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7KH PHHWLQJ RSHQHG ZLWK D GLQQHU RQ WKH HYHQLQJ RI WKH 46WK1 $OFLUD .UHLPHU/ 0DQDJHU
RI WKH :RUOG %DQN*V 'LVDVWHU 0DQDJHPHQW )DFLOLW\/ SURYLGHG WKH GLQQHU SUHVHQWDWLRQ GHVFULELQJ
FXUUHQW LQWHUQDWLRQDO HIIRUWV WR LPSURYH JOREDO QDWXUDO GLVDVWHU ULVN PDQDJHPHQW1 7KHUH DUH VWURQJ
OLQNV EHWZHHQ SRYHUW\ DQG YXOQHUDELOLW\ WR QDWXUDO GLVDVWHUV1 &XUUHQWO\/ WKH PDMRULW\ RI GLVDVWHU
UHODWHG OHQGLQJ JRHV WR UHFRYHU\ UDWKHU WKDQ SUHYHQWLRQ ZKLFK/ DFFRUGLQJ WR 0V1 .UHLPHU/ LV QRW D
ILQDQFLDOO\ VWDEOH SROLF\ RYHU WKH ORQJ WHUP1 $V VXFK/ WKH %DQN LV WDNLQJ WKH SRVLWLRQ WKDW GLVDVWHU
ULVN UHGXFWLRQ PXVW EH PDGH DQ LQWHJUDO SDUW RI VXVWDLQDEOH GHYHORSPHQW1 7R WKLV HQG WKH :RUOG
%DQN LV ODXQFKLQJ D FRQVRUWLXP LQWHQGHG WR PRELOL]H JOREDO UHVRXUFHV WR HQKDQFH WKH GHYHORSLQJ
ZRUOG*V FDSDFLW\ WR UHGXFH WKH LPSDFW RI QDWXUDO GLVDVWHUV DQG PRUH HIIHFWLYHO\ PDQDJH GLVDVWHU
ULVN1

7KH IRUPDO PHHWLQJ RQ WKH 47WK EHJDQ ZLWK WKH ZHOFRPLQJ RI D QHZ UHVHDUFK VSRQVRU WR
WKH JURXS1 +LURDNL 7VXERNDZD RI WKH 3URSHUW\ DQG &DVXDOW\ ,QVXUDQFH 5DWLQJ 2UJDQL]DWLRQ RI
-DSDQ EULHIO\ RXWOLQHG WKH UROH RI KLV RUJDQL]DWLRQ DQG WKH FULWLFDO LPSRUWDQFH RI PDQDJLQJ
FDWDVWURSKH ULVNV ERWK IRU WKH -DSDQHVH LQVXUDQFH LQGXVWU\ DQG WKH QDWLRQ DV D ZKROH1

1H[W/ DQ RXWOLQH RI D SRVVLEOH :RUOG %DQN 0 :KDUWRQ FRQIHUHQFH ZDV GLVFXVVHG1
3DUWQHULQJ ZLWK WKH :RUOG %DQN IRU VXFK DQ HYHQW RIIHUV WKH RSSRUWXQLW\ WR LQFRUSRUDWH D JOREDO
SHUVSHFWLYH WR WKH UHVHDUFK LQLWLDWLYHV DW :KDUWRQ DQG EURDGHQV WKH LPSDFW RI RXU ILQGLQJV IURP
WKH 86 WR WKH HPHUJLQJ HFRQRPLHV1

7KH PRUQLQJ*V UHVHDUFK GLVFXVVLRQV EHJDQ ZLWK D SUHVHQWDWLRQ RI WKH ZRUN EHLQJ GRQH RQ
XQFHUWDLQW\ IDFWRUV ZLWK RXU SDUWQHUV IURP WKH &$7 PRGHOLQJ FRPPXQLW\1 7KH SUHVHQWDWLRQ
EDVHG RQ D FRPELQHG DQDO\VLV RI WKH &KDUOHVWRQ/ 6& UHJLRQ ZDV IROORZHG E\ FRPPHQWV IURP D
PHPEHU RI WKH 7HFKQLFDO $GYLVRU\ &RPPLWWHH1

$ GLVFXVVLRQ RI D QHZ LQLWLDWLYH RQ WKH VWUXFWXUH RI WKH &$7 LQVXUDQFH PDUNHWV IROORZHG1
7KLV PXOWL0IDFHWHG SURMHFW LV H[DPLQLQJ VXSSO\ DQG GHPDQG FKDUDFWHULVWLFV IRU &$7 FRYHUDJH DQG
ZLOO DOVR DVVHVV WKH LQSDFW RI UHJXODWLRQ RQ FDWDVWURKSKH LQVXUDQFH PDUNHWV1

7KH DIWHUQRRQ VHVVLRQV IRFXVHG RQ ILQDQFLQJ LVVXHV UHODWHG WR WKH &$7 PDUNHWV1 7KH ILUVW
VHVVLRQ GHDOW ZLWK D UHYLHZ RI D SDSHU SUHSDUHG E\ WKH $PHULFDQ $FDGHP\ RI $FWXDULHV RQ LQGH[0
EDVHG LQVXUDQFH GHULYDWLYHV1 7KLV ZDV IROORZHG E\ D SUHVHQWDWLRQ E\ FROOHDJXHV IURP *ROGPDQ
6DFKV ) &R1 RQ WKH FXUUHQW VWDWH RI &$7 VHFXULWL]DWLRQ PDUNHWV1 7KH JOREDOL]DWLRQ DQG
FRQVROLGDWLRQ RI WKH UH0LQVXUDQFH PDUNHWV VHUYHG DV WKH ILQDO DIWHUQRRQ UHVHDUFK GLVFXVVLRQ1

7KH PHHWLQJ FORVHG ZLWK D PRGHUDWHG GLVFXVVLRQ RI WKH SURJUDP*V UHVHDUFK DJHQGD IRU WKH
FRPLQJ \HDU1

:KDW IROORZV LV D %VQDSVKRW% VXPPDU\ RI WKH GD\*V GLVFXVVLRQV/ KLJKOLJKWLQJ NH\ HOHPHQWV
RI WKH SUHVHQWDWLRQV1

6QDSVKRW ¤ 'HFHPEHU ìäää:KDUWRQ
0DQDJLQJ &DWDVWURSKLF 5LVNV= $ 5HVHDUFK 3URJUDP DQG ,QGXVWU\ )RUXP
:KDUWRQ 5LVN 0DQDJHPHQW DQG 'HFLVLRQ 3URFHVVHV &HQWHU
:KDUWRQ )LQDQFLDO ,QVWLWXWLRQV &HQWHU
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5ROHV DQG 7HQWDWLYH 6WUXFWXUH IRU D
3RVVLEOH ,PSDFW &RQIHUHQFH WR EH +HOG
LQ &RQMXQFWLRQ ZLWK WKH :RUOG %DQN
LQ )DOO 5333
+RZDUG .XQUHXWKHU/ 3URIHVVRU RI 'HFLVLRQ
6FLHQFHV DQG 3XEOLF 3ROLF\/:KDUWRQ 6FKRRO
7KH SURSRVHG FRQIHUHQFH VFKHGXOH ZRXOG
HQFRPSDVV IRXU WRSLF DUHDV=
x 7KH UROH RI WHFKQRORJ\ DQG PRGHOLQJ LQ
TXDQWLI\LQJ WKH ULVNV DVVRFLDWHG ZLWK
QDWXUDO KD]DUGV1

x 7KH SRWHQWLDO IRU QHZ ILQDQFLDO
LQVWUXPHQWV WR VXSSOHPHQW WUDGLWLRQDO
LQVXUDQFH DQG UHLQVXUDQFH FRYHUDJH1

x 7KH SRWHQWLDO IRU SXEOLF0SULYDWH
SDUWQHUVKLSV LQ GHYHORSLQJ DGGLWLRQDO
OD\HUV RI ILQDQFLDO SURWHFWLRQ1

x 7KH UROH RI PLWLJDWLRQ LQ HIILFLHQW KD]DUG
PDQDJHPHQW VWUDWHJLHV1

x
6XJJHVWHG QRQ0:KDUWRQ SDUWLFLSDQWV IRU WKLV
FRQIHUHQFH ZRXOG LQFOXGH=
x 6SRQVRUV RI WKH0DQDJLQJ &DWDVWURSKLF
5LVNV SURJUDP DQG RWKHU VHOHFWHG
LQGXVWU\ H[HFXWLYHV

x 0HPEHU*V RI WKH :RUOG %DQN*V 1DWXUDO
'LVDVWHU &RQVRUWLXP1

x 6FLHQWLILF/ DQG SULYDWH DQG SXEOLF VHFWRU
H[SHUWV RQ KD]DUGV LQ WKH 86 DQG
HPHUJLQJ QDWLRQV1

5HDFWLRQ IURP WKH JURXS ZDV IDYRUDEOH1
,W ZDV HPSKDVL]HG/ KRZHYHU/ WKDW WKH ILUVW
VWHS ZRXOG EH WR FOHDUO\ LGHQWLI\ WKH WDUJHW
DXGLHQFH IRU VXFK D IRUXP1 $GGLWLRQDO
VXJJHVWLRQV LQFOXGHG= H[SDQGLQJ WKH UROH RI
LQVXUDQFH LQ WKH SURSRVHG DJHQGD/ DQG
DGGLQJ WKH UROH WKDW ILQDQFLDO LQVWLWXWLRQV
SOD\ LQ KD]DUG PDQDJHPHQW LQ UHTXLULQJ
FROODWHUDO SURWHFWLRQ1 ,W ZDV DJUHHG WKDW
WKHVH DQG RWKHU LVVXHV ZLOO EH DGGUHVVHG LQ
IXWXUH GLVFXVVLRQV ZLWK $OFLUD .UHLPHU DQG
KHU FROOHDJXHV DW WKH :RUOG %DQN1 ,Q WKH

PHDQWLPH/ VSRQVRUV ZKHUH HQFRXUDJHG WR
SURYLGH +RZDUG .XQUHXWKHU RU 3HWHU %XUQV
ZLWK IXUWKHU VXJJHVWLRQV DQG
UHFRPPHQGDWLRQV IRU WRSLFV DQG VSHDNHUV1

8QFHUWDLQW\ LQ 0RGHOLQJ
&DWDVWURSKLF 5LVNV= 7KH &KDUOHVWRQ
6WXG\
+RZDUG .XQUHXWKHU/ 3URIHVVRU RI 'HFLVLRQ 6FLHQFHV

DQG 3XEOLF 3ROLF\/:KDUWRQ 6FKRRO
3DWULFLD *URVVL/ 3K1'1 &DQGLGDWH/ 6FKRRO RI

(QJLQHHULQJ DQG $SSOLHG 6FLHQFH/ 81 RI 31
5REHUW :KLWPDQ/ (PHULWXV 3URIHVVRU RI

(QJLQHHULQJ/0,7
+RZDUG .XQUHXWKHU EHJDQ E\

GHVFULELQJ WKLV XQLTXH HIIRUW WR DQDO\]H ULVN
HVWLPDWHV IURP D VHULHV RI &$7 PRGHOV1
3DWULFLD *URVVL WKHQ SUHVHQWHG UHVXOWV RI WKH
SUREDELOLVWLF VHLVPLF KD]DUG DQDO\VLV RI WKH
&KDUOHVWRQ/ 6RXWK &DUROLQD UHJLRQ/ MRLQWO\
XQGHUWDNHQ E\ $SSOLHG ,QVXUDQFH 5HVHDUFK/
(4( ,QWHUQDWLRQDO/ 5LVN 0DQDJHPHQW
6ROXWLRQV ,QF1/ DQG :KDUWRQ1 5REHUW
:KLWPDQ/ D PHPEHU RI WKH SURMHFW*V
7HFKQLFDO $GYLVRU\ &RPPLWWHH/ FRPPHQWHG
DIWHUZDUGV RQ WKH WHFKQLFDO PHULWV RI WKLV
DQDO\VLV1

7KH ILUVW JRDO RI WKLV SURMHFW ZDV WR
GLVFRYHU WKH UDQJH RI GLIIHUHQFH EHWZHHQ
UHVXOWV JHQHUDWHG E\ HDFK RI WKH WKUHH ILUPV¶
VRIWZDUH SDFNDJHV1:KLOH WKH H[FHHGDQFH
SUREDELOLW\ +(3, FXUYHV JHQHUDWHG ZHUH
GLVVLPLODU DFURVV WKH WKUHH ILUPV/ WKLV ZDV WR
EH H[SHFWHG JLYHQ WKH GHJUHH RI XQFHUWDLQW\
LQ EDVLF PRGHO LQSXWV IRU WKH &KDUOHVWRQ
UHJLRQ1 ,PSRUWDQWO\/ WKH DQDO\VLV GHWHUPLQHV
WKH UDQJH LQ ZKLFK ORVVHV ZLOO PRVW OLNHO\
IDOO1

3DUWQHULQJ ZLWK WKH :RUOG %DQN RQ WKH
SURSRVHG )DOO 5333 FRQIHUHQFH RIIHUV WKH
RSSRUWXQLW\ WR DGG D JOREDO SHUVSHFWLYH WR
WKH SURMHFW*V UHVHDUFK IRFXV1



'HFHPEHU 4<<<

0DQDJLQJ
&DWDVWURSKLF
5LVNV 3URMHFW

7KH :KDUWRQ 6FKRRO
8QLYHUVLW\ RI 3HQQV\OYDQLD

7KH VHFRQG JRDO ZDV WR JHQHUDWH (3
FXUYHV XVLQJ WKH SXEOLF GRPDLQ VRIWZDUH/
+$=861 %HFDXVH +$=86 LV D SXEOLF
GRPDLQ SDFNDJH/ VHQVLWLYLW\ DQDO\VLV PD\ EH
XQGHUWDNHQ E\ DQ\RQH WR WHVW WKH
DVVXPSWLRQV LQKHUHQW LQ WKH VHLVPLF KD]DUG
DQDO\VLV> L1H1 KD]DUG FKDUDFWHULVWLFV
+PDJQLWXGH/ GXUDWLRQ/ DWWHQXDWLRQ, DQG
GDWDEDVH FRQWHQWV +VRLO IDFWRUV/ VWUXFWXUH
RFFXSDQF\ PDSSLQJ,1
$IWHU RXWOLQLQJ WKH FKDUDFWHULVWLFV RI WKH

&KDUOHVWRQ UHJLRQ DQG WKH FRPPRQ
DVVXPSWLRQV RI WKH PRGHOHUV/ *URVVL
GHVFULEHG WKH %FRPSRVLWH% H[FHHGHQFH
SUREDELOLW\ FXUYHV GHYHORSHG IURP WKH WKUHH
SURSULHWDU\ VRIWZDUH SDFNDJHV ZKLFK
LQFOXGHV D PHDQ HVWLPDWH DV ZHOO DV DQ
HQYHORSH RI WKH 8( DQG <8( (3 FXUYHV
EDVHG RQ WKH WKUHH PRGHOLQJ ILUPV (3
FXUYHV1 6KH ZHQW RQ WR GHVFULEH WKH GHWDLOV
RI WKH +$=86 VHQVLWLYLW\ UHVXOWV1 7KH
VXPPDU\ RI UHVXOWV LQFOXGHG=
x &RQGXFWLQJ DQ\ VHLVPLF KD]DUG DQDO\VLV
LQ WKH HDVWHUQ 86 LV D YHU\ XQFHUWDLQ
SURFHVV1

x 7KH +$=86 VHQVLWLYLW\ DQDO\VLV VKRZV
WKDW ERWK KD]DUG DQG GDWDEDVH +VRLO DQG
SURSHUW\, DVVXPSWLRQV DUH LQIOXHQWLDO LQ
HVWLPDWLQJ WKH H[SHFWHG ORVVHV1

x $ VFHQDULR0EDVHG VHQVLWLYLW\ VWXG\ RI D
%FKDUDFWHULVWLF TXDNH% FHQWHUHG QHDU
GRZQWRZQ &KDUOHVWRQ VKRZHG WKDW WKH
UDQN RUGHU RU SDUDPHWHU LPSRUWDQFH LQ
FDOFXODWLQJ H[SHFWHG ORVV LV=
41 (YHQW PDJQLWXGH
51 6RLO DPSOLILFDWLRQ IDFWRUV
61 $WWHQXDWLRQ UHODWLRQVKLS
71 ([SRVXUH LQYHQWRU\ GDWDEDVH
81 (DUWKTXDNH GXUDWLRQ1

,Q KLV FRPPHQWV/:KLWPDQ QRWHG WKDW WKLV LV
WKH ILUVW WLPH WKDW ULJRURXV DVVHVVPHQW RI MXVW
KRZ JRRG WKH PRGHOV DUH KDG EHHQ

GHYHORSHG1 ,Q KLV RSLQLRQ/ %WKH VFLHQFH LV
JRRG%1 +RZHYHU KH ZHQW RQ WR VD\ WKDW VRLO0
GDWD RI DSSURSULDWH GHWDLO DQG H[DFWQHVV
UHPDLQV D OLPLWLQJ IDFWRU1

,Q WKH JURXS GLVFXVVLRQ LW ZDV
SRLQWHG RXW WKDW TXDNH IUHTXHQF\2PDJQLWXGH
UHODWLRQVKLSV ZLOO EH LPSRUWDQW IDFWRUV LQ
ORVV HVWLPDWLRQ DQG WKDW WKH V\PPHWULF
JURXQG PRWLRQ DVVXPSWLRQV LQ WKH PRGHOV
FRPSULVHG D PDMRU VRXUFH RI XQFHUWDLQW\ WKDW
ZDV %SDVVHG WKURXJK% WR WKH LQVXUHUV1

7KH VHVVLRQ FRQFOXGHG ZLWK D
GLVFXVVLRQ RQ WKH GLIIHUHQW ZD\V WKDW WKH
UHLQVXUDQFH DQG FDSLWDO PDUNHWV ZLOO SULFH
WKLV XQFHUWDLQW\1 &RQWUDFW UHQHZDO SUDFWLFHV
LQ WKH UHLQVXUDQFH PDUNHWV SURYLGH WKH
RSSRUWXQLW\ WR UH0SULFH WKH HIIHFWV RI
XQFHUWDLQW\/ DQ RSWLRQ XQDYDLODEOH LQ WKH
FDSLWDO PDUNHWV1

5REHUW :KLWPDQ/ D PHPEHU RI WKH
SURMHFWV* 7HFKQLFDO $GYLVRU\
&RPPLWWHH/ QRWHG WKDW WKLV LV WKH
ILUVW WLPH WKDW D YLJRURXV
DVVHVVPHQW RI MXVW KRZ JRRG WKH
PRGHOV DUH KDG EHHQ GHYHORSHG1
,Q KLV YLHZ/ %WKH VFLHQFH LV JRRG%1
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7KH '\QDPLFV RI WKH &$7 ,QVXUDQFH
0DUNHW= $ 6WXG\ RI 6XSSO\ DQG 'HPDQG1
3DXO .OHLQGRUIHU/ 3URIHVVRU RI 'HFLVLRQ 6FLHQFHV

DQG (FRQRPLFV/:KDUWRQ
6WHYHQ 1LYLQ/ 6HQLRU $QDO\VW/ 86$$
0DUWLQ *UDFH/ 3URIHVVRU RI 5LVN 0DQDJHPHQW/

*HRUJLD 6WDWH 8QLYHUVLW\
5REHUW .OHLQ $VVRFLDWH 3URIHVVRU RI 5LVN

0DQDJHPHQW/ *HRUJLD 6WDWH 8QLYHUVLW\
-DPHV $PHQW/ 9LFH 3UHVLGHQW/ 6WDWH )DUP )LUH DQG

&DVXDOW\ &RPSDQ\
7KLV VHVVLRQ LQFOXGHG LQWURGXFWLRQV

WR WKH VXSSO\/ GHPDQG/ DQG UHJXODWRU\
DQDO\VLV VWXGLHV EHLQJ XQGHUWDNHQ/ IROORZHG
E\ FRPPHQWV IURP LQGXVWU\ SDUWQHUV1 7KH
FRQWULEXWLRQV RI 0LFKDHO 0XUUD\ RI
,QVXUDQFH 6HUYLFHV 2IILFH ,QFRUSRUDWHG/ DQG
3K1'1 FDQGLGDWH .LZDQ /HH/ WR WKHVH SURMHFWV
ZHUH DFNQRZOHGJHG1

7KLV PXOWL0IDFHWHG UHVHDUFK LQLWLDWLYH
LV LQWHQGHG WR DGGUHVV WKUHH IXQGDPHQWDO
TXHVWLRQV=
41 :KDW LV WKH VWUXFWXUH DQG SHUIRUPDQFH RI
WKH FDWDVWURSKH LQVXUDQFH PDUNHW"

51:KDW LV WKH QDWXUH DQG LPSDFW RI
UHJXODWLRQ LQ WKLV PDUNHW DV LW DIIHFWV SULFLQJ
DQG ULVN FRYHUDJH1
61:KDW LV WKH FXUUHQW VWDWH RI WKH PDUNHW DQG
ZKDW DUH SRVVLEOH IXWXUH VXVWDLQDEOH VWDWHV
XQGHU GLIIHUHQW VFHQDULRV"

)LUVW/ WKH
UHVHDUFKHUV VKDUHG
LQLWLDO HPSLULFDO
ILQGLQJV/ EDVHG RQ WKHLU
DQDO\VLV RI PXOWL0SHULO
KRPHRZQHU*V SROLFLHV
LQ )ORULGD DQG 1HZ
<RUN1 6HFRQG/ WKH\
HQJDJHG WKH JURXS LQ GLVFXVVLRQ RI ZKDW
VKRXOG SURSHUO\ PRWLYDWH IXWXUH ZRUN1 ,Q
SDUWLFXODU/ WKH\ UHTXHVWHG FRPPHQW RQ WKH
DSSURSULDWH DUHDV IRU IRFXV IURP WKH
SHUVSHFWLYH RI WKH LQGXVWU\ DQG RWKHU
VWDNHKROGHUV1

$IWHU GHVFULELQJ WKH GHWDLOHG ,62
GDWDEDVH EHLQJ XVHG/ WKH PDMRU SRLQW RI DOO

WKUHH SUHVHQWDWLRQV ZDV WR HPSKDVL]H WKH
HVVHQWLDO UROH WKDW DFFXUDWH SULFLQJ SOD\V LQ
HYHU\ IDFHW RI WKH SURMHFW1 $FFXUDWH
XQGHUVWDQGLQJ RI SULFLQJ LV UHTXLUHG IRU
FRUUHFW PRGHO EXLOGLQJ/ EXW LPSRUWDQWO\/
SULFLQJ DOVR SURYLGHV VLJQDOV WR FRQVXPHUV
ZLWK UHVSHFW WR WKHLU GHFLVLRQV RQ ORFDWLRQ
DQG PLWLJDWLRQ1 3ULFLQJ VLPLODUO\ GHILQHV
UHYHQXHV WR SULPDU\ LQVXUHUV DQG WKH PHDQV
WR VXSSRUW HIILFLHQW ULVN SRROLQJ DQG WUDQVIHU
WKURXJK UHLQVXUDQFH DQG FDSLWDO PDUNHW
LQVWUXPHQWV1 7KXV/ WKH SUHFLVLRQ DQG
DGHTXDF\ RI UDWHV IRU FDWDVWRSKH LQVXUDQFH
FDQ EH H[SHFWHG WR EH D GHWHUPLQLQJ IDFWRU RI
HIILFLHQF\ DQG YLDELOLW\ RI LQVXUDQFH LQ WKHVH
PDUNHWV1

7KH LQLWLDO UHVXOWV IRFXVHG RQ
H[SODLQLQJ REVHUYHG YDULDELOLW\ LQ WKH
SUHPLXP VWUXFWXUHV DQG SULFLQJ RI PXOWL0
SHULO KRPHRZQHUV SROLFLHV LQ )ORULGD DQG
1HZ <RUN1 5HVXOWV RQ WKH GHPDQG VLGH
SURYLGHG LQVLJKWV LQWR WKH OLNHO\
VXEVLGL]DWLRQ RI FDWDVWURSKH LQVXUDQFH E\
QRQ0FDW LQVXUDQFH SRUWLRQV RI WKH EXQGOHG
SROLFLHV VWXGLHG1 2Q WKH VXSSO\ VLGH/ LQLWLDO
UHVXOWV VXJJHVW LQWHUHVWLQJ GLIIHUHQFHV
EHWZHHQ WKH VXSSO\ RI FDWDVWURSKH LQVXUDQFH
IRU ORZ DQG PRGHUDWH YDOXHG VWUXFWXUHV

YHUVXV KLJKHU YDOXHG
VWUXFWXUHV1 7KH
UHJXODWRU\ UHVXOWV
SURYLGHG DGGLWLRQDO
VXSSRUW IRU WKH
K\SRWKHVLV RI UDWH
FRPSUHVVLRQ LQ WKH
)ORULGD PDUNHWV1

7KH LQGXVWU\ FRPPHQWDWRUV DQG WKH
JURXS GLVFXVVLRQ WKDW IROORZHG IRFXVVHG RQ
KRZ WKH DQDO\VLV FRXOG FDSWXUH D YDULHW\ RI
SRWHQWLDOO\ LPSRUWDQW IDFWRUV QRW GLUHFWO\
UHODWHG WR SUHPLXP VWUXFWXUHV1 ([DPSOHV
GLVFXVVHG ZHUH PRUWJDJH OHQGHU DFWLYLW\/
GLIIHUHQWLDO SHUFHSWLRQ RQ WKH SDUW RI WKH
SXEOLF RQ WKH OHYHO RI ULVN/ VL]H RI WKH

7KH PXOWLIDFHWHG VWXG\ ZLOO SURYLGH
EHWWHU XQGHUVWDQGLQJ RI GHPDQG DQG
VXSSO\ LQWHUDFWLRQV DFURVV WKH PXOWLSOH
SURGXFWV LQWHUDFWLQJ ZLWK FDWDVWURSKH
ULVN FRYHUDJH DV ZHOO DV DQ HPSLULFDO
DVVHVVPHQW RI WKH LPSDFW RI UHJXODWLRQ
RQ PDUNHW VWUXFWXUH1
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UHVLGXDO PDUNHW/ GLIIHUHQWLDO WD[ EXUGHQV/ DQG
VWRFN YV1 PXWXDO FRPSDQLHV1 $OVR QRWHG ZDV
WKH GDWDVHW %WLPH0VOLFH%1 ,W ZDV VXJJHVWHG
WKDW FDUH EH WDNHQ WR QRWH WKDW WKH WLPH
SHULRG LQ TXHVWLRQ ZDV DFWXDOO\ D SHULRG RI
%PDMRU LQGXVWU\ UH0HGXFDWLRQ% DQG WKDW WKH
GDWD PLJKW UHIOHFW WKH VWDWH RI PDUNHW IOX[
UDWKHU WKDQ DQ DFFXUDWH SLFWXUH RI ORQJ0WHUP
FKDUDFWHULVWLFV1

7KHVH FDYHDWV DVLGH/ WKH JURXS
GLVFXVVLRQ SURYLGHG VWURQJ VXSSRUW IRU WKH
UHVHDUFK HIIRUW1 7KH GDWDVHW EHLQJ
FRQVWUXFWHG LV E\ IDU WKH ODUJHVW/ PRVW
GHWDLOHG DQG FRPSUHKHQVLYH RI DQ\ XVHG LQ
WKLV DUHD WR GDWH1 7KH FRQFOXVLRQV WR EH
GUDZQ ZLOO SURYLGH D EHWWHU XQGHUVWDQGLQJ RI
GHPDQG DQG VXSSO\ FKDUDFWHULVWLFV DFURVV WKH
PXOWLSOH SURGXFWV LQWHUDFWLQJ ZLWK
FDWDVWURSKH ULVN FRYHUDJH1 7KH LPSDFW RI
UHJXODWLRQ RQ PDUNHW VWUXFWXUH DQG
SURILWDELOLW\ RI LQVXUHUV ZLOO DGG IXUWKHU
YDOXH WR WKH DQDO\VLV1

(YDOXDWLQJ (IIHFWLYHQHVV RI ,QGH[0%DVHG
,QVXUDQFH 'HULYDWLYHV
'DYLG /DORQGH/ 9LFH 3UHVLGHQW/ $SSOLHG ,QVXUDQFH
5HVHDUFK/0HPEHU RI WKH $$$ ,QGH[

6HFXULWL]DWLRQ 7DVN )RUFH
1HLO 'RKHUW\/ 3URIHVVRU/ ,QVXUDQFH DQG 5LVN

0DQDJHPHQW WKH :KDUWRQ 6FKRRO
-RKQ 0DMRU/ 6HQLRU 9LFH 3UHVLGHQW/

*X\ &DUSHQWHU/ ,QF1
$W WKH UHTXHVW RI WKH 1DWLRQDO

$VVRFLDWLRQ RI ,QVXUDQFH &RPPLVVLRQHUV
+1$,&,/ WKH $PHULFDQ $FDGHP\ RI
$FWXDULHV +$$$, SUHSDUHG D UHSRUW RQ LQGH[0
EDVHG VHFXULWLHV1 7KH LQWHQW RI WKLV VHVVLRQ
ZDV WR SUHVHQW WKH SDSHU DQG HOLFLW UHDFWLRQ
IURP SDUWLFLSDQWV LQ WKH PHHWLQJ1 7KH
UHSRUW¶V DXWKRUV ZKHUH LQWHUHVWHG VSHFLILFDOO\
LQ REWDLQLQJ WKRXJKWV RQ WKH DSSURSULDWH PL[
RI WHVWV DQG SDUDPHWHUV WR EH XVHG IRU
UHJXODWRU\ DQDO\VLV1 7KH VHVVLRQ EHJDQ ZLWK
'DYLG /DORQGH/ RQH RI WKH DXWKRUV RI WKH
UHSRUW/ SUHVHQWLQJ D EULHI UHYLHZ1 1H[W/ 1HLO

'RKHUW\ DQG -RKQ 0DMRU GHOLYHUHG SUHSDUHG
UHDFWLRQV OHDGLQJ WR JURXS GLVFXVVLRQ1

7KH VHFXULWL]DWLRQ ZRUNLQJ JURXS RI
WKH 1$,& UHTXHVWHG WKH $$$ WR SURYLGH
WHFKQLFDO DVVLVWDQFH LQ GHWHUPLQLQJ
DSSURSULDWH DFFRXQWLQJ WUHDWPHQW IRU LQGH[0
EDVHG LQVXUDQFH GHULYDWLYHV1 6SHFLILFDOO\/
WKH $$$ ZDV DVNHG WR SURYLGH LQSXW RQ WKH
KHGJH HIIHFWLYHQHVV RI LQGH[0EDVHG
LQVXUDQFH GHULYDWLYHV1 7KH ODFN RI
%LQVXUDQFH% WUHDWPHQW IRU GHULYDWLYHV FUHDWHV
EDUULHUV IRU LQVXUHUV LQWHUHVWHG LQ LQGH[0
GHULYDWLYH SURGXFWV WR SURYLGH VXSSOHPHQWDO
&$7 FDSDFLW\1 7KH IUDPHZRUN XVHG IRU
HYDOXDWLQJ KHGJH HIIHFWLYHQHVV LQ WKH SDSHU
FRQVLVWV RI IRXU VWHSV=
x 'HILQH WKH ULVN H[SRVXUH1
x ,GHQWLI\ WKH VWUXFWXUH RI WKH GHULYDWLYH1
x ,GHQWLI\ WKH FDXVDO UHODWLRQVKLS EHWZHHQ
LQGH[ DQG H[SRVXUH +D TXDOLWDWLYH
FULWHULRQ,1

x 6KRZ KHGJH HIIHFWLYHQHVV WKURXJK
VWDWLVWLFDO WHVWLQJ +D TXDQWLWDWLYH
FULWHULRQ,1

,Q GHVFULELQJ WKH UHVHDUFK WHDP*V
DVVHVVPHQW RI TXDQWLWDWLYH PHDVXUHV/ WKH\
IRFXVHG RQ=
x 5LVN 5HGXFWLRQ 6WDWLVWLFV= &KDQJHV LQ
H[SHFWHG SROLF\ KROGHU GHILFLW +(3', 0D
PHDVXUH RI WKH DPRXQW ORVVHV H[FHHG
DPRXQWV WR IXQG WKHP DFURVV WKH IXOO
SUREDELOLW\ GLVWULEXWLRQ RI ORVVHV DQG
UHFRYHULHV1 &KDQJHV LQ YDOXH0DW0ULVN
+9$5,1 &KDQJHV LQ VWDQGDUG GHYLDWLRQ

x ([SRVXUH2LQGH[ UHODWLRQVKLS VWDWLVWLFV=
&RYHUDJH 5DWLR/ &RUUHODWLRQV1

7KH ODFN RI LQVXUDQFH WUHDWPHQW IRU
GHULYDWLYHV FUHDWHV EDUULHUV IRU
LQVXUHUV LQWHUHVWHG LQ LQGH[0
GHULYDWLYH SURGXFWV WR SURYLGH
VXSSOHPHQWDO &$7 FDSDFLW\1
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,Q GLVFXVVLQJ WKH VWUHQJWKV DQG
ZHDNQHVVHV RI WKH VXJJHVWHG WHVWV/ /DORQGH
QRWHG WKDW WKH UHVHDUFK WHDP DV \HW KDV EHHQ
XQDEOH WR UHDFK FRQVHQVXV RQ KRZ UHJXODWRUV
PLJKW EHVW XVH WKHVH WHVWV1 ,Q VRPH VHQVH WKH
EHVW PHDVXUHV PD\ EH WRR FRPSOH[ IRU
UHJXODWRU\ WUHDWPHQW DQG QR VLQJOH PHDVXUH
DFFRXQWV IRU DOO UHOHYDQW IDFWRUV1

,Q KLV UHPDUNV/ -RKQ 0DMRU XUJHG
FDXWLRQ LQ FRPSDULQJ LQGH[ KHGJHV WR
UHLQVXUDQFH DV WKH VWDQGDUG1 +H DUJXHG WKDW
UHLQVXUDQFH GRHV LQGHHG FDUU\ EDVLV ULVN/ DQG
DV VXFK VKRXOG QRW EH ³JUDQGIDWKHUHG LQ´ DV D
VWDQGDUG1 $ PRUH IUXLWIXO IRFXV ZRXOG EH RQ
WKH ORVV0UHGXFWLRQ FKDUDFWHULVWLFV RI LQGH[
KHGJHV1

1HLO 'RKHUW\ DUJXHG WKDW WKH GHEDWH
PLJKW PRUH SURGXFWLYHO\ IRFXV RQ ULVN2UHWXUQ
FRQVLGHUDWLRQV UHODWLYH WR VROYHQF\/ ZKLFK LV
UHDOO\ WKH FRQFHUQ RI UHJXODWRUV1 7KH
TXHVWLRQ WKHQ EHFRPHV ZKHQ GR EDVLV ULVN
KHGJHV H[SDQG ULVN2UHWXUQ RSSRUWXQLWLHV1
7KLV UHTXLUHV ORRNLQJ DW FRUUHODWLRQV 0 RU
RWKHU ULVN PHDVXUHV WKDW GHWHUPLQH WKH
TXDOLW\ RI WKH KHGJH 0 DQG WKH PDUNHW VKDUH
RI WKH KHGJHU LQ WKH LQGH[1 7KXV D %JRRG
LQGH[% LV RQH ZLWK KLJK FRUUHODWLRQ DQG ORZ
PDUNHW VKDUH1

,Q WKH JHQHUDO GLVFXVVLRQ WKDW
IROORZHG/ LW ZDV JHQHUDOO\ DJUHHG WKDW WKH
IRFXV RQ ORVV0UHGXFWLRQ SRWHQWLDO RI
GHULYDWLYH KHGJHV DQG WKHLU LPSDFW RQ
VROYHQF\ PHDVXUHV ZHUH PRUH IUXLWIXO
GLUHFWLRQV IRU DUJXPHQW1 $V VXFK GLIIHUHQW
VWDQGDUGV PD\ EH UHTXLUHG IRU DVVHVVLQJ
DFFRXQWLQJ WUHDWPHQWV RI GHULYDWLYHV WKDQ
WKRVH XVHG IRU LQVXUDQFH KHGJHLQJ1

3UDFWLFDO &KDOOHQJHV LQ $FFHVVLQJ WKH
&DSLWDO 0DUNHWV IRU &DWDVWURSKLF 5LVN
$QGUHZ .DLVHU/0DQDJLQJ 'LUHFWRU/

*ROGPDQ 6DFKV ) &RPSDQ\

6KLY .XPDU/ 9LFH 3UHVLGHQW/
*ROGPDQ 6DFKV ) &RPSDQ\

9LYHN %DQWZDO/ $QDO\VW/
*ROGPDQ 6DFKV )&RPSDQ\
7KH FDWDVWURSKH ERQG PDUNHW LV

EHJLQQLQJ WR PDNH WKH WUDQVLWLRQ IURP D
VHULHV RI XQLTXH GHDOV WR D PRUH %IORZLQJ%
PDUNHW1 &RPSOHWLQJ WKLV WUDQVLWLRQ ZLOO
UHTXLUH ERWK VWDQGDUGV IRU VWUXFWXUH DQG D
EURDGHU LQYHVWRU EDVH1 .DLVHU/ .XPDU/ DQG
%DQWZDO RXWOLQHG KRZ WKHVH FKDOOHQJHV DUH
OLNHO\ WR EH PHW LQ D UDSLGO\ FKDQJLQJ
HQYLURQPHQW WKDW ZLOO LQFUHDVLQJO\ EOXU WKH
ERXQGDULHV RI UHLQVXUDQFH DQG FDSLWDO
PDUNHWV1

,Q WKH SDVW WKUHH \HDUV RYHU '< ELOOLRQ
LQ QRQ0WUDGLWLRQDO ULVNV KDYH EHHQ SODFHG LQ
WKH FDSLWDO PDUNHWV1 7KHVH ULVNV KDYH
LQFOXGHG FDWDVWURSKHV/ FUHGLW GHIDXOW/
PRUWDOLW\/ DQG OHDVH UHVLGXDO YDOXHV1 /DWHO\/
ZHDWKHU ULVN LV EHLQJ WUDQVIHUUHG LQ ERWK
GHULYDWLYH DQG VHFXULW\ IRUPV1:KLOH DOPRVW
KDOI RI WKH ULVN0OLQNHG VHFXULWLHV SODFHG E\
*ROGPDQ 6DFKV KDYH EHHQ VROG WKURXJK WKHLU
RIILFHV LQ 1HZ <RUN/ WKHUH KDV DOVR EHHQ
VWURQJ LQWHUHVW RXW RI &KLFDJR/ 6DQ
)UDQFLVFR/ /RQGRQ/ )UDQNIXUW DQG 7RN\R1

,VVXHUV DUH JHQHUDOO\ SOHDVHG ZLWK WKH
GHYHORSLQJ PDUNHW DQG WKHLU LQFUHDVHG
DELOLW\ WR DFFHVV DOWHUQDWLYH FDSDFLW\/ OLPLW
FUHGLW ULVN DQG LQQRYDWH DOWHUQDWLYH ILQDQFLDO
VWUXFWXUHV1 +RZHYHU/ WKH OHJDO FRPSOH[LW\
DQG UHVRXUFH LQWHQVLYH QDWXUH RI WKH
VHFXULWL]DWLRQ SURFHVV UHPDLQ GUDZEDFNV IRU
PDQ\ LVVXHUV1 ,QYHVWRUV ZHOFRPH WKH
GLYHUVLILFDWLRQ WKDW WKHVH VHFXULWLHV RIIHU DQG
DOVR YDOXH WKH ULJRURXV ULVN GLVFORVXUH LQ WKH
RIIHULQJV EXW DUH OHVV HQWKXVLDVWLF DERXW WKH

,QFUHDVLQJ DPRXQWV RI HYHQW0FRQWLQJHQW ULVN
ZLOO EH SODFHG LQ WKH FDSLWDO PDUNHWV ZKLOH
PRUH ILQDQFLDO ULVN ZLOO EH WUDQVIHUUHG WR WKH
LQVXUDQFH2UHLQVXUDQFH PDUNHWV1
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LQFUHDVLQJ FRPSOH[LW\ RI WUDQVDFWLRQV DQG
OLPLWHG GLYHUVLILFDWLRQ ZLWKLQ WKH DVVHW FODVV1

7KH SUHVHQWHUV H[SHFW FRQWLQXLQJ
FRQYHUJHQFH RI FDSLWDO DQG UHLQVXUDQFH
PDUNHWV WR EH IXUWKHU DLGHG E\ WKH *UDPP0
/HDFK0%LOOH\ $FW1 ,QFUHDVLQJ DPRXQWV RI
HYHQW0FRQWLQJHQW ULVN ZLOO EH SODFHG LQ WKH
FDSLWDO PDUNHWV ZKLOH PRUH ILQDQFLDO ULVN
ZLOO EH WUDQVIHUUHG WR WKH LQVXUDQFH2
UHLQVXUDQFH PDUNHWV1 ,Q DGGLWLRQ/ ZH DUH
OLNHO\ WR VHH FRUSRUDWH HQWLWLHV GLUHFWO\
DFFHVVLQJ WKH FDSLWDO PDUNHWV WR WUDQVIHU ULVN1
7UDQVDFWLRQV ZLOO EH VLPSOHU/ ORQJHU WHUP
DQG RI ODUJHU VL]HV1 ,W LV H[SHFWHG WKDW FDSLWDO
DQG UHLQVXUDQFH PDUNHWV ZLOO FRPSOHPHQW
HDFK RWKHU RQ UHLQVXUDQFH SURJUDPV DV
VHFXULWL]DWLRQ EHFRPHV LQFUHDVLQJ FRVW
FRPSHWLWLYH1 $ ZRUG RI FDXWLRQ ZDV DGGHG
DW WKH HQG/ KRZHYHU1 7KH PDUNHW KDV QRW \HW
H[SHULHQFHG D VHULRXV ORVV HYHQW DQG
WKHUHIRUH KDV QRW \HW EHHQ VHULRXVO\ WHVWHG1

7KH *OREDO 0DUNHW IRU 5HLQVXUDQFH=
&RQVROLGDWLRQ/ &DSDFLW\/ DQG (IILFLHQF\
-1 'DYLG &XPPLQV/ 3URIHVVRU/ ,QVXUDQFH DQG 5LVN

0DQDJHPHQW WKH :KDUWRQ 6FKRRO
7KH JOREDO UHLQVXUDQFH PDUNHW KDV

XQGHUJRQH VLJQLILFDQW FRQVROLGDWLRQ LQ
UHFHQW \HDUV1 :KDW HIIHFW KDV WKLV PHUJHU
DFWLYLW\ KDG RQ LQGXVWU\ FDSDFLW\ DQG UHODWLYH
HIILFLHQF\" 7KH ILQDO VHVVLRQ RI WKH GD\ ZDV
GHYRWHG WR DQVZHULQJ WKHVH TXHVWLRQV EDVHG
RQ UHFHQW SXEOLVKHG UHVHDUFK E\ 'DYLG
&XPPLQV1

&XPPLQV EHJDQ KLV SUHVHQWDWLRQ
ZLWK D GHVFULSWLRQ RI ULVN SRROLQJ/ DQG .DUO
%RUFK¶V WKHRUHP +3DUHWR RSWLPDOLW\ LQ WKH
UHLQVXUDQFH PDUNHW RFFXUV ZKHQ HDFK

UHLQVXUHU KROGV D QHW SRUWIROLR WKDW LV
SURSRUWLRQDO WR WRWDO ORVVHV,1 +H WKHQ

GHVFULEHG WKH VFDOH DQG VFRSH RI UHFHQW
LQGXVWU\ FRQVROLGDWLRQ DQG KLV PHWKRGRORJ\
IRU HVWLPDWLQJ LWV HIIHFWV1

8VLQJ GDWD IURP 6WDQGDUG ) 3RRUV/
*X\ &DUSHQWHU/ &RQQLQJ ) &RPSDQ\/ DQG
RWKHUV/ &XPPLQV GHVFULEHG WKH FKDQJHV LQ
WKH JOREDO UH0LQVXUDQFH PDUNHW RYHU WKH
SHULRG 4<;<04<<;1 'DWD RQ PHUJHU DQG
DFTXLVLWLRQ WUDQVDFWLRQV/ DFTXLUHG DVVHWV/ DQG
PDUNHW VKDUH DOO FRQILUP WKH UDSLG LQGXVWU\
FRQVROLGDWLRQ1 $W WKH VDPH WLPH/ KLV
DQDO\VLV GHPRQVWUDWHG WKDW FRQVROLGDWLRQ KDV
LQFUHDVHG UHLQVXUDQFH FDSDFLW\/ L1H1 VKLIWHG
WKH UHVSRQVH FXUYH XSZDUGV/ DQG LPSURYHG
ILUP OHYHO HIILFLHQFLHV1

,QHIILFLHQW ILUPV ZHUH IRXQG WR EH
PRUH OLNHO\ WR EH DFTXLUHG WKDQ HIILFLHQW
RQHV1 )LUPV ZLWK KLJK FDSLWDO0WR0DVVHW UDWLRV
DUH OHVV OLNHO\ WR EH DFTXLUHG EXW ILUPV DUH
PRUH OLNHO\ WR EH DFTXLUHG LI WKHLU
LQYHVWPHQW \LHOG LV KLJK/ FRPELQHG UDWLR LV
ORZ DQG2RU WKH VWDQGDUG GHYLDWLRQ RI 52( LV
ORZ1 7KH UHVXOWLQJ VWRU\ VHHPV WR EH WKDW
ZKLOH DFTXLULQJ ILUPV DUH DWWUDFWHG WR WKH
RSSRUWXQLWLHV SURYLGHG E\ OHVV HIILFLHQW
ILUPV/ WKH\ DOVR UHTXLUH WKHVH WDUJHW ILUPV WR
KDYH RWKHU SRVLWLYH RSHUDWLQJ FKDUDFWHULVWLFV1

7KH UHVXOWLQJ VWRU\ VHHPV WR EH WKDW
ZKLOH DFTXLULQJ ILUPV DUH DWWUDFWHG WR
WKH RSSRUWXQLWLHV SURYLGHG E\ OHVV
HIILFLHQW ILUPV/ WKH\ DOVR UHTXLUH
WKHVHV WDUJHWV WR KDYH SRVLWLYH
RSHUDWLQJ FKDUDFWHULVWLFV1
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,QGXVWU\ $GYLVRU\ %RDUG

$&(/ /WG1
+DPLOWRQ/ %HUPXGD

$PHULFDQ 5HLQVXUDQFH &RPSDQ\
3ULQFHWRQ/ 1-

$SSOLHG ,QVXUDQFH 5HVHDUFK/ ,QF1
%RVWRQ/0$

(4( ,QWHUQDWLRQDO
6DQ )UDQFLVFR/ &$

(UQVW DQG <RXQJ/ //3
&KLFDJR/ ,/

*HQHUDO 5HLQVXUDQFH
6WDPIRUG/ &7

*ROGPDQ/ 6DFKV ) &RPSDQ\
1HZ <RUN/ 1<

*X\ &DUSHQWHU/ ,QF1
1HZ <RUN/ 1<

,62 +,QVXUDQFH 6HUYLFH 2IILFH/ ,QF1,
1HZ <RUN/ 1<

3URSHUW\ DQG &DVXDOW\ ,QVXUDQFH 5DWLQJ
2UJDQL]DWLRQ RI -DSDQ/ 7RN\R

5LVN 0DQDJHPHQW 6ROXWLRQV ,QF1
0HQOR 3DUN/ &$

6WDWH )DUP )LUH DQG &DVXDOW\ &R1
%ORRPLQJWRQ/ ,/

86$$ 3URSHUW\ DQG &DVXDOW\
,QVXUDQFH *URXS/ 6DQ $QWRQLR/ 7;

9LVLW WKH SURMHFW ZHEVLWH DW= KWWS=22ILF1ZKDUWRQ1XSHQQ1HGX2ILF2ZILF2FDWULVN1KWPO

+RZDUG .XQUHXWKHU
&R0'LUHFWRU
5LVN 0DQDJHPHQW DQG
'HFLVLRQ 3URFHVV &HQWHU
+548, ;<;078;<

3DXO .OHLQGRUIHU
&R0'LUHFWRU
5LVN 0DQDJHPHQW DQG
'HFLVLRQ 3URFHVVHV &HQWHU
+548, ;<;08;63

3HWHU %XUQV
0DQDJLQJ &DWDVWURSKLF 5LVNV
3URMHFW 'LUHFWRU
+548, ;<;0<888

6WHSKHQ /HY\
0DQDJLQJ &DWDVWURSKLF 5LVNV
3URMHFW 0DQDJHU
+548, ;<;05656

$QWKRQ\ 01 6DQWRPHUR
'LUHFWRU
)LQDQFLDO ,QVWLWXWLRQV &HQWHU
+548 ;<;045:<


