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7KLV�SDSHU�DUJXHV�WKDW�WKH�RSHUDWLRQ�RI�WKH�ILQDQFLDO�VHFWRU�DV�D�ZKROH�ZLOO�QRW

EH�DV�HIIHFWLYH�LI�PDUNHW�GLVFLSOLQH� LV� UHOLHG�XSRQ�DV� WKH�RQO\� WRRO�RI� ILQDQFLDO

UHJXODWLRQ��%HIRUH�HQDFWLQJ�DQ\�LQFHQWLYH�PHFKDQLVPV�� WKHUH�PXVW�EH�DGHTXDWH

EXLOW�LQ�PHDVXUHV�WR�SUHYHQW�WKH�H[SORLWDWLRQ�RI�LQIRUPDWLRQ�DV\PPHWULHV�DV�ZHOO

DV� JUHDWHU� KDUPRQLVDWLRQ� DQG� FR�RUGLQDWLRQ� RI� UHJXODWRU\� VWDQGDUGV� EHWZHHQ

FRXQWULHV�� 7KH� SDSHU� FRQVLGHUV� WKH� �LQFHQWLYH� SUREOHP�� LQ� UHJXODWLRQ� XVLQJ� D

SULQFLSDO�DJHQW�IUDPHZRUN�DQG�WKH�GHVLJQ�RI�DQ�LQFHQWLYH�FRPSDWLEOH�UHJXODWRU\

V\VWHP� ZKLFK� HQFRXUDJHV� SUXGHQW� EHKDYLRXU� DQG� HIILFLHQW� ILQDQFLDO

LQWHUPHGLDWLRQ��7KH�GLVFXVVLRQ�FRQWLQXHV�E\�DVVHVVLQJ�WKH�QDWXUH�RI�WKH�WUDGH�RII

EHWZHHQ� LQFHQWLYH� DQG� UXOH� EDVHG� UHJXODWLRQ� E\� DQDO\VLQJ� WKH� LQWHUDFWLRQ

EHWZHHQ�UHJXODWRU\�DQG�DJHQF\�LQFHQWLYHV��7KH�SDSHU�FRQFOXGHV�E\�FRQVLGHULQJ

WKH� FKDOOHQJHV� LQ� GHVLJQLQJ� DSSURSULDWH� LQFHQWLYH� PHFKDQLVPV� WR� UHJXODWH

ILQDQFLDO�PDUNHWV�

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

.H\ZRUGV��LQFHQWLYHV��PDUNHW�GLVFLSOLQH��ILQDQFLDO�UHJXODWLRQ
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7KH� UHJXODWRU\�HQYLURQPHQW� IRU� WKH� ILQDQFLDO� VHFWRU�RI� DQ\�HFRQRP\

LQFOXGHV� ODZV� JRYHUQLQJ� ILQDQFLDO� LQVWLWXWLRQV�� VHFXULWLHV� PDUNHW

UHJXODWLRQV�� DQG� RWKHU� UHJXODWLRQV� DQG� DJUHHPHQWV�� 7KHVH� ODZV� DQG

UHJXODWLRQV� GLUHFW� WKH� VHW� RI� SHUPLVVLEOH� DFWLYLWLHV� IRU� ILQDQFLDO� DQG

QRQ�ILQDQFLDO�LQVWLWXWLRQV��FRQWURO�WKH�GLIIHUHQW�GHJUHHV�RI�FRPSHWLWLRQ

DQG�FRQWHVWDELOLW\� LQ� WKH� ILQDQFLDO� VHFWRU�� DQG� GHILQH� LQ� D� VLJQLILFDQW

ZD\� WKH� LQFHQWLYH� IUDPHZRUN� XQGHU� ZKLFK� ILQDQFLDO�LQWHUPHGLDWLRQ

WDNHV�SODFH�E\�SURYLGLQJ�WKH�QHFHVVDU\�HQIRUFHPHQW�DQG�H[LW�UXOHV��,Q

WKH�HQG��LW�LV�GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�WKHVH�ODZV�ZKLFK�WR�D�ODUJH

GHJUHH�FDQ�GHWHUPLQH�WKH�VWDELOLW\�DQG�HIILFLHQF\�RI�ILQDQFLDO�PDUNHWV

ERWK�RQ�QDWLRQDO�DQG�LQWHUQDWLRQDO�OHYHOV��+RZHYHU��DV�WKHRUHWLFDO�DQG

HPSLULFDO� HYLGHQFH� KDV� ORQJ� LQGLFDWHG�� WKHUH� LV� D� WUDGH�RII� EHWZHHQ

DVVXULQJ� VDIHW\� DQG� VRXQGQHVV� RI� ILQDQFLDO� LQVWLWXWLRQV� DQG� IRVWHULQJ

DQ�HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV��7KH�GHVLJQ�RI�D�ZHOO�IXQFWLRQLQJ

VDIHW\� QHW� LV� RQH� H[DPSOH� RI� DQ� LPSRUWDQW� WUDGH�RII� LQ� WKLV� UHJDUG

ZKLFK�FDQ�VLPXOWDQHRXVO\�PLQLPLVH�UHJXODWRU\�IRUEHDUDQFH�DV�ZHOO�DV

SURYLGH� WKH� DSSURSULDWH� LQFHQWLYHV� IRU� EDQNV� WR� DFW� SUXGHQWO\� ZKLOH

SURPRWLQJ�V\VWHPLF�VWDELOLW\�

7KLV�SDSHU�DUJXHV�WKDW�WKH�RSHUDWLRQ�RI�WKH�ILQDQFLDO�VHFWRU�DV�D�ZKROH

ZLOO�QRW�EH�DV�HIIHFWLYH�LI�PDUNHW�GLVFLSOLQH�LV�UHOLHG�XSRQ�DV�WKH�RQO\

WRRO�RI�ILQDQFLDO�UHJXODWLRQ��,I�WKLV�LV�WKH�FDVH��WKHUH�QHHGV�WR�EH�DW�OHDVW

DQ�LQFHQWLYH�FRPSDWLEOH�IUDPHZRUN�LQ�SODFH�DSULRUL��0RUHRYHU��EHIRUH

HQDFWLQJ� DQ\� LQFHQWLYH�PHFKDQLVPV�� WKHUH�PXVW� EH� DGHTXDWH� EXLOW�LQ

PHDVXUHV� WR� SUHYHQW� WKH� H[SORLWDWLRQ� RI� LQIRUPDWLRQ� DV\PPHWULHV� DV

ZHOO� DV� JUHDWHU� KDUPRQLVDWLRQ� DQG� FR�RUGLQDWLRQ� RI� UHJXODWRU\

VWDQGDUGV�EHWZHHQ�FRXQWULHV��7KH�UHFHQW�DOORZDQFH�E\�WKH������%DVHO

3URSRVDOV� IRU� ILQDQFLDO� LQVWLWXWLRQV� WR� XVH� H[WHUQDO� DVVHVVPHQWV� RI

SULYDWH� FUHGLW� UDWLQJ� DJHQFLHV� DV� ZHOO� DV� WKHLU� RZQ� LQWHUQDO� UDWLQJV

PRGHOV� WR�GHWHUPLQH�FDSLWDO� VWDQGDUGV� LV� DQ� H[DPSOH�RI� DQ� LQFHQWLYH

PHFKDQLVP� ZKLFK� KDV� EHHQ� XVHG� WR� SURPRWH� WKH� LGHD� RI� PDUNHW
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GLVFLSOLQH�� $Q� DSSURSULDWH� LQFHQWLYH� IUDPHZRUN�� DV� RXWOLQHG� LQ� WKH

SURSRVDO�� LQFOXGHV� D� UHJXODWRU\� DQG� VXSHUYLVRU\� IUDPHZRUN�

DFFRXQWLQJ�UXOHV�DQG�SUDFWLFHV��DQG�GLVFORVXUH�UHTXLUHPHQWV��+RZHYHU�

EHWWHU� LQIRUPDWLRQ� GLVFORVXUH� DORQH� ZLOO� QRW� VXIILFH� DV� ORQJ� DV� WKH

LQFHQWLYHV� IRU� H[FHVVLYH� ULVN� WDNLQJ� UHPDLQ�� 7KDW� LV�� ZLWKRXW� WKH

DSSURSULDWH�GHVLJQ�IRU�HQIRUFHPHQW�DOEHLW�WKURXJK�PDUNHW�GLVFLSOLQDU\

PHDVXUHV��WKH�XVH�RI�LQWHUQDO�UDWLQJV�PRGHOV�DQG�H[WHUQDO�DVVHVVPHQWV

FRXOG� EH� VXEMHFW� WR� VWURQJ� LQFHQWLYHV� IRU� PDQLSXODWLRQ� WKURXJK

H[FHVVLYH� ULVN� WDNLQJ�� 7KH� SDSHU� EHJLQV� E\� EULHIO\� FRQVLGHULQJ� WKH

³LQFHQWLYH�SUREOHP´�LQ�UHJXODWLRQ�XVLQJ�D�SULQFLSDO�DJHQW�IUDPHZRUN�

7KH�IROORZLQJ�VHFWLRQ�FRQVLGHUV�WKH�GHVLJQ�RI�DQ�LQFHQWLYH�FRPSDWLEOH

UHJXODWRU\�V\VWHP�ZKLFK�HQFRXUDJHV�SUXGHQW�EHKDYLRXU� DQG�HIILFLHQW

ILQDQFLDO� LQWHUPHGLDWLRQ�� 7KH� GLVFXVVLRQ� FRQWLQXHV� E\� DVVHVVLQJ� WKH

QDWXUH�RI�WKH�WUDGH�RII�EHWZHHQ�LQFHQWLYH�DQG�UXOH�EDVHG�UHJXODWLRQ�E\

DQDO\VLQJ�WKH�LQWHUDFWLRQ�EHWZHHQ�UHJXODWRU\�DQG�DJHQF\�LQFHQWLYHV��$

GHWDLOHG�DQDO\VLV�RI�VRPH�VSHFLILF� LQFHQWLYH�SUREOHPV� IURP� WKH�����

%DVHO� 3URSRVDOV� DQG� SRVVLEOH� VROXWLRQV� IROORZV� LQ� WKH� QH[W� VHFWLRQ�

7KH� SDSHU� FRQFOXGHV� E\� FRQVLGHULQJ� WKH� FKDOOHQJHV� LQ� GHVLJQLQJ

DSSURSULDWH�LQFHQWLYH�PHFKDQLVPV�WR�UHJXODWH�ILQDQFLDO�PDUNHWV�

���%DFNJURXQG

7ZR� FUXFLDO� FKDUDFWHULVWLFV� RI� WKH� UHJXODWRU¶V� SUREOHP� DUH�� �D�� WKH

RSSRUWXQLW\�IRU�WKH�ILUP�WR�LPSURYH�LWV�HFRQRPLF�SD\RIIV�E\�HQJDJLQJ

LQ� XQREVHUYHG�� VRFLDOO\� FRVWO\� EHKDYLRXU� RU� ³DEXVH´� �E�� WKH� LQIHULRU

LQIRUPDWLRQ� VHW� RI� WKH� UHJXODWRU� UHODWLYH� WR� WKH� ILUP�� 7KHVH

FKDUDFWHULVWLFV�DUH�UHODWHG�VLQFH�DEXVH�ZRXOG�QRW�EH�XQREVHUYHG�LI�WKH

UHJXODWRU�KDG�FRPSOHWH�LQIRUPDWLRQ��7KH�EDVLF�LGHD�±�WKDW�WKH�ILUP�KDV

DQ�LQIRUPDWLRQ�DGYDQWDJH�DQG�WKDW�WKLV�JLYHV�WKH�ILUP�WKH�RSSRUWXQLW\

WR� WDNH� VHOI�LQWHUHVWHG� DFWLRQV� ±� LV� WKH� VWDQGDUG�SULQFLSDO�DJHQW� DQG

PRUDO� KD]DUG� DUJXPHQW�� 7KH� PRUH� LQWHUHVWLQJ� LVVXH� LV� KRZ� WKLV

LQIRUPDWLRQ�DV\PPHWU\�DQG�WKH�UHVXOWLQJ�LQHIILFLHQFLHV�DUH�SOD\HG�RXW

LQ�D�UHJXODWRU\�VHWWLQJ�

'RHV�WKH�ILUP�KDYH�EHWWHU�LQIRUPDWLRQ"�3HUKDSV�WKH�EHVW�HYLGHQFH�WKDW

UHJXODWRUV�SRVVHVV�LQIHULRU�LQIRUPDWLRQ�WR�WKH�ILUP�LV�WKH�IDFW�WKDW�WKH\
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HPSOR\� LQFHQWLYH� PHFKDQLVPV� UDWKHU� WKDQ� UHO\LQJ� FRPSOHWHO\� RQ

H[SOLFLW� GLUHFWLYHV�� )RU� H[DPSOH�� JRYHUQPHQWV� KDYH� WULHG� WR� SURPRWH

VHFXULW\� E\� UHGXFLQJ� DEXVLYH� SUDFWLVHV� LQ� GLIIHUHQW� HQYLURQPHQWV� QRW

RQO\� WKURXJK� GLUHFW� TXDQWLWDWLYH� OLPLWV� EXW� DOVR� WKURXJK� ERQXV

VFKHPHV�� )RU� H[DPSOH�� VWDWHV� KDYH� DWWHPSWHG� WR� SURPRWH� HQHUJ\

FRQVHUYDWLRQ�ZKLFK�LV�WKRXJKW�WR�EHQHILW�VRFLHW\�E\�UHGXFLQJ�SROOXWLRQ

DQG� VORZLQJ� WKH� FRQVXPSWLRQ� RI� IRVVLO� IXHOV�� $OWKRXJK� UHJXODWRUV

FRXOG�UHO\�VROHO\�RQ�GLUHFW�RUGHUV��RIWHQ�WKH\�RIIHU�D�ERQXV�WR�DQ\�ILUP

LQYHVWLQJ�LQ�HQHUJ\�FRQVHUYDWLRQ��5HJXODWRUV�EHOLHYH�WKDW�WKH�ILUP�KDV

EHWWHU�LQIRUPDWLRQ�DERXW�WKH�FRVWV�DQG�EHQHILWV�RI�FRQVHUYDWLRQ�DQG�WKH

WHFKQRORJ\� IRU� DFKLHYLQJ� LW�� DQG� D� EHWWHU� UHVXOW� FDQ� EH� REWDLQHG� E\

SURYLGLQJ�LQFHQWLYHV�UDWKHU�WKDQ�GLUHFWLYHV��$�VLPLODU�DQDORJ\�FRXOG�EH

PDGH�IRU�FRQWDLQLQJ�V\VWHPLF�ULVN�LQ�FDSLWDO�PDUNHWV�WKURXJK�LQFHQWLYH

EDVHG�ILQDQFLDO�UHJXODWLRQ�

6\VWHPLF� ULVN� LV� WR� ILQDQFLDO� PDUNHWV� ZKDW� GLUW\� VPRNH� LV� WR� WKH

HQYLURQPHQW��,Q�FDOFXODWLQJ�WKH�FRVW�RI�SURGXFWLRQ��WKH�IDFWRU\�RZQHU

IDLOV�WR�DFFRXQW�IRU�WKH�FRVWV�ZKLFK�WKH�VPRNLQJ�FKLPQH\�LPSRVHV�RQ

VRFLHW\�� 7KH� GLUW\� VPRNH� LV� DQ� H[WHUQDOLW\�� ,WV� SURGXFWLRQ� KDV� DQ

LPSDFW�RQ�WKH�ZHOIDUH�RI�VRFLHW\��EXW�WKDW�LPSDFW�LV�H[WHUQDO�DQG�LW�LV

QRW�SULFHG�WKURXJK�WKH�PDUNHW��7KH�IDFWRU\�RZQHU�GRHV�QRW�SD\�IRU�WKH

H[WUD�FRVWV�RI�ODXQGU\�RU�IRU�WKH�PHGLFDO�ELOOV�WKH�VPRNH�SUHFLSLWDWHV�

7KLV�IDLOXUH�LQWURGXFHV�D�IXQGDPHQWDO�VKRUWFRPLQJ�LQWR�WKH�ZRUNLQJV

RI�WKH�PDUNHW�VR�WKDW�WKH�FRVWV�WR�WKH�IDFWRU\�GR�QRW�UHIOHFW�WKH�FRVWV�RI

WKH�SROOXWLRQ�WR�VRFLHW\�DV�D�ZKROH��7KH�UHVXOW�LV�SROOXWLRQ��7KH�IDFWRU\

SURGXFHV� PRUH� VPRNH� WKDQ� ZRXOG� EH� WKH� FDVH� LI� DOO� VRFLHW\¶V� FRVWV

ZHUH�DFFRXQWHG�IRU�LQ�WKH�IDFWRU\¶V�EDODQFH�VKHHW��6LPLODUO\��ILQDQFLDO

ILUPV�GR�QRW�DOZD\V�SULFH�WKH�FRVWV�WKDW�WKHLU�ORVVHV�PLJKW�LPSRVH�RQ

VRFLHW\�DV�D�ZKROH�LQWR�WKHLU�DFWLYLWLHV��7DNLQJ�ULVNV�LV�ZKDW�ILQDQFLDO

LQVWLWXWLRQV� DUH� IRU�� EXW� PDUNHWV� LQ� UHIOHFWLQJ� RQO\� WKH� SULYDWH

FDOFXODWLRQ�RI�ULVN��XQGHUSULFH�WKH�ULVN�IDFHG�E\�VRFLHW\��&RQVHTXHQWO\�

VLPLODU� WR� SROOXWLRQ�� LQYHVWRUV� LQ� IUHH� PDUNHWV� PD\� SDUWLFLSDWH� LQ

H[FHVVLYH� ULVN� WDNLQJ�� �(DWZHOO� DQG� 7D\ORU�� ������� $V� ZLWK

HQYLURQPHQWDO�SROOXWLRQ��ILQDQFLDO�UHJXODWRUV�FRXOG�FKRRVH�WR�OLPLW�WKH

ILQDQFLDO�DFWLYLWLHV�RI�ILUPV�WKURXJK�GLUHFW�FRQWUROV��+RZHYHU��DV�ZLWK

WKH� ILUPV�ZKLFK� LQYHVW� LQ� HQHUJ\� FRQVHUYDWLRQ�� ILQDQFLDO� ILUPV� KDYH



�

EHWWHU�LQIRUPDWLRQ�DERXW�WKH�FRVWV�RI�WKHLU�DFWLYLWLHV�WKDQ�WKH�UHJXODWRU

DQG� DUH� SUREDEO\� PRUH� NQRZOHGJHDEOH� DERXW� WKH� ULVNV� WKH\� IDFH�

0RUHRYHU��JLYHQ�WKH�KLJKO\�G\QDPLF�DQG�LQQRYDWLYH�QDWXUH�RI�WRGD\¶V

ILQDQFLDO� PDUNHWV� ZLWK� WKHLU� YDULRXV� LQVWUXPHQWV�� UHJXODWRUV� PLJKW

HYHQ�EH�DW�D�JUHDWHU�GLVDGYDQWDJH�WKDQ�WKHLU�FRXQWHUSDUWV�ZKR�UHJXODWH

WKH� QDWXUDO� HQYLURQPHQW�� 7KXV�� JLYHQ� WKH� JUHDWHU� LQIRUPDWLRQ

DV\PPHWULHV� LQ� WKLV� VHWWLQJ�� LQFHQWLYH� PHFKDQLVPV� PLJKW� EH

VLJQLILFDQWO\� PRUH� HIIHFWLYH� WKDQ� XVLQJ� H[SOLFLW� GLUHFWLYHV� RQ� WKHLU

RZQ�

7KH�DIRUHPHQWLRQHG�FRQGLWLRQV�H[LVW�WR�VRPH�H[WHQW�GXH�WR�WKH�LQIHULRU

TXDOLW\� DQG�TXDQWLW\�RI� LQIRUPDWLRQ� UHFHLYHG�E\� UHJXODWRUV� DERXW� WKH

FLUFXPVWDQFHV� RI� DQ\� UHJXODWHG� ILUP� UHODWLYH� WR� WKH� ILUP¶V� RZQ

LQIRUPDWLRQ� UHVRXUFHV��7KLV� LV� WUXH�EHFDXVH� WKH� ILUP� LV� WKH� VRXUFH�RI

YLUWXDOO\�DOO� WKH� UHJXODWRU¶V� LQIRUPDWLRQ�� DQG� WKH� ILUP�FDQ�HIIHFWLYHO\

ILOWHU�PXFK�RI�WKDW�LQIRUPDWLRQ��7KH�ILUP¶V�PDQDJHUV�DUH�OLNHO\�WR�KDYH

EHWWHU� LQIRUPDWLRQ� GHVSLWH� WKH� EHVW� HIIRUWV� RI� UHJXODWRUV� WR� VWD\

LQIRUPHG�� DQG� WKH� DV\PPHWU\� LV� GHOLEHUDWHO\� H[DFHUEDWHG� E\� WKH

FKRLFH�RI�D�MXGLFLDO�W\SH�SURFHVV�IRU�PDNLQJ�UHJXODWRU\�GHFLVLRQV��,W�LV

QRW�WKDW�UHJXODWRUV�DUH�XQDZDUH�RI�ZKDW�LW�LV�WKH\�UHJXODWH�HVSHFLDOO\�DV

WKH\� FROOHFW� PXFK� LQIRUPDWLRQ� DERXW� ILUPV� RYHU� WLPH�� +RZHYHU�

DOWKRXJK�WKH�UHJXODWRU�LV�EHWWHU�LQIRUPHG�FRPSDUHG�WR�WKH�FRQVXPHUV�

KLV�KHU�LQIRUPDWLRQ�DERXW�D�ILUP�ZLOO�DOZD\V�EH�LQIHULRU�UHODWLYH�WR�WKH

LQIRUPDWLRQ�ZKLFK�D�ILUP�LWVHOI�SRVVHVVHV�

5HJXODWLRQ� LWVHOI� LV� DQ� LQFHQWLYH� PHFKDQLVP�� 7KH� UHJXODWRU� DQG� WKH

ILUP� DUH� HQJDJHG� LQ� D� VWUDWHJLF� JDPH� LQ� ZKLFK� HDFK� SDUW\� WULHV� WR

PD[LPLVH� WKH� EHQHILWV� RI� LWV� UH�DFWLRQV� UHODWLYH� WR� WKH� RWKHU� SDUW\¶V

DFWLRQV�� (YHU\� DVSHFW� RI� UHJXODWLRQ� LQFOXGLQJ� DFFRXQWLQJ� UXOHV�

PDQDJHPHQW�VWDQGDUGV��HWF���KDV�DQ�HIIHFW�RQ�WKH�LQFHQWLYHV�RI�WKH�ILUP

WR�EH�HIILFLHQW��,Q�PDQ\�ZD\V��LW�LV�QRW�WKDW�UHJXODWRUV�DUH�HYHU�RIIHUHG

WKH�GHFLVLRQ�RI�ZKHWKHU�WR�XVH�LQFHQWLYHV��EXW�UDWKHU�KRZ�WR�XVH�WKHP

WR�SURPRWH�WKH�SXEOLF�JRRG��RU�V\VWHPLF�VWDELOLW\�LQ�WKLV�FDVH�
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���$Q�,QFHQWLYH�%DVHG�(QYLURQPHQW

7KH� H[WHQW� WR� ZKLFK� H[FHVVLYH� ULVN� WDNLQJ� LV� UHVWULFWHG� WKURXJK

UHJXODWLRQ�DQG�SHQDOLVHG�E\�WKH�VXSHUYLVRU\�DXWKRULW\�DV�ZHOO�DV�E\�WKH

PDUNHW�JUHDWO\�DIIHFW�WKH�EHKDYLRXU�RI�ILQDQFLDO�LQVWLWXWLRQV��7KHUH�DUH

WKUHH�SRWHQWLDO�JURXSV�ZKLFK�FDQ�PRQLWRU� WKH�PDQDJHPHQW�RI�EDQNV�

RZQHUV��PDUNHW��DQG�VXSHUYLVRUV��7KH�PDLQ�TXHVWLRQ�DQG�WKH�IRFXV�RI

WKLV�SDSHU�LV�ZKDW� WKH�JRYHUQPHQW� FDQ�GR� WR� HQVXUH� WKDW� HDFK� H[HUWV

VXIILFLHQW� SUHVVXUH� RQ� PDQDJHUV� WR� DYRLG� H[FHVVLYH� ULVN� WDNLQJ��,Q

PRUH� GHYHORSHG� ILQDQFLDO�PDUNHWV�� DXWKRULWLHV� XVH� VHYHUDO� PHDVXUHV�

LQFOXGLQJ� HUHFWLQJ� HQWU\� EDUULHUV�� HQIRUFLQJ� PRGHVW� FDSLWDO

UHTXLUHPHQWV� DW� RU� DERYH� WKH� PLQLPXP� ��� %,6� FDSLWDO� WR� ULVN�

ZHLJKWHG� DVVHWV� UDWLR�� IDFLQJ�PDUNHW� GLVFLSOLQH� LQ�PRQH\� DQG� FDSLWDO

PDUNHWV� ZKLFK� DUH� XVXDOO\� XQFRYHUHG� E\� H[SOLFLW� JRYHUQPHQW

JXDUDQWHHV�� DQG�EHLQJ� VXSHUYLVHG�E\�RQH�RU�PRUH�RI� WKH� VXSHUYLVRU\

DJHQFLHV�� 7KH� VDPH� ULVNV� HQFRXQWHUHG� E\� VXSHUYLVRU\� DXWKRULWLHV� LQ

HPHUJLQJ�PDUNHWV�DUH�HYHQ�JUHDWHU�GXH�LQ�VRPH�SDUW�WR�WKH�VPDOO�DQG

RIWHQ�PRUH�FRQFHQWUDWHG�QDWXUH�RI�WKHLU�HFRQRPLHV��ZKHUH�VKRFNV�DUH

RIWHQ�DUH� ODUJHU�DQG�PRUH�YRODWLOH�� DQG�ZKHUH� WKH�PDUNHW¶V� DELOLW\� WR

PRQLWRU� EDQNV� LV� KDPSHUHG� E\� SRRUHU� LQIRUPDWLRQ�� 7KXV�� LQ� ERWK

LQGXVWULDOLVHG�DQG�GHYHORSLQJ�PDUNHWV��JRYHUQPHQWV�QHHG� WR�HQKDQFH

WKH� LQFHQWLYH� PHFKDQLVPV� WR� HQFRXUDJH� HDFK� RI� WKH� SRWHQWLDO

PRQLWRULQJ�JURXSV�WR�FXUE�H[FHVVLYH�ULVN�WDNLQJ�DFWLYLWLHV�E\�EDQNV�

�����7KH�5ROH�RI�,QFHQWLYHV�IRU«�2ZQHUV�DQG�&UHGLWRUV

,QYHVWRUV�RU�RZQHUV�ZKR�RZQ�HTXLW\�LQ�D�EDQN�LQ�SULQFLSOH�KDYH�ERWK

WKH�DELOLW\�DQG�WKH�LQFHQWLYH� WR�PRQLWRU� WKH�DFWLRQV�RI� WKHLU�EDQN��$V

UDWLRQDO� DJHQWV�� WKH\� WHQG� WR� SURYLGH� HIIHFWLYH� VHOI�UHJXODWLRQ� ZKHQ

WKH\� KDYH� PXFK� DW� ULVN� HLWKHU� LQ� WKH� IRUP� RI� FDSLWDO� DQG�RU� IXWXUH

H[SHFWHG�SURILWV��0RUHRYHU��ZHOO� FDSLWDOLVHG�EDQNV�DUH�XVXDOO\�EHWWHU

PRQLWRUHG� E\� WKHLU� VKDUHKROGHUV�� 2Q� WKH� RWKHU� KDQG�� VPDOO

VKDUHKROGHUV� PLJKW� WHQG� WR� IUHH� ULGH�� VR� LW� LV� LPSRUWDQW� WKDW

JRYHUQPHQW� PDNH� VXUH� WKDW� WKHUH� DUH� ODUJH� VWDNHKROGHUV� RU� VWUDWHJLF

LQYHVWRUV� ZKR� ZLOO� EHDU� JUHDWHU� UHVSRQVLELOLWLHV�� ,QVLGH� DQG� RXWVLGH

LQYHVWRUV�QHHG�WR�IDFH�WKH�ORVV�RI�WKHLU�LQYHVWPHQW��DQG�WKH\�DQG�WKHLU
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PDQDJHUV�QHHG�WR�UHDOLVH�WKH�YHU\�UHDO�SRVVLELOLWLHV�RI�EDQN�IDLOXUH�RU

H[LW�IURP�WKH�LQGXVWU\�WR�GLVFRXUDJH�H[FHVVLYH�ULVN�WDNLQJ�DFWLYLWLHV��,Q

WKLV�OLJKW��VRPH�HPHUJLQJ�PDUNHWV�KDYH�UDLVHG�WKHLU�PLQLPXP�FDSLWDO

UDWLRV�DERYH�WKDW�IRU�PDQ\�LQGXVWULDOLVHG�FRXQWULHV� WR�DFFRXQW�IRU� WKH

ULVNLHU�HQYLURQPHQWV�LQ�ZKLFK�WKH\�RSHUDWH��)RU�H[DPSOH��LQ�$UJHQWLQD

WKH� PLQLPXP� FDSLWDO� DGHTXDF\� UDWLR� LV� ������� ZLWK� HYHQ� KLJKHU

UHTXLUHPHQWV�IRU�EDQNV�HQJDJLQJ�LQ�ULVNLHU�DFWLYLWLHV�DQG�ZHDNHU�ULVN

PDQDJHPHQW� FDSDFLW\�� 0RUHRYHU�� EDQNV� LQ� PRVW� FRXQWULHV� ZLWK� ��

FDSLWDO�DGHTXDF\�UHTXLUHPHQWV�XVXDOO\�KDYH�FDSLWDO�UDWLRV�LQ�H[FHVV�RI

WKH� PLQLPXP� FULWHULD�� H�J�� WKH� 8�6�� KDV� DQ� DYHUDJH� FDSLWDO� UDWLR� RI

DOPRVW� ����� (YHQ� WKHQ�� FDSLWDO� DGHTXDF\� UDWLRV� DUH� E\� QDWXUH

EDFNZDUG�ORRNLQJ� DFFRXQWLQJ� LQGLFDWRUV� RI� WKH� VROYHQF\� RI� ILQDQFLDO

LQVWLWXWLRQV�� 7KH� GHPLVH� RI� EDQNV�ZLWK� KLJK� PHDVXUHG� FDSLWDO� UDWLRV

KDV� QRW� EHHQ� DQ� XQFRPPRQ� RFFXUUHQFH� �'KXPDOH�� ������� 7KH

LQFUHDVHG� LQFHQWLYHV� WR� HQJDJH� LQ� H[FHVVLYH� ULVN� WDNLQJ� ZKHQ� WKH

FDSLWDO�DGHTXDF\�SRVLWLRQ�LV�ZHDNHQHG�PDNHV�LW�HYHQ�PRUH�LPSRUWDQW

QRW�WR�UHO\�RQ�FDSLWDO�DGHTXDF\�DORQH��$V�7DEOH���LQGLFDWHV��FRXQWULHV

KDYH�UHOLHG�RQ�YDULRXV�PHDVXUHV��IURP�OLPLWLQJ�HQWU\�WR�HQKDQFLQJ�WKH

OLDELOLW\�RI�GLUHFWRUV�DQG�VKDUHKROGHUV�WR�WKH�LVVXDQFH�RI�VXERUGLQDWHG

GHEW��:KLOH�VRPH�RI�WKHVH�PHWKRGV�PD\�EH�UHODWLYHO\�EOXQW��WKH�FRVWV

RI�QRW�XVLQJ�WKHP�FDQ�EH�TXLWH�KLJK��2ZQHUV�RI�ILQDQFLDO� LQVWLWXWLRQV

ZLOO�EHKDYH�PRUH�SUXGHQWO\��L�H���PRUH�ULVN�DYHUVHO\��LI�WKH\�KDYH�PRUH

WR� ORVH� LQ� WKH� IRUP� RI� FDSLWDO�� IXWXUH� H[SHFWHG� UHYHQXH�� SURILWV�� HWF�

6LPLODUO\��VXSHUYLVRUV�QHHG�WR�KDYH�WKH�DSSURSULDWH�LQFHQWLYHV�WR�ERWK

PRQLWRU� DQG� HQIRUFH� DQ\� GLVFUHSDQFLHV� WKH\� UHYHDO� WKURXJK� WKHLU

HYDOXDWLRQV�� )LQDOO\�� GHSRVLW� KROGHUV� WHQG� WR� SURYLGH� EHWWHU� PDUNHW

GLVFLSOLQH�LI�WKH\�DUH�QRW�DOZD\V�IXOO\�FRYHUHG�E\�LPSOLFLW�RU�H[SOLFLW

GHSRVLW�LQVXUDQFH�VFKHPHV�

�����«0DUNHW�3DUWLFLSDQWV

*LYHQ�WKH�DSSURSULDWH�LQFHQWLYHV�DQG�WKH�DELOLWLHV��PDUNHW�SDUWLFLSDQWV

ZKR� HQWHU� LQWR� FUHGLWRU� UHODWLRQVKLSV� ZLWK� EDQNV� FRXOG� VHUYH� DV

PRQLWRUV�� 7KHLU� DELOLW\� WR�PRQLWRU�ZRXOG� GHSHQG� RQ� WKH� TXDOLW\� DQG

TXDQWLW\�RI�LQIRUPDWLRQ�WKH\�UHFHLYH�ZKLFK��LQ�WXUQ��ZRXOG�GHSHQG�RQ

WKH� TXDOLW\� RI� DFFRXQWLQJ� VWDQGDUGV� DQG� SUDFWLFHV�� 7R� VROYH� WKH
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LQIRUPDWLRQ� UHTXLUHPHQWV�� VRPH� FRXQWULHV� KDYH� UHFHQWO\� HQDFWHG

H[WHQVLYH� GLVFORVXUH� UHTXLUHPHQWV� VXSSRUWHG� E\� JUHDWHU� OLDELOLWLHV�

PDQGDWRU\� UDWLQJV� E\� DW� OHDVW� WZR� SULYDWH� UDWLQJV� DJHQFLHV�� DQG� DQ

RQOLQH� FUHGLW� UHSRUWLQJ� V\VWHP� DV� LQ� 1HZ� =HDODQG�� &KLOH�� DQG

$UJHQWLQD�UHVSHFWLYHO\��,Q�DGGLWLRQ�WR�LQIRUPDWLRQ��FUHGLWRUV�QHHG�WKH

DSSURSULDWH� LQFHQWLYHV� WR� PRQLWRU� PDUNHW� SUDFWLFHV� VXFK� DV� WKH

SRVVLELOLW\�WKDW� WKH\�ZLOO�EH�DOORZHG�WR�VXIIHU� ORVVHV��$OWKRXJK�VPDOO

GHSRVLWRUV� DUH� XQOLNHO\� WR� EH� JRRG� PRQLWRUV� RI� EDQNV�� ODUJH� GHEW

KROGHUV�DUH�EHWWHU� HTXLSSHG� WR� IXOILO� WKLV� UROH��2QH�H[DPSOH�RI�XVLQJ

VXFK�LQFHQWLYHV�KDV�EHHQ�WKH�PDQGDWRU\�LVVXDQFH�RI�VXERUGLQDWHG�GHEW

E\�EDQNV�VR�WKDW�LI�WKH�FXUUHQW�RZQHUV�RI�D�EDQN�IDLO�LQ�HQVXULQJ�D�VDIH

DQG�VRXQG�EDQN�� WKH�VXERUGLQDWHG�KROGHUV�FDQ� WDNH�RYHU� WKH�EDQN��$

PRUH� GHWDLOHG� GLVFXVVLRQ� RI� WKLV� W\SH� RI� SURSRVDO�ZLOO� IROORZ� LQ� WKH

QH[W�VHFWLRQ�

�����«6XSHUYLVRUV

,Q� WKH� HDUO\� \HDUV�� EDQN� VXSHUYLVLRQ� PRVWO\� LQYROYHG� HQVXULQJ

FRPSOLDQFH�ZLWK�JRYHUQPHQW�GLUHFWLYHV�RQ�FUHGLW�DOORFDWLRQ�DQG�RWKHU

LVVXHV�� 7RGD\�� KRZHYHU�� PRVW� UHJXODWRU\� DXWKRULWLHV� KDYH� PRYHG� WR

HQJDJH�LQ�SUXGHQWLDO�VXSHUYLVLRQ�DV�WKHLU�PDLQ�WDVN��7KH�TXHVWLRQ�VWLOO

UHPDLQV�RI�SURYLGLQJ�WKH�DSSURSULDWH�LQFHQWLYHV�ERWK�WR�PRQLWRU�DQG�WR

WDNH� DFWLRQV�EDVHG�RQ� WKH�REVHUYDWLRQV�RI� WKH� VXSHUYLVRUV��7R�EHJLQ�

VXSHUYLVRUV� QHHG� VXIILFLHQW� FRPSHQVDWLRQ� WR� DWWUDFW� TXDOLILHG

SHUVRQQHO�VR�WKDW�WKH\�DUH�QRW�OXUHG�LQWR�PRYLQJ�WR�WKH�SULYDWH�VHFWRU�

0RUHRYHU�� WKH� WHPSWDWLRQ� RI� VXFK� KLJK�SD\LQJ� SULYDWH� VHFWRU� MREV

PLJKW� OHDG� WR� SRVVLEOH� FRUUXSWLRQ�ZKHUH� RQH� PD\� DFFHSW� ORZHU� SD\

QRZ� LQ� H[FKDQJH� IRU� D� OXFUDWLYH� VDODU\� ODWHU��7KH� GLVLQFHQWLYH� IRU

HIIHFWLYH�VXSHUYLVLRQ�FDQ�RQO\�EH�UHGXFHG�E\�UDLVLQJ�VXSHUYLVRU\�SD\

DW�OHDVW�FORVH�WR�SULYDWH�VHFWRU�OLPLWV��6LPLODU�HIIRUWV�KDYH�EHHQ�PDGH

WR�FUHDWH�³ERQGHG� UHJXODWRUV´� VR� WKDW� VRPH�SRUWLRQ�RI� D� VXSHUYLVRU¶V

FRPSHQVDWLRQ� LV�GHIHUUHG�DQG�KHOG�DV�D�ERQG�IURP�ZKLFK�GHGXFWLRQV

FDQ� EH� WDNHQ� GHSHQGLQJ� RQ� WKH� RXWFRPH� LQ� WKH� ILQDQFLDO� VHFWRU�
�

$QRWKHU� PHDVXUH� PLJKW� EH� WR� OLPLW� WKH� SRVVLELOLW\� RI� VXSHUYLVRUV

VZLWFKLQJ� WR� WKH� SULYDWH� VHFWRU� IRU� D� FHUWDLQ� SHULRG� IROORZLQJ� WKHLU

HPSOR\PHQW� ZLWK� WKH� VXSHUYLVRU\� DJHQF\�� H�J��� LQ� WKH� 8�6�� EDQN
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VXSHUYLVRUV�DERYH�D�FHUWDLQ�OHYHO�FDQQRW�WDNH�D�MRE�ZLWK�D�FRPPHUFLDO

EDQN�WKH\�KDYH�VXSHUYLVHG�IRU�D�SHULRG�RI�DW�OHDVW����PRQWKV�

)LQDOO\��UHFRPPHQGDWLRQV�KDYH�DOVR�EHHQ�PDGH�WR�FRPPLW�VXSHUYLVRUV

WR� D� FHUWDLQ� FRXUVH� RI� DFWLRQ� LQ� DGYDQFH� VXFK� DV� ³SURPSW� FRUUHFWLYH

DFWLRQV´� DQG� ³VWUXFWXUHG� HDUO\� LQWHUYHQWLRQ� DSSURDFKHV�´� 6XFK

LQWHUYHQWLRQ� LQFOXGHV� KLJKHU� FDSLWDO�� VWUXFWXUHG� DQG� SUH�VSHFLILHG

SXEOLFO\�DQQRXQFHG�UHVSRQVHV�E\�UHJXODWRUV�WULJJHUHG�E\�GHFUHDVHV�LQ

D�EDQN¶V�SHUIRUPDQFH�EHORZ�HVWDEOLVKHG�FULWHULD��PDQGDWRU\�UHVROXWLRQ

RI� D� FDSLWDO�GHSOHWHG� EDQN� DW� D� SUH�VSHFLILHG� SRLQW�ZKHQ� FDSLWDO� VWLOO

H[LVWV�� PDUNHW� YDOXH� DFFRXQWLQJ� DQG� UHSRUWLQJ� RI� FDSLWDO��7KH� PDLQ

SUREOHP� ZLWK� WKH� HVWDEOLVKPHQW� RI� VXFK� SUH�IL[HG� UXOHV� LV� WKDW

JRYHUQPHQWV�PD\�EH� WHPSWHG� WR� UH�ZULWH� WKHP�GXULQJ�GLIILFXOW� WLPHV

DV� ZLWQHVVHG� HYHQ� LQ� KLJKO\� LQGXVWULDOLVHG� FRXQWULHV�� H�J��� -DSDQ� LQ

���������GHIHUUHG�VFKHGXOHG�GHUHJXODWLRQ��DQG�WKH�8�6�� LQ�WKH�����V

�UHSODFLQJ� WKH� *$$3� IRU� 6� 	� /V� ZLWK� OHVV� VWULQJHQW� DFFRXQWLQJ

VWDQGDUGV��

���,QFHQWLYH�YV��5XOH�%DVHG�5HJXODWLRQ��,V�WKHUH�D�WUDGH�RII"

,Q� UHJXODWLQJ� PDUNHW� ULVN� H[SRVXUH� RI� ILQDQFLDO� LQVWLWXWLRQV�� WKH

DSSURDFK�WDNHQ�WR�GDWH�KDV�PRVW�RIWHQ�EHHQ�D�UXOH�EDVHG�UHJLPH�ZKLFK

VHWV� D� UHODWLRQ� EHWZHHQ� H[SRVXUH� DQG� FDSLWDO� UHTXLUHPHQWV

H[RJHQRXVO\�� 5HFHQW� GLVFXVVLRQV� KDYH� LQFOXGHG� VXJJHVWLRQV� IRU� D

PDQDJHULDO�EDVHG�LQFHQWLYH�DSSURDFK�ZKLFK�KDV�VRPH�DSSHDO�QRW�RQO\

EHFDXVH� LW� LV� HQGRJHQRXVO\� GHWHUPLQHG� VR� WKDW�PDQDJHUV� WKHPVHOYHV

DUH� DOORZHG� WR� VHW� WKHLU� DGHTXDF\� OHYHOV�� EXW� DOVR� GXH� WR� LWV� OHVV

SUHVFULSWLYH�VWDQFH�WR�PDUNHW�UHJXODWLRQ��+RZHYHU��WKHUH�LV�D�WUDGH�RII�

7R� EHJLQ� ZLWK�� UXOH� EDVHG� UHJXODWLRQ� PDNHV� LQHIILFLHQW� XVH� RI

PDQDJHULDO� H[SHUWLVH� ZKHUHDV� DQ� LQFHQWLYH� EDVHG� DSSURDFK� XVHV� WKH

LQVLJKWV�RI�PDQDJHUV�DQG�PDUNHW�SDUWLFLSDQWV�WR�JDLQ�DQ�LQIRUPDWLRQDO

DGYDQWDJH� LQ� VHWWLQJ� UHJXODWRU\� VWDQGDUGV�� %XW�� LQFHQWLYH� EDVHG

UHJXODWLRQ�LV�QRW�ZLWKRXW�LWV�SUREOHPV��HVSHFLDOO\�WKH�ODUJH�QXPEHU�RI

LVVXHV� DULVLQJ� IURP� WKH� VWUDWHJLF� LQWHUDFWLRQV� DPRQJ� WKH� GLIIHUHQW

GHFLVLRQ�PDNLQJ�DJHQWV�ZLWKLQ�ILQDQFLDO�LQVWLWXWLRQV�
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,Q� JHQHUDO�� LQFHQWLYH� EDVHG� UHJXODWLRQ� SURPRWHV� D�PRUH� ³KDQGV� RII´

UHJXODWLRQ� DQG�JLYHV� ILQDQFLDO� LQVWLWXWLRQV� JUHDWHU� IUHHGRP� WR� FKRRVH

WKH�DPRXQW�DQG�OHYHO�RI�ULVN�WKH\�ZLVK�WR�XQGHUWDNH��7KH�IOH[LELOLW\�RI

DQ�LQFHQWLYH�EDVHG�DSSURDFK�GHULYHV�IURP�WKH�IDFW�WKDW�LW�LV�QRW�GLUHFWO\

SUHVFULSWLYH� EXW� FUHDWHV� LQFHQWLYHV� WKURXJK� RWKHU� PHDQV� VXFK� DV

SHQDOWLHV�� ,Q�PRUH� JHQHUDO� WHUPV�� DQ� LQFHQWLYH� EDVHG� V\VWHP� WULHV� WR

VROYH�ZKDW�LV�NQRZQ�DV�D�³PHFKDQLVP�GHVLJQ´�SUREOHP�E\�VSHFLI\LQJ

D�IUDPHZRUN��H�J���D�SHQDOW\�GHYLFH��ZKLFK�ILQDQFLDO� LQVWLWXWLRQV� WDNH

LQWR� DFFRXQW�ZKLOH� FKRRVLQJ� ULVN� DQG� FRPPLWWLQJ� UHJXODWRU\� FDSLWDO�

,GHDOO\�� WKH�GHVLJQ�RI� WKLV�PHFKDQLVP�PDNHV� LW� LQFHQWLYH� FRPSDWLEOH

IRU� ILQDQFLDO� LQVWLWXWLRQV� WR�FKRRVH� WKH�VRFLDOO\�GHVLUDEOH� ULVN�SURILOH�

7KH�VXFFHVV�RI�VXFK�D�SURJUDPPH�GHSHQGV�RQ�KRZ�ZHOO�WKH�UHJXODWRU

DQWLFLSDWHV�WKH�VWUDWHJLF�RSSRUWXQLWLHV�ZKLFK�VXFK�D�PHFKDQLVP�PLJKW

FUHDWH��7KHUHIRUH��ZKLOH�DQ�LQFHQWLYH�EDVHG�V\VWHP�LV�OHVV�LQWUXVLYH��LW

FUHDWHV� D�KRVW�RI� VWUDWHJLF� LVVXHV�� ,Q� DGGLWLRQ�� HYHQ�PRUH� VHULRXV� DUH

WKH�SUREOHPV�ZKLFK�DULVH�DV�D�UHVXOW�RI�FRQIOLFWV�RI�LQWHUHVW�ZLWKLQ�WKH

ILQDQFLDO�LQVWLWXWLRQV�

6LPLODU�WR�RWKHU�ODUJH�LQVWLWXWLRQV��DQ�LQWHJUDO�IHDWXUH�RI�PRGHUQ�EDQNV

LV� WKH� VHSDUDWLRQ� RI� RZQHUV� IURP� GD\�WR�GD\� GHFLVLRQ� PDNLQJ�� 7KH

RZQHUVKLS� LV� GLIIXVH�� DV� WKHUH� DUH� QXPHURXV� VPDOO� VKDUHKROGHUV�ZKR

KDYH�OLWWOH�LPSDFW�RQ�PRVW�GHFLVLRQV��,Q�WKH�HQG��LQ�PDQ\�FDVHV�LW�LV�WKH

LQFHQWLYHV� RI� WKH� WUDGHUV� RI� WKH� EDQN�� IRU� H[DPSOH��ZKLFK� GHWHUPLQH

ZKDW� VSHFLILF� VWUDWHJLHV� WKH�EDQN�PLJKW�DGRSW�RQ� WKDW�SDUWLFXODU�GD\�

7KHUHIRUH�� WKH�H[WHQW� WR�ZKLFK� WKH�RZQHUV�FDQ�FRQWURO� WKH�DFWLRQV�RI

WKHLU� DJHQWV�� WKHLU� WUDGHUV� LQ� WKLV� FDVH�� EHFRPHV� YHU\� LPSRUWDQW�

+RZHYHU��DV�PRVW�UXOH�EDVHG�UHJXODWLRQ�WDNHV�WKH�IRUP�RI�H[RJHQRXV

VSHFLILFDWLRQ�IRU�FDSLWDO�IRU�D�JLYHQ�OHYHO�RI�ULVN�DV�ZHOO�DV�VRPH�IRUP

RI� LQVSHFWLRQ�� WKH�HIIHFWV�RI�VXFK�DJHQF\�SUREOHPV�RQ� WKH�VXFFHVV�RI

UHJXODWRU\�PHFKDQLVPV�KDYH�RIWHQ�EHHQ� LJQRUHG�� ,QGHHG�� WKLV�DJHQF\

SUREOHP�WR�ZKLFK�D�UXOH�EDVHG�V\VWHP�LV�PRVWO\�LPPXQH�LV�WKH�FHQWUDO

LVVXH� LQ� GHWHUPLQLQJ� WKH� VXFFHVV� RI� DQ� LQFHQWLYH� EDVHG� UHJXODWRU\

V\VWHP�

+HUHLQ� OLHV� WKH� WUDGH�RII� EHWZHHQ� VHWWLQJ� WKH� DSSURSULDWH� UHJXODWRU\

LQFHQWLYHV� XQGHU� D�UXOH� EDVHG� V\VWHP� DQG� DJHQF\� SUREOHPV� XQGHU� D
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PDQDJHULDO� EDVHG� LQFHQWLYH� V\VWHP�� $OWKRXJK� D�UXOH� EDVHG� V\VWHP

DYRLGV� WKH� DJHQF\� GLVWRUWLRQV�� LW� GRHV� QRW� WDNH� LQWR� DFFRXQW� WKH

GLYHUVLILFDWLRQ�EHQHILWV�RI�KROGLQJ�GLIIHUHQW�W\SHV�RI�ULVNV��$V�D�UHVXOW�

EDQNV�DUH�IRUFHG�XQQHFHVVDULO\�WR�UHWDLQ�UHJXODWRU\�FDSLWDO�LQ�H[FHVV�RI

WKH� ULVNV� WKH\� DUH� XQGHUWDNLQJ�� +RZHYHU�� XQGHU� D� PDQDJHULDO� EDVHG

LQFHQWLYH�V\VWHP��WKH�RZQHUV�DQG�VKDUHKROGHUV�QHHG�WR�EH�DVVXUHG�WKDW

WKHLU�LQWHUHVWV�DUH�DOLJQHG�ZLWK�WKRVH�ZKR�DFWXDOO\�PDNH�WKH�VWUDWHJLF

GHFLVLRQV��L�H���PDQDJHUV�RU�WUDGHUV��OHVW�WKH\�RYHU�H[SRVH�WKHPVHOYHV�

0RUHRYHU�� WKH� FRVWV� RI� VXFK� RYHU�H[SRVXUH� FDQ� KDYH� V\VWHPLF

LPSOLFDWLRQV�� 7KHUHIRUH�� WR� XQGHUVWDQG� WKH� HIIHFWLYHQHVV� RI� DQ

LQFHQWLYH�EDVHG�UHJXODWRU\�V\VWHP��LW�LV� LPSRUWDQW�QRW� WR�FRQVLGHU�WKH

EDQN� DV� D� VLQJOH� HQWLW\�ZKRVH� DFWLRQV� DUH� GLUHFWO\� LQIOXHQFHG� E\� WKH

UHJXODWRU\�LQFHQWLYHV�DORQH��5DWKHU�� WR�HYDOXDWH�VXFK�D�VFKHPH�� WKHUH

QHHGV� WR� EH� D� IXOO� XQGHUVWDQGLQJ� RI� WKH� HIIHFWV� RI� UHJXODWLRQ� RQ� WKH

DJHQF\�LQFHQWLYHV�ZLWKLQ�WKH�EDQN�

���7KH������%DVHO�3URSRVDOV��$Q�,QFHQWLYH�3UREOHP

,Q�-XQH�������WKH�%DVHO�&RPPLWWHH�SURSRVHG�VHYHUDO�UHIRUPV�WR�WKHLU

����� &DSLWDO� $FFRUG� ZKLFK� VXJJHVWHG� JUHDWHU� UHOLDQFH� RQ� SULYDWH

FUHGLW� UDWLQJ� DJHQFLHV� DQG� LQWHUQDO� EDQN� UDWLQJV�� 7KHVH� SURSRVDOV

VSHFLILFDOO\�WDFNOHG�LVVXHV�RI�FUHGLW�ULVN�ZKLFK�LW�IHOW�WKH������$FFRUG

GHDOW� ZLWK� LQHIILFLHQWO\�� 7KH� UHIRUPHG� SURSRVDO� RI� WKH� %DVHO

&RPPLWWHH�VSHFLILFDOO\�UHFRPPHQGHG�UHSODFLQJ�WKH�H[LVWLQJ�V\VWHP�RI

FUHGLW� ZHLJKWLQJV� E\� RQH� ZKLFK� ZRXOG� XVH� SULYDWH� DJHQFLHV¶� FUHGLW

DVVHVVPHQWV�WR�GHWHUPLQH�WKH�ULVN�ZHLJKWV��7KHUH�LV�DOVR�D�SURSRVDO�WR

DOORZ� VRPH� VRSKLVWLFDWHG� EDQNV� WR� XVH� WKHLU� RZQ� LQWHUQDO� UDWLQJV� RI

ORDQV�DV�D�EDVLV�IRU�FDOFXODWLQJ�FDSLWDO�DGHTXDF\�UDWLRV��8QIRUWXQDWHO\�

WKHUH� DUH� VRPH� VHULRXV� SUREOHPV� ZKLFK� DULVH� E\� XVLQJ� RXWVLGH

DJHQFLHV�� QDPHO\�� WKH� LVVXH� RI� SURYLGLQJ� WKHVH� DJHQFLHV� ZLWK� WKH

DSSURSULDWH�LQFHQWLYHV�WR�FRQVLGHU�WKH�IXOO�LPSOLFDWLRQV�RI�WKHLU�UDWLQJV

RQ� RYHUDOO� V\VWHPLF� ULVN�� 2QH� ULVN� LQ� XVLQJ� WKHVH� SULYDWH� HFRQRPLF

DJHQWV�WR�VHW�SUXGHQWLDO�VWDQGDUGV�LV�WKH�FUHDWLRQ�RI�LQFHQWLYHV�IRU�WKHP

WR�DFW�HLWKHU�LQ�WKHLU�RZQ�LQWHUHVWV�RU�WKDW�RI�WKH�ERUURZHU�LQ�KRSHV�RI

PD[LPLVLQJ�WKHLU�RZQ�JDLQV�WKURXJK�IDYRXUDEOH�UDWLQJV��7KHVH�LVVXHV

DOVR�WKHQ�FDOO�LQWR�TXHVWLRQ�WKH�TXDOLW\�RI�HDFK�UDWLQJ�DJHQF\�DV�ZHOO�DV
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WKH� VWDQGDUGV� WKH\� DSSO\�� &RQVHTXHQWO\�� WKHUH� QHHGV� WR� EH� VRPH

PHFKDQLVP�WR�UHGXFH�VXFK�SHUYHUVH�LQFHQWLYH�HIIHFWV�IRU�ERWK�SULYDWH

FUHGLW�DJHQFLHV�DQG�WKHLU�FOLHQW�EDQNV�VR�WKDW�WKH\�DUH�XQDEOH�WR�LJQRUH

WKH�FRVWV�RI�LQFUHDVLQJ�V\VWHPLF�ULVN�ZKHQ�PD[LPLVLQJ�WKHLU�VKRUW�UXQ

SURILWV�±�LQ�HFRQRPLF�WHUPV��WKH�SXEOLF�JRRG�SUREOHP�

7KH� RWKHU� FRQFHUQ� IURP� WKH� UHFHQW�%DVHO� SURSRVDO� LV� WKH� XVH�RI� DQ

LQWHUQDO�UDWLQJV�PRGHO�LQ�WKH�DEVHQFH�RI�DQ\�GRFXPHQWHG�FRQVHQVXV�RQ

FDSLWDO� DFFRXQWLQJ� VWDQGDUGV� DW� DQ� LQWHUQDWLRQDO� OHYHO�� ,I� WKH� LQWHUQDO

UDWLQJV� PHWKRG� LV� DGRSWHG�� LW� QHHGV� WR� EH� VFUXWLQLVHG� DQG� XS� WR

VWDQGDUGV� ZKLFK� DUH� DFFHSWDEOH� LQ� DOO� MXULVGLFWLRQV�� 'LIIHUHQFHV� LQ

ILQDQFLDO�LQQRYDWLRQV�DQG�WHFKQRORJLFDO�DGYDQFHV�LQ�UHFHQW�\HDUV�FRXOG

SOD\� D� UROH� LQ� SURYLGLQJ� PDUNHW� SDUWLFLSDQWV� ZLWK� DQ� LQFHQWLYH� WR

HQJDJH�LQ�UHJXODWRU\�DUELWUDJH��,I�ILQDQFLDO�UHJXODWLRQ�LV�WRR�UHVWULFWLYH

LQ�RQH�MXULVGLFWLRQ��ERWK�SURYLGHUV�DQG�XVHUV�RI�ILQDQFLDO�VHUYLFHV�FDQ

VLPSO\� PRYH� WR� D� OHVV� UHVWULFWLYH� DQG� OHVV� FRVWO\� MXULVGLFWLRQ�

&RPSHWLWLYH� SUHVVXUHV� FRXOG� UHVXOW� LQ� ILQDQFLDO� FHQWUHV� EHFRPLQJ

HQJDJHG� LQ� FRPSHWLWLYH� GHUHJXODWLRQ�� 7KLV� FRXOG� OHDG� WR� D� EDUH

HVVHQWLDO� DSSURDFK� WR� ILQDQFLDO� UHJXODWLRQ� DV� DXWKRULWLHV� FRPSHWH� WR

KDYH� ILUPV� ORFDWH� ZLWKLQ� WKHLU� MXULVGLFWLRQV� UHVXOWLQJ� LQ� D� OHVV� WKDQ

VRFLDOO\� RSWLPDO� OHYHO� RI� UHJXODWLRQ� RYHUDOO��,I� ILQDQFLDO� LQVWLWXWLRQV

HQJDJH� LQ� UHJXODWRU\� DUELWUDJH�� LW� LV� LPSRUWDQW� IRU� GLIIHUHQW� QDWLRQDO

DXWKRULWLHV�WR�FR�RUGLQDWH�WKH�UHJXODWRU\�SROLFLHV�LQ�RUGHU�WR�DYRLG�QRW

MXVW� WKH� ULVNV� LQKHUHQW� LQ� FRPSHWLWLYH� GHUHJXODWLRQ�� EXW� DOVR� WKH

GDQJHUV� RI� OD[� UXOHV� LQ� RQH� FRXQWU\� KDYLQJ� DQ� DGYHUVH� HIIHFW� RQ� WKH

DELOLW\� RI� RWKHU� FRXQWULHV� WR� HQIRUFH� ILQDQFLDO� UHJXODWLRQV�

)XUWKHUPRUH�� WR� WKH� H[WHQW� WKDW� UHJXODWRU\� OD[LW\� UHSUHVHQWV� D� KLJKHU

OHYHO� RI� ULVN�� WKH� SRVVLELOLW\� RI� V\VWHPLF�VSLOO�RYHU� HIIHFWV� RQ� PRUH

FRQVHUYDWLYHO\� UHJXODWHG� MXULVGLFWLRQV� QHHGV� WR� EH� FRQVLGHUHG�

7KHUHIRUH�� DOWKRXJK� GLIIHUHQW� UHJXODWLRQV� WR� VRPH� H[WHQW� ZLOO

H[SHFWHGO\� H[DFHUEDWH� GLVWRUWLRQV� EHWZHHQ� PDUNHWV� E\� SURYLGLQJ

FHUWDLQ� DGYDQWDJHV� DQG� GLVDGYDQWDJHV� WR� GLIIHUHQW� SDUWLFLSDQWV�� WKH\

VKRXOG�DOO�XSKROG�DW�OHDVW�FHUWDLQ�PLQLPXP�VWDQGDUGV�

,I�FDSLWDO�UHTXLUHPHQWV�DUH�WR�PHHW�PLQLPXP�VWDQGDUGV��WKHUH�LV�ILUVW�D

QHHG� IRU� WKH� FR�RUGLQDWLRQ� RI� UHJXODWRU\� SROLFLHV� DW� DQ� LQWHUQDWLRQDO
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OHYHO�� ,Q� WKLV� UHJDUG�� QDWLRQDO� DXWKRULWLHV�ZLOO� KDYH� WR� ILQG� D� EDODQFH

EHWZHHQ�QDWLRQDO� DXWRQRP\�DQG�FR�RUGLQDWLRQ�ZLWK�RWKHU�DXWKRULWLHV�

6LQFH� WKH� HFRQRPLF� FDVH� IRU� LQWHUQDWLRQDO� SROLF\� FR�RUGLQDWLRQ� LQ

FDSLWDO� UHTXLUHPHQWV� LV� EDVHG� RQ� WKH� SUHVHQFH� RI� FURVV�ERUGHU

WUDQVDFWLRQV� DQG�VSLOO�RYHU� HIIHFWV�� WKHVH� FRXOG� EH� XVHG� DV� SRLQWV� RI

UHIHUHQFH� LQ� GHWHUPLQLQJ� WKH� ERXQGDULHV� RI� FR�RUGLQDWLRQ� HIIRUWV� RQ

UHJXODWLRQ��7KLV�UDLVHV�TXHVWLRQV�RI�ZKHWKHU�WKH�UHJXODWRU\�IUDPHZRUN

VKRXOG� EH� IRFXVHG� RQ� WKH� RUJDQLVDWLRQ� RI� PDUNHWV� UDWKHU� WKDQ

LQVWLWXWLRQV�� 6\VWHPLF� VWDELOLW\� UHJXODWLRQV� WHQG� WR� EH� LQVWLWXWLRQDOO\

IRFXVHG� DQG� WKLV� IROORZV� GLUHFWO\� IURP� WKH� QDWXUH� RI� V\VWHPLF�ULVN

ZKLFK� LV� DVVXPHG� WR� EH� WULJJHUHG� E\� LQVWLWXWLRQDO� LQVROYHQF\�

+RZHYHU�� RQH� RI� WKH� IHDWXUHV� RI� ILQDQFLDO� PDUNHWV� WRGD\� LV� WKH

LQFUHDVLQJ�EOXUULQJ�RI�GLVWLQFWLRQV�EHWZHHQ�GLIIHUHQW�W\SHV�RI�ILQDQFLDO

LQVWLWXWLRQV�� 7KH� HYROYLQJ� QDWXUH� RI� WKHLU� YDULRXV� UROHV� PHDQV� WKDW

UHJXODWLRQV�ZKLFK�DUH�WRR�QDUURZO\�IRFXVHG�ZLOO�EH�UHQGHUHG�REVROHWH

YHU\� TXLFNO\�� 7KXV�� WKH� LPSRUWDQFH� RI� LQVWLWXWLRQDO� IRFXV� ZLWKLQ� DQ

LQWHUQDWLRQDO�FRQWH[W� LV� IXUWKHU�KLJKOLJKWHG�ZLWKLQ�DQ�LQFHQWLYH�EDVHG

UHJXODWRU\� IUDPHZRUN� WR� PDQDJH� V\VWHPLF� ULVN� LQ� FDSLWDO

UHTXLUHPHQWV�

2QH� VROXWLRQ� WR� WKLV� SUREOHP�PLJKW� EH�PDQGDWLQJ�PHPEHU� EDQNV� WR

EHFRPH�GLUHFW�VKDUHKROGHUV�LQ�WKH�HTXLW\�RI�RWKHU�EDQNV��7KH�ILQDQFLDO

H[SRVXUH�FUHDWHG�E\�RQH�EDQN�WR�DQRWKHU�LQ�WKLV�V\VWHP�ZRXOG�SURYLGH

VWURQJ�LQFHQWLYHV�IRU�EDQNV� WR�PRQLWRU�HDFK�RWKHU��0RUHRYHU��SULYDWH

ILQDQFLDO� LQVWLWXWLRQV�PD\�KDYH�EHWWHU� DFFHVV� WR� LQIRUPDWLRQ�RQ�RWKHU

EDQNV� WKDQ� LV� SRVVLEOH� IRU� UHJXODWRUV� RU� RWKHU� EDQNLQJ� VXSHUYLVRUV�

2QH� QDWXUDO� DGYDQWDJH� LQ� VXFK� GHFHQWUDOLVHG�PXOWLODWHUDO�PRQLWRULQJ

DUUDQJHPHQWV� LV� WKH� PLWLJDWLRQ� RI� WKH� IUHH� ULGHU� SUREOHP�� %\

LQFUHDVLQJ�WKH�FRVWV�VSHFLILFDOO\�IRU�WKH�GHIDXOWHG�EDQN�DV�ZHOO�DV�WKDW

EDQN� ZKLFK� IDLOHG� DV� DQ� HIIHFWLYH� PRQLWRU� WKURXJK� KLJKHU� FDSLWDO

UHTXLUHPHQWV��DOO�PHPEHUV�ZRXOG�UHFRJQLVH�WKDW�DQ\�ORVVHV�WKH\�FUHDWH

ZRXOG�QRW�EH�OHIW�WR�WKH�SXEOLF�DQG�ZRXOG�EHDU�XSRQ�WKHPVHOYHV��6XFK

LV� WKH� EDVLF� LGHD� LQ� &DORPLULV¶� UHFHQW� VFKHPH� IRU� EDQNV� WR� SROLFH

WKHPVHOYHV�E\� UHTXLULQJ�HYHU\�EDQN� WR� ILQDQFH�D�VPDOO�SURSRUWLRQ�RI

LWV�DVVHWV�E\�VHOOLQJ�VXERUGLQDWHG�GHEW� WR�RWKHU� LQVWLWXWLRQV�±�QDPHO\�

IRUHLJQ�EDQNV�±�ZLWK�WKH�VWLSXODWLRQ�WKDW�WKH�\LHOG�RQ�WKLV�GHEW�FDQQRW
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EH�PRUH� WKDQ� ��� EDVLV� SRLQWV� KLJKHU� WKDQ� WKH� UDWH� RQ� FRUUHVSRQGLQJ

ULVNOHVV� LQVWUXPHQWV�
�
� 7KH� \LHOG� FDS� JXDUDQWHHV� WKDW� EDQNV� FDQQRW

FRPSHQVDWH� WKHVH� GHEW� KROGHUV� ZLWK� ODUJH� VSUHDGV� ZKHQ� WKH\

SDUWLFLSDWH� LQ� KLJK� ULVN� DFWLYLWLHV�� $V� WKH� HVVHQFH� RI�&DORPLULV¶

UHFRPPHQGDWLRQ� LV� WR� UHGXFH� WKHVH� YHU\� ULVNV�� LQYHVWRUV�ZRXOG� RQO\

EX\�VXERUGLQDWHG�GHEW�ZKHQ�WKH\�ZHUH�VXUH�WKDW�WKH�EDQN¶V�DFWLYLWLHV

DUH�ORZ�ULVN��,I�LQ�IDFW�D�EDQN�ZHUH�XQDEOH�WR�FRQYLQFH�RWKHU�EDQNV�RI

WKHLU�DYHUVLRQ� WR�ULVN�� WKH\�ZRXOG�QRW�EH�DOORZHG� WR� IXQFWLRQ�� ,Q� WKLV

ZD\��&DORPLULV� SURSRVHV� WR� H[SORLW� WKH� DFFHVV� WR� JUHDWHU� DQG� EHWWHU

LQIRUPDWLRQ� ZKLFK� RWKHU� IHOORZ� EDQNHUV� UDWKHU� WKDQ� VXSHUYLVRUV� DUH

EHOLHYHG� WR� KDYH�� 6XFK� GLUHFW� VKDUHKROGLQJ� E\�PHPEHU� EDQNV� FRXOG

UHGXFH�FRVPHWLF�DGMXVWPHQWV�DQG�DOLJQ�WKH�LQFHQWLYHV�RI�SULYDWH�EDQNV

DQG� UHJXODWRUV� DOLNH� E\�PDQGDWLQJ� WKDW� WKH� VRFLDO� FRVWV� RI�KLJK� ULVN

DFWLYLWLHV�DUH�QRW�ERUQH�RQO\�E\�WKH�SXEOLF�DW�ODUJH�

���7KH�5RDG�$KHDG

7KH�DQDO\VLV�LQ�WKLV�SDSHU�KDV�EHHQ�PRWLYDWHG�PDLQO\�E\�WKH�LQWHUHVW�RI

ILQDQFLDO�UHJXODWRUV�DQG�WKH�LQVWLWXWLRQV�ZKLFK�WKH\�UHJXODWH��+RZHYHU�

UHJXODWRUV� DUH� QRW� WKH� RQO\� RQHV� LQ� JRYHUQPHQW� ZKR� ZRUU\� DERXW

LQFHQWLYHV�� 0XFK� JRYHUQPHQW� DFWLYLW\� LQYROYHV� WKH� PRWLYDWLRQ� RI

SULYDWH�LQWHUHVWV�WR�IXUWKHU�WKH�SXEOLF�JRRG��:KHQ�JRYHUQPHQW�WD[HV��LW

ZHLJKV�WKH�SXEOLF�JRRG�IURP�WD[�UHYHQXHV�DJDLQVW�WKH�LQFHQWLYH�HIIHFWV

RI�WKH�WD[��,Q�PDQ\�FDVHV��WKH�SXUSRVH�RI�WKH�WD[�LV�LWV�LQFHQWLYH�HIIHFW

UDWKHU�WKDQ�WKH�UHYHQXH�JHQHUDWHG��6LPLODUO\��ZKHQ�JRYHUQPHQW�VHHNV

WR� OLPLW� WKH� OHYHO� RI� V\VWHPLF� ULVN�ZLWKLQ� WKH� ILQDQFLDO� HQYLURQPHQW�

PDQ\� RI� LWV� DFWLRQV� DIIHFW� WKH� LQFHQWLYHV� RI� SULYDWH� ILQDQFLDO

LQVWLWXWLRQV��7KLV�SUREOHP�KDV�EHHQ�HYLGHQW�LQ�WKH�UHFHQW�SURSRVDOV�E\

WKH�%DVHO�&RPPLWWHH� ZKLFK� IDFHV� GLIILFXOW� FKDOOHQJHV� LQ� WKH� IXWXUH�

7KH� &RPPLWWHH� KDV� 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��LW�QRW�RQO\�KDV�WR�DGGUHVV�HDFK�RI

WKH�IRUPHU�LVVXHV��EXW�LW�QHHGV�WR�DFFRXQW�IRU�WKH�GLIIHUHQFHV�DPRQJVW

SRWHQWLDO� FOLHQWV�� &OHDUO\�� D� QHHG� H[LVWV� IRU� D� ULVN� DVVHVVPHQW

IUDPHZRUN� ZKLFK� QRW� RQO\� DYRLGV� WKH� SUREOHPV� RI� FRVPHWLF
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DGMXVWPHQWV� WR� FDSLWDO� UDWLRV� EXW� DOVR� LV� HDVLO\� DGDSWDEOH� WR� GLIIHUHQW

PDFURHFRQRPLF�� LQVWLWXWLRQDO�� DQG� ILQDQFLDO� FRQGLWLRQV�� %\� DOORZLQJ

ILQDQFLDO�LQVWLWXWLRQV�WR�SOD\�D�JUHDWHU�UROH�LQ�VHWWLQJ�WKHLU�RZQ�FDSLWDO

UHTXLUHPHQWV�� WKH� ����� %DVHO� SURSRVDOV� KDYH� UHFRJQLVHG� WKH

LQIRUPDWLRQ�DGYDQWDJHV�RI�WKH�PDUNHW��+RZHYHU��EHIRUH�WKHVH�UHIRUPV

FDQ�EH�SXW�LQWR�SUDFWLFH��WKH\�UHTXLUH�DW�OHDVW�WKH�VHWWLQJ�RI�DSSURSULDWH

LQFHQWLYHV�IRU�SULYDWH�DJHQFLHV�DQG�LQWHUQDO�UDWLQJV�PRGHOV��LQ�DGGLWLRQ

WR�EHWWHU�FR�RUGLQDWLRQ�RI�LQWHUQDWLRQDO�UHJXODWRU\�VWDQGDUGV�

7KLV�SDSHU�KDV� DUJXHG� WKDW� WKH�RSHUDWLRQ�RI� WKH� ILQDQFLDO� VHFWRU� DV� D

ZKROH�ZLOO�QRW�EH�DV�HIIHFWLYH�LI�PDUNHW�GLVFLSOLQH�LV�UHOLHG�XSRQ�DV�WKH

RQO\�WRRO�RI�ILQDQFLDO�UHJXODWLRQ��,I�WKLV�LV�WKH�FDVH��WKHUH�QHHGV�WR�EH�DW

OHDVW� DQ� LQFHQWLYH� FRPSDWLEOH� IUDPHZRUN� LQ�SODFH�DSULRUL��0RUHRYHU�

EHIRUH� HQDFWLQJ� DQ\� LQFHQWLYH� PHFKDQLVPV�� WKHUH� PXVW� EH� DGHTXDWH

EXLOW�LQ� PHDVXUHV� WR� SUHYHQW� WKH� H[SORLWDWLRQ� RI� LQIRUPDWLRQ

DV\PPHWULHV�� DV� ZHOO� DV� JUHDWHU� KDUPRQLVDWLRQ� DQG� FR�RUGLQDWLRQ� RI

UHJXODWRU\�VWDQGDUGV�EHWZHHQ�FRXQWULHV��DV�HYLGHQW� LQ� WKH������%DVHO

SURSRVDOV��$Q�DSSURSULDWH� LQFHQWLYH�IUDPHZRUN� LQFOXGHV�D� UHJXODWRU\

DQG� VXSHUYLVRU\� IUDPHZRUN�� DFFRXQWLQJ� UXOHV� DQG� SUDFWLFHV�� DQG

GLVFORVXUH�UHTXLUHPHQWV��+RZHYHU��EHWWHU�LQIRUPDWLRQ�GLVFORVXUH�DORQH

ZLOO� QRW� VXIILFH� DV� ORQJ� DV� WKH� LQFHQWLYHV� IRU� H[FHVVLYH� ULVN� WDNLQJ

UHPDLQ��7KDW� LV��ZLWKRXW�DQ�DSSURSULDWH�GHVLJQ� IRU�HQIRUFHPHQW�HYHQ

WKURXJK� PDUNHW� GLVFLSOLQDU\� PHDVXUHV�� VWURQJ� LQFHQWLYHV� IRU

PDQLSXODWLRQ�WKURXJK�H[FHVVLYH�ULVN�WDNLQJ�UHPDLQ��7KHUHIRUH��EHIRUH

GHVLJQLQJ� DQ\� LQFHQWLYH� EDVHG� UHJXODWRU\� PHFKDQLVP�� WKH� WUDGH�RII

EHWZHHQ� UHJXODWRU\� DQG� DJHQF\� LQFHQWLYHV� PXVW� EH� UHFRJQLVHG� DQG

DGGUHVVHG��$�EHWWHU�XQGHUVWDQGLQJ�RI�WKHVH�YDULRXV�FRVWV�DQG�EHQHILWV

ZLOO�RQO\�UHVXOW�LQ�D�PRUH�UHVLOLHQW�UHJXODWRU\�VWUXFWXUH�IRU�WKH�IXWXUH�
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1RWHV

�� )RU� IXUWKHU� LQIRUPDWLRQ�� VHH� WKH�6XIIRON� EDQNLQJ� V\VWHP� LQ� WKH

8�6�� EHWZHHQ� ���������� �5ROQLN�� 6PLWK�� DQG� :HEHU� >����@�

&DORPLULV�DQG�.DKQ��>����@��

�� $OWKRXJK�WKHUH�DUH�PDQ\�GLIILFXOWLHV�LQ�&DORPLULV¶�DUJXPHQW��KH

VXJJHVWV� VRPH� VROXWLRQV� IURP� WKH� RXWVHW�� H�J��� WR� DYRLG

³FURQ\LVP´� DQG� FROOXVLRQ� ZLWKLQ� D� VSHFLILF� PDUNHW�� EX\HUV� RI

VXFK�VXERUGLQDWHG�GHEW�ZRXOG�KDYH�WR�EH�RXWVLGHUV��L�H���IRUHLJQ

EDQNV��-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH��2FWREHU�������
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7DEOH����5HJXODWRU\�)UDPHZRUN�IRU�6HOHFWHG�&RXQWULHV

&RXQWU\ 0LQLPXP &DSLWDO

$GHTXDF\ 5DWLR �7LHU �

�7LHU ��

/RDQ &ODVVLILFDWLRQ

5HTXLUHPHQWV �� RI GD\V EHIRUH

ORDQ LV 13/�

/LPLW RQ 5LVN ([SRVXUH �� RI

)25(; DVVHWV WR EH KHOG�

6LQJOH ([SRVXUH /LPLW �� RI FDSLWDO�

7LHU � 7LHU �

*���

-DSDQ �� �� $W %DQN·V 'LVFUHWLRQ 3DUW RI 0NW� 5LVN ��� RI WLHU �

8QLWHG

.LQJGRP

�� �� $W %DQN·V 'LVFUHWLRQ 1R OLPLW ��� RI WLHU �

8QLWHG 6WDWHV �� �� �� 1RW 5HOHYDQW JLYHQ �86 ��� RI FDSLWDO� ��� IRU VHFXUH

DVVWV
/DWLQ $PHULFD

$UJHQWLQD ����� � WLHU � ��� ! ��� 1RQ�5HFRYHU &ORVHO\ 0RQLWRUHG ��� RI WLHU �

0H[LFR 6XEMHFW WR $XWKUW\ �� IRU FRPP� ��� IRU

PRUWJDJHV

��� LQ 86� � �� LQ DOO RWKHUV ��� VLQJOH� ��� FRUSRUDWH

&KLOH ����� ����� �� � �� � RI FDSLWDO ������
$VLD 	3DFLILF

+RQJ .RQJ �� �� �� 0RQLWRUHG E\ +.0$ ��� RI WRW� FDSLWDO

,QGLD 1RQH � WLHU � ��� 1RW $OORZHG &RUS� ���� *US� ���

,QGRQHVLD �� �� �� � ��� RI FDSLWDO� � ���

H[SRVXUH IRU VLQJOH FXUUHQF\

���

.RUHD 1RQH d WLHU � ��� ��� RI FDSLWDO ���

0DOD\VLD �� �� ��� 1R 5HVWULFWLRQV 1RQH

7KDLODQG ����� ����� �� 1HW ORQJ ��� WLHU �� 1HW VKRUW

��� WLHU �

��� RI WLHU �

6RXUFH� :RUOG %DQN ������
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5HIHUHQFHV

&DORPLULV�� &�� ������� %XLOGLQJ� DQ� ,QFHQWLYH� &RPSDWLEOH� 6DIHW\� 1HW�

-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH��9RO������SS������������

'KXPDOH�� 5�� ������� &DSLWDO� $GHTXDF\� 6WDQGDUGV�� $UH� 7KH\

6XIILFLHQW"�&%5�:RUNLQJ�3DSHU�6HULHV��1R�������-XQH������

(DWZHOO��-��DQG�7D\ORU��/���������*OREDO�)LQDQFH�DW�5LVN��1HZ�<RUN�

1HZ�3UHVV�

*RRGKDUW�� &��� 3�� +DUWPDQQ�� '�� /OHZHOO\Q�� /�� 5RMDV�6XDUH]�� DQG� 6�

:HLVEURG� �������)LQDQFLDO� 5HJXODWLRQ��:K\�� KRZ�� DQG� ZKHUH
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