ�VHUYH�DV�D�VWDUWLQJ�SRLQW�IRU�
GHHSHU� DQDO\VHV� DQG� SROLF\� GLVFXVVLRQV�� )RU� WKHVH� GLVFXVVLRQV�� LW� ZRXOG� DOVR� EH�
QHFHVVDU\�WR�FRPELQH�WKH�LQGLFDWRUV�ZLWK�MXGJPHQW�RI�FRXQWU\�VSHFLILFLWLHV�DQG�QHZ�
ILQDQFLDO�VHFWRU�GHYHORSPHQWV�WKDW�DUH�OHVV�DPHQDEOH�WR�IRUPDO�PHDVXUHPHQW���

,Q�FRQWULEXWLQJ�WR�WKH�SROLF\�GHEDWH��WKH�%,6�KDV�GHULYHG�HDUO\�ZDUQLQJ�LQGLFDWRUV�
�(:,V��RI�GRPHVWLF�EDQNLQJ�GLVWUHVV��%DVHG�RQ�FUHGLW�WR�*'3��SURSHUW\�SULFHV�DQG�D�
GHEW�VHUYLFH�UDWLR��WKHVH�LQGLFDWRUV�LQFRUSRUDWH�RQO\�GDWD�WKDW�D�SROLF\PDNHU�ZRXOG�
KDYH�DYDLODEOH�ZKHQ�PDNLQJ�D�GHFLVLRQ����$PRQJ�WKH�WKUHH�LQGLFDWRUV��WKH�FUHGLW�WR�
*'3�DQG�SURSHUW\�SULFH�JDSV�KDYH�IDUHG�EHWWHU�VLQFH�WKH�����V�LQ�VLJQDOOLQJ�IXWXUH�
FULVHV�WKUHH�\HDUV�RU�PRUH�LQ�DGYDQFH����)RU�LWV�SDUW��WKH�VWUHQJWK�RI�WKH�GHEW�VHUYLFH�
UDWLR�VHWV�LQ�DW�WKH�RQH��WR�WZR�\HDU�KRUL]RQ��7KH�OHDG�ZLWK�ZKLFK�DQ�(:,�UDLVHV�D�UHG�
IODJ�LV�LPSRUWDQW�DV�LW�GHWHUPLQHV�ZKHWKHU�LW�ZRXOG�EH�SRVVLEOH�WR�DFWLYDWH�D�SDUWLFXODU�
SROLF\�LQVWUXPHQW�LQ�WLPH���

:KLOH�WKHVH�(:,V·�IRFXV�RQ�FUHGLW�DQG�DVVHW�YDOXDWLRQV�ZLWKLQ�QDWLRQDO�ERUGHUV��
ILQDQFLDO� F\FOHV�DOVR�KDYH� LPSRUWDQW� LQWHUQDWLRQDO�DVSHFWV��)RU�RQH�� OHQGLQJ�ERRPV�
GUDZ�RQ�ZKROHVDOH�IXQGLQJ��ZKLFK�W\SLFDOO\�KDV�D�FURVV�ERUGHU�HOHPHQW��,Q�DGGLWLRQ��
H[FKDQJH� UDWH� FKDQJHV� FDQ� JHQHUDWH� VHOI�UHLQIRUFLQJ� ²� DQG�� WKXV�� GHVWDELOLVLQJ� ²�
FDSLWDO�IORZ�DQG�DVVHW�SULFH�G\QDPLFV��,Q�DQDO\VLQJ�WKHVH�LVVXHV��WKH�%,6�KDV�VWUHVVHG�
WKH� LPSRUWDQFH� RI� JURVV� UDWKHU� WKDQ� QHW� FDSLWDO� IORZV�� ERUURZHUV·� DQG� OHQGHUV·�

��� 7KHUH�LV�DOVR�HYLGHQFH�WKDW�ILQDQFLDO�F\FOH�SUR[LHV�²�LH�PHDVXUHV�RI�FUHGLW�DQG�DVVHW�SULFH�JURZWK�²�
RIIHU�PXFK�XVHIXO� LQIRUPDWLRQ�DERXW�PDFURHFRQRPLF� VODFN�� 7KH� UXQ�XS� WR� WKH�*)&� UHYHDOHG� WKDW�
RXWSXW�FDQ�JURZ�DERYH�SRWHQWLDO�RQ�WKH�EDFN�RI�ILQDQFLDO�H[XEHUDQFH��HYHQ�ZKHQ�LQIRUPDWLRQ�LV�ORZ��
6HH�-XVHOLXV�HW�DO���������

���� 0DFUR�VWUHVV�WHVWV�FDQ�EH�HIIHFWLYH�DV�FULVLV�PDQDJHPHQW�DQG�UHVROXWLRQ�WRROV��HYHQ�WKRXJK��JLYHQ�
FXUUHQW�WHFKQRORJ\��WKH\�WHQG�WR�FRQYH\�D�IDOVH�VHQVH�RI�VHFXULW\�GXULQJ�XSWXUQV��%RULR�HW�DO����������

���� 7KH�%,6�XSGDWHV�WKHVH�(:,V�VHPLDQQXDOO\�DQG�UHSRUWV�D�VXEVHW�LQ�LWV�0DUFK�DQG�6HSWHPEHU�LVVXHV�RI�
WKH�%,6�4XDUWHUO\�5HYLHZ��,Q�DGGLWLRQ��WKH�%,6�SXEOLVKHV�WKH�IXOO�VHW�RI�GHEW�VHUYLFH�UDWLRV��DV�ZHOO�DV�
SURSHUW\�SULFHV�DQG�ORQJ�KDUPRQLVHG�VHULHV�RI�FUHGLW�DJJUHJDWHV��,Q�DGGLWLRQ��WKH�2(&'�9XOQHUDELOLW\�
,QGLFDWRU�'DWDEDVH�FRQWDLQV�D�OLVW�RI�PRUH�WKDQ����LQGLFDWRUV��GHVLJQHG�WR�SUHGLFW�VHYHUH�UHFHVVLRQV�
DQG�FULVHV��

���� 6HH�'UHKPDQQ�DQG�-XVHOLXV���������
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QDWLRQDOLW\�UDWKHU�WKDQ�MXVW�WKHLU� ORFDWLRQ��DQG�WKH�FXUUHQF\�GHQRPLQDWLRQ�RI�DVVHWV�
DQG�OLDELOLWLHV���

7R�WKH�H[WHQW�WKDW�WKH�RYHUDOO�EDODQFH�VKHHW�VL]H�LV�NH\�WR�PHDVXULQJ�WKH�H[WHQW�
RI�ULVN�WDNLQJ��WKH�WUDGLWLRQDO�IRFXV�RQ�QHW�IORZV�²�VXFK�DV�FXUUHQW�DFFRXQW�EDODQFHV�²�
PLVVHV� LPSRUWDQW� LQIRUPDWLRQ� DERXW� WKH� LQWHUQDWLRQDO� DVSHFW� RI� ILQDQFLDO�
YXOQHUDELOLWLHV�� 7KH� UHDVRQ� LV� WKDW� D� FRXQWU\·V� LQYHVWPHQW�� SURGXFWLRQ� DQG�
FRQVXPSWLRQ�H[SHQGLWXUHV�²�ZKLFK�GULYH� LWV� FXUUHQW�DFFRXQW�SRVLWLRQ�²�DUH� ODUJHO\�
XQUHODWHG�WR�ILQDQFLDO�H[SRVXUHV�²�ZKLFK�GHSHQG�RQ�WKH�VWUXFWXUH�RI�EDODQFH�VKHHWV���

7KXV�� FXUUHQW� DFFRXQW� LPEDODQFHV� KDYH� EHHQ� XQUHOLDEOH� LQGLFDWRUV� RI� ILQDQFLDO�
H[SRVXUHV���

7KH�SUH�*)&�H[SHULHQFH� LV� D�JRRG�H[DPSOH� LQ� WKLV� UHVSHFW�� 3ULRU� WR������� WKH�
8QLWHG�.LQJGRP�KDG�D�FXUUHQW�DFFRXQW�GHILFLW�DQG�WKH�HXUR�DUHD�FXUUHQW�DFFRXQW�ZDV�
ODUJHO\� EDODQFHG�� ZKLOH� $VLDQ� FRXQWULHV� KDG� VLJQLILFDQW� VXUSOXVHV�� 2YHU� WKH� VDPH�
SHULRG��KRZHYHU��EDQNV�LQ�(XURSH�ZHUH�ERUURZLQJ�GROODUV�VKRUW�WHUP�IURP�86�PRQH\�
PDUNHW� IXQGV� DQG� ´VKLSSLQJµ� WKHP� EDFN� WR� WKH� 8QLWHG� 6WDWHV� LQ� WKH� IRUP� RI�
LQYHVWPHQWV�LQ�ORQJ�WHUP�VXESULPH�PRUWJDJH�EDFNHG�VHFXULWLHV��7KLV�URXQG�WULSSLQJ�
UHPDLQHG�PDVNHG�E\�QHW�IORZV�EXW�VXUIDFHG�DV�VL]HDEOH�JURVV�IORZV�IURP�(XURSH�WR�
WKH�8QLWHG�6WDWHV���� ,W� LV� WKH�DFFXPXODWLRQ�RI�WKHVH�JURVV�IORZV��*UDSK���� OHIW�KDQG�
SDQHO��WKDW�KHOSV�H[SODLQ�ZK\�WKH�VWUHVV�LQ�WKH�86�KRXVLQJ�PDUNHW�KDG�PXFK�VWURQJHU�
UHSHUFXVVLRQV�LQ�WKH�(XURSHDQ�ILQDQFLDO�V\VWHP�WKDQ�LQ�$VLD���

$VVHVVLQJ�WKH�ULVNV�UHVXOWLQJ�IURP�VXFK�IORZV�UHTXLUHV�D�FRQVROLGDWHG�SHUVSHFWLYH��
7KH�EDODQFH�VKHHWV�RI�LQWHUQDWLRQDOO\�DFWLYH�HQWLWLHV�²�DQG�WKH�DWWHQGDQW�H[SRVXUHV�²�
VWUDGGOH�FRXQWU\�ERUGHUV��7KXV��GDWD�WKDW�FODVVLI\�HQWLWLHV�EDVHG�RQ�WKHLU�UHVLGHQFH�²�
VXFK� DV� EDODQFH� RI� SD\PHQWV� GDWD� ²� ZRXOG� SURYLGH� IUDJPHQWHG�� DQG� KHQFH�
LQFRPSOHWH�� LQIRUPDWLRQ� DERXW� ULVN� H[SRVXUHV���� %\� FRQWUDVW�� FRQVROLGDWHG� EDODQFH�
VKHHW�GDWD�WKDW�FODVVLI\�HQWLWLHV�EDVHG�RQ�WKH�QDWLRQDOLW\�RI�WKHLU�KHDGTXDUWHUV�FDSWXUH�
H[SRVXUHV�GLUHFWO\��7KH�%,6�FRQVROLGDWHG�EDQNLQJ�VWDWLVWLFV�SURYLGH�D�FDVH�LQ�SRLQW��

7KH�UHOHYDQFH�RI�FRQVROLGDWHG�EDODQFH�VKHHWV��RI�FRXUVH��JRHV�ZHOO�EH\RQG�EDQNV��
)RU�LQVWDQFH��PHDVXUHV�RI�FRQVROLGDWHG�EDODQFH�VKHHWV�DXWRPDWLFDOO\�LQFRUSRUDWH�DQ\�
ILUP·V� RIIVKRUH� ERUURZLQJ� YLD� DIILOLDWHV� DEURDG�� $OO� HOVH� HTXDO�� RIIVKRUH� ERUURZLQJ�
UDLVHV�OHYHUDJH�DQG��WKXV��FUHGLW�ULVN��EXW�ZRXOG�EH�FODVVLILHG�DV�GLUHFW�LQYHVWPHQW��,I�
UHSDWULDWHG� WR� WKH�KRPH�FRXQWU\��RIIVKRUH�ERUURZLQJ�FDQ�DOORZ�HYHQ�QRQ�ILQDQFLDO�
FRUSRUDWHV� �1)&V�� WR� DIIHFW� GRPHVWLF� IXQGLQJ� FRQGLWLRQV�� ,Q� UHFHQW� \HDUV� WKHVH�
PHFKDQLVPV�KDYH�EHHQ�HVSHFLDOO\�LPSRUWDQW�IRU�(0(�1)&V��ZKLFK�KDYH�LQFUHDVLQJO\�
HQJDJHG�LQ�RIIVKRUH�ERUURZLQJ�VLQFH�������*UDSK�����

���� )RU�D� UHODWHG�DQDO\VLV�RI�FDSLWDO� IORZV��ZKLFK� IRFXVHV�RQ� ILQDQFLDO� YXOQHUDELOLWLHV� LQ�(0(V��SURYLGHV�
PHWKRGRORJLFDO�JXLGDQFH�IRU�PHDVXULQJ�WKHVH�YXOQHUDELOLWLHV�DQG�SRLQWV�WR�GDWD�JDSV��VHH�7DUDVKHY�HW�
DO���������

���� 6HH�%RULR�DQG�'LV\DWDW���������������

���� 6HH�0F*XLUH�DQG�YRQ�3HWHU���������

���� 7KH� UHFRJQLWLRQ� RI� WKH� LPSRUWDQFH�RI� JURVV� FDSLWDO� IORZV�KDV� EHHQ� D�SURPLQHQW� UHFHQW� WKHPH� LQ�
LQWHUQDWLRQDO� ILQDQFH�� VHH� 2EVWIHOG� �������� *RXULQFKDV� DQG� 5H\� �������� /DQH� DQG� 6KDPEDXJK�
�����D�E��DQG�%pQpWUL[�HW�DO���������

���� 7KH�VR�FDOOHG�UHVLGHQFH�SULQFLSOH�LV�URRWHG�LQ�WKH�DVVXPSWLRQ�RI�D�´WULSOH�FRLQFLGHQFHµ�RI�*'3�DUHD��
GHFLVLRQ�PDNLQJ� XQLW� DQG� FXUUHQF\� DUHD�� 'HVSLWH� LWV� FRQYHQLHQFH� IRU� WKHRUHWLFDO� PRGHOV�� WKLV�
DVVXPSWLRQ�LV�RIWHQ�YLRODWHG�LQ�SUDFWLFH��$YGMLHY�HW�DO����������
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86�GROODU�GHQRPLQDWHG�FURVV�ERUGHU�FODLPV�

,Q�ELOOLRQV�RI�86�GROODUV� *UDSK��

����� � �����

� 7KH�WKLFNQHVV�RI�WKH�DUURZV�LQGLFDWHV�WKH�VL]H�RI�WKH�RXWVWDQGLQJ�VWRFN�RI�FODLPV��$Q�DUURZ�GLUHFWHG�IURP�UHJLRQ�$�WR�UHJLRQ�%�LQGLFDWHV�
OHQGLQJ�IURP�EDQNV�LQ�UHJLRQ�$�WR�ERUURZHUV�LQ�UHJLRQ�%��

6RXUFH��%,6�ORFDWLRQDO�EDQNLQJ�VWDWLVWLFV��

(0(�QRQ�EDQNV·�RII�VKRUH�ERUURZLQJ�� *UDSK��

5LVLQJ�VKDUH�LQ�GHEW�VHFXULWLHV� 1RQ�EDQNV�DV�VXUURJDWH�LQWHUPHGLDULHV�

,Q�SHU�FHQW ,Q�ELOOLRQV�RI�86�GROODUV

���2XWVWDQGLQJ�86�GROODU�LQWHUQDWLRQDO�ERQGV�LVVXHG�E\�RIIVKRUH�DIILOLDWHV�RI�QRQ�EDQNV�KHDGTXDUWHUHG�LQ�WKH�LQGLFDWHG�FRXQWU\�GLYLGHG�E\�WKH�
VDPH�DPRXQW�SOXV�WKH�RXWVWDQGLQJ�86�GROODU�LQWHUQDWLRQDO�ERQGV�LVVXHG�E\�QRQ�EDQN�UHVLGHQWV�RI�WKH�LQGLFDWHG�FRXQWU\��������&URVV�ERUGHU�
ILQDQFLQJ�E\�QRQ�EDQNV�LV�HVWLPDWHG�DV�%R3�PLQXV�%,6�,%6��&XPXODWLYH�IORZV�VWDULQJ�IURP�4�������IRU�&KLOH��WKH�&]HFK�5HSXEOLF��+XQJDU\�
,QGLD��.RUHD���0H[LFR��3RODQG��5XVVLD��7XUNH\�DQG�6RXWK�$IULFD��������%R3� �VXP�RI�WKH�EDODQFH�RI�3D\PHQWV��%R3��LWHPV�́ RWKHU�OLDELOLWLHV��FXUUHQF\
DQG�GHSRVLWVµ�DQG�´RWKHU�OLDELOLWLHV��ORDQVµ�IRU�HDFK�OLVWHG�FRXQWU\��������%,6�,%6� �FURVV�ERUGHU�FODLPV�RI�%,6�UHSRUWLQJ�EDQNV�RQ�HDFK�OLVWHG�
FRXQWU\�IURP�WKH�%,6�LQWHUQDWLRQDO�EDQNLQJ�VWDWLVWLFV��,%6���

6RXUFHV�� 5�0F&DXOH\�� 3�0F*XLUH� DQG� 9� 6XVKNR�� ´'ROODU� FUHGLW� WR� HPHUJLQJ�PDUNHW� HFRQRPLHVµ�� %,6� 4XDUWHUO\� 5HYLHZ�� 'HFHPEHU� ������
SS���²����,0)��%DODQFH�RI�3D\PHQWV�6WDWLVWLFV��%,6�ORFDWLRQDO�EDQNLQJ�VWDWLVWLFV�E\�UHVLGHQFH��
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%RUURZLQJ� LQ�RQH�FXUUHQF\�DQG� LQYHVWLQJ� LQ�DQRWKHU�DOVR�DIIHFWV�EDODQFH�VKHHW�
VWUHQJWK��%XW�ZKLOH�WKH�DWWHQGDQW�ULVNV�DUH�FOHDU��WKH�ILQDQFLDO�VWDELOLW\�LPSOLFDWLRQV�DUH�
GLIILFXOW�WR�DVVHVV�H[�DQWH��2QH�UHDVRQ�LV�WKDW�DSSDUHQW�FXUUHQF\�PLVPDWFKHV�LQ�WKH�
GDWD�PD\�ZHOO�EH�KHGJHG��,Q�DGGLWLRQ��WKH�LGHQWLW\�DQG�ORVV�DEVRUELQJ�FDSDFLW\�RI�WKH�
XOWLPDWH�KHGJH�SURYLGHU�DUH�RIWHQ�XQFOHDU��

2SHQ�IRUHLJQ�H[FKDQJH�SRVLWLRQV�EULQJ�DERXW�VHOI�IXOILOOLQJ�SURF\FOLFDO�G\QDPLFV��
7KHVH� G\QDPLFV� DUH�ZHOO� XQGHUVWRRG� LQ� WKH� FRQWH[W� RI� FDUU\� WUDGHV�� ZKLFK� H[SORLW�
FURVV�FXUUHQF\�\LHOG�GLIIHUHQWLDOV��SXW�GHSUHFLDWLRQ�SUHVVXUH�RQ�WKH�IXQGLQJ�FXUUHQF\��
DQG� ULGH� RQ� H[SHFWDWLRQV� WKDW� WKLV� SUHVVXUH� ZLOO� SUHYDLO� LQ� WKH� IXWXUH��:KHQ� VXFK�
H[SHFWDWLRQV� DIIHFW� SHUFHSWLRQV� RI� EDODQFH� VKHHW� VWUHQJWK�� WKH\� VHW� LQ�PRWLRQ� WKH�
´ULVN�WDNLQJ�FKDQQHOµ�RI�H[FKDQJH�UDWHV����7KLV�ZRUNV�DV�IROORZV��$�GHSUHFLDWLRQ�RI�WKH�
IXQGLQJ� FXUUHQF\� VWUHQJWKHQV� ERUURZHUV·� EDODQFH� VKHHWV�� ZKLFK� VWLPXODWHV� IXUWKHU�
OHQGLQJ�DQG�SHUSHWXDWHV�WKH� IXQGLQJ�FXUUHQF\·V�GHSUHFLDWLRQ��$V�WKLV�SURFHVV�GRHV�
QRW�QHFHVVDULO\�UHIOHFW�FXUUHQFLHV·�ORQJ�WHUP�IXQGDPHQWDOV��LW�OHDGV�WR�D�EXLOG�XS�RI�
LPEDODQFHV�� :KHQ� WKH� IXQGLQJ� FXUUHQF\� HYHQWXDOO\� DSSUHFLDWHV�� WKH� VHOI�IXOILOOLQJ�
SURFHVV� JRHV� LQWR� UHYHUVH�� WKH�ZHDNHQLQJ�RI� ERUURZHUV·� EDODQFH� VKHHWV� GHSUHVVHV�
OHQGLQJ� DQG�� XOWLPDWHO\�� H[SHQGLWXUHV� DQG� RXWSXW�� &RQVLVWHQW� ZLWK� WKH� ULVN�WDNLQJ�
FKDQQHO�RI�H[FKDQJH�UDWHV��DSSUHFLDWLRQV�RI�WKH�86�GROODU�RYHU�WKH�SDVW�GHFDGH�KDYH�
JRQH� KDQG� LQ� KDQG� ZLWK� ORZHU� ERUURZLQJ� LQ� WKLV� LQWHUQDWLRQDO� IXQGLQJ� FXUUHQF\�
�*UDSK����OHIW�KDQG�SDQHO���%RUURZLQJ�LQ�HXURV�KDV�H[KLELWHG�D�VLPLODU�SDWWHUQ�PRUH�
UHFHQWO\��ULJKW�KDQG�SDQHO���

)XUWKHUPRUH�� KHGJLQJ� IRUHLJQ� H[FKDQJH� SRVLWLRQV� QHHG� QRW� UHGXFH�
YXOQHUDELOLWLHV�� DV� LW� PD\� VLPSO\� UHSODFH� RQH� W\SH� RI� ULVN� ZLWK� DQRWKHU��:KHQ� WKH�
KHGJLQJ�LQVWUXPHQWV�DUH�VKRUW�WHUP�);�VZDSV��WKH�FXUUHQF\�ULVN�LQ�ORQJHU�WHUP�DVVHWV�
ZRXOG� EH� UHSODFHG�ZLWK� OLTXLGLW\� ULVN�� VWHPPLQJ� IURP� WKH� FRUUHVSRQGLQJ�PDWXULW\�
PLVPDWFKHV��7KLV�LV�WKH�ULVN�WKDW�VZDS�PDUNHW�FRXQWHUSDUWLHV�UHWUHQFK�DQG�OHDYH�RSHQ�
IRUHLJQ�H[FKDQJH�SRVLWLRQV�WKDW�QHHG�WR�EH�OLTXLGDWHG�LQ�D�KXUU\��6XFK�D�VFHQDULR�LV�
DOO� WKH� PRUH� UHOHYDQW� ZKHQ� WKH� KHGJLQJ� GHPDQG� LV� VR� ODUJH� WKDW� LW� FDQQRW� EH�
VHDPOHVVO\�DEVRUEHG�HYHQ�LQ�WUDQTXLO�PDUNHW�FRQGLWLRQV���

8OWLPDWHO\��UHFRJQLVLQJ�WKH�LPSRUWDQFH�RI�LQWHUQDWLRQDO�FDSLWDO�IORZV�ZRXOG�FDOO�
IRU�PRQLWRULQJ�WKH�ILQDQFLDO�F\FOH�IURP�D�FURVV�FRXQWU\�SHUVSHFWLYH��7KLV�LV�EHFDXVH�
WKH� YXOQHUDELOLWLHV� LQ�D�SDUWLFXODU� MXULVGLFWLRQ�PD\�EH�JUHDWHU�ZKHQ� LWV� H[SRVXUH� WR�
JOREDO�ILQDQFLDO�FRQGLWLRQV�LV�VKDUHG�ZLWK�RWKHU�MXULVGLFWLRQV��,Q�WKH�SRVW�*)&�SHULRG��
IRU� H[DPSOH��PDVVLYH� FDSLWDO� IORZV� IURP�DGYDQFHG�HFRQRPLHV�KDYH� FRQWULEXWHG� WR�
DFFRPPRGDWLYH� OLTXLGLW\�FRQGLWLRQV� LQ�D�QXPEHU�RI�$VLDQ�(0(V��7R�WKH�H[WHQW�WKDW�
WKLV�KDV�OHG�WR�D�UHJLRQ�ZLGH�DFFXPXODWLRQ�RI�LPEDODQFHV��WKH�HYHQWXDO�FRUUHFWLRQ�LQ�
RQH�FRXQWU\�ZRXOG�OLNHO\�WULJJHU�LQYHVWRU�UHWUHQFKPHQW�IURP�LWV�QHLJKERXUV�DQG�WHVW�
WKH�UHJLRQ·V�ORVV�DEVRUELQJ�FDSDFLW\��:LWK�VXFK�FRQVLGHUDWLRQV�LQ�PLQG��WKH�%,6�KDV�
EHHQ�FRQVWUXFWLQJ�DQG�SXEOLVKLQJ�´JOREDO�OLTXLGLW\�LQGLFDWRUVµ��*/,V��WKDW�FDSWXUH�KRZ�
WKH�HDVH�RI� ILQDQFLQJ� LQ�JOREDO�PDUNHWV� VSUHDGV�DFURVV�FRXQWULHV�DQG�HYROYHV�RYHU�
WLPH���

���� 6HH�6KLQ���������������

���� 'XULQJ� WKH� LQLWLDO� SKDVHV�RI� WKH�*)&�� WKH� UHWUHQFKPHQW�RI� FRXQWHUSDUWLHV� VTXHH]HG� WKH�86�GROODU�
IXQGLQJ�RI�ODUJH�(XURSHDQ�EDQNV��VHH�0F*XLUH�DQG�YRQ�3HWHU���������3RVW�*)&��WKHUH�LV�HYLGHQFH�WKDW�
KHGJLQJ�GHPDQG�²�FRPELQHG�ZLWK�UHVWULFWLRQV�RQ�WKH�EDODQFH�VKHHW�FDSDFLW\�RI�KHGJH�SURYLGHUV�²�
KDV�OHG�WR�VXEVWDQWLDO�SUHVVXUH�RQ�PDMRU�FURVV�FXUUHQF\�VZDS�PDUNHWV��VHH�%RULR��0F&DXOH\��0F*XLUH�
DQG�6XVKNR���������

���� 7KH� IXOO� VHW� RI� */,V� LV� UHOHDVHG� TXDUWHUO\� RQ� WKH� %,6� ZHEVLWH�� 5HODWHG� FRPPHQWDU\� DSSHDUV�
VHPLDQQXDOO\��LQ�WKH�0DUFK�DQG�6HSWHPEHU�LVVXHV�RI�WKH�%,6�4XDUWHUO\�5HYLHZ��



(FRQRPLF�UHVLOLHQFH��D�ILQDQFLDO�SHUVSHFWLYH� �

&RQFHSWXDO�LVVXHV�DVLGH��GDWD�JDSV�UDLVH�LPSRUWDQW�FKDOOHQJHV�LQ�WKH�PRQLWRULQJ�
RI� WKH� ILQDQFLDO� F\FOH�� 6XFK�JDSV� UHODWH� WR� WKH� WLPHOLQHVV�RI� WKH� UHOHYDQW� GDWD�� WKH�
FRPSDUDELOLW\�RI�GDWD�DFURVV� MXULVGLFWLRQV�DQG�WKH�GDWD� OLPLWDWLRQV�WKDW�SUHYHQW�WKH�
LGHQWLILFDWLRQ�RI� WKH�XOWLPDWH�EHDUHUV�RI� ULVN��7KH�*���'DWD�*DSV� ,QLWLDWLYH�RXWOLQHV�
LPSRUWDQW�VWHSV�WRZDUGV�ILOOLQJ�WKHVH�JDSV���

&XUUHQW�ULVNV�WKURXJK�WKH�SULVP�RI�WKH�ILQDQFLDO�F\FOH�

7KH� JOREDO� VWRFN� RI� GHEW� KDV� EHHQ� H[SDQGLQJ�� SURGXFWLYLW\� JURZWK� KDV� EHHQ�
GLVDSSRLQWLQJ�DQG�WKHUH�KDYH�EHHQ�FRQFHUQV�DERXW�VKULQNLQJ�SROLF\�VSDFH��)RU�WKH�%,6��
WKHVH�WKUHH�GHYHORSPHQWV�DUH�WKH�PDLQ�VRXUFHV�RI�ULVN�WR�WKH�HFRQRP\�JRLQJ�IRUZDUG��
7KH\� DUH� DOVR� FRQVLVWHQW� ZLWK� WKH� YLHZ� WKDW� FXPXODWLYH� GHYHORSPHQWV� RYHU� WKH�
ILQDQFLDO�F\FOH�DIIHFW�HFRQRPLF�UHVLOLHQFH��

7KH�SRVW�FULVLV�JURZWK�RI�JOREDO�GHEW�UHODWLYH�WR�*'3�UHIOHFWV�WKH�ILQDQFLDO�F\FOH�
DW�ZRUN��*UDSK����OHIW�KDQG�SDQHO���3DUW�RI�WKLV�JURZWK�FRPHV�IURP�WKH�(0(�SULYDWH�
VHFWRU� DQG� XQGHUSLQQHG� D� ZLGHVSUHDG� LQFUHDVH� LQ� OHYHUDJH� WKHUH� ZKHQ� ILQDQFLDO�
ERRPV�JDWKHUHG�SDFH��DOWKRXJK�WKH\�KDYH�EHHQ�IDOWHULQJ�UHFHQWO\����7KH�LQWHUQDWLRQDO�
GLPHQVLRQ�RI�WKLV�VHFWRU·V�ERUURZLQJ�KDV�DOVR�EHFRPH�PRUH�SURPLQHQW��DV�VXJJHVWHG�
E\� WKH� GRXEOLQJ� VLQFH� ����� RI� (0(� QRQ�EDQNV·� 86�GROODU� GHQRPLQDWHG� GHEW�� WR�
�����WULOOLRQ� LQ� 0DUFK� ������ +LJK� SULYDWH� VHFWRU� ERUURZLQJ� KDV� DOVR� XQGHUSLQQHG�
KRXVLQJ�ERRPV�LQ�VHYHUDO�DGYDQFHG�HFRQRPLHV�QRW�GLUHFWO\�DIIHFWHG�E\�WKH�*)&��$V�D�

���� )RU�D�UHFHQW�H[WHQGHG�UHYLHZ�RI�GDWD�JDSV��VHH�7DUDVKHY�HW�DO���������

���� (0(�1)&V·�OHYHUDJH�LQFUHDVHG�MXVW�DV�WKH�VHFWRU·V�SHUIRUPDQFH�ZDV�ZDQLQJ��VHH�&KXL�HW�DO���������

5LVN�WDNLQJ�FKDQQHO�RI�WKH�H[FKDQJH�UDWH�

5HVSRQVHV�RI�FURVV�ERUGHU�EDQN�OHQGLQJ�WR�FXUUHQF\�DSSUHFLDWLRQ�LQ�SHUFHQWDJH�SRLQWV�� *UDSK��

86�GROODU�OHQGLQJ� (XUR�OHQGLQJ�

���(DFK�GRW�UHSUHVHQWV�WKH�HVWLPDWHG�FKDQJH�LQ�WKH�TXDUWHUO\�JURZWK�UDWH�RI�86�GROODU��HXUR��FURVV�ERUGHU�ORDQV��JLYHQ�D���SHUFHQWDJH�SRLQW�
DSSUHFLDWLRQ�RI�WKH�86�GROODU��HXUR���(VWLPDWLRQ�EDVHG�RQ�D�UHJUHVVLRQ�RYHU�D����TXDUWHU�ZLQGRZ��

6RXUFHV��%,6�ORFDWLRQDO�EDQNLQJ�VWDWLVWLFV��%,6�HIIHFWLYH�H[FKDQJH�UDWH�LQGLFHV��%,6�FDOFXODWLRQV��
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��� (FRQRPLF�UHVLOLHQFH��D�ILQDQFLDO�SHUVSHFWLYH

(DUO\�ZDUQLQJ�LQGLFDWRUV�IRU�VWUHVV�LQ�GRPHVWLF�EDQNLQJ�V\VWHPV� 7DEOH���

&UHGLW�WR�*'3�JDS�� 3URSHUW\�SULFH�JDS�� 'HEW�VHUYLFH�UDWLR� 'HEW�VHUYLFH�UDWLR�LI�LQWHUHVW�
UDWHV�ULVH�E\�����ES����

$UJHQWLQD� ���� � � �

$XVWUDOLD� ���� ���� ���� ����

%UD]LO� ���� ²����� ���� ����

&DQDGD� ����� ���� ���� ����

&KLQD� ����� ²���� ���� ����

)UDQFH� ���� ²����� ���� ����

*HUPDQ\� ²���� ����� ²���� ����

,QGLD� ²���� � ���� ����

,QGRQHVLD� ���� ����� ���� ����

,WDO\� ²����� ²����� ²���� ����

-DSDQ� ���� ����� ²���� ����

.RUHD� ���� ���� ²���� ����

0H[LFR� ���� ���� ���� ����

5XVVLD� ���� ²����� ���� ����

6DXGL�$UDELD� ����� � �

6RXWK�$IULFD� ²���� ²����� ²���� ����

7XUNH\� ���� � ���� ����

8QLWHG�.LQJGRP� ²����� ���� ²���� ����

8QLWHG�6WDWHV� ²���� ���� ²���� ����

0HPR��

&((� ²����� ���� ���� ����

3RUWXJDO� ²����� ����� ²���� ����

1HWKHUODQGV� ²����� ²����� ���� ����

1RUGLF�FRXQWULHV� ²���� ���� ���� ����

6ZLW]HUODQG� ���� ���� ���� ����

/HJHQG� &UHGLW�*'3�JDS!��� 3URSHUW\�JDS!��� '65!�� '65!��

� &UHGLW�*'3�JDS ��� � � '65 �� � '65 ��

)RU�WKH�FUHGLW�WR�*'3�JDS��GDWD�XS�WR�4�������H[FHSW�IRU�$UJHQWLQD��%UD]LO��&KLQD��,QGLD��,QGRQHVLD��WKH�1HWKHUODQGV��6DXGL�$UDELD��7XUNH\�
DQG�6RXWK�$IULFD��IRU�ZKLFK�GDWD�HQG�LQ�4��������IRU�WKH�SURSHUW\�SULFH�JDS��GDWD�XS�WR�4�������H[FHSW�IRU�WKH�1HWKHUODQGV��1RUZD\�DQG�
6ZLW]HUODQG��IRU�ZKLFK�GDWD�HQG�LQ�4��������IRU�WKH�GHEW�VHUYLFH�UDWLR��GDWD�XS�WR�4������������

���7KUHVKROGV�IRU�UHG�FHOOV�DUH�FKRVHQ�E\�PLQLPLVLQJ�IDOVH�DODUPV�FRQGLWLRQDO�RQ�FDSWXULQJ�DW�OHDVW�WZR�WKLUGV�RI�WKH�FULVHV�RYHU�D�FXPXODWLYH�
WKUHH�\HDU�KRUL]RQ��$�VLJQDO�LV�FRUUHFW�LI�D�FULVLV�RFFXUV�LQ�DQ\�RI�WKH�WKUHH�\HDUV�DKHDG��7KH�QRLVH�LV�PHDVXUHG�E\�WKH�ZURQJ�SUHGLFWLRQV�
RXWVLGH�WKLV�KRUL]RQ��%HLJH�FHOOV�IRU�WKH�FUHGLW�WR�*'3�JDS�DUH�EDVHG�RQ�JXLGHOLQHV�IRU�FRXQWHUF\FOLFDO�FDSLWDO�EXIIHUV�XQGHU�%DVHO�,,,��%HLJH�
FHOOV� IRU� WKH�GHEW� VHUYLFH� UDWLR� �'65��DUH�EDVHG�RQ�FULWLFDO� WKUHVKROGV� LI� D� WZR�\HDU� IRUHFDVW�KRUL]RQ� LV�XVHG�� )RU�D�GHULYDWLRQ�RI� FULWLFDO�
WKUHVKROGV�IRU�FUHGLW�WR�*'3�JDSV�DQG�SURSHUW\�SULFH�JDSV��VHH�0�'UHKPDQQ��&�%RULR�DQG�.�7VDWVDURQLV��´$QFKRULQJ�FRXQWHUF\FOLFDO�FDSLWDO�
EXIIHUV��WKH�UROH�RI�FUHGLW�DJJUHJDWHVµ��,QWHUQDWLRQDO�-RXUQDO�RI�&HQWUDO�%DQNLQJ��YRO����QR����������SS����²�����&RXQWU\�DJJUHJDWHV�DUH�VLPSOH�
DYHUDJHV��������'LIIHUHQFH�RI�WKH�FUHGLW�WR�*'3�UDWLR�IURP�LWV�ORQJ�UXQ��UHDO�WLPH�WUHQG�FDOFXODWHG�ZLWK�D�RQH�VLGHG�+3�ILOWHU�XVLQJ�D�VPRRWKLQJ�
IDFWRU�RI����������LQ�SHUFHQWDJH�SRLQWV��������'HYLDWLRQV�RI�UHDO�UHVLGHQWLDO�SURSHUW\�SULFHV�IURP�WKHLU�ORQJ�UXQ�WUHQG�FDOFXODWHG�ZLWK�D�RQH�
VLGHG� +3� ILOWHU� XVLQJ� D� VPRRWKLQJ� IDFWRU� RI� ��������� LQ� SHU� FHQW��������)RU� WKH� '65� VHULHV� DQG� PHWKRGRORJ\� VHH�
ZZZ�ELV�RUJ�VWDWLVWLFV�GVU�LQGH[�KWP��'LIIHUHQFH�RI�'65V�IURP�FRXQWU\�VSHFLILF� ORQJ�UXQ�DYHUDJHV�VLQFH������RU�ODWHU�GHSHQGLQJ�RQ�GDWD�
DYDLODELOLW\� DQG� ZKHQ� ILYH�\HDU� DYHUDJH� LQIODWLRQ� IHOO� EHORZ� ����� LQ� SHUFHQWDJH� SRLQWV��������$VVXPLQJ� WKDW� LQWHUHVW� UDWHV� LQFUHDVH� �����
SHUFHQWDJH�SRLQWV�DQG�WKDW�DOO�RI�WKH�RWKHU�FRPSRQHQWV�RI�WKH�'65�VWD\�IL[HG��������&((� ��&HQWUDO�DQG�HDVWHUQ�(XURSH��%XOJDULD��WKH�&]HFK�
5HSXEOLF��(VWRQLD��+XQJDU\��/DWYLD��/LWKXDQLD��3RODQG��5RPDQLD�DQG�5XVVLD��H[FOXGLQJ�WKH�&]HFK�5HSXEOLF�DQG�5RPDQLD�IRU�WKH�UHDO�SURSHUW\�
SULFH�JDS��H[FOXGLQJ�%XOJDULD��(VWRQLD��/DWYLD��/LWKXDQLD�DQG�5RPDQLD�IRU�WKH�'65�DQG�LWV�IRUHFDVWV��������)LQODQG��1RUZD\�DQG�6ZHGHQ��

6RXUFHV��1DWLRQDO�GDWD��%,6��%,6�FDOFXODWLRQV��
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UHVXOW��WKH�(:,V�GLVFXVVHG�DERYH�KDYH�EHHQ�IODVKLQJ�UHG��VLJQDOOLQJ�RYHUKHDWLQJ�LQ�D�
QXPEHU�RI�FRXQWULHV��7DEOH������

,Q�FRQWUDVW�WR�GHYHORSPHQWV�LQ�(0(V·�SULYDWH�VHFWRU��DJJUHJDWH�KRXVHKROG�DQG�
FRUSRUDWH� GHEW� KDV� QRW� ULVHQ� DV� D� VKDUH� RI� WKH� FRUUHVSRQGLQJ� DJJUHJDWH� *'3� LQ�
DGYDQFHG�HFRQRPLHV�DQG�KDV�IDOOHQ�VRPHZKDW�LQ�WKH�FRXQWULHV�PRVW�DIIHFWHG�E\�WKH�
FULVLV��:KLOH�WKH�GHOHYHUDJLQJ�WKDW�KDV�WDNHQ�SODFH�KDV�OLNHO\�LPSDLUHG�WKH�WUDFWLRQ�RI�
PRQHWDU\�SROLF\��VHH�EHORZ���LW�LV�DOVR�D�SUHFRQGLWLRQ�IRU�D�VWURQJHU�DQG�VXVWDLQDEOH�
UHFRYHU\�� ,QGHHG�� WKH� HYLGHQFH� WKDW� SRVW�FULVLV� UHFRYHULHV� DUH� RIWHQ� ´FUHGLWOHVVµ�
VXJJHVWV�WKDW�HFRQRPLHV�QHHG�WR�JR�WKURXJK�D�SHULRG�RI�GHOHYHUDJLQJ�LQ�RUGHU�WR�
UHWXUQ�WR�VXVWDLQDEOH�JURZWK���

,W�LV�WKH�SXEOLF�VHFWRU�LQ�DGYDQFHG�HFRQRPLHV�WKDW�KDV�FRQWULEXWHG�VXEVWDQWLDOO\�
WR�RYHUDOO�GHEW�JURZWK�SRVW�*)&��SDUWO\�WR�VXSSRUW�WKH�UHFRYHU\��6LQFH�WKH�HQG�RI�WKH�
VRYHUHLJQ� GHEW� FULVLV� RI� ����²���� WKLV� VHFWRU� KDV� DOVR� ULGGHQ� WKH� WDLOZLQGV� RI�
H[FHSWLRQDOO\� ORZ� ERUURZLQJ� FRVWV�� ,Q� WKH� SURFHVV�� LW� KDV� EHFRPH� YXOQHUDEOH� WR�
LQYHVWRUV� UHDVVHVVLQJ�WKH�ULVN�RI�H[SRVXUHV�WR�KLJKO\� LQGHEWHG�VRYHUHLJQV� LQ�VORZO\�
JURZLQJ�HFRQRPLHV��

���� )RU�DQDO\VHV�VKRZLQJ�WKDW�KLJK�KRXVHKROG�GHEW� LV�NH\�WR�VXEVHTXHQW�VORZ�JURZWK��VHH�0LDQ�HW�DO�
�������DQG�-RUGj�HW�DO���������

���� 6HH�&DOYR�HW�DO���������&ODHVVHQV�HW�DO���������%HFK�HW�DO��������DQG�7DNiWV�DQG�8SSHU���������

'HEW�KDV�EHHQ�ULVLQJ��DQG�SURGXFWLYLW\�IDOOLQJ��RYHU�ILQDQFLDO�F\FOHV� *UDSK��

*OREDO�GHEW� /DERXU�SURGXFWLYLW\�JURZWK�

86'�WUQ�� ��RI�*'3 �������� ����

$GYDQFHG� HFRQRPLHV� �$(V��� $XVWUDOLD�� &DQDGD�� 'HQPDUN�� WKH� HXUR� DUHD�� -DSDQ�� 1HZ� =HDODQG�� 1RUZD\�� 6ZHGHQ�� 6ZLW]HUODQG�� WKH� 8QLWHG�
.LQJGRP�DQG�WKH�8QLWHG�6WDWHV���
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��� (FRQRPLF�UHVLOLHQFH��D�ILQDQFLDO�SHUVSHFWLYH

7KH� ILQDQFLDO� F\FOH� ²� LQ� SDUWLFXODU�� WKH� XQUHVWUDLQHG� EXLOG�XS� RI� ILQDQFLDO�
LPEDODQFHV�LQ�WKH�UXQ�XS�WR�WKH�*)&�²�PD\�KDYH�DOVR�FRQWULEXWHG�WR�WKH�GHFOLQH�LQ�
SURGXFWLYLW\� JURZWK� LQ� DGYDQFHG� HFRQRPLHV� �*UDSK� ��� ULJKW�KDQG� SDQHO��� ,QGHHG��
UHFHQW�%,6�UHVHDUFK�KDV�IRXQG�WKDW�ILQDQFLDO�ERRPV�FDQ�HURGH�SURGXFWLYLW\�JURZWK�E\�
GLUHFWLQJ�ODERXU�WR�ZHDNHU�SURGXFWLYLW\�VHFWRUV����$QG�WKLV�PLVDOORFDWLRQ�RI�UHVRXUFHV�
GXULQJ�WKH�ERRP�KDV�ODUJHU�DQG�PRUH�SHUVLVWHQW�QHJDWLYH�HIIHFWV�RQ�SURGXFWLYLW\�LQ�
WKH� DIWHUPDWK� RI� D� FULVLV� WKDW� PD\� IROORZ�� 7KH� HFRQRPLF� FRQVHTXHQFHV� FDQ� EH�
VXEVWDQWLDO��UHVHDUFK�ILQGLQJV�VXJJHVW�WKDW�WKH�SUH�FULVLV�ILQDQFLDO�ERRP�PD\�KDYH�FXW�
LQ�KDOI�WKH�DYHUDJH�SURGXFWLYLW\�JURZWK�LQ�DGYDQFHG�HFRQRPLHV�EHWZHHQ������DQG�
������6SHFLILF�ILJXUHV�DVLGH��WKH�HIIHFWV�DSSHDU�PDWHULDO��

$V� WKH� *)&� SOD\HG� RXW�� LW� HYHQWXDOO\� VDSSHG� PXFK� RI� WKH� SROLF\� VSDFH�� 7KH�
DFFRPPRGDWLYH�PHDVXUHV�GXULQJ�WKH�FULVLV�ZHUH�HVVHQWLDO�IRU�VWDELOLVLQJ�WKH�ILQDQFLDO�
V\VWHP�DQG�SUHYHQWLQJ�D�GHHSHU�UHFHVVLRQ��%XW�WKHLU�WUDFWLRQ�ZDV�XQGHUPLQHG�E\�WKH�
OHJDF\� RI� WKH� ERRP�� RYHU�LQGHEWHG� SULYDWH� VHFWRUV� LQ� QHHG� RI� GHOHYHUDJLQJ� DQG�
EDODQFH�VKHHW�UHSDLU��DV�ZHOO�DV�D�VHYHUHO\�ZHDNHQHG�EDQNLQJ�V\VWHP����$XWKRULWLHV·�
URRP� IRU� PDQRHXYUH� WKXV� QDUURZHG� ZKLOH� HFRQRPLF� JURZWK� UHPDLQHG� VKRUW� RI�
H[SHFWDWLRQV��UDLVLQJ�TXHVWLRQV�DERXW�ZKHWKHU�DJJUHJDWH�GHPDQG�SROLFLHV�²�DQG�LQ�
SDUWLFXODU��PRQHWDU\�SROLF\�²�PD\�KDYH�EHHQ�DSSURDFKLQJ�WKHLU�QDWXUDO�OLPLWV��$W�WKH�
VDPH�WLPH��WKHUH�KDYH�EHHQ�KDUGO\�DQ\�VLJQV�WKDW�VXSSO\�FRQGLWLRQV�KDYH�LPSURYHG�
WR�VXSSRUW�VWURQJHU�ORQJ�WHUP�JURZWK����

7KHUH�LV�QRZ�D�EURDG�EDVHG�FRQVHQVXV�WKDW�PRQHWDU\�SROLF\�DORQH�FDQQRW�OHDG�
WR�EDODQFHG�JURZWK����,WV�OLPLWDWLRQV�KDYH�EHFRPH�PRUH�HYLGHQW�DV�WLPH�KDV�ZRUQ�RQ��
)RU� LQVWDQFH�� D� SURORQJHG� SHULRG� RI� XOWUD�ORZ� LQWHUHVW� UDWHV� ZRXOG� HYHQWXDOO\�
FRPSUHVV�EDQNV·� LQWHUHVW�PDUJLQV��ZKLFK� FRXOG�XQGHUPLQH�EDQNV·� SURILWDELOLW\� DQG�
UHVLOLHQFH�DQG�UHGXFH�WKHLU�DELOLW\�DQG�LQFHQWLYHV�WR�OHQG��,Q�DGGLWLRQ��SHUVLVWHQWO\�ORZ�
LQWHUHVW� UDWHV�SXW� LQ�TXHVWLRQ�SHQVLRQ� IXQGV·�DELOLW\� WR�KRQRXU� WKHLU�FRPPLWPHQWV��
7KLV�FRXOG�OHDG�FRUSRUDWHV�WR�FXW�EDFN�RQ�LQYHVWPHQW�LQ�RUGHU�WR�SOXJ�KROHV�LQ�GHILQHG�
EHQHILW�SODQV�DQG�FRXOG�VWHHU�LQGLYLGXDOV�WR�VDYH�PRUH�IRU�UHWLUHPHQW�DQG�FRQVXPH�
OHVV�WRGD\���

$V� IDU� DV� ILVFDO� SROLF\� LV� FRQFHUQHG�� WKH� UHPDLQLQJ� VSDFH� LV� VXEMHFW� WR� JUHDW�
XQFHUWDLQW\��VHH�EHORZ���7KDW�VDLG��FULVLV�GULYHQ�GHFOLQHV�LQ�RXWSXW�DQG��LQ�VRPH�FDVHV��
ODUJH�VFDOH�VWLPXOXV�SDFNDJHV�KDYH�SUREDEO\�UHGXFHG�DGYDQFHG�HFRQRPLHV·�URRP�IRU�
PDQRHXYUH�� 7KHUH� LV� DOVR� UHDVRQ� WR�EHOLHYH� WKDW� WKLV� URRP�KDV�EHHQ�QDUURZLQJ� LQ�
(0(V��QRW�OHDVW�EHFDXVH�WKHVH�HFRQRPLHV�W\SLFDOO\�IDFH�WLJKWHU�ILQDQFLQJ�FRQVWUDLQWV��
,Q�DGGLWLRQ��ILQDQFLDO�ERRPV�WHQG�WR�IODWWHU�ILVFDO�SRVLWLRQV��SRWHQWLDOO\�RYHUVWDWLQJ�WKH�
UHVRXUFHV�JRYHUQPHQWV�FDQ�VXPPRQ�LQ�WKH�HYHQW�RI�D�GRZQWXUQ��8OWLPDWHO\��OLPLWHG�
ILVFDO�VSDFH�LQFUHDVHV�WKH�SXEOLF�VHFWRU·V�YXOQHUDELOLW\�WR�D�VZLQJ�LQ�PDUNHW�VHQWLPHQW�
DQG�VHULRXV�VWUHVV���

7KLV�SXWV�D�SUHPLXP�RQ�SUXGHQW�XVH�RI�WKH�DYDLODEOH�ILVFDO�SROLF\�VSDFH��6XFK�XVH�
FRXOG�LQFOXGH�SXEOLF�VSHQGLQJ�WKDW�IRFXVHV�RQ�SURGXFWLYLW\�HQKDQFLQJ�LQYHVWPHQW�RU�
HIILFLHQF\�HQKDQFLQJ�WD[�FXWV��$QG�LW�ZRXOG�DOVR�LQFOXGH�HIIRUWV�WR�LQFUHDVH�WKH�TXDOLW\�
RI� SXEOLF� VSHQGLQJ�� HVSHFLDOO\� LQ� HFRQRPLHV� ZKHUH� SXEOLF� FRQVXPSWLRQ� LV� DOUHDG\�
KLJK��

���� 6HH�%RULR��.KDUURXEL��8SSHU�DQG�=DPSROOL���������

���� 6HH�%HFK�HW�DO���������

���� 6HH�*�����������



(FRQRPLF�UHVLOLHQFH��D�ILQDQFLDO�SHUVSHFWLYH� ��

0DFUR�ILQDQFLDO�VWDELOLW\�IUDPHZRUN�

7KH�NH\�UROH�RI�WKH�ILQDQFLDO�F\FOH�IRU�HFRQRPLF�UHVLOLHQFH�FDOOV�IRU�D�PDFUR�ILQDQFLDO�
VWDELOLW\�IUDPHZRUN��,Q�WKLV�IUDPHZRUN��SUXGHQWLDO��PRQHWDU\�DQG�ILVFDO�SROLFLHV�ZRXOG�
VWHP� WKH� EXLOG�XS� RI� ILQDQFLDO� LPEDODQFHV� E\� OHDQLQJ� PRUH� GHOLEHUDWHO\� DJDLQVW�
ILQDQFLDO�ERRPV�WKDQ�LQ�WKH�SDVW��)RUZDUG�ORRNLQJ�DQG�PLQGIXO�RI�UHPDLQLQJ�URRP�IRU�
PDQRHXYUH��WKHVH�SROLFLHV�ZRXOG�WKHQ�OHDQ�OHVV�DJJUHVVLYHO\�DQG�SHUVLVWHQWO\�DJDLQVW�
EXVWV�VR�DV�WR�DYRLG�WKH�ELDV�LQ�FXUUHQW�IUDPHZRUNV��,PSRUWDQWO\��DV�D�UXOH��WKH�YDULRXV�
SROLFLHV�ZRXOG�SXOO�LQ�WKH�VDPH�GLUHFWLRQ�LQ�RUGHU�WR�UHLQIRUFH�HDFK�RWKHU�DQG�DYRLG�
VHQGLQJ�FRQIOLFWLQJ�VLJQDOV���

3UXGHQWLDO�SROLF\��

3UXGHQWLDO�SROLF\�DGGUHVVHV�GLVFUHSDQFLHV�EHWZHHQ�SULYDWHO\�RSWLPDO�ULVN�WDNLQJ�DQG�
VRFLDOO\� RSWLPDO� RXWFRPHV�� 0LFURSUXGHQWLDO� PHDVXUHV� WDUJHW� WKH� UHVLOLHQFH� RI�
LQGLYLGXDO� LQVWLWXWLRQV�� WUHDWHG�RQ�D�VWDQGDORQH�EDVLV��PDLQO\� WKURXJK�UHTXLUHPHQWV�
RQ� FDSLWDO� DQG� OLTXLGLW\� SRVLWLRQV�� 8VLQJ� VLPLODU� LQVWUXPHQWV�� PDFURSUXGHQWLDO�
PHDVXUHV�WDUJHW�ILQDQFLDO�UHVLOLHQFH�IURP�WKH�SHUVSHFWLYH�RI�WKH�RYHUDOO�V\VWHP��7KH\�
GR� VR� LQ� WZR� ZD\V�� WDUJHWLQJ� PDLQO\� ULVN� FRQFHQWUDWLRQV�� VXFK� DV� WKRVH� UHVXOWLQJ��
IURP� ODUJH� DQG� V\VWHPLFDOO\� LPSRUWDQW� LQVWLWXWLRQV� �WKH� VR�FDOOHG� VWUXFWXUDO� RU�
´FURVV�VHFWLRQDOµ�GLPHQVLRQ���DQG�WDUJHWLQJ�PRUH�VSHFLILFDOO\�WKH�ILQDQFLDO�F\FOH�DQG�
VRXUFHV�RI�SURF\FOLFDOLW\��WKH�VR�FDOOHG�WLPH�GLPHQVLRQ����

:KLOH� WKH� VWUHQJWK� RI� LQGLYLGXDO� EDODQFH� VKHHWV� HPEHGV� ULVN� DVVHVVPHQWV��
LQHYLWDEOH�GHILFLHQFLHV�LQ�WKHVH�DVVHVVPHQWV�FDOO�IRU�DQ�RYHUOD\�RI�FRQVHUYDWLVP��&DSLWDO�
UHTXLUHPHQWV�SURYLGH�D�FDVH�LQ�SRLQW��,Q�EDQN�UHJXODWLRQ��WKHVH�KDYH�D�ULVN�VHQVLWLYH�
FRPSRQHQW�WKDW�LV�EDVHG�RQ�PRGHOV��EH�WKH\�LQWHUQDO�WR�WKH�EDQNV�RU�GHYHORSHG�E\�
H[WHUQDO�DJHQFLHV�RU�UHJXODWRUV�WKHPVHOYHV��1HZ�UXOHV�IRU�LQVXUHUV�LQ�6ROYHQF\�,,�JR�LQ�
WKH�VDPH�GLUHFWLRQ����6XFK�UHTXLUHPHQWV�VHHN� WR�DOLJQ� WKH� OHYHO�RI�FDSLWDO�ZLWK� WKH�
H[SRVXUHV·�ULVNLQHVV��WKXV�FRQWULEXWLQJ�WR�D�UHDOLVWLF�SULFLQJ�RI�ULVN��*LYHQ�WKH�PRGHOV·�
LQKHUHQW�OLPLWDWLRQV��KRZHYHU��UHJXODWLRQ�LQFOXGHV�EDFNVWRSV��VXFK�DV�EDQNV·�OHYHUDJH�
UDWLR� UHTXLUHPHQW��$� OHYHUDJH� UDWLR�KDV�D�FRPSOHPHQWDU\� IXQFWLRQ��DV� LW� UHVWV�RQ�D�
PHDVXUH�RI�WRWDO�H[SRVXUHV��DV�RSSRVHG�WR�WKH�ULVNLQHVV�RI�WKHVH�H[SRVXUHV��

3UXGHQWLDO�DXWKRULWLHV�DOVR�GHFLGH�RQ�WKH�UHTXLUHG�OHYHO�RI�ILQDQFLDO�LQVWLWXWLRQV·�
VDIHJXDUGV�� (PSLULFDO� VWXGLHV�� WKH� %DVHO� &RPPLWWHH·V� ORQJ�WHUP� HFRQRPLF� LPSDFW�
VWXG\�DQG�D�UHFHQW�XSGDWH���ILQG�WKDW�WKHUH�LV�HQRXJK�URRP�IRU�QDWLRQDO�DXWKRULWLHV�
WR� UDLVH� EDQNV·� UHTXLUHPHQWV� DERYH� WKH� UHJXODWRU\� PLQLPD� DQG� VWLOO� REWDLQ� QHW�
EHQHILWV�� 7KLV� LV� WKH� FDVH� IRU�ERWK� ULVN�EDVHG�DQG� OHYHUDJH� UDWLR� UHTXLUHPHQWV�DQG�
UHIOHFWV�WKH�EHQHILWV�RI�DYHUWLQJ�D�FULVLV�E\�HQVXULQJ�HQRXJK�ORVV�DEVRUELQJ�FDSDFLW\�
LQ�WKH�V\VWHP��*UDSK����OHIW�KDQG�SDQHO���&RPSOHPHQWLQJ�WKHVH�V\VWHP�OHYHO�ILQGLQJV��
WKHUH�LV�HYLGHQFH�WKDW�EDQNV�ZLWK�KLJKHU�HTXLW\�WR�DVVHW�UDWLRV�OHQG�PRUH��ULJKW�KDQG�

���� 6HH�&DUXDQD���������

���� 6HH� (XURSHDQ� &RPPLVVLRQ� ������� ������� ,Q� DGGLWLRQ�� WKH� ,QWHUQDWLRQDO� $VVRFLDWLRQ� RI� ,QVXUDQFH�
6XSHUYLVRUV� LV�GHYHORSLQJ�D� ULVN�EDVHG�JOREDO� LQVXUDQFH� FDSLWDO� VWDQGDUG� IRU� LQWHUQDWLRQDOO\�DFWLYH�
LQVXUDQFH�JURXSV��VHH�,$,6������D���

���� 6HH�%&%6������D��DQG�)HQGHU�DQG�/HZULFN���������
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SDQHO���$�PDLQ�GULYHU�RI�WKLV�UHVXOW�LV�WKH�FKHDSHU�IXQGLQJ�RI�ORDQV�IRU�EHWWHU�FDSLWDOLVHG�
²�DQG�WKXV�OHVV�ULVN\�²�EDQNV���

*RLQJ�EH\RQG�WKH�ILQDQFLDO�VWUHQJWK�RI�LQGLYLGXDO� LQVWLWXWLRQV��PDFURSUXGHQWLDO�
PHDVXUHV�DLP�DW�LGHQWLI\LQJ�SRFNHWV�RI�VWUXFWXUDO�YXOQHUDELOLWLHV�IURP�D�V\VWHP�ZLGH�
SHUVSHFWLYH�� 7R� WKLV� HQG�� DXWKRULWLHV� LGHQWLI\� V\VWHPLFDOO\� LPSRUWDQW� EDQNV� DQG�
LQVXUHUV� �6,%V� DQG� 6,,V�� UHVSHFWLYHO\��� LQVWLWXWLRQV� WKDW� ²� EHFDXVH� RI� WKHLU� VL]H��
LQWHUOLQNDJHV��FRPPRQ�H[SRVXUHV�RU�FULWLFDO�UROH�LQ�NH\�PDUNHWV�²�DUH�LQVWUXPHQWDO�IRU�
WKH�VPRRWK�IXQFWLRQLQJ�RI�WKH�V\VWHP�DV�D�ZKROH��6WULFWHU�UHJXODWRU\�UHTXLUHPHQWV�IRU�
WKHVH� LQVWLWXWLRQV� KDYH� WZR� REMHFWLYHV�� )LUVW�� WKH\� VHHN� WR� OLPLW� WKH� OLNHOLKRRG� RI� D�
IDLOXUH��HJ�JOREDO�6,%�DQG�6,,�VXUFKDUJHV��DQG�HQVXUH�HQRXJK�UHVRXUFHV�IRU�D�VSHHG\�
DQG�QRQ�GLVUXSWLYH�UHVROXWLRQ�SURFHVV�ZKHQ�IDLOXUHV�GR�KDSSHQ��WRWDO�ORVV�DEVRUELQJ�
FDSDFLW\��7/$&������6HFRQG��WKH\�DLP�WR�PDNH�V\VWHPLF�LPSRUWDQFH�FRVWO\�IRU�WKH�ILUPV��
WKXV�LQFHQWLYLVLQJ�WKHP�WR�UHGXFH�WKHLU�VL]H�DQG�LQWHUFRQQHFWHGQHVV��

7KH�VSHFLDO�UROH�RI�FHQWUDO�FRXQWHUSDUWLHV��&&3V��LQ�WKH�ILQDQFLDO�V\VWHP�KDV�OHG�
WR� D� GLIIHUHQW� PDFURSUXGHQWLDO� DSSURDFK�� 7R� LPSURYH� WKH� WUDQVSDUHQF\� DQG� ULVN�
PDQDJHPHQW�VWDQGDUGV�RI�GHULYDWLYHV�DFWLYLW\��WKH�SRVW�FULVLV�UHJXODWRU\�UHIRUP�KDV�
VWHHUHG� WKLV� DFWLYLW\� WRZDUGV� &&3V���� 7KH� UHVXOW� LV� JUHDWHU� FRQFHQWUDWLRQ� RI� WKH�
DWWHQGDQW�ULVNV��ZKLFK�KDV�LQFUHDVHG�WKH�V\VWHPLF�LPSRUWDQFH�RI�&&3V��7KLV�LQWHQGHG�

���� 6HH�*DPEDFRUWD�DQG�6KLQ���������

���� 6HH�%&%6���������)6%���������,$,6������������E���

���� 6HH�*�����������

6WUHQJWKHQLQJ�EDQNV·�IRXQGDWLRQV� *UDSK��

6L]HDEOH�HFRQRPLF�EHQHILWV�RI�UHJXODWLRQ� 0RUH�FDSLWDO��PRUH�OHQGLQJ�

3HU�FHQW

���7KH�́ PRGHUDWHµ��´KLJKµ��HVWLPDWH�RI�QHW�PDUJLQDO�EHQHILWV�UHIHUV�WR�ULVN�ZHLJKWHG�FDSLWDO�UHTXLUHPHQWV�DQG�DVVXPHV�D�FRVW�RI�V\VWHPLF�FULVHV�
HTXDO�WR������������RI�*'3��7KH�JUH\�VKDGHG�DUHD�LQGLFDWHV�WKH�FRUUHVSRQGLQJ�EHQHILWV�IURP�D�OHYHUDJH�UDWLR��/5��UHTXLUHPHQW��FDOLEUDWHG�
ZLWKLQ�D��²���UDQJH��������(DFK�GRW�UHSUHVHQWV�DQ�LQWHUQDWLRQDO�EDQN��)RU�HDFK�RI�WKH�����EDQNV��YDOXHV�DUH�FDOFXODWHG�DV�DYHUDJHV�RYHU�WKH
SHULRG�����²������7KH�VFDWWHU�SORW�²�EDVHG�RQO\�RQ�WKH�FURVV�VHFWLRQDO�GLPHQVLRQ�RI�WKH�GDWD�DQG�H[FOXGLQJ�FRQWUROV�²�RYHUVWDWHV�WKH�QRLVH�
LQ�WKH�UHODWLRQVKLS��3DQHO�UHJUHVVLRQV�WKDW�FRQWURO� IRU�EDQN�DQG�PDFUR�YDULDEOHV�UHYHDO�DQ�HYHQ�FOHDUHU�SDWWHUQ��VHH�*DPEDFRUWD�DQG�6KLQ�
��������


�GHQRWHV�VLJQLILFDQFH�DW�WKH����OHYHO��

6RXUFHV��%UHL�DQG�*DPEDFRUWD���������*DPEDFRUWD�DQG�6KLQ���������%DQNVFRSH��%&%6������D���%,6�FDOFXODWLRQV��
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SROLF\� RXWFRPH�KDV� EHHQ� FRPELQHG�ZLWK�PHDVXUHV� WR� VWUHQJWKHQ�&&3V·� UHVLOLHQFH�
WKURXJK�VWULFWHU�ULVN�PDQDJHPHQW�VWDQGDUGV���

,Q� WXUQ�� FRXQWHUF\FOLFDO� PDFURSUXGHQWLDO� PHDVXUHV� DGGUHVV� WKH� ILQDQFLDO� F\FOH�
KHDG�RQ��7KHVH�PHDVXUHV�KDYH� WZR� LQWHUUHODWHG�REMHFWLYHV��7KH� ILUVW� LV� WR�EXLOG�XS�
SUXGHQWLDO�EXIIHUV�GXULQJ�WKH�ILQDQFLDO�F\FOH·V�XSWXUQ�LQ�RUGHU�WR�GUDZ�RQ�WKHP�LQ�D�
FRQWUROOHG�PDQQHU�GXULQJ� WKH�GRZQWXUQ�� WKXV� FRQWDLQLQJ� WKH� DWWHQGDQW� FRVWV�� 7KH�
VHFRQG�� PRUH� DPELWLRXV�� JRDO� LV� WR� UHVWUDLQ� ULVN�WDNLQJ� GXULQJ� WKH� ERRP�� WKXV�
FRQWDLQLQJ�WKH�GHYHORSPHQW�RI�YXOQHUDELOLWLHV���

$� FRQFUHWH� H[DPSOH� RI� D� SROLF\� UXOH� WKDW� HPEHGV� WKLV� SKLORVRSK\� LV�
FRXQWHUF\FOLFDO�UHJXODWRU\�UHTXLUHPHQWV����$V�UHJDUGV�EDQNV��WKH�%DVHO�,,,�JXLGHOLQHV�
LGHQWLI\�RQH�RI�WKH�(:,V�GLVFXVVHG�DERYH�²�QDPHO\��WKH�FUHGLW�WR�*'3�JDS�²�DV�WKH�
VWDUWLQJ� SRLQW� IRU� SROLF\� GLVFXVVLRQV� DERXW� FRXQWHUF\FOLFDO� FDSLWDO� EXIIHUV���� 7KH�
DJUHHG� LQWHUQDWLRQDO� UHFLSURFLW\� LQ� WKH� LPSOHPHQWDWLRQ� RI� WKHVH� EXIIHUV� VHHNV� WR�
DGGUHVV�WKH�ILQDQFLDO�F\FOH·V�V\QFKURQLFLW\�DQG�PDFURSUXGHQWLDO�SROLFLHV·�FURVV�ERUGHU�
HIIHFWV�� ,Q� &&3� VSDFH�� DQDORJRXV� PHDVXUHV� VHHN� WR� OLPLW� SURF\FOLFDO� FKDQJHV� WR�
FOHDULQJ�PHPEHUV·�PDUJLQV�DQG�FROODWHUDO��

+DYLQJ� JRQH� D� ORQJ� ZD\� LQ� UHVSRQGLQJ� WR� OHVVRQV� IURP� WKH� *)&�� SUXGHQWLDO�
DXWKRULWLHV�QRZ�IDFH�WZR�FKDOOHQJHV��7KH�ILUVW�LV�WR�VWD\�ILUP�LQ�GHIHQGLQJ�WKH�JDLQV�RI�
WKH�SRVW�FULVLV�UHJXODWRU\�UHIRUP��$�NH\�JRDO�RI�WKH�UHIRUP�LV�WR�DGGUHVV�IHDWXUHV�RI�
WKH� ILQDQFLDO� V\VWHP� WKDW� OHDG� WR�XQVXVWDLQDEOH� LPEDODQFHV�� )RU� H[DPSOH�� WKH�KLJK�
SUH�FULVLV�UHWXUQ�RQ�HTXLW\�IODWWHUHG�EDQNV·�SHUIRUPDQFH�PHDVXUHV�EXW�ZDV�DWWDLQHG�
RQ� WKH� EDFN� RI� XQVXVWDLQDEO\� KLJK� OHYHUDJH�� /LNHZLVH�� WKH� SUH�FULVLV� HQYLURQPHQW�
FUHDWHG� OLTXLGLW\� LOOXVLRQ�� UHVXOWLQJ� LQ� PDQ\� PDUNHW� SDUWLFLSDQWV� EHLQJ� FDXJKW� E\�
VXUSULVH�ZKHQ�OLTXLGLW\�HYDSRUDWHG�DW�WKH�ILUVW�VLJQ�RI�VWUHVV��7KXV��VWHHULQJ�WKH�V\VWHP�
WRZDUGV�PRUH�VXVWDLQDEOH�EDQN�SHUIRUPDQFH�DQG�D�PRUH�UHDOLVWLF�SULFLQJ�RI�ULVNV�DUH�
LPSRUWDQW�REMHFWLYHV��

7KH�VHFRQG�FKDOOHQJH�LV�WR�DGGUHVV�WKH�PRUSKLQJ�RI�ULVNV��$V�WUDGLWLRQDO�ILQDQFLDO�
SOD\HUV� UHWUHQFK��PDUNHW�EDVHG� ILQDQFH� LV�JDLQLQJ�JURXQG��DORQJVLGH� WKH�ZHLJKW�RI�
DVVHW�PDQDJHUV�� 7KH� SRVW�FULVLV� DVFHQW� RI� DVVHW�PDQDJHUV�PHDQV� QHZ�� SRWHQWLDOO\�
GHVWDELOLVLQJ��PDUNHW�IRUFHV��$VVHW�PDQDJHUV�DUH�D�VRXUFH�RI�FRQFHUQ�QRW�EHFDXVH�RI�
KLJK�GHEW�OHYHOV�EXW�EHFDXVH�RI�PDQGDWHV�WKDW�FDQ�PDNH�WKHP�XQZLOOLQJ�RU�XQDEOH�WR�
DEVRUE�WHPSRUDU\�ORVVHV��&RQVLVWHQW�ZLWK�WKLV��WKHUH�LV�HYLGHQFH�WKDW�WKHLU�EHKDYLRXU�
FRXOG�DPSOLI\�PDUNHW� YRODWLOLW\�� )RU�RQH�� IXQG� IORZV� WHQG� WR�EH�SURF\FOLFDO�� LQIORZV�
IROORZ� KLJK� UHWXUQV�� ZKLOH� RXWIORZV� IROORZ� ORZ� UHWXUQV���� ,Q� DGGLWLRQ�� IDU� IURP�
GDPSHQLQJ�WKH�HIIHFW�RI�FOLHQW�RUGHUV�RQ�PDUNHW�SULFHV��DVVHW�PDQDJHUV�DPSOLI\� LW��

���� 6HH�&366�DQG�,26&2���������2QJRLQJ�ZRUN�E\�WKH�&30,��,26&2�DQG�WKH�)6%�LQFOXGHV��RIIHULQJ�IXUWKHU�
JXLGDQFH� WR� QDWLRQDO� DXWKRULWLHV� IRU� HQKDQFLQJ� &&3V·� UHVLOLHQFH� DQG� UHFRYHU\� SODQQLQJ�� DQDO\VLQJ�
&&3V·�H[SRVXUH�WR�FRPPRQ�VKRFNV��LGHQWLI\LQJ�DQG�TXDQWLI\LQJ�WKH�LQWHUGHSHQGHQFLHV�EHWZHHQ�&&3V�
DQG�PDMRU�ILQDQFLDO�LQVWLWXWLRQV��DQG�PRQLWRULQJ�WKH�LPSOHPHQWDWLRQ�RI�UHVROXWLRQ�UHJLPHV��

���� ,Q�DGGLWLRQ��WKHUH�KDYH�EHHQ�QDWLRQDO�HIIRUWV�WR�SXW�LQ�SODFH�PDFURSUXGHQWLDO�IUDPHZRUNV��ZLWK�WKH�
VWURQJ� VXSSRUW� RI� WKH� *���� )6%�,0)�%,6� ������� SURYLGHV� D� FODVVLILFDWLRQ� RI� WKHVH� IUDPHZRUNV� �LQ�
SDUWLFXODU��$QQH[���DQG�7DEOH����DQG�UHYLHZV�VWXGLHV�RI�WKHLU�HIIHFWLYHQHVV��$QQH[�����

���� 6HH�%&%6������E���$XWKRULWLHV�DUH�H[SHFWHG�WR�DSSO\�MXGJPHQW�LQ�VHWWLQJ�WKH�EXIIHU�LQ�WKHLU�MXULVGLFWLRQ�
DIWHU�XVLQJ� WKH�EHVW� LQIRUPDWLRQ�DYDLODEOH� WR�JDXJH� WKH�EXLOG�XS�RI� V\VWHP�ZLGH� ULVN�� UDWKHU� WKDQ�
UHO\LQJ�PHFKDQLVWLFDOO\�RQ�WKH�FUHGLW�WR�*'3�JXLGH��)RU�LQVWDQFH��QDWLRQDO�DXWKRULWLHV�PD\�IRUP�WKHLU�
SROLF\�GHFLVLRQV�XVLQJ�FUHGLW�WR�*'3�UDWLRV�EDVHG�RQ�GLIIHUHQW�GDWD�VHULHV�IURP�WKH�%,6·V�DV�LQSXW�GDWD��
OHDGLQJ�WR�FUHGLW�WR�*'3�JDSV�WKDW�GLIIHU�IURP�WKRVH�SXEOLVKHG�E\�WKH�%,6��

���� 6HH�%,6���������&KDSWHU�9,��
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WKHLU�GLVFUHWLRQDU\�WUDGHV�WHQG�WR�EH�LQ�WKH�VDPH�GLUHFWLRQ�DV�FOLHQW�LQGXFHG�WUDGHV���

5HFHQW�SROLF\�LQLWLDWLYHV�DUH�VHHNLQJ�DQ�LQWHUQDWLRQDO�UHVSRQVH�WR�WKHVH�QHZ�VRXUFHV�
RI�ULVN���

0RQHWDU\�SROLF\�

7KH�PDFUR�ILQDQFLDO�VWDELOLW\�IUDPHZRUN�ZRXOG�UHTXLUH�PRQHWDU\�SROLF\�IUDPHZRUNV�
WR�WDNH�ILQDQFLDO�VWDELOLW\�FRQVLGHUDWLRQV�V\VWHPDWLFDOO\�LQWR�DFFRXQW��7R�NHHS�ILQDQFLDO�
FRQGLWLRQV�RQ�DQ�HYHQ�NHHO�DW�DOO�WLPHV��PRQHWDU\�SROLF\�ZRXOG�OHDQ�DJDLQVW�WKH�ZLQG�
RI�ILQDQFLDO�ERRPV�WR�KHOS�VPRRWK�WKH�ILQDQFLDO�F\FOH��,Q�HIIHFW��WKLV�VWUDWHJ\�ZRXOG�
UHFRJQLVH�WKDW�LQIRUPDWLRQ�DERXW�ILQDQFLDO�LPEDODQFHV�FRXOG�VLJQDO�PDFURHFRQRPLF�
RYHUKHDWLQJ�HYHQ�ZKHQ�WKH�HYROXWLRQ�RI�LQIODWLRQ�LV�EHQLJQ��'XULQJ�SHULRGV�RI�VWUHVV��
PRQHWDU\� SROLF\�ZRXOG� VHHN� WR�PDLQWDLQ� UREXVW� OLTXLGLW\� FRQGLWLRQV��ZKLOH� OHDYLQJ�
LWVHOI� HQRXJK� URRP� IRU� PDQRHXYUH� LQ� D� VXEVHTXHQW� SHUVLVWHQW� GRZQWXUQ�� 7KLV�
V\VWHPDWLF�PRQHWDU\�VWUDWHJ\�ZRXOG�XVHIXOO\�FRPSOHPHQW�RWKHU�SROLFLHV��WKXV�KHOSLQJ�
WR�PLWLJDWH�ILQDQFLDO�YXOQHUDELOLWLHV�DQG�UHDS�WKH�EHQHILWV�RI�FULVLV�SUHYHQWLRQ��

6\VWHPDWLFDOO\� LQFRUSRUDWLQJ� ILQDQFLDO� VWDELOLW\� FRQVLGHUDWLRQV� LQWR� PRQHWDU\�
SROLF\�ZRXOG�VXJJHVW�UHILQHPHQWV�RI�H[LVWLQJ�IUDPHZRUNV��,W�ZRXOG�EH�LPSRUWDQW�WR�
XVH�WKH�IOH[LELOLW\�DOUHDG\�HPEHGGHG�LQ�PRQHWDU\�SROLF\�PDQGDWHV�WR� OHQJWKHQ�WKH�
SROLF\�KRUL]RQ�DQG�ORRN�EH\RQG�VKRUW�WHUP�SULFH�VWDELOLW\��ZKLFK�ZRXOG�DOORZ�VORZ�
PRYLQJ�ILQDQFLDO�LPEDODQFHV�WR�EH�WDNHQ�LQWR�DFFRXQW��7KH�FDVH�IRU�VXFK�DQ�DSSURDFK�
KDV�EHHQ�VWUHQJWKHQHG�E\�WKH�ORQJ�VWDQGLQJ�ZHDNHQLQJ�RI�WKH�OLQN�EHWZHHQ�LQIODWLRQ�
DQG� GRPHVWLF� PHDVXUHV� RI� VODFN��� DQG� E\� WKH� OLNHOLKRRG� WKDW� VRPH� RI� WKH�
GLVLQIODWLRQDU\� SUHVVXUHV� UHIOHFW� EHQLJQ� EXW� SHUVLVWHQW� IDFWRUV�� QRW� OHDVW� WKH�
JOREDOLVDWLRQ�RI�WKH�UHDO�HFRQRP\�DQG�WKH�HQWU\�RI�ODUJH��ORZ�FRVW�SURGXFHUV�LQ�WKH�
WUDGLQJ�V\VWHP��$�VHFRQG�VWHS�ZRXOG�EH�WR�SD\�FORVH�DWWHQWLRQ�WR�WKH�ULVN�RI�GRLQJ�
WRR�OLWWOH�WRR�ODWH��DV�PLJKW�EH�WKH�FDVH�LI�DXWKRULWLHV�ZDLWHG�IRU�LPEDODQFHV�WR�EHFRPH�
REYLRXV�EHIRUH�UHVSRQGLQJ��$FWLQJ�DW�VXFK�D�SRLQW�FRXOG�VLPSO\�SUHFLSLWDWH��LQVWHDG�
RI�ZDUG�RII��WKH�SUREOHPV��7KLV�VXJJHVWV�WKDW�D�PRUH�V\VWHPDWLF�UHVSRQVH�WR�ILQDQFLDO�
F\FOHV�PLJKW�EH�SUHIHUDEOH��

$QDO\VHV� RI�PRQHWDU\� OHDQLQJ� DJDLQVW� WKH� ILQDQFLDO� F\FOH� FRPSDUH� WKH� RXWSXW�
FRVWV�RI�WLJKWHQLQJ�GXULQJ�D�ERRP�WR�WKH�VXEVHTXHQW�RXWSXW�EHQHILWV�IURP�UHGXFLQJ�
WKH�OLNHOLKRRG�DQG�VHYHULW\�RI�D�FULVLV�GRZQ�WKH�URDG��6XFK�DQDO\VHV�DUH�QRW�HDV\��QRW�
OHDVW�EHFDXVH�WKH�UHODWLRQVKLS�EHWZHHQ�SROLF\�DFWLRQV�DQG�HFRQRPLF�RXWFRPHV�PLJKW�
FKDQJH� ZKHQ� WKH� SROLF\� UXOH� FKDQJHV�� $QG� WKHUH� LV�� DV� \HW�� QR� FRQVHQVXV� RQ� WKH�
EDODQFH� RI� EHQHILWV� DQG� FRVWV�� 7KDW� VDLG�� %,6� UHVHDUFK� WKDW� LQFRUSRUDWHV� UHDOLVWLF�
IHDWXUHV�RI�WKH�ILQDQFLDO�F\FOH�VXJJHVWV�WKDW�WKH�SRWHQWLDO�EHQHILWV�FDQ�EH�VLJQLILFDQW�
DQG�WKDW�LW�LV�LPSRUWDQW�WR�OHDQ�HDUO\���

���� 6HH�6KHN�HW�DO���������

���� 6HH�)6%���������

���� )RU�D�ORQJ�WLPH��LQIODWLRQ�KDV�SURYHG�TXLWH�LQVHQVLWLYH�WR�PHDVXUHV�RI�GRPHVWLF�HFRQRPLF�VODFN��6HH��
DPRQJ�RWKHUV��6WRFN�DQG�:DWVRQ���������%DOO�DQG�0D]XPGHU��������DQG�)DXVW�DQG�/HHSHU���������

���� 6HH�-XVHOLXV�HW�DO��������DQG�)LODUGR�DQG�5XQJFKDURHQNLWNXO���������6WXGLHV�WKDW�ILQG�OLPLWHG�EHQHILWV�
RI� OHDQLQJ�DJDLQVW� WKH�ZLQG� W\SLFDOO\�DVVXPH�²� LQWHU�DOLD�²� WKDW� FULVHV�GR�QRW� UHVXOW� LQ�SHUPDQHQW�
RXWSXW�ORVVHV��WKDW�OHDQLQJ�DIIHFWV�WKH�SUREDELOLW\�RI�D�FULVLV�EXW�QRW�LWV�FRVWV�DQG�WKDW�WKHUH�DUH�QR�
FRVWV�WR�ZDLWLQJ��VHH�HJ�$MHOOR�HW�DO���������6YHQVVRQ��������������DQG�,0)������E���5HOD[LQJ�VRPH�RI�
WKHVH�DVVXPSWLRQV��$GULDQ�DQG�/LDQJ��������ILQG�KLJKHU�EHQHILWV�IURP�D�OHDQLQJ�VWUDWHJ\���
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+RZ� IDU� VXFK� D� SROLF\� FDQ� EH� SXUVXHG� ZLOO� DOVR� GHSHQG� RQ� FRXQWU\�VSHFLILF�
IHDWXUHV�� ,Q� SDUWLFXODU�� LQ� D� VPDOO� RSHQ� HFRQRP\� D� FHQWUDO� EDQN� KDV�PRUH� OLPLWHG�
LQIOXHQFH�RQ�ERUURZLQJ�FRVWV�DQG�OLTXLGLW\�FRQGLWLRQV��RZLQJ�WR�WKH�H[WHUQDO�IDFWRUV�
GLVFXVVHG�DERYH��,Q�SDUWLFXODU��H[FHVVLYHO\�DFFRPPRGDWLYH�JOREDO�OLTXLGLW\�FRQGLWLRQV�
UDLVH� FKDOOHQJLQJ�SROLF\� WUDGH�RIIV��5DLVLQJ� WKH�SROLF\� UDWH�ZRXOG� WLJKWHQ�GRPHVWLF�
FXUUHQF\� OLTXLGLW\� FRQGLWLRQV� EXW� ZRXOG� WHQG� WR� OHDG� WR� DQ� DSSUHFLDWLRQ� RI� WKH�
GRPHVWLF�FXUUHQF\��WKXV�DWWUDFWLQJ�IXUWKHU�FDSLWDO�IORZV�DQG�DOVR�VHWWLQJ�LQ�PRWLRQ�WKH�
ULVN�WDNLQJ�FKDQQHO�RI�H[FKDQJH�UDWHV��7KLV�ZRXOG�VXJJHVW�D�UHODWLYHO\�JUHDWHU�UHOLDQFH�
RQ�PDFURSUXGHQWLDO�PHDVXUHV�� IRUHLJQ�H[FKDQJH� LQWHUYHQWLRQ�DQG�ILVFDO�SROLF\� �VHH�
EHORZ���

)URP�D�PRUH�JOREDO�SHUVSHFWLYH��ODUJH�MXULVGLFWLRQV�WKDW�DUH�KRPH�WR�LQWHUQDWLRQDO�
IXQGLQJ�FXUUHQFLHV�KDYH�D�VSHFLDO�UHVSRQVLELOLW\��7KH\�FRXOG�FRQVLGHU�WKH�FURVV�ERUGHU�
HIIHFWV� RI� WKHLU� GRPHVWLF� SROLFLHV�� DW� OHDVW� LQVRIDU� DV� WKH\� UHYHUEHUDWH� EDFN�
�´HQOLJKWHQHG�VHOI�LQWHUHVWµ���,QWHUQDWLRQDO�FRQVXOWDWLRQV�FDQ�KHOS�KHUH��

)LVFDO�SROLF\�

7KH�ILQDQFLDO�DQG�SXEOLF�VHFWRUV�DUH�FORVHO\�LQWHUWZLQHG��7KH�OLQN�FDQ�UXQ�ERWK�ZD\V��
,Q�RQH�GLUHFWLRQ��D�ZHDN�ILQDQFLDO�V\VWHP�FDQ�XQGHUPLQH�ILVFDO�KHDOWK��8QVXVWDLQDEOH�
ILQDQFLDO�ERRPV�RIWHQ�HQG�LQ�VHULRXV�ILQDQFLDO�VWUDLQV�RU�RXWULJKW�FULVHV��UHVXOWLQJ�LQ�
ODUJH�LQFUHDVHV�LQ�SXEOLF�GHEW��,Q�WKLV�FDVH��WKH�ORVV�RI�UHYHQXH�DQG�KLJKHU�VSHQGLQJ�
IURP�WKH�FULVLV�LQGXFHG�UHFHVVLRQ�DQG�VORZ�UHFRYHU\�VXEVWDQWLDOO\�DGG�WR�DQ\�GLUHFW�
EDLORXW�FRVWV�QHHGHG�WR�VXSSRUW�WURXEOHG�ILQDQFLDO�LQVWLWXWLRQV��,Q�WKH�RWKHU�GLUHFWLRQ��
D�ZHDN�ILVFDO�SRVLWLRQ�FDQ�XQGHUPLQH�D�ILQDQFLDO�V\VWHP·V�KHDOWK��'LUHFWO\��LW�UHGXFHV�
WKH�YDOXH�RI�ILQDQFLDO�LQVWLWXWLRQV·�FODLPV�RQ�WKH�VRYHUHLJQ��,QGLUHFWO\�� LW�XQGHUPLQHV�
WKH�JRYHUQPHQW·V�DELOLW\�WR�EDFNVWRS�EDQNV�RQFH�SULYDWH�ORVV�DEVRUELQJ�FDSDFLW\�²�LQ�
WKH�IRUP�RI�HTXLW\�RU�EDLO�LQ�DEOH�GHEW�²�KDV�EHHQ�XVHG��%DQNV·�FDSLWDO�PD\�UXQ�WKLQ�
DQG�IXQGLQJ�LQ�FROODWHUDOLVHG�PDUNHWV�PD\�EHFRPH�PRUH�H[SHQVLYH����)XUWKHUPRUH��
DFFHVV� WR� IRUHLJQ� IXQGLQJ� PD\� DOVR� GHWHULRUDWH� IRU� DOO� ILUPV� DQG� WKH� VFRSH� IRU�
VWDELOLVLQJ�ILVFDO�LQWHUYHQWLRQV�LQ�D�UHFHVVLRQ�RU�D�FULVLV�PD\�QDUURZ��OHDGLQJ�WR�ODUJHU�
GURSV�LQ�DVVHW�SULFHV�DQG�FUHGLW�GHPDQG�WKDQ�RWKHUZLVH��KLWWLQJ�EDQNV·�EDODQFH�VKHHWV�
LQGLUHFWO\���

7KHVH� WZR�ZD\� OLQNV� FUHDWH� WKH�SRWHQWLDO� IRU�D� YLFLRXV� FLUFOH�RU�GRRP� ORRS�� LQ�
ZKLFK�ILQDQFLDO�DQG�VRYHUHLJQ�ULVNV�DQG�WKHLU�HIIHFWV�RQ�WKH�EURDGHU�HFRQRP\�FDQ�EH�
PXWXDOO\�UHLQIRUFLQJ��)RU�LQVWDQFH��PDUNHW�EDVHG�PHDVXUHV�RI�VROYHQF\�ULVNV�IRU�EDQNV�
DQG�VRYHUHLJQV� �&'6�VSUHDGV��GLVSOD\�D�VWURQJHU�FRUUHODWLRQ� LQ�FRXQWULHV�ZLWK�KLJK�
SXEOLF�GHEW�DQG�ODUJHU�EDQNV·�VRYHUHLJQ�H[SRVXUHV��*UDSK����OHIW�KDQG�SDQHO���(YHQ�
ZLWKLQ�WKH�VDPH�FRXQWU\��EDQNV�ZLWK�ODUJHU�GRPHVWLF�VRYHUHLJQ�H[SRVXUHV��OHVV�FDSLWDO�
RU�PRUH�ZKROHVDOH�IXQGLQJ�KDYH�FXW�FUHGLW�WR�SULYDWH�ILUPV�E\�PRUH�LQ�UHVSRQVH�WR�D�
ULVH�LQ�VRYHUHLJQ�ULVN����*LYHQ�WKHVH�FORVH�WLHV��LW�LV�XQVXUSULVLQJ�WKDW��DFURVV�WLPH�DQG�
D�ODUJH�VDPSOH�RI�FRXQWULHV��EDQNV·�PDUNHW�YDOXDWLRQV��WKHLU�PDUNHW�WR�ERRN�YDOXHV��
DQG�SXEOLF�GHEW�UDWLRV�DUH�QHJDWLYHO\�UHODWHG��ULJKW�KDQG�SDQHO���

:KDW�FDQ�SROLF\PDNHUV�GR�WR�PLQLPLVH�WKH�DPSOLILFDWLRQ�RI�ULVN"�

���� 6HH�&*)6��������

���� 6WXGLHV�H[SORLWLQJ�PLFUR�GDWD�LQFOXGH�GH�%UX\FNHUH�HW�DO���������'HPLUJ�o�.XQW�DQG�+XL]LQJD��������
DQG�%RWWHUR�HW�DO���������(DUOLHU�VWXGLHV�WKDW�LGHQWLILHG�WKH�GRRP�ORRS�LQ�WKH�HXUR�DUHD�LQFOXGH�6JKHUUL�
DQG�=ROL��������DQG�0RG\���������
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7R�WKLV�HQG��LW�LV�HVVHQWLDO�WKDW�ULVN�VHQVLWLYH�UHJXODWLRQ�DQG�VXSHUYLVLRQ�DSSO\�WR�
EDQNV·�VRYHUHLJQ�H[SRVXUHV��$GPLWWHGO\��DW�WLPHV�RI�VWUHVV��SUXGHQWLDO�SROLF\�PD\�QHHG�
WR�EH�FRQVLVWHQW�ZLWK�EDQNV�LQFUHDVLQJ�WKHLU�SXUFKDVHV�RI�VRYHUHLJQ�GHEW��WKXV�DFWLQJ�
DV�FRQWUDULDQ�LQYHVWRUV�DQG�DOORZLQJ�JRYHUQPHQWV�WR�VWDELOLVH�WKH�HFRQRP\��%XW�WKDW�
VKRXOG�QRW�XQGHUPLQH�WKH�SULQFLSOH�RI�ULVN�VHQVLWLYLW\��HJ�ULVN\�VRYHUHLJQ�H[SRVXUHV�
VKRXOG�EH�SDUWO\�IXQGHG�ZLWK�HTXLW\�FDSLWDO�DQG�WKLV�FDSLWDO�VKRXOG�EH�KLJKHU�ZKHQ�
VRYHUHLJQ� ULVN� LV� KLJKHU�� 5LVN� VHQVLWLYLW\� RI� SUXGHQWLDO�PHDVXUHV� DFURVV� DOO� W\SHV�RI�
H[SRVXUHV�ZRXOG�VWUHQJWKHQ�EDQNV·�UHVLOLHQFH��WKXV�EXWWUHVVLQJ�WKHP�DV�SURYLGHUV�RI�
PDUNHW� OLTXLGLW\� DQG� NH\� SOD\HUV� LQ� PRQHWDU\� SROLF\� WUDQVPLVVLRQ�� ,W� ZRXOG� DOVR�
FRQWULEXWH� WR� D� PRUH� UHDOLVWLF� SULFLQJ� RI� VRYHUHLJQ� ULVN�� ZKLFK� ZRXOG� GLVFRXUDJH�
H[FHVVLYH�GHEW�LVVXDQFH�DQG�XOWLPDWHO\�UHGXFH�WKH�OLNHOLKRRG�RI�ILQDQFLDO�VWUHVV��

7KDW�VDLG��SUXGHQWLDO�SROLF\�RQ�LWV�RZQ�FRXOG�QRW�FRPSOHWHO\�VKLHOG�EDQNV�IURP�
VRYHUHLJQV�� ,QGLUHFW� H[SRVXUHV� ZRXOG� UHPDLQ�� DV� VRYHUHLJQV·� KHDOWK� DIIHFWV�
PDFURHFRQRPLF�VWDELOLW\�DQG�WKH�FUHGLELOLW\�RI�ILQDQFLDO�EDFNVWRSV��+HQFH��SUXGHQWLDO�
SROLF\�LV�D�FRPSOHPHQW�WR�VRXQG�ILVFDO�SROLF\��QRW�D�VXEVWLWXWH�IRU�LW���

6RXQG�ILVFDO�SROLF\�LQFOXGHV�WZR�LPSRUWDQW�HOHPHQWV��7KH�ILUVW�LQYROYHV�SUHVHUYLQJ�
RU�UHEXLOGLQJ�ILVFDO�VSDFH��WKH�VHFRQG��UHGXFLQJ�RU�HOLPLQDWLQJ�ILVFDO� LQFHQWLYHV�WKDW�
IDYRXU�GHEW�RYHU�HTXLW\�DQG�VWUXFWXULQJ�ILVFDO�SROLF\�WR�WDNH�DFFRXQW�RI�WKH�ILQDQFLDO�
F\FOH��&RQVLGHU�HDFK�HOHPHQW�LQ�WXUQ���

3UHVHUYLQJ�ILVFDO�VSDFH��5HVLOLHQFH�FDOOV�IRU�ILVFDO�VSDFH�WKDW�LV�ODUJH�HQRXJK�WR�UHVSRQG�
HIIHFWLYHO\� WR� D� ILQDQFLDO� GRZQWXUQ�� 6XFK� D� UHVSRQVH� FRXOG� LQFOXGH� VWDQGDUG� ILVFDO�
VWLPXOXV�WR�FRXQWHUDFW�WKH�IDOO� LQ�DJJUHJDWH�GHPDQG��$QG�LQ�WKH�HYHQW�WKDW�SULYDWH�
UHVRXUFHV�SURYH�LQVXIILFLHQW��DYDLODEOH�ILVFDO�VSDFH�ZRXOG�EH�XVHG�DV�D�ODVW�UHVRUW�IRU�
UHSDLULQJ�EDQNV·�EDODQFH�VKHHWV��$�VZLIW�UHSDLU�LV�NH\�WR�HQFRXUDJLQJ�QHZ�OHQGLQJ�DQG�
IDFLOLWDWLQJ�WKH�UHGXFWLRQ�RI�UHVRXUFH�PLVDOORFDWLRQ�WKDW�LV�WKH�OHJDF\�RI�WKH�ERRP���

3UHVHUYLQJ�ILVFDO�VSDFH�ZRXOG�DOVR�SURYLGH�D�VDIHJXDUG�DJDLQVW�D�ORVV�RI�LQYHVWRU�
FRQILGHQFH��$EVHQW�VXIILFLHQW�ILVFDO�VSDFH��DGYHUVH�GHYHORSPHQWV�LQ�NH\�GHWHUPLQDQWV�

3XEOLF�ILQDQFHV�DQG�EDQN�ULVN�DUH�KLJKO\�LQWHUGHSHQGHQW� *UDSK��

%DQN�DQG�VRYHUHLJQ�&'6�VSUHDGV� %DQN�YDOXDWLRQ�DQG�SXEOLF�GHEW��

���&R�PRYHPHQW�RI�WKH�QDWXUDO�ORJDULWKP�RI�WKH�&'6�VSUHDGV�RI�EDQNV�KHDGTXDUWHUHG�LQ�WKH�FRXQWU\�FRQFHUQHG�ZLWK�VRYHUHLJQ�&'6�IURP�D
SDQHO�UHJUHVVLRQ��7KH�JUDSK�UHSRUWV�HVWLPDWHG�FRHIILFLHQWV�RI� WKH� ORJDULWKPLF�FKDQJH�LQ�VRYHUHLJQ�&'6�LQWHUDFWHG�ZLWK�D�GXPP\�YDULDEOH�
LQGLFDWLQJ�WKH�TXDUWLOH�RI�WKH�GRPHVWLF�EDQNLQJ�V\VWHP·V�DJJUHJDWH�H[SRVXUH�WR�GRPHVWLF�VRYHUHLJQ�GHEW�DV�D�VKDUH�RI�WRWDO�EDQNLQJ�DVVHWV�
ZKHUH���LQGLFDWHV�EDQNLQJ�V\VWHPV�ZLWK�WKH�ORZHVW�GRPHVWLF�VRYHUHLJQ�H[SRVXUH�DQG���LQGLFDWHV�WKH�KLJKHVW��7KH�VDPSOH�FRYHUV����DGYDQFHG�
DQG�HPHUJLQJ�PDUNHW�HFRQRPLHV��������&RXQWU\�DYHUDJHV�RI�PDUNHW�WR�ERRN�UDWLR�RI�EDQNV�DQG�SXEOLF�GHEW�DV�D�SHUFHQWDJH�RI�*'3��WKH�VDPSOH�
FRYHUV����DGYDQFHG�DQG�HPHUJLQJ�PDUNHW�HFRQRPLHV�IRU�����²������7KH�UHJUHVVLRQ�OLQH�LV�VLJQLILFDQW�DW�WKH����OHYHO��

6RXUFHV��(&%��,0)��'DWDVWUHDP��0DUNLW��%,6��%,6�FDOFXODWLRQV��

���

���

���

���

� � � �
���%DQNLQJ�V\VWHP�H[SRVXUH�WR�
GRPHVWLF�VRYHUHLJQ�GHEW��TXDUWLOHV

&
R�
P
RY
HP

HQ
W�R
I�E
DQ
N�
DQ
G�
VR
YH
UH
LJ
Q

���
���
&
'
6
��U
HJ
UH
VV
LR
Q�
FR
HI
ILF
LH
QW

���

���

���

���

� �� ��� ���
3XEOLF�GHEW�WR�*'3����

%
DQ
N�
P
DU
NH
W�
WR
�E
RR
N�
UD
WLR



(FRQRPLF�UHVLOLHQFH��D�ILQDQFLDO�SHUVSHFWLYH� ��

RI�ILVFDO�SRVLWLRQV��VXFK�DV�LQWHUHVW�UDWHV��FRXOG�WULJJHU�D�ULVH�LQ�VRYHUHLJQ�ERUURZLQJ�
FRVWV�DQG�IRUFH�D�VKDUS�ILVFDO�FRQWUDFWLRQ��$W�SUHVHQW��H[WUHPHO\�ORZ��RU�HYHQ�QHJDWLYH��
ORQJ�WHUP�\LHOGV��DQG�FRPSUHVVHG�WHUP�SUHPLD��SRVH�D�ULVN�RI�D�VKDUS�DGMXVWPHQW�LQ�
WKH�IXWXUH��

7R�HQVXUH�DPSOH�ILVFDO�VSDFH��SROLF\PDNHUV�IDFH�DW�OHDVW�WZR�SUDFWLFDO�FKDOOHQJHV��
2QH�LV�WR�SURWHFW�ZKDWHYHU�ILVFDO�VSDFH�WKHUH�LV�LQ�WKH�XSWXUQ�RI�WKH�ILQDQFLDO�F\FOH��
,QGHHG��ILQDQFLDO�ERRPV�IODWWHU�ILVFDO�EDODQFHV��6WDQGDUG�PHWKRGV�PD\�LQGLFDWH�WKDW�
SRWHQWLDO�RXWSXW�LV�SHUPDQHQWO\�KLJKHU��ZKHQ�LQ�IDFW�LW�LV�RQO\�WHPSRUDULO\�ERRVWHG�E\�
WKH� ILQDQFLDO� ERRP�� ,I� VR�� KLJKHU� UHYHQXHV� DQG� ORZHU� H[SHQGLWXUHV�ZRXOG�QRW� ODVW��
5HYHQXHV�PLJKW� EH� IXUWKHU� ERRVWHG�E\� WKH� DWWHQGDQW�� \HW� WHPSRUDU\�� LQFUHDVHV� LQ�
DVVHW�RU�FRPPRGLW\�SULFHV��$QG�WKH�QRPLQDO�H[FKDQJH� UDWH�PLJKW�DOVR�DSSUHFLDWH��
WHPSRUDULO\�UHGXFLQJ�WKH�GRPHVWLF�FXUUHQF\�YDOXH�RI�);�GHQRPLQDWHG�GHEW�DQG�WKH�
FRUUHVSRQGLQJ�LQWHUHVW�SD\PHQWV��8QIRUWXQDWHO\��VWDQGDUG�PHDVXUHV�RI�WKH�F\FOLFDOO\�
DGMXVWHG�ILVFDO�EDODQFH�GR�QRW�DFFRXQW�IRU�WKHVH�HIIHFWV��+HQFH��ZKHQ�WKH�ERRP�WXUQV�
WR� EXVW�� ILVFDO� SRVLWLRQV� PD\� HQG� XS� EHLQJ� PXFK� ZRUVH� WKDQ� SROLF\PDNHUV� KDG�
DQWLFLSDWHG����2QH� SRVVLEOH�� DOEHLW� SDUWLDO�� UHPHG\� LV� WR� DGMXVW� ILVFDO� EDODQFHV�ZLWK�
PHDVXUHV�RI�WKH�RXWSXW�JDS���WKDW�LQFRUSRUDWH�LQIRUPDWLRQ�DERXW�WKH�ILQDQFLDO�F\FOH���

3UH�FULVLV��WKLV�PHWKRG�ZRXOG�KDYH�VLJQDOOHG�D�GHWHULRUDWLQJ�ILVFDO�SRVLWLRQ�LQ�VHYHUDO�
FRXQWULHV��ZKHUHDV�WKH�VWDQGDUG�PHWKRG�LQGLFDWHG�DQ�LPSURYHPHQW��*UDSK������

7KH�RWKHU� FKDOOHQJH� LQ�DVVHVVLQJ� ILVFDO� VSDFH� LV� WR�HVWLPDWH�GHEW� OLPLWV�²�KRZ�
PXFK�GHEW�FDQ�EH� UDLVHG�ZLWKRXW�SURYRNLQJ�VWUDLQV�DV� WKH�FUHGLWZRUWKLQHVV�RI� WKH�
VRYHUHLJQ� FRPHV� LQWR� TXHVWLRQ��$� GHEW� OLPLW� LV� QRUPDOO\� FDOFXODWHG� DV� WKH� SUHVHQW�
GLVFRXQWHG�YDOXH�RI�WKH�PD[LPXP�DYHUDJH�SULPDU\�ILVFDO�VXUSOXV�WKDW�D�FRXQWU\�FDQ�
VXVWDLQ��$�UHFHQW�PHWKRG�FDOFXODWHV�VXFK�DQ�DYHUDJH�VXUSOXV�RQ�WKH�EDVLV�RI�KLVWRULFDO�
H[SHULHQFH�� ZKLOH� DOORZLQJ� IRU� SROLWLFDO� DQG� HFRQRPLF� FRQVLGHUDWLRQV� WKDW� SUHYHQW�
SHUVLVWHQW�LQFUHDVHV�LQ�ILVFDO�VXUSOXVHV�²�D�UHDFWLRQ�IXQFWLRQ�DSSURDFK���

$Q\�HVWLPDWHV�RI�GHEW�OLPLWV�VKRXOG�EH�WDNHQ ZLWK�JUHDW�FDXWLRQ��)RU�RQH��HYHQ�
VPDOO�FKDQJHV�WR�WKH�HVWLPDWHG�FRHIILFLHQWV�RI�WKH�ILVFDO�UHDFWLRQ�IXQFWLRQ�FRXOG�DOWHU�
GHEW� OLPLW� HVWLPDWHV� E\� URXJKO\� ����� RI� *'3�� 6HFRQG�� HVWLPDWHG� GHEW� OLPLWV� DUH�
ODUJHO\�EDVHG�RQ�H[WUDSRODWLRQ��)HZ�FRXQWULHV�KDYH�H[SHULHQFHG�GHEW�OHYHOV�DQ\ZKHUH�
QHDU� WKH� HVWLPDWHG� GHEW� OLPLWV�� ,W� ZRXOG� WKHUHIRUH� EH� LPSUXGHQW� WR� DVVXPH� WKDW�
ILQDQFLDO�PDUNHWV�ZRXOG�QRW� UHDFW�EHIRUH� WKRVH� OLPLWV�DUH� UHDFKHG� �ZKLFK�ZRXOG�� LQ�
WXUQ��LQYDOLGDWH�WKH�HVWLPDWHV���7KLUG��HVWLPDWHV�ODUJHO\�LJQRUH�WKH�ULVN�WKDW�HFRQRPLF�
FRQGLWLRQV�PD\�VXGGHQO\�GHWHULRUDWH��<HW�GHEW� OLPLWV�VKRXOG�QDWXUDOO\�GHSHQG�RQ�D�
JRYHUQPHQW·V�DELOLW\�WR�VXVWDLQ�GHEW�QRW�RQO\�XQGHU�DYHUDJH�HFRQRPLF�DQG�ILQDQFLDO�

���� 7KH�H[SHULHQFHV�RI�6SDLQ�DQG�,UHODQG�DUH�WHOOLQJ��7KHLU�ILVFDO�DFFRXQWV�ORRNHG�VWURQJ�GXULQJ�WKH�SUH�
*)&�ILQDQFLDO�ERRP��WKH�GHEW�WR�*'3�UDWLRV�ZHUH�ORZ�DQG�IDOOLQJ�DQG�ILVFDO�VXUSOXVHV�SUHYDLOHG��$QG�
\HW��IROORZLQJ�WKH�EXVW�DQG�WKH�EDQNLQJ�FULVHV��VRYHUHLJQ�FULVHV�EURNH�RXW��

���� 7KH�RXWSXW�JDS�LV�WKH�GLIIHUHQFH�EHWZHHQ�WKH�DFWXDO�OHYHO�RI�RXWSXW�DQG�LWV�ORQJ�UXQ�DYHUDJH�OHYHO��RU�
SRWHQWLDO�RXWSXW��� ,W� LV�QRW�REVHUYDEOH�DQG�QHHGV� WR�EH�HVWLPDWHG��6WDQGDUG�PHWKRGV� WKDW�GR�QRW�
LQFRUSRUDWH�ILQDQFLDO�LQIRUPDWLRQ�PD\�RYHUVWDWH�SRWHQWLDO�RXWSXW�²�WKDW�LV��XQGHUVWDWH�WKH�RXWSXW�JDS�
²�GXULQJ�ILQDQFLDO�ERRPV��

���� 6HH�%RULR��/RPEDUGL�DQG�=DPSROOL���������

���� 7KH�JUDSK�XQGHUVWDWHV�WKH�WUXH�DGMXVWPHQW��7KH�XQGHUO\LQJ�PHWKRG�GRHV�QRW�FRUUHFW�HQWLUHO\�IRU�WKH�
FKDQJH�LQ�WKH�FRPSRVLWLRQ�RI�UHYHQXHV�GXULQJ�D�ILQDQFLDO�ERRP�DQG�GRHV�QRW�DFFRXQW�IRU�FRQWLQJHQW�
OLDELOLWLHV��ZKLFK�WHQG�WR�LQFUHDVH�DV�SULYDWH�GHEW�ULVHV�GXULQJ�D�ERRP��%RULR��/RPEDUGL�DQG�=DPSROOL�
���������

���� 6HH�%R[�9�%�LQ�%,6��������IRU�GHWDLOV��
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FRQGLWLRQV��EXW�DOVR�XQGHU� VWUHVVHG�RQHV��&XUUHQW� ORZ� ORQJ�WHUP� LQWHUHVW� UDWHV�� IRU�
LQVWDQFH��DUH�H[SHFWHG�WR�ODVW�IRU�PDQ\�\HDUV��EXW�WR�WKH�H[WHQW�WKDW�WKH\�SDUWO\�UHIOHFW�
D�´EXEEOHµ�LQ�WKH�ERQG�PDUNHW��WKH�ULVN�RI�D�VQDSEDFN�FDQQRW�EH�UXOHG�RXW����)RXUWK��
HVWLPDWHV�GR�QRW�H[SOLFLWO\� LQFRUSRUDWH�FRQWLQJHQW� OLDELOLWLHV� IURP�D�SRVVLEOH� IXWXUH�
ILQDQFLDO�FULVLV��QRU�WKH�H[SHFWHG�LQFUHDVHV�LQ�DJH�UHODWHG�VSHQGLQJ��ZKLFK�ORRP�ODUJH�
LQ�PDQ\�FRXQWULHV��)LQDOO\��HVWLPDWHV�GR�QRW�DOORZ� IRU� WKH� OLNHO\�DGYHUVH� LPSDFW�RQ�
WUHQG�JURZWK�RI�GHFOLQLQJ�SRSXODWLRQ�JURZWK�DQG�DJHLQJ���

7KH�ODUJH�XQFHUWDLQW\�VXUURXQGLQJ�HVWLPDWHV�RI�GHEW�OLPLWV�VXJJHVWV�WKDW�LW�ZRXOG�
EH�LPSUXGHQW�WR�LQWHUSUHW�WKHP�DV�ERXQGDULHV�WKDW�FDQ�EH�VDIHO\�WHVWHG��6RYHUHLJQ�
GHIDXOWV�LQYROYH�XQXVXDOO\�ODUJH�RXWSXW�ORVVHV�ZKLFK�DUH�UDUHO\�UHYHUVHG��VHH�DERYH���
$QG��HYHQ�VKRUW�RI�GHIDXOW��HSLVRGHV�RI�VHYHUH�PDUNHW�VWUHVV�FDQ�DOVR�KDYH�ODUJH�DQG�
SHUVLVWHQW� HIIHFWV� RQ� WKH� UHDO� HFRQRP\�� ,Q� DVVHVVLQJ� D� GHEW�ILQDQFHG� H[SDQVLRQ��
SROLF\PDNHUV�ZRXOG�WKHUHIRUH�QHHG�WR�FDUHIXOO\�DVVHVV�ZKHWKHU�WKH�JUHDWHU�H[SRVXUH�
WR�VXFK�KLJK�FRVW�V\VWHPLF�HYHQWV�LV�ZRUWK�WKH�EHQHILWV��7KH�EHQHILWV�PD\�QRW�EH�ODUJH�
HQRXJK��HVSHFLDOO\�ZKHQ�SXEOLF�GHEW�LV�DOUHDG\�KLJK��,Q�WKLV�FDVH��HYLGHQFH�SRLQWV�WR�
UHODWLYHO\� VPDOO� ILVFDO� PXOWLSOLHUV���� 7KDW� VDLG�� WKH� EHQHILWV� PD\� EH� ODUJHU� LI� ILVFDO�
UHVRXUFHV�DUH�XVHG�IRU�LQIUDVWUXFWXUH�LQYHVWPHQW�RU�WR�VXSSRUW�SURGXFWLYLW\�HQKDQFLQJ�
VWUXFWXUDO�UHIRUPV���

)LVFDO�LQFHQWLYHV�DQG�SURDFWLYH�ILVFDO�SROLF\��7KH�VWUXFWXUDO�FRPSRQHQW�RI�ILVFDO�SROLF\�
FDQ�EH�GHVLJQHG�WR�UHGXFH�OHYHUDJH��)RU�RQH��LQ�VHYHUDO�FRXQWULHV�LQWHUHVW�SD\PHQW�
UHOLHI�DQG�RWKHU�WD[�SURYLVLRQV�OHDG�WR�VLJQLILFDQW�GLIIHUHQFHV�LQ�WKH�HIIHFWLYH�PDUJLQDO�
WD[� UDWH� RI� GHEW� DQG� HTXLW\�� 5HFHQW� HYLGHQFH� LQGLFDWHV� WKDW� VXFK� GLIIHUHQFHV� DUH�
DVVRFLDWHG� ZLWK� KLJKHU� FRUSRUDWH� OHYHUDJH���� )XUWKHUPRUH�� H[SOLFLW� DQG� LPSOLFLW�
JRYHUQPHQW� JXDUDQWHHV� GLVWRUW� WKH� SULFLQJ� RI� ULVN�� WKH\� ERRVW� EDQNV·� SHUFHLYHG�

���� 6HH�)HUROL�HW�DO���������

���� 6HH�,O]HW]NL�HW�DO��������DQG�%DQHUMHH�DQG�=DPSROOL���������

���� 2Q�WKH�WD[�LQGXFHG�ELDV�WRZDUGV�GHEW��VHH�HJ�-RKDQVVRQ�HW�DO���������,0)���������'H�0RRLM���������
&RXUQqGH�HW�DO��������DQG�2(&'����������

&\FOLFDO�DGMXVWPHQW�RI�ILVFDO�EDODQFHV�

$V�D�SHUFHQWDJH�RI�*'3������²���DYHUDJH *UDSK��

���7KH�EDUV�UHSUHVHQW�WKH�F\FOLFDO�FRUUHFWLRQ�WR�WKH�ILVFDO�EDODQFHV��7KH�UHG�EDUV�LQGLFDWH�WKH�DGMXVWPHQW�REWDLQHG�XVLQJ�D�VWDQGDUG�PHDVXUH�
RI�WKH�RXWSXW�JDS��+RGULFN�3UHVFRWW���ZKLFK�GRHV�QRW�WDNH�LQWR�DFFRXQW�ILQDQFLDO�YDULDEOHV��7KH�EOXH�EDUV�LQGLFDWH�WKH�DGMXVWPHQW�REWDLQHG�E\
XVLQJ�D�PHDVXUH�RI�WKH�RXWSXW�JDS�WKDW�LQFRUSRUDWH�LQIRUPDWLRQ�DERXW�WKH�ILQDQFLDO�F\FOH��ILQDQFH�QHXWUDO���

6RXUFHV��,0)��:RUOG�(FRQRPLF�2XWORRN��2(&'��%,6�FDOFXODWLRQV��
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+XQJDU\ ,WDO\ 3RODQG 6RXWK�$IULFD 6SDLQ 8QLWHG�.LQJGRP 8QLWHG�6WDWHV

+RGULFN�3UHVFRWW )LQDQFH�QHXWUDO
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FUHGLWZRUWKLQHVV�²�DV�UHIOHFWHG��IRU�LQVWDQFH��LQ�UDWLQJV�²�ZKLFK�WHQGV�WR�ORZHU�FUHGLW�
VSUHDGV��:KLOH�JXDUDQWHHV�FDQ�EH�HVVHQWLDO�WR�SURWHFW�WKH�ILQDQFLDO�V\VWHP�LQ�SHULRGV�
RI�DFXWH�VWUHVV��WKH�XQGHUSULFLQJ�RI�ULVN�VWUHQJWKHQV�LQFHQWLYHV�WR�OHYHU�XS���

&\FOLFDO� ILVFDO� SROLF\� FRXOG� FRPSOHPHQW�PRQHWDU\� SROLF\� DQG�PDFURSUXGHQWLDO�
WRROV�WR�OHDQ�DJDLQVW�WKH�ZLQG��7R�WKH�H[WHQW�WKDW�DXWKRULWLHV�EDVH�SROLFLHV�RQ�F\FOLFDOO\�
DGMXVWHG�PHDVXUHV�RI� ILVFDO�VSDFH�� WKHLU�VWDQFH�ZRXOG�DOUHDG\�EH�FRXQWHUF\FOLFDO�� ,W�
ZRXOG�FRQWULEXWH�WR�WKH�EXLOG�XS�RI�ILVFDO�UHVRXUFHV�GXULQJ�D�ILQDQFLDO�XSWXUQ�VR�WKDW�
WKH\� FRXOG� EH� GHSOR\HG� LQ� D� GRZQWXUQ�� :KHWKHU� ILVFDO� SROLF\� FDQ� DOVR� GDPSHQ�
VLJQLILFDQWO\� WKH� ILQDQFLDO� F\FOH� LV� VWLOO� DQ�RSHQ�TXHVWLRQ��7KDW� VDLG�� WKHUH�DUH� VRPH�
SURPLVLQJ�LQGLFDWLRQV�WKDW�WLJKWHU�ILVFDO�SROLF\�PD\�VORZ�SULYDWH�FUHGLW�JURZWK�ZLWKRXW�
KDYLQJ�ODUJH�DGYHUVH�HIIHFWV�RQ�RXWSXW����$QRWKHU�DGYDQWDJH�RI�ILVFDO�SROLF\��DW�OHDVW�
FRPSDUHG� WR�PRQHWDU\� SROLF\�� LV� WKDW� LW� FDQ� EH�PRUH� WDUJHWHG� DQG�PD\� OLPLW� WKH�
FXUUHQF\�DSSUHFLDWLRQ�WKDW�FRXOG�JR�DORQJ�ZLWK�KLJKHU� LQWHUHVW� UDWHV��2Q�WKH�RWKHU�
KDQG��ILVFDO�SROLF\�PD\�EH�KDUGHU�WR�LPSOHPHQW�LQ�D�WLPHO\�IDVKLRQ��)RU�WKLV�UHDVRQ��
DXWRPDWLF�VWDELOLVHU�PHFKDQLVPV�DLPHG�DW�WKH�ILQDQFLDO�F\FOH�UDWKHU�WKDQ�WKH�EXVLQHVV�
F\FOH�PD\�EH�D�PRUH�SURPLVLQJ�DYHQXH��

���� 6HH�%DQHUMHH�DQG�=DPSROOL���������
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3ROLF\�SULQFLSOHV�

6WULYH�IRU�ILQDQFLDO�UHVLOLHQFH�LQ�WZR�FRPSOHPHQWDU\�ZD\V���

R %XLOG�SUXGHQWLDO�EXIIHUV�DQG�SROLF\�VSDFH�WR�ZLWKVWDQG�VKRFNV���

R 6\VWHPDWLFDOO\�VWHP�WKH�DFFXPXODWLRQ�RI�LPEDODQFHV�WR�DYRLG�XQVXVWDLQDEOH�
ILQDQFLDO�ERRPV��

0RQLWRU�ILQDQFLDO�UHVLOLHQFH�ZLWK�D�KROLVWLF�SHUVSHFWLYH�RQ�EDODQFH�VKHHW�VWUHQJWK��

R 7UDFN� WKH�DFFXPXODWHG�VWRFN�RI�GHEW��JURVV�FDSLWDO� IORZV�� OHYHUDJH�� VKRUW�
WHUP� IXQGLQJ� DQG� WKH� DWWHQGDQW� PDWXULW\� PLVPDWFKHV�� ERUURZHUV·�
QDWLRQDOLW\��DQG�WKH�FXUUHQF\�GHQRPLQDWLRQ�RI�DVVHWV�DQG�OLDELOLWLHV��

R 0RQLWRU�FRXQWULHV·�H[SRVXUH�WR�D�FRPPRQ�ILQDQFLDO�F\FOH��

R &RPSLOH� WLPHO\� DQG� LQWHUQDWLRQDOO\� FRQVLVWHQW� GDWD� IRU� PRQLWRULQJ� WKH�
HYROXWLRQ�RI�ULVN�H[SRVXUHV��

'HVLJQ� SUXGHQWLDO� UHTXLUHPHQWV� LQ� D� ZD\� WKDW� DFFRXQWV� IRU� WKH� ULVNLQHVV� RI�
H[SRVXUHV��,Q�DGGLWLRQ��

R $GGUHVV� LQKHUHQW� GHILFLHQFLHV� RI� ULVN� PHDVXUHPHQW� WKURXJK� SUXGHQWLDO�
EDFNVWRSV�SURSRUWLRQDWH�WR�WKH�VL]H�RI�H[SRVXUHV��

R $SSO\�SUXGHQWLDO� VXUFKDUJHV�SURSRUWLRQDWH� WR� WKH� V\VWHPLF� LPSRUWDQFH�RI�
LQVWLWXWLRQV�DQG�LQIUDVWUXFWXUHV��

%XLOG�XS�SUXGHQWLDO�EXIIHUV�GXULQJ�ILQDQFLDO�ERRPV��(QVXUH�WKDW�WKHVH�EXIIHUV�FDQ�
EH� GUDZQ� GRZQ�ZKHQ� QHHGHG� DQG� DUH� FRPPHQVXUDWH�ZLWK� VXEVWDQWLDO� ORVVHV�
GXULQJ�D�GRZQWXUQ��

8VH� WKH� IOH[LELOLW\� HPEHGGHG� LQ� PRQHWDU\� SROLF\� IUDPHZRUNV� WR� LQFRUSRUDWH�
ILQDQFLDO�VWDELOLW\�FRQVLGHUDWLRQV��

,Q�FRQGXFWLQJ�ILVFDO�SROLF\��GLVFRXQW�WKH�DSSDUHQW�LPSURYHPHQW�LQ�ILVFDO�SRVLWLRQV�
GXULQJ� ILQDQFLDO� ERRPV� DQG� SUHSDUH� IRU� D� VXEVWDQWLDO� GUDLQDJH� RI� UHVRXUFHV�
GXULQJ�EXVWV��

%XLOG�DGHTXDWH�ILVFDO�VSDFH�LQ�QRUPDO�WLPHV�WR��

R LQVWLO�FRQILGHQFH�LQ�WKH�VWUHQJWK�RI�WKH�ILQDQFLDO�VHFWRU���

R EH�D� YLDEOH� ODVW� UHVRUW� IRU� VZLIW�SRVW�FULVLV�EDODQFH� VKHHW� UHSDLUV� LI�SULYDWH�
UHVRXUFHV�SURYH�LQVXIILFLHQW��
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5HIHUHQFHV�

$GULDQ�� 7� DQG�1� /LDQJ� �������� ´0RQHWDU\�SROLF\�� ILQDQFLDO� FRQGLWLRQV�� DQG� ILQDQFLDO�
VWDELOLW\µ��)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�6WDII�5HSRUWV��QR������-XO\��

$MHOOR�� $�� 7� /DXEDFK�� '� /ySH]�6DOLGR� DQG� 7�1DNDWD� �������� ´)LQDQFLDO� VWDELOLW\� DQG�
RSWLPDO�LQWHUHVW�UDWH�SROLF\µ��SUHVHQWHG�DW�WKH�)HGHUDO�5HVHUYH�%DQN�RI�6DQ�)UDQFLVFR�
FRQIHUHQFH�´7KH�QHZ�QRUPDO�IRU�PRQHWDU\�SROLF\µ��

$QGUHZV��'�DQG�)�&LQJDQR���������´3XEOLF�SROLF\�DQG�UHVRXUFH�DOORFDWLRQ��HYLGHQFH�
IURP�ILUPV�LQ�2(&'�FRXQWULHVµ��(FRQRPLF�3ROLF\��YRO�����QR�����SS����²����

$YGMLHY��6��5�0F&DXOH\�DQG�+�6�6KLQ���������´%UHDNLQJ�IUHH�RI�WKH�WULSOH�FRLQFLGHQFH�
LQ�LQWHUQDWLRQDO�ILQDQFHµ��%,6�:RUNLQJ�3DSHUV��QR������2FWREHU��

%DOO��/�DQG�6�0D]XPGHU���������´,QIODWLRQ�G\QDPLFV�DQG�WKH�JUHDW�UHFHVVLRQ�µ�1%(5�
:RUNLQJ�3DSHUV��QR��������

%DQHUMHH�� 5� DQG� )� =DPSROOL� �������� ´:KDW� GULYHV� WKH� VKRUW�UXQ� FRVWV� RI� ILVFDO�
FRQVROLGDWLRQ"�(YLGHQFH�IURP�2(&'�HFRQRPLHVµ��%,6�:RUNLQJ�3DSHUV��QR������0DUFK��

%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�����������WK�$QQXDO�5HSRUW��-XQH��

³³³� �������� ´$GGUHVVLQJ� ILQDQFLDO� V\VWHP� SURF\FOLFDOLW\�� D� SRVVLEOH� IUDPHZRUNµ��
QRWH�IRU�WKH�)6)�:RUNLQJ�*URXS�RQ�0DUNHW�DQG�,QVWLWXWLRQDO�5HVLOLHQFH��6HSWHPEHU��

³³³�����������WK�$QQXDO�5HSRUW��-XQH��

³³³�����������WK�$QQXDO�5HSRUW��-XQH��

³³³�����������WK�$QQXDO�5HSRUW��-XQH��

%DVHO�&RPPLWWHH�RQ�%DQNLQJ� 6XSHUYLVLRQ� �����D���$Q�DVVHVVPHQW�RI� WKH� ORQJ�WHUP�
HFRQRPLF�LPSDFW�RI�VWURQJHU�FDSLWDO�DQG�OLTXLGLW\�UHTXLUHPHQWV��$XJXVW��

³³³������E���%DVHO�,,,��$�JOREDO�UHJXODWRU\�IUDPHZRUN�IRU�PRUH�UHVLOLHQW�EDQNV�DQG�
EDQNLQJ�V\VWHPV��'HFHPEHU��

³³³���������*OREDO�V\VWHPLFDOO\�LPSRUWDQW�EDQNV��XSGDWHG�DVVHVVPHQW�PHWKRGRORJ\�
DQG�WKH�KLJKHU�ORVV�DEVRUEHQF\�UHTXLUHPHQW��-XO\��

%HFK��0��/�*DPEDFRUWD�DQG�(�.KDUURXEL���������´0RQHWDU\�SROLF\�LQ�D�GRZQWXUQ��DUH�
ILQDQFLDO�FULVHV�VSHFLDO"µ��%,6�:RUNLQJ�3DSHUV��QR������6HSWHPEHU���

%pQpWUL[�� $�� 3� /DQH� DQG� -� 6KDPEDXJK� �������� ´,QWHUQDWLRQDO� FXUUHQF\� H[SRVXUHV��
YDOXDWLRQ�HIIHFWV�DQG�WKH�JOREDO� ILQDQFLDO�FULVLVµ��-RXUQDO�RI� ,QWHUQDWLRQDO�(FRQRPLFV��
YRO�����VXSSOHPHQW����-XO\��SS�6��²6�����

%RULR��&�DQG�3�'LV\DWDW���������´*OREDO�LPEDODQFHV�DQG�WKH�ILQDQFLDO�FULVLV��OLQN�RU�QR�
OLQN"µ��%,6�:RUNLQJ�3DSHUV��QR������0D\���

³³³� �������� ´&DSLWDO� IORZV� DQG� WKH� FXUUHQW� DFFRXQW�� WDNLQJ� ILQDQFLQJ� �PRUH��
VHULRXVO\µ��%,6�:RUNLQJ�3DSHUV��QR������2FWREHU��

%RULR��&��0�'UHKPDQQ�DQG�.�7VDWVDURQLV���������´6WUHVV�WHVWLQJ�PDFUR�VWUHVV�WHVWLQJ��
GRHV�LW�OLYH�XS�WR�H[SHFWDWLRQV"µ��%,6�:RUNLQJ�3DSHUV��QR������-DQXDU\��

%RULR�� &�� (� .KDUURXEL�� &� 8SSHU� DQG� )� =DPSROOL� �������� ´/DERXU� UHDOORFDWLRQ� DQG�
SURGXFWLYLW\� G\QDPLFV�� ILQDQFLDO� FDXVHV�� UHDO� FRQVHTXHQFHVµ�� %,6� :RUNLQJ� 3DSHUV��
QR������'HFHPEHU��
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%RULR��&��0�/RPEDUGL�DQG�)�=DPSROOL� �������� ´)LVFDO�VXVWDLQDELOLW\�DQG�WKH�ILQDQFLDO�
F\FOHµ��%,6�:RUNLQJ�3DSHUV��QR������0DUFK��

%RULR��&��0F&DXOH\�5��0F*XLUH�3�DQG�9�6XVKNR���������´&RYHUHG�LQWHUHVW�SDULW\�ORVW��
XQGHUVWDQGLQJ�WKH�FURVV�FXUUHQF\�EDVLVµ��%,6�4XDUWHUO\�5HYLHZ��6HSWHPEHU��

%RWWHUR��0��6�/HQ]X�DQG�)�0H]]DQRWWL���������´6RYHUHLJQ�GHEW�H[SRVXUH�DQG�WKH�EDQN�
OHQGLQJ� FKDQQHO�� LPSDFW� RQ� FUHGLW� VXSSO\� DQG� WKH� UHDO� HFRQRP\µ�� ZRUNLQJ� SDSHU��
+DUYDUG�8QLYHUVLW\��-DQXDU\��

%UHL��0�DQG�/�*DPEDFRUWD� �������� ´7KH� OHYHUDJH�UDWLR�RYHU� WKH�F\FOHµ��%,6�:RUNLQJ�
3DSHUV��QR������1RYHPEHU��

&DOYR�� *�� $� ,]TXLHUGR� DQG� (� 7DOYL� �������� ´3KRHQL[�PLUDFOHV� LQ� HPHUJLQJ�PDUNHWV��
UHFRYHULQJ� ZLWKRXW� FUHGLW� IURP� V\VWHPLF� ILQDQFLDO� FULVHVµ�� 1%(5� :RUNLQJ� 3DSHUV��
QR��������

&DUXDQD��-���������´5HJXODWRU\�VWDELOLW\�DQG�WKH�UROH�RI�VXSHUYLVLRQ�DQG�JRYHUQDQFHµ��
NH\QRWH�DGGUHVV�DW�WKH�7HQWK�+LJK�OHYHO�0HHWLQJ�RQ�*OREDO�%DQNLQJ�6WDQGDUGV�DQG�
6XSHUYLVRU\�3ULRULWLHV�LQ�WKH�$PHULFDV��0RQWHYLGHR�����2FWREHU���

&KXL��0��(�.XUXF�DQG�3�7XUQHU���������´$�QHZ�GLPHQVLRQ�WR�FXUUHQF\�PLVPDWFKHV�LQ�
WKH�HPHUJLQJ�PDUNHWV��QRQ�ILQDQFLDO�FRUSRUDWHVµ��%,6�:RUNLQJ�3DSHUV��QR������0DUFK��

&ODHVVHQV�� 6�� $� .RVH� DQG� 0� 7HUURQHV� �������� ´:KDW� KDSSHQV� GXULQJ� UHFHVVLRQV��
FUXQFKHV�DQG�EXVWV"µ��(FRQRPLF�3ROLF\��YRO�����QR�����SS����²�����

&RPPLWWHH�RQ�WKH�*OREDO�)LQDQFLDO�6\VWHP���������7KH�LPSDFW�RI�VRYHUHLJQ�FUHGLW�ULVN�
RQ�EDQN�IXQGLQJ�FRQGLWLRQV��&*)6�3DSHUV��QR�����-XO\��

&RPPLWWHH�RQ�3D\PHQW�DQG�6HWWOHPHQW�6\VWHPV�DQG�,QWHUQDWLRQDO�2UJDQL]DWLRQ�RI�
6HFXULWLHV�&RPPLVVLRQV���������3ULQFLSOHV�IRU�ILQDQFLDO�PDUNHW�LQIUDVWUXFWXUHV��$SULO��

&RXUQqGH�� %��2�'HQN� DQG�3�+RHOOHU� �������� ´)LQDQFH� DQG� LQFOXVLYH�JURZWKµ��2(&'�
(FRQRPLF�3ROLF\�3DSHUV��QR�����

GH� %UX\FNHUH�� 9�� 0� *HUKDUGW�� *� 6FKHSHQV� DQG� 5� 9DQGHU� 9HQQHW� ��������
´%DQN�VRYHUHLJQ�ULVN�VSLOORYHUV� LQ�WKH�(XURSHDQ�GHEW�FULVLV´��-RXUQDO�RI�%DQNLQJ�DQG�
)LQDQFH��YRO�����

'HPLUJ�o�.XQW��$�DQG�+�+XL]LQJD���������́ $UH�EDQNV�WRR�ELJ�WR�IDLO�RU�WRR�ELJ�WR�VDYH"�
,QWHUQDWLRQDO�HYLGHQFH�IURP�HTXLW\�SULFHV�DQG�&'6�VSUHDGVµ��-RXUQDO�RI�%DQNLQJ�DQG�
)LQDQFH��YRO������

'H� 0RRLM�� 5� �������� ´7D[� ELDVHV� WR� GHEW� ILQDQFH�� DVVHVVLQJ� WKH� SUREOHP�� ILQGLQJ�
VROXWLRQVµ��,0)�6WDII�'LVFXVVLRQ�1RWH��QR��������

'UHKPDQQ��0��&�%RULR�DQG�.�7VDWVDURQLV���������´&KDUDFWHULVLQJ�WKH�ILQDQFLDO�F\FOH��
GRQ·W�ORVH�VLJKW�RI�WKH�PHGLXP�WHUP�µ��%,6�:RUNLQJ�3DSHUV��QR������-XQH��

³³³� �������� ´$QFKRULQJ� FRXQWHUF\FOLFDO� FDSLWDO� EXIIHUV�� WKH� UROH� RI� FUHGLW�
DJJUHJDWHVµ��,QWHUQDWLRQDO�-RXUQDO�RI�&HQWUDO�%DQNLQJ��YRO�����QR����SS����²�����

'UHKPDQQ��0��DQG�0�-XVHOLXV���������´(YDOXDWLQJ�HDUO\�ZDUQLQJ�LQGLFDWRUV�RI�EDQNLQJ�
FULVHV�� VDWLVI\LQJ� SROLF\� UHTXLUHPHQWVµ�� ,QWHUQDWLRQDO� -RXUQDO� RI� )RUHFDVWLQJ�� YRO� ����
QR����SS����²����

(XURSHDQ�&RPPLVVLRQ���������'LUHFWLYH����������(&�����1RYHPEHU��

³³³���������'LUHFWLYH���������(8�����$SULO��
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)DXVW��-�DQG�(�/HHSHU���������´7KH�P\WK�RI�QRUPDO��WKH�EXPS\�VWRU\�RI�LQIODWLRQ�DQG�
PRQHWDU\�SROLF\µ��LQ�,QIODWLRQ�G\QDPLFV�DQG�PRQHWDU\�SROLF\��SURFHHGLQJV�RI�WKH���WK�
-DFNVRQ�+ROH�6\PSRVLXP��)HGHUDO�5HVHUYH�%DQN�RI�.DQVDV�&LW\����²���$XJXVW��

)HQGHU��,�DQG�8�/HZULFN���������´&DOLEUDWLQJ�WKH�OHYHUDJH�UDWLRµ��%,6�4XDUWHUO\�5HYLHZ��
'HFHPEHU��

)HUROL�� 0�� $� .DVK\DS�� .� 6KRHQKROW]� DQG� +� 6� 6KLQ� �������� ´0DUNHW� WDQWUXPV� DQG�
PRQHWDU\�SROLF\µ��&KLFDJR�%RRWK�5HVHDUFK�3DSHUV��QR��������

)LODUGR��$�DQG�3�5XQJFKDURHQNLWNXO���������´4XDQWLWDWLYH�FDVH�IRU�OHDQLQJ�DJDLQVW�WKH�
ZLQGµ��%,6�:RUNLQJ�3DSHUV��IRUWKFRPLQJ��

)LQDQFLDO� 6WDELOLW\�%RDUG� ��������7RWDO� ORVV�DEVRUELQJ� FDSDFLW\� �7/$&��SULQFLSOHV�DQG�
WHUP�VKHHW��1RYHPEHU��

³³³� �������� ´3URSRVHG� SROLF\� UHFRPPHQGDWLRQV� WR� DGGUHVV� VWUXFWXUDO�
YXOQHUDELOLWLHV�IURP�DVVHW�PDQDJHPHQW�DFWLYLWLHVµ�����-XQH���

)LQDQFLDO� 6WDELOLW\� %RDUG�� ,QWHUQDWLRQDO� 0RQHWDU\� )XQG� DQG� %DQN� IRU� ,QWHUQDWLRQDO�
6HWWOHPHQWV� �������� (OHPHQWV� RI� HIIHFWLYH� PDFURSUXGHQWLDO� SROLFLHV� ²� OHVVRQV� IURP�
LQWHUQDWLRQDO�H[SHULHQFH��$XJXVW��

*��� �������� *��� /HDGHUV� 6WDWHPHQW�� 7KH� 3LWWVEXUJK� 6XPPLW�� ��²��� 6HSWHPEHU��
ZZZ�J���XWRURQWR�FD����������FRPPXQLTXH�����KWPO���

³³³� �������� *��� /HDGHUV·� &RPPXQLTXH� +DQJ]KRX� 6XPPLW�� �²�� 6HSWHPEHU��
ZZZ�J���RUJ�(QJOLVK�'\QDPLF��������W��������B�����KWPO��

*DPEDFRUWD��/�DQG�+�6�6KLQ���������´:K\�EDQN�FDSLWDO�PDWWHUV�IRU�PRQHWDU\�SROLF\µ��
-RXUQDO� RI� )LQDQFLDO� ,QWHUPHGLDWLRQ�� IRUWKFRPLQJ�� $OVR� SXEOLVKHG� DV� %,6� :RUNLQJ�
3DSHUV��QR������

*RXULQFKDV��3�2�DQG�+�5H\���������´([WHUQDO�DGMXVWPHQW��JOREDO�LPEDODQFHV��YDOXDWLRQ�
HIIHFWVµ�� LQ�*�*RSLQDWK�� (�+HOSPDQ�DQG�.�5RJRII� �HGV���+DQGERRN�RI� LQWHUQDWLRQDO�
HFRQRPLFV��YRO����SS����²�����

,O]HW]NL��(��(�0HQGR]D�DQG�&�9pJK���������´+RZ�ELJ��VPDOO"��DUH�ILVFDO�PXOWLSOLHUV"µ��
-RXUQDO�RI�0RQHWDU\�(FRQRPLFV��YRO�����SS����²����

,QWHUQDWLRQDO� $VVRFLDWLRQ� RI� ,QVXUDQFH� 6XSHUYLVRUV� �������� *OREDO� V\VWHPLFDOO\�
LPSRUWDQW�LQVXUHUV��SROLF\�PHDVXUHV��-XO\��

³³³� �����D��� ´5LVN�EDVHG� JOREDO� LQVXUDQFH� FDSLWDO� VWDQGDUG� YHUVLRQ� ���µ�� SXEOLF�
FRQVXOWDWLRQ�GRFXPHQW��-XO\��

³³³� �����E��� *OREDO� V\VWHPLFDOO\� LPSRUWDQW� LQVXUHUV�� XSGDWHG� DVVHVVPHQW�
PHWKRGRORJ\��-XQH��

,QWHUQDWLRQDO�0RQHWDU\�)XQG���������´'HEW�ELDV�DQG�RWKHU�GLVWRUWLRQV��FULVLV�UHODWHG�
LVVXHV�LQ�WD[�SROLF\µ��,0)�3ROLF\�3DSHUV��

³³³� �����D��� ´6WUXFWXUDO� UHIRUPV� DQG� PDFURHFRQRPLF� SHUIRUPDQFH�� LQLWLDO�
FRQVLGHUDWLRQV�IRU�WKH�)XQGµ��,0)�3ROLF\�3DSHUV��

³³³������E���´0RQHWDU\�SROLF\�DQG�ILQDQFLDO�VWDELOLW\µ��,0)�3ROLF\�3DSHUV��

³³³���������´7LPH�IRU�D�VXSSO\�VLGH�ERRVW"�0DFURHFRQRPLF�HIIHFWV�RI� ODERU�DQG�
SURGXFW�PDUNHW�UHIRUPVµ��:RUOG�(FRQRPLF�2XWORRN��$SULO��&KDSWHU����

-RKDQVVRQ��c��&�+HDG\��-�$UQROG��%�%U\V�DQG�/�9DUWLD���������´7D[DWLRQ�DQG�HFRQRPLF�
JURZWKµ��2(&'�(FRQRPLFV�'HSDUWPHQW�:RUNLQJ�3DSHUV��QR������
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-RUGj�� 2�� 0� 6FKXODULFN�� DQG� $� 0� 7D\ORU� �������� ´7KH� JUHDW� PRUWJDJLQJ�� +RXVLQJ�
ILQDQFH��FULVHV�DQG�EXVLQHVV�F\FOHVµ��(FRQRPLF�3ROLF\��YRO�����SS����²����

-XVHOLXV�� 0�� &� %RULR�� 3� 'LV\DWDW� DQG� 0� 'UHKPDQQ� �������� ´0RQHWDU\� SROLF\�� WKH�
ILQDQFLDO�F\FOH�DQG�XOWUD�ORZ�LQWHUHVW�UDWHVµ��%,6�:RUNLQJ�3DSHUV��QR������-XO\��

/DQH�� 3� DQG� -� 6KDPEDXJK� �����D��� ´)LQDQFLDO� H[FKDQJH� UDWHV� DQG� LQWHUQDWLRQDO�
FXUUHQF\�H[SRVXUHVµ��$PHULFDQ�(FRQRPLF�5HYLHZ��YRO������SS����²����

³³³������E���´7KH�ORQJ�RU�VKRUW�RI�LW��GHWHUPLQDQWV�RI�IRUHLJQ�FXUUHQF\�H[SRVXUH�LQ�
H[WHUQDO�EDODQFH�VKHHWVµ��-RXUQDO�RI�,QWHUQDWLRQDO�(FRQRPLFV��YRO�����SS���²����

0F&DXOH\�� 5�� 3�0F*XLUH� DQG� 9� 6XVKNR� �������� ´'ROODU� FUHGLW� WR� HPHUJLQJ�PDUNHW�
HFRQRPLHVµ��%,6�4XDUWHUO\�5HYLHZ��'HFHPEHU��SS���²����

0F*XLUH��3�DQG�*�YRQ�3HWHU���������´7KH�86�GROODU�VKRUWDJH�LQ�JOREDO�EDQNLQJ�DQG�WKH�
LQWHUQDWLRQDO�SROLF\�UHVSRQVHµ��,QWHUQDWLRQDO�)LQDQFH��YRO�����LVVXH����

0LDQ��$��$�6XIL�DQG�(�9HUQHU���������´+RXVHKROG�GHEW�DQG�EXVLQHVV�F\FOHV�ZRUOGZLGHµ��
1%(5�:RUNLQJ�3DSHUV��QR��������

0RG\��$���������´)URP�%HDU�6WHDUQV�WR�$QJOR�,ULVK��+RZ�(XUR]RQH�VRYHUHLJQ�VSUHDGV�
UHODWHG�WR�ILQDQFLDO�VHFWRU�YXOQHUDELOLW\µ��,0)�:RUNLQJ�3DSHUV��QR���������

2EVWIHOG�� 0� �������� ´'RHV� WKH� FXUUHQW� DFFRXQW� VWLOO� PDWWHU"µ�� $PHULFDQ� (FRQRPLF�
5HYLHZ��3DSHUV�DQG�3URFHHGLQJV��YRO������QR���SS��²����

2(&'� �������� 0HDVXULQJ� DQG� 0RQLWRULQJ� %(36�� $FWLRQ� ��� ²� ����� )LQDO� 5HSRUW��
2(&'�*���%DVH�(URVLRQ�DQG�3URILW�6KLIWLQJ�3URMHFW��

6DLD��$��'�$QGUHZV�DQG�6�$OEUL]LR���������´3XEOLF�SROLF\�DQG�VSLOORYHUV�IURP�WKH�JOREDO�
SURGXFWLYLW\�IURQWLHU��LQGXVWU\�OHYHO�HYLGHQFHµ��2(&'�(FRQRPLFV�'HSDUWPHQW�:RUNLQJ�
3DSHUV��QR�������

6JKHUUL��6�DQG�(�=ROL���������´(XUR�DUHD�VRYHUHLJQ�ULVN�GXULQJ�WKH�FULVLVµ��,0)�:RUNLQJ�
3DSHUV��QR���������

6KHN��-��,�6KLP�DQG�+�6�6KLQ���������´,QYHVWRU�UHGHPSWLRQV�DQG�IXQG�PDQDJHU�VDOHV�RI�
HPHUJLQJ�PDUNHW�ERQGV��KRZ�DUH�WKH\�UHODWHG"µ��%,6�:RUNLQJ�3DSHUV��QR������$XJXVW��

6KLQ��+�6���������´([FKDQJH�UDWHV�DQG�WKH�WUDQVPLVVLRQ�RI�JOREDO�OLTXLGLW\µ��VSHHFK�DW�
%DQN�RI�.RUHD�,0)�&RQIHUHQFH�����'HFHPEHU��

³³³��������� ´*OREDO� OLTXLGLW\� DQG� SURF\FOLFDOLW\µ�� VSHHFK� DW� WKH� :RUOG� %DQN�
FRQIHUHQFH�´7KH�VWDWH�RI�HFRQRPLFV��WKH�VWDWH�RI�WKH�ZRUOGµ����-XQH��

6WRFN��-�DQG�0�:DWVRQ���������´:K\�KDV�86�LQIODWLRQ�EHFRPH�KDUGHU�WR�IRUHFDVW"µ��
-RXUQDO�RI�0RQH\��&UHGLW�DQG�%DQNLQJ��YRO�����QR����SS��²����

6YHQVVRQ��/���������´,QIODWLRQ�WDUJHWLQJ�DQG�¶OHDQLQJ�DJDLQVW�WKH�ZLQG·µ��,QWHUQDWLRQDO�
-RXUQDO�RI�&HQWUDO�%DQNLQJ��YRO�����QR����SS����²����

³³³���������´&RVW�EHQHILW�DQDO\VLV�RI�OHDQLQJ�DJDLQVW�WKH�ZLQG��DUH�FRVWV�ODUJHU�DOVR�
ZLWK�OHVV�HIIHFWLYH�PDFURSUXGHQWLDO�SROLF\"µ��,0)�:RUNLQJ�3DSHUV��QR�:3�������

7DNiWV��(�DQG�&�8SSHU���������´&UHGLW�DQG�JURZWK�DIWHU�ILQDQFLDO�FULVHVµ��%,6�:RUNLQJ�
3DSHUV��QR������-XO\�
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