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� 7XUNH\·V�PDFURHFRQRPLF�IXQGDPHQWDOV�DUH�XQDEOH�WR�UXQ�VXFK�D�ILVFDO�UXOH�WKDW�ZLOO�
ERWK�DOORZ�IRU�DQ�LQILQLWHVLPDO�DGMXVWPHQW�RI�WKH�SULPDU\�EXGJHW�VXUSOXV�WR�SRWHQWLDO�
GHYLDWLRQV� IURP�WKH� ILVFDO� WDUJHWV�DQG�VHFXUH�D� VWDEOH�PDFURHFRQRPLF�HQYLURQPHQW�
HQRXJK�WR�IXHO�WKH�HQJLQHV�RI�JURZWK���

� 7KH�HFRQRPLHV�XQGHU�WKH�,0)·V�WLJKW�SROLF\�SULQFLSOHV��VXFK�DV�0H[LFR�DQG�$UJHQ�
WLQD�� KDYH� IDFHG� D� WRXJK� FKRLFH� EHWZHHQ� UHVWUXFWXULQJ� VKRUW�WHUP� GHEW� REOLJDWLRQV�
DQG�WDNLQJ�XQSRSXODU�UHVWULFWLYH�ILVFDO�PHDVXUHV��:LWK�UHODWLYHO\�ORZ�GRPHVWLF�GHEW�
WR�*13� UDWLR�� LW�ZDV� VRPHZKDW� VXUSULVLQJ� WR�VHH� WKHVH� HFRQRPLHV� HQWHULQJ� WKH�YL�
FLRXV�FLUFOH�RI�GHEW�FULVLV���

� :LWK�WKH�ILVFDO�UXOH�IRU�GHEW�DFFXPXODWLRQ�DQG�ORQJ�WHUP�ILVFDO�VROYHQF\��DQ�DQQXDO�
SULPDU\�EXGJHW�VXUSOXV�WDUJHW�RI������RI�*13�FDQ�RQO\�SXOO�GRZQ�GHEW�WR�*13�UD�
WLRV�WR�VXVWDLQDEOH�OHYHOV�LI�LW�VXFFHHGV�LQ�VHFXULQJ�D�VWDEOH�PDFURHFRQRPLF�HQYLURQ�
PHQW�ZLWK�DQ�DQQXDO�DYHUDJH�JURZWK�UDWH�RI������DQG�D�UHDO� LQWHUHVW�UDWH�RI�������
WKURXJK�WKH�HQG�RI��������

� 7KH�H[WHQW�RI�SULPDU\�EXGJHW�EDODQFH�WR�*13�WDUJHW��DV�DQ�LQVWUXPHQW�WR�VHFXUH�WKH�
ILVFDO�DXVWHULW\��LV�RSHQ�WR�GLVFXVVLRQ���

� ,Q�RXU�YLHZ��7XUNH\·V�VRFLDO�DQG�PDFURHFRQRPLF�IXQGDPHQWDOV�DUH�LQFRQVLVWHQW�ZLWK�
WKH�JRYHUQPHQW·V�FRPPLWPHQW�WR�PDLQWDLQLQJ�D������SULPDU\�VXUSOXV��ZKLFK�FRXOG�
OHDG�WR�VLJQLILFDQW�FXWEDFNV� LQ� LQIUDVWUXFWXUH� LQYHVWPHQW�VSHQGLQJ��SURGXFWLYLW\�DQG�
HIILFLHQF\�ORVVHV�LQ�WKH�ODERU�DQG�JRRGV�PDUNHWV���

� ,Q�WKH�DEVHQFH�RI�D� ODUJH�ELODWHUDO� ORDQ�SDFNDJH��DVVXPLQJ�WKDW�7XUNH\·V�PDFURHFR�
QRPLF�HQYLURQPHQW�ZRXOG�IDLUO\�EH�VWDELOL]HG�DW�DQ�DQQXDO�JURZWK�UDWH�RI������DQG�
DQ�DYHUDJH�UHDO�LQWHUHVW�UDWH�RI�������LQ�WKH�QH[W�ILYH�\HDUV��WKH�RSWLPDO�SULPDU\�VXU�
SOXV�WR�*13�UDWLR��LQ�RXU�YLHZ��LV�LQ�WKH����������UDQJH����

� )URP� RXU� SHUVSHFWLYH�� WKH� ,0)� ILVFDO� FRQGLWLRQDOLW\� IDFLQJ� WKH� JRYHUQPHQW� VHWV� D�
WRXJKHU�ILVFDO�VFHQH�WKDQ�ZKDW�7XUNH\·V�JURZWK�G\QDPLFV��FDSLWDO�VWUXFWXUH�DQG�GR�
PHVWLF�GHEW�VWRFN�SURILOH�FXUUHQWO\�UHTXLUH���

� 7KH�VWUHQJWK�RI�7XUNH\·V�RYHUDOO�FDSLWDO�VWUXFWXUH�SOD\V�D�FULWLFDO�UROH� LQ�PDNLQJ�WKH�
HFRQRP\�PRUH�UHVLOLHQW�WR�DQ\�GLVWXUEDQFH��DQG�KHQFH�HOLPLQDWLQJ�WKH�ULVN�RI�IDFLQJ�
ORQJ�WHUP� ILQDQFLDO� VROYHQF\�� *RYHUQDQFH� LQ� SXEOLF� LQVWLWXWLRQV�� FDSLWDO� DGHTXDF\�
QHHGV�RI�WKH�GRPHVWLF�EDQNLQJ�V\VWHP��QRQ�SHUIRUPLQJ�ORDQV��WD[DWLRQ�DQG�SULYDWLVD�
WLRQ�SRUWIROLR�DUH�NH\�FRPSRQHQWV�RI�7XUNH\·V�RYHUDOO�FDSLWDO�VWUXFWXUH���

� :LWK� D� EHWWHU� FDSLWDOLVHG�PDFURHFRQRPLF� VWUXFWXUH�� 7XUNH\·V� HFRQRP\� QRZ� ORRNV�
PRUH�UHVLOLHQW� WR�DGYHUVH� LPSDFWV�RI�F\FOLFDO� IOXFWXDWLRQV� WKDQ� LQ� WKH�SDVW�� UDLVLQJ�D�
EDVLF�TXHVWLRQ�DV�WR�ZKHWKHU�WKH�DULWKPHWLF�RI�WKH�,0)�GHILQHG�ILVFDO�UXOH�FRPSXWHV�
DQ�DSSURSULDWH�SULPDU\�EXGJHW�VL]H�IRU�WKH�7XUNLVK�HFRQRP\��
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WLRQDU\�WD[DWLRQ�PD\�UHVXOW�LQ�D�ORZHU�UDWH�RI�UHWXUQ�RQ�FDSL�
WDO��ZKLFK�OHDYHV�WKH�LQYHVWRUV�PRUH�UHOXFWDQW�WR�QHZ�ODUJH�
VFDOH� SURMHFWV�� ,Q� VXFK� HFRQRPLHV�� WKH� LQYHVWRUV� SUHIHU� WR�
LQYHVW�LQ�WUDGLQJ�DFWLYLWLHV�ZLWK�TXLFN�UHWXUQV�DQG�KLJK�ULVN��
UDWKHU�WKDQ�ORQJHU�WHUP�EXVLQHVV�OLQHV��UHVXOWLQJ�LQ�GLVWRUWHG�
PDFURHFRQRPLF�HQYLURQPHQW���
�
0DLQ�PDFURHFRQRPLF�SROLF\�IUDPHZRUN�IRU�WKH�
,0)�SURJUDPPHV�
�
,PSOHPHQWLQJ� VWDELOL]DWLRQ� SURJUDPPH� XQGHU� D�PRQHWDU\�
ILVFDO� UHJLPH��ZKLFK� FRPELQHV� D� GRZQZDUG� SURQH�LQWHUHVW�
UDWH�UXOH�ZLWK�D�VWULFW� ILVFDO�SROLF\�FRPPLWPHQW� �DJJUHVVLYH�
SULPDU\� VXUSOXV� WDUJHWLQJ�� KDV� EHFRPH� PDLQ� PDFURHFR�
QRPLF�SROLF\�IUDPHZRUN�IRU�WKH�,0)�SURJUDPPHV��7KH�XO�
WLPDWH�DLP�LV�WR�KHOS�UHVROYH�WKH�FKURQLF�SXEOLF�GHEW�RYHU�
KDQJ�� DQG� LQ� WXUQ� LQFUHDVH� FRQILGHQFH� LQ� WURXEOHG� HFRQR�
PLHV·�DELOLW\�WR�VHUYLFH�WKHLU�GHEW�ZLWKRXW�LQWURGXFLQJ�PDMRU�
GLVWRUWLRQV� LQWR� GRPHVWLF� ILQDQFLDO�PDUNHWV� DQG� GLVWXUELQJ�
WKH� GLVLQIODWLRQ�SURFHVV��*LYHQ� WKDW� UHVWRULQJ� LQWHUQDWLRQDO�
LQYHVWRUV·�FRQILGHQFH�LQ�D�WURXEOHG�HFRQRP\·V�DELOLW\�WR�VHU�
YLFH�LWV�GHEW�LV�WKH�ILUVW�UHTXLUHPHQW�WR�JURZ�RXW�RI�WKH�GHEW�
WUDS��IORDWLQJ�H[FKDQJH�UDWH�UHJLPH�LV� LPSRVHG�WR�OHDYH�WKH�
LQYHVWRUV� FRPIRUWDEOH� ZLWK� WKH� YLHZ� WKDW� WKH� HFRQRP\�
FRXOG� HDVH� WKH� QHJDWLYH� PDFURHFRQRPLF� FRQVHTXHQFHV� RI�
SODXVLEOH�SROLWLFDO�DQG�H[WHUQDO�VKRFNV��
�
/HVVRQV�IURP�WKH�PDMRU�HPHUJLQJ�PDUNHW�GHEW�
FULVHV�
�
3RWHQWLDO� XS� DQG� GRZQ� PRYHPHQWV� LQ� GRPHVWLF� ILQDQFLDO�
PDUNHWV� WKDW�DUH� VLPSO\�D�E\�SURGXFW�RI� IORDWLQJ�H[FKDQJH�
UDWH� UHJLPH�PDNH� H[FHVVLYHO\� KLJK� SULPDU\� EXGJHW� VXUSOXV�
WDUJHWLQJ� LQGLVSHQVDEOH� LQ� RUGHU� WR� DYHUW� SUREOHPV� LQ� GR�
PHVWLF� GHEW�PDUNHW� VSLOOLQJ� RYHU� LQWR� DGGLWLRQDO� SUHVVXUHV�
RQ�WKH�JRYHUQPHQW�EXGJHW��7KXV��WKH�HFRQRPLHV�XQGHU�WKH�
,0)·V� WLJKW� SROLF\� SULQFLSOHV�� VXFK� DV�0H[LFR� DQG� $UJHQ�
WLQD��KDYH�IDFHG�D�WRXJK�FKRLFH�EHWZHHQ�UHVWUXFWXULQJ�VKRUW�
WHUP�GHEW�REOLJDWLRQV�DQG�WDNLQJ�XQSRSXODU�UHVWULFWLYH�ILVFDO�
PHDVXUHV��:LWK�UHODWLYHO\�ORZ�GRPHVWLF�GHEW�WR�*13�UDWLR��
LW�ZDV�VRPHZKDW�VXUSULVLQJ�WR�VHH�WKHVH�HFRQRPLHV�HQWHULQJ�
WKH� YLFLRXV� FLUFOH� RI� GHEW� FULVLV��8QGHU� WKH� ,0)� OLWHUDWXUH��
HVSHFLDOO\�WKH�0H[LFDQ�HFRQRP\�WKDW�UHJLVWHUHG�D�UHFRUG�ILV�
FDO� DGMXVWPHQW� DQG� LPSURYHG� LWV� PDFURHFRQRPLF� JURZWK�
SURVSHFWV�LQ�HDUO\�����V�VKRXOG�QRW�KDYH�EHFRPH�LQVROYHQW�

7KH�DULWKPHWLF�RI�WKH�,0)�GHILQHG�ILVFDO�UXOH��
�
7KH�,0)�ILVFDO�UXOH�UHTXLUHV�WKH�JRYHUQPHQW�VHFWRU�SULPDU\�
ILVFDO�EDODQFH�WR�EH�DGMXVWHG�RQ�D�FRQWLQXDO�EDVLV�WR�HQVXUH�
WKH� ORQJ�WHUP�ILVFDO�VROYHQF\��$FFRUGLQJ�WR� WKLV�UXOH��ZKHQ�
VRPHWKLQJ�KDSSHQV�WR�GLVWXUE�WKH�ORQJ�WHUP�ILVFDO�VROYHQF\��
WKH�JRYHUQPHQW�LV�H[SHFWHG�WR�LQWURGXFH�QHZ�ILVFDO�DXVWHULW\�
PHDVXUHV�WR�LPSURYH�LWV�IORZ�ILVFDO�SRVLWLRQ��NHHSLQJ�LQYHV�
WRUV·� DSSHWLWH� KLJK� IRU� OHQGLQJ� GRPHVWLF� ILQDQFLDO�PDUNHWV��
8QGHU� VXFK� D� VWULFW� ILVFDO� UXOH�� ZKHQHYHU� WKH� OHYHO� RI� WKH�
RXWVWDQGLQJ�SXEOLF�GHEW�FKDQJHV��WKH�SUHVHQW�YDOXH�RI�IXWXUH�
SULPDU\�VXUSOXVHV�LV�H[SHFWHG�WR�FKDQJH�E\�H[DFWO\�WKH�VDPH�
DPRXQW��UHJDUGOHVV�RI� WKH�SDWK�WKDW�SULFHV�DQG� LQWHUHVW�UDWH�
PD\�IROORZ��7KH�,0)·V�WRXJK�VWDQFH�RQ�ORQJ�WHUP�ILVFDO�VRO�
YHQF\�DQG�GHEW�DFFXPXODWLRQ�UHTXLUHV�QRW�RQO\�D�VWURQJ�SUL�
PDU\�VXUSOXV�FRPPLWPHQW��EXW�DOVR�D�VXVWDLQDEOH�JURZWK�HQ�
YLURQPHQW� ZKHUH� ILQDQFLDO� PDUNHWV� EURDGO\� UHPDLQ� VWDEOH��
+RZHYHU�� 7XUNH\·V� PDFURHFRQRPLF� IXQGDPHQWDOV� DUH� XQ�
DEOH�WR�UXQ�VXFK�D�ILVFDO�UXOH�WKDW�ZLOO�ERWK�DOORZ�IRU�DQ�LQ�
ILQLWHVLPDO�DGMXVWPHQW�RI�WKH�SULPDU\�EXGJHW�VXUSOXV�WR�SR�
WHQWLDO�GHYLDWLRQV�IURP�WKH�ILVFDO�WDUJHWV�DQG�VHFXUH�D�VWDEOH�
PDFURHFRQRPLF�HQYLURQPHQW�HQRXJK�WR�IXHO�WKH�HQJLQHV�RI�
JURZWK���
�
6XFK�D�ILVFDO�UHJLPH��EULHIO\�PHQWLRQHG�DERYH��DVVXPHV�WKDW�
KLJK�LQGHEWHGQHVV�UHVXOWV�LQ�ZHDN�JURZWK�SURVSHFWV��DV�ODUJH�
DFFXPXODWHG�GHEW�VWRFN�UDLVHV�FRQFHUQV�RYHU�WKH�FDSDFLW\�WR�
SD\��$�IDOO�LQ�GHEW�VHUYLFH�FDSDFLW\�PDNHV�LW�XQOLNHO\�WR�LQFXU�
FRVWV� WRGD\� IRU� WKH�SXUSRVH�RI� LQFUHDVHG�RXWSXW� LQ� WKH� IX�
WXUH��7KXV��LI�WKHUH�LV�D�OLNHOLKRRG�RI�ODUJH�OHYHOV�RI�DFFXPX�
ODWHG�GHEW�VWRFN��GHEW�VHUYLFH� LV�H[SHFWHG�WR�EHFRPH�DQ�LQ�
FUHDVLQJ�IXQFWLRQ�RI�WKH�RXWSXW�OHYHO��LPSO\LQJ�ORZHU�UHWXUQV�
IURP�IRUHLJQ�LQYHVWPHQW��DQG�KHQFH��GLVFRXUDJLQJ�ERWK�GR�
PHVWLF� DQG� IRUHLJQ� LQYHVWPHQW�� $V� D� UHVXOW�� XQGHU� VXFK� D�
VWULQJHQW�ILVFDO�UXOH�LQWHQVHO\�DGYLVHG�E\�WKH�,0)�DXWKRULWLHV��
KHDYLO\� DFFXPXODWHG� GHEW� VWRFN� LQ� DQ� HPHUJLQJ� HFRQRP\�
OHDGV�WR�IXUWKHU�ZHDNHQLQJ�RI�JURZWK�SHUIRUPDQFH���
�
*RLQJ� IRUZDUG�� XQIDYRUDEOH� HIIHFWV� RI� WKH� VXUJLQJ� GHEW�
VWRFN�RQ�JURZWK�PD\�QRW�RQO\�EH�WKURXJK�WKH�FKDQQHO�RI�UH�
GXFHG� LQYHVWPHQW�YROXPH��EXW�DOVR� WKURXJK�D�SRRUHU�PDF�
URHFRQRPLF� SROLF\� HQYLURQPHQW�� ZKLFK� PLJKW� VWHP� IURP�
WKH� IDFW� WKDW� WKH�GHEW� VHUYLFH�ZLOO� EH� ILQDQFHG�ZLWK� GLVWRU�
WLRQDU\�W\SHV�RI�WD[DWLRQ��LQIODWLRQ�WD[��RU�ZLWK�FXWV�LQ�SUR�
GXFWLYH�SXEOLF�LQYHVWPHQW��(YHQ�LI�WKH�PDFURHFRQRPLF�IXQ�
GDPHQWDOV�VKRZ�FRQVLVWHQW�VLJQV�RI� LPSURYHPHQW��D�GLVWRU�
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SROLF\�GHYLDWLRQV�IURP�WKH�JHQHUDO�IUDPHZRUN�LQ�WKH�SHULRG�
RI�SROLWLFDO�IOXFWXDWLRQV�DV�ZHOO���
�
+RZHYHU�� WKH� H[WHQW� RI� SULPDU\� EXGJHW� EDODQFH� WR� *13�
WDUJHW�� DV� DQ� LQVWUXPHQW� WR� VHFXUH� WKH� ILVFDO� DXVWHULW\�� LV�
RSHQ�WR�GLVFXVVLRQ��,Q�RXU�YLHZ��7XUNH\·V�VRFLDO�DQG�PDFUR�
HFRQRPLF� IXQGDPHQWDOV� DUH� LQFRQVLVWHQW� ZLWK� WKH� JRYHUQ�
PHQW·V�FRPPLWPHQW�WR�PDLQWDLQLQJ�D������SULPDU\�VXUSOXV��
ZKLFK�FRXOG�OHDG�WR�VLJQLILFDQW�FXWEDFNV�LQ�LQIUDVWUXFWXUH�LQ�
YHVWPHQW�VSHQGLQJ��SURGXFWLYLW\�DQG�HIILFLHQF\�ORVVHV�LQ�WKH�
ODERU�DQG�JRRGV�PDUNHWV��&RXSOHG�ZLWK�WKH�SUHVHQFH�RI�GLV�
WRUWLRQDU\� WD[DWLRQ� SXWWLQJ� SUHVVXUH� RQ� WKH� IUHH� PDUNHW�
PHFKDQLVP�� WKLV� ZRXOG� QR� GRXEW� ZHDNHQ� 7XUNH\·V� ORQJ�
WHUP� JURZWK� SURVSHFWV�� DQG� KHQFH� PDNLQJ� LW� XQOLNHO\� WR�
DFKLHYH�WKH�DQQXDO�DYHUDJH�JURZWK�WDUJHW�RI����LQ�WKH�VWDEL�
OL]DWLRQ�SHULRG�DV�D�ZKROH��,Q�WKH�DEVHQFH�RI�D�ODUJH�ELODWHUDO�
ORDQ�SDFNDJH��DVVXPLQJ�WKDW�7XUNH\·V�PDFURHFRQRPLF�HQYL�
URQPHQW�ZRXOG�IDLUO\�EH�VWDELOL]HG�DW�DQ�DQQXDO�JURZWK�UDWH�
RI� ����� DQG� DQ� DYHUDJH� UHDO� LQWHUHVW� UDWH� RI� ������ LQ� WKH�
QH[W�ILYH�\HDUV��WKH�RSWLPDO�SULPDU\�VXUSOXV�WR�*13�UDWLR��
LQ�RXU�YLHZ��LV�LQ�WKH����������UDQJH����
�
)LVFDO� 7LJKWHQLQJ�� %H\RQG� ZKDW� 7XUNH\·V� VRFLR�
HFRQRPLF�VWUXFWXUH�UHTXLUHV�
�
)URP�RXU�SHUVSHFWLYH�� WKH� ,0)�ILVFDO� FRQGLWLRQDOLW\� IDFLQJ�
WKH�JRYHUQPHQW�VHWV�D�WRXJKHU�ILVFDO�VFHQH�WKDQ�ZKDW�7XU�
NH\·V�JURZWK�G\QDPLFV��FDSLWDO�VWUXFWXUH�DQG�GRPHVWLF�GHEW�
VWRFN�SURILOH�FXUUHQWO\�UHTXLUH���
�
$FFRUGLQJ�WR�PRQWKO\�RXWVWDQGLQJ�GRPHVWLF�GHEW�GDWD��WKH�
7UHDVXU\·V�PDWXULW\�SURILOH�VWRSSHG�VKRUWHQLQJ�E\�PLG�1R�
YHPEHU�����7KXV��H[LVWLQJ�PDWXULW\�VWUXFWXUH�GRHV�QRW�SRVH�
D�SRWHQWLDO�WKUHDW�WR�WKH�JRYHUQPHQW·V�GHEW�SD\PHQW�FDSDF�
LW\��$FFRUGLQJO\�� LW� LV�IDLU�WR�VD\�WKDW�WKH�PDWXULW\�VWUXFWXUH�
RI�WKH�RXWVWDQGLQJ�GRPHVWLF�GHEW�ZLOO�QRW�SXW�IXUWKHU�SUHV�
VXUH�RQ�UROORYHU�ULVN�IRU�WKH�PRQWKV�DKHDG���
�
7KH�7UHDVXU\� VXFFHHGHG� LQ� UHGXFLQJ� WKH� IRUHLJQ� H[FKDQJH�
FRPSRQHQW� RI� RXWVWDQGLQJ� GRPHVWLF� GHEW� WR� ���� DW� WKH�
HQG�RI�)HEUXDU\����IURP�����DW�WKH�HQG�RI�'HFHPEHU�����
%HVLGHV�� WKH� SURSRUWLRQ� RI� WKH� IORDWLQJ� UDWH� QRWHV� DOVR�
VKRZHG�D�VLJQLILFDQW�GURS�GXULQJ�WKH�SHULRG�'HFHPEHU����
)HEUXDUD\�����GHFOLQLQJ�DV�PXFK�DV���SHUFHQWDJH�SRLQWV� WR�
����IURP������$V�D�UHVXOW��H[LVWLQJ�LQWHUHVW�UDWH�VWUXFWXUH�
OHDYHV�WKH�7UHDVXU\·V�GHEW�SD\PHQW�FDSDFLW\�OHVV�VHQVLWLYH�WR�

LQ� ������:KHQ�$UJHQWLQD� GHIDXOWHG�RQ�86�� ����ELOOLRQ�RI�
GHEW� LQ� ODWH������DQG� WKHQ�DOORZHG�3HVR�WR�IORDW� IUHHO\�� LWV�
WRWDO�GHEW�WR�*13�UDWLR�ZDV�RQO\�DW������PXFK�ORZHU�WKDQ�
WKH�7XUNLVK�JRYHUQPHQW·V�WRWDO�GHEW�WR�*13�UDWLR�RI�������
LQ� WKH� VDPH� \HDU�� ,QWHUHVWLQJO\�� GHVSLWH� FRQVLGHUDEOH� GHOD\V�
LQ�VWUXFWXUDO�UHIRUP�DJHQGD�DQG�ODUJH�ILVFDO�VOLSSDJH�RI������
RI�*13�LQ�������7XUNH\·V�KLJK�GHEW�WR�*13�UDWLR�GLG�QRW�
IHHG�WKURXJK�LQWR�D�GHEW�FULVLV������
�
%DVHG� RQ� UHFHQW� H[SHULHQFHV� DQG� OHVVRQV� IURP� WKH� PDMRU�
HPHUJLQJ� PDUNHW� GHEW� FULVHV� RI� WKH� ODVW� GHFDGH�� VXFK� DV�
0H[LFR���)HE�������5XVVLD���$XJ�������$UJHQWLQD���1RY�
���� WKH�HPHUJHQFH�RI� WKH�GHEW�FULVHV� LV�FXUUHQWO\�DWWULEXWHG�
WR�WKH�IROORZLQJ�SUREOHPV������6LJQLILFDQW�ZRUVHQLQJ�RI�ILV�
FDO� SRVLWLRQV�� ���� VKDUS�ZHDNHQLQJ�RI� IRUHLJQ� H[FKDQJH� UH�
VHUYHV������IXUWKHU�ZLGHQLQJ�LQ�PDWXULW\�PLVPDWFKHV��ZKLFK��
LQ�WXUQ��UHVXOWV�LQ�KLJKHU�GHEW�UROORYHU�DQG�LQWHUHVW�UDWH�ULVNV��
����SHUVLVWHQW� ULVLQJ�RI�VKRUW�WHUP�GROODU�GHQRPLQDWHG�GHEW�
VWRFN�DQG� ���� IXUWKHU�GHWHULRUDWLRQ� LQ�FDSLWDO� VWUXFWXUH�PLV�
PDWFKHV��ZKLFK�DULVHV�IURP�SRRU�JRYHUQDQFH�LQ�SXEOLF�LQVWL�
WXWLRQV�� SUHVVXUHV� RQ� EDQNV·� FDSLWDO� EDVH�� 13/� SUREOHPV��
DQG� WD[� DQG� UHJXODWRU\� GLVWRUWLRQV��$V� D� UHVXOW�� VXFK�SURE�
OHPV� OHDYH� 7XUNH\·V� ORQJ�WHUP� ILQDQFLDO� VROYHQF\� LQFUHDV�
LQJO\�GHSHQGHQW�RQ�KRZ�PXFK�F\FOLFDO�IOXFWXDWLRQV�DUH�GLV�
UXSWLYH� WR� LWV� RYHUDOO� EDODQFH� VKHHW� VWUXFWXUH�� $FFRUGLQJO\��
7XUNH\·V� UHVLOLHQFH� WR� XQFHUWDLQWLHV� DQG� DGYHUVH� H[RJHQRXV�
VKRFNV�LV�WKH�NH\�WR�WKH�GHEW�VXVWDLQDELOLW\��
�
7KH�&DVH�RI�7XUNH\�
�
6WURQJHU�EDODQFH�VKHHW�VWUXFWXUH�UHTXLUHV�WKDW�����ILVFDO�DXV�
WHULW\� DQG� VWUXFWXUDO� DGMXVWPHQW� EH� HQVXUHG�� ���� UHJXODWRU\�
DQG�OHJLVODWLYH�SUREOHPV�EH�VROYHG�DQG�����D�VXIILFLHQW�FXVK�
LRQ� RI� IRUHLJQ� H[FKDQJH� UHVHUYHV� EH�PDLQWDLQHG��:LWK� WKH�
ILVFDO� UXOH� IRU� GHEW� DFFXPXODWLRQ� DQG� ORQJ�WHUP� ILVFDO� VRO�
YHQF\��DQ�DQQXDO�SULPDU\�EXGJHW�VXUSOXV� WDUJHW�RI������RI�
*13�FDQ�RQO\�SXOO�GRZQ�GHEW�WR�*13�UDWLRV�WR�VXVWDLQDEOH�
OHYHOV�LI�LW�VXFFHHGV�LQ�VHFXULQJ�D�VWDEOH�PDFURHFRQRPLF�HQ�
YLURQPHQW�ZLWK�DQ�DQQXDO�DYHUDJH�JURZWK�UDWH�RI������DQG�
D�UHDO�LQWHUHVW�UDWH�RI�������WKURXJK�WKH�HQG�RI�������0RUH�
RYHU��WKH�SHULRG�RI�ILVFDO�WLJKWHQLQJ�LV� LQFUHDVLQJO\�GHSHQG�
HQW�RQ�SRWHQWLDO�HQGRJHQRXV�VKRFNV�DQG�EXUHDXFUDF\·V�DELO�
LW\�WR�HDVH�WKH�FRQWURYHUVLDO�PDFURHFRQRPLF�FRQVHTXHQFHV��
$�KLJK�TXDOLW\� EXUHDXFUDF\� LV� WKH� NH\� QRW� RQO\� WR� HDVH� DG�
YHUVH� HIIHFWV� RI� SRWHQWLDO� GHYLDWLRQV� IURP� WKH� ILVFDO� DQG�
VWUXFWXUDO�EHQFKPDUNV� DJUHHG�ZLWK� WKH� ,0)��EXW� WR� UHGXFH�
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)RXUWK�� ZLWK� WKH� DSSURYDO� RI� D� IUDPHZRUN� DJUHHPHQW� IRU�
WKH� VR�FDOOHG� ,VWDQEXO� $SSURDFK� LQ� ������ D� WRWDO� RI� ����
FRPSDQLHV� DSSOLHG� WR� WKH� ,VWDQEXO�$SSURDFK� DV� RI�0DUFK�
��������GHDOV�ZHUH�DJUHHG�XSRQ�DQG�86��������PLOOLRQ�ZDV�
UHVWUXFWXUHG�� 8QGHU� VXFK� FLUFXPVWDQFHV�� FRUSRUDWH� VHFWRU�
PRYHG� DZD\� IURP� IXUWKHU� FDSLWDO� ORVVHV�� DOOHYLDWLQJ� FRQ�
FHUQV�RYHU�ULVN�RI�IDFLQJ�D�UHQHZHG�V\VWHPLF�ULVN���������
)LIWK��EDVHG�RQ�WKH�FRPSOHWLRQ�RI�WKH��WK�UHYLHZ��WKH�UXOLQJ�
JRYHUQPHQW� FRPPLWWHG� WR� PDNH� HYHU\� HIIRUW� WR� SUHVHUYH�
WKH� %DQNLQJ� 5HJXODWRU\� DQG� 6XSHUYLVRU\� $XWKRULW\·V�
�%56$�� LQGHSHQGHQFH� E\� GHVFULELQJ� WKH� DGPLQLVWUDWLYH�
FDVHV��VXFK�DV�VKRUWHQLQJ�WKH� WLPH� OLPLWV�DQG�GHFODULQJ�WKH�
SULRULW\�FDVHV��
�
:LWK� D� EHWWHU� FDSLWDOLVHG� PDFURHFRQRPLF� VWUXFWXUH�� 7XU�
NH\·V�HFRQRP\�QRZ�ORRNV�PRUH�UHVLOLHQW�WR�DGYHUVH�LPSDFWV�
RI�F\FOLFDO�IOXFWXDWLRQV�WKDQ�LQ�WKH�SDVW��UDLVLQJ�D�EDVLF�TXHV�
WLRQ�DV�WR�ZKHWKHU�WKH�DULWKPHWLF�RI�WKH�,0)�GHILQHG�ILVFDO�
UXOH� FRPSXWHV� DQ� DSSURSULDWH� SULPDU\� EXGJHW� VL]H� IRU� WKH�
7XUNLVK�HFRQRP\��

VSLNHV� LQ� VKRUW�WHUP� LQWHUHVW� UDWHV�� FRPSDUHG� ZLWK� D� \HDU�
HDUOLHU��,I�WKH�7UHDVXU\�FRQWLQXHG�WR�NHHS�WKH�GRPHVWLF�GHEW�
VWUXFWXUH� DW� WKH� VDPH� OHYHO� �ZLWK� ���� HLWKHU� );� OLQNHG�
LQGH[HG� RU� VHW� DW� IORDWLQJ� LQWHUHVW� UDWHV��� IURP� WKH� HQG� RI�
����� RQZDUGV�� HYHQ� D� VPDOO� LQFUHDVH� LQ� LQWHUHVW� UDWH� RU� D�
ZHDNHQLQJ�RI�WKH�/LUD�ZRXOG�KDYH�IHHG�WKURXJK�WR�XQFRP�
IRUWDEOH�GRPHVWLF�GHEW� UDWLRV�� ,Q�SDUDOOHO�� D�VKDUS�GHSUHFLD�
WLRQ� RI� WKH� /LUD�� FRPELQHG� ZLWK� D� KLNH� LQ� LQWHUHVW� UDWHV�
ZRXOG� KDYH� UDSLGO\� WUDQVODWHG� LQWR� KLJKHU� GHEW�VHUYLFLQJ�
EXUGHQ��
�
&RQFOXVLRQ�
�
7KH� VWUHQJWK� RI� 7XUNH\·V� RYHUDOO� FDSLWDO� VWUXFWXUH� SOD\V� D�
FULWLFDO� UROH� LQ� PDNLQJ� WKH� HFRQRP\�PRUH� UHVLOLHQW� WR� DQ\�
GLVWXUEDQFH�� DQG�KHQFH� HOLPLQDWLQJ� WKH� ULVN�RI� IDFLQJ� ORQJ�
WHUP� ILQDQFLDO� VROYHQF\��*RYHUQDQFH� LQ� SXEOLF� LQVWLWXWLRQV��
FDSLWDO� DGHTXDF\� QHHGV� RI� WKH� GRPHVWLF� EDQNLQJ� V\VWHP��
QRQ�SHUIRUPLQJ� ORDQV�� WD[DWLRQ� DQG� SULYDWLVDWLRQ� SRUWIROLR�
DUH�NH\�FRPSRQHQWV�RI�7XUNH\·V�RYHUDOO�FDSLWDO�VWUXFWXUH���
�
)LUVW�� WKH� JRYHUQPHQW� KDV� ELJ�WLFNHW� LWHPV� SRUWIROLR� WR� EH�
SULYDWL]HG��ZKLFK�ZLOO�HQVXUH�DQ�´HTXLW\�EXIIHUµ�WR�FXVKLRQ�
LWV� ORQJ�WHUP� GHEW� VHUYLFH� FDSDFLW\� DJDLQVW� H[RJHQRXV�
VKRFNV���
6HFRQG�� IROORZLQJ� WKH� DSSURYDO� RI� WKH� OHJLVODWLRQ� IRU� WKH�
VHFRQG�SKDVH�RI�WKH�WD[�UHIRUP��WKH�3DUOLDPHQW�LV�H[SHFWHG�
WR�SDVV�WKH�OHJLVODWLRQ�WR�LPSURYH�WKH�JRYHUQDQFH�LQ�SXEOLF�
LQVWLWXWLRQV� �HVSHFLDOO\� 6WDWH� (FRQRPLF� (QWHUSULVHV�� DQG�
DGRSW�D�UHIRUP�SDFNDJH�IRU�([HFXWLRQ�DQG�%DQNUXSWF\�$FW��
VWUHQJWKHQLQJ�7XUNH\·V�FDSLWDO�VWUXFWXUH���
7KLUG�� WKH�7XUNLVK� EDQNLQJ� V\VWHP� LV� FXUUHQWO\� OHVV� OHYHU�
DJHG�DQG�WKH�UDWLR�RI�FDSLWDO�WR�ULVN�DGMXVWHG�DVVHWV�LV�LQ�OLQH�
ZLWK�%,6�LQWHUQDWLRQDO�FDSLWDO�DGHTXDF\�VWDQGDUGV�DQG�DERYH�
WKH�OHYHOV�QHHGHG�WR�HDVH�H[SRVXUH�WR�SRWHQWLDO�ULVNV��7KXV��D�
VWURQJ� FDSLWDO� EXIIHU� FDQ� DEVRUE� DGYHUVH� LPSDFWV� RI� WKHVH�
ULVNV� RQ�EDQN�EDODQFH� VKHHWV�� NHHSLQJ� WKH� EDQNV·� DELOLW\� WR�
UROORYHU�WKH�GRPHVWLF�GHEW��0RUH�LPSRUWDQWO\��DFFRUGLQJ�WR�
UHFHQWO\� DQQRXQFHG�/HWWHU� RI� ,QWHQW�� WR� VXVWDLQ� WKH� SURILW�
DELOLW\�DQG�WKH�FDSLWDO�DGHTXDF\�OHYHOV�RI�WKH�EDQNV��DQ�LQWHU�
DJHQF\�ZRUNLQJ�FRPPLWWHH�ZLOO�EH�HVWDEOLVKHG��7KH�FRPPLW�
WHH�ZLOO�GHYHORS�DQ�DFWLRQ�SODQ�WR�UHGXFH�WKH�LQWHUPHGLDWLRQ�
FRVWV� RI� WKH� EDQNLQJ� VHFWRU� DV�PRQHWDU\� DQG� ILVFDO� FRQGL�
WLRQV�SHUPLW��
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