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³&RQVROLGDWLRQ/ &RQJORPHUDWLRQ DQG &RQYHUJHQFH´
:KDUWRQ )LQDQFLDO ,QVWLWXWLRQV &HQWHU

5LVN 5RXQGWDEOH

6SRQVRUHG E\ 2OLYHU/:\PDQ ) &RPSDQ\
$SULO 4<053/ 5334

2Q 7KXUVGD\/ $SULO 4</ 5334/ ULVN SUDFWLWLRQHUV DQG DFDGHPLFV IURP DFURVV WKH ZRUOG FRQYHQHG
IRU WKH IRXUWK DQQXDO 5LVN 5RXQGWDEOH/ VSRQVRUHG MRLQWO\ E\ WKH :KDUWRQ )LQDQFLDO ,QVWLWXWLRQV
&HQWHU DQG WKH 2OLYHU :\PDQ ,QVWLWXWH/ WKH DFDGHPLF OLDLVRQ RI 2OLYHU/ :\PDQ ) &RPSDQ\1
7KLV \HDU¶V FRQIHUHQFH/ HQWLWOHG ³&RQVROLGDWLRQ/ &RQJORPHUDWLRQ DQG &RQYHUJHQFH/´ IRFXVHG RQ
WKH HYROXWLRQ RI ILQDQFLDO LQVWLWXWLRQV DV EDUULHUV WR FRQJORPHUDWLRQ FRQWLQXH WR IDOO1 $V WKH 54VW
FHQWXU\ EHJLQV/ WKH WUHQG WRZDUGV FRQVROLGDWLRQ RI EDQNLQJ DQG LQVXUDQFH DFWLYLWLHV LV VWURQJHU
WKDQ HYHU/ DQG ULVN PHDVXUHPHQW/ ULVN PDQDJHPHQW DQG UHJXODWLRQ PXVW HYROYH WR LQFRUSRUDWH WKLV
QHZ SDUDGLJP1

([HFXWLYH 6XPPDU\
7KH FRQIHUHQFH EHJDQ 7KXUVGD\ HYHQLQJ ZLWK D NH\QRWH DGGUHVV E\ +HLGL 0LOOHU/ 9LFH &KDLUPDQ
RI 0DUVK/ ,QF1 6KH UHLQIRUFHG WKH PDLQ PHVVDJH WKDW FRQVROLGDWLRQ DQG FRQYHUJHQFH RI EDQNLQJ
DQG LQVXUDQFH LV JRLQJ WR KDSSHQ ± DQG JDYH VHYHUDO UHDVRQV ZK\1

x JOREDOL]DWLRQ/
x GHFOLQH RI LQVXUDQFH SUHPLXPV/
x RYHUFDSLWDOL]DWLRQ LQ LQVXUDQFH/
x FOLHQW GHPDQG IRU PRUH VRSKLVWLFDWHG SURGXFWV/ DQG
x WKH FRQYHUJHQFH RI WRROV DQG WHFKQLTXHV LQ FDSLWDO PDUNHWV1

7KH ILUVW VHVVLRQ/ WLWOHG ³5LVN DQG 5HWXUQ´/ WRRN WKH FRQWUDULDQ SHUVSHFWLYH1 6SHDNHUV SRLQWHG RXW
WKDW LW LV QRW DW DOO FOHDU WKDW VXFK FRQJORPHUDWH PDNH HFRQRPLF VHQVH> DUH WKHUH UHDOO\ HFRQRPLHV
RI VFDOH +ELJJHU LV FKHDSHU, RU VFRSH +FURVV0VHOO," 0RUHRYHU/ VHYHUDO VSHDNHUV SRLQWHG RXW WKDW
FRQJORPHUDWLRQ PD\ DFWXDOO\ LQFUHDVH ULVN1

³5HJXODWRU\ ,VVXHV´ ZHUH WKH IRFXV RI WKH VHFRQG VHVVLRQ1 ,W LV QRW DW DOO FOHDU KRZ RQH PLJKW
UHJXODWH VXFK FRQJORPHUDWHV JLYHQ WKH GLIIHUHQW DSSURDFKHV DQG UHJXODWRU\ KLVWRULHV RI EDQNLQJ
DQG LQVXUDQFH1 )XUWKHUPRUH/ FXUUHQW UHJXODWLRQ SURYLGHV VRPH DGYHUVH LQFHQWLYHV WR LQVWLWXWLRQV/
ZKLFK PD\ UHVXOW LQ ULVN LQFUHDVH UDWKHU WKDQ UHGXFWLRQ1

7KH WKLUG VHVVLRQ FRQFHQWUDWHG RQ WKH ³&RQYHUJHQFH RI 5LVN 0HDVXUHPHQW 7RROV DFURVV ,QGXVWU\
'LVFLSOLQHV´1 7KH VSHDNHUV TXHVWLRQHG ZKHWKHU ZH UHDOO\ NQHZ KRZ WR PHDVXUH DQG SULFH WKH
ULVNV LQ D FRQJORPHUDWH1 7KHUH FHUWDLQO\ DUH PDQ\ FKDOOHQJHV LQ KDUPRQL]LQJ EDQNLQJ DQG
LQVXUDQFH DSSURDFKHV1 2QH VSHDNHU LQ SDUWLFXODU SRLQWHG RXW FKDOOHQJHV LQ PHDVXULQJ DQG
DFFRXQWLQJ IRU D FRUH ULVN PDQDJHPHQW IDFWRU= FRUUHODWLRQV DQG GHSHQGHQFH1

7KH ODVW VHVVLRQ FRQVLGHUHG ³5LVN 7UDQVIHU 0HFKDQLVPV= 7UDGLWLRQDO DQG $OWHUQDWLYH´1 7KHUH DUH
PHDQLQJIXO GLIIHUHQFHV DPRQJ LQVWLWXWLRQDO W\SHV/ VDLG WKH VSHDNHUV/ ZKLFK ZLOO SRVH VLJQLILFDQW
FKDOOHQJHV WR WKH FRQYHUJHQFH RI PDUNHWV DQG SURGXFWV1
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.H\QRWH $GGUHVV/ $SULO 4<

7KH FRQIHUHQFH EHJDQ 7KXUVGD\ HYHQLQJ ZLWK D NH\QRWH DGGUHVV E\ +HLGL 0LOOHU/ 9LFH &KDLUPDQ
RI 0DUVK/ ,QF1 0LOOHU IRFXVHG RQ WKH FRQYHUJHQFH RI FDSLWDO PDUNHW DQG LQVXUDQFH DFWLYLWLHV1
:KLOH FRQVROLGDWLRQ KDV ODUJHO\ EHHQ ³LQ0PDUNHW´/ IRUFHV VXFK DV JOREDOL]DWLRQ/ GHFUHDVLQJ
VSUHDGV/ RYHUFDSLWDOL]DWLRQ LQ LQVXUDQFH DQG WKH FRQYHUJHQFH RI WRROV DQG WHFKQLTXHV LQ FDSLWDO
PDUNHWV DQG LQVXUDQFH DFWLYLWLHV ZLOO OHDG WR D VWURQJ SXVK WRZDUG FRQJORPHUDWLRQ DFURVV WKHVH
WZR GLVFLSOLQHV1 ,Q SDUWLFXODU/ 0LOOHU KLJKOLJKWHG WKH VLPLODULWLHV LQ ILQDQFLDO HQJLQHHULQJ DFURVV
LQVXUDQFH DQG FDSLWDO PDUNHWV DQG WKH SURGXFWV RIIHUHG E\ WKHVH RQFH TXLWH GLVVLPLODU LQGXVWULHV1
7KLV VXSSO\0VLGH REVHUYDWLRQ FDQ RQO\ FRPH DERXW LI WKH\ PHHW FOLHQW QHHGV/ DQG LQGHHG FOLHQWV/
PRVWO\ FRUSRUDWHV/ DUH GHPDQGLQJ WKDW PRUH DQG PRUH GLIIHUHQW NLQGV RI ULVNV EH LQVXUHG 2 KHGJHG
2 WUDQVIHUUHG1 ³(QWHUSULVH0ZLGH ULVN PDQDJHPHQW VROXWLRQV´ EHFRPHV WKH XPEUHOOD WHUP WR FDSWXUH
WKLV ZLGH VFRSH RI QHHGV DQG SURGXFWV1

)LQDOO\ 0LOOHU SRLQWHG RXW WKDW WKH EDQN0DVVXUDQFH PRGHO/ SUHYDOHQW LQ (XURSH/ ZLOO EHFRPH PRUH
FRPPRQ LQ WKH 861 $V D IRUPHU &)2 RI &LWLJURXS/ KHU DFWLRQV KDYH FHUWDLQO\ PDWFKHG KHU
UKHWRULF1

7KH &RQIHUHQFH 'D\/ $SULO 53

)ULGD\¶V DJHQGD FRPSULVHG IRXU VHVVLRQV/ HDFK RI ZKLFK FRQVLVWHG RI EULHI SUHVHQWDWLRQV E\
OHDGLQJ DFDGHPLFV DQG SUDFWLWLRQHUV LQ WKH ILHOG=

41 5LVN DQG 5HWXUQ
51 5HJXODWRU\ ,VVXHV
61 &RQYHUJHQFH RI 5LVN 0HDVXUHPHQW 7RROV DFURVV ,QGXVWU\ 'LVFLSOLQHV
71 5LVN 7UDQVIHU 0HFKDQLVPV= 7UDGLWLRQDO DQG $OWHUQDWLYH1

7KH VHVVLRQV ZHUH PRGHUDWHG E\ 5LFKDUG +HUULQJ/ 3URIHVVRU RI ,QWHUQDWLRQDO %DQNLQJ DQG &R0
'LUHFWRU RI WKH :KDUWRQ )LQDQFLDO ,QVWLWXWLRQV &HQWHU/ DQG )UDQN 'LHEROG/ 3URIHVVRU RI
(FRQRPLFV DQG 6WDWLVWLFV DW WKH 8QLYHUVLW\ RI 3HQQV\OYDQLD DQG )RXQGLQJ 0HPEHU RI WKH 2OLYHU/
:\PDQ ,QVWLWXWH1 7KH IROORZLQJ LV D VXPPDU\ RI WKH HDFK RI WKH VHVVLRQV1

6HVVLRQ 4= 5LVN DQG 5HWXUQ

-DPHV 6WRQH/ &KDLUPDQ RI WKH 3O\PRXWK 5RFN &RPSDQ\/ EHJDQ WKH ILUVW VHVVLRQ ZLWK D
GLVFXVVLRQ RI WKH SROLWLFV EHKLQG FRQJORPHUDWLRQ1 *RYHUQPHQW LV HDVLO\ FR0RSWHG E\ PRQH\ WR
IDYRU ROG RYHU QHZ/ HVWDEOLVKHG RYHU XS0VWDUW/ ELJ RYHU VPDOO1 6WRQH DUJXHG WKDW HFRQRPLHV RI
VFDOH DUH QRW VLJQLILFDQW DQG/ LQ IDFW/ WKHUH PD\ EH GLVHFRQRPLHV RI VFDOH HYHQ DW PRGHVW VL]H
OHYHOV IRU LQVXUDQFH FRPSDQLHV1 )XUWKHUPRUH/ WKH V\QHUJLHV EHWZHHQ EDQNV DQG LQVXUHUV DUH QRW
HQRXJK WR GULYH FRQJORPHUDWLRQ1 2Q WKH FRQWUDU\/ DFFRUGLQJ WR 6WRQH/ SROLWLFDO UHDVRQV DUH
RYHUORRNHG LQ WKH WUHQG WRZDUG FRQJORPHUDWLRQ1 +H FLWHV WKH DJHQF\ SUREOHP RI VLJQLILFDQW
LQFUHDVHV LQ VHQLRU H[HFXWLYH FRPSHQVDWLRQ LQ ODUJHU FRPSDQLHV DQG WKH LQFUHDVH LQ SROLWLFDO
FDSLWDO IRU ODUJHU LQVWLWXWLRQV DV WZR NH\ GULYHUV RI WKH WUHQG1 &RQVROLGDWLRQ LV DW EHVW
HFRQRPLFDOO\ QHXWUDO DQG SROLWLFDOO\ KDUPIXO/ FUHDWLQJ RSSRUWXQLWLHV IRU VPDOO LQQRYDWRUV WR GR
ZHOO1

'DYLG .HOVR/ ([HFXWLYH 9LFH 3UHVLGHQW DQG &)2 RI &KXEE &RUSRUDWLRQ/ VSRNH DERXW FDSLWDO
RSWLPL]DWLRQ IRU ODUJH ILQDQFLDO LQVWLWXWLRQV1 .HOVR QRWHG WKH FRQIOLFWLQJ SUHVVXUHV RQ WKH
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LQVWLWXWLRQ IURP VKDUHKROGHUV ZKR SUHIHU OHVV FDSLWDO WR LQFUHDVH SURILWDELOLW\ WR UHJXODWRUV ZKR
SUHIHU PRUH FDSLWDO WR HQVXUH D KLJKHU VROYHQF\ IRU WKH LQVWLWXWLRQ1 +H GLVFXVVHG WKH QHHG WR
EDODQFH WKH FDSLWDO \RX KDYH +5LVN0%HDULQJ &DSLWDO, DQG WKH FDSLWDO \RX QHHG +5LVN0$GMXVWHG
&DSLWDO,/ DQG GHVFULEHG WKH VWHSV QHFHVVDU\ WR WDNH WR RSWLPL]H DQ LQVWLWXWLRQ¶V FDSLWDO1 ,Q
SDUWLFXODU/ .HOVR QRWHG KRZ FHUWDLQ EXVLQHVVHV QHHG WR PDLQWDLQ D FUHGLW UDWLQJ IORRU WR EH YLDEOH
+H1J1 ILQDQFLDO JXDUDQWHHV,/ DQG KRZ WKHVH FRQVLGHUDWLRQV PXVW EH LQFRUSRUDWHG LQWR WKH FDSLWDO
RSWLPL]DWLRQ SURFHVV1 ,Q VKRUW/ .HOVR HOHJDQWO\ VXPPDUL]HG WKH VKDUHKROGHU YV1 GHEWKROGHU
FRQIOLFW LQ D ILQDQFLDO LQVWLWXWLRQ1

5LFKDUG =HFNKDXVHU/ 3URIHVVRU RI 3ROLWLFDO (FRQRP\ DW WKH .HQQHG\ 6FKRRO RI *RYHUQPHQW DW
+DUYDUG 8QLYHUVLW\/ TXHVWLRQHG ZKHWKHU FRQVROLGDWLRQ DFWXDOO\ UHGXFHV ULVN1 +H SRLQWHG WR
IDFWRUV LQFOXGLQJ WKH SUROLIHUDWLRQ RI DJHQF\ SUREOHPV/ ORVV RI VSHFLDOL]HG NQRZOHGJH/ DQG
PLVSULFLQJ RI ULVN DV IDFWRUV WKDW PD\ LQFUHDVH UDWKHU WKDQ GHFUHDVH ULVN1 ,Q DGGLWLRQ/ DV DUJXHG E\
$OOLDQFH 7KHRU\/ FRQVROLGDWLRQ PDNHV SOD\HUV PRUH YXOQHUDEOH WR VDFULILFLQJ VWDELOLW\ IRU WKH
V\VWHP/ WKHUHE\ DGGLQJ ULVN WR WKH LQVWLWXWLRQ/ DV HYLGHQFHG E\ WKH ELJ EDQNV EDLOLQJ RXW /7&0
MXVW D IHZ \HDUV DJR1 %LJ SOD\HUV DUH FDOOHG XSRQ WR EDLO RXW WKH OLWWOH JX\V1 ,Q VKRUW/ VFDOH GRHV
QRW QHFHVVDULO\ UHGXFH ULVN1

5HQp 6WXO]/ 3URIHVVRU RI %DQNLQJ DQG 0RQHWDU\ (FRQRPLFV DW 2KLR 6WDWH 8QLYHUVLW\/ H[DPLQHG
WKH ULVN LQYROYHG EHKLQG D PHUJHU/ VKRZLQJ KRZ &DVK0)ORZ0DW05LVN +&)$5, PRGHOV DUH EHWWHU IRU
H[DPLQLQJ GHDOV WKDQ 139 DQDO\VLV EHFDXVH WKH\ WDNH LQWR DFFRXQW WKH XQFHUWDLQW\ RI H[SHFWHG
FDVK IORZV1 7KLV XQFHUWDLQW\ DIIHFWV ULVN FDSLWDO/ ZKLFK KDV DQ DVVRFLDWHG FRVW DWWDFKHG WR LW1
7KHUH DUH RWKHU SDSHUV WKDW VKRZ WKDW WKH VKRFN WR RQH ODUJH XQLW QHJDWLYHO\ DIIHFWV RWKHU XQLWV/
WKHUHE\ LQFUHDVLQJ ULVN SRVW0PHUJHU1 7KH FRVWV RI FRUSRUDWH GLYHUVLILFDWLRQ PD\ RXWZHLJK WKH
EHQHILWV/ DQG WKHUH LV OLWWOH/ LI DQ\/ HYLGHQFH WR VXSSRUW WKH LGHD WKDW WKH ULVN PDQDJHPHQW EHQHILWV
RI GLYHUVLI\LQJ PHUJHUV DUH ZRUWK LW1 6WXO] SRLQWHG RXW WKDW E\ DQG ODUJH/ NQRZOHGJH DERXW ULVN
W\SH LV LQYHUVHO\ SURSRUWLRQDO WR ULVN> PDUNHW ULVN LV UHODWLYHO\ ZHOO XQGHUVWRRG EXW LV PXFK
VPDOOHU WKDQ WKH SRRUO\ XQGHUVWRRG FUHGLW ULVN1

6HVVLRQ 4 'LVFXVVLRQ
$Q HFKRLQJ IURP WKH IORRU UHJDUGLQJ WKH VNHSWLFLVP DERXW WKH PHULWV RI FRQJORPHUDWLRQ/ RI
ELJJHU0LV0EHWWHU1 :KDW UROH GRHV KXEULV SOD\" &(2 HJR" ([HFXWLYH FRPSHQVDWLRQ ZLQGIDOOV"
6HYHUDO LQGLYLGXDOV FRPPHQWHG WKDW VXFK FRQJORPHUDWLRQ LQGHHG KDV DQWL0FRPSHWLWLYH
FRQVHTXHQFHV1 3HUKDSV WKHUH LV VLPSO\ WRR PXFK FDSLWDO LQ WKH LQGXVWU\/ DQG LQVWHDG RI JLYLQJ
VRPH EDFN WR VKDUHKROGHUV WKH FDSLWDO LV XVHG WR EX\ RWKHU FRPSDQLHV1

