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,����*HQHUDO�)UDPHZRUN�RI�WKH�0RQHWDU\�3ROLF\�DQG�([FKDQJH�5DWH�5HJLPH�

�

���,Q�DQ�HFRQRP\��WKH�FKRLFH�RI�H[FKDQJH�UDWH�UHJLPH�LV�WKH�NH\�GHWHUPLQDQW�RI�

WKH� PRQHWDU\� SROLF\� LPSOHPHQWDWLRQV�� ,Q� RWKHU� ZRUGV�� PRQHWDU\� SROLF\�

LPSOHPHQWDWLRQV�RI� FHQWUDO�EDQNV� PD\�GLIIHU�DFFRUGLQJ�WR�ZKLFK�H[FKDQJH�UDWH�

UHJLPH�LV�FKRVHQ��

�

���%\�WKH�&HQWUDO�%DQN�/DZ��7XUNH\·V�H[FKDQJH�UDWH�UHJLPH�LV�GHWHUPLQHG�E\�WKH�

MRLQW�GHFLVLRQ�RI�WKH�*RYHUQPHQW�DQG�WKH�&HQWUDO�%DQN��%HVLGHV�WKH�IXQGDPHQWDO�

HFRQRPLF� SROLF\� SULRULWLHV�� WKH� FXUUHQW� VWUXFWXUH� RI� WKH� HFRQRP\� DOVR� SOD\V� DQ�

LPSRUWDQW�UROH�ZKHQ�FKRRVLQJ�WKH�UHJLPH��

�

��� ,W� LV� SRVVLEOH� WR� DUULYH� DW� WKH� IROORZLQJ� FRQFOXVLRQV� FRQVLGHULQJ� WKH� UHFHQW�

GHYHORSPHQWV� RI�WKH�H[FKDQJH� UDWH�UHJLPHV� DQG�PRQHWDU\�SROLFLHV� LQ�WKH�ZRUOG�

DQG� LQ�7XUNH\��,Q�WKH�HFRQRPLHV�WKDW�DUH�FORVHG�RU�SDUWO\�RSHQ�WR�LQWHUQDWLRQDO�

FDSLWDO� PRYHPHQWV�� GXH� WR� WKLV� FKDUDFWHULVWLFV� RI� WKH� HFRQRP\�� &HQWUDO� EDQNV�

FDQ� SOD\� DQ� LPSRUWDQW� UROH� LQ� GHWHUPLQLQJ� ERWK� WKH� H[FKDQJH� UDWH� DQG� WKH�

LQWHUHVW�UDWHV��$V�D�PDWWHU�RI�IDFW��7XUNH\·V�PRQHWDU\�SROLF\�KDG�EHHQ�EDVHG�RQ�

WKH�´IL[HG�H[FKDQJH�UDWH��PDQDJHG�LQWHUHVW�UDWHµ�V\VWHP�EHIRUH�����V��DV�ZDV�

WKH�FDVH�LQ�DOPRVW�DOO�GHYHORSLQJ�FRXQWULHV��

�

��� +RZHYHU�� DOO� DURXQG� WKH� ZRUOG� WKH� LQZDUG� LPSRUW� VXEVWLWXWLRQ� DQG� WKH�

UHVWULFWLYH� IRUHLJQ� WUDGH� SROLFLHV� ZHUH� UHSODFHG� E\� OLEHUDO� SROLFLHV� RSHQ� WR�

RXWVLGH�ZRUOG�LQ�����V��,Q�OLQH�ZLWK�WKHVH�JOREDO�WUHQGV��DOVR�7XUNH\�WULHG�WR�OD\��

WKH� JURXQGZRUN� IRU� DQ� RXWZDUG�ORRNLQJ� OLEHUDO� HFRQRP\�� WKH� PRQH\�� IRUHLJQ�

H[FKDQJH� DQG� VHFXULWLHV� PDUNHWV� ZHUH� HVWDEOLVKHG� DQG� GHYHORSHG�� EHVLGHV�
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OLEHUDOL]LQJ�IRUHLJQ�WUDGH�GXULQJ�WKH�����V��,Q�WKLV�SHULRG�ZKHQ�WKHUH�ZHUH�OLWWOH�

FDSLWDO� PRYHPHQWV�� WKH� &HQWUDO� %DQN� RSWHG� IRU� FRQWUROOLQJ� WKH� H[FKDQJH� UDWH��

EXW�PDQDJHG�WR�UHWDLQ�FRQWURO�RYHU�LQWHUHVW�UDWHV�DV�ZHOO��

�

��� ,Q� ����V�� FDSLWDO� PRYHPHQWV� EHFDPH� PRUH� DQG� PRUH� OLEHUDO�� DQG� JDLQHG�

PRPHQWXP�� 7KLV� OHG� WR� KXJH� DQG� VXGGHQ� FDSLWDO� LQIORZV� DQG� RXWIORZV� WKDW�

UHVXOWHG� LQ� WKH� FULVHV� HVSHFLDOO\� LQ� GHYHORSLQJ� FRXQWULHV�� 7KHVH� GHYHORSPHQWV�

KDYH�VKDSHG�WKH�FRXUVH�RI�WKH�ZRUOG�HFRQRP\��

�

��� 7KH� FRPPRQ� SHFXOLDULW\� RI� WKH� PRQHWDU\� SROLFLHV� SXUVXHG� LQ� GHYHORSLQJ�

FRXQWULHV� LQ�WKLV�SHULRG�ZDV�WKDW��ZKLOH�IL[HG�RU�SUH�DQQRXQFHG�H[FKDQJH�UDWHV�

ZHUH�LQ�SODFH��WKH�FHQWUDO�EDQNV·� LQIOXHQFH�RQ�GRPHVWLF�LQWHUHVW�UDWHV�UHPDLQHG�

H[WUHPHO\� OLPLWHG� GXH� WR� WKH� IDFW� WKDW� WKH� HFRQRPLHV� ZHUH� PRUH� RSHQ� WR� WKH�

ZRUOG�� 8QGHU� VXFK� V\VWHP�� WKH� FHQWUDO� EDQNV� WU\� WR� NHHS� WKH� H[FKDQJH� UDWH�

OHYHOV� WKH\� KDYH� FRPPLWWHG�� ZKLOH� PRQHWDU\� DJJUHJDWHV� DQG� LQWHUHVW� UDWHV� DUH�

ODUJHO\�GHWHUPLQHG�DFFRUGLQJ�WR�WKH�IRUHLJQ�FDSLWDO�LQIORZ�DQG�RXWIORZ��,Q�RWKHU�

ZRUGV�� WKH� FHQWUDO� EDQNV� KDG� OLWWOH� FRQWURO� RYHU� PRQHWDU\� DJJUHJDWHV� LQ� WKLV�

SHULRG�� 7KH� SUHGLFWDELOLW\� RI� H[FKDQJH� UDWH� PD\� DFFHOHUDWH� WKH� FDSLWDO� LQIORZV�

ZLWK� VSHFXODWLYH� LQWHQWLRQV�� DV� WKH� EHOLHI� WKDW� WKH� VXVWDLQDELOLW\� RI� WKH�

H[FKDQJH�UDWH� UHJLPH� ZRXOG� FRQWLQXH�� +RZHYHU�� ZKHQHYHU� H[SHFWDWLRQV�

GHWHULRUDWH�� WKH� VSHFXODWLYH� FDSLWDO� ZLOO� UXQ� DZD\� VXGGHQO\�� WULJJHULQJ� VHULRXV�

FULVHV��,Q�IDFW��WKHVH�VXGGHQ�FDSLWDO�IOLJKWV�WULJJHUHG�WKH�FULVHV�LQ�7XUNH\�DORQJ�

ZLWK�VRPH�)DU�HDVWHUQ�$VLDQ�DQG�/DWLQ�$PHULFDQ�FRXQWULHV��

�

��� ,Q� WKH� ZRUOG� RI� WRGD\�� WKH� PDLQ� FRQFHSW�� ZKLFK� LV� JUDGXDOO\� EHFRPLQJ�

ZLGHVSUHDG� LQ� WKH� DUHD� RI�WKH�H[FKDQJH�UDWH�UHJLPH�� LV� WKH� ´IORDWLQJ�H[FKDQJH�

UDWH� UHJLPHµ�� 7R� SXW� LW� DQRWKHU� ZD\�� WKH� FHQWUDO� EDQNV� DUH� FRQGXFWLQJ� D� PRUH�

DFWLYH� PRQHWDU\� SROLF\�� WU\LQJ� WR� FRQWURO� WKH� VKRUW�WHUP� LQWHUHVW� UDWHV� LQ�

SDUWLFXODU�� DQG� DOORZLQJ� H[FKDQJH� UDWHV� WR� EH� GHWHUPLQHG� XQGHU� PDUNHW�

FRQGLWLRQV��8QGHU�WKLV�V\VWHP��VLQFH�H[FKDQJH�UDWH�FDQ�QR�ORQJHU�EH�XVHG�DV�WKH�
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QRPLQDO� DQFKRU�� LQIODWLRQ� LWVHOI� LV� FKRVHQ� DV� WKH� DQFKRU� HVSHFLDOO\� WR� LQIOXHQFH�

H[SHFWDWLRQV�� 7KH� FHQWUDO� EDQNV� VKDSH� WKHLU� LPSOHPHQWDWLRQV� DFFRUGLQJ� WR� WKH�

WDUJHWHG�LQIODWLRQ�RQO\��

�

���&RQVHTXHQWO\��WKHUH�DUH�WKUHH�EDVLF�SROLF\�RSWLRQV��&RQVLGHULQJ�WKHVH�RSWLRQV�

LQ�WKH�FRQWH[W�RI�7XUNH\·V�H[SHULHQFH��ZH�PD\�GLYLGH�WKH�ZKROH�SHULRG�WR�WKUHH�

VHFWLRQV�� L�� %HIRUH� ����·V� DQG� SDUWLDOO\� LQ� WKH� ���������� SHULRG�� LQ� ZKLFK�

LQWHUHVW�UDWHV�ZHUH�FRQWUROOHG�DQG�IL[HG�H[FKDQJH�UDWH�UHJLPH�ZDV�LPSOHPHQWHG��

LQ�DQ�HQYLURQPHQW�ZKHUH�FDSLWDO�PRYHPHQWV�ZHUH�FRQVWUDLQHG��LL��7KH�����������

SHULRG��LQ�ZKLFK�D�IL[HG�EXW�DGMXVWDEOH�RU�SUH�DQQRXQFHG�H[FKDQJH�UDWH�UHJLPH��

LQ�RWKHU�ZRUGV�SDVVLYH�PRQHWDU\�SROLF\��ZDV�LPSOHPHQWHG�ZLWK�WKH�OLEHUDOL]DWLRQ�

RI�FDSLWDO�PRYHPHQWV�� LLL��$IWHU������� LQ� WKH� IUDPHZRUN� RI�DQ�DFWLYH�PRQHWDU\�

SROLF\�� IUHH� FDSLWDO� PRYHPHQWV�� DQG� FRQWUROOHG� LQWHUHVW� UDWHV� ZDV� FKRVHQ� DQG�

LPSOHPHQWHG��

�

��� ,Q� OLJKW� RI� WKLV� LQIRUPDWLRQ�� D� FORVHU� ORRN� LQWR� WKH� PRQHWDU\� SROLF\� DQG�

H[FKDQJH�UDWH�UHJLPH�EHLQJ� LPSOHPHQWHG�VLQFH������UHYHDOV�WKDW�WZR�VHSDUDWH�

SHULRGV�DUH�LQ�TXHVWLRQ�LQ�WHUPV�RI�GLIIHUHQW�XQGHUO\LQJ�FRQGLWLRQV��GHVSLWH�WKHLU�

ILQDO� JRDOV� DUH� WKH� VDPH�� 7KH� ILUVW� RQH� LV� WKH� FXUUHQF\�SHJ�EDVHG� VWDELOLW\�

SURJUDP� WKDW� ZDV� LQLWLDWHG� DW� WKH� VWDUW� RI� ������ 7KH� VHFRQG� RQH� LV� WKH�

´7UDQVLWLRQ� 3URJUDP� IRU� 6WUHQJWKHQLQJ� WKH� 7XUNLVK� (FRQRP\µ�� ZKLFK� KDV� EHHQ�

LPSOHPHQWHG�VLQFH�0D\�������7KLV�LV�D�VWDELOL]DWLRQ�SURJUDP�WKDW�JLYHV�HPSKDVLV�

RQ�UHLQIRUFLQJ�WKH�VWUXFWXUDO�HOHPHQWV�RI�WKH�SUHYLRXV�SURJUDP��DQG�LV�EDVHG�RQ�

WKH� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� XQGHU� ZKLFK� WKH� H[FKDQJH� UDWH� QR� ORQJHU�

IXQFWLRQV�DV�DQ�DQFKRU��

�

���� :KLOH� WKH� WDUJHWV�RI� PRQHWDU\� SROLF\� KDYH�VWXFN�WR�WKH�VDPH�REMHFWLYH�RI�

SULFH� VWDELOLW\� LQ� WKHVH� WZR� SHULRGV� LQ� ZKLFK� GLIIHUHQW� H[FKDQJH� UDWH� SROLFLHV�

ZHUH� LQ� SODFH�� WKH\� KDYH� KDG� GLIIHUHQW� LPSOHPHQWDWLRQV� DQG� UHIOHFWLRQV� RQ� WKH�

PDUNHW�� $V� WKH� H[FKDQJH� UDWH� ZDV� WKH� DQFKRU� LQ� WKH� ����� SURJUDP�� WKH�
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PRQHWDU\� SROLF\� KDG� DOPRVW� QR� LQIOXHQFH� RQ� VKRUW�WHUP� LQWHUHVW� UDWHV�� ,Q� WKLV�

SHULRG��WKH�&HQWUDO�%DQN�ERUQ�WKH�H[FKDQJH�UDWH�ULVN�GXH�WR�LWV�FRPPLWPHQW�RQ�

WKH�SUHGHWHUPLQHG�OHYHO�RI�H[FKDQJH�UDWH��OHDYLQJ�WKH�LQWHUHVW�UDWH�ULVN�GLUHFWO\�

WR� WKH� PDUNHW�� 8QGHU� WKH� FXUUHQW� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH�� LQ� ZKLFK� WKH�

H[FKDQJH� UDWH� KDV� EHFRPH� DQ� H[RJHQRXV� YDULDEOH�� WKH� PRQHWDU\� SROLF\� KDV�

HQDEOHG� WKH� &HQWUDO� %DQN� WR� LQFUHDVH� LWV� LQIOXHQFH� RQ� WKH� VKRUW�WHUP� LQWHUHVW�

UDWHV�� ,Q� WKLV� SHULRG�� WKH� VKRUW�WHUP� LQWHUHVW� UDWHV� KDYH� EHFRPH� WKH� EDVLF�

PRQHWDU\� SROLF\� LQVWUXPHQW�� 8QGHU� WKH� FXUUHQW� LPSOHPHQWDWLRQ�� WKH� H[FKDQJH�

UDWH� LV� EDVLFDOO\� GHWHUPLQHG� LQ� OLQH� ZLWK� GHPDQG� DQG� VXSSO\� FRQGLWLRQV� LQ� WKH�

PDUNHW��7KH�&HQWUDO�%DQN�PDNHV�QR�FRPPLWPHQWV�ZKDWVRHYHU�UHJDUGLQJ�WKH�OHYHO�

RI� WKH� H[FKDQJH� UDWH�� 7KXV�� WKH� H[FKDQJH�UDWH� ULVN� KDV� EHFRPH� DQ� LPSRUWDQW�

YDULDEOH�WKDW�WKH�PDUNHW�SOD\HUV�VKRXOG�FRQVLGHU�GLUHFWO\��

�

���� 7KH�DERYH�PHQWLRQHG� GLIIHUHQW�H[FKDQJH�UDWH� UHJLPHV� LPSOHPHQWHG� LQ�WZR�

SHULRGV� ZHUH� FKRVHQ� E\� WDNLQJ� WKH� SUHYDLOLQJ� FRQGLWLRQV�� WKH� JRDOV� DQG�

SHFXOLDULWLHV�RI�WKH�SURJUDP�LPSOHPHQWHG�LQWR�DFFRXQW��$W�WKLV�SRLQW��LW�VKRXOG�EH�

UHPHPEHUHG�WKDW��WKH�FXUUHQWO\�LPSOHPHQWHG�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�ZDV�

DOVR� WKH� XOWLPDWH� JRDO� RI� WKH� SUHYLRXV� SURJUDP�� +RZHYHU�� WKH� VZLWFK� WR� WKH�

IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� EHFDPH� LQHYLWDEOH� ULJKW� DIWHU� D� FULVLV� DW� D� WLPH�

ZKHQ�WKH�HFRQRPLF�IRXQGDWLRQV�ZHUH�QRW�\HW�UHLQIRUFHG���

�

����:KHQ�ZH�ORRN�LQWR�WKHVH�WZR�UHJLPHV��LW�LV�REVHUYHG�WKDW�ERWK�UHJLPHV�KDYH�

WKHLU� SURV� DQG� FRQV�� $V� LW� LV� HDVLO\� XQGHUVWDQGDEOH� DQG� IROORZHG� E\� WKH� SXEOLF��

WKH�IL[HG�RU�SHJJHG�H[FKDQJH�UDWH�UHJLPH�FDQ�EH�XVHG�DV�DQ�HIIHFWLYH�DQFKRU�LQ�

GLUHFWLQJ� H[SHFWDWLRQV�� DV� ORQJ� DV� WKH� ILVFDO� SROLF\� LV� FRQGXFWHG� LQ� DJUHHPHQW�

ZLWK�WKH�H[FKDQJH�UDWH�UHJLPH��DQG�WKHUH�LV�D�VRXQG�EDQNLQJ�V\VWHP��0RUHRYHU��

WKH� VWURQJ� LQWHUDFWLRQ� EHWZHHQ� H[FKDQJH� UDWH� DQG� LQIODWLRQ� HVSHFLDOO\� LQ� WKH�

GHYHORSLQJ� FRXQWULHV� HQDEOHV� WKH� H[FKDQJH� UDWH� WR� EHFRPH� DQ� HIIHFWLYH� WRRO�

DJDLQVW�LQIODWLRQ�VR�ORQJ�DV�LW�LV�VXVWDLQDEOH��+RZHYHU��DORQJ�ZLWK�LWV�DGYDQWDJHV��

VXFK�D�UHJLPH�UHTXLUHV�WKH�FHQWUDO�EDQNV�WR�KROG�D�JUHDW�DPRXQW�RI�LQWHUQDWLRQDO�
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UHVHUYHV� LQ� RUGHU� WR� VDIHJXDUG� WKH� H[FKDQJH� UDWH�� 6RPH� DGGLWLRQDO� UHVHUYH�

IDFLOLWLHV�VKRXOG�DOVR�EH�DYDLODEOH�WR�SUHVHUYH�WKH�FRPPLWWHG�H[FKDQJH�UDWH�OHYHO�

IRU�FULVLV�VLWXDWLRQV��7KH�RWKHU�GLVDGYDQWDJHV�RI�WKH�IL[HG�RU�SHJJHG�H[FKDQJH�

UDWH�UHJLPH�DUH�WKH�ODFN�RI�IOH[LELOLW\�WR�H[RJHQRXV�VKRFNV��DQG�WKH�LQFUHDVH�LQ�

VKRUW�WHUP�VSHFXODWLYH�FDSLWDO�PRYHPHQWV���

�

���� $V� LV� DOVR� VHHQ� LQ� 7XUNH\�� XQGHU� WKH� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH�� D� QHZ�

DQFKRU�LV�QHHGHG�VLQFH�WKH�H[FKDQJH�UDWH�LV�QR�ORQJHU�WKH�DQFKRU��$QG�JHQHUDOO\��

LW� LV� WKH� LQIODWLRQ� LWVHOI� WKDW� DVVXPHV� WKLV� UROH� ZLWKLQ� WKH� IUDPHZRUN� RI� D�

PRQHWDU\� SROLF\� UHJLPH�� FDOOHG� LQIODWLRQ� WDUJHWLQJ�� $V� QR� H[FKDQJH� UDWH� OHYHO� LV�

WDUJHWHG�LQ�WKLV�UHJLPH��NHHSLQJ�D�VL]HDEOH�DPRXQW�RI�IRUHLJQ�H[FKDQJH�UHVHUYHV�

LV� QR� ORQJHU� QHHGHG� WR� GHIHQG� WKH� H[FKDQJH� UDWH�� $V� KDV� EHHQ� VHHQ� LQ� VLPLODU�

FRXQWU\� FDVHV�� D� FHUWDLQ� DPRXQW� RI� UHVHUYH� LV� WKRXJKW� WR� EH� QHFHVVDU\� IRU� D�

VPRRWK�H[WHUQDO�GHEW�VHUYLFLQJ��DQG�IRU�EXLOGLQJ�DQG�SUHVHUYLQJ�FRQILGHQFH�WKDW�

ZRXOG� UHVXOW� LQ� H[FKDQJH�UDWH� VWDELOLW\�� 7KH� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� LV�

TXLWH� IOH[LEOH� WRZDUGV� H[RJHQRXV� VKRFNV�� ,Q� WKH� HYHQW� RI� VXFK� VKRFNV�� DQ\�

FKDQJH� WKDW� PD\� RFFXU� LQ� WKH� H[FKDQJH� UDWH� ZRXOG� SURYLGH� WKH� GHPDQG� DQG�

VXSSO\� FRQGLWLRQV� LQ� WKH� PDUNHWV� WR� EH� EDODQFHG� DJDLQ�� /LNHZLVH�� VLQFH� VXFK� D�

UHJLPH� DOORZV� WKH� H[FKDQJH� UDWH� WR� EH� GHWHUPLQHG� GLUHFWO\� LQ� WKH� PDUNHW�� LQ�

RWKHU�ZRUGV��VLQFH�WKH�H[FKDQJH�UDWH�ULVN�LV�ERUQ�E\�WKH�PDUNHW��LW�ZRXOG�KDYH�D�

GLVFRXUDJLQJ� HIIHFW� RQ� WKH� VSHFXODWLYH� FDSLWDO� PRYHPHQWV� UHIHUUHG� DV� ´KRW�

PRQH\µ��$OWKRXJK�PDUNHW�SOD\HUV�PDNH�WUDQVDFWLRQV�E\�KDYLQJ�WKHLU�H\HV�RQ�WKH�

VXVWDLQDELOLW\� RI� WKH� FRPPLWWHG� H[FKDQJH�UDWH� OHYHO� XQGHU� WKH� FXUUHQF\� SHJ�

UHJLPH�� WKH\� KDYH� WR� FRQVLGHU� DOO� RWKHU� PDUNHW� SOD\HUV·� EHKDYLRUV� WRZDUGV�

H[FKDQJH� UDWH� EHIRUH� WDNLQJ� DQ\� DFWLRQ� XQGHU� WKH� IORDWLQJ� H[FKDQJH�UDWH�

UHJLPH�� 7KLV� VWUXFWXUH� QRW� RQO\� FRQVWUDLQV� VKRUW�WHUP� VSHFXODWLYH� FDSLWDO�

PRYHPHQWV��KRW�PRQH\��E\�XUJLQJ�DOO�PDUNHW�SOD\HUV�WR�EH�PRUH�FDUHIXO��EXW�DOVR�

FRQWULEXWHV� WR� WKH� DFKLHYHPHQW� RI� H[FKDQJH� UDWH� VWDELOLW\� E\� SUHYHQWLQJ� KLJK�

PRYHPHQWV�LQ�WKH�H[FKDQJH�UDWHV��
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�

���� 8QGHU� VXFK� UHJLPH�� WKH� IDFWRUV� WKDW� GHWHUPLQH� WKH� VKRUW�WHUP� H[FKDQJH�

UDWH� OHYHO� DUH� DV� IROORZV�� WKH� FKDQJHV� LQ� WKH� UHVLGHQWV·� DQG� QRQ�UHVLGHQWV·�

SUHIHUHQFHV� LQ� WKHLU� GRPHVWLF� FXUUHQF\� DQG� IRUHLJQ� FXUUHQF\� SRUWIROLRV�

GHSHQGLQJ� RQ� GRPHVWLF� DQG� LQWHUQDWLRQDO� LQWHUHVW�UDWH� GLIIHUHQWLDOV� DQG�

H[SHFWDWLRQV�� WKH� GRPHVWLF� DQG� LQWHUQDWLRQDO� SROLWLFDO� DQG� HFRQRPLF�

GHYHORSPHQWV�� DQG� WKH� SURVSHFWV� DQG� UHDOL]DWLRQV� IRU� EDODQFH� RI� SD\PHQWV�� ,Q�

7XUNH\�� H[FKDQJH� UDWHV� DUH� VXEMHFW� WR� YRODWLOLW\� EHFDXVH� RI� WKH� IUHTXHQWO\�

RFFXUULQJ�SROLWLFDO�LQVWDELOLW\��RU�WKH�SROLWLFDOO\�PRWLYDWHG�GHFLVLRQV�WKDW�DUH�QRW�

EDVHG� RQ� WKH� UHTXLUHPHQWV� RI� WKH� HFRQRP\�� JLYLQJ� WKH� LPSUHVVLRQ� WKDW� WKHUH�

ZRXOG� EH� D� GHYLDWLRQ� IURP� WKH� FXUUHQW� HFRQRPLF� SURJUDP�� WKH� IDFW� WKDW� WKH�

IRUHLJQ�H[FKDQJH�DQG�IRUZDUG�WUDQVDFWLRQ�PDUNHWV�DUH�QRW�\HW�HVWDEOLVKHG��DQG�

WKH�FXOWXUH�RI�PDQDJLQJ�H[FKDQJH�UDWH�ULVN�LV�QRW�\HW�WDNHQ�URRW�VXIILFLHQWO\�LQ�

ERWK�ILQDQFLDO�DQG�UHDO�VHFWRUV��7KH�OHYHO�RI�H[FKDQJH�UDWH�LV�PDLQO\�GHWHUPLQHG�

E\� DOO� WKHVH� IDFWRUV�� $V� WR� WKH� ORQJ�WHUP� H[FKDQJH� UDWHV� WKH� JDS� EHWZHHQ�

GRPHVWLF�DQG�IRUHLJQ�FRXQWULHV·�LQIODWLRQ�UDWHV�DOVR�EHFRPHV�FUXFLDO��7KLV�LVVXH�LV�

HODERUDWHG�LQ�GHWDLO�LQ�WKH�IROORZLQJ���WK�����WK�DQG����VW�SDUDJUDSKV���

�

���� $V� WR� WKH� FRQFHUQ� WKDW� WKH� IORDWLQJ� H[FKDQJH�UDWH� UHJLPH� PLJKW� LQFUHDVH�

WKH� XQFHUWDLQW\� DQG� WKHQ� WKH� ULVN� SUHPLXP� RQ� WKH� ERUURZLQJ� LQVWUXPHQWV�� WKH�

LQWHUQDWLRQDO�DFDGHPLF�VWXGLHV�VKRZ�WKDW��ZKHQ�ERUURZLQJ��WKHUH� LV�QR�HYLGHQFH�

WKDW� WKH� FRXQWULHV� DGRSWLQJ� IORDWLQJ� H[FKDQJH�UDWH� UHJLPH� SD\� PRUH� ULVN�

SUHPLXP�WKDQ�WKRVH�DGRSWLQJ�IL[HG�RU�SHJJHG�H[FKDQJH�UDWH�UHJLPH�
�
�

�

����6LPLODUO\��WKH�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�LV�DQ�HDV\�WR�IROORZ�DQG�YLVLEOH�

V\VWHP�� XQGHU� ZKLFK� WKHUH� LV� QR� FRPPLWPHQW� IRU� WKH� H[FKDQJH� UDWH� OHYHO�� DQG�

WKH�GHWHUPLQDWLRQ�RI�ZKLFK�LV�OHIW�WR�PDUNHW��7KHUHIRUH��DQ\�SRVLWLYH�RU�QHJDWLYH�

HIIHFW� RI� RWKHU� SROLF\� LPSOHPHQWDWLRQV� ZRXOG� KDYH� GLUHFW� LPSOLFDWLRQV� RQ� WKH�

������������������������������ �������������������
�)HOLSH�/DUUDLQ�%���9HODVFR�$QGUHV��³([FKDQJH�5DWH�3ROLF\�LQ�(PHUJLQJ�0DUNHWV��7KH�&DVH�IRU�)ORDWLQJ´��$SULO��

������
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H[FKDQJH� UDWH�� )RU� WKLV� YHU\� UHDVRQ�� WKH� ILVFDO� DQG� PRQHWDU\� GLVFLSOLQH� FDQ� EH�

DFKLHYHG� PRUH� HIIHFWLYHO\� XQGHU� WKH� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH�� DV�

HYLGHQFHG�LQ�WKH�/DWLQ�$PHULFDQ�FRXQWULHV�

�

����$QRWKHU�DGYDQWDJH�RI�IORDWLQJ�H[FKDQJH�UHJLPHV�LV�WKDW�VLQFH�WKH�H[FKDQJH�

UDWH�ULVN�LV�ERUQ�E\�PDUNHWV��WKH�HFRQRPLF�DJHQWV�DUH�HQFRXUDJHG�WR�EHDU�WKHLU�

ULVN�H[SRVXUHV�DULVLQJ�IURP�WKHLU�VKRUW�IRUHLJQ�H[FKDQJH�SRVLWLRQV�WR�WKH�H[WHQW�

WKDW� WKDW� WKH\� FDQ� FRQWURO� E\� WKHPVHOYHV�� $FFRUGLQJO\�� WKH� IORDWLQJ� H[FKDQJH�

UDWH� SROLF\� VKRXOG� H[HUW� D� PRUH� HIIHFWLYH� FRQWURO� RQ� WKH� H[WHQW� RI� VKRUW�

SRVLWLRQV� WKDQ� WKH� FXUUHQF\�SHJ� UHJLPHV� GRHV�� ZKHQ� LW� LV� FRQVLGHUHG� WKDW�

VL]HDEOH� VKRUW� SRVLWLRQV� KHOG� E\� HFRQRPLF� DJHQWV� LV� WKH� SULPDU\� UHDVRQ� RI� WKH�

KXJH�VOXPS�LQ�WKH�RXWSXW�DIWHU�FULVHV��GXH�WR�GHWHULRUDWLRQ�LQ�WKH�EDODQFH�VKHHWV�

DQG�FDVK�IORZV�UHVXOWLQJ�IURP�D�MXPS�LQ�WKH�H[FKDQJH�UDWH���

�

���� 6XFFHVV� RI� RXU�PRQHWDU\� SROLF\�VWUDWHJ\� XQGHU�WKH�IORDWLQJ� H[FKDQJH�UDWH�

UHJLPH�GHSHQGV�RQ�WKH�H[LVWHQFH�RI�FHUWDLQ�IDFWRUV��7KHVH�DUH��WKH�FRQWLQXDWLRQ�

RI� WKH� HIIHFWLYH� FRQGXFW� RI� WKH� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� ZLWK� VWULFW�

GHWHUPLQDWLRQ� LQ� RUGHU� WR� DFKLHYH� SULFH� VWDELOLW\�� ZKLFK� LV� WKH� XOWLPDWH� JRDO� RI�

WKH� PRQHWDU\� SROLF\�� WKH� PDLQWHQDQFH� RI� WKH� SULPDU\� VXUSOXV� LQ� OLQH� ZLWK� WKH�

WDUJHWHG�OLPLWV�WR�GHFUHDVH�WKH�SXEOLF�GHEW�VWRFN��WKH�FRPSOHWLRQ�RI�SURFHVV�RI�

UHVWUXFWXULQJ� RI� WKH� EDQNLQJ� V\VWHP�� WKH� DFWLYDWLRQ� RI� IXQG� WUDQVIHU� FKDQQHO�

EHWZHHQ�WKH�ILQDQFLDO�VHFWRU�DQG�UHDO�VHFWRU�SHUPDQHQWO\��DQG�WKH�VWUHQJWKHQLQJ�

RI�WKH�UROH�RI�SULYDWH�VHFWRU�LQ�WKH�HFRQRP\��

�

���� 7KH� SRLQW� ZH� KDYH� UHDFKHG� WRGD\� DOORZV� QR� UHWXUQ� WR� IL[HG� RU� SUHGLFWDEOH�

FXUUHQF\�SHJ�UHJLPHV��7KH�FRQILGHQFH�LQ�VXFK�UHJLPHV�KDV�EHHQ�ORVW�GXH�WR�EDG�

SDVW�SHUIRUPDQFH�WKDW�HQGHG�XS�LQ�FULVHV��,Q�7XUNH\��WKH�UHVXPSWLRQ�RI�D�IL[HG�

RU� SUHGLFWDEOH� FXUUHQF\� SHJ� UHJLPH� LV� LPSRVVLEOH�� VLQFH� LW� KDV� ORVW� FRQILGHQFH��

DQG�WKH�FXUUHQW�PRQHWDU\�SROLF\�LV�WDUJHWLQJ�LQIODWLRQ�LWVHOI�ZLWKRXW�PDNLQJ�DQ\�

FRPPLWPHQW� WR� DQ\� RWKHU� YDULDEOH� OLNH� H[FKDQJH� UDWH� IRU� WKH� VXFFHVV� RI� WKH�
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LQIODWLRQ�WDUJHWLQJ�V\VWHP��:KHQ�ZH�ORRN�DW�LQWHUQDWLRQDO�SUDFWLFHV��ZH�DOVR�VHH�

WKDW�FXUUHQF\�SHJ�UHJLPHV�DUH�GLVDSSHDULQJ�UDSLGO\��

�

����$QRWKHU�LVVXH�EURXJKW�RQ�WKH�DJHQGD�UHJDUGLQJ�WKH�H[FKDQJH�UDWH�UHJLPH�LV�

ZKHWKHU� LW� ZRXOG� EH� SRVVLEOH� WR� VZLWFK� WR� (XUR� XQLODWHUDOO\� EHIRUH� EHFRPLQJ� D�

PHPEHU� RI� WKH� (XURSHDQ� 8QLRQ�� ,Q� RXU� RSLQLRQ�� WKLV� LV� FHUWDLQO\� QRW� SRVVLEOH��

%HFDXVH� LQ� VXFK� HYHQW�� WKH� &HQWUDO� %DQN� ZRXOG� EH� GHSULYHG� RI� LWV� IXQFWLRQ� RI�

´OHQGHU� RI� ODVW� UHVRUWµ�� ,Q� RWKHU� ZRUGV�� WKH� &HQWUDO� %DQN�ZRXOG�QRW� EH�DEOH�WR�

LQWHUYHQH�LQ�WKH�VLWXDWLRQV�WKDW�PLJKW�RFFXU�LQ�ILQDQFLDO�PDUNHWV�DQG�WKDW�ZRXOG�

UHTXLUH� WKH� HOLPLQDWLRQ� RI� OLTXLGLW\� SUREOHPV�� %HFDXVH� LW� LV� QRW� EH� SRVVLEOH� IRU�

WKH�&HQWUDO�%DQN�WR�SURYLGH�OLTXLGLW\�LQ�D�FXUUHQF\�WKDW�LW�GRHV�QRW�LVVXH��:KHQ�

HYDOXDWHG� LQ�WKH�IUDPHZRUN� RI� WKH� FXUUHQW�HFRQRPLF�FRQGLWLRQV� LQ�7XUNH\�� LW� LV�

DOO�WKH�PRUH�LPSRUWDQW�WR�SUHVHUYH�WKH�&HQWUDO�%DQN·V�IXQFWLRQ�RI�´OHQGHU�RI�ODVW�

UHVRUWµ� LQ� YLHZ� RI� WKH� KLJK� SXEOLF� GHEW� VWRFN�� DQG� WKH� UHODWLYH� IUDJLOLW\� RI� WKH�

EDQNLQJ� VHFWRU�� $QRWKHU� GUDZEDFN� RI� VZLWFKLQJ� WR� (XUR�XQLODWHUDOO\� LV�WKDW� WKH�

&HQWUDO�%DQN�ZRXOG�QR�ORQJHU�EH�DXWKRUL]HG�WR�LVVXH�PRQH\�DQG�WKH�&HQWUDO�%DQN��

ZKLFK� KDV� WKH� H[FOXVLYH� SULYLOHJH� RI� SULQWLQJ� PRQH\�� ZRXOG� EH� GHYRLG� RI� UHDO�

UHYHQXH��QDPHO\�WKH�VHLJQLRUDJH�WKDW�LV�JHQHUDWHG�E\�SULQWLQJ�PRQH\��DQG�WKHQ�LV�

WUDQVIHUUHG�WR�WKH�7UHDVXU\��0RUHRYHU��WKH�(XURSHDQ�&HQWUDO�%DQN�LV�NQRZQ�WR�

EH�DJDLQVW�WR�WKH�VZLWFKLQJ�WR�(XUR�XQLODWHUDOO\��

�

���� )LQDOO\�� WKH� DGRSWLRQ� RI� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� ZDV� GHFLGHG� XSRQ�

MRLQWO\�E\�WKH�*RYHUQPHQW�DQG�WKH�&HQWUDO�%DQN��7KHUHIRUH��WKH�*RYHUQPHQW�DQG�

WKH�&HQWUDO�%DQN�DUH�MRLQWO\�UHVSRQVLEOH�IRU�WKH�FXUUHQW�H[FKDQJH�UDWH�UHJLPH��

7KLV� MRLQW� SRZHU� DQG� UHVSRQVLELOLW\� LQ� FKRRVLQJ� WKH� H[FKDQJH� UDWH� UHJLPH� LV�

VWDWHG� LQ� WKH� FXUUHQW� OHJDO� IUDPHZRUN�� DV� LW� ZDV� LQ� WKH� SDVW�� +RZHYHU�� WKH�

H[FKDQJH�UDWH� SROLF\�� LQ� RWKHU�ZRUGV�� WKH� SURSHU� LPSOHPHQWDWLRQ� RI�WKH�FKRVHQ�

H[FKDQJH�UDWH�UHJLPH��LV�WKH�&HQWUDO�%DQN·V�UHVSRQVLELOLW\��

�

�
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,����,QIODWLRQ�DV�D�3ROLF\�7DUJHW�DQG�,QWHUHVW�5DWHV��

�
���� 7RGD\�� WKH� &HQWUDO� %DQN� PDNHV� DOO� LWV� GHFLVLRQV� E\� FRQVLGHULQJ� WKH� IXWXUH�

LQIODWLRQ� ZLWK� WKH� DLP� RI� DFKLHYLQJ� SULFH� VWDELOLW\�� ZKLFK� LV� LWV� SULPDU\� JRDO��

8QGHU� WKH� FXUUHQW� SROLF\� LPSOHPHQWDWLRQ�� WDNLQJ� MXVW� WKH� IXWXUH� LQIODWLRQ� LQWR�

DFFRXQW� LV� SURYLGLQJ� FOHDUHU� VLJQDOV� WR� WKH� HFRQRPLF� DJHQWV� XQOLNH� SDVW�

H[SHULHQFHV�� ZKHQ� FRQIOLFWLQJ� VLJQDOV� ZHUH� JLYHQ� E\� WDUJHWLQJ� DQG� FRQVLGHULQJ�

YDULDEOHV� VXFK� DV� H[FKDQJH� UDWHV�� EDODQFH� RI� SD\PHQWV�� JURZWK�� DQG� VXSSRUWLQJ�

SXEOLF� ILQDQFH� DQG� EDQNV�� GLUHFWO\� RU� LQGLUHFWO\�� 7KLV� LV� YHU\� LPSRUWDQW� IRU�

GHFUHDVLQJ� ULVN� SUHPLXPV� RQ� LQYHVWPHQW� LQVWUXPHQWV� DQG� EULQJLQJ� UHDO� LQWHUHVW�

UDWHV� GRZQ� WR� D� UHDVRQDEOH� OHYHO� LQ� KDUPRQ\� ZLWK� WKH� HFRQRPLF� IXQGDPHQWDOV��

2QO\�WKHQ�FDQ�D�VXVWDLQDEOH�JURZWK�DQG�DQ�LQFUHDVH�LQ�HPSOR\PHQW�EH�DWWDLQHG�LQ�

7XUNLVK�HFRQRP\��

�

���� +LJK� UHDO� LQWHUHVW� UDWHV� KDYH� ORQJ� EHHQ� D� SUREOHP� LQ� RXU� HFRQRP\�� +DYLQJ�

VRDUHG�DERYH�WKH�UHDVRQDEOH�OHYHOV�DQG�WKH�ZRUOG�DYHUDJHV�IRU�D�ORQJ�WLPH��KLJK�

UHDO� LQWHUHVW�UDWHV�KDYH�EHFRPH�ERWK�WKH�FDXVH�DQG�HIIHFW�RI�PDQ\�FULVHV�DQG�

GLVWRUWHG�HFRQRPLF�VWUXFWXUH��7RGD\�ZH�VHH�WKDW��KLJK�UHDO�LQWHUHVW�UDWHV�FDQQRW�

EH�DWWULEXWHG�WR�WKH�HOHYDWHG�QRPLQDO�LQWHUHVW�UDWHV��EXW�WR�WKH�FULVHV�RFFXUUHG��

WR� WKH� KLJK� LQIODWLRQ�� DQG� WR� WKH� UHVXOWLQJ� IUDJLOH� HQYLURQPHQW�� ,W� LV� H[WUHPHO\�

LPSRUWDQW�WR�GHFUHDVH�WKH�KLJK�UHHO� LQWHUHVW�UDWHV�WR�D�UHDVRQDEOH�OHYHO��LQ�OLQH�

ZLWK� WKH� UHLQIRUFHG� PDFURHFRQRPLF� IXQGDPHQWDOV� XQGHU� WKH� FXUUHQW� HFRQRPLF�

SURJUDP�� 5HGXFLQJ� WKH� FRVW� RI� XVLQJ� FDSLWDO� WR� DFFHSWDEOH� OHYHOV� LV� WKH�

SUHFRQGLWLRQ�IRU�D�VXVWDLQDEOH�JURZWK�DQG�D�VRXQG�JOREDO�LQWHJUDWLRQ��7R�WKLV�HQG��

WKH�LQIODWLRQ�PXVW�EH�IRXJKW�ZLWK�GHWHUPLQDWLRQ��WKH�FXUUHQW�WLJKW�PRQHWDU\�DQG�

ILVFDO� SROLFLHV� PXVW� EH� SXUVXHG� XQFRPSURPLVLQJO\� LQ� WKH� IXWXUH� DV� ZHOO�� DQG�

VWUXFWXUDO�UHIRUPV�DLPLQJ�DW�SURGXFWLYLW\�LQFUHDVH�LQ�HFRQRP\�PXVW�EH�UHDOL]HG�

UDSLGO\��2QFH�WKHVH�SROLFLHV�DQG�DUUDQJHPHQWV�DUH�EURXJKW�WR�OLIH��WKH�HFRQRPLF�

XQLWV� ZLOO� JDLQ� FRQILGHQFH� LQ� WKH� SROLF\�PDNHUV� DQG� LQ� WKH� SROLFLHV� LPSOHPHQWHG��
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$QG�WKH�ULVN�SUHPLXP��ZKLFK�H[LVWV� ZLWKLQ�WKH� LQWHUHVW� UDWHV�DQG�UHVXOWV�IURP�

WKH�XQFHUWDLQW\��ZLOO�WKHQ�GHFUHDVH��DQG�ERWK�UHDO�DQG�QRPLQDO�LQWHUHVW�UDWHV�ZLOO�

EH�VWDELOL]HG�DW�PXFK�ORZHU�OHYHOV��

�

���� :LWKLQ� WKH� IUDPHZRUN� RI� WKH� SURJUDP�� WKH� PDLQ� LQVWUXPHQW� ZH� DUH� XVLQJ�

WRZDUGV�RXU�PDLQ�JRDO�L�H��WKH�SULFH�VWDELOLW\�LV�WKH�VKRUW�WHUP�LQWHUHVW�UDWHV��%\�

PDQDJLQJ� VKRUW�WHUP� LQWHUHVW� UDWHV�� ZH� DUH� DLPLQJ� WR� VKDSH� H[SHFWDWLRQV� DQG�

HFRQRPLF� GHFLVLRQV� ZLWK� D� YLHZ� WR� RXU� WDUJHWV�� 7KHUHIRUH�� LW� LV� YLWDO� IRU� WKH�

SXEOLF�WR�IXOO\�XQGHUVWDQG�KRZ�ZH�WDNH�RXU�GHFLVLRQV�RQ�LQWHUHVW�UDWHV��LI�DUH�WR�

GHPRQVWUDWH� RXU� GHWHUPLQDWLRQ� WR� EHDW� LQIODWLRQ� DQG� WR� JHW� WKH� DQWLFLSDWHG�

UHVXOWV� RI� RXU� LPSOHPHQWDWLRQV� LQ� GXH� FRXUVH�� :KHQ� ZH� WDNH� LQWHUHVW� UDWH�

GHFLVLRQV�� ZH� FRQVLGHU� D� QXPEHU� RI� YDULDEOHV� WR� IRUHFDVW� WKH� IXWXUH� LQIODWLRQ��

7KHVH�DUH��

�

x� ([SHFWDWLRQ�VXUYH\V�DQG�WKH�&HQWUDO�%DQN·V�LQWHUQDO�LQIODWLRQ�IRUHFDVWV��

x� 3ULFH�VHWWLQJ�EHKDYLRUV�RI�SXEOLF�DQG�SULYDWH�VHFWRUV��

x� ([FKDQJH�UDWHV�DQG�EDODQFH�RI�SD\PHQWV��

x� :DJHV��HPSOR\PHQW�DQG�ODERU�IRUFH�XQLW�FRVWV��

x� 7RWDO�VXSSO\�DQG�GHPDQG��

x� )LVFDO�SROLF\�LQGLFDWRUV��

x� 0RQHWDU\�SROLF\�LQGLFDWRUV�DQG�FUHGLW�DJJUHJDWHV�

x� ,QWHUQDWLRQDO�HFRQRPLF�GHYHORSPHQWV��

�

���� ,Q� WKH� FRQGXFW�RI� RXU� SROLFLHV��ZH�KDYH�FRQVLGHUHG�WKH�GHYHORSPHQWV� LQ�DOO�

WKHVH�YDULDEOHV�LQ�WKH�FRQWH[W�RI�WKH�WDUJHWHG�LQIODWLRQ�UDWH�DQG�ZH�KDYH�WDNHQ�

GHFLVLRQV� IRU� WKH� UHDOL]DWLRQ� RI� WKH� WDUJHWV�� ,Q� WKH� -DQXDU\�$SULO� SHULRG�� ZH�

SURFHHGHG� WR� FXW� RXU� VKRUW�WHUP� LQWHUHVW� UDWHV� VXFFHVVLYHO\� LQ� D� FRQWUROOHG�

PDQQHU� LQ� WKH� OLJKW� RI� WKH� HYDOXDWLRQV� PDGH� RQ� WKH� LQGLFDWRUV� DERYH�� ,Q� WKLV�
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SHULRG��RXU�RYHUQLJKW�ERUURZLQJ�UDWHV�GURSSHG�IURP����SHUFHQW�WR����SHUFHQW��

E\� ��� SRLQWV�� ZKLOH� RQH�ZHHN� ERUURZLQJ� UDWHV� GURSSHG� IURP� ��� SHUFHQW� WR� ���

SHUFHQW�� E\� ��� SRLQWV�� +RZHYHU�� VWDUWLQJ� IURP� 0D\�� GHVSLWH� WKH� LQFUHDVLQJO\�

SRVLWLYH� HFRQRPLF� LQGLFDWRUV�� WKH� YRODWLOLW\� WKDW� RFFXUUHG� LQ� WKH� PRQH\� DQG�

IRUHLJQ� H[FKDQJH� PDUNHWV� HVSHFLDOO\� GXH� WR� WKH� SROLWLFDO� XQFHUWDLQWLHV�� DQG� WKH�

UHVXOWLQJ�VORZLQJ�GRZQ�LQ�WKH�IDYRUDEOH�H[SHFWDWLRQV�VWRRG�DV�D�VHULRXV�REVWDFOH�

WR� VKRUW�WHUP� LQWHUHVW� UDWHV� FXW�� ,Q� $XJXVW� ������ VLQFH� WKH� GDWH� IRU� WKH�

JHQHUDO� HOHFWLRQV� ZDV� VHW�� LPSRUWDQW� VWHSV� ZHUH� WDNHQ� LQ� WKH� SURFHVV� RI�

DFFHVVLRQ�WR�WKH�(XURSHDQ�8QLRQ��SXEOLF�VHFWRU�SULFH�LQFUHPHQWV��ZKLFK�KDG�EHHQ�

GHOD\HG�� ZHUH� PDGH� ZLWKLQ� WKH� OLPLWV� RI� WKH� SURJUDP�� DQG� WKH� SUREOHP� RI�

GHILFLWV� RI� SXEOLF� HFRQRPLF� HQWHUSULVHV� ZDV� UHVROYHG� IRU� WKDW� SHULRG�� ZH� KDG�

VHHQ� HQFRXUDJLQJ� GHYHORSPHQWV� WDNLQJ� SODFH� RQ� LQIODWLRQ� H[SHFWDWLRQV� DQG�

UHDOL]DWLRQV��WKHQ�ZH�FXW�LQWHUHVW�UDWHV���

�

�

����6LQFH�$XJXVW�������WKH�&HQWUDO�%DQN�KDV�EHHQ�IRFXVHG�RQ�WKH������LQIODWLRQ�

LQ� LWV� PRQHWDU\� SROLF\� DSSOLFDWLRQ�� 7KHUH� ZDV� QR� FXW� LQ�WKH�VKRUW�WHUP� LQWHUHVW�

UDWHV�XQWLO�1RYHPEHU������GXH�WR�WKH�ULVN�WKDW�LQIODWLRQ�H[SHFWDWLRQV�PLJKW�EH�

ZRUVHQHG� E\� WKH� XQFHUWDLQW\� UHVXOWLQJ� IURP� WKH� HOHFWLRQV�� WKH� GHWHULRUDWLRQ� LQ�

WKH�SXEOLF�ILQDQFH��DQG�WKH�GHOD\V�LQ�VRPH�VWUXFWXUDO�UHIRUPV��

�

7DEOH����'HYHORSPHQWV�RI�WKH�&HQWUDO�%DQN�6KRUW�7HUP�,QWHUHVW�5DWHV�

�
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����:LWK�WKH�UHPRYDO�RI�WKH�SHUFHSWLRQ�RI�SROLWLFDO�XQFHUWDLQW\��DQG�FRQVLGHULQJ�

WKH� IDYRUDEOH� HIIHFW� RI� WKH� LQFUHDVLQJ� OLNHOLKRRG� RI� FRQWLQXDWLRQ� RI� VWUXFWXUDO�

UHIRUPV�DQG�ILVFDO�GLVFLSOLQH�GXH�WR�WKH�VXFFHVVIXO�WUDFN�UHFRUG�RI�WKH�FXUUHQW�

SURJUDP��RQ�WKH�LQIODWLRQ�H[SHFWDWLRQV�DQG�WKH�RWKHU�LVVXHV�WKDW�GHWHUPLQH�WKH�

LQIODWLRQ�� WKH� VKRUW�WHUP� LQWHUHVW� UDWHV� ZHUH� UHGXFHG� DJDLQ� RQ� 1RYHPEHU� ����

������ $V� HQYLVDJHG� DW� WKH� VWDUW� RI� WKH� RQJRLQJ� VWDELOL]DWLRQ� SURJUDP�� IXUWKHU�

FXW� LQ�LQWHUHVW�UDWHV�LV�H[SHFWHG�SURYLGHG�WKDW�WKH�ILVFDO�GLVFLSOLQH�LV�UHVWRUHG�

E\� HQGLQJ� WKH� UHOD[DWLRQ� RI� WKH� ODVW� VL[� PRQWKV�� WKH� VWUXFWXUDO� UHIRUPV� DUH�

FRQWLQXHG��DQG�LQIODWLRQ�IRUHFDVWV�DUH�LQIOXHQFHG�IDYRUDEO\��

�

,�����0RQHWDU\�7DUJHWV�
�

���� 8QGHU� WKH� FXUUHQW� PRQHWDU\� SROLF\�� WKH� &HQWUDO� %DQN� KDV� VHW� SHULRGLF�

WDUJHWV�RQ�WKH�EDVH�PRQH\�DJJUHJDWHV�WR�IXQFWLRQ�DV�D�QRPLQDO�DQFKRU�QHHGHG�E\�

WKH�HFRQRP\�XQWLO�WKH�DGRSWLRQ�RI�RIILFLDO�LQIODWLRQ�WDUJHWLQJ�UHJLPH��+RZHYHU��LW�

LV�HQYLVDJHG�WKDW��UDWKHU�WKDQ�EDVH�PRQH\�GHYHORSPHQWV�� LW� LV�WKH�SURVSHFWV�RI�

IXWXUH�LQIODWLRQ�WKDW�VKRXOG�EH�FRQVLGHUHG�ILUVW�LQ�WKH�PRQHWDU\�SROLF\�GHFLVLRQV��

,Q�RWKHU�ZRUGV��WKH�QRPLQDO�DQFKRU�RI�WKH�FXUUHQW�SURJUDP�EHFRPHV�DQ�LPSOLFLW�

LQIODWLRQ� WDUJHW�� DQG� WKH� %DVH� 0RQH\� DOVR� IXQFWLRQV� DV� DQ� DGGLWLRQDO� DQFKRU��

'HVSLWH�VRPH�RI�LWV�GLVDGYDQWDJHV
]
��WKH�EDVH�PRQH\�KDV�EHHQ�FKRVHQ�EHFDXVH�LW�

LV� DQ� DJJUHJDWH� WKDW� FDQ� SXW� WKH� PRQHWDU\� SURJUDP� RQ� WKH� ULJKW� WUDFN� LQ� WKH�

WUDQVLWLRQ� SHULRG�� DQG� LW� FDQ� EH� HDVLO\� XQGHUVWRRG� DQG� IROORZHG� E\� WKH� SXEOLF��

+RZHYHU��WKH�&HQWUDO�%DQN�ZLOO�PDNH�WKH�QHFHVVDU\�DGMXVWPHQWV�LQ�LWV�PRQHWDU\�

SROLF\� LQ� OLQH� ZLWK� WKH� WDUJHWHG� LQIODWLRQ� E\� UDLVLQJ� WKH� LQWHUHVW� UDWHV� LQ� WKH�

HYHQW�RI�D�SUHGLFWHG�LQFUHDVH�RI�LQIODWLRQDU\�SUHVVXUHV�LQ�WKH�IXWXUH��HYHQ�LI�WKH�

WKH�WDUJHWV�IRU�EDVH�PRQH\�DUH�PHW���

�

������������������������������ ������������������^
�7KHUH�DUH�VRPH�LPSRUWDQW�GLVDGYDQWDJHV�WR�XVH�D�PRQHWDU\�DJJUHJDWH�DV�D�QRPLQDO�DQFKRU��L��%HFDXVH�RI�WKH�

GLIILFXOW\�WR�IRUHFDVW�WKH�GHPDQG�IRU�WKH�PRQH\�LQ�DQ�HFRQRP\��LW�FDQ�EH�GLIILFXOW�WR�GHWHUPLQH�WKH�WDUJHW�RI�D�

PRQHWDU\�DJJUHJDWH��LL��,Q�WKH�HFRQRPLHV�ZLWK�FKURQLF�LQIODWLRQ�KLVWRU\��WKH�UHODWLRQ�EHWZHHQ�LQIODWLRQ�DQG�

PRQHWDU\�DJJUHJDWHV�OHVVHQV�DQG�WKLV�EHFRPHV�DQ�REVWDFOH�DJDLQVW�ILJKWLQJ�ZLWK�WKH�LQIODWLRQ��
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����8QGHU�WKH�FXUUHQW�PRQHWDU\�SURJUDP��WKH�%DVH�0RQH\�WDUJHW�KDV�EHHQ�VHW�

WR� EH� FRQVLVWHQW� ZLWK� WKH� UHDO� *13� JURZWK� DQG� WKH� WDUJHWHG� LQIODWLRQ� UDWH�� ,Q�

WKLV�FRQWH[W��EDVH�PRQH\�LV�WDUJHWHG�WR�LQFUHDVH�E\����SHUFHQW�LQ�QRPLQDO�WHUPV�

DV�HQG�RI�������1HYHUWKHOHVV��LW�KDV�EHHQ�VWDWHG�DW�WKH�EHJLQQLQJ�RI�WKH�FXUUHQW�

SURJUDP� WKDW� WDUJHW� YDOXHV� PD\� EH� UHYLVHG� GXH� WR� GHYHORSPHQWV� LQ� PRQH\�

GHPDQG� OLNH� VWURQJ� UHYHUVH� FXUUHQF\� VXEVWLWXWLRQ� XQWLO� WKH� DGRSWLRQ� RI� WKH�

LQIODWLRQ�WDUJHWLQJ���

�

����7KH�HQWLUH�IUDPHZRUN�RI�PRQHWDU\�SROLF\�DQG�LWV�DSSOLFDWLRQV�DUH�LQIOXHQWLDO�

IRU� HFRQRPLF� DJHQWV� LQ� GLUHFWLQJ� WKHLU� LQIODWLRQ� H[SHFWDWLRQV� WRZDUG� SURJUDP�

WDUJHWV��

�

����$W�WKLV�VWDJH��LW�ZLOO�EH�KHOSIXO�WR�XQGHUOLQH�RQFH�DJDLQ�WKDW�WKH�FRQWLQXDWLRQ�

RI� WLJKW� ILVFDO� SROLF\� DQG� SODQQHG� VWUXFWXUDO� UHIRUPV� DUH� UHGXFLQJ� WKH� FRVW� RI�

ILJKWLQJ� LQIODWLRQ� RQ� RQH� KDQG�� DQG� DUH� VXSSRUWLQJ� WKH� HIILFLHQF\� RI� PRQHWDU\�

SROLF\� E\� UHGXFLQJ� WKH� GLIIHUHQFHV� EHWZHHQ� LQIODWLRQ� H[SHFWDWLRQV� DQG� WDUJHWV�

RQ�WKH�RWKHU�KDQG��

�

,�����,QIODWLRQ�7DUJHWLQJ��

�

���� ,Q� WKH� ILQDO� GHVLJQ� RI� RXU� PRQHWDU\� SROLF\�� LW� LV� HQYLVDJHG� WR� VZLWFK� WR�

LQIODWLRQ� WDUJHWLQJ� UHJLPH� ZKHQ� SURSHU� FRQGLWLRQV� DUH� HVWDEOLVKHG�� 8QGHU� WKH�

LQIODWLRQ�WDUJHWLQJ� UHJLPH�� WKH� PRQHWDU\� SROLF\� ZLOO� GLUHFWO\� WDUJHW� DW� WKH�

LQIODWLRQ�LWVHOI�DQG�WKLV�WDUJHW�ZLOO�EH�WKH�QRPLQDO�DQFKRU�RI�WKH�V\VWHP��,Q�RWKHU�

ZRUGV�� LQIODWLRQ�WDUJHW�ZLOO�EHFRPH�D�UHIHUHQFH�SRLQW�IRU�WKH�HFRQRPLF�XQLWV�WR�

EH�XVHG�LQ�WKHLU�GHFLVLRQ�PDNLQJ�SURFHVV�DQG�LQ�WKHLU�H[SHFWDWLRQV�IRU�LQIODWLRQ��

,Q�WKLV�UHJLPH��WKH�&HQWUDO�%DQN�ZLOO�PDNH�XVH�RI�LWV�PRQHWDU\�SROLF\�LQVWUXPHQWV�

H[FOXVLYHO\�IRU�DFKLHYLQJ�WKH�LQIODWLRQ�WDUJHW��6XFFHVV�LQ�PHHWLQJ�WKH�DQQRXQFHG�

WDUJHWV�ZLOO�HQKDQFH�WKH�SXEOLF�FRQILGHQFH�LQ�WKH�*RYHUQPHQW�DQG�SROLF\�PDNHUV��

�
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���� 8QGHU� WKH� IORDWLQJ� H[FKDQJH�UDWH� UHJLPH�� WKH� &HQWUDO� %DQN� GRHV� QRW� KDYH�

DQ\� H[FKDQJH� UDWH� WDUJHW� LQ� WKH� GHVLJQ� RI� LQIODWLRQ� WDUJHWLQJ� SROLF\�� ZKLFK� LV�

EHLQJ� FRQGXFWHG� LPSOLFLWO\� DW� SUHVHQW�� DQG� ZKLFK� ZLOO� EH� FRQGXFWHG� RIILFLDOO\� LQ�

WKH�IXWXUH��'XULQJ�WKH�FRQGXFW�RI�VXFK�V\VWHP��LW�LV�WKH�LQIODWLRQ�LWVHOI�WKDW�ZLOO�

EHFRPH�WKH�VROH�WDUJHW��DQG�WKH�&HQWUDO�%DQN�ZLOO��DW�LWV�GLVFUHWLRQ��WDNH�DFWLRQ�

DJDLQVW� WKH� VKRFNV� FDXVLQJ� LQIODWLRQ� FRQVLGHULQJ� WKHLU� URRWV� DQG� H[SHFWHG�

GXUDWLRQ�� ZLWKLQ� D� ODUJH� URRP� RI� PDQHXYHU��ZLWKRXW�IHHOLQJ� LWVHOI� UHVWULFWHG�E\�

DQ\�RWKHU�IDFWRUV�DQG�OLPLWDWLRQV��

�

����7KH�LQIODWLRQ�WDUJHWLQJ�SROLF\�ZLOO�LQFUHDVH�WKH�&HQWUDO�%DQN·V�UHVSRQVLELOLWLHV�

DQG�SRZHUV�DQG�H[SDQG� LWV�VFRSH�RI�PRYHPHQW��7KHUHIRUH��WKH�IXQGDPHQWDOV� LQ�

GUDIWLQJ�WKH�SROLF\�PXVW�EH�GHILQHG�YHU\�FOHDUO\��

�

����%ULQJLQJ�WKH�LQIODWLRQ�GRZQ�LV�WKH�FRPPRQ�REMHFWLYH�RI�WKH�*RYHUQPHQW�DQG�

WKH�&HQWUDO�%DQN��DV�LW�GLUHFWO\�FRQFHUQV�DOO�VHFWLRQV�RI�VRFLHW\��DQG�LW�LV�WKH�VLQH�

TXD� QRQ� SUH�FRQGLWLRQ� IRU� VXVWDLQDEOH� JURZWK�� ZKLFK� LV� WKH� PDLQ� JRDO� RI� WKH�

FXUUHQW�SURJUDP���

�

����$V�EHDWLQJ� LQIODWLRQ�EHFRPHV�WKH�SULPDU\�REMHFWLYH��WKH�LQIODWLRQ�WDUJHWLQJ�

SROLF\�KDV�SUHFHGHQFH�RYHU�WKH�RWKHU�SROLF\�WDUJHWV�ZKHQ� LW�FRPHV�WR� LQIODWLRQ��

,Q�WKLV�FRQWH[W��ILQDQFLDO�VWDELOLW\�LV�DQ�DX[LOLDU\�JRDO�WKDW�KDV�WR�EH�SXUVXHG�GXH�

WR�LWV�HIIHFW�RQ�LQIODWLRQ��

�

����:LWK�WKH�LQIODWLRQ�WDUJHWLQJ�UHJLPH��WKH�DLP�LV�FXWWLQJ�LQIODWLRQ�UDWH�WR�RQH�

GLJLW� ILJXUHV�� DQG� UHPDLQLQJ� DW� WKHVH� OHYHOV�� 7KHUHIRUH�� WKH� WDUJHWLQJ� LV�

H[SHFWHG� WR� FRYHU� D� ORQJ� SHULRG�� +RZHYHU�� DFKLHYLQJ� D� ��� SHUFHQW� LQIODWLRQ�

SURMHFWHG� IRU������ LV�YLWDO�IRU� WKH� SULRU�FUHGLELOLW\�RI� LWV� LPSOHPHQWDWLRQ��DQG�

WKLV�KDV�EHHQ�UHDOL]HG��

�

���� 8QGHU� WKH� LQIODWLRQ�WDUJHWLQJ� UHJLPH�� FKRRVLQJ� DQ� LQGH[�� ZKLFK� ZLOO�

GHWHUPLQH� WKH� LQIODWLRQ� WDUJHW�� LV� RI� JUHDW� LPSRUWDQFH�� 7KLV� LQGH[� VKRXOG� EH�
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HDVLO\�XQGHUVWDQGDEOH�DQG�LW�VKRXOG�UHIOHFW�WKH�UHDOLWLHV�RI�GDLO\�OLIH�LQ�RUGHU�WR�

HOLFLW�WKH�SXEOLF�VXSSRUW��7KH�FRQVXPHU�SULFH�LQGH[��&3,��LV�WKH�PRVW�DSSURSULDWH�

LQGH[� IRU� WKLV� SXUSRVH�� 2Q� WKH� RWKHU� KDQG�� WKH� VDLG� LQGH[� PD\� KDYH� VRPH�

GUDZEDFNV��6LQFH�WKH�&3,�LQGH[�LQFOXGHV�LWHPV�VXFK�DV�IRRG�DQG�HQHUJ\�WKDW�FDQ�

GLUHFWO\�EH�LQIOXHQFHG�E\�ZHDWKHU�FRQGLWLRQV�DQG�H[WHUQDO�GHYHORSPHQWV�WKDW�DUH�

EH\RQG� RXU� FRQWURO�� WKHUH� PD\� DULVH� GLIILFXOWLHV� LQ�NHHSLQJ� LW� XQGHU�FRQWURO�� ,Q�

RUGHU�WR�PRQLWRU�WKH�LQIODWLRQ�WHQGHQF\�PRUH�HIILFLHQWO\��ZH�DUH�DOVR�PRQLWRULQJ�

DQG�XVLQJ�LQ�RXU�SROLF\�HYDOXDWLRQV�WKH�FRUH�LQGH[HV�WKDW�GR�QRW�LQFOXGH�LWHPV�OLNH�

HQHUJ\�� IRRGV� DQG� LQGLUHFW� WD[HV� WKDW� DUH� RSHQ� WR� H[RJHQRXV� HIIHFWV� �HQHUJ\�

SULFHV��VHDVRQDO�IDFWRUV��ILVFDO�SROLF\��HWF����:KDW�LV�LPSRUWDQW�KHUH�LV�WKDW��WKH�

FKRLFH� RI� WDUJHW� DQG� LQGH[� LQYROYHV� D� WUDGH�RII� EHWZHHQ� WKH� FUHGLELOLW\� DQG�

IOH[LELOLW\�� 6HWWLQJ� WDUJHWV� LQ� D� ZLGH� LQWHUYDO�� H[FOXGLQJ� VRPH� HOHPHQWV� IURP�

SULFH� LQGH[HV�� DQG� GHVLJQLQJ� D� IOH[LEOH� IUDPHZRUN� PD\� PHDQ� WKDW� LQIODWLRQ�

WDUJHWLQJ�SROLFLHV�HQMR\�OHVV�FUHGLELOLW\��

�

���� $W� WKLV�SRLQW�� LW� LV� LPSRUWDQW�WR�DVFHUWDLQ�WKH�QDWXUH�RI�WKH�WDUJHW��7KHUH�

DUH�D�YDULHW\�RI�DSSOLFDWLRQV�OLNH�SRLQW�WDUJHWLQJ��LQWHUYDO�WDUJHWLQJ��DQG�LQWHUYDO�

WDUJHWLQJ�DURXQG�D�FHQWUDO�YDOXH��,Q�OLWHUDWXUH��WKH�GLVFXVVLRQV�DUH�FRQFHQWUDWLQJ�

RQ�WKH�SRLQW� WDUJHW�� WKH� LQWHUYDO� WDUJHW��DQG�WKH� LQWHUYDO�EDQGZLGWK��,I�D�SRLQW�

WDUJHW� LV� FKRVHQ� E\� DQQRXQFLQJ� WKH� LQIODWLRQ� WDUJHW� DV� D� VLQJOH� ILJXUH�� WKH�

FKDQFHV� RI� GHYLDWLRQ� IURP� WKH� WDUJHW� DUH� KLJK� GXH� WR� IRRG� DQG� HQHUJ\� SULFH�

LQFUHDVHV� WKDW� DUH� EH\RQG� FRQWURO� LQ� WKH� HDUO\� SHULRGV� RI� LQIODWLRQ� WDUJHWLQJ�

UHJLPH�� 2Q� WKH� FRQWUDU\�� SRLQW� WDUJHW� KDV� WKH� DGYDQWDJH� RI� EHLQJ� HDVLO\�

PRQLWRUHG�E\�WKH�SXEOLF��,Q�WKH�HYHQW�RI�FKRRVLQJ�DQ�LQWHUYDO�WDUJHW�LW�VKRXOG�QRW�

EH� LJQRUHG� WKDW�� DOWKRXJK� WKH� &HQWUDO� %DQN� PD\� UHVSRQG� WR� WKH� VKRFNV� LQ� WKH�

HFRQRP\� PRUH� IOH[LEO\�� WKH� LQIODWLRQ� H[SHFWDWLRQV� ZRXOG� WHQG� WR� PDWHULDOL]H�

FORVHU� WR� WKH� XSSHU� OLPLW�� FUHDWLQJ� GLIILFXOWLHV� IRU� PRQHWDU\� SROLF\��

1HYHUWKHOHVV��D�QDUURZ�LQWHUYDO�ZRXOG�PDNH�WKH�LQIODWLRQ�WDUJHWLQJ�PRUH�ELQGLQJ��

LQFUHDVLQJ�WKH�YRODWLOLW\�RI� LQWHUHVW�UDWHV��7KHUH� LV�YLHZ�WKDW�EDQG�WDUJHWLQJ� LV�
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PRUH� VXLWDEOH� IRU� FRXQWULHV� ZKHUH� WKH� LQIODWLRQ�WDUJHWLQJ� UHJLPH� JHWV� VWDUWHG�

ZLWK�KLJK�LQIODWLRQ�ILJXUHV��

�

���� 0RUHRYHU�� XQGHU� LQIODWLRQ� WDUJHWLQJ�� LW� LV� DOVR� LPSRUWDQW� WR� GHWHUPLQH� KRZ�

RIWHQ�WKH� LQGH[�FKRVHQ�DV�WDUJHW� LV�FRQWUROOHG��7DUJHWLQJ�RI�DQ�DQQXDO� LQIODWLRQ�

ILJXUH�E\�FRQWUROOLQJ�WKLV�ILJXUH�RQFH�D�\HDU�DSSHDUV�DV�GLVDGYDQWDJHRXV�GXH�WR�

WKH�QHJDWLYH�LPSDFW�RQ�WKH�FUHGLELOLW\�RI�WKH�&HQWUDO�%DQN��+RZHYHU��DW�WKH�VDPH�

WLPH� LW� KDV� VRPH� DGYDQWDJHV� WKDW� WKH� &HQWUDO� %DQN� ZRXOG� IRFXV� RQ� WKH� ILJKW�

DJDLQVW� LQIODWLRQ�IRU�D� ORQJHU�WHUP�DQG�VPRRWK�WKH�VKRFNV�LQ�WKH�HFRQRP\�PRUH�

HIILFLHQWO\�� ,Q� WKLV� FRQWH[W�� RQH� RI� WKH� DSSOLFDWLRQV� LV� WKDW� DQQXDO� LQIODWLRQ�

ILJXUHV� DUH� EHLQJ� PRQLWRUHG� RQ� D� TXDUWHUO\� EDVLV� DV� DQ� LQGLFDWRU�� *RRG�

FRPPXQLFDWLRQ�PXVW�EH�HVWDEOLVKHG�EHWZHHQ�WKH�&HQWUDO�%DQN�DQG�WKH�SXEOLF�LQ�

SXUVXLQJ� D� SROLF\� RI� UHODWLQJ� WKH� DQQXDO� LQIODWLRQ� ILJXUH�� PHDVXUHG� LQ� TXDUWHUO\�

SHULRGV��WR�WKH�DQQXDO�WDUJHW��

�

���� $IWHU� VHWWLQJ� WKH� LQIODWLRQ� WDUJHW� WRJHWKHU� ZLWK� WKH� *RYHUQPHQW�� WKH�

&HQWUDO� %DQN� KDV� D� MRLQW� UHVSRQVLELOLW\� IRU� DFKLHYLQJ� WKLV� WDUJHW� ZLWK� WKH�

*RYHUQPHQW�� 7KHUHIRUH�� WKH� &HQWUDO� %DQN� ZLOO� IUHHO\� HPSOR\� DOO� LWV� SROLF\�

LQVWUXPHQWV�IRU�DFKLHYLQJ�WKLV�WDUJHW�RQO\��7KLV�UHVSRQVLELOLW\�UHTXLUHV�WKDW�WKH�

&HQWUDO�%DQN�VKRXOG� RQO\�IRFXV� RQ� EHDWLQJ� LQIODWLRQ��ZLWKRXW�SXUVXLQJ� DQ\� RWKHU�

WDUJHW�� ,Q� DGGLWLRQ�� LW� LV� QRUPDO� IRU� WKH� *RYHUQPHQW� WR� SXUVXH� WKH� ILVFDO� DQG�

LQFRPHV�SROLFLHV�WKDW�DUH�FRQVLVWHQW�ZLWK�WKH�LQIODWLRQ�WDUJHW��

�

���� 8QGHU� LQIODWLRQ� WDUJHWLQJ�� DOO� GHFLVLRQV� DUH� PDGH� E\� FRQVLGHULQJ� IXWXUH�

LQIODWLRQ�� 7KH� GHFLVLRQV� OLNH� D� FKDQJH� LQ� LQWHUHVW� UDWHV� ZLOO� KDYH� LPSDFW� RQ� WKH�

LQIODWLRQ�ZLWK�D�WLPH�ODJ��7KHUHIRUH��LW�LV�RI�XWPRVW�LPSRUWDQFH�WR�KDYH�HIILFLHQW�

IRUHFDVW�PRGHOV�DQG�WR�HQVXUH�WKDW�WUDQVPLVVLRQ�PHFKDQLVPV�RSHUDWH�LQ�D�VRXQG�

PDQQHU��

�
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���� 6HWWLQJ� ORQJ�WHUP� WDUJHWV� DQG� VKRZLQJ� GHWHUPLQDWLRQ� LQ� DFKLHYLQJ� WKH�

WDUJHWV�DUH�WKH�RWKHU�LPSRUWDQW�IDFWRUV�WKDW�VKDSH�WKH�H[SHFWDWLRQV�DV�GHVLUHG��

�

����7KH�SUH�FRQGLWLRQV�IRU�WKH�VXFFHVVIXO�LPSOHPHQWDWLRQ�RI�LQIODWLRQ�WDUJHWLQJ�

DUH��

L�� 7R�HVWDEOLVK�WKH�FRQFHSW�RI�UHVSRQVLELOLW\�LQ�WKH�SXEOLF�ILQDQFH��

LL�� 7R�HQVXUH�ILQDQFLDO�GHHSHQLQJ��

LLL�� 7R� VWRS� WKH� SDVW� LQIODWLRQ� IURP� GHWHUPLQLQJ� WKH� IXWXUH� LQIODWLRQ�� WR�

UHGXFH�EDFNZDUG�ORRNLQJ�LQGH[DWLRQ�PHFKDQLVPV�LQ�ZDJHV�DQG�SULFHV��

LY�� 7R� UHVROYH� WKH� SUREOHPV� WKDW� PD\� DULVH� LQ� UHODWLYH� SULFHV� ZLWK� WKH�

IOH[LELOLW\�WR�EH�HVWDEOLVKHG�LQ�JRRGV�DQG�IDFWRU�PDUNHWV��

�

�

���� :KHQ� ZH� ORRN� DW� WKH� ZRUOGZLGH� LQIODWLRQ�WDUJHWLQJ� LPSOHPHQWDWLRQV�� WKH�

SLFWXUH� WKDW� DSSHDUV� DV� IROORZLQJ�� 7KH� QXPEHU� RI� FRXQWULHV� WKDW� KDYH� RSHQO\�

VZLWFKHG�WR�LQIODWLRQ�WDUJHWLQJ�KDV�UDSLGO\�LQFUHDVHG�LQ�WKH�FRXUVH�RI�WLPH��:KLOH�

QRQH� RI� WKH� GHYHORSLQJ� FRXQWULHV� ZDV� LPSOHPHQWLQJ� VXFK� UHJLPH� LQ� ������ WKHLU�

PRQHWDU\� SROLFLHV� KDYLQJ� EHHQ� EDVHG� RQ� H[FKDQJH� UDWHV�� ��� SHUFHQW� RI� WKHVH�

FRXQWULHV�H[SOLFLWO\�DGRSWHG�WR�LQIODWLRQ�WDUJHWLQJ�LQ�WKH�\HDU�������,Q�WKH�OLJKW�

)LJXUH����0RQHWDU\�3ROLF\�5HJLPHV�LQ�'HYHORSLQJ�&RXQWULHV�

�
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RI� WKH� LPSOHPHQWDWLRQV� XS� WR� QRZ�� LW� KDV� SURYHG� WR� EH� WKH� PRVW� DSSURSULDWH�

UHJLPH�HVSHFLDOO\�IRU�GHYHORSLQJ�FRXQWULHV��

�

����)ROORZLQJ�WKH�LPSOHPHQWDWLRQ�RI�WKH�LQIODWLRQ�WDUJHWLQJ��ZH�VHH�WKDW�LQIODWLRQ�

KDV�GURSSHG�LQ�WKHVH�FRXQWULHV��EHFDXVH�WKH�LQIODWLRQ�WDUJHWLQJ�KDV�UHGXFHG�WKH�

SDVV�WKURXJK� HIIHFW� RI� SDVW� LQIODWLRQ� WR� FXUUHQW� LQIODWLRQ�� GHFUHDVHG� WKH�

LQIODWLRQ� H[SHFWDWLRQV� DQG� LQFUHDVHG� LWV� HIIHFWV� RQ� WKH� FXUUHQW� LQIODWLRQ�� ,W� LV�

DOVR� REVHUYHG� WKDW� WKH� ULJLGLW\� LQ� LQIODWLRQ� KDV� ZHDNHQHG� JUDGXDOO\�� 7KLV�

VWUXFWXUH�ZDV�WHVWHG�VXFFHVVIXOO\�DJDLQVW�XQIDYRXUDEOH�VKRFNV�DV�ZDV�REVHUYHG�

GXULQJ�WKH������$VLDQ�&ULVLV��LQ�WKH������SHWUROHXP�VKRFN��LQ�$XVWUDOLD��LQ�&KLOH�

DQG�LQ�,VUDHO��

�

���� 7KH� VDLG� FRXQWULHV� KDYH� VZLWFKHG� WR� IORDWLQJ� H[FKDQJH� UDWH� UHJLPH� DORQJ�

ZLWK� WKH� LQIODWLRQ� WDUJHWLQJ�� 2YHU� WLPH�� LW� KDV� EHHQ� REVHUYHG� WKDW� WKH� FHQWUDO�

UROH�RI�WKH�H[FKDQJH�UDWH�LQ�JXLGLQJ�WKH�HFRQRPLF�DFWLYLWLHV�KDV�OHVVHQHG�DQG�LWV�

HIIHFW� RQ� WKH� LQIODWLRQ� KDV� ZHDNHQHG�� ,Q� RWKHU� ZRUGV�� WKH� H[FKDQJH� UDWH� KDV�

SURJUHVVLYHO\�ORVW�VLJQLILFDQFH�IRU�WKH�FHQWUDO�EDQNV�DV�D�SROLF\�WDUJHW��

�

����,W�LV�GHEDWHG�WKDW�GLVLQIODWLRQ�SURJUDPV�PD\�OHDG�WR�LQIODWLRQ�JURZWK�WUDGH�

RII�LQ�WKH�VKRUW�WHUP��DQG�WKDW�WKLV�WUDGH�RII�EHFRPHV�PRUH�HYLGHQW�XQGHU�WKH�

LQIODWLRQ�WDUJHWLQJ� UHJLPH�� 7KLV� LVVXH� LV� HODERUDWHG� LQ� PRUH� GHWDLO� LQ� WKH�

SUHVHQWDWLRQ�RI�´3ULFH�6WDELOLW\µ��+RZHYHU��ZKHQ�ZH�ORRN�DW�GHYHORSLQJ�FRXQWULHV�

DGRSWLQJ�WKH�UHJLPH��WKH�VDFULILFH�UDWLRV��LQ�RWKHU�ZRUGV��WKH�LQLWLDO�VKRUWFRPLQJ�

RFFXUUHG� LQ� WKH� HFRQRPLF� JURZWK� ZLWK� VWDUWLQJ� WR� WKH� VHULRXV� GLVLQIODWLRQ�

HIIRUWV�DIWHU�D�FULVHV�KDV�GHFUHDVHG��WKH�DELOLW\�RI�WKH�FXUUHQW�SROLFLHV�WR�UHDFW�

WR� VOXPS� LQ� SURGXFWLRQ� KDV� LPSURYHG�� OLNHZLVH�� YRODWLOLW\� LQ� JURZWK� UDWHV� KDV�

VRPHZKDW�EHHQ�UHGXFHG��DQG�WKH�JURZWK�UDWH�KDV�LQFUHDVHG�
±
�

�

������������������������������ ������������������²
�&RUER��9��DQG�RWKHUV��������³$VVHVVLQJ�,QIODWLRQ�7DUJHWLQJ�$IWHU�D�'HFDGH�RI�:RUOG�([SHULHQFH´��-RXUQDO�RI�

(FRQRPLFV�DQG�)LQDQFH��9RO����SS�����������

�
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���� $V� RI�WRGD\��ZKHQ� ZH�HYDOXDWH�WKH�SUH�FRQGLWLRQV� QHHGHG�IRU� VZLWFKLQJ�WR�

LQIODWLRQ� WDUJHWLQJ�� ZH� VHH� WKDW� VLJQLILFDQW� SURJUHVV� KDV� EHHQ� PDGH� LQ� PDQ\�

ILHOGV��

�

����7KH�&HQWUDO�%DQN�LQGHSHQGHQFH��RQH�RI�WKH�FUXFLDO�LVVXHV�LQ�WKLV�UHJDUG��KDV�

EHHQ� DFKLHYHG� DQG� JXDUDQWHHG� E\� RXU� DPHQGHG� /DZ�� %\� /DZ�� DFKLHYLQJ� DQG�

PDLQWDLQLQJ� SULFH� VWDELOLW\� KDV� EHFRPH� RXU� VROH� DQG� SULPDU\� REMHFWLYH�� 7KH�

LQVWUXPHQW�LQGHSHQGHQFH�LV� LQ�SODFH� LQ�RUGHU�WR�DFFRPSOLVK�WKH� LQIODWLRQ�WDUJHW��

DIWHU�EHLQJ�VHW�MRLQWO\�E\�WKH�*RYHUQPHQW�DQG�WKH�&HQWUDO�%DQN��$V�D�VWLSXODWLRQ�

RI� WKH� UHVSRQVLELOLW\� DVVXPHG� DQG� WKH� LQGHSHQGHQFH� JUDQWHG� DFFRUGLQJO\�� DOO�

HVVHQWLDO�LVVXHV�RQ�WUDQVSDUHQF\�DQG�DFFRXQWDELOLW\�DUH�DOVR�VWDWHG�LQ�WKH�&HQWUDO�

%DQN�/DZ��

�

����)LVFDO�SROLF\�LV�YHU\�LPSRUWDQW��LI�WKH�LQIODWLRQ�WDUJHWLQJ�SROLF\�LV�WR�VXFFHHG��

7KH�7UHDVXU\·V�QHZ�%RUURZLQJ�$FW� LV�D�VLJQLILFDQW�VWHS� LQ�WKLV�UHJDUG��7KH�$FW�

ZLOO�EULQJ�DQ�DXWRPDWLF�GLVFLSOLQH�DQG�WUDQVSDUHQF\�WR�WKH�SXEOLF�VHFWRU��DQG�WKXV�

ZLOO� IDFLOLWDWH� WKH� DGDSWDWLRQ� SURFHVV� RI� ILVFDO� SROLF\� WR� LQIODWLRQ� WDUJHWLQJ��

1DWXUDOO\�WKH�FRRUGLQDWLRQ�EHWZHHQ�WKH�ERUURZLQJ�DQG�PRQHWDU\�SROLFLHV�VKRXOG�

EH�JLYHQ�D�VSHFLDO�HPSKDVLV���

�

���� $QRWKHU� LPSRUWDQW� LVVXH� LV� WR� PDNH� VRXQG� IRUHFDVWLQJ� DQG� SROLF\� DQDO\VHV�

DQG�WR�H[SDQG�WKH�LQIRUPDWLRQ�EDVH�DV�ZHOO��2XU�%DQN�KDV�DWWDLQHG�D�VLJQLILFDQW�

SURJUHVV� LQ� WKLV� UHJDUG�� 7HFKQLFDO� VXSSRUW� LV� EHLQJ� REWDLQHG�IURP� LQWHUQDWLRQDO�

LQVWLWXWLRQV� DQG� RWKHU� FHQWUDO� EDQNV�� :H� FRQWLQXH� XQGHUWDNLQJ� ZRUNV� RQ� VKRUW�

DQG�ORQJ�WHUP�IRUHFDVWLQJ�PRGHOV��VWDWLVWLFDO�PRGHOV�EDVHG�RQ�OHDGLQJ�LQGLFDWRUV��

WLPH� VHULHV� PRGHOV�� VWUXFWXUDO� G\QDPLF� PRGHOV�� MXGJPHQWDO� PRGHOV� DQG� JHQHUDO�

HTXLOLEULXP�PRGHOV��$V�WR�H[SDQGLQJ�WKH�VWDWLVWLFDO�LQIRUPDWLRQ�EDVH��´,QGXVWULDO�

DQG�)LQDQFLDO�6HFWRUV�([SHFWDWLRQ�6XUYH\Vµ�DUH�FRQGXFWHG��,Q�DGGLWLRQ��D�EDVNHW�

RI� JRRGV� DQG� VHUYLFH� SULFHV�WKDW� LV� GHWHUPLQHG�DFFRUGLQJ� WR�FHUWDLQ� FULWHULD� LV�

PRQLWRUHG�RQ�D�GDLO\�EDVLV�WR�DQDO\]H�WKH�FRXUVH�RI�UHWDLO�SULFHV�LQ�D�PRQWK��7KH�
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SODQQHG� VWXG\� RQ� PHDVXULQJ� WKH� FRQVXPHU� FRQILGHQFH� LQ� RUGHU� WR� IROORZ� WKH�

GHYHORSPHQWV� LQ� H[SHQGLWXUH� SDWWHUQ� RI� WKH� HFRQRP\�� DQG� RQ� WKH� SULFH�VHWWLQJ�

EHKDYLRUV� RI� WKH� ILUPV� DUH� XQGHUZD\�� 0RUHRYHU�� WKH� FRPSLOHG� GDWD�� DQG� WKH�

DQDO\VHV�DUH�EHLQJ�LQFUHDVLQJO\�PDGH�SXEOLF�WKURXJK�RXU�:HE�VLWH��

�

���� +RZHYHU�� WKHUH� H[LVW� D� QXPEHU� RI� ULVNV� WKDW� PD\� KDYH� DQ� LPSDFW� RQ� WKH�

VXFFHVVIXO� FRQGXFW� RI� WKLV� UHJLPH�� DV� VHHQ� DOVR� LQ� RWKHU� GHYHORSLQJ� FRXQWULHV���

'UDZLQJ� DWWHQWLRQ� WR� WKHVH� ULVNV� DW� WKH� PRPHQW� LV� LPSRUWDQW� LQ� RUGHU� WR� EH�

SUHSDUHG�IRU�VXFK�ULVNV�LQ�WKH�IXWXUH��

�

����7KHVH�DUH��

�� 3HUFHSWLRQ� RI� GRPHVWLF� DQG� IRUHLJQ� SROLWLFDO� DQG� HFRQRPLF� XQFHUWDLQW\��

H[RJHQRXV�VKRFNV��

�� 'HWHULRUDWLRQ� LQ� H[SHFWDWLRQV� LQ� WKH� HYHQW� RI� D� IDLOXUH� LQ� H[HFXWLQJ�

VWUXFWXUDO� UHIRUPV� DV� SODQQHG�� DQG� D� IDLOXUH� LQ� UHGXFLQJ� WKH� FRVW� RI�

ORZHULQJ�LQIODWLRQ��

�� ,QIODWLRQ�ULJLGLW\�LQ�KRXVLQJ��UHQW���HGXFDWLRQ�DQG�KHDOWK�VHFWRUV��

�� 3HUVLVWHQFH� LQ� WKH� KDELWV� RI� EDFNZDUG�ORRNLQJ� SULFH�VHWWLQJ�� IDLOXUH� LQ�

EULQJLQJ� WKH� SULFH�VHWWLQJ� DQG� LQFRPHV� SROLFLHV� LQ� OLQH� ZLWK� WKH� LQIODWLRQ�

WDUJHW��

�� )DLOXUH�LQ�HVWDEOLVKLQJ�D�SHUPDQHQW�UHKDELOLWDWLRQ�LQ�EDQNLQJ�VHFWRU�WKDW�LV�

QHFHVVDU\�IRU�DQ�HIIHFWLYH�DQG�WLPHO\�IXQFWLRQLQJ�RI�WKH�PRQHWDU\�SROLF\�

WUDQVPLVVLRQ� PHFKDQLVP�� IDLOXUH� LQ� LPSURYLQJ� WKH� FRPSHWLWLYHQHVV� E\�

LQFUHDVLQJ� HVVHQWLDO� PHDVXUHV� RQ� PDQDJHULDO� DQG� OHJDO� LVVXHV� DQG� WKH�

UHVLOLHQFH�WR�H[WHUQDO�VKRFNV��

�� /RVLQJ�WKH�KDUPRQ\�EHWZHHQ�WKH�ILVFDO�DQG�PRQHWDU\�SROLFLHV��

�
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���� )ROORZLQJ� WKH� IDYRXUDEOH� GHYHORSPHQWV� GXULQJ� WKH� WUDQVLWLRQ� SURFHVV� WR�

LQIODWLRQ� WDUJHWLQJ�� LW� ZDV� SODQQHG� WKDW� LPSOHPHQWDWLRQ� RI� LQIODWLRQ� WDUJHWLQJ�

ZRXOG� EH� VWDUWHG� DW� WKH� HQG� RI� WKH� \HDU� ������ +RZHYHU�� D� QXPEHU� RI� IDFWRUV�

KDYH�REOLJHG�XV�WR�VHW�D�ODWHU�GDWH�IRU�VZLWFKLQJ�WR�LQIODWLRQ�WDUJHWLQJ�UHJLPH��

7KHVH� DUH�� 'HYHORSPHQWV� LQ� WKH� SROLWLFDO� VSKHUH� DIIHFWLQJ� H[SHFWDWLRQV��

SUHVVXUHV�H[HUWHG�RQ�WKH�GHEW�PDQDJHPHQW�LQ������GXH�WR�ULVLQJ�LQWHUHVW�UDWHV�

LQ�WKH�SHULRG�EHIRUH�WKH�JHQHUDO�HOHFWLRQV��GHILFLWV�DULVLQJ�IURP�VRFLDO�VHFXULW\�

V\VWHP�� WKH� ULVN� RI� GHWHULRUDWLRQ� LQ� WKH� SXEOLF� ILQDQFH�� GXH� WR� GHOD\V� LQ� WD[�

FROOHFWLRQ� DQG� WKH� UHVXOWLQJ� SUREDEOH� LQFUHPHQWV� LQ� SXEOLF� VHFWRU� SULFHV��

UHOD[DWLRQ� LQ� LQFRPHV� SROLF\�� ODFN� RI� FOHDU�FXW� LQIRUPDWLRQ� RQ� WKH� ����� ILVFDO�

SROLF\� GXH� WR� HOHFWLRQ� SURFHVV�� ZKLFK� LV� YLWDO� IRU� WKH� GHVLJQ� RI� WKH� LQIODWLRQ�

WDUJHWLQJ� UHJLPH�� :H� LQWHQG� WR� VWDUW� WKH� LPSOHPHQWDWLRQ� RI� LQIODWLRQ�WDUJHWLQJ�

UHJLPH�RIILFLDOO\�LQ�������DIWHU�ZH�KDYH�KDG�D�FOHDUHU�SLFWXUH��

�

���� $W� WKH� LQLWLDO� VWDJH� RI� LQIODWLRQ� WDUJHWLQJ� SROLF\�� WKH� PRQHWDU\� SROLF\�

FRQGXFWHG� E\� WKH� &HQWUDO� %DQN� PXVW� EH� SUXGHQW�� ILVFDO� DQG� LQFRPHV� SROLFLHV�

LQYROYLQJ� VWUXFWXUDO� UHIRUPV� PXVW� EH� VWURQJHU� ZLWKLQ� WKH� IUDPHZRUN� RI� WKH�

HFRQRPLF� SURJUDPV� LPSOHPHQWHG�� 7KLV� LV� YHU\� LPSRUWDQW� IRU� WKH� GHYHORSLQJ�

FRXQWULHV�OLNH�7XUNH\��ZKHUH�GRPHVWLF�GHEW�VWRFN�LPSRVHV�SUHVVXUH�RQ�GRPHVWLF�

PDUNHWV��

,,��0$&52(&2120,&�287/22.�$1'�35263(&76�

�

,,�����2XWORRN�IRU�)LQDQFLDO�0DUNHWV�

�
����7KH�LQLWLDO�FRQGLWLRQV�DUH�RQH�RI�WKH�FUXFLDO�HOHPHQWV�RQ�WKH�VXFFHVV�RI�DQ\�

SROLF\� LPSOHPHQWDWLRQ�� 7KHUHIRUH�� LW� LV� XVHIXO� WR� PDNH� D� FRPSUHKHQVLYH�

HYDOXDWLRQ� RI� WKH� FXUUHQW� HFRQRPLF� VLWXDWLRQ� XQGHU� WKH� KHDGLQJ� RI� WKH�

PDFURHFRQRPLF�RXWORRN�DQG�SURVSHFWV���

�
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����$IWHU�ZKDW�KDV�EHHQ�GRQH�XQGHU�WKH�´7UDQVLWLRQ�3URJUDP�IRU�6WUHQJWKHQLQJ�

WKH�7XUNLVK�(FRQRP\�µ�ZKLFK�ZDV� LQWURGXFHG� LQ�0D\������DLPLQJ�DW�SXWWLQJ�WKH�

HFRQRP\� RQ� D� QRQ�LQIODWLRQDU\� VXVWDLQDEOH� JURZWK� SDWK�� WKH� UHVXOWLQJ� ILQDQFLDO�

LQGLFDWRUV�VKRZ�WKDW�WKH�&HQWUDO�%DQN�LQWHUYHQWLRQ�WR�IRUHLJQ�H[FKDQJH�PDUNHWV�

KDV�EHHQ�UHGXFHG��DV� UHTXLUHG� LQ�D�IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��7KH� OHYHO�RI�

H[FKDQJH� UDWH� LV� EHLQJ� GHWHUPLQHG� E\� PDUNHW� SOD\HUV� XQGHU� WKH� PDUNHW�

FRQGLWLRQV�� 8QGHU� VXFK� HQYLURQPHQW�� ZKLOH� WKH� &HQWUDO� %DQN� LQWHUYHQWLRQ� LV�

UHGXFHG��WKH�H[FKDQJH�UDWH�YRODWLOLW\�WHQGV�WR�GHFUHDVH�GHVSLWH�WKH�IUDJLOLW\�RI�

H[SHFWDWLRQV� IURP� WLPH� WR� WLPH�� 7KH� UHDOL]DWLRQ� RI� WKHVH� WZR� IDFWV� WRJHWKHU�

SRLQWV�RXW�WKDW�WKH�PDUNHW�SOD\HUV�DUH� LQFUHDVLQJO\�DGDSWLQJ�WKHPVHOYHV�WR�WKH�

IORDWLQJ�H[FKDQJH�UDWH�UHJLPH��

�

�
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���� $� ORRN� LQWR� WKH� FRXUVH� RI� LQWHUHVW� UDWHV� UHYHDOV� WKDW� WKHUH� ZDV� D� VKDUS�

GHFOLQH� LQ� LQWHUHVW� UDWHV� ZKHQ� WKH� SURJUDP� KDG� VWDUWHG� DQG� PDGH� SURJUHVV�

WKHUHDIWHU�� EXW� WKHQ� ZH� VHH� DQ� XSZDUG� WHQGHQF\� DJDLQ� GXH� WR� XQFHUWDLQWLHV�

IROORZLQJ� SROLWLFDO� GHYHORSPHQWV� VWDUWLQJ� LQ� 0D\�� 7KH� PRRG� RI� SROLWLFDO�

XQFHUWDLQW\� H[HUWHG� DQ� DGYHUVH� HIIHFW� RQ� WKH� H[FKDQJH� UDWHV� DQG� WKH� 7XUNLVK�

/LUD�GHSUHFLDWHG�GXULQJ�WKDW�SHULRG�WRR��0RUHRYHU��WKH�ULVN�SUHPLXPV�LQ�7XUNLVK�

(XUR� ERQGV� LQ� LQWHUQDWLRQDO� PDUNHWV� LQFUHDVHG� DQG� WKHLU� \LHOGV� GHFOLQHG� LQ� WKH�

VDPH�SHULRG��

�

���� ,Q� 1RYHPEHU� ������ WKH� SROLWLFDO� XQFHUWDLQW\� ZDV� UHODWLYHO\� UHPRYHG�

IROORZLQJ� WKH� JHQHUDO� HOHFWLRQV�� 'RPHVWLF� LQWHUHVW� UDWHV� GURSSHG�� DQG�

WUDQVDFWLRQ�YROXPHV�H[SDQGHG�UHVXOWLQJ�IURP�WKH�VWDEOH�HQYLURQPHQW�FUHDWHG�E\�

WKH�FRQILGHQFH�IHOW�LQ�WKH�FRQWLQXDWLRQ�RI�WKH�FXUUHQW�SURJUDP��
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���� 6LJQLILFDQW� GURSV� ZHUH� REVHUYHG� LQ� WKH� LQWHUHVW� UDWHV� RI� 7XUNLVK� ERQGV�

WUDGHG�LQ�LQWHUQDWLRQDO�PDUNHWV���

)LJXUH����&%7�,QWHUHVW�5DWH��7UHDVXU\�%RQGV�DQG�%LOOV�%HQFKPDUN�,QWHUHVW�5DWH�DQG�

7UDQVDFWLRQV�9ROXPH�
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���� ,Q� WHUPV� RI� LQYHVWRUV·� SRUWIROLR� SUHIHUHQFHV�� ZH� ZLWQHVVHG� D� ULVLQJ�

WHQGHQF\�WRZDUGV�LQYHVWPHQWV�LQ�IRUHLJQ�FXUUHQF\�RQFH�DJDLQ�GXULQJ�WKDW�SHULRG�

RI� SROLWLFDO� XQFHUWDLQW\�� +RZHYHU�� WKLV� VKRXOG� QRW� EH� WDNHQ� DV� D� UHVXPSWLRQ� RI�

FXUUHQF\�VXEVWLWXWLRQ��7KH� LQFUHDVLQJ�WHQGHQF\� LQ�IRUHLJQ�FXUUHQF\� LQYHVWPHQWV�

FDQ� EH� DWWULEXWHG� WR� WKH� IDFW� WKDW� LQYHVWRUV� SUHIHUUHG� WR� LQYHVW� LQ� IRUHLJQ�

H[FKDQJH�GXH�WR�WKH�SROLWLFDO�XQFHUWDLQW\�WKDW�VWDUWHG�LQ�0D\��,Q�FRQWUDVW��ZLWK�

WKH� UHODWLYHO\� VWDEOH� HQYLURQPHQW� DFKLHYHG� LQ� WKH� ODVW� SHULRG�� ZH� KDYH� EHHQ�

REVHUYLQJ� UHVXPSWLRQ� LQ� 7XUNLVK� /LUD� LQYHVWPHQWV� VLQFH� WKH� EHJLQQLQJ� RI�

6HSWHPEHU� ����� ZKHQ� WKH� IRUHLJQ� FXUUHQF\� GHQRPLQDWHG� GHSRVLWV� ZLWKLQ� WKH�

WRWDO� GHSRVLWV� VWRSSHG� LQFUHDVLQJ�� DQG� WKH� IRUHLJQ� H[FKDQJH� GHQRPLQDWHG�

LQYHVWPHQWV� GHFOLQHG�� DV� LW� FDQ� EH� VHHQ� LQ� WKH� )LJXUHV� EHORZ�� 7KLV� LV� DQRWKHU�

LQGLFDWRU�RI� WKH� SURJUHVV� WKDW�ZH�KDYH�DFKLHYHG� LQ�UHVWRULQJ�WKH�FRQILGHQFH� LQ�

7XUNLVK�/LUD�GHVSLWH�WKH�WHPSRUDU\�DPELJXLWLHV�LQ�WKH�SROLWLFDO�ILHOG��

�

)LJXUH����7XUNLVK�(XURERQG�6SUHDGV
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SHUIRUPDQFH�RI�WKH�HFRQRP\��DQG�KDYH�PRYHG�DZD\�IURP�HFRQRPLF�IXQGDPHQWDOV�

E\�HQWHULQJ�LQWR�D�´ZDLW�DQG�VHHµ�SHULRG�GXH�WR�SROLWLFDO�GHYHORSPHQWV�VLQFH�0D\��

7KH� ILQDQFLDO� LQGLFDWRUV� VWDUWHG� WR� UHFRYHU� DJDLQ� LQ� 1RYHPEHU� WKDQNV� WR�

RSWLPLVWLF�DQG�VWDEOH�HQYLURQPHQW�FUHDWHG�E\�SROLWLFDO�VWDELOLW\�DIWHU�WKH�JHQHUDO�

HOHFWLRQV��FRXSOHG�DOVR�ZLWK�WKH�SRVLWLYH�HFRQRPLF�GHYHORSPHQWV��

�

���� +RZHYHU�� DV� ZLWQHVVHG� LQ� WKH� UHFHQW� ZHHNV�� VRPH� MXVWLILHG�XQMXVWLILHG�

FRQFHUQV� UHJDUGLQJ� WR� WKH� FRQWLQXDWLRQ� RI� WKH� SURJUDP� PD\� OHDG� WR� VKDUS�

GHWHULRUDWLRQV�LQ�WKH�H[SHFWDWLRQV��SXWWLQJ�WKH�SURJUDP�WDUJHWV�LQ�GDQJHU��

�

,,�� ���:KHUH�$UH�:H�LQ�7HUPV�RI�*URZWK"�

�

����:KHQ�ZH�ORRN�LQWR�WKH�HFRQRPLF�GDWD�RQ�WKH�*13�JURZWK��ZH�VHH�UHVXPSWLRQ�

LQ� WKH� *13� JURZWK�� OHDYLQJ� EHKLQG� WKH� FRQWUDFWLRQ� LQ� RXWSXW� H[SHULHQFHG�DIWHU�

WKH� FULVLV�� ,Q� ������ WKH� 7XUNLVK� HFRQRP\� UH�HQWHUHG� LQWR� D� JURZWK� SURFHVV�

IROORZLQJ� WKH� UDSLG� FRQWUDFWLRQ� LQ� ������ 6WDELOLW\�� RSWLPLVWLF� H[SHFWDWLRQV� DQG�

VWUXFWXUDO� DUUDQJHPHQWV� WKDW� ZHUH� EURXJKW� LQ� WKH� PHUFKDQGLVH� DQG� ILQDQFLDO�

PDUNHWV�WKDQNV�WR�WKH�SRVW�FULVLV�PRQHWDU\�DQG�ILVFDO�SROLFLHV�KDYH�FRQWULEXWHG�

WR� WKH� UHVXPSWLRQ� RI� JURZWK� SURFHVV� LQ� DOO� VHFWRUV� RI� WKH� HFRQRP\�� PDLQO\� LQ�

LQGXVWULDO�VHFWRU��,Q�������WKH�*13�URVH�E\�����SHUFHQW�LQ�WKH�ILUVW�TXDUWHU������

SHUFHQW� LQ� WKH� VHFRQG� TXDUWHU�� DQG� ���� SHUFHQW� LQ� WKH� WKLUG� TXDUWHU�� 7KH� *13�

JUHZ�E\�����SHUFHQW�RQ�WKH�EDVLV�RI�QLQH�PRQWK�DYHUDJH��7KH�H[SHFWDWLRQ�RI�*13�

JURZWK��ZKLFK�ZDV�RULJLQDOO\�VHW�DV���SHUFHQW�IRU������� LV�H[SHFWHG�WR�VXUSDVV�

WKH�XSZDUGO\�UHYLVHG���SHUFHQW�OHYHO�HDVLO\��

�

����0DQ\�SHRSOH�KDG�VHULRXV�GRXEWV�DERXW�WKH�DWWDLQPHQW�RI���SHUFHQW�WDUJHW�LQ�

WKH� EHJLQQLQJ� RI� WKH� \HDU� ������ +RZHYHU�� ZH�� DV� WKH� &HQWUDO� %DQN�� DQQRXQFHG�

UHSHDWHGO\� LQ� WKH� SUHVV� UHOHDVHV� DQG� 0RQHWDU\� 3ROLF\� 5HSRUWV� WKDW� WKH� JURZWK�

IRUHVLJKW� ZDV� DFKLHYDEOH�� ,Q� WKRVH� DQQRXQFHPHQWV�� ZH� VWDWHG� WKDW� WKHUH� ZHUH�
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VRPH�IDFWRUV�WKDW�ZRXOG�KDYH�D�IDYRUDEOH�HIIHFW�RQ�WKH�JURZWK��7KHVH�IDFWRUV�

ZHUH��

L�� 7XUNH\·V� FRPSHWLWLYHQHVV� HGJH�� ZKLFK� ZDV� VWUHQJWKHQHG� LQ� ������ ZDV�

GHVWLQHG�WR�H[HUW�SRVLWLYH�HIIHFWV�RQ�WKH�H[SRUWV�DQG�WKH�JURZWK��

LL�� 7KHUH�ZHUH�VLJQV�WKDW�WKH�UHVXOWV�RI�UHYHUVH�FXUUHQF\�VXEVWLWXWLRQ��LQ�

SDUWLFXODU�WKH�VWDELOLW\�LQ�H[FKDQJH�UDWHV�FRXOG�VSXU�GRPHVWLF�GHPDQG��

LLL�� 6WDELOLW\�LQ�ILQDQFLDO�PDUNHWV�ZDV�H[SHFWHG�WR�VWLPXODWH�WKH�GHIHUUHG�

LQYHVWRU�DQG�FRQVXPHU�VSHQGLQJ��

LY�� 7KH�EDQNLQJ�V\VWHP�ZDV�EHLQJ�UHVWUXFWXUHG��DQG�WKH�FUHGLW�YROXPH�ZDV�

H[SDQGLQJ��

Y�� ,QYHQWRULHV� WKDW� KDG� EHHQ� UDSLGO\� GHSOHWHG� LQ� ����� EHJDQ�

DFFXPXODWLQJ��

YL�� $JULFXOWXUDO�RXWSXW�ZDV�H[SHFWHG�WR�LQFUHDVH��

�

��� /RRNLQJ� EDFN� WRGD\�� ZH� VHH� WKDW� DOPRVW� DOO� RI� WKHVH� LVVXHV� KDYH� EHHQ�

DFFRPSOLVKHG�DV�SUHGLFWHG��H[FHSW�IRU�WKH�RQJRLQJ�EDQNLQJ�UHIRUP��

�

����6LPLODUO\��WKH�JURZWK�WUHQG�LQ�WKH�ILUVW�WKUHH�TXDUWHU�RI������LV�H[SHFWHG�

WR�FRQWLQXH�LQ�WKH�ODVW�TXDUWHU�RI�WKH�\HDU�DV�ZHOO��

�

���� ,Q� IDFW�� WKH� PDQXIDFWXULQJ� LQGXVWULDO� SURGXFWLRQ�� ZKLFK� LV� WKH� OHDGLQJ�

LQGLFDWRU�RI�WKH�UHFRYHU\�DQG�JURZWK�LQ�WKH�HFRQRP\��LQFUHDVHG�E\�����SHUFHQW�LQ�

1RYHPEHU� LQ� UHODWLRQ� WR� WKH� VDPH� PRQWK� RI� WKH� SUHYLRXV� \HDU�� 7KH� RYHUDOO�

LQFUHDVH� LQ� WKH� PDQXIDFWXULQJ� LQGXVWULDO� SURGXFWLRQ� IRU� WKH� -DQXDU\�1RYHPEHU�

SHULRG�UHDFKHG�WR������SHUFHQW��

�
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���� )XUWKHU� HYLGHQFH� IRU� WKH� *13� JURZWK� FDQ� EH� WUDFHG� LQ� WKH� FDSDFLW\�

XWLOL]DWLRQ�UDWLR�DQG�LQ�WKH�IRUHLJQ�WUDGH�ILJXUHV��7KH�FDSDFLW\�XWLOL]DWLRQ�UDWLR��

ZKLFK�ZDV������SHUFHQW�LQ�'HFHPEHU�������KDV�GLVSOD\HG�DQ�XSZDUG�WUHQG�VLQFH�

WKH� 1HZ� <HDU� ������ SHUFHQW� LQ� 2FWREHU� ������ ZDV� WKH� KLJKHVW� OHYHO� VLQFH� WKH�

EHJLQQLQJ� RI� ������� 7KH� RXWSXW� JURZWK� LQ� WKH� VHFWRUV� VHQVLWLYH� WR� IRUHLJQ�

GHPDQG�KDV�ODUJHO\�FRQWULEXWHG�WR�WKLV�UHFRYHU\��DV�HQYLVDJHG�LQ�WKH�SURJUDP��

�

�
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����/RRNLQJ�EDFN��ZH�FDQ�VHH�WKDW�WKH�SROLWLFDO�XQFHUWDLQW\�WKDW�RFFXUUHG�VLQFH�

WKH� VHFRQG� KDOI� RI� 0D\� ����� OHG� WR� LQFUHDVH� LQ� LQWHUHVW� UDWHV� DQG� H[FKDQJH�

UDWH�� PDNLQJ� WKHP� VRPHZKDW� XQVWDEOH�� 7KLV� VLWXDWLRQ� DIIHFWHG� WKH� SURGXFWLRQ�

DQG� GHPDQG� DGYHUVHO\� WR� VRPH� H[WHQW�� +RZHYHU�� DOWKRXJK� WKH� SROLWLFDO�

XQFHUWDLQW\� KDV� GLVDSSHDUHG� ZLWK� WKH� IDYRUDEOH� FOLPDWH� DIWHU� WKH� 1RYHPEHU�

HOHFWLRQV��D�UHFRYHU\�LQ�GRPHVWLF�GHPDQG�LV�EHLQJ�REVHUYHG�HYLGHQWO\�DV�D�VKRUW�

WHUP� UHVXOW� RI� GHWHULRUDWLRQ� LQ� WKH� SXEOLF� ILQDQFHV� LQ� WKH� ODVW� VHYHQ� PRQWKV��

3XWWLQJ� WKH� SXEOLF� ILQDQFHV� EDFN� RQ� D� VWDEOH� WUDFN�� ZKLFK� RWKHUZLVH� PD\� EULQJ�

DERXW� GDQJHURXV� UHVXOWV� LQ� WKH� ORQJ�WHUP�� ZLOO� SRVLWLYHO\� DIIHFW� WKH� RXWSXW�� E\�

SUHVHUYLQJ� WKH� UHFHQWO\� FUHDWHG� IDYRUDEOH� DWPRVSKHUH�� DQG� E\� FRQWULEXWLQJ� WR�

WKH�VWDELOLW\�LQ�LQWHUHVW�UDWHV�DQG�H[FKDQJH�UDWHV���

�

���� 0RUHRYHU�� WKH� PRPHQWXP� FDXJKW� LQ� H[SRUWV�� DQG� WKH� FRPSOHWLRQ� RI� WKH�

EDQNLQJ� UHFDSLWDOL]DWLRQ� WKDW� ZLOO� LQFUHDVH� WKH� HIILFLHQF\� RI� WKH� UHVRXUFH�

WUDQVIHU�WR�LQGXVWU\�ZLOO�VXSSRUW�WKH�JURZWK�LQ�WKLV�SURFHVV��

�

����$FFRUGLQJ�WR�WKH�JURZWK�SDUW�RI�RXU�UHFHQW�VXUYH\�RQ�H[SHFWDWLRQV��WKH�*13�

JURZWK�LV�H[SHFWHG�WR�UHDOL]H�DW���SHUFHQW�LQ�WKH�\HDU������ZLWK�WKH�LPSURYHG�

H[SHFWDWLRQV�VLQFH�WKH�1HZ�<HDU��7KH�*13�LV�H[SHFWHG�WR�JURZ�E\�����SHUFHQW�LQ�

WKH�\HDU�������

�

���� 7KH� RWKHU� SDUWV� RI� WKH� VXUYH\V� FRQGXFWHG� E\� WKH� &HQWUDO� %DQN� VKRZ� WKDW�

WKH�JHQHUDO�HFRQRPLF�LQGLFDWRUV�DQG�WKH�H[SHFWDWLRQV�IRU�JURZWK�LQGLFDWRUV�OLNH�

YROXPH�RI�RXWSXW��WRWDO�HPSOR\PHQW�DQG�H[SRUWV�IROORZ�D�VLPLODU�SDWWHUQ��GHVSLWH�

WKH\�ZHUH�WHPSRUDULO\�DIIHFWHG�E\�WKH�PRRG�RI�SROLWLFDO�XQFHUWDLQW\��
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��,Q�������LW�ZDV�IUHTXHQWO\�DVVHUWHG�LQ�WKH�PHGLD�RUJDQV�WKDW�WKH�SURJUDP�GRHV�

QRW� HQYLVDJH� WKH� JURZWK�� DQG� WKDW� WKH� SURJUDP� FDQQRW� JHW� DQ\ZKHUH� ZLWKRXW�

SURPRWLQJ� WKH� JURZWK�� 1HYHUWKHOHVV�� WKH� &HQWUDO� %DQN� PDLQWDLQHG� WKDW� WKH� ��

SHUFHQW�JURZWK�UDWH�ZRXOG�EH�UHDOL]DEOH�DFFRUGLQJ�WR�WKH�GDWD�DQG�IRUHFDVWV�DW�

KDQG�� ,Q� VSLWH� RI� WKLV�� WKH� SHUVLVWHQFH� LQ� WKHVH� VSHFXODWLRQV� UHPLQGV� XV� WKH�

H[SHULHQFHV� RI� WKH� RWKHU� FRXQWULHV�� :H� NQRZ� IURP� WKH� H[SHULHQFHV� RI� RWKHU�

FRXQWULHV� LPSOHPHQWLQJ� VWDELOLW\� SURJUDPV� WKDW� WKHUH� DUH� VRPH� VHFWLRQV� WKDW�

PD\�EHFRPH�GLVWXUEHG�E\�WKH�VHULRXV�ILJKW�DJDLQVW�WKH�LQIODWLRQ��ZKLFK�LV�D�VRUW�

RI�LUUHJXODULW\��

�

��7KH�FXUUHQW�SURJUDP�DQG�WKH�UHIRUPV�LQ�WKH�SXEOLF�VHFWRU�DUH�DOVR�PRGLI\LQJ�

WKH�FDSLWDO�DFFXPXODWLRQ�PRGHO�LQ�7XUNH\��HLWKHU�YROXQWDULO\�RU�LQYROXQWDULO\��7KH�

FDSLWDO� DFFXPXODWLRQ� PRGHO� VXSSRUWHG� E\� WKH� SXEOLF� VHFWRU� LV� EHLQJ� JUDGXDOO\�

UHSODFHG�E\�D�PRGHO�ZKHUH�PDUNHW�FRQGLWLRQV�SUHYDLO��VWDQGDUGV�RI�LQWHUQDWLRQDO�

PDUNHWV� DUH� DSSOLHG�� DQG� WKH� FDSLWDO� FDQ� EH� DFFXPXODWHG� XQGHU� D� SURGXFWLRQ�

VWUXFWXUH� WKDW� LV� EDVHG� RQ� SURGXFWLYLW\� DQG� FRPSHWLWLRQ�� 7KLV� WUDQVIRUPDWLRQ�

SURFHVV� LV� HVVHQWLDO� IRU� D� VRXQG� HFRQRPLF� JURZWK�� :KDW� LV� LPSRUWDQW� IRU� WKH�

VWDUW� RI� WKLV� SURFHVV� LV� WKDW� VRPH� RI� WKH� FRVWV� DVVXPHG� E\� WKH� SXEOLF� VHFWRU�

SUHYLRXVO\� KDYH� QRZ� EHHQ� WUDQVIHUUHG� WR� SULYDWH� FRPSDQLHV� DQG� FRQVXPHUV� E\�

PHDQV�RI�VWUXFWXUDO�UHIRUPV��7KH�LQFUHDVH�LQ�ODERU�FRVWV�RI�SULYDWH�VHFWRU�WKDW�

LV� HQYLVDJHG� E\� WKH� 6RFLDO� 6HFXULW\� 5HIRUP� PD\� EH� JLYHQ� DV� DQ� H[DPSOH��

+RZHYHU��WKH�UHIRUPV�LQ�SXEOLF�DQG�SULYDWH�VHFWRUV�PXVW�EH�ZHOO�FRRUGLQDWHG�LQ�

RUGHU� WKDW� WKLV� SURFHVV� PD\� FRQWLQXH� LQ� D� VRXQG� PDQQHU� ZLWKRXW� LQFXUULQJ� KLJK�

FRVWV�� $V� D� PDWWHU� RI� IDFW�� WKH� FRVW� RI� VWUXFWXUDO� UHIRUPV� WKDW� KDV� QRW� EHHQ�

GLVWULEXWHG� IDLUO\� DPRQJ� HFRQRPLF� XQLWV�� LQFOXGLQJ� WKH� FRPSDQLHV� UHPDLQHG�

XQDIIHFWHG� VR� IDU�� DQG� DQ� HQYLURQPHQW� ZKHUH� WKHUH� LV� QR� PRUH� JRYHUQPHQW�

VXSSRUW�� WD[� UHIRUP� LV� QRW� \HW� LQ� SODFH�� WD[� EDVH� LV� QRW� H[SDQGHG�� DQG� WD[�
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DGPLQLVWUDWLRQ� LV� QRW� LPSURYHG�� LPSRVH� D� EXUGHQ� RQ� WKH� SULYDWH� VHFWRU� DQG�

H[SODLQV�WKH�WURXEOHV�VXIIHUHG�E\�WKH�DERYH�PHQWLRQHG�JURXSV�
W
�

�

�� ,Q� HVVHQWLDO�� LW� LV� LPSRVVLEOH� IRU� WKH� UHDO� VHFWRU� WR� UHFRYHU� LWVHOI� ZLWKRXW�

FRPSOHWLQJ� WKH� EDQNLQJ� UHIRUP�� HQDEOLQJ� WKH� EDQNV� WR� UHVXPH� WKHLU� FUHGLW�

DOORFDWLRQ� IXQFWLRQ�� 5HYLVLQJ� WKH� LQWHUPHGLDWLRQ� FRVWV� RI� WKH� EDQNV� ZLOO� KHOS�

UHDFWLYDWH�WKH�FUHGLW�FKDQQHO��DQG�DOVR�DOOHYLDWH�WKH�YXOQHUDELOLW\�RI�WKH�EDQNLQJ�

V\VWHP��ZKLFK�LV�YHU\�LPSRUWDQW�IRU�WKH�&HQWUDO�%DQN·V�SROLF\�LPSOHPHQWDWLRQV�DV�

ZHOO��7KHUHIRUH��WKH�EDQNLQJ�UHIRUP�PXVW�EH�VXSSRUWHG�E\�WKH�UHDO�VHFWRU��7KH�

PDLQ� FRQWULEXWLRQ� RI� WKH� SURJUDP� WR� WKH� UHDO� VHFWRU� ZLOO� FRPH� IURP� WKH�

PDFURHFRQRPLF� VWDELOLW\�� 7KH� SULYDWH� FRPSDQLHV� WKDW� DUH� VKRUW� RI� FDSLWDO� PD\�

REWDLQ�ORQJ�WHUP�ILQDQFLQJ�DQG�JURZ��RQO\�LI�WKH�LQIODWLRQ��DQG�WKHUHIRUH�UHDO�DQG�

QRPLQDO� LQWHUHVW� UDWHV� DUH� UHGXFHG�� DQG� ORQJ�WHUP� FUHGLW� PDUNHWV� DUH�

HVWDEOLVKHG��

�

��,W�LV�WUXH�WKDW�WKHUH�PD\�EH�GLIIHUHQW�RSLQLRQV�DQG�HYDOXDWLRQV�RQ�WKH�JURZWK�

DQG�LQIODWLRQ�ILJXUHV�DQG�WKHLU�FDOFXODWLRQ�PHWKRGV��:H�PD\�GLVFXVV�WKHP�DV�ZHOO��

%XW� ZKDW� VXUSULVHV� XV� PRVW� LV� WKDW� QR� DUJXPHQW� LQ� WKLV� UHJDUG� KDG� EHHQ� SXW�

IRUZDUG�ZKHQ�WKH�*13�JURZWK�UDWH�ZDV�PLQXV���SHUFHQW�DQG�WKH� LQIODWLRQ�UDWH�

VRDUHG�DERYH����SHUFHQW��,W�LV�XQGHUVWRRG�WKDW�WKH�VWULFW�GHWHUPLQDWLRQ�LQ�WKH�

ILJKW� DJDLQVW� LQIODWLRQ� LV� GLVWXUELQJ� VRPH� VHFWLRQV�� SURYLGLQJ� FOXHV� IRU� WKH�

UHVLVWDQFH�WKDW�PLJKW�EH�HQFRXQWHUHG�LQ�WKH�IXWXUH��

�

��,W�LV�D�IDFW�WKDW�WKH�FXUUHQW�SURJUDP�DQG�WKH�&HQWUDO�%DQN·V�GHWHUPLQDWLRQ�LQ�

WKH� SULFH� VWDELOLW\� KDYH� UHLQIRUFHG� WKH� SXEOLF� FRQILGHQFH�� ,W� KDV� ODUJHO\�

FRQWULEXWHG�WR�WKH�UHFRYHU\� LQ�WKH�HFRQRP\�IROORZLQJ�WKH�)HEUXDU\������FULVLV�

DV� ZHOO�� +RZHYHU�� WKH� FRQWLQXDWLRQ� RI� WKLV� UHFRYHU\� FDQ� RQO\� EH� DFKLHYHG� E\�

SXWWLQJ�VWUXFWXUDO�FKDQJHV�LQWR�HIIHFW�VXFK�DV�´3XEOLF�)LQDQFLDO�0DQDJHPHQW�DQG�

������������������������������ ������������������X
�6DN��*���������8QSXEOLVKHG�1RWHV��
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,QWHUQDO� &RQWURO� /DZµ�� ´([HFXWLRQ� DQG� %DQNUXSWF\� $FW�µ� DQG� E\� SHUVLVWHQFH� LQ�

EDQNLQJ�UHIRUP��2QFH�WKHVH�VWUXFWXUDO�FKDQJHV�DUH�IXOILOOHG��HFRQRPLF�XQLWV�ZLOO�

DVVXPH�D�´VHQVH�RI�VWDELOLW\µ�DQG�UHWXUQ�WR�WKHLU�QRUPDO�FRQVXPSWLRQ�EHKDYLRUV��

DEDQGRQLQJ� WKH� ´ZDLW� DQG� VHHµ� DWWLWXGH�� $V� D� FRQVHTXHQFH�� FRQILGHQFH� LQ� WKH�

7XUNLVK�/LUD�ZLOO�EH�UHVWRUHG��GRPHVWLF�GHPDQG�ZLOO�EH�UHYLYHG�LQ�OLQH�ZLWK�D�GURS�

LQ�QRPLQDO�LQWHUHVW�UDWHV��SXWWLQJ�WKH�HFRQRP\�RQ�D�VXVWDLQDEOH�JURZWK�SDWK�DQG�

VWDELOLW\��

�

,,�����0RQHWDU\�,QGLFDWRUV�

�

����:KHQ�ZH� ORRN� LQWR�WKH�PRQHWDU\� LQGLFDWRUV�XQGHU�WKH�FXUUHQW�SURJUDP��ZH�

REVHUYH�WKDW�DOO�LQGLFDWRUV�FKRVHQ�IURP�WKH�&HQWUDO�%DQN�EDODQFH�VKHHW�KDYH�PHW�

WKH�WDUJHWV���

�

�

�

)LJXUH�����%DVH�0RQH\��7UO�7/�� )LJXUH�����1HW�'RPHVWLF�$VVHWV��7UO�7/��
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���� +RZHYHU�� DQ� LQFUHDVH� LQ� PRQH\� GHPDQG� LV� EHLQJ� REVHUYHG� DV� D� UHVXOW� RI� D�

UHYLYDO�LQ�GRPHVWLF�GHPDQG�GXH�WR�WKH�IDYRUDEOH�FOLPDWH�DIWHU�WKH�HOHFWLRQV�DQG�

WKH� ILVFDO� GHWHULRUDWLRQ� WKDW� FRXOG� KDYH� GDQJHURXV� FRQVHTXHQFHV� LI� QRW�

FRUUHFWHG�� 'HVSLWH� WKLV�� WKH� %DVH� 0RQH\� WDUJHW�� ZKLFK� ZDV� VHW� IRU� HQG������

XQGHU� WKH� FXUUHQW� SURJUDP�� KDV� EHHQ� DFKLHYHG�� $V� RI� \HDU�HQG�� WKH� DQQXDO�

QRPLQDO�LQFUHDVH�UHDOL]HG�DW������SHUFHQW��ZKLOH�WKH�UHDO�LQFUHDVH�DW�����SHUFHQW��

7KH�QRPLQDO� LQFUHDVH�UHPDLQHG�EHORZ�WKH����SHUFHQW��ZKLFK�ZDV�WKH�XSSHU�OLPLW�

RI�WKH�LQFUHDVH�LQ�WKH�%DVH�0RQH\���

�

,,�����%DODQFH�RI�3D\PHQWV�

�

����5HDOL]DWLRQV�LQ�WKH�EDODQFH�RI�SD\PHQWV�DUH�FRQVLVWHQW�ZLWK�WR�RXU�SURJUDP�

SURMHFWLRQV��

�

���� 7KH�FXUUHQW� DFFRXQWV� GHILFLW�WKDW�ZDV� 86'� ����ELOOLRQ�DW�WKH�HQG�RI������

UDQ� D� VXUSOXV� RI� 86'� ���� ELOOLRQ� DW� WKH� HQG� RI� ����� IROORZLQJ� WKH� UDSLG�

GHSUHFLDWLRQ�RI�WKH�7XUNLVK�OLUD��

�

���� ,W� LV� HVWLPDWHG� WKDW� WKH� FXUUHQW� DFFRXQWV� EDODQFH� ZLOO� UHDOL]H� VRPHZKHUH�

QHDU� WKH� HTXLOLEULXP� SRLQW�� 7KH� FXUUHQW� DFFRXQWV� SRVWHG� D� VXUSOXV� RI� 86'�����

PLOOLRQ� GXULQJ� WKH� -DQXDU\�2FWREHU� ����� SHULRG�� 7KH� EDODQFH� RI� SD\PHQWV� LV�

H[SHFWHG�WR�\LHOG�D�GHILFLW�RI�86'�����ELOOLRQ�LQ��������

�

���� $W� WKLV� VWDJH�� OHW� PH� WDON� DERXW� DQ� LVVXH� UHODWHG� WR� ZRUNHUV·� UHPLWWDQFHV��

'XULQJ�WKH�-DQXDU\�2FWREHU������SHULRG��ZH�REVHUYH�D�GHFOLQH� LQ�WKH�ZRUNHUV·�

UHPLWWDQFHV� WKDW� LV� JLYHQ� ZLWKLQ� WKH� LWHP� ´XQUHTXLWHG� WUDQVIHUVµ� XQGHU� WKH�

KHDGLQJ�RI�WKH�FXUUHQW�DFFRXQWV��2Q�WKH�RWKHU�KDQG��ZKHQ�ZH�ORRN�DW�WKH�)RUHLJQ�

([FKDQJH� 'HSRVLWV� $FFRXQWV� ZLWK� WKH� &HQWUDO� %DQN� WKDW� LV� JLYHQ� XQGHU� WKH�

KHDGLQJ� RI� ´FDSLWDO� PRYHPHQWVµ�� ZH� VHH� WKDW� WKHUH� LV� DQ� LQFUHDVH� LQ� WKH� QHW�

EDODQFH�WKHUHRI��7KLV�GHYHORSPHQW�UHYHDOV�WKDW�7XUNLVK�FLWL]HQV�UHVLGLQJ�DEURDG�



� ��

KDYH� UHGXFHG� WKHLU� VSHQGLQJ� WHQGHQFLHV� LQ� 7XUNH\�� EXW� KDYH� LQFUHDVHG� WKHLU�

LQYHVWPHQW� WHQGHQFLHV� GHVSLWH� IDOOLQJ� LQWHUHVW� UDWHV�� ,Q� RXU� RSLQLRQ�� LW� LV� \HW�

DQRWKHU� LQGLFDWRU� RI� WKH� FRQILGHQFH� IHOW� LQ� WKH� FXUUHQW� SURJUDP�� 2I� FRXUVH��

WKHUH� ZLOO� EH� LQFUHDVHV� RU� GHFUHDVHV� LQ� WKHVH� LQIORZV� LQ� OLQH�ZLWK� GRPHVWLF�DQG�

LQWHUQDWLRQDO�GHYHORSPHQWV��

�

�

����1HW�FDSLWDO� LQIORZ��ZKLFK�ZDV�86'����ELOOLRQ�DW�WKH�HQG�RI�������WXUQHG�WR�

DQ�RXWIORZ� RI�86'���ELOOLRQ�IROORZLQJ�WKH�)HEUXDU\������FULVLV��,W� LV�SUHGLFWHG�

WKDW�FDSLWDO�LQIORZV�ZLOO�UHDOL]H�DW�86'�����ELOOLRQ�LQ�������DQG�86'�����ELOOLRQ�LQ�

�������
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����7KH�)LJXUH����VKRZV�WKDW�YRODWLOLW\�LQ�WKH�FDSLWDO�PRYHPHQWV�UHVXOWLQJ�IURP�

VKRUW�WHUP�LQYHVWPHQWV��KRW�PRQH\��DUH�GLVDSSHDULQJ�JUDGXDOO\��$W�WKLV�SRLQW��ZH�

KDYH� WR� SRLQW� RXW� WKDW� WKH� SRVLWLYH� GHYHORSPHQW� LQ� WKH� YRODWLOLW\� RI� FDSLWDO�

PRYHPHQWV� FDQ� EH� DWWULEXWHG� WR� WKH� LPSOHPHQWDWLRQ� RI� IORDWLQJ� H[FKDQJH� UDWH�

UHJLPH�� DQG� WKH� FRQILGHQW� DWPRVSKHUH� WKDW� KDV� EHHQ� FUHDWHG� DV� D� UHVXOW� RI�

VXFFHVVIXO�WUDFN�UHFRUG�RI�WKH�SURJUDP�XS�WR�QRZ��

�

����:KHQ�ZH�WDNH�D�FORVHU�ORRN�DW�WKH�GHYHORSPHQWV�LQ�FDSLWDO�PRYHPHQWV�GXULQJ�

WKH� -DQXDU\�2FWREHU� ����� SHULRG�� LW� LV� QRWHG� WKDW� ZKLOH� GLUHFW� LQYHVWPHQWV�

VKRZHG� D� QHW� LQIORZ� RI� 86'� ���� PLOOLRQ�� SRUWIROLR� LQYHVWPHQWV� UHFRUGHG� D� QHW�

RXWIORZ�RI�86'�����PLOOLRQ��,Q�WKDW�SHULRG��VXE�LWHPV�RI�SRUWIROLR� LQYHVWPHQWV�

GLVSOD\HG� D� QHW� ERUURZLQJ� RI� 86'� ���� PLOOLRQ� WKURXJK� ERQG� LVVXH�� ZKLOH�

UHVLGHQWV�PDGH�D�QHW�SXUFKDVH�RI�86'�����ELOOLRQ�LQ�VHFXULWLHV�LQYHVWPHQWV��7KH�

PDLQ� UHDVRQ� IRU� WKLV� PRYHPHQW� LQ� SRUWIROLR� LQYHVWPHQWV� LV� WKDW� EDQNV� KDYH�

PDQDJHG�WR�VTXDUH�WKHLU�H[WHUQDO�FUHGLWV��ZLWKRXW�UHVRUWLQJ�WR�ERUURZLQJ�IURP�

DEURDG�� $V� WR� WKH� VKRUW�WHUP� FDSLWDO� PRYHPHQWV�� D� QHW� RXWIORZ� RI� 86'� ����

PLOOLRQ� UHDOL]HG� LQ�WKH�VDPH�SHULRG��%HVLGHV��WKHUH�ZDV�D�QHW� LQIORZ�RI�86'�����

ELOOLRQ� LQ� WKH� ORQJ�WHUP� FDSLWDO� PRYHPHQWV�� 7KLV� GHYHORSPHQW� LQ� WKH� ORQJ�WHUP�

FDSLWDO� PRYHPHQWV� FDQ� EH� DWWULEXWHG� WR� WKH� GLVEXUVHPHQWV� RI� ORDQV� REWDLQHG�

IURP�WKH�:RUOG�%DQN��DQG�HVSHFLDOO\�WR�WKH�LQFUHDVH�LQ�WKH�XWLOL]DWLRQV�RI�ORQJ�

WHUP�);�ORDQV�E\�EDQNV�DQG�QRQ�SXEOLF�VHFWRUV��

�

,,�����3ULFH�'HYHORSPHQWV�DQG�,QIODWLRQ�([SHFWDWLRQV�

�

����:LWKLQ�WKH�IUDPHZRUN�RI�WKH�FXUUHQW�SURJUDP��WKH�FRXUVH�RI�WKH�LQIODWLRQ�LV�

RXU� PDLQ� SRLQW� RI� UHIHUHQFH�� ,Q� WKLV� UHVSHFW�� WKH� HYDOXDWLRQ� RI� WKH� SULFH�

PRYHPHQWV�IURP�WKH�-DQXDU\������XS�WR�GDWH�LV�DV�IROORZV��

�

����3ULFHV�LQFUHDVHG�DERYH�H[SHFWDWLRQV�LQ�-DQXDU\�������+RZHYHU��ODWHU�LQ�WKH�

)HEUXDU\²0D\�SHULRG��SULFHV�HQWHUHG� LQWR�D�GRZQZDUG�WUHQG�UDSLGO\��/LNHZLVH�D�
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VLJQLILFDQW� GHFOLQH� RFFXUUHG� LQ� WKH� LQIODWLRQ� H[SHFWDWLRQV� DIWHU� )HEUXDU\�� ,Q�

RWKHU�ZRUGV��)HEUXDU\�ZDV�D�WXUQLQJ�SRLQW�LQ�WHUPV�RI�ERWK�SULFH�LQFUHDVHV�DQG�

H[SHFWDWLRQV���

�

���� 0RQWKO\� SULFH� LQFUHDVHV� LQ� WKH� )HEUXDU\²0D\� SHULRG�� DQG� WKRVH� RI� VRPH�

VLJQLILFDQW� LWHPV� PDWHULDOL]HG� DW� WKHLU� ORZHVW� OHYHO� LQ� WKH� ODVW� ��� \HDUV��

&RQVLGHULQJ� WKH� ILUVW� ILYH� PRQWKV� RI� ������ WKH� PDLQ� GHWHUPLQLQJ� IDFWRUV� RI�

SULFH�PRYHPHQWV�DUH�DV�IROORZV��

�

L�� 5HVWRUHG�FRQILGHQFH�WR�WKH�SURJUDP�WXUQHG�H[SHFWDWLRQV�LQWR�SRVLWLYH�DQG�

EURXJKW�VWDELOLW\�LQ�WKH�PRQH\�DQG�IRUHLJQ�H[FKDQJH�PDUNHWV��

LL�� 7KH�7XUNLVK�OLUD�DSSUHFLDWHG�LQ�QRPLQDO�WHUPV��

LLL�� :LWK� WKH� FRQGXFW� RI� WLJKW� ILVFDO� DQG� PRQHWDU\� SROLF\�� GRPHVWLF� GHPDQG�

LQFUHDVHG�XQGHU�FRQWURO��

LY�� :LWK� WKH� IDYRUDEOH� ZHDWKHU� FRQGLWLRQV�� DJULFXOWXUDO� RXWSXW� URVH� DIWHU�

0DUFK��

�

���� +RZHYHU�� XQFHUWDLQWLHV�� ZKLFK� KDG� RFFXUUHG� RXWVLGH� WKH� HFRQRPLF� ILHOG�

DIWHU� WKH� VHFRQG� KDOI� RI� 0D\� ������ SXW� WKH� LQWHUHVW� UDWHV� DQG� WKH� H[FKDQJH�

UDWH� RQ� D� UDSLGO\� ULVLQJ� WUHQG�� LPSRVLQJ� HVSHFLDOO\� D� FRVW�SXVK� SUHVVXUH� RQ� WKH�

SULFHV�� $V� D� PDWWHU� RI� IDFW�� WKH� PDQXIDFWXULQJ� LQGXVWULDO� SULFHV�� ZKLFK� KDG�

PRYHG�EHWZHHQ�����DQG���SHUFHQW�LQ�WKH�ILUVW�ILYH�PRQWKV�RI�WKH�\HDU��LQFUHDVHG�

E\�����SHUFHQW�LQ�-XQH�DQG�E\�����SHUFHQW�LQ�-XO\��3ULFH�KLNHV�LQ�WKH�SHWUROHXP�

DQG�FKHPLFDO�SURGXFWV�WKDW�XWLOL]H�LPSRUWHG�LQSXWV�WR�D�ODUJH�H[WHQW��DV�ZHOO�DV�

LQ� WKH� SULQFLSDO� PHWDO� VHFWRU� ZHUH� FRQGXFLYH� WR� WKLV� GHYHORSPHQW�� 0RUHRYHU��

SULFH� DGMXVWPHQWV� ZHUH� REVHUYHG� IRU� ILQDQFLDO� SXUSRVHV� LQ� WKH� VXE�VHFWRUV� RI�

WKH�SXEOLF�PDQXIDFWXULQJ�LQGXVWULHV��

�
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����7KH�LQFUHDVH�LQ�WKH�SXEOLF�VHFWRU�SULFHV�DQG�WKH�GHSUHFLDWLRQ�RI�WKH�7XUNLVK�

OLUD� DIWHU� 0D\� ����� KDG� D� QHJDWLYH� LPSDFW� RQ� WKH� FRQVXPHU� SULFHV�� ZKLFK� ZDV�

HYLGHQW�LQ�WKH�-XO\�LQIODWLRQ��

�

����+RZHYHU�� LW� LV�REVHUYHG�WKDW�WKH�LQIODWLRQ�EHJDQ�JRLQJ�EDFN�WR�LWV�WUHQG�RI�

WKH� ILUVW� ILYH� PRQWKV� RI� WKH� \HDU� VWDUWLQJ� ZLWK� WKH� $XJXVW� LQIODWLRQ� DQG�

FRQWLQXHG� WKHUHDIWHU�� 3ULFH� LQFUHDVHV� UHPDLQHG� OLPLWHG� EHFDXVH� VWDELOLW\� LQ�

LQWHUHVW� UDWHV� DQG� LQ� H[FKDQJH� UDWHV� ZDV� UHVWRUHG� IROORZLQJ� WKH� UHPRYDO� RI�

SROLWLFDO� XQFHUWDLQWLHV� DIWHU� WKH� 1RYHPEHU� HOHFWLRQV�� SURGXFLQJ� SRVLWLYH� HIIHFW�

RQ� WKH� H[SHFWDWLRQV�� DQG� GRPHVWLF� GHPDQG� GLG� QRW� H[HUW� SUHVVXUH� RQ� WKH�

LQIODWLRQ�� GHVSLWH� WKH� OHVVHQLQJ� RI� FRVW�SXVK� SUHVVXUHV�� (VSHFLDOO\� ZLWK� WKH�

IDYRUDEOH� GHYHORSPHQWV� LQ� H[FKDQJH� UDWH�� WKH� PDQXIDFWXULQJ� LQGXVWULDO� SULFHV�

LQFUHDVHG�E\�����SHUFHQW�LQ�1RYHPEHU��DQG�E\�����SHUFHQW�LQ�'HFHPEHU���

�

����$OWKRXJK�XQFHUWDLQWLHV��ZKLFK�DSSHDU�SHULRGLFDOO\��DQG�DULVH�HVSHFLDOO\�IURP�

WKH� SROLWLFDO� FOLPDWH�� KDYH� KDG� D� QHJDWLYH� LPSDFW� RQ� WKH� VKRUW�WHUP� LQIODWLRQ�

H[SHFWDWLRQV�RI�WKH�HFRQRPLF�DJHQWV� LQ�WKH�ILUVW�KDOI�RI�������WKHUH�VHHPV�WR�

EH�QR�VXEVWDQWLDO�GHWHULRUDWLRQ�LQ�WKH�LQIODWLRQ�H[SHFWDWLRQV�ERWK�IRU�WKH�\HDU�

HQG��DQG�IRU�WKH�IROORZLQJ�QH[W����PRQWKV��

�

����$V�DOVR�VHHQ� LQ�UHVXOWV�RI�WKH�&HQWUDO�%DQN�([SHFWDWLRQV�6XUYH\��WKH� ORQJ�

WHUP� LQIODWLRQ� H[SHFWDWLRQV� KDYH� UHPDLQHG� DW� WKH� VDPH� OHYHO� ZLWK� WKH� &HQWUDO�

%DQN·V�WDUJHWV��7KH�UHDVRQV�DUH��

�

L�� 7KH� PRRG� RI� SROLWLFDO� XQFHUWDLQW\� WKDW� KDG� RFFXUUHG� LQ� 0D\� EHJDQ�

DOOHYLDWLQJ� DV� RI� WKH� ODVW� ZHHN� RI� -XO\�� DQG� LV� GLVDSSHDULQJ� DIWHU� WKH�

HOHFWLRQV��

LL�� 7KH� FRQWLQXDWLRQ� RI� WDNLQJ� WKH� VWUXFWXUDO� DQG� RSHUDWLRQDO� PHDVXUHV�

SUHGLFWHG�XQGHU� WKH� FXUUHQW�HFRQRPLF�SURJUDP��DQG�WKH� OHVVHQLQJ�RI�WKH�
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YXOQHUDELOLW\� RI� WKH� HFRQRP\� UHVXOWLQJ� IURP� WLJKW� PRQHWDU\� DQG� ILVFDO�

SROLFLHV���

LLL�� 7KH� JHQHUDO� RSLQLRQ� WKDW� WKH� HFRQRPLF� SURJUDP� GLVSOD\LQJ� DQ� REYLRXV�

VXFFHVV�ZRXOG�QRW�EH�GLVUXSWHG�E\�QRQ�HFRQRPLF�GHYHORSPHQWV��

LY��7KH�UHODWLYH�VWDELOLW\�WKDW�KDV�EHHQ�DFKLHYHG�LQ�WKH�H[FKDQJH�UDWHV�VLQFH�

WKH�VHFRQG�KDOI�RI�-XO\��

�

����7KH�&3,�LQIODWLRQ�WKDW�GURSSHG�WR������SHUFHQW�DV�HQG�RI������KDV�UHDOL]HG�

EHORZ�RXU������\HDU�HQG�WDUJHW�RI����SHUFHQW��ZKLFK�LV�WKH�ORZHVW�HQG�RI�\HDU�

OHYHO�LQ�WKH�ODVW����\HDUV�DV�FDQ�EH�VHHQ�LQ�)LJXUH������

�

�

�

����/RRNLQJ�DW�WKH�UHFHQW�VXUYH\V�RQ�H[SHFWDWLRQV�VLQFH�0D\�������ZH�VHH�IRU�

WKH�ILUVW�WLPH�DIWHU� ORQJ�\HDUV�WKDW�WKH�SXEOLF·V� LQIODWLRQ�H[SHFWDWLRQV�DQG�WKH�

WDUJHWV� DUH� IROORZLQJ� D� VLPLODU� SDWWHUQ� XQGHU� WKH� FXUUHQW� SURJUDP�� DQG�

H[SHFWDWLRQV�DUH�HYHQ�VRPHZKDW�EHORZ�WKH�WDUJHW��

�

�

�

�

�

)LJXUH�����$QQXDO�&KDQJH�LQ�&3,�DQG�7DUJHW�

�
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�

���� 2XU� WDUJHW� IRU� &3,� LQIODWLRQ� UHPDLQHG� EHORZ� WKH� ����� WDUJHW�DQG� LW� LV� ���

SHUFHQW�LQ�������7KH�LQIODWLRQ�H[SHFWDWLRQV�IRU������DUH�DERYH�WKH�WDUJHW�\HW��

EXW�WKH\�DUH�JHWWLQJ�FORVHU��

�

���� 2XU� PHGLXP�WHUP� REMHFWLYH� LV� WR� UHGXFH� LQIODWLRQ� WR� VLQJOH� GLJLWV� DQG� WR�

PDLQWDLQ�SULFH�VWDELOLW\�DW�WKHVH�OHYHOV��

�

���� +RZHYHU��WKHUH�DUH�VRPH�ULVNV�ZH�PLJKW�IDFH� LQ�RXU�DWWHPSW�WR�PHHW�WKLV�

REMHFWLYH��7KHVH�DUH��

�

L�� 5HOD[DWLRQ�LQ�WKH�LPSOHPHQWDWLRQ�RI�WKH�SURJUDP��2XU�&3,�LQIODWLRQ�WDUJHW�

RI� ��� SHUFHQW� IRU� ����� ZDV� UHDFKHG�� DQG� HYHQ� UHPDLQHG� EHORZ� WKLV�

WDUJHW�� +RZHYHU�� LW� GRHV� QRW� PHDQ� WKDW� ZH� DUH� JRLQJ� WR� DFKLHYH� SULFH�

VWDELOLW\�E\�VLPSO\�UHDFKLQJ�WKHVH� OHYHOV��7XUNH\� LV�VWLOO�DPRQJ�WKH�ILUVW�

UDQNLQJ�FRXQWULHV� LQ�WKH�ZRUOG�LQ�WHUPV�RI�LQIODWLRQ��+LWWLQJ�WKH�WDUJHW�LV�

RQO\� WKH� ILUVW� VWHS� RI� D� ORQJ� SURFHVV�� &RQVHTXHQWO\�� RQFH� ZH� UHDFK� WKH�

WDUJHW��ZH�PXVW�QRW�DOORZ�RXUVHOYHV�WKH�OX[XU\�RI�VOXJJLVKQHVV�DV�REVHUYHG�

SUHYLRXVO\� LQ�PDQ\� SROLF\� LPSOHPHQWDWLRQV��,Q� WKH� HYHQW� RI�SHUVLVWHQFH� LQ�

)LJXUH�����(QG�RI�<HDU�,QIODWLRQ�([SHFWDWLRQV��&3,��
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WKH�QRQ�SURJUDPPHG�SXEOLF�VHFWRU�SULFH�LQFUHPHQWV�WR�FRYHU�WKH�GHILFLWV�

RI�WKH�6WDWH�(FRQRPLF�(QWHUSULVHV��6((���DQG�LQ�WKH�HYHQW�RI�D�IDLOXUH�LQ�

UHVWRULQJ� WKH� ILVFDO� GLVFLSOLQH�� ZKLFK� ZDV� UHOD[HG� VRPHZKDW�� LW� LV� FOHDU�

WKDW� WKH� LQIODWLRQ� WDUJHW� IRU� ����� ZLOO�EH� SXW�DW� ULVN��$W�WKLV� SRLQW�� WKH�

SULPDU\� EDODQFH� RI� WKH� EXGJHW�� ZKLFK� LV�� LQ� IDFW�� D� SROLWLFDO� GRFXPHQW��

VKRXOG� EH� FRQVLGHUHG� QRW� DV� D� SROLWLFDO�� EXW� DV� D� WHFKQLFDO� LQGLFDWRU�� ,W�

VHUYHV�DV�D�WHFKQLFDO�YDULDEOH�LQGLFDWLQJ�KRZ�WKH�SXEOLF�GHEW�VWRFN�FDQ�EH�

UHGXFHG� RYHU� WLPH�� 7KHUHIRUH�� WKH� SULPDU\� VXUSOXV� QHHGHG� IRU� ILVFDO�

GLVFLSOLQH� PXVW� EH�DWWDLQHG�E\�UHYHQXH� LQFUHDVLQJ�PHDVXUHV��7KH�DGYHUVH�

HIIHFWV� RI� WKHVH� LPSOHPHQWDWLRQV� WKDW� LQFUHDVH� LQSXW� FRVWV� DQG� QDUURZ�

GRPHVWLF� GHPDQG� FDQ� EH� UHPRYHG� E\� DFKLHYLQJ� WD[� UHIRUPV�� LQ� RWKHU�

ZRUGV��H[SDQGLQJ�WKH�WD[�EDVH��DQG�LPSURYLQJ�WKH�WD[�DGPLQLVWUDWLRQ��

�

LL�� ,I� VRPH� RI� WKH� SUREOHPV� ZH� IDFHG� LQ� WKH� ����� EXGJHW� UHDOL]DWLRQV� DUH�

OHIW�XQUHVROYHG�LQ�WKH������EXGJHW��LW�ZRXOG�FRQVWLWXWH�DQ�LPSRUWDQW�ULVN�

IRU� WKH� ����� LQIODWLRQ� WDUJHW� LQ� UHVSHFW� RI� WKH� ILVFDO� GLVFLSOLQH�� 7KH�

VORZGRZQ� REVHUYHG� LQ�WKH�UHYHQXH�FROOHFWLRQ� IRU�WKH������EXGJHW�SRLQWV�

RXW�WKDW�WKH�UHYHQXH�LQFUHDVLQJ�PHDVXUHV�VKRXOG�EH�WDNHQ�IRU�WKH�IXWXUH��

DQG� WKDW� WKH� ODFN� RI� FRRUGLQDWLRQ� XQGHU� WKH� FXUUHQW� SROLFLHV� VKRXOG� EH�

HOLPLQDWHG��0RUHRYHU��VWUXFWXUDO�PHDVXUHV�VKRXOG�EH�WDNHQ�WR�UHPRYH�WKH�

EXUGHQ�RI�WKH�VRFLDO�VHFXULW\�V\VWHP�RQ�WKH�EXGJHW��ZKLFK�LQFUHDVHG�DOVR�

LQ� ������ DQG� WKHVH� VWUXFWXUDO� FKDQJHV� PXVW� LPPHGLDWHO\� EH� SXW� LQWR�

SUDFWLFH�� 2QFH� DJDLQ�� LQ� WKH� ����� EXGJHW� WKH� LQFUHDVH� LQ� H[SRUW� WD[�

UHEDWHV� VWHPV� QRW� IURP� WKH� LQFUHDVH� LQ� WKH� H[SRUWV�� EXW� IURP� WKH�

FRQVLGHUDWLRQV� RI� XVLQJ� WKH� UHEDWHV� DV� D� VXEVLG\� PHFKDQLVP�� 7KHUH� LV� D�

QHHG�WR�VHW�XS�DQ�DVVHVVPHQW�V\VWHP�LQ�SUDFWLFH���:LWKLQ�WKLV�IUDPHZRUN��

D�0LQLVWU\�RI� (FRQRPLFV� VKRXOG�EH� HVWDEOLVKHG�DV� D�SROLWLFDO�FRRUGLQDWLRQ�

PHFKDQLVP� LQ� RUGHU� WR� GHYHORS� DQG� FRQGXFW� SROLFLHV� SHUWDLQLQJ� WR� WKH�

JURZWK��SURGXFWLYLW\�DQG�UHDO�VHFWRU���
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�

LLL�� 'HVLJQLQJ� RI� SULFH� VHWWLQJ� DQG� WD[� SROLFLHV� LQ� OLQH� ZLWK� WKH� SXEOLF�VHFWRU�

ERUURZLQJ�UHTXLUHPHQW�FRQVWLWXWH�D�ULVN�IDFWRU��

�

LY�� 7KH�ODFN�RI�VXIILFLHQW�FRQILGHQFH�� LQ�RUGHU�WR�EULQJ�WKH�LQIODWLRQ�IXUWKHU�

GRZQ��ZH�QHHG�D�FOLPDWH�RI�PRUH�FRQILGHQFH�WKDW�ZLOO�NHHS�RQ�VWHDG\��

�

Y�� 7KH� FRQWLQXDWLRQ� RI� EDFNZDUG�ORRNLQJ� LQGH[DWLRQ� LQ� SULFH�VHWWLQJ� SROLFLHV�

HVSHFLDOO\�LQ�HGXFDWLRQ��KHDOWK�DQG�UHDO�HVWDWH�VHFWRUV�LV�D�PDMRU�ULVN��

�

YL�� 7KH�OLNHOLKRRG�RI�DGYHUVH�ZHDWKHU�FRQGLWLRQV�PLJKW�UHVXOW�LQ�ORZ�KDUYHVW��

FRQWUDU\� WR� ������ ,Q� VXFK� HYHQW�� WKH� DJULFXOWXUDO� DQG� IRRG� SULFHV� PLJKW�

QRW�IROORZ�WKH�VDPH�GRZQZDUG�WUHQG�DV�WKH\�GLG�LQ�������

�

YLL�� 7KH� SULYDWH� VHFWRU� PLJKW� WDNH� DGYDQWDJH� RI� WKH� UHYLYDO� LQ� GHPDQG�

UHVXOWLQJ�IURP�WKH�UHPRYDO�RI�XQFHUWDLQW\�DQG�WKH�UHVWRUHG�FRQILGHQFH�LQ�

RUGHU�WR�LQFUHDVH�WKHLU�SURILW�PDUJLQ��7KLV�PD\�OHDG�WR�LQFUHDVH�LQ�VHUYLFH�

SULFHV�WKDW�KDYH�IROORZHG�D�VWHDG\�FRXUVH�VLQFH��������

�

YLLL�� 7KH� ULVN� RI� JLYLQJ� HPSKDVLV� WR� QRQ�SURGXFWLYH� IDFWRUV� LQ� WKH� LQFRPHV�

SROLF\��DQG�WKH�FRQWLQXDWLRQ�RI�EDFNZDUG�ORRNLQJ�LQGH[DWLRQ�LQ�ZDJHV��

�

L[�� ([WHUQDO� VKRFNV� VXFK� DV� VXGGHQ� LQFUHDVHV� LQ� LQWHUQDWLRQDO� RLO� SULFHV� DQG�

HQVXLQJ� KLNHV� LQ� HQHUJ\� SULFHV� WKDW� DUH� EH\RQG� WKH� FRQWURO� RI� WKH�

*RYHUQPHQW� DQG� WKH� &HQWUDO� %DQN� GXH� WR� XQFHUWDLQWLHV� OLNH� D� PLOLWDU\�

RSHUDWLRQ�LQ�,UDT���

�

���� +DYLQJ� VHW� WKH� JHQHUDO� RXWOLQH� UHJDUGLQJ� WKH� LQIODWLRQ� WDUJHWV��

LPSOHPHQWDWLRQV� DQG� UHDOL]DWLRQV�� LW� ZLOO� EH� ZRUWKZKLOH� WR� FODULI\� RXU� H[FKDQJH�

UDWH�DQG�7XUNLVK�OLUD�SROLFLHV�DQG�VRPH�LVVXHV�RQ�WKH�PDUNHW�DUUDQJHPHQWV�PDGH�

LQ�WKLV�UHJDUG���
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�

,,,�����([FKDQJH�5DWH�3ROLF\��*HQHUDO�$QDO\VLV�
�

���� 2XU� IRUHLJQ� H[FKDQJH� UDWH� SROLF\� LV� EHLQJ� FRQGXFWHG� XQGHU� WKH� IORDWLQJ�

H[FKDQJH�UDWH�UHJLPH��,W� LV�HVVHQWLDO� LQ�WKLV�UHJLPH�WKDW�WKH� OHYHO�RI�H[FKDQJH�

UDWH�EH�GHWHUPLQHG�E\�WKH�PDUNHW�SOD\HUV�XQGHU�PDUNHW�FRQGLWLRQV��8QGHU�VXFK�

UHJLPH��WKH�IDFWRUV�LQIOXHQFLQJ�WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH�DUH��

�

�����,Q�WKH�VKRUW��DQG�PHGLXP�WHUP��

x���'LIIHUHQW�W\SHV�RI�SOD\HUV�LQ�WKH�PDUNHW��DFWLQJ�DFFRUGLQJ�WR�WKH�HFRQRPLF�

SULQFLSOHV��WHFKQLFDO�DQDO\VWV��VSHFXODWRUV��

x���6WUXFWXUDO�UHIRUPV�DQG�LWV�HIIHFWV�RQ�SURGXFWLYLW\���

x���'RPHVWLF�DQG�LQWHUQDWLRQDO�SROLWLFDO�GHYHORSPHQWV��

x���*OREDO�VKRFNV��

x���7KH�FXUUHQW�DFFRXQWV�EDODQFH�DQG�FDSLWDO�PRYHPHQWV�H[SHFWDWLRQV��

x���7KH�SXEOLF�VHFWRU�GHEW�VWRFNV��ULVN�SUHPLXP��

x���7KH�WLPH�SHUVSHFWLYH�RI�GHFLVLRQ�PDNLQJ�SURFHVVHV�RI�WKH�HFRQRPLF�DJHQWV��

,Q�WKH�ORQJ�WHUP��

7KH� HFRQRPLF� IRXQGDWLRQV�� OLNH� WHUPV� RI� IRUHLJQ� WUDGH�� SURGXFWLYLW\�� ILVFDO�

SROLF\��WKH�JDS�EHWZHHQ�GRPHVWLF�DQG�IRUHLJQ�LQIODWLRQ�UDWHV��

�

����� 8QGHU� WKH� FXUUHQW� SURJUDP�� WKH� H[FKDQJH� UDWH� KDV� EHFRPH� DQ� HIIHFW�

UDWKHU� WKDQ� D� FDXVH�� 7RGD\�� WKH� OHYHO� RI� H[FKDQJH� UDWH� LV� VXSSRVHG� WR� UHIOHFW�

WKH� UHVXOW� RI� WKH� HQWLUH� SROLWLFDO� SHUIRUPDQFH�� :KHQ� FRQVLGHULQJ� WKH� JHQHUDO�

WUHQG� RI� H[FKDQJH� UDWH�� ZH� VHH� WKDW� ZKLOH� WKH� FRQGXFW� RI� VWUXFWXUDO� UHIRUPV��

WKH� FRQWLQXDWLRQ� RI� WKH� ILVFDO� GLVFLSOLQH� DQG� WKH� H[WHUQDO� ILQDQFLDO� VXSSRUW� FDQ�

ERRVW� WKH� 7XUNLVK� OLUD�� WKH� SROLWLFDO� XQFHUWDLQWLHV�� DQG� WKH� UHVXOWLQJ� FRQFHUQV�

RYHU�WKH�VXVWDLQDELOLW\�RI�WKH�SURJUDP�FDXVH�WKH�7XUNLVK�OLUD�WR�GHSUHFLDWH��
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�

����� 7KH� &HQWUDO� %DQN�� ZKLFK� KROGV� WKH� UHVSRQVLELOLW\� RI� WKH� H[FKDQJH� UDWH�

SROLF\�� ZLOO� HYDOXDWH� WKH� H[FKDQJH� UDWH� GHYHORSPHQWV� RQO\� LQ� OLQH� ZLWK� WKH�

LQIODWLRQ� WDUJHW�� $GMXVWLQJ� WKH� OHYHO� RI� WKH� H[FKDQJH� UDWH� LQ� IDYRU� RI� DQ\�

VHFWLRQ�� EDQNV�� H[SRUWHUV�� LPSRUWHUV�� IRUHLJQ� H[FKDQJH� GHEWRUV� RU� FUHGLWRUV� LV�

RXW�RI�TXHVWLRQ��

�

�����2Q�WKH�RWKHU�KDQG��RQ�WKH�ZD\�WR�WKH�LQIODWLRQ�WDUJHWLQJ�UHJLPH��LW�LV�YLWDO�

WR�PDLQWDLQ�WKH�H[FKDQJH�UDWH�VWDELOLW\�E\�PLQLPXP�&HQWUDO�%DQN�LQWHUYHQWLRQ�DV�

SRVVLEOH�XQGHU�WKH�IORDWLQJ�UDWH�UHJLPH��$V�UHDO�DQG�QRPLQDO�LQWHUHVW�UDWHV�GURS�

WRJHWKHU�ZLWK�WKH�LQIODWLRQ�UDWH��DQG�HVSHFLDOO\�DV�D�KHDOWKLHU�\LHOG�FXUYH�IRU�WKH�

7XUNLVK� OLUD� LV� GHYHORSHG�� D� VWDELOLW\� DUHD� IRU� WKH� H[FKDQJH� UDWH� ZLOO� EH�

HVWDEOLVKHG�UHO\LQJ�RQ�WKH�HFRQRPLF�IXQGDPHQWDOV��

�

����� $W� WKLV� SRLQW�� LW� ZLOO� EH� XVHIXO� WR� UHIHU� WR� DQ� LVVXH� WKDW� LV� RIWHQ� WDONHG�

DERXW�RQ�WKH�OHYHO�RI�WKH�H[FKDQJH�UDWH��:KHQ�WKH�7XUNLVK�OLUD�DSSUHFLDWHG�ZLWK�

WKH� IORDWLQJ� H[FKDQJH� UDWH� V\VWHP�� LW� ZDV�DVVHUWHG� WKDW�WKH� OHYHO� RI�H[FKDQJH�

UDWH� ZDV� GHWULPHQWDO� WR� 7XUNH\
V� FRPSHWLWLYHQHVV� HGJH�� DQG� WKDW� LW� ZDV�

QHFHVVDU\�WR�LQWHUYHQH�LQ�WKH�H[FKDQJH�UDWH��ZKLFK�VKRXOG�QRW�KDYH�EHHQ�OHIW�WR�

IORDW�IUHHO\��+RZHYHU��LW�LV�REYLRXV�WKDW�D�FRXQWU\
V�FRPSHWLWLYHQHVV�SRZHU�LV�QRW�

GHWHUPLQHG� E\� WKH� H[FKDQJH� UDWH� OHYHO� RQO\�� 7KH� HOHPHQWV� GHWHUPLQLQJ� WKH�

FRPSHWLWLYHQHVV
Û
�DUH��

��8QGHU�WKH�KHDGLQJ�RI�SULFH�FRPSHWLWLYHQHVV��WKH�UHDO�H[FKDQJH�UDWHV��DQG�WKH�

FRPSDUDWLYH�SRVLWLRQV�GHQRWLQJ�UHODWLYH�SULFHV��WKH�GRPHVWLF�H[FKDQJH�UDWH��DQG�

WKH�XQLW�FRVWV��

��,Q�WKH�FRQWH[W�RI�TXDOLW\��VHUYLFH�DIWHU�VDOH��VWDQGDUGL]DWLRQ�RI�JRRGV��

�� 8QGHU� WKH� KHDGLQJ� RI� VWUXFWXUDO� HOHPHQWV�� PDFURHFRQRPLF� SHUIRUPDQFH��

HFRQRPLF� DQG� VRFLDO� GHYHORSPHQW� OHYHO�� SURGXFWLYLW\�� VNLOOHG� ODERU�IRUFH� DQG�

UHVHDUFK�GHYHORSPHQW�DFWLYLWLHV��

������������������������������ ������������������Ü
�.RWDQ��=���)HE��������,QWHUQDWLRQDO�&RPSHWLWLYHQHVV�,QGLFDWRUV��7KH�&DVH�RI�7XUNH\��5HVHDUFK�3DSHU��



� ��

�

�����,Q�WKLV�UHVSHFW��LI�7XUNH\�LV�WR�IROORZ�DQ�H[SRUW�RULHQWHG�JURZWK�VWUDWHJ\��

DOO� WKH� HFRQRPLF� XQLWV� VKRXOG� IRFXV� RQ� LQFUHDVLQJ� SURGXFWLYLW\� DQG� UHQRYDWLQJ�

WHFKQRORJ\� WR� JDLQ� FRPSHWLWLYH� SRZHU�� ,Q� DGGLWLRQ�� WKH� ULVLQJ� LQSXW� FRVWV� RI�

FRPSDQLHV�VKRXOG�EH�FORVHO\�IROORZHG��

�

����� 7KH� )LJXUH� ��� LQGLFDWHV� WKDW� RYHU� WLPH� RXU� FRPSHWLWLYHQHVV� SRZHU� KDV�

QHYHU�UHDFKHG�WKH�GHVLUHG�OHYHO�FRQVLGHULQJ�DOO�RI�WKHVH�IDFWRUV��$V�FDQ�EH�VHHQ��

WKH� GHYDOXDWLRQV� RI� ����� DQG� ����� KDYH�� LQ� IDFW�� QRW� LQFUHDVHG� RXU�

FRPSHWLWLYHQHVV�SRZHU��

�
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,,,�����([FKDQJH�5DWH�3ROLF\��2SHUDWLRQDO�$UUDQJHPHQWV�

����� 7KH� &HQWUDO� %DQN� DWWDFKHV� JUHDW� LPSRUWDQFH� WR� WKH� PHDVXUHV� IRU�

GHYHORSLQJ�IRUHLJQ�H[FKDQJH�PDUNHWV�DQG�IRU�LPSURYLQJ�WKHLU�HIILFLHQF\��,Q�WKLV�

FRQWH[W�� WKH� %DQN� IXOO\� VXSSRUWV� WKH� IXQFWLRQLQJ� DQG� WKH� LPSURYHPHQW� RI� WKH�

IRUZDUG�PDUNHWV��XQGHU�ZKLFK�WKH�H[FKDQJH�UDWH�ULVN�LV�KHGJHG��0RUHRYHU��WKH�

)LJXUH�����:KHUH�LV�7XUNH\�LQ�WKH�*OREDO�&RPSHWLWLYHQHVV�"�
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&HQWUDO� %DQN� KDV� JUDGXDOO\� DEDQGRQHG� LWV� LQWHUPHGLDWLRQ� UROH� LQ� RUGHU� WR� DOORZ�

WKH� HVWDEOLVKPHQW� RI� IUHH� PDUNHW� FRQGLWLRQV�� LQ� RWKHU� ZRUGV�� WR� PDNH� WKH�

RSHUDWLRQ� RI� WKHVH� PDUNHWV� PRUH� HIILFLHQW�� 7KH� HQG� RI� WKH� &HQWUDO� %DQN·V�

LQWHUPHGLDWLRQ� UROH� ZLOO� QHFHVVLWDWH� WKH� PDUNHW� SDUWLFLSDQWV� WR� FRQVLGHU� WKH�

FRXQWHUSDUW� ULVN� LQ� WKHLU� WUDQVDFWLRQV�� DQG� WKXV� ZLOO� UHVWULFW� WKH� VSHFXODWLYH�

DFWLRQV��

�

����� 6LPLODUO\�� WKURXJK� WUDQVSDUHQW� DQG� UXOH�EDVHG� PHFKDQLVPV� WKH� &HQWUDO�

%DQN�KDV�SXUFKDVHG�DQG�PD\�FRQWLQXH�WR�SXUFKDVH�WKH�H[FHVV�VXSSO\�RI�IRUHLJQ�

H[FKDQJH� DULVLQJ� IURP�IDYRUDEOH�GHYHORSPHQWV� LQ�WKH�EDODQFH�RI�SD\PHQWV�DQG�

UHYHUVH�FXUUHQF\�VXEVWLWXWLRQ�LQ�RUGHU�WR�ERRVW�IRUHLJQ�H[FKDQJH�UHVHUYHV�RQO\��

DV�ZHUH�GRQH�SUHYLRXVO\�YLD�IRUHLJQ�H[FKDQJH�EX\LQJ�DXFWLRQV��7KH�PDLQ�SXUSRVH�

RI� VXFK� LPSOHPHQWDWLRQ� LV� WR� EXLOG� XS� FRQILGHQFH� LQ� WKH� PDUNHWV� E\� PHDQV� RI�

LQFUHDVHG� IRUHLJQ� H[FKDQJH� UHVHUYHV�� DQG� WR� UHLQIRUFH� 7XUNH\
V� UHVLOLHQFH�

DJDLQVW�H[WHUQDO�VKRFNV��

�

����� $V� PHQWLRQHG� EHIRUH�� WKH� &HQWUDO� %DQN� GRHV� QRW� KDYH� DQ\� FRPPLWPHQW�

ZKDWVRHYHU�UHODWHG�WR�WKH�H[FKDQJH�UDWH� OHYHO��,W�ZLOO� LQWHUYHQH�RQO\�LQ�FDVH�RI�

H[WUHPH� YRODWLOH�FRQGLWLRQV�� DQG�ZKHQHYHU�WKH�REMHFWLYH�RI�SULFH�VWDELOLW\� LV�DW�

ULVN��7KHVH�LQWHUYHQWLRQV�DUH�DQG�ZLOO�EH�HLWKHU�LQ�WKH�IRUP�RI�RXWULJKW�SXUFKDVH�

RU�VDOH��RU�LQ�WKH�IRUP�RI�HYDOXDWLRQV��ZDUQLQJV�DQG�FRQWUROV�UHODWHG�WR�WKH�VL]H�

RI� ULVN� ERUQ� E\� WKH� HFRQRPLF� XQLWV� GXH� WR�WKHLU� VKRUW�SRVLWLRQV��QDPHO\�� LQ� WKH�

HYHQW� RI� D� PLVPDWFK� EHWZHHQ� WKHLU� DVVHWV� DQG� OLDELOLWLHV� LQ� GLIIHUHQW� FXUUHQF\�

GHQRPLQDWLRQV��

�

,,,�����7XUNLVK�/LUD�3ROLF\�
�

�����8QGHU�WKH�FXUUHQW�SURJUDP��WKH�&HQWUDO�%DQN�KDV�LQLWLDWHG�RU�VXSSRUWHG�D�

QXPEHU� RI� LPSOHPHQWDWLRQV� ZLWK� D� YLHZ� WR� UXQQLQJ� DQG� GHYHORSLQJ� 7XUNLVK� OLUD�

PDUNHWV���,Q�WKLV�FRQWH[W��
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x� :LWK� WKH� DLP� RI� EULQJLQJ� IOH[LELOLW\� WR� WKH� EDQNV·� OLTXLGLW\� PDQDJHPHQW��

PDNLQJ� ILQDQFLDO� PDUNHWV� PRUH� VWDEOH�� DQG� UHGXFLQJ� WKHLU� LQWHUPHGLDWLRQ�

FRVWV�� WKH� FDOFXODWLRQ�� PDLQWHQDQFH� DQG� GHFODUDWLRQ� SHULRGV� RI� WKH� OLTXLGLW\�

DQG� UHVHUYH� UHTXLUHPHQWV� DUH� VHW� DV� EHLQJ� �� ZHHNV� IRU� HDFK�� ZLWKRXW�

FKDQJLQJ� WKH� UDWLRV�� 0RUHRYHU�� EDQNV� DUH� DOORZHG� WR� NHHS� �� SRLQWV� RI� WKHLU�

IRUHLJQ�FXUUHQF\�DQG�7XUNLVK�OLUD�UHVHUYHV�DV�WKH���ZHHNV·�DYHUDJH��7XUNLVK�

OLUD�DQG�IRUHLJQ�H[FKDQJH�EDQNQRWHV�DUH�H[FOXGHG�IURP�WKH�OLTXLG�DVVHWV��DQG�

LW�KDV�EHHQ�GHFLGHG�WR�SD\�LQWHUHVW�RQ�WKH�UHTXLUHG�UHVHUYHV�PDLQWDLQHG�IRU�

IRUHLJQ�H[FKDQJH�DQG�QRQ��GHSRVLW�75/�OLDELOLWLHV��

x� 7KH� &HQWUDO� %DQN� WHUPLQDWHG� LWV� ´LQWHUPHGLDWLRQ� UROHµ� LQ� WKH� 75/� PDUNHWV�

FRPSOHWHO\�RQ�'HFHPEHU��QG��������E\�EHJLQQLQJ�WR�JUDGXDOO\�DEDQGRQ�LW�DV�

RI�-XO\��VW���������

x� ,Q�FDVH�RI�D�WHPSRUDU\�OLTXLGLW\�VKRUWDJH��WKH�&HQWUDO�%DQN�ZLOO�LQMHFW�H[WUD�

75/� OLTXLGLW\� LQWR� WKH� PDUNHW� E\� KROGLQJ� LQWUD�GD\� UHSXUFKDVH� DXFWLRQ� DW�

RYHUQLJKW�WKURXJK� RSHQ�PDUNHW�WUDQVDFWLRQV��$V�´WKH� OHQGHU�RI� ODVW�UHVRUWµ�

RXU� %DQN� ZLOO� FRQGXFW� RSHUDWLRQV� WKURXJK� ´/DWH� /LTXLGLW\� :LQGRZµ� ZKHQ�

QHHGHG��7KHVH�ILQDQFLDO�VWDELOLW\�PHDVXUHV�ZHUH�WDNHQ�LQ�WKH�6HSWHPEHU�����

�����FULVLV��DQG�DQQRXQFHG�E\�SUHVV�UHOHDVHV�WKHUHDIWHU��

x� ,Q� RUGHU� WR� LQFUHDVH� WKH� HIILFLHQF\� RI� VWHULOL]DWLRQ�� RQ� $SULO� �VW�� ����� WKH�

&HQWUDO�%DQN�EHJDQ�WR�KROG�VFKHGXOHG�IRXU�ZHHN�75/�'HSRVLW�%X\LQJ�$XFWLRQV�

LQ�D�OLPLWHG�DPRXQW�VR�DV�QRW�WR�DIIHFW�PDUNHW�OLTXLGLW\�WR�D�JUHDW�H[WHQW��%\�

PHDQV� RI� 'HSRVLW� %X\LQJ� $XFWLRQV�� WKH� &HQWUDO� %DQN� FDQ� LQFUHDVH� WKH�

HIILFLHQF\� RI� LWV� VWHULOL]DWLRQ� RSHUDWLRQV� IRU� ZLWKGUDZLQJ� H[FHVV� OLTXLGLW\� LQ�

75/� PDUNHWV�� D� UHIHUHQFH� LQWHUHVW� UDWH� LV� VHW� IRU� WKH� IRXU�ZHHN� PDWXULW\�

WKDW� LV� QRW� XVHG� E\� PDUNHWV�� LQIRUPDWLRQ� RQ� WKH� PDUNHW·V�ULVN�SHUFHSWLRQ� LV�

FROOHFWHG��DQG�DOVR�D�\LHOG�FXUYH�FDQ�EH�IRUPHG��ZKLFK� LV�YHU\�LPSRUWDQW�IRU�

IRUHLJQ�H[FKDQJH��PRQH\�DQG�VHFXULWLHV�PDUNHWV���

�
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����� ,Q� DGGLWLRQ� WR� WKH� GLUHFW� &HQWUDO� %DQN�DUUDQJHPHQWV� RQ� WKH� 7XUNLVK�

OLUD�PDUNHWV���

x� 8QGHU�WKH�RUJDQL]DWLRQ�RI�WKH�%DQNV�$VVRFLDWLRQ�RI�7XUNH\��WKH�DSSOLFDWLRQ�

RI�7XUNLVK�/LUD�,QWHU�%DQN�2IIHU�5DWH��75/,%25��KDV�EHHQ�SXW�LQWR�HIIHFW�DV�

RI�$XJXVW��VW�������LQ�RUGHU�WR�LPSURYH�WKH�OLTXLGLW\�DQG�WUDQVSDUHQF\�RI�WKH�

LQWHUEDQN�PRQH\�PDUNHW��WR�VHW�D�UHOLDEOH�UHIHUHQFH�UDWHV�IRU�ERWK�EDQN�ORDQV�

DQG�RWKHU�ILQDQFLDO� LQVWUXPHQWV��WR�KHOS�HVWDEOLVK�D�VRXQG�\LHOG�FXUYH��DQG�WR�

SDYH� WKH� ZD\� IRU� IRUZDUG� WUDQVDFWLRQV� E\� EHWWHU� SULFLQJ� RI� ILQDQFLDO�

LQVWUXPHQWV���

x� 7KH� 7UHDVXU\� KDV� UHVXPHG� WKH� ´SULPDU\� GHDOHUVKLSµ� SUDFWLFH� IRU� WKH�

SXUSRVH� RI� HQVXULQJ� WKH� HIILFLHQF\� RI� GHEW� PDQDJHPHQW�� DQG� LQFUHDVLQJ� WKH�

OLTXLGLW\�RI�JRYHUQPHQW�SDSHUV�LQ�WKH�VHFRQGDU\�PDUNHW��

�

�����,Q�WKLV�UHVSHFW��WKH�&HQWUDO�%DQN�LV�SURYLGLQJ�WKH�QHFHVVDU\�VXSSRUW�WR�DOO�

WKHVH�LPSOHPHQWDWLRQV��


