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4XHVWLRQQDLUH���³7KH�)XQFWLRQLQJ�RI�WKH�0RQH\�0DUNHWV�����´�
�
�
�
�
,1752'8&7,21�
�
,Q�WKH�UXQ�WR�WKH��� � � �$&,�:RUOG�&RQJUHVV��KHOG� LQ�9LHQQD�EHWZHHQ�WKH��� � � WR�WKH��� � � �RI�0D\�
������$&,�,QWHUQDWLRQDO�FDPH�XS�ZLWK�D�TXHVWLRQQDLUH�IRU�LWV�PHPEHUV�RQ�WKH�³)XQFWLRQLQJ�RI�WKH�
0RQH\�0DUNHWV´�� � 7KH� DLP� ZDV� WR� OHDUQ� IURP� ILUVW� KDQG� H[SHULHQFH� DERXW� WKH� YLHZV� RI� WKRVH�
ZRUNLQJ�LQ�WKH�UHFHQW�PDUNHW�FRQGLWLRQV���$V�SURPLVHG��WKH�PDLQ�YLHZV�DQG�VRPH�RI�WKH�ILQGLQJV�
IURP�WKH�UHSOLHV�UHFHLYHG�DUH�EHLQJ�FRPPXQLFDWHG�EDFN�WR�WKH�PHPEHUV�WKURXJK�WKLV�UHSRUW����
�
2YHUYLHZ��$�WRWDO�RI�����UHSOLHV�KDYH�EHHQ�UHWXUQHG�WR�WKH�3DULV�RIILFH��RXW�RI�ZKLFK���ZHUH�SXW�
DVLGH�EHFDXVH�RI� IDXOW\�FRPSOHWLRQ��$�UHJLRQ�DQDO\VLV�VKRZHG�WKDW�����FDPH�IURP�(XURSH������
IURP�$IULFD�DQG����IURP�WKH�0LGGOH�(DVW��ZLWK�WKH�UHPDLQLQJ�EHLQJ�XQLGHQWLILHG��0HDQZKLOH������
RI� UHVSRQGHQWV� VWDWHG� KDYLQJ� EHWZHHQ�
��� WR� ��� \HDUV� RI� H[SHULHQFH�� IROORZHG�
E\� ���� KDYLQJ� PRUH� WKDQ� ��\HDUV� DQG�
ZLWK�����DQG������KDYLQJ�EHWZHHQ���WR�
��� DQG� XS� WR� �� \HDUV� H[SHULHQFH��
UHVSHFWLYHO\���

������������������������������������������������������������������
7KH�TXHVWLRQQDLUH�ZDV�GHOLEHUDWHO\�NHSW�
VKRUW� WR� HQFRXUDJH� FRPSOHWLRQ� DQG� D�
SUL]H�GUDZ�ZDV�DWWDFKHG�WR�LW��,W�IRFXVHG�
RQ� WKUHH� PDLQ� LVVXHV� UHODWHG� WR� WKH�
OLTXLGLW\�FUXQFK��/LERU�)L[LQJ��FRQILGHQFH�
DQG� UROH� RI� 0RQH\� 0DUNHW� 7UDGHU�� 7KH�
TXHVWLRQV� DVNHG� LQFOXGHG� ERWK� FORVHG�
DQG�RSHQ�HQGHG�TXHVWLRQV���
�
�

$&,�7KH�)LQDQFLDO�0DUNHWV�$VVRFLDWLRQ�������5XH�GX�0DLO���)�������3$5,6�
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5(68/76�72�7+(�48(67,211$,5(�
�
4XHVWLRQ���
�
,W� KDV� EHHQ�ZLGHO\� UHSRUWHG� LQ� WKH� SUHVV� WKDW� VRPH� /LERU� )L[LQJV� GRHV� QRW� UHIOHFW� WKH� DFWXDO�
SUHYDLOLQJ�PRQH\�PDUNHW�UDWHV�IRU�FDVK��'R�\RX�DJUHH"����
:KLFK�)L[LQJV�QHHG�WR�EH�LPSURYHG�DQG�KRZ�WR�LPSURYH�WKH�TXDOLW\�RI�VXFK�)L[LQJ"��
�

�
5HVXOWV�UHODWHG�WR�WKH� ILUVW�SDUW�RI�WKH�DVNHG�
TXHVWLRQ�H[KLELWHG�LQ�FKDUW�QR�������
�
)URP�WKRVH�DJUHHLQJ�WKDW�WKH�IL[LQJ�GRHV�QRW�
UHSUHVHQW� SUHYDLOLQJ� FDVK� UDWHV�� ����
LQGLFDWHG�WKDW�WKLV�PDLQO\�FRQFHUQV�WKH�86'�
/LERU� IL[LQJ��ZKLFK�YDULHG�EHWZHHQ���� WR����
ESV�IURP�WKH�DFWXDO�UDWHV��$�KDQGIXO�KDV�DOVR�
SRLQWHG� WR� RII�PDUNHW� /LERU� IL[LQJV� IRU� WKH�
6ZLVV�)UDQF�DQG�WKH�6WHUOLQJ�� ,QWHUHVWLQJO\��D�
FRPPHQW� ZKLFK� FDPH� XS� WZLFH� LQGLFDWHG�
WKDW� IL[LQJ� IRU� WKH�&+)�EHORZ�DFWXDO�PDUNHW�
UDWHV�ZDV� DOVR� D�QRUPDO�FKDUDFWHULVWLF�� SULRU�
WR�$XJXVW���������
�

2Q�WKH�RWKHU�KDQG�����GLG�QRW�DJUHH� WR� WKH�VWDWHPHQW�SRVHG��)URP�WKHVH�� WKH� IROORZLQJ�WKUHH�
PDLQ�SRLQWV�KDYH�HPHUJHG���
�

L�� WKH�/LERU�IL[LQJ�LV�VWLOO�WKH�EHVW�UHIHUHQFH�RI�DFWXDO�PDUNHW�UDWHV�WKDW�RQH�FDQ�JHW���
LL�� WKDW�WKHUH�KDV�VLPSO\�EHHQ�D�UHDVVHVVPHQW�RI�FUHGLW�ULVN�DQG�VRPH�ORVW�DFFHVV�WR�/LERU�

ERUURZLQJ���
LLL�� LW�FRXOG�ZHOO�EH�WUXH�IRU�RWKHU�EDQNV�EXW�WKLV�KDV�QRW�HIIHFWHG�RXU�IXQGLQJ������

�
7R�WKH�VHFRQG�SDUW�RI�WKH�TXHVWLRQ�RQ�KRZ�FRXOG�WKH�IL[LQJV�EH�LPSURYHG��WKH�VWURQJHVW�FDOO�ZLWK�
����ZDV�WR� LQFUHDVH�WKH�QXPEHU�RI�SDQHO�EDQNV�SDUWLFLSDWLQJ� LQ�WKH� IL[LQJ��IROORZHG�E\����ZKR�
VXJJHVWHG� WKDW� WKH� IL[LQJ� VKRXOG� EH� FDOFXODWHG� DV� D� ZHLJKWHG� DYHUDJH� RI� FRQFOXGHG� WUDGHV�
WKURXJKRXW� WKH� GD\� DV� LV� GRQH� WR� WKH� 2,6�� $GGLWLRQDOO\�� ��� DVNHG� IRU� QHZ� PHWKRGRORJ\� DQG�
HVVHQWLDOO\�WR�FKDQJH�WKH�GHILQLWLRQ�RI�/LERU�IURP�EHLQJ�ZKHUH�LQVWLWXWLRQV�ZRXOG�EH�SUHSDUHG�WR�
µ%RUURZ¶�WR�ZKHUH�LQVWLWXWLRQV�ZRXOG�EH�UHDG\�WR�µ/HQG¶���
�
)LQDOO\�� WKH� IROORZLQJ� LV�D�VPDOO�VHOHFWLRQ�RI�WKH� LQGLYLGXDO�FRPPHQWV�UHFHLYHG� LQ�WKLV�VHFWLRQ�� LQ�
SRLQW�IRUP��
�

L�� OHW� WKH� 7UHDVXUHUV� VHW� XS� WKH� UDWH� DQG� QRW� SHRSOH� RXW� RI� WKH� PDUNHW�� H�J�� ORDQV�
GHSDUWPHQW����

LL�� /LERU�KDV�QR�UHDO�UHSUHVHQWDWLYH�IRU�LQWHUEDQN�DQ\�PRUH��7UHDVXUHUV�XVH�(RQLD�DQG�)HG�
IXQGV�UDWH�LQVWHDG���

LLL�� SHDN� VSUHDG� LV� ORFDWHG� LQ� 86'� �0� /LERU� ZKLFK� KDV� D� VLJQLILFDQW� LQIOXHQFH� LQ�
GHULYDWLYHV���

LY�� EDQNV�VKRXOG�FRQWULEXWH�WKHLU�UDWHV�ZLWKRXW�UHIHUHQFH�WR�UDWHV�FRQWULEXWHG�E\�RWKHU�
FRQWULEXWLQJ� EDQNV�� \HW� LW� LV� NQRZQ� NQRZOHGJH� WKDW� /LERUV� DUH� SUHWW\� PXFK�
SUHGHWHUPLQHG�E\�FRQVXOWDWLRQ�ZLWK�WKH�EURNHUV�HDUOLHU�LQ�WKH�GD\���

Y�� VSRQVRUV�RI�WKH� IL[LQJ��%%$�	�(XULERU��VKRXOG�HQVXUH�WKDW�SDQHO�EDQNV�DUH�DZDUH�RI�
WKH�UXOHV�IRU�WKH�SULFH�ILQGLQJ�DQG�FRQWULEXWH�RQO\�UDWHV�ZKLFK�DUH�LQ�FRPSOLDQFH�ZLWK�
WKRVH�UXOHV��0RUHRYHU��WKH�VSRQVRUV�VKRXOG�REWDLQ�LQIRUPDO�UDWHV�IURP�RWKHU�EDQNV�WR�
VSRW�DQG�LQYHVWLJDWH�DQ\�GLIIHUHQFHV�WR�WKH�DFWXDO�TXRWLQJ�IURP�WKH�SDQHO�EDQNV���������
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4XHVWLRQ�����
�
&HQWUDO�%DQNV�DURXQG�WKH�ZRUOG�KDYH�WULHG�LQ�YDULRXV�ZD\V�WR�UHVWRUH�WUXVW�LQ�WKH�PDUNHWV��7KH\�
KDYH�LQMHFWHG�XQSUHFHGHQWHG�DPRXQWV�RI�OLTXLGLW\�LQWR�WKH�EDQNLQJ�V\VWHPV��
�
�����:KDW�GR�\RX�WKLQN�WKDW�LV�QHHGHG�WR�UHVWRUH�FRQILGHQFH�WR�WKH�PDUNHWV"�
�
7R� WKLV�TXHVWLRQ������UHSOLHG� WKDW� ILUVW� WKHUH�QHHG�WR�EH�D� IXOO�GLVFORVXUH�RI�DOO� ORVVHV�DQG�ULVNV�
EHLQJ�KLGGHQ�LQ�WKH�EDODQFH�VKHHWV�RI�WKH�ELJ�EDQNV��$OVR�����KDYH�QRWHG�WKDW�WKH�EDQNV�QHHGHG�
WLPH� DQG� WKDW� HYHQWXDOO\� D� IHZ� SRVLWLYH� TXDUWHUO\� UHVXOWV� E\� WKH� EDQNLQJ� LQGXVWU\� ZLOO� UHVWRUH�
FRQILGHQFH����
�
$V�ZLWK�WKH�UROH�RI�WKH�&HQWUDO�%DQNV�LQ�PDQDJLQJ�WKH�FUHGLW�FUXQFK�UHVSRQGHQWV�ZHUH�VRPHZKDW�
GLYLGHG�ZLWK� ���� DVNLQJ� IRU�PRUH� LQMHFWLRQV� IRU� ORQJ� WHQRUV�ZKHUHDV� ��� WKRXJKW� WKDW� &HQWUDO�
%DQNV� VKRXOG� UHGXFH� WKHLU� LQWHUYHQWLRQ� LQ� WKH�PDUNHWV�� 7KH�JHQHUDO� YLHZ�RI� WKH� ODWWHU�ZDV� WKDW�
WKURXJK�WKHLU�LQWHUYHQWLRQV��&HQWUDO�%DQNV�DUH�VLPSO\�EX\LQJ�WLPH�DQG�SURORQJLQJ�WKH�FULVLV���
�
2WKHU�VHOHFWLYH�UHSOLHV�WR�ZKDW�LV�QHHG�WR�UHVWRUH�FRQILGHQFH�LQ�WKH�PDUNHWV�LQFOXGHG���
�

L�� D�JRRG�EHQFKPDUN��
LL�� WLJKWHU�UHJXODWLRQV�RQ�OHYHUDJHG�EX\RXWV����
LLL�� VLPSOLILHG�DFFRXQWLQJ�VWDQGDUGV�WKDW�FRXOG�EH�XQGHUVWRRG�E\�DOO���

��
)LQDOO\��DQ� LQWHUHVWLQJ�SRLQW�ZDV� WKDW� WKH�(&%�VKRXOG�UHGXFH� ILQH� WXQLQJ�RSHUDWLRQV�E\�ZKLFK� LW�
DEVRUEV�H[WUD�OLTXLGLW\�DW�WKH�HQG�RI�HDFK�PDLQWHQDQFH�SHULRG�VR�DV�WR�SHQDOL]H�PRUH�WKRVH�EDQNV�
KRDUGLQJ�XQQHFHVVDU\�FDVK����
�
�����+DV�0RQH\�0DUNHW�JRQH�RXW�RI�VW\OH"��
�
����PDUNHG�12��
����PDUNHG�<(6��
�
�����,V�ZHOO�IXQFWLRQLQJ�00�RI�LPSRUWDQFH�DQG�ZKDW�ZLOO�EH�WKH�IXWXUH�UROH�RI�WKH�00�WUDGHU"��
�
7R�WKH�DERYH�TXHVWLRQ������RI�WKH�UHVSRQGHQWV�VDLG�WKDW�WKH�PRQH\�PDUNHW�WUDGHU�ZLOO�UHPDLQ�RI�
YLWDO�LPSRUWDQFH�WR�EDQNV�DQG�WKDW�LWV�UROH�ZLOO�UHPDLQ�WKDW�RI�GRLQJ�ZKDW�WKH\�KDYH�DOZD\V�EHHQ�
GRLQJ� L�H�� IXQGLQJ� LQ� WKH�FKHDSHVW�ZD\�� LQYHVWLQJ� IXQGV� DFWLYHO\� DQG�QXUWXULQJ� D� VWDEOH� IXQGLQJ�
EDVH� IRU� WKH�EDQN��$GGLWLRQDOO\�� D� JRRG�QXPEHU�RI� UHVSRQGHQWV�KDYH�KLJKOLJKWHG� WKDW�KDYLQJ�D�
ZHOO�HVWDEOLVKHG�DQG�ZHOO�HGXFDWHG�PRQH\�PDUNHW�WUDGHUV�ZDV�RQH�RI�WKH�PRVW�LPSRUWDQW�DVVHWV�
WR�KDYH�GXULQJ�WKH�WXUPRLO����
�
6WLOO�����SRLQWHG�RXW�WKDW�WKH�MRE�RI�D�PRQH\�PDUNHW�WUDGHU�KDV�FKDQJHG�DQG�WKDW�QRZDGD\V�LW�LV�
EHFRPLQJ�PRUH� UHODWHG� WR� WKDW� RI� D� OLTXLGLW\�PDQJHU� UDWKHU� WKDQ� WR� D� WUDGHU�� $GGLWLRQDOO\� WZR�
UHVSRQGHQWV� KDYH� DQWLFLSDWHG� WKDW� LQ� WKH� IXWXUH�00�'HVN�ZLOO� EHFRPH� D� VHUYLFH� FHQWUH� UDWKHU�
WKDQ�D�SURILW�FHQWUH�������
�
2WKHU�VWDWHPHQWV�LQFOXGHG�LQ�WKLV�VHFWLRQ�ZRUWK�PHQWLRQLQJ�DUH��

�
L�� PRQH\�PDUNHWV�DUH�RI�XWPRVW�LPSRUWDQFH�WR�WKH�PDFUR�HFRQRP\�DV�WKH\�DUH�NH\�WR�DQ�

HIILFLHQW�WUDQVPLVVLRQ�RI�PRQHWDU\�SROLF\���
LL�� OLTXLGLW\�ULVN�DQG� LWV�PDQDJHPHQW�KDV�EHFRPH�D�WRS�SULRULW\� IRU�6XSHUYLVRU\�%RDUGV��

5HJXODWRUV�DQG�/HJLVODWRUV�DOLNH���
LLL�� 00�WUDGHUV�ZLOO�DOZD\V�EH�WKHUH�DV�ILUHILJKWHUV��UHDG\�WR�ILJKW�WKH�QH[W�ILQDQFLDO�FULVLV���

�
�
�
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4XHVWLRQ����
�
:KHQ�ZLOO�WKH�FUHGLW�FUXQFK�EH�RYHU�DQG�ZKDW�GR�\RX�WKLQN�LV�WKH�PDLQ�UHDVRQ�EHKLQG�WKH�KLJK�
FDVK�LQWHUEDQN�UDWHV"�

�
7KH�UHVXOWV�RI�WKH�ILUVW�SDUW�RI�WKH�TXHVWLRQ�
DUH� UHSUHVHQWHG� LQ� &KDUW� ��� $V� IRU� WKH�
VHFRQG� SDUW�� ���� WKRXJKW� WKDW� LW� KDV�
VLPSO\�WR�GR�ZLWK�VXSSO\�DQG�GHPDQG������
SRLQWHG�WR�FUHGLW�FRQFHUQV�RU�ODFN�RI�WUXVW�
EHWZHHQ� EDQNV�� ZKHUHDV� ���� FLWHG�
PDQDJHPHQW¶V� VWULFW� RUGHUV�QRW� WR� OHQG� LQ�
WKH� LQWHUEDQN� PDUNHW�� � $GGLWLRQDOO\�� ���
QRWHG� RYHU� UHVHUYLQJ� RU� KRDUGLQJ� RI� FDVK��
��� H[SORLWDWLRQ� E\� OLTXLG� EDQNV� WR� HDUQ�
PRUH�PRQH\� VLQFH�PDQ\� DVVHWV� DUH� OLQNHG�
WR� YDULDEOH� UDWHV�� DQG� ILQDOO\� ��� QRWHG�
GHVSHUDWLRQ�IRU�FDVK����
�
�
�

�
$�VHOHFWLRQ�RI�WKH�DUJXPHQWV�RU�VWDWHPHQWV�SURYLGHG�E\�UHVSRQGHQWV�LQ�WKHLU�FODLP�WR�ZK\�UDWHV�
DUH�VR�KLJK�LV�LQFOXGHG�EHORZ���
�

L�� DQ�HUURQHRXVO\�ORZ�/LERU�IL[LQJ�PHDQV�WKDW�WUDGHUV�ZRXOG�HQG�WUDSSHG�VKRUW�RI�IXQGV�
DW�D�UDWH�ZKLFK�WKH\�FDQQRW�IXQG�WKHPVHOYHV��7KHUHIRUH��WUDGHUV�DUH�KRDUGLQJ�DOO�IXQGV�
WKDW� WKH\� KDYH� RU� FDQ� REWDLQ� VR� DV� WR� UHFWLI\� DQ\� WKHLU� SRVLWLRQV�� 0RUHRYHU�� WKRVH�
KDYLQJ� DFFHVV� WR� &HQWUDO� %DQN�PRQH\� GR� QRW� KDYH� DQ� LQFHQWLYH� WR� RIIHU� LW� EDFN� LQ�
LQWHUEDQN��

LL�� OLTXLGLW\�FRVW�SULRU�WR�$XJXVW������ZDV�WRR�ORZ�ZKHUHDV�QRZ�WKH\�DUH�DUJXDEO\�WRR�
KLJK��WKHUHIRUH�WKH�PDUNHW�LV�WU\LQJ�WR�DGMXVW�LWVHOI�WR�ILQG�WKH�DSSURSULDWH�OHYHO��

LLL�� %DVHO�,,�DQG�RWKHU�UHJXODWLRQV�FRQFHUQLQJ�OLTXLGLW\�GLVFRXUDJH�EDQNV�WR�OHQG�PRQH\�LQ�
WKH�LQWHUEDQN�RWKHU�WKDQ�IRU�YHU\�VKRUW�SHULRGV�����

LY�� ILQDOO\�RQH�PHQWLRQHG�WKDW�FDVK�LV�D�FRPPRGLW\�ZKLFK�KDV�VXGGHQO\�EHFRPH�VFDUFH�DV�
WKH�ELJ�EDQNV�QHHG�LW�WR�ILQDQFH�WKH�QXPEHU�RI�6SHFLDO�,QYHVWPHQW�9HKLFOHV�EURXJKW�
RQ�WKHLU�EDODQFH�VKHHW��IROORZLQJ�WKH�FROODSVH�RI�WKH�VXE�SULPH�PDUNHW���

�
�
6XPPDU\�E\����
5HXEHQ�&DUXDQD�
RQ�EHKDOI�RI�$&,�,QWHUQDWLRQDO���
�
� � � � �

5HVSRQVH�RQ�(QG�WR�)LQDQFLDO�&ULVLV
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