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DIIHFWLQJ� WKH�GHYHORSLQJ�DQG� WUDQVLWLRQDO�HFRQRPLHV�� WR�SURYLGH�D� IRUXP� IRU� WKH
DGYRFDF\� RI� SROLFLHV� OHDGLQJ� WR� UREXVW�� HTXLWDEOH� DQG� HQYLURQPHQWDOO\
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LPSO\� HQGRUVHPHQW� E\� WKH� ,QVWLWXWH� RU� WKH� 8QLWHG� 1DWLRQV� 8QLYHUVLW\�� QRU� E\� WKH
SURJUDPPH�SURMHFW�VSRQVRUV��RI�DQ\�RI�WKH�YLHZV�H[SUHVVHG�
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7KH� DXWKRUV� DUH� JUDWHIXO� WR� 'HWOHI� .RWWH� DQG� &RUD� 3XQVDODQ� IRU
FRQWULEXWLRQV� WR� WKH� VWDWLVWLFDO� DQDO\VLV�� 7KH\� KDYH� DOVR� EHQHILWHG� IURP
GLVFXVVLRQ�ZLWK� -DQ�.UHJHO��$Q\� HUURUV� DQG� RPLVVLRQV� DUH�� RI� FRXUVH�� WKH
UHVSRQVLELOLW\�RI�WKH�DXWKRUV�
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5HFHQW� ILQDQFLDO� FULVHV�� ZKRVH� HIIHFWV� KDYH� EHHQ� SDUWLFXODUO\� VHYHUH� LQ
GHYHORSLQJ� FRXQWULHV�� KDYH� OHG� WR� D� ZLGH�UDQJLQJ� GHEDWH� RQ� LQWHUQDWLRQDO
ILQDQFLDO� UHIRUP�� 7KLV� GHEDWH� KDV� KDG� WR� FRQIURQW� WKH� LPSOLFDWLRQV� RI� WKH
KXJH� JURZWK� RI� LQWHUQDWLRQDO� FDSLWDO� PRYHPHQWV�� RQH� RI� ZKRVH
FRQVHTXHQFHV�KDV�EHHQ�WKH�LQFUHDVHG�
SULYDWL]DWLRQ
�RI�H[WHUQDO�ILQDQFLQJ�IRU
GHYHORSLQJ�FRXQWULHV��7KH�SDSHU�EHJLQV�ZLWK�VXUYH\V�RI�PDMRU� IHDWXUHV�RI
WKH� SRVWZDU� HYROXWLRQ� RI� WKH� V\VWHP� RI� JRYHUQDQFH� RI� WKH� LQWHUQDWLRQDO
ILQDQFLDO�V\VWHP�DQG�RI�WKH�SULQFLSDO�WUHQGV� LQ�FDSLWDO� IORZV�WR�GHYHORSLQJ
FRXQWULHV�GXULQJ�WKH�SDVW�WKUHH�GHFDGHV��7KHVH�VHW�WKH�VWDJH�IRU�D�VHOHFWLYH
UHYLHZ�RI�DSSURSULDWH�SROLF\�UHVSRQVHV�WR�LQWHUQDWLRQDO�ILQDQFLDO�LQVWDELOLW\�
ZLWK�WKH�PDLQ�IRFXV�RQ�SURSRVDOV�IRU�UHPHG\LQJ�VWUXFWXUDO�DQG�LQVWLWXWLRQDO
ZHDNQHVVHV� LQ� WKH� JOREDO� ILQDQFLDO� DUFKLWHFWXUH� WKURXJK� VXFK� PHDQV� DV
JUHDWHU� WUDQVSDUHQF\� DQG� LPSURYHG� GLVFORVXUH�� VWUHQJWKHQHG� ILQDQFLDO
UHJXODWLRQ� DQG� VXSHUYLVLRQ�� PRUH� FRPSUHKHQVLYH� DQG� HYHQ�KDQGHG
PXOWLODWHUDO� SROLF\� VXUYHLOODQFH�� DQG� EDLOLQJ� LQ� WKH� SULYDWH� VHFWRU� E\
DUUDQJHPHQWV�IRU�RUGHUO\�GHEW�ZRUNRXWV��,Q�YLHZ�RI�WKH�FRQWLQXLQJ�DEVHQFH
RI� HIIHFWLYH� PHDVXUHV� DW� WKH� JOREDO� OHYHO� IRU� GHDOLQJ� ZLWK� ILQDQFLDO
LQVWDELOLW\�� WKH� SDSHU� SXWV� VSHFLDO� HPSKDVLV� RQ� WKH� PDLQWHQDQFH� E\
GHYHORSLQJ�FRXQWULHV�RI�QDWLRQDO�DXWRQRP\�UHJDUGLQJ�SROLF\�WRZDUGV�FDSLWDO
PRYHPHQWV�

-(/�&ODVVLILFDWLRQ��(�����)�����)�����)����DQG�*���
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7KH� LGHDV� XQGHUO\LQJ� DSSURDFKHV� WR� LPSURYLQJ� WKH� JRYHUQDQFH� RI� WKH
LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�VLQFH������KDYH�XQGHUVWDQGDEO\�EHHQ�KHDYLO\
LQIOXHQFHG� E\� WKH� H[SHULHQFH� RI� WKH� UHFHQW� SDVW�� 7KXV� WKH� DUUDQJHPHQWV
ZKLFK� HPHUJHG� IURP� SODQQLQJ� GXULQJ�:RUOG�:DU� ,,� DQG� WKH� QHJRWLDWLRQV
IROORZLQJ�LW�UHIOHFWHG�WKH�VHDULQJ�LPSDFW�RQ�WKLQNHUV�DQG�SROLF\�PDNHUV�RI
WKH� ����V²WKH� GHYDVWDWLQJ� GHFOLQHV� LQ� HPSOR\PHQW� DQG� LQFRPHV� RI� WKH
JUHDW� GHSUHVVLRQ� DQG� WKH� DVVRFLDWHG� FRQWUDFWLRQ� LQ� LQWHUQDWLRQDO� WUDGH�� WKH
UHFRXUVH� WR�FRPSHWLWLYH�GHYDOXDWLRQV�DQG�PXOWLSOH� FXUUHQF\�SUDFWLFHV�� DQG
WKH� SUROLIHUDWLRQ� RI� ELODWHUDO� WUDGH� DUUDQJHPHQWV� DQG� H[FKDQJH� FRQWUROV�
6LPLODUO\��PXFK� RI� SROLF\�PDNHUV
� HQHUJ\� LPPHGLDWHO\� DIWHU� WKH�ZDU�ZDV
IRFXVHG� RQ� WKH� LQWHUQDWLRQDO� ILQDQFLQJ� DQG� SD\PHQWV� UHTXLUHPHQWV� RI� WKH
HFRQRPLF� UHFRQVWUXFWLRQ� RI� :HVWHUQ� (XURSH�� 7KH� YHU\� FRQFHSWV� XVHG� LQ
GLVFXVVLRQ� RI� SROLF\� LVVXHV� LQYROYLQJ� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP
WHQGHG� WR� EH� EDVHG�� H[SOLFLWO\� RU� LPSOLFLWO\�� RQ� DVVXPSWLRQV� DERXW� LWV
IXQFWLRQLQJ�ZKLFK�UHIOHFWHG�WR�D�JUHDW�H[WHQW�WKH�FRPPRQHVW�FDWHJRULHV�RI
FURVV�ERUGHU� ILQDQFLDO� WUDQVDFWLRQ� DQG� SUHYDOHQW� UXOHV� DQG� QRUPV�� 7KH
FRQFHSWV�RI� LQWHUQDWLRQDO� OLTXLGLW\�DQG�RI� WKH�YDULRXV�SRVVLEOH� LQVWUXPHQWV
IRU�LWV�SURYLVLRQ�LQ�WKLV�GLVFXVVLRQ��IRU�H[DPSOH��ZHUH�FORVHO\�FRQQHFWHG�WR
WKHLU� XVH� IRU� LQWHUQDWLRQDO� WUDGH� LQ� JRRGV� DQG� VHUYLFHV� DQG� IRU� WKH� VWLOO
UHODWLYHO\� UHVWULFWHG� FDWHJRULHV� RI� FDSLWDO� WUDQVDFWLRQ� ZKLFK� FRXOG� EH
XQGHUWDNHQ� ZLWKLQ� WKH� UXOHV� RI� WKH� QDWLRQDO� UHJLPHV� RI� PRVW� GHYHORSHG
FRXQWULHV�GXULQJ�WKLV�SHULRG�

)URP�WKH�����V�RQZDUGV�WKHUH�ZDV�DQ�H[SDQVLRQ�RI�WKH�LQWHUQDWLRQDO�FDSLWDO
PDUNHWV�� GULYHQ� SDUWO\� E\� WKH� IORZV� RI� LQWHUQDWLRQDO� LQYHVWPHQW� OLQNHG� WR
SRVWZDU� HFRQRPLF� UHFRYHU\� EXW� DOVR� VWLPXODWHG� E\� WKH� GHYHORSPHQW� RI
RIIVKRUH� FXUUHQF\� PDUNHWV� ZKHUH� ILQDQFLDO� WUDQVDFWLRQV� ZHUH� VXEMHFW� WR
PXFK� OLJKWHU� FRQWURO��� &RXQWULHV� ZHUH� SHULRGLFDOO\� �DQG� IURP� WKH� VHFRQG
KDOI� RI� WKH� ����V� LQFUHDVLQJO\� IUHTXHQWO\�� VXEMHFWHG� WR� SUHVVXUHV� GXH� WR
VXUJHV�RI�VKRUW�WHUP�FDSLWDO�IORZV�EHWZHHQ�PDMRU�FXUUHQFLHV���VXUJHV�ZKLFK
HYHQWXDOO\� RYHUZKHOPHG� WKH� %UHWWRQ� :RRGV� V\VWHP� RI� H[FKDQJH� UDWHV�
+HQFHIRUWK�� ZKLOH� SUREOHPV� DVVRFLDWHG� ZLWK� WKH� ILQDQFLQJ� DQG� SD\PHQWV
DUUDQJHPHQWV�RI�WUDGH�DQG�RWKHU�FXUUHQW�DFFRXQW�WUDQVDFWLRQV�KDYH�UHPDLQHG
DQ� LPSRUWDQW� FRQFHUQ� LQ� FRQVLGHUDWLRQ� RI� WKH� IXQFWLRQLQJ� RI� WKH
LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP� �D� VWDWHPHQW� ZKLFK� IRU� REYLRXV� UHDVRQV
DSSOLHV� D� IRUWLRUL� WR� PDWWHUV� DVVRFLDWHG� ZLWK� GHYHORSLQJ� FRXQWULHV

SDUWLFLSDWLRQ�LQ�WKLV�V\VWHP���LQFUHDVLQJ�DWWHQWLRQ�KDV�EHHQ�GHYRWHG�WR�ZD\V
RI�KDQGOLQJ��FRQWUROOLQJ�DQG�UHVSRQGLQJ�WR�FDSLWDO�PRYHPHQWV�DV�WKHVH�KDYH
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FRQWLQXHG�WR�JURZ�LQ�VL]H��XQVKDFNOHG�DV�WKH\�LQFUHDVLQJO\�KDYH�EHHQ�RZLQJ
WR�WKH�SURJUHVVLYH�OLEHUDOL]DWLRQ�RI�FDSLWDO�DFFRXQW�WUDQVDFWLRQV�LQ�WKH�PDMRU
LQGXVWULDO�FRXQWULHV�DQG�WR�VRPH�H[WHQW�HOVHZKHUH�

$V�LV�GRFXPHQWHG�LQ�WKH�IROORZLQJ�VHFWLRQ��WKLV�WUHQG�LQ�WKH�IXQFWLRQLQJ�RI
WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP�WRZDUGV�LQFUHDVHG�LPSRUWDQFH�IRU�SULYDWH
DFWRUV�ZDV� HYHQWXDOO\� SDUDOOHOHG� E\� DQ� DQDORJRXV� RQH� LQ� WKH� FKDUDFWHU� RI
GHYHORSLQJ� FRXQWULHV
� H[WHUQDO� ILQDQFLQJ�� ZLWK� D� UDSLG� LQFUHDVH� LQ� WKH
LPSRUWDQFH�RI� SULYDWH� IORZV�GXULQJ� WKH� ����V� DQG� WKH� ����V� �WKRXJK�RQH
ZKLFK� H[SHULHQFHG� D� VHWEDFN� RZLQJ� WR� WKH� GHEW� FULVLV� LQ� WKH� ����V��� 7KH
SURJUHVVLYH� LQWHJUDWLRQ� RI� GHYHORSLQJ� �DQG� PRUH� UHFHQWO\� WUDQVLWLRQ�
HFRQRPLHV� LQWR�WKH�QHWZRUN�RI� LQWHUQDWLRQDO� ILQDQFLDO�PDUNHWV�KDV�KDG� WKH
FRQVHTXHQFH� WKDW� WKH�EHQHILWV�DQG�FRVWV�RI� WKLV� LQFUHDVHG� 
SULYDWL]DWLRQ
� RI
WKHVH� HFRQRPLHV
� H[WHUQDO� ILQDQFLQJ� KDV� EHFRPH� D� PXFK� PRUH� LPSRUWDQW
WRSLF� LQ� GHEDWH� FRQFHUQLQJ� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP�� 0RUHRYHU�
GHYHORSPHQWV�LQ�WKH�����V��HVSHFLDOO\�WKH�GHVWDELOL]LQJ�VSLOORYHUV�IURP�WKH
ILQDQFLDO�FULVHV�LQ�5XVVLD�DQG�(DVW�$VLD�RQ�WKH�ILQDQFLDO�PDUNHWV�DQG�ILUPV
RI� LQGXVWULDO�FRXQWULHV��KDYH�SURYLGHG�DGGLWLRQDO� LPSHWXV� WR� WKLV� WHQGHQF\�
VR� WKDW� WKH� RPLVVLRQ� RI� WKH� SUREOHPV� SRVHG� E\� FDSLWDO� PRYHPHQWV� IRU
FRXQWULHV� ZLWK� 
HPHUJLQJ� ILQDQFLDO� PDUNHWV
� LV� QR� ORQJHU� FRQFHLYDEOH� LQ
VHULRXV� FRQVLGHUDWLRQ� RI� V\VWHPLF� UHIRUP� RI� LQWHUQDWLRQDO� ILQDQFLDO
JRYHUQDQFH�

$�FRPSUHKHQVLYH�GHVFULSWLRQ�RI�WKH�PDLQ�LQVWUXPHQWV�DQG�DUUDQJHPHQWV�IRU
WKLV� JRYHUQDQFH� �DQG� WKXV� DOVR� RI� WKH� JRYHUQDQFH� RI� LQWHUQDWLRQDO� FDSLWDO
IORZV��LV��RI�FRXUVH��LPSRVVLEOH�LQ�D�SDSHU�RI�WKLV�OHQJWK��EXW�D�EULHI�VNHWFK
RI� WKH� PDMRU� IHDWXUHV� VKRXOG� IDFLOLWDWH� XQGHUVWDQGLQJ� RI� WKH� DUJXPHQWV
ZKLFK�IROORZ�

7KH�SODQQLQJ�IRU�WKH�SRVWZDU�ZRUOG�GXULQJ�:RUOG�:DU�,,�HQYLVDJHG�D�VHW�RI
RUJDQL]DWLRQV� ZKLFK� ZRXOG� GHDO� ZLWK� FXUUHQF\� VWDELOLW\� DQG� LQWHUQDWLRQDO
SD\PHQWV��HFRQRPLF�UHFRQVWUXFWLRQ�DQG�WKH�DGYDQFHPHQW�RI�OHVV�GHYHORSHG
HFRQRPLHV�� DQG� LQWHUQDWLRQDO� WUDGH� DQG� LQYHVWPHQW�� 7KH� QHJRWLDWLRQV
DVVRFLDWHG� ZLWK� WKLV� SURFHVV� HYHQWXDOO\� JDYH� ULVH� WR� WKH� ,0)�� WKH�:RUOG
%DQN��DQG�WKH�*$77���%XW� WKH� WULDG�ZKLFK�HPHUJHG�IURP�%UHWWRQ�:RRGV
DQG�LWV�DIWHUPDWK�LV�PHUHO\�WKH�PRQROLWKV�RI�D�VHW�RI�DERXW�����LQWHUQDWLRQDO
RUJDQL]DWLRQV� GHDOLQJ� ZLWK� HFRQRPLF� PDWWHUV� ZLWK� PHPEHUVKLSV� YDU\LQJ
IURP� WKH� QHDU� XQLYHUVDO� WR� WKH� SXUHO\� UHJLRQDO�� VRPH� RI� ZKLFK� DQWHGDWH
:RUOG�:DU�,,���2I�WKH�RUJDQL]DWLRQV�RWKHU�WKDQ�WKRVH�ZKLFK�HPHUJHG�IURP
%UHWWRQ�:RRGV�� WKH� PRVW� LPSRUWDQW� LQ� WKH� FRQWH[W� RI� WKH� JRYHUQDQFH� RI
LQWHUQDWLRQDO�FDSLWDO�IORZV�DUH�WKH�2(&'��WKH�((&�(8��DQG�WKH�%,6�
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5HVSRQVLELOLW\� IRU� LQWHUQDWLRQDO� FDSLWDO�PRYHPHQWV� LV� QRW� QHDWO\� DVVLJQHG
XQGHU� WKLV� LQVWLWXWLRQDO� VWUXFWXUH�� ,QGHHG�� WKH� RULJLQDO� VWUXFWXUH� GLG� QRW
LQFOXGH�D�JOREDO�UHJLPH�IRU�FDSLWDO�PRYHPHQWV��DQG�QR�VXFK�UHJLPH�KDV�\HW
HPHUJHG�� ,QVWHDG�� DW� WKH� JOREDO� OHYHO� WKHUH� LV� D� SDWFKZRUN� RI� UXOHV� DQG
DJUHHPHQWV�EHDULQJ�GLUHFWO\�RU�LQGLUHFWO\�RQ�VHYHUDO�DVSHFWV�RI�LQWHUQDWLRQDO
LQYHVWPHQW� DQG�RWKHU� ILQDQFLDO� IORZV�EXW�RQH�ZKLFK� VWLOO� DFFRPPRGDWHV� D
FRQVLGHUDEOH� PHDVXUH� RI� QDWLRQDO� SROLF\� DXWRQRP\� IRU� WKH� PDMRULW\� RI
FRXQWULHV�� 0RUH� FRPSUHKHQVLYH� UHJLPHV�� GHVLJQHG� WR� OLEHUDOL]H
LQWHUQDWLRQDO� ILQDQFLDO� IORZV��KDYH�EHHQ�DJUHHG� LQ� DUUDQJHPHQWV� LQYROYLQJ
OLPLWHG�JURXSV�RI�FRXQWULHV�VXFK�DV�WKH�2(&'��WKH�((&�(8��DQG�WKH�%,6�

7KH�RQO\�JOREDO� UHJLPH�DSSO\LQJ� WR�FURVV�ERUGHU�PRQHWDU\� WUDQVDFWLRQV� LV
WKDW� RI� WKH� ,0)� EXW� WKH� PRVW� LPSRUWDQW� REOLJDWLRQV� LQ� LWV� $UWLFOHV� RI
$JUHHPHQW� UHODWH� WR� FXUUHQW� DQG�QRW� FDSLWDO� WUDQVDFWLRQV� �EHLQJ� VHW� RXW� LQ
$UWLFOHV�9,,,�DQG�;,9���&RQFHUQLQJ�FDSLWDO�PRYHPHQWV��$UWLFOH�,9�FRQWDLQV
WKH� VWDWHPHQW� WKDW� RQH� RI� WKH� HVVHQWLDO� SXUSRVHV� RI� WKH� LQWHUQDWLRQDO
PRQHWDU\� V\VWHP� LV� WR� SURYLGH� D� IUDPHZRUN� IDFLOLWDWLQJ� WKH� H[FKDQJH� RI
FDSLWDO� DPRQJ� FRXQWULHV�� D� VWDWHPHQW� ZKLFK� LV� LQFOXGHG� DPRQJ� JHQHUDO
REOLJDWLRQV�UHJDUGLQJ�H[FKDQJH�DUUDQJHPHQWV��7KH�PRUH�VSHFLILF�UHIHUHQFHV
WR�FDSLWDO�WUDQVIHUV�LQ�$UWLFOH�9,�SHUPLW�UHFRXUVH�WR�FDSLWDO�FRQWUROV�VR�ORQJ
DV�WKH\�GR�QRW�UHVWULFW�SD\PHQWV�IRU�FXUUHQW�WUDQVDFWLRQV��DQG�DFWXDOO\�JLYH
WKH�)XQG�WKH�DXWKRULW\�WR�UHTXHVW�D�PHPEHU�FRXQWU\�WR�LPSRVH�FRQWUDFWV�WR
SUHYHQW�WKH�ULVH�RI�IXQGV�IURP�LWV�JHQHUDO�5HVRXUFHV�$FFRXQW� WR� ILQDQFH�D
ODUJH� RU� VXVWDLQHG� FDSLWDO� RXWIORZ�� 7KH� :RUOG� %DQN� KDV� QR� GLUHFW
UHVSRQVLELOLW\� IRU� JRYHUQDQFH� RI� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP�
+RZHYHU�� LW� KDV� SDUWLFLSDWHG� DV� D� VRXUFH� RI� ILQDQFLQJ� LQ� D� QXPEHU� RI� WKH
LQWHUQDWLRQDO�EDLORXWV�SXW�WRJHWKHU�LQ�UHVSRQVH�WR�UHFHQW�ILQDQFLDO�FULVHV��DQG
KDV�SURYLGHG�ILQDQFLDO�DQG�WHFKQLFDO�DVVLVWDQFH��RIWHQ�DV�D�PDMRU�LQJUHGLHQW
RI�SURJUDPPHV�OLQNHG�WR�VWUXFWXUDO�DGMXVWPHQW�OHQGLQJ��WR�VHYHUDO�FRXQWULHV
DV� SDUW� RI� WKHLU� HIIRUWV� WR� XSJUDGH� DQG� UHIRUP� WKHLU� ILQDQFLDO� VHFWRUV� DQG
WKHLU� UHJLPHV�RI� UHJXODWLRQ�DQG�VXSHUYLVLRQ� �QRZ�FRQVLGHUHG�DQ� LPSRUWDQW
SDUW�RI�SROLFLHV� IRU�SUHYHQWLQJ� ILQDQFLDO�FULVHV�� DV�H[SODLQHG�EHORZ���8QWLO
����� *$77� OLNHZLVH� ZDV� DVVLJQHG� RQO\� YHU\� OLPLWHG� UHVSRQVLELOLW\
UHJDUGLQJ� WKH� IXQFWLRQLQJ� RI� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP�� $UWLFOHV
;,,�;9�DQG�VHFWLRQ�%�RI�$UWLFOH�;9,,,�RI�WKH�$JUHHPHQW�SHUPLW�WKH�XVH�RI
TXDQWLWDWLYH�UHVWULFWLRQV�RQ�LPSRUWV�E\�FRXQWULHV�IDFLQJ�EDODQFH�RI�SD\PHQWV
SUREOHPV�EXW�LQ�WKLV�FRQWH[W�WKH�MXGJHPHQW�RI� WKH�,0)�LV�VRXJKW�DV�WR� WKH
YDOLGLW\�RI�WKH�UHDVRQV�DGYDQFHG�WR�VXSSRUW�WKH�LPSRVLWLRQ�DQG�PDLQWHQDQFH
RI� WKHVH� UHVWULFWLRQV�� 7KH� :72� DJUHHPHQW�� ZKLOH� QRW� JLYLQJ� WKH� QHZ
LQVWLWXWLRQ� D� PDMRU� UROH� LQ� JOREDO� ILQDQFLDO� JRYHUQDQFH�� KDV� QHYHUWKHOHVV
H[WHQGHG�LWV�UHPLW�UHJDUGLQJ�LQWHUQDWLRQDO�LQYHVWPHQW��LQ�SDUWLFXODU�WKURXJK
WKH�LQFOXVLRQ�RI�WKH�FRPPHUFLDO�SUHVHQFH�RI��DQG�WKXV�WKH�)',�RI��VHUYLFHV
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VXSSOLHUV� LQ� WKH� *$76�� 6LQFH� WKH� VHFWRUV� FRYHUHG� E\� WKH� *$76� LQFOXGH
ILQDQFLDO� VHUYLFHV�� ERWK� WKH� SDFH� DQG� WKH� QDWXUH� RI� WKH� H[SDQVLRQ� RI� WKH
JOREDO� QHWZRUN� RI� ILQDQFLDO� PDUNHWV� ZLOO� KHQFHIRUWK� EH� VLJQLILFDQWO\
DIIHFWHG�E\�FRPPLWPHQWV�DV�WR�PDUNHW�DFFHVV�DQG�QDWLRQDO�WUHDWPHQW�PDGH
LQ�:72�QHJRWLDWLRQV�

2I�WKH�RUJDQL]DWLRQV�RU�DUUDQJHPHQWV�ZLWK�PRUH�OLPLWHG�PHPEHUVKLSV�ERWK
WKH�2(&'� DQG� WKH� ((&�(8� KDYH� HVWDEOLVKHG� UHJLPHV� IRU� FDSLWDO� IORZV��
7KH�2(&'�&RGH�RI�/LEHUDOL]DWLRQ�RI�&DSLWDO�0RYHPHQWV�GDWHV�IURP�����
DQG�UHIOHFWV�WKH�JHQHUDOO\�IDYRXUDEOH�YLHZ�RI�LWV�PHPEHU�VWDWHV�FRQFHUQLQJ
WKH�IUHH�PRYHPHQW�RI�FDSLWDO��7KH�&RGH�GLVFULPLQDWHV�EHWZHHQ�WZR�VHWV��RU
OLVWV��RI�FDSLWDO�PRYHPHQW��DQG�PHPEHU�FRXQWULHV�DXWKRUL]H�WUDQVDFWLRQV�LQ
WKH� WZR� OLVWV� VXEMHFW�RQO\� WR� UHVHUYDWLRQV� OLVWHG� LQ� DQ�$QQH[� WR� WKH�&RGH�
DQG� WR� GHURJDWLRQV� JUDQWHG� LQ� FHUWDLQ� FLUFXPVWDQFHV� VXFK� DV� WKH� RQVHW� RI
VHULRXV� EDODQFH�RI�SD\PHQWV� SUREOHPV�� 2QH� RI� WKH� WZR� OLVWV� FRYHUV
WUDQVDFWLRQV� JHQHUDOO\� UHJDUGHG� DV�PRUH� VHQVLWLYH�� RZLQJ�� IRU� H[DPSOH�� WR
WKHLU� VKRUW�WHUP� DQG� SRWHQWLDOO\� PRUH� VSHFXODWLYH� FKDUDFWHU�� DQG� LV
FRQVHTXHQWO\� VXEMHFW� WR� JUHDWHU� IOH[LELOLW\� DV� WR� WKH� ULJKW� WR� HQWHU
UHVHUYDWLRQV��� ,Q� WKH� ((&�(8� D� ����� GLUHFWLYH� DEROLVKHG� UHVWULFWLRQV� RQ
FDSLWDO�PRYHPHQWV�EHWZHHQ�UHVLGHQWV�RI�((&�(8�FRXQWULHV�VXEMHFW�RQO\�WR
SURYLVRV� FRQFHUQLQJ� WKH� ULJKW� WR� FRQWURO� VKRUW�WHUP� PRYHPHQWV� GXULQJ
SHULRGV�RI�ILQDQFLDO�VWUDLQ�DQG�WR�WDNH�WKH�PHDVXUHV�QHFHVVDU\�IRU�WKH�SURSHU
IXQFWLRQLQJ� RI� V\VWHPV� RI� WD[DWLRQ�� SUXGHQWLDO� VXSHUYLVLRQ�� HWF��� 7KH
GLUHFWLYH�DOVR�VWDWHG�WKDW�((&�(8�FRXQWULHV�VKRXOG�HQGHDYRXU�WR�DWWDLQ�WKH
VDPH�GHJUHH�RI�OLEHUDOL]DWLRQ�RI�FDSLWDO�PRYHPHQWV�YLV�j�YLV�WKLUG�FRXQWULHV
DV�ZLWK�RWKHU�PHPEHU�FRXQWULHV��8QGHU�WKH�GLUHFWLYH��JRYHUQPHQWV�UHWDLQHG
WKH� ULJKW� WR� WDNH� SURWHFWLYH� PHDVXUHV� ZLWK� UHJDUG� WR� FHUWDLQ� FDSLWDO
WUDQVDFWLRQV� LQ� UHVSRQVH� WR� GLVUXSWLYH� VKRUW�WHUP� FDSLWDO� PRYHPHQWV� EXW�
VLQFH�WKH� LQWURGXFWLRQ�RI� WKH�VLQJOH�FXUUHQF\�� IRU� WKH�FRXQWULHV�DGRSWLQJ� LW
VXFK�PHDVXUHV�PD\�RQO\� EH� WDNHQ� WRZDUGV� FDSLWDO�PRYHPHQWV� WR� RU� IURP
WKLUG� FRXQWULHV�� 7KH� ((&�(8� DOVR� PDGH� DYDLODEOH� WR� PHPEHU� FRXQWULHV
YDULRXV� W\SHV�RI�H[WHUQDO�SD\PHQWV� VXSSRUW�ERWK� IRU� WKH�SXUSRVH� HQDEOLQJ
SDUWLFLSDQWV�LQ�LWV�H[FKDQJH�UDWH�PHFKDQLVP��(50��WR�NHHS�WKHLU�FXUUHQFLHV
ZLWKLQ�SUHVFULEHG�IOXFWXDWLRQ�OLPLWV�DQG�IRU�RWKHU�FLUFXPVWDQFHV�WKUHDWHQLQJ
RUGHUO\�FRQGLWLRQV�LQ�WKH�PDUNHW�IRU�D�PHPEHU�FRXQWU\
V�FXUUHQF\��6LQFH�WKH
LQWURGXFWLRQ�RI� WKH� VLQJOH� FXUUHQF\�� WKH� DSSOLFDWLRQ�RI� WKHVH� DUUDQJHPHQWV
KDV� EHHQ� VXEVWDQWLDOO\� UHVWULFWHG� EXW� H[SHULHQFH� RI� WKHLU� XVH� UHPDLQV� RI
LQWHUHVW� WR� RWKHU� UHJLRQDO� JURXSLQJV� FRQWHPSODWLQJ� WKH� HVWDEOLVKPHQW� RI
PHFKDQLVPV�IRU�PXWXDO�H[WHUQDO�ILQDQFLDO�VXSSRUW��
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7KH� %,6� ZDV� HVWDEOLVKHG� LQ� ����� 
WR� SURPRWH� WKH� FRRSHUDWLRQ� RI� FHQWUDO
EDQNV� DQG� WR� SURYLGH� DGGLWLRQDO� IDFLOLWLHV� IRU� LQWHUQDWLRQDO� ILQDQFLDO
RSHUDWLRQV��DQG�WR�DFW�DV�WUXVWHH�RU�DJHQW�LQ�UHJDUG�WR�LQWHUQDWLRQDO�ILQDQFLDO
VHWWOHPHQWV� HQWUXVWHG� WR� LW
��� 6LQFH� WKH� ����V� WKH� %,6� KDV� EHFRPH� WKH
SULQFLSDO�IRUXP�DQG�SURYLGHG�WKH�VHFUHWDULDW�VXSSRUW�IRU�D�QXPEHU�RI�ERGLHV
HVWDEOLVKHG� WR� UHGXFH� RU� PDQDJH� WKH� ULVNV� LQ� FURVV�ERUGHU� EDQNLQJ
WUDQVDFWLRQV�� 7KH� EHVW� NQRZQ� RI� WKHVH� ERGLHV� LV� WKH� %DVOH� &RPPLWWHH� RQ
%DQNLQJ� 6XSHUYLVLRQ� HVWDEOLVKHG� WR� SURPRWH� EDQNLQJ� VWDELOLW\� WKURXJK� WKH
SURPRWLRQ� RI� VWUHQJWKHQHG� UHJXODWLRQ� DQG� LPSURYHG� FRRSHUDWLRQ� EHWZHHQ
QDWLRQDO�VXSHUYLVRUV��2WKHUV�LQFOXGH�WKH�&RPPLWWHH�RQ�WKH�*OREDO�)LQDQFLDO
6\VWHP� �XQWLO� )HEUXDU\� ����� NQRZQ� DV� WKH� (XUR�&XUUHQF\� 6WDQGLQJ
&RPPLWWHH��HVWDEOLVKHG�WR�PRQLWRU� LQWHUQDWLRQDO�EDQNLQJ�GHYHORSPHQWV�DQG
WR�GLVVHPLQDWH�GDWD�RQ�WKH�VXEMHFW�IURP�QDWLRQDO�FUHGLWRU�VRXUFHV��D�VRXUFH�RI
ZDUQLQJV�DV�HDUO\�DV������FRQFHUQLQJ�WKH�GDQJHUV�RI�WKH�LQFUHDVHG�VKRUW�WHUP
ERUURZLQJ�RI�FHUWDLQ�(DVW�$VLDQ�FRXQWULHV���DQG�WKH�&RPPLWWHH�RQ�3D\PHQW
DQG� 6HWWOHPHQW� 6\VWHPV�� WKH� SULQFLSDO� IRFXV� RI� ZKRVH� ZRUN� LV� WKH� WLPHO\
VHWWOHPHQW�RI�ODUJH�VFDOH�ILQDQFLDO�WUDQVIHUV�EXW�ZKLFK�KDV�DOVR�PRUH�UHFHQWO\
EHJXQ�WR�GHYRWH�DWWHQWLRQ�WR�WKH�LPSOLFDWLRQV�RI�HOHFWURQLF�PRQH\��:KLOH�WKH
%DVOH� ERGLHV� DUH� QRW� UHVSRQVLEOH� IRU� VHWWLQJ� UXOHV� IRU� LQWHUQDWLRQDO� FDSLWDO
PRYHPHQWV� DV� VXFK�� WKHLU� ZRUN� LV� GHVLJQHG� WR� VWUHQJWKHQ� WKH� GHIHQFHV� RI
ILQDQFLDO�ILUPV�ERWK�LQGLYLGXDOO\�DQG�LQ�WKH�DJJUHJDWH�DJDLQVW�GHVWDELOL]DWLRQ
GXH�WR�FURVV�ERUGHU�WUDQVDFWLRQV�DQG�ULVN�H[SRVXUHV��,Q�LWV�ZRUN�RQ�ILQDQFLDO
ILUPV
� LQYROYHPHQW� LQ� VHFXULWLHV� WUDQVDFWLRQV�� WKH� %DVOH� &RPPLWWHH� RQ
%DQNLQJ� 6XSHUYLVLRQ� KDV� RIWHQ� FROODERUDWHG� ZLWK� WKH� ,QWHUQDWLRQDO
2UJDQL]DWLRQ�RI�6HFXULWLHV�&RPPLVVLRQV��,26&2���ZKLFK�KDV�D�PHPEHUVKLS
FRQVLVWLQJ� RI� VHFXULWLHV� UHJXODWRUV� DQG� H[FKDQJHV� DQG�ZKLFK� KDV� JUDGXDOO\
H[WHQGHG�LWV�UHPLW�IURP�RQH�FRQFHQWUDWLQJ�SULPDULO\�RQ�LQIRUPDWLRQ�VKDULQJ
WR�WKH�VHWWLQJ�DQG�SURPXOJDWLRQ�RI�VWDQGDUGV�IRU�WKH�IXQFWLRQLQJ�RI�H[FKDQJHV
DQG� VHFXULWLHV� ILUPV� DQG� IRU� VXUYHLOODQFH� RI� FURVV�ERUGHU� VHFXULWLHV
WUDQVDFWLRQV�� 2QH� RWKHU� UHFHQWO\� HVWDEOLVKHG� ERG\�� WKH� )LQDQFLDO� 6WDELOLW\
)RUXP��ZKLFK�LV�GHVFULEHG�LQ�PRUH�GHWDLO�EHORZ���KDV�D�VHFUHWDULDW�ORFDWHG�LQ
%DVOH��DQG�LV�FKDLUHG�E\�WKH�JHQHUDO�PDQDJHU�RI�WKH�%,6�

2WKHU� UHJLRQDO� RUJDQL]DWLRQV� KDYH� UHPLWV� EHDULQJ� LQ� YDULRXV� ZD\V� RQ
LQWHUQDWLRQDO� FDSLWDO� PRYHPHQWV�� YDULRXV� JURXSV� RI� EDQNLQJ� VXSHUYLVRUV
RWKHU� WKDQ� WKH� %DVOH� &RPPLWWHH� �ERWK� UHJLRQDO� DQG� FRPSULVLQJ� RIIVKRUH
ILQDQFLDO� FHQWUHV�� GHDO� ZLWK� UHJXODWRU\� LVVXHV� DIIHFWLQJ� WKHLU� PHPEHUV�
W\SLFDOO\�PDLQWDLQLQJ�FORVH�FRQWDFW�LQ�WKLV�FRQWH[W�ZLWK�WKH�%DVOH�&RPPLWWHH�
DQG� LQ�$VLD� WKHUH� DUH� LQVWLWXWLRQV� DQG� DUUDQJHPHQWV�ZKLFK�PD\� HYHQWXDOO\
FRPH� WR�SOD\� UROHV� VLPLODU� WR� WKRVH� RI� WKH�((&�(8� LQ� WKH� DUHDV� RI�PXWXDO
FRQVXOWDWLRQ�DQG�H[WHUQDO�SD\PHQWV�VXSSRUW��QDPHO\�WKH�([HFXWLYH�0HHWLQJ
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RI� (DVW� $VLD� DQG� 3DFLILF� &HQWUDO� %DQNV� �(0($3�� �ZKLFK�� LQWHU� DOLD�
PRQLWRUV�IRUHLJQ�H[FKDQJH�PDUNHWV�LQ�WKH�UHJLRQ���VZDS�PHFKDQLVPV�DPRQJ
$6($1� FRXQWULHV�� DQG� D�ZHE� RI� ELODWHUDO� UHSXUFKDVH� DJUHHPHQWV� EHWZHHQ
PRQHWDU\�DXWKRULWLHV�RI� WKH�UHJLRQ�XQGHU�ZKLFK�DQ�DXWKRULW\�PD\�H[FKDQJH
LWV� 8QLWHG� 6WDWHV� 7UHDVXU\� VHFXULWLHV� IRU� GROODUV� QHHGHG� WR� VXSSRUW� LWV
FXUUHQF\�

$�JUHDW�PDQ\� IHDWXUHV� RI� WKH� FXUUHQW� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP�KDYH� D
VLJQLILFDQW��HYHQ�LI�RIWHQ�RQO\�LQGLUHFW��EHDULQJ�RQ�LQWHUQDWLRQDO�FDSLWDO�IORZV�
7KXV�SURSRVHG�UHIRUPV�RI�WKLV�V\VWHP�FDQ�JHQHUDOO\�EH�H[SHFWHG�WR�DIIHFW�WKH
VFDOH� DQG� FKDUDFWHU� RI� WKHVH� IORZV�� $Q\� GLVFXVVLRQ� VXFK� DV� WKDW� ZKLFK
IROORZV� LV� QHFHVVDULO\� VHOHFWLYH�� DQG�PDQ\� UHDGHUV�PD\� IHHO� WKDW� LPSRUWDQW
LGHDV�KDYH�EHHQ�RQO\�WRXFKHG�XSRQ�RU�FRPSOHWHO\�RPLWWHG��7KH�VXUYH\�KHUH
FRQFHUQV�SROLFLHV�ZKLFK�KDYH�EHHQ�DW� WKH�FHQWUH�RI�GLVFXVVLRQ� �SDUWLFXODUO\
FRQFHUQLQJ�HFRQRPLHV�ZLWK�HPHUJLQJ�ILQDQFLDO�PDUNHWV��VLQFH�WKH�(DVW�$VLDQ
FULVLV� RI� ����� EXW� HYHQ� VR� LV� QRW� FRPSUHKHQVLYH�� 6RPH� UHDGHUV� PD\� IHHO
GLVDSSRLQWHG� DW� WKH� DEVHQFH� RI� GLVFXVVLRQ� RI� H[FKDQJH�UDWH� UHJLPHV�� RI
SURSRVDOV�IRU�WLJKWHU�FRQWURO�RI�LQWHUQDWLRQDO�OHQGLQJ�DQG�SRUWIROLR�LQYHVWPHQW
DW� WKH� VRXUFH�� RU� RI� WKH� WD[� RQ� IRUHLJQ�H[FKDQJH� WUDQVDFWLRQV� RULJLQDOO\
SURSRVHG� E\� -DPHV� 7RELQ� DV� DQ� LQVWUXPHQW� IRU� OLPLWLQJ� WKH� YRODWLOLW\� RI
FXUUHQF\�PDUNHWV�DQG�FDSLWDO�PRYHPHQWV��&RQFHUQLQJ�WKH� ODWWHU� WKH�DXWKRUV
KDG�H[SUHVVHG�WKHLU�VFHSWLFLVP�RQ�D�QXPEHU�RI�RFFDVLRQV�EHIRUH�WKH�RXWEUHDN
RI� WKH� (DVW� $VLDQ� FULVLV�� ZKLFK� KDV� QRW� FKDQJHG� WKHLU� YLHZV���� 5HJDUGLQJ
WLJKWHU� FRQWUROV� RQ� H[WHUQDO� ILQDQFLDO� IORZV� DW� WKHLU� VRXUFH�� WKH� PRUH
DPELWLRXV� SURSRVDOV�ZRXOG� DSSHDU� W\SLFDOO\� WR� KDYH� IHDWXUHV�ZKLFK� DUH� DQ
REVWDFOH�WR�WKHLU�DGRSWLRQ��ZKLOH�WKH�DPHOLRUDWLYH�RQHV�ZKLFK�PLJKW�IDFH�OHVV
UHVLVWDQFH�DUH�XQOLNHO\� WR�VR��UHGXFH�ILQDQFLDO�LQVWDELOLW\�DV� WR�HOLPLQDWH� WKH
QHHG�IRU�RWKHU�PDMRU�FKDQJHV�RQ�WKH�DJHQGD�RI�UHIRUP����$V�WR�H[FKDQJH�UDWH
UHJLPHV�� IRU� UHDVRQV� H[SODLQHG�DW�JUHDWHU� OHQJWK� HOVHZKHUH�� WKH� DXWKRUV� DUH
QRW� FRQYLQFHG�� XQOLNH�PDQ\� RWKHU� FRPPHQWDWRUV�� WKDW� WKLV� FULVLV� IXUQLVKHG
GHFLVLYH�DUJXPHQWV�DJDLQVW�PDQDJHG�IOH[LELOLW\�IRU�FXUUHQFLHV��VR�ORQJ�DV�LW�LV
DFFRPSDQLHG� E\� HIIHFWLYH�PDQDJHPHQW� RI� H[WHUQDO� OLDELOLWLHV��� 7KH�ZD\� LQ
ZKLFK� FXUUHQF\� UHJLPHV�ZHUH�PDQDJHG� LQ� FHUWDLQ�(DVW�$VLDQ� FRXQWULHV� �LQ
HIIHFW�WKURXJK�SHJJLQJ�WR�WKH�8QLWHG�6WDWHV�GROODU��GRXEWOHVV�SOD\HG�D�UROH�LQ
WKH� XQIROGLQJ� RI� WKH� FULVLV�� %XW� LQ� FRQGLWLRQV� RI� KLJK� FDSLWDO� PRELOLW\�� QR
H[FKDQJH�UDWH� UHJLPH� FDQ� JXDUDQWHH� VWDEOH� DQG� FRPSHWLWLYH� UDWHV�� )UHHO\
IORDWLQJ�H[FKDQJH�UDWHV�DQG�ULJLGO\�IL[HG�RQHV��FXUUHQF\�ERDUGV��HDFK�LPSRVH
FRVWV� RI� WKHLU� RZQ�� WKH� RQH� LQWURGXFLQJ� FRQVLGHUDEOH� XQFHUWDLQO\� LQWR� D
FRXQWU\
V� UHODWLRQV� ZLWK� LWV� WUDGLQJ� DQG� LQYHVWPHQW� SDUWQHUV� DQG� WKH� RWKHU
VKDUSO\� �DQG� DOPRVW� FHUWDLQO\� IRU� PDQ\� FRXQWULHV� XQDFFHSWDEO\�� UHGXFLQJ
QDWLRQDO�SROLF\�DXWRQRP\���
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$V� LV� LPSOLFLW� LQ� WKH� UHPDUNV� RSHQLQJ� WKLV� VHFWLRQ�� LGHDV� FRQFHUQLQJ
LQWHUQDWLRQDO�ILQDQFLDO�UHIRUP�KDYH�D�ZD\�RI�DOZD\V�EHLQJ�SURYLVLRQDO�RZLQJ
WR�WKHLU�VXVFHSWLELOLW\�WR�EHLQJ�DW�OHDVW�SDUWO\�RYHUWDNHQ�E\�GHYHORSPHQWV�RQ
WKH�JURXQG��&URVV�ERUGHU�ILQDQFLDO�WUDQVDFWLRQV²FXUUHQW�DV�ZHOO�DV�FDSLWDO²
KDYH�EHHQ�JUHDWO\� WUDQVIRUPHG�E\� ILQDQFLDO� LQQRYDWLRQ� LQ� UHFHQW�\HDUV�� DQG
WKLV�SURFHVV�FDQ�EH�H[SHFWHG�WR�FRQWLQXH��'HULYDWLYHV�DUH�RIWHQ�FLWHG�LQ�WKLV
FRQWH[W�RZLQJ�WR�WKH�ZD\�LQ�ZKLFK�WKH\�FDQ�EH�XVHG�WR�JHW�DURXQG�WKH�VSLULW�
LI� QRW� WKH� OHWWHU�� RI� UHJXODWLRQ� RI� FDSLWDO�DFFRXQW� WUDQVDFWLRQV���� ,Q� WKH
QRW�WRR�GLVWDQW� IXWXUH� LW� LV� SRVVLEOH� WKDW� QHZ� WHFKQLTXHV� RI� SD\PHQW� DQG
VHWWOHPHQW� RI� FURVV�ERUGHU� WUDQVDFWLRQV� PDGH� SRVVLEOH� E\� FRPSXWHU
WHFKQRORJ\�ZLOO� EH� D� VRXUFH� RI� QHZ� FKDOOHQJHV� WR� WHFKQLTXHV� RI�PRQHWDU\
SROLF\�DQG�WR�WD[�V\VWHPV��7KHVH�FKDOOHQJHV�PD\�LQYROYH�WKH�GHVLJQ�RI�UXOHV
IRU� WKH� QHZ� DUUDQJHPHQWV� IRU� VXFK� SD\PHQW� DQG� VHWWOHPHQW�� WHFKQLTXHV� RI
YDOXDWLRQ�IRU�LQVWUXPHQWV�VXFK�DV�ILQDQFLDO�DVVHWV�RWKHU�WKDQ�PRQH\�XVHG�IRU
WKLV�SXUSRVH��DQG� WKH� LQWHUYHQWLRQ� LQ� WKH�PDUNHWV� IRU� ILQDQFLDO�DQG�SRVVLEO\
RWKHU�DVVHWV�UHTXLUHG�WR�DYRLG�OHYHOV�RI�SULFH�LQVWDELOLW\�FDSDEOH�RI�GLVUXSWLQJ
WKHVH�DUUDQJHPHQWV����7KH�FKDOOHQJHV�ZLOO�LQHYLWDEO\�DIIHFW�ERWK�UHJLPHV�IRU
LQWHUQDWLRQDO� FDSLWDO� PRYHPHQWV� DQG� WKH� DJHQGD� IRU� LQWHUQDWLRQDO� ILQDQFLDO
UHIRUP�

����75(1'6�,1�(;7(51$/�),1$1&,1*
)25�'(9(/23,1*�&28175,(6

$V�VKRZQ�LQ�7DEOH���DQG�&KDUWV��±���WKH�VL]H��FRPSRVLWLRQ�DQG�GLVWULEXWLRQ
RI� H[WHUQDO� FDSLWDO� LQIORZV��� WR� GHYHORSLQJ� FRXQWULHV� KDYH� DOO� XQGHUJRQH
IXQGDPHQWDO�VKLIWV�GXULQJ�WKH�SDVW�WKUHH�GHFDGHV��,Q�WKH�SHULRG�XQWLO�WKH�HDUO\
����V� WKH� PRVW� LPSRUWDQW� VRXUFH� RI� H[WHUQDO� ILQDQFLQJ� IRU� GHYHORSLQJ
FRXQWULHV�ZDV�RIILFLDO�ORDQV�DQG�DLG��WKRXJK�GXULQJ�WKH�SHULRG�IURP�WKH�����V
RQZDUGV� )',� IUHTXHQWO\� DFFRXQWHG� IRU� ������ SHU� FHQW� RI� WKHLU� H[WHUQDO
ILQDQFLQJ� DQG� WKHUH� ZDV� DOVR� DQ� H[SDQVLRQ� LQ� WKH� VKDUH� DFFRXQWHG� IRU� E\
H[SRUW� FUHGLWV��� 7KLV� ZDV� EDVHG� RQ� WKH� UHFRJQLWLRQ� WKDW� WKH� DELOLW\� RI
GHYHORSLQJ� FRXQWULHV� WR� ILOO� WKHLU� UHVRXUFH� JDSV� WKURXJK� FRPPHUFLDO
ERUURZLQJ� RQ� PDUNHW� WHUPV� ZDV� VHYHUHO\� OLPLWHG�� 2IILFLDO� ILQDQFLQJ
FRQWLQXHG� WR� H[SDQG� UDSLGO\� LQ� WKH� ����V�� EXW� WKHUH� ZDV� DOVR� D� UDSLG
H[SDQVLRQ� RI� SULYDWH� ILQDQFLDO� IORZV�� SULPDULO\� LQ� WKH� IRUP� RI� FUHGLWV� E\
EDQNV�LQ�LQGXVWULDO�FRXQWULHV��ZKLFK�VHUYHG�WR�UHF\FOH�WKH�VXUSOXVHV�RI�PDMRU
RLO�H[SRUWHUV�WKDW�HPHUJHG�DIWHU�WKH�VKDUS�LQFUHDVHV�LQ�RLO�SULFHV�GXULQJ�����±
����7KLV�H[SDQVLRQ�FDPH�WR�DQ�HQG�LQ������ZLWK�D�UDSLG�ZLWKGUDZDO�RI�EDQN



�

TABLE 1
AGGREGATE NET CAPITAL INFLOW TO DEVELOPING COUNTRIES,

BY TYPE OF FLOW, AND NET TRANSFER, 1975-98

����±�� ����±�� ����±�� ����±��

7RWDO�QHW�LQIORZ
,QFOXGLQJ�&KLQD� ���� ���� ���� ����
([FOXGLQJ�&KLQD ���� ���� ���� ����

2IILFLDO�LQIORZV ���� ���� ���� ����
2'$�JUDQWV ���� ���� ���� ����
2WKHU�RIILFLDO ���� ���� ���� ����

3ULYDWH�LQIORZV ���� ���� ���� ����
1RQ�GHEW�FUHDWLQJ�LQIORZV ���� ���� ���� ����
)', ���� ���� ���� ����
3RUWIROLR�HTXLW\ ���� ���� ���� ����

%RQGV ���� ���� ���� ����
%DQN�FUHGLW ���� ���� ���� ����
6KRUW�WHUP ���� ���� ���� ����
/RQJ�WHUP ���� ���� ���� ����

0HPR�LWHP�
3RUWIROLR�LQIORZV ���� ���� ���� ����

,QWHUHVW�SD\PHQWV ���� ���� ���� ����
3URILW�UHPLWWDQFHV ���� ���� ���� ����
1HW�FDSLWDO�WUDQVIHUV ���� ���� ����� ����

6RXUFH����81&7$'�VHFUHWDULDW�HVWLPDWHV��EDVHG�RQ�:RUOG�%DQN���������

'(),1,7,21�2)�',))(5(17�7<3(6�2)�&$3,7$/�)/2:6

7KHUH� LV�DPELJXLW\� LQ� WHUPLQRORJ\� IRU� WKH�GLIIHUHQW� NLQGV�RI� LQWHUQDWLRQDO� FDSLWDO� IORZV�
7KH�VDPH�WHUPV�XVHG�E\�GLIIHUHQW�LQVWLWXWLRQV�RU�ZULWHUV�RIWHQ�FRYHU�GLIIHUHQW�FDWHJRULHV
RI�FDSLWDO�WUDQVDFWLRQV��ZKLOH�WKH�VDPH�FDWHJRULHV�DUH�VRPHWLPHV�UHIHUUHG�WR�LQ�GLIIHUHQW
WHUPV��7KH�GHILQLWLRQV�XVHG�WKURXJKRXW�WKLV�SDSHU�DUH�DV�IROORZV�

&DSLWDO�LQIORZ��7KLV�WHUP�UHIHUV�WR�WKH�DFTXLVLWLRQ�RI�GRPHVWLF�DVVHWV�E\�QRQ�UHVLGHQWV
�SOXV�JUDQWV���6DOHV�RI�GRPHVWLF�DVVHWV�DUH�GHILQHG�DV�D�QHJDWLYH�FDSLWDO� LQIORZ��7KXV
WKH�WHUP�QHW�FDSLWDO�LQIORZ�GHQRWHV�DFTXLVLWLRQ�PLQXV�VDOHV�RI�GRPHVWLF�DVVHWV�E\�QRQ�
UHVLGHQWV��7KH� W\SHV�RI�DVVHW� LQFOXGHG� LQ� WKHVH�IORZV�YDU\�DFFRUGLQJ� WR� WKH� LQVWLWXWLRQ
SXEOLVKLQJ�WKH�GDWD��7KH�WHUP�QHW�UHVRXUFH�IORZV�XVHG�E\�WKH�:RUOG�%DQN�LQ�LWV�*OREDO
'HYHORSPHQW�)LQDQFH��IRU�H[DPSOH��UHIHUV�WR�FDSLWDO�WUDQVDFWLRQV�E\�QRQ�UHVLGHQWV��EXW
H[FOXGHV� DVVHWV� WKDW� JLYH� ULVH� WR� VKRUW�WHUP� GHEW�� ,Q� WKH� ,0)� %DODQFH� RI� 3D\PHQW
6WDWLVWLFV��FDSLWDO�LQIORZV�DUH�WKH�LWHPV�LQFOXGHG�LQ�WKH�FDSLWDO�DQG�ILQDQFLDO�DFFRXQWV�RI
WKH�EDODQFH�RI�SD\PHQWV��FRPSULVLQJ�PDLQO\�FUHGLW�LWHPV��VXFK�DV�GHEW�IRUJLYHQHVV�DQG
PLJUDQWV
� WUDQVIHUV��XQGHU� WKH�KHDGLQJ�RI� 
FDSLWDO� WUDQVIHUV
�� 
GLUHFW� LQYHVWPHQWV
� LQ� WKH
FRXQWU\� FRQFHUQHG�� DQG� WKH� OLDELOLW\� LWHPV� XQGHU� 
SRUWIROLR� LQYHVWPHQW
� DQG� 
RWKHU



�

LQYHVWPHQW
��ZKLFK�LQFOXGHV�ERWK�VKRUW�WHUP�DQG�ORQJ�WHUP�GHEW�LQ�VXFK�IRUPV�DV�EDQN
ORDQV��RWKHU�W\SHV�RI�WUDGH�FUHGLW��DQG�ERUURZLQJ�IURP�,0)��

&DSLWDO� RXWIORZ�� 7KLV� WHUP� UHIHUV� WR� WKH� DFTXLVLWLRQ� RI� IRUHLJQ� DVVHWV� E\� UHVLGHQWV�
6DOHV� RI� IRUHLJQ� DVVHWV� DUH� GHILQHG� DV� D� QHJDWLYH� FDSLWDO� RXWIORZ��7KXV� WKH� WHUP� QHW
FDSLWDO�RXWIORZ�GHQRWHV�DFTXLVLWLRQV�PLQXV�VDOHV�RI�IRUHLJQ�DVVHWV�E\�UHVLGHQWV�� ,Q� WKH
,0)�%DODQFH�RI�3D\PHQWV�6WDWLVWLFV�� FDSLWDO�RXWIORZV�FRQVLVW�RI� WKH�GHELW� LWHPV�XQGHU
WKH�KHDGLQJ�RI�
FDSLWDO�WUDQVIHUV
��
GLUHFW�LQYHVWPHQW�DEURDG
��DQG�WKH�DVVHW�LWHPV�XQGHU

SRUWIROLR�LQYHVWPHQW
�DQG�
RWKHU�LQYHVWPHQW
�

1HW�FDSLWDO�IORZ��7KLV�WHUP�UHIHUV�WR�WRWDO�QHW�FDSLWDO�LQIORZ�OHVV�WRWDO�QHW�FDSLWDO�RXWIORZ
DV�GHILQHG�DERYH��,W�LV�SRVLWLYH�ZKHQ�QHW�LQIORZV�H[FHHG�QHW�RXWIORZV�

1HW�WUDQVIHU��7KLV� WHUP�UHIHUV� WR�QHW�FDSLWDO� LQIORZV� OHVV�QHW� IDFWRU�SD\PHQWV�DEURDG�
WKH�ODWWHU�LQFOXGH�LQWHUHVW�SD\PHQWV�RQ�H[WHUQDO�GHEW�DV�ZHOO�DV�SURILW�UHPLWWDQFHV��1HW
WUDQVIHU�LV�WKXV�D�EURDG�PHDVXUH�RI�D�FRXQWU\
V�FDSDFLW\�WR�ILQDQFH�LWV�WUDGH�GHILFLWV�

OHQGLQJ�� UHVXOWLQJ� LQ� D� JHQHUDOL]HG� GHEW� FULVLV� LQ� WKH� WKLUG� ZRUOG� DQG� D� ORVW
GHFDGH� IRU� JURZWK� DQG� GHYHORSPHQW�� 'XULQJ� WKH� UHVW� RI� WKH� ����V�� FDSLWDO
LQIORZV� WR� GHYHORSLQJ� FRXQWULHV� UHPDLQHG� YLUWXDOO\� VWDJQDQW�� ZKLOH� SULYDWH
ILQDQFLQJ� IHOO� VKDUSO\�� RIILFLDO� GHYHORSPHQW� DVVLVWDQFH� LQFUHDVHG� RQO\
PRGHUDWHO\� FRPSDUHG� WR� WKH� ����V�� 8QWLO� ����� WKH� GHFDGH� RI� WKH� ����V
ZLWQHVVHG� D� VWURQJ� H[SDQVLRQ� LQ� SULYDWH� FDSLWDO� LQIORZV� WR� GHYHORSLQJ
FRXQWULHV�� 7KH� LQFUHDVH� ZDV� VXIILFLHQWO\� UDSLG� WR� PRUH� WKDQ� RIIVHW� WKH
GRZQZDUG� WUHQG� LQ� RIILFLDO� IORZV�� DQG� ZDV� JUHDWO\� LQIOXHQFHG� E\� UDSLG
OLEHUDOL]DWLRQ� RI� PDUNHWV� DQG� SULYDWL]DWLRQ� RI� HFRQRPLF� DFWLYLW\� LQ� PRVW
GHYHORSLQJ�FRXQWULHV��$Q�LPSRUWDQW�SURSRUWLRQ�RI�SULYDWH�FDSLWDO�KDV�WDNHQ�WKH
IRUP�RI�QRQ�GHEW�FUHDWLQJ�IORZV��QRWDEO\�EXW�QRW�H[FOXVLYHO\�)',���

1HW�FDSLWDO�LQIORZV�WR�GHYHORSLQJ�FRXQWULHV�KDYH�ULVHQ�E\�PRUH�WKDQ�WZHQW\�
IROG�LQ�QRPLQDO�WHUPV�VLQFH�������,Q�UHDO�WHUPV�WKH�LQFUHDVH�LQ�WRWDO�QHW�LQIORZV
LV�PXFK� OHVV� LPSUHVVLYH��0HDVXUHG� LQ� UHODWLRQ� WR� WKH� LPSRUW� SULFH� LQGH[� RI
GHYHORSLQJ� FRXQWULHV� �L�H�� LQ� WHUPV� RI� LWV� SXUFKDVLQJ� SRZHU� RYHU� IRUHLJQ
JRRGV���IRU�H[DPSOH��WKH�LQFUHDVH�LQ�QHW�FDSLWDO�LQIORZV�GXULQJ�WKH�VDPH�SHULRG
LV�DERXW�ILYH�IROG��0RUH�LPSRUWDQWO\��PHDVXUHG�LQ�WHUPV�RI�WKH�VKDUH�RI�RXWSXW
RI�WKH�UHFLSLHQW�FRXQWULHV�� WKH�UHFHQW�VXUJH�LQ�FDSLWDO� IORZV�UHSUHVHQWV�RQO\�D
UHFRYHU\�IURP�WKH�VWDJQDQW�OHYHOV�RI�WKH�����V�UDWKHU�WKDQ�DQ�LQFUHDVH�RYHU�WKH
OHYHOV�DWWDLQHG�GXULQJ�WKH�\HDUV�SUHFHGLQJ�WKH�GHEW�FULVLV��([FOXGLQJ�&KLQD��RQ
DYHUDJH�WKH�WRWDO�LQIORZ�RI�FDSLWDO�WR�GHYHORSLQJ�FRXQWULHV�DV�D�SURSRUWLRQ�RI
WKHLU�FRPELQHG�*13�ZDV�LQGHHG�ORZHU�GXULQJ���������WKDQ�GXULQJ���������
6LPLODU�WUHQGV�DUH�DOVR�REVHUYDEOH�IRU�QHW�WUDQVIHUV��QDPHO\�QHW�FDSLWDO�LQIORZV
OHVV�QHW�IDFWRU�SD\PHQWV�DEURDG��LQFOXGLQJ�LQWHUHVW�SD\PHQWV�RQ�H[WHUQDO�GHEW
DQG�SURILW�UHPLWWDQFHV�ZKLFK�LV�D�EURDG�PHDVXUH�RI�IRUHLJQ�UHVRXUFHV�DYDLODEOH
WR�ILQDQFH�WUDGH�GHILFLWV��7KHVH�WRR�KDYH�UHPDLQHG�DW�DERXW�WKH�VDPH�OHYHO�LQ
WKH�����V�DV�LQ�WKH�SHULRG�EHIRUH�WKH�RXWEUHDN�RI�WKH�GHEW�FULVLV�



��



��



��

$V� VKRZQ� LQ�&KDUW� ��� WKHUH� KDV� DOVR� EHHQ� D� VHULHV� RI�PDMRU� VKLIWV� LQ� WKH
FRPSRVLWLRQ�RI� FDSLWDO� LQIORZV� VLQFH� WKH�PLG�����V�� )URP� ����� XQWLO� WKH
HDUO\� ����V�� SULYDWH� FDSLWDO� DFFRXQWHG� IRU� DOPRVW� WZR�WKLUGV� RI� WRWDO
LQIORZV��EXW�DIWHU������LWV�VKDUH� IHOO� WR� OHVV� WKDQ����SHU�FHQW�QRW�VR�PXFK
EHFDXVH� RI� D� ULVH� LQ� RIILFLDO� ILQDQFH� DV� EHFDXVH� RI� D� FROODSVH� LQ� SULYDWH
LQIORZV�� QRWDEO\� LQWHUQDWLRQDO� EDQN� OHQGLQJ�� ,Q� WKH� ����V� WKH� VXUJH� LQ
SULYDWH�IORZV�DQG�WKH�GHFOLQH�LQ�RIILFLDO�ILQDQFLQJ�KDYH�PHDQW� WKDW�SULYDWH
FDSLWDO�KDV�DFFRXQWHG�IRU����SHU�FHQW�RI�WRWDO�FDSLWDO�LQIORZV�WR�GHYHORSLQJ
FRXQWULHV�� ,Q� QRPLQDO� WHUPV� RIILFLDO� ILQDQFLQJ� GULIWHG� DURXQG� ���� ELOOLRQ�
RQO\� D� OLWWOH� DERYH� WKH� OHYHOV� DWWDLQHG� GXULQJ� WKH� \HDUV� RI� GHEW� FULVLV�� $V
VKRZQ� LQ�&KDUW���� WKHVH� FKDQJHV� LQ� WKH� FRPSRVLWLRQ�RI� FDSLWDO� LQIORZV� DV
EHWZHHQ� SXEOLF� DQG� SULYDWH� VRXUFHV� KDYH� EHHQ� DFFRPSDQLHG� E\� VKLIWV� LQ
WKHLU� GLVWULEXWLRQ� DPRQJ� GHYHORSLQJ� FRXQWULHV� DQG� UHJLRQV�� ,Q� SDUWLFXODU�
VLQFH�RIILFLDO�IORZV�WHQG�WR�IDYRXU�SRRUHU�GHYHORSLQJ�FRXQWULHV�DQG�UHJLRQV�
WKHLU� GHFOLQH� UHODWLYH� WR� WKDW� RI� SULYDWH� FDSLWDO� IORZV� KDV� EHHQ� D� PDMRU
GHWHUPLQDQW� RI� WKH� WUHQG� LQ� WKH� VKDUH� RI� GLIIHUHQW� JURXSV� RI� GHYHORSLQJ
FRXQWULHV�� 7KXV�� WKH� VKDUHV� RI� 6XE�6DKDUDQ� $IULFD� DQG� 6RXWK� $VLD�� WKH
PDMRU�UHFLSLHQWV�RI�RIILFLDO�ILQDQFH��LQFUHDVHG��ZKLOH�WKDW�RI�/DWLQ�$PHULFD
GHFOLQHG�VKDUSO\�DIWHU������FRPSDUHG�WR�WKH�SUH�GHEW�FULVLV�\HDUV�RZLQJ�WR
WKH�GU\LQJ�XS�RI�SULYDWH� IORZV��+RZHYHU��GXULQJ�WKH�����V� WKH�PRYHPHQW
KDV�EHHQ�LQ�WKH�RSSRVLWH�GLUHFWLRQ��WKH�VKDUH�RI�(DVW�$VLD�FRQWLQXLQJ�LWV�ULVH
RI� WKH� SDVW� WKUHH� GHFDGHV� XQWLO� WKH� VHWEDFN� RI� WKH� ILQDQFLDO� FULVLV� ZKLFK
EHJDQ� LQ� ������ 7KH� VKLIW� LQ� WKH� FRPSRVLWLRQ� RI� FDSLWDO� LQIORZV� WRZDUGV
SULYDWH�FDSLWDO�KDV�EHHQ�DFFRPSDQLHG�E\�FRQFHQWUDWLRQ� LQ�D�VPDOO�QXPEHU
RI� GHYHORSLQJ� FRXQWULHV��PDLQO\� WKH� VR�FDOOHG� HPHUJLQJ�PDUNHWV����:KLOH
WKH����FRXQWULHV�WKDW�FRQVWLWXWH�WKLV�JURXS�UHFHLYHG��RQ�DYHUDJH�����SHU�FHQW
RI�WRWDO�QHW�FDSLWDO�LQIORZV�GXULQJ�WKH�ZKROH�SHULRG�RI�WKH�SDVW�WZR�GHFDGHV�
WKHLU�VKDUH�ZHQW�XS�WR�RYHU����SHU�FHQW�LQ�WKH�����V��OHDYLQJ�WKH�UHPDLQLQJ
���SHU�FHQW�WR�EH�VKDUHG�DPRQJ�WKH�UHVW�RI�WKH�GHYHORSLQJ�ZRUOG�

7KHUH� KDV� DOVR� EHHQ� D� FRQVLGHUDEOH� VKLIW� LQ� WKH� UHODWLYH� LPSRUWDQFH� RI
GLIIHUHQW�FDWHJRULHV�RI�SULYDWH�LQIORZ��)URP�PLG�����V�XQWLO�WKH�RXWEUHDN�RI
WKH�GHEW�FULVLV�RI�WKH�����V��EDQN�FUHGLWV�FRQVWLWXWHG�WKUHH�TXDUWHUV�RI�WRWDO
SULYDWH� FDSLWDO� LQIORZV� WR� GHYHORSLQJ� FRXQWULHV�� ZKLOH� WKH� UHVW� ZDV
DFFRXQWHG�IRU�E\�)',��7KLV�SDWWHUQ�FKDQJHG�GUDVWLFDOO\�DIWHU�WKH�GHEW�FULVLV
ZKHQ�EDQN�ORDQV�FROODSVHG�DQG�)',�WRRN�WKH�KLJKHVW�VKDUH�LQ�WRWDO�SULYDWH
LQIORZV�� ,Q� WKH� ����V� WKH� UHYLYDO� RI� EDQN� OHQGLQJ� KDV� EHHQ� FRQFHQWUDWHG
PDLQO\� RQ� WKH� $VLDQ� HPHUJLQJ� PDUNHWV�� )',� KDV� DFFHOHUDWHG� UDSLGO\� DQG
SRUWIROLR� LQYHVWPHQW� KDV� HPHUJHG� DV� D�PDMRU� IRUP�RI� SULYDWH� LQIORZ��7KHVH
FKDQJHV� KDYH� DOVR� EHHQ� DVVRFLDWHG� ZLWK� WKH� LQFUHDVHG� VKDUH� RI� WKH� SULYDWH
VHFWRU�DV�ERUURZHU��%HIRUH�WKH�GHEW�FULVLV��WKH�VKDUH�LQ�WRWDO�H[WHUQDO�ERUURZLQJ
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TABLE 2
NET CAPITAL INFLOW, CURRENT ACCOUNT AND OFFSETTING

FINANCIAL TRANSACTIONS IN DEVELOPING COUNTRIES
AND 16 EMERGING MARKET COUNTRIES a

$OO�GHYHORSLQJ�FRXQWULHV

����±�� ����±�� ����±�� ����±��E ����±��

%LOOLRQV�RI�GROODUV

1HW�FDSLWDO�LQIORZ ����� ������ ������ ����� ������
1HW�FDSLWDO�RXWIORZ ������ ������ ������ ����� ������
1HW�FDSLWDO�IORZ ����� ����� ������ ����� �����
%R3�HUURUV�DQG�RPLVVLRQV� ����� ������ ������ ����� �����
&KDQJH�LQ�UHVHUYHVF ������ ������ ������ ����� ������
&XUUHQW�DFFRXQW�EDODQFHG ������ ������ ������ ������ ������

3HUFHQWDJH�RI�QHW�LQIORZ

1HW�RXWIORZ ���� ���� ���� ���� ����
%R3�HUURUV�DQG�RPLVVLRQV ��� ���� ��� ���� ���
&KDQJH�LQ�UHVHUYHVF ���� ���� ���� ��� ����
&XUUHQW�DFFRXQW�EDODQFHG ���� ���� ���� ���� ����

3HUFHQWDJH�RI�QHW�IORZ

%R3�HUURUV�DQG�RPLVVLRQV ��� ���� ���� ���� ���
&KDQJH�LQ�UHVHUYHVF ���� ���� ���� ��� ����

&XUUHQW�DFFRXQW�EDODQFHG ���� ���� ���� ���� ����

6RXUFH� :RUOG�%DQN��*OREDO�'HYHORSPHQW�)LQDQFH������ ��&'�5RP���,0)���������
,0)��%DODQFH�RI�3D\PHQWV�6WDWLVWLFV ��YDULRXV�LVVXHV�

1RWHV� )RU�GHILQLWLRQV�VHH�WDEOH���
D $UJHQWLQD��%UD]LO��&KLOH��&RORPELD��(J\SW��,QGLD��,QGRQHVLD��0DOD\VLD��0H[LFR��
3DNLVWDQ��3HUX��3KLOLSSLQHV��5HSXEOLF�RI�.RUHD��6RXWK�$IULFD��7KDLODQG��7XUNH\

E ([FOXGLQJ������DQG�������ZKLFK�ZHUH�\HDUV�ZLWK�FXUUHQW�DFFRXQW�VXUSOXVHV�
F $�PLQXV�VLJQ�LQGLFDWHV�DQ�LQFUHDVH�LQ�UHVHUYHV��
G 7KH�VXP�RI�QHW�FDSLWDO�IORZ��%DODQFH�RI�3D\PHQWV�6WDWLVWLFV �HUURUV�DQG�

RPLVVLRQV�DQG�FKDQJH�LQ�UHVHUYHV�

(PHUJLQJ�PDUNHW�
FRXQWULHV

RI� SULYDWH� IORZV� QRW� FRYHUHG� E\� DQ� RIILFLDO� JXDUDQWHH� LQ� WKH� UHFLSLHQW
FRXQWU\�ZDV�RQO\�DERXW����SHU�FHQW��$IWHU������WKLV�UDWLR�IHOO�HYHQ�IXUWKHU
EHIRUH�ULVLQJ�UDSLGO\�LQ�WKH�����V�ERWK�LQ�DEVROXWH�WHUPV�DQG�LQ�UHODWLRQ�WR
SXEOLF� DQG� SXEOLFO\� JXDUDQWHHG� IORZV�� H[FHHGLQJ� WKH� ODWWHU� IURP� ����



��

RQZDUGV��+RZHYHU��WKLV�WUHQG�ZDV�UHYHUVHG�DIWHU�RXWEUHDN�RI�WKH�(DVW�$VLDQ
FULVLV�� QRQ�JXDUDQWHHG� ERUURZLQJ� DOPRVW� GLVDSSHDUHG�� ZKLOH� SXEOLF� DQG
SXEOLFO\� JXDUDQWHHG� GHEW� VKRW� XS�� ODUJHO\� DV� D� UHVXOW� RI� VRFLDOL]DWLRQ� RI
SULYDWH�GHEW�

1HW�FDSLWDO�LQIORZV�UHFHLYHG�E\�GHYHORSLQJ�FRXQWULHV�IURP�QRQ�UHVLGHQWV�GR
QRW� QHFHVVDULO\� JLYH� WKH� DPRXQW� DYDLODEOH� IRU� ILQDQFLQJ� FXUUHQW�DFFRXQW
GHILFLWV�DQG�FORVLQJ� UHVRXUFH�JDSV��$FFRXQW� DOVR�QHHGV� WR�EH� WDNHQ�RI�QHW
FDSLWDO�RXWIORZV�E\� UHVLGHQWV��7KH� LPSRUWDQFH�RI�FDSLWDO�RXWIORZV� WKURXJK
DFTXLVLWLRQ� RI� DVVHWV� DEURDG� GHSHQGV�� LQWHU� DOLD�� RQ� WKH� FDSLWDO� DFFRXQW
UHJLPH� DGRSWHG� E\� WKH� FRXQWULHV� FRQFHUQHG�� 'XULQJ� WKH� SDVW� ��� \HDUV�� D
JURZLQJ�QXPEHU�RI�GHYHORSLQJ�FRXQWULHV� KDYH� OLEHUDOL]HG�RXWZDUG� FDSLWDO
IORZV��HQDEOLQJ�WKHLU�UHVLGHQWV�WR�VKLIW�IXQGV�WR�IRUHLJQ�ILQDQFLDO�PDUNHWV�IRU
VKRUW�WHUP�LQYHVWPHQW�DV�ZHOO�DV�IRU�RXWZDUG�)',�DQG�WKH�SXUFKDVH�RI�ORQJ�
WHUP� ILQDQFLDO�DVVHWV��+RZHYHU�� VXFK�RXWIORZV�FDQ�DOVR�RFFXU�XQGHU�PRUH
UHVWULFWLYH�FDSLWDO�DFFRXQW�UHJLPHV�LQ�WKH�IRUP�RI�FDSLWDO�IOLJKW��1HW�FDSLWDO
RXWIORZV� LQ� IDFW� FRQVWLWXWH� DQ� LQFUHDVLQJ� SDUW� RI� RIIVHWWLQJ� ILQDQFLDO
WUDQVDFWLRQV�� DV� FDQ� EH� VHHQ� IURP� 7DEOH� ��� ,Q� WKH� HPHUJLQJ� PDUNHWV�� IRU
HDFK�GROODU�RI�QHW�LQIORZ�WKHUH�ZDV�D�QHW�RXWIORZ�RI����FHQWV�LQ�WKH�����V
DQG�RQH�RI�DOPRVW����FHQWV�LQ�WKH�����V��ZKLOH�IRU�GHYHORSLQJ�FRXQWULHV��DV
D� ZKROH� WKLV� VKDUH� KDV� PRUH� WKDQ� GRXEOHG� VLQFH� WKH� EHJLQQLQJ� RI� WKH
����V���

7KH� FRH[LVWHQFH�RI� FDSLWDO� LQIORZV�ZLWK� RXWIORZV� LV� D� QDWXUDO� RXWFRPH� RI
JOREDO� ILQDQFLDO� LQWHJUDWLRQ�� ,W� LV� D� ZLGHVSUHDG� SKHQRPHQRQ� LQ� WKH
GHYHORSHG� ZRUOG�� UHIOHFWLQJ� LQ� SDUW� WKH� JOREDO� UHDFK�� SRUWIROLR
GLYHUVLILFDWLRQ� DQG� ULVN� PDQDJHPHQW� RI� ILQDQFLDO� LQVWLWXWLRQV�� ,W� FDQ� DOVR
UHIOHFW�WKH�GLVSDUDWH�EHKDYLRXU�RI�GLIIHUHQW�FDWHJRULHV�RI�ILQDQFLDO�IORZV�

&URVV�ERUGHU� ILQDQFLDO� DFWLYLWLHV� KDYH� LQFUHDVLQJO\� EHFRPH� D� IHDWXUH� RI
ILQDQFLDO� LQVWLWXWLRQV� LQ� HPHUJLQJ� PDUNHWV�� $URXQG� ���� EDQNLQJ� HQWLWLHV
IURP����OHDGLQJ�GHYHORSLQJ�FRXQWULHV�ZHUH�RSHUDWLQJ�LQ�2(&'�FRXQWULHV�LQ
����� �&RUQIRUG� DQG�%UDQGRQ������� WDEOHV��� DQG����� 7KXV� RSHQLQJ� RI� WKH
FDSLWDO� DFFRXQW� LQ� HPHUJLQJ�PDUNHWV� SUHVHQWV� SURILWDEOH� RSSRUWXQLWLHV� IRU
SRUWIROLR� GLYHUVLILFDWLRQ� QRW� RQO\� IRU� OHQGHUV� DQG� LQYHVWRUV� LQ� LQGXVWULDO
FRXQWULHV� EXW� DOVR� IRU� DVVHW� KROGHUV� LQ� WKHVH� PDUNHWV� WKHPVHOYHV�� ,W� DOVR
DOORZV� EXVLQHVVHV� WR� WDNH� SRVLWLRQV� DEURDG� LQ� RUGHU� WR� KHGJH� DJDLQVW
H[FKDQJH�UDWH�ULVNV��)XUWKHUPRUH��VRPH�GHYHORSLQJ�FRXQWULHV�KDYH�EHFRPH
VLJQLILFDQW�SURYLGHUV�RI�)',� LQ� UHFHQW�\HDUV��ZLWK� WKH�FXPXODWLYH�RXWZDUG
IORZ�UHDFKLQJ�����ELOOLRQ�GXULQJ�����±����RU����SHU�FHQW�RI�WRWDO�QHW�FDSLWDO
RXWIORZV� IURP� GHYHORSLQJ� FRXQWULHV� �:RUOG� %DQN� ������ WDEOH� ������
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+RZHYHU�� DQ� LPSRUWDQW� SDUW� RI� RXWIORZV�� DV� RI� LQIORZV�� DOVR� FRQVLVWV� RI
OLTXLG�FDSLWDO�GULYHQ�E\�VKRUW�WHUP�DUELWUDJH�RSSRUWXQLWLHV�

$QRWKHU� LPSRUWDQW� FDWHJRU\� RI� RIIVHWWLQJ� ILQDQFLDO� WUDQVDFWLRQV� LV� UHVHUYH
DFFXPXODWLRQ��'XULQJ�WKH�����V�PRUH�WKDQ����SHU�FHQW�RI�WRWDO�QHW�FDSLWDO
LQIORZV� ZHUH� DEVRUEHG� E\� DGGLWLRQV� WR� UHVHUYHV� LQ� ERWK� GHYHORSLQJ
FRXQWULHV�DV�D�ZKROH�DQG�LQ�WKH�HPHUJLQJ�PDUNHWV��)RU�WKH�ODWWHU�WKHUH�KDV
EHHQ�D�ODUJH�LQFUHDVH�LQ�VXFK�DGGLWLRQV�IURP�D�OHYHO�RI�RQO\���SHU�FHQW�LQ�WKH
����V�WR�RQH�VLPLODU�WR�WKH�GHYHORSLQJ�FRXQWU\�DYHUDJH��6R�ORQJ�DV�SULYDWH
FDSLWDO� IORZV� DUH� VXEMHFW� WR� WKH� FRQWURO� RI� UHFLSLHQW� FRXQWULHV�� VXFK� IORZV
FDQ� EH� H[SHFWHG� WR� EH� FORVHO\� UHODWHG� WR� LPSRUWV� DQG� FXUUHQW�DFFRXQW
ILQDQFLQJ��7KH�QHHG�WR�PDLQWDLQ�D�FHUWDLQ�OHYHO�RI�UHVHUYHV�ZRXOG�WKHQ�DULVH
IURP�WLPH�ODJV�EHWZHHQ�SD\PHQWV�IRU�LPSRUWV�DQG�UHFHLSWV�IURP�H[SRUWV�DQG
IURP� PLVFHOODQHRXV� WHPSRUDU\� GLVHTXLOLEULD� LQ� WKH� FXUUHQW� EDODQFH� RI
SD\PHQWV��7UDGLWLRQDOO\��UHVHUYHV�FRYHULQJ�RQ�DYHUDJH�WKUHH�RU�IRXU�PRQWKV

LPSRUWV� DUH� FRQVLGHUHG� DV� DGHTXDWH� IRU� VXFK� SXUSRVHV�� DQG� HYHQ� VPDOOHU
UHVHUYHV�ZRXOG�EH�QHHGHG�WR�WKH�H[WHQW�WKDW�JRYHUQPHQWV�DUH�PRUH�ZLOOLQJ
WR� UHVSRQG� WR� FXUUHQW�DFFRXQW� GLVWXUEDQFHV� E\� H[FKDQJH�UDWH� DGMXVWPHQWV�
7KH� WUHQG� LQ� GHYHORSLQJ� FRXQWULHV� KDV�� KRZHYHU�� EHHQ� WR� DFFXPXODWH
UHVHUYHV��OHDGLQJ�WR�OHYHOV�ZHOO�DERYH�WKH�WUDGLWLRQDO�QRUP��,QGHHG��GHVSLWH
SROLF\� UHIRUPV� GHVLJQHG� WR� HQVXUH� JUHDWHU� IOH[LELOLW\� LQ� WKH� DGMXVWPHQW� RI
H[FKDQJH�UDWHV�WR�PDUNHW�FRQGLWLRQV��WKHLU�UHVHUYH�KROGLQJV�KDYH�WHQGHG�WR
ULVH� LQ� ERWK� DEVROXWH� DQG� UHODWLYH� WHUPV� GXULQJ� WKH� SDVW� WZR� GHFDGHV�� D
SROLF\� LQYROYLQJ� VLJQLILFDQW� FRVWV���� )RU� WKH� GHYHORSLQJ� FRXQWULHV� DV� D
ZKROH��WKH�LQFUHDVH�LQ�UHVHUYHV�IURP������WR������DPRXQWHG�WR����SHU�FHQW
RI�WKH�WRWDO�LQFUHDVH�LQ�WKHLU�LPSRUW�ELOO�GXULQJ�WKH�VDPH�SHULRG�

7KHVH�LQFUHDVHV�ZRXOG�DSSHDU�WR�EH�D�UHVSRQVH�WR�WKH�LQVWDELOLW\�RI�SULYDWH
FDSLWDO� IORZV�� HVSHFLDOO\� VKRUW�WHUP� EDQN� ORDQV� DQG� PXFK� SRUWIROLR
LQYHVWPHQW�� 7KH� LQVWDELOLW\� LV� H[HPSOLILHG� E\� PDMRU� FRQVWLWXHQWV� RI� WKHVH
WZR� FDWHJRULHV� RI� H[WHUQDO� ILQDQFLQJ� IRU� GHYHORSLQJ� FRXQWULHV� ZKLFK
GLVSOD\HG�PXFK�VKDUSHU�IOXFWXDWLRQV�GXULQJ�WKH�����V�WKDQ�WRWDO�QHW�FDSLWDO
LQIORZV�� LQFUHDVLQJ�PRUH� WKDQ����� WLPHV�PRUH� UDSLGO\�GXULQJ���������EXW
GHFUHDVLQJ�QR�OHVV�WKDQ����SHU�FHQW� LQ����������ZKLOH� WKH� WRWDO�QHW� LQIORZ
GHFOLQHG�RQO\����SHU�FHQW��6XFK�IOXFWXDWLRQV�UHIOHFW�WKH�ERRP�EXVW�F\FOH�RI
H[WHUQDO� ILQDQFLQJ�LQ� WKH�����V�DQG� WKH� LPSDFW�RI� WKH�DVVRFLDWHG� ILQDQFLDO
FULVHV���
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6LQFH� WKH� FROODSVH� RI� WKH� %UHWWRQ�:RRGV� V\VWHP� LQFUHDVHG� JOREDO� FDSLWDO
PRELOLW\�KDV�EHHQ�DFFRPSDQLHG�E\�JUHDWHU�IUHTXHQF\�RI�ILQDQFLDO�FULVHV�LQ
ERWK� GHYHORSHG� DQG�GHYHORSLQJ� FRXQWULHV� DOLNH��7KH� HSLVRGHV�RI� ILQDQFLDO
LQVWDELOLW\� DQG� FULVLV� LQ� LQGXVWULDO� FRXQWULHV� LQFOXGH� WKH� EDQNLQJ� DQG� UHDO
HVWDWH�FULVHV�LQ�WKH�8QLWHG�6WDWHV�ODVWLQJ�PRUH� WKDQ�D�GHFDGH�IURP�WKH� ODWH
����V�� WKH� PDMRU� VOXPSV� LQ� WKH� JOREDO� VWRFN� PDUNHW� LQ� ����� DQG� �����
VHYHUDO�HSLVRGHV�RI�H[WUHPH�LQVWDELOLW\�LQ�WKH�FXUUHQF\�PDUNHWV�RI�LQGXVWULDO
FRXQWULHV�RI�ZKLFK� DQ�RXWVWDQGLQJ� LQVWDQFH�ZDV� WKH� FXUUHQF\� FULVLV�RI� WKH
(XURSHDQ�0RQHWDU\�6\VWHP��(06��LQ�������DQG�WKH�RQJRLQJ�LQVWDELOLW\�LQ
-DSDQHVH� ILQDQFLDO�PDUNHWV� WKDW� VWDUWHG�ZLWK� WKH� EXUVWLQJ�RI� WKH�EXEEOH� LQ
WKH�HDUO\�����V��ZKLOVW�WKRVH�LQ�GHYHORSLQJ�FRXQWULHV�LQFOXGH�WKH�6RXWKHUQ
&RQH�FULVLV�RI�WKH�ODWH�����V�DQG�HDUO\�����V��WKH�GHEW�FULVLV�RI�WKH�����V�
WKH�0H[LFDQ�FULVLV�RI����������WKH�(DVW�$VLDQ�FULVLV�EHJLQQLQJ�LQ�������WKH
5XVVLDQ�FULVLV�RI�������DQG�D�QXPEHU�RI�RWKHU�PRUH� OLPLWHG� FXUUHQF\�DQG
EDQNLQJ�FULVHV���

7KHUH� DUH�� KRZHYHU�� LPSRUWDQW� GLIIHUHQFHV� EHWZHHQ� LQGXVWULDO� DQG
GHYHORSLQJ� FRXQWULHV� LQ� WKH� QDWXUH� DQG� HIIHFWV� RI� ILQDQFLDO� LQVWDELOLW\� DQG
FULVHV��([SHULHQFH�VKRZV� WKDW� LQ�GHYHORSLQJ�FRXQWULHV� UHYHUVDO�RI�H[WHUQDO
FDSLWDO� IORZV� DQG� VKDUS� GHFOLQHV� LQ� WKH� FXUUHQF\� RIWHQ� WKUHDWHQ� GRPHVWLF
ILQDQFLDO�VWDELOLW\��6LPLODUO\��GRPHVWLF�ILQDQFLDO�FULVHV�XVXDOO\�WUDQVODWH�LQWR
FXUUHQF\� WXUPRLO�� SD\PHQWV� GLIILFXOWLHV� DQG� HYHQ� H[WHUQDO� GHEW� FULVHV�� %\
FRQWUDVW��FXUUHQF\�WXUPRLO� LQ� LQGXVWULDO�FRXQWULHV�VLQFH� WKH�DGYHQW�RI�PRUH
IOH[LEOH� H[FKDQJH� UDWHV� LQ� WKH� ����V� KDV� IUHTXHQWO\� LQYROYHG� ODUJH
PRYHPHQWV� RI� UDWHV� FRQFHQWUDWHG� LQWR� VKRUW� SHULRGV�� 7KHVH� PRYHPHQWV�
ZKLFK� UHVXOW� IURP� EX\LQJ� DQG� VHOOLQJ� GHFLVLRQV� E\� HFRQRPLF� DFWRUV� LQ
FXUUHQF\�PDUNHWV�RIWHQ�WDNHQ�ZLWK� OLWWOH� UHJDUG�IRU� LQGLFDWRUV�RI�FRXQWULHV

IXQGDPHQWDOV� �VXFK� DV� UHODWLYH� SULFH� OHYHOV�� PLFURHFRQRPLF� SHUIRUPDQFH�
DQG�WKH�VWDQFH�RI�PDFURHFRQRPLF�SROLFLHV���JHQHUDOO\� LPSRVH�FRVWV�RQ� WKH
UHDO� HFRQRP\� DQG� FDQ� OHDG� WR� VLJQLILFDQW� PLVDOLJQPHQWV�� WKDW� LV� WR� VD\�
OHYHOV� RI� WKH� H[FKDQJH� UDWH�ZKLFK�� DW� UHDVRQDEO\� IXOO� HPSOR\PHQW� IRU� WKH
HFRQRP\�LQ�TXHVWLRQ��DUH�LQFRQVLVWHQW�ZLWK�D�VXVWDLQDEOH�H[WHUQDO�SD\PHQWV
SRVLWLRQ���� %XW� VXFK� WXUPRLO� GRHV� QRW� XVXDOO\� VSLOO� RYHU� LQWR� GRPHVWLF
ILQDQFLDO�PDUNHWV��QRU�GR�GRPHVWLF�ILQDQFLDO�GLVUXSWLRQV�QHFHVVDULO\�OHDG�WR
FXUUHQF\� DQG�SD\PHQWV� FULVHV��7KHVH�GLIIHUHQFHV� EHWZHHQ�GHYHORSLQJ� DQG
GHYHORSHG� FRXQWULHV� VWHP� IURP� D� QXPEHU� RI� IDFWRUV�� )LUVW�� WKH� VL]H� RI
GHYHORSLQJ�FRXQWU\�ILQDQFLDO�PDUNHWV�LV�VPDOO��VR�WKDW�HQWU\�RU�H[LW�RI�HYHQ
PHGLXP�VL]H� LQYHVWRUV� IURP� LQGXVWULDO� FRXQWULHV� LV� FDSDEOH� RI� FDXVLQJ
FRQVLGHUDEOH� SULFH� IOXFWXDWLRQV�� HYHQ� WKRXJK� WKHLU� SODFHPHQWV� LQ� WKHVH
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PDUNHWV� DFFRXQW� IRU� D� VPDOO� SHUFHQWDJH� RI� WKHLU� WRWDO� SRUWIROLRV�
)XUWKHUPRUH��GLIIHUHQFHV�LQ�WKH�QHW�IRUHLJQ�DVVHW�SRVLWLRQ�DQG�WKH�FXUUHQF\
GHQRPLQDWLRQ�RI�H[WHUQDO�GHEW�SOD\�D�FUXFLDO�UROH����+HUH�WKH�YXOQHUDELOLW\
RI� GHYHORSLQJ� FRXQWULHV� LV� JUHDWHU� EHFDXVH� RI� WKHLU� W\SLFDOO\� KLJKHU� QHW
H[WHUQDO�LQGHEWHGQHVV�DQG�KLJKHU�VKDUHV�RI�WKHLU�H[WHUQDO�GHEW�GHQRPLQDWHG
LQ�IRUHLJQ�FXUUHQFLHV��7KH�YXOQHUDELOLW\�RI�WKH�GRPHVWLF�ILQDQFLDO�V\VWHP�LV
LQFUHDVHG� IXUWKHU�ZKHQ� H[WHUQDO�GHEW� LV� RZHG�E\� WKH� SULYDWH� VHFWRU� UDWKHU
WKDQ�E\�VRYHUHLJQ�JRYHUQPHQWV�

$�QXPEHU�RI�FRPPRQ�IHDWXUHV�KDYH�PDUNHG�WKH�KLVWRU\�RI�WKH�SRVW�%UHWWRQ
:RRGV�FULVHV��)LUVW��PDQ\�RI�WKHP�KDYH�EHHQ�SUHFHGHG�E\�OLEHUDOL]DWLRQ�RI
WKH�HFRQRP\��QRWDEO\�WKH�ILQDQFLDO�VHFWRU��6HFRQG��DOO�HSLVRGHV�RI�FXUUHQF\
LQVWDELOLW\�KDYH�EHHQ�VWDUWHG�E\�D�VKDUS�LQFUHDVH�LQ�FDSLWDO�LQIORZV�IROORZHG
E\�DQ�HTXDOO\�VKDUS�UHYHUVDO��6XFK�VZLQJV�LQ�IORZV�DUH�UHODWHG�WR�LQWHUQDO�RU
H[WHUQDO� SROLF\� FKDQJHV� WKDW� SURGXFH� GLYHUJHQFHV� LQ� GRPHVWLF� ILQDQFLDO
FRQGLWLRQV�UHODWLYH�WR�WKRVH�RI�WKH�UHVW�RI�WKH�ZRUOG��RIWHQ�LQLWLDOO\�UHIOHFWHG
LQ� LQWHUHVW�UDWH� GLIIHUHQWLDOV� DQG� SURVSHFWV� RI� FDSLWDO� JDLQV�� 5HYHUVDOV� RI
FDSLWDO�IORZV�DUH�IUHTXHQWO\��EXW�QRW�DOZD\V��DVVRFLDWHG�ZLWK�D�GHWHULRUDWLRQ
LQ� WKH� PDFURHFRQRPLF� FRQGLWLRQV� RI� WKH� UHFLSLHQW� FRXQWU\�� 7KLV
GHWHULRUDWLRQ� RIWHQ� UHVXOWV� IURP� WKH� HIIHFWV� RI� FDSLWDO� LQIORZV� WKHPVHOYHV
VXFK� DV� RYHUYDOXDWLRQ� RI� WKH� H[FKDQJH� UDWH�� H[FHVVLYHO\� UDSLG� FUHGLW
H[SDQVLRQ��DQG�VSHFXODWLYH�EXEEOHV�LQ�DVVHW�SULFHV��%XW�WKH�GHWHULRUDWLRQ�LV
DOVR�JHQHUDOO\�LQIOXHQFHG�E\�H[WHUQDO�GHYHORSPHQWV�DIIHFWLQJ�LQWHUHVW�UDWHV
DQG� H[FKDQJH� UDWHV� LQ� LQWHUQDWLRQDO� PDUNHWV� DV� PXFK� DV� E\� VKLIWV� LQ
GRPHVWLF� PDFURHFRQRPLF� SROLFLHV�� )LQDOO\�� ILQDQFLDO� FULVHV� WHQG� WR� EH
DVVRFLDWHG� PRUH� FORVHO\� ZLWK� FHUWDLQ� W\SHV� RI� ILQDQFLDO� IORZV� DQG� ZLWK
FHUWDLQ�FODVVHV�RI�OHQGHUV�DQG�ERUURZHUV�WKDQ�RWKHUV�

+RZHYHU��FXUUHQF\�DQG�ILQDQFLDO�FULVHV�LQ�HPHUJLQJ�PDUNHWV�KDYH�RFFXUUHG
XQGHU� YDU\LQJ� PDFURHFRQRPLF� FRQGLWLRQV�� 7KH\� KDYH� RFFXUUHG� ZKHQ
FXUUHQW�DFFRXQW� GHILFLWV� ZHUH� ODUJH� DQG� XQVXVWDLQDEOH� �0H[LFR� DQG
7KDLODQG���EXW�DOVR�ZKHQ�VXFK�GHILFLWV�ZHUH�UHODWLYHO\�VPDOO��,QGRQHVLD�DQG
5XVVLD���$OWKRXJK�VLJQLILFDQW�RYHUYDOXDWLRQ�KDV�RIWHQ�EHHQ�FKDUDFWHULVWLF�RI
FRXQWULHV�H[SHULHQFLQJ�FXUUHQF\�WXUPRLO��0H[LFR��5XVVLD�DQG�%UD]LO��DOO�RI
ZKLFK�XVHG�WKH�H[FKDQJH�UDWH�DV�D�QRPLQDO�DQFKRU�WR�EULQJ�GRZQ�LQIODWLRQ��
WKLV�KDV�QRW�DOZD\V�EHHQ�WKH�FDVH��IRU�LQVWDQFH��LQ�PRVW�(DVW�$VLDQ�FRXQWULHV
WKH� DSSUHFLDWLRQ� RI� WKH� FXUUHQF\� ZDV� PRGHUDWH� RU� QHJOLJLEOH�� 6LPLODUO\�
ZKLOH� LQ� VRPH� FDVHV� FULVHV� ZHUH� DVVRFLDWHG� ZLWK� ODUJH� EXGJHW� GHILFLWV
�5XVVLD� DQG� %UD]LO��� LQ� RWKHUV� WKH� EXGJHW� ZDV� EDODQFHG� RU� LQ� VXUSOXV
�0H[LFR� DQG�(DVW�$VLD��� )LQDOO\�� FULVHV� RFFXUUHG�ZKHQ� H[WHUQDO� GHEW�ZDV
RZHG�SULPDULO\�E\�WKH�SXEOLF�VHFWRU��%UD]LO�DQG�5XVVLD��RU�SULPDULO\�E\�WKH
SULYDWH�VHFWRU��(DVW�$VLD��
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)LQDQFLDO�FULVHV� LQ�GHYHORSLQJ�FRXQWULHV�DUH�DOO� FKDUDFWHUL]HG�E\�D� UXVK�RI
LQYHVWRUV� DQG� FUHGLWRUV� WR� H[LW� DQG� D� FRQVHTXHQW� ILQDQFLDO� SDQLF�� ,QGHHG�
ZKDWHYHU�WKH�SUR[LPDWH�FDXVHV�RI�ILQDQFLDO�FULVHV�RU�WKH�HYHQWV�WKDW�WULJJHU
DWWDFNV� RQ� FXUUHQFLHV�� LQWHUQDWLRQDO� LQYHVWRUV� DQG� FUHGLWRUV� RI� GHYHORSLQJ
FRXQWULHV� WHQG� WR� PDQLIHVW� KHUG�OLNH� EHKDYLRXU� LQ� H[LWLQJ� DV� ZHOO� DV� LQ
LQYHVWLQJ� RU� OHQGLQJ�� 7KH� GHEW� FULVLV� RI� WKH� ����V� ZLWQHVVHG� D� GUDVWLF
FXWEDFN� LQ� OHQGLQJ� E\� LQWHUQDWLRQDO� EDQNV� WR� VRYHUHLJQ� GHEWRUV�� ZKLOH
GXULQJ� WKH� ����� 0H[LFDQ� FULVLV� WKH� UXVK� IRU� WKH� H[LWV� E\� LQWHUQDWLRQDO
FUHGLWRUV� WRRN� WKH� IRUP� RI� UDSLG� OLTXLGDWLRQ� RI� JRYHUQPHQW� SDSHU� DQG
FRQYHUVLRQ�RI�WKH�SURFHHGV�LQWR�GROODUV��$JDLQ��LQ�WKH�PRUH�UHFHQW�WXUPRLO
LQ� (DVW� $VLD�� WKH� UHIXVDO� WR� UROO� RYHU� VKRUW�WHUP� ORDQV�� WRJHWKHU� ZLWK� WKH
DWWHPSW� RI� XQKHGJHG� GHEWRUV� WR� DYRLG� H[FKDQJH�UDWH� ORVVHV�� ZDV� WKH
SULQFLSDO� IDFWRU� GHHSHQLQJ� WKH� FULVLV�� &UHGLWRU� RYHUUHDFWLRQ� WR� GHEWRUV

ILQDQFLDO� GLIILFXOWLHV� LV� RIWHQ� H[SODLQHG� LQ� WHUPV� RI� D� FROOHFWLYH�DFWLRQ
SUREOHP�� (YHQ� WKRXJK� WKH� FUHGLWRUV� DV� D� JURXS� DUH� EHWWHU� RII� LI� WKH\
FRQWLQXH�WR�UROO�RYHU�WKHLU�PDWXULQJ�FODLPV�RQ�D�GHEWRU��DQ�LQGLYLGXDO�OHQGHU
RU� LQYHVWRU� KDV� DQ� LQFHQWLYH� WR� H[LW��:LWKRXW� DFFHVV� WR� OLTXLGLW\�� D� GHEWRU
HQWLW\� LV� WKHQ� IRUFHG� WR� FXUWDLO� RSHUDWLRQV� RU� WR� UHVRUW� WR� GLVWUHVV� VDOHV� RI
DVVHWV�� ZKLFK� LQ� WXUQ� ORZHU� LWV� LQFRPH� DQG� ZHDOWK�� WKHUHE\� IXUWKHU
FRQVWUDLQLQJ�LWV�DELOLW\�WR�VHUYLFH�GHEW�DQG�KHQFH�GDPDJLQJ�WKH�LQWHUHVWV�RI
FUHGLWRUV�DV�D�JURXS�

$� JHQHUDOL]HG� GHEW� UXQ� E\� LQWHUQDWLRQDO� FUHGLWRUV� WULJJHUHG� E\� D� ORVV� RI
FRQILGHQFH�FDQ�HDVLO\�WXUQ�D�OLTXLGLW\�SUREOHP�LQWR�ZLGHVSUHDG�LQVROYHQFLHV
DQG�GHIDXOWV�E\�DOWHULQJ�NH\�DVVHW�SULFHV��LQWHUHVW�UDWHV�DQG�H[FKDQJH�UDWHV�
,Q� WKH� DEVHQFH� RI� D� ODUJH� VWRFN� RI� UHVHUYHV� RU� DFFHVV� WR� LQWHUQDWLRQDO
OLTXLGLW\��WKH�DELOLW\�RI�D�GHEWRU�GHYHORSLQJ�FRXQWU\�WR�UHSD\�LWV�HQWLUH�VWRFN
RI� VKRUW�WHUP� H[WHUQDO� GHEW� RQ� GHPDQG� LV� QR�JUHDWHU� WKDQ� WKH� DELOLW\� RI� D
EDQN� WR� PHHW� D� UXQ� E\� LWV� GHSRVLWRUV�� ,Q� WKH� FDVH� RI� EDQN� OHQGLQJ�
ZLWKGUDZDO� RI� ORDQV� E\� IRUHLJQ� FUHGLWRUV� LV� OLNHO\� WR� WULJJHU� D� UXVK� E\
XQKHGJHG�SULYDWH�GHEWRUV�LQWR�IRUHLJQ�FXUUHQF\�DV�WKH\�VHHN�WR�SD\�GHEW�RU
FRYHU�WKHLU�RSHQ�SRVLWLRQV��DQG�PD\�DOVR�OHDG�WR�VSHFXODWLYH�VHOOLQJ�RI�WKH
FXUUHQF\�E\�UHVLGHQWV��7KLV�LQ�WXUQ�GULYHV�GRZQ�WKH�IRUHLJQ�H[FKDQJH�YDOXH
RI�WKH�GRPHVWLF�FXUUHQF\�DQG�UDLVHV�LQWHUHVW�UDWHV��PDNLQJ�LW�PRUH�GLIILFXOW
IRU� GHEWRUV� WR� VHUYLFH� WKHLU� GHEW�� IRUFLQJ� WKHP� WR� OLTXLGDWH� DVVHWV� DQG
WKHUHE\� GHHSHQLQJ� WKH� GHEW�GHIODWLRQ� SURFHVV�� 'HEW� UXQV� E\� IRUHLJQ
FUHGLWRUV�DUH�RIWHQ�DOVR�DVVRFLDWHG�ZLWK�D�IOLJKW�IURP�QRQ�GHEW�LQVWUXPHQWV
KHOG�E\�ERWK� UHVLGHQWV�DQG�QRQ�UHVLGHQWV��QRWDEO\� IURP� WKH�HTXLW\�PDUNHW�
6LQFH�VXFK�LQYHVWRUV�IDFH�D�GHFOLQH�LQ�SULFHV�ZKHQ�WKH\�DWWHPSW�WR�OLTXLGDWH
WKHLU� KROGLQJV�� WKH� VHOOLQJ� SUHVVXUH� LQ� WKH� FXUUHQF\� PDUNHW� PD\� EH
ZHDNHQHG��0RUHRYHU��VLQFH�WKH\�ZRXOG�DOVR�VXIIHU�IURP�GHSUHFLDWLRQV��WKH\
PD\� KDYH� OHVV� LQGXFHPHQW� WR� H[LW�� +RZHYHU�� LQYHVWRU� RYHUUHDFWLRQ� FDQ
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QRQHWKHOHVV� VWLOO� DPSOLI\� GHVWDELOL]LQJ� IHHGEDFNV� EHWZHHQ� HTXLW\� DQG
FXUUHQF\�PDUNHWV�

�� 32/,&<�5(63216(6

6RPH�RI�WKH�SRVVLEOH�OLQHV�RI�GHIHQFH�DJDLQVW�ILQDQFLDO�FULVHV�LQYROYH�DFWLRQ
DW� WKH� QDWLRQDO� OHYHO�� 7KHVH� LQFOXGH� GRPHVWLF� PDFURHFRQRPLF� SROLFLHV�
SDUWLFXODUO\� PRQHWDU\� DQG� LQWHUHVW�UDWH� SROLFLHV�� WR� UHVWRUH� PDUNHW
FRQILGHQFH� DQG� KDOW� FXUUHQF\� UXQV�� DV� ZHOO� DV� KHGJLQJ� WKURXJK� NHHSLQJ
VXIILFLHQW�IRUHLJQ�H[FKDQJH�UHVHUYHV�DQG�FUHGLW�OLQHV��5HFHQW�H[SHULHQFH�KDV
SRLQWHG� WR� VHULRXV�ZHDNQHVVHV� RI�PDFURHFRQRPLF� SROLF\� DV� D� UHVSRQVH� WR
FXUUHQF\� UXQV� DQG�EDQNLQJ� FULVHV�� 5HOLDQFH� RQ� IRUHLJQ� H[FKDQJH� UHVHUYHV
DQG�FUHGLW�OLQHV�LV�OLNHO\�WR�EH�FRVWO\�DQG�WR�DIIRUG�DW�EHVW�SDUWLDO�SURWHFWLRQ�
$V�D� UHVXOW�DWWHQWLRQ�KDV� LQFUHDVLQJO\� WXUQHG�WR�VWUXFWXUDO�DQG� LQVWLWXWLRQDO
ZHDNQHVVHV� LQ� WKH� JOREDO� ILQDQFLDO� DUFKLWHFWXUH� UHJDUGLQJ� WKH� SUHYHQWLRQ
DQG�PDQDJHPHQW�RI� ILQDQFLDO�FULVHV��JLYLQJ� ULVH� WR�DQ� LQWHUQDWLRQDO�GHEDWH
RQ�LWV�UHIRUP��0XFK�RI�WKLV�GHEDWH�KDV�FRQFHQWUDWHG�RQ�ILYH�LVVXHV��QDPHO\
�L�� WUDQVSDUHQF\�� GLVFORVXUH� DQG� HDUO\� ZDUQLQJ� V\VWHPV�� �LL�� ILQDQFLDO
UHJXODWLRQ� DQG� VXSHUYLVLRQ�� �LLL�� VXUYHLOODQFH� RI� QDWLRQDO� SROLFLHV�� �LY�� DQ
LQWHUQDWLRQDO�OHQGHU�RI�ODVW�UHVRUW��DQG��Y��RUGHUO\�GHEW�ZRUNRXWV��DQG�WKHVH
ZLOO�EH�WKH�IRFXV�RI�WKH�GLVFXVVLRQ�ZKLFK�IROORZV�

0HDVXUHV� XQGHU� WKHVH� KHDGLQJV� FDQ� KHOS� ERWK� WR� SUHYHQW� DQG� PDQDJH
ILQDQFLDO� FULVHV�� DQG� D� FOHDU� GLVWLQFWLRQ� FDQQRW� DOZD\V� EH� PDGH� EHWZHHQ
WKHVH� WZR� REMHFWLYHV�� 7KLV� LV� WUXH�� IRU� H[DPSOH�� RI� EDQNLQJ� FULVHV� ZKHUH
VWUHQJWKHQHG�ILQDQFLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ�DUH�PDQLIHVWO\�GLUHFWHG�DW
PHHWLQJ�REMHFWLYHV� UHJDUGLQJ� ERWK� SUHYHQWLRQ� DQG�PDQDJHPHQW�� ,W� LV� DOVR
WUXH�IRU�FXUUHQF\�FULVHV�ZKHUH�PHDVXUHV�VXFK�DV�SURYLVLRQ�RI�LQWHUQDWLRQDO
OLTXLGLW\�RU�RUGHUO\�GHEW�ZRUNRXWV�FDQ�KHOS�WR�DYRLG�WKH�EXLOG�XS�RI�H[WHUQDO
ILQDQFLDO�IUDJLOLW\�DQG�WKXV�WR�GHWHU�DWWDFNV�RQ�FXUUHQFLHV��ZKLOH�DW�WKH�VDPH
WLPH� DOORZLQJ� D� JUHDWHU� VFRSH� IRU� PDQDJLQJ� VXFK� FULVHV� DQG� OLPLWLQJ� WKH
UHVXOWLQJ�GDPDJH�WR�WKH�HFRQRP\��0HDVXUHV�FDQ�EH�WDNHQ�DW�JOREDO��QDWLRQDO
RU�UHJLRQDO�OHYHOV��WKRXJK�QRW�DOO�FOHDUO\�EHORQJ�RQO\�WR�RQH�RI�WKHVH�OHYHOV�
6XUYHLOODQFH� RI� QDWLRQDO� SROLFLHV�� IRU� H[DPSOH�� FDQ� WDNH� SODFH� DW� ERWK� WKH
ILUVW� DQG� WKH� ODVW� RI� WKH� WKUHH� OHYHOV�PHQWLRQHG��0RUHRYHU�� LQ� WKH� FDVH� RI
SROLFLHV�LQ�DUHDV�VXFK�DV�ILQDQFLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ��HYHQ�WKRXJK
DFWLRQ�JHQHUDOO\�WDNHV�SODFH�DW�WKH�QDWLRQDO�OHYHO��WKHLU�DSSURSULDWH�GHVLJQ�LQ
UHFHQW� \HDUV� KDV� EHHQ� LQFUHDVLQJO\� WKH� VXEMHFW� RI� JOREDO� RU� UHJLRQDO
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LQLWLDWLYHV�RZLQJ�WR�VLJQLILFDQW�FURVV�ERUGHU�VSLOORYHUV��IUHH�ULGHU�SUREOHPV�
RU�UHTXLUHG�UHVWULFWLRQV�RQ�QDWLRQDO�SROLF\�DXWRQRP\�

��� 0RQHWDU\�SROLFLHV

7KH�RUWKRGR[�SROLF\� UHVSRQVH� WR�FXUUHQF\� WXUPRLO�E\�PRQHWDU\� WLJKWHQLQJ
DQG�KLJK� LQWHUHVW� UDWHV� KDV�QRW� SURYHG� HIIHFWLYH� LQ� UHFHQW� ILQDQFLDO� FULVHV�
:KHQ�ILQDQFLDO�PDUNHWV�SDQLF��WKH�OLNHO\�HIIHFWV�RI�VXFK�D�SROLF\�RQ�FDSLWDO
IORZV�WHQG�WR�EH�SHUYHUVH�EHFDXVH�RI�WKH�VWURQJ�DGYHUVH�LQIOXHQFH�RQ�FUHGLW
ULVN��7KH�ZLWKGUDZDO�RI�IRUHLJQ�OHQGLQJ�DQG�IOLJKW�IURP�WKH�FRXQWU\�EHJLQ�LQ
WKH� ILUVW� SODFH�EHFDXVH� OHQGHUV� DQG� LQYHVWRUV�GR�QRW� H[SHFW� WR� UHFHLYH� WKH
UHWXUQ� RQ� WKHLU� DVVHWV�� +LJKHU� LQWHUHVW� UDWHV� VLPSO\� VLJQDO� GHFOLQLQJ
FUHGLWZRUWKLQHVV� DQG� ULVLQJ� GHIDXOW� ULVN�� DQG� WKH� H[SHFWHG� UDWH� RI� UHWXUQ
DGMXVWHG�IRU�ULVN�WKXV�WHQGV�WR�IDOO�DV�LQWHUHVW�UDWHV�DUH�UDLVHG��(YHQ�GRXEOH�
GLJLW�UDWHV�RI�LQWHUHVW�PD\�EH�XQDEOH�WR�SHUVXDGH�SHRSOH�WR�NHHS�WKHLU�FDSLWDO
LQ�GRPHVWLF�DVVHWV�ZKHQ�WKH\�EHOLHYH�WKDW�VXFK�UDWHV�DUH�SROLWLFDOO\�GLIILFXOW
WR�PDLQWDLQ��DV�ZDV�VHHQ�LQ�VRPH�(XURSHDQ�FRXQWULHV�GXULQJ�WKH�(06�FULVLV�

,I� SHUVLVWHQWO\� DSSOLHG�� PRQHWDU\� WLJKWHQLQJ� FDQ� HYHQWXDOO\� VWDELOL]H� WKH
FXUUHQF\� E\� LQWHQVLI\LQJ� WKH� GLIILFXOWLHV� RI� WKH� GHEWRUV� DQG� LQFUHDVLQJ
EDQNUXSWFLHV� DQG� GHIDXOWV²WKDW� LV�� E\� UHGXFLQJ� WKH� VDOHV� UDWKHU� WKDQ� E\
LQFUHDVLQJ� WKH� SXUFKDVHV� RI� GRPHVWLF� FXUUHQF\�� $V� GHEW� GHIODWLRQ� DQG
UHFHVVLRQ�GHHSHQ��GHEWRUV�ZLOO�EHFRPH�LQFUHDVLQJO\�LQVROYHQW�DQG�XQDEOH�WR
UDLVH�IXQGV�WR�SXUFKDVH�IRUHLJQ�H[FKDQJH�WR�VHUYLFH�WKHLU�GHEW�RU� WR�KHGJH
DJDLQVW� WKH� H[FKDQJH�UDWH� ULVN�� +RZHYHU�� VWDELOL]DWLRQ� RI� PDUNHWV� E\
PRQHWDU\� WLJKWHQLQJ� ZLOO� RIWHQ� EH� D� VORZ� SURFHVV� DQG� ZLOO� HYHQWXDOO\� EH
DFKLHYHG� RQO\� E\� GHSUHVVLQJ� WKH� HFRQRP\� DQG� LQFUHDVLQJ� GHIDXOWV� UDWKHU
WKDQ�E\�EULQJLQJ�EDFN�IRUHLJQ�FDSLWDO�

��� )RUHLJQ�H[FKDQJH�UHVHUYHV�DQG�OLQHV�RI�FUHGLW

,W� KDV� EHHQ� VXJJHVWHG� WKDW� GHEWRU� FRXQWULHV� VKRXOG� PDLQWDLQ� DGHTXDWH
UHVHUYHV� WR� PHHW� WKHLU� VKRUW�WHUP� REOLJDWLRQV� LQ� RUGHU� WR� DYRLG� FXUUHQF\
WXUPRLO� LQ� WKH� IDFH� RI� D� PDVVLYH� ZLWKGUDZDO� RI� IRUHLJQ� ORDQV� DQG
LQYHVWPHQW�� 3URSRQHQWV� RI� VXFK� D� SROLF\� SRLQW� WR� WKH� H[SHULHQFH� RI
HFRQRPLHV�ZLWK�ODUJH�UHVHUYHV�VXFK�DV�7DLZDQ�3URYLQFH�RI�&KLQD��DUJXLQJ
WKDW� ODUJH� UHVHUYHV� ZRXOG� DOVR� GHWHU� VSHFXODWLYH� DWWDFNV� RQ� WKH� FXUUHQF\�
+RZHYHU�� WKH� FRQVHTXHQFHV� RI� DFFXPXODWLQJ� UHVHUYHV� E\� ERUURZLQJ� DUH
TXLWH�GLIIHUHQW� IURP�DFFXPXODWLQJ�WKHP�WKURXJK� WUDGH�VXUSOXVHV��2QH�ZD\
RI�EXLOGLQJ�XS�VXFK�UHVHUYHV�LV�WR�VWHULOL]H�FDSLWDO�LQIORZV�WKURXJK�WKH�LVVXH
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RI�GRPHVWLF�SXEOLF�GHEW��+RZHYHU��WKHUH�LV�D�FHUWDLQ�GHJUHH�RI�FLUFXODULW\�LQ
VXFK�D�VWUDWHJ\��,Q�HIIHFW��LW�PHDQV�WKDW�D�FRXQWU\�VKRXOG�ERUURZ�VKRUW�RQO\
ZKHQ�LW�GRHV�QRW�XVH�WKH�SURFHHGV�RI�VXFK�ORDQV�WR�ILQDQFH�LQYHVWPHQW�DQG
LPSRUWV��6XFK�D�VWUDWHJ\�FDQ�EH�YHU\�FRVWO\�WR�WKH�HFRQRP\�VLQFH�WKH�UHWXUQ
RQ�IRUHLJQ�UHVHUYHV�JHQHUDOO\�IDOOV�VKRUW�RI�WKH�FRVW�RI�H[WHUQDO�ERUURZLQJ�
0RUHRYHU�� WKH� FRVW� RI� VWHULOL]LQJ� SULYDWH� ERUURZLQJ� IDOOV� HQWLUHO\� RQ� WKH
SXEOLF� VHFWRU� ZKRVH� ORVVHV� ZLOO� H[FHHG� WKH� IRUHLJQ� H[FKDQJH� FRVW� RI
FDUU\LQJ� VXFK� UHVHUYHV� VLQFH� GRPHVWLF� LQWHUHVW� UDWHV� RQ� JRYHUQPHQW� GHEW
H[FHHG�WKH�UDWHV�HDUQHG�RQ�UHVHUYHV�E\�D�ODUJHU�PDUJLQ�WKDQ�ERUURZLQJ�UDWHV
LQ� LQWHUQDWLRQDO� ILQDQFLDO� PDUNHWV�� 7KLV� FDQ� JLYH� ULVH� WR� ODUJH� ILVFDO
GHILFLWV���

$�YDULDQW�RI�WKLV�SURSRVDO�LV�IRU�WKH�SXEOLF�VHFWRU�IXOO\�WR�FRYHU�WKH�H[WHUQDO
VKRUW�WHUP� OLDELOLWLHV� RI� WKH� SULYDWH� VHFWRU� E\� ERUURZLQJ� DW� ORQJ�WHUP� DQG
LQYHVWLQJ�DW�VKRUW�WHUP�DEURDG��+RZHYHU��QRW�DOO�JRYHUQPHQWV�KDYH�DFFHVV
WR� ORQJ�WHUP� IRUHLJQ� ERUURZLQJ�� 0RUH� LPSRUWDQWO\�� WKH� FRVW� RI� VXFK� DQ
RSHUDWLRQ�FDQ�EH�YHU\� ODUJH��SDUWLFXODUO\�ZKHQ� WKH� LQWHUQDWLRQDO� ORQJ�WHUP
UDWHV� H[FHHG� VKRUW�WHUP� UDWHV�E\� D� ODUJH�PDUJLQ� DQG� WKH� ULVN� SUHPLXP�RQ
ORQJ�WHUP� VRYHUHLJQ� GHEW� LV� KLJK��$QRWKHU� VWUDWHJ\�ZRXOG� EH� WR�PDLQWDLQ
FUHGLW�OLQHV�ZLWK�IRUHLJQ�SULYDWH�EDQNV�DQG�WR�XVH�WKHP�ZKHQ�IDFHG�ZLWK�DQ
DWWDFN�� ZKLFK� LV� WDQWDPRXQW� WR� DUUDQJLQJ� D� SULYDWH� OHQGHU�RI�ODVW�UHVRUW
IDFLOLW\��$JDLQ��KRZHYHU�� WKLV�ZLOO�ZRUN�RQO\�VR� ORQJ�DV� WRR� ODUJH�D�FUHGLW
OLQH�LV�QRW�VRXJKW��0RUHRYHU��WKH�FRVWV�LQYROYHG�FDQ�EH�VXEVWDQWLDO��)LQDOO\�
WKHUH� LV�QR�JXDUDQWHH� WKDW� IXQGV�ZLOO�DFWXDOO\�EH�DYDLODEOH�ZKHQ�WKHUH� LV�D
PDVVLYH�ZLWKGUDZDO�RI�IRUHLJQ�OHQGLQJ��DQG�HYHQ�LI�WKH\�DUH�DYDLODEOH��WKH
IXQGV�SURYLGHG�PD\�PHUHO\�RIIVHW�UHGXFHG�DFFHVV�WR�QRUPDO�FUHGLWV���

$� IXUWKHU� SUREOHP� LV� WKDW� YXOQHUDELOLW\� WR� ZLWKGUDZDO� RI� IXQGV� LV� QRW
FRQILQHG�WR� OLDELOLWLHV� LQ�WKH�IRUP�RI�VKRUW�WHUP�GHEW�� ,Q� WKLV� UHVSHFW��ZKDW
PDWWHUV�LV�WKH�OLTXLGLW\�UDWKHU�WKDQ�WKH�PDWXULW\�RI�OLDELOLWLHV��$V�PHQWLRQHG
HDUOLHU��PDVVLYH�ZLWKGUDZDO�RI�IXQGV�IURP�WKH�HTXLW\�PDUNHW�FDQ�DOVR�FDXVH
GLIILFXOWLHV� LQ� WKH� FXUUHQF\�PDUNHW�� HYHQ� WKRXJK� GHFOLQHV� LQ� WKH� SULFHV� RI
VXFK�DVVHWV�WHQG�WR�DOOHYLDWH�SUHVVXUHV�RQ�WKH�H[FKDQJH�UDWH��%XW�WKH�FRVW�RI
PDLQWDLQLQJ� UHVHUYHV� ODUJH� HQRXJK� WR�PHHW� WKLV� HYHQWXDOLW\� FRXOG� DOVR� EH
YHU\�ODUJH�

��� 7UDQVSDUHQF\��GLVFORVXUH�DQG�HDUO\�ZDUQLQJ

7KH� $VLDQ� ILQDQFLDO� FULVLV� KDV� DFFHOHUDWHG� LQLWLDWLYHV� WR� LPSURYH� WKH
WLPHOLQHVV� DQG� TXDOLW\� RI� LQIRUPDWLRQ� FRQFHUQLQJ� NH\� PDFURHFRQRPLF
YDULDEOHV� DV� ZHOO� DV� WKH� ILQDQFLDO� UHSRUWLQJ� RI� EDQNV� DQG� QRQ�ILQDQFLDO
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ILUPV����7KHVH�DUH�YLHZHG�DV�HVVHQWLDO�IRU�EHWWHU�GHFLVLRQ�WDNLQJ�E\�SULYDWH
OHQGHUV� DQG� LQYHVWRUV�� JUHDWHU�PDUNHW� GLVFLSOLQH� RYHU�SROLF\�PDNHUV��PRUH
HIIHFWLYH� SROLF\� VXUYHLOODQFH� E\� PXOWLODWHUDO� ILQDQFLDO� LQVWLWXWLRQV�� DQG
VWUHQJWKHQHG�ILQDQFLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ�

5HJDUGLQJ� NH\� PDFURHFRQRPLF� YDULDEOHV�� DQ� LQLWLDWLYH� KDG� DOUHDG\� EHHQ
WDNHQ�DIWHU� WKH�0H[LFDQ�FULVLV�ZKHQ� WKH� ,0)�HVWDEOLVKHG�WKH�6SHFLDO�'DWD
'LVVHPLQDWLRQ�6WDQGDUG��6''6��LQ�$SULO������WR�JXLGH�PHPEHU�FRXQWULHV
LQ� WKH� SXEOLF� GLVVHPLQDWLRQ� RI� HFRQRPLF� DQG� ILQDQFLDO� LQIRUPDWLRQ� LQ� WKH
FRQWH[W�RI�VHHNLQJ�RU�PDLQWDLQLQJ�DFFHVV�WR�LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV�
$W�WKH�WLPH�LW�ZDV�KRSHG�WKDW�WKH�QHZ��PRUH�VWULQJHQW�UXOHV�DVVRFLDWHG�ZLWK
WKH� 6''6� ZRXOG� VHUYH� DV� DQ� HDUO\� ZDUQLQJ� V\VWHP� WKDW� ZRXOG� KHOS� WR
SUHYHQW�IXWXUH�ILQDQFLDO�FULVHV��+RZHYHU��LQ�WKH�HYHQW�WKH�UXOHV�GLG�QRW�PDNH
VXFK�D�FRQWULEXWLRQ�LQ� WKH�FDVH�RI� WKH�(DVW�$VLDQ�FULVLV�� ,Q�$SULO������ WKH
,QWHULP�&RPPLWWHH�SURSRVHG�D�EURDGHQLQJ�RI�WKH�6''6��FOHDUO\�LQVSLUHG�LQ
SDUW�E\�ZKDW�LW�FRQVLGHUHG�WR�EH�WKH�UROH�RI�LQIRUPDWLRQDO�GHILFLHQFLHV�LQ�WKH
(DVW�$VLDQ�FULVLV��VR�WKDW�WKH�V\VWHP�ZRXOG�DOVR�FRYHU�DGGLWLRQDO�ILQDQFLDO
GDWD�VXFK�DV�QHW�UHVHUYHV��DIWHU�DOORZDQFH�IRU�FHQWUDO�EDQNV�OLDELOLWLHV�XQGHU
IRUZDUG�RU�GHULYDWLYH�WUDQVDFWLRQV���SULYDWH�GHEW��LQ�SDUWLFXODU�WKDW�DW�VKRUW
PDWXULWLHV��� DQG� RWKHU� LQGLFDWRUV� EHDULQJ� RQ� WKH� VWDELOLW\� RI� WKH� ILQDQFLDO
VHFWRU�� $W� WKH� VDPH� WLPH� WKH� ,QWHULP� &RPPLWWHH� DOVR� DVNHG� WKH� ,0)� WR
H[DPLQH� WKH�GHVLUDELOLW\� RI� D� FRGH�RI� JRRG� SUDFWLFH� RQ� WUDQVSDUHQF\�ZLWK
UHVSHFW� WR� PRQHWDU\� DQG� ILQDQFLDO� SROLFLHV� ZKLFK� ZDV� FRPSOHWHG� LQ� -XO\
�����DQG�ZDV�DGRSWHG�LQ�6HSWHPEHU������E\�WKH�,QWHULP�&RPPLWWHH����7KH
FRGH� LGHQWLILHV� SUDFWLFHV� GHVLJQHG� WR� HQKDQFH� WKH� WUDQVSDUHQF\�
DFFRXQWDELOLW\� DQG� LQWHJULW\�RI� WKH� LQVWLWXWLRQV�RU� DJHQFLHV� UHVSRQVLEOH� IRU
WKH� FRQGXFW� RI�PRQHWDU\� SROLF\�� IRU� ILQDQFLDO� UHJXODWLRQ� DQG� VXSHUYLVLRQ�
DQG�IRU�RYHUVLJKW�RI�SD\PHQWV�V\VWHPV��0RUHRYHU��LQLWLDWLYHV�DUH�XQGHU�ZD\
LQ� WKH� &RPPLWWHH� RQ� WKH� *OREDO� )LQDQFLDO� 6\VWHP� ZLWK� WKH� SXUSRVH� RI
H[SORULQJ� ZD\V� RI� LPSURYLQJ� GLVFORVXUH� E\� WKH� ILQDQFLDO� LQWHUPHGLDULHV
LQYROYHG�LQ�LQWHUQDWLRQDO�FDSLWDO�IORZV�

:KLOH�VXFK�LQLWLDWLYHV�DUH�XVHIXO��WKHLU�LPSDFW�LV�OLNHO\�WR�EH�JUDGXDO�VLQFH�LW
ZLOO�GHSHQG�WR�D�VXEVWDQWLDO�H[WHQW�RQ�WKHLU�VXFFHVV�LQ�VKDSLQJ�VWDQGDUGV�DQG
QRUPV�QRW�RQO\�RI�RIILFLDO�ERGLHV�EXW�DOVR�RI�ILQDQFLDO�ILUPV��DQG�FKDQJHV�LQ
VWDQGDUGV� DQG� QRUPV�� HVSHFLDOO\� WKRVH� UHODWHG� WR� SULYDWH� EXVLQHVV
RSHUDWLRQV��IUHTXHQWO\�UHTXLUH�FRQVLGHUDEOH�SHULRGV�RI� WLPH��0RUHRYHU�� WKH
SRWHQWLDO� RI� VXFK� LQLWLDWLYHV� IRU� SUHYHQWLQJ� ILQDQFLDO� FULVHV� VKRXOG� QRW� EH
RYHUHPSKDVL]HG��(PSKDVLV�RQ�LQDGHTXDWH�LQIRUPDWLRQ�DV�WKH�PDMRU�UHDVRQ
IRU� IDLOXUH� WR� IRUHFDVW� WKH� (DVW� $VLDQ� FULVLV�� IRU� H[DPSOH�� DSSHDUV
H[DJJHUDWHG��$OWKRXJK�WKHUH�ZHUH�VRPH�LPSRUWDQW�JDSV�LQ�LQIRUPDWLRQ��GDWD
ZHUH� JHQHUDOO\� DYDLODEOH� FRQFHUQLQJ� NH\� YDULDEOHV� LQ� WKH� FRXQWULHV
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FRQFHUQHG��VXFK�DV�WKHLU�EDODQFH�RI�SD\PHQWV��ERWK�WKHLU�VKRUW��DQG�ORQJHU�
WHUP�H[WHUQDO�GHEW�DQG�H[WHUQDO�DVVHWV��LQ�SDUWLFXODU�LQ�WKH�SHULRGLF�UHSRUWV
RI�WKH�%,6�FRQFHUQLQJ�LQWHUQDWLRQDO�EDQN�OHQGLQJ���WKHLU�FDSLWDO�LQIORZV��WKH
H[SRVXUH� RI� EDQNV� DQG� RWKHU� ILQDQFLDO� ILUPV� WR� GLIIHUHQW� VHFWRUV� RU
FDWHJRULHV� RI� HFRQRPLF� DFWLYLW\�� DQG� WKH� SUREOHPV� RI� WKH� SURSHUW\� VHFWRU�
:KDW�ZDV�PLVVLQJ�ZDV� DGHTXDWH� HYDOXDWLRQ�E\�ERWK�PXOWLODWHUDO� ILQDQFLDO
LQVWLWXWLRQV� DQG� PDUNHW� SDUWLFLSDQWV� RI� WKH� LPSOLFDWLRQV� RI� DYDLODEOH
LQIRUPDWLRQ� IRU� FRXQWULHV
� DELOLW\� WR� FRQWLQXH� WR� REWDLQ� IXQGLQJ� IURP� WKH
LQWHUQDWLRQDO�ILQDQFLDO�PDUNHWV��$�VLPLODU�XQZLOOLQJQHVV�WR�EH�LQIOXHQFHG�E\
DYDLODEOH�GDWD�ZDV�HYLGHQW�GXULQJ�WKH�5XVVLDQ�FULVLV��0XFK�RI�WKH�LQFUHDVH
LQ� WKH� H[WHUQDO� ILQDQFLDO� H[SRVXUH� WR� 5XVVLD� WRRN� SODFH� GXULQJ� D� SHULRG
ZKHQ� LQIRUPDWLRQ� ZDV� ZLGHO\� DYDLODEOH� FRQFHUQLQJ� WKH� VKRUWFRPLQJV� RI
5XVVLDQ�PDFURHFRQRPLF�SROLF\��WKH�ZHDNQHVVHV�RI�WKH�FRXQWU\
V�EDQNV��DQG
WKH�XQGHUGHYHORSHG�VWDWH�RI� WKH� FRXQWU\
V� OHJDO� DQG� UHJXODWRU\� IUDPHZRUN
DQG�RI� LWV� V\VWHP�RI� FRUSRUDWH�JRYHUQDQFH��0RUHRYHU��PRVW�RI� WKH� FDSLWDO
LQIORZV� LQWR� 5XVVLD� WRRN� SODFH� ZKHQ� WKH� FRXQWU\� ZDV� FDUU\LQJ� RXW� ,0)
VWDELOL]DWLRQ�SURJUDPPHV�

7KH�LPSOLFLW�DVVXPSWLRQ�KHUH�DSSHDUV�WR�EH�WKDW�WKH�GHWHULRUDWLRQ�LQ�D�GHEWRU
FRXQWU\
V� H[WHUQDO� SD\PHQWV�� QHW� H[WHUQDO� DVVHWV�� WKH� JURZWK� RI� GRPHVWLF
FUHGLW� DQG� VR� RQ�� ZLOO� WULJJHU� D� JUDGXDO� UHVSRQVH� DQG� DGMXVWPHQW� LQ� WKH
EHKDYLRXU� RI� OHQGHUV� DQG� LQYHVWRUV�� WKHUHE\� DYRLGLQJ� VXGGHQ� EUHDNV� DQG
SDQLFV��%XW� WKH�UHDOLW\� LV�RIWHQ�WKDW�WKH�LQLWLDO�GHWHULRUDWLRQ�KDV� OLWWOH�RU�QR
HIIHFW�� ,QGHHG�� GHVSLWH� WKH� H[LVWHQFH� RI� GDWD� DQG� LQIRUPDWLRQ� RQ� VXFK
YDULDEOHV��FXUUHQFLHV�DQG�ILQDQFLDO�DVVHW�SULFHV�FRQWLQXH� WR�RYHUVKRRW� WKHLU
VXVWDLQDEOH� OHYHOV��:KLOH� WKH� HPHUJHQFH�RI� VXFK�PLVDOLJQPHQWV� LV�RIWHQ� D
JUDGXDO� SURFHVV�� VSUHDG� RYHU� D� UHODWLYHO\� ORQJ� SHULRG� RI� WLPH�� WKHLU
FRUUHFWLRQ�LV�XVXDOO\�FRPSUHVVHG�LQWR�D�YHU\�VKRUW�SHULRG��DQG�LV�DVVRFLDWHG
ZLWK�RYHUVKRRWLQJ�LQ�WKH�RWKHU�GLUHFWLRQ��,QGHHG��RQFH�WKH�UXVK�WR�H[LW�KDV
EHJXQ�� WKH� SURFHVV� LWVHOI�ZLOO� OHDG� WR� D� UDSLG�ZRUVHQLQJ�RI� NH\� LQGLFDWRUV
DQG�LQ�WKHVH�FLUFXPVWDQFHV�WUDQVSDUHQF\�PD\�VLPSO\�DFFHOHUDWH�LW���

7KH�(DVW�$VLDQ�FULVLV�KDV�DOVR�IRFXVHG�DWWHQWLRQ�RQ�VWDQGDUGV�RI�DFFRXQWLQJ
DQG� ILQDQFLDO� UHSRUWLQJ�� SDUWLFXODUO\� WKRVH� RI� ILQDQFLDO� ILUPV���� $W� ILUVW
VLJKW�� UHFRPPHQGDWLRQV� IRU� JUHDWHU� WUDQVSDUHQF\� RQ� WKH� SDUW� RI� ILQDQFLDO
ILUPV�KDYH�DQ�DOPRVW�VHOI�HYLGHQW�TXDOLW\��DQG�WKH�YDOXH�RI�LPSURYHPHQWV�LQ
WKLV�DUHD�VHHPV�LQFRQWURYHUWLEOH��<HW�RQ�FORVHU�VFUXWLQ\�WKH�LVVXHV�EHFRPH
OHVV� VLPSOH�� 7KH� TXDOLW\� RI� LQIRUPDWLRQ� PDGH� DYDLODEOH� WR� ILQDQFLDO
VXSHUYLVRUV� KDV� DQ� LPSRUWDQW� EHDULQJ� RQ� WKH� HIIHFWLYHQHVV� RI� WKHLU� ZRUN�
+RZHYHU��WKHUH�LV�OHVV�FRQVHQVXV�DV�WR�WKH�EHQHILWV�RI�GLVFORVXUH�WR�PDUNHW
SDUWLFLSDQWV�� 3XEOLF� GLVFORVXUH� RI� LQIRUPDWLRQ� VXEPLWWHG� WR� VXSHUYLVRUV� LV
W\SLFDOO\�VXEMHFW�WR�OLPLWV�UHVXOWLQJ�IURP�EHOLHI�WKDW�LW�FRXOG�XQGHUPLQH�WKH
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FRQILGHQFH� LQ� WKH� ILQDQFLDO� V\VWHP� WKDW� UHJXODWLRQ� LV� LQWHQGHG� WR�SURPRWH�
FRPSOLFDWH� WKH� WDVN� RI� EDQNLQJ� VXSHUYLVRUV� LQ� KDQGOLQJ� WKH� SUREOHPV� RI
EDQNV� LQ� GLIILFXOW\���� DQG� HQKDQFH� UDWKHU� WKDQ� GLPLQLVK� WKH� OLNHOLKRRG� RI
LQFUHDVHG� YRODWLOLW\� DQG� LQVWDELOLW\� FRQIURQWHG� E\� ILQDQFLDO� ILUPV� PRUH
JHQHUDOO\���� ,QGHHG�� WKH� %DVOH� &RPPLWWHH� RQ� %DQNLQJ� 6XSHUYLVLRQ� LWVHOI
KDV�DFNQRZOHGJHG�WKDW�
WKHUH�DUH�FHUWDLQ�W\SHV�RI�LQIRUPDWLRQ�WKDW�VKRXOG�EH
KHOG�FRQILGHQWLDO�E\�EDQNLQJ�VXSHUYLVRUV
�DQG�WKDW�
WKH�W\SHV�RI�LQIRUPDWLRQ
FRQVLGHUHG�VHQVLWLYH�YDU\�IURP�FRXQWU\�WR�FRXQWU\
��%&%6�����������

'HVSLWH� WKH� ZLGHVSUHDG� DFNQRZOHGJHPHQW� RI� WKH� SUREOHPV� ZKLFK� IXOO
GLVFORVXUH�E\�ILQDQFLDO�ILUPV�PD\�FDXVH��WKHUH�UHPDLQV�DQ�LPSRUWDQW�VFKRRO
RI� WKRXJKW� DPRQJ� ILQDQFLDO� UHJXODWRUV� ZKLFK� VXSSRUWV� WKH� LGHD� WKDW� IXOO
GLVFORVXUH
V� IDYRXUDEOH� HIIHFWV�� WKURXJK� LWV� VWUHQJWKHQLQJ� RI� PDUNHW
GLVFLSOLQH��RXWZHLJK�LWV�FRVWV��,QGHHG�DFFRUGLQJ�WR�WKLV�YLHZ��GXULQJ�SHULRGV
RI� ILQDQFLDO� VWUHVV�� ODFN�RI� LQIRUPDWLRQ� DERXW� D� EDQN
V� H[SRVXUHV� WR� FUHGLW
DQG� PDUNHW� ULVNV� FDQ� FUHDWH� D� VLWXDWLRQ� LQ� ZKLFK� UXPRXUV� UHVWULFW� WKH
ZLOOLQJQHVV� RI� LWV� FUHGLWRUV� DQG� FRXQWHUSDUWLHV� WR� GHDO� ZLWK� LW�� WKXV
WKUHDWHQLQJ�QRW�RQO\�LWV�VXUYLYDO�EXW�SRVVLEO\�DOVR�WKDW�RI�RWKHU�EDQNV�ZKLFK�
RIWHQ� DOVR� EHFDXVH� RI� LQDGHTXDWH� GLVFORVXUH�� DSSHDU� VLPLODU� WR� RXWVLGHUV
�%,6�������SDUD�������

$V�LQ�WKH�FDVH�RI�PDFURHFRQRPLF�LQIRUPDWLRQ�FRQFHUQLQJ�GHEWRU�FRXQWULHV�
DQ�LPSOLFLW�DVVXPSWLRQ�RI�WKLV�DUJXPHQW�ZRXOG�DSSHDU�WR�EH�WKDW�GLVFORVXUH
ZRXOG�PDNH�SRVVLEOH� WKH� H[HUFLVH� RI�PDUNHW�GLVFLSOLQH� LQ� DQ� RUGHUO\�ZD\
ZKLFK�DYRLGHG�KHUG�OLNH�RU�SDQLF�VWULFNHQ�UHDFWLRQV�RQ�WKH�SDUW�RI�FUHGLWRUV
DQG�RWKHU�FRXQWHUSDUWLHV��6XFK�D�VFHQDULR�ZLOO�XQGRXEWHGO\�DSSO\� LQ� VRPH
FDVHV��%XW�WKH�RXWFRPH�ZLOO�GHSHQG�RQ�WKH�UHDFWLRQV�RI�GLIIHUHQW�FDWHJRULHV
RI� FRXQWHUSDUW\�� VRPH� RI�ZKLFK� KDYH�JUHDWHU� DFFHVV� WR� GLUHFW� LQIRUPDWLRQ
DERXW�D�GHEWRU�WKDQ�RWKHUV��DQG�RQ�GLIIHUHQW�QDWLRQDO�OHJDO�UXOHV�DQG�QRUPV�
+HUH�WRR�H[SHULHQFH�VKRZV�WKDW�WKHUH�LV�D�GDQJHU�WKDW�LQLWLDO�LQGLFDWLRQV�RI
VRPHWKLQJ�DPLVV�PD\�KDYH�DW�PRVW�D�OLPLWHG�HIIHFW�EXW�RQFH�WKH�FOLPDWH�RI
RSLQLRQ� DPRQJ� FUHGLWRUV� FKDQJHV�� GLVFORVXUH� ZLOO� VLPSO\� LQWHQVLI\� WKH
GHEWRU
V� GLIILFXOWLHV�� WKXV� H[DFHUEDWLQJ� WKH� VXSHUYLVRU\� SUREOHPV� DOUHDG\
PHQWLRQHG� �DQG� SRVVLEO\� SRVLQJ� D� WKUHDW� RI� EURDGHU� ILQDQFLDO
GHVWDELOL]DWLRQ��

$UJXPHQWV� IRU� IXOO� GLVFORVXUH� DOVR� UDLVH� WKH� TXHVWLRQ� RI� WKH� YDOXH� RI
LQIRUPDWLRQ�PDGH�DYDLODEOH�E\�ILQDQFLDO�ILUPV�IRU�GHFLVLRQV�E\�VXSHUYLVRUV
DV�ZHOO�DV�E\�FUHGLWRUV�DQG�RWKHU�FRXQWHUSDUWLHV��)LQDQFLDO�OLEHUDOL]DWLRQ�DQG
LQQRYDWLRQ� KDYH� JUHDWO\� LQFUHDVHG� WKH� VSHHG� DW� ZKLFK� ILQDQFLDO� ILUPV� LQ
PDQ\� FRXQWULHV� FDQ� QRZ� DOWHU� WKH� DVVHWV� DQG� OLDELOLWLHV� RQ� WKHLU� EDODQFH
VKHHWV� DV�ZHOO� DV� WKHLU� VFRSH� IRU� WDNLQJ� RII�EDODQFH� VKHHW� SRVLWLRQV� RI� DQ
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RSDTXH�QDWXUH��WKHUHE\�FKDQJLQJ�WKH�ULVNV�WKH\�IDFH�LQ�ZD\V�ZKLFK�FDQ�EH
GLIILFXOW� IRU� RXWVLGHUV� WR� LGHQWLI\�� )RU� H[DPSOH�� :LOOLDP� 0F'RQRXJK�
SUHVLGHQW�RI�WKH�)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�DQG�FXUUHQW�FKDLUPDQ
RI� WKH� %DVOH� &RPPLWWHH� RQ� %DQNLQJ� 6XSHUYLVLRQ�� KDV�PDGH� WKLV� SRLQW� LQ
VXUSULVLQJO\�VWURQJ�WHUPV��
����IRUPHUO\��\RX�FRXOG�ORRN�DW�WKH�EDODQFH�VKHHW
RI� D� ILQDQFLDO� LQVWLWXWLRQ� DQG� TXLFNO\� JHW� D� VHQVH� RI� H[SRVXUH� DQG� ULVNV�
7RGD\� EDODQFH�VKHHW� LQIRUPDWLRQ� LV� FOHDUO\� LQDGHTXDWH� IRU� WKLV� SXUSRVH� ���
WKH�IDVW�SDFH�RI�DFWLYLW\�LQ�WRGD\
V�PDUNHW�UHQGHUV�ILQDQFLDO�VWDWHPHQWV�VWDOH
DOPRVW� EHIRUH� WKH\� FDQ� EH� SUHSDUHG
� �/HDFK� HW� DO�� ������ ��±���� 7KHVH
FRQVLGHUDWLRQV� DUH� HVSHFLDOO\� SHUWLQHQW� WR� EDQNV� ZLWK� VXEVWDQWLDO� WUDGLQJ
RSHUDWLRQV��DQ�LQFUHDVLQJO\�FRPPRQ�IHDWXUH�RI�ILQDQFLDO�ILUPV�

7KHVH�OLPLWDWLRQV�RI�DFFRXQWLQJ�LQIRUPDWLRQ�ZRXOG�DSSO\�HYHQ�LI� ILQDQFLDO
ILUPV�ZHUH� IXOILOOLQJ� WKH� UHTXLUHPHQWV�RI�EHVW�SUDFWLFH� LQ� WKLV�DUHD��%XW� LQ
IDFW�WKHUH�LV�FRQVLGHUDEOH�YDULDWLRQ�HYHQ�DPRQJ�LQGXVWULDO�FRXQWULHV�LQ�ERWK
WKH� TXDQWLW\� DQG� IRUP� RI� SXEOLFO\� GLVFORVHG� LQIRUPDWLRQ�� ZKLOH
DUUDQJHPHQWV� IRU� LWV� SURYLVLRQ� DUH� ZLGHO\� EHLQJ� VWUHQJWKHQHG�� WKH\
IUHTXHQWO\�IDOO�ZHOO�VKRUW�RI�OHYHOV�FRUUHVSRQGLQJ�WR�ZKDW�LV�QRZ�FRQVLGHUHG
WR�EH�EHVW�SUDFWLFH����7KH�SRLQW�HPHUJHV�IURP�UHFHQW�VXUYH\V�RI�UHJLPHV�IRU
ILQDQFLDO� UHSRUWLQJ� DQG� WKH� UHJXODWRU\� WUHDWPHQW� RI� ORDQ� ORVVHV���� 7KH
LQIRUPDWLRQ�LQ�WKHVH�VXUYH\V��VRPH�RI�ZKLFK�LV�VXPPDUL]HG�LQ�7DEOH���� LV
QRW� QHFHVVDULO\� IXOO\� XS�WR�GDWH�� EXW� DOWKRXJK� WKH� GLYHUJHQFH� EHWZHHQ
DFFHSWHG�EHVW�SUDFWLFH�DQG�QDWLRQDO�OHJDO�UHJLPHV�PD\�KDYH�QDUURZHG�VLQFH
WKH\�ZHUH� XQGHUWDNHQ�� LQ�PDQ\� DUHDV� LW� LV� VWLOO� OLNHO\� WR� EH� VXEVWDQWLDO���
0RUHRYHU�� ZLWK� UHJDUG� WR� WKH� WRSLFDO� VXEMHFW� RI� EDQNV
� WUDGLQJ� DQG
GHULYDWLYH� DFWLYLWLHV�� WKH� %DVOH� &RPPLWWHH� RQ� %DQNLQJ� 6XSHUYLVLRQ� DQG
,26&2�KDYH�FRQFOXGHG�RQ� D� VHULHV� RI� VXUYH\V� RI� WKH� DQQXDO� UHSRUWV� RI� D
VHOHFWLRQ�RI�PDMRU�EDQNV�DQG�VHFXULWLHV�ILUPV�WKDW�
'HVSLWH�����LPSURYHPHQWV�
WKHUH�UHPDLQ�VLJQLILFDQW�GLVSDULWLHV�����DV�UHJDUGV�WKH�W\SH�DQG�XVHIXOQHVV�RI
WKH� LQIRUPDWLRQ� GLVFORVHG� ���� VRPH� LQVWLWXWLRQV� FRQWLQXH� WR� GLVFORVH� OLWWOH�
JHQHUDOO\�� DERXW� NH\� DVSHFWV� RI� WKHLU� WUDGLQJ� DQG� GHULYDWLYHV� DFWLYLWLHV

�%&%6�DQG�,26&2�������SDUD������

7KH�SRWHQWLDO�YDOXH�RI�WKH�LQIRUPDWLRQ�DVVRFLDWHG�ZLWK�IXOOHU�GLVFORVXUH�IRU
LPSURYHG�VXUYHLOODQFH�KDV�EHHQ�D� VWLPXOXV� WR� HFRQRPHWULF� DQDO\VLV�RI� WKH
GHWHUPLQDQWV�RI�FXUUHQF\�DQG�EDQNLQJ�FULVHV��2QH�RI�WKH�REMHFWLYHV�RI�WKLV
ZRUN� LV� WKH� GHYHORSPHQW� RI� OHDGLQJ� LQGLFDWRUV�� $QDO\VHV� RI� FRXQWU\� ULVN
KDYH� ORQJ� EHHQ� VWDQGDUG� IHDWXUHV� RI� WKH� RSHUDWLRQV� RI� ILUPV� DQG� RWKHU
LQVWLWXWLRQV� LQYROYHG� LQ� FURVV�ERUGHU� OHQGLQJ� DQG� LQYHVWPHQW���� 7KH� QHZ
HFRQRPHWULF�ZRUN�RQ�FXUUHQF\�FULVHV�UHSUHVHQWV�DQ�DWWHPSW�WR�LGHQWLI\�PRUH
V\VWHPDWLFDOO\�UHODWLRQV�EHWZHHQ��DQG�WKH�UHODWLYH�LPSRUWDQFH�RI��YDULDEOHV
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WUDGLWLRQDOO\�LQFOXGHG�LQ�DQDO\VHV�RI�FRXQWU\�ULVN��EXW�RIWHQ�HYDOXDWHG�PRUH
LQIRUPDOO\�� IRU� H[DPSOH�� RQ� WKH� EDVLV� RI� VFRULQJ� V\VWHPV���:RUN� VR� IDU��
KDV�VHUYHG� WR�FODULI\�FHUWDLQ� LVVXHV� LQ� LQWHUQDWLRQDO�GLVFXVVLRQ�RI� ILQDQFLDO
FULVHV�EXW�VHHPV�PRUH�OLNHO\�WR�VXSSOHPHQW��RU�VHUYH�DV�DQ�DGGLWLRQDO�LQSXW
WR�� SUH�H[LVWLQJ�PHWKRGV� RI� DQDO\VLQJ� FRXQWU\� ULVN� ZKLFK�� RZLQJ� WR� WKHLU
RSHUDWLRQDO�UROH��PXVW�RIWHQ�UHO\�RQ�SUHOLPLQDU\��WHQWDWLYH�HVWLPDWHV�RI�NH\
YDULDEOHV�DQG�LQHYLWDEO\�LQFRUSRUDWH�TXDOLWDWLYH�HYDOXDWLRQ�WKDW�LV�VSHFLILF�WR
SDUWLFXODU�FDVHV�EXW�KDV�DQ�LPSRUWDQW�EHDULQJ�RQ�WKH�OLNHO\�DFWXDO�RXWEUHDN
RI�FULVHV��7KH�FRQWULEXWLRQ�RI�HFRQRPHWULF�ZRUN�RQ�EDQNLQJ�FULVHV�FDQ�EH
H[SHFWHG� WR� EH� VLPLODU�� KHUH� WRR� WKH� GLVFXVVLRQ� RI� FHUWDLQ� LVVXHV� FDQ� EH
FODULILHG�EXW�LW� LV�GLIILFXOW�WR�IRUHVHH�D�VLWXDWLRQ�ZKHUH�VXFK�ZRUN�UHSODFHV
ILUVW�KDQG� �DQG� VRPHWLPHV� FRQILGHQWLDO�� LQIRUPDWLRQ� DERXW� WKH� ILQDQFLDO
VHFWRU�DYDLODEOH�WR�VXSHUYLVRUV��DQG�LQ�VRPH�FDVHV�DOVR�WR�ILQDQFLDO�ILUPV��
DQG� WKH� UDSLGO\� SUROLIHUDWLQJ� WHFKQLTXHV� XVHG�E\�ERWK� WR� DQDO\VH� GLIIHUHQW
W\SHV�RI�ILQDQFLDO�ULVN��:KLOH�HIIRUWV�WR�GHYHORS�HDUO\�ZDUQLQJ�LQGLFDWRUV�RI
ILQDQFLDO� FULVHV�� OLNH� ILQDQFLDO� ILUPV
� DQG� VXSHUYLVRUV
� WHFKQLTXHV� IRU
LGHQWLI\LQJ� ILQDQFLDO� ULVNV�� DUH� FDSDEOH� RI� LPSURYLQJ� SROLFLHV� WRZDUGV
ILQDQFLDO� FULVHV�� WKHUH� DUH� OLPLWV� WR� WKHLU� HIIHFWLYHQHVV� SDUWO\� RZLQJ� WR
VKRUWFRPLQJV� RI� WKH� PHWKRGV� LQYROYHG� DQG� RI� WKH� LQIRUPDWLRQ� RQ� ZKLFK
WKH\�GHSHQG����DQG�DOVR�EHFDXVH�RI� OLPLWDWLRQV�RI� ILQDQFLDO� UHJXODWLRQ�DQG
VXSHUYLVLRQ��WR�ZKLFK�DQDO\VLV�RI�ILQDQFLDO�ULVN�LV�FORVHO\�FRQQHFWHG��

��� )LQDQFLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ

:HDN�FUHGLW�HYDOXDWLRQ�DQG�VSHFXODWLYH�OHQGLQJ��DV�ZHOO�DV�IDLOXUH�WR�FRQWURO
FXUUHQF\�ULVN�DPRQJ�EDQNV�DQG�RWKHU�ILQDQFLDO�ILUPV��DUH�RIWHQ�DW�WKH�RULJLQ
RI�ILQDQFLDO�DQG�FXUUHQF\�FULVHV��SDUWLFXODUO\�LQ�HPHUJLQJ�PDUNHWV��7KHUH�LV
WKXV� JHQHUDO� DJUHHPHQW� WKDW� UHJXODWRU\� UHIRUP� LV� DQ� HVVHQWLDO� SDUW� RI� WKH
VWUHQJWKHQLQJ� DQG� UHVWUXFWXULQJ� RI� WKH� ILQDQFLDO� VHFWRU�� +RZHYHU�� VXFK
UHIRUP� LV�QRW� D� IDLO�VDIH�ZD\�RI�SUHYHQWLQJ� ILQDQFLDO� FULVHV�� WKRXJK� LW� FDQ
UHGXFH�WKHLU�OLNHOLKRRG�DQG�KHOS�WR�FRQWDLQ�WKHLU�HIIHFWV�

,Q� UHFHQW� \HDUV� WKHUH� KDV� EHHQ� ZLGHVSUHDG� UHIRUP� DQG� VWUHQJWKHQLQJ� RI
ILQDQFLDO�UHJXODWLRQ�DW�WKH�QDWLRQDO�OHYHO��DFFRPSDQLHG�E\�D�SUROLIHUDWLRQ�RI
LQWHUQDWLRQDO� LQLWLDWLYHV� WR� UDLVH� UHJXODWRU\� VWDQGDUGV� DQG� WR� LPSURYH
FRRSHUDWLRQ�DPRQJ�VXSHUYLVRUV��7KHVH�SURFHVVHV�KDYH�EHHQ� ODUJHO\�GULYHQ
E\�FRQFHUQV�UDLVHG�LQ�UHODWLRQ�WR�ILQDQFLDO�OLEHUDOL]DWLRQ�DQG�JOREDO�ILQDQFLDO
LQWHJUDWLRQ��2Q� WKH� RQH�KDQG�� WKH�GLYHUVLILFDWLRQ�RI� WKHLU� VHUYLFHV� DQG� WKH
LQFUHDVHG�FRPSHWLWLRQ�WKDW�DUH�DVVRFLDWHG�ZLWK� OLEHUDOL]DWLRQ�KDYH�H[SRVHG
ILQDQFLDO� ILUPV� WR�QHZ�OHYHOV�RI� ULVN��ZKLFK�KDYH�QHFHVVLWDWHG�RYHUKDXO�RI
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ILQDQFLDO� UHJXODWLRQ�� 2Q� WKH� RWKHU� KDQG�� JOREDO� ILQDQFLDO� LQWHJUDWLRQ� KDV
EURXJKW�LQ�LWV�WUDLQ�PXFK�JUHDWHU�H[SRVXUH�DPRQJ�FRXQWULHV�WR�HDFK�RWKHU
V
ILQDQFLDO�DQG�PDFURHFRQRPLF�FRQGLWLRQV�DQG�LQFUHDVHG�SRVVLELOLWLHV�IRU�WKH
FURVV�ERUGHU� WUDQVPLVVLRQ�RI�GHVWDELOL]LQJ� LQIOXHQFHV��ZKLOH� DOVR� H[SRVLQJ
ZHDNQHVVHV� LQ�EDQNLQJ� UHJXODWLRQ� DQG� LQ� FURVV�ERUGHU� FRRSHUDWLRQ� DPRQJ
EDQNLQJ�VXSHUYLVRUV�

7KH�PDLQ� YHKLFOHV� IRU� LQWHUQDWLRQDO� LQLWLDWLYHV� LQ� ILQDQFLDO� UHJXODWLRQ� DQG
VXSHUYLVLRQ�KDYH� EHHQ� WKH�%DVOH�&RPPLWWHH� RQ�%DQNLQJ�6XSHUYLVLRQ� DQG
RWKHU�ERGLHV�ZLWK�FORVH�OLQNV�WR�WKH�%,6�DV�ZHOO�DV�RWKHU�JURXSV�FRQFHUQHG
ZLWK�UHJXODWRU\�DQG�DFFRXQWLQJ�VWDQGDUGV�PHQWLRQHG�DERYH��7KH�LQLWLDWLYHV
RI�WKH�%DVOH�&RPPLWWHH�KDYH�LQFOXGHG�WKH�DGRSWLRQ�RI�SULQFLSOHV�GHVLJQHG
WR�HQVXUH� WKDW�QR� LQWHUQDWLRQDO�EDQN�HVFDSHV�DGHTXDWH�VXSHUYLVLRQ�DQG� WKH
SUHVFULSWLRQ�RI�OHYHOV�RI�FDSLWDO�FRPPHQVXUDWH�ZLWK�WKH�ULVNV�WKDW�EDQNV�UXQ�
$JUHHPHQWV�XQGHU� WKH� ODWWHU�KHDGLQJ�ZHUH� UHDFKHG�FRQFHUQLQJ�FUHGLW� ULVNV
LQ� ����� �WKH� %DVOH� &DSLWDO� $FFRUG�� DQG� PDUNHW� ULVNV� LQ� �������� 0RUH
UHFHQWO\� WKH� %DVOH� &RPPLWWHH� KDV� HQXQFLDWHG� VWDQGDUGV� IRU� VXSHUYLVRU\
SUDFWLFH�LQ�LWV�VWDWHPHQW��&RUH�3ULQFLSOHV�IRU�(IIHFWLYH�%DQNLQJ�6XSHUYLVLRQ�
WKH�GUDIWLQJ�RI�ZKLFK�LQYROYHG�FRRSHUDWLRQ�ZLWK�WKH�VXSHUYLVRU\�DXWKRULWLHV
RI� D�QXPEHU�RI�NH\� HPHUJLQJ�PDUNHWV� DV�ZHOO� DV� WKH� ,0)�DQG� WKH�:RUOG
%DQN� �%&%6�������� 7KH� FRYHUDJH� RI� WKHVH� SULQFLSOHV� LQFOXGHV� OLFHQVLQJ�
YDULRXV� DVSHFWV� RI� EDQN� VWUXFWXUH�� SUXGHQWLDO� UHJXODWLRQ�� WKH�PHWKRGV� DQG
SRZHUV� RI� VXSHUYLVRUV�� LQIRUPDWLRQ� UHTXLUHPHQWV�� DQG� LVVXHV� UHODWHG� WR
FURVV�ERUGHU� EDQNLQJ�� $� &RUH� 3ULQFLSOHV� /LDLVRQ� *URXS� KDV� EHHQ
HVWDEOLVKHG�WR�PRQLWRU� WKH�LPSOHPHQWDWLRQ�DQG�IXUWKHU�GHYHORSPHQW�RI� WKH
SULQFLSOHV�� ,Q� WLPH� WKH� SULQFLSOHV� FDQ� EH� H[SHFWHG� WR� OHDG� WR� FRQVLGHUDEOH
LPSURYHPHQWV�LQ�UHJLPHV�RI�UHJXODWLRQ�DQG�VXSHUYLVLRQ��%XW�WKHUH�ZLOO�VWLOO
EH�OLPLWV�WR�WKHLU�HIIHFWLYHQHVV�LQ�SUHYHQWLQJ�ILQDQFLDO�LQVWDELOLW\�DQG�FULVHV
RZLQJ�SDUWO\�WR�DOPRVW�LQHYLWDEOH�LPSHUIHFWLRQV�LQ�LPSOHPHQWDWLRQ�EXW�DOVR
WR�LQKHUHQW�IHDWXUHV�RI�ILQDQFLDO�UHJXODWLRQ��ZKLFK�DUH�GLVFXVVHG�DW�JUHDWHU
OHQJWK�EHORZ��

����� 7KH�UHIRUP�RI�WKH�%DVOH�&DSLWDO�$FFRUG

'HYHORSPHQWV� LQ� WKH�SDVW� IHZ�\HDUV�KDYH�VKRZQ� WKDW� WKH� VWDQGDUGV�RI� WKH
%DVOH� &DSLWDO� $FFRUG� DUH� LQFUHDVLQJO\� GLYRUFHG� IURP� WKH� FUHGLW� ULVNV
DFWXDOO\� IDFHG� E\� PDQ\� EDQNV�� DQG� DUH� GLVWRUWLQJ� LQFHQWLYHV� IRU� EDQNV
UHJDUGLQJ�WKH�FDSLWDO�PDLQWDLQHG�IRU�D�JLYHQ�OHYHO�RI�ULVN��,Q�WKH�FRQWH[W�RI
SUHYHQWLQJ� DQG� PDQDJLQJ� ILQDQFLDO� FULVLV�� WKHUH� LV� ZLGHVSUHDG� DJUHHPHQW
WKDW�EHWWHU�FRQWURO�RYHU�LQWHUQDWLRQDO�LQWHU�EDQN�OHQGLQJ�LQ�VRXUFH�FRXQWULHV
FRXOG� FRQWULEXWH� WR� JUHDWHU� JOREDO� ILQDQFLDO� VWDELOLW\�� +RZHYHU�� ZKLOH� WKH
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VKRUW�WHUP� H[SRVXUH� RI� LQWHUQDWLRQDO� EDQNV� KDV� EHHQ� D� PDMRU� IHDWXUH� RI
UHFHQW� H[WHUQDO� GHEW� FULVHV�� WKH� %DVOH� &DSLWDO� $FFRUG� DWWULEXWHV� D� ORZ
����SHU�FHQW�� ULVN� ZHLJKW� IRU� WKH� SXUSRVH� RI� FDOFXODWLRQ� RI� FDSLWDO
UHTXLUHPHQWV� WR� FODLPV� RQ� EDQNV� RXWVLGH� WKH� 2(&'� DUHD� ZLWK� D� UHVLGXDO
PDWXULW\� RI� XS� WR� RQH� \HDU� DQG� DOO� FODLPV� RQ� EDQNV� LQFRUSRUDWHG� LQ� WKH
2(&'�DUHD��7KLV�KDV� OHG� WR�SUHVVXUH� IRU� UHJXODWRU\�FKDQJHV�ZKLFK�ZRXOG
KDYH� WKH�FRQVHTXHQFH�RI� UDLVLQJ� WKH�FRVW� WR�EDQNV�RI�VXFK�OHQGLQJ�VR� WKDW
WKH\�EHWWHU�UHIOHFW�LWV�ULVNV��$JDLQ�WKHUH�DUH�SUREOHPV�GXH� WR� LQDSSURSULDWH
FDOLEUDWLRQ�XQGHU�WKH�$FFRUG�RI�WKH�FUHGLW�ULVNV�RI�ORDQV�WR�GLIIHUHQW�SULYDWH
ERUURZHUV��WKH�VDPH�FDSLWDO�FKDUJH��IRU�H[DPSOH��LV�DVVHVVHG�DJDLQVW�D�ORDQ
WR� D� FRPSDQ\� ZLWK� DQ� LQYHVWPHQW�JUDGH� UDWLQJ� DV� WR� D� FRPSDQ\� ZLWK� D
MXQNERQG�RQH��WKHUHE\�SURYLGLQJ�LQFHQWLYHV�IRU�VR�FDOOHG�
UHJXODWRU\�FDSLWDO
DUELWUDJH
�

6XFK� FRQFHUQV� XQGHUOLH� WKH� QHZ� LQLWLDWLYH� RI� WKH� %DVOH� &RPPLWWHH� RQ
%DQNLQJ� 6XSHUYLVLRQ� WR� UHIRUP� WKH� $FFRUG� �%&%6� ������� 7KH� DSSURDFK
QRZ� HQYLVDJHG� UHVWV� RQ� 
WKUHH� SLOODUV
�� PLQLPXP� FDSLWDO� UHTXLUHPHQWV�
VXSHUYLVRU\� UHYLHZ� RI� FDSLWDO� DGHTXDF\� LQ� DFFRUGDQFH� ZLWK� VSHFLILHG
TXDOLWDWLYH� SULQFLSOHV�� DQG� PDUNHW� GLVFLSOLQH� EDVHG� RQ� WKH� SURYLVLRQ� RI
UHOLDEOH� DQG� WLPHO\� LQIRUPDWLRQ�� 7KH� QHZ� SURSRVHG� FDSLWDO� UXOHV� LQFOXGH
SURYLVLRQ� IRU� ULVN� ZHLJKWV� IRU� H[SRVXUH� WR� VRYHUHLJQ� HQWLWLHV� EDVHG� RQ
H[WHUQDO�DVVHVVPHQW�E\�UDWLQJ�DJHQFLHV�PHHWLQJ�FHUWDLQ�FULWHULD� �VXEMHFW� WR
WKH�FRXQWU\
V�DFFHSWDQFH�RI�WKH�VWDQGDUGV�UHJDUGLQJ�GLVFORVXUH�RI�WKH�,0)
V
6''6�� DQG� WZR� SRVVLEOH� DSSURDFKHV� WR� ZHLJKWV� IRU� LQWHUEDQN� H[SRVXUHV�
RQH� OLQNLQJ� WKHP� WR� WKH� VRYHUHLJQ� ULVN� IRU� WKH� FRXQWU\�ZKHUH� WKH� EDQN� LV
LQFRUSRUDWHG� DQG� WKH� RWKHU� EDVHG� GLUHFWO\� RQ� H[WHUQDO� UDWLQJV� RI� EDQNV
WKHPVHOYHV��8QGHU�WKH�VHFRQG�DSSURDFK�VKRUW�WHUP�LQWHUEDQN�FODLPV�PLJKW
VWLOO� UHFHLYH�PRUH� IDYRXUDEOH� WUHDWPHQW� WKDQ� WKRVH� ZLWK� ORQJHU�PDWXULWLHV
EXW�HLWKHU�DSSURDFK�ZRXOG�EH�OLNHO\�WR�OHDG�WR�ZLGHVSUHDG�LQFUHDVHV�LQ�WKH
FDSLWDO� UHTXLUHPHQWV� IRU� LQWHUEDQN� OHQGLQJ� IRU� HQWLWLHV� RWKHU� WKDQ� WKRVH
ORFDWHG� LQ� FRXQWULHV� ZLWK� WKH� KLJKHVW� FUHGLW� UDWLQJV� RU� LQ� UHFHLSW� RI� VXFK
UDWLQJV�WKHPVHOYHV�

����� $�:RUOG�)LQDQFLDO�$XWKRULW\

7KH� LQFUHDVLQJO\� JOREDO� FKDUDFWHU� RI� ILQDQFLDO�PDUNHWV� DQG� JURZLQJ� OLQNV
EHWZHHQ� GLIIHUHQW� FDWHJRULHV� RI� ILQDQFLDO� EXVLQHVV� KDYH� JLYHQ� ULVH� WR
SURSRVDOV�IRU�WKH�FUHDWLRQ�RI�D�JOREDO�PHJD�DJHQF\�IRU�ILQDQFLDO�UHJXODWLRQ
DQG� VXSHUYLVLRQ� RU� :RUOG� )LQDQFLDO� $XWKRULW\� �:)$��� 7KHVH� SURSRVDOV
ZRXOG�DSSHDU�WR�EH�PRWLYDWHG�E\�WZR�DUJXPHQWV��2Q�RQH�DUJXPHQW�� VLQFH
ILQDQFLDO� EXVLQHVVHV� DUH� EHFRPLQJ� LQFUHDVLQJO\� LQWHUUHODWHG� DQG� FURVV�
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ERUGHU�� WKHLU� UHJXODWLRQ� DQG� VXSHUYLVLRQ� VKRXOG� DOVR� EH� FDUULHG� RXW� RQ� D
XQLILHG� DQG� JOREDO� EDVLV�� 7KH� RWKHU� DUJXPHQW� IRFXVHV� RQ� WKH� VWDELOLW\� RI
FDSLWDO� PRYHPHQWV� XQGHU� WKH� SUHVHQW� SDWFKZRUN� RI� UHJLPHV� ZKLFK� RQO\
PRUH� JOREDOO\� XQLIRUP� UHJXODWLRQ� FRXOG� EH� H[SHFWHG� WR� FRQWURO�� 9DULRXV
PRGHOV� IRU� D� :)$� FDQ� EH� HQYLVDJHG�� VSDQQLQJ� WKH� VSHFWUXP� IURP� DQ
LQVWLWXWLRQ� EXLOW� RQ� �DQG� WKXV� LQYROYHG� D� OLPLWHG� GHSDUWXUH� IURP�� H[LVWLQJ
DUUDQJHPHQWV� WR�RQH�ZLWK�PRUH� FRPSUHKHQVLYH� UHVSRQVLELOLWLHV��7KH�PRUH
DPELWLRXV� YDULDQW� ZRXOG� LQYROYH� D� ERG\� ZLWK� UHVSRQVLELOLW\� IRU� VHWWLQJ
UHJXODWRU\� VWDQGDUGV� IRU� DOO� ILQDQFLDO� HQWHUSULVHV�� RII�VKRUH� DV�ZHOO� DV� RQ�
VKRUH� HQWLWLHV� �(DWZHOO� DQG� 7D\ORU� ����D�� ����E��� 1DWLRQDO� UHJXODWRUV
ZRXOG�UHPDLQ�UHVSRQVLEOH�IRU�LPSOHPHQWLQJ�VWDQGDUGV�SURPXOJDWHG�E\�VXFK
D� :)$�� EXW� WKH� QHZ� LQVWLWXWLRQ� FRXOG� FRQWULEXWH� WR� HQVXULQJ� WKHLU
REVHUYDQFH�WKURXJK�LWV�VXUYHLOODQFH�VLQFH�XQIDYRXUDEOH�SXEOLF�DVVHVVPHQWV
LVVXHG� E\� LW� FRXOG� EH� H[SHFWHG� WR� DFW� DV� D� EUDNH� RQ� D� FRXQWU\
V� FDSLWDO
LQIORZV��$� OHVV� DPELWLRXV� YDULDQW� IRU� WKH�:)$�PLJKW� VHUYH� VLPSO\� DV� DQ
XPEUHOOD� RUJDQL]DWLRQ� LQWR� ZKLFK� H[LVWLQJ� ERGLHV� �LQ� VRPH� FDVHV� ZLWK
DSSURSULDWHO\�H[SDQGHG�PDQGDWHV��ZRXOG�EH�EURXJKW���

:KLOH� WKHUH� LV� FRQVLGHUDEOH� VFRSH� IRU� VWUHQJWKHQLQJ� ERWK� QDWLRQDO
UHJXODWRU\� UHJLPHV�� HOLPLQDWLQJ� WKHLU� VHYHUDO�� RIWHQ� JODULQJ� ODFXQDH�� DQG
LPSURYLQJ�FRRSHUDWLRQ�EHWZHHQ�QDWLRQDO�VXSHUYLVRUV��LW�LV�QRW�FOHDU�WKDW�WKH
PRUH�DPELWLRXV�YDULDQW�ZRXOG�EH�D�EHWWHU�LQVWUXPHQW�IRU�WKLV�SXUSRVH�WKDQ
LPSURYHPHQWV� LQ� WKH� IXQFWLRQLQJ�RI� LQVWLWXWLRQV� DQG�PRGDOLWLHV� DOUHDG\� LQ
H[LVWHQFH��6XFK�D�:)$�ZRXOG�KDYH�WR�FRQIURQW�WKH�SUREOHP�RI�UHFRQFLOLQJ
DQG�LQWHJUDWLQJ�WKH�GLIIHUHQW�OHJDO�DQG�FRQFHSWXDO�IUDPHZRUNV�XQGHU�ZKLFK
VXSHUYLVRUV� IURP� GLIIHUHQW� EDFNJURXQGV� ZRUN�� )XUWKHUPRUH�� WKHUH� DUH� QR
FRPSHOOLQJ�UHDVRQV�WR�EHOLHYH�WKDW�VXFK�D�:)$�ZRXOG�EH�PRUH�VXFFHVVIXO
WKDQ� WKH� ,0)� LQ� DFKLHYLQJ� VWDELOLW\� LQ� ILQDQFLDO� PDUNHWV�� 7KH� OHJDO
LQVWUXPHQWV�RQ�WKH�EDVLV�RI�ZKLFK�WKH�:)$�ZRXOG�RSHUDWH�ZRXOG�KDYH� WR
EH� UHFRQFLOHG� ZLWK� WKH� SRZHUV� RI� H[LVWLQJ� LQVWLWXWLRQV�� QRWDEO\� WKH� ,0)�
7KHUH� LV� DOVR� WKH� PDWWHU� RI� KRZ� SRZHU� ZRXOG� EH� H[HUFLVHG� LQ� WKH� QHZ
LQVWLWXWLRQ� DQG� E\� ZKRP�� ,W� LV� QRW� UHDOLVWLF� WR� HQYLVDJH� WKDW� D� JOREDO
LQVWLWXWLRQ�OLNH�D�:)$�ZLWK�JHQXLQH�FORXW�FRXOG�EH�HVWDEOLVKHG�RQ�WKH�EDVLV
RI� D� GLVWULEXWLRQ� RI� SRZHU� PDUNHGO\� GLIIHUHQW� IURP� WKDW� RI� H[LVWLQJ
PXOWLODWHUDO� ILQDQFLDO� LQVWLWXWLRQV�� 7KH� DOWHUQDWLYH� WR� D� :)$� LV� QRW� DQ
LQVWLWXWLRQDO� WDEXOD� UDVD�� $� QHWZRUN� RI� LQVWLWXWLRQV�� DOEHLW� LPSHUIHFW�� LV
DOUHDG\�LQ�SODFH��DQG�WKHUH�FDQ�EH�SRWHQWLDO�EHQHILWV�IURP�VWUHQJWKHQLQJ�LW�
H[WHQGLQJ� LWV�PDQGDWH� LQ� FHUWDLQ� DUHDV� DQG� VXSSOHPHQWLQJ� LW� JUDGXDOO\� DV
JUHDWHU�SDUWLFLSDWLRQ�LV�DVVXUHG�DQG�LWV�JRYHUQDQFH�LPSURYHG�
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����� 7KH�OLPLWV�RI�SUXGHQWLDO�UHJXODWLRQ

7KH� FRQWLQXLQJ� LQFLGHQFH� RI� ILQDQFLDO� LQVWDELOLW\� DQG� FULVHV� LQ� LQGXVWULDO
FRXQWULHV� VXJJHVWV� WKDW� UHJXODWRU\� DQG� VXSHUYLVRU\� UHIRUP� LV� XQOLNHO\� WR
SURYLGH�IDLO�VDIH�SURWHFWLRQ�LQ�WKLV�DUHD��$QG�LI�WKLV�VWDWHPHQW�LV�WUXH�HYHQ�RI
FRXQWULHV� ZLWK� VWDWH�RI�WKH�DUW� ILQDQFLDO� UHJXODWLRQ� DQG� VXSHUYLVLRQ�� LW� LV
OLNHO\� WR� DSSO\� D� IRUWLRUL� WR� PRVW� GHYHORSLQJ� DQG� WUDQVLWLRQ� HFRQRPLHV�
7KHVH�OLPLWV�WR�WKH�HIIHFWLYHQHVV�RI�UHJXODWLRQ�DQG�VXSHUYLVLRQ�KDYH�YDULRXV
VRXUFHV�� )LUVWO\�� ILQDQFLDO� UHJXODWLRQ� LV� FRQVWDQWO\� VWUXJJOLQJ� WR� NHHS� XS
ZLWK� ILQDQFLDO� LQQRYDWLRQ��DQG� LQ� WKLV� VWUXJJOH� LW� LV�QRW� DOZD\V� VXFFHVVIXO�
7KHUH�LV�WKXV�D�FRQWLQXLQJ�GDQJHU�WKDW�QHZ�SUDFWLFHV�RU�WUDQVDFWLRQV�QRW�\HW
DGHTXDWHO\� FRYHUHG� E\� WKH� UHJXODWRU\� IUDPHZRUN� PD\� SURYH� D� VRXUFH� RI
ILQDQFLDO� LQVWDELOLW\��&ORVHO\� UHODWHG� LQ�PDQ\�ZD\V� WR� ILQDQFLDO� LQQRYDWLRQ
DUH�JURZLQJ�GLIILFXOWLHV�UHJDUGLQJ�WKH� WUDQVSDUHQF\�UHTXLUHG�IRU� UHJXODWLRQ
DQG�VXSHUYLVLRQ��$V�GHVFULEHG�DERYH�� WKH�EDODQFH�VKHHWV�DQG�RWKHU� UHWXUQV
RI�PDQ\�ILQDQFLDO�ILUPV�KDYH�DQ�LQFUHDVLQJO\�FKDPHOHRQ�OLNH�TXDOLW\�ZKLFK
UHGXFHV�WKHLU�YDOXH�WR�UHJXODWRUV��7KH�WHQVLRQV�EHWZHHQ�ILQDQFLDO�LQQRYDWLRQ
DQG� HIIHFWLYH� UHJXODWLRQ� LQ� PRGHUQ� ILQDQFLDO� PDUNHWV� DUH� XQOLNHO\� WR
GLVDSSHDU��RQH�FDQ�HQYLVDJH�D�WLJKWHQLQJ�RI�UHJXODWLRQ�VXIILFLHQWO\�GUDVWLF�WR
FRPH�FORVH�WR�HOLPLQDWLQJ�WKH�GDQJHUV�GXH�WR�LQQRYDWLRQ��EXW�WKH�WLJKWHQLQJ
ZRXOG� SUREDEO\� EH� WRR� VWLIOLQJ� RI� VXFK� LQQRYDWLRQ� WR� EH� SROLWLFDOO\
DFFHSWDEOH�LQ�DQ\�FRXQWU\�YDOXLQJ�G\QDPLVP�LQ�LWV�ILQDQFLDO�VHFWRU�

%XW�SHUKDSV� WKH�PRVW� IXQGDPHQWDO�GHWHUPLQDQW�RI� WKH� OLPLWV�RI� UHJXODWLRQ
DQG�VXSHUYLVLRQ�LV�WKH�VXVFHSWLELOLW\�RI�PRVW�RI�EDQNV
�DVVHWV�WR�FKDQJHV�LQ
WKHLU� TXDOLW\� UHVXOWLQJ� IURP� FKDQJHV� LQ� HFRQRPLF� FRQGLWLRQV�� 1R
SULYDWH�VHFWRU� ORDQ� RU� RWKHU� DVVHW� RQ� D� EDQN
V� EDODQFH� VKHHW� VKRXOG� EH
FODVVLILHG�JHQHULFDOO\�DV�
JRRG
��+RZHYHU�UHDVRQDEOH�WKH�RULJLQDO�PDQDJHULDO
GHFLVLRQ� WR�PDNH� D� ORDQ� DQG� KRZHYHU� MXVWLILHG� LWV� LQLWLDO� FODVVLILFDWLRQ� DV
ORZ�ULVN�E\�EDQNLQJ�VXSHUYLVRUV��WKH�ORDQ�LV�YXOQHUDEOH�WR�WKH�SRVVLELOLW\�RI
DQ�HYHQWXDO�GHWHULRUDWLRQ�LQ�LWV�VWDWXV����6R�ORQJ�DV�F\FOHV�RI�ILQDQFLDO�ERRP
DQG�EXVW�DUH�IHDWXUHV�RI�WKH�HFRQRPLF�V\VWHP��VR�DOVR�ZLOO�EH�XQIRUHVHHDEOH
GHWHULRUDWLRQV�LQ�WKH�VWDWXV�RI�PDQ\�EDQN�DVVHWV��'XULQJ�VXFK�F\FOHV�� ULVNV
WDNH�WLPH�WR�EXLOG�XS�DQG�EHFRPH�ZLGHO\�HYLGHQW��)RU�D�ZKLOH��LQGHHG��WKH
TXDOLW\�RI� ORDQV� FDQ�DFWXDOO\�EH� HQKDQFHG�E\� WKH�YHU\� ILQDQFLQJ�ERRP�RI
ZKLFK�WKH\�DUH�D�SDUW��(YHQWXDOO\��WKH�HIIHFWV�RI�H[FHVV�FDSDFLW\�JHQHUDWHG
E\�WKH�ERRP�DQG�RI�WKH�RYHU�H[WHQGHG�SRVLWLRQ�RI�ILQDQFLDO�ILUPV�DUH�OLNHO\
WR�FRPELQH�ZLWK�WKH�IDFWRUV�GHVFULEHG�LQ�VHFWLRQ�����WR�WUDQVIRUP�WKH�ERRP
LQWR�D�PRYHPHQW�LQ�WKH�RSSRVLWH�GLUHFWLRQ�

&RQVHTXHQFHV�RI�VXFK�ERRP�EXVW�F\FOHV�FDQ�EH�GHVFULEHG� LQ� WHUPV�RI� WKH
FRQFHSW��
ODWHQW�FRQFHQWUDWLRQ�ULVN
��DV�XVHG�LQ�UHFHQW�OLWHUDWXUH�RQ�FUHGLW�ULVN
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�&DRXHWWH�����������������&RQFHQWUDWLRQ�ULVN�LV�WUDGLWLRQDOO\�KDQGOHG�LQ�WKH
FRQWH[W�RI�EDQNLQJ�UHJXODWLRQ�DQG�VXSHUYLVLRQ�WKURXJK�OLPLWV�RQ�WKH�VL]H�RI
H[SRVXUHV� WR�SDUWLFXODU�ERUURZHUV��)RU� WKLV�SXUSRVH� 
ERUURZHU
� LV� W\SLFDOO\
GHILQHG� WR� LQFOXGH� JURXSV� RI� FRXQWHUSDUWLHV� FKDUDFWHUL]HG� E\� OLQNV� GXH� WR
FRPPRQ� RZQHUVKLS�� FRPPRQ� GLUHFWRUV�� FURVV�JXDUDQWHHV�� RU� IRUPV� RI
VKRUW�WHUP�FRPPHUFLDO�LQWHUGHSHQGHQF\����%XW�ERRP�EXVW�F\FOHV�EULQJ�LQWR
IRFXV� ULVNV�GXH� WR� ODWHQW�FRQFHQWUDWLRQ�DV� WKH\� OHDG� WR�GHWHULRUDWLRQ� LQ� WKH
HFRQRPLF� SRVLWLRQV� RI� FRXQWHUSDUWLHV� DSSDUHQWO\� XQFRQQHFWHG� LQ� RWKHU�
PRUH� QRUPDO� WLPHV�� ,QGHHG�� D� FRPPRQ� IHDWXUH� RI� WKH� ERRP�EXVW� F\FOH
ZRXOG� DSSHDU� WR� EH� H[DFHUEDWLRQ� RI� WKH� ULVN� RI� ODWHQW� FRQFHQWUDWLRQ� DV
OHQGHUV� PRYH� LQWR� DQ� DUHD� RU� VHFWRU� HQ� PDVVH� SULRU� WR� DWWHPSWV� WR� H[LW
VLPLODUO\�

7R� VRPH� H[WHQW� WKH� ULVNV� RI� ODWHQW� FRQFHQWUDWLRQ� FDQ� EH� KDQGOHG� WKURXJK
EDQNV
� ORDQ�ORVV� SURYLVLRQV� DQG� WKURXJK� KLJKHU� SUXGHQWLDO� FDSLWDO
UHTXLUHPHQWV�IRU�FUHGLW�ULVN��%XW�WKH�ILQDQFLQJ�DVVRFLDWHG�ZLWK�ERRPV�LQ�WKH
YDOXH�RI�SURSHUW\�DQG�RWKHU�DVVHWV�LV�GLIILFXOW�IRU�VXSHUYLVRUV�WR�UHVWUDLQ�ZLWK
WKH�PHDVXUHV� DW� WKHLU� GLVSRVDO� RZLQJ� WR� WKH� VL]H� RI� LQFUHDVHV� LQ� H[SHFWHG
LQFRPH�JURZWK�RU�FDSLWDO�JDLQV�ZKLFK�DUH� IUHTXHQWO\� LQYROYHG��7KH� OLPLWV
RQ� WKH� FULVLV�SUHYHQWLQJ� SRWHQWLDO� RI� ILQDQFLDO� UHJXODWLRQ� DUH� JHQHUDOO\
UHFRJQL]HG� E\� VSHFLDOLVWV� LQ� WKH� ILHOG�� VR� WKDW� LWV� SULPDU\� REMHFWLYHV� DUH
UHJDUGHG�DV�KDYLQJ�PRUH�WR�GR�ZLWK�UHGXFLQJ�ILQDQFLDO�ILUPV
�OLTXLGLW\�DQG
VROYHQF\� SUREOHPV�� SURWHFWLQJ� GHSRVLWRUV�� DQG� SUHYHQWLQJ� RU� PLWLJDWLQJ
V\VWHPLF�ULVNV�GXH�WR�FRQWDJLRQ�

��� 3ROLF\�VXUYHLOODQFH

,Q� YLHZ� RI� WKH� JURZLQJ� VL]H� DQG� LQWHJUDWLRQ� RI� ILQDQFLDO� PDUNHWV�� HYHU\
PDMRU� ILQDQFLDO� FULVLV� QRZ� KDV� JOREDO� UDPLILFDWLRQV�� &RQVHTXHQWO\�
SUHYHQWLQJ� D� FULVLV� LV� D� FRQFHUQ� QRW� RQO\� IRU� WKH� FRXQWU\� LPPHGLDWHO\
DIIHFWHG� EXW� DOVR� IRU� RWKHU� FRXQWULHV�� 6LQFH�PDFURHFRQRPLF� DQG� ILQDQFLDO
SROLFLHV� KDYH� D� PDMRU� UROH� LQ� WKH� EXLOG�XS� RI� ILQDQFLDO� IUDJLOLW\� DQG
HPHUJHQFH� RI� ILQDQFLDO� FULVHV�� JOREDO� VXUYHLOODQFH� RI� QDWLRQDO� SROLFLHV� LV
FDOOHG� IRU�� ZLWK� D� YLHZ� WR� HQVXULQJ� JUHDWHU� VWDELOLW\� DQG� VXVWDLQDELOLW\� RI
H[FKDQJH�UDWHV�DQG�H[WHUQDO�SD\PHQWV�SRVLWLRQV�

7KH� ,0)� FRQGXFWV� ELODWHUDO� VXUYHLOODQFH� RI� LQGLYLGXDO� FRXQWULHV
� SROLFLHV
WKURXJK� DQQXDO� $UWLFOH� ,9� FRQVXOWDWLRQV� DQG� PXOWLODWHUDO� VXUYHLOODQFH
WKURXJK�SHULRGLF� UHYLHZV�RI�JOREDO� HFRQRPLF� FRQGLWLRQV� LQ� WKH� FRQWH[W�RI
WKH� :RUOG� (FRQRPLF� 2XWORRN�� 7KH� IDLOXUH� RI� ,0)� VXUYHLOODQFH� LQ
SUHYHQWLQJ�LQWHUQDWLRQDO�ILQDQFLDO�FULVHV�UHIOHFWV��LQ�SDUW��EHODWHG��DQG�VR�IDU
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RQO\�SDUWLDO��DGDSWDWLRQ�RI�H[LVWLQJ�SURFHGXUHV�WR�WKH�SUREOHPV�SRVHG�E\�WKH
ODUJH�DXWRQRPRXV�SULYDWH�FDSLWDO�IORZV��%XW�SHUKDSV�PRUH�IXQGDPHQWDOO\�LW
LV�GXH� WR� WKH�XQEDODQFHG�QDWXUH�RI� WKHVH�SURFHGXUHV��ZKLFK�JLYH� WRR� OLWWOH
UHFRJQLWLRQ� WR� WKH� GLVSURSRUWLRQDWHO\� ODUJH� JOREDO� LPSDFW� RI� PRQHWDU\
SROLFLHV�LQ�PDMRU�LQGXVWULDO�FRXQWULHV��,QWHUQDWLRQDO�ILQDQFLDO�FULVHV�DUH�RIWHQ
FRQQHFWHG� ZLWK�PDMRU� VKLIWV� LQ�PDFURHFRQRPLF� LQGLFDWRUV� H[WHUQDO� WR� WKH
FRXQWULHV� ZKHUH� WKH� FULVHV� ILUVW� PDQLIHVW� WKHPVHOYHV�� )RU� H[DPSOH�� WKH
RULJLQV�RI�WKH�GHEW�FULVHV�RI�WKH�����V�DUH�WR�EH�IRXQG�LQ�WKH�LQFRQVLVWHQFLHV
LQ� SROLF\�PL[� DQG� VWDQFHV� RI�PDMRU�2(&'� FRXQWULHV�ZKLFK� UHVXOWHG� LQ� D
VKDUS�ULVH�LQ�LQWHUHVW�UDWHV�LQ�WKH�8QLWHG�6WDWHV�DQG�WKH�DSSUHFLDWLRQ�RI� WKH
GROODU�� /LNHZLVH� ERWK� WKH� VXUJH� LQ� FDSLWDO� LQIORZV� DQG� WKH� VXEVHTXHQW
RXWIORZV�DVVRFLDWHG�ZLWK�WKH�(DVW�$VLDQ�FULVLV�ZHUH�VWURQJO\�LQIOXHQFHG�E\
VZLQJV�LQ�H[FKDQJH�UDWHV�DQG�PRQHWDU\�FRQGLWLRQV�LQ�WKH�8QLWHG�6WDWHV�DQG
RWKHU� PDMRU� 2(&'� FRXQWULHV�� DQG� VKLIWV� LQ� PRQHWDU\� FRQGLWLRQV� LQ� WKH
8QLWHG�6WDWHV�KDYH�SOD\HG�D�ODUJH�UROH�LQ�WKH�IOXFWXDWLRQV�LQ�SULYDWH�H[WHUQDO
ILQDQFLQJ�IRU�/DWLQ�$PHULFDQ�FRXQWULHV���

(YHQ� WKRXJK� WKH� ,0)� VXUYHLOODQFH�� DV� IRUPDOO\� GHILQHG�� LV� OLPLWHG� WR
H[FKDQJH�UDWH�SROLFLHV��LWV�VFRSH�KDV�WHQGHG�WR�EURDGHQ�RYHU�WLPH��VR�WKDW�LW
QRZ� HQFRPSDVVHV� 
DOO� WKH� SROLFLHV� WKDW� DIIHFW� WUDGH�� FDSLWDO� PRYHPHQWV�
H[WHUQDO� DGMXVWPHQW�� DQG� WKH� HIIHFWLYH� IXQFWLRQLQJ� RI� WKH� LQWHUQDWLRQDO
PRQHWDU\� V\VWHP
� �*URXS� RI� 7HQ� ������ SDUD�� ����� *LYHQ� WKH� GHJUHH� RI
JOREDO� LQWHUGHSHQGHQFH�� D� VWDEOH� V\VWHP� RI� H[FKDQJH� UDWHV� DQG� SD\PHQWV
SRVLWLRQV� FDOOV� IRU� D� PLQLPXP� GHJUHH� RI� FRKHUHQFH� DPRQJ� WKH
PDFURHFRQRPLF�SROLFLHV�RI�PDMRU�LQGXVWULDO�FRXQWULHV�VXEMHFW�WR�WKH�SURYLVR
WKDW� WKLV�TXHVW� VKRXOG�QRW� OHDG� WR� D�GHIODWLRQDU\�ELDV� LQ�SROLFLHV�� VLQFH�� DV
VWDWHG� E\� ,0)� $UWLFOH� ,9�� WKH� XOWLPDWH� REMHFWLYH� RI� SROLF\� LV� WR� IRVWHU

RUGHUO\� HFRQRPLF� JURZWK� ZLWK� UHDVRQDEOH� SULFH� VWDELOLW\
�� 7KH� H[LVWLQJ
PRGDOLWLHV� RI� ,0)� VXUYHLOODQFH� GR� QRW� LQFOXGH� ZD\V� RI� DWWDLQLQJ� VXFK
FRKHUHQFH�RU�GHDOLQJ�ZLWK�XQLGLUHFWLRQDO� LPSXOVHV� UHVXOWLQJ� IURP�FKDQJHV
LQ�WKH�PRQHWDU\�DQG�H[FKDQJH�UDWH�SROLFLHV�RI� WKH�8QLWHG�6WDWHV�DQG�RWKHU
PDMRU� 2(&'� FRXQWULHV�� ,Q� WKH� DEVHQFH� RI� LQFHQWLYHV� DQG� HQIRUFHPHQW
SURFHGXUHV� OLQNHG� WR� WKH� SURFHVV� RI� SHHU� UHYLHZ� XQGHU� ,0)� VXUYHLOODQFH�
FRXQWULHV� HOVHZKHUH� LQ� WKH� ZRUOG� HFRQRP\� ODFN� PHFKDQLVPV� XQGHU� WKH
H[LVWLQJ� V\VWHP� RI� JOREDO� HFRQRPLF� JRYHUQDQFH� IRU� UHGUHVV� RU� GLVSXWH
VHWWOHPHQW� UHJDUGLQJ� WKHVH� LPSXOVHV�� ,Q� WKLV� UHVSHFW� JRYHUQDQFH� LQ
PDFURHFRQRPLF� DQG� ILQDQFLDO� SROLFLHV� ODJV� EHKLQG� WKDW� IRU� LQWHUQDWLRQDO
WUDGH��ZKHUH�VXFK�PHFKDQLVPV�DUH�SDUW�RI� WKH�:72�UHJLPH��1RU�GRHV� WKH
*URXS� RI� �� SURYLGH� DQ� HIIHFWLYH� IRUXP� IRU� SROLF\� VXUYHLOODQFH�� 1RW� RQO\
GRHV� LW� H[FOXGH� GHYHORSLQJ� FRXQWULHV� EXW� RIWHQ� LW� DOVR� IDLOV� WR� SURPRWH
SROLF\�FRRUGLQDWLRQ�VR�DV�WR�DWWDLQ�H[FKDQJH�UDWH�VWDELOLW\�DQG�JURZWK�ZLWKLQ
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WKH� LQGXVWULDO� ZRUOG�� %URDGHU� DG� KRF� JURXSLQJV� WKDW� LQFOXGH� HPHUJLQJ
PDUNHWV�� VXFK� DV� WKH�*URXS�RI� ���� FDQQRW� EH� H[SHFWHG� WR� GR�PXFK� EHWWHU
KHUH�� 0XOWLODWHUDO� ILQDQFLDO� LQVWLWXWLRQV� UHPDLQ� WKH� RQO\� OHJLWLPDWH� DQG
DSSURSULDWH� IRUXPV� IRU� VHFXULQJ�SROLF\� FRQVLVWHQF\� DQG� FRKHUHQFH� DPRQJ
PDMRU�LQGXVWULDO�FRXQWULHV�ZLWK�D�YLHZ�WR�WKHLU�HIIHFWV�RQ�JOREDO�JURZWK�DQG
VWDELOLW\�� %XW� LI� VXFK� D� IXQFWLRQ� LV� WR� EH� SHUIRUPHG� HIIHFWLYHO\�� LW� LV
QHFHVVDU\�WR�UHIRUP�QRW�RQO\�VXUYHLOODQFH�EXW�DOVR�WKH�JRYHUQDQFH�RI�WKHVH
LQVWLWXWLRQV�

7KH� QHHG� IRU� VWUHQJWKHQLQJ� ,0)� VXUYHLOODQFH� LQ� UHVSRQVH� WR� FRQGLWLRQV
SURGXFHG� E\� JUHDWHU� JOREDO� ILQDQFLDO� LQWHJUDWLRQ� DQG� UHFXUUHQW� FULVHV� KDV
EHHQ�UHFRJQL]HG�E\�WKH�,QWHULP�&RPPLWWHH�LQ�$SULO������ZKLFK�DJUHHG�WKDW
WKH� )XQG� 
VKRXOG� LQWHQVLI\� LWV� VXUYHLOODQFH� RI� ILQDQFLDO� VHFWRU� LVVXHV� DQG
FDSLWDO� IORZV�� JLYLQJ� SDUWLFXODU� DWWHQWLRQ� WR� SROLF\� LQWHUGHSHQGHQFH� DQG
ULVNV� RI� FRQWDJLRQ�� DQG� HQVXUH� WKDW� LW� LV� IXOO\� DZDUH� RI�PDUNHW� YLHZV� DQG
SHUVSHFWLYHV
����+RZHYHU��GHVSLWH�WKH�UHIHUHQFH�WR�LQWHUGHSHQGHQFH��LW�LV�QRW
HYLGHQW�WKDW�WKHVH�SURSRVDOV�H[WHQG�WR�ZHDNQHVVHV�DULVLQJ�IURP�WKH�ODFN�RI
EDODQFH�LQ�H[LVWLQJ�SURFHGXUHV��0RUHRYHU��HYHQ�ZLWKLQ�WKH�FXUUHQW�OLPLWV�RI
VXUYHLOODQFH�� WKH� ,0)�GRHV� QRW� KDYH� D� VDWLVIDFWRU\� UHFRUG� RI� GLDJQRVLV� RI
EXLOG�XS� RI� ILQDQFLDO� IUDJLOLW\� DQG� H[WHUQDO� YXOQHUDELOLW\�� $Q� LPSRUWDQW
UHDVRQ� LV� WKDW� ELODWHUDO� VXUYHLOODQFH� KDV� FRQFHQWUDWHG� RQ� PDFURHFRQRPLF
SROLFLHV�� SD\LQJ� OLWWOH� DWWHQWLRQ� WR� VXVWDLQDELOLW\� RI� SULYDWH� FDSLWDO� LQIORZV
DQG�ILQDQFLDO�VHFWRU�ZHDNQHVVHV�DVVRFLDWHG�ZLWK�VXUJHV�LQ�VXFK�LQIORZV��LQ
ODUJH�SDUW�EHFDXVH�RI�WKH�IDLWK�LQ�ILQDQFLDO�OLEHUDOL]DWLRQ�DQG�WKH�LQIDOOLELOLW\
RI�PDUNHW� IRUFHV�� $IWHU� WKH�0H[LFDQ� FULVLV�� WKH� OLVW� RI� GHYHORSPHQWV� WKDW
PD\� WULJJHU� GLVFXVVLRQV� EHWZHHQ� WKH� )XQG� DQG� D� PHPEHU� FRXQWU\� XQGHU
,0)� VXUYHLOODQFH� RI� H[FKDQJH� UDWH� SROLFLHV� ZDV� H[WHQGHG� WR� LQFOXGH

XQVXVWDLQDEOH�IORZV�RI�SULYDWH�FDSLWDO
����EXW� WKLV�GLG�QRW�SUHYHQW�WKH�(DVW
$VLDQ�FULVLV��5HFHQW�HIIRUWV�WR�GHYHORS�HDUO\�ZDUQLQJ�LQGLFDWRUV�RI�EDQNLQJ
DQG�FXUUHQF\�FULVHV��ZRUN�WR�ZKLFK�WKH�,0)�KDV�FRQWULEXWHG��GR�QRW�SURPLVH
UDGLFDO�LPSURYHPHQWV�LQ�WKH�FDSDELOLW\�RI�IRUHFDVWLQJ�WKHLU�RXWEUHDN�IRU�WKH
UHDVRQV�JLYHQ�DERYH�LQ�VHFWLRQ�����

,Q� IXWXUH� VXUYHLOODQFH� ZLOO� QHHG� WR� SD\� JUHDWHU� DWWHQWLRQ� WR� XQVXVWDLQDEOH
H[FKDQJH�UDWH�DQG�SD\PHQWV�GHYHORSPHQWV�FDXVHG�E\�FDSLWDO� LQIORZV�� DQG
WKH� )XQG
V� UHFRPPHQGDWLRQV� VKRXOG� LQFOXGH�� ZKHUH� QHHGHG�� FRQWURO� RYHU
VXFK� LQIORZV�� 7KLV� LV� TXLWH� FRQVLVWHQW� ZLWK� WKH� RULJLQDO� ,0)�PDQGDWH� RQ
VXUYHLOODQFH�RYHU�H[FKDQJH�UDWH�SROLFLHV��DQG�LW�LV�LQ�WKLV�FRQWH[W�WKDW�,0)
FRXOG�EH�JLYHQ�D�PDQGDWH�RYHU�H[FKDQJH�UDWH�SROLFLHV��*LYHQ�WKH�GLIILFXOWLHV
LQ�LGHQWLI\LQJ�IDFWRUV�OLNHO\�WR�FDXVH�ILQDQFLDO�FULVHV��LW�PD\�LQGHHG�EH�PRUH
SUXGHQW� WR�SODFH�JUHDWHU� UHOLDQFH�DV�D�PDWWHU�RI�FRXUVH�RQ�FDSLWDO� FRQWUROV
DQG� RWKHU� PHDVXUHV� DW� WKH� QDWLRQDO� OHYHO� GLUHFWHG� DW� H[WHUQDO� DVVHWV� DQG
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OLDELOLWLHV�� 7KH� HIIHFWLYHQHVV� RI� ,0)� VXUYHLOODQFH�ZLOO� DOVR� GHSHQG� RQ� WKH
UHIRUP�RI�WKH�)XQG�DQG�LWV�JRYHUQDQFH�VWUXFWXUHV��6XFK�UHIRUP�PXVW�HQVXUH
WUDQVSDUHQF\��DFFRXQWDELOLW\�DQG�SDUWLFLSDWLRQ�

&HUWDLQO\�WKHUH�DUH�GLIILFXOWLHV�LQ�DWWDLQLQJ�IXOO�WUDQVSDUHQF\�LQ�VXUYHLOODQFH
VLQFH� JRYHUQPHQWV� PD\� ILQG� REMHFWLRQDEOH� WKH� GLVFORVXUH� RI� FRQILGHQWLDO
LQIRUPDWLRQ�WKH\�SURYLGH�WR�WKH�)XQG��DQG�RZLQJ�WR�TXHVWLRQV�UHJDUGLQJ�LWV
WUDFN� UHFRUG� LQ�PDFURHFRQRPLF� DQG� ILQDQFLDO� GLDJQRVLV� DV� ZHOO� DV� WR� WKH
SROLWLFDO� VHQVLWLYLWLHV� LQYROYHG�� WHPSWDWLRQV� WR� WXUQ� WKH� )XQG� LQWR� D� IXOO\�
IOHGJHG� FUHGLW� UDWLQJ� DJHQF\� VKRXOG� DOVR� EH� UHVLVWHG��:LWKLQ� WKHVH� OLPLWV�
KRZHYHU�� WKHUH� LV� VFRSH� WR� LPSURYH� WKH� WUDQVSDUHQF\� RI� WKH� ,0)�� ,WV
SUHVFULSWLRQV� FRXOG� EH� VXEMHFWHG� WR� LQGHSHQGHQW� UHYLHZ� DQG� WKH� SURSRVDO
WKDW� WKH� 8QLWHG� 1DWLRQV� VKRXOG� FRQVWLWXWH� DQ� ,0)� ([WHUQDO� 5HYLHZ
&RPPLVVLRQ�LV�ZRUWK�SXUVXLQJ��6DFKV�����E�������0RUHRYHU��DQ\�H[WHQVLRQ
RI�WKH�)XQG
V�VXUYHLOODQFH�VKRXOG�EH�DFFRPSDQLHG�E\�D�UHIRUP�RI�LWV�YRWLQJ
VWUXFWXUH� DQG� GHFLVLRQ�PDNLQJ� SURFHGXUHV� WR� EULQJ� DERXW� JUHDWHU
SDUWLFLSDWLRQ� E\� GHYHORSLQJ� FRXQWULHV�� 4XRWDV�� ZKLFK� WR� D� JUHDW� H[WHQW
GHWHUPLQH�YRWLQJ�SRZHU�DQG�PHPEHUVKLS�ULJKWV��QHHG�WR�EH�UHYLVHG�VR�WKDW
WKH\� UHIOHFW� PRUH� DFFXUDWHO\� UHODWLYH� HFRQRPLF� DQG� SROLWLFDO� SRZHU�
'LIIHUHQW�YRWLQJ�VWUXFWXUHV�PLJKW�DOVR�EH� LQWURGXFHG�IRU�GLIIHUHQW� W\SHV�RI
GHFLVLRQV�� 2QH� VXJJHVWLRQ� LV� WR� GLVWLQJXLVK� EHWZHHQ� JHQHUDO� SROLF\
GHFLVLRQV� �VXFK�DV�6'5�DOORFDWLRQV� DQG�TXRWDV��DQG�RSHUDWLRQDO�GHFLVLRQV
UHODWHG� WR� FRXQWU\� SURJUDPPHV�� DQG� DSSO\LQJ� D� PRUH� GHPRFUDWLF� YRWLQJ
V\VWHP� WR� WKH� ODWWHU�� ZKLOH� PDLQWDLQLQJ� WKH� TXRWD�EDVHG� V\VWHP� IRU� WKH
IRUPHU� �:RRGV� ������ ���� ������ $OWHUQDWLYHO\�� JHQHUDO� SROLF\� GHFLVLRQV
FRXOG� EH� WUDQVIHUUHG� WR� WKH� ,QWHULP� &RPPLWWHH� RQ� D� TXRWD�EDVHG� YRWLQJ
V\VWHP�� ZKLOH� WKH� ([HFXWLYH� %RDUG� FRXOG� GHDO� ZLWK� VSHFLILF� RSHUDWLRQDO
GHFLVLRQV� WKURXJK� SURFHGXUHV� SURYLGLQJ� IRU� JUHDWHU� SDUWLFLSDWLRQ� E\� LWV
PHPEHUV�

��� $Q�LQWHUQDWLRQDO�OHQGHU�RI�ODVW�UHVRUW

$V� DOUHDG\� QRWHG�� FXUUHQF\� FULVHV� LQ� HPHUJLQJ� PDUNHWV� GHYHORS� DV� VHOI�
IXOILOOLQJ� GHEW� UXQV�� OHDGLQJ� WR� RYHUVKRRWLQJ� RI� H[FKDQJH� UDWHV� DQG
WUDQVODWLQJ� OLTXLGLW\� LQWR� LQVROYHQF\� FULVHV�� ,Q� YLHZ� RI� LQHIIHFWLYHQHVV� RI
PRQHWDU\�SROLF\� LQ�UHYHUVLQJ�VXFK�DWWDFNV�DQG�WKH�SUREDEOH� LQDGHTXDF\�RI
UHVHUYHV�DQG�FUHGLW�OLQHV�WR�PHHW�WKH�UHVXOWLQJ�GHPDQG�IRU�IRUHLJQ�FXUUHQF\�
WKHUH� KDYH� EHHQ� FDOOV� WR� HVWDEOLVK� DQ� LQWHUQDWLRQDO� OHQGHU�RI�ODVW�UHVRUW
IDFLOLW\� LQ� RUGHU� WR� SURYLGH� LQWHUQDWLRQDO� OLTXLGLW\� WR� FRXQWULHV� IDFLQJ
ILQDQFLDO�SDQLF�DQG�WR�VXSSRUW�WKHLU�FXUUHQFLHV�
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3URYLVLRQ�RI� OLTXLGLW\� WR�SUH�HPSW� ODUJH�FXUUHQF\�VZLQJV�KDV�QRW�EHHQ� WKH
LQWHUQDWLRQDO� SROLF\� UHVSRQVH� WR� FXUUHQF\� FULVHV� LQ� GHYHORSLQJ� FRXQWULHV�
5DWKHU� DVVLVWDQFH� FRRUGLQDWHG� E\� WKH� ,0)� KDV� XVXDOO\� FRPH� DIWHU� WKH
FROODSVH�RI�WKH�FXUUHQF\��LQ�WKH�IRUP�RI�EDLORXW�RSHUDWLRQV�GHVLJQHG�WR�PHHW
WKH�GHPDQGV�RI�FUHGLWRUV��WR�PDLQWDLQ�FDSLWDO�DFFRXQW�FRQYHUWLELOLW\��DQG�WR
SUHYHQW� GHIDXOW�� 0RUHRYHU�� DYDLODELOLW\� RI� VXFK� ILQDQFLQJ� KDV� EHHQ
DVVRFLDWHG� ZLWK� SROLF\� FRQGLWLRQDOLW\� WKDW� ZHQW� DW� WLPHV� EH\RQG
PDFURHFRQRPLF� DGMXVWPHQW���� 6XFK� EDLORXW� RSHUDWLRQV� SRVH� D� QXPEHU� RI
SUREOHPV�� )LUVW�� WKH\� SURWHFW� FUHGLWRUV� IURP� EHDULQJ� IXOO� FRVWV� RI� SRRU
OHQGLQJ� GHFLVLRQV�� WKHUHE\� SXWWLQJ� WKH� EXUGHQ� HQWLUHO\� RQ� GHEWRUV�
0RUHRYHU��WKH\�FUHDWH�PRUDO�KD]DUG�IRU�LQWHUQDWLRQDO�OHQGHUV�DQG�LQYHVWRUV�
HQFRXUDJLQJ�LPSUXGHQW�OHQGLQJ�SUDFWLFHV��)LQDOO\��WKH\�UHTXLUH�LQFUHDVLQJO\
ODUJH�DPRXQWV�RI�ILQDQFLQJ�WKDW�KDYH�EHHQ�GLIILFXOW�WR�UDLVH��7KHVH�SUREOHPV
FRXOG�QRW�EH�HYDGHG�LQ�WKH�FUHDWLRQ�RI�D�JHQXLQH�LQWHUQDWLRQDO�OHQGHU�RI�ODVW
UHVRUW�� 7KH� HIIHFWLYH� IXQFWLRQLQJ� RI� VXFK� D� OHQGHU� GHSHQGV� RQ� WZR
FRQGLWLRQV�� LW� VKRXOG�KDYH� WKH�GLVFUHWLRQ� WR� FUHDWH� LWV� RZQ� OLTXLGLW\� �RU� WR
KDYH�XQFRQVWUDLQHG� DFFHVV� WR� LQWHUQDWLRQDO� OLTXLGLW\��� DQG� WKHUH� VKRXOG� EH
UHDVRQDEO\�ZHOO�GHILQHG�UXOHV�DQG�FRQGLWLRQV�WKDW�WKH�ERUURZHU�PXVW�PHHW�

6WULFWO\�VSHDNLQJ��WKH�,0)�GRHV�QRW�VDWLVI\�HLWKHU�RI�WKH�DERYH�FRQGLWLRQV�WR
TXDOLI\�DV�D�OHQGHU�RI�ODVW�UHVRUW����1RQHWKHOHVV��RQ�WKH�HYH�RI�WKH�0H[LFDQ
FULVLV� WKH� ,0)� H[SORUHG� WKH� SRVVLELOLW\� RI� FUHDWLQJ� D� QHZ� 
VKRUW�WHUP
ILQDQFLQJ� IDFLOLW\
� �67))�� IRU� WKLV� SXUSRVH�� WR� EH� XVHG� E\� FRXQWULHV� ZLWK
FORVH� LQWHJUDWLRQ� ZLWK� LQWHUQDWLRQDO� FDSLWDO� PDUNHWV�� LQFOXGLQJ� LQGXVWULDO
FRXQWULHV� DQG� HPHUJLQJ� PDUNHWV�� $OWKRXJK� LW� ZDV� QRW� SXW� LQWR� SUDFWLFH�
GLVFXVVLRQV� FRQFHUQLQJ� WKH� VFKHPH� SRLQWHG� WR� YDULRXV� SUREOHPV� LQYROYHG
�ZKLFK� ZHUH� VXEVHTXHQWO\� KLJKOLJKWHG� GXULQJ� WKH� EDLORXW� RSHUDWLRQV� LQ
UHVSRQVH� WR� WKH�0H[LFDQ�DQG�(DVW�$VLDQ�FULVHV���2I� VSHFLDO� LPSRUWDQFH� LQ
WKLV�FRQWH[W�ZDV�WKH�VKHHU�VFDOH�RI�WKH�ILQDQFLQJ�UHTXLUHG��DOWKRXJK�LW�ZDV
QRW�HQYLVDJHG�WKDW�WKH�IDFLOLW\�ZRXOG�IXOO\�RIIVHW�ILQDQFLDO�VKRFNV��DQG�WKH
GLIILFXOW\� RI� GHFLGLQJ� RQ� WKH� WHUPV� RQ� ZKLFK� PRQH\� ZRXOG� EH� PDGH
DYDLODEOH���

7KH� 6'5�PLJKW� SOD\� D� NH\� UROH� LQ� WKH� FUHDWLRQ� RI� D� OHQGHU�RI�ODVW�UHVRUW
IDFLOLW\� DV� SDUW� RI� D� SURFHVV� RI� PDNLQJ� LW� D� WUXH� ILGXFLDU\� DVVHW� DQG
HQKDQFLQJ�LWV�UROH�LQ�JOREDO�UHVHUYHV����5HFHQWO\�SURSRVDOV�KDYH�EHHQ�PDGH
WR� DOORZ� WKH� )XQG� WR� LVVXH� UHYHUVLEOH� 6'5V� WR� LWVHOI� IRU� XVH� LQ
OHQGHU�RI�ODVW�UHVRUW�RSHUDWLRQV��WKDW�LV�WR�VD\�WKH�DOORFDWHG�6'5V�ZRXOG�EH
UHSXUFKDVHG� ZKHQ� WKH� FULVLV� ZDV� RYHU���� %XW� HLWKHU� DSSURDFK� ZRXOG
SUREDEO\� UHTXLUH� DQ� DPHQGPHQW� RI� WKH� $UWLFOHV� RI� $JUHHPHQW� DQG� FRXOG
IDFH�RSSRVLWLRQ�IURP�VRPH�PDMRU�LQGXVWULDO�FRXQWULHV��(YHQ�LI�RQH�ZHUH�WR
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DJUHH� WKDW� WKH� ,0)� FRXOG� DFW� DV� DQ� LQWHUQDWLRQDO� OHQGHU� RI� ODVW� UHVRUW� EXW
ZLWKRXW�VXFK�D�FDSDELOLW\� WR�FUHDWH� LWV�RZQ� OLTXLGLW\�� WKH�)XQG�ZRXOG� VWLOO
UHTXLUH�DFFHVV�WR�DGHTXDWH�UHVRXUFHV��6LQFH�WKHUH�LV�DJUHHPHQW�WKDW�WKH�,0)
VKRXOG� UHPDLQ� ODUJHO\� D� TXRWD�EDVHG� LQVWLWXWLRQ�� IXQGLQJ� WKURXJK� ERQG
LVVXHV� LV� UXOHG� RXW�� 7KLV� OHDYHV� WKH� )XQG
V� RZQ� UHVRXUFHV� DQG� ERUURZLQJ
IDFLOLWLHV� �ERWK� WKH� *$%� DQG� WKH� 1$%�� DV� WKH� RQO\� SRWHQWLDO� VRXUFHV� RI
IXQGLQJ�� +RZHYHU�� WKH\� DORQH� FRXOG� QRW� SURYLGH� ILQDQFLQJ� RQ� WKH� VFDOH
PDGH�DYDLODEOH�E\�WKH�,0)�DQG�RWKHU�VRXUFHV�GXULQJ�WKH�0H[LFDQ�DQG�(DVW
$VLDQ�FULVHV��2Q�WKH�RWKHU�KDQG��HYHQ�LI�PHFKDQLVPV�FRXOG�EH�SXW�LQ�SODFH
WR�DOORZ�WKH�,0)�WR�KDYH�UDSLG�DFFHVV�WR�ELODWHUDO�IXQGV�DW�WLPHV�RI�FULVLV��LW
LV� KLJKO\� TXHVWLRQDEOH� ZKHWKHU� WKH� )XQG� FRXOG� UHDOO\� DFW� DV� DQ� LPSDUWLDO
OHQGHU�RI�ODVW�UHVRUW�LQ�DFFRUGDQFH�ZLWK�UXOHV�DQDORJRXV�WR�VXFK�RSHUDWLRQV
E\�QDWLRQDO�FHQWUDO�EDQNV�VLQFH�LWV�GHFLVLRQV�DQG�UHVRXUFHV�ZRXOG�GHSHQG�RQ
WKH�FRQVHQW�RI� LWV�PDMRU� VKDUHKROGHUV�ZKR�DUH� W\SLFDOO\� FUHGLWRUV�RI� WKRVH
FRXQWULHV�H[SHULHQFLQJ�H[WHUQDO�ILQDQFLDO�GLIILFXOWLHV�

7KH� WHUPV� RI� DFFHVV� WR� VXFK� D� IDFLOLW\� SRVH� DGGLWLRQDO� SUREOHPV�� 7KH
FRQGLWLRQV� RI� OHQGHU�RI�ODVW�UHVRUW� ILQDQFLQJ�� QDPHO\� OHQGLQJ� LQ� XQOLPLWHG
DPRXQWV� DQG� ZLWKRXW� FRQGLWLRQV� H[FHSW� IRU� SHQDOW\� UDWHV�� ZRXOG� UHTXLUH
PXFK�WLJKWHQHG�JOREDO�VXSHUYLVLRQ�RYHU�ERUURZHUV�WR�HQVXUH�WKHLU�VROYHQF\�
DQ� XQOLNHO\� GHYHORSPHQW��:KLOH� DXWRPDWLF� DFFHVV� ZRXOG� HQVXUH� D� WLPHO\
UHVSRQVH� WR� PDUNHW� SUHVVXUHV�� LW� ZRXOG� DOVR� FUHDWH� PRUDO� KD]DUG� IRU
LQWHUQDWLRQDO�ERUURZHUV�DQG�OHQGHUV�DQG�FRQVLGHUDEOH�ULVN�IRU�WKH�,0)��%\
FRQWUDVW��FRQGLWLRQDO�ZLWKGUDZDO�RI�ILQDQFLDO�VXSSRUW�ZRXOG�UHGXFH�WKH�ULVN
RI�PRUDO�KD]DUG��EXW�QHJRWLDWLRQV�FRXOG�FDXVH�ORQJ�GHOD\V��SHUKDSV�OHDGLQJ
WR�GHHSHQLQJ�RI�WKH�FULVLV��,W�FRXOG�DOVR�OHDG�WR�LUUDWLRQDO�DQG�XQQHFHVVDULO\
WRXJK�FRQGLWLRQDOLW\� VLQFH� WKH� FRXQWULHV� IDFLQJ� DWWDFNV� RQ� WKHLU� FXUUHQFLHV
ZRXOG�EH�WRR�ZHDN�WR�UHVLVW�VXFK�FRQGLWLRQV�

2QH� ZD\� RI� DYRLGLQJ� WKHVH� SUREOHPV� PLJKW� EH� WKURXJK� SUHTXDOLILFDWLRQ�
FRXQWULHV�PHHWLQJ�FHUWDLQ�H[�DQWH�FRQGLWLRQV�ZRXOG�EH�HOLJLEOH� IRU� OHQGHU�
RI�ODVW�UHVRUW�ILQDQFLQJ��ZLWK�HOLJLELOLW\�EHLQJ�GHWHUPLQHG�GXULQJ�$UWLFOH�,9
FRQVXOWDWLRQV�� $FFHVV� WR� WKH� OHQGHU�RI�ODVW�UHVRUW� IDFLOLW\� RQ� D
SUHTXDOLILFDWLRQ�EDVLV�FRXOG�EH�VXEMHFW�WR�OLPLWV��IRU�H[DPSOH��DV�D�PXOWLSOH
RI� FRXQWU\� TXRWDV�� EXW�� DIWHU� D� FULVLV� RFFXUUHG�� WKH� FRXQWU\� PLJKW� KDYH
DFFHVV� WR� DGGLWLRQDO� IXQGV� VXEMHFW� WR� LWV� FRPPLWPHQW� WR�XQGHUWDNH� FHUWDLQ
DFWLRQV��+RZHYHU��SUHTXDOLILFDWLRQ�LQYROYHV�LWV�RZQ�VHW�RI�SUREOHPV��)LUVW�
,0)�ZRXOG�KDYH�WR�DFW�OLNH�D�FUHGLW�UDWLQJ�DJHQF\��6HFRQG��WKH�UHVXOW�FRXOG
EH� D� IXUWKHU� VHJPHQWDWLRQ� RI� WKH� )XQG
V� PHPEHUVKLS�� ZLWK� DWWHQGDQW
FRQVHTXHQFHV�IRU�LWV�JRYHUQDQFH��7KLUG��OHQGLQJ�DW�SHQDOW\�UDWHV�PLJKW�QRW
EH�HQRXJK�WR�DYRLG�PRUDO�KD]DUG��)LQDOO\��LW�ZRXOG�EH�QHFHVVDU\�FRQVWDQWO\
WR�PRQLWRU� WKH� IXOILOPHQW�RI� WKH� WHUPV�RI� WKH� ILQDQFLQJ�� DGMXVWLQJ� WKHP�DV
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QHFHVVDU\�LQ�UHVSRQVH�WR�FKDQJHV�LQ�FRQGLWLRQV��ZKLFK�PLJKW�LQFOXGH�WKRVH
LQ�ILQDQFLDO�PDUNHWV�RU�RWKHUV�EH\RQG�WKH�FRQWURO�RI�WKH�JRYHUQPHQW�RI�WKH
UHFLSLHQW� FRXQWU\��� ,Q� WKHVH� UHVSHFWV� GLIILFXOWLHV� PD\� HPHUJH� LQ� UHODWLRQV
EHWZHHQ� WKH� )XQG� DQG� WKH� PHPEHU� FRQFHUQHG�� 6XFK� SUREOHPV� DUH
H[HPSOLILHG�E\�WKH�UHFHQW�%UD]LOLDQ�DJUHHPHQW�ZLWK�WKH�,0)��7KH�%UD]LOLDQ
SDFNDJH� PLJKW� EH� GHVFULEHG� DV� DQ� H[SHULPHQW� ZLWK� WKH� SURYLVLRQ� RI
LQWHUQDWLRQDO� OHQGHU�RI�ODVW�UHVRUW� ILQDQFLQJ� WR�DQ�HPHUJLQJ�PDUNHW�� LW�ZDV
LQWHQGHG�WR�SURWHFW�WKH�HFRQRP\�DJDLQVW�FRQWDJLRQ�IURP�(DVW�$VLD��VXEMHFW
WR� D� VWULQJHQW� ILVFDO� DGMXVWPHQW� DQG� D� JUDGXDO� GHSUHFLDWLRQ� RI� WKH� UHDO
WKURXJKRXW� ������ $IWHU� D� SROLWLFDO� VWUXJJOH� WKH� %UD]LOLDQ� JRYHUQPHQW
VXFFHHGHG� LQ� SDVVLQJ� WKH� OHJLVODWLRQ� QHHGHG� WR�PHHW� WKH� ILVFDO� WDUJHW� EXW�
ZKHQ�WKH�FXUUHQF\�FDPH�XQGHU�DWWDFN�� WKH�)XQG�DOORZHG� WKH�DJUHHPHQW� WR
FROODSVH�� UHTXLULQJ�DGGLWLRQDO� DQG�PRUH� VWULQJHQW� FRQGLWLRQV� UHJDUGLQJ� WKH
ILVFDO�EDODQFH�LQ�RUGHU�WR�UHOHDVH�WKH�VHFRQG�WUDQFKH�RI�WKH�SDFNDJH�

7KH� ,0)� KDV� UHFHQWO\� WDNHQ� VWHSV� WR� VWUHQJWKHQ� LWV� FDSDFLW\� WR� SURYLGH
ILQDQFLQJ�LQ�FULVHV��WKRXJK�WKLV�FDSDFLW\�VWLOO�IDFWV�VKRUW�RI�WKDW�RI�D�JHQXLQH
LQWHUQDWLRQDO� OHQGHU� RI� ODVW� UHVRUW� DQG� WKH� WHUPV� DVVRFLDWHG� ZLWK� WKH� QHZ
ILQDQFLQJ� DUH� OLNHO\� WR� EH� VXEMHFW� WR� VKRUWFRPLQJV� GLVFXVVHG� DERYH�� 7KH
6XSSOHPHQWDO� 5HVHUYH� )DFLOLW\� �65)�� DSSURYHG� E\� WKH� ,0)
V� ([HFXWLYH
%RDUG� LQ� UHVSRQVH� WR� WKH�GHHSHQLQJ�RI� WKH�(DVW�$VLDQ�FULVLV� LQ�'HFHPEHU
����� �DQG� DOUHDG\� XVHG� LQ� VRPH� FDVHV� VXFK� DV� WKDW� RI� %UD]LO��� SURYLGHV
ILQDQFLQJ� ZLWKRXW� OLPLW� WR� FRXQWULHV� H[SHULHQFLQJ� H[FHSWLRQDO� SD\PHQWV
GLIILFXOWLHV� EXW� XQGHU� D� KLJKO\� FRQGLWLRQDO� VWDQGE\� RU� ([WHQGHG
$UUDQJHPHQW����+RZHYHU��WKH�65)�GHSHQGV�RQ�WKH�H[LVWLQJ�UHVRXUFHV�RI�WKH
)XQG�ZKLFK��UHFHQW�H[SHULHQFH�VXJJHVWV��DUH�OLNHO\�WR�EH�LQDGHTXDWH�RQ�WKHLU
RZQ�WR�PHHW�WKH�FRVWV�RI�EDLORXWV��7KH�FUHDWLRQ�RI�WKH�&RQWLQJHQF\�&UHGLW
/LQH��&&/��LQ�$SULO�LV�LQWHQGHG�WR�SURYLGH�D�SUHFDXWLRQDU\�OLQH�RI�GHIHQFH
LQ� WKH� IRUP� RI� VKRUW�WHUP� ILQDQFLQJ� ZKLFK� ZRXOG� EH� DYDLODEOH� WR� PHHW
EDODQFH�RI�SD\PHQWV� SUREOHPV� DULVLQJ� IURP� LQWHUQDWLRQDO� ILQDQFLDO
FRQWDJLRQ����7KH�SUHVVXUHV�RQ�WKH�FDSLWDO�DFFRXQW�DQG�LQWHUQDWLRQDO�UHVHUYHV
RI� D� TXDOLI\LQJ� FRXQWU\� PXVW� UHVXOW� IURP� D� VXGGHQ� ORVV� RI� FRQILGHQFH
DPRQJVW� LQYHVWRUV� WULJJHUHG� ODUJHO\� E\� H[WHUQDO� IDFWRUV�� 7KH� WHUPV� RI� WKH
&&/� LQYROYH� HOHPHQWV� RI� SUHTXDOLILFDWLRQ� DV� GHVFULEHG� DERYH�� WKH
DYDLODELOLW\�RI�IXQGV�LV�VXEMHFW�WR�WKH�FRXQWU\
V�FRPSOLDQFH�ZLWK�FRQGLWLRQV
UHODWHG� WR� PDFURHFRQRPLF� DQG� H[WHUQDO� ILQDQFLDO� LQGLFDWRUV� DQG� ZLWK
LQWHUQDWLRQDO�VWDQGDUGV� LQ�DUHDV�VXFK�DV� WUDQVSDUHQF\��EDQNLQJ�VXSHUYLVLRQ
DQG�WKH�TXDOLW\�RI�LWV�UHODWLRQV�DQG�ILQDQFLQJ�DUUDQJHPHQWV�ZLWK�WKH�SULYDWH
VHFWRU��7KH�KRSH�LV�WKDW�WKH�SUHFDXWLRQDU\�QDWXUH�RI�WKH�&&/�ZLOO�UHVWULFW�WKH
OHYHO�RI�DFWXDO�GUDZLQJV��EXW�WKH�GDQJHU�LV�WKDW�FRXQWULHV�ZLOO�DYRLG�UHFRXUVH
WR�LW��HYHQ�LQ�WKH�FLUFXPVWDQFHV�IRU�ZKLFK�LW�LV�LQWHQGHG��RZLQJ�WR�IHDUV�WKDW
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LW�ZLOO� KDYH� WKH� HIIHFW� RI� D� WRFVLQ� LQ� LQWHUQDWLRQDO� ILQDQFLDO�PDUNHWV�� WKXV
VWLIOLQJ� DFFHVV� WR� FUHGLW�� 0RUHRYHU�� DOWKRXJK� QR� OLPLWV� RQ� WKH� VFDOH� RI
DYDLODEOH� IXQGV� DUH� VSHFLILHG�� OLNH� WKH� 65)�� WKH� &&/�ZLOO� GHSHQG� RQ� WKH
H[LVWLQJ�UHVRXUFHV�RI�WKH�)XQG�

3HUKDSV� D� PRUH� FULWLFDO� LVVXH� LV� WKDW� HVWDEOLVKLQJ� D� JHQXLQH� LQWHUQDWLRQDO
OHQGHU� RI� ODVW� UHVRUW� ZRXOG� LPSO\� D� IXQGDPHQWDO� GHSDUWXUH� IURP� WKH
XQGHUO\LQJ�SUHPLVHV�RI�WKH�%UHWWRQ�:RRGV�V\VWHP�ZKLFK�SURYLGHG�IRU� WKH
XVH�RI� FDSLWDO� FRQWUROV� WR�GHDO�ZLWK� FDSLWDO� IORZV�� ,Q� GLVFXVVLRQ�RI� VXFK� D
IDFLOLW\�� LWV� LQWURGXFWLRQ� LV� IUHTXHQWO\� OLQNHG� WR� FRQFRPLWDQW� DUUDQJHPHQWV
UHJDUGLQJ� ULJKWV� DQG� REOLJDWLRQV� ZLWK� UHVSHFW� WR� LQWHUQDWLRQDO� FDSLWDO
WUDQVDFWLRQV� WRJHWKHU� ZLWK� D� EDVLF� FRPPLWPHQW� WR� FDSLWDO�DFFRXQW
OLEHUDOL]DWLRQ�� (YHQ� LI� D� SURSHUO\� IXQFWLRQLQJ� LQWHUQDWLRQDO� OHQGHU� RI� ODVW
UHVRUW� FRXOG� EH� SXW� LQ� SODFH�� LW� LV� QRW� FOHDU� WKDW� WKLV� ZRXOG� EH� WKH� ULJKW
FRXUVH�RI�DFWLRQ�LQ�UHVSRQVH�WR�ILQDQFLDO�FULVHV�DQG�WKH�SUREOHPV�WKH\�FDXVH
IRU�GHYHORSLQJ�FRXQWULHV�

��� 2UGHUO\�GHEW�ZRUNRXWV

&RPPHQWLQJ� RQ� WKH� GHEW� FULVLV� RI� WKH� ����V� PRUH� WKDQ� D� GHFDGH� DJR�
81&7$'�SRLQWHG� WR� WKH� FLUFXPVWDQFH� WKDW� GHEWRU� FRXQWULHV� RIWHQ� KDG� WR
IDFH� DQG� DW� WKH� VDPH� WLPH� 
WKH� ILQDQFLDO� DQG� HFRQRPLF� VWLJPD� RI� EHLQJ
MXGJHG� GH� IDFWR� EDQNUXSW�� ZLWK� DOO� WKH� FRQVHTXHQFHV� WKDW� WKLV� HQWDLOV� DV
UHJDUGV�FUHGLWZRUWKLQHVV�DQG�IXWXUH�DFFHVV�WR�ILQDQFLQJ��>ZKLOH�DOVR�ODUJHO\
ODFNLQJ@� WKH� EHQHILWV� RI� UHFHLYLQJ� WKH� ILQDQFLDO� UHOLHI� DQG� ILQDQFLDO
UHRUJDQL]DWLRQ� WKDW� ZRXOG� DFFRPSDQ\� D� GH� MXUH� EDQNUXSWF\� KDQGOHG� LQ� D
PDQQHU�VLPLODU�WR�FKDSWHU����RI�WKH�8QLWHG�6WDWHV�%DQNUXSWF\�&RGH
���

&KDSWHU� ��� SURFHGXUHV� DUH� HVSHFLDOO\� UHOHYDQW� WR� LQWHUQDWLRQDO� GHEW� FULVHV
UHVXOWLQJ� IURP� OLTXLGLW\� SUREOHPV� EHFDXVH� WKH\� DUH� GHVLJQHG� SULPDULO\� WR
DGGUHVV� ILQDQFLDO� UHVWUXFWXULQJ� UDWKHU� WKDQ� OLTXLGDWLRQ�� 7KH\� DUH� EDVHG� RQ
WKH�SUHPLVH�WKDW�WKH�YDOXH�RI�WKH�ILUP�DV�D�JRLQJ�FRQFHUQ�H[FHHGV�WKH�YDOXH
RI� LWV� DVVHWV� LQ� WKH� HYHQW� RI� OLTXLGDWLRQ�� 'HEWRUV� DUH� XVXDOO\� OHIW� LQ
SRVVHVVLRQ�RI� WKHLU�SURSHUW\��DQG�WKH�DLP�RI� WKH�SURFHGXUHV� LV� WR� IDFLOLWDWH
RUGHUO\� ZRUNRXWV� LQ� WKUHH� VWDJHV�� $W� WKH� RXWVHW� SURFHGXUHV� DOORZ� IRU� DQ
DXWRPDWLF� VWDQGVWLOO� RQ� GHEW� VHUYLFLQJ� LQ� RUGHU� WR� SURYLGH� WKH
GHEWRUV�LQ�SRVVHVVLRQ� ZLWK� D� EUHDWKLQJ� VSDFH� IURP� WKHLU� FUHGLWRUV�� 7KH
DXWRPDWLF�VWD\�SURYLVLRQ� LV�EDVHG�RQ� WKH� UHFRJQLWLRQ� WKDW� D� 
JUDE� UDFH
� IRU
DVVHWV�E\�WKH�FUHGLWRUV�LV�GHWULPHQWDO�WR�WKH�GHEWRU�DV�ZHOO�DV�WR�WKH�FUHGLWRUV
DV� D� JURXS�� ,W� DOORZV� WKH� GHEWRU� WKH� RSSRUWXQLW\� WR� IRUPXODWH� D
UHRUJDQL]DWLRQ�SODQ�DQG�HQVXUHV�WKDW�FUHGLWRUV�DUH�WUHDWHG�HTXDOO\��6HFRQGO\�
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WKH�&RGH�SURYLGHV�WKH�GHEWRU�ZLWK�DFFHVV�WR�ZRUNLQJ�FDSLWDO�QHHGHG�WR�FDUU\
RXW�LWV�RSHUDWLRQV��$�VHQLRULW\�VWDWXV�LV�JUDQWHG�WR�GHEW�FRQWUDFWHG�DIWHU�WKH
ILOLQJ� RI� WKH� SHWLWLRQ�� 7KH� ILQDO� VWDJH� LV� WKH� UHRUJDQL]DWLRQ� RI� DVVHWV� DQG
OLDELOLWLHV�RI�WKH�GHEWRU�DQG�LWV�RSHUDWLRQV��7KH�&RGH�GLVFRXUDJHV�KROGRXWV
E\�D�FHUWDLQ�FODVV�RI�FUHGLWRUV�DQG�DFFHOHUDWHV� WKH�SURFHVV� WRZDUGV�D� UDSLG
UHVROXWLRQ��7KH�SODQ�GRHV�QRW� UHTXLUH�XQDQLPRXV�VXSSRUW�E\� WKH�FUHGLWRUV�
DQG�WKH�GHEWRU�FDQ�REWDLQ�FRXUW�DSSURYDO�RI�WKH�UHRUJDQL]DWLRQ�SODQV�XQGHU
WKH� 
FUDP�GRZQ
� SURYLVLRQV�� )RU� VROYHQW� EXW� LOOLTXLG� ILUPV�� DXWRPDWLF� VWD\
DQG� DFFHVV� WR� QHZ� ILQDQFLQJ� PD\� QHHG� WR� EH� VXSSOHPHQWHG� ZLWK� DQ
H[WHQVLRQ� RI� GHEW� PDWXULWLHV�� ,QVROYHQW� ILUPV�� RQ� WKH� RWKHU� KDQG�� ZRXOG
UHTXLUH� GHEW� ZULWH�GRZQV� DQG� FRQYHUVLRQV�� ILQDQFLDO� DQG� PDQDJHULDO
UHRUJDQL]DWLRQ��DQG�ZKHUH�VROYHQF\�FDQQRW�EH�UHVWRUHG�WKURXJK�VXFK�PHDQV�
OLTXLGDWLRQ��7KHVH�SURFHGXUHV�DUH�XVHG�QRW�RQO\�IRU�SULYDWH�GHEW��&KDSWHU��
RI�WKH�&RGH�GHDOV�ZLWK�SXEOLF�GHEWRUV��PXQLFLSDOLWLHV��DQG�DSSOLHV�WKH�VDPH
SULQFLSOHV��6LPLODU�DUUDQJHPHQWV�H[LVW�LQ�PRVW�RWKHU�LQGXVWULDO�FRXQWULHV���

1DWXUDOO\��WKH�DSSOLFDWLRQ�RI�VXFK�SULQFLSOHV�WR�FURVV�ERUGHU�GHEW�LQYROYHV�D
QXPEHU� RI� FRPSOH[� LVVXHV�� :KDW� LV� XQGHU� FRQVLGHUDWLRQ� KHUH� LV� QRW� WKH
UHVROXWLRQ� RI� LQGLYLGXDO� FDVHV� RI� FURVV�ERUGHU� FODLPV�� EXW� V\VWHPLF
LOOLTXLGLW\�SUREOHPV�DVVRFLDWHG�ZLWK�D�JHQHUDOL]HG� UXVK� WR�H[LW� DQG� UXQ�RQ
WKH�FXUUHQF\��,QGLYLGXDO�GHEWRUV�PD\�HQMR\�LQVROYHQF\�SURWHFWLRQ�VXEMHFW�WR
SURYLVLRQV� LQ� WKHLU�FRQWUDFWV�ZLWK� WKH�FUHGLWRUV�� LQFOXGLQJ�FROOHFWLYH�DFWLRQ
FODXVHV� LQ� ERQG� FRQWUDFWV� GHVLJQHG� WR� DOORZ� FKDQJHV� LQ� WKH� SD\PHQW
WHUPV���� +RZHYHU�� ZKLOH� KHOSIXO�� XQGHU� JHQHUDOL]HG� GHEW� UXQV� VXFK
SURYLVLRQV�GR�QRW�RIIHU�PXFK� UHOLHI� WR� WKH� FRXQWU\� FRQFHUQHG�� HYHQ� LI� WKH
EXON�RI�WKH�H[WHUQDO�GHEW� LV�RZHG�E\�SULYDWH�EDQNV�DQG�ILUPV��:KHQ�WKHUH
DUH�QXPHURXV�GHEWRUV��LW�LV�YHU\�GLIILFXOW�WR�DFWLYDWH�DSSURSULDWH�SURFHGXUHV
VLPXOWDQHRXVO\� IRU� DOO� VR� DV� WR� KDOW� WKH� UXQ� RQ� WKH� FXUUHQF\�� 0RUH
LPSRUWDQWO\��DV� LQ�(DVW�$VLD��PRVW�SULYDWH�GHEWRUV�PD\� LQGHHG�EH� VROYHQW�
EXW�WKH�FRXQWU\�PD\�QRW�KDYH�WKH�UHVHUYHV�WR�PHHW�WKH�GHPDQG�IRU�IRUHLJQ
H[FKDQJH�� +RZHYHU�� DV� QRWHG� DERYH�� GHEW� UXQV� FDQ� PDNH� VXFK� GHEWRUV
LQVROYHQW�� DQG� WKLV� GDQJHU� LV� JUHDWHU� ZKHQ� H[WHUQDO� GHEW� LV� RZHG� E\� WKH
SULYDWH�VHFWRU�DQG�H[FKDQJH�FRQWUROV�KDYH�EHHQ�GLVPDQWOHG��7KXV� WKH� WDVN
RI� VWHPPLQJ� UXQV� RQ� WKH� FXUUHQF\� IDOOV� RQ� WKH� JRYHUQPHQWV� RI� GHEWRU
FRXQWULHV�

&XUUHQW� MXGLFLDO� SUDFWLFHV� DQG�JRYHUQPHQW�SROLFLHV� LQ� WKH�PDMRU� LQGXVWULDO
FRXQWULHV� GR� QRW� DOORZ� GHEWRU� JRYHUQPHQWV� WR� EHQHILW� IURP� VWDQGVWLOO
SURYLVLRQV�UHJDUGLQJ�WKHLU�H[WHUQDO�GHEW��,Q�WKLV�FRQWH[W��D�TXHVWLRQ�DULVHV�DV
WR� ZKHWKHU� WKH� SURYLVLRQV� RI� WKH� $UWLFOHV� RI� $JUHHPHQW� RI� WKH� ,0)� FDQ
SURYLGH� D� VWDWXWRU\� EDVLV� IRU� DFWLRQ� E\� GHEWRU� JRYHUQPHQWV� WKURXJK
H[FKDQJH�FRQWUROV��7KH�PRVW�UHOHYDQW�SURYLVLRQV�DUH�LQ�$UWLFOH�9,,,��VHFWLRQ
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��E��� 
([FKDQJH�FRQWUDFWV�ZKLFK�LQYROYH�WKH�FXUUHQF\�RI�DQ\�PHPEHU�DQG
ZKLFK� DUH� FRQWUDU\� WR� WKH� H[FKDQJH� FRQWURO� UHJXODWLRQV� RI� WKDW� PHPEHU
PDLQWDLQHG� RU� LPSRVHG� FRQVLVWHQWO\� ZLWK� WKLV� $JUHHPHQW� VKDOO� EH
XQHQIRUFHDEOH�LQ�WKH�WHUULWRULHV�RI�DQ\�PHPEHU��,Q�DGGLWLRQ��PHPEHUV�PD\�
E\� PXWXDO� DFFRUG�� FRRSHUDWH� LQ� PHDVXUHV� IRU� WKH� SXUSRVH� RI� PDNLQJ� WKH
H[FKDQJH� FRQWURO� UHJXODWLRQV� RI� HLWKHU� PHPEHU� PRUH� HIIHFWLYH�� SURYLGHG
WKDW� VXFK� PHDVXUHV� DQG� UHJXODWLRQV� DUH� FRQVLVWHQW� ZLWK� WKLV� $JUHHPHQW
�
7KLV�$UWLFOH�KDV�JLYHQ�ULVH�WR�D�QXPEHU�RI�FRQIOLFWLQJ�LQWHUSUHWDWLRQV�DV�WR
WKH�ODWLWXGH�LW�SURYLGHV�IRU�JRYHUQPHQWV�WR�LPSRVH�VWDQGVWLOOV�RQ�SD\PHQW�RI
H[WHUQDO� REOLJDWLRQV�� ,Q� SUDFWLFH� JRYHUQPHQWV� DUH� UHOXFWDQW� WR� UHVRUW� WR
XQLODWHUDO�VXVSHQVLRQ�RI�GHEW� VHUYLFLQJ�DQG�H[FKDQJH�FRQWUROV� HYHQ� LQ� WKH
H[WUHPH� HYHQW� RI� ILQDQFLDO� SDQLF� VLQFH�� DV� UHFRJQL]HG� E\� WKH� ,0)�� 
WKHUH
H[LVWV�QR�ZHOO�GHILQHG�DQG�DFFHSWHG�OHJDO�SURFHVV�WKDW�LV�DSSOLFDEOH�LQ�VXFK
FDVHV
��VR�WKDW�
WKH�SURFHVV�RI�GHEW�UHVROXWLRQ�E\�LQYROXQWDU\�UHVWUXFWXULQJ�LV
QHFHVVDULO\� DG� KRF� ZLWK� XQFHUWDLQ� RXWFRPH
� DQG� 
LQYROXQWDU\� GHEW
UHVWUXFWXULQJ� ZLOO� GDPDJH� FUHGLWZRUWKLQHVV� DQG� PD\� LQFUHDVH� WKH� FRVW� RI
DFFHVVLQJ�LQWHUQDWLRQDO�PDUNHWV�LQ�WKH�IXWXUH
��,0)�����������

,Q�YLHZ�RI�WKH�GHILFLHQFLHV�RI�FXUUHQW�LQVWLWXWLRQDO�DUUDQJHPHQWV�IRU�GHDOLQJ
ZLWK�GHEW�FULVHV��DQG� WKH� LQFUHDVHG�FDSDFLW\�RI� ILQDQFLDO�PDUNHWV� WR� LQIOLFW
VHULRXV�GDPDJH��WKHUH�LV�QRZ�D�JURZLQJ�UHFRJQLWLRQ�RI�WKH�QHHG�IRU�UHIRUP�
2QH�SURSRVDO�LV�WR�FUHDWH�DQ�LQWHUQDWLRQDO�EDQNUXSWF\�FRXUW�LQ�RUGHU�WR�DSSO\
DQ�LQWHUQDWLRQDO�YHUVLRQ�RI�FKDSWHU�����RU�FKDSWHU����GUDZQ�XS�LQ�WKH�IRUP
RI� DQ� LQWHUQDWLRQDO� WUHDW\� UDWLILHG� E\� DOO� PHPEHUV� RI� WKH� 8QLWHG� 1DWLRQV
�5DIIHU��������$�OHVV�DPELWLRXV�DQG�SHUKDSV�PRUH�IHDVLEOH�RSWLRQ�ZRXOG�EH
WR�HVWDEOLVK�D�IUDPHZRUN�IRU�WKH�DSSOLFDWLRQ�WR�LQWHUQDWLRQDO�GHEWRUV�RI�NH\
LQVROYHQF\� SULQFLSOHV�� QDPHO\� GHEW� VWDQGVWLOO� DQG� GHEWRU�LQ�SRVVHVVLRQ
ILQDQFLQJ�� DQG� WR� FRPELQH� WKHP� ZLWK� WKH� HVWDEOLVKHG� SUDFWLFHV� IRU
UHVWUXFWXULQJ�GHEW�

2Q� RQH� YLHZ�� XQGHU� VXFK� D� IUDPHZRUN�� VWDQGVWLOOV� ZRXOG� QHHG� WR� EH
VDQFWLRQHG�E\�WKH�,0)��
XSRQ�GHWHUPLQDWLRQ�E\�WKH�([HFXWLYH�%RDUG�RI�WKH
,0)�� WKH�GHEWRU�JRYHUQPHQW�ZRXOG�EH�SURWHFWHG�IURP�OHJDO�FKDOOHQJHV�E\
LWV�FUHGLWRUV�IRU�LPPHGLDWH�GHEW�FROOHFWLRQ
��6DFKV�����D�������,W�KDV�LQ�IDFW
EHHQ�VXJJHVWHG�WKDW�
D�GHILQLWLYH�LQWHUSUHWDWLRQ�RI�$UWLFOH�9,,,������E��ZRXOG
VXSSRUW�WKH�,0)�LQ�WKLV�UROH�HYHQ�LI�LW�GLG�QRW�KDYH�OHJDO�HIIHFW�LQ�QDWLRQDO
FRXUWV
� �(LFKHQJUHHQ�DQG�3RUWHV������������7KH�&DQDGLDQ�JRYHUQPHQW�KDV
JRQH�IXUWKHU��SURSRVLQJ�DQ�
HPHUJHQF\�VWDQGVWLOO�FODXVH
�WR�EH�PDQGDWHG�E\
,0)�PHPEHUV����+RZHYHU��LW�ZRXOG�EH�GLIILFXOW�WR�DYRLG�GHOD\V�DQG�SDQLFV
LQ� DQ\� SURFHGXUH� UHTXLULQJ� SULRU� FRQVXOWDWLRQV� ZLWK� WKH� )XQG��0RUHRYHU�
WKHUH�LV�D�SUREOHP�RI�FRQIOLFW�RI�LQWHUHVW��7KH�([HFXWLYH�%RDUG�RI�WKH�,0)�LV
QRW�D�QHXWUDO�ERG\�ZKLFK�FRXOG�EH�H[SHFWHG�WR�DFW�DV�DQ�LQGHSHQGHQW�DUELWHU�
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EHFDXVH�FRXQWULHV�DIIHFWHG�E\�LWV�GHFLVLRQV�DUH�DOVR�DPRQJ�LWV�VKDUHKROGHUV�
%HVLGHV� WKH� )XQG� LWVHOI� LV� D� FUHGLWRU� DQG� D� VRXUFH� RI� QHZ� PRQH\�� $Q
DOWHUQDWLYH�SURFHGXUH�ZRXOG�EH� WR�DOORZ�FRXQWULHV�PHHWLQJ�FHUWDLQ�H[�DQWH
FULWHULD� GXULQJ� $UWLFOH� ,9� FRQVXOWDWLRQV� WR� KDYH� WKH� ULJKW� WR� LPSRVH
VWDQGVWLOOV�VKRXOG�WKHLU�FXUUHQFLHV�FRPH�XQGHU�DWWDFN��7KLV�ZRXOG�EH�VLPLODU
WR� SUHTXDOLILFDWLRQ� LQ� OHQGHU�RI�ODVW� UHVRUW� ILQDQFLQJ� GLVFXVVHG� DERYH�� DQG
ZKLOH� VXFK� D� SURFHGXUH�ZRXOG� VXIIHU� IURP� WKH� VDPH� GUDZEDFNV�� LW�ZRXOG
FHUWDLQO\�EH�VXSHULRU� WR�D�SURFHGXUH�HQWDLOLQJ�OHQJWK\�H[�SRVW�QHJRWLDWLRQV
ZLWK�WKH�,0)�

8QGHU� DQRWKHU� DOWHUQDWLYH�� ZKLFK� LV� IUHH� RI� WKH� REMHFWLRQV� WR� SURFHGXUHV
LQYROYLQJ� VDQFWLRQ� E\� WKH� ,0)�� WKH� GHFLVLRQ� IRU� VWDQGVWLOO� FRXOG� EH� WDNHQ
XQLODWHUDOO\� E\� WKH� GHEWRU� FRXQWU\� DQG� WKHQ� VXEPLWWHG� WR� DQ� LQGHSHQGHQW
SDQHO�IRU�DSSURYDO�ZLWKLQ�D�VSHFLILHG�SHULRG��,WV�UXOLQJ�ZRXOG�QHHG�WR�KDYH
OHJDO�IRUFH�LQ�QDWLRQDO�FRXUWV�IRU�WKH�GHEWRU�WR�HQMR\�LQVROYHQF\�SURWHFWLRQ�
6XFK�D�SURFHGXUH�ZRXOG�LQ�LPSRUWDQW�UHVSHFWV�EH�VLPLODU�WR�:72�VDIHJXDUG
SURYLVLRQV�DOORZLQJ�FRXQWULHV�WR�WDNH�HPHUJHQF\�DFWLRQV���

5HFRJQL]LQJ�WKH�GLIILFXOWLHV�LQ�HVWDEOLVKLQJ�LQWHUQDWLRQDOO\�DJUHHG�VWDQGVWLOO
SURYLVLRQV��HPSKDVLV�KDV�EHHQ�SODFHG��QRWDEO\�E\�WKH�*URXS�RI����ZRUNLQJ
JURXS��RQ�YROXQWDU\�PHFKDQLVPV����7KH�GLOHPPD�KHUH�LV�WKDW�WKH�QHHG�IRU
PDQGDWRU\� SURYLVLRQV� KDV� DULVHQ� SUHFLVHO\� EHFDXVH� YROXQWDU\� DSSURDFKHV
KDYH�QRW�ZRUNHG�LQ�VWHPPLQJ�GHEW�UXQV��2Q�WKH�RWKHU�KDQG��ZKLOH�D�QXPEHU
RI�SURSRVDOV�KDYH�EHHQ�PDGH�WR�LQWURGXFH�PHFKDQLVPV�WR�SURYLGH�DXWRPDWLF
WULJJHUV�� VXFK�DV� FRPSUHKHQVLYH�ERQG�FRYHQDQWV�RU�GHEW� UROO�RYHU� RSWLRQV
GHVLJQHG� WR� HQDEOH�GHEWRUV� WR� VXVSHQG�SD\PHQWV�� WKHVH� DUH�XQOLNHO\� WR� EH
LQWURGXFHG�YROXQWDULO\�DQG�ZRXOG�QHHG�DQ�LQWHUQDWLRQDO�PDQGDWH����7KXV��LQ
WKH� DEVHQFH� RI� D� JHQXLQH� OHQGHU� RI� ODVW� UHVRUW�� DQ� LQWHUQDWLRQDOO\� DJUHHG
VWDQGVWLOO� ZRXOG� DSSHDU� WR� EH� WKH� RQO\� HIIHFWLYH� PHFKDQLVP� WR� VWRS� VHOI�
IXOOLQJ�GHEW�UXQV�

,I�WKH\�DUH�WR�KDYH�WKH�GHVLUHG�HIIHFW�RQ�FXUUHQF\�VWDELOLW\��GHEW�VWDQGVWLOOV
VKRXOG� EH� DFFRPSDQLHG� E\� WHPSRUDU\� H[FKDQJH� FRQWUROV� RYHU� DOO
FDSLWDO�DFFRXQW� WUDQVDFWLRQV� E\� UHVLGHQWV� DQG� QRQ�UHVLGHQWV� DOLNH�� 7KHUH
ZRXOG�DOVR�EH�D�QHHG�WR�FRPELQH�GHEW�VWDQGVWLOOV�ZLWK�GHEWRU�LQ�SRVVHVVLRQ
ILQDQFLQJ� LQ� RUGHU� WR� UHSOHQLVK� WKH� UHVHUYHV� RI� WKH� GHEWRU� FRXQWU\� DQG
SURYLGH�ZRUNLQJ�FDSLWDO��7KLV�ZRXOG�PHDQ�,0)� 
OHQGLQJ�LQWR�DUUHDUV
��7KH
IXQGV� UHTXLUHG� IRU� VXFK� HPHUJHQF\� OHQGLQJ�ZRXOG� EH�PXFK� OHVV� WKDQ� WKH
VFDOH� RI� EDLORXW� RSHUDWLRQV�� 0RUHRYHU�� WKH� )XQG� FRXOG� DOVR� KHOS� DUUDQJH
HPHUJHQF\�OHQGLQJ�IURP�SULYDWH�FDSLWDO�PDUNHWV�ZLWK�VHQLRULW\�VWDWXV�
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/HJDOO\� VDQFWLRQHG� VWDQGVWLOOV� ZRXOG� IDFLOLWDWH� GHEW� UHVWUXFWXULQJ
QHJRWLDWLRQV��)RU�VRYHUHLJQ�GHEW� WR�SULYDWH� FUHGLWRUV�� UHRUJDQL]DWLRQ� FRXOG
EH�FDUULHG�RXW�WKURXJK�QHJRWLDWLRQV�ZLWK�WKH�FUHGLWRUV��DQG�WKH�,0)�FRXOG�EH
H[SHFWHG� WR� FRQWLQXH� WR� SOD\� DQ� LPSRUWDQW� UROH� E\� SURYLGLQJ� D� IRUXP� IRU
QHJRWLDWLRQV� EHWZHHQ� FUHGLWRUV� DQG� GHEWRU� JRYHUQPHQWV�� 6SHFLDO
DUUDQJHPHQWV� ZRXOG� EH� QHHGHG� IRU� ERQGV�� DQG� WKH� FRYHQDQWV� PHQWLRQHG
DERYH�ZRXOG�IDFLOLWDWH�WKHLU�UHVWUXFWXULQJ�

)RU� SULYDWH� GHEWRUV�� JRYHUQPHQW� LQYROYHPHQW� LQ� QHJRWLDWLRQV� ZRXOG� EH
LQHYLWDEOH�ZKHQ�WKH�VWDELOLW\�RI�WKH�GRPHVWLF�EDQNLQJ�V\VWHP�ZDV�DW�VWDNH�
,Q� SDVW� HSLVRGHV� RI� FULVLV�� QHJRWLDWHG� VHWWOHPHQWV� RIWHQ� UHVXOWHG� LQ� WKH
VRFLDOL]DWLRQ�RI�SULYDWH�GHEW�ZKHQ�WKH�JRYHUQPHQWV�RI�GHYHORSLQJ�FRXQWULHV
ZHUH�IRUFHG�WR�DVVXPH�ORDQ�ORVVHV����6XFK�SUDFWLFHV�DUH�QRW�FRQVLVWHQW�ZLWK
EDQNUXSWF\� SULQFLSOHV� DQG� PDNH� UHVWUXFWXULQJ� PRUH� GLIILFXOW�� 7KH
LQWURGXFWLRQ�RI�DQ�LQWHUQDWLRQDOO\�VDQFWLRQHG�DXWRPDWLF�VWD\�� WRJHWKHU�ZLWK
GHEWRU�LQ�SRVVHVVLRQ� ILQDQFLQJ�� FRXOG� KHOS� WR� UHOLHYH� VXFK� SUHVVXUHV�
-XGLFLDO�SURFHGXUHV�FRXOG�EH�DSSOLHG�WR�LQGLYLGXDO�GHEWRUV�DFFRUGLQJ�WR�WKH
ODZ�DQG�WKH�IRUXP�JRYHUQLQJ�WKH�FRQWUDFWV�DW�LVVXH��7KHLU�DSSOLFDWLRQ�ZRXOG
EH�JUHDWO\� IDFLOLWDWHG�E\� WKH�H[LVWHQFH�RI�SURSHU�EDQNUXSWF\�SURFHGXUHV� LQ
GHEWRU� FRXQWULHV�� ,QGHHG�� LW� ZRXOG� EH� LQ� WKH� LQWHUHVW� RI� WKRVH� FRXQWULHV
ODFNLQJ�VXFK�SURFHGXUHV�WR�HVWDEOLVK�GRPHVWLF�LQVROYHQF\�UHJLPHV�LQ�RUGHU
WR�DOORZ�DQ�RUGHUO\�UHVROXWLRQ�RI�GHEW�FULVHV�DQG�WR�UHGXFH�WKHLU�OLNHOLKRRG
E\�UHGXFLQJ�XQFHUWDLQWLHV�DQG�UDLVLQJ�FRQILGHQFH�

:ULWLQJ� VXFK� D� VWDQGVWLOO� PHFKDQLVP� LQWR� WKH� UXOHV� DQG� FRQGLWLRQV
JRYHUQLQJ� LQWHUQDWLRQDO� ILQDQFLDO� FRQWUDFWV� ZRXOG� PHDQ� WKDW� OHQGHUV� DQG
LQYHVWRUV�NQHZ�LQ�DGYDQFH�WKDW�WKH\�PLJKW�EH�ORFNHG�LQ��VKRXOG�D�ILQDQFLDO
SDQLF� GHYHORS� DQG� D� FRXQWU\
V� FXUUHQF\� FRPH� XQGHU� DWWDFN�� 7KLV� VKRXOG
SURPRWH� D�EHWWHU� DVVHVVPHQW� RI� ULVNV�� HOLPLQDWH�PRUDO� KD]DUG�� DQG� UHGXFH
SXUHO\�VSHFXODWLYH�VKRUW�WHUP�FDSLWDO� IORZV� WR�HPHUJLQJ�PDUNHWV�� ,W�ZRXOG
DOVR�HOLPLQDWH�WKH�QHHG�IRU�ODUJH�VFDOH�EDLORXWV��7RJHWKHU�ZLWK�,0)�OHQGLQJ
LQWR�DUUHDUV��LW�ZRXOG�SUHYHQW�DQ�XQQHFHVVDU\�VTXHH]H�RQ�WKH�HFRQRP\�DQG
FROODWHUDO� GDPDJH� IRU� ILUPV� DQG� RWKHU� HFRQRPLF� DJHQWV� EHDULQJ� QR
UHVSRQVLELOLW\�IRU�WKH�ILQDQFLDO�FULVHV��ZKLOH�DOORZLQJ�WKH�FRXQWU\�EUHDWKLQJ
VSDFH�WR�GHVLJQ�DQG�QHJRWLDWH�DQ�RUGHUO\�GHEW�UHRUJDQL]DWLRQ�SODQ��2YHUDOO�
VXFK� RUGHUO\� ZRUNRXW� SURFHGXUHV� ZRXOG� SURPRWH� JUHDWHU� VWDELOLW\� DQG
FRQWULEXWH� WR� D�PRUH� HTXLWDEOH� DOORFDWLRQ�RI� WKH� FRVWV� RI� D� FULVLV� EHWZHHQ
OHQGHUV�DQG�ERUURZHUV�
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*LYHQ� WKH� LQKHUHQW� LQVWDELOLW\� RI� LQWHUQDWLRQDO� FDSLWDO� PRYHPHQWV�� UHFHQW
H[SHULHQFH� VKRZV� WKDW� DQ\� FRXQWU\� FORVHO\� LQWHJUDWHG� LQWR� WKH� JOREDO
ILQDQFLDO� V\VWHP� LV� VXVFHSWLEOH� WR� ILQDQFLDO� FULVHV� DQG� FXUUHQF\� WXUPRLO�
'HYHORSLQJ�FRXQWULHV�DUH�SDUWLFXODUO\�YXOQHUDEOH�RZLQJ�WR�WKHLU�GHSHQGHQFH
RQ� IRUHLJQ� FDSLWDO� DQG� WKHLU� QHW� H[WHUQDO� LQGHEWHGQHVV�� ,QGHHG�� WKH� UHFHQW
ERXWV�RI�FULVLV�LQ�HPHUJLQJ�ILQDQFLDO�PDUNHWV�KDYH�SRLQWHG�WR�WKH� OLPLWV�RI
QDWLRQDO�SROLF\� UHVSRQVHV� IRU�GHDOLQJ�ZLWK� VXFK�FULVHV� DQG�KDYH�SURYRNHG
ZLGHVSUHDG�DJUHHPHQW�WKDW�WKHUH�DUH�VWUXFWXUDO�DQG�LQVWLWXWLRQDO�ZHDNQHVVHV
UHJDUGLQJ�WKHLU�SUHYHQWLRQ�DQG�PDQDJHPHQW��6LQFH�V\VWHPLF�GHILFLHQFLHV�LQ
WKH�FXUUHQW�UHJLPH�IRU�FDSLWDO�IORZV�DQG�H[FKDQJH�UDWHV�UHJXODUO\�JLYH�ULVH
WR�FRVWO\�ILQDQFLDO�FULVHV�LQ�GHYHORSLQJ�FRXQWULHV�UHJDUGOHVV�RI�LQVWLWXWLRQDO
DQG� SROLF\� GLIIHUHQFHV� DPRQJVW� WKHP�� IRU� VXFK� FRXQWULHV� JOREDO� ILQDQFLDO
UHIRUP�LV�DQ�LVVXH�GHVHUYLQJ�WRS�SULRULW\�

,Q� DQ� LGHDO� ZRUOG�� JOREDO� DUUDQJHPHQWV� GHVLJQHG� IRU� WKH� SUHYHQWLRQ� DQG
PDQDJHPHQW� RI� ILQDQFLDO� LQVWDELOLW\� DQG� FULVHV� ZRXOG� LQFOXGH� �L�� VRPH
FRPELQDWLRQ� RI� GLVFORVXUH� DQG� WUDQVSDUHQF\� E\� ERWK� SXEOLF� DQG� SULYDWH
LQVWLWXWLRQV�� �LL�� HIIHFWLYH� VXUYHLOODQFH� RYHU� QDWLRQDO� PDFURHFRQRPLF� DQG
ILQDQFLDO�SROLFLHV���LLL��JOREDOO\�DJUHHG�EXW�QDWLRQDOO\�LPSOHPHQWHG�UXOHV�IRU
WKH�FRQWURO�RI�FDSLWDO� IORZV� WKURXJK�RYHUVLJKW�RI� LQWHUQDWLRQDO� OHQGHUV�DQG
ERUURZHUV�� �LY�� DQ� OHQGHU� RI� ODVW� UHVRUW� ZLWK� GLVFUHWLRQ� WR� FUHDWH� LWV� RZQ
OLTXLGLW\��DQG��Y��RUGHUO\�GHEW�ZRUNRXW�SURFHGXUHV�LQ�LQWHUQDWLRQDO�ILQDQFH�

+RZHYHU��VXFK�D�ZRUOG�LV�VWLOO�D�UHPRWH�SURVSHFW��6R�IDU��HIIRUWV�WR�UHGHVLJQ
WKH� ILQDQFLDO� DUFKLWHFWXUH� KDYH� EHHQ� KRVWDJH� WR� GLVDJUHHPHQWV� DPRQJ� WKH
*±��FRXQWULHV��7KH�FDVH�IRU�LPSURYHG�GLVFORVXUH�DQG�WUDQVSDUHQF\� LV�QRZ
ZLGHO\� DFFHSWHG�� DV� LV� WKDW� IRU� VWUHQJWKHQHG� ILQDQFLDO� UHJXODWLRQ� DQG
VXSHUYLVLRQ�� ,QGHHG�� LQ� ERWK� FDVHV� WKH� SRWHQWLDO� EHQHILWV�� ZKLOH� UHDO�� DUH
RIWHQ� H[DJJHUDWHG�� %XW� WKHUH� LV� PRUH� UHVLVWDQFH� WR� UHIRUP� RI� PXOWLODWHUDO
VXUYHLOODQFH� RYHU� PRQHWDU\� DQG� H[FKDQJH�UDWH� SROLFLHV� RI� WKH� PDMRU
LQGXVWULDO�FRXQWULHV��DQG�SURVSHFWV�IRU�FXUELQJ�ILQDQFLDO�LQVWDELOLW\�WKURXJK
JOREDO�UXOHV�DQG�FRQWUROV�RYHU�LQWHUQDWLRQDO�FDSLWDO�PRYHPHQWV�DUH�HTXDOO\
EOHDN�� 7KHUH� LV� DOVR� XQZLOOLQJQHVV� WR� HVWDEOLVK� D� JHQXLQH� LQWHUQDWLRQDO
OHQGHU� RI� ODVW� UHVRUW�� ,QVWHDG�� WKH� WHQGHQF\� LV� WR� LQWURGXFH� VROXWLRQV
LQYROYLQJ� OLPLWHG� LQFUHDVHV� LQ� WKH� DYDLODELOLW\� RI� H[WHUQDO� ILQDQFLQJ
GHVLJQHG� WR� LPSRVH�GLVFLSOLQH�RQ�GHEWRU� FRXQWULHV� DQG� WR� NHHS� WKHP�RQ� D
VKRUW�OHDVK��%\�FRQWUDVW��SROLWLFDO�VXSSRUW�LV�JURZLQJ�LQ�WKH�PDMRU�LQGXVWULDO
FRXQWULHV�IRU�PRUH�RUGHUO\�GHEW�ZRUNRXW�SURFHGXUHV��DQG�IRU�LQYROYLQJ�WKH
SULYDWH�VHFWRU�LQ�WKH�UHVROXWLRQ�RI�ILQDQFLDO�FULVHV�
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7KXV�� LQ� WKH� FXUUHQW� SROLWLFDO� HQYLURQPHQW� D� IHDVLEOH� VWUDWHJ\� RIIHULQJ
FRQVLGHUDEOH�SRWHQWLDO� EHQHILWV� WR� GHYHORSLQJ� FRXQWULHV� LQ� WKHLU� VHDUFK� IRU
JUHDWHU� ILQDQFLDO� VWDELOLW\� ZRXOG� LQYROYH� SUHVHUYDWLRQ� RI� WKH� SULQFLSOH� RI
QDWLRQDO� FRQWURO� RYHU� FDSLWDO� IORZV� WRJHWKHU� ZLWK� LQWHUQDWLRQDOO\� DJUHHG
DUUDQJHPHQWV�IRU�GHEW�VWDQGVWLOOV�DQG�OHQGLQJ�LQWR�DUUHDUV��7KLV�HPSKDVLV�RQ
WKH�LPSRUWDQFH�RI�FRQWLQXLQJ�QDWLRQDO�SROLF\�DXWRQRP\�LV�OLQNHG�WR�YDULRXV
IHDWXUHV� RI� WKH� HDUOLHU� GLVFXVVLRQ� RI� WKLV� SDSHU��:D\V� KDYH� QRW� \HW� EHHQ
IRXQG� DW� D� JOREDO� OHYHO� WR� HOLPLQDWH� WKH� FURVV�ERUGHU� WUDQVPLVVLRQ� RI
ILQDQFLDO�VKRFNV�DVVRFLDWHG�ZLWK�JUHDWHU�JOREDO�ILQDQFLDO�LQWHJUDWLRQ�RU�RWKHU
SUHVVXUHV� FRQQHFWHG� ZLWK� FDSLWDO� PRYHPHQWV� ZKLFK� DUH� FDSDEOH� RI
WULJJHULQJ� ILQDQFLDO� FULVHV�� $QG� WKH� LQWHUQDWLRQDO� ILQDQFLDO� V\VWHP� ZLOO
FRQWLQXH�WR�EH�DIIHFWHG�LQ�XQSUHGLFWDEOH�ZD\V�E\�RQJRLQJ�WHFKQRORJLFDO�DQG
WUDQVDFWLRQDO� LQQRYDWLRQ�� VR� WKDW� DQ\� LQWHUQDWLRQDO� UHJLPH� LQYROYLQJ
VXEVWDQWLDO�FRQVWUDLQWV�RQ�SROLF\�DXWRQRP\�UHJDUGLQJ�WKH�FDSLWDO�DFFRXQW�RI
WKH�EDODQFH�RI� SD\PHQWV� ULVNV� EHLQJ�RYHUWDNHQ�E\� FKDQJHV� UHTXLULQJ�QHZ
SROLF\� UHVSRQVHV�� 7KH� QHHG� IRU� WKLV� DXWRQRP\� LV� DQ� DUJXPHQW� DJDLQVW
LQWHUQDWLRQDO� DJUHHPHQWV� RQ� FDSLWDO�DFFRXQW� FRQYHUWLELOLW\�� LQWHUQDWLRQDO
LQYHVWPHQW��RU�ZKROHVDOH� OLEHUDOL]DWLRQ�RI� ILQDQFLDO�VHUYLFHV�� ,W�DOVR�SRLQWV
WR�FDXWLRQ�UHJDUGLQJ�WKH�DWWULEXWLRQ�RI�DGGLWLRQDO�SRZHUV�RYHU�LQWHUQDWLRQDO
FDSLWDO�PRYHPHQWV� WR� H[LVWLQJ�JOREDO� ILQDQFLDO� LQVWLWXWLRQV� �RU� WR� SRVVLEOH
QHZ�RQHV�ZKLFK�FDQ�EH�HQYLVDJHG��RZLQJ�WR�GRPLQDWLRQ�E\�FRXQWULHV�ZLWK
VWURQJ�YHVWHG�LQWHUHVWV�LQ�IXUWKHU�ILQDQFLDO�OLEHUDOL]DWLRQ�

127(6

��2IIVKRUH� FXUUHQF\�PDUNHWV� ZKLFK�� OLNH� RIIVKRUH� EDQNLQJ�� ODFN� D� JHQHUDOO\� DFFHSWHG
SUHFLVH�GHILQLWLRQ��UHIHU�WR�ILQDQFLDO�DFWLYLWLHV�LQ�FXUUHQFLHV�RWKHU�WKDQ�WKDW�RI�WKH�FRXQWU\
ZKHUH� WKH\� DUH� ORFDWHG� RU� EHWZHHQ� QRQ�UHVLGHQWV� RI� WKLV� FRXQWU\� �RU� WR� DFWLYLWLHV
FKDUDFWHUL]HG� E\� ERWK� IHDWXUHV��� 7\SLFDOO\�� WKH\� DUH� IUHH� RI� PDQ\� RI� WKH� PRQHWDU\
FRQWUROV� DQG� UHJXODWLRQV� ZKLFK� DSSO\� WR� RQVKRUH� PDUNHWV�� DQG� EHQHILW� IURP� WD[
DGYDQWDJHV�

� 
%\�WKH�WLPH�WKDW�WKH�DGMXVWDEOH�SHJ�ZDV�DEDQGRQHG��FDSLWDO�PRELOLW\�KDG�GHYHORSHG
WR�WKH�SRLQW�ZKHUH�WKH�%XQGHVEDQN�FRXOG�WDNH�LQ�ZHOO�RYHU����ELOOLRQ�LQ�DQ�KRXU�ZKHQ
WKH�PDUNHW�KDG�FRPH�WR�H[SHFW�WKDW�DQRWKHU�SDULW\�FKDQJH�ZDV�LPSHQGLQJ
��:LOOLDPVRQ
����������

� ,Q� WKH� SODQQLQJ� IRU� WKH� SRVWZDU� ZRUOG�� WKH� RUJDQL]DWLRQV� UHVSRQVLEOH� IRU� JOREDO
HFRQRPLF�JRYHUQDQFH�ZHUH� OLQNHG� WR� WKH�8QLWHG�1DWLRQV��ZKLFK�ZRXOG�EH� UHVSRQVLEOH
IRU�WKH�PDLQWHQDQFH�RI�SHDFH��7KH�,0)�DQG�WKH�:RUOG�%DQN�DUH�6SHFLDOL]HG�$JHQFLHV�RI
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WKH�8QLWHG�1DWLRQV�XQGHU�$UWLFOH����RI� LWV�&KDUWHU��7KH�8QLWHG�1DWLRQV�KDV�FRQFOXGHG
DJUHHPHQWV�ZLWK�WKHP�XQGHU�$UWLFOH�����UHFRJQL]LQJ�WKHP�DV� LQGHSHQGHQW� LQWHUQDWLRQDO
RUJDQL]DWLRQV�

� &RQFHUQLQJ� WKLV� PXOWLSOLFLW\� RI� LQWHUQDWLRQDO� HFRQRPLF� RUJDQL]DWLRQV� VHH�� IRU
H[DPSOH��-DFNVRQ��������FKDS�����

� )RU�PRUH�GHWDLO��VHH�$N\�]�DQG�&RUQIRUG��������

� 'HURJDWLRQ� IURP� IXOO� FRPSOLDQFH� ZLWK� WKH� &RGH
V� REOLJDWLRQV� LV� DOVR� SRVVLEOH� LI� D
FRXQWU\
V� 
HFRQRPLF� DQG� ILQDQFLDO� VLWXDWLRQ� MXVWLILHV� VXFK� D� FRXUVH
�� 2QFH� VXUUHQGHUHG�
KRZHYHU�� WKLV� GLVSHQVDWLRQ� LV� QR� ORQJHU� DYDLODEOH��7KH� GHURJDWLRQ��ZKLFK� LQWHU� DOLD� LV
LQWHQGHG�WR�FRYHU�GHYHORSLQJ�FRXQWULHV��KDV�EHHQ�XVHG�LQ�YDULRXV�FDVHV��IRU�H[DPSOH�E\
*UHHFH�� ,FHODQG�� 6SDLQ�� 7XUNH\� DQG� 3RUWXJDO� �ZLWK� UHVSHFW� WR� LWV� RYHUVHDV� WHUULWRULHV��
6HH�2(&'������������

� 3ULRU� WR� WKH� ����� GLUHFWLYH�� WKH� ((&�(8
V� UHJLPH� IRU� FDSLWDO� PRYHPHQWV� KDG
SURYLGHG� JRYHUQPHQWV� VRPH� OHHZD\� IRU� UHVWULFWLQJ� GLIIHUHQW� FDWHJRULHV� RI� WUDQVDFWLRQ�
ZLWK� OLEHUDOL]DWLRQ�REOLJDWLRQV�ZKLFK�ZHUH� OHVV�VWULQJHQW� IRU�VKRUW�WHUP�DQG�SRWHQWLDOO\
VSHFXODWLYH�WUDQVDFWLRQV�

� )RU� D� XVHIXO� EXW� QRW� IXOO\� XS�WR�GDWH� VXUYH\� RI�PHFKDQLVPV� IRU� H[WHUQDO� SD\PHQWV
VXSSRUW� LQ� WKH�((&�� VHH�(GZDUGV� ����������±�����$V�SDUW�RI� WKH� HVWDEOLVKPHQW�RI� WKH
(FRQRPLF�DQG�0RQHWDU\�8QLRQ��WKH�(XURSHDQ�0RQHWDU\�&RRSHUDWLRQ�)XQG��WKH�YHKLFOH
ZKLFK�DGPLQLVWHUHG�VKRUW�WHUP�IDFLOLWLHV�XQGHU�WKH�KHDGLQJ�RI�PXWXDO�H[WHUQDO�ILQDQFLDO
VXSSRUW��ZDV�GLVVROYHG�DQG�LWV�IXQFWLRQV�WDNHQ�RYHU�E\�WKH�(XURSHDQ�0RQHWDU\�,QVWLWXWH
�(0,��

� 6HH�$UWLFOH���RI� WKH�VWDWXWHV�RI� WKH�%DQN�IRU� ,QWHUQDWLRQDO�6HWWOHPHQWV��)RU�D�XVHIXO
VXPPDU\�RI� WKH�KLVWRU\�� VWUXFWXUH�� IXQFWLRQV� DQG� OHJDO� VWDWXV� RI� WKH�%,6�� VHH�(GZDUGV
������� ��±����� 8QWLO� UHFHQWO\� WKH� SULQFLSDO� VKDUHKROGHUV� RI� WKH� %,6� ZHUH� ��
SUHGRPLQDQWO\�:HVW�(XURSHDQ�FHQWUDO�EDQNV��WKRVH�RI�%HOJLXP��)UDQFH��*HUPDQ\��,WDO\
DQG�8QLWHG�.LQJGRP�KROGLQJ�RYHU����SHU�FHQW�RI�WKH�YRWHV��7KH�8QLWHG�6WDWHV�)HGHUDO
5HVHUYH� SDUWLFLSDWHV� LQ� PHHWLQJV� DQG� FRPPLWWHHV� OLQNHG� WR� WKH� %,6� ZLWKRXW� EHLQJ� D
VKDUHKROGHU�� $V� D� UHVSRQVH� WR� WKH� LQFUHDVLQJO\� JOREDO� FKDUDFWHU� RI� WKH� LQWHUQDWLRQDO
ILQDQFLDO� FRRSHUDWLRQ� LQ� ZKLFK� WKH� %,6� DQG� ERGLHV� OLQNHG� WR� LW� SOD\� DQ� LQFUHDVLQJO\
LPSRUWDQW� UROH�� LQ� 6HSWHPEHU� ����� WKH� %,6� LQYLWHG� QLQH� DGGLWLRQDO� FHQWUDO� EDQNV� WR
EHFRPH� VKDUHKROGHUV�� WKRVH� RI�&KLQD��%UD]LO��+RQJ�.RQJ� �&KLQD��� ,QGLD��5HSXEOLF� RI
.RUHD��0H[LFR��5XVVLDQ�)HGHUDWLRQ��6DXGL�$UDELD�DQG�6LQJDSRUH�

�� 6HH�� IRU�H[DPSOH�� WKH�VXUYH\�RI�JOREDO�SROLF\�DFWLRQV� LQ�81&7$'������E��$QQH[�
VHFW��)��DQG�&RUQIRUG���������ZKLFK�LV�D�UHYLHZ�DUWLFOH�RI�WKH�ERRN�RI�SDSHUV�JHQHUDOO\
PRUH�V\PSDWKHWLF�WR�7RELQ
V�SURSRVDO��+DT�HW�DO��������

�� 7KH� PRUH� DPELWLRXV� SURSRVDOV� LQFOXGH� WKDW� IRU� DQ� ,QWHUQDWLRQDO� &UHGLW� ,QVXUDQFH
&RUSRUDWLRQ��ZKLFK�ZRXOG�JXDUDQWHH�LQWHUQDWLRQDO�ORDQV�IRU�D�PRGHVW�IHH��ZKLOH�VHWWLQJ�D
FHLOLQJ� RQ� WKH� DPRXQW� RI� ERUURZLQJ� E\� SDUWLFXODU� FRXQWULHV� ZKLFK� LW� ZDV� ZLOOLQJ� WR
LQVXUH��2I�WKH�DPHOLRUDWLYH�SURSRVDOV��WKDW�IRU�UDLVLQJ�WKH�FRVWV�RI�LQWHUQDWLRQDO�LQWHUEDQN
OHQGLQJ�LV�DFWXDOO\�GLVFXVVHG�EHORZ�LQ�VHFWLRQ��������DQG�RWKHUV�DUH�GHVLJQHG�WR�DFKLHYH
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REMHFWLYHV�VXFK�DV�WKH�VORZLQJ�RI�GLVLQYHVWPHQW�LQ�GHYHORSLQJ�FRXQWU\�VWRFNV�E\�PXWXDO
IXQGV��)RU�D�ORQJHU�GLVFXVVLRQ�VHH�81&7$'������D��FKDS��,9��VHFW��&����

�� )RU�D�PRUH�H[WHQGHG�GLVFXVVLRQ�VHH�81&7$'������D��3DUW�2QH��FKDS��,9��VHFW��&���
DQG�81&7$'������E��FKDS��9,��VHFW��%����

�� 2QH�VLPSOH�H[DPSOH��SRLQWHG�RXW�E\�5REHUW�0HUWRQ��LV�WKH�ZD\�LQ�ZKLFK�FURVV�ERUGHU
VZDSV� RI� LQFRPH� IORZV� PDNH� SRVVLEOH� WKH� WDNLQJ� RI� SRVLWLRQV� LQ� IRUHLJQ� DVVHWV� �LQ
0HUWRQ
V� H[DPSOH� VWRFNV�� E\� D� FRXQWU\
V� LQYHVWRUV� ZLWKRXW� WKHLU� SXUFKDVLQJ� WKH
XQGHUO\LQJ�DVVHWV�LQYROYHG��ZKLFK�PD\�EH�SURKLELWHG�E\�WKH�FRXQWU\
V�UHJLPH�IRU�FDSLWDO�
DFFRXQW�WUDQVDFWLRQV��6HH�0DVRQ��0HUWRQ��3HUROG��DQG�7XIDQR���������±���

�� 1HZ� VLWXDWLRQV� LQ� EDQNLQJ� DQG� ILQDQFH� RIWHQ� OHDG� WR� UHQHZHG� DWWHQWLRQ� WR�� RU
UHGLVFRYHU\�RI��ROG�LGHDV��DQG�LQ�WKH�FRQWH[W�RI�SRVVLEOH�IXWXUH�WHFKQLTXHV�IRU�VWDELOL]LQJ
WKH�YDOXH�RI�DVVHWV�XVHG�IRU�SD\PHQW�DQG�VHWWOHPHQW�RQH�FDQ�HQYLVDJH�UHQHZHG�LQWHUHVW
LQ�OLQNLQJ�LQWHUQDWLRQDO�PRQHWDU\�SROLF\�WR�VWDELOL]DWLRQ�RI�JRRGV�RU�FRPPRGLW\�SULFHV�
DV�SURSRVHG�WR�WKH�ILUVW�81&7$'�FRQIHUHQFH�LQ������E\�.DOGRU�HW�DO����������RU�PXFK
HDUOLHU�RQ�E\�%HQMDPLQ�*UDKDP�LQ�*UDKDP��������

�� )RU�WKH�WHUPLQRORJ\�UHJDUGLQJ�FDSLWDO�IORZV�LQ�WKLV�SDSHU�VHH�WKH�QRWHV�WR�WDEOH���

�� ,Q� WKLV� FRQWH[W� LW� VKRXOG� EH� UHFDOOHG� WKDW� )',� LQFOXGHV� QRW� RQO\� QRQ�GHEW�FUHDWLQJ
IORZV�EXW�DOVR�LQWHUFRPSDQ\�GHEW�WUDQVDFWLRQV�

�� 7KH�HPHUJLQJ�PDUNHWV�FRPSULVH�$UJHQWLQD��%UD]LO��&KLOH��&KLQD��&RORPELD��(FXDGRU�
(J\SW�� ,QGLD�� ,QGRQHVLD�� 5HSXEOLF� RI� .RUHD�� 0DOD\VLD�� 0H[LFR�� 0RURFFR�� 3HUX�
3KLOLSSLQHV��7KDLODQG��7XQLVLD��7XUNH\��8UXJXD\��DQG�9HQH]XHOD�

�� ,I�XQUHFRUGHG�QHW�FDSLWDO�RXWIORZV��HUURUV�DQG�RPLVVLRQV���D�VXEVWDQWLDO�SURSRUWLRQ�RI
ZKLFK�JHQHUDOO\�FRQVLVWV�RI�UHVLGHQWV
�SXUFKDVHV�RI�IRUHLJQ�DVVHWV��DUH�DGGHG�WR�UHFRUGHG
IORZV��WKH�SURSRUWLRQV�DUH�HYHQ�KLJKHU�

�� 7KHVH�FRVWV��ZKLFK�DUH�H[SODLQHG�LQ�PRUH�GHWDLO� LQ�VHFWLRQ�����FDQ�EH�HVWLPDWHG�IRU
WKH� DGGLWLRQDO� UHVHUYHV� DFFXPXODWHG� E\� GHYHORSLQJ� FRXQWULHV� LQ� ����±��� WR� KDYH
DPRXQWHG� WR� DERXW� ���� ELOOLRQ� �RU� DERXW� ���� SHU� FHQW� RI� WRWDO� QHW� LQIORZV� GXULQJ� WKH
SHULRG���6HH�81&7$'������E�������IRRWQRWH�����

�� 7KH� VKRUW�WHUP� H[WHUQDO� ILQDQFLQJ� GLVSOD\LQJ� VXFK� KLJKHU� YRODWLOLW\� FRPSULVHV
SRUWIROLR� LQYHVWPHQW� LQ� HTXLW\� DQG� VKRUW�WHUP�GHEW� LQVWUXPHQWV�� VXFK� DV� WUHDVXU\� ELOOV�
VKRUW�WHUP� ORDQV� RWKHU� WKDQ� WUDGH� FUHGLWV�� FKDQJHV� LQ� QRQ�UHVLGHQWV
� GRPHVWLF�FXUUHQF\
KROGLQJV�DQG�GHSRVLWV��DQG�FKDQJHV�LQ�RWKHU�VKRUW�WHUP�H[WHUQDO�OLDELOLWLHV�RI�EDQNV��)RU
D�PRUH�GHWDLOHG�GLVFXVVLRQ�VHH�81&7$'������E��FKDS��9��VHFW��'��

�� )RU�IXUWKHU�GHWDLOV�FRQFHUQLQJ�VRPH�RI�WKHVH�FULVHV�VHH�81&7$'������D��3DUW�2QH�
$QQH[�WR�FKDS��,,,��

�� )RU�WZR�VXUYH\V�RI�WKH�YROXPLQRXV�OLWHUDWXUH�RQ�WKH�VXEMHFW�VHH� 
7KH�([FKDQJH�5DWH
6\VWHP
� LQ�81&7$'� ������� DQG�5RVHQEHUJ� �������� HVSHFLDOO\� FKDSV�� ,,� DQG�;,,� �WKH
ODWWHU�GLVFXVVHV�HYLGHQFH�FRQFHUQLQJ�WUHQG���IROORZLQJ�EHKDYLRXU�RI�FXUUHQF\�WUDGHUV��
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�� 'ROODUL]DWLRQ� DGGV� IXUWKHU� WR� YXOQHUDELOLW\� VLQFH� LW� HIIHFWLYHO\� HOLPLQDWHV� WKH
GLIIHUHQFH�EHWZHHQ�UHVLGHQWV�DQG�QRQ�UHVLGHQWV�LQ�WKH�GHWHUPLQDWLRQ�RI�WKH�SURILWDELOLW\
RI�WKHLU�LQYHVWPHQWV�DQG�WKHLU�HDVH�RI�DFFHVV�WR�IRUHLJQ�DVVHWV�

�� )RU� D�PRUH� VFKHPDWLF� DFFRXQW� RI� WKH� LQFLGHQFH� RI� WKH� FRVW� RI� VXFK� ERUURZLQJ� VHH
81&7$'������E��FKDS��9��VHFW��&����

�� 7KLV�SRVVLELOLW\�LV�UDLVHG�LQ�,0)������������

�� 6HH��IRU�H[DPSOH��*URXS�RI���������E��

�� 7KLV� FRGH� LV� WR� FRPSOHPHQW� RQH� RI� JRRG� SUDFWLFH� RQ� ILVFDO� WUDQVSDUHQF\� DLPHG� DW
VWUHQJWKHQLQJ� WKH�FUHGLELOLW\�DQG�SXEOLF�XQGHUVWDQGLQJ�RI�PDFURHFRQRPLF�SROLFLHV� DQG
FKRLFHV� UHJDUGLQJ� ILVFDO� SROLFLHV�� )RU� D� VXPPDU\� RI� WKH�PDLQ� IHDWXUHV� RI� WKH� FRGH� RI
JRRG� SUDFWLFHV� RQ� WUDQVSDUHQF\� LQ� PRQHWDU\� DQG� ILQDQFLDO� SROLFLHV� DQG� GLVFXVVLRQ� RI
RWKHU�FXUUHQW�LQLWLDWLYHV� WR�VWUHQJWKHQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP��VHH�'UDJH�DQG
0DQQ����������±���

�� 7KH� TXHVWLRQ�PD\� EH� DVNHG�� IRU� H[DPSOH�� ZKHWKHU� GLVFORVXUH� GXULQJ� WKH� VSULQJ� RI
����� RI� WKH� DFFXPXODWLRQ� E\� WKH� &HQWUDO� %DQN� RI� 7KDLODQG� RI� D� ODUJH� SDUW� RI� WKH
IRUZDUG�H[FKDQJH�OLDELOLWLHV�WKDW�GHSOHWHG�LWV�QHW�IRUHLJQ�H[FKDQJH�UHVHUYHV�ZRXOG�KDYH
IRVWHUHG�PRUH�RUGHUO\�DGMXVWPHQW�RU�VLPSO\�KDYH�DFFHOHUDWHG�LWV�FXUUHQF\�FULVLV�

�� 7KH�LPSURYHG�SULYDWH�VHFWRU�WUDQVSDUHQF\�IRU�ZKLFK�FDOOV�DUH�EHLQJ�PDGH�LV�LQWHQGHG
WR�LQFOXGH�QRW�RQO\�WKH�UHSRUWLQJ�RI�ILQDQFLDO�ILUPV�EXW�DOVR�WKDW�RI�QRQ�ILQDQFLDO�HQWLWLHV�
0DQ\�RI�WKH�UHFRPPHQGDWLRQV�XQGHU�WKLV�KHDGLQJ��VXFK�DV�WKRVH�UHODWLQJ�WR�DFFRXQWLQJ
VWDQGDUGV�DQG�RWKHU�GLVFORVXUHV� UHTXLUHG� IRU� VKDUHV� OLVWHG�RQ�VWRFN�H[FKDQJHV�� UHIHU� WR
ERWK��)LQDQFLDO� UHSRUWLQJ�E\� VHYHUDO� HFRQRPLF� VHFWRUV� LV� FKDUDFWHUL]HG� E\� VSHFLILFLWLHV
DEVHQW�HOVHZKHUH��EXW�VXFK�VSHFLILFLWLHV�DUH�HVSHFLDOO\�LPSRUWDQW�IRU�WKH�ILQDQFLDO�VHFWRU
DQG� OLQNHG� LQ�PDQ\�ZD\V� LQWHJUDOO\� WR� LWV� UHJXODWLRQ� DQG� VXSHUYLVLRQ�� WKH� FKDUDFWHU� RI
ZKLFK�UHIOHFWV� LWV�FHQWUDO� UROH� LQ�HFRQRPLHV
� IXQFWLRQLQJ� DQG�VWDELOLW\�� ,Q�YLHZ�RI� WKHLU
NH\� SRVLWLRQ� LQ� FXUUHQW� UHIRUP� LQLWLDWLYHV�� WKH� GLVFXVVLRQ� KHUH� LV� OLPLWHG� WR� WKH
WUDQVSDUHQF\�LVVXHV�LQYROYLQJ�ILQDQFLDO�ILUPV�

�� (YHQ�LQ�WKH�8QLWHG�6WDWHV��ZKRVH�EDQNLQJ�VHFWRU� LV�UHTXLUHG�WR�PHHW�UHODWLYHO\�KLJK
VWDQGDUGV�RI�GLVFORVXUH�DQG�ZKHUH�WKHUH�DUH�JURZLQJ�DUJXPHQWV�IRU�LQFUHDVHG�UHOLDQFH�RQ
GLVFORVXUH� LQ� YHWWLQJ� DQG� GLVFLSOLQLQJ� EDQNV�� KLVWRULFDOO\� 
WKH� REMHFWLYH� RI� WKH� EDQN
UHJXODWRU\�DJHQFLHV�KDV�EHHQ�WR�SUHVHUYH�WKH�VRXQGQHVV�RI�LQGLYLGXDO�LQVWLWXWLRQV�DQG�WKH
LQWHJULW\�RI�WKH�EDQNLQJ�V\VWHP�DV�D�ZKROH��7KLV�REMHFWLYH�LQIOXHQFHG�WKHLU�DSSURDFK�LQ
UHTXLULQJ�FRPSOLDQFH�ZLWK�GLVFORVXUH�UHTXLUHPHQWV��*HQHUDOO\��WKH�DJHQFLHV�SUHIHUUHG�WR
DOORZ� LQVWLWXWLRQV� WLPH� WR� UHVROYH� ILQDQFLDO� GLIILFXOWLHV�� 7KLV� DSSURDFK� FOHDUO\� LV
DQWLWKHWLFDO� WR� WKH� WKHRU\� RI� D� PDUNHWSODFH� JRYHUQHG� E\� WKH� LQWHQVH� JODUH� RI� IXOO
GLVFORVXUH
��'
$ULVWD������������

�� 6HH��IRU�H[DPSOH��&DRXHWWH�HW�DO��������������

�� )RU�UHFRPPHQGDWLRQV�DV�WR�EHVW�SUDFWLFH��VHH�%&%6��������

�� (UQHVW�DQG�<RXQJ���������ZKLFK�FRYHUV����LQGXVWULDO�HFRQRPLHV�DV�ZHOO�DV�%DKUDLQ�
+RQJ�.RQJ��&KLQD���6DXGL�$UDELD��6LQJDSRUH��6RXWK�$IULFD�DQG�8QLWHG�$UDE�(PLUDWHV�
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DQG�3ULFH�:DWHUKRXVH�6XUYH\�RI�%DQN�3URYLVLRQLQJ���������UHSURGXFHG�DV�$SSHQGL[�$
RI�%HDWWLH�HW�DO����������ZKLFK�FRYHUV����LQGXVWULDO�FRXQWULHV��7KH�SHULRG�WR�ZKLFK�WKHVH
VXUYH\V�UHODWH�LV�����±���

�� ,Q�VRPH�FRXQWULHV�WKHUH�PD\�DOVR�EH�GLYHUJHQFH�EHWZHHQ�WKH�HQXQFLDWHG�VWDQGDUGV�RI
WKH� UHJLPH� IRU� DFFRXQWLQJ� DQG� ILQDQFLDO� UHSRUWLQJ� DQG� WKH� DFWXDO� SUDFWLFH� RI� VHYHUDO
ILQDQFLDO�ILUPV�

�� 6HH�� IRU� H[DPSOH�� .UD\HQEXHKO� ������� 3DUWV� 7ZR� DQG� 7KUHH��� DQG� &DRXHWWH� HW� DO�
�������FKDS������

�� )RU�EULHI�VXUYH\V��VHH�*ROGVWHLQ���������DQG�(LFKHQJUHHQ�DQG�5RVH�����������

�� $�KDUVK� DVVHVVPHQW� RI� HIIRUWV� WR� GHYHORS� HDUO\�ZDUQLQJ� LQGLFDWRUV� RI� FXUUHQF\� DQG
EDQNLQJ� FULVHV� KDV� EHHQ� PDGH� E\� D� UHFHQW� YLVLWLQJ� VFKRODU� DW� WKH� ,0)� DV� IROORZV�

>&RQFHUQV�RYHU� WKH�DGYHUVH� LPSDFW�RI�ILQDQFLDO�FULVHV�RQ� ILQDQFLDO� OLEHUDOL]DWLRQ@�KDYH
HQFRXUDJHG�WKH�RIILFLDO�FRPPXQLW\�WR�LQYHVW�LQ�HDUO\�ZDUQLQJ�LQGLFDWRUV�RI�FXUUHQF\�DQG
EDQNLQJ� FULVHV� LQ� WKH� KRSH� WKDW� WKH\� ZLOO� VHH� ZKDW� LV� FRPLQJ�� 8QIRUWXQDWHO\�� WKHVH
PRGHOV� ZLOO� KDYH� DERXW� DV� PXFK� VXFFHVV� LQ� SUHGLFWLQJ� ILQDQFLDO� FULVHV� DV� JHRORJLVWV

PRGHOV�KDYH�LQ�SUHGLFWLQJ�HDUWKTXDNHV��(DUWKTXDNHV�DQG�ILQDQFLDO�FULVHV�DUH�SURGXFWV�RI
FRPSOH[� QRQOLQHDU� V\VWHPV��ZKRVH� SDUWV� LQWHUDFW� LQ� XQSUHGLFWDEOH�ZD\V�� &RQVLGHU� WKH
IROORZLQJ�HQWLUHO\�UHDOLVWLF�H[DPSOH��7KH�JRYHUQPHQW�ZLOO�GHYDOXH�WKH�FXUUHQF\�RQO\�LI�LW
IHDUV�WKDW�WKH�LQWHUHVW�UDWH�LQFUHDVHV�UHTXLUHG�WR�GHIHQG�LW�ZLOO�LUUHSDUDEO\�GDPDJH�D�ZHDN
EDQNLQJ� V\VWHP�� %XW� WKH� EDQNLQJ� V\VWHP� ZLOO� ZHDNHQ� WR� WKLV� SRLQW� RQO\� LI� LQYHVWRUV
ZLWKGUDZ� WKHLU� GHSRVLWV� IURP� WKH� FRXQWU\� EHFDXVH� WKH\� DQWLFLSDWH� D� GHYDOXDWLRQ� ����
:KHWKHU� VSHFXODWRUV� DWWDFN� GHSHQGV� QRW� RQO\� RQ� WKH�ZHDNQHVV� RI� D� FRXQWU\
V� EDQNLQJ
V\VWHP� EXW� RQ� KRZ�PXFK� D� JRYHUQPHQW� FDUHV� DERXW� IXUWKHU� DJJUDYDWLQJ� WKLV� SUREOHP
ZKHQ� GHFLGLQJ� ZKHWKHU� WR� GHIHQG� WKH� FXUUHQF\�� $QG� WKH� RQO\� WKLQJ�PRUH� GLIILFXOW� WR
PHDVXUH� WKDQ� D� JRYHUQPHQW
V� UHVROYH� LV� LQYHVWRUV
� DVVHVVPHQW� RI� LW�
� 6HH� (LFKHQJUHHQ
�����������

�� &UHGLW�ULVN�UHVXOWV�IURP�WKH�SRVVLELOLW\� WKDW�D�EDQN
V�FRXQWHUSDUW\�ZLOO�GHIDXOW�RQ� LWV
REOLJDWLRQV��DQG�PDUNHW�ULVN�LV�WKDW�RI�ORVV�GXH�WR�FKDQJHV�LQ�WKH�PDUNHW�YDOXH�RI�D�EDQN
V
DVVHW�EHIRUH�LW�FDQ�EH�OLTXLGDWHG�RU�RIIVHW�LQ�VRPH�ZD\�

�� 7KH�UHFHQWO\�SURSRVHG�)LQDQFLDO�6WDELOLW\�)RUXP�FRQVLVWLQJ�RI� UHSUHVHQWDWLYHV� IURP
WKH� ILQDQFH� PLQLVWULHV�� FHQWUDO� EDQNV� DQG� VHQLRU� UHJXODWRU\� DXWKRULWLHV� RI� WKH� *��
FRXQWULHV�DV�ZHOO�DV�IURP�WKH� ,0)�� WKH�:RUOG�%DQN�� WKH�%DVOH�&RPPLWWHH�RQ�%DQNLQJ
6XSHUYLVLRQ��,26&2��WKH�,QWHUQDWLRQDO�$VVRFLDWLRQ�RI�,QVXUDQFH�6XSHUYLVRUV��,$,6���WKH
%DQN� IRU� ,QWHUQDWLRQDO� 6HWWOHPHQWV�� WKH� 2(&'�� WKH� &RPPLWWHH� RQ� 3D\PHQW� DQG
6HWWOHPHQW�6\VWHPV��DQG�WKH�&RPPLWWHH�RQ� WKH�*OREDO�)LQDQFLDO�6\VWHP��IRUPHUO\� WKH
(XUR�&XUUHQF\� 6WDQGLQJ� &RPPLWWHH�� LV� DUJXDEO\� RI� WKLV� NLQG�� 2EMHFWLYHV� LQFOXGH
SRROLQJ�DQG�VKDULQJ�RI�LQIRUPDWLRQ�RQ�YXOQHUDELOLW\�LQ�WKH�LQWHUQDWLRQDO�ILQDQFLDO�V\VWHP
DPRQJ� GLIIHUHQW� ERGLHV�� DQG� VRPH� NLQG� RI� PRQLWRULQJ� RI� WKH� LPSOHPHQWDWLRQ� RI
LQWHUQDWLRQDOO\�DJUHHG�UHJXODWRU\�DQG�VXSHUYLVRU\�VWDQGDUGV�DQG�FRGHV�RI�FRQGXFW�

�� 6HH�81&7$'������D��3DUW�2QH��FKDS��,9��VHFW��&����

�� 6HH��IRU�H[DPSOH��%&%6��������VHFW��,9��
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�� (FRQRPHWULF�UHVHDUFK�VXJJHVWV� WKDW� LQWHUQDO�DQG�H[WHUQDO�IDFWRUV�ZHUH�DERXW�HTXDOO\
LPSRUWDQW�LQ�WKH�VXUJH�LQ�FDSLWDO�IORZV�WR�/DWLQ�$PHULFD�GXULQJ�WKH�HDUO\�����V��&DOYR
������

�� ,QWHULP�&RPPLWWHH�&RPPXQLTXp�RI����$SULO������

�� ,0)� ([HFXWLYH� %RDUG� 'HFLVLRQ� 1R�� �������������� RI� ��� $SULO� ����� �DPHQGLQJ
'HFLVLRQ�1R�������>�����@�RI����$SULO�������

�� )RU� LQVWDQFH�� VRPH� RI� WKH� FRQGLWLRQV� LPSRVHG� E\� WKH� )XQG� DV� SDUW� RI� LWV� UHVFXH
SDFNDJH�IRU�WKH�5HSXEOLF�RI�.RUHD�KDYH�EHHQ�UHJDUGHG�DV�LQWHUIHULQJ�
XQQHFHVVDULO\�ZLWK
WKH�SURSHU�MXULVGLFWLRQ�RI�VRYHUHLJQ�JRYHUQPHQW
��)HOGVWHLQ�����������

�� )RU�D�PRUH�RSWLPLVWLF�DSSUDLVDO�RI�WKH�,0)
V�SRWHQWLDO�KHUH��VHH�)LVFKHU��������

�� 7KLV�LGHD�DFWXDOO\�JRHV�EDFN�WR�WKH�&RPPLWWHH�RI�7ZHQW\��,W�ZDV�UHYLYHG�E\�WKH�,0)
LQ������DQG�HODERUDWHG�LQ�D�SDSHU�E\�WKH�PDQDJHPHQW� �,0)��������)RU�GLVFXVVLRQV�RI
WKH�LVVXHV�UDLVHG�WKHUHLQ��VHH�)LW]JHUDOG��������DQG�:LOOLDPVRQ��������

�� $�VXJJHVWLRQ�DORQJ�WKHVH�OLQHV�ZDV�PDGH�E\�WKH�PDQDJLQJ�GLUHFWRU�RI�WKH�,0)�WR�WKH
&RSHQKDJHQ�6RFLDO�6XPPLW�LQ�0DUFK�������ZKHQ�KH�VWDWHG�WKDW�DQ�HIIHFWLYH�UHVSRQVH�WR
ILQDQFLDO� FULVHV� VXFK� DV� WKH� 0H[LFDQ� RQH� GHSHQGHG� RQ� 
FRQYLQFLQJ� RXU� PHPEHUV� WR
PDLQWDLQ��DW�WKH�,0)�OHYHO��WKH�DSSURSULDWH�OHYHO�RI�UHVRXUFHV�WR�EH�DEOH�WR�VWHP�VLPLODU
FULVHV� LI� WKH\� ZHUH� WR� RFFXU
�� DGGLQJ� WKDW� WKLV� VKRXOG� OHDG� WR� D� GHFLVLRQ� LQ� IDYRXU� RI

IXUWKHU�ZRUN�RQ�WKH�UROH� WKH�6'5�FRXOG�SOD\�LQ�SXWWLQJ� LQ�SODFH�D� ODVW� UHVRUW� ILQDQFLDO
VDIHW\�QHW�IRU�WKH�ZRUOG
��,0)�6XUYH\�����0DUFK�������

�� 6HH�(]HNLHO���������8QLWHG�1DWLRQV���������DQG�$KOXZDOLD��������

�� 6HH�,0)�6XUYH\�����-DQXDU\���������

�� ,0)�3UHVV�5HOHDVH�1R������������$SULO������

�� 6HH�81&7$'��������DQQH[�WR�FKDS��9,���7KH�QHHG�IRU�RUGHUO\�ZRUNRXWV�IRU�FURVV�
ERUGHU� FODLPV� KDV� VXEVHTXHQWO\� EHHQ� UHFRJQL]HG� E\�PDQ\� REVHUYHUV�� LQFOXGLQJ� 6DFKV
�������� 6DFKV� �����D��� 5DGHOHW� DQG� 6DFKV� �������� *URXS� RI� ��� �����D��� DQG
(LFKHQJUHHQ���������)RU�D�UHFHQW�VXUYH\�RI�WKH�LVVXHV�LQYROYHG��VHH�5DGHOHW��������

�� )RU� D� FRPSDULVRQ� EHWZHHQ� WKH� 8QLWHG� 6WDWHV�� WKH� 8QLWHG� .LQJGRP� DQG� *HUPDQ
EDQNUXSWF\�FRGHV��VHH�(LFKHQJUHHQ�DQG�3RUWHV���������DQG�)UDQNV��������

�� (YHQ� LQ� LQGLYLGXDO� FDVHV�� WKH� DSSOLFDWLRQ� RI� VXFK� SURYLVLRQV� LQYROYHV� D� QXPEHU� RI
FRPSOH[�OHJDO�TXHVWLRQV��VXFK�DV�WKH�GHWHUPLQDWLRQ�RI�WKH�UHOHYDQW�ODZ�DQG�IRUXP��DQG
HQIRUFHPHQW��6HH��IRU�H[DPSOH��6DVVRRQ�DQG�%UDGORZ��������

�� 'HSDUWPHQW�RI�)LQDQFH��&DQDGD��������

�� 7KH� *$77� LQFOXGHV� SURYLVLRQV� IRU� YDULRXV� NLQGV� RI� VDIHJXDUG� PHDVXUHV�� )RU
H[DPSOH�� XQGHU� WKH� KHDGLQJ� RI� VDIHJXDUGLQJ� D� FRXQWU\
V� H[WHUQDO� ILQDQFLDO� SRVLWLRQ� RU
EDODQFH�RI�SD\PHQWV��LPSRUW�UHVWULFWLRQV�PD\�EH�LPSRVHG�WR�IRUHVWDOO�D�VHULRXV�GHFOLQH�LQ
IRUHLJQ�H[FKDQJH� UHVHUYHV�RU� �LQ� WKH�XVH�RI�D�GHYHORSLQJ�FRXQWU\�� WR�HQVXUH�D� OHYHO�RI
UHVHUYHV� DGHTXDWH� IRU� LPSOHPHQWDWLRQ� RI� LWV� SURJUDPPH� RI� HFRQRPLF� GHYHORSPHQW�
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0RUHRYHU��VDIHJXDUG�DFWLRQ�LV�DOVR�SRVVLEOH�LQ�WKH�IRUP�RI�VXVSHQVLRQ�E\�D�FRXQWU\�RI�LWV
REOLJDWLRQV� XQGHU� WKH� DJUHHPHQW� WR� SURWHFW� D� VHFWRU� IURP� VHULRXV� LQMXU\� FDXVHG� RU
WKUHDWHQHG� E\� LQFUHDVHV� LQ� LPSRUWV�� )RU� PRUH� GHWDLOHG� GLVFXVVLRQ� VHH� -DFNVRQ� ������
FKDS�����

�� 6HH�*URXS�RI���������D��VHFW�������DQG�WKH�WKUXVW�RI�WKH�GLVFXVVLRQ�RQ�IDFLOLWDWLQJ�WKH
SULYDWH�VHFWRU
V�LQYROYHPHQW�LQ�IRUHVWDOOLQJ�DQG�UHVROYLQJ�ILQDQFLDO�FULVHV�LQ�,0)�������
�±����

�� &RQFHUQLQJ� WKH� GLIILFXOW\� RI� DFKLHYLQJ� FKDQJHV� LQ� WKLV� DUHD� YROXQWDULO\� VHH
(LFKHQJUHHQ� ������� ��±���� )RU� WKH� SURSRVDO� WKDW� DOO� OHQGLQJ� LQ� IRUHLJQ� FXUUHQFLHV
LQFOXGH�D� 
XQLYHUVDO�GHEW� UROO�RYHU�RSWLRQ�ZLWK�D�SHQDOW\
� WR�HQDEOH� WKH�ERUURZHU�DW�KLV
RZQ�GLVFUHWLRQ�WR�UROO�RYHU�VXFK�GHEW�IRU�D�VSHFLILHG�SHULRG��%XLWHU�DQG�6LOEHUW�������

�� )RU� H[DPSOH�� LQ� WKH� UHVWUXFWXULQJ� RI� WKH� EDQN� GHEW� RI� WKH� 5HSXEOLF� RI� .RUHD� LQ
-DQXDU\� ����� SULYDWH� GHEWV� 
HIIHFWLYHO\� EHFDPH� QDWLRQDOL]HG� YLD� D� JXDUDQWHH� E\� WKH
.RUHDQ�JRYHUQPHQW������&UHGLWRUV��IRU�WKHLU�SDUW��FDPH�RXW�EHWWHU�DIWHU� WKH� UROORYHU� WKDQ
EHIRUH�� WKHUH� ZDV� QR� ZULWHGRZQ�� WKH� QHZ� ORDQV� FDUULHG� KLJKHU� LQWHUHVW� UDWHV� WKDQ� WKH
RULJLQDO�ORDQV
��6HH�5DGHOHW�������������6LPLODUO\��LQ�WKH�&KLOHDQ�GHEW�FULVLV�RI�WKH�HDUO\
����V�SULYDWH�GHEWV�ZHUH�LQFOXGHG�LQ�GHEW�UHVFKHGXOLQJ�QHJRWLDWHG�EHWZHHQ�WKH�&KLOHDQ
JRYHUQPHQW�DQG�LWV�IRUHLJQ�EDQN�DGYLVRU\�FRPPLWWHH��DSSDUHQWO\�DV�D�UHVXOW�RI�SUHVVXUH
IURP� WKLV� FRPPLWWHH� LQFOXGLQJ� D� WLJKWHQLQJ� RI� WKH� WHUPV� RQ� VKRUW�WHUP� WUDGH� FUHGLWV
�'LD]�$OHMDQGUR�����������
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5()(5(1&(6

$KOXZDOLD��0��6����������
7KH�,0)�DQG�WKH�:RUOG�%DQN��$UH�2YHUODSSLQJ
5ROHV� D� 3UREOHP"
�� ,QWHUQDWLRQDO� 0RQHWDU\� DQG� )LQDQFLDO� ,VVXHV� IRU� WKH
����V��YROXPH�;,��1HZ�<RUN�DQG�*HQHYD��81&7$'�

$N\�]�� <�� DQG� $�� &RUQIRUG� �������� 
5HJLPHV� IRU� ,QWHUQDWLRQDO� &DSLWDO
0RYHPHQWV�DQG�3URSRVDOV�IRU�5HIRUP
��81&7$'�'LVFXVVLRQ�3DSHU�1R����
UHSULQWHG�DV�
,QWHUQDWLRQDO�&DSLWDO�0RYHPHQWV��6RPH�3URSRVDOV�IRU�5HIRUP

LQ� -��0LFKLH� DQG� -��*ULHYH� 6PLWK� �HGV����0DQDJLQJ� WKH�*OREDO� (FRQRP\�
2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�

%DQN� IRU� ,QWHUQDWLRQDO� 6HWWOHPHQWV� �%,6�� �������� 
3XEOLF� 'LVFORVXUH� RI
0DUNHW� DQG�&UHGLW� 5LVN� E\� )LQDQFLDO� ,QWHUPHGLDULHV
�� $� GLVFXVVLRQ� SDSHU
SURSRVHG�E\�D�:RUNLQJ�*URXS�RI�WKH�(XUR�FXUUHQF\�6WDQGLQJ�&RPPLWWHH�RI
WKH�*URXS�RI�7HQ�&RXQWULHV��%DVOH��%,6�

%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6����������0HDVXULQJ�DQG
&RQWUROOLQJ�/DUJH�&UHGLW�([SRVXUHV��%DVOH��%&%6�

%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6����������&RUH�3ULQFLSOHV
IRU�(IIHFWLYH�%DQNLQJ�6XSHUYLVLRQ��%DVOH��%&%6�

%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6����������(QKDQFLQJ�%DQN
7UDQVSDUHQF\�� 3XEOLF� 'LVFORVXUH� DQG� 6XSHUYLVRU\� ,QIRUPDWLRQ� WKDW
3URPRWH�6DIHW\�DQG�6RXQGQHVV�LQ�%DQNLQJ�6\VWHPV��%DVOH��%&%6�

%DVOH�&RPPLWWHH�RQ�%DQNLQJ�6XSHUYLVLRQ��%&%6����������
$�1HZ�&DSLWDO
$GHTXDF\�)UDPHZRUN
��&RQVXOWDWLYH�SDSHU��%DVOH��%&%6�

%&%6�DQG�,26&2���������7UDGLQJ�DQG�'HULYDWLYHV�'LVFORVXUHV�RI�%DQNV
DQG� 6HFXULWLHV� )LUPV�� -RLQW� 5HSRUW� E\� WKH� %&%6� DQG� WKH� 7HFKQLFDO
&RPPLWWHH� RI� WKH� ,QWHUQDWLRQDO� 2UJDQL]DWLRQV� RI� 6HFXULWLHV� &RPPLVVLRQV
�,26&2���/RQGRQ�DQG�:DVKLQJWRQ��'&�

%HDWWLH�� 9��$��� 3��'�� &DVVRQ�� 5��6�� 'DOH�� *��:�� 0F.HQ]LH�
&��0��6��6XWFOLIIH� DQG� 0��-�� 7XUQHU� �������� %DQNV� DQG� %DG� 'HEWV�
$FFRXQWLQJ�IRU�/RDQ�/RVVHV�LQ�,QWHUQDWLRQDO�%DQNLQJ��&KLFKHVWHU��HWF��-RKQ
:LOH\�

%XLWHU�� :�� DQG� $�� 6LOEHUW� �������� 
81'523� RU� <RXU� 'URS�� $� 6PDOO
&RQWULEXWLRQ� WR� WKH�1HZ� ,QWHUQDWLRQDO� )LQDQFLDO�$UFKLWHFWXUH
�� 1RYHPEHU�
0LPHR�
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&DOYR��*��$����������
7KH�0DQDJHPHQW�RI�&DSLWDO�)ORZV��'RPHVWLF�3ROLF\
DQG� ,QWHUQDWLRQDO� &RRSHUDWLRQ
�� ,QWHUQDWLRQDO� 0RQHWDU\� DQG� )LQDQFLDO
,VVXHV�IRU�WKH�����V��YROXPH�,9��1HZ�<RUN�DQG�*HQHYD��81&7$'�

&DRXHWWH�� -��%��� (��,�� $OWPDQ� DQG� 3�� 1DUD\DQDQ� ��������0DQDJLQJ� &UHGLW
5LVN��7KH�1H[W�*UHDW�)LQDQFLDO�&KDOOHQJH��1HZ�<RUN��-RKQ�:LOH\�

&RUQIRUG�� $�� �������� 
7KH� 7RELQ� 7D[�� $� 6LOYHU� %XOOHW� IRU� )LQDQFLDO
9RODWLOLW\��*OREDO�&DVK�&RZ�RU�%RWK"
�81&7$'�5HYLHZ�

&RUQIRUG��$�� DQG� -��%UDQGRQ� �������� 
7KH�:72�$JUHHPHQW� RQ� )LQDQFLDO
6HUYLFHV�� 3UREOHPV� RI� )LQDQFLDO� *OREDOL]DWLRQ� LQ� 3UDFWLFH
�� ,QWHUQDWLRQDO
0RQHWDU\� DQG�)LQDQFLDO� ,VVXHV� IRU� WKH� ����V��YROXPH�;��1HZ�<RUN� DQG
*HQHYD��81&7$'�

'
$ULVWD�� -��:�� �������� 7KH� (YROXWLRQ� RI� 86� )LQDQFH�� 9ROXPH� ,,�
5HVWUXFWXULQJ�,QVWLWXWLRQV�DQG�0DUNHWV��$UPRQN��1<��0��(��6KDUSH�

'HSDUWPHQW� RI� )LQDQFH� �&DQDGD�� �������� 
&DQDGD
V� 6L[� 3RLQW� 3ODQ� WR
5HVWRUH�&RQILGHQFH�DQG�6XVWDLQ�*URZWK
��6HSWHPEHU��0LPHR�

'LD]� $OHMDQGUR�� &�� �������� 
*RRG�E\H� )LQDQFLDO� 5HSUHVVLRQ�� +HOOR
)LQDQFLDO�&UDVK
��-RXUQDO�RI�'HYHORSPHQW�(FRQRPLF������������6HSWHPEHU²
2FWREHU�

'UDJH��-��DQG�)��0DQQ���������
,PSURYLQJ�WKH�6WDELOLW\�RI�WKH�,QWHUQDWLRQDO
)LQDQFLDO�6\VWHP
��)LQDQFLDO�6WDELOLW\�5HYLHZ�����-XQH��

(DWZHOO�� -�� DQG� /�� 7D\ORU� �����D��� 
7KH� &DVH� IRU� D� :RUOG� )LQDQFLDO
$XWKRULW\
��0LPHR�

(DWZHOO�� -�� DQG� /�� 7D\ORU� �����E��� ,QWHUQDWLRQDO� &DSLWDO�0DUNHWV� DQG� WKH
)XWXUH� RI� (FRQRPLF� 3ROLF\
�� &(3$� :RUNLQJ� 3DSHU� 1R�� �� �6HSWHPEHU��
1HZ�<RUN��&HQWHU�IRU�(FRQRPLF�3ROLF\�$QDO\VLV�

(GZDUGV�� 5��:�� �������� ,QWHUQDWLRQDO� 0RQHWDU\� &ROODERUDWLRQ�� 'REEV
)HUU\��1<��7UDQVQDWLRQDO�3XEOLVKHUV�

(LFKHQJUHHQ�� %�� �������� 7RZDUGV� D� 1HZ� )LQDQFLDO� $UFKLWHFWXUH�� $
3UDFWLFDO� 3RVW�$VLD� $JHQGD�� :DVKLQJWRQ�� '&�� ,QVWLWXWH� IRU� ,QWHUQDWLRQDO
(FRQRPLFV�

(LFKHQJUHHQ��%��DQG�5��3RUWHV���������:KDW�&ULVHV"�2UGHUO\�:RUNRXWV�IRU
6RYHUHLJQ�'HEWRUV��/RQGRQ��&HQWUH�IRU�(FRQRPLF�3ROLF\�5HVHDUFK�
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(LFKHQJUHHQ��%��DQG�$��.��5RVH����������� 
7KH�(PSLULFV�RI�&XUUHQF\�DQG
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