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�� ,QWURGXFWLRQ

7KHUH� KDYH� EHHQ� PDQ\� DQG� UHFHQW� H[SHULHQFHV� ZLWK� EDQNLQJ� FULVHV� LQ
LQGXVWULDO� FRXQWULHV�� RFFXUULQJ� LQ� VRPH� FDVHV� HYHQ�ZLWKRXW� D� SULRU� RU� FRQFRPLWDQW
VWURQJ� DGYHUVH� VKRFN� VXFK� DV� D� FRQVLGHUDEOH� UHFHVVLRQ�� DQG� GHVSLWH� H[WHQVLYH
SUXGHQWLDO�RYHUVLJKW��7KH\�WULJJHUHG�VXEVWDQWLDO�DQG�LQ�VRPH�FDVHV�DOVR�YHU\�FRVWO\
�LQ� WHUPV�RI� WD[SD\HUV�PRQH\��JRYHUQPHQW� LQWHUYHQWLRQV��+HQFH�� HYHQ� LQ� WKH�PRVW
GHYHORSHG� FRXQWULHV� DFKLHYLQJ� VXVWDLQHG� VPRRWK� DQG� HIILFLHQW� ILQDQFLDO
LQWHUPHGLDWLRQ� LV� VWLOO� GLIILFXOW�� VXJJHVWLQJ� KRZ� PXFK� PRUH� GLIILFXOW� LW� PXVW� EH
GXULQJ�WUDQVLWLRQ�

7KLV�SDSHU�DLPV�WR�GLVFXVV�SROLF\�RSWLRQV�IRU�WKH�5XVVLDQ�DXWKRULWLHV�DJDLQVW
WKH� EDFNJURXQG� RI� UHFHQW� WKHRUHWLFDO� DQG� HPSLULFDO� DQDO\VHV� RQ� WKH� ZRUNLQJV� RI
ILQDQFLDO� V\VWHPV� LQ� JHQHUDO� DQG� EDQNLQJ� FULVHV� LQ� SDUWLFXODU�� +RZHYHU�� JLYHQ� WKH
H[WHQW� RI� WKH� OLWHUDWXUH� LW� LV� XQDYRLGDEOH� WR� FRQFHQWUDWH� RQ� VXEMHFWLYHO\� VHOHFWHG
LVVXHV��,Q�WKH�SDSHU�WKH�H[SUHVVLRQV�ILQDQFLDO�PDUNHWV��ILQDQFLDO�V\VWHP�DQG�EDQNLQJ
V\VWHP� DUH� XVHG� V\QRQ\PRXVO\� EHFDXVH� ILQDQFLDO� LQWHUPHGLDWLRQ� RXWVLGH� EDQNV� LQ
5XVVLD�DSSHDUV�WR�EH�VPDOO��$V�ORQJ�DV�WKH�ODUJH�LQWHUHQWHUSULVH�FUHGLW�DQG�WKH�PDQ\
³PRQH\�VXUURJDWHV³�VXFK�DV�YHNVHOV�DQG�RWKHU�VKRUW�WHUP�GHEW�LQVWUXPHQWV�DUH�LVVXHG
E\�RQH�SDUW\�DQG�KHOG�E\�DQRWKHU�RQH�ZLWKRXW�LQYROYLQJ�DQ�LQWHUPHGLDU\��WKH\�FDQQRW
EH� FRQVLGHUHG� WR� EH� HOHPHQWV� RI� ILQDQFLDO� LQWHUPHGLDWLRQ�� 7KH� JURZWK� RI� VXFK
LQVWUXPHQWV�PD\��KRZHYHU��YHU\�ZHOO�UHIOHFW�LQHIILFLHQW�ILQDQFLDO�LQWHUPHGLDWLRQ��LQ
DGGLWLRQ� WR� RWKHU� UHDVRQV� VXFK� DV� WD[� DYRLGDQFH�� VRIW� EXGJHW� FRQVWUDLQWV� IRU
HQWHUSULVHV�DQG�JRYHUQPHQW�ERUURZLQJ��

7KH�SDSHU� VWDUWV� LQ� VHFWLRQ� ��ZLWK� KLJKOLJKWLQJ�PDMRU� FDXVHV� IRU� WKH� FULVLV�
DVVHVVLQJ�LWV�HFRQRPLF�FRVWV��DQG�SRLQWLQJ�WR�ZHDNQHVVHV�RI�WKH�FXUUHQW�DSSURDFK�WR
ILQG� VROXWLRQV�� 6HFWLRQ� �� UHYLHZV� WKH� PDMRU� WKHRUHWLFDO� FKDQQHOV� WKURXJK� ZKLFK
ILQDQFLDO�LQWHUPHGLDWLRQ�FRQWULEXWHV�WR�HFRQRPLF�JURZWK�DQG�WKH�SRWHQWLDO�IDLOXUHV�RI
PDUNHWV� LQ� WKLV� SURFHVV�� 6HFWLRQ� �� UHYLHZV� HPSLULFDO� ILQGLQJV� UHODWHG� WR� ILQDQFLDO
LQWHUPHGLDWLRQ� WKDW� DSSHDU� PRVW� UHOHYDQW� LQ� WKH� FRQWH[W� RI� WUDQVLWLRQ� FRXQWULHV�
6HFWLRQ���GLVFXVVHV�WKHQ�VHOHFWHG�SROLF\�RSWLRQV��6HFWLRQ���FRQFOXGHV�

�� %DFNJURXQG� RI� WKH� EDQNLQJ� FULVHV�� HFRQRPLF� FRVWV�� DQG� DSSURDFK� RI� WKH
DXWKRULWLHV

D� %DFNJURXQG�RI�WKH�FULVLV

$W� WKH� HQG� RI� ����� DQ� HYDOXDWLRQ� RI� WKH� SURJUHVV� WRZDUG� ³D�PDUNHW�EDVHG
ILQDQFLDO� V\VWHP³� LQ� WKH� ��� VXFFHVVRU� VWDWHV� RI� WKH� IRUPHU� 6RYLHW�8QLRQ� ZDV
SXEOLVKHG���7KH�KLJK�UDQNLQJ�WKDW�5XVVLD�UHFHLYHG�LQ�WKLV�DVVHVVPHQW�DSSDUHQWO\�ZDV

������������������������������ ����������������������������
��7KH�VWXG\�GLVWLQJXLVKHG�VL[�IXQFWLRQDO�DUHDV�RI�³FHQWUDO�EDQNLQJ�UHIRUPV³��0RQHWDU\�RSHUDWLRQV�DQG
JRYHUQPHQW�VHFXULWLHV�PDUNHWV��IRUHLJQ�H[FKDQJH�RSHUDWLRQV�DQG�PDUNHW��EDQNLQJ�VXSHUYLVLRQ��EDQN
UHVWUXFWXULQJ��SD\PHQWV�V\VWHP��DQG�FHQWUDO�EDQN�DFFRXQWLQJ�DQG�LQWHUQDO�DXGLW��0DUNV�IURP��
�LQGLFDWLQJ�OLPLWHG�SURJUHVV��WR����LQGLFDWLQJ�VXEVWDQWLDO�SURJUHVV��IRU�HDFK�RI�WKHVH�UHIRUP�DUHDV�ZHUH
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VRPHZKDW�RSWLPLVWLF��SDUWLFXODUO\�ZLWK�UHJDUG�WR�EDQNLQJ�VXSHUYLVLRQ��)XQGDPHQWDO
SUXGHQWLDO� UXOHV� IRU� EDQNLQJ� KDG� QRW� EHHQ� HQIRUFHG� EHIRUH� WKH� FULVLV�� LQ� SDUWLFXODU
UHJDUGLQJ�WKH�IRUHLJQ�H[FKDQJH�UDWH�ULVN�DQG�SURYLVLRQLQJ�IRU�EDG�GHEW��7KLV�WRJHWKHU
ZLWK�D� UDSLGO\�JURZLQJ�SXEOLF�GHEW� WR�*'3� UDWLR�RQ� DFFRXQW�RI� LVVXDQFH�RI� VKRUW�
DQG�PHGLXP�WHUP�KLJK�LQWHUHVW�\LHOGLQJ�WUHDVXU\�ELOOV��*.2�2)=�GHEW���VROG�PDLQO\
WR� WKH� VWDWH�RZQHG� 6EHUEDQN��� FDXVHG� WKUHH� PDMRU� ZHDNQHVVHV� LQ� WKH� DJJUHJDWH
EDODQFH� VKHHW� RI� FRPPHUFLDO� EDQNV� DQG� LQ� WKHLU� RII�EDODQFH� VKHHW� WUDQVDFWLRQV�
%DQNV� ZHUH� RYHUH[SRVHG� WR� WKH� IRUHLJQ� H[FKDQJH� UDWH� ULVN�� WR� WKH� FUHGLW� ULVN
�DPSOLILHG�� IRU� LQVWDQFH��E\�D�5XEHO�GHSUHFLDWLRQ��DQG� WR� WKH� ULVN�RI�GHIDXOW�RI� WKH
JRYHUQPHQW���7KXV��WKH�ODUJH�FXUUHQF\�GHSUHFLDWLRQ�LQ�$XJXVW�6HSWHPEHU������DQG
WKH� JRYHUQPHQW¶V� GHIDXOW� RQ� LWV� GRPHVWLF� 5XEHO� GHEW� LQ� $XJXVW� ����� EHFDPH
LQVWDQWDQHRXVO\� DQ� RSHQ� EDQNLQJ� FULVLV�� ,W� FDXVHG� WKH� WUDQVLWRU\� FROODSVH� RI� WKH
SD\PHQWV�V\VWHP�DQG��WR�VRPH�H[WHQW��RI�QHZ�OHQGLQJ�

$� YHU\� LPSRUWDQW� FRQWULEXWRU\� IDFWRU� WR� WKH� FULVLV� KDV� EHHQ� �DV� LQ� VHYHUDO
RWKHU�FRXQWULHV�ZKR�H[SHULHQFHG�D�FXUUHQF\�FULVLV�GXULQJ������DQG�������WKH�IL[HG
H[FKDQJH� UDWH� FRUULGRU� �DGRSWHG� LQ� WKH� EHJLQQLQJ� RI� ������� *LYHQ� 5XVVLD¶V� OLWWOH
GLYHUVLILHG� H[SRUW� VWUXFWXUH�� FRQVLGHULQJ� WKH� VORZ� VWUXFWXUDO� UHIRUP� SURJUHVV� DQG
RWKHU�DGYHUVH�GHYHORSPHQWV�VXFK�DV�WKH�IDOO�RI�RLO�SULFHV�DQG�ZLWKGUDZDO�RI�IRUHLJQ
LQYHVWRUV� IURP�HPHUJLQJ�PDUNHWV�� LW�SURYHG� WR�EH� WRR� DPELWLRXV���7KLV�SURPLVH�RI
UHODWLYH� QRPLQDO� H[FKDQJH� UDWH� VWDELOLW\� ZLWK� OD[� HQIRUFHPHQW� RI� SUXGHQWLDO
UHTXLUHPHQWV� IRU� EDQNV� FRQWULEXWHG� WR� WKH� RYHUH[SRVXUH� RI� EDQNV� WR� WKH� H[FKDQJH
UDWH� ULVN��)RU�EDQNV� LW� WKXV�DSSHDUHG�SURILWDEOH� WR�ERUURZ�DW� UHODWLYHO\� ORZ� IRUHLJQ
LQWHUHVW� UDWHV�� OHQG� DW� KLJK� GRPHVWLF� LQWHUHVW� UDWHV� DQG� WR� HQWHU� LQWR� XQKHGJHG� RII�
EDODQFH�VKHHW�FXUUHQF\�IRUZDUG�FRQWUDFWV��1RW�FRQVLGHULQJ�RII�EDODQFH�VKHHW� LWHPV�
7DEOH� �� VKRZV� WKDW� MXVW� SULRU� WR� WKH� FULVLV� WKH� RSHQ� IRUHLJQ� FXUUHQF\� SRVLWLRQ
DPRXQWHG�WR�DERXW����SHUFHQW�RI�WKH�EDODQFH�VKHHW�WRWDO�

������������������������������ ������������������������������ ������������������������������ ������������������������������ ������������������������������ �����������
JLYHQ�DQG�IRU�DQ�RYHUDOO�UDQNLQJ��5XVVLD�UHFHLYHG�D�PDUN�RI���ZLWK�UHJDUG�WR�WKH�WKUHH�ILUVW�PHQWLRQHG
DUHDV�DQG�D�PDUN�RI���IRU�WKH�WKUHH�ODVW�PHQWLRQHG�DUHDV��6HH�.1,*+7�HW�DO���������
��7KH�VKDUH�RI�FUHGLW�WR�WKH�JRYHUQPHQW�LQ�EDQN¶V�WRWDO�DVVHWV�KDG�VWHDGLO\�LQFUHDVHG�IURP�DERXW��
SHUFHQW�DW�HQG�RI������WR�DERXW�RQH�WKLUG�DW�HQG�-XQH�������PRVWO\�WUHDVXU\�ELOOV��VHH�7DEOH����
6XEVHTXHQWO\�WKLV�VKDUH�GHFOLQHG�VOLJKWO\�WR�DERXW����SHUFHQW��7DEOH����
��7KLV�FRUUHVSRQGV�WR�WKH�ILQGLQJV�RI�D�³GXH�GLOLJHQFH�VXUYH\³�RI����5XVVLDQ�EDQNV�����RI�ZKLFK�ZHUH
DPRQJ�WKH����ODUJHVW�5XVVLDQ�EDQNV���SHUIRUPHG�E\�WKH�:RUOG�%DQN�LQ�WKH�VHFRQG�KDOI�RI����������RI
WKHVH����EDQNV�KDG�D�QHJDWLYH�RZQ�FDSLWDO��7KH�ORVVHV�LQFXUUHG�E\�WKH����EDQNV�ZHUH�LGHQWLILHG�DV
KDYLQJ�EHHQ�ORDQ�ORVVHV�����SHUFHQW�RI�WKH�DJJUHJDWH�ORVV���IRUHLJQ�H[FKDQJH�UHODWHG�ORVVHV����
SHUFHQW��DQG�ORVVHV�RQ�JRYHUQPHQW�GHEW�����SHUFHQW���7KH�6EHUEDQN�ZDV�QRW�UHYLHZHG��6HH
5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������G���S�����
��0RVW�DQDO\VHV�DJUHH�WKDW�WKH�H[FKDQJH�UDWH�SROLF\�KDV�EHHQ�FUXFLDOO\�IODZHG��6HH��DPRQJ�RWKHUV
',:�HW�DO����������SS�����������DQG�:(/)(16���������S������,Q�WKLV�UHVSHFW�WKH�5XVVLDQ
GHYDOXDWLRQ�DQG�EDQNLQJ�FULVLV�RI�$XJXVW�6HSWHPEHU������LV�YHU\�VLPLODU�WR�WKH�FULVHV�H[SHULHQFHG�LQ
�����E\�VHYHUDO�(DVW�$VLDQ�FRXQWULHV�FDVWLQJ�GRXEW�RQ�WKH�SROLF\�DGYLVH�WKH�FRXQWULHV�UHFHLYHG�IURP
ZHVWHUQ�LQVWLWXWLRQV�
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7DEOH���
5XVVLD��&RQVROLGDWHG�EDODQFH�VKHHW�RI�FRPPHUFLDO�EDQNV��LQFOXGLQJ�6EHUEDQN��DW�HQG�-XQH
����
$VVHWV EQ�5XEHO LQ�SHUFHQW /LDELOLWLHV EQ�5XEHO LQ�SHUFHQW
%DQN�UHVHUYHV ������ ������ 'HPDQG�GHSRVLWV ����� ������
)RUHLJQ�DVVHWV ������ ����� 7LPH�DQG�VDYLQJV

GHSRVLWV ������ ������
&ODLPV�RQ�JHQHUDO
JRYHUQPHQW ����� �����

'HSRVLWV�ZLWK
WHPSRUDULO\�VXVSHQGHG
DFFHVV ������ �������

&ODLPV�RQ�QRQ�
ILQDQFLDO�JRYHUQPHQW
HQWHUSULVHV ������ ������

)RUHLJQ�FXUUHQF\
GHSRVLWV�DQG�RWKHU
IRUHLJQ�OLDELOLWLHV ����� ������

&ODLPV�RQ�SULYDWH
VHFWRU ����� ������

0RQH\�PDUNHW
LQVWUXPHQWV ������ �������

&ODLPV�RQ�ILQDQFLDO
LQVWLWXWLRQV ����� �������

*HQHUDO�JRYHUQPHQW
GHSRVLWV ������ �������
&UHGLW�IURP�PRQHWDU\
DXWKRULWLHV ������ �������
2WKHU�LWHPV ������ �������
&DSLWDO�DFFRXQWV ����� ������

7RWDO ����� ����� 7RWDO ����� �����
6RXUFH��5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������F��

7DEOH���VKRZV�WKH��RIILFLDO��DJJUHJDWH�EDODQFH�VKHHW�RI�FRPPHUFLDO�EDQNV�DW
HQG�$SULO������LQ�FRQVWDQW�5XEHOV�RI�-XQH������VR�DV�WR�DVVHVV�WKH�HYROXWLRQ�RI�UHDO
FUHGLW�� UHDO� GHSRVLW� KROGLQJV� DQG� UHDO� RZQ� FDSLWDO� RI� EDQNV� E\� HOLPLQDWLQJ� WKH
GLVWRUWLRQDU\� HIIHFW� RI� WKH� VXUJH� RI� LQIODWLRQ� DIWHU� WKH� GHYDOXDWLRQ� FULVLV�� ,W� WKXV
EHFRPHV�FOHDU�WKDW�WKH�FHQWUDO�EDQN�ERUH�WKH�PDMRU�EXUGHQ�LQ�VWDELOL]LQJ�WKH�EDQNLQJ
V\VWHP� VLQFH� LW� LQFUHDVHG� LWV� OHQGLQJ� WR� FRPPHUFLDO� EDQNV� LQ� WKH� ���PRQWKV� DIWHU
-XQH������E\�DOPRVW�VL[�WLPHV�LQ�UHDO�WHUPV�

,QIODWLRQ� DQG� GHSRVLW� ZLWKGUDZDOV� FDXVHG� UHDO� WRWDO� 5XEHO� GHQRPLQDWHG
GHSRVLWV�WR�GHFOLQH�E\�DOPRVW����SHUFHQW�DQG�UHDO�RZQ�FDSLWDO�RI�EDQNV�WR�GHFOLQH�E\
DERXW����SHUFHQW��6XUSULVLQJO\��KRZHYHU��EDQNV�PDQDJHG�WR�GUDVWLFDOO\�LQFUHDVH�WKHLU
IRUHLJQ�DVVHWV� LQ� UHDO� WHUPV�VR�DV� WR�GHFUHDVH� WKHLU�RSHQ� IRUHLJQ�FXUUHQF\�SRVLWLRQ�
ZKLFK��QHYHUWKHOHVV��UHPDLQHG�VXEVWDQWLDO��

&RQFHUQLQJ� WKH� LPSRUWDQW�TXHVWLRQ�DV� WR� WKH� OHQGLQJ�EHKDYLRU�RI�EDQNV� WKH
WDEOH� LQGLFDWHV� D� FRQVLGHUDEOH� UHVWUDLQW�� SDUWLFXODUO\� ZLWK� UHJDUG� WR� OHQGLQJ� WR
JRYHUQPHQW� HQWHUSULVHV�� ZKLFK� KDV� EHHQ� YHU\� VPDOO� HYHQ� EHIRUH� WKH� FULVLV�� 7KLV
UHVWUDLQW�FRXOG�KDYH�IDYRUDEOH�LQWHUSUHWDWLRQV��:LWK�UHJDUG�WR�WKH�VXSSO\�RI�ORDQV�LW
������������������������������ ����������������������������
�� 7KH� LQFUHDVH� FRXOG� EHFRPH� SODXVLEOH� LI� UHSRUWV� RI� ,WDOLDQ� QHZVSDSHUV� RI� 2FWREHU� ����� DUH
FRQVLGHUHG� ZKLFK� FLWHG� DQDO\VHV� SHUIRUPHG� E\� 5XVVLDQ� MXGLFLDO� DXWKRULWLHV�� $FFRUGLQJ� WR� WKHVH
DQDO\VHV�GXULQJ�WKH�WKUHH�PRQWKV�MXVW�SULRU�WR�WKH�FXUUHQF\�FULVLV�LQ������D�VXEVWDQWLDO�IUDFWLRQ�RI�,0)
ORDQV� �DERXW� VHYHUDO� ELOOLRQ� 86�'ROODUV�� KDG� EHHQ� WUDQVIHUUHG� WR� 5XVVLDQ� FRPPHUFLDO� EDQNV� WR
LPSURYH�WKHLU�VWDELOLW\�
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FRXOG�LQGLFDWH�WKDW�WKH�EDQNLQJ�V\VWHP�DV�D�ZKROH�GLG�QRW�VLPSO\�FDSLWDOL]H�LQWHUHVW
RQ� ORDQV� DQG� LQFUHDVHG� OHQGLQJ� WR� ULVN\� ERUURZHUV�� 2Q� WKH� GHPDQG� VLGH� LW� FRXOG
LQGLFDWH�WKDW�ERUURZHUV�ZHUH�VRPHZKDW�LQWHUHVW�VHQVLWLYH��7KLV�LV�D�SXUHO\�HPSLULFDO
TXHVWLRQ�

7DEOH���
5XVVLD��&RQVROLGDWHG�EDODQFH�VKHHW�RI�FRPPHUFLDO�EDQNV��LQFOXGLQJ�6EHUEDQN��DW�HQG�$SULO
�����LQ�FRQVWDQW�5XEHO�RI�-XQH�����

$VVHWV

%Q
FRQVWDQW
5XEHO

LQ
SHU�
FHQW

FKDQJH
�� /LDELOLWLHV

EQ�FRQVWDQW
5XEHO

LQ
SHUFHQW

FKDQJH
��

%DQN�UHVHUYHV ������ ������ ����� 'HPDQG�GHSRVLWV ������� ������ �������
)RUHLJQ�DVVHWV ����� ����� ����� 7LPH�DQG�VDYLQJV

GHSRVLWV ������� ������ ������
&ODLPV�RQ�JHQHUDO
JRYHUQPHQW ����� ����� �����

'HSRVLWV�ZLWK
WHPSRUDULO\
VXVSHQGHG�DFFHVV ������� ������� ������

&ODLPV�RQ�QRQ�
ILQDQFLDO
JRYHUQPHQW
HQWHUSULVHV ������ ������ �����

)RUHLJQ�FXUUHQF\
GHSRVLWV�DQG�RWKHU
IRUHLJQ�OLDELOLWLHV
0RQH\�PDUNHW
LQVWUXPHQWV

������

������

������

�������

������

������
&ODLPV�RQ�SULYDWH
VHFWRU ����� ����� �����

*HQHUDO�JRYHUQPHQW
GHSRVLWV

������� ������� �������
&ODLPV�RQ
ILQDQFLDO
LQVWLWXWLRQV ������� ������ �����

&UHGLW�IURP
PRQHWDU\
DXWKRULWLHV ������� ������ �����
2WKHU�LWHPV �������� ������� ������
&DSLWDO�DFFRXQWV ������� ������ ������

7RWDO ����� ��� ����� 7RWDO ������ ��� ������
6RXUFH�� 5866,$1� (8523($1� &(175(� )25� (&2120,&� 32/,&<� �����F��� QRPLQDO� ILJXUHV
ZHUH�GHIODWHG�XVLQJ�WKH�LQFUHDVH�LQ�WKH�&3,�GXULQJ�-XO\������WKURXJK�$SULO������
���'HQRWHV�WKH�SHUFHQWDJH�FKDQJH�RI� WKH�UHVSHFWLYH�DVVHW�RU� OLDELOLW\� LQ� UHDO� WHUPV�GXULQJ�-XO\�����
DQG�$SULO������

7R�VKHG�VRPH�OLJKW�RQ�LW��D�VLPSOH�HTXDWLRQ�UHSUHVHQWLQJ�WKH�PDUNHW�IRU�UHDO
OHQGLQJ� ZDV� HVWLPDWHG� RQ� WKH� EDVLV� RI� PRQWKO\� GDWD� IRU� WKH� SHULRG� IURP� -DQXDU\
����� WKURXJK�0D\� ������ 5HDO� OHQGLQJ� WR� WKH� SULYDWH� VHFWRU� �FUSUL�� ZDV� UHJUHVVHG
DJDLQVW�D�FRQVWDQW��VHDVRQDOO\�DGMXVWHG�UHDO�LQGXVWULDO�SURGXFWLRQ��LSU��DV�D�SUR[\�IRU
UHDO�*'3��ZKLFK� LV�QRW�DYDLODEOH�RQ�D�PRQWKO\�EDVLV�� WKH�QRPLQDO� OHQGLQJ� LQWHUHVW
UDWH��OHQGU���LQIODWLRQ��FSL����DQG�WKH�VWRFN�RI�UHDO�ORDQV�RI�WKH�SUHYLRXV�PRQWK
�FUSUL��W�����WDEOH����

6LQFH�ERWK�GHPDQG�IRU�DQG�VXSSO\�RI�ORDQV�WHQGV�WR�LQFUHDVH�ZLWK�LQFUHDVLQJ
UHDO� HFRQRPLF�DFWLYLW\�� WKH�H[SHFWHG� VLJQ� IRU� LQGXVWULDO� SURGXFWLRQ� LV� SRVLWLYH��)RU
WKH� UHDVRQV� GLVFXVVHG�� WKH� H[SHFWHG� VLJQ� IRU� WKH� OHQGLQJ� UDWH� LV� DPELJXRXV�� 7KH
������������������������������ ����������������������������
��7KH�SURGXFHU�SULFH�LQGH[��33,��PD\�EH�D�EHWWHU�PHDVXUH�RI�LQIODWLRQ�LQ�D�ORDQ�PDUNHW�PRGHO�WKDQ�WKH
&3,��+RZHYHU��ZKHQ�WKH�33,�ZDV�XVHG�LQ�WKH�HVWLPDWLRQV��WKH�VWDWLVWLFDO�VLJQLILFDQFH�GHFOLQHG
GUDPDWLFDOO\��7KHUHIRUH�WKH�&3,�ZDV�XVHG�
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H[SHFWHG� VLJQ� IRU� LQIODWLRQ� LV� DOVR� DPELJXRXV�� XQGHU� QRUPDO� FRQGLWLRQV�� LQIODWLRQ
ZRXOG� WHQG� WR� LQFUHDVH� WKH� GHPDQG� IRU� UHDO� ORDQV� EHFDXVH� LQIODWLRQ� UHGXFHV� WKHLU
FRVW��6LPLODUO\��LQIODWLRQ�ZRXOG�WHQG�WR�GHFUHDVH�WKH�VXSSO\�RI�UHDO�ORDQV�

7DEOH���
5XVVLD��5HJUHVVLRQ�UHVXOWV�RI�WKH�PDUNHW�IRU�ORDQV�-DQXDU\�������0D\������
'HSHQGHQW�YDULDEOH��&KDQJH�RI�UHDO�OHQGLQJ�WR�WKH�SULYDWH�VHFWRU��GFUSUL���
����REVHUYDWLRQV�
,QGHSHQGHQW
9DULDEOHV�

FRQVWDQW GLSU GOHQGU GFSL GFUSUL��W��� PD

(VWLPDWHG
&RHIILFLHQWV� ����� ����� ������ ������ ����� �����
W�VWDWLVWLFV� ��� ��� ���� ���� ��� �������
5���������$GM��5����������6�(�(����������'�:��������)�VWDWLVWLF���������4�VWDWLVWLF
�XS�WR����ODJV���������%UHXVFK�*RGIUH\�/0�WHVW����ODJV�������
6RXUFH��RZQ�FDOFXODWLRQV�
���9DULDEOHV�WUDQVIRUPHG�LQWR�ILUVW�GLIIHUHQFHV�

$OO� GDWD� ZHUH� WDNHQ� IURP� 5866,$1� (8523($1� &(175(� )25
(&2120,&�32/,&<������F���3ULRU�WHVWV�RI�WKHVH�YDULDEOHV�UHYHDOHG�WKDW�WKH\�DUH
XQLW�URRW�QRQVWDWLRQDU\��6LQFH�LW�DSSHDUHG�WKDW�WKH�YDULDEOHV�DUH�LQWHJUDWHG�SURFHVVHV
RI�ILUVW�RUGHU�WKH\�ZHUH�GLIIHUHQFHG�RQFH��,Q�DGGLWLRQ��D�PRYLQJ�DYHUDJH�WHUP�RI�ILUVW
RUGHU��PD��ZDV�DGGHG�WR�LPSURYH�WKH�VWDWLVWLFDO�ILW�

5DWKHU�VXUSULVLQJO\��WKH�REWDLQHG�VLJQV�RI�WKH�HVWLPDWHG�FRHIILFLHQWV�VXJJHVW
WKDW�OHQGLQJ�WR�WKH�SULYDWH�VHFWRU�E\�5XVVLD¶V�FRPPHUFLDO�EDQNV�GXULQJ�WKLV�SHULRG�RI
JUHDW� LQVWDELOLW\� DQG� XQFHUWDLQW\� EHKDYHG� UHODWLYHO\� ³QRUPDO³�� L�H�� FDXWLRXVO\�� HYHQ
VLPLODU� WR� WKH� EHKDYLRU� WKDW� FRXOG� EH� H[SHFWHG� LQ� DQ� DGYDQFHG� LQGXVWULDO� FRXQWU\�
/HQGLQJ� LQFUHDVHG�ZLWK� D� ULVH� RI� HFRQRPLF� DFWLYLW\�� DOEHLW� YHU\� OLWWOH�� ,W� GHFUHDVHG
ZLWK� D� ULVH� RI� WKH� OHQGLQJ� UDWH�� VXJJHVWLQJ� WKDW� GHPDQG� ZDV� VRPHZKDW� LQWHUHVW
VHQVLWLYH�DQG�RU� WKDW� VXSSO\�ZDV�FKDUDFWHUL]HG�E\� VRPH�FUHGLW� UDWLRQLQJ��+RZHYHU�
WKLV� VWDWLVWLFDOO\� VLJQLILFDQW� DGYHUVH� UHVSRQVH� RI� OHQGLQJ� WR� D� ULVH� RI� WKH� OHQGLQJ
LQWHUHVW�UDWH�ZDV�DOVR�YHU\�VPDOO��1HYHUWKHOHVV��LW�FDVWV�VRPH�GRXEW�RQ�WKH�K\SRWKHVLV
WKDW�WKH�GHPDQG�IRU�DQG�VXSSO\�RI�SULYDWH�VHFWRU�ORDQV�ZDV�FRPSOHWHO\�LQVHQVLWLYH�WR
WKH�LQWHUHVW�UDWH�DQG�WKDW�LQWHUHVW�RQ�ORDQV�ZDV�VLPSO\�IXOO\�FDSLWDOL]HG�DQG�QRW�SDLG�
7KH� UHJUHVVLRQ� DOVR� VKRZV� D� VWDWLVWLFDOO\� VLJQLILFDQW� DGYHUVH� UHVSRQVH� RI� EDQNV¶
OHQGLQJ�WR�LQIODWLRQ��DOWKRXJK�DOVR�YHU\�VPDOO��,W�PD\�LQGLFDWH�WKDW�GHVSLWH�WKH�ODUJH
FUHGLWV�EDQNV�UHFHLYHG�IURP�WKH�FHQWUDO�EDQN��WKH\�ZHUH�VRPHZKDW�DSSUHKHQVLYH�WR
OHQG�XQGHU�FLUFXPVWDQFHV�RI� LQFUHDVHG�PDFURHFRQRPLF� LQVWDELOLW\�DQG�ZLWKGUDZDOV
RI�GHSRVLWV��+RZHYHU�� WKH� UHODWLYHO\� ODUJH� FRHIILFLHQW� RI� WKH� ODJJHG� FUHGLW� YDULDEOH
PDNHV�FOHDU�WKDW�WKH�SUHYLRXV�SHULRG¶V�VWRFN�RI�ORDQV�ODUJHO\�GHWHUPLQHG�WKH�FXUUHQW
SHULRG¶V�VWRFN�RI�GHEW��+HQFH��GHVSLWH�EDQNV¶�DSSUHKHQVLRQ�WRZDUGV�QHZ�OHQGLQJ�LQ
FDVH�RI�LQFUHDVLQJ�LQWHUHVW�UDWHV�DQG�LQIODWLRQ��ERUURZHUV�PD\�KDYH�KDG�VRPH�SRZHU
WR�IRUFH�EDQNV�LQWR�SURORQJLQJ�QRQ�SHUIRUPLQJ�ORDQV�
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E� (FRQRPLF�FRVWV�RI�WKH�EDQNLQJ�FULVLV

7KH� HFRQRPLF� FRVWV� RI� WKH� EDQNLQJ� FULVLV� �GLUHFW� ORVVHV� VXFK� DV� D� ORVV� RI
GHSRVLWV�� DQG� LQGLUHFW� ORVVHV� VXFK� DV� RXWSXW� ORVVHV�� D� FRQWULEXWLRQ� WR� GHYDOXDWLRQ
H[SHFWDWLRQV�� KLJKHU� LQIODWLRQ�� DQG� RWKHU� H[WHUQDOLWLHV� VXFK� DV� GHWHUUHG� IRUHLJQ
LQYHVWPHQW�� FRXOG�EH�YHU\� VXEVWDQWLDO�� DOWKRXJK� WKH\� DUH� GLIILFXOW� WR� TXDQWLI\��7KH
GUDPDWLF�RXWSXW�GHFOLQH�EHJDQ�LQ�-DQXDU\������DQG�HQGHG�DERXW�LQ�6HSWHPEHU������
ZKLFK� LV� RQO\� RQH�PRQWK� DIWHU� WKH� EDQNLQJ� FULVLV� KDG� LWV� SHDN�ZLWK� WKH� WUDQVLWRU\
EUHDNGRZQ� RI� WKH� SD\PHQWV� V\VWHP� DQG� RI� QHZ� OHQGLQJ�� 7KLV� IDFW� FRXOG� HYHQ� EH
XVHG� LQ� IDYRU�RI� WKH�ZHOO� NQRZQ�K\SRWKHVLV� WKDW� D�EDQNLQJ� FULVLV� LQ�5XVVLD�ZRXOG
SUREDEO\�QRW�KDYH�D�ELJ�LPSDFW�RQ�WKH�UHDO�HFRQRP\�VLPSO\�EHFDXVH�WKH�VL]H�RI�WKH
EDQNLQJ�V\VWHP� LV� UHODWLYHO\� VPDOO� DQG� VLQFH� WKH�GHJUHH�RI�PRQHWL]DWLRQ� LV� VR� ORZ
�WKH� UHODWLRQ� RI� 0�� WR� *'3� VWRRG� DW� PHUHO\� DERXW� ��� SHUFHQW� LQ� PLG� ������
+RZHYHU��WKHUH�KDG�DOUHDG\�EHHQ�LPSRUWDQW�EDQN�IDLOXUHV�HDUOLHU�GXULQJ�WKH�\HDU��H�J�
7RNREDQN� LQ� 0D\� ������ ZKLFK� SUHFHGHG� GUDVWLF� SURGXFWLRQ� GHFOLQHV� LQ� VHYHUDO
VHFWRUV� DQG� ZKLFK� FRQWULEXWHG� WR� D� ORVV� RI� FRQILGHQFH�� UDLVLQJ� GHYDOXDWLRQ
H[SHFWDWLRQV�� 'LUHFW� ORVVHV�� LQFXUUHG� E\� GRPHVWLF� UHVLGHQWV� ZLWK� 5XEHO� GHSRVLWV�
DSSHDU� WR� KDYH� EHHQ� OLPLWHG��� ORVVHV� RQ� WKH� SDUW� RI� IRUHLJQ� FXUUHQF\� GHSRVLWRUV
�SULYDWH� DQG� LQVWLWXWLRQV�� UHVLGHQWV� DQG� QRQUHVLGHQWV�� RFFXUUHG� DQG� DSSHDU� WR� KDYH
EHHQ� VXEVWDQWLDO���7KH�ZHDNQHVV�RI� WKH� EDQNLQJ� V\VWHP�SULRU� WR� WKH� RSHQ� FULVLV� LQ
$XJXVW�6HSWHPEHU������FRQWULEXWHG�WR�H[SHFWDWLRQV�RI�GHYDOXDWLRQ�DQG� WKXV� WR� WKH
H[WHQW�RI�WKH�ODUJH�UHDO�GHYDOXDWLRQ�DQG�WKH�VXUJH�RI�LQIODWLRQ��+HQFH��WKH�ORVVHV�GXH
WR� LQIODWLRQ�� LQFOXGLQJ� WKHLU� UHGLVWULEXWLRQDO� FRQVHTXHQFHV�� KDYH� WR� EH� FRQVLGHUHG�
3HUKDSV�PRVW�LPSRUWDQWO\��KRZHYHU��WKHUH�PD\�EH�VXEVWDQWLDO�FRVWV�LQ�IRUP�RI�D�ORQJ
ODVWLQJ� DGYHUVH� HIIHFW� RQ� WKH� FRQILGHQFH�RI�GRPHVWLF� DQG� IRUHLJQ� HFRQRPLF� DJHQWV
LQWR�ILQDQFLDO�LQWHUPHGLDWLRQ�LQ�5XVVLD�ZLWK�IDU�UHDFKLQJ�DGYHUVH�HIIHFWV�RQ�VDYLQJV�
LQYHVWPHQW�DQG�RWKHU�PDFUR��DQG�PLFURHFRQRPLF�YDULDEOHV�

F��$SSURDFK�RI�WKH�DXWKRULWLHV

6LQFH�DW� WKH�RXWVHW�RI�D�EDQNLQJ� FULVLV� LW� LV� GLIILFXOW� WR�GLVWLQJXLVK�EHWZHHQ
LQVROYHQW� EDQNV� DQG� WHPSRUDULO\� LOOLTXLG� RQHV�� WKH�&HQWUDO�%DQN� RI� 5XVVLD� �&%5�
PHW�LWV�OHQGHU�RI�ODVW�UHVRUW�IXQFWLRQ�E\�SURYLGLQJ�OLTXLGLW\�WR�PRVW�EDQNV�WKDW�IDFHG

������������������������������ ����������������������������
��8QWLO�0D\������DERXW����WR����SHUFHQW�RI�5XEHO�GHSRVLWV�DW�FRPPHUFLDO�EDQNV�ZHUH�WUDQVIHUUHG�WR
WKH�6EHUEDQN��ZKLFK�UHPDLQV�OLTXLG�GXH�WR�WKH�&%5¶V�JXDUDQWHH�RI�KHU�GHSRVLWV��7KH�6EHUEDQN¶V
VKDUH�LQ�WRWDO�5XEHO�GHQRPLQDWHG�GHSRVLWV�LQFUHDVHG�IURP�FORVH�WR����SHUFHQW�EHIRUH�WKH�FULVLV�WR
QHDUO\����SHUFHQW�LQ�6XPPHU������
��)RUHLJQ�FXUUHQF\�GHSRVLWRUV�KDYH�LQFXUUHG�ORVVHV��EHFDXVH�HLWKHU�WKH\�ZHUH�WUDQVIHUUHG�WR�WKH
6EHUEDQN�ZKR�KDG�WR�FRQYHUW�WKHP�LQWR�5XEHOV�XVLQJ�WKH�H[FKDQJH�UDWH�RI�6HSWHPEHU����������RU�WKH\
ZHUH�QRW�WUDQVIHUUHG�DQG�SDUWO\�RU�FRPSOHWHO\�ORVW��6HYHUDO�EDQNV�HYLGHQWO\�HQJDJHG�LQ�DVVHW�VWULSSLQJ
ZKLFK�VWLOO�FRQWLQXHV��$�SRSXODU�PHWKRG�RI�WKLV�SUDFWLFH�DSSDUHQWO\�KDV�EHFRPH�WKH�HVWDEOLVKPHQW�RI
QHZ�EDQNV�WKDW�WDNH�RYHU�DVVHWV�EXW�QRW�OLDELOLWLHV��7KLV��KRZHYHU��LV�SRVVLEOH�RQO\�XQGHU�WKH�FRQGLWLRQ
RI�ODFNLQJ�SURSHUW\�ULJKWV�DQG�ZHDN�ODZ�HQIRUFHPHQW�
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OLTXLGLW\�SUREOHPV�VR�DV�WR�PLWLJDWH�IXUWKHU�DGYHUVH�HIIHFWV��7KXV��VLQFH�WKH�FULVLV�WKH
&%5�
��DOORZHG�EDQNV�WR�GUDZ�RQ�WKHLU�UHVHUYH�UHTXLUHPHQWV�WR�PDNH�SD\PHQWV�
��VXSSRUWHG�RII�VHWV�RI�OLDELOLWLHV�EHWZHHQ�EDQNV�
��SURYLGHG�³VWDELOL]DWLRQ�FUHGLWV³�WR�SUREOHP�EDQNV�
��JXDUDQWHHG�WKH�GHSRVLWV�RI�WKH�UHODWLYHO\�ODUJH�VWDWH�RZQHG�6EHUEDQN��DQG
��DOORZHG�GHSRVLWRUV�RI�RWKHU����EDQNV�WR�WUDQVIHU�WKHLU�VDYLQJV�WR�6EHUEDQN���
7KHVH�PHDVXUHV�ZHUH��KRZHYHU��DVVRFLDWHG�ZLWK�VHULRXV�IODZV�EHFDXVH�WKLV�SURFHVV
ZDV�QHLWKHU�WUDQVSDUHQW�QRU�RUGHUO\����3HUKDSV�PRUH�FUXFLDOO\��WKH�&%5��ZKR�KDV�WKH
UHVSRQVLELOLW\� IRU� EDQNLQJ� VXSHUYLVLRQ�� DQG� WKH� JRYHUQPHQW� IDLOHG� WR� LPSOHPHQW
SURPSWO\� ERWK� D� WUDQVSDUHQW� EDQN� UHVWUXFWXULQJ� SURJUDP� DQG� LPSURYHPHQW� DQG
HQIRUFHPHQW� RI� SUXGHQWLDO� UHJXODWLRQV� IRU� EDQNV�� 7KH� JRYHUQPHQW� IDLOHG� WR
LPSOHPHQW� SURPSWO\� DQ� LQGLVSHQVDEOH� SURJUDP� WR� GHDO� ZLWK� EDQN� GHEWRUV�� L�H�
UHVWUXFWXULQJ� RI� QRQ�ILQDQFLDO� HQWHUSULVHV�� DQG� HQIRUFHPHQW� RI� OLDELOLW\� IRU� DQ\
RYHUGXH�GHEW�ZLWK�SURSHUW\�RI�WKH�GHEWRU����7KLV�ODFN�RI�DFWLRQ�UHLQIRUFHG�LQFHQWLYHV
IRU�EDQN�PDQDJHPHQWV�DQG�WKHLU�RZQHUV�WR�³JDPEOH�IRU�UHVXUUHFWLRQ³�RI�WKHLU�EDQNV�
(YHQ�LI�WDEOH���DQG�WKH�DERYH�UHJUHVVLRQ�PD\�FDVW�VRPH�GRXEW�RQ�WKH�K\SRWKHVLV�WKDW
EDQNV�LQFUHDVHG�OHQGLQJ�WR�EDG�GHEWRUV��WKH�GHOD\�LQ�DGRSWLQJ�D�UHVWUXFWXULQJ�SODQ�LQ
FRQQHFWLRQ� ZLWK� ERWK� OHQLHQF\� RI� WKH� FHQWUDO� EDQN� UHJDUGLQJ� WKH� YLRODWLRQ� RI
SUXGHQWLDO� UXOHV� DQG� LWV� JHQHURXVO\� JUDQWHG� ³VWDELOL]DWLRQ� FUHGLWV³�� PRVW� RI� ZKLFK
KDYH� EHHQ� XQFROODWHUDOL]HG�� KDV� FDXVHG� DGYHUVH� LQFHQWLYHV� IRU� EDQN�PDQDJHPHQWV
DQG�RU� WKHLU� RZQHUV�� 7KHVH� LQFHQWLYHV� UHIHU� WR� WDNH� KLJK� ULVNV�� GLVWULEXWH� SURILWV
GHVSLWH� LQVROYHQF\�� SURORQJ� QRQ�SHUIRUPLQJ� ORDQV� LQVWHDG� RI� UHVWUXFWXULQJ� WKHP
DQG�RU�ZULWLQJ�WKHP�RII��HQJDJH�LQ�DVVHW�VWULSSLQJ�DQG�OREE\LQJ�IRU�VWDWH�VXSSRUW�

2QO\�LQ�PLG�������DERXW����PRQWKV�DIWHU�WKH�RSHQ�EDQNLQJ�FULVLV�EHJDQ��WKH
DXWKRULWLHV� GHYHORSHG� D� EDQN� UHVWUXFWXULQJ� VWUDWHJ\�� ,W� DSSHDUV� WR� FRQVLVW� RI� WKUHH
PDLQ�HOHPHQWV�
�� D� UHVWUXFWXULQJ� RI� UHODWLYHO\� ODUJH� SUREOHP� EDQNV� ZLWK� WKH� KHOS� RI� D� VSHFLDO
³$JHQF\�IRU�5HVWUXFWXULQJ�&UHGLW�2UJDQL]DWLRQV³��$5&2���HVWDEOLVKHG�LQ�ODWH������
DQG� RQ� WKH� EDVLV� RI� D� EURDGHQHG� OHJDO� EDVLV��7KH� ODWWHU� LPSURYHV� VXEVWDQWLDOO\� WKH
UXOHV� JRYHUQLQJ� VXSHUYLVLRQ�� UHVWUXFWXULQJ� DQG� EDQNUXSWF\� RI� EDQNV� DQG� LW� GHILQHV
WKH� GXWLHV� DQG� SRZHUV� RI� ERWK� WKH� FHQWUDO� EDQN� DQG�$5&2� UHJDUGLQJ� LGHQWLI\LQJ�
VXSHUYLVLQJ�� UHVWUXFWXULQJ� RU� OLTXLGDWLQJ� SUREOHP�EDQNV� �5XVVLDQ�(XURSHDQ�&HQWHU
IRU� (FRQRPLF� 3ROLF\� �����G��� 7KHVH� UXOHV� LPSO\� WKDW� EDQNV� WKDW� IXOILOO� FHUWDLQ
FULWHULD�UHJDUGLQJ�WKHLU�VL]H�DQG�ILQDQFLDO�SUREOHPV�QHHG�WR�EH�UHIHUUHG�WR�$5&2�E\
WKH� FHQWUDO� EDQN�� 7KH� FHQWUDO� EDQN� KDV� WR� GLVIUDQFKLVH� WKH� UHVSHFWLYH� EDQN¶V
������������������������������ ����������������������������
���6HH��IRU�LQVWDQFH��5XVVLDQ�(XURSHDQ�&HQWUH�IRU�(FRQRPLF�3ROLF\��������DQG������D��
���7KHUH�ZDV�OLWWOH�FRQWURO�RYHU�WKH�XVH�RI�WKH�IXQGV�SURYLGHG��WKH�FULWHULD�UHJDUGLQJ�WKH�VHOHFWLRQ�RI
EDQNV�WKDW�UHFHLYHG�VXSSRUW�ZHUH�QRW�GHILQHG��DQG�WKH�WUDQVIHU�RI�GHSRVLWV�IURP�FRPPHUFLDO�EDQNV�WR
WKH�6EHUEDQN�KDV�LQ�PDQ\�FDVHV�QRW�EHHQ�DVVRFLDWHG�ZLWK�D�WUDQVIHU�RI�DVVHWV�WR�6EHUEDQN�RI�HTXDO
PDUNHW�YDOXH��7R�VRPH�H[WHQW�WKHVH�SUREOHPV�PD\�KDYH�EHHQ�WKH�UHVXOW�RI�SROLWLFDO�LQIOXHQFHV�RQ�WKH
&%5�
���$OWKRXJK�WKH�LPSURYHG�EDQNUXSWF\�ODZ��ZKLFK�FDPH�LQWR�HIIHFW�LQ�0DUFK�������FDXVHG�D
VXEVWDQWLDO�LQFUHDVH�LQ�WKH�QXPEHU�RI�EDQNUXSWFLHV��PDQ\�HQWHUSULVHV��SDUWLFXODUO\�ODUJH�RQHV��ODUJH
GHEWRUV�WR�HQHUJ\�SURGXFHUV��DQG�DOVR�WKH�ODWWHU��FRQWLQXH�WR�HQMR\�OHQLHQF\�
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VKDUHKROGHUV� IURP� WKH� EDQN� DQG� PD\� UHSODFH� PDQDJHPHQW� E\� D� WHPSRUDU\� RQH�
$5&2�ZLOO�WKHQ�GHFLGH��ZLWKLQ�D����GD\�SHULRG��ZKHWKHU�WR�PDQDJH�RU�OLTXLGDWH�WKH
EDQN�� ,I� LW� GHFLGHV� WR� WDNH� RYHU� WKH� EDQN� �ZKLFK� LV� SRVVLEOH� RQO\� ZLWKLQ� LWV� YHU\
OLPLWHG�ILQDQFLDO�PHDQV���DQG�IRU�D�PD[LPXP�SHULRG�RI� IRXU�\HDUV�� LW�KDV� WR� ILOH�D
ODZVXLW�DJDLQVW�WKH�RZQHUV�RI�WKH�EDQN�VR�DV�WR�KROG�WKHP�ILQDQFLDOO\�OLDEOH��$5&2¶V
JRDO� LV� GHILQHG� DV� UHVWUXFWXULQJ� WKH� EDQNLQJ� VHFWRU� YLD� ILQDQFLDO� UHKDELOLWDWLRQ� DQG
OLTXLGDWLRQ� RI� EDQNV�� $5&2¶V� ULJKWV� DUH� GHILQHG� DV� WKRVH�� ZKLFK� DUH� LQ� WKH
FRPSHWHQFH� RI� WKH� EDQN¶V� JHQHUDO� VKDUHKROGHU¶V� PHHWLQJ�� +RZHYHU�� WKH� ODZ� DOVR
GHWHUPLQHV� WKDW�$5&2�PD\� UHPRYH� WKH�EDQN¶V�PDQDJHPHQW� IRU�D�SHULRG�RI�XS� WR
RQH�PRQWK�RQO\��7KLV�LV�QRW�FRQVLVWHQW�ZLWK�WKH�SURYLVLRQ�WKDW�$5&2�LV�HQWLWOHG�WR
DVVXPH�WKH�ULJKWV�RI�WKH�JHQHUDO�VKDUHKROGHU¶V�PHHWLQJ��$5&2�FDQ�DSSHDO�LQ�FRXUW
WKRVH�WUDQVDFWLRQV�RI�D�EDQN��ZKLFK�WRRN�SODFH�XS�WR�WKUHH�\HDUV�SULRU�WR�WKH�WUDQVIHU
RI�WKH�EDQN�WR�$5&2��7KXV��VRPH�RI�WKH�DVVHW�VWULSSLQJ�WKDW�RFFXUUHG�PD\�SRVVLEO\
EH�UHYHUVHG��&UHGLWRUV�DUH�GH�IDFWR�WUHDWHG�VXFK�WKDW�WKH\�KDYH�D�FKRLFH�HLWKHU�WR�UROO
RYHU� WKHLU� FODLP� LQ� WKH� KRSH� WKDW� $5&2�ZLOO� LPSURYH� WKH� EDQN¶V� VROYHQF\� RU� WR
UHFHLYH�WKH�³EDQNUXSWF\�YDOXH³�RI�WKHLU�FODLP��6LQFH�WKH�ODWWHU�LV��RI�FRXUVH��GLIILFXOW
WR� GHWHUPLQH�� FUHGLWRUV� DUH� OLNHO\� WR� IROORZ� $5&2V� SURSRVDOV� IRU� D� EDQN¶V
UHVWUXFWXULQJ� EHFDXVH� RWKHUZLVH� WKH\� ULVN� ORRVLQJ� WKHLU� GHSRVLW�� *RYHUQPHQW
DXWKRULWLHV�DUH�QRW�DOORZHG�WR�LQWHUYHQH�LQ�WKH�ODZIXO�DFWLYLWLHV�RI�$5&2�
��7KH�SROLF\�RI�D� WUDQVIHU�RI�GHSRVLWV� IURP� WKRVH�SUREOHP�EDQNV� WKDW� KDYH�QRW� \HW
EHHQ� UHVWUXFWXUHG� E\� $5&2� WR� WKH� VWDWH�RZQHG� 6EHUEDQN� LV� FRQWLQXHG�� 6LQFH� WKH
RXWEUHDN� RI� WKH� RSHQ� EDQNLQJ� FULVLV� WKHVH� WUDQVIHUV� ZHUH�� KRZHYHU�� RIWHQ� QRW
DVVRFLDWHG�ZLWK�DGHTXDWH� WUDQVIHUV�RI�DVVHWV�HYHQ� LQ� WKRVH�FDVHV�ZKHUH�DVVHWV�ZHUH
DYDLODEOH�� 7KH� GRPLQDWLQJ� 6EHUEDQN� LV� SODQQHG� WR� EH� VXEPLWWHG� WR� LQWHUQDWLRQDO
DXGLWLQJ�DQG�D�JRYHUQPHQW¶V�EXVLQHVV�VWUDWHJ\�
��)RUPDO� LQWURGXFWLRQ�RI�GHSRVLW� LQVXUDQFH� IRU� DOO� EDQNV��$� ³/DZ�RQ�JXDUDQWHH�RI
EDQN�GHSRVLWV�RI�FLWL]HQV³�SURYLGHV�IRU�GHSRVLW�LQVXUDQFH�ZLWK�EURDG�FRYHUDJH��,W�LV
ILQDQFHG�E\�UHODWLYHO\�ORZ�FRQWULEXWLRQV�IURP�EDQNV�DQG�E\�D�JRYHUQPHQW�JXDUDQWHH�
,QVXUDQFH�SUHPLXPV�GR�QRW�DSSHDU�WR�GHSHQG�RQ�WKH�ULVNLQHVV�RI�D�EDQN¶V�DVVHWV�

2Q� SDSHU� WKHVH� UXOHV� LQGLFDWH� D� UHPDUNDEOH� EUHDFK� ZLWK� WKH� ODLVVH]�IDLUH
DSSURDFK� DQG� IRUEHDUDQFH� H[HUFLVHG� E\� WKH� 5XVVLDQ� DXWKRULWLHV� DQG� FHQWUDO� EDQN
GXULQJ�WKH�ILUVW����PRQWKV�RU�VR�DIWHU�WKH�RXWEUHDN�RI�WKH�RSHQ�EDQNLQJ�FULVLV��7KLV
ODLVVH]� IDLUH� RFFXUUHG� GHVSLWH� WKH� HPSLULFDO� HYLGHQFH� WKDW� VXJJHVWV� WKDW� LW� LV
LPSRUWDQW� WR� UHDFW� VZLIWO\� WR� D� EDQNLQJ� FULVLV� ZLWK� WKH� LPSOHPHQWDWLRQ� RI� D
UHVWUXFWXULQJ� SODQ� LQ� RUGHU� WR� DYRLG� WKH� PHQWLRQHG� DGYHUVH� HIIHFWV� �']LREHN� DQG
3D]DUEDVLRJOX���������*LYHQ��KRZHYHU��WKDW�D�UHVWUXFWXULQJ�DSSURDFK�KDV�ILQDOO\�EHHQ
DGRSWHG�WKH�TXHVWLRQ�LV�ZKHWKHU�WKLV�DSSURDFK�LV�OLNHO\�WR�SURYLGH�IRU�D�V\VWHPDWLF�
WUDQVSDUHQW��DQG�HTXLWDEOH�UHVWUXFWXULQJ�SURFHVV�RI�SUREOHP�EDQNV�DQG�EDQN�GHEWRUV"

������������������������������ ����������������������������
���$5&2�ZDV�FDSLWDOL]HG�ZLWK����ELOOLRQ�5XEHO��DERXW������SHUFHQW�RI�H[SHFWHG�*'3�LQ�������7KH
DPRXQW�QHHGHG�WR�UHVWRUH�VROYHQF\�RI�WKH�ODUJHVW����EDQNV�ZDV�HVWLPDWHG�WR�DPRXQW�WR�DW�OHDVW�RYHU
����ELOOLRQ�5XEHO��DERXW�����SHUFHQW�RI�H[SHFWHG�*'3��+RZHYHU��$5&2�LV�HQWLWOHG�WR�H[WHQG
JXDUDQWHHV�LQ�WKH�QDPH�RI�WKH�5XVVLDQ�)HGHUDWLRQ��6LQFH�WKH�YDOXH�RI�VXFK�JXDUDQWHHV�LV�XQFHUWDLQ��LW
LV�DOVR�XQFOHDU�WR�ZKDW�H[WHQW�WKLV�FRXOG�LQFUHDVH�LWV�ILQDQFLDO�SRZHU�
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7KH�DSSURDFK�PD\�EH�HYDOXDWHG� DV�EHLQJ� D� FHQWUDOL]HG�RQH�� VLQFH�RQO\�RQH
DJHQF\��$5&2��KDV�WR�GHFLGH�RQ�WKH�YLDELOLW\�DQG�UHVWUXFWXULQJ�RI�DOO�SUREOHP�EDQNV
WKDW�KDYH�EHHQ�LGHQWLILHG�E\�WKH�FHQWUDO�EDQN��7KHUH�LV��KRZHYHU��DOVR�DQ�LPSRUWDQW
GHFHQWUDOL]HG�DVSHFW� WR� WKH� H[WHQW� WKDW�$5&2�GHFLGHV� WR� OHDYH�EDG�GHEW� LQ�EDQNV¶
EDODQFH� VKHHWV�� 7KH� EDG� GHEW� ZRXOG� WKXV� QHHG� WR� EH� KDQGOHG� E\� WKH� QHZ� RU� ROG
PDQDJHPHQW�RI�WKH�UHVSHFWLYH�SUREOHP�EDQN�DQG�QRW�EH�WUDQVIHUUHG�WR�D�VSHFLDO�ORDQ
FROOHFWLRQ� DJHQF\��$OWKRXJK� WKHVH� FKDUDFWHULVWLFV� RI� WKH� UHVWUXFWXULQJ� SODQ� DUH� QRW
LQFRQVLVWHQW� ZLWK� WKH� ³EHVW� SUDFWLFH� EDQN� UHVWUXFWXULQJ� SROLFLHV³� DWWHPSWHG� WR� EH
LGHQWLILHG�LQ�WKH�OLWHUDWXUH��LQ�SDUWLFXODU�']LREHN�DQG�3D]DUEDVLRJOX��������SS������
������WKHUH�DUH�DSSUHKHQVLRQV�DERXW�VHYHUDO�DVSHFWV�
��7KH�YHU\� OLPLWHG�KXPDQ�DQG�ILQDQFLDO� UHVRXUFHV�RI� WKH� OHDG�DJHQF\��$5&2��DQG
WKH� H[FOXVLRQ�RI�PRVW� RI�5XVVLD¶V� EDQNV� IURP� WKH� UHVWUXFWXULQJ� SURJUDP�RZLQJ� WR
WKHLU�UHODWLYH�VPDOO�VL]H�PD\�EH�LQ�FRQIOLFW�ZLWK�D�V\VWHPDWLF��XQLYHUVDOO\�HQIRUFHG�
HTXLWDEOH�DQG�FRPSUHKHQVLYH�UHVWUXFWXULQJ�SURFHVV�
��7KH�H[FOXVLRQ�RI� VPDOO�EDQNV� IURP� WKH� DSSURDFK� FRXOG� HYHQ� FUHDWH� ORRSKROHV�RI
UHVWUXFWXULQJ�
�� 'XH� WR� WKH� ODFN� RI� IXQGV� IRU� UHFDSLWDOL]DWLRQ�� EDQN� FORVXUH� FRXOG� EHFRPH
ZLGHVSUHDG�DPRQJ�WKH�UHODWLYHO\�VPDOO�JURXS�RI�ODUJHU�EDQNV�WKDW�DUH�VXEMHFW�WR�WKH
UHVWUXFWXULQJ�DSSURDFK��&ORVXUH�PD\�EHFRPH�D�IXQFWLRQ�QRW�RI�WKH�SRWHQWLDO�YDOXH�RI
D� EDQN� IRU�5XVVLD¶V� HFRQRPLF� GHYHORSPHQW� EXW� RI� RWKHU� GHWHUPLQDQWV� VXFK� DV� WKH
RUGHU�LQ�ZKLFK�EDQNV�ZHUH�UHIHUUHG�WR�$5&2�
��7KH�UHVWUXFWXULQJ�DSSURDFK�GRHV�QRW�H[SOLFLWO\�FRQVLGHU�WKH�SRWHQWLDO�FRQWULEXWLRQ
IRUHLJQ� EDQNV� DQG� IRUHLJQ� LQYHVWRUV� FRXOG�PDNH�� 2Q� WKH� FRQWUDU\�� UHVWULFWLRQV� IRU
IRUHLJQ� EDQNV� WR� SDUWLFLSDWH� LQ� WKH� 5XVVLDQ� EDQNLQJ� PDUNHW� FRQWLQXH� WR� DSSO\���
*LYHQ� WKDW� IRUHLJQ� EDQNV� KDYH� VRPH� HTXLW\� KROGLQJV� LQ� 5XVVLDQ� EDQNV� DQG� DUH
LPSRUWDQW� FUHGLWRUV�� LW� FRXOG� EH� H[SHFWHG� WKDW� WKH\� ZRXOG�� LQ� SULQFLSDO�� KDYH
LQFHQWLYHV�WR�SDUWLFLSDWH� LQ�D�UHFDSLWDOL]DWLRQ�VR�DV� WR�UHFRYHU�VRPH�RI� WKHLU�IRUPHU
DVVHWV���
�� $QRWKHU� SUREOHP� DSSHDUV� WR� EH� WKH� XQFODULW\� RI� WKH� ³/DZ� RQ� 5HVWUXFWXULQJ� RI
&UHGLW� ,QVWLWXWLRQV³� FRQFHUQLQJ� WKH� UHPRYDO�RI�EDQN�PDQDJHPHQWV��7KLV�PD\� EH� D
FUXFLDO� IODZ� LQ� WKH� UHVWUXFWXULQJ� DSSURDFK� VLQFH� LW� FDQ� LQKLELW� $5&2V� HIIHFWLYH
SRZHUV�WR�UHVWUXFWXUH�SUREOHP�EDQNV�
�� 7KH� UHVWUXFWXULQJ� DSSURDFK� GRHV� QRW� H[SOLFLWO\� FRQVLGHU� UHIRUPLQJ� WKH� LQWHUQDO
RSHUDWLRQV�RI�SUREOHP�EDQNV��VXFK�DV�ULVN�PDQDJHPHQW�V\VWHPV�
��7KH�SURSRVHG�GHSRVLW�LQVXUDQFH�DSSHDUV�WR�EH�IODZHG�PDLQO\�EHFDXVH�SUHPLXPV�E\
EDQNV�DUH�UHODWLYHO\�VPDOO��WKH\�DUH�QRW�ULVN�UHODWHG�DQG�HYHQ�LI�WKH�LQVXUDQFH�KDV�D
JXDUDQWHH�H[WHQGHG�E\�WKH�JRYHUQPHQW��LW�PD\�ODFN�FUHGLELOLW\�LI�WKH�JRYHUQPHQW�LV
LQVROYHQW�DQG�EDQNV¶�FRQWULEXWLRQV�VPDOO�

������������������������������ ����������������������������
���)RUHLJQ�LQYHVWPHQWV�LQ�WKH�5XVVLDQ�EDQNLQJ�VHFWRU�PD\�QRW�H[FHHG����SHUFHQW�RI�WKH�WRWDO�VWDWXWRU\
FDSLWDO�RI�EDQNV��,Q�PLG������WKHVH�LQYHVWPHQWV�DUH�HVWLPDWHG�WR�DPRXQW�WR�DERXW���SHUFHQW�
���6HYHUDO�DXWKRUV�KDYH�VWUHVVHG�WKLV�FRQWULEXWLRQ��6HH��IRU�LQVWDQFH��%XFK���������6WHLQKHUU�������
DQG�%XFK�DQG�+HLQULFK���������7KH�ODWWHU�VHH�WKH�SDUWLFLSDWLRQ�RI�IRUHLJQHUV�DV�D�PDMRU�SRWHQWLDO
VROXWLRQ�WR�WKH�5XVVLDQ�EDQNLQJ�FULVLV��SDUWLFXODUO\�LQ�OLJKW�RI�WKH�VHYHUH�ILVFDO�FRQVWUDLQWV��ZKLFK�OLPLW
WKH�5XVVLDQ�JRYHUQPHQW¶V�DELOLW\�WR�SURYLGH�IXQGV�IRU�UHFDSLWDOL]DWLRQ�
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��7KH�DSSURDFK�GRHV�QRW�H[SOLFLWO\�DGGUHVV�WKH�UHVWUXFWXULQJ�RI�ODUJH�LQVROYHQW�EDQN
GHEWRUV�DQG�WKH�VLJQDOV�WR�EH�VHQG�WR�GHOLQTXHQW�ERUURZHUV�
��)XUWKHU��WKH�DSSURDFK�GRHV�QRW�FRQVLGHU�WKH�SRWHQWLDO�UROH�RI�WKH�JRYHUQPHQW�RU�RI
$5&2�UHJDUGLQJ�WKH�SURPRWLRQ�RI�VDYLQJV�DQG�OHQGLQJ�LQ� WKH�PDQ\�UHJLRQV�ZKHUH
EDQNLQJ� LV� DEVHQW� RU� VHYHUHO\� XQGHUGHYHORSHG�� L�H�� WKH� LVVXH� RI� JRYHUQPHQW
VXSSRUWHG�³GHYHORSPHQW�EDQNLQJ³�LV�QRW�DGGUHVVHG�
��)LQDOO\��GHFLVLRQV�RQ�WKH�GDQJHURXVO\�GRPLQDQW�JRYHUQPHQW�RZQHG�6EHUEDQN�KDYH
EHHQ�SRVWSRQHG�

,Q� VXP�� HYHQ� WKRXJK� WKH� OHJLVODWLYH� DSSURDFK� DGRSWHG� E\� WKH� DXWKRULWLHV� LQ
PLG� ����� LV� DQ� DEDQGRQPHQW� RI� WKH� ODLVVH]� IDLUH� SROLF\� UHVSRQVH� WR� WKH� EDQNLQJ
FULVLV��LW�DSSHDUV�WR�KDYH�VHYHUDO�LPSRUWDQW�GUDZEDFNV��%HIRUH�GLVFXVVLQJ�DVSHFWV�RI
D� FRPSUHKHQVLYH� EDQNLQJ� UHVWUXFWXULQJ� SURJUDP� LQ� VHFWLRQ� ��� WKH� IROORZLQJ� WZR
VHFWLRQV�EULHIO\�UHYLHZ�PRGHUQ�WKHRUHWLFDO�DQG�HPSLULFDO�ILQGLQJV�DV�WR�WKH�ZRUNLQJV
RI� D� ILQDQFLDO� V\VWHP�� 7KLV� FODULILHV� WKH� PDLQ� LPSHGLPHQWV� IRU� ILQDQFLDO
LQWHUPHGLDWLRQ� LQ� WUDQVLWLRQ� FRXQWULHV� DQG� WKDW� VXFK� D� SURJUDP� LV� XQOLNHO\� WR� VSXU
ILQDQFLDO� GHYHORSPHQW� XQOHVV� LW� LV� DVVRFLDWHG� ZLWK� PXFK� LPSURYHG� JRYHUQPHQW
UHJXODWLRQ�

�� 0RGHUQ� WKHRUHWLFDO� ILQGLQJV�RI� WKH�ZRUNLQJV�RI� ILQDQFLDO�PDUNHWV� DQG� WKHLU
FRQWULEXWLRQ�WR�HFRQRPLF�JURZWK

D� 7KH�FRQWULEXWLRQ�RI�ILQDQFLDO�LQWHUPHGLDWLRQ�WR�HFRQRPLF�JURZWK

7ZR� IXQGDPHQWDO� PDUNHW� IULFWLRQV� FDXVH� ILQDQFLDO� LQWHUPHGLDWLRQ�
LQIRUPDWLRQ�DQG�WUDQVDFWLRQ�FRVWV��:LWKRXW�WKHVH�FRVWV�ILQDQFLDO�PDUNHWV�ZRXOG�QRW
H[LVW�� )LQDQFLDO� PDUNHWV� WHQG� WR� UHGXFH� WKHVH� FRVWV�� WKHUHE\� FUHDWLQJ� WUXH� YDOXH
DGGHG���VR�WKDW�WKH\�PD\�LQ�IDFW�EH�FRQVLGHUHG�D�³UHDO�VHFWRU³��/HYLQH��������EUHDNV
WKLV�SULPDU\�IXQFWLRQ�RI�WKH�ILQDQFLDO�V\VWHP�GRZQ�LQWR�ILYH�VXEIXQFWLRQV��([WHQGLQJ
DQG� UHGHILQLQJ� KLV� SURSRVDO� VRPHZKDW�� RQH� PD\� GLVWLQJXLVK� WKH� IROORZLQJ� VL[
IXQFWLRQV�RI�ILQDQFLDO�PDUNHWV�
��PRELOL]DWLRQ�RI�VDYLQJV�
��DOORFDWLRQ�RI�UHVRXUFHV�
��IDFLOLWDWLRQ�RI�H[FKDQJH�RI�JRRGV�DQG�VHUYLFHV�
��SURYLVLRQ�RI�OLTXLGLW\�
��H[HUFLVLQJ�RI�FRUSRUDWH�FRQWURO�LQFOXGLQJ�PRQLWRULQJ�RI�PDQDJHUV�RI�QRQ�ILQDQFLDO
HQWHUSULVHV�
��SURYLVLRQ�DQG�IDFLOLWDWLRQ�RI�ULVN�PDQDJHPHQW��LQFOXGLQJ�WKH�SHUPDQHQW�VHDUFK�WR
SURYLGH�IRU�³ILQDQFLDO�PDUNHW�FRPSOHWHQHVV³�LQ�WKH�VHQVH�WKDW�³HYHU\�FRQWLQJHQF\�LQ
WKH�ZRUOG�FRUUHVSRQGV�WR�D�GLVWLQFW�PDUNHWDEOH�VHFXULW\³��YDQ�+RUQH��������S��������
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���,Q�HFRQRPLF�WHUPV�WKH�YDOXH�DGGHG�FUHDWHG�E\�ILQDQFLDO�PDUNHWV�HTXDOV�WKH�GLIIHUHQFH�EHWZHHQ�WKH
UHGXFWLRQ�RI�WKHVH�FRVWV��DFURVV�VSDFH�DQG�WLPH��DQG�WKH�UHVRXUFHV�WKH\�FRQVXPH�
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,Q�WUDQVLWLRQ�FRXQWULHV�LQIRUPDWLRQ�DQG�WUDQVDFWLRQ�FRVWV�DUH�KLJKHU�WKDQ�LQ�D
GHYHORSHG� PDUNHW� HFRQRP\� �LI� RQO\� GXH� WR� LQWUDQVSDUHQFLHV�� DQG� WKH� PHQWLRQHG
IXQFWLRQV� RI� ILQDQFLDO� PDUNHWV� DUH� DOO� PXFK� OHVV� IXOILOOHG�� 7KHUHIRUH�� RQH� FRXOG
H[SHFW� ILQDQFLDO�PDUNHW� GHYHORSPHQW� LQ� WUDQVLWLRQ� FRXQWULHV� WR� OHDG� WKH� HFRQRPLF
GHYHORSPHQW��L�H��ILQDQFLDO�PDUNHWV�VKRXOG�JURZ�IDVWHU�WKDQ�WKH�UHVW�RI�WKH�HFRQRP\
DQG�EHFRPH�UHODWLYHO\�ODUJHU�WKDQ�LQ�GHYHORSHG�PDUNHW�HFRQRPLHV��EHFDXVH�WKH�QHHG
IRU�WKHP�LV�VR�PXFK�PRUH�SURQRXQFHG��)URP�WKLV�SHUVSHFWLYH�LW�LV�SDUDGR[LFDO� WKDW
WKH�UHODWLYH�VL]H�RI�ILQDQFLDO�PDUNHWV�LV�VR�VPDOO�LQ�5XVVLD�

$OWKRXJK� WKH� FRQWULEXWLRQ� RI� ILQDQFLDO� LQWHUPHGLDULHV� WR� HFRQRPLF� JURZWK
KDV� EHHQ� VWXGLHG� IRU� D� YHU\� ORQJ� WLPH�� WKHRUHWLFDO� ZRUN� RQ� WKH� FKDQQHOV� WKURXJK
ZKLFK� ILQDQFLDO� LQWHUPHGLDWLRQ� �L�H�� WKH� IXOILOOPHQW� RI� WKH� DERYH� PHQWLRQHG
IXQFWLRQV��DIIHFWV�HFRQRPLF�JURZWK�ZDV�ODFNLQJ��7KLV�WKHRUHWLFDO�ZRUN�ZDV�VSXUUHG
ZLWK�WKH�ULVH�RI�WKH�³HQGRJHQRXV�HFRQRPLF�JURZWK�WKHRU\³�VLQFH�WKH�����V��7KLV�LV
EHFDXVH� HQGRJHQRXV� JURZWK� WKHRU\� DLPHV� DW� H[SODLQLQJ� VHOI�VXVWDLQHG� JURZWK
ZLWKRXW� UHVRUWLQJ� WR� WKH� DVVXPSWLRQ� RI� H[RJHQRXV� WHFKQRORJLFDO� SURJUHVV�� +HQFH�
FKDQQHOV� WKURXJK�ZKLFK�WKH�H[LVWLQJ�IDFWRUV�RI�SURGXFWLRQ��FDSLWDO�VWRFN�DQG�KRXUV
RI�ODERU�LQSXW��DUH�XVHG�PRUH�HIILFLHQWO\��DUH�LPSURYHG�ZLWK�UHVSHFW�WR�WKHLU�TXDOLW\�
DQG�WKURXJK�ZKLFK�WKHLU�JURZWK�UDWHV�DUH� LQFUHDVHG��SDUWLFXODUO\� WKH�JURZWK�UDWH�RI
FDSLWDO��DUH�PDGH�H[SOLFLW�LQ�WKHVH�JURZWK�PRGHOV��2QH�JURXS�RI�VXFK�FKDQQHOV�UHODWH
WR� WKH� ILQDQFLDO� V\VWHP��)RU� LQVWDQFH�� ILQDQFLDO� LQWHUPHGLDULHV� FDQ� FRQWULEXWH� WR� DQ
LQFUHDVH� RI� WKH� SURSRUWLRQ� RI� VDYLQJ� FKDQQHOHG� LQWR� LQYHVWPHQW�� RI� WKH� VRFLDO
PDUJLQDO� SURGXFWLYLW\� RI� FDSLWDO�� DQG� RI� WKH� SULYDWH� VDYLQJ� UDWH� �3DJDQR�� ������
7KHVH�HIIHFWV�DUH��RI�FRXUVH��WKH�WUDGLWLRQDO�RQHV��ZKLFK�KDYH�EHHQ�VWUHVVHG�ORQJ�DJR�
,Q�PRUH� VRSKLVWLFDWHG�PRGHOV� ILQDQFLDO�PDUNHWV�SURYLGH� OLTXLGLW\�DQG� WKXV� DOORZ�D
VKLIW� IURP� UHODWLYHO\� OLTXLG� EXW� OHVV� SURGXFWLYH� DVVHWV� WR� OHVV� OLTXLG� EXW� PRUH
SURGXFWLYH� DVVHWV� �%HQFLYHQJD� HW� DO��� ������� )LQDQFLDO� PDUNHWV� PD\� LPSURYH
VSHFLDOL]DWLRQ� RI� HQWHUSULVHV� DQG� WKXV� LQFUHDVH� WKH� GLYLVLRQ� RI� ODERU� �6DLQW�3DXO�
������� DQG� WKH\� FDQ� LPSURYH� DYDLODEOH� LQIRUPDWLRQ�� WKXV� SURPRWLQJ� HIILFLHQW
UHVRXUFH� DQG� ULVN� DOORFDWLRQ� �*UHHQZRRG� DQG� -RYDQRYLF�� ������� 7KHVH� WKHRUHWLFDO
DVSHFWV� DUH� WKH�EDVLV� IRU� YLHZLQJ� ILQDQFLDO�PDUNHW� GHYHORSPHQW� DQG� LWV� SURPRWLRQ
WKURXJK�ILQDQFLDO�PDUNHW� OLEHUDOL]DWLRQ�DV�FUXFLDO� IRU�HFRQRPLF�JURZWK��GHVSLWH� WKH
SRWHQWLDO�PDUNHW�IDLOXUHV�UHYLHZHG�LQ�WKH�IROORZLQJ�VHFWLRQ�

E� 7KHRULHV�RQ�PDUNHW�IDLOXUHV�RI�ILQDQFLDO�LQWHUPHGLDWLRQ

$OVR�VLQFH�DERXW� WKH�HDUO\�����V�� WKH� OLWHUDWXUH�RQ� OLNHO\�PDUNHW� IDLOXUHV�RI
ILQDQFLDO�PDUNHWV�DOVR�LPSURYHG�LWV�WKHRUHWLFDO�EUHDGWK�DQG�GHSWK����7KHUHIRUH��ERWK
SURSRQHQWV�RI�ILQDQFLDO�PDUNHW�OLEHUDOL]DWLRQ�DQG�SURSRQHQWV�RI�D�VWURQJ�UROH�RI�WKH
JRYHUQPHQW� LQ� ILQDQFLDO�PDUNHWV� DUH� RQ� WKH� WKHRUHWLFDO� OHYHO� HQGRZHG� ZLWK�PXFK
LPSURYHG� DUJXPHQWV� RQ� HLWKHU� VLGH�� 3DUWLFXODUO\� DW� DQ� HDUO\� VWDJH� RI� HFRQRPLF

������������������������������ ����������������������������
���)RU�DQ�RYHUYLHZ�RI�WKLV�OLWHUDWXUH�VHH��LQ�SDUWLFXODU��6WLJOLW]�������DQG�������
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GHYHORSPHQW�RU�DW�DQ�HDUO\�VWDJH�RI�WUDQVLWLRQ�IURP�D�FHQWUDOO\�SODQQHG�WR�D�PDUNHW
HFRQRP\�� ILQDQFLDO�PDUNHWV� DUH� VXEMHFW� WR�PDMRU� LPSHUIHFWLRQV� WKDW� FRXOG� SUHYHQW
WKHP� IURP� VDWLVIDFWRULO\� IXOILOOLQJ� WKH� VL[� DERYH� PHQWLRQHG� IXQFWLRQV�� +HQFH�� WKH
DSSOLFDWLRQ� RI� VHFRQG� EHVW� WKHRU\�� ZKLFK� VXJJHVWV� WKDW� XQGHU� PXOWLSOH� GLVWRUWLRQV
JRYHUQPHQW� LQWHUYHQWLRQ� PD\� EH� ZHOIDUH� LQFUHDVLQJ�� FRXOG� SURYLGH� DGGLWLRQDO
VXSSRUW� IRU� SURSRQHQWV� RI� D� VWURQJ� UROH� RI� WKH� JRYHUQPHQW� LQ� ILQDQFLDO
LQWHUPHGLDWLRQ�

+RZHYHU�� LW� LV� LPSRUWDQW� WR� FRQVLGHU� WKDW� JRYHUQPHQW� EHKDYLRU� �DFWLRQV� RU
PLVVLQJ�DFWLRQV��PD\�LWVHOI�EH� WKH�FDXVH�IRU� LPSHUIHFWLRQV�DQG�PDOIXQFWLRQV�RI� WKH
ILQDQFLDO� V\VWHP�� 7KHUH� LV� WKXV� D� QHHG� WR� LGHQWLI\� WKH� RULJLQV� RI� PDUNHW
LPSHUIHFWLRQV�� )RU� LQVWDQFH�� LQ�5XVVLD� EDVLF� SUHFRQGLWLRQV� IRU� WKH� GHYHORSPHQW� RI
ILQDQFLDO�PDUNHWV�DUH�VWLOO�QRW�PHW�VXFK�DV�PDFURHFRQRPLF�VWDELOLW\�DQG�IXQGDPHQWDO
LQVWLWXWLRQDO� FKDUDFWHULVWLFV�� VXFK� DV� D� JXDUDQWHHLQJ� RI� SURSHUW\� ULJKWV�� D� UHOLDEOH
FRXUW� V\VWHP�� HQIRUFHPHQW� RI� OLDELOLW\� IRU� GHEW� ZLWK� SURSHUW\�� D� VWDEOH� OHJDO
HQYLURQPHQW��WUDQVSDUHQW�DFFRXQWLQJ�RI�ILQDQFLDO�DQG�QRQ�ILQDQFLDO�HQWHUSULVHV��DQG
HQIRUFHPHQW�RI�D�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�IRU�EDQNLQJ�VXSHUYLVLRQ��LQFOXGLQJ
SUXGHQWLDO� UHJXODWLRQ� IRU� ILQDQFLDO� LQWHUPHGLDULHV��7R�PHHW� WKHVH�SUHFRQGLWLRQV�KDV
WR� EH� YLHZHG� DV� WKH� UHVSRQVLELOLW\� RI� D� JRYHUQPHQW��0DOIXQFWLRQV� RI� WKH� ILQDQFLDO
V\VWHP� UHVXOWLQJ� IURP� WKHLU� QRQIXOILOOPHQW� PD\� QRW� EH� LQWHUSUHWHG� DV� PDUNHW
LPSHUIHFWLRQV�WKDW�FRXOG�UHTXLUH�JRYHUQPHQW� LQWHUYHQWLRQ��ZKLFK�LV�QRW� IRFXVHG�RQ
WKHLU� IXOILOOPHQW��7KHUHIRUH� WKLV� VHFWLRQ�FRQVLGHUV�RQO\� WKRVH�SRWHQWLDO� IDLOXUHV� WKDW
GR� QRW� DSSHDU� WR� RULJLQDWH� LQ� EDVLF� VKRUWFRPLQJV� RI� JRYHUQPHQW� SROLF\� �6WLJOLW]�
������VHH�DOVR�&DSULR�DQG�/HYLQH�������DQG�/HYLQH��������
�� 0RQLWRULQJ� RI� PDQDJHPHQWV� RI� ILQDQFLDO� LQVWLWXWLRQV� PD\� EH� LQVXIILFLHQW� �WKH
SULQFLSDO�DJHQW� SUREOHP��� 7KH� SULQFLSDO� �VKDUHKROGHU�� GHSRVLWRU� RU� RWKHU� FUHGLWRU�
IDFHV� GLIILFXOWLHV� H[HUFLVLQJ� VXIILFLHQW� FRQWURO� RYHU� KLV� DJHQW� �EDQN�PDQDJHPHQW��
EHFDXVH�WKLV�ZRXOG�EH�WRR�FRVWO\�IRU�KLP��%DQNV��XQOLNH�QRQ�ILQDQFLDO�ILUPV��KDYH�D
ODUJH� QXPEHU� RI� OHQGHUV� ZKR� QHLWKHU� KDYH� WKH� LQIRUPDWLRQ� QRU� WKH� LQFHQWLYH� WR
PRQLWRU�WKH�EDQN��$V�D�UHVXOW�RI�WKLV�DV\PPHWULF�LQIRUPDWLRQ�DQG�LQFHQWLYH�SUREOHP
WKH�DJHQW�PD\�SHUIRUP�LQ�KLV�RZQ�LQWHUHVW��PRUDO�KD]DUG��DQG�RU�ZLWKRXW�VXIILFLHQW
HIIRUW�
��7KHUH� DUH� H[WHUQDOLWLHV� RI�PRQLWRULQJ�� VHOHFWLRQ�� DQG� OHQGLQJ��%HVW� NQRZQ� LV� WKH
H[WHUQDOLW\�RI�FRQWDJLRQ��IRU�LQVWDQFH�VXFK�WKDW�D�EDQN�IDLOXUH�FDXVHV�GHSRVLWRUV�ZLWK
LPSHUIHFW�LQIRUPDWLRQ�WR�EHOLHYH�RWKHU�EDQNV�ZLOO�DOVR�IDLO�DQG�WKHUHIRUH�WR�ZLWKGUDZ
WKHLU�IXQGV��,Q�JHQHUDO��DFWLRQV�RI�DJHQWV�WKDW�H[HUFLVH�VLJQLILFDQW�FRQWURO�RYHU�RWKHU
HQWLWLHV�XVXDOO\�KDYH�HIIHFWV�RQ�RWKHU�DJHQWV�
�� ([WHUQDOLWLHV� RI� DQ� LQVWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP�� $� IDLOXUH� RI� D� ILQDQFLDO
LQVWLWXWLRQ� PD\� FDXVH� D� FUHGLW� FUXQFK� RU� GLVUXSWLRQV� RI� WKH� SD\PHQWV� V\VWHP
DIIHFWLQJ�RWKHUV�
�� ,QFRPSOHWH� ILQDQFLDO� PDUNHWV�� 2IWHQ� ILQDQFLDO� SURGXFWV� DQG� LQVWUXPHQWV� DUH
PLVVLQJ�IRU�ZKLFK�WKHUH�ZRXOG�EH�D�GHPDQG��/RQJ�WHUP�ORDQV�PD\�QRW�EH�DYDLODEOH�
ULVNV� FDQQRW� EH� KHGJHG�� HYHQ� LI� PDFURHFRQRPLF� VWDELOLW\� SUHYDLOV�� 7KLV
LQFRPSOHWHQHVV�ODUJHO\�UHVXOWV�IURP�PRUDO�KD]DUG�DQG�DGYHUVH�VHOHFWLRQ�ZKLFK�FDXVH
WKH�SRWHQWLDO�ULVNV�DVVRFLDWHG�ZLWK�VXFK�SURGXFWV�WR�EHFRPH�UHODWLYHO\�KLJK�IURP�WKH
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YLHZSRLQW� RI� WKH� ILQDQFLDO� LQWHUPHGLDU\��+HQFH�� WKH� TXDQWLW\� WUDGHG� EHFRPHV� YHU\
VPDOO�RU�HYHQ�]HUR�
�� ,PSHUIHFW� FRPSHWLWLRQ� SDUWLFXODUO\� LQ� WKH� ORDQ� PDUNHW�� 7KHUH� PD\� EH� WRR� IHZ
OHQGHUV�IRU�D�JLYHQ�FXVWRPHU��EHFDXVH�HYHQ�LI�FRPSHWLQJ�EDQNV�RIIHU�WKHLU�VHUYLFHV�
VZLWFKLQJ�EDQNV�PD\�EH�GLIILFXOW�EHFDXVH�RI�WKH�QHFHVVLW\�WR�KDYH�D�WUDFN�UHFRUG�HWF��
��'HYLDWLRQ�RI�PDUNHW�UHWXUQV�IURP�VRFLDO�UHWXUQV��/HQGLQJ�GHFLVLRQV�DUH�EDVHG�RQO\
RQ� WKH� H[SHFWHG� SULYDWH� UHWXUQV� DQG� QRW� RQ� DGGLWLRQDO� UHWXUQV� RU� DGGLWLRQDO� FRVWV
DFFUXLQJ� WR� VRFLHW\�� 7KXV�� VDYLQJV� PD\� QRW� EH� DOORFDWHG� HIILFLHQWO\� E\� ILQDQFLDO
LQVWLWXWLRQV�
��1RQFOHDULQJ�PDUNHWV��&UHGLW�UDWLRQLQJ�PD\�RFFXU�LQ�WKH�VHQVH�WKDW�GHVSLWH�H[FHVV
GHPDQG� IRU� ORDQV�� OHQGHUV�GR�QRW� LQFUHDVH� WKH� LQWHUHVW� UDWH� �WKH� LQWHUHVW� UDWH� LV� QRW
PDUNHW� FOHDULQJ��� 7KLV� RFFXUV� LI� OHQGHUV� ZDQW� WR� DYRLG� ERUURZHUV� ZLWK� KLJK� ULVN
DQG�RU� WR� DYRLG� FDXVLQJ� WKHP� WR� WDNH� KLJKHU� ULVN� �6WLJOLW]� DQG� :HLVV�� ������
+RZHYHU��LW�QHHGV�WR�EH�FRQVLGHUHG�WKDW�FUHGLW�UDWLRQLQJ�LV�D�PDUNHW�IDLOXUH�RQO\�WR
WKH� H[WHQW� WKDW� LW� FURZGV� RXW� LQYHVWPHQW� WKDW� ZRXOG� EH� SURILWDEOH�� ,I� VXFK� FUHGLW
UDWLRQLQJ�ZRXOG�HYHQ� LQFUHDVH�GXULQJ�D� UHFHVVLRQ�� LW�FRXOG�ZRUVHQ�PDFURHFRQRPLF
IOXFWXDWLRQV��%XW�WR�WKH�H[WHQW�WKDW�VXFK�FUHGLW�UDWLRQLQJ�LV�D�SUHFDXWLRQDU\�PHDQV�RI
ILQDQFLDO�LQWHUPHGLDULHV�WR�SUHYHQW�WKH�EXLOW�XS�RI�EDG�ORDQV��LW�PD\�QRW�EH�D�PDUNHW
IDLOXUH�� ,Q� WKLV� VHQVH� LW� PD\� FRQWULEXWH� WR� WKH� VWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP� E\
FURZGLQJ�RXW�LQYHVWPHQW�WKDW�LV�OLNHO\�WR�EH�WRR�ULVN\�DQG�WKHUHIRUH�XQSURILWDEOH�
��,QIRUPDWLRQ�GLVFORVHG�E\�ILQDQFLDO�LQVWLWXWLRQV�PD\�QRW�EH�XQGHUVWRRG�SURSHUO\�E\
FXVWRPHUV� FDXVLQJ� IODZHG� GHFLVLRQV� RQ� WKHLU� SDUW�� IRU� LQVWDQFH� ZLWK� UHJDUG� WR� WKH
FKRVHQ� LQWHUHVW� UDWH� DQG� RWKHU� VWLSXODWLRQV� LQ� D� ORDQ� FRQWUDFW��:KLOH� WKLV� LV� QRW� D
PDUNHW�IDLOXUH�LQ�WKH�VWULFW�VHQVH�LW�PD\�FDOO�IRU�JRYHUQPHQW�DFWLRQ�

$Q\�ILQDQFLDO�V\VWHP�LV�VXEMHFW�WR�WKHVH�SRWHQWLDO�IDLOXUHV��7KH�IXQGDPHQWDO
FDXVH� IRU� WKHP� LV� WKH� VDPH� WKDW� H[SODLQV� WKH� H[LVWHQFH�RI� ILQDQFLDO�PDUNHWV� LQ� WKH
ILUVW�SODFH��QDPHO\�LQIRUPDWLRQ�FRVWV��6LQFH�LQ�PDQ\�FLUFXPVWDQFHV�LQIRUPDWLRQ�PD\
EH� FRQVLGHUHG� D� SXEOLF� JRRG� �FKDUDFWHUL]HG� E\� QRQULYDOURXV� FRQVXPSWLRQ� DQG
QRQH[FOXGLELOLW\��� WKHUH� PD\� EH� D� WHQGHQF\� IRU� LW� WR� EH� XQGHUVXSSOLHG�� 6XFK
XQGHUVXSSO\�RI�LQIRUPDWLRQ�DQG�LWV�XQHYHQ�GLVWULEXWLRQ�DPRQJ�WKH�DFWXDO�RU�SRWHQWLDO
FRQWUDFW�SDUWLFLSDQWV��DV\PPHWULF� LQIRUPDWLRQ��FDXVH�RU�FRQWULEXWH� WR� WKH�SUREOHPV
RI�PRUDO�KD]DUG��DGYHUVH�VHOHFWLRQ�DQG�H[WHUQDOLWLHV�ZKLFK�FKDUDFWHUL]H�WKH�IDLOXUHV�

7KHVH� IDLOXUHV�PD\�EH�PRUH�SURQRXQFHG� LQ�5XVVLD� IRU� WKUHH� UHDVRQV�� )LUVW�
HFRQRPLF� DJHQWV� DUH� OHVV� H[SHULHQFHG�� DQG� JRRGV� DQG� ODERU�PDUNHWV� DQG� PDUNHWV
SURYLGLQJ�LQIRUPDWLRQ�DERXW�WKHP�DUH�OHVV�GHYHORSHG��6HFRQG��WKH�PHQWLRQHG�EDVLF
SUHFRQGLWLRQV� IRU� WKH� GHYHORSPHQW� RI� ILQDQFLDO� PDUNHWV� DUH� QRW� PHW� �VXFK� DV
PDFURHFRQRPLF� VWDELOLW\� DQG� IRUPDO� LQVWLWXWLRQV� WR� GHDO� ZLWK� ILQDQFLDO� PDUNHW
IDLOXUHV��� 7KLUG�� DV� DUJXHG� EHORZ� LQ� VHFWLRQ� ��� VRPH� VWDQGDUG� ZHVWHUQ� IRUPDO
LQVWLWXWLRQV��HVSHFLDOO\�VRPH�SUXGHQWLDO�UHJXODWLRQV�VXFK�DV�WKH�]HUR�ULVN�ZHLJKW�IRU
FHUWDLQ�FHQWUDO�JRYHUQPHQW�GHEW� LQ�FDOFXODWLQJ�FDSLWDO�DGHTXDF\��ZKLFK�5XVVLD�KDV
DOUHDG\� IRUPDOO\� DGRSWHG� DSSHDU� JURVVO\� LQDSW� LQ� SURPRWLQJ� ILQDQFLDO� V\VWHP
VWDELOLW\�
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*LYHQ� WKHVH�GLIILFXOWLHV�DQG� ODJV� UHJDUGLQJ� WKH� LPSOHPHQWDWLRQ�RI� HIIHFWLYH� IRUPDO
LQVWLWXWLRQV�� DQG� JLYHQ� WKH� JUHDW� QHHG� IRU� ILQDQFLDO� PDUNHWV� LQ� 5XVVLD� DV� FODULILHG
DERYH�� WKH� TXHVWLRQ� DULVHV� ZKHWKHU� LQIRUPDO� LQVWLWXWLRQV� FRXOG� EH� FRQFHLYHG� WR
VXSSOHPHQW� WKH� XQGHUGHYHORSHG� IRUPDO� RQHV� DQG� LI� VR�� ZK\� GLG� WKH\� QRW� HYROYH
DXWRPDWLFDOO\"

,QIRUPDO�LQVWLWXWLRQV�UHFHLYHG�DWWHQWLRQ�E\�VRPH�DXWKRUV��)RU�LQVWDQFH��WKHUH
LV�HYLGHQFH�WKDW�ORFDO�FDSLWDO�PDUNHWV�LQ�(XURSH�DOUHDG\�KXQGUHGV�RI�\HDUV�DJR�ZHUH
DEOH� WR� FRSH� ZLWK� VRPH� RI� WKH� PHQWLRQHG� IDLOXUHV� DQG� ZHUH� ZRUNLQJ� YHU\
VDWLVIDFWRULO\�GXH�WR�VRPH�H[WHQW�WR�LQIRUPDO�LQVWLWXWLRQV��+RIIPDQQ�HW�DO�����������
+RZHYHU�� WKH� LPSRUWDQW� SRLQW� LV� WKDW� WKLV� UHVHDUFK� DOVR� DUJXHV� WKDW� VXFK� LQIRUPDO
LQVWLWXWLRQV�DUH�LPEHGGHG�LQ�D�OHJDO�VWUXFWXUH�DQG�WKHUHIRUH�WKH\�DUH�FRPSOHPHQWDU\
WR� IRUPDO� LQVWLWXWLRQV� UDWKHU� WKDQ� VXEVWLWXWHV�� +HQFH�� VHDUFKLQJ� IRU� LQIRUPDO
LQVWLWXWLRQV�DV�D�ZD\�WR�SURPRWH�ILQDQFLDO�GHYHORSPHQW�LQ�5XVVLD�PD\�EH�PLVJXLGHG
LI�LW�LV�QRW�EDVHG�RQ�WKH�SUHPLVH�WKDW�WKHUH�LV�QR�DOWHUQDWLYH�IRU�5XVVLD�WR�LPSURYH�WKH
OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�

� (PSLULFDO� ILQGLQJV� RQ� WKH� ZRUNLQJV� RI� ILQDQFLDO� PDUNHWV� ZLWK� VSHFLDO
UHIHUHQFH�WR�WUDQVLWLRQ�FRXQWULHV

D� *URZWK�SURPRWLRQ

2Q� WKH� HPSLULFDO� VLGH� WKH� VWXGLHV�RQ�JURZWK�SURPRWLQJ� HIIHFWV� RI� ILQDQFLDO
LQWHUPHGLDWLRQ�DUH�VWLOO�DW�DQ�HDUO\�VWDJH�� ,PSRUWDQW��DOWKRXJK�SUHOLPLQDU\�� ILQGLQJV
DUH� WKDW� ILQDQFLDO� V\VWHP� GHYHORSPHQW� SUHFHGHV� DQG� FDQ� SUHGLFW� UHDO�*'3� JURZWK
�.LQJ�DQG�/HYLQH�����������7KH�DXWKRUV�DOVR�ILQG�WKDW�HFRQRPLF�JURZWK�WHQGV�WR�EH
ODUJHU�ZKHQ� UHDO� LQWHUHVW� UDWHV� RQ� ERWK� GHSRVLWV� DQG� ORDQV� DUH� SRVLWLYH� UDWKHU� WKDQ
QHJDWLYH�� 8VLQJ� D� VLPLODUO\� ODUJH� VDPSOH� RI� GHYHORSHG� DQG� GHYHORSLQJ� FRXQWULHV�
5DMDQ�DQG�=LQJDOHV��������FRQILUP�WKH�JURZWK�SURPRWLQJ�HIIHFW�RI�GHYHORSPHQW�RI
ILQDQFLDO� LQWHUPHGLDWLRQ� E\� WHVWLQJ� DQG� FRQILUPLQJ� WKH� K\SRWKHVLV� WKDW� ILQDQFLDO
GHYHORSPHQW� WHQGV� WR� UHGXFH� H[WHUQDO� ILQDQFLQJ� FRVWV� IRU� HQWHUSULVHV�� )RU� 2(&'
FRXQWULHV�6WHLQKHUU�DQG�+XYHQHHUV��������ILQG�WKDW�YDULDEOHV�WKDW�UHSUHVHQW�ILQDQFLDO
GHYHORSPHQW� KDYH� D� SRVLWLYH�� DOEHLW� VPDOO�� HIIHFW� RQ� HFRQRPLF� JURZWK�� $WMH� DQG
-RYDQRYLF��������ILQG�IRU�D�ODUJH�VDPSOH�RI�GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV��IRU
ZKRP� WKH� UHTXLUHG� GDWD� DUH� DYDLODEOH�� WKDW� VWRFN� PDUNHW� JURZWK� KDV� D� VWURQJ�
SRVLWLYH� DQG� VWDWLVWLFDOO\� VLJQLILFDQW� HIIHFW� RQ� SHU� FDSLWD� HFRQRPLF� JURZWK���
6RPHZKDW� VXUSULVLQJO\�� WKHLU� VWXG\� GRHV� QRW� FRQILUP� VXFK� DQ� HIIHFW� IRU� EDQN

������������������������������ ����������������������������
���7KH�DXWKRUV�DQDO\]H�WKH�FDVH�RI�QRWDULHV�LQ�3DULV�LQ�WKH���WK�FHQWXU\��7KH�QRWDULHV�ZHUH�LPSRUWDQW
ILQDQFLDO�LQWHUPHGLDULHV��DSSDUHQWO\�DOVR�ZLWK�UHJDUG�WR�DOO�VRFLDO�FODVVHV��7KH�DXWKRUV�ILQG�WKDW�WKH
LQIRUPDO�LQVWLWXWLRQ�RI�D�QRWDU\�DOORZLQJ�KLV�FOLHQWV�WR�GHIHFW�SHULRGLFDOO\�WR�DQRWKHU�QRWDU\�SOD\HG�DQ
LPSRUWDQW�UROH�LQ�FRSLQJ�ZLWK�WKH�SUREOHP�RI�DV\PPHWULF�LQIRUPDWLRQ�DQG�WKXV�LQ�PDLQWDLQLQJ�TXDOLW\
VHUYLFH�
���7KLV�ILQGLQJ�LV�EDVHG�RQ�D�ODUJH�VHW�RI�GDWD�WKDW�LQFOXGHV�GHYHORSHG�DQG�OHVV�GHYHORSHG�FRXQWULHV�
���7KLV�UHVXOW�ZRXOG�SUREDEO\�KDYH�EHHQ�PRVW�VXUSULVLQJ�IRU�.H\QHV�ZKR�DUJXHG�DJDLQVW�SURPRWLQJ
VWRFN�H[FKDQJHV��ZKLFK��LQ�KLV�YLHZ��ZHUH�PRUH�OLNH�FDVLQRV��6HH�.H\QHV���������FKDSWHU����
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OHQGLQJ��$�VWXG\�RQ�WKH�86�ILQDQFLDO�V\VWHP�ILQGV�WKDW�LPSURYHPHQWV�LQ�WKH�TXDOLW\
RI� OHQGLQJ�� L�H�� DYRLGLQJ�EDG� ORDQV�� UDWKHU� WKDQ� LQFUHDVHG�YROXPH�RI�EDQN� OHQGLQJ�
DSSHDU� WR� FDXVH� HFRQRPLF� JURZWK� �-D\DUDWQH� DQG� 6WUDKDQ�� ������� )LQDQFLDO
LQWHUPHGLDWLRQ� DQG� HFRQRPLF� JURZWK�PD\� VLPXOWDQHRXVO\� EH� SURPRWHG� E\�ZD\� RI
WUDQVIRUPLQJ� D� SD\�DV�\RX�JR� SHQVLRQ� V\VWHP� WR� D� FDSLWDO�IXQGV�EDVHG� V\VWHP�� $
SUHFRQGLWLRQ�IRU�WKLV�DSSHDUV��KRZHYHU��WR�EH�WKDW�FHUWDLQ�LQVWLWXWLRQDO�UHTXLUHPHQWV
VXFK� DV� D�ZHOO�GHILQHG� UHJXODWLRQ� RI� SHQVLRQ� IXQGV� LV� LQ� SODFH�� ZKLFK�� LQ� WXUQ�� LV
GLIILFXOW� WR� EH� VDWLVILHG� E\� WUDQVLWLRQ� FRXQWULHV�� 7KHVH� UHVXOWV� ZHUH� IRXQG� E\� DQ
HPSLULFDO�VWXG\�RI�WKH�ZHOO�NQRZQ�WUDQVIRUPDWLRQ�LQ�WKH�HDUO\�����V�RI�WKH�&KLOHDQ
SHQVLRQ�V\VWHP��+RO]PDQQ��������

E� ,PSHGLPHQWV�IRU�ILQDQFLDO�LQWHUPHGLDWLRQ�LQ�WUDQVLWLRQ�FRXQWULHV

*LYHQ� WKHVH� UHVXOWV�� D� UHFHQW� FURVV�VHFWLRQ� VWXG\� RQ� ��� WUDQVLWLRQ� FRXQWULHV
WDNHV� WKH� JURZWK� SURPRWLQJ� HIIHFW� RI� ILQDQFLDO� V\VWHP� GHYHORSPHQW� DV� JLYHQ� DQG
WHVWV�IRU�IDFWRUV�WKDW�PD\�FDXVH�ILQDQFLDO�LQWHUPHGLDWLRQ��5RWKHU���������)RU�D�VLQJOH
FRXQWU\��VXFK�DV�5XVVLD��WKLV�DSSURDFK�FDQQRW�FXUUHQWO\�EH�UHSHDWHG�EHFDXVH�VHYHUDO
RI� WKH�YDULDEOHV�XVHG� DUH� DYDLODEOH� RQO\� RQ� DQ� DQQXDO� EDVLV� VR� WKDW� WKH� QXPEHU� RI
DYDLODEOH� REVHUYDWLRQV� �L�H�� �� \HDUV� RI� WUDQVLWLRQ�� LV� VWLOO� WRR� VPDOO� WR� DOORZ
PHDQLQJIXO� HFRQRPHWULF� DQDO\VLV�� ,Q� WKH� VWXG\�� ILQDQFLDO� LQWHUPHGLDWLRQ� LV� SUR[LHG
HLWKHU� E\� WKH� EURDG� PRQH\� PXOWLSOLHU� �UHIOHFWLQJ� WKH� IXQFWLRQ� RI� EDQNV� WR� FUHDWH
GHSRVLW�PRQH\��RU�E\�WKH�UDWLR�RI�FUHGLW�WR�WKH�SULYDWH�VHFWRU�RYHU�WKH�PRQHWDU\�EDVH
�UHIOHFWLQJ�WKH�IXQFWLRQ�RI�EDQNV�WR�JHQHUDWH�IXQGV�IRU�H[WHUQDO�ILQDQFH�LQ�WKH�SULYDWH
VHFWRU� IURP� WKH� PRQH\� EDVH��� 7KH� SDQHO� HVWLPDWLRQV� FRQVLGHU� D� UHODWLYHO\� ODUJH
QXPEHU� RI� YDULDEOHV� UHOHYDQW� LQ� GHWHUPLQLQJ� VXSSO\� RI� DQG� GHPDQG� IRU� EDQNV¶
ILQDQFLDO� LQWHUPHGLDWLRQ�� LQFOXGLQJ� IDFWRUV� �RU� WKHLU� SUR[LHV�� WKDW� DUH� SDUWLFXODUO\
UHOHYDQW�LQ�WKH�FRQWH[W�RI�5XVVLD��VXFK�DV�LQIODWLRQ�H[SHFWDWLRQV��EDG�ORDQV�LQ�EDQNV¶
EDODQFH� VKHHWV�� WKH� OHJDO� HQYLURQPHQW�� FRQFHQWUDWLRQ� UDWLR� LQ� WKH� EDQNLQJ� V\VWHP�
LQWHUHVW�UDWH�VSUHDG���'HVSLWH�VHYHUDO�ZHDNQHVVHV�RI� WKH�HVWLPDWLRQV�FDXVHG�E\�GDWD
OLPLWDWLRQV�� WKH�UHVXOWV�FRQILUP�WKDW�KLJK�LQIODWLRQ�DQG�EDG� ORDQV� LQ�EDQNV¶�EDODQFH
VKHHWV�DUH�GHWULPHQWDO�WR�ILQDQFLDO�LQWHUPHGLDWLRQ��7KH�LQWHUHVW�UDWH�VSUHDG�LV�IRXQG
QRW� WR� KDYH� D� VLJQLILFDQW� GLUHFW� LQIOXHQFH� RQ� ILQDQFLDO� LQWHUPHGLDWLRQ�� 5DWKHU� LW
DSSHDUV�WR�EH�ODUJHO\�GHWHUPLQHG�E\�EDG�ORDQV�LQ�EDQNV¶�EDODQFH�VKHHWV��ZKLFK�WHQG
WR�LQFUHDVH�LW��DQG�E\�WKH�FRQFHQWUDWLRQ�UDWLR��ZKLFK�WHQGV�WR�ORZHU�WKH�VSUHDG��7KH
ODWWHU�ILQGLQJ�PD\�LQGLFDWH� WKDW�KLJKHU�FRQFHQWUDWLRQ�GRHV�QRW� OHDG�WR�KLJKHU�SULFHV
EXW� UDWKHU� WR� D� OLPLWDWLRQ� RI� FUHGLW� DW� D� UHODWLYHO\� ORZ� VSUHDG�� L�H�� FUHGLW� UDWLRQLQJ�
SRVVLEO\�FRQILUPLQJ�6WLJOLW]�DQG�:HLVV���������7KLV�UHVXOW�DSSHDUV�WR�EH�FRQVLVWHQW
ZLWK�ERWK�WKH�DERYH�SUHVHQWHG�HPSLULFDO�HYLGHQFH�RI�UHODWLYHO\�FRQVHUYDWLYH�OHQGLQJ
EHKDYLRU� RI� 5XVVLDQ� EDQNV� DQG� UHODWLYHO\� KLJK� FRQFHQWUDWLRQ� LQ� 5XVVLD¶V� EDQNLQJ
V\VWHP�

+RZHYHU�� JLYHQ� 5RWKHU¶V� FDUHIXO� FRPSLODWLRQ� RI� WKH� GDWD�� LW� LV� QRW� VHOI�
HYLGHQW� WKDW� VHYHUDO� RWKHU� YDULDEOHV� FRQVLGHUHG� LQ� WKH� SDQHO� HVWLPDWLRQV�� ZKRVH
FRHIILFLHQWV�ZRXOG�KDYH�EHHQ�H[SHFWHG� WR�KDYH�GHILQLWH� VLJQV�� GLG�QRW� SURYH� WR�EH
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VWDWLVWLFDOO\� VLJQLILFDQW�� $Q� HODERUDWLRQ� VKRZV� WKDW� WKLV� LQVLJQLILFDQFH� SURYLGHV
LQVLJKWV� DQG� FDQ� KDYH� LPSRUWDQW� SROLF\� LPSOLFDWLRQV�� ,QVLJQLILFDQW� KDYH� EHHQ� WKH
�ULVN�ZHLJKWHG��FDSLWDO�DGHTXDF\�UDWLR��PLQLPXP�UHVHUYH�UHTXLUHPHQWV��DQG�WKH�OHJDO
HQYLURQPHQW��SUR[LHG�E\�WKH�SURSHUW\�ULJKWV�LQGLFDWRU�RI�WKH�+HULWDJH�)RXQGDWLRQ��

:LWK� UHJDUG� WR� WKH� FDSLWDO� DGHTXDF\� UDWLR� WKH� LQVLJQLILFDQFH� FRXOG� SRLQW� WR
ZHDN� HQIRUFHPHQW� RI� WKH� UHJXODWLRQ� VR� WKDW� FDSLWDO� DGHTXDF\� LV� QRW� RI� SULPDU\
LPSRUWDQFH� WR� EDQN�PDQDJHUV�� ,Q� DGGLWLRQ�� LW� PD\� LQGLFDWH� WKDW� GHSRVLWRUV� GR� QRW
UHDFW�WR�FKDQJHV�RI�D�EDQNV¶�³ULVNLQHVV³�DV�VKRZQ�LQ�LWV�EDODQFH�VKHHW��HLWKHU�EHFDXVH
WKH\�GR�QRW�WUXVW�WKH�EDODQFH�VKHHW�DQG�RU�GR�QRW�XVH�LW��RU�WKH\�H[SHFW�D�EDLO�RXW�RI
EDQNV�LQ�FDVH�RI�SUREOHPV�DQ\ZD\�

7KH�LQVLJQLILFDQFH�RI�PLQLPXP�UHVHUYH�UHTXLUHPHQWV�FDQ�DOVR�EH�D�YDOXDEOH
LQVLJKW�� 6LQFH� PLQLPXP� UHVHUYHV� FDQ� UHODWLYHO\� HDV\� EH� HQIRUFHG�� WKHLU
LQVLJQLILFDQFH�PD\�QRW�LQGLFDWH�HQIRUFHPHQW�SUREOHPV�EXW�UDWKHU�WKDW�WKH\�DUH�QRW�D
UHOHYDQW�IDFWRU�LQ�H[SODLQLQJ�LQVXIILFLHQW�EDQN�OHQGLQJ�GXULQJ�WUDQVLWLRQ��7KLV�ZRXOG
XQGHUOLQH� WKHLU� XVHIXOQHVV� DV� D� FUXFLDO� VDIHW\� PHDQV� ZLWKRXW� FDXVLQJ� D� WRR� ODUJH
EXUGHQ�RQ� ILQDQFLDO� LQWHUPHGLDWLRQ��7KLV�³SUXGHQWLDO³� UROH�RI� UHVHUYH� UHTXLUHPHQWV
GXULQJ�WUDQVLWLRQ�LV�FRUURERUDWHG�E\�WKHRUHWLFDO�DQDO\VLV�VKRZLQJ�WKDW�WKH\�LQIOXHQFH
D� EDQN¶V� FKRLFH� RI� LWV� FDSLWDO�DVVHW� UDWLR� �)HUQDQGH]� DQG� *XLGRWWL�� ������� +LJKHU
UHVHUYH�UHTXLUHPHQWV�LQFUHDVH�WKH�FRVW�RI�IXQGLQJ�ORDQV�ZLWK�GHSRVLWV�UHODWLYH�WR�RZQ
FDSLWDO��7KXV��ZKHQ�HQIRUFHPHQW�RI�FDSLWDO� DGHTXDF\� LV�GLIILFXOW� �EHFDXVH�RI�ZHDN
VXSHUYLVLRQ� DQG� GLIILFXOWLHV� LQ� DVFHUWDLQLQJ� WKH� YDOXH� RI� EDQN� DVVHWV�� DQ� DGHTXDWH
PLQLPXP� FDSLWDO� FRXOG� EH� SURPRWHG� LQGLUHFWO\� WKURXJK� PLQLPXP� UHVHUYH
UHTXLUHPHQWV�

)LQDOO\��WKH�LQVLJQLILFDQFH�RI�WKH�SUR[\�IRU�WKH�UHOLDELOLW\�RI�WKH�OHJDO�V\VWHP
DQG� HQIRUFHPHQW� RI� SURSHUW\� ULJKWV� PD\� QHLWKHU� UHIOHFW� D� SRRU� OHJLWLPDF\� RI� WKLV
SUR[\��WKH�SURSHUW\� ULJKWV� LQGLFDWRU�RI� WKH�+HULWDJH�)RXQGDWLRQ����QRU�D� VHFRQGDU\
LPSRUWDQFH�RI�D�UHOLDEOH�OHJDO�V\VWHP�IRU�ILQDQFLDO�LQWHUPHGLDWLRQ��5DWKHU�LW�DSSHDUV
WKDW�LQIODWLRQ�DQG�QRQ�SHUIRUPLQJ�ORDQV�DUH�UHODWHG�WR�WKH�OHJDO�HQYLURQPHQW�DQG�WKXV
LWV�SUR[\��LQ�IDFW��LQIODWLRQ�DQG�EDG�ORDQV�DUH�LQ�VRPH�HVWLPDWLRQV�XVHG�DV�SUR[LHV�IRU
WKH� RYHUDOO� TXDOLW\� RI� D� JRYHUQPHQW��� +HQFH�� PXOWLFROOLQHDULW\� ZRXOG� UHVXOW
FRQWULEXWLQJ�WR�LQVLJQLILFDQFH�

,Q� VXP�� WKH� HPSLULFDO� DQDO\VLV� RI� ILQDQFLDO� LQWHUPHGLDWLRQ� GXULQJ� WUDQVLWLRQ
VXSSRUWV�� RQ� WKH� RQH� KDQG�� VHOI�HYLGHQW� SROLFLHV� WKDW� ZRXOG� SURPRWH� ILQDQFLDO
LQWHUPHGLDWLRQ� VXFK� DV� DFKLHYLQJ�PRGHUDWH� LQIODWLRQ�� WDFNOLQJ� WKH� SUREOHP� RI� EDG
ORDQV� DQG� SROLFLHV� WKDW� SUHYHQW� KLJK� FRQFHQWUDWLRQ� LQ� ILQDQFLDO� LQWHUPHGLDWLRQ��2Q
WKH�RWKHU�KDQG��LW�PD\�DOVR�FRUURERUDWH�WKH�YLHZ�WKDW�PLQLPXP�UHVHUYH�UHTXLUHPHQWV
FRXOG�EH�D�UHODWLYHO\�HIILFLHQW�VDIHW\�PHDQV�GXULQJ�WUDQVLWLRQ�ZKLOH�DW�WKH�VDPH�WLPH
WKH�LPSURYHPHQW�RI�WKH�OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�LV�LQGLVSHQVDEOH�

������������������������������ ����������������������������
���7KH�LQGH[�FRXOG�DOVR�EH�LQWHUSUHWHG�DV�D�PHDVXUH�RI�WKH�RYHUDOO�H[WHQW�RI�PDUNHW�GLVWRUWLRQV�LQ�WKH
HFRQRP\�DQG�VKRXOG�WKHUHIRUH�EH�H[SHFWHG�WR�EH�KLJKO\�VLJQLILFDQW��,W�KDV�EHHQ�XVHG�LQ�VHYHUDO�RWKHU
HPSLULFDO�VWXGLHV��LQ�SDUWLFXODU�HFRQRPLF�JURZWK�HTXDWLRQV��ZKHUH�LW�LV�XVXDOO\�VLJQLILFDQW��6HH��IRU
LQVWDQFH��6DFKV�DQG�:DUQHU��������
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7ZR� DGGLWLRQDO� LVVXHV�� UHOHYDQW� LQ� LGHQWLI\LQJ� SROLFLHV� SURPRWLQJ� VWDELOLW\
DQG�GHYHORSPHQW�RI�WKH�ILQDQFLDO�V\VWHP�DQG�ZKLFK�KDYH�EHHQ�DQDO\]HG�HPSLULFDOO\�
DUH�WKH�IROORZLQJ�

F� (FRQRPLHV�RI�VFDOH�DQG�VFRSH�DQG�FRPSHWLWLRQ�LQ�EDQNLQJ

)LUVWO\�� WR� ZKDW� H[WHQW� LV� ILQDQFLDO� LQWHUPHGLDWLRQ� VXEMHFW� WR� HFRQRPLHV� RI
VFDOH�DQG�VFRSH"�,I�VXFK�HFRQRPLHV�ZRXOG�EH� ODUJH��SRVVLEO\� LQFUHDVLQJ�RYHU� WLPH
GXH� WR� WHFKQRORJLFDO�SURJUHVV�� WKHQ� WKHUH� VKRXOG�EH� WHQGHQFLHV�RI� FRQFHQWUDWLRQ� LQ
WKH� ILQDQFLDO�V\VWHP�DQG�DQ�ROLJRSROLVWLF�PDUNHW� VWUXFWXUH�PLJKW�HPHUJH��3URYLGHG
WKHUH� DUH� IRUPDO� DQG�RU� LQIRUPDO� LQVWLWXWLRQV�� ZKLFK� HQIRUFH� SUXGHQW� EHKDYLRU� RI
EDQNV�DQG�SUHYHQW�WKHLU�FROOXVLRQ�WKLV�FRXOG�EH�RSWLPDO�VR�DV�WR�DOORZ�WKH�SRWHQWLDO
JDLQV�IURP�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�WR�PDWHULDOL]H��7KH�JDLQV�FRXOG�DFFUXH�WR
DOO�PDUNHW�SDUWLFLSDQWV� LQ� IRUP�RI� ORZHU�DJJUHJDWH�FRVW�RI� ILQDQFLDO� LQWHUPHGLDWLRQ
DQG� WKXV� ORZHU� SULFHV�� EHWWHU� FROOHFWLRQ� DQG� GLVWULEXWLRQ� RI� LQIRUPDWLRQ�� KLJKHU
OLTXLGLW\� RI� ILQDQFLDO� DVVHWV�� ORZHU� DJJUHJDWH� ULVNV� GXH� WR� EHWWHU� GLYHUVLILFDWLRQ� RI
ILQDQFLDO�LQWHUPHGLDULHV�HWF�

7KH� DYDLODEOH� VWXGLHV�ZLWK� UHJDUG� WR� GHYHORSHG� FRXQWULHV� DUH� FRQFHQWUDWLQJ
RQ� EDQNV� DQG� ILQG� WKDW� WKHUH� DUH� LQGHHG� HFRQRPLHV� RI� VFDOH� DQG� VFRSH� EXW� WKHLU
H[WHQW�DSSHDUV�WR�EH�OLPLWHG���

+RZHYHU�� HFRQRPLHV� RI� VFDOH� DQG� VFRSH� LQ� WKH� ILQDQFLDO� V\VWHP� DUH
LQIOXHQFHG� E\� WHFKQRORJLFDO� SURJUHVV�� HVSHFLDOO\� LQ� FRPPXQLFDWLRQV� DQG� GDWD
SURFHVVLQJ� ZKHUH� SURJUHVV� LV� VWURQJ�� 7KLV� SURJUHVV� PD\� DOORZ� EDQNV� WR� FROOHFW�
SURFHVV�� DQG� GLVVHPLQDWH� DQ� LQFUHDVLQJ� DPRXQW� RI� LQIRUPDWLRQ� DW� JLYHQ� FRVW�
SRVVLEO\�FDXVLQJ�D�GRZQZDUG�VKLIW�RI� WKHLU�PDUJLQDO�FRVW�FXUYH��:KHWKHU� WHFKQLFDO
SURJUHVV�PD\�HYHQ�FDXVH�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�WR�LQFUHDVH�VXFK�WKDW�EDQNLQJ
EHFRPHV� D� QDWXUDO� PRQRSRO\� �L�H�� WKH� PDUJLQDO� FRVW� FXUYHV� ZRXOG� EHFRPH
GRZQZDUG� VORSLQJ�� FDQQRW� EH� H[FOXGHG�� DOWKRXJK� WKHUH� DUH� FRVWV� ZKLFK� WHQG� WR
LQFUHDVH�ZLWK�VL]H�VXFK�DV��ODERU�LQWHQVLYH��FRQWURO�FRVWV��,Q�DGGLWLRQ��LW�FRXOG�EH�WKDW
EDQNLQJ� PLJKW� DOZD\V� UHTXLUH� VRPH� SHUVRQDO� FRQWDFW� WR� FXVWRPHUV� VR� WKDW� ORFDO
EUDQFKHV�DUH�QHHGHG��HVSHFLDOO\�LQ�D�FRXQWU\�RI�ODUJH�ODQG�VL]H��VXFK�DV�5XVVLD��7KH
H[WHQVLRQ� RI� VXFK� QHWZRUNV� DQG�RU� WKH� FRQWURO� FRVWV� UHODWHG� WR� WKHP� PD\� FDXVH
LQFUHDVLQJ�PDUJLQDO�FRVWV�

$� GRZQZDUG� VKLIW� RI� PDUJLQDO� FRVWV� GXH� WR� WHFKQLFDO� SURJUHVV� ZRXOG�
KRZHYHU�� DOVR� WHQG� WR� ORZHU� WKH� HQWUDQFH� FRVWV� IRU� QHZFRPHUV�� WKXV� IDFLOLWDWLQJ
FRPSHWLWLRQ��LQVWHDG�RI�FDXVLQJ�FRQFHQWUDWLRQ��,Q�DGGLWLRQ��WHFKQLFDO�SURJUHVV�PDNHV
LW�HDVLHU�IRU�EDQN�FXVWRPHUV�WR�FLUFXPYHQW�EDQNV�E\�ORRNLQJ�IRU�DOWHUQDWLYHV�RI�EDQN

������������������������������ ����������������������������
���&ODUN��������UHYLHZHG�WKH�HPSLULFDO�VWXGLHV�RQ�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�IRU�WKH�86$�
&DQDGD��DQG�,VUDHO��+H�DUJXHG�WKDW�HFRQRPLHV�RI�VFDOH�DSSHDU�WR�EH�SUHVHQW�XS�WR�D�EDODQFH�VKHHW�WRWDO
RI���DW�WKDW�WLPH��URXJKO\�����PLOOLRQ�86�'ROODUV��/DUJHU�EDQNV�DSSHDU�WR�EH�VXEMHFW�WR�GLVHFRQRPLHV
RI�VFDOH��7KH�SUHVHQFH�RI�HFRQRPLHV�RI�VFRSH�ZDV�XQFHUWDLQ��6WHLQKHUU�DQG�+XYHQHHUV��������ILQG�IRU
D�ODUJH�VDPSOH�RI�EDQNV�LQ�2(&'�FRXQWULHV�RQO\�LQGLUHFW�HYLGHQFH�RI�HFRQRPLHV�RI�VFDOH�DQG�VFRSH�
7KH\�GR�QRW�HVWLPDWH�D�FULWLFDO�WKUHVKROG�IURP�ZKLFK�RQ�GLVHFRQRPLHV�PD\�VWDUW�
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VHUYLFHV��EH�LW�D�ORDQ��DQ�LQYHVWPHQW��DQRWKHU�WUDQVDFWLRQ��RU�DGYLFH��7KLV�ZRXOG�DOVR
LQFUHDVH� FRPSHWLWLRQ�� QDPHO\� EHWZHHQ� EDQNV� DQG� QRQ�EDQNV�� +RZHYHU�� VXFK
FLUFXPYHQWLRQ� DSSHDUV� OLPLWHG� EHFDXVH� RI� UHJXODWLRQ�� ZKLFK� GHILQHV� ILQDQFLDO
VHUYLFHV� DQG� UHTXLUHV� D� OLFHQVH� IRU� RIIHULQJ� WKHP�� ,Q� GHYHORSHG� FRXQWULHV� WKH
UHJXODWLRQ�LV�XVXDOO\�GHILQHG�VXIILFLHQWO\�IOH[LEOH�RU�DGMXVWHG�VR�WKDW� LW�FRYHUV�PRVW
ILQDQFLDO� LQQRYDWLRQV� EHLQJ� FUHDWHG�� )LQDQFLDO� LQWHUPHGLDWLRQ� LV� E\� ODZ� NHSW� LQ
LQVWLWXWLRQV�� ZKLFK� DUH� VXEMHFW� WR� VXSHUYLVLRQ� VR� DV� WR� PDLQWDLQ� VWDELOLW\� RI� WKH
ILQDQFLDO�V\VWHP�

6XPPDUL]LQJ� WKHVH� FRQVLGHUDWLRQV� LW� DSSHDUV� OLNHO\� IRU� HFRQRPLHV� RI� VFDOH
DQG� VFRSH� LQ� EDQNLQJ� WR� H[LVW� DQG� WR� LQFUHDVH� ZLWK� WHFKQLFDO� SURJUHVV�� VR� WKDW
WHQGHQFLHV�RI�FRQFHQWUDWLRQ�LQ�EDQNLQJ�ZRXOG�EH�QRUPDO��7KHUHIRUH�LW�LV�GLIILFXOW�WR
MXVWLI\� HQWU\� UHVWULFWLRQV� LQ� EDQNLQJ�� VXFK� DV�PLQLPXP� FDSLWDO� UHTXLUHPHQWV�� ZLWK
HFRQRPLHV� RI� VFDOH� DQG� VFRSH�� EHFDXVH� WKHVH� HFRQRPLHV� ZRXOG� DXWRPDWLFDOO\� EH
UHDOL]HG��0LQLPXP�FDSLWDO�UHTXLUHPHQWV�DQG�RWKHU�QHFHVVDU\�HQWU\�UHVWULFWLRQV�VXFK
DV�OLFHQVHV��SURRI�RI�TXDOLILFDWLRQ�RI�EDQN�PDQDJHUV�HWF��QHHG�WR�EH�MXVWLILHG�RQ�RWKHU
JURXQGV�� QDPHO\� LPSURYLQJ� WKH� VWDELOLW\� RI� WKH� EDQNLQJ� V\VWHP�� +RZHYHU�� VLQFH
FRQFHQWUDWLRQ� LQ� WKH� EDQNLQJ� V\VWHP� DQG� HQWU\� UHVWULFWLRQV� OLPLW� FRPSHWLWLRQ� LQ
ILQDQFLDO�VHUYLFHV��WKHUH�LV�D�VWURQJ�QHHG�WR�VXSHUYLVH�EDQNV�QRW�RQO\�IRU�WKH�SXUSRVH
RI�HQIRUFLQJ�SUXGHQWLDO�EHKDYLRU�EXW�DOVR� LQ�RUGHU� WR� VHFXUH� D� VDWLVIDFWRU\� OHYHO� RI
FRPSHWLWLRQ��LQ�SDUWLFXODU�SDUWLFLSDWLRQ�RI�IRUHLJQ�EDQNV��7KH�ODWWHU�ZRXOG�DOVR�KHOS
WR� SUHYHQW� WKH� JRYHUQPHQW� IURP� XQZDUUDQWHG� LQWHUIHUHQFH� LQ� EDQNV�� VLQFH� LQ� WKH
SUHVHQFH� RI� IRUHLJQ� FRPSHWLWLRQ�� GRPHVWLF� EDQNV� FDQ� DUJXH� WKDW� VXFK� LQWHUIHUHQFH
SXWV�WKHP�DW�D�GLVDGYDQWDJH�WR�WKHLU�IRUHLJQ�FRPSHWLWRUV��,GHDOO\��VXSHUYLVLRQ�IRU�WKH
SXUSRVH�RI�PRQLWRULQJ�WKH�LQWHQVLW\�RI�FRPSHWLWLRQ�ZRXOG�EH�FDUULHG�RXW�E\�WKH�DQWL�
WUXVW�DJHQF\�DQG�QRW�E\�WKH�EDQNLQJ�VXSHUYLVRU\�DJHQF\�VR�DV�WR�SUHYHQW�FRQIOLFW�RI
LQWHUHVWV��)RU�H[DPSOH�� LQ�5XVVLD�VXFK�D�VXSHUYLVRU\�GLYLVLRQ�RI� ODERU�ZRXOG�VKRZ
WKDW�WKH�VLWXDWLRQ�RI�6EHUEDQN�GRPLQDWLQJ�GHSRVLW� WDNLQJ�DQG�RIIHULQJ�GHSRVLW�UDWHV
EHORZ�WKH�LQIODWLRQ�UDWH�DQG�YHU\�SRRU�VHUYLFH�LV�XQWHQDEOH�

G� 5HVWULFWLRQV�RQ�HTXLW\�KROGLQJV�RI�EDQNV

6HFRQGO\��LI�EDQNV�DUH�DOORZHG�WR�DFW�DV�³XQLYHUVDO�EDQNV³��GHILQHG�DV�D�EDQN
WKDW�PD\�OHQG�DQG�DW�WKH�VDPH�WLPH�KROG�HTXLW\�VKDUHV�ODUJH�HQRXJK�WR�PRQLWRU�QRQ�
ILQDQFLDO�ERUURZHUV�HIIHFWLYHO\�� WKH�ILQDQFLDO�VHFWRU�DQG�WKH�HFRQRP\�PD\�IXQFWLRQ
DQG�SHUIRUP�GLIIHUHQWO\�FRPSDUHG�WR�D�ILQDQFLDO�V\VWHP�ZKHUH�WKH�DFWLYLWLHV�RI�EDQNV
DUH� PRUH� UHVWULFWHG�� $Q� DQDO\VLV� RI� WKHVH� UHJXODWLRQV� LV� SDUWLFXODUO\� UHOHYDQW� IRU
WUDQVLWLRQ�FRXQWULHV�EHFDXVH�RI�WKHLU�LQIOXHQFH�RQ�EDQN�OHQGLQJ��RQ�GHDOLQJ�ZLWK�WKH
EDG� GHEW� SUREOHP� LQ� EDQNV¶� EDODQFH� VKHHWV�� IRU� LQVWDQFH� E\� ZD\� RI� GHEW�HTXLW\
VZDSV��DQG�RQ�FRUSRUDWH�FRQWURO�DQG�HQWHUSULVH�UHVWUXFWXULQJ�LQ�JHQHUDO�



��

&XUUHQWO\�PRVW�(DVWHUQ�(XURSHDQ�FRXQWULHV��LQFOXGLQJ�5XVVLD��KDYH�OLPLWV�IRU
HTXLW\�LQYHVWPHQWV�RI�EDQNV�DV�D�SHUFHQWDJH�RI�D�EDQN¶V�RZQ�FDSLWDO����$OWHUQDWLYHO\
RU�LQ�DGGLWLRQ�WR� WKHVH�OLPLWV�VRPH�RI� WKH�FRXQWULHV�VHW� OLPLWV�IRU�D�EDQN¶V�VKDUH� LQ
WKH�HTXLW\�RI�D�QRQ�ILQDQFLDO�HQWHUSULVH����:KLOH�ERWK�W\SHV�RI�UHVWULFWLRQV�IRU�HTXLW\
KROGLQJV�FRQWULEXWH�WR�SRUWIROLR�GLYHUVLILFDWLRQ�DQG�WKXV�WR�OLPLWLQJ�WKH�ULVNLQHVV�RI�D
EDQN�� WKH�VHFRQG� W\SH�RI� UHVWULFWLRQ� LV�GLUHFWHG� WR� OLPLWLQJ� WKH�EDQNV¶� LQIOXHQFH�RQ
RWKHU� HQWLWLHV�� ,Q� D� GHYHORSHG�PDUNHW� HFRQRP\� WKHVH� UHVWULFWLRQV�PD\� QRW� SUHYHQW
EDQNV�WR�DFW�DV�XQLYHUVDO�EDQNV��EHFDXVH�HTXLW\�KROGLQJV�ZLWKLQ�D�UDQJH�RI��� WR���
SHUFHQW�RI�WKH�HTXLW\�RI�DQ�HQWHUSULVH�PD\�VXIILFH� WR�EH�DEOH� WR�HIIHFWLYHO\�PRQLWRU
WKH�HQWHUSULVH�RU� WR�HYHQ�H[HUFLVH�FRQWURO�RYHU� LWV�EXVLQHVV� VWUDWHJ\�DQG�ERUURZLQJ
GHFLVLRQ��,Q�VORZ�UHIRUPLQJ�WUDQVLWLRQ�FRXQWULHV�VXFK�DV�5XVVLD�ZLWK�WKH�PHQWLRQHG
LPSHUIHFWLRQV� RI� WKH� OHJDO�� LQVWLWXWLRQDO�� DQG� UHJXODWRU\� IUDPHZRUN� DQG� WKH
H[SHULHQFHV� RI� GLIILFXOWLHV� HYHQ� IRU� GRPLQDQW� VKDUHKROGHUV� WR� H[HUFLVH� HIIHFWLYH
FRQWURO� RYHU�PDQDJHUV�� WKHVH� UHVWULFWLRQV� DUH� OLNHO\� WR�PDNH� LW�PRUH�GLIILFXOW� IRU� D
EDQN�WR�HIIHFWLYHO\�FRQWURO�PDQDJHPHQWV�RI�QRQ�ILQDQFLDO�HQWHUSULVHV�

2Q� WKH� WKHRUHWLFDO� OHYHO� HLWKHU� V\VWHP� KDV� SDUWLFXODU� VWUHQJWKV� DQG
ZHDNQHVVHV����'LVDGYDQWDJHV�RI�XQLYHUVDO�EDQNLQJ� V\VWHPV� LQ� FRPSDULVRQ� WR�RWKHU
V\VWHPV� FRXOG� EH�� $� VXVSHFWHG� ORZHU� RYHUDOO� LQWHQVLW\� RI� FRPSHWLWLRQ� DQG� OHVV
WUDQVSDUHQF\� LQ� WKH� ILQDQFLDO� V\VWHP�� DQG� WKXV� D� VRPHZKDW� ORZHU� FDSDELOLW\� IRU
LQQRYDWLRQ�� 7KHUH� FRXOG� DOVR� EH� D� ELDV� DJDLQVW� DGRSWLRQ� RI� ULVN\� DQG� LQQRYDWRU\
VWUDWHJLHV� RQ� WKH� SDUW� RI� ERUURZHUV� DQG� VHULRXV� FRQIOLFWV� RI� LQWHUHVW�� 2Q� WKH� RWKHU
KDQG��WKHUH�PD\�DOVR�EH�DGYDQWDJHV�RI�XQLYHUVDO�EDQNLQJ�V\VWHPV��7KHVH�UHIHU�WR�WKH
FDSDFLW\�RI�XQLYHUVDO�EDQNV�WR�FROOHFW�LQIRUPDWLRQ��H[HUFLVH�FRQWURO�RYHU�DQG�PRQLWRU
ERUURZHUV�� WKHUHE\� FRQFHQWUDWLQJ� RQ� ORQJ�WHUP� UHODWLRQVKLSV� ZLWK� ERUURZHUV� DQG
IDFLOLWDWLQJ� WKH� DGRSWLRQ� RI� ORQJ�WHUP� LQYHVWPHQW� VWUDWHJLHV� RQ� WKHLU� SDUW�� UHDOL]H
HFRQRPLHV�RI�VFDOH�DQG�VFRSH��DQG�GLYHUVLI\�ULVNV�

2QO\� WKH� HPSLULFDO� HYLGHQFH� FDQ� VKHG� OLJKW� RQ� WKH� KLVWRULFDO� JURZWK
SURPRWLQJ�HIIHFWV�RI�HLWKHU�V\VWHP��7KH�DQDO\VLV�E\�6WHLQKHUU�DQG�+XYHQHHUV�������
DGGUHVVHV�WKLV�TXHVWLRQ�RQ�WKH�EDVLV�RI�D�ODUJH�GDWD�VDPSOH��LW�FRQVLGHUV�WKH�EDODQFH
VKHHW�GDWD�RI����EDQNV�LQ����GHYHORSHG�DQG�GHYHORSLQJ�FRXQWULHV�IRU�WKH�GHFDGH�RI
WKH� ����V��� )RU� WKH� ����V� WKH\� ILQG� WKDW� FRXQWULHV�ZLWK� XQLYHUVDO� EDQNLQJ� KDYH� D
������������������������������ ����������������������������
���,Q�5XVVLD��RZQHUVKLS�RI�LQGXVWU\�RQ�WKH�SDUW�RI�EDQNV��H[FOXGLQJ�WKH�UHODWLYHO\�ODUJH�6EHUEDQN��ZDV
VLQFH�ORQJ�SURPRWHG�E\�WKH�JRYHUQPHQW�WKURXJK�ORDQV�IRU�VKDUHV�WUDQVDFWLRQV�DQG�SULYDWL]DWLRQ
DXFWLRQV�SDUWLFXODUO\�LQ�������DQG�SURPRWLRQ�RI�WKH�VR�FDOOHG�³ILQDQFLDO�LQGXVWULDO�JURXSV³��),*V�
VLQFH�������,Q������),*V�DFFRXQWHG�IRU�DERXW�������SHUFHQW�RI�*'3��',:�HW�DO���������S�������VHH
DOVR�6XWHOD��������S��������,Q�FRQWUDVW�WR�WKLV�GHYHORSPHQW��UHVWULFWLRQV�RQ�HTXLW\�KROGLQJV�RI�EDQNV�
RQ�ODUJH�H[SRVXUHV�WR�D�VLQJOH�ERUURZHU��DQG�RQ�H[SRVXUHV�WR�LQVLGHUV�KDYH�EHHQ��RQ�SDSHU�
VXFFHVVLYHO\�WLJKWHQHG��6LQFH�DERXW�HDUO\������WKH\�DUH�HYHQ�IRUPDOO\�HTXLYDOHQW�WR�:HVWHUQ
(XURSHDQ�VWDQGDUGV��7KH�OLPLW�IRU�HTXLW\�LQYHVWPHQWV�RI�D�EDQN�DPRXQWV�WR����SHUFHQW�RI�WKH�EDQN¶V
RZQ�FDSLWDO�IRU�D�VLQJOH�VKDUHKROGLQJ�DQG����SHUFHQW�IRU�DOO�HTXLW\�KROGLQJV��+RZHYHU��DV�ORQJ�DV
LQWHUQDWLRQDO�DFFRXQWLQJ�VWDQGDUGV�DUH�QRW�XQLYHUVDOO\�DSSOLHG��WKLV�UXOH�DSSHDUV�WR�EH�UDWKHU
PHDQLQJOHVV��,Q�DGGLWLRQ��EDQNV�FRXOG�FLUFXPYHQW�LW�E\�JUDQWLQJ�ORDQV�WR�HQWHUSULVHV�WKDW�DUH
DVVRFLDWHG�ZLWK�D�EDQN��ZKLFK�WKHQ�XVH�WKH�SURFHHGV�RI�WKH�ORDQ�WR�DFTXLUH�VKDUHV�
���,Q�5XVVLD��EDQNV�KDYH�WR�UHSRUW�WKRVH�HTXLW\�KROGLQJV�WKDW�KDYH�EHHQ�KHOG�ORQJHU�WKDQ���PRQWKV�DQG
WKDW�H[FHHG���SHUFHQW�RI�WKH�HTXLW\�RI�DQ�HQWHUSULVH�
���7KHVH�DUH�H[WHQVLYHO\�GLVFXVVHG�LQ�6WHLQKHUU�DQG�+XYHQHHUV��������



��

VOLJKWO\� KLJKHU� HFRQRPLF� JURZWK� UDWH�� DQG� XQLYHUVDO� EDQNV� H[KLELW� VRPHZKDW� OHVV
YRODWLOLW\�RI�SURILWV�WKDQ�RWKHU�EDQNV�

$OWKRXJK� WKHVH� UHVXOWV� GR� QRW� ZDUUDQW� DQ\� ILUP� FRQFOXVLRQV� DV� WR� WKH
VXSHULRULW\�RI�RQH�V\VWHP�YLV�j�YLV�WKH�RWKHU��WKH\�GHPRQVWUDWH�WKDW�WKH�ORDQ�EXVLQHVV
DQG�HTXLW\�KROGLQJ�RI�EDQNV�FDQ�FRPSOHPHQW�HDFK�RWKHU�� ,Q� IDFW�� OHQGLQJ�RI�EDQNV
PD\� EH� IDFLOLWDWHG� WKURXJK� WKHLU� HTXLW\� KROGLQJV�� SDUWLFXODUO\� LI� WKHVH� DUH� ODUJH
HQRXJK� WR� HQDEOH� D� EDQN� WR� H[HUFLVH� HIIHFWLYH� PRQLWRULQJ� DQG� WR� LQIOXHQFH� WKH
EXVLQHVV� VWUDWHJ\�RI� WKH� ILUP��5HJDUGLQJ� WUDQVLWLRQ� FRXQWULHV� WKH� IROORZLQJ� DVSHFWV
QHHG�WR�EH�FRQVLGHUHG�
��&UHGLW�DYDLODELOLW\�KDV�EHHQ�D�PDMRU�ERWWOHQHFN�LQ�DOO�RI�WKHP����,W�FRQWLQXHV�WR�EH�D
VHULRXV�FRQVWUDLQW�LQ�PRVW�RI�WKHP��SDUWLFXODUO\�LQ�5XVVLD��ZKHUH�RXWVWDQGLQJ�FUHGLW
E\� FRPPHUFLDO� EDQNV� WR� WKH� SULYDWH� VHFWRU� LQ� ����� DQG� ����� ZDV� OHVV� WKDQ� ��
SHUFHQW� RI�*'3�� DQG�8NUDLQH� �ZKHUH� LW� DPRXQWHG� WR� HYHQ� OHVV� WKDQ� �� SHUFHQW� RI
*'3�LQ����������7KH�GHDUWK�RI�OHQGLQJ�WR�SULYDWH�HQWHUSULVHV�KDV�PDQ\�UHDVRQV�VXFK
DV� WKH� VPDOO� GHSRVLW� EDVH�� FURZGLQJ� RXW� RI� FUHGLW� E\� JRYHUQPHQWV� �ZLWK� WKH
H[FHSWLRQ�RI� WKH�&]HFK�5HSXEOLF�ZKHUH� WKH� JRYHUQPHQW� ERUURZHG� OLWWOH��� SRVVLEO\
DOVR� FKDQJHG� EHKDYLRU� RI� EDQNV� LQ� UHVSRQVH� WR� WLJKWHU� EDQN� UHJXODWLRQV� DQG� QRQ�
SHUIRUPLQJ� ORDQV� �'LWWXV�� ������ DQG� 6WHLQKHUU�� ������� DQG�� RI� FRXUVH�� WKH� VORZ
LPSURYHPHQW�RI�WKH�GHPDQGLQJ�SROLWLFDO��HFRQRPLF��DQG�RUJDQL]DWLRQDO�SUHUHTXLVLWHV
IRU�WKH�GHYHORSPHQW�RI�HIILFLHQW�FDSLWDO�PDUNHWV����1RW�RQO\�PD\�EDQNV�SXUVXH�FUHGLW
UDWLRQLQJ�EXW�RWKHU�SRWHQWLDO� ILQDQFLQJ�VRXUFHV�FDQ�GHYHORS�RQO\� VORZO\��7KHUH�DUH
YHU\�OLWWOH�FKDQFHV�IRU�DQ�DYHUDJH�HQWHUSULVH� WR� UHFHLYH� ILQDQFLQJ�IURP�GRPHVWLF�RU
IRUHLJQ� VRXUFHV� RWKHU� WKDQ� IURP� EDQNV�� 7KHUHIRUH� ³EDQNLQJ� QHHGV� WR� SUHFHGH
PDUNHWV³��6WHLQKHUU��������
��7KH�EDG�GHEW�SUREOHP�LQ�WKH�HFRQRP\�DQG�UHJDUGLQJ�EDQNV¶�EDODQFH�VKHHWV�LV�YHU\
ODUJH�LQ�5XVVLD���DQG�WKH�PHDQV�RI�WKH�JRYHUQPHQW�WR�FRQWULEXWH�WR�D�FOHDQLQJ�RI�WKH
EDODQFH� VKHHWV� LQVXIILFLHQW�� 7KHUHIRUH�� ZLGHVSUHDG� XVH� RI� WKH� LQVWUXPHQW� RI� GHEW�
HTXLW\� VZDSV� DSSHDUV� WR� EH� DQ� LQGLVSHQVDEOH� PHDQV� LQ� DQ\� EDQN� DQG� HQWHUSULVH
UHVWUXFWXULQJ� SURJUDP���� 6XFK� HQIRUFHPHQW� RI� OLDELOLW\� IRU� GHEW� ZLWK� HTXLW\� PD\
VLPXOWDQHRXVO\� WHQG� WR� LPSURYH� SURSHUW\� ULJKWV� DQG� D� KDUGHQLQJ� RI� EXGJHW
FRQVWUDLQWV�IRU�HQWHUSULVHV�

������������������������������ ����������������������������
���6HH��IRU�LQVWDQFH��6WHLQKHUU���������S��������
���,Q�PRVW�RI�WKH�FHQWUDO�HDVWHUQ�(XURSHDQ�FRXQWULHV�WKLV�UDWLR�LQFUHDVHG�WR�PRUH�WKDQ����SHUFHQW�RI
*'3�LQ������ZLWK�WKH�&]HFK�5HSXEOLF�KROGLQJ�WKH�OHDG�ZLWK�DERXW����SHUFHQW�RI�*'3��,Q�LQGXVWULDO
FRXQWULHV�LW�LV�XVXDOO\�PRUH�WKDQ�����SHUFHQW�RI�*'3��6HH�,0)��������
���6WHLQKHUU�DQG�+XYHQHHUV��������SURYLGH�DQ�RYHUYLHZ�
���5XVVLD�DQG�8NUDLQH�KDYH�H[WUHPHO\�KLJK�UDWLRV��,Q�WKH�ILUVW�TXDUWHU�RI������WRWDO�LQWHUHQWHUSULVH
GHEW��RYHUGXH�UHFHLYDEOHV��ZDV�DERYH����SHUFHQW�RI�*'3�LQ�5XVVLD�DQG�DERYH�����SHUFHQW�RI�*'3�LQ
8NUDLQH��EDG�GHEW�LQ�WRWDO�OHQGLQJ�RI�EDQNV�WR�WKH�SULYDWH�VHFWRU�ZDV�HVWLPDWHG�DW�DERYH����SHUFHQW�LQ
5XVVLD��FRUUHVSRQGLQJ�WR�DURXQG���SHUFHQW�RI�*'3��DQG�DERYH����SHUFHQW�LQ�8NUDLQH��FRUUHVSRQGLQJ
WR�DERXW�����SHUFHQW�RI�*'3��
���7KLV�LV�DOVR�XQDQLPRXVO\�HPSKDVL]HG�LQ�WKH�VWLOO�JURZLQJ�OLWHUDWXUH�RQ�WKH�LQWHUHQWHUSULVH�GHEW
SUREOHP�LQ�WUDQVLWLRQ�FRXQWULHV�



��

�� ,W� ZDV� DUJXHG� WKDW� WKH� SUHIHUHQFH� RI� D� XQLYHUVDO� EDQN� �DV� ERWK� VKDUHKROGHU� DQG
OHQGHU��IRU�D�OHVV�ULVN\�VWUDWHJ\�RQ�WKH�SDUW�RI�WKH�ERUURZHU�PLJKW�EH�KLJKO\�GHVLUDEOH
LQ�D�WUDQVLWLRQ�FRXQWU\�ZKHUH�UHODWLYHO\�KLJK�ULVNV�SUHYDLO��6WHLQKHUU��������

+HQFH�� WKH� YLHZ� WKDW� EDQNV� LQ� WUDQVLWLRQ� FRXQWULHV� VKRXOG� KROG� HTXLW\� DQG
SURYLGH�JRYHUQDQFH�RI�QRQ�ILQDQFLDO�HQWHUSULVHV�PD\�DSSHDU�FRPSHOOLQJ��+RZHYHU�
WKH�YLHZ�LV�DVVRFLDWHG�ZLWK�PDQLIROG�ULVNV�
��%DQNV�PD\� QRW� H[HUFLVH� WKHLU� FRQWURO� IXQFWLRQ� SURSHUO\�� 7KH\�PD\� HYHQ� XVH� WKH
HTXLW\�KROGLQJV�IRU�UHQW�VHHNLQJ�SXUSRVHV��IRU�LQVWDQFH�WR�SUHVVXUH�JRYHUQPHQWV�IRU
SULYLOHJHV��D�EHKDYLRU�WKDW�RFFXUUHG�LQ�5XVVLD��-RKQVRQ��������
�� ,PSHUIHFWLRQV�RI� WKH� OHJDO�� LQVWLWXWLRQDO�� DQG� UHJXODWRU\� IUDPHZRUN�PDNH� LW�PRUH
GLIILFXOW�IRU�D�EDQN�WR�HIIHFWLYHO\�FRQWURO�PDQDJHPHQWV�RI�QRQ�ILQDQFLDO�HQWHUSULVHV�
�� 7KH� EXGJHW� FRQVWUDLQWV� IRU� HQWHUSULVHV� SDUWO\� RU� IXOO\� RZQHG� E\� EDQNV� PD\� QRW
EHFRPH� KDUGHU� EXW� ZHDNHU�� 7KLV� FDQ� EH� WKH� UHVXOW� RI� FHUWDLQ� DQWLFLSDWLRQV� RI� WKH
PDQDJHPHQWV�RI�VXFK�HQWHUSULVHV��)RU�LQVWDQFH��WKH\�NQRZ�WKDW�LQ�FDVH�RI�LQVROYHQF\
RI� WKHLU�HQWHUSULVH� WKH�EDQN�DV�RZQHU�DQG�OHQGHU� LV� OLNHO\� WR�SUHIHU� UHVWUXFWXULQJ�RI
WKH�HQWHUSULVH�UDWKHU�WKDQ�OLTXLGDWLRQ�EHFDXVH�WKH�ODWWHU�XVXDOO\�HQWDLOV�FRQVLGHUDEOH
DGGLWLRQDO�FRVWV�WKDW�QHHG�WR�EH�ERUQH�E\�WKH�RZQHU��'HZDWULSRQW�DQG�7LUROH��������

$YDLODEOH�VWXGLHV�RQ�OHQGLQJ�RI�EDQNV�EHORQJLQJ� WR� UHODWLYHO\� ODUJH�),*V� LQ
5XVVLD� �HYDOXDWHG� LQ�',:� HW� DO��� ������ VKRZ� D�PL[HG� UHVXOW�� 2QO\� WKUHH� RI� WKHVH
HLJKW� EDQNV� DSSHDU� LQGHHG� WR� KDYH� OHQW�PRUH� WR� QRQ�ILQDQFLDO� HQWHUSULVHV� WKDQ� WKH
DYHUDJH�EDQN��PHDVXUHG�LQ�WHUPV�RI�WKH�EDODQFH�VKHHW� WRWDO��)ROORZLQJ�WKH�EDQNLQJ
FULVLV� RI� ����� WZR� RI� WKH� WKUHH� EDQNV� EHFDPH� LQVROYHQW� DQG� WKHLU� OLFHQVHV� ZHUH
ZLWKGUDZQ��7KH�RWKHU�RQH�VWDUWHG�WR�UHFHLYH�VXSSRUW�E\�$5&2�LQ�PLG�������,Q�WKH
&]HFK�5HSXEOLF� WKH� UXOHV� UHJDUGLQJ� HTXLW\� LQYHVWPHQWV� RI� ILQDQFLDO� LQWHUPHGLDULHV
KDYH�EHHQ�OLEHUDO��7KHUH��KRZHYHU��SRRU�PDQDJHPHQW�RI�VXFK�UHODWLYHO\�ODUJH�HTXLW\
KROGLQJV� ZDV� EODPHG� WR� KDYH� EHHQ� D� PDMRU� FDXVH� IRU� WRR� OLWWOH� UHVWUXFWXULQJ
RFFXUULQJ�DW�WKH�HQWHUSULVH�OHYHO�DQG�FRQWULEXWLQJ�WR�WKH�UHFHVVLRQ�LQ������

7KHVH�REMHFWLRQV� WR�HTXLW\�KROGLQJV�RQ� WKH�SDUW�RI� EDQNV�RU�RWKHU� ILQDQFLDO
LQWHUPHGLDULHV�UHLQIRUFH�WKH�YLHZ�WKDW�D�VHDUFK�IRU�VHFRQG�EHVW�VROXWLRQV�LQVWHDG�RI
V\VWHPDWLF� LPSURYHPHQW�RI� WKH�PHQWLRQHG� LPSHUIHFWLRQV�RI� WKH� OHJDO�� LQVWLWXWLRQDO�
DQG� UHJXODWRU\� IUDPHZRUN�� PD\� DSSHDU� IXWLOH�� 7KLV� LPSURYHPHQW� ZRXOG� LQFOXGH
VWULFW�HQIRUFHPHQW�RI�5XVVLD¶V�DGRSWHG�OLPLWV�IRU�HTXLW\�LQYHVWPHQWV�DV�D�VKDUH�RI�D
EDQN¶V� RZQ� FDSLWDO� DQG� RI� WKH� VWDQGDUG� SUXGHQWLDO� UXOHV� UHJDUGLQJ� TXDOLILFDWLRQ� RI
EDQN�PDQDJHUV�� ODUJH� ORDQV�� ORDQV� WR�RZQHUV�� LQVLGHUV�� UHODWHG� HQWLWLHV�� RII� EDODQFH
VKHHW� WUDQVDFWLRQV� DQG� DOO� RWKHU� ULVN� H[SRVXUHV�ZLWK� VRPH�QHFHVVDU\�PRGLILFDWLRQV
GLVFXVVHG�LQ� WKH�IROORZLQJ��0RUHRYHU��JRYHUQDQFH�RI�ILQDQFLDO� LQWHUPHGLDULHV� LV�DQ
LVVXH� WKDW�� XQOLNH� LQ� D� GHYHORSHG� PDUNHW� HFRQRP\�� PD\� KDYH� WR� EH� VXEMHFW� WR
UHJXODWLRQ� LQ� WUDQVLWLRQ�FRXQWULHV� �DV�GLVFXVVHG�EHORZ���%XW�XQGHU� WKH� FRQGLWLRQ�RI
VXFK�V\VWHPDWLF�LPSURYHPHQWV��UHVWULFWLRQV�IRU�HTXLW\�LQYHVWPHQWV�GHILQHG�LQ�WHUPV
RI�D�PD[LPXP�VKDUH�RI�WKH�UHVSHFWLYH�FRPSDQ\¶V�RZQ�FDSLWDO�FRXOG�EH�VXIILFLHQWO\
OLEHUDO��VR�DV�WR�HQDEOH�EDQNV�WR�KROG�VWDNHV�RI�QRQ�ILQDQFLDO�HQWHUSULVHV�VXIILFLHQWO\
ODUJH� WR�PRQLWRU� WKHP�HIIHFWLYHO\��7KLV�ZRXOG� EH� H[SHFWHG� WR� IDFLOLWDWH� OHQGLQJ� RI
EDQNV��GHEW�HTXLW\�VZDSV�DQG�ULVN�FRQWDLQPHQW�



��

�� 3ROLF\�2SWLRQV

D� :HDNQHVVHV�RI�ZHVWHUQ�SUXGHQWLDO�UHJXODWLRQ

(YHQ�ZLWKRXW�WKH�EDQNLQJ�FULVLV�LQ�������5XVVLD¶V�ILQDQFLDO�V\VWHP�KDV�EHHQ
XQVWDEOH�DQG�QRW�EHHQ�DEOH�WR�IXOILOO�LWV�IXQFWLRQV��,PSURYHPHQWV�RI�WKH�UHJXODWLRQ�RI
WKH�ILQDQFLDO�V\VWHP�SULRU�WR�WKH�FULVLV�KDYH�EHHQ�LQVXIILFLHQW��7KH�LPSRUWDQW�SRLQW�LV�
KRZHYHU��WKDW�HYHQ�KDG�WKHUH�EHHQ�D�IXOO\�HQIRUFHG�SUXGHQWLDO�UHJXODWLRQ�RI�5XVVLD¶V
ILQDQFLDO� V\VWHP� DFFRUGLQJ� WR� ZHVWHUQ� VWDQGDUGV�� WKH� FULVLV� PD\� QRW� KDYH� EHHQ
DYHUWHG�DV�GLVFXVVHG�LQ�WKH�IROORZLQJ�

:HVWHUQ� SUXGHQWLDO� UHJXODWLRQ� FHQWHUV� DURXQG� WKH� FDSLWDO� DGHTXDF\� UXOH
DFFRUGLQJ� WR� WKH� %,6� ������ DQG� ������ GHILQLWLRQ� �XSGDWHG� &RRN� UDWLR��� 7KLV� UXOH
GHWHUPLQHV� WKDW� WKH� UDWLR�RI�RZQ�FDSLWDO�RI�D�EDQN� WR� LWV� ULVN�ZHLJKWHG�RQ�DQG�RII�
EDODQFH�VKHHW�DVVHWV�QHHGV�WR�EH�QR�OHVV�WKDQ���SHUFHQW��ZKHUH�RZQ�FDSLWDO�LV�GHILQHG
DV�HTXLW\�DQG�UHWDLQHG�HDUQLQJV��FRUH�FDSLWDO�RU� WLHU�,�FDSLWDO��SOXV�FHUWDLQ� ILQDQFLDO
LQVWUXPHQWV�EHDULQJ�FKDUDFWHULVWLFV� WKDW�PDNH� WKHP�VLPLODU� WR� HTXLW\� �VXERUGLQDWHG
GHEW� RU� WLHU� ,,� FDSLWDO� DQG� DOVR�� VLQFH� ������ WLHU� ,,,� FDSLWDO��� $OWKRXJK� WKH� FDSLWDO
DGHTXDF\�UXOHV�DUH�UHJXODUO\�UHYLVHG�LQ�DQ�DWWHPSW�WR�FRQVLGHU�WKH�FKDQJLQJ�VSHFWUXP
RI� ULVNV� DQG� ULVN� PLWLJDWLQJ� WHFKQLTXHV� LQ� EDQNLQJ�� WKHUH� DUH� FXUUHQWO\� VWLOO
FRQVLGHUDEOH�GUDZEDFNV�RI�WKH�XSGDWHG�&RRNH�UDWLR��6RPH�RI�WKHP�DUH�DGGUHVVHG�LQ
D� UHFHQW� SURSRVDO� IRU� D� QHZ� FDSLWDO� DGHTXDF\� IUDPHZRUN� �%,6� �������+RZHYHU�� LW
PD\�WDNH�FRQVLGHUDEOH�WLPH�XQWLO�FRPSURPLVH�RQ�WKLV�SURSRVDO�LV�UHDFKHG�DQG�LW�DOVR
KDV�VLJQLILFDQW�GUDZEDFNV��VRPH�RI�WKHP�DUH�GHVFULEHG�LQ�$GDPVRQ�HW�DO���������

7KH�SUREOHPV�EHJLQ�ZLWK� WKH�GHILQLWLRQ�RI�RZQ�FDSLWDO��7KH� UHFRJQLWLRQ� RI
�HYHQ� VKRUW�WHUP�� VXERUGLQDWHG� GHEW� �XS� WR� FHUWDLQ� OLPLWV�� DV� RZQ� FDSLWDO�PD\� QRW
FRQWULEXWH� WR� SURPRWH� VWDELOLW\� RI� WKH� EDQNLQJ� V\VWHP�� ,Q� FDVH� RI�� IRU� LQVWDQFH�
VXFFHVVLYH�DGYHUVH�VKRFNV�WR�D�EDQN�WKH�ODWWHU¶V�FDSLWDO�FRVWV�DUH�OLNHO\�WR�LQFUHDVH�
,Q�VORZ�UHIRUPLQJ�WUDQVLWLRQ�FRXQWULHV�WKLV�LQFUHDVH�FRXOG�EH�YHU\�VXEVWDQWLDO�HYHQ�WR
WKH�SRLQW� WKDW� LW�ZRXOG�QRW�EH�SRVVLEOH� WR� UDLVH�DGGLWLRQDO�FDSLWDO��7KHUH� LV� WKXV�DQ
DGGLWLRQDO�EXUGHQ� IRU� WKH�EDQN� MXVW� DW� D� WLPH�ZKHQ� LW� FDQQRW�EHDU� LW�� ,W� LV� DOVR�QRW
FOHDU�IURP�D�WKHRUHWLFDO�SRLQW�RI�YLHZ�ZKHWKHU�WKH�FKRVHQ�FDSLWDO�UDWLR�RI���SHUFHQW
FDQ�EH�FRQVLGHUHG�RSWLPDO�

:LWK� UHJDUG� WR� FRQVLGHUDWLRQ� RI� PDUNHW� ULVNV� LQ� WKH� UHTXLUHG� FDSLWDO� UDWLR�
SRUWIROLR� GLYHUVLILFDWLRQ� RI� D� EDQN� DQG� WKH� LQWHUHVW� UDWH� ULVN� DUH� FRQVLGHUHG� ZLWK
UHJDUG� WR� WKH� WUDGLQJ�ERRN�RI� D�EDQN� �ILQDQFLDO� DVVHWV� LQWHQWLRQDOO\� KHOG� IRU� VKRUW�
WHUP� SXUSRVHV�� DQG� QRW� ZLWK� UHJDUG� WR� WKH� EDQNLQJ� ERRN���� ,Q� DGGLWLRQ�� DOWKRXJK
WKHUH�KDYH�EHHQ� LPSURYHPHQWV� UHJDUGLQJ� FRQVLGHUDWLRQ�RI� ULVN� LQFUHDVLQJ� DQG� DOVR
ULVN�PLWLJDWLQJ� HIIHFWV� RI� RII�EDODQFH� VKHHW� WUDQVDFWLRQV�� WKH�PLWLJDWLQJ� HIIHFWV� DUH
FRQVLGHUHG�RQO\� UXGLPHQWDULO\��6HYHUDO� DSSURDFKHV� IRU� LPSURYHPHQW� DUH� VXJJHVWHG

������������������������������ ����������������������������
���7KH�UHFHQW������%,6�SURSRVDO�VXJJHVWV�WR�FRQVLGHU�H[SOLFLWO\�LQWHUHVW�UDWH�ULVNV�LQ�WKH�EDQNLQJ�ERRN
IRU�WKRVH�EDQNV�ZKHUH�WKHVH�ULVNV�DUH�VLJQLILFDQWO\�DERYH�DYHUDJH�
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LQ�WKH�%,6��������UHIRUP�SURSRVDO�ZKLFK��RZLQJ�WR�WKHLU�FRPSOH[�QDWXUH��DUH�OLNHO\
WR�UHTXLUH�FRQVLGHUDEOH�WLPH�XQWLO�D�FRPSURPLVH�LV�LPSOHPHQWHG�

5HJDUGLQJ� FUHGLW� ULVN� LW� LV� DOVR� ZLGHO\� DFNQRZOHGJHG� WKDW� WKH� FXUUHQW� ULVN
ZHLJKWLQJ� RI� DVVHWV� LV� WRR� FUXGH� WR� EH� D� VDWLVIDFWRU\�PHDVXUH�� &XUUHQWO\� WKH�PDLQ
GHWHUPLQDQWV�RI� ULVN�ZHLJKWLQJ�DUH� WKH�GLVWLQFWLRQ�EHWZHHQ�2(&'�DQG�QRQ�2(&'
FRXQWULHV�RQ�WKH�RQH�KDQG��DQG�EHWZHHQ�JRYHUQPHQWV��EDQNV��DQG�RWKHU�HQWLWLHV��RQ
WKH�RWKHU��)RU�LQVWDQFH��FODLPV�ZLWK�PDWXULW\�RI�XS�WR�RQH�\HDU�RQ�EDQNV�LQFRUSRUDWHG
LQ�QRQ�2(&'�FRXQWULHV��VXFK�DV�5XVVLD��FDUU\�D�ULVN�ZHLJKW�RI�RQO\����SHUFHQW���L�H�
D� FDSLWDO� FKDUJH� RI� RQO\� ���� SHUFHQW� RI� VXFK� ORDQV� LV� OHYLHG��� 1RQ�2(&'� FHQWUDO
JRYHUQPHQWV�DUH�DVVLJQHG�D�ULVN�ZHLJKW�RI�]HUR�SHUFHQW��LI�WKH�FODLP�LV�GHQRPLQDWHG
DQG� IXQGHG� LQ� WKH� UHVSHFWLYH� QDWLRQDO� FXUUHQF\�� RU� ���� SHUFHQW� �DOO� RWKHU� FDVHV��
&ODLPV� RQ� EDQNV� IURP�QRQ�2(&'�FRXQWULHV�ZLWK� D�PDWXULW\� RI� RYHU� RQH� \HDU� DUH
DVVLJQHG�D�ULVN�ZHLJKW�RI�����SHUFHQW��HTXLYDOHQW�WR�D�FDSLWDO�FKDUJH�RI���SHUFHQW��

*LYHQ� WKH� DUELWUDULQHVV� RI� WKHVH� DVVLJQPHQWV� LW� LV� SURSRVHG� WR� UHSODFH� WKH
FXUUHQW�ULVN�ZHLJKWLQJ�ZLWK�FUHGLW�UDWLQJV��%,6��������7KH�IXQGDPHQWDO�PHULW�RI�WKLV
FRXOG�EH� WR�PDNH� FDSLWDO� FKDUJHV�PRUH� VHQVLWLYH� WR� DFWXDO� FUHGLW� ULVN��+RZHYHU�� LW
OHDYHV� LQ� SODFH� D� V\VWHP� RI� DUELWUDU\� DVVHW� DOORFDWLRQ� DQG� FDSLWDO� FKDUJHV�� 7KH
SURSRVHG�MXPSV�LQ�ULVN�ZHLJKWV�IURP�RQH�UDWLQJ�OHYHO�WR�D�KLJKHU�RU�ORZHU�OHYHO�DUH
FRQVLGHUDEOH�� ,Q� DGGLWLRQ�� FUXFLDO� XQDQVZHUHG� TXHVWLRQV� FRQFHUQ� WKH� HIIHFWV� RI� D
VXGGHQ� GRZQJUDGLQJ� RI� UDWLQJV� GXULQJ� D� FULVLV�� WKH� TXDOLW\� RI� WKH� DVVHVVPHQWV� RI
UDWLQJ�DJHQFLHV��WKH�VHOHFWLRQ�RI�HOLJLEOH�DJHQFLHV��DQG�WR�ZKDW�H[WHQW�WKH�EHKDYLRU�RI
WKHVH�DJHQFLHV�LV�DIIHFWHG��DQG�SRWHQWLDO�QHZ�FRQIOLFWV�RI�LQWHUHVW�DUH�FUHDWHG��VKRXOG
VXFK�D�V\VWHP�FRPH�LQWR�HIIHFW��$QRWKHU�SUREOHP�RI�WKH�SURSRVDO�DSSHDUV�WR�EH�WKDW
XQUDWHG� EDQNV�� FRUSRUDWHV� DQG� VRYHUHLJQV� UHFHLYH� D� PXFK� ORZHU� ULVN� ZHLJKW� WKDQ
HQWLWLHV�ZLWK�D�SRRU�UDWLQJ��7KLV�FRXOG�SURYLGH�LQFHQWLYHV�QRW�WR�UHFHLYH�D�UDWLQJ�

:LWK� UHJDUG� WR� 5XVVLD� WKH� %,6� SURSRVDO� ZRXOG� WHQG� WR� LQFUHDVH� WKH� ULVN
ZHLJKWV� IRU� FODLPV� RQ� 5XVVLDQ� HQWLWLHV� GHSHQGHQW�� KRZHYHU�� RQ� WKH� UDWLQJ� DJHQF\
XVHG��)RU� LQVWDQFH��ZKHQ�XVLQJ� WKH� UDWLQJ�RI�D� OHDGLQJ� UDWLQJ�DJHQF\�RI�PLG������
FODLPV� RQ� 5XVVLD¶V� FHQWUDO� JRYHUQPHQW� ZRXOG� EH� DVVLJQHG� D� ULVN� ZHLJKW� RI� ���
SHUFHQW��ZKLFK�FRUUHVSRQGV�WR�D�FDSLWDO�FKDUJH�RI����SHUFHQW��LQVWHDG�RI�WKH�FXUUHQW
���� SHUFHQW� ULVN� ZHLJKW�� &ODLPV� RQ� 5XVVLDQ� EDQNV� ZLWK� PDWXULW\� RI� OHVV� WKDQ� �
PRQWKV�ZRXOG�UHFHLYH�D�ULVN�ZHLJKW�IURP����WR�����SHUFHQW�LQVWHDG�RI�WKH�FXUUHQW���
SHUFHQW�

$V� WR� ULVNV� RWKHU� WKDQ� FUHGLW� DQG� PDUNHW� ULVNV�� VXFK� DV� OLTXLGLW\� DQG
RSHUDWLRQDO� ULVNV�� LQFOXGLQJ� UHSXWDWLRQDO� DQG� OHJDO� ULVNV�� WKHVH� DUH� FXUUHQWO\
FRQVLGHUHG� PHUHO\� LPSOLFLWO\� LQ� WKH� FDSLWDO� UDWLR�� 7KLV� LV� EHFDXVH� WKH� UDWLR� LV
LQWHUSUHWHG� WR� KDYH� D� EXIIHU� IRU� XQTXDQWLILHG� ULVNV�� 7KH� ����� %,6� SURSRVDO
DFNQRZOHGJHV�WKLV�WR�EH�XQVDWLVIDFWRU\�DQG�VXJJHVWV�WR�LQWURGXFH�DQ�H[SOLFLW�FDSLWDO
FKDUJH� IRU� WKHVH� ULVNV�� )RU� 5XVVLD�� WKLV� FRXOG� PHDQ� FRQVLGHUDEO\� KLJKHU� FDSLWDO
UHTXLUHPHQWV��,Q�DGGLWLRQ�WKH�%,6��������SURSRVDO�VXJJHVWV�WZR�DGGLWLRQDO�SLOODUV�RI
EDQNLQJ� VXSHUYLVLRQ�� )LUVWO\�� D� VXSHUYLVRU\� UHYLHZ� SURFHVV� RI� FDSLWDO� DGHTXDF\
ZKHUH�EDQNLQJ�VXSHUYLVRUV�HQVXUH�WKDW�D�EDQN¶V�FDSLWDO�LV�FRQVLVWHQW�ZLWK�LWV�RYHUDOO
ULVN� SURILOH� E\� UHYLHZLQJ� DQG� HYDOXDWLQJ� LQWHUQDO� FDSLWDO� DGHTXDF\� DVVHVVPHQWV� RI
EDQNV�DQG� LQWHUYHQLQJ�HDUO\� WR�HQVXUH�VXIILFLHQW�FDSLWDO� UDWLRV��6HFRQGO\�� HQKDQFHG
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PDUNHW� GLVFLSOLQH� WKURXJK� FRPPRQ� VWDQGDUGV� IRU� LPSURYHG� GLVFORVXUH� RI
LQIRUPDWLRQ� RQ� EDQNV¶� ULVN� DQG� FDSLWDO� VWUXFWXUH�� ,Q� FRQWUDVW� WR� WKH� SURSRVDOV� IRU
UHIRUP�RI�WKH�ILUVW�SLOODU��WKH�FDSLWDO�UHTXLUHPHQWV��WKH�SURSRVDOV�IRU�WKH�VHFRQG�DQG
WKLUG�SLOODU�PD\� DSSHDU�PXFK� OHVV� FRQWURYHUVLDO�� SHUKDSV� HYHQ�QRW� FRQWURYHUVLDO� DW
DOO�

E� &RXOG�WKH�EDQNLQJ�FULVLV�RI�$XJXVW������KDYH�EHHQ�SUHYHQWHG�KDG�ZHVWHUQ�
SUXGHQWLDO�UHJXODWLRQ�IRU�EDQNV�EHHQ�HQIRUFHG"

*LYHQ�WKH�DSSUHKHQVLRQV�DERXW�VRPH�DVSHFWV�RI� WKH�SURSRVHG�UHIRUP�RI� WKH
ILUVW� SLOODU� IRU� D� QHZ� FDSLWDO� DGHTXDF\� IUDPHZRUN� DQG� JLYHQ� WKH� XQFHUWDLQW\
UHJDUGLQJ�LWV� LPSOHPHQWDWLRQ�� LW� LV�QRW�ZDUUDQWHG�FXUUHQWO\� WR� UHO\�RQ� LW�DV� WKH�QHZ
ZHVWHUQ� PRGHO� RI� SUXGHQWLDO� UHJXODWLRQ�� 8VLQJ� WKHQ� WKH� FXUUHQW� FDSLWDO� DGHTXDF\
IUDPHZRUN�LW�DSSHDUV�WKDW�VHYHUDO�RI�LWV�ZHDNQHVVHV��LQ�SDUWLFXODU�D�ZHDN�GHILQLWLRQ
RI�FDSLWDO��XQVDWLVIDFWRU\�FRQVLGHUDWLRQ�RI�SRUWIROLR�GLYHUVLILFDWLRQ��LQWHUHVW�UDWH�ULVN
DQG�FUHGLW�ULVN�LQ�WKH�EDQNLQJ�ERRN��DQG�XQVDWLVIDFWRU\�FRQVLGHUDWLRQ�RI�OLTXLGLW\�DQG
RSHUDWLRQDO� ULVNV�� DUH� PRUH� SURQRXQFHG� GXULQJ� WUDQVLWLRQ�� 7KLV� LV� EHFDXVH� RI� WKH
PHQWLRQHG� OHJDO� DQG� LQVWLWXWLRQDO� LPSHUIHFWLRQV�� WKH� KLJKHU� YRODWLOLW\� RI
PDFURHFRQRPLF�YDULDEOHV�DQG�WKH�VROYHQF\�SUREOHP�RI�WKH�JRYHUQPHQW�

)RU� LQVWDQFH�� XQGHU� WKLV� FXUUHQW� IUDPHZRUN� DQG� DVVXPLQJ� WKDW� QDWLRQDO
VXSHUYLVRUV� GR� QRW� LPSRVH� IXUWKHU� UHVWULFWLRQV�� EDQNV� ZRXOG� QRW� QHHG� WR� EDFN� XS
FUHGLW� WR� WKH� 5XVVLDQ� JRYHUQPHQW� GHQRPLQDWHG� DQG� IXQGHG� LQ� 5XEHO� ZLWK� RZQ
FDSLWDO�� +HQFH�� XQGHU� WKLV� UHJXODWLRQ� WKH� GHIDXOW� RI� WKH� 5XVVLDQ� JRYHUQPHQW� RQ� D
VXEVWDQWLDO�SDUW�RI�LWV�GHEW��DV�RFFXUUHG�LQ�$XJXVW�6HSWHPEHU�������FRQVXPHV�RZQ
FDSLWDO� RI� EDQNV�KROGLQJ� VXFK�GHEW� WKDW� LV� QHHGHG� DV� D�EXIIHU� IRU�RWKHU� ULVNV��7KLV
SUREOHP�LV�SDUWLFXODUO\�UHOHYDQW�IRU�WKH�6DYLQJV�%DQN��6EHUEDQN��VLQFH�WKH�VKDUH�RI
JRYHUQPHQW�GHEW�LQ�LWV�DVVHWV�LV�YHU\�ODUJH��,Q�DGGLWLRQ�WKH�JRYHUQPHQW�JXDUDQWHH�RI
WKH�GHSRVLWV� RI� WKH�6EHUEDQN�RU�RI� DQ\�RWKHU�EDQN� OLDELOLW\� FDQQRW� KDYH� DQ\� YDOXH
ZKHQ�WKHUH�LV�D�JRYHUQPHQW�GHIDXOW�

6HFRQGO\��DOWKRXJK�ZHVWHUQ�SUXGHQWLDO�UHJXODWLRQ�ZRXOG�KDYH�OLPLWHG�EDQNV¶
RSHQ� IRUHLJQ�H[FKDQJH�SRVLWLRQV�� WKXV� OLPLWLQJ�EDQNV¶�GLUHFW� ORVVHV� IURP� WKH� ODUJH
FXUUHQF\�GHSUHFLDWLRQ�VKRFN��LW�PD\�QRW�KDYH�SURYLGHG�VXIILFLHQW�SURWHFWLRQ�DJDLQVW
WKH�GHFOLQH�RI�WKH�TXDOLW\�RI�WKH�ORDQ�SRUWIROLR�RI�WKH�EDQNLQJ�VHFWRU�WKDW�LV�OLNHO\�WR
EH�DVVRFLDWHG�ZLWK�D�ODUJH�FXUUHQF\�GHYDOXDWLRQ��L�H��DJDLQVW�WKH�ULVH�RI�WKH�DJJUHJDWH
VKDUH�RI�QRQ�SHUIRUPLQJ�ORDQV��8QGHU�D�ODUJH�FXUUHQF\�GHYDOXDWLRQ�WKLV�GHFOLQH�PD\
EH�VXEVWDQWLDO� LI� WKH�LQVWLWXWLRQDO� LQIUDVWUXFWXUH�GRHV�QRW�IDFLOLWDWH�VWUXFWXUDO�FKDQJH
RQ�WKH�HQWHUSULVH�OHYHO��,W�WDNHV�WLPH�IRU�WKH�HFRQRP\�WR�DGMXVW�WR�D�GHYDOXDWLRQ�DQG
WR� EHQHILW� IURP� LW�� VR� WKDW� LQLWLDOO\� DGYHUVH� HIIHFWV� RQ� SURGXFWLRQ� GRPLQDWH�� ,Q
DGGLWLRQ��HYHQ�WKRVH�VHFWRUV�RI� WKH�HFRQRP\�WKDW�PD\�LQVWDQWDQHRXVO\�EHQHILW� IURP
WKH� GHYDOXDWLRQ� DUH� XQOLNHO\� LQ� DQ� XQVWDEOH� VLWXDWLRQ� WR� LQFUHDVH� WKHLU� GHSRVLWV� DW
EDQNV��5DWKHU� WKH\�PD\� MRLQ�RWKHU�HFRQRPLF�DJHQWV� LQ�DWWHPSWLQJ� WR� VKLIW�GHSRVLWV
RXW� RI� EDQNV� WR� DVVHWV� FRQVLGHUHG� WR� EH� VDYH�� 7KXV�� WKH� DGYHUVH� HIIHFW� RQ� EDQNV¶
DJJUHJDWH� EDODQFH� VKHHW� DQG� SURILWDELOLW\� FDXVHG� E\� WKRVH� VHFWRUV� RI� WKH� HFRQRP\
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WKDW�DUH�LQLWLDOO\�KXUW�E\�WKH�GHYDOXDWLRQ��DQG�WKDW�IDFH�OLTXLGLW\�SUREOHPV��EHFRPH�D
KLJKHU� ULVN� DQG� UHTXLUH� PRUH� LQWHQVH� PRQLWRULQJ�� LV� OLNHO\� WR� GRPLQDWH� SRWHQWLDO
IDYRUDEOH� HIIHFWV� RQ�EDQNV¶�EDODQFH� VKHHWV� DQG�SURILWDELOLW\� FDXVHG� E\� VHFWRUV� WKDW
EHQHILW� IURP� WKH� GHYDOXDWLRQ�� $V� D� UHVXOW�� LQLWLDOO\� DIWHU� D� ODUJH� GHYDOXDWLRQ�
LQFUHDVHG� ORVVHV� RQ� ORDQV� DQG� GHSRVLW� ZLWKGUDZDOV� DUH� OLNHO\�� ,I�� XQGHU� WKH
DVVXPSWLRQ� RI� HQIRUFHG� ZHVWHUQ� SUXGHQWLDO� UHJXODWLRQ�� EDQNV� UHDFW� WR� WKLV� ZLWK
LQFUHDVHG� FUHGLW� UDWLRQLQJ�� FRQWUDFWLRQ� RI� OHQGLQJ� ZRXOG� LQWHQVLI\� DQG� SURGXFWLRQ
ZRXOG� HYHQ� EH� PRUH� DGYHUVHO\� DIIHFWHG�� 7KXV�� HYHQ� XQGHU� ZHVWHUQ� SUXGHQWLDO
UHJXODWLRQ�� VWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP� LQ� D� VLWXDWLRQ� RI� ODUJH� FXUUHQF\
GHSUHFLDWLRQ�FDQ�SURYH�WR�EH�GLIILFXOW�WR�EH�PDLQWDLQHG�

,Q� WKH�FRQWH[W�RI�5XVVLD��KRZHYHU�� WKH�SUREOHPV�RI�GHWHULRUDWLQJ�TXDOLW\�RI
WKH� DJJUHJDWH� ORDQ� SRUWIROLR� DQG� GHSRVLW�ZLWKGUDZDOV� DV� D� UHVXOW� RI� D� JLYHQ�� ODUJH
FXUUHQF\�GHSUHFLDWLRQ�ZRXOG�EH�H[SHFWHG�WR�EH�PRUH�VHYHUH�HYHQ�LI�EDQNV�ZRXOG�EH
VWULFWO\� VXEMHFW� WR� ZHVWHUQ� SUXGHQWLDO� UHJXODWLRQ�� 7KLV� LV� EHFDXVH� RI� 5XVVLD¶V� OHVV
GHYHORSHG� LQVWLWXWLRQDO� HQYLURQPHQW� �UHJDUGLQJ� JXDUDQWHHLQJ� RI� SURSHUW\� ULJKWV�
VWDELOLW\� RI� WKH� OHJDO� HQYLURQPHQW�� UHOLDELOLW\� RI� WKH� FRXUW� V\VWHP�� WUDQVSDUHQW
DFFRXQWLQJ� DQG� DXGLWLQJ�� HQIRUFHPHQW� RI� OLDELOLW\� IRU� GHEW� LQFOXGLQJ� EDQNUXSWF\
HWF���� QRW� WR� PHQWLRQ� WKH� UHVSRQVH� RI� PDFURHFRQRPLF� SROLF\� PDNHUV� WR� WKH� ODUJH
FXUUHQF\�GHSUHFLDWLRQ�WKDW�FRQWULEXWHG�WR�PDFURHFRQRPLF�LQVWDELOLW\�

,Q� VXP�� D� ILQDQFLDO� V\VWHP� LV� VR� FORVHO\� LQWHUWZLQHG� ZLWK� WKH� UHVW� RI� WKH
HFRQRP\��WKDW�UHFDSLWDOL]DWLRQ�DQG�UHVWUXFWXULQJ�RI�EDQNV�DQG�EDQNV¶�VXEPLVVLRQ�WR
SUXGHQWLDO�UHJXODWLRQ�DFFRUGLQJ�WR�WKH�FXUUHQW�ZHVWHUQ�VWDQGDUG��HYHQ�LI�HQIRUFHDEOH�
PD\�QHLWKHU�EH�OLNHO\�WR�SURYLGH�IRU�VXIILFLHQW�VWDELOLW\�RI�WKH�EDQNLQJ�V\VWHP�QRU�WR
VLJQLILFDQWO\� LPSURYH� WKH� IXOILOOPHQW�RI� WKH� IXQFWLRQV�RI�EDQNV�XQOHVV� VRPH�RI� WKH
SUXGHQWLDO�UXOHV�DUH�DGDSWHG�DQG�WKH�LQVWLWXWLRQDO�HQYLURQPHQW�LV�VLPXOWDQHRXVO\�DOVR
LPSURYHG��+HQFH��D�FRPSUHKHQVLYH�DSSURDFK�LV�QHHGHG�

F� $GDSWDWLRQ�RI�VRPH�ZHVWHUQ�SUXGHQWLDO�UXOHV

&RQFHUQLQJ�FDSLWDO�DGHTXDF\��VHYHUDO�DXWKRUV�DUJXHG�WKDW�FDSLWDO�DVVHW�UDWLRV
LQ� WUDQVLWLRQ� FRXQWULHV� VKRXOG� EH� KLJKHU� WKDQ� LQ� LQGXVWULDO� FRXQWULHV�� )RU� LQVWDQFH�
*2/'67(,1� ������� SURSRVHG� WKDW� WKH� FDSLWDO�DVVHW� UDWLR� LQ� FRXQWULHV� ZLWK� ORDQ
GHIDXOWV�� UHVWUXFWXULQJ� RI� EDQNV�� RU� VXEVWDQWLDO� JRYHUQPHQW� DVVLVWDQFH� WR� SUREOHP
EDQNV� VKRXOG� EH� KLJKHU� WKDQ� %,6� VWDQGDUGV�� 2SSRVLQJ� WKLV� YLHZ�� 67(,1+(55
������� ������ DUJXHG� WKDW� VLQFH� PDQ\� WUDQVLWLRQ� FRXQWULHV� GLG� QRW� VXFFHHG� LQ
HQIRUFLQJ�WKH�%,6�FDSLWDO�UHTXLUHPHQW��LW�ZRXOG�EH�XQUHDOLVWLF�WR�UHFRPPHQG�DQ�HYHQ
PRUH� GHPDQGLQJ� VWDQGDUG�� ,Q� DGGLWLRQ�� WKH� DGGLWLRQDO� FRVWV� RI� VXFK� KLJKHU� FDSLWDO
UHTXLUHPHQW� ZRXOG� SXW� EDQNV� LQ� WUDQVLWLRQ� FRXQWULHV� DW� D� GLVDGYDQWDJH�� LW� FRXOG
GDPSHQ�OHQGLQJ�DQG�UHVWULFW�HQWU\�LQWR�EDQNLQJ��+H�SURSRVHG�WR�PRGLI\�WKH���SHUFHQW
UXOH�LQ�WKUHH�ZD\V�
�� ,Q� WKH� ULVN�ZHLJKWLQJ� VFKHPH� IRU� WKH� WKUHH� PDLQ� JURXSV� RI� EDQN� ERUURZHUV
�JRYHUQPHQWV�� EDQNV�� DQG� RWKHUV��� KLJKHU� ZHLJKWV� VKRXOG� EH� DSSOLHG�� DQG� WKH
PDWXULW\�RI�OHQGLQJ�WR�EDQNV�DQG�WR�QRQ�EDQNV�VKRXOG�EH�H[SOLFLWO\�FRQVLGHUHG�
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��7KH�FDSLWDO� FRHIILFLHQW�FRXOG�GHSHQG�RQ�D�EDQN¶V� ULVN�GLYHUVLILFDWLRQ��%HWWHU� ULVN
GLYHUVLILFDWLRQ�RI�D�EDQN�FRXOG�EH�UHIOHFWHG�LQ�WKH�FDSLWDO�UHTXLUHG�
��7KHUH�VKRXOG�EH�DQ�DGGLWLRQDO�UXOH�GHWHUPLQLQJ�WKH�UDWLR�RI�FRUH�FDSLWDO�WR�WKH�ULVN
ZHLJKWHG�DVVHWV�

7,52/(��������SURSRVHG�WR�LQGH[�WKH�FDSLWDO�DGHTXDF\�UDWLR�WR�WKH�VWDWH�RI
WKH�HFRQRP\�RU� WR� WKH�VWDWH�RI� WKH�EDQNLQJ�LQGXVWU\��7KLV� LV�ZHOO�UHDVRQHG�DQG�GH�
IDFWR� DFNQRZOHGJHG� E\� PDQ\� EDQNLQJ� VXSHUYLVRU\� LQVWLWXWLRQV� WKDW�� LQ� WLPHV� RI
UHFHVVLRQ�� WHQG� WR� ORZHU� WKH� FDSLWDO� UHTXLUHPHQWV�� +RZHYHU�� VLQFH� WUDQVLWLRQ
FRXQWULHV� JHQHUDOO\� VWDUWHG� ZLWK� LQVROYHQW� EDQNLQJ� V\VWHPV� DQG� VHYHUDO� RI� WKHP
UHPDLQHG� LQ� UHFHVVLRQ� RU� IHOO� EDFN� LQWR� UHFHVVLRQ� EHIRUH� EDQN� VROYHQF\� ZDV
DFKLHYHG��WKH�GLIILFXOW�TXHVWLRQ�EHFRPHV�ZKDW�WKH�UHTXLUHG�FDSLWDO�DVVHW�UDWLR�VKRXOG
KDYH�EHHQ� LQ� WKLV�SURSRVDO� LQ� WKH�VWDUWLQJ�SHULRG�DQG�KRZ�LW� VKRXOG�KDYH�HYROYHG"
0RUHRYHU�� VXFK� LQGH[LQJ� ZRXOG� EH� GLIILFXOW� WR� LPSOHPHQW� HYHQ� LQ� LQGXVWULDO
FRXQWULHV�DQG�PRUH�VR�LQ�WUDQVLWLRQ�FRXQWULHV�

7KHUH� DUH� UHVHUYDWLRQV� WR� WKH� YLHZ� WKDW� WUDQVLWLRQ� FRXQWULHV� VKRXOG� QRW� SXW
WKHPVHOYHV� DW� D� GLVDGYDQWDJH� WR� LQGXVWULDO� FRXQWULHV� E\� DGRSWLQJ� VWULFWHU� FDSLWDO
UHJXODWLRQV��2Q�WKH�RQH�KDQG�DQG�FRQVLGHULQJ�WKH�VKRUW�UXQ��LW�PD\�RFFXU�WKDW�KLJKHU
FDSLWDO� UHTXLUHPHQWV� KDYH� D� GDPSHQLQJ� HIIHFW� RQ� EDQN� OHQGLQJ�� :LWK� UHJDUG� WR
LQGXVWULDO�FRXQWULHV� WKHUH� LV��KRZHYHU�� OLWWOH�HPSLULFDO�HYLGHQFH� IRU� WKLV�DVVXPSWLRQ
�-DFNVRQ�� ������� 2Q� WKH� RWKHU� KDQG� DQG� DGRSWLQJ� D�PHGLXP� DQG� ORQJ�WHUP� YLHZ�
FDSLWDO� UHTXLUHPHQWV� FRQWULEXWH� WR� ILQDQFLDO� VWDELOLW\� DQG� WKXV� WKHLU� HIIHFW� RQ
HFRQRPLF�JURZWK�PD\�EH�SRVLWLYH��*LYHQ�WKH�RIWHQ�VWLOO�YHU\�ORZ�PRQH\�GHPDQG�LQ
WUDQVLWLRQ� FRXQWULHV�� SDUWLFXODUO\� LQ�5XVVLD�� GHSRVLW� JURZWK� DQG� WKXV�PRUH� OHQGLQJ�
QRW�OHVV��GXH�WR�LPSURYHG�VWDELOLW\�RI�EDQNV�PD\�RFFXU��7KH�TXDOLW\�RI�OHQGLQJ�FRXOG
DOVR� EH� LPSURYHG� LI� H[FHVVLYH� ULVN� WDNLQJ� ZRXOG� EH� GDPSHQHG� WKURXJK� FDSLWDO
UHTXLUHPHQWV��*LYHQ��KRZHYHU��WKDW�LQ�5XVVLD�SDUWLFXODUO\�FDSLWDO�DGHTXDF\�LV�OLNHO\
WR�FRQWLQXH� WR�EH�GLIILFXOW� WR�HQIRUFH���� LI�RQO\�GXH� WR� WKH�DVVHW�YDOXDWLRQ�SUREOHP�
UHVHUYH� UHTXLUHPHQWV� QHHG� WR� UHPDLQ� UHODWLYHO\� KLJK� DQG� XQUHPXQHUDWHG�� VR� DV� WR
LQGLUHFWO\� HQIRUFH� FDSLWDO� DGHTXDF\� WKURXJK� UHODWLYHO\� KLJK� FRVW� RI� GHSRVLWV�� DV
PHQWLRQHG�

8QUHPXQHUDWLRQ� RI� UHVHUYH� UHTXLUHPHQWV� DSSHDUV� DOVR� ZDUUDQWHG� DV� DQ
LQVXUDQFH�SUHPLXP�IRU�LPSOLFLW�RU�H[SOLFLW�JXDUDQWHHV�WKH�FHQWUDO�EDQN�VKRXOG�H[WHQG
�67(,1+(55�� ������� 7KHVH� JXDUDQWHHV� VKRXOG� LQFOXGH� WKH� OHQGHU� RI� ODVW� UHVRUW
IXQFWLRQ�� SURYLVLRQ� RI� OLTXLGLW\�� DQG� SURYLVLRQ� RI� GHSRVLW� LQVXUDQFH� �FDSSHG� DQG
SDUWLDO��DQG�SHUKDSV�H[LVWLQJ�RQO\�DV�ORQJ�DV�LW�WDNHV�WR�HVWDEOLVK�D�SULYDWH�LQVXUDQFH
ZLWK�UHJXODWRU\�RYHUVLJKW��

5HJDUGLQJ� WKH� ULVN� ZHLJKWV� LQ� WKH� FDSLWDO� DVVHW� UDWLR�� WKH� GHIDXOW� RI� WKH
5XVVLDQ�JRYHUQPHQW�RQ�D�SDUW�RI�LWV�GHEW�PDGH�FOHDU�WKDW�WKH�ZHLJKW�IRU�JRYHUQPHQW
GHEW� �HYHQ� LI� GHQRPLQDWHG� DQG� IXQGHG� LQ� GRPHVWLF� FXUUHQF\�� FDQQRW� UHPDLQ� ORZ�
$UJXPHQWV�WKDW�WKLV�ZHLJKW�PD\�EH�ORZHU�WKDQ�����SHUFHQW�LQ�5XVVLD�DSSHDU�GLIILFXOW

������������������������������ ����������������������������
���7KH�FXUUHQW�PLQLPXP�FDSLWDO�UHTXLUHPHQW�DPRXQWV�WR���WR���SHUFHQW��GHSHQGLQJ�RQ�WKH�VL]H�RI�WKH
EDQN�
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WR� MXVWLI\��$QDORJRXVO\�� WKH� ULVN�ZHLJKW� IRU�EDQN�GHEW�ZRXOG�KDYH� WR� EH� UDLVHG��$
ZHLJKW�OHVV�WKDQ�����SHUFHQW�DSSHDUV�ZDUUDQWHG�RQO\�IRU�VXFK�EDQN�GHEW�WKDW�LV�VKRUW�
WHUP� DQG� LQFXUUHG� E\� D� EDQN� ZKR¶V� FUHGLWZRUWKLQHVV� LV� SURYHQ�� IRU� LQVWDQFH�� E\
TXDUWHUO\� SXEOLFDWLRQ� RI� ILQDQFLDO� VWDWHPHQWV� WKDW�PHHW�ZHVWHUQ� VWDQGDUGV�� $� ODUJH
LQFUHDVH� LQ� WKHVH� ZHLJKWV� ZRXOG�� RI� FRXUVH�� RQO\� LQFUHDVH� SUHVVXUH� RQ� EDQNV� WR
UHFDSLWDOL]H��LQ�SDUWLFXODU�ZLWK�UHJDUG�WR�WKH�JRYHUQPHQW�RZQHG�6EHUEDQN�

5HJDUGLQJ�WKH�OLPLWDWLRQ�RI�LQWHUHVW�UDWH�ULVN��WKH�FXUUHQW�%,6�UXOHV�VKRXOG�EH
DGDSWHG� VR� WKDW� FDSLWDO� UHTXLUHPHQWV� DSSO\� WR� DOO� PDWXULW\� ZHLJKWHG� DVVHW�OLDELOLW\
LPEDODQFHV��7KH�%,6��������SURSRVDO�WR�OHY\�DQ�LQWHUHVW�UDWH�ULVN�FDSLWDO�FKDUJH�RQO\
IRU�EDQNV�ZKHUH� LQWHUHVW� UDWH� ULVN� LV�VLJQLILFDQWO\�DERYH�DYHUDJH��DSSHDUV�QRW� WR�EH
DGHTXDWH�IRU�5XVVLD��VLQFH�LQWHUHVW�UDWH�YRODWLOLW\�LV�ODUJH�DQG�PDQDJHPHQW�FDSDFLW\
VFDUFH��6WHLQKHUU��������

$OVR�ULVN�GLYHUVLILFDWLRQ� UXOHV�QHHG� WR�EH�DGMXVWHG� VR� WKDW�QRW�RQO\� WKH� ULVN
LQFUHDVLQJ�HIIHFWV�RI�RQ�EDODQFH�DQG�RII�EDODQFH�VKHHW�WUDQVDFWLRQV�RQ�WKH�H[SRVXUH
RI�D�EDQN�WR�LQGLYLGXDO�ERUURZHUV��JURXS�RI�ERUURZHUV��DQG�VHFWRUV�RI�WKH�HFRQRP\
DUH�FRQVLGHUHG�DQG�OLPLWHG�ZLWK�UHJDUG�WR�WKH�RZQ�FDSLWDO�RI�WKH�EDQN�EXW�DOVR��WR�WKH
H[WHQW�SRVVLEOH��WKH�ULVN�GLPLQLVKLQJ�HIIHFWV�RI�RII�EDODQFH�VKHHW�WUDQVDFWLRQV�

([SOLFLW� FRQVLGHUDWLRQ� RI� RWKHU� ULVNV� LQ� SUXGHQWLDO� UHJXODWLRQ� �VXFK� DV
RSHUDWLRQDO��UHSXWDWLRQDO��DQG�OHJDO�ULVNV��ZRXOG��RQ�WKH�RQH�KDQG��GHPRQVWUDWH�KRZ
WKH� OHJDO�� LQVWLWXWLRQDO� DQG� RWKHU� LPSHUIHFWLRQV� EXUGHQ� ILQDQFLDO� LQWHUPHGLDWLRQ
ZKLOH�� RQ� WKH� RWKHU� KDQG�� LW�ZRXOG� SURYLGH� D� EXIIHU� IRU� EDQNV� DJDLQVW� WKHVH� ULVNV�
*LYHQ� WKHLU� GLIILFXOW� TXDQWLILFDWLRQ�� VXSHUYLVRU\� DXWKRULWLHV� QHHG� WR� PDNH� D
TXDOLWDWLYH�MXGJHPHQW�LQ�DVVHVVLQJ�WKHP�

$V� WR� HTXLW\� LQYHVWPHQWV� RI� EDQNV� LQ� QRQ�ILQDQFLDO� HQWHUSULVHV� WKH� DERYH
GLVFXVVLRQ� DUJXHG� IRU� D� OLEHUDO� UHJXODWLRQ� HQDEOLQJ� EDQNV� WR� KROG� VXEVWDQWLDO
LQYHVWPHQWV��)RU� LQVWDQFH�� VXFK� LQYHVWPHQWV� FRXOG�EH� OLPLWHG� WR� ��� SHUFHQW� RI� WKH
QRQ�ILQDQFLDO� HQWHUSULVH¶V� RZQ� FDSLWDO� ZLWK� DQ� HYHQ� ODUJHU� VKDUH� SHUPLWWHG� LI� WKH
KROGLQJ�LV�WUDQVLWRU\���,I�D�EDQN�FODLPV�WKH�KROGLQJ�WR�EH�WUDQVLWRU\��WKH�ODWWHU�ZRXOG
KDYH�WR�EH�VROG�ZLWKLQ�D�FHUWDLQ�SHULRG��

:KHQ� DOORZLQJ� EDQNV� WR� KROG� VXEVWDQWLDO� LQYHVWPHQWV� LQ� QRQ�ILQDQFLDO
HQWHUSULVHV��JRYHUQDQFH�RI�EDQN�PDQDJHPHQWV�EHFRPHV�DQ�HYHQ�PRUH�FUXFLDO� LVVXH
WKDQ� LW� DOUHDG\� LV�� 67(,1+(55� ������� SURSRVHG� WR� UHVHUYH� VHDWV� RQ� D� EDQN¶V
VXSHUYLVRU\� ERDUG� WR� WKH� JRYHUQPHQW�� WKH� FHQWUDO� EDQN�� D� IRUHLJQ� DXGLWLQJ� ILUP
KDYLQJ� QR� UHODWLRQVKLS� ZLWK� WKH� EDQN�� DQG� WR� SURYLGH� LQFHQWLYHV� WR� SHQVLRQ� DQG
LQYHVWPHQW� IXQGV� WR� LQYHVW� LQ� EDQNV� DQG� WR� DFTXLUH� D� ERDUG� VHDW�� ,Q� DGGLWLRQ�� KH
SURSRVHG� WKDW� WKH� JRYHUQPHQW� FRXOG� UHWDLQ� D� PLQRULW\� VKDUH� LQ� EDQNV�� 7KH� PDLQ
GLVDGYDQWDJHV�RI� WKLV�SURSRVDO�DUH�SRWHQWLDO� FRQIOLFWV�RI� LQWHUHVW� RQ� WKH�SDUW� RI� WKH
JRYHUQPHQW�DQG�FHQWUDO�EDQN��6ROYHQF\�SUREOHPV�RI� WKH�JRYHUQPHQW�PD\� LQFUHDVH
VXFK� FRQIOLFWV� VR� WKDW� SDUWLFXODUO\� UHJDUGLQJ� 5XVVLD� LW� PD\� EH� SUHIHUDEOH� QRW� WR
LQYROYH� WKH� JRYHUQPHQW�� :KHWKHU� WKH� SURSRVDO� FRXOG� PDNH� LW� PRUH� GLIILFXOW� WR
DWWUDFW�IRUHLJQHUV�WR�LQYHVW�LQ�5XVVLDQ�EDQNV��ZKLFK�DSSHDUV�WR�EH�D�VLQH�TXD�QRQ�IRU
LPSURYLQJ�5XVVLD¶V�EDQNLQJ�V\VWHP��LV�QRW�REYLRXV��VLQFH�IRUHLJQ�LQYHVWRUV�PD\�QRW
QHFHVVDULO\� FRQVLGHU� WKH� SUHVHQFH� RI� WKH� JRYHUQPHQW� DQG� FHQWUDO� EDQN� DV� D
KLQGUDQFH��$VVXPLQJ� WKDW� WKH�SDUWLFLSDWLRQ�RI� WKH�JRYHUQPHQW� LV�GURSSHG� IURP� WKH
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SURSRVDO� LWV�PDLQ�DGYDQWDJH�DSSHDUV� WR�EH�DQ�DOPRVW�FHUWDLQ� LQFUHDVH� LQ�TXDOLW\�RI
WKH� VXSHUYLVLRQ� RI� EDQN�PDQDJHPHQWV�� 7KLV� FRXOG� DOVR� GDPSHQ� FRQIOLFWV� EHWZHHQ
IRUPHU�EDQN�PDQDJHPHQWV�DQG�$5&2�WKDW�DUH�OLNHO\�WR�DULVH�GXH�WR�WKH�PHQWLRQHG
XQFODULW\�RI�WKH�EDQN�UHVWUXFWXULQJ�ODZ�

,Q�VXP��5XVVLD�VKRXOG�DGDSW�WKH�FXUUHQW�ZHVWHUQ�FDSLWDO�DGHTXDF\�IUDPHZRUN
VR�DV�WR�QDUURZ�WKH�GHILQLWLRQ�RI�RZQ�FDSLWDO�RI�EDQNV�DQG�LPSURYH�WKH�FRQVLGHUDWLRQ
RI� FUHGLW� ULVN�� LQWHUHVW� UDWH� ULVN�� SRUWIROLR� GLYHUVLILFDWLRQ�� DQG� OLTXLGLW\� DQG
RSHUDWLRQDO� ULVNV�� 2Q� WKH� RWKHU� KDQG�� UHODWLYHO\� OLEHUDO� UXOHV� UHJDUGLQJ� HTXLW\
LQYHVWPHQWV� RI� EDQNV� FRXOG� DSSO\� ZKLOH� DW� WKH� VDPH� WLPH� LPSURYLQJ� EDQNV¶
JRYHUQDQFH�IRU�LQVWDQFH�WKURXJK�UXOHV�FRQFHUQLQJ�WKH�VXSHUYLVRU\�ERDUG�RI�D�EDQN�

G� $GRSWLRQ�RI�D�EDQN�UHVWUXFWXULQJ�DSSURDFK�WKDW�LV�FRPSUHKHQVLYH

%DQN�UHVWUXFWXULQJ�KDV�WZR�HOHPHQWV��V\VWHPLF�DQG�RSHUDWLRQDO�UHVWUXFWXULQJ�
6XFFHVVIXO� V\VWHPLF� UHVWUXFWXULQJ� RI� EDQNV� LPSOLHV� WKDW� ERWK� WKH� VWRFN� RI� QRQ�
SHUIRUPLQJ� ORDQV� DQG� WKH� IORZ� RI� QHZ� EDG� ORDQV� DUH� UHGXFHG� WR� YHU\� VPDOO
SURSRUWLRQV�� 2SHUDWLRQDO� UHVWUXFWXULQJ� PHDQV� LPSURYHPHQW� RI� WKH� LQWHUQDO
RSHUDWLRQV� RI� EDQNV�� LQFOXGLQJ� WKHLU� ULVN�PDQDJHPHQW� V\VWHPV�� DQG� SRVVLEO\
UHSODFHPHQW�RI�PDQDJHPHQWV�DQG�RZQHUV�

+RZHYHU�� WKHUH� DUH� VHYHUDO� VSHFLDO� FKDUDFWHULVWLFV� RI� WUDQVLWLRQ� FRXQWULHV� LQ
DGGLWLRQ�WR�WKH�DOUHDG\�PHQWLRQHG�LQVWLWXWLRQDO�ZHDNQHVVHV��ZKLFK�WHQG�WR�PDNH�VXFK
UHVWUXFWXULQJ�PRUH�GLIILFXOW�WKDQ�LQ�DQ�LQGXVWULDO�FRXQWU\��)LUVWO\��ILQDQFLDO�UHVRXUFHV
RI�WKH�JRYHUQPHQW�WR�SURYLGH�IRU�VXSSRUW�WR�EDQNV�DUH�OLPLWHG��SDUWLFXODUO\�LQ�5XVVLD�
6HFRQGO\�� WUDLQHG� SHUVRQQHO� WKDW� FRXOG� UHSODFH�PDQDJHPHQWV� LQ� EDQNV� DUH� VFDUFH�
7KLUGO\�� EDQN� UHVWUXFWXULQJ� LV� PRUH� OLNHO\� WR� LQWHUIHUH� LQ� PRQHWDU\� SROLF\�� 7KH
FHQWUDO�EDQN� LQ�PRVW� WUDQVLWLRQ� FRXQWULHV� LV� DOVR� WKH�EDQNLQJ� VXSHUYLVRU\� DXWKRULW\
�IRU�SUDFWLFDO� UHDVRQV�� VR� WKDW� FRQIOLFWV�RI� LQWHUHVW� DULVH�� ,Q� DGGLWLRQ�� IXOILOOPHQW�RI
WKH�VXSHUYLVRU\� IXQFWLRQ�RI� WKH�FHQWUDO�EDQN�FRQWULEXWHV� WR�GLVWUDFW� LW�� IRU� LQVWDQFH�
IURP� HYDOXDWLQJ� WKH� HIIHFWV� RI� FKDQJHV� LQ� PRQH\� GHPDQG� DQG� PRQH\� VXSSO\� RQ
PRQH\�JURZWK�DQG�LQIODWLRQ�MXVW�DW�D� WLPH�ZKHQ� WKHVH�FKDQJHV�DUH� UHODWLYHO\� ODUJH�
$OVR�WKH�PRQHWDU\�SROLF\�LQVWUXPHQWV�DUH�XQGHUGHYHORSHG��7KLV�PDNHV�LW�GLIILFXOW�WR
DEVRUE�H[FHVV� LQFUHDVHV� LQ�EDVH�PRQH\� WKDW�PD\� UHVXOW� IURP� OLTXLGLW\�SURYLGHG�E\
WKH�FHQWUDO�EDQN�WR�SUREOHP�EDQNV�

+RZHYHU�� ZLWKRXW� UHVWUXFWXULQJ� RI� EDQNV� DQG� KRSLQJ� IRU� DXWRPDWLF
LPSURYHPHQWV� RI� WKHLU� EDODQFH� VKHHWV� DQG� HDUQLQJV� RQ� DFFRXQW� RI�� IRU� LQVWDQFH�
UHODWLYHO\� KLJK� LQWHUHVW� VSUHDGV�� WKH� IORZ� SUREOHP� LV� OLNHO\� WR� FRQWLQXH� RU� HYHQ� WR
LQWHQVLI\��7KLV� LV� EHFDXVH� D� UHODWLYHO\� ODUJH� VWRFN� RI� EDG� GHEW� LQ� D� EDQN¶V� EDODQFH
VKHHW� LV� D� ODUJH� LQFHQWLYH� IRU� EDQN� RZQHUV� DQG� EDQN�PDQDJHPHQW� WR� ³JDPEOH� IRU
UHVXUUHFWLRQ³�LQ�WKH�VHQVH�RI�H[FHVVLYH�ULVN�WDNLQJ�VLQFH�WKH�SRWHQWLDO�ORVV�LV�OLPLWHG
RU� HYHQ� QRW� H[LVWHQW� LQ� FDVH� WKH� EDQN� LV� DOUHDG\� LQVROYHQW� ZKLOH� WKH� JDLQ� LV� QRW
OLPLWHG�
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7KH�VORZ�UHVSRQVH�RI�5XVVLDQ�DXWKRULWLHV�WR�WKH�EDQNLQJ�FULVLV�RI������PD\
EH�H[SODLQDEOH�E\�WKH�DERYH�PHQWLRQHG�DGGLWLRQDO�SUREOHPV�WUDQVLWLRQ�FRXQWULHV�IDFH
ZLWK� UHJDUG� WR� EDQN� UHVWUXFWXULQJ� EXW� LW� FRQWUDGLFWHG� WKH� OHVVRQV� OHDUQHG� IURP
LQWHUQDWLRQDO� H[SHULHQFHV� ZLWK� EDQNLQJ� FULVHV�� 3URPSW� DFWLRQ� �ZLWKLQ� DERXW� ��
PRQWKV�DIWHU�WKH�FULVLV�VWDUWV��ZLWK�UHJDUG�WR�WKH�GLDJQRVLV�RI�WKH�QDWXUH�DQG�H[WHQW�RI
V\VWHPLF� EDQNLQJ� SUREOHPV�� LGHQWLILFDWLRQ� RI� SUREOHP� EDQNV� DQG� WKH� EHJLQQLQJ� RI
ERWK�WKHLU�UHVWUXFWXULQJ�DQG�WKH�LPSURYHPHQW�RI�WKH�DFFRXQWLQJ��UHJXODWRU\�DQG�OHJDO
IUDPHZRUN� DSSHDUV� WR� EH� DQ� LPSRUWDQW� IDFWRU� GHWHUPLQLQJ� VXFFHVV� LQ� UHVWRULQJ� WKH
FRQGLWLRQV� IRU� D� VRXQG� EDQNLQJ� V\VWHP� DQG� D� VRXQG�PDFURHFRQRPLF� SHUIRUPDQFH
�'=,2%(.�DQG�3$=$5%$6,2*/8��������

6HYHUDO�VW\OL]HG�UHVWUXFWXULQJ�DSSURDFKHV�PD\�EH�GLVWLQJXLVKHG����,Q�SUDFWLFH�
KRZHYHU�� VRPH� RYHUODSSLQJ� RI� WKHVH� DSSURDFKHV� RFFXUV�� VLQFH� HOHPHQWV� RI� RQH
DSSURDFK�PD\�DOVR�EH�HPSOR\HG� LQ�DQRWKHU�DSSURDFK��*LYHQ� WKLV�TXDOLILFDWLRQ�� WKH
DWWDFKPHQW�RI�FRXQWULHV�WR�WKH�IROORZLQJ�UHVWUXFWXULQJ�DSSURDFKHV�LV�LQGLFDWLYH�RQO\�
D�� HVWDEOLVKLQJ� D� OHDG� DJHQF\�� ZKLFK� WDNHV� RYHU� EDG� ORDQV� DQG� SRVVLEO\�� SURYLGHV
QHZ� FDSLWDO� IRU� EDQNV� �H�J�� 6SDLQ� ��������� 86$� ��������� &]HFK� DQG� 6ORYDN
5HSXEOLFV�LQ����������+XQJDU\�LQ������������.\UJ\]�5HSXEOLF�VLQFH�������5XVVLD
VLQFH�������
E��FDSLWDO� LQMHFWLRQV�GLUHFWO\� IURP� WKH�FHQWUDO�EDQN�ZKLFK�DVVXPHV�EDG� ORDQV� IURP
FRPPHUFLDO�EDQNV��H�J��&KLOH����������
F��UHSODFHPHQW�RI�EDG�ORDQV�LQ�EDQNV¶�EDODQFH�VKHHWV�WKURXJK�ORQJ�WHUP�JRYHUQPHQW
ERQGV��H�J��*HUPDQ\�IROORZLQJ�::,,��.D]DNVWDQ�VLQFH���������
G�� HVWDEOLVKLQJ� DQ� LQVWLWXWLRQDO� IUDPHZRUN� ZLWKRXW� D� OHDG� DJHQF\� WR� UHFRYHU
QRQSHUIRUPLQJ� ORDQV�� LQYROYLQJ�� IRU� LQVWDQFH�� ORDQ� FRPPLWWHHV� WKDW� GHFLGH� RQ
UHRUJDQL]DWLRQV� RI� LQVROYHQW� QRQ�ILQDQFLDO� HQWHUSULVHV� DQG� LQYROYLQJ� DOVR� FDSLWDO
LQMHFWLRQV�IURP�WKH�JRYHUQPHQW��H�J��3RODQG�LQ����������+XQJDU\�LQ����������
H��WKH�JRYHUQPHQW�WDNHV�RYHU�SUREOHP�EDQNV�DQG�WULHV�WR�VHOO�WKHP�DIWHU�VHYHUDO�\HDUV
�H�J��6ZHGHQ�LQ����������DQG
I�� FDVH� E\� FDVH� GHFLVLRQV�ZKHUH� JRYHUQPHQW� VXSSRUW� LV� JUDQWHG� GHSHQGHQW� RQ� WKH
FDVH��H�J��/DWYLD����������

,Q�WKH�FRQWH[W�RI�HDVWHUQ�(XURSH�WKH�DSSURDFK�WDNHQ�E\�WKH�3ROLVK�DXWKRULWLHV�
ZKRVH� PDLQ� LGHDV� ZHUH� DOVR� LQFRUSRUDWHG� LQ� WKH� VHFRQG� PDMRU� +XQJDULDQ� EDQN
UHVWUXFWXULQJ� SURFHVV� GXULQJ� ��������� LV� ZLGHO\� FRQVLGHUHG� WR� KDYH� EHHQ
FRPSDUDWLYHO\� VXFFHVVIXO���� 7KH� 3ROLVK� DXWKRULWLHV� QDPHG� WKHLU� EDQNLQJ� UHIRUP
DSSURDFK�³(QWHUSULVH�DQG�%DQN�5HVWUXFWXULQJ�3URJUDP³��XQGHUOLQLQJ�WKH�VHDUFK�IRU�D
FRPSUHKHQVLYH�VROXWLRQ��7KH�SURJUDP�DLPHG�DW�SULYDWL]LQJ� WKH�PDMRU�SXEOLF�EDQNV
ZLWKLQ�VSHFLILHG�WLPH�OLPLWV��,W�ZDV�EDVHG�RQ�D�³5HVWUXFWXULQJ�ODZ³�WKDW�IRUFHG�EDQNV

������������������������������ ����������������������������
���6HH�681'$5$5$-$1�DQG�%$/,12���������%25,6+�HW�DO����������%8&+���������'=,2%(.
DQG�3$=$5%$6,2*/8��������
���,Q�.D]DNVWDQ�PXFK�RI�EDQNV�EDG�GHEW�LV�FRQYHUWHG�LQWR�ORQJ�WHUP�JRYHUQPHQW�GHEW�YLV�j�YLV�WKH
FHQWUDO�EDQN�
���6HH��IRU�LQVWDQFH��'=,2%(.�DQG�3$=$5%$6,2*/8���������*5$<�DQG�+2//(��������������
DQG�%25,6+��/21*�DQG�12(/��������
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DQG� SUREOHP� GHEWRUV� WR� WDFNOH� WKHLU� EDG� GHEW� SUREOHPV� RQ� WKHLU� RZQ� WKURXJK
QXPHURXV�SHUPLWWHG�DYHQXHV��EDQNV�KDG�WR�VHW�XS�ZRUN�RXW�XQLWV�WKDW�DJUHHG�RQ�ORDQ
UHVWUXFWXULQJ�� ORDQ� VDOHV�� ORDQ�ZULWH�RIIV�� H[HUFLVH� RI� FROODWHUDO�� GHEW�HTXLW\� VZDSV�
LPSURYHG� JRYHUQDQFH� DQG� PDQDJHPHQW� RI� GHEWRU� HQWHUSULVHV�� DQG� FRXUW�OHG
EDQNUXSWF\�OLTXLGDWLRQ�SURFHGXUHV���7KH� ODZ�SURKLELWHG�EDQNV� IURP�H[WHQGLQJ�QHZ
FUHGLW�WR�EDG�GHEWRUV�XQOHVV�WKHUH�KDG�EHHQ�D�UHVWUXFWXULQJ�DJUHHPHQW�RU�OLTXLGDWLRQ
RU�UHJDLQHG�FUHGLWZRUWKLQHVV�RI�WKH�GHEWRU��2WKHUZLVH�WKH�EDQN�KDG�WR�VHOO�WKH�ORDQ�LQ
WKH� RSHQ� PDUNHW�� ,Q� DGGLWLRQ�� LQGHSHQGHQW� VXSHUYLVRU\� ERDUGV� IRU� EDQNV� ZHUH
HVWDEOLVKHG�� EDQNV� ZHUH� DXGLWHG� E\� LQWHUQDWLRQDO� DXGLWLQJ� ILUPV� DQG� ORQJ�WHUP
WHFKQLFDO� DVVLVWDQFH� FRQWUDFWV� ZLWK� UHSXWDEOH� IRUHLJQ� EDQNV� ZHUH� VLJQHG�
5HFDSLWDOL]DWLRQ� RFFXUUHG� DQG�ZDV� EDVHG� RQ� DQ� LQLWLDO� DXGLW� RI� WKH� EDQNV� DQG� QRW
OLQNHG�WR�WKH�FROOHFWLRQ�RI�EDG�GHEW��7KLV�LPSRUWDQW�IHDWXUH�FDXVHG�VWURQJ�LQFHQWLYHV
IRU�EDQNV� WR�FROOHFW�EDG�GHEW��5HFDSLWDOL]DWLRQ�ZDV� LPSOHPHQWHG�PDLQO\� WKURXJK�D
WUDQVIHU�RI�JRYHUQPHQW�ERQGV�WR�WKH�UHFLSLHQW�EDQN��ERQGV�ZLWK�D����\HDU�PDWXULW\
WKDW�ZHUH�QRQ�QHJRWLDEOH�IRU���\HDUV�DQG�ZLWK�GHOD\HG�DPRUWL]DWLRQ�VR�DV�WR�SUHYHQW
D� PLVXVH� RI� SXEOLF� IXQGV��� 7KH� VROYHQF\� RI� SXEOLF� EDQNV� ZDV� UHVWRUHG� ZLWKLQ� D
SHULRG� RI� DERXW� WZR� \HDUV� DQG� WKH� IORZ� RI� EDG� ORDQV�ZDV� VWRSSHG�� 7KH� HVWLPDWHG
VKDUH�RI�QRQ�SHUIRUPLQJ�ORDQV�LQ� WRWDO� ORDQV�RI�FRPPHUFLDO�EDQNV�GHFOLQHG�UDSLGO\
�IURP�PRUH� WKDQ�RQH� WKLUG�DW� HQG�RI������ WR�DERXW����SHUFHQW�DW� HQG�RI������DQG
FRQWLQXRXVO\�IXUWKHU�DIWHUZDUGV��

+RZHYHU�� WKH� SURJUDP� DSSHDUV� WR� KDYH� SURPRWHG� WKH� UHVWUXFWXULQJ� RI� QRQ�
SURILWDEOH� QRQ�ILQDQFLDO� EDQN� ERUURZHUV� OHVV� WKDQ�ZDV� H[SHFWHG�� $OVR� GHEW�HTXLW\
VZDSV�ZHUH� QRW� XVHG� DV�ZLGHO\� DV�ZDV� KRSHG� IRU� �*5$<� DQG�+2//(�� �������$
VLPSOH�PLVWDNH�PDGH�ZDV� WR� DOORZ� ILUPV� WR� ERRN� ORDQ�ZULWH�RIIV� DV� LQFRPH�� 7KLV
LPSURYHG�WKHLU�UHSRUWHG�SURILWDELOLW\�DQG�FRQWULEXWHG�SUREDEO\�WR�ZDJH�SUHVVXUH�DQG
PRUH�GHEW�IRUJLYHQHVV�ODWHU��:LWKRXW�WKLV��ILQDQFLDO�GLVFLSOLQH�IRU�ILUPV�FRXOG�KDYH
EHHQ�HYHQ�EHWWHU�

7KH�VDOLHQW�IHDWXUHV�RI�WKLV�SURJUDP�PD\�EH�VXPPDUL]HG�DV�IROORZV��*5$<
DQG�+2//(�������DQG�������DQG�'=,2%(.�DQG�3$=$5%$6,2*/8��������
��LW�IRUFHG�EDQNV�WR�FRQIURQW�WKHLU�SUREOHPV�
��LW�KHOSHG�WKHP�EXLOG�LQVWLWXWLRQDO�FDSDFLW\�DW�OHDVW�LQ�WKHLU�EDG�ORDQ�³ZRUNRXW�XQLWV³
�QRW�QHFHVVDULO\�LQ�WKHLU�FUHGLW�XQLWV���DQG
�� LW� FRQWULEXWHG� WR� LQFUHDVHG� SUHVVXUH� RQ� QRQ�ILQDQFLDO� HQWHUSULVHV� WR� UHVWUXFWXUH
ZLWKRXW�FUHDWLQJ�DQ�DWPRVSKHUH�RI�GHEW�IRUJLYHQHVV�DQG�IRUEHDUDQFH��1HYHUWKHOHVV�
HYHQ�LQ�3RODQG�DFWXDO�UHVWUXFWXULQJ�RI�SUREOHP�GHEWRUV�KDV�EHHQ�DVVHVVHG�DV�OLPLWHG�
��LW�SURYLGHG�IRU�D�UDSLGO\�LQFUHDVLQJ�SDUWLFLSDWLRQ�RI�IRUHLJQ�EDQNV�
7KH� VHFRQG� DQG� VLPLODU� +XQJDULDQ� EDQN� UHVWUXFWXULQJ� SURFHVV� ZDV� HYDOXDWHG� DV
VLPLODUO\�VXFFHVVIXO���

&RPSDULQJ�WKH�UHVWUXFWXULQJ�SURFHVV�XQGHUWDNHQ�LQ�5XVVLD��VHFWLRQ��F��ZLWK
WKH�3ROLVK�DSSURDFK��FRPSUHKHQVLYHQHVV�DQG�FODULW\�RI�WKH�5XVVLDQ�DSSURDFK�DSSHDUV
OHVV�HPSKDVL]HG�

������������������������������ ����������������������������
���6HH��IRU�LQVWDQFH��(%5'��������
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�� $OWKRXJK� WKH� 3ROLVK� DSSURDFK� ZDV� LQLWLDOO\�� OLNH� WKH� 5XVVLDQ� RQH�� OLPLWHG� WR� D
FHUWDLQ� QXPEHU� RI� EDQNV�� LWV� UHTXLUHPHQWV� IRU� QHZ� EDQN� VXSHUYLVRU\� ERDUGV�
H[SOLFLWO\� OLVWHG� DYHQXHV� IRU� D� UHGXFWLRQ�RI� EDG� GHEW� DQG� HQIRUFHPHQW� RI� EDG� GHEW
ZRUN�RXW�XQLWV�LQ�WKH�EDQNV�WKURXJK�VWURQJ�LQFHQWLYHV�ERWK�WR�FROOHFW�EDG�GHEW�DQG�WR
LPSURYH� WKH� TXDOLW\� RI� EDQN� PDQDJHPHQWV� DUH� QRW� RU� PXFK� OHVV� YLVLEOH� LQ� WKH
5XVVLDQ�DSSURDFK�
��7KH�UROH�RI�IRUHLJQ�EDQNV�DQG�LQWHUQDWLRQDO�DXGLWLQJ�ILUPV�LV�QRW�DGGUHVVHG�LQ�WKH
5XVVLDQ�SURJUDP�
��7KH�SUREDELOLW\�IRU�VXUYLYDO�RI�D�EDQN�LQ�WKH�3ROLVK�SURJUDP�ZDV�QRW�GHSHQGHQW�RQ
WKH� IXQGV� SURYLGHG� E\� WKH� JRYHUQPHQW� IRU� UHFDSLWDOL]DWLRQ� RU� WKH� RUGHU� LQ� ZKLFK
EDQNV� ZHUH� UHYLHZHG� E\� VXSHUYLVRU\� DXWKRULWLHV� EXW� WKLV� DSSHDUV� OLNHO\� LQ� WKH
5XVVLDQ�SURJUDP�
�� 7KH� VWRFN� DQG� IORZ� RI� EDG� GHEW� ZHUH� HIIHFWLYHO\� UHGXFHG� LQ� 3RODQG� GHVSLWH
LQVWLWXWLRQDO� ZHDNQHVVHV�� EHFDXVH� RI� FODULW\� DQG� HQIRUFHPHQW� RI� WKH� ³EDQN
UHVWUXFWXULQJ�ODZ³�ZLWK� UHODWLYHO\� UDSLG�FRXUW�FRQFLOLDWLRQV��ZKHUHDV�DPELJXLWLHV� LQ
WKH� 5XVVLDQ� SURJUDP� HQWDLO� WKH� ULVN� WKDW� SURORQJHG� FRXUW� VXLWV� SUHYHQW� IDVW� EDQN
UHVWUXFWXULQJ�

+RZHYHU�� WKHUH� DUH� DGGLWLRQDO� GUDZEDFNV� RI� WKH� 5XVVLDQ� DSSURDFK�� 7KH
UHODWLYHO\� ORZ�DQG�QRW� ULVN�UHODWHG�FRQWULEXWLRQV�RI�EDQNV� WR� WKH�QHZO\� HVWDEOLVKHG
GHSRVLW� LQVXUDQFH�FDQ�SURPRWH�XQGXH�ULVN�WDNLQJ�RQ� WKH�SDUW�RI�EDQNV��SDUWLFXODUO\
UHJDUGLQJ� WKRVH� PDQ\� VPDOO� RQHV� ZKLFK� GR� QRW� IDOO� XQGHU� WKH� EDQN� UHVWUXFWXULQJ
SURJUDP��7KH�SRVWSRQHPHQW�RI�D�UHIRUP�ZLWK�UHJDUG�WR�WKH�PRQRSRO\�OLNH�6EHUEDQN
DSSHDUV� WR�EH�DQ� LPSRUWDQW� KLQGUDQFH� WR� LPSURYLQJ� WKH�KHDOWKLQHVV�RI� WKH�EDQNLQJ
V\VWHP�� *LYHQ� WKDW� 6EHUEDQN� DGPLQLVWHUV� DERXW� ��� SHUFHQW� RI� KRXVHKROG� UXEHO
GHSRVLWV��WKH�EDQN�DSSHDUV�WR�KDYH�QHDUO\�PRQRSRO\�SRZHU�YLV�j�YLV�GHSRVLWRUV�DQG
XVHV� LW� E\� SD\LQJ� LQWHUHVW� RQ� GHSRVLWV� ORZHU� WKDQ� WKH� LQIODWLRQ� UDWH�� $OWKRXJK� LQ
DEVHQFH�RI�JRYHUQPHQW�IXQGV�WR�UHFDSLWDOL]H�WKH�EDQN�WKLV�PD\�EH�QHHGHG�WR�UHVWRUH
LWV�VROYHQF\��JLYHQ�WKDW�LW�DVVXPHG�GHSRVLWV�GXULQJ�DQG�IROORZLQJ�WKH�EDQNLQJ�FULVLV
IURP� RWKHU� EDQNV� ZLWKRXW� UHFHLYLQJ� HTXLYDOHQW� DVVHWV� DQG� JLYHQ� WKDW� PRVW� RI� LWV
DVVHWV� DUH� JRYHUQPHQW� GHEW��� LW� KDV� DGYHUVH� GLVWULEXWLRQDO� FRQVHTXHQFHV�� ,W� DOVR
PHDQV�WKDW�5XVVLD�VWLOO�GRHV�QRW�KDYH�D�GRPHVWLF�UHODWLYHO\�VDIH�DQG�OLTXLG�ILQDQFLDO
DVVHW� WKDW�\LHOGV�DW� OHDVW�D�UHDO� LQWHUHVW�UDWH�QRW�PXFK�EHORZ�]HUR��:LWKRXW�VXFK�DQ
DVVHW�WKH�ILQDQFLDO�V\VWHP�KDV�OLWWOH�ORQJ�UXQ�FUHGLELOLW\��',$=�$/(-$1'52�������
DQG� WKH�QHFHVVDU\�SURPRWLRQ�RI�GRPHVWLF� VDYLQJV� LV� LPSDLUHG����*LYHQ�6EHUEDQN¶V
VL]H�DQG�UHJLRQDO�LPSRUWDQFH��OLTXLGDWLRQ�RI�LW�DSSHDUV�XQUHDVRQDEOH�LQ�FDVH�RI�D�ODFN
RI�IXQGV�RQ�WKH�SDUW�RI�WKH�JRYHUQPHQW�RU�RI�$5&2�WR�SD\�LQ� WKH�UHTXLUHG�FDVK�WR
UHVWRUH� LWV� VROYHQF\�� $Q� DOWHUQDWLYH� FRXOG� EH� WR� WU\� WR� XVH� LW� DV� DQ� LQVWLWXWLRQ
SURPRWLQJ�VDYLQJV�DQG��LQ�SDUWLFXODU��UXUDO�ILQDQFLDO�PDUNHW�GHYHORSPHQW�ZLWK�LQLWLDO
VXEVLGLHV�DQG�JXLGDQFH�IURP�LQWHUQDWLRQDO�RUJDQL]DWLRQV��:RUOG�%DQN��(%5'���)RU
������������������������������ ����������������������������
���*5(*25<�HW�DO���������DUJXH�WKDW�WKH�KRXVHKROG�VDYLQJ�UDWH�LV�OHVV�WKDQ�KDOI�WKH�RIILFLDO�ILJXUH�
*LYHQ�WKH�ODUJH�SXEOLF�VHFWRU�GHILFLW�DQG�VOLJKWO\�QHJDWLYH�RU�]HUR�QHW�VDYLQJV�RI�WKH�HQWHUSULVH�VHFWRU�
WKH�DJJUHJDWH�VDYLQJV�UDWLR�LQ�5XVVLD�DSSHDUV�WR�EH�YHU\�VPDOO��SHUKDSV�DURXQG���SHUFHQW�RI�*'3��VHH
DOVR�687(/$��������S�������
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LQVWDQFH�� DQ� HPSLULFDO� VWXG\� E\� WKH� :RUOG� %DQN� DQDO\]HG� D� SROLF\� FKDQJH� LQ� D
JRYHUQPHQW�SURJUDP�RI� SURYLGLQJ� UXUDO� ILQDQFLDO� VHUYLFHV� LQ� ,QGRQHVLD� LQ� WKH�PLG
����V�� ,W�ZDV� IRXQG� WKDW�ZLWK�DQ� LQLWLDO� VXEVLG\�DQG�D�PDMRU�SROLF\�FKDQJH� LQ� WKLV
SURJUDP� IURP�GLVEXUVLQJ� FUHGLW� WR� LQQRYDWLYH� LQFHQWLYHV� IRU� ORDQ� UHFRYHU\�� DQG� WR
PRELOL]LQJ� VDYLQJV�� EURDGHQLQJ� WKH� FOLHQWHOH��PDLQWDLQLQJ� D� VXIILFLHQW� LQWHUHVW�UDWH
VSUHDG� WR� FRYHU� WKH�KLJK� FRVWV� RI� VHUYLFLQJ� VPDOO� ORDQV� DQG� GHSRVLWV�� WKH� SURJUDP
LQFUHDVHG�OHQGLQJ�DQG�GHSRVLW�WDNLQJ�DQG�EHFDPH�SURILWDEOH��<$521�HW�DO���������
7KLV� FRXOG� PHDQ� WKDW� DQ� LQLWLDO� LQYHVWPHQW� E\� LQWHUQDWLRQDO� LQVWLWXWLRQV� LQWR
6EHUEDQN�DQG� IROORZLQJ� VXFK� OLQHV�RI� UHIRUPLQJ� WKH�EDQN� FRXOG�QRW� RQO\� LPSURYH
6EHUEDQN¶V� IXQFWLRQ� EXW� DOVR� SRVVLEO\� FRXQWHUDFW� 5XVVLD¶V� VXEVWDQWLDO� UHJLRQDO
ILQDQFLDO� GHYHORSPHQW� SUREOHP�� LQ� 5XVVLD¶V� UHJLRQV� EDQNV� IURP� 0RVFRZ� RIWHQ
EHFDPH� GRPLQDWLQJ�� FURZGLQJ� RXW� ORFDO� EDQNV�� RU� ILQDQFLDO� LQWHUPHGLDWLRQ� KDV
VLPSO\� QRW� GHYHORSHG� �VHH�� IRU� LQVWDQFH�� 2(&'�� ������� ,Q� DGGLWLRQ�� WKHUH� DUH
UHODWLYHO\�ODUJH�GLIIHUHQFHV�LQ�LQWHUHVW�UDWHV�LQ�WKH�UHJLRQV�

���&RQFOXGLQJ�UHPDUNV

5XVVLD¶V� EDQNLQJ� FULVLV� VKRZHG� WKDW� DVVHVVPHQWV� RI� WKH� SURJUHVV� PDGH� LQ
EDQNLQJ� VXSHUYLVLRQ�� LQ� LPSURYLQJ� WKH� OHJDO� DQG� UHJXODWRU\� IUDPHZRUN� DQG� LQ� LWV
HQIRUFHPHQW� KDG� EHHQ� RYHUO\� RSWLPLVWLF�� *LYHQ� WKHVH� GHILFLHQFLHV�� WKH� HYLGHQFH
IRXQG� LQ� WKLV� SDSHU� IRU� UDWKHU� FRQVHUYDWLYH� EHKDYLRU� RI� OHQGLQJ� RI�5XVVLD¶V� EDQNV
GXULQJ� WKH� SDVW� WZR� \HDUV� ZDV� XQH[SHFWHG�� +RZHYHU�� ERWK� RQ� WKHRUHWLFDO� DQG
HPSLULFDO� JURXQGV� LW� ZDV� DUJXHG� WKDW� VHDUFKLQJ� IRU� ZD\V� WR� SURPRWH� ILQDQFLDO
GHYHORSPHQW�LQ�5XVVLD�XQGHU�QR�V\VWHPDWLF�LPSURYHPHQW�RI�WKH�OHJDO�DQG�UHJXODWRU\
IUDPHZRUN�DQG�LWV�HQIRUFHPHQW�DSSHDUV�WR�EH�IXWLOH��(YHQ�LQIRUPDO�LQVWLWXWLRQV�WKDW
FRXOG� SHUKDSV� EH� FRQFHLYHG� WR� SURYLGH� VRPH� UHPHG\� DSSHDU� WR� EH� LPEHGGHG� LQ� D
OHJDO�VWUXFWXUH�DQG�WKXV�ZRXOG�EH�FRPSOHPHQWDU\�WR�IRUPDO� LQVWLWXWLRQV�UDWKHU� WKDQ
VXEVWLWXWHV�

+RZHYHU��VHYHUDO�VWDQGDUG�ZHVWHUQ�SUXGHQWLDO� UXOHV�QHHG� WR�EH�DGMXVWHG� IRU
VORZ�UHIRUPLQJ�WUDQVLWLRQ�FRXQWULHV�ZLWK�JRYHUQPHQWV�WKDW�KDYH�D�VROYHQF\�SUREOHP
VXFK�DV�5XVVLD��7KLV�UHIHUV�SDUWLFXODUO\�WR�WKH�GHILQLWLRQ�RI�RZQ�FDSLWDO�RI�EDQNV��WKH
ULVN�ZHLJKWV�LQ�WKH�FDSLWDO�DVVHW�UDWLR�DQG�FRQVLGHUDWLRQ�RI�VHYHUDO�RWKHU�ULVNV��VXFK
DV�LQWHUHVW�UDWH�ULVN�� OLTXLGLW\�ULVN��DQG�RSHUDWLRQDO�ULVN���)XUWKHU� LW�ZDV�DUJXHG�WKDW
UHVWULFWLRQV� RI� HTXLW\� LQYHVWPHQWV� RI� EDQNV� LQ� QRQ�ILQDQFLDO� HQWHUSULVHV� FRXOG� EH
VXIILFLHQWO\� OLEHUDO�VR�DV� WR�HQDEOH�EDQNV� WR�DVVXPH�DQ� LPSRUWDQW� UROH� LQ�FRUSRUDWH
JRYHUQDQFH��ZKLFK��KRZHYHU��PDNHV�LPSURYHPHQWV�RI�WKH�JRYHUQDQFH�RI�EDQNV�HYHQ
PRUH� LPSRUWDQW�� 7KH� ODWWHU� PD\� EH� OLNHO\� WR� EH� LPSURYHG� WKURXJK� DQ� DGGLWLRQDO
UHJXODWLRQ�FRQFHUQLQJ�WKH�VXSHUYLVRU\�ERDUG�RI�EDQNV�

5XVVLD¶V� DGRSWHG� EDQNLQJ� UHVWUXFWXULQJ� SURJUDP� LV� DQ� DEDQGRQPHQW� RI� WKH
ODLVVH]� IDLUH� SROLF\� UHVSRQVH� WR� WKH� EDQNLQJ� FULVLV� EXW� LW� DSSHDUV� WR� KDYH� VHYHUDO
LPSRUWDQW� GUDZEDFNV�� &RPSDULQJ� LW� ZLWK� UHODWLYHO\� VXFFHVVIXO� EDQN� UHVWUXFWXULQJ
SURJUDPV�LQ�WUDQVLWLRQ�FRXQWULHV�LW�DSSHDUV�WR�EH�OHVV�FRPSUHKHQVLYH��7KLV�UHIHUV�WR
LWV� FRQWULEXWLRQ� WR� IRUFLQJ� RWKHUZLVH� SDVVLYH� FUHGLWRUV� WR� WDNH� DFWLRQ� DJDLQVW� EDG



��

GHEWRUV�� RZQHUV� DQG�PDQDJHPHQWV� RI� EDQNV� �WR� FROOHFW� EDG� GHEW��� WR� LPSURYH� WKH
FKDQFHV� IRU� UHFDSLWDOL]DWLRQ�ZLWKRXW� VHWWLQJ�ZURQJ� LQFHQWLYHV�� WR� LPSURYH� LQWHUQDO
RSHUDWLRQV�RI�EDQNV��DQG�WR�LPSURYH�UHJLRQDO�ILQDQFLDO�GHYHORSPHQW�
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$GHTXDF\� )UDPHZRUN³�� &RQVXOWDWLYH� 3DSHU� LVVXHG� E\� WKH� %DVHO� &RPPLWWHH� RQ
%DQNLQJ�6XSHUYLVLRQ��%DVHO��-XQH�

%(1&,9(1*$��9$/(5,(�5���%58&(�'��60,7+��DQG�5266�0��67$55��������
³(TXLW\�0DUNHWV��7UDQVDFWLRQV�&RVWV�� DQG�&DSLWDO�$FFXPXODWLRQ��$Q� ,OOXVWUDWLRQ�³
:RUOG�%DQN�(FRQRPLF�5HYLHZ��9RO������SS����������

%25,6+�� 0,&+$(/�� 6��� 0,//$5'� )�� /21*�� DQG� 0,&+(/� 12(/� �������
³5HVWUXFWXULQJ�%DQNV�DQG�(QWHUSULVHV��5HFHQW�/HVVRQV�IURP�7UDQVLWLRQ�&RXQWULHV�³
:RUOG�%DQN�'LVFXVVLRQ�3DSHUV��1R�������:DVKLQJWRQ��'�&��

%8&+��&/$8',$��������� ³&UHDWLQJ�(IILFLHQW�%DQNLQJ�6\VWHPV�³�.LHOHU�6WXGLHQ�
1U�������7�ELQJHQ�

%8&+�� &/$8',$�� DQG� 5$/3+� 3�� +(,15,&+� �������� ³+DQGOLQJ� WKH� %DQNLQJ
&ULVHV�� 7KH�&DVH� RI� 5XVVLD�³�.LHO� ,QVWLWXWH� RI�:RUOG� (FRQRPLFV��:RUNLQJ� 3DSHU
1R�������.LHO��$SULO�

&$35,2�� *(5$5'�� DQG� 5266� /(9,1(� �������� ³5HIRUPLQJ� )LQDQFH� LQ
7UDQVLWLRQDO�6RFLDOLVW�(FRQRPLHV�³�7KH�:RUOG�%DQN�5HVHDUFK�2EVHUYHU��9RO�����1R�
���-DQXDU\��SS�������

&/$5.�� -�� $�� �������� ³(FRQRPLHV� RI� 6FDOH� DQG� 6FRSH� DW� 'HSRVLWRU\� )LQDQFLDO
,QVWLWXWLRQV�� $� 5HYLHZ� RI� WKH� /LWHUDWXUH�³� )HGHUDO� 5HVHUYH� %DQN� RI� .DQVDV� &LW\
(FRQRPLF�5HYLHZ��6HSWHPEHU�2FWREHU�

'(:$75,3217��0���DQG�-��7,52/(��³$�7KHRU\�RI�'HEW�DQG�(TXLW\��'LYHUVLW\�RI
6HFXULWLHV� DQG� 0DQDJHU�6KDUHKROGHU� &RQJUXHQFH�³� 7KH� 4XDUWHUO\� -RXUQDO� RI
(FRQRPLFV��9RO������������SS������������



��

'HXWVFKHV� ,QVWLWXW� I�U� :LUWVFKDIWVIRUVFKXQJ�� ,QVWLWXW� I�U� :HOWZLUWVFKDIW� DQ� GHU
8QLYHUVLWlW� .LHO�� ,QVWLWXW� I�U� :LUWVFKDIWVIRUVFKXQJ� +DOOH� �������� ³'LH
ZLUWVFKDIWOLFKH� /DJH� 5X�ODQGV�� .ULVH� RIIHQEDUW� )HKOHU� GHU� :LUWVFKDIWVSROLWLN�³
:RFKHQEHULFKW�1R���������%HUOLQ��'HFHPEHU�

',$=�$/(-$1'52�� &$5/26� �������� ³*RRG�E\H� )LQDQFLDO� 5HSUHVVLRQ�� +HOOR
)LQDQFLDO�&UDVK�³�-RXUQDO�RI�'HYHORSPHQW�(FRQRPLFV��9RO������1R�������SS�������

',7786�� 3�� �������� ³&RUSRUDWH� *RYHUQDQFH� LQ� &HQWUDO� (XURSH�� 7KH� 5ROH� RI
%DQNV�³�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV�(FRQRPLF�3DSHUV��1R������%DVOH�

'=,2%(.�� &/$8',$�� DQG� &(</$� 3$=$5%$6,2*/8� �������� ³/HVVRQV� DQG
(OHPHQWV� RI� %HVW� 3UDFWLFH³�� LQ�� :LOOLDP� (�� $OH[DQGHU� HW� DO�� �HGLWRUV��� ³6\VWHPLF
%DQN� 5HVWUXFWXULQJ� DQG� 0DFURHFRQRPLF� 3ROLF\�³� ,QWHUQDWLRQDO� 0RQHWDU\� )XQG�
:DVKLQJWRQ��'��&���SS���������

)(51$1'(=�� 5248(� %��� DQG� 3$%/2� (�� *8,'277,� �������� ³5HJXODWLQJ� WKH
%DQNLQJ�,QGXVWU\�LQ�7UDQVLWLRQ�(FRQRPLHV��([SORULQJ�,QWHUDFWLRQV�EHWZHHQ�&DSLWDO
DQG�5HVHUYH�5HTXLUHPHQWV�³�3ROLF\�5HIRUP��9RO�����SS����������

*2/'67(,1��0255,6���������³7KH�&DVH�IRU�DQ�,QWHUQDWLRQDO�%DQNLQJ�6WDQGDUG�³
,QVWLWXWH�IRU�,QWHUQDWLRQDO�(FRQRPLFV��:DVKLQJWRQ��'��&��

*5$<�� &+(5</�� DQG� $512/'� +2//(� �������� ³%DQN�OHG� UHVWUXFWXULQJ� LQ
3RODQG��WKH�FRQFLOLDWLRQ�SURFHVV�LQ�DFWLRQ�³�(FRQRPLFV�RI�7UDQVLWLRQ��9RO�����1R����
SS����������

*5$<�� &+(5</�� DQG� $512/'� +2//(� �������� ³%DQN�OHG� UHVWUXFWXULQJ� LQ
3RODQG��,,���EDQNUXSWF\�DQG�LWV�DOWHUQDWLYHV�³�(FRQRPLFV�RI�7UDQVLWLRQ��9RO�����1R�
���SS��������

*5((1:22'�� -(5(0<�� DQG� %2<$1� -$92129,&� �������� ³)LQDQFLDO
'HYHORSPHQW�� *URZWK�� DQG� WKH� 'LVWULEXWLRQ� RI� ,QFRPH�³� -RXUQDO� RI� 3ROLWLFDO
(FRQRP\��9RO������2FWREHU��SS������������

*5(*25<�� 3$8/� 5��� 0$128&+(+5� 02.+7$5,�� DQG� :2/)5$0
6&+5(77/���������³'R�WKH�5XVVLDQV�5HDOO\�6DYH�WKDW�0XFK"�$OWHUQDWH�(VWLPDWHV
)URP� WKH� 5XVVLDQ� /RQJLWXGLQDO� 0RQLWRULQJ� 6XUYH\�³� 5HYLHZ� RI� (FRQRPLFV� DQG
6WDWLVWLFV��IRUWKFRPLQJ�

+2))0$11�� 3+,/,3� 7��� *,//(6� 3267(/�9,1$<� DQG� -($1�/$85(17
526(17+$/� �������� ³:KDW� GR� 1RWDULHV� GR"� 2YHUFRPLQJ� $V\PPHWULF
,QIRUPDWLRQ�LQ�)LQDQFLDO�0DUNHWV��7KH�&DVH�RI�3DULV�������³�-RXUQDO�RI�,QVWLWXWLRQDO
DQG�7KHRUHWLFDO�(FRQRPLFV��9RO�������SS����������



��

+2/=0$11��52%(57���������³3HQVLRQ�5HIRUP��)LQDQFLDO�0DUNHW�'HYHORSPHQW�
DQG�(FRQRPLF�*URZWK��3UHOLPLQDU\�(YLGHQFH� IURP�&KLOH�³� ,QWHUQDWLRQDO�0RQHWDU\
)XQG�6WDII�3DSHUV��9RO������9RO�����-XQH��SS����������

,17(51$7,21$/� 021(7$5<� )81'� �������� ³,QWHUQDWLRQDO� )LQDQFLDO
6WDWLVWLFV�³�:DVKLQJWRQ��'��&��

-$&.621�� 3$75,&,$�� HW� DO�� �������� &DSLWDO� 5HTXLUHPHQWV� DQG� %DQN� %HKDYLRU�
7KH�,PSDFW�RI�WKH�%DVOH�$FFRUG��%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��:RUNLQJ�3DSHU
1R�����$SULO�

-$<$5$71(�� -��� DQG� 3�� (�� 675$+$1� �������� ³7KH� )LQDQFH�*URZWK� 1H[XV�
(YLGHQFH� IURP�%DQN�%UDQFK�'HUHJXODWLRQ�³�4XDUWHUO\� -RXUQDO� RI�(FRQRPLFV��9RO�
����1R�����SS����������

-2+1621�� -��� �������� ³5XVVLD¶V� (PHUJLQJ� )LQDQFLDO�,QGXVWULDO� *URXSV�³� 3RVW�
6RYLHW�$IIDLUV��9RO������1R�����SS����������

.(<1(6�� -2+1� 0$<1$5'� �������� 7KH� *HQHUDO� 7KHRU\� RI� (PSOR\PHQW�
,QWHUHVW��DQG�0RQH\��/RQGRQ�DQG�1HZ�<RUN�

.,1*�� 52%(57�� *��� DQG� 5266� /(9,1(� �������� ³)LQDQFH� DQG� *URZWK�
6FKXPSHWHU� PD\� EH� ULJKW�³� 4XDUWHUO\� -RXUQDO� RI� (FRQRPLFV�� 9RO�� &9,,,�� SS�����
����

.1,*+7��0$/&2/0�HW�DO����������&HQWUDO�%DQN�5HIRUPV�LQ�WKH�%DOWLFV��5XVVLD�
DQG�WKH�2WKHU�&RXQWULHV�RI�WKH�)RUPHU�6RYLHW�8QLRQ��,QWHUQDWLRQDO�0RQHWDU\�)XQG�
2FFDVLRQDO�3DSHU�1R�������:DVKLQJWRQ��'��&���'HFHPEHU�

/(9,1(�� 5266�� ³)LQDQFLDO� 'HYHORSPHQW� DQG� (FRQRPLF� *URZWK�� 9LHZV� DQG
$JHQGD�³�-RXUQDO�RI�(FRQRPLF�/LWHUDWXUH��9RO������1R�����SS����������

25*$1,=$7,21� )25� (&2120,&� &223(5$7,21� $1'� '(9(/230(17
�2(&'����������³2(&'�(FRQRPLF�6XUYH\V������������5XVVLDQ�)HGHUDWLRQ�³�3DULV�

3$*$12�� 0$5&2� �������� ³)LQDQFLDO� 0DUNHWV� DQG� *URZWK�� $Q� 2YHUYLHZ�³
(XURSHDQ�(FRQRPLF�5HYLHZ��9RO������SS���������

5$-$1��5$*+85$0�*���DQG�/8,*,�=,1*$/(6���������³)LQDQFLDO�'HSHQGHQFH
DQG�*URZWK�³�1%(5�5HVHDUFK�:RUNLQJ�3DSHU�1R��������&DPEULGJH�



��

527+(5�� 3+,/,33� &�� �������� ³([SODLQLQJ� WKH� %HKDYLRU� RI� )LQDQFLDO
,QWHUPHGLDWLRQ�� (YLGHQFH� IURP� 7UDQVLWLRQ� (FRQRPLHV�³� ,QWHUQDWLRQDO� 0RQHWDU\
)XQG��:RUNLQJ�3DSHU��:DVKLQJWRQ�'��&���0DUFK�

5866,$1� (8523($1� &(175(� )25� (&2120,&� 32/,&<� �������� ³5XVVLDQ
(FRQRPLF�7UHQGV�³�0RQWKO\�8SGDWH��0RVFRZ��1RYHPEHU�

5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������D��� ³5XVVLDQ
(FRQRPLF�7UHQGV�³�0RQWKO\�8SGDWH��0RVFRZ��0D\�

5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������E��� ³5XVVLDQ
(FRQRPLF�7UHQGV��4XDUWHUO\�5HYLHZ�³�,�4XDUWHU�������0RVFRZ�

5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������F��� ³5XVVLDQ
(FRQRPLF�7UHQGV�³�0RQWKO\�8SGDWH��0RVFRZ��-XO\�

5866,$1�(8523($1�&(175(�)25�(&2120,&�32/,&<������G��� ³5XVVLDQ
(FRQRPLF�7UHQGV�³�9RO�����1R����

6$&+6�� -())5(<�� DQG� $1'5(:� 0�� :$51(5� �������� ³$FKLHYLQJ� 5DSLG
*URZWK� LQ� WKH� 7UDQVLWLRQ� (FRQRPLHV� RI� &HQWUDO� (XURSH�³� &HQWHU� IRU� 6RFLDO� DQG
(FRQRPLF�5HVHDUFK��:RUNLQJ�3DSHU��:DUVDZ��$SULO�

6$,17�3$8/�� *,//(6� �������� ³7HFKQRORJLFDO� &KRLFH�� )LQDQFLDO� 0DUNHWV� DQG
(FRQRPLF�'HYHORSPHQW�³�(XURSHDQ�(FRQRPLF�5HYLHZ��9RO������0D\��SS����������

67(,1+(55�� $/)5('� �������� ³%DQNLQJ� 5HIRUPV� LQ� (DVWHUQ� (XURSHDQ
&RXQWULHV�³�2[IRUG�5HYLHZ�RI�(FRQRPLF�3ROLF\�³�9RO������1R�����SS����������

67(,1+(55�� $/)5('�� DQG� 3,(5�/8,*,� *,/,%(57� �������� ³6L[� 3URSRVDOV� LQ
6HDUFK�RI�)LQDQFLDO�6HFWRU�5HIRUP�³�0RFW�0RVW��9RO�����1R������SS����������

67(,1+(55�� $/)5('� DQG� &�� +89(1((56� �������� ³2Q� WKH� SHUIRUPDQFH� RI
GLIIHUHQWO\� UHJXODWHG� ILQDQFLDO� LQVWLWXWLRQV�� 6RPH� HPSLULFDO� HYLGHQFH�³� -RXUQDO� RI
%DQNLQJ�DQG�)LQDQFH��9RO������SS����������

67,*/,7=��-26(3+��DQG�$1'5(:�:(,66���������³&UHGLW�5DWLRQLQJ�LQ�0DUNHWV
ZLWK�,PSHUIHFW�,QIRUPDWLRQ�³�$PHULFDQ�(FRQRPLF�5HYLHZ��9RO������1R�����SS������
����

681'$5$5$-$1��9$68'(9$1��DQG�720$6�-�7��%$/,12���������³,VVXHV�LQ
5HFHQW�%DQNLQJ�&ULVHV�³�LQ��6XQGDUDUDMDQ��9���DQG�7�-�7��%DOLQR��HGLWRUV���³%DQNLQJ
&ULVHV��&DVHV�DQG�,VVXHV�³�,QWHUQDWLRQDO�0RQHWDU\�)XQG��:DVKLQJWRQ�'��&��



��

687(/$�� 3(..$� �������� ³7KH� 5ROH� RI� %DQNV� LQ� )LQDQFLQJ� 5XVVLDQ� (FRQRPLF
*URZWK�³�3RVW�6RYLHW�*HRJUDSK\�DQG�(FRQRPLFV��9RO������1R�����SS���������

7,52/(��-($1���������³:HVWHUQ�3UXGHQWLDO�5HJXODWLRQ�³�(FRQRPLFV�RI�7UDQVLWLRQ�
9RO�����1R�����-XQH��SS����������

9$1� +251(� �������� ³2I� )LQDQFLDO� ,QQRYDWLRQV� DQG� ([FHVVHV�³� -RXUQDO� RI
)LQDQFH��9RO������1R�����-XO\��SS����������

:(/)(16��3$8/� -�-�� �������� ³2YHUFRPLQJ� WKH�5XVVLDQ�7UDQVIRUPDWLRQ�&ULVLV³�
,QWHUHFRQRPLFV��0D\�-XQH�������SS����������

<$521�� -$&2%�� 0&� '21$/'� %(1-$0,1�� DQG� 67(3+$1,(
&+$5,721(1.2� �������� ³3URPRWLQJ�(IILFLHQW�5XUDO� )LQDQFLDO� ,QWHUPHGLDWLRQ�³
:RUOG�%DQN�5HVHDUFK�2EVHUYHU��9RO������1R�����SS����������



��

6XPPDU\

7KLV�SDSHU�DVVHVVHV� WKH�FDXVHV�DQG�FRVWV�RI� WKH�5XVVLDQ�EDQNLQJ�FULVLV�� WKH
OHQGLQJ�EHKDYLRU�RI�5XVVLDQ�EDQNV��DQG�LW�HYDOXDWHV�WKH�DXWKRULWLHV¶�UHVSRQVH�WR�WKH
FULVLV���7KHUH�DSSHDUV�WR�EH�HYLGHQFH�IRU�FRQVHUYDWLYH�OHQGLQJ�EHKDYLRU�RQ�WKH�SDUW�RI
5XVVLDQ�EDQNV��7KH�SDSHU�DOVR�VHDUFKHV�IRU�ZD\V�WR�SURPRWH�ILQDQFLDO�GHYHORSPHQW
LQ� 5XVVLD�� ,W� LV� DUJXHG� WKDW� WKHUH� PD\� QRW� EH� DQ� DOWHUQDWLYH� WR� V\VWHPDWLF
LPSURYHPHQW�RI� WKH� OHJDO�DQG�UHJXODWRU\�IUDPHZRUN�DQG�LWV�HQIRUFHPHQW�� ,W� LV�DOVR
DUJXHG� WKDW� VHYHUDO� VWDQGDUG�ZHVWHUQ�SUXGHQWLDO� UXOHV�QHHG� WR�EH�DGMXVWHG� IRU� VORZ
UHIRUPLQJ�WUDQVLWLRQ�FRXQWULHV�ZLWK�JRYHUQPHQWV�WKDW�KDYH�D�VROYHQF\�SUREOHP�VXFK
DV� 5XVVLD�� 5XVVLD¶V� UHFHQWO\� DGRSWHG� EDQNLQJ� UHVWUXFWXULQJ� SURJUDP� LV� DQ
DEDQGRQPHQW� RI� WKH� ODLVVH]� IDLUH� SROLF\� UHVSRQVH� WR� WKH� EDQNLQJ� FULVLV� EXW� WKH
ZHDNQHVVHV� RI� WKLV� SURJUDP� EHFRPH� HYLGHQW� ZKHQ� FRPSDULQJ� LW� WR� UHODWLYHO\
VXFFHVVIXO�EDQN�UHVWUXFWXULQJ�SURJUDPV�SXUVXHG�LQ�RWKHU�WUDQVLWLRQ�FRXQWULHV�VXFK�DV
3RODQG�

>7UDQVLWLRQ� FRXQWULHV�� 5XVVLD�� %DQNLQJ� FULVHV�� %DQNLQJ� UHJXODWLRQ�� %HKDYLRXU� RI
EDQNV@

=XVDPPPHQIDVVXQJ

'DV� 3DSLHU� JLEW� ]XQlFKVW� HLQHQ� hEHUEOLFN� �EHU� GLH� 8UVDFKHQ� XQG
|NRQRPLVFKHQ�.RVWHQ�GHU�%DQNHQNULVH�LQ�5X�ODQG��GLH�LP�-DKU������DXVEUDFK��(LQH
$QDO\VH� GHV�9HUKDOWHQV� UXVVLVFKHU�%DQNHQ� LP� =HLWUDXP� ����� ELV� ����� ]HLJW�� GD�
GLHVH� VLFK� UHODWLY� NRQVHUYDWLY� EH]�JOLFK� LKUHU�.UHGLWYHUJDEH� YHUKLHOWHQ��'LHV� NDQQ
HLQ��EHUUDVFKHQGHV�(UJHEQLV�VHLQ�DXV�IROJHQGHQ�*U�QGHQ��'LH�%DQNHQDXIVLFKW�KDWWH
ELVKHU�HLQH�UHODWLY�VFKZDFKH�.RQWUROOH��EHU�GDV�9HUKDOWHQ�GHU�%DQNOHLWXQJHQ��'DI�U
KDWWHQ�GLH�%DQNHLJHQW�PHU��GLH�JOHLFK]HLWLJ�LQ�PHKUHUHQ�EHGHXWHQGHQ�%DQNHQ�DXFK
EHGHXWHQGH�.UHGLWQHKPHU�VLQG��HLQHQ�UHODWLY�KRKHQ�(LQIOX��DXI�GLH�%DQNOHLWXQJHQ�
VR�GD��HUZDUWHW�KlWWH�ZHUGHQ�N|QQHQ��GD��.UHGLWQHKPHU� LQ� VLJQLILNDQWHP�8PIDQJ
%DQNHQ� ]ZLQJHQ�� .UHGLWH� ]X� YHUOlQJHUQ� XQG�RGHU� DXV]XZHLWHQ�� $XFK� GDV� UHODWLY
KRKH� 5HDO]LQVQLYHDX� KlWWH� HLQ� $QUHL]� I�U� %DQNOHLWXQJHQ� VHLQ� N|QQHQ� GXUFK
$XVZHLWXQJ� LKUHU� .UHGLWYHUJDEH�� *HZLQQH� ]X� UHDOLVLHUHQ�� (LQH� UHODWLY� VWDUNH
=XU�FNKDOWXQJ� UXVVLVFKHU� %DQNHQ� YRU� XQG� QDFK� GHP� +|KHSXQNW� GHU� %DQNHQNULVH
KLQVLFKWOLFK� LKUHU� .UHGLWYHUJDEH� ZDU� MHGRFK� QLFKW� EHJOHLWHW� YRQ� NRQVHUYDWLYHP
9HUKDOWHQ� GLHVHU� %DQNHQ� KLQVLFKWOLFK� GHU� YRQ� LKQHQ� HLQJHJDQJHQHQ
:lKUXQJVULVLNHQ�� 'LH� hEHUQDKPH� GLHVHU� 5LVLNHQ� YRU� GHP� +|KHSXQNW� GHU� .ULVH
ZXUGH� QHEHQ� GHU� PDQJHOKDIWHQ� hEHUZDFKXQJ� ULVLNREHJUHQ]HQGHU� 9RUVFKULIWHQ
RIIHQEDU�DXFK�GXUFK�GLH�:HFKVHONXUVSROLWLN�GHU�UXVVLVFKHQ�=HQWUDOEDQN�EHJ�QVWLJW�
'DV� 3DSLHU� JLEW� DX�HUGHP� HLQHQ� hEHUEOLFN� �EHU� GLH� LQ� GHU� /LWHUDWXU� VRZRKO
WKHRUHWLVFK� DOV� DXFK� HPSLULVFK� LGHQWLIL]LHUWHQ� .DQlOH� GHV� %HLWUDJV� GHU
)LQDQ]LQWHUPHGLDWLRQ� I�U� GDV� ZLUWVFKDIWOLFKH� :DFKVWXP�� XP� VR� $QVDW]SXQNWH� ]X
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ILQGHQ��ZLH�GLH�)LQDQ]LQWHUPHGLDWLRQ� LQ�5X�ODQG�HYHQWXHOO�JHI|UGHUW�ZHUGHQ�NDQQ�
'LHVH� %HWUDFKWXQJ� HUJLEW� MHGRFK� NHLQ� QHXHV� (UJHEQLV�� VRQGHUQ� OHGLJOLFK�� GD�� GLH
)|UGHUXQJ� GHU� )LQDQ]LQWHUPHGLDWLRQ� 5X�ODQGV� ]ZLQJHQG� GLH� 9HUEHVVHUXQJ� GHU
DXIVLFKWVUHFKWOLFKHQ�5HJXOLHUXQJ�XQG�LKUHU�'XUFKVHW]XQJ�HUIRUGHUW��'LH�6XFKH�QDFK
HLQHP� P|JOLFKHQ� (UVDW]� I�U� V\VWHPDWLVFKH� 9HUEHVVHUXQJHQ� GHV� 5HFKWVUDKPHQV�
EHLVSLHOVZHLVH� LQ� )RUP� HLQHU� ³LQIRUPHOOHQ´� 5HJXOLHUXQJ�� VFKHLQW� QLFKW
HUIROJYHUVSUHFKHQG� ]X� VHLQ��$OOHUGLQJV�ZLUG� LQ� GHP�3DSLHU� HUOlXWHUW�� GD��5X�ODQG
GLH�ZHVWOLFKH�%DQNHQUHJXOLHUXQJ�PRGLIL]LHUHQ�VROOWH��%HL�GLHVHU�'LVNXVVLRQ�ZHUGHQ
GLH� M�QJVWHQ� (QWZLFNOXQJHQ� GHU� %DQNHQUHJXOLHUXQJ� LQ� ZHVWOLFKHQ� /lQGHUQ
EHU�FNVLFKWLJW�� 6FKOLH�OLFK� ZLUG� GDV� 6DQLHUXQJVSURJUDPP� I�U� UXVVLVFKH� %DQNHQ
YHUJOLFKHQ� PLW� GHQ� UHODWLY� HUIROJUHLFKHQ� 8PVWUXNWXULHUXQJV�� XQG
6DQLHUXQJVSURJUDPPHQ�I�U�%DQNHQ�LQ�3ROHQ�XQG�8QJDUQ��'LHVHU�9HUJOHLFK�P�QGHW
LQ� HLQHU� %HZHUWXQJ� GHV� UXVVLVFKHQ� 6DQLHUXQJVSURJUDPPV� XQG� ]HLJW� GHXWOLFKH
6FKZlFKHQ�GLHVHV�3URJUDPPV�DXI�

>7UDQVIRUPDWLRQVOlQGHU�� 5X�ODQG�� %DQNHQNULVHQ�� %DQNHQUHJXOLHUXQJ�
%DQNHQYHUKDOWHQ@


