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3D\PHQWV�5HPDLQ�)XQGDPHQWDO�IRU
%DQNV�DQG�&HQWUDO�%DQNV

%DQN�RI�)LQODQG�'LVFXVVLRQ�3DSHUV��������

5DOI�3DXOL
)LQDQFLDO�0DUNHWV�'HSDUWPHQW

$EVWUDFW

,V�FRPPHUFLDO�EDQNLQJ�LQ�WKH�WUDGLWLRQDO�VHQVH�REVROHWH"�$UH�ZH�LQ�IDFW�ZLWQHVVLQJ
WKH�HPHUJHQFH�RI�D� IXQGDPHQWDOO\�QHZ�HUD�RI� ILQDQFH�DQG�SD\PHQWV� LQWHUPHGLD�
WLRQ"�7KHVH�TXHVWLRQV�DUH�UDLVHG�LQ�WKLV�SDSHU��,QVWHDG�RI�D�IRUPDO�DQDO\VLV��DQ�DW�
WHPSW�LV�PDGH�KHUH�WR�DSSURDFK�WKHVH�TXHVWLRQV�IURP�D�KLVWRULFDO�SHUVSHFWLYH�DQG�D
SUDFWLWLRQHU¶V�VWDQGSRLQW��:KLFK�IDFWRUV�KDYH�LQ�WKH�FRXUVH�RI�WLPH�VKDSHG�WKH�UROH
RI�FRPPHUFLDO�EDQNV�DQG�DUH�SUHVHQW�WUHQGV�LQ�WKH�PDUNHW�HURGLQJ�WKH�IRXQGDWLRQ
RI�WUDGLWLRQDO�FRPPHUFLDO�EDQN�IXQFWLRQV�WR�WKH�H[WHQW�WKDW�ZH�DUH�DFWXDOO\�HQWHU�
LQJ�XSRQ�VRPHWKLQJ�WKDW�LV�QHZ�LQ�D�IXQGDPHQWDO�ZD\�

2I�FRXUVH��ZH�ZLOO�QRW�JHW�GHILQLWLYH�DQVZHUV��7KH�FRQFOXVLRQ�DUULYHG�DW� LQ
WKH� SDSHU� LV� WKDW� EDQNV� ZLOO� UHPDLQ� LPSRUWDQW� LQWHUPHGLDWRUV� RI� ILQDQFLQJ� DQG
SD\PHQWV��DQG�WKDW�WKHVH�IXQFWLRQV�ZLOO�FRQVWLWXWH�WKH�FRUH�RI�EDQNLQJ�DOVR�LQ�WKH
IRUHVHHDEOH� IXWXUH�� 7KLV� KRZHYHU� GRHV� QRW� H[FOXGH� VWUXFWXUDO� FKDQJHV� LQ� WKH
EDQNLQJ�VHFWRU�DV�D�ZKROH�DQG� LQ� WKH� DFWLYLWLHV�RI� LQGLYLGXDO�EDQNV��2Q� WKH�FRQ�
WUDU\��WKHVH�DUH�HVVHQWLDO�WR�WKH�VXUYLYDO�RI�EDQNV�

7KH�SDSHU�DQDO\VHV�SURVSHFWV�IRU�QHZ�PHGLD�RI�H[FKDQJH�UHSODFLQJ�GHSRVLW
PRQH\�� ,W� LV� FRQFOXGHG� WKDW�� DV� UHJDUGV� DVVHW� WUDQVIHUV� LQ� WKH� FDSLWDO�PDUNHW� EH�
FRPLQJ�D�GRPLQDQW�PHGLXP�RI�H[FKDQJH��LQ�WKH�VSLULW�RI�WKH�1HZ�0RQHWDU\�(FR�
QRPLFV���WKHUH�DUH�VHULRXV�LPSHGLPHQWV�

3D\PHQW�IORZV�KDYH�LQFUHDVHG�VKDUSO\�DW�WKH�VDPH�WLPH�DV�WKH�ZKROH�EDQN�
LQJ�VHFWRU�KDV�EHHQ�PDNLQJ�WKH�DGMXVWPHQW�WR�D�PRUH�FRPSHWLWLYH�VLWXDWLRQ��7KLV
KDV�DFFHQWXDWHG�WKH�UROH�RI�WKH�FHQWUDO�EDQN�DV�D�SD\PHQWV�VHUYLFH�SURYLGHU�WR�WKH
EDQNV�DQG�SDUWLFXODUO\�DV�DQ�RYHUVHHU�RI�SD\PHQW�V\VWHPV��7KH�FHQWUDO�EDQN
V�UROH
DV�SD\PHQW�V\VWHPV�RYHUVHHU�LV�OLNHO\�WR�UHFHLYH�HYHQ�JUHDWHU�HPSKDVLV�LQ�WKH�IX�
WXUH��7KH�FHQWUDO�EDQN
V�RYHUVLJKW�PDQGDWH�UHTXLUHV�IXUWKHU�VSHFLILFDWLRQ�DV�UHJDUGV
WKH�SD\PHQW�V\VWHPV�WR�EH�RYHUVHHQ�DQG�KRZ�RYHUVLJKW�UHODWHV�WR�EDQNLQJ�VXSHUYL�
VLRQ�

2XU� DQDO\VLV� GHPRQVWUDWHV� DOVR� WKDW� FXUUHQW� WUHQGV� LQ� WKH� PDUNHW� DUH� QRW
ZHDNHQLQJ� EXW� UDWKHU� DUH� VWUHQJWKHQLQJ� WKH� WUDGLWLRQDO� LQWHUUHODWLRQVKLS� EHWZHHQ
EDQNV�DQG�WKH�FHQWUDO�EDQN�LQ�WKH�ILHOG�RI�SD\PHQWV��7KH�UROHV�RI�WKH�EDQNV�DQG�WKH
FHQWUDO�EDQN�VWLOO�QHHG�ILQH�WXQLQJ��,W�LV�FRQFOXGHG�WKDW�SD\PHQW�V\VWHPV�FDQ�EHVW
VHUYH�WKH�UHVW�RI�WKH�HFRQRP\�LI�WKH�SULPH�UHVSRQVLELOLW\�WR�GHYHORS�WKH�V\VWHPV�LV
OHIW� WR� WKH� SULYDWH� VHFWRU��ZKLOH� WKH� FHQWUDO� EDQN� KDV� D� UHFRJQL]HG� SRVLWLRQ� DV� D
SXEOLF�SROLF\�HQWLW\�WKDW�ZLOO�GR�ZKDW�LV�QHFHVVDU\�WR�DFKLHYH�D�VXIILFLHQW�OHYHO�RI
VDIHW\�DQG�HIILFLHQF\�

.H\�ZRUGV���SD\PHQWV��RYHUVLJKW��PHGLXP�RI�H[FKDQJH��EDQN��FHQWUDO�EDQN
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0DNVXMHQYlOLW\V�VlLO\\�WlUNHlQl�SDQNHLOOH
MD�NHVNXVSDQNLOOH

6XRPHQ�3DQNLQ�NHVNXVWHOXDORLWWHLWD��������

5DOI�3DXOL
5DKRLWXVPDUNNLQDRVDVWR

7LLYLVWHOPl

2QNR� DLND� NXONHPDVVD� SHULQWHLVHQ� SDQNNLWRLPLQQDQ� RKL"� 2QNR� UDKRLWXNVHQ� MD
PDNVXMHQ� YlOLW\NVHVVl� WDSDKWXPDVVD� SHUXVWDYLD� PXXWRNVLD�� MRWND� PHUNLWVLVLYlW
VLLUW\PLVWl�DLYDQ�XXWHHQ�DLNDNDXWHHQ"�<ULWlQ�WlVVl�VHOYLW\NVHVVl�O|\Wll�YDVWDXNVLD
QlLKLQ�N\V\P\NVLLQ��7DUNDVWHOHQ�SDQNNLWRLPLQWDD�KLVWRULDOOLVHQ�NHKLW\NVHQ�YDORVVD
MD�NHVNXVSDQNLQ�SROLWLLNDQ�VXXQQLWWHOXVVD�±�YLLPHLVWHQ�N\PPHQHQ�YXRGHQ�DLNDQD
PDNVXMlUMHVWHOPLHQ�DOXHHOOD�±�SLWNllQ�WRLPLQHHQ�QlN|NXOPDVWD�

3llG\Q� DUYLRRQ�� HWWl� SDQNLW� VlLO\WWlYlW� DVHPDQVD� UDKRLWXNVHQ� MD� PDNVXMHQ
NHVNHLVLQl� YlOLWWlMLQl��5DKRLWXNVHQ� MD�PDNVXMHQ� YlOLW\V�PXRGRVWDD� YDVWDLVXXGHV�
VDNLQ� SDQNNLWRLPLQQDQ� \WLPHQ�� 7lPl� HL� WLHWHQNllQ� VXOMH� SRLV� UDNHQWHHOOLVLD
PXXWRNVLD� SDQNNLVHNWRULVVD� MD� \NVLWWlLVWHQ� SDQNNLHQ� WRLPLQQDVVD�� 3lLQYDVWRLQ
SDQNNLHQ�VHOYL\W\PLQHQ�HGHOO\WWll�WlOODLVLD�PXXWRNVLD�

8XVL� LQIRUPDDWLRWHNQLLNND� MD� SllRPDPDUNNLQRLGHQ�NHKLW\V� HLYlW� ROH� NRNR�
QDDQ� SRLVWDQHHW� SDQNNLHQ� LQIRUPDDWLRHGXQ� PHUNLW\VWl� UDKRLWXNVHQ� YlOLW\NVHVVl�
HLNl�ROH�QlN|SLLULVVl��HWWl�QLLQ�WXOLVL�Nl\PllQ�

3DQNNLWDOOHWXNVLLQ� SHUXVWXYLD� PDNVXYlOLQHLWl� NRUYDDYLHQ� XXVLHQ� PDNVX�
YlOLQHLGHQ� OlSLPXUUROOH� RQ� KXRPDWWDYLD� HVWHLWl�� 6LMRLWXVUDKDVWR�RVXXNVLLQ� WDL
PXXQW\\SSLVHQ�VLMRLWXVYDUDOOLVXXGHQ�VLLUWRLKLQ�SHUXVWXYDQ�PDNVXYlOLQHHQ�DUYR�YRL
YDLKGHOOD� YRLPDNNDDVWLNLQ��PLNl� RQ� KXRPDWWDYD� HVWH� YlOLQHHQ� \OHLVW\PLVHQ� NDQ�
QDOWD�� /LVlNVL� YHUNNRYDLNXWXNVHW� �QHWZRUN� HIIHFWV�� VXRMDDYDW� Q\N\LVWl� SDQNNLWDO�
OHWXNVLLQ�SHUXVWXYDD�PDNVXMlUMHVWHOPll�

6HOYLW\NVHVVl�NLLQQLWlQ�KXRPLRWD�P\|V�VLLKHQ��HWWl�VDPD�LQIRUPDDWLRWHNQLL�
NDQ�NHKLW\V�� MRND�XKNDD�NDYHQWDD�SDQNNLHQ� WRLPLQWDHGHOO\W\NVLl�� DQWDD� SDQNHLOOH
PDKGROOLVXXNVLD�SXROXVWDD� MD�YDKYLVWDD� DVHPDDQVD�PDNVXMHQ�YlOLWWlMlQl��9DOPLLW
\KWH\GHW� VHNl� NXOXWWDMLLQ� HWWl� \ULW\NVLLQ� DQWDYDW� SDQNHLOOH� K\YlW� HGHOO\W\NVHW� NH�
KLWWll�PDNVX��MD�UDKRLWXVSDOYHOXLWD�WXNHPDDQ�,QWHUQHW�NDXSSDD�MD�VLWHQ�OXRGD�WDYD�
URLGHQ�MD�SDOYHOXLGHQ�NDXSDQ��PDNVXOLLNHQWHHQ�MD�UDKRLWXNVHQ�WHKRNDV�MD�OXRWHWWDYD
NRNRQDLVXXV�

3llG\Q�P\|V� VLLKHQ�� HWWl� SDQNNLHQ� MD� NHVNXVSDQNLQ� WRLPLQQDOOLQHQ� ULLSSX�
YXXV� VlLO\\� YDKYDQD�� 7lPl� SHUXVWXX� VLLKHQ�� HWWl� WDUMRDPDOOD� WLOL�� MD� OLNYLGLWHHW�
WLSDOYHOXLWD�NHVNXVSDQNNL� Wl\GHQWll�SDQNNLHQ� WRLPLQWDD�� VDPRLQ�NXLQ�VLLKHQ��HWWl
NHVNXVSDQNLQ� WHKWlYlQl� RQ� \OHLVYDOYRQQDOODDQ� RVDOWDDQ� HGLVWll� PDNVXMlUMHVWHO�
PLHQ�PRLWWHHWRQWD�WRLPLQWDD�

$VLDVDQDW��PDNVXW��\OHLVYDOYRQWD��RYHUVLJKW��PDNVXYlOLQH��SDQNNL��NHVNXVSDQNNL
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&RQWHQWV

$EVWUDFW �

7LLYLVWHOPl �

� ,QWURGXFWLRQ �

� (YROXWLRQ�UDWKHU�WKDQ�DXWKRULWDWLYH�VWHHULQJ�KDV�VKDSHG�WKH�SD\PHQW
V\VWHPV �
��� 3D\PHQWV��DQ�LQWHJUDO�SDUW�RI�GHSRVLW�EDQNLQJ �
��� 3ULYDWH�FRRSHUDWLYH�DUUDQJHPHQWV��WKH�HPHUJHQFH�RI�TXDVL�FHQWUDO

EDQNV ��
��� &HQWUDO�EDQNV�DV�VHUYLFH�SURYLGHUV�WR�EDQNV ��
��� &RQFOXVLRQ ��

� 2YHUVLJKW��DQ�LQWHJUDO�SDUW�RI�FHQWUDO�EDQNLQJ ��
��� )LQDQFLDO�VWDELOLW\ ��
��� 7KH�UROH�RI�WKH�FHQWUDO�EDQN ��
��� 2YHUVLJKW�DQG�PDFURSUXGHQWLDO�VXSHUYLVLRQ ��
��� &RQIOLFW�RI�LQWHUHVW�GLVWRUWLRQ�RI�FRPSHWLWLRQ" ��
��� 0RQHWDU\�VWDELOLW\ ��
��� &RQFOXVLRQV ��

� &KDOOHQJHV�WR�EDQNV¶�ILQDQFLQJ�RSHUDWLRQV�DQG�SD\PHQW�LQWHUPHGLDWLRQ ��
��� /HVV�VFRSH�IRU�PDWXULW\�WUDQVIRUPDWLRQ ��
��� (URVLRQ�RI�WKH�EDQNV¶�SRVLWLRQ�LQ�SD\PHQW�LQWHUPHGLDWLRQ" ��

����� $OWHUQDWLYHV�WR�GHSRVLW�PRQH\ ��
����� 0XWXDO�IXQGV ��

��� )DFWRUV�IDYRXULQJ�WKH�EDQNV¶�SRVLWLRQ�LQ�SD\PHQW�LQWHUPHGLDWLRQ ��
����� 1HWZRUN�HIIHFWV�±�D�EDUULHU�WR�LQQRYDWLRQV ��
����� $�FRPPRQ�PHGLXP�RI�H[FKDQJH�ORZHUV�WUDQVDFWLRQ�FRVWV ��

��� &RQFOXVLRQ ��

� 7KH�UROH�RI�WKH�FHQWUDO�EDQN�LQ�UHVSHFW�RI�SD\PHQWV�LV�JURZLQJ��QRW
GLPLQLVKLQJ ��
��� 3ROLF\�FKRLFHV ��
��� (QYLURQPHQWDO�IDFWRUV ��
��� &RQFOXVLRQV ��

� &RQFOXVLRQV ��

5HIHUHQFHV ��



�

�� ,QWURGXFWLRQ

7KH�RULJLQ�RI�FRPPHUFLDO�EDQNLQJ��DQG�FHQWUDO�EDQNLQJ�DV�ZHOO��FDQ�EH�WUDFHG�WR
WKH�SD\PHQW�IXQFWLRQ��:KDW�ZH�QRZ�FDOO�FRPPHUFLDO�EDQNLQJ�VWDUWHG� WR�GHYHORS
DV�D�UHVSRQVH�WR�WKH�QHHGV�RI�FRPPHUFH�IRU�D�YHKLFOH�WR�H[HFXWH�SD\PHQWV� LQ�DQ
HIILFLHQW�DQG�VDIH�ZD\��&HQWUDO�EDQNV�GHYHORSHG�JUDGXDOO\� DV�D� FRPSOHPHQW�DQG
VHUYLFH� SURYLGHU� WR� FRPPHUFLDO� EDQNV� LQ� WKH� ILHOG� RI� SD\PHQW� WUDQVPLVVLRQ� DQG
OLTXLGLW\�PDQDJHPHQW��7KH�SURYLVLRQ�RI�SD\PHQW� VHUYLFHV�FRQVWLWXWHV�DQ� LQWHJUDO
SDUW�RI�WKH�IXQFWLRQV�RI�FRPPHUFLDO�EDQNV�DV�ZHOO�DV�FHQWUDO�EDQNV�

/DWHU�RQ��RWKHU�IXQFWLRQV�JDLQHG�LQ�LPSRUWDQFH�IRU�EDQNV�DQG�SHUKDSV�HYHQ
PRUH�VR�IRU�FHQWUDO�EDQNV��'HYHORSPHQWV� LQ�SD\PHQW�PHGLD�DQG� WUDQVPLVVLRQ�RI
SD\PHQWV�KDYH�FHUWDLQO\�EHHQ�UDSLG��SDUWLFXODUO\�LQ�WKH�SRVW�ZDU�SHULRG��%XW��WKLV
ZDV� ORQJ� FRQVLGHUHG� D� FRQFHUQ� IRU� WHFKQLFLDQV� DQG�PDUNHWLQJ� SHRSOH��+RZHYHU�
WKH� VLWXDWLRQ� EHJDQ� WR� FKDQJH� VRPH� WHQ� \HDUV� DJR�� )RU� D� QXPEHU� RI� \HDUV� QRZ�
SD\PHQWV�KDYH�EHHQ�D�SROLF\�LVVXH��RQ�WKH�DJHQGDV�RI�FRPPHUFLDO�EDQNV�DV�ZHOO�DV
FHQWUDO�EDQNV�

7KHUH�DUH�WZR�PDLQ�UHDVRQV�ZK\�SD\PHQWV�VWDUWHG�WR�DWWUDFW�WKH�DWWHQWLRQ�RI
SROLF\�PDNHUV��2Q� WKH�RQH�KDQG�� UDSLG�JURZWK� LQ�SD\PHQWV� WUDIILF�KDG� LQFUHDVHG
WKH�LPSRUWDQFH�RI�SD\PHQWV�DV�D�VRXUFH�RI�UHYHQXH��SD\PHQW�UHODWHG�ULVN�H[SRVXUH
DQG�ULVN�DZDUHQHVV��QRW�OHDVW�ZLWK�UHJDUG�WR�FURVV�ERUGHU�SD\PHQWV��2Q�WKH�RWKHU
KDQG��VWUXFWXUDO�FKDQJHV�LQ�WKH�ILQDQFLDO�VHFWRU��DORQJ�ZLWK�WHFKQLFDO�LQQRYDWLRQV�
SRVHG�WKH�WKUHDW�RI�GLVLQWHUPHGLDWLRQ�RI�SD\PHQWV��'RHV�WKLV�PHDQ�WKDW�MXVW�ZKHQ
SD\PHQWV���DIWHU�ORQJ�UHPDLQLQJ�LQ�WKH�EDFNJURXQG���KDYH�DJDLQ�ULVHQ�WR�WKH�IRUH�
IURQW�RI�EDQNLQJ��WKH�SURYLVLRQ�RI�WKHVH�VHUYLFHV�LV�VOLSSLQJ�RXW�RI�WKH�KDQGV�RI�WKH
EDQNV"

,Q�WKLV�SDSHU��,�ZLOO�UDLVH�WKLV�TXHVWLRQ�DQG�EULQJ�WRJHWKHU�WKH�DUJXPHQWV�WKDW
KDYH�EHHQ�SUHVHQWHG�LQ�WKH�RQJRLQJ�GHEDWH�RQ�WKH�TXHVWLRQ��,�ZLOO�GR�WKLV�E\�ILUVW
DQDO\VLQJ�WKH�IXQGDPHQWDOV�XQGHUO\LQJ�WKH�HPHUJHQFH�RI�EDQNV��ZKLFK�KDYH�XS�WLOO
QRZ�JXLGHG�WKH�DFWLYLWLHV�RI�EDQNV�

,Q� OLJKW� RI� WKH� KLVWRULFDO� GHYHORSPHQW�� WKHUH� LV� D� IXQFWLRQDO� OLQN� EHWZHHQ
SD\PHQW� VHUYLFHV� SURYLGHG� E\� EDQNV� DQG� WKH� RSHUDWLRQV� RI� WKH� FHQWUDO� EDQN�� ,Q
UHFHQW�\HDUV��KRZHYHU��PXFK�DWWHQWLRQ�KDV�EHHQ�JLYHQ�WR�WZR�QHZ�DVSHFWV�RI�FHQ�
WUDO�EDQN�DFWLYLWLHV�WKDW�UHODWH�WR�SD\PHQWV��,Q�DGGLWLRQ�WR�WKH�WUDGLWLRQDO�QHW�VHWWOH�
PHQW�VHUYLFHV��FHQWUDO�EDQNV�KDYH�EHJXQ�WR�SURYLGH�WUDQVPLVVLRQ�VHUYLFHV�IRU�FXV�
WRPHU� SD\PHQWV� WR� EDQNV� RQ� D� JURVV� EDVLV�� %H\RQG� WKHVH� RSHUDWLRQDO� IXQFWLRQV�
UHFHQW� \HDUV� KDYH� VHHQ� LQFUHDVLQJ� HPSKDVLV� RQ� WKH� FHQWUDO� EDQN
V� DFWLYLWLHV� DV
RYHUVHHU�RI�SD\PHQW�V\VWHPV��%RWK�RI�WKHVH�QHZ�DVSHFWV�KDYH�HOLFLWHG�KDUVK�ZRUGV
IURP�WKH�EDQNV��7KH�FHQWUDO�EDQNV�KDYH�EHHQ�DFFXVHG�RI�XQMXVWLILHG�FRPSHWLWLRQ
ZLWK�WKH�EDQNV�DQG�RI�SXUVXLQJ�FRQIOLFWLQJ�JRDOV�

7KHVH�DFFXVDWLRQV�KDYH�FDXVHG�VRPH�FRQIXVLRQ�LQ�PDQ\�FHQWUDO�EDQNV��$O�
WKRXJK� WKH� FHQWUDO� EDQNV� YLHZ� WKHVH� DFWLYLWLHV� DV� ORJLFDO� DQG� ZHOO� IRXQGHG� UH�
VSRQVHV�WR�FXUUHQW�GHYHORSPHQWV�LQ�WKH�ILHOG�RI�SD\PHQWV��WKH�FHQWUDO�EDQNV�KDYH
QRW��SHUKDSV��EHHQ�DEOH�WR�SUHVHQW�FRQYLQFLQJ�DUJXPHQWV�IRU�WKHLU�FDVH��7KLV�TXHV�
WLRQ��,�EHOLHYH��OHDGV�XV�WR�DQ�DQDO\VLV�RI�WKH�YHU\�EDVHV�IRU�FHQWUDO�EDQNLQJ��2QO\
DIWHU�VXFK�DQ�DQDO\VLV�ZLOO� LW�EH�SRVVLEOH� WR�HYDOXDWH� WKH�SRVVLEOH� LPSOLFDWLRQV�RI
FKDQJHV�LQ�WKH�HQYLURQPHQW�RQ�WKH�UROH�RI�FHQWUDO�EDQNV�LQ�WKH�ILHOG�RI�SD\PHQWV�

$OVR� WKH� LQYROYHPHQW� RI� VRPH� FHQWUDO� EDQNV� LQ� WKH� WUDQVPLVVLRQ� RI� UHWDLO
SD\PHQWV�KDV�EHHQ�FDOOHG�LQ�TXHVWLRQ�



�

�� (YROXWLRQ�UDWKHU�WKDQ�DXWKRULWDWLYH�VWHHULQJ
KDV�VKDSHG�WKH�SD\PHQW�V\VWHPV

���� 3D\PHQWV��DQ�LQWHJUDO�SDUW�RI�GHSRVLW�EDQNLQJ

7KH�WULQLW\�RI�GHSRVLW�WDNLQJ��OHQGLQJ�DQG�SD\PHQW�LQWHUPHGLDWLRQ�KDV�FRPSUL]HG
WKH�FRUH�RI�EDQNLQJ�IRU�DW�OHDVW�����\HDUV��7KHUH�DUH�GLIIHUHQW�YLHZV�DV�WR�WKH�LQL�
WLDO�GULYLQJ� IRUFH�EHKLQG� WKLV�FRQVWHOODWLRQ��2QH�FDQ�DW� OHDVW� WKLQN�RI�GHSRVLWV� DV
WKH�VWDUWLQJ�SRLQW��:LWK�D�KLJKHU�GHJUHH�RI�VSHFLDOL]DWLRQ�LQ�SURGXFWLRQ�DQG�DFFX�
PXODWLRQ� RI� ZHDOWK�� WKHUH� DURVH� D� QHHG� IRU� VDIHNHHSLQJ� RI� SUHFLRXV� PHWDOV� DQG
FRLQV�WR�PDWFK�IXWXUH�FRQVXPSWLRQ�GHPDQG��7KLV�ODLG�WKH�IRXQGDWLRQ�IRU�WKH�XVH�RI
FODLPV�DV�D�PHGLXP�RI�H[FKDQJH�DQG�JUDQWLQJ�FUHGLW�WR�ERUURZHUV��,Q�WKLV�FRQWH[W�
UHIHUHQFH��XVXDOO\�PDGH�WR�JROGVPLWKV�ZKR�LVVXHG�UHFHLSWV� IRU�JROG� WKDW�ZDV� OHIW
ZLWK�WKHP�IRU�VDIHNHHSLQJ��7KHVH�UHFHLSWV�ODWHU�FLUFXODWHG�IURP�KDQG�WR�KDQG�DV�D
PHGLXP� RI� H[FKDQJH�� 1RWLQJ� WKLV� W\SH� RI� FLUFXODWLRQ�� JROGVPLWKV� SURFHHGHG� WR
LVVXH� UHFHLSWV� ZLWKRXW� SUHYLRXV� GHSRVLW�� LH� WR� H[WHQG� FUHGLW�� $FFRUGLQJ� WR� WKLV
YLHZ�� OHQGLQJ� DFWLYLW\� DQG� SD\PHQW� VHUYLFHV� GHYHORSHG� DV� FRUROODULHV� WR� GHSRVLW
WDNLQJ�

:DUHKRXVH�UHFHLSWV�SURYLGH�DQRWKHU�H[DPSOH�RI�SDSHU�FODLPV�LQ�FLUFXODWLRQ
LQ�SODFH�RI�FRPPRGLW\�PRQH\� LWVHOI��$OVR� LQ� WKLV�FRQQHFWLRQ��RQH�FDQ� WDON�DERXW
FR�SURGXFWLRQ� RI� GHSRVLW�� OHQGLQJ� DQG� SD\PHQW� VHUYLFHV� OLQNHG� WRJHWKHU� E\� HIIL�
FLHQF\�JDLQV�

+RZHYHU�� JROGVPLWKV� GLG� QRW� HYROYH� LQWR� EDQNHUV� XQWLO� WKH� PLGGOH� RI� WKH
VHYHQWHHQWK� FHQWXU\� LQ�(QJODQG�� DQG� EDQNLQJ�W\SH� VHUYLFHV� VWDUWHG� WR� HPHUJH� LQ
ZDUHKRXVHV�DURXQG�WKH�VDPH�WLPH��$V�ZH�NQRZ��EDQNLQJ�GHYHORSHG�PXFK�HDUOLHU
DQG�ZDV�FORVHO\�DVVRFLDWHG�ZLWK�WUDGH��0HGLHYDO�EDQNLQJ�FDQ�EH�WUDFHG�WR�PRQH\�
FKDQJHUV�ZKR�SURYLGHG�SD\PHQW�VHUYLFHV�WR�PHUFKDQWV�DQG�RWKHU�ZHDOWK\�SHRSOH�
$�PHUFKDQW�GHSRVLWHG�FRLQV�ZLWK�D�PRQH\FKDQJHU�DQG�LQ�UHWXUQ�REWDLQHG�D�FODLP
RQ� WKH�PRQH\FKDQJHU��7KH�PHUFKDQW� FRXOG� WKHQ� XVH� WKH� FODLP� WR�PDNH� FDVKOHVV
SD\PHQWV� E\� LQVWUXFWLQJ� WKH�PRQH\FKDQJHU� WR� WUDQVIHU� IXQGV� WR� WKH� SD\HH¶V� DF�
FRXQW��7KH�SD\PHQW�RUGHU�KDG�WR�EH�PDGH�
RQ�WKH�VSRW
��7KH�SD\HU�DQG�SD\HH�VLP�
SO\�ZHQW�WR�WKH�SD\HU¶V�EDQN�ZKHUH�WKH�SD\HU�JDYH�DQ�RUDO�RUGHU�RI�WUDQVIHU��2YHU
WLPH��GHSRVLWRUV�ZHUH�DOORZHG�WR�RYHUGUDZ�IURP�WKHLU�DFFRXQWV��ZKLFK�IXUWKHU�ID�
FLOLWDWHG�WUDGH��0HUFKDQWV�ZHUH�ZLOOLQJ�WR�DFFHSW�SD\PHQW�LQ�EDQN�IXQGV��VLQFH�WKH
LQFRPLQJ�IXQGV�FRXOG�WKHQ�EH�XVHG�WR�UHSD\�WKH�PHUFKDQW¶V�RZQ�RYHUGUDIW�ORDQ�RU
WR�SD\�IRU�KLV�IXWXUH�SXUFKDVHV�

7KLV�VWRU\�RI�WKH�RULJLQ�RI�EDQNLQJ�HPSKDVL]HV�WKH�UROH�RI�SD\PHQWV�DV�WKH
LQLWLDO�GULYLQJ�IRUFH��)XQGV�ZHUH�GHSRVLWHG�ZLWK�WKH�EDQNV�WR�HQDEOH�FDVKOHVV�SD\�
PHQWV�� DQG� OHQGLQJ� HYROYHG� LQ� UHVSRQVH� WR� SD\PHQW� QHHGV��*UDGXDOO\� EDQNV� H[�
SDQGHG�WKHLU�OHQGLQJ�DFWLYLWLHV�IURP�WUDGH�UHODWHG�RYHUGUDIWV�WR�LQYHVWPHQW�OHQGLQJ�

7KLV� GHYHORSPHQW� UHIOHFWHG� PDUNHW� IRUFHV� FDOOLQJ� IRU� PRUH� HIILFLHQW� DQG
VDIHU�PHDQV�RI�PDNLQJ�SD\PHQWV��7UDQVIHUULQJ�RI� EDODQFHV� RYHU� DFFRXQWV�ZDV� D
PRUH�HIILFLHQW�DQG�VDIH�ZD\� WR� H[HFXWH�SD\PHQWV��SURYLGHG� WKH�EDQN�ZDV� UREXVW
DQG� UHOLDEOH�� 7KH� OLTXLGLW\� VHUYLFH� LQ� WKH� IRUP� RI� RYHUGUDIWV��ZKLFK� HQDEOHG� WKH
EX\HU�WR�VHWWOH�KLV�SD\PHQW�REOLJDWLRQ�WR�WKH�VHOOHU�ZLWK�ILQDOLW\�DW�WKH�PRPHQW�RI
WUDGH��ZDV�DQ�DUUDQJHPHQW� IRU�RYHUFRPLQJ�XQFHUWDLQWLHV�GHULYLQJ�IURP�WKH�XQGH�
YHORSHG� VWDWH� RI� FRQWUDFW� HQIRUFHPHQW� LQ� WKH� SULYDWH�PDUNHW�� ,W�ZDV� VRRQ�XQGHU�

������������������������������������������������
��6HH�HJ�.LQGOHEHUJHU��������
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VWRRG�WKDW�D�QHFHVVDU\�SUHUHTXLVLWH�IRU�WKHVH�JDLQV�LQ�HIILFLHQF\�ZDV�FRQILGHQFH�LQ
WKH� EDQN� SURYLGLQJ� WKH� VHUYLFHV� DQG� FRQILGHQFH� LQ� WKH� V\VWHP� DV� D�ZKROH��$V� D
FRQVHTXHQFH��DOUHDG\� LQ�YHU\�HDUO\� WLPHV� WKHUH�ZHUH� LQ�PDQ\�FLWLHV� OHJDO� UHVWULF�
WLRQV�RQ�WKH�ULJKW�WR�FRQGXFW�EXVLQHVV�DV�PRQH\FKDQJHUV�

:LWK�GHSRVLWV�EHLQJ�UHSD\DEOH�DW�SDU�DQG�SDUW�RI�WKHLU�DVVHW�KROGLQJV�LQ�LOOLT�
XLG�IRUP��WKH�EDQNV�ZHUH�VXEMHFW�WR�WKH�ULVN�RI�UXQV��,Q�PHGLHYDO�WLPHV�WKH�EDQNV
KDG�QR�DOWHUQDWLYH� VRXUFHV�RI� OLTXLGLW\�RWKHU� WKDQ�GUDZLQJ�GRZQ� UHVHUYHV��&RP�
SDUHG�ZLWK�WKH�VLWXDWLRQ�WR�GD\��UHVHUYH�UDWLRV�ZHUH�KLJK�LQ�WKRVH�GD\V�� LH�D� ODUJH
VKDUH�RI�GHSRVLWV�UHFHLYHG�ZDV�QRW�OHQW�RXW��7KH�UDWLR�RI�UHVHUYHV��FRLQV��WR�GHSRV�
LWV�YDULHG�ZLGHO\�IURP����SHU�FHQW�XS�WR�URXJKO\����SHU�FHQW��$�VWUDWHJ\�RI�KROGLQJ
WRR�PXFK�RI� WKH� EDQN¶V� SRUWIROLR� LQ� UHVHUYHV� FRXOG� RQ� WKH� RWKHU� KDQG� HURGH� GH�
SRVLWRUV¶� EHOLHI� LQ� WKH� EDQN¶V� SURILWDELOLW\� DQG� OLPLW� WKH� EDQN¶V� DELOLW\� WR� FUHDWH
OLTXLGLW\� WKURXJK�RYHUGUDIWV�� ,Q�%UXJHV�� WKH� DXWKRULWLHV� VRXJKW� WR� UHVROYH� WKLV�GL�
OHPPD� WKURXJK� D� V\VWHP�RI� SDUWLDO� GHSRVLW� LQVXUDQFH��8QGHU� WKLV� VFKHPH�� EDQNV
ZHUH� UHTXLUHG� WR� HPSOR\� WKH� VHUYLFHV� RI� SULYDWH� LQVXUHUV�� 7KHVH� ZHUH� W\SLFDOO\
ZHDOWK\�PHUFKDQWV�RI�ORQJVWDQGLQJ�UHSXWDWLRQ�LQ�WKH�FRPPXQLW\��ZKR�SURPLVHG�WR
PDNH� JRRG�RQ�D�EDQN¶V�REOLJDWLRQV� LQ� FDVH�RI�EDQNUXSWF\��XS� WR� D� SUH�VSHFLILHG
OLPLW�

$W�DQ�HDUO\�VWDJH�RI�EDQNLQJ��PDUNHW�QHHGV�OHDG�WR�GHYHORSPHQW�RI�PHDQV�WR
KDQGOH�VLWXDWLRQV�LQ�ZKLFK�SD\HH�DQG�SD\HU�KDYH�DFFRXQWV�LQ�GLIIHUHQW�EDQNV��7KLV
ZDV�RI�SDUWLFXODU�LPSRUWDQFH�IRU�WUDGH�LQ�LQWHUQDWLRQDO�IDLUV�DWWHQGHG�E\�PHUFKDQWV
IURP� GLIIHUHQW� FLWLHV�� %DQNV� WUDQVIHUUHG� EDODQFHV� DPRQJ� WKHPVHOYHV� E\� KROGLQJ
GHSRVLWV�LQ�HDFK�RWKHU�DQG�DFFHSWLQJ�SD\PHQW�E\�ERRN�HQWU\�WUDQVIHUV��6HWWOHPHQW
RI�EDQNV¶�QHW�SRVLWLRQV�RFFXUUHG�RQO\�RFFDVLRQDOO\�

7KH� LQLWLDO� IRUFH�EHKLQG�EDQNLQJ�PD\�ZHOO�KDYH�EHHQ�GLIIHUHQW� LQ�GLIIHUHQW
ILQDQFLDO�FHQWUHV�DQG�DW�GLIIHUHQW� WLPHV��'LIIHUHQW� LQWHUSUHWDWLRQV�RI� WKH�RULJLQ�RI
EDQNLQJ� HOXFLGDWH� GLIIHUHQW� DVSHFWV� RI� EDQNLQJ�� 5HJDUGOHVV� RI� KRZ� WKH\� JRW
VWDUWHG�� WKH�FRUH�EDQNLQJ�DFWLYLWLHV�YHU\� HDUO\�RQ�FDPH� WR�EH� FRPSULVHG�RI� WKUHH
EDVLF�IXQFWLRQV��GHSRVLW� WDNLQJ�� OHQGLQJ�DQG�SD\PHQWV� LQWHUPHGLDWLRQ�� ,Q�VSLWH�RI
WKH�IDFW�WKDW�EDQNV�WRGD\�SURYLGH�PDQ\�RWKHU�VHUYLFHV�DV�ZHOO�DQG�WKDW�EDQNV�DUH
QR�ORQJHU�WKH�VROH�ILQDQFLDO�LQWHUPHGLDWRUV�EHWZHHQ�GHSRVLWRUV�DQG�LQYHVWRUV�RU�WKH
VROH� SD\PHQWV� LQWHUPHGLDWRUV� EHWZHHQ� EX\HUV� DQG� VHOOHUV�� WKHVH� DFWLYLWLHV� KDYH
FRQWLQXHG� WR� IRUP� WKH�FRUH�RI�EDQNLQJ�XS�XQWLO� WKH�SUHVHQW�GD\�� DQG�EDQNV�KDYH
UHWDLQHG�D�VWURQJ�SRVLWLRQ�LQ�WKHVH�DUHDV���

7KH�UHDVRQ�IRU�EDQNV¶�VXFFHVV�LQ�UHVSHFW�RI�WKLV�FRQVWHOODWLRQ�RI�EDVLF�IXQF�
WLRQV�OLHV�LQ�WKH�FRPSOHPHQWDU\�QDWXUH�RI�WKHVH�IXQFWLRQV��)URP�WKH�EDQNV
�YLHZ�
SRLQW��WKH�GHSRVLW�VHUYHV�DV�FROODWHUDO�IRU�SURYLGLQJ�WKH�SD\PHQW�VHUYLFH��7KH�FRO�
ODWHUDO� FRYHUDJH� LV� �����ZKHQHYHU� WKH� IXQGV� DYDLODEOH� IRU� WKH� H[HFXWLRQ� RI� WKH
WUDQVIHU� IXOO\� FRYHU� WKH� DPRXQW� RI� WKH� WUDQVIHU�� ZKLFK� HOLPLQDWHV� FXVWRPHU� ULVN
UHODWHG�WR�SD\PHQW�H[HFXWLRQ��:KHQ�WKH�WUDQVIHU�LV�QRW�IXOO\�FRYHUHG�E\�IXQGV��WKH
EDQN�KDV�D�FRPSDUDWLYH�DGYDQWDJH�LQ�H[WHQGLQJ�DQ�RYHUGUDIW�ORDQ�WR�WKH�FXVWRPHU�
VLQFH� SUHYLRXV� H[SHULHQFH� LQ� FROOHFWLQJ� SD\PHQW� FRPPLVVLRQV� SURYLGH� WKH� EDQN
ZLWK�YDOXDEOH�LQIRUPDWLRQ�RQ�WKH�FXVWRPHU¶V�FUHGLELOLW\�

7KH� DSSOLFDELOLW\� RI� FRQILGHQWLDO� LQIRUPDWLRQ� REWDLQHG� LQ�PDQDJLQJ� D� FXV�
WRPHU¶V�SD\PHQW�REOLJDWLRQV�FDQ�EH�H[WHQGHG�WR�WKH�JUDQWLQJ�RI�LQYHVWPHQW�ORDQV
WR�WKH�FXVWRPHU��7KH�UHFRUG�RI�WKH�FXVWRPHU¶V�GHSRVLW�EDODQFH�KHOSV�LQ�DVVHVVLQJ
WKH�FXVWRPHU
V�FUHGLW�ZRUWKLQHVV��$�EDQN�SRVVHVVLQJ�VXFK�LQIRUPDWLRQ�FDQ�SURYLGH
������������������������������������������������
��$FFRUGLQJ�WR�WKH�)LUVW�%DQNLQJ�'LUHFWLYH���������((&��
FUHGLW�LQVWLWXWLRQ
�PHDQV�DQ�XQGHUWDNLQJ
ZKRVH�EXVLQHVV�LV�WR�UHFHLYH�GHSRVLWV�RU�RWKHU�UHSD\DEOH�IXQGV�IURP�WKH�SXEOLF�DQG�WR�JUDQW�FUHGLWV
IRU�LWV�RZQ�DFFRXQW��0RQH\�WUDQVPLVVLRQ�VHUYLFHV�DUH�PHQWLRQHG�LQ�WKH�OLVW�RI�DFWLYLWLHV�SXUVXHG�E\
FUHGLW�LQVWLWXWLRQV�LQ�WKH�(($�VWDWHV�DFFRUGLQJ�WR�WKH�6HFRQG�%DQNLQJ�'LUHFWLYH���������((&��
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ORDQV�DW�PRUH�DGYDQWDJHRXV�WHUPV�WKDQ�D�OHQGHU�QRW�KDYLQJ�VXFK�LQIRUPDWLRQ��,Q�
IRUPDWLRQ�REWDLQHG�IURP�UHFRUGV�RI�D�GHSRVLW�EDODQFH�DQG�SD\PHQW�IORZV�JLYHV�WKH
EDQN�DQ�DGYDQWDJH�LQ�DVVHVVLQJ�FUHGLW�ULVNV��6WDQGDUG�WKHRULHV�RI�WKH�EDQNLQJ�ILUP
DWWULEXWH�WKH�PDWXULW\�WUDQVIRUPDWLRQ�FDSDELOLW\�RI�EDQNV�VSHFLILFDOO\�WR�WKLV�LQIRU�
PDWLRQ�DGYDQWDJH�

7KH� FRPSOHPHQWDU\� QDWXUH� RI� GHSRVLW� WDNLQJ�� OHQGLQJ� DQG� SD\PHQWV� LQWHU�
PHGLDWLRQ�KDV�JLYHQ�EDQNV�DQ�DGYDQWDJH�LQ�SURYLGLQJ�HDFK�RI�WKHVH�VHUYLFHV��%XW
WKHLU�FRPSOHPHQWDU\�QDWXUH�DOVR�PHDQV�WKDW�VXFFHVV�LQ�HDFK�DFWLYLW\�LV�GHSHQGHQW
RQ� WKH� RWKHU� DFWLYLWLHV�� ,I� WKH� SURVSHFW� IRU� RQH� RI� WKH� DFWLYLWLHV� GHWHULRUDWHV�� WKH
RWKHUV�ZLOO�DOVR�VXIIHU��7RJHWKHU�WKH\�FRPSULVH�DQ�LQWHJUDWHG�ZKROH��WKH�HFRQRPLF
YDOXH�RI�ZKLFK�LV�JUHDWHU�WKDQ�WKH�VXP�RI�WKH�LQGLYLGXDO�FRPSRQHQWV�

���� 3ULYDWH�FRRSHUDWLYH�DUUDQJHPHQWV�
WKH�HPHUJHQFH�RI�TXDVL�FHQWUDO�EDQNV

0DUNHW� IRUFHV�JDYH� ULVH� WR�SULYDWH�FRRSHUDWLYH� DUUDQJHPHQWV��ZKLFK� LQ�PDQ\� UH�
VSHFWV�FDQ�EH�YLHZHG�DV�IRUHUXQQHUV�RI�FHQWUDO�EDQNV�RSHUDWLQJ�XQGHU�VWDWH�JXDU�
DQWHH�

7KH�H[HFXWLRQ�RI� D� SD\PHQW� LQVWUXFWLRQ� EHWZHHQ� WZR� FXVWRPHUV�ZKR�KDYH
DFFRXQWV�LQ�GLIIHUHQW�EDQNV�JLYHV�ULVH�WR�DQ�LQWHUEDQN�FODLP��7R�VHWWOH�VXFK�D�FODLP�
WKH� SD\HU¶V� EDQN� ±� LQ� D� ZRUOG� RI� FRPPRGLW\� PRQH\� ±� WUDQVIHUV� DQ� DPRXQW� RI
JROG�FRLQV� FRUUHVSRQGLQJ� WR� WKH� SD\PHQW� WR� WKH� SD\HH¶V� EDQN�� 7KH� EDQNV� FRXOG
DFKLHYH�DQ�HIILFLHQF\�JDLQ�E\�SUHGHSRVLWLQJ�D�FHUWDLQ�DPRXQW�RI�WKHLU�UHVHUYHV�ZLWK
HDFK�RWKHU��7KLV�ZDV�DFFRPSOLVKHG�E\�KROGLQJ�GHSRVLW�EDODQFHV�LQ�HDFK�RWKHU��,Q�
VWHDG� RI� WUDQVIHUULQJ� FRPPRGLW\�PRQH\� FRUUHVSRQGLQJ� WR� HYHU\� VLQJOH� SD\PHQW
WUDQVDFWLRQ�EHWZHHQ� WZR�EDQNV�� WKH�SD\HH¶V�EDQN�GHELWHG� WKH�GHSRVLW� DFFRXQW�RI
WKH�SD\HU¶V�EDQN��7KH�LQWHUEDQN�SD\PHQW�REOLJDWLRQ�ZDV�VHWWOHG�E\�D�ERRN�HQWU\�
:KHQ� WKH� WUDGH� IORZ�ZDV� UHYHUVHG�� WKH� DFFRXQW�ZDV� FUHGLWHG� E\� WKH� DSSURSULDWH
DPRXQW�

$OWHUQDWLYHO\��D�V\VWHP�RI�FUHGLWV�FRXOG�EH�XVHG��%DQNV�DVVRFLDWHG�YLD�WKHLU
FXVWRPHUV
�WUDGH�IORZV�FRXOG�RSHQ�FUHGLW�EDODQFHV�RQ�HDFK�RWKHU��7KH�SD\HH¶V�EDQN
DFFHSWHG�D�GHSRVLW� DW� WKH�SD\HUµV�EDQN�FRUUHVSRQGLQJ� WR� WKH�SD\PHQW��:KHQ� WKH
WUDGH�IORZ�ZDV�UHYHUVHG��WKLV�GHSRVLW�FRXOG�EH�XVHG�WR�VHWWOH�WKH�LQWHUEDQN�SD\PHQW
REOLJDWLRQ��DQG� LI� WKH�DYDLODEOH�GHSRVLW�ZDV�QRW� VXIILFLHQW�� WKH�SD\HH¶V�EDQN�SUR�
YLGHG�D�FUHGLW�E\�ERRNLQJ�D�GHSRVLW�IRU�WKH�SD\HU¶V�EDQN��7KLV�PHFKDQLVP��FDOOHG

QHWWLQJ�E\�QRYDWLRQ
��UHTXLUHG�VHWWOHPHQW�LQ�FRPPRGLW\�PRQH\�RQO\�RFFDVLRQDOO\�

/LTXLGLW\� EHDUV� D� FRVW� QR� PDWWHU� ZKHWKHU� RQH� LV� XVLQJ� ERUURZHG� RU� RZQ
IXQGV��<RX� FDQ� DFKLHYH� D� IXUWKHU� HIILFLHQF\� JDLQ� E\�PLQLPL]LQJ� WKH� DPRXQW� RI
OLTXLGLW\�QHHGHG�IRU�WKH�VPRRWK�IORZ�RI�SD\PHQWV��7R�DFKLHYH�WKLV��EDQNV�GHYHO�
RSHG�PXOWLODWHUDO�FRRSHUDWLYH�DUUDQJHPHQWV��,Q�D�PXOWLODWHUDO�VHWWLQJ��WKH�RIIVHWWLQJ
QDWXUH� RI� SD\PHQWV� EHWZHHQ� EDQNV� FRXOG� EH� EHWWHU� XWLOL]HG�� )RU� WKLV� SXUSRVH�� D
FHQWUDO� FRXQWHUSDUW\� ZDV� QHHGHG�� DJDLQVW� ZKLFK� WKH� PXOWLODWHUDO� QHW� SRVLWLRQ� RI
HDFK�SDUWLFLSDQW�FRXOG�EH�FDOFXODWHG�

)XUWKHUPRUH��EDQNV�LQ�WKH�VDPH�JHRJUDSKLFDO�DUHD�KDG�DQ�HFRQRPLF� LQFHQ�
WLYH� WR� FRQFHQWUDWH� WKHLU� UHVHUYHV�� ZKLFK� ZHUH� QHHGHG� DV� OLTXLGLW\� IRU� SD\PHQW
VHUYLFHV�SURYLGHG�IRU�WKHLU�FXVWRPHUV���7KH�EDQNV�FRXOG�PDQDJH�WKHLU�OLTXLGLW\�LQ

������������������������������������������������
�� ,Q������(GJHZRUWK�QRWHG� WKH�H[LVWHQFH�RI� HFRQRPLHV�RI� VFDOH� LQ�KROGLQJ� UHVHUYHV��6HH�5HGLVK
��������S������
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D�PRUH�HIILFLHQW�ZD\�E\�NHHSLQJ�WKHVH�UHVHUYHV�LQ�RQH�SODFH��,Q�UHVSRQVH�WR�WKHVH
PDUNHW�IRUFHV��XVXDOO\�RQH�EDQN�LQ�HDFK�HFRQRPLF�DUHD�DVVXPHG�WKH�UROH�RI�D�FHQ�
WUDO�FRXQWHUSDUW\��UHVHUYH�EDQN��WR�WKH�RWKHU�EDQNV�

(IILFLHQF\� JDLQV� FRXOG� EH� DWWDLQHG� E\�PHDQV� RI� FRRSHUDWLYH� DUUDQJHPHQWV
DOVR� IRU� FKHFN� FROOHFWLRQ�� ,Q� WKH� QLQHWHHQWK� FHQWXU\� SULYDWH� FOHDULQJKRXVHV
HPHUJHG�LQ�PDQ\�FRXQWULHV�WR�UHSODFH�ELODWHUDO�FKHFN�FROOHFWLRQ�ZLWK�FROOHFWLYH�QHW
VHWWOHPHQW�� 7R� HFRQRPL]H� RQ� VKLSPHQWV� RI� FXUUHQF\� DQG� FRLQ�� FOHDULQJKRXVH
PHPEHUV� VWDUWHG� WR�NHHS� WKH�EXON�RI� WKHLU� UHVHUYHV� LQ� WKH�YDXOWV�RI� WKH� FOHDULQJ�
KRXVH��UHFHLYLQJ�LQ�UHWXUQ�FOHDULQJKRXVH�FHUWLILFDWHV��,QVWHDG�RI�VKLSSLQJ�FXUUHQF\
DQG�FRLQ�WR�VHWWOH��PHPEHU�EDQNV�FRXOG�VLPSO\�SDVV�DURXQG�FOHDULQJKRXVH�FHUWLIL�
FDWHV��7KHVH�FOHDULQJ�KRXVHV�DFWHG�LQ�WKLV�UHVSHFW�DV�UHVHUYH�EDQNV�

$V� D� UHVXOW� RI� SULYDWH� FRRSHUDWLYH� DUUDQJHPHQWV�� FHQWUDOL]HG� LQVWLWXWLRQV
HPHUJHG��ZKLFK�SURYLGHG�UHVHUYH�DFFRXQWV��FOHDULQJ�DQG�VHWWOHPHQW�DQG�� WR�VRPH
H[WHQW��OLTXLGLW\�VHUYLFHV�

,Q�D�ZRUOG�RI�FRPPRGLW\�PRQH\�DQG�D�UHVHUYH�UDWLR�RI�RQH�KXQGUHG�SHU�FHQW�
D�SULYDWHO\�UXQ�FHQWUDOL]HG�V\VWHP�ZRXOG�KDYH�EHHQ�VXIILFLHQW��7KH�VROH�SXUSRVH�RI
FHQWUDOL]DWLRQ�ZDV�WR�VDYH�RQ�VKLSSLQJ�FRVWV�DQG�VR�EHFRPH�PRUH�HIILFLHQW��7KHUH
ZHUH�KRZHYHU�DW�DQ�HDUO\�VWDJH��VWURQJ�LQFHQWLYHV�WR�UHGXFH�WKH�UHVHUYH�UDWLR��LH�WR
KDYH� SDUW� RI� WKH� DVVHWV� LQ� D� IRUP� WKDW�ZDV� OHVV� OLTXLG� EXW� FDSDEOH� RI� JHQHUDWLQJ
HDUQLQJV��7KLV�SURFHVV�ORRVHQHG�WKH�FRQQHFWLRQ�EHWZHHQ�WKH�PRQH\�VWRFN�DQG�LWV
FRPPRGLW\�EDFNLQJ��D�SURFHVV�WKDW�ZHQW�RQ�IRU�VHYHUDO�KXQGUHG�\HDUV��DQG�ILQDOO\�
ZLWK�WKH�EUHDNGRZQ�RI�WKH�%UHWWRQ�:RRG�V\VWHP�LQ�����V��HQGHG�XS�ZLWK�D�SXUH
ILDW�PRQH\��7KH�ODVW�WLH�WR�FRPPRGLW\�PRQH\���WKH�JROG�VWDQGDUG���KDG�EHHQ�EUR�
NHQ�

���� &HQWUDO�EDQNV�DV�VHUYLFH�SURYLGHUV�WR�EDQNV

7KH�WHQGHQFLHV�WR�FHQWUDOL]H�UHVHUYHV�DQG�PLQLPL]H�WKH�UHVHUYH�UDWLR�SURYLGHG�WKH
GULYLQJ�IRUFH�EHKLQG�WKH�HYROXWLRQ�RI�SULYDWH�UHVHUYH�EDQNV�LQWR�SXEOLF�LQVWLWXWLRQV
±�LH�SURSHU�FHQWUDO�EDQNV��7KH�HIILFLHQF\�JDLQV�KDG�WR�EH�FRXQWHUEDODQFHG�E\�DU�
UDQJHPHQWV�IRU�XQGHUSLQLQJ�FRQILGHQFH��)LUVW�� WKH�EDQNV�KDG�WR�EH�FRQILGHQW� WKDW
WKHLU�FODLPV�RQ�WKH�FHQWUDO�FRXQWHUSDUW\�ZHUH�LQ�JRRG�KDQGV�DQG�WKDW�WKH\�ZHUH�QRW
VXEMHFW�WR�D�VROYHQF\�ULVN��6HFRQG��RQO\�D�FHQWUDO�EDQN�ZLWK�WKH�ULJKW�WR�LVVXH�SXE�
OLFO\� JXDUDQWHHG� FODLPV� RQ� LWVHOI� FRXOG� VDWLVI\� D� ZLGHVSUHDG� GHPDQG� WR� FRQYHUW
GHSRVLWV� LQWR�FXUUHQF\��7KH�GHVLUH� WR� UHGXFH� WKH� UHVHUYH� UDWLR� DQG� HFRQRPL]H�RQ
UHVRXUFH�FRVWV�RI�PHWDOOLF�EDFNLQJ�RI�WKH�PRQH\�VXSSO\�OHG�WR�WKH�FHQWUDOL]DWLRQ�RI
UHVHUYHV�DQG�WKH�QHHG�RI�D�OHQGHU�RI�ODVW�UHVRUW�±�D�FHQWUDO�EDQN�

3URSHU�FHQWUDO�EDQNLQJ�GHYHORSHG�RQO\�JUDGXDOO\��,Q�IDFW��PRVW�FHQWUDO�EDQNV
ZHUH� QRW� HVWDEOLVKHG� VSHFLILFDOO\� EHFDXVH� RI� WKH� WDVNV�ZLWK�ZKLFK� WKH\� ODWHU� EH�
FDPH�DVVRFLDWHG��LH�SD\PHQW�ILQDOLW\�DQG�VWDELOLW\�VHUYLFHV��QRW�WR�PHQWLRQ�PRQH�
WDU\�SROLF\��,Q�PRVW�FDVHV�WKH�UHDVRQ�ZDV�PRUH�SURVDLF�DQG�ZDV�UHODWHG�WR�ILQDQFLDO
DGYDQWDJHV�RI� WKH�JRYHUQPHQW�DQG�RU� WKH�QHHG� WR�GHYHORS�RU�XQLI\� WKH�PRQHWDU\
DQG� ILQDQFLDO� V\VWHP�� ,Q�*HUPDQ\�� ,WDO\�DQG�6ZLW]HUODQG�� WKH� HVWDEOLVKPHQW�RI� D
FHQWUDO�EDQN�ZDV�OLQNHG�WR�WKH�SROLWLFDO�XQLILFDWLRQ�RI�WKH�FRXQWU\��(VWDEOLVKPHQW
RI�WKH�)HGHUDO�5HVHUYH�6\VWHP�FDQ�DOVR�EH�VHHQ�DV�SDUW�RI�D�XQLILFDWLRQ�SURFHVV��DV
RQH� IXQFWLRQ� RI� WKH� )HGHUDO� 5HVHUYH� %DQNV�ZDV� WR� FHQWUDOL]H� FKHTXH� FOHDUDQFH�
7KH�SULPDU\�SXUSRVH��KRZHYHU��ZDV� WR� VXSSRUW� ILQDQFLDO� VWDELOLW\��%DQN�VXSHUYL�
VLRQ�ZDV�IURP�WKH�RQVHW�DQ�H[SOLFLW�WDVN�RI�WKH�)HGHUDO�5HVHUYH�6\VWHP�

+RZHYHU�� RQFH� VXFK� JRYHUQPHQW� VSRQVRUHG� EDQNV� KDG� EHHQ� HVWDEOLVKHG�
WKHLU� FHQWUDO� DQG� SULYLOHJHG�SRVLWLRQ�ZLWKLQ� WKH� V\VWHP�� WKHLU� FRPPDQG� RYHU� WKH
EXON�RI�WKH�QDWLRQ¶V�VSHFLH�UHVHUYH��DQG�WKHLU�DELOLW\�WR�SURYLGH�H[WUD�FDVK��LH�QRWHV�



��

E\�UHGLVFRXQWLQJ�FRPPHUFLDO�ELOOV�OHG�WR�WKHLU�EHFRPLQJ�EDQNHUV¶�EDQNV��&KDUOHV
*RRGKDUW�KDV�QRWHG� WKDW� 
LQ�PRVW�FDVHV�RI� WKH�&HQWUDO�%DQNV� IRXQGHG� LQ� WKH���WK

FHQWXU\�WKH�IXOO�UDPLILFDWLRQV�RI�WKHLU�UROH�DV�EDQNHUV¶�EDQN�ZHUH�RQO\�GLPO\�SHU�
FHLYHG�DW�WKH�WLPH�RI�WKHLU�IRXQGLQJ��WKHVH�IXQFWLRQV�GHYHORSHG�QDWXUDOO\�IURP�WKH
FRQWH[W�RI�UHODWLRQVKLSV�ZLWKLQ�WKH�V\VWHP
��

7KHVH�HDUO\�JRYHUQPHQW�VSRQVRUHG�EDQNV��QR�PDWWHU�WKH�VSHFLILF�UHDVRQ�IRU
WKHLU�HVWDEOLVKPHQW��RYHU� WLPH�EHFDPH�WKH�YHKLFOHV� IRU�SURSHU�FHQWUDO�EDQN�IXQF�
WLRQV��WKH�QHHG�IRU�ZKLFK�GHULYHG�IURP�PDUNHW�GHYHORSPHQWV�

7KH�IRXQGLQJ�RI�FHQWUDO�EDQNV�LQ�VHOHFWHG�FRXQWULHV

���� 6YHULJHV�5LNVEDQN $V� D� UHVXOW� RI� DQ� RSHUDWLRQ� WR� UHVFXH� WKH� RQO\� EDQN� LQ� WKH
FRXQWU\

���� %DQN�RI�(QJODQG 7R�VXSSRUW�WKH�FUHGLW�RI�WKH�JRYHUQPHQW�DJDLQVW�WKH�SULYLOHJH
RI�EHLQJ�WKH�VROH�FKDUWHUHG�MRLQW�VWRFN�EDQN

���� %DQTXH�GH�)UDQFH 7R� SURPRWH� WKH� JURZWK� RI� WUDGH� DQG� LQGXVWU\� E\� JUDQWLQJ
FUHGLW�DQG�LVVXLQJ�EDQN�QRWHV

���� %DQN�RI�)LQODQG 7R� EHFRPH� WKH� RQO\� EDQN� LQ� )LQODQG� DIWHU� WKH� FRXQWU\� KDG
EHHQ�VHSDUDWHG�IURP�6ZHGHQ�������

���� $XVWULDQ�1DWLRQDO�%DQN 7R�UHVWRUH�WKH�YDOXH�RI�WKH�QDWLRQDO�FXUUHQF\
���� 5HLFKVEDQN 7R�FHQWUDOL]H�DQG�PDQDJH�PHWDOOLF�UHVHUYHV�DQG�WR�IDFLOLWDWH

DQG�LPSURYH�WKH�SD\PHQW�V\VWHP�DIWHU�WKH�XQLILFDWLRQ�RI�WKH
FRXQWU\�DQG�WKH�PRQH\

���� %DQN�RI�-DSDQ 7R� UHVWRUH� FRQYHUWLELOLW\� RI� QRWHV�� EULQJ� RUGHU� LQ� FXUUHQF\
LVVXDQFH�DQG�WR�IDFLOLWDWH�WKH�FLUFXODWLRQ�RI�FXUUHQF\

���� %DQFD�G¶,WDOLD 7R�XQLI\�QRWH�LVVXDQFH�DQG�PRQHWDU\�FRQGLWLRQV
���� 6ZLVV�1DWLRQDO�%DQN 7R�XQLI\�WKH�QDWLRQ¶V�PRQHWDU\�V\VWHP
���� )HGHUDO�5HVHUYH�6\VWHP 7R�VXSSRUW�ILQDQFLDO�VWDELOLW\�DQG�WR�PDNH�WKH�FROOHFWLRQ�DQG

FOHDUDQFH�RI�FKHFNV�PRUH�HIILFLHQW

7KH�HPHUJHQFH�RI�FHQWUDO�EDQNV�WRRN�GLIIHUHQW�SDWKV�LQ�GLIIHUHQW�FRXQWULHV��EXW�WKH
XQGHUO\LQJ�IRUFHV�ZHUH�WKH�VDPH��:KDW�,�ZDQW�WR�HPSKDVL]H�LQ�WKLV�FRQWH[W�LV�WKDW
FHQWUDO�EDQNV�GHYHORSHG�DV�D�UHVXOW�RI�PDUNHW�IRUFHV�DQG�JRYHUQPHQW�LQWHUYHQWLRQ
DLPHG�DW�PDNLQJ�WKH�SD\PHQW�V\VWHP�HIILFLHQW�DQG�UREXVW��3ULYDWH� LQLWLDWLYHV�FDQ
JR�D�ORQJ�ZD\�LQ�PDNLQJ�V\VWHPV�HIILFLHQW�DQG�VDIH��EXW�VXIILFLHQW�FRQILGHQFH�LQ
WKH� V\VWHP� FDQ� EH� DWWDLQHG� RQO\� LQ� FROODERUDWLRQ� ZLWK� WKH� VRYHUHLJQ�� )URP� WKH
YLHZSRLQW� RI� SD\PHQW� V\VWHPV�� WKH� GHSRVLW� EDQNV� DQG� WKH� FHQWUDO� EDQN�ZHUH� WR
FRQVWLWXWH� DQ� LQWHJUDWHG�ZKROH��ZKLFK�ZDV� WKH� EDVLF� LQIUDVWUXFWXUH� IRU� SD\PHQWV
LQWHUPHGLDWLRQ�

%HVLGHV�WKH�VXSSO\�RI�VHWWOHPHQW�VHUYLFHV�LQ�ILQDO�PRQH\�DQG�UHVHUYH�DFFRXQW
IDFLOLWLHV�� LQWUDGD\� OLTXLGLW\�DQG�57*6�VHUYLFHV�DUH�QRZDGD\V� LPSRUWDQW� VHUYLFHV
WKDW�FHQWUDO�EDQNV�JHQHUDOO\�SURYLGH�WR�EDQNV�

%DQNV�QHHG�OLTXLGLW\�DOVR�IRU� UHDVRQV�RWKHU� WKDQ� WKRVH�UHODWHG� WR�XQIDYRXU�
DEOH�UHDFWLRQV�E\�GHSRVLWRUV�DQG�RWKHU�FUHGLWRUV��%DQNV�PXVW�KDYH�UHFRXUVH�WR�OLT�
XLG� IXQGV� WR� EULGJH� WKH� WLPLQJ� RI� RXWJRLQJ� DQG� LQFRPLQJ� SD\PHQWV�� (VSHFLDOO\
SD\PHQWV� UHODWHG� WR� VHFXULWLHV� WUDGH� WUDQVDFWLRQV� UHTXLUH� JRRG� OLTXLGLW\�� ERWK� LQ
WHUPV� RI� DPRXQW� DQG� LPPHGLDWH� DYDLODELOLW\�� 7KHUH� DUH� EDVLFDOO\� WKUHH� ZD\V� WR
UHVSRQG�WR�WKHVH�OLTXLGLW\�QHHGV��7KH�EDQNV�FDQ�KDYH�OLTXLG�DVVHWV�RI�WKHLU�RZQ�RU
WKH\�KDYH�UHFRXUVH�WR�ERUURZHG�IXQGV�SURYLGHG�E\�HLWKHU�WKH�PDUNHW�RU�WKH�FHQWUDO

������������������������������������������������
�6HH�*RRGKDUW��������
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EDQN��1RUPDOO\�DOO�WKUHH�DUH�XVHG��DOWKRXJK�WKHUH�LV�JURZLQJ�HPSKDVLV�RQ�WKH�FHQ�
WUDO�EDQN�DV�D�VRXUFH�RI�WKH�OLTXLGLW\�WKDW�LV�QHHGHG�IRU�VPRRWK�SD\PHQW�IORZV�

%DQNV� WKDW� QHW� WKHLU�PXWXDO� SD\PHQWV� SURYLGH� OLTXLGLW\� WR� RQH� DQRWKHU� E\
LPSOLFLWO\� DFFHSWLQJ� FODLPV�RQ� HDFK� RWKHU��7KHVH� FODLPV� YDU\� GXULQJ� WKH� QHWWLQJ
SHULRG�DQG�DUH�VHWWOHG�RQO\�DW�GLVFUHWH�LQWHUYDOV�DW�WKH�HQG�RI�HDFK�SHULRG��XVXDOO\
DW� WKH� HQG�RI� WKH�GD\�� ,Q� D�PXOWLODWHUDO� DUUDQJHPHQW�ZLWK� D� FOHDULQJKRXVH� DV� WKH
FHQWUDO� XQLW�� WKH� QHWWLQJ� SURFHVV� SURGXFHV� FRQWLQXRXVO\� XSGDWHG� FUHGLW� DQG� GHELW
SRVLWLRQV�YV�WKH�FOHDULQJKRXVH�

$�FODLP�UHVXOWLQJ�IURP�WKH�QHWWLQJ�SURFHVV�JHQHUDWHV�DQ�LQWHUEDQN�FUHGLW�ULVN
LI�FXVWRPHUV¶�DFFRXQWV�DUH�FUHGLWHG�EHIRUH�FRUUHVSRQGLQJ�SD\PHQW�FRYHU�LV�WUDQV�
IHUUHG� EHWZHHQ�EDQNV��$V� D� UHVXOW� RI� WHFKQLFDO� GHYHORSPHQWV� DQG� DXWRPDWLRQ� RI
SD\PHQW� WUDQVIHUV� LQ� WKH� SRVW�ZDU� SHULRG�� EDQNV� EHJDQ� WR� SURFHVV� SD\PHQW� LQ�
VWUXFWLRQV� VHSDUDWHO\� IURP� WKH� FOHDULQJ� DQG� VHWWOHPHQW�SURFHVV�� ,Q� WKH� FRQWH[W� RI
FRPSHWLWLRQ�LQ�SURYLGLQJ�VHUYLFHV�WR�FXVWRPHUV��WKLV�PHDQW�WKDW� WKH�VR�FDOOHG�VHW�
WOHPHQW� ULVN� DVVRFLDWHG� ZLWK� QHWWLQJ� FRXOG� EH� VXEVWDQWLDO�� EHWZHHQ� SDUWLFLSDWLQJ
EDQNV�LQ�ELODWHUDO�QHWWLQJ�DQG�EHWZHHQ�EDQNV�DQG�WKH�FOHDULQJKRXVH�LQ�PXOWLODWHUDO
QHWWLQJ�

%DQNV�KDYH�QRW�DOZD\V�SDLG�PXFK�DWWHQWLRQ�WR�WKHVH�ULVN�SRVLWLRQV��7KHUH�DUH
VHYHUDO�UHDVRQV�IRU�WKLV��'HELW�FUHGLW�SRVLWLRQV�HPHUJH�DXWRPDWLFDOO\�DV�D�UHVXOW�RI
SD\PHQW� IORZV�� 7KHVH� LQWUDGD\� SRVLWLRQV� KDYH� QRW� DOZD\V� EHHQ� FRQVFLRXVO\
YLHZHG�DV�GHELW�DQG�FUHGLW�SRVLWLRQV��5DWKHU��DWWHQWLRQ�ZDV�DOPRVW�VROHO\�IRFXVHG
RQ�HQG�RI�GD\�QHW�EDODQFHV��2QH�VKRXOG�DOVR�QRWH�WKDW�\HW�LQ�WKH�����V�DQG�����V
SD\PHQW�UHODWHG� ULVN� H[SRVXUHV�ZHUH� RQ� WKH�ZKROH� VPDOOHU� WKDQ� WKH\� DUH� WRGD\�
3D\PHQW�IORZV��HVSHFLDOO\�FURVV�ERUGHU�IORZV��ZHUH�PXFK�VPDOOHU�DQG�EDQNV�RSHU�
DWHG�LQ�D�PRUH�VKHOWHUHG�HQYLURQPHQW��ZLWK�FDUWHOV�DQG�UHODWLYHO\�VWULFW�VHJPHQWD�
WLRQ�EHWZHHQ�JHRJUDSKLF�DQG�IXQFWLRQDO�DUHDV��$V�D�UHVXOW�RI�UHFHQW�WUHQGV�WRZDUG
HFRQRPLF� OLEHUDOLVP�� EDQNV� KDYH� HQFRXQWHUHG� WLJKWHU� FRPSHWLWLRQ� DQG� D� ZLGHU
UDQJH�RI� FRPSHWLWRUV��7RGD\�QRW� DOO� FRXQWHUSDUWLHV�KDYH�QHFHVVDULO\�NQRZQ�HDFK
RWKHU�IRU�GHFDGHV��DQG�WKH�ZD\�RI�GRLQJ�EXVLQHVV�KDV�EHFRPH�PRUH�FRPEDWLYH��$V
D�UHVXOW��SD\PHQW�UHODWHG�ULVN�H[SRVXUHV�FDPH�LQWR�IRFXV�VRPH���������\HDUV�DJR�

'XULQJ�WKH�FRXUVH�RI�WKH�����V�UDSLG�WHFKQRORJLFDO�FKDQJH�DQG�GHUHJXODWLRQ�
ZKLFK�ZDV�PDQLIHVWHG�LQ�D�UHPDUNDEOH�LQFUHDVH�LQ�FRPPHUFLDO�DQG�ILQDQFLDO�LQWH�
JUDWLRQ�RI�WKH�ZRUOG�HFRQRP\��FRQWULEXWHG�WR�DQ�H[SORVLRQ�LQ�QXPEHUV�DQG�YDOXHV
RI� SD\PHQWV�� ERWK� ZLWKLQ� DQG� DFURVV� QDWLRQDO� ERUGHUV�� 7KH�PDQLIROG� JURZWK� LQ
SD\PHQW� IORZV�DW�D� WLPH�ZKHQ� WKH�ILQDQFLDO�VHFWRU�KDG�EHFRPH�PRUH� IUDJLOH� LP�
SOLHG�JUHDWHU�ULVNV�UHODWHG�WR�SD\PHQWV��0RUHRYHU��FURVV�ERUGHU�SD\PHQW�DUUDQJH�
PHQWV� ODFN� WKH� KRPRJHQHLW\� RI� QDWLRQDO� V\VWHPV�ZLWK� UHJDUG� WR� WKH� MXULVGLFWLRQ�
WHFKQRORJ\��FXUUHQF\�DQG�VLQJOHQHVV�RI�WKH�UHOHYDQW�FHQWUDO�EDQN�

7KHUH�DUH�QR�VWDWLVWLFV�WKDW�ZRXOG�VKRZ�LQ�D�FRKHUHQW�DQG�VWDQGDUGL]HG�PDQ�
QHU� KRZ� SD\PHQW� IORZV� KDYH� GHYHORSHG� RYHU� WLPH�� 9DULRXV� LQGLFDWRUV� VXJJHVW
JURZWK� UDWHV� WKDW� DUH� DW� OHDVW� WZR� RU� WKUHH� WLPHV� WKDW� RI�*'3�� )RU� LQVWDQFH�� EH�
WZHHQ������DQG������WKH�DYHUDJH�DQQXDO�JURZWK�UDWH�IRU�6:,)7�PHVVDJH�WUDIILF
ZDV�����SHU�PHPEHU�EDQN�DQG�WZLFH�WKDW�LQ�WRWDO��,Q�YDOXH�WHUPV��WKH�JURZWK�UDWHV
ZHUH�PXFK�KLJKHU�

7KH�YDOXH�RI�SD\PHQWV�LV�D�PXOWLSOH�±�LQ�VRPH�FRXQWULHV�D�YHU\�ODUJH�PXOWL�
SOH� ±� RI� *13�� 7KH� UDWLRV� RI� DQQXDO� YDOXH� RI� WUDQVIHUUHG� IXQGV� WR� *13� DQG� WR
SRSXODWLRQ�URVH�SDUWLFXODUO\�VKDUSO\�LQ�WKH�����V�
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7DEOH��� 5DWLR�RI�DQQXDO�YDOXH�RI�WUDQVIHUUHG�IXQGV�WR�*13�
VHOHFWHG�FRXQWULHV
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6RXUFHV��%,6��(&%��)LQQLVK�%DQNHUV¶�$VVRFLDWLRQ��%DQN�RI�)LQODQG

7DEOH��� $QQXDO�SD\PHQW�WUDQVDFWLRQV�SHU�FDSLWD��86'������
VHOHFWHG�FRXQWULHV
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6RXUFHV��%,6��(&%��)LQQLVK�%DQNHUV¶�$VVRFLDWLRQ��%DQN�RI�)LQODQG

,Q�WKLV�VLWXDWLRQ�WKH�(XURSHDQ�FHQWUDO�EDQNV�GHILQHG�D�QXPEHU�RI�PHDVXUHV�IRU�LQ�
FUHDVLQJ� WKH� VWDELOLW\� RI� SD\PHQW� V\VWHPV��� 2QH� RI� WKHVH�ZDV� WR� VWDUW� SURYLGLQJ
57*6�VHUYLFHV�WR�EDQNV�ZLWK�WKH�DLP�RI�PD[LPL]LQJ�WKH�V\VWHPV
�VKDUH�RI�ODUJH�
YDOXH�SD\PHQWV���/LTXLGLW\�QHHGV�LQ�D�JURVV�VHWWOHPHQW�V\VWHP�DUH�KRZHYHU�PRUH
H[SOLFLW��7R�DYRLG�JULGORFN�VLWXDWLRQV��WKH�FHQWUDO�EDQNV�DVVXPHG�UHVSRQVLELOLW\�RI
SURYLGLQJ� LQWUDGD\� OLTXLGLW\� WR� WKH� EDQNV� DJDLQVW� DGHTXDWH� FROODWHUDO�� ,Q� RWKHU
ZRUGV�� WKH�FHQWUDO�EDQNV�GHFLGHG� WR�SURYLGH�D�PHFKDQLVP�E\�ZKLFK�EDQNV�FRXOG
WUDQVIRUP�LOOLTXLG�DVVHWV�LQWR�OLTXLG�RQHV��ZKLFK�FRXOG�WKHQ�EH�XVHG�WR�FRYHU�SD\�
PHQW�REOLJDWLRQV�RQ�D�UHDO�WLPH�EDVLV�

7KH� SULQFLSDO� UHDVRQ� IRU� GHYHORSLQJ� 57*6� VHUYLFHV� ZDV� FOHDUO\� VWDELOLW\�
%XW�WKH�FHQWUDO�EDQNV�DOVR�ZDQWHG�WR�HQKDQFH�HIILFLHQF\�E\�SURYLGLQJ�ILQDO�LQWUD�
GD\� VHWWOHPHQW� DQG� SXEOLF� LQWUDGD\� FUHGLW� OLQHV�� ,Q� SULYDWH� QHWWLQJ� V\VWHPV� ZLWK
GHFHQWUDOL]HG�ULVN�FRQWUROV��SDUWLFLSDWLRQ�FULWHULD�DQG�ELODWHUDO�OLQHV�RI�FUHGLW�FDQ�EH
XVHG�LQ�D�GLVFULPLQDWRU\�ZD\��$�SXEOLF�57*6�V\VWHP�FDQ�EH�YLHZHG�DV�D�VZLIW�DQG

GHPRFUDWLF
�DOWHUQDWLYH�WR�SULYDWH�DUUDQJHPHQWV��&XVWRPHUV�QRW�RQO\�GHPDQG�PRUH
SD\PHQW�VHUYLFHV�EXW� WKH\�DOVR�ZDQW� WKRVH�VHUYLFHV�SURYLGHG�PRUH� H[SHGLWLRXVO\
WKDQ�EHIRUH�

������������������������������������������������
��7KH�GRFXPHQW�
0LQLPXP�&RPPRQ�)HDWXUHV�IRU�'RPHVWLF�3D\PHQW�6\VWHPV
��DSSURYHG�LQ�����
E\�WKH�&RPPLWWHH�RI�(&�&HQWUDO�%DQN�*RYHUQRUV�
��2WKHU�PHDVXUHV�ZHUH� WKH�UHJXODWLRQ�RI�DFFHVV�DQG� WKH�FRPSOLDQFH�RI� ODUJH�YDOXH�QHW�VHWWOHPHQW
V\VWHPV�ZLWK�PLQLPXP�VWDQGDUGV�VHW�RXW�LQ�WKH�/DPIDOXVV\�UHSRUW



��

���� &RQFOXVLRQ

%DQNLQJ� EXVLQHVV� LV� FRQWLQXRXVO\� HYROYLQJ�� 7KLV� KROGV� IRU� RUJDQL]DWLRQDO� VWUXF�
WXUHV� RI� EDQNLQJ� ILUPV�� LQVWUXPHQWV� XVHG�� WHFKQLFDO� VROXWLRQV�� VHUYLFHV� SURYLGHG�
DQG�EXVLQHVV�DUHDV�LQ�ZKLFK�EDQNV�SDUWLFLSDWH��,Q�WKH���WK�FHQWXU\�WKHUH�ZHUH�EDQNV
UXQQLQJ�HJ� UHDO�HVWDWH� ILUPV�DQG�HYHQ� WUDYHO� DJHQFLHV��7KH�EDVLF� IXQFWLRQV�KDYH�
KRZHYHU��UHPDLQHG�HVVHQWLDOO\�XQFKDQJHG�RYHU�WKH�FHQWXULHV��$QG��UHIOHFWLQJ�WKLV
IDFW��WKH�UROH�RI�EDQNV�KDV�DOZD\V�EHHQ�YLWDO�IRU�WKH�UHVW�RI�WKH�HFRQRP\��HYHQ�DIWHU
VWRFN�H[FKDQJHV��LQVXUDQFH�FRPSDQLHV�DQG�LQYHVWPHQW�IXQGV�KDG�DWWDLQHG�VWDWXV�DV
VLJQLILFDQW�ILQDQFLDO�LQVWLWXWLRQV�

:LWK� FHQWUDO� EDQNV�� WKH� VLWXDWLRQ� LV� GLIIHUHQW��&HQWUDO� EDQN� IXQFWLRQV� KDYH
HYROYHG�JUDGXDOO\� DQG� WKH\�KDYH�XQGHUJRQH� IXQGDPHQWDO�FKDQJHV�RYHU� WLPH� WKDW
UHIOHFW� WKH� LQWHUSOD\�EHWZHHQ�PDUNHW� IRUFHV� DQG�SXEOLF�SROLF\��7KH�SXEOLF�SROLF\
IXQFWLRQV� KDYH� UDQJHG� IURP� SURYLGLQJ� ILQDQFLDO� VXSSRUW� WR� WKH� JRYHUQPHQW� WR
VDIHJXDUGLQJ�SULFH�VWDELOLW\��,Q�DGGLWLRQ��WKH�KLVWRU\�RI�PRVW�FHQWUDO�EDQNV�LQFOXGHV
SKDVHV�LQ�ZKLFK�WKH�EDQN�ZDV�H[SHFWHG�WR�GHYHORS�RU�XQLI\�PRQHWDU\�FRQGLWLRQV�LQ
WKH�FRXQWU\��RU�WR�KDYH�D�VLJQLILFDQW�UROH�LQ�RYHUDOO�HFRQRPLF�SROLF\��0RVW�FHQWUDO
EDQNV�ZHUH�LQLWLDOO\�KLJKO\�DFWLYH�DOVR�LQ�FRPPHUFLDO�EDQNLQJ��,Q�IDFW��UHPQDQWV�RI
WKLV�SKDVH�DUH�VWLOO�SUHVHQW�LQ�D�IHZ�FHQWUDO�EDQNV�

,W�LV��KRZHYHU��LQWHUHVWLQJ�WR�QRWH�WKDW�FHQWUDO�EDQN�IXQFWLRQV��RYHU�WKH�\HDUV�
KDYH�QRW�RQO\� WHQGHG� WRZDUG�FRQVLGHUDEOH�KDUPRQL]DWLRQ�RQ� WKH�JOREDO�VFDOH�EXW
KDYH�DOVR�FRQYHUJHG�RQ�WKRVH�IXQFWLRQV�WKDW�FDQ�EH�GHULYHG�IURP�PDUNHW�GHYHORS�
PHQWV�RQ� WKH�EDVLV�RI� HFRQRPLF� WKHRU\�� ,Q� WKH� ODVW� WZR�RU� WKUHH� GHFDGHV� FHQWUDO
EDQNV� KDYH� 
FOHDUHG� WKH� WDEOH
� DQG� VWUHDPOLQHG� WKRVH� IXQFWLRQV� ZKLFK� WHFKQLFDO
GHYHORSPHQWV� DQG�PDUNHW� IRUFHV� SRVWXODWH� DQG� HFRQRPLF� WKHRU\� DVFULEHV� WR� WKH
FHQWUDO�EDQNV�DV�WKHLU�FRUH�IXQFWLRQV��HJ�WKH�SURPRWLRQ�RI�PRQHWDU\�DQG�ILQDQFLDO
VWDELOLW\��$V� D� UXOH�� WUHDVXU\� IXQFWLRQV� KDYH� EHHQ� VHSDUDWHG� IURP� FHQWUDO� EDQNV�
:LWKLQ�WKH�DUHD�RI�ILQDQFLDO�VWDELOLW\��ODUJH�YDOXH�SD\PHQW�V\VWHPV�KDYH�DVVXPHG
D�SURPLQHQW�UROH�



��

�� 2YHUVLJKW��DQ�LQWHJUDO�SDUW�RI
FHQWUDO�EDQNLQJ

7KH�HYROXWLRQ�IURP�D�SXUH�FRPPRGLW\�PRQH\�V\VWHP�WR�D�SXUH�ILDW�PRQH\�V\VWHP
WRRN�VHYHUDO�KXQGUHG� \HDUV��6WHS�E\� VWHS�� WKH� FRPPRGLW\�EDFNLQJ�RI�PRQH\�EH�
FDPH� HYHU�PRUH� LQGLUHFW� DQG� UHPRWH� XQWLO� WRGD\
V� LQFRQYHUWLEOH� DQG� LQWULQVLFDOO\
XVHOHVV� SDSHU� PRQH\� HPHUJHG�� 7KLV� JUDGXDO� SURFHVV� RI� 
GHPDWHULDOL]DWLRQ
� RI
PRQH\�ZDV�WKH�GULYLQJ�IRUFH�QRW�RQO\�EHKLQG�FHQWUDO�EDQNV
�PRQHWDU\�SROLF\�RS�
HUDWLRQV�EXW�DOVR�LQ�UHVSHFW�RI�WKHLU�SD\PHQWV�DQG�UHJXODWRU\�VXSHUYLVRU\�DFWLYLWLHV�
,Q�IDFW��LQ�DQ�DEVWUDFW�VHQVH�WKH�ILDW�PRQH\�V\VWHP�LV�WKH�FRPPRQ�GHQRPLQDWRU�IRU
FHQWUDO� EDQN� RSHUDWLRQV� LQ� WKH� DUHDV� RI� SD\PHQW� V\VWHPV��PRQHWDU\� SROLF\�� DQG
PDFUR�SUXGHQWLDO� VXSHUYLVLRQ�� 7KLV� GRHV� QRW� PHDQ� WKDW� WKH� PDQGDWHV� WR� SXUVXH
WKHVH�DFWLYLWLHV�DUH�DOO�HTXDOO\�FOHDU�DQG�XQDPELJXRXV�

���� )LQDQFLDO�VWDELOLW\

&RQILGHQFH�LQ�PRQH\�DV�D�PHGLXP�RI�H[FKDQJH�DQG�XQLW�RI�DFFRXQW�JUDGXDOO\�EH�
FDPH�D�SROLF\�PDWWHU��$V�WKH�OLQN�WR�D�FRPPRGLW\�ZLWK�DQ�LQWULQVLF�YDOXH�EHFDPH
ZHDNHU� DQG�ZHDNHU�� LW� EHFDPH� LQFUHDVLQJO\� LPSRUWDQW� WR� XQGHUSLQ� FRQILGHQFH� LQ
PRQH\� YLD� OHJLVODWLRQ�� UHJXODWLRQ� DQG� VXSHUYLVLRQ�� $� WZR�WLHU� V\VWHP� JUDGXDOO\
HPHUJHG��FRPSULVHG�RI�FHQWUDO�EDQN�PRQH\�DQG�GHSRVLW�EDQN�PRQH\�

&RQILGHQFH� LQ� FHQWUDO� EDQN�PRQH\�ZDV� DFKLHYHG�E\� VWLSXODWLQJ� LQ� WKH� ODZ
WKDW� WKH� FHQWUDO� EDQN�RSHUDWHV� XQGHU� WKH� JXDUDQWHH� RI� WKH� 6WDWH�� 3D\PHQWV�PDGH
ZLWK�FHQWUDO�EDQN�PRQH\�ZHUH�XQFRQGLWLRQDO�DQG� LUUHYRFDEOH�� LH� WKH\�ZHUH� ILQDO�
1RWHV� DQG� FRLQV� LVVXHG� E\� WKH� FHQWUDO� EDQN�ZHUH�PDGH� DYDLODEOH� WR� WKH� JHQHUDO
SXEOLF� IRU� WKHLU�SD\PHQW�QHHGV��DQG�GHSRVLW� FODLPV�RQ� WKH�FHQWUDO�EDQN�FRXOG�EH
XVHG�E\�WKH�EDQNV�WR�VHWWOH� WKHLU� LQWHUEDQN�FODLPV��7R�VHFXUH�JHQHUDO�DFFHSWDQFH�
QRWHV�DQG�FRLQV�ZHUH�PDGH�OHJDO�WHQGHU�

,Q� IDFW�� WKH� FRQFHSW� RI� OHJDO� WHQGHU�ZDV� DGRSWHG� ORQJ�EHIRUH� SDSHU�PRQH\
EHFDPH�D�FRPPRQ�SD\PHQW�LQVWUXPHQW��$OUHDG\�LQ�WKH�0LGGOH�$JHV��FRLQV�LQ�SUH�
FLRXV� PHWDOV� ZHUH� SURFODLPHG� WR� EH� OHJDO� WHQGHU� E\� WKH� PRQHWDU\� DXWKRULWLHV�
0DNLQJ�FRLQV�OHJDO�WHQGHU�ZHQW�EH\RQG�WKH�QHHG�WR�KDYH�DQ�DJHQW��RIWHQ�WKH�VRY�
HUHLJQ��YHULI\�WKH�ILQHQHVV�DQG�ZHLJKW�RI�D�OXPS�RI�JROG�DQG�VWDPS�LW��7\SLFDOO\�
JROG�DQG�VLOYHU�FRLQV�ZHUH�PDGH�OHJDO�WHQGHU�DW�VSHFLILF�YDOXHV�H[SUHVVHG�LQ�WHUPV
RI�WKH�XQLW�RI�DFFRXQW��7KH�PRQHWDU\�DXWKRULW\�JXDUDQWHHG�WKDW� WKLV�PRQH\�FRXOG
EH�XVHG� LQ�GRPHVWLF� WUDQVDFWLRQV�DQG� WKDW� LWV�QRPLQDO�YDOXH�ZRXOG� UHPDLQ� IL[HG�
7KH�SD\HH�FRXOG�UHVW�DVVXUHG�WKDW�KH�ZRXOG�EH�DEOH�WR�VHWWOH�KLV�RZQ�GHEWV�ZLWK�WKH
PRQH\�KH�UHFHLYHG�LQ�D�WUDQVDFWLRQ�

$�FORVHU�H[DPLQDWLRQ�RI�KRZ�WKH�FRPPRGLW\�PRQH\�V\VWHP�ZRUNHG�LQ�SUDF�
WLFH�KRZHYHU�VXJJHVWV�WKDW�LWV�OLQNDJH�WR�QDWXUH�ZDV�QRW�FRPSOHWHO\�ULJLG��7KH�VRY�
HUHLJQ� FRXOG� EHQHILW� IURP�GHEDVLQJ� WKH� FXUUHQF\� LQ� WHUPV�RI� JROG� FRQWHQW�ZKLOH
PDLQWDLQLQJ�WKH�QRPLQDO�YDOXH�RI�WKH�FRLQV�� LH� WKHLU�YDOXH�LQ�WHUPV�RI�WKH�XQLW�RI
DFFRXQW��7KH�FRQFHSW�RI�OHJDO�WHQGHU�DOUHDG\�LQ�WKH�HUD�RI�FRPPRGLW\�PRQH\�FRQ�
WDLQHG� DQ� HOHPHQW� RI� SXUH� JXDUDQWHH� E\� WKH�PRQHWDU\� DXWKRULW\� XQUHODWHG� WR� WKH
VXEVWDQFH�YDOXH�RI�WKH�PRQH\�

+RZHYHU��WKH�PDMRU�SDUW�RI�WKH�VWRFN�RI�PRQH\�FRQVLVWV�RI�OLDELOLWLHV�RI�GH�
SRVLW�EDQNV�UDWKHU�WKDQ�WKH�FHQWUDO�EDQN��,Q�D�PRGHUQ�HFRQRP\�WKDW�LV�ZKROO\�GH�
SHQGHQW�RQ�PRQH\�DV�D�PHGLXP�RI�H[FKDQJH��LW�LV�LPSRUWDQW�WKDW�HFRQRPLF�DJHQWV
FDQ� DOVR� IXOO\� WUXVW� LQ� WKH� GHSRVLW� PRQH\� SURYLGHG� E\� EDQNV�� (FRQRPLF� DJHQWV



��

VKRXOG� QRW� KDYH� WR� GHYRWH� UHVRXUFHV� WR� LQYHVWLJDWH� WKH� VRXQGQHVV� RI� WKH� GHSRVLW
PRQH\�RI� GLIIHUHQW� EDQNV��+RPRJHQHLW\� DQG� FRQILGHQFH� LQ� GHSRVLW� EDQN�PRQH\
DUH�DFKLHYHG�E\�FRQYHUWLELOLW\� DW�D� IL[HG��RQH�WR�RQH��H[FKDQJH� UDWH�EHWZHHQ�GH�
SRVLW� EDQN�PRQH\�DQG� FHQWUDO�EDQN�PRQH\��%XW� WKHUH� LV�QR� DXWRPDWLF� JXDUDQWHH
WKDW� WKLV� LV� WKH�FDVH��&RQYHUWLELOLW\� UHVWV�RQ�FRQILGHQFH�JDLQHG� LQ� WKH�PDUNHW�DQG
VXSSRUWHG� E\� UHJXODWLRQ� DQG� VXSHUYLVLRQ�� 7KH� SD\HH�PXVW� EH� FRQILGHQW� WKDW� WKH
EDQNV� UHPDLQ� VXIILFLHQWO\� OLTXLG�� VROYHQW� DQG� DEOH� WR� UHVSRQG� LPPHGLDWHO\� WR� DQ
RUGHU�WR�FRQYHUW�GHSRVLWV�LQWR�FDVK��7KLV�FRQILGHQFH�LQGXFHV�JHQHUDO�DFFHSWDQFH�RI
EDQN�PRQH\��/DFN�RI�FRQYHUWLELOLW\�EHWZHHQ�GHSRVLW�EDQN�DQG�FHQWUDO�EDQN�PRQH\
ZRXOG�UDLVH�SD\PHQW�WUDQVDFWLRQ�FRVWV�

9LHZLQJ�GHSRVLW�PDNLQJ�DV�OHQGLQJ�KLJKOLJKWV�WKH�QHHG�WR�VXEMHFW�EDQNV�WR
PRQLWRULQJ� DQG� UHJXODWLRQ�� 6HHQ� LQ� WKLV� OLJKW�� WKH� GHSRVLWRU�PDNHV� D� ORDQ� WR� WKH
EDQN��7KH�UHFHLSW� IRU� WKH� ORDQ�� LH� WKH�GHSRVLW�FHUWLILFDWH��HQWLWOHV� LWV�KROGHU� WR� UH�
FODLP� WKH�PRQH\� RQ� GHPDQG�� 7KXV� OHQGLQJ�PXVW� EH� DFFRPSDQLHG� E\� UXOHV� DQG
UHVWULFWLRQV�WR�SURWHFW�WKH�OHQGHU�GHSRVLWRU�DJDLQVW�WKH�ULVN�WKDW�WKH�ERUURZHU�EDQN
ZLOO� QRW� UHSD\� WKH� ORDQ�� :LWK� D� ODUJH� QXPEHU� RI� VPDOO� GHSRVLWRUV�� WKLV� UHJXOD�
WRU\�VXSHUYLVRU\�IXQFWLRQ�FDQ�EH�H[HFXWHG�PRUH�HIILFLHQWO\�DQG�HFRQRPLFDOO\�RQ�D
FROOHFWLYH�EDVLV��E\�WKH�DXWKRULWLHV��,Q�RWKHU�ZRUGV��WKH�SXEOLF�DXWKRULWLHV�SHUIRUP�D
VHUYLFH�WKDW�LW�ZRXOG�EH�WRR�GLIILFXOW�RU�WRR�FRVWO\�IRU�LQGLYLGXDO�GHSRVLWRUV�WR�SHU�
IRUP�IRU�WKHPVHOYHV�

'XULQJ�WKH���WK�FHQWXU\��EDQNLQJ�H[SDQGHG�DQG�GHYHORSHG�LQ�PDQ\�FRXQWULHV
XQGHU�FRQGLWLRQV�DSSURDFKLQJ�ODLVVH]�IDLUH��FKDUDFWHUL]HG�E\�D�UHODWLYHO\�IUHH�RSHU�
DWLQJ�HQYLURQPHQW�IRU�EDQNV��PXOWLSOH�QRWH�LVVXHUV��DQG�WKH�DEVHQFH�RI�D�JRYHUQ�
PHQW�VSRQVRUHG�
OHQGHU�RI�ODVW�UHVRUW
��%DQN�IDLOXUHV�RFFXUUHG�QRW�RQO\�LQ�UHVSRQVH
WR�HFRQRPLF�VKRFNV�DQG�UHFHVVLRQ�EXW�DOVR�IRU�EDQN�VSHFLILF�UHDVRQV��

7KH�SURFHVV�RI�JUDGXDO�GHPDWHULDOL]DWLRQ�RI�PRQH\��ZKLFK�ZDV�GULYHQ�E\�HI�
ILFLHQF\� JDLQV�� FUHDWHG� WKH� QHHG� IRU� UHJXODWLRQ�� VXSHUYLVLRQ�� DQG� VDIHW\� QHW� DU�
UDQJHPHQWV�DLPHG�DW�SURPRWLQJ�FRQILGHQFH�LQ�WKH�GHSRVLW�EDQNLQJ�V\VWHP��%XW�LV
LW�XQDPELJXRXVO\�FOHDU�WKDW�SUHFLVHO\�WKH�FHQWUDO�EDQN�VKRXOG�EH�WKH�SXEOLF�DJHQF\
GHHSO\�LQYROYHG�LQ�UHJXODWLQJ�DQG�VXSHUYLVLQJ�WKH�SD\PHQW�V\VWHP�LQ�RUGHU�WR�VH�
FXUH�ILQDQFLDO�VWDELOLW\"

$ORQJ�ZLWK�WKH�JURZLQJ�GRPLQDQFH�RI�IUHH�PDUNHW�SKLORVRSK\��DFDGHPLD�KDV
VLQFH�WKH�����V�H[SHULHQFHG�D�UHVXUJHQFH�RI�LQWHUHVW�LQ�IUHH�EDQNLQJ��'LVFXVVLRQV
RI�WKH�WRSLF�KDYH�GHDOW�ZLWK�WKH�PRQRSRO\�RI�PRQH\�LVVXDQFH�DQG�WKH�IUDJLOLW\�RI
EDQNV��6RPH�SURSRQHQWV�RI�IUHH�EDQNLQJ�DUJXH�WKDW�WKH�KLVWRULFDO�UHFRUG�SURYLGHV
OLWWOH�VXSSRUW� IRU� WKH�FODLP�WKDW� IUHH�FRPSHWLWLRQ� WHQGV� WR�GHVWDELOL]H� WKH�EDQNLQJ
V\VWHP���� �7KLV�YLHZ�LV�EDVHG�RQ�WKH�LGHD�WKDW�ZKHQ�DOO�DFWRUV�� LQFOXGLQJ�GHSRVL�
WRUV��FRXQWHUSDUWLHV��PDQDJHUV�DQG�VKDUHKROGHUV�RI�EDQNV��UHDOL]H�WKDW�WKH\�DUH�
RQ
WKHLU�RZQ
��WKH\�H[HUFLVH�D�PXFK�KLJKHU�GHJUHH�RI�FDUH��ZKLFK�IRUFHV�ILQDQFLDO�LQ�
VWLWXWLRQV�WR�RSHUDWH�LQ�D�VRXQGHU�DQG�PRUH�SUXGHQW�IDVKLRQ��,W�LV�DOVR�SRLQWHG�RXW
WKDW� ZLWKRXW� SXEOLF� VXSSRUW� EDQNV� KDYH� D� VWURQJ� LQFHQWLYH� WR� SULYDWHO\� GHYHORS
FRRSHUDWLYH�V\VWHPV�IRU�SURWHFWLQJ�WKHLU�FROOHFWLYH�UHSXWDWLRQ�

7KH�PRVW�IXQGDPHQWDO�DUJXPHQW�DJDLQVW�WKLV�RSWLPLVWLF�YLHZ�RI�IUHH�EDQNLQJ
LV�WKDW�SULYDWH�DUUDQJHPHQWV�PD\�SURYH�WR�EH�LQVXIILFLHQW�LQ�H[WUDRUGLQDU\�FLUFXP�
VWDQFHV��$QG��LI�ILQDQFLDO�LQVWLWXWLRQV�DFWXDOO\�PDLQWDLQHG�VXIILFLHQWO\�ODUJH�ILQDQ�

������������������������������������������������
��7KHUH�LV�DQ�H[WHQVLYH�OLWHUDWXUH�RQ�IUHH�EDQNLQJ��$�VXUYH\�RI�H[SHULHQFHV�RI�IUHH�EDQNLQJ�LV�SUH�
VHQWHG�LQ�.HYLQ�'RZQ��HG��������7KH�H[SHULHQFH�RI�IUHH�EDQNLQJ��$Q�DQDO\VLV�RI�EDQNLQJ�FULVHV�LQ
)LQODQG�LV�SUHVHQWHG�LQ�5LVWR�+HUUDOD���������%DQNLQJ�&ULVHV�YV��'HSRVLWRU�&ULVHV��WKH�(UD�RI�WKH
)LQQLVK�0DUNND������������
��.HYLQ�'RZQ��������
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FLDO�EXIIHUV��WKLV�ZRXOG�JUHDWO\�LPSDLU�WKHLU�DELOLW\�WR�FRQWULEXWH�WR�HFRQRPLF�ZHO�
IDUH� LQ�QRUPDO� WLPHV��0RUHRYHU�� VLQFH� LW� LV�FOHDUO\�GLIILFXOW� IRU� WKH� DXWKRULWLHV� WR
UHIXVH�WR�JUDQW�DVVLVWDQFH�LI�WKH�FRQVHTXHQFHV���HJ�ODUJH�VFDOH�IDLOXUHV���ZRXOG�EH
VHULRXV��IUHH�EDQNLQJ�KDV�QRW�JDLQHG�ZLGH�VXSSRUW�DPRQJ�SROLWLFLDQV�

���� 7KH�UROH�RI�WKH�FHQWUDO�EDQN

7KH� UROH� RI� WKH� FHQWUDO� EDQN� LQ� UHJXODWLQJ� DQG� VXSHUYLVLQJ� EDQNV� LV� D�PDWWHU� RI
DSSURSULDWHQHVV�UDWKHU�WKDQ�GHILQLWLRQ��7KRVH�VXSSRUWLQJ�KHDY\� LQYROYHPHQW�XVX�
DOO\�UHIHU�WR�WKH�FHQWUDO�EDQNV¶�FRPSDUDWLYH�DGYDQWDJH�LQ�WHUPV�RI�LQIRUPDWLRQ��RQ
WKH� RQH� KDQG�� DQG� WR� ULVNV� UHODWHG� WR� WKHLU� OLTXLGLW\� VHUYLFHV�� RQ� WKH� RWKHU� KDQG�
7KRVH�RSSRVLQJ�FHQWUDO�EDQN�LQYROYHPHQW�LQ�UHJXODWRU\�DQG�VXSHUYLVRU\�DFWLYLWLHV
DUJXH�WKDW�DV� IDU�DV�SD\PHQW�V\VWHPV�DUH�FRQFHUQHG�WKH�RYHUVLJKW�IXQFWLRQ�LV�QRW
FRPSDWLEOH�ZLWK� WKHLU�RSHUDWLRQDO� DFWLYLWLHV�� ,W� LV�DOVR� VDLG� WKDW� WKH� UHVSRQVLELOLW\
IRU�PDFURSUXGHQWLDO�VXSHUYLVLRQ�PD\�LQ�FHUWDLQ�VLWXDWLRQV�FRQIOLFW�ZLWK�PRQHWDU\
SROLF\�DLPV�

7KH�FUHGLWRU� DUJXPHQW��:H�KDYH� VHHQ� WKDW� SURYLVLRQ� RI� OLTXLGLW\� WR� EULGJH
JDSV�EHWZHHQ�LQFRPLQJ�DQG�RXWJRLQJ�SD\PHQWV�LV�DQ�HVVHQWLDO�VHUYLFH�WKDW�FHQWUDO
EDQNV�SURYLGH� IRU�EDQNV� LQ�RUGHU� WR�SURPRWH� WKH� VPRRWK� IORZ�RI� SD\PHQWV��%H�
VLGHV�WKH�SRVVLEOH�ODFN�RI�V\QFKURQL]DWLRQ�RI�SD\PHQW�IORZV��LQGLYLGXDO�EDQNV�PD\
H[SHULHQFH�WHPSRUDU\�OLTXLGLW\�SUREOHPV�EHFDXVH�RI�GLVWXUEDQFHV� LQ� WKH�PDQDJH�
PHQW�RI�OLTXLGLW\��7R�SUHYHQW�WKH�FXPXODWLYH�HIIHFWV�RI�D�GLVWXUEDQFH�IURP�WKUHDW�
HQLQJ�RYHUDOO�ILQDQFLDO�VWDELOLW\��WKH�FHQWUDO�EDQN�PD\�GHFLGH�WR�SURYLGH�OLTXLGLW\
WR�WKH�WURXEOHG�EDQN��$V�ORQJ�DV�WKH�OLTXLGLW\�LV�IXOO\�FROODWHUDOL]HG��WKH�H[WHQVLRQ
RI�FUHGLW�SHU�VH�GRHV�QRW�FDOO�IRU�VSHFLDO�PRQLWRULQJ�RU�UHJXODWLRQ�DQG�VXSHUYLVLRQ�
7KH�VDPH�KROGV�IRU�QRUPDO�PRQHWDU\�SROLF\�RSHUDWLRQV�LQ�ZKLFK�OLTXLGLW\�LV�VXS�
SOLHG�WR�EDQNV��:LWK�FROODWHUDO�HOLPLQDWLQJ�WKH�FRXQWHUSDUW\�ULVN��EHLQJ�D�FUHGLWRU
LV�D�ZHDN�DUJXPHQW�IRU�VXSHUYLVLRQ�

(YHU� VLQFH� WKH� GD\V� RI� 7KRUQWRQ� DQG� %DJHKRW� LQ� WKH� QLQHWHHQWK� FHQWXU\�
FHQWUDO�EDQNHUV�KDYH�FODLPHG� WKDW�FHQWUDO�EDQNV�VKRXOG�SURYLGH� OLTXLGLW\�RQO\� WR
VROYHQW�EDQNV�DQG�DJDLQVW� JRRG�FROODWHUDO��%XW�ZH�DOO� NQRZ� WKDW� WKLV�KDV�QRW� DO�
ZD\V�EHHQ�WKH�SUDFWLFH��DQG�PRVW�FHQWUDO�EDQNHUV�ZLWK�ORQJ�H[SHULHQFH�LQ�GHDOLQJ
ZLWK�WKH�EDQNV�DGPLW�WKDW�WKHUH�PD\�EH�VLWXDWLRQV�LQ�ZKLFK�LW�PLJKW�EH�FRQVLGHUHG
DSSURSULDWH� WR� LQWHUSUHW� WKH� SULQFLSOH� RI� VROYHQF\� DQG� IXOO� FROODWHUDOL]DWLRQ� LQ� D
IOH[LEOH�ZD\��,Q�IDFW��%DJHKRW�UHFRPPHQGHG�WKDW� WKH�TXDOLW\�VWDQGDUGV�RQ�FROODW�
HUDO�DFFHSWHG�E\�WKH�%DQN�RI�(QJODQG�VKRXOG�EH�UHOD[HG�LQ�WLPHV�RI�FULVLV�

,Q�PDQ\�FRXQWULHV�IRU�D�ORQJ�WLPH�LQ�WKH�SRVW�ZDU�SHULRG��SURYLVLRQ�RI�FHQ�
WUDO�EDQN�ILQDQFLQJ�WR�EDQNV�ZDV�QRW�JHQHUDOO\�GRQH�LQ�DFFRUG�ZLWK�WKH�SULQFLSOH�RI
IXOO�FROODWHUDO��7KH�SURFHVV�RI�OLEHUDOL]DWLRQ�RI�WKH�ILQDQFLDO�PDUNHWV�GXULQJ�����V
KLJKOLJKWHG�WKH�ULVN�H[SRVXUH�WKDW�FHQWUDO�EDQNV�HQFRXQWHU�LQ�VXFK�RSHUDWLRQV��$QG
DV�ZH�NQRZ�� LW� LV� VWDWHG� LQ� WKH�0DDUVWULFKW�7UHDW\� ������� WKDW�� 
WKH�(&%�DQG� WKH
QDWLRQDO� FHQWUDO� EDQNV� PD\�«FRQGXFW� FUHGLW� RSHUDWLRQV� ZLWK� FUHGLW� LQVWLWXWLRQV
DQG�RWKHU�PDUNHW�SDUWLFLSDQWV��ZLWK�OHQGLQJ�EHLQJ�EDVHG�RQ�DGHTXDWH�FROODWHUDO
��

$OWKRXJK�FHQWUDO�EDQNHUV�KHVLWDWH�WR�VWDWH�LW�SXEOLFO\��PRVW�RI� WKHP�DUH�QRW
DEOH� WR� FRPSOHWHO\� DYRLG�GHYLDWLRQV� IURP� WKH� UXOH� LQ� H[WUDRUGLQDU\� VLWXDWLRQV�� ,Q
VSHFLDO�FLUFXPVWDQFHV��WKHUH�PD\�EH�DGHTXDWH�FDXVH�WR�GHYLDWH�LQWHQWLRQDOO\�IURP

������������������������������������������������
��$JDLQVW�WKLV�EDFNJURXQG�LW�LV�LQWHUHVWLQJ�WR�QRWH�WKDW�WKH�)HGHUDO�5HVHUYH�KDV�FKRVHQ�DQ�DOWHUQDWL�
YH�DSSURDFK�IRU�LQWUDGD\�FUHGLWV��LH�SULFLQJ�
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WKH�UXOH���DQG��PRUH�LPSRUWDQWO\��WKHUH�PD\�EH�FDVHV�LQ�ZKLFK�D�GHYLDWLRQ�EHFRPHV
FOHDU�RQO\�H[�SRVW��6RPH�FRXQWULHV�KDYH�UHFHQW�H[SHULHQFH�RI�KRZ�GLIILFXOW�LW�LV�LQ
SUDFWLFH�WR�DVVHVV�WKH�HFRQRPLF�VWDWH�RI�D�EDQN�LQ�D�VWUHVV�VLWXDWLRQ�

7KH�GLIILFXOWLHV�DUH�ERWK�FRQFHSWXDO�DQG�SUDFWLFDO��&OHDUO\�FDSLWDO�DGHTXDF\
DV�GHILQHG�LQ�UHJXODWRU\�UHTXLUHPHQWV�FDQQRW�EH�DSSOLHG�DV�VXFK��5HJXODWRU\�FDSL�
WDO�VWDQGDUGV�DUH�LPSRUWDQW�HOHPHQWV�LQ�SUXGHQWLDO�SROLFLHV�SXUVXHG�E\�WKH�DXWKRUL�
WLHV��,Q�IDFW��WKH\�DUH�WKH�FRUQHUVWRQH�RI�EDQN�UHJXODWLRQ��,Q�LQWHUQDWLRQDO�ZRUN�RQ
EDQN�UHJXODWLRQ��D�VWURQJ�FDSLWDO�SRVLWLRQ� LV�FRPPRQO\�UHJDUGHG�DV� WKH�PRVW� LP�
SRUWDQW�FKDUDFWHULVWLF�RI�D�VRXQG�EDQN��%XW�FDSLWDO�DGHTXDF\��DV�GHILQHG�LQ�WKH�%D�
VOH� &DSLWDO� $FFRUG� RI� ����� DQG� QRZ� XQGHU� UHYLHZ�� ZDV� GHVLJQHG� WR� LQGLFDWH� D
EDQN¶V� DELOLW\� WR� DEVRUE� ORVVHV�� 7KH� UHTXLUHG� FDSLWDO� VKRXOG� VHUYH� DV� D� EXIIHU
DJDLQVW� DVVHW� ULVNV�� DVVHVVPHQW� RI� ZKLFK� LV� EDVHG� RQ� LQFUHDVLQJO\� VRSKLVWLFDWHG
PHWKRGV��7KH�FDSLWDO�VWDQGDUGV�DUH�QRW�PHDQW�WR�PHDVXUH�VROYHQF\�DV�VXFK�

$�EDQN�LV�VROYHQW�ZKHQ�WKH�QHW�YDOXH�RI�LWV�DVVHWV�DQG�OLDELOLWLHV�LV�SRVLWLYH
DFFRUGLQJ�WR�WKH�EHVW�DVVHVVPHQW��%XW�EHFDXVH�RI�WKH�YHU\�QDWXUH�RI�EDQNLQJ�� WKH
DVVHVVPHQW�RI�QHW�YDOXH� LV� IDU� IURP�VWUDLJKWIRUZDUG�� VLQFH� OLDELOLWLHV� DUH� IL[HG� LQ
QRPLQDO�YDOXH�ZKLOH�DVVHW�YDOXHV�GHSHQG�RQ�WKH�HFRQRPLF�VLWXDWLRQ��+RZ�VKRXOG
DVVHW�YDOXHV�EH�DVVHVVHG"�2EYLRXVO\�WKH�YDOXH�WKDW�FRXOG�EH�DWWDLQHG�LI�DVVHWV�ZHUH
OLTXLGDWHG� LPPHGLDWHO\� LV� QRW� DSSURSULDWH�� DV� WKH� EXON� RI� EDQN� DVVHWV� DUH� QRQ�
PDUNHWDEOH��DV�WKH\�VKRXOG�EH�LQ�WUXH�EDQNLQJ��$QG�D�PDMRU�VHOO�RII�RI�DVVHWV�IRU
ZKLFK�WKHUH�LV�D�VHFRQGDU\�PDUNHW�ZRXOG�LQ�SUDFWLFH�HDVLO\�EULQJ�DERXW�D�WHPSR�
UDU\�VODFN�LQ�PDUNHW�SULFHV��2Q�WKH�RWKHU�KDQG��RQH�FDQ�ULJKWO\�TXHVWLRQ�WKH�H[WHQW
WR�ZKLFK�LW�LV�DSSURSULDWH�WR�DVVXPH�D�JUDGXDO�UHDOL]DWLRQ�RI�DVVHWV�DQG�DFFHSW�WKH
LQIOXHQFH�RI�H[SHFWDWLRQV�DV�WR�IXWXUH�DVVHW�YDOXHV�RQ�QHW�YDOXH�FDOFXODWLRQV�

,Q� UHVSHFW� RI� WKH� FUHGLWRU� DUJXPHQW�� WKH� FHQWUDO� EDQNV� DUH� LQ� D� VRPHZKDW
DZNZDUG�VLWXDWLRQ��7KH\�FDQQRW�UHDGLO\�UHO\�RQ�WKLV�DUJXPHQW�ZLWKRXW�VXJJHVWLQJ
WKDW� 
HDV\
�PRQH\�ZRXOG�EH�DYDLODEOH� LI� LW� FRPHV� WR�D�SLQFK��ZKLFK� LV� VRPHWKLQJ
WKDW�WKH\�ZDQW�WR�DYRLG��7KH�FUHGLWRU�DUJXPHQW�LV�IXUWKHU�HURGHG�LI�WKH\�DUJXH�±�DV
WKH\�VRPHWLPHV�GR�QRZDGD\V���WKDW�QRW�DOO�FUHGLW�ULVNV�UHODWHG�WR�HPHUJHQF\�OHQG�
LQJ�VKRXOG�EH�ERUQ�E\�WKH�FHQWUDO�EDQN�EXW�WKDW�WKH�EXON�RI�LW�VKRXOG�ERUQ�E\�WKH
6WDWH�

7KH�LQIRUPDWLRQ�DUJXPHQW��:KHUHDV�WKH�YDOLGLW\�RI�WKH�FUHGLW�ULVN�DUJXPHQW
LV�TXHVWLRQDEOH��WKH�LQIRUPDWLRQ�DUJXPHQW�LV�PRUH�FRQYLQFLQJ�EXW�VWLOO�QRW�FRQFOX�
VLYH��7\SLFDOO\�SUREOHPV�ILUVW�VKRZ�XS�LQ�D�EDQN¶V�SD\PHQW�WUDIILF�DQG�LQ�LWV�SRVL�
WLRQ�YV�WKH�FHQWUDO�EDQN��%\�PDQDJLQJ�EDQNV¶�UHVHUYH�DQG�VHWWOHPHQW�DFFRXQWV��WKH
FHQWUDO�EDQN�DXWRPDWLFDOO\�PRQLWRUV�FRQWLQXRXVO\� LQ� UHDO� WLPH� WKH� OLTXLGLW\�SRVL�
WLRQV� RI� LQGLYLGXDO� EDQNV�� )XUWKHUPRUH�� EHLQJ� DFWLYH� LQ� WKH� PRQH\� PDUNHW�� WKH
FHQWUDO�EDQN�UHFHLYHV�ILUVW�KDQG�LQIRUPDWLRQ�RQ�KRZ�HDFK�EDQN�LV�SHUFHLYHG�E\�WKH
RWKHU�PDUNHW�SDUWLFLSDQWV�

$� VXGGHQ� LQFUHDVH� LQ� D� EDQN¶V� GHPDQG� IRU� FHQWUDO� EDQN� ILQDQFLQJ� LV� QRU�
PDOO\�D�VLJQDO�WKDW�VRPHWKLQJ�LV�ZURQJ��7KH�UHDVRQ�FRXOG�EH�D�WHFKQLFDO�REVWUXF�
WLRQ�WR�WKH�QRUPDO�IORZ�RI�SD\PHQWV��RU�WKH�OLTXLGLW\�QHHG�PLJKW�UHIOHFW�PRUH�IXQ�
GDPHQWDO�SUREOHPV��,W�HLWKHU�FDVH�SURPSW�GHFLVLRQV�DQG�PHDVXUHV�PD\�EH�UHTXLUHG�
QRW�OHDVW�LQ�FRQQHFWLRQ�ZLWK�OLTXLGLW\�DVVLVWDQFH�

7UDGLWLRQDO�EDQNLQJ�SUDFWLFHV�JHQHUDOO\�JHQHUDWH�ODUJH�RSHQ�LQWHUEDQN�SRVL�
WLRQV�� ZKLFK� UHTXLUH� FORVH�PRQLWRULQJ� RI� FUHGLWZRUWKLQHVV�� 'RXEWV� DERXW� FUHGLW�
ZRUWKLQHVV�XVXDOO\�FDXVH�FRXQWHUSDUWLHV�WR�WDNH�VWHSV�WR�UHGXFH�WKHLU�FUHGLW�H[SR�
������������������������������������������������
���6YHULJHV�5LNVEDQN�VWDWHG�LQ�LWV�)LQDQFLDO�0DUNHW�5HSRUW��������S�����WKDW�
,Q�WKH�HYHQW�RI�D�FULVLV
WKDW� WKUHDWHQV� VWDELOLW\�� IRU� H[DPSOH�� WKH�5LNVEDQN� LV� UHDG\� WR� WDNH� DQ� DFWLYH� SDUW� LQ� FRRUGLQDWHG
SXEOLF�HIIRUWV�WR�RYHUFRPH�WKH�FULVLV�RU�PLWLJDWH�LWV�HIIHFWV��2QH�LQVWUXPHQW�IRU�WKLV�LV�WKH�SRVVLEL�
OLW\��DV�D�ODVW�UHVRUW��RI�SURYLGLQJ�FUHGLW�ZLWKRXW�IXOO�FROODWHUDO�LQ�RUGHU�WR�VXSSRUW�OLTXLGLW\�
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VXUH�HJ�E\�VKRUWHQLQJ� WKH� DYHUDJH�PDWXULW\�RI� WKHLU� FODLPV�RQ� WKH� WURXEOHG�EDQN
DQG�E\�DGMXVWLQJ�FUHGLW�SULFLQJ��%HLQJ�RQH�RI�WKH�PDMRU�SOD\HUV�LQ�WKH�PRQH\�PDU�
NHW��WKH�FHQWUDO�EDQN�LV�LQ�D�SRVLWLRQ�WR�QRWLFH�WKHVH�VLJQDOV�DW�D�YHU\�HDUO\�VWDJH�
7KH�G\QDPLFV�RI�D�PDUNHW�KHDYLO\�GHSHQGHQW�RQ�H[SHFWDWLRQV�DQG�GLVSRVHG�WR�VHOI�
IXOILOPHQW�RI�H[SHFWDWLRQV�FDQ�VXGGHQO\� OHDG� WR�D� VLWXDWLRQ� LQ�ZKLFK� WKH� IXQGLQJ
SUREOHP�EHFRPHV�DFXWH�

,Q� FDUU\LQJ�RXW� LWV�EDVLF� WDVNV� DV� WKH�PRQHWDU\�SROLF\� DXWKRULW\� DQG� VHWWOH�
PHQW�DJHQW�IRU�WKH�EDQNV��WKH�FHQWUDO�EDQN�DXWRPDWLFDOO\�PRQLWRUV�WKH�EDQNV�LQ�D
ZD\�WKDW�UDSLGO\�UHYHDOV�SRVVLEOH�GLVWXUEDQFHV�LQ�WKH�PDUNHW�RU�LQ�WKH�SHUIRUPDQFH
RI�D�VLQJOH�PDUNHW�SDUWLFLSDQW��:KHQ�D�SUREOHP�RFFXUV��WKH�VLWXDWLRQ�KDV�WR�EH�DV�
VHVVHG� YLUWXDOO\� LQVWDQWDQHRXVO\� DQG� WKH� DXWKRULWLHV� PXVW� GHFLGH� YHU\� TXLFNO\
ZKHWKHU�H[WUDRUGLQDU\� OLTXLGLW\�DVVLVWDQFH�VKRXOG�EH�SURYLGHG�DQG�ZKHWKHU�RWKHU
PHDVXUHV�DUH�QHHGHG�

$Q�DVVHVVPHQW�RI�WKH�VLWXDWLRQ��WKH�VHULRXVQHVV�RI�WKH�SUREOHP��DQG�LWV�FRQ�
VHTXHQFHV� IRU� WKH� ILQDQFLDO� VHFWRU� LV� SRVVLEOH� RQO\� LI� WKH� FHQWUDO� EDQN� KDV� FRQ�
GXFWHG�FRQWLQXRXV�VXUYHLOODQFH�RI� WKH�EDQNV�DQG� WKH� ILQDQFLDO� VHFWRU�DV�D�ZKROH�
7KH� IORZ� RI� VLJQDOV� SURGXFHG� E\� WKH� PRQLWRULQJ� SURFHVV� KDV� WR� EH� LQWHUSUHWHG
PRUH�RU� OHVV�RQ�D� FRQWLQXRXV�EDVLV��7KLV� LPSOLHV� WKDW�PRQLWRULQJ�DQG�PDFURSUX�
GHQWLDO�DQDO\VLV�PXVW�EH�FORVHO\� LQWHJUDWHG��ZKLFK�VXJJHVWV�D�FORVH� OLQN�EHWZHHQ
WKHVH� WZR� DFWLYLWLHV� DOVR� LQ� WHUPV� RI� KRZ� WKH\� DUH� RUJDQL]HG�� 7KLV� SURYLGHV� D
VWURQJ�DUJXPHQW�IRU�KDYLQJ�PDFURSUXGHQWLDO�VXSHUYLVLRQ�LQ�WKH�VDPH�RUJDQL]DWLRQ
DV�PRQHWDU\� SROLF\� RSHUDWLRQV�� LQWHUEDQN� VHWWOHPHQW� DQG� OLTXLGLW\� VHUYLFHV�� LH� LQ
WKH� FHQWUDO� EDQN�� +DYLQJ� PDFURSUXGHQWLDO� VXSHUYLVLRQ� LQ� DQRWKHU� RUJDQL]DWLRQ
ZRXOG� UHTXLUH� YHU\� FORVH� FRRSHUDWLRQ� EHWZHHQ� WKDW� RUJDQL]DWLRQ� DQG� WKH� FHQWUDO
EDQN��7KH\�VKRXOG�EH�DEOH� WR�ZRUN� WRJHWKHU� LQ� WKLV�DUHD�DV� LI� WKH\�ZHUH� D� VLQJOH
RUJDQL]DWLRQ�

���� 2YHUVLJKW�DQG�PDFURSUXGHQWLDO�VXSHUYLVLRQ

:H�KDYH�VHHQ� WKDW� WKH�KLVWRULFDO�GHYHORSPHQWV� LQ�EDQNLQJ�DQG�SD\PHQW� V\VWHPV
KDYH�FUHDWHG�D�SXEOLF�QHHG�WR�SURPRWH�ILQDQFLDO�VWDELOLW\�� WR�PDLQWDLQ�FRQILGHQFH
LQ�WKH�PRQHWDU\�V\VWHP�DQG�WR�SURWHFW�FRQVXPHUV��:H�KDYH�DOVR�VHHQ�WKDW�WKH�FHQ�
WUDO�EDQN�KDV�D� UROH� WR�SOD\� LQ� WKHVH� DUHDV��%XW�� WKHUH� LV�QR� VLQJOH� DQVZHU� WR� WKH
TXHVWLRQ� RQ� H[DFWO\� KRZ� UHJXODWLRQ� DQG� VXSHUYLVLRQ� VKRXOG� EH� RUJDQL]HG�ZLWKLQ
WKH�SXEOLF�VHFWRU��$QG�DFFRUGLQJO\��WKH�UROH�RI�WKH�FHQWUDO�EDQN�YDULHV�IURP�FRXQ�
WU\�WR�FRXQWU\��GHSHQGLQJ�RQ�KLVWRULFDO�IDFWRUV�DQG�PDWWHUV�RI�MXGJHPHQW��,Q�VRPH
FRXQWULHV�EDQN�VXSHUYLVLRQ�DV�D�ZKROH�LV�RUJDQL]HG�ZLWKLQ�WKH�FHQWUDO�EDQN��LQ�RWK�
HUV�D�VHSDUDWH�SXEOLF�ERG\�±�D�EDQNLQJ�VXSHUYLVLRQ�DXWKRULW\���LV�DOVR�LQYROYHG��$W
RQH�HQG�RI�WKH�VSHFWUXP�ZH�KDYH�IRU�LQVWDQFH�+ROODQG��,WDO\�DQG�WKH�8QLWHG�6WDWHV
ZLWK�EDQN�VXSHUYLVLRQ�ZLWKLQ� WKH�FHQWUDO�EDQN��$W� WKH�RWKHU� HQG�RI� WKH� VSHFWUXP
ZH�KDYH�WKH�8.��6ZHGHQ��1RUZD\��'HQPDUN�DQG�,FHODQG��WR�PHQWLRQ�D�IHZ�FRXQ�
WULHV�

7KH�SRVLWLRQ�RI�WKH�FHQWUDO�EDQN�YLV�j�YLV�WKH�JRYHUQPHQW�VHHPV�LQ�JHQHUDO
WR� EH� RQH� RI� WKH� IDFWRUV� LQIOXHQFLQJ� WKH� RUJDQL]DWLRQDO� VWUXFWXUH� RI� VXSHUYLVLRQ�
/DWHO\�WKH�HPSKDVLV�RQ�FHQWUDO�EDQN�LQGHSHQGHQFH�LQ�UHVSHFW� WR�PRQHWDU\�SROLF\
KDV� EHHQ� SDUDOOHOHG� E\� FODLPV� WR� VHSDUDWH� VXSHUYLVRU\� IXQFWLRQV� IURP� FHQWUDO
EDQNLQJ��ZKLFK�UHIOHFWV�D�IHDU�WKDW�FHQWUDO�EDQNV�RWKHUZLVH�ZRXOG�EHFRPH�H[FHV�
VLYHO\� SRZHUIXO� LQVWLWXWLRQV� RXWVLGH� QRUPDO� GHPRFUDWLF� LQIOXHQFH�� 7KH� FXUUHQW
WUHQG�LV�PRUH�LQ�IDYRXU�RI�VHSDUDWLRQ�WKDQ�WKH�UHYHUVH�

(YHQ�ZLWK�D�VHSDUDWH�ERG\�IRU�EDQNLQJ�VXSHUYLVLRQ��WKH�FHQWUDO�EDQNV�FODLP
WKDW�FHUWDLQ�VXSHUYLVRU\�IXQFWLRQV�VKRXOG�UHPDLQ�VSHFLILFDOO\�ZLWK�WKHP��2QH�VHW�RI
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VXFK� IXQFWLRQV� LV� UHODWHG� WR� WKH� SD\PHQW� V\VWHPV�� DQRWKHU� WR� WKH� VRXQGQHVV� RI
EDQNLQJ�LQ�JHQHUDO��7KRVH�DFWLYLWLHV�IRFXVLQJ�VSHFLILFDOO\�RQ�SD\PHQW�V\VWHPV�DUH
XVXDOO\�UHIHUUHG�WR�DV�RYHUVLJKW�DQG�WKRVH�FRQFHUQLQJ�WKH�VRXQGQHVV�RI�EDQNLQJ�LQ
JHQHUDO�DV�PDFURSUXGHQWLDO�VXSHUYLVLRQ��%RWK�FRQFHSWV�DUH�GLIILFXOW�WR�GHILQH�LQ�D
ZD\�WKDW�ZRXOG�VHSDUDWH�WKHP�XQDPELJXRXVO\�IURP�WKH�UHVW�RI�VXSHUYLVLRQ��,Q�IDFW�
WKDW�FDQ�SUREDEO\�QRW�EH�GRQH��DV�WKHVH�DFWLYLWLHV�DUH�FORVHO\�LQWHUUHODWHG�DQG�SDUWO\
RYHUODSSLQJ�� DQG� WKH� ERXQGDULHV� EHWZHHQ� WKHP� DUH� QRW� IL[HG�� ,QVWHDG� RI� SUHFLVH
ERXQGDULHV��RQH�VKRXOG�UDWKHU�WDON�DERXW�DUHDV�RI�HPSKDVLV�

7KH�RYHUULGLQJ�REMHFWLYH�LV�WKH�VDPH�LQ�DQ\�FDVH��ILQDQFLDO�VWDELOLW\�DQG�FRQ�
ILGHQFH�LQ�WKH�PRQHWDU\�V\VWHP��7KH�FHQWUDO�EDQN�DSSURDFKHV�WKLV�REMHFWLYH�IURP�D
PDFURHFRQRPLF�SHUVSHFWLYH�ZKLOH�WKH�EDQNLQJ�VXSHUYLVLRQ�DXWKRULW\¶V�DSSURDFK�LV
PRUH�PLFURHFRQRPLF�LQ�QDWXUH��7KXV�WKH�FHQWUDO�EDQN�DQDO\VHV�WKH�SHUIRUPDQFH�RI
WKH�ILQDQFLDO�LQVWLWXWLRQV���SULPDULO\�WKH�EDQNV���RQ�DQ�RYHUDOO�OHYHO��6SHFLDO�DWWHQ�
WLRQ�LV�JLYHQ�WR�LQWHUORFNLQJ�FODLPV�DPRQJ�ILQDQFLDO� LQVWLWXWLRQV�DQG�OLQNDJHV�EH�
WZHHQ�WKH�ILQDQFLDO�VHFWRU�DQG�WKH�UHDO�HFRQRP\�LQ�RUGHU�WR�GHWHFW�ULVNV�WKDW�FRXOG
WKUHDWHQ�RYHUDOO�ILQDQFLDO�VWDELOLW\�

0DFURSUXGHQWLDO� VXSHUYLVLRQ� FRYHUV� QRW� RQO\� ILQDQFLDO� LQVWLWXWLRQV� RQ� WKH
DJJUHJDWH� OHYHO� EXW� DOVR� ILQDQFLDO� PDUNHWV�� VLQFH� ZLGH� DQG� DEUXSW� DVVHW� SULFH
PRYHPHQWV�HDVLO\�XQGHUPLQH�WKH�VWDELOLW\�RI�ILQDQFLDO�LQVWLWXWLRQV�GLUHFWO\�RU�LQGL�
UHFWO\�YLD�WKHLU�FXVWRPHUV��$QRWKHU�VSHFLILF�UHDVRQ�IRU�WKH�FHQWUDO�EDQN�WR�NHHS�DQ
H\H�RQ�WKH�ILQDQFLDO�PDUNHWV�LV�WKDW�PRYHPHQWV�LQ�DVVHW�SULFHV�PD\�LQWHUIHUH�ZLWK
WKH�LPSOHPHQWDWLRQ�RI�PRQHWDU\�SROLF\�E\�DIIHFWLQJ�LQWHUHVW�UDWHV�DQG�ZHDOWK��$QG
PRUH�JHQHUDOO\��H[WUHPH�DVVHW�SULFH�YRODWLOLW\� ��RIWHQ� UHIOHFWLQJ�H[WUDSRODWLYH�H[�
SHFWDWLRQV���FDQ�KDYH�SHUYDVLYH�HIIHFWV�RQ�PDUNHW�FRQILGHQFH� DQG� UHDO�HFRQRPLF
SHUIRUPDQFH�

1HLWKHU�FDQ� WKH�PDFURSUXGHQWLDO� VXSHUYLVRU�EH� LQGLIIHUHQW� WR� LQGLYLGXDO� LQ�
VWLWXWLRQV�LI�D�IDLOXUH�FRXOG�JLYH�ULVH�WR�EURDGHU�V\VWHPLF�LQVWDELOLW\��,W�LV�RQO\�UHDO�
LVWLF�WR�UHFRJQL]H�WKDW�FHUWDLQ�LQVWLWXWLRQV�DUH�VR�FHQWUDO�WR�WKH�ILQDQFLDO�V\VWHP�WKDW
WKHLU�IDLOXUH�FRXOG�FDXVH�D�V\VWHPLF�FULVLV�

%DQFD� G¶,WDOLD� KDV� GHILQHG� WKH� VFRSH� RI� DSSOLFDWLRQ� RI� SD\PHQW� V\VWHPV
RYHUVLJKW� DV� 
WKH� LQIUDVWUXFWXUH� RI� WKH� ILQDQFLDO� V\VWHP� GHVLJQHG� WR� HQVXUH� WKH
WUDQVIHU�RI�PRQH\�EHWZHHQ�HFRQRPLF�DJHQWV
����7KH�LQIUDVWUXFWXUH�LQFOXGHV�WHFKQL�
FDO��DGPLQLVWUDWLYH�DQG�UHJXODWRU\�DVSHFWV�RI� WKH�V\VWHP�ZKHUHE\� ILQDQFLDO� WUDQV�
DFWLRQV�DUH�PDQDJHG�DQG�H[HFXWHG��$QG��DV�ZLWK�SUXGHQWLDO�VXSHUYLVLRQ��WKH�DLP�RI
SD\PHQW�V\VWHPV�RYHUVLJKW�LV�V\VWHPLF�VWDELOLW\��7KLV�PHDQV��RQ�WKH�RQH�KDQG��WKDW
WKH�RYHUVHHU� IRFXVHV�SULPDULO\�RQ�SD\PHQW� FLUFXLWV��ZKRVH�SURSHU� IXQFWLRQLQJ� LV
LPSRUWDQW�IURP�D�V\VWHPLF�SRLQW�RI�YLHZ�DQG��RQ�WKH�RWKHU�KDQG��WKDW�RYHUVLJKW�WR
DQ�H[WHQW�DSSOLHV� WR� LQGLYLGXDO�EDQNV��6LQFH� WKH� LQIUDVWUXFWXUH� LV�EDVLFDOO\�PDLQ�
WDLQHG�E\� WKH�EDQNV�DQG� WKH�EDQNV�DUH� WKH�SOD\HUV� LQ� WKH�V\VWHP��SUREOHPV� LQ�DQ
LQGLYLGXDO�EDQN�� LI� ODUJH�HQRXJK��PD\�FDXVH�GHVWDELOL]LQJ� VKRFNV� WKURXJKRXW� WKH
ILQDQFLDO�V\VWHP�

$Q�HVVHQWLDO�IHDWXUH�RI�SD\PHQW�V\VWHPV�RYHUVLJKW�UHODWHV�WR�WKH�ZRUG� 
V\V�
WHP
��7KH�WUDQVPLVVLRQ�RI�SD\PHQWV�UHTXLUHV�D�
V\VWHP
�FRQQHFWLQJ�SD\PHQW�LQWHU�
PHGLDWRUV�DQG�DOORZLQJ�IRU�WUDQVIHUV�RI�PRQH\�EHWZHHQ��EDQN�FXVWRPHUV�DQG�EH�
WZHHQ� EDQNV� WKHPVHOYHV�� ,QDELOLW\� RI� D� EDQN� WR� VHWWOH� LWV� SD\PHQW� REOLJDWLRQ� LV
LPPHGLDWHO\�IHOW�E\�LWV�FRXQWHUSDUWLHV�DQG�PD\�WKUHDWHQ�HYHQ�ZHOO�PDQDJHG�LQVWL�
WXWLRQV��7KH�IDLOXUH�RI�RQH�EDQN�LPPHGLDWHO\�JHQHUDWHV�ORVVHV�WR�EDQNV�H[SRVHG�WR
LW�LQ�WKH�VHWWOHPHQW�V\VWHP��2YHUVLJKW�LV�ODUJHO\�DLPHG�DW�SURPRWLQJ�WKH�GHVLJQ�DQG
FRQVWUXFWLRQ�RI�V\VWHPV�LQ�VXFK�D�ZD\�WKDW�WKH\�DUH�DEOH�WR�FRQWDLQ�WHPSRUDU\�GLV�

������������������������������������������������
���%DQFD�G¶,WDOLD��:KLWH�3DSHU�RQ�WKH�3D\PHQW�6\VWHP�2YHUVLJKW��0D\������DQG�1RYHPEHU������
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WXUEDQFHV��7KH�SUHYHQWLRQ�RI�IDLOXUH�RI�LQGLYLGXDO�LQVWLWXWLRQV�EHFDXVH�RI�WKHLU�DF�
WLYLWLHV� LQ� JHQHUDO� LV� QRUPDOO\� QRW� VHHQ� DV� SDUW� RI� SD\PHQW� V\VWHPV� RYHUVLJKW
SURSHU�

7KH�SULPH�FRQFHUQ�RI�WKH�RYHUVHHU�LV�WR�PDLQWDLQ�DQG�SURPRWH�FRQILGHQFH�LQ
WKH�V\VWHP��3D\PHQW�V\VWHPV�VKRXOG�DERYH�DOO�EH�UREXVW��,Q�WKH�����V�DQG�����V
FHQWUDO�EDQNV� WRRN�D�JURZLQJ� LQWHUHVW�DOVR� LQ� WKH�HIILFLHQF\�RI�SD\PHQW� V\VWHPV�
7KHUH�DUH� WZR� UHDVRQV� IRU� WKLV��7KH�ILUVW� LV� WKDW�FHUWDLQ�DVSHFWV�RI�HIILFLHQF\� �� LQ
SDUWLFXODU� IOH[LELOLW\�� LPSO\LQJ� WKH� DELOLW\� WR� DFFRPPRGDWH� FKDQJHV� LQ� WKH� HQYL�
URQPHQW���VXSSRUW�UREXVWQHVV��7KH�RWKHU�LV�WKDW�HIILFLHQF\�LQ�LWVHOI�LV�FRQVLGHUHG�D
SXEOLF�JRRG�WKDW�FDQ�EHQHILW�IURP�SXEOLF�LQWHUYHQWLRQ�

,Q�PRVW�FRXQWULHV�WKH�UROH�RI� WKH�FHQWUDO�EDQN�DV� UHJDUGV�HIILFLHQF\�KDV�QRW
EHHQ�VR�H[SOLFLWO\�IRUPXODWHG�DV�HJ�LQ�,WDO\�DQG�$XVWUDOLD��$FFRUGLQJ�WR�WKH�,WDOLDQ
�����%DQNLQJ� /DZ� �$UWLFOH� ������ 
7KH�%DQFD� G¶,WDOLD� VKDOO� SURPRWH� WKH� UHJXODU
RSHUDWLRQ�RI�SD\PHQW�V\VWHPV��)RU�WKLV�SXUSRVH�LW�PD\�LVVXH�UHJXODWLRQV�WR�HQVXUH
WKH�HIILFLHQF\�DQG�UHOLDELOLW\�RI�FOHDULQJ�DQG�SD\PHQW�V\VWHPV
��7KH�5HVHUYH�%DQN
RI�$XVWUDOLD��XQGHU�WKH�QHZ�ILQDQFLDO�UHJXODWRU\�VWUXFWXUH�VHW�XS�LQ�������KDV�IRU�
PDO�UHVSRQVLELOLW\�IRU�WKH�HIILFLHQF\�RI�WKH�SD\PHQW�V\VWHPV��7KH�GXDO�DLP�RI�VWD�
ELOLW\�DQG�HIILFLHQF\�ZDV�IRUPXODWHG�LQ�WKH�FRQWH[W�RI�WKH�(XURSHDQ�&HQWUDO�%DQN
DV�D�WDVN�
WR�SURPRWH�WKH�VPRRWK�RSHUDWLRQ�RI�SD\PHQW�V\VWHPV
���

&RQWULEXWLQJ� WR�PDLQWHQDQFH�DQG� LPSURYHPHQW�RI� WKH� FRPSHWLWLYH�HQYLURQ�
PHQW�LV�XVXDOO\�FRQVLGHUHG�WR�EH�WKH�EHVW�YHKLFOH�IRU�DWWDLQLQJ�HIILFLHQF\��$QRWKHU
LPSRUWDQW�DSSURDFK�LV�WR�SURPRWH�FRRSHUDWLRQ�EHWZHHQ�V\VWHP�SDUWLFLSDQWV��$OVR�
FHQWUDO�EDQNV�ZLWK�UHJXODWRU\�SRZHUV�SUHIHU�WR�FDUU\�RQ�D�GLDORJXH�ZLWK�WKH�EDQNV�

7KH� KLVWRULFDO� IRFXV� RI� ZKDW� ZH�� IRU� VLPSOLFLW\��PD\� FDOO� PLFURSUXGHQWLDO
VXSHUYLVLRQ�LV�GHSRVLWRU�LQYHVWRU�SURWHFWLRQ�YLD�WKH�VHWWLQJ�RI� UXOHV�DQG�VWDQGDUGV
DQG� WKH� YHULI\LQJ� RI� LQGLYLGXDO� LQVWLWXWLRQV¶� FRPSOLDQFH� ZLWK� WKH� UHTXLUHPHQWV�
'HYHORSPHQWV�LQ�WKH�PDUNHW�WKDW�KDYH�LQFUHDVHG�LQWHUGHSHQGHQFLHV�EHWZHHQ�PDU�
NHW�SDUWLFLSDQWV�KDYH�PHDQW� WKDW�EDQN�VXSHUYLVRUV�DUH�SD\LQJ�PRUH�DQG�PRUH�DW�
WHQWLRQ�WR�WKH�IXQFWLRQV�RI�WKH�EDQNV�DQG�WKH�PDUNHW�SODFHV�LQ�ZKLFK�WKH�EDQNV�DUH
DFWLYH��:LWK�FHQWUDO�EDQNV�QRW�EHLQJ�DEOH�WR�EH�LQGLIIHUHQW�WR�WKH�VWDWH�RI�LQGLYLGXDO
SOD\HUV��HVSHFLDOO\�LI�WKH\�DUH�ODUJH��DQG�EDQN�VXSHUYLVRUV�SD\LQJ�PRUH�DQG�PRUH
DWWHQWLRQ� WR� IXQFWLRQV� DQG� PDUNHWSODFHV�� WKH� RYHUODS� EHWZHHQ� WKHVH� VXSHUYLVRU\
DFWLYLWLHV�KDYH�WHQGHG�WR�H[SDQG�

6RPH� RYHUODS� LV� XQDYRLGDEOH�� DQG� WR� WKLV� H[WHQW� WKH�PDFUR� DQG�PLFUR� DS�
SURDFKHV�DUH�LQWHUUHODWHG��7KHVH�IHDWXUHV�RI�RYHUODS�DQG�FRPSOHPHQWDULW\� UHTXLUH
FRRUGLQDWLRQ�EHWZHHQ�VXSHUYLVLRQ�DFWLYLWLHV�IRFXVLQJ�RQ�WKH�ILQDQFLDO�V\VWHP�DV�D
ZKROH� DQG� WKRVH� IRFXVLQJ� RQ� LQGLYLGXDO� LQVWLWXWLRQV�� UHJDUGOHVV� RI� WKH� RUJDQL]D�
WLRQDO� VWUXFWXUH��7KH�GLIIHUHQFH� LQ� IRFXV� DV�EHWZHHQ� LQYHVWRU�SURWHFWLRQ� DQG� V\V�
WHPLF�VWDELOLW\�LV�KRZHYHU�VR�SURQRXQFHG�WKDW�WKHUH�DUH�JRRG�DUJXPHQWV�IRU�KDYLQJ
WKH� SULPDU\� UHVSRQVLELOLWLHV� IRU� WKHVH� WZR� IXQFWLRQV� GLYLGHG� EHWZHHQ� VHSDUDWH
ERGLHV�

���� &RQIOLFW�RI�LQWHUHVW�GLVWRUWLRQ�RI�FRPSHWLWLRQ"

&RQFHUQV�KDYH�EHHQ�H[SUHVVHG�WKDW�FRQIOLFWV�RI�LQWHUHVW�FRXOG�DULVH�ZKHQ�WKH�FHQ�
WUDO�EDQN�DFWV�DV�ERWK�RYHUVHHU�RI�SULYDWH�SD\PHQW� V\VWHPV�DQG�SURYLGHU�RI�RZQ
SD\PHQW�VHUYLFHV��,W�KDV�DOVR�EHHQ�DVVHUWHG�WKDW�WKLV�GXDO�UROH�GLVWRUWV�FRPSHWLWLRQ�

������������������������������������������������
���7UHDW\�RI�0DDVWULFKW��$UWLFOH�������
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$�FRQIOLFW�RI�LQWHUHVW�FRXOG�HPHUJH�RQO\�LI�WKH�DLP�RI�VXSHUYLVLRQ�LV�GLIIHUHQW�IURP
WKH� DLP� RI� SDUWLFLSDWLRQ�� %XW� WKDW� LV� QRW� WKH� FDVH�� %RWK� DFWLYLWLHV� DUH� XOWLPDWHO\
JRYHUQHG�E\�DQ�DWWHPSW�WR�SURPRWH�WKH�VDIHW\�DQG�HIILFLHQF\�RI�WKH�SD\PHQW�V\V�
WHP��LH�E\�D�SXEOLF�JRDO��7KH�SURILW�PRWLYH�LV�QRW�WKH�JRYHUQLQJ�IDFWRU��,W�LV�D�GLI�
IHUHQW�PDWWHU� WKDW� VDIHW\� DQG� HIILFLHQF\�� EHLQJ� FORVHO\� LQWHUUHODWHG��PD\� EH� FRQ�
IOLFWLQJ�JRDOV��)UHTXHQWO\��WKHUH�LV�D�WUDGHRII�EHWZHHQ�VDIHW\�DQG�HIILFLHQF\�LQ�WKH
RSHUDWLRQ�RI�SD\PHQW�V\VWHPV��:KHQ�WKDW�LV�WKH�FDVH��WKH�FHQWUDO�EDQN�KDV�WR�VWULNH
D�EDODQFH�EHWZHHQ�WKH�WZR��JLYLQJ�SULRULW\�WR�WKH�DWWDLQPHQW�RI�D�PLQLPXP�OHYHO�RI
VDIHW\�

7KH�SURYLVLRQ�RI�SD\PHQW�VHUYLFHV�FDQ�GLVWRUW�FRPSHWLWLRQ��7KLV�GHSHQGV�RQ
WKH�ZKDW�VHUYLFHV�WKH�FHQWUDO�EDQN�SURYLGHV�DQG�WKH�WHUPV�RQ�ZKLFK�WKHVH�DUH�SUR�
YLGHG��,Q�WKH�SDVW�PDQ\�FHQWUDO�EDQNV�SURYLGHG�FHUWDLQ�SD\PHQW�WUDQVPLVVLRQ�VHUY�
LFHV�GLUHFWO\�WR�WKH�QRQ�EDQN�SXEOLF��7KLV�LV�VWLOO�WKH�FDVH�LQ�D�IHZ�FRXQWULHV��%XW�LW�LV
XVXDOO\�RQO\� WKH�JRYHUQPHQW� DQG�JRYHUQPHQWDO� DJHQFLHV� WKDW� DUH� DOORZHG� WR�KDYH
DFFRXQWV�ZLWK�WKH�FHQWUDO�EDQN�DQG�RQO\�IRU�FHUWDLQ�NLQGV�RI�SD\PHQWV��7KLV�SUDFWLFH
LV�D�UHOLFW�RI�WKH�SDVW�DQG�FDQQRW�EH�FRQVLGHUHG�D�SURSHU�FHQWUDO�EDQN�DFWLYLW\��$V�D
UXOH� FHQWUDO� EDQNV� RQO\� RIIHU� VHUYLFHV� WKDW� DVVLVW� EDQNV� LQ� H[HFXWLQJ� SD\PHQW� LQ�
VWUXFWLRQV�IURP�WKHLU�FXVWRPHUV�DQG�LQ�VHWWOLQJ�WKHLU�LQWHUEDQN�WUDQVDFWLRQV�

7KH�FHQWUDO�EDQN�VKRXOG�VWHS�LQ�RQO\�ZKHQ�WKHUH�LV�D�SXEOLF�LQWHUHVW�LQ�GRLQJ
VR��3DUWLFLSDWLRQ�KDV�WR�EH�VHHQ�DV�SDUW�RI�D�SXEOLF�VHUYLFH�WR�SURPRWH�D�VDIH�DQG
HIILFLHQW� SD\PHQW� V\VWHP�� %UXFH� -�� 6XPPHUV� IURP� WKH� 5HVHUYH� %DQN� KDV� FRQ�
FOXGHG�IURP�WKLV�WKDW�
WKH�RSHUDWLRQDO�UROH�RI�WKH�FHQWUDO�EDQN�VKRXOG�QRW�EH�WDNHQ
DV�D�FRQVWDQW��EXW�UDWKHU�DV�D�PDWWHU�RI�SROLF\�FKRLFH�LQIOXHQFHG�E\�HQYLURQPHQWDO
IDFWRUV
���� (QYLURQPHQWDO� IDFWRUV� OLNH� WKH� ULVH� LQ� SD\PHQW�UHODWHG� ULVN� H[SRVXUHV
H[SODLQ�WKH�UHFHQW�WUHQG�WRZDUG�PRUH�FHQWUDO�EDQN�LQWHUYHQWLRQ�

1RW� VXUSULVLQJO\�� WKH� RSHUDWLQJ� UROH� RI� WKH� FHQWUDO� EDQN� YDULHV� IURP� RQH
FRXQWU\�WR�DQRWKHU��,Q�*HUPDQ\��IRU� LQVWDQFH�� WKH�FHQWUDO�EDQN�SOD\V�D�PDMRU�RS�
HUDWLRQDO�UROH�LQ�WKH�SD\PHQW�V\VWHP��$W�WKH�RWKHU�HQG�RI� WKH�VSHFWUXP��ZH�KDYH
WKH�8QLWHG�.LQJGRP��ZKHUH�DOO�SD\PHQW�V\VWHPV�DUH�RZQHG�DQG�PDQDJHG�E\�SUL�
YDWH�HQWHUSULVHV��7KH�FHQWUDO�EDQN�SURYLGHV�RQO\�VHWWOHPHQW�DFFRXQWV�DQG�WKH�PH�
GLXP�IRU�ILQDO�VHWWOHPHQW��,W�VHHPV��KRZHYHU��WKDW�WKLV�DUUDQJHPHQW�GRHV�QRW�SUH�
YHQW� WKH� FHQWUDO� EDQN� IURP� H[HUWLQJ� VXIILFLHQW� LQIOXHQFH� RQ� WKH� GHVLJQ� RI� WKHVH
V\VWHPV�

7KH�%DQN� RI�(QJODQG� LV� UHSUHVHQWHG� LQ�$3$&6� �$VVRFLDWLRQ� IRU� 3D\PHQW
DQG� &OHDULQJ� 6HUYLFHV��� LQ� WKH� FOHDULQJ� FRPSDQLHV� RSHUDWLQJ� XQGHU� WKH� $3$&6
XPEUHOOD��DQG�LQ�DOO�SROLF\�PDNLQJ�FRPPLWWHHV��7KLV�� LQ�FRPELQDWLRQ�ZLWK�D� UHF�
RJQL]HG�SRVLWLRQ�DV�SXEOLF�SROLF\�UHSUHVHQWDWLYH��DQG�DV�VHWWOHPHQW�DJHQW�IRU�LQWHU�
EDQN� REOLJDWLRQV�� HQDEOH� WKH�%DQN� WR� DFFRPSOLVK� LWV� DLPV� DQG� VHW� UHTXLUHPHQWV�
:LWK�WKLV�W\SH�RI�RUJDQL]DWLRQDO�VWUXFWXUH��WKH�VWDUWLQJ�SRLQW�LV� WKDW� WKH�LQLWLDWLYHV
DQG�GXW\�WR�GHYHORS�V\VWHPV�OLH�ZLWK�WKH�EDQNV��7KH�%DQN�RI�(QJODQG�VWHSV�LQ�RQO\
ZKHQ�QHHGHG�DQG�WKHQ�RQO\�RQ�D�WHPSRUDU\�EDVLV�

3XEOLF�LQYROYHPHQW�LV�DOZD\V�D�TXHVWLRQ�RI�SROLF\�FKRLFH��,Q�D�PDUNHW�HFRQ�
RP\�� UHVSHFW� IRU�PDUNHW� IRUFHV� VKRXOG� EH� WKH� VWDUWLQJ� SRLQW�� 3XEOLF� LQWHUYHQWLRQ
KDV�WR�EH�EDFNHG�E\�VROLG�MXVWLILFDWLRQ��&HQWUDO�EDQNV�PXVW�EH�IDYRXUDEO\�GLVSRVHG
WR� WKH�EHQHILWV�RI�SODFLQJ�RSHUDWLRQV� LQ� WKH�KDQGV�RI� WKH�SULYDWH� VHFWRU�� DQG� WKH\
KDYH� WR�EH�SUHSDUHG� DQG�KRQHVW� HQRXJK� WR� FRQWLQXDOO\� TXHVWLRQ� FXUUHQW� DUUDQJH�
PHQWV�

,Q� WKH� SURYLVLRQ� RI� VHWWOHPHQW� VHUYLFHV� WKHUH� DUH� HOHPHQWV� RI� FRPSHWLWLRQ�
(LWKHU�EDQN�PRQH\�RU�FHQWUDO�EDQN�PRQH\�FDQ�EH�XVHG�LQ�LQWHUEDQN�SD\PHQWV��EXW

������������������������������������������������
��6XPPHUV��������
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RQO\�WKH�ODWWHU�LV�ILQDO�PRQH\��6XFK�ILQDOLW\�LV�D�YDOXDEOH�FRPPRGLW\�KLJKO\�DSSUH�
FLDWHG�E\�EDQNV��,Q�GRPHVWLF�SD\PHQWV��ZKLFK�FRPSULVH�WKH�EXON�RI�DOO�SD\PHQWV�
FHQWUDO�EDQN�PRQH\� LV� WKH�SUHGRPLQDQW�PHGLXP�IRU� LQWHUEDQN�VHWWOHPHQW��&URVV�
ERUGHU�SD\PHQWV��RQ�WKH�RWKHU�KDQG��KDYH�WUDGLWLRQDOO\�EHHQ�VHWWOHG�LQ�EDQN�PRQH\
E\�GHELWLQJ�DQG�FUHGLWLQJ�FRUUHVSRQGHQW�DFFRXQWV�

7KH�HVWDEOLVKPHQW�RI� WKH�(XURSHDQ�&HQWUDO�%DQN�6\VWHP�DQG� WKH� LQWURGXF�
WLRQ�RI�WKH�FRPPRQ�FXUUHQF\�WKH�HXUR���HQODUJHG�WKH�PRQHWDU\�FRQWHQW�RI�WKH�ZRUG

GRPHVWLF
�WR�FRYHU�WKH�ZKROH�HXUR�DUHD��7KH�QHZ�DUUDQJHPHQWV�HQDEOH�VHWWOHPHQW
DOVR� RI� FURVV�ERUGHU� SD\PHQWV�ZLWKLQ� WKH� HXUR� DUHD� LQ� FHQWUDO� EDQN�PRQH\� RYHU
DFFRXQWV�ZLWK�WKH�FHQWUDO�EDQNV��7KLV�RI�FRXUVH�UHGXFHV�WKH�UROH�RI�FRUUHVSRQGHQW
EDQNLQJ�DQG�WKH�XVH�RI�GHSRVLW�PRQH\�LQ�LQWHUEDQN�VHWWOHPHQWV��7KLV�UHSUHVHQWV�D
WUHQG�WKDW�ZLOO�FRQWLQXH��6RPH�EDQNV�WKDW�KDYH�EHHQ�DFWLQJ�DV�TXDVL�FHQWUDO�EDQNV
IRU� VPDOOHU� EDQNV� YLHZ� WKLV� DV� DQ� LQWUXVLRQ� LQ� WKHLU� EXVLQHVV� DUHD��0RVW� EDQNV�
KRZHYHU��ZHOFRPH�WKLV�FHQWUDO�EDQN�RSWLRQ�DV�D�FRPSOHPHQW�WR�WUDGLWLRQDO�FRUUH�
VSRQGHQW� EDQNLQJ�� )URP� WKH� FHQWUDO� EDQN
V� YLHZSRLQW�� WKH� SXUSRVH� LV� WR� UHGXFH
FRXQWHUSDUW\�ULVNV�LQ�FURVV�ERUGHU�SD\PHQWV�

$�FHQWUDO�EDQN�SROLF\�IDYRXULQJ�UHDO�WLPH�JURVV�VHWWOHPHQW��57*6��RI�SD\�
PHQWV�UDWKHU�WKDQ�VHWWOHPHQW�RI�QHW�SRVLWLRQV�LV�DOVR�VRPHWLPHV�YLHZHG�DV�DQ�LQWUX�
VLRQ� LQ� WKH� EXVLQHVV� RI� GHSRVLW� EDQNV�� ,QGHHG�� WKH� SROLF\� SXUVXHG�E\� WKH� FHQWUDO
EDQNV�FDQ�EH�YLHZHG�DV�VXFK�LQ�WZR�UHVSHFWV��)LUVW��WKHUH�LV�WKH�TXHVWLRQ�RI�OLTXLG�
LW\�VHUYLFH��,Q�QHWWLQJ�V\VWHPV��SDUWLFLSDWLQJ�EDQNV�SURYLGH�PRUH�RU�OHVV�LPSOLFLWO\
WKH� QHHGHG� OLTXLGLW\� LQ� EXLOGLQJ� XS� ELODWHUDO� RU�PXOWLODWHUDO� SRVLWLRQV� GXULQJ� WKH
GD\��:LWK� JURVV� VHWWOHPHQW�� WKHUH� PXVW� EH� HQRXJK� OLTXLGLW\� IRU� HDFK� LQGLYLGXDO
WUDQVDFWLRQ��ZKLFK�WKH�FHQWUDO�EDQN�HQVXUHV�E\�SURYLGLQJ�LQWUDGD\�OLTXLGLW\�

&HQWUDO�EDQNV�KDYH�DVVXPHG�WKLV�SRVLWLYH�DWWLWXGH�WR�SURYLVLRQ�RI�LQWUDGD\�OL�
TXLGLW\� EHFDXVH� LW� UHGXFHV� WKH� OLNHOLKRRG� RI� JULGORFN� VLWXDWLRQV��$V� WKH�%DQN� RI
(QJODQG�KDV�UHFHQWO\�SRLQWHG�RXW����WKHUH�LV�D�WHPSWDWLRQ�IRU�EDQNV�WR�GHOD\�PDN�
LQJ� RXWJRLQJ� SD\PHQWV� XQWLO� WKH\� KDYH� UHFHLYHG� LQFRPLQJ� SD\PHQWV�� 7KLV� FDQ
FDXVH�D�SD\PHQWV�JULGORFN��LH�D�VLWXDWLRQ�LQ�ZKLFK�HYHU\RQH�LV�ZDLWLQJ�IRU�LQFRP�
LQJ�SD\PHQWV��%XW�LI�DOO�PDUNHW�SDUWLFLSDQWV�SXUVXH�WKLV�VDPH�EHKDYLRXU�RQ�DQ�LQ�
GLYLGXDO�OHYHO��WKH�UHVXOW�LV�D�ZHOIDUH�ORVV�RQ�WKH�DJJUHJDWH�OHYHO���

6HFRQGO\�� LQ� WKH� HXUR�ZLGH� 57*6� V\VWHP�� DOO� LQVWUXFWLRQV� FRQFHUQLQJ� D
JLYHQ�FXVWRPHU�SD\PHQW�DUH�FKDQQHOOHG�WKURXJK�WKH�FHQWUDO�EDQN�V\VWHP�WRJHWKHU
ZLWK�WKH�LQWHUEDQN�FRYHU��7KH�VDPH�VHUYLFH�LV�SURYLGHG�IRU�GRPHVWLF�57*6�SD\�
PHQWV��,Q�QHWWLQJ�V\VWHPV�FHQWUDO�EDQNV�DUH�QRW�LQ�DQ\�ZD\�LQYROYHG�LQ�WKH�WUDQV�
PLVVLRQ� RI� FXVWRPHU�UHODWHG� LQIRUPDWLRQ�� 7R� WUDQVPLW� WKH� SD\PHQW� LQVWUXFWLRQ
DORQJ�ZLWK�WKH�FRYHU�LV�QRW�QHFHVVDU\��EXW� LQ�RSHUDWLRQDO� WHUPV�WKLV� LV�D�SUDFWLFDO
DUUDQJHPHQW�

7KHVH�DUH�XQGHQLDEO\� IHDWXUHV� WKDW�H[SDQG� WKH�DFWLYLWLHV� LQ�ZKLFK�ERWK�SUL�
YDWH�EDQNV�DQG�FHQWUDO�EDQNV�DUH�DFWLYH��%XW�DV�0U��3DGRD�6FKLRSSD��(&%�ERDUG
PHPEHU��SXWV�LW�� 
LI�ZH�DFFHSW�WKDW�D�ZHOO�FRQVWUXFWHG�PRQHWDU\�DQG�EDQNLQJ�V\V�
WHP�FRPSULVHV�QRW�RQO\�FRPPHUFLDO�EDQNV�EXW�DOVR�D�FHQWUDO�EDQN��WKHQ�ZH�KDYH�WR
DFFHSW�WKDW�WKH\�GR�VRPH�RI�WKH�VDPH�WKLQJV�
���7KH�GHFLVLYH�LVVXH�LV�QRW�ZKDW�EXW
ZK\�WKH�FHQWUDO�EDQN�GRHV�FHUWDLQ�WKLQJV��7KH�RSHUDWLRQV�FRQGXFWHG�E\�WKH�FHQWUDO
EDQN�PXVW�VHUYH�D�SXEOLF�IXQFWLRQ�

)XUWKHUPRUH��WKH�FHQWUDO�EDQNV�VKRXOG�GHVLJQ�WKHLU�SULFLQJ�SROLFLHV�VR�DV�WR
DYRLG�FRPSHWLWLYH�GLVWRUWLRQV�
������������������������������������������������
���%DQN�RI�(QJODQG�)LQDQFLDO�6WDELOLW\�5HYLHZ��1RY�������S������
���$QJHOLQL��������
���3DGRD�6FKLRSSD��������S������



��

���� 0RQHWDU\�VWDELOLW\

,Q� D� SXUH� FRPPRGLW\�PRQH\� V\VWHP�� WKH� VWRFN� RI�PRQH\� LV� H[RJHQRXVO\� GHWHU�
PLQHG�E\�WKH�VXSSO\�RI�WKDW�FRPPRGLW\��7KH�YDOXH�RI�PRQH\�LQ�WHUPV�RI�LWV�SRZHU
WR�SXUFKDVLQJ�RWKHU�JRRGV�LV�GHWHUPLQHG�LQ�WKH�PDUNHW��7KLV�ZDV�VWLOO�YHU\�PXFK
WKH�FDVH�XQGHU�WKH�JROG�VWDQGDUG�ZLWK�GHILQHG�FRQYHUWLELOLW\�EHWZHHQ�SDSHU�PRQH\
DQG� JROG�� 7KH�PRQH\� VWRFN� ZDV� DQFKRUHG� E\� QDWXUDO� UHVRXUFH� FRQVWUDLQWV�� 7KH
DPRXQW�RI�QRWHV�LQ�FLUFXODWLRQ�FRXOG�QRW�ULVH�WRR�PXFK�LQ�UHODWLRQ�WR�WKH�JROG�UH�
VHUYHV��DV�WKLV�ZRXOG�KDYH�MHRSDUGL]HG�WKH�FRQYHUWLELOLW\�DQG�YDOXH�RI�PRQH\��$V
WKH�OLQN�WR�D�FRPPRGLW\�EHFDPH�ZHDNHU�DQG�ZHDNHU�DQG�ILQDOO\�GLVDSSHDUHG��WKH
QHHG�LQFUHDVHG�IRU�VRPH�NLQG�RI�FRQWURO�RI�WKH�VXSSO\�RI�PRQH\�

,Q� PDQ\� FRXQWULHV� WKHUH� ZHUH� OHJDO� UHVWULFWLRQV� RQ� WKH� H[WHQW� WR� ZKLFK� WKH
YDOXH�RI�QRWHV�LQ�FLUFXODWLRQ�ZDV�DOORZHG�WR�H[FHHG�WKH�JROG�UHVHUYHV�RI�WKH�LVVXLQJ
EDQN��7KLV�ZDV�DOVR�WKH�FDVH�LQ�)LQODQG��7KH�DPRXQW�RI�QRWHV�DQG�FRLQ�WKH�%DQN�RI
)LQODQG�FRXOG�LVVXH�ZDV�OLPLWHG�E\�ODZ�WR�D�FHUWDLQ�UDWLR�WR�LWV�JROG�UHVHUYHV��)LQODQG
SURYLGHV�D�JRRG�H[DPSOH�RI�KRZ�QRWH�LVVXH�ZDV�JUDGXDOO\�GHWDFKHG�IURP�D�
QDWXUDO

OLPLWDWLRQ�� ,Q� ����� IRUHLJQ� FODLPV�ZHUH� DOVR� LQFOXGHG� LQ� WKH� QRWH� LVVXH� FRYHUDJH�
/DWHU��LQ�������WKH�OLPLWDWLRQ�RI�PRQH\�LQ�FLUFXODWLRQ�ZDV�H[WHQGHG�WR�GRPHVWLF�ELOOV
PDWXULQJ� LQ� WKUHH�PRQWKV�RU� OHVV��7KLV�H[SOLFLW� OLPLWDWLRQ�RQ�QRWH� LVVXH�ZDV�DEDQ�
GRQHG�RQO\�LQ�WKH�ODWH�����V�ZKHQ�WKH�$FW�RQ�WKH�%DQN�RI�)LQODQG�ZDV�UHYLVHG��%\
WKHQ� WKH� ODVW� ELW� RI� FRPPRGLW\� FRQYHUWLELOLW\� KDG� DOUHDG\� EHHQ� DEROLVKHG�� 7KH
DPRXQW�RI�WKH�PRQH\�VWRFN�KDG�EHFRPH�D�SXUH�SROLF\�PDWWHU�

7KH�FHQWUDO�EDQN�KDV�EHFRPH�WKH�PRQHWDU\�DJHQF\�WKDW�FRQWUROV�WKH�PRQH\
VXSSO\�LQ�RUGHU�WR�HQVXUH�PRQHWDU\�VWDELOLW\��7KDW�WKH�UHVSRQVLELOLW\�IRU�PRQHWDU\
VWDELOLW\�UHVWV�ZLWK�WKH�FHQWUDO�EDQN�LV�QRW�GLVSXWHG��7KH�YHU\�SULYLOHJH�RI�WKH�FHQ�
WUDO� EDQN� WR� LVVXH� 6WDWH�JXDUDQWHHG� �RXWVLGH�� PRQH\� JLYHV� WKH� FHQWUDO� EDQN� WKH
SRZHU�WR�UHJXODWH�WKH�WRWDO�DPRXQW�RI�PRQH\��7KH�PLVVLRQ�RI�WKH�FHQWUDO�EDQN�LV�WR
PDQDJH�WKH�VXSSO\�RI�RXWVLGH�PRQH\�E\�FUHDWLQJ�DQG�DEVRUELQJ�OLTXLGLW\�DQG�YLD
WKH�PXOWLSOLHU�HIIHFW�LQIOXHQFLQJ�WKH�DPRXQW�RI�GHSRVLW�EDQN��LQVLGH��PRQH\��7KH
PRQHWDU\� SROLF\�PLVVLRQ� LV� PRUH� RU� OHVV� E\� GHILQLWLRQ� OLQNHG� WR� WKH� QRWH� LVVXH
SULYLOHJH�JLYHQ�WR�WKH�FHQWUDO�EDQN�

%RWK�UREXVWQHVV�DQG�HIILFLHQF\�RI�WKH�ILQDQFLDO�V\VWHP�DUH�LPSRUWDQW�IRU�WKH
FRQGXFW� RI� PRQHWDU\� SROLF\�� 5HGXFLQJ� V\VWHPLF� ULVN� WR� D� PLQLPXP� DOORZV� WKH
FHQWUDO� EDQN� WR� SXUVXH�PRQHWDU\� SROLF\�ZLWKRXW� QHHGLQJ� WR� FRQVLGHU� V\VWHPDWLF
FRQVHTXHQFHV�RI�UHIXVLQJ�OLTXLGLW\��$QG�ILQDQFLDO�VWDELOLW\�PHDQV�WKHUH�LV�QR�ULVN
WKDW�ZLGHVSUHDG�GLVWXUEDQFHV� LQ� WKH� ILQDQFLDO�PDUNHW�ZRXOG� LQWHUIHUH�ZLWK�PRQH�
WDU\�SROLF\��7KH�OLQNDJHV�EHWZHHQ�PRQHWDU\�DQG�ILQDQFLDO�VWDELOLW\�KDYH�EHHQ�LQ�
FUHDVLQJO\�UHFRJQL]HG��,PSURYLQJ�WKH�HIILFLHQF\�RI�SD\PHQW�V\VWHPV�LQFUHDVHV�WKH
UHVSRQVLYHQHVV� RI� WKH� PRQHWDU\� V\VWHP� WR� WKH� LPSXOVHV� IURP� WKH� FHQWUDO� EDQN�
%RWK� IURP�D� VDIHW\� DQG� HIILFLHQF\�YLHZSRLQW�� WKH� FHQWUDO� EDQN� LV� SULPDULO\� FRQ�
FHUQHG�ZLWK�ODUJH�YDOXH�SD\PHQW�V\VWHPV��ZKLFK�DUH� IXQGDPHQWDO� WR� WKH�FRQGXFW
RI�PRQHWDU\�SROLF\�

���� &RQFOXVLRQV

)URP� WKLV� RQH� FDQ� FRQFOXGH� WKDW� OHJDO� VWLSXODWLRQV�� DSSURSULDWHQHVV� DQG� VWURQJ
FRPSOHPHQWDU\� OLQNV�IRUP�WKH�EDVLV� IRU� WKH�FHQWUDO�EDQN¶V� WKUHH�EDVLF� IXQFWLRQV�
FRQWUROOHU� RI� WKH�PRQH\� VXSSO\�� VHWWOHPHQW� DJHQW�� DQG�PDFURSUXGHQWLDO� VXSHUYL�
VRU�SD\PHQW� V\VWHP� RYHUVHHU�� 7RJHWKHU� WKHVH� FRQVWLWXWH� DQ� LQWHJUDWHG� ZKROH�� ,W
ZRXOG� QRW� EH� SRVVLEOH� WR� OHDYH� RXW� RQH� RI� WKH� IXQFWLRQV�ZLWKRXW� VHULRXVO\� KDP�
SHULQJ�WKH�FRQGXFW�RI�WKH�RWKHU�WZR�



��

�� &KDOOHQJHV�WR�EDQNV¶�ILQDQFLQJ�RSHUDWLRQV
DQG�SD\PHQW�LQWHUPHGLDWLRQ

6R�IDU��,�KDYH�GHVFULEHG�WKH�DFWLYLWLHV�RI�EDQNV�DQG�FHQWUDO�EDQNV�IURP�D�KLVWRULFDO
SHUVSHFWLYH��$�KLVWRULFDO�DSSURDFK�LV�XVHIXO�DV�LW�FOHDUO\�GHPRQVWUDWHV�WKH�SURPL�
QHQW�UROH�WKDW�PDUNHW�IRUFHV�KDYH�KDG�LQ�VKDSLQJ�WKH�DFWLYLWLHV�QRW�RQO\�RI�EDQNV
EXW� DOVR� FHQWUDO�EDQNV��7KHVH� DFWLYLWLHV��ZKLFK� VWLOO� FRQVWLWXWH� WKH�SLOODUV� RI� ERWK
FRPPHUFLDO�EDQNLQJ�DQG�FHQWUDO�EDQNLQJ��DUH�GHHSO\�URRWHG�LQ�KLVWRU\�

%\� SURSHUO\� H[HFXWLQJ� WKHVH� IXQFWLRQV�� WKH� SRWHQWLDO� ULVNV� RI� FRQIOLFWLQJ
JRDOV�FDQ�EH�DYRLGHG��7KH\�FDQ�DOO�EH�JHDUHG�WR�VHUYH�D�FRPPRQ�JRDO��PRQHWDU\
DQG�ILQDQFLDO�VWDELOLW\��ZKLFK�LV�D�SXEOLF�JRRG�

$�KLVWRULFDO�UHYLHZ�DOVR�VKRZV�KRZ�WKH�GHYHORSPHQW�RI�WKH�EDVLF�IXQFWLRQV
RI�FHQWUDO�EDQNV�UHIOHFWV�WKH�HYROXWLRQ�RI�PRQH\�DQG�FRPPHUFLDO�EDQNLQJ��&HQWUDO
EDQN�IXQFWLRQV�KDYH�EHHQ�VKDSHG�LQ�UHVSRQVH�WR�GHYHORSPHQWV�LQ�WKH�PDUNHW�

$QRWKHU� FRQFOXVLRQ�ZH� FDQ� GUDZ� LV� WKDW� WKH� VWUHQJWK� RI� EDQNV� OLHV� LQ� WKH
FRPSOHPHQWDU\�IHDWXUHV�RI�WKHLU�EDVLF�DFWLYLWLHV��,QWHUPHGLDWLRQ�RI�IXQGV�EHWZHHQ
GHSRVLWRUV�DQG�LQYHVWRUV�DQG�EHWZHHQ�SD\HUV�DQG�SD\HHV�FRQVWLWXWHV�D�IXQFWLRQDOO\
LQWHJUDWHG�ZKROH��ZKLFK�LV�WKH�YHU\�HVVHQFH�RI�EDQNLQJ��$OVR�WKH�EDVLF�DFWLYLWLHV�RI
WKH�FHQWUDO�EDQN�DUH�VWURQJO\�LQWHUUHODWHG�DQG�KHQFH�FRPSULVH�D�ORJLFDO�ZKROH�

:KDW�LV�WKH�UHOHYDQFH�RI�WKHVH�EDVLF�IHDWXUHV�WRGD\�ZKHQ�WKH�ILQDQFLDO�VHFWRU
LV�LQ�D�VWDWH�RI�IOX[��$UH�WKH�VWUXFWXUDO�FKDQJHV�ZH�DUH�QRZ�ZLWQHVVLQJ�IXQGDPHQWDO
LQ�WKH�VHQVH�WKDW�WKHUH�LV�UHDVRQ�WR�UHDVVHVV�WKH�EDQNLQJ�ILUP�DQG�WKH�UHODWLRQVKLS
EHWZHHQ�EDQNV�DQG�WKH�FHQWUDO�EDQN��,�EHOLHYH��WKDW�DOWKRXJK�WKH�FKDQJHV�LQ�PDQ\
UHVSHFWV�DUH�IXQGDPHQWDO��WKH\�GR�QRW�UHTXLUH�D�WRWDO�UHYLVLRQ�RI�KRZ�ZH�YLHZ�WKH
EDQNLQJ�ILUP�RU�ZKDW�WKH�FHQWUDO�EDQN�IXQFWLRQV�DUH�LQ�UHODWLRQ�WR�WKH�EDQNV�

���� /HVV�VFRSH�IRU�PDWXULW\�WUDQVIRUPDWLRQ

:KDW�WKHQ�DUH�WKHVH�FKDQJHV"�7KH�PRVW�LPSRUWDQW�RQH�LV�SUREDEO\�WKDW�WKH�EDQNV¶
FRPSHWLWLYH�HQYLURQPHQW�KDV�FKDQJHG�IURP�D�VKHOWHUHG�RQH� WR�D�KLJKO\�FRPSHWL�
WLYH�RQH��7KH�EDQNV�IDFH�LQFUHDVHG�FRPSHWLWLRQ�RQ�ERWK�WKH�DVVHW�DQG�OLDELOLW\�VLGHV
RI�WKH�EDODQFH�VKHHW��DQG�FRPSHWLWLYH�SUHVVXUHV�DUH�FRPLQJ�IURP�ERWK�ZLWKLQ�WKH
VHFWRU� DQG�PRUH� LPSRUWDQWO\� IURP� QRQ�EDQNV�� )LQDQFH� FRPSDQLHV� KDYH� IRU� GHF�
DGHV� EHHQ� LQFUHDVLQJ� WKHLU� VKDUH� RI� EXVLQHVV� DQG� FRQVXPHU� OHQGLQJ�� ,Q� DGGLWLRQ�
WKH�FRPPHUFLDO�SDSHU�DQG�ERQG�PDUNHWV�KDYH�FDSWXUHG�ODUJHU�SLHFHV�RI� WKH�EXVL�
QHVV�FUHGLW�PDUNHW��$VVHW�VHFXULWL]DWLRQ�LPSOLHV�VKLIWV�IURP�EDQN�FUHGLW� WR�FDSLWDO
PDUNHW�OHQGLQJ�

2Q� WKH� OLDELOLW\� VLGH�� LQYHVWPHQW� FRPSDQLHV� DQG� WKHLU� PXWXDO� IXQGV� KDYH
JDLQHG�DQ�HYHU�LQFUHDVLQJ�VKDUH�RI�ZKDW�ZDV� WUDGLWLRQDO�EDQN� IXQGLQJ��&RPSHWL�
WLRQ�KDV�H[WHQGHG�DOVR�WR�SD\PHQW�V\VWHPV��7KH�PRVW�SURPLQHQW��DOWKRXJK�VWLOO�QRW
YHU\� VLJQLILFDQW�� H[DPSOH� LV� WKH� HPHUJHQFH� RI� HOHFWURQLF�PRQH\��7KLV� LV� RI� SDU�
WLFXODU�LQWHUHVW�DV�LW�VLJQLILHV�DQ�LQWUXVLRQ�QRW�RQO\�LQWR�ZKDW�KDV�EHHQ�FRQVLGHUHG
WKH�H[FOXVLYH�EXVLQHVV�RI�WKH�EDQNV�EXW�DOVR�D�PRQRSRO\�RI�WKH�FHQWUDO�EDQN�

$V�D�FRQVHTXHQFH��WKHUH�KDV�EHHQ�D�SUROLIHUDWLRQ�RI�VSHFLDOL]HG�QRQ�EDQN�IL�
QDQFLDO�LQVWLWXWLRQV��,QFUHDVHG�FRPSHWLWLRQ��LQ�WXUQ��LV�SXWWLQJ�JUHDWHU�SUHVVXUHV�RQ
EDQN�SURILWV��IRUFLQJ�EDQNV�WR�FRQVROLGDWH�LQ�VHDUFK�RI�VFDOH�HFRQRPLHV�DQG�WR�LQ�
QRYDWH� DQG�H[SDQG� LQWR� D�EURDGHU� DUUD\� RI� SRWHQWLDOO\� SURILWDEOH� VHUYLFHV�� LQ� WKH
VHDUFK� IRU� QHZ� VFRSH� HFRQRPLHV�� 7KXV�� WKH� OLQHV� EHWZHHQ� EDQNLQJ� DQG� QRQ�
EDQNLQJ�ILUPV�DUH�EOXUULQJ�



��

7KLV� GRHV� QRW� PHDQ� WKDW� WKH� FRPSOHPHQWDU\� IHDWXUHV� RI� WKH� WUDGLWLRQDO
EDQNLQJ�IXQFWLRQV�KDYH�EHFRPH�LUUHOHYDQW��DOWKRXJK�QHZ�WHFKQRORJ\�KDV�UHGXFHG
WKHLU�LPSRUWDQFH��7KH�PRVW�LPSRUWDQW�IDFWRU�EHKLQG�WKH�FRPSOHPHQWDU\�IHDWXUHV�LQ
EDQNV¶� WUDGLWLRQDO� VHUYLFHV� LV� LQIRUPDWLRQ�� 1HZ� WHFKQRORJ\� KDV� GUDPDWLFDOO\� UH�
GXFHG� WKH� FRVWV�RI� LQIRUPDWLRQ�JDWKHULQJ��SURFHVVLQJ� DQG� WUDQVPLVVLRQ�� DQG� WKXV
VKLIWHG�WKH�ERUGHU�OLQH�EHWZHHQ�H[SHQVLYH�SULYDWH�LQIRUPDWLRQ�DQG�SXEOLF�LQIRUPD�
WLRQ�HDVLO\�DYDLODEOH�DW�ORZ�FRVW�

7KLV� KDV� FRQVHTXHQFHV� IRU� WKH� PDWXULW\� WUDQVIRUPDWLRQ� IXQFWLRQ� RI� WKH
EDQNV��7KH�SURYLVLRQ�RI�ORQJ�WHUP�FRUSRUDWH�ORDQV�ILQDQFHG�E\�VKRUW�WHUP�GHSRVLWV
LV�OLNHO\�WR�SOD\�D�OHVV�SURPLQHQW�UROH�LQ�WKH�PRUH�PDUNHW�RULHQWHG�HQYLURQPHQW�RI
WKH�IXWXUH��/DUJH�FRUSRUDWLRQV�ZLOO�EH�DEOH�WR�LQFUHDVLQJO\�UHSODFH�WUDGLWLRQDO�EDQN
OHQGLQJ�ZLWK�FRPPHUFLDO�SDSHU�DQG�RWKHU�LQVWUXPHQWV�VROG�GLUHFWO\�RQ�WKH�PDUNHW�
%XW� OHQGLQJ� WR� VPDOOHU� FRUSRUDWH� FXVWRPHUV� LV� OLNHO\� WR� UHPDLQ� D� ODUJHO\
XQFRQWHVWHG�GRPDLQ�RI�FRPPHUFLDO�EDQNV��/RFDO�SUHVHQFH� LV�D�NH\�FKDUDFWHULVWLF
LQ� WKLV� W\SH� RI� OHQGLQJ�� DQG� WKLV� IHDWXUH� WHQGV� WR� JLYH� EDQNV� FRPSHWLWLYH� DGYDQ�
WDJHV��HYHQ�LQ�WKH�SUHVHQFH�RI�D�PRUH�DFWLYH�ILQDQFLDO�PDUNHW��%DQNV�DUH�DOVR�OLNHO\
WR�SUHVHUYH� WKHLU� UROH�DV� IXQG�SURYLGHUV� IRU�SURMHFWV� WKDW�DUH�SDUWLFXODUO\�GLIILFXOW
EHFDXVH�RI�SUREOHPV�RI� DV\PPHWULF� LQIRUPDWLRQ��7KH� SURYLVLRQ� RI� OLTXLGLW\�ZLOO
DOVR�UHPDLQ�DQ�LPSRUWDQW�IXQFWLRQ�RI�EDQNV����7KH�EXVLQHVV�DUHD�LQ�ZKLFK�SULYDWH
LQIRUPDWLRQ�EHVWRZV�D�FRPSHWLWLYH�HGJH�KDV�VKUXQN�EXW�QRW�GLVDSSHDUHG�

���� (URVLRQ�RI�WKH�EDQNV¶�SRVLWLRQ�LQ�SD\PHQW
LQWHUPHGLDWLRQ"

������ $OWHUQDWLYHV�WR�GHSRVLW�PRQH\

%DQNV�H[HFXWH�SD\PHQW� LQVWUXFWLRQV� WKH\�KDYH� UHFHLYHG� IURP� WKHLU�FXVWRPHUV�E\
WUDQVIHUULQJ�GHSRVLW�PRQH\�IURP�SD\HU¶V�DFFRXQW�WR�SD\HH¶V�DFFRXQW��&RQFHSWXDOO\
WKH�SD\PHQW� WUDQVDFWLRQ� FRQVLVWV�RI� WZR�FRPSRQHQWV��2QH� LV� WKH�PHGLXP�RI� H[�
FKDQJH��LH�ZHDOWK�LQ�WKH�IRUP�RI�D�GHSRVLW��7KH�RWKHU�LV�D�WHFKQLFDO�LQIUDVWUXFWXUH
IRU� UHJLVWHULQJ� WKH�GHSRVLWV� LQ�ERRN�HQWU\� IRUP� DQG� IRU� FDUU\LQJ� RXW� WKH� DFFRXQW
WUDQVIHUV� IRU� VHWWOLQJ� WKH� LQWHUEDQN� GHELW� DQG� FUHGLW� SRVLWLRQV� UHVXOWLQJ� IURP� WKH
WUDQVDFWLRQ�

$V� WR� WKH� RSHUDWLRQDO�WHFKQLFDO� UHTXLUHPHQWV�� WKH� SURYLVLRQ� RI� SD\PHQW
WUDQVPLVVLRQ� VHUYLFHV� LV� QRW� UHVWULFWHG� WR� EDQNV�� DOEHLW� WKH� WKUHVKROG� IRU� HQWHULQJ
WKH�EXVLQHVV�PD\�EH�KLJK�GXH�WR�KLJK�IL[HG�FDSLWDO�FRVWV��7KH�WHFKQLFDO�VROXWLRQV
WKHPVHOYHV� DUH� DYDLODEOH� WR� HYHU\RQH�� %XW� KRZ� DERXW� WKH� RWKHU� FRPSRQHQW�� WKH
ZHDOWK� FRPSRQHQW"�$UH� WKHUH� YLDEOH� DOWHUQDWLYHV� WR� EDQN� GHSRVLWV� WKDW� FRXOG� EH
XVHG�DV�D�PHGLXP�RI�H[FKDQJH"

:KHUHDV�XQWLO�TXLWH�UHFHQWO\��EDQN�GHSRVLWV�GRPLQDWHG�KRXVHKROG�SRUWIROLRV
RI�ILQDQFLDO�DVVHWV��WKDW�ZLOO�QRW�EH�WKH�FDVH�LQ�WKH�IXWXUH��7KH�VKLIW�RI�KRXVHKROG
VDYLQJV�IURP�EDQN�GHSRVLWV�WR�WKH�FDSLWDO�PDUNHW�GLUHFWO\�DQG�HVSHFLDOO\�LQGLUHFWO\
YLD�PXWXDO�IXQGV��LV�WR�EH�FRQVLGHUHG�D�SHUPDQHQW�VWUXFWXUDO�VKLIW�WKDW�KDV�LQ�PDQ\
FRXQWULHV� RQO\� EHJXQ�� ,Q� )LQODQG� WKH� VKDUH� RI� GHSRVLWV� RI� KRXVHKROGV¶� ILQDQFLDO
DVVHWV�KDV�GLPLQLVKHG�IURP�WKUHH�TXDUWHUV�WR�RQH�KDOI�LQ�WHQ�\HDUV�

������������������������������������������������
���6HH�'DQWKLQH�HW�DO��������
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,Q� SULQFLSOH�� DQ\� IRUP� RI�ZHDOWK� IRU�ZKLFK� WKHUH� LV� DQ� DFFRXQWLQJ� V\VWHP
EDVHG�RQ�ERRNNHHSLQJ�HQWULHV�FRXOG�EH�XVHG��7R�EHFRPH�D�SURSHU�PHGLXP�RI�H[�
FKDQJH��LW�PXVW�KRZHYHU�EHFRPH�JHQHUDOO\�DFFHSWHG��7KHUHIRUH��RQH�UHTXLUHPHQW
LV�VDIHW\��DQRWKHU�LV�HFRQRPLF�IHDVLELOLW\�DQG�D�WKLUG�LV�GLYLVLELOLW\�

������ 0XWXDO�IXQGV

,Q�UHFHQW�\HDUV�WKHUH�KDYH�EHHQ�D�QXPEHU�RI�SDSHUV��� VSHFXODWLQJ� LQ� WKH�SRVVLEOH
UROH�RI�PXWXDO� IXQGV� LQ� WKH� WUDQVPLVVLRQ�RI�SD\PHQWV�� ,Q�SDUWLFXODU�� UHIHUHQFH� LV
PDGH�WR�WKH�86�PDUNHW�ZKHUH�PXWXDO�IXQGV�KDYH�JURZQ�LQ�LPSRUWDQFH�VLQFH�WKH
����V��DQG�ZKHUH�LQYHVWRUV�LQ�PXWXDO�IXQGV�FDQ�ZULWH� 
FKHTXHV
�DJDLQVW�WKHLU�PX�
WXDO�IXQG�DFFRXQWV��6RPH�ZULWHUV�H[SHFW�FRPPHUFLDO�EDQNV�WR�EHFRPH�REVROHWH�LQ
WKLV� ILHOG� DQG� WKDW� WKH�PXWXDO� IXQGV�ZLOO� WDNH� RYHU� DV� SURYLGHUV� RI� OLTXLGLW\� DQG
SD\PHQW� VHUYLFHV��7KLV�ZRXOG� LQGHHG�SRVH� D� WKUHDW� WR�FRUH�EDQNLQJ��/HW�XV� ORRN
PRUH�FORVHO\�DW�PXWXDO�IXQGV�DQG�WKH�SD\PHQW�VHUYLFHV�WKH\�FDQ�RIIHU�FRPSDUHG�WR
WKRVH�SURYLGHG�E\�EDQNV�

$� PXWXDO� IXQG� LV� D� FRPSDQ\� WKDW� LQYHVWV� RQ� EHKDOI� RI� XQLW� KROGHUV� ZLWK
VLPLODU� ILQDQFLDO� JRDOV�� (DFK�PXWXDO� IXQG� XQLW� KROGHU� RZQV� D� SHUFHQWDJH� RI� WKH
SRUWIROLR�FUHDWHG�DQG�PDQDJHG�E\� WKH�IXQG�PDQDJHU��%RWK� WKH� DVVHW�DQG� OLDELOLW\
VLGHV�RI�D�PXWXDO�IXQG�DUH�IXQGDPHQWDOO\�GLIIHUHQW�IURP�WKH�DVVHWV�DQG�OLDELOLWLHV
RI�D�EDQN��7KH�DVVHWV�FRQVLVW�RI�PDUNHWDEOH�FODLPV��LQFOXGLQJ�HTXLW\��ERQGV��FRP�
PHUFLDO�SDSHU�DQG�PRQH\�PDUNHW�LQVWUXPHQWV��2Q�WKH�OLDELOLW\�VLGH��WKH�GHSRVLWV�RI
D�PXWXDO� IXQG� UHSUHVHQW� D� FODLP�RQ� WKH� DVVHW�SRUWIROLR�KHOG� E\� WKH�PXWXDO� IXQG�
7KH�GHSRVLWRUV�KROG�D�GLUHFW� FODLP�RQ� WKH� DVVHWV�RI� WKH� LQWHUPHGLDU\��7KH� UHWXUQ
WKH\�HDUQ�LV�WLHG�WR�WKH�SHUIRUPDQFH�RI�WKH�XQGHUO\LQJ�SRUWIROLR��&RQVHTXHQWO\�WKH
XQLW�KROGHU�GHSRVLWRUV�GR�QRW�UHFHLYH�D�SUHGHWHUPLQHG�LQWHUHVW�SD\PHQW��7KH�UHWXUQ
LV�PDUNHW�UHODWHG�DQG�VR�LV�WKH�YDOXH�RI�WKH�FODLPV��,Q�RWKHU�ZRUGV��WKH�YDOXH�RI�WKH
PXWXDO�IXQG�OLDELOLWLHV�IOXFWXDWHV�GHSHQGLQJ�RQ�WKH�ZRUWK�RI�WKH�XQGHUO\LQJ�DVVHWV�

6LQFH�WKH�OLDELOLWLHV�RI�WKH�PXWXDO�IXQG�EDQN�DUH�SUHFLVHO\�FODLPV�RQ�WKH�XQ�
GHUO\LQJ�DVVHWV��D�FKDQJH�LQ�YDOXH�LV�UHIOHFWHG�LPPHGLDWHO\�LQ�D�FKDQJH�LQ�WKH�SULFH
RI�D�PXWXDO�IXQG�XQLW��7KHUHIRUH��LW�LV�DUJXHG�WKDW�GHSRVLWRU\�LQVWLWXWLRQV�RUJDQL]HG
RQ� WKH�PXWXDO� IXQG� SULQFLSOH� FDQQRW�� LQ� FRQWUDVW� WR� WUDGLWLRQDO� EDQNV�� IDLO� LI� WKH
YDOXH�RI�WKHLU�DVVHWV�GHFOLQHV�

2YHU�WKH�ODVW�GHFDGH��D�ODUJH�DQG�JURZLQJ�ERG\�RI�WKHRUHWLFDO�OLWHUDWXUH�KDV
IRFXVHG�RQ�WKH�SUREOHP�RI�RSWLPDO�ILQDQFLDO�LQVWLWXWLRQV�DQG�WKHLU�UHJXODWLRQ��:LWK
WKH� H[SHULHQFH� RI� UHFHQW� EDQNLQJ� FULVHV� DQG� UHJXODWRU\� IDLOXUHV�� WKHUH� KDV� EHHQ
JURZLQJ� LQWHUHVW� LQ�ZKDW�DUH�XVXDOO\�FDOOHG� 
QDUURZ�EDQNV
�� 
����SHU�FHQW� UHVHUYH
EDQNV
�RU� 
FROODWHUDOL]HG�EDQNV
����0XWXDO� IXQGV�UHSUHVHQW�RQH�YDULDQW�RI� WKH� 
QDU�
URZ�EDQN
�FRQFHSW��%XW�GXH� WR� WKH�HTXLW\�QDWXUH�RI� WKHLU� OLDELOLWLHV��PXWXDO� IXQGV
UHDOL]H� JDLQV� IURP� WUDGH� UHVXOWLQJ� IURP� WKH� WUDQVIRUPDWLRQ� RI� LOOLTXLG� DVVHWV� LQWR
OLTXLG�OLDELOLWLHV�WKDW�FDQ�EH�XVHG�IRU�WUDQVDFWLRQ�SXUSRVHV�

0DQ\� VHH� PXWXDO� IXQGV� DV� HVVHQWLDO� FRPSRQHQWV� LQ� DFKLHYLQJ� D� ILQDQFLDO
PDUNHWV�VWUXFWXUH�WKDW�LV�HIILFLHQW�LQ�WKH�LQWHUPHGLDWLRQ�RI�ERWK�ILQDQFLQJ�DQG�SD\�
PHQWV�ZLWKRXW�WKH�V\VWHPLF�LQVWDELOLW\�LQKHUHQW� LQ�EDQNLQJ�� ,Q�WKLV�YLHZ��FRQYHQ�
WLRQDO�EDQNLQJ�VKRXOG�EH�VSOLW�XS�LQWR�PXWXDO�IXQGV�RU�VRPH�RWKHU�IRUP�RI�QDUURZ
������������������������������������������������
��� 6HH� HJ� 6FRWW� �������� +DUSHU� �������� *XS� �������� 0LOOHU� �������� 6FKPLGW� �������� 6FKDQ]H
��������.UXHJHU���������&RZHQ�HW�DO��������
���,W�LV�LQWHUHVWLQJ�WKDW�WKH�ODVW�WLPH�HFRQRPLVWV�DGYRFDWHG�QDUURZ�EDQNLQJ�ZDV�DIWHU�WKH�EDQN�IDLOX�
UHV�LQ�WKH�����V�



��

EDQNLQJ��RQ� WKH�RQH�KDQG��DQG� ILQDQFH�FRPSDQLHV�DQG�RWKHU� ILQDQFLDO� LQWHUPHGL�
DULHV�� RQ� WKH� RWKHU�� 7KH� ILQDQFH� FRPSDQLHV� DQG� RWKHU� ILQDQFLDO� LQWHUPHGLDULHV
ZRXOG� IXQG� WKHPVHOYHV� LQ� WKH� SXEOLF� VHFXULWLHV�PDUNHWV� UDWKHU� WKDQ� YLD� GHPDQG
GHSRVLWV��&ODLPV�RQ�PXWXDO�IXQGV��UDWKHU�WKDQ�EDQN�GHSRVLWV��ZRXOG�EH�WKH�YHKLFOH
IRU�SD\PHQWV�LQWHUPHGLDWLRQ��,Q�WKLV�PRGHO��SD\PHQW�DQG�ORDQ�VHUYLFHV�ZRXOG�EH
VHSDUDWHG��WKXV�VLJQLI\LQJ�D�IXQGDPHQWDO�EUHDN�ZLWK�FRQYHQWLRQDO�EDQNV�

7KLV� OHDGV� XV� WR� DVN� 
$UH� EDQNV� GHDG"�2U� DUH� WKH� UHSRUWV� JUHDWO\� H[DJJHU�
DWHG
����,Q�P\�YLHZ��LPSURYHG�LQYHVWPHQW�RSSRUWXQLWLHV�DQG�DGYDQFHV�LQ�LQIRUPD�
WLRQ�WHFKQRORJ\�HQDEOH�PXWXDO�IXQGV�WR�SOD\�D�QRWHZRUWK\�UROH�LQ�FRPELQLQJ�VDY�
LQJV�DQG�OLTXLGLW\�VHUYLFHV��%XW�PDQ\�RI�WKH�FRQFOXVLRQV�WKDW�KDYH�EHHQ�SUHVHQWHG
VHHP� WR� EH� WRR� VWUDLJKWIRUZDUG��2QH�KDV� WR� ORRN� FORVHO\� DW� WKH� SD\PHQW� VHUYLFH
RIIHUHG�E\�WKH�PXWXDO�IXQG�DQG�WU\�WR�DVVHVV� WKH�FRPSHWLWLYHQHVV�RI�PXWXDO� IXQG
SD\PHQW�VHUYLFHV�UHODWLYH�WR�EDQN�SD\PHQW�VHUYLFHV�

0XWXDO�IXQGV�SUHVHQWO\�RIIHULQJ�SD\PHQW�VHUYLFHV�DOORZ�RQH�WR�GUDZ�RQ�WKH
IXQG�� LH� WR�ZULWH� 
FKHTXHV
� DJDLQVW�KLV� DFFRXQW� DW� WKH� IXQG� LQ� IDYRXU� RI� D� QDPHG
WKLUG�SDUW\��%XW��WR�P\�NQRZOHGJH��WKHVH�DUH�GUDIWV�SD\DEOH�WKURXJK�D�FRPPHUFLDO
EDQN�DW�ZKLFK�WKH�IXQG�PDLQWDLQV�DQ�DFFRXQW��:KDW�WKH�IXQG�GRHV�LV�WR�RSHUDWH�D
FKHTXLQJ�DFFRXQW�ZLWK�D�EDQN�DQG�DOORZ�LWV�VKDUHKROGHUV�WR�ZULWH�FKHTXHV�RQ�WKDW
DFFRXQW�� VXEVHTXHQWO\� GHELWLQJ� WKH� FXVWRPHU¶V� PXWXDO� IXQG� DFFRXQW� E\� WKH� SDU
YDOXH�RI�HDFK�FKHTXH�

7UXH�� WKH� IXQG� SURYLGHV� D� SD\PHQW� VHUYLFH��%XW� LW� LV� QRW� WKH� FDVH� WKDW� WKH
IXQG�XQLWV�VHUYH�DV�WKH�PHGLXP�RI�H[FKDQJH��7KH�PHGLXP�RI�H[FKDQJH�LV�VWLOO�GH�
SRVLW�PRQH\��'HSRVLW�PRQH\� LV� WUDQVIHUUHG� IURP�SD\HU� WR� SD\HH�� )XQG� XQLWV� DUH
RQO\�XVHG�DV�D�VDYLQJV�LQVWUXPHQW��SDUW�RI�ZKLFK�LV�WUDQVIRUPHG�LQWR�PRQH\��$Q\
IRUP�RI�ZHDOWK�FRXOG�EH�XVHG�LQ�WKLV�ZD\��:KDW�WKH�IXQG�SURYLGHV�LV�DQ�HIILFLHQW
DQG�SUDFWLFDO�ZD\�WR�WUDQVIRUP�SURGXFWLYH�LOOLTXLG�DVVHWV�LQWR�GHSRVLW�PRQH\��7KXV
WKH\�RIIHU�D�XVHIXO�OLQN�EHWZHHQ�WZR�DFWLYLWLHV���LQYHVWPHQW�DQG�SD\PHQW���EXW�QRW
D�QHZ�PHGLXP�RI�H[FKDQJH�

)XQG�VKDUHV�EHFRPH�D�PHGLXP�RI�H[FKDQJH�RQO\�LI�WKH�XQLWV�WKHPVHOYHV�DUH
WUDQVIHUUHG�EHWZHHQ�DFFRXQWV�DW�WKH�IXQG��7KH�SD\HH�ZRXOG�KDYH�WR�EH�ZLOOLQJ�WR
DFFHSW�D�FHUWDLQ�QXPEHU�RI�XQLWV�LQ�WKH�IXQG�DV�VHWWOHPHQW�RI�D�SD\PHQW�REOLJDWLRQ�
2QO\� WKHQ�ZRXOG�ZH� KDYH� WUXH� 
SRUWIROLR�PRQH\
�� 7KHUH� DUH� SUREDEO\� QR� LQVXU�
PRXQWDEOH� WHFKQLFDO� REVWDFOHV� WR� HVWDEOLVKPHQW� RI� D� SRUWIROLR� PRQH\� V\VWHP�
:LWKRXW�WU\LQJ�WR�H[SORUH�PRUH�FORVHO\�WKH�WHFKQLFDO�UHTXLUHPHQWV��,�RQO\�UHIHU�WR
WKH� VRSKLVWLFDWHG� WHFKQLTXHV� XVHG� IRU� VHFXULWLHV� VHWWOHPHQW� LQ� ERRN�HQWU\� IRUP�
5DWKHU�� WKHUH�DUH�D�QXPEHU�RI�RWKHU� IDFWRUV��ZKLFK�DUH�PRUH� FULWLFDO� LQ�DVVHVVLQJ
WKH�SURVSHFWV�IRU�PXWXDO�IXQG�W\SH�DVVHWV�EHFRPLQJ�D�SURSHU�PHGLXP�RI�H[FKDQJH�

)LUVW�ZH�KDYH�D�
SUDFWLFDO
�TXHVWLRQ�FRQFHUQLQJ�FOHDULQJ��-XVW�DV�D�PRQR�EDQN
V\VWHP�LV�QRW�D�UHDOLVWLF�DOWHUQDWLYH��WKHUH�VKRXOG�EH�D�QXPEHU�RI�IXQGV�PDNLQJ�XS
WKH� SRUWIROLR� PRQH\� V\VWHP�� $QG� WKHVH� IXQGV� VKRXOG� KDYH� D� FOHDULQJ� V\VWHP
ZKHUHE\� WKH\� FRXOG� VHWWOH� WKHLU� LQWHUIXQG� REOLJDWLRQV�� 7KHQ� FXVWRPHUV� ZLWK� DF�
FRXQWV�LQ�GLIIHUHQW�IXQGV�FRXOG�SDUWLFLSDWH�LQ�WKH�V\VWHP�

7KH�FHQWUDO�SDUW\�RI�WKH�FOHDULQJ�V\VWHP�VKRXOG�LWVHOI�EH�D�PXWXDO�IXQG�LI�WKH
V\VWHP�LV�WR�EH�D�IXOO\�IOHGJHG�SRUWIROLR�PRQH\�V\VWHP��7KHQ�WKH�LQGLYLGXDO�IXQGV
ZRXOG�KROG�FOHDULQJ�DFFRXQWV�DW�WKH�FHQWUDO�IXQG��ZKLFK�ZRXOG�LQ�WXUQ�KROG�D�SRUW�
IROLR�RI�WUDGHG�VHFXULWLHV��)LQDO�VHWWOHPHQW�RI�SD\PHQWV�REOLJDWLRQV�DPRQJ�PXWXDO
IXQGV�ZRXOG�LQYROYH�DGMXVWPHQWV�LQ�WKHLU�DFFRXQWV�DW�WKH�FHQWUDO�IXQG��,Q�ZKDW�KDV

������������������������������������������������
���5HIHUULQJ�WR�WKH�IDPRXV�TXRWH�E\�0DUN�7ZDLQ��%R\G�DQG�*HUWOHU��������ZURWH�D�SDSHU�ZLWK�WKLV
WLWOH�
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EHHQ� FDOOHG� WKH� 1HZ� 0RQHWDU\� (FRQRPLFV���� ILQDQFLDO� PDUNHWV� DUH� WKRXJKW� WR
UHDFK�D�VWDWH�RI�HIILFLHQF\� WKDW�ZRXOG�DOORZ�SHRSOH�WR�GLVSHQVH�ZLWK�PRQH\��$F�
FRUGLQJ�WR�WKLV� OLQH�RI� WKRXJKW��GHYHORSPHQW�OHDGV�WR�D�EDUWHU�V\VWHP�RI�D�KLJKHU
RUGHU��LQVWHDG�RI�FRQYHQWLRQDO�PRQH\��JRRGV�RU�DVVHWV�DUH�XVHG�IRU�SD\PHQWV��3UR�
SRQHQWV� RI� WKH� 1HZ�0RQHWDU\� (FRQRPLFV� FODLP� WKDW� WKLV� VRSKLVWLFDWHG� W\SH� RI
EDUWHU�FDQ�EH�PRUH�HIILFLHQW�LQ�D�ORZ�WUDQVDFWLRQ�FRVW�HQYLURQPHQW�WKDQ�PRQHWDU\
H[FKDQJH��7KH�PXWXDO� IXQG� LV�YLHZHG�DV� WKH�PRVW�SURPLVLQJ�PHDQV�RI� UHDOL]LQJ
WKLV�VFHQDULR�

$�K\EULG�YHUVLRQ�ZRXOG� DOORZ� WKH�PXWXDO� IXQGV� WR� KDYH� FOHDULQJ� DFFRXQWV
ZLWK� WKH� FHQWUDO� EDQN� MXVW� DV� EDQNV� GR�� 7KHQ� WKH� XOWLPDWH� PHDQV� RI� VHWWOHPHQW
ZRXOG�KRZHYHU�EH�D�GUDIW�RQ�WKH�FHQWUDO�EDQN�UDWKHU�WKDQ�PXWXDO�IXQG�XQLWV�

7KH�SRUWIROLR�PRQH\�RSWLRQ�UDLVHV�IXQGDPHQWDO�TXHVWLRQV�FRQFHUQLQJ�WKH�HV�
VHQFH�RI�PRQH\��,Q�FRQWUDVW�WR�EDQN�GHSRVLWV��PXWXDO�IXQG�XQLWV��DV�ZH�KDYH�VHHQ�
DUH�QRW�H[SUHVVHG�LQ�IL[HG�QRPLQDO�YDOXHV��7KH�YDOXH�RI�D�PXWXDO�IXQG�XQLW�LV�PDU�
NHW�UHODWHG��7KH�SD\HH�UHFHLYHV�ZHDOWK�WKH�SXUFKDVLQJ�SRZHU�RI�ZKLFK�GHSHQGV�RQ
WKH� PDUNHW� YDOXH� RI� WKH� PXWXDO� IXQG� SRUWIROLR�� $QG�� DV� ZH� KDYH� UHFHQWO\� ZLW�
QHVVHG��WKH�PDUNHW�YDOXH�FDQ�YDU\�VXEVWDQWLDOO\�IURP�GD\�WR�GD\��HYHQ�LQ�WLPHV�RI
UHODWLYHO\� VWDEOH� HFRQRPLF� FRQGLWLRQV�� )XUWKHUPRUH�� WKH�PHGLXP� RI� H[FKDQJH� LV
GLVFRQQHFWHG�IURP�WKH�XQLW�RI�DFFRXQW��:KDW�KDSSHQV� WR� WKH�QRWLRQ�RI�PRQH\� LQ
VXFK�D�V\VWHP��ZKHUH�WKH�YDOXH�RI�WKH�XOWLPDWH�PHDQV�RI�VHWWOHPHQW�FDQ�IOXFWXDWH
LQ�WHUPV�RI�VRPH�QXPHUDLUH�JRRG�RU�EDVNHW�RI�JRRGV��LH�ZKHUH�WKH�VHFXULWLHV�XVHG
WR�VHWWOH�GHEWV�GR�QRW�KDYH�IL[HG�SDU�YDOXHV�LQ�WHUPV�RI�WKH�XQLW�RI�DFFRXQW"

,Q�WKH�H[WUHPH�FDVH��WKHUH�ZRXOG�EH�QR�FHQWUDO�EDQN�DQG�QR�RXWVLGH�PRQH\�LQ
WKLV�QHZ�ZRUOG�YLVXDOL]HG�E\�WKH�SURSRQHQWV�RI�WKH�1HZ�0RQHWDU\�(FRQRPLFV��$
XQLW�RI�DFFRXQW�ZRXOG�QHYHUWKHOHVV�EH�XVHIXO�LQ�WHUPV�RI�HIILFLHQF\��0RVW�DXWKRUV
LQ�WKLV�ILHOG�PDLQWDLQ�WKDW�D�VLQJOH�XQLW�RI�DFFRXQW�ZRXOG�EH�GHVLUDEOH��EXW�DOPRVW
DQ\WKLQJ�FRXOG�VHUYH�DV�VXFK��HYHQ�D�SXUHO\�DEVWUDFW�XQLW�WKDW�LV�QRW�FRQYHUWLEOH�WR
DQ\�JRRGV�RU�DVVHWV�

,Q� ERWK� WKH� ROG� FRPPRGLW\�PRQH\� V\VWHP� DQG� WKH� SUHVHQW� GHSRVLW�PRQH\
V\VWHP��WKH�PHGLXP�RI�H[FKDQJH�LV�VLPXOWDQHRXVO\�WKH�XQLW�RI�DFFRXQW��LH�WKH�QX�
PHUDLUH��%DVLF�IHDWXUHV�H[SODLQLQJ�WKH�VXFFHVV�RI�GHSRVLW�PRQH\�DUH�KRPRJHQHLW\
DQG�D�IL[HG�H[FKDQJH�UDWH�YV�FHQWUDO�EDQN�PRQH\��%RWK�IHDWXUHV�DUH�UHOHYDQW�IURP
WKH� HIILFLHQF\� SHUVSHFWLYH�� DV� WKH\� UHGXFH� WUDQVDFWLRQ� FRVWV�� 7HFKQRORJLFDO� DG�
YDQFHV�GLUHFWO\�DIIHFW�RQO\�D�SDUW�RI�WKH�WUDQVDFWLRQ�FRVWV�

���� )DFWRUV�IDYRXULQJ�WKH�EDQNV¶�SRVLWLRQ
LQ�SD\PHQW�LQWHUPHGLDWLRQ

3URSRQHQWV�RI�WKH�1HZ�0RQHWDU\�6FKRRO�FODLP��LQ�HVVHQFH��WKDW�UHGXFLQJ�WUDQVDF�
WLRQ�FRVWV�VXIILFLHQWO\�PDNHV�D�FRPPRQ�PHDQV�RI�SD\PHQW�VXSHUIOXRXV��1RW�HYH�
U\RQH� LV� ZLOOLQJ� WR� DFFHSW� WKLV�� ,Q� D� UHFHQW� SDSHU� .UXHJHU� ������� DUJXHV� WKDW� D
FRPPRQ��VWDQGDUGL]HG�PHGLXP�RI�H[FKDQJH�ZLOO�DOVR�EH�XVHG�LQ�D�ORZ�WUDQVDFWLRQ
FRVW�HQYLURQPHQW��+LV�DUJXPHQWV�DUH�EDVHG�RQ�QHWZRUN�HIIHFWV��RQ�WKH�RQH�KDQG�
DQG�WKH�EHQHILWV�RI�XVLQJ�D�FRPPRQ�PHGLXP�RI�H[FKDQJH��RQ�WKH�RWKHU�

������������������������������������������������
���7KH�WHUP�ZDV�ILUVW�XVHG�E\�5REHUW�+DOO��������
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������ 1HWZRUN�HIIHFWV�±�D�EDUULHU�WR�LQQRYDWLRQV

7HFKQRORJ\�UHDGLO\�JLYHV�ULVH�WR�QHWZRUN�HIIHFWV��LH�D�VLWXDWLRQ�LQ�ZKLFK�WKH�XWLOLW\
D�FRQVXPHU�GHULYHV�IURP�XVLQJ�D�SDUWLFXODU�QHWZRUN� LV�D�SRVLWLYH�IXQFWLRQ�RI� WKH
VL]H�RI�WKH�QHWZRUN��,Q�PDQ\�FDVHV��
WKH�VL]H�RI�WKH�QHWZRUN
�FDQ�EH�DSSUR[LPDWHG
E\�WKH�QXPEHU�RI�XVHUV��.UXHJHU�SRLQWV�RXW�WKDW�PRQH\�FDQ�DOVR�EH�LQWHUSUHWHG�DV�D
QHWZRUN�±�D�SD\PHQW�QHWZRUN��3UHYLRXVO\�WKH�ZRUG� 
FRQYHQLHQFH
�ZDV�RIWHQ�XVHG
WR�GHSLFW�WKH�VDPH�WKLQJ�

7KLV� YLHZ� VWUHVVHV� WKH� LPSRUWDQFH� RI� JHQHUDO� DFFHSWDELOLW\�� :KDW� PDNHV
PRQH\�DFFHSWHG�WR�DQ�LQGLYLGXDO�LV�WKH�EHOLHI�RU�H[SHULHQFH�WKDW�LW�ZLOO�EH�DFFHSWHG
DOVR�E\�RWKHUV��7KLV�PHDQV�WKDW�WKHUH�LV�D�EDUULHU�FRPSOLFDWLQJ�DQ\�VZLWFK�WR�D�GLI�
IHUHQW�NLQG�RI�PRQH\��$�VZLWFK�FDQ�EH�EURXJKW�DERXW�RQO\�E\�D�FRRUGLQDWHG�DQG
VLPXOWDQHRXV�HIIRUW�E\�DOO�RU�D�ODUJH�QXPEHU�RI�PRQH\�XVHUV�

7KLV�GRHV�QRW�PHDQ� WKDW�\RX� FDQQRW�KDYH� VHYHUDO� FRPSHWLQJ�PHGLD� RI� H[�
FKDQJH�LQ�WKH�VDPH�FXUUHQF\�DUHD��:H�KDYH�LQ�IDFW�FDVK�DQG�GHSRVLW�PRQH\�FLUFX�
ODWLQJ�VLGH�E\�VLGH��%XW��ZKDW� LV�VLJQLILFDQW� LV� WKDW� WKHVH� WZR� W\SHV�RI�PRQH\�DUH
OLQNHG�E\�D�IL[HG�H[FKDQJH�UDWH�RI�����DQG�DUH�SHUIHFWO\�FRQYHUWLEOH��7KHUH�LV�QR
UHDVRQ�ZK\�WKH\�FRXOG�QRW�FRH[LVW��.UXHJHU�GUDZV�WKH�FRQFOXVLRQ�WKDW� WR�EH�VXF�
FHVVIXO� WKH� LVVXHU�RI�D�QHZ� W\SH�RI�PRQH\�VKRXOG� OLQN�XS�ZLWK� WKH�H[LVWLQJ�SD\�
PHQW�V\VWHP�E\�XVLQJ�D�����H[FKDQJH�UDWH�DQG�SOHGJLQJ�IXOO�FRQYHUWLELOLW\��7KLV�LV
RQH�UHDVRQ�ZK\�LW�LV�RI�FULWLFDO�LPSRUWDQFH�WKDW�H�PRQH\�EH�PDGH�IXOO\�FRQYHUWLEOH
LQWR�FDVK�DQG�GHSRVLW�PRQH\�

7KH�H[LVWHQFH�RI�QHWZRUN�HIIHFWV�FRPSOLFDWHV�D�VPRRWK�HYROXWLRQDU\�SURFHVV
WRZDUG�PXWXDO�IXQG�DQG�RWKHU�PHGLD�RI�H[FKDQJH�ZLWK�IOXFWXDWLQJ�PDUNHW�SULFHV�
7KLV�RI�FRXUVH�GRHV�QRW�PHDQ�WKDW�WKHUH�FRXOG�QRW�EH�D�VKLIW�WR�SRUWIROLR�PRQH\�LI
WKH� EHQHILWV�ZHUH� VXIILFLHQWO\� JUHDW� DQG� WKH� VKLIW� FRXOG� EH� DFFRPSOLVKHG� LQ� RQH
FRRUGLQDWHG�PRYH��SRVVLEO\�ZLWK�WKH�KHOS�RI�WKH�DXWKRULWLHV��%XW��DUH�WKH�EHQHILWV
RI�SRUWIROLR�PRQH\�WKDW�PXFK�VXSHULRU�WR�FDVK�DQG�GHSRVLW�PRQH\"�.UXHJHU�GRXEWV
LW��+H� GUDZV� DWWHQWLRQ� WR� WKH� FRVW� EHQHILWV� RI� KDYLQJ� D� FRPPRQ�PHGLXP� RI� H[�
FKDQJH�DQG�XQLW�RI�DFFRXQW�

������ $�FRPPRQ�PHGLXP�RI�H[FKDQJH�ORZHUV
WUDQVDFWLRQ�FRVWV

,Q� D�:DOUDVLDQ�JHQHUDO�HTXLOLEULXP�IUDPHZRUN��DQ\� DPRXQW�RI� D�SDUWLFXODU� DVVHW
FRXOG�EH�H[FKDQJHG�DJDLQVW�DQRWKHU�DVVHW�DW�WKH�FXUUHQW�PDUNHW�SULFH�ZLWKRXW�DQ\
WUDQVDFWLRQ�FRVWV��%XW��DOWKRXJK�WHFKQRORJ\�KDV�JUHDWO\�UHGXFHG�WUDQVDFWLRQ�FRVWV�
WKHVH�FRVWV�KDYH�QRW�EHFRPH�QHJOLJLEOH��7HFKQLFDO�SURJUHVV�KDV�DIIHFWHG�RQO\�RQH
FRVW�FRPSRQHQW�� LH�SURFHVVLQJ�FRVWV��ZKLOH� WKHUH�DUH�RWKHU�FRPSRQHQWV� WKDW�KDYH
QRW�EHHQ�GLUHFWO\�DIIHFWHG�E\�WKLV�GHYHORSPHQW��2I�WKHVH��WKH�PRVW�LPSRUWDQW�RQH
LV�WKH�ULVN�FRPSRQHQW�

$VVHW�PRQH\�LV�PHDQLQJIXO�RQO\�LI�WKHUH�LV�D�ZHOO�IXQFWLRQLQJ��OLTXLG�PDUNHW
IRU�WKH�DVVHWV��7KHUHIRUH��WKHUH�PXVW�EH�PDUNHW�PDNHUV��ZKR�DUH�SUHSDUHG�WR�WDNH�D
SULFH�ULVN�E\�KROGLQJ�D�SRVLWLRQ��7KH�SULFH�IRU� WKLV�VHUYLFH�LV� WKH�VSUHDG�EHWZHHQ
EX\LQJ� DQG� VHOOLQJ� SULFHV��.UXHJHU� UHIHUV� WR� D� VWXG\��� DFFRUGLQJ� WR�ZKLFK�PRUH
WKDW����SHU�FHQW�RI�WUDQVDFWLRQ�FRVWV�DUH�QRW�GLUHFWO\�DIIHFWHG�E\�WHFKQLFDO�SURJUHVV�

������������������������������������������������
���6WROO�������
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7KH�ULVN�FRPSRQHQW�RI�WUDQVDFWLRQ�FRVWV�FDQ�KRZHYHU�EH�UHGXFHG�LI�D�FRP�
PRQ��VWDQGDUGL]HG�PHGLXP�RI�H[FKDQJH�LV�XVHG��7KLV�DOORZV�WUDGHUV�WR�FRQFHQWUDWH
RQ� D� SDUWLFXODU� JRRG� RU� DVVHW� �RU� JURXS� RI� JRRGV� RU� DVVHWV�� WKDW� KH� H[FKDQJHV
DJDLQVW�PRQH\� LQVWHDG� RI� KDYLQJ� WR� GHYRWH� SDUW� RI� KLV� DWWHQWLRQ� WR� WKH� SD\PHQW
PHGLXP��7KLV�LV� WKH�UHDVRQ�ZK\�RQH�FXUUHQF\��� WKH�86�GROODU���KDV�DVVXPHG�WKH
UROH�RI�D�YHKLFOH�PHGLXP�RI�H[FKDQJH�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW��&XUUHQFLHV
DUH�RIWHQ�H[FKDQJHG�YLD�WKH�GROODU�EHFDXVH�WUDGH�YROXPHV�DUH�KLJKHVW�LQ�WKH�GROODU
PDUNHWV�DQG�WKH�VSUHDGV�DUH�VPDOO�

$V�WR�WKH�XQLW�RI�DFFRXQW��LW�LV�TXLWH�HYLGHQW�WKDW�WKH�XVH�RI�D�FRPPRQ�XQLW�RI
DFFRXQW�OHDGV�WR�FRQVLGHUDEOH�FRVW�VDYLQJV��7KHUH�DUH�VWURQJ�PDUNHW�LQFHQWLYHV�LQ
IDYRXU�RI�D�FRPPRQ�XQLW�RI�DFFRXQW��$�FRPPRQ�XQLW�RI�DFFRXQW�SURPRWHV�WUDQV�
SDUHQF\�DQG�WKXV�RYHUDOO�HFRQRPLF�HIILFLHQF\��2QH�H[DPSOH�RI�FXUUHQW�LQWHUHVW�LV
WKH�FKDQJHRYHU�WR�WKH�VLQJOH�FXUUHQF\�LQ�(XURSH�

���� &RQFOXVLRQ

,QIRUPDWLRQ�WHFKQRORJ\�ZLOO�UHGXFH�WKH�LPSRUWDQFH�RI�WKRVH�IDFWRUV�H[SODLQLQJ�WKH
PDWXULW\� WUDQVIRUPDWLRQ� IXQFWLRQ� RI� EDQNV�� 7KH� EXVLQHVV� DUHD� LQ� ZKLFK� SULYDWH
LQIRUPDWLRQ�SURGXFHV�D�FRPSHWLWLYH�DGYDQWDJH� LV�VKULQNLQJ�EXW�QRW�GLVDSSHDULQJ�
/RFDO�SUHVHQFH�LV�VWLOO�KLJKO\�LPSRUWDQW�LQ�OHQGLQJ�WR�VPDOOHU�FRUSRUDWH�FXVWRPHUV
DQG� KRXVHKROGV�� $OVR� FRPSOLFDWHG� ORDQ� SURMHFWV� EHQHILW� LQ� WHUPV� RI� FRVWV� IURP
ORFDO�H[SHUWLVH�

,QYHVWPHQW�RSSRUWXQLWLHV�DQG�LQIRUPDWLRQ�WHFKQRORJ\�KDYH�EURXJKW�XV�FORVHU
WR� D� VLWXDWLRQ� HQYLVDJHG� E\� WKH� SURSRQHQWV� RI� WKH�1HZ�0RQHWDU\�(FRQRPLFV� LQ
ZKLFK�SD\PHQW�DQG�ORDQ�VHUYLFHV�DUH�VHSDUDWHG��SD\PHQW�VHUYLFHV�EHLQJ�RIIHUHG�E\
PXWXDO�IXQG�W\SH�RUJDQL]DWLRQV��3D\PHQWV�E\�PHDQV�RI�DVVHW�WUDQVIHUV�UHSUHVHQW�D
UHWXUQ�WR�D�EDUWHU�HFRQRP\�EXW�RQ�D�KLJKHU�OHYHO�RI�VRSKLVWLFDWLRQ��3RUWIROLR�PRQH\
ZRXOG� LPSO\� D� FRPSOHWH� LQWHJUDWLRQ� RI� SD\PHQW� WUDQVIHU� VHUYLFHV� DQG� SRUWIROLR
LQYHVWPHQW� VHUYLFHV�� %XW� ZLWK� YDU\LQJ� XQLW� YDOXHV�� WUXH� SRUWIROLR� PRQH\� ZRXOG
ODFN� VRPH� HVVHQWLDO� FKDUDFWHULVWLFV� RI� FRQYHQWLRQDO� PRQH\�� LH� KRPRJHQHLW\� DQG
HTXDOLW\�ZLWK�WKH�XQLW�RI�DFFRXQW��%RWK�IHDWXUHV�UHGXFH�WUDQVDFWLRQ�FRVWV��0RUHR�
YHU��SRUWIROLR�PRQH\�WUDQVDFWLRQ�FRVWV�LQFOXGH�D�ULVN�UHODWHG�FRPSRQHQW��ZKLFK�LV
QRW�GLUHFWO\�DIIHFWHG�E\�WHFKQRORJ\�

%HFDXVH�SRUWIROLR�PRQH\�LV�GHWDFKHG�IURP�WKH�QXPHUDLUH�DQG�LV�QRW�YDOXHG
DW�SDU�ZLWK�FHQWUDO�EDQN�PRQH\�� LW� LV� IXQGDPHQWDOO\�GLIIHUHQW� IURP�ZKDW�ZH�QRU�
PDOO\�PHDQ�E\�PRQH\��7KLV�ZRXOG�QRW�LQ�LWVHOI�SUHYHQW�SRUWIROLR�PRQH\�IURP�EH�
LQJ� XVHG� IRU� VHWWOLQJ� FODLPV� LQ� D� PRQH\�OLNH� IDVKLRQ�� 7KHUH� ZRXOG� FHUWDLQO\� EH
SHRSOH�ZKR�DUH�QRW�VFDUHG�EXW�UDWKHU�SRVLWLYHO\�DWWUDFWHG�E\�WKH�HOHPHQW�RI�XQFHU�
WDLQW\�DWWDFKHG�WR�WKH�YDOXH�RI�SRUWIROLR�PRQH\��)RU�WKHVH�SHRSOH��WKH�FRVW�UHODWHG
WR� LQIRUPDWLRQ�JDWKHULQJ�DQG�SURFHVVLQJ�DQG� WKH�SULFH� ULVN� LV�RXWZHLJKHG�E\� WKH
SURVSHFWV�IRU�ZHDOWK�LQFUHDVHV�

6WLOO��,�ZRXOG�EH�FDXWLRXV�DERXW�GUDZLQJ�GUDPDWLF�FRQFOXVLRQV�RQ�WKH�EDVLV
RI�FXUUHQW�GHYHORSPHQWV�LQ� WKH�ILQDQFLDO�PDUNHW�DQG�VSHFLILFDOO\�FRQFHUQLQJ�PX�
WXDO�IXQGV��%DQN�GHSRVLW�PRQH\�HQMR\V�D�VXEVWDQWLDO�EHQHILW�IURP�EHLQJ�DQ�HVWDE�
OLVKHG�V\VWHP��ZKLFK�LV�JHQHUDOO\�DFFHSWHG�DQG�XQLYHUVDOO\�XVHG��$�FKDQJHRYHU�WR
D�IXQGDPHQWDOO\�QHZ�IRUP�RI�PRQH\�ZRXOG�UHTXLUH�D�FRRUGLQDWHG�HIIRUW�RQ�D�VXI�
ILFLHQWO\�ODUJH�VFDOH��(YHQ�LI�SRUWIROLR�PRQH\�SURYHG�WR�EH�D�IHDVLEOH�DOWHUQDWLYH�WR
GHSRVLW�PRQH\�DV�D�PHDQV�RI�H[FKDQJH�IRU�VRPH�FRQVXPHUV�LQ�UHVSHFW�RI�FHUWDLQ
NLQGV�RI� WUDQVDFWLRQV�� WKHVH�SHRSOH� FRXOG� H[SORLW� WKHVH�EHQHILWV�RQO\� LI� HYHU\RQH
HOVH�VWDUWHG�WR�XVH�WKH�VDPH�PHDQV�RI�H[FKDQJH�



��

)URP�WKH�SD\PHQWV�YLHZSRLQW��WKH�LPSDFW�RI�PXWXDO�IXQGV�ZLOO�QHYHUWKHOHVV
EH� SURIRXQG��0XWXDO� IXQGV� DUH� DEOH� WR� WUDQVIRUP� FDSLWDO� DQG�PRQH\�PDUNHW� LQ�
VWUXPHQWV� LQWR� OLTXLG� FODLPV�� ZKLFK� FDQ� EH� HDVLO\� DQG� UHODWLYHO\� LQH[SHQVLYHO\
FRQYHUWHG�LQWR�PRQH\�IRU�XVH�LQ�SD\PHQWV�

7KDW� ODUJHO\� WKH� VDPH� WHFKQLFDO� LQIUDVWUXFWXUH�� LQFOXGLQJ�GLVWULEXWLRQ� FKDQ�
QHOV��FDQ�EH�XVHG�LQ�WKH�SURYLVLRQ�RI�WKH�GLIIHUHQW�FRUH�VHUYLFHV�SURYLGHG�E\�EDQNV
LV�VWLOO�D�VLJQLILFDQW�IDFWRU�IDYRXULQJ�MRLQW�SURGXFWLRQ��%DQNV¶�DELOLW\�WR�VXSSOHPHQW
SD\PHQW�VHUYLFHV�ZLWK� OLTXLGLW\�DQG� OHQGLQJ�VHUYLFHV�JLYHV� WKH�EDQNV� D�FRPSHWL�
WLYH�HGJH�LQ�UHODWLRQ�WR�PXWXDO�IXQGV��1RW�RQO\�GR�VXSSO\�FRQVLGHUDWLRQV�LQFUHDVH
WKH�FRPSHWLWLYHQHVV�RI� MRLQW�SURGXFWLRQ�EXW�GHPDQG�FRQVLGHUDWLRQV� IDYRXU�DQ�DU�
UDQJHPHQW� LQ�ZKLFK� VDYLQJV�� OLTXLGLW\�� ILQDQFLQJ� DQG� SD\PHQW� VHUYLFHV� DUH� SUR�
YLGHG� E\� WKH� VDPH� ILUP�� 7KH� FXVWRPHU� EHQHILWV� IURP� D� SRROHG� VXSSO\� RI� WKHVH
VHUYLFHV��QRW�WKH�OHDVW�LQ�WHUPV�RI�FRQYHQLHQFH�

+RZHYHU��D�SRUWLRQ�RI�VDYLQJV�� WKRXJK�VPDOOHU� WKDQ�EHIRUH��ZLOO�EH�NHSW�DW
EDQNV� IRU� SD\PHQW� DQG� OLTXLGLW\� UHDVRQV� DOVR� LQ� WKH� IRUHVHHDEOH� IXWXUH�� 3UH�
GHSRVLWHG� IXQGV�ZLOO� UHPDLQ�DQ� LPSRUWDQW�HOHPHQW� LQ� UHGXFLQJ� ULVN� IRU� WKH� DJHQW
RIIHULQJ� SD\PHQW� VHUYLFHV� DQG� IRU� WKH� FXVWRPHU� VHHNLQJ� VXFK� VHUYLFHV� RQ� JRRG
WHUPV��)XUWKHUPRUH��GHSRVLWV�DUH�UHOHYDQW�LQ�WKH�EXLOG�XS�RI�D�EDQN�FXVWRPHU�UHOD�
WLRQVKLS��ZKLFK�KDV� LPSOLFDWLRQV�DOVR�IRU� WKH� WHUPV�RQ�ZKLFK�D�FXVWRPHU�KDV�DF�
FHVV�WR�RYHUGUDIWV�DQG�ORDQV�

7KH� HURVLRQ� RI� FRPPHUFLDO� EDQN� EDODQFH� VKHHWV� LV� OLNHO\� WR� FRQWLQXH�� ,P�
SURYHG� LQYHVWPHQW� RSSRUWXQLWLHV� LQ� WKH� ILQDQFLDO� PDUNHW� ZLOO� DWWUDFW� D� JURZLQJ
VKDUH� RI� ERWK� FRPPHUFLDO� ERUURZLQJ� DQG� KRXVHKROG� VDYLQJV�� %XW� WKH� EDQNV� DUH
ZHOO� VLWXDWHG� WR�DFFRPPRGDWH� WKHVH�FKDQJHV�E\�H[SDQGLQJ�RII�EDODQFH� VKHHW� DF�
WLYLWLHV�� DV� WKH\� KDYH� EHHQ� GRLQJ� DOUHDG\� IRU� TXLWH� VRPH� WLPH�� %\� DGRSWLQJ� WKH
SKLORVRSK\�RI�
LI�\RX�FDQ¶W�EHDW�µHP��MRLQ¶�HP
��EDQNV�KDYH�EHFRPH�DFWLYH�SOD\HUV
LQ�WKH�FDSLWDO�PDUNHW�DQG�LQ�WKH�PXWXDO�IXQG�EXVLQHVV��,Q�)LQODQG�WKH�EDQNV�GRPL�
QDWH�WKH�PXWXDO�IXQGV�PDUNHW��$W�WKH�HQG�RI�������VRPH�����RI�DOO�PXWXDO�IXQGV
DVVHWV�ZHUH�PDQDJHG�E\�FRPSDQLHV�RZQHG�E\�EDQNV��DQG�WKH�EDQNV�DFWLYHO\�PDU�
NHW�PXWXDO� IXQG� LQYHVWPHQWV� DW� WKH� H[SHQVH� RI� GHSRVLWV� RQ�ZKLFK� WKH\� SD\� ORZ
UDWHV�RI�LQWHUHVW�

,QIRUPDWLRQ� WHFKQRORJ\��ZKLFK� LV�ZHDNHQLQJ� WKH�EDVLV� IRU� VRPH� WUDGLWLRQDO
EDQN� DFWLYLWLHV�� FDQ� DOVR� EH� XWLOL]HG� E\� WKH� EDQNV� WR� VWUHQJWKHQ� WKHLU� SRVLWLRQ� DV
SD\PHQW�LQWHUPHGLDWRUV��$�JUDGXDO�VXEVWLWXWLRQ�RI�,QWHUQHW�DQG�PRELOH�SKRQHV�IRU
WUDGLWLRQDO�GLVWULEXWLRQ�FKDQQHOV�LQFUHDVHV�FXVWRPHU�FRQYHQLHQFH�DQG�ORZHUV�EDQN
FRVWV��7KLV�SURFHVV�LV�DOUHDG\�ZHOO�XQGHU�ZD\�LQ�VRPH�FRXQWULHV�DQG�LV�VWDUWLQJ�LQ
RWKHUV��0RUHRYHU�� WKH�EDQNV� DUH� LQ� D� JRRG�SRVLWLRQ� WR� SURYLGH� SD\PHQW� VHUYLFHV
WKDW� FDQ� EH� LQWHJUDWHG� LQ� D� VDIH� DQG� HIILFLHQW�ZD\�ZLWK� RQ�OLQH� EXVLQHVV�LQWHUQHW
FRPPHUFH�� ,Q� WKLV� DUHD�� WKH� NH\� WR� VXFFHVV� LV� WKH� DELOLW\� WR� FUHDWH� RSHUDWLRQDOO\
HIILFLHQW�V\VWHPV�FRPELQLQJ�WKH�VXSSO\�RI�JRRGV�DQG�VHUYLFHV�ZLWK�SD\PHQWV�RQ�D
UHDO�WLPH�EDVLV��7KH�EDQNV�KDYH�D�VWURQJ�LQFXPEHQF\�DGYDQWDJH�LQ�WKLV�DUHD��7KH\
KDYH� PDVWHUHG� WKH� GRPLQDQW� SD\PHQW� PHGLD� DQG� KDYH� HVWDEOLVKHG� LQIRUPDWLRQ
OLQNV� ZLWK� ERWK� FRQVXPHUV� DQG� EXVLQHVVHV�� &RQVROLGDWHG� LQWR� RQH� LQWHJUDWHG
ZKROH��WKHVH�HOHPHQWV�FDQ�IRUP�WKH�IXWXUH�LQIUDVWUXFWXUH�QHHGHG�WR�PDNH�WKH�,QWHU�
QHW�HUD�VRPHWKLQJ�PRUH�WKDQ�D�PDUJLQDO�SKHQRPHQRQ�



��

�� 7KH�UROH�RI�WKH�FHQWUDO�EDQN�LQ�UHVSHFW�RI
SD\PHQWV�LV�JURZLQJ��QRW�GLPLQLVKLQJ

7KH�UROH�RI�WKH�FHQWUDO�EDQN�LQ�WKH�SD\PHQWV�DUHD�LV�QRW�D�FRQVWDQW��,W�LV�LQIOXHQFHG
E\�FKDQJHV�LQ�WKH�PDUNHW�DQG�E\�SROLWLFDO�FKRLFHV��,Q�WKH�ODVW��VD\��WZHQW\�\HDUV�WKH
PRVW�SURIRXQG�IDFWRU�EHKLQG�PDUNHW�GHYHORSPHQWV�KDV�EHHQ�LQIRUPDWLRQ�WHFKQRO�
RJ\��$QG��ZH�KDYH� QRW� \HW� VHHQ� WKH� IXOO� LPSDFW� RI� WKHVH� GHYHORSPHQWV�� ,Q� IDFW�
PDUNHW� DQDO\VWV� DUH� LQFOLQHG� WR� EHOLHYH� WKDW� WKH�PDMRU� EUHDNWKURXJK� RI� WKH� QHZ
LQIRUPDWLRQ� WHFKQRORJ\� LV� VWLOO� DKHDG��$OVR�RI�JUHDW� LPSRUWDQFH� LV� WKH�SUHYDLOLQJ
SROLWLFDO�SKLORVRSK\��:KLOH�FKDQJHV�GXH�WR�WHFKQLFDO�GHYHORSPHQWV�DQG�RWKHU�HQ�
YLURQPHQWDO�IDFWRUV�W\SLFDOO\�FRPH�DERXW�LQ�D�VWHS�ZLVH�DQG�QRQ�UHYHUVLEOH�PDQ�
QHU��FKDQJHV�GXH�WR�SROLWLFDO�MXGJHPHQW�VKRZ�D�JUDGXDO�DQG�ZDYH�OLNH�SDWWHUQ�

���� 3ROLF\�FKRLFHV

7KH�SUHVHQW�WUHQG�RI�PDUNHW�OLEHUDOLVP�VHWV�WKH�WRQH�IRU�KRZ�WKH�FHQWUDO�EDQN�UH�
VSRQVLELOLWLHV�IRU�ERWK�SD\PHQWV�V\VWHPV�RSHUDWLRQV�DQG�RYHUVLJKW�DUH�YLHZHG��7KH
RSHUDWLRQDO� DSSURDFK� FDQ� EH� GHVFULEHG� DV� 
PLQLPDOLVW
� DQG� 
EDFN� WR� EDVLFV
�� 7KH
FHQWUDO�EDQN�VKRXOG�GR�RQO\�ZKDW�LV�QHFHVVDU\�DQG�IRU�ZKLFK�WKHUH�DUH�JRRG�DUJX�
PHQWV� LQ� WHUPV� RI� JHQHUDO� LQWHUHVW��$V� ORQJ� DV� WKH� SUHVHQW� SROLWLFDO� FOLPDWH� SUH�
YDLOV�� WKHUH�ZLOO� EH� DQ�XQGHUO\LQJ� WHQGHQF\� WR�NHHS�FHQWUDO�EDQN� LQYROYHPHQW� LQ
SD\PHQW�RSHUDWLRQV�DW�D�PLQLPXP�

$V�WR�RYHUVLJKW��WKH�VLWXDWLRQ�LV�GLIIHUHQW��&HQWUDO�EDQNV�DUH�VWLOO�HVWDEOLVKLQJ
DQG�GHILQLQJ� WKHLU�SRVLWLRQ�DV�RYHUVHHU��7KLV� LV� VRPHZKDW� VXUSULVLQJ� FRQVLGHULQJ
WKH�IDFW�WKDW�FHQWUDO�EDQN�RSHUDWLRQV��DV�ZHOO�DV�RYHUVLJKW��DV�ZH�KDYH�VHHQ��FDQ�EH
WUDFHG�WR�WKH�YHU\�EHJLQQLQJV�RI�FHQWUDO�EDQNLQJ��2YHUVLJKW�RI�SD\PHQW�V\VWHPV�LV
D� IXQFWLRQ� WKDW� KDV� DOZD\V� EHHQ� SHUIRUPHG� E\� FHQWUDO� EDQNV�� %XW�� SUHFLVHO\� EH�
FDXVH�RYHUVLJKW�ZDV�ORQJ�FRQVLGHUHG�D� 
QDWXUDO
� IXQFWLRQ�RI� WKH�FHQWUDO�EDQN�� WKLV
IXQFWLRQ�ZDV�QRUPDOO\�QRW�YHU\�FOHDUO\�VSHFLILHG�LQ�WKH�ODZ�

,Q�(XURSH�OHJLVODWRUV�VWDUWHG�RQO\�TXLWH�UHFHQWO\��DFWXDOO\�RQO\�DIWHU�WKH�WDVNV
RI�WKH�(XURSHDQ�&HQWUDO�%DQN�KDG�EHHQ�GHILQHG�LQ�WKH�0DDVWULFKW�7UHDW\��������
WR�GHILQH�PRUH�SUHFLVHO\� WKH�FHQWUDO�EDQN�PDQGDWH� LQ� WKLV�DUHD��%XW�HIIRUWV� WR�EH
PRUH�SUHFLVH�RQ�WKLV�SRLQW�DUH�QRW�FRQILQHG�WR�WKH�(XURSHDQ�8QLRQ��7KHUH�DUH�WZR
UHDVRQV� IRU� WKH�SUHVHQW� WUHQG�RI�GHILQLQJ�H[SOLFLWO\� WKH� RYHUVLJKW� IXQFWLRQ� RI� WKH
FHQWUDO�EDQN��2Q� WKH�RQH�KDQG��PDUNHW�GHYHORSPHQWV�DQG� WKH� UHFHQW�FULVLV� LQ� WKH
ILQDQFLDO�VHFWRU�FDOOHG�IRU�FORVHU�SXEOLF�LQYROYHPHQW�LQ�VDIHJXDUGLQJ�ILQDQFLDO�VWD�
ELOLW\��2Q�WKH�RWKHU�KDQG��WKH�JHQHUDO�PDUNHW�RULHQWDWLRQ�FDOOHG�IRU�H[SOLFLW�H[SOD�
QDWLRQV�IRU�DXWKRULW\�LQWHUYHQWLRQ�

7KH�SURFHVV�RI�GHILQLQJ�PRUH�H[DFWO\�WKH�FHQWUDO�EDQN
V�UROH�LQ�RYHUVLJKW�LV
VWLOO� RQJRLQJ�� :KHUH� QHFHVVDU\�� WKH� RYHUVLJKW� PDQGDWH� DQG� PHDQV� ZLOO� EH
VWUHQJWKHQHG��$W� WKH� VDPH� WLPH� WKH� JHQHUDO�PDUNHW� SKLORVRSK\�� VKDUHG� E\�PRVW
FHQWUDO� EDQNHUV�� LV� UHIOHFWHG� LQ� KRZ� FHQWUDO� EDQNV� LPSOHPHQW� WKHLU� RYHUVLJKW� UH�
VSRQVLELOLWLHV��7KH�SUHVHQW�WUHQG�RI�HPSKDVL]LQJ�PDUNHW�LQLWLDWLYH�DQG�WKH�GLVFXV�
VLRQV�DQG�FRRSHUDWLRQ�DPRQJ�PDUNHW�SDUWLFLSDQWV� DQG�ZLWK� WKH� FHQWUDO�EDQN�ZLOO
FRQWLQXH��'LUHFW�LQWHUYHQWLRQ�LV�FRQVLGHUHG�D�ODVW�UHVRUW�



��

���� (QYLURQPHQWDO�IDFWRUV

&HQWUDO� EDQN� LQYROYHPHQW� LQ� WKH� RSHUDWLRQ� RI� SD\PHQWV� V\VWHPV� LV� JRYHUQHG� E\
WKH�GXDO�REMHFWLYH�RI�VDIHW\�DQG�HIILFLHQF\��7KH�FRUH�IXQFWLRQ�RI�FHQWUDO�EDQN�LQ�
YROYHPHQW�LQ�SD\PHQW�V\VWHPV�LV�WR�SURYLGH�ILQDO�PRQH\��D�VWDWH�JXDUDQWHHG�PH�
GLXP�RI�H[FKDQJH�WKH�EDQNV�FDQ�XVH�ZKHQ�VHWWOLQJ�WKHLU�LQWHUEDQN�REOLJDWLRQV�HL�
WKHU� RQ� D� QHW� RU� D� JURVV� EDVLV�� *URVV� VHWWOHPHQW� RQ� D� FRQWLQXRXV� EDVLV� LPSOLHV
JUHDWHU�FHQWUDO�EDQN�LQYROYHPHQW�WKDQ�GRHV�QHW�VHWWOHPHQW�� ,QIRUPDWLRQ�WUDQVPLV�
VLRQ� DQG� SURFHVVLQJ� FRVWV� KDYH� EHHQ� RQH� IDFWRU� IDYRXULQJ� QHW� VHWWOHPHQW� LQ� WKH
SDVW��$GYDQFHV�LQ�WHFKQRORJ\�KDYH� UHGXFHG� WKH� LPSRUWDQFH�RI� WKHVH�FRVW� IDFWRUV�
ZKLFK�LQFUHDVHV�WKH�HFRQRPLF�YLDELOLW\�RI�JURVV�VHWWOHPHQW��1RW�RQO\�FRVW�EXW�DOVR
ULVN�DVSHFWV�DUH�OLNHO\�WR�LQFUHDVH�UDWKHU�WKDQ�UHGXFH�WKH�GHPDQG�IRU�JURVV�VHWWOH�
PHQW�VHUYLFHV�

7KH� HVVHQFH� RI� WKH� VHWWOHPHQW� VHUYLFH� SURYLGHG� E\� WKH� FHQWUDO� EDQN� LV� WKH
WUDQVIHU� RI� FHQWUDO� EDQN� PRQH\� EHWZHHQ� SDUWLFLSDQWV¶� DFFRXQWV�� 7KHVH� WUDQVIHUV
PXVW�EH�PDGH�RQ�WKH�ERRNV�RI�WKH�FHQWUDO�EDQN�DQG�E\�WKH�FHQWUDO�EDQN��UHJDUGOHVV
RI� WKH� H[WHQW� WR� ZKLFK� LQIRUPDWLRQ� H[FKDQJH� EHWZHHQ� WKH� FHQWUDO� EDQN� DQG� WKH
SDUWLFLSDQWV� KDV� EHHQ� DXWRPDWHG�� 7KLV� PHDQV� WKDW� DOO� RWKHU� IXQFWLRQV� UHODWHG� WR
VHWWOHPHQW� WUDQVIHUV� QHHG� QRW� EH�PDQDJHG�E\� WKH� FHQWUDO� EDQN�� ,Q� UHVSHFW� WR� QHW
VHWWOHPHQW��WKLV�PHDQV�WKDW�DOO�FDOFXODWLRQV�RI�QHW�SRVLWLRQV�RQ�D�PXOWLODWHUDO�EDVLV
FDQ�EH�PDGH�RXWVLGH�WKH�FHQWUDO�EDQN��ZKLFK�LV�WKH�FDVH�DOUHDG\�LQ�PRVW�FRXQWULHV
ZLWK�VHSDUDWH�FOHDULQJ�KRXVHV�

(YHQ�LI�ZH�YLHZ�WKH�FHQWUDO�EDQN¶V�VHWWOHPHQW�RSHUDWLRQV�DV�D�VHUYLFH�WR�WKH
EDQNV�IRU�ZKLFK�WKHUH�LV�D�GHPDQG��WKH�FHQWUDO�EDQNV�DUH�QRW�DW�SUHVHQW�ZLOOLQJ�WR
OHDYH�WKH�XVH�RI�WKLV�VHUYLFH�WRWDOO\�WR�WKH�GLVFUHWLRQ�RI�WKH�EDQNV��$V�ORQJ�DV�WKH
EDQNV�GR�QRW�KDYH�HQRXJK�LQFHQWLYHV�WR�LQWHUQDOL]H�DOO�H[WHUQDO�FRVWV�RI�SD\PHQW
GLVWXUEDQFHV�DQG�IDLOXUHV��WKHUH�LV�D�JRRG�FDVH�IRU�LVVXLQJ�JXLGHOLQHV�IRU�WKH�XVH�RI
FHQWUDO�EDQN�VHWWOHPHQW�VHUYLFHV��,Q�(XURSH�WKH�GHYHORSPHQW�RI�SULYDWH�FLUFXLWV�IRU
FURVV�ERUGHU� SD\PHQWV� LQ� FRQIRUPLW\� ZLWK� PLQLPXP� UHTXLUHPHQWV� VHW� E\� WKH
DXWKRULWLHV�PD\�ZHOO� DW� VRPH�SRLQW� DWWUDFW� D� JURZLQJ� VKDUH� RI� LQWHUQDWLRQDO� SD\�
PHQWV�� ZKLFK� ZRXOG�� LQ� UHODWLYH� WHUPV�� UHGXFH� WKH� RSHUDWLRQDO� UROH� RI� FHQWUDO
EDQNV�

7KH�DOORFDWLRQ�RI�SD\PHQWV�EHWZHHQ�FHQWUDO�EDQN�JURVV�VHWWOHPHQW�DQG�SUL�
YDWH� QHW� VHWWOHPHQW� LV� SULPDULO\� D�PDWWHU� RI�PDUNHW� FKRLFH�� 7KXV�� WKH� TXDOLW\� RI
VHUYLFH� DQG�SULFLQJ� DUH� GHFLVLYH��$V� WR� SULFLQJ�� WKH� FHQWUDO� EDQNV� DUH� JXLGHG� E\
JHQHUDO� SULQFLSOHV� FRQFHUQLQJ� WKH� HIILFLHQW� XVH� RI� UHVRXUFHV�� 0RUHRYHU�� LQ� WKH
(XURSHDQ�8QLRQ� WKH� FHQWUDO� EDQNV� DUH� FRYHUHG� E\� (8� FRPSHWLWLRQ� UXOHV��ZKLFK
IRUELG� XQIDLU� FRPSHWLWLRQ�� 7KH� ULJKW� WR� FDWHJRULFDOO\� UHTXLUH� JURVV� VHWWOHPHQW� LQ
FHQWUDO�EDQN�PRQH\�FRQFHUQV�RQO\�SD\PHQWV�LQ�ZKLFK�WKH�FHQWUDO�EDQN�LV�D�FRXQ�
WHUSDUW\�

3UHVHQW� WUHQGV� LQ�SD\PHQW� LQWHUPHGLDWLRQ�DQG�EDQNLQJ� LQFOXGH� DVSHFWV� WKDW
LQFUHDVH�UDWKHU�WKDQ�UHGXFH�WKH�QHHG�IRU�SD\PHQW�V\VWHPV�RYHUVLJKW�E\�WKH�FHQWUDO
EDQN��7KH�PRVW�LPSRUWDQW�VXFK�DVSHFW�LV�WKH�SUHVHQW�SURFHVV�RI�UHRUJDQL]DWLRQ�RI
EDQNLQJ�DQG�SULYDWH�LQLWLDWLYHV�WR�GHYHORS�SD\PHQW�LQWHUPHGLDWLRQ�DW�FURVV�ERUGHU
OHYHO�� 6WUXFWXUDO� FKDQJHV� PD\� LPSO\� XQH[SHFWHG� ULVNV�� 2Q� WKH� RWKHU� KDQG�� LW� LV
HDVLHU�WR�LPSOHPHQW�FHQWUDO�EDQN�LQVWUXFWLRQV�LQ�D�G\QDPLF�HQYLURQPHQW�WKDQ�LQ�D
VWDWLF�HQYLURQPHQW�
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���� &RQFOXVLRQV

7KRVH�IXQGDPHQWDO�IDFWRUV��ZKLFK�VKDSHG�WKH�UROH�RI�FHQWUDO�EDQNV�LQ�WKH�SDVW��DUH
VWLOO�UHOHYDQW��&XUUHQW�GHYHORSPHQWV�LQ�WKH�PDUNHW�KDYH�QRW�FKDQJHG�WKH�EDVLV�IRU
FHQWUDO� EDQN� LQYROYHPHQW�� %XW�� WKH� SURIRXQG� FKDQJHV� WDNLQJ� SODFH� LQ� ILQDQFLDO
PDUNHWV�� LQFOXGLQJ� SD\PHQW� V\VWHPV�� PHDQ� WKDW� HIIRUWV� PXVW� EH� FRQWLQXHG� WR
VSHFLI\� DQG��ZKHQ�QHFHVVDU\��PRGLI\� WKH� H[DFW� FRQWHQW� RI� FHQWUDO� EDQNV¶� RSHUD�
WLRQDO�DQG�RYHUVLJKW�IXQFWLRQV�

%HFDXVH�RI� VWUXFWXUDO� FKDQJHV� LQ� ILQDQFLDO�PDUNHWV�� WKH� FHQWUDO�EDQNV�PXVW
EH� FRQVWDQWO\� UHDG\� WR� HYDOXDWH� WKH� FULWHULD� IRU� DFFHVV� WR� WKHLU� SD\PHQW� VHUYLFHV
DQG�KRZ�IDU�WKH�SXEOLF�VDIHW\�QHW�IRU�SD\PHQWV�VKRXOG�EH�H[WHQGHG��$�QHZ�FDWH�
JRU\� RI� D� JHQHUDOO\� DFFHSWHG� SD\PHQW�PHGLXP�PD\� HPHUJH� �� D�PHGLXP� RI� H[�
FKDQJH�WKDW�LV�QHLWKHU�D�FODLP�RQ�WKH�FHQWUDO�EDQN�QRU�RQ�D�EDQN�EXW�RQ�D�QRQ�EDQN
HQWLW\� ZLWKRXW� GLUHFW� DFFHVV� WR� WKH� FHQWUDO� EDQN� DQG� QRW� FRYHUHG� E\� WKH� SXEOLF
VDIHW\�QHW��+RZHYHU�� ,�FDQ�VHH�QR�VXFK�GHYHORSPHQW�LQ�WKH�PDUNHW� WKDW�ZRXOG�LQ
WKH�QHDU�IXWXUH�FDOO�IRU�DQ�H[WHQVLRQ�RI�WKH�FRQFHSW�RI� 
SXEOLF
�PRQH\�EH\RQG�WKH
EDQNV��7KH�VWDWXV�RI� WKH�GLIIHUHQW�PHDQV�RI�SD\PHQWV�KDV�WR�EH�PDGH�YHU\�FOHDU�
KRZHYHU�

7KH� PDUNHW�IRFXVHG� FOLPDWH� SUHVHQWO\� SUHYDLOLQJ� UHTXLUHV� WKDW� WKH� RSHUD�
WLRQDO� UROH� RI� WKH� FHQWUDO� EDQN� EH� FRQVWDQWO\� DVVHVVHG�� +LVWRULFDO� UHOLFV�� VXFK� DV
LQWHUPHGLDWLRQ�RI� UHWDLO�SD\PHQWV�� WKDW�DUH� VWLOO�SUHVHQW� LQ� VRPH�FRXQWULHV� VKRXOG
EH�HOLPLQDWHG��7KH�VKDUH�RI�FHQWUDO�EDQNV�LQ�SD\PHQW�LQWHUPHGLDWLRQ�LV�SULPDULO\�D
PDWWHU�RI�PDUNHW�FKRLFH�LQ�D�FRPSHWLWLYH�HQYLURQPHQW�

7KH� FHQWUDO� EDQN
V� RYHUVLJKW� PDQGDWH� UHTXLUHV� IXUWKHU� VSHFLILFDWLRQ�� 7KLV
PD\�ZHOO�PHDQ�D�IRUPDO�H[SDQVLRQ�RI�ERWK�FRYHUDJH�DQG�PHDQV�RI�RYHUVLJKW��$W
WKH�VDPH�WLPH�WKHUH�ZLOO�EH�D�WHQGHQF\�WR�UHO\�LQ�SUDFWLFH�DV�PXFK�DV�SRVVLEOH�RQ
QRQ�UHJXODWRU\�PHDQV��7KXV� LW�FDQ�EH�IRUHVHHQ� WKDW�PRQLWRULQJ��DQDO\VLV��GLDORJV
ZLWK�WKH�SULYDWH�VHFWRU�DQG�FRRSHUDWLRQ�ZLOO�PDNH�XS�WKH�EXON�RI�WKH�SUDFWLFDO�LP�
SOHPHQWDWLRQ�RI�RYHUVLJKW�
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�� &RQFOXVLRQV

,Q�SUHYLRXV�FHQWXULHV�� WKH�LPSRUWDQFH�RI�SD\PHQWV�JUHZ�SULPDULO\� LQ� UHVSRQVH� WR
LQFUHDVHV�LQ�WKH�PRQLWL]DWLRQ�RI�HFRQRPLHV�DQG�FRQWLQXRXV�SURJUHVV�LQ�WKH�GLYLVLRQ
RI�ODERXU�LQ�WKH�SURGXFWLRQ�RI�JRRGV�DQG�VHUYLFHV��7KLV�SURFHVV�LV�RQJRLQJ��+RZ�
HYHU��WKH�XQSUHFHGHQWHGO\�VWURQJ�JURZWK�LQ�SD\PHQW�IORZV�WKDW�EHJDQ�LQ�WKH�����V
DQG��LQ�VRPH�FRXQWULHV��LQ�WKH�����V�FDQ�EH�DVFULEHG�WR�WZR�VSHFLILF�IDFWRUV��2QH�LV
WKH�VWUXFWXUDO�FKDQJH�LQ�ILQDQFLDO�LQWHUPHGLDWLRQ��7KH�JURZLQJ�VKDUH�RI�ILQDQFLQJ
WKDW�ZDV� FKDQQHOOHG� WKURXJK� WKH�PDUNHW� GLUHFWO\�� RU� LQGLUHFWO\� YLD�PXWXDO� IXQGV�
SUHVXSSRVHV� GHHS� DQG� OLTXLG� PDUNHWV� VXSSRUWHG� E\� H[WHQVLYH� DUELWUDJH� DFWLYLW\
GHWDFKHG�IURP�VDYLQJV�DQG�LQYHVWPHQW�GHFLVLRQV�

7KH� RWKHU� IDFWRU� LV� WKH� JOREDOL]DWLRQ� RI� ILQDQFLDO� PDUNHWV� ZLWK� D� UDSLGO\
JURZLQJ� VKDUH� RI� FURVV�ERUGHU� WUDQVDFWLRQV�� 7KH� DFFXPXODWLRQ� RI� ILQDQFLDO� VXU�
SOXVHV�LQ�-DSDQ��LQ�RLO�SURGXFLQJ�FRXQWULHV�DQG�LQ�WKH�HPHUJLQJ�PDUNHW�HFRQRPLHV
LQ�6RXWKHDVW�$VLD�DQG�WKH�VXEVHTXHQW�JURZWK�RI�QHZ�ILQDQFLDO�FHQWUHV�SURYLGHG�DQ
H[WUD� VWLPXOXV� WR� ILQDQFLDO� WUDQVDFWLRQV��7RJHWKHU� ILQDQFLDO� LPEDODQFHV�� DUELWUDJH
DQG�JOREDOL]DWLRQ�KDYH�UHVXOWHG�LQ�DQ�LQFUHDVH�LQ�SD\PHQW�IORZV�H[FHHGLQJ�PDQL�
IROG�WKH�JURZWK�LQ�WKH�UHDO�HFRQRP\�

%DQNV� KDG� QRW�PXFK� FKRLFH� RWKHU� WKDQ� WR� DFFRPPRGDWH� WKLV� GUDPDWLF� LQ�
FUHDVH�LQ�ERWK�GRPHVWLF�DQG�FURVV�ERUGHU�SD\PHQW�IORZV�LQ�WKHLU�H[LVWLQJ�SD\PHQW
V\VWHPV�� ZKLFK� KDG� EHHQ� GHYHORSHG� XQGHU� GLIIHUHQW� FRQGLWLRQV� IURP� WKRVH� QRZ
SUHYDLOLQJ��7KH�QHZ�VLWXDWLRQ�UHTXLUHG�PRUH�HIILFLHQF\�DQG�PRUH�UREXVWQHVV��7KH
QHHG� IRU�PRUH� UREXVWQHVV� ZDV� DFFHQWXDWHG� E\� WKH� LQFUHDVH� LQ� ILQDQFLDO� IUDJLOLW\
WKDW�WRRN�SODFH�DW�WKH�VDPH�WLPH��$V�SDUW�RI�SXEOLF�SROLF\��WKH�FHQWUDO�EDQNV�VWDUWHG
WR�GUDZ�XS�JXLGHOLQHV�WR�FUHDWH�EDVLF�SUHUHTXLVLWHV�IRU�DFKLHYLQJ�D�VXIILFLHQW�OHYHO
RI�ERWK�HIILFLHQF\�DQG�VDIHW\��,Q�OLQH�ZLWK�WKH�PDUNHW�OLEHUDOLVP�SUHYDLOLQJ�LQ�HFR�
QRPLF�WKLQNLQJ�LQ�JHQHUDO��WKH�FHQWUDO�EDQNV�WULHG�WR�FRQILQH�WKHLU�JXLGLQJ�UROH�WR
WKH�GHILQLWLRQ�RI�PLQLPXP�VWDQGDUGV��SRLQWLQJ�RXW�WKDW�WKH�SULPH�UHVSRQVLELOLW\�IRU
GHYHORSLQJ�WKH�SD\PHQW�V\VWHPV�OLHV�ZLWK�WKH�SULYDWH�VHFWRU��,Q�PDQ\�FRXQWULHV�LW
ZDV�QRW�GLIILFXOW� WR�DVVXPH�WKLV�PLQLPDOLVW�DSSURDFK��DV� WKH�FHQWUDO�EDQN�VLPSO\
ODFNHG�WKH�PHDQV�WR�LVVXH�ELQGLQJ�LQVWUXFWLRQV�

$FFRUGLQJ� WR� VRPH� REVHUYHUV� DGYDQFHV� LQ� WHFKQRORJ\� LQFOXGH� HOHPHQWV
ZKLFK�WKUHDWHQ�WKH�EDQNV¶�SRVLWLRQ�DV�SD\PHQW�LQWHUPHGLDWRUV��7KHUH�DUH�WZR�UHD�
VRQV�ZK\� WKHVH� IHDUV� DUH� H[DJJHUDWHG��7KH� ILUVW� LV� WKDW�QHZ� WHFKQRORJLHV� LQ�GDWD
FRPPXQLFDWLRQ� DQG�SURFHVVLQJ� GR� QRW�� DIWHU� DOO�� WDNH� XV� DOO� WKH�ZD\� WR� WKH� QHZ
ZRUOG� HQYLVDJHG�E\� WKH� SURSRQHQWV� RI� WKH�1HZ�0RQHWDU\� 6FKRRO��&RVWV� QRW� DI�
IHFWHG� E\� WHFKQLFDO� SURJUHVV� �ULVN�UHODWHG� FRVWV�� DQG� QHWZRUN� HIIHFWV� LPSO\� WKH
H[LVWHQFH�RI�D�WKUHVKROG�IRU�UHSODFLQJ�EDQN�GHSRVLWV�ZLWK�RWKHU�ILQDQFLDO�DVVHWV�DV
WKH�GRPLQDQW�PHGLXP�RI�H[FKDQJH��7KH�RWKHU�UHDVRQ�LV�WKDW�WKH�VDPH�DGYDQFHV�LQ
WHFKQRORJ\�HQDEOH�EDQNV�WR�FRQVROLGDWH�WKHLU�SRVLWLRQ�DV�SD\PHQW�LQWHUPHGLDWRUV�
%\�WUDGLWLRQ��EDQNV�DUH�LQ�D�JRRG�SRVLWLRQ�WR�GHYHORS�WKH�MRLQW�VXSSO\�RI�SD\PHQW
DQG� ILQDQFLDO� VHUYLFHV� DQG� WR� SURYLGH� SD\PHQW� DQG� OLTXLGLW\� VHUYLFHV� OLQNHG� WR
,QWHUQHW� FRPPHUFH� DQG� WKXV� HQDEOH� WKH� GHYHORSPHQW� RI� DQ� HIILFLHQW� DQG� YLDEOH
FRQFHSW�RI�RQ�OLQH�EXVLQHVV�

7KH�EDQNLQJ� LQGXVWU\� LV� LQ� D� FULWLFDO�SHULRG��ZKLFK�ZLOO� FRQWLQXH� IRU� VRPH
WLPH��:KDW�PDNHV� WKH� VLWXDWLRQ� KLVWRULFDOO\� VLJQLILFDQW� LV� WKDW� WKH� LQGXVWU\� IDFHV
SUHVVXUHV�VLPXOWDQHRXVO\�IURP�D�QXPEHU�RI�TXDUWHUV��HDFK�RI�ZKLFK�FRXOG�KDYH�D
IXQGDPHQWDO�LPSDFW�RQ�WKH�IXWXUH�FRXUVH�RI�EDQNLQJ��(FRQRPLF�OLEHUDOLVP��DORQJ
ZLWK�HFRQRPLF�SROLWLFDO�LQWHJUDWLRQ�LQ�(XURSH�DQG�WKH�UHYROXWLRQ�LQ�WHFKQRORJ\��DOO
RI� ZKLFK� KDYH� IXQGDPHQWDO� LPSOLFDWLRQV� IRU� WKH� FRPSHWLWLYH� VLWXDWLRQ�� UHTXLUH
FRPSUHKHQVLYH�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�WKH�EDQNLQJ�VHFWRU�DQG�LQ�WKH�SHUIRUP�
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DQFH�RI�LQGLYLGXDO�EDQNV��7KH�EDQNLQJ�VHFWRU�DQG�LQGLYLGXDO�EDQNV�ZLOO� ORRN�GLI�
IHUHQW�ZKHQ�WKH�
ILJKW
�LV�RYHU�DQG�ZH�HQWHU�D�PRUH�VWDEOH�SKDVH��%XW�WKHUH�ZLOO�VWLOO
EH�EDQNV�±�RI�YDULRXV�VL]HV���SHUIRUPLQJ�WKH�WUDGLWLRQDO�IXQFWLRQV�RI�LQWHUPHGLDWLQJ
ILQDQFLQJ�DQG�SD\PHQWV�

,�DP�LQFOLQHG�WR�GUDZ�D�IXUWKHU�FRQFOXVLRQ��7KH�VWUHQJWKHQLQJ�RI�WKH�LQWHUUH�
ODWLRQVKLS� EHWZHHQ� WKH� EDQNV� DQG� WKHLU� FHQWUDO� EDQN�� LQGXFHG� E\� WKH� VWUXFWXUDO
FKDQJHV�ZH�DUH�ZLWQHVVLQJ��ZLOO�UHPDLQ��7KLV�LV�OLNHO\�WR�KROG�IRU�ERWK�WKH�RSHUD�
WLRQDO�FRPSOHPHQWDULW\�DQG�WKH�RYHUVLJKW�IXQFWLRQ��DQG�FHQWUDO�EDQN�LQYROYHPHQW
ZLOO� LQFUHDVLQJO\� IRFXV�RQ�RYHUVLJKW��7KH�FHQWUDO�EDQN
V� UROH� DV� VXSSOLHU� RI� FDVK
ZLOO�LQHYLWDEO\�GLPLQLVK��,Q�PRVW�FRXQWULHV�WKH�SRVVLELOLWLHV�IRU�UHSODFLQJ�FDVK�ZLWK
DXWRPDWHG�WUDQVIHU�SD\PHQWV�DQG�SULYDWH�H�PRQH\�DUH�VXEVWDQWLDO�

+RZHYHU��WKH�UROHV�RI�WKH�EDQNV�DQG�WKH�FHQWUDO�EDQN�YLV�j�YLV�SD\PHQW�V\V�
WHPV�DUH� VWLOO� LQ�QHHG�RI� VRPH� ILQH� WXQLQJ��2QFH� WKHVH� DUH� SURSHUO\� GHILQHG� DQG
DFFHSWHG��LW�ZLOO�EH�HDVLHU�IRU�ERWK�SDUWLHV�WR�DFW��7KLV�RI�FRXUVH�GRHV�QRW�PHDQ�WKDW
D�PXWXDO� XQGHUVWDQGLQJ�ZLOO� EH� UHDFKHG� RQ� DOO� LVVXHV�� 7KHUH� DUH� JHQXLQH� GLIIHU�
HQFHV� LQ� WKH�ZD\� WKH� FHQWUDO� EDQN�� UHSUHVHQWLQJ� SXEOLF� SROLF\� LQWHUHVWV�� DQG� WKH
EDQNV��UHSUHVHQWLQJ�SURILW�PRWLYDWHG�SULYDWH�LQWHUHVWV��ORRN�DW� WKLQJV��%XW�� LW� LV�RI
XWPRVW� LPSRUWDQFH� WKDW� WKH� UXOHV� RI� WKH� JDPH� EH� FOHDU� DQG�ZHOO� DFFHSWHG� E\� DOO
SDUWLFLSDQWV�
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