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�
7KH�DWWUDFWLRQ�RI�)RUHLJQ�([FKDQJH�DQG�WKH�UROH�RI�$&,�7KH�)LQDQFLDO�0DUNHWV�
$VVRFLDWLRQ�
�
7KH�ILQDQFLDO�PDUNHWV�DUH�KLJKOLJKWHG�WKHVH�GD\V�ZLWK�PDQ\�KHDGOLQHV��WKH�µ3HWUR�
'ROODU�SKHQRPHQRQ¶���RU�µ86�GROODU�±�TXR�YDGLV��"�¶��RU�µ6XE�3ULPH�±�ILQDQFLDO�WXUPRLO�
LQ�86�DQG�(XURSH¶��RU�µ%,6�FRQILUPV�VKDUS�LQFUHDVH�LQ�WKH�GDLO\�WUDGHG�);�YROXPH¶�RU�
µ0RQHWDU\�5HVHUYHV�±�WKH�$VLDQ�VWUHQJWK¶�«���
�
$W�DOO��WDONLQJ�DERXW�)RUHLJQ�([FKDQJH�LV�WDONLQJ�DERXW�VXSHUODWLYHV�LQ�WKH�)LQDQFLDO�
0DUNHWV���DQG�RI�FRXUVH�,�DP�YHU\�SURXG�IRU�EHLQJ�FKDUJHG�WR�UHSUHVHQW�WKHVH�WUDGHUV�
RQ�EHKDOI�RI�RXU�LQWHUQDWLRQDO�WUDGHUV�DVVRFLDWLRQ��,Q�WKLV�FROXPQ�,�ZLOO�VSRW�RQ�WKH�
P\VWHU\�RI�)25(;��);�RU�)RUHLJQ�([FKDQJH�0DUNHWV��EXW�DOVR�LQWURGXFH�\RX�WR�WKH�
UROH�RI�$&,�7KH�)LQDQFLDO�0DUNHWV�$VVRFLDWLRQ���WKH�IRUPHU�)25(;�&OXE���
�
)LUVW�RII�DQG�ZLWKRXW�DQ\�GRXEW�WKH�)RUHLJQ�([FKDQJH�EXVLQHVV�LV�GRLQJ�JUHDW��,Q�WKHLU�
ODVW�WULHQQLDO�VXUYH\�WKH�%,6��%DQN�IRU�,QWHUQDWLRQDO�6HWWOHPHQW��MXVW�UHFHQWO\�
FRQILUPHG�WKH�VKDUS�LQFUHDVH�RI�WKH�);�PDUNHW�WR�������WULOOLRQ�LQ�WKH�RYHU�WKH�FRXQWHU�
DFWLYLWLHV�LQ�WKH�\HDU�WR�$SULO������VKRZLQJ�DQ�LQFUHDVH�RI�����LQ�FRPSDULVRQ�WR�
������:RZ�±�ZKDW�LV�GULYLQJ�WKHVH�PDUNHWV�VR�VWURQJ"�:KDW�LV�WKH�EXVLQHVV�EHKLQG�
DQG�ZKR�DUH�WKHVH�WUDGHUV��KHGJHUV�RU�LQYHVWRUV"�
�
�
);�DV�D�WUDGLQJ�WRRO�EXW�DOVR�QHZO\�GLVFRYHUHG�E\�LQYHVWRUV�
�
0DQ\�HOHPHQWV�DUH�OLQNHG�WR�);��ODUJHVW�RYHU�WKH�FRXQWHU�PDUNHW�LQ�WKH�ZRUOG��RSHQ�
���KRXUV�D�GD\������GD\V�D�ZHHN���JOREDO�PDUNHW��PDLQO\�XQUHJXODWHG��HDV\�PDUNHW�
DFFHVV��GHHS�PDUNHW�OLTXLGLW\��KLJK�OHYHUDJH�SRVVLELOLWLHV��VLPSOLFLW\�LQ�KDQGOLQJ��
QDUURZ�SULFHV��LQWHUEDQN�RU�H[FKDQJH�WUDGLQJ��PDUJLQ�WUDGLQJ��EXW�DOVR�HOHFWURQLF�DQG�
DOJRULWKPLF�WUDGLQJ��SULPH�EURNHUDJH��QR�RU�ORZ�FRPPLVVLRQ�IHHV��WHFKQLFDO�PDUNHW�
WUDGLQJ��LQWUDGD\�WUDGLQJ��YRODWLOLW\�«�����$W�WKH�YHU\�ILUVW�PRPHQW�);�ORRNV�UDWKHU�
FRPSOH[��$QG�LQGHHG�);�WUDGLQJ�GHPDQGV�IRU�GLVFLSOLQH��H[SHULHQFH�DQG�
FRQFHQWUDWLRQ��
�
%\�LWV�QDWXUH�RI�EHLQJ�D�YRODWLOH�WUDGLQJ�YHKLFOH�);�LV�QRW�RQO\�LQ�WKH�GDLO\�SUHVV�IRFXV�
EXW�LW�EHFDPH�DOVR�GLVFRYHUHG�E\�YDULRXV�PDUNHW�SDUWLFLSDQWV�LQYHVWRUV��)XUWKHUPRUH�
GXULQJ�WKH�SDVW�SHULRG�RI�ORZ�LQWHUHVW�UDWHV�PDQ\�QHZ�LQYHVWRUV�HQWHUHG�LQWR�WKH�);�
PDUNHWV�DLPLQJ�WR�HQKDQFH�WKHLU�SHUIRUPDQFH��7KH�DFKLHYHG�UHVXOWV�ZHUH�
HQFRXUDJLQJ�DQG�WKH�PDUNHW�KDV�JURZQ�ZLWK�WKHP��1RW�RQO\�PDUNHW�SURIHVVLRQDOV�EXW�
DOVR�UHWDLO�FXVWRPHUV�UHFRJQL]HG�WKH�);�PDUNHW�GXULQJ�WKH�SDVW�\HDUV�DQG�WKH�
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YHQGRUV�DQG�EDQNV�LQGXVWU\�MXPSHG�RQ�WKH�WUDLQ�SURYLGLQJ�WKH�PRVW�GLYHUVH�SODWIRUPV�
IRU�WUDGLQJ�WR�SRWHQWLDO�FXVWRPHUV��
�
,�DP�WHPSWHG�WR�VD\�WKDW�PDUNHW�SDUWLFLSDQWV�RU�HQWUDQWV�UHDOL]HG�IRUHLJQ�H[FKDQJH�DV�
D�UHOLDEOH�DQG�HYHQ�EHWWHU�SUHGLFWDEOH�LQVWUXPHQW�WKDQ�H�J��WKH�HTXLW\�PDUNHWV��RI�
FRXUVH�GHSHQGLQJ�RQ�HFRQRPLF�VWDJH�RI�D�F\FOH���)RU�LQVWDQFH��GXULQJ�WKH�SDVW�
FRXSOH�RI�PRQWKV�ZH�KDYH�VHHQ�PDQ\�H[DPSOHV�ZKHQ�VWRFN�PDUNHWV�FUDVKHG�E\�H�J��
����RU�HYHQ�PRUH�ZLWKLQ�YHU\�VKRUW�WLPH��2Q�WKH�RWKHU�KDQG�LW�ZLOO�EH�KDUGO\�
LPDJLQDEOH�WKDW�H�J��WKH�(85�ZLOO�FROODSVH�LQ�WKH�);�PDUNHWV�IURP������DJDLQVW�WKH���
WR������ZLWKLQ�RQH�RU�D�IHZ�GD\V��%XW�WDNH�FDUH�VRPHWLPHV�ZH�DUH�UHDOL]LQJ�VLPLODU�
PRYHPHQWV�LQ�HPHUJLQJ�PDUNHWV�EXW�WKH\�VWD\�WKH�H[FOXVLRQ�DQG�ZLOO�EH�WUHDWHG�LQ�
GLIIHUHQW�PDQQHU�E\�ULVN�PDQDJHPHQW�ZKHQ�WUDGHG��6R�ZKLOVW�VWRFN�PDUNHWV��HYHQ�
EOXH�FKLSV��PLJKW�FUDVK�RYHUQLJKW�ZH�PDLQO\�ZLOO�VHH�VXFK�GHYHORSPHQWV�RI�ODUJHU�
DSSUHFLDWLRQV�GHSUHFLDWLRQV�LQ�WKH�);�PDUNHWV�RYHU�ORQJHU�SHULRGV��([FHSWLRQV�LQ�);�
DUH�DOZD\V�SRVVLEOH��
�
1RW�IRU�EHLQJ�PLVXQGHUVWRRG��);�WUDGLQJ�LV�DQG�ZLOO�VWD\�D�FKDOOHQJH�IRU�WUDGHUV�DQG�
RWKHU�LQYHVWRUV��7UDGHUV�GR�KDYH�WR�NHHS�XS�PDUNHWV¶�OLTXLGLW\�DQG�WKH\�GR�QHHG�WR�
UHDFW�LPPHGLDWHO\�RQ�SROLWLFDO�RU�HFRQRPLFDO�VWDWHPHQWV�DQG�GHYHORSPHQWV��'LIIHUHQW�
W\SHV�RI�WUDGHUV�DUH�ZDWFKLQJ�DQG�IROORZLQJ�WKH�GDLO\�RU�SHULRGLFDO�PRYHPHQWV��:H�
PLJKW�FODVVLI\�WKHP�LQWR�WKH�WLFN�WUDGHUV��VFDOSHU���WKH�GD\�WUDGHUV��VZLQJ�WUDGHUV�DQG�
SRVLWLRQ�WUDGHUV��6RPH�RI�WKHP�DUH�ORRNLQJ�RQO\�IRU�D�IHZ�WLFNV�GXULQJ�D�GD\�ZKLOVW�
RWKHUV�DUH�FKHFNLQJ�WKH�IXQGDPHQWDOV�RU�GRLQJ�WHFKQLFDO�DQDO\VLV�LQ�WKH�PDUNHWV�IRU�
WKHLU�WUDGLQJ�GHFLVLRQV��(YHU\�RQH�RI�WKHP�EHKDYHV�GLIIHUHQW�LQ�WKH�PDUNHWV��,QYHVWRUV�
DUH�PDLQO\�VHHNLQJ�IRU�FDUU\�WUDGHV�±�ERUURZLQJ�D�ORZ�\LHOG�FXUUHQF\�DQG�LQYHVWLQJ�LQ�
D�KLJK�\LHOGLQJ�RQH��7KHLU�GHFLVLRQV�DUH�PDLQO\�LQIOXHQFHG�RQ�WKH�RXWORRN�RI�FXUUHQF\�
YRODWLOLW\��,Q�SULQFLSOH�PDUNHWV�SURYLGH�H[FHOOHQW�OLTXLGLW\�DQG�WKH�VSUHDGV�DUH�PRVWO\�
YHU\�QDUURZ��
�
�
)RUHLJQ�([FKDQJH�5HVHUYHV�DQG�WUDGHG�YROXPHV�
�
7KH�);�PDUNHWV�DUH�LQIOXHQFHG�E\�PDQ\�IDFWRUV��7UDGHUV�RU�RWKHUV�DUH�WDNLQJ�WKHLU�
SRVLWLRQV��SURYLGLQJ�OLTXLGLW\�WR�WKH�PDUNHWV���EXW�DOVR�IXOILOOLQJ�WKH�GDLO\�RUGHUV��6RPH�
RI�WKHP�DUH�HQRUPRXV�VL]HG�VR�WKDW�WKHLU�H[HFXWLRQ�RIWHQ�PRYHV�WKH�PDUNHWV�±�DW�
OHDVW�IRU�D�VKRUWHU�SHULRG��2Q�WKH�RWKHU�KDQG�HFRQRPLF�RU�SROLWLFDO�GHYHORSPHQWV�DUH�
GLUHFWO\�LQIOXHQFLQJ�WKH�PDUNHWV��(YHU\�GD\�WKH�ZKROH�LQGXVWU\�ORRNV�DIWHU�WKH�UHOHDVH�
RI�ILJXUHV��HFRQRPLF�LQGLFDWRUV��±�WKH\�ZLOO�KDYH�LPPHGLDWH�FRQVHTXHQFHV�WR�WKH�
PDUNHW��7KH\�VDPH�KDSSHQV�ZKHQ�SROLWLFDO�GHYHORSPHQWV�RU�HYHQ�WHUURULVW�DWWDFNV�
PLJKW�VXUSULVH�RXU�JOREH��
�
%XW�ZH�DOVR�VKRXOG�QRW�IRUJHW�RWKHU�ORQJ�WHUP�GULYLQJ�IDFWRUV�RI�);��:H�KDYH�WR�
UHDOL]H�WKH�ZRUOG�FKDQJHG�D�ORW��:KLOVW�WKH�%XQGHVEDQN�SOD\HG�D�PLJKW\�UROH�LQ�
SUHYLRXV�GD\V��GXH�WR�WKHLU�SRZHU�RQ�);�LQWHUYHQWLRQV�LQ�WKH�PDUNHWV�ZKHQ�
QHFHVVDU\���QRZ�DQG�FDXVH�RI�WKHLU�VL]H�VRPH�PDUNHW�SDUWLFLSDQWV�EHFDPH�QHDUO\�WKH�
VDPH�SRZHUIXO��6SHFLILFDOO\�LQ�HPHUJLQJ�PDUNHWV�WKH\�ZLOO�KDYH�WKH�SRZHU�WR�PRYH�
EXW�DOVR�ODUJHO\�LQIOXHQFH�WKHP��:KDW�GR�ZH�NQRZ�RQ�WKH�UHORFDWLRQ�RI�IRUHLJQ�
FXUUHQF\�UHVHUYHV�KHOG�ZRUOGZLGH"�:KLOVW�DSSUR[LPDWHO\�VWLOO�����RI�WKH�UHVHUYHV�DUH�
KHOG�LQ�86'�MXVW�VRPH�����DUH�NHSW�LQ�(85��6RPH�FRXQWULHV�DQQRXQFHG��WKH\�ZLOO�
PRUH�GLYHUVLI\�WKHLU�UHVHUYHV�LQ�WKH�IXWXUH��6R�LW�ZLOO�EH�HDV\�WR�SUHGLFW��WKDW�UHVHUYHV�
KHOG�LQ�(85�ZLOO�JURZ�IDVWHU�WKDQ�WKRVH�LQ�86'��7KHUH�VWLOO�UHPDLQV�WKH�ULVN�RI�DFWLYH�
VKLIWLQJ�IURP�86'�LQWR�(85�RU�RWKHU�FXUUHQFLHV��2QFH�VR�KDSSHQLQJ��ZH�PLJKW�IDFH�
WKDW�WKH�FXUUHQF\�VWUXFWXUH�PLJKW�JHW�FRQIXVHG��
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�
�
$Q�LQWHUHVWLQJ�YLHZ��EXW�WRR�IDU�OHDGLQJ�KHUH��RI�DQ�DGHTXDWH�OHYHO�RI�IRUHLJQ�
H[FKDQJH�UHVHUYHV�ZRXOG�EH��µ+RZ�PXFK�LV�HQRXJK"¶���DV�)RUHLJQ�&XUUHQF\�
5HVHUYHV�FRXQW�DV�D�ODVW�UHVRUW�VWRFN�RI�);�IRU�WKH�ILQDQFLQJ�RI�IRUHLJQ�FXUUHQF\�
RXWIORZV��%XW�UHVHUYHV�IXUWKHU�GR�KHOS�WR�PDLQWDLQ�WKH�FRQILGHQFH�LQ�WKH�FXUUHQF\�RI�D�
FRXQWU\���
�
:KLOVW�RQ�RQH�KDQG�WKH�UHVHUYHV�LQ�SDUWLFXODUO\�VRPH�FRXQWULHV�DUH�VWURQJ�ULVLQJ�WKH�
GDLO\�WUDGLQJ�YROXPHV�LQ�WKH�);�PDUNHWV�PRYHG�XS�WRR��E\�����IURP��������±�
���������7KH�IROORZLQJ�IDFWRUV�PRVW�SUREDEO\�KDYH�DFFRXQWHG�IRU�WKLV�GHYHORSPHQW��

•� H[SDQVLRQ�LQ�WKH�DFWLYLW\�RI�LQYHVWRU�JURXSV��LQFOXGLQJ�KHGJH�IXQGV��
•� H[SDQVLRQ�RI�UHWDLO�LQYHVWRUV�
•� D�WUHQG�IURP�LQVWLWXWLRQDO�LQYHVWRUV�ZLWK�D�ORQJHU�WHUP�LQYHVWPHQW�KRUL]RQ�
•� ³HOHFWURQLF�WUDGLQJ´��LQ�SDUWLFXODU�µDOJRULWKPLF�WUDGLQJ¶��

�
*URZWK�ZDV�UHSRUWHG�E\�WKH�%,6�VXUYH\�DFURVV�WKH�HQWLUH�DOO�LQVWUXPHQWV�EXW�LW�ZDV�
SDUWLFXODUO\�LPSUHVVLYH�LQ�WKH�);�VZDS�PDUNHWV��+HUH�,�KDG�OLNH�WR�VWUHVV�WKDW�WKH�8�.��
DQG�WKH�8�6��DUH�VWLOO�WKH�ZRUOG¶V�ODUJHVW�)RUHLJQ�([FKDQJH�0DUNHWV��
�
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7KH�5ROH�RI�$&,�±�7KH�)LQDQFLDO�0DUNHWV�$VVRFLDWLRQ�� �
�
$&,�±�7KH�)LQDQFLDO�0DUNHWV�$VVRFLDWLRQ�UHSUHVHQWV�WKH�LQWHUHVWV�RI�WKHLU�PHPEHUV��
ZRUNLQJ�ZLWKLQ�D�ILQDQFLDO�LQVWLWXWLRQ�RU�D�ILQDQFLDO�VHUYLFHV�SURYLGHU��7KHLU�PHPEHUV�
DUH��LQ�ODUJH�SDUW��HQJDJHG�ZLWKLQ�WKH�ILQDQFLDO�WUDGLQJ�RU�VDOHV�HQYLURQPHQW�LQ�WKH�
JOREDO�ILQDQFLDO�PDUNHWV��7KH�ILQDQFLDO�RI�PDUNHWV�SHU�GHILQLWLRQ�LQFRUSRUDWHV�)RUHLJQ�
([FKDQJH��,QWHUHVW�5DWH�3URGXFWV�DQG�RWKHU�6HFXULWLHV��%DQNQRWHV�	�%XOOLRQV��
3UHFLRXV�PHWDOV�DQG�&RPPRGLWLHV�DQG�WKHLU�YDULRXV�NLQGV�RI�'HULYDWLYHV���
�
$&,�SURYLGHV�D�VWDQGDUG�WR�WKH�,QWHUQDWLRQDO�)LQDQFLDO�0DUNHWV�LQ�WHUPV�RI�

•� PDLQWDLQLQJ�D�SURIHVVLRQDO�OHYHO�RI�FRPSHWHQFH�DQG�HWKLFDO�VWDQGDUGV��
•� PDUNHW�OLTXLGLW\�SURYLGHG�E\�WKHLU�WUDGHUV��
•� JLYLQJ�DGYLFH�DQG�RIIHULQJ�DUELWUDWLRQ�VHUYLFHV�LQ�SURIHVVLRQDO�GLVDJUHHPHQWV�RU�

GLVSXWHV���
•� RIIHULQJ�D�JOREDO�WKLUG�SDUW\�FHUWLILFDWLRQ��$&,�'HDOLQJ�&HUWLILFDWH��$&,�

2SHUDWLRQV�&HUWLILFDWH��$&,�'LSORPD��
•� SHUVRQDO�DQG�FRPSDQ\�QHWZRUNLQJ��

�
%HVLGHV�5HJXODWRUV��&HQWUDO�%DQNV�DQG�RWKHU�DXWKRULWLHV�WKH�UROH�RI�$&,�LV�WR�³ILQH�
WXQH´�WKH�WUDGHUV�FRPPXQLW\��WR�UHFRJQL]H�WKHLU�QHHGV�DQG�WR�UHSUHVHQW�WKHLU�
GHPDQGV��&RPLQJ�EDFN�WR�WKH�GDLO\�KHDGOLQHV�LQ�WKH�ILQDQFLDO�PDUNHWV�WKH\�DUH�MXVW�
XQGHUO\LQJ�WKH�LPSRUWDQFH�RI�DQ�$VVRFLDWLRQ�OLNH�RXUV���
�
(OHFWURQLF�7UDGLQJ�KDV�ODUJHO\�LQIOXHQFHG�RXU�WUDGHU¶V�EHKDYLRXU��2QH�RI�P\�JRDOV�ZLOO�
EH�WR�HQKDQFH�WKH�SHUVRQDO�FRQWDFWV�RI�WKH�WUDGHUV�DJDLQ��µ.QRZ�\RXU�PHPEHUV¶�RU�
µ.QRZ�\RXU�SDUWQHUV¶�ZLOO�EH�RQH�RI�P\�NH\ZRUGV�IRU�WKH�QH[W�WLPH��%HVLGHV�HGXFDWLRQ�
WKH�QHWZRUNLQJ�LV�RQH�RI�WKH�NH\V�IRU�SHUVRQDO�EXW�DOVR�IRU�FRPSDQ\�VXFFHVV���
�
:KLWH�ODEHOOLQJ�RI�RXU�EXVLQHVV�RU�WKH�PRVW�GLIIHUHQW�WUDGLQJ�SRVVLELOLWLHV�DUH�
FKDOOHQJLQJ�RXU�LQGXVWU\��0D\�ZH�UHFRPPHQG�WR�WUDGH�IRU�LQVWDQFH�YLD�DQ\�NLQG�RI�D�
µPHVVHQJHU¶"�+RZ�WR�EHKDYH�RQ�µRII�SUHPLVHV�WUDGLQJ¶"�HWF��$&,¶V�&RPPLWWHH�IRU�
3URIHVVLRQDOLVP�IRUPXODWHV�DQG�SURSRVHV�JXLGHOLQHV��ERWK�WHFKQLFDO�DQG�HWKLFDO��
FRQFHUQLQJ�WKH�RSHUDWLRQV�RI�WKH�PDUNHWV�DQG�WKH�SURIHVVLRQDO�DFWLYLWLHV�RI�$&,�
PHPEHUV��7KHVH�JXLGHOLQHV�FRPSULVH�µ7KH�0RGHO�&RGH¶��7KLV�&RGH�LV�GHVLJQHG�WR�
KDYH�JOREDO�DSSOLFDWLRQ�LQ�WKH�27&�SURIHVVLRQDO�ILQDQFLDO�SURGXFWV�PDUNHW��
�
2XU�)LQDQFLDO�0DUNHWV�DUH�ODUJHO\�LQIOXHQFHG�RU�GHWHUPLQHG�E\�HFRQRPLF�DQG�SROLWLFDO�
LQFLGHQWV��+RZHYHU�VKRFNV�DUH�DULVLQJ��LW�ZLOO�EH�DOZD\V�WKH�WUDGHU¶V�IDWH�RQ�WKH�IURQW�
WR�UHVLVW��WR�NHHS�XS�PDUNHW¶V�OLTXLGLW\�DQG�WR�SURWHFW�WKH�SRVLWLRQV��2Q�WKH�RWKHU�KDQG��
WR�HQDEOH�HIILFLHQW�DQG�VPRRWK�RSHUDWLRQV�LQ�WKH�WUDGLQJ�URRPV�$&,¶V�WDVNV�OLHV��
�

•� LQ�D�JOREDOO\�DFNQRZOHGJHG�SRUWDEOH�SURIHVVLRQDO�TXDOLILFDWLRQ�RI�WUDGHUV��YLD�
FHUWLILFDWLRQ��

•� LQ�VXSSRUWLQJ�D�IDLU�SOD\JURXQG�LQ�RXU�PRVWO\�XQUHJXODWHG�PDUNHWV�
�
DQG�ILQDOO\�
�

•� EHLQJ�WKH�DFDGHPLF�FRQVFLHQFH�LQ�WKH�LQGXVWU\�LQ�WLPHV�RI�PDUNHW�LPEDODQFHV��
�
�


