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$EVWUDFW

/DZ� DQG� HFRQRPLFV� VFKRODUVKLS� KDV� UHFHQWO\� EHJXQ� WR� LQYHVWLJDWH� WKH� UROH� RI
VRFLDO� QRUPV� LQ� VKDSLQJ� DFWRUV¶� LQFHQWLYHV�� 7KLV� SDSHU� SUHVHQWV� HPSLULFDO
ILQGLQJV�RQ�WKH�ZD\�LQ�ZKLFK�D�JURXS�RI�VXFK�QRUPV��NQRZQ�FROOHFWLYHO\�DV�WKH
µ/RQGRQ�$SSURDFK¶�� JXLGH� WKH� UHVROXWLRQ� RI� ILQDQFLDO� GLVWUHVV� E\� FUHGLWRUV� RI
ODUJH� 8.� ILUPV� DQG� DFW� DV� D� VXEVWLWXWH� IRU� OHJDO� LQVROYHQF\� SURFHHGLQJV�� � ,W
DSSHDUV�WKDW�UHJXODWRU\�SUHVVXUH�DSSOLHG�E\�WKH�%DQN�RI�(QJODQG�PD\�KDYH�EHHQ
FULWLFDO�LQ�µVHHGLQJ¶�WKHVH�QRUPV��7KH�SDSHU�DOVR�H[DPLQHV�WKH�SURVSHFWV�IRU�WKH
/RQGRQ� $SSURDFK¶V� IXWXUH� LQ� OLJKW� RI� FKDQJHV� LQ� WKH� ILQDQFLDO� HQYLURQPHQW
EURXJKW�DERXW�E\�JOREDOLVDWLRQ�

-(/�&RGHV��*�����*�����.�����=���
.H\ZRUGV�� VRFLDO� QRUPV�� FRUSRUDWH� LQVROYHQF\�� /RQGRQ� $SSURDFK�� QRUP
VHHGLQJ

$FNQRZOHGJHPHQWV

7KLV� UHVHDUFK� IRUPV� SDUW� RI� WKH�%XVLQHVV� )DLOXUH�� %XVLQHVV� 2UJDQLVDWLRQ� DQG
0DFURHFRQRPLF�,QVWDELOLW\�UHVHDUFK�SURJUDPPH�EHLQJ�XQGHUWDNHQ�MRLQWO\�E\�WKH
(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�DQG�WKH�'HSDUWPHQW�RI�$SSOLHG�(FRQRPLFV
LQ� &DPEULGJH� 8QLYHUVLW\�� 7KH� VXSSRUW� RI� WKH� /HYHUKXOPH� 7UXVW�� ZKLFK� KDV
IXQGHG�WKLV�SURJUDPPH��LV�JUDWHIXOO\�DFNQRZOHGJHG��:H�WKDQN�'DYH�&DPSEHOO�
9DQHVVD� )LQFK�� *HRII� 0HHNV�� 3DXO� .DWWXPDQ�� %RE� 5RZWKRUQ� DQG� 0LFKDHO
:KLQFRS�IRU�WKHLU�KHOSIXO�FRPPHQWV�RQ�DQ�HDUOLHU�GUDIW��:H�DUH�DOVR�JUDWHIXO�IRU
VXJJHVWLRQV� UHFHLYHG� IROORZLQJ� SUHVHQWDWLRQV� WR� /HYHUKXOPH� SURJUDPPH
SDUWLFLSDQWV�� PHPEHUV� RI� WKH� &HQWUH� IRU� /HJDO� 3KLORVRSK\�� 8QLYHUVLW\� RI
/RXYDLQ�OD�1HXYH��WKH�1HWZRUN�RI�,QGXVWULDO�(FRQRPLVWV�$QQXDO�0HHWLQJ������
D�6WDII�6HPLQDU�DW�&DUGLII�/DZ�6FKRRO�DQG�DQ�637/�6HPLQDU�RQ�&RPSDQ\�/DZ
5HIRUP� DQG� (FRQRPLF� $QDO\VLV� DW� %RXUQHPRXWK� 8QLYHUVLW\�� 7KH� XVXDO
GLVFODLPHUV�DSSO\�

)XUWKHU�LQIRUPDWLRQ�DERXW�WKH�(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�FDQ�EH�IRXQG
RQ�WKH�:RUOG�:LGH�:HE�DW�WKH�IROORZLQJ�DGGUHVV��KWWS���ZZZ�FEU�FDP�DF�XN
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8QWLO�UHFHQWO\��µODZ�DQG�HFRQRPLFV¶�VFKRODUVKLS�KDV�WHQGHG�WR�DVVXPH
WKDW��LQ�D�ZRUOG�RI�SRVLWLYH�WUDQVDFWLRQ�FRVWV�DW�OHDVW²ODZ�KDV�D�GLUHFW
UHJXODWRU\� UROH� WR� SOD\� LQ� WKH� HFRQRP\�� 7KH� ODVW� IHZ� \HDUV� KDYH�
KRZHYHU��VHHQ�D�UHOD[DWLRQ�RI�WKLV�DVVXPSWLRQ�WR�LQFRUSRUDWH�WKH�UROH
SOD\HG� E\� VRFLDO� QRUPV� LQ� JXLGLQJ� WKH� EHKDYLRXU� RI� DJHQWV�� :KHUH
RQFH�LW�ZDV�FRPPRQSODFH�WR�DVVXPH�WKDW�ODZV�WDNH�RQ�D�GLUHFWO\�SULFH�
OLNH� FKDUDFWHU� LQ� LQGLYLGXDO� RSWLPLVDWLRQ� FDOFXODWLRQV�� LW� LV� QRZ
XQGHUVWRRG� WKDW� QRUPV� PD\� E\SDVV� �RU� VXEVWLWXWH� IRU�� ODZ¶V� LPSDFW
DOWRJHWKHU�� $QRWKHU� SRVVLELOLW\� LV� WKDW� WKH� ODZ¶V� HIIHFW� RQ� EHKDYLRXU
PD\� EH� LQGLUHFW�� GHSHQGLQJ� RQ� VXEWOH� LQWHUDFWLRQV� ZLWK� HPEHGGHG
QRUPV�

7KLV�VKLIW�LQ�DQDO\WLFDO�SHUVSHFWLYH�KDV�QRW�\HW�ILOWHUHG�WKURXJK�WR�WKH
ODZ� DQG� HFRQRPLFV� OLWHUDWXUH� RQ� FRUSRUDWH� LQVROYHQF\�� ZKLFK� KDV
FRQFHQWUDWHG� H[FOXVLYHO\� RQ� WKH� UROH� RI� OHJDO� UXOHV� LQ� UHVROYLQJ
ILQDQFLDO�GLVWUHVV��7KH�SULQFLSDO�GHEDWH�KDV�EHHQ�ZKHWKHU� LQVROYHQF\
ODZ� QHHG� EH� PDQGDWRU\�� 3RVLWLYH� VFKRODUVKLS� LQ� WKH� WUDGLWLRQ� RI
-DFNVRQ� ������� DQDO\VHV� PDQGDWRU\� LQVROYHQF\� ODZV� DV� D� QHFHVVDU\
PHFKDQLVP�IRU�UHVROYLQJ�WKH�SULVRQHU¶V�GLOHPPD�IDFHG�E\�FUHGLWRUV�RI
D� GLVWUHVVHG� ILUP�� 1RUPDWLYH� ZRUN� EXLOGLQJ� RQ� WKLV� VHHNV� WR� GHULYH
RSWLPDO� LQVROYHQF\� ODZV�� 2Q� WKH� RWKHU� KDQG�� +DXJHQ� DQG� 6HQEHW
������� ������� DSSO\LQJ� WKH�&RDVH� WKHRUHP�� DUJXH� WKDW� FUHGLWRUV�ZLOO
FRQWUDFW�H[�DQWH�WR�PLQLPLVH�WKH�FRVWV�RI�ILQDQFLDO�GLVWUHVV��$�VHFRQG
JHQHUDWLRQ� RI� QRUPDWLYH� SDSHUV� DSSOLHG� WKH� VWDQGDUG� DUJXPHQWV� IRU
IUHHGRP�RI�FRQWUDFW� WR� WKH� LQVROYHQF\�FRQWH[W��VXJJHVWLQJ� WKDW�SDUW\�
GHVLJQHG�RU�µGHIDXOW¶�LQVROYHQF\�ODZV�ZRXOG�KDYH�GHVLUDEOH�HIILFLHQF\
SURSHUWLHV��7KH�GHEDWH�LV�WKXV�DERXW�WKH�RSWLPDO�VRXUFH�RI�VXEVWDQWLYH
LQVROYHQF\� UXOHV�� DQG� LW� KDV� EHHQ� FRPPRQ� JURXQG� WKDW� SDUWLHV¶
LQFHQWLYHV� ZLOO� EH� VKDSHG� E\� OHJDO� HQIRUFHPHQW� PHFKDQLVPV�� 2XU
SDSHU¶V�FRQWULEXWLRQ�LV�WR�SRLQW�WKH�ZD\�WRZDUGV�DQ�LQFRUSRUDWLRQ�LQWR
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LQVROYHQF\� VFKRODUVKLS� RI� WKH� UROH� SOD\HG� E\� VRFLDO� QRUPV� LQ
UHJXODWLQJ�µLQVROYHQF\¶�SURFHVVHV�

:H� SUHVHQW� DQG� DQDO\VH� GDWD²SULQFLSDOO\� LQWHUYLHZV�ZLWK� VSHFLDOLVW
SURIHVVLRQDOV²RQ�WKH�ZD\�LQ�ZKLFK�WKH�GHEWV�RI�ILQDQFLDOO\�GLVWUHVVHG
SXEOLF� ILUPV� DUH� UHQHJRWLDWHG� LQ� WKH� 8.�� :H� ILQG� WKDW� WKHVH
QHJRWLDWLRQV� DUH� FRQGXFWHG� DFFRUGLQJ� WR� D� SURFHVV� NQRZQ� DV� WKH
µ/RQGRQ� $SSURDFK¶�� ZKLFK� KDV� WKH� IROORZLQJ� JHQHUDO� IHDWXUHV�� RQ
EHLQJ� LQIRUPHG�RI� WKH�GHEWRU¶V� ILQDQFLDO�GLVWUHVV��EDQN�FUHGLWRUV� ILUVW
DGRSW� D� µVWDQGVWLOO¶� ZKHUHE\� QRQH� HQIRUFH� LQGLYLGXDO� ULJKWV�� DQG
H[LVWLQJ� OLQHV� RI� FUHGLW� DUH� PDLQWDLQHG�� $Q� LQIRUPDO� FUHGLWRUV¶
FRPPLWWHH� LV� DSSRLQWHG� ZKLFK� VXSHUYLVHV� WKH� DSSRLQWPHQW� RI
LQYHVWLJDWLQJ�DFFRXQWDQWV��ZKR�UHSRUW�RQ�WKH�ILUP¶V�ILQDQFLDO�SRVLWLRQ�
,I� WKH� ILUP� LV� QRW� HFRQRPLFDOO\� GLVWUHVVHG�� D� GHEW� UHVWUXFWXULQJ� WKHQ
WDNHV�SODFH��XQGHU�ZKLFK���L��QHZ�ILQDQFH�LV�DFFRUGHG�SULRULW\��DQG��LL�
ORVVHV�DQG�JDLQV�DUH�VKDUHG�SUR�UDWD�DFFRUGLQJ�WR�FUHGLWRUV¶�VHQLRULW\
DQG� H[SRVXUH� DW� WKH� WLPH� RI� WKH� VWDQGVWLOO�� �LLL�� D� XQDQLPLW\� UXOH� LV
DSSOLHG� WR� YRWLQJ��:KLOVW� WKH� UHVXOWLQJ� UHVWUXFWXULQJ� DJUHHPHQWV� DUH
OHJDOO\�ELQGLQJ��FUHGLWRUV�DUH�QRW�OHJDOO\�REOLJHG�WR�HQJDJH�LQ�DQ\�SDUW
RI� WKH� SURFHVV� OHDGLQJ� XS� WR� WKHP�� +RZ�� WKHQ�� FDQ� ZH� DFFRXQW� IRU
WKHVH�UHJXODULWLHV"

(QJOLVK� FRUSRUDWH� LQVROYHQF\� ODZ� LV� FOHDUO\� UHOHYDQW� WR� WKH� ZD\� LQ
ZKLFK�SDUWLHV�EHKDYH��,QVROYHQF\�SURFHHGLQJV�FDQ�EH�FRPPHQFHG�E\
DQ� LQVROYHQW� GHEWRU� RU� DQ\� RI� LWV� FUHGLWRUV�� 7KXV� DQ\� DWWHPSW� E\� D
FUHGLWRU� WR� HQIRUFH� LWV� GHEW� LQGLYLGXDOO\� ZLOO� SURYRNH� LQVROYHQF\�
$OWKRXJK� DWWHPSWV� WR� UHQHJRWLDWH� ZLOO� QRW� EH� FRVWOHVV�� UDWLRQDO
FUHGLWRUV�ZLOO� SUHIHU� WR� GR� VR� SURYLGHG� WKDW� WKH\� H[SHFW� WKH� FRVWV� RI
UHQHJRWLDWLRQ� WR� EH� ORZHU� WKDQ� WKH� FRVWV� RI� LQVROYHQF\� SURFHHGLQJV
�+DXJHQ� DQG� 6HQEHW�� ������� ,Q� SDUWLFXODU�� LI� QHJRWLDWLRQV� FDQ� EH
FRQGXFWHG� LQ� VHFUHF\�� WKHQ� µLQGLUHFW¶� FRVWV� VXFK� DV� ORVV� RI� JRRGZLOO
ZKLFK� DUH� DVVRFLDWHG� ZLWK� WKH� SXEOLF� HYHQW� RI� LQVROYHQF\� FDQ� EH
DYRLGHG�� (PSLULFDO� VWXGLHV� VXJJHVW� VXFK� FRVWV�� JHQHUDWHG� E\
XQFHUWDLQW\� DERXW� WKH� ILUP¶V� IXWXUH�� DUH� ODUJH� �&XWOHU� DQG� 6XPPHUV�
�������DQG�WKXV�WKH�SRWHQWLDO�UHQHJRWLDWLRQ�VXUSOXV�LV�VLJQLILFDQW�
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+RZHYHU�� WKH� OHJDO� UXOHV� LQ� WKH� EDFNJURXQG� RI� WKH� µUHQHJRWLDWLRQ
JDPH¶�GR�QRW�RI� WKHPVHOYHV�PLWLJDWH�SRWHQWLDOO\�VLJQLILFDQW�REVWDFOHV
WR� PXOWLODWHUDO� EDUJDLQLQJ� VXFK� DV� IUHH�ULGHU� SUREOHPV�� µUDQVRP¶
GHPDQGV�� DV\PPHWULF� LQIRUPDWLRQ�� DQG� KHWHURJHQHRXV� SULRULWLHV�
7KHVH�FRXOG� OHDG� WR� UHQHJRWLDWLRQV� IDLOLQJ�DQG� WKH� ILUP� VXEVHTXHQWO\
HQWHULQJ�D�IRUPDO�LQVROYHQF\�SURFHGXUH��,I�WKLV�KDSSHQV��WKHQ�FUHGLWRUV
ZLOO� KDYH� LQFXUUHG� SURIHVVLRQDO� IHHV� GXULQJ� WKH� UHQHJRWLDWLRQ� LQ
DGGLWLRQ� WR� WKH� FRVWV�RI� LQVROYHQF\��&UHGLWRUV� DQWLFLSDWLQJ� WKLV� UHVXOW
ZRXOG� RSW� IRU� LPPHGLDWH� LQVROYHQF\�� 6LQFH� LQVROYHQF\� PD\� EH
SURYRNHG�E\�D� VLQJOH� FUHGLWRU��ZH�ZRXOG� H[SHFW� WR� REVHUYH� IUHTXHQW
FROODSVH� LQWR� LQVROYHQF\� RI� ODUJH� ILUPV�� 7KH� IDFW� WKDW� ZH� GR� QRW
VXJJHVWV� WKDW� QRQ�OHJDO� FRQVWUDLQWV� DUH� RSHUDWLQJ� RQ� WKH� SDUWLHV¶
EHKDYLRXU�

:H� ILQG� WKDW� SURIHVVLRQDO� QHJRWLDWRUV� FRQVLGHU� WKDW� WKH� SURFHGXUH
NQRZQ� DV� WKH� µ/RQGRQ� $SSURDFK¶� LV� PRUH� WKDQ� MXVW� DQ� HPSLULFDO
UHJXODULW\�� EXW� KDV� QRUPDWLYH� IRUFH�� 7KH\� JLYH� D� YDULHW\� RI
H[SODQDWLRQV�RI�ZK\� WKH\�DQG� WKHLU� FOLHQWV�DFW� LQ� DFFRUGDQFH�ZLWK� LW�
2QH� LV� D� SHUFHLYHG� WKUHDW� RI� UHJXODWRU\� VDQFWLRQV� IURP� WKH� %DQN� RI
(QJODQG�� :H� FRQVLGHU� WKDW� WKLV� DFFRXQW� LV� PRUH� SODXVLEOH� DV� D
KLVWRULFDO�H[SODQDWLRQ�IRU�WKH�RULJLQV�RI�WKH�/RQGRQ�$SSURDFK�WKDQ�DV
WKH� PHFKDQLVP� E\� ZKLFK� LW� FRQWLQXHV� WR� H[LVW�� :KLOVW� WKH� %DQN� RI
(QJODQG�GLG�LQWHUYHQH�GLUHFWO\�LQ�ZRUNRXWV�GXULQJ�WKH�����V�DQG�HDUO\
����V��LW�VXEVHTXHQWO\�ZLWKGUHZ�IURP�WKLV�UROH�DQG�HQFRXUDJHG�PDUNHW
DFWRUV� WR� RUJDQLVH� ZRUNRXWV� DPRQJVW� WKHPVHOYHV�� )XUWKHUPRUH�� LWV
VXSHUYLVRU\�UROH�DV�EDQNLQJ�UHJXODWRU�ZDV�WUDQVIHUUHG�WR�WKH�)LQDQFLDO
6HUYLFHV�$XWKRULW\�LQ������

2XU�GDWD�VXJJHVW�WKDW�VHYHUDO�GHFHQWUDOLVHG�HQIRUFHPHQW�PHFKDQLVPV
DUH� FXUUHQWO\� DW� ZRUN�� �L�� 6HFXUHG� FUHGLWRUV� ZLWK� WLPH�VHQVLWLYH
FROODWHUDO�ZKR�KDYH�DQ�LQFHQWLYH�WR�SUHVV�IRU�LQVROYHQF\�DUH�GLVVXDGHG
IURP�GRLQJ�VR�WKURXJK�WKH�WKUHDW�RI�H[FOXVLRQ�IURP�IXWXUH�EXVLQHVV�E\
RWKHU� EDQNV�� 7KLV� VXJJHVWV� DQ� LQIRUPDO� QRUP� RI� UHFLSURFDO
FRRSHUDWLRQ��7KHRUHWLFDO�ZRUN�KDV�VKRZQ�WKDW�VXFK�QRUPV�DUH�VWDEOH�LQ
µFOXEV¶�ZKHUH�SDUWLHV�DUH�DEOH� WR�H[FOXGH�QRQFRRSHUDWRUV�DW� ORZ�FRVW
IURP�D�FRPPRQ�UHVRXUFH��,Q�WKLV�FDVH�� WKH�FRPPRQ�UHVRXUFH�DSSHDUV
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WR� EH� IXWXUH� EXVLQHVV�� �LL�� 7KH� µXQDQLPRXV� FRQVHQW¶� IHDWXUH� RI� WKH
/RQGRQ�$SSURDFK�DFWV�WR�HOLPLQDWH�IUHH�ULGHU�SUREOHPV��,W�DSSHDUV�WR
EH�VHOI�HQIRUFLQJ� �L�H�� D�1DVK�HTXLOLEULXP��� LI� DOO�RWKHU�FUHGLWRUV�ZLOO
UHQHJRWLDWH� LI� FUHGLWRU�$� UHQHJRWLDWHV�� EXW� QRW� LI�$� GRHV� QRW�� WKHQ�$
KDV�QR�LQFHQWLYH�WR�GR�DQ\WKLQJ�RWKHU�WKDQ�UHQHJRWLDWH���LLL��8QDQLPLW\
VHHPV� WR� FUHDWH� D� ULVN� RI� µUDQVRP¶� GHPDQGV�� ZKHUHE\� NQRZLQJ� WKDW
UHQHJRWLDWLRQV�FDQ�RQO\�VXFFHHG�LI�LW�FRQVHQWV��FUHGLWRU�$�PD\�GHPDQG
D� EULEH�� 7KHRUHWLFDO� ZRUN� VXJJHVWV� WKDW� SDUWLHV� ZLOO� XVH�EDFNZDUGV
LQGXFWLRQ� WR� GHGXFH� WKDW� WKUHDWV� QRW� WR� FRRSHUDWH� XQGHU� WKHVH
FLUFXPVWDQFHV�DUH�QRW�FUHGLEOH��0RGHOV�RI�QRQFRRSHUDWLYH�EDUJDLQLQJ
XQGHU� V\PPHWULF� LQIRUPDWLRQ� VXJJHVW� WKDW� WKLV� SURFHVV�ZLOO� UHVXOW� LQ
LPPHGLDWH�DQG�HTXDO�GLYLVLRQ�RI� WKH� VXUSOXV��2XU� LQWHUYLHZV�VXJJHVW
WKDW�SDUWLHV�GR�DQWLFLSDWH�WKH�OLNHO\�UHVSRQVHV�RI�RWKHU�FUHGLWRUV� WR�DQ
RIIHU��+RZHYHU��WKH�H[SHFWHG�UHVSRQVH�LV�WKDW�FUHGLWRUV�ZLOO�QRW�DFFHSW
OHVV�WKDQ�D�SUR�UDWD�VKDUH��7KLV�LV�FRQVLVWHQW�ZLWK�H[SHULPHQWDO�UHVXOWV
DERXW�QRUPV�RI�µIDLUQHVV¶�LQ�EDUJDLQLQJ��,W�DSSHDUV�WKDW�WKH�H[SHFWDWLRQ
RI� SUR� UDWD� VKDULQJ� RI� VXUSOXV� LPSRVHV� D� FRQVWUDLQW� RQ� WKH�RIIHUV
ZKLFK� DUH� µDFFHSWDEOH¶� WR� FUHGLWRUV�� �LY�� $V\PPHWULF� LQIRUPDWLRQ
SUREOHPV� DUH� JUHDWO\� UHGXFHG� E\� WKH� QRPLQDWLRQ� RI� D� µOHDG� EDQN¶
ZKLFK� RYHUVHHV� WKH� JDWKHULQJ� RI� LQIRUPDWLRQ� DQG� WKHQ� SURPXOJDWHV
WKLV� WR� FUHGLWRUV� DV� WKH� LQIRUPDWLRQ�ZKLFK�ZLOO� EH� µDXWKRULWDWLYH¶� IRU
QHJRWLDWLRQV�� 7KLV� VHHPV� WR� EH� D� VHOI�HQIRUFLQJ� VROXWLRQ� WR� D
FRRUGLQDWLRQ�SUREOHP��JLYHQ�WKDW�RWKHU�FUHGLWRUV�ZLOO�DELGH�E\�WKH�OHDG
EDQN¶V� µILQGLQJV¶�� WKHQ� FUHGLWRU� $� KDV� QR� LQFHQWLYH� WR� LQYHVW
XQLODWHUDOO\� LQ� LQIRUPDWLRQ�JDWKHULQJ� DQG� WKHQ� DWWHPSW� WR� SHUVXDGH
RWKHU�EDQNV�WR�DJUHH�ZLWK�LW�LQVWHDG�

/RRNLQJ� EDFNZDUGV�� WKH� UHODWLYH� LPSRUWDQFH� RI� WKHVH� PHFKDQLVPV
DSSHDUV� WR� KDYH� FKDQJHG� RYHU� WLPH��:H� VSHFXODWH� WKDW� WKH� %DQN� RI
(QJODQG¶V�UROH�PD\�KDYH�EHHQ�FUXFLDO�DW�WKH�RXWVHW��ZLWK�WKH�/RQGRQ
$SSURDFK� LQLWLDOO\� VXSSRUWHG� E\� D� �SHUFHLYHG�� WKUHDW� RI� UHJXODWRU\
VDQFWLRQV��7KH�%DQN¶V� VXEVHTXHQW�SROLF\�DSSHDUV� WR�KDYH�EHHQ�PRUH
FRQFHUQHG� ZLWK� HQJHQGHULQJ�PDUNHW� H[SHFWDWLRQV�� 7KLV� LV� FRQVLVWHQW
ZLWK�WKHRUHWLFDO�DFFRXQWV�RI�WKH�SRVVLELOLWLHV�RI�µVHHGLQJ¶�E\�WKH�VWDWH
LQ�WKH�IRUPDWLRQ�RI�FRQYHQWLRQV�DQG�QRUPV��DQG�WKHUHE\�KLJKOLJKWV�WKH
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UROH� SOD\HG� E\� IRUPDO� OHJDO� DQG� JRYHUQPHQWDO� PHFKDQLVPV� LQ
VWLPXODWLQJ�WKH�HYROXWLRQ�RI�QRUPV�

7KH� PDUNHWSODFH� ZLWKLQ� ZKLFK� WKH� /RQGRQ� $SSURDFK� RSHUDWHV� LV
FXUUHQWO\�FKDQJLQJ�DV�D�UHVXOW�RI� LQFUHDVHG�JOREDOLVDWLRQ�RI�FRUSRUDWH
ILQDQFH�� DQG� WKH� GHYHORSPHQW� RI� D� VHFRQGDU\� PDUNHW� IRU� GLVWUHVVHG
GHEW�LQ�/RQGRQ��7KLV�KDV�OHG�WR�DQ�LQIOX[�RI�86�EDVHG�µYXOWXUH�IXQG¶
LQYHVWRUV�� ZKR� GR� QRW� DSSHDU� WR� EH� IDPLOLDU� ZLWK� WKH� QRUPV� WKDW
FRQVWLWXWH�WKH�/RQGRQ�$SSURDFK��7KH�FRQVHTXHQFHV�RI�WKHVH�FKDQJHV
ZLOO� LPSDFW� GLIIHUHQWO\� RQ� WKH� YDULRXV� HQIRUFHPHQW� PHFKDQLVPV� ZH
KDYH� LGHQWLILHG�� 7KH� GHEW� WUDGHUV� DUH� QRW� LQ� WKH� EXVLQHVV� RI
SDUWLFLSDWLQJ�LQ�V\QGLFDWHG� ORDQV�DW� WKH�RXWVHW��DQG�VR�DUH�XQOLNHO\� WR
EH�LQIOXHQFHG�E\�WKH�WKUHDW�RI�H[FOXVLRQ�IURP�WKLV�µFRPPRQ�UHVRXUFH¶
RYHU� ZKLFK� /RQGRQ� EDQNV� FRQWURO� DFFHVV�� 7KXV� WKH� H[LVWLQJ� µFOXE¶
PHFKDQLVP� RI� HQIRUFHPHQW� PD\� EH� GHVWDELOLVHG�� +RZHYHU�� WKH� QHZ
SOD\HUV� DUH� OLNHO\� WR� FRPH�XS� DJDLQVW� EDQNV²DQG� HDFK�RWKHU²TXLWH
IUHTXHQWO\�LQ�GHEW�UHQHJRWLDWLRQV��0DUNHW�DVVRFLDWLRQV�KDYH�IRUPHG�IRU
WKH�WUDGLQJ�RI�GLVWUHVVHG�GHEW��DQG�LW�VHHPV�SODXVLEOH�WKDW�SDUWLHV�ZKR
FRQVLVWHQWO\�FUHDWH�GLIILFXOWLHV�PD\�EH�H[FOXGHG�E\�VXFK�DVVRFLDWLRQV
IURP�WKH�DELOLW\�WR�SXUFKDVH�GLVWUHVVHG�GHEW�

7KH� UHVW� RI� WKLV� SDSHU� LV� VWUXFWXUHG� DV� IROORZV�� 6HFWLRQ� �� RIIHUV� D
UHYLHZ�RI�WKH�ODZ�DQG�HFRQRPLFV�VFKRODUVKLS�RQ�LQVROYHQF\��6HFWLRQ��
VHHNV� WR�FODULI\� VRPH�GHILQLWLRQDO�LVVXHV�ZKLFK�KDYH�DULVHQ� IURP� WKH
FRQWHPSRUDU\� GHEDWH� RYHU� QRUPV� DQG� FRQYHQWLRQV� ZLWKLQ� ODZ� DQG
HFRQRPLFV� VFKRODUVKLS�� ,Q� VHFWLRQ���� D� VW\OLVHG� DFFRXQW� LV� RIIHUHG�RI
KRZ� D� W\SLFDO� /RQGRQ� $SSURDFK� ZRUNRXW� SURFHHGV�� 6HFWLRQ� �� WKHQ
FRQVLGHUV�WKH�IXQFWLRQDOLW\�RI�WKLV�SURFHGXUH��WKH�ZD\�LQ�ZKLFK�DVVLVWV
SDUWLHV� LQ� UHGXFLQJ� WUDQVDFWLRQ� FRVWV�� DQG� LWV�VWDELOLW\�� KRZ� DUH� WKH
µQRUPV¶� HQIRUFHG"� 6HFWLRQ� �� WKHQ� FRQVLGHUV� WKH� HYROXWLRQ� RI� WKHVH
QRUPV�� VSHFXODWLQJ� WKDW� WKHLU� FXUUHQW� IRUP� UHIOHFWV� WKH� LQIOXHQFH� RI
LQVWLWXWLRQDO� IHDWXUHV� RI� WKH� HQYLURQPHQW� LQ� ZKLFK� WKH\� GHYHORSHG�
LQFOXGLQJ�WKH�UROH�SOD\HG�E\�WKH�%DQN�RI�(QJODQG�LQ�VWLPXODWLQJ�WKHLU
HPHUJHQFH�DQG�VXEVHTXHQW�GLVVHPLQDWLRQ��7KH�SURVSHFWV�IRU�WKH�IXWXUH
HYROXWLRQ�RI� WKH�/RQGRQ�$SSURDFK�XQGHU�FRQGLWLRQV�RI�JOREDOLVDWLRQ
LQ�ILQDQFLDO�PDUNHWV�DUH�DOVR�GLVFXVVHG��6HFWLRQ���FRQFOXGHV��RXWOLQLQJ



�

VRPH�LPSOLFDWLRQV�IRU�LQVROYHQF\�VFKRODUVKLS�DQG�D�SDUWLDO�DJHQGD�IRU
IXWXUH�UHVHDUFK�

� )LQDQFLDO�'LVWUHVV��5HQHJRWLDWLRQ�DQG�&RUSRUDWH�,QVROYHQF\

0DNLQJ� XVH� RI� GHEW� ILQDQFH� LV� FRVWO\� IRU� ILUPV²LQ� H[SHFWHG� YDOXH
WHUPV²EHFDXVH� LW� GLVWRUWV� WKH� LQYHVWPHQW� LQFHQWLYHV� RI� VKDUHKROGHUV
DQG� PDQDJHUV� DFWLQJ� LQ� DFFRUGDQFH� ZLWK� WKHLU� LQWHUHVWV�� DQG� EULQJV
ZLWK� LW� D� SRVVLELOLW\� RI� ILQDQFLDO� GLVWUHVV�� 0RGHUQ� FRUSRUDWH� ILQDQFH
WKHRU\�KROGV�WKDW�ILUPV�LQFXU�WKHVH�FRVWV�EHFDXVH�RI�RIIVHWWLQJ�EHQHILWV
GHEW�EULQJV��4XLWH�DSDUW�IURP�WD[�DGYDQWDJHV��GHEW�LV�WKRXJKW�WR�DVVLVW
LQ�UHGXFLQJ�WKH�FRVWV�RI�VHOI�VHUYLQJ�EHKDYLRXU�E\�FRUSRUDWH�PDQDJHUV�
7KH� EDVLF� LGHD� LV� WKDW� GHIDXOW� RQ� GHEW� JLYHV� FUHGLWRUV� WKH� ULJKW� WR
UHPRYH� DVVHWV� IURP� PDQDJHUV¶� FRQWURO�� 7KLV� ZLOO� WHQG� WR� IRFXV
PDQDJHUV¶� PLQGV� H[� DQWH� �-HQVHQ�� ������ ������� DQG� DOVR� DOORZV
FUHGLWRUV� WR� HQJLQHHU� WKH� UHPRYDO� RI� XQGHUSHUIRUPLQJ� PDQDJHUV�H[
SRVW��*LOVRQ��������*LOVRQ�HW�DO��������*LOVRQ�DQG�9HWVX\SHQV��������

/DZ�DQG�HFRQRPLFV�VFKRODUVKLS�WHQGV�WR�DVVXPH�WKDW�WKH�HQKDQFHPHQW
RI� HIILFLHQF\� LV� WKH� SULQFLSDO� JRDO� RI� FRUSRUDWH� DQG� FRPPHUFLDO� ODZ�
$FFRUGLQJO\�� DQDO\VLV� RI� FRUSRUDWH� LQVROYHQF\� ODZ� LQ� WKLV� WUDGLWLRQ
EHJDQ�E\�VHHNLQJ�SRVVLEOH�HIILFLHQF\�UDWLRQDOHV�IRU�LWV�H[LVWHQFH��7KH
EHVW�NQRZQ� DQDO\VLV� LV� GXH� WR� -DFNVRQ� �������� 2XWVLGH� LQVROYHQF\
SURFHHGLQJV�� FUHGLWRUV� DUH� IUHH� WR� SXUVXH� LQGLYLGXDO� GHEW� FROOHFWLRQ
UHPHGLHV�DJDLQVW�D�GHIDXOWLQJ�GHEWRU��7KHVH�RSHUDWH�RQ�D�µILUVW�FRPH�
ILUVW�VHUYHG¶�EDVLV��ZLWK�WKH�UHVXOW�WKDW�D�µUDFH�WR�FROOHFW¶�FDQ�HQVXH�LI�D
ILUP� LV� LQ� GDQJHU� RI� EHLQJ� XQDEOH� WR� SD\� LWV� GHEWV��$VVHWV�ZRXOG� EH
VROG� RII� VHSDUDWHO\�� ZLWK� WKH� FRQVHTXHQFH� WKDW� WKH� ILUP¶V� EXVLQHVV
ZRXOG� EH� GLVPHPEHUHG�� :KHUH� WKH� ILUP� LV� ZRUWK� PRUH� DV� D� JRLQJ
FRQFHUQ�� WKH� FUHGLWRUV� RI� VXFK� D� ILUP� ILQG� WKHPVHOYHV� IDFHG� ZLWK� D
FODVVLF� µSULVRQHU¶V� GLOHPPD¶�� $OO� RWKHU� VWUDWHJLHV� DUH� VWULFWO\
GRPLQDWHG� E\� µFROOHFW¶� ZKLFK� QHYHUWKHOHVV� OHDGV� WR� WKH� FROOHFWLYHO\
VXERSWLPDO� RXWFRPH�RI� SLHFHPHDO� OLTXLGDWLRQ�� -DFNVRQ� DUJXHG� WKDW� D
SULPDU\� UDWLRQDOH� IRU� LQVROYHQF\� ODZ�ZDV� WKDW� LW� IRUFHG� FUHGLWRUV� WR
DELGH� E\� D� FROOHFWLYH� SURFHGXUH�� WKHUHE\� µVROYLQJ¶� WKH� SULVRQHU¶V
GLOHPPD�



�

6LQFH� -DFNVRQ¶V� RULJLQDO� LQVLJKW�� ODZ� DQG� HFRQRPLFV� VFKRODUV� KDYH
VRXJKW� WR� HVWDEOLVK� WKH�FRQWHQW� RI� WKH� µRSWLPDO¶²FRVW�PLQLPLVLQJ²
LQVROYHQF\� SURFHGXUH�� 6WDUWLQJ� ZLWK� WKH� VRFLDO� FRVWV� JHQHUDWHG� E\� D
µUDFH� WR� FROOHFW¶�� WKH� IUDPH� RI� UHIHUHQFH� H[SDQGHG� WR� HQFRPSDVV
RSWLPLVDWLRQ�DFURVV�VHYHUDO�PDUJLQV�� WKH�GHSOR\PHQW�RI� WKH�EDQNUXSW
ILUP¶V�DVVHWV�� WKH�OHQJWK�RI� WLPH�WDNHQ�DQG�SURIHVVLRQDO� IHHV� LQFXUUHG
LQ� LQVROYHQF\� SURFHHGLQJV�� WKH� FRVWV� RI� EDUJDLQLQJ� RYHU� WKH
GLVWULEXWLRQ�RI�DVVHWV� LQ� LQVROYHQF\��DQG� WKH�SUHLQVROYHQF\�LQFHQWLYHV
JLYHQ�WR�SDUWLHV�PDNLQJ�LQYHVWPHQW�GHFLVLRQV��7KLV�JDYH�ULVH�WR�D�ZLGH
YDULHW\� RI� SURSRVDOV� IRU� LPSURYHG� UHJLPHV� �5RH�� ������ %HEFKXN�
������ $JKLRQ� HW� DO�� ������� $V� WKLV� OLWHUDWXUH� GHYHORSHG�� WKH
RSWLPLVDWLRQ� µSUREOHP¶� JUDGXDOO\� H[SDQGHG� IURP� RQH� RI�PLQLPLVLQJ
FRVWV� RI� FROOHFWLYH� DFWLRQ� WR� RQH� HQFRPSDVVLQJ� D� YDULHW\� RI
SUHLQVROYHQF\�LQFHQWLYHV��VHH�7ULDQWLV��������

0XFK� RI� WKH� µRSWLPDO� LQVROYHQF\¶� OLWHUDWXUH� SURFHHGV� IURP� WKH
DVVXPSWLRQ� WKDW� IRUPDO� OHJDO� SURFHHGLQJV� DUH� WKH� ZD\� LQ� ZKLFK
ILQDQFLDO� GLVWUHVV� JHWV� UHVROYHG���+RZHYHU�� WKLV�PD\� SD\� LQVXIILFLHQW
DWWHQWLRQ� WR� WKH� &RDVH� WKHRUHP�� :KHUHYHU� WKH� WUDQVDFWLRQ� FRVWV� RI
EDUJDLQLQJ� DUH� ORZHU� WKDQ� WKH� H[SHFWHG� FRVWV� RI� LQVROYHQF\�� WKHQ
UDWLRQDO�FUHGLWRUV�ZLOO�FKRRVH�WR�UHQHJRWLDWH�LQVWHDG�RI�HQWHULQJ�IRUPDO
SURFHHGLQJV� �+DXJHQ� DQG� 6HQEHW�� ������� µ:RUNRXWV¶� DUH� LQGHHG� D
IUHTXHQW� RFFXUUHQFH� LQ� WKH� 86� �*LOVRQ� HW� DO�� ������� +HQFH� WR
XQGHUVWDQG� LQVROYHQF\� IXOO\�ZH�PXVW�DOVR�EH� DEOH� WR�DFFRXQW� IRU� WKH
WUDQVDFWLRQ� FRVWV� RI� GHEW�UHQHJRWLDWLRQ�� 7KHLU� H[LVWHQFH� ZLOO� EH� WKH
µVOLSZD\¶�WR�LQVROYHQF\�SURFHHGLQJV�IRU�ILQDQFLDOO\�GLVWUHVVHG�ILUPV�

*LYHQ�WKH�H[LVWHQFH�RI�D�FROOHFWLYH�LQVROYHQF\�SURFHGXUH�ZKLFK�FDQ�EH
UHVRUWHG�WR�LI�QHJRWLDWLRQV�IDLO��FUHGLWRUV�RI�D�GLVWUHVVHG�ILUP�QR�ORQJHU
IDFH�D�SULVRQHU¶V�GLOHPPD��+RZHYHU��D�QXPEHU�RI�RWKHU�LPSHGLPHQWV
WR� VXFFHVVIXO� UHVWUXFWXULQJ� DJUHHPHQWV� KDYH� EHHQ� LGHQWLILHG�� �L�� 5RH
������� LGHQWLILHV� D� IUHH�ULGHU� �µKROG� RXW¶�� SUREOHP� �VHH� DOVR�*HUWQHU
DQG� 6FKDUIVWHLQ�� ������� &RQVLGHU� D� FUHGLWRU� ZKR� UHDVRQV� WKDW� LWV
GHFLVLRQ�ZKHWKHU�RU�QRW�WR�SDUWLFLSDWH�LQ�D�UHVWUXFWXULQJ�ZLOO�QRW�DIIHFW
WKH�DJUHHPHQW¶V�FKDQFHV�RI�VXFFHVV��,I�WKH�FUHGLWRU�GRHV�QRW�SDUWLFLSDWH



�

DQG� D� ZRUNRXW� JRHV� DKHDG�� LW� ZLOO� EHQHILW� IURP� WKH� RWKHU� FUHGLWRUV¶
GHFLVLRQV� WR� UHGXFH� WKH� IDFH� YDOXH� RI� WKHLU� FODLPV�

�
� <HW� LI� PDQ\

FUHGLWRUV�UHDVRQ�LQ�WKLV�ZD\��DQ�LQVXIILFLHQW�QXPEHU�ZLOO�DJUHH�WR�WKH
ZRUNRXW� WR� DOORZ� LW� WR� VXFFHHG�� �LL�� &UHGLWRUV� PD\� DOVR� HQJDJH� LQ
RSSRUWXQLVWLF� µKROG�XS¶� EHKDYLRXU�� GHPDQGLQJ� D� ODUJHU� VKDUH� RI� WKH
RYHUDOO�UHWXUQV�DV�WKH�SULFH�IRU�WKHLU�DJUHHPHQW��5RH���������������LLL�
&UHGLWRUV� RIWHQ� KDYH� KHWHURJHQHRXV� SULRULWLHV��� 7KLV� PHDQV� WKDW� WKH
ORFL�RI�WKHLU�LQWHUHVWV�DUH�OLNHO\�DOVR�WR�EH�GLIIHUHQW��DQG�WKDW�GLVSXWHV
DERXW� WKH� DSSURSULDWH� FRXUVH� RI� DFWLRQ� IRU� WKH� ILUP� DUH� OLNHO\� WR
EHFRPH�PRUH�GLIILFXOW�WR�UHVROYH��%DLUG����������LY��'LIIHUHQFHV�PD\
EH�FRPSRXQGHG�E\�WKH�SUHVHQFH�RI�DV\PPHWULF�LQIRUPDWLRQ�DERXW�WKH
ILUP¶V�ILQDQFLDO�SURVSHFWV�DQG�RWKHU�FUHGLWRUV¶�SRVLWLRQV��&RQVLVWHQWO\
ZLWK�WKH�H[LVWHQFH�RI�WKHVH�W\SHV�RI�SUREOHPV��TXDQWLWDWLYH�VWXGLHV�RI
86�GDWD� VKRZ� WKDW� RXW�RI�FRXUW� UHQHJRWLDWLRQV� RI� GLVWUHVVHG� GHEW� DUH
PRUH� OLNHO\� ZKHUH� ILUPV� KDYH� UHODWLYHO\� KRPRJHQHRXV� FDSLWDO
VWUXFWXUHV� �*LOVRQ�HW� DO�� ������$VTXLWK�HW� DO�� ������&KDWWHUMHH�HW� DO�
������FI��)UDQNV�DQG�7RURXV��������

+DXJHQ� DQG� 6HQEHW� ������� DUJXH� WKDW� WKHVH� FRVWV� FDQ� EH� UHQGHUHG
LQVLJQLILFDQW� E\� DSSURSULDWHO\�GHVLJQHG� ILQDQFLDO� FRQWUDFWV�� )RU
H[DPSOH��SURYLVLRQV�FRXOG�EH�LQFRUSRUDWHG�LQWR�ERQG�LQGHQWXUHV�ZKLFK
DOORZ�D�PDMRULW\�WR�GHFLGH�ZKHWKHU�RU�QRW�D�ZRUNRXW�RIIHU�VKRXOG�EH
DFFHSWHG�� 7KLV� ZRXOG� SUHYHQW� LQGLYLGXDO� FUHGLWRUV� IURP� HQJDJLQJ� LQ
µKROG�XS¶� WDFWLFV� DQG� DOVR� UHPRYH� DQ\� DGYDQWDJH� WR� µIUHH�ULGLQJ¶�
,QWHUHVWLQJO\��D�SDUDOOHO�OLWHUDWXUH�KDV�DGYRFDWHG�D�VLPLODU�DSSURDFK�WR
WKH�SURYLVLRQ�RI�LQVROYHQF\�SURFHGXUHV��5DVPXVVHQ��������6FKZDUW]�
�������7KHVH�SDSHUV�EHJLQ�ZLWK�WKH�REVHUYDWLRQ�WKDW�WKH�µSULVRQHUV¶�LQ
-DFNVRQ¶V� PRGHO� IDFH� QR� GLOHPPD� LI� WKH\� DUH� DEOH� WR� FRQWUDFW� LQ
DGYDQFH�WR�FR�RSHUDWH��7KH�DUJXPHQW�LV�WKHQ�WKDW�FUHGLWRUV�GR�QRW�IDFH
D�FR�RSHUDWLRQ�SUREOHP�EXW�UDWKHU�RQH�RI�FR�RUGLQDWLRQ²KRZ�WR�DJUHH
RQ� ZKLFK� LQVROYHQF\� SURFHGXUH� WKH\� ZLOO� µFRQWUDFW� IRU¶�� ,I� FUHGLW
PDUNHWV� DUH� LQIRUPDWLRQDOO\� HIILFLHQW�� WKHQ� WKH� ILUP� ZLOO� KDYH
DSSURSULDWH�LQFHQWLYHV�WR�RIIHU�D�SURFHGXUH�WKDW�ZLOO�PD[LPLVH�WKH�QHW
EHQHILWV�RI�GHEW�ILQDQFH��VROYLQJ�DQ\�FR�RUGLQDWLRQ�SUREOHP�



�

7KHUH�DUH�VLJQLILFDQW�OHJDO�REVWDFOHV�WR�WKH�XWLOLVDWLRQ�RI�µFRQWUDFWXDO¶
PHFKDQLVPV�IRU�UHGXFLQJ�WKH�FRVWV�RI�ILQDQFLDO�GLVWUHVV���L��5HJXODWRU\
SURYLVLRQV�GLUHFWO\�UHVWULFW�WKH�UDQJH�RI�FRQWUDFWXDO�SURYLVLRQV�WKDW�DUH
SHUPLWWHG�� )RU� H[DPSOH�� WKH� 86� 7UXVW� ,QGHQWXUH� $FW� ����� SUHYHQWV
PDMRULW\�YRWLQJ�FODXVHV�IURP�EHLQJ�LQFRUSRUDWHG�LQ�ERQG�LQGHQWXUHV�LQ
UHODWLRQ� WR� FKDQJHV�RI� LQWHUHVW� DQG�SULQFLSDO� �5RH�� ������&RIIHH� DQG
.OHLQ�����������LL��)LUPV�DQG�WKHLU�FUHGLWRUV�PD\�QRW�µFRQWUDFW�RXW¶�RI
WKHLU� ULJKW� WR� XVH� VWDWH�VXSSOLHG� LQVROYHQF\� SURFHGXUHV� �6FKZDUW]�
������� 7KLV� OLPLWV� WKH� VHW� RI� H[� DQWH� FRQWUDFWV� ZKLFK� ZLOO� EH
DFKLHYDEOH��LQ�RUGHU�WR�HQVXUH�WKDW�QR�SDUW\�KDV�DQ�LQFHQWLYH�WR�GHIHFW�
WKH\� PXVW� PDNH� DOO� SDUWLHV� EHWWHU� RII� WKDQ� WKH\� ZRXOG� EH� ZHUH
LQVROYHQF\� WR� WDNH� SODFH�� 7KH� HIILFLHQF\� RI� WKHVH� FRQWUDFWV� PD\
WKHUHIRUH� EH� FRQVWUDLQHG� E\� D� UHGLVWULEXWLRQDO� LQVROYHQF\� SURFHGXUH�
�LLL��3HUKDSV�PRVW�LPSRUWDQWO\��ILUPV�DUH�XQDEOH�WR�FRPPLW�WKHPVHOYHV
WR�XVLQJ�D�SDUWLFXODU�µSULYDWH¶�SURFHGXUH��&UHGLWRUV�ZKR�RIIHU�ILUPV�DQ
LQWHUHVW� UDWH� GLVFRXQW� LQ� UHWXUQ� IRU� WKHLU� FRPPLWPHQW� WR� HPSOR\� D
IDYRXUDEOH� LQVROYHQF\� UHJLPH� DUH� RSHQ� WR� WKH� ULVN� WKDW� WKH� ILUP�ZLOO
VXEVHTXHQWO\� ERUURZ� IURP� RWKHU� FUHGLWRUV� RQ� GLIIHUHQW� µLQVROYHQF\
WHUPV¶��$GOHU����������(YHQ�ZHUH� WKH� ODZ� WR�EH�FKDQJHG� WR� IDFLOLWDWH
VXFK�FRQWUDFWV��WKHUH�LV�FRQVLGHUDEOH�SRWHQWLDO�IRU� WKHVH�DUUDQJHPHQWV
WR�EH�VXEMHFW�WR�LQHIILFLHQW�µORFN�LQ¶��7KH�ILUP¶V�ILQDQFLDO�RU�EXVLQHVV
HQYLURQPHQW�PD\�FKDQJH�DIWHU� LW�KDV�FRPPLWWHG� LWVHOI� WR�D�SDUWLFXODU
SURFHGXUH�� 7KH� DELOLW\� IRU� ILUPV� WR�FRPPLW�� QHFHVVDU\� LQ� RUGHU� WR
FDSWXUH�H[�DQWH�VDYLQJV�IURP�FXVWRPLVDWLRQ�RI�LQVROYHQF\�SURFHGXUHV�
PD\�WKXV�PDNH�IRU�FRVWO\�UHVWULFWLRQV�H[�SRVW��/R3XFNL���������

7KH�OLWHUDWXUH�WR�GDWH�KDV�WKXV�IRFXVHG�RQ�WHFKQLTXHV�IRU�UHGXFLQJ�WKH
FRVWV� RI� ILQDQFLDO� GLVWUHVV� HLWKHU� WKURXJK� D� VWDWH�VXSSOLHG� LQVROYHQF\
ODZ��RU� WKURXJK�SULYDWH�FRQWUDFWLQJ��:KLOVW� WKH� OHJDO� LPSHGLPHQWV� WR
µFRQWUDFWXDO¶� VROXWLRQV� SURYLGH� D� UREXVW� H[SODQDWLRQ� IRU� WKHLU� QRQ�
XWLOLVDWLRQ�LQ�WKH�86��OLWWOH�DWWHPSW�KDV�EHHQ�PDGH�WR�VWXG\�SUDFWLFHV�LQ
RWKHU�MXULVGLFWLRQV�ZKHUH�WKH�ODZ�LV�OHVV�UHVWULFWLYH��6XFK�FRPSDUDWLYH
ZRUN�DV�KDV�EHHQ�GRQH�KDV�WHQGHG�WR�LQYHVWLJDWH�WKH�FRQWHQW�RI�VWDWH�
VXSSOLHG�LQVROYHQF\�ODZV��H�J��)UDQNV�DQG�7RURXV��������+DUW�������
��������� .DLVHU�� ������� 7KHUH� KDV� EHHQ� OLWWOH� LQYHVWLJDWLRQ� RI� WKH
H[WHQW�WR�ZKLFK�SDUWLHV�LQ�GLIIHUHQW�MXULVGLFWLRQV�FDQ�DQG�GR�FXVWRPLVH



��

LQVROYHQF\� SURFHGXUHV� E\� FRQWUDFW�� RU� WKH� LPSDFW� RI� GLIIHUHQW
LQVROYHQF\� ODZV� RQ� WKH� FKRLFH� EHWZHHQ� ZRUNRXWV� DQG� IRUPDO
SURFHHGLQJV�

�
�$�PRUH�IXQGDPHQWDO�ZHDNQHVV�LQ�WKH�H[LVWLQJ�OLWHUDWXUH

LV�� KRZHYHU�� LWV� IDLOXUH� WR� FRQVLGHU� WKH� SRVVLEOH� UROH� RI�QRQ�OHJDO
LQVWLWXWLRQV� LQ� UHGXFLQJ� WKH� FRVWV� RI� ILQDQFLDO� GLVWUHVV�

�
� $� FRPPRQ

IHDWXUH�RI�ERWK�VWDWH�VXSSOLHG�ODZV�DQG�µFRQWUDFWXDO¶�SURFHGXUHV�LV�WKDW
WKH\� ERWK� DOWHU� SDUWLHV¶� LQFHQWLYHV� WKURXJK� WKH� WKUHDW� RI� OHJDO
VDQFWLRQV��7KH� UHFHQW� H[SDQVLRQ�RI� WKH� IUDPH�RI� ODZ� DQG� HFRQRPLFV
UHVHDUFK�WR�LQFOXGH�WKH�IXQFWLRQ�DQG�HYROXWLRQ�RI�VRFLDO�QRUPV�DSSHDUV
QRW�\HW�WR�KDYH�ILOWHUHG�WKURXJK�WR�WKH�FRUSRUDWH�LQVROYHQF\�OLWHUDWXUH�
2XU� SDSHU� SURYLGHV� LQVLJKWV� LQWR� KRZ� GHEW� FRQWUDFWV� ZLWK� ODUJH
FRUSRUDWH�ERUURZHUV�DUH�UHVWUXFWXUHG�XQGHU�(QJOLVK�ODZ��:H�ILQG�WKDW
QRUPV�SOD\�D�VLJQLILFDQW�UROH�LQ�WKH�UHVROXWLRQ�RI�ILQDQFLDO�GLVWUHVV� LQ
ODUJH� 8.� FRUSRUDWHV�� 7KLV� SRLQWV� WKH� ZD\� WR� DQ� HQULFKHG
XQGHUVWDQGLQJ� RI� µLQVROYHQF\¶� SURFHVVHV�� DQG� WKHUHE\� D� EURDGHU
IUDPHZRUN�IRU�WKHLU�LPSURYHPHQW�WKURXJK�VWDWH�LQWHUYHQWLRQ�

� $Q�RYHUYLHZ�RI�QRUPV�WKHRU\

7KH� VWXG\� RI� QRUPV� KDV� DFTXLUHG� D� SDUWLFXODU� LPSRUWDQFH� LQ
FRQWHPSRUDU\�ODZ�DQG�HFRQRPLFV�GHEDWHV�EHFDXVH�RI�D�FRQMXQFWLRQ�RI
HPSLULFDO�DQG� WKHRUHWLFDO� ILQGLQJV��(PSLULFDO�ZRUN�KDV�GHPRQVWUDWHG
WKDW��LQ�D�QXPEHU�RI�FRQWH[WV��VRFLDO�QRUPV�PD\�SURYLGH�D�EDVLV�IRU�FR�
RUGLQDWLRQ�DPRQJ�DJHQWV�� DSSDUHQWO\�ZLWKRXW� UHIHUHQFH� WR� WKH� IRUPDO
OHJDO� UXOHV� DQG� VDQFWLRQV� ZKLFK� SXUSRUW� WR� JRYHUQ� WKH� UHODWLRQV� LQ
TXHVWLRQ��0DFDXOD\��������%HDOH�DQG�'XJGDOH��������(OOLFNVRQ�������
%HUQVWHLQ�� ������� $W� WKH� VDPH� WLPH�� WKHRUHWLFDO� PRGHOV� KDYH� EHHQ
GHYHORSHG� ZKLFK� H[SODLQ� QRUPV� DV� WKH� RXWFRPH� RI� DJHQWV¶
LQWHUDFWLRQV�� UDWKHU� WKDQ� EHLQJ� GHULYHG� IURP� IRUPDO� LQVWLWXWLRQV
�8OOPDQQ�0DUJDOLW�� ������ 6FKRWWHU�� ������ 6XJGHQ�� ������� 7KHVH
WKHRULHV� VHHN� WR� H[SODLQ� µKRZ� UXOHV� UHJXODWLQJ� KXPDQ� DFWLRQ� FDQ
HYROYH�ZLWKRXW�FRQVFLRXV�KXPDQ�GHVLJQ��DQG�FDQ�PDLQWDLQ�WKHPVHOYHV
ZLWKRXW� WKHUH� EHLQJ� DQ\� IRUPDO� PDFKLQHU\� IRU� HQIRUFLQJ� WKHP¶
�6XJGHQ������������



��

$�SDUWLFXODUO\� LPSRUWDQW� VXJJHVWLRQ� LV� WKDW�QRUPV�FDQ�EH�XQGHUVWRRG
LQ� WHUPV� RI� IRFDO� SRLQWV� �6FKHOOLQJ�� ������ RU� FRQYHQWLRQV� �/HZLV�
������� WKDW� LV� WR�VD\��DV�XQLWV�RI�VKDUHG� LQIRUPDWLRQ�ZKLFK�SURYLGH�D
EDVLV� IRU� FR�RUGLQDWLQJ� WKH� DFWLRQV� RI� LQGLYLGXDOV�� ,Q� DQ� LQWHUDFWLRQ
EHWZHHQ� DJHQWV� ZKLFK� FDQ� EH� PRGHOOHG� DV� D� µJDPH� RI� SXUH
FRRUGLQDWLRQ¶�� LQGLYLGXDO� UDWLRQDOLW\� DORQH� FDQQRW� SUHGLFW� ZKLFK
DFWLRQV� LQGLYLGXDOV� ZLOO� WDNH� �.UHSV�� ������� ,I�� KRZHYHU�� DJHQWV� DUH
DEOH�WR�DOLJQ�WKHLU�H[SHFWDWLRQV�E\�UHIHUHQFH�WR�D�FRQYHQWLRQ��VXFK�DV
GULYLQJ� RQ� D� SDUWLFXODU� VLGH� RI� WKH� URDG��� WKH\� FDQ� DFKLHYH� D� FR�
RUGLQDWHG� �KLJK�� SD\�RII� DQG� DYRLG� D� ORZ� SD\�RII� �VXFK� DV� UHJXODU
KHDG�RQ�FROOLVLRQV��

,Q� D� µQRQ�FRRSHUDWLYH� JDPH¶� VXFK� DV� WKH� SULVRQHU¶V� GLOHPPD�� WKH
SUREOHP� LV� VRPHZKDW� GLIIHUHQW�� LQGLYLGXDO� DJHQWV�� DFWLQJ� UDWLRQDOO\�
PD\�KDYH�QR�LQFHQWLYH�WR�GHYLDWH�IURP�VWUDWHJLHV�ZKLFK�OHDG��RYHUDOO�
WR� VXE�RSWLPDO� RXWFRPHV�� 7KH� H[LVWHQFH� RI� D� FRQYHQWLRQ� PD\� KHOS
DJHQWV� WR� FRRUGLQDWH� D� VHW� RI� VWUDWHJLHV� ZKLFK� PD[LPLVH� WKHLU� MRLQW
ZHOIDUH� �6XJGHQ�� ������� $V�ZH� H[SODLQ� LQ� IXUWKHU� GHWDLO� EHORZ� �VHH
VHFWLRQV�������WKH�/RQGRQ�$SSURDFK�LV�DQ�LOOXVWUDWLRQ�RI�WKLV�HIIHFW�

%RWK�WKHVH�PHDQLQJV�RI�WKH�WHUP�µFRQYHQWLRQ¶�HPSKDVLVH�WKH�H[LVWHQFH
RI� FRPPRQ� NQRZOHGJH� RU� FRPPRQ� XQGHUVWDQGLQJV� DPRQJ� D
SRSXODWLRQ�RI�DJHQWV�DV�WKH�EDVLV�IRU�WKH�FRRUGLQDWLQJ�HIIHFWV�RI�QRUPV
�%LQPRUH��������FK������,W�LV�LQ�WKH�LQWHUHVWV�RI�HDFK�DJHQW�WR�IROORZ�WKH
FRQYHQWLRQ� LQ�TXHVWLRQ��JLYHQ� WKDW�KH�RU�VKH�FDQ�H[SHFW�RWKHU�DJHQWV
ZLWKLQ�WKH�UHOHYDQW�SRSXODWLRQ�WR�GR�WKH�VDPH��2QFH�HVWDEOLVKHG��WKHQ�
FRQYHQWLRQV� PD\� ZHOO� EH� VHOI�HQIRUFLQJ�� ZLWK� DOO� WKH� DSSHDUDQFH� RI
µRUGHU�ZLWKRXW�ODZ¶��(OOLFNVRQ���������7KH�FHQWUDO�TXHVWLRQ��KRZHYHU�
LV�KRZ�WKH\�FRPH�WR�EH�HVWDEOLVKHG�LQ�WKH�ILUVW�SODFH�

7KH� DQVZHU� JLYHQ�E\� HYROXWLRQDU\� JDPH� WKHRU\� LV� WKDW� WKLV� FDQ� WDNH
SODFH� WKURXJK� D� VHULHV� RI� G\QDPLF� VHOHFWLRQ� SURFHVVHV� RFFXUULQJ
ZLWKLQ�D�SRSXODWLRQ�RI�DJHQWV�� WKURXJK�ZKLFK� OHVV�DGDSWLYH�VWUDWHJLHV
DUH� GHVHOHFWHG�� ,Q� WKHVH� PRGHOV�� ERXQGHG� UDWLRQDOLW\� DQG� DGDSWLYH
OHDUQLQJ� UHSODFH� WKH� µK\SHU�UDWLRQDOLW\¶� DQG� SHUIHFW� FDOFXODWLYHQHVV
ZKLFK� FKDUDFWHULVH� µFODVVLFDO¶� JDPH� WKHRUHWLFDO� DSSURDFKHV� �VHH



��

<RXQJ���������6XJGHQ� �������������DVVRFLDWHV�FRQYHQWLRQV�ZLWK� WKH
FRQFHSW�RI�DQ�HYROXWLRQDULO\�VWDEOH�VWUDWHJ\��µ(66¶���ZKLFK� LV�GXH� WR
0D\QDUG� 6PLWK� �������� $� VWUDWHJ\� LV� DQ� (66� LI�� ZHUH� LW� JHQHUDOO\
IROORZHG�ZLWKLQ� D� SRSXODWLRQ�� ZRXOG� UHVXOW� LQ� DQ\� VPDOO� QXPEHU� RI
LQGLYLGXDOV� GHYLDWLQJ� IURP� LW� GRLQJ� OHVV� ZHOO� WKDQ� WKH� UHVW� �6XJGHQ�
����������� ,Q�0D\QDUG�6PLWK¶V�ZRUN�� WKH�PRGHOV�XVH�SD\RIIV�ZKLFK
GHQRWH� ELRORJLFDO� µILWQHVV¶�� ZLWK� WKH� UHVXOW� WKDW� ORZ� SD\RIIV� PHDQ
ORZHU� UHSOLFDWLRQ�� ,Q�6XJGHQ¶V�DFFRXQW��ELRORJLFDO� ILWQHVV� LV� UHSODFHG
E\� XWLOLW\�� DQG� QDWXUDO� VHOHFWLRQ� E\� DGDSWLYH� OHDUQLQJ�� $JHQWV
HQFRXQWHU� RWKHU� LQGLYLGXDOV� ZKR� DUH� UDQGRPO\� GUDZQ� IURP� D
SRSXODWLRQ�RI�SOD\HUV��7KH�LGHD�LV�WKDW�DJHQWV�FKRRVH�VWUDWHJLHV�ZKLFK
WKH\�H[SHFW�ZLOO�SURGXFH�EHWWHU�SD\RIIV��JLYHQ�ZKDW�WKH\�NQRZ�DERXW
ZKDW� RWKHUV� DUH� SOD\LQJ�� <RXQJ� �������� OLNHZLVH�� RIIHUV� D� PRGHO� LQ
ZKLFK�SOD\HUV�VHOHFW�WKHLU�VWUDWHJLHV�WKURXJK�D�SURFHVV�RI�UHWURVSHFWLRQ
DV� WR�ZKDW�KDV�EHHQ� WKH�PRVW�VXFFHVVIXO�VWUDWHJ\� LQ�SUHYLRXV�SHULRGV
RI�SOD\�� LQ�HIIHFW�SURGXFLQJ�D�V\VWHP� LQ�ZKLFK�QRUPV�HPHUJH�RQ� WKH
EDVLV�RI�SUHFHGHQW�

7KHVH� PRGHOV� IRUPDOLVH� WKH� HPHUJHQFH� RI� RQH� SDUWLFXODU� W\SH� RI
FRQYHQWLRQ� XQGHU� FRQGLWLRQV� ZKLFK� DUH� LQ� HIIHFW� WKRVH� RI� D� VWDWH� RI
QDWXUH��QR�DVVXPSWLRQV�DUH�PDGH�DERXW� WKH� LQVWLWXWLRQDO�HQYLURQPHQW
LQ� ZKLFK� LQWHUDFWLRQV� EHWZHHQ� DJHQWV� RFFXU�� 7KH\� VXJJHVW� ZD\V� LQ
ZKLFK�VWDEOH�FRQYHQWLRQV�FDQ�HPHUJH�HYHQ� LQ�DQ�HQYLURQPHQW�ZKHUH
LQVWLWXWLRQDOLVHG� UXOHV� DQG� FHQWUDOLVHG� HQIRUFHPHQW� PHFKDQLVPV� DUH
ODFNLQJ�� 7KH\� FDQ� DOVR� EH� UHDG� DV� LPSO\LQJ� WKDW� LQ� HQYLURQPHQWV
ZKHUH�OHJDO�RU�RWKHU�FROOHFWLYH�LQVWLWXWLRQV��VXFK�DV�WUDGH�DVVRFLDWLRQV
RU� SURIHVVLRQDO� ERGLHV��DUH� SUHVHQW�� UHJDUG�PXVW� VWLOO� EH� SDLG� WR� WKH
G\QDPLFV� RI� QRUPV� DQG� FRQYHQWLRQV� RSHUDWLQJ� µEHORZ¶� WKH� OHYHO� RI
LQVWLWXWLRQDOLVHG� UXOHV�� +RZHYHU�� WKH�PRGHOV� GR� QRW� WHOO� XV� DQ\WKLQJ
DERXW� WKH�QDWXUH�RI� WKH�UHODWLRQVKLS�EHWZHHQ� WDFLW�RU�VRFLDO�QRUPV�RQ
WKH� RQH� KDQG�� DQG� LQVWLWXWLRQDOLVHG� DQG� VWDWH�HQIRUFHG� QRUPV� RQ� WKH
RWKHU��LQ�FRQWH[WV�ZKHUH�WKHVH�GLIIHUHQW�W\SHV�RI�QRUPV�RSHUDWH�VLGH�E\
VLGH�

,I�WKH�IXQFWLRQ�RI�QRUPV�LV�WR�VDYH�RQ�WKH�WUDQVDFWLRQ�FRVWV�RI�HQGOHVVO\
VHDUFKLQJ� IRU� WKH� VROXWLRQ� WR� FRPPRQO\� UHFXUULQJ� FR�RUGLQDWLRQ
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SUREOHPV��LW�PD\�EH�VDLG�WKDW�QRUPV�DUH�D�NLQG�RI�LQIRUPDWLRQ�UHVRXUFH
±� WKH\� HPERG\� LQIRUPDWLRQ� DERXW� WKH� OLNHO\� VWUDWHJLHV� RI� SOD\HUV
�:DUQHU\G��������� ,Q� WKH� VWDWHV�RI�QDWXUH� FRQVLGHUHG�E\�6XJGHQ�DQG
<RXQJ�� WKH� LQIRUPDWLRQ� FRQWDLQHG� LQ� QRUPV� LV� REWDLQHG� WKURXJK
PHFKDQLVPV�RI�VRFLDO� OHDUQLQJ�� LQFOXGLQJ� WULDO� DQG�HUURU��REVHUYDWLRQ
DQG�LPLWDWLRQ��7KHVH�PHFKDQLVPV�GR�QRW�GHSHQG�XSRQ�DQ\�FHQWUDOLVHG
DUWLFXODWLRQ�RU�HQIRUFHPHQW�RI�QRUPV�

,Q�SUDFWLFH��KRZHYHU��ZH�IUHTXHQWO\�REVHUYH�WKH�LQVWLWXWLRQDOLVDWLRQ�RI
QRUPV�� VXFK� DV� µGULYH� RQ� WKH� ULJKW¶�� ZKLFK� WKHRUHWLFDO� PRGHOV� VKRZ
FRXOG�KDYH�HPHUJHG�VSRQWDQHRXVO\��µ,QVWLWXWLRQDOLVDWLRQ¶�KHUH�UHIHUV�WR
SURFHVVHV� RI� FRGLILFDWLRQ� DQG� V\VWHPDWLVDWLRQ� RI� QRUPV�� ZKLFK� DUH
H[SOLFLWO\� VWDWHG� DQG� OLQNHG� WRJHWKHU� LQ� D� ERG\� RI� GRFWULQH�� DQG
VDQFWLRQV� RI� YDULRXV� NLQGV� DWWDFKHG� WR� WKHP�� ,Q� WKH� FRQWH[W� RI� WKH
FRPPHUFLDO�WUDQVDFWLRQV�ZKLFK�ZH�DUH�FRQVLGHULQJ�KHUH��LQ�DGGLWLRQ�WR
QXPHURXV� WDFLW� DQG� XQFRGLILHG� FRQYHQWLRQV�� WKHUH� DUH� PDQ\
LQVWLWXWLRQDOLVHG�QRUPV�ZKLFK�GHULYH�IURP�WKH�OHJDO�V\VWHP��DV�ZHOO�DV
IURP�WKH�DFWLYLWLHV�RI�WUDGH�DVVRFLDWLRQV�DQG�SURIHVVLRQDO�ERGLHV�

7KHUH�DUH�YDULRXV�ZD\V� LQ�ZKLFK� LQVWLWXWLRQDOLVHG�QRUPV�PD\�SOD\� D
UROH� LQ� RYHUFRPLQJ� FRRUGLQDWLRQ� SUREOHPV�� 2QH� UHDVRQ� IRU� WKLQNLQJ
WKDW�LQVWLWXWLRQDOLVHG�QRUPV�PD\�EH�LPSRUWDQW�LQ�SUDFWLFH�UHODWHV�WR�WKH
SUHFDULRXVQHVV� RI� LQIRUPDO� QRUPV�� 0XWDWLRQV� RU� SHUWXUEDWLRQV� LQ
HVWDEOLVKHG�SDWWHUQV�RI�EHKDYLRXU��ZKLFK�FRXOG�EH�FDXVHG�E\�SOD\HUV¶
PLVWDNHV�RU�E\�WKH�HQWU\�RI�QHZ�SOD\HUV��FDQ�OHDG�WR�D�VLWXDWLRQ�ZKHUH
D�ZHOO�HVWDEOLVKHG� FRQYHQWLRQ� LV� XQGHUPLQHG� EHFDXVH� LW� LV� QR� ORQJHU
HIIHFWLYH�DJDLQVW�D�QHZ�VWUDWHJ\��:KHQ�VWUDWHJLHV�DUH�PDWFKHG�DJDLQVW
HDFK� RWKHU� SDLU�ZLVH�� WKHUH�PD\� EH� QR� JXDUDQWHH� WKDW� WKH� VXFFHVVIXO
RQH�ZLOO�UHSUHVHQW�DQ�RXWFRPH�ZKLFK�LQFUHDVHV�WKH�DJJUHJDWH�ZHOIDUH
RI�WKH�SRSXODWLRQ�DV�D�ZKROH��7KLV�LV�EHFDXVH�WKHUH�PD\�ZHOO�EH�KLJKHU
UHWXUQV� WR� HDFK� LQGLYLGXDO� LQ� IROORZLQJ�D� VWUDWHJ\�RI� GHIHFWLRQ�ZKHQ
IDFHG�ZLWK�DQ�RSSRQHQW�ZKRVH� VWUDWHJ\� LV�EDVHG�RQ�FRRSHUDWLRQ� �VHH
+DUJUHDYHV�+HDS� DQG� 9DURXIDNLV�� ������ FK�� ���� $� FRRSHUDWLYH
VROXWLRQ� WR� D� FRRUGLQDWLRQ� IDLOXUH�PD\� EH� DUULYHG� DW� E\� VSRQWDQHRXV
PHDQV�� RQO\� WR� EH� µWLSSHG¶� RYHU� E\� UDQGRP�PXWDWLRQV� LQ� SDWWHUQV� RI
EHKDYLRXU�RU�E\�WKH�HQWU\�RI�QHZ�SOD\HUV�
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)RU� WKLV� UHDVRQ� DORQH� �DQG� WKHUH�PD\�ZHOO� EH� RWKHUV���ZH� VKRXOG� EH
VFHSWLFDO� RI� WKH� VXJJHVWLRQ� WKDW� VSRQWDQHRXV� RUGHUV� DUH� HQWLUHO\�VHOI�
FRUUHFWLQJ� �3RVQHU�� ������� $W� WKH� VDPH� WLPH�� WKH� SUHFLVH� UROH� RI
LQVWLWXWLRQDO� PHFKDQLVPV� ZLWKLQ� WKH� SURFHVVHV� RI� QRUP� IRUPDWLRQ� LV
QRW� ZHOO� XQGHUVWRRG�� ([WHQGLQJ� WKH� LQVLJKWV� RI� HYROXWLRQDU\� JDPH
WKHRU\� WR� WKH� LQVWLWXWLRQDO� OHYHO� LV� RQH�ZD\� IRUZDUG� KHUH�� )URP� WKLV
SRLQW�RI�YLHZ��QRUPV�SURGXFHG�E\�LQVWLWXWLRQDO�PHDQV�DUH��OLNH�VRFLDO
QRUPV��VXEMHFW� WR�DQ�HYROXWLRQDU\�SURFHVV�� LQ� WKH� VHQVH� WKDW� WKH\� WRR
UHVXOW� IURP� WKH� H[SHULHQFH� RI� WKH� UHOHYDQW� DJHQWV� LQ� GHDOLQJ� ZLWK
FRQIOLFWV� DQG� UHVROYLQJ� FRRUGLQDWLRQ� IDLOXUHV�� ,QVWLWXWLRQDO� QRUPV�
WKHUHIRUH�� DUH� D� IRUP�RI� HQFRGHG� LQIRUPDWLRQ� DERXW� VWUDWHJLHV�ZKLFK
KDYH� EHHQ� VKRZQ� WR� EH� VXFFHVVIXO� LQ� RYHUFRPLQJ� FRRUGLQDWLRQ
SUREOHPV��7KH\� VKDUH� HVVHQWLDOO\� WKH� VDPH� IXQFWLRQ�DV� VRFLDO� QRUPV�
EXW�GLIIHU�IURP�WKHP�LQ�WHUPV�RI�WKH�SDUWLFXODU�PHFKDQLVPV�E\�ZKLFK
WKH�SURFHVVLQJ��FRGLQJ�DQG�GLVVHPLQDWLRQ�RI� LQIRUPDWLRQ� WDNHV�SODFH�
7KH� HPSKDVLV� LV� VKLIWHG� DZD\� IURP� LQGLYLGXDO� OHDUQLQJ�� EDVHG
SULQFLSDOO\�RQ�REVHUYDWLRQ�DQG� LPLWDWLRQ�� WR�PHFKDQLVPV�RI�VRFLDO�RU
LQVWLWXWLRQDO� OHDUQLQJ� RI� WKH� NLQG� LQYROYHG� LQ� WKH� DUWLFXODWLRQ� RI
JHQHUDOLVHG�VWDQGDUGV�RI�EHKDYLRXU��:H�QRZ�WXUQ�WR�DQ�H[DPLQDWLRQ�RI
WKLV�K\SRWKHVLV�LQ�WKH�FRQWH[W�RI�RXU�HPSLULFDO�VWXG\�

� 7KH�/RQGRQ�$SSURDFK

��� &RQWH[W�DQG�+LVWRU\

7KH�µ/RQGRQ�$SSURDFK¶�KDV�EHHQ�GHVFULEHG�DV�

µ>$@� QRQ� VWDWXWRU\� DQG� LQIRUPDO� IUDPHZRUN� LQWURGXFHG� ZLWK� WKH
VXSSRUW� RI� WKH�%DQN� RI�(QJODQG� IRU� GHDOLQJ�ZLWK� WHPSRUDU\� VXSSRUW
RSHUDWLRQV�PRXQWHG�E\�EDQNV�DQG�RWKHU�OHQGHUV�WR�D�FRPSDQ\�RU�JURXS
LQ� ILQDQFLDO� GLIILFXOWLHV�� SHQGLQJ� D� SRVVLEOH� UHVWUXFWXULQJ¶� �%ULWLVK
%DQNHUV¶�$VVRFLDWLRQ�����������

3ULRU� WR� H[SODLQLQJ� LWV� RSHUDWLRQ�� LW� ZLOO� EH� KHOSIXO� WR� RXWOLQH� WKUHH
EDFNJURXQG� IDFWRUV�� �L�� (QJOLVK� FRUSRUDWH� LQVROYHQF\� ODZ¶V� VWURQJO\
SUR�FUHGLWRU�VWDQFH���LL��WKH�LPSRUWDQFH�RI�EDQN�GHEW�LQ�ILQDQFLQJ�ODUJH
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8.� GHEWRUV�� DQG� �LLL�� WKH� KLVWRULFDO� UROH� RI� WKH� %DQN� RI� (QJODQG� LQ
RUFKHVWUDWLQJ�LQIRUPDO�VROXWLRQV�WR�ILQDQFLDO�GLVWUHVV�

(QJOLVK� FRUSRUDWH� LQVROYHQF\� ODZ� FRQWDLQV� QR� µGHEWRU�LQ�SRVVHVVLRQ¶
UHJLPH�HTXLYDOHQW�WR�&KDSWHU����RI�WKH�86�%DQNUXSWF\�&RGH�

�
�,QVWHDG�

WKH�ODZ�LV�VWURQJO\�RULHQWHG�WRZDUGV�WKH�SURWHFWLRQ�RI�FUHGLWRUV¶�ULJKWV�
DQG� WKRVH� RI� VHFXUHG� FUHGLWRUV� LQ� SDUWLFXODU���� 7KH� PRVW� EDVLF
FRUSRUDWH� LQVROYHQF\� SURFHGXUH� XQGHU� (QJOLVK� ODZ� LV�ZLQGLQJ�XS�
ZKLFK�LQYROYHV�WKH�DSSRLQWPHQW�RI�D�FRXUW�RIILFLDO�WR�RYHUVHH�WKH�VDOH
RI� WKH� GHEWRU¶V� DVVHWV�� XVXDOO\� RQ� D� EUHDN�XS� EDVLV�

��
� $� ZLQGLQJ�XS

RUGHU�PD\�EH�PDGH� LQ� UHVSRQVH� WR�D�FUHGLWRU¶V�SHWLWLRQ� VWDWLQJ� WKDW� D
GHEWRU� FRPSDQ\� LV� XQDEOH� WR� SD\� LWV� GHEWV�

��
� 7KH� RUGHU� VWD\V� DOO

HQIRUFHPHQW� DFWLRQV� E\� XQVHFXUHG� FUHGLWRUV�
��
� EXW� GRHV� QRW� VWD\

VHFXUHG�FUHGLWRUV��ZKRVH�FROODWHUDO�LV�YLHZHG�DV�WKHLU�SURSHUW\�DQG�QRW
SDUW� RI� WKH� GHEWRU¶V� HVWDWH�

��
� 7KH� UHVSHFW� DIIRUGHG� WR� WKH� ULJKWV� RI

VHFXUHG� FUHGLWRUV� PHDQV� WKDW� DEVROXWH� SULRULW\� LV� UHVSHFWHG� DOPRVW
HQWLUHO\�LQ�(QJOLVK�FRUSRUDWH�EDQNUXSWFLHV��)UDQNV�DQG�7RURXV��������

6HFXUHG� FUHGLWRUV� DUH�� KRZHYHU�� VWD\HG� XQGHU� WKH�DGPLQLVWUDWLRQ
SURFHGXUH� LQWURGXFHG� LQ� �������� /LNH� ZLQGLQJ�XS�� WKLV� LQYROYHV� WKH
GLVSODFHPHQW� RI� WKH� GHEWRU� FRPSDQ\¶V� PDQDJHPHQW� LQ� IDYRXU� RI� D
FRXUW�DSSRLQWHG� RIILFLDO�� EXW� LQ� WKLV� FDVH� VKH� FRQWLQXHV� WR� UXQ� WKH
EXVLQHVV�

��
�$Q�DGPLQLVWUDWLRQ�RUGHU�PD\�EH�PDGH�IRU�RQH�RU�PRUH�RI�D

YDULHW\� RI� SXUSRVHV�� WR� SUHVHUYH� WKH� EXVLQHVV�� WR� REWDLQ� D� EHWWHU
UHDOLVDWLRQ� RI� WKH� DVVHWV� WKDQ� LQ� ZLQGLQJ�XS�� RU� WR� HQDEOH� D
UHRUJDQLVDWLRQ� WR� WDNH� SODFH�

��
� $� YDULHW\� RI� VWDWXWRU\� µFUDP� GRZQ¶

SURYLVLRQV��ZKHUHE\�D�PDMRULW\�RI�D�FRPSDQ\¶V�FUHGLWRUV�FDQ�DJUHH�WR
ELQG� D� GLVVHQWLQJ� PLQRULW\�� H[LVW� WR� IDFLOLWDWH� UHRUJDQLVDWLRQ�

��

+RZHYHU�� WKHVH� GR� QRW� LQ� WKHPVHOYHV� VWD\� FUHGLWRUV� IURP� HQIRUFLQJ
WKHLU�FODLPV��VHFXUHG�RU�XQVHFXUHG��GXULQJ�WKH�SHULRG�OHDGLQJ�XS�WR�WKH
YRWH��7KXV�WKHLU�XVH�LV�RIWHQ�FRXSOHG�ZLWK�DQ�DGPLQLVWUDWLRQ�RUGHU�

��

7KH�DSSRLQWPHQW�RI�DQ�DGPLQLVWUDWRU�FDQ�EH�EORFNHG�LI�WKH�GHEWRU�KDV
JUDQWHG� D� FUHGLWRU� D� VHFXULW\� LQWHUHVW� �NQRZQ� DV� D� µIORDWLQJ� FKDUJH¶�
FRYHULQJ� VXEVWDQWLDOO\� WKH� ZKROH� RI� WKH� FRPSDQ\¶V� DVVHWV���� 6XFK� D
FUHGLWRU� PD\� YHWR� WKH� DSSRLQWPHQW� RI� DQ� DGPLQLVWUDWRU�� DQG� LQVWHDG



��

DSSRLQW� DQ� DGPLQLVWUDWLYH� UHFHLYHU�� ZKR� ZLOO� WDNH� RYHU� WKH
PDQDJHPHQW� RI� WKH� GHEWRU� FRPSDQ\� DQG� DXFWLRQ� LWV� DVVHWV�

��
� 7KH

DSSRLQWPHQW� RI� D� UHFHLYHU�� EHFDXVH� LW� LV� EDVHG� RQ� WKH� ULJKWV� LQ� WKH
FROODWHUDO�HQMR\HG�E\�WKH�VHFXUHG�FUHGLWRU��ZLOO�DFW�DV�D�GH�IDFWR�VWD\�RI
WKH�FODLPV�RI�MXQLRU�FUHGLWRUV��%XFNOH\���������6XFK�DOO�HQFRPSDVVLQJ
VHFXULW\� LQWHUHVWV� DUH� IRXQG� PRVW� IUHTXHQWO\� LQ� VPDOO� ILUPV� ZLWK� D
VLQJOH� GRPLQDQW� �EDQN�� FUHGLWRU�� +HQFH� DGPLQLVWUDWLYH� UHFHLYHUVKLS
WHQGV�WR�EH�XVHG�PDLQO\�LQ�VPDOO�ILUP�EDQNUXSWFLHV�

8QOLNH� WKHLU�86�FRXQWHUSDUWV�� ODUJH�8.�FRPSDQLHV�KDYH�QRW��DW� OHDVW
XQWLO�UHFHQWO\��UDLVHG�VLJQLILFDQW�SDUWV�RI�WKHLU�GHEW�ILQDQFH�LQ�WKH�IRUP
RI� ERQGV� �VHH� %ULHUOH\� DQG� 9OHLJKH�� ������ ������ ,QVWHDG�� WKH\� KDYH
WHQGHG�WR�VRXUFH�WKH�PDMRULW\�RI�WKHLU�GHEW�ILQDQFH�WKURXJK�V\QGLFDWHG
EDQN� ORDQV���� 'HSHQGLQJ� RQ� WKHLU� VL]H� DQG� ILQDQFLQJ� SROLFLHV�� ILUPV
PD\�LQ�WKLV�ZD\�GHYHORS�OHQGLQJ�UHODWLRQVKLSV�ZLWK�XS�WR�WZR�KXQGUHG
EDQNV�� 7KH�&LW\� RI� /RQGRQ� LV� D� PDMRU� LQWHUQDWLRQDO� EDQNLQJ� FHQWUH�
FRQWDLQLQJ� WKH� KHDG� RIILFHV� RI� RYHU� ILYH� KXQGUHG� GRPHVWLF� DQG
LQWHUQDWLRQDO� EDQNV�� 5HODWLRQV� EHWZHHQ� WKH� EDQNV� DUH� µUHJXODWHG¶� E\
VHYHUDO� GLIIHUHQW� PHFKDQLVPV�� $W� D� IDLUO\� VSHFLILF� OHYHO�� WKH\� DUH
FRQWUDFWXDOO\� ERXQG� E\� WKH� WHUPV� RI� WKH� V\QGLFDWHG� OHQGLQJ
DJUHHPHQWV� LQ� ZKLFK� WKH\� KDYH� SDUWLFLSDWHG�� 0RUH� JHQHUDOO\�� WKHLU
EHKDYLRXU� LV� DOVR� JXLGHG� E\� WKH� IRUPDO� DQG� LQIRUPDO� DXWKRULW\� RI
UHJXODWRU\� DJHQFLHV��8QWLO� UHFHQWO\�� WKH�PRVW� LPSRUWDQW� RI� WKHVH� KDV
EHHQ� WKH�%DQN�RI�(QJODQG��4XLWH� DSDUW� IURP� LWV� µFRUH¶� IXQFWLRQ� DV� D
FHQWUDO�EDQN�� WKH�%DQN�KDV� WUDGLWLRQDOO\�SOD\HG�D� UROH� LQ�JXLGLQJ�DQG
RYHUVHHLQJ� WKH� GHYHORSPHQW� RI� WKH� LQVWLWXWLRQV� DQG� PDUNHWV� IRU
ILQDQFLDO� VHUYLFHV�ZKLFK� FRPSULVH� WKH�&LW\� RI�/RQGRQ��$V� OHQGHU� RI
ODVW�UHVRUW��LW�KDV�D�ORQJ�WUDGLWLRQ��VWUHWFKLQJ�EDFN�WR�WKH�µILUVW¶�IDLOXUH
RI� %DULQJV� %DQN� LQ� ������ RI� LQYROYHPHQW� LQ� VXSSRUW� RSHUDWLRQV� IRU
GLVWUHVVHG� ILQDQFLDO� LQVWLWXWLRQV� �&DLUQFURVV�� ������ ������� 5REHUWV�
������ ������������ ,Q� WKH� PLG�WZHQWLHWK� FHQWXU\�� LWV� DXWKRULW\� LQ� WKH
ILQDQFLDO� VHFWRU�ZDV� VWUHQJWKHQHG� WKURXJK� EHLQJ� JLYHQ� UHVSRQVLELOLW\
IRU� WKH�SUXGHQWLDO� UHJXODWLRQ�RI�EDQNV�

��
�:KLOVW� LWV� IRUPDO� UHJXODWRU\

UHVSRQVLELOLW\�IRU� WKH�EDQNLQJ�VHFWRU�ZDV� WUDQVIHUUHG� WR� WKH�)LQDQFLDO
6HUYLFHV�$XWKRULW\�LQ���������WKH�EDQN�VWLOO�KDV�FRQVLGHUDEOH�LQIRUPDO



��

SRZHU�YLV�j�YLV�EDQNV��VLPLODU�WR�WKDW�ZKLFK�LW�HQMR\V�DV�UHVSHFWV�RWKHU
&LW\�LQVWLWXWLRQV�

7KH�KLVWRU\�RI�WKH�µ/RQGRQ�$SSURDFK¶�FDQ�EH�WUDFHG�EDFN�WR�WKH�HDUO\
����V��ZKHQ�D�FULVLV�LQ�WKH�8.�VHFRQGDU\�EDQNLQJ�VHFWRU�SURYRNHG�WKH
%DQN�WR�LQWHUYHQH�RQ�D�ODUJH�VFDOH�LQ�VXSSRUWLQJ�ILQDQFLDO�LQVWLWXWLRQV
�6ODWWHU��������������$�QXPEHU�RI�KLJK�SURILOH�%ULWLVK�FRPSDQLHV�DOVR
EHFDPH� ILQDQFLDOO\� GLVWUHVVHG�� $W� WKDW� WLPH�� V\QGLFDWHG� EDQN� ORDQV
ZHUH�D�UHODWLYHO\�UHFHQW�LQQRYDWLRQ��PHDQLQJ�WKDW�WKH�FUHGLWRUV�RI�WKHVH
ILUPV�KDG�QR�H[SHULHQFH� RI� FRRUGLQDWLQJ� WKH� H[HUFLVH� RI� WKHLU� ULJKWV�
7KH�%DQN� WKHQ� WUDQVIHUUHG� WKH� H[SHUWLVH� LW� KDG� GHYHORSHG� LQ� GHDOLQJ
ZLWK� WKH�EDQNLQJ�FULVLV� WR� WKH�RUFKHVWUDWLRQ�RI�VXSSRUW�RSHUDWLRQV� IRU
QRQ�ILQDQFLDO� ILUPV�� 2YHU� WKH� QH[W� ILIWHHQ� \HDUV�� WKH� %DQN� EHFDPH
LQYROYHG�DV�D�EURNHU�DQG�µULQJ�NHHSHU¶�LQ�D�QXPEHU�RI�ODUJH�FRUSRUDWH
GHEW� ZRUNRXWV�� $� SROLF\� GHFLVLRQ� ZDV� VXEVHTXHQWO\� WDNHQ� WKDW� WKH
%DQN¶V� UROH� VKRXOG� EHFRPH� OHVV� RYHUW�� ZLWK� WKH� UHVSRQVLELOLW\� IRU
ZRUNRXW� PDQDJHPHQW� EHLQJ� GHYROYHG� WR� PDUNHW� SDUWLFLSDQWV
WKHPVHOYHV��.HQW���������+HQFH�LQ������D�QXPEHU�RI�GLVFXVVLRQV�ZHUH
KHOG�ZLWK� /RQGRQ�EDVHG� EDQNV� DQG� WKHLU� SURIHVVLRQDO� DGYLVHUV�� DV� D
UHVXOW� RI�ZKLFK� D� VHW� RI� SULQFLSOHV� RI� EHVW� SUDFWLFH�ZHUH� IRUPXODWHG�
7KH�%DQN¶V� VWUDWHJ\�ZDV� GHOLEHUDWHO\�QRW� WR� UHGXFH� WKHVH� WR� µUXOHV¶�
EXW�UDWKHU�WR�SXEOLFLVH�WKH�JHQHUDO�QDWXUH�RI�WKH�µ$SSURDFK¶�WKURXJK�D
QXPEHU�RI�SDSHUV�E\�%DQN�RIILFLDOV��.HQW���������������������ZKLFK
DYRLGHG� GHDOLQJ� ZLWK� VSHFLILF� GHWDLOV�� 7KH� LGHD� ZDV� WKDW� WKHVH
SULQFLSOHV� ZRXOG� EH� GHYHORSHG� DQG� DSSOLHG� E\� PDUNHW� SDUWLFLSDQWV
ZLWKRXW�DQ\�QHHG�IRU�µKDQGV�RQ¶�LQWHUYHQWLRQ�E\�WKH�%DQN�

��� :KDW�GRHV�WKH�/RQGRQ�$SSURDFK�LQYROYH"

2XU� DFFRXQW� RI� WKH� FRQWHQW� RI� WKH� µ/RQGRQ� $SSURDFK¶� LV� EDVHG
SULPDULO\� RQ� GDWD� REWDLQHG� IURP� LQWHUYLHZV� ZLWK� SUDFWLWLRQHUV�� DQG
UHODWHV� WR�ZRUNRXWV� WKDW� WRRN�SODFH� GXULQJ� WKH� ����V��:H� FRQGXFWHG
IRXUWHHQ� RSHQ�HQGHG� LQWHUYLHZV� ZLWK� DFFRXQWDQWV�� EDQNHUV� DQG
ODZ\HUV�ZKR�DUH�UHJXODUO\�LQYROYHG�LQ�UHVWUXFWXULQJ�WKH�GHEW�RI� ODUJH
SXEOLF�FRPSDQLHV����'DWD�RI�WKLV�QDWXUH�PD\�SUHVHQW�DQ�LQFRPSOHWH�RU
HYHQ�PLVOHDGLQJ�SLFWXUH��DQG�KHQFH�ZH�KDYH�VRXJKW�WR�UHLQIRUFH�WKHP



��

E\� UHIHUHQFH� WR� RWKHU� VRXUFHV� ZKHUHYHU� SRVVLEOH�
��
� 1RQHWKHOHVV�� ZH

FRQVLGHU� WKDW� WKH� LQWHUYLHZ�GDWD�HQDEOH�XV� WR�JDLQ�DFFHVV� WR�YDOXDEOH
LQVLJKWV� DERXW� WKH�SURFHVVHV� RI� UHQHJRWLDWLRQ� ZKLFK� ZH� ZRXOG� QRW
RWKHUZLVH�KDYH�DSSUHFLDWHG�

7R� WKH� H[WHQW� WKDW� LW� LV� SRVVLEOH� WR� JHQHUDOLVH�� D� /RQGRQ� $SSURDFK
ZRUNRXW�LQYROYHV�WZR�GLVWLQFW�SKDVHV��)LUVW��WKH�GHEWRU�ILUP�QRWLILHV�LWV
EDQNV� WKDW� LW� LV� ILQDQFLDOO\� GLVWUHVVHG� DQG� ZRXOG� OLNH� WR� LQLWLDWH� D
ZRUNRXW�� $W� WKLV� VWDJH�� WKH� EDQNV� DJUHH� DPRQJVW� WKHPVHOYHV� WR� D
µVWDQGVWLOO¶��GXULQJ�ZKLFK�QR�HQIRUFHPHQW�DFWLRQV�DUH�WDNHQ�DJDLQVW�WKH
GHEWRU��DQG�DOO�H[LVWLQJ� OLQHV�RI�FUHGLW�DUH�NHSW�RSHQ��7KH�EDQNV�ZLOO
DOVR� DJUHH� WR� SURYLGH� DGGLWLRQDO� ZRUNLQJ� FDSLWDO� ZKHUH� WKLV� LV
QHFHVVDU\� IRU� WKH� GHEWRU¶V� FRQWLQXHG� VXUYLYDO�� 6XFK� µQHZ�PRQH\¶� LV
DFFRUGHG� SULRULW\� DKHDG� RI� WKH� H[LVWLQJ� ORDQV�� 7KH� VWDQGVWLOO� ZLOO
W\SLFDOO\�EH�IRU�D�VKRUW�SHULRG�RI�WLPH²PHDVXUHG�LQ�PRQWKV²GXULQJ
ZKLFK�D�WHDP�RI�DFFRXQWDQWV�ZLOO�LQYHVWLJDWH�WKH�ILUP¶V�ILQDQFHV��7KHLU
ILQGLQJV�DUH�WKHQ�XVHG�WR�LQIRUP�D�FROOHFWLYH�GHFLVLRQ�PDNLQJ�SURFHVV
DERXW� ZKDW� VKRXOG� EH� GRQH� ZLWK� WKH� ILUP�� ,I� WKH� ILUP� KDV� D� YLDEOH
EXVLQHVV²DQG� RXU� LQWHUYLHZHHV� WHOO� XV� WKDW� WKLV� LV� WKH� FDVH�ZLWK� WKH
YDVW� PDMRULW\� RI� PXOWL�EDQNHG� ILUPV²WKHQ� VRPH� IRUP� RI� ILQDQFLDO
UHVWUXFWXULQJ� ZLOO� EH� FDOOHG� IRU�� 6KRXOG� WKH� ILUP� WXUQ� RXW� QRW� WR� EH
YLDEOH�� WKHQ� DQ\� ORVVHV� LQFXUUHG� E\� WKH� EDQNV� LQ� VXEVFULELQJ� WR� WKH
VWDQGVWLOO�ZLOO� EH� VKDUHG�SUR� UDWD� DFFRUGLQJ� WR� WKHLU� H[SRVXUH� DW� WKH
WLPH�RI�WKH�VWDQGVWLOO�

7KH�VHFRQG�SKDVH�RI� WKH�ZRUNRXW�ZLOO�FRQVLVW�RI� WKH�QHJRWLDWLRQ�DQG
LPSOHPHQWDWLRQ� RI� D� UHVWUXFWXULQJ� SODQ�� 1HJRWLDWLRQV� LQ� ERWK� SKDVHV
ZLOO�EH�VSHDUKHDGHG�E\�D�µOHDG�EDQN¶��)ORRG�HW�DO����������������ZKLFK
DFWV� DV� D� FRQGXLW� IRU� LQIRUPDWLRQ� IURP� WKH� FRPSDQ\� DQG� WKH
LQYHVWLJDWLQJ� DFFRXQWDQWV� WR� RWKHU� ILQDQFLDO� LQVWLWXWLRQV�� DQG�YLFH
YHUVD�� 7KH� WHUPLQRORJ\� LV� GUDZQ� IURP� WKDW� XVHG� LQ� DUUDQJLQJ
V\QGLFDWHG� ORDQV���� 7UDGLWLRQDOO\�� WKH� OHDG� EDQN� LQ� D� ZRUNRXW�ZRXOG
KDYH� EHHQ� WKH� GHEWRU� ILUP¶V� SULQFLSDO� OHQGHU�� +RZHYHU�� RYHU� WLPH�
VRPH� EDQNV�ZKLFK� KDYH� GHYHORSHG� H[SHUWLVH� DW� PHGLDWLQJ� ZRUNRXWV
KDYH�FRPH�WR�RIIHU�WKHLU�VHUYLFHV²LQ�UHWXUQ�IRU�DQ�DSSURSULDWH�IHH²DV
µOHDG¶�EDQNV�LQ�UHVFXH�RSHUDWLRQV�ZKHUH�WKH\�DUH�QRW�WKH�PDLQ�OHQGHU



��

�'RQDOGVRQ���������������%ULWLVK�%DQNHUV�$VVRFLDWLRQ������������7KH
ODZ\HUV� DFWLQJ� IRU� WKH� OHDG� EDQN� DUH� XVXDOO\� LQVWUXPHQWDO� LQ
VWUXFWXULQJ� WKH� WHUPV� RI� WKH� QHJRWLDWLRQV�

��
� ,Q� ZRUNRXWV� LQYROYLQJ

ODUJH� QXPEHUV� RI� EDQNV�� D� VLQJOH� FR�RUGLQDWLQJ� OHDG� EDQN� ZLOO� EH
LQVXIILFLHQW� WR�PDQDJH� WKLV� UROH�� DQG� D� µVWHHULQJ� FRPPLWWHH¶� ZLOO� EH
DSSRLQWHG��FRQWDLQLQJ�UHSUHVHQWDWLYHV�IURP�WKH�YDULRXV�ORDQ�V\QGLFDWHV
DQG� MXULVGLFWLRQV� �%RUUHWW�� ������ ��� 'RQDOGVRQ�� ������ �������
,QWHUYLHZHHV�HPSKDVLVHG�WKDW�WKH�PRUH�UHSUHVHQWDWLYH�WKH�FRPSRVLWLRQ
RI� WKH� FRPPLWWHH�� WKH� PRUH� HIIHFWLYH� LW� ZDV� DV� D� PHFKDQLVP� IRU
UHGXFLQJ� QHJRWLDWLQJ� FRVWV���� 7KH� UHVWUXFWXULQJ� PD\� UDQJH� IURP� D
VLPSOH�GHEW�IRUJLYHQHVV�SDFNDJH�WKURXJK�WR�D�GHEW�HTXLW\�VZDS��ZLWK�D
YDULHW\� RI� PRUH� H[RWLF� VWUXFWXUHV� LQ� EHWZHHQ�

��
� ,W� ZLOO� DSSRUWLRQ

µZULWH�GRZQV¶�SUR�UDWD�DPRQJVW�OHQGHUV��LQ�SURSRUWLRQ�WR�WKHLU�UHODWLYH
SULRULWLHV�DQG�RXWVWDQGLQJ�H[SRVXUH�DW�WKH�WLPH�RI�WKH�VWDQGVWLOO�

3ODQV� SURSRVHG� LQ� /RQGRQ� $SSURDFK� QHJRWLDWLRQV� W\SLFDOO\� SURYLGH
WKDW� WKH� EDQNV� VKDUH� WKH� EHQHILWV� IURP� DYRLGLQJ� LQVROYHQF\�� DQG� WKH
FRVWV� RI� WKH� UHVWUXFWXULQJ� SURFHVV�� SUR� UDWD� WR� WKHLU� RXWVWDQGLQJ
H[SRVXUH�DW�WKH�WLPH�RI�WKH�VWDQGVWLOO��)RU�H[DPSOH��FRQVLGHU�D�GHEWRU
ZKLFK�KDV�ERUURZHG���������RQ�D�VHFXUHG�EDVLV�DQG�DOVR����������RQ
DQ�XQVHFXUHG�EDVLV��7R�NHHS�WKLQJV�VLPSOH��DVVXPH�WKDW�HDFK�ORDQ�KDV
EHHQ�UDLVHG�IURP�V\QGLFDWHV�FRQVLVWLQJ�RI�RQO\�WZR�EDQNV��7KH�VHQLRU
V\QGLFDWH� FRQVLVWV� RI� EDQNV�$� DQG�%� ��������� HDFK��� DQG� WKH� MXQLRU
V\QGLFDWH�RI�EDQNV�$�DQG�&����������DQG���������UHVSHFWLYHO\���7KH
LQYHVWLJDWLQJ�DFFRXQWDQWV�HVWLPDWH�WKDW�WKH�GHEWRU¶V�EXVLQHVV�KDV�D�QHW
SUHVHQW�YDOXH�RI� ���������� EXW� WKDW� ��������RI� WKLV�ZRXOG� EH� ORVW� LI
IRUPDO� LQVROYHQF\� SURFHHGLQJV�ZHUH� FRPPHQFHG�� 7KH� µH[SRVXUH¶� LV
FDOFXODWHG�E\�UHIHUHQFH�WR�WKH�YDOXH�ZKLFK�WKH�EDQNV�ZRXOG�H[SHFW�WR
UHFHLYH��JLYHQ�WKHLU�SULRULW\�UDQNLQJV�DFURVV�YDULRXV�ILUPV��DW�WKH�WLPH
WKH�VWDQGVWLOO�FRPPHQFHV��7KXV�EDQN�%�LV�QRW�H[SRVHG�DW�DOO��EHFDXVH
WKH� VHFXUHG� V\QGLFDWH� ZLOO� UHFRYHU� LQ� IXOO� LQ� LQVROYHQF\�� +RZHYHU�
EDQN�$�KROGV����SHU�FHQW�RI� WKH� MXQLRU�GHEW��ZKLFK�ZLOO� ORVH����SHU
FHQW� RI� LWV� IDFH� YDOXH� LQ� LQVROYHQF\�� 7KXV� LWV� H[SRVXUH� LV� ��������
6LPLODUO\�� EDQN�&¶V� H[SRVXUH� LV� ��������� $� /RQGRQ�$SSURDFK� W\SH
SODQ�ZRXOG�NHHS�WKH�VHQLRU�GHEW�LQ�SODFH��DQG�DOVR�LQYROYH�VRPH�QHZ
VHQLRU� GHEW� WR� IXQG� WKH� GHEWRU� GXULQJ� WKH� UHVWUXFWXULQJ�� ,Q� WKLV



��

H[DPSOH�� DVVXPH� WKDW� WKH� H[WUD� ERUURZLQJ� LV� �������� 7KH� SODQ� ZLOO
DOVR�JLYH�VRPHWKLQJ�WR�WKH�H[LVWLQJ�VKDUHKROGHUV��ZKR�W\SLFDOO\�UHWDLQ
DURXQG� ��� SHU� FHQW� RI� WKH� ILUP¶V� YDOXH�� LQ� WKLV� FDVH� ��������

��
� 7KDW

ZRXOG� OHDYH� �������� RI� SUHVHQW� YDOXH� LQ� WKH� UHVWUXFWXUHG� ILUP� WR� EH
DOORFDWHG�DPRQJVW�WKH�MXQLRU�FUHGLWRUV��7KLV�FRXOG�FRPSULVH�D�SDFNDJH
RI� VRPH� IUHVK� GHEW� DQG� HTXLW\�� 7KH� FODLPV� ZRXOG� EH� DSSRUWLRQHG
EHWZHHQ�EDQNV�$�DQG�&�LQ�SURSRUWLRQ�WR�WKHLU�H[SRVXUH������

7KH�HQWLUH�SURFHVV�RI�D�/RQGRQ�$SSURDFK�ZRUNRXW�LV�NHSW�VHFUHW��ZLWK
SDUWLFLSDWLQJ� EDQNV� DQG� WKHLU� DGYLVHUV� HQWHULQJ� FRQILGHQWLDOLW\
DJUHHPHQWV�� 7KLV� PHDQV� WKDW� WUDGH� FUHGLWRUV�� HPSOR\HHV� DQG
VKDUHKROGHUV� DUH� XQOLNHO\� WR� EH� DZDUH� WKDW� D� UHVWUXFWXULQJ� LV� WDNLQJ
SODFH�� ,W� DOVR� PDNHV� REWDLQLQJ� TXDQWLWDWLYH� GDWD� RQ� WKH� QXPEHU� RI
ZRUNRXWV� WKDW� WDNH� SODFH� YHU\� GLIILFXOW��.HQW� ������� ����� VWDWHV� WKDW
WKH�%DQN� µKDV� EHHQ� DFWLYHO\� LQYROYHG� LQ� RYHU� ���� FDVHV� VLQFH� �����
EXW� WKLV� LV� RQO\� D� VPDOO� SURSRUWLRQ� RI� WKH� FRPSDQ\�ZRUNRXWV�ZKLFK
KDYH� WDNHQ� SODFH�¶� &RQYHUVHO\�� ODUJH� 8.�EDVHG� ILUPV� UDUHO\� HQWHU
OHJDO�LQVROYHQF\�SURFHHGLQJV���

� 1RUPV�DQG�WKH�/RQGRQ�$SSURDFK

6HFWLRQ� �� DQDO\VHV� WKH� UROH� SOD\HG� E\� QRUPV� LQ� µ/RQGRQ�$SSURDFK¶
ZRUNRXWV� LQ� D� VWDWLF� VHQVH�� 6HFWLRQ����� FRQVLGHUV� WKH�IXQFWLRQ�RI� WKH
/RQGRQ� $SSURDFK� QRUPV�� E\� H[DPLQLQJ� WKH� SD\RIIV� DQWLFLSDWHG� E\
EDQNV� IDFHG� ZLWK� D� GLVWUHVVHG� ILUP�� ,I� LW� LV� FRPPRQ� NQRZOHGJH
DPRQJVW�WKH�EDQNV�WKDW�QRQ�HQIRUFHPHQW�ZLOO�OHDG�WR�D�ZRUNRXW�ZLWK�D
ODUJHU� H[SHFWHG� SD\RII� WKDQ� LQVROYHQF\�� WKHQ� HQIRUFHPHQW� LV� QRW
UDWLRQDO�� 7KH� /RQGRQ� $SSURDFK� SURFHGXUH� IXQFWLRQV� WR� UHGXFH� WKH
WUDQVDFWLRQ� FRVWV�RI� UHQHJRWLDWLRQ�� DQG� WKHUHE\� LQFUHDVH� WKH� H[SHFWHG
SD\RII� WR� SDUWLFLSDWLQJ� FUHGLWRUV�� DQG� WKH� IDFW� WKDW� LWV� FRQWHQW� LV
FRPPRQ�NQRZOHGJH�DPRQJVW�WKH�FRPPXQLW\�KHOSV�WR�DOLJQ�FUHGLWRUV¶
EHOLHIV��7KLV� LQ� WXUQ�UHTXLUHV�FRQVLGHUDWLRQ�RI� WKH�HQIRUFHPHQW�RI� WKH
/RQGRQ� $SSURDFK� QRUPV�� JLYHQ� WKDW� WKH\� DUH� QRW� HPERGLHG� LQ
OHJLVODWLRQ� RU� FDVHODZ��ZKDW� LV� WKH� UROH� RI�QRQ�OHJDO�PHFKDQLVPV� LQ
HQVXULQJ� WKDW� FUHGLWRUV�DWWHPSWLQJ�D�ZRUNRXW�GR� VR� DFFRUGLQJ� WR� WKLV
SURFHGXUH"� 6HFWLRQ� ���� FRQVLGHUV� D� YDULHW\� RI� µHQIRUFHPHQW¶
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PHFKDQLVPV�� UHJXODWRU\�ILDW� E\� WKH�%DQN� RI� (QJODQG�� VHOI�HQIRUFLQJ
FRQYHQWLRQV�� LQWHUQDOLVHG� QRUPV�� DQG� µPXWXDO� DLG¶� DUUDQJHPHQWV
ZKHUHE\�QRQ�FRRSHUDWLQJ�EDQNV�DUH�H[FOXGHG�IURP�IXWXUH�EXVLQHVV��,W
GRHV� QRW� H[SODLQ� KRZ� WKHVH� QRUPV� GHYHORSHG� RYHU� WLPH�� RU�ZKHWKHU
WKH\� DUH� OLNHO\� WR� EH� VWDEOH� LQ� WKH� IXWXUH�� 7KHVH� TXHVWLRQV� DUH
DGGUHVVHG�LQ�VHFWLRQ���

��� )XQFWLRQ�RI�/RQGRQ�$SSURDFK�QRUPV

:KHQ�WKH�GHEWRU�ILUP�LV��RU�LV�DERXW�WR�EHFRPH��LQ�GHIDXOW�RQ�DQ\�RQH
RI� LWV� ORDQ�REOLJDWLRQV�� WKHQ�FURVV�GHIDXOW� FODXVHV�ZLOO�PHDQ� WKDW� WKLV
ZLOO� FRQVWLWXWH� D� GHIDXOW� RQ� DOO� RI� LWV� RWKHUV���� &UHGLWRUV� ZKR� DUH
QRWLILHG�WKDW�VXFK�D�VLWXDWLRQ�KDV�DULVHQ�PXVW�GHFLGH�ZKHWKHU�RU�QRW�WR
DWWHPSW�UHQHJRWLDWLRQ��,W�LV�LPSRUWDQW�WR�QRWH�WKDW�WKH�OHJDO�IUDPHZRUN
RI� LQVROYHQF\� ODZ� HQVXUHV� WKDW� FUHGLWRUV� GR� QRW� IDFH� WKH� µSULVRQHU¶V
GLOHPPD¶�LGHQWLILHG�E\�-DFNVRQ�����������(DFK�NQRZV�WKDW�LQGLYLGXDO
HQIRUFHPHQW� ZLOO� WULJJHU� RWKHU� FUHGLWRUV� WR� FRPPHQFH� LQVROYHQF\
SURFHHGLQJV��&RQYHUVHO\�� LI� DQRWKHU� FUHGLWRU� VHHNV� WR� HQIRUFH�� LW� KDV
WKH� RSWLRQ� WR� FRPPHQFH� LQVROYHQF\�� 7KXV� LW� LV� UDWLRQDO� IRU� VXFK� D
FUHGLWRU� WR� UHIUDLQ� IURP� HQIRUFLQJ� LI� LW� WKLQNV� WKDW� WKH� UHWXUQV� WR
UHQHJRWLDWLRQ� ZLOO� EH� KLJKHU� WKDQ� LWV� OLNHO\� UHWXUQ� LQ� LQVROYHQF\�
+RZHYHU��HQWHULQJ�LQWR�VXFK�QHJRWLDWLRQV�ZLOO�EH�FRVWO\�IRU�SDUWLHV��LQ
WHUPV� RI� SURIHVVLRQDO� IHHV�� DQG� LI� WKH\� GR� QRW� DQWLFLSDWH� WKDW� WKH
RXWFRPH� ZLOO� EH� D� VXFFHVVIXO� UHVWUXFWXULQJ�� WKH\� ZRXOG� SUHIHU
LPPHGLDWH�LQVROYHQF\�SURFHHGLQJV�

)RU�LW�WR�EH�UDWLRQDO�IRU�D�FUHGLWRU�WR�HQWHU�UHQHJRWLDWLRQ��WKH�IROORZLQJ
FRQGLWLRQV�PXVW�EH�VDWLVILHG���L��7KHUH�PXVW�EH�D�UHQHJRWLDWLRQ�VXUSOXV�
7KH�PRVW�VLJQLILFDQW�FRVW� WR� LQVROYHQF\�SURFHHGLQJV� LV� WKRXJKW� WR�EH
WKH�µLQGLUHFW¶�GHVWUXFWLRQ�RI�WKH�YDOXH�RI�LQWDQJLEOH�DVVHWV�JHQHUDWHG�E\
XQFHUWDLQW\�DERXW�WKH�ILUP¶V�IXWXUH��HJ�&XWOHU�DQG�6XPPHUV���������,I
UHQHJRWLDWLRQV�DUH�NHSW� VHFUHW�� WKHVH� FRVWV� FDQ�EH� DYRLGHG��+RZHYHU�
WKH� FUHGLWRU�PXVW� DQWLFLSDWH� WKDW� UHQHJRWLDWLRQV�ZLOO� EH� FRQGXFWHG� LQ
VXFK�D�ZD\�WKDW�WKH�WUDQVDFWLRQ�FRVWV�WKH\�JHQHUDWH�GR�QRW�DPRXQW�WR
PRUH� WKDQ� WKH� H[SHFWHG� LQVROYHQF\�FRVWV�� �LL��7KH�FUHGLWRU�PXVW� DOVR
H[SHFW�WKDW�WKH�VXUSOXV�ZLOO�EH�GLYLGHG�LQ�VXFK�D�ZD\�WKDW�WKH\�ZLOO�EH



��

DW�OHDVW�DV�ZHOO�RII�DV�LQ�LQVROYHQF\�SURFHHGLQJV��,I�HYHQ�RQH�FUHGLWRU
DWWHPSWV�WR�HQIRUFH��WKHQ�WKLV�ZLOO�SUHFLSLWDWH�LQVROYHQF\�SURFHHGLQJV�
�LLL��(DFK�FUHGLWRU�PXVW�WKHUHIRUH�DQWLFLSDWH�WKDW�DOO�RWKHU�FUHGLWRUV�ZLOO
DOVR� FRQVLGHU� WKH� UHQHJRWLDWLRQ� FRQGLWLRQV� WR� EH� VDWLVILHG�� ,Q� RWKHU
ZRUGV�� WKH� VDWLVIDFWLRQ� RI� WKHVH� FRQGLWLRQV� PXVW� EH� FRPPRQ
NQRZOHGJH�� :H� FRQVLGHU� WKDW� WKH� IDFW� WKDW� DOO� PDUNHW� SDUWLFLSDQWV
H[SHFW�WKDW�UHQHJRWLDWLRQV�ZLOO�EH�FRQGXFWHG�DFFRUGLQJ�WR�WKH�µ/RQGRQ
$SSURDFK¶�SURFHGXUH�GHVFULEHG�LQ�VHFWLRQ���SOD\V�DQ�LPSRUWDQW�UROH�LQ
HQVXULQJ� WKDW� WKH� VDWLVIDFWLRQ� RI� WKHVH� FRQGLWLRQV� LV� FRPPRQ
NQRZOHGJH�� 7KH� FRQWHQW� RI� WKH� /RQGRQ� $SSURDFK� IXQFWLRQV� WR
PLQLPLVH�WKH�WUDQVDFWLRQ�FRVWV�RI�UHQHJRWLDWLRQ�DQG�WR�HQVXUH�WKDW�LW�LV
LQGLYLGXDOO\�UDWLRQDO�IRU�HDFK�FUHGLWRU�WR�SDUWLFLSDWH�LQ�UHQHJRWLDWLRQ�

&RRUGLQDWLRQ�RQ�WKH�JDWKHULQJ�RI�LQIRUPDWLRQ��$Q�LPSRUWDQW�VRXUFH�RI
WUDQVDFWLRQ� FRVWV� LQ� UHQHJRWLDWLRQ� LV� WKRXJKW� WR� EH� WKH� SUHVHQFH� RI
DV\PPHWULF� LQIRUPDWLRQ� EHWZHHQ� WKH� GHEWRU� DQG� LWV� FUHGLWRUV�� DQG
DPRQJVW�FUHGLWRUV��6XFK�SUREOHPV�DUH�UHGXFHG�WKURXJK�WKH�PHFKDQLVP
RI� DSSRLQWLQJ� D� OHDG� EDQN�ZKLFK� DSSRLQWV� LQYHVWLJDWLQJ� DFFRXQWDQWV�
$V�D�UHVXOW�RI�WKH�µLQYHVWLJDWLRQ¶��EHWWHU�LQIRUPDWLRQ�LV�PDGH�DYDLODEOH
WR� DOO� WKH� FUHGLWRUV� DERXW� WKH� GHEWRU� ILUP¶V� EXVLQHVV�� ,I� WKH
LQYHVWLJDWLQJ� DFFRXQWDQWV� WDNH� WKH� YLHZ� WKDW� LW� LV� ZRUWK� PRUH� DV� D
JRLQJ�FRQFHUQ�WKDQ�RQ�D�EUHDN�XS�VDOH��WKHQ�D�UHRUJDQLVDWLRQ�SODQ�ZLOO
EH�SURSRVHG��,W�FDQ�WKXV�EH�VHHQ�DV�D�PHFKDQLVP�IRU�DOORZLQJ�SDUWLHV
WR�FR�RUGLQDWH�RQ�D�SDUWLFXODU�VHW�RI�LQIRUPDWLRQ�ZKLFK�ZLOO�EH�XVHG�DV
WKH�EDVLV�IRU�WKH�UHVWUXFWXULQJ����$V�RQH�DFFRXQWDQW�SXW�LW�

µ,I� \RX� FDOO� LQ� \RXU� GHEW� \RX� ZLOO� WULJJHU� WKH� LQVROYHQF\� RI� WKH
FRPSDQ\��2I� WKDW� WKHUH� LV� QR� GRXEW�� 7KDW�ZLOO� LQ�PRVW� FDVHV� HQVXUH
\RX� RI� VRPH� FHUWDLQ� ORVV�� ZKHUHDV� LI� \RX� DJUHH� WR� D� VWDQGVWLOO²
SURYLGLQJ� \RX� DUH� QRW� LQ� DQ� HQYLURQPHQW� ZKLFK� LV� WRR� UDSLGO\
FKDQJLQJ²WKHUH� LV� WKH� UHDVRQDEOH� SURVSHFW� WKDW� DW� WKH� HQG� RI� WKH
VWDQGVWLOO�SHULRG�� WKH� WKLQJ�ZLOO�QRW�KDYH�GHWHULRUDWHG� WR�DQ\�PDWHULDO
H[WHQW�� $QG� DW� WKH� HQG� RI� WKDW� SHULRG�� \RX� FDQ� PDNH� DQ� LQIRUPHG
GHFLVLRQ�¶��,QWHUYLHZ����
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)UHH�ULGHUV� DQG� XQDQLPRXV� FRQVHQW��6\QGLFDWHG� OHQGLQJ� DJUHHPHQWV
W\SLFDOO\�UHTXLUH�XQDQLPRXV�FRQVHQW�RI�SDUWLFLSDWLQJ�EDQNV�WR�DJUHH�WR
D� UHVFKHGXOLQJ� RI� SULQFLSDO� RU� LQWHUHVW�� 7KLV� HQVXUHV� WKDW� WKHUH� LV� QR
IUHH� ULGHU� SUREOHP�� VLQFH� HDFK� EDQN� NQRZV� WKDW� LW� LV� SLYRWDO� WR� WKH
DJUHHPHQW¶V�VXFFHVV��5RH��������&RIIHH�DQG�.OHLQ��������*HUWQHU�DQG
6FKDUIVWHLQ�� ������� $QG� WR� DYRLG� IUHH�ULGHU� SUREOHPV� EHWZHHQ
V\QGLFDWLRQV�� /RQGRQ� $SSURDFK� UHVWUXFWXULQJV� XVXDOO\� PDNH� WKH
FRQVHQW� RI� HDFK� V\QGLFDWH� FRQGLWLRQDO� RQ� WKH� FRQVHQW� RI�DOO� EHLQJ
REWDLQHG��,Q�RWKHU�ZRUGV��FRPSOHWH�XQDQLPLW\�LV�UHTXLUHG�

'HEW� RYHUKDQJ�� 7KH� ZHOO�NQRZQ� µXQGHULQYHVWPHQW¶� RU� µGHEW
RYHUKDQJ¶� SUREOHP� �0\HUV�� ������ PHDQV� WKDW� OHQGHUV� ZLOO� EH
XQZLOOLQJ� WR� DGYDQFH� IXUWKHU� IXQGV� WR� WKH� GHEWRU� RQ� WHUPV� WKDW� DUH
MXQLRU�WR�RU�SDUL�SDVVX�ZLWK�H[LVWLQJ�OHQGHUV��+RZHYHU��WKLV�GLIILFXOW\
LV�DYRLGHG�LQ�/RQGRQ�$SSURDFK�ZRUNRXWV�E\�DFFRUGLQJ�µVXSHUSULRULW\¶
WR�QHZ�YDOXH�WKDW�LV�DGYDQFHG�

'LYLVLRQ�RI� VXUSOXV��7KH�SULQFLSOH�RI� µHTXLW\¶�HPSOR\HG� WR�DSSRUWLRQ
GHEW�ZULWH�RIIV� LQ�/RQGRQ�$SSURDFK�ZRUNRXWV� LV� D� IRUP�RI�SUR� UDWD
VKDULQJ�RI�WKH�UHQHJRWLDWLRQ�VXUSOXV��7KXV�HDFK�XQVHFXUHG�FUHGLWRU�ZLOO
EH� DW� OHDVW� DV�ZHOO� RII� DV� WKH\�ZRXOG� EH� LQ�ZLQGLQJ�XS�SURFHHGLQJV�
7KLV�PDNHV�LW�LQGLYLGXDOO\�UDWLRQDO�WR�SDUWLFLSDWH�LQ�WKH�ZRUNRXW�

+HWHURJHQHRXV�3ULRULWLHV��7KH�SULQFLSOH�WKDW�QR�SDUW\�VHHNV�WR�HQIRUFH
WKHLU�GHEW��EXW�UDWKHU�SDUWLFLSDWHV�LQ�D�µVWDQGVWLOO¶��HQVXUHV�WKDW�VHFXUHG
FUHGLWRUV� ZKRVH� FROODWHUDO� LV� WLPH�VHQVLWLYH� ZLOO� QRW� HQIRUFH� DQG
WKHUHE\�EULQJ�DERXW�WKH�FROODSVH�RI�WKH�GHEWRU�FRPSDQ\�

,I� LW� LV� FRPPRQ�NQRZOHGJH�DPRQJVW� WKH�FUHGLWRUV� WKDW� WKH�SURFHGXUH
ZLOO�EH�FRQGXFWHG�DFFRUGLQJ�WR�WKHVH�µQRUPV¶��LW�ZLOO�EH�UDWLRQDO�IRU�DOO
RI�WKHP�WR�SDUWLFLSDWH�LQ�D�UHQHJRWLDWLRQ�SURYLGHG�WKH\�EHOLHYH�WKDW�WKH
ILUP�LV�OLNHO\�WR�EH�ZRUWK�PRUH�DV�D�JRLQJ�FRQFHUQ�WKDQ�LI�LW�LV�FORVHG
DQG� LWV�DVVHWV� VROG�SLHFHPHDO��2XU� LQWHUYLHZHHV� WROG�XV� WKDW� WKLV�ZDV
DOPRVW� LQYDULDEO\� WKH� FDVH� ZLWK� ODUJH� GHEWRUV� WKDW� KDG� EHFRPH
ILQDQFLDOO\� GLVWUHVVHG�� DQ� DVVHUWLRQ� ZKLFK� LV� VXSSRUWHG� E\� WKH� YHU\
OLPLWHG� TXDQWLWDWLYH� UHVHDUFK� WKDW� KDV� EHHQ� GRQH���� *LYHQ� WKLV
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EDFNJURXQG�� DQG� WKH� FRPPRQ� NQRZOHGJH� WKDW� WKH� QRUPV� RI� WKH
/RQGRQ�$SSURDFK�ZLOO�JRYHUQ�UHQHJRWLDWLRQV��LW�LV�WULYLDO�WKDW�UDWLRQDO
FUHGLWRUV�ZLOO�SDUWLFLSDWH�LQ�D�ZRUNRXW�UDWKHU�WKDQ�HQIRUFH�WKHLU�GHEWV�

��� (QIRUFHPHQW�RI�WKH�/RQGRQ�$SSURDFK

8S�WR�WKLV�SRLQW��ZH�KDYH�IRFXVHG�RQ�WKH�IXQFWLRQDOLW\�RI�WKH�/RQGRQ
$SSURDFK��:H�KDYH�VKRZQ�KRZ�LW�LV�UDWLRQDO�IRU�FUHGLWRUV�IDFHG�ZLWK�D
µILQDQFLDO�GLVWUHVV�JDPH¶�LQ�ZKLFK�WKH�/RQGRQ�$SSURDFK�GHILQHV�SDUW
RI� WKH� UXOHV� �L�H�� WKH� SURFHGXUH� ZKLFK� ZLOO� EH� HPSOR\HG� LI
UHQHJRWLDWLRQ�LV�FKRVHQ��WR�RSW�IRU�UHQHJRWLDWLRQ��:H�QRZ�WXUQ�WR�WKH
TXHVWLRQ� RI� WKH� HQIRUFHPHQW� RI� WKHVH� µQRUPV¶�� KRZ� FDQ� UDWLRQDO
FUHGLWRUV� EH� VXUH� WKDW� UHQHJRWLDWLRQV� ZLOO� LQ� IDFW� EH� FRQGXFWHG
DFFRUGLQJ� WR� WKLV� SURFHGXUH"� 7R� SXW� WKH�PDWWHU� DQRWKHU� ZD\�� LI� DQ\
FUHGLWRU� FDQ� EHQHILW� E\� GHYLDWLQJ� IURP� WKH� SURFHGXUH� H[� SRVW�� WKH
ZKROH� SURFHVV� ZLOO� XQUDYHO�� 2WKHU� FUHGLWRUV� ZLOO� DQWLFLSDWH� WKLV
GHYLDWLRQ� H[� DQWH� DQG� WKLV� ZLOO� UHGXFH� WKH� DQWLFLSDWHG� SD\RII� RI
UHQHJRWLDWLRQ�

7KH� UROH� RI� WKH� %DQN� RI� (QJODQG��$� QXPEHU� RI� RXU� LQWHUYLHZHHV
VXJJHVWHG� WKDW�EDQNV�ZKLFK� UHIXVHG� WR�SDUWLFLSDWH� LQ�ZRUNRXWV�PLJKW
ILQG�WKHLU�VHQLRU�PDQDJHPHQW�EHLQJ�LQYLWHG�IRU�D�µFXS�RI�WHD�ZLWK�WKH
2OG�/DG\¶��7KLV�ZRXOG�LQYROYH�D�PHHWLQJ�EHKLQG�ILUPO\�FORVHG�GRRUV
ZLWK�RIILFLDOV�RI� WKH�%DQN�RI�(QJODQG�DW�ZKLFK� µH\HEURZV�ZRXOG�EH
UDLVHG¶�DW�WKH�EHKDYLRXU�LQ�TXHVWLRQ��VHH�DOVR�)ORRG�HW�DO������E�����
�����7KH�LPSOLFDWLRQ�ZDV�WKDW�LI�WKH�EDQN�SHUVLVWHG�ZLWK�WKH�EHKDYLRXU
LQ� TXHVWLRQ�� GLUH� VDQFWLRQV� ZRXOG� IROORZ�� ,W� VKRXOG� EH� VWUHVVHG� WKDW
QRQH�RI�RXU�LQWHUYLHZHHV�FODLPHG�DQ\�SHUVRQDO�H[SHULHQFH�RI�WKLV��DQG
IXUWKHUPRUH�WKDW�WKH�%DQN�RI�(QJODQG�DQG�LWV�UHSUHVHQWDWLYHV�GHQ\�WKDW
LW�DFWV��RU�DFWHG��LQ�DQ\�VRUW�RI�µSROLFLQJ¶�UROH�RYHU�/RQGRQ�$SSURDFK
ZRUNRXWV� �HJ� .HQW�� ������� 5DWKHU�� LW� YLHZV� LWVHOI� DV� PHUHO\� KDYLQJ
EHHQ� D� IDFLOLWDWRU� RI� QHJRWLDWLRQV�� DQ� KRQHVW� EURNHU� PHGLDWLQJ
GLVFXVVLRQV�ZKHUH�SDUWLHV�ZHUH�XQDEOH�WR�GR�VR�IRU�WKHPVHOYHV�

7KH� QRQ�REVHUYDQFH� RI� VXFK� LQWHUYHQWLRQ� LV� HTXDOO\� FRQVLVWHQW� ZLWK
WKH� QRQ�H[LVWHQFH� RI� VXFK� VDQFWLRQV�� RU� WKH� H[LVWHQFH� RI�YHU\� KHDY\
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VDQFWLRQV��7KH�ODWWHU�ZRXOG�GHWHU�SDUWLHV�VR�HIIHFWLYHO\�WKDW�WKH\�GR�QRW
QHHG� WR� EH� XVHG²ZKDW�$\UHV� DQG�%UDLWKZDLWH� ������� ������� WHUP� D
µEHQLJQ�ELJ�JXQ¶�PRGHO�RI�UHJXODWLRQ��$�FRQVLGHUDWLRQ�RI�WKH�KLVWRULFDO
UROH�SOD\HG�E\�WKH�%DQN�RI�(QJODQG�LQ�LQIOXHQFLQJ�&LW\�LQVWLWXWLRQV�LV
HQWLUHO\�FRQVLVWHQW�ZLWK� WKLV� WKHRU\��7KH�%DQN�KDV�PDGH�XVH�RI� WDFLW�
LQIRUPDO� µJXLGDQFH¶� RI� PDUNHW� DFWRUV� LQ� D� YDULHW\� RI� FRQWH[WV�� WKH
LPSOHPHQWDWLRQ�RI�PRQHWDU\�SROLF\�WKURXJK�WKH�XVH�RI�FUHGLW�FRQWUROV�
LWV� UHJXODWLRQ� RI� GLVFRXQW� DQG� JLOW�HGJHG� PDUNHWV�� DQG� LWV
HQFRXUDJHPHQW� LQ� WKH� IRUPDWLRQ� RI� VHOI�UHJXODWRU\� ERGLHV� LQ� WKH
ILQDQFLDO� VHFWRU�� VXFK� DV� WKH� 7DNHRYHU� 3DQHO���� 8QWLO� UHFHQWO\�� WKH
%DQN� KDV� KDG� IRUPDO� DXWKRULW\� IRU� WKH� SUXGHQWLDO� UHJXODWLRQ� RI� 8.
EDQNV�� DQG� LW� LV� DOVR� DEOH� WR� H[HUW� FRQVLGHUDEOH� LQIRUPDO� LQIOXHQFH
WKURXJK� LWV�H[HUFLVH�RI�PDUNHW�SRZHU�DV�D� µSULYDWH¶�FRQWUDFWLQJ�SDUW\
�+DGMLHPPDQXLO�������������

2QH� SRVVLEOH� FRQFOXVLRQ� ZRXOG� WKHUHIRUH� EH� WKDW� WKH� /RQGRQ
$SSURDFK� LV� VXVWDLQHG�H[FOXVLYHO\� E\� WKH� WKUHDW� RI� GLUHFW� EXW� FRYHUW
HQIRUFHPHQW�E\�WKH�%DQN�RI�(QJODQG��:H�GR�QRW��KRZHYHU�� ILQG� WKLV
FRQFOXVLRQ� FRPSHOOLQJ�� )LUVW�� WKH� REVHUYHG� GDWD� �QR� HQIRUFHPHQW
DFWLYLW\��GR�QRW�DOORZ�XV�WR�UHMHFW�WKH�µQXOO�K\SRWKHVLV¶�WKDW�WKH�%DQN
VLPSO\� GRHV� QRW� PDNH� WKLV� W\SH� RI� WKUHDW� WR� FUHGLWRUV�� 6HFRQG�� WKH
SXEOLF�VWDWHPHQWV�RI�WKH�%DQN�DQG�LWV�RIILFLDOV�FOHDUO\�SRLQW�WR�D�VKLIW
LQ� LWV� SROLF\� RYHU� WLPH�� ZLWK� D� UHGXFWLRQ� LQ� LWV� LQYROYHPHQW� LQ
ZRUNRXWV��7KXV� WKH� LGHD� RI� GLUHFW� HQIRUFHPHQW� E\� WKH�%DQN� LV�PRUH
SODXVLEOH�IRU�ZRUNRXWV�WDNLQJ�SODFH�LQ�WKH�����V�DQG�����V�WKDQ�WKRVH
LQ� WKH� ����V�� 7KLUG�� WKH� %DQN¶V� IRUPDO� DXWKRULW\� IRU� WKH� SUXGHQWLDO
UHJXODWLRQ� RI� EDQNV� ZDV� WUDQVIHUUHG� WR� WKH� )LQDQFLDO� 6HUYLFHV
$XWKRULW\� LQ� ������ VR� LWV� DELOLW\� WR� WKUHDWHQ� EDQNV� KDV� EHHQ� JUHDWO\
UHGXFHG�� )RU� WKHVH� UHDVRQV�� ZH� WXUQ� QRZ� WR� FRQVLGHUDWLRQ� RI
GHFHQWUDOLVHG�QRQ�OHJDO�HQIRUFHPHQW�PHFKDQLVPV�

,QGLYLGXDO� UDWLRQDOLW\��$� ODUJH� SDUW� RI� WKH� /RQGRQ�$SSURDFK� FDQ� EH
DQDO\VHG� DV� µVHOI�HQIRUFLQJ¶� FRQYHQWLRQV�� LQ� WKH� VHQVH� GHVFULEHG� LQ
VHFWLRQ� ��� &RQVLGHU� WKH� IROORZLQJ� IHDWXUHV� RI� WKH� SURFHGXUH�� �L�
VXSHUSULRULW\� IRU�QHZ�YDOXH�� �LL��XQDQLPLW\��DQG� �LLL�� FRRUGLQDWLRQ�RQ
LQIRUPDWLRQ�JDWKHULQJ�DQG�GLVVHPLQDWLRQ�WKURXJK�D�OHDG�EDQN�� ,I� LW� LV
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FRPPRQ�NQRZOHGJH�WKDW�HDFK�FUHGLWRU�ZLOO�SDUWLFLSDWH�LQ�D�SURFHGXUH
ZKLFK� KDV� WKHVH� IHDWXUHV�� QR� FUHGLWRU� KDV� DQ� LQFHQWLYH� WR� GHYLDWH�
EHFDXVH� WKH\� KDYH� QRWKLQJ� WR� JDLQ� E\� LW�� &RQVLGHU� IRU� H[DPSOH� WKH
FRQYHQWLRQ� WKDW� YRWLQJ� PXVW� EH� XQDQLPRXV�� 7KLV� UHTXLUHPHQW� LV
SDUWLDOO\�GHULYHG�IURP�ORDQ�V\QGLFDWLRQ�DJUHHPHQWV��ZKLFK�UHTXLUH�WKH
XQDQLPRXV� FRQVHQW� RI� V\QGLFDWH� PHPEHUV� EHIRUH� DQ\� UHGXFWLRQ� RI
LQWHUHVW�RU�SULQFLSDO�FDQ� WDNH�SODFH��+RZHYHU�� WKH�DJUHHPHQWV�GR�QRW
SUHYHQW� D� VLQJOH� V\QGLFDWH²DQG� /RQGRQ� $SSURDFK� ILUPV� W\SLFDOO\
KDYH� PDQ\� V\QGLFDWHG� ORDQV²IURP� XQLODWHUDOO\� UHQHJRWLDWLQJ�
3URYLGHG� WKH\� DQWLFLSDWH� WKDW� DOO� RWKHU� FUHGLWRUV� ZLOO� DJUHH� WR� D
UHVWUXFWXULQJ� RQ� WKH� EDVLV� RI� µXQDQLPLW\¶�� WKHQ� PHPEHUV� RI� DQ
LQGLYLGXDO� V\QGLFDWH� KDYH� QR� LQFHQWLYH� WR� GR� WKLV�� DV� LW�ZRXOG� DOORZ
RWKHU�V\QGLFDWHV�WR�IUHH�ULGH�RQ�WKHLU�GRZQZDUG�UHQHJRWLDWLRQ�

,QWHUQDOLVHG�EDUJDLQLQJ�QRUPV���� ,W� LV�ZLGHO\� WKRXJKW� WKDW�XQDQLPLW\
SURFHGXUHV�FUHDWH�WUDQVDFWLRQ�FRVWV�RI�WKHLU�RZQ��FUHGLWRUV�PD\�HQJDJH
LQ�VR�FDOOHG�µKROG�XS¶�RU�µUDQVRP¶�WDFWLFV��GHPDQGLQJ�PRUH�WKDQ�WKHLU
SUR�UDWD� VKDUH�XQGHU� WKH�SODQ�DV� WKH�SULFH� IRU� WKHLU�FRQVHQW� �HJ�5RH�
������ ����� .HQW�� ������� :H� WKHUHIRUH� QHHG� WR� LQYHVWLJDWH� WKH
G\QDPLFV�RI�WKH�EDUJDLQLQJ�SURFHVV�WR�VHH�ZKHWKHU�RU�QRW�VXFK�WKUHDWV
DUH� FUHGLEOH�� ,I� WKH\� DUH� QRW�� KROG�XS� WDFWLFV�ZLOO� QRW� VXFFHHG�� DQG� D
SROLF\� RI� DELGLQJ� E\� XQDQLPLW\� ZLOO� EH� D� 1DVK� HTXLOLEULXP� IRU
FUHGLWRUV�

$�FUHGLWRU�ZKR�DWWHPSWV�D�µKROG�XS¶�FDQ�PDNH�WZR�W\SHV�RI�WKUHDW���L�
µJLYH�PH�PRUH� RU� ,�ZLOO� QRW� DJUHH¶�� RU�PRUH� EUD]HQO\�� �LL�� µJLYH�PH
PRUH�RU�,�ZLOO�HQIRUFH�DQG�SUHFLSLWDWH�LQVROYHQF\¶��7KUHDWV�RI�W\SH��LL�
DUH�WUDQVSDUHQWO\�LQFUHGLEOH��EHFDXVH�FDUU\LQJ�WKHP�RXW�ZRXOG�UHVXOW�LQ
GHVWUXFWLRQ� RI� WKH� HQWLUH� UHQHJRWLDWLRQ� VXUSOXV�� ZKLFK� LV� QRW
LQGLYLGXDOO\�UDWLRQDO�IRU�WKH�SXWDWLYH�HQIRUFHU����7KLV�LV�FRQVLVWHQW�ZLWK
ZKDW� LQWHUYLHZHHV� WROG� XV� DERXW� FRQWLQXLQJ� QHJRWLDWLRQV�� 6WDQGVWLOOV
RIWHQ�GR�QRW�FRQVLVW�RI�IRUPDO�FRQWUDFWV��EXW�UDWKHU��WKH�QRQ�SXUVXLW�RI
LQGLYLGXDO�ULJKWV�LV�D�VRUW�RI�WDFLW�DJUHHPHQW�EHWZHHQ�WKH�EDQNV�

µ,W� ZDV� D� VRUW� RI� FRQYHQWLRQ� WKDW� QRERG\� ZDV� JRLQJ� WR� EULQJ� >WKH
VWDQGVWLOO@� GRZQ�� DQG� WKH\� GLGQ¶W� EULQJ� LW� GRZQ�� ,W� ZRUNHG� RQ� WKDW
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EDVLV�� $QG� LW� ZDV� ZULWWHQ� GRZQ²ZKDW� LW� ZRXOG� KDYH� EHHQ�� LI
VRPHERG\�KDG�VLJQHG�LW��$QG�WKDW�FRXOG�JR�RQ�IRU�PRQWKV�DQG�PRQWKV
DQG�PRQWKV�¶��,QWHUYLHZ�����

µ1RZ�ZH�XVHG�WR�WU\�WR�JHW�HYHU\RQH�WR�VLJQ�XS�WR�D�VWDQGIDVW��,�GRQ¶W
WKLQN�,¶YH�HYHU�DFKLHYHG�WKDW�LQ�P\�OLIH�±�,�GRQ¶W�WKLQN�VR��QRW�RQ�WKH
ELJ�RQHV��%XW�\RX�KDG�D�GH�IDFWR�VWDQGIDVW��ZKHUH�VRPH�EDQNV�FRXOGQ¶W
VLJQ� LW�� EXW� WKH\¶G� DOZD\V� VWLFN� WR� LW� DQG�ZRXOGQ¶W� EH� VHHQ� WR� EH� WKH
SHUVRQ�WR�SXOO�WKH�SOXJ�¶��,QWHUYLHZ�����

7KUHDWV� RI� W\SH� �L�� DUH� RQO\� FUHGLEOH� LI� WKH� KROG�XS� FUHGLWRU� FDQ
UHDOLVWLFDOO\�H[SHFW�WR�JDLQ�E\�ZLWKKROGLQJ�DJUHHPHQW��7KH�5XELQVWHLQ
�������DOWHUQDWLQJ�RIIHU�EDUJDLQLQJ�PRGHO�KDV�EHHQ�XVHG�LQ�D�QXPEHU
RI� SDSHUV� WR�PRGHO� EDUJDLQLQJ� LQ�� DQG� LQ� WKH� VKDGRZ� RI�� LQVROYHQF\
�%URZQ�� ������ %DLUG� DQG� 3LFNHU�� ������ %HEFKXN� DQG� &KDQJ�� �����
.RUGDQD� DQG� 3RVQHU�� ������� 7KLV� JLYHV� WKH� UHVXOW� WKDW� XQGHU
FRQGLWLRQV�RI�V\PPHWULF�LQIRUPDWLRQ��WZR�SDUWLHV�ZLWK�HTXDO�GLVFRXQW
UDWHV�ZLOO�QHJRWLDWH� WR�DQ�HTXDO� VKDULQJ�RI� WKH�VXUSOXV��+RZHYHU�� WKH
PRGHOOLQJ�RI�PXOWL�SDUW\�EDUJDLQLQJ�LV�VWLOO�DW�D�UHODWLYHO\�HDUO\�VWDJH�
.RUGDQD� DQG�3RVQHU� ������� GHULYH� UHVXOWV� IRU� WZR�SDUW\� �GHEWRU� DQG
FUHGLWRU�� EDUJDLQLQJ� ZKLFK� WKH\� WKHQ� H[WHQG� LQ� DQ� DGPLWWHGO\
µLPSUHVVLRQLVWLF¶� PDQQHU� WR� D� VLWXDWLRQ� LQYROYLQJ� PXOWLSOH� FUHGLWRUV�
,QWHUHVWLQJO\�� WKHVH� DXWKRUV� VXJJHVW� WKDW� XQGHU� PXOWLSOH�FUHGLWRU
EDUJDLQLQJ�ZLWK�D�XQDQLPLW\�UXOH��FUHGLWRUV�ZLWK�HTXDO�GLVFRXQW� UDWHV
DQG� EDUJDLQLQJ� SRZHU� ZLOO� UHFHLYH� HTXDO� VKDUHV� RI� WKH� VXUSOXV�
UHJDUGOHVV�RI�WKH�VL]H�RI�WKHLU�FODLPV��,Q�WKLV�IUDPHZRUN��WKH�H[SHFWHG
SD\RII�WR�DQ\�H[LW�RSWLRQ²L�H��WKH�RSWLRQ�WR�FRPPHQFH�LQVROYHQF\²
SXWV�D�IORRU�RQ�ZKDW�D�SDUW\�PD\�H[SHFW�WR�UHFHLYH��,I�WKH�VKDUH�ZKLFK
WKH\�ZRXOG�RWKHUZLVH�H[SHFW�WR�REWDLQ�E\�EDUJDLQLQJ�LV�ODUJHU�WKDQ�WKH
H[LW� RSWLRQ�� WKH� ODWWHU� LV� LUUHOHYDQW� DV� DQ� LQFUHGLEOH� WKUHDW��+RZHYHU�
WKLV� UHVXOW� VHHPV� DW� RGGV�ZLWK� WKH� GLVWULEXWLRQV� REVHUYHG� LQ� /RQGRQ
$SSURDFK�ZRUNRXWV��ZKLFK�WXUQ�RQ�SUR�UDWD�µHTXLW\¶�UDWKHU�WKDQ�VWULFW
HTXDOLW\�

7KH�5XELQVWHLQ�PRGHO� UHOLHV�RQ�SDUWLHV�EHLQJ�JLIWHG�ZLWK�YHU\�VWURQJ
UDWLRQDOLW\��VXIILFLHQW� WR�VXSSRUW� WKH�XVH�RI�EDFNZDUGV� LQGXFWLRQ�RYHU
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DQ�LQGHILQLWH�QXPEHU�RI�SRVVLEOH�RIIHUV��7KXV�WKH�SDUW\�ZKLFK�PDNHV
WKH�ILUVW�RIIHU�DQWLFLSDWHV�WKH�OLNHO\�UHSO\�RI�WKH�RWKHU�SDUW\��ZKLFK�LQ
WXUQ�ZLOO�DQWLFLSDWH� LWV� OLNHO\�UHSO\� WR� LW«DQG�VR�RQ� LQGHILQLWHO\��2XU
LQWHUYLHZ�GDWD� FHUWDLQO\� JLYHV� XV� FDXVH� WR� FRQVLGHU� WKDW� FUHGLWRUV� GR
VHHN�WR�DQWLFLSDWH�WKH�OLNHO\�UHVSRQVH�WR�WKHLU�RIIHUV��2QH�LQWHUYLHZHH�
ZLWK� PDQ\� \HDUV� RI� H[SHULHQFH� DFWLQJ� IRU� D� OHDG� EDQN� LQ� WU\LQJ� WR
SHUVXDGH� RWKHU� FUHGLWRUV� WR� VLJQ� XS� WR� D� UHVWUXFWXULQJ�� H[SODLQHG� DQ
DUJXPHQW�ZKLFK�KH�ZRXOG�LQYDULDEO\�SXW�WR�WKHP�

µ>:KDW@� ,¶YH� DOZD\V� VDLG�� DQG� LW¶V� DOZD\V� EHHQ� D� YHU\� FRPSHOOLQJ
DUJXPHQW�±�LV�

³'RQ¶W�WHOO�PH�\RXU�SRVLWLRQ�LV�XQDFFHSWDEOH��EHFDXVH�ZH¶OO�QHYHU�JHW
D� GHDO� GRQH��$OO� ,�ZDQW� \RX� WR� GR� LV� SXW� VRPHWKLQJ� RQ� WKH� WDEOH� WR
LPSURYH�\RXU�SRVLWLRQ��,W�PXVW�EH�GHPRQVWUDEO\�IDLU�WR�DOO� WKH�EDQNV�
1RZ�LI�\RX�GRQ¶W�OLNH�ZKDW�,¶YH�SURSRVHG��SXW�VRPHWKLQJ�HOVH�RQ�WKH
WDEOH�� QRW� RQO\� EHWWHU� IRU� \RX� EXW� EHWWHU� IRU� HYHU\RQH²DQG� ,¶OO� JR
URXQG�«�SXUVXLQJ�\RXU�V\VWHP�´

1RZ�,� FDQ�KHDU�P\VHOI� VD\LQJ� WKDW� LQ� WKH�SDVW��RYHU�DQG�RYHU� DJDLQ�
7KH\�GRQ¶W�OLNH�LW��EXW�HYHQWXDOO\��WKH\�FRPH�WR�DFFHSW�LW�¶��,QWHUYLHZ
����

(IIHFWLYHO\��WKLV�DVNV�WKH�UHVSRQGHQW�EDQN�HLWKHU�WR�DFFHSW�WKH�RIIHU��RU
WR�PDNH� D� FRXQWHU�RIIHU�ZKLFK�ZLOO� EH� DFFHSWHG� E\� WKH� RWKHU� EDQNV�
7KLV�KDV��RU�LV�LQWHQGHG�WR�KDYH��WKH�HIIHFW�RI�PDNLQJ�WKH�UHVSRQGHQW
EDQN�DZDUH�RI�WKH�VWUDWHJLF�LPSOLFDWLRQV�RI�WKHLU�RIIHU�RU�FRXQWHU�RIIHU�
:K\��WKHQ��LV�EDFNZDUGV�LQGXFWLRQ�QRW�IROORZHG�WKURXJK�WR�WKH�UHVXOW
SUHGLFWHG�E\�WKH�5XELQVWHLQ�PRGHO"�2QH�H[SODQDWLRQ�PD\�EH�WKDW�ZKDW
LV� EHLQJ� DQWLFLSDWHG� LV� QRW� µK\SHU�UDWLRQDO¶� EHKDYLRXU�� EXW� WKH
DSSOLFDWLRQ� RI� DQ�LQWHUQDOLVHG� QRUP� RI� µHTXLW\¶� LQ� EDUJDLQLQJ�ZKLFK
LPSRVHV�DQ�DFWLRQ�FRQVWUDLQW�RQ�WKH�SDUWLHV�LQYROYHG���

,W� LV� ZHOO�NQRZQ� WKDW� H[SHULPHQWDO� UHVXOWV� GR� QRW� VXSSRUW� WKH
HTXLOLEULXP� µSUHGLFWLRQV¶� RI� DOWHUQDWLQJ�RIIHU� EDUJDLQLQJ� JDPHV� �VHH
.DJHO�DQG�5RWK�����������II���5DWKHU��H[SHULPHQWHUV�KDYH�IRXQG�WKDW
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RIIHUV� PD\� EH� UHMHFWHG� LQ� FLUFXPVWDQFHV� ZKLFK� DUH� SUHGLFWHG
µHTXLOLEULD¶��EHFDXVH�WKH\�YLRODWH�SDUWLHV¶�QRWLRQV�RI�µIDLUQHVV¶��(OVWHU
�������DUJXHV�WKDW�QRUPV²LQ�KLV�YLHZ�FRQVWUDLQWV�RQ��RU�GHOLPLWHUV�RI�
UDWLRQDO� DFWLRQ²DUH� LPSRUWDQW� FRQVWUDLQWV� RQ� EDUJDLQLQJ� SURFHVVHV�
8VLQJ�H[DPSOHV�GUDZQ�IURP�6ZHGLVK�FROOHFWLYH�EDUJDLQLQJ�SURFHVVHV�
KH� VXJJHVWV� WKDW� QRUPV� RI� µHTXLW\¶� DUH� RSHUDQW�� 7KHVH� UHODWH
µDFFHSWDEOH¶� RIIHUV� WR� WKH� SD\PHQWV� UHFHLYHG� E\� RWKHUV�� 7KH
GHVFULSWLRQ�RI� WKH�/RQGRQ�$SSURDFK� VHW�RXW�E\� WKH�%ULWLVK�%DQNHUV¶
$VVRFLDWLRQ�����������VWDWHV�

µ,W�LV�D�FDUGLQDO�SULQFLSOH�WKDW�
D� HDFK� OHQGHU� LV� HQWLWOHG� WR� H[HUFLVH� LWV� RZQ� FRPPHUFLDO
MXGJHPHQW��EXW�
E� HDFK� OHQGHU� LV� H[SHFWHG� WR� EH� UHDOLVWLF� DQG� SUDJPDWLF� DQG
UHFRJQLVH�WKH�LPSDFW�RI�LWV�GHFLVLRQ�RQ�RWKHUV��1R�OHQGHU�VKRXOG�WU\�WR
REWDLQ� WHUPV� IRU� LWVHOI� WKDW� DUH� LQHTXLWDEOH� WR� RWKHU� OHQGHUV�� EXW� EH
V\PSDWKHWLF� WR� WKH� RYHUDOO� REMHFWLYHV� RI� VXSSRUWLQJ� WKH� FRPSDQ\�¶
�(PSKDVLV�DGGHG��

7KLV�VXJJHVWV� WKDW�D�QRUP�RI� µHTXLW\¶� LV�SHUFHLYHG� WR�H[LVW� UHJDUGLQJ
WKH�GLVWULEXWLRQ�RI�WKH�VXUSOXV��3DUWLHV�FRQVLGHU�WKDW�WKH�GLVWULEXWLRQ�RI
VXUSOXV�RXJKW�WR�EH�SUR�UDWD�WR�WKH�XQGHUO\LQJ�FODLPV��7KH�EDFNZDUGV
LQGXFWLRQ� DSSHDOHG� WR� E\� LQWHUYLHZHH� ��� LQ� WKH� TXRWDWLRQ� RQ� WKH
SUHYLRXV� SDJH� LV� QRW� WKDW� RI� FRQVLGHULQJ� ZKDW� DQ� K\SHU�UDWLRQDO
RSSRQHQW�ZLOO�RU�ZLOO�QRW�DFFHSW��5DWKHU��LW�LV�RQH�RI�FRQVLGHULQJ�ZKDW
DQ�RSSRQHQW�VXEMHFW� WR� D� QRUP�RI� SUR� UDWD� VKDULQJ�ZLOO� DFFHSW��7KH
LPSOLFDWLRQ�LV�WKDW�LI�WKH�UHVSRQGHQW¶V�FRXQWHU�RIIHU�SXUSRUWV�WR�JLYH�LW
SURSRUWLRQDOO\�PRUH�WKDQ�WKH�RWKHU�EDQNV�UHFHLYH��WKH\�ZLOO�QRW�UHVLJQ
WKHPVHOYHV� WR� WKH� IDFW� WKDW� ZLWK� WKH� JLYHQ� GLVFRXQW� UDWHV� LW� PD\� EH
UDWLRQDO�WR�DFFHSW�WKH�RIIHU��5DWKHU��WKH\�ZLOO�UHIXVH�DV�LW�RIIHQGV�WKHLU
QRUPV�RI�IDLUQHVV�

1RUPV� RI� UHFLSURFLW\�� 6R� IDU�� ZH� KDYH� LJQRUHG� WKH� GLIILFXOWLHV� IRU
UHQHJRWLDWLRQ� UDLVHG� E\� WKH� SUHVHQFH� RI� VHFXUHG� FUHGLWRUV�� &UHGLWRUV
ZKR� DUH� IXOO\� VHFXUHG� ZLOO� EH� LQGLIIHUHQW� DV� EHWZHHQ� LQVROYHQF\� RU
UHQHJRWLDWLRQ��VLQFH�WKHLU�SD\RII�ZLOO�QRW�FKDQJH�HLWKHU�ZD\��&UHGLWRUV
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ZKR�DUH�OHVV�WKDQ�IXOO\�VHFXUHG��KRZHYHU��PD\�KDYH�D�SUHIHUHQFH�RQH
ZD\�RU�WKH�RWKHU��)RU�H[DPSOH��LI�WKH�FROODWHUDO�LV�ZRUWK�FRQVLGHUDEO\
OHVV� WKDQ� WKH�RXWVWDQGLQJ�GHEW�� WKH� VHFXUHG� FUHGLWRU�ZLOO� IDFH� VLPLODU
LQFHQWLYHV� WR� WKH� XQVHFXUHGV�� 8QGHU� VRPH� FLUFXPVWDQFHV�� KRZHYHU�
VHFXUHG� FUHGLWRUV� GR� KDYH� DQ� LQFHQWLYH� WR� SUHIHU� LQVROYHQF\�� )RU
H[DPSOH�� LI� WKH� UHDOLVDWLRQ� YDOXH� RI� WKHLU� FROODWHUDO� LV� OLNHO\� WR� EH
GDPDJHG� E\� GHOD\�� WKHQ� WKH\�ZLOO� KDYH� DQ� LQFHQWLYH� WR� HQIRUFH� DQG
SUHFLSLWDWH�EDQNUXSWF\�UHJDUGOHVV�RI�ZKHWKHU�WKLV�FUHDWHV�H[WHUQDOLWLHV�
7KLV� LV�D�FODVVLF�H[DPSOH�RI� WKH� LQHIILFLHQFLHV�ZKLFK�PD\�EH�FUHDWHG
E\� KHWHURJHQHRXV� SULRULWLHV�� 7KHLU� SUHVHQFH� PD\� GHVWDELOLVH
UHQHJRWLDWLRQV� DW� DQ� HDUO\� VWDJH�� ,I� SDUWLHV� DQWLFLSDWH� WKDW� VHFXUHG
FUHGLWRUV� ZLOO� HQIRUFH� DQG� SUHFLSLWDWH� LQVROYHQF\�� WKHQ� WKH\� DUH
XQOLNHO\�WR�LQFXU�WKH�FRVWV�RI�DWWHPSWLQJ�D�UHVWUXFWXULQJ�DW�DOO�

6XFK�GLIILFXOWLHV�PD\�EH�DYRLGHG�E\�NHHSLQJ�VHFXUHG�GHEW�RXW�RI� WKH
GHEWRU¶V�FDSLWDO�VWUXFWXUH��7R�EH�VXUH��ODUJH�8.�FRUSRUDWHV�GR�QRW�DV�D
UXOH�LVVXH�VLJQLILFDQW�DPRXQWV�RI�VHFXUHG�GHEW��/DVIHU���������<HW�LW�LV
QRQHWKHOHVV� VWLOO� SUHVHQW� LQ� RQH� IRUP� RU� DQRWKHU�� $QRWKHU� DSSURDFK
PD\�EH� IRU� WKH� VHFXUHG� FUHGLWRU�ZLWK� GHOD\�VHQVLWLYH� FROODWHUDO� WR� EH
JLYHQ� D� VLGH� SD\PHQW�H[� SRVW�� WR� HQVXUH� WKDW� WKH\� ORVH� QRWKLQJ� E\
DJUHHLQJ� QRW� WR� HQIRUFH�� <HW� WKLV� PD\� JLYH� SDUWLHV� DQ� LQFHQWLYH� WR
FODLP�WKDW�WKHLU�FROODWHUDO�LV�WLPH�VHQVLWLYH��RU�WR�WDNH�VXFK�FROODWHUDO�
2XU� LQWHUYLHZHHV� VXJJHVWHG� WKDW� LQ� WKHVH� FLUFXPVWDQFHV�� QRUPV� RI
UHFLSURFDO� FR�RSHUDWLRQ� FRXOG� EH� FDOOHG� XSRQ� WR� SHUVXDGH� VXFK
FUHGLWRUV�WR�DJUHH�WR�SDUWLFLSDWH�LQ�D�UHVWUXFWXULQJ��7KH�µIRON�WKHRUHP¶
RI� JDPH� WKHRU\� SRVLWV� WKDW� LW� LV� SRVVLEOH� WR� VXVWDLQ� FRRSHUDWLYH
RXWFRPHV�HYHQ�LQ�D�SULVRQHU¶V�GLOHPPD�JDPH��SURYLGHG�WKDW�WKH�JDPH
LV� UHSHDWHG� LQGHILQLWHO\� DQG� SDUWLHV� KDYH� VXIILFLHQWO\� ORZ� GLVFRXQW
UDWHV��7KHVH�UHVXOWV�FDQ�XQGHU�FHUWDLQ�FLUFXPVWDQFHV�EH�H[WHQGHG�IURP
WZR�SOD\HUV� WR� D� ODUJHU�SRSXODWLRQ��6XJGHQ� ������� GHPRQVWUDWHV� WKLV
E\�UHIHUHQFH�WR�D�µPXWXDO�DLG¶�JDPH��ZKHUH�PHPEHUV�FR�RSHUDWH�ZLWK
HDFK�RWKHU�ZKHQ�LQ�QHHG��RQ�WKH�EDVLV� WKDW� WKH�RWKHUV�ZLOO�FR�RSHUDWH
ZLWK� WKHP� LQ� WXUQ� ZKHQ� QHHGHG�� 7KRVH� ZKR� GR� QRW� FR�RSHUDWH� DUH
H[FOXGHG� IURP� WKH� EHQHILWV� RI� IXWXUH� FR�RSHUDWLRQ���� $V� RXU
LQWHUYLHZHHV�SXW�LW�
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µ>7@KHVH� VLWXDWLRQV� DUH� UDUHO\� RQH�RIIV�� EHFDXVH� ZKDW� \RX¶UH� WDONLQJ
DERXW�LV�SDUWLFLSDWLRQ�LQ�V\QGLFDWHG�OHQGLQJ�DQG�WKH�V\QGLFDWH�GLG�WKH
URXQG�DQG�VR�,�VXSSRVH�WKH�ILUVW�WKRXJKW�ZDV�WKDW�\RX�PLJKW�EH�RQ�WKH
RWKHU�VLGH�RI�WKH�DUJXPHQW�QH[W�ZHHN«¶��,QWHUYLHZ����

µ>,I@� \RX� ZRUN� RQ� UHVWUXFWXULQJ�� \RX� QHDUO\� DOZD\V� KDYH� WKH� VDPH
LQGLYLGXDOV� URXQG� WKH� WDEOH�� 7KH� EDQNV� KDYH� UHODWLYHO\� VPDOO
GHSDUWPHQWV²HYHQ�WKH�ELJ�EDQNV²ZKR�GHDO�ZLWK�WKHVH�VLWXDWLRQV�DQG
«�ZKHQ� WKHUH¶V� D� ORW� RI� SRWHQWLDO� LQVROYHQF\� RU� UHVWUXFWXULQJ� ZRUN
DERXW��WKH\�ZLOO�JR�WR�D�VWHHULQJ�FRPPLWWHH�PHHWLQJ�ZLWK�RQH�FRPSDQ\
LQ� WKH�PRUQLQJ� DQG� LQ� WKH� DIWHUQRRQ� KDOI� WKH� SHRSOH� URXQG� WKH� WDEOH
ZLOO�KDYH�EHHQ�DW� WKH�PHHWLQJ� LQ� WKH�PRUQLQJ��7KH\�FDQ�GUDZ�GLUHFW
FRPSDULVRQV«:KHQ� KH� JRHV� WR� WKDW� PHHWLQJ� LQ� WKH� DIWHUQRRQ� WKH
SHRSOH�DUH�JRLQJ�WR�UHPHPEHU¶��,QWHUYLHZ����

$QRWKHU�DVSHFW�RI�UHSXWDWLRQ�LV�WR�GR�ZLWK�UHSHDW�EXVLQHVV��LQ�WHUPV�RI
EHLQJ�RIIHUHG�SDUWLFLSDWLRQ�LQ�IXWXUH�ORDQ�V\QGLFDWLRQV�

µ7KH� UHFDOFLWUDQW� EDQN� FDQ� EH� WDNHQ� RQ� RQH� VLGH�� SRVVLEO\� DW� D� YHU\
VHQLRU� OHYHO�� DQG� UHPLQGHG� WKDW�«� LQ� WKH� QH[W� FDVH� ZKLFK� LV� EHLQJ
V\QGLFDWHG��WKH\�PD\�QRW�JHW�RIIHUHG�D�SLHFH�RI�WKH�DFWLRQ�¶��,QWHUYLHZ
���

µ7KHQ�WKHUH¶V�WKH�TXHVWLRQ�RI�FRPPLWPHQW�WR�WKH�PDUNHW�DQG�WKH�QHHG
WR�UHPDLQ�D�EDQN�ZLWK�ZKLFK�RWKHU�EDQNV�FDQ�GR�EXVLQHVV�¶��,QWHUYLHZ
���

µ,� WKLQN�� WKRXJK�� WKDW� WKH\�ZRXOG�FHUWDLQO\�JHW� D�QDPH� LQ� WKH�PDUNHW
SODFH�DQG��IRU�H[DPSOH��LI�WKHUH�ZDV�D�FDOO�IRU�RQH�RI�WKH�ZHOO�NQRZQ
EDQNV�LQ�WKH�8.��RU�LQGHHG�ELJ�86�EDQNV��WR�GR�D�V\QGLFDWHG�ORDQ�WKH\
PLJKW�WKLQN�WZLFH�DERXW�RIIHULQJ�D�VOLFH�RI�WKDW�WR�WKDW�SDUWLFXODU�EDQN�
6R�LW�FRXOG�GDPDJH�WKDW�EDQN¶V�EXVLQHVV�LQ�WKDW�VHQVH�¶��,QWHUYLHZ����

7KH� µPXWXDO� DLG¶� PRGHOV� UHTXLUH� IRU� VWDELOLW\� WKDW� LW� LV� SRVVLEOH� WR
H[FOXGH�QRQ�FRRSHUDWRUV� IURP�WKH�VKDUHG� UHVRXUFH�DW�QHJOLJLEOH�FRVW�
2WKHUZLVH� WKH� WKUHDW� RI� HQIRUFHPHQW� LV� QRW� FUHGLEOH�� DQG� WKH� µQRUP¶
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ZLOO� QRW� DIIHFW� SDUWLHV¶� LQFHQWLYHV�� 2XU� LQWHUYLHZ� VXEMHFWV� SHUFHLYHG
WKDW� WZR� SRVVLEOH� VDQFWLRQV� ZRXOG� EH� LPSRVHG� IRU� YLRODWLRQV� RI� WKH
QRUP� RI� µVWDQGVWLOO¶�� QRQFRRSHUDWLRQ� LQ� UHSHDWHG� SOD\� RI� WKH� VDPH
JDPH��DQG�H[FOXVLRQ�IURP�IXWXUH�EXVLQHVV��:H�FRQVLGHU�WKDW�WKH�ODWWHU
LV� PRUH� VLJQLILFDQW�� 1RQFRRSHUDWLRQ� LQ� IXWXUH� UHVWUXFWXULQJV� ZRXOG
KXUW� WKH� µSXQLVKHU¶� DV�ZHOO� DV� WKH� GHIHFWLQJ� EDQN�� DQG� QRUPV�ZKLFK
UHO\� RQ� FRVWO\� HQIRUFHPHQW� DUH� GLIILFXOW� WR� VXVWDLQ� �$[HOURG�� ������
+RZHYHU�� WKH� H[FOXVLRQ� RI� QRQFRRSHUDWLQJ� EDQNV� IURP� WKHVH
V\QGLFDWLRQV²ZKHWKHU� SHUPDQHQWO\�� RU� IRU� D� OLPLWHG� µSXQLVKPHQW¶
SHULRG²LV�XQOLNHO\�WR�FRVW�WKH�RWKHU�SDUWLFLSDWLQJ�EDQNV�DQ\WKLQJ��DQG
LV�WKHUHIRUH�FUHGLEOH��7KXV�WKLV�VHHPV�WR�VXJJHVW�D�µPXWXDO�DLG¶�JDPH
EHLQJ�FRQGXFWHG�ZLWK�D� µVKDUHG� UHVRXUFH¶�RI� OLPLWHG�RSSRUWXQLWLHV� WR
SURILW�IURP�IXWXUH�ORDQ�V\QGLFDWLRQV�

� (YROXWLRQ�RI�WKH�/RQGRQ�$SSURDFK

:H�QRZ�PRYH�IURP�FRQVLGHUDWLRQ�RI� WKH� LQFHQWLYHV�RI�FUHGLWRUV�RI�D
ILQDQFLDOO\� GLVWUHVVHG� ILUP� LQ� DQ\� JLYHQ� UHVWUXFWXULQJ²D� VWDWLF
DQDO\VLV²WR� DQ� LQYHVWLJDWLRQ� RI� WKH� HYROXWLRQ� RI� WKH� QRUPV� RI� WKH
/RQGRQ�$SSURDFK�RYHU�WLPH�

��� 7KH�SDVW

)URP�PLQLPDO� EHJLQQLQJV� LQ� WKH� HDUO\� ����V�� WKH�/RQGRQ�$SSURDFK
KDV� HYROYHG� WR� WKH� SRLQW� ZKHUH� VXFFHVVIXO� SUDFWLFHV� IRU� UHVROYLQJ
FUHGLWRU�FRQIOLFWV�KDYH�EHHQ�FRGLILHG�LQWR�D�VHULHV�RI�SUDFWLFHV��VXFK�DV
WKRVH� ZKLFK� UHODWH� WR� WKH� FRPSRVLWLRQ� DQG� YRWLQJ� SUDFWLFHV� RI
FRPPLWWHHV�� DQG� SULQFLSOHV� �VXFK� DV� WKH� µUXOHV¶� RI� VWDQGVWLOO� DQG
µHTXLW\¶��� ,Q� WKLV� VHQVH�� WKH� /RQGRQ� $SSURDFK� KDV� DFTXLUHG� DQ
H[LVWHQFH� VHSDUDWH� IURP� WKH� LQGLYLGXDO� FDVHV� LQ� ZKLFK� LW� LV� DSSOLHG�
QRWZLWKVWDQGLQJ� WKH� GLIILFXOW\� RI� SRLQWLQJ� WR� DQ\� VLQJOH� VHW� RI
GRFXPHQWV�ZKLFK�HPERGLHV�WKH�UXOHV�ZKLFK�PDNH�LW�XS��$W� WKH�VDPH
WLPH��WKHVH�UXOHV�DSSHDU�WR�EH�ODUJHO\�VHOI�HQIRUFLQJ��VLQFH�WKH\�GR�QRW
GHSHQG�XSRQ� VWDWXWRU\� VXSSRUW�� QRU� RQ� WKH� DFWLYH� LQWHUYHQWLRQ�RI� WKH
%DQN�RI�(QJODQG�
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7KH� UROH�RI� WKH�%DQN�RI�(QJODQG� LV�GLIILFXOW� WR� LGHQWLI\�SUHFLVHO\�� LQ
SDUW� EHFDXVH� FRPPHUFLDO� FRQILGHQWLDOLW\�PDNHV� LW� KDUG� WR� MXGJH� KRZ
IDU� WKH�%DQN�ZDV�SUHSDUHG�DW� DQ\�VWDJH� WR�H[HUFLVH�VDQFWLRQV�DJDLQVW
EDQNV� IDLOLQJ� WR� WRH� WKH� OLQH��+RZHYHU�� LW� LV� SRVVLEOH� WR� VHH� WKDW� WKH
%DQN� SOD\HG� D� YLWDO� UROH� LQ� FR�RUGLQDWLQJ� WKH� DFWLYLWLHV� RI� FUHGLWRUV�
7KH� %DQN¶V� ORQJ�VWDQGLQJ� UROH� LQ� GHDOLQJ� ZLWK� WKH� FRQVHTXHQFHV� RI
ODUJH�VFDOH� FRUSRUDWH� IDLOXUHV� PDGH� LW� ZHOO� HTXLSSHG� WR� XQGHUWDNH
WKHVH� WDVNV�� 7KH� /RQGRQ� $SSURDFK�� WKHQ�� PD\� EH� VHHQ� DV� DQ
DGDSWDWLRQ�RI�H[SHUWLVH�ZKLFK�WKH�%DQN�DFTXLUHG�GXULQJ�WKH�SHULRG�LQ
WKH� ����V� ZKHQ� WKH� %ULWLVK� HFRQRP\� ZDV� XQGHUJRLQJ� H[FHSWLRQDO
WXUEXOHQFH��7KH�SDUWLFXODU��WKH�KLVWRULFDO�UROH�SOD\HG�E\�WKH�%DQN�ZDV
RQH�RI�WKH�FRQGLWLRQV�ZKLFK�LQLWLDWHG�WKH�GHYHORSPHQW�RI�WKH�FRPPRQ
XQGHUVWDQGLQJV�DQG�H[SHFWDWLRQV�RXW�RI�ZKLFK� WKH�/RQGRQ�$SSURDFK
JUHZ�

7KH�%DQN�DOVR�SOD\HG�DQ�LPSRUWDQW�UROH�LQ�GLVVHPLQDWLQJ�LQIRUPDWLRQ
DERXW� WKH� /RQGRQ� $SSURDFK� DW� D� VWDJH�� LQ� WKH� PLG�����V�� ZKHQ� LW
EHJDQ�WR�EH�PRUH�IRUPDOO\�DUWLFXODWHG��$W�D�FHUWDLQ�SRLQW��WKH�/RQGRQ
$SSURDFK� FHDVHG� WR� EH� VLPSO\� D� PDWWHU� RI� FRPPRQ� NQRZOHGJH� DQG
XQGHUVWDQGLQJ� DPRQJ� WKH� ILQDQFLDO� SURIHVVLRQDOV� ZKR� DSSOLHG� LW� LQ
SUDFWLFH�� ,W� ZDV� VXEMHFW� WR� D� SURFHVV� RI� SDUWLDO� EXW� QHYHUWKHOHVV
VLJQLILFDQW� FRGLILFDWLRQ�� ZKLFK� ZDV� ODWHU� H[WHQGHG� E\� RQH� RI� WKH
UHOHYDQW� WUDGH� DVVRFLDWLRQ� ERGLHV�� WKH� %ULWLVK� %DQNHUV� $VVRFLDWLRQ�
ZKHQ� LW� SXEOLVKHG� LWV� JXLGHOLQHV� RI� ������ 7KH� GLVVHPLQDWLRQ� RI
LQIRUPDWLRQ� DERXW� WKH� /RQGRQ� $SSURDFK� ZDV� WKHUHIRUH� QR� ORQJHU
EDVHG� RQO\� RQ� REVHUYDWLRQ� DQG� LPLWDWLRQ� RI� SUHYLRXV� JRRG� SUDFWLFH�
5DWKHU�� WKH� UXOHV� RI� WKH� /RQGRQ� $SSURDFK� EHJDQ� WR� RSHUDWH� DV� D
EHQFKPDUN� DJDLQVW� ZKLFK� SDUWLFLSDQWV� LQ� WKH� UHVFXH� SURFHVV� ZRXOG
PHDVXUH� WKHLU� RZQ� FRQGXFW� DQG� WKHLU� H[SHFWDWLRQV� RI� WKH� FRQGXFW� RI
RWKHUV�

%RWK�WKHVH�DVSHFWV�RI� WKH�%DQN¶V�UROH�ILW�ZHOO�ZLWK� WKH�VXJJHVWLRQ�RI
3LFNHU� ������� WKDW� WKH� VWDWH� PD\� EH� DEOH� WR� VKLIW� SDUWLHV� EHWZHHQ
FRQYHQWLRQV� LQ� JDPHV�RI� SXUH� FR�RUGLQDWLRQ�E\� µVHHGLQJ¶� QRUPV� DQG
ZLWK� /HVVLJ¶V� FODLP� WKDW� WKH� VWDWH� FDQ� LQGXFH� VRFLDO� RU� HFRQRPLF
FKDQJH�E\�DOWHULQJ�WKH�HQYLURQPHQWDO�RU�µDUFKLWHFWXUDO¶�FRQVWUDLQWV�RQ
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LQGLYLGXDO�GHFLVLRQ�PDNLQJ��/HVVLJ���������,W�VHHPV�WKDW�WKH�%DQN�RI
(QJODQG¶V�KLVWRULFDO�UROH�PD\�KDYH�EHHQ�DQ�H[DPSOH�RI�QRUP�VHHGLQJ
LQ�DFWLRQ��:LWKRXW�WKH�%DQN¶V�FDSDFLW\�IRU�LQVWLWXWLRQDO�LQWHUYHQWLRQ�WR
DVVLVW� WKH� GHYHORSPHQW� RI� WKH� /RQGRQ� $SSURDFK�� LW� LV� SRVVLEOH� WKDW
LQIRUPDO�UHVFXH�SURFHGXUHV�ZRXOG�QRW�KDYH�EHHQ�GHYHORSHG�LQ�VXFK�DQ
HIIHFWLYH�ZD\�� DQG� LW� LV� KLJKO\� XQOLNHO\� WKDW� SUDFWLFHV� LQ� WKH�&LW\� RI
/RQGRQ�ZRXOG�KDYH�JRQH�RQ�WR�IRUP�WKH�EDVLV�IRU�SURFHGXUHV�LQ�RWKHU
ILQDQFLDO�FHQWUHV��DV�LV�QRZ�SURYLQJ�WR�EH�WKH�FDVH��%XOORFN��������

��� 7KH�IXWXUH

7KH� /RQGRQ� $SSURDFK� H[LVWV� LQ� D� PDUNHW� SODFH� ZKLFK� LV� LWVHOI
FKDQJLQJ� UDSLGO\�� 6LQFH� WKH� UHFHVVLRQ� LQ� WKH� HDUO\� ����V�� WKUHH� NH\
GHYHORSPHQWV�LQ�WKH�ILQDQFLQJ�RI�ODUJH�8.�ILUPV�KDYH�LQMHFWHG�IXUWKHU
SUHVVXUHV�LQWR�QHJRWLDWLRQV�EHWZHHQ�FUHGLWRUV�RI�ILQDQFLDOO\�GLVWUHVVHG
ILUPV�� )LUVW�� WKH� SDFH� RI� µJOREDOLVDWLRQ¶� LQ� ILQDQFLDO� PDUNHWV� KDV
LQWHQVLILHG� GXULQJ� WKH� ����V���� 6HFRQG�� ODUJH� 8.� FRUSRUDWHV� DUH
PDNLQJ� PRUH� IUHTXHQW� XVH� RI� GLVLQWHUPHGLDWHG� GHEW� ILQDQFH�� LQ
SDUWLFXODU�ERQG�LVVXHV�

��
�7KLUG��PDUNHWV�IRU�GLVWUHVVHG�FRUSRUDWH�GHEW�

LQFOXGLQJ�WKH�WUDGLQJ�RI�SDUWLFLSDWLRQV�LQ�V\QGLFDWHG�EDQN�ORDQV��KDYH
GHYHORSHG�LQ�/RQGRQ�

��

7KHVH� WKUHH� IDFWRUV�PD\�KDYH�SURIRXQGO\�GHVWDELOLVLQJ�FRQVHTXHQFHV
IRU� WKH� QRUPV� ZKLFK� KDYH� LQ� WKH� SDVW� µUHJXODWHG¶� WKH� /RQGRQ
$SSURDFK�� (DFK� RI� WKHVH� WHQG� WR� UHGXFH� WKH� OLNHOLKRRG� RI� UHSHDWHG
LQWHUDFWLRQ� DPRQJVW� SDUWLHV� ZLWK� FODLPV� DJDLQVW� D� GLVWUHVVHG� ILUP�
%X\HUV�RI�ERQGV�RU�GLVWUHVVHG�GHEW� �VR�FDOOHG� µYXOWXUH¶� LQYHVWRUV���RU
SDUWLHV�EDVHG�DEURDG��DUH�OHVV�OLNHO\�WR�KDYH�DQ\�H[SHFWDWLRQ�RI�UHSHDW
EXVLQHVV�ZLWK� WKH� EDQNV� LQ� TXHVWLRQ���� 7KLV� LQFUHDVHV� WKH� OLNHOLKRRG
WKDW�RQH�RU�PRUH�VXFK�SDUWLHV�PD\�LQFRUUHFWO\�REVHUYH�WKH�FRQYHQWLRQV
RSHUDWLQJ� LQ�/RQGRQ�$SSURDFK�ZRUNRXWV� DQG� DGRSW� VWUDWHJLHV�ZKLFK
SUHFLSLWDWH� LQVROYHQF\��6LPXOWDQHRXVO\�� LW� UHGXFHV� WKH�HIILFDF\�RI� WKH
VDQFWLRQV�ZKLFK�WKH�µFOXE¶�RI�/RQGRQ�EDQNV�FDQ�WKUHDWHQ�WR�H[HUW��WKH\
DUH� XQDEOH� WR� H[FOXGH� EX\HUV� RI� ERQGV� RU� GLVWUHVVHG� GHEW� IURP
SDUWLFLSDWLQJ�LQ�IXWXUH�ORDQ�V\QGLFDWLRQV���
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7UDGLQJ� LQ� GLVWUHVVHG� GHEW� EULQJV� ZLWK� LW� SDUWLFXODU� SUREOHPV�� 7KH
FRVWV�RI�FRPPXQLFDWLQJ�ZLWK�WKH�SDUWLHV� WR�D� UHQHJRWLDWLRQ�ULVH�ZKHQ
WKH\� DUH� FRQWLQXDOO\� FKDQJLQJ�� 7KH� ULVN� WKDW� EUHDFKHV� LQ
FRQILGHQWLDOLW\� ZLOO� RFFXU�� DQG� WKDW� WKH� GHEWRU¶V� GLIILFXOWLHV� ZLOO
EHFRPH� SXEOLF� NQRZOHGJH²ZLWK� DOO� WKH� DVVRFLDWHG� FRVWV²LV� DOVR
JUHDWO\�LQFUHDVHG��6SHFXODWLYH�WUDGHUV�VXEMHFW�WR�KLJK�SUHVVXUH�WR�PDNH
TXLFN� UHWXUQV� PD\� KDYH� D� VWURQJ� SUHIHUHQFH� IRU� PDNLQJ� UHFRYHULHV
VRRQHU�UDWKHU�WKDQ�ODWHU��$V�RQH�LQWHUYLHZHH�SXW�LW�

µ>7@KH\�FDQ�EH�TXLWH�GHVWUXFWLYH��WKH\¶YH�ERXJKW�WKH�GHEW�IRU����SHQFH
LQ�WKH�SRXQG�DQG�WKH\�VHH�D�PRGHO�WKDW�WHOOV�WKHP�WKH\¶UH�JRLQJ�WR�JHW
���SHQFH�RQ�D� IRUPDO� OLTXLGDWLRQ��7KH\¶OO� VD\��ZHOO��\RX�NQRZ��ZK\
ZDLW"�$QG� WKHQ�\RX¶YH�JRW� D� KHOO� RI� D� MRE� SXOOLQJ� WKRVH� SHRSOH� LQWR
OLQH�¶��,QWHUYLHZ����

,W�VHHPV�WKDW�D�WUDGHU�UHO\LQJ�RQ�VXFK�DQ�DUJXPHQW�LV�VXJJHVWLQJ�WKDW
WKH\�DSSO\�D�YHU\�KLJK�WLPH�GLVFRXQW�UDWH��ZKLFK�LI�WUXH�ZRXOG�UHGXFH
WKH�UHODWLYH�DWWUDWLYHQHVV�WR�WKHP�RI�DQ\�VKDUH�WKH\�ZRXOG�UHFHLYH�LQ�D
QHJRWLDWHG� UHVWUXFWXULQJ�� DV� WKLV� PLJKW� WDNH� VHYHUDO� \HDUV� WR
LPSOHPHQW�� 7KH� DOWHUQDWLYH� WR� SDUWLFLSDWLQJ� LQ� D� UHQHJRWLDWLRQ� LV� WR
HQIRUFH� DQG� SURYRNH� LQVROYHQF\� SURFHHGLQJV�� ZKHUH� WKH� UHSD\PHQW
ZLOO�EH�PRUH� UDSLG��(QIRUFHPHQW� LV� WKHUHIRUH�DQ� µH[LW�RSWLRQ¶� IRU� WKH
GHEW� WUDGHU� IURP� WKH� UHQHJRWLDWLRQ�JDPH��1RQFRRSHUDWLYH� EDUJDLQLQJ
WKHRU\�VXJJHVWV�WKDW�DQ�H[LW�RSWLRQ�SODFHV�D�IORRU�RQ�ZKDW�D�SDUW\�FDQ
H[SHFW� WR� UHFHLYH� LQ� D�QHJRWLDWHG� VHWWOHPHQW�� QR�SDUW\�ZLOO� DFFHSW� DQ
RIIHU�IRU� OHVV� WKDQ�WKH\�FDQ�UHFHLYH�E\�H[LWLQJ�QHJRWLDWLRQV��7KXV� WKH
WUDGHU�PD\�EH�VHHNLQJ� WR�FRQYLQFH� WKH�RWKHU�FUHGLWRUV� WKDW� WKHLU�KLJK
GLVFRXQW� UDWH� PHDQV� WKDW� WKHLU� LQVROYHQF\� SD\RII� ZRXOG� EH� KLJKHU�
ZKHQ�GLVFRXQWHG�WR�SUHVHQW�YDOXH��WKDQ�D�SUR�UDWD�VHWWOHPHQW�XQGHU�WKH
UHQHJRWLDWLRQ�� DQG� WKDW� WKH\�ZLOO� WKHUHIRUH� UHTXLUH� D� KLJKHU� UHWXUQ� LQ
WKH� UHQHJRWLDWLRQ� LQ� RUGHU� WR� PDNH� LW� ZRUWK� WKHLU� ZKLOH�� 7KHUH� DUH�
KRZHYHU�� UHDVRQV� IRU� GRXEWLQJ� WKDW� VXFK� DQ� RXWFRPH� ZRXOG� HYHU
WUDQVSLUH��,I�D�KROGHU�RI�GLVWUHVVHG�GHEW�UHDOO\�KDG�D�YHU\�KLJK�GLVFRXQW
UDWH��WKHQ�WKH\�FRXOG�SURILWDEO\�VHOO�WKH�FODLP�WR�D�SDUW\�ZLWK�D�ORZHU
GLVFRXQW�UDWH��DQG�WKH�XVH�RI�WKLV�W\SH�RI�µWKUHDW¶�LQ�QHJRWLDWLRQV�ZRXOG
QRW�EH�FUHGLEOH�
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2WKHU�VXEMHFWV�GLVWLQJXLVKHG�EHWZHHQ�µVSHFXODWLYH¶�GHEW�WUDGLQJ��RI�WKH
VRUW�ZH�KDYH�DOUHDG\�GHVFULEHG��DQG�SXUFKDVHUV�ZKR�ZRXOG�EX\�ZLWK�D
YLHZ� WR� D� ORQJHU�WHUP� UHWXUQ�� EDVHG� RIWHQ� RQ� WKH� LGHD� RI� WDNLQJ� DQ
HTXLW\�SDUWLFLSDWLRQ�LQ�D�VXFFHVVIXOO\�WXUQHG�DURXQG�GHEWRU�FRPSDQ\�

��

7KH�UHWXUQV�WR�VXFK�D�VWUDWHJ\��SURYLGHG�WKH�LQYHVWHH�FRPSDQ\�DQG�WKH
H[LW� FDSLWDO� VWUXFWXUH�DUH�FKRVHQ�FDUHIXOO\�� FDQ�EH�YHU\�KLJK�� ,QGHHG�
HPSLULFDO� HYLGHQFH� IURP� 86� ILUPV� VXJJHVWV� WKDW� YXOWXUH� LQYHVWPHQW
KDV� D� SRVLWLYH� HIIHFW� RQ� FRUSRUDWH� SHUIRUPDQFH� �+RWFKNLVV� DQG
0RRUDGLDQ�� ��������� /DUJH�VFDOH� LQYHVWRUV� RI� WKLV� VRUW� DUH� OLNHO\� WR
LQWHUDFW�ZLWK�RQH�DQRWKHU� UHSHDWHGO\�� ,W� LV� WKHUHIRUH�XQVXUSULVLQJ� WKDW
RQH� RI� RXU� LQWHUYLHZHHV�� D� ODZ\HU� ZKR� DFWHG� SULQFLSDOO\� IRU� VXFK
LQYHVWRUV�� VXJJHVWHG� WKDW� WUDGHUV� RI� WKLV� YDULHW\� ZRXOG� REVHUYH
SULQFLSOHV� RI� UHFLSURFLW\� DV� EHWZHHQ� WKHPVHOYHV�� RI� D� VLPLODU²
DOWKRXJK� SHUKDSV� VOLJKWO\� ORRVHU²QDWXUH� WR� WKRVH� ZKLFK�� ZH� ZHUH
WROG�� ZHUH� RSHUDQW� EHWZHHQ� EDQNHUV� LQ� WKH� /RQGRQ� 0DUNHW�� +H
H[SODLQHG�

µ7KH\�ZLOO� DOO� EH� IUHH� WR�GR�ZKDWHYHU� WKH\� OLNH�� EXW� WKH\�NQRZ�HDFK
RWKHU�ZHOO�DQG�WKH\�RSHUDWH�LQ�WKH�VDPH�PDUNHWV��7KH\�DUH�HVVHQWLDOO\
FR�RSHUDWLYH�� LQ� WKDW� LI� WKH\� FRPH� XS� LQ� DOO� WKHVH� GLIIHUHQW� SRVLWLRQV
DJDLQVW�HDFK�RWKHU� >WKH\� WKLQN@��³,I� ,�KROG� WKDW�DJDLQVW� \RX�KHUH��\RX
DUH�JRLQJ�WR�FRPSOHWHO\�UDLQ�LW�GRZQ�RQ�PH�WKHUH�´¶��,QWHUYLHZ����

,W� LV� DOVR� ZRUWK� QRWLQJ� WKDW� LQ� WKH� ODVW� WZR� WR� WKUHH� \HDUV�� PDUNHW
DVVRFLDWLRQV� IRU� GLVWUHVVHG� GHEW� KDYH� IRUPHG� LQ� 1HZ� <RUN� DQG
/RQGRQ����:KLOVW�WKHLU�SULQFLSDO�IXQFWLRQ�DSSHDUV�WR�EH�WKH�SURGXFWLRQ
RI� VWDQGDUG� WHUPV� IRU� WUDGLQJ� GHEW�� LW� LV� SODXVLEOH� WKDW� WKHVH
DVVRFLDWLRQV� FRXOG� LQ� WLPH� FRPH� WR� SHUIRUP� D� µSROLFLQJ¶� IXQFWLRQ�
H[FOXGLQJ�SOD\HUV�ZKR�DUH�NQRZQ�WR�DGRSW�QRQFRRSHUDWLYH�QHJRWLDWLQJ
VWUDWHJLHV�IURP�WKH�SRRO�RI�DFFHSWDEOH�SXUFKDVHUV�

� &RQFOXVLRQV

,Q� WKLV� VWXG\� RI� WKH� /RQGRQ� $SSURDFK�� ZH� KDYH� VHHQ� KRZ� QRUPV
RSHUDWH�WR�FR�RUGLQDWH�SDUWLHV¶�H[SHFWDWLRQV�DQG�VWUDWHJLHV�GXULQJ�GHEW
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UHQHJRWLDWLRQV�� 1RUPV� SOD\� WKH� UROH� ZKLFK�� DFFRUGLQJ� WR� VRPH
DQDO\VHV�� ZRXOG� EH� SHUIRUPHG� E\� D� VWDWH�VXSSOLHG� UHRUJDQLVDWLRQ
SURFHGXUH�RI�WKH�NLQG�FRQWDLQHG�LQ�&KDSWHU����RI�WKH�86�%DQNUXSWF\
&RGH��RU�LQ�RWKHU�DQDO\VHV�E\�FRQWUDFWXDO�DJUHHPHQWV�HQIRUFHG�E\�WKH
FRXUWV�� :H� FRQVLGHU� WKDW� RXU� ILQGLQJV� KDYH� D� QXPEHU� RI� LPSRUWDQW
LPSOLFDWLRQV� IRU� LQVROYHQF\� VFKRODUVKLS� DQG� IRU� UHJXODWRU\� GHVLJQ� LQ
JHQHUDO�

2XU� ILQGLQJV� VKRZ� WKDW� SULYDWH� QRUPV� FDQ� VXEVWLWXWH� IRU� SXEOLFO\
VXSSOLHG� DQG�RU� HQIRUFHG� OHJDO� UXOHV� LQ� WKH� FRQWH[W� RI� FRUSRUDWH
UHRUJDQLVDWLRQ�� 7KLV� VXJJHVWV� WKDW� DQDO\VLV� RI� WKH� µ�LQ�HIILFLHQF\¶� RI
OHJDO�LQVROYHQF\�SURFHGXUHV�SURFHHGLQJ�IURP�WKH�DVVXPSWLRQ�WKDW�WKH\
ZLOO� DFWXDOO\� EH� HPSOR\HG� PD\� JLYH� PLVOHDGLQJ� FRQFOXVLRQV�� 7KH
VXEVWLWXWLRQ�LV�QRW�KRZHYHU�FRPSOHWH��DQG�LW�DSSHDUV�WKDW�H[LVWHQFH�RI
OHJDO�LQVROYHQF\�SURFHGXUHV�µLQ�WKH�VKDGRZV¶�SOD\V�DQ�LPSRUWDQW�UROH
LQ� XQGHUSLQQLQJ� WKH� VWDELOLW\� RI� WKH� REVHUYHG�QRUPV�� 7KLV� SRLQWV� WKH
ZD\� WR� DQ� H[SDQGHG� IUDPH� RI� UHIHUHQFH� IRU� QRUPDWLYH� DQDO\VLV� RI
LQVROYHQF\� SURFHGXUHV�� 7KH� RSWLPDOLW\� RI� D� JLYHQ� SURFHGXUH� LV� D
IXQFWLRQ�QRW�MXVW�RI�WKH�UXOHV�LQ�TXHVWLRQ��EXW�RI�WKH�ZD\�WKH\�LQWHUDFW
ZLWK�QRUPV�RSHUDQW�LQ�WKH�UHOHYDQW�PDUNHW�SODFH�

,Q�WKLV�SDSHU�ZH�KDYH�VXJJHVWHG�WKDW�QRUPV�DUH�D�IRUP�RI�µLQIRUPDWLRQ
UHVRXUFH¶�ZKLFK�PDNH�LW�SRVVLEOH�WR�VKRUW�FLUFXLW�OHQJWK\�SURFHVVHV�E\
ZKLFK� DFWRUV� VHDUFK� IRU�� DQG� LPLWDWH�� VXFFHVVIXO� VROXWLRQV� WR� FR�
RUGLQDWLRQ� SUREOHPV�� 7KH� HYROXWLRQ� RI� QRUPV� LV� D� SURFHVV� RI
FRQWLQXRXV� UHFHSWLRQ�� FRGLILFDWLRQ� DQG�GLVVHPLQDWLRQ� RI� LQIRUPDWLRQ�
7KLV� SURFHVV�� KRZHYHU�� GRHV� QRW� WDNH� SODFH� LQ� LVRODWLRQ� IURP
LQVWLWXWLRQDO� IHDWXUHV� RI� WKH� HQYLURQPHQW� LQ� ZKLFK� FRPPHUFLDO� RU
VRFLDO�UHODWLRQV�DUH�ORFDWHG��7KH�DSSHDUDQFH�RI�WKH�/RQGRQ�$SSURDFK
DV�D�VHW�RI�VHOI�HQIRUFLQJ�FRQYHQWLRQV�FRQFHDOV�WKH�DFWLYH�UROH�SOD\HG
E\�VWDWH�DXWKRULWLHV��LQ�SDUWLFXODU�WKH�%DQN�RI�(QJODQG��LQ�FUHDWLQJ�WKH
FRQGLWLRQV� XQGHU� ZKLFK� WKRVH� FRQYHQWLRQV� EHFDPH� HVWDEOLVKHG�� 7KH
KLVWRU\�RI�WKH�/RQGRQ�$SSURDFK�PD\�EH�DQ�H[DPSOH��WKHQ��RI�KRZ�WKH
VWDWH�FDQ�LQIOXHQFH�WKH�GHYHORSPHQW�RI�VHOI�HQIRUFLQJ�QRUPV��7KLV�FDQ
RFFXU�WKURXJK�µQRUP�VHHGLQJ¶��3LFNHU���������RU�WKH�SURFHVV�E\�ZKLFK
QRUPV� ZKLFK� DUH� ILUVW� HVWDEOLVKHG� DPRQJ� D� VPDOO�� UHODWLYHO\



��

KRPRJHQHRXV� JURXS� RI� DFWRUV� FRPH� WR� EH� DGRSWHG� E\� D� ZLGHU� DQG
PRUH�GLYHUVH�SRSXODWLRQ�

7KLV�VXJJHVWV�WKDW�VWDWH�LQVWLWXWLRQV�PD\�KDYH�DQ�LPSRUWDQW�UROH�WR�SOD\
LQ� WKH� JHQHUDWLRQ� RI� QRUPV� ZKLFK� JXLGH� SURFHVVHV� VXFK� DV� WKH
UHVROXWLRQ�RI�ILQDQFLDO�GLVWUHVV��:H�KDYH�VHHQ�WKDW�HDUO\�HIIRUWV�E\�WKH
%DQN�RI�(QJODQG�WR�VDYH�ODUJH�ILUPV�ZKLFK�ZHUH�LQ�ILQDQFLDO�GLVWUHVV
HVWDEOLVKHG�D�SDWWHUQ�ZKLFK�RYHU�WLPH�EHFDPH�VHOI�UHLQIRUFLQJ��$IWHU�D
FHUWDLQ�SRLQW��WKH�%DQN�LWVHOI�ZLWKGUHZ�IURP�DFWLYH�SDUWLFLSDWLRQ�LQ�WKH
RUJDQLVDWLRQ�RI�UHVFXHV��DQG�WKH�UXOHV�DQG�SULQFLSOHV�EHFDPH�FRQWDLQHG
LQ�VWDQGDUG�IRUP�FRQWUDFWV�DQG�RWKHU�OHJDO�LQVWUXPHQWV�ZKLFK�ZHUH�LQ
ZLGHVSUHDG� XVH� ZLWKLQ� WKH� ILQDQFLDO� VHFWRU� LQ� /RQGRQ�� ,W� ILQDOO\
EHFDPH�SRVVLEOH�WR�VWDWH�WKH�/RQGRQ�$SSURDFK�LQ�WHUPV�RI�D�VHULHV�RI
JXLGLQJ� SULQFLSOHV� �%ULWLVK�%DQNHUV¶� $VVRFLDWLRQ�� ������� )RU� PDUNHW
SURIHVVLRQDOV�� WKLV�KDV�QRW�GHWUDFWHG� IURP� WKH� IXQGDPHQWDOO\� IOH[LEOH
DQG�RSHQ�HQGHG�ZD\�LQ�ZKLFK�WKH�UXOHV�ZHUH�LQWHUSUHWHG��$W�WKH�VDPH
WLPH�� LW�KDV�PDGH�LW�SRVVLEOH�IRU�D�SURFHVV�DLPHG�DW� WUDQVSODQWLQJ�WKH
HVVHQWLDO� IHDWXUHV� RI� WKH� /RQGRQ� $SSURDFK� WR� RWKHU� MXULVGLFWLRQV� WR
EHJLQ� �VHH� %XOORFN�� ������� 7KLV� IOH[LELOLW\� PD\� JLYH� QRUPV� DQ
HIILFLHQF\� DGYDQWDJH� RYHU� SXEOLFO\�VXSSOLHG� OHJDO� SURFHGXUHV�� RU
SULYDWH�FRQWUDFWV�WR�ZKLFK�SDUWLHV�DUH�µORFNHG�LQ¶�RYHU�WLPH�

7KH�UHYHUVH�SURFHVV�PD\�DOVR�WDNH�SODFH��VKLIWV�LQ�WKH�FRPSRVLWLRQ�RI�D
SRSXODWLRQ� RI� DJHQWV� PD\� OHDG� WR� WKH� GHVWDELOLVDWLRQ� RI� D� ERG\� RI
QRUPV�ZKLFK�SUHYLRXVO\� HQMR\HG�ZLGHVSUHDG� DQG�JHQHUDO� DGKHUHQFH�
7KH�JOREDOLVDWLRQ�RI�ILQDQFLDO�VHUYLFHV��ZKLFK�KDV�OHG�WR�WKH�JURZLQJ
GLVLQWHUPHGLDWLRQ�RI�FRUSRUDWH�GHEWV�DQG� WKH�HQWU\�RI�GLVWUHVVHG�GHEW
GHDOHUV�LQWR�WKH�/RQGRQ�PDUNHWV��PD\�WKHUHIRUH�HQGDQJHU�WKH�VWDELOLW\
RI�WKH�/RQGRQ�$SSURDFK��MXVW�DW�WKH�PRPHQW��LURQLFDOO\��ZKHQ�HIIRUWV
DUH� EHLQJ� PDGH� WR� H[SRUW� LW� WR� RWKHU� MXULVGLFWLRQV��� 7KXV� DV� 3RVQHU
������� KDV�ZDUQHG�� IDLWK� LQ� WKH� HIILFLHQF\� SURSHUWLHV� RI� QRUPV�PXVW
QRW�EH�DFFRUGHG�WRR�UHDGLO\�

2XU�ILQGLQJV�JLYH�ULVH� WR�D�QXPEHU�RI� LPSRUWDQW�TXHVWLRQV� IRU� IXWXUH
UHVHDUFK��&RPSDUDWLYH�VWXGLHV�RI�WKH�QRUPV�RSHUDQW�LQ�UHRUJDQLVDWLRQV
LQ�RWKHU�MXULVGLFWLRQV�ZLOO�DVVLVW�LQ�XQGHUVWDQGLQJ�WKH�LQWHUUHODWLRQVKLS



��

EHWZHHQ� OHJDO� UXOHV�� PDUNHW� QRUPV�� DQG� UHVWUXFWXULQJ� RXWFRPHV�
6LPLODUO\�� VWXGLHV� RI� WKH� RULJLQV� DQG�GHYHORSPHQW� RYHU� WLPH� RI� VXFK
QRUPV�ZLOO�HQKDQFH�RXU�XQGHUVWDQGLQJ�RI�WKH�UROH�RI�VWDWH�LQVWLWXWLRQV
LQ�IRVWHULQJ�WKHLU�GHYHORSPHQW�� ,W� LV�RXU�KRSH�WKDW� LQ�WLPH��QRUPDWLYH
ZRUN� RQ� LQVROYHQF\� SURFHGXUHV� ZLOO� LQFRUSRUDWH� DQDO\VHV� RI� WKH
LQWHUSOD\�EHWZHHQ� ODZ�DQG�QRUPV�� WKH�UROH�RI� UHJXODWRU\� LQWHUYHQWLRQ
LQ� VKDSLQJ�QRUPV�� DQG� WKH� G\QDPLF� HIILFLHQF\�SURSHUWLHV� RI� ODZ� DQG
QRUPV�DV�PHDQV�RI�VKDSLQJ�RXWFRPHV�



��

1RWHV

� 7KHUH�DUH�H[FHSWLRQV��+DUW�����������GLVFXVVHV�WKH�IHDWXUHV�RI�D

JRRG�LQVROYHQF\�SURFHGXUH�RQ�WKH�EDVLV�WKDW�LW�FRXOG�EH�VXSSOLHG

HLWKHU�DV�D�VHW�RI�PDQGDWRU\�UXOHV��RU�RQ�WKH�EDVLV�WKDW�ILUPV�µRSW

LQ¶�WR�LW�

�� )RU�H[DPSOH�� LPDJLQH�D� UHVWUXFWXULQJ�SURSRVDO� IRU� DQ� LQVROYHQW

ILUP�ZKLFK�DVNV�FUHGLWRUV�WR�VZDS������RI�GHEW�IRU�����RI�GHEW

DQG� HTXLW\� ZLWK� DQ� H[SHFWHG� YDOXH� RI� DURXQG� ����� 7KLV� ZLOO

HQVXUH�WKDW�WKH�ILUP�LV�VROYHQW�DJDLQ�DQG�WKDW�WKH�UHPDLQLQJ�GHEW

ZLOO�EH�SDLG��+RZHYHU��IRU�D�FUHGLWRU�KROGLQJ�D�VPDOO�DPRXQW�RI

GHEW²VD\� ����²LW� LV� UDWLRQDO� WR� DEVWDLQ� IURP� SDUWLFLSDWLQJ� LQ

WKH� UHVWUXFWXULQJ�� SURYLGHG� KH� LV� FRQILGHQW� WKDW� WKLV� ZLOO� QRW

DIIHFW�KLV�FKDQFHV�RI�VXFFHVV��,I�KH�GRHV�VR��KLV�HQWLUH������ZLOO

EHFRPH�UHSD\DEOH�LQ�IXOO�E\�WKH��QRZ��VROYHQW�ILUP��2I�FRXUVH��LI

PRUH� WKDQ� D� IHZ� FUHGLWRUV� GR� WKLV�� WKHUH� ZLOO� EH� LQVXIILFLHQW

RYHUDOO�VXUSOXV�WR�PDNH�WKH�GHDO�ZRUWKZKLOH�WR�DQ\�RI�WKHP��DQG

LW�ZLOO�IDLO�

�� 7KLV� FDQ� IROORZ� IURP� WKH� WDNLQJ� RI� VHFXULW\� LQWHUHVWV�ZLWK

GLIIHULQJ� SULRULW\� OHYHOV�� RU� VLPSO\� WKURXJK� WKH� XVH� RI

VXERUGLQDWLRQ�DJUHHPHQWV�DQG�ORDQ�FRYHQDQWV�

�� 7KHUH�LV�QR�VLPLODU�SURKLELWLRQ�XQGHU�(QJOLVK�ODZ�

�� 7KH� ODZ� RI� VHFXULW\� LQWHUHVWV� LV� D� ZHOO�DQDO\VHG� H[DPSOH

�6FKZDUW]�� ������� (QJOLVK� ODZ� SURYLGHV� D� URXWH� IRU� WKH

JHQHUDWLRQ� RI� SULYDWH� LQVROYHQF\� SURFHGXUHV� WKURXJK� WKH



��

SULYLOHJHG� WUHDWPHQW�ZKLFK� LW� DFFRUGV� WR� VHFXUHG�FUHGLWRUV��7KH

,QVROYHQF\� $FW� ����� SURYLGHV� WKDW� WKH� FUHGLWRU�V�� KROGLQJ� D

IORDWLQJ� FKDUJH� ZKLFK� FRYHUV� WKH� ZKROH�� RU� VXEVWDQWLDOO\� WKH

ZKROH�� RI� WKH� GHEWRU¶V� DVVHWV�� PD\� DSSRLQW� DQ� DGPLQLVWUDWLYH

UHFHLYHU��7KH� UHFHLYHU� WKHQ�DFWV� LQ� WKH� LQWHUHVWV�RI� WKH�FUHGLWRUV

ZKR�DSSRLQWHG�KHU��,Q�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��WKLV

LV� LQGHHG� WKH� GRPLQDQW� IRUP� RI� GHDOLQJ�ZLWK� ILQDQFLDO� GLVWUHVV

�$UPRXU�DQG�)ULVE\��������

�� 3URSRQHQWV�RI� µFRQWUDFWXDO¶� LQVROYHQF\�SURFHGXUHV�DUH�VHQVLWLYH

WR� WKLV� REMHFWLRQ�� 5DVPXVVHQ� ������� SURSRVHV� WKH� XVH� RI� D

µPHQX¶�RI�VWDWH�VXSSOLHG�SURFHGXUHV��DQG�6FKZDUW]��������RIIHUV

D� FRPSOH[� SURSRVDO� GHVLJQHG� WR� DOORZ� UHJXODU� XSGDWLQJ� RI� WKH

SURFHGXUH�WR�UHIOHFW�FKDQJHV�LQ�WKH�ILUP¶V�FLUFXPVWDQFHV�

�� $Q� LPSRUWDQW� H[FHSWLRQ� LV� 3HQDWL� DQG� =LQJDOHV� �������� ZKR

FRQVLGHU� WKH� LPSDFW�RI� ,WDOLDQ�EDQNUXWSF\� ODZ�RQ� WKH�86���EQ

UHVWUXFWXULQJ�RI�WKH�)HUUX]]L�JURXS¶V�GHEW�

�� $�QRWDEOH�H[FHSWLRQ�LV�/R3XFNL�DQG�:KLWIRUG���������ZKR�RIIHU

D�YDOXDEOH�LQVLJKW� LQWR�WKH�QRUPV�ZKLFK�JXLGH�WKH�EHKDYLRXU�RI

ODZ\HUV�QHJRWLDWLQJ�LQ�86�&KDSWHU����EDQNUXSWFLHV�

�� 7KH� ,QVROYHQF\� %LOO� ����� ZLOO� LQWURGXFH� D� OLPLWHG� GHEWRU�LQ�

SRVVHVVLRQ� SURFHGXUH�� +RZHYHU�� WKLV� ZLOO� RQO\� EH� DYDLODEOH� WR

µVPDOO¶� FRPSDQLHV� �GHILQHG� DV� FRPSDQLHV�ZKLFK� VDWLVI\� WZR� RU

PRUH�RI�WKH�IROORZLQJ�WKUHH�FULWHULD���L��DQQXDO�WXUQRYHU�d�����P�



��

�LL�� EDODQFH� VKHHW� WRWDO� d� ����P�� DQG� �LLL�� HPSOR\HHV�d� ���

&RPSDQLHV�$FW������V���������

��� 2Q� (QJOLVK� FRUSRUDWH� LQVROYHQF\� ODZ�� VHH� JHQHUDOO\� *RRGH

��������3HQQLQJWRQ���������6HDO\�DQG�0LOPDQ��������

��� ,QVROYHQF\�$FW�������3DUW�,9�

��� ,QVROYHQF\�$FW������VV��������I�����������

��� ,QVROYHQF\�$FW������V�����������������������

��� 5H�'DYLG�/OR\G�	�&R����������&K'�����

��� ,QVROYHQF\�$FW�������VV��������������

��� ,QVROYHQF\�$FW�������3DUW�,,�

��� ,QVROYHQF\�$FW�������V������

��� &RPSDQLHV� $FW� ������ VV� �������� �µVFKHPHV� RI� DUUDQJHPHQW¶��

,QVROYHQF\�$FW�������3DUW�,��µFRPSDQ\�YROXQWDU\�DUUDQJHPHQW¶��

��� 6HH�JHQHUDOO\�*RRGH�����������������

��� ,QVROYHQF\�$FW�������VV������D���������E���������

��� ,QVROYHQF\�$FW�������3DUW�,,,��6HH�JHQHUDOO\�$UPRXU�DQG�)ULVE\

�������

��� &RQYHUVHO\�� VPDOO� DQG�PHGLXP�VL]HG� ILUPV� WHQG� WR� FRQFHQWUDWH

WKHLU�ERUURZLQJ�LQ�WKH�KDQGV�RI�D�VLQJOH�EDQN�FUHGLWRU�

��� +DG�%DULQJV�EHHQ�DOORZHG�WR�IDLO�� LW�ZRXOG�KDYH�EURXJKW�GRZQ

PDQ\�RWKHU�LQVWLWXWLRQV�LQ�LWV�ZDNH��7KH�%DQN�UHVSRQGHG�TXLFNO\



��

E\� RUFKHVWUDWLQJ� D� VXSSRUW� RSHUDWLRQ� IXQGHG� ODUJHO\� E\� RWKHU

FRPPHUFLDO�EDQNV��2WKHU�QRWDEOH�LQWHUYHQWLRQV�RYHU�WKH�\HDUV�WR

VDYH�ILQDQFLDO�LQVWLWXWLRQV�KDYH�LQFOXGHG�D�PRUDWRULXP�DUUDQJHG

WR�UHVFXH�PHUFKDQW�EDQNV�H[SRVHG� WR� ORVVHV�XQGHU� LQWHUQDWLRQDO

ELOOV� RI� H[FKDQJH� LQ� ����� DQG� WKH� SURYLVLRQ� RI� HPHUJHQF\

DVVLVWDQFH� WR� /D]DUG� %URWKHUV� LQ� ����� �+DGMLHPPDQXLO�� �����

�������

��� %DQN� RI� (QJODQG� $FW� ������ %DQNLQJ� $FW� ������ %DQNLQJ� $FW

�����

��� %DQN�RI�(QJODQG�$FW������

��� ,Q� PRVW� FDVHV�� WKH� LQWHUYLHZV� ZHUH� WDSH� UHFRUGHG� DQG

VXEVHTXHQWO\� WUDQVFULEHG�� ,Q� FDVHV� ZKHUH� WKHUH� ZDV� QR� WDSH

UHFRUGLQJ�� QRWHV� ZHUH� WDNHQ� GXULQJ� WKH� LQWHUYLHZ�� )XUWKHU

LQIRUPDWLRQ� DERXW� LQWHUYLHZHHV� LV� JLYHQ� LQ� 7DEOH� ��� DOWKRXJK

QDPHV�DQG�VSHFLILF�GHWDLOV�KDYH�QRW�EHHQ�GLVFORVHG� IRU� UHDVRQV

RI� FRQILGHQWLDOLW\�� 5HIHUHQFHV� LQ� WKLV� VHFWLRQ� WR� LQWHUYLHZ

QXPEHUV�FRUUHVSRQG�WR�WKRVH�LQ�7DEOH���

��� $W� OHDVW� RQH� RWKHU� VWXG\� RI� WKH� /RQGRQ� $SSURDFK� KDV� EHHQ

FRQGXFWHG� XVLQJ� D� VLPLODU� PHWKRGRORJ\�� 7KH� ILQGLQJV� ZHUH

FRQVLVWHQW�ZLWK�RXUV��6HH�)ORRG�DQG�6NRUGDNL���������)ORRG�HW�DO

�������� )ORRG� �������� $� QXPEHU� RI� SUDFWLWLRQHUV� KDYH� DOVR

ZULWWHQ� DERXW� WKH� /RQGRQ� $SSURDFK� LQ� VLPLODU� WHUPV

�'RQDOGVRQ����������II��)OR\G��������%LUG��������



��

��� 6\QGLFDWHG� EDQN� ORDQV� DUH� XVXDOO\� VWUXFWXUHG� VR� WKDW� LQLWLDO

QHJRWLDWLRQV�ZLWK�WKH�GHEWRU�DUH�FDUULHG�RXW�ZLWK�RQO\�RQH�EDQN�

ZKLFK� WKHQ� VROLFLWV� SDUWLFLSDWLRQ� IURP� RWKHU� EDQNV� LQ� WKH

PDUNHWSODFH��7KH�LQVWLWXWLRQ�SHUIRUPLQJ�WKLV�IXQFWLRQ�LV�UHIHUUHG

WR�DV�WKH�µOHDG¶�EDQN��:RRG��������

��� )RU� H[DPSOH�� LQWHUYLHZHHV� QRWHG� WKDW� VWDQGVWLOO� DJUHHPHQWV

ZRXOG�W\SLFDOO\�EH�GUDIWHG�E\�WKH�OHDG�EDQN�RU�LWV�OHJDO�WHDP�

��� ,QWHUYLHZV������������

��� 7KLV� GRHV� QRW� PHDQ� WKDW� WKH� GLVFLSOLQDU\� IXQFWLRQ� RI� GHEW� LV

ZHDNHQHG�� ,I� WKH� LQYHVWLJDWLQJ� DFFRXQWDQWV� FRQVLGHU� WKDW� WKH

ILUP¶V� PDQDJHPHQW� DUH� XQGHUSHUIRUPLQJ�� WKH� FUHGLWRUV� PD\

UHTXLUH�WKDW�WKH\�EH�UHSODFHG�DV�D�FRQGLWLRQ�RI�WKH�UHILQDQFLQJ�

��� ,QWHUYLHZ���

��� 6RFLHW\�RI�3UDFWLWLRQHUV�RI�,QVROYHQF\���������6RPH�ODUJH�ILUPV

GR� QHYHUWKHOHVV� HQWHU� IRUPDO� LQVROYHQF\� SURFHHGLQJV�� :HOO�

NQRZQ�H[DPSOHV�IURP�WKH�����V��ZKLFK�JHQHUDWHG�FRQVLGHUDEOH

DPRXQWV�RI�OLWLJDWLRQ��ZHUH�WKH�µUHVFXH¶�RI�2O\PSLD�	�<RUN�SOF

DQG�WKH�IDLOXUH�RI�%ULWLVK�	�&RPPRQZHDOWK�+ROGLQJV�SOF��ERWK

RI�ZKLFK�LQYROYHG�DGPLQLVWUDWLRQ�SURFHHGLQJV��6HH�5H�%ULWLVK�	

&RPPRQZHDOWK� +ROGLQJV� SOF� �1R�� ��� >����@� %&&� ���� 5H

2O\PSLD� 	� <RUN� &DQDU\� :KDUI� /WG� >����@� %&&� ����� 5H

2O\PSLD�	�<RUN�&DQDU\�:KDUI� /WG� �1R�� ��� >����@� %&&� ����

%DUFOD\V� %DQN� SOF� Y� %ULWLVK� 	� &RPPRQZHDOWK� +ROGLQJV� SOF



��

>����@�%&&�������6RGHQ�Y�%ULWLVK�	�&RPPRQZHDOWK�+ROGLQJV

SOF�>����@�%&&�����

��� &URVV�GHIDXOW� FODXVHV�� VWDQGDUG� LQ� V\QGLFDWHG� OHQGLQJ

DJUHHPHQWV�� SURYLGH� WKDW� WKH� GHEWRU¶V� GHIDXOW� XQGHU�DQ\� RI� LWV

ORDQ� REOLJDWLRQV� VKDOO� FRQVWLWXWH� DQ� HYHQW� RI� GHIDXOW� �:RRG�

������

��� ,I� WKH� GHEWRU� KDV� QR� VHFXUHG� GHEW�� WKHQ� ZLQGLQJ�XS� RU

DGPLQLVWUDWLRQ�ZLOO� HQVXUH� WKDW�DOO�XQVHFXUHG�FODLPV�DUH�VWD\HG�

,I�WKH�GHEWRU�KDV�VRPH�VHFXUHG�GHEW��WKHQ�WKH�FODLPV�RI�VHFXUHG

DQG�XQVHFXUHG�FUHGLWRUV�FDQ�EH�VWD\HG�XVLQJ� WKH�DGPLQLVWUDWLRQ

UHJLPH��,I�WKH�GHEWRU�KDV�LVVXHG�D�SDFNDJH�RI�VHFXULW\�WKDW�FRYHUV

WKH�ZKROH�� RU� VXEVWDQWLDOO\� WKH� ZKROH�� RI� LWV� XQGHUWDNLQJ�� WKHQ

WKH�FUHGLWRU�V��KROGLQJ� WKH� ULJKWV� WR� WKLV� VHFXULW\� DUH�QRW�ERXQG

E\�DQ�DGPLQLVWUDWLRQ�RUGHU��$OWKRXJK�WKH�H[LVWHQFH�RI�VHFXULW\�RI

WKLV� W\SH�ZLOO� LWVHOI� VROYH� WKH� FRPPRQ�SRRO� SUREOHP� �%XFNOH\�

������� LW� LV� UDUH� WR� ILQG� WKH� ERUURZLQJ� RI� D� ODUJH� SXEOLF� ILUP

VWUXFWXUHG�LQ�WKLV�ZD\�

��� $Q� µRXWVLGH¶� EDQN� ZLOO� IHDU� WKDW� WKH� OHDG� EDQN� DQG� WKH� GHEWRU

PD\� IRUP� D� FRDOLWLRQ� WR� H[SURSULDWH� WKHP�� 7KLV� W\SH� RI

GLVDJUHHPHQW� LV� PLQLPLVHG� E\� WKH� FRQYHQWLRQ� WKDW� WKH� VWHHULQJ

FRPPLWWHH� LV� FRPSRVHG� RI� D� VHOHFWLRQ� RI� UHSUHVHQWDWLYHV� IURP

DFURVV� WKH� VSHFWUXP� RI� LQYROYHG� SDUWLHV� �VHH�'RQDOGVRQ�� �����

��������(DFK�VHSDUDWH�LGHQWLILDEOH�µFRQVWLWXHQF\�RI� LQWHUHVW¶�KDV



��

D� UHSUHVHQWDWLYH� RQ� WKH� FRPPLWWHH�� WKHUHE\� DVVLVWLQJ� LQ� WKH

IRUPDWLRQ�RI�D�FRQVHQVXV�RI�RSLQLRQ�

��� )UDQNV�� 1\ERUJ� DQG� 7RURXV� ������� UHSRUW� RQ� DQ� XQSXEOLVKHG

VWXG\�E\�2OVHQ��������RI����GLVWUHVVHG�GHEW�UHVWUXFWXULQJV�LQ�WKH

8.��ZKHUH�WKH�DYHUDJH�FUHGLWRU�UHFRYHU\�LQ�D�ZRUNRXW�ZDV�����

RI�WKH�IDFH�YDOXH�RI�WKHLU�FODLPV��,Q�FRQWUDVW��D�QXPEHU�RI�VWXGLHV

VKRZ�WKH�DYHUDJH�UHFRYHU\�LQ�UHFHLYHUVKLS�WR�EH�DURXQG������RI

WKH�IDFH�YDOXH�RI�FUHGLWRUV¶�FODLPV��H�J��6RFLHW\�RI�3UDFWLWLRQHUV

RI�,QVROYHQF\��������

��� 6HH�'HDNLQ�DQG�6OLQJHU��������

��� 2Q� WKH� LQWHUQDOLVDWLRQ� RI� QRUPV� LQ� FRPPHUFLDO� FRQWH[WV�� VHH

&RRWHU��������

��� ,QGHHG��ZKHUH� LQVROYHQF\�SURFHHGLQJV�DUH�D�FHUWDLQ�DOWHUQDWLYH�

WKH� SURSRVHU� RI� WKH� SODQ� KDV� WKH� DELOLW\� WR� H[WUDFW�DOO� RI� WKH

VXUSOXV� IURP� WKH� RWKHU� SDUWLHV�� 7KH� DQDO\VLV� E\� 3HQDWL� DQG

=LQJDOHV��������RI�WKH�)HUUX]]L�UHVWUXFWXULQJ�LV�DQ�H[DPSOH�RI�D

SODQ�ZKLFK� LV� ODUJHO\� UHGLVWULEXWLYH��ZLWK�PXFK�RI� WKH�SRWHQWLDO

VXUSOXV�IDLOLQJ�WR�EH�FDSWXUHG��LQ�RUGHU�WR�PD[LPLVH�WKH�SD\RIIV

WR� WKH� SURSRVHUV� RI� WKH� SODQ�� ,WDOLDQ� ODZ� FRQWDLQV� D� SURYLVLRQ

PDQGDWLQJ� OLTXLGDWLRQ� RU� UHFDSLWDOLVDWLRQ� ZLWKLQ� ��� GD\V� RI� DQ

DQQRXQFHPHQW�WKDW�D�FRPSDQ\¶V�QHW�DVVHWV�DUH�OHVV�WKDQ�KDOI�LWV

VKDUH� FDSLWDO�� 7KLV� SURYLVLRQ� DSSHDUV� WR� KDYH� DOORZHG� WKH

FRQWUROOLQJ�EORFNKROGHUV�WR�KDYH�FUHGLEO\�FRPPLWWHG�WKH�ILUP�WR

LQVROYHQF\�LI�WKHLU�RIIHU�ZDV�QRW�DFFHSWHG�



��

��� $QRWKHU�H[SODQDWLRQ�FRXOG�EH� WKDW� WKH�UHVXOWV�RI� WKH�5XELQVWHLQ

PRGHO� VLPSO\� GR� QRW� H[WHQG� WR� PXOWL�SDUW\� EDUJDLQLQJ

HQYLURQPHQWV��6XWWRQ��������GHPRQVWUDWHV�WKDW�WKH�UHVXOWV�RI�WKLV

PRGHO� GR� QRW� KROG� IRU� D� ODUJH� FODVV� RI�Q�SHUVRQ� EDUJDLQLQJ

JDPHV�

��� 7KH� H[FOXVLRQ� QHHG� QRW� EH� SHUPDQHQW�� SURYLGHG� WKH� ORVV� LV

VXIILFLHQW� WR� RXWZHLJK�� LQ� H[SHFWHG� YDOXH� WHUPV�� WKH� JDLQ� IURP

GHIHFWLRQ�LQ�DQ\�JLYHQ�URXQG�

��� 7KH�JOREDO�DVSHFW�RI�FRUSRUDWH�ILQDQFH�KDV�DOZD\V�EHHQ�DQ�LVVXH

LQ� /RQGRQ� $SSURDFK� ZRUNRXWV�� )RU� H[DPSOH�� WKH� 0DVVH\

)HUJXVRQ� ZRUNRXW� LQ� ���������� LQYROYHG� RYHU� ���� EDQNV

ZRUOGZLGH��,QWHUYLHZ������6HH�%DOGZLQ�DQG�0DVRQ��������

��� %ULHUOH\�DQG�9OHLJKH�������������VKRZ�WKDW�ZKLOVW�LQ������XQGHU

���� RI� WKH� GHEW� RI� 8.� FRUSRUDWHV� ZDV� UDLVHG� LQ� WKH� IRUP� RI

ERQGV��E\������WKLV�KDG�ULVHQ�WR�QHDUO\������7KH�OHYHO�RI�EDQN

GHEW�KDG�IDOOHQ�RYHU�WKH�VDPH�WLPH�IURP�����WR�XQGHU�����

��� 6RPH�GHWDLOV�RI�WKH�PDUNHW�IRU�GLVWUHVVHG�FRUSRUDWH�GHEW�FDQ�EH

IRXQG� DW� WKH� ZHEVLWH� RI� WKH� /RDQ� 0DUNHW� $VVRFLDWLRQ

�KWWS���ZZZ�ORDQ�PDUNHW�

DVVRF�FRP�OPDH[�3XEOLFGLVF�DVS"0DLQ 6HDUFK!�

��� ,QWHUYLHZ���

��� 7KH� XVH� RI� ERQGV� EULQJV� DGGLWLRQDO� GLIILFXOWLHV�� LQ� WKDW� WKH

XQDQLPLW\� SULQFLSOH� EHFRPHV� PRUH� SUREOHPDWLF� WR� LPSOHPHQW�



��

)RU� H[DPSOH��ZKHUH� EHDUHU� ERQGV� KDYH� EHHQ� LVVXHG�� LW� PD\� EH

LPSRVVLEOH� WR� WUDFH� WKH� ERQGKROGHUV�� +RZHYHU�� XQGHU� (QJOLVK

ODZ��WKLV�SUREOHP�LV�PRUH�DSSDUHQW�WKDQ�UHDO��,W�LV�OHJDO�WR�ZULWH

PDMRULW\�YRWLQJ� FODXVHV� LQWR� ERQG� LVVXHV��ZKLFK� SURYLGH� WKDW� D

UHVWUXFWXULQJ� SURSRVDO� PD\� EH� DFFHSWHG� E\� D� PDMRULW\� RI� WKH

KROGHUV��7KH�PDMRULW\¶V�GHFLVLRQ�ZLOO�EH�ELQGLQJ�SURYLGHG�WKDW�LW

GRHV� QRW� FRPSURPLVH� WKH�HQWLUH� GHEW� RXWVWDQGLQJ� �0HUFDQWLOH

,QYHVWPHQW�DQG�*HQHUDO�7UXVW�&R�Y�,QWHUQDWLRQDO�&R�RI�0H[LFR

>����@���&K����Q������SHU�/LQGOH\�/-��

��� ,QWHUYLHZV����������

��� ,QWHUYLHZ����

��� 6HH��KWWS���ZZZ�ORDQSULFLQJ�FRP�OVWD��KWPO!� �1HZ�<RUN�/RDQ

6\QGLFDWLRQ�	�7UDGLQJ�$VVRFLDWLRQ����KWWS���ZZZ�ORDQ�PDUNHW�

DVVRF�FRP�!��/RQGRQ�/RDQ�0DUNHW�$VVRFLDWLRQ��



��

7$%/(
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7DEOH����,QWHUYLHZV

1R� 'DWH 3URIHVVLRQ *HRJUDSKLF
/RFDWLRQ

([SHUWLVH 7UDQVFULSW

� �������� $FFRXQWDQW /RQGRQ ��E��EF <

� �������� $FFRXQWDQW /RQGRQ�1( ��DE��EF 1

� �������� $FFRXQWDQW /RQGRQ ��DE��EF <

� �������� /DZ\HU /RQGRQ�+. ��E��EF <

� �������� /DZ\HU /RQGRQ�6: ��E��EF��F <

� �������� /DZ\HU /RQGRQ ��E��E <

� �������� /DZ\HU /RQGRQ�86 ��E��E <

� �������� /DZ\HU /RQGRQ ��E��EF <

� �������� %DQNHU /RQGRQ ��D��D <

�� �� �������� %DQNHU /RQGRQ ��E��E <

�� �� �������� %DQNHU /RQGRQ ��E��E <

�� �� �������� %DQNHU /RQGRQ ��E��EF��F <

�� �� �������� %DQNHU /RQGRQ ��E��E <

�� �� �������� %DQNHU /RQGRQ ��EF 1

([SHUWLVH�FRGHV

1XPHULFDO��VL]H�RI�ILUPV��� ��,QWHUQDWLRQDO����/DUJH�GRPHVWLF����60(
$OSKDEHWLFDO�� W\SH� RI� ZRUN�� D� 7XUQDURXQG� FRQVXOWLQJ�� E� 'HEW
UHVWUXFWXULQJ��F�5HFHLYHUVKLS���$GPLQLVWUDWLRQ��G�/LTXLGDWLRQ



��

5HIHUHQFHV

$GOHU��%DUU\�(�� �������)LQDQFLDO�DQG�3ROLWLFDO�7KHRULHV�RI�$PHULFDQ
&RUSRUDWH�%DQNUXSWF\��6WDQIRUG�/DZ�5HYLHZ���������

$JKLRQ�� 3KLOLSSH�� +DUW�� 2OLYHU� DQG� 0RRUH�� -RKQ� ������� 7KH
(FRQRPLFV� RI�%DQNUXSWF\�5HIRUP��-RXUQDO� RI� /DZ�(FRQRPLFV
DQG�2UJDQLVDWLRQ������������

$UPRXU�� -RKQ� DQG� 6DQGUD�)ULVE\� �������� 5HWKLQNLQJ� 5HFHLYHUVKLS�
(65&�&HQWUH�IRU�%XVLQHVV�5HVHDUFK�:RUNLQJ�3DSHU�����

$VTXLWK�� 3DXO�� *HUWQHU�� 5REHUW� DQG� 6FKDUIVWHLQ�� 'DYLG� �������
$QDWRP\�RI�)LQDQFLDO�'LVWUHVV��$Q�([DPLQDWLRQ�RI� -XQN�%RQG
,VVXHUV��4XDUWHUO\�-RXUQDO�RI�(FRQRPLFV�������������

$[HOURG�� 5REHUW� �������� $Q� (YROXWLRQDU\� $SSURDFK� WR� 1RUPV�
$PHULFDQ�3ROLWLFDO�6FLHQFH�5HYLHZ����������

$\UHV�� ,DQ�� DQG� %UDLWKZDLWH�� -RKQ� ������� 5HVSRQVLYH� 5HJXODWLRQ�
7UDQVFHQGLQJ�WKH�'HUHJXODWLRQ�'HEDWH�2[IRUG�8QLYHUVLW\�3UHVV�
2[IRUG�

%DLUG�� 'RXJODV� *�� ������� 7KH� 8QHDV\� &DVH� IRU� &RUSRUDWH
5HRUJDQLVDWLRQV�����-RXUQDO�RI�/HJDO�6WXGLHV���������

�� DQG� 3LFNHU�� 5DQGDO� &�� ������� $� 6LPSOH� 1RQFRRSHUDWLYH
%DUJDLQLQJ�0RGHO�RI�&RUSRUDWH�5HRUJDQL]DWLRQV�����-RXUQDO�RI
/HJDO�6WXGLHV���������

%DOGZLQ�� &�� DQG� 0DVRQ�� 6�� ������� 7KH� 5HVROXWLRQ� RI� &ODLPV� LQ
)LQDQFLDO�'LVWUHVV��7KH�&DVH�RI�0DVVH\�)HUJXVRQ�����-RXUQDO�RI
)LQDQFH��������



��

%HDOH�� +XJK� DQG� 'XJGDOH�� $�� ������� &RQWUDFWV� %HWZHHQ
%XVLQHVVPHQ�� 3ODQQLQJ� DQG� WKH� 8VH� RI� &RQWUDFWXDO� 5HPHGLHV�
%ULWLVK�-RXUQDO�RI�/DZ�DQG�6RFLHW\�������

%HEFKXN�� /XFLHQ� $\UH� ������� $� 1HZ� $SSURDFK� WR� &RUSRUDWH
5HRUJDQL]DWLRQV��+DUYDUG�/DZ�5HYLHZ��������������

���DQG�&KDQJ��+RZDUG��������%DUJDLQLQJ�DQG�WKH�'LYLVLRQ�RI�9DOXH
LQ�&RUSRUDWH�5HRUJDQL]DWLRQ��-RXUQDO� RI� /DZ�� (FRQRPLFV�� DQG
2UJDQL]DWLRQ������������

%HUQVWHLQ��/LVD� �������2SWLQJ�2XW� RI� WKH�/HJDO�6\VWHP� ��([WUDOHJDO
&RQWUDFWXDO�5HODWLRQV�LQ�WKH�'LDPRQG�,QGXVWU\��-RXUQDO�RI�/HJDO
6WXGLHV���������

%LQPRUH��.HQ��������*DPH�7KHRU\�DQG�WKH�6RFLDO�&RQWUDFW�9ROXPH
���3OD\LQJ�)DLU��0,7�3UHVV��&DPEULGJH��0$�

%LUG�� &ROLQ� ������� 7KH� /RQGRQ� $SSURDFK�� ,QVROYHQF\� /DZ� DQG
3UDFWLFH�����������

%RUUHWW�� 3DXO� -�� ������� %XVLQHVV� 5HVFXH�� 3DSHU� JLYHQ� WR�/RQJPDQV
6HPLQDU����-XQH������

%ULHUOH\��3HWHU��DQG�9OLHJKH��*HUWMDQ��������&RUSRUDWH�:RUNRXWV��WKH
/RQGRQ� $SSURDFK� DQG� )LQDQFLDO� 6WDELOLW\��)LQDQFLDO� 6WDELOLW\
5HYLHZ�1RYHPEHU���������������

%ULWLVK�%DQNHUV�$VVRFLDWLRQ��������'HVFULSWLRQ�RI�/RQGRQ�$SSURDFK�
PLPHR��/RQGRQ�

%URZQ�� 'DYLG� 7�� ������� &ODLPKROGHU� ,QFHQWLYH� &RQIOLFWV� LQ
5HRUJDQL]DWLRQ�� 7KH� 5ROH� RI� %DQNUXSWF\� /DZ�� 5HYLHZ� RI
)LQDQFLDO�6WXGLHV�����������



��

%XFNOH\�� )�+�� ������� 7KH� $PHULFDQ� 6WD\�� 6RXWKHUQ� &DOLIRUQLD
,QWHUGLVFLSOLQDU\�/DZ�-RXUQDO������������

%XOORFN��0DWWKHZ��������+RZ�WKH�:HVW�'HDOV�ZLWK�8QGHUSHUIRUPLQJ
&RPSDQLHV��SDSHU�GHOLYHUHG�WR�EDQNHUV�LQ�&KLQD�

&DLUQFURVV�� $OHF� ������� 7KH� %DQN� RI� (QJODQG� DQG� WKH� %ULWLVK
(FRQRP\�� LQ�5REHUWV��5LFKDUG�DQG�.\QDVWRQ��'DYLG� �HGV���7KH
%DQN� RI� (QJODQG� �� 0RQH\�� 3RZHU� DQG� ,QIOXHQFH� ����������
&ODUHQGRQ�3UHVV��2[IRUG�

&KDWWHUMHH��6ULV��'KLOORQ��8SLQGHU�6��DQG�5DPLUH]��*DEULHO�*��������
5HVROXWLRQV� RI� )LQDQFLDO� 'LVWUHVV�� 'HEW� 5HVWUXFWXULQJV� YLD
&KDSWHU� ���� 3UHSDFNDJHG� %DQNUXSWFLHV�� DQG� :RUNRXWV�
)LQDQFLDO�0DQDJHPHQW����������

&RIIHH��-RKQ�&��DQG�.OHLQ��:LOOLDP�$���������%RQGKROGHU�&RHUFLRQ�
7KH�3UREOHP�RI�&RQVWUDLQHG�&KRLFH�LQ�'HEW�7HQGHU�2IIHUV�DQG
5HFDSLWDOL]DWLRQV��8QLYHUVLW\�RI�&KLFDJR�/DZ�5HYLHZ����������

&RRWHU�� 5REHUW� '�� ������� 'HFHQWUDOL]HG� /DZ� IRU� D� &RPSOH[
(FRQRP\�� 7KH� 6WUXFWXUDO� $SSURDFK� WR� $GMXGLFDWLQJ� WKH� 1HZ
/DZ� 0HUFKDQW��8QLYHUVLW\� RI� 3HQQV\OYDQLD� /DZ� 5HYLHZ� ����
����

&XWOHU�� 'DYLG�0�� DQG�6XPPHUV�� /DZUHQFH� +�� ������� 7KH� &RVWV� RI
&RQIOLFW� 5HVROXWLRQ� DQG� )LQDQFLDO�'LVWUHVV�� (YLGHQFH� IURP� WKH
7H[DFR�3HQQ]RLO� /LWLJDWLRQ��5DQG� -RXUQDO� RI� (FRQRPLFV� ���
����

'HDNLQ�� 6LPRQ� DQG� 6OLQJHU�� *LOHV� ������� +RVWLOH� 7DNHRYHUV�
&RUSRUDWH�/DZ�DQG�WKH�7KHRU\�RI�WKH�)LUP�-RXUQDO�RI�/DZ�DQG
6RFLHW\�������������

'RQDOGVRQ�� 7�+�� �������0RUH� 7KLQNLQJ� $ERXW� &UHGLW�� 0DFPLOODQ
%XVLQHVV��/RQGRQ�



��

(OOLFNVRQ�� 5REHUW� &�� �������2UGHU� :LWKRXW� /DZ�� +RZ� 1HLJKERXUV

6HWWOH�'LVSXWHV��+DUYDUG�8QLYHUVLW\�3UHVV��&DPEULGJH��0$�

(OVWHU�� -RQ� ������� 7KH� &HPHQW� RI� 6RFLHW\�� &DPEULGJH� 8QLYHUVLW\
3UHVV��&DPEULGJH�

)ORRG��-RKQ�DQG�6NRUGDNL��(OHQL� �������,QVROYHQF\�3UDFWLWLRQHUV�DQG
%LJ� &RUSRUDWH� ,QVROYHQFLHV�� $&&$� 5HVHDUFK� 5HSRUW� 1R� ���
&HUWLILHG�$FFRXQWDQWV�(GXFDWLRQDO�7UXVW��/RQGRQ�

)ORRG�� -RKQ��$EEH\��5REHUW��6NRUGDNL��(OHQL� DQG�$EHU�� 3DXO� ������
7KH�3URIHVVLRQDO�5HVWUXFWXULQJ�RI�&RUSRUDWH�5HVFXH��&RPSDQ\
9ROXQWDU\� $UUDQJHPHQWV� DQG� WKH� /RQGRQ� $SSURDFK�� $&&$
5HVHDUFK� 5HSRUW� 1R� ���� &HUWLILHG� $FFRXQWDQWV� (GXFDWLRQDO
7UXVW��/RQGRQ�

)ORRG�� -RKQ� ������� 7KH� 9XOWXUHV� )O\� (DVW�� 7KH� &UHDWLRQ� DQG
*OREDOL]DWLRQ�RI�WKH�'LVWUHVVHG�'HEW�0DUNHW��PLPHR��8QLYHUVLW\
RI�:HVWPLQVWHU�

)OR\G�� 5LFKDUG� (�� ������� &RUSRUDWH� 5HFRYHU\�� 7KH� /RQGRQ
$SSURDFK��,QVROYHQF\�/DZ�DQG�3UDFWLFH�����������

)UDQNV�� -XOLDQ� 5��� DQG�7RURXV�� :DOWHU� 1�� ������� /HVVRQV� )URP� D
&RPSDULVRQ�RI�86�DQG�8.�,QVROYHQF\�&RGHV��2[IRUG�5HYLHZ�RI
(FRQRPLF�3ROLF\�������������

�� DQG� �� ������� $� &RPSDULVRQ� RI� )LQDQFLDO� 5HFRQWUDFWLQJ� LQ
'LVWUHVVHG� ([FKDQJHV� DQG� &KDSWHU� ��� :RUNRXWV� �-RXUQDO� RI
)LQDQFLDO�(FRQRPLFV�������������

)UDQNV��-XOLDQ�5���1\ERUJ��.MHOO�*��DQG�7RURXV��:DOWHU�1�� �������$
&RPSDULVRQ� RI� 86�� 8.� DQG� *HUPDQ� ,QVROYHQF\� &RGHV�
)LQDQFLDO�0DQDJHPHQW���������������



��

*HUWQHU��5REHUW�DQG�6FKDUIVWHLQ��'DYLG��������$�7KHRU\�RI�:RUNRXWV
DQG� WKH� (IIHFWV� RI� 5HRUJDQL]DWLRQ� /DZ�� -RXUQDO� RI� )LQDQFH
��������������

*RRGH��5R\�0���������3ULQFLSOHV�RI�&RUSRUDWH�,QVROYHQF\�/DZ���QG
HG��6ZHHW�	�0D[ZHOO��/RQGRQ�

*LOVRQ�� 6WXDUW� &�� ������� 0DQDJHPHQW� 7XUQRYHU� DQG� )LQDQFLDO
'LVWUHVV��-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV������������

��� -RKQ�� .RVH� DQG� /DQJ�� /DUU\� +�3��� ������� 7URXEOHG� 'HEW
5HVWUXFWXULQJV�� $Q� (PSLULFDO� 6WXG\� RI� 3ULYDWH� 5HRUJDQL]DWLRQ
RI� )LUPV� LQ� 'HIDXOW�-RXUQDO� RI� )LQDQFLDO� (FRQRPLFV����� ����
����

��DQG�9HWVX\SHQV��0LFKDHO�5���������&UHGLWRU�&RQWURO�LQ�)LQDQFLDOO\
'LVWUHVVHG� )LUPV�� (PSLULFDO� (YLGHQFH��:DVKLQJWRQ� 8QLYHUVLW\

/DZ�4XDUWHUO\��������������

+DGMLHPPDQXLO��&KULVWRV��������%DQNLQJ�5HJXODWLRQ�DQG�WKH�%DQN�RI
(QJODQG��//3��/RQGRQ�

+DUW�� 2OLYHU� ������� )LUPV�� &RQWUDFWV� DQG� )LQDQFLDO� 6WUXFWXUH�
&ODUHQGRQ�3UHVV��2[IRUG�

�� ������� 'LIIHUHQW� $SSURDFKHV� WR� %DQNUXSWF\�� PLPHR�� +DUYDUG
8QLYHUVLW\�
�KWWS���ZZZ�HFRQRPLFV�KDUYDUG�HGX�IDFXOW\�KDUW�SDSHUV�EDQNUX
SW�SGI!

+DXJHQ��5REHUW�$�� DQG�6HQEHW��/HPPD�:�� �������7KH�6LJQLILFDQFH
RI�%DQNUXSWF\�&RVWV�WR�WKH�7KHRU\�RI�2SWLPDO�&DSLWDO�6WUXFWXUH�
-RXUQDO�RI�)LQDQFH�������������



��

�� ������� %DQNUXSWF\� DQG�$JHQF\� &RVWV�� 7KHLU� 6LJQLILFDQFH� WR� WKH
7KHRU\�RI�2SWLPDO�&DSLWDO�6WUXFWXUH��-RXUQDO�RI�)LQDQFLDO�DQG
4XDQWLWDWLYH�$QDO\VLV�����������

+DUJUHDYHV�+HDS�� 6KDXQ� 3�� DQG� 9DURXIDNLV�� <DQLV� �������*DPH
7KHRU\��$�&ULWLFDO�,QWURGXFWLRQ��5RXWOHGJH��/RQGRQ�

+RWFKNLVV�� (GLWK� 6�� DQG� 0RRUDGLDQ�� 5REHUW� 0�� ������� 9XOWXUH
,QYHVWRUV� DQG� WKH� 0DUNHW� IRU� &RQWURO� RI� 'LVWUHVVHG� )LUPV�
-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV���������

-DFNVRQ�� 7KRPDV� +�� ������� %DQNUXSWF\�� 1RQ�%DQNUXSWF\
(QWLWOHPHQWV�� DQG� WKH�&UHGLWRUV�%DUJDLQ��<DOH�/DZ� -RXUQDO� ���
��������

-HQVHQ�� 0LFKDHO� &�� ������� $JHQF\� &RVWV� RI� )UHH� &DVK� )ORZ�
&RUSRUDWH�)LQDQFH�DQG�7DNHRYHUV��$PHULFDQ�(FRQRPLF�5HYLHZ
��������

�� ������� (FOLSVH� RI� WKH� 3XEOLF� &RUSRUDWLRQ��+DUYDUG� %XVLQHVV
5HYLHZ��������

.DJHO�� -RKQ� +�� DQG� 5RWK�� $OYLQ� (�� ������� 7KH� +DQGERRN� RI
([SHULPHQWDO�(FRQRPLFV��3ULQFHWRQ�8QLYHUVLW\�3UHVV��3ULQFHWRQ�
1-�

.DLVHU��.HYLQ�0�-�� �������(XURSHDQ�%DQNUXSWF\�/DZV�� ,PSOLFDWLRQV
IRU� &RUSRUDWLRQV� )DFLQJ� )LQDQFLDO� 'LVWUHVV�� )LQDQFLDO

0DQDJHPHQW�����������

.HQW�� 3HQ� ������� 7KH� /RQGRQ� $SSURDFK��-RXUQDO� RI� ,QWHUQDWLRQDO
%DQNLQJ�/DZ����������

�� ������� 7KH� /RQGRQ� $SSURDFK�� %DQN� RI� (QJODQG� 4XDUWHUO\
%XOOHWLQ����������



��

²� ������� &RUSRUDWH� :RUNRXWV� ��$� 8.� 3HUVSHFWLYH�� ,QWHUQDWLRQDO
,QVROYHQF\�5HYLHZ��������

.RUGDQD��.HYLQ�$��DQG�3RVQHU��(ULF�$���������$�3RVLWLYH�7KHRU\�RI
&KDSWHU�����1HZ�<RUN�8QLYHUVLW\�/DZ�5HYLHZ�������������

.UHSV�� 'DYLG� ������� *DPH� 7KHRU\� DQG� (FRQRPLF� 0RGHOOLQJ�

&ODUHQGRQ�3UHVV��2[IRUG�

/DVIHU��0��$PH]LDQH��������'HEW�6WUXFWXUH��$JHQF\�&RVWV�DQG�)LUPV
6L]H�� $Q� (PSLULFDO� ,QYHVWLJDWLRQ� PLPHR�� &LW\� 8QLYHUVLW\
%XVLQHVV�6FKRRO�

/HVVLJ��/DZUHQFH��������7KH�1HZ�&KLFDJR�6FKRRO��-RXUQDO�RI�/HJDO
6WXGLHV���������

/HZLV�� 'DYLG� �������&RQYHQWLRQ�� $� 3KLORVRSKLFDO� 6WXG\�� +DUYDUG
8QLYHUVLW\�3UHVV��&DPEULGJH��0$�

/R3XFNL�� /\QQ� ������� &RQWUDFW� %DQNUXSWF\�� $� 5HSO\� WR� $ODQ
6FKZDUW]��<DOH�/DZ�-RXUQDO����������

�� DQG�:LOOLDP�:KLWIRUG� �������%DUJDLQLQJ�2YHU�(TXLW\V� 6KDUH� LQ
WKH� %DQNUXSWF\� 5HRUJDQL]DWLRQ� RI� /DUJH�� 3XEOLFO\� +HOG
&RPSDQLHV��8QLYHUVLW\�RI�3HQQV\OYDQLD�/DZ�5HYLHZ����������

0DFDXOD\�� 6WXDUW� ������� 1RQ�FRQWUDFWXDO� 5HODWLRQV� LQ� %XVLQHVV�� $
3UHOLPLQDU\�6WXG\��$PHULFDQ�6RFLRORJLFDO�5HYLHZ��������

0D\QDUG� 6PLWK�� -RKQ� �������(YROXWLRQ� DQG� WKH� 7KHRU\� RI� *DPHV�
&DPEULGJH�8QLYHUVLW\�3UHVV�&DPEULGJH�

0\HUV�� 6WHZDUW� &�� ������� 'HWHUPLQDQWV� RI� &RUSRUDWH� %RUURZLQJ�
-RXUQDO�RI�)LQDQFLDO�(FRQRPLFV������������



��

3HQDWL�� $OHVVDQGUR�� DQG� =LQJDOHV�� /XLJL� ������� (IILFLHQF\� DQG
'LVWULEXWLRQ�LQ�)LQDQFLDO�5HVWUXFWXULQJ��7KH�&DVH�RI�WKH�)HUUX]]L
*URXS�� PLPHR�� 8QLYHUVLW\� RI� &KLFDJR�
�KWWS���JVEOJ]�XFKLFDJR�HGX�36SDSHUV�IHUILQ�SGI!

3HQQLQJWRQ�� 5REHUW� ������� &RUSRUDWH� ,QVROYHQF\� /DZ�� �QG� HG�
%XWWHUZRUWKV��/RQGRQ�

3LFNHU�� 5DQGDO� &�� ������� 6LPSOH� *DPHV� LQ� D� &RPSOH[� :RUOG� �� $
*HQHUDWLYH�$SSURDFK�WR�WKH�$GRSWLRQ�RI�1RUPV����8QLYHUVLW\�RI
&KLFDJR�/DZ�5HYLHZ�������8QLYHUVLW\�RI�&KLFDJR�-RKQ�0��2OLQ
3URJUDP� LQ�/DZ�	�(FRQRPLFV�:RUNLQJ�3DSHU� ��G�6HULHV��1R�
����KWWS���ZZZ�ODZ�XFKLFDJR�HGX�/DZHFRQ�!

3RVQHU�� (ULF� ������� /DZ� (FRQRPLFV� DQG� ,QHIILFLHQW� 1RUPV�
8QLYHUVLW\�RI�3HQQV\OYDQLD�/DZ�5HYLHZ�����������

���������(IILFLHQW�1RUPV��LQ�1HZPDQ��3HWHU��HG���7KH�1HZ�3DOJUDYH
'LFWLRQDU\�RI�(FRQRPLFV�DQG�WKH�/DZ��/RQGRQ��0DFPLOODQ��9RO
,,�����

5DVPXVVHQ��5REHUW�.���������'HEWRUV�&KRLFH��$�0HQX�$SSURDFK�WR
&RUSRUDWH�%DQNUXSWF\��7H[DV�/DZ�5HYLHZ��������

5REHUWV�� 5LFKDUG� ������� 7KH� %DQN� RI� (QJODQG� DQG� WKH� &LW\�� LQ
5REHUWV�� 5LFKDUG� DQG� .\QDVWRQ�� 'DYLG� �HGV��� 7KH� %DQN� RI
(QJODQG� ��0RQH\��3RZHU� DQG� ,QIOXHQFH� �����������&ODUHQGRQ
3UHVV��2[IRUG�

5RH�� 0DUN� -�� ������� %DQNUXSWF\� DQG� 'HEW�� $� 1HZ� 0RGHO� IRU
&RUSRUDWH�5HRUJDQL]DWLRQ��&ROXPELD�/DZ�5HYLHZ���������

²� ������� 7KH� 9RWLQJ� 3URKLELWLRQ� LQ� %RQG� :RUNRXWV��<DOH� /DZ
-RXUQDO�������������



��

5XELQVWHLQ��$ULHO��������3HUIHFW�(TXLOLEULXP�LQ�D�%DUJDLQLQJ�0RGHO�
(FRQRPHWULFD������������

6FKHOOLQJ�� 7KRPDV� &�� ������� 7KH� 6WUDWHJ\� RI� &RQIOLFW�� +DUYDUG
8QLYHUVLW\�3UHVV��&DPEULGJH��0$�

6FKRWWHU��$QGUHZ��������7KH�(FRQRPLF�7KHRU\�RI�6RFLDO�,QVWLWXWLRQV�
&DPEULGJH�8QLYHUVLW\�3UHVV�&DPEULGJH�

6FKZDUW]�� $ODQ� ������� %DQNUXSWF\� :RUNRXWV� DQG� 'HEW� &RQWUDFWV�
-RXUQDO�RI�/DZ�DQG�(FRQRPLFV�������������

���������3ULRULW\�&RQWUDFWV�DQG�3ULRULW\�LQ�%DQNUXSWF\��&RUQHOO�/DZ
5HYLHZ��������������

�� ������� $� &RQWUDFW� 7KHRU\� $SSURDFK� WR� %DQNUXSWF\��<DOH� /DZ
-RXUQDO����������������

6HDO\�� /�6�� DQG� 0LOPDQ�� 'DYLG� ������� $QQRWDWHG� *XLGH� WR� WKH
,QVROYHQF\�/HJLVODWLRQ���WK�HG��&&+��%LFHVWHU�

6ODWWHU��6WXDUW��������&RUSRUDWH�5HFRYHU\��3HQJXLQ��/RQGRQ�

6RFLHW\� RI� 3UDFWLWLRQHUV� RI� ,QVROYHQF\� ��������WK� $QQXDO� 6XUYH\� RI
&RPSDQ\� ,QVROYHQF\� �/RQGRQ�� 6RFLHW\� RI� 3UDFWLWLRQHUV� RI
,QVROYHQF\��
�KWWS���ZZZ�U��RUJ�XN�QRDKVBDUN��WKBFRUSBVXUYBSGI��WKBFRUSB
VXUY�SGI!

6XJGHQ�� 5REHUW� �������7KH� (FRQRPLFV� RI� 5LJKWV�� &R�RSHUDWLRQ� DQG
:HOIDUH��%DVLO�%ODFNZHOO��2[IRUG�

���������6SRQWDQHRXV�2UGHU��-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV������
������



��

6XWWRQ�� -RKQ� ������� 1RQ�&RRSHUDWLYH� %DUJDLQLQJ� 7KHRU\�� $Q
,QWURGXFWLRQ��5HYLHZ�RI�(FRQRPLF�6WXGLHV�������������

7ULDQWLV�� *HRUJH� *�� ������� 7KH� ,QWHUSOD\� %HWZHHQ� /LTXLGDWLRQ� DQG
5HRUJDQL]DWLRQ� LQ� %DQNUXSWF\�� 7KH� 5ROH� RI� 6FUHHQV�
*DWHNHHSHUV��DQG�*XLOORWLQHV��,QWHUQDWLRQDO�5HYLHZ�RI�/DZ�DQG
(FRQRPLFV�������������

8OOPDQQ�0DUJDOLW��(GQD��������7KH�(PHUJHQFH�RI�1RUPV��&ODUHQGRQ
3UHVV��2[IRUG�

:DUQHU\G�� .DUO� ������� &RQYHQWLRQV� DQG� 7UDQVDFWLRQ� &RVWV� ,Q� 3�
1HZPDQ��HG���7KH�1HZ�3DOJUDYH�'LFWLRQDU\�RI�(FRQRPLFV�DQG
WKH�/DZ��0DFPLOODQ�/RQGRQ�

:RRG�� 3KLOLS� 5�� �������,QWHUQDWLRQDO� /RDQV�� %RQGV� DQG� 6HFXULWLHV
5HJXODWLRQ��6ZHHW�	�0D[ZHOO��/RQGRQ�

<RXQJ��+��3H\WRQ� �������7KH�(FRQRPLFV�RI�&RQYHQWLRQ��-RXUQDO�RI
(FRQRPLF�3HUVSHFWLYHV����������������

²� ������� ,QGLYLGXDO� /HDUQLQJ� DQG� 6RFLDO� 5DWLRQDOLW\��(XURSHDQ
(FRQRPLF�5HYLHZ�������������


