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- &RUUHVSRQGLQJ DXWKRU1:H ZRXOG OLNH WR WKDQN +DQV03HWHU %XUJKRI/:LWROG +HQLV]/
.HQQHWK .RIRUG/ )HOL[ 2EHUKRO]HU0*HH DQG 0DUN =EDUDFNL IRU KHOSIXO FRPPHQWV RQ DQ
HDUOLHU GUDIW1:H ZRXOG DOVR OLNH WR WKDQN &LWLEDQN ZKRVH JHQHURXV JUDQW WR WKH :KDUWRQ
6FKRRO VXSSRUWHG WKH UHVHDUFK RI ZKLFK WKLV LV D E\0SURGXFW1 ,Q DGGLWLRQ/ QXPHURXV
UHJXODWRUV DQG EDQNHUV JDYH JHQHURXVO\ RI WKHLU WLPH WR DQVZHU TXHVWLRQV1 /DVWO\/ /1
0LODQL/ &10XxR]/ $1 5LSHUW/ ,1 &RURPLQDV/ DQG 31 )UHLUH SURYLGHG DEOH UHVHDUFK DQG
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$EVWUDFW

/RWWHU\0OLQNHG GHSRVLW DFFRXQWV KDYH SURYHG WR EH SRSXODU DURXQG WKH ZRUOG1 )URP WKH
SRLQW RI YLHZ RI D EDQN/ WKHVH SURGXFWV DUH HVSHFLDOO\ VXFFHVVIXO DPRQJ UHODWLYHO\ ORZ0
LQFRPH FXVWRPHUV/ RU LQ PDUNHWV LQ ZKLFK PDQ\ SHRSOH DUH RXWVLGH WKH EDQNLQJ V\VWHP1
%HORZ/ ZH GHVFULEH QXPHURXV H[DPSOHV RI VXFK DFFRXQWV/ DQG DQDO\]H WKHLU HFRQRPLFV1

ì ,QWURGXFWLRQ

%DQNV FRQWLQXDOO\ VHDUFK IRU QHZ SURGXFWV WR RIIHU GHSRVLWRUV1 2QH SURGXFW DYDLODEOH

LQ PDQ\ FRXQWULHV DURXQG WKH ZRUOG LV WKH ORWWHU\0OLQNHG GHSRVLW DFFRXQW +//'$,1 7KHLU

XELTXLW\ LV D WHVWDPHQW WR D SRSXODULW\ WKDW WUDQVFHQGV SDUWLFXODU FXOWXUHV DQG VRFLHWLHV1

7KH GHYHORSPHQW RI WKH ,QWHUQHW/ DQG HVSHFLDOO\ WKH GHYHORSPHQW RI ,QWHUQHW JDPEOLQJ/

VXJJHVWV WKDW RQH FDQ H[SHFW WKHVH DFFRXQWV VRRQ WR EH DYDLODEOH LQ PDUNHWV ZKHUH WKH\

DUH QRW FXUUHQWO\ RIIHUHG1 7KLV DORQH PDNHV WKH //'$ ZRUWK IXUWKHU H[DPLQDWLRQ1

*RYHUQPHQWV DQG EDQNV DURXQG WKH ZRUOG KDYH LQWURGXFHG VDYLQJV LQVWUXPHQWV WKDW

FRPELQH VDYLQJV ZLWK D ORWWHU\1 7KH EDVLF VWUXFWXUH RI DQ //'$ LV VLPSOH1 7\SLFDOO\/ WKH

EDQN DXWRPDWLFDOO\ HQUROOV LQ D ORWWHU\ WKRVH GHSRVLWRUV ZKR PDLQWDLQ D GHSRVLW RI VRPH

VSHFLILHG VL]H IRU VRPH VSHFLILHG SHULRG LQ WKH GHVLJQDWHG DFFRXQWV1 &RPPRQO\/ WKH

GHSRVLWRU UHFHLYHV RQH ³ORWWHU\ WLFNHW´ RU FKDQFH/ HDFK PRQWK IRU HYHU\ ; GROODUV KH KDV

RQ GHSRVLW IRU WKDW PRQWK1 7KH EX\HU SD\V IRU KHU ORWWHU\ WLFNHWV E\ IRUHJRLQJ LQWHUHVW

UHODWLYH WR DQ DFFRXQW WKDW GRHV QRW KDYH WKH ORWWHU\ IHDWXUH1 7KH ORWWHU\ GRHV QRW DIIHFW WKH

SULQFLSDO RI WKH ERQG RU GHSRVLW/ EXW WKH LQWHUHVW UDWH WKDW WKH KROGHU UHFHLYHV HDFK SHULRG

LV D UDQGRP YDULDEOH1 7KH LQWHUHVW UDWH WKH KROGHU DFWXDOO\ UHFHLYHV FRXOG EH YHU\ ORZ²

SHUKDSV ]HUR RU RQO\ QRPLQDO/ GHSHQGLQJ RQ WKH VFKHPH¶V VWUXFWXUH²RU LW FRXOG EH YHU\

KLJK LI WKH RZQHU LV OXFN\ HQRXJK WR ZLQ WKH JUDQG SUL]H1
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6HFWLRQ 5 GHVFULEHV WKH IXQFWLRQLQJ RI WKH DFFRXQWV1:H ILUVW GLVFXVV WKH DFFRXQWV

IURP WKH VXSSO\ VLGH/ WKDW LV/ IURP WKH EDQNV¶ SRLQW RI YLHZ1 7KHQ LQ 6HFWLRQ 6 ZH WXUQ WR

WKH GHPDQG VLGH/ WKDW LV/ WR WKH GHSRVLWRUV¶ SRLQW RI YLHZ1 +HUH ZH UHODWH WKH DFFRXQWV WR

WKH OLWHUDWXUH RQ ULVN WDNLQJ DQG JDPEOLQJ1 /DVWO\/ 6HFWLRQ 7 LV WKH FRQFOXVLRQ DQG D FDOO

IRU IXUWKHU UHVHDUFK1 $Q $SSHQGL[ SURYLGHV D QXPEHU RI H[DPSOHV IURP ERWK WKH

SXEOLVKHG OLWHUDWXUH DQG IURP WKH DXWKRUV¶ RZQ +XQV\VWHPDWLF, LQTXLULHV1

ë 7KH EDQNV© SRLQW RI YLHZ

7KH LVVXHUV¶ LQFHQWLYH WR RIIHU WKH DFFRXQWV RU ERQGV LV WKDW VDYHUV OLNH WKH ORWWHU\

IHDWXUH DQG UHZDUG WKH LVVXHUV E\ DFFHSWLQJ D ORZHU UHWXUQ RQ WKH DFFRXQWV WKDQ WKH\

ZRXOG UHFHLYH RQ DQ DFFRXQW WKDW SURYLGHG D FHUWDLQ UHWXUQ1 7KH DFFRXQW KROGHUV PD\ EH

DFFHSWLQJ D EHW WKDW LV XQIDLU WR WKHP/ RU QRW1 7DEOH 4 JLYHV VRPH GDWD IURP WKHQ %DQFR

%LOEDR 9L]FD\D +%%9, RQ WKH QXPEHU DQG YDOXH RI VXFK DFFRXQWV LQ LWV /DWLQ $PHULFDQ

VXEVLGLDULHV1 %%9/ RQH RI WKH ZRUOG¶V ODUJHVW UHWDLO EDQNV/ KDV EHHQ VXFFHVVIXO ZLWK WKHVH

DFFRXQWV LQ VHYHUDO FRXQWULHV1

7KH ORWWHU\ IHDWXUH PD\ VLPSO\ EH D PDUNHWLQJ GHYLFH WKDW GLIIHUHQWLDWHV WKH DFFRXQW

IURP RWKHU W\SHV RI VDYLQJV LQVWUXPHQWV1 (TXDOO\/ WKH DFFRXQWV PD\ ORZHU WKH RIIHULQJ

EDQN¶V FRVW RI IXQGV1:KHQ WKH ORWWHU\ LV QRW D ³IDLU JDPH´ L1H1/ ZKHQ WKH H[SHFWHG YDOXH

RI D WLFNHW LV OHVV WKDQ WKH IRUHJRQH LQWHUHVW/ WKH EDQN JDLQV1 'LVFXVVLRQV ZLWK H[HFXWLYHV

DW %DQFR 6DQWDQGHU DQG %%9 FRQILUP WKDW WKH //'$V DUH D FKHDSHU VRXUFH RI IXQGV WKDQ

UHJXODU VDYLQJV DFFRXQWV/ HYHQ DIWHU RQH WDNHV LQWR DFFRXQW DGPLQLVWUDWLYH FRVWV DQG
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SUL]HV14 2QH UHVSRQGHQW HVWLPDWHG WKDW WKH EDQN¶V FRVW RI IXQGV ZDV IURP D TXDUWHU WR D

VL[WK RI WKDW FRPSDUHG ZLWK D UHJXODU WLPH GHSRVLW DFFRXQW1 7KLV DSSHDUV KLJK JLYHQ RXU

FDOFXODWLRQV EHORZ> LW LV ZRUWK QRWLQJ/ KRZHYHU/ WKDW WKH DFFRXQWV DOVR GR QRW TXDOLI\ IRU

GHSRVLW LQVXUDQFH/ XQOLNH UHJXODU VDYLQJV GHSRVLWV1

,Q 7DEOH 5 SUHVHQW VRPH GHWDLOV IRU WKH DFFRXQWV RIIHUHG E\ %DQFR 5tR GH /D 3ODWD/

%DQFR 6DQWDQGHU &HQWUDO +LVSDQR¶V VXEVLGLDU\ LQ $UJHQWLQD/ DQG E\ %DQFR )UDQFpV GHO

5tR GH /D 3ODWD/ %DQFR %LOEDR 9L]FD\D $UJHQWDULD¶V VXEVLGLDU\/ DOVR LQ $UJHQWLQD1:H

KDYH PRUH LQIRUPDWLRQ IRU %DQN 5tR WKDQ ZH GR IRU %DQFR )UDQFpV1

%DQFR 5tR¶V ORWWHU\0OLQNHG DFFRXQWV SDUWLFLSDWH LQ D GDLO\ ORWWHU\ IRU '53/333 DQG D

PRQWKO\ ORWWHU\ IRU '555/333 +DERXW 53; DYHUDJH SHU FDSLWD *'3 RI 86'44. DW 333 LQ

4<<;,1 (DFK 86'533 RQ GHSRVLW JLYHV WKH GHSRVLWRU RQH FKDQFH RU ³WLFNHW´ LQ WKH ORWWHU\1

$ ZHOO0NQRZQ UDGLR VWDWLRQ DQQRXQFHV WKH ZLQQHUV HDFK GD\ DW 45=48 SP1 %%9 %DQFR

)UDQFpV¶ ORWWHU\ RIIHUV FDUV/ KRXVHKROG DSSOLDQFHV DQG RWKHU VLPLODU JRRGV DV SUL]HV/ DV

ZHOO DV FDVK1 %DQFR )UDQFpV RIIHUV RQH FKDQFH SHU '583 LQ GHSRVLWV DQG D WRS SUL]H HDFK

PRQWK RI '583/333 +DERXW 56; DYHUDJH SHU FDSLWD *'3,1 ,W DQQRXQFHV LWV UHVXOWV RQ D

SRSXODU HYHQLQJ 79 SURJUDP1 %RWK EDQNV LQFOXGH DV SDUW RI WKHLU //'$ SURJUDPV SKRQH

QXPEHUV WKDW GHSRVLWRUV PD\ FDOO WR GHWHUPLQH WKH QXPEHU RI FKDQFHV IRU ZKLFK WKH\

TXDOLI\/ WKH RGGV RI ZLQQLQJ SHU FKDQFH/ DQG WKH SUHYLRXV ZLQQLQJ QXPEHU1

)RU WKH EDQN RIIHULQJ WKH //'$/ WKH PRQHWDU\ FRVW LV GHWHUPLQLVWLF/ QRW UDQGRP/ DQG

FRQVLVWV RI WKUHH FRPSRQHQWV= DGPLQLVWUDWLYH FRVWV/ DQ H[SOLFLW LQWHUHVW FRVW/ DQG WKHQ

ORWWHU\ SD\RXW1 %RWK UHJXODU GHSRVLW DFFRXQWV DQG //'$V UHTXLUH DGPLQLVWUDWLRQ DQG ZH

4:H FRQGXFWHG LQWHUYLHZV ZLWK EDQNHUV DQG UHJXODWRUV LQ $UJHQWLQD/ &KLOH/0H[LFR DQG 6SDLQ EHWZHHQ
0D\ DQG -XO\ RI 4<<;1 2XU LQWHUYLHZV IRFXVHG RQ WKH HQWU\ RI WKH 6SDQLVK EDQNV LQ /DWLQ $PHULFD1 7KDW OHG
WR WKH GLVFXVVLRQ RI //'$V1
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KDYH QR VHQVH WKDW WKH DGPLQLVWUDWLYH FRVWV DUH KLJKHU IRU //'$V WKDQ IRU UHJXODU

DFFRXQWV1 7KH //'$V DUH LQWHUHVW EHDULQJ/ EXW DW D UDWH WKDW LV RQH0KDOI +%DQFR 5tR, RU

WZR0WKLUGV +%DQFR )UDQFpV, WKDW RI UHJXODU VDYLQJV GHSRVLWV1 $V IRU WKH ORWWHU\ FRPSRQHQW/

WKH EDQN DQQRXQFHV/ LQ DGYDQFH/ D SD\RXW WKDW LV LQGHSHQGHQW RI WKH DPRXQW LQ TXDOLI\LQJ

DFFRXQWV1 8QOLNH WKH VLWXDWLRQ ZLWK PDQ\ VWDWH ORWWR JDPHV/ DOO SUL]HV DUH DZDUGHG DQG

WKHUH LV QR UROORYHU1 2YHU WLPH WKH EDQNV FDQ DGMXVW WKH QXPEHU DQG YDOXH RI WKH SUL]HV WR

WKH QXPEHU RI TXDOLI\LQJ DFFRXQWV WR PDLQWDLQ D WDUJHW H[SHFWHG YDOXH DQG FRPSHWLWLRQ

EHWZHHQ EDQNV VKRXOG OHDG WR DW OHDVW SHULRGLF DGMXVWPHQW1

%DQFR 5tR UHSRUWV WKDW LQ UHFHQW PRQWKV/ WKH QXPEHU RI FKDQFHV +³WLFNHWV´, KDV

DYHUDJHG DERXW 6/333/333/ LPSO\LQJ WKDW WKH DPRXQW RI PRQH\ LQ LWV //'$V ZDV DW OHDVW

'933/333/3331 ,Q DGGLWLRQ/ WKHUH LV DERXW DQRWKHU 43( RU '93/333/333 LQ WKH DFFRXQWV LQ

WKH IRUP RI PRQH\ WKDW LV OHIWRYHU/ L1H1/ PRGXOR D PXOWLSOH RI '5331:LWK D PRQWKO\

SD\RXW RI DERXW '995/333/ WKH H[SHFWHG YDOXH RI D GHSRVLW LV 314( SHU PRQWK/ RU DERXW

415( SHU DQQXP/ SOXV WKH SURPLVHG LQWHUHVW RI 4( SHU DQQXP1

%DQFR 5tR KDV DERXW '418EQ LQ VDYLQJV GHSRVLWV/ VR PRQH\ LQ //'$V UHSUHVHQWV

DERXW 73( RI VXFK GHSRVLWV1 %DQFR )UDQFpV KDV D VLPLODU DPRXQW LQ VDYLQJV GHSRVLWV1 ,I

73( RI WKLV LV LQ //'$V/ WKH ORWWHU\ IHDWXUH LV ZRUWK DERXW 3146( SHU PRQWK/ RU DERXW

419( SHU DQQXP/ SOXV WKH SURPLVHG LQWHUHVW RI 4( SHU DQQXP1

//'$V WKHUHIRUH DSSHDU D PRUH H[SHQVLYH VRXUFH RI IXQGV WKDQ VDYLQJV DFFRXQWV

ZLWKRXW WKH ORWWHU\ IHDWXUH1 +RZHYHU/ WKH EDQN GRHV VDYH RQ WKH FRVW RI GHSRVLW LQVXUDQFH1

0RUHRYHU/ ZH GR QRW NQRZ ZKDW LQWHUHVW UDWH WKH EDQNV ZRXOG KDYH WR RIIHU WR DWWUDFW DQ

HTXLYDOHQW DPRXQW LQ QHZ GHSRVLWV1 $V IDU DV LQWHUHVW FRVWV DORQH DUH FRQFHUQHG/ //'$V

UHPDLQ FKHDSHU WKDQ WKH LQWHUEDQN PDUNHW1 6XEVWLWXWLQJ ERXJKW IXQGV IRU GHSRVLWV LQ
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//'$V ZRXOG FRVW WKH EDQNV DW OHDVW 86' /,%25 +VD\ 809( SHU DQQXP, SOXV D SUHPLXP

RI VHYHUDO KXQGUHG EDVLV SRLQWV1 +$SDUW IURP FUHGLW LVVXHV/ WKH PDUNHW LV FKDUJLQJ D

SUHPLXP RYHU WKH 86' /,%25 WR FRYHU WKH ULVN WKDW $UJHQWLQD ZLOO DEURJDWH WKH 3HVR0

86' OLQN1,

2IIHULQJ //'$V LV VXEMHFW WR ERWK SURGXFWLRQ DQG FRQVXPSWLRQ HFRQRPLHV RI VFDOH1

7KH EDQN KDV WR LQYHVW LQ WKH FRPSXWHU SURJUDP WR DVVLJQ WKH FKDQFHV WR DFFRXQWV/ DQG WR

SLFN WKH ZLQQLQJ DFFRXQW1 ,W DOVR KDV WR DGYHUWLVH WKH DFFRXQWV1 7KHVH LQYHVWPHQWV DUH D

IL[HG FRVW WKDW GRHV QRW LQFUHDVH ZLWK WKH QXPEHU RI DFFRXQWV WKH EDQN KROGV1 7KHUH PD\

DOVR EH DQRWKHU EHQHILW WR VFDOH1 6PDOO EDQNV FDQQRW PDWFK WKH ODUJH EDQNV LQ WHUPV RI WKH

IUHTXHQF\ DQG WKH ULFKQHVV RI WKH SUL]HV1 &ORWIHOWHU DQG &RRN +4<<3, DQG &RRN DQG

&ORWIHOWHU +4<<3, SRLQW RXW WKDW WKLV PDWWHUV WR WKH GHPDQG IRU D ORWWHU\ DQG KDV UHVXOWHG LQ

VHYHUDO VPDOO 8161 VWDWHV EDQGLQJ WRJHWKHU WR RIIHU MRLQW ORWWHULHV1 $OWKRXJK D VPDOO EDQN

ZLWK LWV OHVV IUHTXHQW SUL]HV PD\ PDWFK D ODUJHU EDQN LQ WHUPV RI WKH H[SHFWHG YDOXH RI LWV

DFFRXQWV/ LW PD\ VXIIHU IURP D PDUNHWLQJ GLVDGYDQWDJH1 $V .DKQHPDQ DQG 7YHUVN\ +4<:6,

KDYH GLVFRYHUHG/ SHRSOH RIWHQ SUHGLFW E\ UHSUHVHQWDWLYHQHVV DQG RYHU0HVWLPDWH WKH

SUREDELOLW\ RI UDUH/ VDOLHQW HYHQWV1 $ EDQN WKDW DGYHUWLVHV ZLQQHUV PRUH IUHTXHQWO\ WKDQ LWV

FRPSHWLWRUV PD\ EHQHILW IURP VXFK HIIHFWV1 /DVWO\/ WKH ODUJHU EDQN FDQ PRUH UHDGLO\

LQFUHDVH WKH VNHZQHVV RI LWV SD\RXWV/ DQ LVVXH ZH ZLOO UHWXUQ WR VKRUWO\1

%DQNV RIIHULQJ //'$V KDYH WR NQRZ KRZ WR PDUNHW WKH DFFRXQWV1 7KLV LQYROYHV QRW

MXVW DGYHUWLVLQJ/ EXW DOVR WKH PDQDJHPHQW RI WKH SUL]HV LQ WHUPV RI WKHLU VWUXFWXUH DQG

FRPSRVLWLRQ1 7KH 6SDQLVK EDQNHUV ZLWK ZKRP ZH VSRNH UHSRUWHG WKDW SHULRGLFDOO\ WKHLU

EDQNV ZRXOG KDYH WR FKDQJH WKH SUL]HV WR PDLQWDLQ FXVWRPHUV¶ LQWHUHVW1



:

ê 7KH GHSRVLWRUV© SRLQW RI YLHZ

7KH VXSSOLHUV¶ FRVW LV WKH GHPDQGHUV¶ EHQHILW DQG WKH VXSSOLHUV¶ EHQHILW LV WKH

GHPDQGHUV¶ FRVW1 )RU WKH DFFRXQWV DW %DQFR 5tR/ RXU FUXGH HVWLPDWHV SXW WKH H[SHFWHG

YDOXH SHU '533 LQ GHSRVLWV DW DERXW '316; SHU PRQWK RU 315( +516( DQQXDOO\,/ PDGH XS RI

'3154 LQ H[SHFWHG ZLQQLQJV DQG '314: LQ LQWHUHVW1 7ZR SKRQH FDOOV RQ GLIIHUHQW GD\V WR

%DQFR 5tR¶V LQIRUPDWLRQ QXPEHU \LHOGHG DQ DYHUDJH SUREDELOLW\ RI ZLQQLQJ SHU FKDQFH RI

3133333364;81 +7KLV LPSOLHV WKDW WKH QXPEHU RI RXWVWDQGLQJ FKDQFHV DYHUDJHG 6/474/4<:1

7KLV LV FRQVLVWHQW ZLWK WKH LQIRUPDWLRQ RQ WKH WRWDO DPRXQWV LQ WKH //'$V1,

)RU %DQFR )UDQFpV RXU HYHQ FUXGHU HVWLPDWHV SXW WKH H[SHFWHG YDOXH SHU '583 LQ

GHSRVLWV DW DERXW '317: SHU PRQWK RU 315( +51;( DQQXDOO\,/ PDGH XS RI '3159 LQ H[SHFWHG

ZLQQLQJV DQG '3154 LQ LQWHUHVW1

:H NQRZ WKDW WKH //'$V KDYH DQ H[SHFWHG YDOXH WKDW LV JUHDWHU WKDQ WKH 4( RU 318(

LQWHUHVW IRUHJRQH1 +RZHYHU/ ZH DUH DOVR FRPSDULQJ DQ XQLQVXUHG DFFRXQW ZLWK DQ LQVXUHG

DFFRXQW1 1RWH/ WKHUH LV QR LVVXH RI D ULVN SUHPLXP> ILQDQFH WKHRU\ KDV LW WKDW DV WKH

UDQGRPL]HG UHWXUQV RQ WKH //'$V GR QRW FR0YDU\ ZLWK WKH PDUNHW +RU SULFHG IDFWRUV,/

WKHUH LV QR QHHG IRU D ULVN SUHPLXP1 )XUWKHUPRUH/ &DPHUHU DQG .XQUHXWKHU +4<;<> S18:4,

VXJJHVW WKDW ³3HRSOH PD\ RYHUHVWLPDWH WKH FKDQFHV RI ZLQQLQJ D ORWWHU\ EHFDXVH RI WKH

H[FLWHPHQW RI ZLQQLQJ«´ 7KLV DUJXPHQW ZRXOG DFWXDOO\ VXJJHVW WKDW WKH EDQNV FRXOG

RIIHU D OHVV WKDQ IDLU EHW/ OLNH DOO VWDWH ORWWHULHV +&RRN DQG &ORWIHOWHU 4<<3,1 (YHQ ZKHQ WKH

//'$ RIIHUV D UHWXUQ FRPSDUDEOH WR WKDW RQ D VDYLQJV DFFRXQW ZLWKRXW WKH ORWWHU\ IHDWXUH/

WKH TXHVWLRQ UHPDLQV= ZKDW DUH GHSRVLWRUV EX\LQJ"

7KH OLWHUDWXUH RQ JDPEOLQJ VXJJHVWV WKDW WKH SD\RII VWUXFWXUH RI WKH //'$V VKRXOG

KDYH FHUWDLQ FKDUDFWHULVWLFV ² VNHZHG UHWXUQV DQG PHFKDQLVPV WR UHGXFH KROGHUV¶ IDWLJXH



;

IURP WKH ORZ OLNHOLKRRG RI ZLQQLQJ ² DQG WKLV LV LQ IDFW ZKDW ZH REVHUYH1 /RWWHULHV

JHQHUDOO\ GHOLYHU D ODUJH QXPEHU RI VPDOO SUL]HV DQG D VPDOO QXPEHU RI ODUJH SUL]HV +VHH

IRU H[DPSOH 6KDSLUD DQG 9HQH]LD 4<<5,/ DV GR WKH //'$V1 7KH ODUJH SUL]HV FUHDWH

VNHZQHVV LQ UHWXUQV1 7KH IUHTXHQW VPDOO SUL]HV FRPEDW DFFRXQW KROGHUV¶ IDWLJXH E\

UHLQIRUFLQJ WKHLU FRQWLQXHG LQWHUHVW GHVSLWH WKH UDULW\ RI ELJ ZLQV1 7KLV SD\RII VWUXFWXUH LV

DOVR FRQVLVWHQW ZLWK 4XLJJLQ¶V +4<<4, PRGHO/ ZKLFK WDNHV DV LWV VWDUWLQJ SRLQW DQ

DVVXPSWLRQ WKDW EHWWRUV FDUH DERXW KRZ WKHLU ZHDOWK FRPSDUHV WR WKDW RI RWKHUV +UDQN0

GHSHQGHQW XWLOLW\,1 5REVRQ +4<<9, PDNHV DQ DUJXPHQW WKDW KH EDVHV RQ ELRORJLFDO

HYROXWLRQ IRU XWLOLW\ IXQFWLRQV WKDW KDYH UHODWLYH VXFFHVV DV DQ DUJXPHQW RI WKH IXQFWLRQ1 ,Q

KLV PRGHO/ WKRVH LQGLYLGXDOV ZKR WDNH IDLU EHWV ZLOO WDNH IDLU EHWV WKDW LQYROYH D KLJK

SUREDELOLW\ RI VPDOO ORVVHV ZLWK D VPDOO SUREDELOLW\ RI ODUJH JDLQV1 6LPLODUO\/ *ROHF DQG

7DPRUNLQ +4<<;, ILQG WKDW EHWWRUV DW WKH UDFHWUDFN PD\ YDOXH VNHZQHVV/ L1H1/ WKH SRVVLELOLW\

RI D ELJ ZLQ/ UDWKHU WKDQ YDULDQFH1 )UDQN¶V 4<<<, UHFHQW ERRN /X[XU\ )HYHU/ PDNHV D

VWURQJ HPSLULFDO FDVH IRU WKH H[LVWHQFH RI LQGLYLGXDO XWLOLW\ IXQFWLRQV WKDW WDNH UHODWLYH

FRQVXPSWLRQ DV DQ DUJXPHQW1 /DVWO\/ %UHQQHU¶V +4<;9, DQDO\VLV RI &DQDGLDQ GDWD VKRZV

WKDW WKH SHRSOH ZKR EX\ ORWWHU\ WLFNHWV DUH OLNHO\ WR EH SHUVRQV ZKR VHH WKH ORWWHU\ DV

RIIHULQJ WKHP DQ RSSRUWXQLW\ RI UHFRYHU\ DIWHU VRPH IRUP RI VXGGHQ DGYHUVLW\ KDV FORVHG

DOO RWKHU DYHQXHV WR VXFFHVV1

$Q DOWHUQDWLYH/ DOEHLW QRW PXWXDOO\ H[FOXVLYH K\SRWKHVLV LV 1J +4<:8, DQG

0F&DIIUH\¶V +4<<7, DUJXPHQW WKDW LQVWHDG RI UHODWLYH UDQN/ ORWWHU\ EX\HUV DUH VHHNLQJ

ODUJH VXPV EHFDXVH RI LQGLYLVLELOLWLHV LQ FRQVXPSWLRQ1 2EYLRXVO\/ FDUV/ KRXVHV/ 79V DQG

VR IRUWK FRPH LQ XQLWV1 +RZHYHU/ WKH DUJXPHQW UHTXLUHV ERWK LPSHUIHFWLRQV LQ FUHGLW

PDUNHWV OHDGLQJ WR FRQVWUDLQWV RQ WKH DELOLW\ WR ERUURZ/ DQG ORZ VXEVWLWXWDELOLW\ EHWZHHQ
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JRRGV WKDW ZRXOG XQGHUPLQH WKH GLVFUHWHQHVV RI WKH FRQVXPSWLRQ JRRG1 7KXV D QHZ FDU

DQG D XVHG FDU ZRXOG KDYH WR EH OHVV VXEVWLWXWDEOH WKDQ D GHPDQG IRU WUDQVSRUWDWLRQ DORQH

ZRXOG VXJJHVW1 ,QWHUHVWLQJO\/ WKH //'$V DUH FRQVLVWHQW ZLWK WKH OXPS0VXP DUJXPHQW1 $V

RQH FDQ VHH IURP WKH $SSHQGL[/ PDQ\ //'$V RIIHU SUL]HV WKDW DUH FRQVXPHU GXUDEOHV

VXFK DV DSDUWPHQWV/ FDUV/ 79V/ DQG WKH OLNH1

,W LV DOVR FOHDU WKDW LQ FRXQWULHV ZLWK XQGHU0GHYHORSHG FRQVXPHU FUHGLW/ OXPS0VXP

FRQVLGHUDWLRQV PDWWHU1 )RU LQVWDQFH/ RQH FRPPRQO\ ILQGV 526&$6 +URWDWLQJ VDYLQJV DQG

FUHGLW DVVRFLDWLRQV, LQ SRRU FRXQWULHV +0RUGXFK 4<<<> %LJJDUW 5333,1 7KHVH SURYLGH OXPS

VXPV WKURXJK WKH GHWHUPLQLVWLF PHFKDQLVP RI DOO SDUWLFLSDQWV FRQWULEXWLQJ WR WKH SRW HDFK

PRQWK ZLWK HDFK SDUWLFLSDQW GUDZLQJ WKH SRW LQ WXUQ +XVXDOO\ E\ ORW, XQWLO DOO KDYH GUDZQ1

+RZHYHU/ WKH QHHG WR NHHS PHPEHUVKLS OLPLWHG DV SDUW RI WKH HQIRUFHPHQW PHFKDQLVP

OLPLWV WKH VL]H RI WKH OXPS VXP WKDW 526&$V FDQ PRELOL]H1

,I GHSRVLWRUV LQ //'$V DUH EX\LQJ VNHZQHVV RU ODUJH OXPS VXPV/ WKLV GHPDQG

FRPELQHG ZLWK D ERXQGHG WRS SUL]H/ OHDGV RQH WR H[SHFW WKDW WKH XVXDO //'$V DUH OLNHO\

WR EH DQ LQIHULRU JRRG1 7KDW LV/ ZHDOWKLHU SHRSOH ZLOO VSHQG D ORZHU SURSRUWLRQ RI WKHLU

ZHDOWK RQ ORWWHU\0OLQNHG DFFRXQWV WKDQ ZLOO SRRUHU SHRSOH +WKH LQFRPH HODVWLFLW\ RI

GHPDQG LV SUREDEO\ OHVV WKDQ 4,1 7KLV FRQMHFWXUH LV FRQVLVWHQW ZLWK HYLGHQFH RQ ORWWHU\

SDUWLFLSDWLRQ1 %URZQ HW DO1/ +4<<5, ILQG WKDW WKH SRRU FRPPLW D JUHDWHU SRUWLRQ RI WKHLU

LQFRPH WR ORWWHULHV WKRXJK WKH PLGGOH FODVV SURYLGHV WKH JUHDWHVW WRWDO DPRXQW1

,QWHUHVWLQJO\/ WKH\ IRXQG WKDW HGXFDWLRQ JHQHUDOO\ LV WKH EHVW SUHGLFWRU RI WKH DPRXQW RI DQ

LQGLYLGXDO¶V SURSHQVLW\ WR SOD\ WKH ORWWHU\ DQG FRUUHODWHV QHJDWLYHO\ ZLWK WKH SURSHQVLW\ WR

SOD\1 7KH UHDVRQ IRU WKH FRUUHODWLRQ LV DQ RSHQ TXHVWLRQ= HGXFDWLRQ PD\ SUR[\ IRU FODVV +D
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QRQ0PRQHWDU\ VRXUFH RI UHODWLYH VWDWXV,/ ZHDOWK/ DQ LPSURYHG XQGHUVWDQGLQJ RI

SUREDELOLW\/ RU VRFLDOL]DWLRQ WR YDOXHV WKDW GH0HPSKDVL]H UHODWLYH ZHDOWK1

/DVWO\/ WKH //'$V KDYH RWKHU SV\FKRORJLFDOO\ LQWHUHVWLQJ IHDWXUHV1 )RU LQVWDQFH/ RQ

WKH RQH KDQG/ SD\LQJ IRU RQH¶V WLFNHW E\ IRUHJRLQJ LQWHUHVW PHDQV WKDW RQFH RQH KDV

RSHQHG WKH DFFRXQW RQH GRHV QRW KDYH WR GR DQ\WKLQJ IXUWKHU> WKH SDUWLFLSDQW GRHV QRW

KDYH WR UHDFK LQWR KHU SXUVH HDFK PRQWK WR SD\ IRU KHU WLFNHW IRU WKDW PRQWK1 7KH HYLGHQFH

LQ .DKQHPDQ DQG 7HYHUVN\ +4<:<, RQ LQGLYLGXDOV¶ DV\PPHWULF YDOXDWLRQ RI JDLQV DQG

ORVVHV VXJJHVWV WKDW WKLV PD\ EH DQ DWWUDFWLYH FKDUDFWHULVWLF1 2Q WKH RWKHU KDQG/ UHODWLYH WR

JRYHUQPHQW ORWWHULHV/ WKH //'$V KDYH WKH GLVDGYDQWDJH WKDW GHSRVLWRUV FDQQRW FKRRVH WKH

QXPEHU RQ WKHLU WLFNHW1 $V )DUUHOO HW DO1/ +5333, VKRZ/ WKLV LV DQ LPSRUWDQW IHDWXUH DV

SDUWLFLSDQWV DSSDUHQWO\ YDOXH WKH RSSRUWXQLW\ WR EX\ ³OXFN\´ QXPEHUV15 6LPLODUO\/

&ORWIHOWHU DQG &RRN +4<<4, IRXQG WKDW PDQ\ SOD\HUV EHOLHYH WKDW WKH\ FDQ LPSURYH WKHLU

FKDQFHV RI ZLQQLQJ E\ DGMXVWLQJ WKHLU EHWV WR UHIOHFW UHFHQW ZLQQLQJ QXPEHUV/ RU VLJQV

IURP GUHDPV RU HYHQWV LQ WKHLU OLYHV1 +RZHYHU/ WKLV OHDGV WR EXQFKLQJ RI EHWV/ PDNLQJ

WLFNHWV LQ ORWWHULHV WKDW SHUPLW VHOHFWLRQ PXFK KDUGHU WR YDOXH WKDQ WLFNHWV LQ DQ //'$1

é &RQFOXVLRQ

2XU OLPLWHG HYLGHQFH IURP RQH FRXQWU\ UDLVHV WKH K\SRWKHVLV WKDW FRPSHWLWLRQ

EHWZHHQ EDQNV UHVXOWV LQ WKH //'$V RIIHULQJ UHWXUQV FRPSDUDEOH WR WKRVH RQ DFFRXQWV

ZLWKRXW WKH ORWWHU\ IHDWXUH1 //'$V WKXV DSSHDU WR EH PRUH D PDUNHWLQJ GHYLFH WKDQ D

VRXUFH RI GHSRVLWV FKHDSHU WKDQ VDYLQJV GHSRVLWV/ WKRXJK ERWK VRUWV RI GHSRVLWV UHPDLQ

FKHDSHU +LQ WHUPV RI LQWHUHVW UDWHV, WKDQ IXQGV ERXJKW RQ WKH LQWHUEDQN PDUNHW1
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7KH EDQNHUV ZH VSRNH ZLWK EHOLHYH WKDW //'$V DUH HVSHFLDOO\ VXFFHVVIXO ZLWK ORZ0

LQFRPH GHSRVLWRUV/ DQG LQ FDVHV ZKHUH WKHUH DUH ORWV RI SHRSOH RXWVLGH WKH EDQNLQJ

V\VWHP1 7KH 6SDQLVK EDQNV EHOLHYH/ WKRXJK QR V\VWHPDWLF VWXGLHV H[LVW/ WKDW WKH //'$V

HQDEOHG WKHP WR JURZ LQ WKRVH /DWLQ $PHULFDQ FRXQWULHV ZKHUH WKH\ LQWURGXFHG WKH

DFFRXQWV E\ DWWUDFWLQJ QHZ FXVWRPHUV DV ZHOO DV VWHDOLQJ FXVWRPHUV IURP RWKHU EDQNV1 7KH

H[DPSOHV ZH FLWH LQ WKH $SSHQGL[ EHORZ DUH FRQVLVWHQW ZLWK WKLV K\SRWKHVLV WKDW WKH

//'$V DUH SURGXFWV WKDW JURZ WKH EDQNLQJ PDUNHW LQ FRXQWULHV ZLWK ORZ UDWLRV RI GHSRVLWV

WR *'3/ RU ZLWK IHZ DFFRXQWV SHU FDSLWD1 7KH DFFRXQWV DSSDUHQWO\ GUDZ LQ FXVWRPHUV IRU

ZKRP VDYLQJV SOXV D JDPEOH KDV D KLJKHU XWLOLW\ WKDQ HLWKHU KROGLQJ VDYLQJV LQ FDVK RU

FRQVXPHU GXUDEOHV/ RU SRVVLEO\ LPPHGLDWH FRQVXPSWLRQ1 8QIRUWXQDWHO\/ ZH NQRZ QHLWKHU

WKH VFDOH QRU WKH VRXUFH RI DQ\ LQFUHDVH LQ PHDVXUHG VDYLQJV1

//'$V DUH XELTXLWRXV DQG RQH FDQ H[SHFW WKDW WKH\ ZLOO EHFRPH HYHQ PRUH DYDLODEOH

WKURXJK ,QWHUQHW EDQNLQJ1 &XUUHQWO\/ DFFHVV WR WKH ,QWHUQHW SUREDEO\ FRUUHODWHV QHJDWLYHO\

ZLWK LQWHUHVW LQ VXFK DFFRXQWV DV FRPSXWHU RZQHUV WHQG WR EH DPRQJ VRFLHW\¶V EHWWHU RII1

6WLOO/ WKLV LV FKDQJLQJ1 )XUWKHUPRUH/ WKH DFFRXQWV KDYH SURYHG SRSXODU LQ GHYHORSLQJ

FRXQWULHV1 $V VXFK/ WKH\ PHULW IXUWKHU UHVHDUFK1 8VHIXO GLUHFWLRQV LQFOXGH WKH IROORZLQJ1

'RHV WKH LQWURGXFWLRQ RI //'$V VLPSO\ FDQQLEDOL]H H[LVWLQJ VDYLQJV RU GR WKH

DFFRXQWV JHQHUDWH QHZ VDYLQJV" :H NQRZ WKDW WKH DFFRXQWV DUH SRSXODU EXW WKHUH DUH QR

VWXGLHV WKDW ORRN DW WKH HIIHFWV RQ WRWDO VDYLQJV1

'RHV WKH LQWURGXFWLRQ RI //'$V FDQQLEDOL]H JRYHUQPHQW0VSRQVRUHG ORWWHULHV" $V D

ILUVW DSSUR[LPDWLRQ RQH FDQ H[SHFW WKDW WKHVH SULYDWH ORWWHULHV DUH FORVHU WR D IDLU EHW WKDQ

DUH WKH VWDWH ORWWHULHV1:DONHU +4<<;, ILQGV WKDW GHPDQG IRU ORWWHULHV LV TXLWH SULFH HODVWLF>

5 /DQJHU +4<:8, DQG /DQJHU DQG 5RWK +4<:8, ILQG WKDW PDQ\ SHRSOH GR QRW IXOO\ EHOLHYH LQ FKDQFH EXW UDWKHU
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EHLQJ FORVHU WR D IDLU EHW/ //'$V DUH FKHDSHU WR WKH SDUWLFLSDQW DQG VR RQH FDQ H[SHFW

ERWK VXEVWLWXWLRQ DQG DQ LQFUHDVH LQ WKH PDUNHW IRU JDPEOLQJ1

'R //'$V GHFUHDVH RU LQFUHDVH WKH KDUP IURP JDPEOLQJ WR VXVFHSWLEOH LQGLYLGXDOV"

7KH KDUP IURP JDPEOLQJ FRPHV IURP ORVLQJ VR EHWV WKDW DUH FORVHU WR IDLU GR OHVV KDUP

WKDQ GR VWDWH0VSRQVRUHG ORWWHULHV1 +RZHYHU/ DQ\ LQFUHDVH LQ WKH QXPEHU RI SUREOHP

JDPEOHUV DWWULEXWDEOH WR WKH LQWURGXFWLRQ RI //'$V +WKH VOLSSHU\ VORSH DUJXPHQW,

REYLRXVO\ UHGXFHV WKLV EHQHILW1

5HJDUGOHVV RI RQH¶V RSLQLRQ RI JDPEOLQJ DQG WKH PRUDO DSSURSULDWHQHVV RI //'$V DV

D SURGXFW/ //'$V H[LVW DQG DUH OLNHO\ WR EHFRPH HYHQ PRUH ZLGHVSUHDG1 7KH\ WKHUHIRUH

PHULW IXUWKHU LQYHVWLJDWLRQ1

EHOLHYH WKDW WKH\ FDQ LQIOXHQFH WKH RXWFRPH WKURXJK VNLOO RU HIIRUW1
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%LEOLRJUDSK\

$JJDUZDO/ 51.1 DQG 71 <RXVHO1 53331 ,VODPLF %DQNV DQG ,QYHVWPHQW )LQDQFLQJ1 -RXUQDO
RI 0RQH\/ &UHGLW DQG %DQNLQJ 65 +4,= <604531

%LJJDUW/ 11:1 53331 %DQNLQJ RQ (DFK 2WKHU= 7KH 6LWXDWLRQDO /RJLF RI 5RWDWLQJ 6DYLQJV
DQG &UHGLW $VVRFLDWLRQV1 $GYDQFHV LQ 4XDOLWDWLYH 2UJDQL]DWLRQ 5HVHDUFK
+)RUWKFRPLQJ,1

%UHQQHU/ *1$1 4<;91:K\ 'R 3HRSOH *DPEOH" )XUWKHU &DQDGLDQ (YLGHQFH1 -RXUQDO RI
*DPEOLQJ %HKDYLRU 5 +5,= 454045<1

%ULQQHU/ 51(1 DQG &1/1 &ORWIHOWHU1 4<:81 $Q (FRQRPLF $SSUDLVDO RI 6WDWH /RWWHULHV1
1DWLRQDO 7D[ -RXUQDO 5;= 6<807371

%URZQ/ '1-1/ '121 .DOGHQEHUJ/ DQG %1$1 %URZQH1 4<<51 6RFLR0(FRQRPLF 6WDWXV DQG
3OD\LQJ WKH /RWWHULHV1 6RFLDO 6FLHQFH 5HVHDUFK :9 +6,= 494049:1

&DORPLULV/ &1:1 4<<41 7KH 0RWLYHV RI 8161 'HEW00DQDJHPHQW 3ROLF\/ 4:<304;;3=
(IILFLHQW GLVFULPLQDWLRQ DQG WLPH FRQVLVWHQF\1 5HVHDUFK LQ (FRQRPLF +LVWRU\ 46= 9:0
4381

&DPHUHU/ &1)1 DQG +1 .XQUHXWKHU1 4<;<1 'HFLVLRQ 3URFHVVHV IRU /RZ 3UREDELOLW\ 5LVNV=
3ROLF\ ,PSOLFDWLRQV1 -RXUQDO RI 3ROLF\ $QDO\VLV DQG 0DQDJHPHQW ;= 89808<51

&ORWIHOWHU/ &1 DQG 31 &RRN1 4<<31 2Q WKH HFRQRPLFV RI VWDWH ORWWHULHV1 -RXUQDO RI
(FRQRPLF 3HUVSHFWLYHV 7= 438044<1

&ORWIHOWHU/ &171 DQG 31-1 &RRN1 4<<41 /RWWHULHV LQ WKH 5HDO :RUOG1 -RXUQDO RI 5LVN DQG
8QFHUWDLQW\ 7 +6,= 55:05651

&RRN/ 31-1/ DQG &171 &ORWIHOWHU1 4<<31 7KH 3HFXOLDU 6FDOH (FRQRPLHV RI /RWWR1 $PHULFDQ
(FRQRPLF 5HYLHZ ;6 +6,= 96709761

&RVDU/ 11 4<<<1 'HPLUEDQN= 7KH +LVWRU\ RI D 6PDOO &RPPHUFLDO 7XUNLVK %DQN1 %XVLQHVV
DQG (FRQRPLF +LVWRU\ 5; +4,= 45804651

&RZDQ/ 71 DQG 51 .URV]QHU1 4<<71 ([SORUDWLRQV LQ WKH 1HZ 0RQHWDU\ (FRQRPLFV1
+&DPEULGJH/0$= %ODFNZHOO,1

'LVWHOUDWK/ *1 4<;51 6RQGHUIRUPHQ GHV 6SDUHQV1 ,Q *1 )OHPPLQJ/ '10XOOHU DQG %1 =�UQ/
HGV1 +DQGZ|UWHUEXFK GHU 6SDUNDVVHQ +YRO 7= 6RQGHUIRUPHQ GHV 6SDUHQV ELV
=ZHLJVWHOOHQ,/ 6WXWWJDUW= 'HXWVFKH 6SDUNDVVHQYHUODJ1

(DGLQJWRQ/:151 4<<<1 7KH (FRQRPLFV RI &DVLQR *DPEOLQJ1 -RXUQDO RI (FRQRPLF
3HUVSHFWLYHV 46 +6,= 4:604<51
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)DUUHOO/ /1 53331 7KH 'HPDQG IRU /RWWR= 7KH 5ROH RI &RQVFLRXV 6HOHFWLRQ1 -RXUQDO RI
%XVLQHVV ) (FRQRPLF 6WDWLVWLFV 4; +5,= 55;05741

)UDQN/ 51 4<<<1 /X[XU\ )HYHU=:K\ 0RQH\ )DLOV WR 6DWLVI\ LQ DQ (UD RI ([FHVV1 +1HZ
<RUN= )UHH 3UHVV,1

*ROHF/ -1 DQG 01 7DPRUNLQ1 4<<;1 %HWWRUV /RYH 6NHZQHVV 1RW 5LVN/ DW WKH +RUVH 7UDFN1
-RXUQDO RI 3ROLWLFDO (FRQRP\ 439 +4,= 53805581

*RRGKDUW/ &1 4<;91 +RZ FDQ 1RQ0,QWHUHVW0%HDULQJ $VVHWV &R0([LVW ZLWK 6DIH ,QWHUHVW0
%HDULQJ $VVHWV" %ULWLVK -RXUQDO RI (FRQRPLF ,VVXHV ; +$XWXPQ,= 40451

*UHHQ/ 51 &1 DQG .1 5\GTYLVW1 4<<:1 7KH 9DOXDWLRQ RI 1RQV\VWHPDWLF 5LVNV DQG WKH
3ULFLQJ RI 6ZHGLVK /RWWHU\ %RQGV1 5HYLHZ RI )LQDQFLDO 6WXGLHV 43 +5,= 77:0;31

*XLOOpQ/01/ DQG $1(1 7VFKRHJO1 4<<;1 7KH 1HZ &RQTXLVWDGRUV= 6SDQLVK %DQNV DQG WKH
/LEHUDOL]DWLRQ RI /DWLQ $PHULFDQ )LQDQFLDO 0DUNHWV1 7KH :KDUWRQ1 6FKRRO= FDVH1

+XOPH/ '1 4<<8F1 %ROG /LWWOH %DQN 6KDNHV 8S 7KH *LDQWV1 7LPHV 1HW $VLD +DFFHVVHG 7
$SULO 53331 KWWS=22ZHE61DVLD41FRP1VJ2WLPHVQHW2IHWSLQG[1KWPO1

-HQQLQJV/ 51/ '1 6ZDQVRQ/ DQG $1 7URXW1 4<;;1 $OH[DQGHU +DPLOWRQ¶V WRQWLQH SURSRVDO1
:LOOLDP DQG 0DU\ 4XDUWHUO\ 78 +4,= 43:04481

.DKQHPDQ/ '1 DQG 7YHUVN\/ $1 4<:61 2Q WKH 3V\FKRORJ\ RI 3UHGLFWLRQ1 3V\FKRORJLFDO
5HYLHZ ;3 +7,> 56:05841

.DKQHPDQ/ '1 DQG 7YHUVN\ $1 3URVSHFW 7KHRU\= $Q $QDO\VLV RI 'HFLVLRQV XQGHU 5LVN1
(FRQRPHWULFD 7: +5,= 59605<51

.UXPQRZ/ -1 DQG /1 *UDPOLFK1 53331 ³*HZLQQVSDUHQ´ LQ *DEOHU %DQN /H[LNRQ
+:HLVEDGHQ= *DEOHU,/ S1 94:1

/DQJHU/ (OOHQ -1 4<:81 7KH ,OOXVLRQ RI &RQWURO1 -RXUQDO RI 3HUVRQDOLW\ DQG6RFLDO
3V\FKRORJ\ 65 +5,= 644065;1

/DQJHU/ (OOHQ -1 DQG -DQH 5RWK1 4<:81 +HDGV , :LQ/ 7DLOV ,W*V &KDQFH= 7KH ,OOXVLRQ RI
&RQWURO DV D )XQFWLRQ RI WKH 6HTXHQFH RI 2XWFRPHV LQ D 3XUHO\ &KDQFH 7DVN1
-RXUQDO RI 3HUVRQDOLW\ DQG 6RFLDO 3V\FKRORJ\ 65 +9,= <840<881

0F&DIIHU\/ 4<<71:K\ SHRSOH SOD\ ORWWHULHV DQG ZK\ LW PDWWHUV1 :LVFRQVLQ /DZ 5HYLHZ 4=
:404551

0LQDEH/ 61 4<:81 $ 7LPH 'HSRVLW ZLWK /RWWHU\ 7LFNHW1 3XEOLF )LQDQFH0)LQDQFHV
3XEOLTXHV 63 +5,= 5550631

0RUGXFK/ -1 4<<<1 7KH 0LFURILQDQFH 3URPLVH1 -RXUQDO RI (FRQRPLF /LWHUDWXUH 6:= 489<0
49471
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1J/ <1.1 4<:81:K\ GR 3HRSOH %X\ /RWWHU\ 7LFNHWV" &KRLFHV ,QYROYLQJ 5LVN DQG WKH
,QGLYLVLELOLW\ RI ([SHQGLWXUH1 -RXUQDO RI 3ROLWLFDO (FRQRP\ :6 +8,= 86308681

4XLJJLQ/ -1 4<<41 2Q WKH 2SWLPDO 'HVLJQ RI /RWWHULHV1 (FRQRPLFD 8; +55<,= 40491

5REVRQ/ $1 -1 4<<91 7KH (YROXWLRQ RI $WWLWXGHV WR 5LVN= /RWWHU\ 7LFNHWV DQG 5HODWLYH
:HDOWK1 *DPHV DQG (FRQRPLF %HKDYLRU 47= 4<3053:1

6KDSLUD/ =1 DQG <1 9HQH]LD1 4<<51 6L]H DQG IUHTXHQF\ RI SUL]HV DV GHWHUPLQDQWV RI WKH
GHPDQG IRU ORWWHULHV1 2UJDQL]DWLRQDO %HKDYLRU DQG +XPDQ 'HFLVLRQ 3URFHVVHV 85=
63:064;1

6WHDUQV/ -101 DQG 61 %RUQD1 4<<81 7KH (WKLFV RI /RWWHU\ $GYHUWLVLQJ= ,VVXHV DQG (YLGHQFH1
-RXUQDO RI %XVLQHVV (WKLFV 47= 760841

6PLWK/ %1'1/ DQG $131 9LOODPLO1 4<<;1 *RYHUQPHQW ERUURZLQJ XVLQJ ERQGV ZLWK UDQGRPO\
GHWHUPLQHG UHWXUQV=:HOIDUH LPSURYLQJ UDQGRPL]DWLRQ LQ WKH FRQWH[W RI GHILFLW
ILQDQFH1 -RXUQDO RI 0RQHWDU\ (FRQRPLFV 74= 68406:31

7KDOHU/ 51+1 53331 )URP +RPR (FRQRPLFXV WR +RPR 6DSLHQV1 -RXUQDO RI (FRQRPLF
3HUVSHFWLYHV 47 +4,= 46604741

:DONHU/ ,1 4<<;1 7KH HFRQRPLF DQDO\VLV RI ORWWHULHV1 (FRQRPLF 3ROLF\ 5:= 68:07351

:HLU/ '1 4<;<1 7RQWLQHV/ SXEOLF ILQDQFH/ DQG UHYROXWLRQ LQ )UDQFH DQG (QJODQG/ 49;;0
4:;<1 -RXUQDO RI (FRQRPLF +LVWRU\ 7</ <804571

²/ DQG )1 9HOGH1 4<<51 7KH ILQDQFLDO PDUNHW DQG JRYHUQPHQW GHEW SROLF\ LQ )UDQFH/
4:8<04:<61 -RXUQDO RI (FRQRPLF +LVWRU\ 85 +4,= 406<1

:ULJKW/ *1$111 4<<<1 $ &ULWLFDO 5HYLHZ RI 6DYLQJV 6HUYLFHV LQ $IULFD DQG (OVHZKHUH1
&HQWHU IRU 0LFUR)LQDQFH/ .DPSDOD1
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$SSHQGL[ã /RWWHU\ðOLQNHG EDQN DFFRXQWV DURXQG WKH ZRUOG

/RWWHU\0OLQNHG EDQN DFFRXQWV DUH QRW D QHZ LGHD1 7KH\ UHSUHVHQW D VXEVHW RI WKH UDQJH

RI DFWXDO DQG K\SRWKHWLFDO VHFXULWLHV ZLWK UDQGRPL]HG SD\RIIV1 )RU LQVWDQFH/ D VHYHUDO

DXWKRUV +*RRGKDUW 4<;9 DQG &RZHQ DQG .URV]QHU 4<<7, KDYH VXJJHVWHG WKDW WKH LVVXHUV

RI FXUUHQF\ FRXOG SD\ LQWHUHVW RQ FXUUHQF\ WKURXJK D ORWWHU\1 7KDW LV/ WKH LVVXHU ZRXOG

SHULRGLFDOO\ DQQRXQFH WKDW DQ\RQH KROGLQJ D QRWH ZLWK FHUWDLQ +UDQGRPO\ VHOHFWHG, VHULDO

QXPEHUV VKRXOG WXUQ WKHP LQ IRU D SUHPLXP DERYH WKH IDFH YDOXH1:H DUH QRW DZDUH RI

DQ\ H[DPSOHV RI VXFK FXUUHQF\/ EXW ZH KDYH LGHQWLILHG D QXPEHU RI H[DPSOHV RI VHFXULWLHV

ZLWK SD\RIIV GHWHUPLQHG E\ ORW/ RI ZKLFK WKH ILUVW VHW EHORZ LQYROYHV ERQGV1 +:H GR QRW

LQFOXGH WKH QXPHURXV H[DPSOHV RI FDOODEOH ERQGV ZKHUH WKH LVVXHU SHULRGLFDOO\ FDOOV LQ D

QXPEHU RI ERQGV/ SLFNHG DW UDQGRP/ IRU UHGHPSWLRQ DW D SUH0GHWHUPLQHG VWULNH SULFH1, 7KH

VHFRQG VHW RI H[DPSOHV EHORZ LQYROYHV EDQN DFFRXQWV1 7KH RUGHU RI SUHVHQWDWLRQ LV

URXJKO\ KLVWRULFDO1

8. DQG )UDQFH=:HLU +4<;<, DQG :HLU DQG 9HOGH +4<<5, UHSRUW WKDW LQ WKH 4:WK DQG

4;WK FHQWXU\/ WKH JRYHUQPHQWV RI (QJODQG DQG )UDQFH LVVXHG YDULRXV VHFXULWLHV ZLWK ZKDW

WKH DXWKRUV FDOO ³H[WHUQDOO\ UDQGRPL]HG UHWXUQV1´ ,QVWHDG RI SD\LQJ D VHW UDWH RI LQWHUHVW/

WKH JRYHUQPHQW SHULRGLFDOO\ SDLG D SUHPLXP WR D VXEVHW RI WKH KROGHUV RI WKH VHFXULWLHV²D

VXEVHW GHWHUPLQHG E\ ORW RQ HDFK RFFDVLRQ1 7KH 8. VWLOO KDV 3UHPLXP 6DYLQJV %RQGV WKDW

SD\ 61:8( S1D1 +IURP 40DUFK 5333,/ DXWRPDWLFDOO\ HQUROO WKH KROGHU LQ D PRQWKO\ ORWWHU\

ZLWK SUL]HV UDQJLQJ IURP �83 WR �4/333/333/ DQG DUH IUHH RI DOO 8. ,QFRPH 7D[ DQG

&DSLWDO *DLQV 7D[1 7KH PLQLPXP LQYHVWPHQW SHU RZQHU LV �433/ WKH PD[LPXP LV

�53/333/ DQG WKH ERQGV DUH QRW WUDQVIHUDEOH1
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86= -HQQLQJV HW DO1/ +4<;;, UHSRUW WKDW $OH[DQGHU +DPLOWRQ SURSRVHG WKDW WKH 86

LQWURGXFH ERQGV ZLWK D UDQGRPL]HG UHWXUQ1 +LV REMHFWLYH ZDV WR ILQG ZD\V WR IXQG WKH

8161 QDWLRQDO GHEW1 &DORPLULV +4<<4, VXJJHVWV WKDW WKH 86 JRYHUQPHQW XVHG VXFK

VHFXULWLHV ZKHQ LVVXLQJ GHEW DEURDG LQ WKH 4;WK &HQWXU\1

6ZHGHQ= *UHHQ DQG 5\GTYLVW +4<<:, UHSRUW WKDW VLQFH 4<4;/ WKH 6ZHGLVK JRYHUQPHQW

KDV RIIHUHG ERQGV WKDW KDYH FRXSRQ SD\PHQWV GHWHUPLQHG E\ ORWWHU\1

7KHVH ERQG PDUNHW H[DPSOHV/ H[FHSW SHUKDSV IRU WKH 8.¶V SUHPLXP ERQGV/ PD\

UHSUHVHQW D WDUJHWLQJ RI D GLIIHUHQW FOLHQWHOH WKDQ WKDW ZKLFK VWDWH ORWWHULHV DQG //'$V

WDUJHW1 6PLWK DQG 9LOODPLO +4<<;, SURSRVH D PRGHO WKDW VXJJHVWV WKDW JRYHUQPHQWV ZRXOG

LVVXH ORWWHU\0OLQNHG ERQGV WR DFKLHYH DQ RSWLPDO VKDULQJ RI WKH EXUGHQ RI ODUJH EXGJHW

GHILFLWV LQ WKH IDFH RI SULYDWH LQIRUPDWLRQ DERXW DFFHVV WR DVVHWV1 7KH\ DUJXH WKDW WKHLU

DUJXPHQW LPSOLHV WKDW RQH VKRXOG QRW RIWHQ REVHUYH H[SOLFLW UDQGRPL]DWLRQ LQ SULYDWH

FRQWUDFWV1 +RZHYHU/ DV ZH VKRZ EHORZ/ //'$V DUH FRPPRQ IRUP RI SULYDWH FRQWUDFWV

ZLWK UDQGRPL]HG UHWXUQV1

//'$V KDYH DSSHDUHG LQ D QXPEHU RI FRXQWULHV DQG DOO RXU H[DPSOHV DUH IURP WKH

VHFRQG KDOI RI WKH 53WK FHQWXU\1 //'$V PD\ KDYH H[LVWHG HDUOLHU> ZH MXVW KDYH QRW

XQFRYHUHG DQ\ H[DPSOHV LQ WKH HFRQRPLFV OLWHUDWXUH1 %RWK SULYDWH DQG JRYHUQPHQW0RZQHG

LQVWLWXWLRQV KDYH RIIHUHG WKH DFFRXQWV1

-DSDQ=0LQDEH +4<:8, UHSRUWV WKDW WKH -DSDQHVH JRYHUQPHQW RIIHUHG //'$V DIWHU

:RUOG :DU ,,/ SUREDEO\ LQ LWV SRVWDO VDYLQJV V\VWHP WKRXJK KH GRHV QRW PDNH WKLV FOHDU1

//'$V LQLWLDOO\ UHSUHVHQWHG ;5( RI DOO WLPH GHSRVLWV DQG VWLOO UHSUHVHQWHG :8( LQ 4<951

,QWHUHVWLQJO\/0LQDEH +4<:8, UHSRUWV WKDW ZKHQ WKH 0LQLVWU\ RI )LQDQFH RULJLQDOO\

SURSRVHG //'$V/ WKH RSSRVLWLRQ FULWLFL]HG WKH LGHD1 7KH RSSRVLWLRQ DUJXHG WKDW //'$V
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ZRXOG LQFLWH ³WKH JDPEOLQJ VSLULW RI WKH SHRSOH DQG ZRXOG KDYH D SRRU HGXFDWLRQDO

HIIHFW1´ ,Q UHVSRQVH/ WKH 02) FRQVWUXFWHG WKH ORWWHU\ VR WKDW GHSRVLWRUV ZRXOG JHW DW OHDVW

6(2DQQXP> IXUWKHUPRUH/ LW HQVXUHG WKDW WKH ORWWHU\ ZRXOG KDYH DQ H[SHFWHG YDOXH RI

61:8(/ ZKLFK ZDV WKH VWDWXWRU\ PD[LPXP LQWHUHVW UDWH SD\DEOH RQ WLPH GHSRVLWV1 %\

4<:8/ KRZHYHU/ WKH SRSXODULW\ RI WKH DFFRXQWV KDG DSSDUHQWO\ GZLQGOHG DOPRVW WR QRWKLQJ

DQG WKH JRYHUQPHQW HQGHG WKH SURJUDP1

+RZHYHU/ LQ 1RYHPEHU 4<<7/ WKH -RQDQ 6KLQNLQ %DQN/ D VPDOO FRRSHUDWLYH EDQN LQ

7RN\R LQWURGXFHG ORWWHU\0OLQNHG 40\HDU WLPH GHSRVLWV GHVSLWH 0LQLVWU\ RI )LQDQFH +02),

GLVDSSURYDO1 7KH 02) ZDV XQDEOH WR EORFN WKH LQWURGXFWLRQ DV GHUHJXODWLRQ RI EDQNLQJ

KDG OLPLWHG LWV SRZHUV1 7KH 1DWLRQDO $VVRFLDWLRQ RI 6KLQNLQ %DQNV KDG HDUOLHU WKDW \HDU

IRUPXODWHG D UXOH DJDLQVW RIIHULQJ FDVK SUHPLXPV WR GHSRVLWRUV DQG LW FRQGHPQHG WKH

EDQN IRU GLVREH\LQJ WKH UXOHV1 +RZHYHU/ -RQDQ 6KLQNLQ DWWUDFWHG VRPH �HQ63 ELOOLRQ

+86'638 PLOOLRQ, LQWR WKH EDQN LQ D PDWWHU RI GD\V ++XOPH 4<<8,1 7KLUWHHQ RWKHU VKLQNLQ

EDQNV LPPHGLDWHO\ WRRN XS WKH LGHD1

*HUPDQ\= ,Q 4<85/ VDYLQJV EDQNV VWDUWHG WR RIIHU SUHPLHQVSDUHQ DFFRXQWV1 6LQFH

4<8< WKHVH KDYH EHHQ NQRZQ DV 36 6SDUHQ XQG *HZLQQHQ RU JHZLQQVSDUHQ DFFRXQWV

+)OHPPLQJ/0XOOHU DQG =�UQ 4<;5,1 ,Q WKHVH DFFRXQWV/ GHSRVLWRUV FDQ DOORFDWH DQ\ QHZ

LQIORZ LQWR WKH DFFRXQW EHWZHHQ VDYLQJV LQ WKH EDQN RIIHULQJ WKH DFFRXQW/ DQG SXUFKDVHV

RI ORWWHU\ WLFNHWV IURP WKH UHJLRQDO DVVRFLDWLRQ RI VDYLQJV EDQNV1 ,QIORZV FDQ WDNH WKH

IRUP RI D VWDQGLQJ RUGHU IRU D PRQWKO\ WUDQVIHU IURP D FKHFNLQJ DFFRXQW WR WKH

JHZLQQVSDUHQ DFFRXQW/ ZLWK WKH GHSRVLWRU GHVLJQDWLQJ KLV RU KHU DOORFDWLRQ1 'HSRVLWRUV

ZKR KDYH SDUWLFLSDWHG LQ HYHU\ PRQWKO\ ORWWHU\ IRU D \HDU TXDOLI\ IRU D ERQXV IUHH WLFNHW1

2GGV GLIIHU E\ UHJLRQ EHFDXVH SDUWLFLSDWLRQ GLIIHUV E\ UHJLRQ1 3UL]HV UDQJH EHWZHHQ
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'058/333 DQG '0433/3331:LQQLQJV DUH VXEMHFW WR WD[ DQG WKH UHJLRQDO DVVRFLDWLRQ

PXVW DOORFDWH D VHW DPRXQW RI WKH SUHPLXP LQFRPH WR FKDULWDEOH FDXVHV1

.UXPQRZ DQG *UDPOLFK +5333, UHSRUW WKDW JHZLQQVSDUHQ ZHUH RULJLQDOO\ PHDQW WR

VHUYH WR UHDQLPDWH VDYLQJV DFWLYLWLHV LQ D FRQWH[W ZKHUH *HUPDQ VDYHUV KDG ORVW PRVW RI

WKHLU VDYLQJV LQ EDQNV WZLFH ZLWKLQ 58 \HDUV1 ,W LV QRW FOHDU WKDW WKH DFFRXQWV KHOSHG WR

JHQHUDWH D VWHDG\ IORZ RI VDYLQJV/ DQG QRZ WKH\ DUH RQO\ D PDUNHWLQJ GHYLFH1

7XUNH\= &RVDU +4<<<, PHQWLRQV WKDW 'HPLUEDQN RIIHUHG //'$V LQ WKH 4<83V1

.HQ\D= 6LQFH 4<:; WKH .HQ\D 3RVW 2IILFH 6DYLQJV %DQN KDV RIIHUHG D 3UHPLXP

%RQG 6FKHPH EDVHG RQ EHDUHU ERQGV LQ GHQRPLQDWLRQV RI .VK 43 +86'3147, DQG .VK 531

$SSDUHQWO\ WKH VFKHPH PHW ZLWK JUHDW FXVWRPHU HQWKXVLDVP DQG WKH EDQN LV FRQVLGHULQJ

RIIHULQJ ERQGV ZLWK GHQRPLQDWLRQV RI .VK1 833 WR .VK 43/333 +:ULJKW 4<<<,1

,QGRQHVLD= ,Q 4<;9/ %DQN 5DN\DW ,QGRQHVLD +%5,, LQWURGXFHG WKH 6,03('(6

SURJUDP DV D ZD\ RI PRELOL]LQJ GHSRVLWV +0RUGXFK 4<<<,1 %5, LV D EDQN WKDW VSHFLDOL]HV

LQ PLFURILQDQFH OHQGLQJ WR ³EHWWHU RII´ SRRU DQG QRQ0SRRU KRXVHKROGV1:KLOH DSSDUHQWO\

TXLWH VXFFHVVIXO RQ WKH ORDQ VLGH/ WKH EDQN KDG OHVV VXFFHVV LQ JDUQHULQJ GHSRVLWV XQWLO LW

LQWURGXFHG WKH 6,03('(6 DFFRXQWV> WKHVH SHUPLW XQOLPLWHG ZLWKGUDZDOV DQG RIIHU D

ORWWHU\1 ,QWHUHVW UDWHV UDQJH IURP ]HUR WR 4158(2PR1 IRU ODUJH +RYHU 86'433 HTXLYDOHQW,

GHSRVLWV/ EXW HYHQ IRU ODUJH GHSRVLWV DUH EDUHO\ DERYH WKH UDWH RI LQIODWLRQ1 (YHQ VR/

EHWZHHQ 4<;; DQG 'HFHPEHU 4<<9/ WKH QXPEHU RI GHSRVLWRUV URVH IURP RYHU 7 PLOOLRQ

KRXVHKROGV WR RYHU 49 PLOOLRQ1 7KH DYHUDJH GHSRVLWRU DSSHDUV OHVV ZHOO RII WKDQ WKH

DYHUDJH ERUURZHU10RUGXFK +4<<<, UHSRUWV WKDW WKH DFFRXQWV JLYH %5, D UHODWLYHO\ FKHDS

VRXUFH RI IXQGV IRU LWV OHQGLQJ ZKLOH SHUPLWWLQJ KRXVHKROGV WR EXLOG XS WKHLU DVVHWV DQG

VPRRWK FRQVXPSWLRQ1
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6SDLQ=8QWLO WKH ODWH 4<;3V/ WKH EDQNLQJ VHFWRU LQ 6SDLQ ZDV D FR]\ FDUWHO1 6WDUWLQJ LQ

4<<3/ WKH FRPSHWLWLYH HQYLURQPHQW FKDQJHG1 %DQFR 6DQWDQGHU/ WKHQ 6SDLQ¶V VHFRQG

ODUJHVW EDQN/ VHW RII D ZDU IRU GHSRVLWV DPRQJ WKH ODUJH EDQNV E\ RIIHULQJ LQWHUHVW RQ

FXUUHQW DFFRXQWV1 +,W GLG VR LQ UHVSRQVH WR WKH LQLWLDWLYHV RI IRUHLJQ EDQNV¶ 6SDQLVK

VXEVLGLDULHV1, %%9/ LWV FKLHI ULYDO/ LQWURGXFHG LWV HO OLEUHWyQ/ DQ DFFRXQW WKDW RIIHUHG ORZHU

LQWHUHVW UDWHV WKDQ 6DQWDQGHU¶V VXSHUFXHQWD/ EXW ZKLFK HQUROOHG WKHLU RZQHUV LQ D SHULRGLF

ORWWHU\ ZLWK SUL]HV VXFK DV FDUV/ WULSV/ HQF\FORSHGLDV/ DQG FDVK1 6DQWDQGHU DQG RWKHU

6SDQLVK EDQNV WKHQ LQWURGXFHG WKHLU RZQ //'$V1 /DWHU/ ZKHQ WKH 6SDQLVK EDQNV HQWHUHG

UHWDLO EDQNLQJ LQ /DWLQ $PHULFD/ WKH\ EURXJKW WKH LGHD RI //'$V ZLWK WKHP1

0H[LFR= ,Q $XJXVW 4<<9/ %%9 3UREXUVD/ LQWURGXFHG WKH OLEUHWyQ/ D PRYH WKDW %DQFR

6DQWDQGHU 0p[LFR PDWFKHG1 %%9 3UREXUVD UHSRUWV WKDW LWV VKDUH RI 0H[LFDQ GHSRVLWV

JUHZ IURP 518( LQ 4<<9 WR ;( LQ 4<<:/ GXH ERWK WR WKH //'$V DQG RWKHU FRPSHWLWLYH

PRYHV1 /RFDOO\0RZQHG EDQNV VXFK DV %DQFR 1DFLRQDO GH 0H[LFR/ ,QYHUODW/ DQG SHUKDSV

RWKHUV DOVR KDYH VLQFH RIIHUHG //'$V1

$UJHQWLQD= %DQFR 5tR/ %DQFR 6DQWDQGHU¶V VXEVLGLDU\/ LQWURGXFHG WKH DFFRXQWV RQ D

0RQGD\ LQ 'HFHPEHU 4<<:> %%9 %DQFR )UDQFpV/ IROORZHG WKDW )ULGD\1 %RWK %DQFR 5tR

DQG %%9 %DQFR )UDQFpV UHSRUW VKDUS LQFUHDVHV RI DERXW 53( LQ WKHLU GHSRVLW DQG

FXVWRPHU EDVH ZLWKLQ VL[ PRQWKV RI WKH LQWURGXFWLRQ RI WKHVH SURGXFWV1 %DQFR )UDQFpV

UHSRUWV WKDW WKH DFFRXQWV UDLVHG WKH EDQN¶V PDUNHW VKDUH RI $UJHQWLQH GHSRVLWV IURP :( WR

43( ZLWKLQ 6 PRQWKV1:KHQ WKH 6SDQLVK EDQNV LQWURGXFHG WKH DFFRXQWV WKH ORFDO EDQNV

GLVDSSURYHG1 $V RI PLG04<<;/ WKH ORFDO EDQNV KDG QRW LQWURGXFHG VLPLODU DFFRXQWV

DOWKRXJK VRPH ORFDO H[HFXWLYHV UHSRUW WKDW WKH\ FRQVLGHUHG GRLQJ VR1 6WLOO/ WKH ODFN RI

UHVSRQVH PD\ KDYH UHSUHVHQWHG QRWKLQJ PRUH WKDQ D UHDFWLRQ ODJ1
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3DNLVWDQ= ,Q 0D\ 4<<;/ 3DNLVWDQ DQG ,QGLD FRQGXFWHG QXFOHDU WHVWV1 7KH 86

UHVSRQGHG E\ LPSRVLQJ VDQFWLRQV RQ ERWK FRXQWULHV1 7KH JRYHUQPHQW RI 3DNLVWDQ/

FRQFHUQHG DERXW SRVVLEOH EDODQFH0RI0SD\PHQWV FRQVHTXHQFHV/ IUR]H IRUHLJQ FXUUHQF\

DFFRXQWV DQG DOORZHG ZLWKGUDZDOV RQO\ LQ UXSHHV1 7KH UHVXOW ZDV D KXJH OLTXLGLW\ FUXQFK

DV GHSRVLWRUV ZLWKGUHZ WKHLU IXQGV1 7KH EDQNV ZDUQHG WKH JRYHUQPHQW WKDW LI WKH\ FRXOG

QRW XVH LQQRYDWLYH VFKHPHV WKHQ WKH EDQNV ZRXOG QRW KDYH WKH IXQGV WR OHQG WR WKH

JRYHUQPHQW/ OHW DORQH LQGXVWU\1 7KH JRYHUQPHQW DXWKRUL]HG WKH RIIHULQJ RI //'$V LQ -XO\

RI 4<<;1

+DELE %DQN/ JRYHUQPHQW0RZQHG DQG WKH ODUJHVW EDQN LQ 3DNLVWDQ/ ODXQFKHG LWV FURUH0

SDWWL +PXOWL0PLOOLRQDLUH, LQ ZKLFK WKH JUDQG SUL]H LV 543 PLOOLRQ +DSSUR[1 86'54:/333>

DERXW 463; DYHUDJH SHU FDSLWD *'3 RI 86'41:. DW 4<<;2<< 333,10XVOLP &RPPHUFLDO

%DQN/ WKH IRXUWK ODUJHVW EDQN/ ODXQFKHG LWV PDDOD0PDDO DFFRXQW1 $W %DQNHUV (TXLW\ WHUP

GHSRVLWV RI 6/ 9 DQG 45 PRQWKV FDUU\ LQWHUHVW UDWHV RI DV PXFK DV 43( SHU DQQXP +IRU WKH

450PRQWK GHSRVLW, SOXV WKH\ TXDOLI\ WKH GHSRVLWRU IRU SDUWLFLSDWLRQ LQ D PRQWKO\ SUL]H

GUDZLQJ1 8QLWHG %DQN/ DOVR JRYHUQPHQW0RZQHG DQG +DELE %DQN¶V PDLQ ULYDO/ RIIHUV

GHSRVLWRUV ZKR PDLQWDLQ D PLQLPXP GHSRVLW WKURXJKRXW WKH PRQWK D FKDQFH DW D SUL]H RI

D QHZ FDU1 ,W UHSRUWHGO\ JDLQHG QHDUO\ 5V1 418 ELOOLRQ LQ GHSRVLWV ZLWKLQ WZR PRQWKV1 2WKHU

EDQNV RIIHU FDVK/ PRWRUF\FOHV/ WHOHYLVLRQV/ FRPSXWHUV DQG HOHFWURQLF JDGJHWV1

7KH EDQNV DGYHUWLVHG WKH QHZ DFFRXQWV/ ZKLFK SURYHG WR EH DQ LQVWDQW VXFFHVV1 +DELE

%DQN UHSRUWV WKDW WKH DFFRXQWV EURXJKW LQ VRPH 543EQ +86'54:PQ, LQ GHSRVLWV EHWZHHQ

-XO\ DQG -DQXDU\ 4<<<1 7KH PXFK VPDOOHU EDQN/ %DQNHUV (TXLW\/ UHSRUWV WKDW LWV ORWWHU\0

OLQNHG GHSRVLW VFKHPH GUHZ 54EQ LQ QHZ DFFRXQWV1



55

,Q 0D\ 4<<</ WKH &RXQFLO RQ ,VODPLF ,GHRORJ\/ WKH KLJKHVW ,VODPLF FRXQFLO LQ

3DNLVWDQ/ UXOHG WKDW EDQN ORWWHU\ VFKHPHV ZHUH XQ0,VODPLF1 7KH 3DNLVWDQL JRYHUQPHQW

DQQRXQFHG WKDW LW ZRXOG QRW FKDOOHQJH WKH UXOLQJ1 2Q 56 'HFHPEHU 4<<</ 3DNLVWDQ¶V

6XSUHPH &RXUW XSKHOG D 4<<4 UXOLQJ E\ WKH )HGHUDO 6KDULDW +,VODPLF /DZ, &RXUW DQG

RUGHUHG WKH *RYHUQPHQW WR SDVV WKH QHFHVVDU\ ODZV WR SKDVH LQ DQ LQWHUHVW0IUHH EDQNLQJ

DQG ILQDQFLDO V\VWHP E\ WKH \HDU 53341

7KH JURXQGV IRU GHFODULQJ WKH DFFRXQWV XQ0,VODPLF ZHUH WKDW WKH SUL]HV DUH GH IDFWR

LQWHUHVW10DQ\ LI QRW DOO LQWHUSUHWDWLRQV RI WKH .RUDQ GR QRW GLVWLQJXLVK EHWZHHQ LQWHUHVW

DQG XVXU\> KHQFH WKH\ WDNH WKH SURKLELWLRQ RQ XVXU\ DV IRUELGGLQJ LQWHUHVW +$JJDUZDO DQG

<RXVHI 5333,1 7KH FRXUWV FRXOG KDYH FRQGHPQHG WKH DFFRXQWV RQ WKH JURXQGV WKDW WKH

.RUDQ DOVR SURKLELWV JDPEOLQJ RU VSHFXODWLRQ EXW GLGQ¶W1

7KH 6WDWH %DQN RI 3DNLVWDQ KDV QRZ RUGHUHG WKH EDQNV WR VWRS RIIHULQJ WKH SURGXFWV

ZLWKLQ 3DNLVWDQ EXW SHUPLWV WKHP WR RIIHU WKHP WR QRQ0UHVLGHQWV UHPLWWLQJ IXQGV WR

3DNLVWDQ1 +RZHYHU/ WKH PDMRU VRXUFHV RI UHPLWWDQFHV DUH 3DNLVWDQL UHVLGHQWV RI 6DXGL

$UDELD/ WKH 8$( DQG WKH 8.1 7KH 3DNLVWDQL EDQNV KDYH QR RIILFHV LQ 6DXGL $UDELD DQG

EDQNV DUH SURKLELWHG IURP DGYHUWLVLQJ VXFK VFKHPHV LQ WKH 8. LQ FRPSHWLWLRQ ZLWK WKH

8.¶V SUHPLXP ERQG VFKHPH> DV D UHVXOW/ WKH EDQNV DSSDUHQWO\ DUH VWRSSLQJ DOWRJHWKHU1
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7DEOH 4= /RWWHU\0/LQNHG 'HSRVLW $FFRXQWV +//'$V, DW %DQFR %LOEDR 9L]FD\D¶V +%%9,
VXEVLGLDULHV LQ /DWLQ $PHULFD

&RXQWU\ /DXQFK GDWH
1R1 RI DFFRXQWV
+WKRXVDQGV,

7RWDO YROXPH
+86' PLOOLRQV,

9RO12$FFW1
+86',

0H[LFR $XJ <9 7;8 4:; 69:
&RORPELD -XO <: 795 538 776
9HQH]XHOD 0D\ <: 9<: 975 <54
$UJHQWLQD 'HF <: :; 565 5/<7<
1RWH= 7KH 7DEOH VKRZV WKH ODXQFK GDWH RI %%9¶V //'$VLQ VHYHUDO FRXQWULHV ZKHUH WKH
EDQN KDV LQWURGXFHG WKHP/ WRJHWKHU ZLWK WKH WRWDO QXPEHU RI DFFRXQWV/ WKH WRWDO DPRXQW RI
GHSRVLWV WKDW WKH DFFRXQWV KDYH JDUQHUHG/ DQG WKH DYHUDJH YDOXH SHU DFFRXQW1
6RXUFH= %%9 LQWHUQDO GRFXPHQW GDWHG )HE1 4<<;
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7DEOH 5= 'HWDLOV RI WKH /RWWHU\0/LQNHG 'HSRVLW $FFRXQWV +//'$V, RIIHUHG E\ WKH
$UJHQWLQH VXEVLGLDULHV RI WZR 6SDQLVK EDQNV

%6&+ %DQFR 5tR %%9 %DQFR )UDQFpV
$QQXDO LQWHUHVW 0 //'$ 4( 4(
'DLO\ SUL]H4 '53/333 1HZ FDU5
0RQWKO\ SUL]H '555/333 '583/333
7RWDO SUL]HV IRU PRQWK RI 55 EXVLQHVV
GD\V6 '995/333 ';33/333
6L]H RI D GHSRVLW SHU ORWWHU\ ³WLFNHW´1 '533 '583
$YHUDJH GDLO\ QXPEHU RI FKDQFHV 6/333/333 1$
$YHUDJH GDLO\ DPRXQW LQ WKH //'$V '993/333/333 1$
(IIHFWLYH PRQWKO\ +DQQXDO, LQWHUHVW FRVW RI
WKH SUL]HV 314( +415(, 3146( +419(,
%DQN¶V WRWDO FRVW +LQWHUHVW . SUL]H, RI DQ
//'$ SHU DQQXP 515( 519(
'HSRVLWRU¶V WRWDO UHWXUQ +LQWHUHVW . SUL]H,
RQ DQ //'$ SHU DQQXP 516( 51;(
'HSRVLWRU¶V UHWXUQ RQ D UHJXODU VDYLQJV
DFFRXQW SHU DQQXP 5( 418(
1RWHV= 7KH 7DEOH GLVSOD\V WKH WHUPV RIIHUHG E\ WKH WZR EDQNV RQ WKHLU //'$V DQG RQ
WKHLU UHJXODU VDYLQJV DFFRXQWV1 &RPSDULQJ WKH H[SHFWHG YDOXH RI '4 LQ DQ //'$ ZLWK WKH
\LHOG RQ D UHJXODU VDYLQJV DFFRXQW LQGLFDWHV WKDW //'$V GR QRW SURYLGH DQ LQWHUHVW FRVW
VDYLQJV WR WKH EDQNV WKDW RIIHU WKHP1
4, SHU EXVLQHVV GD\ +L1H1/07:7),1 5,0DUNHW YDOXH '58/3331 6, 7KH SUL]HV DOVR LQFOXGH D
QXPEHU RI RWKHU PRQWKO\ SUL]HV LQ WKH IRUP RI FRQVXPHU JRRGV ZLWK D SHU LWHP YDOXH RI
'833043331:H GR QRW LQFOXGH WKHVH SUL]HV LQ RXU FDOFXODWLRQV1
6RXUFHV= %6&+ %DQFR 5tR DQG %%9 %DQFR )UDQFpV