6HVVLRQ 5= 5HJXODWRU\ ,VVXHV

3KLOLS 6WUDKDQ/ 9LVLWLQJ 3URIHVVRU RI )LQDQFH DW 0,7 DQG 9LFH 3UHVLGHQW LQ WKH 5HVHDUFK DQG
0DUNHW $QDO\VLV *URXS RI WKH )HGHUDO 5HVHUYH %DQN RI 1HZ <RUN/ GLVFXVVHG WKH PRWLYDWLRQ IRU
FRQVROLGDWLRQ DQG WKH UHJXODWRU\ UHVSRQVH WR FRQVROLGDWLRQ1 :LWK LQWHUVWDWH EDQNLQJ/ IHZ OLPLWV WR
FRPSHWLWLRQ/ D FRPPRQ FXUUHQF\ LQ (XURSH/ DPRQJVW RWKHU IDFWRUV/ WKH VWDJH LV VHW IRU JUHDWHU
FRQVROLGDWLRQ1 :KLOH FRQVROLGDWLRQ PD\ GLYHUVLI\ ULVNV/ FRQJORPHUDWLRQ OHDGV WR PRUH ³7RR0%LJ0
7R0/HW0)DLO´ +7%7/), EDQNV1 7KH SRUWIROLR RI WKH ILQDQFLDO LQVWLWXWLRQ PD\ WKHUHIRUH EH PRUH
GLYHUVLILHG/ EXW WKH UHJXODWRU¶V SRUWIROLR EHFRPHV PRUH FRQFHQWUDWHG1 ,Q DGGLWLRQ/ LQFUHDVHG
FRPSHWLWLRQ OHDGV WR D JUHDWHU LQFHQWLYH WR JDPEOH1 *RYHUQPHQW UHVSRQGV ZLWK ULVN PDQDJHPHQW
DQG PDUNHW GLVFLSOLQH LQLWLDWLYHV/ EXW WKHVH UHVSRQVHV PD\ QRW EH HQRXJK VLQFH FRQVROLGDWLRQ
XQGHUPLQHV PDUNHW GLVFLSOLQH DQG ULVN PDQDJHPHQW V\VWHPV DUH QRW OLNHO\ WR EH XVHG WR UHGXFH
ULVN1
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3DXO .XSLHF/ 'HSXW\ 'LYLVLRQ &KLHI RI %DQNLQJ 6XSHUYLVLRQ DQG 5HJXODWLRQ DW WKH ,QWHUQDWLRQDO
0RQHWDU\ )XQG/ GLVFXVVHG WKH 1HZ %DVOH &DSLWDO $FFRUG +5334, DQG LGHQWLILHG XQLQWHQGHG
FRQVHTXHQFHV RI WKH SURSRVHG UHJXODWLRQV1 ,Q SDUWLFXODU/ .XSLHF KLJKOLJKWHG KRZ LQVWLWXWLRQV WKDW
DUH OHDVW HTXLSSHG WR PHDVXUH FUHGLW ULVNV KDYH LQFHQWLYHV WR WDNH RQ PRUH FUHGLW ULVN/ DQG WKRVH
WKDW PHDVXUH PRUH DFFXUDWHO\ DQG PDQDJH EHWWHU ZLOO WDNH RQ OHVV FUHGLW ULVN/ DV WKH ,5% DSSURDFK
LV PRUH SXQLWLYH IRU ORZHU UDWHG WKDQ IRU XQUDWHG FUHGLWV1 ,Q DGGLWLRQ/ GXH WR PDWXULW\ HIIHFWV +WKH
QHZ DFFRUG DVVXPHV D 60\HDU DYHUDJH FUHGLW PDWXULW\,/ WKH QHZ DFFRUG JLYHV EDQNV D VWURQJ
LQFHQWLYH WR H[WHQG KLJK0TXDOLW\ ORQJ0PDWXULW\ FUHGLW XQGHU WKH )RXQGDWLRQ ,5% DSSURDFK1 6XFK D
FRQFHQWUDWLRQ LQ OHQGLQJ ZLOO QRW HQKDQFH EDQNV¶ VWDELOLW\1 .XSLHF GLVFXVVHV VHYHUDO RWKHU
DQRPDOLHV RI WKH QHZ DFFRUG LQ KLV SDSHU/ ³7KH 1HZ %DVOH $FFRUG= 7KH 'HYLO LV LQ WKH
+&DOLEUDWLRQ, 'HWDLOV1´

$QWKRQ\ 6DQWRPHUR/ 3UHVLGHQW RI WKH )HGHUDO 5HVHUYH %DQN RI 3KLODGHOSKLD/ GLVFXVVHG KRZ
UHJXODWRU\ UHVSRQVH ZRXOG/ E\ GHVLJQ/ DOZD\V ODJ EHKLQG WKH HYROXWLRQ RI WKH ILQDQFLDO LQVWLWXWLRQV
LQGXVWU\1 6SHFLILFDOO\/ ZKLOH WKHUH KDV EHHQ D VWHDG\ FRQYHUJHQFH RI SURGXFWV/ WKHUH KDV QRW EHHQ
D FRQFRPLWDQW FRQYHUJHQFH RI UHJXODWRU\ GHVLJQ1 $V D FRUROODU\/ KH VXJJHVWHG WKDW WKH H[SHFWHG
UHJXODWRU\ RYHUVLJKW ZRXOG DOZD\V EH JUHDWHU WKDQ WKH DFWXDO UHJXODWRU\ RYHUVLJKW1 6DQWRPHUR
DOVR GLVFXVVHG D SRVVLEOH UHDVRQ ZK\ ZH KDYH QRW ZLWQHVVHG DQ RQVODXJKW RI FRQJORPHUDWLRQ
DFURVV WKH EDQNLQJ DQG LQVXUDQFH LQGXVWULHV LQ WKH ZDNH RI *UDPP0/HDFK0%OLOH\ +*/%,/ QDPHO\
EHFDXVH PHDVXUHV KDYH EHHQ WDNHQ SULRU WR LWV HQDFWPHQW IRU LQVWLWXWLRQV WR JHW DURXQG WKH
UHVWULFWLRQV LW DOOHYLDWHG1

$ODQ 0XUUD\/ 9LFH 3UHVLGHQW DW 0RRG\¶V/ JDYH XV KLV SHUVSHFWLYH RQ ILQDQFLDO VHUYLFHV
PRGHUQL]DWLRQ DQG ULVN DQDO\WLFV1 0XUUD\ GRHV QRW H[SHFW DQG LQFUHDVH LQ 0)$ DFWLYLW\
IROORZLQJ WKH SDVVDJH RI */% IRU PDQ\ RI WKH UHDVRQV PHQWLRQHG LQ WKH ILUVW VHVVLRQ1 7KH OLNHO\
H[FHSWLRQ ZRXOG EH EDQNLQJ DQG OLIH LQVXUDQFH1 +HUH WKH ELJJHVW ULVN IRU WKH OLIH LQVXUHU/ PDUNHW 2
DVVHW0OLDELOLW\ PDQDJHPHQW/ LV YHU\ IDPLOLDU WHUULWRU\ IRU D EDQN1 0RUHRYHU/ WKH GHPDQG0VLGH
RSSRUWXQLWLHV DUH OLNHO\ ULFK GXH WR GHPRJUDSKLF WUHQGV +VDYLQJV ) LQYHVWPHQW YV1 ERUURZLQJ,1 %\
FRQWUDVW/ EDQNV DQG 3)& LQVXUHUV DUH QRW D ORJLFDO FRPELQDWLRQ1 %URDGO\ EDQNV ZLOO EH ORRNLQJ
PRUH IRU IHH0EDVHG EXVLQHVV ZKLFK GRQ¶W UHTXLUH ULVN FDSLWDO1

6HVVLRQ 5 'LVFXVVLRQ
0XFK RI WKLV VHVVLRQV FRPPHQWV IO\ LQ WKH IDFH RI +HLGL 0LOOHU¶V SUHGLFWLRQ RI PRUH UDWKHU WKDQ
OHVV EDQNLQJ0LQVXUDQFH FRQJORPHUDWLRQ1 7KH SDQHO UH0LWHUDWHG WKH HFRQRPLF SRWHQWLDO IRU EDQNLQJ
DQG OLIH LQVXUDQFH PHUJHUV/ EXW WKDW FURVV0VHOO UHPDLQV DQ DV0\HW XQIXOILOOHG SURPLVH1 0RUHRYHU/
WKH GLYHUVLILFDWLRQ EHQHILWV KRSHG IRU E\ WKH PHUJLQJ HQWLWLHV PD\ LQGHHG EH RYHUO\ RSWLPLVWLF1
$Q DXGLHQFH PHPEHU DOVR QRWHG WKDW %,6 FDSLWDO UHJXODWLRQ LV RQO\ FRQFHUQHG ZLWK DVVHWV ZKHUHDV
LQVXUDQFH FDSLWDO UHJXODWLRQ WRXFKHV ERWK VLGHV RI WKH EDODQFH VKHHW1

6HVVLRQ 6= &RQYHUJHQFH RI 5LVN 0HDVXUHPHQW 7RROV DFURVV ,QGXVWU\ 'LVFLSOLQHV

8JXU .R\OXRJOX/ 'LUHFWRU DW 2OLYHU/ :\PDQ ) &RPSDQ\/ GLVFXVVHG WKH FRQYHUJHQFH RI ULVN
PHDVXUHPHQW DSSURDFKHV IRU FUHGLW SRUWIROLRV1 ,Q SDUWLFXODU/ KLV GLVFXVVLRQ KLJKOLJKWHG WKH IDFW
WKDW VHHPLQJO\ GLVSDUDWH DSSURDFKHV WR SRUWIROLR ULVN PHDVXUHPHQW/ LQFOXGLQJ WKH 0HUWRQ
DSSURDFK/ WKH HFRQRPHWULF DSSURDFK DQG WKH DFWXDULDO DSSURDFK DFWXDOO\ ILW LQWR D FRPPRQ JHQHUDO
IUDPHZRUN1 )RU FHUWDLQ SDUDPHWHUL]DWLRQV RI HDFK RI WKH WKUHH PRGHOV/ WKH UHVXOWV DUH UHPDUNDEO\
VLPLODU1 3)& 5$52& LV DQ H[DPSOH RI EDQNLQJ ULVN PHWKRGRORJ\ EHLQJ DSSOLHG LQ LQVXUDQFH
ZKLOH WKH FUHGLW SRUWIROLR PRGHO &UHGLW 5LVN 3OXV IURP &6)% LV H[HPSODU\ RI DFWXDULDO
+LQVXUDQFH, PHWKRGRORJ\ VROYLQJ D EDQNLQJ SUREOHP1
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0LFKHO 'DFRURJQD/ RI WKH '\QDPLF )LQDQFLDO $QDO\VLV +')$, *URXS DW =XULFK 5H/ GLVFXVVHG WKH
')$ PHWKRGRORJ\ DV D FRPSUHKHQVLYH DSSURDFK WR PDQDJLQJ ULVNV1 ')$ LV GHVLJQHG WR VROYH WKH
SUREOHPV RI UH0LQVXUDQFH/ FDSLWDO DOORFDWLRQ DQG LQYHVWPHQW VWUDWHJ\1 ')$ LQYROYHV VLPXODWLQJ
WKH G\QDPLF SURMHFWLRQ RI FDVK IORZV RU 3)/1 7KH SURFHGXUH LV GDWD0LQWHQVLYH EXW RIIHUV D
FRPELQDWLRQ RI ILQDQFLDO DQDO\VLV DQG ULVN PRGHOLQJ1 ,PSRUWDQW FRQVLGHUDWLRQV DUH WKH TXDOLW\ RI
WKH HFRQRPHWULF JHQHUDWRUV XQGHUO\LQJ WKH VLPXODWLRQV DORQJ ZLWK WKH WLPH KRUL]RQ/ DV YHU\ ORQJ0
WHUP EXVLQHVVHV +VXFK DV LQVXUDQFH, PD\ QRW UHDS WKH EHQHILWV WR WKH H[WHQW WKDW VKRUWHU KRUL]RQ
EXVLQHVVHV PD\1 'DFRURJQD SURYLGHV UHFHQW ZRUN RQ PRGHOLQJ WKH LPSDFW RI ); ULVNV RQ
UHLQVXUDQFH GHFLVLRQV XVLQJ ')$1

