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'XULQJ� WKH� ODVW� WZR� GHFDGHV� PDQ\� FRXQWULHV� KDYH� OLEHUDOLVHG� WKHLU� ILQDQFLDO

PDUNHWV��7KH\�KDYH�DWWHPSWHG� WR� HOLPLQDWH� JRYHUQPHQW� LQWHUYHQWLRQ� LQ� VHWWLQJ

LQWHUHVW� UDWH� FHLOLQJV�� HUHFWLQJ� HQWU\� EDUULHUV�� LQWHUIHULQJ� LQ� FUHGLW� DOORFDWLRQ

GHFLVLRQV�� DQG� KDYH� EHJXQ� WR� SULYDWLVH� WKHLU� ILQDQFLDO� LQVWLWXWLRQV� �),V��

+RZHYHU��UHFHQW�EDQNLQJ�FULVHV�KDYH�LQGLFDWHG�D�OLQN�EHWZHHQ�OLEHUDOLVDWLRQ�DQG

ILQDQFLDO� IUDJLOLW\� DQG� WKH� VXEVHTXHQW� WUDGH�RII� EHWZHHQ� WKH� EHQHILWV� RI

OLEHUDOLVDWLRQ� DQG� WKH� FRVWV� RI� LQFUHDVLQJ� ILQDQFLDO� IUDJLOLW\� LQ� GHYHORSLQJ

PDUNHWV�� 5HFHQW� H[SHULHQFHV� LQ� $VLD� KDYH� KLJKOLJKWHG� WKH� LPSRUWDQFH� RI� WKH

VRXQGQHVV� RI� GRPHVWLF� ILQDQFLDO� V\VWHPV� HVSHFLDOO\� WKH� QHHG� IRU� D� SUXGHQWLDO

UHJXODWRU\��VXSHUYLVRU\��DQG�DFFRXQWLQJ�IUDPHZRUN�EHIRUH�XQGHUWDNLQJ�ILQDQFLDO

VHFWRU� OLEHUDOLVDWLRQ� 7KH� REMHFW� RI� WKH� SDSHU� LV� WR� SURYLGH� D� OLQN� EHWZHHQ� WKH

UHODWLYH�OHYHO�RI�DQ�LQGLYLGXDO�EDQN¶V�DGHTXDF\�DQG�LWV�HIIHFWV�RQ�WKH�IUDJLOLW\�RI

WKH�EDQNLQJ�V\VWHP��6SHFLILFDOO\��WKH�SUREDELOLW\�RI�D�EDQNLQJ�FULVLV�LV�PRGHOOHG

XVLQJ� WKH� FKDUDFWHULVWLFV� RI� LQGLYLGXDO� EDQNV� ±� QDPHO\�� WKHLU� FDSLWDO� DGHTXDF\

UDWLRV�� 7KH� SDSHU� FRQFHQWUDWHV� RQ� WKH� LPSRUWDQFH� RI� GLVWLQJXLVKLQJ� EHWZHHQ

FRVPHWLF�DQG�HIIHFWLYH�FKDQJHV�WR�FDSLWDO�DGHTXDF\�UDWLRV�WR�DYRLG�WKH�V\VWHPLF

WKUHDWV�ZKLFK�FDQ�JURZ�RXW�RI�PLFURHFRQRPLF�ZHDNQHVVHV�LQ�GRPHVWLF�EDQNLQJ

V\VWHPV�DV�ZLWQHVVHG�LQ�$VLD�

-(/�&ODVVLILFDWLRQ�1XPEHUV��*����*����*��

.H\ZRUGV��FDSLWDO�DGHTXDF\��EDQNLQJ�VWDQGDUGV��ILQDQFLDO�UHJXODWLRQ
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���,QWURGXFWLRQ

'XULQJ� WKH� ODVW� WZR� GHFDGHV� PDQ\� FRXQWULHV� KDYH�OLEHUDOLVHG� WKHLU

ILQDQFLDO� PDUNHWV�� 7KH\� KDYH� DWWHPSWHG� WR� HOLPLQDWH� JRYHUQPHQW

LQWHUYHQWLRQ� LQ� VHWWLQJ� LQWHUHVW� UDWH� FHLOLQJV�� HUHFWLQJ� HQWU\� EDUULHUV�

LQWHUIHULQJ�LQ�FUHGLW�DOORFDWLRQ�GHFLVLRQV��DQG�KDYH�EHJXQ�WR�SULYDWLVH

WKHLU� ILQDQFLDO� LQVWLWXWLRQV� �),V��� 1XPHURXV� FRXQWULHV� ZHQW� DV� IDU� DV

GHYHORSLQJ� WKHLU� RZQ� VWRFN� PDUNHWV� DV� ZHOO� DV� HQFRXUDJLQJ� IRUHLJQ

LQVWLWXWLRQV�WR�LQWHUPHGLDWH�LQ�WKH�DFFXPXODWLRQ�RI�ORFDO�FDSLWDO��0XFK

RI�WKLV�JHQHUDO�WUHQG�WRZDUGV�ILQDQFLDO�OLEHUDOLVDWLRQ�ZDV�DGYRFDWHG�E\

WKH� HDUOLHU� ZRUN� RI� 0F.LQQRQ� DQG� 6KDZ� ZKR� VXJJHVWHG� WKDW

GHYHORSLQJ� FRXQWULHV� FRXOG� VWLPXODWH� GRPHVWLF� VDYLQJV� DQG� JURZWK

DQG� UHGXFH� WKHLU� GHSHQGHQFH� RQ� IRUHLJQ� FDSLWDO� IORZV� WKURXJK

ILQDQFLDO�OLEHUDOLVDWLRQ��0F.LQQRQ��������DQG�6KDZ���������+RZHYHU�

UHFHQW�EDQNLQJ�FULVHV�KDYH�LQGLFDWHG�D�OLQN�EHWZHHQ�OLEHUDOLVDWLRQ�DQG

ILQDQFLDO� IUDJLOLW\�� DQG� WKH� VXEVHTXHQW� WUDGH�RII�EHWZHHQ� WKH�EHQHILWV

RI� OLEHUDOLVDWLRQ� DQG� WKH� FRVWV� RI� LQFUHDVLQJ� ILQDQFLDO� IUDJLOLW\� LQ

GHYHORSLQJ� PDUNHWV�� 7KHVH� FRVWV� KDYH� EHHQ� GUDVWLF� HQRXJK� WR� IRUFH

VRPH� WR� TXHVWLRQ� WKH� EHQHILWV� RI� PRYLQJ� DZD\� IURP� D� ILQDQFLDOO\

UHSUHVVHG�V\VWHP�EHIRUH�DQ�HFRQRP\¶V�PDUNHW�LQVWLWXWLRQV�DUH�UHDG\�WR

GR� VR�� 5HFHQW� H[SHULHQFHV� LQ� $VLD� KDYH� IXUWKHU� KLJKOLJKWHG� WKH

LPSRUWDQFH�RI�WKH�VRXQGQHVV�RI�GRPHVWLF�ILQDQFLDO�V\VWHPV��HVSHFLDOO\

WKH� QHHG� IRU� D� SUXGHQWLDO� UHJXODWRU\�� VXSHUYLVRU\�� DQG� DFFRXQWLQJ

IUDPHZRUN� EHIRUH� XQGHUWDNLQJ� ILQDQFLDO� VHFWRU� OLEHUDOLVDWLRQ�

0RUHRYHU��WKH�VSHHG�DW�ZKLFK�WKH�UHFHQW�$VLDQ�FULVLV�VSUHDG�DWWUDFWHG

HYHQ� JUHDWHU� DWWHQWLRQ� WR� WKH� V\VWHPLF� QDWXUH� RI� WKH� DIRUHPHQWLRQHG

FRVWV� LQKHUHQW� LQ� SUHVHQW� GD\�PDUNHWV��&RQVHTXHQWO\�� WKH� HIILFDF\�RI

VWDQGDUGLVHG�UHJXODWLRQV�ZKLFK�H[WHQG�EH\RQG�QDWLRQDO�ERXQGDULHV�KDV

EHHQ�TXHVWLRQHG��JLYHQ� WKDW� FRXQWULHV� ULVN� DWWUDFWLQJ� V\VWHPLF� WKUHDWV

HYHQ�GXULQJ�FULVHV�LQ�RWKHU�SDUWV�RI�WKH�ZRUOG��7KLV�SDSHU�H[DPLQHV�WKH

UHVSRQVHV� RI� EDQNV� WR� RQH� VXFK� XQLYHUVDO� VWDQGDUG�� L�H��� FDSLWDO

DGHTXDF\��DQG� LWV�HIIHFWV�RQ� WKH�SUREDELOLW\�RI�FULVHV�ZKLFK�RFFXUUHG

LQ�7KDLODQG��,QGRQHVLD��DQG�.RUHD�
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'XULQJ� ILQDQFLDO� OLEHUDOLVDWLRQ�� EDQNV� HQFRXQWHU� JUHDWHU� FRPSHWLWLRQ

DQG�H[SRVH�WKHPVHOYHV�WR�JUHDWHU�ULVNV��7KH�WLPHO\�LPSOHPHQWDWLRQ�RI

SUXGHQWLDO� VXSHUYLVLRQ� EHFRPHV� HVVHQWLDO� WR� PDLQWDLQ� WKH� V\VWHPLF

KHDOWK�RI� WKH� ILQDQFLDO� LQGXVWU\�� LQFOXGLQJ� WKH� VRXQG�PDQDJHPHQW� RI

LQGLYLGXDO�),V��3UXGHQWLDO� SROLFLHV� FDQ� OLPLW� WKH� ULVN� H[SRVXUH� RI� WKH

ILQDQFLDO�LQGXVWU\�E\�HQVXULQJ�WKDW�LQGLYLGXDO�LQVWLWXWLRQV�DUH�PDQDJHG

SURSHUO\�� &RQWUROOLQJ� FUHGLW� ULVN� WKURXJK� WKH� LPSOHPHQWDWLRQ� RI� D

PLQLPXP� FDSLWDO� DGHTXDF\� VWDQGDUG� KDV� EHHQ� D� NH\� SUXGHQWLDO

VXSHUYLVRU\� PHDVXUH�� ,Q� WKLV� OLJKW�� PDQ\� FRXQWULHV� KDYH� VWDUWHG� RU

DOUHDG\� DGRSWHG� WKH� FDSLWDO� DGHTXDF\� VWDQGDUGV� VHW� E\� WKH� %DVOH

&RPPLWWHH�RI�WKH�%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV��%,6��LQ������WR

VWUHQJWKHQ� GRPHVWLF� UHJXODWLRQ�� $Q� DQDO\VLV� RI� ZKHWKHU� EDQNV� KDYH

UHVSRQGHG� WR� ULVN�EDVHG� FDSLWDO� DGHTXDF\� UHTXLUHPHQWV� WKURXJK

FRVPHWLF� DGMXVWPHQWV� UDWKHU� WKDQ� HIIHFWLYH� FKDQJHV� LV� FUXFLDO� WR

GHWHUPLQLQJ� IXWXUH� VXSHUYLVRU\� SROLFLHV�� ,I� EDQNV� DUH� DEOH� WR� UHO\

KHDYLO\�RQ�FRVPHWLF�UHVSRQVHV�WR�FDSLWDO�UHTXLUHPHQWV��WKH�HIILFDF\�RI

WKH�%,6�JXLGHOLQHV�LV�OLPLWHG��HVSHFLDOO\�LQ�VRPH�GHYHORSLQJ�FRXQWULHV

ZKHUH� PDFURHFRQRPLF� FRQGLWLRQV� FDQ� EH� HVSHFLDOO\� YRODWLOH� LQ� WKH

DEVHQFH�RI�SUXGHQWLDO�DFFRXQWLQJ�VWDQGDUGV�

7KH�REMHFW�RI�WKH�SDSHU�LV�WR�SURYLGH�D�OLQN�EHWZHHQ�WKH�UHODWLYH�OHYHO

RI�DQ�LQGLYLGXDO�EDQN¶V�DGHTXDF\�DQG�LWV�HIIHFWV�RQ�WKH�IUDJLOLW\�RI�WKH

EDQNLQJ� V\VWHP�� 6SHFLILFDOO\�� WKH� SUREDELOLW\� RI� D� EDQNLQJ� FULVLV� LV

PRGHOOHG�XVLQJ�WKH�FKDUDFWHULVWLFV�RI�LQGLYLGXDO�EDQNV�±�QDPHO\��WKHLU

FDSLWDO� DGHTXDF\� UDWLRV�� %DQNV� DUH� ILUVW� VHSDUDWHG� EDVHG� RQ� WKHVH

FKDUDFWHULVWLFV�� DQG� WKHQ� WHVWHG� FDWHJRULFDOO\� DJDLQVW� YDULRXV

PDFURHFRQRPLF�� LQVWLWXWLRQDO�� DQG� ILQDQFLDO� IDFWRUV�� $OWKRXJK� WKHUH

KDV� EHHQ�PXFK� HYLGHQFH� RQ� WKH� OLQN� EHWZHHQ� ILQDQFLDO� GHYHORSPHQW

DQG�HFRQRPLF�JURZWK��WKH�FRQQHFWLRQ�EHWZHHQ�ILQDQFLDO�OLEHUDOLVDWLRQ

DQG� ILQDQFLDO� IUDJLOLW\� DW� D�PLFURHFRQRPLF� OHYHO� KDV� EHHQ� UDUH�� 7KLV

SDSHU� QRW� RQO\� DWWHPSWV� WR� ILOO� WKLV� JDS�� EXW� LW� DOVR� KLJKOLJKWV� WKH

LPSRUWDQFH� RI� PLFURSUXGHQWLDO� UHJXODWLRQV� GXULQJ� WKH� ILQDQFLDO

OLEHUDOLVDWLRQ�SURFHVV��,W�LV�K\SRWKHVLVHG�WKDW�DIWHU�OLEHUDOLVDWLRQ��EDQNV

DUH� SUHVVXUHG� GXH� WR� JUHDWHU� FRPSHWLWLRQ� ZLWKLQ� WKH� ILQDQFLDO� VHFWRU

IURP�KRPH�DQG�DEURDG��$V�D�UHVXOW��FDSLWDO�DGHTXDF\�UHJXODWLRQV�QHHG

WR� EH� LPSURYHG� WR� SUHFOXGH�RYHU�H[SRVXUH� WR� GLIIHUHQW� W\SHV� RI� ULVN�
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DQG� WR� UHGXFH� WKH� SUREDELOLW\� RI� D� V\VWHP�ZLGH� FULVLV�� $OWKRXJK� LQ

PDQ\� FDVHV� WKHVH� LPSURYHPHQWV� PLJKW� LPSO\� PRUH� VWULQJHQW

TXDQWLWDWLYH�VWDQGDUGV��JUHDWHU�DWWHQWLRQ�PXVW�EH�SDLG�WR�WKH�TXDOLW\�RI

FDSLWDO�EDQNV�KROG�LQ�WKHLU�SRUWIROLRV��:KLOH�LW�LV�JHQHUDOO\�DJUHHG�WKDW

WKHUH�ZHUH� VRPH�REYLRXV� UHJXODWRU\� IDLOXUHV� GXULQJ� WKH�$VLDQ� FULVLV�

WKLV� SDSHU� H[DPLQHV� WKH� SUHFLVH� QDWXUH� RI� WKH� SRVVLEOH� VRXUFHV� RI

IDLOXUH� LQ� WKH� FDSLWDO� DGHTXDF\� UHTXLUHPHQW� LQFOXGLQJ� LWV� ODFN� RI

WUDQVSDUHQF\�� LQHIIHFWLYH� DFFRXQWLQJ� VWDQGDUGV�� DQG� D� ZHDN

LQVWLWXWLRQDO� IUDPHZRUN�� 7KH� QH[W� VHFWLRQ� ZLOO� LQFOXGH� D� FORVHU

H[DPLQDWLRQ�RI�WKH�OLQN�EHWZHHQ�ILQDQFLDO�OLEHUDOLVDWLRQ�DQG�ILQDQFLDO

IUDJLOLW\� DQG� D� UHYLHZ� RI� FDSLWDO� DGHTXDF\� UHJXODWLRQ�� ,Q� WKH

VXFFHHGLQJ� VHFWLRQV�� WKH� PHWKRGRORJ\� DQG� WKH� DFWXDO� PRGHO� ZLOO� EH

WHVWHG��7KH�ILQDO�VHFWLRQV�ZLOO�GLVFXVV�WKH�LPSRUWDQFH�RI�GLVWLQJXLVKLQJ

EHWZHHQ�FRVPHWLF�DQG�HIIHFWLYH�FKDQJHV�WR�FDSLWDO�DGHTXDF\�UDWLRV��WR

DYRLG� WKH� V\VWHPLF� WKUHDWV� ZKLFK� FDQ� JURZ� RXW� RI� PLFURHFRQRPLF

ZHDNQHVVHV�LQ�GRPHVWLF�EDQNLQJ�V\VWHPV�DV�ZLWQHVVHG�LQ�$VLD�

���%DFNJURXQG

�����)LQDQFLDO�OLEHUDOLVDWLRQ

7KH�SRVLWLYH�HIIHFWV�RI�ILQDQFLDO�OLEHUDOLVDWLRQ�RQ�FDSLWDO�DFFXPXODWLRQ

DGYRFDWHG�E\�0F.LQQRQ�DQG�6KDZ��DV�ZHOO�DV� WKH� LQFUHDVH� LQ� IXWXUH

JURZWK�UDWHV�VXJJHVWHG�E\�.LQJ�DQG�/HYLQH��KDYH�EHHQ�RYHUVKDGRZHG

E\�UHFHQW�LQFUHDVHV�LQ�ILQDQFLDO�IUDJLOLW\��0F.LQQRQ�������DQG�6KDZ�

������.LQJ�DQG�/HYLQH���������%DQNLQJ�VHFWRUV� LQ�PDQ\�SDUWV�RI� WKH

ZRUOG�KDYH�VXIIHUHG�IURP�QXPHURXV�SUREOHPV��PDQ\�RI�ZKLFK�WXUQHG

LQWR� V\VWHPLF� FULVHV� DV� LQGLFDWHG� LQ� UHFHQW� VWXGLHV� �/LQGUHQ�� *DUFLD�

DQG�6DDO���������,Q�PDQ\�RI�WKHVH�FRXQWULHV�EDQNLQJ�VHFWRU�SUREOHPV

EHFDPH� SUHYDOHQW� LPPHGLDWHO\� DIWHU� ILQDQFLDO� VHFWRU� GHUHJXODWLRQ�

7KHVH� HSLVRGHV� IXUWKHU� VXJJHVW� WKDW� WKH� EHQHILWV� RI� ILQDQFLDO

OLEHUDOLVDWLRQ� QHHG� WR� EH� ZHLJKHG� DJDLQVW� WKH� FRVWV� RI� LQFUHDVHG

ILQDQFLDO�IUDJLOLW\��,Q�IDFW��D�EDVLF�OHVVRQ�HPHUJLQJ�IURP�VRPH�RI�WKHVH

FULVHV� VXJJHVWV� WKDW� VRPH� GHJUHH� RI� ILQDQFLDO� UHJXODWLRQ� PLJKW� EH

SUHIHUUHG�WR�SUHPDWXUH�OLEHUDOLVDWLRQ�LQ�GHYHORSLQJ�FRXQWULHV��6WLJOLW]�

������
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,Q� ILQDQFLDOO\� UHSUHVVHG� V\VWHPV��EDQN� LQWHUHVW� UDWHV� DUH� VXEMHFWHG� WR

LQWHUHVW�UDWH�FHLOLQJV�ZKLFK�GLVDOORZ�EDQNV�IURP�FKDUJLQJ�KLJK�LQWHUHVW

UDWHV� IRU� ULVNLHU� SURMHFWV�� PDNLQJ� ORDQV� WR� WKHVH� ERUURZHUV� OHVV

SURILWDEOH�� $IWHU� ILQDQFLDO� OLEHUDOLVDWLRQ�� EDQNV� DUH� DEOH� WR� ILQDQFH

WKHVH� ULVNLHU� SURMHFWV� IRU� KLJKHU� UHWXUQV�� )LQDQFLDO� V\VWHPV� H[LVW� WR

IDFLOLWDWH� WKH� DOORFDWLRQ� RI� UHVRXUFHV� LQ� DQ� XQFHUWDLQ� DQG� LPSHUIHFW

LQIRUPDWLRQDO� HQYLURQPHQW� EHWZHHQ� VDYHUV� DQG� LQYHVWRUV�� )LQDQFLDO

V\VWHPV� QRW� RQO\� FROOHFW� DQG� SURFHVV� WKH� QHFHVVDU\� LQIRUPDWLRQ� EXW

DOVR� WU\� WR� UHGXFH� RYHUDOO� ULVNV� LQ� OHQGLQJ� E\� GLYHUVLI\LQJ� WKHLU

SRUWIROLRV�� $OWKRXJK� WKHVH� DFWLRQV� LQFUHDVH� WKH� SURGXFWLYLW\� RI

GHSRVLWV�� JUHDWHU� FRPSHWLWLRQ� DOVR� LQFUHDVHV� WKH� YXOQHUDELOLW\� RI� WKH

ILQDQFLDO�V\VWHP�WR�D�V\VWHPLF�FULVLV��,Q�PDQ\�FRXQWULHV��WKH�SXUVXLW�RI

DFFHOHUDWHG� OLEHUDOLVDWLRQ� SROLFLHV� IRU� JUHDWHU� HIILFLHQF\� LQ� ILQDQFLDO

PDUNHWV�IXUWKHU�HPSKDVLVHV�WKH�QHHG�IRU�FHUWDLQ�UHJXODWRU\�VWDQGDUGV�

7KHVH�VWDQGDUGV�QHHG�WR�EDODQFH�WKH�SURGXFWLYH�EHQHILWV�RI� LQFUHDVHG

OLEHUDOLVDWLRQ�ZLWKLQ�WKH�ILQDQFLDO�VHFWRU�ZLWK�WKH�LQFUHDVHG�SUREDELOLW\

RI�D�EDQNLQJ�FULVLV��3UXGHQWLDO�UHJXODWLRQ�DLPV�WR�SURWHFW�WKH�VWDELOLW\

RI�WKH�ILQDQFLDO�V\VWHP�DV�ZHOO�DV�DOO�GHSRVLWRUV��$OWKRXJK�SUXGHQWLDO

PDFURHFRQRPLF� UHJXODWLRQ� LV� RIWHQ� DFNQRZOHGJHG� DV� HVVHQWLDO� IRU

V\VWHPLF�VWDELOLW\��LW�LV�WKH�PLFURHFRQRPLF�UHJXODWRU\�VWDQGDUGV�ZKLFK

PDQ\� OLEHUDOLVDWLRQ� SURJUDPPHV� KDYH� LQFUHDVLQJO\� GLVPDQWOHG� LQ

VRPH�FRXQWULHV��/RQJ�DQG�9LWWDV���������)RU�H[DPSOH��PDQ\�FRXQWULHV

EHJDQ�WR�UHPRYH�FRQWUROV�RQ�LQWHUQDWLRQDO�FDSLWDO�IORZV�DV�SDUW�RI�WKHLU

OLEHUDOLVDWLRQ�SURJUDPPHV��$W�D�PDFURHFRQRPLF�OHYHO��WKLV�DOORZDQFH

RSHQHG� WKH�ZD\�IRU� ORFDO� ILQDQFLDO� LQWHUPHGLDULHV� WR�JDLQ�DFFHVV� WR�D

JUHDWHU� YROXPH� RI� IXQGV� ZKLFK� ZHUH� RIWHQ� UHTXLUHG� E\� ORFDO

ERUURZHUV�� +RZHYHU�� LW� DOVR� H[SRVHG� WKHP� WR� IRUHLJQ� H[FKDQJH� ULVN

ZKLFK� SUXGHQWLDO� IRUHLJQ� FXUUHQF\� H[SRVXUH� OLPLWV� WULHG� WR� FXUWDLO�

8QIRUWXQDWHO\�� WKHVH� OLPLWV�ZHUH�FLUFXPYHQWHG�E\� ORFDO�EDQNV�ZKLFK

FRQWLQXHG�WR�OHQG��H[FHSW�QRZ�WKH\�ZRXOG�GR�VR�LQ�IRUHLJQ�FXUUHQF\�WR

XQKHGJHG� GRPHVWLF� ERUURZHUV�� ,Q� WKLV� ZD\�� WKH\� ZRXOG� PHHW� WKH

IRUHLJQ�FXUUHQF\�H[SRVXUH�OLPLW�E\�WUDQVIHUULQJ�WKHLU�IRUHLJQ�H[FKDQJH

ULVN� WR� FUHGLW� ULVN�� &RQVHTXHQWO\�� LW� ZDV� QR� VXUSULVH� WKDW� FXUUHQF\

FULVHV� DOPRVW� DOZD\V� SUHFHGHG� RU� DFFRPSDQLHG� EDQNLQJ� FULVHV

�.DPLQVN\�DQG�5HLQKDUW��������
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)LQDQFLDO� OLEHUDOLVDWLRQ� SURYLGHG� EDQNV� JUHDWHU� IUHHGRP� DQG� WKH

RSSRUWXQLW\� WR� LQFUHDVH� WKHLU� H[SRVXUH� WR� ULVN�� $OWKRXJK� VXFK

PHDVXUHV� PLJKW� LQFUHDVH� WKH� SURGXFWLYLW\� RI� IXQGV�� LW� FDQ� OHDG� WR� D

SRLQW�ZKHUH� WKH� OHYHO� RI� ULVN�PLJKW� EH� JUHDWHU� WKDQ�ZKDW� LV� VRFLDOO\

RSWLPDO�� 7KLV� FRQGLWLRQ� LV� IXUWKHU� FRPSOLFDWHG� LQ� WKH� SUHVHQFH� RI

SHUYHUVH�LQFHQWLYHV��LQFOXGLQJ�PRUDO�KD]DUG�E\�VWDWH�EDFNHG�LQVXUDQFH

VFKHPHV�� (IIHFWLYH� SUXGHQWLDO� UHJXODWLRQ� DQG� VXSHUYLVLRQ� QHHGV� WR

FRQWURO�VXFK�EHKDYLRXU�DQG�UHDOLJQ�DSSURSULDWH�LQFHQWLYHV�DW�ERWK�WKH

PDFURHFRQRPLF�DQG�PLFURHFRQRPLF� OHYHO��*LYHQ� WKDW� WKH�SUREDELOLW\

RI�D�V\VWHPLF�EDQNLQJ�FULVLV�PLJKW�EH�JUHDWHU�LQ�ILQDQFLDOO\�OLEHUDOLVHG

V\VWHPV�� WKH� SDSHU�ZLOO� H[DPLQH�ZKHWKHU� WKHUH� LV� D� OLQN� EHWZHHQ� DQ

LQGLYLGXDO�EDQN¶V�EHKDYLRXU�DQG�WKH�IUDJLOLW\�RI�WKH�EDQNLQJ�V\VWHP�

�����3RVW�OLEHUDOLVDWLRQ�EDQNLQJ�EHKDYLRXU

7KH� FKDQJH� LQ� WKH� SRVW�OLEHUDOLVDWLRQ� EHKDYLRXU� RI� EDQNV� XVXDOO\

LQFUHDVHV�EDQNLQJ� ULVNV� DQG�DIIHFWV�EDQNLQJ� VRXQGQHVV�� HVSHFLDOO\� LQ

WKH�DEVHQFH�RI�D�SURSHU� VXSHUYLVRU\� IUDPHZRUN��%DQNLQJ� V\VWHPV� LQ

PDQ\� FRXQWULHV� KDYH� H[SHULHQFHG� VLJQLILFDQW� SUREOHPV� IROORZLQJ

OLEHUDOLVDWLRQ�� ZLWK� ODUJH� FDSLWDO� LQIORZV� LQ� WKH� DEVHQFH� RI� DGHTXDWH

LQWHUQDO�FRQWUROV�DQG�SUXGHQWLDO�RYHUVLJKW�WR�FRQWDLQ�WKH�LQFUHDVHG�ULVN

RI�QHZ�DQG�H[SDQGHG�DFWLYLWLHV�
�
7KH�UHFHQW�H[SHULHQFH�RI�PDQ\�EDQNV

LQ� (DVW� $VLD� SURYHG� WKH� LPSRUWDQFH� RI� KDYLQJ� WKHVH� UHJXODWRU\

PHDVXUHV�LQ�SODFH�SULRU�WR�OLEHUDOLVDWLRQ��RU�ULVN�V\VWHPLF�IDLOXUH�LQ�WKH

EDQNLQJ�VHFWRU�ZKLFK�FRXOG�VSUHDG�LQWR�DQ�HFRQRP\�ZLGH�FULVLV�

,Q�WKH�����V��(DVW�$VLDQ�FRXQWULHV�SXUVXHG�D�YDULHW\�RI�OLEHUDOLVDWLRQ

SROLFLHV� ZLWKLQ� WKH� ILQDQFLDO� VHFWRU�� LQFOXGLQJ� WKH� UHPRYDO� RI� PDQ\

EDUULHUV� WR� HQWU\�� LQFUHDVLQJ� WKH� VFRSH� RI� EDQN� DFWLYLWLHV��DOORZLQJ

IRUHLJQ� EDQNLQJ�� DQG� ORRVHQLQJ� IRUHLJQ� H[FKDQJH� FRQWUROV��7KDLODQG

LQWURGXFHG� WKH� %DQJNRN� ,QWHUQDWLRQDO� %DQNLQJ� )DFLOLW\� ZKLFK

DWWUDFWHG� IRUHLJQ� ERUURZHUV� WKURXJK� SUHIHUUHG� LQWHUHVW� UDWHV�� 7KHVH

ORZHU� UDWHV� QRW� RQO\� LQFUHDVHG� FRPSHWLWLRQ� DPRQJVW�7KDL� EDQNV� DQG

),V��EXW� LW�DOVR�VTXHH]HG� WKH�SURILW�PDUJLQV�RI�RWKHU�GRPHVWLF�EDQNV�

IRUFLQJ� WKHP� WR� HQWHU� LQWR� ULVNLHU� DFWLYLWLHV�� ,QGRQHVLDQ�OLEHUDOLVDWLRQ

DOORZHG� WKH�QXPEHU�RI�EDQNV� WR� LQFUHDVH� IURP���� LQ������ WR� DOPRVW
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����LQ�������,0)���������.RUHDQ�SROLF\�DOORZHG�ILQDQFH�FRPSDQLHV

WR� EHFRPH� PHUFKDQW� EDQNV� VR� WKDW� WKH\� FRXOG� EHJLQ� OHQGLQJ� DQG

ERUURZLQJ�LQ�IRUHLJQ�FXUUHQF\�LQ�ZKLFK�WKH\�KDG�OLWWOH�H[SHULHQFH��7KH

QXPEHU�RI�.RUHDQ�EDQNV�LQFUHDVHG�IURP���LQ������WR����LQ�������-DH�

.ZRQ���������:LWK�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI�EDQNV�DQG�),V��WKHUH

ZDV�D�VXEVHTXHQW�H[SDQVLRQ�LQ�OHQGLQJ�WR�WKH�SULYDWH�VHFWRU�DW�DQ�HYHU

LQFUHDVLQJ� UDWH� �7DEOH� ����'XULQJ� ����������� EDQN� OHQGLQJ� LQ� UHDO

WHUPV�JUHZ�DW�����LQ�,QGRQHVLD�DQG�7KDLODQG�DQG�����LQ�.RUHD��%,6�

������

7KLV� VXGGHQ� DQG� UDSLG� JURZWK� LQ� EDQN� OHQGLQJ� LQ� LWVHOI� LPSOLHV� WKDW

ERUURZHUV�ZLWK� HYHQ�PDUJLQDOO\� YLDEOH� SURMHFWV�ZHUH� JUDQWHG� FUHGLW�

0RUHRYHU��LW�VWUHWFKHG�WKH�FDSDFLWLHV�RI�EDQNV�WR�DSSUDLVH�DQG�PRQLWRU

ERUURZHUV�� FDXVLQJ� WKHLU� SRUWIROLRV� WR� GHFOLQH� LQ� DVVHW� TXDOLW\��2WKHU

IDFWRUV�VSHFLILF�WR�$VLDQ�EDQNV�LQFOXGHG�D�EXLOG�XS�RI�QRQ�SHUIRUPLQJ

ORDQV� WR� LQGXVWULHV� WDUJHWHG� DQG� VXSSRUWHG� E\� JRYHUQPHQW� SROLF\�

)XUWKHU�JRYHUQPHQW�LQWHUYHQWLRQ�LQ�WKH�LQWHUQDO�PDQDJHPHQW�RI�EDQNV

LPSOLHG� OHVV� UHJDUG� IRU� WKH� LQWHUHVWV� RI� EDQN� GHSRVLWRUV� WKDQ� IRU

SUHVFULEHG�JRYHUQPHQW�OHQGLQJ�SROLFLHV�WR�VSHFLILF�VHFWRUV�HYHQ�LI�WKH\

ZHUH�QRQ�SURILWDEOH��H�J���WKH�DYHUDJH�SURILW�PDUJLQV�RI�&KDHEROV�IHOO

WR� QHJOLJLEOH� OHYHO� LQ� WKH�PLG� ����V� DQG� VRPH� HYHQ�ZHQW� EDQNUXSW�

JRYHUQPHQW� SUHVVXUH� IRUFHG� EDQNV� WR� H[WHQG� SUHIHUHQWLDO� ORDQV� WR

VPDOO�DQG�PHGLXP�VFDOH�EXVLQHVVHV�LQ�,QGRQHVLD��DJULFXOWXUDO�DQG�UXUDO

LQGXVWULHV� LQ� 7KDLODQG�� DQG� WKH�%XPLSXWHUD� FRPPXQLW\� LQ�0DOD\VLD

�0LOOHU� DQG� /XDQJDUDP�� ������5DKPDQ�� ������� )XUWKHUPRUH�� ZKHQ

WKHVH�JRYHUQDQFH�SUREOHPV�ZLWKLQ� WKH�EDQNV¶�FRUSRUDWH�PDQDJHPHQW

ZHUH� HYHQWXDOO\� NQRZQ� WR� GHSRVLWRUV�� WKH� EHOLHI� WKDW� ILQDQFLDO

LQVWLWXWLRQV� ZHUH� SURWHFWHG� E\� WKH� JRYHUQPHQW� UDLVHG� PRUDO� KD]DUG

LVVXHV�� &RQVHTXHQWO\�� PDUNHW� GLVFLSOLQH� IDLOHG� WR� H[HUW� HIIHFWLYH

FRQWURO� VLQFH� GHSRVLWRUV� KDG� OLWWOH� LQFHQWLYH� WR� PRQLWRU� WKH

PDQDJHPHQW� RI� ILQDQFLDO� LQVWLWXWLRQV�� 7KHUHIRUH�� LW� LV� QRZ� DFFHSWHG

WKDW� WKH� WLPHO\� LPSOHPHQWDWLRQ� RI� SUXGHQWLDO� SROLFLHV� LV� HVVHQWLDO� WR

DYRLG� IXUWKHU� HFRQRPLF� LQVWDELOLW\� GXULQJ� WKH� ILQDQFLDO�OLEHUDOLVDWLRQ

SURFHVV��$PRQJ�VXFK�SROLFLHV��VRPH�LQYROYH�EHWWHU� ULVN�PDQDJHPHQW

PHDVXUHV�DW�WKH�PLFURHFRQRPLF�OHYHO��LQFOXGLQJ�WKRVH�ZKLFK�PRQLWRU



�

IRUHLJQ� H[FKDQJH� H[SRVXUH�� UHVWULFW� LQVLGHU� WUDGLQJ�� DQG� OLPLW� FUHGLW

DQG�H[FKDQJH�UDWH�ULVN�

�����&DSLWDO�DGHTXDF\

$Q�LPSRUWDQW�PHDVXUH� WR�FRQWURO�FUHGLW� ULVN� LQ�UHFHQW�\HDUV�KDV�EHHQ

WKH� ZLGHVSUHDG� LPSOHPHQWDWLRQ� RI� PLQLPXP� FDSLWDO� DGHTXDF\

VWDQGDUGV��,Q�������WKH�%DVOH�&RPPLWWHH�RI�WKH�%,6�DJUHHG�WR�UHTXLUH

EDQNV� DFWLYHO\� HQJDJHG� LQ� LQWHUQDWLRQDO� WUDQVDFWLRQV� WR� KROG� FDSLWDO

HTXDO� WR� DW� OHDVW� �� SHUFHQW� RI� ULVN�ZHLJKWHG� DVVHWV�� WU\LQJ� WR� SUHYHQW

EDQNV�IURP�LQFUHDVLQJ�FUHGLW�ULVN�WKURXJK�JUHDWHU�OHYHUDJH��+RZHYHU�

VXSHUYLVRUV� FRPSODLQHG� WKDW� WKH� FUHGLW� ULVN� FRPSRQHQW� RI� WKH� ����

%DVOH� &DSLWDO� $FFRUG� ZDV� WRR� QDUURZ� WR� GHDO� ZLWK� WKH� PDUNHW�

OLTXLGLW\��DQG�WKH�RSHUDWLRQDO�ULVNV�ZKLFK�LQFUHDVHG�ZLWK�WKH�JURZWK�RI

EDQNV¶� WUDGLQJ� DQG� GHULYDWLYH� ERRNV�� 7KH� RULJLQDO� LQWHQWLRQ� RI� WKH

%DVOH�$FFRUG�KDG�EHHQ�WR�SUHYHQW�D�VOLGH�LQ�LQWHUQDWLRQDO�FDSLWDO�UDWLRV

UHVXOWLQJ�IURP�DJJUHVVLYH�FRPSHWLWLRQ�IRU�PDUNHW�VKDUH�E\�WKH�OHDGLQJ

EDQNV�GXULQJ�WKH�PLG�����V��7KH�$FFRUG�DOVR�KRSHG�WR�KDUPRQLVH�WKH

GLIIHUHQW� OHYHOV�DQG�DSSURDFKHV� WR�FDSLWDO�DPRQJ�WKH�*����FRXQWULHV�

6LQFH� LWV� LQFHSWLRQ�� WKH� LQWURGXFWLRQ� RI� D� ULVN�EDVHG� VWUXFWXUH� IRU

FDOFXODWLQJ� FDSLWDO� UDWLRV�� ZKLFK� DVVLJQV� GLIIHUHQW� FDSLWDO� ZHLJKWV� WR

IHZHU�DVVHW� FODVVHV� �ERWK�RQ�DQG�RII�EDODQFH� VKHHW���KDV�EHHQ�RQH�RI

WKH� &RPPLWWHH¶V� JUHDWHVW� FRQWULEXWLRQV�� 7KHLU� PHWKRG� QRW� RQO\

PDUNHG�D� VLJQLILFDQW� LPSURYHPHQW� IURP� WKH� SUHYLRXVO\� XVHG�JHDULQJ

UDWLR� PHWKRG� XVHG� E\� QDWLRQDO� UHJXODWRUV�� EXW� LW� DOVR� FUHDWHG� OHVV

LQFHQWLYH� IRU�RII�EDODQFH� VKHHW� DFWLYLWLHV��0RUHRYHU�� WKH�$FFRUG�ZDV

GHVLJQHG�ZLWK�WKH�LQWHQWLRQ�RI�XSGDWLQJ�LW�ZLWK�SHULRGLF�DPHQGPHQWV�

,Q�������DQ�DPHQGPHQW�LQWURGXFHG�FDSLWDO�UHTXLUHPHQWV�LQ�UHVSHFW�RI

PDUNHW� ULVN�DQG�DOORZHG�EDQNV� WR�XVH�9D5��9DOXH�DW� ULVN��DQG�RWKHU

PRGHOV�

,Q� GUDZLQJ� XS� FDSLWDO� VWDQGDUGV�� UDWLRV� DUH� FDOFXODWHG� RQ� D

FRQVROLGDWHG� EDVLV�� &DSLWDO� LQFOXGHV� ERWK� FRUH� FDSLWDO� �WLHU� ��� DQG

VXSSOHPHQWDU\� FDSLWDO� �WLHU� ���� DVVHWV� DUH� ZHLJKWHG� LWHP� E\� LWHP� WR

UHIOHFW�FUHGLW�ULVN��2II�EDODQFH�VKHHW�HQJDJHPHQWV�DUH�DOVR�LQFOXGHG�LQ

ULVN�ZHLJKWHG�DVVHWV�DIWHU�FRQYHUVLRQ�XVLQJ�FUHGLW�FRQYHUVLRQ�IDFWRUV�



�

6XSSOHPHQWDU\�FDSLWDO�FDQ�EH�PDGH�XS�RI�UHYDOXDWLRQ�UHVHUYHV��JDLQV

RQ�VHFXULWLHV�YDOXDWLRQ��DQG�JHQHUDO�SURYLVLRQV�IRU� ORDQ� ORVVHV�ZLWKLQ

WKH� OLPLWV� VHW� LQ� WKH� %DVOH� IUDPHZRUN� DQG� VXERUGLQDWHG� WHUP� GHEWV�

*DLQV�RQ�VHFXULWLHV�YDOXDWLRQ�PD\�EH�LQFOXGHG�XS�WR�D�PD[LPXP�RI���

SHUFHQW�� DQG� JHQHUDO� SURYLVLRQV� IRU� ORDQ� ORVVHV� DUH� OLPLWHG� WR� D

PD[LPXP� RI� ����� SHUFHQW� RI� ULVN�ZHLJKWHG� DVVHWV�� 7RWDO

VXSSOHPHQWDU\� FDSLWDO� PD\� QRW� H[FHHG� WRWDO� FRUH� FDSLWDO�� 5LVN

ZHLJKWLQJV� DUH� ODUJHO\� GHWHUPLQHG� E\� WKH� DVVHW� WUDQVDFWLRQ

FRXQWHUSDUW�� L�H��� �� SHUFHQW� IRU� JRYHUQPHQW� DQG� FHQWUDO� EDQNV�� ��

SHUFHQW� IRU� GRPHVWLF� SXEOLF� VHFWRU� LQVWLWXWLRQV�� DQG� ��� SHUFHQW� IRU

EDQNV��$����SHUFHQW�ZHLJKW�LV�DVVLJQHG�WR�ORDQV�VHFXUHG�E\�PRUWJDJH

RQ�UHVLGHQWLDO�SURSHUW\�DQG�����SHUFHQW�IRU�RWKHU�FODLPV��7KH�$FFRUG

DOORZV� QDWLRQDO� VXSHUYLVRU\� DXWKRULWLHV� D� FHUWDLQ� GHJUHH� RI� IUHHGRP

IURP�IL[LQJ�WKH�H[WHQW�RI�VXSSOHPHQWDU\�FDSLWDO��VHWWLQJ�WKH�PDJQLWXGH

IRU� ULVN� ZHLJKWV� IRU� DVVHWV�� DQG� GHDOLQJ� ZLWK� RWKHU� LVVXHV� RI� ULVN

DVVHVVPHQW��,Q�������IRU�LQVWDQFH��WKH�(XURSHDQ�8QLRQ�LQWURGXFHG�WKH

&DSLWDO�$GHTXDF\�'LUHFWLYH� �&$'�� LQ� FRQMXQFWLRQ�ZLWK� WKH�%,6� IRU

PDUNHW� ULVN� FDOFXODWLRQ�� &$'� ,,� ZLOO� DGG� ERWK� LQWHUQDO� ULVN

PDQDJHPHQW� PRGHOV� DQG� FRPPRGLWLHV� ULVN�� 7KH� ODWHVW� YHUVLRQ

LQWURGXFHG� E\� WKH� %DVOH� &RPPLWWHH� LQFRUSRUDWHV� PDUNHW� ULVN� LQ

UHVSRQVH� WR� WKH� LQFUHDVHG�YRODWLOLW\�RI� WKH�H[FKDQJH� UDWH� DQG� LQWHUHVW

UDWHV� DV� UHVWULFWLRQV� RQ� FDSLWDO� IORZV� DUH� UHPRYHG�� 7KH� %DVOH

&RPPLWWHH� SHUPLWV� WZR� PHDVXUHV� RI� PDUNHW� ULVN�� D� VWDQGDUGLVHG

PHWKRG� SURSRVHG� E\� WKH� &RPPLWWHH�� DQG� EDQNV¶� RZQ� LQWHUQDO� ULVN

PDQDJHPHQW�PRGHOV�

0RVW� FRXQWULHV� KDYH� LQFRUSRUDWHG� WKH� %DVOH� VWDQGDUGV� LQWR� WKHLU

UHJXODWRU\� IUDPHZRUN� LI� DW� OHDVW� WR� VWUHQJWKHQ� WKH� VRXQGQHVV�RI� WKHLU

FRPPHUFLDO�EDQNV��WR�UDLVH�WKHLU�FUHGLW�UDWLQJ�LQ�LQWHUQDWLRQDO�ILQDQFLDO

PDUNHWV�� DQG� WR� DFKLHYH� D� XQLYHUVDOO\� UHFRJQLVHG� LQWHUQDWLRQDO

VWDQGDUG��7KHVH�FRXQWULHV�XQGHUVWRRG�WKDW�FRQYHUJHQFH�ZLWK�WKH�%DVOH

$FFRUG�ZDV�QHFHVVDU\�WR�HQVXUH�FDSLWDO�DGHTXDF\�DV�ZHOO�DV� WR�VWDQG

RQ� DQ� HTXDO� IRRWLQJ� ZLWK� LQWHUQDWLRQDO� EDQNV� LQ� JOREDO� ILQDQFLDO

PDUNHWV�� 7KHVH� VWDQGDUGV� ZHUH� DSSOLHG� WR� FRPPHUFLDO� EDQNV�

LQFOXGLQJ�ORFDO�DQG�IRUHLJQ�EDQN�EUDQFKHV��/RFDO�EDQNV�ZHUH�LQFOXGHG

VLQFH�IXUWKHU�OLEHUDOLVDWLRQ�PHDQW� WKDW� WKH\�ZHUH�H[SHFWHG� WR�EHFRPH
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PRUH�DFWLYH�LQ�LQWHUQDWLRQDO�EXVLQHVV��7KH�%DVOH�&RPPLWWHH�FRQWLQXHV

WR�XSGDWH�LWV�UXOHV�E\�UHFRJQLVLQJ�RWKHU�ZHDNQHVVHV��HVSHFLDOO\�LQ�WKH

RULJLQDO� FUHGLW� ULVN� DSSURDFK� ZKLFK� FRXOG� GLVWRUW� LQFHQWLYHV� LQ� EDQN

ULVN� WDNLQJ�� H�J��� WKH� VHFXULWLVDWLRQ� RI� ZKROHVDOH� FUHGLW�� ,W� KDV� DOVR

UHFRJQLVHG� WKH� LQFUHDVLQJ� FRPSHWLWLRQ� LQ� WKH� ILQDQFLDO� VHUYLFHV

LQGXVWU\�IURP�EDQNV��ILQDQFH�FRPSDQLHV��DQG�LQVXUDQFH�DJHQFLHV��7KLV

KDV�PHDQW�WKDW�FDSLWDO�UHTXLUHPHQWV�QHHG�WR�JR�EH\RQG�WKH�*����EDQNV

WR� LQFOXGH�HPHUJLQJ�PDUNHWV� LQ� GHYHORSLQJ� FRXQWULHV�� 7KH�$FFRUG¶V

RULJLQDO�PHWKRGRORJ\�KDV�RFFDVLRQDOO\�SURYHG�LQDGHTXDWH�IRU�VRPH�RI

WKHVH� PDUNHWV�� DQG� WKH� �� SHUFHQW� PLQLPXP� FDSLWDO� UDWLR� KDV� EHHQ

FULWLFLVHG�DV�EHLQJ� WRR� ORZ� IRU� WKHLU� HFRQRPLF�FRQGLWLRQV��7KH�%DVOH

&RPPLWWHH�FRQWLQXHV� WR� UH�HPSKDVLVH� WKDW� WKH���SHUFHQW� VKRXOG�RQO\

EH�UHJDUGHG�DV�D�PLQLPXP�DQG�VKRXOG�QRW�EH�UHJDUGHG�DV�VXIILFLHQW�IRU

DOO� PDUNHWV�� 7KH� %DVOH� &RPPLWWHH� IDFHV� GLIILFXOW� FKDOOHQJHV� LQ� WKH

IXWXUH�� $V� UHJXODWRUV�� WKH\� KDYH� UHFRJQLVHG� WKH� SRVVLEOH� GLVWRUWHG

LQFHQWLYHV� RI� VRPH� RI� WKHLU� RULJLQDO� PDQGDWHV�� WKH� LQFUHDVHG

FRPSHWLWLRQ�LQ�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\��DQG�WKH�QRWDEOH�HIIHFWV

RI�PDUNHW�ULVN�RQ�EDQN�SRUWIROLRV��,Q�ILQGLQJ�VROXWLRQV��WKH\�QRW�RQO\

KDYH�WR�DGGUHVV�HDFK�RI�WKH�IRUPHU�LVVXHV��EXW�WKH\�QHHG�WR�DFFRXQW�IRU

WKH� GLIIHUHQFHV� DPRQJVW� WKHLU� SRWHQWLDO� FOLHQWV��&OHDUO\� D� QHHG� H[LVWV

IRU�D�ULVN�DVVHVVPHQW�IUDPHZRUN�ZKLFK�LV�QRW�RQO\�VLPSOH�WR�DSSO\�EXW

HDVLO\� DGDSWDEOH� WR� GLIIHUHQW� PDFURHFRQRPLF�� LQVWLWXWLRQDO�� DQG

ILQDQFLDO�FRQGLWLRQV�

���&DXVHV�RI�%DQNLQJ�6HFWRU�&ULVHV

7KHUH�DUH�VHYHUDO�PHFKDQLVPV�ZKLFK�WKH�OLWHUDWXUH�FLWHV�DV�WKH�FDXVHV

RI�EDQNLQJ�VHFWRU�SUREOHPV��%DQNV�DUH�ILQDQFLDO�LQWHUPHGLDULHV�ZKRVH

PDLQ�OLDELOLWLHV�DUH�VKRUW�WHUP�GHSRVLWV��DQG�ZKRVH�DVVHWV�DUH�D�PL[WXUH

RI�ERWK� VKRUW� DQG� ORQJHU� WHUP� ORDQV��:KHQ� WKH�YDOXH�RI� WKHVH� DVVHWV

IDOOV� VKRUW� RI� WKH� YDOXH� RI� WKH� OLDELOLWLHV�� D� EDQN� EHFRPHV� LQVROYHQW�

7KH� YDOXH� RI� EDQN� DVVHWV� LV� UHGXFHG� ZKHQ� ERUURZHUV� DUH� XQDEOH� WR

VHUYLFH� WKHLU� GHEW�� %DQNV� DWWHPSW� WR� UHGXFH� VRPH� RI� WKLV� FUHGLW� ULVN

WKURXJK� GLYHUVLILFDWLRQ�� PRUH� HIILFLHQW� VFUHHQLQJ� SURFHVVHV�� DQG� WKH

XVH� RI� FROODWHUDO�� +RZHYHU�� WKHUH� DUH� FRVWV� LQYROYHG� ZLWK� HDFK� RI

WKHVH��DQG�WKHUH�LV� WKHUHIRUH�D� OLPLW� WR�WKH�DPRXQW�RI�ULVN�D�EDQN�FDQ
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UHGXFH� WKURXJK� VXFK� PHDQV�� %DQNV� IXUWKHU� FRPSOHPHQW� WKHLU

GLYHUVLILFDWLRQ� HIIRUWV� E\� KROGLQJ� D� FHUWDLQ� OHYHO� RI� HTXLW\� DQG

FRPSXOVRU\�UHVHUYHV�WR�SURWHFW�WKHPVHOYHV�DJDLQVW�WKH�DIRUHPHQWLRQHG

ULVN�� (FRQRPLF� VKRFNV� ZKLFK� QHJDWLYHO\� DIIHFW� WKH� HFRQRPLF�ZHOO�

EHLQJ�RI�EDQN�ERUURZHUV�DQG�ZKRVH�HIIHFWV�FDQQRW�EH�RII�VHW�WKURXJK

DQ\�RI� WKH�SUHYLRXV� ULVN�UHGXFLQJ�PHDVXUHV�SURGXFH�V\VWHPLF� WKUHDWV

WR�EDQNV�DQG� WKH�EDQNLQJ�VHFWRU�DW� ODUJH��([WDQW� WKHRU\�VXJJHVWV� WKDW

EDQNLQJ� V\VWHPV� ZKLFK� DUH� OHVV� FDSLWDOLVHG� DUH� PRUH� YXOQHUDEOH� WR

WKHVH�VKRFNV���L�H���GHFOLQH�LQ�DVVHW�SULFHV��F\FOLFDO�GRZQWXUQV��WHUPV�RI

WUDGH� GHWHULRUDWLRQV� �.DPLQVN\� DQG�5HLQKDUW�� ������ *RUWRQ�� ������

2QH�RI�WKH�JRDOV�RI�WKLV�SDSHU�LV�WR�WHVW�ZKHWKHU�WKLV�ZDV�WKH�FDVH�IRU

WKH� WKUHH� FRXQWULHV� XQGHU� FRQVLGHUDWLRQ� WKDW� LV�� ZKHWKHU� EDQNV� ZLWK

UHODWLYHO\� KLJKHU� FDSLWDO� UHVHUYHV� UHDFWHG�PRUH� HIIHFWLYHO\� WKDQ� WKHLU

ORZHU� UHVHUYH� FDSLWDO� FRXQWHUSDUWV� WR� FKDQJHV� LQ� PDFURHFRQRPLF�

ILQDQFLDO��DQG�LQVWLWXWLRQDO�FRQGLWLRQV�

�����)LQDQFLDO�IDFWRUV

)LQDQFLDO� OLEHUDOLVDWLRQ� FDQ� OHDG� WR� KLJK� VKRUW�WHUP� LQWHUHVW�UDWHV� DV

LQWHUHVW� UDWH�FRQWURO�PHDVXUHV�DUH� UHPRYHG� �3LOO� DQG�3UDGKDQ��������

6LPLODUO\��FRQWUDFWLRQDU\�PRQHWDU\�SROLF\��ILVFDO�WLJKWHQLQJ��RU�HYHQ�D

JHQHUDO� LQFUHDVH� LQ� LQWHUQDWLRQDO� LQWHUHVW� UDWHV� FDQ� UDLVH� VKRUW�WHUP

LQWHUHVW� UDWHV��0RVW� EDQNLQJ� FULVHV� LQ� WKH�8�6��ZHUH� SUHFHGHG� E\� DQ

LQFUHDVH� LQ�VKRUW� WHUP� LQWHUHVW� UDWHV� �0LVKNLQ���������$OWKRXJK�EDQN

EDODQFH�VKHHWV�FHUWDLQO\�GHWHULRUDWH�ZLWK�DQ�LQFUHDVH�LQ�WKH�QXPEHU�RI

QRQ�SHUIRUPLQJ� ORDQV�� WKHLU� YDOXH� FDQ� DOVR� VXEVLGH�ZKHQ� WKH� UDWH� RI

UHWXUQ� WKH\�UHFHLYH�RQ�DVVHWV� LV� OHVV� WKDQ� WKH�FRUUHVSRQGLQJ� UDWH� WKH\

SD\�RQ�OLDELOLWLHV��:KHQ�VKRUW�WHUP�UDWHV�LQFUHDVH��EDQNV�QHHG�WR�SD\

WKHLU�KLJKHU� LQWHUHVW� UDWHV� RQ� WKHLU� OLDELOLWLHV�� L�H��� WR� WKHLU� GHSRVLWRUV�

0RUHRYHU�� VLQFH� EDQN� DVVHWV� PDLQO\� FRQVLVW� RI� ORDQV� RI� ORQJHU

PDWXULW\� DW� IL[HG� LQWHUHVW� UDWHV�� WKH\� GR� QRW� QHFHVVDULO\� UHFHLYH� WKH

FRUUHVSRQGLQJ�KLJKHU�UDWHV�RI�UHWXUQ��7KH�WLPH�QHHGHG�IRU�EDQNV�WR�UH�

DGMXVW�WKH�DVVHWV�LQ�WKHLU�SRUWIROLR�FDQ�FDXVH�VRPH�GHOD\�DQG�FXW� LQWR

EDQN� SURILWDELOLW\�� HYHQ� OHDGLQJ� WR� SRVVLEOH� ORVVHV�� 7KHVH� ORVVHV� DUH

IXUWKHU� FRPSRXQGHG�ZKHQ� WKHUH� LV� DQ� LQFUHDVH� LQ� UHDO� LQWHUHVW� UDWHV�

6RPH�ERUURZHUV�DUH�QRW�DEOH�WR�VXVWDLQ�WKH�QHZ�UDWHV��DQG�DUH�WR�VRPH
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H[WHQW�IRUFHG�WR�VXUUHQGHU�WKHLU�ORDQV�IXUWKHU�GDPDJLQJ�WKH�DVVHW�VLGH

RI�WKH�EDODQFH�VKHHW��%DQNV�DQWLFLSDWH�OLPLWHG�H[SRVXUH�WR�LQWHUHVW�UDWH

ULVN� VLQFH� WKH� EXVLQHVV� RI� ILQDQFLDO�LQWHUPHGLDWLRQ� LQ� LWVHOI� W\SLFDOO\

LQYROYHV� SURGXFWV� ZLWK� GLIIHUHQW� PDWXULWLHV�� +RZHYHU�� D� VXGGHQ

LQFUHDVH� EH\RQG� UDWLRQDO� H[SHFWDWLRQV� FDQ� FDXVH� VHYHUH� GDPDJH� WR

EDQN�EDODQFH�VKHHWV�DQG�VHULRXVO\�WKUHDWHQ�WKH�ZKROH�EDQNLQJ�V\VWHP�

)LQDQFLDO� OLEHUDOLVDWLRQ� KDV� DOVR� EHHQ� NQRZQ� WR� FDXVH� DQ�LOOLTXLGLW\

FULVLV� LQ� GRPHVWLF� EDQNV�� &KDQJ� DQG�9HODVFR� KDYH� IRXQG� WKDW� VXFK

LOOLTXLGLW\� LV� DOPRVW� DOZD\V� URRWHG� LQ� D� SUHYLRXV� ERXW� RI� ILQDQFLDO

OLEHUDOLVDWLRQ� PHDVXUHV� ZKLFK� DFFHQWXDWH� WKH� PDWXULW\� PLVPDWFK

EHWZHHQ� LQWHUQDWLRQDO� DVVHWV� DQG� IRUHLJQ� OLDELOLWLHV� �&KDQJ� DQG

9HODVFR��������� ,Q�DGGLWLRQ��FDSLWDO� IORZV� IURP�DEURDG�FDXVHG�E\�DQ

RSHQLQJ� RI� WKH� FDSLWDO� DFFRXQW� DQG�RU� IDOOV� LQ� ZRUOG� LQWHUHVW� UDWHV

PDJQLI\�WKH�SUREOHP�E\�PDNLQJ�DYDLODEOH�ODUJH�DPRXQWV�RI�UHVRXUFHV

ZKLFK� FDQ�EH�LQWHUPHGLDWHG� E\�GRPHVWLF� EDQNV��7KHVH� SUREOHPV� DUH

RQO\�ZRUVHQHG�ZKHQ�WKHVH�IRUHLJQ�ORDQV�DUH�VKRUW�LQ�PDWXULW\�DV�WKH\

ZHUH� LQ� WKH� ODWWHU� VWDJHV� RI� WKH� $VLDQ� FULVLV�� $Q\� LQFUHDVH� LQ� WKH

QXPEHU� RI� WKHVH� IRUHLJQ� ORDQV� RQO\� H[DFHUEDWHV� WKH� YXOQHUDELOLW\� RI

GRPHVWLF�EDQNV�VR�WKDW�D�FUHGLWRU¶V�SDQLF��WKDW�LV�D�FUHGLWRU¶V�UHIXVDO�WR

UROO� RYHU� WKHVH�VKRUW� WHUP� ORDQV�� FDQ� WXUQ� LQWR� D� VHOI�IXOILOOLQJ� EDQN

UXQ�� ,Q� FRXQWULHV�ZLWK� IL[HG� H[FKDQJH� UDWHV�� VXFK� EDQNLQJ� SUREOHPV

PD\�DULVH�E\�VSHFXODWLYH�DWWDFNV�DJDLQVW�WKH�FXUUHQF\��,I�D�GHYDOXDWLRQ

LV� H[SHFWHG�� GHSRVLWRUV� VXGGHQO\� ZLWKGUDZ� WKHLU� GRPHVWLF� FXUUHQF\

GHSRVLWV� DQG� FRQYHUW� WKHP� LQWR� IRUHLJQ� FXUUHQF\� GHSRVLWV� DEURDG�

OHDYLQJ�GRPHVWLF�EDQNV�LOOLTXLG�

�����0DFURHFRQRPLF�IDFWRUV

3UHYLRXV� UHVHDUFK� KDV� GHPRQVWUDWHG� WKDW� D� ZHDN� PDFURHFRQRPLF

HQYLURQPHQW� LV� RIWHQ� DVVRFLDWHG� ZLWK� HPHUJLQJ� EDQNLQJ� FULVHV

�*RUWRQ���������/RZ�*'3�JURZWK��KLJK�LQIODWLRQ��GHSUHFLDWLRQ�RI�WKH

H[FKDQJH� UDWH�� DQG� KLJK� LQWHUHVW� UDWHV� KDYH� EHHQ� NQRZQ� WR

VLJQLILFDQWO\�LQFUHDVH�WKH�SUREDELOLW\�RI�V\VWHPLF�SUREOHPV�ZLWKLQ�WKH

EDQNLQJ� VHFWRU�� $OWKRXJK� WKHVH� PDFURHFRQRPLF� FRQGLWLRQV� SOD\� DQ

LPSRUWDQW� UROH�� VWUXFWXUDO� FKDUDFWHULVWLFV� RI� WKH� HFRQRP\� DUH� DOVR
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VLJQLILFDQW�� 7KHVH� FKDUDFWHULVWLFV� DUH� HVSHFLDOO\�PHDQLQJIXO� VLQFH� DOO

RI� WKH� FRXQWULHV� EHLQJ� FRQVLGHUHG� KDG� RQO\� UHFHQWO\� XQGHUWDNHQ

ILQDQFLDO� OLEHUDOLVDWLRQ� SURJUDPPHV�� 8QGHU� WKHVH� FRQGLWLRQV�� WKH

YXOQHUDELOLW\�RI�WKH�V\VWHP�WR�VXGGHQ�FDSLWDO�RXWIORZV�LV�DQ�LPSRUWDQW

LQGLFDWRU� RI� ILQDQFLDO� VHFWRU� IUDJLOLW\� �&DOYR�� ������� 7KH� KLJK� UHDO

LQWHUHVW�UDWHV�LV�D�JRRG�SUR[\�WR�H[DPLQH�WKH�H[WHQW�WR�ZKLFK�ILQDQFLDO

OLEHUDOLVDWLRQ� KDV� SURJUHVVHG� LQ� FHUWDLQ� FRXQWULHV� �*DOELV�� ������

%DQNLQJ�VHFWRU�SUREOHPV�PD\�EH�WKH�UHVXOW�RI�D�FRXQWU\¶V�VXFFHVV� LQ

EDODQFLQJ� RWKHU� DVSHFWV� RI� WKH� HFRQRP\�� H�J��� WDPLQJ� KLJK� OHYHOV� RI

FKURQLF� LQIODWLRQ�� $Q� LQIODWLRQDU\� HQYLURQPHQW� KDV� EHHQ� NQRZQ� WR

IRVWHU� DQ� RYHUEORZQ� ILQDQFLDO� VHFWRU�� VLQFH� EDQNV� DUH� DEOH� WR� SURILW

IURP�WKH�GLIIHUHQW�VSUHDGV�DQG�IORDW�RQ�SD\PHQWV��:KHQ�FRXQWULHV�DUH

DEOH� WR� FRQWURO� WKHVH� OHYHOV�� EDQN� UHYHQXHV� VXEVLGH� FDXVLQJ� VHULRXV

SUREOHPV�ZLWKLQ�WKH�HQWLUH�VHFWRU��(QJOLVK��������

7KH� HIIHFW� RI� PDFURHFRQRPLF� LQVWDELOLW\� RQ� EDQN� EDODQFH� VKHHWV� LV

DOVR�D�PDMRU�VRXUFH�RI�V\VWHPLF�ULVN�WR�WKH�EDQNLQJ�VHFWRU��$Q�LQFUHDVH

LQ� WKH� QXPEHU� RI� QRQ�SHUIRUPLQJ� ORDQV� LV� GHYDVWDWLQJ� DQG� FDQ� EH

SUHFLSLWDWHG� E\� D� QXPEHU� RI� IDFWRUV�� LQFOXGLQJ� DQ� LQFUHDVH� LQ� VKRUW

WHUP� LQWHUHVW� UDWHV�� DQ� LQFUHDVH� LQ� UHDO� LQWHUHVW� UDWHV�� DQG� D� VXGGHQ

GHYDOXDWLRQ� LQ� WKH� SUHVHQFH� RI� D� PLVPDWFK� LQ� IRUHLJQ� FXUUHQF\

ERUURZLQJ� �OLDELOLWLHV�� DQG� ORFDO� FXUUHQF\� OHQGLQJ� �DVVHWV��� $Q

XQIRUHVHHQ� GRPHVWLF� FXUUHQF\� GHSUHFLDWLRQ� UHGXFHV� WKH� YDOXH� RI� WKH

ORDQV� RZHG� WR� EDQNV�� WKUHDWHQLQJ� WKHLU� SURILWDELOLW\�� 6RPH� FRXQWULHV

KDYH�WULHG�WR�OLPLW�EDQNV¶�OHYHO�RI�H[SRVXUH�WR�VXFK�IRUHLJQ�H[FKDQJH

ULVN��EXW�PDQ\�EDQNV�FLUFXPYHQW�WKH�UHJXODWLRQV�E\�OHQGLQJ�GLUHFWO\�LQ

IRUHLJQ�FXUUHQF\��$OWKRXJK�VXFK� WUDQVIHU�RI� IRUHLJQ�H[FKDQJH�ULVN� WR

WKH� ERUURZHU� PLJKW� SRVWSRQH� WKH� LQHYLWDEOH� ORVVHV�� WKH� FXUUHQF\

GHSUHFLDWLRQ�VWLOO�WKUHDWHQV�WKH�EDQNV¶�EDODQFH�VKHHWV�ZKHQ�ERUURZHUV

DUH�XQDEOH�WR�UHSD\��WKXV�LQFUHDVLQJ�WKHLU�QRQ�SHUIRUPLQJ�ORDQV�

�����,QVWLWXWLRQDO�IDFWRUV

$� NH\� FKDUDFWHULVWLF� RI� ILQDQFLDO� OLEHUDOLVDWLRQ� SURJUDPPHV� LV� WR

UHGXFH� JRYHUQPHQW� LQWHUYHQWLRQ� LQ� OHQGLQJ� DQG� ERUURZLQJ� DFWLYLWLHV�

$OWKRXJK� WLJKW� FRQWURO� KDV� RIWHQ� PHDQW� WKDW� PDQ\� SRWHQWLDOO\
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SURGXFWLYH� ORDQV�ZHUH� GHHPHG� WRR� ULVN\� E\� WKH� DXWKRULWLHV� DQG� WKXV

LJQRUHG�� WKHUH� ZHUH� VRPH� DGYDQWDJHV�� H�J��� IHZHU� PRUDO� KD]DUG

SUREOHPV��*LYHQ� WKH�KHDY\� LQIOXHQFH�RI�JRYHUQPHQW� LQWHUYHQWLRQV� LQ

EDQN� RSHUDWLRQV�� LW� ZDV� DOPRVW� DVVXPHG� WKDW� WKH� JRYHUQPHQW� ZRXOG

VXSSRUW� DQG� LQVXUH� EDQN� GHSRVLWV�� +RZHYHU�� DIWHU� ILQDQFLDO

OLEHUDOLVDWLRQ��LI�GHSRVLWV�DUH�QRW�LQVXUHG��WKH�VOLJKWHVW�GHWHULRUDWLRQ�LQ

WKH�TXDOLW\�RI�D�EDQN¶V�DVVHWV�PLJKW�WULJJHU�D�SDQLF�DV�GHSRVLWRUV�EHJLQ

WR� ZLWKGUDZ� EHIRUH� WKH� EDQN� GHFODUHV� EDQNUXSWF\�� 6XFK� SDQLF� UXQV

FUHDWH� LOOLTXLGLW\� DQG� DFFHOHUDWH� WKH� RQVHW� RI� EDQN� LQVROYHQF\�� ,Q� D

VLWXDWLRQ�RI�LQFRPSOHWH�LQIRUPDWLRQ��LW�LV�QRW�ORQJ�EHIRUH�GHSRVLWRUV�DW

RWKHU�EDQNV�VXVSHFW�VLPLODU�ULVNV�DQG�EHJLQ�WKHLU�ZLWKGUDZDO�� OHDGLQJ

WR�D�V\VWHPLF�SDQLF��7KHUHIRUH��GHSRVLW� LQVXUDQFH�SOD\V�DQ� LPSRUWDQW

UROH� WR� DOOD\� VXFK� IHDUV� DQG� SUHYHQW� FRQWDJLRQ� DPRQJ� WKH� EDQNLQJ

VHFWRU�

7KHUH� LV� D�FRPPRQ�EHOLHI� WKDW� DV� VRRQ�DV�SULYDWH�EDQNV�DUH� UHOHDVHG

IURP� WLJKW� JRYHUQPHQW� FRQWURO�� WKH\� SXUVXH� XQQHFHVVDULO\� ULVN\

SURMHFWV� H[� DQWH� ZLWK� WKH� NQRZOHGJH� WKDW� LQVXUDQFH� VFKHPHV� ZLOO

SUHYHQW� WKHP� IURP� IDLOLQJ�� IXUWKHUPRUH�� LQ� WKH� FDVH� RI� IDLOXUH�� LW� LV

DVVXPHG�WKDW�WKH�LQVXUDQFH�DJHQW�ZLOO�FRPSHQVDWH�GHSRVLWRUV�IRU�WKHLU

ORVVHV�� +RZHYHU�� LQ� PRVW� FDVHV�� OLEHUDOLVDWLRQ� LPSOLHV� WKDW� EDQNV

SXUFKDVH�WKHLU�RZQ�LQVXUDQFH�SROLFLHV�ZLWK� WKH�JRYHUQPHQW�DFWLQJ�DV

DQ�LPSOLFLW�JXDUDQWRU��,I�WKH�LQVXUDQFH�SUHPLD�SDLG�E\�WKH�EDQNV�GR�QRW

IXOO\�UHIOHFW�WKH�OHYHO�RI�ULVN�EDQNV�XQGHUWDNH�LQ�WKHLU�SRUWIROLRV��PRUDO

KD]DUG�SUREOHPV�DULVH��,Q�VRPH�ZD\V�WKH�JRYHUQPHQW�FUHDWHV�VHULRXV

LQFHQWLYHV� IRU� WDNLQJ� RQ� H[FHVVLYH� ULVN� DQG� HYHQ� VXEVLGLVHV� VXFK

EHKDYLRXU�WKURXJK�LPSOLFLW�JXDUDQWHHV��&RQVHTXHQWO\��D�ZHOO�GHVLJQHG

DQG� HIIHFWLYH� V\VWHP� RI� SUXGHQWLDO� UHJXODWLRQ� DQG� VXSHUYLVLRQ� PXVW

DFFRPSDQ\� ILQDQFLDO� OLEHUDOLVDWLRQ�� 2WKHUZLVH�� EDQNV� SDUWDNH� LQ

H[FHVVLYH� ULVNV� DQG� EDQNLQJ� FULVHV� RFFXU� DV� D� UHVXOW� RI� WKH� PRUDO

KD]DUG�SUREOHP�
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���5HVHDUFK�0HWKRGRORJ\�DQG�'DWD

�����&KRLFH�RI�YDULDEOHV

7KH�FKRLFH�RI�PDFURHFRQRPLF��ILQDQFLDO��DQG�LQVWLWXWLRQDO�H[SODQDWRU\

YDULDEOHV�ZDV�EDVHG�RQ�WKH�WKHRU\�XQGHUO\LQJ�SUHYLRXV�H[SODQDWLRQV�DV

ZHOO� DV�GDWD� DYDLODELOLW\��)RU� WKH� ILQDQFLDO� HIIHFWV� WKH� UDWLR�RI�0�� WR

IRUHLJQ�H[FKDQJH�UHVHUYHV��WKH�UDWLR�RI�EDQN�FDVK�DQG�UHVHUYHV�WR�EDQN

DVVHWV��DQG�ODJJHG�YDULDWLRQV�RI�FUHGLW�WR�*'3�UDWLRV��7KH�0��)25(;

YDULDEOH� WHVWV� WKH� VHQVLWLYLW\� RI� WKH� SUREDELOLW\� RI� EDQNLQJ� FULVHV� WR

VXGGHQ� FDSLWDO� RXWIORZV� FDXVHG� E\� VXGGHQ� H[FKDQJH� UDWH� YDULDWLRQV�

7KLV�UDWLR�LV�NQRZQ�DV�D�JRRG�SUHGLFWRU�RI�D�FRXQWU\¶V�YXOQHUDELOLW\�WR

EDODQFH� RI� SD\PHQW� FULVHV� �&DOYR�� ������� 7KH� &$6+�$66(76

YDULDEOH�LV�D�OLTXLGLW\�PHDVXUH�DQG�WKH�&5('W�Q�YDULDEOH�PHDVXUHV�WKH

H[WHQW�WR�ZKLFK�ILQDQFLDO�OLEHUDOLVDWLRQ�KDV�SURJUHVVHG�LQ�HDFK�FRXQWU\�

)URP�WKH�SUHYLRXV�H[SODQDWLRQ��LW�ZRXOG�VHHP�WKDW�XQGHU�D�OLEHUDOLVHG

HQYLURQPHQW�JURZWK�LQ�FUHGLW�WR�WKH�SULYDWH�VHFWRU�PLJKW�EH�ILQDQFLQJ

H[FHVVLYHO\� ULVN\� ORDQV�
�
)RU� PDFURHFRQRPLF� HIIHFWV�� WKH� UDWH� RI

JURZWK�RI�UHDO�*'3��*52��� WKH�UHDO� LQWHUHVW�UDWH��5,17��� WKH�UDWH�RI

LQIODWLRQ��,1)���DQG�WKH�UDWH�RI�FKDQJH�RI�WKH�H[FKDQJH�UDWH��'(3��DUH

LQFOXGHG�� IRU� UHDVRQV� PHQWLRQHG� EHIRUH�� $OWKRXJK� HDFK� RI� WKHVH

PDFURHFRQRPLF� YDULDEOHV� LQGLFDWHV� WKH� H[WHQW� RI� WKH� OLEHUDOLVDWLRQ

SURFHVV�� WKLV� DQDO\VLV� FRQFHQWUDWHV� RQ� WKHLU� HIIHFWV� RQ� EDQN� EDODQFH

VKHHWV�� )LQDOO\�� WKH� LQVWLWXWLRQDO� HIIHFWV� DUH� PHDVXUHG� E\� XVLQJ� D

GXPP\� YDULDEOH� WR� LQGLFDWH� WKH� H[LVWHQFH� RI� D� GHSRVLW� LQVXUDQFH

VFKHPH��,16���)XUWKHUPRUH��WR�H[DPLQH�WKH�H[WHQW�WR�ZKLFK�SUXGHQWLDO

VXSHUYLVRU\�PHDVXUHV� H[LVW�ZLWKLQ� DSSURSULDWH� UHJXODWRU\� LQVWLWXWLRQV

LQ�HDFK�FRXQWU\��*'3�SHU�FDSLWD� LV�XVHG�DV�D�FRQWURO�YDULDEOH�� ,W�KDV

EHHQ� VXJJHVWHG� WKDW� KLJKHU� *'3� SHU� FDSLWD� UDWLRV� LQGLFDWH� PRUH

HIIHFWLYH�JRYHUQDQFH�DQG�IHZHU�PRUDO�KD]DUG�SUREOHPV��$JDLQ��UDWKHU

WKDQ�VLPSO\�FRQVLGHULQJ�WKH�LQGLYLGXDO�HIIHFWV�RI�HDFK�RI�WKH�YDULDEOHV

E\�WKHPVHOYHV��WKH�IRFXV�RI�WKLV�DQDO\VLV�LV�WR�H[DPLQH�ZKHWKHU�WKHUH

DUH�GLIIHUHQW�UHDFWLRQV�RI�KLJK�DQG�ORZ�FDSLWDO�DGHTXDF\�EDQNV�ZLWKLQ

YDU\LQJ� ILQDQFLDO�� PDFURHFRQRPLF�� DQG� LQVWLWXWLRQDO� HQYLURQPHQWV

GXULQJ�WKH�FULVLV�
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7KH� EDQNLQJ� FULVLV� GHSHQGHQW� GXPP\� YDULDEOH� ZDV� FRQVWUXFWHG� E\

XVLQJ�GHILQLWLRQV�VXJJHVWHG�LQ�VHYHUDO�VWXGLHV��&DSULR�DQG�.OLQJHELHO�

������ .DPLQVN\� DQG� 5HLQKDUW�� ������ 'HPLUJXF�.XQW� DQG

'HWUDJLDFKH�� ������� 7KHVH� VWXGLHV� SOD\HG� DQ� LPSRUWDQW� UROH� LQ

GLIIHUHQWLDWLQJ�EHWZHHQ�SHULRGV�RI� ILQDQFLDO�GLVWUHVV�DQG�WKRVH�ZKLFK

FRXOG�EH�FODVVLILHG�DV�FULVHV��,W�ZDV�LPSRUWDQW� WR�GLVWLQJXLVK�EHWZHHQ

GLIIHUHQW�HSLVRGHV�RI�EDQNLQJ�VHFWRU�IUDJLOLW\�LQ�HDFK�RI� WKH�FRXQWULHV

WR�SURSHUO\�DFFRXQW�IRU�WKH�EHKDYLRU�RI�WKH�LQGLYLGXDO�EDQNV�GXULQJ�D

FULVLV�
�
�8VLQJ�WKHVH�JXLGHOLQHV��VHYHUDO�EDQNV�LQ�HDFK�RI�WKH�FRXQWULHV

VXIIHUHG� IURP�VHYHUH�FULVHV� LQ�������.RUHD��7KDLODQG�� DQG� ,QGRQHVLD

ZLWQHVVHG� D� VXEVWDQWLDO� GHWHULRUDWLRQ� LQ� WKH� TXDOLW\� RI� WKHLU� EDQN

SRUWIROLR�� (VWLPDWHV� RI� QRQ�SHUIRUPLQJ� EDQN� ORDQV� ZHUH� DURXQG� ���

����RI�RXWVWDQGLQJ�ORDQV�LQ�,QGRQHVLD�DQG�EHWZHHQ��������LQ�.RUHD

DQG�7KDLODQG��:RUOG�%DQN���������7KH�,QGRQHVLDQ�DXWKRULWLHV�LQLWLDOO\

FORVHG� GRZQ� ��� EDQNV� LQ� ����� DQG� D� IXUWKHU� ��� LQ� ����� DIWHU� WKH

HVWDEOLVKPHQW� RI� WKH� ,QGRQHVLDQ� %DQN� 5HVWUXFWXULQJ� $JHQF\�� .RUHD

ZDV� IRUFHG� WR�FORVH����RXW�RI����PHUFKDQW�EDQNV�DQG� WR� VXSSRUW� WKH

RSHUDWLRQV� RI� RWKHUV� WKURXJK� ODUJH� FDSLWDO� LQMHFWLRQV� DQG� YROXQWDU\

DJUHHPHQWV�IRU�UHFDSLWDOLVDWLRQ��7KDLODQG�FORVHG����ILQDQFH�FRPSDQLHV

LQ� ����� DQG� VXVWDLQHG� WKH� VXUYLYDO� RI� RWKHUV� E\� FRQYHUWLQJ� FHQWUDO

EDQN�ORDQV�LQWR�HTXLW\�

�����6WDWLVWLFDO�PRGHO

,Q�WKLV�VWXG\��WKH�ORJLW�UHJUHVVLRQ�WHFKQLTXH�ZLOO�EH�XVHG�WR�DQDO\VH�WKH

FKRLFH�SUREDELOLWLHV��/R� �������KDV� DOUHDG\� LQGLFDWHG� WKH� DGYDQWDJHV

LQ�DSSO\LQJ�WKLV�W\SH�RI�PRGHO�WR�PXOWLSOH�GLVFULPLQDQW�DQDO\VLV��7KH

ORJLW�PRGHO�KDV�WKH�IRUP�
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7KH�ORJLW�PRGHO�LV�D�QRQ�OLQHDU�PRGHO��(VWLPDWLRQ�RI�E�FDQ�EH�FDUULHG

RXW�E\� WKH�PHWKRG�RI�QRQ�OLQHDU�PD[LPXP� OLNHOLKRRG�PHWKRGV��7KLV

PRGHO�ZLOO�EH�XVHG�EHFDXVH�LW�SRVVHVVHV�D�QXPEHU�RI�DGYDQWDJHV�RYHU

WKH� OLQHDU� UHJUHVVLRQ� PRGHO�� )LUVW�� LW� LV� ZHOO� NQRZQ� WKDW� WKH� OLQHDU

UHJUHVVLRQ�PRGHO��LI�DSSOLHG�WR�D�GLFKRWRPRXV�GHSHQGHQW�YDULDEOH��ZLOO

VXIIHU� IURP� KHWHURVFHGDVWLFLW\� ZKHUHDV� WKH� ORJLW� PRGHO� ZLOO� QRW�

6HFRQG��H[WUDSRODWLRQ�RI�WKH�OLQHDU�IXQFWLRQ�ZRXOG�\LHOG�SUREDELOLWLHV

RXWVLGH�WKH�������UDQJH��+RZHYHU��WKH�ORJLVWLF�FXUYH�LV�ERXQGHG�E\�WKH

YDOXHV���DQG����7KLUG��WKH�ORJLW�PRGHO�LV�FRQVLVWHQW�ZLWK�UDQGRP�XWLOLW\

PD[LPLVDWLRQ�DV�VKRZQ�E\�0FIDGGHQ���������2Q�ERWK�VWDWLVWLFDO�DQG

WKHRUHWLFDO�JURXQGV��WKH�ORJLW�PRGHO�LV�SUHIHUUHG�KHUH��$QRWKHU�IHDWXUH

RI�WKH�ORJLW�PRGHO�LV�WKH�RGGV�UDWLR�ZKLFK�LV�D�UDWLR�RI�WKH�SUREDELOLW\

RI� WKH� HYHQW� RFFXUULQJ�� L�H��� EDQNLQJ� FULVLV�� WR� WKH� SUREDELOLW\� WKDW� LW

ZLOO� QRW� RFFXU�� 7KLV� H[SRQHQWLDO� UHODWLRQVKLS� SURYLGHV� DQ

LQWHUSUHWDWLRQ�IRU�E��WKH�RGGV�LQFUHDVH�PXOWLSOLFDWLYHO\�E\�HE�IRU�HYHU\
VLQJOH� XQLW� LQFUHDVH� LQ� [�� 7R� VXPPDULVH�� WKH� FRHIILFLHQWV� JLYH� WKH

FKDQJH�LQ�WKH�ORJ�RI�WKH�RGGV�UDWLR�RI�D�EDQNLQJ�FULVLV�SHU�XQLW�LQFUHDVH

LQ� WKH� UHVSHFWLYH� PDFURHFRQRPLF�� LQVWLWXWLRQDO�� DQG� ILQDQFLDO

YDULDEOHV�� 7DNLQJ� WKH� DQWLORJ� RI� WKLV� FRHIILFLHQW� SURYLGHV� WKH

SHUFHQWDJH�FKDQJH�LQ�WKH�RGGV�SHU�XQLW�LQFUHDVH��+RZHYHU��WR�FDOFXODWH

WKH�SUREDELOLW\�RI�D�EDQNLQJ�FULVLV�LWVHOI�SHU�XQLW�FKDQJH�LQ�DQ\�VLQJOH

YDULDEOH��WKH�IROORZLQJ�HTXDWLRQ�LV�XVHG�
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*UHDWHU�XVH�RI�WKH�RGGV�UDWLR�ZLOO�EH�PDGH�ODWHU�DV�LW�ZLOO�KHOS�WR�VKRZ

WKH�PDUJLQDO�LQFUHDVHV�LQ�WKH�SUREDELOLW\�RI�EDQNUXSWF\�DV�WKH�GLIIHUHQW

YDULDEOHV�LQFUHDVH�DQG�GHFUHDVH�

�����'DWD

7KH� EDQNV� LQFOXGHG� LQ� WKLV� VDPSOH� DUH� IURP� 7KDLODQG�� .RUHD�� DQG

,QGRQHVLD��7KH�SHULRG�XQGHU�H[DPLQDWLRQ�LV���������DQG�GDWD�VRXUFHV

LQFOXGHG� WKH�,QWHUQDWLRQDO�)LQDQFLDO� 6WDWLVWLFV��%,6�$QQXDO�5HSRUWV�

DQG� YDULRXV� FHQWUDO� EDQNV� UHSRUWV�� 7KHVH� LQFOXGHG� ��� ,QGRQHVLDQ
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EDQNV� IURP�����.RUHDQ�EDQNV�� DQG����EDQNV� DQG� ILQDQFH� FRPSDQLHV

IURP� 7KDLODQG�� $V� D� JHQHUDO� UXOH� IRU� WKH� IROORZLQJ� DQDO\VLV�� WKHUH

QHHGV� WR� EH� VRPH� V\VWHP� ZKLFK� FDQ� GLVWLQJXLVK� EHWZHHQ� EDQNV� LQ

WHUPV� RI� TXDOLW\��%RWK� FDSLWDO� DGHTXDF\� UDWLRV� DQG� WKH� UDWLR� RI� QRQ�

SHUIRUPLQJ�ORDQV�WR�WRWDO�ORDQV�KDYH�EHHQ�XVHG�WR�UHIOHFW�WKH�SRUWIROLR

TXDOLW\��WKLV�VWXG\�ZLOO�UHO\�SULPDULO\�RQ�FDSLWDO�DGHTXDF\��5HODWLYHO\

KLJKHU�TXDOLW\�SRUWIROLRV�ZHUH�GHILQHG�DV�WKRVH�ZLWK�JUHDWHU�WKDQ�PHDQ

FDSLWDO� DGHTXDF\� UDWLRV� LQ� HDFK� FRXQWU\�� 7DEOH� �� VKRZV� WKH� DYHUDJH

FDSLWDO�DGHTXDF\��&$��UDWLR�IRU�DOO�EDQNV�XVHG�LQ�HDFK�FRXQWU\�VDPSOH�

DV�ZHOO� DV� WKH� GLVWULEXWLRQ� RI� WKHVH� EDQNV� EDVHG� RQ� WKHLU� &$� UDWLRV�

(PSOR\LQJ�WKLV�GLYLVLRQ�VKRZV�ZKHWKHU�RU�QRW�EDQNV�ZLWK�ORZ�FDSLWDO

DGHTXDF\��/RZ�&$��DQG�KLJK�FDSLWDO�DGHTXDF\�UDWLRV��+LJK�&$��ZHUH

VXVFHSWLEOH�WR�WKHLU�H[SHFWHG�ZHDNQHVVHV������������DQG�����RI�WKH

EDQNV�ZHUH�FODVVLILHG�DV�/RZ�&$�LQ�7KDLODQG��.RUHD��DQG� ,QGRQHVLD

UHVSHFWLYHO\��7KH�K\SRWKHVLV�IRU�WKH�SUHVHQW�PRGHO�LPSOLHV�WKDW�EDQNV

ZLWK� KLJKHU� FDSLWDO� DGHTXDF\� UDWLRV� DUH� OHVV� SURQH� WR� QHJDWLYH

PDFURHFRQRPLF��ILQDQFLDO��DQG�LQVWLWXWLRQDO�VKRFNV��7KHLU� ORZHU�UDWLR

FRXQWHUSDUWV�VKRXOG�EH�PRUH�OLNHO\�WR�VXIIHU�IURP�WKH�QHJDWLYH�HIIHFWV

RI� WKHVH�YDULDEOHV�� WKXV�FRQWULEXWLQJ� WR� WKH� IDVWHU� UDWH� DW�ZKLFK� WKHVH

EDQNV�UHDFK�D�FULVLV�OHYHO�

,W� LV� DOVR� LPSRUWDQW� IRU� FRPSDUDWLYH�SXUSRVHV� WR� DFFRXQW� IRU� FRXQWU\

IL[HG�HIIHFWV�VR�DV�QRW�WR�RYHUHVWLPDWH�RU�XQGHUHVWLPDWH�WKH�PDJQLWXGH

RI� FHUWDLQ� VRYHUHLJQ� FKDUDFWHULVWLFV�� VLQFH� HDFK� FRXQWU\¶V� EDQNLQJ

VHFWRU� KDV� XQLTXH� DWWULEXWHV�� )XUWKHUPRUH�� VXFK� HIIHFWV� DUH� RIWHQ

LQFOXGHG�WR�DOORZ�IRU� WKH�SRVVLELOLW\� WKDW� WKH�GHSHQGHQW�YDULDEOH�PD\

FKDQJH� FURVV�FRXQWU\� LQGHSHQGHQWO\� RI� WKH� H[SODQDWRU\� YDULDEOHV

LQFOXGHG� LQ� WKH� ORJLVWLF� UHJUHVVLRQ�� +RZHYHU�� LQ�ORJLW� HVWLPDWLRQV

LQFOXGLQJ� FRXQWU\� IL[HG� HIIHFWV� ZRXOG� UHTXLUH� WKH� H[FOXVLRQ� RI� DQ\

EDQNV� ZKLFK� GLG� QRW� VXIIHU� D� FULVLV�� ,Q� WKLV� SDUWLFXODU� VDPSOH�� WKLV

ZRXOG� LPSO\� RPLWWLQJ� D� FRQVLGHUDEOH� DPRXQW� RI� DOUHDG\� OLPLWHG

LQIRUPDWLRQ� DQG� WR� DYRLG� VXFK� VDPSOH� ELDVHV�� WKH� HQWLUH� VDPSOH� LV

H[DPLQHG�DOEHLW�ZLWKRXW�IL[HG�HIIHFWV�
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���5HVXOWV

7KH� ILQDO�PRGHO� LQFOXGHG�QLQH�YDULDEOHV� DV�GHVFULEHG� HDUOLHU�� UDWH� RI

*'3�JURZWK��*52���WKH�UHDO�LQWHUHVW�UDWH��5,17���WKH�UDWH�RI�LQIODWLRQ

�,1)���WKH�UDWH�RI�FKDQJH�RI�WKH�H[FKDQJH�UDWH��'(3���WKH�UDWLR�RI�0�

WR�IRUHLJQ�H[FKDQJH�UHVHUYHV��0��)25(;���WKH�UDWLR�RI�EDQN�FDVK�DQG

UHVHUYHV�WR�EDQN�DVVHWV� �&$6+�$66(76��� ODJJHG�YDULDWLRQV�RI�FUHGLW

WR�*'3�UDWLRV��&5('W�Q���D�GXPP\�YDULDEOH�WR�LQGLFDWH�WKH�H[LVWHQFH

RI�D�GHSRVLW�LQVXUDQFH�VFKHPH��,16���DQG�*'3�SHU�FDSLWD�DV�D�FRQWURO

YDULDEOH� �*'3�&$3��� 7KH� FRHIILFLHQWV� DQG�W�VWDWLVWLFV� DUH� VKRZQ� LQ

7DEOH� ��� 7DEOHV� ��� ��� DQG� �� WKHQ� VKRZ� WKH� UHVXOWV� RI� WKH� VSHFLILF

FRXQWULHV�XQGHU�FRQVLGHUDWLRQ��%DQNV�ZKLFK�VXIIHUHG�D�EDQNLQJ�FULVLV

ZHUH�DVVLJQHG�D����DQG�RWKHUV�ZHUH�DVVLJQHG�D����7KHUHIRUH��D�QHJDWLYH

FRHIILFLHQW� VXJJHVWHG� WKDW� DQ� LQFUHDVH� LQ� DQ\� RI� WKH� YDULDEOHV�ZRXOG

UHGXFH� WKH� SUREDELOLW\� RI� D� FULVLV�� ZKHUHDV� D� SRVLWLYH� FRHIILFLHQW

VXJJHVWHG�WKDW�WKHUH�ZDV�D�GLUHFW�UHODWLRQVKLS�EHWZHHQ�WKH�SUREDELOLW\

RI�D�EDQNLQJ�FULVLV�DQG�DQ�LQFUHDVH�LQ�WKH�YDULDEOH�

7DEOH��� VKRZV� UHVXOWV�RI� WKH� HQWLUH� VDPSOH� IURP�DOO� WKH� FRXQWULHV� DV

GLYLGHG�LQWR�WKUHH�PDLQ�FDWHJRULHV��$OO��+LJK�&DSLWDO�$GHTXDF\��&$��

DQG�/RZ�&$��,Q�HDFK�RI�WKH�WKUHH�FDVHV�WKH�SUREDELOLW\�RI�D�EDQNLQJ

FULVLV� GHFUHDVHG� ZLWK� DQ� LQFUHDVH� LQ� *'3� JURZWK�� FRQILUPLQJ� WKH

SRVLWLYH� HIIHFWV� RI� WKH� HFRQRP\� IRU� DYRLGLQJ� V\VWHPLF� FULVHV�� 7KH

RWKHU� VLJQLILFDQW� PDFURHFRQRPLF� YDULDEOHV� LQFOXGH� WKH� UHDO� LQWHUHVW

UDWH�DQG�LQIODWLRQ��5,17��,1)���DOVR�FRQILUPLQJ�WKH�QHJDWLYH�HIIHFWV�RI

LQFUHDVHV�LQ�QRPLQDO�DQG�UHDO�LQWHUHVW�UDWHV�RQ�ERWK�WKH�TXDOLW\�RI�EDQN

SRUWIROLRV�DV�ZHOO� DV� WKH� VHFWRU�DV�D�ZKROH�� ,Q� IXUWKHU� H[DPLQLQJ� WKH

GLIIHUHQFHV� EHWZHHQ� KLJK� &$� DQG� ORZ� &$� EDQNV�� WKHUH� DUH� VRPH

XQH[SHFWHG�UHVXOWV�ZLWKLQ�WKH�PDFURHFRQRPLF�YDULDEOHV��7KH�SRVLWLYH

HIIHFWV�RI�KLJKHU�*'3�JURZWK�LQ�SUHYHQWLQJ�D�FULVLV�LV�JUHDWHU�IRU�ORZ

&$�EDQNV� WKDQ� WKHLU�KLJK�&$�FRXQWHUSDUWV�E\�DOPRVW�����SHUFHQWDJH

SRLQWV�� L�H��� ������� �� �������� 6LPLODUO\�� WKH� QHJDWLYH� HIIHFWV� RI

LQIODWLRQ� DUH� JUHDWHU� RQ� KLJK� &$� EDQNV� WKDQ� ORZ� &$� EDQNV� E\� ���

SHUFHQWDJH�SRLQWV��7KH�HDUOLHU�K\SRWKHVLV�KDG�QRW�RQO\�VXJJHVWHG�WKDW

KLJK�&$�EDQNV�RXJKW�WR�EH�PRUH�UHVLVWDQW�WR�QHJDWLYH�PDFURHFRQRPLF

VKRFNV� EXW� WKDW� WKH\� VKRXOG� DOVR� JDLQ� PRUH� IURP� LPSURYHPHQWV� LQ
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PDFURHFRQRPLF� FRQGLWLRQV� WKDQ� WKHLU� ORZ� &$� FRXQWHUSDUWV�� LQ� IDFW�

WKHVH�UHVXOWV�VXJJHVW�TXLWH�WKH�RSSRVLWH�

$V� SUHGLFWHG� IRU� WKH� ILQDQFLDO� YDULDEOHV�� H[WHUQDO� YXOQHUDELOLW\

PHDVXUHG� E\� WKH� 0��)25(;� UDWLR� VLJQLILFDQWO\� LQFUHDVHV� WKH

SUREDELOLW\� RI� D� FULVLV� LQ� DOO� WKUHH� FDWHJRULHV�� VXJJHVWLQJ� WKH� KLJK

VHQVLWLYLW\� RI� WKLV� SUREDELOLW\� WR� VXGGHQ� FDSLWDO� RXWIORZV�� 6LPLODUO\�

JURZWK�LQ�FUHGLW��&5('�W�����ZKLFK�SUR[LHV�IRU�WKH�GHJUHH�RI�ILQDQFLDO

OLEHUDOLVDWLRQ� LQ� HDFK� HFRQRP\� VLJQLILFDQWO\� LQFUHDVHV� WKH� OLNHOLKRRG

RI�D�FULVLV��VXJJHVWLQJ�WKDW�D�ERRP�LQ�SULYDWH�FUHGLW�FHUWDLQO\�SUHFHGHV

EDQNLQJ�FULVHV��)RU�ILQDQFLDO�YDULDEOHV��WKH�RQO\�VLJQLILFDQW�FRHIILFLHQW

ZKLFK�GLG�QRW�IROORZ�WKH�K\SRWKHVLV�ZDV�WKH�0��)25(;�YDOXH��7KH

QHJDWLYH� HIIHFWV� RI� D� KLJK� 0��)25(;� UDWLR� ZKLFK� LQFUHDVH� WKH

SUREDELOLW\� RI� D� FULVLV� DUH� JUHDWHU� IRU� KLJK� &$� EDQNV� WKDQ� ORZ� &$

EDQNV�E\���SHUFHQWDJH�SRLQWV�

)LQDOO\�� IRU� LQVWLWXWLRQDO� YDULDEOHV�� WKH� GHSRVLW� LQVXUDQFH� YDULDEOH

�,16��KDV�VLJQLILFDQW�SRVLWLYH�YDOXHV�LQ�DOO�WKUHH�FDWHJRULHV��7KHUHIRUH�

LW� DSSHDUV� WKDW� WKH�H[LVWHQFH�RI� DQ� H[SOLFLW� GHSRVLW� LQVXUDQFH� VFKHPH

SOD\V�D�VLJQLILFDQW�UROH�LQ�SURPRWLQJ�D�FULVLV��SRVVLEO\�WKURXJK�PRUDO

KD]DUG�� 6LPLODUO\�� QHJDWLYH� FRHIILFLHQWV� RI� WKH� *'3�&$3� YDULDEOH

ZKLFK�SUR[LHG�DV�D�FRQWURO�YDULDEOH�IRU�HIIHFWLYH�JRYHUQDQFH�PHDVXUHV

VXJJHVWV�WKDW�DQ�HQYLURQPHQW�LQ�ZKLFK�PRUH�HIIHFWLYH�VXSHUYLVLRQ�FDQ

EH� FDUULHG� RXW� LV� OHVV� OLNHO\� WR� VXIIHU� IURP� D� FULVLV�� $OWKRXJK� WKH

*'3�&$3� YDULDEOH� FRQILUPHG� RQH� SDUW� RI� WKH� K\SRWKHVLV� ZLWK� LWV

QHJDWLYH� FRHIILFLHQW�� LW� LV�� VXUSULVLQJO\�� ORZHU� IRU� ORZ�&$� WKDQ� KLJK

&$�EDQNV�ZKLFK�RXJKW�WR�JDLQ�WKH�PRVW�IURP�DQ�HIIHFWLYHO\�UHJXODWHG

ILQDQFLDO�HQYLURQPHQW��,Q�HDFK�RI�WKHVH�FDVHV��LI�KLJK�&$�EDQNV�ZHUH

LQWHQGHG�WR�EH�EHWWHU�SUHSDUHG�WR�UHVLVW�QHJDWLYH�FDSLWDO�RXWIORZ�VKRFNV

DQG� LQFUHDVHV� LQ� QRPLQDO� DQG� UHDO� LQWHUHVW� UDWHV�ZKLOH�PDNLQJ�PRUH

HIIHFWLYH� XVH� RI� D� SRVLWLYH� PDFURHFRQRPLF� DQG� VXSHUYLVRU\

HQYLURQPHQW�� WKHVH� UHVXOWV� VXJJHVW� RWKHUZLVH�� $OWKRXJK� VXFK

DQRPDORXV�UHVXOWV�DUH�QRW�WKH�FDVH�IRU�HDFK�YDULDEOH�LQ�WKH�DJJUHJDWHG

VDPSOH�� WKHLU� EHKDYLRXU� FHUWDLQO\� ZDUUDQWV� D� FORVHU� H[DPLQDWLRQ� RI

HDFK�FRXQWU\�VDPSOH�
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7DEOH���VKRZV�WKH�UHVXOWV�IURP�7KDLODQG��7R�EHJLQ��WKH�DYHUDJH�FDSLWDO

DGHTXDF\�UDWLR�IRU�WKH�VDPSOH�ZDV�����±�DOPRVW�����SHUFHQWDJH�SRLQWV

KLJKHU�WKDQ�WKH�UHTXLUHG���SHUFHQW��%DQNV�ZLWK�KLJKHU�WKDQ�����UDWLRV

ZHUH�FODVVLILHG�DV�KLJK�&$�DQG�WKH�UHPDLQLQJ�DV�ORZ�&$��5HJDUGLQJ

WKH�PDFURHFRQRPLF�YDULDEOHV�� WKH�5,17� LV� DQ� LPSRUWDQW�GHWHUPLQDQW

DV�LQGLFDWHG�E\�WKH�SRVLWLYH�DQG�VLJQLILFDQW�FRHIILFLHQWV�IRU�ERWK�W\SHV

RI�EDQNV��,Q�VRPH�ZD\V��WKH�UHDVRQV�IRU�WKH�VLJQLILFDQFH�RI�WKHVH�UHDO

LQWHUHVW�UDWHV�FDQ�EH�WUDFHG�WR�UHFHQW�OLEHUDOLVDWLRQ�SROLFLHV�XQGHUWDNHQ

E\�WKH�7KDL�JRYHUQPHQW�GXULQJ�WKH�HDUO\�����V��'XULQJ�WKLV�SHULRG��LQ

LWV�DWWHPSW�WR�DWWUDFW�IRUHLJQ�FDSLWDO��LW�DEROLVKHG�LQWHUHVW�UDWH�FHLOLQJV�

UHOD[HG�IRUHLJQ�H[FKDQJH�FRQWUROV��HDVHG�UXOHV�IRU�ILQDQFH�FRPSDQLHV�

DQG�H[SDQGHG�WKH�VFRSH�RI�SHUPLVVLEOH�FDSLWDO�PDUNHW�DFWLYLWLHV��7KH

HQWU\� RI� IRUHLJQ� EDQNV� ZLWK� WKH� HVWDEOLVKPHQW� RI� WKH� %DQJNRN

,QWHUQDWLRQDO� %DQNLQJ� )DFLOLW\� �%,%)�� LQFUHDVHG� FRPSHWLWLRQ� IRU

PDMRU� FOLHQWV� LQFOXGLQJ�01&¶V�� ZKLFK� ZHUH� DWWUDFWHG� E\� WKH� ORZHU

FRVW� RI� IXQGV� RQ� WKH� %,%)�� 6XFK� LQFUHDVHG�FRPSHWLWRQ� UHGXFHG� WKH

SURILW�PDUJLQ�RI� WKH�GRPHVWLF�EDQNV�� IRUFLQJ� WKHP�WR�HQWHU� LQWR�HYHQ

ULVNLHU� DFWLYLWLHV�� 6XEVHTXHQWO\�� WKH� ULVH� LQ� 5,17� IXUWKHU� VTXHH]HG

WKHLU� DOUHDG\� PDUJLQDOO\� SURILWDEOH� SRUWIROLRV�� 7KH� H[FKDQJH� UDWH

�'(3�� LV� DOVR� VLJQLILFDQW� DQG� SRVLWLYH� IRU� ERWK� KLJK� DQG� ORZ� &$

EDQNV��)LQDQFLDO�LQVWLWXWLRQV�LQ�7KDLODQG�KDG�ERUURZHG�KHDYLO\�DEURDG

LQ�IRUHLJQ�FXUUHQFLHV�DQG�OHQW�WR�GRPHVWLF�ERUURZHUV�LQ�ORFDO�FXUUHQF\�

ZKLFK� H[SRVHG� WKHP� WR� H[FKDQJH� UDWH� ORVVHV� VRRQ� DIWHU� WKH� 7KDL

FXUUHQF\�GHSUHFLDWHG������RI�GRPHVWLF�FUHGLW� LQ�7KDLODQG�FRPSULVHG

ORDQV�ZKLFK�KDG�EHHQ�IXQGHG�E\�IRUHLJQ�FXUUHQF\�ERUURZLQJ�E\�EDQNV

RSHUDWLQJ� RQ� WKH� %,%)� �%DQN� RI� 7KDLODQG�� ������� 7KH� WRWDO� IRUHLJQ

FXUUHQF\�OLDELOLWLHV�RI�7KDL�EDQNV�DQG�ILQDQFH�FRPSDQLHV�ZHUH�����

RI�WKHLU�IRUHLJQ�FXUUHQF\�DVVHWV�LQ�������DQG�DPRXQWHG�WR�QHDUO\����

RI� 0��� +RZHYHU�� DJDLQ� LW� DSSHDUV� WKDW� WKH� QHJDWLYH� HIIHFW� RI� WKH

H[FKDQJH�UDWH�DQG�WKH�UHDO�LQWHUHVW�UDWH�RQ�WKH�SUREDELOLW\�RI�D�FULVLV�LV

VXUSULVLQJO\�JUHDWHU�IRU�KLJK�&$�EDQNV�E\������SHUFHQWDJH�SRLQWV�DQG

����SHUFHQWDJH�SRLQWV�UHVSHFWLYHO\�

7KH� 0��)25(;� FRHIILFLHQW� LV� WKH� RQO\� VLJQLILFDQW� DQG� SRVLWLYH

ILQDQFLDO� YDULDEOH� IRU� ERWK� KLJK� DQG� ORZ� &$� EDQNV� LQ� 7KDLODQG�� ,WV

VLJQLILFDQFH� LV� HVSHFLDOO\� QRWHZRUWK\� JLYHQ� WKDW� WKH� SURSRUWLRQ� RI
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IRUHLJQ� EDQN� OHQGLQJ�LQWHUPHGLDWHG� E\� WKH� GRPHVWLF� EDQNLQJ� VHFWRU

ZDV� IDOOLQJ� LQ�7KDLODQG� GXULQJ� WKLV� SHULRG��+RZHYHU�� WKLV� GHFOLQH� LQ

WKH� VKDUH� RI� WKH� GRPHVWLF� EDQNLQJ� VHFWRU� LQ� IRUHLJQ� ERUURZLQJ� ZDV

PRUH� WKDQ� FRPSHQVDWHG� IRU� E\� WKH� LQFUHDVLQJ� LPSRUWDQFH� RI� ILQDQFH

FRPSDQLHV� ZKLFK� ZHUH� ³QRW� OLFHQVHG� WR� DFFHSW� GHSRVLWV� IURP� WKH

SXEOLF�\HW� WKH\� LVVXHG�SURPLVVRU\�QRWHV�DW� WHUPV�FRPSDUDEOH� WR� WLPH

GHSRVLWV� DW� FRPPHUFLDO� EDQNV´� �,)6�� ������� )LQDOO\�� IRU� LQVWLWXWLRQDO

YDULDEOHV�� LQVXUDQFH� �,16�� LV� VLJQLILFDQW�� 7KH� ,16� FRHIILFLHQW� LV

VLJQLILFDQW�DQG�QHJDWLYH�IRU� ORZ�&$�EDQNV�DQG�SRVLWLYH�IRU�KLJK�&$

EDQNV��$JDLQ��WKLV�RXJKW�QRW�WR�EH�WKH�FDVH�VLQFH�LW�LPSOLHV�WKDW�WKRVH

EDQNV�KROGLQJ�KLJKHU�WKDQ�DYHUDJH�&$�UDWLRV�QRW�RQO\�GR�QRW�JDLQ�DQ\

DGYDQWDJH�� EXW� DOVR� PD\� KDYH� EHHQ� SHQDOLVHG� IRU� GRLQJ� VR�� $V

SHUYHUVH� DV� WKHVH� UHVXOWV� VHHP�� 7KDLODQG¶V� WUHDWPHQW� RI� UHFHQWO\

WURXEOHG�ILQDQFH�FRPSDQLHV�GXULQJ�WKH�����V� LV�VRPHZKDW�UHYHDOLQJ�

0RUH� WKDQ�KDOI�RI� WKHVH�SRWHQWLDOO\� LQVROYHQW� ILQDQFLDO� LQVWLWXWLRQV� LQ

7KDLODQG� ZHUH� UHVFXHG� E\� WKH� )LQDQFLDO� ,QVWLWXWLRQV� 'HYHORSPHQW

)XQG�� 7KH� 7KDL� JRYHUQPHQW� DOVR� VLPXOWDQHRXVO\� HVWDEOLVKHG� WKH

3URSHUW\�/RDQ�0DQDJHPHQW�2UJDQLVDWLRQ�WR�SXUFKDVH�DQG�UH�VWUXFWXUH

QRQ�SHUIRUPLQJ� SURSHUW\� ORDQV� IURP� EDQNV�� )XUWKHUPRUH�� DQ\

LQWHUQDWLRQDO�EDQN�DUUDQJLQJ�D�V\QGLFDWHG�ORDQ�IRU�D�ILQDQFH�FRPSDQ\

ZDV�DVVXUHG�WKDW�WKH�&HQWUDO�%DQN�ZRXOG�VXSSRUW�WKH�FRPSDQ\�LQ�FDVH

RI�IXWXUH�SUREOHPV��%DQN�RI�7KDLODQG���������7KHVH�UHVFXHV�PD\�KDYH

VHQW� WKH�ZURQJ� VLJQDOV� WR� ILQDQFLDO� LQVWLWXWLRQV�� VXJJHVWLQJ� WKDW� DV� D

EDQN¶V� FRQGLWLRQ� EHFRPHV� ZRUVH�� LWV� UHVFXH� SDFNDJH� EHFRPHV� HYHQ

EHWWHU�� 6XFK� H[SHULHQFHV� PD\� KDYH� UHVXOWHG� LQ� PRUH� ILQDQFLDO

LQVWLWXWLRQV� ZLWK� ORZHU� &$� UDWLRV�� VLQFH� WKH� RSSRUWXQLW\� FRVW� RI

KROGLQJ� FDSLWDO� EHFRPHV� HYHQ� JUHDWHU� JLYHQ� WKH� KLJK� H[SHFWDWLRQ� RI

JRYHUQPHQW�UHVFXHV�

7DEOH� �� VKRZV� WKH� UHVXOWV� IURP� .RUHD� ZKHUH� WKH� DYHUDJH� FDSLWDO

DGHTXDF\�UDWLR�ZDV������PRUH� WKDQ�����SHUFHQWDJH�SRLQWV�KLJKHU� WKDQ

WKH�UHTXLUHG���SHUFHQW��8VLQJ�WKLV�DYHUDJH�WR�GLVWLQJXLVK�EHWZHHQ�ORZ

DQG� KLJK� &$� EDQNV�� WKH� IROORZLQJ� UHVXOWV� ZHUH� FDOFXODWHG�� )RU� WKH

PDFURHFRQRPLF�YDULDEOHV��WKH�VLJQLILFDQW�DQG�QHJDWLYH�FRHIILFLHQWV�IRU

*52� LQGLFDWH� WKDW� WKH� SUREDELOLW\� RI� D� FULVLV� GHFUHDVHG� ZLWK� DQ

LQFUHDVH�LQ�*'3�JURZWK�IRU�ERWK�ORZ�DQG�KLJK�&$�EDQNV��,Q�IDFW��WKH
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ODUJH�SUHGLFWHG� UDWH�RI�JURZWK�RI�*'3�PD\�KDYH�HYHQ�ZRUNHG�DV�DQ

RIIVHWWLQJ� IDFWRU� DJDLQVW� WKH� SUREDELOLW\� RI� D� FULVLV�� KHQFH� JLYLQJ� WKH

FRHIILFLHQW� LWV� QHJDWLYH� VLJQ�� 7KH� RWKHU� VLJQLILFDQW� PDFURHFRQRPLF

YDULDEOH�LV�5,17�ZKRVH�SRVLWLYH�FRHIILFLHQW�LQGLFDWHV�WKDW�LW�LQFUHDVHG

WKH� SUREDELOLW\� RI� D� FULVLV�� 6LPLODU� WR� RWKHU� FRXQWULHV�� WKH� LPSRUWDQW

UROH� RI� UHDO� LQWHUHVW� UDWHV� IRU� .RUHD� FDQ� EH� WUDFHG� WR� SDUWV� RI� LWV

OLEHUDOLVDWLRQ� SURJUDPPH�� .RUHD� XQGHUWRRN� GHUHJXODWLRQ� RI� LWV

ILQDQFLDO� VHFWRU� LQ� ����� DQG� HOLPLQDWHG� PDQ\� LQWHUHVW� UDWH� FRQWUROV�

UHPRYHG� UHVWULFWLRQV� RQ� FRUSRUDWH� GHEW� ILQDQFLQJ�� DQG� DOORZHG

LQFUHDVHG�FRPSHWLWLRQ�LQ�ILQDQFLDO�VHUYLFHV��:RUOG�%DQN���������6XFK

OLEHUDOLVDWLRQ�DOVR�DOORZHG�PDQ\�.RUHDQ�ILQDQFH�FRPSDQLHV�WR�FRQYHUW

WR� PHUFKDQW� EDQNV� DQG� WR� HQJDJH� LQ� IRUHLJQ� OHQGLQJ�ERUURZLQJ

DFWLYLWLHV� LQ� ZKLFK� WKH\� KDG� YHU\� OLWWOH� H[SHULHQFH�
�
� 7KLV� ODFN� RI

H[SHUWLVH� ZDV� HYLGHQW� LQ� WKH� UDWKHU� ULVN\� OHQGLQJ� GHFLVLRQV� RI� WKHVH

QHZO\� IRUPHG�EDQNV� ±� D� SUREOHP�ZKRVH� HIIHFWV�ZHUH� RQO\� IHOW� DIWHU

UHDO�LQWHUHVW�UDWHV�ZHUH�IRUFHG�WR�ULVH�DQG�PDQ\�ERUURZHUV�ZHUH�XQDEOH

WR�VHUYLFH�WKHLU�ORDQV��VXEVHTXHQWO\�UHGXFLQJ�WKH�TXDOLW\�RI�PDQ\�ORDQ

SRUWIROLRV�

)RU� WKH� ILQDQFLDO� YDULDEOHV�� WKH� &$6+�$66(76� FRHIILFLHQW� ZDV

VLJQLILFDQW� DQG�QHJDWLYH�� LQGLFDWLQJ� WKDW� D� ODFN� RI� OLTXLGLW\�OHDG� WR� D

KLJKHU�SUREDELOLW\�RI�D�FULVLV��,WV�VLJQLILFDQFH�LV�LQ�QR�VPDOO�SDUW�GXH�WR

WKH�RYHULQYHVWPHQW�LQ�ERWK�WKH�FRUSRUDWH�DQG�UHDO�HVWDWH�VHFWRUV��DIWHU

ZKLFK� UHWXUQV� WR� LQYHVWPHQW� IHOO� DQG� PDQ\� ORDQV�FRQWLQXHG� WR� EH

H[WHQGHG� WR� SURMHFWV� ZKLFK� ZHUH� XQUHDVRQDEOH� IURP� WKH� RXWVHW�

&KDHEROV¶�SURILW�PDUJLQV� IHOO� WR�PLQXWH� OHYHOV� LQ�WKH�PLG�����V� DQG

VHYHUDO� ZHQW� EDQNUXSW� �0LOOHU� DQG�/XDQJDUDP�� ������� 7KH� ODFN� RI

OLTXLGLW\�ZDV�WKH�GLUHFW�UHVXOW�RI�OHQGLQJ�ZKLFK�KDG�EHHQ�FROODWHUDOLVHG

E\�D�KLJKO\� LQIODWHG� DQG�XQVXVWDLQDEOH� UHDO� HVWDWH�PDUNHW�� DV�ZHOO� DV

VSHFXODWLYH� DFWLYLW\� RQ� D� VLPLODUO\� EORDWHG� VWRFN�PDUNHW��$V� VRRQ� DV

HTXLW\� DQG� SURSHUW\� SULFHV� IHOO�� WKH� HQVXLQJ� OLTXLGLW\� FUXQFK� ZRXOG

FRQWULEXWH� JUHDWO\� WR� D� SRVVLEOH� FULVLV�� $OVR�� WKH� PLVPDWFK� RI� PDQ\

.RUHDQ� EDQNV¶� VKRUW� WHUP� OLDELOLWLHV� ZLWK� ORQJHU� WHUP� DVVHWV� KHOSHG

LQFLWH� WKH� DIRUHPHQWLRQHG� OLTXLGLW\� FULVLV�� 7KH� OHYHOV� RI� VKRUW� WHUP

GHEW� WR� UHVHUYHV� UDWLRV�ZHUH� VXEVWDQWLDOO\�RYHU��� DW� WKH� HQG�RI� �����

VXJJHVWLQJ�D�ILQDQFLDOO\�IUDJLOH�VLWXDWLRQ�GXH�WR�LQVXIILFLHQW�UHVHUYHV�LI
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IRUHLJQ� EDQNV� ZHUH� XQZLOOLQJ� WR� UROO� RYHU� WKH� GHEW� RZHG� WR� WKHP�

)XUWKHUPRUH�� WKH�GHWULPHQWDO�HIIHFW�RI� ORZ�&$6+�$66(76�� L�H��� ORZ

OLTXLGLW\��ZDV�ZRUVH� IRU�KLJK�&$� WKDQ� ORZ�&$�EDQNV�� LPSO\LQJ� WKDW

EDQNV�ZLWK�KLJK�&$�UDWLRV�PD\�KDYH�IHOW�PRUH�MXVWLILHG�LQ�XVLQJ�OHVV

OLTXLG� DVVHWV�� ZKLFK� DOWKRXJK� DFFHSWDEOH� XQGHU� &$� DFFRXQWLQJ

VWDQGDUGV��ZHUH�LQ�IDFW�QRW�YHU\�OLTXLG�DW�DOO�

)LQDOO\��ERWK�LQVWLWXWLRQDO�YDULDEOHV�IRU�KLJK�DQG�ORZ�&$�EDQNV�ZHUH

VLJQLILFDQW��7KH�,16�FRHIILFLHQW�ZDV�SRVLWLYH�DQG�VLJQLILFDQW�IRU�ERWK

KLJK�DQG�ORZ�&$�EDQNV��SRVVLEO\�VXJJHVWLQJ�D�PRUDO�KD]DUG�SUREOHP�

+LVWRULFDOO\�� PDQ\� .RUHDQ� ORDQV� KDG� RIWHQ� EHHQ� UH�ILQDQFHG� DW

SUHIHUHQWLDO� UDWHV� E\� WKH� &HQWUDO� %DQN� RU� E\� VSHFLDO� JRYHUQPHQW

IXQGLQJ�VFKHPHV��ZKLFK�UHGXFHG�WKH�LQFHQWLYH�IRU�WKH�OHQGLQJ�EDQN�WR

HYDOXDWH� WKH� FUHGLWZRUWKLQHVV� RI� WKH� ERUURZHU� DQG� PRQLWRU� WKH

SHUIRUPDQFH� RI� WKH� ORDQ� �)RONHUWV�/DQGDX�� ������� 6LPLODUO\�� WKH

*'3�&$3� ZDV� VLJQLILFDQW� DQG� QHJDWLYH� IRU� ERWK� KLJK� DQG� ORZ� &$

EDQNV��+RZHYHU�� LW�ZDV� ORZHU� IRU� WKH� ORZ�&$� WKDQ� KLJK�&$�EDQNV�

VXJJHVWLQJ� WKDW� ORZ� &$� EDQNV� JDLQHG� PRUH� IURP� DQ� LQHIIHFWLYH

UHJXODWRU\�HQYLURQPHQW��7KLV�PD\�KDYH�LQ�PDQ\�ZD\V�EHHQ�WKH�UHVXOW

RI� QRW� RQO\� ZHDN� OHJLVODWLRQ� EXW� DOVR� ZHDN� HQIRUFHPHQW� DQG

FRPSOLDQFH�PHDVXUHV��5HLVHQ���������7KH�LQVLGHU�OHQGLQJ�UHVWULFWLRQV

DSSHDU� WR� KDYH� EHHQ� GLIILFXOW� WR� VXSHUYLVH� DQG� HQIRUFH� EHFDXVH� RI� D

ODFN�RI� WUDQVSDUHQF\� LQ� DFFRXQWV�DQG�SROLWLFDO� SUHVVXUH�RQ� UHJXODWRUV

�)RONHUWV�/DQGDX�� ������� 7KLV� VDPH� SROLWLFDO� SUHVVXUH� ZDV� DOVR

H[HUWHG�RQ�EDQNV�LQ�.RUHD�WR�OHQG�WR�VSHFLILF�FRUSRUDWH�ERUURZHUV�DQG

WR� OHQG� WR� WKHVH� VDPH� ERUURZHUV� HYHQ� DIWHU� WKH\� KDG� UXQ� LQWR

GLIILFXOWLHV��,0)���������)LQDOO\��ZKHQ�WKHVH�EDQNV�VXIIHUHG�ILQDQFLDO

GLVWUHVV� WKHPVHOYHV�� VXSHUYLVRUV� H[HUFLVHG� UHJXODWRU\�IRUHEHDUDQFH

LQVWHDG� RI� LQVLVWLQJ� RQ� UHPHGLDO�PHDVXUHV�� H�J��� WKH�&HQWUDO� %DQN� LQ

.RUHD� UHOD[HG� WKH� SURYLVLRQLQJ� UXOHV� LQ� ����� LQ� UHVSRQVH� WR� ORVVHV

VXIIHUHG�E\�WKH�EDQNV�GXH�WR�IDOOV�LQ�HTXLW\�SULFHV��,0)��������

7DEOH� �� LQGLFDWHV� WKH� UHVXOWV� IRU� ,QGRQHVLD�� 7KH� DYHUDJH� FDSLWDO

DGHTXDF\�ZDV� ������ ZKLFK� LV� FRPSDUDWLYHO\� WKH� KLJKHVW� RI� DOO� WKUHH

FRXQWULHV��)RU�WKH�PDFURHFRQRPLF�YDULDEOHV��WKH�H[FKDQJH�UDWH��'(3�

ZDV� VLJQLILFDQW� DQG� SRVLWLYH�� VXJJHVWLQJ� WKDW� D� UDSLGO\� GHSUHFLDWLQJ
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H[FKDQJH�UDWH�LQFUHDVHG�WKH�OLNHOLKRRG�RI�D�FULVLV��2I�DOO�WKH�FRXQWULHV�

,QGRQHVLD�ZDV�YHU\�DWWUDFWLYH�WR�IRUHLJQ�LQYHVWRUV�QRW�RQO\�EHFDXVH�RI

LWV� OLEHUDOLVDWLRQ�RI� WKH�FDSLWDO�DFFRXQW� LQ� WKH�����V�EXW�DOVR�EHFDXVH

RI�LWV�XVH�RI�D�PDQDJHG�XQLWDU\�H[FKDQJH�UDWH�V\VWHP�DVVRFLDWHG�ZLWK

VXEVLGLHV� �1DVXWLRQ�� ������� 7KH� IROORZLQJ�VWHSV�ZKLFK� LQFOXGHG� WKH

OLIWLQJ� RI� UHVWULFWLRQV� RQ� IRUHLJQ� LQYHVWPHQWV� DQG� ODUJH� SULYDWLVDWLRQ

SURJUDPPHV�HQFRXUDJHG�ODUJH�FDSLWDO�IORZV�LQ�WKH�HDUO\�����V��7KHVH

ZHUH� PDLQO\� WKURXJK� IRUHLJQ� ORDQV� WR� WKH� EDQNLQJ� VHFWRU�� ZKLFK

EHFDPH�HYHQ�ODUJHU�LQ�WKH�PLG�����V�LQ�OLJKW�RI�WKH�KLJK�LQWHUHVW�UDWHV

DQG�KLJKO\�SURILWDEOH�HTXLW\�PDUNHW��$IWHU� WKH�VSHFXODWLYH�DWWDFNV�RQ

LWV�FXUUHQF\�LQ�������,QGRQHVLD�GHFLGHG�WR�PRYH�IURP�D�PDQDJHG�IORDW

WR� D� IUHH� IORDW� H[FKDQJH� UDWH�� ZKLFK� ZRXOG� HYHQWXDOO\� UHTXLUH� HYHQ

PRUH� DGMXVWPHQWV� GXH� WR� H[WUHPH� SUHVVXUH� RQ� WKHLU� H[FKDQJH� UDWH�

7KHUHIRUH��WKH�H[FKDQJH�UDWH�SOD\HG�D�FUXFLDO�UROH�LQ�WKH�SUREDELOLW\�RI

D�FULVLV�

7KH�0��)25(;�YDULDEOH�LV�VLJQLILFDQW�DQG�SRVLWLYH��LQGLFDWLQJ�WKDW�D

KLJKHU� YDOXH� LQFUHDVHG� WKH� SUREDELOLW\� RI� D� FULVLV� IRU� ERWK� W\SHV� RI

EDQNV�� 7KH� KLJK� OHYHO� RI� GRPHVWLF� 0�� PRQH\�GHSRVLWV� YLV�j�YLV

LQWHUQDWLRQDO�UHVHUYHV�SULRU�WR�WKH�FULVLV�LQ�,QGRQHVLD�VHHPV�FRQVLVWHQW

ZLWK�WKH�SUHGLFWHG�VLJQLILFDQFH�LQ�WKH�PRGHO��$W�WKH�HQG�RI�������WKH

0��)25(;� UDWLR� ZDV� DOPRVW� �� LQ� ,QGRQHVLD�� 7KLV� HYLGHQFH�� ZKLFK

SUR[LHV�WKH�WUHQGV�DQG�OHYHOV�RI�VKRUW� WHUP�DVVHW�OLDELOLW\�SRVLWLRQV�RI

WKH� ,QGRQHVLDQ� ILQDQFLDO� V\VWHP� YLV�j�YLV� GRPHVWLF� GHSRVLWRUV�� DOVR

VXJJHVWV�WKDW�WKHUH�PD\�KDYH�EHHQ�D�SUREOHP�RI�UHVHUYH�LOOLTXLGLW\�LQ

,QGRQHVLD�� %HIRUH� WKH� FULVLV� LQ� ,QGRQHVLD�� WKH� PDJQLWXGH� RI� IRUHLJQ

FXUUHQF\�UHVHUYHV�ZDV�FOHDUO\�QRW�VXIILFLHQW�WR�KRQRXU�WKH�RXWVWDQGLQJ

VWRFN�RI�GHSRVLWV�DW�HYHQ�WKH�FXUUHQW�H[FKDQJH�UDWH��PXFK�OHVV�DIWHU�WKH

GUDVWLF�GHYDOXDWLRQ�ZKLFK�ZRXOG�RFFXU��7KH�0��)25(;�YDULDEOH�ZDV

DOVR�KLJKHU�IRU�KLJK�&$�EDQNV� WKDQ� WKHLU� ORZ�&$�EDQN�FRXQWHUSDUWV�

VXJJHVWLQJ�WKDW�D�ODFN�RI�IRUHLJQ�UHVHUYHV�ZDV�PRUH�GHWULPHQWDO�WR�WKH

IRUPHU�W\SH�

7KH�,16�DQG�WKH�*'3�&$3�YDULDEOHV�ZHUH�VLJQLILFDQW�IRU�WKH�ORZ�&$

EDQNV� LQ�ERWK�FDVHV��7KH�,16�KDG�D�QHJDWLYH�FRHIILFLHQW� IRU� ORZ�&$

EDQNV� LQGLFDWLQJ� WKDW� WKHUH� PD\� KDYH� EHHQ� D� VHULRXV� PRUDO� KD]DUG
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SUREOHP�HVSHFLDOO\�IRU�ORZ�&$�EDQNV��,Q�WKH�HDUO\�����V��IRU�LQVWDQFH�

VL[�EDQNV�ZHUH�IDFLQJ�GLVWUHVV��ILYH�RI�ZKLFK�ZHUH�UHFDSLWDOLVHG�XQGHU

WKH� DXWKRULW\� RI� WKH� ,QGRQHVLDQ� JRYHUQPHQW�� 6XFK� KLJK� OHYHOV� RI

LQVXUDQFH�FRYHUDJH�IRU� ORZ�TXDOLW\�EDQNV�VHHPV� WR�KDYH� UHGXFHG� WKH

SUREDELOLW\� RI� D� FULVLV� PXFK� PRUH� IRU� WKHP� WKDQ� WKHLU� KLJK� &$

FRXQWHUSDUWV�� )LQDOO\�� *'3�&$3� LV� QHJDWLYH� DQG� VLJQLILFDQW� IRU� ORZ

&$�EDQNV��VXJJHVWLQJ� WKDW� ORZHU�TXDOLW\�EDQNV� WKULYHG�PRUH�XQGHU�D

OD[�DQG�XQVXSHUYLVHG�UHJXODWRU\�HQYLURQPHQW��$OWKRXJK�,QGRQHVLD�KDG

WKH� %DVOH� &$� UHTXLUHPHQWV� LQ� SODFH�� LW� ODFNHG� WKH� ORDQ� ORVV

SURYLVLRQLQJ�UXOHV�DQG�WKH�IRUHLJQ�H[FKDQJH�H[SRVXUH�OLPLWV��)RONHUWV�

/DQGDX���������)RUPDO�FORVXUH�PHFKDQLVPV�IRU�LQVROYHQW�EDQNV�ZHUH

QRW�H[SOLFLWO\�VHW�RXW� LQ� WKH�EDQNLQJ� ODZV��%XW� WKH� UHVXOWV� VXJJHVW�DQ

HYHQ� PRUH� VHULRXV� VLWXDWLRQ� ZKHUHE\� ORZ� &$� EDQNV� PD\� KDYH� QRW

RQO\� HVFDSHG� UHJXODWRU\� VFUXWLQ\�� EXW� WKH\� PD\� KDYH� DOVR� EHQHILWHG

IURP�WRR�PXFK�VXSHUYLVRU\�SURWHFWLRQ��7KHUHIRUH��DOWKRXJK�&$�UDWLRV

ZHUH� UHDGLO\� REVHUYDEOH�� WKHVH� IDLOXUHV�PD\� KDYH� EHHQ� WKH� UHVXOW� RI

PRUH� LQWDQJLEOH� DVSHFWV�� LQFOXGLQJ� WKH� GHJUHH� WR� ZKLFK� UHJXODWLRQV

ZHUH�HQIRUFHG�DQG�WKH�TXDOLW\�RI�EDQN�VXSHUYLVLRQ��$Q\�H[DPLQDWLRQ

RI� VXFK� TXDOLWLHV� LV� LQKHUHQWO\� VXEMHFWLYH� DQG� LPSUHFLVH�� EXW� VRPH

DWWHPSWV�KDYH�EHHQ�PDGH�DV�LQGLFDWHG�LQ�7DEOH����,QGRQHVLD�LV�UDQNHG

ZHDN� LQ� ERWK� FDWHJRULHV�� ZKLFK� PLJKW� KHOS� WR� H[SODLQ� WKH� SUHYLRXV

UHVXOWV�

���'LVFXVVLRQ

'XULQJ� WKH�SDVW� IHZ�GHFDGHV�� V\VWHPLF� ILQDQFLDO� FULVHV�KDYH�SODJXHG

FRXQWULHV� WKURXJKRXW� WKH�ZRUOG�� DQG� WKH� QHFHVVLW\� WR� XQGHUVWDQG� WKH

OLQNV�EHWZHHQ�ZHDNQHVVHV�ZLWKLQ�WKH�ILQDQFLDO�VHFWRU�DQG�WKH�HFRQRP\

DV� D� ZKROH� KDYH� EHFRPH� LQFUHDVLQJO\� LPSRUWDQW�� 7KH� REMHFW� RI� WKH

SUHVHQW�H[HUFLVH�KDV�EHHQ�WR�SURYLGH�DW�OHDVW�RQH�FRQQHFWLRQ�EHWZHHQ

WKH� UHODWLYH� OHYHO� RI� DQ� LQGLYLGXDO� EDQN¶V� FDSLWDO� DGHTXDF\� DQG� LWV

HIIHFWV�RQ�WKH�IUDJLOLW\�RI�WKH�EDQNLQJ�V\VWHP��7R�WKLV�HQG��EDQNV�IURP

WKUHH� FRXQWULHV� SODJXHG� E\� WKH� $VLDQ� FULVLV� ZHUH� VHOHFWHG� DQG

VHSDUDWHG� EDVHG� RQ� WKHLU� FDSLWDO� DGHTXDF\� UDWLRV�� DQG� WKHQ� WHVWHG

FDWHJRULFDOO\� DJDLQVW� YDULRXV� PDFURHFRQRPLF�� ILQDQFLDO�� DQG

LQVWLWXWLRQDO�YDULDEOHV�
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7KH� UROH� RI� WKH� PDFURHFRQRPLF� HQYLURQPHQW� FDQQRW� EH� XQGHUVWDWHG

EDVHG�RQ�WKH�PRGHO�LQ�WKLV�VWXG\��/RZ�*'3�JURZWK�LV�DVVRFLDWHG�ZLWK

LQFUHDVHG�ULVN�WR�WKH�EDQNLQJ�VHFWRU�IRU�ERWK�KLJK�DQG�ORZ�&$�EDQNV�

$V�GHVFULEHG�HDUOLHU��VRPH�RI� WKH�UHVXOWV�HYHQ�FRQWUDGLFW� WKH�RULJLQDO

K\SRWKHVLV� WKDW� KLJK� &$� EDQNV� RXJKW� WR� JDLQ� PRUH� IURP

LPSURYHPHQWV�LQ�*'3�JURZWK�WKDQ�WKHLU�ORZ�&$�FRXQWHUSDUWV��LQ�IDFW�

WKH� UHVXOWV�KDYH� VXJJHVWHG�RWKHUZLVH��6LPLODUO\�� HYLGHQFH� VKRZV�WKDW

KLJK� UDWHV� RI� LQIODWLRQ� �,1)�� DQG� KLJK� UHDO� LQWHUHVW� UDWHV� �5,17�

LQFUHDVH� EDQNLQJ� VHFWRU� SUREOHPV�� $JDLQ�� WKH� RULJLQDO� K\SRWKHVLV

VXJJHVWHG�WKDW�KLJK�&$�EDQNV�VKRXOG�EH�PRUH�UHVLVWDQW�WR�LQIODWLRQDU\

SUHVVXUHV� WKDQ� WKHLU� ORZ�&$�FRXQWHUSDUWV��EXW� WKH� UHVXOWV� VXJJHVW� WKH

RSSRVLWH��7R�IXUWKHU�LOOXVWUDWH�WKLV�SRLQW��LW�PLJKW�EH�ZRUWK�FRQVLGHULQJ

WKH�SORWV�RI�KLJK�DQG�ORZ�&$�EDQNV�IRU�WKH�HQWLUH�VDPSOH�YLV�j�YLV�WKH

ORJLW� IXQFWLRQ� �)LJXUH� ���� 7KH� LQIODWLRQ� UDWH� ZLOO� EH� XVHG� DV� WKH

KRUL]RQWDO�D[LV�DQG�WKH�RWKHU�YDULDEOHV�ZLOO�EH�VHW�DW�WKHLU�PHDQ�YDOXHV�

7KH�ILUVW�SRLQW�LV�WKDW�WKH�KLJK�&$�ORJLW�IXQFWLRQ�ULVHV�PXFK�IDVWHU�WKDQ

WKH� ORZ�&$�IXQFWLRQ� LQ� WKH�GRPDLQ�EH\RQG����)XUWKHUPRUH�� WKH�KLJK

&$�EDQN�IXQFWLRQ�UHDFKHV�WKH�����SUREDELOLW\�OHYHO�±�WKH�ODVW�DVVXPHG

IHDVLEOH� SRLQW� DW�ZKLFK� D� FULVLV� LV� DYRLGDEOH� ±�ZKHQ� LQIODWLRQ� LV� OHVV

WKDQ�]HUR���������ZKHUHDV�ZLWK�ORZ�&$�EDQNV�WKH�IXQFWLRQ�DSSURDFKHV

WKH� ���� OHYHO� DW� D� SRVLWLYH� LQIODWLRQ� UDWH� �������� 7KLV� LPSOLHV� DQG

FRQILUPV�WKDW�IRU�KLJK�&$�EDQNV�WR�DYRLG�WKH�RQVODXJKW�RI�D�FULVLV��L�H��

WKH� ���� SUREDELOLW\� OHYHO�� WKH� LQIODWLRQ� UDWH� QHHGV� WR� EH� QHJDWLYH��2I

FRXUVH�� WKH�ODWWHU�FRQGLWLRQ�LV�UDWKHU�XQOLNHO\�LQ�D� UHFHQWO\� OLEHUDOLVHG

HQYLURQPHQW�� EXW� LW� UH�HPSKDVLVHV� WKH� LPSRUWDQFH� RI� ORZ� LQIODWLRQ

SROLFLHV� IRU� KLJK� &$� EDQNV� HYHQ� WKRXJK� WKH\� ZHUH� DVVXPHG� WR� EH

EHWWHU�HTXLSSHG� WR�KDQGOH� WKH�VLWXDWLRQ��FOHDUO\��KLJK�&$�EDQNV�KDYH

QRW�OLYHG�XS�WR�WKHLU�H[SHFWDWLRQV��SHUIRUPLQJ�LQ�WKLV�FDVH�ZRUVH�WKDQ

WKHLU�ORZ�&$�FRXQWHUSDUWV�

,Q� FRQVLGHULQJ� WKH� RWKHU� YDULDEOHV� ZKLFK� GLG� QRW� UHDFW� DV� KDG

RULJLQDOO\� EHHQ� K\SRWKHVLVHG�� WKH� SUHVHQFH� RI� DQ� LQVXUDQFH� VFKHPH

LQFUHDVHV� WKH� SUREDELOLW\� RI� D� FULVLV�� 7KLV� VXJJHVWV� WKDW� SUREOHPV� RI

PRUDO� KD]DUG� EHKDYLRXU� H[LVW� WR� VRPH� GHJUHH�� )XUWKHUPRUH�� LQ� DQ

H[WUHPH�FDVH�VXFK�DV�7KDLODQG��WKH�UHVXOWV�LQGLFDWH�WKDW�ORZ�&$�EDQNV
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IDFH�D�ORZHU�SUREDELOLW\�RI�D�FULVLV�XQGHU�VXFK�LQVXUDQFH�VFKHPHV�ZLWK

DOO�RWKHU�YDULDEOHV�KHOG�FRQVWDQW��)LJXUH���VKRZV�WKHVH�UHVXOWV�XVLQJ�D

ORJLW�IXQFWLRQ�

6LPLODU�WR�)LJXUH����WKH�KLJK�&$�EDQNV�UHDFK�WKH�����SUREDELOLW\�OHYHO

ZKHQ�LQVXUDQFH�LV�OHVV�WKDQ�]HUR��������ZKHUHDV�WKH�ORZ�&$�IXQFWLRQ

DSSURDFKHV� WKH� ���� OHYHO� DW� D� SRVLWLYH� LQVXUDQFH� OHYHO� ������� ,W� LV

GLIILFXOW� WR� LQWHUSUHW� WKH� OHYHO� RI� LQVXUDQFH� FRYHUDJH� ZLWK� SLQSRLQW

DFFXUDF\�� EXW� ZKDW� LV� LPSRUWDQW� KHUH� LV� WKH� UHODWLYH� HIIHFWV� RI� HDFK

VFKHPH�RQ�HDFK� W\SH�RI�EDQN�IRU� WKH�SUREDELOLW\�RI�D�FULVLV��)RU� ORZ

&$�EDQNV��WKH�FXUYH�VKRZV�WKDW�DW�����SUREDELOLW\�OHYHO��WKH�LQVXUDQFH

VFKHPHV�FDQ�ULVH�WR�����DQG�QRW�HQWHU�D�FULVLV��6LPLODUO\��DW�WKH�,16 �

OHYHO��D�KLJK�&$�EDQN�KDV�D������SUREDELOLW\�RI�D�FULVLV�ZKLOH�WKH�ORZ

&$�EDQN�KDV�D������SUREDELOLW\��&OHDUO\�� WKH� ILQGLQJ� IURP� WKHVH�DQG

SUHYLRXV�IXQFWLRQV�LQ�)LJXUH���QHJDWH�WKH�RULJLQDO�K\SRWKHVLV�WKDW�KLJK

&$� EDQNV� DUH� PRUH� UHVLVWDQW� WR� PDFURHFRQRPLF� VKRFNV� DV� ZHOO� DV

PRUH�FDSDEOH�LQ�DQ�HIIHFWLYHO\�UHJXODWHG�HQYLURQPHQW��7KH�LQFUHDVH�LQ

WKH� VORSHV� RI� HDFK� IXQFWLRQ� LQ� )LJXUHV� �� DQG� �� DIWHU� WKH\� SDVV� WKH

FULWLFDO� OHYHO� RI� ���� LV� DOVR� QRWHZRUWK\�� 7KH� VORSH� RI� WKH� KLJK� &$

EDQNV�LQ�ERWK�ILJXUHV�DSSURDFKHV�3 ��DV\PSWRWLFDOO\�DW�D�PXFK�IDVWHU

UDWH�WKDQ�WKH�VORSHV�RI�WKH�ORZ�&$�EDQNV��$JDLQ��WKLV�VXJJHVWV�WKDW�LI

KLJK�&$�EDQNV�ZHUH�H[SRVHG�WR�KLJKHU�LQIODWLRQ�DQG�JUHDWHU�LQVXUDQFH

DIWHU�WKH\�SDVVHG�WKH�����OHYHO��WKH\�ZRXOG�IDFH�D�FULVLV�PXFK�VRRQHU

WKDQ�WKHLU�ORZ�&$�FRXQWHUSDUWV��$V�PHQWLRQHG�WKHVH�IXQFWLRQV�IXUWKHU

GHPRQVWUDWH� WKH� LQYDOLGLW\� RI� WKH� K\SRWKHVLV� UHJDUGLQJ� WKH� FRPSOHWH

EHQHILWV� RI� PDLQWDLQLQJ� KLJK� FDSLWDO� DGHTXDF\� UDWLRV� LQ� WKLV� VHWWLQJ�

+RZHYHU�� EHIRUH� FRQGHPQLQJ� WKH� XVH� RI� WKH� UDWLR� LWVHOI�� LW� PLJKW� EH

LPSRUWDQW�WR�FRQVLGHU�WKH�ZD\V�LQ�ZKLFK�GLIIHUHQW�FRXQWULHV�PD\�KDYH

DSSOLHG�±�RU�HYHQ�PLVDSSOLHG�±�WKHP�WR�WKHLU�SRUWIROLRV�

�����&RVPHWLF�YV��HIIHFWLYH�DGMXVWPHQWV

7KH�UHVXOWV�VXJJHVW�WKDW�WKH�UHVSRQVHV�RI�PDQ\�EDQN�SRUWIROLRV�WR�WKH

%DVOH� FDSLWDO� DGHTXDF\� UHTXLUHPHQWV� KDYH� QRW� EHHQ� VWDQGDUG� E\� DQ\

PHDQV��:DOO� DQG�3HWHUVRQ� ������� GLYLGH� FRXQWU\� UHVSRQVHV� LQWR� WZR

GLVWLQFW�FDWHJRULHV�±�FRVPHWLF�DQG�HIIHFWLYH��%DQNV�ZKLFK�PDQDJH� WR
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LQFUHDVH�WKHLU�FDSLWDO�UDWLR�ZLWK�OLWWOH�RU�QR�HIIHFW�RQ�WKH�SUREDELOLW\�RI

IDLOXUH�KDYH�LPSOHPHQWHG�³FRVPHWLF´�FKDQJHV�ZKLOH�RWKHUV�ZKLFK�GR

UHGXFH�WKH�DIRUHPHQWLRQHG�SUREDELOLW\�H[HFXWH�³HIIHFWLYH´�FKDQJHV�LQ

WKHLU�FDSLWDO�UDWLRV�

&RVPHWLF� FKDQJHV� LQ� EDQN� UDWLRV� DUH� SRVVLEOH� EHFDXVH� RI� WKH� UDWKHU

LPSUHFLVH�QDWXUH�RI�ERWK�FDSLWDO�DQG�ULVN�PHDVXUHV�DV�SUR[LHV�IRU� WKH

ILQDQFLDO� KHDOWK� RI� EDQNV�� 7KDW� LV�� LQ�PDQ\� FDVHV�� EDQNV� DUH� DEOH� WR

RIIVHW� LQFUHDVHV� LQ� FDSLWDO� UDWLRV� E\� LQFUHDVLQJ� WKHLU� ULVN� H[SRVXUH�

JLYHQ�WKDW�PDQDJHUV�KDYH�SULYDWH�LQIRUPDWLRQ�ZKLFK�LV�LQDFFHVVLEOH�WR

UHJXODWRUV�� 7KLV� VLWXDWLRQ� DULVHV� ZKHQ� FDSLWDO� UHTXLUHPHQWV� GR� QRW

DGHTXDWHO\� UHIOHFW� WKH� UHODWLYH� ULVNLQHVV� RI� DVVHWV�� .DKDQH� �������

.RHKQ�DQG�6DQWRPHUR� �������� DQG�.LP�DQG�6DQWRPHUR� �������KDYH

LQGLFDWHG� WKDW� D� KLJKHU� UHTXLUHG� FDSLWDO� UDWLR� LQFUHDVHV� DVVHW� ULVN�

ZKLFK� FRXOG� OHDG� WR� D� KLJKHU� SUREDELOLW\� RI� IDLOXUH�� ,Q� PRVW� FDVHV�

EDQNV� ZLWK� PLQLPDOO\� DGHTXDWH� FDSLWDO� UHGXFH� WKHLU� ULVN� H[SRVXUH

ZKLOH�ZHOO�FDSLWDOLVHG�EDQNV�LQFUHDVH�WKHLU�ULVN�H[SRVXUH�WR�RIIVHW�WKH

LQFUHDVH� LQ� ULVN��&DOHP�DQG�5RE� �������KDYH� HYHQ�JRQH�DV� IDU� DV� WR

VKRZ� KRZ� D� VHYHUHO\�XQGHUFDSLWDOLVHG� EDQN� WDNHV� PRUH� ULVN� LQ� DQ

DWWHPSW� WR� PHHW� DGHTXDWH� FDSLWDO� VWDQGDUGV��0RUHRYHU�� VWXGLHV� KDYH

DOVR� LQGLFDWHG� WKDW� EDQNV¶� FUHGLW� UHVSRQVHV� WR� VXFK� FDSLWDO

UHTXLUHPHQWV� JHQHUDOO\� WDNH� ORQJHU� DW� VPDOOHU� EDQNV�� LQ� VRPH� FDVHV

VHYHUDO� \HDUV� LV� QHHGHG� WR� IXOO\� DGMXVW� WKHLU� SRUWIROLRV� WR� WKH� KLJKHU

FDSLWDO�UHTXLUHPHQWV�

$QRWKHU�ZD\�RI�PDNLQJ�FRVPHWLF�FKDQJHV�LV�WR�H[SORLW�WKH�GLIIHUHQFH

EHWZHHQ�FDSLWDO�DV�PHDVXUHG�IRU� UHJXODWRU\�SXUSRVHV��DQG� WKH�EDQNV¶

WUXH�HFRQRPLF�FDSLWDO��5HJXODWRU\�DFFRXQWLQJ�JHQHUDOO\�UHFRUGV�DVVHWV

DW� KLVWRULFDO� FRVWV� UDWKHU� WKDQ� DW� WKHLU� FXUUHQW� PDUNHW� YDOXH�� 7KXV�

UHJXODWRU\� PHDVXUHV� RI� FDSLWDO� PD\� GLIIHU� VXEVWDQWLDOO\� IURP� WKH

HFRQRPLF�FDSLWDO� QHHGHG� IRU� WKH�EDQN¶V� ORQJ� WHUP�VROYHQF\��$�EDQN

FDQ� H[SORLW� WKHVH� GLIIHUHQFHV� WR� LQFUHDVH� LWV� FDSLWDO� DV� PHDVXUHG� E\

UHJXODWRU\� DFFRXQWLQJ� FULWHULD�� $V� D� UHVXOW�� DW� OHDVW� RQH� LQH[SHQVLYH

ZD\� IRU� EDQNV� WR�PDLQWDLQ� RU� HYHQ� LQFUHDVH� WKHLU� FDSLWDO� UDWLRV� LV� WR

DYRLG� UHFRJQLVLQJ� ORVVHV� RQ� GHSUHFLDWHG� DVVHWV� DQG� DFFHOHUDWH

UHFRJQLWLRQ� RI� JDLQV� RQ� DQ\� DVVHWV� ZKLFK� PD\� KDYH� DSSUHFLDWHG� LQ
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YDOXH��6RPH�HYLGHQFH�LQ�WKLV�SDUWLFXODU�VWXG\�VXJJHVWV�WKDW�EDQNV�PD\

KDYH� LQFUHDVHG� WKHLU� UHJXODWRU\� FDSLWDO� E\� VHOOLQJ� WKHLU� DSSUHFLDWHG

DVVHWV� ZKLOH� VLPXOWDQHRXVO\� GHOD\LQJ� WKHLU� UHFRJQLWLRQ� RI� ORVVHV�

0RUHRYHU�� DV�LQVWLWXWLRQV�ZKLFK�VSHFLDOLVH� LQ� ILQDQFLDO� DVVHWV�� EDQNV

FDQ� XVH� JDLQV� DQG� ORVVHV� LQ� VHFXULWLHV� WR� DGMXVW� WKHLU� FDSLWDO� UDWLRV�

+RZHYHU�� WKH� PDUNHW� LV� PRUH� DZDUH� RI� VXFK� FRVPHWLF� DWWHPSWV� DQG

EDQNV� GR� QRW� DOZD\V� UHVRUW� WR� WKLV� PHWKRG��(PSLULFDO� VWXGLHV� KDYH

VKRZQ� WKDW�JDLQV� LQ� WUDGLQJ�DUH�PRUH�RIWHQ�GRQH� WR�ERRVW�RU� VPRRWK

HDUQLQJV� IOXFWXDWLRQV� WKDQ� WR� LQFUHDVH� FDSLWDO� UDWLRV�
�
� ,Q� VRPH� FDVHV

ZKHUH� VXFK� HDUQLQJV� KDYH� EHHQ� XVHG� WR� LQFUHDVH� FDSLWDO� UDWLRV�� WKH

PDUNHW�KDV�EHHQ�DZDUH�RI�WKH�DFFRXQWLQJ�WULFNV�DQG�KDV�LQWHUSUHWHG�LW

DV�D�VLJQDO�RI�ZHDNQHVV�LQ�IXWXUH�HDUQLQJV�FDXVLQJ�D�UHGXFWLRQ�LQ�WKH

YDOXH�RI�WKH�EDQN�

(IIHFWLYH�PHDQV�E\�ZKLFK�EDQNV�FDQ�UDLVH�WKHLU�FDSLWDO�UDWLRV�LQFOXGH

UHGXFLQJ�WKH�YROXPH�RI�ORDQ�DVVHWV��LQFUHDVLQJ�WKHLU�UHWDLQHG�HDUQLQJV�

LVVXLQJ�QHZ�VHFXULWLHV��RU�VKLIWLQJ�WKH�IRFXV�RI�WKHLU�SRUWIROLRV�WR�OHVV

ULVN\�DVVHWV��$QDO\VHV�RI�UHGXFWLRQ�LQ�WKH�YROXPH�RI�FUHGLW�GXULQJ�WKH

����V� DQG� ����V� LQ� PRVW� VWXGLHV� DUH� LQFRQFOXVLYH�� $OWKRXJK�� WKHUH

GRHV�DSSHDU� WR�EH�D�VORZGRZQ�LQ�FUHGLW�JURZWK�GXULQJ� WKLV�SHULRG� LQ

PDQ\� FRXQWULHV�� LW� LV� QRW� FHUWDLQ� WKDW� LW� ZDV� WKH� LPSDFW� RI� WKH� QHZ

UHJXODWLRQ��L�H���WKH�LQWURGXFWLRQ�RI�WKH�%DVOH�VWDQGDUGV�LQ�������ZKLFK

FRQVWUDLQHG� WKH� YROXPH� RI� FUHGLW�� $JDLQ�� LW� LV� GLIILFXOW� WR� DVFHUWDLQ

ZKHWKHU� WKLV� VORZGRZQ� ZDV� WKH� UHVXOW� RI� PRUH� VWULQJHQW� FDSLWDO

UHTXLUHPHQWV� RU� JHQHUDO� PDFURHFRQRPLF� FRQGLWLRQV�� %DQNV� FDQ� DOVR

LPSURYH� WKHLU� FDSLWDO� DFFRXQWV� E\� UHGXFLQJ� WKHLU� FUHGLW� ULVN� DQG� UH�

DOORFDWLQJ� WKHLU� SRUWIROLRV� IURP� PRUH� WR� OHVV� ULVN\� DVVHWV�� 6XFK

FKDQJHV� RIWHQ� LQYROYH� PRYLQJ� DZD\� IURP� OHQGLQJ� WR� SULYDWH

ERUURZHUV� WR� OHQGLQJ�PRUH�VHFXULWLVHG�SURGXFWV�ZKLFK� FDUU\� VPDOOHU

FDSLWDO�FKDUJHV��)LQDOO\��D� UDWKHU�FRVWO\�EXW�HIIHFWLYH�ZD\� WR� LQFUHDVH

FDSLWDO� DGHTXDF\� LV� WR� LVVXH� QHZ� VHFXULWLHV�� +RZHYHU�� DV� ZLWK� PRVW

SXEOLF� VKDUH� RIIHULQJV�� WKH� UDWH� RI� UHWXUQ� ZKLFK� EDQNV� PXVW� SD\� LV

KLJKHU� WKDQ� DOWHUQDWLYH� SURGXFWV�� L�H��� ERQGV�� GHSRVLWV�� DQG� WKHUHIRUH

PRVW� EDQNV� WU\� WR� DYRLG� WKLV� RSWLRQ� DW� DQ\� FRVW��+RZHYHU�� IRU� WKRVH

EDQNV� ZKLFK� DUH� KHDYLO\�XQGHUFDSLWDOLVHG�� HTXLW\� LQIXVLRQV� DUH� WKH
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SULPDU\� PHFKDQLVP� E\� ZKLFK� EDQNV� FDQ� UH�FDSLWDOLVH� WKHPVHOYHV

TXLFNO\�

���3ROLF\�,PSOLFDWLRQV

,QDGHTXDWH� SUHSDUDWLRQ� IRU� ILQDQFLDO� OLEHUDOLVDWLRQ� FDQ� FRQWULEXWH

JUHDWO\� WR�PDFURHFRQRPLF�� LQVWLWXWLRQDO�� DQG� ILQDQFLDO�ZHDNQHVVHV� LQ

GHYHORSLQJ� FRXQWULHV�� 7LPHO\� LPSOHPHQWDWLRQ� RI� SUXGHQWLDO

VXSHUYLVLRQ�LV�HVVHQWLDO�WR�PDLQWDLQ�WKH�V\VWHPLF�KHDOWK�RI�WKH�ILQDQFLDO

VHFWRU� DQG� WKH� VRXQG� PDQDJHPHQW� RI� LWV� LQVWLWXWLRQV�� 7KH

LPSOHPHQWDWLRQ�RI�PLQLPXP�FDSLWDO�DGHTXDF\�VWDQGDUGV�KDV�EHHQ�DQ

LPSRUWDQW�LQLWLDWLYH�LQ�WKLV�ULJKW��&KDQJHV�LQ�WKH�FRPSRVLWLRQ�DQG�VL]H

RI�EDQNV¶�SRUWIROLRV�WR�ULVN�EDVHG�FDSLWDO�UHTXLUHPHQWV�DUH�FUXFLDO�IRU

IRUPXODWLQJ�DSSURSULDWH�UHJXODWRU\�SROLFLHV��,Q�WKLV�FRQWH[W��DQG�JLYHQ

WKH�SRVVLEOH�VRXUFHV�RI� IDLOXUHV� LQ� WKH�FDSLWDO� DGHTXDF\� UHTXLUHPHQWV

GXULQJ�WKH�UHFHQW�$VLDQ�ILQDQFLDO�FULVLV��WKLV�SDSHU�FRQVLGHUHG�VSHFLILF

ZHDNQHVVHV� ZLWKLQ� WKH� ILQDQFLDO� VHFWRU�� HVSHFLDOO\� LQ� LWV� ODFN� RI

WUDQVSDUHQF\�� LQHIIHFWLYH� DFFRXQWLQJ� VWDQGDUGV�� DQG� LQDGHTXDWH

LQVWLWXWLRQDO�IUDPHZRUN�

7KH� GDWD� VXJJHVWHG� WKDW� VRPH� EDQNV� LQ� WKHVH� FRXQWULHV�PD\� KDYH

XWLOLVHG�FRVPHWLF�DGMXVWPHQWV�WR�LQFUHDVHG�FDSLWDO�UDWLRV��7KH�HYLGHQFH

VXJJHVWV� WKDW� VRPH� EDQNV� PD\� KDYH� LQFUHDVHG� WKHLU� ULVN\� DVVHWV�

XWLOLVHG�RII�EDODQFH�VKHHW� DFWLYLWLHV��RU� UHVRUWHG� WR� FDSLWDO� JDLQV� IURP

VHOOLQJ�FDSLWDO�DVVHWV��LQFOXGLQJ�UHDO�HVWDWH�DQG�VHFXULWLHV��WR�ERRVW�WKHLU

UDWLRV�� 6RPH� PD\� KDYH� DOVR� UH�YDOXHG� WKHLU� UHVHUYHV� GXULQJ� VWRFN

PDUNHW�ERRPV�WR�PDNH�WKH�PRVW�RI�WKH�KXJH�FDSLWDO�LQIORZV�IROORZLQJ

OLEHUDOLVDWLRQ�RI�WKHLU�FRXQWU\¶V�FDSLWDO�DFFRXQWV��$OWKRXJK�UHJXODWRUV

FDQQRW�SUHYHQW� DOO� FRVPHWLF� FKDQJHV� WR� FDSLWDO� UDWLRV�� WKH\� VKRXOG� DW

OHDVW�EH�DEOH�WR�DGMXVW�UHJXODWRU\�UHTXLUHPHQWV�WR�SUHYHQW�EDQNV�IURP

JDLQLQJ� EHQHILWV� WKURXJK� FRVPHWLF� FKDQJHV�� &RVPHWLF� FKDQJHV� WR

HTXLW\� FDQ� EH� SDUWLDOO\� HOLPLQDWHG� E\� UHTXLULQJ� PDUN�WR�PDUNHW

DFFRXQWLQJ� IRU� VHFXULWLHV�� 6LPLODUO\�� ORDQ� ORVV� SURYLVLRQV� FUHDWHG� IRU

FUHGLWV� RI� GRXEWIXO� RU� HVWLPDWHG� ORVVHV� VKRXOG� EH� H[FOXGHG� IURP

VXSSOHPHQWDU\� FDSLWDO� LI� WKH\� UHIOHFW� DQ� LGHQWLILHG� GHWHULRUDWLRQ� LQ

DVVHW� YDOXHV�� DQG� ORDQ� ORVV� SURYLVLRQV� VKRXOG� UHIOHFW� GHFOLQHV� LQ� WKH



��

HFRQRPLF�YDOXH�RI�EDQNV¶�DVVHWV��6WUHQJWKHQLQJ�SUXGHQWLDO�VXSHUYLVLRQ

E\� SUHYHQWLQJ� FRVPHWLF� FKDQJHV� DQG� HQKDQFLQJ� HIIHFWLYH� ZD\V� RI

LQFUHDVLQJ� FDSLWDO� UDWLRV� VHHPV� WR� EH� HVVHQWLDO� IRU� WKH� VRXQG

PDQDJHPHQW� RI� EDQNV� DQG� ILQDQFLDO� V\VWHPV�� DGGLWLRQDOO\�� VLPLODU

HIIRUWV�VKRXOG�EH�PDGH�WR�LPSRVH�OHYHUDJH�UHVWULFWLRQV�

:KHQ� LQVWLWXWLRQV� LQ� UHFHQWO\� OLEHUDOLVHG� FRXQWULHV� KDYH� QRW� EHHQ

DOORZHG� WR� GHYHORS�� ILQDQFLDO� LQVWLWXWLRQV� LQ� WKHVH� VHWWLQJV� DUH� PRUH

HDVLO\� DEOH� WR� PDNH� FRVPHWLF� DGMXVWPHQWV� EHFDXVH� DFFRXQWLQJ

SULQFLSOHV�� ORDQ� FODVVLILFDWLRQ� VWDQGDUGV�� DQG� GLVFORVXUH� UHTXLUHPHQWV

DUH�QRW�DV�ZHOO�GHYHORSHG��7KLV�KDV�EHHQ�WKH�FDVH�SDUWLFXODUO\�IRU�WKH

FRXQWULHV� H[DPLQHG� LQ� WKLV� VWXG\�� ZKHUH� EDQNV� FDUU\LQJ� DVVHWV� RI

TXHVWLRQDEOH�TXDOLW\�GLG�QRW�PDNH�VXIILFLHQW�SURYLVLRQV��6RPH�RI�WKHVH

EDQNV� WKHQ� WULHG� WR� UHGXFH� WKH�DPRXQWV� ZKLFK� RXJKW� WR� KDYH� EHHQ

GLYHUWHG� WR� ORDQ� ORVV� UHVHUYHV� WKURXJK� ORDQ� UH�VWUXFWXULQJ� RU� RWKHU

GHYLFHV�� ,Q� IDFW�� LI� WKHVH� FDSLWDO� UDWLRV� KDG�EHHQ� DGMXVWHG� WDNLQJ� LQWR

DFFRXQW�WKH�DIRUHPHQWLRQHG�XQGHU�SURYLVLRQLQJ��WKH�UDWLRV�ZRXOG�KDYH

EHHQ� PXFK� ORZHU� WKDQ� WKH\� DSSHDU�� 7KH� VHWWLQJ� DQG� PRQLWRULQJ� RI

LQWHUQDWLRQDO�EDQNLQJ�VWDQGDUGV�KHOSV�WR�UHGXFH�VXFK�RSSRUWXQLWLHV�IRU

FRVPHWLF� DGMXVWPHQWV� LQ� FDSLWDO� UDWLRV�� 1HZ� LQWHUQDWLRQDO� EDQNLQJ

VWDQGDUGV� QHHG� WR� VHW� RXW� FOHDUO\� WKH� FULWHULD� DQG� UXOHV� IRU� NH\

DGHTXDF\� UDWLRV� LQ� FRQMXQFWLRQ� ZLWK� UXOHV� IRU� FODVVLI\LQJ� ORDQV�

SURYLVLRQV�IRU�ORDQ�ORVVHV��DQG�LOOHJDO�DFFRXQWLQJ�GHYLFHV��)LQDOO\��LW�LV

LPSRUWDQW� WR� UHPHPEHU� WKDW� VXSHUYLVLRQ� DQG� UHJXODWLRQ� DUH� QHLWKHU

LQIDOOLEOH�QRU�OLNHO\�WR�SURYH�VXIILFLHQW�WR�PHHW�DOO�WKH�LQWHQGHG�JRDOV�

7KH�%DVOH�VWDQGDUGV��DV�RSWLPDO�DV�WKH\�FDQ�EH��FDQQRW�VXEVWLWXWH�IRU�D

EDQN¶V� RZQ� LQWHUQDO� VFUXWLQ\� RI� WKH� PDUNHW� SDUWLFLSDQWV�� DQG� WKH

PDUNHW¶V�VFUXWLQ\�RI� WKH�EDQNV��7KHUHIRUH��HYHU\�DWWHPSW�RXJKW� WR�EH

PDGH� WR� LQFUHDVH� WKH� TXDQWLW\� DQG� TXDOLW\� RI� VXFK� LQIRUPDWLRQ� IURP

WKH�UHJXODWHG�EDQNV�WKHPVHOYHV�
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1RWHV

�� *ROGVWHLQ� ������� VXJJHVWV� WKDW� RQH� RI� WKH� FDXVHV� RI� EDQNLQJ

FULVHV� LQ� GHYHORSLQJ� FRXQWULHV� LV� LQDGHTXDWH� SUHSDUDWLRQ� IRU

ILQDQFLDO� OLEHUDOLVDWLRQ��.DPLQVN\�DQG�5HLQKDUW� �������FRQILUP

WKLV�E\�UHSRUWLQJ�WKDW�WKH�ILQDQFLDO�VHFWRU�KDG�EHHQ�OLEHUDOLVHG�DW

VRPH� SRLQW� GXULQJ� WKH� SUHYLRXV� ILYH� \HDUV� LQ� ��� RXW� RI� ��

EDQNLQJ�FULVHV�WKH\�ORRNHG�DW�

�� 7KH� Q� ODJ� SHULRG� ZLOO� EH� FKRVHQ� VHSDUDWHO\� IRU� HDFK� FRXQWU\

EDVHG�RQ�WKH�WLPH�ZKHQ�WKH�OLEHUDOLVDWLRQ�SURFHVV�VWDUWHG��0DQ\

VWXGLHV� KDYH� LQGLFDWHG� WKDW� EDQNLQJ� VHFWRU� SUREOHPV� ZHUH

SUHFHGHG�E\�VWURQJ�FUHGLW�JURZWK��3LOO�DQG�3UDGKDQ��������

�� 3HULRGV�RI�GLVWUHVV� LQ� WKH�EDQNLQJ�VHFWRU�ZHUH�GHILQHG�DV�FULVHV

ZKHQ�RQH�RI�WKH�IROORZLQJ�FRQGLWLRQV�ZHUH�IXOILOOHG�

D�� WKH� UDWLR� RI� QRQ�SHUIRUPLQJ� DVVHWV� WR� WRWDO� DVVHWV� H[FHHGHG

���

E�� WKH�FRVW�RI�WKH�UHVFXH�RSHUDWLRQ�ZDV�DW�OHDVW����RI�*'3�

F�� H[WHQVLYH� EDQN� UXQV�HPHUJHQF\� PHDVXUHV� VXFK� DV� GHSRVLW

IUHH]HV�� SURORQJHG� EDQN� KROLGD\V�� RU� JHQHUDOLVHG� GHSRVLW

JXDUDQWHHV� HQDFWHG� E\� WKH� JRYHUQPHQW� LQ� UHVSRQVH� WR� WKH

FULVLV�

G��EDQNLQJ� VHFWRU� SUREOHPV� UHVXOWLQJ� LQ� D� ODUJH�VFDOH

QDWLRQDOLVDWLRQ�RI�EDQNV�

�� 7KLV�GHULYDWLYH�VKRZV�WKDW�WKH�UDWH�RI�FKDQJH�LQ�SUREDELOLW\�ZLWK

UHVSHFW� WR�;� LQYROYHV�ERWK�%�DQG� WKH� OHYHO�RI� SUREDELOLW\� IURP

ZKLFK�WKH�FKDQJH�LV�PHDVXUHG��7KLV�YDOXH�LV�JUHDWHVW�ZKHQ�3 ���

�� 7KH�QXPEHU�RI�PHUFKDQW�EDQNV�URVH�IURP���LQ������WR�DOPRVW���

LQ�������-DH�.ZRQ��������

�� 6FKROHV��:LOVRQ��DQG�:ROIVRQ��������H[DPLQHG�WKH�UHFRJQLWLRQ

RI�VHFXULWLHV�JDLQV�DQG�ORVVHV�IRU�D�VDPSOH�RI�PRVWO\�YHU\�ODUJH

EDQNV��7KH\�IRXQG�HYLGHQFH�WKDW�EDQNV�ZLWK�ORZHU�FDSLWDO�UDWLRV
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DUH�OLNHO\�WR�KDYH�VPDOOHU�UHFRJQLVHG�ORVVHV�RU�ODUJHU�UHFRJQLVHG

JDLQV� WKDQ� EDQNV� ZLWK� KLJKHU� FDSLWDO� UDWLRV�� &DUH\� ������

H[DPLQHG�VHFXULWLHV�VDOHV�IURP�LQYHVWPHQW�SRUWIROLRV��DQG�JDLQV

WUDGLQJ� IRU�D� VDPSOH�RI�PRUH� WKDQ������FRPPHUFLDO�EDQNV��+H

IRXQG� WKDW� PRVW� JDLQV� WUDGLQJ� LV� GRQH� WR� ERRVW� HDUQLQJV� RU� WR

VPRRWK�HDUQLQJV��5HODWLYHO\�IHZ�EDQNV�DSSHDU�WR�HQJDJH�LQ�JDLQV

WUDGLQJ�WR�ERRVW�WKHLU�FDSLWDO�DFFRXQW�
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7DEOH �� &UHGLW *URZWK LQ (DVW $VLDQ &RXQWULHV ��������� ���

&RXQWU\ $QQXDO *URZWK RI

/RDQV

/RDQ *URZWK�

*'3 *URZWK

1HW 'RPHVWLF &UHGLW�*'3

���� ����

,QGRQHVLD �� ��� �� ��

.RUHD �� ��� �� ��

0DOD\VLD �� ��� �� ���

7KDLODQG �� ��� �� ���

6RXUFH� :RUOG %DQN ������

7DEOH �� &DSLWDO $GHTXDF\ 'LVWULEXWLRQ RI %DQNV LQ 7KDLODQG� .RUHD� DQG ,QGRQHVLD

�LQ SHUFHQW�

&RXQWU\ $YHUDJH &$ 5DWLR /RZ &$ +LJK &$

7KDLODQG ��� �� ��

.RUHD ��� �� ��

,QGRQHVLD ���� �� ��

*ROGVWHLQ ������� &HQWUDO %DQN 5HSRUWV ������ �����
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7DEOH����,QGLFDWRUV�RI�VWUHQJWK�DQG�TXDOLW\�RI�EDQN�UHJXODWLRQV�LQ�VHOHFWHG�(DVW�$VLDQ

FRXQWULHV

&RXQWU\ (QIRUFHPHQW�RI�5HJXODWLRQV 4XDOLW\ RI %DQN 6XSHUYLVLRQ

,QGRQHVLD :HDN :HDN

.RUHD :HDN )DLU

7KDLODQG )DLU :HDN

6RXUFH� 4XDOLW\ RI %DQN 6XSHUYLVLRQ� &ODHVVHQV DQG *ODHVVQHU ������� IRU (QIRUFHPHQW RI UHJXODWLRQV �5HLVHQ� �����
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)LJXUH �� 3ORW RI (VWLPDWHG 3UREDELOLWLHV DV )XQFWLRQV RI +0( E\ XVLQJ /RZ DQG +LJK &$

EDQNV

)LJXUH �� 3ORW RI (VWLPDWHG 3UREDELOLWLHV DV )XQFWLRQV RI +05 E\ XVLQJ /RZ DQG +LJK &$

EDQNV

�� +LJK &$

� � � � � /RZ &$

�� +LJK &$

� � � � � /RZ &$
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5HIHUHQFHV

%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQWV����������
WK
�$QQXDO�5HSRUW��%DVOH�

%,6�

%DQN�RI�7KDLODQG��������6XSHUYLVLRQ�5HSRUW����������%DQJNRN��%DQN

RI�7KDLODQG�

&DOYR�� *��� DQG� 5HLQKDUW�� &��� ������� 7KH� &DSLWDO� ,QIORZV� 3UREOHP�

&RQFHSWV� DQG� ,VVXHV��&RQWHPSRUDU\� (FRQRPLF� 3ROLF\�� ���� ���

���

&DSULR��*��� �������%DQNLQJ�&ULVHV�� ([SHQVLYH�/HVVRQV� IURP�5HFHQW

)LQDQFLDO� &ULVHV�� PLPHR�� 'HYHORSPHQW� 5HVHDUFK� *URXS�

:DVKLQJWRQ�'�&���:RUOG�%DQN�

&DSULR�� *��� DQG� .OLQJHQELHO�� '��� ������� 'HDOLQJ� ZLWK� %DQN

,QVROYHQFLHV�� &URVV� &RXQWU\� ([SHULHQFH�� :RUNLQJ� 3DSHU�

:DVKLQJWRQ�'�&��:RUOG�%DQN�

&KDQJ�� 5��� DQG� 9HODVFR�� $��� ������� )LQDQFLDO� &ULVHV� LQ� (PHUJLQJ

0DUNHWV��$�&DQRQLFDO�0RGHO��:RUNLQJ�3DSHU��)HGHUDO�5HVHUYH

%DQN�RI�$WODQWD�

&ODHVVHQV�� 6��� DQG�*ODHVVQHU�� 7��� �������7KH� ,QWHUQDWLRQDOLVDWLRQ� RI

)LQDQFLDO� 6HUYLFHV� LQ� $VLD�� 3ROLF\� 5HVHDUFK� 3DSHU� �����

:DVKLQJWRQ�'�&���:RUOG�%DQN�

'HPLUJXF�.XQW�� $��� DQG� 'HWULJDFKH�� (��� ������� ³)LQDQFLDO

/LEHUDOLVDWLRQ� DQG� )LQDQFLDO� )UDJLOLW\�´� 3DSHU� SUHVHQWHG� WR� WKH

$QQXDO� :RUOG� %DQN� &RQIHUHQFH� RQ� 'HYHORSPHQW� (FRQRPLFV�

:DVKLQJWRQ��'�&���$SULO�

(QJOLVK�� :��� ������� ,QIODWLRQ� DQG� )LQDQFLDO� 6HFWRU� 6L]H�� )HGHUDO

5HVHUYH�%RDUG��)LQDQFH�DQG�(FRQRPLFV�'LVFXVVLRQ�3DSHU�6HULHV

1R�������:DVKLQJWRQ�'�&�
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)LWFK�,%&$��'$7$%$6(�UHVRXUFHV��YDULRXV�\HDUV�

)RONHUWV�/DQGDX�� '��� HW� DO�� ������� (IIHFW� RI� &DSLWDO� )ORZV� RQ� WKH

'RPHVWLF�)LQDQFLDO�6HFWRUV� LQ�$3(&�'HYHORSLQJ�&RXQWULHV�� LQ

.KDQ��0��� DQG�5HLQKDUW�� &��� �HGV��&DSLWDO� )ORZV� LQ� WKH� $3(&

5HJLRQ��2FFDVLRQDO�3DSHU�1R�������:DVKLQJWRQ�'�&���,0)�

*DOELV�� 9��� ������� +LJK� 5HDO� ,QWHUHVW� 5DWHV� XQGHU� )LQDQFLDO

/LEHUDOLVDWLRQ��,V�WKHUH�D�3UREOHP"�,0)�:RUNLQJ�3DSHU�1R����

,0)� ������� ������� ,QWHUQDWLRQDO� &DSLWDO� 0DUNHWV�� 'HYHORSPHQWV�

3URVSHFWV��DQG�.H\�,VVXHV��:DVKLQJWRQ�'�&���,0)�

-DH�.ZRQ��2����������0DQDJLQJ�WKH�FULVLV��7KH�FDVH�RI�.RUHD��3DSHU

SUHVHQWHG�DW�WKH�$'%�VHPLQDU�RQ�,QWHUQDWLRQDO�)LQDQFH��7RN\R�

1RYHPEHU�

.DPLQVN\��*���DQG�5HLQKDUW��&����������7KH�WZLQ�FULVHV��7KH�&DXVHV

RI� %DQNLQJ� DQG� %DODQFH� RI� 3D\PHQW� 3UREOHPV�� PLPHR�

:DVKLQJWRQ�'�&���%RDUG�RI�*RYHUQRUV�RI�WKH�)HGHUDO�5HVHUYH

/LQGJUHQ��&���*DUFLD��*��� DQG�6DDO��0��� �������%DQN�6RXQGQHVV� DQG

0DFURHFRQRPLF�3ROLF\��:DVKLQJWRQ�'�&���,0)�

/R��$��� ������� /RJLW� YHUVXV� 'LVFULPLQDQW� $QDO\VLV�� $� 6SHFLILFDWLRQ

WHVW� DQG� $SSOLFDWLRQ� WR� &RUSRUDWH� %DQNUXSWF\�� -RXUQDO� RI

(FRQRPHWULFV��9RO������SS���������

/RQJ��0���DQG�9LWWDV��'��� �������&KDQJLQJ� WKH�UXOHV�RI� WKH�JDPH�� LQ

9LWWDV��'����HG��)LQDQFLDO�UHJXODWLRQ��&KDQJLQJ�WKH�5XOHV�RI�WKH

*DPH��:DVKLQJWRQ�'�&����:RUOG�%DQN�

0LOOHU��0���DQG�/XDQJDUDP��3����������)LQDQFLDO�&ULVLV�LQ�(DVW�$VLD�

%DQN�5XQV��$VVHW�%XEEOHV�DQG�$QWLGRWHV��&HQWUH�IRU�WKH�6WXG\�RI

*OREDOLVDWLRQ� DQG� 5HJLRQDOLVDWLRQ�� :RUNLQJ� 3DSHU� ������

8QLYHUVLW\�RI�:DUZLFN�
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0LVKNLQ�� )��� ������� 8QGHUVWDQGLQJ� )LQDQFLDO� &ULVHV�� $� 'HYHORSLQJ

&RXQWU\� 3HUVSHFWLYH�� 1%(5� :RUNLQJ� 3DSHU� 1R�� �����

&DPEULGJH��0$�

3LOO��+��� DQG�3UDGKDQ��0��� ������� )LQDQFLDO� ,QGLFDWRUV� DQG�)LQDQFLDO

&KDQJH�LQ�$IULFD�DQG�$VLD��,0)�:RUNLQJ�3DSHU�1R����

5DKPDQ��=����������7KH�5ROH�RI�$FFRXQWLQJ�DQG�'LVFORVXUH�VWDQGDUGV

LQ� WKH� (DVW� $VLDQ� )LQDQFLDO� &ULVLV�� /HVVRQV� /HDUQHG�� PLPHR�

*HQHYD��81&7$'�

5HLVHQ�� +��� ������� 'RPHVWLF� &DXVHV� RI� &XUUHQF\� &ULVHV�� 3ROLF\

/HVVRQV� IRU�&ULVLV�$YRLGDQFH��7HFKQLFDO� 3DSHU�1R�� ����� 3DULV�
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