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)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

$EVWUDFW

7KH� WKUHDW� RI� V\VWHPLF� ULVN� LQ� LQWHUQDWLRQDO� ILQDQFLDO�PDUNHWV� QHFHVVLWDWHV� WKH

HVWDEOLVKPHQW� RI� XQLYHUVDO� VWDQGDUGV� IRU� FRUSRUDWH� JRYHUQDQFH� RI� ILQDQFLDO

LQVWLWXWLRQV�� 7KLV� SDSHU� DGGUHVVHV� VRPH� LPSRUWDQW� LVVXHV� DQG� FRQFHSWV� LQ� WKH

JRYHUQDQFH� RI� PXOWLQDWLRQDO� ILQDQFLDO� LQVWLWXWLRQV� DQG� ZK\� LQWHUQDWLRQDO

VWDQGDUGV�DUH�QHHGHG�WR�JXLGH�ILQDQFLDO� LQVWLWXWLRQV�LQ�DVVHVVLQJ�DQG�SURWHFWLQJ

DJDLQVW� ULVN� LQ� ILQDQFLDO� PDUNHWV�� ,W� DFNQRZOHGJHV� WKDW� GLIIHUHQW� VWUXFWXUDO

DSSURDFKHV� WR� FRUSRUDWH� JRYHUQDQFH� H[LVW� DFURVV� FRXQWULHV�� DQG� HQFRXUDJHV

SUDFWLFHV�ZKLFK�FDQ� VWUHQJWKHQ� FRUSRUDWH�JRYHUQDQFH�XQGHU� GLYHUVH� VWUXFWXUHV�

$Q� LPSRUWDQW� WDVN� IRU� VXSHUYLVRUV� DQG� UHJXODWRUV� LV� WR� HQVXUH� WKDW� LQFHQWLYHV

H[LVW�WR�HQFRXUDJH�VHQLRU�EDQN�PDQDJHPHQW�WR�DGRSW�JRRG�UHJXODWRU\�SUDFWLFHV

WKDW� DSSUR[LPDWH� WKH� HFRQRPLF� ULVN� H[SRVXUH� RI� WKH� ILQDQFLDO� LQVWLWXWLRQ�� 7KLV

SDSHU� DQDO\VHV� FRUSRUDWH� JRYHUQDQFH� ZLWKLQ� IUDPHZRUN� RI� LQWHUQDWLRQDO

ILQDQFLDO�PDUNHWV�DQG�KRZ�LQWHUQDWLRQDO�VWDQGDUGV�FDQ�EH�DSSOLHG�LQ�D�ZD\�WKDW

FDQ�HIIHFWLYHO\�UHGXFH�V\VWHPLF�ULVN�

-(/�&RGHV��*���*����*���*����+����.����/��

.H\ZRUGV�� ILQDQFLDO� LQVWLWXWLRQV�� V\VWHPLF� ULVN�� FRUSRUDWH� JRYHUQDQFH�

UHJXODWLRQ

$FNQRZOHGJHPHQWV

7KH�YLHZV�H[SUHVVHG�KHUH�DUH�WKRVH�RI�WKH�DXWKRUV�DQG�VKRXOG�QRW�EH�DWWULEXWHG

WR�WKH�)HGHUDO�5HVHUYH�%DQN�RI�1HZ�<RUN�RU�WKH�)HGHUDO�5HVHUYH�6\VWHP
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�� ,QWURGXFWLRQ

*OREDO� ILQDQFLDO� V\VWHPV� KDYH� XQGHUJRQH�PDUNHG� VWUXFWXUDO� FKDQJHV

GXULQJ� WKH� ODVW� IHZ� GHFDGHV� DV� D� UHVXOW� RI� YDULRXV� IRUFHV� LQFOXGLQJ

GHUHJXODWLRQ�� WHFKQRORJLFDO� FKDQJH�� DQG� ILQDQFLDO� LQQRYDWLRQ�� 7KHVH

IDFWRUV� KDYH� FKDQJHG� WKH� HQYLURQPHQW� ZLWKLQ� ZKLFK� ILQDQFLDO� ILUPV

RSHUDWH�DQG�WKH�ZD\V�LQ�ZKLFK�DFWLYLWLHV�KDYH�EHHQ�XQGHUWDNHQ��*LYHQ

WKH� FHQWUDO� UROH� RI� ILQDQFLDO� LQVWLWXWLRQV� DQG�PDUNHWV� WR� VRFLHW\� DV� D

ZKROH�� WKH� FRQGXFW� RI� VXFK� ILQDQFLDO� LQWHUPHGLDULHV� DQG� WKH

HQYLURQPHQW�LQ�ZKLFK�WKH\�RSHUDWH�UHPDLQV�SDUWLFXODUO\�LPSRUWDQW��,Q

WKLV� OLJKW�� LW� KDV� EHHQ� DUJXHG� WKDW� WKH� IRUFHV� RI� ILQDQFLDO� UHIRUP� DQG

VWUXFWXUDO� DGMXVWPHQW� KDYH� JHQHUDOO\� SDLG� LQDGHTXDWH� DWWHQWLRQ� WR

JRYHUQDQFH� LVVXHV� IRU� ILQDQFLDO� LQVWLWXWLRQV�� 7KLV� SDSHU� KRSHV� WR� ILOO

WKLV� JDS� E\� GLVFXVVLQJ� VWDQGDUGV� RI� JRYHUQDQFH� IRU� DQG� ZLWKLQ

ILQDQFLDO�LQVWLWXWLRQV�

7KH� DQDO\VLV� LQ� WKLV� SDSHU� UHFRJQLVHV� WKDW� WKHUH� DUH� VLJQLILFDQW

GLIIHUHQFHV� LQ� WKH� OHJLVODWLYH� DQG� UHJXODWRU\� IUDPHZRUNV� DFURVV

FRXQWULHV� ZLWK� UHVSHFW� WR� WKH� IXQFWLRQV� RI� WKH� ERDUG� DQG� VHQLRU

PDQDJHPHQW��)RU�H[DPSOH��LQ�VRPH�OHJDO�V\VWHPV��WKH�FRPSDQ\�ERDUG

LV� NQRZQ� DV� D� VXSHUYLVRU\� ERDUG�� 7KLV�PHDQV� WKDW� WKH� ERDUG� KDV� QR

H[HFXWLYH� IXQFWLRQV�� %\� FRQWUDVW�� LQ� RWKHU� OHJDO� V\VWHPV�� WKH� ERDUG

H[HUFLVHV�EURDGHU�SRZHUV�LQVRIDU�DV�LW�KDV�WKH�DXWKRULW\�WR�HVWDEOLVK�WKH

JHQHUDO� IUDPHZRUN� IRU� PDQDJHPHQW� RI� WKH� FRPSDQ\�� 'XH� WR� WKHVH

GLIIHUHQFHV��WKH�QRWLRQV�RI�ERDUGV�RI�GLUHFWRUV�DQG�VHQLRU�PDQDJHPHQW

DUH� QRW� XVHG� WR� LGHQWLI\� OHJDO� FRQVWUXFWV�� EXW� UDWKHU� WR� GHVFULEH� DQG

H[SODLQ�WZR�W\SHV�RI�GHFLVLRQ�PDNLQJ�IXQFWLRQV�ZLWKLQ�D�EDQN��7KHVH

GLIIHUHQW�W\SHV�RI�IXQFWLRQV��ZKLFK�DUH�NQRZQ�DV�FRUSRUDWH�JRYHUQDQFH

IXQFWLRQV��ZLOO�EH�GLVFXVVHG�DORQJ�ZLWK�VRXQG�SUDFWLFH�VWUDWHJLHV� WKDW

XQGHUVFRUH�WKH�QHHG�IRU�EDQNV�WR�DGRSW�VWUDWHJLHV�IRU�WKHLU�RSHUDWLRQV

DQG�WR�HVWDEOLVK�DFFRXQWDELOLW\�IRU�LPSOHPHQWLQJ�WKHVH�VWUDWHJLHV�



�

7KH�SDSHU�DOVR�GLVFXVVHV�WKH�PDMRU�SULQFLSOHV�RI�FRUSRUDWH�JRYHUQDQFH

IRU�ILQDQFLDO�LQVWLWXWLRQV�DV�VHW�IRUWK�E\�WKH�*���%DVHO�&RPPLWWHH��7KH

LQIOXHQFH� RI� WKH�%DVHO� &RPPLWWHH� LQ� VHWWLQJ� VWDQGDUGV� RI� ILQDQFLDO

UHJXODWLRQ� IRU� DGYDQFHG� HFRQRPLHV� VXJJHVWV� WKDW� WKHVH� SULQFLSOHV� RI

FRUSRUDWH�JRYHUQDQFH�ZLOO� OLNHO\�EHFRPH� LQWHUQDWLRQDO� VWDQGDUGV� WKDW

ZLOO� EH� LPSOHPHQWHG� LQWR� WKH� UHJXODWRU\� SUDFWLFHV� RI� WKH� OHDGLQJ

LQGXVWULDO� VWDWHV�� $OWKRXJK� WKH� JOREDOLVDWLRQ� RI� ILQDQFLDO� PDUNHWV

QHFHVVLWDWHV� VRPH� EDVLF� LQWHUQDWLRQDO� VWDQGDUGV� RI� FRUSRUDWH

JRYHUQDQFH� IRU� ILQDQFLDO� LQVWLWXWLRQV�� ZH� DOVR� UHFRJQLVH� WKDW� VXFK

XQLIRUP� LQWHUQDWLRQDO� VWDQGDUGV� PD\� UHVXOW� LQ� GLIIHUHQW� W\SHV� DQG

OHYHOV� RI� V\VWHPLF� ULVN� IRU� GLIIHUHQW� MXULVGLFWLRQV� EHFDXVH� RI

GLIIHUHQFHV�LQ�EXVLQHVV�FXVWRPV�DQG�SUDFWLFHV�DQG�WKH�LQVWLWXWLRQDO�DQG

OHJDO� VWUXFWXUHV� RI� QDWLRQDO� PDUNHWV�� :H� DUJXH� WKHUHIRUH� WKDW� WKH

DGRSWLRQ� RI� LQWHUQDWLRQDO� VWDQGDUGV� DQG� SULQFLSOHV� RI� FRUSRUDWH

JRYHUQDQFH� VKRXOG� EH� DFFRPSDQLHG� E\� GRPHVWLF� UHJXODWLRQV� WKDW

SUHVFULEH�VSHFLILF�UXOHV�DQG�SURFHGXUHV�IRU�WKH�JRYHUQDQFH�RI�ILQDQFLDO

LQVWLWXWLRQV� WKDW� DGGUHVV� QDWLRQDO� GLIIHUHQFHV� LQ� SROLWLFDO�� HFRQRPLF

DQG�OHJDO�V\VWHPV�

7KH� SDSHU� EHJLQV� E\� EULHIO\� FRQVLGHULQJ� µJRYHUQDQFH¶� ZLWKLQ� WKLV

FRQWH[W� XVLQJ� D� SULQFLSDO�DJHQW� IUDPHZRUN�� ,W� WKHQ� GLVFXVVHV� WKH

JHQHUDO� SULQFLSOHV� RI� FRUSRUDWH� JRYHUQDQFH� IRU� ILQDQFLDO� LQVWLWXWLRQV

WKDW� WKH� %DVHO� &RPPLWWHH� KDV� DGRSWHG� IRU� DOO� EDQNLQJ� LQVWLWXWLRQV

RSHUDWLQJ�LQ�WKH�*���LQGXVWULDOL]HG�FRXQWULHV��7KH�RYHUULGLQJ�WKHPH�LV

EDVHG� LQ� WKH� EHOLHI� WKDW� WUDQVSDUHQF\� RI� LQIRUPDWLRQ� LV� LQWHJUDOO\

UHODWHG� WR� DFFRXQWDELOLW\� LQ� WKDW� LW� FRXOG� SURYLGH� JRYHUQPHQW

VXSHUYLVRUV�� EDQN� RZQHUV�� FUHGLWRUV�� DQG� RWKHU� PDUNHW� SDUWLFLSDQWV

VXIILFLHQW� LQIRUPDWLRQ� DQG� LQFHQWLYH� WR� DVVHVV� WKH� PDQDJHPHQW� RI� D

EDQN�� 7KH� SDSHU� FRQFOXGHV� E\� FRQVLGHULQJ� WKHVH� DQG� RWKHU� LVVXHV

UHODWHG� WR� WKH� JRYHUQDQFH� UROH� RI� ILQDQFLDO� LQVWLWXWLRQV� LQ� WKH� RYHUDOO

HFRQRP\�

�� %DFNJURXQG

&RUSRUDWH� JRYHUQDQFH� IRU� DOO� LQVWLWXWLRQV� LQFOXGLQJ� ILQDQFLDO

LQWHUPHGLDULHV�KDV�EHFRPH�DQ�LPSRUWDQW�LVVXH�LQ�YDULRXV�QDWLRQDO�DQG
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LQWHUQDWLRQDO� IRUD�� ,Q� ������ WKH� 2UJDQLVDWLRQ� IRU� (FRQRPLF� &R�

RSHUDWLRQ� DQG� 'HYHORSPHQW� �2(&'�� LVVXHG� D� VHW� RI� FRUSRUDWH

JRYHUQDQFH� VWDQGDUGV� DQG� JXLGHOLQHV� WR� DVVLVW� JRYHUQPHQWV� LQ� WKHLU

HIIRUWV�WR�HYDOXDWH�DQG�LPSURYH�WKH�OHJDO��LQVWLWXWLRQDO��DQG�UHJXODWRU\

IUDPHZRUN� IRU� FRUSRUDWH� JRYHUQDQFH� LQ� WKHLU� FRXQWULHV�� 7KH� 2(&'

JXLGHOLQHV� DOVR� SURYLGH� VWDQGDUGV� DQG� VXJJHVWLRQV� IRU� VWRFN

H[FKDQJHV��LQYHVWRUV��FRUSRUDWLRQV��DQG�RWKHU�SDUWLHV�WKDW�µKDYH�D�UROH

LQ� WKH� SURFHVV� RI� GHYHORSLQJ� JRRG� FRUSRUDWH� JRYHUQDQFH�¶
�
� 6XFK

FRUSRUDWH� JRYHUQDQFH� VWDQGDUGV� DQG� VWUXFWXUHV� DUH� HVSHFLDOO\

LPSRUWDQW� IRU�EDQNLQJ� LQVWLWXWLRQV� WKDW� RSHUDWH� RQ� D� JOREDO� EDVLV��7R

WKLV�H[WHQW��WKH�2(&'�SULQFLSOHV�PD\�VHUYH�DV�D�PRGHO�WR�EH�DSSOLHG

WR�WKH�JRYHUQDQFH�VWUXFWXUH�RI�PXOWLQDWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�

7KH� 2(&'� VXJJHVWV� WKDW� VRXQG� FRUSRUDWH� JRYHUQDQFH� RI� ILQDQFLDO

LQVWLWXWLRQV� QHHGV� WR� EH� LQ� SODFH� LQ� RUGHU� IRU� EDQNLQJ� DQG� ILQDQFLDO

VXSHUYLVLRQ�WR�RSHUDWH�HIIHFWLYHO\��&RQVHTXHQWO\��EDQNLQJ�VXSHUYLVRUV

KDYH� D� VWURQJ� LQWHUHVW� LQ� HQVXULQJ� WKDW� WKHUH� LV� HIIHFWLYH� FRUSRUDWH

JRYHUQDQFH� DW� HYHU\� EDQNLQJ� RUJDQLVDWLRQ�� 6XSHUYLVRU\� H[SHULHQFH

XQGHUVFRUHV� WKH� QHFHVVLW\� RI� KDYLQJ� DSSURSULDWH� OHYHOV� RI

DFFRXQWDELOLW\� DQG� PDQDJHULDO� FRPSHWHQFH� ZLWKLQ� HDFK� EDQN�

(VVHQWLDOO\�� WKH� HIIHFWLYH� VXSHUYLVLRQ� RI� WKH� LQWHUQDWLRQDO� EDQNLQJ

V\VWHP� UHTXLUHV� VRXQG� JRYHUQDQFH� VWUXFWXUHV� ZLWKLQ� HDFK� EDQN�

HVSHFLDOO\� ZLWK� UHVSHFW� WR�PXOWL�IXQFWLRQDO� EDQNV� WKDW� RSHUDWH� RQ� D

WUDQVQDWLRQDO� EDVLV��$� VRXQG� JRYHUQDQFH� V\VWHP� FDQ� FRQWULEXWH� WR� D

FROODERUDWLYH� ZRUNLQJ� UHODWLRQVKLS� EHWZHHQ� EDQN� VXSHUYLVRUV� DQG

EDQN�PDQDJHPHQW�

(YHQ� WKH� %DVHO� &RPPLWWHH� KDV� UHFRJQLVHG� WKDW� WKH� SULPDU\

UHVSRQVLELOLW\� IRU� JRRG� FRUSRUDWH� JRYHUQDQFH� UHVWV� ZLWK� ERDUGV� RI

GLUHFWRUV�DQG�VHQLRU�PDQDJHPHQW�RI�EDQNV��%XW�WKH�%DVHO�&RPPLWWHH¶V

����� 5HSRUW� RQ� &RUSRUDWH� *RYHUQDQFH� DOVR� VXJJHVWV� WKDW� WKHUH� DUH

RWKHU�ZD\V�WKDW�FRUSRUDWH�JRYHUQDQFH�FDQ�EH�SURPRWHG��LQFOXGLQJ�

���� JRYHUQPHQWV�±�WKURXJK�ODZV�DQG�UHJXODWLRQV�

���� VHFXULWLHV�UHJXODWRUV�DQG�VWRFN�H[FKDQJHV��WKURXJK�GLVFORVXUH

DQG�OLVWLQJ�UHTXLUHPHQWV�
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���� DFFRXQWLQJ� VWDQGDUGV� ±� WKURXJK� DXGLW� VWDQGDUGV� RQ

FRPPXQLFDWLRQV� WR� ERDUG� RI� GLUHFWRUV�� VHQLRU� PDQDJHPHQW

DQG�RQ�SXEOLFDWLRQ�RI�VRXQG�SUDFWLFHV�

���� EDQNLQJ� LQGXVWU\�DVVRFLDWLRQV�±� WKURXJK� LQLWLDWLYHV� UHODWHG� WR

YROXQWDU\�LQGXVWU\�SULQFLSOHV�DQG�DJUHHPHQW�RQ�SXEOLFDWLRQ�RI

VRXQG�SUDFWLFHV�
�

,Q�WKLV�UHVSHFW��WKH�UROH�RI�OHJDO�LVVXHV�LV�FUXFLDO�IRU�GHWHUPLQLQJ�ZD\V

WR� LPSURYH� FRUSRUDWH� JRYHUQDQFH� IRU� ILQDQFLDO� LQVWLWXWLRQV�� )RU

H[DPSOH��WKH�HQIRUFHDELOLW\�RI�FRQWUDFWV��LQFOXGLQJ�WKRVH�ZLWK�VHUYLFH

SURYLGHUV�� FODULI\LQJ� JRYHUQDQFH� UROHV� RI� VXSHUYLVRUV� DQG� VHQLRU

PDQDJHPHQW�� HQVXULQJ� WKDW� FRUSRUDWLRQV� RSHUDWH� LQ� DQ� HQYLURQPHQW

WKDW� LV� IUHH� IURP� FRUUXSWLRQ� DQG� EULEHU\�� DQG� ODZV�UHJXODWLRQV� �DQG

RWKHU� PHDVXUHV�� DOLJQLQJ� WKH� LQWHUHVWV� RI� PDQDJHUV�� HPSOR\HHV� DQG

VKDUHKROGHUV�� DOO� KHOS� SURPRWH� D� VWURQJ� EXVLQHVV� DQG� OHJDO

HQYLURQPHQWV� WKDW� VXSSRUW� FRUSRUDWH� JRYHUQDQFH� DQG� UHODWHG

VXSHUYLVRU\�DFWLYLWLHV�

�� 7KH�8QLTXHQHVV�RI�%DQNLQJ�5HJXODWLRQ

7KH�UROH�RI�EDQNV�LV�LQWHJUDO�WR�DQ\�HFRQRP\��7KH\�SURYLGH�ILQDQFLQJ

IRU�FRPPHUFLDO�HQWHUSULVHV��DFFHVV�WR�SD\PHQW�V\VWHPV��DQG�D�YDULHW\

RI�UHWDLO�ILQDQFLDO�VHUYLFHV�IRU�WKH�HFRQRP\�DW�ODUJH��6RPH�EDQNV�KDYH

D�EURDGHU� LPSDFW�RQ� WKH�PDFUR�VHFWRU�RI� WKH�HFRQRP\�E\� IDFLOLWDWLQJ

WKH� WUDQVPLVVLRQ� RI� PRQHWDU\� SROLF\� E\� PDNLQJ� FUHGLW� DQG� OLTXLGLW\

DYDLODEOH�LQ�GLIILFXOW�PDUNHW�FRQGLWLRQV�
�
�7KH� LQWHJUDO� UROH� WKDW�EDQNV

SOD\�LQ�WKH�QDWLRQDO�HFRQRP\�LV�GHPRQVWUDWHG�E\�WKH�DOPRVW�XQLYHUVDO

SUDFWLFH�RI�VWDWHV�LQ�UHJXODWLQJ�WKH�EDQNLQJ�LQGXVWU\�DQG�SURYLGLQJ��LQ

PDQ\�FDVHV��D�JRYHUQPHQW�VDIHW\�QHW� WR�FRPSHQVDWH�GHSRVLWRUV�ZKHQ

EDQNV�IDLO��)LQDQFLDO�UHJXODWLRQ�LV�QHFHVVDU\�EHFDXVH�RI�WKH�PXOWLSOLHU

HIIHFW� WKDW� EDQNLQJ� DFWLYLWLHV� KDYH� RQ� WKH� UHVW� RI� WKH� HFRQRP\�� 7KH

ODUJH� QXPEHU� RI� VWDNHKROGHUV� �VXFK� DV� HPSOR\HHV�� FXVWRPHUV�

VXSSOLHUV� HWF���ZKRVH� HFRQRPLF�ZHOO�EHLQJ�GHSHQGV�RQ� WKH� KHDOWK� RI

WKH�EDQNLQJ�LQGXVWU\��GHSHQG�RQ�DSSURSULDWH�UHJXODWRU\�SUDFWLFHV�DQG

VXSHUYLVLRQ��,QGHHG��LQ�D�KHDOWK\�EDQNLQJ�V\VWHP��WKH�VXSHUYLVRUV�DQG

UHJXODWRUV� WKHPVHOYHV�DUH�VWDNHKROGHUV�DFWLQJ�RQ�EHKDOI�RI� VRFLHW\�DW
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ODUJH��7KHLU�SULPDU\�IXQFWLRQ�LV�WR�GHYHORS�VXEVWDQWLYH�VWDQGDUGV�DQG

RWKHU�ULVN�PDQDJHPHQW�SURFHGXUHV� IRU� ILQDQFLDO� LQVWLWXWLRQV� LQ�ZKLFK

UHJXODWRU\� ULVN� PHDVXUHV� FRUUHVSRQG� WR� WKH� RYHUDOO� HFRQRPLF� DQG

RSHUDWLRQDO� ULVN� IDFHG� E\� D� EDQN�� $FFRUGLQJO\�� LW� LV� LPSHUDWLYH� WKDW

ILQDQFLDO� UHJXODWRUV� HQVXUH� WKDW� EDQNLQJ� DQG� RWKHU� ILQDQFLDO

LQVWLWXWLRQV� KDYH� VWURQJ� JRYHUQDQFH� VWUXFWXUHV�� HVSHFLDOO\� LQ� OLJKW� RI

WKH�SHUYDVLYH�FKDQJHV�LQ�WKH�QDWXUH�DQG�VWUXFWXUH�RI�ERWK�WKH�EDQNLQJ

LQGXVWU\�DQG�WKH�UHJXODWLRQ�ZKLFK�JRYHUQV�LWV�DFWLYLWLHV�

��� *RYHUQDQFH��3ULQFLSDO�$JHQW�3UREOHP

7KH� PDLQ� FKDUDFWHULVWLFV� RI� DQ\� JRYHUQDQFH� SUREOHP� DUH� WKDW� WKH

RSSRUWXQLW\� H[LVWV� IRU� VRPH� PDQDJHUV� WR� LPSURYH� WKHLU� HFRQRPLF

SD\RIIV� E\� HQJDJLQJ� LQ� XQREVHUYHG�� VRFLDOO\� FRVWO\� EHKDYLRXU� RU

µDEXVH¶� DQG� WKH� LQIHULRU� LQIRUPDWLRQ� VHW� RI� WKH� RXWVLGH� PRQLWRUV

UHODWLYH� WR� WKH� ILUP�
�
� 7KHVH� FKDUDFWHULVWLFV� DUH� UHODWHG� VLQFH� DEXVH

ZRXOG� QRW� EH� XQREVHUYHG� LI� WKH� PRQLWRU� KDG� FRPSOHWH� LQIRUPDWLRQ�

7KH� EDVLF� LGHD� ±� WKDW� PDQDJHUV� KDYH� DQ� LQIRUPDWLRQ� DGYDQWDJH� DQG

WKDW�WKLV�JLYHV�WKHP�WKH�RSSRUWXQLW\�WR�WDNH�VHOI�LQWHUHVWHG�DFWLRQV�±�LV

WKH�VWDQGDUG�SULQFLSDO�DJHQW� DUJXPHQW��7KH�PRUH� LQWHUHVWLQJ� LVVXH� LV

KRZ� WKLV� LQIRUPDWLRQ� DV\PPHWU\� DQG� WKH� SRWHQWLDO� IRU� UHVXOWLQJ

LQHIILFLHQFLHV�DIIHFW�JRYHUQDQFH�ZLWKLQ�ILQDQFLDO�LQVWLWXWLRQV��'RHV�WKH

PDQDJHU� KDYH� EHWWHU� LQIRUPDWLRQ"� 3HUKDSV� WKH� EHVW� HYLGHQFH� WKDW

PRQLWRUV�SRVVHVV�LQIHULRU�LQIRUPDWLRQ�UHODWLYH�WR�PDQDJHUV�OLHV�LQ�WKH

IDFW� WKDW� PRQLWRUV� RIWHQ� HPSOR\� LQFHQWLYH� PHFKDQLVPV� UDWKHU� WKDQ

UHO\LQJ�FRPSOHWHO\�RQ�H[SOLFLW�GLUHFWLYHV�DORQH�
�

7KHUH� LV� D� ZLGH� UDQJH� RI� SRWHQWLDO� DJHQF\� SUREOHPV� LQ� ILQDQFLDO

LQVWLWXWLRQV�LQYROYLQJ�VHYHUDO�PDMRU�VWDNHKROGHU�JURXSV�LQFOXGLQJ�EXW

QRW� OLPLWHG� WR� VKDUHKROGHUV�� FUHGLWRUV�RZQHUV�� GHSRVLWRUV�

PDQDJHPHQW��DQG�VXSHUYLVRU\�ERGLHV��$JHQF\�SUREOHPV�DULVH�EHFDXVH

UHVSRQVLELOLW\� IRU� GHFLVLRQ�PDNLQJ� LV� GLUHFWO\� RU� LQGLUHFWO\� GHOHJDWHG

IURP�RQH�VWDNHKROGHU�JURXS�WR�DQRWKHU�LQ�VLWXDWLRQV�ZKHUH�REMHFWLYHV

EHWZHHQ� VWDNHKROGHU� JURXSV� GLIIHU� DQG� ZKHUH� FRPSOHWH� LQIRUPDWLRQ

ZKLFK� ZRXOG� DOORZ� IXUWKHU� FRQWURO� WR� EH� H[HUWHG� RYHU� WKH� GHFLVLRQ

PDNHU� LV� QRW� UHDGLO\� DYDLODEOH�� 6RPH� RI� WKH� PRVW� VWXGLHG� DJHQF\
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SUREOHPV� LQ� WKH� FDVH� RI� ILQDQFLDO� LQVWLWXWLRQV� DUH� WKRVH� LQYROYLQJ

GHSRVLWRUV� DQG� VKDUHKROGHUV� RU� VXSHUYLVRUV� DQG� VKDUHKROGHUV�� :KLOH

WKDW� SHUVSHFWLYH� XQGHUSLQV� WKH� PDMRU� IHDWXUHV� RI� WKH� GHVLJQ� RI

UHJXODWRU\� VWUXFWXUHV� �FDSLWDO� DGHTXDF\� UHTXLUHPHQWV�� GHSRVLW

LQVXUDQFH��HWF����SUREOHPV�RI� LQFHQWLYH�FRQIOLFW�EHWZHHQ�PDQDJHPHQW

DQG�RZQHUV�KDYH�EHFRPH�D�IRFXV�RI�UHFHQW�DWWHQWLRQ�
�

7KH� UHVXOWLQJ� YLHZ� WKDW� ILQDQFLDO�PDUNHWV� FDQ� EH� VXEMHFW� WR� LQKHUHQW

LQVWDELOLW\� LQGXFHV� JRYHUQPHQWV� WR� LQWHUYHQH� WR� SURYLGH� GHSRVLWRU

SURWHFWLRQ� LQ� VRPH� IRUP� RU� RWKHU�� ([SOLFLW� GHSRVLW� LQVXUDQFH� LV� RQH

DSSURDFK�ZKLOH� H[SOLFLW� RU� LPSOLFLW� GHSRVLW� JXDUDQWHHV� LV� DQRWKHU�� ,Q

HLWKHU�FDVH��JHQHUDO�SUXGHQWLDO�VXSHUYLVLRQ�DOVR�RFFXUV�WR�OLPLW�WKH�ULVN

LQFXUUHG�E\�LQVXUHUV�RU�JXDUDQWRUV��7R�FRQWURO� WKH�LQFHQWLYHV�RI�EDQN

RZQHUV�ZKR�UHO\�WRR�KHDYLO\�RQ�JRYHUQPHQW�IXQGHG�GHSRVLW�LQVXUDQFH�

JRYHUQPHQWV�W\SLFDOO\�HQIRUFH�VRPH�FRQWURO�RYHU�EDQN�RZQHUV��7KHVH

FDQ�LQYROYH�OLPLWV�RQ�WKH�UDQJH�RI�DFWLYLWLHV��OLQNLQJ�GHSRVLW�LQVXUDQFH

SUHPLXPV� WR� ULVN�� DQG� DOLJQLQJ� FDSLWDO� DGHTXDF\� UHTXLUHPHQWV� ZLWK

EXVLQHVV� ULVN�
�
� :KLOH� VXFK� FRQWUROV� PD\� RYHUFRPH� WKH� DJHQF\

SUREOHP�EHWZHHQ�JRYHUQPHQW�DQG�EDQN�RZQHUV��LW�PXVW�EH�DVNHG�KRZ

VLJQLILFDQW� WKLV� SUREOHP� LV� LQ� UHDOLW\�� $� FXUVRU\� UHYLHZ� RI� UHFHQW

EDQNLQJ�FULVHV�ZRXOG�VXJJHVW� WKDW�PDQ\�FDXVHV� IRU�FRQFHUQ� UHODWH� WR

PDQDJHPHQW� GHFLVLRQV� ZKLFK� UHIOHFW� DJHQF\� SUREOHPV� LQYROYLQJ

PDQDJHPHQW��0DQDJHPHQW�PD\�KDYH�GLIIHUHQW� ULVN�SUHIHUHQFHV� IURP

WKRVH� RI� RWKHU� VWDNHKROGHUV� LQFOXGLQJ� WKH� JRYHUQPHQW�� RZQHUV�

FUHGLWRUV��HWF���RU� OLPLWHG�FRPSHWHQFH� LQ�DVVHVVLQJ� WKH� ULVNV� LQYROYHG

LQ�LWV�GHFLVLRQV��DQG�\HW�KDYH�VLJQLILFDQW�IUHHGRP�RI�DFWLRQ�EHFDXVH�RI

WKH� DEVHQFH� RI� DGHTXDWH� FRQWURO� V\VWHPV� DEOH� WR� UHVROYH� DJHQF\

SUREOHPV�

�� 7KH�5ROH�RI�WKH�6WDNHKROGHU

7KH� H[WHQW� WR� ZKLFK� H[FHVVLYH� ULVN� WDNLQJ� LV� OLPLWHG� E\� JRYHUQDQFH

PHFKDQLVPV� DV� SUDFWLVHG� E\� WKH� VXSHUYLVRU\� DXWKRULW\� RU� HYHQ� WKH

PDUNHW� JUHDWO\� DIIHFWV� WKH� EHKDYLRXU� RI� ILQDQFLDO� LQVWLWXWLRQV�� ,Q� WKLV

OLJKW�� WKHUH�VHHP�WR�EH� WKUHH�SRWHQWLDO�JURXSV�ZKLFK�FDQ�PRQLWRU� WKH

PDQDJHPHQW� RI� EDQNV�� RZQHUV�� PDUNHW�� DQG� VXSHUYLVRUV�� 7KH� PDLQ
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TXHVWLRQ�DQG�WKH�IRFXV�RI�WKLV�SDSHU�LV�KRZ�JRYHUQDQFH�SURFHVVHV�FDQ

HQVXUH� WKDW� HDFK� RI� WKH� DERYH� LV� DEOH� WR� H[HUW� VXIILFLHQW� SUHVVXUH� RQ

PDQDJHUV�WR�DYRLG�H[FHVVLYH�ULVN�WDNLQJ��,Q�PRUH�GHYHORSHG�ILQDQFLDO

PDUNHWV�� DXWKRULWLHV� XVH� VHYHUDO� PHDVXUHV� LQFOXGLQJ� HUHFWLQJ� HQWU\

EDUULHUV�� HQIRUFLQJ� PRGHVW� FDSLWDO� UHTXLUHPHQWV� DW� RU� DERYH� WKH

PLQLPXP����%DVHO�&RPPLWWHH� FDSLWDO� WR� ULVN�ZHLJKWHG� DVVHWV� UDWLR�

IDFLQJ� PDUNHW� GLVFLSOLQH� LQ� PRQH\� DQG� FDSLWDO� PDUNHWV� ZKLFK� DUH

XVXDOO\� XQFRYHUHG� E\� H[SOLFLW� JRYHUQPHQW� JXDUDQWHHV�� DQG� EHLQJ

VXSHUYLVHG�E\�RQH�RU�PRUH�RI�WKH�VXSHUYLVRU\�DJHQFLHV�

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

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

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

DQG�PRUH�YRODWLOH��DQG�ZKHUH�WKH�PDUNHW¶V�DELOLW\�WR�PRQLWRU�EDQNV�LV

KDPSHUHG� E\� SRRUHU� LQIRUPDWLRQ�� 7KXV�� LQ� ERWK� LQGXVWULDOLVHG� DQG

GHYHORSLQJ�PDUNHWV��JRYHUQDQFH�PHFKDQLVPV�QHHG�WR�EH�HQKDQFHG�WR

HQFRXUDJH�HDFK�RI� WKH�SRWHQWLDO�PRQLWRULQJ�JURXSV� WR�FXUE�H[FHVVLYH

ULVN� WDNLQJ� DFWLYLWLHV� E\� EDQNV�� 7KH� IROORZLQJ� VHFWLRQV� ZLOO� EULHIO\

FRQVLGHU� WKH� UROH� RI� RZQHUV�� PDUNHW�� DQG� VXSHUYLVRUV� LQ� IXUWKHU

UHILQLQJ�JRYHUQDQFH�PHFKDQLVPV�ZLWKLQ�ILQDQFLDO�LQVWLWXWLRQV�

�� %DVHO�&RPPLWWHH�DQG�&RUSRUDWH�*RYHUQDQFH�6WDQGDUGV

7KH� %DVHO� &RPPLWWHH� KDV� LVVXHG� VHYHUDO� SDSHUV� LQ� UHFHQW� \HDUV

DGGUHVVLQJ� VSHFLILF� WRSLFV� RQ� FRUSRUDWH� JRYHUQDQFH� IRU� ILQDQFLDO

LQVWLWXWLRQV�� 7KH�PRVW� LPSRUWDQW� RI� WKHVH� UHSRUWV�DUH��3ULQFLSOHV� IRU

WKH� 0DQDJHPHQW� RI� ,QWHUHVW� 5DWH� 5LVN
�
�� )UDPHZRUN� IRU� ,QWHUQDO

&RQWURO� 6\VWHPV� LQ� %DQNLQJ� 2UJDQLVDWLRQV
�
�� (QKDQFLQJ� %DQN

7UDQVSDUHQF\
��
��DQG�3ULQFLSOHV�IRU�WKH�0DQDJHPHQW�RI�&UHGLW�5LVN�

��

7KHVH� UHSRUWV� KLJKOLJKW� WKH� HVVHQWLDO� VWUDWHJLHV� DQG� WHFKQLTXHV� IRU

VRXQG� FRUSRUDWH� JRYHUQDQFH� DW� ILQDQFLDO� LQVWLWXWLRQV�� 7KH� FRUSRUDWH

JRYHUQDQFH�VWDQGDUGV�HVSRXVHG�E\�WKHVH�UHSRUWV�FDQ�EH�VXPPDULVHG�DV

IROORZV�
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D�� WKH� HVWDEOLVKPHQW�RI� VWUDWHJLF�REMHFWLYHV� DQG� D� VHW� RI� FRUSRUDWH

YDOXHV� WKDW� DUH� FRPPXQLFDWHG� WKURXJKRXW� WKH� EDQNLQJ

RUJDQLVDWLRQ�

E�� VHWWLQJ� DQG� HQIRUFLQJ� FOHDU� OLQHV� RI� UHVSRQVLELOLW\� DQG

DFFRXQWDELOLW\�WKURXJKRXW�WKH�RUJDQLVDWLRQ�

F�� HQVXULQJ� WKDW� ERDUG� PHPEHUV� DUH� TXDOLILHG� IRU� WKHLU� SRVLWLRQV�

KDYH�D�FOHDU�XQGHUVWDQGLQJ�RI�WKHLU�UROH�LQ�FRUSRUDWH�JRYHUQDQFH

DQG� DUH� QRW� VXEMHFW� WR� XQGXH� LQIOXHQFH� IURP� PDQDJHPHQW� RU

RXWVLGH�FRQFHUQV�

G�� HQVXULQJ� WKDW� WKHUH� LV� DSSURSULDWH� RYHUVLJKW� E\� VHQLRU

PDQDJHPHQW�

H�� HIIHFWLYHO\�XWLOLVLQJ�WKH�ZRUN�FRQGXFWHG�E\�LQWHUQDO�DQG�H[WHUQDO

DXGLWRUV�� LQ� UHFRJQLWLRQ� RI� WKH� LPSRUWDQW� FRQWURO� IXQFWLRQ� WKH\

SURYLGH�

I�� HQVXULQJ� WKDW� FRPSHQVDWLRQ� DSSURDFKHV� DUH� FRQVLVWHQW�ZLWK� WKH

EDQN¶V� HWKLFDO� YDOXHV�� REMHFWLYHV�� VWUDWHJ\� DQG� FRQWURO

HQYLURQPHQW�

J�� FRQGXFWLQJ�FRUSRUDWH�JRYHUQDQFH�LQ�D�WUDQVSDUHQW�PDQQHU�

7KHVH� VWDQGDUGV� UHFRJQLVH� WKDW� VHQLRU� PDQDJHPHQW� LV� DQ� LQWHJUDO

FRPSRQHQW� RI� WKH� FRUSRUDWH� JRYHUQDQFH� SURFHVV��ZKLOH� WKH� ERDUG� RI

GLUHFWRUV� SURYLGHV� FKHFNV� DQG�EDODQFHV� WR� VHQLRU�PDQDJHUV�� DQG� WKDW

VHQLRU�PDQDJHUV�VKRXOG�DVVXPH�WKH�RYHUVLJKW�UROH�ZLWK�UHVSHFW�WR�OLQH

PDQDJHUV� LQ� VSHFLILF�EXVLQHVV� DUHDV� DQG�DFWLYLWLHV��7KH� HIIHFWLYHQHVV

RI� WKH�DXGLW�SURFHVV�FDQ�EH� HQKDQFHG�E\� UHFRJQLVLQJ� WKH� LPSRUWDQFH

DQG� LQGHSHQGHQFH�RI� WKH�DXGLWRUV�DQG� UHTXLULQJ� WLPHO\� FRUUHFWLRQ�E\

PDQDJHPHQW� RI� SUREOHPV� LGHQWLILHG� E\� DXGLWRUV�� 7KH� RUJDQLVDWLRQDO

VWUXFWXUH� RI� WKH� ERDUG� DQG� PDQDJHPHQW� VKRXOG� EH� WUDQVSDUHQW� ZLWK

FOHDUO\� LGHQWLILDEOH� OLQHV� RI� FRPPXQLFDWLRQ� DQG� UHVSRQVLELOLW\� IRU

GHFLVLRQ� PDNLQJ� DQG� EXVLQHVV� DUHDV�� 0RUHRYHU�� WKHUH� VKRXOG� EH
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LWHPL]DWLRQ�RI�WKH�QDWXUH�DQG�H[WHQW�RI�WUDQVDFWLRQV�ZLWK�DIILOLDWHV�DQG

UHODWHG�SDUWLHV�
��

�� *RYHUQDQFH� E\� 2ZQHUV�� 6XSHUYLVRUV�� DQG� 0DUNHW

3DUWLFLSDQWV

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

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

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

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

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

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

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

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

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

LQYHVWRUV�QHHG�WR�IDFH�WKH�ORVV�RI�WKHLU�LQYHVWPHQW��DQG�WKH\�DQG�WKHLU

PDQDJHUV�QHHG�WR�UHDOLVH�WKH�YHU\�UHDO�SRVVLELOLWLHV�RI�EDQN�IDLOXUH�RU

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

,Q� WKLV� OLJKW�� VRPH� HPHUJLQJ� PDUNHWV� KDYH� UDLVHG� WKHLU� PLQLPXP

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

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

$UJHQWLQD�� WKH�PLQLPXP�FDSLWDO� DGHTXDF\� UDWLR� LV� �������ZLWK� HYHQ

KLJKHU� UHTXLUHPHQWV� IRU� EDQNV� HQJDJLQJ� LQ� ULVNLHU� DFWLYLWLHV� DQG

ZHDNHU�ULVN�PDQDJHPHQW�FDSDFLW\��0RUHRYHU��EDQNV�LQ�PRVW�FRXQWULHV

ZLWK����FDSLWDO�DGHTXDF\�UHTXLUHPHQWV�XVXDOO\�KDYH�FDSLWDO�UDWLRV�LQ

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

UDWLR� RI� DOPRVW� ����
��
� (YHQ� WKHQ�� FDSLWDO� DGHTXDF\� UDWLRV� DUH� E\

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

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

UDWLRV�KDV�QRW�EHHQ�DQ�XQFRPPRQ�RFFXUUHQFH��'KXPDOH��������

7KH�LQFUHDVHG�LQFHQWLYHV�WR�HQJDJH�LQ�H[FHVVLYH�ULVN�WDNLQJ�ZKHQ�WKH

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

QRW�WR�UHO\�RQ�FDSLWDO�DGHTXDF\�DORQH��0DQ\�FRXQWULHV�KDYH�UHOLHG�RQ

YDULRXV� PHDVXUHV� IURP� OLPLWLQJ� HQWU\� WR� HQKDQFLQJ� WKH� OLDELOLW\� RI



��

GLUHFWRUV�DQG�VKDUHKROGHUV�WR�WKH�LVVXDQFH�RI�VXERUGLQDWHG�GHEW��:KLOH

VRPH�RI�WKHVH�PHWKRGV�PD\�EH�UHODWLYHO\�EOXQW��WKH�FRVWV�RI�QRW�XVLQJ

WKHP�FDQ�EH�TXLWH�KLJK��2ZQHUV�RI� ILQDQFLDO� LQVWLWXWLRQV�ZLOO�EHKDYH

PRUH�SUXGHQWO\��L�H���EH�PRUH�ULVN�DYHUVH��LI�WKH\�KDYH�PRUH�WR�ORVH�LQ

WKH� IRUP�RI� FDSLWDO�� IXWXUH� H[SHFWHG� UHYHQXH�� SURILWV�� HWF��� 6LPLODUO\�

VXSHUYLVRUV� QHHG� WR� EH� DEOH� ERWK� WR� PRQLWRU� DQG� HQIRUFH� DQ\

GLVFUHSDQFLHV� WKH\� UHYHDO� WKURXJK� WKHLU� HYDOXDWLRQV�� )LQDOO\�� GHSRVLW

KROGHUV�WHQG�WR�SURYLGH�EHWWHU�PDUNHW�GLVFLSOLQH�LI�WKH\�DUH�QRW�DOZD\V

IXOO\�FRYHUHG�E\�LPSOLFLW�RU�H[SOLFLW�GHSRVLW�LQVXUDQFH�VFKHPHV�

:LWK� WKH� DSSURSULDWH� DELOLWLHV�� PDUNHW� SDUWLFLSDQWV� ZKR� HQWHU� LQWR

FUHGLWRU� UHODWLRQVKLSV� ZLWK� EDQNV� FRXOG� VHUYH� DV� PRQLWRUV�� 7KHLU

DELOLW\� WR� PRQLWRU� ZRXOG� GHSHQG� RQ� WKH� TXDOLW\� DQG� TXDQWLW\� RI

LQIRUPDWLRQ�WKH\�UHFHLYH�ZKLFK��LQ�WXUQ��ZRXOG�GHSHQG�RQ�WKH�TXDOLW\

RI� DFFRXQWLQJ� VWDQGDUGV� DQG� SUDFWLFHV�� 7R� VROYH� WKH� LQIRUPDWLRQ

UHTXLUHPHQWV�� VRPH� FRXQWULHV� KDYH� UHFHQWO\� HQDFWHG� H[WHQVLYH

GLVFORVXUH� UHTXLUHPHQWV� VXSSRUWHG� E\� JUHDWHU� OLDELOLWLHV�� PDQGDWRU\

UDWLQJV�E\�DW� OHDVW� WZR�SULYDWH� UDWLQJV� DJHQFLHV�� DQG�DQ�RQOLQH� FUHGLW

UHSRUWLQJ� V\VWHP� DV� LQ� 1HZ� =HDODQG�� &KLOH�� DQG� $UJHQWLQD

UHVSHFWLYHO\��,Q�DGGLWLRQ�WR�LQIRUPDWLRQ��FUHGLWRUV�QHHG�WKH�DSSURSULDWH

LQFHQWLYHV�WR�PRQLWRU�PDUNHW�SUDFWLFHV�VXFK�DV�WKH�SRVVLELOLW\�WKDW�WKH\

ZLOO� EH� DOORZHG� WR� VXIIHU� ORVVHV�� $OWKRXJK� VPDOO� GHSRVLWRUV� DUH

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

HTXLSSHG�WR�IXOILO�WKLV�UROH��2QH�H[DPSOH�RI�XVLQJ�VXFK�LQFHQWLYHV�KDV

EHHQ�WKH�PDQGDWRU\�LVVXDQFH�RI�VXERUGLQDWHG�GHEW�E\�EDQNV�VR�WKDW�LI

WKH�FXUUHQW�RZQHUV�RI�D�EDQN�IDLO� LQ�HQVXULQJ�D�VDIH�DQG�VRXQG�EDQN�

WKH� VXERUGLQDWHG� KROGHUV� FDQ� WDNH� RYHU� WKH� EDQN�� $� PRUH� GHWDLOHG

GLVFXVVLRQ�RI�WKLV�W\SH�RI�SURSRVDO�ZLOO�IROORZ�LQ�WKH�QH[W�VHFWLRQ�

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

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

LVVXHV�� +RZHYHU�� WRGD\� PRVW� UHJXODWRU\� DXWKRULWLHV� KDYH� PRYHG� WR

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

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

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

VXSHUYLVRUV� QHHG� VXIILFLHQW� FRPSHQVDWLRQ� WR� DWWUDFW� TXDOLILHG
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SHUVRQQHO�VR�WKDW�WKH\�DUH�QRW�OXUHG�LQWR�PRYLQJ�WR�WKH�SULYDWH�VHFWRU�

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

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

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

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

DW�OHDVW�FORVH�WR�SULYDWH�VHFWRU�OLPLWV��(IIRUWV�KDYH�EHHQ�PDGH�WR�FUHDWH

µERQGHG� UHJXODWRUV¶� VR� WKDW� VRPH� SRUWLRQ� RI� D� VXSHUYLVRU¶V

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

FDQ� EH� WDNHQ� GHSHQGLQJ� RQ� WKH� RXWFRPH� LQ� WKH� ILQDQFLDO� VHFWRU�
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$QRWKHU�PHDVXUH�PLJKW� EH� WR� OLPLW� WKH� SRVVLELOLW\� RI� VXSHUYLVRUV� WR

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

HPSOR\PHQW�ZLWK�WKH�VXSHUYLVRU\�DJHQF\�
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)LQDOO\��UHFRPPHQGDWLRQV�KDYH�DOVR�EHHQ�PDGH�WR�FRPPLW�VXSHUYLVRUV

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

DFWLRQV¶� DQG� µVWUXFWXUHG� HDUO\� LQWHUYHQWLRQ� DSSURDFKHV�¶� 6XFK

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

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

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

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

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

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

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

DV�ZLWQHVVHG�HYHQ�LQ�KLJKO\�LQGXVWULDOLVHG�FRXQWULHV��VXFK�DV�-DSDQ�LQ

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

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

VWDQGDUGV� WKDW� FDOFXODWHG� JRRG�ZLOO� DV� DQ� DVVHW� IRU� FDSLWDO� DGHTXDF\

SXUSRVHV��

�� &RQFOXVLRQ

0DQ\�REVHUYHUV� DJUHH� WKDW� WKH�EDQNLQJ� LQGXVWU\� LV� RQH�VHFWRU�ZKLFK

KDV�EHHQ�JUHDWO\�DIIHFWHG�E\�PDMRU�VWUXFWXUDO�FKDQJHV��GXH� LQ�SDUW� WR

WKH� SUHVVXUHV� RI� LQFUHDVHG� JOREDOLVDWLRQ�� 7KH� FRQVHTXHQFHV� RI� VXFK

FKDQJHV� LQFOXGH� EXW� DUH� QRW� OLPLWHG� WR� LQFUHDVHG� FRPSHWLWLRQ�

VTXHH]HG� SURILW� PDUJLQV�� DQG� LQWHQVH� SUHVVXUH� WR� FXW� SULFHV� DQG
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TXLFNO\�GHYHORS�DQG�PDUNHW�QHZ�SURGXFWV�ZLWK�VKRUWHU�OLIH�F\FOHV�±�DOO

ZLWK� VLJQLILFDQWO\� VKRUWHU� WXUQDURXQG� WLPHV�� ,Q� DGGLWLRQ�� WKH� EDQNLQJ

LQGXVWU\�KDV�EHHQ�VXEMHFWHG�WR�WKH�FRPSHWLWLYH�IRUFHV�RI�GHUHJXODWLRQ

LQ� ERWK� WKHLU� DFWLYLWLHV� DQG� SULFHV�� 7KH� µLQWHUQDWLRQDOLVDWLRQ¶� RI

ILQDQFLDO�PDUNHWV�QHFHVVLWDWHV�WKH�HVWDEOLVKPHQW�RI�XQLYHUVDO�VWDQGDUGV

RI� FRUSRUDWH� JRYHUQDQFH� IRU� ILQDQFLDO� LQVWLWXWLRQV�� 7KHVH� VWDQGDUGV

LQFOXGH�EXW� DUH� E\� QR�PHDQV� OLPLWHG� WR�� D�� HQKDQFHG�PRQLWRULQJ�� E�

LPSURYHG�GLVFORVXUH� DQG�DFFRXQWLQJ�SUDFWLFHV�� F�� EHWWHU� HQIRUFHPHQW

RI� FRUSRUDWH� JRYHUQDQFH� UXOHV� DQG� WKH� FRUSRUDWH� JRYHUQDQFH

IUDPHZRUN�� DQG� G�� VWUHQJWKHQLQJ� LQVWLWXWLRQV� WKURXJK� PDUNHW

GLVFLSOLQH�

7KLV� SDSHU� DFNQRZOHGJHV� WKDW� GLIIHUHQW� VWUXFWXUDO� DSSURDFKHV� WR

FRUSRUDWH�JRYHUQDQFH�H[LVW�DFURVV�FRXQWULHV��DQG�HQFRXUDJHV�SUDFWLFHV

ZKLFK�FDQ� VWUHQJWKHQ�FRUSRUDWH�JRYHUQDQFH�XQGHU�GLYHUVH� VWUXFWXUHV�

7R� LPSURYH� WKH� VWUXFWXUH�RI�� DQG� IUDPHZRUN� IRU�� VXFK� LQVWLWXWLRQV� WR

RSHUDWH�HIIHFWLYHO\��DQ�LPSRUWDQW�WDVN�IRU�VXSHUYLVRUV�DQG�UHJXODWRUV�LV

WR�HQVXUH�WKDW�LQFHQWLYHV�H[LVW�WR�HQFRXUDJH�VHQLRU�EDQN�PDQDJHPHQW

WR�DGRSW�JRRG�UHJXODWRU\�SUDFWLFHV�WKDW�DSSUR[LPDWH�WKH�HFRQRPLF�ULVN

H[SRVXUH� RI� WKH� ILQDQFLDO� LQVWLWXWLRQ�� %HFDXVH� GLIIHUHQW� QDWLRQDO

PDUNHWV�ZLOO�KDYH�GLIIHUHQW�W\SHV�RI�HFRQRPLF�ULVN�WR�SURWHFW�DJDLQVW�

WKHUH� ZLOO� EH� QR� XQLYHUVDOO\� FRUUHFW� DQVZHUV� WKDW� DFFRXQW� IRU

GLIIHUHQFHV� LQ� ILQDQFLDO� PDUNHWV� DQG� WKDW� ODZV� QHHG� QRW� EH� XQLIRUP

IURP�FRXQWU\�WR�FRXQWU\��5HFRJQLVLQJ� WKLV��VRXQG�JRYHUQDQFH�FDQ�EH

SUDFWLVHG�UHJDUGOHVV�RI�WKH�IRUP�XVHG�E\�D�EDQNLQJ�RUJDQLVDWLRQ��7KH

RUJDQLVDWLRQDO� VWUXFWXUH� RI� DQ\� EDQN�� KRZHYHU�� VKRXOG� LQFOXGH� IRXU

IRUPV� RI� RYHUVLJKW�� ���� RYHUVLJKW� E\� WKH� ERDUG� RI� GLUHFWRUV� RU

VXSHUYLVRU\�ERDUG������RYHUVLJKW�E\�QRQ�H[HFXWLYH�LQGLYLGXDOV�ZKR�DUH

QRW� LQYROYHG� LQ� WKH� GD\�WR�GD\�PDQDJLQJ� RI� WKH� EXVLQHVV�� ���� GLUHFW

OLQH�VXSHUYLVLRQ�RI�GLIIHUHQW�EXVLQHVV�DUHDV��DQG����� LQGHSHQGHQW� ULVN

PDQDJHPHQW� DQG� DXGLW� IXQFWLRQV�� 5HJXODWRUV� VKRXOG� DOVR� XWLOLVH

DSSURSULDWH� FULWHULD� WR� HQVXUH� WKDW�NH\�SHUVRQQHO�PHHW� ILW� DQG�SURSHU

VWDQGDUGV�� 7KHVH� SULQFLSOHV� VKRXOG� DOVR� DSSO\� WR� JRYHUQPHQW�RZQHG

EDQNV��EXW�ZLWK�WKH�UHFRJQLWLRQ�WKDW�JRYHUQPHQW�RZQHUVKLS�PD\�RIWHQ

PHDQ�GLIIHUHQW�VWUDWHJLHV�DQG�REMHFWLYHV�IRU�WKH�EDQN�
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