3DXO (PEUHFKWV/ 3URIHVVRU RI 0DWKHPDWLFV DW WKH 6ZLVV )HGHUDO ,QVWLWXWH RI 7HFKQRORJ\/
GLVFXVVHG KRZ FRUUHODWLRQ DQG GHSHQGHQFH DUH QRW ZHOO XQGHUVWRRG HYHQ LQ ILQDQFLDO FLUFOHV1
&RUUHODWLRQ LV D YHU\ VSHFLILF W\SH RI OLQHDU GHSHQGHQFH/ ZKHUHDV LW LV RIWHQ WDNHQ WR GHVFULEH
RWKHU/ QRQ0OLQHDU GHSHQGHQFLHV DV ZHOO1 (PEUHFKWV LQWURGXFHG FRSXODV/ PHDVXUHV RI GHSHQGHQFH
WKDW JR EH\RQG VLPSOH OLQHDU GHSHQGHQFH1 8VLQJ FRSXODV/ KH GHVFULEHG KRZ ³WUXWKV´ UHJDUGLQJ
FRUUHODWLRQ/ VXFK DV WKH ULVN RI D SRUWIROLR RI ULVNV QHYHU H[FHHGLQJ WKH VXP RI WKH LQGLYLGXDO ULVNV/
PD\ LQGHHG EH YLRODWHG ZKHQ RWKHU PHDVXUHV RI GHSHQGHQFH DUH FRQVLGHUHG1 7KLV DUHD RI UHVHDUFK
LV HVSHFLDOO\ UHOHYDQW LQ LQVXUDQFH PRGHOV/ ZKHUH PXOWLYDULDWH QRUPDOLW\ LV QRW DOZD\V WKH QRUP1

'RQDOG 0DQJR/ 9LFH 3UHVLGHQW DW $PHULFDQ 5H/ GLVFXVVHG WKH FKDOOHQJHV WR FRQYHUJHQFH DFURVV
WKH EDQNLQJ DQG LQVXUDQFH LQGXVWULHV1 +H FLWHG WKH GLVSDULW\ LQ WLPH VFDOHV DORQJ ZLWK WKH OLPLWHG/
LOOLTXLG LQVXUDQFH PDUNHWV DQG WKH QRQ0GLVFUHWH QDWXUH RI JHQHUDO OLDELOLW\ DV KLQGUDQFHV WR
FRQYHUJHQFH/ EXW DGGHG WKDW VLPLODULWLHV LQ PRGHOLQJ DSSURDFKHV DQG SURGXFW EHKDYLRU ZLOO HDVH
FRQJORPHUDWLRQ1 0DQJR DOVR FKDOOHQJHG WKH LQIRUPDWLRQ FRQWHQW RI SULFLQJ/ FKDUJLQJ WKDW LI DOO
PDUNHW SDUWLFLSDQWV DUH ORRNLQJ WR SULFHV IRU LQIRUPDWLRQ FRQWHQW/ ZKR LV SURYLGLQJ WKH FRQWHQW"

3KLOLSSH -RULRQ/ 3URIHVVRU RI )LQDQFH DW 8&0,UYLQH/ VWUHVVHG KRZ ULVNV FDQQRW EH YLHZHG LQ
LVRODWLRQ DQG WKDW DQ HQWHUSULVH0ZLGH ULVN PDQDJHPHQW +(50, V\VWHP QHHGV WR LGHQWLI\/ PHDVXUH
DQG PDQDJH ULVNV FRQFXUUHQWO\1 -RULRQ GLVFXVVHG KRZ WKH SUHVHQFH RI (50 ZLOO KHOS WR IDFLOLWDWH
FRQYHUJHQFH1 +H QRWHG/ KRZHYHU/ WKH LPSRUWDQFH RI WLPH KRUL]RQ LQ PHDVXULQJ ULVN/ DQ LVVXH RI
SDUWLFXODU LPSRUWDQFH LQ WKH FRQYHUJHQFH RI EDQNLQJ DQG LQVXUDQFH1 )RU QRQ0ILQDQFLDO FRPSDQLHV/
-RULRQ GLVFXVVHG WKH &DVK0)ORZ0DW05LVN +&)$5, DSSURDFK WR ULVN PHDVXUHPHQW/ DQG KLV
SUHVHQWDWLRQ WKHQ WRXFKHG RQ KRZ WKHVH ULVN PHDVXUHPHQW DQG PDQDJHPHQW WDVNV DUH WKH PRVW
IXQGDPHQWDO IXQFWLRQV RI WKH WUHDVXUHU2&)21

6HVVLRQ 6 'LVFXVVLRQ
7KH ODFN RI WUDGLQJ DQG KHQFH PDUNHW SULFHV PDNHV ³YDOXDWLRQ´ RI LQVXUDQFH SURGXFWV YHU\
GLIILFXOW/ HVSHFLDOO\ SRVW0LVVXH1 7KH SDQHO HPSKDVL]HG WKH LPSRUWDQFH RI VWUHVV WHVWLQJ DQG
VFHQDULR DQDO\VLV DV FULWLFDO VXSSOHPHQWV WR VWDQGDUG ULVN PHDVXUHPHQW IRU HIIHFWLYH ULVN
PDQDJHPHQW1 %RWK PHPEHUV RI WKH DXGLHQFH DQG WKH SDQHO VWUHVVHG WKH GLIILFXOW\ RI UHFRQFLOLQJ
WKH GLIIHUHQW WLPH KRUL]RQV DFURVV ULVN W\SHV= PDUNHW LV W\SLFDOO\ 4043 GD\V/ FUHGLW 4 \HDU/
LQVXUDQFH 8068. \HDUV1

6HVVLRQ 7= 5LVN 7UDQVIHU 0HFKDQLVPV= 7UDGLWLRQDO DQG $OWHUQDWLYH

*DU\ *RUWRQ/ 3URIHVVRU RI )LQDQFH DW WKH :KDUWRQ 6FKRRO/ GLVFXVVHG ULVN WUDQVIHU RSSRUWXQLWLHV/
VSHFLILFDOO\ RXWOLQLQJ WKH PHFKDQLFV RI DUELWUDJH &%2¶V1 +H H[SODLQHG KRZ WKHVH VHFXULWL]DWLRQV
FDQ EH YLHZHG DV ORQJ DQG VKRUW SRVLWLRQV LQ XQGHUO\LQJ FUHGLW LQVWUXPHQWV DQG KRZ UHLQVXUHUV DUH
RIWHQ RQ WKH VKRUW VLGH RI WKH WUDQVDFWLRQ1 7KHUH DUH VWLOO GLIILFXOWLHV LQ DUUDQJLQJ WKHVH
WUDQVDFWLRQV/ VSHFLILFDOO\ ZLWK UHVSHFW WR DJHQF\ SUREOHPV LQ SULFLQJ RQ WKH ORQJ VLGH/ DQG
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FDOFXODWLQJ WKH ORVV GLVWULEXWLRQ DQG KHQFH SULFLQJ RQ WKH VKRUW VLGH1

1HLO &KULVV/ 3UHVLGHQW DQG &KLHI 2SHUDWLQJ 2IILFHU RI ,&RU %URNHUDJH/ GLVFXVVHG WKH HYROXWLRQ RI
HOHFWURQLF PDUNHWSODFH/ WUDFLQJ LWV KLVWRU\ DQG LWV LPSDFW1 7KH HYROXWLRQ RI WKHVH HOHFWURQLF
PDUNHWSODFHV SURYLGHV WKH JURXQGZRUN IRU DGYDQFHG ULVN WUDQVIHU PHFKDQLVPV1 &KULVV DOVR
GLVFXVVHG WKH UHODWLRQVKLS RI PDUNHW VWUXFWXUH DQG UHJXODWLRQ/ VRPHWKLQJ WKDW ZLOO FRQWLQXH WR
SURJUHVV DV WKH HOHFWURQLF PDUNHWSODFH FRQWLQXHV WR H[SDQG LWV EUHDGWK1

5REHUW $UYDQLWLV/ &KLHI ([HFXWLYH 2IILFHU RI 5LVN )LQDQFH $GYLVRUV/ WDONHG DERXW WKH FRQWLQXHG
XQEXQGOLQJ RI ULVNV1 $V ULVNV DUH EHWWHU XQGHUVWRRG DQG SLHFHG DSDUW/ QHZ IRUPV RI FDSLWDO
VWUXFWXUH ZLOO HPHUJH1 7KH NH\/ WKHUHIRUH/ LV WR LGHQWLI\/ HYDOXDWH DQG TXDQWLI\ WKH ULVNV DQG WR
LGHQWLI\ WUDGLQJ RSSRUWXQLWLHV IRU ULVN PLWLJDWLRQ1 $UYDQLWLV DOVR LQWURGXFHG WKH ³/RZ %HWD $VVHW
&ODVV´ DV D QDWXUDO RXWFRPH RI LQYHVWRU SUHIHUHQFHV1 7KHVH DVVHWV SOD\ DQ LPSRUWDQW SDUW LQ ULVN
WUDQVIHU1

3HWHU 1DNDGD/ 9LFH 3UHVLGHQW RI %XVLQHVV 'HYHORSPHQW DW (ULVN/ GLVFXVVHG WKH LPSRUWDQFH RI
XQGHUVWDQGLQJ ILUPZLGH ULVN DQG LQWHJUDWHG ULVN PHDVXUHPHQW WHFKQLTXHV1 +H WKHQ IRFXVHG RQ WKH
UDWLRQDOH IRU ULVN WUDQVIHU1 ,Q WKH ILQDQFLDO VHUYLFHV LQGXVWU\/ RQH LQVWLWXWLRQ¶V H[FHVV ULVN LV OLNHO\
WR EH DQRWKHU LQVWLWXWLRQ¶V GLYHUVLI\LQJ ULVN1 7KLV IRUPV WKH VWURQJ IRXQGDWLRQ IRU WKH WUDQVIHU RI
ULVN/ DQG WKH PHFKDQLVPV IRU GRLQJ VR DUH LQ SODFH DQG HYROYLQJ1 1DNDGD GLVFXVVHG WKH FRVW0
EHQHILW DQDO\VLV RI ULVN WUDQVIHU GHFLVLRQV/ FLWLQJ WKH LQFOXVLRQ RI LPSRUWDQW IDFWRUV VXFK DV LPSOLHG
5LVN0$GMXVWHG 5HWXUQ RQ &DSLWDO +5$52&,/ DQG HDUQLQJV YRODWLOLW\ Y1 H[SHFWHG HDUQLQJV1


