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$%675$&7���7KH� DLP� RI� WKLV� DUWLFOH� LV� WR� DQDO\]H� WKH� 7XUNLVK� EDQNLQJ� V\VWHP��ZKLFK� LV� EDVHG� RQ� XQLYHUVDO� EDQNLQJ� V\VWHP�� 7KLV� OHJDOO\� JLYHV� WKH�
RSSRUWXQLW\� WR� FRPPHUFLDO� EDQNV� WR� RSHUDWH� LQ� DOO� ILQDQFLDO� PDUNHWV��+RZHYHU��LQ�WKLV�SURMHFW��RQO\�SULYDWH�EDQNV�RI�7XUNH\�DUH�DQDO\]HG��$V�LW�LV�GLIILFXOW�WR�DQDO\]H�DOO�SULYDWH�EDQNV�RI�7XUNH\��3DPXNEDQN��ZKLFK�LV�SULYDWH�
EDQN� WKDW� ZHQW� EDQNUXSW� UHFHQWO\� DQG�PHUJHG�ZLWK�+DON� %DQN� LV� WDNHQ� IRU�FDVH� DQDO\VLV�� ,W� ZDV� FODLPHG� DQG� EULHIO\� H[SODLQHG� WKDW� EDQNV� KDYH� JRQH�EDQNUXSW�EHFDXVH�RI�KDYLQJ�OLTXLGLW\�DQG�SURILWDELOLW\�SUREOHPV��,Q�DGGLWLRQ��
WKHUH� KDYH� EHHQ� PDQ\� ILQDQFLDO� FKDQJHV� VXFK� DV� LQFUHDVH� LQ� LQIODWLRQ� DQG�LQWHUHVW�UDWHV��GHYDOXDWLRQ�RI�WKH�FXUUHQF\�DQG�HFRQRPLF�FROODSVH�LQ�7XUNLVK�HFRQRP\�IURP������WLOO�WRGD\��%DQNLQJ�V\VWHP�ZDV�PXFK�DIIHFWHG�IURP�WKHVH�FKDQJHV� DQG� WKH\� UHVWUXFWXUHG� WKH� ILQDQFLDO� LQVWLWXWLRQV� YHU\� UHFHQWO\��
$OWKRXJK� ORWV� RI� SUREOHPV� FRPH� RXW� IURP� WKHVH� ILQDQFLDO� LQVWLWXWLRQV�� WKH\�FRQWLQXH� WR� PDNH� ZURQJ� LQYHVWPHQWV� DQG� HQGHG� ZLWK� EDQNLQJ� FULVHV�� $V�7XUNH\� LV� DIIHFWHG� IURP� H[WHUQDO� SUHVVXUH�� OLNH� HFRQRPLF� FRQGLWLRQV� RI� WKH�
ZRUOG� DQG� GXH� WR� JOREDOL]DWLRQ� DQG� DOVR� LWV� XQVWDEOH� SROLWLFDO� V\VWHP��XQIRUWXQDWHO\�LW�LV�SRVVLEOH�WR�H[SHULHQFH�QHZ�EDQN�FULVHV�LQ�7XUNLVK�%DQNLQJ�V\VWHP���

g=(7�%X�oDOÕúPDQÕQ�KD]ÕUODQPDVÕQGDNL� WHPHO� DPDo�� XQLYHUVDO� EDQNDFÕOÕN�VLVWHPLQH� GD\DOÕ� RODQ� 7�UN� ILQDQVDO� VHNW|U�Q�� DQDOL]� HWPHNWLU�� %X� VLVWHP��WLFDUL� EDQNDODUD� W�P� ILQDQVDO� SD]DUODUGD� oDOÕúPD� IÕUVDWÕQÕ� \DVDO� RODUDN�
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WDQÕPÕúWÕU�� %X� oDOÕúPDGD� \DOQÕ]FD� |]HO� 7�UN� EDQNDODUÕ� DQDOL]� HGLOPLúWLU��7�UNL\HCGHNL� |]HO� EDQNDODUÕQ� W�P�Q�Q� DQDOL]� HGLOPHVLQLQ� oRN� NDSVDPOÕ� ELU�
oDOÕúPD� LoHUPHVL� QHGHQL� LOH�� \DNÕQ� ]DPDQGD� LIODV� HGHQ� 3DPXNEDQN� |UQHN�RODUDN� VHoLOPLúWLU�� %X� EDQNDODUÕQ� OLNLGLWH� YH� NDUOÕOÕN� RUDQODUÕQÕQ�D\DUODQDPDGÕ÷Õ� LoLQ�EDWWÕ÷Õ� LGGLD�HGLOPLú�YH�D\UÕQWÕOÕ� ELoLPGH�DoÕNODQPÕúWÕU��
$\UÕFD�VRQ�G|QHPGH��|]HOOLNOH�7�UN�/LUDVÕQÕQ�GHYDO�DV\RQD�X÷UDPDVÕ��IDL]�YH�HQIODV\RQ� DUWÕúÕ� YH� HNRQRPLN� o|N�QW�OHU� LOH� ELUOLNWH� W�UO�� ILQDQVDO�GH÷LúLNOLNOHU� RUWD\D� oÕNPÕúWÕU�� %X� GH÷LúLNOLNOHUGHQ� NLPLOHUL� EDQNDFÕOÕN�VLVWHPLQL� HWNLOHPLú� YH� PDOL� NXUXPODUÕQ� NXUXOPDVÕQD� QHGHQ� ROPXúWXU�� %X�
G|QHPOHUGH� �ONHGHNL� EDQNDFÕOÕN� VRUXQODUÕQÕQ� ELUoR÷X� NXUXOXú� DúDPDVÕQGDQ�ND\QDNODQVD� GD�� \DQOÕú� \DWÕUÕPODUÕQ� V�UG�U�OPHVL� EDQND� NUL]OHUL� LOH�VRQXoODQPÕúWÕU�� %X� NUL]OHULQ� QHGHQOHULQLQ� KHSVL� EDQNDFÕOÕN� VLVWHPLQLQ� NHQGL�
LoLQGH�\HU�DOPDNWDGÕU��7�UNL\H��JOREDOOHúHQ�G�Q\D� HNRQRPLVLQLQ� HWNLVL�� �ONHGHNL� GH÷LúNHQ� VL\DVL� \DSÕ� JLEL� GÕú� |÷HOHUGHQ�HWNLOHQGLNoH��QH�\D]ÕN�NL�EX�JLEL�NUL]OHULQ�\HQLGHQ�\DúDQPDVÕ�RODVÕGÕU�����7XUNLVK�EDQNLQJ�6\VWHPV�EDQN�IDLOUHV��FDXVHV�RI�EDQN�FULVLV��
7�UN�%DQNDFÕOÕN�6LVWHPL�%DQND�<HWHUVL]OL÷L���%DQND�.UL]OHULQLQ�1HGHQOHUL��
�

���,1752'8&7,21�
%DQNV�DUH�YHU\�LPSRUWDQW�IRU�WKH�7XUNLVK�(FRQRP\��7KH�LQFUHDVH�LQ�QXPEHU� RI� FRPPHUFLDO� EDQNV� DQG� SULYDWH� EDQNV� RYHU� WKH� \HDUV� VKRZV� WKDW�FRPSHWLWLRQ�LQFUHDVHG� LQ� WKH�VHFWRU��7KH�JURZLQJ�LPSRUWDQFH�RI� WKH�7XUNLVK�%DQNLQJ�6HFWRU�VKRZV�WKDW�EDQN�UHJXODWLRQV�KDYH�EHFRPH�YHU\�LPSRUWDQW�IRU�WKH� FRXQWU\�� %DQNV� FDUU\� PRVW� RI� WKHLU� DFWLYLWLHV� LQ� PRQH\� DQG� FDSLWDO�PDUNHWV��$V�D� UHVXOW��7XUNH\¶V�HFRQRPLF�DQG�KLVWRULFDO�GHYHORSPHQW�SURYHV�WKDW� ILQDQFLDO� V\VWHP� DQG� EDQNLQJ� VHFWRU� DUH� DOZD\V� LPSURYLQJ�V\VWHPDWLFDOO\��$IWHU� OLEHUDOL]DWLRQ�PRYHPHQW� LQ�����V�� FRQWLQXRXV�FKDQJHV�DQG�PRGHUQ�SURFHVVHV�WRRN�SODFH�LQ�DOO�HFRQRP\�DQG�WKLV�ZDV�KLJKO\�UHIOHFWHG�E\�UHIRUPV�PDGH�LQ�ILQDQFLDO�V\VWHP��6RPH�RI� WKH�UHIRUPV�ZHUH�HVWDEOLVKHG�WR� LQWURGXFLQJ� QHZ� WRROV� WR� UHJXODWH� OLTXLGLW\� DQG� RWKHU� ULVNV�� /HJDO�DUUDQJHPHQWV� DUH� PDGH� WR� SURPRWH� WKH� GHYHORSPHQW� RI� FDSLWDO� PDUNHW��5HIRUPV�PDGH�LQ�EDQNLQJ�VHFWRU�RIIHU�QHZ�VHUYLFHV�E\�XVLQJ�QHZ�LQVWUXPHQWV�LQ�DGGLWLRQ�WR�WKH�EDQNLQJ�DFWLYLWLHV��7XUNLVK�EDQNV�LQFUHDVHG�WKHLU�RSHUDWLRQV�LQ� LQWHUQDWLRQDO� PDUNHWV� DQG� VWDUWHG� WR� XVH� WRROV� OLNH� VZDSV� DQG� IRUZDUG�LQVWUXPHQWV��8VLQJ�QHZ� ILQDQFLDO� WHFKQLTXHV�� VXFK� DV� OHDVLQJ� DQG� IDFWRULQJ��KDV� DOVR� LQFUHDVHG� WKH� HIILFLHQF\� RI� EDQNLQJ� V\VWHP�� �%RUDWDY� DQG�<HOGDQ��������7XUNLVK�%DQNV�DOVR�LQFUHDVHG�FRQWURO�DQG�VHUYLFH�RUJDQL]DWLRQ�TXDOLW\��,QGLYLGXDO�DQG�UHWDLO�EDQNLQJ�KDYH�EHFRPH�YHU\�LPSRUWDQW�LQ�EXVLQHVV�VHFWRU��7KLV� DOVR� DIIHFWHG� WKH� FRPSHWLWLRQ� DPRQJ� 7XUNLVK� FRPPHUFLDO� EDQNV��EHFDXVH�WKH\�GHFLGH�WR�GHYHORS�D�KLJK�TXDOLW\�VHUYLFH�DLPLQJ�WR�VDWLVI\�FOLHQWV�QHHGV� EHWWHU��:LWKLQ� WKH� OLJKW� RI� WKHVH� GHYHORSPHQWV�� 3DPXNEDQN� WKDW�ZHQW�EDQNUXSWF\� UHFHQWO\� LV� WULHG� WR� DQDO\VH�� ,W� LV� D� SULYDWH� EDQN�� ZKLFK� IDLOHG�EHFDXVH�RI�KDYLQJ�OLTXLGLW\�DQG�SURILWDELOLW\�SUREOHPV�LQ�GHYDOXDWLRQ�RI�7/��2Q� WKH�RWKHU�KDQG�� LW� WRRN�D�PDMRU�KLW� IURP�WKH�GHYDOXDWLRQ�RI� WKH�/LUD�DQG�IURP� VKDUS� ULVH� LQ� UHDO� LQWHUHVW� UDWHV� SUHFLSLWDWHG� E\� ILQDQFLDO� FULVLV�� 7KLV�
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UHVXOW� ZDV� D� VKDUS� IDOO� LQ� FUHGLW� H[SDQVLRQ� DQG� UDSLGO\� JURZWK� RI� QRQ�SHUIRUPLQJ�ORDQ�SRUWIROLR��
�
���785.,6+�%$1.,1*�6<67(0�
7KH� QHZ� OLEHUDO� HFRQRPLF� SROLF\� SXW� LQWR� HIIHFW� LQ� -DQXDU\� �����DLPHG� DW� LQWHJUDWLRQ� ZLWK� ZRUOG� HFRQRP\� E\� HVWDEOLVKLQJ� D� IUHH� PDUNHW�HFRQRP\��$V�D�UHIOHFWLRQ�RI�WKLV�HFRQRP\������V�ZHUH�ZLWQHVV�WR�FRQWLQXRXV�OHJDO�� VWUXFWXUDO� DQG� LQVWLWXWLRQDO� FKDQJHV� DQG� GHYHORSPHQWV� LQ� 7XUNLVK�EDQNLQJ� VHFWRU�� 6HULHV� RI� UHIRUPV� ZHUH� XQGHUWDNHQ� WR� SURPRWH� ILQDQFLDO�PDUNHW� GHYHORSPHQW�� 7KH� PDLQ� DLP� RI� WKHVH� UHIRUPV� ZDV� WR� LQFUHDVH� WKH�HIILFLHQF\� RI� WKH� ILQDQFLDO� V\VWHP� E\� IRVWHULQJ� FRPSHWLWLRQ� DPRQJ� EDQNV���(UWXJUXO� DQG�6HOFXN�������� �7KH�7XUNLVK� ILQDQFLDO� V\VWHP� LV�EDVHG�XSRQ�D�XQLYHUVDO�EDQNLQJ�V\VWHP��ZKLFK�OHJDOO\�HQDEOHV�FRPPHUFLDO�EDQNV�WR�RSHUDWH�LQ� DOO� ILQDQFLDO� PDUNHWV�� 7KH� RQO\� WKLQJV� WKDW� FRPPHUFLDO� EDQNV� DUH� QRW�DOORZHG� HQJDJLQJ� LQ� WUDGLQJ� JRRGV� IRU� FRPPHUFLDO� SXUSRVHV� DQG� OHDVLQJ��0RVW� FRPPHUFLDO� EDQNV� KDYH� RZQHUVKLS� OLQNDJHV� ZLWK� QRQ�ILQDQFLDO�FRUSRUDWLRQV�� +ROGLQJ� FRPSDQLHV� KDG� FRQWURO� LQ� WKH� PDQDJHPHQW� RI� VRPH�EDQNV� DV� ZHOO� DV� WKRVH� RI� LQGXVWULDO� FRUSRUDWLRQV�� %DQNV� GR� QRW� KDYH� DQ\�HIIHFWLYH� FRPSHWLWLRQ� ZLWK� ILQDQFLDO� LQVWLWXWLRQV�� 0RVW� RI� LQVXUDQFH� DQG�OHDVLQJ�FRPSDQLHV�DUH�DIILOLDWHG�WR�EDQNV���0XQLU��������
7DEOH����7XUNLVK�%DQNLQJ�FULVHV�DQG�LWV�UHVXOWV�DIWHU�����V�

1DPH� 1DWLRQDOL]DWLRQ 0HUJHU� %DQNUXSWF\ /LTXLGDWLRQ 6',)
$QDGROX�%DQN� [� �� �� �� ��
%D÷�%DQN� �� [� �� �� ��
%DQN�([SUHVV������ �� �� ;� �� ��
%DQN�([SUHVV������ �� �� �� ;� ��
'HQL]FLOLN�%DQN� �� [� �� �� ��
'Õú�%DQN� �� �� ;� �� ��
(JH�%DQN������ �� �� ;� �� ��
(JH�%DQN�±����� �� �� �� �� ;�
(V�%DQN� �� �� �� �� ;�
(XURFUHGLW�%DQN� �� �� ;� �� ��
+LVDU�%DQN� �� [� �� �� ��
,QWHU�%DQN� �� �� �� �� ;�
,VWDQEXO�%DQN� �� [� �� �� ��
,úoL�NUHGL�%DQN� �� �� ;� �� ��
0DUPDUD�%DQN� �� �� ;� �� ��
6�PHU�%DQN� �� �� �� �� ;�
7�UN�%DQN� �� �� �� �� ;�
<DúDU�%DQN� �� �� �� �� ;�
<XUW�%DQN� �� �� �� �� ;�
6RXUFH��7&0%�3XEOLFDWLRQV��>����@�

7XUNLVK� EDQNV� KDYH� EHJXQ� GHYHORSLQJ� VWUDWHJLHV� WR� UHSODFH�XQSURILWDEOH�VHUYLFHV�DQG�DFWLYLWLHV�� LQFUHDVH� LQ�SURILWDELOLW\�DQG�FRPSHWLWLYH�VWUHQJWK� WKURXJK�EHWWHU�FRQWURO�RI�RSHUDWLQJ�FRVWV�� ,Q� WKH�����V�� WKH�7XUNLVK�
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%DQNLQJ� 6\VWHP� H[SHULHQFHG� VHYHUDO� EDQN� IDLOXUHV�� ,Q� ������ WKUHH� VPDOO�EDQNV� ZHUH� FORVHG� DQG� VHQW� LQWR� OLTXLGDWLRQ�� (XURFUHGLW� %DQN�� ,VFL� .UHGL�%DQN�DQG�0DUPDUD�%DQN�ZHUH�JRQH�EDQNUXSWF\��%D÷�%DQN��'HQL]FLOLN�%DQN��(JH�%DQN��������+LVDU�%DQN�DQG�,VWDQEXO�%DQN�PHUJHUHG�ZLWK�RWKHU�EDQNV��)URP� ����� WR� HDUO\� ������ (V� %DQN�� ,QWHU� %DQN�� 6XPHU� %DQN�� 7XUN� %DQN��<DVDU�%DQN�DQG�<XUW�%DQN�ZHUH�WUDQVIHUUHG�WR�WKH�6DYLQJ�'HSRVLW�,QVXUDQFH�)XQG�� WKXV� IXOO\� SURWHFWLQJ� GHSRVLWRUV� DQG� FUHGLWRUV�� $� ODUJH� QXPEHU� RI�DGGLWLRQDO�EDQNV�DOVR�IDFHG�ILQDQFLDO�GLIILFXOWLHV�EHFDXVH�RI�PDFUR�HFRQRPLF�YRODWLOLW\�� XQH[SHFWHG� H[WHUQDO� FRQGLWLRQV�� DQG� UHJXODWRU\� DQG� VXSHUYLVRU\�WROHUDQFH��
�

���%$1.�)$,/85(6�$1'�6<67(0$7,&�5,6.�
7HFKQRORJLFDO� DGYDQFHV�PDGH� LQWHUQDWLRQDO� ILQDQFLDO� FRPPXQLW\� WR�EH� KLJK� E\� VRSKLVWLFDWHG� DV�ZHOO� DV� HIILFLHQW�� (IILFLHQF\� LV� RI�PDQDJLQJ� RI�IXQGV� SURYLGLQJ� YHU\� KLJK� JURZWK� LQ� SDUWLFLSDQW� QDWLRQV�� �� +RZHYHU�� DV�V\VWHP� HYROYHV� LQ� LWVHOI�� SUREOHPV� WKDW� DULVH� LQ� RQH� SDUW� RI� ZRUOG� KDYH�LPPHGLDWH� RU� FKDLQ� UHVSRQVHV� LQ� JOREDO� FRPPXQLW\�� �%RXOWRQ�� ������ )RU�H[DPSOH�� 7KDLODQG�ZDV� LQLWLDO� SRLQW� WKDW� IDFHG� SUREOHPV� RI� ODFNLQJ� SHUIHFW�LQIUDVWUXFWXUH� DQG� RSHUDWLRQDO� HIILFLHQF\� LQ� D� V\VWHP� RI� UHMHFWLQJ�IXQGDPHQWDOV�LQ�YDOXDWLRQ��,Q�D�IHZ�ZHHNV��7KDLODQG�WUDQVPLWWHG�LWV�SUREOHPV�WR�QHLJKERULQJ�FRXQWULHV�VXFK�DV�5XVVLD��/DWLQ�$PHULFD�DQG�7XUNH\���g]ED\��6DOPDQ�DQG�ùDKLQEH\R÷OX���������2Q�WKH�RWKHU�KDQG��IDOO�LQ�SULFHV�RI�SULPDU\�JRRGV� UHVXOW� LQ� QHJDWLYH� HIIHFW� RQ� FXUUHQW� DFFRXQW� EDODQFHV� RI� FRXQWULHV�GHSHQGLQJ�RQ�H[SRUWV�RI�VXFK�FRPPRGLWLHV�VXFK�DV�5XVVLD�DQG�9HQH]XHOD��,Q�WKLV� UHVSHFW�� LQWHUQDWLRQDO� LQYHVWRUV� EHFDPH� PRUH� FDUHIXO� LQ� LQYHVWPHQW� LQ�ILQDQFLDO� PDUNHWV� DQG� EHFDPH� PRUH� UHOXFWDQW� WR� SURYLGH� FUHGLW� WR� WKHVH�PDUNHWV�� $V� D� UHVXOW�� LQWHUQDWLRQDO� LQYHVWRUV� FKDQJHG� IXQGV� WR� CGHYHORSHG�PDUNHWVC�ZKHUH�LV�FRQVLGHUHG�PRUH�VDIH���%XUKDQ��9��DQG�0XVWDIDRJOX��:LWK�KLJK�FDSLWDO�DFFRXQW�OLEHUDOL]DWLRQ�LQ�����V��HFRQRP\�LV�LQFUHDVHG�YHU\�KLJK��HVSHFLDOO\�LQ�6RXWK�(DVW�$VLD�HFRQRP\��%HFDXVH�ILQDQFLDO�VHFWRU�ZDV�DEOH�WR�SURYLGH�QHFHVVDU\� IXQGV� WR� UHDO� VHFWRU�� HTXLOLEULXP� UDWH�RI� LQWHUHVW�ZDV�DOVR�GHWHUPLQHG� ZLWKLQ� WKH� V\VWHP� DQG� DV� LQIORZ� RI� FDSLWDO� ZDV� PDQDJHG� E\�SULYDWH�VHFWRU��JRYHUQPHQW�GLG�QRW�KDYH�KLJK�FRQWUROV�RQ�VKRUW�WHUP�IRUHLJQ�ERUURZLQJV� DQG� FHQWUDO� EDQN� RI� FRXQWULHV� KDG� QR� KLJK� FRQWURO� RQ� LQWHUHVW�UDWHV��$IWHUZDUGV��LQWHUHVW�UDWHV�ZHQW�XS�DV�RYHUQLJKW�LQWHUHVW�UDWHV��KRZHYHU��VLQFH�6RXWK�$VLDQ�JRYHUQPHQW�KDG�OLWWOH�FRQWURO�LQ�LQWHUHVW�UDWHV�WKDQ�SULYDWH�VHFWRU�� ULVH� LQ� LQWHUHVW� UDWHV� ZDV� QRW� HQRXJK� WR� VWRS� IRUHLJQ� H[FKDQJH�SXUFKDVH�� ,Q� WKLV� UHVSHFW�� JRYHUQPHQW� FRXOG� QRW� FRQWURO� WKH� LQWHUHVW� UDWHV��&DXVH� RI� ULVH� LQ� LQWHUHVW� UDWHV� ZDV� QRW� VXIILFLHQW�� JRYHUQPHQW� FKRRVH�GHSUHFLDWLRQ�RI�FXUUHQF\�DV�DQ�HIIHFWLYH�SROLF\�RSWLRQ��,0)�DGYLVHG�FRXQWULHV�IRU� D� GHSUHFLDWLRQ� RI� WKHLU� FXUUHQFLHV� WR� UHVWRUH� FRPSHWLWLYHQHVV� DQG� JR� IRU�IXUWKHU� ILVFDO� FRQWUDFWLRQ�� �&RUVHWWL�� 3HVHQWL� DQG� 5RXELQL�� ������ ,Q� DOPRVW�WUDQVLWLRQ�FRXQWULHV��PDMRU�EDQNV�LQFXUUHG�ODUJH�ORVVHV�DV�D�UHVXOW�RI�KLJK�DQG�IOXFWXDWLQJ� LQIODWLRQ� DQG� WKH� ORVV� RI� WUDGLWLRQDO� HQWHUSULVH� FOLHQWV�� &XUUHQW�HYHQWV�LQ�(DVW�$VLD�KDYH�UHPLQGHG�WKH�ZRUOG�RQFH�DJDLQ�RI�KRZ�UDSLGO\�DQG�IRUFHIXOO\� EDQNLQJ� FULVHV� FDQ� HUXSW� DQG�RI� KRZ�GLIILFXOW� LV� WR� DQWLFLSDWH� WKH�
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IXOO� UDPLILFDWLRQV� RI� WKHVH� GUDPDWLF� HYHQWV�� ,Q� DOO� FDVHV�� EDQNLQJ� FULVHV�UHVXOWHG�� DW� D� PLQLPXP�� LQ� ODUJH� ORVVHV� RI� ZHDOWK� DQG� GLVUXSWLRQV� LQ� WKH�VXSSO\� RI� FUHGLW� IRU� LQYHVWPHQW� DQG� FRPPHUFH�� 5HVROYLQJ� WKH� FUHGLWV� RIWHQ�LQYROYHG�ODUJH�RXWOD\V�RI�SXEOLF�IXQGV���+DUG\��������
7DEOH����6RPH�EDQNLQJ�&ULVHV�DQG�WKHLU�FRWV�WR�HFRQRP\�

&RXQWULHV�1DPH� <HDUV�RI�%DQNLQJ� 7KH�&RVW�RI�&ULVHV�
&ULVHV� 7R�WKH�&RXQWU\��0LOOLRQ����

86$�� ���������� ����
$UJHQWLQD�� ����������� ��������
%UD]LO�� �������� ��������
,QGRQHVLD�� ����� ��
3KLOLSSLQHV�� �������� �������
)LQODQG�� �������� ��������
6SDLQ�� �������� ��������
6ZHGHQ�� �������� �������
-DSDQ�� ����V� ��
0DOD\VLD�� �������� ��
0H[LFR�� �������� ��������
1RUZD\�� �������� ��
&KLOH�� �������� ��������
7KDLODQG�� �������� ��
7XUNH\�� �������� ��
8UXJXD\�� �������� ���
6RXUFH��7&0%�3XEOLFDWLRQV��>����@�

$OH[DQGUD� %LEEHH� FRPPHQWV� RQ� 7XUNH\¶V� FULVLV�� ZKHUH� 7XUNH\�SOXQJHG� EDFN� LQWR� ILQDQFLDO� FULVHV� OHVV� KDOIZD\� WKURXJK� D� WKUHH�\HDU�SURJUDPPHG� WR� HQG� GHFDGHV� RI� KLJK� LQIODWLRQ�� ,Q� JHQHUDO�� D� ZHDN� EDQNLQJ�V\VWHP� DQG� DQ� RYHU�UHOLDQFH� RQ� LQIORZV� RI� KRW� PRQH\� PDGH� WKH� FRXQWU\�KLJKO\�YXOQHUDEOH�WR�FULVHV�RI�FRQILGHQFH��VR�WKDW�ZKHQ�WKH�LQHYLWDEOH�WHQVLRQV�RI� UDSLG� DGMXVWPHQWV� HPHUJHG�� WKH� FXUUHQF\� SHJ� FRXOG� QRW� KROG�� 7KH�GHYDOXDWLRQ� VKRFN� ZLOO� GHOD\� WKH� DFKLHYHPHQW� RI� VLQJOH�GLJLW� LQIODWLRQ� DQG�ZLWK� D� VLPXOWDQHRXV� LQWHUHVW� UDWH� VKRFN�� LPSOLHV� ODUJH� EDQN� EDODQFH� VKHHW�ORVVHV��:KDWHYHU�WKH�VWUHQJWK�RI�QHZ�VWUDWHJ\��WKH\�ZLOO�IDFH�KLJKHU�FRVWV�DQG�JUHDWHU� ULVNV� EHFDXVH� RI� WKH� FUHGLELOLW\� WKDW� KDV� EHHQ� ORVW�� ,I� WKH� ULVN�PDWHULDOL]HV��LW�ZRXOG�EH�XQHTXLYRFDOO\�QHJDWLYH�IRU�7XUNH\��,W�ZRXOG�LPSO\�ODUJH� WHUPV� RI� WUDGH� DQG� UHDO� LQFRPH� ORVVHV� IRU� FOLHQWV�� UHDO� EDODQFH� VKHHW�ORVVHV�LQ�WKH�EDQNV�DQG�FRUSRUDWH�VHFWRUV�D�JURZLQJ�SXEOLF�GHEW�DV�VXFK�ORVVHV�DUH�QDWLRQDOL]HG���%LEEHH��������
g]OHP�2UDO�PDNHV�FRPPHQW�RQ�UHFHQW�ILQDQFLDO�FULVLV�LQ�7XUNH\�DV�ZHOO��6WDUWLQJ�WKDW�LW�LV�DSSDUHQW�WKDW�7XUNH\�LV�JRLQJ�WKURXJK�D�KDUG�HFRQRPLF�
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UHFRYHU\�SHULRG��6LQFH�WKH�PDLQ�UHDVRQ�IRU�KH�WZR�UHFHQW�ILQDQFLDO�FULVHV�ZDV�URRWHG� LQ� WKH� EDQNLQJ� V\VWHP¶V� IDLOXUH� LQ� FRPSO\LQJ� ZLWK� D� VRXQG� FUHGLW�PHFKDQLVP�� D� UDGLFDO� EDQNLQJ� UHIRUP� IDFLOLWDWLQJ� WKH� UH�LQWHJUDWLRQ� RI� WKH�)XQG�EDQNV�LQWR�WKH�V\VWHP�WR�UHVWRUH�WKH�GHILFLHQFLHV�REVHUYHG�LQ�FROOHFWLQJ�EDQNVC�UHFHLYDEOHV�EHFDPH�SULPDU\�WDUJHWV�RI�WKH�OHJLVODWXUHV�LQ�SURPXOJDWLQJ�WKH�DPHQGPHQWV�WR�WKH�%DQNV�$FW�1R���������
�����6\VWHPDWLF�5LVN�
%DQN�IDLOXUHV�DUH�PRUH�VHULRXV�WKDQ�RWKHU�IDLOXUHV��LQGLYLGXDO�EDQNV�DUH�YLHZHG�DV�PRUH�VXVFHSWLEOH�WR�IDLOXUH�RU�PRUH�µ¶IUDJLOH¶¶�WKDQ�RWKHU�ILUPV��%DQNV�DUH�YLHZHG�DV�PRUH�IUDJLOH�IRU�WKUHH�UHDVRQV��7KH\�KDYH��

��� /RZ� FDSLWDO�WR�DVVHWV� UDWLRV� �KLJK� OHYHUDJH��� ZKLFK� SURYLGHV� OLWWOH�URRP�IRU�ORVVHV��
��� /RZ�FDSLWDO�WR�DVVHWV�UDWLRV��IUDFWLRQDO�UHVHUYH�EDQNLQJ���ZKLFK�PD\�UHTXLUH�WKH�VDOH�RI�HDUQLQJ�DVVHWV�WR�PHHW�GHSRVLW�REOLJDWLRQV��
��� +LJK�GHPDQG�GHEW�DQG�VKRUW�WHUP�GHEW�WR�WRWDO�GHEW��GHSRVLWV��UDWLRV��KLJK�SRWHQWLDO�IRU�D�UXQ���ZKLFK�PD\�UHTXLUH�KXUULHG�DVVHW�VDOHV�DQG�QRQ�OLTXLG� HDUQLQJ�DVVHWV�ZLWK�SRWHQWLDOO\� ODUJH� ILUH�VDOH� ORVVHV�SD\�RII�UXQQLQJ�GHSRVLWV��

� 7KH�DGYHUVH�LPSOLFDWLRQV�RI�WKLV�IUDJLOLW\�DUH�LQWHQVLILHG�E\�WKH�IHDU�WKDW� EDQNV� LQYHVW� LQ� DVVHWV� WKDW� DUH� RSDTXH� DQG� GLIILFXOW� WR�PDUNHW�� FRQWDLQ�SULYDWH�LQIRUPDWLRQ�DQG�FDQ�FKDQJH�LQ�PDUNHW�YDOXH��DQG�WKDW�GHSRVLWRUV�PD\�UXQ� µµLUUDWLRQDOO\¶¶� RQ� EDQNV�� IRUFLQJ� XQQHFHVVDULO\� ODUJH� ILUH�VDOH� ORVVHV��7KXV�� WKH� JUHDWHU� IUDJLOLW\� LV� EHOLHYHG� WR� OHDG� WR� JUHDWHU� IDLOXUH�� �.DXIPDQ��������6\VWHPDWLF�ULVN�LV�SHUFHLYHG�WR�RFFXU�EHFDXVH�DOO�HFRQRPLF�DJHQWV�DUH�LQWHUFRQQHFWHG��7KLV�LQWHUFRQQHFWLRQ�SURYLGHV�D�FKDLQ�DORQJ�ZKLFK�VKRFNV�WR�DQ\�RQH�DJHQW�DUH�WUDQVPLWWHG�WR�RWKHUV��7KH�SHUVRQDO�RU�LQVWLWXWLRQDO�EDODQFH�VKHHW�RI�HDFK�DJHQW�LQFOXGHV�DVVHWV�WKDW�DUH�HLWKHU�OLDELOLWLHV�RI�RWKHU�DJHQWV�RU�ZKRVH�YDOXHV�GHSHQG�RQ� WKH�EHKDYLRU� RI� RWKHU� DJHQWV�� ,I� DQ� DJHQW� VXIIHUV� D�GHFOLQH�LQ�WKH�YDOXH�RI�LWV�DVVHWV��WKH�YDOXH�RI�LWV�FDSLWDO�ZLOO�GHFOLQH��7KLV�ZLOO�UHGXFH� WKH� VSHQGLQJ� EHKDYLRU� RI� WKH� DJHQW� DQG� WKHUHE\� DOVR� LQFRPH� YDOXHV�ZHUH�VXIILFLHQWO\�ODUJH�WR�H[FHHG�DQ�DJHQW¶V�FDSLWDO��LW�ZRXOG�FDXVH�WKH�DJHQW�WR�GHIDXOW�RQ�LWV�GHEW�REOLJDWLRQV��7KLV�ZLOO�UHGXFH�WKH�YDOXHV�RI�DVVHWV�RQ�WKH�EDODQFH�VKHHW�RI� WKH�DJHQW¶V�FUHGLWRUV�DQG�LJQLWH�D�FKDLQ�UHDFWLRQ�RI�UHGXFHG�VSHQGLQJ�DQG�GHIDXOWV���'DYLV��������
� %HFDXVH� RI� WKHLU� FRQWLQXRXV� OHQGLQJ� WR� DQG� ERUURZLQJ� IURP� HDFK�RWKHU�DQG�WKHLU�QHHG�WR�SD\�RWKHU�EDQNV�IRU�WKLUG�SDUW\�WUDQVIHUV��EDQNV�WHQG�WR�EH�PRUH�WLJKWO\�ILQDQFLDOO\�LQWHUFRQQHFWHG�ZLWK�HDFK�RWKHU�WKDQ�DUH�PRVW�RWKHU�W\SHV�RI�ILUPV��7KXV�EDQNV�DUH�ZLGHO\�SHUFHLYHG�WR�EH�SDUWLFXODUO\�VXVFHSWLEOH�WR� V\VWHPLF� ULVN�� DQG� VKRFNV� DW� DQ\� RQH� EDQN� DUH� YLHZHG� DV� OLNHO\� WR� EH�TXLFNO\� WUDQVPLWWHG� WR� RWKHU� EDQNV�� ZKLFK� LQ� WXUQ� FDQ� WUDQVPLW� WKH� VKRFN�GRZQ� WKH� UHPDLQLQJ� FKDLQ� RI� EDQNV�� 7KH� DGYHUVH� FXPXODWLYH� HIIHFWV� RI� WKH�LQLWLDO�VKRFN�DUH�LQWHQVLILHG�EHFDXVH�EDQN�GHSRVLWV�PDNH�XS�RI�WKH�ODUJHU�SDUW�RI�PRVW�FRXQWULHVC�PRQH\�VXSSO\��$V�D�UHVXOW��GHSRVLWRUV�H[SHULHQFLQJ�ORVVHV�DUH�OLNHO\�WR�FXW�EDFN�RQ�WKHLU�VSHQGLQJ�E\�PRUH�WKDQ�WKH\�ZRXOG�IRU�DQ�HTXDO�GROODU� UHGXFWLRQ� LQ� RWKHU�� OHVV� OLTXLG� IRUPV� RI� ZHDOWK�� $Q\� LPSDFW� RI� WKH�
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UHGXFHG� PRQH\� VXSSO\�� KRZHYHU�� PD\� EH� RIIVHW� E\� GHSRVLW� H[SDQVLRQ� E\�VROYHQW�EDQNV�WKDW�QRZ�KDYH�H[FHVV�UHVHUYHV�RU�E\�&HQWUDO�%DQN�WKURXJK�WKH�LQMHFWLRQ�RI�DGGLWLRQDO�UHVHUYHV���.DXIPDQ����������
����5ROH�RI�&HQWUDO�%DQN�
0DLQ�REMHFWLYH�RI�&HQWUDO�%DQN� LV� WR�PDLQWDLQ�VWDELOLW\� LQ� ILQDQFLDO�PDUNHWV��)RU�FRXQWULHV� WKDW�DUH�DLPLQJ�SULFH� VWDELOLW\� WKURXJK�H[FKDQJH� UDWH�DGMXVWPHQWV��LW�LV�LPSRUWDQW�WR�PRQLWRU�IRUHLJQ�H[FKDQJH�PDUNHWV�DQG�SXUVXH�DQ�H[FKDQJH�UDWH�SROLF\�WKDW�ZRXOG�EH�LQ�OLQH�ZLWK�PRQHWDU\�SROLF\�JRDOV��$Q�LPSRUWDQW�LQVWUXPHQW�RI�&HQWUDO�%DQN�LV� WR�WDNH�FRQWURO�RI�IRUHLJQ�H[FKDQJH�PDUNHWV�DQG�XVH�&HQWUDO�%DQN�UHVHUYHV���+VLHK��������
$Q\� FKDQJH� LQ� H[SHFWDWLRQV� ZLOO� UHVXOW� LQ� YHU\� KLJK� LQIORZV� DQG�RXWIORZV� RI� FDSLWDO�� 7KLV� UHVXOW� LQFUHDVHV� WKH� YROXPH� RI� IRUHLJQ� H[FKDQJH�PDUNHWV� DQG� DOVR� &HQWUDO� %DQN� UHVHUYHV�� 7KLV� LV� GXH� WR� &HQWUDO� %DQN¶V�FRQWLQXRXV� LQWHUYHQWLRQ� LQ�PDUNHWV��&HQWUDO�%DQN�KDV�EDVLFDOO\� WZR� WRROV� WR�VORZ� LQFUHDVH� LQ� WKLV� YROXPH�� )LUVW� RQH� LV�� SXUFKDVH� DQG� VDOH� RI� IRUHLJQ�H[FKDQJH� RU� ULVH� DQG� IDOO� LQ� LQWHUHVW� UDWHV�� ,W� LV� H[SHFWHG� WKDW� UHODWLRQVKLS�EHWZHHQ�LQWHUHVW�UDWHV�DQG�UHVHUYHV�ZLOO�EH�QHJDWLYH��/HY\�������
%HFDXVH� RI� LQHIIHFWLYHQHVV� RI� ULVH� LQ� LQWHUHVW� UDWHV� WR� KDOW� FDSLWDO�RXWIORZV� GXULQJ� SHULRGV� RI� FULVHV�� LW� UHSUHVHQWV� DOWHUQDWLYH� FRVW� RI� KROGLQJ�UHVHUYHV�� $Q� LPSRUWDQW� LPSOLFDWLRQ� RI� YRODWLOLW\� LQ� DQ� HPHUJLQJ� PDUNHW¶V��VKDUS� YRODWLOLW\� LV� VHHQ� LQ� UHVHUYHV�� ZKLFK� LV� QRW� FRPPRQ� LQ� GHYHORSHG�PDUNHWV��6HFRQGO\��&HQWUDO�%DQN�PDNH�IRUHFDVW�IRU�IXWXUH�DQG�SROLF\�PDNHUV�ZLOO� KDYH� WR� GHWHUPLQH� OHYHO� RI� UHVHUYHV� DQG� WDNH� QHFHVVDU\� DFWLRQV� ZLWK�PRQHWDU\�SROLF\�JRDOV��7KLV�PRGHO�LPSURYHV�RXU�IRUHFDVWLQJ�DELOLW\�LQ�VKRUW�UXQ��)LQGLQJV�RI�WKLV�UHVHDUFK�VKRZ�WKDW�JURZWK�UDWH�RI�UHVHUYHV�LV�QHJDWLYHO\�DIIHFWHG�E\�H[FKDQJH�UDWH�YRODWLOLW\�DV�H[SHFWHG��+RZHYHU��ZH�DUH�QRW�DEOH�WR�ILQG� DQ\� VLJQLILFDQW� UHODWLRQVKLS� EHWZHHQ� JURZWK� UDWH� RI� UHVHUYHV� DQG�YRODWLOLW\�LQ�VWRFN�PDUNHW��&RQILGHQFH�LQ�VWRFN�PDUNHW��ZKLFK�LV�UHIOHFWHG�E\�UHWXUQ�� LV� VLJQLILFDQWO\� UHODWHG� WR� UHVHUYHV�� 2YHUQLJKW� LQWHUHVW� UDWHV� DUH�QHJDWLYHO\� UHODWHG� WR� JURZWK� UDWH� RI� UHVHUYHV�� �(UFHO�� ������ � ,I� LQWHUHVW� UDWH�UHSUHVHQWV�DOWHUQDWLYH�FRVW�RI�KROGLQJ�UHVHUYHV� WKDQ�D�SRVLWLYH�UHODWLRQVKLS� LV�RFFXUUHG� ZLWK� PHDVXUH� RI� YDULDELOLW\�� +RZHYHU�� LPSRUW� VLJQ� FRXOG� QRW� EH�GHWHUPLQHG�� 7KLV� LV� PDLQO\� GXH� WR� OHYHO� RI� LPSRUWV� VKRZLQJ� GHJUHH� RI�FRXQWU\���)UHQNHO��������

�
���&$86(6�2)�5(&(17�&5,6,6�
3UHYDLOLQJ�FRQGLWLRQV�RI�7XUNLVK�HFRQRP\�FDQ�FKDQJH�DFWLYLWLHV�DQG�SULRULWLHV� RI� 7XUNLVK� %DQNLQJ� 6HFWRU�� +LJK� UDWH� RI� LQIODWLRQ�� IDLOXUH� LQ�PDLQWDLQLQJ� PDFURHFRQRPLF� VWDELOLW\�� ORZ� GHSWK� RI� ILQDQFLDO� VHFWRU� DQG�LPPDWXUH� QDWXUH� RI� QRQ�EDQN� ILQDQFLDO� LQWHUPHGLDWLRQ� DUH� DPRQJ� WKH�PDMRU�REVWDFOHV�WKDW�QHJDWLYHO\�DIIHFW�WKH�7XUNLVK�%DQNLQJ�6\VWHP���(UFHO��������
,W�LV�REYLRXV�WKDW�WKH�GHFUHDVH�RI�WKH�LQIODWLRQ�DQG�LQWHUHVW�UDWHV�KDV�EHHQ� WKH� ILUVW� WDUJHW� WR� VWDELOL]H� WKH� HFRQRP\�� 7KHUHIRUH� WKH� 7XUNLVK�JRYHUQPHQW� DLPHG� WR� UHGXFH� WKH�KLJK� LQIODWLRQ� UDWH� WR�DEROLVK� LWV�GLVUXSWLYH�
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HIIHFWV�RQ�WKH�LQFRPH�GLVWULEXWLRQ�LQ�7XUNH\��$OVR��WKH\�KDYH�WULHG�WR�GHFUHDVH�WKH�LQIODWLRQ�UDWH�LQ�RUGHU�WR�VDWLVI\�WKH�UHTXLUHG�FULWHULD�IRU�EHLQJ�D�FDQGLGDWH�FRXQWU\� IRU�(8��)RU� WKLV� UHDVRQ��JRYHUQPHQW�KDV�DWWHPSWHG�VHYHUDO� WLPHV� WR�GHFUHDVH� WKH� KLJK� OHYHO� RI� LQIODWLRQ� DQG� LQWHUHVW� UDWH�� ZKLFK� ZHUH� DOVR�VXSSRUWHG�E\�,0)���
� 7XUNLVK�HFRQRP\�KDV�H[SHULHQFHG�ZLWK� WZR�PDMRU�HFRQRPLF�FULVHV�LQ� ����� DQG� ������ FDOOHG� DV� D� EDODQFH� RI� SD\PHQW� FULVHV�� ,Q� ������ WKH�JRYHUQPHQW�WKRXJKW�WKDW�KLJKHU�LQWHUHVW�UDWHV�FRXOG�QRW�EH�FRQWLQXHG�IRUHYHU��,Q�RUGHU�WR�UHGXFH�WKH�LQWHUHVW�UDWH��LW�FKDQJHG�LWV�GHILFLW�ILQDQFLQJ�SROLF\�DQG�VWDUWHG� WR�XVH�&HQWUDO�%DQNV�UHVHUYHV�KHDYLO\��7KLV�FDXVHG�PRQH\�VXSSO\� WR�LQFUHDVH�LQ�WKH�HFRQRP\��ZKLFK�OHG�WR�GHFUHDVH�LQ�LQWHUHVW�UDWH��$W�WKDW� WLPH�WKH�H[FHVV�PRQH\�KDV�JRQH�WR�IRUHLJQ�H[FKDQJH�PDUNHW�DQG�OHG�WR�LQFUHDVH�LQ�WKH�GHPDQG� IRU� IRUHLJQ�FXUUHQF\��ZKLFK� LQ� WXUQ� UHVXOWHG� LQ�GHSOHWLRQ�RI� WKH�&HQWUDO�EDQN¶V�IRUHLJQ�FXUUHQF\�UHVHUYHV��7KLV�DQWLFLSDWLRQ�WULJJUHG�D�VXGGHQ�VSHFXODWLYH�DWWDFN�WR�JHW�ULG�RI�7/�WR�SUHYHQW�H[FHVVLYH�ORVVHV�DQG�WR�EHQHILW�IURP�WKH�VLJQLILFDQW�GHSUHFLDWLRQ��7KH�KXJH�GHPDQG�IRU�IRUHLJQ�FXUUHQF\�ZDV�IROORZHG�E\�D�ODUJH�FDSLWDO�RXWIORZ�IURP�WKH�FRXQWU\��$V�D�UHVXOW��LQ������WKH�7/�GHSUHFLDWHG�VHYHUHO\�DJDLQVW�GROODU��$IWHU������FULVLV��WKH�PDLQ�SUREOHPV�RI�WKH�7XUNLVK�HFRQRP\�KDYH�UHPDLQHG�WKH�VDPH�DW�WKH�EHJLQQLQJ�RI�������,Q�RUGHU� WR� VWDELOL]H� WKH� HFRQRP\�� WKH\� PDGH� VWUXFWXUDO� UHIRUPV� DQG�SULYDWL]DWLRQV��%XW�JRYHUQPHQW�FRXOG�QRW�DFKLHYH�WKH�VWUXFWXUDO�UHIRUPV�DV�LW�ZDV� H[SHFWHG� DW� WKH�EHJLQQLQJ�RI� VWDELOL]DWLRQ�SURJUDP�� �$W� WKH� VDPH� WLPH��WKH� H[SHFWDWLRQV� LQFUHDVHG� WKDW� VWRFN� H[FKDQJH� PDUNHW� ZRXOG� FROODSVH� DQG�JRYHUQPHQW� FRXOG� QRW� VXUYLYH� DQ\� PRUH�� 7KHQ� WKHVH� H[SHFWDWLRQV� EURXJKW�KXJH�RXWIORZ�IURP�VWRFN�PDUNHW�DQG�LQFUHDVHG�GHPDQG�IRU�IRUHLJQ�FXUUHQF\��ZKLFK� LQ� WXUQ� GHFUHDVHG� WKH� FHQWUDO� EDQN¶V� UHVHUYHV�� $W� WKH� VDPH� WLPH��SUREOHPV� LQ� EDQNLQJ� VHFWRU� FDPH� RXW�� 7XUNLVK� SULYDWH� EDQNV� KDG� ERUURZHG�KXJH�DPRXQW�RI�ORDQV�IURP�DEURDG�DQG�ERXJKW�7/�±GHQRPLQDWHG�JRYHUQPHQW�ELOOV� ZLWK� WKHVH� IXQGV�� 6LQFH� WKH� EDQNV� KDYH� EHHQ� OHIW� ZLWK� XQKHGJHG�ERUURZLQJV�� WKHLU�GHPDQG� IRU� IRUHLJQ�FXUUHQF\� WR� FRYHU� WKHLU� FRQWULEXWHG� LQ�GHSUHFLDWLRQ�RI�7/�IXUWKHU��$V�D�UHVXOW��VR�PDQ\�EDQNV�KDG�JDLQ�SUREOHPV�DQG�VRPH�RI�WKHP�ZHQW�EDQNUXSWF\���7DVNÕQ��2]JXQ�DQG�$O�6KHZH\��������

7DEOH���)RUHLJQ�([FKDQJH�5HVHUYHV�RI�&HQWUDO�%DQN�������FULVLV��
)RUHLJQ�([FKDQJH�5HVHUYHV�RI�&HQWUDO�%DQN�������&ULVLV
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7DEOH����)RUHLJQ�([FKDQJH�5HVHUYHV�RI�&HQWUDO�%DQN�������FULVLV��
)RUHLJQ�([FKDQJH�5HVHUYHV�RI�&HQWUDO�%DQN�������&ULVLV
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6RXUFH��7&0%�3XEOLFDWLRQV��>����@�
:KHQ�D�EDQN�LV�IDFLQJ�SRVVLEOH�EDQNUXSWF\��LWV�RZQHUV�DQG�PDQDJHUV�PD\� WDNH� JUHDWHU� ULVNV� LI� WKH\� H[FHSW� WR� DYRLG� DUH� KHOG� DFFRXQWDEOH�� $V� D�UHVXOW�� SUREOHPV� WKDW� FDQ� RUGLQDULO\� EH� FRQWDLQHG� PD\� EH� PDJQLILHG�� DQG�VRRQHU� RU� ODWHU� WKH� EDQNLQJ� V\VWHP� ZLOO� UXQ� LQWR� GLIILFXOWLHV�� )XUWKHUPRUH��FRPSOH[� UHODWLRQVKLS� DQG� PXWXDO� GHSHQGHQF\� W\SLFDOO\� GHYHORS� EHWZHHQ�EDQNV�DQG� WKHLU�FOLHQWV��DV�ZHOO�DV�DPRQJ�EDQNV��VR� WKDW�GLIILFXOWLHV� WKDW�DUH�LQLWLDOO\� ORFDOL]HG� FDQ� VSUHDG� WKURXJKRXW� WKH� EDQNLQJ� VHFWRU� DQG� LQWR� WKH�HFRQRP\�DV�D�ZKROH��$V�SDQLFV�DQG�UXQV�KLW�D�EDQNLQJ�V\VWHP��JRYHUQPHQW�SOD\� D� FULWLFDO� UROH� LQ� FRQWDLQLQJ� WKH� FULVLV�� 7KH� SULPDU\� REMHFWLYH� RI� WKH�JRYHUQPHQW� LV� WR� FRQWDLQ� WKH� GDPDJH�� UHVWRUH� FRQILGHQFH� WR� WKH� SXEOLF�� DQG�DYRLG� RU� FRQWDLQ� FRQWDJLRQ��%DQN� UHJXODWRUV� RIWHQ� KDYH� D� FKRLFH� LQ� KRZ� WR�LQWHUYHQH�DQG�IRU�KRZ�ORQJ��7KH\�RIWHQ�PDNH�XVH�RI�D�EDQN�KROLGD\��XVXDOO\�DURXQG�D�ZHHNHQG���GXULQJ�ZKLFK�WR�LQWHUYHQH�LQ�D�EDQN��7KLV�WLPH�LV�WR�XVH�DVVHVV� WKH� GDPDJH� DQG� HLWKHU� VXVSHQG� RU� UHYRNH� WKH� EDQN¶V� FKDUWHU�� $V�UHJXODWRUV�FRPH�WR�WHUPV�ZLWK�WKH�VFRSH�DQG�QDWXUH�RI�WKH�SUREOHPV��WKH\�FDQ�DVVHVV�ZKDW�WR�GR��HLWKHU�FORVH�WKH�EDQN�DQG�OLTXLGDWH�WKH�DVVHWV�RU�PDNH�WKH�LQWHUYHQWLRQ� WHPSRUDU\�� LQMHFW� FDSLWDO�� DQG� SXW� LQWR� SODFH� QHZ�PDQDJHPHQW�LQWHQGLQJ�WR�HYHQWXDOO\�UH�SULYDWL]H�WKH�EDQN���+DUG\��������

� $XWKRULWLHV� KDYH� QR� FKRLFH� QRZ� EXW� WU\� WR� OLPLW� GDPDJH� ZLWK�MXGLFLRXV� PDFURHFRQRPLF� SROLFLHV�� ILQG� D� VROXWLRQ� IRU� EDQNLQJ� V\VWHP�SUREOHPV�DQG�UH�HVWDEOLVK�PDUNHW�FRQILGHQFH�E\�FRQWLQXHG�LPSOHPHQWDWLRQ�RI�VWUXFWXUDO� UHIRUP� DQG� SULYDWL]DWLRQ� SURJUDP�� %XW�PDLQ� FKDOOHQJH�ZLOO� EH� WR�FRQWDLQ� ORFDO� IDOO� RI�PRQHWDU\� VWUHQJWK� DQG� DGMXVWPHQW�SURFHVV� LV� HTXLWDEOH��3HUKDSV�(XURSHDQ�8QLRQ� FRXOG� VHUYH� DV� D� IRFDO� SRLQW� IRU� QHZ� VRFLDO� DIIHFW�DQG� QHZ� SROLWLFDO� FRPPLWPHQW� WR� UHIRUP�� :RUU\� DERXW� FULVLV� LQ� ODWH�1RYHPEHU� ����� ZDV� PDLQO\� LQ� 7XUNH\¶V� HFRQRPLF� V\VWHP�� EXW� LPPHGLDWH�FDXVH�ZDV� D� FRPELQDWLRQ� RI� SRUWIROLR� ORVVHV� DQG� OLTXLGLW\� SUREOHPV��:KHQ�&HQWUDO�%DQN�GHFLGHG�WR�SXW�OLTXLGLW\�LQWR�V\VWHP�DJDLQVW�LWV�ERDUG�UXOHV��WKH\�ZRUU\� WKDW� SURJUDP� DQG� FXUUHQF\� ZDV� QR� ORQJHU� VXVWDLQDEOH� DQG� H[WUD�OLTXLGLW\� IORZ� RXW� E\� FDSLWDO� DFFRXQW� DQG� UHVHUYH��*RYHUQPHQW� FRQWLQXH� LWV�DWWHPSW� WR�SUHYLRXV� LQIODWLRQ� WDUJHWV��E\� VSHHG�XS�SULYDWL]DWLRQ�DQG�EDQNLQJ�UHIRUPV��WRRN�RYHU�D�PDMRU�EDQN�WKDW�KDG�EHHQ�DW�RULJLQ�RI�OLTXLGLW\�SUREOHPV�DQG�DQQRXQFHG�D�JXDUDQWHH�RI�DOO�EDQN�OLDELOLWLHV���-R\FH��������
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0RUH�FULVHV�IROORZHG��+RZHYHU��WKLV�WLPH�&HQWUDO�%DQN�KDG�ERDUG�UXOHV�DQG�UHMHFWV�WR�DFW��DV�OHQGHU�RI�ODVW�UHVRUW��ZLWK�KRSH�WKDW�EDQNV�ZRXOG�WXUQ�LQ�WKHLU�GROODUV� LQ� RUGHU� WR� REWDLQ� /LUD�� $V� D� UHVXOW� RI� UHFRUGLQJ� RYHUQLJKW� LQWHUHVW�UDWHV��LW�ZDV�SHDNHG�DW�FORVH�WR�������RQ�)HEUXDU\�����7KH�EDQNLQJ�V\VWHP��DOUHDG\� JUHDWO\� ZHDNHQHG� E\� ILUVW� FULVLV�� IDFHG� EUHDNGRZQ� DV� LQWHU�EDQN�SD\PHQWV� V\VWHP� FHDVHG� WR� IXQFWLRQ� DOWRJHWKHU�� 7KH� QH[W� GD\� JRYHUQPHQW�GHFLGHG�WR�IORDW�/LUD���(UFHO��������
� 8QGHU� WKHVH� FLUFXPVWDQFHV�� FXUUHQF\� ZDV� SUREDEO\� RQO\� VROXWLRQ�DYDLODEOH��0DUNHW� FRQILGHQFH� WKDW�ZRXOG� KDYH� EHHQ� UHTXLUHG� WR� VXVWDLQ� SHJ�VWUDWHJ\�ZDV�QRW�SUHVHQW��:KDWHYHU� VWUHQJWK�RI� QHZ� VWUDWHJ\�� WKH\�ZLOO� IDFH�KLJKHU� FRVWV� DQG� JUHDWHU� ULVNV� EHFDXVH� RI� FUHGLWDELOLW\� WKDW� KDV� EHHQ� ORVW��0DMRU� ULVN� FRPHV� IURP� ZHDN� FXUUHQF\� EHVLGH� KLJK� FRXQWU\� ULVN� GXH� WR� EH�XQDEOH� WR� UH�HVWDEOLVK�FRQILGHQFH�TXLFNO\�� ,I� ULVN� WRRN� ORQJ�SHULRG�� LW�ZRXOG�UHVXOW� LQ�QHJDWLYH�DIIHFW� IRU�7XUNH\�� ,W�ZRXOG�QHHG� ODUJH� WHUPV�RI� WUDGH�DQG�UHDO� LQFRPH� ORVVHV� IRU� FRQVXPHUV�� UHDO� EDODQFH� VKHHW� ORVVHV� LQ� EDQN� DQG�FRUSRUDWH�VHFWRUV��D�JURZLQJ�SXEOLF�GHEW�DV�VXFK�ORVVHV�DUH�QDWLRQDOL]HG�DQG�UHQHZHG�GHEW�GXH�WR�JURZLQJ�LQWHUHVW�FRVWV�RQ�SXEOLF�GHEW���%DODEDQ���������
� ,Q� VXFK� HQYLURQPHQW�� ULVH� RI� SROLWLFDO� DQG� VRFLDO� SUREOHPV� FRXOG�EHFRPH� ZHDNHU� DQG� QHHG� QHZ� UHIRUP�� $OVR�� LQIODWLRQ� DIIHFW� IROORZLQJ�FXUUHQF\� GHYDOXDWLRQ� FRXOG� HDVLO\� EHFRPH� UHQHZHG� LQIODWLRQ� OLQNHG� ZDJH�ULVHV��HVSHFLDOO\�LI�ILVFDO�VLWXDWLRQ�ZDV�RXW�RI�FRQWURO��5HVROYLQJ�WKLV�SUREOHP�ZLOO� UHTXLUH� VWULFW� DGKHUHQFH� WR� SULYDWL]DWLRQ� JRDOV� DQG� VWUXFWXUDO� UHIRUP�SURJUDP� LQ�EDQNLQJ� DQG� VWDWH� HQWHUSULVH� VHFWRUV��ZKLFK�ZRXOG�KHOS� WR�GULYH�GRZQ�FRXQWU\� ULVN� DQG� DWWUDFW�PRUH� VWDEOH� IRUPV�RI� IRUHLJQ� ILQDQFH� VXFK�DV�GLUHFW� LQYHVWPHQW�� ([HUFLVLQJ� WLJKW� FRQWURO� PXVW� LPSRVH� ILVFDO� GLVFLSOLQH����.DPLQVN\�DQG�5HLQKDUW��������

0DMRU� FKDOOHQJH� WR� DXWKRULW\� LV� WR� EXLOG� DJDLQ� VRFLDO� DZDUH� IRU�DGMXVWPHQW� JLYHQ� WKDW� PRQHWDU\� FUHGLELOLW\� KDV� EHHQ� EDODQFHG�� 'HSRVLWRUV��EDQNV� DQG� EXVLQHVVHV� FDQ� FODLP� ZLWK� VRPH� MXVWLILFDWLRQV� WKDW� DUH� VXIIHUHG�SUHFLVHO\�EHFDXVH�WKH\�EHOLHYHG�PXFK�LQ�SURJUDP��$Q�LQFRPH�SROLF\�PXVW�EH�ZRUNHG� RXW� ZLWK� VRFLDO� SDUWQHUV�� EXW� WKLV� ZDV� QHYHU� IXOO\� DFFHSWHG� ZKHQ�SURJUDP� ZDV� FUHGLEOH�� ,W� ZLOO� EH� KDUG� WR� DVN� IRU� IXUWKHU� VDFULILFH� RI� WKHVH�EXVLQHVVPHQ�� DV� UHDO�ZDJH� FXWV� GXH� WR� GHYDOXDWLRQ� RU�PRUH� OD\�RIIV� GXH� WR�VWUXFWXUDO�UHIRUPV���:LOOLDQVRQ�DQG�0DKDU��������
+RZHYHU�� ZLWKRXW� VRPH� NLQG� RI� VRFLDO� UHRUJDQL]DWLRQ�� LW� PLJKW� EH�YHU\�GLIILFXOW�WR�ILQG�D�QHZ�VROXWLRQ�IRU�LQIODWLRQ��$QG�SXUSRVH�RI�7XUNH\�WR�MRLQ� (8� PLJKW� UHVXOW� LQ� ELJ� FULVLV� IRU� SXEOLF� RI� 7XUNH\� EHFDXVH� RI� WKHLU�UHIRUP��$OVR��QHHG�IRU�HFRQRPLF�VWDELOL]DWLRQ�DQG�LQVWLWXWLRQ�PRGHUQL]DWLRQ�LV�QHFHVVDU\� IRU� JRLQJ� IRUZDUG� (XURSH�� DQG� UHPDLQV� HVVHQWLDO� IRU� ILQGLQJ� D�VROXWLRQ�WR�7XUNH\¶V�SUREOHPV���']LREHN�DQG�3D]DUEDVLRJOX��������
6LPLODU�WR�VLWXDWLRQ�DW�HQG�RI�\HDU�������EDQNLQJ�VHFWRU�H[SHULHQFHG�D QHJDWLYH� SHUIRUPDQFH� LQ� SURILWDELOLW\� GXULQJ� ILUVW� KDOI� RI� ������ %XW� WKH\�UHDOL]HG� VRPH� UHFRYHU\� LQ� WKLUG� TXDUWHU�� ,Q� ILUVW� KDOI� RI� \HDU�� EHFDXVH� RI�PDWXULW\� DQG� FXUUHQF\� PLVPDWFKHV�� EDQNLQJ� VHFWRU� ZDV� DIIHFWHG� IURP�GHSUHFLDWLRQ� RI� 7/� DQG� LQFUHDVLQJ� LQWHUHVW� UDWHV� IROORZLQJ� 1RYHPEHU� DQG�
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)HEUXDU\�FULVLV��%DQNLQJ�VHFWRU�ZKLFK�KDG�D�SURILW�RI����WULOOLRQ�LQ�ILUVW�KDOI�RI�������HQGHG�ILUVW�KDOI�RI������ZLWK�D�ORVV�RI�����TXDGULOOLRQ��,Q�GROODU�WHUPV��ZKLOH�SURILW�RI�EDQNV�ZDV����PLOOLRQ�LQ�ILUVW�KDOI�RI�������ORVV�RI�EDQNV�LQ�WKLV�\HDU�ZDV�����ELOOLRQ�GROODUV���<HOGDQ��������
3DPXNEDQN� ZDV� 7XUNH\¶V� VL[WK�ELJJHVW� SULYDWH� EDQN� DQG� LW� ZDV�VWRSSHG�IURP�RSHUDWLRQ�E\�EDQNLQJ�UHJXODWRU\�DXWKRULW\�IROORZLQJ�GLVFRYHU\�RI�D����ELOOLRQ�EODFN�KROH� LQ� LWV�EDODQFH�VKHHW��0RYHV�FDPH� IROORZLQJ� IURP�DXGLW�RI�7XUNLVK�EDQNV�E\�7XUNLVK�&HQWUDO�%DQN�DLPHG�DW�DVVHVVLQJ�VHFWRU¶V�OLTXLGLW\� LQ� RUGHU� WR� LPSOHPHQW� DQ� LQWHUQDWLRQDO� 0RQHWDU\� )XQG� �,0)�� UH�FDSLWDOL]DWLRQ�SURFHVV��$�QHZ�,0)��VSRQVRUHG�EDQNLQJ�ODZ�SDVVHG�HDUO\�WKLV�\HDU�KDG�EHHQ�LQWHQGHG�WR�EULQJ�VHFWRU� LQ�OLQH�ZLWK� LQWHUQDWLRQDO�QRUPV��%XW�UHJXODUO\� DXWKRULW\� DQQRXQFHG� E\� 3DPXNEDQN� KDG� IDLOHG� WR� WDNH� PHDVXUHV�VKRZ�LQ�ODZ�DQG�DFFRUGLQJ�WR�D�&HQWUDO�%DQN�DXGLW�LW�ZDV�VKRZLQJ�D�FDSLWDO�GHILFLW� RI� DURXQG� ��� ELOOLRQ� DV� RI�'HF� ��������� 6WRSSLQJ� 3DPXNEDQN� IURP�RSHUDWLRQ� EULQJV� ��� SULYDWH� EDQNV� WDNHQ� RYHU� E\� DXWKRULW\� VLQFH� LWV�HVWDEOLVKPHQW� LQ� ������ %HFDXVH� RI� WKHVH� VRPH� KDG� EHFRPH� XQVWDEOH� DV� D�UHVXOW� RI� GHOLEHUDWH� KROORZLQJ� RXW� E\� WKHLU� RZQHUV�� EXW� PRUH� FRPPRQO\�WKDQNV� WR� WKHLU�EHLQJ�XVHG�DV�D�VRXUFH�RI� µ¶VRIW¶¶� ORDQV�RU�FRPSDQLHV�ZLWKLQ�VDPH� JURXS�� *LYHQ� VWURQJ� OLQNV� EHWZHHQ� EXVLQHVV� DQG� SROLWLFDO� LQWHUHVWV� LQ�7XUNH\��FDQFHO�RI�RSHUDWLRQ�RI�3DPXNEDQN� LV�SDUWLFXODUO\�VLJQLILFDQW�� �$V� LW�FOHDUO\� LQGLFDWHV� SRZHU� FDQ� EH� FRQVLGHUHG� DERYH� ODZ�� D� VLWXDWLRQ� KDV� QRW�DOZD\V�EHHQ�VHHQ�WR�EH�FDVH�RYHU�SDVW�WZR�GHFDGHV��&XNXURYD�DQQRXQFHG�WKDW�LW� LQWHQGHG� ORVV�PDNLQJ� 3DPXNEDQN� ZLWK� D� EDQN�� ZKLFK� LV� 7XUNH\¶V� WKLUG�ODUJHVW�SULYDWH�EDQN��<DSL�.UHGL��&XNXURYD�&RUSRUDWLRQ�ZLOO�DOVR�EH�VXHG�IRU���� ELOOLRQ� PLVVLQJ� IURP� 3DPXNEDQNCV� EDODQFH� VKHHW�� ZKLFK� LV� EHOLHYHG� WR�KDYH�JRQH�LQ�CVRIWC� ORDQV�WR�&XNXURYD�&RPSDQLHV��:KHWKHU�.DUDPHKPHW�RU�VHQLRU� FRPSDQ\� GLUHFWRUV� ZLOO� IDFH� SURVHFXWLRQ� IRU� WKHLU� SDUW� LQ� FUDVK� RI�3DPXNEDQN� UHPDLQV� WR� EH� VHHQ�� ,W� LV� DOVR� XQFOHDU� KRZ� VRRQ� WKH\� ZLOO� EH�H[SHFWHG�WR�GLYHVW�WKHLU�LQWHUHVWV�LQ�<DSL�.UHGL��

� 6RPH� DQDO\VWV� ZDUQ� WKDW� D� UHJXODWRU\� DXWKRULW\� ERDUG� ZLOO� EH�REOLJDWHG�WR�UXQ�EDQN�RQ�D�µ¶OHVV�ULVN¶¶�EDVLV��ZKLFK�ZLOO�KDUP�EDQN¶V�SURILWV�DQG� LWV� FKDQFHV�RI� ILQGLQJ�D�EX\HU�� DV�ZHOO� DV�GHHS�FUHGLW� VTXHH]H�ZKLFK� LV�DOUHDG\� DIIHFWLQJ� 7XUNH\¶V� DELOLW\� WR� LQYHVW� LWV� ZD\� RXW� RI� SDVW� \HDU¶V�HFRQRPLF�FULVLV��0RVW�SUREOHPV�PD\�UHVXOW�IURP�RZQHUVKLS�ZLWKLQ�&XNXURYD�&RUSRUDWLRQ�� 3DPXNEDQN� DQG� <DSL� .UHGL� %DQN� KROG� ��� DQG� ���� VWDNHV�UHVSHFWLYHO\� LQ� &XNXURYD� &RPSDQ\�� DQG� DOVR� 7XUNFHOO� ZKLFK� LV� 7XUNH\¶V�ODUJHVW� PRELOH� WHOHSKRQH� RSHUDWRU� ZLWK� DURXQG� ���� RI� PDUNHW� EHORQJV� WR�&XNXURYD� &RUSRUDWLRQ�� 1RZ� VHHP� FHUWDLQ� WR� EH� VROG� DV� UHJXODWRUV� VHHN� WR�UHFRYHU�SDUW�RI����ELOOLRQ�ORVW�IURP�3DPXNEDQN��DQG�LI�<DSL�.UHGL�SURYH�XQ�VDODEOH� LQ�VKRUW� WHUP�� UHJXODWRU\�DXWKRULW\�PD\�DOVR�REOLJH�&XNXURYD� WR�VHOO�LWV�RZQ�����VWDNH�LQ�7XUNFHOO�WR�FRYHU�UHPDLQGHU�RI�LWV�GHEWV��7ZR�\HDUV�DJR��ZKHQ� 7XUNFHOO� SXEOLF� RIIHU� DSSHDU� RQ� ,VWDQEXO� DQG� 1HZ� <RUN� VWRFN�H[FKDQJHV�� ERWK� FRPSDQ\� DQG� LWV� SDUHQW� &XNXURYD� FRXOG� GR� QR� ZURQJ���0XQLU���������
�
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� 7DEOH����)LQDQFLDO�5DWLRV�RI�3DPXNEDQN�

�

6RXUFH��7&0%�3XEOLFDWLRQV��>����@����������������������������
$V� ZH� VHH� IURP� WDEOH�� VWDQGDUG� FDSLWDO� UDWLRV� DUH� LQFUHDVLQJ� IURP������ WR� ������ 7KH� UHDVRQ� RI� WKLV� LV� LQFUHDVLQJ� FDSLWDO� DQG� H[SDQGLQJ� DV� D�EDQN��2Q�WKH�RWKHU�KDQG��WRWDO�DVVHWV�DUH�QRW�FKDQJLQJ�EXW�UDWLR�LV�LQFUHDVLQJ�DV�\HDUV�SDVW��7KH� UHDVRQ�RI� WKLV� LV� LQFUHDVH� LQ�QHW�HDUQLQJV��6R�ZH�FDQ�VD\�3DPXNEDQN� LQFUHDVH� LWV� ORDQV�� VHFXULWLHV� DQG� RWKHU� LQWHUHVW� LQFRPHV� ZKLOH�GHFUHDVLQJ� LWV� H[SHQVHV�� 6R� LWV� QHW� HDUQLQJV� DUH� LQFUHDVLQJ�� %XW� WKLV� UHVXOW�GRHV� QRW� KHOS� 3DPXNEDQN� IRU� QRW� JRLQJ� EDQNUXSWF\�� %HFDXVH� RI� KDYLQJ�IORZLQJ�OLQH�RI�GHSRVLWV�IURP������WR�������LW�LQFUHDVHV�LWV�FDSLWDO�UDWLR��WRR��

5DWLRV�IRU�3DPXNEDQN� �
���� �

���� ���� ���� ���� ����
&DSLWDO�5DWLRV� �� �� �� �� �
6WDQGDUG�&DSLWDO�5DWLRV� ���� ���� ��� ��� ���
�6KDUHKROGHUV�(TXLW\�1HW�(DUQLQJV��7RWDO�$VVHWV� ���� �� ��� ���� ���
�6KDUHKROGHUV�(TXLW\�1HW�(DUQLQJV���'HSRVLWV�1RQ�GHSRVLW�,WHPV� ���� ���� ���� ���� ���
4XDOLW\�RI�$VVHWV� �
7RWDO�&UHGLWV�7RWDO�$VVHWV� ���� ���� ���� �� ����
/RDQ�/RVV�3URYLVLRQV�7RWDO�&UHGLWV� ��� ��� ��� ��� ���
/LTXLGLW\� �
&XUUHQW�$VVHWV�7RWDO�$VVHWV� �� ���� ���� ���� ����
&XUUHQW�$VVHWV��&XUUHQW�/LDELOLWLHV� ���� ���� �� ���� ����
3URILWDELOLW\� �
1HW�(DUQLQJV��/RVVHV��$YDUDJH�7RWDO�$VVHWV� ��� � ��� ��� ���
1HW�(DUQLQJV��/RVVHV���$YDUDJH�6KDUHKROGHUV�(TXLW\� ���� ���� ���� ���� ����
6WUXFWXUH�RI�,QFRPH�DQG�([SHQVHV� �
,QWHUHVW�,QFRPH��,QWHUHVW�([SHQVHV� ��� ��� ��� ��� ���
1RQ�,QWHUHVW�,QFRPH��1RQ�,QWHUHVW�([SHQVHV� ���� ���� ����� ����� �����
7RWDO�,QFRPH��7RWDO�([SHQVHV� ��� ��� ��� ��� ���

*URXS�6KDUHV� �
7RWDO�$VVHWV� ��� ��� ��� ��� ���
7RWDO�&UHGLWV� ���� ���� ���� ���� ����
7RWDO�'HSRVLWV� ���� ���� �� ��� ���
6HFWRU�6KDUHV� �
7RWDO�$VVHWV� ��� ��� ��� ��� ���
7RWDO�&UHGLWV� ��� ��� ��� ��� ���
7RWDO�'HSRVLWV� ��� � ��� ��� ���
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$OVR� GHSRVLWV� DQG� QRQ�GHSRVLW� LWHPV� DUH� ORZ� LQ� ����� DQG� ������ 7KDW� LV�DQRWKHU� UHDVRQ�RI� LQFUHDVH� LQ�VKDUHKROGHUV�HTXLW\�DQG�QHW�HDUQLQJV�� ,I�EDQNV�JHW� OHVV� IXQGV� IURP� ,QWHUEDQN�PDUNHW� WR� DVVHW� DQG� OLDELOLW\�� WKHQ�� WKH� UHVXOW�ZLOO� QRW� EH� WKH� VDPH�� 7RWDO� FUHGLWV�WRWDO� DVVHWV� DUH� KDYLQJ� LWV� KLJK� YDOXH� LQ������DQG�LW�KDV�VWDUWHG�WR�GHFUHDVH�IURP�WKLV�\HDU��7KH\�PLJKW�JLYH�OHVV�FUHGLW�RU� WKHLU� WRWDO� DVVHWV� PLJKW� LQFUHDVH�� $OVR�� WKLV� UDWLR� LV� LQFUHDVLQJ�� ,Q� HYHU\�\HDU��EDQNV�VHSDUDWH�3URYLVLRQ�IRU�ORDQ�ORVVHV��%HFDXVH�VRPHWLPHV�ORDQV�WKDW�WKH\�KDYH�JLYHQ�ZLOO� QRW� FRPH�EDFN��6R� DFFRUGLQJ� WR� VXFK� ORDQV� WKH\�KDYH�JLYHQ�� WKH\� GHFUHDVHG� WKH� DPRXQW� RI� ORDQ� ORVVHV� SURYLVLRQV�� $V� D� UHVXOW�� LW�EHFRPHV� PRUH� VWDEOH�� 7RWDO� DVVHWV� VKDUHV� DUH� VLPLODU�� 'HSRVLWV� DUH� ORZ�EHFDXVH�RI�DVVHWV��6R�%DQN�KDV�WR�LQFUHDVH�LWV�DVVHWV�WR�LQFUHDVH�WKHLU�UDWLRV��,QWHUHVW�HDUQLQJV�DUH�JRRG��WRR��,W�LV�LQFUHDVLQJ���7KDW�PHDQV��WKH\�DUH�JHWWLQJ�WKH�PRQH\�WKH\�KDYH�JLYHQ�WR�WKHLU�ERUURZHUV��2Q�WKH�RWKHU�KDQG��IURP������WR� ������ WKH\� KDYH� D� SUREOHP�ZLWK� QRQ�LQWHUHVW� LQFRPH��%HFDXVH� UDWLRV� DUH�QHJDWLYH�KHUH��7KH\�KDYH�D�ORZ�LQWHUHVW�LQFRPH�DFFRUGLQJ�WR�WKH�PRQH\�WKH\�KDYH� JLYHQ�� %XW� ODWHU� RQ�� WKH\� GHFUHDVH� WKHLU� QRQ�LQWHUHVW� H[SHQVHV� ZKLOH�LQFUHDVLQJ� WKHLU�QRQ�LQWHUHVW� LQFRPH��6R� WKH\�PDNH�D�JRRG�HDUQLQJ� LQ�������:H� FDQ� VD\� IRU� WRWDO� LQWHUHVW� UDWLR� WKDW� WKH\� LQFUHDVH� WKHLU� LQFRPHV� ZKLOH�H[SHQVHV�DUH�LQFUHDVLQJ��
)RUHLJQ�H[FKDQJH�LQFRPH�LV�LQFOXGHG�LQ�WKLV�SDUW��$V�ZH�NQRZ�WKHUH�ZDV� GHYDOXDWLRQ� LQ� RXU� FRXQWU\� LQ� ������ 3DPXNEDQN�PDNHV� D� KXJH� ORVV� LQ�IRUHLJQ�H[FKDQJH�LQFRPH��$V�D�UHVXOW��WKH\�VHSDUDWH�SURYLVLRQ�IRU�ORDQ�ORVVHV�PRUH�WKDQ�WKH\�H[SHFWHG��:KHQ�ZH�ORRN�DW�WKH�WDEOH�����VKDUHKROGHUV�HTXLW\��QHW� HDUQLQJV�� WRWDO� DVVHWV� UDWLR� LV� GHFUHDVLQJ� LQ� ������ $OVR�� VKDUHKROGHUV�HTXLW\�� QHW� HDUQLQJV�� GHSRVLWV� �QRQ�GHSRVLW� LWHPV� UDWLR� LV� GHFUHDVHG�� WRR��7KDW� PHDQV� LWV� QHW� HDUQLQJV� DUH� GHFUHDVLQJ� DQG� VKDUHKROGHUV� HTXLW\� LV� QRW�HQRXJK� WR� UDLVH� WKH� UDWLR�� 2Q� WKH� RWKHU� KDQG�� TXDOLW\� RI� DVVHWV� UDWLRV� LV�GHFUHDVLQJ��3DPXNEDQN�VHSDUDWH�VR�PDQ\�SURYLVLRQV�IRU�ORDQ�ORVVHV�LQ������EHFDXVH� RI� IRUHLJQ� H[FKDQJH� ORVVHV� FDXVHG� E\� GHYDOXDWLRQ�� 7KHUHIRUH�� WKHLU�OLTXLGLW\� UDWLRV� DUH� VWDUWHG� WR� GHFUHDVH�� %HFDXVH� WKH\� PDGH� D� ORVV� LQ� WKHLU�FUHGLWV�EHFDXVH�RI�GHYDOXDWLRQ�LQ�IRUHLJQ�H[FKDQJH�DQG�OLTXLGLW\�SUREOHPV�DUH�VWDUWHG�LQ�3DPXNEDQN�DV�RI��������
%DQNV� DUH� PDMRU� SOD\HUV� LQ� ILQDQFLDO� V\VWHP� DQG� DUH� DIIHFWHG� E\�LQWHUQDWLRQDO� EDQNLQJ� UHJXODWLRQV�� � 7KH\� KDYH�PDGH� VLJQLILFDQW� SURJUHVV� LQ�LQYHVWPHQWV�DQG�RUJDQL]DWLRQV��7KH\�RSHQHG�EUDQFKHV�DQG�PDGH�VWUDWHJLHV�WR�LQFUHDVH� WKHLU� VKDUHV� LQ� LQWHUQDWLRQDO�PDUNHWV��$OVR�� WKH\� VWDUWHG� WR� LQFUHDVH�WKHLU�TXDOLILHG�SHUVRQQHO�E\�XVLQJ�+XPDQ�5HVRXUFHV�7HFKQLTXHV���
2Q� WKH� RWKHU� KDQG�� 3DPXNEDQN� LV� WKH� EDQN�� ZKLFK� KDG� IROORZHG�WKHVH� VWUDWHJLHV�� ,W� KDV� RSHQHG� QHZ� EUDQFKHV� LQ� 7XUNH\� DQG� ILQG� QHZ�VWUDWHJLHV� WR� LQFUHDVH� LWV� VKDUHV� LQ� EDQNLQJ� VHFWRU�� %XW� ����� FULVHV� DIIHFWHG�WKLV�EDQN�� ,Q� WKDW�SHULRG��EHFDXVH�RI�JURXS� ULVN� LW� KDG��SUHVVXUH�RI� OLTXLGLW\�ZDV�LQFUHDVHG�DV�D�UHVXOW�RI�GXOOHG�DVVHWV�DQG�LW�KDG�WR�EHDU�KLJK�FRVW�VRXUFHV��7KH�EHVW�WKLQJ�WR�GR�ZDV�WR�OLTXLGDWH�H[SHQVLYH�VRXUFHV�WKDW�EDQNV�KDG�ZKLOH�TXDOLW\� RI� DVVHWV� RI� EDQNV�ZHUH�ZHOO�� %XW� 3DPXN�%DQN� FRXOG� QRW� ILQG� DQ\�RSSRUWXQLW\�RI�VHOOLQJ�LWV�VRXUFHV�EHFDXVH�RI�ORZ�TXDOLW\�RI�DVVHWV�ZHOGHG�E\�JURXS�ULVNV�DQG�KROGLQJ�WKHVH�H[SHQVLYH�VRXUFHV�PDGH�WKH�ORVV�LQFUHDVLQJ�DV�



ø1&(�±�'(0ø5��

���

�����

\HDUV� SDVW�� 7KHUHIRUH�� WKH� PRVW� LPSRUWDQW� SUREOHP� IRU� WKLV� EDQN� ZDV� QRW�JHWWLQJ�WKH�FUHGLWV�LW�KDG�JLYHQ�WR�WKHLU�FOLHQWVC�DQG�RWKHU�ILUPV��&UHGLWV�ZHUH�QRW� SDLG� LQ� PDWXULW\� GDWH� DQG� EDQNV� SDLG� WKHP�� $OVR�� LW� FRXOG� QRW� JHW� WKH�LQWHUHVW� RI� WKHVH� FUHGLWV�� ,W� RQO\� PDGH� LQWHUHVW� GLVFRXQW� DQG� WKH� GHJUHH� RI�FKDQJH� LQ� DQ� H[FKDQJH� UDWH��'LVFRXQWV�ZHUH� SXW� XQGHU� FUHGLWV� DQG�RU� RWKHU�DVVHWV�LQ�WKH�EDODQFH�VKHHW��6R�LWV�EDODQFH�VKHHWV�ZHUH�PDGH�PRUH�SURILWDEOH�DQG�EDQNV�VKDUHKROGHUV�HTXLW\�ZDV�PDGH�VHHQ�EHWWHU��
%HFDXVH�RI�GHIDXOWHG�FUHGLWV� WKDW� LW�KDG�JLYHQ� WR�ILUPV�DQG�FOLHQWVC��LWV� DVVHWV� ZHUH� VHHQ� GXOOHG� DQG� EULQJ� QRWKLQJ� WR� WKH� EDQN�� ,W� DIIHFWHG� LWV�ILQDQFLDO�VWUXFWXUH�DQG�FDXVHG�LQVWDELOLW\�LQ�UHYHQXH�H[SHQVH��,W�FRXOG�QRW�JHW�WKH�LQWHUHVW�FROOHFWLRQ�IRU� ORQJ�\HDUV��6R�LW�KDV�SXW�GLVFRXQW� WR�WKHVH�FUHGLWV��7KHVH� GLVFRXQWV� ZHUH� SXW� LQWR� FDSLWDO� DQG� PDGH� GLVFRXQW� DJDLQ�� 6R� LW� KDV�FUHDWHG�UHYHQXH�IRU�EDQNV��%\�WKLV�PHWKRG��EDQNV�DUH�PDNLQJ�D�KXJH�ORVV�DQG�DOWKRXJK� ORVV� LV� LQFUHDVLQJ�� EDODQFH� VKHHWV� RI� ERWK� EDQNV� DUH� VKRZQ�SURILWDEOH���
%DQNV��ZKLFK�DUH�KROGLQJ�JURXS�ULVNV�DQG�WKH�GHJUHH�RI�FKDQJH�LQ�DQ�H[FKDQJH� UDWH�� KDYH� D� ORZ� TXDOLW\� RI� DVVHWV� DQG� LQDGHTXDWH� VKDUHKROGHUV�HTXLW\� DQG� OLTXLGLW\�� $V� D� UHVXOW� RI� WKHVH�� ILQDQFLDO� VWUXFWXUH� RI� EDQNV� KDV�JRQH�� $OWKRXJK� WKH\� KDYH� EHHQ� LQIRUPHG� WR� UHSDLU� WKHLU� ILQDQFLDO� VWUXFWXUH�VLQFH������E\�6DYLQJ�'HSRVLW� ,QVXUDQFH�)XQG�� WKH\�GLG�QRW� DSSO\� WKH� ULJKW�VWHSV�RI�VWUHQJWKHQLQJ�WKHLU�ILQDQFLDO�VWUXFWXUH�DQG�WKH�VWHSV�WKDW�DUH�IROORZHG�E\�3DPXNEDQN��WR�GHFUHDVH�JURXS�OHQGLQJ�FRXOG�QRW�EH�VXFFHVVIXO��7KHVH�DUH�WKH�UHDVRQV�RI�EDQNUXSWF\�RI�3DPXNEDQN��
�
���&21&/86,21�
7XUNLVK�HFRQRP\�LV�LQIOXHQFHG�E\�HFRQRPLF�DQG�SROLWLFDO�SUREOHPV��7KHVH� SUREOHPV� FDXVH� LQVWDELOLW\� WKDW� GLVFRXUDJHV� ORQJ�WHUP� VDYLQJV� DQG�OHDGV�WR�LQFUHDVH�LQ�LQWHUHVW�UDWHV�DQG�ZHDNHQ�WKH�FXUUHQF\��3RRU�FUHGLW�TXDOLW\�ZLWK�ZHDN�FUHGLW�ULVN�PDQDJHPHQW�LV�D�GRPLQDQW�IDFWRU�LQ�EDQN�IDLOXUHV�DQG�EDQNLQJ� FULVLV�� 7XUNLVK� EDQNV� IDFH� ZLWK� JUHDW� UHVWULFWLRQV� WR� HQJDJH� WKH�VHFXULWLHV�DFWLYLWLHV�DQG�ZLOO�KDYH�D�KLJK�SUREDELOLW\�RI�KDYLQJ�EDQNLQJ�FULVLV��7XUNH\�PXVW� ILUVW�EHJLQ�ZLWK�UHIRUPV� WR�VWUXFWXUDO�DQG�ILQDQFLDO� LQVWLWXWLRQV��6WUXFWXUDO� UHIRUPV� VXFK� DV� SULYDWL]DWLRQ�� FKDQJLQJ� WKH� ILQDQFLDO� VXSSRUW�V\VWHP�DQG�UHIRUPLQJ�WKH�7XUNLVK�EDQNV�ZLOO�VWUDLJKWHQ�WKH�7XUNLVK�%DQNLQJ�6HFWRU�� ,Q� DGGLWLRQ�� JRYHUQPHQW�PXVW� FRQWLQXH� WR� FRQWUDFW� ILVFDO� SROLF\� DQG�LQKLELW�WKH�GHYDOXDWLRQ�RI�WKH�/LUD��
�%DQNLQJ� 6\VWHP� PXVW� EH� VRXQG� IRU� KDYLQJ� D� FUHGLEOH� FXUUHQF\��$OVR��DQ�LQFUHDVH�LQ�VXSHUYLVRU\�UHJXODWLRQV�ZLOO�KHOS�WR�FRQWURO�PDQ\�RI�WKH�SDVW� ORVVHV�� ,Q������DQG������EDQNLQJ�FULVLV��7XUNLVK�%DQNV�FDQQRW�RSHUDWH�WKHLU� ILQDQFLDO� SRVLWLRQV� GXH� WR� WKH� HFRQRPLF� FKDQJHV� LQ� WKH� FRXQWU\�� 7KH\�FDQQRW�PHDVXUH�WKHLU�GHSRVLWV��ORDQV�DQG�FUHGLWV��2Q�WKH�RWKHU�KDQG��VRPH�RI�7XUNLVK� EDQNV�ZHUH� LQ� D� YHU\�ZHDN� ILQDQFLDO� SRVLWLRQ�ZKHQ� GHYDOXDWLRQ� RI�/LUD� RFFXUUHG�� 6R� 3DPXN� %DQN� FRXOG� QRW� VWDQG� DJDLQVW� WKHVH� SUREOHPV�� ,Q�DGGLWLRQ��7XUNLVK�%DQNV�KDYH� WR� UHSDLU� WKHLU� ILQDQFLDO�VWUXFWXUH�DFFRUGLQJ� WR�WKH�FKDQJHV�LQ�WKH�HFRQRP\��6R�WKH\�FDQ�EDODQFH�WKHLU�OLTXLGLWLHV�DQG�LQFUHDVH�
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WKHLU� SURILWDELOLW\� LI� WKHVH� PHDVXUHPHQWV� DUH� GRQH�� %XW� LI� QRWKLQJ� LV� GRQH��WKHQ��WKHUH�ZLOO�EH�PRUH�EDQNUXSWFLHV�LQ�7XUNH\��
� 5()(5(1&(6�
��� %DODEDQ�� (��� 'D\� RI� ZHHN� HIIHFWV�� QHZ� HYLGHQFH� IURP� VWRFN� PDUNHW��$SSOLHG�(FRQRPLF�/HWWHUV�����������SS������±������
��� %LEEHH��$���7XUNH\¶V�&ULVLV��-RXUQDO�RI�(FRQRPLFV�������������SS����±����
��� %RXOWRQ��/���,0)�EHJLQV�7XUNLVK�%DQNLQJ�&ULVLV��)LQDQFLDO�7LPHV��������S���������
��� %XUKDQ�� 9�� DQG� 0XVWDIDRJOX�� =��� 5XV\D� .UL]L� YH� 7�UNL\H� �]HULQGH�PXKWHPHO�HWNLOHUL��'37��
��� &RUVHWWL��*��� 3HVHQWL�� 3�� DQG�5RXELQL��1���:KDW� FDXVHG�$VLDQ� FXUUHQF\�DQG�ILQDQFLDO�FULVHV"��������SS����±�����
��� 'DYLV�� (�� 3��� 'HEW�� )LQDQFLDO� )UDJLOLW\� DQG� 6\VWHPDWLF� 5LVN�� 2[IRUG��2[IRUG�8QLYHUVLW\�3UHVV�������
��� ']LREHN�� &�� DQG� 3D]DUEDVLRJOX�� &��� /HVVRQV� IURP� 6\VWHPDWLF� %DQN�5HVWUXFWXULQJ�� ,0)� 3XEOLFDWLRQV�� -RXUQDO� RI� %DQNLQJ� DQG� )LQDQFH�� ����������SS������±������
��� (UFHO��*���&HQWUDO�%DQN�LQ�7XUNH\��SS����±�����������
��� (UFHO��*���*OREDOL]DWLRQ�DQG�,QWHUQDWLRQDO�)LQDQFLDO�(QYLURQPHQW��$W�WKH�&HQWUDO�PHHWLQJ�RI���WK�$VLDQ�%DQNLQJ�$VVRFLDWLRQ��������SS����±�����
���� (UWXJUXO��$���DQG�6HOFXN��)���$�EULHI�KLVWRU\�RI�7XUNLVK�%DQNLQJ�6HFWRU�������������5XVVLDQ�DQG�(DVW�(XURSHDQ�)LQDQFH�DQG�7UDGH��IRUWKFRPLQJ��������
���� )UHQNHO�� -�� $��� $� FRQGLWLRQDO� KHWHURVNHGDVWLF� WLPH� VHULHV� PRGHO� IRU�VSHFXODWLYH� SULFHV� DQG� UDWHV� RI� UHWXUQ�� 5HYLHZ� RI� (FRQRPLFV� DQG�6WDWLVWLFV������������SS������±������
���� +DUG\��'��&���$UH�%DQNLQJ�&ULVLV�3UHGLFWDEOH"�� -RXUQDO�RI�)LQDQFH������������SS�����±�����
���� +VLHK�� '�� $��� 0RGHOLQJ� +HWHURVNHGDVWLFLW\� LQ� GDLO\� IRUHLJQ� H[FKDQJH�UDWHV�� -RXUQDO� RI�%XVLQHVV� DQG�(FRQRPLF� 6WDWLVWLFV�� ��� ������ SS�� ���� ±������
���� -R\VH��-���*OREDO�)LQDQFLDO�&ULVHV��-RXUQDO�RI�)LQDQFH��������SS����±�����
���� .DPLQVN\��*��� DQG�5HLQKDUW��&��� /HDGLQJ� LQGLFDWRUV� RI� FXUUHQF\� FULVHV��,0)�6WDII�SDSDHUV������������SS����±����� �
���� .DXIPDQ�� *��� &RPPHQWV� RQ� 6\VWHPDWLF� 5LVN�� ,Q� *�*� .DXIPDQ� �HG����5HVHDUFK�LQ�)LQDQFLDO�6HUYLFHV�����*UHHQZLFK��-$,�3UHVV���������SS�����±�����
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���� /HY\�� 9��� 'HPDQG� IRU� ,QWHUQDWLRQDO� 5HVHUYHV� DQG� H[FKDQJH� UDWH�LQWHUYHQWLRQ� SROLF\� LQ� DQG� DGMXVWDEOH�SHJ� HFRQRP\�� -RXUQDO� � RI��0RQHWDU\��3ROLF\�����������SS������±������
���� 0XQLU��0���7XUNH\¶V�EDQNV�DQG�LWV�HFRQRP\��-RXUQDO�RI�(FRQRPLFV������������SS������±������
���� 0XQLU�� 0��� 7XUNH\¶V� EDQNV� DQG� LWV� HFRQRP\� VWDQG� RQ� WKH� EULQN¶¶��(XURPRQH\�3XEOLFDWLRQV�������������SS������±������
���� 2UDO�� g��� 7XUNH\�� UHVSRQVH� WR� WKH� UHFHQW� ILQDQFLDO� FULVLV�� ,QWHUQDWLRQDO�)LQDQFLDO�/DZ�5HYLHZ������������SS������±������
���� g]ED\�� 3��� DQG� 6DOPDQ�� )��� DQG� ùDKLQEH\R÷OX�� *��� 1RUWK�ZHVW� $VLDQ�&ULVLV� DQG� 7XUNH\�� &HQWUDO� %DQN� RI� 7XUNLVK� 5HSXEOLF�� 8QSXEOLVKHG�PDQXVFULSW�������SS������±������
���� 7DVNÕQ��0���2]JXQ��'���DQG�$O�6KHZH\��:���7KH�FDH�RI�7XUNH\��-RXUQDO�RI�,QWHUQDWLRQDO�)LQDQFH��������SS�����±����
���� :LOOLDQVRQ�� -��� DQG� 0DKDU�� 0��� $� VXUYH\� RI� )LQDQFLDO� /LEHUDOL]DWLRQ��-RXUQDO�RI�0RQH\��&UHGLW�DQG�%DQNLQJ��������
���� <HOGDQ�� (��� .�UHVHOOHúPH� 6�UHFLQGH� 7�UNL\H� (NRQRPLVL�� %|O�ú�P��%LULNLP�YH�%�\�PH��,VWDQEXO��øOHWLúLP�3XEOLFDWLRQV��������SS�����±�����
�


