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&ROODWHUDO SROLF\ DQG SROLF\ UHJDUGLQJ WKH ULVN
$PRXQWV RI FRXQWHUSDUW\ FUHGLW ULVN

([HEXWLYH VXPPDU\ &9% FDSLWDO FKDUJH
,QWURGXFWLRQ ,QIRUPDWLRQ RQ WKH VWDQGDUGLVHG DSSURDFK
*HQHUDO UHSRUWLQJ UHTXLUHPHQWYV ,QIRUPDWLRQ RQ HIWHUQDO FUHGLW DVVHVVPHQW LQVW

&RPSDQ\ QDPH DQG GLIIHUHQFHY DPRQJ WKH FRQVROLGDWHG *URXS IRRUWEHW UDWLQJV RI SXEOLF VHFXULWLHV LVVXHV
SXUSRVHV RI WKH FDSLWDO DGHTXDF\ UHJXODWLRQ DQG WKH DFFRXQWLQJ FLYFRK®PWH YDOXHYV EHIRUH DQG DIWHU DSSOLFDWLRQ RI

&RPSDQ\ QDPH DQG VFRSH RI DSSOLFDWLRQ WHFKQLTXHV
'LITHUHQFHY DPRQJ WKH FRQVROLGDWHG *URXS IRU WKH SXUSRVHVRUHKDSGRDQ@ Rl H[SRVXUH YDOXHV E\ ULVN ZHLJKWYV
DGHTXDF\ DQG DFFRXQWLQJ UHIJXODWLRQV ,QIRUPDWLRQ RQ WKH ,5% DSSURDFK

5HFRQFLOLDWLRQ RI WKH SXEOLF EDODQFH VKHHW IURP WKH DFFRX@\YHQb ¥FARSR VR WLRQ

WKH UHJXODWRU\ VFRSH (ISRVXUH YDOXHV E\ FDWHJRU\ DQG REOLJRU OHYHOV
ODLQ FKDQJHV LQ WKH *URXS V VFERSH LQ ILQDQFLDO \HDU 5LVN ZHLJKWLQJV Rl VSHFLDOLVHG OHQGLQJ H[SRVXUHV
6XEVLGLDULHV ZLWK VKDUHKROGHUV HTXLW\ EHORZ WKH UHTXLUHG PLERRXR | oL w\ Rl '"HIDXOW 3° SHU SRUWIROLR
(IHPSWLRQV WR FDSLWDO FKDUJHV DW DQ LQGLYLGXDO RU VXE FRQVRQLGRWHC PHN B2 wWLIDWLRO WHEKQLTXHV

5LVN PDQDJHPHQW DQG FRQWURO V\VWHP 5LVN PDQDJHPHQW SROLFL
REMHET L PRGHO"\%)&B&?HV LQ WKH SHULRG LQ WHUPV RI ULVN ZHLJKWHG

BULQFLSOHY DQG FXOWXUH RI ULVN PDQDJHPHQW DQG FRQWURO &RPSDUDWLYH DQDO\VLV Rl HYWLPDWHV PDGH
*
RYHUQDQFH RI WKH ULVN IXQFWLRQ 6HFXULWLVDWLRQV

QWHUQDO FRPPLWWHHYV *HQHUDO FKDUDFWHULVWLFV
5LVN FRQWURO DQG PDQDJHPHQW IXQFWLRQ VWUXFWXUH DQG LQWHUQRG| wivDWLROV RULJLQDWHG

RUJDQLVDWLRQ
WP LWLVDWLRQV
5LVN PLWLIJDWLRQ DQG KHGJLQJ SROLFLHV 6XSHUYLVLRQ VWUD\(/QVHJLHVQIX SRR WVLRAY Q

QIRUPDWLRQ RQ VKDUHKROGHUV HTXLW\ IRUPDWL%Q RQ FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHYV

DL FKDUDFWHULVWLFV RI FUHGLW ULVN PLWLJDWLR
(OHPHQWYV WKDW FRQVWLWXWH VKDUHKROGHUYV HTXLW\ 0 Q v v UHG v J Q
$PRXQW RI VKDUHKROGHUV HTXLW\ 2Q EDODQFH VKHHW DQG RIl EDODQFH VKHHW QHWWLQJ

&DSLWDO EXIIHUV i‘f\j’\'?L;E;JHFED\\I’VTJ%;SRFROODWHUDo
05(/ DQG 7/$& QFHQ Q

,QIRUPDWLRQ RQ NH\ LQGLFDWRUY DQG VKDUHKROGHUV HTXLW\ UHOF?(EUH%H&W.? II_:(EiVWIFHs\)/\)/:V\\IIV\)/ ;:OOC? II;L;J V\\/IVLEJIIDD(SLLQJJ ISRTJUVV\YILT-IOSL;USF
%UHDNGRZQ RI ULVN ZHLJKWHG H[SRVXUH Q Q Q

RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWLR
'"HVFULSWLRQ RI WKH LOQWHUQDO FDSLWDO DGHTXDF\ DVVHVVPHQW QHBEB}!WHULVWLFV RI WKH ULVN PDQDJHPHQW V\VWHP DQG

&UHGLW ULVN 2ZQ IXQGV UHTXLUHPHQWYV IRU PDUNHW ULVN
,QIRUPDWLRQ RQ FUHGLW ULVNYV 2SHUDWLRQDO ULVN

PSDLUPHQW RI'TLQDQFLDO DVVHWYV 0DQDJHPHQW RI RSHUDWLRQDO ULVN

7UDQVIHUV DQG UHPRYDOV IURP WKH EDODQFH VKHHW RI ILQDQFLDQ LQVIIXPHW YW vWUDWHILHY DQG SURFHVVHY
&ULWHULD IRU WKH UHFRJQLWLRQ RI HDUQLQJV ZKHQ UHPRYLQJ DVYEWM, REFW KAy U X Fw X U H

EDODQFH VKHHW OHDVXUHPHQW FRQWURO DQG LQIRUPDWLRQ V\VWHPV
'QIRUPDWLRQ RQ HISRVXUH WR FUHGLW ULVN 3ROLFLHVIF\’QU FRYI?UL J D QG UHQGXFL J RSI—?UDWLR DO

ODWXULW\ RI H[SRVXUHYV Q Q Q Q
OHWKRGV IRU FDOFXODWLQJ DQG DVVHVVLQJ RSHUDWLRQD

GUHGLW TXDOLWA RI FUHGLW ULVN HISRVXUHV 5LVN ZHLJKWHG H[SRVXUH DQG RSHUDWLRQDO ULVN FDSLW
,QIRUPDWLRQ RQ FRXQWHUSDUW\ FUHGLW ULVN [ Q Q
*URXS RSHUDWLRQDO ULVN SURILOH

&RXQWHUSDUW\ FUHGLW ULVN PDQDJHPHQW SROLF\
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(TXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG ¥XQ@B8WD L QDEHD VW HIR®D LRV

WUbGLQJ $'1 6XVWDLQDELOLW\ 30DQ
'LVWLQFWLRQ EHWZHHQ SRUWIROLRV KHOG IRU VDOH DQG IRU VWUYRWRIWDEYBERBI W\ 3000
3RUWIROLR DW IDLU YDOXH WKURXJK SURILW RU ORVV ‘1$ 6XVWDLQDELOLW\ 30DQ
3RUWIROLR DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLY Hyk QRRRNY/ WRQHV IRU
3RUWIROLRYV KHOG IRU VWUDWHJILF SXUSRVHV $ VWUDWHJI\ UHFRJQLVHG E\ WKH PDUNHW
$FFRXQWLQJ SULQFLSOHY DQG PHDVXUHPHQW RI LQVWUXPHQWYV (QYLURQPHQWDO ULVN
&DUU\LQJ DPRXQW RI HTXLW\ LQYHVWPHQWYV DQG FDSLWDO LQVWUXPHQWY| QHVV VWUDWHJILHY DQG SURFHVVHV
EWUXFWXUDO LQWHUHVW UDWH DQG IRUHLJQ H[FKDQJH ULVN 6WUDWHJILF OHYHUV RQ H[SRVXUH WR SROOXWLQJ VHFWRUV

v QWHUHVW UDWH ULVN RI SRVLWLRQV QRW LQFOXGHG LQ WKH Wi e Wi SRUM RALUR IRU FOLPDWH FKDQJH PLWLJDWLRQ DFWLR
6FRSH DQG JRYHUQDQFH RI VWUXFWXUDO LQWHUHVW UDWH ULVN  *RYHUQDQFH

*HQHUDO VWUXFWXUDO VWUDWHJILHV IRU PDQDJLQJ DQG FRQWURO Gl QN \PHHHAWEHB R
LQWHUHVW UDWH ULVN ODWHULDOLW\

OHWKRGV RI PHDVXUHPHQW $VVXPSWLRQV 5LVN PDQDJHPHQW LQ ILQDQFLQJ

5HIXODWRU\ VFHQDULRYV IRU LQWHUHVW UDWH VKRENYV 5LVN PDQDJHPH YHVWPHQWV

&XUUHQW H[SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH ULVI\ém\HHB’\LVSL{J\ O%WQRFP(gWR (6* ULVN PDQDJHPHQW
,QWHUQDO VFHQDULRYV IRU LQWHUHVW UDWH VKRFNV

QWLILFDWLRQ DQG PHDVXUHPHQW
&XUUHQW H[SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH Uk\éusR VBMQQQURI\PI%B{%PHQW

DSSURDFK
([FKDQJH UDWH ULVN
ODQDJHPHQW RI VWUXFWXUDO IRUHLJQ FXUUHQF\ ULVN
/JLTXLGLW\ DQG IXQGLQJ ULVN
*RYHUQDQFH DQG PRQLWRULQJ RI IXQGLQJ DQG OLTXLGLW\ U
/JLTXLGLW\ DQG IXQGLQJ SURVSHFWYV
/JLTXLGLW\ FRYHUDJH UDWLR /&5
1HW VWDEOH IXQGLQJ UDWLR 16)5
/JHYHUDJH
‘"HILQLWLRQ DQG FRPSRVLWLRQ Rl WKH OHYHUDJH UDWLR
7UHQGV LQ WKH OHYHUDJH UDWLR
0DQDJLQJ WKH ULVN RI H[FHVVLYH OHYHUDJH
,QIRUPDWLRQ RQ DVVHW HQFXPEUDQFH
5HPXQHUDWLRQ
,QIRUPDWLRQ RQ WKH GHFLVLRQ PDNLQJ SURFHVV IRU HVWDEOLVKLQJ

ORUWJDJH SRUWIROLR
$VVHVVPHQW
3RUWIROLR DOLJQPHQW
§RQVLWLYLW\ DQDO\VLYV
([SRVXUH PHWKRG
$FWLRQ
%XVLQHVV ZLWK (6* FULWHULD
(XURSHDQ 7D[RQRP\ UHTXLUHPHQWYV
6RFLDO ULVN
%XVLQHVYV VWUDWHJI\ DQG SURFHVVHV
*RYHUQDQFH
5LVN PDQDJHPHQW
*RYHUQDQFH ULVN
"BYHUQDQFH DQG ULVN PDQDJIHPHQW

UHPXQHUDWLRQ SROLF\ ,QGLFDWRUV Rl SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG W
3ULQFLSOHV Rl %DQNLQWHU V UHPXQHUDWLRQ SROLF\ &UHGLW TXDOLW\ RI H[SRVXUHV E\ VHFWRU LVVXHV DQC
"HVFULSWLRQ RI WKH W\SHV Rl HPSOR\HHV DQG H[HFXWLYHV FRQV LGHUH@Q\GHQQQDLVMEUDOLVHG E\ LPPRYDEOH SURSHUW\ & (Qf

VWDII FROODW
&KDUDFWHULVWLFV RI WKH UHPXQHUDWLRQ VFKHPH DSSOLHG WR LGHPLRERWH WHRQRIH WUDQVLWLRQ ULVN +DUPRQLVDWLRQ
4XDQWLWDWLYH LQIRUPDWLRQ RQ WKH UHPXQHUDWLRQ SROLF\ ([SRVXUHV WR WKH WRS FDUERQ LQWHQVLYH ILUPV

(QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* 5LVNV &OLPDWH FKDQJH SK\VLFDO ULVN
,QIRUPDWLRQ RQ WKH PDLQ (6* ULVNV ([SRVXUHV VXEMHFW WR SK\VLFDO ULVN
6XVWDLQDELOLW\ VWUDWHJ\ .3,V *$5 6XPPDU\
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OLWLIJDWLQJ DFWLRQV DVVHWYV *$5
OLWLJDWLQJ DFWLRQV & *$5
2WKHU FOLPDWH FKDQJH PLWLJDWLQJ DFWLRQV

$QQH[HV
$QQH[, &&$ ODLQ IHDWXUHV RI UHIXODWRU\ VKDUHKROGHUV HTXLW\ LQVWUXPHQWY DQG HOLJLEOH
OLDELOLW\ LQVWUXPHQWYV
$QQH[ ,, && &RPSRVLWLRQ RI UHJXODWRU\ VKDUHKROGHUV HTXLW\
$QQH[ ,,, /, 2XWOLQH RI GLIIHUHQFHV LQ FRQVROLGDWLRQ JURXSV EDQN E\ EDQN
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7TKH %DQNLQWHU *URXS FORVHG ZLWK GRXEOH GLJLW 7HIRZ\SR FX®@ HOQW LRJFRDIXB/NV BRINVRBUWHDE QW QIRUPDWLRQ UHJDL
LPSURYLQJ RQ WKH UHFRUG UHVXOWY RI WKH SUHYLRXV \HDPWD WOWMXIHPMOOWR DY DWURQHFEREWW LQ FRWH HXRLELRO/H RI WKLYV
DFWLYLW\ ZKLFK LV EHFRPLQJ LQFUHDVLQJO\ GLYHUVLILHIGQIRKRDWRXKG RRQV VDK HL QWRV VX KRH\RWQ XMO FDSLWDO DQG UL
MXJJOH WKH QHJDWLYH FRXUVH RI LOWHUHVW UDWHYV G XU WQYID /K$HD UWHDQF \ZWWRKP D Q NIHW WDHBIQRAVY @@ EEW R HHVQYV XUH FRPSC
YROXPHV éERWK LQ FXVWRPHU FUHGLW DQG LQ FXVWRPHUHWXWDBE® LWKSGF LLOO GH WCRDMILRQQO8HG RII &55 ZKLFK .
EDODQFH VKHHW ZKLFK HQGHG WKH \HDU RQ DQ DOO WLPH KLIKLQ7HHODWRIR Y DER S UHNRE QYW DIWLFRUHQG GLVFORVXUH
EXVLQHVV DFWLYLWLHV FRPHV KDQG LQ KDQG ZLWK D ULVRWEURIPODM WHKWDW FRQWLQXHV WR VKRZ YHU\

SRVLWLYH ILIXUHV 7KH *URXS SXEOLVKHVY DGGLWLRQDO UHOHYDQW LQIRUPDWLI
7KH YDULRXVY UDWLRYV LQ WKH DFFRXQW GHPRQVWUDWH WKRYWWN CRIRWKS RUDKHE EPEMNOWHE D FIRPFAH¥EKRH WRDOQ@®/ LY D

LWV UHVXOWYV ORUH SUHFLVHO\ WKH UHWXUQ RQ HTXLW\ 5§( I%PSL%Y%E WR IURP D \HDU
DJR ZKLOH WKH 527( HQGHG WKH \HDU DW ES KLIKHU \IN\{( 6 II=| U HDUOLHU 7KH FRVW WR
LQFRPH UDWLR IHOO DJDLQ IRU DQRWKHU \HDU UHDFKLQJ DQUDMLB OROQNLQWIREBRQR YWKKE EHVYWDUQ RMEKMHHFWLYHV LV WR |
VHFWRU SURILOH ZKLFK ZLOO DOORZ LW WR REWDLQ D EDODQFHG D

7KH &(7 IXOO\ ORDGHG FDSLWDO UDWLR DOVR LPSURYHG GXTUTOYUWR\VPSFUMREY RIHPFRR B RYHU WLREH ZKLOH PDILPLVLG

EDVLVY SRLQWYV DERYH WKH PLQLPXP UHTXLUHG IRU WKH7%BQARQWAH &R I*URMHFWRUARRSAVDQEH ULWNK DSSHWLWH IUDPH
WKH 3LOODU UHTXLUHPHQWY 3LOODU UHTXLUHPHQWYV BWWIKHF& YW RUVWKY WHRDRSHUDWMHCWWKIHFKLHYH WKH *URXS
DGGLWLRQDO PDFURSUXGHQWLDO EXIIHUV VHW E\ WKH DXWK®RULWULHRWR W KYWM U LVEE FPEHRQY QIKHIWIN W KAHKH *URXS

*URXS RSHUDWHYVY DPRXQWLQJ WR WKH ORZHVW DPRQJ QUNWHN\G/ EDQINNE DOORZV %DQNLQWHU V %RDUG RI 'LUHFWF
7KH QRQ SHUIRUPLQJ ORDQ UDWLR UHPDLQV DW ZLWKEF%WT THRIRYW @D,.;Q‘é&," %Eg* é/’ % RQDWEHVS’QSD*UURETDSVC’\
ULVLQJ WR IRU SUXGHQWLDO UHDVRQV ,Q 6SDLQ WKH% Vo s W a0 T BV
DYHUDJH VHFWRUDO ILJXUH RI DFFRUGLQJ WR GDWD IURE I—?}? R\ SLA&E%% 1 YHEEH

%DQNLQWHU DFKLHYHG UHFRUG FRPPHUFLDO UHVXOWV LQ ZKHUH LWV VWUDWHJI\ RI GLYHUVLI\LQJ
UHYHQXHV E\ W\SH Rl EXVLQHVV DQG DOVR E\ JHRJUDSK\ LV EHFRPLQJ LQFUHDVLQJO\ FRQVROLGDWHG
7KLV VWUDWHJ\ KDV OHG WR VWHDG\ \HDUO\ JURZWK LQ FXVWRPHU EXVLQHVV YROXPHV ZKLFK LQ
DPRXQWHG WR PLOOLRQ HXURV LQFOXGLQJ ORDQV DQG UHFHLYDEOHV W\SLFDO FXVWRPHU IXQGYV
DQG DVVHWV XQGHU PDQDJHPHQW PRUH WKDQ LQ

%DOQNLQWHU KDV EHHQ ZRUNLQJ KDUG WR JURZ LWV VXVWDLQDEOH EXVLQHVV ZLWK LPSUHVVLYH ILIXUHYV
VXFK DV PLOOLRQ HXURV LQ QHZ UHQHZDEOH HQHUJ\ EXVLQHVV UHSRUWHG E\ %DQNLQWHU
,QYHVWPHQW RU RYHU PLOOLRQ HXURV LQ DVVHWYV KHOG LQ LWV RZQ VXVWDLQDEOH LQYHVWPHQW
IXQGV ZKLFK QRZ DFFRXQW IRU RI %DQNLQWHU $VVHW ODQDJHPHQW V WRWDO SRUWIROLR 7KH

EDQN LV DOVR RQ WUDFN WR PHHW WKH GHFDUERQLVDWLRQ WDUJHWV VHW IRU RXU HQWLUH FRUSRUDWH
ILQDQFLQJ SRUWIROLR ZLWK D UHGXFWLRQ LQ WRQQHV RI &2 SHU PLOOLRQ HXURV LQ

7KH RSWLPLVDWLRQ RI FDSLWDO DQG WKH PDLQWHQDQFH RI D PRGHUDWH ULVN SURILOH DUH KDOOPDUNYV RI
WKH *URXS DQG FUHDWH WKH IRXQGDWLRQV IRU FRQWLQXHG DQG VXVWDLQDEOH JURZWK

, WV PDQDJHPHQW SROLF\ LWV EXVLQHVV PRGHO DQG SUXGHQW ULVN SURILOH DOORZ WKH %DQNLQWHU
*URXS WR RSHUDWH ZLWK OHYHOV RI FDSLWDO WKDW DUH FOHDUO\ DERYH DQG EH\RQG WKRVH UHTXLUHG E\
UHJXODWRUV DQG VXSHUYLVRUV 7KHVH TXDOLWLHV FRQWULEXWH WR VKDUHKROGHUV UHFHLYLQJ D VROLG
UHPXQHUDWLRQ ZLWK FRQWLQXLW\ RYHU WLPH
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7KH IROORZLQJ PHWULFV UHIOHFW WKH *URXS V ULVN SURILZIOH 3DQGDDW IIL\QFOARAVOWHY 5HERUW GG RWIKGHY SDUWLFXODU
ZHUH DOO ZLWKLQ WKH ULVN DSSHWLWH OLPLWV VHW E\ WKM K#RDURXSI VLUHFWBURILOH DQG VWUDWHJI\ ,Q FUHGLW

%DQN V HFRQRPLF PRPHQWXP FRQVLVWHQW VWUDWHJI\ DQ
ODLQ ILJXUHV Rl %DQNLQWHU *URXS VLIQLILFDQW JURZWK DFURVV DOO EXVLOHVV OLQHV SURGX
KDYH LQFUHDVHG FRPSDUHG WR WKH SUHYLRXV \HDU IROOF
SRUWIROLR DQG WKH HYROXWLRQ RI WKH PDUNHW $V IDU

&RPPRQ HTXLW\ WLHU & &(7 IXOO\ ORDGHG &KDSWHU FRQFHUQHG WKHUH ZDV DQ LQFUHDVH PDLQO\ GXH WR WKt}
&RPPRQ HTXLW\ WLHU & &(7 IXOO\ ORDGHG &KDSWHU GXULQJ WKH \HDU 7KH UHDVRQ IRU WKLV LQFUHDVH LQ F
3URILW DIWHU WD[ $QQXDO 5HSRUW DSSOLFDWLRQ RI WKH VWDQGDUGLVHG DSSURDFK WR HVWLP|
FORVH FRUUHODWLRQ EHWZHHQ WKH SRVLWLYH GHYHORSPH
SR( $QQXDO S5HSRUW UHTXLUHPHQWY UHVXOWLQJ IURP WKLV ULVN
13/ UDWLR $QQXDO SHSRUW 8QGHU UHVROXWLRQ UHJXODWLRQV HQWLWLHV PXVW FRP
SLVN ZHLJKWHG DVVHWV &KDSWHU VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHV 05(/
21 ZKLFK FUHGLW ULVN &KDSWHU (VSD*D LQIRUPHG %DQNLQWHU WKDW WKH 6LQJOH 5HVROXW

UHVROXWLRQ DXWKRULW\ RI WKH %DQNLQWHU *URXS KDG W

21 ZKLFK PDUNHW ULVN KDSWH
v v & S v 6XERUGLQDWHG OLQLPXP 5HTXLUHPHQW IRU 6KDUHKROGHUYV
21 ZKLFK RSHUDWLRQDO ULVN &KDSWHU IRU %DQNLQWHU 6 $

/LTXLGLW\ &RYHUDJH SDWLR /&5 &KDSWHU 7KLV GHFLVLRQ KDG VHW D WRWDO ELQGLQJ 05(/ UHTXLUHPH
/HYHUDJH UDWLR &KDSWHU QRWLILFDWLRQ DW D FRQVROLGDWHG OHYHO RI RI WK

JLIXUHV LOQ WKRXVDQGVFHI W%LlﬁRQHYHUDJH UDWLR H[SRVXUH /5¢(

$GGLWLRQDOO\ LW ZDV HVWDEOLVKHG WKDW VXERUGLQDW

$V RI '"HFHPEHU WKH %DQNLQWHU *URXS V &(7 UDWLRzZL WKWMPRH¥5PWIRU DQFRFPRRYWCHTXLYDOHQW WR RI 75($
WR WKH PLQLPXP RI UHTXLUHG E\ 3LOODU DV UHTXLUHG E\ 3LOODU DQG HVWDEOLVKHG E\ WKH

(XURSHDQ &HQWUDO %DQN (&% IRU WKH \HDU DQG WKH FiF JRB YK G H- \ﬁ§|§’da"'é%<|ZIHW\V\ HV W b\Eb (WK G UHPHQWY  ZL WK
E\ WKH DXWKRULWLHV RI WKH MXULVGLFWLRQV LQ ZKLFK WKH *PRG REQYPMNY WX ERAHPLEQRWHG Gpk/HDW DW ‘HI
*URXS UHFHLYHG WKH RXWFRPH RI WKH 6XSHUYLVRU\ 5HYLR@XBYE (YDB XMIRLERY RFEEF VY IHEYHG LVVXH ZDV PDGH IF
$FFRUGLQJ WR WKH UHVXOW RI WKLV H[HUFLVH FDUULHG RRW\EKWPEV‘{Q%QWMH LW KBXYE SRWLHBVRI & (7

UHTXLUHG IRU LV VAW DW DQG LV FRPSRVHG RI WK'?'K%—I—QWDE@H\T%H@“8‘5‘(QWUHTXLUW|WD*#|QWV DUH DOLJQHG 2ZL
sLoobDU UHTXLUHPHQW WKH FDSLWDO FRQVHUYRWLRRAyFEO\HMHW ERWHH@PREIMPV RI 75(3 SHUFHQWDJH D
FRXQWHUF\FOLFDO EXIIHU RI DQG 3RUWXJIDO V VAVWHPLF BB\ EXI 1§80 DOVR SURYLGHV IRU FRQWLQXHG FRPIRUWD
JLNHZLVH WKH WRWDO FDSLWDO UDWLR VWRRG DW DW g HH U HF W LWK WKH PLQLPXP UHTXLUHPHQW

DSSOLFDEOH DW WKH HQG RI EHLQJ ZKLFK ZLOO GURS WR LQ DIWHU WKH

HVWDEOLVKPHQW Rl WKH QHZ 3LOODU UHTXLUHPHQW E\ WKHEXSHUMHNR&DSLWDO S5SHTXLUHPHQWY 5HIJXODWLRQ &55 |
DOLJQ LW ZLWK WKH %DVHO ,9 FDSLWDO FRPPLWPHQWYV

7KH %DQNLQWHU *URXS KDV DGDSWHG LWV FDSLWDO FDO
FRPSOLDQFH ZLWK WKH QHZ UHJXODWLRQV IRU DOO IXWXUH

,Q UHODWLRQ WR WKH SURFHVV IRU WKH LPSOHPHQWDWLF
UHJXODWRU\ FDSLWDO FDOFXODWLRQ SURFHVVHV LQ FRPSO
WKH QHZ UHJXODWLRQ WKH &(7 UDWLR DV RI '"HFHPEHU

7KH ILUVW LPSOHPHQWDWLRQ RI WKH QHZ FDSLWDO UHJXOD
TXDUWHU RI ZKHQ WKH FDSLWDO LQIRUPDWLRQ UHTXLU
UHIJXODWLRQ ZLOO EH VXEPLWWHG
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5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI -XQH
RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWLRQV DQG LQYHVWPHQW ILUPV DPHQGHG E\

5HIXODWLRQ (8 WRIHWKHU ZLWK '"LUHFWLYH (8 RI WKH (XURSHDQ 3DUOLDPHQW
DQG RI WKH &RXQFLO RI -XQH RQ DFFHVV WR WKH DFWLYLW\ RI FUHGLW LQVWLWXWLRQV DQG WKH
SUXGHQWLDO VXSHUYLVLRQ RI FUHGLW LQVWLWXWLRQV LWVHOI PRGLILHG E\ 'LUHFWLYH (8

FRQVWLWXWH WKH OHJLVODWLRQ LQ IRUFH RQ VKDUHKROGHUV HTXLW\ DQG VXSHUYLVLRQ RQ D FRQVROLGDWHG
EDVLV RI 6SDQLVK EDQNV

,Q WR PLWLIDWH WKH SRWHQWLDO HIIHFWV RI WKH &29,' SDQGHPLF RQ WKH ILQDQFLDO V\VWHP
WKH (XURSHDQ 3DUOLDPHQW DQG WKH (XURSHDQ &RXQFLO DSSURYHG 5HIJXODWLRQ &55
4XLFEN )L[ ZKLFK DPHQGV ERWK 5HJXODWLRQ &55 DQG 5HIXODWLRQ

&55 LQFOXGLQJ FHUWDLQ PHDVXUHV WKDW FRQWULEXWH SRVLWLYHO\ WR FDSLWDO UDWLRY KLJKOLJKWLQJ
WKH VXSSRUW IDFWRUV IRU 60(V DQG LQIUDVWUXFWXUH ZKLFK UHGXFH FDSLWDO FRQVXPSWLRQ DQG WKH
OHYHO RI ULVN ZHLJKWHG DVVHWYV 5:%V

8QGHU SDUW Rl WKH ILUVW FKDSWHU RI WKH 5HJXODWLRQ LQVWLWXWLRQV PXVW SXEOLVK DW OHDVW
DQQXDOO\ UHOHYDQW LQIRUPDWLRQ IRU DQ DGHTXDWH XQGHUVWDQGLQJ RI WKH *URXS V ULVN SURILOH LWV
SROLFLHVY DQG REMHFWLYHV LQ ULVN PDQDJHPHQW DQG GHWDLOV RI LWV H[SRVXUH WR GLIIHUHQW ULVNV DQG
WKH FRPSRVLWLRQ RI LWV FDSLWDO EDVH 7KLV UHSRUW LV D UHIOHFWLRQ Rl WKHVH UHTXLUHPHQWV IRU
%DQNLQWHU *URXS LQ

7KH SXUSRVH RI WKLV UHSRUW LV WR IDFLOLWDWH PDUNHW DJHQWY DVVHVVPHQW Rl WKH %DQNLQWHU *URXS V

FDSLWDO DGHTXDF\ DW 'HFHPEHU 6SHFLILFDOO\ LW FRQWDLQV LQIRUPDWLRQ DERXW LWV
VKDUHKROGHUV HTXLW\ ULVN H[SRVXUHV DQG ULVN DVVHVVPHQW SURFHVVHYV
7KLY UHSRUW ZDV GUDZQ XS LQ REVHUYDWLRQ RI DUWLFOH RI WKH FLWHG 5HIJXODWLRQ UHJDUGLQJ

FRQILGHQWLDO LQIRUPDWLRQ %DQNLQWHU *URXS VWDWHV WKDW LW KDV QRW RPLWWHG DQ\ UHTXLUHG
LQIRUPDWLRQ IRU UHDVRQV RI FRQILGHQWLDOLW\ RU SULYDF\

7KH %RDUG RI 'LUHFWRUV RI %DQNLQWHU FHUWLILHV WKDW WKLV UHSRUW KDV EHHQ SUHSDUHG DQG
SXEOLVKHG LQ DFFRUGDQFH ZLWK WKH LQVWUXFWLRQV VHW IRUWK LQ 3DUW (LJKW RI 5HIXODWLRQ (8

DV DPHQGHG E\ 5HIXODWLRQ (8 DQG KDV EHHQ SUHSDUHG LQ DFFRUGDQFH
ZLWK WKH i1%DQNLQWHU HFRQRPLF DQG ILQDQFLDO QRQ ILQDQFLDO ULVN PDQDJHPHQW DQG FRUSRUDWH
UHSRUWLQJ SROLF\i LQLWLDOO\ DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV RQ '"HFHPEHU DQG

VXEVHTXHQWO\ DPHQGHG RQ 2FWREHU

1R XVH KDV EHHQ PDGH Rl H[FHSWLRQV WR WKH SXEOLFDWLRQ RI LQIRUPDWLRQ FRQVLGHUHG UHVHUYHG RU
FRQILGHQWLDO

$W LWV PHHWLQJ RQ ODUFK WKH %RDUG RI 'LUHFWRUV DSSURYHG WKLV GRFXPHQW DIWHU
UHYLHZ E\ WKH $XGLW &RPPLWWHH

$GGLWLRQDOO\ D VHW RI TXDUWHUO\ UHSRUWV LV SXEOLVKHG LQ FRPSOLDQFH ZLWK WKH FULWHULD
HVWDEOLVKHG LQ WKH (XURSHDQ %DQNLQJ $XWKRULW\ V *XLGHOLQHYVY RQ ODWHULDOLW\ 3URSULHWDU\ DQG
&RQILGHQWLDOLW\ DQG RQ 'LVFORVXUH )UHTXHQF\ XQGHU $UWLFOHYV DQG R

5HIXODWLRQ (8
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29 $SULO WKH %RDUGV RI 'LUHFWRUV RI %DQNLQW!
%DQNLQWHU *URXS DQG LWV VXEVLGLDU\ LQ ,UHODQG $Y

$YDQWFDUG '$& GHFLGHG WR UHRUJDQLVH WKH *URXS V
&RPSDQ\ QDPH DQG GLIIHUHQFHYV DPRQJ WKH FROAMRPQBbEGDPNWHB FEH RPUHDRMY QI D EUDQFK WR FRQWLQXH GH

WKH SXUSRVHV RI WKH FDSLWDO DGHTXDF\ UHJX ®DWHHr® ®PWQ GooWl 8 N LR WAHRIX DIVOIOQD FTXLUH IURP %DQNLQWHU
FLUFXODU VKDUHV WKDW PDNH XS WKH VKDUH FDSLWDO LVVXHG E\ $Y
%DQNLQWHU DQG $YDQWFDUG '$& ZLOO EH PHUJHG DQG D %

,UHODQG WR ZKLFK DOO DVVHWV OLDELOLWLHV ULJKWV

DFTXLUHG E\ %DQNLQWHU DV D UHVXOW RI WKH PHUJHU ZLO(

%DQNLQWHU 6 $ ZDV LQFRUSRUDWHG LQ ODGULG DV D EDQSHR@®DQNQW HVWREOEKR® Gy LIVOV, QBRBBQG DQG ZLOO FRQW
WR WKH SUHVHQW QDPH LQ -XO\ 7KH (QWLW\ V FRUSRUDiWIBH W BEBSBEH & IVOK W kKW HHORA RMEQWWRIRWKH KH PHUJHU SURI

EDQNLQJ DFWLYLWLHV DQG LW LV VXEMHFW WR WKH VWDQ®NVW KDDPRIUHIXODWLRQV DSSOLFDEOH WR FUHGLW

LQVWLWXWLRQV RSHUDWLQJ LQ 6SDLQ
2Q -XQH WKH ERDUGV RI GLUHFWRUV RI %DQNLQWH

7KH %DQN LV WKH SDUHQW FRPSDQ\ RI D JURXS RI VXEVLGDQINIHMMWWHKDWRXSHD HQ JM®MIH G DIFF K DS BRXV D VXEVLGLDU\ FR
DFWLYLWLHV PDLQO\ DVVHW PDQDJHPHQW LQYHVWPHQW WHYYLKHWH BUHIBHE® WRUDW DRQRXWKDH AIRQYXIPE@FHEVRUSWLRQ
EXVLQHVV WKDW ZLWK LW FRQVWLWXWH %DQNLQWHU *UR%DQNLQWHU 6 $ VWUXFWXUH LPSURYLQJ WKH SURILWDEL

7KH FROVROLGDWHG JURXS FRQGXFWV LWV EXVLQHVV LQ V [Fﬁh?g @&@&QWOD%VYUDDQV\\’/?S'JF
IX[HPERXUJ 6 $ ZKLFK FRQGXFWV LWV EXVLQHVV LQ DQR Gy DQ ARYE
IX[HPERXUJ %DQNLQWHUIV EUDQFKHV LQ 3RUWXJDO ZKLF 5 E & EP( Q Q

WKRULVDWLRQV I1UF

%DUFOD\V %DQN 3/&IV EDQNLQJ EXVLQHVV LQ 3RUWXJDO Z

WKHLU EXVLQHVV LQ DQRWKHU (XURSHDQ 8QLRQ PHPEHU V |_ BEH“}: Q\ FDVH WKH PHUJI
,UHODQG WKURXJK WKH DFTXLVLWLRQ RI RI (92 %$1&2 é“?“s G QVHTXHQWO\ RI LWV

FRQVXPHU ILQDQFH VXEVLGLDU\ LQ ,UHODQG $YDQWFDUG ' &X&LQJ WKH ILQDQFLDO \HDU %DQNLQWHU DQG /LEHUW\

%DQNLQWHU &RQVXPHU )LQDQFH ()& 6% LV FXUUHQWO\ Ngk%%?gﬁ@glzﬁﬁfm\yé@gﬁ%ﬁ( R H Elﬁﬁygﬁ?g!LVngfﬁgﬁJ\vam“

DFTXLULQJ DOO WKH VKDUHYVY FRPSULVLQJ LWV VKDUH FDSL HHPHQW

2Q 1RYHPEHU %DONLQWHU &RQVXPHU JLQDQFH () & G(@ - R
LOWR D MRLOW EXVLQHVV DJUHHPHQW IRU WKH 3RUWXJXHV§ ézg §£W&ﬁ B \g F%%g@/ %ﬁﬁw QIR
LQYROYHG WKH DFTXLVLWLRQ E\ WKH IRUPHU RI WK H S Q RQ o
GDWH ZLWK WKLV FRPSDQ\ QRZ EHORQJLQJ WR ERWK LQVWLWXWLRQV LQ HTXDO VKDUHV 7KH WUDQVDFWLRQ

ZDV FRQFOXGHG DIWHU REWDLQLQJ WKH QHFHVVDU\ DXWKRULVYDWURIGV HYRPP ¥ RIHY iV RGW V ZiH

DJUHHPHQW VLJQHG SURYLGHV IRU WKH IXWXUH LQWHJUDWLRIDTKD WK A COR DG DGR VOVXU DGFH & R WIQGHY V

JHQHUDWHG E\ 8QLYHUVR DQG %DQNLQWHU &RQVXPHU )LQD U WX v E H
QHFHVVDU\ DXWKRULVDWLRQV IURP WKH FRPSHWHQW wai&%ﬁ(\%ﬂi%" QW%%YJWVWG%RW%%Qb@}{%RWéVROLGDWHG
YHQWXUH LQWHJUDWHG LQWR WKH JURXS V FRQVROLGDWH® HI lGH) DG L VO R\ QWD WWHKHH OUWR/X X \LIVQE DWHKE RiG XSLIWHAYDLOLQJ DI

PHWKRG 3UXGHQWLDOO\ WKH LQWHJUDWLRQ RI WKH MRHQWIDAMKWHEMHHNVYHGLIWK DEOROQ B KE Y DG RDYIHW WMRLQWO\ FRQWUF
LOQOWHJUDWLRQ RI 8QLYHUVR ,0( 6 $ XVLQJ WKH SURSRUWLRQBOHRHWHRNRGEHY RYHU ZKLFK WKH *URXS KDV WKH DELOLW)\

'"HWDLOV RI WKH VXEVLGLDULHV WKDW PDNH XS WKH %DQN"SL\?’FMEWb%\ééDDHdS?Q/Sngﬂlﬂzgpb%sljl\alv%H\E\Q}&ngé_&é}ggtg\ﬁ%\%QﬁUUHH?)EVV\&F

$QQXDO SFERXEWQNLQWHU FRP ZHEFRUSRUDWLYD $VVRFLDWHY DUH FRPSDQLHVY RYHU ZKLFK WKH *URXS KDV VL

7KH OLVW RI WKH FRPSDQLHV PDNLQJ XS %DQNLQWHU *URXSE
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

JLIOODU  'LVFORVXUHV 5HSRUW
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7KH SXEOLF FRQVROLGDWLRQ VFRSH GLIIHUV I[URP WKH SUXGHQWLDO FRQVROLGDWLRQ VFRSH IRU EDQNLQJ
XQGHU 5HIJXODWLRQ (8 RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWLRQV DQG
LQYHVWPHQW ILUPV DV PRGLILHG E\ 5GHIXODWLRQ (8 ZKLFK GHILQHVY WKH SUXGHQWLDO
FRQVROLGDWLRQ PHWKRG 8QGHU WKH GHILQLWLRQ RI SUXGHQWLDO UHOHYDQW IRU WKH SXUSRVHV RI WKLV
UHSRUW RQO\ WKH W\SLFDO ULVNV RI FUHGLW LQYHVWPHQW DQG ILQDQFLDO LQVWLWXWLRQV DUH LQFOXGHG
5LVNV DULVLQJ IURP LQVXUDQFH EXVLQHVYVY DUH H[FOXGHG $ PDWHULDO GLIIHUHQFH IRU %DQNLQWHU LV WKH
FRQVROLGDWLRQ PHWKRG IRU FRPSDQLHVY XQGHU MRLQW FRQWURO

$W WKH HQG RI 'HFHPEHU WKH RQO\ GLIITHUHQFH EHWZHHQ WKH SUXGHQWLDO FRQVROLGDWLRQ
SHULPHWHU DQG WKH SXEOLF SHULPHWHU RI WKH %DQNLQWHU *URXS LV GXH WR WKH LQWHJUDWLRQ RI WKH
MRLQW DJUHHPHQW ZLWK 6RQDH 6*36 6 $ LQ ZKLFK WKH FRPSDQ\ 8QLYHUVR ,0( 6 $ LV

LQWHJUDWHG E\ WKH SURSRUWLRQDO PHWKRG LQ WKH SUXGHQWLDO SHULPHWHU DQG E\ WKH HTXLW\
PHWKRG LQ WKH SXEOLF SHULPHWHU

%HORZ DUH WHPSODWHYV && [/, DQG /, DV UHTXLUHG E\ &RPPLVVLRQ ,PSOHPHQWLQJ 5HIXODWLRQ

(8 7KH ILUVW WHPSODWH SURYLGHV D EUHDNGRZQ RI DVVHWY DQG OLDELOLWLHV E\ FODVV

DFFRUGLQJ WR WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RI WKH DXGLWHG ILQDQFLDO VWDWHPHQWYV
SXEOLVKHG LQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG WKHLU UHFRQFLOLDWLRQ WR VKDUHKROGHUYV
HTXLW\ IRU WKH SXUSRVHV RI WKH VROYHQF\ UXOHYV

$W 'HFHPEHU WKH *URXS V SXEOLF DQG UHVHUYHG EDODQFH VKHHW LQIRUPDWLRQ UHSRUWHG
LQ WHPSODWHYV && DQG /, zZDV DV IROORZYV
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5HFRQFLOLDWLRQ RI UHIJXODWRU\ VKDUHKROGHUYV HTXLW\ WR WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RI WKH DXGLW

D E

F
%DODQFH VKHHW DV SBUUWRBWLRQ WR UHJXOD,
SXEOLVKHG ILQDQFLDO VW BRGIPRIQWAD WLRQ IR KPDUN

$W HQG RI SHULRG $W HQG RI SHULRG

$VVHWWHDNGRZQ E\ DVVHW FODVV DFFRUGLQJ WR WKH EDODQFH VKHHW RI WKH DXGLWHG ILQDQFLDO
VWDWHPHQWYV

&DVK FDVK EDODQFHV DW FHQWUDO EDQNV DQG RWKHU GHPDQG GHSRVLWYV

JLQDQFLDO DVVHWY KHOG IRU WUDGLQJ

J)LOQODQFLDO DVVHWYV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU ORVV ¢é é

1RQ WUDGLQJ ILQDQFLDO DVVHWYV PDQGDWRULO\ DW IDLU YDOXH WKURXJK SURILW RU ORVYV

JLODQFLDO DVVHWY DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

J)LODQFLDO DVVHWY DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LWHPV LQ SRUWIROLR KHGJH RI LQWHUHVW UDWH ULVN

'"HULYDWLYHV & +HGJH DFFRXQWLQJ

1RQ FXUUHQW DVVHWYV KHOG IRU VDOH

,QYHVWPHQWY LQ MRLQW YHQWXUHY DQG DVVRFLDWHV

$VVHWV XQGHU UHLQVXUDQFH DQG LQVXUDQFH FRQWUDFWYV é

7DQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYV

7D[ DVVHWYV

2WKHU DVVHWYV

7TRWDO DVVHWYV

/LDELO WIHDWNGRZQ E\ FODVV RI OLDELOLWLHY DFFRUGLQJ WR WKH EDODQFH VKHHW RI WKH DXGLWHG
ILQDQFLDO VWDWHPHQWYV

JLQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ

JLQDQFLDO OLDELOLWLHY GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU OKVV

J)LODQFLDO OLDELOLWLHY DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LWHPV LQ SRUWIROLR KHGJH RI LQWHUHVW UDWH ULVN

'"HULYDWLYHV & +HGJH DFFRXQWLQJ

/ILDELOLWLHY KHOG IRU VDOH

/ILDELOLWLHYVY XQGHU LQVXUDQFH FRQWUDFWYV

BURYLVLRQV

7D[ OLDELOLWLHYV

6KDUH FDSLWDO UHSD\DEOH RQ GHPDQG é

2WKHU OLDELOLWLHV

7TRWDO OLDELOLWLHYV

2ZQ IXQGV

(TXLW\ RI ZKLFK

%DONLOQILOODU 'LVFORVXUHV 5HSRUW
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2WKHU HTXLW\

5HWDLQHG HDUQLQJV

2ZWKHU UHVHUYHYV

2Z2Q VKDUHV

3URILW RU ORVV DWWULEXWDEOH WR RZQHUV RI WKH SDUHQW

,OQWHULP GLYLGHQGYV

$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH

7TRWDO HTXLW\

727$/ (48,7< $1' /,$%,/,7,(6
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'LITHUHQFHV EHWZHHQ WKH VFRSH RI DFFRXQWLQJ FRQVROLGDWLRQ DQG WKH VFRSH RI SUXGHQWLDO FRQVROLGDWLI
FDWHJRULHV [/,

D E F G H | J
&DUU\LQJ DPRXQWYV RI LWHPV

I1RW VXEMHFW WR
\MHFW WR6 WEKNHHFW WRDUHKROGHUV HTXL
FXULWLVPWURGW UWIHMNXLUHPHQWY RU VXE
DPHZRUNIUDPHZRUNWR GHGXFWLRQ IURP
VKDUHKROGHUV HTXL

&DUU\LQJ D PRXESWV
&DUU\LQJ DPRXQ\WQGHQ WKH 6XEMHFW \A@S&

WKH ILQDQFLDSUXGHQWLEXEMHFW WR FUFREQW HUS N
VWDWHPHQWNWRQVROLGDWLR®PHZRUN FUHGLW UL iy

JURXS IUDPHZRUN

%UHDNGRZQ E\ DVVHW FODVV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ WKH SXEOLVKHG ILQDQFLDO
VWDWHPHQWV

&DVK FDVK EDODQFHV DW FHQWUDO EDQNV DQG RWKHU GHPDQG GHSRVLWYV

JLQDQFLDO DVVHWYV KHOG IRU WUDGLQJ

JLQDQFLDO DVVHWYV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURIEW RU ORVYV é

1RQ WUDGLQJ ILQDQFLDO DVVHWY PDQGDWRULO\ DW IDLU YDOXH WKURXJK SURILW RU ORVV

JLQDQFLDO DVVHWYV DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPHDb

JLQDQFLDO DVVHWYV DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LWHPV LQ SRUWIROLR KHGJH RI LQWHUHVW UDWH ULVN

'"HULYDWLYHV € +HGJH DFFRXQWLQJ

1RQ FXUUHQW DVVHWYVY KHOG IRU VDOH é

,QYHVWPHQWY LQ MRLQW YHQWXUHY DQG DVVRFLDWHYV

$VVHWV XQGHU UHLQVXUDQFH DQG LQVXUDQFH FRQWUDFWYV é é

7DQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYV

7D[ DVVHWYV

2WKHU DVVHWYV

727$/ $66(76

D E F G H | J

&DUU\LQJ DPRXQWV RI LWHPV

&DUU\LQJ DPRYQWY\IDYJ DPRXQWV IRWVOCEMIEIF W W R

SXEOLVKHG 1O i L A — E'é NEXEMHFW W RS WEMHHFW WRDUHKROGHUV HTXL
ILODQFLDO VWD RBQWWLDOIUDPHZRUI\FQX W oLy N VHEXULWLVPWURGW WHMNKLUHPHQWY RU VXE

ULVN [UDP  IUDPHZRUNIUDPHZRUNWR GHGXFWLRQ IURP
FRQVROLGDWLRQ JURXS VKDUHKROGHUV HTXL

%UHDNGRZQ E\ DVVHW FODVV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ WKH SXEOLVKHG ILQDQFLDO
VWDWHPHQWV

JLQDQFLDO OLDELOLWLHY KHOG IRU WUDGLQJ

JLOQODQFLDO OLDELOLWLHYV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU &RVV é

J)LQDQFLDO OLDELOLWLHY DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LWHPV LQ SRUWIROLR KHGJH RI LQWHUHVW UDWH ULVN

'"HULYDWLYHV ¢ +HGJH DFFRXQWLQJ é

/ILDELOLWLHV KHOG IRU VDOH é é é

/ILDELOLWLHV XQGHU LQVXUDQFH FRQWUDFWYV

BURYLVLRQV

7D[ OLDELOLWLHV

6KDUH FDSLWDO UHSD\DEOH RQ GHPDQG é é é
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2WKHU OLDELOLWLHYV

727$/ /,$%,/,7,(6

JLIXUHV LQ WKRXVDQGV RI |

$V DOUHDG\ GHVFULEHG LQ WKH SUHYLRXV SRLQW DW WKH HQG RI '"HFHPEHU WKH GLIIHUHQFHV WKDW
H[LVW EHWZHHQ FROXPQ D DQG E RI WDEOH /, DFFRXQWLQJ DQG SUXGHQWLDO FRQVROLGDWLRQ DUH D
WRWDO DPRXQW RI PLOOLRQ HXURV FRUUHVSRQGLQJ WR WKH MRLQW EXVLQHVV DJUHHPHQW PDWHULDOLVHG
EHWZHHQ %DQNLQWHU &RQVXPHU )LQDQFH () & DQG 6RQDH 6*36 6 $ 7KH PDLQ GLIIHUHQFHV LQ

WKH LWHPV DUH H[SODLQHG EHORZ

7KH *URXS KDV DFTXLUHG RI 8QLYHUVR ,0( 7KH SXEOLF VWDWHPHQWY WKHUHIRUH
UHIOHFW WKH FRVW RI WKH VKDUHKROGLQJ DFTXLUHG XVLQJ WKH HTXLW\ PHWKRG ZKLOH LQ WKH
UHVHUYHG VWDWHPHQW RI WKH DFFRXQWLQJ LWHPV RI 8QLYHUVR ,0( DUH LQFOXGHG LQ

ERWK LQ WKH EDODQFH VKHHW DQG LQ WKH LQFRPH VWDWHPHQW

,Q DGGLWLRQ %DQNLQWHU ILQDQFHV WKH DFWLYLW\ Rl 8QLYHUVR ,0( WKURXJK WZR ORDQV

ZKRVH GUDZGRZQ DPRXQWV WR PLOOLRQ DW WKH HQG RI WKH UHSRUWLQJ SHULRG ZKLFK

LV UHIOHFWHG LQ WKH SXEOLF EDODQFH VKHHW LQ ILQDQFLDO DVVHWVY DW DPRUWLVHG FRVW ZKLOH
RI WKH ORDQ LV HOLPLQDWHG LQ WKH SUXGHQWLDO EDODQFH VKHHW

J)LIW\ SHU FHQW Rl WKH DVVHWY DQG OLDELOLWLHV RI 8QLYHUVR DUH LQFOXGHG LQ WKH SUXGHQWLDO
EDODQFH VKHHW SULPDULO\ ILQDQFLDO DVVHWY DQG OLDELOLWLHY DW DPRUWLVHG FRVW WKDW GR QRW
DSSHDU RQ WKH SXEOLF EDODQFH VKHHW VLQFH WKH\ DUH LQWHJUDWHG E\ WKH HTXLW\ PHWKRG

DQG WKHUHIRUH LQFOXGHG LQ WKH FRVW RI WKH VKDUHKROGLQJ

/IDVWO\ RI WKH 8QLYHUVR ,0( LQFRPH VWDWHPHQW LV LQFOXGHG LQ WKH *URXS V
LQFRPH VWDWHPHQW ZKLOH LQ WKH SXEOLF EDODQFH VKHHW LW LV RQO\ UHIOHFWHG LQ WKH
FRQWULEXWLRQ RI WKH UHVXOWYV RI FRPSDQLHV XVLQJ WKH HTXLW\ PHWKRG

6KDUHKROGHUV HTXLW\ LV WKH VDPH LQ ERWK VFRSHV RI FRQVROLGDWLRQ VLQFH WKH DIWHU WD][
SURILWV RI ERWK VFRSHY SURGXFH WKH VDPH UHVXOW

JLIOODU  'LVFORVXUHV 5HSRUW



ODLQ UHDVRQV IRU WKH GLIITHUHQFH EHWZHHQ WKH DPRXQWYV RI H[SRVXUHV IRU UHIJXODWRU\ SXUSRVHVY DQG WKH FDUU\L

D E F G H
,ZWHPV VXEMHFW WR

7TRWDO &UHGLW ULVN I8®DPXZIRWINVDW LR Q&RMPWHARBENUWDRWHHEGWL WLVN IUDPHZR
ULVN IUDPHZRUN

$VVHW FDUU\LQJ YDOXH DPRXQW XQGHU VFRSH RI SUXGHQWLDO FRQVROLGDWLRQ DV SHU WHPSODWH /,

/LDELOLWLHV FDUU\LQJ YDOXH DPRXQW XQGHU VFRSH RI SUXGHQWLDO FRQVROLGDWLRQ DV SHU WHPSODWH /,

7RWDO QHW DPRXQW LQ WKH VFRSH Rl FRQVROLGDWLRQ SUXGHQFH

21l EDODQFH VKHHW DPRXQWYV

"LIIHUHQFHYV LQ YDOXDWLRQV

"LIIHUHQFHY GXH WR GLIIHUHQW QHWWLQJ UXOHVY RWKHU WKDQ WKRVH LQFOXGHG LQ URZ

* LLIHUHQRHY GXH VR FROMGHIDARQ RN SLRYIMRQV
"LITHUHQFHV GXH WR WKH XVH Rl FUHGLW ULVN UHGXFWLRQ WHFKQLTXHV

'LITHUHQFHV GXH WR FUHGLW FRQYHUVLRQ IDFWRUYV
" UTHHQRHY GXH VR VHRXUMIVDMRQV Z W UMN WDQM HU
2WKHU GLIIHUHQFHV
([SRVXUH DPRXQWYV FRQVLGHUHG IRU UHJXODWRU\ SXUSRVHV é
JLIXUHV LQ WKRXVDQGV RI |

1RWH RI WKH &RQVROLGDWHG $QQXDO $FFRXQWV IRU WKH | AQPORQNFLQDADH LH DAJ $G HK/B Y H EBHMJ WIKE WIRVMDUU\ RXW D PHUJ

VLIJQLILFDQW HYHQWYV ZLWK DQ LPSDFW RQ WKH *URXS V FRQVRORGBHBWQRR V6RRH WKKD W CKONIHQ WHIX U B G VWU XFW X UH

WKURXJKRXW WKH ILQDQFLDO \HDU ZH DOVR SUHVHQW WKH IPIRRAVM QA R L IWRBIQW RHKYSH QWM RXUSBIRWH R1I WKH PHUJH

SUHYLRXV ILQDQFLDO \HDU ZKLFK DUH DOVR OLVWHG EHORZ V\QHUJLHV EHWZHHQ WKH WZR FRPSDQLHV ERRVWLQJ
2Q $SULO WKH %RDUGV RI 'LUHFWRUV Rl %DQNLQWHU Hé; v PH WKH LQWVijggzvvbQSHR',):
WKH %DQNLQWHU *URXS DQG LWV VXEVLGLDU\ LQ ,UHODQG |=W|\_JYHG {URP WKH Fi
gRPSDQ\ $YDQWFDUG '$& GHFLGHG WR UHRUJDQLVH WK

FRXQWU\ E\ PHUJLQJ ERWK FRPSDQLHV DQG FUHDWLQJ D EUD IQ—RQ LQX GHYHOR oY SURFHVV LV H[SHF

WKH EXVLQHVV 8QGHU WKH DJUHHPHQW %DQNLQWHU ZL ! TXLUH IURP %DQNLQWHU

&RQVXPHU )LQDQFH ()& 6 $ DOO WKH VKDUHV WKDW PDNXYUX® WKWHKNKDUHIEQBQWDMOLYNEHG %DQNLQWHU DQG

E\ $YDQWFDUG '$& )ROORZLQJ WKH DFTXLVLWLRQ %DQNLQRHIHDPEQSW DVPRV DRI V$®\ ZGBITHERRS WKH LQVXUDQFH

PHUJHG DQG D %DQNLQWHU EUDQFK ZLOO EH HVWDEOLVKH @ OL@N LOMODUD G BAHR WK LR HD DQ @ $XWWV 6 $ +RZHYHU G

OLDELOLWLHV ULJKWV REOLJDWLRQV DQG RWKHU OHJDO U$-|[0)LD\M/LLI-R\QKK)IY$-|VZIDB‘\HK>G.UUD-IZX)EI‘U%ID(?\J\KLLQ/V\D-UUUI-H)IVPHQW

D UHVXOW RI WKH PHUJHU ZLOO EH DVVLJQHG 7KLV EUDQFK o) FRQVWLW ig %: QWHU &RQVXS
NHW

HVWDEOLVKPHQW LQ ,UHODQG DQG ZLOO FRQWLQXH WKH E_G:is) %\/ EXVLQHVV L
$YDQWFDUG '$& LQ WKDW MXULVGLFWLRQ 7KH PHUJHU SUR V j«ds HHPHQW LQYROY

LQ WKH ILUVW KDOI RI RI WKH FRPSDQ\ 8QLYHUVR ,0( 6 $ ZLWK WKLV FRP
2Q  -XQH WKH ERDUGV RI GLUHFWRUV Rl %DQNLQWHU 6G@VWNWK\EDROQW ¢ RPOP. RIKDUHVY 8QLYHUVR ,0( 6
%DQNLQWHU *URXS DQG (92 %DQFR 6 $8 D VXEVLGLDU\ ARPFRRUDB DIXRODLVRKZ QHKG BWUWRYLVLRQV RI ,)56 -RLQW 9|
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FRQVROLGDWHG VWDWHPHQWYV RI WKH JURXS XVLQJ WKH HIXRP®YWPRQ@KRSGR OFRUHRWBO® FKKOHUJIJHYV DW DQ LQGLYL
DJUHHPHQW VLJQHG ZLWK 621$( 6*36 6 $ SURYLGHV IRW WKHB IXWXUH LQWHJUDWLRQ RI WKH

OHQGLQJ DQG LQVXUDQFH EXVLQHVVHV JHQHUDWHG E\ 8QLYHUVR DQG WKH RSHQ PDUNHW

EXVLQHVV RI %DQNLQWHU &RQVXPHU )LQDQFH LQ &RQQ/\N)HQD\/&SHURQL#%XS\NQNNQQF%@@EB\GH (VvsD*D IRU D ZDLYH
DXWKRULVDWLRQV KDYH EHHQ REWDLQHG IURP WKH FRBESHWH G RHEMMYK R QL W HWQ KW G K W Mt VP W R % DQNLQWHL
D GLVWULEXWLRQ RI WKH SURILW DIWHU WD[ RI WKHVWH& ExBv QHRY HIH RV Q¥ HRIQ HHILFHH@F\L8QG EHWWHU PDQDJ
DFFRUGDQFH ZLWK D 3URILW 6KDULQJ $JUHHPHQW 36KDBREMHELYWLEYPHXBDUDR YVRUHEWKOGWILOGHTXDWH GLVWULEX
WKH HIITHFWLYH LQWHJUDWLRQ RI WKH EXVLQHVVHV 7RPRUHQW GdRBEDPKRO PHEU WHHNVKKENY &P YXPRG WKH TUHH PR
\HDU LQ ZKLFK WKH HDUQLQJV RI 8QLYHUVR ,0( 6 $ZUWKIQ WMk *URWEIUKW P QN MIkSDLQ DXWKRULVHG ERWK
*URXS V ILQDQFLDO VWDWHPHQWY JLYHQ WKDW LQ WRHWKHHRRKXW \GBWY HE KFHAWRFIY rRQo\ ZKLFK UHPDLQV LQ
LQWHJUDWHG IRU RQH PRQWK B8QLYHUVR ,0( 6 $ LV(®PMRLQW YHQWXUH DQG DV VXFK LV

LQWHJUDWHG LQ WKH *URXS V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV XVLQJ WKH HTXLW\

PHWKRG DV VWDWHG DERYH DQG LQWR WKH SUXGHQWLDIOVKRRPNROUGIFPWMIQRY NOES ARQWYRHRHVWHP 5LVN PD(
SURSRUWLRQDO PHWKRG REMHFWLYHV

'XULQJ WKH \HDU 5HODQ]D *HVWLpUQ 6 $ WKH *URPKD ¥ LWHFBIYWN \ P\OXEVILHEAHDOW ZDVHVVHQWLDO IRU WKH EXVL
VROG WR *HVFREUR &ROOHFWLRQ 6HUYLFHV 6 / 8 R RW VKD WD UWHKRW HG BEWHP QD NHBMOAMW *URXS ZKLFK FDU!
FRPSDQLHV DQG WKH WKLUG ODUJHVW LQVROYHQF\ EXWHuWQUW@GGSI@@VL/GFRDWMH\AWLYK\H\NOI@IW\M/PHHJLU FXVWRPHUV D
FRPSDQ\ LV QRZ UHVSRQVLEOH IRU PDQDJLQJ FROOHFWLR IRU WK H QN EXVLOQHVVHV DV

WKLV ZDV GRQH E\ WKH VXEVLGLDU\ SUHYLRXVO\ 7KL¥RY R é’YK'v\/ VD] RIP PR EKRY HRRQVROLGDWHG 1LQD

RQ D YHU\ VSHFLDOLVHG DFWLYLW\ FROOHFWLRQV ZKLLI:FkX@HVr L'-O’IJ}'VS@@LH: W\h@Q@HV%DSWtE’\N%L?!'@H JRYHUQDQF
WR DFKLHYH RSWLPXP HIILFLHQF\ ,Q WKH LPsSDFHP RNLEMRY WY BHY b MW RG KRG M

*URXS V LQFRPH VWDWHPHQW ZDV D ORVV RI WKRXVPQE APRKXRBYY ULVN FXOWXUH EDVHG RQ SUXGHQFH DQG UL

ORUHRYHU %DQNLQWHU ,QWHUQDWLRQDO 1RWHV 6 ¢ le)VWbWz&Vié'oF’oQ ﬁztg\-)g/é\‘ % B8R £ B QW YRPO\ FRPPLWWHG WR

VXEVLGLDU\ EDVHG LQ /X[HPERXUJ DQG VHW XS IRU WW(%WLWR/*B QXVFWB(YJ'M FEQ{‘Q':é\)NR HQVXUH WKH VXVW

ZKLFK DUH GLVWULEXWHG E\ LWV SDUHQW FRPSDQ\ % c?\/Wi D6U§ WiKgh TURXS V. ULVN SURIL
OLFY WKXV DLPV WR PDLQWDLQ D PRGHUDWH DQG SUXGH

VWUDWHJLF REMHFWLYHV RI WKH *URXS

6XEVLGLDULHY ZLWK VKDUHKROGHUYV HTXLW\ EHORZKW KH MNHAXGQYHE PQAWQ WVRXWHP FRPSULVHV WKH IROORZLQJ

1RQH RI WKH VXEVLGLDU\ LQVWLWXWLRQV LQFOXGHG LQ WKH FRGVWREBUG®DWMHGE NUFRXGEDSHAMNQQYWS DQOPRRAAYW R
VKDUHKROGHUV HTXLW\ EHORZ WKH PLQLPXP UHTXLUHG E\ WKH D%%Oblﬁeﬁ Fggﬁ\leLWI-PVYJLD%Q-IZRUN

7KHUH LV QR FXUUHQW RU IRUHVHHDEOH OHJDO RU SUDFWLFDO w Q
VKDUHKROGHUV HTXLW\ RU UHSD\PHQW Rl OLDELOLWLHYV EHWZHﬁgE\Ig%ﬁW%vﬁW&E@é\)—W%W\@% Fi’é%b%g\?vvﬁéhRQ

SDUHQW FRPSDQ\ 7KH VWUXFWXUH DQG RUJDQLVDWLRQ RI ULVN PDQDJHP

7KH LQWHUQDO FRQWURO PRGHO
7KH ULVN FXOWXUH
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SEFRXQWDHEO@LWWDII DQG ERGLHV PXVW EH DFFRXQWDEO

. ' . PDQDJHPHQW D%G FROWUROQ % FDVHV ZKHUH WKLV PDQ
7KH %RDUG RI 'LUHFWRUV RI %DQNLQWHU 6 $ KDV WKH SszyglRFzV\;Il__,gng\MK DRERWHCHOHSPWE MR HOGLQJ RQ WKH

HVWDEOLVK D ULVN PDQDJHPHQW DQG FRQWURO IUDPHZRUN WKP g%@, LG Y W \DPIOR WS Y O Pk RXW MO EHWRRWKH *URXS \
ILQDQFLDO DQG QRQ ILQDQFLDO ULVNV WKDW FRXOG DULVH LQFOXGLQJ FUHGLW PDUNHW ~ OLTXLGLW\

FRQFHQWUDWLRQ RSHUDWLRQDO LQIRUPDWLRQ PDQDJHPHOWE&RQ@GYHYWXWWWDRRODWLBOHIDOLWRIGQ FWEEXPWZ DQG UHV!
ULVNV ULVN Rl FRPSOLDQFH ZLWK DQWL PRQH\ ODXQGHULQJJIROHU QMURR ¥RV PVOLO-FROIY WEdE RIWVAGOHHY GHILQHG LQ
ILQDQFLDO FULPHV DQG HQYLURQPHQWDO VRFLDO DQG JRYHUBOBROHWY LBODOQGYKMFYDWHJILF ULVNV  ZLWK

UHJXODU PRQLWRULQJ RI LQWHUQDO LQIRUPDWLRQ DQG FRQWURQ, ¥ W WH BY@irwramBFK LV H[SUHVVHG WKURXJK GLITHUHQ

7KH SULQFLSOHV VHW RXW E\ WKH ERDUG LQ WKH DUHD RI ULVN, P ER
IROORZV VN PRRITP ALY PREWHRRYHBPLBY WRWKH VLWXDWLRC

,(QWHIU&LRRSUHKHQVLYH FRQVLGHUDWLRQ RI DOO PDWHULDOéU (\%@\)F/{wab\%éLV§<]1|VWI:IJ_DI§}I§I}PHF1%%H%%W EE\TVQWLQWKSDDV\L/JVSLC

GLUHFWO\ RU LQGLUHFWO\ SURWHFWLRQ DQG HQVXUHV WKDW WKH FRPPLWPHQW
,QGHSHQGHQFH RI WKHUWRLIPV N KKQEXWLRYXHVYV XQLWV VHSDUDWLQBEKWRHH XPQHNVRERY YV

Rl WKH DUHDV LQYROYHG LQ WKH WDNLQJ RI ULVNV DQG K H R U K \ .
FRQWURO DQG VXSHUYLVLRQ RI WKHP 7KLV JXDUDQWHHYV D\/Q\éI D%é%&%?ﬁ:}%v%?W\%%ﬁ%ﬁv@%ﬁﬁiﬁéﬁm@m&bxggvuLLJVKVe\?Z

DQG DXWRQRP\ WR HQVXUH SURSHU ULVN FRQWURO VRELHW\

LUHFW LQYROYHPHQW RI VHQIGHF BEDIRDQ HPDHNQ W) $FFRUGLQJO\ WKH %RDUG RI 'LUHMHQRWWD &K BV VIV W/DE DL KHC
&ROOHFWLYHVRHFQVXRIGIVFRQVLGHUDWLRQ RI GLIITHUHQW &KRBQWIUR®V ) WD BREE @ WD VW\Q I BHKHOMDOLQ ULVNV RI WKH &RPSDQ

RI VROHO\ LQGLYLGXDO GHFLVLRQ PDNLQJ SRZHUV *URXS ZKRVH SDUHQW FRPSDQ\ DV GHILQHG E\ ODZ LV %DQ

LOWHUQDO FROWURO DQG LQIRUPDWLRQ VA\VWHPV WR UHJX
&OHDU GHILQLWLRQ RI (DHFKSBRWN EDFOANSIVWIVQFH DQG PDOIHWRUORMo XQL N‘éLQ& DOO RI WKH *URXS V DFWLYLWLHV D

KDYH FOHDUO\ GHILQHG DFWLYLW\ VHIPHQWYV DQG ULVNYL bW R e PpBRE WﬁbV@LﬁF{é&H%QNQDL%N#Iﬂ%\RUWHG DOO ZL

PDNH DV UHIHUV WR ULVN DFFRUGLQJ WR LWV GHOHJDWHG SRZHUV +RZ WUDQVDFWLRQV
DUUDQJHG DQG PDQDJHG DQG ZKHUH WKH\ DUH UHFRJQLVHG ZLOO DOVR EH HVWDEOLVKHG

&EHQWUDOLVHGIPMRQWRRWURO DQG PDQDJIJHPHQW LV FDUULHG RXW LQ DQ LQWHJUDWHG
PDQQHU WKURXJK D FRUSRUDWH VWUXFWXUH ZLWK JOREDO UHVSRQVLELOLWLHYV

7TUDQVSDUHQF\ RI WKHRQQ/VRUPDUWRDRRY ULVNV DQG WKH RSHUDWLRQ RI ULVN
FRQWURO V\VWHPV SURYLGHG WR UHJXODWRU\ ERGLHV DQG NH\ H[WHUQDO DJHQWV ZKLOH
PDLQWDLQLQJ WKH ULIJKW FKDQQHOV WR IDFLOLWDWH FRPPXQLFDWLRQ

JRUZDUG ORRNMWXKDWLBDLIJQV PDQDIJHPHQW ZLWK WKH H[SHFWHG PDFURHFRQRPLF

VFHQDULR EXW DOVR WDNHV LQWR DFFRXQW OHVYV IDYRXUDEOH SODXVLEOH DOWHUQDWLYH VFHQDULRY DQG
WKH HIWHQW WR ZKLFK WKH %DQN LV DEOH WR PHHW WKH ULVN DSSHWLWH VWDWHPHQW XQGHU WKRVH
VFHQDULRV

$OLIQPRQWOO GRFXPHQWY WKDW QHHG WR EH GHYHORSHG LQ WKH DUHD RI ULVN LQ WKH *URXSiV
YDULRXV EXVLQHVVHY DQG VXEVLGLDULHYV

$VVXUDQFH RI SURSHBIRARRB OALDWYFRUDWH JRYHUQDQFH UXOHV HVWDEOLVKHG E\

WKH &RPSDQ\ WKURXJK LWV FRUSRUDWH JRYHUQDQFH VA\VWHP VHW RXW LQ WKH %DQNLQWHU
*URXSiIV &RUSRUDWH *RYHUQDQFH 3ROLF\ DQG WKH RQJRLQJ XSGDWLQJ DQG LPSURYHPHQW RI

WKDW V\VWHP ZLWKLQ WKH VFRSH RI WKH EHVW LQWHUQDWLRQDO SUDFWLFHV RI WUDQVSDUHQF\ DQG
JRRG JRYHUQDQFH DQG WR PRQLWRU DQG PHDVXUH WKHP
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7KH %RDUG RI 'LUHFWRUV DOVR UHJXGDVN\$BSBWRWHV)DQBH
ZKLFK GHILQHVY WKH ULVN DSSHWLWH DQG WROHUDQFH WKI
H[HUFLVH RI LWV DFWLYLW\ 7KLV IUDPHZRUN FRQWDLQV D
YDULRXV ULVNV DQG WKH TXDOLW\ DQG UHFXUUHQFH RI HDI
WROHUDQFH OHYHOV WKDW %DQNLQWHU *URXS LV ZLOOLQJ
DSSURSULDWHQHVV RI WKH PHWULFVY DQG OHYHOV LV UHYLH
HYHU\ TXDUWHU DV LW LV WKH FRPPLWWHH WKDW PDNHV ¢
DSSURYDO RI PRGLILFDWLRQV LI DSSOLFDEOH 7KHVH PHW
EDVLVY :KHUH D QHJDWLYH WUHQG LV VHHQ LQ DQ\ RI WKI
PRQLWRUHG XQWLO WKH PHWULFV UHWXUQ WR DSSURSULDW!|

%DONLQWHU *URXS DOVR FRQGXFWV EXVLQHVV LQ DFFRUC
HVWDEOLVKHG E\ WKH %RDUG RI 'LUHFWRUV 7KHVH LQFOXG!|
UXOHY DQG UHIJXODWLRQV DQG HIIHFWLYH DQG SUXGHQW PI
LQ WKH FRXUVH RI WKH *URXS V EXVLQHVYV

7TKHVH SULQFLSOHV DQG YDOXHV IRUP SDUW RI %DQNLQWHU
WKH EDQN V FRGH RI FRQGXFW DQG PXVW EH DGKHUHG \
FRPSDQLHY DQG SHRSOH WKDW IRUP SDUW RI WKH *URXS

7KH %RDUG RI 'LUHFWRUV LV WDVNHG ZLWK HVWDEOLVK
FRPSUHKHQVLYH LQWHUQDO FRQWURO V\VWHP IRU WKH LQV\
,Q DFFRUGDQFH ZLWK WKH JXLGHOLQHV LVVXHG E\ VXSHUY L\
*URXS V LQWHUQDO FRQWURO V\VWHP LV EDWKIGH R QO HYKWD
GHIHQFH

3LIOODU 'LVFORVXUHV 5HSRUW
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Ne) WKH LQGHSHQGHQFH RI WKH VHFRQG OLQH RI
UHVRXUFHV KDYH EHHQ UHLQIRUFHG WKURXJK WKH IROORZLQJ PHDV

'LUHFW GHSHQGHQFH RI WKH ULVN PDQDJHPHQW IXQFWLR
WKURXJK WKH ULVN DQG FRPSOLDQFH FRPPLWWHH D

&RUSRUDWH &RQWURO DQG &RPSOLDQFH

LQWHUQDO YDOLGDWLRQ XQLW 7KH FRPPLWWHH LV UHVSR RLQWLQJ

EO

s RS,

GHIHQFH LW Sqﬁ%ép% bﬁb%ﬁ§r®§§W§

? HVWDEOLVKLC
KH UHVRXUFHYV

XODWRU\ &RPSOLDQFH

H
%ﬁg J XQLWV KDV EHHQ VW
b

IKHELQGHSHA FH R
NN L S

%HJDSSRLQWPHQW DC
GLVPLVVLQJ
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$FFXUDWH GHILQLWLRQ RI WKH VXSHUYLVRU\ WDVN HQWUXVWHG WR WKH &RQWURO DQG &RPSOLDQFH
GHSDUWPHQW ZLWK UHVSHFW WR WKH $QWL ORQH\ /DXQGHULQJ DQG &RXQWHU 7HUURULVW
JLOQODQFLQJ DQG &RPSOLDQFH XQLWVYV DLPHG H[FOXVLYHO\ DW SURYLGLQJ WKH %RDUG RI
'LUHFWRUV ZLWK D JOREDO YLHZ RI ULVNV LQ DFFRUGDQFH ZLWK SUHYDLOLQJ UHJXODWLRQV DQG
UHJXODWRU\ UHFRPPHQGDWLRQVY DQG ZLWKRXW LQWHUIHULQJ ZLWK WKH LQGHSHQGHQFH DQG
DFFHVV WR WKH ERDUG RI WKRVH UHVSRQVLEOH IRU WKHVH VHFRQG OLQH RI GHIHQFH XQLWYV

JRU WKLV UHDVRQ RQ 0D\ WKH %RDUG RI 'LUHFWRUV DSSURYHG WKH DPHQGPHQW WR WKH
5HIXODWLRQV RI WKH %DQNLQWHU %RDUG RI 'LUHFWRUV ZKLFK DIIHFWHG LWV DUWLFOH UHODWHG WR WKH
ULVN DQG FRPSOLDQFH FRPPLWWHH DV UHTXLUHG WR LQFOXGH WKH PRGLILFDWLRQV WKDW WKH %RDUG KDG
DJUHHG LQ UHODWLRQ WR WKH ULVN PDQDJHPHQW IXQFWLRQ DQG WKH VHFRQG OLQH RI GHIHQFH ZKLFK
DIIHFWHG WKH SRZHUV RI WKH &RPPLWWHH

'LWK UHIJDNG] WRVR® LQ DFFRUGDQFH ZLWK DUWLFOH WHU E RI 5R\DO /HIJLVODWLYH

'"HFUHH R -XO\ ZKLFK HQDFWHG WKH FRQVROLGDWHG WH[W RI WKH 6SDQLVK &RPSDQLHV $FW

WKH WD[ ULVN FRQWURO SROLF\ LV OLVWHG DV D QRQ GHOHJDEOH SRZHU YHVWHG LQ WKH %RDUG RI 'LUHFWRUV
W LV LPSOHPHQWHG WKURXJK WKH 2IILFH RI WKH *HQHUDO 6HFUHWDU\ RI %DQNLQWHU DQG WKURXJK WKH

7D[ $GYLVRU\ '"HSDUWPHQW ZKLFK LV DVVLJQHG WR DQG VXERUGLQDWH WR WKH 2IILFH RI WKH *HQHUDO
6HFUHWDU\

&RQVHTXHQWO\ WKH %RDUG RI 'LUHFWRUV Rl %DQNLQWHU 6 $ DSSURYHG %DQNLQWHU V WD[ ULVN FRQWURO
SROLF\ RQ 6HSWHPEHU 7KLV SROLF\ HVWDEOLVKHV WKH SULQFLSOHV DQG LQWHUQDO UXOHV RI
JRYHUQDQFH IRU %DQNLQWHU V WD[ IXQFWLRQ VHWWLQJ RXW

2EOLJDWLRQV DQG UHVSRQVLELOLWLHYV ZLWKLQ WKH RUJDQLVDWLRQ
'"HVFULSWLRQ RI WKH PHDVXUHYVY LQ SODFH WR PLWLJDWH WD[ ULVNV

7KH H[ DQWH SUHYHQWLYH FRQWUROV DQG H[ SRVW FRQWUROV HQWDLOLQJ WKH LGHQWLILFDWLRQ
PHDVXUHPHQW DQDO\WVLVY PRQLWRULQJ DQG UHSRUWLQJ RI WD[ ULVNV LQ OLQH ZLWK
%DQNLQWHU V 5LVN ODQDJHPHQW DQG &RQWURO 3ROLF\ 5LVN $SSHWLWH )UDPHZRUN 58%)

DQG 5LVN O0DS

,Q WIKBKW DJDLQVW FRUUXSWARQNRQ® HW ILEHDFXWHO\ DZDUH Rl WKH VHULRXV

HIITHFWV Rl FRUUXSWLRQ RQ HFRQRPLF DFWLYLW\ DQG RQ VRFLHW\ DV D ZKROH DQG Rl WKH LPSRUWDQW
UROH WKDW HQWLWLHV LQ WKH ILQDQFLDO VHFWRU SOD\ LQ SUHYHQWLQJ DQG FRPEDWLQJ VXFK FRQGXFW )RU
WKLV UHDVRQ DV DQ DVVRFLDWH DQG VLJQDWRU\ RI WKH 8QLWHG 1DWLRQV *OREDO &RPSDFW DQG
IROORZLQJ QDWLRQDO DQG LQWHUQDWLRQDO EHVW SUDFWLFHV DW LWV PHHWLQJ RQ $SULO
%DQNLQWHU V %RDUG Rl 'LUHFWRUV DSSURYHG %DQNLQWHU *URXS V $QWL &RUUXSWLRQ 3ROLF\ RQ WKH
UHFRPPHQGDWLRQ RI WKH $XGLW &RPPLWWHH 7KLV SROLF\ LV SXEOLVKHG RQ WKH FRUSRUDWH ZHEVLWH

7KLV SROLF\ FRPSOHPHQWY WKH *URXS V &RGH Rl 3URIHVVLRQDO (WKLFV DQG &ULPH 3UHYHQWLRQ DQG LV

DQ HVVHQWLDO WRRO IRU GLVVHPLQDWLQJ WKH *URXS V XQFRPSURPLVLQJ DWWLWXGH WR FRUUXSWLRQ DQG
HVWDEOLVKLQJ WKH UXOHV DQG SULQFLSOHV RI DFWLRQ QHHGHG WR SUHYHQW DQG DFW DJDLQVW DQ\ FRQGXFW
LQYROYLQJ FRUUXSWLRQ LQ WKH *URXS V FRUSRUDWH DFWLYLW\
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%RDUG RI 'LUHFWRUV

$V H[SODLQHG LQ WKH SUHFHGLQJ VHFWLRQ WKH %RDUG
DQG UHIJXODWLRQV RI WKH %RDUG RI 'LUHFWRUV LV UHVSR
DQG FRQWURO IUDPHZRUN DQG UHJXODUO\ PRQLWRULQJ W
VA\VWHPV

7KH SHIXODWLRQV RI WKH %DQNLQWHU %RDUG RI 'LUHFWR
ZHEVLWH DORQJ ZLWK WKH UHVW RI WKH GRFXPHQWYV WKD

'HVFULSWLRQ RI WKH VWUXFWXUH RI WKH %RDUG RI 'LUHFW

W LV LPSRUWDQW WR QRWH WKDW WKH FROOHFWLYH VXL
PDQDJHPHQW LQ JHQHUDO JLYHQ WKH GLYHUVLW\ RI WKH
7KH &RUSRUDWH *RYHUQDQFH 5HSRUW DYDLODEOH RQGWHHFARUSWRDWMVZREBYQWBFWRQAWRLONRZDHYHU WKHUH DU
GHWDLOHG GHVFULSWLRQ RI WKH FRPSRVLWLRQ RI WKH %RDHRSROLWHFB®UM DIQG RW \D &R B B QW WHILIWD ® \Q BWXQH WKDW
DV RI WKH PHPEHUV WKDW FRPSULVH WKHP LQFOXGLQJ WKBRWLTURN O @ @GIBSHRIAXTWRSDE BMIHAWMRRH WKH EXVLQH
DQG WKHLU SRVLWLRQV ZLWKLQ DQG RXWVLGH WKH %DQNLQ@MIHKUL UHRXS KRO IDWKWIRF GrHWEZUD BRIV FW R B GLHYDMFYG- ®PEWLRQ E
DQG VXFFHVVLRQ SURFHVVHV SHUIRUPDQFH DSSUDLVDO DRRSBURWKKIWHQVXUHV WKDW WKH %RDUG RI 'LUHFWRUV GLY

o ' F U R v H FRPSOH[ DQG P X
ILNHZLVH WKH &RUSRUDWH *RYHUQDQFH 5HSRUW GHVF ﬁ i@M#&WH&VY&&% Vé I-F)Q dﬁbg g/l_\%&
Rl WKH %RDUG LQ $QG DOO LQIRUPDWLRQ UHJDUGLQJ V%H% UR é/RF LI ‘b N\;I; glziyl_? ﬁ W Fd< DV WKRVH PHC

UH HOHFWLRQ RI GLUHFWRUV WKDW ZLOO EH VXEPLWWHG WROQWYKRUWWQ HWXMH 6KBRPEKRBRY GRHU % DONAWMWHURWY %RWARKG RI 'LU
KDV EHHQ PDGH DYDLODEOH WR VKDUHKROGHUV RQ WHKMDGHNBRUDPWMHZHERWWHSHUIRUPDQFH DQG VXLWDELOLW\ K

7KH %RDUG RI 'LUHFWRUV ERWK DV RI '"HFHPEHU DQ I-R.p V\ %@L& Q DV RI IEJVCVViI?I—?\g/LIII)EL(I\?LVW;
DSSRLQWPHQWY DQG UH HOHFWLRQV LQ ODUFK ZLOOW %WLELL @%L lD \Fl%é g’)}' 0 ?/XSHI
UHTXLUHG WR SURPRWH LWV HIITHFWLYH IXQFWLRQLQJ WKH L I:S)W R % lUm \)0/ U Q WP&LG\NQQ_%

GHFLVLRQ PDNLQJ DV ZHOO DV D VWUXFWXUH WKDW UHIOHFWV WKH H[LVWLQJ SURSRUWLRQ EHWZHHQ WKH
FRPSDQ\ V VKDUH FDSLWDO UHSUHVHQWHG E\ LWV 3URSULHWDU\ 'LUHFWRUV DQG WKH UHVW Rl WKH VKDUH
FDSLWDO %DQNLQWHU ZLOO KDYH D %RDUG WKDW LV SUHGRPLQDQWO\ LQGHSHQGHQW FXUUHQWO\ ULVLQJ
WR DIWHU WKH LQFRUSRUDWLRQ Rl WKH QHZ GLUHFWRUV ZKLFK DOORZV LW WR IXOO\ FRPSO\ ZLWK
QDWLRQDO DQG LQWHUQDWLRQDO UHFRPPHQGDWLRQV DQG EHVW SUDFWLFHV
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7KH ([HFXWLYH &RPPLWWHH

7KH H[HFXWLYH FRPPLWWHH LV YHVWHG ZLWK DOO RI WKH I
FDQQRW EH GHOHJDWHG E\ ODZ RU XQGHU WKH FRUSRUDWH
WKH %RDUG RI 'LUHFWRUV ODNHV GHFLVLRQV WR PDQDJH DC

5LVBQG &RPSOLDQFH &RPPLWWHH

7KH ULVN DQG FRPSOLDQFH FRPPLWWHH LV DQ DGYLVRU\ ER
SURYLGHV DGYLFH RQ ULVNV WR WKH %RDUG RI 'LUHFWRUYV

UHVSRQVLEOH IRU PRQLWRULQJ WKH 5LVN $SSHWLWH )UD
&RUSRUDWH &RQWURO DQG &RPSOLDQFH )XQFWLRQ ZKLFK S
DV D VHFRQG OLQH RI GHIHQFH DQG ZKRVH RUJDQLVDWLRQ I
&RUSRUDWH *RYHUQDQFH 5HSRUW ,W UHSRUWYV PRQWKO\ RQ

$XGLW &RPPLWWHH

7KH $XGLW &RPPLWWHH DPRQJ RWKHU UHVSRQVLELOLWLH
DXGLWRUYV DQG WKHLU ZRUN DQG UHSRUWYVY VXSHUYLVHV W
VHUYLFHY DQG LV UHVSRQVLEOH IRU GLUHFWLQJ WKH ,QWH

FORVHO\ RQ ZRUN UHODWHG WR WKH PHDVXUHPHQW PRQLWF
$GGLWLRQDOO\ FRQWLQXRXV WUDLQLQJ DQG VSHFLDOLVHG H[WHUQDO DGYLFH ZKHQ GHHPHG QHFHVVDU\

DUH HOHPHQWY WKDW HQVXUH WKLV XQGHUVWDQGLQJ DQG YHKRXQWYD WL RRDSDER WYV WHKRXIK WKH XSGDWLQJ

RI WKH ERDUG PHPEHUV NQRZOHGJH DQG H[SHULHQFHV UHJIQUGERS PY iy QB WHY M Wi i @ B Y x & H XSO WG’\ UHYLHZLQJ \

DQG VXSHUYLVRU\ H[SHFWDWLRQV DQG EHVW SUDFWLVHV Lb§pRNHRRAIEN I @Ww ¥ E W IXY WYY d’\’/\HPLWDo LPSDFW

WKH %RDUG RI 'LUHFWRUV HQVXUHV WKHVH ULVNV DUH LQWH&UPWHE, & QVERR MO X YL @@\(,WMWL{@WI—UJAPQ(\% LRQ SX

WLPHV ZKLFK LQFOXGHV LQFRUSRUDWLQJ WKHP LQWR GHFLYKR QBN QIVERRRIHVBHY LYBP X8 8 UPMGRR PSS v LWXDWLRQ |

ORQJ WHUP SODQQLQJ DQG WR DVVHVV ZKHWKHU LW FRQWULEXWHY WR WKH FUHD
FRQWURO DQG ULVN PDQDJHPHQW

,Q FDUU\LQJ RXW WKHVH IXQFWLRQV WKH %RDUG RI 'LUHFWRVYYOLMPEKESRW ARG CE§ iR QREHRX O & BFRD-WAVHH
&RPPLWWHHYV 6RPH RI WKH IXQFWLRQV SHUIRUPHG E\ WKH FRPPLWWHH LQ

S5HYLHZLQJ WKH %DQNLQWHU *URXSiV 6XVWDLQDELOLW
B3ROLF\ ERWK RI ZKLFK DUH DSSURYHG E\ WKH %RDUG F
DOzD\V IRFXVHG RQ WKH FUHDWLRQ RI YDOXH

ORQLWRULQJ WKH VXVWDLQDELOLW\ VWUDWHJI\ DQG SL
DQG HYDOXDWLRQ RI WKHLU GHJUHH RI FRPSOLDQFH

2Q WKH RFFDVLRQ RI WKH FDOO IRU WKH *HQHUDO 6KDUHKROGHUIV OHHWLQJ WKH DQQXDO DFWLYLW\ UHSRUWV RI WKH VXSHUYLVRU\ FRPPLWWHHYVY KDYH EHHQ PDGH DYDLODEOH
LQ WKH &RUSRUDWH *RYHUQDQFH 5HSRUW DOVR SXEOLVKHG RQ WKH FRUSRUDWH ZHEVLWH
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,QWHUQDO FRPPLWWHHYV B3ULYDF\ FRPPLWWHH FRPSRVHG SULPDULO\ RI WKH %I

. S Y, | PSRU W L LYHV DQG
et R A A At L AR A KL TN AT I
RO QWHUQ SEdR S HORBE e L FRUUHFW DO 2

7KHVH FRPPLWWHHYV PD\ EH FODVVLILHG LQWR WKH IROORZLQJ FDWHJRULHYV

6HFRQG OHYHO FRPPLWWHHYV FRPSULVLQJ RI D ERDUG PHPEHU DQG WKH H[HFXWLYHV DQG
VHQLRU PDQDJHUV RU KHDGV RI WKH DUHDV FRYHUHG E\ WKH FRPPLWWHHYV

7KLUG OHYHO FRPPLWWHHY FRPSULVLQJ RI VHQLRU PDQDJHUV IURP WKH %DQN DQG RU KHDGV
RI WKH DUHDVY FRYHUHG E\ WKH FRPPLWWHHYV

,Q DQ\ FDVH WKH (QWLW\ KDV DPRQJ RWKHUV WKH IROORZLQJ &RPPLWWHHV UHODWHG WR ULVN
PDQDJHPHQW DQG FRQWURO

([HEXWLYH ULVN FRPPLWWHH UHVSRQVLEOH IRU DSSURYLQJ LQGLYLGXDO RU JURXS ULVNV LQ
DFFRUGDQFH ZLWK WKH HVWDEOLVKHG UHSRUWLQJ DQG GHOHJDWLRQ VWUXFWXUH DQG WUDFNLQJ
WKH FUHGLW TXDOLW\ RI WKH %DQN V EXVLQHVVHV WKH ULVN FRQFHQWUDWLRQV DQG
GHYHORSPHQWY LQ WKH PRVW VHQVLWLYH VHFWRUV DW DQ\ JLYHQ WLPH

$VVHWV DQG /LDELOLWLHV &RPPLWWHH $/&2 UHVSRQVLEOH IRU PDQDJLQJ JOREDO LQWHUHVW
UDWH DQG OLTXLGLW\ ULVNV DV ZHOO DV VWRFN PDUNHW ULVN DQG LQVWLWXWLRQDO H[FKDQJH ULVN
DQG WKH %DQN V ILQDQFLQJ SROLFLHV

7KH 7HFKQRORJ\ DQG 'LJLWDO &RPPLWWHH FKDLUHG E\ WKH &(2 LV UHVSRQVLEOH IRU

GHILQLQJ WKH OLQHV RI DFWLRQ LQ WHFKQRORJ\ DQG GLJLWDOLVDWLRQ IRU WKH H[HFXWLRQ RI WKH
FRUSRUDWH VWUDWHJ\ DQG WKH EXVLQHVV SODQ DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV RI
%DQNLQWHU

2XWVRXUFLQJ &RPPLWWHH UHVSRQVLEOH IRU SODQQLQJ HYDOXDWLQJ DQG DSSURYLQJ WKH
SURSRVDOV IRU RXWVRXUFLQJ DFWLYLWLHVY FDUULHG RXW E\ WKRVH UHVSRQVLEOH IRU WKH
FRPSHWHQW RSHUDWLRQDO DUHD HDFK \HDU

&ULPH SUHYHQWLRQ DQG SURIHVVLRQDO HWKLFV FRPPLWWHH UHVSRQVLEOH IRU HQVXULQJ
FRPSOLDQFH ZLWK WKH REOLJDWLRQV HVWDEOLVKHG LQ WKH &RGH RI (WKLFV DQG RWKHU LQWHUQDO
UHJXODWLRQV DQG DQDO\WLVY DQG DVVHVVPHQW RI SRVVLEOH EUHDFKHV RI WKHVH E\
HPSOR\HHV RU WKLUG SDUWLHV VXEMHFW WR WKHP DSSO\LQJ WKH FRUUHVSRQGLQJ VDQFWLRQV
ZKHUH DSSURSULDWH

&RPSOLDQFH FRPPLWWHH UHVSRQVLEOH IRU LPSOHPHQWLQJ SROLFLHVY LQ UHODWLRQ WR WKH
UHJXODWRU\ DQG UHJXODWRU\ FRPSOLDQFH PDWWHUV HVWDEOLVKHG E\ WKH %RDUG RI
'LUHFWRUV $XGLW &RPPLWWHH

,QWHUQDO &RQWURO 'HSDUWPHQW IRU $QWL ORQH\ /DXQGHULQJ UHVSRQVLEOH IRU
PRQLWRULQJ ILUVW OLQH FRPSOLDQFH ZLWK WKH UHJXODWLRQV RQ WKH SUHYHQWLRQ RI PRQH\
ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ DV ZHOO DV UHVSRQVLELOLW\ IRU DFFHSWLQJ RU
UHMHFWLQJ WUDQVDFWLRQV FXVWRPHUV WKDW EDVHG RQ WKHLU ULVN W\SH DUH FRQWUROOHG E\
WKH $0/ '"HSDUWPHQW
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WHJIDUGLQY WKHW FODXQPK DQG PRQLWRULQJ RI QHZ SURGX
RQHV

7KH ULVN PDQDJHPHQW DQG FRQWURO IXQFWLRQ LV GLVWULEXWMHA- VBV RJFVERRHVE BRGEH LY VRIRWMKWHRIRQRRZLQI ILUVW C

%DQN VXFK DV 5LVN &RUSRUDWH &RQWURO DQG &RPSOLDQFH gkQE& QK Hun&RHeV B OwkD SMIMOL o - WWHP QUL VN SROLFLH:
%DQNLQJ DQG ,QWHUQDO $XGLW VHIPHQWY ,W LV GHOHJDWHG SRZHUV WR DXWKRUI

%DQNLQWHU V RUJDQLVDWLRQDO VWUXFWXUH LV EDVHG RQ WKH SUH\OGFRGWYHERH | RdH ¥iKdic HQ Wik WH & bMNs pYRWIHKY IURP
Rl IXQFWLRQV EHWZHHQ WKH YDULRXV XQLWV WKDW LGHQWLI\ DVNVRPRE®HGRP HE&K bH QN W D) & LAKRYWY WRHMO RI HITLFLE

PRQLWRU DQG WUDFEN ULVNV *OREDO ULVN PDQIHHPRA@W. EOH IRU GHYHORSLQJ LF

7KH UWHVLGHVY LQ DOO WKH EXVLQHVV XQLWV D Qad DX kWi Rd siRQGy W@ U O\ PRQLWRULQJ VWDWLV\
WKDW IRUP SDUW RI WKH %DQNLQWHU *URXS 7KHVH XQLWV DU® WHRXYRGEVIHEIW | RB UWBIROWRM L PIREQEBQRKDQFLQJI WK
PDQDJLQJ H[SRVXUH WR WKH GLIIHUHQW ULVNV WKDW WKHLU POFRWPIHRMQW wikitH & @RARFAPO RRIGHPYHIHUIRUP D NH\
SURFHVVHV DQG V\VWHPV WKDW FRPSULVH LW PD\ HQWDLO BbB@FK¥BRWHRQ QRRUPHEX GRWRYI\RBYG LQWHUQDO FDSL
UHJDUGLQJ WKHP DSSO\LQJ WKH FRQWUROV DQG PLWLJDWLQJ SYRWRUM @K DWRDWHFBURHVVHRFBHEHUL QG LQ WKH H
DQ\ FDVH WKRVH HVWDEOLVKHG E\ WKH *URXS V ULVN PDQDJRPRWYWHYDP$2RIN DQW BOWKRYHUVHHV WRJIHWKHU

DSSOLFDEOH SROLFLHVY DQG SURFHGXUHV 7KH\ DUH DOVR UHVSRBVHPBRRAROW (R pivH /SEBEVNHPERBWHIRYY DQG SURFI
N IRU WKH DQDJHPHQW PRGHO ,WV UH

VN P
DQQRXQFHPHQWY DQG UHJXODW
RY W IDFAPA\P O QFPHQWDWLRQ S
UW\ ULVNV PDUNHW
HRANQUIBN MAL HY VL 5 B & Gy GHIL QL
VIRQ@ERAW LBH@HPHQWLQJ PDLQ\
LWRELEOHORY WHRY

WHWRWWEHsdBNHEHEHBY Lo DFwLYL
R 8 ORIV Vs PRIFHIEORPHR b oG UHIXOTI
HMH\D‘%UQ%H\E\WH%?%U%DQDJHPHQ
AR /3 \U

J U P& RN surILOH
JDOQLVDWLRQ 'PHWKRGV

2
& WVLIRD X QR Y By DVOD WIFRVGDUDY FRRUGLQD
WKH PDQDJHPHQW RI FUHGLW SRUWIROL

™Mo

UHO
,Q WKLV UHJDUG WKH FHQWUDOLVHG 5LVN IXQFWLRQ ZKLFKpHY
IXQFWLRQDOO\ WR WKH 0DQDJLQJ 'LUHFWRU RI 5LVN FRYHUV FUHGL
OLTXLGLW\ DQG ILQDQFLQJ VWUXFWXUDO LQWHUHVW UDWH UWHOHBWW&
RSHUDWLRQDO ULVNV ZLWK WKH H[FHSWLRQ Rl WHFKQRORMEPRBUWRRRASO
RXWVRXUFLQJ ULVNV ZKLFK DUH PDQDJHG ZLWK VSHFLILF SURPHPSYRY PO
IXQFWLRQ KDV JOREDO DQG FRUSRUDWH UHVSRQVLELOLW\ DQG:SHRYd
ERGLHV RI %DQNLQWHU *URXS ,W LV UHVSRQVLEOH IRU SXWWLQ} WX SORSH
DSSURSULDWH SURFHGXUHV DQG SHUIRUPLQJ WKH ILUVW OLQH RR@WWRPYY!
LW LV IRFXVHG RQ FDUU\LQJ RXW WKH ULVN IXQFWLRQ DQG LQWH LH%W’QQQ%NWWH
WKH VHYHUDO EXVLQHVVHV RI %DQNLQWHU DQG LWV *URXS 7KH GRFXPHQ U
DQG SURFHGXUHV IRU ULVN PDQDJHPHQW DQG FRQWURO FRQWDIVOVSWHR

GHWDLOV LQFOXGLQJ LWV GLYLVLRQV DQG XQLWYV DSSURDF
PRVW DSSURSULDWH L%IRUPDWLR DQG PDQDJH

:LWK UHJDUG WR FUHGLW ULVN DQG GXH WR LWV LPSRUWDQFH\IivéHLbIjQ WLFQQ_%RN%DQ)N%LGQV\L, WQ’UR@WH‘() VaWEHv B G 11

5LVN $UHD IHDWXUHV D GHFHQWUDOLVHG VWUXFWXUH ZKLFK dJH My GLYRRW O\ WR WKH 0DQDJLQY

'LUHFWRU RI 5LVN DQG ZKLFK KDV VSHFLILF WHDPV DSSRLQWHG WR IXOILO GXWLHVY UHODWHG WR DSSURYDO
PRQLWRULQJ LQFLGHQWY DQG UHFRYHULHV LQ WKH UHJLRQ®DOO0RWUNHON WihrWNRRDYGC WRV WENMEKRPHWEQRHOMWFRWWHRID QDJILQJ
DQG SURSHU XQGHUVWDQGLQJ RI FXVWRPHUV DOO RI ZKLFK DU HKMWMAHSW IND &1 ILLd BAK HZ VOO MK D a5 EWY LWRVARQWURO DC
3RZHUV DUH GHOHJDWHG DV QHFHVVDU\ IRU WKLV 7KHVH UHJLRGNHWHDOWYUDPWHDDQRR URVEROPYLEXWUHRQFY DQG PDU!
ULVN FRQWURO DFWLYLWLHYV LQ WKH ILUVW OLQH RI GHIHQFH LOVWLWXWLRQDO DQG WUDGLQJ RSHUDWLRQV

,Q RUGHU WR HQVXUH D JOREDO DQG KRPRJHQHRXV YLVLRQ RO WKWH GHWFXNVVHENWYDMBW WKKHURREDQFHY 6KHHW 0DQD
WKH &RUSRUDWH &RQWURO DQG &RPSOLDQFH 'HSDUWPHQW VHFRHED B WEFRH QOQ GZW KK 5 VWHNS RIS\ UMRP HWIHKAH 7UHDV XU\ DC
PXVW FROODERUDWH RQ WKRVH DFWLYLWLHVY WKDW PD\ KDYH D HWSOEW RQHW KH V& KSR TGN W W IRPEVMBPULHNMW DQG I
DQG LQIRUP HDFK RWKHU RQ NH\ LVVXHV UHODWLQJ WR WKH EDGN NV UNVWUIXFWXEDOWUY IEKEND UINGHOY RUDLERWWD M LW KH LQGH
FRRUGLQDWH WR HQVXUH SURSHU FRPSOLDQFH ZLWK WKH REOPHMWXRGWY DURRQOWRURR IWRA G HRHWHURBOLQI FKDQJIH!

IRU JUDQWLQJ DQG PRQLWRULQJ ORDQV DQG WKRVH SURYLGHG FRW WiHQW K HP DOYW H WQDQ@GF RRMWQURIDUSDLEWMOUOWUNY LQ ELQ
E\ WKH $VVHWV DQG /LDELOLWLHV &RPPLWWHH $/&2 I

WUDGLQJ SXUSRVHV
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3
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2SHUDWLROQDHBRIUWNQJ WR WKH +HDG RI ODUNHW 5LVN DQG 7 RN WiRDUNL FRRQ DAL BIRMRIRO FRQIHUV SRZHUV XSRQ WK
ZKR LQ WXUQ UHSRUWV WR WKH &KLHI 5LVN 2I1ILFHU WKH 2SHUHVLRENE RBUMKL ®Q LW WRUFR/GE DYXRR®YO\ PRQLWRU (
IRU SURPRWLQJ DQG FRRUGLQDWLQJ SURFHGXUHV DQG WWREHHW IR NVKH QMGHIHVMW LB Q& LRIQF XLGLW\ ULVN VWR
PHDVXUHPHQW FRQWURO DQG UHSRUWLQJ Rl RSHUDWLR QD OWKH B6\D QSIUR Y IQ/MLIMWK KH. FRQUD O GIRALWILR@YV ZKLOH DOV
ZLWK D XQLIRUP YLHZ Rl RSHUDWLRQDO ULVN ODQDJHPHQW DRSISWR M HV LDQAG GBLHIOH RD VRISV WORVWR®BIDEI &2 RQ DQ DQQX
ULVN LV GHOHJDWHG WR WKH *URXSiV YDULRXYV VXEVLGLDLPLD-IQ/DJVI)PSB—BJ’MUWIN\LKI+DDIFE)L(DH§PIE[(&WLI_CR}Q\H\G ULVNV
XQLWV 7KLV PDQDJHPHQW LV RFFDVLRQDOO\ SHUIRUPHG \ VS DO W,
GHSDUWPHQWYV ZKHUH GHWHUPLQHG LQ WKH FLUFXPVWDQF JI&I?F J@%@%E‘\%W@b%ﬁ \}Jébgggﬁ IRU PDQDJLQJ DC
VHFWRU FRUSRUDWH SURFHVVHV ZHOO DV 'V JH LQVWLWXWLRQDO FKI
SROLFLHV +RZHYHU FDSLWDO PDUNHWYV ZLWKLQ LWV
1RQ SHUIRUPLQJ ORDQV DQGHWIRRUMROHYIROWM QQLQJ DQG MIX®DAKOLU &KLHI ([HEXWLYH 21ILFHU RU *HQHUDO 0DQ
WKH SURFHVV IRU UHFRYHULQJ RXWVWDQGLQJ ORDQV LQPBDBOUUWRXW \DFRVL RS@VDXICPM G BW SURWHFWLQJ WKH ¢
LPSOHPHQWLQJ DQG SURPRWLQJ LQWHUQDO DQG H[WHUQDO W|RR7(DJ\D®LQQ;] DHFSVS.HRLQWXI(BZU\MMHMV\NSO&M‘BFD\IUI—H.VH

ZLWK D YLHZ WR PLQLPLVLQJ QHZ QRQ SHUIRUPLQJ ORDQV J
DQG PDQDJLQJ WKH FROWURO PRQLWRULQJ DQG QRQ DPL % LA WKHL'UJDSVHKZHRL;{’\S'HDUC
DFFRUGDQFH ZLWK SUHYDLOLQJ OHJLVODWLRQ E\ FUHDWLQJ FI( \6 b\é\kéﬁlg\% SHDVW DO OXD

WKDW PDNH PDQDJHPHQW PRUH HIILFLHQW DQG E\ LPSOHP WHCH

HITHFWLYH PHFKDQLVPV DQG SURFHVVHV WR LPSURYH wv(le L%—D:(RD(@FJN @KHQWVWD@EHHPHQW XQLW RU RQ LWV
WUDQVDFWLRQV ,W LV DOVR UHVSRQVLEOH IRU DOO PDWWGHBYN H WD WSO MRH 9W kK WRALEMFDRIDRBYLWDNHQ E\ WK
DSSURYDO DQG PRQLWRULQJ RI IRUEHDUDQFH DUUDQJHPHQWNOVWLWXWLRQDO SRVLWLRQV '"HSHQGLQJ RQ WKH FLU
5HDO HVWDWHNHWWH®WN DQG XSGDWLQJ WKH SULFH RI |RUHH§’§W D§V\§WQ%] m %DQN IURP SRWHQWLDO DGY
GHWHUPLQLQJ WKHLU SXUSRVH ,WV UHVSRQVLELOLWLHV LJFO H¥V X QY YR 1D 8/ %0 6

OHJDO DGHTXDF\ Rl WKHVH DVVHWV DQG PRQLWRULQJ WKHEOWRD ®WHYHE W OLPLSIR-APHI@WID O WY V N V

SXUSRVH DQG PDLQ UHVSRQVLELOLW\ LV WR SURDFWLYHO\ VHHN E\ PD HW L DQG

PDQDJLQJ DVVHWV LQ DFFRUGDQFH ZLWK SULQFLSOHV RI WL&L? \?%ﬂvdhcﬁﬁ\DQﬂﬁllK@LVHcf\WUé"k%?& PLQATXH THDWXUHV W

FRPSHWLWLRQ DQG HIIHFWLYHQHVV LQ RUGHU WR REWDLQ RIK Kk WHER Qs B WHH & RUAMNEG H EWWO\ LW KDV Wi
SULRULWLVHY TXLFN VHOOLOJ LOUHYHUVEESH GDPDIH > TKNVA L PSDEW ZRXOG PDWHU

SHULRGV W\SLFDOO\ FRQVLGHUHG LQ ILQDQFLDO SODQ
7HFKQLFDO PDQDBEHPHMWHD LV LQ FKDUJH RI SURFHGXUDO [DEXSHFMHUWRD VOKM BH¥BXVH LWV HIIHFW LV VR ORQJ WH
DSSHWLWH IUDPHZRUN DQG WKH FRUSRUDWH ULVN PDS DQGWK¥HHUNRSKHWRR WWKHPVYWEBOW LRIQQHHDIVXUHY WR EH LPS
GHIHQFH RI FHUWDLQ VSHFLILF ULVNV HJ UHSXWDWLRQDO 7KLY O\WVRAMR BYHWHEKPEBH DEEGFIRQEGEVWRULFDO UH

OLQHV RI *URXS VXEVLGLDULHV
%DQNLQWHU LQFRUSRUDWHY D VHULHV RI LQGLFDWRUYV
7KHUH DUH RWKHU ULVNV RQ WKH IURQW OLQH VXSHUYLVHG E\ RW&H U FERBLGINUDZKG \W KR BHWL RD WH EKPWJIH PD\ SRVH I
ODQDJHPHQW LQGLFDWRUV DUH WKH ERUURZHU V *UHHQKRXVH *DV
&HUWLILFDWHY RI WKH SURSHUWLHV XVHG DV FROOD
EWUXFWXUDO ULVNV GHWHUPLQH D FRPSDQ\iV SRWHQWLDO H[SRVXUH WR FC
7KH %RDUG RI 'LUHFWRUV VHWYVY WKH VWUDWHJ\ DQG PDQDJHWKRW PRGN VR UWKHUXPEROE /O RILVNOLPDWH FKDQJH
LOQWHUHVW UDWH OLTXLGLW\ DQG IRUHLJQ FXUUHQF\ ULVNVYWDQ@® WPDWHNVHW ULVNV DQG GHVLJQDWHYV
YDULRXV ERGLHV WR PDQDJH PRQLWRU DQG FRQWURO WKHP ,W DOVR VHWV WKH ULVNV SURILOH WR
EH DVVXPHG E\ %DQNLQWHU VHWWLQJ PD[LPXP OLPLWV WKDW LW GHOHJDWHV WR VXFK ERGLHV
DV GHILQHG LQ WKH ULVN PDQDJHPHQW DQG FRQWURO IUDPHZRUN
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'"HILQLWLRQ RI D QHZ EXVLQHVV VWUDWHJ\ EHFDXVH Rl FOLWRWHQRIQDQD® GJ LD/AD UHRANVQWHW LIQJ RQ LQIRUPDWLRC
ZRUNLQJ RQ WKH IRXU SLOODUV WKDW VKRXOG XQGHUSLQ WN_LP\BURYH WKH WHFKQRORJLFDO HQYLURQPHQW PDQD

e

D/

D/

6XVWDLQDELOLW\ SROLF\ %DQNLQWHU KDV EHHQ PDQDJ IR/ V&(IPILI LN PDQD\}];'FP;UQLV:/N\V\\J\:
GHFDGH QRZ WKURXJK VXFFHVVLYH SROLFLHY DQG VWUDW L YDO DQG PDLQV
RI WKH OHDGLQJ LOQWHUQDWLRQDO VXVWDLQDELOLW\ DQ HO DXWKRULVDW,
FRPPLWPHQWY VXFK DV WKH 8QLWHG 1DWLRQV *ORED FRQWLQXLW\ SODQV WHFK
BULQFLSOHV 81(3), WKH 8QLWHG 1DWLRQV (QYLURQPH ) W VHEXULW\ |
,QLWLDWLYH WKH 5HVSRQVLEOH %DQNLQJ 3ULQFLSOHV D % é ;@&l DQL'%PHQWLILFDWLRQ |

6FHQDULR DQDO\VLV 8VLQJ WKH EDVHOLQH VFHQDULR L HYXlQ-QI\HHQEROLWLB@G DVVHVVLQJ
WKH EDQN V VWUHQJWK DFFRUGLQJ WR LWV VWUDWHJI\ .D M VHW RI RWKHU
SODXVLEOH VFHQDULRYV PD\ RFFXU QS%é)XVVéR/[L%bBV&%WVH

'HFDUERQLVDWLRQ VWUDWHI\ %DQNLQWHU UHFRJQLVHYV gL w PL HPIJ-:| R

V ULVN LV GHOHJ
WV RSHUDWLQJ -
UDWH UHSXWDWLI

ELOLW\ DUHD GUDZ

DVVXPH LWV UROH DV IDFLOLWDWRU RI WKH WUDQVIRU
HFRQRPLF PRGHO ZKLFK DOORZV PLWLJDWLQJ RU DGDSW
FKDQJH DQG SUHVHUYLQJ WKH HQYLURQPHQW %DQNLQW

GLUHFWLRQ DV GHPRQVWUDWHG E\ LWV PHPEHUVKLS LQ M»ﬁ}é %é@ﬁ FFSQDDV\“}ES?(Eg FRU'L\\/NLT/L:
1HWZRUN DQG LWV DGKHUHQFH WR WKH 81(3 ), DQG WKH 1 P

EHORQJLQJ WR WKLV $OOLDQFH %DQNLQWHU XQGHUW®NHKY 1D FRPPLWPHMP\/BBLR/DQUQD] LMULHY RI XQLWV VSHF
ILQDQFLDO DQG LQYHVWPHQW DFWLYLW\ HPLVVLRQV QRRGMLWIRWUIEQJ FHUMIDDQQUWLZNWKLWREXGLQJ WKH 5LVN &RC
REMHFWLYHV RI WKH 3DULV $JUHHPHQW RQ &OLPDWHRPKSIQADHFAR $EHDL PRQHR Q/DWRIGHULQJ DQG 7HUURULVW
FRPPLWPHQW LQ )HEUXDU\ WKH *URXS GUHZ XS LaXW\RRXQU BHFD BERWWDWKRQH XQLWV DUH WDVNHG ZLW
VWUDWHJI\ DSSURYHG E\ WKH *URXS V DGPLQLVWUDWL YRDBRGM RHQNR SROWKLH VX8 WREDGEUBYW\QG JXLGHOLQHV L
DQG DSSRLQWPHQWY FRPPLWWHH 7KLV LQYROYHG HVWHDELHAKLIQD Q\GS AR RIWE LEXMQAVQLUWDRVWYHH RYHUVLIJKW DQG
WDUJHWV IRU ILQDQFHG HPLVVLRQV LQWHQVLW\ WR RI G_HQIHCOQLFQ-IH [ZQ.WIGI—WIKHQHQJI\D\Q_(RQSURPRWLQJ WUDLQLQJ D

UHGXFWLRQ SODQV ODLG GRZQ LQ 6SDLQ V ,QWHJUDWH J\ DO.G

7R PHHW LWV GHFDUERQLVDWLRQ WDUJHWV %DQNLQW ?Kh H SRI—||UGDHv:IHLgFH+PRX

VWUDWHJ\ WKDW KHOSV RXU FXVWRPHUV WUDQVIRUP % FHV iy DFW?_RQV
%PI

PRUH HFR IULHQGO\ HFRQRP\ +RZHYHU ZH PXVW UHPH P
RI IRVVLO IXHOV LV WKH PDLQ VRXUFH RI JUHHQKRXVH 'ﬁ'ﬂ\né?

\HDUV PXVW IRFXV RQ UHGXFLQJ RXU UHOLDQFH RQ IRS /V7LKCH I\XI-H'IW\RIFBQ\WN-GHID'IDI-EQ\E\$\EIIR|HQ’MJN2XS
WKLV EDFNGURS %DQNLQWHU ZLOO EHFRPH LQFUHDVL JO\ GH%{%FL%FB W% WHUPV RI
1

U

FRPSOLDQFH ZLWK GHFDUERQLVDWLRQ REMHFWLYHV OFP Q\/}/ WWy M HH VR RQW PGRH RI GHIHQFF
LQFRPSDWLEOH ZLWK HPLVVLRQV UHGXFWLRQ RU FXVWwRBHU BN LYRFY VOB 5B U R RXW

FKDQJH $ FRPPRQ PHWKRGRORJ\ WRROV DQG UHVRXUFHV

6XVWDLQDEOH EXVLQHVVHV %DQNLQWHU KDV GHVLIQHG OWWUJROLSE#R@WIB\MVHOUQMH@QWLRQ DOG LQGHSHQG
VXVWDLQDELOLW\ FULWHULD H J VXVWDLQDEOH LQYHVWPHQW IXQGV JUHHQ PRUWJDJHV GHEW

LVVXHV UHQHZDEOH HQHUJ\ SURMHFW ILQDQFH DOWHWEPQNYWIWHP YRiQWHRERU WD JIWPQG |odEHVY WR WKH *URXS
SHQVLRQ IXQGV PDQDJHG XVLQJ FULWHULD RI VXVWDLQDEI@RWPHRY IWEBWFSER KL CGHIYHBIJFRPSUHKHQVLYH RYHL
HIILFLHQF\ DFWLYLWLHV LQ KRPHRZQHUV DVVRFLDWLRQVVLWXDWLRQ

7HFKQRORJLFDO ULVNV 7TKH&ERUSRUDWH &RQWURO DQG &RREOLDQFHIHMSRQWIPE)

VXSHUYLVLRQ GXWLHVY DLPHG DW SURYLGLQJ WKH %RDU(

7KHVH ULVNV DUH VXSHUYLVHG E\ WKH 7HFKQRORJLFDO 5y W% DW DQ(@ POGUYE Y WARYGY B R QMRLANLWS DOG FRPSOLDOQ

$UHD ZKLFK UHSRUWYV WR WKH *HQHUDO 'LUHFWRUDWH RLI“.)V@R FHWQ® 'b&laY W FP ANk QK DBEHVUWKH %RDUGV FKI
PDLQ UHVSRQVLELOLWLHYV LQ UHODWLRQ WR WKH PDQDJHPHQW RI WKHVH ULVNV DUH DPRQJ RWKHUV
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UHFRJQLWLRQ DQG REMHFWLYLW\ FRPPRQ WR WKH VHFRQG OLQHRKRM GEHOWIHLPRWHRYHRI DWA WMDYV ULVNY ILQL
WKH ULVN FRQWURO DQG LQWHUQDO YDOLGDWLRQ UHJXODWFRWLFRPEW LD QEHR WEUGLYHORW.ARQD @G PRGHUHFWO\ WKUR
ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ ILQDQFLDO FRQWU D WVRXUFL QJ HY VH U
RUJDQLVDWLRQDO SXUSRVHV 1RWZLWKVWDQGLQJ WKH DERYH Wﬁﬁpﬁﬁ%{@ R'?\NQ%VQ&D§§¢(/\&EMJ5'O\/C¥VR OLVKHG E\ PDC
WKH VSHFLDOLVHG XQLWV GHDOLQJ ZLWK 5HIJXODWRU\ &RPSOL D WKH 3UHYHQWLRQ RI ORQH\

IDXQGHULQJ DQG 7HUURULVW )LQDQFLQJ ZLOO EH DVVRFLDWH G7XIHW IS IWK/H FFLRIBIM V@R QRSIL QUKW X FRUBIRWULIRPH ULVN FXO
GXWLHV /LNHZLVH WKH ULVN DQG FRPSOLDQFH FRPPLWWHHGRLQMOHEMY UHVSRQVLEOH IRU WKH

DSSRLQWPHQW RU GLVPLVVDO RI WKH +HDGV RI WKHVH XQLWYV
&RQWURO RI DOO LGHQWLILHG ULVNV H[FHSW WKRVH W

7KH &RUSRUDWH 'LUHFWRU RI &RQWURO DQG &RPSOLDQFH +HDGDODRFRKOWOO R DIHAHQWE LROWSRKQWIHII ULVNV F UHJ
RU GLVPLVVHG E\ WKH %RDUG RI 'LUHFWRUV RQ WKH UHFRPPHQGDWORR RIQWKHH UEYWD C®& HFWRREWILRQFH
FRPPLWWHH DIWHU KHDULQJ WKH &KLHI ([HFXWLYH 2IILFHU DQG IROORZLQJ DQ DVVHVVPH

W RI WKH
'LUHFWRU V VXLWDELOLW\ FRQGXFWHG E\ WKH 6XVWDLQDEEO0PHRPLFPI %@ﬂMNN&ﬁ@H&&VPPQWWWWLU UHVXOWYV

ILNHZLVH WKH ULVN DQG FRPSOLDQFH FRPPLWWHH LV UHVSRQNMIFIIEIBY RRBWRIRE ¥ oEWEVHWEK BRYUFHQFH LQWHJ
DSSURYLQJ LWV UHPXQHUDWLRQ ZKLFK ZLOO EH VXSHUYLVHG &Y WK KU ROQRIU AW HRQ I&RRALMIMSHY v 7KHWKH DGPLQLVW
+HDG RI WKH &RUSRUDWH S5LVN ODQDJHPHQW )XQFWLRQ ZLOGHSE R UDUWL K| &RBDDIYEVHE RU SV FRPPXQLFDWHG L

DSSRLQWPHQW RU GLVPLVVDO RI WKH SHUVRQ UHVSRQVLEQH bR L\ BE& QW WKE PR QGv H@ W QX® $XGLW &RPP
9DOLGDWLRQ 8QLW ZLWK WKH &RPPLWWHH EHLQJ UHVSRQVLEOH IRU D J DW X W H
R | GHIHQFH LQWHJUD

7KRXWV H R
UMWPHZRON RYHU WKH *

nS>
4
Th
E
-
=
<

7KH &RUSRUDWH &RQWURO DQG &RPSOLDQFH )XQFWLRQ H[WRG&VYYL
HQWLWLHV VXEVLGLDULHV DQG EUDQFKHV RI  WKH %DQNLRWHY FHIRHF 6 LER RS HUYG FPM Rz L6 MUCH- Y "WV RXUFLQJ 3RO
LOQGHSHQGHQWO\ DQG REMHFWLYHO\ XQGHU D VLQJOH PDQDJHPHQW WKH EXVLQHVY OLQHV DQG VXSSRUW
XQLWV WR HQVXUH WKDW ORUHRYHU WKH &&" IXOILOV D VHULHV RI VXSHUYLVRU\ GX
IRU RUJDQLVDWLRQDO SXUSRVHV 7KHVH GXWLHYV DUH
3HUVRQV ZKR SHUIRUP GXWLHV IRU WKH &RUSRUDWH &RQWURO DQG & SOLDQFH '"HSDUWPHQW

ZLOO EH GHGLFDWHG H[FOXVLYHO\ WR WKHVH GXWLHV DO®KH GEMM DFQHME R@Y EXWRRWUROOLQJ FRI

R
RU WDVNV FRUUHVSRQGLQJ WR WKH DUHDV WKH\ VXSHUY LWHKRMH FldQ\e FW DQG WUDQVSDUHQF\ ZLW
ILQDQFLDO L LQYHVWPHQW SURGXFWV DQ

W ZLOO EH VHSDUDWH ITURP DQ RUJDQLVDWLRQDO SRLIEPYNHWYbHEZ%VHURE G WRRG XA IV YWEXULWLHY PDUN
VXSHUYLVHV DQG FRQWUROV DQG FRPPLWWHH RQ FRPSOLDQFH ZLWK WKH FRGH RI FRQC
7KH UHPXQHUDWLRQ RI LWV VWDIlI ZLOO EH VWUXFWXUHG HgT\)%FLWBHzQJV\VY/\/QlS?\ﬁ RQJRLQJ LQVSHFWLRQV RI UHJXODWI
RQ UHJXODWRU\ PDWWHUV WKURXJK WKH YDULRXV UHJX
FRQILJXUDWLRQ DQG GHYHORSPHQW RI QHZ SURGXFWV D

8 ,W GRHV QRW LQWHUIHUH ZLWK WKHLU LQGHSHQGHQFH DYEMYEWRPWLY Lw

@I%QI&-H ,/,gﬁ’gngl%gsg%!,QQG 7JHUURULVW L)\ @D @QMHRKIQBBBW H
8 4XDOLILHG DQG H[SHULHQFHG SHUVRQQHO FDQ EH HPSC{){'\U H oY Vi OLQH RI GHIHQFH ZLWK JOREDO U

8 ,W LV QRW VXEVWDQWLDOO\ OLQNHG WR WKH UHVXOW V FRFEEQWD LQBI)GQBE\HW K 8 JDD @ 6 WWHKKRVX ¥ MUMIQMHORUQJ 7KLV LV
PRQLWRU DQG IUDPHZRUN SURPRWLQJ ULVN PLWLJDWLRQ PHDVXUHV DQ
RQ WKH VXSHUYLVLRQ DQG FRQWURO RI FRPSOLDQFH ZLW

8 WLV SULPDULOY PDGH XS RI IL[HG FRPSRQHQWYV DUHD 7KH XQLW LV DOVR UHVSRQVLEOH IRU UHSRUWLQJ
6HUYLFH Rl WKH &RPPLVVLRQ IRU WKH 3UHYHQWLRQ RI OR(

KHUHL%DIWHU 6(3%/%$& DQG IRU VHQGLQJ LQIRUPDWLF

7KURXJK SWKN &RQWURO DQG WKGL&BWERQDSH BRQWURO DQRp&RR %‘F%QEWPPLWWHH RI WKH %RDUG DQG WR 6HQLRU
'"HSDUWPHQW SHUIRUPV %DQNLQWHU V ULVN PDQDJHPHQW IXQFWLRQ IRU WKH SXUSRVHV RI DSSOLFDEO

UHJXODWLRQV ,W KDV UHVSRQVLELOLWLHV RI D JOREDO DO HZRUYSR W KHH LEOW XHIQ VW Qd- WS SR UEMI LWOHO WUDQVIRL

JRYHUQLQJ ERGLHV RI WKH %DQNLQWHU *URXS LWV GXWLHV RBFROXXEW Q D WK®@J | ROUKRHIZAUINO IGEHARYW R RPMKKH W@ WURGXFWLRQ
SUDFWLVHY ZKLFK DUH PDQDJHG GLUHFWO\ E\ WKH 7HF

C
O o
® x
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&RQWLQXLW\ 'LYLVLRQ DV WKH ILUVW OLQH RI GHIHQFH DQGoLQ RNAVOBDWLRIQWKRI ZKIOPKXW KHR & &'RP BW VDWW MV K H

VHFRQG OLQH RI GHIHQFH IRU WKH SXUSRVHV RI FRQWLQXRXYV BBﬁtgf%h%i\ﬂ_lR\g6HF}/é—l WﬁHFKG‘qslggﬂQl\f)PUqﬁ RI VHEXULW\

ULVNV GHILQLQJ HIIHFWLYH PLWLIJDWLRQ SODQV DV QHHGHG ULJKWV DQG IUHHGRPV RI GDWD VXEMHFWYV

)LODOO\ RQ ODUFK WKH ULVN DQG FRPSOLDQFH FRPP H H URYHG WEKH.6WDWXW K
&RUSRUDWH &RQWURO DQG &RPSOLDQFH 'HSDUWPHQW W7E<W%$:L& b &%{P’%?téwﬁ%ﬂg{vwg/}?'- U@%ééVHL%WHUQDO UXOHV D
UHJXODWRU\ IUDPHZRUN IRU WKH FRUSRUDWH &RQWURO DGE% L\/gEF KRG ERERFEREFRWEEB I Lw zLwk
WKH RUJDQLVDWLRQDO HOHPHQWYV QHFHVVDU\ IRU WKH HIXFEWKMYPRUW R UG DREEHRI WWVUKIQFWURA WEE SWURQSREOWF
HVWDEOLVKLQJ WKH UROHV DQG UHVSRQVLELOLWLHYV WKDW ERDINHBHRQ ® WER WU RIB WISHH DB SERGOMM W KRR KDV E
FRPSULVH LW 7KLV UHJXODWRU\ IUDPHZRUN FRQVLGHUV WIRK) XRLTEH INM®AMWIRONDQG VSHFLDOLVDWLRQ RI

WKH XQLWV WKDW FRPSULVH WKH &RUSRUDWH &RQWURO DQG &RPSOLDQFEH GLYLVLRQ TKHUHIRUH LW LV
FRPSOHPHQWHG E\ WKH FKDUWHU Rl HDFK IXQFWLRQ &RRUGLQDWLQJ WKH SULYDF\ DQG GDWD SURWHFWLF
JXDUDQWHH WKDW WKH\ DSSO\ WKH VDPH FULWHULD L¢
&KDUWHU RI WKH DQWL PRQH\ ODXQGHULQJ DQG WHUURULVWIURWAEMQRXQFWLRQ

&KDUWHU RI WKH UHJIXODWRU\ FRPSOLDQFH IXQFWLRQ $SSURYLQJ QHZ LQLWLDWLYHV WKDW DIIHFW WKH ULJK)\
&KDUWHU RI WKH ULVN FROWURO DQG LOQWHUQDO YDOLGDWL%KL%V%Wﬁﬁﬁé@@V#—'QW WR WKRVH DOUHDG\ DSSURYHG L

DW RI WKH SULYDF\ DQG GDWD SURW
&KDUWHU RI WKH TLQDQFLDO FRQWURO DQG RXWVRXUFL/%%W&\FV&:LDRQQNLQWHU *URXS HOWLWLHV WKDW SURFHVV SHU\

2WKHU XQLWY RU ERGLHV WKDW PRQLWRU VSHFLILF ULVNV QRWA GWHYDBWHRI ILEWRB WIKMKE&KH GXWLHV RXWOLQHG LQ 5
3DUOLDPHQW DQG RI WKH &RXQFLO RI  $SUWILON KR Q HWEH GS Wi

3ULYDF\ DQG GDWD SURWHFWLRQ SURFHVVLQJ RI SHUVRQDO GDWD DQG RQ WKH IUHH PRYHPH

7KH %RDUG Rl 'LUHFWRUV Rl %DQNLQWHU 6 $ DV WKH SDUHQW (Rl %Hh@HU Qv HRUWVD R Y B WEDEWA R YR DHOWWDBRQ LQFOXGL!

WKH %DQN DQG *URXS KDYH DQ DSSURSULDWH SULYDF\ JRYHUQDQ I PHZ L;:&WF W thD H
UHVSHFW IRU WKH ULJKW WR SULYDF\ DQG SHUVRQDO GDWD SUg ILI %I}‘I—' RF!::-_F:z UHPSO HVIXIQ-IIVF{NKHLU REOLJL
WL

VKDUHKROGHUV DQG VXSSOLHUYV GDWD VXEMHFWYV 'LWK WKLV DQRG WR JXDUDQWHH WKDW WKH
FRPSDQ\ JHQXLQHO\ KDV D FXOWXUH RI FRPSOLDQFH LQ WKLV DUHBSS WRKH QURIDQLGN RD WLUWHPRW\R KB W DEIHIWWGWKH ULJKW WR
%DQNLQWHU *URXS V 3ULYDF\ 3ROLF\ LQ 2FWREHU 7KLV LQF OXRK MWK RWKHH DIHUDHHDUG\OD S8 U R F HEOBW MRKWDSRUDWH OHYHO

\ * \
SULYDF\ RI GDWD VXEMHFWY SGGLWLRQDOO\ WKH IROORZLQ) RUIBGIYLH|HIRE RRbUW &4 Al & Ea ke BRegwlid x o

*URXS V B3ULYDF\ 3ROLF\

7KH3ULYDF\ &RPPLARWSHLVLQJ PDLQO\ WKH %DQN V VHQLES?FK % IiH Yo F% RG ﬁURWHHFWLRQ R”LFHU\'32 L\:' \\;VXHSU
UHSUHVHQWDWLYHV RI VXEVLGLDULHV WKDW SURPRWH DQGS§J§F£U Iieq Qw m@b‘*{jﬁb% QHIHLQFWNDHOB\%QEBE/%&%O F[ez \
LPSRUWDQW IRU %DQNLQWHU *URXS Q

7KH 3ULYDF\ &RPPLWWHH LV HOWUXVWHG ZLWK WKH IROORZLQJ & x&H SUHYHQWLRQ DQG SURIHVVLRQDO HWKLFV FRPPI

$SSURYLQJ LQLWLDWLYHYV WKDW DIIHFW WKH ULJKW W%mml%_\' g@%ugﬂ/ﬁ%wwhﬂé@\éﬁﬁE\BQQF@%QQ‘(V'JVGKLLVWXR]PH‘

0,
GDWD RI VWUDWHJILF LPSRUWDQFH WR WKH %DQN GHWHFW DQG SHUVHFXWH FULPH LQ DOO LWV IRUPV DQG W
$SSURYLQJ WKH LQWHUQDO SURFHGXUHV QHFHVVDU\ WRVNHRAVWXHHVKDW WKH ULJKW WR SULYDF\ LV
GXO\ UHVSHFWHG

2Q 2FWREHU WKH %RDUG RI 'LUHFWRUV RI %DQNLQWH!
ODNLQJ UHFRPPHQGDWLRQV RQ DQ\ QHFHVVDU\ DOWHU RW MWKH SNRPLROOLORVGH DBERURYHSUEYREVUDQLF /DZ R1
SROLF\ IRU DSSURYDO E\ WKH %RDUG RI 'LUHFWRUV RQ - X0\ DSSURYHG WKH FUHDWLRQ RI WKH &ULPH 3|

$SSURYLQJ WKH FRQWURO V\VWHP DQG PHDVXUHV WR U%F@[@ksv}éj\%caa@%ggq};gwo\é%g\%v@ﬁg%)I(S\/URQR;::}LQJ)\(/\I;'HSLRQZJH\L/)VVKZH

5HJXODUO\ YHULI\LQJ WKH PHDVXUHYV DSSURYHG E\ WKH FRPPLWWHH

JLIOODU  'LVFORVXUHV 5HSRUW



7KH SHIXODWLRQV WKDW GHYHORS WKH SRZHUV DQG GXWLHV RIBEWMKN RRWRLUWWHHR QHDE &GS KHGUQWHGSWR LWKHY 6XSHUY
$XGLW &RPPLWWHH DW WKH PHHWLQJ KHOG RQ - X0\ DOQGSVXEPHWWHYY IRU DSSURYDO E\ WKH

%RDUG RI 'LUHFWRUVY DW WKH PHHWLQJ KHOG RQ - X0\

BUXGHQFH LV WKH KDOOPDUN RI %DQNLQWHU *URXS V FXVW|
7KH FKDLU Rl WKH &ULPH 3UHYHQWLRQ DQG 3URIHVVLRQDO HWMKEFN B B P PesMMiEH RGHW R H VK \BRPHPO 9\ GRHPR QVWUDWHG v
GLUHFWO\ WR WKH $XGLW &RPPLWWHH LQIRUPLQJ WKH %RDULCQRCbL'QLILlHEWIJdVD UHDOLVWLF SD\PHQW SODQ DQG WDNLQJ

,Q DGGLWLRQ %DQNLQWHU KDV EHHQ FHUWLILHG E\ DQ H[RHERFLY H1$RYWL Fi) RREXGHBRWBHIH VeBY B LR®B' FRQVLGHUL
&RPSOLDQFH PRGHO LPSOHPHQWHG E\ WKH %DQN DFFRUGH @b N R pAMHAF Kp L AR WL RWHAY) WK FRIFIGLW ULVN LV DFKLH
SUHYHQWLRQ PRGHO KDV WKH FDSDFLW\ WR SUHYHQW WKH ERRRRHY ¥ RRIQ RRAH DU LAHYK HW Kl VOIPFHHS\WBQE HWR| HLWKHU FRC
HQDEOH WKH %DQN WR EH H[HPSW IURP FULPLQDO OLDELOLW Rd W KH PXIJDW LERQN &MU Y8 QM MR DWWAF Qi RWKYIU VHFX
RI WKH &ULPLQDO &RGH FRXQWHUSDUW\ DQG JXDUDQWRUV WKDW KDYH D EHWWHU FU

7KH XSGDWH Rl WKH &ULPLQDO &RPSOLDQFH ORGHO RI 6XEV)RGL PRUHY cH WdN bQ@WHER & RQ WXRH U D@ DR IDWLRQ DQG K

()& 63 DQG (92 %DQFR KDUPRQLVHG DQG LQWHJUDWHG Zig\WY K PUK/N 4D XN GV WRY Rk sHUUH \PH SYRN HKRQWLQXHG HIITHFW

E\ WKHLU %RDUGV RI 'LUHFWRUV GXULQJ WKH PHHWLQJV K\NﬂﬁKBQTXHQ’D%E/KUn@ﬁLUH@SEJ\L@UWLFOH G RI WKH &55 ¢

UHVSHFWLYHO\ $W %DQNLQWHU ,QYHVWPHQW 6 $8 DQG %DQNLQWHU ,QYHVWPHQW 6*(,& 8 WKH

DVVHW PDQDJHU WKH &ULPLQDO &RPSOLDQFH ORGHO ZDV LPSOHPHQ\&R&QWEJFS\DHWHLEUHﬁéw QJFLWN@-RQDJHPHQW SROLF\
UHVSHFWLYHO\ $00 VXEVLGLDULHV KDYH D UHSRUW IURP DQd—lhvvjlﬂ,lﬁl)mg\gﬁhS@l#WHFGR_Q\FQ?_(\QN%WﬁﬂDVWLRQ WHFKQL"

WKH\ KDYH D &ULPLQDO &RPSOLDQFH ORGHO WKDW PHHWV WKH UHTXLUHPHQ MVWDEOLVKHG LQ WKH

&ULPLQDO &RGH DQG WKDW WKH PRGHO KDV WKH FDSDFLW\ WRIHITHEWRYRBWEBUHYWORV FRJLWKHIDRD ENHWYWFHW N PO QDIHPHQ

WR H[HPSW WKH EDQN IURP FULPLQDO OLDELOLW\ SXUVXDQW W.R $UWb6%IjHPFHLd/W RRIRVinSl@[%\HL‘Eb%%OU(EeﬁH
,Q DGGLWLRQ WR WKH PDQGDWRU\ &LUFXODUV DQG 3ROLFLHV WK%\O(/L]()PFYV\V'XWBO QWM%E;WW%QW&DIQ?%HRW&L{-|[FKDQJH

EXUUHQWO\ DOVR KDV
WKH &RGH RI 3URIHVVLRQDO (WKLFV IRU %DQNLQWHU *URXS/E'IS%(JB&\LI-Y\{%\ VK RZEEA WY WHw R
ZKLFK ZDV DSSURYHG E\ WKH ERDUG LQ LWV PHHWLQJ YHEUXDU\ RQ WKH
UHFRPPHQGDWLRQ RI WKH $XGLW &RPPLWWHH 7KLV LV DYDLODEOH WR DOO HPSOR\HHV WKURXJK
WKH ,QWUDQHW

WKH &RGH RI 3URIHVVLRQDO (WKLFV IRU $JHQWVY ZKLFK LV DYDLODEOH WR DJHQWV WKURXJK WKH
DIJHQWYV H[WUDQHW

WKH &RGH RI 3URIHVVLRQDO (WKLFV IRU 6XSSOLHUV ZKLFK LV DYDLODEOH WR VXSSOLHUV WKURXJK
WKH VXSSOLHUV SRUWDO

7KH %DQNLQWHU *URXS KDV D :KLVWOHEORZLQJ &KDQQHO LQ SODFH ZKLFK LV DYDLODEOH WKURXJK D VLQJOH
OLQON IRU WKH HQWLUH *URXS DQG DFFHVVLEOH IURP WKH EDQN V SXEOLF ZHEVLWH 7KH :KLVWOHEORZLQJ
&KDQQHO LV D FRPPXQLFDWLRQ FKDQQHO WKDW DOORZV DQ\ SHUVRQ ZKR KDV DQ\ UHODWLRQVKLS ZLWK WKH
EDQN WR LQIRUP WKH RUJDQLVDWLRQ V VHQLRU PDQDJHUV RI DQ\ DFWV FRQWUDU\ WR HWKLFDO YDOXHV
DQRQ\PRXVO\ DQG LQ WKH VWULFWHVW FRQILGHQFH ZKLFK WKH *URXS LV ILUPO\ FRPPLWWHG WR
UHVSHFWLQJ

7KH &RUSRUDWH *RYHUQDQFH 5HSRUW ZKLFK LV DYDLODEOH RQ WKH FRUSRUDWH ZHEVLWH SURYLGHV
JUHDWHU GHWDLO RQ WKH PDWHULDOLVDWLRQ RI ULVNV WROHUDQFH OHYHOV DQG VXSHUYLVLRQ RI WKH PDLQ ULVNYV
LW IDFHV
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TKHTFRARPRO\ HTXLW\ WLHU FDOFXODWHG LQ WKLV PDQQHL
GHGXFWLRQV

7LWOH , RI 3DUW 7ZR RI 5HIJXODWLRQ (8 RI WKH (XURSHHI%Qvg%yM#FbQ/WHW 'WGW#(W'LRE IRU VRIWZDUH DVV
Wi W

v
&RXQFLO PRGLILHG E\ 5HJXODWLRQ (8 GHILQHV WKH GL QWRY FFUE R IRFBREWE QW @W 8 &55  AXL
ZLOO FRQVWLWXWH WKH ,QVWLWXWLRQ V VKDUHKROGHUV HTXLW\"XQGHU WKH QHZ VROYHQF\ UHJXODWLRQV DV

ZHOO DV WKH LWHPV FRPSULVLQJ WKHP 5HJXODWLRQ (8 RR®&HQMXW R & H Q¥ WUWORHIROV %I NLEOH DV FRPPRQ HTX
HVWDEOLVKHY WKH RSWLRQV DQG GLVFUHWLRQV WKDW LQ UHODWRRY LN WLRHX WU R @ HKRMDLGWO GUHTHEWEIP HEMBL URHFW O\ |
FUHGLW LQVWLWXWLRQV DUH H[HUFLVHG E\ WKH 6XSHUYLVRU WIKBWLWKHILQKWLWKPHERIQQPRXYV W D FIIUD.EXDE YLUWXH RI

DSSOLFDWLRQ IRU WKH FRXQWLQJ RI FHUWDLQ LWHPV DV VKDUHK.BKq_pIﬂ/l‘{&UIWTIBIO\%\ LQ SURYLVLRQV LI DQ\ UHVXOWLQJ

H[SHFWHG ORVYVY DPRXQWYV IRU H[SRVXUHV IRU ZKLFK P
(OHPHQWYVY WKDW FRQVWLWXWH VKDUHKROGHUV HTXLW\epoEXODWHG XVLQJ LQWHUQDO UDWLQJV EDVHG ,5%

8QGHU VROYHQF\ UHIJXODWLRQV WKH *URXS V 6KDUHKROGHUV (RXVRFLBWRRHZGWE MKFYHUHISRVXPAHY DQG WKH VKRU
WLHU 7 FDSLWDO ,Q WXUQ WLHU FDSLWDO FRQVLVWYV RI'ERBPHEY HLAMANQW IYXSHUEEY RBFRYHUDIH RI QRQ SH

DGGLWLRQDO WLHU FDSLWDO $7 FDSLWDO 7KH DPRXQW Rl VKDUHV KHOG LQ ILQDQFLDO VHFWRL

&RPPRQ HTXLW\ WLHU  &(7 LV FRQVLGHUHG ILUVW FODVV TXDGRFSRBKIHWpSKRYHL W Ho PR M EVIRG Sy VR §QRLILFDQW L
FDSDFLW\ &(7 LQVWUXPHQW KROGHUV DUH VXERUGLQDWHG WR WKHMPMRP ®RIRdDoN FlURELWhROVDELGRBRERGE ZLWK $U!
$7 DQG 7 LQVWUXPHQW KROGHUV

$GGLWLRQDO WLHU FDSLWDO $7 RQO\ KDV SUHIHUHQFH LQ WKYPRUWHROPOs YRPAE WS RQ RICIMANBWEHIWY, WKDW DULVE
FDVH RI LQVROYHQF\ RYHU &(7 LQVWUXPHQW KROGHUV UHPDLBEDBEXRVERS JdRYD AWM ! BER WR B Xy viviR RDI'; RUGDQFH ZL
FUHGLWRUV RI WKH ,QVWLWXWLRQ LQFOXGLQJ 7 LQVWUXPHQW KROGHUMNU WKH FDOFXODWLRQ RI $93V %DQNLQWHU X\

RXW LQ 5HIJXODWLRQ (8 RQ WKH PHWKRGRORJ
/IDVWO\ WLHU FDSLWDO 7 DEVRUEV ORVVHV DIWHU LQVWUXPHOXW VKR QDS X VWPHRWW UHPDLQV

VXERUGLQDWHG WR WKH UHVW RI EDQN FUHGLWRUV ,WV ORVV DEVRUSWLR FDSDFLW\ LV WKHUHIRUH ORZHU
,WHPV WKDW PXVW EH GHGXFWHG IURP DGGLWLRQDO \

&RPPRQ HTXLW\ WLHU WKH ,QVWLWXWLRQ V DGGLWLRQDO WLHU FDSLWDO
%DQNLQWHU V FRPPRQ HTXLW\ WLHU  &(7 DV HVWDEOLVK$GGLY WKFDDHIXAD W ERG L WR@VLVWYV RI
7KH %DQN V VKDUH FDSLWDO %DQNLQWHU V DGGLWLRQDO WLHU FDSLWDO $7 DV HVWD
6KDUH SUHPLXPV DVVRFLDWHG ZLWK WKH VKDUH FDSLWD® $GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWYV ZKLFK
$FFXPXODWHG JDLOV LQ DFFRUGDOFH ZLWK $UWLFOH F \fﬂ@ﬁ%% &,M%D@UKDLH WKH FKNDUDFWOHUL\CVV\(LHFUV VFHD“
DYDLODEOH WR WKH LOVWLWXWLRQ IRU XQUHVWULFWHG Dm\éRPFEYH é H SN U R FERV Y Y BRNVY 1R C RA
DOVR LQFOXGHV WKH UHVHUYHV RI LQVWLWXWLRQV DFFRXQ FWKH HTXLW\ PHWKRG

J,QWHULP SURILW DFFXPXODWHG RYHU WKH FRXUVH RI WkH KNI oDPEDEWE T VHHIDWHE RIR Wk kY CHWHUPLQHG E

SUXGHQW FRQVROLGDWLRQ VFRSH DQG QHW RI WKH YRHHVIBHWE® B O®MWH GlHQsE/Q MR, GHWHY OE/XWKH FKDUDFWHULYV

DJDLQVW WKH ILQDQFLDO \HDU V SURILW 7KHVH SURYUMERQDW LHWRWROW DIRRIPPEOOW HRG SHEULWUIROHOD 7LHU  &DSLV
\HDU DUH YHULILHG TXDUWHUO\ E\ WKH VWDWXWRU\ DXGLWRUY 7KH\ DUH Rg&\yl_ FOXGHG DV
C

FRPPRQ HTXLW\ WLHU DIWHU UHFHLYLQJ DXWKRULVDPQIRHL P QY (P PrORY BAIKRCGMXVWHG E\ WKH 1|
VXSHUYLVRU 'LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI RZQ

2WKHU DFFXPXODWHG LQFRPH ZKLFK EDVLFDOO\ UH|0H|’-=\99VW#‘B’5WE#\N9N%LSE%&@H\R)]H%’\NU $7 LQVWUXPHQWYV W
DVVRFLDWHG ZLWK ILQDQFLDO DVVHWYVY DW IDLU YDOXH WKURXIK RWPYUPFRBEIYAWHRIVIXYUHRMR FRQWUDFWXDO FRF

IURP H[FKDQJH UDWH GLIIHUHQFHYV DQG IURP LQVWLWXWLRQV DFFRXQWHG IRU E\ WKH HTXLW\
PHWKRG DQG RWKHU YDOXDWLRQ DGMXVWPHQWYV
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'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI RZQ $7$RPRXYWXRHQMVKD U R KR@IZHWUV O H/FXMWRU

HQWLWLHV ZLWK FHUWDLQ OLPLWDWLRQV ZKHQ WKH LQVWIWXWLRQ PRLOWDLQV D VLIQLILFDOW X
LOYHVWPHQW LQ WKHVH HOQWLWLHV 7KH'EUHDNGRZQDQG FRPSRVLWLRQ R1 %DQNLQWHU *URXS V

7LHU FEDSLWDO $PRXQW RI HOLJLEOH VKDUHKROGHUV HTXLW\ IXOO\ ORDGH

%DQNLQWHU V WLHU FDSLWDO 7 DV HVWDEOLVKHG LQ W SPRXQW RI HOLJLEOH VKDUHKROGHUV HTXLW\
$GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWV ZKLFK WXWMRH%%Y&QQ&HW#JHV
WKH FKDUDFWHULVWLFV VHW RXW LQ $UWLFOH RISDIFIRWEBWRKYWUXRBHOQWY DQGC MKDYH SUHPLXPV
LQVWUXPHQWY DUH UDQNHG EHKLQG FRPPRQ FUHGLW RSHWD® HSVHDRRL@WROYHQ F\
7KH YDOXH RI WKHVH LQVWUXPHQWY LV GHWHUPLQHG WKL PLFEXREQPYWHE L QFRPH

,QWHULP SURILW QHW RI IRUHVHHDEOH GLYLGHQGYV

,W VKRXOG EH WDNHQ LQWR DFFRXQW WKDW DFFRUGLQJ NCTHA @WL)V\HLW\{HB,Q LH_}/J\kaBWRLUI\ BE IV REHOWYHU
LQVWUXPHQWY ZLWK OHVV WKDQ ILYH \HDUV OHIW XQWLO =

WLHU FDSLWDO DW DQ DQQXDO UDWH RI

,QWDQJLEOH DVVHWYV

7KH &&$ WHPSODWH LQ $QQH[ , GHWDLOV WKH FKDUDFWHULEWAFWFd VKPS ¥ XERIAIDOPIVRG L& RRY BOEXETV sWKIRWWIR O LRV
IRUP SDUW RI 7LHU &DSLWDO DV RI "HFHPEHU 'LUHFW DQG LQGLUHFW KROGLQJV RI RZQ LQVWUXPHQWYV

7KH HOLJLEOH RXWVWDQGLQJ EDODQFH RI LVVXHV HOLJLEOHI MM MELWD][ DFDIWWDO DW "HFHPEHU

VWRRG DW WKRXVDQGV RI HXURV DQG W K R XV DQ&WR R FIPOIRV L QP Wo W&KAL B89 Co G WKW LR Q v

UHSRUWLQJ SHULRG &RPPRQ HTXLW\ WLHU & (7

7LHU FDSLWDO FDOFXODWHG LQ WKLV PDQQHU PXVW EH DGHMGLW HREQ BD WK HUI R ODR MDD GAVGVUKW H B Q V

‘LUHFW LQGLUHFW DQG V\QWKHWLF KROGLQJV RI RzZOWEROH 37 FRXVUXPHRANWY EHORQILQJI WR
*URXS HQWLWLHY LQFOXGLQJ WKH WLHU LQVWUXPHGWZLWKRDAUP GYVWHHUQ VREMWHORL REGIRDD VERU Y RGMXBWPHQWYV
WR DFTXLUH DV D UHVXOW RI FXUUHQW FRQWUDFWXDO 7HRBRUBPFHOBMYXVWPHQWY WR DGGLWLRQDO WLHU FDSLWDO

'LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI RZQ 3FPCHWLRREPWIHKEHFIRIEVBO I $DOFIDO VHEWRU
HQWLWLHV ZLWK FHUWDLQ OLPLWDWLRQV ZKHQ WK 7LHU FDSLWDO &(7 §7
LOYHVWPHQW LQ WKHVH HQWLWLHYV 7LHU FDSLWDO LQVWUXPHQWYV

(OLJLEOH WLHU LQVWUXPHQWYV

7LHU FDSLWDO UHJIJXODWRU\ DGMXVWPHQWV

7THPSRUDU\ DGMXVWPHQWY WR DGGLWLRQDO WLHU FDSLWDO
7LHU FDSLWDO

7TRWDO FDSLWDO WLHU FDSLWDO WLHU FDSLWDO

5LVN ZHLJKWHG DVVHWV

& (7 IXOO\ ORDGHG

7LHU IXOO\ ORDGHG

7TRWDO FDSLWDO IXOO\ ORDGHG

JLIXUHV LQ WKRXVDQGV RI |
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7KH LQFUHDVH LQ &RPPRQ (TXLW\ 7LHU & (7 LQ ILQDQFL®BHOQNDQWHU VYR @OV GXRWHR WRW WR DSSO\ WKH WUDQVI
UHWHQWLRQ RI SDUW RI WKH RUGLQDU\ SURILW IRU WKH \FBBHUXODMWHBR QWKI8 DSSOLFDW ISRHY RMKW KIH UMW ERPDWHWEGD SK R V|

SD\RXW 'HGXFWLRQV KDYH LQFUHDVHG VOLJKWO\ PDLQ® ORHER WERD Q/FKHH ZHYWKOWW HRI)[ SSODWRMW LB®Y UHTXLUHG LQ Wk
HISHFWHG ORVV GHILFLW DQG GHGXFWLRQV IRU LQWDQJLEOWYXDW DW 'HFHPEHU %DQNLQWHU LV QRW DSSO\LQJ WK

2Q 'HFHPEHU $GGLWLRQDO 7LHU $7 &bpsLwpo VvWRRe DWW  OPYWERxvbaocy R HXURV

DV FRPSDUHG WR WKRXVDQGV RI HXURV RQ 'HFHPEHU w vgayg

RI HXURV GXH WR WKH QHZ FULWHULD IRU YDOXLQJ LQVWUXPI—F?QYQNS\/E\NBPJL FDSLWDO RWKHU WKDQ

2UGLQDU\ 7LHU &DSLWDO HVWDEOLVKHG E\ WKH (XURSHD Q" S PHEMLQAHS X W K RBL W Wl (KR EK DY FPYHICOPHOW DQG RI \
RQ WKH ERRN YDOXH LQVWHDG RI WKH QRPLQDO YDOXH RI WK LV VX \MM(Q-IWDZ:Q/\)‘/L?-"UWVL@XN@NG(IY\NGLQVWLWXWLRQV DQ

7KH HYROXWLRQ RI 7LHU &DSLWDO LQVWUXPHQWYV LV H[S&EPLWE\EbéXL'\W—PQ '—UFHﬁ_V&SloYLth RpRODKH (XURSHDQ 3
YDOXH FDUULHG RXW LQ WKH ILUVW TXDUWHU RI DQGD%I\KH QHZ 8Y5DC9XD\0(/FEﬂz'bW|'5 |9W44—LW_'5 WRQ (8 R

LQVWUXPHQWY PHQWLRQHG DERYH WKH &RXQFL XUQ PRGLILHG E\ 5HJXODYV
3DUOLDPHQW DQG RI WKH &RXQFLO &55 FRPSULVH WKH FI

5LVN ZHLJKWHG DVVHWYV LQFUHDVHG LQ ILQDQFLDO \HDU wWR GXURIHD KU HSH W RIWGPPDRARMX WLRGKH 7KH FRQWHQWYV RI
,QVWLWXWLRQ V RUGLQDU\ EXVLQHVV ZKLFK OHG WR DQ LQBEYBDYH QQ$PWDQV DQRG UHFHQNDEE®@ WMWKH UHJXODWLRQ VXSH

7KH UHFRQFLOLDWLRQ EHWZHHQ VKDUHKROGHUV HTXLW\ Uﬁgﬂiy&r@%{;ﬂmgggﬂ%*(% ﬁlv WEMH S PCCGLWLR
DQG WKH UHJXODWRU\ FDSLWDO LV SUHVHQWHG EHORZ IRU FHSt®B '_1’3¥ g \'%‘4 ﬁ'egﬁvb L&@D(g

5HFRQFLOLDWLRQ EHWZHHQ DFFRXQWLQJ RZQ IXQGV DQG g‘%ﬁgbéo%%%ﬂvﬁv\v/\’d(@ Px86PFrREBRAEWDO UHTXLUHPHQWY

(OLJLEOH DPRXQWYV

bbbbb3DLG XS FDSLWDO &DSLWDO &RQVHUYDKH REMHEAVW H Rl WKLV EXIIHU LV

LOVWLWXWLRQV KDYH FDSLWDO LQ D VXIILFLHQW DPR

KDUH HPLXP & S
bbbbbEKDUH SU ° ° VWUHVVHG HFRQRPLF HQYLURQPHQW DQG NHHS LW D
bbbbb5HVHUYHV DWWDLQ WKLV REMHFWLYH WKH FDSLWDO EXIIHU PXV\
bbbbb2WKHU HTXLW\ &(7

bbbbb2ZQ VKDUHYV

&RXQWHUF\FOLFDO &ZBRBYWNMNOQRWIIHGHUPDQHQW EXIIHU

bbbbb$SWWULEXWHG HDUQLQJVD UHTXLUHG RQO\ LQ PRPHQWYV LQ ZKLFK FUHGLW DFWLY]I

bbbbb, QWHULP GLYLGHQGV MXULVGLFWLRQ ,WV SXUSRVH LV WR DFW DV D EUDNH
7TRWDO VKDUHKROGHUYV HTXLW\ SXEOLF EDODQFH VKHHW WKH SRVVLEOH FRQVHTXHQFHV RI HFRQRPLF EXEEOH
bbbbb$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH JURZWK WKLV EXIIHU LV JHUR

7RWDO HTXLW\ SXEOLF EDODQFH VKHHW 6\WWHPLF 5LVN,®XIISMWUSRVH LV WR SUHYHQW RU DY
bbbbb(OLJLEOH SUHIHUUHG VWRFN PDFURSUXGHQWLDO FRXQWHUF\FOLFDO ULVNV LQ WKH
bbbbb2WKHU YDOXDWLRQ DGMXVWPHQWV FDXVH D GLVWXUEDQFH LQ WKH ILQDQFLDO V\VWHP ZLV
bbbbb QWDOJLEOH DVVHWY ERWK WKH VIVWHP DQG WKH UHDO HFRQRP\
bbbbb6KRUWIDOO RI SUXGHQWLDO SURYLVLRQV DQG RI ,5% SRUWIROLRV*OREDO 6\WWHPLFDOO\ ,PSRUWDQW, W, QMW LHNWXNW\DLERIQ W K
bbbbb'HIHUUHG WD[ DVVHWYV LQVWLWXWLRQV WKDW FRQVWLWXWH D V\VWHPLF U

LOWHUFRQQHFWLRQ ZLWK WKH UHVW RI LQVWLWXWLRQ

[}

bbbbb,QYHVWPHQWY LQ ILQDQFLDO LQVWLWXWLRQ#&

bbbbb2WKHU DGMXVWPHOWVY DQG DFWLYLWLHV DV WKHLU IDLOXUH FDQ DIIHFW WKH

ZLAU 2WKHU 6\VWHPLFDOO\ ,PSRUWD QWK L § VBAXL MHXIWLL\R @V WDH
,QFOXGHV WKH GLIIHUHQFH EHWZHHQ DFFRXQWLQJ SURILW DQE&XUHW RQQW &RKYDQICYI R || R LFI\G L S/WLWXWLRQV ZKRVH GHPLVH FDQ DIIHFW WKH 1LQDQ
HPSOR\HH ILQDQFLQJ DQG FDVK IORZ KHGJHV KHGJLQJ GHULYDWLYHV DQ WKH DIRUHPHQWLRQHG DQG WKHUHIRUH LW KDV
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7ZR RlI WKH EXIIHUV LQFOXGHG LQ WKH DFW DUH QRW GLVF%DWERQ®H \3 RUKHX XD LKDLYOD & REXIQEFEHBWLRED ROKWIBHEIOLVKPHQV
DQG WKH *OREDO 6\VWHPDWLFDOO\ ,PSRUWDQW ,QVWLWXWQRRQVR%XIITHUQ ZAKKHFKRDPHRILRRBPR® H T>QL VD\OWLHU FDSLWLEL
MXULVGLFWLRQV RI WKH (XURSHDQ 8QLRQ %DQFR GH (VSD3MWKBVGW WH QRUVWHHW LRASMUND XWEKREUR W\ HWRRUMMJID O KDV QR
EXIITHU IRU RWKHU VA\VWHPDWLFDOO\ LPSRUWDQW LQVWLWXWLRG@GWLYXHN KRXXM)WMHFLFOUWEWDWND B0 SH W DO WEEKDIG\UHDPIO/GV LQJ L (

WKH VA\VWHPLF ULVN EXIIHU UHGXFH WKH H[SRVXUH DOORFDWHG WR 3RUWXJDO $V RI 'H
7KH FDSLWDO FRQVHUYDWLRQ EXIIHU ZDV SKDVHG LQ |URPKDS %@UPTE\JQ\W; Qg Ugi’é@%{ %LQUV:/*gLIjE\VTIOLLQFDO E;(I'D'(';E
XQWLO LW UHDFKHG JURP XQWLO WKH AHDU H&/@L@ ﬁ&g\'/vm ZVWRR 5 XQWLQJ WKRVH DOUHDG\ D

OHYHO RI WKLV FDSLWDO EXIIHU KDV UHPDLQHG DW EHHQ HVWLPDWHG DW EDVLV SRLQWV

7KH DSSOLFDWLRQ RI EXIIHUV IRU JOREDO V\WWHPLFDO \‘% Pégy cﬁ
VI\IVWHPLFDOO\ LPSRUWDQW LQVWLWXWLRQV DUH QRW DSS%HﬁéLU%P%b%%E%%E\ﬁMW;&@ B&%g@&ﬂ{%%tg?ooH‘
DGGLWLRQDO UHTXLUHPHQWY IRU WKHVH LWHPV Q

UHTXLUHPHQWY WR GXH WR FKDQJHV EURXJKW DERXW E\ PDL

7KH &HQWUDO %DQN Rl ,UHODQG PDLQWDLQV D FRXQWHUF\FOLFDO EXIIHU RI ZKLFK PXVW EH
PDLQWDLQHG LQ WKH IRUP RI FRPPRQ HTXLW\ WLHU FDSLWDO RQ H[SRVXUHV LQ ,UHODQG $V RI
'"HFHPEHU WKH LPSDFW RQ WKH PLQLPXP FRPPRQ WLHU FDSLWDO UHTXLUHPHQW ZDV EDVLV
SRLQWV

,Q WKH %DQN RI 3BRUWXJDO DFWLYDWHG D VA\VWHPLF ULVN EXIITHU UHTXLUHPHQW HTXLYDOHQW WR

RI WKH ULVN ZHLJKWHG DVVHWV KHOG LQ UHVLGHQWLDO PRUWJDJHV LQ 3RUWXJDO ZKRVH FDSLWDO
UHTXLUHPHQWY DUH GHWHUPLQHG EDVHG RQ DGYDQFHG PRGHOV 7KLV UHTXLUHPHQW PXVW EH
PDLQWDLQHG LQ WHUPV RI &RPPRQ (TXLW\ 7LHU FDSLWDO $V RI '"HFHPEHU WKH LPSDFW

RQ WKH PLQLPXP &RPPRQ (TXLW\ 7LHU FDSLWDO UHTXLUHPHQW ZDV EDVLV SRLQWYV

7KH %DQN RI 6SDLQ ZKLFK PDLQWDLQHG WKH FRXQWHUF\FOLFDO EXIIHU DW DV RI '"HFHPEHU
KDV GHFLGHG WR VHTXHQWLDOO\ LQFUHDVH LW WR LQ DQG WR LQ $V RI
'HFHPEHU WKH %DQNLQWHU *URXS KDG QR FRXQWHUF\FOLFDO EXIIHU UHTXLUHPHQW LQ
6SDLQ 7KH HVWLPDWHG LPSDFW RQ WKH PLQLPXP FRPPRQ HTXLW\ 7LHU FDSLWDO UHTXLUHPHQW IRU
DQG LV DQG EDVLV SRLQWY UHVSHFWLYHO\ %RWK IXWXUH LPSDFWV DUH HVWLPDWHG
EDVHG RQ WKH *URXS V H[SRVXUH LQ 6SDLQ DV RI '"HFHPEHU
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$W '"HFHPEHU WKH EDQN V FUHGLW ULVN H[SRVXUHV WKDW DUH FRQVLGHUHG LQ FDOFXODWLQJ WKH FRXQWHUF\FOI
*HRJUDSKLFDO GLVWULEXWLRQ RI FUHGLW ULVN H[SRVXUHV UHOHYDQW IRU WKH FDOFXODWLRQ RI WKH FRXQWHUF\FOLFL

D E F G H | J K L M N o P
*HQHUDO FUHGLW UI.LVN H[SREXQHERRN H[SRVXUHYV 2ZQ IXQGV UHTXLUHPHQWYV
HLJKWLQJV
%UHDNGRZQ E\  9DOXH RI g, o R,ﬁﬁgéHLW?QHW6YDOXgH@HYD HOHYDRMOHYDQW FUHGLW 5LVNMgoUHKR gQWHUFWOLFm
H SRVXUH P Rl OR J L WUWNMWNH[SRVXUHV ZHLJIKW LWDO EXIIHU
FRXQWU\ [ [SRV Q R VX &) [SRVXUHEUHGLW [ e HTXLW
DFFRUGL GLQJ 0/SRVL é ﬁ VXUH HISRVXUHY ﬁVXUHWHFXULWLVDWRWQdﬂSRVXUHNTXLUHpHéwyFHQWDJH
VWDQGDU Hw kR @DGLQJ GHOV tunaLw B NHSRVLWLRQV LQ WKH
DSSURDFK LVN EDQNLQJ ERRN
6SDLQ
3RUWXJDO
,UHODQG 6
7RWDO é

JLIXUHV LQ WKRXVDQGV RI F

:KHQ FDOFXODWLQJ WKH FRXQWHUF\FOLFDO FDSLWDO EXIIH®&W DMK® FHEMVWEHRRULHWRM KHR X\8 KID/QVWER M AW MIR WKHGIROORZ
WR LQ SRLQWYVY D WR | RI $UWLFOH RI WKH &55 DUH LQRQ@KG H® ST MHUH IRHUTHX L FBRRH/QXW H W WWHRP PH Q ¥ UDROP 3RUW XJDO 'V
DQG UHJIJLRQDO JRYHUQPHQWYV SXEOLF VHFWRU HQWLWLIRHRUWRRON HOPRWHKWMHY Z3 MWKHQRW RHQIHWEODL@NYRUWIROLR XQG

LQWHUQDWLRQDO RUJDQLVDWLRQV DQG LQVWLWXWLRQV DUH ORW WONHQ LW R BFERXQW P LE ULyN EXIIHU

JROORZLQJ WKH LQVWUXFWLRQV RI 5HIJXODWLRQ (8 HISRVXIUHY WR RWKHU FRXQWIUILHYV

UHSUHVHQWLQJ OHVV WKDQ Rl WKH DJJUHJDWH WRWDO ULVRL A S[e7 ¥ YyyH X YHWERPEYDQFHG PHWKRC
UHSUHYHOWLQY OHY LA T RIS R XM PP R
SAVWHPLE ULVN SHUFHOWDIH LQ SRUWXJIDO

$W WKH HQG RI WKH UHSRUWLQJ SHULRG WKH *URXSKBG6—WKHIREORZLEQ B W—R-Q—WH

&RPPRQ (TXLW\ 7LHU FDSLWDO UHTXLUHPHQW GXH WR WKH FRB(WH.@\‘F@L\P’D"UDIEFXUIWLN ESIHHOBOEUHPHQW
JLIXUHV LQ WKR VDQG

$PRXQW RI WKH VSHFLILF FRXQWHUF\FOLFDO FDSLWDO FXVKLRQ IRU HDFK EDQN &&\% HXUR

7RWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH 7KH DPRXQW RI 3RUWXJDO V VA\VWHPLF EXIIHU UHTXLUHPHQW
3HUFHQWDJH Rl WKH EDQN V VSHFLILF FRXQWHUF\FOLFDO FDSLWBH EXKWPG DVVHWYV

&RXQWHUF\FOLFDO FDSLWDO EXIIHU UHTXLUHPHQW RI HDFK EDQN
JLIXUHV LQ WKRXVDQGV RI
HXURV
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05(/ DQG 7/%$& .H\ LQGLFDWRUYV 05(/ .0

,Q WKH FRQWH[W RI WKH %DQN 5HFRYHU\ DQG 5HVROXWLRQ 'LUHFWLYH %55' EDQNLQJ LQVWLWXWLRQV
DUH UHTXLUHG WR FRPSO\ ZLWK WZR PLQLPXP UHTXLUHPHQWV IRU 6KDUHKROGHUV (TXLW\ DQG (OLJLEOHLQLPXP U
/LDELOLWLHV 05(/ UHTXLUHPHQW RQH EDVHG RQ WKH WRWDO RI VXFK LQVWUXPHQWYV WRWDO 05(/ OULE'EE(S‘[VW

DQG WKH RWKHU RQ VXERUGLQDWHG LQVWUXPHQWYV  VXERYESLHOPW 5 KHYH—B5 1+
UHTXLUHPHQWY DUH GHWHUPLQHG E\ WKH 6LQJOH 5HVROXWLRQ LR e WO L e 0N STDETELWLHV UDWLRV DQG FRP
(TXLW\ DQG HOLJLEOH OLDELOLWLHV

,Q '"HFHPEHU WKH %55' FDPH LQWR IRUFH HVWDEOLVRLURD ZKJLH’:)RUL(TXLW\BGW\V\)F‘ERUGLDWHG OLDELOLWLHV
GHDGOLQH IRU FRPSOLDQFH ZLWK WKH 05(/ UHTXLUHPHQWV VAR ‘ R

-DQXDU\ 7KLV UHJXODWLRQ DOVR HVWDEOLVKHV WKDW
UHTXLUHPHQWY PXVW EH H[SUHVVHG DV D SHUFHQWDJH RI ER\N(W(WWH DT@G% H@FQ\A/LEE@%LQ/H\DE[LSQ«LWW DV D SHUFHQWDJH

$PRXQW DQG WKH OHYHUDJH UDWLR H[SRVXUH DPRXQ

(TXLW\ DG VXERUGLQDWHG OLDELOLWLHYV
7TKHUHIRUH LQ 'HFHPEHU %DQFR GH (VSD3:D LQIRUP

5HVROXWLRQ %RDUG DFWLQJ LQ LWV EDSDFLW\ DV WKH UH-~ sva
KDG WDNHQ D GHFLVLRQ WR GHWHUPLQH WKH 7RWDO DQG 6 X E R W@@FblEbLh'i?ﬁLé/\H\T@(QQHFPWQJWE@FﬂJ GHEW DV D SHU
6KDUHKROGHUV (TXLW\ DQG (OLJLEOH /LDELOLWLHV 05(/ IRL %HARR

(8 D21 ZKLFK 6KDUHKROGHUV HTXLW\ DQG VXERUGLQDWHG
7KLY GHFLVLRQ KDG VHW D WRWDO ELQGLQJ 05(/ UHTXLUHP A v

8

D2I ZKLFK

QRWLILFDWLRQ DW D FRQVROLGDWHG OHYHO RI RI WKH W% 0 gs (3 OR LR SUDRSYSLS\*..'G
RI WKH OHYHUDJH UDWLR H[SRVXUH /5¢( D H[HPSWLRQ
,Q DGGLWLRQ LW ZDV HVWDEOLVKHG WKDW VXERUGLQDWHG LQVWMUXPHRDWN DNRRXQW RH XRQ & ER FE&PGDWHG HOLJLEOH (
WKH 05(/ IRU DQ DPRXQW HTXLYDOHQW WR Rl 75($ DQG R—lQ\MWHJXE?(HQWV SHUPLWWHG LI WKH VXERUGLQDWLRQ ID|
$UWLFOH E SDUDJUDSK RI 5HJXODWLRQ (8 QR
7KH 05(/ UHTXLUHPHQWY VHW IRUWK DUH LQ OLQH ZLWK %D QNLQBI$O WVH R URHHD 7 WA H{® 8 S’UR @ RRPIR U W D
PHW ERWK LQ WHUPV RI SHUFHQWDJH 75($ DQG SHUFHQWDJH /5( 7KH ORQJ WHUP ILQDQFLQJ SODQ
DOVR SURYLGHV IRU FRQWLQXHG FRPIRUWDEOH PHHWLQJ RI IXWXUB OHPXWHIGPVWQRMRMVUGLQDWLRQ H[HPSWLRQ LV DSSOLHG
$UWLFOH E SDUDJUDSK RIS5HJXODWLRQ (8 QR
ILQDQFLQJ DPRXQW ZLWK WKH VDPH UDQNLQJ DV WKH H
OLDELOLWLHV DQG UHFRJQLVHG LQ URZ GLYLGHG E\ W
DPRXQW ZLWK WKH VDPH UDQNLQJ DV WKH H[FOXGHG OL
F ZRXOG EH UHFRJQLVHG LQ URZ LI QR OLPLW ZHUH DSS¢
OLQLPXP UHTXLUHPHQWYV IRU VKDUHKROGHU V HTXLW\ D
OLDELOLWLHYV
(8 )LQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ

(8 JLOQODQFLDO OLDELOLWLHY GHVLIJQDWHG DW IDLU YDOXH
(8 J)LQODQFLDO OLDELOLWLHY DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LV
(8 LOWHUHVW UDWH ULVN

JLIXUHV LQ WKRXVI
HXURYV

JLIOODU  'LVFORVXUHV 5HSRUW



&DSDFLW\ DQG FRPSRVLWLRQ O05(/ 7/%&

OLQLPXP UHTXLUHPHQWYV IRU
VKDUHKROGHU V HTXLW\ DQG HOLJLEOH
OLDELOLWLHV 05(/
6KDUHKROGHUV HTXLW\ DQG DGPLVVLEOH OLDELOLWLHYVY DQG DGMXVWPHQWV
&RPPRQ HTXLW\ WLHU
$GGLWLRQDO 7LHU &DSLWDO
7LHU FDSLWDO
2ZQ IXQGV IRU WKH SXUSRVHV RI $UWLFOH D RI 5HIJXODWLRQ (8 1R DQG $UWLFOH RI '"LUHFWLYH (8

6KDUHKROGHUV HTXLW\ DQG DGPLVVLEOH OLDELOLWLHVY QRQ UHJXODWRU\ FDSLWDO HOHPHQWV

(OLJLEOH OLDELOLW\ LQVWUXPHQWY LVVXHG GLUHFWO\ E\ WKH UHVROXWLRQ EDQN WR ZKLFK WKH SUHFHGLQJ SURYLVLRQV GR QRW DSSO\

(8 D (OLJLEOH OLDELOLW\ LQVWUXPHQWY LVVXHG E\ RWKHU FRPSDQLHVY EHORQJLQJ WR WKH UHVROXWLRQ JURXS WR ZKLFK WKH SUHFHGLQJ SURYLVLR
QRW DSSO\
(8 E $GPLVVLEOH OLDELOLW\ LQVWUXPHQWYVY WKDW DUH VXERUGLQDWHG WR H[FOXGHG OLDELOLWLHYV LVLXHG EHIRUH -XQH VXERUGLQDWHG WR ZI
WKH SUHFHGLQJ SURYLVLRQV DSSO\

(8 F 7LHU FDSLWDO LQVWUXPHQWY ZLWK D PDWXULW\ RI DW OHDVW RQH \HDU WR WKH H[WHQW WKDW WKH\ DUH QRW FRQVLGHUHG WLHU FDSLWDO L

(OLJLEOH OLDELOLWLHV WKDW DUH QRW VXERUGLQDWHG WR H[FOXGHG OLDELOLWLHV WR ZKLFK WKH VHQLRULW\ SURYLVLRQV GR QRW DSSO\ EHI

(8 D (OLJLEOH OLDELOLWLHV QRW VXERUGLQDWHG WR H[FOXGHG OLDELOLWLHV LVVXHG EHIRUH -XQH EHIRUH WKH OLPLW
$PRXQW RI HOLJLEOH QRQ VXERUGLQDWHG OLDELOLW\ LQVWUXPHQWY ZKHUH DSSOLFDEOH DIWHU DL§SOLFDWLRQ RI $SUWLFOH E SDUDJUDSK R
&5

|

(OLJLEOH OLDELOLW\ LWHPV EHIRUH DGMXVWPHQWYV
(8 D 21 ZKLFK VXERUGLQDWHG OLDELOLW\ LWHPV
(TXLW\ DQG HOLJLEOH OLDELOLWLHVY DGMXVWPHQWV WR QRQ VWDWXWRU\ FDSLWDO LWHPV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLW\ LWHPV EHIRUH DGMXVWPHQWYV
'"HGXFWLRQ RI H[SRVXUHVY EHWZHHQ PXOWLSOH UHVROXWLRQ JURXSV
'"HGXFWLRQ RI LQYHVWPHQWY LQ RWKHU HOLJLEOH OLDELOLWLHYV LQVWUXPHQWYV

6KDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHV DIWHU DGMXVWPHQWYV
(8 D 21 ZKLFK 6KDUHKROGHUV HTXLW\ DQG VXERUGLQDWHG GHEW

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



$PRXQW RI ULVN ZHLJKWHG H[SRVXUH DQG FDOFXODWLRQ RI WKH OHYHUDJH UDWLR H[SRVXUH RI WKH UHVROXWLRQ JURXS
7TRWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH
7TRWDO H[SRVXUH PHDVXUHPHQW
5DWLR RI VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHYV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI WKH WRWDO ULVN H[SRVXUH DPRXQW
(8 D 21 ZKLFK (TXLW\ DQG VXERUGLQDWHG OLDELOLWLHYV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH GHEW DV D SHUFHQWDJH RI WRWDO H[SRVXUH
(8 D 21 ZKLFK (TXLW\ DQG VXERUGLQDWHG OLDELOLWLHYV

&RPPRQ (TXLW\ 7LHU FDSLWDO DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW DYDLODEOH DIWHU PHHWLQJ UHVROXWLRQ JURXS
UHTXLUHPHQWYV

&RPELQHG EXIIHU UHTXLUHPHQW
21 ZKLFK FDSLWDO FRQVHUYDWLRQ EXIITHU UHTXLUHPHQW
2l ZKLFK FRXQWHUF\FOLFDO FDSLWDO EXIIHU UHTXLUHPHQW
21 ZKLFK VAVWHPLF ULVN EXIIHU UHTXLUHPHQW

(8 D 21 ZKLFK %XIIHU IRU JOREDO V\VWHPLFDOO\ LPSRUWDQW LQVWLWXWLRQV *6,, RURWKHU VI\VWHPLFDOO\ LPSRUWDQW HQWLWLHV 2 6,,
OHPRUDQGXP LWHPV
(8 7RWDO DPRXQW RI HIFOXGHG OLDELOLWLHYVY UHIHUUHG WR LQ $UWLFOH D RI 5GHIXODWLRQ (8 1R

JLIXUHV LQ WKRXVDQGV RI HXURV

JLIOODU  'LVFORVXUHV 5HSRUW



JLIXUHV LQ WKRXVDQGV RI HXURV

UHVROXWLRQ DXWKRULW\ 7/$& E

FUHGLWRUYV

SULRULW\ RI

2UGHU RI

IURP WR Q

6 XP

2UGHU RI SULRULW\ LQ FDVH RI LQVROYHQF\

é

USHWXDO

KLFK SH
XULWLHV

Z
HF

2
\

JLIXUHV LQ WKRXVDQGV RI HXUR

'LVFORVXUHV 5HSRUW

%DQNLOQILOODU




'QIRUPDWLRO

NH\ LQGLFDW
VKDUHKROGH
HTXLW\

UHTXLUHPHQ

3LIOODU

'LVFORVXUHV 5HSRUW



'QIRUPDWLRQ RQ NH\ LQGLFDWRUV DQG
VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV

7LWOH ,, RI 3DUW 7ZR RI 5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH
&RXQFLO PRGLILHG E\ 5HIXODWLRQ (8 GHILQHVY WKH FUHGLW ULVN FDSLWDO UHTXLUHPHQWYV
7LWOH ,,, UHIHUV WR WKH UHTXLUHPHQWY RI VKDUHKROGHUV HTXLW\ IRU RSHUDWLRQDO ULVN DQG 7LWOH ,9

UHIHUV WR WKH UHTXLUHPHQWY RI VKDUHKROGHUY HTXLW\ IRU PDUNHW ULVN 7KH IROORZLQJ WLWOHYV VSHFLI\
WKH VKDUHKROGHUV HTXLW\ UHTXLUHPHQWY IRU VHWWOHPHQW ULVN DQG IRU FUHGLW YDOXDWLRQ
DGMXVWPHQW ULVN

%UHDNGRZQ RI ULVN ZHLJKWHG H[SRVXUH

7KH WRWDO ULVN ZHLJKWHG H[SRVXUH EURNHQ GRZQ E\ FUHGLW ULVN PDUNHW ULVN DQG RSHUDWLRQDO
ULVN DW 'HFHPEHU DQG

&UHGLW ULVN ZHLJKWHG DVVHWY LQFOXGH SRVLWLRQV LQ VHFXULWLVDWLRQV HTXLW\ SRVLWLRQV WKDW DUH QRW
UHFRUGHG LQ WKH WUDGLQJ ERRN KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH LV D VLIJQLILFDQW
LOQYHVWPHQW EHORZ WKH &(7 WKUHVKROG DQG GHIHUUHG WD[ DVVHWY WKDW GR QRW UHO\ RQ IXWXUH
SURILWDELOLW\

7KH IROORZLQJ WDEOHV VKRZ D EUHDNGRZQ RI ULVN ZHLJKWHG H[SRVXUHV E\ W\SH RI ULVN
%UHDNGRZQ RI ULVN ZHLJKWHG DVVHWYV E\ ULVN W\SH

/'\

7\\

B &UHGLW ULVN &RXQWHUSDUW\ ULVN B &UHGLW ULVN &RXQWHUSDUW\ ULVN
ODUNHW ULVNE 2SHUDWLRQDO ULVN ODUNHW ULVNIEl 2SHUDWLRQDO ULVN
6HFXULWLVDWLRQV 6HFXULWLVDWLRQV

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



BUHVHQWDWLRQ RI 5:$%$ 29

7TRWDO DPRXQW RI ULVN H[SRVXUH

D E

&UHGLW ULVN H[FOXGLQJ FRXQWHUSDUW\ FUHGLW ULVN
bbbbb 21 ZKLFK ZLWK VWDQGDUGLVHG DSSURDFK 6%
bbbbb 21 ZKLFK ZLWK WKH IRXQGDWLRQ ,5% DSSURDFK ) ,5%
21 ZKLFK VORWWLQJ FULWHULD
(8 D 21 ZKLFK HTXLWLHV XQGHU WKH VLPSOH ULVN ZHLJKWLQJ PHWKRG

21l ZKLFK DGYDQFHG LQWHUQDO UDWLQJV EDVHG ,5% DSSURDFK

&RXQWHUSDUW\ FUHGLW ULVN &&5
bbbbb 21 ZKLFK ZLWK VWDQGDUGLVHG DSSURDEFK
bbbbb 21 ZKLFK ZLWK WKH LQWHUQDO PRGHO PHWKRG ,00
(8 D bbbbb 21 ZKLFK H[SRVXUHV WR D FHQWUDO FRXQWHUSDUW
(8 E bbbbb 21 ZKLFK FUHGLW YDOXDWLRQ DGMXVWPHQW &9$%
21 ZKLFK RWKHU FRXQWHUSDUW\ ULVN
6HWWOHPHQW ULVN
6HFXULWLVDWLRQ H[SRVXUHV LQ ORDQV DQG UHFHLYDEOHV DIWHU DSSOLFDWLRQ RI WKH FDS
bbbbb 21 ZKLFK WKH 6(& ,5%% PHWKRG
21 ZKLFK WKH 6(& (5%% DSSURDFK LQFOXGLQJ WKH LQWHUQDO DVVHVVPHQW DSSURDFK
21 ZKLFK ZLWK WKH 6(& 6$ PHWKRG
(8 D bbbbb 21 ZKLFK
B3RVLWLRQ H[FKDQJH UDWH DQG FRPPRGLW\ ULVNV PDUNHW ULVN
bbbbb 21 ZKLFK ZLWK VWDQGDUGLVHG DSSURDFK 6%
bbbbb 21 ZKLFK ZLWK WKH LQWHUQDO PRGHO PHWKRG ,00
(8 D/DUJH H[SRVXUHV
2SHUDWLRQDO ULVN
(8 D bbbbb 21 ZKLFK ZLWK WKH EDVLF LQGLFDWRU DSSURDFK
(8 E bbbbb 21 ZKLFK ZLWK VWDQGDUGLVHG DSSURDFK
(8 F bbbbb 21 ZKLFK ZLWK WKH DGYDQFHG PHDVXUHPHQW DSSURDFK
$PRXQWYV EHORZ WKH WKUHVKROGV IRU GHGXFWLRQ VXEMHFW WR ULVN ZHLJKW
7TRWDO

JLIXUHV LQ WKRXVDQGV RI |

JLIOODU  'LVFORVXUHV 5HSRUW



.H\ PHWULFV WHPSODWH .0

$YDLODEOH VKDUHKROGHUViI HTXLW\

&RPPRQ HTXLW\ WLHU
7LHU FDSLWDO
7TRWDO FDSLWDO

$PRXQW RI ULVN ZHLJKWHG H[SRVXUH

7TRWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH

&DSLWDO UDWLRVY DV D SHUFHQWDJH RI ULVN ZHLJKWHG H[SRVXUH DPRXQW

&RPPRQ HTXLW\ WLHU UDWLRYV
(TXLW\ WLHU UDWLR
7TRWDO FDSLWDO UDWLR

$GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV IRU ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH DV D SHUFHQWDJH RI WKH ULVN
ZHLIKWHG H[SRVXUH DPRXQW

(8 D $GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH

(8 E 21 ZKLFK FRPSRVHG RI FRPPRQ HTXLW\ WLHU SHUFHQWDJH SRLQWV

(8 F 21 ZKLFK FRPSRVHG RI FRPPRQ HTXLW\ WLHU SHUFHQWDJH SRLQWV

(8 G 7RWDO 65(3 VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV
&RPELQHG EXIIHU DQG RYHUDOO FDSLWDO UHTXLUHPHQW DV D SHUFHQWDJH RI ULVN ZHLJKWHG H[SRVXUH DPRXQW
&DSLWDO FRQVHUYDWLRQ EXIIHU

(8 D &RQVHUYDWLRQ EXIIHU GXH WR PDFUR SUXGHQWLDO RU V\VWHPLF ULVN REVHUYHG LQ D OHPEHU 6WDW@& é é é
,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU

(8 D 6\VWHPLF ULVN EXIIHU é é
*OREDO V\VWHPLFDOO\ LPSRUWDQW HQWLWLHV EXIIHU é é é

(8 D2WKHU VI\VWHPLFDOO\ LPSRUWDQW HQWLWLHV EXIIHU é é é

&RPELQHG EXIIHU UHTXLUHPHQW
(8 D2YHUDOO FDSLWDO UHTXLUHPHQW
&RPPRQ (TXLW\ 7LHU FDSLWDO DYDLODEOH DIWHU PHHWLQJ WKH WRWDO RI WKH 65(3 V VKDUHKROGHUYV HTXLW\ UHTXLUHPHQWYV

/HYHUDJH UDWLR

7TRWDO H[SRVXUH PHDVXUHPHQW
/HYHUDJH UDWLR

$GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV WR DGGUHVV WKH ULVN Rl H[FHVVLYH OHYHUDJH DV D SHUFHQWDJH RI WRWDO H[SRVXUH

PHDVXUH
(8 D$GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV WR DGGUHVV WKH ULVN RI H[FHVVL¥H OHYHUDJ é
(8 E 21 ZKLFK FRPSRVHG RI &(7 SHUFHQWDJH SRLQWYV é é é

(8 F7RWDO 65(3 OHYHUDJH UDWLR UHTXLUHPHQWYV

/HYHUDJH UDWLR EXIIHU DQG RYHUDOO OHYHUDJH UDWLR UHTXLUHPHQW DV D SHUFHQWDJH RI WKH WRWDO H[SRVXUH PHDVXUH

(8 G5HTXLUHG OHYHUDJH UDWLR EXIIHU UHTXLUHPHQW é é é é é
(8 H2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW

/ILTXLGLW\ FRYHUDJH UDWLR

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$ YDOXH ZHLJKWHG DYHUDJH
(8 D&DVK RXWIORZV é 7TRWDO ZHLJKWHG YDOXH
(8 E &DVK LQIORZV é 7TRWDO ZHLJKWHG YDOXH

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



7TRWDO QHW FDVK RXWIORZV DGMXVWHG YDOXH
/ILTXLGLW\ FRYHUDJH UDWLR

1HW VWDEOH IXQGLQJ UDWLR

7TRWDO VWDEOH IXQGLQJ DYDLODEOH
7TRWDO VWDEOH IXQGLQJ WRWDO UHTXLUHG
1HW VWDEOH IXQGLQJ UDWLR

JLIXUHV LQ WKRXVDQGV R

$YHUDJH RI WKH FRQVROLGDWHG /&5 UDWLRV

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



'"HVFULSWLRQ RI WKH LQWHUQDO FDSLWDO DGHTXDF\0DYWHMWH HDEWLEBQREBRRORBAM WKH DFWLRQV HVWDEOL
ZHDNQHVY LGHOWLILHG LO WKH LOWHUQDO FDSLWDO D(

2QH Rl WKH UHTXLUHPHQWY HVWDEOLVKHG LQ 'LUHFWLYH o8\ RIFYK B PP RYBUPRHEWURYH WKH FROQWURO
DQG Rl WKH &RXQFLO RI -XQH PRGLILHG E\ WKH (XURSHDQ 'CUHFWLYH (8 RI WKH
(XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI 0D\ TRE bRWHUQWR WKSLWEWLPGWT RPFURBYWVVPHQW SURFHVYV

LOQVWLWXWLRQV DQG WKHLU SUXGHQWLDO VXSHUYLVLRQ LVHWW DI & KW LIQYWROWHWVL R 8 Y HRUOOQV DFRHIIGVK IRW WK 0 @ B W W X
DQQXDOO\ DQ LQWHUQDO FDSLWDO DGHTXDF\ DVVHVVPHQWHURFAVARDOIRWDAZDOGH TWRH DXVEHNEPHRW UHSRUW ZKLF
HVWDEOLVKHG LQ WKDW 'LUHFWLYH %DQNLQWHU FRQGXFWY¥YUHFW R QW HRED & XEPS MWOHG DVERI TW B I\ 6DXNBVHIIWLY ROW 7KLV UL
SURFHVYV IROORZLQJ WKH JXLGHOLQHYV VHW E\ VXSHUYLVRUWXQHEIYHYRODRVRYYKH *URXS V PHGLXP WHUP SODQV ULVN SsU

LWKLQ WKH FDSLWDO VHOI DVVHVVPHQW SURFHVYV WKH *URXS HYDOXDWHYVY WKH IROORZLQJ DVSHFWYV

5LVN SURILOH RI$WKBIVMUIHRWFHQW LV PDGH RI WKH LQKHUHQW DQG UHVLGXDO ULVN

RI WKH GLITHUHQW ULVNV WR ZKLFK WKH *URXS LV H[SRVHG $Q LQWHUQDO TXDQWLWDWLYH DQG
TXDOLWDWLYH DVVHVVPHQW LV FDUULHG RXW RI FUHGLW PDUNHW RSHUDWLRQDO DQG OLTXLGLW\ ULVNV
DQG RI WKH DPRXQW RI FDSLWDO QHFHVVDU\ WR FRYHU VXFK ULVNYV

*RYHUQDQFH PDQDJHPHQW DQG ULKN $BRMHMODWVYMAMAMHAN ERWK

WKH %DQN V FRUSRUDWH JRYHUQDQFH V\VWHP DQG SURFHGXUHVY DV ZHOO DV WKH PDQDJHPHQW

DQG FRQWURO SURFHVVHV IRU HDFK RI WKH UHOHYDQW ULVNV DQG WKHLU VXLWDELOLW\ IRU WKH
*URXS V ULVN SURILOH

7KH (XURSHDQ %DQNLQJ $XWKRULW\ *XLGHOLQHV RQ ,QWHUQDO *RYHUQDQFH DUH HPSOR\HG LQ

WKH DVVHVVPHQW Rl WKH FRUSRUDWH JRYHUQDQFH VA\VWHP 7KH ,QVWLWXWLRQ V ULVN FXOWXUH LWV
UHIOHFWLRQ LQ WKH RUJDQLVDWLRQ RI WKH IXQFWLRQ LWV SROLFLHVY DQG SURFHGXUHV LQ WHUPV RI
ULVNV DQG WKH SURFHGXUHV UHODWHG WR LQWHUQDO FRQWURO DQG DXGLW DUH DVVHVVHG LQ WKH
UHYLHZ RI ULVN PDQDJHPHQW DQG FRQWURO

5LVN PHDVXUHPHQW DQG TXDQWLILFDMV@MRQU & D @ QPMHRVUKQROBO/ FODUSH. W D O

XVHG WR TXDQWLI\ WKH FDSLWDO UHTXLUHPHQWYV IRU 3LOODU ULVNV WR ZKLFK WKH *URXS LV
H[SRVHG &DSLWDO DGHTXDF\ LV WKHUHIRUH DVVHVVHG EH\RQG WKH WUDGLWLRQDO UHJXODWRU\

ULVNV FUHGLW PDUNHW DQG RSHUDWLRQDO ULVNV E\ FRQVLGHULQJ DPRQJ RWKHUV VWUXFWXUDO
LQWHUHVW UDWH ULVNV FRQFHQWUDWLRQ ULVNV UHSXWDWLRQDO ULVNV EXVLQHVV ULVNV DQG FOLPDWH
ULVNV

&DSLWDO WRUVHW VHW LQ WHUPV RI &RPPRQ (TXLW\ 7LHU & (7 DQG 7TRWDO &DSLWDO
DQG LV FRPSDUHG WR H[LVWLQJ OHYHOV RI FDSLWDO 7KHVH WDUJHWV DUH VHW E\ WKH %RDUG RI
'LUHFWRUV DQG LW PRQLWRUV WKHP SHULRGLFDOO\

&DSLWDO SODMKHLIFQRXS V FDSLWDO SODQ LV VXPPDULVHG DQG DVVHVVHG LQ WKH

PHGLXP WHUP LQFOXGLQJ WKH DFWLRQV HVWDEOLVKHG LQ WKH VWUDWHILF DQG EXVLQHVY SODQV

DQG WKH FDSLWDOLVDWLRQ DQG GLYLGHQG SROLFLHVY 7KH FDSLWDO SODQ LV VXEMHFWHG WR VWUHVV
VFHQDULRVY WR DVVHVV WKH UHVLOLHQFH RI WKH EDQN V FDSLWDO OHYHO LQ DGYHUVH VLWXDWLRQV

&DSLWDO FRQWLQJH®QKN SBWH@WLIDO VRXUFHV RI FDSLWDO JHQHUDWLRQ DYDLODEOH

WR WKH *URXS LQ WKH HYHQW RI D SRWHQWLDO GHWHULRUDWLRQ LQ LWV FDSLWDO SRVLWLRQ DUH
GHVFULEHG DQG DVVHVVHG 7KLV DQDO\WLVY SURYLGHV WKH JRYHUQLQJ ERGLHV ZLWK DQ
RYHUYLHZ RI WKH SRWHQWLDO VWUDWHJLHY DYDLODEOH DQG WKH LPSDFW RI WKHLU LPSOHPHQWDWLRQ

JLIOODU  'LVFORVXUHV 5HSRUW



&UHGLW ULVN




:DWFKOLVW H[SRVXUHQFOWOGHN WUDQVDFWLRQV ZLWK D
FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ EXW QR
DOORZDQFH ZLOO EH PHDVXUHG DW DQ DPRXQW HTXDC
,QIRUPDWLRQ RQ FUHGLW ULVNYV H[SHFWHG FUHGLW ORVVHV ,QWHUHVW LQFRPH ZLOO Et
LQWHUHVW UDWH WR WKH ILQDQFLDO DVVHWiV JURVV FDL

1RQ SHUIRUPLQJ H[SRVXUHMHQFGBW®HW FUHGLW LPSDLUHG

1RWH L Rl WKH QRWHV WR WKH *URXS V ILQDQFLDO \HDYUDBWYHXWOD FRIVKOMWs B WHGW| IRMD DREEDDOUPHQW 7KH ORVYV

VWDWHPHQWY GHILQHV WKH FRQFHSWV UHODWHG WR LPSDLUPHUWIRG WE8DWKHDID QVYFHWN DVVHWIV OLIHWLPH H[SHFWH
FDOFXODWHG DSSO\LQJ WKH HIIHFWLYH LQWHUHVW UDW

HEW LQVWUXPHQWYV DQG RII EDODQFH VKHHW H[SRVXUHV LH DGMXVWHG IRU DQ\ LPSDLUPHQW ORVVHV | WKHV}

,PSDLUPHQW ORVVHV IRU WKH SHULRG RQ GHEW LQVWUXPHQWW®RWbWEW IHFRIWKVHGHY W WDVMP A BHEVH VLR XYWk UHFRJIQLVHG
LQFRPH VWDWHPHQW ,PSDLUPHQW ORVVHV RQ GHEW LQVWUXPREBXY PQORER QW V> R W\w QRIW DY ERMHYHEW LQFRPH

WKURXJK DQ DOORZDQFH DFFRXQW WKDW UHGXFHV WKH FDUU\L&{,Q@R@HV&FﬁS%W%M%H%%ﬂ&@l—i@/‘{_l&lﬁVW,&@UH LV QR U
L U

GHEW LQVWUXPHQWYV DW IDLU YDOXH WKURXJK RWKHU FRPSUHKRQWL) RRARLVHS b ® SDVW GXH ZLc

TSFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPHI &ODVVLILFDWLRQ LQ WKLV FDWHJRU\ ZLOO HQWDLO UHF
6XEVHTXHQW UHYHUVDOV RI SUHYLRXVO\ UHFRJQLVHG LPSDLUPHORNRBRRY AN HidW 1Y HHFRYB\LWAHGDHER A QWRPRG LWV IXOO0 G
LQ WKH LOQFRPH VWDWHPHQW IRU WKH SHULRG WDNH DQ\ DFWLRQV QHFHVVDU\ WR DWWHPSW WR FROOH
H[WLQJXLVKHG GXH WR VWDWXWH RI OLPLWDWLRQV IRUJ
(ISHEWHG FUHGLW ORVVHV UHODWH WR WKH GLIIHUHQFH EHWZHHQ DOO FRQWUDFWXDO FDVK IORZV WKDW DUH
GXH WR WKH EDQN LQ DFFRUGDQFH ZLWK WKH ILQDQFLDO BIBWH@LWREW L}UWJ:QQ@NU{)Q) AKYWFEBYRGIRZRVRUANKRBPRDOWHG FU
WKH EDQN H[SHFWV WR UHFHLYH GLVFRXQWHG DW WKH RULSXIFK M HFRW i | QBWHBHG W bRXWHY RYKBW HE VR BPWYHFUHG L
DSSUR[LPDWLRQ WKHUHRI RU WKH FUHGLW DGMXVWHG HIHHERMXUWHY @ WHU HISH FWOHBHF ViklG L% ORYVR@ WKWH SXUFKDVH
RULJLQDWHG FUHGLW LPSDLUHG ILQDQFLDO DVVHWYV LQFOXGHG LQ WKH ORVV DOORZDQFH RU WKH JURVV FDUU\LQ

H JU
LVHG ZKHQ WKH |
@d\LH/LH*\VVWKH FXPXOD

@ RBlp WKW LVHC
UGLQJ

RI KRZ WKH\ DUH VXEVHTXHQWO\
)XWXUH HVWLPDWHG FDVK IORZV IURP D GHEW LQVWUXPHQWSDHRQMEVW (ﬂj FQBOSBVQR

H L
WKH SRVVLEOH IXWXUH FROOHFWLRQ RI WKH FRQWUDFWXD(d)SF'IEWK"q;OFRLZWG Ywa \'(/\HH/VD | WI’%W%@# \Qp@ DVVLJQHC
IORZV RI LQVWUXPHQWY VXSSRUWHG E\ FROODWHUDO FRQV e WRE\WYRERE W\ RI GHIDX

HY R O
IRUHFORVXUH RQ WKH FROODWHUDO OHVV WKH FRVWV RI R %?ﬁ@g.ﬁ%&“ yormel M% RYoBWHLP Q%%%%RS%F%\%%K

RI ZKHWKHU HQIRUFHPHQW RI WKH FROODWHUDO LV SUREDEQKG DyDLODEOH RQ D GDLO\ EDVLYV +RZHYHU LQ 6WDJHV
YRUZDUG ORRNLQJ LQIRUPDWLRQ WKURXJK WKH XVH RI DOWWH DWLVW\AU%IEW@WL#%R *v\Lk"HG RYEFXUWU HOF@WR LY FDUULHG
IXWXUH LGLRV\QFUDWLF LWHPV LV WDNHQ LQWR FRQVLGHU IfiV\( E‘%HF Vﬁﬁﬁ&j#ﬁﬁg‘g}(ws
ORVVHV DQG FODVVLI\LQJ FUHGLW H[SRVXUHV ([SHFWHG %Q FP?QTS HLLJ ULQJ Rl WKH FRg(
SUREDELOLW\ Rl RFFXUUHQFH RI HDFK VFHQDULR RU LGLRV\
WR WKH QFLDO VWD WV 5LVN ODQDJHP
H

&UHGLW H[SRVXUHV DUH FODVVLILHG LQ DFFRUGDQFH ZLWI?_d\{ﬁUIPlﬂ)\ﬁHﬁI&L\HQLH_ MW&F%Q%WF@H l:R/\ﬂ_qQFf‘QZlR%‘JWKH H

FDWHJRULHV DQRWKHU RQ IRUEHDUDQFH SROLF\
3HUIRUPLQJ H[SRVXUHQEWRGHY WUDQVDFWLRQV IRU ZKLEK RUBGEW ULUN KBYE RRWHG UHJX HV WR DV

LQFUHDVHG VLIJQLILFDQWO\ VLQFH LQLWLDO UHFRIQLWLEHy XKW P REWR? ﬁéD@/FH ok PO By P%ﬁ%&%%@/%ﬁ’% FROOHE)

WFk
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKDW SURYLGHV XSGDWHG DQG UHOL WLRQ UHJD
G
LQ

DQ DPRXQW HTXDO WR PRQWK H[SHFWHG FUHGLW %R’UF’E‘%JK B WY W R AL PO R Ry v BYY,HVV QFFXUDF\ E
FDOFXODWHG E\ DSSO\LQJ WKH HITHFWLYH LQWHUHVW UDRWH MWR WK H_MYL@ dew%dqu: LR5Q,UU LQJ
DPRXQW
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(TXLW\ LQVWUXPHQWY -RAL\OWR FIHBOMHXMUHY DQG 7KH GHILQLWLRQ RI GHIDXOW LQ %DQNLQWHU *URXS LV VHW

7KH *URXS UHFRJQLVHV LPSDLUPHQW ORVVHV R@ILQMHWWPSH V;/}%r' \ K X \W\PQFQ DQ\GWWQQJ-GX'Q:%VGLMRDQVQII_’SS(ILOQA
ZKHQHYHU WKHUH LV REMHFWLYH HYLGHQFH WKDW WKH F ”% % \?E—év\/\yKéjH Lf.?/ ngW
UHFRYHUDEOH 7KH DPRXQW RI LPSDLUPHQW ORVVHV ZLOO H H I'H FH \}V H DUU\LQJ

DPRXQW RI WKH LQVWUXPHQW DQG LWV UHFRYHUDEOH DPRXQW ,TNKHWH® RGYHH D X B WHRD RLRWXQ B DANHQPKH REOKHIUWLRQ SULQF

RI IDLU YDOXH OHVV FRVWV RI GLVSRVDO DQG YDOXH LQ XVH GD\V VXEMHFW WR VSHFLILHG PDWHULDOLW\ FULWHULD
JRU WKHVH SXUSRVHV WKH EDQN ZLOO HVWLPDWH WKH YDOXH L%IQ-IVI?FEQ‘JIDDOQELDQ%VLV\IIFplf&\ﬁLIf\PEOH RU D VSHFLILF WUDQ

DWKH SUHVHQW YDOXH RI LWV VKDUH RI WKH FDVK IORZV H, \<él W EO H%% % |_\||_U uH UHHQDV?//RRQEDOEL%BWG!
LOYHVWHH ZKLFK ZLOO LQFOXGH ERWK WKRVH IURP RUGLQ B HF gL L QR \%PW H QI}{DF RQ VXFK DV H
ORVVHV RQ LWV VDOH RU GLVSRVDO RU

EWKH SUHVHQW YDOXH RI WKH FDVK IORZV H[SHFWHG W'QF%TJ H|I_|-|\;3H\£%W DWLRRY { |¢ ?ﬁQ\WRESM% Lig\KLIJDI:/VE(%I-\lNQ LSQ(
IRUP RI GLYLGHQGYVY DQG WKRVH UHODWLQJ WR WKH VD |._J\:| bVL%{Fé{/ \k yﬁ I @ﬁWHQHVV RU GHIHUUDO F

,PSDLUPHQW ORVVHV DUH UHFRJQLVHG LPPHGLDWHO\ DV DS KUSHRYWHVK® SUR IE M LFEH QW \ WM HSU DW KIH GBHHID IXFOGV

LQ ZKLFK WKH\ RFFXU 6XEVHTXHQW UHYHUVDOV RI SUHYLRﬁV:ﬁWW@%&BSDI-'I'&VR/H&/WHQRV\I\{(I—LIVGQHHXOW LV FROQVL
Q

UHFRJQLVHG LPPHGLDWHO\ DV LQFRPH LQ FRQVROLGDWHG S KLFK WKDW SHUVRQ LV D KROGHU DUH WDNH

7KHUH LV REMHFWLYH HYLGHQFH WKDW FDSLWDO LQVWUXPAKQWK WHH ISH3ID/IRQH G VZ RHKH DKROSHQ WD QReU AKKkHK DUH RYH!
FRPELQHG HIIHFW Rl VHYHUDO HYHQWYV RFFXUV DIWHU WKRVNYHMMRHOW RIHW R BHQEMEW BUWK SWI D RYGWFDWPRW XW KD W

WKHLU FDUU\LQJ DPRXQW LV QR ORQJHU UHFRYHUDEOH 7K Q WK H I W \?DZEIQ"H\

RQ WKH SHUIRUPDQFH DQG RSHUDWLRQV RI LWV LQYHVWH%@%%&M‘ 'ﬁ@\}é M%E§W\Pm é/RVLWLl}iQQGVL:
REMHFWLYH HYLGHQFH RI LPSDLUPHQW DFFRXQW

SHIXODWRUV GHILQLWLRQ RI GHIDXOW $Q H[SRVXUH VKDOO FHDVH WR EH FODVVLILHG DV D GHIL

7KH GHILQLWLRQ RI GHIDXOW XVHG LQ WKH UHJXODWRU\ SOUDPAHWHDW LRQ PYSDwdH DKOMW. AIBMILRE ORQVKNKW IXOILOOH
%DQNLQWHU *URXS FRPSOLHV ZLWK WKH UHJXODWRU\ UHZRXOHPHIDWRHYRWWEXWRO® RALWIFPH HV R

5HIXODWLRQ (8 1R Rl WKH (XURSHDQ 3DUOLDPHQW DQG. W I% FLR/QHgI V_&X%
&55 DV ZHOO DV ZLWK WKH UHJXODWRU\ JXLGHOLQHV DQgU ?/"\/ﬁ\%llﬁ FgF )%%6 GFBEJ \</ I-?V?LRQX]W %%EW LQWHUHVY
*XLGH (%$ */ DQG &RPPLVVLRQ 'HOHIJDWHG 5HIJXODWLRQ (8 2FWREHU
DQG WKH UHTXLUHPHQWY RQ WKH PDWHULDOLW\ WKUHVYKRIKHKQ WHKNH RRWGL® LRI QIRWORQJIHB H[LVW ZKLFK OHG \
RI WKH (XURSHDQ &HQWUDO %DQN RI 1RYHPEHU VXEMHFWLYH GRXEWIXO

$ VHW RI FRQFHSWYVY UHODWHG WR GHIDXOW DUH EULHIO\ GHILQHG EHORZ
3bVW GXH )DLOXUH WR SD\ RU PHHW FUHGLW REOLJDWLRQV E\ WKH SD\PHQW PDWXULW\ GDWH

'"HIDXQWGLVWLQFWODXED/M5 RI D FUHGLW REOLJDWLRQ LQ DFFRUGDQFH ZLWK $UWLFOH

Rl WKH &DSLWDO 5HTXLUHPHQW 5HIJXODWLRQ &55 DQG DSSOLFDEOH IRU WKH SXUSRVHV RI
GHWHUPLQLQJ FDSLWDO UHTXLUHPHQWY 7KH GHILQLWLRQ RI GHIDXOW LV WKH SUHFLVH SXUSRVH RI
WKLV VHFWLRQ

1RQ SHUIRUPLQJ GRXEWIXO &UHGLW GHIDXOW FULWHULRQ DFFRUGLQJ WR %DQFR GH (VSD3D
DFFRXQWLQJ FLUFXODUV DQG &RPPLVVLRQ 5HIJIXODWLRQ (8 R 1RYHPEHU

KHUHLQDIWHU UHIHUUHG WR DV ,)56 LQWHUFKDQJHDEO\ XVHG IRU WKH SXUSRVH RI
FODVVLI\LQJ H[SRVXUHV LQWR SKDVHV RU VWDJHV 6SHFLILFDOO\ QRQ SHUIRUPLQJ GRXEWIXO
FRUUHVSRQGV WR 6WDJH
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$OWKRXJK WKHUH DUH FHUWDLQ GLIIHUHQFHYV EHWZHHQ WKHUGRAMEUW LRIQI LRID GHL D R®OM) VYWUXE HQ WNKIBD UHRDFFRXQWHG IR
DQG WKH FRQFHSW RI QRQ SHUIRUPLQJ GRXEWIXO ZKLFK MWXOMOWHVSRRQ GAK W R IWKN GKIG QUMWARWGRI MV RFLDWHG ZLW|
,PSDLUHG $VVHW FRQWDLQHG LQ $SSHQGL[ $ RI ,)56 DV ZRFECFX DW WBHWHIOQ EBOFOWWHRRU R ZILWV BDUWHWD HK

% FRQVLGHULQJ LQ DOO FDVHV WKDW DQ LQVWUXPHQW LV U FEJ Ly/H DV | KH% W
PRUH WKDQ GD\V SDVW GXH WKHVH KDYH QR VXEVWDQWLDOi:I B U 9 il |L|j|—|:}J \ \'SQW'-DODOI\E;’\(ILEJBE
EHWZHHQ SRUWIROLRY LQ GHIDXOW DQG WKRVH FODVVLILHG DV kfg lR% QORI L EQ/BW\EHWV v
OLPLWHG 7KH PDLQ GLIIHUHQFHV DUH DV IROORZV RSWLRQ LVVXHG WKDW LV VLIQLILFDQWO\ RXW RI WKH P
7KH FRQFHSW Rl QRQ SHUIRUPLQJ GRXEWIXO LV DSSOLHG DMK HI[BRVQEWR U0 BRHE Q@RWFKHVWDIQY VXERUGLQDWHG ILQ
WKDW WUDQVDFWLRQV IURP WKH VDPH GHEWRU ZLWK GLIIHURFSQNMR YUDPHIOQW VW R IV KKK VOAHZL (KIREDGBH D) GHWF~ WKH 1L Q
XQVXVWDLQDEOH WUDQFKHV LQ D UHVWUXFWXULQJ DJUHHPHHRRY 2@ WRR WWHKHLD®DQEH MKHIBWIM®G DQ\ ULIKW RLU
HQWLWLHY WKH FRQFHSW RI GHIDXOW LV DSSOLHG DW WK H HRXAOMR RH W IOH YWD @QIG U RQYFYL WXGWDQHR XV O\ UHFRJQ
FRQVLGHUHG WR EH LQ GHIDXOW WKLV FDUULHV RYHU WR D LW S N % U LW

VKRXOG EH QRWHG WKDW ZKHUH FDUU\ RYHU FULWHULD D’\;lH%g % (545 %v?ﬂ %Yg Iﬁ? Ev WKZI:V\IIZKDVVI\/%KRHI '\
FODVVLILHG DV QRQ SHUIRUPLQJ GRXEWIXO DQG_ LQ JHQHUD] MY ° G v B\ SogPLh R
ULVN WKHQ WKLV FDUU\ RYHU HIIHFW LV DOVR DSSOLHG D@/ 'ﬂ\lﬁjé_ S ER F[Q' KﬁE' 2 \QE{JI\\NQH ool
DOVR LQ GHIDXOW XQGHU WKH FRQVLGHUDWLRQ RI GHIDXO WY HWE  WKH 1LODOFLDO LOVWUXPHOW WUDOVIH
7KH FRQFHSW Rl GHIDXOW LQFOXGHV PDWHULDOLW\ WKUHVKRE@VDQF PWOWLRREWLDXHGLMR BRWHDVXUHG ZLWK
FRQVLGHUHG LQ QRQ SHUIRUPLQJ GRXEWIXO H[SRVXUHV WUDQVIHU +RZHYHU WKH UHODWHG ILODQFLDO OLDELC

2Q WKH RWKHU KDQG IRU LQGLYLGXDOV WKH FRQFHSW RI \g ;Rgﬁw\/ SI—%D l[IR§D w: YI-IE".: >\5\}JK LVVVI>I-(|ILEJ\l/JII-||TGXE)?\\A
OHYHO ZLWKRXW FRQVLGHULQJ DXWRPDWLF FDUU\ RYHU F &lﬂjb%g Hi‘ . =13 HOBID

SHUIRUPLQJ GRXEWIXO H[SRVXUHYV LOLWA DUH UHFF

%HORZ LV WKH YROXPH RI GRXEWIXO ORDQV DQG DGYDQEHV DW%B%&%&‘T:%N%E&EL&W%\%%%}UI%V QgngéEgvoleLQviv\Cﬁi\é
| Do BYNE WY Exg}/fﬁlf

ILQDQFLDO \HDU DV ZHOO DV WKH LQIORZV DQG RXWIORZV WKDW lilr_WKV\S G FDOO RSWLRQ F

&KDQJHV LQ WKH YROXPH RI QRQ SHUIRUPLQJ ORDQV DQG DGYDQMFHWWERXW RI WKH PRQH\ VHFXULWLVDWLRQV LQ ZlI
VXERUGLQDWHG GHEW RU DQRWKHU W\SH RI FUHGLW

D WUDQVIHUUHG DVVHW HWF D GLVWLQFWLRQ LV PDGH E
BUPFE\Q\(?\TVDUU\LQJ .l WKH *URXS GRHV QRW UHWDLQ FRQWURO RI WKH
ZKLFK FDVH LW LV GHUHFRJQLVHG DQG DQ\ ULJKW R

,OQLWLDO YROXPH RI QRQ SHUIRUPLQJ ORDQV DQG DGYDQFHV WKH WUDQVIHU LV UHFRJQLVHG

(QWULHV WR QRQ SHUIRUPLQJ SRUWIROLRYV

(ILWV IURP QRQ SHUIRUPLQJ SRUWIROLR , I WKH *URXS UHWDLQV FRQWURO RI WKH WUDQV
FRQWLQXHV WR UHFRJQLVH LW IRU DQ DPRXQW HT)>

([LWV GXH WR ZULWH RIIV YDOXH DQG UHFRJQLVHV D ILQDQFLDO OLDELOLW\
(ILWV IRU RWKHU UHDVRQV DVVHW

)LQDO WRWDO RI QRQ SHUIRUPLQJ ORDQV DQG DGYDQFHV
— L ooLKH QHW DPRXQW RI WKH WUDQVIHUUHG DVVHW DQG Rl WKH
) QUSRIVPRY RYkH ULIJIKWV DQG REOLJDWLRQV UHWDLQHG LI WKH WUDQ"
RU WKH IDLU YDOXH RI WKH ULJKWYV DQG REOLJDWLRQV UHW

IDLU YDOXH

I1RWH N RI WKH QRWHV WR WKH *URXS V DQQXDO FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY GHILQHYV
WKH LWHPV UHODWHG WR WUDQVIHUVY DQG UHPRYDOV IURP WKH EDODQFH VKHHW RI ILQDQFLDO LQVWUXPHQWYV
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7KHUHIRUH ILQDQFLDO DVVHWYV DUH RQO\ UHPRYHG IURP W&W §BBYRROX\GO\WIHEGEBDDW 8 EHLYK WHKWVZ KHSRUKMH RQH RI %DC
FDVK IORZV WKDW DUH JHQHUDWHG KDYH EHHQ H[WLQJXLPXHBN BUQ ZIX P®R GLHWINW HDDGG UHDOWHBYWRULVN SURILOH 7R C
RZQHUVKLS KDYH EHHQ VXEVWDQWLDOO\ WUDQVIHUUHG WRIDDPKZRE s DVYWD JRYPHLOQ@DOQRK H | MGRIRGDF MDRO HIQL\DXEW IO WAKLIMW W K H
DUH RQO\ UHPRYHG IURP EDODQFH VKHHW ZKHQ WKH REOMKEBWURQS WKMUDMMHIUDWIE ERYHQEMMWGESODQV 7KHVH REMH
H[WLQJXLVKHG RU ZKHQ WKH\ DUH DFTXLUHG IRU WKH SXUS RWKH RA DALY BHOID WOR RKIL B K WHIOHD £ QB XEKIHWP VXEMHFW 7KH VWU
PDQDJHPHQW DQG FRQWURO IXQFWLRQV WKH UHODWLRQVKL
WLYN (FROWWURO®) FRPSOLDQFH PDQG LQWHUQDO DXGLW IXQ
WKURXJKRXW VHFWLRQV DQG RI WKLV UHSRUW

‘KHQ WKH WUDQVIHUUHG ILQDQFLDO DVVHW LV UHPRYHG 1URPWMAK H %'DW|5§FQAR\\/"KWHWRL€§”£'WPQ|%XAPLQJﬁﬁ/QV\W/QHGDWHG LG
GLIIHUHQFH EHWZHHQ LWV FDUU\LQJ DPRXQW DQG WKH vXp WKHLQRY & R@p M ROL WY HEWMN PROLFLHY DQG PDQ
LQFOXGLQJ DQ\ QHZ DVVHW REWDLQHG OHVV DQ\ OLDELOLWYULWHBPG Bl & VEV LPAWE-LRFPxPWoDbWHG UHVXOW

UHFRJQLVHG GLUHFWO\ DV $FFXPXODWHG RWKHU FRPSUHKHQMLXH ERERBHS GRYH EXMWL RIW WAL X WO ERY MRIGLW ULVN
WKH WUDQVIHUUHG ILQDQFLDO DVVHW ZLOO EH UHFRJQLVHGs |4 @x\W 5 SRR I k¥ DQG ORVV DFFRXQW

7KH DFFRXQWLQJ UHJXODWLRQV HVWDEOLVK WKDW PRGLILFBW bR @ R XU (AR QBIUPFW VAR\H WX QGHU FHUWDLQ
FLUFXPVWDQFHV OHDG WR GHUHFRJQLWLRQ RI WKH EDODQFH Rl WKH VRXUFH DFFRXQW DQG FRQVLGHUDWLRQ
RI WKH GHVWLQDWLRQ DFFRXQW DV D QHZ WUDQVDFWLRQ@ &KHGIHYOHYBOLWOWHEYHGRWW WLR S RIS RMXWHV

SDUDJUDSK LV WKDW GHUHFRJQLWLRQ DQG DGGLWLRQ RI WKH ERORREHsHY IRQPL WX BWE!sHE IRUP LGIENMRQWERY

FKDQJH LQ WKH FRQGLWLRQV RI WKH ILQDQFLDO LQVWUXPHQW
VWUXFWXUHG RU IRUERUQH H[SRVXUHYV

5H
$FFRUGLQJO\ WKH %DQNiV LQWHUQDO SURFHGXUHV SURYLGH WKDW UHILQDQFLQJ DQG UHVWUXFWXULQJ
SURFHVVHV PD\ RQO\ EH FRQVLGHUHG DV QHZ RSHUDWLRQV ZKHQ3WHKHIHRUROGOR DI TRQY SHMILRORLODIM[SRVXUHYV E\ PDW

VLPXOWDQHRXVO\Y PHW ZLWK GXH MXVWLILFDWLRQ "RXEWIXO H[SRVXUHV E\ JHRJUDSKLF DUHD DQG VHFW

D'RXEWIXO WUDQVDEWLRQV DUH UHILODQFHG RU LI QRW WKH | v LR v
A N e Ao A VN Rto ¥V H'é6 8 HEVRI F Y RV BRY LR 8 ploFLbo FRUSRUDW

E7KHUH LV D VXEVWDQWLDO PRGLILFDWLRQ RI WKH WHUPV RI WKH %%%%\%E\LX/DQWDI}C?#OGXEMWDNLQJ SRVVHVVLRQ DQ

,QFRUSRUDWLRQ RI SDUWLFLSDQWY WKDW VXEVWDQWLDOO\ FKDQJH WKH ULVN SURILOH RI WKH
WUDQVDFWLRQ

BURYLVLRQ RI DGGLWLRQDO JXDUDQWHHV WKDW VXEVWDQWLDOO\ LPSURYH WKH SURVSHFWYV RI
UHFRYHU\ LQ WKH HYHQW RI GHIDXOW

5HILQDQFLQJ LV WKH UHVXOW RI D MXGLFLDO RU EDQNUXSWF\ SURFHVV WKDW UHVXOWY LQ D GHEW
VHWWOHPHQW IURP ZKLFK D VXVWDLQDELOLW\ DJUHHPHQW RQ D SDUW RI WKH GHEW HPHUJHYV
,QIRUPDWLRQ RQ FUHGLW ULVNYV

,Q DFFRUGDQFH ZLWK &KDSWHU Rl 7LWOH ,, Rl 5GHIXODWLRQ (8 PRGLILHG E\ 5GHIXODWLRQ
(8 H[SRVXUH UHIHUV WR DOO DVVHW LWHPV DQG PHPRUDQGXP DFFRXQWV WKDW

LQFRUSRUDWH FUHGLW ULVN DQG WKDW KDYH QRW EHHQ GHGXFWHG IURP VKDUHKROGHUV HTXLW\
7KHUHIRUH LW LQFOXGHV HQWULHV IRU ORDQV DQG DGYDQFHV GHEW VHFXULWLHV FDSLWDO LQVWUXPHQWYV
GHULYDWLYHV FDVK DQG GHSRVLWV ZLWK FHQWUDO EDQNV DQG RWKHU GHPDQG GHSRVLWV JXDUDQWHHV
DQG FRQWLQJHQW REOLJDWLRQV
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,QIRUPDWLRQ RQ H[SRVXUH WR FUHGLW ULVN

ODWXULW\ RI HI[SRVXUHV
7KLY VHFWLRQ SUHVHQWY WKH EUHDNGRZQ RI ORDQV DQG GHEW VHFXULWLHV E\ UHVLGXDO PDWXULW\ DV UHIHUUHG WR
ODWXULW\ RI H[SRVXUHV &5 $

D E F G H I
9DOXH RI QHW H[SRVXUH
2Q GHPDQG \HDU ! \HDU \HDUV ! \HDUV 1R VHW PDWXULW\ 7RWDO
/RDQV DQG DGYDQFHV
"HEW VHFXULWLHYV é

7TRWDO

JLIXUHV LQ WKRXVDQGV RI |
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&UHGLW TXDOLW\ RI

FUHGLW ULVN H[SRVXUHYV

7KLV VHFWLRQ SURYLGHV LQIRUPDWLRQ RQ FUHGLW ULVN H[SRVXUHV DFFRUGLQJ WR $UWLFOH VHFWLRQV F H DQG I
SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHVY DQG UHODWHG SURYLVLRQV &5
D E F G H I J K L M N o P Q R
“URVV FDUU\LQJ DPRXQW QRPLQDO DPRXGWFXPXODWHG LPSDLUPHQW DQG SURYLVLRQV DQG QHIDWLYH IDLU ujax%%r%\gauﬂ%%mgﬁwf&%(m
3HUIRUPLQJ H[SRVXUHV 1RQ SHUIRUPLQJ H[sR'/XU%'WUL"DRSUE';LLUQPJH'B[VSVRS/S(L;HS\{JR?f%é@rﬂwlé%é HS[SRR¥E(\yLHRV§fDﬂa§\£é[?6DM®MG IDLYo orO
H DGMXVWPHQWYV GXH WR IRUH/GIS\MLH%LQHU|RUPLQJ
H[SRVXUHN[SRVXUHV
21 ZKLFK 21 ZKLFK 21 ZKLFK 21 ZKLF 21 ZKLFK 21 ZKLFK 21 ZKLFK 21 ZKLFK
6WDJH  6WDJH 6WDJH  6WDJH 6WDJH  6WDJH 6WDJH  6WDJH
R P e N S S S S S S S S .
/RDQV DQG DGYDQFHV ¢

&HQWUDO EDQNV

[N

3XEOLF DGPLQLVWUDWLRQV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRUSRUDWLRQV

1RQ ILQDQFLDO FRUSRUDWLRQV

21 ZKLFK 60(V

+RXVHKROGV

'HEW VHFXULWLHV

&HQWUDO EDQNV

3XEOLF DGPLQLVWUDWLRQV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRUSRUDWLRQV

1RQ ILQDQFLDO FRUSRUDWLRQV

21l EDODQFH VKHHW H[SRVXUHV

&HQWUDO EDQNV

é

3XEOLF DGPLQLVWUDWLRQV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRPSDQLHV

1RQ ILQDQFLDO FRUSRUDWLRQV

+RXVHKROGV

7TRWDO

JLIXUHV LQ WKRXVDQGV RI H

3LIOODU

'LVFORVXUHV 5HSRUW



'"HWDLOV DUH SURYLGHG EHORZ RI WKH FUHGLW TXDOLW\ RI IRUERUQH H[SRVXUHV DW '"HFHPEHU
&UHGLW TXDOLW\ RI IRUERUQH H[SRVXUHV &4

D E F G H J K

|
. FFXP P W DQG SUSRRQUDRGW DQ® Q& JDWDRYALDO IJXDUDQ!
URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW R HB)E%%(\%%%(#[§§I&¥Q\QQHQWV GXH WR FUHRBWERUDWNH[SRVXUHV

JRUERUQH QRQ SHUIRUPLQJ H[SRVXUHYV &ROODWHUDO DQG ILQ
JRUERUQH SHUIRUPLQJ 2Q IRUERUQH SHUIRUPMQQRUERUQH QRQ JXDUDQWHHY UHFHLYH
H[SRVXUHV 21 ZKLFK LQI ZKLFK ZLWK H[SRVXUHSHUIRUPLQJ H[SRVXUHV IRUERUQH QRQ SHUIRUP
GHIDXOW LPSDLUPHQW H[SRVXUHV
&DVK EDODQFHV DW FHQWUDO EDQNV DQG ®WKHU é
GHPDQG GHSRVLWV
/RDQV DQG DGYDQFHV
&HQWUDO EDQNV é é é é é
*HQHUDO JRYHUQPHQWYV 6 é 6 6 6
&UHGLW LQVWLWXWLRQV é é é é é
2WKHU ILQDQFLDO FRUSRUDWLRQV é
1RQ ILQDQFLDO FRUSRUDWLRQV
+RXVHKROGV
'"HEW VHFXULWLHV é é é é é é
/RDQ FRPPLWPHQWYVY JLYHQ é 6 & 6 6

7TRWDO

JLIXUHV LQ WKRXVDQG
HXURYV

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



7KH IROORZLQJ FKDUW SURYLGHV LQIRUPDWLRQ RQ WKH FUHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXU
&UHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV E\ PDWXULW\ GD\V &4

D

E

F

G

H

J

K

L

M

*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW

([SRVXUHV ZLWKRXW GHID

XOoOwWYV

1RW SDV
RU SDVW
GD\V

S®XAV G XH
GGIDH\ V G

D\V

1RQ SHUIRUPLQJ H[SRVXUHV

8QOLNH

SD\ QRW,

GXH RU
GXH
GD\V

8 DWRW G
S DG/DM V
5DV@D\V

BDVW G
GD\V
\HDU

BDVW GX

\HDU
\HDUV

BDVW GX

\HDU
\HDUV

BDVW GHYBDVW GXYHI ZKLFK
\HDU \HDUV ZLWK GHIDXOW

\HDUV

&DVK EDODQFHYVY DW FHQWUDO EDQNV DQG RWKHU

GHPDQG GHSRVLWV

/RDQV DQG DGYDQFHV

&HQWUDO EDQNYV

*HQHUDO JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRPSDQLHV

1RQ ILQDQFLDO FRUSRUDWLRQV

21 ZKLFK 60(

+RXVHKROGV

'"HEW VHFXULWLHV

&HQWUDO EDQNYV

*HQHUDO JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRUSRUDWLRQV

1RQ ILQDQFLDO FRUSRUDWLRQV

o lo oo | o | 0

ool oo | o | D

D DD D D | D

D | D) D D | D | D

oo oo | o | D

O | D | D | D | D | D

D DD D D | D

D | D] D D | D | D

oo oo | o | D
ool || o

21l EDODQFH VKHHW H[SRVXUHYV

&HQWUDO EDQNYV

*HQHUDO JRYHUQPHQWYV

o | o

o | @

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRUSRUDWLRQV

1RQ ILQDQFLDO FRUSRUDWLRQV

+RXVHKROGV

7RWDO

3LIOODU

JLIXUHV LQ WKRXVDQGV RI H

'LVFORVXUHV 5HSRUW



7KH IROORZLQJ WDEOH VKRZV LQIRUPDWLRQ RQ WKH FUHGLW TXDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ FRXQWU\ DV R
4XDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ JHRJUDSKLFDO ORFDWLRQ &4

D E F G DQG [ J
YURVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW 211 EDODQFH |VKHFHFWPXODWHG QHJDWLYH
21 ZKLFK _QRQ SHUIRUPUQI| 7 pk vxe bR DWHG (PspRH RO R Y RS U i DLV TR U OR
21 ZKLFK zZLWHK GHIDRERLUPHQ JXDUDQWHHV| JBHHQRUPLQJ H[SRVXUHV
2Q EDODQFH VKHHW H[SRVXUHV é
6SDLQ é
3RUWXJDO é
,UHODQG é
2WKHU FRXQWULHYV é
21l EDODQFH VKHHW H[SRVXUHV
6SDLQ
3RUWXJDO
,UHODQG 2
2WKHU FRXQWULHYV
7RWD O é
JLIXUHV LQ WKRXVDQGV RI HX!
&ROXPQV E DQG G KDYH QRW EHHQ FRPSOHWHG EHFDXVH WKH\ DUH QRW DSSOLFDEOH XQGHU DUWLFOH RI 5HIXODWLRQ

(8

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



%HORZ LV D WDEOH GHWDLOLQJ WKH FUHGLW TXDOLW\ RI ORDQ DQG DGYDQFH H[SRVXUHV WR QRQ ILOQDQFLDO FRUSRUDW
&UHGLW TXDOLW\ RI ORDQV DQG DGYDQFHV WR QRQ ILQDQFLDO FRUSRUDWLRQV E\ VHFWRU RI DFWLYLW\ &4

D E F G H |

*URVV FDUUILQJ DPRXQW $FFXPXODWHG QHJDWL)

21 ZKLFK QRQ SHUIRUPLQJ 21 ZKLFK ORD FD>8:‘GXODWHG Lﬁ:mqﬁlgﬂl IWgwlall:eNY::)ROUXg

DGYDQFHV VXEMHFW WR SHUIRUPLQJ H[SRVXUHV

21 ZKLFK ZLWK GHIDbM®WLUPHQW

$IJULFXOWXUH OLYHVWRFN UDLVLQJ IRUHVWU\ DQG ILVKLQJ é
OLQLQJ DQG TXDUU\LQJ é
ODQXIDFWXULQJ é
6XSSO\ Rl HOHFWULFLW\ JDV VWHDP DQG DLU FRQGLWLRQLQJ é
:DWHU VXSSO\ é
&RQVWUXFWLRQ é
:KROHVDOH DQG UHWDLO WUDGH é
7UDQVSRUW DQG VWRUDJH é
$FFRPPRGDWLRQ DQG IRRG VHUYLFH DFWLYLWLHYV é
,QIRUPDWLRQ DQG FRPPXQLFDWLRQ é
5HDO HVWDWH DFWLYLWLHV é é é é
JLQDQFLDO DQG LQVXUDQFH DFWLYLWLHYV é
3URIHVVLRQDO VFLHQWLILF DQG WHFKQLFDO DFWLYLWLHV é
$GPLQLVWUDWLYH DFWLYLWLHY DQG DQFLOODU\ VHUYLFHV é
3XEOLF DGPLQLVWUDWLRQ DQG GHIHQFH FRPSXOVRU\ VRFLDO VHFXULW\ é é
(GXFDWLRQ é
+HDOWK DQG VRFLDO VHUYLFH DFWLYLWLHV é
$UWLVWLF UHFUHDWLRQDO DQG OHLVXUH DFWLYLWLHV é
2WKHU VHUYLFHV é
7TRWDO é

JLIXUHV LQ WKRXVDQGV RI F

&ROXPQV E DQG G KDYH QRW EHHQ FRPSOHWHG EHFDXVH WKH\ DUH QRW DSSOLFDEOH XQGHU DUWLFOH RlI 5SHIXODWLRQ (8

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



J)LQDOO\ WKLV VHFWLRQ JLYHVY GHWDLOV RI WKH FROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ DQG H[HFXWLRQ SUR
&ROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ DQG H[HFXWLRQ SURFHVVHV &4

D E
&ROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ
9DOXH DW LQLWLDO UHFRIJQLWLR®@FFXPXODWHG QHJDWLYH FKDQJHV

3URSHUW\ SODQW DQG HTXLSPHQW

2WKHU GLIIHUHQFHV RI LWHPV FODVVLILHG DV SURSHUW\ SODQW DQG HTXLSPHQW
b SHVYLGHQWLDO UHDO HVWDWH

b &RPPHUFLDO UHDO HVWDWH

b ORYHDEOH SURSHUW\ YHKLFOHV VKLSV HWF

b '"HEW DQG HTXLW\ LQVWUXPHQWYV
b
7

2WKHU
RWDO

JLIXUHV LQ WKRXVDQGV R

7KH GLIITHUHQFH EHWZHHQ WKH YDOXH RI DVVHWYVY DW LQLWLDO UHFRJQLWLRQ DQG WKH DFFXPXODWHG QHJDWLYH FKDQJ

,QIRUPDWLRQ RQ FRXQWHUSDUW\ FUHGLW ULVN

&KDSWHU RI 5HJXODWLRQ (8 1R Rl WKH (XURSHDQ 73HJ ®DRPHREWMBIG & LW KHR& REFFQWHDSYDUW\ ULVN PDQDJHPHQ
DPHQGHG E\ 5HJXODWLRQ (8 1R &55 GHVFULEHV FRMNBXWHWS\DZLWAKFWKE LW RXS/N EXWERHVY REMHFWLYHYV

ULVN D FRXQWHUSDUW\ WR D WUDQVDFWLRQ FRXOG GHIDXQW, EHIRU }\)-LI oV S\AW-«) 0

WUDQVDFWLRQIV FDVK IORZV 7KH W\SHV Rl WUDQVDFWLRQ )f:% @Q v ﬂ@ﬁeﬁz R é/ E%@W 7WV L\vaLlJ(Hv(\?
VHWWOHPHQW WUDQVDFWLRQV LQ ZKLFK D FRXQWHUSDUW\ Q(Lﬂ \ V\l}fv Hauf S
GDWH DQG PDUJLQ OHQGLQJ WUDQVDFWLRQV LQ ZKLFK D b } $ %{bg QX}/E ;% i SDQUW\ A
WKH SXUFKDVH VDOH WUDQVIHU RU WUDGLQJ RI VHEXU QRN X 0 aBREY! 3’5’

ZHG E\
VHFXULWLHVY OHQGLQJ WUDQVDFWLRQV WUDOVDFWLRO LV VHWWOHG

7KH OLPLWV ZLWK HDFK FRXQWHUSDUW\ LQFOXGLQJ FOHDULQI KRXVHV HOHVW Eé)L\y H 5LV LY %R L LrD o
DIWHU DQDO\VLQJ WKH FRXQWHUSDUW\ V WUDQVDFWLRQV D gllp(?— FROR L §/ j,\% %E \g
DUH VXEPLWWHG IRU DSSURYDO WR WKH DSSURSULDWH ER\}S e \6 H LQQZ'E)VX";H';R
OLPLWV DUH VHW EDVHG RQ WKH WHUP RI WKH RSHUDWLR VLR st SR HG \)M B i
IXDUDQWHH FRQWUDFWV VLIQHG EHWZHHQ WKH FRXQWHUSQUIWLTHR Wik /E' [{_:) LQY JQW HOHOW. SDUDPHWHUY RU

7KH FRQWURO RI WKHVH OLPLWV LV SHUIRUPHG E\ WKH /D U JW UTRQNSIRAWVDIVRHD Wo IVQX IE IMGHIF B/L WAR | X} F W LFRRQ WHKDFWY DQG WKH

LV LQGHSHQGHQW RI WKH EXVLQHVV XQLWV 7KH VDPH RS HRIMW WRUMNG RO@D W IRDIIPO X ENDG LEA 2QFBIVWKH IDPRXQW RI WKH |
XVHG IRU WKLV FRQWURO 7KH XVH Rl WUDQVDFWLRQV VXE NIDOWX0OR WHG FRKH WRIQS DWW U DO FAMAD QG PRID WKKIHGHPDQG |
LQ WHUPV RI WKH PDUN WR PDUNHW OWO YDOXDWLRQ SOXYDW KWK I$ R\g WOIW DO W HVYW DERGLEKBG LIQY WRHPERQWUDFW XV X
SRVVLEOH ULVN PLWLJDWLQJ IDFWRUV QHWWLQJ DUUDQJHFBQWXO IFFR DR® \RHWKMH YDKHX BRQRRPSMM RHRI WHHI FRXQWHU

OLPLWV RI WKH FOHDULQJ KRXVHV JLYHQ WKH MRLQW JXZHHNDONMHR RM KB CO® LPNHHPWE UV NV AD FR QUIHBWXKWEG DUHDV IRU VX
HI[FOXVLYHO\ WKH 0WO

JLIOODU  'LVFORVXUHV 5HSRUW



7KH LQVWLWXWLRQ V H[WHUQDO UDWLQJ LV FORVHO\ OLQNHG WR WKH OHYHO RI FROODWHUDO WKDW LW PXVW
FRQWULEXWH LQ WUDQVDFWLRQV VXEMHFW WR &6% 0$)7 DJUHHPHQWYV $ GRZQJUDGH RI DQ LQVWLWXWLRQ V
FUHGLW TXDOLW\ EHORZ D FHUWDLQ OHYHO ZRXOG LQYROYH LI VHWWOHPHQW RI WKH WUDQVDFWLRQ HQWDLOYV
SURYLGLQJ JXDUDQWHHV FRQWULEXWLQJ D ODUJHU DPRXQW ,Q WKH SDUWLFXODU FDVH RI WKH %DQNLQWHU
*URXS D GRZQJUDGH RI LWV H[WHUQDO UDWLQJ EHORZ WKH LQYHVWPHQW JUDGH ZRXOG LQYROYH

SURYLGLQJ DQ DGGLWLRQDO PLOOLRQ HXURV IRU WKH DFWLYH &6% FRQWUDFWYV DW 'HFHPEHU

7KH *URXS LV QRW LQYROYHG LQ DFWLYLWLHYV LQYROYLQJ WKH QHWWLQJ RI DVVHWY DQG OLDELOLWLHV +RZHYHU
LW LV LQYROYHG LQ DFWLYLWLHV WKDW UHTXLUH WKH SRVWLQJ RI UHFLSURFDO FROODWHUDO ZLWK FRXQWHUSDUWLHV
FDOFXODWHG RQ D QHW ULVN EDVLV

7KH SURGXFWV VXEMHFW WR FROODWHUDOLVDWLRQV DUH PDLQO\ WKH GHULYDWLYHV XQGHU &6%$V &UHGLW
6XSSRUW $QQH[ VLIJQHG DQG UHSXUFKDVH DQG UHYHUVH UHSXUFKDVH DJUHHPHQWY XQGHU *05%V

*OREDO ODVWHU 5HSXUFKDVH $JUHHPHQW RU *06/$V *OREDO ODVWHU 6HFXULWLHV /HQGLQJ

$IJUHHPHQW

,Q DGGLWLRQ JXDUDQWHHYV IRU PLOOLRQ HXURV KDYH EHHQ GHSRVLWHG LQ FOHDULQJ KRXVHV

'"HULYDWLYHV PD\ KDYH ZURQJ ZzD\ DGYHUVH HIIHFWV EHWZHHQ WKH JXDUDQWHH DQG WKH JXDUDQWRU
EXW WKHUH LV QR ULVN DW \HDU HQG ZKHQ WKH HQWLUHW\ RI WKH FROODWHUDO LV UHFHLYHG LQ FDVK

,Q DFFRUGDQFH ZLWK WKH FRQGLWLRQV VHW RXW LQ &KDSWHU &RXQWHUSDUW\ 5LVN RI 7LWOH ,, RI
5HIXODWLRQ IRU WKH XVH Rl WKH GLIITHUHQW DSSURDFKHV IRU FDOFXODWLQJ WKH H[SRVXUH
YDOXH DQG FDSLWDO UHTXLUHPHQWY IRU FRXQWHUSDUW\ ULVN %DQNLQWHU XVHV WKH VWDQGDUGLVHG
DSSURDFK DV H[SODLQHG LQ 6HFWLRQ Rl &§KDSWHU RlI WKH &55

8QGHU WKLV PHWKRG FRXQWHUSDUW\ ULVN LV REWDLQHG E\ DGGLQJ WKH UHSODFHPHQW FRVW DQG WKH
SRWHQWLDO IXWXUH H[SRVXUH FDOFXODWHG LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WKLV VHFWLRQ DQG
PXOWLSO\LQJ WKLV VXP E\ DQ DOSKD IDFWRU RI

5HSODFHPHQW FRVW LV FDOFXODWHG IRU QHWWLQJ UDWHV ZLWKLQ D PDUJLQ DJUHHPHQW DQG LQFOXGHV
IDFWRUV VXFK DV FXUUHQW PDUNHW YDOXH DQG FROODWHUDO UHFHLYHG RU SRVWHG 7KH ODWWHU DUH XVHG WR
PLWLIJDWH ULVN

7KH SRWHQWLDO IXWXUH H[SRVXUH LV FDOFXODWHG E\ DSSO\LQJ D PXOWLSOLFDWLRQ IDFWRU WR DQ DGG RQ
ZKLFK LV FDOFXODWHG GLIITHUHQWO\ GHSHQGLQJ RQ WKH ULVN FDWHJRULHV Rl HDFK LQVWUXPHQW 7KHVH
FDWHJRULHY DUH LQWHUHVW UDWH ULVN IRUHLJQ H[FKDQJH ULVN FUHGLW ULVN HTXLW\ ULVN DQG
FRPPRGLW\ ULVN )RU 6)7V WKH ILQDQFLDO FROODWHUDO FRPSUHKHQVLYH DSSURDFK LV XVHG XVLQJ
YRODWLOLW\ DGMXVWPHQWY LQ DFFRUGDQFH ZLWK WKH VXSHUYLVRU\ DSSURDFK VHW RXW LQ WKH &55

7KH WRWDO QHW H[SRVXUH IRU FRXQWHUSDUW\ ULVN DPRXQWHG WR WKRXVDQGV RI HXURV DW
'HFHPEHU LQFOXGLQJ H[SRVXUH IURP UHSXUFKDVH DJUHHPHQWYV

JLIOODU  'LVFORVXUHV 5HSRUW



7KH GHWDLOV RI WKH H[SRVXUH DQG FRXQWHUSDUW\ ULVN ZHLJKWHG DVVHWYV RI 27& GHULYDWLYHY DV ZHOO DV UHSX

$QDO\VWLYV RI &&5 H[SRVXUH E\ DSSURDFK &&5

D E F G H | J K

(ISRVXUH YD
$0OSKD XVHG WREHIRU (IS”VxUH YDOXH

5HSODFHPaﬁ\)’(\/v‘-\:(}%x@lﬁHPWL\Fw)OFXODWBS/SSIOHLFDW h%'ﬂ#lfff&b%@@&%HL$VPNR>Z<SQNJEV'VHG
Qw FRvW SR (30 UHIXOoDWRURUHGLW UL H BN O ox¥ R
H[SRVXUH YDORHWLIDWLR G W IP LR
WHFKQLTXH

(8 (8 € 2ULJLQDO ULVN PHWKRG IRU GHULYDWLYHYV
(8 (8 € 6LPSOLILHG VWDQGDUGLVHG DSSURDFK IRU FRXQWHUSDUW\ ULVN IRU GHULYDWLYHV
6WDQGDUGLVHG DSSURDFK IRU FRXQWHUSDUW\ ULVN IRU GHULYDWLYHYV
00, IRU GHULYDWLYHVY DQG VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV
D 21 ZKLFK QHWWLQJ VHWV RI VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV""
21 ZKLFK VHWV RI GHULYDWLYHV WUDQVDFWLRQV DQG QHWWLQJ WUDQVDFWLRQV ZLWK GHIHUUHG VHWWOHPHQW
2l ZKLFK ITURP QHWWLQJ VHWV RI QHWWLQJ WUDQVDFWLRQV ZLWK FRQWUDFWXDO QHWWLQJ DFURVV SURGXFWV

6LPSOH PHWKRG IRU FROODWHUDO RI D ILQDQFLDO QDWXUH IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV

&RPSUHKHQVLYH PHWKRG IRU ILQDQFLDO FROODWHUDO IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV

9D5 IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV
7TRWDO

JLIXUHV LQ WKRXVDQGV RI |

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



6WDQGDUGLVHG DSSURDFK &RXQWHUSDUW\ ULVN H[SRVXUHV E\ UHJXODWRU\ H[SRVXUH FDWHJRULHY DQG ULVN ZHLJKW

D E F G H | J K L M N O
5LVN ZHLIJKWLQJ

([SRVXUH FDWHJRU\ 7RWDO H[SRVXUH

2WKHU e H
&HQWUDO JRYHUQPHQWY RU FHQWUDO EDQNV
5HJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHV
3XEOLF VHFWRU HQWLWLHV
0OXOWLODWHUDO GHYHORSPHQW EDQNYV
,QWHUQDWLRQDO RUJDQLVDWLRQV
L QVWLWXWLRQV é é é é é é é
&RUSRUDWHYV
5HWDLO H[SRVXUHV é é

(QWLWLHY DQG FRPSDQLHV ZLWK VKRUW WHUP FUHGLW UDWLQJ

2WKHU LWHPV
7RWDO H[SRVXUH YDOXH é é é é é é
JLIXUHV LQ WKRXVDQGV RI

,Q WKH WDEOH DERYH URZV ZLWK QR LQIRUPDWLRQ KDYH EHHQ RPLWWHG
'RHV QRW LQFOXGH WKH FRQWULEXWLRQ WR WKH JXDUDQWHH IXQG IRU QRQ SD\PHQWYV

7KH EUHDNGRZQ EHORZ LQFOXGHV FROODWHUDO HPSOR\HG LQ WUDQVDFWLRQV ZLWK GHULYDWLYHYVY DW WKH FORVH RI
RYHU WKH \HDU

&RPSRVLWLRQ RI FROODWHUDO IRU FRXQWHUSDUW\ ULVN H[SRVXUHV &&5

D E F G H | J K
&ROODWHUDO SOHGJHG LQ GHULYDWLYHV WUDQVDFWLRQODWHUDO SOHGJHG LQ VHFXULWLHV ILQDQFLQJ
)DLU YDOXH RI FROODWHUDQDUMF¥HD®MB RI FROODWHUD QD$OH@IG)CH RI FROODWHUDQDUMWFHD®MB RI FROODWHUDO S
6HJUHJDWHGIRW VHJUHJDWHEBJUHJDWHG1IRW VHJUHJDWBEBJUHJDWHGIRW VHJUHJDWHEBJUHIJDWHG1IRW VHIJUHJDWHG

7\SH RI FROODWHUDO

&DVK GRPHVWLF FXUUHQF\
&DVK RWKHU FXUUHQFLHV
'RPHVWLF VRYHUHLJQ GHEW
2WKHU VRYHUHLJQ GHEW
'"HEW RI SXEOLF ERGLHV
&RUSRUDWH ERQGV

(TXLW\ LQVWUXPHQWYV
2WKHU FROODWHUDO
7TRWDO

JLIXUHV LQ WKRXVDQGV R

,Q WUDQVDFWLRQV VHWWOHG WKURXJK FOHDULQJ KRXVHV ULVN ZHLJKWHG DVVHWYV GURSSHG WR WKRXVDQGV RI H:
WKH GHIDXOW JXDUDQWHH IXQG

%DONLOQILOODU 'LVFORVXUHV 5HSRUW




(ISRVXUHV WR &&3 &&5

D E

?_IPRXQW RI ULVN

{8 RLL YDO%HLJKWHG H[SRVXUH

([SRVXUHV WR TXDOLI\LQJ &&3V 4&&3 WRWDO

7UDQVDFWLRQ H[SRVXUHV WR 4&&3 H[FOXGLQJ LQLWLDO PDUJLQ DQG GHIDXOW IXQG FRQWULEXWLRQV RI ZKLFK

L 27& GHULYDWLYHV

LL 'HULYDWLYHVY WUDGHG RQ RUJDQLVHG PDUNHWYV

LLL 6HFXULWLHY ILQDQFLQJ WUDQVDFWLRQV é é
LY IHWWDEOH WUDQVDFWLRQ VHWV IRU ZKLFK FURVV SURGXFW QHWWLQJ KDV EHHQ DSSURYHG

6HJUHJDWHG LQLWLDO PDUJLQ

1RQ VHJUHJDWHG LQLWLDO PDUJLQ

3UH IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG

1RQ IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG

([SRVXUHV WR XQTXDOLI\LQJ &&3V WRWDO

7UDQVDFWLRQ H[SRVXUHV WR XQTXDOLI\LQJ &&3 H[FOXGLQJ LQLWLDO PDUJLQ DQG GHIDXOW IXQG FRQWULEXWLRQV RI ZKLFK
L 27& GHULYDWLYHV

LL 'HULYDWLYHV WUDGHG RQ RUJDQLVHG PDUNHWYV

LLL 6HFXULWLHY ILQDQFLQJ WUDQVDFWLRQV

LY IHWWDEOH WUDQVDFWLRQ VHWV IRU ZKLFK FURVYVY SURGXFW QHWWLQJ KDV EHHQ DSSURYHG

6HJUHJDWHG LQLWLDO PDUJLQ

1RQ VHJUHJDWHG LQLWLDO PDUJLQ

3UH IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG

1RQ IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG

JLIXUHV LQ WKRXVDQGV R

$00 H[SRVXUHV WR FHQWUDO FRXQWHUSDUW\ FOHDULQJKRXVHV FRUUHVSRQG WR 4&&3V ZKLFK KDYH DOVR IROORZHG W
RI 27& GHULYDWLYHV WKURXJK WKHVH FOHDULQJKRXVHV

/IDVWO\ WKH ,QVWLWXWLRQ KDV QR H[SRVXUH LQ FUHGLW GHULYDWLYHYVY DW \HDU HQG

&9% FDSLWDO FKDUJH

$FFRUGLQJ WR 7LWOH ,9 RI WKH &55 FUHGLW YDOXDWLRQ DGMXVWPHQWY &9% DUH DGMXVWPHQWYV RI
YDOXDWLRQV RI WKH SRUWIROLR RI WUDQVDFWLRQV ZLWK D FRXQWHUSDUW\ WR DYHUDJH PDUNHW SULFHV WKDW
UHIOHFW WKH FXUUHQW PDUNHW YDOXH RI WKH FRXQWHUSDUW\ V FUHGLW ULVN IRU WKH (QWLW\

7KH FUHGLW YDOXDWLRQ DGMXVWPHQW &9% LV WKH GLIIHUHQFH EHWZHHQ WKH ULVN IUHH YDOXDWLRQ DQG
WKH UHDO YDOXDWLRQ RI WKH SRUWIROLR LQFOXGLQJ FRXQWHUSDUW\ FUHGLW ULVN 7KXV WKH &9% FDSLWDO
FKDUJH DLPV WR FRYHU ORVVHV FDXVHG E\ FKDQJHV LQ WKH PDUNHW YDOXH RI WKH SRUWIROLR GXH WR

&9% YDULDWLRQV

%DQNLQWHU XVHV WKH VWDQGDUGLVHG DSSURDFK HVWDEOLVKHG LQ WKH &55 WR FDOFXODWH LWV &9%
VKDUHKROGHUV HTXLW\ UHTXLUHPHQWY 7KH DPRXQWV UHODWLQJ WR FUHGLW ULVN DGMXVWPHQWYV IRU 27&
GHULYDWLYH LQVWUXPHQWY DW '"HFHPEHU DUH VKRZQ EHORZ
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7UDQVDFWLRQV VXEMHFW WR VKDUHKROGHUYV HTXLW\ UHTXLUHPHOWVUIRUV&9K WLV HY &b

D E 7KH ((WHUQDO &UHGLW $VVHVVPHQW ,QVWLWXWLRQV (&$, D
$SPRXQW Rl ULVN ZHLJKWLQJV DSSOLFDEOH WR LWV H[SRVXUHV DUH 6WD
(ISRVXUH ULVN '%56 5DWLQJV
OXHZHLJKWHG
H[SRVXUH ,Q FDVHV ZKHUH D FRXQWHUSDUW\ RU RSHUDWLRQ KDV UL
7RWDO WUDQVDFWLRQV VXEMHFW WR WKH DGYDQFHG PHWKRG %DQNLQWHU IROORZV WKH SURFHGXUH ODLG GRZQ LQ $SUWL
L 9D5 FRPSRQHQW LQFOXGLQJ WKH [ PXOWLSOLHU WKH IROORZLQJ
LL 69D5 FRPSRQHQW LQFOXGLQJ WKH [ PXOWLSOLHU :KHQ WKHUH DUH WZR GLIIHUHQW FUHGLW DVVHVVPHQ\
7UDQVDFWLRQV VXEMHFW WR WKH VWDQGDUGLVHG DSSURDFK DSSOLHG
7UDQVDFWLRQV VXEMHFW WR WKH DOWHUQDWLYH DSSURDFK EDVHG
(8 RO Tr o TN BEEURE K B@?MWWU ZKHQ WKHUH DUH PRUH WKDQ WZR FUHGLW
7RWDO WUDQVDFWLRQV VXEMHFW WR VKDUHKROGHUYV HTXLW\ UHTXL 5JKWLQJV VKDOO EH XVHG I WKH WZR ZHLIJKWLQJV
e egs LIV LRI EH DSSOLHG

JLIXUHV LQ WKRXVDQGV RIHKUWRVH[SRVXUHV IRU ZKLFK WKH UDWLQJV RI GLITHUHQW DJHC

,QIRUPDWLRQ RQ WKH VWDQGDUGLVHG DSSURDFK DQG FHQWUDO EDQNV 3XEOLF VHFWRU LQVWLWXWLRQV )

ERQGV 7KH IROORZLQJ WDEOH SUHVHQWV WKH FRUUHVSR

$V HVWDEOLVKHG LQ &KDSWHU RI 7LWOH ,, RI 5SHIXODWLRQLIIHUHQW FUVPRGILW. B VEAVYHPIHOD WQRY LWXWLRQV DQG WKH

(

8

WKH FDOFXODWLRQ RI FDSLWDO UHTXLUHPHQWY IRU FUHGLW ULVN XVLQJ WKH VWDQGDUGLVHG

DSSURDFK LV EDVHG RQ WKH H[SRVXUH V DVVLJQHG FDWHJRU\ DQG RQ LWV FUHGLW TXDOLW\ 7KH FUHGLW
TXDOLW\ ZLOO EH GHWHUPLQHG E\ UHIHUHQFH WR H[WHUQDO UDWLQJV WKDW H[WHUQDO FUHGLW DVVHVVPHQW
LOQVWLWXWLRQV (&%, JLYH WR REOLJRUV RU WUDQVDFWLRQV

&HQWUDO
JRYHUQPHQWYV
&UHGLW TXDOLW\ DQG FHOQWBREOLF VHEWRWLWXW ,QVWLWXW ! 8QUDWHG
OHYHO 6 3 ORRG\ V YLWFK "% 56 EDQNV HQWLWLHV PRQWKYV PRQWKYV LQVWLWXWLRERWSRUDWHYV
$$$ WR $$ $DD WR $DD$$S WR $$ $$$ WR $8/
$ WR $ $ WR $ $ WR $ $+ WR $/

%%% WR %%BD WR %DB%% WR %%% %+ WR % %%/

%% WR %% %D WR %D %% WR %% %%+ WR %%/

% WR % % WR % % WR % %+ WR %/

% % % &&&+
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$W SUHVHQW QR SURFHVV H[LVWV LQ WKH ,QVWLWXWLRQV WR DVVLJQ FUHGLW UDWLQJV RI SXEOLF VHFXULWLHV
LVVXHV WR FRPSDUDEOH DVVHWY QRW LQFOXGHG LQ WKH WUDGLQJ ERRN

$V VHW IRUWK LQ FKDSWHU RI' 7LWOH ,, RI WKH 5HIXODWLRQ LQVWLWXWLRQV PD\ UHFRJQLVH LQ WKHLU
FDOFXODWLRQ RI FDSLWDO UHTXLUHPHQWYV IRU FUHGLW ULVN WKH PLWLJDWLRQ RI ULVN E\ FROODWHUDO SHUVRQDO
JXDUDQWHHY DQG QHWWLQJ DJUHHPHQWY DVVRFLDWHG ZLWK RSHUDWLRQV WKDW PHHW WKH FULWHULD DQG
UHTXLUHPHQWY VSHFLILHG LQ WKH UHJXODWLRQ

'"HSHQGLQJ RQ WKH W\SH RI JXDUDQWHH XVHG WKH PLWLJDWLRQ RI WKH FUHGLW ULVN FDQ EH UHIOHFWHG LQ
WKH H[SRVXUH YDOXH RU LQ WKH ULVN ZHLJKW DSSOLHG

7KH IROORZLQJ WDEOH SUHVHQWYV WKH DPRXQWYV IRU QHW H[SRVXUH DPRXQWYV EHIRUH DQG DIWHU WKH
DSSOLFDWLRQ RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV EURNHQ GRZQ E\ ULVN FDWHJRU\ DQG
ZHLIJKWLQJV DQG H[FOXGLQJ VHFXULWLVDWLRQ SRVLWLRQV DQG H[SRVXUH WR FRXQWHUSDUW\ FUHGLW ULVN
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6WDQGDUGLVHG DSSURDFK FUHGLW ULVN H[SRVXUH DQG FUHGLW ULVN PLWLIJDWLRQ &50 HIIHFWV &5
(ISRVXUHV SULRU WR WKH DSSOLFDSR\RQQURVAR@HUUWKRQDSSOLFDWLRQ RI FRQYHUVLRQ
IDFWRUV DQG FUHGLW ULVN PLWUDFWIRRIY DQG FUHGLW ULVN PLWLJIDWISRDQG 5:$ GHQVLW\
(ISRVXUH FDWHJRU\ 2Q EE'ODQFH VKHHWEDODQFH VKHHWEDODQFH VKHHWEDODQFH VKHHW 5% 5.5 GHQVLW\
[SRVXUHV H[SRVXUHV H[SRVXUHV H[SRVXUHV
D E F G H I
&HQWUDO JRYHUQPHQW é
5HIJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHV
3XEOLF VHFWRU HQWLWLHV
OXOWLODWHUDO GHYHORSPHQW EDQNV é é é
 QWHUQDWLRQDO RUJDQLVDWLRQV é é é é
JLQDQFLDO LQVWLWXWLRQV
&RUSRUDWHYV
5HWDLO
6HFXUHG E\ PRUWJDJHV RQ UHDO HVWDWH
.Q GHIDXOW
,WHPV DVVRFLDWHG ZLWK SDUWLFXODUO\ KLJK ULVNV
&RYHUHG ERQGV é é é é é
. QVWLWXWLRQV DQG FRPSDQLHV ZLWK D VKRUW WHUP FUH&LW DVVHVVPHQ& é é é
. QYHVWPHQWYVY RU VKDUHV LQ FROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV &,8V é é é
(TXLW\ é é
2WKHU H[SRVXUHV é é

7TRWDO

JLIXUHV LQ WKRXVDQGV RI H

,QFOXGHV UHTXLUHPHQWY IRU KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH DUH VLJQLILFDQW LQYHVWPHQWYV EHORZ WKH

WKUHVKROG

WKRXVDQGV RI HXU

7KH LQFUHDVH LQ ULVN ZHLJKWHG DVVHWY GXULQJ WKH \HDU LV PDLQO\ GXH WR WKH JURZWK RI WKH FUHGLW

EXVLQHVV ZKLFK LQFUHDVH H[SRVXUH WR WKH UHJXODWRU\ FDWHJRULHYV

%UHDNGRZQ RI

HISRVXUH YDOXHV E\ ULVN ZHLJKWYV

7KH IROORZLQJ WDEOH SUHVHQWY H[SRVXUH DIWHU DSSOLFDWLRQ RI FRQYHUVLRQ IDFWRUVY DQG DSSOLFDWLRQ

EURNHQ GRZQ E\

RI FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV ULVN ZHLJKWLQJV DQG H[FOXGLQJ
VHFXULWLVDWLRQ SRVLWLRQV DQG H[SRVXUH WR FRXQWHUSDUW\ FUHGLW ULVN

3LIOODU
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6WDQGDUGLVHG DSSURDFK H[SRVXUHV E\ DVVHW FODVVHY DQG ULVN ZHLJKWYV &5
7KLY WDEOH VKRZV D EUHDNGRZQ RI H[SRVXUH E\ RULJLQDO ULVN ZHLJKWLQJV ZLWKRXW FRQVLGHULQJ WKH 60( UHGXFW

5LVN ZHLJKWLQJ 21 7K
([SRVXUH FDWHJRU\ 2WKHU 7RWRHQUDW
D E F G H I J K L M N o P Q R s T
WUDO JRYHUQPHQW DQG
RQV

UDWL
JRYHUQPHQWYV RU ORFDO
LHV

3XEOLF VHFWRU HQWLWLHV
OXOWLODWHUDO GHYHORSPHQW EDQNV

,QWHUQDWLRQDO RUJDQLVDWLRQV é é
JLODQFLDO LQVWLWXWLR@V

&RUSRUDWHYV

5HWDLO

6HFXUHG E\ PRUWJDJHV RQ UHDO
HVWDWH

,Q GHIDXOW

,WHPV DVVRFLDWHG ZLWK SDUWLFXODUO\
KLJK ULVNYV

&RYHUHG ERQGV é é

(TXLW\
2WKHU H[SRVXUHV
7RWDO

JLIXUHV LQ WKRXVDQGV RI H

,QFOXGHV UHTXLUHPHQWY IRU KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH DUH VLJQLILFDQW LQYHVWPHQWY DQG UHTXLUHPHQWY IRU GHIHUUHG WD[ DVVHWYV WKDYV
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,QIRUPDWLRQ RQ WKH ,5% DSSURDFK &RQVXPHU ORDQV
([FHSW IRU QRQ VLJQLILFDQW UHVLGXDO SRUWIROLRV IR
DXWKRULVDWLRQ IURP WKH 6XSHUYLVRU WR DSSO\ WKH VWD
EHLQJ DSSURYHG IRU VXFK SXUSRVHV

$V HVWDEOLVKHG LQ FKDSWHU RlI 7LWOH ,, RI WKH 5HIJXODWLRQ (8 UHJDUGLQJ WKH
FDOFXODWLRQ RI ULVN ZHLJKWHG H[SRVXUHV XQGHU WKH 7K@WKHQRWIOQWRBWLIFQRXXPVHEGERQSIWHDBESBRDFKGHO VWUDWHJ\
LOQVWLWXWLRQV XVH WKHLU RZQ ULVN SDUDPHWHUYV WKH IROORZLQJ H[SRVXUHYV

%DQNLQWHU *URXS XVHV LWV RZQ LQWHUQDO PRGHOV WR HVWL%% R :HF,EU F%& b %@5&9&%9%@?&
ERRN WKH SUREDELOLW\ RI GHIDXOW RI WKH RSHUDWLRQV LW J %H % Q ¥ VT Hr A
DQG WKH ORVV WKDW WKHVH RSHUDWLRQV ZRXOG JHQHUDWH 7K EF/% \é Va RYVDFFHSWLQJ DQG
PROQLWRULQJ FUHGLW RSHUDWLRQV EXW DOVR IRU RWKHU %DQN §H‘F¥ vw VXEK DV.HVWLP

RI RSHUDWLRQV RU FDOFXODWLQJ FUHGLW ULVN FDSLWDO UHTXLGHFBEW Y rURGETLW 'R E M Yokl Rizd'W e Sodd Wiexpawt

$XWKRULVDWLRQ E\ WKH 6XSHUYLVRU WR HPSOR\ WKH ,5% :D8/3XURD WK HD QD QRIW QWKHU VHURRPHS/ VIWKHH *OREDO 5LVN ODQDJH
LPSOHPHQWDWLRQ SODQ PRGHOV 7KHVH PRGHOV DUH VXEPLWWHG IRU DSSURYDO I

7KH *URXS PDRRWBORQNVDWLRQ IURP WKH 6XSHUYLVRU VLQF RG[' @%@%P\)E%’%Vg%@b%'g\’s%ﬁHLI%KHLSUHGQ%Tgw ;IHéhTﬁQE\H Wg
ZKHQ FDOFXODWLQJ WKH FDSLWDO UHTXLUHPHQWYV IRU FUH %\&, LYHOLW\ .0 DGGLWLRO WKRVH LOWHUQDO PRGHOV Z
%DQNLQWHU LV FXUUHQWO\ DXWKRULVHG WR HPSOR\ WKH ,B%SDB¥tRDEKWMKI W KHF KRMOLYRIZUOY NS RRRA R\W WA IEGH IRUH WKH

6SDLQ 7KH PRGHOV DUH PDLQWDLQHG DQG UHYLHZHG LQWHUQDOO\

5HVLGHQWLDO PRUWJDJHV IRU LOQGLYLGXDOV %DQNLQWHU *URXS V PRGHO SROLF\ %DFNWHVWLQJ LV DOV
3HUVRQDO ORDQV DQG FRQVXPHU ORDQV IRU LQGLYLGXBXVHZ

e SHUVRQDO ORDQV PDUNHWHG E\ %DQNLQWHU &RQVXPHYHLRPQHH & QPP XDV D PDVWHU UDWLQJIV VEDOH Rl OHY

6PDOO EXVLQHVVHV
OHGLXP VL]HG FRPSDQLHV UHFRPPHQGDWLRQV IRU SXEOLFDWLRQ VHW RXW LQ SDUW

9HU\ ODUJH FRPSDOLHY IRXQGDWLRQ ,5% DSSURDFK ZDV UHGXFHG WR WZHOYH OHYHOV SOXV WKH GHIDXOW OHYF

3XEOLF &RPSDQLHV &€ *RYHUQPHQW RZQHG )RXQGDWLR\%K, \{%)UI;'SSMRV\SII-'X DV IROORZV
6SHFLDOLVHG GHYHORSHU OHQGLQJ

/ILNHZLVH LW LV DXWKRULVHG WR XVH WKH ,5% PHWKRG LQ WKH UHVLGHQWLDO PRUWJDJH SRUWIROLR LQ
SRUWXJDO

7KH 6XSHUYLVRU KDV DSSURYHG WKH LQWHUQDO FDOFXODWLRQ RI B3UREDELOLW\ RI 'HIDXOW 3°' /IRVV
*LYHQ 'HIDXOW /* DQG &UHGLW &RQYHUVRBQWHKHYWHRSBRUBW)RSDRWOWPHWHUV

7KHVH SDUDPHWHUV DUH VSHFLILF IRU HDFK SRUWIROLR DQG DUH UHYLHZHG DQQXDOO\ LQ DFFRUGDQFH
ZLWK SUHYDLOLQJ UHJXODWLRQV

ORUHRYHU %DQNLQWHU KDV HVWDEOLVKHG D UROO RXW SODQ WKDW SURYLGHV IRU WKH SURJUHVVLYH
LQFRUSRUDWLRQ RI WKH ,5% PHWKRG LQ WKH FRPLQJ \HDUV LQ WKH FDWHJRULHV ZLWK DQ ([SRVXUH
&ODVV DFFRUGLQJ WR DUW RI WKH &55 WKDW DOUHDG\ XVHV WKLV DSSURDFK ZKHWKHU IXOO\ RU
sbuwLboOoO\ VXEMHFW WR VSHFLILF DXWKRULVDWLRQ IURP WKH 6XSHUYLVRU ,Q EULHI EHORZ DUH WKH
%DQNLQWHU *URXS V H[SHFWHG SRUWIROLRYV

S5HVLGHQWLDO PRUWJDJHV IRU LQGLYLGXDOV
S5 HWDLO DQG &4RUSRUDWH FRPSDQLHYV DQG

,Q WKH FDVH Rl VSHFLDOLVHG ILQDQFLQJ 3" /*" DQG &&) SDUDPHWHUV DUH QRW XVHG EXW UDWKHU WKH 6O0ORWWLQJ &ULWHULD PHWKRG LV XVHG ZKHU
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THYHOV Rl WKH PDVWHU VEDOLPXP 3 OD[LPXP 3" (DFK LQWHUQDO ULVN FDWHJRU\ JURXSV SRVLWLRQV WKDW
WHUPV RI ULVN QHYHUWKHOHVV GLIIHU VXIILFLHQWO\ IUR]
PRGHOOLQJ

ORGHOV DUH FXUUHQWO\ LPSOHPHQWHG LQ WKH *URXS V R
LOWHIJUDWHG LQ PDQDJHPHQW ,WV PDLQ XVHV DUH

&DOFXODWLQJ FDSLWDO UHTXLUHPHQWY DQG H[SHFWHC(
7TUDQVDFWLRQ DGPLVVLRQ DQG DSSURYDO
6HWWLQJ WKH PLQLPXP UHFRPPHQGHG SULFH RI WKH

SURILWDELOLW\
ORQLWRULQJ RU UHSRUWLQJ SRUWIROLR FUHGLW TXDO|

ORGHOV DUH DOVR XVHG IRU FRPPHUFLDO SXUSRVHV SUH D

DOHUWY DQG HDUO\ ZDUQLQJ SURFHVVHYV

&ROOHFWLYH HVWLPDWLRQ PRGHOV IRU FUHGLW ULVN FRY

TTOXowW ULVN DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI WKH %DQN RI
(XURSHDQ UHJXODWLRQ WUDQVSRVLQJ ,)56 $OWKRXJIK WKF
QWHUQDO UDWLQJ VI\VWHPV PRGHOV WKH NH\ DVSHFWV RI ERWK DUH LQ DOLJQPHQW

%DQNLQWHU GHYHORSV LQWHUQDO PRGHOV IRU ERWK WKH XRIHWARBLERYWIRYI Y, B4k NNHQH-@(\)’WK'FMV‘W@@V@&WLRQ DSSUR’
DSSURDFK KDV DOUHDG\ EHHQ DXWKRULVHG IRU FDOFxoDWLQ’)’UKBBWRWO%‘P&R/UHW&EVN\RG’ PY L BRYHFRVRYEEWLRQ IRU
IRU WKRVH WKDW DUH LQFOXGHG LQ WKH ,5% UROO RXW SO %JDﬂ bWWRBY Fdb EMWEE-&H Vi PW RN Lb[@/ MY IRRQYV WK
OHYHO RU FXVWRPHU OHYHO 7KH LQWHUQDO PRGHOV WKDW li’W &P WRR Y HH Y PRESEMA VP L Wi i DWWy GV KH UHC
LQ SRUWIROLRV IRU LQGLYLGXDOV ZKLOH WKH PRGHOV WKW H BWHPHRWLR K K ERGWRSH B VYWY S Q ¢ oY PPFR%%"&)\)’VL{DQV'
DUH SULPDULO\ DSSOLHG WR OHJDO HQWLWLHV 7KH LQWHEBE8BE8WIREBP OV KRAP EGhS LOHW KB REYRQXPEWSFRQ V /*
VWDWLVWLFDO PHWKRGV DQG ZHUH FRPSOHWHG XVLQJ H[SHUW FULWHULD

7KH TXDQWLILFDWLRQ RI FUHGLW ULVN RI D WUDQVDFWLRQ LV GHWHUPLQHG E\ ERWK LWV H[SHFWHG ORVV DQG
LWV XQH[SHFWHG ORVV ([SHFWHG ORVVHV DUH JHQHUDOO\ FRYHUHG XVLQJ SURYLVLRQV ZKLOH
XQH[SHFWHG ORVVHV PXVW EH FRYHUHG ZLWK FDSLWDO 7KH HVWLPDWHG XQH[SHFWHG ORVV JLYHQ E\ WKH
PRGHOV LV WKHUHIRUH WKH EDVLV IRU FDOFXODWLQJ UHJXODWRU\ DQG LQWHUQDO VKDUHKROGHUV HTXLW\
UHTXLUHPHQWY IRU H[SRVXUHV DQG UHIHUV WR D KLJKO\ XQOLNHO\ ORVV WKDW PXVW EH FRYHUHG XVLQJ

DQ EDQN V VKDUHKROGHUV HTXLW\

%RWK H[SHFWHG DQG XQH[SHFWHG ORVVHV DUH HVWLPDWHG E\ FDOFXODWLQJ LQWHUQDO SDUDPHWHUV

BUREDELOLW\ RI '"HIDXOW 3°'

/IRVV *LYHQ 'HIDXOW /*'

&UHGLW FRQYHUVLRQ IDFWRU &&) ZKLFK LV DQ LQSXW IRU HVWLPDWLQJ H[SRVXUH DW GHIDXOW

(8
:KHQ HVWLPDWLQJ WKH UHJXODWRU\ SDUDPHWHUV WKH SUREDELOLW\ RI GHIDXOW 3' LV FDOFXODWHG
XVLQJ KLVWRULFDO LQIRUPDWLRQ WR HQVXUH WKDW WKH UDQJH RI YDULDELOLW\ DQG DQ DGHTXDWH EDODQFH
RI JRRG DQG EDG \HDUV DUH WDNHQ LQWR DFFRXQW /RQJ 5XQ $YHUDJH 'HIDXOW 5DWH DSSURDFK
ZKLOH WKH VHYHULW\ /* DQG WKH FUHGLW FRQYHUVLRQ IDFWRU &&) DUH HVWLPDWHG XVLQJ GDWD
UHODWLQJ WR D UHFHVVLRQ SHULRG 'RZQWXUQ DSSURDEFK JURP D PDQDJHPHQW SHUVSHFWLYH
SDUDPHWHUV DUH HVWLPDWHG XVLQJ D PHWKRGRORJ\ WKDW WDNHV LQWR DFFRXQW WKH VWDJH RI WKH
HFRQRPLF F\FOH LQ ZKLFK ZH DUH FXUUHQWO\ ORFDWHG DQG LWV SURMHFWLRQ
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'"HVFULSWLRQ RI WKH LQWHUQDO UDWLQJ SURFHVV %DOQNLQWHU UHYLHZV WKH UDWLQJYV DVVLIQHG WR FXVWRPH

KHQ D WUDQVDFWLRQ LV EHLQJ DSSURYHG LQGLYLGXDO ggié\;é;fgg g %Lﬁg(@{& iEi@Y%%ﬁ%ﬁvHVSRQGLQJ LQ
FRUUHVSRQGLQJ LQWHUQDO PRGHO RQ WKH EDVLV RI WUD |¥V H
ZKLFK LV SDUW RI WKH DXWRPDWLF VWXG\ DQG DSSURYD® D‘Q/(WPEDP&&D(LEFLKHLNVVL/J-QBHGVFSUS_[B’IE)FEJI-H.‘(DW LQ FRQVLGHUDWLF

WUDQVDFWLRQV 7KH PRGHO XVHV WKH LQIRUPDWLRQ LQSXW UDQQW RAWNLRDQ \QMAPHIOR Q VEKIHR S\REBIOR ILQURIGXPWLRF®ROODWHU |
RQ FXVWRPHU EHKDYLRXU DYDLODEOH LQ WKH ,QVWLWXWLRRUVEBOYWDRRBBGUHNYOXPO® RWRABUOHQDROURQWLRQHWYRP

HIWHUQDO VRXUFHV ZKLFK LV DYDLODEOH 7KHVH PRGHOV D,UQHVQIXVHWHBW/HFIEIRégMVF?HgE\?HG ILODQFLQJ IRU UHDO HVWDW

7KH UDWLQJ REWDLQHG IURP WKH LQWHUQDO PRGHO IRUPV VIDROMWR R I KK ID/VOH B UD WEKSS WRKIDMK D RBWRPDWWFDOO\DQG &RPF
DVVHVVHVY WUDQVDFWLRQV ZKLFK LQFRUSRUDWHV WKH ,QVWLWXRILRHFNPEHWN SROLFLRRVSOKWLWXODWY D %WDRQAWHU KD
HLWKHU DXWKRULVHG UHMHFWHG RU IRUZDUGHG WR D PDQNXDW WIKISVR YW\Cs KW RRAHW V D (QV WKW VRSUV/R FAHMNVF KDL FOXGHY D F
/** DQG &&) DUH DVVLIJQHG IRU HDFK WUDQVDFWLRQ WKXV UIDJWB-II]BUGLQJ WKH FKDUDFWHULVWLFV RI WKH FXVWRPHU DQG

YRU H[SRVXUHV ZLWK OHJDO HQWLWLHV WKH V\VWHPV JDW U HWA5®%J§%%%%WV§%%F?%J¥&%& %EWI;A\I/LI(S?FWRQ
WKH WUDQVDFWLRQ DQG WKH FXVWRPHU DQG LQSXW WKHP 28a
DVVLJQV D UDWLQJ WR HDFK WUDQVDFWLRQ EDVHG RQ WKH,CEHJDD—I\V\&WJWU_@\QHUI@D@LFCRJGKI(Q)GHKHFDWWJLIQULHV IRU Z

PRGHOV IRU FRPSDQLHY DUH FXVWRPHU OHYHO PRGHOV % DMHE RIQG WIKGIY HD @ & GCOHHOI\D OD Q QWGIHMIVWIVF DRQBHLY WUDQVDFWLR
DVVLIQHG WR DOO WKH FXVWRPHU V WUDQVDFWLRQV DQG WKHLU XSGDWHV DUH IXOO\ LQWHJUDWHG LQ WKH LQIF

7KLY UDWLQJ IRUPV SDUW RI WKH DSSURYDO UXOHV ZKLF UCjD @QDé IRUP V X Q WKHHTSt\LJ\HUJ
GHVLIQDWHG DV DXWKRULVHG GHQLHG RU QRW DEOH WR %/ %I %@\)& W§£ g 5 ROLR FUHGLYV
UHSRUWHG DQG D PDQXDO DSSURYDO SURFHVV LV XVHG \% L b l? @) LV

PDQXDO WKH UDWLQJ LV WDNHQ LQWR DFFRXQW LQ WKH DSSURYDO RU GHQLDO GHFLVLRQ

7KH IROORZLQJ WDEOHV UHIOHFW WKH H[SRVXUH DQG ULVN SDUDPHWHUV IRU WKRVH WUDQVDFWLRQV IRU
ZKLFK WKH ,5% DSSURDFK LV XVHG WR FDOFXODWH VKDUHKROGHUV HTXLW\ UHTXLUHPHQWY IRU FUHGLW ULVN
GLVWULEXWHG E\ H[SRVXUH FDWHJRU\ DW WKH HQG RI '"HFHPEHU 7KH LQIRUPDWLRQ LV EURNHQ

GRZQ LQWR FDWHJRULHYV ZKHUH LQ KRXVH HVWLPDWHYV DUH XVHG IRU DOO SDUDPHWHUYVY DGYDQFHG ,5%
DSSURDFK DQG ZKHUH WKH IRXQGDWLRQ ,5% DSSURDFK LV XVHG IRU DVVLJQLQJ ULVN ZHLJKWLQJV
VORWWLQJ DSSURDFK

JLIOODU  'LVFORVXUHV 5HSRUW



([SRVXUHV XQGHU ,5% DSSURDFK

([SRVXUH DIWHU
DSSOLFDWLRQ RI[&BYXUH DIWHU
LWK LQ EDOBSBHFDWLRQ RI &50
&DWHJRU\ 2ULJLQDO H[SRVXUH VKHHWRII EDODQFH VKHHW ($' $YHUDJH 3' $YHUDJH /* 5:$V 5:$ GHQVLW\
&RUSRUDWHYV

b 21 ZKLFK ,5)

5HWDLO
ORUWJIDJHYV

7TRWDO

JLIXUHV LQ WKRXVDQGV RI |
([SRVXUHV XQGHU IRXQGDWLRQ ,5% DSSURDFK VORWWLQJ FULWHULD

(ISRVXUH DIWHU DESRVRDW LIR H U DSSO
RI &50 ZLWKLQ ERIO®IZVFRII EDODQFH V
&DWHJRU\ 2ULJLQDO H[SRVXUH VKHHW ($

5:$V ([SHFWHG ORVVH)
6SHFLDOLVHG ILQDQFLQJ

JLIXUHV LQ WKRXVDQGV RI |

7KH IROORZLQJ WDEOHV UHIOHFW WKH ULVN SDUDPHWHUVY DQG H[SRVXUH E\ 3' LQWHUYDO IRU WKRVH
FDWHJRULHV IRU ZKLFK WKH DGYDQFHG ,5% DSSURDFK LV XVHG 7KH LQWHUYDOV XVHG FRUUHVSRQG WR

WKRVH UHFRPPHQGHG LQ WKH ILQDO UHSRUW RQ *XLGHOLQHV RQ GLVFORVXUH UHTXLUHPHQWY XQGHU 3DUW
(LJKW RI 5HIXODWLRQ (8 SXEOLVKHG E\ WKH (%$

JLIOODU  'LVFORVXUHV 5HSRUW



,5% $SSURDFK € &UHGLW ULVN H[SRVXUHV E\ H[SRVXUH FDWHJRU\ DQG 3' EDQG &5

5LVN ZHLJKWHG

211l EDODQFH[SRVXUHSRVXUH DIWHU H[SRVXUH 5LVN
2Q EDODQKHHW H[SRVXUHVWIJKWHG DSSOLFDWLR(é\é/ﬁIUXV?/:GlXPEHU RF;aTY%x:&aTY%xE’;RXQW DIWHULIKWHGPRXQW 93?5@‘3’#5\%\/
U

3' EDQG VKHHWHIRUH DSSO\LQYHUDJRQYHUVLRQ I . SOLFDWLRHISRVXUHH[SHFW
LSRVXIH, H[SRVXUHVFRQYHUVLREQYHUVLRQQG FUHGL YRIH REOLIRUBYHUDJIH /*' DYHUD WKH DPRXQW ORVVHV QG
PDWXULW\ SURYLVLRQV
IDFWRUV IDFWRU = PLWLJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUV
D E F G H | J K L M N ) P
&RPSDQLHV
). 5%
WR
bbbb  WR é é é
¢
bbbb  WR
WR é é é ¢ é
WR
WR
WR
bbbb  WR
bbbb  WR
WR
bbbb  WR
bbbb WR
WR
bbbb WR
bbbb WR
bbbb WR
"HIDXOW é é
7RWDO

JLIXUHV LQ WKRXVDQGV R

7KH QXPEHU RI REOLJRUV LV LQ XQLWYV
ODWXULW\ LV H[SUHVVHG LQ QXPEHU RI \HDUV

JLIOODU  'LVFORVXUHV 5HSRUW



211 EDODQFH 5LVN ZHLIJKWHG

VKHHW ([SRVXUHSRVXUH DIWHU UXUH ([SRVXUH([SRVXUE§ [SRVXUH 5LVN 9DOXDWLROQ

2Q EDODQFH[SRVXUHVYHLJKWHG DSSOLFDWLR WHGlXPEHU RIZHLIKWH®HLIKW RXQW DIWHULIKWHGPRXQW }_B(’bMXVWPHQWV

vras e A R A HREGLIRUBYRUDIN - BYHUDIRSO DN LRGSR XHNISHEWEE M g gch O
FRQYHUVLRQIDFWRU PLWLJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUYV IDFWRUV
D E F G H | J K L M N [e] P
&RPSDQLHYV
,5%

WR

bbbb WR

bbbb WR

WR

WR

WR

WR

bbbb WR

bbbb WR é é

WR

bbbb WR

bbbb WR é é

WR

bbbb WR

bbbb WR

bbbb WR

'"HIDXOW

7TRWDO

JLIXUHV LQ WKRXVDQGYV RI

7KH QXPEHU RI REOLJRUV LV LQ XQLWYV
ODWXULW\ LV H[SUHVVHG LQ QXPEHU RI \HDUV

JLIOODU  'LVFORVXUHV 5HSRUW



211 EDODQFH 5LVN ZHLIKWHG
R (8 Ry s By U H[SRVXUH 5LVN

20 EDODQFIH[SRVXUHYHLJKWH%HFggigb@?_ B@xuH LXPEHU m(z[ﬁf}’?v%:c(z[ﬁfﬁvﬂ RXQW DIWHULIKWHGPRXQW ﬁgﬁg\ﬂ\)"gﬁg\%v
3' EDQG VKHHW  EHIRUH DYHUDJ SOLFDWLRISRVXUHH[SHFW o

WKH DPRXQW ORVVHYV,

WRUY, D@ RI\']‘:_'KX\{HQEOLJRU\DYHUDJH /* DYHUD
= VXSSRUWLQGHQVLW\

F
H[SRVXUHVDSSO\LQBRQYHUVLQ@UHGL AN

SURYLVLRQV
FRQYHUVLRQIDFWRU PLWLJDWLRQ

IDFWRUV IDFWRUV
D E F G H | J K L M N O P
ORUWJIDJHV
WR
bbbb WR <] é
bbbb WR é
WR é
WR é
WR é
WR é
bbbb WR é
bbbb WR é
WR é
bbbb WR &
bbbb WR é é
WR é
bbbb WR é
bbbb WR é
bbbb WR é
'"HIDXOW é
7TRWDO é

JLIXUHV LQ WKRXVDQGV RI |

7KH QXPEHU RI REOLJRUV LV LQ XQLWYV
ODWXULW\ LV H[SUHVVHG LQ QXPEHU RI \HDUV

JLIOODU  'LVFORVXUHV 5HSRUW



211 EDODQFH 5LVN ZHLJKWHG
VKHHW ([SRVXUHSRVXUH DIWH V}%@&UH H[SRVXUH 5LVN

2Q EDODQFH[SRVXUHZHLJKWHG DSSOLFDWL HSRVXUHGSRVXUE§RXQM/DHMH&JKWHGPRXQW}ﬁgDOXDWLRQ

MXVWPHQWYV

3' EDQG VKHHW EHIRUH DYHUDHRRQYHUVLRQ I LdIIEJ Ha(?{lEXOPLEJHRLl’J\'Z?)IYZHHULS\'?xVT*'Qg\I(-I‘-]iEVg SOLFDWLRQSRIVXUHH[SHFW DQG
H[SRVXUHVDSSO\LQBRQYHUVLRRDQG FUHGL UL PDWXULW\ WKH DPRXQW ORVVHVSURYLVLRQV
FRQYHUVLRQIDFWRU PLWLIJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUV IDFWRUV
D E F G H | J K L M N (0] P
5HWDLO
WR é
bbbb WR é
bbbb WR é
WR é
WR é
WR é
WR é
bbbb WR é
bbbb WR é
WR é
bbbb WR &
bbbb WR é
WR é
bbbb WR é
bbbb WR é
bbbb WR é
'"HIDXOW é
7TRWDO é

JLIXUHV LQ WKRXVDQGV RI |

7KH QXPEHU RI REOLJRUV LV LQ XQLWYV
ODWXULW\ LV H[SUHVVHG LQ QXPEHU RI \HDUV

JLIOODU  'LVFORVXUHV 5HSRUW



6FRSH RI XVH RI ,5% DQG VWDQGDUG PRGHOV &5 $

([SRVXUH YDOXH DV GHIR@HD® IHJSRVXUH YDBOXHFHRQWDIH RI WK

$SUWLFOH

H[SRVXUHV VXEMHFW W R Q\GKDHJ (Bl H G D SSSHURTDFXHAVG SD U W L
DSSURDFK

Rl WKH &$SRRXNUHV VXEMHPF/RWR WKBOXH V

AN SR

WKH ,5% DSSURDFEGDUGLVHG DSSURDF

H RI 3WHUH MRWDIH Rl WRWDO H

H VXYPWEKHW WRMMEW WR D GH:¢

SODQ

D

&HQWUDO JRYHUQPHQWY RU FHQWUDO EDQNVDb

21 ZKLFK UHJLRQDO JRYHUQPHQWYV RU

ORFDO DXWKRULWLHV

21 ZKIK 3XEQF VHRAVRUHQWARY

L QVWLWXWLRQV

&RUSRUDWHYV

21 ZKLFK 21 ZKLFK &RPSDQLHV e

6SHFLDOLVHG ILQDQFLQJ H[FOXGLQJ

DOORFDWLRQ PHWKRG

21 ZKLFK FRPSDQLHV & VSHFLDOLVHG
ILQDQFLQJ XQGHU WKH DOORFDWLRQ

DSSURDFK

S5HWDLO H[SRVXUHV

Rl ZKLFK UHWDLO H[SRVXUHV VHFXUHG E\

UHDO HVWDWH DVVHWYV 60(V

Rl ZKLFK UHWDLO H[SRVXUHV VHFXUHG E\

UHDO HVWDWH DVVHWY QRQ 60(V

RI' ZKLFK UHWDLO H[SRVXUHV HOLJLEOH

UHYROYLQJ

RI' ZKLFK UHWDLO H[SRVXUHV € RWKHU

60(V

Rl ZKLFK UHWDLO H[SRVXUHV ¢ RWKHU

QRQ 60(V

(TXLW\ H[SRVXUHV

2WKHU QRQ FUHGLW REOLJDWLRQ DVVHWYV

7TRWDODb

%DONLQ3LOODU

JLIXUHV LQ WKRXVDQGV RI

'LVFORVXUHV 5HSRUW



5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO PRGLILHG E\
5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO UHTXLUHV

HISRVXUHV WKDW SRVVHVV WKH IROORZLQJ FKDUDFWHULVWLFV WR EH FODVVLILHG DV VSHFLDOLVHG OHQGLQJ
HISRVXUHV

7KH H[SRVXWDHED@YNWRKLFK ZDV FUHDWHG VSHFLILFDOO\ WR ILQDQFH RU RSHUDWH
SK\VLFDO DVVHWYV

7KH FRQWUDFWXDO DUUDQJHPHQWY JLYH WKH OHQGHU D VXEVWDQWLDO GHJUHH RI FRQWURO RYHU
WKH DVVHWY DQG WKH LQFRPH WKDW WKH\ JHQHUDWH

7KH SULPDU\ VRXUFH RI UHSD\PHQW Rl WKH REOLJDWLRQ LV WKH LQFRPH JHQHUDWHG E\ WKH
DVVHWY EHLQJ ILQDQFHG

7KH 5HIXODWLRQ FODVVLILHV H[SRVXUHV LQWR ILYH FDWHJRULHV WDNLQJ LQWR DFFRXQW GLYHUVH IDFWRUV
VXFK D ILQDQFLDO VWUHQJIJWK WKH SROLWLFDO DQG OHJDO HQYLURQPHQW WKH FKDUDFWHULVWLFV RI WKH
WUDQVDFWLRQ RU DVVHW DQG WKH UREXVWQHVV RI WKH VSRQVRU DQG GHYHORSHU

7KH WDEOH EHORZ VKRZV WKH H[SRVXUHV DVVLJQHG WR HDFK ULVN ZHLJKWLQJ IRU VSHFLDOLVHG
ILQDQFLQJ H[SRVXUHV DW  'HFHPEHU

JLIOODU  'LVFORVXUHV 5HSRUW



, 5% VSHFLDOLVHG OHQGLQJ &5

6SHFLDOLVHG OHQGLQJ SURMHFW ILQDQFH

ODQFH VKHHW H[SRYXU $PRXQW Rl ULVN ZH
5HIXODWRUL 20 EDODQFH H[SR?\)J<§6'?ORFDWLRQ S OISR ZHLIkWLQ  (ISRVXUH YDOXH ey $PRYE® RI H[SHFWHG ORV

FDWHJRULQV?HPDLQLQJ PDWXUL

D E F G H |
/HVV WKDQ \HDUV

&DWHJIRU\ (TXDO WR RU ORQJHU WKDQ é
\HD UV

/HVV WKDQ \HDUV

&DWHJRU\ (TXDO WR RU ORQJHU WKDQ
\HDUV

/HVV WKDQ \HDUV é é é é é

&DWHJRU\ (TXDO WR RU ORQJHU WKDQ
\HDUV

/HVV WKDQ \HDUV é é é é é

&DWHJRU\ (TXDO WR RU ORQJHU WKDQ
\HDUV

/HVV WKDQ \HDUV é é é é

&DWHJIRU\ (TXDO WR RU ORQJHU WKDQ é
\HDUV

/HVV WKDQ \HDUV

7TRWDO (TXDO WR RU ORQJHU WKDQ
\HDUV

JLIXUHV LQ WKRXVDQGV RI H

SUREDELOLW\ RI '"HIDXOW 3' SHU SRUWIROLR

,Q WKH IROORZLQJ EDFN WHVWLQJ LQIRUPDWLRQ LV VKRZQ RQ UDWHVY DQG SUREDELOLWLHV RI GHIDXOW IRU
%DQNLQWHU *URXS SRUWIROLRV DXWKRULVHG WR XVH WKH ,5% DSSURDFK IRU FDOFXODWLQJ FDSLWDO

UHTXLUHPHQWYV

7KH REMHFWLYH RI WKHVH WHVWV LV WR FRQWUDVW WKH UHJXODWRU\ 3'V ZLWK WKH REVHUYHG GHIDXOW
IUHTXHQFLHYVY 2')V RYHU WKH ODVW SHULRG 1RQH KDYH KDG VXEVWDQWLDO FKDQJHV LQ WKH SDVW \HDU

%DONLOQILOODU 'LVFORVXUHV 5HSRUW




,5% $SSURDFK ¢ 5HWURVSHFWLYH 3" WHVWLQJ E\ H{]SRVXUH FDWHJRU\ &5

&RPSDQLHV ,5)

(ISRVXUH 3' EDQG 1XPEHU RI GHE $YHUDJIH REVHUYHG[SRVDXXGWZ HLIKWHG, |, ypH 3 $YHUDJH KLVWRULFDO
FDWHJRULHYV HQG RI WKH SUHYLRIXXKIHKU LQFJUUHG QRWH DYHUDJH 3 GHIDXOW UDWH
SD\PHQW GXUL U

W
PJ WKH \HD
H

D E F G | J K

WR
bbbb WR
bbbb WR
WR é
WR é é
WR
WR
bbbb WR
bbbb WR

WR
bbbb WR
bbbb WR
WR
bbbb WR
bbbb WR
bbbb WR é é
'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



&RPSDQLHV 5%

(ISRVXUH 3 EDQG 1XPEHU RI GHE $YHUDJH REVHUYHG[SRVXXOW HLIKWHS, |, ypjy 3 $YHUDJH KLVWRULFDO I
FDWHJRULHV HQG RI WKH SU YL?Q'XZ/K\LI-FlﬂﬂU LQFAUUHG QRWH DYHUDJH 3' GHIDXOW UDWH
D\PHQW GXUL®J WKH \HDU
D E F G H [ J K
WR

bbbb WR
bbbb WR

WR é
WR
WR e
WR é
bbbb WR é
bbbb WR é é
WR é
bbbb WR é
bbbb WR é e
WR
bbbb WR é
bbbb WR
bbbb WR
'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW




ORUWJIDJHV

(ISRVXUH 3 EDQG 1XPEHU RI GHEWRUV_DW WKH $YHUDJH REVHUYHG[SRIVIKBVZHLIKWHG |y 3 $YHUDJH KLVWRULFDO I
FDWHJRULHV HQG RI WKH SUKYZRZKLFKD U QFXWVUHG QR H DYHUDJH 3' GHIDXOW UDWH
SD\PHQW GXULQJ WKH \HDU
D E F G H | J K
WR

bbbb WR
bbbb WR

WR
WR
WR
WR
bbbb WR
bbbb WR
WR
bbbb WR
bbbb WR
WR
bbbb WR
bbbb WR
bbbb WR
'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW




2WKHU UHWDLO

(ISRVXUH 3 EDQG 1XPEHU RI GHEWRUV DW WKH $YHUDJIH REVHUYHG[SRVXXOIW HLIKWHS, |,y 3 $YHUDJH KLVWRULFDO
FDWHJRULHV HQG RI WKH SUR YLRXZKHKyYU LOFJAUUHG @QRRWH DYHUDJH 3 GHIDXOW UDWH
SD\PHQW GXUL®J WKH \HDU
D E F G H [ J K
WR é é
bbbb WR é é
bbbb WR é é é
W R
WR
WR
W R

bbbb WR
bbbb WR

WR
bbbb WR
bbbb WR

WR
bbbb WR
bbbb WR
bbbb WR

'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



7KH IROORZLQJ WDEOH VKRZV WKH HIIHFW RI FUHGLW ULVN UHGXFWLRQ DVVRFLDWHG ZLWK HDFK H[SRVXUH
FDWHJRU\ DQG WKH LPSDFW RI FUHGLW ULVN UHGXFWLRQ WHFKQLTXHV ZLWK DQG ZLWKRXW VXEVWLWXWLRQ
HITHFW DV RI '"HFHPEHU

,5% $SSURDFK ¢ 'LVFORVXUH RI WKH HI[WHQW RI WKH XVH RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV &5 $%

&UHGLW ULVN PLWLJDWLRQ PH
LQ WKH FDOFXODWLRQ RI WK
DPRXQWYV RI ULVN ZHLJKWHG

H[SRVXUHV

&UHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV

W ULVN KHBJLQJ ZLW
+HGJLQJ RI FUHGLW ULVN ZLWK FROODWHUDO RU VLPLODU LQVWUXWRQDO IJXDUPQWHHV

S5LVN ZHLYIKWWHNG ZHLIKWHG

7RWDO HISRVXUH H[SRVXUH
$ 5% HI[SRVYIUHV DPRX|[QWPRXQW ZLWK
3rRUWLRQ RI 3RUWLR] RI W ZLWKIRXWXEVWLWXWLRQ
3RUWLURQ REKDUH RIsruwLRQ RI H[SRVIUHV BB UW RYXEVWLWXWLRIQIHF WV

RsUR%LRU%\;?‘g\S(ﬁYJ 1%HV'('[5RV UHV HIIHFWV PLWLJDWLRQ
[y ulic E\SHUVRQDBRYHUNG ERLWLIPWLRQ DQG
WWUXPH@WWUDCV&WTJ\(\ESJ\;‘/LH?IV HITHFWWXEVWLWXWLRQ
G E\ p WKLUG RQO\ HITHFWV

HISRVIUHW[SRVIUHW[SRVIUHVRUWLRQ RRUWLIRQ RRYHUHG ER3RUWLIRQ RRUWLRQ R
FRYHUHG EARYHUHG BAHFXUHG EM[SRVYUHW[SRVYUHRWKHU PVV Hj VIUHW[SRVXUH
ILOQODQFIRVMOKHU HOLJIFRDO PWHEROHUNG EARYHUIHG EPQG ULJKWRYHUKHGEYHUHG| E\

FROODWHURRD ODWHUPRQVLVWLQUHAHLYDEWKMU SK\VLFBE8HE DV  FDVK|RQ |_vau08,\_=|

LPPRYQEOH FROODWHUDG ROODWHIMSRVIUW SROLFLH SDUW
SURSHUW\
D E F G H I J K L M N o P Q

&HQWUDO JRYHUQPHQWYV DQG FHQWUDO
EDQNV
L QVWLWXWLRQV
&RUSRUDWHYV é é é é é é é é é é
21 ZKLFK FRPSDQLHV 60(V é é é é é é é é é é
21 ZKLFK FRPSDQLHV VSHFLDOLVHG
OHQGLQJ
21 ZKLFK FRPSDQLHV RWKHUV é é é é é é é é é é
S5HWDLO H[SRVXUHV é é é é é é é é é é
21 ZKLFK UHWDLO H[SRVXUHV & UHDO é é é é é é é é é é
HVWDWH 60(V
21 ZKLFK UHWDLO H[SRVXUHV & UHDO é é é é é é é é é é
HVWDWH QRQ 60(V
21 ZKLFK HOLJLEOH UHYROYLQJ UHWDLO
H[SRVXUHV
21 ZKLFK UHWDLO H[SRVXUHV & é é é é é é é é é é
RWKHU 60(V
21 ZKLFK UHWDLO H[SRVXUHV & é é é é é é é é é é é
RWKHU QRQ 60(V
7RWDO é é é é é é é é é é é

JLIXUHV LQ WKRXVDQGV RI HX

JLIOODU  'LVFORVXUHV 5HSRUW



) 5%

&UHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV

&UHGLW ULVN PLWLJIJDWLRQ F
LQ WKH FDOFXODWLRQ RI V
DPRXQWYV RI ULVN ZHLJKWH

H[SRVXUHV

ULVN KHEJLQJ ZLWK
+HGJLQJ Rl FUHGLW ULVN ZLWK FROODWHUDO RU VLPLODU LQV ux‘?’i'éf‘_'?,{}5\%2{"’QDO IXDUPQWHHV
5LVN ZHUIBWHG ZHLIKWHG
7RWDO H[SRV[XUH H[SRVXUH
H[SRVIUHV DPRXJQWPRXQW ZLWK
3RUWLRQ RI 3RUWLRQ RI W ZLWKIRXWXEVWLWXWLRQ
3RUWLRQ RBKDUH RIZRUWURQ RI HISRVYUHV uwirQ RISRVIUHY, 5Buy RYXEVWLIWXWLRQHFWYV
HISRVAUHWM[SRVAUHVI[SRVIUHWBRUWLRQ BRUWLRQ RRYHUHG E3SRUWLRQ RRUWURQ BRI\ T HeRYHU NG EF\[SRV UHV  HIIHFWVPLWLIJDWLRQ
FRYHUHG F\RYHUHG BAHFXUHG EN[SRVYUHW[SRVJUHRWKHU DVVHMSWRVYUHWH[SRVYUH RYHUhG ExsHUVRQDORYHUNG Ep  WLIPWLRQ DQG
ILQDQFRMCKHU HOLJFR@D hWHRROHUNG ERYHUIKHG ERQC ULJKWRYHUIHGREXHUHG| E\ QT UX[PH MU D QW HH FUHIGLW | IHFWVXEVWLWXWLRQ
FROODWHUWARWODWHUBRQVLVWLQUHFEIHLYDEWKNU SK\VLFEWHE DV FDVK|RQ LQVXU|D E G E\ b WKLUG ULYDWLYHVRQO\ HIIHFWV
LPPRYDEOH FROODWHUDG&ROODWHIHERYVUW SROLFL[H
SDUW
SURSHUW\
D E F G H J K L M N o] P Q

&HQWUDO JRYHUQPHQWY DQG FHQWUDO EDQNV

QVWLWXWLRQV

&RUSRUDWHV

21 ZKLFK FRPSDQLHV

60(V

21 ZKLFK FRPSDQLHV
OHQGLQJ

VSHFLDOLVHG

21 ZKLFK FRPSDQLHV

RWKHUV

5HWDLO H[SRVXUHV

21 ZKLFK UHWDLO H[SRVXUHV ¢ UHDO HVWDWH

60(V

21 ZKLFK UHWDLO H[SRVXUHV & UHDO HVWDWH

QRQ 60(V

21 ZKLFK HOLJLEOH UHYROYLQJ UHWDLO

H[SRVXUHV

21 ZKLFK UHWDLO H[SRVXUHV ¢ RWKHU 60(V

21 ZKLFK UHWDLO H[SRVXUHV ¢ RWKHU QRQ

60(V

7TRWDO

3LIOODU

JLIXUHV LQ WKRXVDQGV RI

'LVFORVXUHV 5HSRUW



$YRYUDJIHVHIIIHF WY HDHM HRPWHBOBGRUYDWHG DV WKH DYHL
ORVVHV RI HDFK \HDU LQ WKH SHULRG LQFOXGHG LQ Wt

7KH PDLQ FKDQJHV GXULQJ WKH ILQDO TXDUWHU LQ ULVN ZMW%%VP\YVLJ-‘-}/YXM%%RHZWWEHDEXBSEHEF’%O{SLVLV VSXUUHC

DSSURDFK DUH DV IROORZV

DQG (IITHFWLYH ORVV ZDV DOVR FRQVLGHUDEO\ ORZ}
6WDWHPHQW RI IORZV Rl ULVN ZHLJKWHG DPRXQWV RI H[SRYUXYWV\MORU¥ UHGWWHUSRNLRECEMHFW WRIJIHQHUDOO\ H[FHHGLQ
WKH ,5% DSSURDFK &5 FULVLYVY ZKLFK LV LQ OLQH ZLWK WKH UHJXODWRU\ WD

DVVHVVHG WKH WUHQGYV VKRZ D SRWHQWLDO WR Ul

$PRXQW R LIk kWK D VOLIKW LQFUHDVH LQ

7KLV FRPSDULVRQ zZDV PDGH IRU WKH SRUWIROLRV RI PRUW.

° 3RUWXJDO DQG WKH SRUWIROLRV Rl ORDQV DQG FRQVXPH

5LVN ZHLJKWHG H[SRVXUH DPRXQW DW WKH HQG RI WKH SUHYLRXV UHSRULWROLY¥LGXRBOV VPDOO PHGLXP DQG YHU\ ODUJH FRPSDQLHYV
DGPLQLVWUDWLRQ LQ 6SDLQ

6L]H RI DVVHWV

SVVIW TXDOW 5HVLGHQWLDO PRUWJDJHV IRU LQGLYLGXDOV
ORGHO XSGDWHYV 7KH FKDUW VKRZV WKDW WKH HIIHFWLYH H[SHFWHG ORVV RQ
OHWKRGY DOG SROLFLAV LQ 6SDLQ SHDNV LQ JURP WKLV SRLQW RQ WKH WUHQG

HITHFWLYH H[SHFWHG ORVV LV ORZHU WKDQ WKH UHJXODWF

$FTXLVLWLRQV DQG DVVLIQPHQWY FULVLV +RZHYHU WKH UHJXODWRU\ H[SHFWHG ORVV

([FKDQJH UDWH IOXFWXDWLRQV FRPSDUHG WR WKH DYHUDJH RI WKH HIITHFWLYH H[SHFWHG OF

2WKHU

5LVN ZHLJKWHG H[SRVXUH DPRXQW DW WKH HQG RI WKH UHSRUWLQJ SHULRG

JLIXUHV LQ WKRXVDQGV RI HXURV

7KH FKDQJHV LQ ULVN ZHLJKWHG DVVHWY DUH PDLQO\ GXH WR WKH LQFOXVLRQ RI WKH QHZ GHILQLWLRQ RI
GHIDXOW ZKLFK OHDGV WR FKDQJHV LQ WKH SDUDPHWHUV ZKHQ DSSO\LQJ WKH QHZ (%$ SDUDPHWHU
JXLGH DQG DQ LQFUHDVH LQ FUHGLW ULVN H[SRVXUHV LQFOXGHG XQGHU WKLV KHDGLQJ

7KH FKDUWV LQ WKLV VHFWLRQ FRPSDUH WKH UHJXODWRU\ H[SHFWHG ORVV (/ FDOFXODWHG XVLQJ
LQWHUQDO PRGHOV DSSURYHG E\ WKH 6XSHUYLVRU ZLWK WKH HIIHFWLYH ORVV REVHUYHG IURP WR
7KH FKDUWY VKRZ WKH IROORZLQJ LQIRUPDWLRQ

5HIXODWRU\ HISHAWWHGFOR¥XODWHG E\ PXOWLSO\LQJ WKH SUREDELOLW\ RI GHIDXOW
DYHUDJH RI WKH UHJXODWRU\ '3 ZHLJKWHG E\ WKH QXPEHU RI FDVHV LQ WKH HQWLUH
YDULDELOLW\ UDQJH E\ WKH VHYHULW\ DYHUDJH RI WKH UHJXODWRU\ /* ZHLJKWHG E\ WKH
QXPEHU RI FDVHV LQ WKH GRZQWXUQ SHULRG

5HIJXODWRU\ H[SHFWHG ORVADQZEXMXDWIEG GFSO\LQJ D PDUJLQ RI

FRQVHUYDWLVP UHTXLUHG E\ WKH 6XSHUYLVRU WR WKH WK JX-QDW B UW R [\§ K AWPHRG \U RIVVH G BRWIKDD® IRH EQ G LWH IG XK

SRUWIROLRYV FKDUW WKDW HIIHFWLYH H[SHFWHG ORVV SHDNHG LQ DQ
VLQFH ,W FDQ EH VHHQ WKDW WKH HIIHFWLYH H[SHFWHG OF

(IMMHFWLYH H[SHFWHIGY CFFDVOF XODWHG DV WKH DQQXDO GHIDXQW. . QUBSKHHQF WKEHY BYHUHB®IH UHIXODWRU\ H[SHFWHG OF

PXOWLSOLHG E\ WKH ORQJ WHUP VHYHULW\ XS WR HDFRFRRSDWKIS WMB VKR DNVKIHW BHURRAVKHHOXKERHMBELYH H[SHFWHG OF

LQ WKH FKDUWV ,QFRPSOHWH UHFRYHU\ SURFHVVHY LQFOXGH DQ HVWLPDWH RI ILQDO /*'
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6PDOO EXVLQHVVHYV
7KH FKDUW VKRZV WKDW WKH SHDN H[SHFWHG HIIHFWLYH O

$IWHU WKHUH KDV EHHQ D GHFOLQH ZLWK PLQRU VS
DQG ,Q WKH ODVW \HDUV RI WKH SHULRG YDOXHYV
UHDFKHG H[FHSW LQ ZKHUH ZH FDQ VHH D VOLJKW LQF

HITHFWLYH H[SHFWHG ORVV LV ORZHU WKDQ WKH UHJXODWR
VXIILFLHQWO\ FRQVHUYDWLYH FRPSDUHG WR WKH DYHUDJH F

&RQVXPHU ORDQV DQG FUHGLW ZLWK SHUVRQDO JXDUDQWHHYV

7KH FKDUW VKRZV WKH JURZWK RI

WKH HIITHFWLYH H[SHFWHG ORVV LQ FRQVXPHU ORDQV DQG FUHGLWYV

ZLWK SHUVRQDO JXDUDQWHH RI LQGLYLGXDOV GXULQJ WKH HFRQRPLF FULVLV RI WKH \HDUV WR

,Q DGGLWLRQ WKH EHJLQQLQJ RI

D GHFUHDVH LQ WKH HIIHFWLYH H[SHFWHG ORVV LV REVHUYHG VLQFH WKH

\HDU , W FDQ EH YHULILHG WKDW WKH HIIHFWLYH H[SHFWHG ORVV LV ORZHU WKDQ WKH UHJXODWRU\
RQH H[FHSW LQ +RZHYHU WKH UHJXODWRU\ H[SHFWHG ORVV VHHPV VXIILFLHQWO\ FRQVHUYDWLYH
FRPSDUHG WR WKH DYHUDJH RI WKH HIIHFWLYH H[SHFWHG ORVYV

OHGLXP VL]IHG FRPSDQLHYV

7KH FKDUW VKRZV WKDW WKH PD[LPXP HIIHFWLYH ORVV LQ
UHDFKHG LQ DQG WKHQ VWDUWHG D GRZQZDUGYV WUHQG
DQG IXUWKHU GHFUHDVHV WKHUHDIWHU )URP WKDW PRPH
GRZQZDUGY WUHQG DOWKRXJK WKH YDOXHV EHIRUH WKH FU
\HDUV WKHUH KDV EHHQ D VOLJKW LQFUHDVH LQ WKLV ILJXL
VHHQ WKDW WKH H[SHFWHG HIIHFWLYH ORVV LV ORZHU WK
DQG +RZHYHU WKH H[SHFWHG UHJXODWRU\
FRQVHUYDWLYH ZKHQ FRPSDUHG WR WKH DYHUDJH HIIHFWLY
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&XUUHQWO\ D VWULNLQJ GRZQZDUGYV WUHQG LV REVHUYHG
UHJXODWRU\ H[SHFWHG ORVV LV VOLJKWO\ KLIKHU WKDQ WK

9HU\ ODUJH FRPSDQLHV DQG FRPSDQLHYV RZQHG E\ WKH SXEOLF DGPLQLVWUDWLRQ

)LQDOO\ WKH FKDUW VKRZV WKDW WKH PD[LPXP HIIHFWLYH ORVV LQ YHU\ ODUJH HQWHUSULVHV DQG
FRPSDQLHV RZQHG E\ WKH SXEOLF DGPLQLVWUDWLRQ ZDV DOVR UHDFKHG LQ DQG WKHQ VWDUWHG D
GRZQZDUGYVY WUHQG DOWKRXJK DJDLQ D VSLNH ZDV REVHUYHG LQ ,W FDQ EH VHHQ WKDW WKH
HITHFWLYH H[SHFWHG ORVV LV ORZHU WKDQ WKH UHJXODWRU\ ORVV H[FHSW LQ WKH SHULRG

6HFXULWLVDWLRQV

$WUDGLWLRQDO VGIEIXHUWIL\DDWKR®Y LW HQWDLOV WKH HFRQR
H[SRVXUHV WR D VHFXULWLVDWLRQ VSHFLDO SXUSRVH EL

3XUVXDQW WR 5HJXODWLRQ (8 DPHQGHG E\ S5HYRO6PYW4HWBOHV(dVVXHG E\ WKLV EDQN UHSUHVHQW QR SD\F
VHFXULWLVDWLRQ LV GHILQHG DV D WUDQVDFWLRQ RU VFKRNMWEWKWLBQRWKH FUHGLW ULVN DVVRFLDWHG ZLWK
DQ H[SRVXUH RU SRRO RI H[SRVXUHV LV GLYLGHG LQWR WZRERY PRYH R G & R GHR W@ WL KRR VAW UDEQHy pE 1 U W

WUDQFKHV ZKLFK KDYH ERWK Rl WKH IROORZLQJ FKDUDFWHRULBWLEM RODO VHFXULWLVDWLRQ WUDQVDFWLROV
3D\PHQWV LQ WKH WUDQVDFWLRQ RU VFKHPH DUH GHSHREHQMF XSRW LYW LRYUDFWARRMN REMHFWLYHV

WKH H[SRVXUH RU SRRO RI H[SRVXUHV

"XULQJ FHUWDLQ \HDUV WUDGLWLRODO VHFXULWLVDWLRQV
7KH VXERUGLQDWLRQ RI WKH WUDQFKHV GHWHUPLQHV WKHWKL ¥ WE LEXYE-RD RO W G WK S PR XMW BR0I WHUP 7KL\
RQJRLQJ OLIH RI WKH WUDQVDFWLRQ RU VFKHPH WKH UHPDLQLQJ ILQDQFLQJ DQG FDSLWDO LQVWUXPHQWYV

7KH DVVHVVPHQW RI WKHVH FKDUDFWHULVWLFV WR GHWHYKEROH VAKHHIWRPRYUNWWNUH LV D VHFXULWLVDWLRQ
WUDQVDFWLRQ ZLOO EH FDUULHG RXW DFFRUGLQJ WR ODZ ,QRGyRRpYKREMARMRRHT rXEM PRI BOWREG KDV EHHQ W
WUDQVDFWLRQ PDQDJLQJ WKH EDODQFH VKHHW DV D VRXUFH RI OLTXLGLW\

$VIQWKHWLF VHFKXV LDV WUDWQVDFWLRQ LQ ZKLFK WKH FUHG LW DSILWD PvPE PLIGIRE QW WHR RQ DWKKR¥JK WKH WUDQVIHU RI U
DQG WUDQVIHUUHG WKURXJK WKH SXUFKDVH Rl FUHGLW SURWHFWLRQ RQ WKH VHFXULWLVHG H[SRVXUHYV
HLWKHU WKURXJK WKH XVH Rl FUHGLW GHULYDWLYHV RU JXDUDQWHHYV
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JXQFWLRQV SHUIRUPHG E\ WKH *URXS LQ VHFXULWLVDWLURDXLSBIRAHYNVWHN DIDYR KBHIYWHAWHIWRRP WKH YLHZSRLQW RI WKH
LOQYROYHPHQW %DQNLQWHU VLQFH DV DOUHDG\ H[SODLQHG LQ WKLV FKD

7TKH %DQNLQWHU *URXS LQWHUYHQHV LQ VHFXULWLVDWLRQ LRQSYHFﬂJVDVWLﬁ?%\Q; BE/V\H_QYLRVYJ\LJLQDWRU SDUWLFLSDWLQJ LQ
WKH LQLWLDO DJUHHPHQW WR FUHDWH WKH REOLJDWLRQVS$RARZRWHQWIEROL REDQ NDHWFIXRIQ W IRMDW K R QG B EWVIRYUL VR WU

SRWHQWLDO GHEWRU DQG JLYLQJ ULVH WR WKH VHFXULWLVI?l\éVI_‘_Fi:(?JNMVJ(Q—bHJ&Sg&EHG E\ WKH %DQONLQWHU *URXS LQ W

,W DOVR SDUWLFLSDWHY DV D FRXQWHUSDUW\ LQ SD\PHQW LRIWX FRQW/\J D EQ/FO X Q GQD GIP\L DH WWMUHDRAXRIUWRIVIDWH RQV  DUF
ORDQV DQG FRXQWHUSDUW\ LQ DQ LQWHUHVW UDWH VZDS PR@WXDDFRRIRUROHGWHG VHERQEWDLUDWLRWYHROCGWVEDQG LQ
YLUWXH RI ZKLFK WKH IXQG ZLOO PDNH SD\PHQWV WR % DIGN RQWBW LRIO EROWWING R/ S\HEW URFD B UBIQ¥R EH IRXQG LQ
LQWHUHVW UDWH IRU SDUWLFLSDWHG PRUWJDJH ORDQV DRRX VR LFKGRDWQMG! USPLOWFL DVODOW D @\NMAH QAN ® PDMBQVIHUV R

SDIPHQWYV WR WKH IXQG FDOFXODWHG RQ WKH UHIHUHQFH L&I—Y\O\II-IIPI{'GV\W %\9I-V|Vé_| Yﬂi‘l\JN lIﬂDUOE§8S\XILQJ FUHGLW ULVN ZHLJKWE
6LQFH WKH VWDUW RI LWV VHFXULWLVDWLRQ DFWLYLW\ WDBDHFWILDQWLGWHU *URXS KDV PDLQWDLQHG DGHTXDWH

ULVN PDQDJHPHQW VWDQGDUGY LQ UHVSHFW RI WKH VHEXU VHG WU D \LQJ WKH V
JUDQW PRQLWRULQJ DQG UHFRYHU\ FULWHULD IRU VHqu'%%H\%*ﬁo'g%ggégwé%@éjm%%ﬁ&%%@xﬁﬁ@@v%@uLQJ WKI

GLILHG E
WUDQVDFWLRQV WKH VHFXULWLVDWLRQ H[SRVXUHV PDLQWDLQHG E\ WKH ,C
%DQNLQWHU GLG QRW PDNH DQ\ QHZ LVVXHV LQ QRU KDNHEXW DW GHBWR B Q X EWVIPLHZRW N G K\OWGBDIEHOMVB®BHG LQ FDSLWD

SRVLWLRQV LQ LWV H[LVWLQJ LVVXHV 6LQFH WKH VWDUW \RH FXW Y WLH/AXWILRQ. \HD SVRYRXQU B ¥ VY IL OIONE H YN\DUHNDLVY MG D WK DIVW K H )\

\F/)VI?JLDQQVY/DDII:%\/HL?QQV\\//KH VDPH ULVN PDQDJHPHQW VWDQGDUGYV I%HJB’(%B\/&/L'_H:&UL(&VLVHG DQGDIQI-FEC?G\{%F]XMLVIHDGSLWDO UHTXL

VHFEXULWLVDWLRQ FDPH LQWR IRUFH RQ -DQXDU\ 7KLV
IDWXUH RI WKH ULVNV LOKHUHQW WR VHFXULWLVHG DVVHWWRI PHWKRGV IRU FDOFXODWLQJ WKH DPRXQWYV RI ULVN Z}

7KH VHFXULWLVDWLRQ DFWLYLW\ FDUULHV ZLWK LW D VHUng‘\:/%l\(/\'[%\?\%%L%%V%&'VUVMQEQLV\V%H% RDKYLI-I_'HHgﬁIfJ\F)\éV I_GI?QV\(/HUPL

IRU RULJLQDWRU DQG LQYHVWRU LQVWLWXWLRQV 7KH PDLQ NV DUH

0
&UHGLW ULVN 7KLV LV WKH PDLQ ULVN WKDW LV WUDQVIHU%(Q%MI%% %U§zg}gHvaRF@g€%ﬁ%&%@WR%iV&/ LQ 3
WKDW KDYH DFTXLUHG VHFXULWLVHG DVVHWYVY 7KLV ULVN R XU\}' Wb H S PV¥| |_{N & ’ I-{

WKH ERUURZHU GRHVY QRW PHHW WKHLU FRQWUDFWXDO R& O&(D WE PG\S IRRHIMEENHL /K M/ 6 H& S, B%PH @ WWIKQR G PD\ QRW EH X
GXH WLPH DQG IRUP 7KLV QRQ FRPSOLDQFH UHVXOWYVYV LWKMWKHE EBSPHWRRQWLRIDMFRWWGDQFH ZLWK $UWLFOHV

XQGHUO\LQJ DVVHW RI WKH VHFXULWLVDWLRQ SRVLWLRQYV RGU(%(JQ‘SQ%DSSWIS'gSU:R(D-lFUH WKH 6(& 6$ DSSURDFK FDQQRW EH

B3UHSD\PHQW ULVN 7KLV ULVN LV DVVRFLDWHG ZLWK DQ HDWE&DOBGHMHS WKRIQ6 R {BR$ PGSHRDFKQUQ DFFRUGDQFH Z1
DVVHWY HLWKHU SDUWLDO RU WRWDO :LWK WKLV UHSD\PRIQW LREW RIHBRYVPWWKQVYWQY RIHWKHFW Rl ZKLFK DQ L

VHFXULWLVDWLRQ SRVLWLRQV LV UHGXFHG ZKLOH WK FR F P ULW)\ | XQ U Q
VHEXULWLYDWLRQ SRVLY IEPRYIRESIRG FONA R Y HRE IR bssurorx w

%DVLY ULVN %DVLV ULVN H[LVWV ZKHUH WKH VHWWOHPH HV W V. RI V v

DVVHWY GR QRW PDWFK WKH LQWHUHVW UDWHV RI WK @Y ?: ég@é%ﬁ%ﬁ& W, %gx V9 g1 E&/\\/N ZHLJKWH
ULVN LW LV FRPPRQ WR XQGHUWDNH LQWHUHVW UD V@\Elﬁ? \g% Y k'ﬁ KDW ZKLFK
VZDS 7R PLWLJDWH WKLV ULVN DOO %DQNLQWHU V E’ WLk 3€§ }_LK‘ HFHGVIRF FXULWLVHG
EDVLV VZDS 7KH ,QVWLWXWLRQ FORVHO\ PRQLWRUV WKH FUHGLW ULVN W
JLTXLGLW\ ULVN )URP WKH YLHZSRLQW RI WKH RULJ %b\é&gﬁ}?%@@{&iﬁ%ﬂwwdw&ﬁ@\w@%g@ FRRXU FDQ GLUHFWQO
VHFXULWLVDWLRQ SURFHVV ZKLFK FRQVLVWV RI FRQYM Y B I DA WP W & EYKVERERQEROG RQ LWV
WR EH WUDGHG RQ VHFRQGDU\ GHEW PDUNHWY ZKLFK DUH RUJDQLVHG ILQDQFLDO PDUNHWV

%DQNLQWHU LV KDUGO\ DIIHFWHG E\ WKLV ULVN DV LW GRHV QRW KDYH VHFXULWLVDWLRQV RI
SURPLVVRU\ QRWHYV RU DGGLWLRQDO OLQHV RI OLTXLGLW\
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5DWLQJ DIJHQFLHV XVHG

7KH UDWLQJ DJHQFLHV WKDW KDYH EHHQ LQYROYHG LQ WKH LVVXHV RULJLQDWHG E\ %DQNLQWHU DUH 6 3
ORRG\ V)DWEBK

,Q DOO VHFXULWLVDWLRQ IXQGY WKH DJHQFLHVY KDYH HYDOXDWHG WKH ULVN RI WKH HQWLUH LVVXH VWUXFWXUH
,VVXLQJ UDWLQJV IRU DOO ERQG WUDQFKHV
(VWDEOLVKLQJ WKH YROXPH RI FUHGLW HQKDQFHPHQWYV
(VWDEOLVKLQJ WKH QHFHVVDU\ WULJJHUYV

,Q DOO LVVXHV LQ DGGLWLRQ WR WKH LQLWLDO UDWLQJ WKH DJHQFLHV UHJXODUO\ PRQLWRU WKH EHKDYLRXU RI
WKH XQGHUO\LQJ DVVHWY DQG RI WKH IXQG VWUXFWXUH LQ RUGHU WR XSGDWH WKH ERQG UDWLQJY WR WDNH
LQWR DFFRXQW DQ\ LPSURYHPHQW RU GHWHULRUDWLRQ LQ WKH OHYHO RI FUHGLW ULVN

6HFXULWLVDWLRQ DFWLYLW\ LQ WKH *URXS

$V RI '"HFHPEHU WKH *URXS KDV WZR RXWVWDQGLQJ WUDGLWLRQDO VHFXULWLVDWLRQ
WUDQVDFWLRQV RQ LWV EDODQFH VKHHW 1RWH RI WKH *URXS V DQQXDO ILQDQFLDO VWDWHPHQWY GHWDLOV
WKH WUDQVIHUV RI ILQDQFLDO DVVHWV WKURXJK VHFEXULWLVDWLRQV 7KH *URXS GRHV QRW DFW DV VSRQVRU
IRU DQ\ VHFXULWLVDWLRQ LVVXH

7KH IROORZLQJ WDEOH VKRZV WKH RXWVWDQGLQJ EDODQFHV RI DVVHWY XQGHUO\LQJ WKH VHFXULWLVDWLRQ
LVVXHV RULJLQDWHG E\ WKH ,QVWLWXWLRQ E\ DVVHW FODVV
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6HFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ ERRN 6(&

D E F G H | J
7TUDGLWLRQDO 6\QWKHWLF
676 1RQ 676
21 ZKLFK VLPQLILFDQW 2] ZKLFK VLPQLILFDQW 21 ZKLFK VLPQLILAEQNR WD O
WUDQVIHU RI ULVN WUDQVIHU RI ULVN WUDQVIHU RI ULVN
5HWDLOHUV WRWDO é é é é
ORUWJDJH RQ UHVLGHQWLDO UHDO HVWDW¢ é é é
&UHGLW FDUG B 6 6 6 6 6 6
2WKHU UHWDLO H[SRVXUH é é é é é é é
S5HVHFXULWLVDWLRQ é é é é é é
:KROHVDOH WRWDO Rl ZKLFK é é é é é é
&RUSRUDWH ORDQV é é é é é é
ORUWJDJH RQ UHVLGHQWLDO UHDO HVWDW¢ é é é é é
/HDVHVY DQG UHFHLYDEOHYV é é é é é é
2WKHU ZKROHVDOH H[SRVXUHV é é é é é é
5HVHFXULWLVDWLRQ é é é é é é
JLIXUHV LQ WKRXVDQGV RI H
"XULQJ ILQDQFLDO \HDU %DQNLQWHU JHQHUDWHG QR VHFXULWLVDWLRQ WUDQVDFWLRQV DQG

WKHUHIRUH QR SURILW RU ORVV KDV EHHQ UHFRJQLVHG IRU WKLV DFWLYLW\ 7KH *URXS DOVR KDV QR
DVVHWY SHQGLQJ VHFXULWL]DWLRQ

$W \HDU HQG WKH VHFXULWLVDWLRQ ERQGV LVVXHG E\ VHFXULWLVDWLRQ IXQGY DFTXLUHG RU
UHWDLQHG E\ WKH *URXS DUH LQFOXGHG RQ WKH OLDELOLWLHYV VLGH RI WKH EDODQFH VKHHW UHGXFLQJ WKH
DPRXQW RI WKH FRUUHVSRQGLQJ LVVXHV XQGHU '"HEW VHFXULWLHYV LVVXHG DV GHWDLOHG LQ QRWH

WR WKH *URXS V ILQDQFLDO VWDWHPHQWY 7KHUH ZHUH WKHUHIRUH QR VHFXULWLVDWLRQ SRVLWLRQV LQ WKH
JLQDQFLDO DVVHWYV KHOG IRU WUDGLQJ SRUWIROLR DW WKH HQG RI WKH UHSRUWLQJ SHULRG

7KH WDEOHV EHORZ SURYLGHV GHWDLOV RI WKH VHFXULWLVDWLRQ SRVLWLRQV KHOG RQ WKH VWDWHPHQW RI
ILQDQFLDO SRVLWLRQ LQ ZKLFK WKH ,QVWLWXWLRQ DFWV DV RULJLQDWRU DQG IRU ZKLFK WKH VLIJQLILFDQW DQG
HITHFWLYH WUDQVIHU RI ULVN UHTXLUHPHQW LV PHW GLVWULEXWHG E\ WKH ZHLJKWLQJ DVVLIJQHG EDVHG RQ
WKH FUHGLW TXDOLW\ RI HDFK SRVLWLRQ
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6HFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ ERRN DQG UHODWHG UHJXODWRU\ FDSLWDO UHTXLUHPHQWY ZKHQ WKH L

D E F G H | J K L M N (¢} P Q R S T

([SRVXUH YDOXHV E\ UDQJHV RI ULVN ZHLJKWS/RE MG MRPWDLARHWV E\ UHIJXODWRU\ DSSORDEK UHIJXODWRU\ DSSURDFK &DSLWDO UHTXLUHPHQW DIWHU WKH PDJ[LI

6(& (5%$ 6(& (5%$
_HLJKWLQJ'HLJKW CHLIKW  :HLJKW :HLJKW LQFOXGLQJ THLIKW LQFOXGLQJ CHLIKW
: i DQG ! DQG ! DQG 6(& ,5%%6(& (5%%$6(& 6$ &DSLWDO(& ,5%$ LQWHUQHO& 6% 6(& ,5%%$ LQWHUQO& 6%
GHGXFWLRQV GHGXFWLRQ DVVHVVPHQW GHGXFWLRQV DVVHVVPHQW GHGXFWLRQV
DSSURDFK DSSURDFK

7TRWDO H[SRVXUHYV

7UDGLWLRQDO RSHUDWLRQV

bb6HFXULWLVDWLRQ

bbb5HWDLO

bbbbb2l ZKLFK 676

:KROHVDOH

bbbbb2l ZKLFK 676

bb5HVHFXULWLVDWLRQ

6\QWKHWLF RSHUDWLRQV

bb6HFXULWLVDWLRQ

bbb5HWDLO XQGHUO\LQJ

bbb:KROHVDOH

S5HVHFXULWLVDWLRQ

JLIXUHV LQ WKRXVDQGYV

$W WKH HQG RI ULVN ZHLJKWHG DVVHWY DPRXQWHG WR WKRXVDQGY RI HXURV YV
WKRXVDQGVY RI HXURV ODVW \HDU 7KH YDULDWLRQ LV PDLQO\ GXH WR WKH DPRUWL]DWLRQ RI WKH

%DQNLQWHU )7% I1XQG DQG WR FKDQJHV LQ WKH ,5% PRUWJDJH PRGHO WKDW LV DSSOLHG WR FDOFXODWH

WKH PLQLPXP FDSLWDO UHTXLUHPHQWYV RI WKH VHFXULWL]HG SRVLWLRQVY DQG WKDW DFWV DV D FHLOLQJ

%HORZ LV D WDEOH VKRZLQJ D EUHDNGRZQ E\ W\SH Rl H[SRVXUH RI WKH VHFXULWLVHG RXWVWDQGLQJ
EDODQFH WKH YROXPH RI WUDQVDFWLRQV LPSDLUHG DQG LQ GHIDXOW DQG WKH ORVVHV UHFRJQLVHG LQ WKH
\HDU

HXURV
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([SRVXUHV VHFXULWLVHG E\ WKH EDQN ([SRVXUHV ZLWK GHIDXGWE DQ® (D&M XKW RHQ WD 4 RRJ

VSHFLILF FUHGLW ULVN 6(&
5HIDUGLQJ RSHUDWLRQV LQ FDSLWDO PDUNHWY JXDUDQWHI

D LOQFOXGHG LQ WKH FODXVHV RI WKH FRUUHVSRQGLQJ ILQDC

E F
W%%%V@TJME%Y WKDW %DQNLQWHU SHUIRUPV ZLWK LWV FR
SRVXUHV VHFXULWLVHG E\ WKH EDQN D
( RULILODWRU RU vSROVRU SN 10 HHPHQWYV ,6'$ RU &02) ZKLFK LQFRUSRUD)
S WUDQVDFWLRQV ,Q DGGLWLRQ %DQNLQWHU KDV HQWHUHG
R

7TRWDO QRPLQD TEWDb o SPRxoW RPDMRULW\ Rl WKH FRXQWHUSDUWLHV ZLWK ZKLFK LW RSHUL
e I FVUV\Il-iPGH(S:g/ WKHU WKH UHFHSWLRQ Rl FROODWHUDO WR VHFXUH WKH
H[SRVXUHNMPDIGHKG XU QJ WK QWULEXWLRQ RI FROODWHUDO WR WKH FRXQWHUSDUW\ W
GHIDXOW  SHULRG GHSHQGLQJ RQ KRZ WKH WUDQVDFWLRQ LV VHWWOHG
7RWDO H[SRVXUHV 7KHVH PLWLJDWLRQ WHFKQLTXHV QHWWLQJ DQG &6%V Gt
SHWDLOHUV WRWDO H[SRVXUH
bbORUWJDJH RQ UHVLGHQWLDO UHDO HVWDWH
bb&UHGLW FDUGYV
bb2WKHU UHWDLO H[SRVXUH
SBSAVHFXULWLVDWLRO &ROODWHUDO LV FRQVLGHUHG WR EH DVVHWV WKDW VHFXUL
~RGIVDORUv WRWDO E\ WKH FXVWRPHU RU E\ D WKLUG SDUW\
bb&RUSRUDWH ORDQV ,Q DFFRUGDQFH ZLWK WKH 5HJXODWLRQ WKH IROORZLQJ P
bbORUWJIDJH RQ UHVLGHQWLDO UHDO HVWDWH WHFKQLTXHY DPRQJVW RWKHUV

bb/HDVHVY DQG UHFHLYDEOHYV

bb2ZWKHU ZKROHVDOH H[SRVXUHV &DVK RQ GHSRVLW ZLWK RU LQVWUXPHQWY VLPLODU W

bb5HVHFXULWLVDWLRQ '"HEW VHFXULWLHV LVVXHG E\ FHQWUDO JRYHUQPHQYV

JLIXUHV LQ WKRXVDQGV Rl HXURV VHFXULWLHY KDYH D FUHGLW DVVHVVPHQW E\ DQ (&%, R

'"HEW VHFXULWLHYVY LVVXHG E\ LQVWLWXWLRQV ZKHL
DVVHVVPHQW E\ DQ (&%, GHWHUPLQHG WR EH DVVRFLD

YH
2Q 'HFHPEHU %DQNLQWHU GRHVY QRW DFW DV LQYHVWRU LQ DQF\ VHFXULWLVDWLRQ WUDQVDFWLRQ
(TXLWLHV RU FRQYHUWLEOH ERQGYV WKDW DUH LQFOXG

,QIRUPDWLRQ RQ FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV igrpog

3QHGIHG HLQDQFLPO DVVHWY DUH DVVRFLDWHG WKURXJK D
JXDUDQWHHLQJ WKHLU DYDLODELOLW\ LV EORFNHG 7KH ,7
7LWOH ,, &KDSWHU RI 5HIXODWLRQ (8 PRGLILHGDEFWVEHYRARDWLRIQWK#HVH SRVLWLRQV DW PDUNHW SULFHV

HVWDEOLVKHV WKH DGPLVVLEOH FUHGLW ULVN PLWLJDWLRQ WHFK LTXHV L§ UHGXFLQJ WKH FUHGLW ULVN FDSLWD

FKDUJH DQG FDOFXODWLQJ WKH PLWLJDWLQJ HITHFW WKHVH PRQ&(& %DHUWO\ LgHRFé(?NBQ MW YR @ NOF FRIM B E VE WBORLQV

3UXGHQFH LV WKH KDOOPDUN RI %DQNLQWHU *URXS V OHQGLQJ SROLF\ FUHGLW JUD% J FULWHULD DUH

EDVHG RQ WKH FXVWRPHU V YHULILHG VROYHQF\ DQG FDSD *EW\PWFE WIPNH SHBBEMP Yo UR R% WY BDVHG RQ LQGH

UHDOLVWLF SD\PHQW SODQ DQG WDNLQJ RQO\ RUGLQDU\DPS)@\H/\PF%HQQ FBERPRLHY WRY H RY %FH I Gy LRGLFDOO\ IUR

7UDQVDFWLRQ JXDUDQWHHYV DUH RQO\ FRQVLGHUHG D VHFR@V DPIWV'?(FP RY QY FHVV LV FRPSOHWHO\ LQGHSHQ(
V FHQWUDOLVHG SURFHVV WKH DSSUDLVDO FRPSDQLHV

‘LWK UHVSHFW WR WKH LPSOHPHQWDWLRQ DQG PDQDJHPHQWD{)G]IXIDUQIQFW?HJPG\L(ERUWUNQH MNQUD QUYEWRLWOQRJIRI DQ\ JLYHQ
FUHGLW ULVN H[SRVXUH %DQNLQWHU *URXS V VROLG SUBWNWVNWGHERA\VEUHHWHKOW DWSHKD IRRDYGH B R IS DIOL H V
HITHFWLYH

JLIOODU  'LVFORVXUHV 5HSRUW



,Q DFFRUGDQFH ZLWK WKH ULVN SROLF\ PRUWJDJHG DVVHWV PXVW EH ORFDWHG LQ FRQVROLGDWHG XUEDQ
DUHDV ZKHUH WKH SURSHUW\ PDUNHW KDV VLJQLILFDQW VXSSO\ DQG GHPDQG VR DV WR DOORZ VDOHV WR

EH SURFHVVHG TXLFNO\ ZKHUHUMVDBFSHOVDW\WRKERWK KRPHV DQG WR

FRPPHUFLDO SUHPLVHV DQG RIILFHV XVHG WR VHFXUH FUHGLW ULVN 2QFH D WUDQVDFWLRQ LV IRUPDOLVHG

WKH PRUWJDJH SURFHVY LQ SODFH DW %DQNLQWHU HQVXUHV WKDW WKH FROODWHUDO LV FRUUHFWO\ UHFRUGHG
LQ D SXEOLF GHHG DQG WKDW WKH GHHG LV HQWHUHG LQ WKH FRUUHVSRQGLQJ UHJLVWU\ ,Q DGGLWLRQ
SURFHVVHYV DUH LQ SODFH WR SHULRGLFDOO\ XSGDWH WKH DSSUDLVDO YDOXHV WKURXJKRXW WKH OLIH F\FOH RI
WKH SURGXFW FRYHULQJ WKH ULVN RI YRODWLOLW\ LQ WKH UHDO HVWDWH PDUNHW DQG DOORZLQJ IRU DGHTXDWH
FRYHUDJH RI WUDQVDFWLRQV DV IURP IRUPDOLVDWLRQ RI WKH ORDQ XQWLO PDWXULW\

,Q RUGHU WR UHGXFH FUHGLW ULVN RQ LWV WUDQVDFWLRQV %DQNLQWHU *URXS DOVR XVHV PRQHWDU\
GHSRVLWV IL[HG LQFRPH VHFXULWLHY DQG HTXLWLHV WUDGHG RQ RIILFLDO PDUNHWY DQG LQYHVWPHQW
IXQGY ZLWK SULRULW\ JLYHQ WR OLTXLGLW\ RI WKH FROODWHUDO SURYLGHG

2YHUYLHZ RI FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV GLVFORVXUH RI LQIRUPDWLRQ RQ WKH XVH RI
FUHGLW ULVN UHGXFWLRQ WHFKQLTXHV &5

8QIJXDUDQWXBIGDQWHHG
FDUU\LQJ DPBXQWQJ OPRXQW
21 ZKLFK 21 ZKLJFK
21 ZKLFIK VHFXUH|G MHFXUHG E\
VHFXUH|G EAQDQHLDO FUH|GLW
FROOD '\/HNDODQWHCHN’ULYLWLYHV
D E F H |
/IRDQV DQG DGYDQFHYV
'"HEW VHFXULWLHV
é é é

7TRWDO

21 ZKLFK QRQ
SHUIRUPLQJ H[SRVXUHV

(8 21 ZKLFK ZLWK GHIDXOW

JLIXUHV LQ WKRXVDQGV RI HXURV

&UHGLW GHULYDWLYHV KHGJLQJ FDUULHG RXW PDLQO\ WKURXJK &UHGLW 'HIDXOW 6ZDSV &'6 LV QRW
FRPPRQ LQ WKH *URXS V RSHUDWLRQV ZLWK QR WUDQVDFWLRQV H[LVWLQJ DV RI '"HFHPEHU

JRU PDQDJHPHQW SXUSRVHV WKH %DQNLQWHU *URXS KDV HVWDEOLVKHG ULVN FRQFHQWUDWLRQ OLPLWYV
WKDW DUH VLIJQLILFDQWO\ PRUH VWULQJHQW WKDQ WKRVH UHTXLUHG E\ UHJXODWLRQ

'XH WR WKH %DQNiV ULVN PDQDJHPHQW SROLFLHVY DQG VHWWOHPHQW DQG FROODWHUDO DJUHHPHQWYV
HOWHUHG LQWR ZLWK YLUWXDOO\ DOO FRXQWHUSDUWLHY WKHUH LV QR UHOHYDQW FRQFHQWUDWLRQ RI ULVN
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JLQDQFLDO|OLDELOLOWTLHYV
7KH\ DUH LVVXHG ZLWK DQ LOWHQWLRQ WR UHSXUFKDV
7KH\ DUH VKRUW VHFXULWLHV SRVLWLRQV

ODUNHW ULVN UHODWHV WR WKH SRVVLELOLW\ RI VXIIHULQJ ORVVHV GXH WR FKDQJHV LQ WKH YDOXH RI

SRVLWLRQV KHOG LQ WKH WUDGLQJ ERRN 7KLV ULVN DULVHV PURMHK DY iH§DLUWNVWRKIHD | MR RWMQ ILGIHNVAWID E®R PRG PDQDJ

LQWHUHVW UDWH H[FKDQJH UDWH HTXLWLHV DQG FRPPRGLWLHVIRU ZKLFK WKHUH LV HYLGHQFH RI D UHFHQW SDWWHUC

7LWOH ,9 RI 5HJXODWLRQ (8 GHWDLOV WKH FDOFXODWKKO RYHyRHYLKRYEMD vL QYWY MRHQWY WKDW GR QRYV

UHTXLUHPHQWY IRU PDUNHW ULVN LQ WKH WUDGLQJ ERRN JXDUDQWHH FRQWUDFWY DQG KDYH QRW EHHQ GHVLJQL
7KH PHUH IDFW WKDW D ILQDQFLDO OLDELOLW\ LV XVHG WR |

'LIIHUHQFHV LQ $VVHWV KHOG IRU WUDGLQJ IRU WWH 1So*dJ BR Y. B ¥ oG bild IXEDHWLRIKRLY FDWHJIR U\
(8 RQ SUXGHQWLDO UHTXLUHPHQWYVY IRU FUHGLW LQVWLWXWLRQV DQG
LQYHVWPHQW ILUPV &KDUDFWHULVWLFV RI WKH ULVN PDQDJHPHQW V\\

,Q DFFRUGDQFH ZLWK WLWOH , FKDSWHU RI 5HIXODWLRQ %DQNLQWRUWHRXXIWRHRD QS RY OLDHENMUY HQWUXVWYV WKH
DQG RI WKH &RXQFLO WKH WUDGLQJ ERRN PHDQV DOO SRENWOROPFWRRQ RDQEHKO OU QN WWKRHRBWYNDIQG ILQDQFLDO P
FRPPRGLWLHV KHOG E\ DQ LOQVWLWXWLRQ HLWKHU ZLWK WUSXGULLR VH WiH@WH RWUDG IRQIGEHXNVWERHKNGUW WRVRSWRRIVVH WKH
KHOG ZLWK WUDGLQJ LQWHQW WKH PRVW DSSURSULDWH ILQDQFLDO LQVWUXPHQWY DW D

7R WKDW HQG WKH UHJXODWRU\ WUDGLQJ ERRN GHILQHG ENIHERRIHWRYHIARKE #FROWD OV WKW VMW LR Qv

PDQDJHG IURP WKH *URXS V WUDGLQJ URRP E\ WKH 7UDGLQAK$U Hm DR MO @ QWKHPX PR QVWKH WKRGWAVMKRXOG JHQHUDOC
IRU D SURILW KHGJHG E\ ILQDQFLDO GHULYDWLYHV 7KH ULVN WKDW PD\ D

JRU DEFRXQWLQJ SXUSRVHV WKH SRUWIROLR RI )LQDQFLD@F @ %/kMO%VngE'@gQQ@@BW&\%SB \N?%ﬁ‘nﬂ?&blﬁj Rieg HY LQ A
WKH DFWLYLW\ RI D VSHFLILF EXVLQHVV DUHD EXW UDWKHug 2 RIWERBE w?BYWEY L wWMWRTY VvH RpULFH
LQ FXUUHQW DFFRXQWLQJ UHJXODWLRQV QDPHO\ &LUFXO0D ZKLFK FDPH LQWR HIIHFW RQ

-DQXDU\ DQG VXEVHTXHQW PRGLILFDWLRQYV 7KH *URXS XVHV ILQDQFLDO GHULYDWLYHV WUDGHG RQ R

JQ/ VVV'I-(I; L,F W §:|?<U \/ ERWK LQ L\
LR i UKH QRWHY WR WiH FROUROLGDWHS 1LQDQF LD, Y Rl S G b LR iR e v

ORVV KHOG IRU WUDGLQJ $V LQGLFDWHG DVVHWV DUH LQFRIXGH B XBKWO® NHK/H SERXN WA HRWW ARGE BURKBRYWHQY HRULQ RUGHU V
WKHLU PDQDJHPHQW LV WR PDNH FDSLWDO JDLQV IURP WKHLUQYQ®HDRJ DWWHAMWR DQG OLDELOLWLHV RU EHQHILW IURP FI

- H F QD VALLLH H VVLI
'LWKLQ WKH SRUWIROLR RI ILQDQFLDO DVVHWYV DW IDLU YDié\ZRU g@gﬁ@’ é/?l&/w @&Qg&vg I@@@é@lé%% d&(iw}% \&%RHFWU
WUDGLQJ SRUWIROLR PXVW QHFHVVDULO\ LQFOXGH DOO DVV é’e\%ﬂé R%“E%J ’K% ﬁ)% EQgi }pR \\’W?léj Bowhe 1LoDOF
JLODQFLDO DVVHWV

'"HULYDWLYHYV ZLWK DQ DFWLYH PDUNHW DUH PHDVXUHG EDV
7KH\ DUH RULJLQDWHG RU DFTXLUHG IRU WKH SXUSRVHRRJ HHOHBWILRQDWKHP DWVYRWKH WKRUW ™MKHRWPH G SULFH FDQQRYV

7KH\ DUH SDUW RI D SRUWIROLR RI LGHQWLILHG ILQDP%gég%VQ\WV@U\Qgﬁ&W\)/(VVVl?DY/VVRD%IﬁDgéBBJII-lf(?DQFLDO GHULYDA
WRIJHWKHU IRU ZKLFK WKHUH LV HYLGHQFH RI D UHFHQV\y WWHUQ RI VKRUW WHUP SURILW WDNLQJ
%

Q 0o\ D |_ *URXSI % Rl '"LUHFWRUV DSS
7KH\ DUH GHULYDWLYH LQVWUXPHQWYV WKDW GR QR\%ME g/ WK H L%Q&/W Fﬁi’ E
JXDUDQWHH FRQWUDFWY DQG KDYH QRW EHHQ GHVLJQ HéGB 6%1—?%9%%%] VYP Lé\}l}élz’ Qb\\/ (;Q%.:JJFS&XFW DQG PDUNHW I

7KH )LQDQFLDO OLDELOLWLHY KHOG IRU WUDGLQJ SRUWIROLR PXVW LQFOXGH DOO ILQDQFLDO OLDELOLWLHYVY WKDW KD
DQ\ RI WKH IROORZLQJ FKDUDFWHULVWLFV

JLIOODU  'LVFORVXUHV 5HSRUW



7KH ODUNHW S5LVNV $UHD ZKLFK UHSRUWV WR WKH 5LVN LYIZIQQIXQQBBMEJHHQ'G(HLQJ\MGHQWDNXRJU DUNHW ULVN
PRQLWRUV DQG FRQWUROV WKH ,QVWLWXWLRQ V PDUNHW ULV DQG WKH OLPLWY HYWDEQLVKHG E\ WKH %RDUG

7R WKDW HQG YDOXH DW ULVN 9D5 LV FDOFXODWHG XVUPR BLQWWRiSYﬁMdN'6UP\k\MBQ/(ER G L\ W& DDSSU DFK IRU FDOF
FRQILGHQFH OHYHO DQG D WLPH KRUL]JRQ RI RQH GD\ 7kKLVIEHEIHBDIWVL R YR VIYW B Wil & D&y P BRI XWPPAWLRQ (8

SRWHQWLDO ORVVHV UHVXOWLQJ IURP FKDQJHV LQ WKH YD@XH RI wWk® tﬁﬁ YQDQRY L LWQS\W'E VPP WHRQ VKDUH
DVVHWV DQG WUDGLQJ SRVLWLRQV ZKLFK PD\ RFFXU DV f%%M&WWLRWNFQIy'?JWVHL%%% F'R' YWDUHKROGHUV t
LQWHUHVW UDWHV H[FKDQJH UDWHV FUHGLW VSUHDGV RU \RWREN @ B URHRR S YHYW 1IBR & KR YR FRIBRAR & F KLY VHHPHN

PRYHPHQWYV WKDW KDYH RFFXUUHG LQ WKH ODVW  PRQWKV g %DONLOWHU KDG QR H[SRVXUH WR FRPPRGLWLHV |

7KLV PHWKRG UH HYDOXDWHV DOO WUDGLQJ SRVLWLRQV LG'hgKRQdH UM @P ¥ pRIAMRY YHRS QIR L BE T RRFGLQAA\Q XQGHU 71
HYHU\ GD\ GXULQJ WZHOYH PRQWKV EHIRUH WKH FDOFX0DWFRLIHWHQWNvR U Hée Wi FRIQYF SkWiH GH B YoWKH VY WISHY R
HFRQRPLF WHUPV WKH VFHQDULR FRUUHVSRQGLQJ WR D gv H{RWDEH UK G QYHYNWEH LY MMDWKR 9MRXODWLRQ VKDUH
HVWDEOLVK DOO WKH OLPLWYV ULVN DUH WKH VXP Rl WKH VKDUHKROGHUV HTXLW\ UHTXLU}
7KH 9D5 OLPLWYV DUH DSSURYHG DQQXDOO\ E\ WKH %RDUG RIWVUBEWRAR Q\ ik G @il RYW (AQR 'EBI%EW\/L@%ML%XPHQWV LQ 3
WKH \HDU UHPDLQHG ZLWKLQ DQG GLG QRW H[FHHG WKH PH EE%PGﬁ'é’éYdJSVsuW?ﬂd) 'ﬂ%ﬂ %ﬁDLLPG YRIOXH RI"WKH SRUWIRO

'LUHFWRUV DQG WKH DVVHWV DQG OLDELOLWLHV FRPPLWW HA LDQJ"I—lvsst-ﬂFL'-Fibﬁ_ry % & g M xR WY AHB R Py FKDQJI
RI XVH RI WKHVH OLPLWV WKURXJK VSHFLILF UHSRUWV WR FDXVHV UHOD QJ W WKH VHEXULWLHV LVVXHU RU WR A

7KH IROORZLQJ FKDUW GHWDLOV WKH 9D5 E\ ULVN IDFWRU (MR/VRW'WLY\%LV@'S%’RWQW*LRBE'VLvaVNNrflﬁ“%WhQﬁHM WRHUHSUHV

ILQDQFLDO \HDU LQ PLOOLRQV Rl HXURV ,QVWLWXWLRQ V ULVN WDNHQ DV D ZKROH 7KH DPRXQWV |
UHTXLUHPHQWYV IRU HDFK W\SH RI LQVWUXPHQW DV RI '"HFHPI

ODUNHW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK 05

9D5 E\ ULVN IDFWRU
,QWHUHVW UDWH 9D5

(TXLW\ 9D5 D

$PRXQW RI ULVN ZHLJK
([FKDQJH UDWH 9D5 e
9RODWLOLW)\ 9D5
7RWDO 9D5 2XWULJKW SURGXFWV

,QWHUHVW UDWH ULVN JHQHUDO DQG VSHFLILF
(TXLW\ ULVN JHQHUDO DQG VSHFLILF

'KHQ FDOFXODWLQJ 9D5 DW RQH GD\ ZLWK D FRQILGHQFH C (IFKDQJH UDWH ULVN

WUDGLQJ EXVLQHVV DUH H[SHFWHG WR UHPDLQ EHORZ 9D5 ZRPPRGLW. ULVN

WKH ORVVHV WKDW FRXOG EH LQFXUUHG RQ WKH GD\V LG—Zw

&RQILGHQFH OHYHO DQG WLPH KRUL]JRQ RI RQH GD\

VKRUWIDOO RU FRQGLWLRQDO 9D5 LV FDOFXODWHG RQ D Gnir2°WLROV ’
DYHUDJH ORVV LQ WKH HYHQW DQ\ RI WKH VFHQDULRV FRU 6LPSOLILHG DSSURDFK é
ZHUH WR RFFXU "HOWD SOXV PHWKRG

7KH ULVN PHDVXUHPHQW PRGHOV DUH UHJXODUO\ WHVW SFHQDULR DSSURDFK

EDFNWHVWLQJ WR HQVXUH WKDW WKH\ DUH FRUUHFWO\ FL EHFXULWLVDWLRQ

VDWLVIDFWRU\ 7RWD O

JLIXUHV LQ WKRXVDQGV RI |
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&DSLWDO UHTXLUHPHQWY IRU PDUNHW ULVN KDYH LQFUHDVHG FRPSDUHG WR WKH FORVH RI WKH SUHYLRXV
ILQDQFLDO \HDU IROORZLQJ WKH SHUIRUPDQFH RI WKH PDUNHWY DQG WKH WUDGLQJ SRUWIROLR 7KHUH
ZHUH QR FKDQJHVY PDGH WR WKH FDOFXODWLRQ PHWKRGRORJ\ XVHG GXULQJ WKH \HDU

,Q DFFRUGDQFH ZLWK DUWLFOH RI 5HIXODWLRQ (8 VKDUHKROGHUV HTXLW\
UHTXLUHPHQWYV IRU IRUHLJQ H[FKDQJH ULVN FDQ EH GLVUHJDUGHG LI WKH VXP RI RYHUDOO QHW IRUHLJQ
HIFKDQJH SRVLWLRQ DQG WKH QHW JROG SRVLWLRQ GR QRW H[FHHG Rl WRWDO HOLJLEOH VKDUHKROGHUYV
HTXLW\ $V WKH *URXS GRHV QRW KROG DQ\ JROG SRVLWLRQV DQG WKH IRUHLJQ H[FKDQJH SRVLWLRQ LV
YHU\ ORZ EHORZ WKH WKUHVKROG HVWDEOLVKHG LQ WKH 5HIXODWLRQ WKHUH DUH QR VKDUHKROGHUV
HTXLW\ UHTXLUHPHQWYVY WR EH FRQVLGHUHG LQ UHODWLRQ WR WKLV ULVN

JLIOODU  'LVFORVXUHV 5HSRUW



2SHUDWLRC
ULVN




2SHUDWLRQDO 5LVN 8QLW 258

7KH XQFWLR% Rl WKLV XQLW ZKLFK LV SDUW Rl WKH 5LVN
2SHUDWLRQDO ULVN LV GHILQHG DV WKH SRVVLELOLW\ RI LQFXUULQJ DQFLDO ORVVHV GXH WR IDLOXUHV RU

XQVXLWDELOLW\ RI SURFHVVHY SHRSOH RU LQWHUQDO V\VWHPV 3R BKWLOR HMfWHUBDDOQDHWREWYW RI RSHUDWLRQDO UL
HQFRXUDJLQJ ULVN LGHQWLILFDWLRQ DOORFDWLRQ

ODQDJHPHQW RI RSHUDWLRQDO ULVN FRQWUROV JHQHUDWLRQ RI LQGLFDWRUV GUDZLQJ XS

EH WDNHQ LQ FDVH RI QHZ VLJQLILFDQW ORVVHV RU UL

JDFLOLWDWLQJ WKH PHWKRGRORJLHV WRROV DQG Sl

%DOQNLQWHU V RSHUDWLRQDO ULVN PDQDJHPHQW PRGHO EULQJV %%%HR/VI\(/h%Q\HI?HUIJ:'I\-{yW VHFWRU SUDFWLFHV DV
VKDUHG LQ WKH 6SDQLVK 2SHUDWLRQDO 5LVN &RQVRUWLX® (QRQAVRQFLMVRKOWSRSRIOD®HRRIDHVORVVHY DUH FRUUHFWC

éggtJQDFLRQDO &(52  DQ H[SHULHQFH H[FKDQJH JURXS FRPSULYLQJ WKH PDLQ EDQNY RSHUDBWERI LQu e o xoLIRUP YLVLF
'LWK D YLHZ WR DFKLHYLQJ DQ HIILFLHQW V\VWHP IRU PDQDJ?QFYsHU W RFPR YN &k Q ABENT WMWK BRDO ULVN PDQE

HVWDEOLVKHG WKH IROORZLQJ EDVLF SULQFLSOHV RI DFWLRQRGXFW DQG RSHUDWLRQDO ULVN FRPPLWWHH

ODQDJHPHQW IRFXVVLQJ RQ SUHYHQWLYH PLWLIJDWLRQQBHEDWRRQPHPITHUDWNR @G WHINVODUO\ UHSRUWHG DQG PRQL

'HFHQWUDOLVHG PDQDJHPHQW PRGHO VR wWkbw wkH UH/SROVEEL SKWVHRYKEDIEEARAL QL VRGFWLERQYV DUH FDUULH
IDOOV XSRQ D ILUVW OHYHO DW WKH UHVSHFWLYH EXVLQHVDHH Y WS BHRUNO & PLADO\VLQJ WKH LQIRUPDWLRQ DQG W

5HIJXODU UHYLHZ RI WKH VLWXDWLRQV DQG OHYHOV RI RSHYDWORWRDYXY WIKVN \ALR DRI AP KN BDAMWHID[FHKUFLVHY WKDW KI

XQLW WKURXJK DQDO\VLV

ORQLWRULQJ RSHUDWLRQDO ULVN DSSHWLWH PHWULFV
7KHVH SULQFLSOHV DUH VHW RXW LQ %DQNLQWHU *URXS V 5LVN PDODIHPHQW DOG FRQWURQ IUDPHZRUN
SUHYLRXVO\ DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV ORQLWRULQJ VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV |

&RQWURO DQG &RPSOLDQFH GLYLVLRQ

$vV D VHFRQG OLQH RI GHIHQFH WKH PDLQ REMHFWLYH RI W
%DQNLQWHU V RSHUDWLRQDO ULVN JRYHUQDQFH VWUXFWXUXKDVIEQPWHBE R/EHMWKH HROWQRALRR PDUROCHBHPH@WWISHY RI UL\

ULVN 7R WKDW HQG WKH XQLW HQVXUHV WKDW WKH FRLU
6XSSRUW DUHDV DQG EXVLQHVV XQLWYV SROLFLHV SURFHGXUHV DQG LQWHUQDO DQG H[WHUQDO UHJ

7KH DUHD DQG EXVLQHVV XQLW PDQDJHUV DUH UHVSRQVLEO?I\%%H PDDOQQQBQ‘}VRSHUDWLRQDO ULVN LQ WKHLU
UHVSHFWLYH FHQWUHYV 7KHLU GXWLHVY LQFOXGH WKH IROORZL

@) DV , U UHYLHZV DQG DVV
ODQEDJLQJ WKH XQLW V RSHUDWLRQDO ULVNV DQG I >6 g%@ I\%% gDQ&NV
FRQWUROOLQJ DQG PLWLIJDWLQJ WKH ULVNV RQ ZKLFK\%\iEEb%%{%% }j'\%vbk/RF é\lf\) \ B IE& [\_[i'gvéj(HQW OHJLVODWLRG

5HFRUGLQJ DQG PDQDJLQJ RSHUDWLRQDO ULVN HYHQWLVNDBQZdﬂQQPIg%LWUWF&_IQFJLWWWLRQDO

ORVVHYV

6WXG\LQJ GHILQLQJ SULRULWLVLQJ DQG ILQDQFLQJ PL@}\@RF ﬁgﬁ\%\ﬁiﬂgKLgvﬁgDmW@éﬁpmg?HHpEév\éVKSHRg)LRF[

ODLQWDLQ DQG WHVW WKH EXVLQHVV FRQWLQXLW\ SODIYWDPDRHOEKKER JW IOHP bW HQIHVGR PWREIOHRULQJI %DQNLQWHU *U

7KH ULVN DQG FRPSOLDQFH FRPPLWWHH LV UHVSRQVLEOH IR
VWUXFWXUH QHHGHG WR SURPRWH HIILFLHQW PDQDJHPHQW

JLIOODU  'LVFORVXUHV 5HSRUW



7KH ¥URXS PHHWYVY DOO WKH UHTXLUHPHQWY IRU DSSO\LQJ

SSOLFDEOH UHJXODWLROY LWV RSHUDWLRQDO ULVN PDQD.
$PRQJ RWKHU HOHPHQWV RSHUDWLRQDO ULVN PDQDJHPHQWéVMV|¢@¢?§JM/FK#QWOFQRZQLFQ)@S DEWLYLW\ DQG VHQLRU PE

5LVNV DUH LGHQWLILHG DQG DVVHVVHG WKURXJK WKHREHYRWRBRAOW RYNU L ONWHKHIS§RP DAL REHUDWLRQDO ULVN |
WKH VLJQLILFDQFH RI DOO ULVNV LV HVWLPDWHG DQWIDWVRRDQ DSSURSULDWH DVVHVVPHQW RI

WKHLU FRQWURO HQYLURQPHQWYV 7R HVWLPDWH VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV IRU |

5HFRUG RI ORVV HYHQWV RFFXUULQJ LQ WKH *URXBQFR&H BRVNGEHAW WKDVEXEROWWYL OFQHV IRUHVHHQ LQ WKH
TXDQWLWDWLYH LQIRUPDWLRQ RQ HFRQRPLF ORVVHV ZHBKYOLRH G DRWEH Q HIHKIoW Ui PRIQMWM WU 8 OFXODWHG DV
ULVN HYHQWV RFFXUULQJ LQ UHFHQW \HDUV ,w FODVWHILKWUHEE QMY sKUDRSHEPYE- RQ RS WYY REDYKH SDVW WKU

ORVVHV JHQHUDWLQJ WKH KLVWRULF LQIRUPDWLRQ Q)Ij(@l-\y\ywljptpﬁRVM@ HERP L WUHQGV HINMQIDPYRY (8 RI \

SRWHQWLDO FRUUHODWLRQV ZLWK LQGLFDWRUV &8 QLG RW R RWKH L §TRH YHQHVV 7Bl WKEG| VKHG DPHQG
ZEWR

PLWLIJDWLRQ SODQV LPSOHPHQWHG 7KLV GDWDEDVH WMQDVU@O\/@Rogp(yxﬁd#,@,y\bvngy\h@@ngUDWLRQDO ULV
PLQLPXP WKUHVKROGYV RSHUDWLRQDO ULVN PDQDJHPHQW IUDPHZRUN LW LV GHFLG

(IHFXWLRQ RI FRUUHFWLYH DFWLRQV UHTXHVWLQJ IRIFHYMIRDWEE S ROSA WG UHRSUHHERH QWY EDVLF VWDQGD

PHDVXUHV IURP UHVSRQVLEOH XQLWV IRU DOO ORVV HY¥RA¥YW®Y RHAMUKRG QR HZO\WRYKYIQDWHG DV WKH VWDQGDUG Pl
-DQXDU\ DQG %DQNLQWHU KDV DGDSWHG LWV RSHUDWL!

5LVN WUDFNLQJ WKURXJK NH\ LQGLFDWRUV 7KHVH LQELFEOMNRALNY R UFKA & HE WV RO DAPR(R BRTWIKIHPHQ WV
VLWXDWLRQ RU SHUIRUPDQFH RI DVSHFWYVY UHODWHG WR WKH VWUXFWXUH SURFHGXUHV DQG

DFWLYLWLHV RI WKH *URXS IURP ZKLFK WR GUDZ FRQFOXVLBQ\\/NZE\MIEJ[?(\XIWCGZ M/[FéﬁV%%IHFWb%J FgéJHUDWLRQDO UL

FRUUHFWLQJ IXWXUH VLWXDWLRQV
*HQHUDWLRQ DQG GLVVHPLQDWLRQ RI PDQDJHPHQW Lé@ﬁm kﬂ\&ﬁ%ﬂj& Qé% é} %\}fgﬂg ?,VV\;LUR?RDUOWUKL:'\'ODDVQV\?
HDFK JRYHUQLQJ ERG\ WKDW KDV UHVSRQVLELOLW\ IR LRQ UL 8B 3 &

272Q 1XQGV UHTXLUHPHQWY IRU RSHUDWLRQDO ULVN DQG U
%DQNLQWHU KDV D FRUSRUDWH LQVXUDQFH SURJUDPPH WR &HDO ZLWK LWV ULVNV LQFOXGLQJ RSHUDWLRQDO

ULVN 7KH SURJUDPPH FRYHUV YDULRXV ULVNV WKH PRVW (EMACol ol 2wl o o wHARO-ORZEE = -
3URSHUW\ GDPDJH LQVXUDQFH
5HOHYDQW LQGLFDWRU
*HQHUDO OLDELOLW\ LQVXUDQFH % DONLQI DEWLYLWLHY QW LRCLE P R ciPRXQW RI
7KLUG SDUW\ OLDELOLW\ LQVXUDQFH IRU GLUHFWRUYV UHTXLUHBI VN
&\EHU ULVN DQG GDWD SURWHFWLRQ OLDELOLW\ LQVX QWY BTSRVXUN

&RPSUHKHQVLYH EDQN LQVXUDQFH WKHIW HPSOR\HH

BURIHVVLRQDO LQGHPQLW\ LQVXUDQFH IRU YDULRXV VHQWbW.oY t FiwvU H WV HR Iv SEMMHEW WwRHVKH EDVLF LQGLFDWRU
PHWKRG

7KLY SURJUDPPH LV UHYLHZHG DQQXDOO\ DOzZD\V WDNLQ 37 PLVAY
DVVHVVPHQW RI RSHUDWLRQDO ULVNVY 7KH GHFLVLRQ WR KHG;J; UGMF&W@%@QQBMXPEMR%IFRDFWR
DV WKH OHYHO RI H[SRVXUH WROHUDQFH DQG ULVN DSSHW'-V"b"de%é’\(/lkwf\'fv"\}VFVVWI’('H"VWDQGDUGLVHG DSSURDFK

bb6XEMHFW WR WKH DOWHUQDWLYH DSSURDFK
OHWKRGV IRU FDOFXODWLQJ DQG DVVHVVLQJ RSHUUWERY PN WLMNV VXEMHFW WR DGYDQFHG FDOFXODWLRQ

PHWKRGV
%DQNLQWHU *URXS FDOFXODWHV H[SRVXUHV ZHLJKWHG E\ W%%WWWWDQGV RI |
DSSURDFK LQ DFFRUGDQFH ZLWK &KDSWHU 7LWOH ,,, SHIXODWLRQ DV DPHQGHG

E\ 5SHIJXODWLRQ (8 7KH FDOFXODWLRQ RI VKDUHKROGHUYV HTXLW\ UHTXLUHPHOQ\

RQ WKH EDQN V RZQ DQDO\WLFDO DQG DFFRXQWLQJ LQIRUPD

JLIOODU  'LVFORVXUHV 5HSRUW



*URXS RSHUDWLRQDO ULVN SURILOH

7KH IROORZLQJ FKDUWYVY VKRZ WKH %DQNLQWHU *URXS V 2SHUDWLRQDO 5LVN SURILOH WKURXJK WKH
KLVWRULFDO GLVWULEXWLRQ RI RSHUDWLRQDO ORVVHV E\ GLITHUHQW D[HV RI DQDO\VLYV

3HUFHQWDJH EUHDNGRZQ E\ DPRXQW LQWHUYDOV 3HUFHQWDJH EUHDNGRZQ E\ EXVLOQHVV OLQH

7KLV JUDSK VKRZV WKDW 2SHUDWLRQDO 5LVN HYHQWYV RI ORZHU %

R WO k% VP R IV Ld RVKR XY RIQ@ M XY BY WKH KLIKH®
UHSUHVHQW RI WKH QXPEHU RI HYHQWV KRZHYHU WKH\ GR QRW) FIlbidHE D 0 kIl PYK HL 8 RVVAH 720 RMVKH EDQN V EXVLQHV
Rl WKH ORVVHYV DUH VHHQ LQ WKH KLJKHVW YDOXH HYHQWV ZRUWK ‘RYHU HXURV
UHSUHVHQWLQJ RI WKH WRWDO QXPEHU RI HYHQWYV

JLIOODU  'LVFORVXUHV 5HSRUW



SHUFHQWDJH EUHDNGRZQ E\ 7\SH RI 5LVN

$ FRQFHQWUDWLRQ RI ORVVHV E\ QXPEHU RI HYHQWV LV REVHUYHG LQ ([WHUQDO IUDXG DQG %XVLQHVV
SUDFWLVHYV &RPPHUFLDO SUDFWLFHV LV DOVR WKH W\SH RI ULVN ZKHUH WKH KLJKHVW DPRXQWV DUH
FRQFHQWUDWHG

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



(TXLW\ LQYHVWPHQWYV
DQG FDSLWDO
LOVWUXPHQWY QRW
LQFOXGHG XQGHU
$VVHWYV KHOG IRU
WUDGLQJ
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3DUWDLRLSOWLRQLQ SROLF\ VHWWLQJ SURFHVVHYV

(FFKPDQJH| RINVHQLRUTPDQDJIHPHQW

([LVWHQFH RI VLIJQLILFDQW WUDQVDFWLRQV EHWZHHQ |
'LVWLQFWLRQ EHWZHHQ SRUWIROLRY KHOG IRU VDOH BPQy IRURYVRY PWVHIAWLDO WHFKQLFDO LQIRUPDWLRQ

SXUSRVHYV
$FFRXQWLQJ SULQFLSOHY DQG PHDVXUHPHQW RI |
(TXLW\ H[SRVXUHV QRW LQFOXGHG LQ WKH )LQDQFLDO DVVHWY KHOG IRU UDG 95.] SRUWIROLR DUH L

LQ WKH )LQDQFLDO DVVHWVY QRW KHOG IRU WUDGLQJ PDQGéR/%LUVKBP YR WEX B LPVBb%&H\%K\%'&%K'%BQYLWWBHQW S
ORVV SRUWIROLR LQ WKH )DLU YDOXH WKURXJK RWKHU F\éh’s'éUWK&%\R&W&%&E%HWEBUWWR DQG LQ WKH

yQYHVWPHQWY SRUWIROLR 7KH DFFRXQWLQJ WUHDWPHQWgIfiRd) WK VIH) ¢ RYWPRIOLWRY LY FOKEHRY B Gwk@ ISRV IROLR RI
J RI WKH QRWHV WR WKH DQQXDO FRQVROLGDWHG ILQDQFLP® YWHWHBEHRMYRXIK SURILW RU ORVV PXVW EH UHFRJQLV
PHDVXUHPHQW

7KH SRUWIROLR RI )LQDQFLDO DVVHWV DW IDLU YDOXH W
7KLV SRUWIROLR FRUUHVSRQGYV LQ DQ DFFRXQWLQJ VHQVH HDR/ WK BMWWIHDIRUY DO WQBGCRL QO DIFWLYARMD\OLY UHFRUGHC
DVVHWY PDQGDWRULO\ DW IDLU YDOXH WKURXJK SURILW RU@RPAH RIRQHAK IHFIKKMWK\H EXVLQHVV PRGHO LV QRW

WUDGLQJ 7KH EHVW HYLGHQFH RI IDLU YDOXH RQ LQLWLDO UHFRJQLWI
,Q WKLV FDVH LW LQFOXGHV ILQDQFLDO DVVHWV QRW KHOGHRQU WKHVGL @U IERHY VIDKIDAW QRRXAW VD YETHL  DPAH G VDKMH IPHD VX UHF
YDOXH WKURXJK SURILW RU ORVV DV WKH\ GR QRW PHHWDWRRXRMKQJIORZIXODWHRQRQ %BIQFRRKWHV(REDRD &LUFXODU
LQFOXGHV WKH FDSLWDO LQVWUXPHQWY RI HQWLWLHV QRWDROMMVMLILH® Q@QF WXEVHGXBQWHRNRKSW IDNYWERDWHVKEQBWR L

QRW FODVVLILHG DV JLQDQFLDO DVVHWV KHOG IRU WUDGI_Q)RU VXEVHTXHQW PHDVXUHPHQW WKH IROORZLQJ PHWKRGYV
KLHUDUFK\

T/THYHO 1 LQFOXGHYV IRUPDWLRQ ILQDQFLDO LQVW
,Q DFFRXQWLQJ WHUPV WKH SRUWIROLR FRUUHVSRQGV WR WKHREWMS@%\ RIRE- BRQ &%Q/OT& %VFIQ L YH PDUNHV
YDOXH ZLWK FKDQJHV LQ RWKHU FRPSUHKHQVLYH LQFRPH 7KH FRSWWROW @R¥UARBAWKI RWEHR N RR Q
KDYH EHHQ SHUPDQHQWO\ DVVLJQHG VR WKDW DQ\ FKDQJHV LQ WKHLU SHUIRUPDQFH FDQ EH
UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH XQGHU HTXLWA /HYHO LQFOXGHV GDWD RQ ILQ DQFLDO LOQVWUXPHQ!
SULFHV TXRWHG L DF LYH PDUNHWV IRU VLPLODU
8QGHU WKLV GHVLJQDWLRQ WKH FDSLWDO LQVWUXPHQWV ZLOO \QRM BML\J,LER(MVU—H&V\%? '\)—MQSLL#LQB&LM/ géng\«,@ DUH
LPSDLUPHQW RU PDUNHW IOXFWXDWLRQV ZKLOH WKH\ UHPDLQ LQ WKH SRUWIROLR EXW DOO FKDQJHV
UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH LQFOXGLOJ DHMHOXWXUQRFGXGSENVIDODRRPDWWHRVAHRQ ILQDQFLDO LQV

LQVWUXPHQWYV REWDLQHG IURP YDOXDWLRQ WHFKQLTXHV ZKLFK KDYH

VHG RQ REVHUYDEOH PDUNHW GDWD
7KLV SRUWIROLR PD\ RQO\ LQFOXGH FDSLWDO LQVWUXPHQWYV RI HQWLWLHV QRW FODVVLILHG DV VXEVLGLDULHV RU

DVVRFLDWHY DQG QRW FODVVLILHG DV )LQDQFLDO DVVHWYV kKot IRWRVWKGLERQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
LOQOVWUXPHQWY DQG WKH YDOXDWLRQ PHWKRG EDVHG RQ WK

JRU HTXLWLHVY WUDGHG RQ RIILFLDO PDUNHWYV WKHUH LV QF

7KLV SRUWIROLR LV LQFOXGHG IRU DFFRXQWLQJ SXUSRVHVWXHVPLY WR A X6 PR KD v Rkit) Gy LR

$ FDSLWDO LQVWUXPHQW LV FRQVLGHUHG D VWUDWHIJLF LOQYHVWPHQW ZKHQ LW KDV EHHQ PDGH ZLWK WKH
SXUSRVH RI PDLQWDLQLQJ DQ RSHUDWLQJ RU FRPPHUFLDO UHODWLRQVKLS WKURXJK DQ\ RI WKH IROORZLQJ
VLWXDWLRQV EXW QRW WR H[HUFLVH VLJQLILFDQW LQIOXHQFH RYHU WKH LQYHVWHH

5HSUHVHQWDWLRQ RQ WKH %RDUG RI 'LUHFWRUV RU HTXLYDOHQW ERG\ RI WKH LQYHVWHH
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&DUU\LQJ DPRXQW RI HTXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHQWYV

7KH FDUU\LQJ DPRXQWV RI WKH PDLQ HTXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG
LQ WKH SRUWIROLR RI ILQDQFLDO DVVHWV KHOG IRU WUDGLQJ DFFRUGLQJ WR WKH JURXS V UHVHUYHG
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY IRU SUXGHQWLDO SXUSRVHV DUH VKRZQ EHORZ

(TXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHQWY LQ DVVRFLDWHY DQG *URXS FRPSDQLHYV

W IDLU  QYHVWPHQWYV
-RLQ

RUR %‘i 7RWDO
Ylﬁg
XIK § IS
RU ORVV Hren HQWLWLHV

WO\
AYNVRFLDWARQW UR O®XES/LGLDULHV

JLIXUHV LQ WKRXVDQGV RI HXURYV

7KH IROORZLQJ FKDUW VKRZV WKH DFFRXQWLQJ EDODQFHV RI HTXLW\ LQYHVWPHQWY DQG FDSLWDO
LQVWUXPHQWY QRW LQFOXGHG LQ WKH WUDGLQJ ERRN E\ W\SH RI LQVWUXPHQW

/ILVWHG DQG XQOLVWHG FDSLWDO LQVWUXPHQWYV

&DUU\LQJ DPRXQW

/ILVWHG LQVWUXPHQWYV
8QOLVWHG LQVWUXPHQWYV

JLIXUHV LQ WKRXVDQGV RI HXURV

7KH *URXS UHFRUGHG HDUQLQJV RI WKRXVDQGV RI HXURV LQ DQG WKRXVDQGV RI
HXURV LQ I[IURP WKH SRUWIROLR RI FDSLWDO LQVWUXPHQWY QRW KHOG IRU WUDGLQJ DQG GHVLJQDWHG
DW IDLU YDOXH WKURXJK SURILW RU ORVV DV GHWDLOHG LQ 1RWH Rl WKH &RQVROLGDWHG $QQXDO

$FFRXQWY RI WKH %DQNLQWHU *URXS

7KH SRUWIROLR DW IDLU YDOXH ZLWK FKDQJHV LQ RWKHU FRPSUHKHQVLYH LQFRPH GRHV QRW LPSDFW WKH
SURILW DQG ORVV DFFRXQW IRU KROGLQJ FDSLWDO LQVWUXPHQWY ZLWK WKLV GHVLIJQDWLRQ

7TKH %DQNLQWHU *URXS KDV EHHQ DXWKRULVHG E\ WKH 6XSHUYLVRU WR SHUPDQHQWO\ DSSO\ WKH
VWDQGDUGLVHG DSSURDFK WR HTXLW\ UHODWHG H[SRVXUHV H[FHSW IRU ILQDQFLDO VHFWRU LQYHVWPHQWYV
LQ ZKLFK WKH EDQN KROGV D VLJQLILFDQW VWDNH DV LV WKH FDVH RI WKH EDQN V LQVXUDQFH KROGLQJV
'"HGXFWLRQV PXVW EH PDGH LQ H[FHVV RI WKH & (7 WKUHVKROG DQG ZLOO QRW JLYH ULVH WR
GHGXFWLRQV IRU WKLV LWHP DW 'HFHPEHU

5LVN ZHLJKWHG FDSLWDO LQVWUXPHQWY DQG HTXLW\ LQYHVWPHQWYV LQFOXGLQJ WKH DPRXQW RI
LQYHVWPHQWY LQ ILQDQFLDO LQVWLWXWLRQV EHORZ RI &(7 VWRRG DW WKRXVDQG DW WKH
FORVH RI WKH ILQDQFLDO \HDU FRPSDUHG WR WKRXVDQG DW WKH HQG RI

JLIOODU  'LVFORVXUHV 5HSRUW
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7KH PDQDJHRHQW) DIQG [FRQWURO® LRI VWUXFWXUDO LQWHUHYV
VHSDUDWLRQ RI UROHV DQG UHVSRQVLELOLWLHV WKH XOW
UHFXUULQJ JHQHUDWLRQ RI QHW LQWHUHVW LQFRPH DQG W
7KH PDLQ DUHDV LQYROYHG LQ PDQDJLQJ WKLV ULVN DUH %

JQWHUHVW UDWH ULVN RI SRVLWLRQV QRW LQFOXEME §RRWRROW RN VP S RBANRIWRRQ PQG $XGLWLQJ

'"HWDLOV RI WKH JRYHUQDQFH DQG SROLFLHV IRU PDQDJLQJ WKLV U\&\XIN&FUI-,—' I%UFBY&.&&%W% lRVW V\6% V\{ﬁ_H
7KH HIL H | LOQWHUQ VN FRQWURO
"URXS V FRQVROLGDWHG DQQXDO ILQDQFLDO VVVDV\”_'F)'_'QWVPDQDJHPHQW RI LQWHUHVW UDWH ULVN 7KH\ HQVXUH WKDW

6WUXFWXUDO LQWHUHVW UDWH ULVN ,55%% UHIOHFWYV WKUL ¥ XV UHQ RQREU WSKRHN H WAL DG SHW NWW RV B @/ LEQ WWHKLAY UARICFRI@E VR |
SURILW RU HFRQRPLF YDOXH DULVLQJ IURP DGYHUVH LQWHXKHWWN QUD W/LH ¥ RBBISPIMQWW PUDHFHWVZIRUINLQWHUHVW

UDWH VHQVLWLYH LQVWUXPHQWYV 7KH NH\ SROLFLHV GHYHORSHG DW %DQNLQWHU LQ UHODW
,Q DFFRUGDQFH ZLWK FXUUHQW (%$ UHJXODWLRQV DQG LQR®MRENFXODU ZLWK WKH *XLGHOLQHV RQ WKH
PDQDJHPHQW RI LQWHUHVW UDWH ULVN DULVLQJ IURP QRQ WUDGLQJ ERRN DFWLYLWLHV */ (%$

Rl  2FWREHU VWUXFWXUDO LQWHUHVW UDWH ULVN LV WKHEXUUWHGW' BB &Y IWXUH G LVN RIMEHG BPRAMN K VW VDI DB S!
LPSDFW RQ WKH HFRQRPLF YDOXH RI WKH EDQN V HFRQRPLRUWIDPLY DAL RIHPP VOMYKXEWWWHLYRRBPRAVXUH WKH VRXQGQ
FRQVLGHULQJ DQ\ YDULDWLRQV LQ PDUNHW YDOXH DULVLQJ IURW DXGFMXYWVBIOP RYWRHHIGIW W LD WRIWHL/HNY W KLDMWWW U X FW X U H
WKDW DIIHFW LQWHUHVW UDWH VHQVLWLYH LQVWUXPHQWYV 7K ¥ SHQARPHS DOH ¥ XALMPHDWF KRGV EOXILW LRIOAND O\ WK H

DQG RSWLRQDOLW\ ULVN 7KXV VWUXFWXUDO LQWHUHVW UDW 3/ N Y WARQ H-0NG (Hd P XM LATHE®D W B HRRR BY UPRKELLR U L v N
ERRN DFWLYLWLHV H[FOXGLQJ WKH ULVN DULVLQJ IURP SRVLWLRQV RI D VSHFXODWLYH QDWXUH LQ WKH WUDGLQJ

ERRN SURYLGHG WKDW WKLV ULVN LV PHDVXUHG DQG PDQDJHG E\RVPKHELWK/ NERMBYV BURYFWLVHY LQ ULVN PDQDJHPHQMW
LQGHSHQGHQFH DQG VHSDUDWLRQ RI UHVSRQVLELOLWLH)
7KH %DQNLQWHU *URXS V PDQDJHPHQW RI WKLV VWUXFWXUD@®RE gH\ﬁNVSWQKHWkQW URVWKHK XY WKH

Q
IOXFWXDWLRQV RI LQWHUHVW UDWHV RQ WKH ILQDQFLDO PDUNHWY I H P BAPPLHWIE (RIWR WKUHH Ol
PDWXULWLHV DQG WKH WLPH ODJ LQ WKH UHSULFLQJ RI WKH D W\ WUDQVDFWLRQV
B

uD
FRUUHVSRQGLQJ WR WKH %DQNLQJ %RRN RI ILQDQFLDO LQVWLWXW4LWR QW UMVGEHRHQRBEHGEWANOR WKH DL
WKHWRDUG RI 'LUBRMFXUBGHOHJDWHY LWV RUGLGPVHWBQODIBPHQW WRWRHQOH LOFDABOAINHWHKKHHW 0BQ@QDIHPHQWKHHW $QC
/LDELOLWLHYV &RPPIDWQGHMWW/RZRZQDIHPHQW WHDP ,Q DQ\ HYHQW L ® @FRARNSGEH BRMWAM w K

LWV 5HIXODWLRQV WKH %RDUG RI 'LUHFWRUV UHWDLQV WKH JHQ%HPQQ\éxgﬂ\AHImL\é RIWNKRY Wk MNs | RRFESYWR R0 DoG
DQG H[HUFLVLQJ GLUHFWO\ DQG ZLWKRXW GHOHJDWLRQ WKH UHVSRQVLELOLWLHV WKDW WKLV IXQFWLRQ HQWDLOV

7KH %RDUG Rl 'LUHFWRUV DQQXDOO\ UHYLHZV DSSURYHV DQG GHOKUD® ID\L QHR SWHKUHI PDWR/HHGY 2\ D Q &/ HOU. @ B O ORNWBLLHY/
FRPPLWWHH WKH OLPLWV DSSOLFDEOH WR WKH PDQDJHPHQW RIWKLY YLVN WRIHWKHU ZLWK WERMH, BLWKH oo

UHVW RIWKH VWUXFWXUDO ULVNV PHDVXUHPHQW PHWKRGRORJLHY DQG DSSOLHV WKHP WR
7KH SULQFLSOHV VWUDWHJLHYVY DQG SUDFWLFHM VYRU&RIOWOWR Q J AKKINH LELHMD ¥ URIXWH W HEXWL RQ WKHRI WKLV UHSRUW SURYL
DQG ODQDJHPHQW )UDRPHVNRIBSSHWLWH )WRBHZARIUNDWH 5LVN ODSWKH NH\ EHKDYLRXUDO DVVXPSWLRQV 7TKH YDULRXV
DQG WWHIXFWXUDO ,QWHUHVW 5DWH 5LVNDSBQRYHBHBRWWKD PAHRDRWBKXPSWLRQV XVHG DUH GRFXPHQWHG WRJIJHWKHU ZLWK
RI "'LUHFWRUV DQG WKH GRFXPHQWV WKDW GHYHORS WKHP FROQWURO SURFHVVHYV UHTXLUHG WR GHYHORS WKHP

7KH EDQN V PDLQ REMHFWLYH LQ WKH PDQDJHPHQW RI LQWHUHDPWGUWWRQUMHFWVRWR KD B8P RKUINHOUDMERRLNAY H\GW QUDIW H
RYHUDUFKLQJ REMHFWLYH RI PD[LPLVLQJ SURILWDELOLW\ WKVRKOOWRY XVPHBUDWLRQ RI LQFRPH PRVWO\
IURP FRPPHUFLDO UHWDLO EDQNLQJ ZLWK WKH FRQWURO RL WKLY H[SRVXUH WR PDLJNH%%#C%:V&IIDIQB}S\{V KU[P\)NHVVSHFLDOLVI-

7KLV H[SRVXUH WR LQWHUHVW UDWH ULVN LV UHGXFHG E\ GHFHDWSUWIQQJ I @GQMRPQ W UDRI HQP KL E QMW HMW NUDWH ULVN
PLWLIDWLRQ DQG GLYHUVLILFDWLRQ SROLF\

<a
o
pS)
-=30)
=
=)
O
o)
©
=
=

3LIOODU 'LVFORVXUHV 5HSRUW



7KLV SROLF\ HIWHQGV WR WKH WUHWK QXK QDWW IR @ (RQ DVKIR /XWWD EO W
WHFKQLFDO DUFKLWHFWXUH WKDW PDNHV LW SRVVLEOH WR LQEFEOXGH WKH ED@{_\:PV HOWLUH EDODQFH VK W

HH
VSHFLILFDOO\ WKRVH SRVLWLRQV WKDW DUH VHQVLWLYH WR2V&WHY W HED HLERY LIRE xS T K Lo RV KR RO\ VKR
UDWH GHULYDWLYHV ERWK LPSOLFLW DQG H[SOLFLW $FFRUGPBRWRVWWKHZY RXEHOL QW VLW % 1HA XA i R F WIKGII H
ZLWK D QRQ SHUIRUPLQJ H[SRVXUHV 13( UDWLR RI RU KLJERYHXVAH D PYEB XldH WHHIPWLRQ WR VFHQDULRV U
QHW RI SURYLVLRQV DV JHQHUDO LQVWUXPHQWY VHQVLWLYH RX®YBWHUHWWPBYWRINQW LQ LQWHUHVW UDWHYV DIIHFW

KH UHSULFLQJ RI IXWXUH EFDVK JORZV DOG WKURXJK

W
, W DOVR HI[WHQGVY WR WKH HVWDEOLVKPHQW RI VXLWDEOH L Q WiHBHW WU VAVN/&HRC?W%lﬁ%DVWéE(W WAR D, v
DOORZV WKH HVWIBEOHYVKPYWQWOWH ULVN PLWXBKWDROQWWHFKQLTXHV

DUUDQJHPHQW RI DFFRXQWLQJ DQG RU HFRQRPLF KHGJHV 7TWHUWRKGKFWARSY LRQW KRRIWHKWHWWLPDWHG PDUJLQ RU WKFE
LQWHUHVW UDWH GHULYDWLYHV IRU H[DPSOH IXWXUHYV WKUHDWHQ WKH VKRUW WHUP ILQDQFLDO VWDELOLW\ R
RWKHU DJHQWY LQYHVWRUV FXVWRPHUV HWF LQ W

PHX IR XS VDIQDIOAWHY '-V\SVS%URDFK WR FRQWURO VKRUW WHUP LOQWHUHVW UDWH
FXUUHQW DQG IXWXUH H[SRVXUH WR WKH YDULRXV LQWHUHVW UDWH FXUYHV DQG WKH FRPSRVLWLRQ RI

WKH EDODQFH VKHHW DQG LGHQWLILHVY WKH *URXS V VWUHQIWKY LD\QG LZHDMNIQWM K N HM- [ED BIQLD-O Y\DLIQJ

WKH ILQDQFLDO LQIRUPDWLRQ DQG RWKHU TXDOLWDWLYH DVSWLV\//VU%G/W_%HLW U|—I|-|\%FDWHG WR WKH FKDQJHV LQ WKH GL\

7KLV LQIRUPDWLRQ LV DQDO\WHG LQ GHWDLO E\ WKH DVVHW\W @®IGY I0GDOEQ OLLQW HYHNVRWP F EVQ WIHWML YH &ZRWHPYV LQ WKH EL
ZKLFK LV UHVSRQVLEOH IRU VHWWLQJ JXLGHOLQHV IRU LQWHUHMWMHUEBEWW UDW-HYV

PRH TREY WHQV LW ILKYLWAIFLMUBBEQO\N LOQIOXHQFHG E\ WKH QHZ
OHYHO RI LQWHUHVW UDWH ULVN LV UHJXODUO\ UHSRUWHG W YWHUY HU MFMH FRP PR WRMHH DWKR BV WMV GHAWHUPLQDWL
OLDELOLWLHV FRPPLWWHH $/&2 VHQLRU PDQDJHPHQW DQG ROWR/HW B UHDWKRY DMK H RQH D\Q HVOEBWLRELY PHWULF IRU Pl

LgIRUPDWLR8 RO WKH OR%J WHUP L QWHUHVW UDWH UL
7KLV SULQFLSOH DOVR HIWHQGV WR WKH LQIRUPDWLRQ QHHGVY RI RWKHU DJHQWYV 5HJXODWRUV (&% DQG RU

%DQN RI 6SDLQ LQWHUQDO RU HIWHUQDO DXGLWRUV DQG UDWLQJ DJHQFLHYV LI DSSOLFDEOH

7KH %DQONLQWHU *URXS UHJXODUO\ PRQLWRUV LWV LQWHUHVW3RDBRHDAK/ N BQWYWKWHHENVY WRLEBWL@HSDR¥H.55%% (%$
SUREOHPDWLF VLWXDWLRQV RU LGHQWLI\ SRWHQWLDO GHYLDWIQRHMW L@tHW HWRW d-Q ARPHX 8 WR QQZ BIRFY/ MR R OWFK@DWH
*URXS V HVYWLPDWHG QHW LQWHUHVW LQFRPH DQG RU QHW DVVHW SY\BWHOXGH PRYHPHQWY VKRXOG EH GHWHUPLQHG E\ WKH 1

WKHVH SXUSRVHV LQVWLWXWLRQV VKRXOG DOVR FF
7KH *URXS KDV DQ LQWHJUDWHG SURFHVV IRU FRPPXQLFDWLQJ WKdy Wiy bQ@M/H EQRQ@\s 12K FRQ D MUY I WUHDWPEH
UHJXODU PRQLWRULQJ RI WKH ULVN LQ GLIIHUHQW JRYHUQLQJ ERGRYY DFFRXQW RU GLUHFWO\ LQ HTXLW\ HJ YLD RW

SHSRUWV$MWRROKE PRQWKO\ EDVLV ZKDW LV NQRZQ DV HDUQLQJV

5HSRUWV5WWRNWEKRP PLIVRFIRW GLQJ WR LWV FDOHQGDU RI VHVYEKRY P HMNKWYH BERY WR GHWHUPLQH ZKHWKHU WKH LQV

,55%% PHWULFV LQFRUSRUDWHG LQWR WKH FXUUHQW 5LVNPRY MWWWHV\)N%WKHXJRWND%$WKBMH Rl WKH EDQN V WUD

UHSRUWHG OHYHOV WKDW DOORZ PDLQWDLQLQJ QRUPDO EXVLQHV\
SRWHQWLDO H[FHVV H[SRVXUH WR WKLV ULVN

5HSRUW YV MR WK IR 'LUGIFWARHUYV EURXJKW WR WKH DWWHQWLRQ RI WKH ULVN

FRPPLWWHH DUH UHSRUWHG DQG LI QHFHVVDU\ DSSURYDO IKHVRRQVWQWHU *URXS LQFRUSRUDWHV WKH PHDVXUH
ZLWK WKH JXLGHOLQHY DQG PRQLWRUV LW ZLWKLQ WKF

([SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH ULVN LV PHDVXUHG RQ WZR OHYHOV

-

1HW LQWHUHVW PDUJLQ 1,, ,QWHUHVW LQFRPH UHFHLYHG LQWHUHVW H[SHQVH SDLG
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,Q ERWK FDVHV WKH FDOFXODWLRQ RI WKHVH PHWULRVWKHTI X DWHYVRD V PHREIWKF GHW WRRVMH WHIMDW LQFRPH 1,, WK
LQFOXGHY DOO SRVLWLRQV RQ WKH FRPSDQ\ V LQWHUWHVWWIZRNSDVBQVIHOLY AFHRDWLRVH XK BRW GRBQ 7TKH QHZ ,5
DOORZV WKH SURMHFWLRQ RI WKHLU IXWXUH IORZV G HSKWHMIKQRIORKEQRW IOH WOIIP LRV R@V W KM PHHOQW LMWAY LW\ RI QHW LQ
FRQWUDFWXDO FKDUDFWHULVWLFYVY DQG WKH GLIITHUHQWLH@WHROBMWDOWH VFHQDULRY 7KH SXUSRVH RI

WKHVH SURMEEWLRQV LV WR VLPXODWH QHW LQWHUHVM |+ QEREH oly | rBC WESKRERB AL JPAN BloLpxp LowHur
LQWHUHVW UDWH VFHQDULRYV EDVHG RQ WKH WHUP IRU HDF

7KH SURMHFWLRQ RI IXWXUH IORZV U HIKLDHIVR WKBEBIOP RGHORCENRDK R IV IHRALWAD L Q EDVLVY SRLQWV LQFUHDVLQJ E\ EDVLV
IRU VSHFLILF EDODQFH VKHHW LWHPV VXFK DV WKH PDWXULWHNBBEDWRUROREGHRHUQG GHSRVLWY WKH UDWH RI
HDUO\ UHSD\PHQW RI PRUWJDJH ORDQV DQG WKH HDUO\ UHSD\PHQW RI WHUP GHSRVLWYV

7KH *URXS KDV LQWHUQDO PRGHOV IRU GHPDQG GHSRVLWY DQG"PRUWJIDJIJH ORDQ’'SUHSD\PHQW "ULVN
EDVHG RQ LWV KLVWRULFDO EHKDYLRXU ,Q ERWK PRGHOV WKH’"URXSYKDV LQWHUQDO GRFXPHQWDWLRQ

FRQWDLQLQJ WKH PRGHOOLQJ DVVXPSWLRQV DSSOLFDEOH WRy, vqﬁ@dwﬂ\@guwglé@w \?kR%?’/%\%’KHQVW YPWLRLW\ RI WKH (FF

HFRQRPLF YDOXH (9( DQG UHVXOWV 1,, LQFOXGLQJ FKg@,\H-b\{_'\)_\Q WEHL VY XPRWMRQY 0B B NEBWHU *URXS WR WKH |
FRQVLGHUHG LQ WKH GLIIHUHQW LQWHUHVW UDWH VKRFN VF '"HEMPEHU

IKHVH PRGHOV KDYH EHHQ DSSURYHG EL WKH (IWHQGHG ORGAM &REPMI Y AWK SV Y QWY UHBP KIGe Lo wKH wu!
9DOLGDWLRQ DSSURYDO DQG IROORZ (%$ UHFRPPHQGDWLR:?

DFFRXQW PRGHO HVWDEOLVKHV WKH PD[LPXP DYHUDJH PDWXULW\ OLPLW \H[ &KDQJHV LQ WKH HERQR@PH¥ LQ QHW LQWH
ZLWKRXW PDWXULW\ DV GHILQHG LQ $UW Rl *XLGHOLQHV RQ WKH PDQDJHPH YDOXH RIHTXLW\ ~ LQFRPH

ULVN DQG FUHGLW VSUHDG ULVN DULVLQJ IURP QRQ WUDGLQJ ERRN DEWILYLWLHY . . .
2EWREHU HIJXODWRUY VKRFN VFHQDULRV

3DUDOOHO XS PRYHPHQW
3 DWUDOOHO GRZQ PRYHPHQW

,Q LWV 576 627 JXLGH WKH (%$ GHILQHV VL[ LQWHUH__ /36BWH WKRWNRRFH
FXUUHQF\ FRQVLGHUHG VLJQLILFDQW IRU LQWHUHVW UDWH Vi NDSWWUHSRWHY DQG
HDFK VXSHUYLVRU\ VFHQDULR GKRUW UDWHY XS
PRYHPHQW 6KRUW UDWHV GRZQ
PRYHPHQW LRWHV
DQ HV LQ WKH HFRQRPLF YDOXH RI HTXLW\ I (9( 7,(5 _ &K
3RVLWLYLVDWLRQ RU ORZHULQJ RI VKRUW WHUP UDWHO/?IDQ UDLVLQJ Rl ORQJ WHUP UDWHYV
* @ 7KH '"HF VHQVLWLYLWLHY ZHUH UHYLVHG E\ LQFRUSRUD LQJ D Q
N ] WWHU VWDWLVWLFDO ILW E\ LQFRUSRULI
JODWWHQLQJ RU ULVLQJ VKRUW WHUP)UODWHE DG |Doo(ﬁ_’xlfgqq @%\@EQH%/%\WDPQEVQ‘%/%E}RUG QP ZLWK WKH QHZ URIXODWRUL D

6KRUW WHUPGUWRWH KD@H B QG
/JRZHULQJ RI VKR UM WU B DD @H VRS 7KH LQWHUHVW UDWH ULVN ILIJXUHV DV DW HQG 'HFHPEHU

>

$FFRUGLQJ WR WKLV JXLGH HQWLWLHY PXVW FDOFXODWH DWWDQ—Q)N/'—V\QW%IE’U\'(NHM\VW@WR’élﬂ\#W'ﬁW)S%QQd-WMHVW Ub
GLVWXUEDQFHV LQ LQWHUHVW UDWHVY RQ WKH (FRQRPLF 9DOXH Rt UNKRPBHW Kk WMH\ IYOPHZRUN OLPLW

7KH UHJXODWLRQV HVWDEOLVK D TXDQWLWDWLYH UHJXODWRU\ WKURKKXYoEQIRY RWMBREPHWULRQPDIUB R IRY pW)HRG., PHWU
WKH VHQVLWLYLW\ RI HFRQRPLF YDOXH ZLWK UHVSHFW WR WK®™PEPR @N/OWCEHEJO'-@USWVDL&WSUEB" WRMBMHVY  RWK DGYF
VFHQDULRV ,Q WKLV FDVH WKH FRPSHWHQW DXWKRULW\ PD\ DPIOWKBXHP WKW VD&Y UuKEYL D KU¥ELVY ®XH WR WKH
VXSHUYLVRU\ PHDVXUHV LQ DUWLFOH RI 'LUHFWLYH (8

$VVXPSWLRQV RQ WKH SDFH RI HDUO\ UHSD\PHQWV RI PRUWJDJH ORDQV DQG RU WKH EHKDYLRXU RI GHPDQG GHSRVLWYV DUH VXEMHFW WR LQWHUHVW UDWH VKRFN VFHQDULRYV

JLIOODU  'LVFORVXUHV 5HSRUW



DVVXPSWLRQV DERXW WKH EHKDYLRXU RI WKH EDODQFHO VRRHYMNVLYLYEWERQVRI WRHWKMHR E§KDRJJH\E S

GHVFULEHG LQ WKH UHJXODWRUN VFHQDULRYV ,QWHUHVW UDWH VFHQDULRV SUHVHQWHG SHULRGLFDOO\
1,, V QHW VHQVLWLYLW\ WR WKH UDWH FXW VFHQDULR LIQV \8X 8 WDR HRKH BREZE UHS URMHEWWIGY ISRWE WNVXE DQG GRZG
PDUJLQ RQ YDULDEOH \LHOG DVVHW SRVLWLRQV LQ WKLY VFH 7K %ﬁ]@%\( HQYV &%Y%'W\ L

PLWLIJDWHG E\ WKH ORZHU FRVW RI ILQDQFLQJ LQ OLDEb%%%&Mﬁg \éﬂ EB\Q\HK%b H %BQDO\VHG ZL
DQ LQWHUHVW UDWH FXW WKH EDQN GRHV QRW H[SHF \ YQIHV WR WKH FRVW RI

ILQDQFLQJ QRQ LQWHUHVW EHDULQJ DFFRXQWY OHDYLQ2ZIRWHMKH GRWHRWHY WK BWRIDWYVVLYHKHQWHWHVW UDWH FKDQ.

LPSDFW RI WKLV VFHQDULR UHIOHFWV D GURS LQ QHW LFRQMHHWIdWWHLQQ¥F RPHUESUERKLIQY WO VMNWO\ KHWKHYQWHUHVW LQF
WKDQ RI' WKH EDQN V 7LHU FDSLWDO FKDQJH LQ WKH VORSH RI WKH \LHOG FXUYH ZKLFK PDLQO\ L

7KH IDOO LQ PDUNHW LQWHUHVW UDWHY GXULQJ KDV OHG WR WKH *URXS V EDODQFH VKHHW EHLQJ
SRVLWLRQHG WR SUHVHUYH WKH JHQHUDWLRQ RI ILQDQFLDO“UOQ+RPH "LQ'"WKHY EBVH"VFHQDYLR "W7KH
SHUIRUPDQFH RI WKH UHJXODWRU\ VHQVLWLYLW\ RI QHW LIQWHUHVWI LOFRPH YVINYIEQ %DQNLQWHU

"URXS LQ ZDV LQ OLQH ZLWK H[SHFWDWLRQV DW ORZQHYWKHPVHgs RI ILQDQFLDO \HDU WKH VHQVLWLYLW\ UH
,Q WKH FDVH Rl WKH (FRQRPLF 9DOXH PHWULF WKH VKRBERQRRUP YOOWHUHQW KIHVEH I KHWHQ WF¥MBHhQRHLRY ZRXOG EH |
EHFRPHV WKH PRVW DGYHUVH VFHQDULR IURP WKH EHJLQQLQJ RI PDLQO\ DV D UHVXOW RI

WKH %DQN V SRVLWLRQLQJ LQ D SUREDEOH VFHQDULR RI LQWHUHVW UDWH GHFOLQHV LQ WKH PDUNHW

7KH JUHDWHU QHJDWLYH VHQVLWLYLW\ LQ WKLV LQWHU 6HQVLWLYLW\ RI QHW LQWHUHVW LQBR®NHQVLWLYLW\
LQFUHDVHG H[SRVXUH DQG GXUDWLRQ RQ WKH DVVHW—rcrm . g

SRUWIROLR DQG WKH $/&2 SRUWIROLR DOG WR WKH Jupndeo®yRoouo DEED OV POPHO

UHVXOWLQJ IURP LWV QHZ FRPSRVLWLRQ WKH PLJUDWLRCGSR}PYRPQHO w ESCHYPHQHO

WHUP GHSRVLW 1RWH WKDW LQ WKH FDVH RI DVVHW SFRRBLS\DIUD@PYHO RPLES SDYGRPOHO

UHGXFHG E\ GLVFRXQWLQJ WKHLU IXWXUH FDVK IORZV DW K EBK$IDUGAYHO / ES SDUDOOHO

7KH SHUIRUPDQFH Rl WKH UHJXODWRU\ VHQVLWLYLW\ RUHRR®YKP|GFOQ WHEE FPOYYIYY — ES

VFHQDULR LQ VKRZV VWDEOH EHKDYLRXU GXH WR DFWLGXDQ \WN VRl I* WGP I9  (DIPD ES

H[SRVXUHV GHVSLWH EHLQJ LPSDFWHG E\ WKH VKR UW H)d DRDAWWQU QW \ SRVIWQDIYPMWORQ ES
OLDELOLWLHV GXH WR ERWK LWV QHZ FRPSRVLWLRQ BREWIRLWBRARG > WWHEIS ST Es

UHVWULFWLRQV RQ WKH PDWXULW\ RI FXUUHQW DFFRXQWYV

%DVHG RQ WKH (%$ JXLGHOLQHV YDULRXV PDQDJHPHQW VFHQDULRY KDYH EHHQ GHILQHG WR FDSWXUH
DOO LOWHUHVW UDWH ULVNV LQ %DQNLQWHU UHSULFLQJ EDVLV(lP,Ql@DIbSJ\/MLB@Q\FH_\M\_VNVN 7TKHVH VFHQDULRV ZHUH
SUHVHQWHG DQG DSSURYHG E\ $/&2

3DUDOOHO GRZQ PRYHPHQW LQ UDWHV RI ES

3DUDOOHO XS PRYHPHQW LQ UDWHV RI ES 7KH VWUXFWXUDO H[FKDQJH UDWH ULVN RQ WKH EDODQFH
DQG IXQGYV WKDW DUH GHQRPLQDWHG LQ IRUHLJQ FXUUHQF\

SDUDOOHO GRZQ PRYHPHQW LQ UDWHYV RI ES WKH SRVVLEOH QHJDWLYH LPSDFW RI H[FKDQJH UDWH IOXFW

SDUDOOHO XS PRYHPHQW LQ UDWHV RI ES 7KH %DODQFH 6KHHW ODQDJHPHQW DUHD SDUW RI WKH 7

*UDGXDO XS PRYHPHQW LQ UDWHV RI ES HVWDEOLVKHY WKH PDQDJHPHQW DQG KHGJLQJ SROLFLHV IR
LV WR KHGJH DOO EDODQFH VKHHW SRVLWLRQV VR WKDW W]

*UDGXDO GRZQ PRYHPHQW LQ UDWHYV RI ES LV NHSW WR D PLOLPXP

JODWWHQLQJ RI WKH VORSH Rl ES
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7KH ULVN RI RSHUDWLQJ ZLWK DVVHWY DQG OLDELOLWLHYVY LQ RWKHU FXUUHQFLHY EHIRUH KHGJLQJ ZRXOG EH
GHILQHG E\

7KH SHUFHQWDJH GHSUHFLDWLRQ RI D FXUUHQF\ LI D ORQJ SRVLWLRQ PRUH DVVHWV WKDQ
OLDELOLWLHY LQ WKDW FXUUHQF\ LV WDNHQ

7KH SHUFHQWDJH DSSUHFLDWLRQ RI D FXUUHQF\ LI D VKRUW SRVLWLRQ PRUH OLDELOLWLHVY WKDQ
DVVHWYV LV WDNHQ

7KH /LTXLGLW\N GHVN ZLWKLQ WKH %DODQFH 6KHHW ODQDJHPHQW DUHD LV UHVSRQVLEOH IRU H[FKDQJH
UDWH KHGJLQJ W UHFHLYHV LQIRUPDWLRQ RQ D GDLO\ EDVLV DERXW WKH SRVLWLRQ LQ HDFK RI WKH
FXUUHQFLHY DQG WKH H[SHFWHG PRYHPHQWY 7KH SRVLWLRQV DUH WKHQ KHGJHG LQ OLJKW RI WKH
UHVXOWLQJ EDODQFHVY HLWKHU E\ SODFLQJ VXUSOXVHVY RQ WKH PDUNHW RU WDNLQJ QHJDWLYH SRVLWLRQV
7KHVH KHGJHY DUH FDUULHG RXW HLWKHU WKURXJK VSRW WUDQVDFWLRQV RU ); VZDSV

7KHUHIRUH WKH VWUXFWXUDO H[FKDQJH UDWH ULVN LV PDQDJHG RQ D GDLO\ EDVLV PLQLPLVLQJ WKH
LPSDFW WKDW DQ DGYHUVH PRYHPHQW LQ H[FKDQJH UDWHYVY FRXOG KDYH RQ WKH *URXS V UHVXOWYV
$GGLWLRQDOO\ D VHFRQG OHYHO FRQWURO LV FDUULHG RXW E\ WKH )LQDQFLDO &RQWURO GHSDUWPHQW RQ WKH
SRVLWLRQV LQ HDFK RI WKH FXUUHQFLHYV

7KH FXUUHQF\ SRVLWLRQV JHQHUDWHG E\ WUDGLQJ DFWLYLWLHY DUH DOVR PDQDJHG E\ WKH &XUUHQF\
'"HVN EXW WKHLU PHDVXUHPHQW LV LQFOXGHG LQ WKH PRQLWRULQJ RI WKH UHVW RI WKH PDUNHW ULVNYV
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IJLTXLGLW\ DQG
IXQGLQJ ULVN



/IHYHO

*RYHUQDQFH DQG PRQLWRULQJ RI IXQGLQJ DQG OfWrkAE RWR UKV DOLW\ OLTXLG DVVHWV WKDW FRYHUV QHW

,QIRUPDWLRQ RQ WKH JRYHUQDQFH DQG PDQDJHPHQW RI WKLV ULMN LVRSYURY¥LGHSG LQWRWH WR WKH

*URXS V FRQVROLGDWHG DQQXDO ILQDQFLDO VWDWHPHQWYV
5DWLR RI QHW OHQGLQJ WR VWDEOH FXVWRPHU GHSRVLWYV

EWUXFWXUDO OLTXLGLW\ ULVN LV DVVRFLDWHG ZLWK WKH V@D QR b® QN W WXL RQ W P EBOLNGFW R/ KPHRE Dy Wl wL
SD\PHQW REOLJDWLRQV LW WDNHV RQ DQG WR IXQG LWV LQYHVWPHQW EXVLQHVV 7KH %DQNLQWHU *URXS

DFWLYHO\ PRQLWRUV OLTXLGLW\ DQG LWV IRUHFDVWY DV ZHOO WKH'YPHDYV XUHV-WR ' WDNH HLWKHU XQGHU “QRUPDO

PDUNHW FRQGLWLRQV RU LQ H[FHSWLRQDO VLWXDWLRQV WHKXQWLRY pNARPWY WK H XD & Y HY VR \PRUNH WD WHG Lo R
EHKDYLRXU WKH LVVXLQJ FDSDFLW\ Rl FRYHUHG ERQGYV

7KH PDQDJHPHQW RI WKLV ULVN LV WKH UHVSRQVLELOLW\ Ri,WKH $/&2 E\ GHOHIDWLRQ Rl WKH %RDUG RI

"LUHFWRUYV

7KH SULQFLSOHV VWUDWHJLHY DQG SUDFWLFHV IRU OLTXLGLW\ PDQDJHPHQW DUH VHW RXW LQ WKH /LTXLGLW\
SODQQLQJ IUDPHZRUN WKDW LV DSSURYHG E\ WKH %RDUG RIKHUWMRWROVDPRXQW RI ILQDQFLQJ WKURXJK WKH (XURSHD(

GHSRVLWHG L DFFRXQWYV DW WKH (&%
7KH SULPDU\ JRDO RI PDQDJLQJ OLTXLGLW\ ULVN LV WKDW %DQNLQWHU *URXS PDLQWDLQV HQRXJK IXQGYV

WR FRYHU DOO LWV FRPPLWPHQWY RYHU D ORQJ SHULRG RI WLPHGK® D'@\VPDWN B WRFRIQ/GIOW L RQM
YXOILOPHQW RI WKLV REMHFWLYH LV VXEMHFW WR WKH IROORKAWW WHINN UAKROHRD/OH IXQGLQJ DV D SHUFHQWDJH RI WRW

ODLOQWDLQLQJ D UHGXFHG UHOLDQFH RQ ZKROHVDOH PDUNHWVOWRDIXQGARSHUDWLRGVFWRKRURXJIK
EDODQFHG JURZWK LQ ORDQV DQG UHWDLO IXQGV

'LYHUVLI\LQJ ZKROHVDOH IXQGLQJ VRXUFHV ERWK |URKRWOKH BQHQM QRG LYQALH Z LRV KL @ DWYV XX MO VRV PRQWKYV DV D Sk
DQG PDUNHWYV DVVHWYV

ODLQWDLQLQJ D FXVWRPHU IXQGLQJ JDS ZLWK D ORDQ WR-GHERVLW /W' UDWLR EHORZ
ODLQWDLQ D SUHVHQFH LQ ZKROHVDOH PDUNHWYV LVVED®ILR®IDDYBIODED HE YWNEOH DX@RUGD RFHIU UHTXLUHG VWD
ZLWK PDUNHW RSSRUWXQLWLHY DQG QHHGV

211HULQJ PDILPXP WUDQVSDUHQF\ WR LQYHVWRUV B\ UidX 0GR hRwS L ANLAHR wRIRHESY LB sRVLWRUY DQG WRWD
°DQ OLTXLGLW\ ULVN GHULYHG IURP FRQFHQWUDWLQJ OLDELOLW:

+DYLQJ DQ DSSURSULDWH ZKROHVDOH PDWXULW\ SURILOH DYRLGLQIJI-ERQFHQWUDWLRQV

ODLOQWDLQLQJ D VXIILFLHQW EXIIHU RI OLTXLG DVVHngl\J/\gg{\ézl_ll?é\lﬁx6IH\Q£KD§/RWIK|IQV%IHQ|(R|d:\O'}_Rk/L))(bJ\FHRLIQ WKH VHFRQGD

ZKROHVDOH PDUNHWY DQG RWKHU VWUHVYV WHVW VFHq_ FRPSDUHG WR WKH UHVW RI WKH VHEWRU LW LV W

7KH PHWULFV GHILQHG WR DVVHVV OLTXLGLW\ ULVN DUH GHWHRWRMNGDYQ X/KNROH WWKIH GADQ N KR XN S HBWREAHPY LQ
JUDPHZRUN DW WZR OHYHOV GHSHQGLQJ RQ ZKHWKHU WKH\PDWH W W RIUF 7 DU HDAM HWE RWEFRD WR KK PIKHQU UULYW KM RI LQWHUHVW

WKH EXVLQHVV RU WKRVH WKDW GLUHFWO\ LPSDFW SURILWD F L D \'\p LM, FD K H
ZRXOG IDOO LQWR /HYHO ZKLOH /HYHO DSSOLHV WR WK@@%%W%Mﬁ/ﬁ@&ﬂi@ﬁk&gﬁﬁﬁgg ég)g&%g\?\lﬁvwll:s\][)g:

QRW GLUHFWO\ LPSDFW WKH FRPSDQ\ V ULVNV DOVR FRQGXFWHG RO WKH SURMHFWLRQV PDGH
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,Q DGGLWLRQ WR WKH DERYH WKH ODUNHW 5LVNV DUHD FRQRAWROV YDDNLWWHUUHVYSNHEWYHWR | FRQWARPSD LWYFEDODQFHG
ZLWK WKH OLPLWYVY VHW E\ WKH %RDUG Rl 'LUHFWRUV DQG GHGNBD®HGHER QGHKH B RVORDK/ROHY OREIVRE O NHIWR Y

WKHLU PDQDJIHPHQW DQG WKH $/&2 ,VVXHV LQ ZKROHVDOH PDUNHWV ZLOO EH XVHG WR PHHW V
$Q ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV  F®EIL WIVOFRIPTXFIHPEH QWY XDOO\ WR UHYLHZ

OLTXLGLW\ PHDVXUHPHQW DQG PDQDJHPHQW VWUDWHJILHY DQG SURFHGXUHV 7KH GRFXPHQW SURYLGHV

DQ RYHUYLHZ RI WKH *URXS V OLTXLGLW\ DQG IXQGLQJ VLW XDWlRX D®GWA VN YRHWOIHF \U D @G F8 DADP HWH UV

WR GHVFULEH WKH PDQDJHPHQW RI WKLV ULVN ,Q WKLV ZD\ PDQDJHPHQW DQG WKH %RDUG RI

"LUHFWRUV DVVHVV %DQNLQWHU V OLTXLGLW\ ULVN 7DEOH /, 4 EHORZ SUHVHQWYVY WKH FRPSRQHQWYV RI WKH /&5
HQG RI FK TXDUWHU R 7KH YDOXHV DQG ILIXUHV KDY
D

HD |
7KH ODWHVW ,/$$3 VWXG\ IRU IRXQG WKDW OLTXLGLW\RSLP\@QWRW@P QMY U-WD WG R BXD WU WK DWKH WZHOYH PRQWH
1\

%DQNLQWHU V OLTXLGLW\ ULVN SURILOH LV ORZ DQG WKDHWrRQ@LOH VKM Go0FN. APK B Y Hs HY R oW RV (8
PRQLWRULQJ DQG FRQWURO RI WKLV ULVN 7KH /LTXLGLW\ $GHTXDF\ 6WDWHPHQW DQDO\VHV

6WUDWHJI\ DQG PDQDJIJHPHQW RI OLTXLGLW\ ULVN
7KH SHUIRUPDQFH RI WKH PDLQ OLTXLGLW\ LQGLFDWRUYV
&RPSOLDQFH ZLWK UHIJXODWRU\ DQG LQWHUQDO OLPLWYV

7KH H[LVWHQFH RI D UREXVW OLTXLGLW\ FRQWLQJHQF\ SODQ WKDW LQFOXGHV WKH DUHDV DQG
FRPPLWWHHY UHVSRQVLEOH IRU RYHUVHHLQJ WKH FRQWLQJHQF\ SODQ HDUO\ ZDUQLQJ

PHFKDQLVPV WR GHWHFW VLIJQLILFDQW FKDQJHYV LQ WKH EDQN V OLTXLGLW\ DQG D ZLGH UDQJH
RI OLTXLGLW\ JHQHUDWLQJ PHDVXUHV WKH TXDQWLILFDWLRQ RI ZKLFK LV UHJXODUO\ UHYLHZHG

$SSURYLQJ WKH XVH RI DVVXPSWLRQV WR KLJKOLJKW WKH %DQN V OLTXLGLW\ SRVLWLRQ ZKLFK
DUH SUHVHQWHG PRQWKO\ LQ $/&2 DQG UHIOHFW D YHU\ VWURQJ OLTXLGLW\ SRVLWLRQ

ILTXLGLW\ DQG IXQGLQJ SURVSHFWYV

'XULQJ %DQNLQWHU KDV PDLQWDLQHG D YHU\ VWURQJ OLTXLGLW\ SRVLWLRQ ZLWK FXVWRPHU IXQGYV
DFFRXQWLQJ IRU RI WKH *URXS V FXVWRPHU FUHGLW 7KH OLTXLGLW\ QHHGYV JHQHUDWHG E\ WKH
JURZWK LQ FUHGLW LQYHVWPHQW KDYH EHHQ IXOO\ FRYHUHG E\ UHWDLO IXQGV ZLWK JURZWK LQ ERWK
LQGLFDWRUV H[FHHGLQJ PLOOLRQ HXURYV

5HIDUGLQJ ZKROHVDOH IXQGLQJ PLOOLRQ HXURV RI D VHQLRU SUHIHUUHG LVVXH PDWXUHG LQ ODUFK

DQG LQ WKH VDPH PRQWK WKH ODVW OLYH DXFWLRQ RI WKH 7/752 ,,, SURJUDPPH ZDV UHGHHPHG IRU

DQ DPRXQW RI PLOOLRQ 7R FRYHU WKHVH PDWXULWLHV DQG PHHW 05(/ UHTXLUHPHQWYV

%DOQNLQWHU KDV JRQH WR WKH LQVWLWXWLRQDO PDUNHW RQ WZR RFFDVLRQV LVVXLQJ SUHIHUUHG VHQLRU
GHEW IRU D QRPLQDO YDOXH RI PLOOLRQ DQG VXERUGLQDWHG GHEW IRU D QRPLQDO YDOXH RI

PLOOLRQ ZLWK H[FHOOHQW DFFHSWDQFH E\ ZKROHVDOH LQYHVWRUV

:KROHVDOH IXQGLQJ PDWXULWLHYV DUH GLVWULEXWHG RYHU WLPH VR DV WR PLQLPLVH UHILQDQFLQJ
GLIILFXOWLHYV

£
%
=%
P

5HJDUGLQJ WKH OLTXLGLW\ EXIIHU LW FRQWLQXHV WR LQFUHDVH DOORZLQJ /&5 OHYHOV WR EH PDLQWDLQHG
ZHOO DERYH ERWK LQWHUQDO DQG UHJXODWRU\ OLPLWY UHDFKLQJ DW WKH HQG RI WKH \HDU

7KH QHW VWDEOH IXQGLQJ UDWLR 16)5 JLYHQ WKH EDODQFHG DQG VWDEOH FRPSRVLWLRQ RI WKH
ILQDQFLQJ SURYLGHG E\ WKH %DQNLQWHU *URXS WR FRYHU LWV QHHGV VWDQGV DW DV RI
'HFHPEHU FRPSDUHG WR DW WKH HQG RI WKH SUHYLRXV \HDU

JLIOODU  'LVFORVXUHV 5HSRUW



/ILTXLGLW\ FRYHUDJH UDWLR /&5 /,4

D E F

G

| J K

&RQVROLGDWHG VFRSH 7RWDO XQZHLJKWHG YDOXH

DYHUDJH

7RWDO ZHLJKWHG YDOXH DYHUDJH

(8 DA4XDUWHU HQGLQJ

(8 E1XPEHU RI ILJXUHV XVHG LQ FDOFXODWLQJ WKH DYHUDJH

+,*+ 48%/,7< /,48,' $66(76

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$

&$6+ 287)/2:6

SHWDLO GHSRVLWVY DQG GHSRVLWYV IURP VPDOO EXVLQHVV FXVWRPHUV RI ZKLFK

6WDEOH GHSRVLWYV

/HVV VWDEOH GHSRVLWV

8QVHFXUHG ZKROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWY DOO FRXQWHUSDUWLHY DQG GHSRVLWV LQ QHWZRUNV RI
FRRSHUDWLYH EDQNV

1RQ RSHUDWLRQDO GHSRVLWV DOO FRXQWHUSDUWLHV

8QVHFXUHG GHEW

6HFXUHG ZKROHVDOH IXQGLQJ

$GGLWLRQDO UHTXLUHPHQWYV

2XWIORZV UHODWHG WR GHULYDWLYH H[SRVXUHV DQG RWKHU FROODWHUDO
UHTXLUHPHQWV

2XWIORZV UHODWHG WR ORVV RI IXQGLQJ RQ GHEW SURGXFWYV

&UHGLW DQG OLTXLGLW)\ IDFLOLWLHV

2WKHU FRQWUDFWXDO IXQGLQJ REOLJDWLRQV

2WKHU FROQWLQJHQW IXQGLQJ REOLJDWLRQV

727%/ &%$6+ 287)/2:6

&$6+ ,1)/2:6

6HFXUHG OHQGLQJ HJ UHYHUVH UHSRYV <] é
,QIORZV IURP IXOO\ SHUIRUPLQJ H[SRVXUHV
2WKHU FDVK LQIORZV
"LIIHUHQFH EHWZHHQ WRWDO ZHLJKWHG LQIORZYVY DQG WRWDO ZHLJKWHG
(8 I:)RXWIORZV DULVLQJ IURP WUDQVDFWLRQV LQ WKLUG FRXQWULHYVY ZKHUH WKHUH DUH 6 6 6 6
WUDQVIHU UHVWULFWLRQV RU ZKLFK DUH GHQRPLQDWHG LQ QRQ FRQYHUWLEOH
FXUUHQFLHYV
(8 E ([FHVV LQIORZV IURP D UHODWHG VSHFLDOLVHG FUHGLW LQVWLWXWLRQ e é e é
727%/ &%$6+ ,1)/2:6
(8 D)XOO\ H[HPSW LQIORZV é é é é é é é é
(8 E,QIORZV VXEMHFW WR FDS é é é é e e S e
(8 F,QIORZV VXEMHFW WR FDS
(8 /,48,',7< %8))(5

727%/ 1(7 &$6+ 287)/2:6

/.48, ,7< &29(5%*( 5%7,2

$YHUDJH RI WKH FRQVROLGDWHG /&5 UDWLRV

JLIXUHV LQ PLOOLRQV RI

JLIOODU  'LVFORVXUHV 5HSRUW



4XDOLWDWLYH LQIRUPDWLRQ RQ WKH OLTXLGLW\ FRYHUDJH UDWLR /,4%

7KH PHWULFV WKDW LQIOXHQFH WKH /&5 DUH OLTXLG DVVHWV +4/$ DQG QHW OLTXLGLW\ RXWIORZV DIWHU
GD\V LQ DFFRUGDQFH ZLWK WKH UHJXODWLRQV IRU WKLV UDWLR

$W \HDU HQG DV WKURXJKRXW WKH \HDU WKH OLTXLGLW\ FRYHUDJH UDWLR UHPDLQHG FRPIRUWDEO\
DERYH UHJXODWRU\ OLPLWY DQG WKH *URXSiV LQWHUQDO FRQWURO OLPLWV VWDQGLQJ DW RQ
DYHUDJH RYHU WKH SDVW PRQWKYV

2] SDUWLFXODU LPSRUWDQFH ZLWKLQ WKH YDULRXV VRXUFHV RI IXQGLQJ LV WKDW RULJLQDWLQJ IURP UHWDLO
GHSRVLWV ZKLFK LV FKDUDFWHULVHG E\ LWV VWDELOLW\ :KROHVDOH IXQGLQJ LV LQ VHFRQG SODFH

7KH OLTXLGLW\ EXIIHU FRQVLVWY ODUJHO\ RI /HYHO DVVHWY PDLQO\ UHVHUYHV DW FHQWUDO EDQNV WKDW
FDQ EH ZLWKGUDZQ 6HFRQG WKHUH DUH WKH DVVHWYVY RI SXEOLF DGPLQLVWUDWLRQV 7KLUG ZH KDYH
PRUWJDJH ERQGYV ZLWK D YHU\ KLJK GHJUHH RI OLTXLGLW\ ,Q DGGLWLRQ WR UHJXODWRU\ OLTXLG DVVHWYV
%DOQNLQWHU KDV D VLIQLILFDQW DPRXQW RI XQHQFXPEHUHG OLTXLG IXQGYVY DYDLODEOH IRU LPPHGLDWH
XVH DV FROODWHUDO WR REWDLQ DGGLWLRQDO ILQDQFLQJ

7KHUH DUH QR RWKHU UHOHYDQW /&5 FDOFXODWLRQ HOHPHQWYVY WKDW DUH QRW LQFOXGHG LQ WKH /&5
GLVFORVXUH WHPSODWH

'"HULYDWLYH WUDQVDFWLRQV DUH FDUULHG RXW XQGHU FUHGLW VXSSRUW DQQH[HV &6%$V WKDW %DQNLQWHU
KDV HQWHUHG LQWR ZLWK WKH YDULRXV FRXQWHUSDUWLHY LW RSHUDWHYV ZLWK LOOXVWUDWLQJ WKDW KHGJLQJ
GHULYDWLYHV H[SRVXUH LV QRUPDO SUDFWLFH IRU WKH %DQN

%DQNLQWHU RQO\ SURGXFHV D OLTXLGLW\ FRYHUDJH UDWLR /&5 LQ HXURV DW FRQVROLGDWHG OHYHO DV WKLV
LV LWV RQO\ VLIQLILFDQW FXUUHQF\

1R RWKHU VLIJQLILFDQW HOHPHQWY DUH LQYROYHG LQ FDOFXODWLQJ WKH OLTXLGLW\ UDWLR RWKHU WKDQ WKRVH
LQ WKH SUHYLRXV SRLQWV RI WKLV WHPSODWH

JLIOODU  'LVFORVXUHV 5HSRUW



1HW VWDEOH IXQGLQJ UDWLR 16)5

1HW VWDEOH IXQGLQJ UDWLR 16)5 /,4

9DOXH QRW ZHUIKWHG E\,
UHVLGXDO PDWWxuLw\ ‘HLIKWHG YDOXH
1R PDWXULW\ PRQWKV2WR \HOU RU
PRQWKYV \HDU PRUH

$YDLODEOH VWDEOH IXQGLQJ LWHPV $6)

&DSLWDO LWHPV DQG LQVWUXPHQWV

6KDUHKROGHUViI HTXLW\

2WKHU FDSLWDO LQVWUXPHQWYV

S5HWDLO GHSRVLWV

6WDEOH GHSRVLWV

/HVV VWDEOH GHSRVLWYV

:KROHVDOH IXQGLQJ

2SHUDWLQJ GHSRVLWYV

2WKHU ZKROHVDOH IXQGLQJ

,QWHUGHSHQGHQW OLDELOLWLHV

2WKHU OLDELOLWLHYV

/LDELOLWLHY DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLR

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH SUHYLRXV FDWHJRULHYV

7RWDO VWDEOH IXQGLQJ DYDLODEOH

S5HTXLUHG VWDEOH IXQGLQJ 56) LWHPV

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/%$

(8

(QFXPEHUHG DVVHWYV ZLWK D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D FRYHUDJH SRRO

'"HSRVLWV KHOG LQ RWKHU ILQDQFLDO HQWLWLHYV IRU RSHUDWLQJ SXUSRVHV

SHUIRUPLQJ ORDQV DQG VHFXULWLHV

1RQ SHUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ 7LHU +4/$ DUH VXEMHFW WR D YDOXDWLRQ KDLUFXW RI

1RQ SHUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ RWKHU DVVHWY DQG ORDQV DQG DGYDQFHV WR ILQDQFLDO LQV

SHUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FXVWRPHUV ORDQV WR UHWDLO DQG VPDOO EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQ LVVXHUV DQG SXEOLF VF

LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %&%6 ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN
ORUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH RI ZKLFK
LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %&%6 ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN

2WKHU ORDQV DQG VHFXULWLHV WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\ DV +4/$ LQFOXGLQJ H[FKDQJH WUDGHG HTXLW\ DQG RQ EDODQFH VKHHW WUDGH ILQDQFH

,QWHUGHSHQGHQW DVVHWYV

2WKHU DVVHWYV

3K\WVLFDOO\ WUDGHG FRPPRGLWLHV

$VVHWV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYHV FRQWUDFWY DQG FRQWULEXWLRQV WR &&3 GHIDXOW IXQGV

$VVHWYV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLRDb

/ILDELOLWLHYV UHVXOWLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLR EHIRUH GHGXFWLRQ RI WKH FRQWULEXWHG YDULDWLRQ PDUJLQ

$00 RWKHU DVVHWV QRW LQFOXGHG LQ WKH DERYH FDWHJRULHYV

21l EDODQFH VKHHW LWHPV

7RWDO VWDEOH IXQGLQJ UHTXLUHG

1HW VWDEOH IXQGLQJ UDWLR

JLIXUHV LQ PLOOLRQV RI }

JLIOODU  'LVFORVXUHV 5HSRUW
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'"HILQLWLRQ DQG FRPSRVLWLRQ RI WKH OHYHUDJI—%B%WLQI%NHU

*URXS OHYHUDJH UDWLR DW WKH HQG RI '"HFHPE

7KH OHYHUDJH UDWLR LV D VXSSOHPHQWDU\ PHDVXUH WR WKH 11HPDI QI Q1 EDSIWDO IOGIEDWRIIV 1 OWHOGHG

WR HQFRXUDJH LQVWLWXWLRQV WR PDLQWDLQ SUXGHQW |

OHYHUDJH DQG DYRLGLQJ GHVWDELOLVDWLRQ Rl WKH HFRQRFHDQG RIT WKH EDQNLQJ VIVWHP

$V GHILQHG LQ 5HIJXODWLRQ (8 WKLV UDWLR LV WLKIGRVEBd L WDO DV D SHUFHOWDJH RI WRWDO

HISRVXUH 7KH HOHPHQWYV XVHG WR EXLOG WKH UDWLR DUH MBYHRBRDIBRIDMWLR

7LHU FDEDWBPXOXODWHG DFFRUGLQJ WR WKH FDSLWDO DGHTXDF\ UHJXODWLRQV ,W LQFOXGHYV

FDSLWDO UHVHUYHV UHWDLQHG HDUQLQJY DQG FDSLWDO JDLQV RQ RWKHU DYDLODEOH

JLIXUHV LQ WKRXVDQGV RI |

IRU VDOH

DVVHWY DV ZHOO DV DGGLWLRQDO WLHU FDSLWDO LQVWUXPHQWY DGMXVWHG IRU WLHU

GHGXFWLRQV
([SRVXWIHV GHILQHG LQ DUWLFOH RI WKH 5HIXODWLRQ WKLV LV WKH VXP RI EDODQFH

VKHHW DVVHWYV RIl EDODQFH VKHHW LWHPV GHULYDWLYH DQG VHFXULWLHV ILQDQFLQJ

HISRVXUHV DQG 7LHU , GHGXFWLRQV

D %DODQFH VKHHW DVVHWY LQFOXGHV WKH FDUU\LQJ DPRXQW Rl ILQDQFLDO DVVHWYV EXW
GRHV QRW LQFOXGH GHULYDWLYHV RU VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV ZKLFK DUH

FRQVLGHUHG LQ WKH IROORZLQJ VHFWLRQV

E ([SRVXUHV LQ GHULYDWLYHV LQFOXGHV WKH UHSODFHPHQW FRVW IROORZLQJ DSSOLFDWLRQ
RI QHWWLQJ DJUHHPHQWYV DQG FROODWHUDO UHFHLYHG DQG WKH SRWHQWLDO IXWXUH ULVN

DGG RQ WDNLQJ LQWR DFFRXQW FRQWUDFWXDO QHWWLQJ DJUHHPHQWYV

F ([SRVXUHV LQ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV LQFOXGHV WKH H[SRVXUH PHDVXUH

SOXV DQ DGG RQ IRU FRXQWHUSDUW\ FUHGLW ULVN

G 21l EDODQFH VKHHW LWHPV UHODWHV WR FRQWLQJHQW ULVNV DQG FRPPLWPHQWYV
DSSO\LQJ D IORRU RI WR WKH FRQYHUVLRQ IDFWRUV LQ OLQH ZLWK DUWLFOH
VHSWLHV RI WKH 5HIXODWLRQ

H &4RQYHQWLRQDO SXUFKDVHV RU VDOHV RXWVWDQGLQJ FDOFXODWHG DV UHIHUUHG WR LQ

$UWLFOH J RI WKH 5HIXODWLRQ
([SRVXUHV H[FOXGHG IURP WKH WRWDO H[SRVXUH PHDVXUH

7LHU GHGXFWLRQV DPRXQWYV GHGXFWHG IURP WKH WLHU FDSLWDO PHDVXUH WR HQVXUH

FRQVLVWHQF\ EHWZHHQ WKH FDSLWDO PHDVXUH DQG H[SRVXUH WKHUHIRUH UHGXFLQJ

OHYHUDJH UDWLR H[SRVXUH 7KHVH GHGXFWLRQV DUH VKRZQ LQ 3RLQW RI WKLV UHSRUW

7KH RWKHU H[SRVXUHVY WKDW DUH GHVFULEHG LQ DUWLFOH ELV RI WKH &55
$W WKH FORVH RI WKH ILQDQFLDO \HDU WKH %DQNLQWHU *URXS V OHYHUDJH UDWLR VWRRG DW
FRPSDUHG WR LQ WKH SUHYLRXV \HDU 7KH DQG UDWLRYVY DUH ZHOO DERYH WKH

UHIJXODWRU\ PLQLPXP UHTXLUHPHQW RI

JLIOODU  'LVFORVXUHV 5HSRUW



D

4

DVVHWY DFFRUGLQJ WR SXEOLVKHG ILQ FLDO VWDWHPHQWYV

LQDQ
G IRUEDFFRXQWLQ]J
FRSH

H
W ZKLFK IDOO RXWVLGH WKH VFR RI UHIJXODWRU\
R

K PHHW WKH
QLWLRQ RI ULVN

HZRUN EXW

RI ILQDQFLDO
H

$GMXVWPHQW IRU HOLJLEOH FDVK SRROLQJ WUDQ¥DFWLRQV

$GMXVWPHQW IRU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

$GMXVWPHQW IRU VHFXULWLHY ILQDQFLQJ WUDQVDFWLRQV

$GMXVWPHQW IRU RIl EDODQFH VKHHW LWHPV L H FRQYHUVLRQV RI
RIl EDODQFH VKHHW H[SRVXUHV WR FUHGLW HTXLYDOHQWYV

3UXGHQW YDOXDWLRQ DGMXVWPHQWY DQG VSHFL4LF DQG JHQHUDO
SURYLVLRQV WKDW KDYH UHGXFHG 7LHU FDSLWDO

$GMXVWPHQW IRU H[SRVXUHV H[FOXGHG IURP WK WRWDO
H[SRVXUH PHDVXUH LQ DFFRUGDQFH ZLWK $UWLFOH D F

&55

$GMXVWPHQW IRU H[SRVXUHV H[FOXGHG IURP WK WRWDO
H[SRVXUH PHDVXUH LQ DFFRUGDQFH ZLWK $UWLFOH D M RI
WKH &55

2ZWKHU DGMXVWPHQWYV

7TRWDO OHYHUDJH UDWLR H[SRVXUH PHDVXUH

JLIXUHV LQ WKRXVDQGV RI HXURV

3LIOODU

$ UHFRQFLOLDWLRQ EHWZHHQ WKH *URXS V ILQDQFLDO VWDWHPHQWY DQG WKH H[SRVXUH XVHG LQ
FDOFXODWLQOHWNKIWWDJIH UDWLR LV DV IROORZV

6XPPDU\ RI WKH UHFRQFLOLDWLRQ RI DFFRXQWLQJ DVVHWY DQG H[SRVXUHV FRUUHVSRQGLQJ WR
WKH OHYHUDJH UDWLR /5

'LVFORVXUHV 5HSRUW



7KH

IROORZLQJ WDEOH SURYLGHY D EUHDNGRZQ RI WKH LWHPV XVHG WR FDOFXODWH WKH OHYHUDJH UDWLR DW '"HFHP

/HYHUDJH UDWLR FRPPRQ GLVFORVXUH WDEOH /5

2Q EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHYV DQG 6)7V 4 4

2Q EDODQFH VKHHW LWHPV H[FOXGLQJ GHULYDWLYHV 6)7V DQG ILGXFLDU\ DVVHWYV EXW LQFOXGLQJ VHFXULW\ LQWHUHVWYV

*URVV XS IRU GHULYDWLYH FROODWHUDO SURYLGHG ZKHUH GHGXFWHG IURP WKH EDODQFH VKHHW DVVWHWY SXUVXDQW WR WKH D¢

'"HGXFWLRQV RI UHFHLYDEOHY DVVHWYV IRU FDVK YDULDWLRQ PDUJLQ SURYLGHG LQ GHULYDWLYHVY WUDQVDFWLRQV

$GMXVWPHQW IRU VHFXULWLHYVY UHFHLYHG LQ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV UHFRJQLVHG D& DVVHWYV

$GMXVWPHQWY IRU JHQHUDO FUHGLW ULVN RI RQ EDODQFH VKHHW LWHPV é

$PRXQWV RI DVVHWY GHGXFWHG WR GHWHUPLQH WLHU FDSLWDO

7TRWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG ILGXFLDU\ DVVHWYV

([SRVXUHV LQ GHULYDWLYHV

5HSODFHPHQW FRVW DVVRFLDWHG ZLWK DOO GHULYDWLYH WUDQVDFWLRQV XQGHU WKH VWDQGDUGLVHG DSSURDFK WR FRXQWHU ¢
YDULDWLRQ PDUJLQ

(8

D (([FHSWLRQ DSSOLFDEOH WR GHULYDWLYHV FRQWULEXWLRQ WR UHSODFHPHQW FRVWV XQGHU WKH VLP&SOLILHG VWDQGDU&LVHG D

$PRXQWV RI DGGLWLRQV IRU SRWHQWLDO IXWXUH H[SRVXUH DVVRFLDWHG ZLWK GHULYDWLYH WUDQVDFWLRQV XQGHU WKH VWDQC
FRXQWHUSDUW\ FUHGLW ULVN

(8

D ([FHSWLRQ IRU GHULYDWLYHV 3RWHQWLDO FRQWULEXWLRQ WR IXWXUH H[SRVXUH XQGHU WKH VLPSOLELHG VWDQGDUGLVHKG DSSU

(8

E ([SRVXUH GHWHUPLQHG XQGHU RULJLQDO H[SRVXUH DSSURDFK é é

&&3 FRPSRQHQW H[FOXGLQJ FOLHQW FOHDUHG WUDGLQJ H[SRVXUHV VWDQGDUGLVHG DSSURDFK IRU FRXQWHUSDUW\ FUHGLW UL

(8

D &&3 H[HPSW SRUWLRQ RI WUDGH H[SRVXUHV QHWWHG E\ WKH FOLHQW VLPSOLILHG VWDQGDUGLVHG DSSURDFK

(8

E &&3 H[HPSW SRUWLRQ RI WUDGH H[SRVXUHV QHWWHG E\ WKH FOLHQW RULJLQDO H[SRVXUH PHWKRG

$GMXVWHG HITHFWLYH QRWLRQDO DPRXQW RI ZULWWHQ FUHGLW GHULYDWLYHYV

$GMXVWHG HIIHFWLYH QRWLRQDO RIIVHWY DQG DGGLWLRQDO GHGXFWLRQV IRU FUHGLW GHULYDWLYHVY HQWHUHG LQWR

7TRWDO GHULYDWLYHV H[SRVXUHYV

6)7 H[SRVXUHYV

*URVV DVVHWYV RI VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV ZLWKRXW UHFRJQLWLRQ RI QHWWLQJ DIWHU DGMXVWPHQWYV IRU VDC

1HW DPRXQWYV RI FDVK SD\DEOH DQG FDVK UHFHLYDEOH LQ JURVY DVVHWV RI VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV

&RXQWHUSDUW\ FUHGLW ULVN H[SRVXUH RQ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQ DVVHWYV é é

D([HPSWLRQ IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV &RXQWHUSDUW\ ULVN H[SRVXUH XQGHU $UWLFOH H DQG $UWLFOH

$IJHQW WUDQVDFWLRQ H[SRVXUHV é

D &&3 FRPSRQHQW H[FOXGLQJ H[SRVXUHV IURP VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV QHWWHG E\ WK& FOLHQW

7TRWDO 6)7 H[SRVXUHV

2|l EDODQFH VKHHW H[SRVXUHYV

21l EDODQFH VKHHW H[SRVXUHVY DW JURVV QRWLRQDO DPRXQW

JLIOODU  'LVFORVXUHV 5HSRUW



$GMXVWPHQWY IRU FRQYHUVLRQ WR FUHGLW HTXLYDOHQW DPRXQWYV

*HQHUDO SURYLVLRQV GHGXFWHG IRU WKH GHWHUPLQDWLRQ RI 7LHU FDSLWDO DQG VSHFLILF SURYL¥LRQV DVVRFLDWHG& ZLWK |

21l EDODQFH VKHHW H[SRVXUHYV

([SRVXUHV H[HPSWHG

D ([SRVXUHV H[FOXGHG IURP WKH WRWDO OHYHUDJH UDWLR H[SRVXUH PHDVXUH LQ DFFRUGDQFH ZLWK $&UWLFOH D Rl WeKH &55

(8 E ([SRVXUHV H[HPSWHG XQGHU $UWLFOH D M &55 RQ DQG RI| EDODQFH VKHHW é é

(8 F (ISRVXUHV H[FOXGLQJ SXEOLF GHYHORSPHQW EDQNVY 3XEOLF 6HFWRU ,QYHVWPHQWYV é é

(8 G ([FOXGHG SURPRWLRQDO ORDQV IURP SXEOLF GHYHORSPHQW EDQNV 3URPRWLRQDO ORDQV JUDQWHE& E\ D SXEOLF GHYEBORSPHC
3URPRWLRQDO ORDQV JUDQWHG E\ DQ EDQN VHW XS GLUHFWO\ E\ WKH FHQWUDO JRYHUQPHQW UHJLRQDO JRYHUQPHQWYV RU ORFI
6WDWH 3URPRWLRQDO ORDQV JUDQWHG E\ DQ LQVWLWXWLRQ VHW XS E\ WKH FHQWUDO JRYHUQPHQW UHJLRQDO JRYHUQPHQWYV F
6WDWH WKURXJK DQ LQWHUPHGLDWH FUHGLW LQVWLWXWLRQ

(8 H ([FOXGLQJ H[SRVXUHV RI SURPRWLRQDO ORDQV WUDQVIHUUHG E\ QRQ SXEOLF GHYHORSPHQW EDQNV RU XQLWY 3URPRWLRQDO
GHYHORSPHQW FUHGLW LQVWLWXWLRQ 3URPRWLRQDO ORDQV JUDQWHG E\ DQ EDQN VHW XS GLUHFWO\ E\ WKH FHQWUDO JRYHUQI
ORFDO DXWKRULWLHV RI D OHPEHU 6WDWH 3URPRWLRQDO ORDQV JUDQWHG E\ DQ LQVWLWXWLRQ VHW XS E\ WKH FHQWUDO JRYHU
ORFDO DXWKRULWLHV RI D OHPEHU 6WDWH WKURXJK DQ LQWHUPHGLDWH FUHGLW LQVWLWXWLRQ

(8 | ([FOXGLQJ WKH VHFXUHG SRUWLRQV RI H[SRUW FUHGLW ULVNV é é

(8 J ([FOXGLQJ H[FHVV FROODWHUDO ORGJHG ZLWK WULSDUWLWH DJHQWYV é é

(8 K ([FOXGLQJ &6' UHODWHG VHUYLFHV RI LQOVWLWXWLRQV LQ DFFRUGDQFH ZLWK SRLQW R RI $UWLFOH éD RI &55 é

(8 L &6' UHODWHG VHUYLFHY H[FOXGHG IURP HQWLWLHY GHVLJQDWHG LQ DFFRUGDQFH ZLWK $UWLFOH Dé RI WKH &55 é

(8 M 5HGXFWLRQ LQ WKH H[SRVXUH YDOXH RI SUH ILQDQFLQJ RU PH]]DQLQH ORDQYV é é

(8 N 7RWDO H[SRVXUHV H[FOXGHG é é
&DSLWDO DQG WRWDO H[SRVXUH PHDVXUHPHQW
7LHU FDSLWDO
OHDVXUHPHQW RI WRWDO H[SRVXUH IRU OHYHUDJH UDWLR
/JHYHUDJH UDWLR
/JHYHUDJH UDWLR

(8 JHYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI WKH H[HPSWLRQ RI SXEOLF VHFWRU LQYHVWPHQWY DQG SURPRWLRQDO ORDQV

/HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ HI[HPSWLRQ IURP FHQWUDO EDQN UHVHUYHV

5HIXODWRU\ PLQLPXP OHYHUDJH UDWLR UHTXLUHPHQW

(8

D$GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYVY WR DGGUHVV WKH H[FHVVLYH OHYHUDJH UDWLR b

(8 ERI ZKLFK FRQVLVWLQJ RI &RPPRQ HTXLW\ WLHU
S5HTXLUHG OHYHUDJH UDWLR EXIITHU UHTXLUHPHQW
(8 D2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW
&KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWY DQG UHOHYDQW H[SRVXUHV
(8 E &KRLFH RI WUDQVLWLRQDO DUUDQJHPHQWYV IRU WKH GHILQLWLRQ RI WKH FDSLWDO PHDVXUH

'LVFORVXUH RI PHDQ YDOXHV

$YHUDJH YDOXH RI 6)7 JURVV DVVHWYV DIWHU DGMXVWLQJ IRU VDOHV DFFRXQWLQJ WUDQVDFWLRQV DQG GHGXFWLQJ WKH DPRXQYV
YDE \%

X
FDVK UHFHLYDEOH

JLIOODU  'LVFORVXUHV 5HSRUW



4XDUWHU HQG YDOXH RI 6)7 JURVV DVVHWV DIWHU DGMXVWLQJ IRU VDOHVY DFFRXQWLQJ WUDQVDFWLRQV DQG QHW RI UHODWHG F

HPHQW RI WRWDO
VH

IHFW RI DQ\ WHPS
RVV DVVHWYV RI D

L H HI
QJ WUDQVDFWLRQV DIWHU

DQG FDVK UHFHLS
RI WRWDO H[SRVX
| JURVYV 6)7 DVVH

JLIXUHV LQ WKRXVDQGV RI |

%HORZ LV D EUHDNGRZQ RI WKH RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVX
2Q EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVXUHV /5

D

&55 OHYHUDJH UDWLR HI[S

(8

7TRWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV VHFXULWLHY ILQDQFLQJ WUDQVDFWLRQV DQG H[FOXGHG H[SRV

(8

7UDGLQJ ERRN H[SRVXUHV

(8

/RDQ ERRN H[SRVXUHV RI ZKLFK

(8

&RYHUHG ERQGV é

(8 ([SRVXUHV WUHDWHG DV VRYHUHLJQV

(8 ([SRVXUHV WR UHJLRQDO JRYHUQPHQWY 0'% LQWHUQDWLRQDO RUJDQLVDWLRQV DQG 36( QRW WUHDWHG DV VRYHUHLJQV
(8 ,QVWLWXWLRQV

(8 BHFXUHG E\ PRUWJDJHV RI LPPRYDEOH SURSHUWLHYV

(8 5HWDLO H[SRVXUHV

(8 &RUSRUDWHYV

(8 'HIDXOWHG H[SRVXUHV

(8 2WKHU H[SRVXUHV HJ HTXLW\ VHFXULWLVDWLRQV DQG RWKHU QRQ FUHGLW REOLJDWLRQ DVVHWYV

JLIXUHV LQ WKRXVDQGV RI

JLIOODU  'LVFORVXUHV 5HSRUW



7TUHQGY LQ WKH OHYHUDJH UDWLR

7KH OHYHUDJH UDWLR LQFUHDVHG E\ EDVLV SRLQWV GXULQJ ILQDQFLDO \HDU IURP DW
WKH HQG RI WR DW 'HFHPEHU
7KH YDOXH RI WKH QXPHUDWRU RI WKH UDWLR 7LHU &DSLWDO LQFUHDVHG E\ PLOOLRQ HXURV GXULQJ

WKH \HDU ZKLFK PLWLIJDWHG VRPH RI WKH LQFUHDVH LQ WRWDO H[SRVXUH WKDW IRUPV WKH
GHQRPLQDWRU RI WKH UDWLR

7KH WRWDO H[SRVXUH RI WKH UDWLR LQ WKH GHQRPLQDWRU LQFUHDVHG E\ PLOOLRQ HXURV GXULQJ
WKH \HDU PDLQO\ GXH WR WKH LQFUHDVH LQ WKH WRWDO DVVHWY RQ WKH *URXS V EDODQFH VKHHW

obQDJLQJ WKH ULVN RI H[FHVVLYH OHYHUDJH

%DQNLQWHU *URXS FDOFXODWHY WKH OHYHUDJH UDWLR TXDUWHUO\ DQDO\VLQJ WKH FKDQJHV LQ DOO WKH
LWHPV WKDW FRPSULVH ERWK LWV QXPHUDWRU DQG GHQRPLQDWRU DQG FDUU\LQJ RXW FORVH PRQLWRULQJ

WR HQVXUH WKDW WKH UDWLR UHPDLQV FRPIRUWDEO\ DERYH WKH PLQLPXP UHTXLUHG OHYHO DQG WKDW
WKHUH LV QR ULVN Rl H[FHVVLYH OHYHUDJH DW DQ\ WLPH 7KLV DQDO\VLV LV UHSRUWHG TXDUWHUO\ WR VHQLRU
PDQDJHPHQW

,Q DGGLWLRQ WR WKLV TXDUWHUO\ PRQLWRULQJ %DQNLQWHU V OHYHUDJH UDWLR LV DOVR RQH RI WKH WLHU
UDWLRV WUDFNHG E\ WKH %RDUG RI 'LUHFWRUV LQ WKH ULVN DSSHWLWH IUDPHZRUN 7KH ,QVWLWXWLRQ KDV
HVYWDEOLVKHG RSHUDWLRQDO PHDVXUHV DQG OLPLWYV E\ DFWLYHO\ LQWHJUDWLQJ WKH OHYHUDJH UDWLR LQWR
ULVN PDQDJHPHQW DQG HQVXULQJ WKDW LW UHPDLQV DW OHYHOV WKDW DUH LQ OLQH ZLWK VXVWDLQDEOH
EDODQFH VKHHW JURZWK DQG ZLWK D SUXGHQW ULVN SROLF\

JRUHFDVWYV IRU WKLV UDWLR DUH DOVR PDGH LQ WKH WKUHH \HDU EDODQFH VKHHW HDUQLQJY DQG FDSLWDO
SURMHFWLRQVY LQ ERWK FHQWUDO DQG VWUHVV VFHQDULRV WR JXDUDQWHH FRPSOLDQFH LQ DGYHUVH
VLWXDWLRQV

7KH UDWLR KDV EHHQ PRQLWRUHG DV SDUW RI WKH *URXS V UHJXODWRU\ UHSRUWLQJ VLQFH LQ
FRPSOLDQFH ZLWK GLVFORVXUH UHTXLUHPHQWY UHJXODWLRQV FRQILUPLQJ WKDW WKH UDWLR FRPIRUWDEO\
HIFHHGV WKH PLQLPXP UHTXLUHG OHYHOV

$v DQ DGGLWLRQDO WUDQVSDUHQF\ PHDVXUH WKH /5 /5 DQG /5 WDEOHV DUH SXEOLVKHG HYHU\ VL]
PRQWKY RQ %DQNLQWHU *URXS V FRUSRUDWH ZHEVLWH

JLIOODU  'LVFORVXUHV 5HSRUW



%DONLQ3LOODU 'LVFORVXUHV 5HSRUW



SHSXUFKDVH DJUHHPHQWYV
$VVHW HQFXPEUDQFH UHIHUV WR WKH SDUW RI WKH ,QVWLWXWLRQ V DVVHWYVY WKD KDYH EHHQ FRPPLWWHG DV

D UHVXOW RI XVH LQ JXDUDQWHHG IXQGLQJ RSHUDWLRQV $ VLJQLILFDQW SDUW RI IL[HG LQFRPH VHFXULWLHV DUH WU
LQ WKH UHSR PDUNHW $00 VHFXULWLHVY SODFHG D
%HORZ %DQNLQWHU "URXS UHSRUWYV WKH LQIRUPDWLRQ \HIXSKHIERUPCR D phRRRE \We B EB SR HIE GV FORVX UK $00

SHIXODWLRQ (8 LQFOXGHG WKH )LQDQFLDO DVVHWV KHOG IRU WUDGLQJ

7KH VFRSH RI UHJXODWRU\ FRQVROLGDWLRQ XVHG LQ WKLV WUHSARWNGL P Wy KPLYD ¥ B Op\H WKKDUR S H LGRS LW URW KAR VYV )LC
DSSOLFDWLRQ RI OLTXLGLW\ UHTXLUHPHQWY RQ D FRQVRO LGDRWYE QY Y b\ QRRP iR xR GQ 13HAPR FIZIRO LY SWYuDW DPRU

RI SHIXODWLRQ (8 PRGLILHG E\ 5SHIXODWLRQ (8 gRrooDWHUIBRYIUHNKH®W W LIQHG WR WUDGH WKURXJIK &&
QR GLITHUHQFH EHWZHHQ WKHP LOFOXGHG 7KH PDUN WR PDUNHW YDOXDWLRQ RI GHULYDWI

1HLWKHU DUH WKHUH DQ\ GLIIHUHQFH EHWZHHQ WKH DVVHWWVY GHYWEWREVWLRGFWO L8 WIHWYWRG &V P HIF RYUB-D &'H
ZLWK WKH DSSOLFDEOH DFFRXQWLQJ IUDPHZRUNV XVHG E\ WKH %DQN DQG WKH, HQFXP EHUHG-DVVHWM
7KHUH LV QR GLIIHUHQFH EHWZHHQ WKH WUHDWPHQW RI WKHMYH WUDQVREWLRQV

7KH DPRXQW RI WKH H[SRVXUH VKRZQ LQ WKH IROORZLQJ \%Dg@#%oé%%U§|ﬁ/S@@ﬁg MRy Wik WDU@\GQéDWLR\% WR WKH

DPRXQW DQG WKH IDLU YDOXH 7KH LQIRUPDWLRQ UHODWLGQY Wity D PR K QW R MAK Y SREBQLM GG WREXHYDkMiow DO G
FDOFXODWHG DV WKH DYHUDJH RI WKH TXDUWHUO\ YDOXHVy ﬁ’xWé‘GM RVXUH RT FHQWUDOLVDWLRQ UHTGHEWY

WKH LQHTXDOLW\ RI WKH IUHTXHQF\ GLVWULEXWLRQ RI WKH DOXHV GLYLGLQJ WKH GLVWULEXWLRQ RI WKHP
LOQWR WZR HTXDO SDUWV VHFRQG TXDUWLOH ,Q DGGLWLRQ WR WKLV WKHUH DUH QR PDWHULDO HQFXP

FXUUHQFLHY RWKHU WKDQ WKH UHIHUHEFH FXUUHQFLHV
7KH PDLQ VRXUFHV RI DVVHW HQFXPEUDQFH LQ %DQNLQWHU FDQ EH FODVVLILHG DFFRUGLQJ WR W

RI DVVHW DVVRFLDWHG ZLWK D VSHFLILF REOLJDWLRQ DV VEHWMKR¥WRHORRI HQFXPEUDQFH DUH DOVR FDUULHG RXW 7K
EHORZ (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV $( ZL
FORVH

6HFXULWL]DWLRQ

6LQFH WUDQVDFWLRQV WUDQVIHUUHG WR VHFXULWLVDWLRQ IXQGY DSSHDU RQ WKH FRQVROLGDWHG
EDODQFH VKHHW +RZHYHU FUHGLW ULJKWY DUH DVVLIJQHG WR IXQGV WKDW LQ WXUQ LVVXH GHEW DFTXLUHG

E\ LQYHVWRUV 7KLV LQFOXGHV WKH OLPLWDWLRQ LQYROYHG LQ WUDQVIHUULQJ WKH FUHGLW ULVN RQ WKH
VHFXULWLVHG WUDQVDFWLRQV WR VHFXULWLVDWLRQ IXQGV XS WR WKH DPRXQW RI WKH VHFXULWLVDWLRQ ERQGYV
KHOG E\ WKLUG SDUWLHV RU XVHG WR VHFXUH ILQDQFLQJ WUDQVDFWLRQV W LV DOVR ZRUWK SRLQWLQJ RXW
WKDW WKHUH LV QR VLIQLILFDQW JXDUDQWHH HQYHORSH

&RYHUHG ERQGV
,Q DFFRUGDQFH ZLWK WKH 6SDQLVK ORUWJDJH ODUNHW /DZ FRYHUHG ERQGV FDQ EH LVVXHG RQ

PRUWJDJHV ZLWK D /79 RI OHVV WKDQ DQG RQ FRPPHUFLDO PRUWJDJHV ZLWK D /79 XQGHU

7KH OHJDO RYHU FROODWHUDOLVDWLRQ RI LVVXHG FRYHUHG ERQGV LV VHW DW $V D UHVXOW LQ
FRYHUHG ERQGV VROG WR LQYHVWRUV Rl WKH LVVXHG DPRXQW LV UHFRJQLVHG DV ORDQV
DVVRFLDWHG ZLWK WKHVH ERQGYV :LWK UHJDUG WR RQ EDODQFH VKHHW FRYHUHG ERQGV ORDQV KDYH
EHHQ LQFOXGHG IRU RI WKH DPRXQW UHTXLUHG WR REWDLQ (XURV\VWHP IXQGYV

JLIOODU  'LVFORVXUHV 5HSRUW



(QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV $(

&DUU\LQJ DPRXQW RI HQFXPEHDHG PBONW\RI HQFXPE H U&IBUD VIVHWIVP RXQW RI XQHQFXPPHUH® OXMHRVWK QHQFXPEHUHG D

FK QRWLRQDOO\

LFK QRWLRQDOO\ Rl ZKLFK (+4/$ DQG RI ZKLFK (+4/$ DQG
EOH (+4/$ DQG +4/$ +4/%

| ZK
OLJLEOH (+4/$ DQG
4/$b

+IT X

$VVHWV Rl WKH UHSRUWLQJ LQVWLWXWLRQ
(TXLW\ LQVWUXPHQWYV

"HEW VHFXULWLHV

bRI ZKLFK FRYHUHG ERQGYV

bRI ZKLFK VHFXULWLVDWLRQV

bRI ZKLFK LVVXHG E\ SXEOLF DGPLQLVWUDWLRQV

bRI ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV
bRI ZKLFK LVVXHG E\ QRQ ILQDQFLDO FRUSRUDWLRQV

2WKHU DVVHWYV

JLIXUHV LQ WKRXVDQGV RI t

7KH FROXPQV RI T8QHQFXPEHUHG DVVHWVI UHIOHFW WKH DVVHWY WKDW DUH DYDLODEOH IRU VDOH RU WR EH
XVHG DV FROODWHUDO ZKHQ LQ QHHG RI OLTXLGLW\ ORVW RI WKLV EDODQFH FRPSULVHV ORDQ DQG
DGYDQFHV ZLWK FXVWRPHUV GHEW VHFXULWLHVY DQG FDSLWDO LQVWUXPHQWY DOO RI ZKLFK FDQ XVHG IRU
WKLV SXUSRVH 1HYHUWKHOHVV D VPDOO SDUW RI WKH DPRXQW UHIOHFWHG LQ WKHVH FROXPQV UHODWHV WR
LWHPV WKDW FDQQRW EH VROG RU SOHGJHG DQG WKDW FRUUHVSRQG WR LQWDQJLEOH DVVHWYV JRRGZLOO WD]
DVVHWYVY HWEF

7KH FROXPQV Rl (QFXPEHUHG DVVHWV PRVWO\ UHODWH WR ORDQV DQG FUHGLWV OLQNHG WR WKH LVVXH RI
FRYHUHG ERQGY DQG VHFXULWLVDWLRQ ERQGV

7KH DPRXQW IRU 2WKHU DVVHWYV PDLQO\ UHODWHV WR WKH %DQN V ORDQ ERRN

JLIOODU  'LVFORVXUHV 5HSRUW



&ROODWHUDO UHFHLYHG $(
7KH IROORZLQJ FKDUW UHIOHFWY FROODWHUDO UHFHLYHG SULPDULO\ GHEW VHFXULWLHVY DV ZHOO DV FROODWHUDO Wt

S8QHQFXPEHUHG

)DLU YDOXH RI HQFXPEHUHG FROODWHUDQ UHFHLYHG RU RZQ GHEW VHFEXULWLHYV
LVVXHG
)DLU YDOXH RI FROODWHUDO UHFHLYHG RU RZQ GH
IRU HQFXPEUDQFHbD
Rl ZKLFK QRWLRQDOO\ HOLJLEOH (+4/$%
DOG +4/$b Rl ZKLFK (+4/$ DQG +4/$

&ROODWHUDO UHFHLYHG E\ WKH UHSRUWLQJ LQVWLWXWLRQ

/RDQV RQ GHPDQG é é é
(TXLW\ LQVWUXPHQWYV é é é

'"HEW VHFXULWLHV

b2l ZKLFK FRYHUHG ERQGV

b2l ZKLFK VHFXULWLVDWLRQV é é
b2l ZKLFK LVVXHG E\ SXEOLF DGPLQLVWUDWLRQV

b2l ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV

b2l ZKLFK LVVXHG E\ QRQ ILQDQFLDO FRUSRUDWLRQYV é é é

/RDQV DQG DGYDQFHV RWKHU WKDQ ORDQV RQ GHPDQGb é é é

RI ZKLFK é é

2ZQ GHEW VHFXULWLHV LVVXHG RWKHU WKDQ RZQ FRYHUHG ERQGY RU DV¥HW EDFNHG VHFXULWLHVb é é
2ZQ LVVXHG DQG QRW \HW SOHGJHG VHFXULWLVDWLRQV DQG FRYHUHG ERQGYV é

727$/ &2//1$7(5%/ 5(&(,9(" $1' 2:1 (%7 6(&85,7,(6 ,668('b

JLIXUHV LQ WKRXVDQGYV RI |

JLIOODU  'LVFORVXUHV 5HSRUW



/IDVWO\ D EUHDNGRZQ RI WKH DPRXQWYVY RI HQFXPEHUHG RZQ GHEW VHFXULWLHYV LVVXHG FRYHUHG

ERQGY DQG VHFXULWLVDWLRQ ERQGVY DQG WKH DVVHWYV ZKLFK FRYHU WKHP LV VKRZQ LQ WDEOH $(
EHORZ

7TKHUHIRUH ILQDQFLDO OLDELOLWLHYV LVVXHG DQG OLQNHG WR FHUWDLQ DVVHWY DQG JXDUDQWHHYVY UHFHLYHG DW
'"HFHPEHU DUH DV IROORZV

7KH /LDELOLWLHVY FROXPQ LQFOXGHVY PDWFKLQJ OLDELOLWLHYVY FRQWLQJHQW OLDELOLWLHY DQG VHFXULWLHV OHQW

7KH $VVHWV FROXPQ LQFOXGHV DVVHWVY FROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHYV LVVXHG RWKHU
WKDQ FRYHUHG ERQGY DQG HQFXPEHUHG $%6V

6RXUFHV RI HQFXPEUDQFH $(

$VVHWV FROODWHU
KQMW L

DO
ODWFKLQJ OLDELOLW.HY GHEQW\ QB HV LV
OLDELOLWLHV RU VHFXWKDQH\ROHIQMG ERQGY DQG
HQFXPEHUHG $%6V

JLIXUHV LQ WKRXVDQGV RI HXURV

JLIOODU  'LVFORVXUHV 5HSRUW



SHPXQHUDWLRQ




(QVXULQJ WUDQVSDUHQW UHPXQHUDWLRQ DQG LWV LQF
RWKHU DQQXDO UHSRUWVY FRQWDLQLQJ LQIRUPDWLRQ

WKLV HQG VXEPLWWLQJ UHOHYDQW LQIRUPDWLRQ WR \

,QIRUPDWLRQ RQ WKH GHFLVLRQ PDNLQJ SURFHVV IRU HVYWDEOLVKLQJ WKH

UHPXQHUDWLRQ SROLF\ 5HSRUWLQJ RQ LQFHQWLYH SODQV IRU VWRDRU DRING
SHUIRUPDQF HWEH 6® @RIV OLVWHG VKDUH SULFH RU RW

3XUVXDQW WR %DQNLQWHU V E\ ODZV DQG WKH UXOHV DQG UHDW B LRHLPX RH ULDAWWL RR YUGW R P VL UDRHF WKRBIV% DQNiIV PDQLC
%DQNLQWHU V %RDUG RI 'LUHFWRUV LV UHVSRQVLEOH IRU VHWWLQY X$D FHR Q WUWRHOP ¥ RE BHIHUYHWGL B B PKW@WHPWLRQ V\V

IRU WKH UHPXQHUDWLRQ SROLF\ ,W KDV D UHPXQHUDWLRQ ERPP H#LQSVJRV&}%IKFQV\%IXVHSDG\XMQIK}JB\W%D\ EH GHOHJIDW
PROQLWRULQJ DQG RYHUVLIJKW LQ WKH LPSOHPHQWDWLRQ RI WKH % h DQG UHJXODWLRQV RU E\ WKH %RDUG RI 'LUHFW

7KH GXWLHV RI WKH 5HPXQHUDWLRQ &RPPLWWHH DUH UHJ%( D }I<-| Ré.g I-PV&'TF\&E Vng/,_\'/ UX VR’ENPE%C?HUDWLRQ FRF
D I 6%{3 G\ﬁ( p \% 8 HIWHUQDO D
F I

UHJXODWLRQV RI WKH %RDUG RI 'LUHFWRUV ,Q DGGLWLROQ
WKH FXUUHQW WH[W RI ZKLFK ZDV DSSURYHG E\ WKH %RDUG W R H lfp

ZHUH LQFRUSRUDWHG IRU WKH ILUVW WLPH LQ LOQWR WRHRYS Fg g\/ ) K{% \P%% 6%_% %\H} %FMHWKH PDMRUI
JRYHUQDQFH UHJXODWLRQV WKH SXUSRVH RI ZKLFK LV WR su- LI%?/%N‘}J kY \éII—HT ﬁ H FRPPLWWH
&RPPLWWHH DQG GHWHUPLQH LWV SULQFLSOHV RI DFWLRQ,® ®RE GWUHWED ¥ HE IRXU® HMVAR & XWMMH F R DRWLVBMRQI IV 5HPXQH L
RSHUDWLRQ DQG SRZHUV DOO LQ FRPSOLDQFH ZLWK EHVW RMRAHS RUDUV H J RYFHQIQIDIUF H B IRAMBIL\OHM\ DOG WZR H[WUDRUGL

,Q DFFRUGDOQFH ZLWK WKH IRUHJRLQJ WKH UHPXQHUDWLRQé%%%E%%VH&WQ-EW\HMﬁPMWBIEWLLQW\HIL_JHQ/OEFBHvl\_/élgoerG Lo

IROORZLQJ IXQFWLRQV \HDU SXEOLVKHG RQ %DQNLQWHUiIV FRUSRUDWH ZHEVLWH
BURSRVLQJ WR WKH %RDUG WKH UHPXQHUDWLRQ SRODFWIIRAL & LHWAVERIEY | DH)&G WOK WIKWL L QUGISRWLX OQFOXGH EXW D
UHPXQHUDWLRQ DORQJ ZLWK WKH DQQXDO GLUHFWRSWR SR MURD WKRIQWRBDIREU R/l "ZKIHFFKV RUKWH RI LQGLYLGXDO U
%RDUG SXWV WR DQ DGYLVRU\ YRWH DW WKH DQQXDO (HEHKWRLY H HIHWHIFQMRUYVY DQG 6HQLRU ODQDJHPHQW DSSURYD

6XEPLWWLQJ D SURSRVDO WR WKH %RDUG RI 'LUHFWR &P {! I-}N@ IQYSU RVH[E%%( Yo lgRle%(EUUHHFSWRRUUV\(/ RDQQGLLé
HIHFXWLYH GLUHFWRUV DQG DV WKH FDVH PD\ E LQ/RO > ;_,'[ b PSOLDQFH ZLWK DQG
SHUIRUPDQFH RI GXWLHV RWKHU WKDQ WKRVH RI DUE HILB% B h Ug/{?_': P L RIQH B F LVGH @W ILIWN G

FRQGLWLRQV RI WKHLU FRQWUDFWV UHODWLRQ WR WKH *URXSiV VXEVLGLDULHV DQG XSGDWLC
3URSRVLQJ WKH UHPXQHUDWLRQ SROLF\ IRU VHQLR S URFOESHMIHN LQFOXGLQJ PDQDJILQJ

GLUHFWRUV RU WKRVH ZKR SHUIRUP VHQLRU PDQDJHPRH WLH D U W H% o
WKH ERDUG WR H[HFXWLYH FRPPLWWHHV RU WR FKL $LHJ F LIJ\;IQ H |¥>§8 H 9( RDQV\V/LIEIQ V[\ZIEEP(OV?/\E
LQGLYLGXDO UHPXQHUDWLRQ DQG RWKHU EDVLF WHUP FE \|_|7R ﬁ"_—{?é aULr }s FDUU\ RXW LWV

6HWWLQJ WKH UHPXQHUDWLRQ RI PHPEHUV ZKR DUH QRW YARRWIVG HRIQY XMWY DRW ¥ DIH[BIHHUIWVERQG RWKHU LQGHSHQG!
ZKR UHFHLYH VLJQLILFDQW UHPXQHUDWLRQ HVSHFL Y P Q

ZKRVH DFWLYLWLHYV PD\ KDYH D VLJQLILFDQW LPSDFW gwmg@mﬁﬁg’ﬁ%%@%? )DHQUBU%ES '\ENRKDHUL% ZGHHUFHL\?LEROC‘
9HULI\LQJ WKH H[WHQW RI FRPSOLDQFH ZLWK WKH UHPRWHHDUWL RTK BRID IVAV X @L B N QFHRIAE® BEK W.IQH % DQN V UHOHYDQ

WKH ILQDQFLDO \HDU DQG HQIRUFLQJ FRPSOLDQFH SHHU LQVWLWXWLRQV DQG FRPSDUDEOH PDUNHWYV FRQVLG

DEWLYLWLHY RI WKH %DQN
&RQGXFWLQJ UHIXODU UHYLHZV Rl UHPXQHUDWLRQ SURJUDPPHYV DVVHVVLQJ WKHLU

LPSOHPHQWDWLRQ DQG HIIHFWLYHQHVVY DQG HQVXULRDGEBKBWRQLWYRPWKRH ¥ X W HiF X PHUWWIERQVHG WR WKH UHPXC
FRQIRUPV WR VWDQGDUGY RI PRGHUDWLRQ DQG WKH 9FRFPNPIMWNVWHIK EKEBY LQ UHODWLRQ WR WKH UHPXQHUDWLRQ SF
UDWLRQDO UHPXQHUDWLRQ SROLFLHV DQG SUDFWLFHV T
LPSOHPHQWLQJ /DZ DQG WKH UXOHV DQG UHJXODWLRQ\

7KH FDWHJRULHV RI SHUVRQQHO ZKRVH SURIHVVLRQDO DFWLYLWLHY KDYH D PDWHULDO LPSDFW RQ WKH (QWLW\ V ULVN SURILOH
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'LWKRXW SUHMXGLFH WR WKH GXWLHV RI WKH 5HPXQHUDWLRQ &RPPLWWHH WKH ULVN DQG FRPSOLDQFH

FRPPLWWHH YHULILHG DW LWV PHHWLQJVY KHOG RQ JHEUXDU\ DQG RQ JHEUXDU\ WKDW
WKH LQFHQWLYHY DFFUXHG E\ WKH ,GHQWLILHG 6WDII ZKLFK LQFOXGHV WKRVH UHODWLQJ WR ([HFXWLYH
'LUHFWRUV SURYLGHG IRU LQ WKH UHPXQHUDWLRQ V\VWHP IRU WKH DQG ILQDQFLDO \HDUV

UHVSHFWLYHO\ WDNH LQWR DFFRXQW ULVN FDSLWDO OLTXLGLW\ DQG WKH SUREDELOLW\ DQG RSSRUWXQLW\ RI
EHQHILWYV

'XULQJ WKH PHHWLQJYV KHOG E\ WKH ULVN DQG FRPSOLDQFH FRPPLWWHH WKH 5LVN &RQWURO DUHD
SUHVHQWHG D UHSRUW RQ WKH VXLWDELOLW\ RI WKH SDUDPHWHUV DQG YDOXHV SURSRVHG DV YDULDEOH
LQFHQWLYH WDUJHWYV IRU DQG UHVSHFWLYHO\ IRU ,GHQWLILHG 6WDIlI ,W FRQFOXGHG WKDW WKH\
FRPSO\ ZLWK %DQNLQWHUiIV ULVN DSSHWLWH DQG VWULNH DQ DSSURSULDWH EDODQFH EHWZHHQ WKH YDULRXV
REMHFWLYHV VR DV QRW WR HQFRXUDJH DFWLRQV WKDW PLJKW JHQHUDWH H[FHVVLYH ULVNYV

2Q JHEUXD U\ WKH %DQNLQWHU V %RDUG RI 'LUHFWRUV DSSURYHG WKH $QQXDO 'LUHFWRUV
5HPXQHUDWLRQ 5HSRUW DV SHU WKH SURSRVDO RI WKH 5HPXQHUDWLRQV &RPPLWWHH ZKLFK ZDV
DSSURYHG RQ D FRQVXOWDWLYH EDVLV E\ WKH $QQXDO *HQHUDO OHHWLQJ RQ ODUFK

DSSURYHG ZLWK RI WKH YRWHV LQ FRPSOLDQFH ZLWK WKH SURYLVLRQV RI $UWLFOH R

5R\DO /HJLVODWLYH 'HFUHH R -XO\ DSSURYLQJ WKH UHYLVHG WH[W RI WKH 6SDQLVK
&RPSDQLHV $FW WKH 16SDQLVK &RPSDQLHV $FWi 7KLYV UHSRUW LV DYDLODEOH RQ WKH FRUSRUDWH
ZHEVIZZE EDQNI QWHII ERPIZHERRUBRH DGDIWIE RQ ZKLFK WKH $QQXDO *HQHUDO

OHHWLQJ LV FRQYHQHG /LNHZLVH WKH %RDUG RI 'LUHFWRUV SUHVHQWYV WKH $QQXDO 'LUHFWRUV
5HPXQHUDWLRQ 5HSRUW IRU WKH DGYLVRU\ DSSURYDO RI WKH $QQXDO *HQHUDO OHHWLQJ WR EH KHOG RQ

ODUFK 7KLV GRFXPHQW GHVFULEHV WKH 'LUHFWRU 5HPXQHUDWLRQ 3ROLF\ ZKLFK ZDYV
UDWLILHG RQ ODUFK ZLWK DQ DSSURYDO RI 7KH SROLF\ KDV EHHQ LQ IRUFH VLQFH
LWV DSSURYDO DQG ZLOO UHPDLQ LQ IRUFH GXULQJ DQG WKH 'LUHFWRU
5HPXQHUDWLRQ 3ROLF\ LQ FRPSOLDQFH ZLWK $UWLFOH QRYRGHFLHV RI WKH 6SDQLVK &RPSDQLHV

$FW 7KH FRPSOHWH WH[W RI WKH SROLF\ LV DYDLODEOH RQ WKH FRUSRUDWH ZHEVLWH

%DQNLQWHU *URXSiV JHQHUDO UHPXQHUDWLRQ SROLF\ FXUUHQWO\ LQ IRUFH DQG GHVFULEHG LQ WKLYV
UHSRUW ZDV DSSURYHG E\ WKH %RDUG RI 'LUHFWRUV RQ WKH UHFRPPHQGDWLRQ RI WKH UHPXQHUDWLRQ
FRPPLWWHH DW LWV PHHWLQJ KHOG RQ -DQXDU\

7KH SULPDU\ SXUSRVH RI %DQNLQWHU *URXS V UHPXQHUDWLRQ SROLF\ LV WR HVWDEOLVK D UHPXQHUDWLRQ
VFKHPH WKDW LV FRQVLVWHQW ZLWK %DQNLQWHU V EXVLQHVYVY VWUDWHJ\ REMHFWLYHV YDOXHV DQG ORQJ
WHUP LOQWHUHVWY ERWK LQ DEVROXWH WHUPV DQG LQ FRPSDULVRQ ZLWK VHFWRU SHHUV 7KH SROLF\ DLPV
WR FOHDUO\ DQG FRQFLVHO\ GHILQH DQG FRQWURO WKH %DQN V UHPXQHUDWLRQ SUDFWLFHV VR WKDW WKHVH
SUDFWLFHYVY LQ QR ZD\ MHRSDUGLVH WKH VRXQGQHVV RI WKH FRPSDQ\ E\ SURYLGLQJ LQFHQWLYHV IRU
HPSOR\HHV WR DVVXPH H[FHVVLYH ULVN
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BULQFLSOHV RI %DQNLQWHU V UHPXQHUDWLRQ SROLF\
7KH JHQHUDO SULQFLSOHV JRYHUQLQJ %DQNLQWHUiIV UHPXQHUDWLRQ SROLFLHVY DUH DV IROORZV

()
*HQHUDO SULQFLSOHV RI %DQNLQWHU V UHPXQHUDWLRQ SROLF\

3UXGHQW DQG HIIHFWLYH ULVN PDQDJHPHQW

7KH SROLF\ VKRXO GZE W Kk PRESDIWDE\CHHDQG HIIHFWDQK WIRMM RD BT
LQFHQWLYHY WRZDUGYV DV VXP LVQR OUHWINGY P\N WD WA 196D QK HL Q
DFFRUGDQFH ZLWK WKH ULVNS5HU N PH#SGWH W IL\Y HADEYKEEE N \ZKH U
DSSURSVUXDWBLQDEVYRY W\

3D\ HTXDOLW\

7KH SROLF\ ZlQORIQ HALWXEWH B QGDWIRRRRWH VDODU\ PDQDJHPHQW E
WLPHV WKDW UHPXQHUDWLRQ SROLFLHY DQG SUDFWLFHV DUH ¢
DJH FXOWXUH UHOLJLRQ DQG UDFH

$OLIQPHQW ZLWK ORQJ WHUP LOQWHUHVWYV

7KH SROLF\ VKRXOG EH FRPSEWVYEQHVXZLWW UDK\NHH %D REMWHFWLYH
ORQJ WHUP LOWBWHKRXWG LQFOXGH PHDVXUHV WR DYRLG FRQI

$SSURSULDWH EDODQFH EHWZHHQ IL[HG DQG YDULDEOH RRPBRGGIWAWBO UXOH YDULDEOH UHPXQHUDWLRQ VKRXOG QRW I

UHODWLRQ WR ILI[HG UHPXQHUDWLRQ WIR[BGRERPISRFMNYWYWKRIX
WKHUHIRUH UHSUHVHQW D VXIILFLHQWO\ KLJW S UWWROSIRRZWD. R R ORDI\
IOH[LEOH SROLF\ RQ YDULDEOH UHPXQHUDWLRQ LQFOXGLQJ L
YDULDEOH FRPSRQHQW RI UHPXQHUDWLRQ

OXOWLSOH HOHPHQWYV

5HPXQHUDWLRQ SDFNDJHV PXVW FRPSULVH D VHW RI LQVWUXP}
DGMXVWHG WR ERWK WKH QHHGV Rl WKH FRPSDQ\ DQG RI LWV !
UHPXQHUDWLRQ LQ FDWKPHQKGRIUQ JRIQQ A/ KRUW PHGLXP DQG ORC
IL[HG DQG YDULDEOH DQG SXUSRVH

,QWHUQDO IDLUQHVY DQG H[WHUQDO FRPSHWLWLYHQHVV7KH SROLF\ VKRXOG SURYLGH FRPSHQVDWLRQ EDVHG RQ WKH C

Rl %DQNLQWHU V GLUHFWRUV LQ RUGHU WR JXDUDQWHH IDLUQ
H[WHUQDOO\

6XSHUYLVLRQ DQG HIIHFWLYHQHVV

$V SDUW RI LWV VXSHUYLVRU\ GXWLHV WKH %DQN V DGPLQLVW
UHYLHZ WKH JHQHUDO SULQFLSOHV RI WKH 'LUHFWRU 5HPXQHU
PRQLWRULQJ DQG JXDUDQWHHLQJ LWV HIIHFWLYH DQG DSSURS!

YOH[LELOLW\ DQG WUDQVSDUHQF\

*XLGHOLQHV WR PDQDJLQJ GLUHFWRUV UHPXQHUDWLRQ ZLOO |
H[FHSWLRQDO VLWXDWLRQV LQ YLHZ RI DQ\ QHHGV WKDW PD\ D
DQG XQGHUVWRRG E\ %DQNLQWHUiV GLUHFWRUV DQG SULRULW

6LPSOLFLW\ DQG SHUVRQDOLVDWLRQ

7TKHVH UHPXQHUDWLRQ PDQDJHPHQW UXOHV ZLOO EH ZULWWHQ
VLPSOLFLW\ LQ WKHLU GHVFULSWLRQV DQG LQ WKH FDOFXODW|
DFKLHYLQJ WKHP
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'"HVFULSWLRQ RI WKH W\SHV RI HPSOR\HHV DQG H[HFXWXWHNVFRQ VLGHQHIGFDQW EXVLQHVV XQLW DQG WKD

LGHQWLILHG VWDII EDQN V ULVN SURILOH

,Q RUGHU WR GHWHUPLQH WKH &RPSDQ\iV ,GHQWLILHG 6WDII & KK PR Y B VRE KRUHH WHRLUAH Co WHIP @ UMW RQ R H X1
KHOG RQ -DQXDU\ FRQYHQHG RQ WKH UHFRPPHQGDWLR® DM WKH 5HPXQHUDWLRQ

;&RPPLWWHIH DSSURYHG D SROLF\ IRU GHWHUPLQLQJ ,GHQWLILHG RWR! (KLY ZRYxBRUBRGHBRELWHBROI WKH RI H
%RDUG Rl 'LUHFWRUV RQ WKH UHFRPPHQGDWLRQ Rl WKH 5HPXQHUDWHKR @ &RRRDWBWHEPRW AWy PREWMLR IVKH SUHYLRXV
KHOG RQ  2FWREHU FRPSDQLHV ZLWK PRUH WKDQ HPSOR\HHV

7KLV SROLF\ VHWV RXW WKH FULWHULD IRU GHWHUPLQLQJ WKH; PHAFH RO FRY WIPW I RULHV RI VWD

ZKRVH SURIHVVLRQDO DFWLYLWLHV KDYH DQ LPSDFW RQ WKH ULVN SURILOH RI WKH (QWLW\ WDNLQJ LQWR
DFFRXQW WKH FULWHULD VHW RXW LQ 'HOHJDWHG 5HJXODWLRQOD@DJHUV ZRWK DoBYBPMWDLQ GHJUHH RI UHVSRQVLELOL'
VXSSOHPHQWLQJ 'LUHFWLYH (8 RI WKH (XURSHDQ 3DUOLDPKQMWBQG RI WKH &RXQFLO WKH

ILPSOHPHQWLQJ UHJXODWLRQI 6HOLRU PDQDJHUV RI D EXVLQHVV XQLW ZLWK D UHJIX
,Q JHQHUDO RQ WKH EDVLV RI WKH TXDQWLWDWLYH DQG TXDOOMOWMWH FULWHULD SURYLGHG IRU LQ WKH

DSSOLFDEOH UHJXODWLRQV DQG DSSOLHG WR WKHLU LQWHUQDoa%éggyL%\H6BJIHRLP\PBéh%%ﬁﬂ%\éRg\VR%LhHR?WTXDOLW

WKH LGHQWLILHG VWDII RI %DQNLQWHU *URXS RQ D FRQVROLGDW

$FFRUGLQJ WR TXDOLWDWLYH FULWHULD EDVHG RQ WKH7Eg%ﬁ%ﬁ%b@&ﬁj&%ﬁ@yyé%%\oééﬁH@'@%@Dgl 2 Eg\é\',\?ﬁ
F M

WKH EDQN V VWDII WKH IROORZLQJ IRUP SDUW RI WKH L KH XOLWV DQG WKH GLIIHUHQW GHJUHHV
OHPEHUV RI WKH %RDUG RI 'LUHFWRUV DQG VHQLRU P DWBHHPHRBD R IDW K HVOQHNG. W\

6WDIl PHPEHUV ZLWK UHVSRQVLELOLW)\ IRU PDQDJHPHK W BRBSRROQWUR® RXQ¥MUWR GG HAUWWKHG VWDII LV UHYLVHC(
(QWLW\ V PDMRU EXVLQHVV XQLWYV FRPPLWWHH ZKLFK LQ WXUQ VXEPLWV WKH UHYLVHG OLVW W

7KRVH UHVSRQVLEOH IRU OHJDO PDWWHUV WKH VRXGFKAQHARPSRRDHF¥RROWLQI BRONEQMHB GERXS SDUWLFLSDWH
SURFHGXUHV ILQDQFH LQFOXGLQJ WD[DWLRQ DQG BXBYHWLQJI D@ RQIXWKH @HFHPRMPRRALIIQIRUPDWLRQ WR DGHTX
DQDO\VLVY SUHYHQWLRQ RI PRQH\ ODXQGHULQJ DQG W HRISRAM \RRQ I\WE B GRIRXIS M XWPLDVQN IBHARR X IH H v

GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI UHPXQH o) v, P

WHFKQRORJ\ LQIRUPDWLRQ VHFXULW\ DQG PDQDJHPH%@%&%@@%&@%@Ibbm?@ggg& QRSIUV'T/iﬂVV HEESBE%E;

IRU FULWLFDO RU LPSRUWDQW IXQFWLRQV RI WKH ZRUNIRUEH

7KRVH UHVSRQVLEOH IRU PDQDJLQJ WKH ULVNV UHI H R fU é' H %\{/

'LUHFWLYH DQG WKH YRWLQJ PHPEHUV RI WKH L L+U W (|§I/L I-\éjvws |§LG UI-YVWDQFC:B/\WPKDDNVn éaFDL'i/T_l
IRU PDQDJLQJ WKRVH ULVNV LQ JHQHUDO DQG WKRYV N\ H 5 yV[\)UQ QD\% I—FQQ'% %\kv

ROH LWV HDUQLQG
&RPPLWWHH LQ SDUWLFXODU PXVW EH PDGH E\ WKH FRPSHWHQW FRPPLWWHHY MRLQWO

7KRVH UHVSRQVLEOH IRU PDNLQJ DSSURYLQJ RU YHWRHOQHIEOMWRRQA NGWHPHO FUHGLW ULVNV WKDW
HIFHHG WKH OLPLWYVY VHW RXW LQ 5HIJIXODWLRQ

'"HDOHUV ZKR PD\ WDNH VLJQLILFDQW PDUNHW ULVN SRVLWLRQV

$FFRUGOQD @WRLWDWLYH FULWHULD

(PSOR\HHV ZKR KDYH UHFHLYHG VLJQLILFDQW UHPXQHUDWLRQ LQ WKH SUHYLRXV \HDU ZKLFK
ZDV GHPRQVWUDEO\ DERYH HXURV DQG ZKLFK ZDV HTXDO WR RU DERYH WKH
DYHUDJH UHPXQHUDWLRQ RI 'LUHFWRUYVY DQG 6HQLRU ODQDJHPHQW DQG ZKR SHUIRUP WKHLU

JLIOODU  'LVFORVXUHV 5HSRUW



&KDUDFWHULVWLFV RI WKH UHPXQHUDWLRQ VFKH®#H WIS ORIDE D\WRI HGHUPWLPHH @& \VOY¥ DMKH VKDUHKROGHUV D

DQG VHSWGHFLHV RI WKH 6SDQLVK &RPSDQLHV $FW DQ

%DQNLQWHU *URXS KDV VSHFLILF JXLGHOLQHV IRU LGHQWLIBI&@%@/\{_RJ%WYR%DL%V&@UFL\W\(NHHPﬁ@%%%WE@@P%% FRI WKH PI
7KHVH JXLGHOLQHV FRQVLVW RI UHPXQHUDWLRQ IRU PHPEHUVKLS RQ WKH ERDUG DW

DSSOLFDEOH DQG ZLOO UHPDLQ LQ IRUFH IRU DV ORQJ D

7KH SROLF\ DQG SURFHGXUH IRU GHWHUPLQLQJ WKH LGHQRWLILHGEW KB!IL\VCHYEYREHE WWK#W@XDO JHQHUDO P}

LQFOXGHV WKH SULQFLSOHV DQG FULWHULD WR LGHQWLhFMEFHbEEWYROX ROV EKR5KBX B HRY PWMWRH LBKPPLWWHH VX

LPSDFW RQ %DQNLQWHU *URXS V ULVN SURILOH EDVHG*RQ HBRPF MMIRQQ HRHOBWKE 5HIBOPMWLRQ WKDW WKH PD[LP

(8 Rl ODUFK DV GHVFULEHG DERYH PLOOLRQ HXURV GXH WR WKH LQFUHDVH LQ WKH QXPEHU RI

7KH VSHFLILFLWLHY GHVFULEHG EHORZ DUH VHW RXW LQ WkH Jﬁ'%l—ﬁb(D'oVL)/ﬁ(ﬁf WYB L PBFPIYR YIRQY EV WKH $QQXD
DSSOLFDWLRQ WR WKLV JURXS DV ZHOO DV LQ WKH DS§C§§IRd-I_Qd\LP ORWHY! & KR4 FYHENOHD FE Gy WR WKH LQF

(XURSHDQ %DONLQJ $XWKRULW\ (%$ AR SHUNLVRUN %RDOGY DY D UHVXOW R WIKH LOFUHDVH LQ W
%RDUG RQ 5LVN DQG 6XVWDLQDELOLW\ PDWWHUV

7KH DSSOLFDWLRQ RI WKH UHPXQHUDWLRQ SROLF\ WR WKH VXEVLGLDULHV RI %DQNL HU *URXS

WKH DGMXVWPHQWY QHFHVVDU\ WR FRPSO\ ZLWK ORFDO’ '{H \&WH-LF\ QJ'?—IR’X(QWNP'IB@J\N DRl ®WRUIRJHUR, IRU WKH LWHP

WKH UHFRPPHQGDWLRQV RI WKHLU VXSHUYLVRU\ ERGLHVWKH %RDUG CURFWRUV FRQULGHULO) WKH SRVLWLRQV K
PHPEHUVKLS RI WKH ERDUG DQG ERDUG FRPPLWWHHV DQ

$V LQGLFDWHG LQ SUHYLRXV VHFWLRQV WKH %RDUG RI 'LUFlRWFRLUN/V\RﬂIH%FDrQ-I\MUQ(y\(]H/U DW WKH SURSRVDO R1 WKH

5HPXQHUDWLRQ &RPPLWWHH DQQXDOO\ DQDO\WVHV DQG DSSURYHV ZKHUH DSSURSUL DWH FKDQJHV
WKH UHPXQHUDWLRQ SROLF\ RI WKH %DQNLQWHU *URXS LJ 1an!Q.@,X3Dm\/UH§85%\B KEL B b Y AJO/DWL{'FQ QHUDWLRQ I

3ROLF\ IRU 'LUHFWRUV LQ RUGHU WR NHHS WKHP DOLJQHG Ziwr WrH'SRSIWH lrv E%\?ﬁ/@iu D g Q @l GXDO DPRXQN
VKDUHKROGHUV WKH VWUDWHJILF REMHFEWLYHV RI WKH *URxY rb' éRBH§xb%QN v RIZMKHLU GXWLHV |
VXEVLGLDULHV IRUPDOO\ DGKHUH WR WKH *URXS V FRUSRUPWY RGO & I%\Q\QP(LWIB EplsBLRYX\WH e RU HDFK L\

DOLIQPHQW RI WKHLU SUDFWLFHV ZLWK WKH SULQFLSOHV FROQWDPQKG WKHUH._Q

6 LIQF'WM WKH CKDLO KRG WKHO%WRDUE KDY KDG D QRQ H[HF X
LOVWLWXWLRQDO GXWLHV DV GHVFULEHG LQ WKH &RUSF
7KH FXUUHQW FRPSRVLWLRQ RI WKH %RDUG RI 'LUHFWRUYV D"é%QF’e\'l'—Q\W\V"#Q’PEBWMLILR/W%%HEENHW%QGLQQDQQHWLRQ WR WKH
%RG\ WKH ODWWHU UHPXQHUDWHG DFFRUGLQJ WR WKH VF
FRUSRUDWH ZHEVLWH
H[HFXWLYH &KDLU VKDOO RQO\ UHFHLYH IL[HG UHPXQHUDWL
7KH UHPXQHUDWLRQ DFFUXHG E\ WKH PHPEHUV RI WKH %ROXGLRYV 'LRHFWRHW DRW WKBVER FROOHEMWKIE LQ WKH SUHYL
GHFLVLRQ PDNLQJ DQG VXSHUYLVRU\ GXWLHV FRPSULVH DQ WDHFQXPWV IL[HG DPRXQW WKDW GRHV QRW
LQFOXGH DQ\ YDULDEOH FRPSRQHQWYV LQVRIDU DV WKH HDU %J RI_VXFK UHPXQHUDWLR%VI3< %RW VXEMHFW \
WR WKH DFKLHYHPHQW RI REMHFWLYHV RU OLQNHG WR §l8RHI WY QWW%VWIKFPIWSB ? U'Ti TUHYL?R ZDV
JRYHUQDQFH UHFRPPHQGDWLRQV 7KLV SUDFWLFH WKHUHIRRYFHY @A\L¥0 I@LFW"HI([HFXWLYH 210

LAKDH S
LQWHUHVW ZKHQ DVVHVVLQJ DFFRXQWLQJ SUDFWLFHV RU 98\ RLWT@%JW&%MHLQ/{W&?UVWW |2<|§x EWH 8 WHUT vk H

LPPHGLDWH HDUQLQJV RI WKH &RPSDQ\ 7KH PD[LPXP JOREDO OLPLW RI IL[HG UHPXQHUDWLRQ Rl WK

7KH WRWDO UHPXQHUDWLRQ UHFHLYHG LQGLYLGXDOO\ PD\ B WRWY LY 1y & RPkFr Wi kREK #'PELP'L‘?WFU%'EQ bRRREG SROLF\ FDC
RI WKUHH RI WKH IROORZLQJ UHPXQHUDWLRQ FRQFHSWV D®ROCERHIRYPYEBWIHE B W R eOW MR Y M Yp%GDPG RI'LUHFW

DQQXDO IL[HG DPRXQW IRU PHPEHUVKLS RQ WKH %RDUG RI "t MR RY W R Akt R it U-I9P XY@\ UDRPIRWWHHW HFWRUY DYDLOJ
WKHUHRI LL DOORZDQFHV IRU DWWHQGLQJ PHHWLQJV RI WKH ERDYG DG WKH - R P Pé WA Wi R RIG Q@& X DO DPRXQ

LLL GHOLYHU\ RI VKDUHV VKDUH RSWLRQV RU UHPXQHUDW lyRiH LEBUH LGP WRFW K WIK@XH RSIX WL WH YO ILQDQFLDO \HDU
$V LQ UHFHQW \HDUV WKH UHPXQHUDWLRQ IRU WKH ILQDQFLDO \HDU LQFOXGHV RQO\ WKH ILUVW WZR
LWHPV
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AKHWKHUXD/IQ YHP SORYHHVLWYW YEWXDWHG LQ RQH SODFH R
PDLQO\ GXH WR WKH UHVSRQVLELOLW\ DWWDFKHG WR

%DQNLQWHUIV UHPXQHUDWLRQ SROLF\ IRU GLUHFWRUV PDNHV D#@g@%?ﬁg@éSI\NH%L@RRIEEI—L'Q%@\)‘?@&R WﬁéLLBFD?\%VQ‘YRHQ FVF\EIS

VHWWLQJ REMHEWLYHV

%D VLE[HG UHPXQHUDWLRQ ZKLFK SULPDULO\ UHIOHFWV WKH; §YRIH¥YbRRD BV HARAYHERRS PR HPDWLE SURFHVY R
RUJDQLVDWLRQDO UHVSRQVLELOLWA DQG HPSOR\HHV SHUIRUP WKHLU WDVNV DQG DVVXPH WKH

9DULDEOH UHPXQHUDWLRQ ZKLFK UHIOHFWV VXVWDLQDEOHMP\QWIURYM DGMXVWHG SHUIRUPDQFH

DQG UHZDUGY WKH FUHDWLRQ RI YDOXH WKURXIK WKH DFKLAYHBHRY &I oYKk RENIEWISYH BWEYvPHow DU wR
Q SHRSOH LQVRIDU DV LW KHOSV GHWHFW VNLOOV SR\

JLIHG UHPXQHUDWLRQ PRWLYDWH HPSOR\HHV LQVRIDU DV LW UHFRJQLVHV DQ

JL[HG UHPXQHUDWLRQ FRQVWLWXWHY WKH EDVLF HOHPHQW RI WRHUURPRDABbD\WVNH VOFPHIFW 7K IDv NFREPHSHFW LQ GHILQ
LV LQ HVVHQFH OLQNHG WR WKH FRQWHQW Rl WKH SRVLWLRQV BQGMRE HWWO KO MWLRHG W HW WY DENDR/REW RFRUN WMKHD W DQ HP
GHJUHH RI UHVSRQVLELOLW\ Rl WKH SRVLWLRQ KHOG DV ZHOO XD QXK HEFRMLMWIGRIF-H REMDIRDPDBPAG QG

HGXFDWLRQ RI WKH SHUVRQ KROGLQJ WKH SRVLWLRQ $00 %DQNLQWHU HPSOR\HHVY DUH DVVHVVHG DQQXDOO
,Q DGGLWLRQ WR WKH UHPXQHUDWLRQ DFFUXHG IRU PHPEHUVKLSWKIHWHGH DR B H B RXIVEWFWRYVYRQ[RIEROWLYYd WKH SURFH\
GLUHFWRUV UHFHLYH DQQXDO UHPXQHUDWLRQ LQFOXGLQJ D, JL[HG FRPSROHQW IRU WKHLU H[HFXWLYH

GXWLHV ZLWKLQ WKH IUDPHZRUN RI WKH PDQDJHPHQW DJUHHPHQWV WKDW ELQG WKHP WR WKH

L, QVWLWXWLRQ %DQNLQWHU FXUUHQWO\ KDV LQ SODFH D FRPSOHPHQWDU

LUHFEW V. V P R P [HEXWLYHV )R
7KH PD[LPXP JOREDO IL[HG UHPXQHUDWLRQ OLPLW RI ([HFX }i MF RLJQCS“; @/ ’gég $EIL{{»\’\/E§%%X k‘/
GXULQJ WKH YDOLGLW\ RI WKH DIRUHPHQWLRQHG 3ROLF\ FD\%k— 'll_jx Iﬂ\l\%e L l‘i\/ﬁ \JQ' Q P II:I\LOJlS)\—XI\t\HBP DW SUHVF

3ROLF\ DYDLODEOH RQ WKH FRUSRUDWH ZHEVLWH %DQNLQWHUIV SHQVLRQ VFKHPH LV D GHILQHG FRQWULEXW

JLIHG UHPXQHUDWLRQ IRU WKH UHVW RI HPSOR\HHV LV HVW@%D%’\,{\'{:%H XRWH%E%%LLW@%?@EFS@'%W\%%W%%EHQ E\?EI)_E\LODLQV\

DVSHFWV FRPPLWPHQWY GR QRW YHVW DW WKH WLPH RI WHUPLQDWLR
&ROOHFWLYH EDUJDLQLIKH @%DWHNHY HRRRODOHFWLYH EDUJORBIDA\DEXMWHRRQOW ZKHQ RQH RI WKH DIRUHPHQWLRQHG FF
IRUHVHHV D PLQLPXP DQQXDO VDODU\ EDVHG RQ DPRGLWRKYMKH BROHFW WY QW KHHERGDWUHRLQRYV RI %DQNLQWHU V VHQ
MRE FDWHJRU\ DQG OHQJWK RI VHUYLFH QRW DVVRFLDWHG ZLWK WHUPLQDWLRQ IRU DQ\ UHDVRQ

7KLV UHPXQHUDWLRQ WDNHV SUHFHGHQW RYHU WKH UKH Y& HUYB W IHRQN D ERN PIMQ SLUHWHUIDD GROWULEXWLRQ ZKLFK L
DQ\ WLPH 7KHUHIRUH LI E\ YLUWXH Rl WKH FROOHRWL®O EEHQBILGFLO Y LM HHPEH W DBXR XDO FRQWULEXWLRQ
HPSOR\HH LV HQWLWOHG WR UHPXQHUDWLRQ DERYHRWWKW LMW LFDXOVFRQ WMV B X VLML W XMLRRKQWDULHY LQ DFFRU
UHPXQHUDWLRQ IUDPHZRUN WKH UHPXQHUDWLRQ HVWDHEHYQVMWHBQODO WKRSHEDBISHYEQLSWLRQ RI WKLV VIVWI
DJUHHPHQW ZLOO WDNH SULRULW\ UHPXQHUDWLRQ UHSRUW DYDLODEOH RQ WKH FRUSRUDWH Z}

-RE HYDOXBWORQQWHU V RUIJDQLVDWLRQDO VWUXFWXUHYDIQGY HQWHUQDO DMREHYDOXDWLRQ

VIVWHP FRPSULVH D VLJQLILFDQW SLOODU LQ WKH P R DO VDODU\
EHQFKPDUNV MEMURRRAVYERPH QY sl FREBAY

-RE HYDOXDWLRQ LV D EDVLF FRPSRQHQW LQ DFKLHY; J'P 9\\91}:\2 ke ll—'lg\}? L@ %%RU EQ\I;II;JSI\_NGLRDQQEVHVIVIT_'
vVDODU\ 7KLV SURFHVV LV FDUULHG RXW IROORZLQJ [ S_Yr\% \gb V\éﬁp FRXUDJH LQGLYLGX
SRVLWLRQ WR SODFH HDFK SRVLWLRQ LQ D FRPSUHKH % QNLQJ G IS LQ% \V

6LIQLILFDQW GLIIHUHQFHV EHWZHHQ WKH GLIITHUHQW SRVLWLRQV DUH WKH FRPSDUDWLYH EDVH
XVHG IRU DFKLHYLQJ D IDLU GLVWULEXWLRQ RI VDODULHVY WKXV UHGXFLQJ DQ\ DUELWUDULQHVYV
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7KH YDULDEOH FRPSRQHQWV Rl %DQNLQWHU HPSOR\HHV UHPXQGHRZBWHREQ %DANHW WOWR/ DFFARXDR® JWHQHUDO PHHWLQJ
IROORZLQJ SULQFLSOHYV FRPSRQHQW WKDQ WKLV SURYLGHG WKDW LW GRHV

'KHQ UHPXQHUDWLRQ LV OLONHG WR UHvxowv Lwv wrRwBBFBBRYSEW zLoo EH EDVHG RO DO
DVVHVVPHQW WKDW FRPELQHV WKH UHVXOWV RI WKH LQGLYLGXDO HVWLPDWHG XVLQJ ERWK
ILQDQFLDO DQG QRQ ILQDQFLDO FULWHULD WKH UHVXOWV RI WKH EXVLQHVV XQLW LQ TXHVWLRQ DQG
WKH JOREDO UHVXOWYV RI WKH %DQN

7TRWDO YDULDEOH UHPXQHUDWLRQ GRHV QRW OLPLW %DQNLQWHU V FDSDFLW\ WR UHLQIRUFH WKH
VRXQGQHVV RI LWV FDSLWDO EDVH

*LYHQ WKDW JXDUDQWHHG YDULDEOH UHPXQHUDWLRQ LV QRW FRPSDWLEOH ZLWK KHDOWK\ ULVN
PDQDJHPHQW RU ZLWK WKH SULQFLSOH Rl UHZDUGLQJ SHUIRUPDQFH LW GRHV QRW IRUP SDUW
RI DQ\ Rl WKH %DQN V UHPXQHUDWLRQ SODQV

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ LV H[FHSWLRQDO DQG FDQ RQO\ RFFXU ZKHQ KLULQJ
QHZ VWDII DQG ZKHUH WKH (QWLW\ KDV D VRXQG bQG VWURQJ FDSLWDO EDVH DQG LV OLPLWHG
WR WKH ILUVW \HDU RI HPSOR\PHQW

JLIHG DQG YDULDEOH FRPSRQHQWY VKDOO EH DSSURSULDWHO\ EDODQFHG LQ WRWDO
UHPXQHUDWLRQ 7KH IL[HG FRPSRQHQW VKDOO UHSUHVHQW D VXIILFLHQWO\ KLJK SRUWLRQ RI
WRWDO UHPXQHUDWLRQ WR DOORZ D IXOO\ IOH[LEOH SROLF\ RQ YDULDEOH UHPXQHUDWLRQ
FRPSRQHQWYVY XS WR WKH SRLQW ZKHUH LW LV SRVVLEOH QRW WR SD\ WKHP

7KH DOORFDWLRQ RI YDULDEOH UHPXQHUDWLRQ FRPSRQHQWY DW WKH (QWLW\ VKDOO WDNH LQWR
DFFRXQW DOO FXUUHQW DQG IXWXUH ULVN W\SHV

7KH DVVHVVPHQW RI SHUIRUPDQFH VKDOO EH SODFHG LQ D PXOWL \HDU FRQWH[W WR
JXDUDQWHH WKDW WKH DVVHVVPHQW SURFHVY FRYHUV ORQJ WHUP SHUIRUPDQFH DQG WKDW WKH
HITHFWLYH SD\PHQW RI SHUIRUPDQFH EDVHG UHPXQHUDWLRQ FRPSRQHQWY LV VFDOHG RYHU

D SHULRG RI WLPH WKDW FRQVLGHUV WKH (QWLW\ V XQGHUO\LQJ HFRQRPLF F\FOH DQG EXVLQHVYV
ULVNYV

:KHQ DVVHVVLQJ WKH SHUIRUPDQFH XVHG WR FDOFXODWH YDULDEOH UHPXQHUDWLRQ
FRPSRQHQWY DQ DGMXVWPHQW ZLOO EH PDGH IRU DOO W\SHV RI FXUUHQW DQG IXWXUH ULVNYV
WDNLQJ LQWR DFFRXQW WKH FRVW RI WKH FDSLWDO DQG OLTXLGLW\ UHTXLUHG

9DULDEOH UHPXQHUDWLRQ VKDOO QRW EH SDLG WKURXJK YHKLFOHV RU PHWKRGV WKDW IDFLOLWDWH
QRQ FRPSOLDQFH ZLWK UHJXODWLRQV RQ RUJDQLVDWLRQ DQG GLVFLSOLQH

5HWHQWLRQ DZDUGV ZLOO RQO\ EH JUDQWHG LQ H[FHSWLRQDO DQG MXVWLILHG FDVHV SURYLGHG
WKDW WKH UHOHYDQW UHWHQWLRQ FRQGLWLRQV KDYH EHHQ PHW DQG WKHUH KDYH EHHQ QR
PDMRU EUHDFKHYV RI UHJXODWLRQV RU PLVFRQGXFW

%DQNLQWHU KDV HVWDEOLVKHG D VHULHV RI DSSURSULDWH UDWLRV EHWZHHQ WKH IL[HG DQG YDULDEOH
FRPSRQHQWY RI WRWDO UHPXQHUDWLRQ FRQVLGHULQJ WKH GLIITHUHQW JURXSV ZLWKLQ WKH ,QVWLWXWLRQ

IHYHUWKHOHVY WKH IROORZLQJ SULQFLSOHYVY DSSO\ WR PHPEHUV RI LGHQWLILHG VWDIlI ZKLFK LQFOXGHYV
GLUHFWRUYV

7KH YDULDEOH FRPSRQHQW VKDOO QRW H[FHHG Rl WKH IL[HG FRPSRQHQW RI HDFK
LQGLYLGXDOiV WRWDO UHPXQHUDWLRQ

JLIOODU  'LVFORVXUHV 5HSRUW



7\SH Rl YDULDEOH UHPXQHUDWLRQ
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$QQXDO YDULDEOH UHPXQHUDWLRQ

'LVFORVXUHV 5HSRUW

3LIOODU



W VKRXOG EH QRWHG WKDW YDULDEOH UHPXQHUDWLRQ IRU WKH LGHQWLILHG VWDII LV GHWHUPLQHG E\
DSSO\LQJ YHU\ GHPDQGLQJ LQGLFDWRUYV 7KHVH DUH IXOO\ DOLJQHG ZLWK WKH %DQN V ULVN SURILOH DQG
DUH HVVHQWLDO IRU WKH VXVWDLQDELOLW\ RI WKH EDQN LQ WKH ORQJ WHUP

7R GR WKLV WKH FDOFXODWLRQ RI YDULDEOH UHPXQHUDWLRQ LV FDUULHG RXW LQ WKUHH SKDVHYV

6WDJH RREILOPHQW RI WKH DQQXDO bQG PXOWL \HDU WDUJHWV LV DVVHVVHG EDVHG RQ WKH
LQGLFDWRUY HVWDEOLVKHG IRU HDFK FDVH

6HFRQG SKMOKMHYDULDEOH UHPXQHUDWLRQ FDOFXODWHG EDVHG RQ WKH DERYH LQGLFDWRUV LV
DGMXVWHG E\ WKH ULVN DSSHWLWH IUDPHZRUN KHUHLQDIWHU 5%$) LQGLFDWRUV DOLJQHG ZLWK
PHWULFV WKDW DGHTXDWHO\ UHIOHFW WKH PRVW VLJQLILFDQW ULVNV XQGHU UREXVWQHVV DQG
YDOLGDWLRQ FULWHULD LQFOXGLQJ (6* ULVNV

7KHVH LQGLFDWRUV FDQ UHGXFH WKH DFFUXHG YDULDEOH UHPXQHUDWLRQ WR ]JHUR DQG QHYHU
LQFUHDVH LW

,Q WKH DGMXVWPHQW Rl WKH YDULDEOH UHPXQHUDWLRQ DFFUXHG VLQFH %DQNLQWHU KDV XVHG VL]
0$5 LQGLFDWRUV QRZ KDYLQJ WZR LQGLFDWRUV UHODWHG WR HQYLURQPHQWDO DQG VRFLDO REMHFWLYHV
ILQDQFHG HPLMMIFKQRHDVXUHV WKH LPSDFW RQ WKH GHFDUERQLVDWLRQ RI WKH HFRQRP\

WKURXJK WKH ILQDQFLQJ JUDQWHGD @G WKKH %3 @ N\R WIRGI VIM@WAO LHQW V

LQGLFDWRUV IRU DUH GHVFULEHG LQ WKH 'LUHFWRU 5HPXQHUDWLRQ 5HSRUW ZKLFK LV DYDLODEOH RQ
WKH FRUSRUDWH ZHEVLWH

(DFK LQGLFDWRU KDV D GHILQHG REMHFWLYH WROHUDQFH DQG OLPLW WKDW DUH DSSURYHG E\ WKH %RDUG RI
'LUHFWRUVY DW WKH SURSRVDO RI WKH ULVN DQG FRPSOLDQFH FRPPLWWHH 7KH PHDVXUHPHQW RI HDFK
LQGLFDWRU LV TXDUWHUO\ VR HDFK LQGLFDWRU KDV IRXU DQQXDO PHDVXUHPHQWY )DLOXUH WR FRPSO\
ZLWK WKH WROHUDQFH DQG OLPLW OHYHOV HQWDLOV D SHQDOW\ RQ WKH DFFUXHG YDULDEOH UHPXQHUDWLRQ
ZKLFK PD\ HYHQ EH DGMXVWHG WR JHUR

7KH 5%$) LQGLFDWRUYV DVVRFLDWHG ZLWK DGMXVWLQJ WKH YDULDEOH UHPXQHUDWLRQ DFFUXHG LQ DUH
RXWOLQHG EHORZ

JLIOODU  'LVFORVXUHV 5HSRUW



&DOFXODWLRQ RI WKH DGMXVWPHQWY WR EH PDGH

5$) PHWULF OH)YHOV ,QGLFDWRU $VVRFLDWHG UHRMNQHUDWLRQ DFFUXHG GXULQJ VWDJH RQH IRU |
ULVN WROHUDQFH RU OLPLW OHYHOV VHW E\ WKH E

7LHU &(7 UDWLR

&RQWDLQV WKH PDLQ JNN #MMI—L&F?&H FDSLWDO WR ULVN GIRLQ(WH(QIJ'_\/\/HWV 5:$V UDWLR

WKH (QWLW\ DV ZHOO_ DV DQ\ ULVNY WKDW
GLUHFWO\ DIIHFW SURILWXLGDWL WHOMBRQQFH &DSDFLW\

OLTXLGLW\
7KLV LV PDGH XS RI WZR OLQHV RI OLTXLGLW\

& 7KH OLTXLGLW\ EXIIHU ZKLFK PHP XY H\GWHKN FDVK
EDODQFH WKH FHQWUDO EDQN DFFRXQW WKH LQWHUEDQN
DQG GLVFRXQWDEOH DVVHWV DQG

é 7KH LVVXLQJ FDSDFLW\ IRU FRYHUHG ERQGYV
6HQVLWLYLW\ RI QHW LQWHUHVW LQFRPH

7KLV PHDVXUHV WKH H[SRVXUH RI QHwW QM KU AV W F &R Wb o

DGYHUVH PRYHPHQW RQ WKH LQWHUHVW UDWH FXUYH
BUREOHP DVVHWYV

7KLV PHDVXUHV WKH zZHLIKWLQJ RI L& bHG EWicLw uLvn
H[SRVXUHV

7LHU ,,

7KHVH DUH PHWULFV WKDW H[SDQG RU
EUHDN GRZQ WKH LQIRYPDW HW%URPRWHU 6FRUH RI DOO RI WKH %DQN V FXVWRPHUV

GHILQHG LQ 7LHU ,

WKDW GR QRW GLUHFWOZF\I—'E@@»—(I’D R VH KboLwi vxuyHv

GLPHQVLRQV 7KLV PHDVXUHV FXVWRPHUV LQFOLQDSVHRRXW DMWY iRPR RIS OV KH
%DQN

(PLVVLRQV ILDQNHD®HQW WRQQHV SHU PLOOLRQ ILQDQFHG

7KLY PHDVXUHYV WKH HTXLYDOHQW WR?@I-V/LRUJ ﬁLdW:MdWWGVVLRQV

SHU PLOOLRQ HXURV ILQDQFHG

JLIOODU  'LVFORVXUHV 5HSRUW



7KLUG SKCDAH.DEOH UHPXQHUDWLBR (LW &EGOGMNKBGWRHEG WKW KHDOH

WKDW WKH %RDUG RQ WKH UHFRPPHQGDWLRQ RI WKH ULVN DQG FRPSOLDQFH FRPPLWWHH GHFLGHV
DW DQ\ JLYHQ WLPH ZLWK D YLHZ WR FUHDWLQJ ORQJ WHUP YDOXH DQG HQVXULQJ WKH %DQN V
GHYHORSPHQW LQ WKH FRPLQJ \HDUV LV VXVWDLQDEOH RYHU WLPH DQG DOLJQHG ZLWK WKH
LOQWHUHVWY RI WKH VKDUHKROGHUYV

7KHVH WKUHH VWDJHVY DSSO\ WR ERWK DQQXDO YDULDEOH UHPXQHUDWLRQ DQG PXOWL \HDU
YDULDEOH UHPXQHUDWLRQ 7KH VHFRQG DQG WKLUG VWDJHV LQYROYH H[ DQWH DGMXVWPHQWYV

7KH GHVLJQ RI WKH YDULDEOH UHPXQHUDWLRQ V\VWHP IXOO\ UHVSRQGY WR %DQNLQWHU V ILUP
FRPPLWPHQW WR ORQJ WHUP VXVWDLQDELOLW\ LQ DOO DUHDV D FRPPLWPHQW WKDW WUDQVODWHYV LQWR WKH
XVH Rl UREXVW ORQJ ODVWLQJ LQGLFDWRUV FRQWUROOHG DQG YHULILHG E\ WKH EDQN V FRQWURO DUHDV DQG
H[WHUQDO DXGLWRUV $V SDUW RI WKLV GHVLJQ DQG LQ UHODWLRQ WR VSHFLILF VRFLDO DQG HQYLURQPHQWDO
REMHFWLYHV WKH 5$) LQFRPSDQLHV WKH 136 Rl FXVWRPHUV DQG &2 HPLVVLRQV ILQDQFHG ZKLFK

DUH WKHQ DSSOLHG WR YDULDEOH UHPXQHUDWLRQ

7KH VSHFLILF FKDUDFWHULVWLFV DQG WDUJHWYV RI WKH YDULDEOH UHPXQHUDWLRQ DZDUGHG WR H[HFXWLYH
GLUHFWRUV ERWK DQQXDO DQG PXOWL \HDU DUH GHVFULEHG EHORZ DV ZHOO DV WKH FKDUDFWHULVWLFV RI

WKH H[ DQWH DGMXVWPHQW RI WKH YDULDEOH UHPXQHUDWLRQ DFFUXHG LQ DFFRUGDQFH ZLWK WKH 58%)
LQGLFDWRUV
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3URILW %HIRBPh77DRI MBBSHWRSULDWH ULVN
*URXS V %DQNLQJ PD@PWHRH@W DQG LWV OLQN + [+ [ P [+ OLQHDU
LQFOXGLQJ (92 LQ WRHWRHVPHBLXP DQG ORQJ +

([HFXWLYH 'LUHFWRUWHUP

GLFDWRU OLQNHG WR WKH FHQWUHIV WR
$QQXDEVUHDIV DWWDLQPHQBXVRIDLD@EXDOW\ RI  WKH
WDUJHWV EXVLQHVV LQ WKH PHGLXP . [+ [
)RU H[DPSSHUDWLQJ DRGIL@RQJ WHUP DQG . [+ [+ OLQHDU
EHIRUH SURRLWLIRQVWDOXNSWPHOW  ZLWK  WKH

%DQNLQJ $FWLYLW\ LQRAXNGLQUIYN ISROLF\
WKH FDVH RI H[HEFXWLYH GLUHFWRUV

Rl ,QFHQWLYRI D@FHQWL YR DFHQWLYH DV

Q WKH

DULDEC
DWLRQ

6WDJH R Q H “URXS 52( *URXS 5R( RI'  'HFHPEHU 'HFHPEHU 'HFHPEHU
OHDVXUHG RQ WZR GDWHYV
"HFHPEHU $ELOLW\ WR JHQHUDWH YDOXH. | RI RI RI RI RI
"HFHPEHU IRU LWV VKDUHKROGHIDFK \HD U’ !&Efesggtc\g/\%(? *URWEH 7DUJHWWKH 7DUJHWWKH 7DUJHW
"HEHPEHU L QFHQWLYH ,QFHQWLYH ,QFHQWLYH
. &RPSDULVRQ *URXS
Doég)\?lrlj‘n OLGSRLQW WR
J %DQNLQWHU *URXS 3%7
PL3OLROV RI HXURY L,QFHQWLYH DFKLHYHG
$SSURSULDWH ULVN 357
3URILW $IW3T 7DW PDQDJHPHQW DQG LWV OLQN
"HFHPEHU WR WKH PHGLXP DQG ORQJ + 3$7 P
WHUP
+ 3$7 +
3$7 , ;
&(7 5DWLR 6ROYHQF\ UDWLR
/LTXLGLW\ %XIIHU
6HFRQG VVXDQFH JLTXLGLW\
3KDVH &DSDFLW\
7
7knve pun pomBVRERLD O WbG GHQVLWLYLW\ RI S{'VWUHVW UDWH
OLQNHG WR WKH 5$)QLXLOIWL LQWHUHVW LQFR FR
DSSHWLWH IUDPHZ
6HH GHWDLOHG GHVFULSWLRQ DERXW WKH YDULDEOH UuHPMWHRbwLro |
L LFDWRUV WLH L
S Y woe DR BXD O SUREOHP DVVHWYV ¢ yygLw LQGLFDWRUV LQ WKH SUHYLRXV VHFWLROQ
WKH ELJJHVW ULVNV
HI DQWH 136 ¢ TRWDO %DQN
DGMXVWPHQW Eé\F/\FleS(EFQUJVWR 5HSXWDWLRQDO
7LHU TXDOLW\ VXUYH\V
YXQGHG HPLVVLRQVLURQPHQW
6WDJH SR(77&
+ BR( 77& +
WKUHH $QQXDOsRQ&urxix win mig@hHY N ORIT SHET ( WR
OWL \H®UYR RQHTXLWY SR{/byJHWV LQWR DFFRX wQ
HI DQ\EI—X uJ Q Q 5R( 778& !

DGMXVWPHQW

ZHLJKW DSSOLFDEOH WR H[HFXWLYH GLUHFWRUV DPRQJ RWKHU PHPEHUV RI WKH LGHQWLILHG VWDII
$GGLWLRQDOO\ LQ WKH ILQDQFLDO \HDU LQ WKH FDVH RI PXOWL DQQXDO YDULDEOH UHPXQHUDWLRQ WKH DSSOLFDWLRQ RI WKH 5LVN $SSHWLWH )UDPHZRUN PHWULF '

HSRVLW

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



OHWULF WKDW VHUYHV WR DVVHVV WKH %DQN V PHGLXP ORQJ WHUP SURILWDELOLW\ LVRODWLQJ WKH F\FOLFDO FRPSRQHQW WKDW LQWURGXFHV WKH FRVW RI ULVN LQWR WKH LQF
LVRODWHG RQH RIIl HYHQWYV WKDW GR QRW VHUYH DV UHIHUHQFH LQ D SURVSHFWLYH DVVHVVPHQW RI SURILWDELOLW\ 7R DOLJQ WKH REMHFWLYHV RI JHQHUDWLQJ YDOXH ZLWK LW
WROHUDQFH PHWULF IURP WR /ILNHZLVH RQ WKH GDWH RI DSSURYDO RI WKLV 5HSRUW JHEUXDU\ WKH %RDUG RI 'LUHFWRUV RQ WKH UHFRPPHQGDWLRQ RI WKH ULVN DQ

$QQXDO YDULDEOH UHPXQHUDWLRQ

7KH GHJUHH RI FRPSOLDQFH ZLWK WKH REMHFWLYHV WR ZKLFK WKH DQQXDO YDULDEOH UHPXQHUDWLRQ
DFFUXHG LQ JHQHUDO DQG DSSOLFDEOH WR H[HFXWLYH GLUHFWRUV DPRQJ RWKHUV ZDV OLQNHG LV
VKRZQ EHRPXOWL \HDU YDULDEOH UHPXQHUDWLRQ ZDV DFFUXHG

GHJUHH|BHUFHQWDJH RI
DFKLHYHPHQWQIHUDFFUXDO
dFHOWLYH DFFUSKIDOVH RI WRRN DD QXD O
YDULDE®H YDULDEOH
UHPXQHUQWHRGQHUDWLRQ

"HLIKWLQJ4RXLHYHPHQ

,QGLFDWRU WKLV VWDJWDWH

SURILW EHIRBYH WRO[WKH EDQNLQJ EXVLQHVV LQ 6SDLQ 3RUWXJDO DQG ,UHODQG LQFOXGLQJ (92 LQ WKH
FDVH RI ([HFXWLYH 'LUHFWRUV

6WDJH.QGLFDWRU OLQNHG WR WKH FHQWUHIV DUHDiIV DWWDLQPHQW RI DQQXDO WDUJHWYV
RQH YRU H[DPSOH VSHFLILFDOO\ IRU H[HFXWLYH GLUHFWRUV DQG WKH SDUW RI WKH UHVW RI WKH LGHQWLILHG VIWDIl WKD\W
GRHY QRW SDUWLFLSDWH LQ VSHFLILF LQFHQWLYHV GDWD LV SURYLGHG IRU WKH RSHUDWLQJ SURILW EHIRUK SURYLVLRQV
LQGLFDWRU IRU WKH EDQNLQJ EXVLQHVV LQ 6SDLQ 3RUWXJDO DQG ,UHODQG LQFOXGLQJ (92 LQ WKH FDVH RI
H[HFXWLYH GLUHFWRUV

&(7 S5DWLR 6DPH DFEUXDO
%XITHUTXLGLW\ ,VVXDQFH &DSDFLW\ EESV'BHLQ Z’SJL”Q
BHQVLWLYLW\ RI QHW LQWHUHVW LQFRPH 7KHUH ZHUH QR EUHDFKHV Rl WROHU L‘ﬁm

vaggJH Q Q Q Q OLPLWV LQ WKH PHDVXUHPHQWY HT %‘g'ﬂb \%R?‘KDV
3UREOHP DVVHWYV TXDUWHUV RI WKHVH VL[ 6$) LQGLFDWRUYV

136 7TRWDO %DQN FXVWRPHUV DFFRUGLQJ WR TXDOLW\ VXUYH\V
YXQGHG HPLVVLRQV

6WDJH s$W '"HFHPEHU WKH 5R({ 77& ZDV
WKUHHSZ( 7T7T&NKURXJIK WKHHWHKOWH) RQ LQYHVWHG FDSLWDO DERYH WROHUDQFH PHHWLQJ WKH [WDUJHW E

ZHLJKW DSSOLFDEOH WR H[HFXWLYH GLUHFWRUV DPRQJ RWKHU PHPEHUV RI WKH LGHQWLILHG VWDII

3%7 REMHFWLYH IRU DFFUXDO Rl YDULDEOH UHPXQHUDWLRQ PLOOLRQ HXURV )LJXUHV DW '"HFHPEHU PLOOLRQ HXURYV
7DUJHW RSHUDWLQJ PDUJLQ EHIRUH SURYLVLRQV IRU DFFUXDO Rl YDULDEOH UHPXQHUDWLRQ PLOOLRQ HXURV )LIJXUHV DW
'"HFHPEHU PLOOLRQ HXURV

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



7KH IROORZLQJ DUH WKH FODXVHV WR ZKLFK WKH YDULDEOH UHPXQHUDWLRQ RI HIHFXWLYH GLUHFWRUV LV FXUUHQW
$FFUXHG YDULDEOH UHPXQHUDWLRQ LV VXEMHFW WR WKH IROGIORZ DQJIVEEC D XVHHY

&ODXVHV WR ZKLFK YDULDEOH UHPXQHUDWLRQ XOWLPDWHGKDFEBR®PH @V B WHE\NR{EWL!I DQ\ SD\DEOH WR PHPEHUV RI WKH L
DFKLHYHG RYHU WLPH DQG VKDOO QRW UHZDUG SRRU SHUIF

"HIHUUDO 3D\PHQW LQ VKDUHV VKDOO EH VXEMHFW WR WKH SURYLVLRQV RI %DQNLQWHU *L
D R SO S M R P R SR TNk a bos P e i LIPRELR W, Wi WL H

IRU D SHULRG RI _\HDUV ,Q JHQHUDO VHYHUDQFH SD\PHQWY LQFOXGLQJ SRVW FRQ'
3URKLELWLRQ RI KH®KDQH UHWHQWLRQ SHUYRB OO EH FRQVLGHUHG YDULDEOH UHPXQHUDWLRQ IRU DO
WUDQVDFWLRQV \ /by |URP HDFK GHOLYHHPXQHUDWLRQ SROLF\ DSSOLFDEOH WR WKH PHPEHUV RI W
7KLV DSSOLHV WR ERWK VKDUHV WKH FDOFXODWLRQ RI WKH UDWLR Rl WKH DSSOLFDWLRQ RI
SHQGLQJ GHOLYHU\ DQG VKDUHV LQ DFFRUGDQFH ZLWK WKH UXOHV LQ IRUFH DW D JLYHQ W
GHZ(E\LNYKHKURHOGGLES;’VSVHXUEL'\’I';(‘;FW WR D DPRXQWYV RI VHYHUDQFH SD\PHQWVYV VKDOO QRW EH WDNHQ
UDWLR WKH DSSOLFDWLRQ RI WKH GHIHUUDO SURYLVLRQV C
[ SRVW DGMXVWPHQWV ZLWK WKH SURYLVLRQV RI %DQNLQWHU V UHPXQHUDWLRQ SR

5HGXFWLRQ PDOXV DQG UHWXUQ FODZEDFN FODXVHV DUH DSSOLFDEOH W R RI WKH DPRX

WJUD
,Q DQ\ FDVH WKHUH LV ?KW WR UHFHLYH VHYHUDQ
RZQHUVKLS RI WKH (QWLW\

VQRODYFHFSIE\GRDIQIESHZGLLV\\//VKL/QDVZWLWXWLRIQQV )\jv(%: YDUTSE\gII—(iHUI:JgE 3%%58 Hé?iy% %'L'p\% \%'ikl“ EC&F%“WWQGW R%g\%u QRQ HIH
H | LRQ IRU D
HIHU SRUWLRQ VKDOO RGO\

6WDIl ZKLFK LQFOXGHV H[HFXWLYH GLUHFWRUV LQFOXGLQJ WK

YHVWHG LI LW LV VXVWDLQDEOH LQ DFFRUGDQFH ZLWK WKHKH QB g HUD® AH \8 R DPRHLRADV RIR W KH HIEQQWW IY W XGALIURHE VDRUDY HV W
ZKROH DQG LI LW LV MXVWLILHG RQ WKH EDVLV RI WKH UHWRPSBD @RI WKH EQVWGWXKQQ WRIOH WKID EWVRQMKUSX@LWKD @& H ((
WKH LQGLYLGXDO FRQFHUQHG H[HFXWLYH RINLFHU DSSO\ 7KH\ RQO\ DSSO\ LQ FDVHV VLPI

VW D XWR GH ORV. 7TUDEDMDGR IRU RUGLQD
7KH PDOXV RU FODZEDFN FODXVHYV DUH H[SOLFLW H[ SRVW E}é\lg A; HBRW FI!(FKAP%LD\%\M% P%&&i{ Ing\ FLUEXPVWD

ZKLFK %DQNLQWHU DGMXVWV WKH UHPXQHUDWLRQ RI WKH PHIE§6| \\{:’I-be\w J(/ia W‘:H‘é' bo %DQNLQWHU VWDII

7KH *URXS KDV D UHPXQHUDWLRQ UHSD\PHQW SROLF\ DQG D SURFHGXUH IRU WKH DSSOLFDWLRQ RI
UHGXFWLRQ FODXVHVY DSSOLFDEOH WR WKH LGHQWLILHG VWDII ZKLFK GHILQHV WKH FDVHV LQ ZKLFK WKHVH
FODXVHV PD\ EH DSSOLHG LQFOXGLQJ L HYLGHQFH RI PLVFRQGXFW RU VHULRXVY HUURU E\ WKH ,GHQWLILHG
6WDII PHPEHU LL LI %DQNLQWHUIV DQG RU WKH EXVLQHVV XQLWIiV ILQDQFLDO UHVXOWYV VXEVHTXHQWO\
VXIIHU D VLIJQLILFDQW GHFOLQH LLL LI %DQNLQWHU DQG RU WKH EXVLQHVV XQLW LQ ZKLFK WKH ,GHQWLILHG
6wDIl PHPEHU ZRUNV FRPPLWY D PDWHULDO ULVN PDQDJHPHQW IDLOXUH LY VLJQLILFDQW LQFUHDVHV LQ

WKH UHJXODWRU\ RU HFRQRPLF FDSLWDO EDVH RI WKH EXVLQHVV XQLW RU %DQNLQWHU Y UHJIJXODWRU\
VDQFWLRQV WR ZKLFK WKH FRQGXFW RI WKH ,GHQWLILHG 6WDII PHPEHU KDV FROQWULEXWHG

$V LQ WKH SUHYLRXV \HDU LW LV UHSRUWHG WKDW LQ WKH FDVH RI H{HFXWLYH GLUHFWRUV WKH LQIRUPDWLRQ
RQ WKH WRWDO PD[LPXP QXPEHU RI VKDUHV WR EH GHOLYHUHG UHSRUWHG LQ WKH $QQXDO 5HSRUW RQ
5HPXQHUDWLRQ RI %DQNLQWHU GLUHFWRUV DSSURYHG E\ FRQVXOWDWLYH YRWH DW WKH *HQHUDO

6KDUHKROGHUV OHHWLQJVY KHOG RQ ODUFK DQG ODUFK LQFOXGHV WKH

DGMXVWPHQW RI WKH QXPEHU RI VKDUHV SHQGLQJ GHOLYHU\ DV GHIHUUHG YDULDEOH UHPXQHUDWLRQ WR
QHXWUDOLVH WKH HIIHFW RI WKH VHJUHJDWLRQ RI /'$ LQ ZKLFK DIIHFWV YDULDEOH
UHPXQHUDWLRQ VXEMHFW WR GHIHUUDO DGMXVWPHQW VHW E\ WKH %RDUG E\ GHOHJDWLRQ RI WKH *HQHUDO
OHHWLQJ DW LWV PHHWLQJ RI '"THFHPEHU DW VKDUHV IRU HDFK %DQNLQWHU VKDUH

JLIOODU  'LVFORVXUHV 5HSRUW



AXDQWLWDWLYH LQIRUPDWLRQ RQ WKH UHPXQHUDWLRQ SROLF\

7KH WDEOHV EHORZ 5(0 5(0 5(0 5(0 DQG 5(0 FRQWDLQ LQIRUPDWLRQ RQ WKH
UHPXQHUDWLRQ SROLF\ IDOWDHPRUBQGQFH ZLWK $UWLFOH RlI 5HIXODWLRQ (8
DQG 5HIXODWLRQ (8

6SHFLDO SD\PHQWV WR VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHY KDYH D PDWHULDO LPSDFW RQ WKH
ULVN SURILOH RI WKH LQVWLWXWLRQ LGHQWLILHG VWDII 5(0

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ JUDQWH

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ JUDQWHG 1XPEHU
\

RI LGHQWLILHG VWDIlI PHPEHU

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ JUDQWHG 7RWDO
DPRXQW

bb2l ZKLFK JXDUDQWHHG YDULDEOH UHPXQHUDWLRQ SDLG
GXULQJ WKH ILQDQFLDO \HDU ZKLFK LV QRW WDNHQ LQWR
DFFRXQW ZKHQ FDSSLQJ ERQXVHYV

6HYHUDQFH SD\PHQWYV JUDQWHG LQ SUHYLRXV SHULRGV
DQG SDLG GXULQJ WKH \HDU

6HYHUDQFH SD\PHQWYV JUDQWHG LQ SUHYLRXV SHULRGV DQG
SDLG GXULQJ WKH \HDU 1XPEHU RI PHPEHUV RI WKH
LGHQWLILHG VWDII

6HYHUDQFH SD\PHQWYV JUDQWHG LQ SULRU SHULRGY DQG
SDLG GXULQJ WKH \HDU WRWDO DPRXQW

6HYHUDQFH SD\PHQWYV JUDQWHG GXULQJ WKH \HDU
6HYHUDQFH SD\PHQWYV JUDQWHG GXULQJ WKH \HDU

1XPEHU RI PHPEHUV Rl WKH LGHQWLILHG VWDII

6HYHUDQFH SD\PHQWYV JUDQWHG GXULQJ WKH \HDU WRWDO
DPRXQW

bb2l ZKLFK SDLG GXULQJ WKH \HDU

bb2l ZKLFK GHIHUUHG

bb2l ZKLFK VHYHUDQFH SD\PHQWYV SDLG GXULQJ WKH \HDU
WKDW DUH QRW WDNHQ LQWR DFFRXQW LQ WKH FDSSLQJ RI
SUHPLXPV

bb2l ZKLFK KLJKHVW FRPSHQVDWLRQ DZDUGHG WR D VLQJOH
SHUVRQ

bb)LIXUHV LQ WKRXVDQGV RI
HXURV

JLIOODU  'LVFORVXUHV 5HSRUW



5HPXQHUDWLRQ JUDQWHG IRU WKH \HDU 5(0

D E F G

2YHUVLJKW IXQFWDRQJIRIPW&W IXQFWLRQ RI WKH
PDQDJHPHQW ERG\PDQDJHPHQW RRGKHU VHQLRU PDQDJHWHKGOW LGHQWLILHG V

1XPEHU Rl PHPEHUV RI LGHQWLILHG VWDII
7RWDO IL[HG UHPXQHUDWLRQ
bb2l ZKLFK LQ FDVK
(8 D bb2l ZKLFK VKDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV

JL[HG UHPXQHUDWIRQ
bb2l ZKLFK HTXLW\ OLQNHG LQVWUXPHQWY RU HTXLYDOHQW QRQ FDVK
LQVWUXPHQWYV

(8 [ bb2lI ZKLFK RWKHU LQVWUXPHQWV
bb2l ZKLFK RWKHU PRGDOLWLHV

1XPEHU RI PHPEHUV RI LGHQWLILHG VWDII
7TRWDO YDULDEOH UHPXQHUDWLRQ

bb2l ZKLFK LQ FDVK é
bbbb2l ZKLFK GHIHUUHG é

(8 D bb2l ZKLFK VKDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWV é

(8 D bbbb2l ZKLFK GHIHUUHG é

(8 E 9DULDEOH UHPXQHYPWARGK HTXLW\ OLQNHG LQVWUXPHQWY RU HTXLYDOHQW QRQ FDVK é é é

LQVWUXPHQWYV

(8 E bbbb2l ZKLFK GHIHUUHG é é
(8 [ bb2l ZKLFK RWKHU LQVWUXPHQWYV é é <]
(8 \ bbbb2l ZKLFK GHIHUUHG é é <]
bb2l ZKLFK RWKHU PRGDOLWLHV é
bbbb2l ZKLFK GHIHUUHG é

7TRWDO UHPXQHUDWLRQ

JLIXUHV LQ WKRXVDQGV R

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



S5HPXQHUDWLRQ RI PLOOLRQ HXURV RU PRUH SHU \HDU 5(0

D

,GHQWLILHG VWDII ZLWK KLJK UHPXQHUDWLRQ ZLWKLQ WKH

(RUR PHDQLQJ Rl $UWLFOH L RI WKH &55
JURP PQ WR OHVV WKDQ __ PQ B

JURP __PQ WR OHVV WKDQ PQ

JURP PQ WR OHVV WKDQ __ PQ B

JURP __PQ WR OHVV WKDQ PQ B

JURP _PQ WR OHVV WKDQ __ PQ B

JURP __PQ WR OHVV WKDQ PQ B

,QIRUPDWLRQ RQ WKH UHPXQHUDWLRQ RI VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHY KDYH D PDWHULDO LPSDFW RQ WKH I

D E F G H | J K L M
SHPXQHUDWLRQ RI WKH PDQDI.]HPHQW ERG\ %XVLQHVV DUHDV

2YHUVLJIKODQDJIJHPHQW RS 5HWDLO GHSHQGHQW

IXQFWLRQ RXWKWMLRQ RIbWKH jpyqwQ@YHYWPHOW, pip iy p - e g@HUQDo FRQMDWRPWKHUV 7RWDO
PDQD;I;EI;IQMDQD;:EI\-!QW ERreY EDQNLQJ EDQNLQ%‘BQDJHPHQWlXQFWLg IXQEWLRQV

7TRWDO PHPEHUV RI LGHQWLILHG VWDII

bb2l ZKLFK PHPEHUV RI WKH PDQDJHPHQW ERG\

bb2l ZKLFK RWKHU VHQLRU PDQDJHPHQW é é é é é

bb2l ZKLFK RWKHU LGHQWLILHG VWDII

7TRWDO UHPXQHUDWLRQ RI LGHQWLILHG VWDII

bb2l ZKLFK YDULDEOH UHPXQHUDWLRQ ¢

bb2l ZKLFK IL[HG UHPXQHUDWLRQ

JLIXUHV LQ WKRXVDQGV RI

JLIOODU  'LVFORVXUHV 5HSRUW



'"HIHUUHG UHPXQHUDWLRQ 5(0

D E F G H | J K

$PRXQW RI WKRWDO DPRXQW
SHUIRUPDQF®GMXVWPHQW G hl %PRXQWWO DIRRIAQW R |
FH

7RWDO DPRXQW RI PRXQW RI WKH GHIHUUHG UHPXQHUDW
GHIHUUHG 21 ZKLFK LI'E:|_K| YZH @?% DQFH DGR \ﬁ\MaI%WS\;R[I)VQV\?%XGHMW)\(ISV\II_IEH WLR@®QWHG LQ UHVSHFW

"HIHUUHG DQG UHWDLQHG UHPXQH BRQHRDQW L R QHMIDH 8 e LHS 1o wkHAH o Wi Al G &R\IXH% UBRURMRSHUIRUPDQF H
LQ UHVSHFW RWKBIHMIRX ' >/ HIHUUHG UHPXQ% P TR S HRO QBHULRGY WKDW KDV YH
SHUIRUPDQFH SHULRGV EH YHVWHG LQ Wg §t YOI0R S ELXAVLIQV WRKHE MHEW W R

WS BQ) i LA B ISID @) ZLWKKROGLQJ SHULRG\
\HDUV LQVWUXPHQW sULFRY

2YHUVLJKW IXQFWLRQ RI WKH PDQDJHPHQW ERG\ B B B & & &

bb,Q FDVK B B B & & & &

bb6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWY & B B & &

bb(TXLW\ OLQNHG LOVWUXPHQWY RU HTXLYDOHQW QRQ FDVK

LQVWUXPHQWV 6 6 6 6 6 6

bb2WKHU LQVWUXPHQWV b B B B & & &

bb2WKHU PRGDOLWLHV B B B & & &

ODQDJHPHQW IXQFWLRQ RI WKH PDQDJHPHQW ERG\ & &

bb,Q FDVK é é é é

bb6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV & &

bb(TXLW\ OLONHG LQVWUXPHQWY RU HTXLYDOHQW QRQ & DVK B B B B & &

LQVWUXPHQWYV

bb2WKHU LQVWUXPHQWVb & B B & & &

bb2WKHU PRGDOLWLHV B & & &

2WKHU VHQLRU PDQDJHPHQW & &

bb,Q FDVK é é é é

bb6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV & B

bb(TXLW\ OLQNHG LQVWUXPHQWY RU HTXLYDOHQW QRQ&DVK B & & & & &

LQVWUXPHQWYV

bb2WKHU LQVWUXPHQWVb & B B & & &

bb2WKHU PRGDOLWLHVY B & & &

2WKHU LGHQWLILHG VWDII & &

bb,Q FDVK é é é é

bb6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV & &

bb(TXLW\ OLQNHG LQVWUXPHQWY RU HTXLYD®OHQW QRQ&DVK B A A & A &

LQVWUXPHQWYV

bb2WKHU LOQVWUXPHQWV b B B B & & &

bb2WKHU PRGDOLWLHV B & & & &

7RWDO DPRXQW &

JLIXUHV LQ WKRXVDQGV RI

JLIOODU  'LVFORVXUHV 5HSRUW
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PDODIHPHOWHYRD [IWKH PRVW UHOHYDQW ,52V LQ OLQH ZL\
&RUSRUDWH 6XVWDLQDELOLW\ 5SHSRUWLQJ 'LUHFWLYH DQG

(DFK RI WKH SULQFLSOHVY HVWDEOLVKHG LQ WKH VXVWDLQD
PDQQHU WKH GLIITHUHQW VXE WRSLFV GHILQHG LQ WKH UH.
,QIRUPDWLRQ RQ WKH PDLQ (6* ULVNV WKDW WKH PDWHULDO ,52V OLQNHG WR DUHDV VXFK DV F

$FFRUGLQJ WR $UWLFOH D RI " HOHIJDWHG 5HIXODWLRQ (8FXVWRPI—LUQ\L}VWIP\R/WWRLQES\PQEDFOROU%RL\L}PQSVHQ—'V]LRYHUQDQFH DUH U

LQIRUPDWLRQ RQ HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFKHUIRQNVNF\(&SSOVLNMY WRFD&GOLIQQ VBIKWMIHAD @&/ IDMW PDNH XS W
WUDQVLWLRQDO ULVNV 7KH GHWDLOV RI WKH LQIRUPDWLR @ XWRNVBEHQIXEMH V'KHGEG ORSPWIQW R QD AQQ RIS OMKH Q8LLQMHG 1DV

5HIXODWLRQ (8 R 1RYHPEHU FRPPLWPHQWY PDGH LQ LOWHUQDWLRQDO SURWRFROV DQG
&RPSDFW *XLGLQJ 3ULQFLSOHV WKH (TXDWRU 3ULQFLSOHV
6XVWDLQDELOLW\ VWUDWHJ\ WKH 81 (QYLURQPHQW 3URJUDPPH )LQDQFLDO 6HFWRU ,QL

$OOLDQFH 1=%$ 7KHVH |UDPHZRUNV UHLQIRUFH WKH %|

2YHU WKH SDVW GHFDGH WKH %DQNLQWHU *URXS KDV GHPRRQYWUIDEDS LIWV\VIIR QW RBMWRIBOWRWR. QWR WKH FRUSR
VXVWDLQDELOLW\ LQWHJUDWLQJ HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH (6* FULWHULD LQWR LWV

FRUSRUDWH VWUDWHJ\ 7KH OLQHV RI DFWLRQ RI WKLV VvVWwUBRy PR QoNLQ W W X PW X B HRE XD &R WAXG/HNDYL Bkt 8 SWQLRQV D
SODQV VXFK DV 1RXJKWV DQG &URVVHV 30DQ FRUH HQDRRW LQ LWV GHYHORSPHQW DQG LPSOHPHQWDW
DQG WKH '1$ 30DQ 7KHVH SODQV VHHN WR SURPFRBWHLRGLNDAWEYHD 8 bW\ |IRRFDXWHMy WKURXJIK ZKLFK LW LGt
GHYHORSPHQW DOLJQLQJ ZLWK WKH FRUSRUDWH YDOXHVVYRYWDLQR Rl O LYW WXIHDA pL Q W H PWM LRI dKgl SHUVSHFEWLYE
RULJLQDOLW\ 7KDQNV WR WKHVH LQLWLDWLYHV WKH %DOQNMQRRHALFURNSE SREP LR/EHC AR WKEHERWRNLQWHU *URXS F
SURWHFWLQJ WKH HQYLURQPHQW EXW DOVR IRVWHUV D SRYWWNWKR®ESHDHEW RQ WKH VRFLHW\ DQG HFRQRP\

RI WKH FRXQWULHV ZKHUH LW RSHUDWHV

7KH EDQN KDV EHHQ SXEOLVKLQJ VXVWDLQDELOLW\ UHSRUWV SHULRGLFDOO\ IRU PRUH WKDQ D GHFDGH
FDOOHG QRQ ILQDQFLDO LQIRUPDWLRQ VWDWHPHQWYV VLQFHKWKDBIL & Q LD LMQ WSRO DRWFBIURII WIKH LQVWRRPHQW WKDW WKH

QRQ ILQDQFLDO LQIRUPDWLRQ DQG GLYHUVLW\ ,Q WKLV ZOLPNKHR B KN @ W X FAWHRXLSQ J X0 U RMVH BO® D Q WKH I
WUDQVSDUHQF\ DQG PRQLWRULQJ RI LWV SURJUHVV LQ WKLZHWHBRQVLGHUHG
7KH 6SDQLVK &RPSDQLHV $FW DQG /DZ RI "HF

LQIRUPDWLRQ DQG GLYHUVLW\

7KH VXVWDLQDELOLW\ DQG DSSRLQWPHQWV FRPPLWWHH UHYLHZHGE WKWHG)nyDLQDELQlL\%\ QRQAUFQSH%Q 3DUOLDPHOQ\
U

"HFHPEHU DV WKH ERG\ UHVSRQVLEOH IRU UHYLHZLQJ WKLY %Fggluﬁjv\m G/ xR ARV, HSRUWLQJ 465 &R
VXVWDLQDELOLW\ VWUDWHJI\ DQG RYHUVHHLQJ WKH *URXS V (.QDH,QQ,\LLMRQPHQWDO 6RFLDO DQ

*RYHUQDQFH LQGLFDWRUV ,W PRQLWRUV VWDNHKROGHU HQJDJHPHQW DQG (6* ULVN DVVHVVPHQWV DQG
HQVXUHVY SXEOLF GLVFORVXUH RI QRQ ILQDQFLDO DQG GLYHUVLW'\HLOQ-IlRIIJWEbWLSRiQXODWLRQ (8 VXSSOHPHQWLQJ 'L

3DUOLDPH W % WKH &RX%FLO ZLWK L
JRU WKH GHILQLWLRQ RI WKH SUHVHQW SROLF\ WKH H[SHFWDWL DVVJ DWH LDOLW\ DQDO\VLV
FDUULHG RXW LQ ZHUH LQFOXGHG ZKLFK PDGH LW SRVVLEOH W LGHQ W I\ WKH VXVWDLQDELOLW\

SULRULWLHY UHOHYDQW WR %DQNLQWHU *URXS DQG LWV VWDI\HKWGHJLH\FRPPHQGDWLRQV LQFOXGHG LQ WKH &RGH R

&RPSDQLHVY DSSURYHG E\ WKH &109
7KH 6 XVWDLQDELOLW\ 3ROLF\ GHILQHVY WKH IUDPHZRUN ZLWKLQ ZKLFK %DQNLQWHU *URXS LQWHJUDWHYVY WKH

%DQNIV YDOXHV & $JLOLW\ (QWKXVLDVP ,QWHJULW\ DQG 2ULJL QXML WR PP DWERIDQ VWY WKK B\ HWIKUHL GoIENOLHWRIU *URXS KD\
UHVSRQVLEOH PDQDJHPHQW LQWR LWV DFWLYLWLHVY WR FUHDWH DHHARXRPLE WHR RIDD/OL BRQEO HEMIW IRIMW IXHYD A QFOXGLQJ

YDOXH WKH 8QLWHG 1DWLRQV *OREDO &RPSDFW WKH (TXDW

VSR VLEOH %DQNLQJ DQG WKH L LWLDWLYH IRU WKI
7KLV LV WKH EHQFKPDUN SROLF\ IRU PDQDJLQJ WKH EDQN V (QYL vgp%wegz@hl\?@,g Qﬁ DF@@H&J,@ R %DQONLQJ $0C
(6* DVSHFWV DQG FRYHUV KRZ DOO LPSDFWV ULVNV DQG RS

VLIJQLILFDQW DUH PDQDJHG ,W KDV DQ HQG WR HQG DSSURDFK WQ'W\‘HlQNRUM/\KHVKJH\DGO-NQWVBHLDE\AMW\QPBQWV E\ OHDGL
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,QWHUQDWLRQDO VWDQGDUGY DQG IUDPHZRUNV UHODWLQJ WR 6XVWDLQDELOLW\ PDQDJHPHQW
*5, ,,5& ,62 6*( HWF

$QDO\WLV RI WKH UHVXOWYV RI VDWLVIDFWLRQ VXUYH\V FRPSOHWHG E\ VWDNHKROGHU JURXSV
VXFK DV FXVWRPHUV DQG HPSOR\HHV

7KH JRDOV DVVRFLDWHG ZLWK WKH 6XVWDLQDEOH '"HYHORSPHQW *RDOV 6'*
&RQVLGHUDWLRQ RI EHVW SUDFWLFHV IURP JOREDO LQGXVWU\ OHDGHUYV
ODWHULDOLW\ DQDO\VLV FDUULHG RXW LQ

7KH $'1 6XVWDLQDELOLW)\ 30DQ LV PDGH XS RI  SLOODUYV

7KH 1$i IRU UHVSRQVVE ORFXFWVRRQ WKH %DQN V HWKLFDO PDQDJHPHQW DQG

LWV FRPPLWPHQW WR UHVSRQVLEOH DQG WUDQVSDUHQW EXVLQHVV SUDFWLFHV ,WV VWUDWHJILF
OLQHV DUH FRUSRUDWH JRYHUQDQFH HWKLFV DQG WUDQVSDUHQF\ KXPDQ ULJKWV DQG VXSSO\
FKDLQ

7KH ' IRU GLIIHUHEWLBDWQRQSRVLWLRQV LWVHOI DV DQ RUJDQLVDWLRQ ZLWK

GLVWLQFWLYH FRUH YDOXHV WKDQNV WR LWV SURYLVLRQ RI LQQRYDWLYH VROXWLRQV ZLWK WKH EHVW
DYDLODEOH WHFKQRORJLHVY VXFK DV DUWLILFLDO LQWHOOLJHQFH UHFRJQLVHG TXDOLW\ VHUYLFH DQG
DGYDQFHG SHRSOH PDQDJHPHQW 7KH VWUDWHJLF OLQHVY OLQNHG WR GLIITHUHQWLDWLRQ DUH
&XVWRPHU UHODWLRQV SHRSOH PDQDJHPHQW VXVWDLQDEOH LQQRYDWLRQ DQG UHODWLRQV ZLWK

WKH ORFDO FRPPXQLW\

7KH 1 RI VXVWDLQDEOHFRYWHUMDPYSHFWY UHODWHG WR %DQNLQWHU *URXS V

EXVLQHVV IURP D VXVWDLQDEOH SHUVSHFWLYH LQFRUSRUDWLQJ QHZ EXVLQHVYVY RSSRUWXQLWLHV
WKDW DULVH IRU WKH %DQN DQG DOVR DGGUHVVHV (6* ULVNV 7KH VWUDWHJILF OLQHV OLQNHG WR
WKLY SLOODU DUH VXVWDLQDEOH ILQDQFH FOLPDWH FKDQJH QDWXUDO FDSLWDO DQG
F\EHUVHFXULW\

7KH DFKLHYHPHQW RI EXVLQHVV REMHFWLYHV PXVW EH FRPSDWLEOH QRW RQO\ ZLWK UHJXODWRU\
FRPSOLDQFH EXW DOVR ZLWK WKH GHYHORSPHQW RI EHVW SUDFWLFHYVY DQG QDWLRQDO DQG LQWHUQDWLRQDO
VWDQGDUGY UHTXLUHG IRU LWV DFWLYLW\ 7KH 6WUDWHJLF 30DQ DOVR VHUYHV WR FRPSO\ ZLWK UHJXODWRU\
UHTXLUHPHQWY LQ WHUPV RI VXVWDLQDELOLW\ DQG IROORZLQJ UHFRPPHQGDWLRQV IURP LQWHUQDWLRQDO
DGYLVRUV VXFK DV VXVWDLQDELOLW\ UDWLQJ DJHQFLHY DQG FRUSRUDWH UHVSRQVLELOLW\ REVHUYDWRULHYV

7KH sObQ V REMHFWLYHYVY UHODWHG WR QHZ (6* UHODWHG EXVLQHVV RSSRUWXQLWLHY DUH QRWHZRUWK\ DV
WKH\ DUH FORVHO\ OLQNHG WR WKH EDQN V LQFOXVLYH VWUDWHI\ ZLWK LWV FOLHQWYVY WR KHOS WKHP LQ WKH
WUDQVLWLRQ WR D PRUH VXVWDLQDEOH DQG ORZ FDUERQ HFRQRP\
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'1$ 6 XVWDLQDELOLW\ 30DQ

$FWLRQ
7KH VWUDWHILF SLOODU % ZKLFK FRUUHMGR QGWVWUWR HILF SLOODU ! ZKLFK FRUKHYV SRAVQUIDWHNWIRF SLOODU 1 ZKLFI
5HVSRQVLEOH $FWLRQ 'LITHUHQWLDWLRQ 6XVWDLQDEOH EXVLQHVYV
6WUDWHJILF OLQHYV 6WUDWHJILF OLQHYV 6WUDWHJILF OLQHV
é &RUSRUDWH JRYHUQDQFH &XVWRPHU UHODWLRQV &OLPDWH FKDQJH ULVNYV
é (WKLFV DQG WUDQVSDUHQF\ 3HRSOH PDQDJHPHQW 1DWXUDO FDSLWDO ULVNYV
é +XPDQ 5LIKWV 6XVWDLQDEOH LQQRYDWLRQ &G\EHUVHFXULW\ ULVNV

O 6XSSO\ FKDLQ

5HODWLRQVKLS ZLWK WKH ORFDO FRPPXQBEWYWDLQDEOH )LQDQFH 2SSRUW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



'1$ 6 XVWDLQDELOLW\ 30DQ
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5LJKWV LQ DFFRUGDQFH ZLWK WKH IXWXUH UHTXLUHPHQWYV

oLJ %y{] 'LUHFWLYH S DGGLWLR WKH LPSOHPHQWL

'Q  %DONLQWHU *URXS VWUHQIWKHQHG LWV VXVWDLODEP b§DIX@ R RYRYG G kR kWit Yol T HRWSH WY DOVR
UHVRXUFHV SODFLQJ LW XQGHU WKH GLUHFW KLHUDUFKLFDO GHSHQGHQFH RI H &KDLU RI %DQNLQWHU

*URXS DQG XQGHU WKH VXSHUYLVLRQ RI WKH VXVWDLQDE L QQ WY KDQ &' UBHBEURL QW BRIV NV MR-PLP 16 WOHHG OXQNLQWHU *ORED!
WKLY FRPPLWWHH RI WKH %RDUG Rl 'LUHFWRUV DGRSWV WiKHJ WO ERMDWIOR/QRR IUWXIHH 8 DOWN K H HOWMWIWR @IGF :HOOEHLQJ |
6XVWDLQDELOLW\ 30DQ PRQLWRULQJ WKH VWUDWHJI\ DQG WQOAMHYQDMWIRAKEB YMDRGPUGFHRI WKH, QUMKSHVFDVH RI 3R
(6* LQGLFDWRUV PRQLWRULQJ WKH GLDORJXH ZLWK VWDWH@RDH:GHUYVY HYDOXDWLQJ (6* ULVNV DQG

HQVXULQJ WKH SXEOLF GLVVHPLQDWLRQ RI QRQ ILQDQFLDO ﬂ&_‘GO/Gd_aﬁ%Vd_\Wbe/IFBl& %\O(ILL%Q(HG WR SURPRWH ILQDQFLDO

'LWK WKLV QHZ RUJDQLVDWLRQ WKH %DQNLQWHU *URXS VHHWXNFKWR/ WHKI$ FEA. & LWR Qv IeP DWRRUB ORRHOFREQHWKH SURMHF
LQ WHUPV RI VXVWDLQDELOLW\ 6SHFLILFDOO\ WKH QHZ VXALWIKLY B HLEA MR LMK Fo\R QRIG Qv $IY VIRHF & DYWL RPRQH H3(®Q JRU LWV DF
WKH IROORZLQJ REMHFWLYHV JDPH IRU VWXGHQWY DQG ZRUNVKRSY RQ ILQDQFLDO HGXFD

ZLWK LOWHOOHFWXDO GLVDELOLWLHYV
URPRWH WKH LGHQWLILFDWLRQ HYDOXDWLRQ DQG FDSWXU Rl YDOXH FUHDWLRQ RSSRUWXQLWLHV

DULVLQJ IURP WKH VXVWDLQDEOH WUDQVLWLRQ ,Q %DQNLQWHU *URXS ZLOO PDNH SURJUHVY LQ LQFRUSH
. . WDNHKROGHU UHODWLRrOQVKLS FKDFggHOV SK\VLFDO DQG G
/IHDG %DQNLQWHU *URXS WR WKH KLJKHVW OHYHO LQ vy,JgU YESWOLRPELPEW \ WY 1D UG HERN@ W \WKH UHTXLUH

WKH (XURSHDQ 8QLRQ FRPH LQWR IRUFH LQ -XO\

(QUXUH FRPSOHWH DQG UDSLG DGDSWDWLRQ WR FXUPRQM BGowi & HHoHidkUP YR BPREXS KDV GHVLIQHG D

VXSHUYLVRU\ UHTXLUHPHQWY IUDPHZRUN DQG VHW XS WKH 6XVWDLQDEOH ODUNLQJ 8QLW

7UDQVPLWWLQJ %DQNLQWHU *URXSIV FRQWULEXWLRQX"(/\)—I@J(é/*X\fW@FQDé\/OW\ EWWWhH W RuRXy PLWLIDWH WKH ULV
LQWHUQDO DQG H[WHUQDO VWDNHKROGHUV DOVR EHHQ LQFRUSRUDWHG LQWR WKH EXVLQHVV VWUDWLE
LQLWLDWLYHV IRUPDOLVLQJ HUFLDO DOOLDQFHV DQG C

FRPP
JROORZLQJ WKH SXEOLFDWLRQ RI WKH &65 WKH GHYHQRSPHHRAW TRdcWhH Y&BR (MW BEHBQ
6XVWDLQDELOLW\ 5HSRUWLQJ 6WDQGDUGV DQG WKH DVVRFLDWHG ()5%* (XURSHDQ )LQDQFLDO

5HSRUWLQJ $GYLVRU\ *URXS JXLGHOLQHV %DQNLQWHU *URRS KRH x&labiy k8 ARV PloPPH GIHYGICRS B B W\W LWKH %DQNLQ!
7KH SURFHVV KDV UHVXOWHG LQ WKH LGHQWLILFDWLRQ RI PRORHQIDOOLPENMHVI QG LNRVLYBE RESW D @ W VW IVHWR DOLJIQ
,52V LQ WKH DUHDV RI FOLPDWH FKDQJH 1(,6 ( HPSOR\HHW W Y B0 % DG vidp MK O ®Y HH LW LV ZRUWK KLIJKOLJKWL

XVHUV 1(,6 6 DQG JRYHUQDQFH 1(,6 * URDGPDS IRU WKH FRUSRUDWH SRUWIROLR DFKLHYLQJ D
PLOOLRQ HXURY  ZLWK UHVSHEW WR PRUH GHWDLOV DUH
%DVHG RQ WKH GHYHORSPHQW RI WKH GRXEOH PDWHULDOLW\ DQDO\VLV XQGH KHVH QHZ VWDQGDUGYV

¥ H R||_l\/)q:LbV@§KH_|.prOLJQ LWV EXVLQH!
Wd\/surl#rtﬁﬁy‘\?ﬁvaHka@JZ‘b\Rl SURG
LEW B Q JWHEHREF B RILRRE RYHU WKH

Uu w
%DQNLQWHU KDV FDUULHG RXW ZRUN LOQ WR DOLJQ WKH '1$ 30HKH z T WX v ki P
SULRULWLVLQJ LQLWLDWLYHV KRPRJHQLVLQJ PHWULFV D Q& N RUKERSLWIN LRERO 6D
WKH SURJUHVV PDGH LQ WKH $'1 30DQ ZLOO UHVSRQG WR Vi DPbRRIQU VRV L K Q XIHQ/G
QHZ PHWKRGRORJ\

%YHORZ DUH VRPH RI WKH PDLQ PLOHVWRQHV DFKLHYHG LQ LQ WHUPV RI VXVWDLQDELOLW\ DQG
LQFOXGHG LQ WKH VWUDWHJLF OLQHV RI WKH $'1 30DQ DV M—IZO;CNDQ’V\PI—DLMRWREWBEQ/IDEH@LI\RUPDQDJHPHQW KDV EHHQ UH

:LWKLQ WKH BHRSRQRLEOHD$FWHNRQULEHG DERYH %DQNL \%6 v R/LQDELOLW\ RVUOG QGH[QlRU wgg VVHRYFHLQD\é
UHRUJDQLVHG DQG XSGDWHG VXVWDLQDELOLW\ JRYHUQDQF L l\/\%% *RRG 6 XV
GRXEOH PDWHULDOLW\ DQDO\VLY LQ DFFRUGDQFH ZLWK FX \X/?b)XUWKHUI
UHTXLUHPHQWY ,Q DGGLWLRQ %DQNLQWHU *URXS KDV PRG Lﬁ.\@? g g@g §€ L K/L%G DQG ¢
WKH *URXS VXFK DV 6DIHW\ +HDOWK DQG :HOOEHLQJ DV Z l@ ||: \Y '
WKH 5LVN )UDPHZRUN $JUHHPHQW

JRU %DOQONLQWHU *URXS KDV VHW LWVHOI WKH JRDO RI FRQWLQXLQJ WR VWUHQIJWKHQ WKH DSSURYDO RI

VXSSOLHUV ZLWK (6* FULWHULD DQG VWUHQJIJWKHQLQJ WKH GXH GLOLJHQFH SURFHVV LQ WHUPV RI +XPDQ
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(QYLURQPHQWDO ULVN 7KH SROLF\ LV SXEOLF RQ WKH XVXDO FRPPXQLFDWLRQ FKDC
&RUSRUDWH :HEVLWH DQG RQ WKH %DQN V ,OQOWUDQHW

7KH ODVW XSGDWH RI WKH GRFXPHQW ZDV FDUULHG RXW LQ

%DQNLQWHU UHPDLQV ILUPO\ FRPPLWWHG WR DGGUHVVLQJ MY $EYVLYR b'H‘th/v?Qdi%‘b @ﬁﬁ’l‘-{@b\PE\“\/@D’NW%ﬁ' QHJDWLYH H

RQ WKH FKDOOHQJH DQG UHVSRQVLELOLW\ RI RSHUDWLQJ®Q eV whk \U R Po ¥R | QHfQBH{XODWLRQV V>

PDQQHU WDNLQJ WKH QHFHVVDU\ PHDVXUHV WR PLWLIJDWHYWRLEPEQHW LRYE At & ‘Fofl Q/\mﬁb%/% LWV FRYHUL
V. d%HP'ﬁYFﬁQVK'MFﬂq/'(éQB b bRPH\P R

5 W\ DQG U
PRVW UHOHYDQW FOLPDWH DQG HQYLURQPHQWDO ULVNV WMWR%QEMLE QR F o KB YUNY DBKRWEKBYH BYHQ GHYHORSH
SHUIRUPHG ERWK %DQNLQWHU V RZQ GLUHFW ULVN WKH % 'NlHé’UlH@W\?HQ/Ff%%LQ LAV @ PR ILRA 2R HQYLURQPHQWL
DQG WKH LQGLUHFW ULVNV GHULYLQJ IURP LWV ILQDQFLDORBPWLYPWLY % BHEHHHRY BRR8F FRiPRWHVIHKRRVYR vPPRQJI RWKE

DFFRUGDQFH ZLWK WKH SULQFLSOHV RI SUHYHQWLRQ DQG LfXIRGXvQIDP GO EOUD KKRBBEVYVSLoOODU RI WKH '1$ 6XVWDL(

7KH 6XVWDLQDELOLW\ 3ROLF\ LV WKH PDLQ UHIHUHQFH IRU PO BEE%W\W/@HZ%VI‘:S%\EQ'—IEBWL"UMQMN&WLDQ)FQ/WWBOLQ D JHQHU
DQG JRYHUQDQFH (6* DVSHFWV DQG FRYHUV WKH PDQDJHPH RITDBOW s R} | WKIBWPAR bvIEDOWHBREHQWDO TRRWSUL
7KLV SROLF\ WDNHV D FRPSUHKHQVLYH DSSURDFK WR HQVXH }WH@IW%@LPL%WL%%%%@Q@QB%HE%%WRRWSULQW FD
RI WKH PRVW UHOHYDQW ,52V DOLJQLQJ ZLWK WKH UHTXL %W"{/HﬁWvP ézé?sG'-dJ%‘cf KQWHUR QRIEQEAPO LPSDFWYV JHQ
RXWOLQHG LQ WKLV GLUHFWLYH (DFK RI WKH SULQFLSOHNVHRY®W®ES BA&G & RV WRKLOESvwDLQDELOLWY 3ROLF\
DGGUHVVHV LQ D FURVV FXWWLQJ PDQQHU WKH GLIITHUHQW VXE WRSLFV GHILQHG LQ WKH UHJXODWRU\

IUDPHZRUN WKXV JXDUDQWHHLQJ WKDW WKH PDWHULDO ,52%V\0LI0WHIG \WRCOUHDY W XEX DN R XPDW W FKDOIH

SHRSOH PDQDJHPHQW FXVWRPHU UHODWLRQV DQG FRUSR R D F W,
%DQN V VWUDWHJILF JXLGHOLQHV ORUH LQIRUPDWLRQ RQ mﬁ&"wﬁ%%%E@@%[Eé)ﬁﬁ%&gggmg%F({%VGRKSDHY'?JIQD8QF"RRF95'
6XVWDLQDELOLW\ 6WUDWHJ\

UHTXLUHPHQWYV RI (656 ( WKH %DQN KDV YDULRXV PHDVX
%DQNLQWHU DOVR KDV D FRPSOHPHQWDU\ SROLF\ VSHFLIMBODWHRY¥F RRIEGYV WY DWMEH LFDOQIBYHPM QWX FiKI DV WKRVH GHILQH
HQYLURQPHQWDO DQG FOLPDWH LVVXHV WKH (QYLURQPHQWOR B3 G RO WEHRVH WiKG JH GROM FAL WKL WISRRARFLVVLRQV UHG
DLPV WR HVWDEOLVK WKH IUDPHZRUN IRU WKH *URXS V DFWRRG XFWVNDEXWHQYNVRI WKH HQYLURQPHQW DQG
FOLPDWH FKDQJH LQ DOO LWV DFWLYLWLHV DQG FRQVWLWX Vi, W H|HU PHZR R H E QL WHR
LPSURYHPHQW REMHFWLYHV 7KLV SROLF\ DGGUHVVHV WKVI9| W‘YDD % BV gﬁ%ib W 'y, J\M% Qb o SRDPWSLDRF?A
LGHQWLILHG LQ WKH (656 ( WRSLFV LQFOXGLQJ FOLPDWH F| J QR’,L L[;S\x;lﬁ%ﬁ{ \91338 559} L (ﬁv %%5; WKH 3ULOQF
DV HQHUJ\ PDQDJHPHQW ODWWHU LV D IUDPHZRUN IRU VXVWDLQDEOH EDQNLQJ EXVL
ORQLWRULQJ DQG FRQWURO RI WKH (QYLURQPHQWDO DQG &GIHQWHR &RDQJIHWRID %D TR MRH\IRD BKHWRHW =HUR %DQNLQJ

EHFRPH QHW JHUR LO HPLVVLRQV E\ ZLWK LQWHUPHGLD
7KH VXVWDLQDELOLW\ FRPPLWWHH ZKLFK LV UHVSRQWERYHVIRY SURPRWLRIN YIEMIRJ0 XS D GHFDUEROQ!
YAR
U

WKH LPSOHPHQWDWLRQ RI WKLV 3ROLF\ PXVW UHSRUW REy LW IR BRE PR Eﬁg&lgfwlw&%aﬁ U POREXFWLRQ RE

DSSRLQWPHQWYV FRPPLWWHH RI WKH %RDUG Rl 'LUHFWRUVEy UBDEKHG E\ VHH VHFWLRQ RQ '"HFDUERQLVDWLRQ 6WL

7KH 6XVWDLQDELOLW\ GHSDUWPHQW ZKLFK LV UHVSRQVLEQky LR KpRRE UG WORWk @k Wk Hy BFAY WRQY VHEWRUYV WKDW
GHILQHG LQ WKH (QYLURQPHQW DQG &OLPDWH &KDQJH 6V URWHPI\ FSLEHIWHANYWR G 3URA EXHFISxw 1o SODFH IRU w
YHULI\LQJ WKH OHYHO Rl FRPSOLDQFH ZLWK WKH HVWDEQNMK G \IROOYY DRSS L\,@@@WMLJRQU%%\@ IRUS ORIXH KDV EL
LPSURYHPHQW DFFRUGLQJ WR LQWHUQDWLRQDOO\ UHFRIQkMHG MLRAC R FGCH LR ODN ERQAN, PROGTEHAMYS Lo SURSR

DQG WKH SURSRVDO IRU DGRSWLQJ LQVWUXPHQWV WR LPSHIBBYW WKW RPRE ' OHIDO HQWLWLHV VHFWLRQ )XUWKH

,Q SUHSDULQJ WKLV SROLF\ %DQNLQWHU KDV WDNHQ LQW K LMEMWKFWFRRBLYWERRQWY RRPGCRIEMXXWKEHHB QN XFK DV LWV

6SDQLVK OHJLVODWLRQ DQG RWKHU LQWHUQDWLRQDO VWD3OPUBQRFHKHQYHUWMLPMOIYEH WWY SIRYWIB®PLR GHFDUERQLVDWL

,QWHUQDWLRQDO 6WDQGDUG IRU (QYLURQPHQWDO ODQDJHFNOSRYW WKBWRRHIYV WRHIVEH(WUDRVLWLRQ RI WKHLU EXVLQ
,QWHUQDWLRQDO 6WDQGDUG IRU *UHHQKRXVH *DVHV DQG RWKHU UHFRJQLVHG HQYLURQPHQWDO

UHSRUWLQJ VWDQGDUGY IRU WKH SUHSDUDWLRQ RI QRQ ILQDQFLDO UHSRUWYV

HQYLURQPHQWDO LPSDFW LQ OLQH ZLWK WKH SUHFDXWLRQDuP¥§H
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,Q DGGLWLRQ WKH %DQN KDV GHILQHG VHFWRU VSHFLILF ILQD@GFLQU QJXDEHOLQHV ZLWK VRFLDO DQG
HQYLURQPHQWDO FULWHULD IRU FHUWDLQ VHFWRUV WKDW DUH FROVIGHUHG PRUH UHOHYDOW GXH WR WKHLU
SRWHQWLDO VRFLDO RU HQYLURQPHQWDO LPSDFW LQFOXGYHIVWKRYGHHWIH pyoll Ekid- W xUbdt Y %'ﬂtvﬁ_‘vﬁq}é’@WH FKIL
GHIHQFH VHFWRUV 7KHVH VHFWRU JXLGHOLQHV VSHFLILFBESERYWKRYIWIRYY wikKHHEFHUN VDlgY RPWHEFM Y WKH TROORZL

VHFWRUV KDYH EHHQ XSGDWHG LQ %DQNLQWHU LV EHFRHRERB SA) RIUHY N bARP 2 RBY hy B DESSIIRIYHY WKH *URXS V 6
LQ PHHWLQJ GHFDUERQLVDWLRQ REMHFWLYHV OLPLWLQJy KK RIDQ® QHRIH A G DF &/d Yib X K ¥ U MKPAV WwiRWHT (6% % X VLQH
LQFRPSDWLEOH ZLWK UHGXFLQJ HPLVVLRQV RU ILQDQFLQJIEMM XYW RDBIHGHYVRLKFY RYXIFRRWYEBAOLQROWEBH (6* FULWHUL
WUDQVIRUP VHH 'HFDUERQLVDWLRQ 6WUDWHJ\ VHFWLRQ GHFDUERQLVDWLRQ SDWKV DQG RWKHU VXVWDLQDELOLW)\ R

$V FUHGLW IDFLOLWDWRUV WKHUH LV D UHVSRQVLELOLW\ WRPLOLHI HFHDWER W kRUR PRYW W L A By B &F M WMWYOY B\ EHHy EF

HFRQRP\ +RZHYHU WKLV WUDQVIRUPDWLRQ SURFHVV DOVR Ugl T XA/ RWKHHEWOI MM B b 5QF 8 QNAQKY BRI P FIR/P B H WS\R-IH

FHUWDLQWLHV UHJDUGLQJ WKH WHFKQRORJ\ WR EH WDUJHWIBGWWPW KRR VXRW IRHPERS LRQ WEHOM®DEJFLDO

VHFWRU 7KHUHIRUH WKH *URXS V GHFDUERQLVDWLRQ ZLOO ODUJHO\ GHSHQG RQ FRPSOLDQFH ZLWK WKH

QDWLRQDO REMHFWLYHV VHW DV UHFRJQLVHG LQ WKH VWUDWHJ\ LWVPHYLHZ WKH 6XVWDLQDELOLW\ 3ROLF\ HQVXULQJ
YDOXH HDWLRQ

$ %DQNLQWHU *HVWLUQ GH $FWLYRV ([FOXVLRQV 3ROLF\ KDV EHHQ GHILQHG G DSSURYHG DLPLQJ WR

D

DQ Y
VHW OLPLWV DQG RU SUHYHQW LQYHVWPHQW LQ FRPSDQLHV ZKRVHORRWWYRUWR IR pNKAR MODAMPE QA B LW VWUDWHJ!
FROQWURYHUVLDO DFWLYLWLHYV WKLY DUHD DQG HYDOXDWLRQ RI WKHLU GHJUHH RI F

(o} (YDOXDWH HYHU\WKLQJ UHODWHG WR WKH VRFL
UHSXWDWLRQDO ULVNV RI WKH FRPSDQ\ LQGHSHQGF

R WK FRP P H . RU WR
sés)v D ILODQFLDO LOVWLWXWLRQ %DONLQWHU UHFRJQLVHV LWV UR HL'\:’YE 5&?#?% (%R*H; @%EWF h&\%ﬂ?’\y\/g‘_‘;SURY
QG IRFXVHV RQ VXSSRUWLQJ DQG IDFLOLWDWLQJ ILQDQFLQJ IRU v F 7 %% :R/o Hv§$ R By
6FRSH RI LWV FDUERQ IRRWSULQOW ZKLFK DFFRXQWYVY IRU PRUH WK b #{%I@ H/&J %_I Vv Rr &V Q

+RZHYHU 6FRSH DQG HPLVVLRQV DUH PROQLWRUHG XQGHU HOQYLUWRRY B BEOH P How

VIVWHPV DQG DQQXDO FDUERQ IRRWSULQW GHFODUDWLRQV DQ@G YHHEHIXNGEDWER® QW WHHY WKH FODULW\ DQG LQWHJIULV

5HJDUGLQJ VFRSH WKDW LV WKH HPLVVLRQV WKDW WKH %DoN FUEBYHRE ¥ EHOMW W ER VAN G Y WRURNK DX EOLF SHULR

EHHQ GRQH RQ WKH GHVLJQ RI SURGXFWV ZLWK (6* FULWHULDgW KDM KW IQ D 86XV RFPSHIILD B RHHY K RN i VARNHMALIW KRWQ | X Q FW LR
SODQV )XUWKHUPRUH LQ ODUFK %DQNLQWHU UHRUJDQLWHHE& W iKHWIXYV WDLQDEXSE WU vE HBR UWPRHEWDUG LQ WKLV DI
ZLWK WKH UHVSRQVLELOLW\ RI GHILQLQJ WKH *URXS V 6XVWDYLQZEQQLWKHE\WUR ¥HIU\FRPEROAPWIERI ZLWK WKH ULVN DS
LPSOHPHQWDWLRQ DQG PRQLWRULQJ LWV SURJUHVV $PRQJ LMWDAWWHHIYDRQVLENYLWOHYRIVH WEKHHU SURPRMWIHRQLRIN DQG FRP
VXVWDLQDEOH EXVLQHVV LQFRUSRUDWLQJ ILQDQFLQJ IRU DFYWRSRWIGI MV KRMH ULDENUH RYHEWPIHQWHWFMRUY DGYLV
PLWLJDWLRQ DQG FOLPDWH FKDQJH PLWLJDWLRQ ZKHWKHU )QDWXFRO RUGQHDIR S HUVRFXVPROGXURVDRKH LPSDFW RQ
JHRJUDSK\ ZLWK WKH DLP RI DFFRPSDQ\LQJ FXVWRPHUV LQ WKbDW NVNVOYDNIHIGWW G REN GAHIEHD WERG@N WP R/ LRV FXVWRPHUYV
DQG WUDQVLWLRQ WR ORZHU FDUERQ PRGHOV 7KH DFWLRQVUWPHNARUNQKWHHY QWHWMHWG 5BYH YKYMFKHIWAFRAM WKH ULVN
GHWDLOHG LQ WKH %XVLQHVV ZLWK (6* FULWHULD VHFWLRQ D UHFXUULQJ UHSRUW RQ WKH PDQDJHPHQW DQG FRQWUR
PRQWKO\ UHSRUW WKDW LQFOXGHYV DOO PDWHULDO ULVNV
DQG WKH HQYLURQPHQW LQ DGGLWLRQ WR PRQLWRULQ
VWDWHPHQW

LH
FU

8 7KH UHPXQHUDWLR@ PRP@ NWAWHHU *URXS WKH YDULDEC
FDWHJRULHV RI VWDII ZKRVH DFWLYLWLHY KDYH D PDWHUL
LGHQWLILHG VWDII ZKLFK LQFOXGHV ERDUG PHPEHUV
LQGLFDWRUV DV GHWHUPLQHG E\ WKH %RDUG RI 'LUHFWR
OLQH ZLWK PHWULFV WKDW VXLWDEO\ UHIOHFW WKH PRVW
VRFLDO DQG JRYHUQDQFH ULVNV 7KH UHPXQHUDWLRQ FI
'LUHFWRUV WKH LQFRUSRUDWLRQ RI WKLV QHZ 5%) LQGI
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HPLVVLRQV ILQDQFHG IRU WKH FRUSRUDWH SRUWIROLR WR DIGMXVW ONKHI YBUUDEOH UHPXQHUDWLRQ

DFFUXHG LQ IRU WKH LGHQWLILHG JURXS LQFOXGLQJ WKDW DFFUXHG E\ H[HEXWLYH GLUHFWRUYV

$V ZLWK WKH RWKHU 5%$) LOQOGLFDWRUV WKDW FDQ DGMXVW RRNLQWH VD EY ¥ Yy 96%%%%‘&& BRI ERBARFLREW VWUDWH
VWDII QRQ FRPSOLDQFH ZLWK WKH ULVN WROHUDQFH DQBFWLFLWY '%'B‘otSDJ '%( \Il_{f RM?\@V\#Q—I QRILWRRIPHQWDO

DFFUXHG YDULDEOH UHPXQHUDWLRQ DQG PD\ HYHQ UHGXBQ"L‘(N WIRLVYH YW UDW UDQVYHUVDO DQG LQYROYHV D
XVLOQHVVFHV %DQNLQWHU LGHQWLILHV WKH DVSHFWV RI LW

%DQNLQWHU V. %RDUG RI "LUHFWRUV DJUHHG WR DSSURYWKHRMQWLWN@@WKURRJKW)VPBQBUNPHIQ\AN VIVWHP IRU Wk
FRPPLWWHHV RQ JHEUXDU\ IRU PRUH LQIRUPDWLRQ VRRQAMMKRD AHHUH $QQXDO 5HSRUW RQ

'LUHFWRU V 5 HPXQHUDWLRQ ZKLFK LV DYDLODEOH RQ %DQNLQWHU V FRUSRUDWH ZHEV
PHQWLRQHG DERYH %DQNLQWHU FRQGXFWHG D GRXEO

6LQFH MRLQW FRPPLWWHHV EHWZHHQ WKH DERYH PHQWR@QRQL@ED\N@HFBBELWMWHEHWWKVBHVF&HW D YLt
KHOG ZKHUH FRQVLGHUHG QHFHVVDU\ LGHQWLI\LQJ WKH PDWHULDO ,52V RQ ZKLFK WR IRFXV LWV V
7KH IROORZLQJ ERGLHV VKRXOG DOVR EH KLJKOLJKWHG %DQNLQWHU XVHG LQWHUQDO H[HUFLVHV DQG UHSRUWV LQ\

, XEOH PDWHULDOLW\
6 S5LVN FRPPLWWHHV $QDO\WHV DQG DSSURYHV ULVN W L%(‘ég\gb’ tr%\%fz SuR \f»ﬁ;% i%g}” W%ag%

QHWZRUN WKDW VKRXOG FRQVLGHU FOLPDWH FKDQJH DV %’ {H @?8% V"g' =t DWHULDO ,52V REWI
, \ KH QDO\WLV RI ULVNV UHODWH:
6 BHSRUWLQJ GLUHFWO\ WR WKH QRQ H[HFXWLYH FKDLU{%@VEFS(/};EEXW&R@% UliL{/Hl':gFVﬁ}JS/

VVPHQW H[HUFLVH FDUULHC
8 7KH VXVWDLQDELOLW\ FRPPLWWHH HQVXUHV FR PRBIOWKXG®F HX RS K DIDK B HEXW WDQ PPEQRLWKLFK DQDO\WHV KRZ W
3ROLF\ DQG WKH GHYHORSPHQW RI VXFFHVVLYH 6XWVWWDNGIELOLWXLBIMNV RSEPNIOWIORQWRHDWYG UHSXWDWLRQDO
GLVVHPLQDWLRQ DQG VHHNLQJ WKH LQYROYHPHQWWRID @WLON 200 N QGWSKUV VDN HKROAGHURXY WLPH KRUL]JRQV
HYVSHFLDOO\ VWUDWHILF RQHV VWDII VKDUHKROGHWKHFRIWWR FHEBEWLRW F

8 7KH 6 XVWDLQDELOLW\ GHSDUWPHQW ZKLFK LV WDVNHG ZLWK HQVXULQJ WKH *URXSiV
RQJRLQJ OHDGHUVKLS LQ VXVWDLQDELOLW\ ZKLOH UHVSRQGLQJI WR JURZLQJ UHJXODWRU\

VXSHUYLVRU\ DQG FRPSHWLWLYH SUHVVXUHV W 4@QbY¥ERY WIKR ¥ WHIMPDROQRLWAERIHFGRBDWH FKDQJH ULVNV ¢
VXVWDLQDELOLW\ LQ DUHDV WKDW DUH HVSHFLDOO\WK®YRQY HE VDR D oW PRUHOOR D RHEREH RWYH RQ WKH GLI
RQ WKH 6XVWDLQDELOLW\ GHSDUWPHQW DW WZR OHYFV@PNQWLDO ORVVHV WKDW LW FDQ KDYH RQ LWV EXVLQHV)

6 S$UHDV ZLWK H[FOXVLYH DQG LQGHSHQGHQVINVER P EPIRHL DR B HE RQ WKH DVVHVVPHQW RI WK
ULVNV &65 DQG (6* GHSDUWPHQW LQ 3RUWXJDQOLPDWH ULVNV DUH FRQVLGHUHG ULVN IDFWRUV 7KLV P

6 ODQDJHUV LQ EXVLQHVV DUHDV LQFoeréHP\’/b!@\YHé’LDEt}ﬁ_VMvWKHb@R PDWHULDOLVH WKURXJK WKH U
WHUULWRULDO RUJDOLVDWLRQV VWLWXWLRQV 6SHFLICFDOO\ LQ FUHGLW PDUNHW RSHUTC

6 2WKHU LQWHUQDO ERGLHV RU ZRUNLQJ JURXSV RQ vxv7vkiH|\_ VR LWWPDFW WKH EXVLQHVV PRGHO RYHU WKH PHGL?>
WHOW WR ZKLFK WKH %DQN V EXVLQHVV LOQYROYHV VHFWR

i *UHHQ ERQG FRPPLWWHH DQDO\VHV WKH SRWHQ&WLDO SRUWIROLR IRU JUHHQ LVVXH
FROODWHUDO DQG PROLWRUV OLYH HPLVVLRQV OLPDWH ULVNV DUH WKHUHIRUH FRQVLGHUHG DV D FURVYV

WKH ULVN FDWHJRULHYVY GHVFULEHG EHORZ
a 6XVWDLQDEOH /DEHOOLQJ 8QLW 1HZO\ FUHDWHG_LOWHUQDO XQLW WR PLWLJDWH WKH

RI JUHHQZDVKLQJ LQ ILQDQFLQJ FODVVLILHG DV JUAKNG DOE HYBRRY WRMW/\%BW@@Q\UOQ_QH—PSDFWV RI' WKHVH UL

7TRS GRBPQ@SURDFK

2QH RI WKH PRVW LPSRUWDQW UHIHUHQFHY LQ UHODWLRQ
FOLPDWH DQG HQYLURQPHQWDO ULVNV FDQ FDXVH LV WKH \
IRU *UHHQLQJ WKH )LQDQFLDO 6\VWHP KHUHLQDIWHU 1*)6
VXSHUYLVRUV LV PDNLQJ D PDMRU HIIRUW WR HVWDEOLVK
DVVRFLDWHG LPSDFWV ZKLFK SURYLGHV XV ZLWK D YHU\ VI
DQDO\WHY DQG FRQVHTXHQWO\ WR GHWHUPLQH WKH PDWH.L
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UHJDUG WR FUHGLW ULVN ,Q 1RYHPEHU WKLV RUJDQLVDWLRXBXHEQWWK HIGD /KHQVLR F MO B GU BIKKXYOAV ORRIWKH 8NUDLQFE
LWV VFHQDULRYVY WKH PRVW UHOHYDQW QRYHOW\ EHLQJ WKH LGRRFSRUDWHREOIRUBD EHZDEWRQRIJHOBKWHWLRLRG LQ D GLVRI
WKDW JLYHVY HQRUPRXV SURPLQHQFH WR SK\VLFDO ULVNYV WUDQVLWLRQ ULVNV DQG SK\VLFDO ULVNV LV JUHDWHU

7KH IROORZLQJ JUDSK VKRZV WKH LPSDFWV RQ *'3 IRU 6SDLQ +RWWHR)PWH RRIBRIBRXEIDOQWULLYR DURZMVHKY WKDW FXUUHQW SR
GLITHUHQWLDO Rl SK\WLFDO DQG WUDQVLWLRQ ULVNV LQ IRXU V¥BXYBVLRFLWWKIDRWQ ¥ HVR DAINRHQ VY. (DX H HWHRU HQFFH DRG WKHU
WKH \HDUV DQG ZLWK UHVSHFW WR D WKHRUHWLFD®SKWHHQ@DUURVNY ZHRAKYHOLMOMPVLWLRQ ULVNVY DUH QR

HITHFWV DUH LIQRUHG JUDJPHQWHGD: BHO®\HG DQG GLYHUJHQW SROLWLFDO UF
GLIIHUHQW FRXQWULHV ZKLFK XOWLPDWHO\ UHVXOW\
WUDQVLWLRQ ULVNV FRLQFLGH ZLWK D OLPLWHG FDSDF
VHHPV SODXVLEOH JLYHQ WKH FXUUHQW JHRSROLWLFDO
RI SODQV LQ WKH 86 XQGHU WKH 7UXPS DGPLQLVWUDWL
EDQNV DEDQGRQHG WKH 1HW =HUR %DQNLQJ $OOLDQFH

$vV FDQ EH VHHQ HYHQ LQ WKH EHVW RI VFHQDULRYV SK\VLF
HFRQRP\ DV D ZKROH ,Q DGGLWLRQ DFXWH SK\VLFDO ULVN
VKRUW SHULRGV RI WLPH LQ VSHFLILF JHRJUDSKLF DUHDV I

%DONLQWHU XVHV WKHVH VFHQDULRV WR DVVHVV SRWHQWL
DVVRFLDWHG ZLWK VWUHVYV VLWXDWLRQV DQG LQ WHUPV RI |

2Q WKLV EDVLV LQ ILQDQFLDO \HDU %DQNLQWHU FDUUL
DQG (QYLURQPHQWDO 5LVNV VWXG\LQJ WKH GLIITHUHQW LPS
Rl WKH GLIITHUHQW VFHQDULRV RQ WUDGLWLRQDO ULVNV \
PDUNHW DQG OLTXLGLW\ ULVNV 7KH PHWKRGRORJ\ XVHG LQ)

'"HILQH WKH ULVN GULYHUV RU WUDQVPLVVLRQ FKDQQHO

7KHVH 3KDVH 9 LPSDFWV FRUUHVSRQG WR WKH 1L*(0 1*)6 ¥ HIPREQbWIRH KRFIJRQV
@ DGGLQJ WKRVH DVVRFLDWHG ZLWK IORRGLQJ DQG F\FO%@I‘Q\GWWW F)RIE@LW[R\HL%IQDNQD'@\VLV Rl WKH SRWHQWLI

1L*(0 1*)6 Y PRGHO>&OLPDWH $QDO\WLFV@ ULVNV
7KH QDUUDWLYH GHVFULELQJ WKHVH IRXU VFHQDULRV FRQVLGHYKG ot XOPEPW bWHE H- 8 o by LROPIREDB RR R1 WKHV H
SRLQWYV 7KLV H[HUFLVH KDV EHHQ FDUULHG RXW IRU DOO WKH %DQN

2UGHUWGLY LV WKH GHVLUHG VFHQDULR DQG UHSUHVIHEWYW WKURYUE\D WHY, \W%@%WEWWHWQV LQ DFFRUG
WKURXJK HITHFWLYH SROLFLHV DQG LQQRYDWPRQVWRQWHY MO B KREoLR I FHHWF LR &/2XFK DV WKH ,&$$3 RU WKH U
E\ NHHSLQJ WKH WHPSHUDWXUH LQFUHDVH WR  r& %2 @MHOW EXWIKR B BWR y ERW KL WhH R DQDOVWLY UHODWF
QRW RQO\ DUH SK\VLFDO ULVNV PLWLJDWHG WR WKH PD¥HRXPDRRwWP RARARWIH BR/VRFLDWHG ZLWK WKH

HQHUJ\ WUDQVLWLRQ DUH NHSW DW PRGHUDWH OHYHOV7KkH LPSDFW DVVHVVPHQW LV FDUULHG RXW XVLQJ D VHYHUL

OHVV\Q WKLV VFHQDULR HIIHFWLYH DFWLRQV WR UHGXFH HPLVVLRQV DUH GHOD\HG XQWLO
DQG WKHUHIRUH LW LV QHFHVVDU\ WR LQWURGXFH XUJHQW PHDVXUHV WKDW FDXVH D WHPSRUDU\
HQHUJ\ VKRFN 7R D FHUWDLQ H[WHQW DOWKRXJK RQ D GLIIHUHQW VFDOH WKLV LV ZKDW LV

YJRU PRUH GHWDLOV VHH WKH GRFXPHQW 1*)6 &OLPDWH 6FHQDULRY 7HFKQLFDO 'RFXPHQWDWLRQ 9 1RYHPEHU

YJRU PRUH GHWDLOV VHH WKH GRFXPHQW 1*)6 &OLPDWH 6FHQDULRY 7HFKQLFDO 'RFXPHQWDWLRQ 9 1RYHPEHU

,Q WKLV VFHQDULR D ILQDQFLDO ULVN RI 121 WUDQVLWLRQ FRXOG EH FRQVLGHUHG 7KDW LV D ULVN GHULYHG IURP H[FHVVLYH H[S
EXVLQHVV SODQV

7KH JUDJPHQWHG :RUOG VFHQDULR FDQ EH YLHZHG DV D FRPELQDWLRQ RI WKH 'HOD\HG 7UDQVLWLRQ DQG &XUUHQW 3ROLFLHV VFHQDL
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RU LQVXUDQFH %RQGV LVVXHG E\ FRPSDQLHV LQ WKHYV
WKHVH ULVNV PDWHULDOLVH

1RQ WUDGL@KWRRDO ULVNV VXFK DV QDWXUDO GLVDVW
TXDOLW\ RI DRHWY GIOQSR WWRIRMDLRY LQFUHDVLQJ GHIDX(
YDOXH RI FROODWHUDO 2Q WKH RWKHU KDQG WUDQVL
7KH DVVHVVPHQW FDUULHG RXW RQ WKH SRVVLEOH LPSDFW RI FiOREROQRML B IRKNDRQ RIQV HW R K DRJIGW KIH QRZDER WERQ i RQRP\ P

ULVNV LV GHWDLOHG EHORZ WKH ILQDQFLDO LQVWLWXWLRQ KDV H[SRVXUH LQFUH
DGMXVWPHQWY LQ DVVHW YDOXDWLRQ
&UHGLW ULVN
7UDQVLWLRQ ULVNV FD PDUNHW ULVN E\ DIIHFWLC
&OLPDWH ULVNV SK\VLFDO DQG WUDQVLWLRQ FDQ KDYH Pf ,13 q_F R win\JL VWQMU ﬁldFl’W)k\hl-\I/F}N BW DOLJQHG ZI
LQFUHDVH WKH SUREDELOLW\ RI GHIDXOW RU QRQ FRPSOLQ,Q,WOED ER WY W\ W8 RU SUHIHULE
REOLIDWLROV WR %DQNLQWHU GXH WR D UHGXFWLRQ LQ LR £ o BT RSN BN M #%5%5@ HYWHRYbwLoLw
6SHFLILFDOO\ WKHVH WKUHH %DQNLQWHU SRUWIROLRV PD\ EH-RHHEWWHEG RU GLVRUGHUO\ WUDQVLWLRQ FRXOG JHQHU
ORUWJDJH SRUWIROLR WKH\ PD\ OHDG WR D UHGXFWLROQARR MK H QYW N KPEIQWRH BUVEWYQVKWWHYEDYNHW SRVLWLRC
DV FROODWHUDO DQDO\WH WKHVH HIITHFWV WKH YXOQHUDELOLW\ WR FOLPDW
H[SRVXUH LQ WKH WZR SRUWIROLRV LV DVVHVVHG WKH YXC
JLQDQFLQJ IRU LQGLYLGXDOV ZLWK SHUVRQDO JXDUDXWYH s®DYcDeiHRW FRMUREHHY DQG
WKHUHIRUH LQFUHDVH WKH ULVN RI GHIDXOW RQ WKHLU ILQDQFLDO REOLJDWLRQV
3K\WLFDO ULVN FDQ LPSDFW PDUNHW ULVN E\ DOWHULQJ W
JLQDQFLQJ WR FRPSDQLHV 6RPH HFRQRPLF VHFWRUVyRQENRENUM IR ROV YXOQHWBDEDH WR H[WUHPH ZHDWKHU

FOLPDWH ULVNV VXFK DV DJULFXOWXUH FRQVWUXFWLRR UN Qi) W K HL G HWOR QiHY L&RIP DRDIHYV LV RI WKH LPSDFW

WKHVH VHFWRUV PD\ VHH WKHLU SURGXFWLYLW\ DQG EXMAFHYYDRR S HAY WK HOW HEWRY WKNLR I WSSO RI WKH VHFWRU
FKDLQV LOQOWHUUXSWHG LI WKHVH ULVNV PDWHULDOLVH 7UDGLQJ %RRN %DQONLQJ %RRN DQG 1RQ WUDGLQJ %RRN |

7KH DQDO\VLV RI WKH LPSDFW RI FOLPDWH ULVNV RQ FUHCGIRF K VT WRY 1EH R BWAHR G - Wy @PpRW eI ALGPREY LWV HIS

DFFRXQW WKH SRUWIROLR GLVWULEXWLRQ GDWD GHWDLOHG ® RR6H @ AR YRR BEWLR @ 1910 ¢ XD Wi POWY Y UNVP SDEW RI FO

7UDQVLWLRQ ULVN FDQ LPSDFW FUHGLW ULVN PDLQO\ WKUﬁ%)’}W@bFﬁﬁﬁﬁvﬁﬁoBkN%%%HWb%WLﬂé H@? HAWFRO F RU TLC
Ly

FXVWRPHU EHKDYLRXU DQG WHFKQRORJLFDO GHYHORSPHQ%V WMRROK YV KOV H YWDWLQJIV RQ

JRU WKH TXDOLWDWLYH DQDO\VLV RI LWV LPSDFW WKURXJK EWQ@L%PLVL\?IQGDWWRHR’UPR/FWdDd?ﬁ[m/JlFQ\]/J Oli[WlPlWh\(sH DQI

RXW WR LGHQWLI\ WKH WUDQVPLVVLRQ FKDQQHOV WKURXJK ZKULFK WOLURRYWH ULVNV FDQ LPSDFW WKH WKUHH

FUHGLW SRUWIROLRV DQG WKH LPSDFW DQG SUREDELOLW\ RI RFFXUUHQFH WKDW WKH\ FRXOG KDYH LQ WKH

WKUHH GHILQHG WLPH DQG FOLPDWH KRUL]JRQV LV HYDOXDWHGLPDWH ULVNV SK\VLFDO DQG WUDQVLWLRQ FDQ LPSDFW
TXDOLW\ DQ LQFUHDVH LQ QRQ SHUIRUPLQJ ORDQV DQ LQF!

Vv

L
SHIDUGLQJ SKIVLEDO ULVNV WKH\ FDQ DIIHEW FUHGLW ULVN FOKR QQWRKRENONY UHE HVARD WK EW UV OBV LI LFDOOY  Fo
VXFK DV IORRGV IRUHVW ILUHV HDUWKTXDNHV DQG RWKHUWXMHWKXUDO\GLYVDVWHUV ZKLFK LPSDFW WKH YDOXH

RI DVVHWV DQG WKH SD\PHQW FDSDFLW\ RI FXVWRPHUV 7R DQDO\VH WKLV LPSDFW_WKH WUDQVPLVVLRQ

FKDQQHOV RI SK\WLFDO ULVN LQ WKH %DQN V WKUHH FUHGLW SHEI®RVMMWRV:IDNKGCUEKBA IRLPEURR PPIRHRW Y RWwkpVK WR
SUREDELOLW\ RI RFFXUUHQFH DQG WKH SRWHQWLDO LPSDFW;RL WM &K VN Y -@F B b HERQW VY bRHPHRWHR VDO UH LoF Ul
DQG XQGHU WKH WKUHH FOLPDWH VFHQDULRYV %DQNLQWHU GRHV QRW DGHTXDWHO\ PDQDJH FOLPDWH

ODUNHW ULVN ZLWK (6* SULQFLSOHV LW PD\ ORVH VXSSRUW IURP LQVYV
3K\WLFDO DQG WUDQVLWLRQ FOLPDWH ULVNV PD\ LPSDFW P.JUNWV@VUL\QNOib@l@i‘#wD_bb*FWK@\JHE'%%WWHLDVVHW TXDOL
SRUWIROLRYV LWV OLTXLGLW\

7UDGLQJ %RRNLQJ 8RPRNHFRQRPLF VHFWRUV DUH SDUWLFEX&BQOD WHYPIPLDES P WHWY $ UHGXFWLRQ LQ WKH YDOX
FOLPDWH ULVNV ERWK SK\VLFDO DQG WUDQVLWLRQDO VXFRPRLWIYKEHXGAXNY GRDWBLXIAWLRQ HQHUJ\
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JRU WKH TXDOLWDWLYH DQDO\WLV RI WUDQVLWLRQ ULVN LQ O2FNHUGCGWLRQLDOUNLPSDFK ULKH @GAPEHW RKDEVUBEARKHY SHU
DQDO\WHG DQG DVVLIQHG D VHYHULW\ DFFRUGLQJ WR (&% JXL G HOR GHHW HDUPRE @K W K H USDURIS RW W IKRI@QDDSBWILIHKEN RI HDFK Jt
WRIJHWKHU ZLWK WKH SUREDELOLW\ RI RFFXUUHQFH EXVLQHVV FRQWLQXLW\ RI SK\VLFDO ULVNV

)RU WKH TXDOLWDWLYH DQDO\VLV RI SK\VLFDO ULVN LQ OLTXKG WD VNP SBBRK U KN QXWPLEHHU AID ¥ CELHHQQV B QDLAD\@ HEEH W D N
DQG DVVLIJQHG D VHYHULW\ DFFRUGLQJ WR WKH (&% JXLGHOLQHS/UBRSRBUMKHR JRDQAH i DAWURI WMRRR DHRG) WDKHKQ LQ WKH OHJ
DQ DYHUDJH LV DSSOLHG WR LW DORQJ ZLWK WKH SUREDEL W\ T%l FF>1D Q(é; FRQV WJ J RV XU

LQ HDFK RI WKH JHRJUDSKLHV ZKHUH %DQNLQWHU LV H[SF?N gF %F’igﬂg :5) vjﬁ*H ILE%%R REHsHubwire
UHODGG DQG /X[HPERXUJ KDW' LQFGX W QWLITEDWT DQDO\VLV RI |
' LPSDFW LV DVVHVVHG E\ JHRJUDSK\ FRQVLGHULQJ ILQDQFLD

5HIJDUGLQJ WKH TXDQWLWDWLYH DVVHVVPHQW RI WKH SRVV OI—E @LI‘D?FWV RI FOLPDW hw \PB WEKH %DON.V
OLTXLGLW\ ULVNV WKH HIITHFWV RI D SRVVLEOH UHGXFWLRQJHE > LYVPH\&K Hf T{S b R % le-'i}'(dQVUHgSOHR\
SURYLVLRQV DV D UHVXOW RI FOLPDWH HYHQWY RU WUD VIRVA\AY b % w G o Ml

DQDO\VWHG 7KH FRQFOXVLRQV DUH WKDW WKLV UDWLR LQ MWYuUHOQW WLPH IUDPHV DQG VFHQDULRV

ZRXOG DOZD\V UHPDLQ ZLWKLQ WKH PLQLPXP OHYHOV VHWZRXKVWKWRGWDRHNLRWMHUW WKMY SBDBODHWOWWHG WKDW FRPEL

JUDPHZRUN ,W LV DOVR FRQFOXGHG WKDW WKHVH ULVNV DU3URRMEPO WU IRD OR FRFX QAPHOWWH MHUVKH HYHQWYV XQGHU GLII
DQDO\VLY FRQVLGHUV KRZ RSHUDWLRQDO OHJDO DQG ILQD
DOORZLQJ IRU D PRUH DFFXUDWH FDOFXODWLRQ RI SRWH

2SHUDWLRQDO ULVN LOQWHJUDWH ERWK WKH PDJQLWXGH DQG OLNHOLKRRG RI SK\

&OLPDWH ULVNV FDQ DIIHFW D %DQN V RSHUDWLRQDO ULVNSHJIDUGEP®JI QB UXO GHWY HQ W L YK KV DN VNOFRRRBW RU RSHUDWL
KXUULFDQHVY FDQ GDPDJH NH\ LQIUDVWUXFWXUH GLVUXSWHKDYHREHHO VVDMV/MW \DHGE YWRHFERQRRQARDOVUHIUWNFWWKH ORVV KDV I
$GGLWLRQDOO\ VWULFWHU FOLPDWH UHJXODWLRQV PD\ QRVXHWY HV KRW SFORHFX IRBHHE DWWRQWIKH FEDRQUAVOIDOHQFLD )RU
LQFUHDVLQJ WKH ULVN RI HUURUV DQG DVVRFLDWHG FRVWYSDEWGQLWHKRPRUWDESWURGWERQWKHRVXYSWDNHQ DV W
FKDLQV RI FULWLFDO VXSSOLHUV GXH WR FOLPDWH HYHQWWY HRAH QW HHW WY DEUORMW\UWRUBIG Bl QW DVWWRL K HR WHDQROWRRY G
FDQ LPSDFW EXVLQHVV FRQWLQXLW\ DQG WKH SURSRUWLRQ LV FDOFXODWHG ZLWK WKH UDWLR RI

,Q WKLV UHJDUG WKUHH PDLQ DUHDV RI LPSDFW RI RSHUDWBRYDW LR YDNOKDIYWYINEHHQ LGHQWLILHG LQ WKH

EDQN &OLPDWH ULVNV SK\WLFDO DQG WUDQVLWLRQ ULVNV PD\
JLOQDQFLDO 4XDQWLILHY WKH HFRQRPLF ORVV WKDW ZBXQEHEHNVERRVWEG DEN \8 KH HUWHDMU WXAVSDWIHKR BGHUV PD\ KDYH
WKH DQDO\WVHG DFWLYLW\ PDWWHUV ERWK LQ UHODWLRQ WR WKH ILQDQFLQJ RI FHUWI

2SHUDWLRQDO 7KH LQWHUUXSWLRQ RI DFWLYLW\ FDGQ. Cf?/Q( £ 'l’gDéV?V 5%\88 J;% b t'lﬁ W%L\\//VI\IT\L_' PV\[/)L\JDL%\é"DvgvaS
ZRUNORDG RI RWKHU DUHDV UHGXFLQJ RU SDUDO\Y, % bBF IH;L(b %(9 L'T\;< LW DUH PRUH VHOVLW
LQYHVWPHQW WR UHVWRUH DGHTXDWH OHYHOV RI VHUYIFH "\ R0 %DONLQWHU V UHSXWDWLRQ )RU WKLV UHDVRQ |

/HIDO RU OLWLJDWLRQ $Q\ ZD\ LQ ZKLFK VWRSSLQJ WKEHHSQRWAMY ¢ R RWER WHV¥REWW. @ LAVHKILDD VWKW ROYDOLWDWLYH D

DJDLQVW %DQNLQWHU LV EHLQJ FRQVLGHUHG 7R FDOFXODWH WKH LPSDFW RI WUDQVLWLRQ ULVN RQ UHSX

7UDQVLWLRQ ULVN FDQ LPSDFW RSHUDWLRQDO ULVN E\ UH T&XH U1QJUGF WRWIDX VIHY/IYS W B M VRHAH WLRV § IRR FRHIVR/MH\RID Y& H ULV N
VIVWHPV WR FRPSO\ ZLWK HQYLURQPHQWDO UHJXODWLRQW[DRIWMKHBP MMKRVE IVXGWHREQY LQ VXSSO\

FKDLGY BRE VICLIY L EXVWREHU SUNIHUHQEHY WRZDUGY VAVMANABERH SISSHEN FRQ VYR RASHBURR O w v
V WKDW PD\ UHVXOW LQ UHSXWDWLRQDC
&OLPDWH ULVN WKURXJK SK\WLFDO ULVN FDQ LPSDFW WKH DPFWORRAWO LQVWLWXWLRQ OHJDOO\ DQG

RSHUDWLRQDOO\ JLOQDQFLQJ FXVWRPHUV ZLWK XQVXVWDLQDEOH SUDFWLF
JLQDQFLDO LPSDFW /RFDO RSHUDWLQJ FRVWY DUH WDNHQ H\QOWRV D@ ¥ R RQMH WR I LGHDARHFU R 1J QFHD S\DkEHL WA
SURSRUWLRQDO ZHLJKW RI HDFK JHRJUDSK\ LQ WKH ILQDQFLDO LPSDFW RI SK\VLFDO ULVNYV
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BUDFWLFHVY WKDW DUH QRW VXVWDLQDEOH RU QRW DOLJQ B® \ZEWKHW MHKIHJ UHVXIRDW R EMIDSEHR EQLWWH TXDOLWDWL®
LQYHVWPHQW LQDGHTXDWH RU LQVXIILFLHQW (6* SHRBXEW UEDNWYY @MRIIK F R FRIQW - RRYHGEJ ELDMOKH ORZ H[SRVXUH LC
FRPPHQWY IURP VSRNHVSHUVRQV H[SXOVLRQ IURP RW BRZQLIWD &KWV LHP MX VA DK QDHEY.WQW\RI JUHHQKRXVH JDVHV
LQGLFHV HQYLURQPHQWDO PHGLD FRQWURYHUVLHV FDMQKS8 OPAODVMHYWWH RU HGHSKWDMWILLRQ JOIIPBIGDQWLR® ZKHUH PRUH
D ORVV RI GHPDQG RU LQYHVWPHQW ILQDQFLQJ RI UHQHZDEOH HQHUJ\ SURMHFWYV

/IDFN RI WUDQVSDUHQF\ DQG LQIRUPDWLRQ UHSRUWSHKIDUKMIMUGWRH FRPSOWNOQREHWIELYHKG RQ SK\VLFDO ULVNV \
VXVWDLQDELOLW\ REMHFWLYHV DQG FOLPDWH DQGKHHAYDUKRQOQRWEWWOFDPROPEWRH @OQ¥WLRQ DIJDLQVW FOLPDW
*UHHQZDVKLQJ HVSHFLDOO\ LQ WKH ORQJ WHUP

7R FDOFXODWH WKH LPSDFW RI SK\VLFDO ULVN RQ UHSXWDWLRQDO ULVN WKH VDPH PHWKRGRORJ\ KDV EHHQ
IROORZHG DV IRU WUDQVLWLRQ ULVN GHILQLQJ D YDULDEOH IRU WKH HYDOXDWLRQ RI WKH VHYHULW\ RI HDFK
ULVN GULYHU DQG LWV GHILQHG VHYHULW\ WR FRPSOHPHQW LW ZLWK LWV SUREDELOLW\ RI RFFXUUHQFH
DFFRUGLQJ WR WKH GHILQHG VFHQDULRYV

JRU H[DPSOH UHJDUGLQJ WKH ULVN GULYHU RI DQ LQDELOLW\ WR DGHTXDWHO\ DQWLFLSDWH WKH ULVNV
DVVRFLDWHG ZLWK H[WUHPH ZHDWKHU HYHQWYV WKH FDOFXODWLRQ RI WKH VHYHULW\ RI WKH LPSDFW KDV
EHHQ FDUULHG RXW E\ WDNLQJ WKH UHSXWDWLRQDO LPSDFWV REWDLQHG LQ WKH %,$6 FRQGXFWHG E\ WKH
%DQN IRU WKH GLIIHUHQW DUHDV G6XEVHTXHQWO\ WKH GLIIHUHQW UHSXWDWLRQDO LPSDFWV LQ WKH

GLIIHUHQW JHRJUDSKLHV RI WKH *URXS KDYH EHHQ WDNHQ W IRFEBY¥ AV P9 W K & U IWH G PYEYWR I VN LY DOVR W
YDOXH RI UHSXWDWLRQDO LPSDFW IRU DOO Rl WKHP KDV EH{R RVY¥kHH @ DWLYH DODOVWLY WDNLQJ LOWR DFFRXQW Wk
7R TXDQWLI\ FOLPDWH ULVNV RQ UHSXWDWLRQDO ULVN WRHHBRWERROORPLVY ARWOE PRHOMRHEWY DAIMAWHG PHGLXP LP
UHSXWDWLRQDO LPSDFW DVVRFLDWHG ZLWK WKH JRYHUQDQEMHSL BHKOW. VK K 560Q N HMH BUDQE 8\ QH & Z RWINVIHY QRW YHU\ H[
W\SHV Rl HYHQWV FRXOG EH DVVRFLDWHG ZLWK FOLPDWH ITEN@MWHY L ®NHEHWR M QD VLW LirluH G5 |BUHVRWR BV FRQWLC
WR D EUHDFK RI RXU RZQ SROLFLHV ,Q WKH PRVW H[WUHP HFRBNJHN WPR P LWEDRWHES WKHVH HYHQWYV FRXOG

EH VLJQLILFDQW IRU WKH %DQN %RWWRP XS DSSURDFK
&RQFOXVLRQV 7KH ERWWRP XS DSSURDFK FRQVLVWV RI DVVHVVLQJ KRZ ER

7KH UHVXOWV REWDLQHG IURP WKH TXDOLWDWLYH DQDOWAWH IRIHWKLFPOOP DWHR WIS MR W PR BDWIH/ W LIVA Uy RER WK SHU!

GLIITHUHQW VFHQDULRY DQG WLPH IUDPHV DUH VKRZQ EHORZRRYLbHHWRWHOQR WKH VHQVH WKDW WKH SRWHQWLDO HYHQV
HDFK RWKHU

+RZHYHU WKLV YLHZ FDQQRW OHDG WR WKH DVVXPSWLRQ W
VHFWRUV RI DFWLYLW\ RU WR UHJLRQV PRUH H[SRVHG WR FH

$ PRGHUQ HFRQRP\ LPSOLHY DQ HQRUPRXV LQWHUUHOD
DFWLYLWLHV 7KXV FRVW LQFUHDVHV WKDW PD\ DULVH
PD\ HQG XS VSUHDGLQJ WKURXJK WKH YDOXH FKDLQV 7
FOHDUO\ DV D FRQVHTXHQFH RI WKH ZDU LQ 8NUDLQH DQC
LQ ERWK IRVVLO HQHUJ\ DQG FRPPRGLWLHV FDXVHG

7KHVH UHVXOWY DUH FRQVLVWHQW ZLWK SUHYLRXV DQDO\VHV WHBSIYI—IIEUI&J%\%; W\IIQV I%A)ODOQl\\I/t|(5V\/\\//ﬁlLJ|\/D%lGDIEWIL[YI$‘35\1\>FQ
VXSSRUWHG E\ WKH ERWWRP XS DSSURDFK GHVFULEHG EHORZ ORMW HR IDW K HVHPB 0 RN RAERADDA. (PHUGH AR WIRZHUHG VWUDWH.

RU PHGLXP ORZ H[FHSW IRU FUHGLW DQG UHSXWDWLRQDO ULVNWXSZ3RMHWHLIQQRWREHU WFR @Y RILEY WDKHG OMUPM/ LYH H[WHUQD
IUDPHVY DYHUDJH UHVXOWY DUH REWDLQHG 2QH RI WKHP LV WKH SULPDU\ VHFWRU DQG WKH HQHUJ\

7KH ULVN RI WUDQVLWLRQ LV REYLRXVO\ JUHDWHU LQ VFHQDULI%(/\YIgﬁ\%@';ﬁ:—%\wggfﬁ-@gﬁyV&%B@/gW\/@%YgF@W\&;g%@g%KI/LéﬁLEJ':_/:g\lj
D VXVWDLQDEOH JOREDO HFRQRP\ ZLWK GLIIHUHQFHV LQ WKH L I I-“N UIG (O QQG
WKHUHIRUH HDUO\ WUDQVLWLRQ FRPSDUHG WR D ODWH WUDQVLWLRQ
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$Q DSSURDFK DLPHG DW FRQFHQWUDWLQJ WKH SK\VLFDO ULAMKL RKQ WK H $WR 8 HUMQ DRELR WIK\WM HISF WQ YW WL VG EKHEWEU 2Q WK
DIIHFWHG ZKLFK FRXOG FRPSURPLVH WKH VROYHQF\ RI WK F RHEQ HAH K H CKRSHEGH LR RX WHKG \R QG R¥WL QRWVI 02 QHY UHODWHG \
UHVSRQG WR UHDOLW\ ZKLFK LV VRPHZKDW PRUH FRPSOH[LQGUYMGXDQW VYRRX®GHEH QBRMFHGL W ISIRWOLWKHY KDYH EHHQ
ULVNV DVVRFLDWHG ZLWK QDWXUDO GLVDVWHUV VKRXOG WHBGDWR & HVRXVOYPYMRMHE &XH WR ERWK WKHLU JUHDW
XQFHUWDLQW\ DQG WKH KLJK VHYHULW\ Rl WKHLU HIITHFWV _ Qézw LIQRU % 25 | HB; S Q

6SDLQ WKHUH DUH SRZHUIXO PLWLJDWLRQ LQVWUXPHQWVSNV L%%b J S %/H'B/ Leﬁétﬁcé_xgﬁg/%\é \)%Eﬁ%s'?_?/ﬁ yUELPQHDZ%ZLNQ
&RQVRUWLXP $JULQVXUDQFH RU WKH GHFODUDWLRQ RI D Flé BART Wﬁ% VWD EOLVK WRH LUDPHZRUN IRU DEWLRO
7KH HITHFW RI PXWXDOLVDWLRQ RI GDPDJHV PXVW WKHUH I RILIW NE\HV FIR @\RLLGH LDHIGES ZZKWRKY HJ N RIFU G OVRQIBF M @YHLURQPHQWD O L

SK\WVLFDO ULVNV 7KLV DOVR OHDGV WR WKH PXWXDOLVDWL | DWH. F D W D W.L Q%Y VWP HQW Y

IRU PLWLJDWLRQ %XW ZKDW LV FOHDU LV WKDW JOREDOO%?( F ?EW e %%% h“\&’p ¥5&H @%Lﬁ &h%%/g%’w 2V\\//VT<|_I|-IUC

DQG GHVWUXFWLRQ DQG WKLV KDV D SRWHQWLDO HIIHFW Lo % &E) Z \|; K \;J )

UHYHDOHG LQ WKH WRS GRZQ DSSURDFK U D 0O Q K UHVSHFW IRU 1XQG|
ULJKWV WKH ILJKW DJDLQVW FRUUXSWLRQ WKH SURWHFWL

7KXV IURP WKLV ERWWRP XS DSSURDFK FOLPDWH IDFWR UW ULWD FR QMG HUHE WKR RQYWHGR GBIWDR/GV OLVW DQG UHYV

LPSDFWV RQ EXVLQHVV IRU WKH IROORZLQJ UHDVRQV DOVR FRQVWLWXWH D NH\ EDVLV IRU WKH PDQDJHPHQW RI

7KH %DQN KDV OLWWOH H[SRVXUH WR WKH VHFWRUYV W%@%@%_‘l%HVPLRQ\}:\M JVYJ@HH(S'WWO&EWH\? %[\}:OXVLRQV DUH
| H

ZLOO EH H[SODLQHG LQ WKH VHFWLRQ RQ PHDVXULQJ \</’\\I/LRQV $Q DOHUW V\VWHP

FOLPDWH UDWLQJ KDV EHHQ SXW LQ SODFH IRU WKH L @GOWNILEXNDWUL EDVHWY LRMW EROHFULIHWNWR @ QYBDER XY LQWHUQD
FXVWRPHU DQG WUDQVDFWLRQ DQG GLDORJXH KDV E HIHIF ®&X®IDEIO W\KKH 6QZ MWIG FDDWW.RRHUY ZBWHKQGD DQG LWV 6
WKH KLIKHVW HPLVVLRQV ZKLFK LV FRQVLGHUHG LQ SBRIRVD) DHH> BWURY B ONEKBHREHMVSHD QURBRRPPLVVLRQ V $FWLF
WR WKH &OLPDWH UDWLQJ IRU OHJDO HQWLWLHYV VHFWLRQ DGKHUHVY WR WKH (TXDWRU 3ULQFLSOHV WKH 8QLWHG
DV LWV PHPEHUVKLS RI WKH 1HW =HUR %DQNLQJ $00LD

L v¥H LW( V VXE v YHUVDO_'HFODUDWLRQ RI +X
YXUWKHUPRUH WKLV H[SRVXUH ZLOO EH UHGXFHG LQ OL%%H E 0% Q}?/\lD Ul§|g| Sﬁs VWIDRx ¢ ,Q DGGLWLRQ
WDUJHWYV IRU LWV SRUWIROLR DQG WKH VWUDWHJILF Glﬁbgg IF_‘L% F@/ el L\fz ﬁ@wﬂxyﬁ%&ﬁé(f D%(
RI WKHLU EXVLQHVVHY WR D ORZ HPLVVLRQ HFRQRP\ ’

9 (
([SRVXUH WR SRWHQWLDOO\ GHVWUXFWLYH SK\VLFDO K@]‘?p L\E K g@i%&%% ‘ﬁ‘;\i\)ﬁﬁ}éé%@%w“wv?;}vbsHDoQLG
DGGLWLRQ WKH SURSHUWLHV XVHG DV FROODWHUDO ng—l >\ENL[Q W (" K¢k U v T WRE R
DV GURXJKWV DQG KHDW ZDYHV KDYH D PRUH JHQHUDO A H WKDW FDQ FRPSURPLVH WKH

QRUPDO GHYHORSPHQW RI FHUWDLQ DFWLYLWLHYV DQG HFRQRRUKHIBRDWKQIWHD ZHRXOH VESXW WIKIHLDWEOH )LQDQFLQJ -
LPSDFW LV PXFK PRUH GLVWULEXWHG DPRQJ GHEWRUV GHYHORSHG UHJXODWLQJ WKH SURFHGXUH DQG FULWHULD \

,Q DQ\ FDVH LW PXVW EH VWUHVVHG WKDW WKH ORZ H[%%g%%%éiﬁﬁg‘ﬁpﬁo\ﬁ@%\%& iﬁ( IXVNBEQ @‘8”: JTKHVH P
DFWLYLWLHV GRHV QRW LQVXODWH WKH EDQN IURP WKJ, yi 6ib <§§RP % e W
lPQ i \}x)f%(*ﬂ%\&&ﬁbﬁ_ FDL[b(?-L% il 7 D\év\Fé UYLFHV UHOD\

FDQ FDXVH HVSHFLDOO\ LQ VFHQDULRV ZKHUH DFWL% S‘J RQV ZLWKRXW VSHF

LQVXIILFLHQW RU HYHQ QRQ H[LVWHQW
7KH &&)6 ZLOO EH UHYLHZHG DQG XSGDWHG SHULRGLFDOO\
UHJXODWLRQV PDUNHW VXVWDLQDELOLW\ FULWHULD DQG
ORGLILFDWLRQV WR WKH 6)&& ZLOO EH DSSURYHG E\ WKH SU
%DQNLQWHU KDV LPSOHPHQWHG VSHFLILF SROLFLHV GHVLJIQKRGWHR PHREPH H MO BRYW HHIOH YRR W IPRMHUSDRGXFW FRPI
LPSDFWV ULVNV DQG RSSRUWXQLWLHV ,52V LQ UHODWLRQo}HR) Kk WYWELY bQIRAVHD BW B EHWAUD @ & ZA:QUW BWE VAKBRA ki D G XD

7KHVH SROLFLHV FRYHU FRUH DVSHFWV UHODWHG WR ILQD QrdRd\ P1Q Gvix@ U \WP H W G VR DIkl HD WHRV VAR QDEOH HQY
QXPHURXV PDWHULDO ,52vV DUH FRQFHQWUDWHG 7KH\ DGGUHVYV LVVXHV VXFK DV FOLPDWH FKDQJH

PLWLJDWLRQ DQG DGDSWDWLRQ HQHUJ\ HIILFLHQF\ DQG WHKH 'KHsDRREXGEW RRPEHINADEOM WHHIRQVLEOH IRU DSSURY
SURMHFWY & UHVWULFWLQJ ILQDQFLQJ IRU PRUH FDUERQ LQWHRMXAHIWKWRYWVZIZRPoRY sQikP W REX MMWVR WHKDW %DQNLC
ZLWK ORZHU HQYLURQPHQWDO LPSDFW DV GHWDLOHG LQ WKH VHFWRUDO SROLF\ IRU WKH HQHUJ\ VHFWRU
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DW DQ\ JLYHQ WLPH LQ DFFRUGDQFH ZLWK WKH UHJXBOQMWWRU\ SWRWVLHRM\P HG WU RRIK DMSKSHO HHBEBRWLRQ SROLF\ RU WK
PDUNHW SUDFWLFHV GHFLVLRQ PDNLQJ

7KH 6XVWDLQDEOH /DEHOOLQJ 8QLW 6/8 PDGH XS RILWKXLRXO\WHGILYFHSQPGmMWY BMHDLMHYVY OLQH WKHUH LV DOVF
UHVSRQVLEOH DPRQJ RWKHU IXQFWLRQV IRU DSSURYLQDQYXVWPHD E [FKD XOLLERHO ¥RIGRLLF \% B RINL GWBUFY DSSOLHV WR W
QRQ VWDQGDUG RSHUDWLRQV DQG WKH VXEVLGLDULHNROGHEOWLYIH GQYEVWRHQB& 8D QG JXHODWLIRRQIXQGY DQG GLVFUHI

»DONLQWHU V EUDQFK LQ 3RUWXJDO 2LOO KDYH LWV RZQ YXVWRLRP RIS EPYNE B8V Wi o Lo FRPSDOLHY ZKRVH E

7KH 6)&& FUHDWH D FODVVLILFDWLRQ V\VWHP EDVHG RQZWKK DOIRSMBIQ VB[RIDQ@Z(BHGDQBRW\MHRYHUVLDO DFWLYLWLH
LQWHUQDWLRQDO VWDQGDUGY GHILQHG LQ WKH *UHHQ /RD QJBQHYMBLYSIOMHN D VMXIKGQEN WWHY/BS$SLFRDBWRQONHYYLURQPHQWD
$VVRFLDWLRQ /67% /RDQ 6\QGLFDWLRQV DQG 7UDGLQJ $VWRFLDMRG@DX P W KW K IZIDY WiR Q& HB\ULPGHIOMAH WKH LPSDFW F
LVVXHG E\ WKH ,&0% ,QWHUQDWLRQDO &DSLWDO ODUNHW $VR/@ FALIDRV HRQY L WRIQHP 6 & WWRDLL RIDE VR EWH WL ONHIG RBDMKH EDG SUI
3ULQFLSOHV LVVXHG E\ WKH /0$ /RDQ ODUNHW $VVRFLDWLR@KBQG MXAD® ISHVREOQFHAQYGLFDWLRQV DQG

7UDGLQJ $VVRFLDWLRQ DQG WKH 6XVWDLQDELOLW\ /LQNHGh 0/&R(PG ﬁU\}vQﬁLﬁﬂJ—b \}_VV6(HGD§C\J \{VM %((?_'
7 HTLQ LRQV W LU VXEVHTXHQW
QWHUQDWLRQDO &DSLWDO ODUNHW $VVRFLDWLRQ %DQNLQWHU XVHV LQIRUPDWLRQ SURYLGHG E\ VSHFLDOLVH(

$Q H[WUDFW RI WKHVH FULWHULD LV SXEOLVKHG RQ %DQNLRWWHK LW FSRRUOSLRFY DLVQY ZGIENY WFHR PGEL QY WiYDQ ODHRVWOAHHW®& WKH
DOO VWDNHKROGHUV )XQG ODQDJHU V 5LVN ODQDJHPHQW GHSDUWPHQW WKH )L

7KH 6XVWDLQDEOH /DEHOOLQJ 8QLW LQWURGXFHG DERYH 2&&R%éga% kﬁfﬁ%}% Q6W(VV65|:‘QBI§8HRYDO RICWKLV

/IDEHOOLQJ 8QLW 6/8 5HIXODWLRQV 7KH PDLQ REMHFWLYH' GHILQH WKH UXOHYV

RI RSHUDWLRQ FRPSRVLWLRQ DQG SRZHUV RI WKH 806 ZLWAMHU Pb D.YNDQ WR LD *SIRXISF \ 7 KHJ ULHIW B DWDLVRIQYJ VXVWDLQDELO
HVWDEOLVK WKH VWDQGDUGY IRU WKH FRUUHFW ODEHOOLQH#HDRGLBOMENHFAWDYWH RQ R K H/ S\RWOD EQ D E OMR | IGHYGFLADDO LW V
RSHUDWLRQV LQFOXGLQJ WKH GHILQLWLRQ RI NH\ WHUPVHOQERX DV H* WMHQF EXW\RRAHY WFR6P\RWBLWREDHGY D WUDQVLW
J)LODQFH &ODVVLILFDWLRQ &ULWHULD 6)&& DQG 6XVWDVRDWDQLIOWE QHQ GHE HQRDDHFGIW 7KMH BAF¥FULEHV KRZ UHOHY
UHVSRQVLEOH IRU HQVXULQJ WKDW RSHUDWLRQV FRPSO\ ZVWKWH\\DEODQ VWK @ LW N FKDUW F CLE) \B B BU D WHGO D@MRR\L QY HV WP H
FULWHULD DQG IRU SHULRGLFDOO\ HYDOXDWLQJ WKH VXV Q¥D Q %5 |9Y EL P

LOQGLFDWRUYV UHSRUWHG LQ FRQWUDFWV VLJQHG ZLWK FX %ﬁz @‘@E}g HFEE{ ﬁ’LK WDV ﬁgg@fﬁb% %Mﬁtﬁfé'&\’:’ﬂ‘gﬁﬂv\f
0, * 0

%DQNLQWHU DV D *URXS LQFOXGLQJ DOO LWV VXEVLGLDUL N Dk WKH A H[SDQGLQJ Wy v e,

$PRQJ WKH NH\ GRFXPHQWY UHODWHG WR WKH ILQDQFLQJ E \ U

6XVWDLQDELOLW\ /LQNHG )LQDQFLQJ VWDQGV RXW ZKRVH§ E\Z%\ﬁ%ﬁ §t"d\\/ %&% E@ﬁ%ﬁl_lk%&&wv RI ' WKH 6X

LQWHUQDO JXLGHOLQHV IRU VWUXFWXULQJ WKLV W\SH RI ||_6) QJ”NI—IT WV DQG VSHFLILF

UHTXLUHPHQWY IRU LWV GHYHORSPHQW 7KLV JXLGH GHIL7Q<H1VSN®VMADLL\QDE>G®+LWHQ_L@D\EJO}| WeDQFDRHKROGHUV WKURX

ILQDQFLQJ LQVWUXPHQWYV ZKRVH HFRQRPLF FKDUDFWHULVVWKHWU R RWYDW S BCHEGIHKH®R H RQ NZHKSW KI$UWRUG D W H

QRW WKH GHEWRU DFKLHYHVY SUHGHWHUPLQHG DPELWLRXV PDWHULDO DQG TXDQWLILDEOH VXVWDLQDELOLW\

REMHFWLYHV 7KH DLP LV WR VXSSRUW DQG HQFRXUDJH FRPSDQLHY 1WR A RSURY H/ (WKAH LU RV XAVWDLQR ELO bW\

SURILOH 7KH JXLGH HVWDEOLVKHVY WKH SURFHGXUHV DQG UHTXLUHPHQWYV IRU WKH VWUXFWXULQJ

RULJLQDWLRQ DQG DSSURYDO RI WKLV ILQDQFLQJ LQFOXGBORAQKWHKHHOHEQHRIRSORY GNFOBUHGWRUVWKGGSWREHU PDQDJI

FDOLEUDWLRQ RI 3HUIRUPDQFH 2EMHFWLYHV UHVSRQVLELOLW\ WR VRFLHW\ ZKLFK LV PDQLIHVWHG WKU
DPRQJ WKHP LV WKH VWLPXODWLRQ RI VXVWDLQDEOH GHYF}
DJUHHG E\ WKH 8QLWHG 1DWLRQV WR EH PHW DQG ZKLFK VS

WKH HQYLURQPHQW DQG FRPSOLDQFH ZLWK WKH FRPPLWPH
7KH SROLFLHV GHVFULEHG LQ WKLV VHFWLRQ VHUYH DV D ERNMVOVH RU WKH PDQDJHPHQW R LQYHVWPHQW

VSHFLILF ,52V 7KH\ DOVR FRPSOHPHQW DOO WKH SROLFLHV. GHVFULEHG HDUOLH W K H PD%/DJHPH RI'

LGHQWLILHG PDWHULDO ,52V IRU ILQDQFLQJ DFWLYLWLHV O8&Vv AL 6BW8E%%GUHV\M LW\'?J?IQ\W x PR BYCE By FWRUV D

FKDQJH PLWLJDWLRQ DQG DGDSWDWLRQ HQHUJ\ HIILFLHQEP®% Y WWYDNEDRIB QF ¥ LYY H zlp® ofyF FRUGDQFH ZLWK
VXVWDLQDELOLW\ SR 0|_ \ VFHQDULR DQDO\VLV VHWWLQJ

SRUWIROLR GHFDUERQLVDWLRQ SDWK DQG VXVWDLQDEO
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HVWDEOLVKHG IRXU OLQHV RI ZRUN ,GHQWLILFDWLRQ DQG BHDFXVMWHRHQWIURKPVHNNVR HMHW W REW DR XDQGGDWD IURP WK
ORQLWRULQJ 6WDWLVWLFDO ,QVWLWXWHYV

(DFK RI WKHVH ZLOO EH UHYLHZHG LQ WKH IROORZLQJ VHFWLRQVKH UHYHQXH RI HDFK FXVWRPHU DQG SHUFHQWDJH VK
WXUQRYHU DQG RXWSXW GDWD E\ DUHDV RI DFWLYLW\
,QVWLWXWHYV

,GHQWLI\LQJ DQG PHDVXULQJ FOLPDWH ULVNV LV WKH VWDUWU®H YRMGIW R¢vE DU GHEW WR WRWHW LRROPRFH VKHHW C
VFDUFH DQG WKHUH DUH IHZ PHDVXUHPHQWY ZLWK RQO\ LQFRUHRHQWDO®EH WJ\HHEE{@WE'WMQQQN\(,\WRW%FK EXVWRPHU
GDWD ZH KDYH WR ZRUN ZLWK DUH HVWLPDWHV DQG VSHFXORWHKDY i{?% 6 QN L ¥ pRRR WLQXRXV O\
VXSSOHPHQWLQJ WKLV LQIRUPDWLRQ ZLWK PRUH ULJRURXV DQG GHWDLOHG%QIRUP%WLRQ DV WKH VWDWH RI

WKH DUW GHYHORSV +RZHYHU WKLV LV KLJKO\ GHSHQGHQW ®RDBDVW®H Q QVWKULKGXEW URO WRIR QH YKKHD WRWLPDWHG HPLVV
LQLWLDWLYHV WR VLJQLILEFDQWO\ LPSURYH GLVFORVXUH E\ IL@DQIR®@®RDYG QRQ ILQDQFLDO FRPSDQLHV RI

LQIRUPDWLRQ UHODWHG WR VXVWDLQDELOLW\ VSHFLILFDOO\ WKNH L]'\)SD\B@I%LgE%NﬁéUﬁwl\AYﬁH YROXPH LO DFFRUGDQFH

,Q WKLV UHJDUG ZRUN LV EHLQJ GRQH WR PHDVXUH KRZ WKH ULWNRGHUDWHGY IDRE MOUH BW R SRADMUIRQFWEDW LWV WXUQTE
DIIHFW WKH %DQN V PDLQ SRUWIROLRY /DUJH FRUSRUDWH EDQNW&U @RS B RRUIWIDLIH \SHRRMWMR RO LR

7KLV DQDO\VLVY Rl FOLPDWH ULVNV DQG UHVLOLHQFH WR WKHP KRN VWERAWD ¢ FROXSRHH DN WIUHLOEKWHHGY WaFD WWHRFXVWRPHU |
%DQNLQWHU V YDOXH FKDLQ QRU DQ\ PDWHULDO SK\VLFDO RU WUDRYEMQRYHAWHVHQWY RI LWV OLDELOLWLHV 7KLV LV
FRUUHVSRQGLQJ WR %DQNLQWHU

&RUSRUDWH SRUWIROLR $GGLQJ WKH DWWULEXWHG RU HVYWLPDWHG HPLVVLRQV I
7KH PDLQ LQGLFDWRUV WKDW KHOS XV WR PHDIMRWIS KRZWWK LV UTRVNYYBBRQAW s W RFKHYHFWRU RI DEWLYLW\ DQG IRU WKH

60( FXVWRBHHWKH PHDVXUHPHQW RI ILQDQFHG HPLVVLRQV 7 WKH JQVEIGEXRP DREISRAWR WRWLRRSHQRG DpQG  HPLVVLRQV
WKH PHDVXUHPHQW RI SK\VLFDO ULVNV SURSDJDWLQJ WKH HPLVVLRQV RI WKH HOHFWULFLW\ VHFWI
)XQGHG HPLVVLRQV LQSXW RXWSXW WDEOHV IRU WKH 6SDQLVK DQG 3RUWXJXH
HVWLPDWHG LQ D VLPLODU ZD\ EXW FRQVLGHULQJ WKH VS

7KLV PHDVXUHPHQW LV FDUULHG RXW XVLQJ WKH 3&$) 3®UWQHHGOWK LVBH F /R UAD UARY BBMRXOHWLRY WR FDOFXODWH W
JLODQFLDOV PHWKRGRORJ\ ZKLFK LV QRZ FRPPRQO\ XVHGFRVWWHKHUYU VLOPWEVYDW\LQOWOWEWORQWVKHRNFFXPXODWHG HP
FDOFXODWLQJ WKH HPLVVLRQV ILQDQFHG E\ WKH %DQN D®I$Pb¥ XV HGH WR HDWW LDROWDHH) WMKIHH HRALWKLRQFRQFHSW LV WK
ILQDQFHG E\ %DQNLQWHU IRU LWV SRUWIROLR RI 6SDQLVK DEXONTZRIMHW XWX VW KWHVL GERIHFVREZERDRKLHDWUH QRW GLUHFWO\ DJ

7KH HVWLPDWLRQ SURFHGXUH LV VXPPDULVHG LQ WKH IROODIQNLORHAWNOVR PDGH IXUWKHU UHILQHPHQWY WR WKLV |

_ X H RPSDQLHV UHTXLUH
: L SURY, HU Y QRQ ILQDOQFL
WKUKRI;|<(JQKL\?VIKRHULPUD\(/3VVI\_/ESVHL|;/HDYDLODEOH RQ HPLVVLRQV GH §|D \/L\FB Y %/\/\Fg@ﬁ— % y
QW RI 1RQ )LQDQFLDO ,QIRUP g pr\i% %ﬁ \2%[ ;ED 5 H%’wg‘; %LR D ONL
%DQNLQWHU EDVHG RQ WKH ZHLJKW Rl WKH IXQGLQJ SUR
%OOQNLQWHU FTVGLRG TP AR W R W B o WENPOL epviv

PHDVXUHPHQWY 7KH FKDUWV EHORZ XSGDWHG RQ D PRQW

KHQ WKH HPLVVLRQV GHFODUHG UHODWH WR WKH FERQVRGHGRWWG UHEXSVBQ®/ WKHUIHQ WH@W. W\ RI GLUHFW HPL)"

LQGLYLGXDO LQIRUPDWLRQ WKH HPLVVLRQV DUH DOORFDMFNER WR WXB HYVEWQGH QUIURXG HRI BPRBEDQLWMKH GLVWULEXW!
ZLWKLQ WKH FRQVROLGDWLRQ VFRSH

+RZHYHU LQ VSHFLILF DFWLYLWLHV VXFK DV ILQDQFLQJ UHQHZDEOH HQHUJ\ SURMHFWYV
HPLVVLRQVY DUH DGMXVWHG DFFRUGLQJ WR WKH VSHFLILF SXUSRVH RI WKH ILQDQFLQJ

J)LQDOO\ DQ HVWLPDWLRQ SURFHGXUH LV DSSOLHG ZKHQ WKH GHEWRU V LQGLYLGXDO HPLVVLRQV
DUH QRW DYDLODEOH 7KLV DOVR SURYLGHV D TXDOLW\ FRQWURO WRRO IRU WKH LQIRUPDWLRQ RQ
HPLVVLRQV GLVFORVHG )RU WKLV SXUSRVH WKH IROORZLQJ LQIRUPDWLRQ LV XVHG
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,QWHQVLW\ RI GLUHFW HPLVVLRQV DQG FDUERQ IRRWSULQW E\ DFWLYLW\ VHFWRUV
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7KH FRQFOXVLRQ LV WKDW DW WKH HQG RI %DQNLQWHU ILQDQFHG RIUG YW RV vV EX WRRY LQ

6SDLQ DQG 3RUWXJDO SURGXFWLYH DFWLYLWLHV DQG RI WKHLU FD E&prugl;wﬁpq\& BH R RWSULoOW
RIT  WRQQHW®G &2 WRQQHNTRLWZOHQW LQ WHUPV RI GLUH%M%VO Q
FDUERQ IRRWSULQW UHVSHFWLYHO\ IRU HYHU\ PLOOLRQ HXURVRTEYGYHFH cubzo GRZQ

(IWUDFWLYH
7KLV UHSUHVHQWY D GHFUHDVH FRPSDUHG WR WKH BQRVH RI ')%BBVSRU'\)VQ\HLQ?FCJ‘DO \HDU RI 7&2

7&2SHU PLOOLRQ HXURV UHVSHFWLYHO\ ,Q WKH WRWDOPFWRHISRYODWHGSRUWIROLR WKH GLUHFW
HPLVVLRQV ILQDQFHG E\ %DQNLQWHU LQ 6SDLQ DQG SRUWXJDEDEBlFTFRHLQGVLgJ WR WKLV 3&%$) PHWKRGRORJ\

LV 00 7 &2WK DQ LQYHVWPHQW RI 00 HXURV QXIDFWXU

&KHPLVWU
$FFRUGLQJ WR WKH GHVFULSWLRQ RI WKH PHWKRGRORJ\ DQG RRQVEGH QJ WKH DXGLWHG QDWXUH RI WKLV
VL

\
L
UHSRUW WKH TXDOLW\ RI WKH LQIRUPDWLRQ RQ ILOQDQFHG HPLVVLRQV \zDQ EH UDWHG DW RQ D VFDOH RI
EHVW WR ZRUVW DQG IROORZLQJ WKH FODVVLILFDWLRQ F®YLWHULD LQ WKH VWDQGDUG HVWDEOLVKHG E\
3&%) 3&$) VFRUH ,Q WKLV UHJDUG LW VKRXOG EH QRWHG \@% W\PW\\JH@QG LV RQO\ DFKLHYHG ZKHQ
HPLVVLRQV FRUUHVSRQG WR YDOXHV GHFODUHG E\ FRPSDQLHY ex ULILHGUZ55_V VFRUH UHIHUV WR WKH

HQWLUH FRUSRUDWH SRUWIROLR (z)\lxjngIuDFPV?lemex

&DOFXODWLQJ WKH HPLVVLRQV ILQDQFHG LV HVVHQWLDO BRQVWRSOWMPHQWDWLRQ RI WKH *URXS V
GHFDUERQLVDWLRQ VWUDWHJ\ %DQNLQWHU KDV HVWDEOLVKHEPYWEHERPYF REMHFWLYHV IRU UHGXFLQJ DYHUDJH
HPLVVLRQ LQWHQVLWLHY LQFRUSRUDWHG LQWR LWV 5LVN $S$®MUIWPQRUDIPWMIFRUN DV GHWDLOHG EHORZ ZLWK

PRQWKO\ PRQLWRULQJ 5HDO HVWDWH 5HDO
HVWDWH
7KH FRPSDULVRQ EHORZ VKRZV WKH GLVWULEXWLRQ RI ORDQVg WRRERRSBROLH M Bo®DQNLQWHU 6SDLQ DQG

WKH VHFWRU GLUHFW HPLVVLRQV DQG WKH FDUERQ IRRWSULARWNWKLYV VKRZV KDW WKH PRVW SROOXWLQJ
VHFWRUV KDYH ORZHU ZHLJKW LQ %DQNLQWHU V SRUWIROLR 9XLOGLQJ LQVWDOODWLRQ

DQG ILQLVKLQJ

3XEOLF ZRUNYV

SUHSDUDWLRQ IRU ZRUNYV

7UDQVSRUWDWLRQ DQG
VWRUDJH

6DOHY DQG VSDUH SDUWV
+RVSLWDOLW\
2WKHU VHUYLFHV
%DQNLQWHU
6\VWHP
5HODWLYH WR WKH JURVV DGGHG YDOXH RI WKH VHFWRU NW P

5HODWLYH WR QHW ILQDO GHPDQG IRU DWWULEXWHG LPSRUWYV

$V FDQ EH VHHQ HYHQ H[FOXGLQJ ILQDQFLDO DFWLYLWLHV
DFWLYLWLHY RU WKRVH WKDW LQFRUSRUDWH D KLJKHU LQW
YHU\ PRGHUDWH

7KLY EHWWHU VWDUWLQJ SRLQW IRU %DQNLQWHU V ORDQ E
H[SODLQHG E\ D QXPEHU RI IDFWRUV

8 /IRZHU ZHLJKW RI KLJKHU HPLWWLQJ VHFWRUV VXFK DV
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8 ,QYHVWPHQW LQ HQHUJ\ SURGXFWLRQ VHFWRUV KDV DOURBBGALEBBQUIGHFDUERQLVHG GXH WR

WKH VLIQLILFDQW zHLJKW RI UHQHZDEOH HQHUJLHV %DOQNLQWHU KDV GHYHORSHG D SURFHVV WR LPSURYH WKH
7KHVH PHWULFY DUH PRQLWRUHG E\ WKH %DQN V %RDUG RI WKBWWRUWIIHFW LWV ULVN SRUWIROLRY 2Q WKH RQH KDQC
PD\ SRVH D ULVN WR PRUWJDJHG SURSHUWLHY DQG RQ WKH

HQWLWLHY EHFDXVH WKH\ PD\ DIIHFW WKH SK\VWLFDO DV

FRPSURPLVH WKH QRUPDO GHYHORSPHQW RI WKHLU DFWLYLV

&OLPDWH UDWLQJ RI FRPSDQLHV 7KLV LV D VWUXFWXUDO DSSURDFK WKDW LV GLYLGHG LQWR

,Q 2FWREHU %DQNLQWHU LPSOHPHQWHG D UDWLQJ WRRO @RUQFWKHHD WRHFKDQGH FXIUNT QMW HH®RV XUH WR GLIIHUH
FRPSDQLHV DV SDUW RI WKH SURFHVV IRU SURFHVVLQJ FUHGLW B&$QORDWLYRHQYV DQKGLYHROLPBRGILOQDWEHYHUWLILFDWL
PHDVXUHV WKH FXVWRPHU V SURSHQVLW\ WR EH DIIHFWHG E\ SK\VDFD}Y DG RWGHQV LWR QK J LS/WH/FLVKIL®RFDWLRQ RI W
FRQVLGHUV YDULDEOHV UHODWHG WR WKH FRPSDQ\V DFWLYLW\ SWRKGXEWRYHDBKWEYOWORVDWYRQ@J RIDWREDVHYV WKDW
KHDGTXDUWHUV DQG IDFWRULHV DQG LWV WXUQRYHU DQG FUHGLW VMHOON WD OPW B VEKUHGX /W 5 REAIWWLID R HWLY/MNY VXFK DV

UDWLQJV & $Q DGMXVWPHQW IDFWRU LV FDOFXODWHG EDVHG RQ
%HORZ LV WKH GLVWULEXWLRQ RI WKH ORDQ SRUWIROLR ZLWK ILQDXML®D WG ORWYZ LD QRIROD. CRPASDEURP WVRRI SXEOL
'"HFHPEHU UHVLGHQW LQ 6SDLQ DQG 3RUWXJDO RQ D OHYHOLFHRORDWEFRY KM QRZVHPQAWATIUMWN LW GRHV SUR
WR FOLPDWH IDFWRUYV HVWDEOLVKLQJ WUHQGV
$V ZH FDQ VHH RI WKH H[SRVXUH ULVN GUDZQ GRZQ SOXV FREPLRWYWHZ DvYRFROEHUDEULOWWGIDEWRWHLY GHWHUPLQHG
WZR EHVW UDWLQJ OHYHOV 2QO\ LV LQ WKH KLJKHVW ULVN UDWWKH @HSHORIZKXER GLRRFIWDW QVKW KIHF WRYWW\ FDUULHG
SROOXWLQJ DFWLYLWLHV H[SORULQJ LQ WKH ODWWHU FDVH WKH GLIIHUHQW
H[LVW ZKLFK DUH QRW OLPLWHG WR GDPDJH WR SK\\
$V ZLWK WKH HPLVVLRQV ILQDQFHG WKLV LQIRUPDWLRQ LV UHSRUWHG WR WKH %DQN YV GLUHFWRUV DV SDUW RI
WKH ULVN LQIRUPDWLRQ HYHU\ PRQWK 7KLV ZRUN LV FXUUHQWO\ LQ WKH LPSOHPHQWDWLRQ SKD
LQIRUPDWLRQ RQ WKH SRWHQWLDO ULVN RI H[SRVXUH WR W]
&RPPLWWHG $SPRXQBK\WAAKDO ULVNV 7UDQVLWLRQ ULVNYV RSHUDWLRQV ZLWK FRPSDQLHY DQG PRUWJDJHV ZLWK LQGL)
&DUERO WKH FKDUDFWHULVDWLRQ RI DFWLYLWLHVY VHQVLWLYH WR Sk
6Ly %. 6SDLQ %. 3RUWXZHJ+8RD>%VLXQGUDWHDQGQHDN:?FgWH WLDOO %HORZ LV D VXPPDU\ Rl WKH FKDQQHOV FRQVLGHUHG WR GH
JURXS UH VXVWSLQDEOH WKH GLITHUHQW SK\VLFDO ULVNV
RZ
OHGLXP
I K
9HU\
7TRWDO

$FFRUGLQJ WR (8 7TD[RQRP\ DFFRUGLQJ WR WKH ODWHVW XSGDWH DGRSWHG LQ -XQ
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LQIRUPDWLRQ LV DYDLODEOH RQ WKH HQHUJ\ HIILFLHQF\ RI
%HORZ DUH WKH GLVWULEXWLRQV E\ HQHUJ\ HIILFLHQF\ UDWLQJV ZLWK WKH OHWWHU $ EHLQJ WKH EHVW L

7TUDQVLWLRQ ULVNV

&XUUHQWO\

ORUWJDJH SRUWIROLR
RSHUDWHYV



$V FDQ EH VHHQ WKHUH LV D KXJH FRQFHQWUDWLRQ LQ OHYHO ( LQ 6SDLQ FRUUHVSRQGLQJ WR WKH
JHQHUDO HIILFLHQF\ VLWXDWLRQ LQ 6SDLQ DV VKRZQ LQ WKH IROORZLQJ FKDUW

6RXUFH 6WDWLVWLFV RI WKH %XLOGLQJ (QHUJ\ &HUWLILFDWLRQ 6\WVWHP $'(1

6RXUFH 5HSRUW RQ WKH VWDWXV RI HQHUJ\ FHUWLILFDWLRQ RI EXLOGLQJV)LOQ&LQ\QA\ MgllﬂD&\/LSKWV&JLOE%(L\%I_'\ﬁ\%&I V&Q)—ﬁé&‘]ﬁbsﬁUIRUPDQFH &HUW

B8UEDQ $JHQGD 'HFHPEHU
%HORZ \RX FDQ VHH WKH GLVWULEXWLRQ RI (QHUJ\ (IILFLHQF\ &HUWLILFDWHY LQ 3RUWXJDO
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7KHUH LV FRQVLGHUDEOH URRP IRU LPSURYHPHQW LQ WKH MK VHEMLRO EXLOGARVNQ HA/VQMNNQBWHIY ¢ 7TUDQVLWLRQ

EXVLQHVV REMHFWLYHV WKHUHIRUH LQFOXGH SURPRWLQJ%WPQ_GJ-\@HUU+UNMELWWPU&JWDSHF@RI-(HN\MOEP)MNQQQFOXGHG z
ILQDQFLQJ DYDLODEOH WR SURSHUW\ RZQHUV DVVRFLDWLRQV ZzKLFK LV WKH DSSURDFK QHHGHG IRU VXFK

SURMHFWV WR EH SHUIRUPHG 7KLV LV H[SODLQHG LQ PRLY 3K\VLEDOJHWNY | zH FRPSDUH ERWK

GLVWULEXWLRQV ZH FDQ VHH LQ %DQNLQWHU V SRUWIROLRkR 1WHRWHwWA Rl KWRER WRH WEHUBH Y WL PDYGRIYHYW LILFDWHI
WKH GHWULPHQW RI WKH WZR ZRUVW UDWLQJV ) DQG * LV VXSSOHPHQWHG E\ YDULRXV SK\VLFDO ULVN LQGLFDWRUYV

7KH UDWLQJV DUH XVHG WR GHWHUPLQH WKH HPLVVLRQV |Lgm] Fﬁ-ﬁ?@\D\%H 8\)O¥|'EJK W ¥ NY 'j HEWRY D %‘F@(W'—QJ E\ ULY
WKH SURSHUW\ V HPLVVLRQV LQFOXGHG LQ WKH FHUWLILFD Q_Fb \N%h VESN 1) kR J Ke-6 W PRV GKHUH %
UHSUHVHQWDWLYH Rl WKH DVVLJQHG OHWWHU WKH W\SH RI éMR%l—ﬁJWQRﬁ/@\F FS@M)@E ZwRN EBRPERVMHREH Q WKH
7KH IROORZLQJ FKDUW VKRZV WKH LQWHQVLWLHV RI HPLVVE#&WQ&EB‘SE‘QGE\L%LV\}\HQ#S' YWRQQHV RI &2

HTXLYDOHQW SHU \HDU SHU PLOOLRQ HXURV ILQDQFHG DQG WKH LPSOLFLW /79V ZKLFK DUH GHWHUPLQHG

Dv D UDWLR RI WKH HPLVVLRQV DWWULEXWHG WR %DQNLQWHU WKURXJK LWV ILOQDQFLQJ DQG WKH WRWDOV
JHQHUDWHG E\ WKH SURSHUW\

,W FDQ EH REVHUYHG WKDW WKH DYHUDJH /79V VWDUW WR EH KLJKHU IURP WKH ' UDWLQJ WR WKH $ UDWLQJ
ZKLFK LV UHODWHG WR WKH IDFW WKDW WKH QHZ PRUWJDJH SURGXFWLRQ SUHVHQWY D JUHDWHU HQHUJ\
HITLFLHQF\ 7KLV VLWXDWLRQ DOVR FRQWULEXWHYV WR EHWWHU FRYHUDJH RI WUDQVLWLRQ ULVNV
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8 FRQG LV WKDW WKH DII FWHC? DUHD ZDV PRVW(
2Q 2FWREHU WKLV \HDU D QDWXUDO GLVDVWHU RFFXUUH Q| YVM OR&ID%W%\,lﬁJD%(ﬁ\LQIR(quV&% —ROHV 7KLV UDLV
GHSUHVVLRQ DW KLJK OHYHOV RI WKH DWPRVSKHUH ZLWK SD ﬁ&(ﬁ),@&] FMP LbFF-|SI§'HFU\FBF\;iV TM%% MMDEOLVKLQ
WKH SURYLQFH RI 9DOHQFLD 7KLV UDLVHV HYHQ PRUH DODUPDl%g(WSWMFSISQdVgé/\\;VI\}_\POD%Q'SBE W §LIJLF|:9/{Tﬁ%V\l/\)_|WKLV WLP

FKDQJH WR FDXVH UDGLFDO DQG LUUHYHUVLEOH GDPDJH DQGn,QRYKAHE RUPEHON LRoW KM bREL & ROFWEN DY H FOHDU
%XW LW DOVR KLIKOLJKWV VRPH UHOHYDQW LVVXHYV SUREDEO\ UHTXLUH D UHYLHZ ZLWK D PRUH SURVSHFWLY

8 7KH ILUVW LV WKDW LW GHPRQVWUDWHY WKH VFRSH RI PHORREOIRDHVE R S S IGRIWL B QQRVE XV BIXXY® EXWKHV VHHPYV WR E

UDSLG GHSOR\PHQW RI WKH DIRUHPHQWLRQHG LQVWUXPHQVgV %éw \BQIYL’JD\GEH\F%Q/T_})—'WRVK H\HKVMRI%QM lﬁl?Yd_'FDWDVWURSKI-
EHHQ TXLFNO\ SXW LQ SODFH ZLWK WKH SXEOLFDWLRQ FV ":}I QD'\HF HHr_!-h GZURXQgLHIHFWV ZLOO JHQHUDWH
1RYHPEHU ,Q IDFW WKH H[SHULHQFH JDLQHG ZLWK WKH bé{giiz LKd_| VM D pl VEYO}E)DVH\HF&@IP_'\U QG KRZ WKH UHDO
Nv BED

K
IDFLOLWDWHG WKH LPPHGLDWH GHSOR\PHQW RI WKHVH WRR %I-?_-WG B\W/d L\M6H F5,_F|2 Q/QU'I:'IE/UWW(DW DOORZ WKH |
FKDQQHOOLQJ LQIUDVWUXFWXUHYVY WR D QHZ UHDOLW\ ZLO(

7KH %DQN V SULRULW\ KDV EHHQ WR XVH DOO PHDQV DW LW
Rl QRUPDOLW\ LQ WKH DIIHFWHG DUHDV FRQWDFWLQJ FXVW
SURYLGHG IRU LQ WKH DIRUHPHQWLRQHG 5R\DO 'HFUHH
GHWHULRUDWLRQ RI WKH ORDQ SRUWIROLR KDV EHHQ HVWL]
E\ WKH 2YHUOD\ DGMXVWPHQW IRU XQFHUWDLQW\ PDLQWDLC
GHWDLOHG LQ WKH $QQXDO )LQDQFLDO 5HSRUW

$V IRU WKH ULVN RI GHVHUWLILFDWLRQ LW LV KLIKHU GXH \
LQ WKH RULJLQDO VRXUFH 6RLO DQG GHVHUWLILFDWLRQ
(FRORJLFDO 7UDQVLWLRQ DQG WKH '"HPRJUDSKLF &KDOOHQJF
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W FDQ EH REVHUYHG KRZ WKHVH ULVNV DUH FRQFHQWUDWH

.l YHU\ KLJK KLJK DQG PHGLXP ULVNV DUH DGGHG WKH\LRHEREYHHWQGC N RYRHRRQAHsRUWEY WKH GLVWLQFWLRQ E
SRUWIROLR 1RWH KRZHYHU WKDW XUEDQ FHQWUHV DUH RRWNLEHHWRHFLHED TSR EWWURBK LM HLMND bR MXGXUEDQ DU

PDS UHSUHVHQWYV WKH JHRJUDSKLFDO GLVWULEXWLRQ Rl EROARFHUEHD X i+ @ MWK R PIGWHD SHIGBREDWLRQ RI WKH D

KLJK RUDQJH DQG YHU\ KLJK UHG ULVNYV

D VLIQLILFDQW LPSDFW RQ LWV YDOXH XQOHVV WKHUH DU
FRQVROLGDWHG XUEDQ FHQWUH ZLWK D KLJK FRQFHQWUDWI
UHDVRQ D ILOWHULQJ FULWHULRQ LV DSSOLHG WKDW DOVR
FORVH WR PXQLFLSDOLWLHYV ZLWK D PLQLPXP SRSXODWLRQ
ULVN GLVWULEXWLRQ LV UHSUHVHQWHG LQ WKH IROORZLQJ .

JLIOODU  'LVFORVXUHV 5HSRUW



J)LQDOO\ LQIRUPDWLRQ LV SURYLGHG RQ IORRG DQG GHVHUWLILFDWLRQ ULVNV LQ 3RUWXJDO

(YHQ WKHVH ILOWHUHG GHVHUWLILFDWLRQ ULVNV DUH FRQF
QRW REYLRXV ZKDW LPSDFW WKLV ULVN PD\ KDYH VSHFLILFD

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



JLQDQFHG HPLVVLRQV FRQVROLGDWLQJ FRPPRQO\ DFFHSWHG PHWKRGRORJLFDO DS

$V IRU %DONLOQWHU 6SDLO V PRUWJIDJIH SRUWIROLR HPLVVLRBUWBUR™borxobwHe xVLQJ (QHUJIN (IILFLHQF\
&HUWLILFDWHV $OWKRXJK LW LV FXUUHQWO\ UHTXLUHG LQ'H\0SL\8HREKHWHN SXUFKEXON D\G VO HVWQBDRHADFWLARWR P D N H
H[FHSW WKRVH WKDW DUH H[HPSW IURP FHUWLILFDWLRQ GX+OMFDWHKHDQGV\EKH WRNLWEBROWKQW WHKIHN * URXBUKBY GHFLG
WR H[WHQG WKLV FDOFXODWLRQ WR WKH HQWLUH SRUWIROGR Y H @RIS\ QH WH\HY DVK\U WIR O HY RV VR 1WZRR DI N LRPXOW EE\RW K H
WKH HPLVVLRQV UDWLQJ RI PDQ\ SURSHUWLHV W LV ZRUWKQGRWISHUWIK\DIVR QVR H (8D QINV KBV RFIR G WHIGEW H G VDV LW X WL R Q V
VHUYLFH WKDW DOORZV LW WR WUDFN H[LVWLQJ FHUWLILFDWHV 1O OLF ULHV PR
&RPPXQLWLHV (VWLPDWHYV DUH WKHUHIRUH RQO\ XVHG ZKHQ M%%iFES%‘Z@E@\ﬁHBEéQWVDé%A%% dﬁ/ﬁwgg&u'*é%’m R
FDQQRW EH WUDFHG 6HQVLWLYLW\ DQDO\VLV LPSDFW RI SRWHQWLDO HYH

1 WKHUH LV D FHUWLILFDWH WKH SURSHUW\ vV HPLVVLRQV DUUFWBRHBERYI zH kDYH WR HVWLPDWH WKH HQHUJ\

UbDWLQJ ZH UHJDUG WKH UHSUHVHQWDWLYH HPLVVLRQV IRW WK RWXWYHQIH WY REH Lg WH HPW VRILRQGLYLGXDO H[SRV
FRQVLGHULQJ WKH ORFDWLRQ FOLPDWLF JRQH DQG W\SH
:H H[SODLQ HDFK RI WKHVH WKUHH OLQHV RI ZRUN LQ PRUH (¢

,Q WKH FDVH RI PRUWJDJHV ZLWK LQGLY 00V ZOWESDE® XPQ D SRUWIROLR RI
RU HVWLPDWHG HQHUJ\ HIILFLHQF\ FHUWLILFDWLRQ W@,WWQF@OWRWMQPﬁggv\ﬁTXLYDOHQW DUH
ILQDQFHG WKRXVDQG WRQQHV Rl &2 HTXLYDOHQW LQ ZKLFK LPSOLHV DQ DYHUDJH

LQWHQVLW\ RI WRQQHV SHU \HDU IRU HDFK PLOOLRGC 1XURW RRHQWDRFTHGGURZYIKRAYHYLRXY VHFWLRQ %DQNLQWHU
,Q WKLV FDOFXODWLRQ RI WKH WRWDO DYDLODEOH DVVRFLBMWREXALHVK DKW KIHIWSBREHVYWHQVHR WRLGHRUNEB LQFOXGLQ
KDYH REVHUYHG HPLVVLRQV UHSRUWHG LQ WKH HQHUJ\ HUFQNOEWHHUMSIDLED WRIF %PFERUQWHIY WRUWMINM O DQG WKH
SHUFHQWDJH DQG WDNLQJ LQWR DFFRXQW WKDW WKH HVWIPDQANHRWHUYVSROQ D((PR RENDARHBYPRIW LIARUH\QPQG %DQN
WKH VXUIDFH DUHDV Rl WKH SURSHUWLHV LWV 3&$%) VFRUHLIQY W\ PRHQWQL &/ L QKLY TR PRDO W\ ZR WWR KWU PRRIWWRGH JXDUD
LQIRUPDWLRQ LV RQ D VFDOH IURP EHVW WR ZRUVWKLRRZHY HWKH WDMR RO & ERINGRWHE WNDRRVWO\ FRPSRVHG
ZKHQ HQHUJ\ FHUWLILFDWLRQ LV DYDLODEOH WKH HPLVVLRQUV R PEH KW R G DIQYV WHK HORIBPQW L RE DWW GWW HBD WGM ZLWKR
DGRSWHG VR DQ HVWLPDWH EDVHG RQ WKH ODEHO LV QRW XWRIRBREI\D i RXQBEQE HQUOWHQRWHYWHHIG VUR@RLWERQW ZLWKLQ

3&%) HYDOXDWLRQ PHWKRGRORJ\ IRU VFRUH ZKLFK LV WK?'_!(LF\PHLVDaa%L%%MRLégFBéWBBWHVRéLW#M%OJ DQG PRQLWR

FHUWLILFDWLRQ GHVFULEHG LQ WKH QH[W VHFWLRQ EXW DOVR DOORZV FKDL
LQGLUHFW HPLVVLRQV E\ DFWLYLW\ EUDQFKHV D FRUH DVSH

$OWKRXJK WKLY LOQYROYHV LGHQWLI\LQJ HPLVVLRQV DW WK
VFRSHV WKURXJK HQHUJ\ FRQVXPSWLRQ DQG LQGLUHFW VFF
$VVHVVLQJ FOLPDWH DQG HQYLURQPHQWDO ULVNV SRVHV D76HBoPﬁP&doﬁ§JPIO\N|3 |Q§HSFW|:FO Q%WWLW%WLFF VERQ@ IRRW
VHYHUDO UHDVROV FRQFHQWUDWLRO RI HPLVVLCRQV LQ WKH ILQDO SURGXFWV F
WKH HPLVVLRQV QHFHVVDU\ IRU LWV SURGXFWLRQ DQG IURP
JLUVWO\ WKLV LV EHFDXVH RI WKH FKDUDFWHULVWLFV RIWKOHV SR WP GW UWOR L RAGKOF W GRSIH 8 KY D IOPO-O RIDWWIR SV R G X F W
HVSHFLDOO\ WKRVH RI D FKURQLF QDWXUH WKH HIIHFWV Rl ZKLFK PDQLIHVW WKHPVHOYHY JUDGXDOO\ RYHU
WKH YHU\ ORQJ WHUP ,W LV WKHUHIRUH QRW RQO\ D PDWWHY R IL B VR KR VSDW'ﬁHR%bﬁﬁLVL@%LLWGWLRQ'RUPDW'-RQ
ZLWKVWDQG D WHPSRUDU\ VKRFN EXW DOVR RI EHLQJ DEORWER T WR W KIHEDYHDRL WR Gl WAl MRIMQWRQY 7KLV L

WKDW LQWHUQDWLRQDO FRPPLWPHQWY WR UHGXFH HPLVVLRPAPBYH QrW PHW

$00 DQDO\VLV PXVW EH VXSSRUWHG E\ YHULILHG LQIRUPDWPR® Ndy QW HAk K& LDWGL'-\Y%WWH'%W\‘PD&%%W&BD@—W#GH[SRVXU'
WKDW WKH DYDLODEOH GDWD LV ERWK VXIILFLHQW DQG UHJYLDE®D HF RERE Qi Ww W K RWy kIRW YT DR L %ﬁg&l_m%%w

VWLOO VFDUFH DQG HVWLPDWHY KDYH WR EH XVHG DERXW ZLKQ_IIRKJW@(\MB%QP[)\RHHW\KLLJVQHIWEM%W >P\§3
HVWLPDWHY IURP RIILFLDO VWDWLVWLFV RQ°HPLVVLRQV L

/IDVW EXW QRW OHDVW WKH QRYHO QDWXUH RI FOLPDWH ULXNWNKNHNRBHQW K[V HAMW IHVD R \RW EHHHW P NHKQ DQWR VHUYHYV
DFFRXQW 7KLV QRW RQO\ UHTXLUHV GHYHORSLQJ FHUWDL@\RRBR EFRPLSHIG \H L QWKHPQB O ® H VEXW DYDY B DEFOTHK LU H V
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20 WKH RWKHU KDQG LW PXVW EH WDNHQ LQWR DFFRXQW WHKH VZDIL QIO BNDO L QR I/Q & X\WLR G@VIH DW VFEBGH@HUJ\ DQG
IDFLOLWDWRUYV FDQ FRQWULEXWH WR WKH WUDQVIRUPDWLRQ/MRIDHGS V LB 2/ RV WIKIHQ S & R EOMPRIIR® \O HEXGV WRK BQ X QGHUH
GR QRW KDYH WKH FDSDFLW\ WR OHDG WKH FKDQJH 7KLV PHDQ V\(%Z'D * S HE VDWLRQ

REMHFWLYHV FDOQQRW EH VHSDUDWHG IURP WKH IXOILOPHQW R\6 fEﬁ \Qﬁ‘ gﬁ%ﬁ&%&g\% R/'? \[’)\\/Aé)-FB \5;E:PVHFHV$DB
OQDWLRQDO DQG (XURSHDQ OHYHO 7KH PRQLWRULQJ RI WKH§? &\/G TR L[BRI'-;') \V/VKH\}){III QH L o) WHPS%UD
IUDPHG ZLWKLQ WKH JHQHUDO SDWK RI HPLVVLRQ UHGXFWLRQY & T A SR 0y WHUP 20 WKH RWKHU KOG LW VKR

KDYH EHHQ DGDSWLQJ WKHLU H[SRVXUHY WR D FKDQJLQJ
6HQVLWLYLW\ DQDO\VLYV WKH WUDQVIRUPDWLRQV WKDW KDYH RFFXUUHG LQ UHFH

7KLV DQDO\VLV LV HVVHQWLDO IRU LQFRUSRUDWLQJ FOLPDWHRUMKRW 4t @dv R Uy R VWHIXEOVL RROP BHENAV VAW WW Ly DUH

FDSLWDO DGHTXDF\ DQG WKHUHIRUH WKH EDQN V VROYHQF\ GWPHPER | RYFOXEELH VBV WHEXWXQOWLQJ LQ ORDQ ERRNN\
LV WKHUHIRUH GLIILFXOW WR GHWHUPLQH IRU H[DPSOH

R
7KH (XURSHDQ &HQWUDO %DQN LV FRPPLWWHG WR SURPRWLGQGRWHKbW WD EH R4 DFFABOWKRDYW Z¢LDbOH PROWH UUW OLVH RYHU WK
RUJDQLVHG D FOLPDWH VWUHVV WHVW H[HUFLVH IRU WKH ILUVW KDOI RI WKH KLFK ZHUH

U owV z
SXEOLVKHG LQ -XO\ 7KLV LV D ILUVW H[HUFLVH GHYHORSHGRRYYWIKH WK LYHEXQLPUWW G RIQRRW PWWVRQ DRI LQVW WKH
XQFRQVROLGDWHG PHWKRGRORJLFDO VXSSRUW +RZHYHU WRPYHUIPWKYR HAREOFH GWREDEO\ OHDG WR
LQWHUQDO DSSURDFKHV WR WKH DVVHVVPHQW RI FOLPDWH YR@PRWLOLW\ U JUHDWHU H[SRVXUH WR DFXW

K
X0 J P U
JRU PDQ\ SDUWLFLSDWLQJ HQWLWLHV WKLV H[HUFLVH RQOBREVROWHKEBVHURRREGLWIL RIVR UMD WY RIREV IERPHH ¥R IRUHVHH
RI DFWLYLW\ RQ PDUJLQV WKH HPLVVLRQV RI WKH ODUJKARWOBXYNRAWHVK b HBRBLW KO QHHGE\L!I WKH VFHQDULR |
FHUWLILFDWHV IRU WKH SURSHUWLHV KHOG DV FROODWHUDO ,Q DGGLWLRQ WR WKLV H[HUFLVH %DQNLQWHU LV
GHYHORSLQJ LWV RZQ VHQVLWLYLW\ DQDO\WHV VWUHVV WHVYSRVEIMH® RW K\RG IROORZLQJ FULWHULD

$OLIQPHQW ZLWK WKH VFHQDULRY DQG SURMHFWLRQV7RH HJBEBVEWUW KFHH WHKW BRERQOMLW WYHRRQXQLHUVWDQGLQJ WKH
WKH )LQDQFLDO 6\VWWHP 1*)6 7KLV FROODERUDWLYH JUR&SKRZD @HKHASDEH FHOWLUDWLED QOMKHP RU SODQ WR GR VI
VXSHUYLVRUVY DQG RWKHU REVHUYHUV LV EXLOGLQJ D IGBIFHORBNARWD FQRFDWMLY HVEGHPQ D 8 RQULW DWMKDR\Q VWUDWHJ\

GHILQHV D VPDOO QXPEHU RI UHOHYDQW VFHQDULRV _HD FKDUDEWH LY \ \ge%;lw 5 Lle CILEDWL
SURMHFWLRQV RI PXOWLSOH YDULDEOHYV RI LQWHUHVW D(i/ ggﬁggﬁu 0 »?'— I%‘KE(QQ F IVEI %g-\ f\}ﬁ(‘% A
SURYLGHV WKH HQWLWLHV ZLWK DW WKH YHU\ OHDVW D/ERBE DQ G K R Wkh Suteshs
IUDPHZRUN RI UHIHUHQFH WKXV SURPRWLQJ FRQVLVWH%EM (SLF D¥| gﬁ(_ '\‘|7 ByE

¥ Wi W <

RXW E\ WKH GLIIF 7KH SURJUHVV PDGH LQ UHFHQW S FXVWRPHUV DQ(
QRWHZRUWK\ SDUWLFXODUO\ WKH VR FDOOHG SKDVH ,9 LV ODVW SKDVH DV

DOUHDG\ H[SODLQHG LQ WKH VHFWLRQ RGRDWHIH LD®ZW\K DRYID @'Y K HVKBHLREDBWWR XQGHUVWDQG WKHLU UHDO H[SF
DFWLYLW\ RI FHUWDLQ DFXWH SK\VLFDO ULVNV DUH UHGXFEHBUDW RXKH FRXQWU\ OHYHO DQG WKHVH JDLQ
HQRUPRXV SURPLQHQFH ,QGHHG ODVW \HDU LW ZDV DOUHDG\ FRPPHQWHG WKDW WKH RYHUDOO

HITHFW RQ JURZWK FRXOG QRW EH LJQRUHG DOVR FRQVLGHUL(%JQV\WWMF XWX P R_QLYWRGQFRXUDJIJH WUDQVIRUPDWLR
ILQDQFLDO DVVLVWDGQF
R

H
6HFWRUDO DV\PPHWU\ RI HIIHFWV 7KH WUDQVPLVVLRQ RI VKRENV VXFK DV WKH RQH
DVVRFLDWHG ZLWK WKH 'HOD\HG WUDQVLWLRQ VFHQDULR LRS’VWTUA £ R\ Go/y RN P R W R RL
PXVW FRQVLGHU WKH DV\PPHWU\ RI HITHFWV RQ GLITHUHQWREBHSRKRWR | VOERA  QMRFRHVEEH
FDUERQ IRRWSULQWYV RI WKH ILQDO SURGXFWV ZKLFK LQYRIVHARBBOYsARPRFNVEUHDG

RI H
WKURXJK YDOXH FKDLQV 7KLV LV SDUWLFXODUO\ WUXH IRY WERBRWLWBHRQ & LVNWHRZHYHKYS WK ih & REIFRUVERUDWH VSHI
SURSDJDWLRQ RI WKH HIIHFWV PXVW DOVR EH FRQVLGHUHG MR W K RWRWY K (& v iR AR LR R W HY i B WREWRURQ H[SHEW!

DOVR WUDQVIHUUHG WR LWV VXSSOLHUV HYHQ LI WKH\ GRR@RW ¢ QY §RYUB WHDMAL HGIR @ K WRYHR W EKKIUW RO R v
SURGXFW ,Q RWKHU ZRUGV ZH FDQQRW DVVXPH WKDW WKH HITHFWV RI VXFK VKRFNV ZLOO QRW

VSUHDG WR D JUHDWHU RU OHVVHU H[WHQW WR DOO SURGXFWLYH VHFWRUV LQ DQ HFRQRP\ ZKHUH
DFWLYLWLHYVY DUH VR LOQOWHUUHODWHG 7KLV LV VRPHWKLQJ ZH FDQ FXUUHQWO\ VHH DV D FRQVHTXHQFH RI

gﬁW@W&DO QRW RQO\

\% dDJD{)\I/lKQ'J EXW DOVR D\
P

LVVLRQV
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IRUZDUG ORRNLQJ LQIRUPDWLRQ WR DVVHVV SK\VLFDO U

FROODWHUDO DQG WKH GHYHORSPHQW RI SURGXFWLYH DI
/QFOXVLRQ RI FOLPDWH FKDQJH ULVN LQ WKH FUHGLW ULVN D$RBRYBA FURTUMEW LOIRUPDWLRQ RO H[SRVXUH WR FHU\

,Q RUGHU WR LQFOXGH WKH ULVN RI FOLPDWH FKDQJH LQ WKHUPQMNODHQFWNQRIDY Q4L WKR WiV S M W WRHQV KBYDLODEOH
WDNHQ WKUHH LPSRUWDQW VWHSV RITHU PXFK OHVVY GHWDLO 7KLV LQIRUPDWLRQ ZLOO EH XV

D ,QFOXGH LQIRUPDWLRQ UHODWHG WR FOLPDWH FKDQJH URVAQLW KH \RRHUKRERYpYR WKDW WKH ULVN FRPPLWWHH ZLW
GHFLVLR LPDWLRQ RI WKH HIIHFWV Rl FOLPDWH
&RUSRUDWH 60( FXVWRPHUV

F
$QG | FK QHWZRUN LQ LWV FRPPHUFLDO DFW
(PLVVLRQV LQIRUPDWLRQ IRU HDFK FXVWRPHU ,Q WKH ghYK Rz MIID Wik MEKH FQ D W WU § XEPE VBEHMy Lo QHHG RI LOY
Q

R
.
WKHP WKH SXEOLVKHG HPLVVLRQV DUH LQFRUSRUDWHG ,Ip¥kH WwX¥%W R PRIW QY ISX KM WRRALHQWLDO ILQDQF
HPLVVLRQV ZKLFK LV WKH FDVH IRU WKH PDMRULW\ RI %DQNLQW S R Rl VPDOO DQG

PHGLXP VL]HG HOWHUSULVHV WKH LQIRUPDWLRQ RQ HVWZQIEVLY%E'H\\/‘{/LWLW - RQ PRI eI\ HIGRQWIHFMWHG IRU HDFK

=
-~
T
I
U <
=

WKH 3&$) PHWKRGRORJ\ DSSURY KH SURSRVDO FRQVLGHULQJ ZKHWKHU WKH FOLP
DVSHFWV RI SULFH WHUP DPRXQW DQG JXDUDQWHHV
,QIRUPDWLRQ RQ WKH FOLPDWH UDWLQJ RI HDFK FXVWRj DZWW KR UK HY R HP 0B ohR FRVGLVA J6 WKW
GLDORJXH ZLWK WKHP HVSHFLDOO\ RQ WKH KLJKHVW ULVNV DQG WKLV ZD\ LQFRUSRUDWLQJ IDFWRUV
UHODWHG WR FOLPDWH DQG WKH HQYLURQPHQW LQ GHFLVLRQ /IiNEGRSON ZKR & RRIFMNHER QR WAGD WwURWMYY DUH WKH 'V
SURFHVV ZLWK FXVWRPHUV ZKRVH WUDQVLWLRQ ULVN LQGLHBWRUVMMNIKHIKVRUWHKOCKHUMWRRG WKDW FOLPDWH ULVN L)\
RSHUDWLRQDO UHSXWDWLRQDO OLTXLGLW\ DQG PDUNHYV

L

ODQGDWRU\ TXHVWLRQQDLUH 7KLV JURXS UHSUHVHQWVoBSHFIRIBRPIVIVRHVH DRYIDWWKAHHY LQWR WKH DXWKRULVDYV
SRUWIROLR ,Q VXFK FDVHV WKH UHODWLRQVKLS PDQDJHUIWDHOMY PREFRQY RYRWLEBRVZLWK DK WLRO DQDOVW
FXVWRPHU ZLWK WKHVH REMHFWLYHV XQGHUVWDQG DQG DXWKRULVH WKHVH WUDQVDFWLRQV

8 7R ILQG RXW WKHLU RSLQLRQ RQ KRZ FOLPDWH FKDQdbH&RLEMHD! I HHEWWYI WHKHIPEOHPHOW DQ LQFOXVLYH
DFWLYLW\ ERWK DV D UHVXOW RI SK\VLFDO ULVNV DQGAMBAISERWIRRQYLYNWK FRPSDQLHV DQG LQGLYLGXDOV E
8 )LQG RXW DERXW WKHLU SODQV WR UHGXFH WKL?FMENEWLHY &AW VRV P HYYHLWHHQKRXVH JDVHYV

DFWLYLW\ RU UHGXFLQJ WKHLU JUHHQKRXVH JDV HPbNW¥RRYRUYWH O@0F it XVRERWHEWWERUWIROLR D QHZ LQGL
LPSRUWDQW WKDW WKH FRPSDQ\ KDV HVWDEOLVKHEGKkR SHAPYERQRWY WM LD ISPARUNRY LIPV YW LQJ WR RI WKH &l
DFWLYLW\ DQG WKDW LW FRPSOLHV ZLWK LW 6SDLQ DQG 3RUWXJDO LQYHVWPHQW LQ FOLPDWH ULVN FRQ)\

8 7R ILQG RXW DERXW WKH LQYHVWPHQWYV SODQQ®G WwRH MMKUWJB XN SRUHV RO RW MWK HUH DUH UHVWULFWLRQV
SRVVLELOLW\ WKDW %DQNLQWHU PD\ FROODERUDWH LI DSSURSULDWH E\ SURYLGLQJ ILQDQFLQJ
IRU WKHVH LQYHVWPHQWYV 2Q WKH RQH KDQG OLPLWLQJ PDQXDO DSSURYDO WR \
FHUWLILFDWHYV ) RU * DQG ZLWK WLJKWHU HIIRUW UDWLRYV
7KH LQIRUPDWLRQ REWDLQHG LQ WKLV FRQYHUVDWLRQ PXVW EH LQFOXGHG LQ WKH ULVN SURSRVDO XQGHU |
VWXG\ DQG GLVFXVVHG LQ WKH FRUUHVSRQGLQJ ULVN FRPPLWWHRHRUHRYHU WKRVH WUDQVDFWLRQV ZLWK ) RU * FDWH.
PDQXDOO\ ZLOO KDYH WR WDNH LQWR DFFRXQW D SRVVLEC
7R KHOS LQ WKLV SURFHVV WKH FOLPDWH UDWLQJ LV DXWREOWLEHRY QY L QKR Y¥CGHG WRILWEWHPLAXWHV Rl
FRPPLWWHH PHHWLQJV )LHOGV KDYH DOVR EHHQ LQFOXGHG LQ SURSRVDOV IRU WKH FXVWRPHU V UDWLQJ

ZLWK VSDFH WR LQFOXGH WKH LQIRUPDWLRQ IURP WKLV FXVWRPHUYIGLD ORUXH

&XVWRPHUV ZLWK PRUWJDJH EDFNHG WUDQVDFWLRQV %DQNLQWHU LV LQ WKH ILQDO SKDVH RI GHYHORSLQJ D E)

FRPPLWPHOWY 7KLV LV EDVHG RQ IRXU SLOODUYV
7KH SURSRVDO DQG DSSURYDO SURFHVYVY LQFOXGHV LQIRUPDWLRQ RQ KH (QHUJ\ (IILFLHQF\ &HUWLILFDWH

RI WKH SURSHUWLHY WKDW DFW DV FROODWHUDO IRU ORDQV G2ZKMWRLQDEHPRYEARBROALFWKH ULVN SURSRVDO DQG LQ
WKH %DQN V LQIRUPDWLRQ V\VWHPV VXFK DV FOLPDWH ]RQH WMHlBBIQ\bBHoF\G@\Y)éP§U\’F¥VR§4FWLYH DSSURDEK

E $GGLWLRQDOO\ DV SUHYLRXVO\ PHQWLRQHG DQ DQDO\VL F%%ﬁ P%B\%IY%PQH\Q\W g&vﬁpl](\\VLFDO ULVN
HVWLPDWHYV KDV EHHQ FRQGXFWHG 7KHVH ZLOO EH LQFRUSRU G lI'_ k IE LDO \HDU DV
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%XVLQHVY ZLWK (6* FULWHULD LQFOXGH GHWDLOV Rl WKH GHFDUERQLVDWLRQ SDWKZD\V

,Q WKLV VHFWLRQ ZH ORRN DW WKH SURJUHVV ZLWK WKHVH % \gbBLUWLIgI RI%(%G WSW&E\OGV ZKLFK DUH XVHG DV D UHIHL

7KH GHFDUERQLVDWLRQ PHWULF IRU WKH &RUSRUDWH %DQ
6XVWDLQDELOLWY SROLFA JUHHOKRXVH JDV HPLVVLRQ LQWHQVLYH DFWLYLWLHV LQ %C

6HH LQIRUPDWLRQ LQ FKDSWHU %XVLQHVV VWUDWHJ\ DBE\GYURFIHIWWHY B@ERDUG RRYHUBBWRHYV LQ DQG KDV EHH!
LQFRUSRUDWHG DV DQ LQGLFDWRU LQ WKH 5LVN $SSHWLWH
6FHQDULR DQDO\VLV

)RU D JURZL VXFK DV %DQNLOWHU WKHVH REMHFWI
7KH LQFRUSRUDWLRQ RI FOLPDWH IDFWRUV LQWR WKH EX VW&JS,WUHHb\prd')W_@#\%§(I§|,¥I-\I/OI$1SFIBI-L|J%WQ@VDWLRQ 30D«

FDSDFLWLHV WR DVVHVV WKHLU HIIHFWV LQ WKH ORQJ DQG ¥ pr\yz\g_JRyyU RiPLVVLRQV PHDPADOIH®R Q CHWRRMW RV LR YARV W P F

7KLV HQWDLOV D JUHDW GHDO RI XQFHUWDLQW\ WKDW FDQQRWyBY#R FEN q@ W KR LR GR R R WWEWWJM
ODFN RI HPSLULFDO HYLGHQFH EXW DOVR EHFDXVH DFWLRERBERLUEVRF RLRAWE &5 B0 HHAL Hlél? @ng LW LV FR
DJUHHPHQWYV WKDW DUH QRW HDV\ WR DFKLHYH 7KH DSSUR§YLPAWH WARRE WB!}MVFRQMVU-IW\(N!(MUW/KHUH

VFHQDULR DQDO\VLV DV SRLQWHG RXW E\ WKH (XURSHDQ %DQNLQJ $XWKRULW\ LQ LWV (%$ 5HSRUW RQ
PDQDJHPHQW DQG VXSHUYLVLRQ RI (6* ULVN IRU FUHGLW L Q\BW LW \RIORORZ \b MK i QLYW W@ WIQM: IR IU P O 7\4<H-|FWRUV WR EH
EXVLQHVV VWUDWHJI\ PXVW EH GHYHORSHG XVLQJ D EDVHOLQI—PHWHJ(QEULR e FXUUHQWO\ 1HW —HUR

SHU WKH 1*)6 GHILQLWLRQ DQG SURMHFWLRQV &€ DV D EHQFKP, U §| FHG HPLVV
VWUHQJIJWK RI WKH EDQN DQG LWV VWUDWHJI\ XQGHU WKH I,r Ef DEWLYLW
VFHQDULRY EHFRPH UHDOLW\ HVSHFLDOO\ WKRVH ZKHUH DF Y_|§/R W ﬁ/

GHOD\HG GLVRUGHUO\ LQ WKH 1*)6 WHUPLQRORJ\

, i R FRQFQ XML H GUDZQ IURP \
2Q WKH RWKHU KDQG DV SUHYLRXVO\ PHQWLRQHG %DQNLQV\\;%( Eﬁgg& \;% EJ ggfﬁ% FRYH B LRY
663 DQG 663 LQ HVWLPDWLQJ SK\VLFDO ULVNV WKD @LD%QE | VML&/ g Uﬁsp B’ZE RU

PRUWJDJH ULVN SRUWIROLR 7KURXJKRXW H[SHULHQFH DQG FRQILGHQFH KDYH EHHC
, PHWULF Rl PRUWJDJHG SURSHUW\ HPLVVLRQV XVLQJ WKH VI
HFDUERQLVDWLRQ VWUDWH J\ SURSHUW\ HPLVVLRQV REWDLQHG WKURXJK WKH (QHUJ\ (IILF

WK H HFXWLYH &RPPLV LRQ DXWKRULVHG WKH LQFRUSRUDYV
%DQNLQWHU UHFRJQLVHV WKDW WKH ILQDQFLDO VHFWRU P X\ PVVR4 P VPR HNPI L UM R Yy |I_?|J|\)N dje WKHLU UHC
WUDQVIRUPDWLRQ WRZDUGV D VXVWDLQDEOH HFRQRPLF PRGHO ZKLFK DOORZ LWLJDWLQJ RUDGDSWL

WR WKH HIIHFWV RI FOLPDWH FKDQJH DQG SUHVHUYLQJ WK MEM&@&@RWQWLWLHV 7Q &2
FRPPLWWHG LQ WKLV GLUHFWLRQ DV GHPRQVWUDWHG E\ LW H Y 9),

&RPSDFW 1HWZRUN DQG LWV DGKHUHQFH WR WKH 81(3 ), H/"\b ‘BN E}i@{%ﬁvﬁ%{&&f@s@ % %Lé\;v\';\?vJHSPFf_'\‘/%Y_VR
ZRUWK QRWLQJ WKDW EHLQJ SDUW RI WKLV DOOLDQFH PHD XWU I!i'Q

FRUUHVSRQGLQJ WR LWV ILQDQFLDO DQG LQYHVWPHQW DFW IRUH LQ OLQH ZLWK WKH REMHFWLYHV

RI WKH 3DULV $JUHHPHQW RQ FOLPDWH FKDQJH 7KH %DQN K7I]3(\X\D @M—KFF—DBEQE\AD_WHRI(E{U/WUDWWH\MRIR)LFK_MHWH D UHGXFWLR
FRUSRUDWH DQG PRUWJDJH SRUWIROLR ZKLFK LV WKH PRVW Q DGKY.IMQLWR EDAUW R I|FXWW BHYZE FAQCWKIDLW WHRQVD Q G FRP
XQWLO DQG ZLOO EH UHYLHZHG SHULRGLFDOO\ ,Q WKH PADVRIRREI DWVLGXDWE GEYMPRY BZ2RQVHXWRXYQRBI LQYHVWPHQW 7|

FDUERQ FUHGLWYV ZRXOG EH XVHG DV KDV EHHQ GRQH L ® XW¥HIQWG HD UW KMRI RFIW HMK /W HHGIIRUWHWFW LQ WKH ILUVW \HDI
IRRWSULQW VHH VHFWLRQ HPLVVLRQV RIIVHWWLQJ HOHFWULFLW\ SURGXFWLRQ VHFWRU ZKLFK LQ WKH FDVH

$V PHQWLRQHG DERYH WR GHOLYHU RQ WKLV FRPPLWPHQW$ ‘Ngl H H &/ﬁ/ © I_GV:/_|II<:UV\|/-IKDI-\|/HRIFI2II_FPLF
RZQ GHFDUERQLVDWLRQ VWUDWHJ\ DSSURYHG E\ WKH *UR \? Ly H SDLQ D
VXVWDLQDELOLW\ DQG DSSRLQWPHQWYV FRPPLWWHH 7KLV L \é&z FLI Iy L%/WW?YI—?5
WDUJHWYV IRU WKH LQWHQVLW\ RI HPLVVLRQV ILQDQFHG WR % VLRQ UHGXFWLRQ

SODQV ODLG GRZQ LQ 6SDLQ V QWHJUDWHG 1DWLRQDO (QHKW W S]DQ/GK&_(WLRBWD{WS{GDQV 3E|1D(V&D DPREWDMLQHG IURP RIILF

FRXQWHUSDUWY LQ 3RUWXJDO DQG ,UHODQG 7KHVH HPLVVIMRFWRGX6WHRQY \SICROW D QGWLXQUMH WEHIBO H/DMODV IWRA % DQNL G
QDWLRQDO LPSOHPHQWDWLRQ RI WKH FRPPLWPHQWY PDGH LQ WKH 3DULV $JUHHPHQW DQG WKHUHIRUH

JLIOODU  'LVFORVXUHV 5HSRUW



ODWHVW XSGDWH ZLWK GDWD SXEOLVKHG E\ WKH

,1( RQ JUHKH RROWK OD P RPLWRURQYV RI WKHV6SEHBDVERQLVDWLRQ SD)

HFRQRP\ LQ WKH %DQN V GHFDUERQLVDWLRQ SDWK LV DWVQ®& BBRMWXJIJDO LV VKRZQ EHORZ

7KLY GHFDUERQLVDWLRQ SDWK RI WKH 6SDLQ DQG 3RUWXJDO FRUSRUDWH SRUWIROLRV LV PRQLWRUHG DQG
LQFOXGHG LQ WKH *OREDO 5LVN 5HSRUW RQ D PRQWKO\ EDVLV FRPSDULQJ WKH WDUJHW SDWK ZLWK WKH
DFWXDO XSGDWHG GDWD DRG WKH UHVXOWY DUH PDGH DYDLODEOH WR WKH PHPEHUV RI WKH

DGPLQLVWUDWLYH ERG\

7KH PDLQ REMHFWLYH RI WKLY GHFDUERQLVDWLRQ SDWK LV
PLOOLRQ HXURV RI OHQGLQJV LQ WKH HQWLUH %DQNLQWH!L
REMHFWLYH LV WKH PHWULF XVXDOO\ UHSRUWHG ERWK LQW
VXE REMHFWLYHVY DUH PRQLWRUHG XVLQJ LQIRUPDWLRQ RQ
RI DFWLYLW\ IRU WKH %DQN V HOQWLUH &RUSRUDWH %DQNLC
LOQOVWLWXWHY IRU DOO HFRQRPLF DFWLYLWLHYVY LQ ERWK 6SD

JLIOODU  'LVFORVXUHV 5HSRUW



6SHFLILFDOO\ WKHVH VHFWRUDO JURXSV DUH WKH

IROORZLQJ $JULFXOWXUH LQGXVWU\ WUDQVSRUWDWLRQ

HQHUJ\ DQG RWKHUV ZKLFK ZRXOG DOORZ XV WR DQDO\VH FDXVHV RI GHYLDWLRQ IURP WKH PDLQ
REMHFWLYH 7KH SDWKV IRU WKH VHFWRUDO JURXSVY PHQWLRQHG DUH VKRZQ EHORZ

, W VKRXOG EH QRWHG WKDW DV WKLV LV D JOREDO REMHI
SRUWIROLR LW FDQ EH DFKLHYHG WKURXJK WZR FRPSOHPHQ

%\ WKH UHGXFWLRQ LQ HPLVVLRQV LQWHQVLW\ LWVH
FXVWRPHUV GHFDUERQLVDWLRQ HIIRUWV RU E\ D UHRL
HPLVVLRQV LQWHQVLYH ERUURZHUV

JRU DQ HYROXWLRQ RI WKH SRUWIROLR FRPSRVLWLRQ \
JHQHUDWLRQ

7KH IROORZLQJ JUDSKV VKRZ WKH HYROXWLRQ RI WKH LQWH
SRUWIROLR DV ZHOO DV WKDW FRUUHVSRQGLQJ WR WKH FD!
LQGLFDWHG SDWKV LQWHQVLW\ DQG GLVWULEXWLRQ

JLIOODU  'LVFORVXUHV 5HSRUW



,QWHQVLW\

'LVWULEXWLRQ

,QWHQVLW\

'LVWULEXWLRQ

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



$v FDQ EH VHHQ WKH UHGXFWLRQ LQ RYHUDOO LQWHQVLW\ LQ LV GXH WR ERWK FKDQJHV LQ WKH VSHFLILF LQWHQ\
QRWLQJ WKDW WKH LOQOWHQVLWLHY DUH DGMXVWHG DV HPLVVLRQV UHSRUWYV IURP ODUJH FRPSDQLHY DUH XSGDWHG DQ
KDOI RI WKH \HDU KDV bQ LPSDFW +HQFH WKH WHPSRUDO GLVWULEXWLRQ RI WKH GLITHUHQW HIIHFWV 7KH IROORZLQJ J

JLIOODU  'LVFORVXUHV 5HSRUW



7R PHHW LWV GHFDUERQLVDWLRQ JRDOV %DQNLQWHU LV FOKHD/USOD GRPECDWWRHG IWR FDQ WIOH® XRXW HRWDDWHRRUWJIDJH ¢
SURPRWLQJ WKH UHGXFWLRQ RI LOQOWHQVLWLHY LQ WKH IDFBRRWKKDQJBIGLQUBODWGBLEXWLRQ SURYLGLQJ WKH

QHFHVVDU\ VXSSRUW VR WKDW FXVWRPHUV FDQ WUDQVIRUP7}?|9Q/6DRG§D|_§WIV\\/\B<I_IP \HHM\YHWE\I{)WRI?[%J\B%%FLJ_I\?\; WKH VSHHG T

DQG HQYLURQPHQWDOO\ IULHQGO HFRQRPA 31,(& Rl 6SDLQ DQG LWV FRXQWHUSDUWY LQ 3RUWXJDO D
+RZHYHU LW FDQQRW EH LIJIQRUHG WKDW WKH ODUJHVW VRKBKN HXRIQG HGHKERXMNER QDVB W IFRRP HWI VKR X\WOG EH QRWHG KR
FRPEXVWLRQ RI IRVVLO IXHOV VR HIIRUWYV LQ WKH FRPLQJ DHIOUY EZE& OOL WRKF XWKR QRV MEV\V O QMWALIDWOD/AR QM GXHFGRAFWLRQ SOD
GHSHQGHQFH RQ WKHP $JDLQVW WKLV EDFNGURS %DQNLOQWHWHYYQBMHHF®R PDQH QBRIYHBHOYGYMMHGPRWUBIQ HIWHUQDO ERG\
GHPDQGLQJ LQ WHUPV RI FRPSOLDQFH ZLWK GHFDUERQLV I.\)?g FWILYH | LQQ] |

H Z'I_. 9 QWHU \%
DFWLYLWLHY WKDW DUH LQFRPSDWLEOH ZLWK HPLVVLRQV U EW& H . (15
FKDQJH G PR K L D 5

,Q WKLV UHJDUG QHZ FKDQJHV KDYH EHHQ LQWURGXFHG LQ WKH VHFWRUDO ILQDQFLQJ JXLGHOLQHV WKDW
WLIJKWHQ WKH DGPLVVLRQ FULWHULD LQ WKH H[WUDFWLYH DQG HQHUJ\ VHFWRUV 6SHFLILFDOO\ %DQNLQWHU
ZLOO QRW ILQDQFH

WR FXVWRPHUV LQ ZKLFK PRUH WKDQ RI WKHLU DFWLYLW\ FRQVLVWV RI WKH HI[WUDFWLRQ RI
WKHUPDO FRDO DQG ZKR GR QRW KDYH D GLYHUVLILFDWLRQ RU GHFDUERQLVDWLRQ VWUDWHJ\ ,W DOVR
XQGHUWDNHY QRW WR KDYH H[SRVXUH WR WKHUPDO FRDO PLQLQJ IURP

IRU FXVWRPHUV ZKR KDYH D VLJQLILFDQW LQVWDOOHG FDSDFLW\ RI FRDO ILUHG SRZHU

JHQHUDWLRQ RYHU DQG GR QRW KDYH D GLYHUVLILFDWLRQ GHFDUERQLVDWLRQ VWUDWHJ\ ,Q OLQH
ZLWK WKH GHFDUERQLVDWLRQ REMHFWLYHV RI WKH %DQN V ILOQDQFLQJ SRUWIROLRYVY %DQNLQWHU
XQGHUWDNHY WKH FRPPLWPHQW WR IURP QRZ XQWLO SURJUHVVLYHO\ UHGXFH WKH SURYLVLRQ

RI DQ\ W\SH RI ILQDQFLQJ WR FXVWRPHUV IRU ZKRP HQHUJ\ JHQHUDWLRQ IURP FRDO GLUHFWO\
UHSUHVHQWY PRUH WKDQ Rl LWV LQFRPH LQ FRQVROLGDWHG WHUPV

IRU FXVWRPHUV WKDW KDYH VLIJQLILFDQW DFWLYLW\ LQ WKH ILHOG RI XQFRQYHQWLRQDO RLO DQG JDV
HI WUDFWLRQ WDU VDQGV K\GUDXOLF IUDFWXULQJ DQG RU H[SORUDWLRQ DQG SURGXFWLRQ LQ WKH $UFWLF
DQG RU XOWUD GHHS ZDWHU >8":@ WKDW UHSUHVHQWYV PRUH WKDQ Rl WKHLU WXUQRYHU DQG
WKDW GR QRW KDYH D GLYHUVLILFDWLRQ RU GHFDUERQLVDWLRQ VWUDWHJ\

%DQNV KDYH D UHVSRQVLELOLW\ WR KHOS ILQDQFH WKH WUDQVLWLRQ WR D VXVWDLQDEOH HFRQRP\ DV
IDFLOLWDWRUV RI FUHGLW +RZHYHU WKLV WUDQVIRUPDWYRY LSURYEM VAL WEVE *URY Xk MWOFHHWLRWKHU W\SHV RI

LQFHQWLYHY DQG FHUWDLQWLHY UHJDUGLQJ WKH WHFKQR R H H
WKH ILQDQFLDO VHFWRU 7KHUHIRUH WKH *URXS V GHF \B(EQ% I\_Ié\—}w \@% f%é‘D Gglé] R %%WV%' Q/%QF-'S/YVH://V\IgggéV\;
FRPSOLDQFH ZLWK WKH QDWLRQDO REMHFWLYHYV VHW DQG 2/H H I-||_I$V %% E’R IW\ A)g I;:Q MM%L WR GR WKLYV

'HFDUERQLVDWLRQ REMHFWLYHVHRPWODIR@RXWRRWOLR 7Q &EMHFWLYH LV WR KHOS RXU FXVWRPHUV FRPSDQLHV DQ!

VVHV RIIHULQJ WKHP ILODQFLQJ ZLWK SURGXFWV WKL

SURFH
7KH %DQNLQWHU *URXS KDV HVWDEOLVKHG D SDWK WR GHFBEERQB M L WY VP RW IV P HpSl |5\QE38|WWKL,@JH“HFWV R
WKH VDPH VI\VWHP DV IRU LWV FRUSRUDWH SRUWIRO ISR U7 KHyy LV WKH VDPH WRQQHV RI &2

PLOOLRQ HXURV ILQDQFHG 7KH JRDO IRU LV WR UHGXFH WKH HPLVVLRQ LQWHQVLW\ RI WKH PRUWJDJH
SRUWIROLR E\ FRPSDUHG WR JURP WKH 5LVN DUHD WKH SRVVLEOH FROODERUDWLRQ ZI

LQGLEDWRUYV VXFK DV WKH SUHGLVSRVLWLRQ RI D FRPSDQ\
JRU LWV FDOFXODWLRQ WKH HPLVVLRQV LQFOXGHG LQ WKppBH Uik H!IEEERPo AWMV P Y R uRBPFKw  wkH DQvz
SURSHUW\ DFWLQJ DV FROODWHUDO DUH XVHG ZHLIKWHG E} WkHz{RBRQUW R IHXOXHIL P AW R U EPIT KR BRI R U\ (IILFLHOF\
ORDQ DQG GLYLGHG E\ WKH RXWVWDQGLQJ EDODQFH RI WKH BRPRAFEFRAW QHHGY DQG WKHUHIRUH RI SRWHOWLDO QHHC

JLIOODU  'LVFORVXUHV 5HSRUW



7KH QHZ 6XVWDLQDELOLW\ $UHD KDV LQFRUSRUDWHG UHVSRQAIHRIOO OM\VDMWQRW HEH WA FIREG P AR ARLDDSSS RBW LW KW\ODWWHU
EXVLQHVV GHYHORSPHQW DQG WDNLQJ DGYDQWDJH RI EXVLQ@HWK RESSRIGNSQUWLHV WKWK EMHWUMVMRBEYMWLRQV IRU WKH (
6RPH RI WKH LQLWLDWLYHY GHYHORSHG LQ DUH WKHLU H[HFXWLRQ UHTXHVWYV IRU DLG PDQDJHPHQW RI

,QFRUSRUDWLRQ LQWR WKH %DQN V PDQDJHPHQW WR§§¥RY§¥5@}Q%§¢Q@£% W IRRGN L PO FRQVXPSWLRQ HT
RSHUDWLRQV DUH VXVWDLQDEOH DFFRUGLQJ WR WKH (XURSHDS QRP\ DQ RSHUDWLRQV

DUH JUHHQ XVLQJ WKH 6XVWDLQDEOH )LQDQFLQJ &ODVVLILFDWRRQO&HQWH U S LD/HE WHH G R VMDA IDDEUDY MY DUH VKRZ
OLQNHG )LQDQFLQJ BWUXFWXULQJ *XLGH ,Q DGGLWLRQ D QDRGCWHIQHD® DURX SV KéX VEGHDYLHDDEDIH) IDEFWORQY UHODWHG |
8QLW KDV EHHQ FUHDWHG WR VWXG\ DQG VDQFWLRQ ZKH®S®BQVD X QRSHMM WIKRIQ HF LY DPAWRKPOIOD®EHRQ RQ WKH SDU!
FRQVLGHUHG VXVWDLQDEOH RU JUHHQ DQG ZKHWKHU LW/ FQORLEDMH IU\H®S8HBDEKVQD MKHEWLKD LAKWWRPHUV E\ RII}
LQGLFDWRUV UHGXFLQJ HPLVVLRQV LPSURYH WKH HIILFLHQF\ DQG FRVW

7UDLQLQJ SODQV IRU WKH %DQN V VWDII UHODWHGL®RH \QRW DIOYD RUOWWN V HF GBDAVDLWYPH VM HYNDUH XQGHU HTXDO
GHFDUERQLVDWLRQ SODQV ULVNV DQG UHODWHG EXVLQH%Y RSISRWWX XIDWLEMYHORSHG D UDWLQJ IRU FXVWRPHU WU

&ROODERUDWLRQ DJUHHPHQWYV ZLWK H[SHUW VXSSOLY W S Xf(.'éR v LH‘\ X R '}z(H? %VggNPVR\(\gWHH'L'J
VXVWDLQDELOLW\ LVVXHV WKDW FDQ KHOS RXU FXVWHRP lﬁg (I‘S? Y é HJ%M/K %%LP HUV
GHFDUERQLVDWLRQ VWUDWHJLHV HFRORJLFDO WUDQVLWLREDQEUHREYYSERGw IR R M YWY

,QWHUQDO GLVVHPLQDWLRQ RI JRRG PDUNHW SUDF FE@PH O P Q@?UW A \ﬁvus' '}QQ,:GLFT\';GS(S(? ;ijVVKV:
XQGHUVWDQGLQJ Rl WKHLU DSSOLFDWLRQ DQG VKDULQJ H@ g QGER% lLJ %9 b b \gh@\}wﬁmxm WKH (1

QHHGV DQG RSSRUWXQLWLHV RI RXU FXVWRPHUV ILQDQFLQJ LV FDWHJRULVHG DV VXVWDLQDEOH EDVHG RQ W/
&UHDWLRQ DQG GHYHORSPHQW RI SURGXFWV ZLWK (%D @NL@WHUDKWKDWXEDWDRMIDAQ WREBURYHG WKH TXDOL

GHFDUERQLVDWLRQ RI EXVLQHVV RU KRXVHKROG DFWLYHVIWHMLFADW ¥ ®d® G W KIHE UWKHHU LR GIlFR & R GIDABHIOQ J

Q G |
i REBELAIES oINS

WUDQVLWLRQ 7KHVH LQFOXGH WKH ILQDQFLQJ Rl UHQHZD Q IRAAnE QR HE
VXVWDLQIi)EOH LQYHVWPHQW IXQGV ILQDQFLQJ OLQ{\IHGI 0 D\/ 0% U|L[)
SURSHUW\ UHIXUELVKPHQW WKDW LPSURYHV HQHUJ\ HII ;
DGGLWLRQ WR ILQDQFLQJ OLQHV DOUHDG\ VWDQGDUG DW %Dé‘NEQQ/\;%(% Bk PDéRJ\%E fSQ RYBWLERYIREWARR VROXWL
VSHFLILFDOO\ UHODWHG WR FOLPDWH FKDQJH LQFOXGH®DRQNWERUWHEXWLQOBVR SOBQWLQYRONHSSVRYLEEIIQWLWH )UDP
FXVWRPHUV ZLWK IHDWXUHV VXFK DV VXVWDLQDELOLW\ FABYWMLRIQFCHDWWD CDBYVRM [RUWWRSIHWFVIER WRRINL\HE VWUDWHJI\
FDSLWDO OLQHV IRU FXVWRPHUV RU VXVWDLQDEOH VXSSOUHMWSRQVLEOH PDQDJHPHQW DOLJQHG ZLWK UHJXODWRU\ °

%YHORZ LV D PRUH GHWDLOHG GHVFULSWLRQ RI WKH HIIRUV&&?/@?%%I—E%%&/;FWQ{E%%&,@V%?Wég%%égw&%w\?fQF%LKpHD\é

FXVWRPHUV LQ WKLV SURFHVV RI WUDQVLWLRQ WR D PRUH

YRU FRUSRUDWH EDQNLQJ %DQNLQWHU KDV GHYHORSHG%%\(/%%%%%% UR?%L%@%Q%‘@%W%EWWVSE\D/\%VQE&/F\)/EL"/&%
H

FRUSRUDWH FXVWRARBWEQLWKWHUH®@XRFWLRQ DQG WUDQVLW URQPHQW DQG VRFLHW\ 7KHVH SURGXFWV UHVS

6 &RUSRUDWH %DQNLQJ /DUJHU &RUSRUDWH %DQNLQJ EQVAWRWRUV MAHVOIHU WRWEIG b Q Y\WWOFHHRIJWHQJ VXVWDLQDEOH D
WKHLU WUDQVLWLRQ SODQV DQG GHPDQG EDQNLQJ VHUYWKHVEWRDNW VFRPPR WR HQKH MR WX ®ADIIRUPHMIILRMY DQG FRQWI
%DQNLQWHU RIIHUV VXVWDLQDELOLW\ OLQNHG ILQDQFLERWEKKHWKWBP WHUPD RE VZRAANHWY LD JIHW@BIEDO ,Q WKLV FI
VWUXFWXUHG ILQDQFLQJ SURMHFW ILQDQFLQJ DQG VXVWDOWHURPYRDIGW QHIBVAMURHEILWWHKLFOHY LQ UHQHZDEOH HQ

YHVWPHQW IXQGY DQG SHOVLRQ IXQGVY FODVVLILHG DV $U

L
6 OHGLXP VLIHG FRPSDQLHV FRPSDQLHV LQ LQWHUPHGL&Q@@VWFW\/_HM‘EW%UWE/F WH B @QuUWLFOH
XQHTXDO VLWXDWLRQ )URP PRUH DGYDQFHG FRPSDQLHV "WKDW KDYH DOUHDG\ HVWDEOLVKHG

WUDQVLWLRQ SODQV WKH\ DUH LPSOHPHQWLQJ VLPLODIR WRGIDWURQ RUBSRNDQMH % YQHELLHIW D/PRLQHUNVYWPHQW PDQDJF
PDWXUH RQHV WKDW DUH MXVW EHJLQQLQJ WR ZRUN RQ WKHYHKLBYSHRWNVWHOR U D3 VY WDRIRV VMHKHZ IARKWOG V. OHDGL
UHSRUWLQJ REOLJDWLRQV %DQNLQWHU UHFRJQLVHV WKW LIURFDHR WO O\ WRPUIRIOMH DIQEG JRIRG. GRWERWPMH JRYHUQDQ
FRPSDQLHV JLYHQ LWV VHFWRUDO NQRZOHGJH EXW QRW LQ DGYLVLQJ WKHP GXH WR WKH GHJUHH RI

JLIOODU  'LVFORVXUHV 5HSRUW



7KH PDLQ OLQHV RI PRQLWRULQJ RI LQGLFDWRUV UHODWHG WR FOLPDWH ULVNV WKDW WKH %DQN KDV
GHYHORSHG DUH DV IROORZV

0 5LVN $SSHWLWH )UDPHZRUN ,Q WZR QHZ PHWULFV KDYH EHHQ LQFRUSRUDWHG DV
GHWDLOHG EHORZ

a 6FRSH HPLVVLRQV LQWHQVLW\ ILQDQFHG FRYHUV WKH FRUSRUDWH SRUWIROLRV RI
6SDLQ DQG 3RUWXJIDO

a $YHUDJH LQWHQVLW\ RI ILQDQFHG HPLVVLRQV RI WKH PRUWJDJH SRUWIROLR RI
LQGLYLGXDOV &RYHUV DOO JHRJUDSKLHV

a +LJK DQG 9HU\ +LJK 5LVN H[SRVXUH OLPLW DFFRUGLQJ WR WKH FOLPDWH UDWLQJ LQ
WKH ORDQ SRUWIROLR FRYHUV WKH FRUSRUDWH SRUWIROLRV RI 6SDLQ DQG 3RUWXJDO

$V WKH FOLPDWH UDWLQJ HYROYHV WRZDUGYVY D JOREDO LQGLFDWRU WKDW LQFRUSRUDWHY HQYLURQPHQWDO
REMHFWLYHY WKH ODWHVW PHWULF ZLOO DOVR LQFOXGH OLPLWY RQ HQYLURQPHQWDO ULVNYV

0 ,QIRUPDWLRQ LQFRUSRUDWHG LQWR WKH %XVLQHVV _QWHOOLJHQFH PDQDJHPHQW WRRO

TKURXJKRXW QHZ LQIRUPDWLRQ KDV EHHQ LQFRUSRUDWHG LQWR WKH PDQDJHPHQW WRRO

WKDW LV FRQVXOWHG WKURXJK WKH %DQNLQWHU EUDQFK QHWZRUN 7KLV QHZ LQIRUPDWLRQ DOORZV
XVHUV WR REWDLQ UHSRUWY RQ WKH PDLQ LQGLFDWRUV RI FOLPDWH ULVNV FOLPDWH UDWLQJV IRU WKH
FRUSRUDWH SRUWIROLR DQG HQHUJ\ HIILFLHQF\ FHUWLILFDWHYV IRU WKH PRUWJDJH SRUWIROLR

JXUWKHUPRUH E\ FURVV UHIHUHQFLQJ WKHP ZLWK WKH UHVW RI WKH SUHYLRXVO\ DYDLODEOH
LQIRUPDWLRQ LW LV SRVVLEOH WR REWDLQ GDWD RQ SULFHV FUHGLW TXDOLW\ VHFWRUV RI DFWLYLW\
EHKDYLRXU JXDUDQWHHV WHUPV EUDQFKHVY DQG DUHDV HWF

0 *OREDO 5LVN 5HSRUW

7KLV UHSRUW LV XSGDWHG PRQWKO\ LV PDGH DYDLODEOH WR PHPEHUV RI WKH %RDUG RI 'LUHFWRUV
DQG LQFOXGHV D VXPPDU\ RI WKH PDLQ FOLPDWH ULVN LQGLFDWRUYV

JLIOODU  'LVFORVXUHV 5HSRUW



,| HOLJLEOH WKH DFEWLYLW\ ZLOO EH DOLJQHG ZLW|
VXEVWDQWLDO FRQWULEXWLRQ WR RQH RU PRUH REMI
SHIJXODWRU\ JUDPHZRUN VLIQLILFDQW KDUP WR DQ\ RI WKH RWKHU HQYLURQF
7KLV GREXPHQW LQFOXGHV WKH (6* ULVN GLVFORVXUH H[HUFLVHOUHIXILERE W QgtdHHP s PRCFEKHWKHY WKl DFWLYLW\ LV
&DSLWDO 5HTXLUHPHQWY 5HJXODWLRQ &55 ORUH SUHFLVHO\ 9%D-&NPEW VR VD RERDR G HX AMERQ GULKYRW M DAKEXDUGYV 066

IROORZLQJ TXDQWLWDWLYH LQIRUPDWLRQ WHPSODWHYV WKH) TFROL WA E SOEWS kN WRFR %G HFE & QuW b SHLIMWRIU Ly R

WKLV FKDSWHU RQ (6* 5LVNYV WKHVH FULWHULD LQ UHODWLRQ WR WKH HQYLURQPHQW
3UXGHQWLDO GLVFORVXUHV RI (6* ULVNV $UWLFOH b RI wihG@RZLQJI PXVW EH GLVFORVHG

7QHXPPSEOHDUNH 1DPH *$5 DOLJQPHQW IRU WKH FOLPDWH REMHFWLYHV PLWI
%DONLQJ ERRN & &OLPDWH FKDQIH WUDQVLWLRQ ULVN &UHGLW TXDOLW\(FQHH!HE\}—XQJHWE\Z/LHW\MRU HYSHRW R WKH  HQYLURQPHQWD
- - E WKDW HFRQRPLF DFWLYLWLHV WKDW
(A’QDHQUNJkQHJ,,ELFFQFF'}‘QEF\&S,LQDKV&HFEE%%WHVJBSQVLWLRQ ULVN /RDQV FROIQH\M'WWR CU':H\'IL E%WE%%W\?S&W&RW LPSO\ WKDW WKH\ DUH K
EXW UDWKHU WKDW WKH\ GR QRW PHHW WKH FRQGLWLRQV W

%DQNLQJ ERRN & &OLPDWH FKDQJH WUDQVLWLRQ ULVN $OLJQPHQW PHWULFV

7KH PDLQ QHZ IHDWXUHV RI WKH LQIRUPDWLRQ WR EH SXEOL
%DQNLQJ ERRN & &0LPDWH FKDQJH WUDQVLWLRQ ULVN ([SRVXUHV WR WRS FDUERQ LQWHQVLYH ILUPV

,QFOXVLRQ RI HOLJLELOLW\ LQIRUPDWLRQ DQG DOLJQP
%DQNLQJ ERRN & &OLPDWH FKDQJH SK\VLFDO ULVN ([SRVXUHV VXEMHFW W@?%}MW@@HQ\/\NDO REMHFWLYHV Rl FLUFXODU HFROQRF

6XPPDU\ RI *$5 .3,V UHVRXUFHY DQG ELRGLYHUVLW\ DQG HFRV\VWHPV

OLWLIJDWLQJ DFWLRQV $VVHWYV IRU WKH FDOFXODWLRQ RI *$5 Q FRPSOLDQFH ZLWK WKH UHTXLUHPHQWV RI &RPP

*$5 DGDSWDWLRQ DOLJQPHQW LQIRUPDWLRQ LV Q

2WKHU FOLPDWH FKDQJH PLWLJDWLQJ DFWLRQV WKDW DUH QRW FRYHUHGFLHQDWXHH(8D® ROWAD WLRQ REMHFWLYH

7HPSODWHYV DQG DUH UHODWHG WR WKH FDOFXODWLRGO FD QMO PHELRQ) Ry &V Kehy v BSwL @DWH RPV RINTORZ  ZKLFK ZD

LQIRUPDWLRQ WKDW LV DOVR LQFOXGHG LQ WKH 1RQ ILQDQFLBQURQGPGYWWDKEPE LEOLMG pRIRY RPAVMRGH EDVLF LOIR

EWDWHPHQW RI WKH %DQNLQWHU *URXS LQ DFFRUGDQFH ZLWK $WMLAGHY x Bil WKWK@[BI@)&?WﬁUéb@MHWQ LQ DGGLWLRQ
(8 WKH 7D[RQRP\ 5HJXODWLRQ ~ WKH '"HOHJDWHG 5HJXODWLRQ (8

GLVFORVXUH DQG 'HOHJDWHG $FWV 7KH SXUSRVH RI WKHVH bHJQO\MWH_F@QJ\REHV\MRRH\JWWE@@WKWKWKFHJLWEHUR_% WKH \HL
IRU GHWHUPLQLQJ ZKHWKHU DQ HFRQRPLF DFWLYLW\ LV FRQVLd:I-RUPH;@Q-‘-Q"WLW@F"H@W@O@XW@@QD’%MWDLQDELOLW\

FRPSDWLEOH ZLWK WKH REMHFWLYH RI FRQWUROOLQJ JOREDO ZBQHUN@ BHY YR/ Wi BWioH QRERSHP W HEKLY \HDU WK
"HDO ZLWK WKH UHJXODWLRQV DQG DOO FRUSRUDWHYV UHTX

WKH 1)5' FULWHULD DUH LQFOXGHG UHJDUGOHVV F

/Q WKLV UHJDUG ILQDQFLDO LQUVWLWXWLRQV DUH UHTXLUHG WRRSXEREWKIBUVHUKIBY 1R E 6 TR Wk EHOBWE@IWKRI L U
VXVWDLQDEOH HFRQRPLF DFWLYLWLHYVY LQ DFFRUGDQFH ZLWK WKH (8 7D[RQRP\

7KH 7D[RQRP\ 5HJXODWLRQ LGHQWLILHV VL[ HQYLURQPHQWDO REMHFWLYHV &OLPDWH FKDQJH
PLWLIJDWLRQ $GDSWDWLRQ WR FOLPDWH FKDQJH 6XVWDLQDEOH XVH DQG SURWHFWLRQ RI ZDWHU DQG
PDULQH UHVRXUFHVY 7UDQVLWLRQ WRZDUGV D FLUFXODU HFRQRP\ 3ROOXWLRQ SUHYHQWLRQ DQG FRQWURO
BURWHFWLRQ DQG UHFRYHU\ RI ELRGLYHUVLW\ DQG HFRV\VWHPV

%DVHG RQ WKHVH REMHFWLYHV WKH UHJXODWLRQV DOVR UHTXLUH WHFKQLFDO FULWHULD WR DVVHVV ZKHWKHU
DQ DFWLYLW\ LV HQYLURQPHQWDOO\ VXVWDLQDEOH

JLUVW LW LV QHFHVVDU\ WR GHWHUPLQH ZKHWKHU DQ DFWLYLW\ IDOOV ZLWKLQ WKRVH OLVWHG DV
HOLJLEOH E\ WKH (8 WD[RQRP\
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*
6FRSH RI DVVHWY DQG DFWLYLWLHY FRYHUHG E\ WKH *$5 7KH QXPHUDWRU DQG GHQRPLODWRU RI WKH *$5 UDV

5HIXODWLRQ LQGLFDWHYVY WKDW FUHGLW LQVWLWXWLR@GWHUWKRHOWH UFLWFIORVYHUWWMQOANYP@QWRMNSERUDWHY UHTXLUH
SHUIRUPDQFH LQGLFDWRUV EDVHG RQ WKHLU SUXGHQWLDO FRWRWODGDWWHMRXG WE RSH W IGH W$HU PAIOHVWBEKHQ RU QRW WKH
DFFRUGDQFH ZLWK 5HIJXODWLRQ (8 1R 7LWOH ,, &KDSWHUNKI-BI—LF[W/\URFQ LV FRQGLWLRQHG E\ WKH SURSRUWLRQ ¥

WKH WRWDOV RI WKH &RQVROLGDWHG $QQXDO )LQDQFLDO 6WDWH

6HFWLRQ RI WKH $QQXDO $FFRXQWV $FFRXQWLQJ &ULWHIILD &SanNl HE VHEWIL RO O F

Q FRQFOXVLRQ WR WKHVH FRQ
ZKRWKHU WKH\ DUH 6XEVLGLDULHY -RLQW 9HQWXUHV RU' svHLIRUWY WR FKESOVZLWK 'WKA UHYXODWLRQY DTE FROWLO:

XSFRPLQJ UHIJXODWRU\ UHTXLUHPHQWY FRQWUDFWLQJ HJ
7KH DPRXQWV FRQVLGHUHG LQ WKH *$5 DUH FRQVWUXFWHUHYLHZLQJ DQG MXVWLI\LQJ WUDQVDFWLRQV 7KH ZRUN FDU
ILQDQFLDO UHSRUWLQJ LV EXLOW JXDUDQWHHLQJ FRQVLVWSURJUHVV LQ JDWKHULQJ XS WR GDWH_ LQIRUPDWLRQ HVSH
ILQDQFLDO UHSRUWLQJ UHSRUW DQG HQHUJ\ HIILFLHQF\ FHUWLILFDWHV LQ WKH PRL
' DV WKH *URXS V PRUWJDJH SRUWIROLR ZLWK WKH XSGDWHF
DWD FRQVLGHUDWLRQV DGYDQFH LQ PHDVXUHPHQWYV DQG OHDUQLQJ IRU H[DPSOH

7KLV LV WKH VHFRQG \HDU WKDW %DQNLQWHU KDV UHSRUWLQYHVWPHQWYV ZLWK WKH FRQILGHQFH WKDW WKHUH ZLOO

7KHUHIRUH WKH DVVHWV FRQVLGHUHG LQ WKH (QYLURQPHQWDO" Qg}jggﬁ%‘«%%@# %Hﬁ(?%ﬁéé%m%g&@#ssﬁgév vi\é Bl

RN N [ A R
VLGHUDWLRQV RQ 7D[RQRP\ L

EDQN LV PDNLQJ LQ WHUPV RI GHFDUERQLVLQJ WKH HFRQRP?KH VXPPDU\ WHPSODWH ZLWK WKH PDLQ LQGLFDWRUV RI WK
,Q RUGHU WR FRUUHFWO\ XQGHUVWDQG WKH SXEOLVKHG U HYXEW-Y—V-RPH—O-RW-B-E-O-H—BV-SHFW—P3CHW—E-H—W-B-N-H-O
LQWR DFFRXQW

.H\ SHUIRUPDQFH LQGLFDWRU
7KH SRSXODWLRQ RI WKH LQIRUPDWLRQ XVHG IRU WKH FDOFXODWLRQ RI WKH 5%* ZDV REWDLQHG
IURP WKH SRVLWLRQV WKDW PDNH XS HDFK RI WKH KHDGLQJV RI WKH &RQVROLGDWH(GE #@&@OO FIOLPDWH

JLQDQFLDO 6WDWHPHQWYV FKDQJH
PLWLJDWLRQFRYHUOJH
$V LQ %DQNLQWHU KDV UHOLHG RQ H[WHUQDO SURYLGHUV WO EROW H f$ B.OSH/DRPLRMR BRR/G! |F K DRYJHMHHU WRWD O

HOLJLELOLW\ DQG DOLJQPHQW RI %DQNLQWHU V FRXQWHUSDUWLHVPEWHZD W D@ & D WK FHKD@EIBYWDWLLRERY VHW V
SURYLGHG E\ ,1)250$ ' % 6 $ 8 ZDV XVHG WR REWDL{J.WKKLRQERUPDWLRQ UHODWLQJ WR

WKH HOLJLELOLW\ DQG DOLJQPHQW RI RQ ED OD QFH—vKHHW—HFSRYH—D-6-6—HODB-HF+bB6
JXDUDQWHHV DQG 06&, ,QF ZDV XVHG IRU WKH H[SE¥XUARJHODWLQJ WR| DVVHWV XQOGHU
PDQDJHPHQW Rl DVVHWV FRYHUHG E\ WKH .3, FRPSDUHG WR WKH WRWDO DVVHWYV RI EDQ

7KH VPDOO QXPEHU Rl FRPSDQLHYV UHTXLUHG WR UHSRUW DFFRUGLQJ WR WD[RQRP\ DQG WKH
GHPDQGV Rl '16+ UHTXLUHPHQWY PHDQV WKDW FHUWDLQ ILQDQFLQJ RSHUDWLRQV FOHDUO\
DVVRFLDWHG ZLWK WKH WUDQVLWLRQ WR D FDUERQ Q%XAMIDDJGR—IZ:QR(BRWKPEDUHSQRDMVLQFOXGHG LQ WKH
DOLJQPHQW UDWLR %DQNLQWHU KDV D VLIQLILFDQW SRUWIROR L0 WKH LI ODOEI O 710G

*$5 LV DQ LQGLFDWRU WKDW VHHNV WR UHIOHFW WKH H|
VRODU IDUP SURMHFWYVY WKDW FDQQRW EH LQFRUSRUDEDODQFH VKAHW DUH BOCIJQHG ZLWK WKH (8 WD[RQRP\ ,Q W

,QFOXVLRQ LQ WKH GHQRPLQDWRU RI WKH *$5 UDWLR LQGLFDWRU IROORZLQJ WKH UHJXODWRU\ GHILQLWLRQV RI
60(V ZKHQ WKHVH DUH QRW UHTXLUHG WR UHSRUW LQLQFOXGHG DQG H[FOXGHG LQ WKH QXPHUDWRU DUH VKRZQ E

,WHPV LQFOXGHG LQ WKH QXPHUDWRU RI WKH *$5 UDWLR

7KH SRSXODWLRQ DQG DPRXQWV RI WKH LQIRUPDWLRQ WKDW
\HDU HQG $QQXDO &RQVROLGDWHG )LQDQFLDO 6WDWHPHQW:'
KROGHU RU LWV SDUHQW FRPSDQ\ LQ WKH FDVH RI OHJDO H

7KH H[SRVXUH UHIOHFWHG DV HOLJLEOH DQG DOLJQHG IRU H
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ORUWJIDJH SRUWIROLR /RDQV WR LQGLYLGXDOV ZLWK
SXUFKDVH WKHUHRI 7KH LGHQWLILHG SURSHUWLHYV |[SRQFEHSW " SOLJQPHQW PLOOLRQY Rl (85

ULV UL viir vy (R SVANRAY vV i

WD[RQRP\ UHIXODWLRQV UHJDUGLQJ WKH GDWH RI FREOWWKKFWWLRQ RI WKH SURSHUW\ LWV
(QHUJ\ (IILFLHQF\ &HUWLILFDWHV HQHUJ\ FRQVXPSWL PDWI E IRG SRVVLEOH
LQIOXHQFHV RI SK\WLFDO ULVNV UHVXOWLQJ IURP FOL ggwlquELg )‘%_u R‘]'RJ% ﬁp\%’%&% FRPSOLDQFH

Uy
ZLWK WKH '16+ 3URSHUWLHV DVVRFLDWHG ZLWK WK)HQDRB@F@ZFF_R?JSDSM-\HM_FDO ULVNV DUH
H[FOXGHG 7ZRWDO

i 5LVN RI PDULWLPH IORRGLQJ LQ DUHDV ZLWK D PHGLXP WR RFFDVLRQ SUREDELOLW\
) 7KLV \HDU D UHFDOF XODWLRQ RI WKH *$5 UDWLR IRU WKH \
U S5LVN RI ULYHU IORRGLQJ LQ DUHDV ZLWK KLJK SURKRBLPANW\PHWKRGRORJ\ DV WKH FDOFXODWLRQ IRU WKH \

i 5LVN RI ILUH LQ DUHDV ZLWK OHYHOV RI ULVN KLJKHULRK¥E&H \HDU ZDV UHSRUWHG

i B6HLVPLF ULVN LQ DUHDV ZLWK D KLJK OHYHO RI SQREEE HLFQ WR SXEOLVKLQJ D *$5 UDWLR DOLJQHG ZLWK -
ORW VKRZ %DONLQWHU V HITRUWV LQ LOYHVWLQJ LQ «
i 9ROFDQLF ULVN LQ DUHDV ZLWK D KLJK OHYHO lemmMG:lRwLGLEXWH WR WKH WUDQVLWLRQ WR D ORZ FDUERC

SBRUWIROLR RI ILQDQFLDO DQG QRQ ILQDQFLDO FRPSDQLHAVORUWRBIH HBRURY MRIORRHZ FWR SHDVQULHWDWHG &HUWLILFDWH
WKDW HLWKHU E\ WKHPVHOYHV RU WKURXJK WKHLU SDUHQW FRPSD \ UHSRUWHG HOLJLELOLW)\ DQ

G
DOLJQPHQW LQ WKHLU UHSRUW DFFRUGLQJ WR WZR FULYIPR pPRUWIROLR LQWHQGHG WR ILQDQFH LQYHVWPHQ
ZKLFK WKH KROGHU LV QRW UHTXLUHG WR UHSRUW DFF

8 *HQHUDO ILQDQFLQJ RSHUDWLRQV LPSXWLQJ WR WKH HISRVXUH WKH SHUFHQWDJH RI
HOLJLELOLW\ RU DOLJQPHQW UHSRUWHG E\ WKH FRPSBHWEHPLRYRK!Is QP QKL MR | KHRPHRZQHUV ~ DVVRFLDWLF
EHORQUIV ATl FLHQF\ PFESURYVHPHOWY 10 EXLOGLOJV LQ D OLQH L

8 7DUJHWHG RSHUDWLRQV ZLWK FRUSRUDWHV VXEMABWSWERRQ)B! ARPS OHORFHLYUWK WKH 7D[RQRP\ 5HIXODWL
FRPSOLDQFH zZLWK "16+ .H\ LOQGLFDWRUV RI VWRFN H[SRVXUHV

3RUWIROLR RI ORFDO DGPLQLVWUDWLRQV H[SRVXUH YHVWRHOWYV P DWW, | LQ
SXEOLE KRXVLQJ RU SURMHFWY WKDW VXSSRUW DO HeGRBRG et WEw BRI GHE 2100k WER Shmnesa it
7D[RQRP\

,W LV HVSHFLDOO\ VLJQLILFDQW WKDW %DQNLQWHU KDV D
*
WHPV H[FOXGHG IURP WKH QXPHUDWRU RI WKH *$5 UDWLR FRPSDQLHV LQ LWV FRUSRUDWHY SRUWIROLR DQ H[SRVXUH

JRU QRQ ILQDQFLDO FRUSRUDWLRQV H[SRVXUH QRW VXEMHEMFMR/H)KEHE BUFHOREWGFRBRESDIOL WX ENW OB EWHEGE WR UHSRUW !
IURP WKH WRWDO H[SRVXUH UHIOHFWHG LQ WKH )LQDQFLDO %WPVEHF(’)TRI\(VV

7KH H[SRVXUH RI FRXQWHUSDUWLHV LQ QRQ (8 FRXQWULHV
DOVR H[FOXGHG WKH JURVV ERRN YDOXH IRU QRQ (8 FRxgvmw%%$g%§www%%£m&éﬁmﬁ$ &k%é{LE\INH\kHWT_HFRHUQS
VWDWHPHQWY LV LQFOXGHG QLQ

WKH FULWHULD IURP SUHYLRXV \HDUV WKH PRUWJDJH
)LQDOO\ DOO H[SRVXUH UHODWLQJ WR GHULYDWLYHV LQ\M/HKLIHEBQNUOR[B'I(DI\LFFE.QQCFNFLEP@@RFBWHQD’\QGRFUVWKROLRV RI EXL
DVVHWV VXFK DV JRRGZLOO FRPPRGLWLHVY HWF LV H[FOXGHRBUWIROLR UHSRUWLQJ 1)5° GXH WR WKH SHUFHQWDJHV S)

%HORZ LV D WDEOH VKRZLQJ WKH DPRXQWYV RI HDFK EDODQEMQ/RPBLI-R/\PWWHP VIYéEOY(%FI)-l'—é I%F\)/RI?)<8LJQHVG LL%\% "85 TKH UF
*$5 UDWLR

L, QIRUPDWLRQ UHJDUGLQJ WKH *$5 LQ WHUPV RI IORZ

%DQNLQWHU GLG QRW GLVFORVH WKH DOLJQPHQW LQIRUPDW
RI '"HFHPEHU

JLIOODU  'LVFORVXUHV 5HSRUW



+RZHYHU %DQNLQWHU GRHV SXEOLVK WKLV LQIRUPDWLRQ IRU WKH \HDU IRU WKH ILUVW WLPH
FRQVLGHULQJ DOO UHJLVWHUHG WUDQVDFWLRQV UHQHZHG RU QRYDWHG GXULQJ WKH HQWLUH UHIHUHQFH
SHULRG

7KH *$5 UDWLR LQ WHUPV RI IORZ RYHU LQFRPH LQ LV DQG RQ &%$3(; LV

THPSODWHYV

6HFWLRQ 5LVN LQGLFDWRUV DQG VXEVHTXHQW VHFWLRQV LQFOXGH WKH WHPSODWHV UHODWHG WR
,PSOHPHQWLQJ 5HIXODWLRQ RQ WKH GLVFORVXUH RI $6* ULVNV XQGHU 3LOODU ,,,
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6RFLDO ULVN WKHLU RSLQLRQV FRQIOLFWYV RU QHHGV LQFOXGLQJ FKDQ
DSSURSULDWH WR RYHUFRPH FRQIOLFWYVY RU GLIIHUHQFHV Et
ZLWKLQ WKH ODERXU IUDPHZRUN

$V SUHYLRXVO\ PHOWLROHG %DOQNLQWHU V VXVWDLODELO ~QLWLDWLYHLPSURYLOJ WKH SK\VLFDO DQ RI WKH ZRO®IRUY
OXOWL <HDU 6XVWDLQDELOLW\ 30DQ HVWDEOLVKHG zZKLFK" JR "EH\RQG UHIXODWRUL UHTXLUHPHQWYV JHQHUDWH

PDODJHPHOW LQ WKUHH PDLO SLOODUY UHVSRQVLEOH DSURGXFWLYLWIDQE UHGXFLOJ DEVHOWHHLVP FRQWULEXWL
EXVLOHVV WR JHQHUDWH D WKUHH IROG LPSDFW RQ WKH J+rWHDPV HVVHQWLDO WR DFKL ©Q WKLV FRQWH[W WKH =waDe

RITTRX “SURJUDPPH SURPRWHV YODULRXV DFWLYLWLHV DQG [
7KLV 30DQ ZDV GHVLJQHG DV D UHVXOW RI D PDWHULDOLV'Q DGGLWLRQ =~ RI'WKH VWDII LV FRYHUHG E\ KHDOWK DQG
ZKLFK FRQFOXGHG E\ LGHQWLI\LQJ WKH PRVW UHOHYDQW L\%DQNLQWHU 'HI5§'O'R\‘H'H'V"E'H'Q‘H‘I'EVV §RQWIHN UPMOA LORMVR WKLY LP

LWV VWUDWHJI\ DQG UHVSRQG WR WKH H[SHFWDWLRQV RI LWV VWDNHKROGHUV
7K SURPRWLRQ RI JHQGHU HTX LV GLUHFWO\ OLQNHG WHR WK

+RZHYHU D QHZ GRXEOH PDWHULDOLW\ DQDO\VLV ZDV FRQYDOXHV DQG LWV FRPPLWPHQW WR GLYHUVLW\ JHQHUDWLQJ

H[SHFWDWLRQV RI WKH &65' UHJXODWLRQV ,Q DGGLWLRQ VWUHQIJWKHQLQJ WKH EUDQG V UHSXWDWLRDWWUDFWDROXR
LQWR DFFRXQW WKH PDWHULDO LVVXHV DULVLQJ IURP WKLVWDOHOW DOG D GL HQVXUHV WKH IXWXUH VXVWDLQDELOLW
:LWK UHJDUG WR VRFLDO PDWWHUV D GLVWLQFWLRQ zD\-QFRYSRUDWLOQI QHZ SHYVSHEWLYHY DRGC LEHDV VWUHQIW
FRPSDQ\ V RZQ VWDII DQG FXVWRPHU VWDII LQ OLQH ZLWK LRSOHPHQWDWLRQ RI' WKH 'EXVLGHVY "VWUDWHI\ %DQNLQWI
FODQ "WR' UHVSHFWLAJ WKH SULGFLSOH RI QRQ GLVFULPLC
LGHRORJ\ QDWLRQDOLW\ UHOLJLRQ VH[XDO RULHQWDW.L

SVIFKRORJLFDO RU VRFLDO FRQGLWLRQ W DOVR DFWLYHO\

,Q WKLV H[HUFLVH QR PDWHULDO ULVNV RU RSSRUWXQLWL P gt i v i A TR g A R A
KDYH EHHQ GHWHFWHG EXW SRVLWLYH DQG QHJDWLYH LPS»'-B‘F'")?:V RO IHQGHU ATXDOLWI 'DQG" WKRH LQWHIUBWLRQ RI S|

FRPPLWPHQWV KDYH'D SRVLWLYH LPSDFW RQ %DQNLQWHU V
ORVW RI WKH PDWHULDO LPSDFWV LGHQWLILHG UHODWHG SDUWLFLSDWH LQ LQWHUQDO PRELOLW\ SURFHVVHYV DQG DS¢
VDODULHG ZRUNIRUFH RI %DQNLQWHU FRYHULQJ DOO WKHPSOR\HHV ZKR DUH SDUW RI WKH *URXS V VHOHFWLRQ SU
SUHVHQFH 7KLV VWDII LV PDGH XS RI ZRUNLQJ LQGLYLG)>YXOQHUDEOH JURXSV RI ZRPHQ \RXQJ SHRSOH DQG LPPLJUL
UHSUHVHQW WKH FRUH RI WKH RUJDQLVDWLRQ V +XPDQ 5HVSRVLWLYH LPSDFWYV

7KH PDWHULDO ,52V LQ WKLY VWDQGDUG DQG WKH zZD\ LQ z7UDLQLQJ DQG OH| DUH DOLJQHG ZLWK WKH VWUDWHI\ RI
VWUDWHJI\ DUH SUHVHQWHG EHORZ FDSLWDO ZKLFK LV NH\ WR WKH VXVWDLQDELOLW\ Rl WKH E>»
SURIHVVLRQDO VNLOOV RI LWV VWDII HQDEOHV %DQNLQWHU
7KHBURPRWLRQ RI D IOH[LEOH UWNPRQHIU@MG R WKV W KR W‘l',_‘ub‘élpLDoﬂ'qum-,_-U'RQpHQW DOG WR FXVWRPHU GHPDQGYV
VWUDWHJ\ LPSURYLQJ WKH %DQN V FRPSHWLWLYHQHVV DV JUoRUDWLSI D SRVIWLYH LPSDEW BV
WR ZRUNHUV 7KLV LQLWLDWLYH FRQWULEXWHV WR DWWULHEyK : S ‘
EXVLQHVV PRGHO HQVXULQJ PRUH FRPPLWWHG DQG VDWLVZJSH,
VWDIlI KDV D IOH[LEOH UHPXQHUDWLRQ V\VWHP DW WKHLU Gy rYWR VWUBWH
WKHLU IL[HG UHPXQHUDWLRQ ZLWK JRRGV DQG VHUYLFHV £y
FRQWULEXWLRQV WR SHQVLRQ SODQV WUDQVSRUW FDUGV gpYy {4 W
VWDIlI UHPXQHUDWLRQ WKURXJK SULFH RSWLPLVDWLRQ WKIERB'SSH
WKH WD[ DGYDQWDJHV DVVRFLDWHG ZLWK VRPH RI WKH SURRJ'D'GRW
K

LYRBY

PSURYLQJ LQWHUQE

N [ Y VY

DFH VWUDWHJILI

v

|
HVLEJQV D wuDLQ

RATEIRY.Y]

LDWLYHV 7KLV S
FHVVLRQ DQG WU

v

UN"WR SHUIRUP

(R

D
VHHV 'R1 WKH %D«
SWEsubPPH

- <
i
‘;U:

EH DFFHVVLEOH WR DOO %DQNLQWHU 6SDLQ HPSOR\HHV

7K FRPPLWPHQW WR IUHHGRP RI DVVRFLDWLRQ FROOHFWZJHEG
JXDUDQWHHV D FROODERUDWLYH DQG WUDQVSDUHQW ZRUN 'y
ODERXU UHODWLRQV WKDW HQDEOH HIIHFWLYH FRQIOLFW I'I'\"'E'J"WKH‘"V)("F'
VWDELOLW\ QHFHVVDU\ IRU WKH H[HFXWLRQ RI WKH EXVLQHY$ P 5L PH
FRPPLWPHQW WR UHVSHFW IRU ODERXU VWDQGDUGV WUDGEqE " QIRUPDWLRO VHEXULW! 7KLV F 3
DQG FROOHFWLYH UHSUHVHQWDWLRQ PDNLQJ DYDLODEOH G¥ysHEW TRU 1XOSDPHOWDO  ULIKWY "WR"

N
O-
Py
c
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T
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)JXQGDPHQWDO 5LJKWV RI WKH (XURSHDQ 8QLRQ WUDQVSD WH@RL VHIOMX\WULHM WKIDAK 68 D WBHVXIEMHFMWHG UK LQWHUQDO V.
DZzDUH RI KRZ WKHLU GDWD LV SURFHVVHG LQ FRPSOLDQFBLZIHWK OMKHFH'PHDOYCURWKRUSOBEBLEZEKEOK QRW RQO\ LQFO X
UHJXODWLRQV DQG FRPSXWHU VHFXULW\ E\ LPSOHPHQWLQD®WR VWPEHNR YWV SIUH PHQW VHFXBW W\ WEKIHH PHKDHAKUHY HVWDEO
DQG XQDXWKRULVHG DFFHVV 7KHVH DFWLRQV JHQHUDWH DASRWLWMWHU LBDPW BV VINOUIH QUKHMH LAQQIGYWIDAKDO RSLQLRQ
VNLOOV DQG PLWLIJDWLQJ ULVNVY DVVRFLDWHG ZLWK GDWD PIPGDRIYAHHOYW QR® GWNMZRONVABEXUEWODQFH DQG IOH[LELOLW

7K LPSOHPHQ\SUHYHOQOWLRQ DQG UHVSRQVH SURY WRJIJHWKR® \f FIe LQ%J]QV:;\P V\}\PFWLRQ DQG SHUFHSWLRQ RI ZHOO
ZLWK WKH DYDLODELOLW\ RI D FRPSODLQWY PDLOER[ UHLQ |5‘/ Fb Al
UHVSHFWIXO ZRUN HQYLURQPHQW 7KLV SROLF\ LV DOLJQH N 8 %

VIR

R % H
WR ZRUNSODFH FRQIOLFWY DUH PLQLPLVHG HQVXULQJ WH E’%KH §DQG WKH UHSXWDWLRQ RI WKH
RUJDQLVDWLRQ %DQNLQWHU KDV D 3UHYHQWLRQ DQG $FWLRRORURW RZAERK IRXUDQN DILWXDWLRQ Rl ZRUNSODFH

KDUDVVPHQW DQG D &RQILGHQWLDO &RPSODLQWYV PDLOER] Q, (.?\JAI-}! GB FNg F IL Igéi) \D FRUH SL

DQG DSSURSULDWHO\ ZLWK SRVVLEOH VLWXDWLRQV RI KD \/?5 U\B ﬁ& ?I U % QHVV PRGH
* ()

DSSOLFDEOH WKURXJKRXW WKH *URXS DQG WKH PDLOER] LVD I-P’Sb 5'L Q \I7! \ ILD WI@ é h XQ/\A//ngé G VXEEHVYV

SURPRWLRQ RI D PRUH GLYH ZLWK D SHUFHQWDJH RV ZRPRARHDERPYSD QAKWKHUHIRUH FRQWLQXRXVO\ LQWHJUDWHYV WKH

\ JOH L % LQWHU V \
QH R E%Wﬁ) W%%' \8 E\ﬁ) g/a”( gHQHUDO s
% ﬁ/ﬂ? W?—i %ﬁ' EW XOWLPDWH

LWV HWKLFDO PDQDJHPHQW VWUDWHJI\ %\ IRVWHULQJ D KD YL ! H'O G

HVWDEOLVKHG WDUJHWV WR VWUHQJWKHQ WKH %DQN V JRYWWDQIDQFWR 7KWV FWRPLMWPAAGWR EW UIDONURBBOZGWRLVLRQ PDNIL
%DQNLQWHU V (6* VWUDWHJ\ LQFUHDVLQJ UHSUHVHQWDWLRHU DX WKYMW UVHWSE HFW\G KRPDIRQLBBENWIVODQG SURPRWHYV |

*UHDWHU GLYHUVLW\ RQ WKH %RDUG RI 'LUHFWRUV KHOSV i\ké\/}éfb MW YPY HY s PO Y NYVE ) URPY BN bR 2R b 11 Lv Fpul
FK

LQFOXVLYH GHFLVLRQV DOLJQHG ZLWK VWDNHKROGHU H[SH V' ZKLFK LOFOXGH ERWK JHQHUDO WRROV DQG PH(

%DQNLQWHLWKIJHQGHU ¢ DV D QHJDWLYH LPSDFW UHODWHGNWRY BHHBIGHUQHDXDIOM WD QDJHG E\ WKH WHDP LQ FKDUJH RI
EDVHG RQ WKH UDWLQJY HVWDEOLVKHG E\ WKH DSSOLFDEOMHGHRIRWHIW DRRGY STKRINHMV\WPISPOFMO LW BB DWWPHQMWG BIV WKH  FRC
VI\VWHPLF DV LW UHIOHFWY D VWUXFWXUDO WUHQG WKDW URFHGXIWHNYV VIR U DWHNVH BUD MY OR QWWRY HGIRUHW VLB KWLRQV L
LGHQWLILHG GLVSDULWLHYV 0DQDJLQJ WKLV LPSDFW LV HV\DHFEWRWUDBOQW RVIK ON KB OQ QW XMKH DA G GHAR $IH XIOHWRKD KD QQHO
SD\ HTXLW\ FRPPLWPHQWY PDGH E\ WKH EDQN 7KLV FKDOPMQPHVEVUWKWO\PSEPEFIVF RNV WKKH SWBQRWDOV 7KH PDLQ FKD!
DELOLW\ WR SRVLWLRQ LWVHOI DV DQ LQFOXVLYH DQG DWWOUDPWIHY M XM SOWR\HQWHYI@XE QXIDIEIL WW V XDEIHI VW % YA QHVYV
DWWUDFW DQG UHWDLQ GLYHUVH DQG HQJDJHG WDOHQW VEBHVIQHIDWDRKQHPEGEDRW DUIHFQ\ W KK DQR&KXSVRIRU QHZ KLU
ZRPHQ RQ WKH VWDII PRUH GLUHFWO\ KHDOWK DQG VDIHW\ VXFK DV WKH %DQNLQWHU 7H &XLGD %

:RUN OLIH EDOEHAHH) LGHQWLILHG DV D SRWHQWLDO QHJDWLYH LPSDFW WR WKH H[WHQW WKDW WKH
SURJUDPPHY DQG PHDVXUHY LPSOHPHQWHG DW %DQNLQWHU GR QRW PHHW DOO LQGLYLGXDO QHHGV DQG
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3ROLFLHY DQG SURFHGXUHYV 7KH SROLF\ LV PDGH DYDLODEOH WR VWDII DQG RWKHU VWD

7K %DONLQWHU *URXS V 6 WWD LRODW LWKW\EDRXONLV\ EDVLF SHBQS‘HL%WBB%PFQH'QWUDQHW
SULQFLSOHY DQG KXPDQ ULJKWV ZKLFK DIIHFW DOO WKH L PSHIrGW KL GHQMM YN LIHGBG :HOOEHLQJ 3ROLF\

¢ B3ULQFLS®H PDQDJHPHQW RI SHRSOH DV WKH *URXS V$PRVW. WEBRUWWHDOW H® SLRVIMKH KHDOWK VDIHW\ DQG ZHOO
SURPRWLQJ WKHLU ZHOO EHLQJ DQG PRWLYDWLRQ WKHURRYE YRAHDOWK EDOBWF B QEHINVRQ EG IDQIGSROLF\ WKH DLP
FDUHHU GHYHORSPHQW DQG KHDOWK DQG VDIHW\ DQG UHWRIMUIND LIQWKIHYAOBYHRY BRWK LQWHUQDOO\ DQG HIV
HPSOR\HH GLYHUVLW\ %DQNLQWHU DOVR UHMHFWYV DBQ\LOQFUBORIVIPQEHGCLQBERXIUDBWGREKRBIEHVVDU\ WR SURWHF
ODERXU UHVSHFWLQJ IUHHGRP RI DVVRFLDWLRQ DQG RRQO\I‘WWIUYD‘QBDRJUBHCR[S@J-I ZKR ZRUN DW %DQNLQWHU *URXS

¢ BULQFLSGHVSHFWLQJ VXSSRUWLQJ DQG SURWHFWL %I—pv gLY]% HVS FHLOLWLHV WR HQVXUH LWV HIIH

WLRQV DFWL
GHYHORSPHQW RI LWV DFWLYLW\ LQ UHODWLRQ WR L }{ 7 HB gf%v%_%\/%%m UDWH V

EXVLQHVV SDUWQHUV LQ WKH HQYLURQPHQW LQ ZKLF
8QLWHG 1DWLRQV *XLGLQJ 3ULQFLSOHV RQ %XVLQHVV DIQHE BHFRISQ)HBLDPDV@‘DJHPHQW &RPPXQLFDWLRQ DQG 4XDOL!

EH LQ FKE
*LYHQ WKDW %DQNLQWHU RSHUDWHY GLUHFWO\ H[FOXVLYHOZ\ 5 ’&\/{E%\ & % ﬁ%&
WKH ULVN RI LQFLGHQWY UHODWHG WR IRUFHG ODERXU FK %5&; Lglb Ié Fgrﬂ:’ g Xl% g:'f' W RI

ORZ QR VSHFLILF SROLFLHY KDYH EHHQ GHYHORSHG WKD ur|vv vvr\nvn U|_V|\|v BHWWFHQ
ZLWKLQ WKH IUDPHZRUN RI WKH KXPDQ ULJKWV GXH GLOLJH WKH %DQN KDV DVVHVVHG DQG

FRYHUHG ULVNV UHODWHG WR ERWK LWV GLUHFW DFWLYLW\7TRQG §FR®\U‘FQ\NVD](RY.I-FP'SQHW\E‘DWIK\JLILQHJMGBWN\R\QM_QDWFKLI-DDDZ
DFWLYLW\ 7KHVH ULVNV LQFOXGH KXPDQ WUDIILFNLQJ |ROUWFHH G/VKIHD FRXU FRIHIG OOMARQY DQBHORBYRILODEOH WR DOC
DVVRFLDWLRQ WKH ULJKW WR FROOHFWLYH EDUJDLQLQJ FRUWI-SERUCSIR\U:D)\MHLZ}DBN/U_W ZRUN OLIH EDODQFH

WKH ULJKW WR SULYDF\ DQG WKH ULJKW WR IDLU DQG IDYRX \(ﬁ ZRg S)BJ FROGLWLROV O WKLV, 2D\
%DQNLQWHU HQVXUHV UHVSHFW IRU KXPDQ ULJKWV LQ DOO {99 WFI!ZHJ W ¥ HEWRSY B\fx?\G DQW ORQH\ KDYH D KHDOWK T
PAQWYV RT WKH FRXQWU\ EXW LV DOLJQHG ZLWK WK

+XPDQ 5LJKWV 3ROLF\

_OFOXVLRO D '"LYHUVLW\ 3ROLF\
7KH REMHEWLYH RI WKH +XPDQ 5LJKWYV 3ROLF\ LV WR UHIOHEW WKH FURXS_Y F\I;!PPLWPHQW HYSHEW
%R/FLWLW

G

S u
VXSSRUW DQG SURWHFW KXPDQ ULJKWV LQ WKH GHYHORSPQI%\%H 9_% h % JLW uﬁh LQ’%\/WK\FPHQW D
ZLWK VWDNHKROGHUV ZLWKLQ WKH HQYLURQPHQW LQ zKLFK PRORESFuAFRR 7'3<WK l.lJJL FEEHEWHK v M Sﬂl%f\]] Wik . QFOXVI
SROLF\ DUH GLYLGHG DFFRUGLQJ WR WKH VWDNHKROGHU JU X¥V W AR EkF 'S RENW G FRAA WR SURWE
WR LWV RZQ VWDII %DQNLQWHU LV FRPPLWWHG WR SURPR %J ¥ HDYS DL%SFQ)'-%: <Y HE W g LHV LQ ZK
HQYLURQPHQW ,WV NH\ SULQFLSOHV LQFOXGH WKH SURFRWIR&RR J xQL

X % T $SBH LHV SURYL
SURIHVVLRQDO GHYHORSPHQW EDVHG RQ PHULW DV zHOO PYMERX VM&Q@B‘\%LEZL& I—PQ&XNJLI-R/GW?(%W SROLF\ LV F

IDYRXU WKH UHFRQFLOLDWLRQ RI ZRUN DQG SHUVRQDO 0L||¥VK7'1<H/‘"9A)Q)'\EQ'1\9W>¥H{JDWI§HV GHFHQW FRPSHWLWLYH

UHPXQHUDWLRQ LQ OLQH ZLWK PDUNHW VWDQGDUGV DOVRKHOQNRYUSLRYDIVHRURNVWOYOBRREHRW ARPMHLWWHH LV UHVSR
KDUDVVPHQW YLROHQFH RU GLVFULPLQDWLRQ %DQNLQWHPRRQYWR WIHYIS WKWMVGRQGH 8 URIPRAMWEO 1BIdIFERA WK WKH SULQFI

DVVRFLDWLRQ DQG WKH ULIKW WR FROOHFWLYH EDUJDLORRGLIIEDMLRRY B & HPEWKY BRIGQWNIHMD WWKS EH QHFHVVD
RUJDQLVDWLRQ ULJRURXVO\ FRPSOLHV ZLWK FXUUHQW UHJXODWLROQV LPSOH QW J SURDFWLYH PHDVXUHV

WR SURWHFW WKH SK\WVLFDO DQG HPRWLRQDO ZHOO EHLQJ RIKHNG BHQW LGHQWLILHV WKH 8QLYHUVDO '"HFODUDWLRQ
RQ %XVLQHVV DQG +XPD Q 5LIKWV WKH WHQ SULQFLSOHV RI

7KLV SROLF\ LV DSSOLFDEOH WR WKH ZKROH RUJDQLVDWLRQNQQGH@:I@I@IB\MWLF@@FW KT—U@(WH\U@BWNRQ‘DoD/\DZRI}O@ 2UJDQL)
DV WKH UHVW RI WKH VWDNHKROGHUV LQYROYHG 7KH VXVWDL% ELOLW\ FRPPLWWHH LV UHVSRQVLEOH IRU
P

DSSURYLQJ PRQLWRULQJ DQG SHULRGLFDOO\ FRQWUROOLQJIKENPIRQ b FHY A X Wrin @XPGQQE@#V \QH\O(/K#'X%/DQC’Q\' vV FRUSH
WKLV SROLF\ *HQHUDO 5HPXQHUDWLRQ 3ROLF\

7KH GRFXPHQW LGHQWLILHV WKH 8QLYHUVDO 'HFODUDWLRQ;RY P ,\Q\,5|544|43\/)%H B4 URG BRI B
RQ %XVLQHVV DQG +XPDQ 5LJKWV WKH WHQ SULQFLSOHV RiWW K Hy Gy D W g Q¥ {0 ﬁg@ W B
WKH 'HFODUDWLRQ Rl WKH ,QWHUQDWLRQDO /DERXU 2UJDQLVDWLRQ DV UHIHUHQFH VWDQGDUG

UbRPYSWRWMWQVXUH WKDW
BﬁD\F\WU%%J\ DQG REMHF
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PD\ EH HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH (6* LOQUHDWXKHVFRRGRR DI G XISAEOW HWIRQ & KHD Y XIOHFWLRQ RI %D
WKH EDQN V ULVN FXOWXUH DV ZHOO DV WKH PHDVXUHV XVHBYWRHEGY RQE&G ORSFGIOR FWE R WEW HAURDVWG RI 'LLVXVWDLQDEDQ

7KH SROLF\ ZDV DSSURYHG E\ WKH %DQNLQWHU %RDUG Ki2Cuhrwrdy v wkhiREGRYAVEL ri wkH

UHPXQHUDWLRQ FRPPLWWHH %DQNLQWHU KDV HVWDEOLVKHPR @) IRKYH UBQ BB B OP 8 G H®F MSRO HH\Q WXWDHV WRBPWUQ WKLV SROL
UHPXQHUDWLRQ SROLFLHV DQG V\VWHPV DW %DQNLQWHU FREK® O B QDNQ Q WHLP &V OZL W K HW KGIL MHAH IR URN RDWLRQDOLWL
FXUUHQW UHJXODWRU\ SURYLVLRQV DQG JRRG FRUSRUDWH GRFNIHLGQQFBINY YD QEDHGQV L AKGIES WG SOKHD @ RSRLQWYV RI Y
WKH FRUH SULQFLSOHV FRQWDLQHG LQ WKH UHFRPPHQGDW IPRDQWWRIIUW KZH. \WIKQ RQLPK B OF B WIDHEW 8 QWM % RDUG LQ WKH
JXLGHOLQHV Rl WKH (XURSHDQ %DQNLQJ $XWKRULW\ L (XURS glg HJXODWLRQV LQ WKH
UHFRPPHQGDWLRQV RI WKH 8QLILHG &RGH RI *RRG *RYH—QD%%-%I-L % FXUUHQW QDWLRQDO

UHJXODWLRQV 7KH &RGH RI 3URIHVVLRQDO (WKLFV LV WKH GRFXPHQW WKD

. YDOXHV WKDW JXLGH WKH SURIHVVLRQDO FRQGXFW RI DO
7KH SULQFLSOHV RI WKH *HQHUDO SHPXQHUDWLRQ 3ROLF\ Dy giaind oty gy v v ot iy T G o 0 G B iiu U

LQWUDQHW
'LWKLQ WKH FRGH RI HWKLFV VHYHUDO JHQHUDO SULQFLSO}

QWHUQDO SRWDWLRQ 3ROLF\ 1RQ GLVFULPLQDWLRQ RQ WKH EDVLV RI UDFH VH[ LGH
'LWK UHJDUG WR LQWHUQDO JURZWK RSSRUWXQLWLHY %DRUNLB®\WMDWL.RQ RKHD® D @WKHVUHIH UWRQD 0Q BKWQAFDO SV\FKR
SRWDWLRQ 3ROLF\ ZKLFK SXUVXHV WKH SXUSRVH Rl GHYBORSHL@JI DY WKW HHURPEWUREHRR N XWRDRSSRUWXQLWLHV I
HQVXUHV LQWHUQDO URWDWLRQ SURFHVVHV WR SURPRWH WKH BYRPHQW. RRID Z RUR IWBFBQ & LRIOHIFRISEMQWHRHFWHG  JX
SHRSOH ZKLOH FRQWULEXWLQJ WR PHHWLQJ EXVLQHVV QH HGW DIFEWYX B K\IVQ WHIG! LDGYGWKRU R RPIRIW 8 BILMWW\RT,Q DGGLWLRQ

WKH FULWHULD DSSOLHG ZKHQ PDQDJLQJ LQWHUQDO URWDWYRH{QERREBYNEV LWAVEEOWLRQ NWRWHIHERRODQLBYYHV RI H
7KLV SROLF\ VHWV RXW WKH JHQHUDO SULQFLSOHV WKDW DRFHLLQVB\D B N RMH B DORFBEHY ZRMWHUWLQRYW WRWHWLYDF) LV JIX
SURFHVVHV ZKLFK DUH HTXDOLW\ GLYHUVLW\ PHULWRFSDRWHR®MROWULKNILYODWRRONVGHQWULEORPW\RD@®EFXSDWLRQDO
FRQVLVWHQF\ ZLWK WKH *URXS V EXVLQHVV VWUDWHJ\ PHDVXUHV LQ DFFRUGDQFH ZLWK FXUUHQW OHJLVODWLRQ

7KLV SROLF\ DSSOLHV WR DOO WKH FRPSDQLHV WKDW IRUPZ§DUL5\UVQF§]I |_‘!/QDYd_I{'IJL Q\EHSWURXS FRQVWLWXWLQJ WKH
UHIHUHQFH GRFXPHQW RQ LQWHUQDO URWDWLRQ ,W KDV EURIXS BYIYR¥HGRBO\LMKH 3HRSOH &RUSRUDWH

&RPPXQLFDWLRQ DQG 4XDOLW\ GHSDUWPHQW DQG LV RI LQG R H UHYLVHG W
PDNH DQ\ FKDQJHV RU PRGLILFDWLRQV WKDW PD\ EH DSSUR ﬁlj V‘SSENZ{J/LP"Y\Q’L‘LNW\?KEZQF%E?V&(J;SLRGELW'(LQJLV?QLEUJ\[/)@E\é%\’ﬁ’\';ig

7KH SROLF\ LV H[ %DQNLQWHU *URXS ,QW H UDILF i RWIWD ERQ\RSHNAREBQWY D SULYDF\ DQG GDWD SURWHFWLRQ WUDLQLQJ
WKDW SDUWLFLSDWLRQ LQ WKH LQWHUQDO URWDWLRQ V\VW A R DO Er I—é&) \H HV

DQG ZLOO EH JRYHUQHG E\ WKH JHQHUDO SULQFLSOHV v»—\g X\'NQlH%/ T %%&\Eg%ﬁ lg/ g é E)§UH5H IRXQ
5RWDWLRQ 3ROLF\ WKHVH EHLQJ HTXDO RSSRUWXQLWLH

JHQGHU DJH UDFH UHOLJLRQ QDWLRQDOLW\ PDULWDO \A_WD\WQ(N LW—F[K@QHI?WLLI-R@W@?W)LLR:Q VRFLDO FODVV RU

GLVDELOLW\ HTXDO WUHDWPHQW DQG UHVSHFW IRU SHRSOH D%DI\_NQKHLELK/II-I?FEVIT/?vaVLRI WKLV SROLF\ LV WR HOVXUH WKH G

%RWK GRFXPHQWV WKH SROLF\ DQG WKH FLUFXODU DUH SM/EI@IHVFK@FGHR/(DKWKZHRLFIRILJ@RGDWHDL\,QW@@QGWSU-F@PRWLQJ RFF>
VSDFH GHGLFDWHG WR FRQWHQW UHODWHG WR LQWHUQDO YDWRQWKHNVY UZBHBK REOY®R DO XiAHVWO L @Q RIVWP DAKLRQSR@LF\ LV
WKH LQWHUQDO YDFDQF\ SURFHVYV DQG VRPH UHFRPPHQGDWBQN LIRW HWD © 6 GG WH ¥ FSIDOUFHAS RW WRH L@ RkKeL V

W\SH RI SURFHVV

6HOHFWLRQ DQG 6XFFHVVLRQ 3ROLF\ IRU PHPEHUV RI WKH %D%NL WHU %YRDUG Rl 'LUHFWRU
7K LOQFLGHQWY ERWK FXUUHQW DQG SRWHQWLDO DV ZH(

7KH 6HOHFWLRQ DQG 6XFFHVVLRQ 3ROLF\ HVWDEOLVKHV WHKOVERHQFLROHHQ® QGHIVRIUHIBUIK ORVWY RKHVKHLU FKDUDFV
VHOHFWLRQ DQG UHSODFHPHQW RI ERDUG PHPEHUV ZKLFIOL®MNRHE W WKH WKRYWKY BRODMHIRWDWEHSURYLGHU RI ILQD
HYDOXDWLRQ RI WKH VXLWDELOLW\ RI ERDUG PHPEHUV LHYFYXWiHOWYKDWHOMWHILSIGREBVWRM GRXEWKHPDWHULDOLW\ D
DSSRLQWPHQW DQG UH HOHFWLRQ RI GLUHFWRUV DUH EDVWEJRQIDFS QWO WRDOKWLY GRISWHKY IQRHH RY VRKFWKRIPSDQ\ V VW
%RDUG Rl 'LUHFWRUV DQG UHVSRQG WR WKH UHJXODWRU\ UHTXLUHPHQWY DQG EHVW SUDFWLFHV LQ WKLV
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7KH DQDO\WLYV FDUULHG RXW KDV PDGH LW SRVVLEOH WRUHGHQIWQW FFXWHUYDWRUQD ERIHQMWYG ULIVRWFBIQE8DU\ WKH DI
RSSRUWXQLWLHV H[FOXVLYHO\ UHODWHG WR WKH EDQN V R% 0Q QINALVQMYH. W \RIS®I UVADDFAUHPW RO G.RWY IJ HIOWDPRY ERQF KW HQW KW R F X!
FXVWRPHUVY DQG HQG XVHUV 1R PDWHULDO ,52V KDYH EHHOWD BQWWIHHW LRQVRHFLOOWOHEL R QW K' A5V V. Q¥ DXOXRISH ZKLFK HV\
FKDLQ ZKLFK LQGLFDWHYV WKDW WKH SURFHVVHV VXSSOLHW FR@O® RMKHE NWRHUH® O F WBRNFVHYNVBIGHG WR WKH

EB%N)(Y/HRUSVHUDWLRQV GR QRW KDYH VLIQLILFDQW LPSDFWV$V&}BDS\%ILF53(Q/\PRD\}\)EEWHWSI-WJBBQNJBPFI-&VRVYJI?\IF\)/HB%&szv DYRLGL
DGGLWLRQ WR UHLQIRUFLQJ WKH EDQN V LPDJH DV D UHVSR

$V QRWHG DERYH FXVWRPHUV DUH RQH RI WKH *URXS V PBVIWWPOSRVYM®D QWQYDW B NMHEK RMGHUM QRIBQWKH®WDQNLQWHU XQ
%DQN WKHUHIRUH VHHNV WR PLQLPLVH QHJDWLYH LPSDFWVPHIMXIHDW I CER LIOW UHID LI SOOBWVXDGIGWRLWLYDNWH/ XFK DV F\E
ULVNYV DGYDQFHG GDWD SURWHFWLRQ VWUDWHILHVY WKDW PLQLF

7KH %DQN LV DZDUH RI WKH FXUUHQW DQG DQWLFLSDWHGFISIQMVI}\B\);LIL«NI\,§2LU?W8FIY\(/\%\QJE§6\IZV6<H|VWVPFR)%VH%RPHUV DQG WKH
VWUDWHJ\ DQG GHFLVLRQ PDNLQJ $V SDUW RI LWV FRPSUKKHKHRRERFHWPSQWR WK S WKHD FRDMANG KBYWD SURWHFWLRQ E

LOQWURGXFHG DQG SODQV WR FRQWLQXH LQWURGXFLQJ D GHWXAHDRH @D VF RFRS R @/ Q WWRJID WBIQ W IDEMEH B XW VQHMM HILF YLVL
PRGHO WR DGDSW WR WKHVH HIIHFWV 7KLV LQFOXGHV PRGLWIK D\YWHIN WRH 6 URFRXSAH D Q0G0 BRONBOLLFHDWWR LWV SRV LW
PLWLJDWH ULVNV WDNH DGYDQWDJH RI UHOHYDQW RSSR W LH v W
LQFLGHQWY DUH HIIHEWLYH DOIQ_JQHG ZLWK FRQVXQPHU H[sH%%%%%%EfQﬁ%ﬁﬁ\gﬁgév‘mﬂﬂwbé)mw#ma&HE\ FXVWR

VDFWLRQV DQG EDQONLQJ DQG ILQDQF
7R DVVHVV WKH HIIHFWLYHQHVV RI WKH UHPHGLDO PHDWXYNWRP WU H HW Y QNH FRHE®XURMPH RIQ JREQISOD\V D VWUDWHJILF
PRQLWRULQJ WKURXJK GLIIHUHQW FKDQQHOV DQG SURFHGKHHEDQMNDFEXZLAKYYW\Q®RERUESROWWROREMHFWLYHV WYV
PRQLWRULQJ DQG HIIHFWLYHQHVY HYDOXDWLRQ PHFKDQLVPWQZXURAK Z\LIOIDWE FIXG MAR B HO HIS[ S QUWK @ FIliR DQREZ UBII XODWR U\ F
VHFWLRQV 7KLV DSSURDFK HQVXUHV WKDW WKH DFWLRQV WRSWDHMPHDWHG DUH HIIHFWLYH DQG DGHTXDWHO\

UHVSRQG WR FRQVXPHU H[SHFWDWLRQV DQG QHHGV 7KH &6' VXSSRUWV WKH EXVLQHVV VWUDWHJ\ E\ UHIJXODUO\
2QH RI WKHVH LQFLGH@\KS$ULY DEM @®INVGH G DWR 5 X RWRAMILR @ RPSOLDQFH DQG /HIDO &RXQVHO DUHDV JXDUDQWHHLQJ D
%DQNLQWHU LW LV D FRUH SLOODU RI LWV VWUDWHJ\ D QG VWEKHN LLHANW PIRGB® (R SI3R WX QD W [DH & LWH® BAWLHPGES DFRY FRQV W R P H U
FXVWRPHU FRQILGHQFH PDUNHW FRPSHWLWLYHQHVV UHRSHW LR FRE SOLLVONIF I QIEQ &WUMQR WKWDRQJ WKH EDQN FXV
FDSDFLW\ &XVWRPHUV WUXVW WKH EDQN WR PDQDJH VHQVLOWAWR UL QORWRBWIDRINHWKFK DV SHUVRQDO GDWD

ILQDQFLDO UHFRUGYV DQG WUDQVDFWLRQV (QVXULQJ SULYD R FbQO W KD VW W o)

NH\ WR SUHVHUYLQJ ORQJ ODVWLQJ UHODWLRQVKLSV 'DW '}'é % '-P ,,.-p QE%% &\zﬂ%ﬁé Lﬁr] ﬂ%f%ig%\{(ﬁpc
LPSDFW DQ EDQN V UHSXWDWLRQ OHDGLQJ WR SRWHQWLDOVQ AN RIPPE A %3( A e HSDUWPHOW 8V S

%DQNLQWHU *URXS LV FKDUDFWHULVHG E\ LWV FRPPLWPH@BWRPRVHU YSIF-R\UBIQ G QW K A DSWRRIWIHF WWRBRQRREH &/ KHLWK WKH DLP
SHUVRQDO GDWD RI LWV FXVWRPHUV VKDUHKROGHUV VWDIQHYR®S$®HHHN DWQIGH RMWHKWHU VXEMHFWY ZKRVH GDWD

YH REOI IDWI ROV WKH EFEDON KDV GHYHORSHG D
PD\ EH SURFHVVHG ,Q FRPSOLDQFH ZLWK LWV OHJLVODWL R TRWKROVk DG UUENWBW L ROD6 VIVR v b vwubwi

20 W
IUDPHZRUN Rl LQWHUQDO SROLFLHV DQG SURFHGXUHV LOFERyniit vETl BIHEW EXVWRPHU EHUEHSWIRD BOG WUXVW 2
3URFHGXUH ZKLFK HVWDEOLVKHV WKH PHWKRGRORJI\ QHFH S oo ey gty v S it 8 i B e T S e W D WL R @V R
SURFHVVLQJ RI SHUVRQDO GDWD DQG DSSO\ HIIHFWLYH PHDRRC.. °bQ @

VAUN FDQ OHDGE"WR 'D"ORVV RI WUXVW DQG UHSXWDWLRQ Z
%DQNLQWHU KDV VSHFLILF SURFHGXUHV LQ SODFH WR HQV ZKHUH WUXYW.DWHHDQDJHPHQW LQ WKH HYHQW

Olw\ I OWHIUI WY RU DYDIODFIOIW\ RI SHUVRODO
RI DQ LQFLGHQW WKDW PD\ FRPSURPLVH WKH FRQILGHQWLD WO AU Y R 00 L AW B o R o UL R XV v
GDWD 7KHVH SURFHGXUHV DUH PDQGDWRU\ IRU DOO HPs,R PLWLIJDWH WKLYV ULVN ‘%DQNLQWHU DS
WV 'SURGXEWYV DEG ' VHUYLFHV FRPSOV'ZLWK LQGXVWU\ UH.
UHVSRQVLEOH IRU LPPHGLDWHO\ QRWLI\LQJ WKH LQIRUPDWEWY SURGXFWV DQG VHUYLFEHV FRPSO\ ZLWK L
ZRUNV'RO'WKH FROWLBXRXV LPSURYAPHQW RI"LWV RITHU Zl
DIIHFWLQJ SHUVRQDO GDWD 7KLV DOORZV IRU SURSHU LQ iyt 8, BH, AR IR S b 28 An PRI RO,
PHDVXUHV WR SUHYHQW VLPLODU VLWXDWLRQV IURP UHFxU WK HI
,Q DGGLWLRQ WKH EDQN KDV D 'DWD 3URWHFWLRQ 2/ILFH.W, POVR PDLQWDLQY FOHDU DQG _WUYDQVSDUHQW FRPPXQ
EFKDUDFWHULVWLEV RT WKH SURGXFWYV 'BOG VHUYLFHV DV ZH
LOFLGHQWY DVVHVVLQJ WKH LPSDFW RQ WKH SULYDF\ ULJEKBUDFWHULVWLEY RI WKH SURGXFWY DQG VHL
FXUUHQW UHJXODWRU\ REOLJDWLRQV ,Q WKH HYHQW WKDW WYHQJWKHQ LWV UHVSRQVH FDSDELWL WKH %DQN KDV FU
’ UHADFW TXLFNO\ WR DQV'VLWXDWLRQ "WKBoW"BO\Y DIT'HEW Lwv U
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J)LQDOO\ %DQNLQWHU WUDLQV LWV WHDP WR XQGHUVWDQG WDKHN L BSRHIUWDIRHE R/l @ IWNSHRUNDDAOH $UFHF SI X W DEALICRQVD § @ UD W H J\
WKH LPSDFW RI LWV DFWLRQV RQ WKH SHUFHSWLRQ RI WKH ¥DI)INDQG FRPIRUWDEOH SK\VLFDO DQG GLJLWDO VSDFHV IRU

RI WKLV VWUDWHJ\ DUH SHRSOH ZLWK SK\VLEDQ VHQVRU\ R
7KH QDWXUH RI WKH ILQDQFLDO VHFWRU LQYROYHV KDQGQkRJMHUGREL XHk i VOV R il v Qrt l\J/PeWHR\QRDggs 7KLV LV

FULWLFDO RSHUDWLRQV PDNLQJ LW HVSHFLDOO\ YXOQHUREQN VR &N FVWWRGNEWAR 608 LY HYPOFHYDR® DoO FXvw

%DQNLQWHU KDV KLJKOLJKWHG F\EHUVHF, ULWHDEDQNNKDWWDOWRYEY WwWHER YAWVIHRSOH ZLWK GLVDELOLWLHV DQG WK
LPSOHPHQWHG DQ ,QIRUPDWLRQ 6HFXULW\ ODVWHU 30DQ WKDW LQFOX G VHYHUDO SKDVH SURMHF

Y%
WR JXDUDQWHH WKH FRQILGHQWLDOLW\ LQWHJULW\ DQG DY'ELODEL®PW RQW@H?UIUIBWERVQ $ﬁ6H|NxV\)L\ﬁh©HW\/ 3\R\/@E9F| ZDV O
VKDUHKROGHUV DQG VXSSOLHUYV UHJXODWLR DFFHVVLECOLW\ DV ZHOO DV WR WKH QF

GLJLWLVDWLRQ RI WKH HQYLURQPHQW DQG FXVWRPHUV LGH
6RPH RI WKH PHDVXUHV DGRSWHG LQFOXGH WKH XVH RI DGYQDQF KB WRIFKXQ®RORI\DIGRE WRWDSHMRIWHRWMRKH SRSXODWLRQ
DQG WKH VLPXODWLRQ RI FRQVWDQW DWWDFNV WUDLQLQJDF@EAVINIAEUBQWVYVY RUMXKXHWLWDIMKWE FROIXKQRQOLURHY FXVWRPH!

SURJUDPPHV DQG VLPXODWLRQV DQG VHFXULW\ FHUWLILFDW, V X FK
WR JXDUDQWHH WKH TXDOLW\ Rl WKH SURFHVVHV M RRGNOTR P b ekTnyn PREWPAXRXV LPSURYHPHOW RI Lwv
LPSOHPHQWHG D 8QLYHUVDO $FFHVVLELOLW\ ODQDJHPHQW

%DQNLQWHU V ,QIRUPDWLRQ B6HFXULW\ ODVWHU 30DQ FRWHHVSMDULRXVWDIPGCDWEHDVQZXAKIXYH VEKHOGLQJV LQ O0DGUI
RUJDQLVDWLRQ 2Q WKH RQH KDQG LW IRFXVHV RQ WHFKOROREOOR® DU DG FOQ EXHREGRI HQWOHARFEHQGDY DQG LQ
UHJXODWRU\ FRPSOLDQFH GHYHORSLQJ VSHFLILF SROLFLHWURMNS@QKHNQWQR QRGO I v WIRKD W IR SIDIR\ ¥FOHRYSRUDWH 8C
DQG FDUU\LQJ RXW GHWDLOHG ULVN DQDO\VHV ,W DOVR JL¥EXEXE LR IS PIDREHM VA W R W VEIGIWM i HIWWMbAL FRBWR K@ F@MlgK PDNHY
FXVWRPHU GDWD E\ FRQVWDQWO\ VLPXODWLQJ DWWDFNV DJPY QU = HRAEEY V LBV VF H B\ B P RWH PO VR EHLQJ DS
FRQWLQXRXV LPSURYHPHQW DJDLQVW SRWHQWLDO F\EHU WHEUAPHWW EBEWRV¥LEEBDOELRRH R¥BD W SR WLBOO\ FHUW
IRFXV RQ VHFXULW\ PRQLWRULQJ DQG IUDXG SUHYHQWILRQpUEd- WK WRRGYEQWD & BR EWRWILEJO IRW\ VWUDWHJI\ WKH %
FRPPXQLFDWLRQV WUDQVDFWLRQV DQG VHFXULW\ DQDO\VLV RI DSSOLFDWLRQV $00 Rl WKHVH LQLWLDWLYHYV

ZRUN WRJHWKHU WR HQVXUH WKH FRQILGHQWLDOLW\ LQWHJULM%@@PWW\L@IBWIKOWWH MHééﬂﬂ)/YSLDR/\QLVRWKZQW@qE’H LQWF

WKH RUJDQLVDWLRQ 2SWLPLVDWLRQ RI WKH GLJLWDO GHYHORSPHQW PHWKR

7KH ,52V LGHQWLILHG DV €2SHUDWLRQDO ULVN GXH WR D F\EHUTHRWMBEENW v BFRWEHRPHE VHQDMRMH \QFRRSOLDQFH LQ W

FRQWLQXLW\I DQG &6HFXULW\ LQ WKH SURWHFWLRQ RI FXVWR® Hg HLOO STLDH PRHY R UGHOUWR QPOWE R W kil PUHWLFDO S
GLUHFWO\ OLQNHG WR WKH LQFLGHQFH RI i/HDNDJH RI FRQID®HQWUIED OR W\ EMHQVLWUYH FXVWRPHU
LQIRUPDWLRQi $V SUHYLRXVO\ QRWHG SULYDF\ DQG GDWD SURWHFWLRQ DORQJ ZLWK F\EHUVHFXULW\

KDYH EHHQ FRQVROLGDWHG DV FRUH VWUDWHJLF SLOODUV LQ \NKI-PrF)(Iﬁ)b'lQ\g HRUDWIk FLOGYWMVH DuHDV LQYROYH DOO

ZRUNHUV WKURXJK VSHFLILF WUDLQLQJ LQ DGGLWLRQ WR S@@ERWH@JVDZ@W@Q@\H\QWER@ISF VW"DWHG ZLWK WKH SRW

%\ SUHYHQWLQJ FRVWO\ LQFLGHQWYV DQG FRPSO\LQJ ZLWK : ; B85 Y’Wﬁ“ﬁmﬂm

DQG ILQDQFLDO ORVVHV WKDW FRXOG UHDFK PLOOLRQV \% A%V::- WUDQQ\/
0,

VXVWDLQDELOLW\ 7KLV ZD\ %DQNLQWHU QRW RQO\ SURWH SXWDWLR

LWV VXVWDLQDELOLW\ LQ D KLJKO\ FRPSHWLWLYH DQG

HQYLURQPHQW RI WUXVW
'Q OLQH ZLWK WKH REMHFWLYH RI SURYLGLQJ WKH EHVW Slg<RP R R{?F X\@I@I—A %VQQH%B \g W% gLVVDWLVID
SRVLWLYH LPSDFW GXH WR LWV L MFEXWMLHE WAV D DW HI U IRV \IPI-P L HVV XQLWLHV DQ
WR DOO SHRSOH UHJDUGOHVV RI WKHLU DELOLWLHV VDQF '—R

7KLV VWUDWHJI\ LV LPSOHPHQWHG WKURXJK LWV $ %DQN |R$Ly @o'b'—%kﬂ@%%rﬁ’”i%i?ﬂd—‘b%|8)+LP|Q\/D"\';‘Q_%N/U|KL'PIy DGRSWHG D
FRPPLWPHQW WR PDNLQJ LWV FKDQQHOV DFFHVVLEOH 7KLV ®P CREUY VWRWHEYRRWEBBY AlW i B-@V FXVWREF

DQG FRJQLWLYH DFFHVVLELOLW\ 7KLV SURJUDPPH KDV EHHKL @Iﬂ:\QJ-§RUJ '(*SFWQ(V\WQKU@QQN WERPPOWEHQW WR WUDQ
VXFFHVVLYH VXVWDLQDELOLW\ SODQV 7KXV ZLWKLQ RQH RDUWWHRWZANON H RANSIRD WIH. FF @ WY HR | s MHYWRUH % DQN

*URXS V 6XVWDLQDELOLW\ '1$ 30DQ IRU WKH SHURKRGH UWSHHRIQI ADHOD\UHIX WKW L RQHRUJDQLVDWLRQ WKDW HQ\
FRUUHVSRQGLQJ WR &XVWRPHU 5HODWLRQVKLS ODQDJHPHQWH YWKRAV3R\FY HD W LD/QI® HIQW W D O HMR-MIXWNY ERRORSWADLQWY GHYF
SURJUDPPH KDV EHHQ LQFOXGHG SUDFWLFHV LQ WKH DGYHUWLVLQJ VHFWRU
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7KURXJK WKHVH DFWLRQV %DQNLQWHU VWUHQJWKHQV WKH WUXVW RI LWV FXVWRPHUV DQG SURWHFWV LWV
UHSXWDWLRQ FRQVROLGDWLQJ LWVHOI DV DQ EDQN FRPRROUWHGVWRQ®'SDRVHEONMHBY\ DQG FRUSRUDWH
UHVSRQVLELOLW\
7KH IROORZLQJ GHVFULEHV WKH NH\ SROLFLHV SURFHVVHV
PDQL LWV LQFLGHQWYVY ULVNV DQG RSSRUWXQLWLHV RI UHOT
'LDORJXH ZLWK FXVWRPHUYV WR FRQVXPHUV RU HQG XVHUV VLQFH WKH\ PD\ DIIHFW [

FKDUDFWHULVWLFV RU FDSDELOLWLHYV
'LDORJXH DQG FROODERUDWLRQ ZLWK VWDNHKROGHUY DUH_HVVHQWLDO IRU WKH %DQN DV WKH\ DOORZ LW

XQGHUVWDQG WKH RSLQLRQV LQWHUHVWYV DQG ULJKWV R{KHp VRHHLR/RWQG'[W @V*\YIH‘U@RFE?(\PF@\@SES WD W DOWKRXJK
LQWHJUDWH WKHVH DVSHFWV LQWR LWV VWUDWHJ\ DQG EX\A PG HId OXILY HQ's WHRD F K VYRR RD\O \RRPDKKUNWUY DGGUH\
LW HDVLHU WR LGHQWLI\ PDQDJH DQG PLWLJDWH ULVNVZL\NKWWD/OE/&VWHBHVVWDNH DGYDQWDJH RI

RSSRUWXQLWLHV WR LPSURYH FXVWRPHU H[SHULHQFH é WHPHUV DV RQ
WUDQVSDUHQF\ LQFOXVLRQ DQG FRQWLQXRXYV LPSURYHPHQ :H WY HoOWLRO GXE
,Q WKLV FRQWH[W WKH LQFLGHQWY ERWK FXUUHQW DQG @FRIWHQWHGOLQDWKZ—HD@FDXV\NRQ RUJW(ZSRVSUJJH_QRINSDQV ZLWKLG
UHODWLRQ WR DOO FRQVXPHUV RU HQG XVHUV UHJDUGOHVWKH WEREQ NUPDHK QWDRLQN ULZMWK FNVKBIQ G HOBDWIL QUL MAK H U HV D W L\
FORVHO\ OLQNHG WR WKH *URXS V VWUDWHJI\ DV D SURYLWHWUP FFIR Q@QDRWLRQ SURGXFWV DQG VHUYLFHV

7KHUHIRUH WKH LQFLGHQWY LGHQWLILHG LQ WKH GRXEOH PDWH o\V H_ DV i Q
FRQWULEXWH VLIJQLILFDQWO\ WR WKH DGDSWDWLRQ RI WKH FRPS \@%Qﬁ\g@\%% b %a/’?{%%%H%%gg%a%O&UjguglqlxlsJ[L)g
%DQNLQWHU KDV YDULRXV FRPPXQLFDWLRQ FKDQQHOV GHVLJQEIBOWRDVDTDQ_MMX/‘D\V\M-HU/\YI{IF[HH[FKDQJH RI

LQIRUPDWLRQ ZLWK LWV FXVWRPHUV 7KHVH FKDQQHOV DUH GHV l—?F DW I% w—t:)l.(éu J KXPDQ |
RSLQLRQYVY DQG WR SUHVHUYH WKHLU ULJKWV LQFOXGLQJ UHVSH IQ g K
%00 Vd_

%DQNLQWHU LV ILUPO\ FRPPLWWHG WKURXJK LWV KXPDQ ULJKWV v& % QV(\?HROSHFJ([

IRU HIIHFWLYH LOQOWHUDFWLRQ WKDW VWUHQIJWKHQV WKH UHOD Vtz

LQFOXGH GLJLWDO RSWLRQV VXFK DV DSSV DQG RQOLQH SOD V%J} g8 E)' QG +XPL

SHUVRQ FKDQQHOV ZKLFK VHHN WR DGDSW WR GLIITHUHQW W&OIQ/WR_EMHU\HIHW%DQWKWUWEWHLUHNWERQVKLS ZLW

7KLV DSSURDFK DOORZV IRU VWUXFWXUHG PDQDJHPHQW RI| WKHQMIIRWHOMLRHVEHFAWYBQGZWIKAK EBVWEHDQNLQJ SUDFW

XVHG WR DGMXVW RU LPSURYH WKH RUJDQLVDWLRQ V VHUYLS:H'UNRQGCSUBFDWHD’VEMLFK LV WUHDWHG FRQILGHQWLDOO\ DQ
LR R SURPRWHYV

7KH %DQN KDV D VWUXFWXUHG DSSURDFK WR LGHQWLI\LQJY 5@ IILFLDO FKDQ
LQFLGHQWY WKDW PD\ DIIHFW FRQVXPHUV RU HQG XVHUYV 6} 7KH %DQN
FDXVHG RU H[DFHUEDWHG D UHODWLYHO\ VLJQLILFDQW ll?k e/ g @:} 0

PHFKDQLVPV HQVXULQJ D TXLFN DQG HIIHFWLYH UHVSR LFV
SURFHGXUHV IRU UHVROYLQJ LQFLGHQWY WKURXJK WKH &XKMW RFPOHWD GWEJMHFWLWMH(R’IDWIEHQ&KWWQQWFRRQ WR FXVW
GLJLWDO VHFXULW\ LQFLGHQWY WKH LPSOHPHQWDWLRQ RIJWDDRYWBUHHREFO PAPNEUKMMIDQWERH HRWPBIQELPOHDU WUHDW
UHODWLRQVKLS DQG WKH FRQWLQXRXV LPSURYHPHQW RI SURGXEFWMD &R WHKHUUF H\SHEHEPMHE @ R HVEK/HDIMED PAVIEKPVWDQFHYV
RI TXDOLW\ VXUYH\V (DFK RI WKHVH SURFHGXUHV LV GHVLYHHY IWRWERWEBYO WKR SIOHF LIS\ QH QWRKIIW QRIXVW RPHU UHC
WKDW WKH FRQVXPHU UHFHLYHV DQ DSSURSULDWH DQG WLPHOR I MRUXKRQBRQLVP UHVSHFW DQG HWKLFV

7R WKLV HQG %DQNLQWHU DVVXPHV WKH FRPPLWPHQWV F
SURWRFROV DQG VWDQGDUGY LQFOXGLQJ WKH 8QLYHUVDO
BULQFLSOHV RQ %XVLQHVV DQG +XPDQ 5LJKWV WKH WHQ S
&RPSDFW WKH 'HFODUDWLRQ RI WKH ,QWHUQDWLRQDO /C
BULQFLSOHV 7KH SROLF\ ZDV DSSURYHG E\ WKH VXVWDLQDE
PRQLWRULQJ DQG HQIRUFLQJ LW

%DQNLQWHU V +XPDQ 5LJKWV 'XH 'LOLJHQFH 3URFHVV JXDUD
IXQGDPHQWDO ULJKWV WKURXJK WUDQVSDUHQ ,W LQFWKR®
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PHDVXUHV WR SURWHFW SHUVRQDO GDWD FRPSO\ ZLWK FXU U HQ V& RIHSIXIOIQFLIHR @ X CO/GU P D QaDIGINE RMSHAD EQRX/S JXDUDQW H
WKURXJK WRROV VXFK DV WKH &6' WKH &XVWRPHU 2PEXGVPDQ D@G \IKHR QLUGMQ W RD 8URRWP-SFOMLRQAVRI SHUVRQDO GDWI
FKDQQHO 2PEXGVPDQ DQG D FRQILGHQWLDO FRPSODLQWYV FKDQ@HINLDRHH W *DRXSRIOFK DRFUYFHYLRQ SODQ WKDW FRQV!

EXLOGLQJ UHODWLRQVKLSY EDVHG RQ HWKLFV WUXVW DQG PXWXPUODIL_J5||Y(§JI-|F% DGGLWLRQ VSHFLDOLVHG FRXUVHV DUH
$IWHU DQDO\WLQJ WKHVH SRWHQWLDO FODLPV WKH ,QWHUQDO @MBGW RHSOIMFRHICANVGWHE K G WHP\H QWKW FIDWKIVQ WKH EDQN

UHSRUWLQJ LWV FRQFOXVLRQV WR WKH &RPPLWWHH RQ &ULPLQDDLPHIEY BWEBRYRGGQEXNHQ H\QRZBAGXHFW QG VNLOOV
QR FDVHV UHODWHG WR KXPDQ ULJKWV YLRODWLRQV KDYH EHHRUMGRUMHOQG WUHDWPHQWY VSHFLILF WR HDFK DU

%DQNLQWIHMDV\ JRMMAXKOPWDWHY WKH JHQHUDO SULQFLSOHV WKDW WIA_'I-\HR JFIS%FL\V%%/%dzg P%(QIIV\P% |é&\LWK LQWHUQDO DQG UHJ
WR JXDUDQWHH WKH ULJKW WR SULYDF\ 7TUDQVSDUHQF\ %DQNLQWHU *URXS IJXDUDQWHHV WKD!

DERXW ZK FK DWD DUH FHVVH KRZ WKH\ DUH S
7KLV SROLF\ LV EDVHG RQ WKUHH FRUH SLOODUV 3ULYDF\ WUDG éJHE]B)(\(qu)N Lk Ibv VXFK SUR
LWV PDLQ REMHFWLYH LV WR JXDUDQWHH UHVSHFW IRU WKH ULg WSWBH§U2Y@R\ 586 W ﬂ_}W,I_.,Q VRRI 5HJIXOD\

SHUVRQDO GDWD RI LQWHUHVWHG SDUWLHV LQ DFFRUGDQFH WL WHRME DY MD&ﬁl){@Wlﬂdeﬂ%R $SULO R
5HJXODWLRQ *'35 ,W DSSOLHV WR DOO %DQNLQWHU *URXS HQWAWLH Y P& & RV YWk R 5 REMALYILAL HY $HHODRWHS G D W
WR WKH SURFHVVLQJ RI SHUVRQDO GDWD 7KH %DQNLQWHU *UR¥H W DS KIMDPF\QPRAHE)N LV 3BERPRGW W HEKMROO RWKHU GD\
FRPSO\LQJ ZLWK WKH *'35 DQG DQ\ RWKHU GDWD SURWHFWLRQ UHRX®RWLR QVKDQV | BYIFH WQWKHH FIRYDWULHVKWY DSSUR®
ZKHUH LW RSHUDWHV 1R RWKHU VSHFLILF WKLUG SDUW\ VWD QG D6 § NRL WRHLIN L DR HR\E BWHIWAHAVQ WELBRH GXSGDWH RI WKH

5HVSRQVLELOLW\ IRU LPSOHPHQWLQJ WKH SROLF\ OLHV DW WK#QR'\UZ{Hﬁ'\\/WH&H§?|L(5Wﬂzﬁ\Ovﬁ'HOQLFJ'E)é@\'/%VvPL'ﬁ% DJDLQ RI Wl

HQVXULQJ WKDW DOO UHIJXODWLRQV DUH FRPSOLHG ZLWK DQGoW&RPSXMWHUW \VHIEXKWM W \R |7 YW BANHXNRLOQBNHHJU JURROSSY KDV DOO
DUH SURWHFWHG 7KLV SROLF\ GHWDLOV WKH RUJDQLVDWLRQDO $WDKHWXR IS WHYBDQG LYW ®UHIPY DDFLOXUH DQG RU XQDXWK

GDWD DYDLODEOH
7R HQVXUH WKH FRUUHFW KDQGOLQJ RI FRQILGHQWLDO LQIRUPDWLRQ DQG SUHYHQW FXVWRPHU GDWD OHDNYV

WKH %DQN KDV D 3ULYDF\ & RPPLWWHH D FROOHJIJLDWH ERG\QKRRASODLDQHMKQFWMIR G UN YW R OLRP RWH. Y QXMWRRP HWD QMU Q
DSSURYH LQLWLDWLYHV Rl VWUDWHJILF LPSRUWDQFH IRU % v Z&D VAR RIRIFN F B HIIHL IOW VW MIKH SURFHG XUt
SULYDF\ ULJKWV RI GDWD VXEMHFWYV 7KLV FRPPLWWHH LV PRRPULVHGF PRWRPONIRFRRHORUQMNO D QIGP HOMLPY WV JHQHUI
7KH FKDLU RI WKH 3ULYDF\ &RPPLWWHH VKDOO UHSRUW DW BMBOLN/ W RGQXBEBRO WRWKARBPIXGDWOMMYG IF&RPWEHD §KRUWHVW
FRPPLWWHH RI WKH %RDUG RI 'LUHFWRUV RQ WKH DFWLYLW\VRW\N‘KH-DFWF-’RQWWK-IH-I FRPPHUFLDO DQG SURIHVVLRQDO KRQR
HUVR QHO DQG WKHLU H[SHULH 'Q (,_QlIL DQFLDO DFWLYL

)LQDOO\ WKH SULYDF\ SROLF\ LV PDGH DYDLODEOH WR DO® Upig WKSR*I W 0 B 8 SKOLIKWLQJ
FRPPXQLFDWLRQ FKDQQHOV HQVXULQJ WKDW VWDNHKROGHLUGNQ'WLS cS?(é; MRS W RU SN WY EEQW\HH%XWH FXVWRPHU V
WR LWV DSSOLFDWLRQ KDYH DFFHVV WR LW 2SSRUWXQLWLHV WR LPSURYH SURFHVVHV DQG VHUYLFHV E

7KLV SROLF\ DOVR GHILQHV WKH RUJDQLVDWLRQDO VWUXFWRA@WLARQMDO®GLQJI SULYDF\ LPSOHPHQWHG LQ WKH

%DQNLQWHU *URXS 7KLV VWUXFWXUH HQVXUHV WKDW DQ\ L,@'ngh%\qy#ykbg(@&mq,w\%%H@,@um FHYMLRA RI WKH %

FDUULHG RXW WKDW PD\ KDYH DQ LPSDFW RQ WKH ULJKW W\BX%IVI/It\éQB\UPIQ RABKA Wak i | WM L% ﬁW%FOVM!i QG ZLWK W

FRPSOLHV ZLWK WKH UHJXODWLRQV LQ IRUFH RQ WKLV PDWIHY o[ Kby RYS DRy SN \RLQEQ)Q_'W B YWARSHWKH SrRO
XS Rl WKH IROORZLQJ ERGLHV 3ULYDF\ &RPPLWWHH &RUSRE QWK ?(LE)LYYHDI]':\RBQQUPL 3GRW sFLy\H- QthLQE S LOWHIULW\

DQG SULYDF\ DQG GDWD SURWHFWLRQ RIILFHUV RI WKH YRYHRXKQERW LW LY, 1M KD E‘?H?H%%%Wuﬁjx\ﬁfB'WLRQV DOG J)
%DQNLQWHU *URXS /IDZ DQG 2UGHU (&& ZKLFK UHJXODWH WKH FXVW

%RWK WKH RUJDQLVDWLRQDO VWUXFWXUH DQG WKH *RYHUQDXF N HUBPHZR PR & MW WXUWRPHOH RPEWERKBDKD R ILOQDQFLE
LPSOHPHQWHG LQ WHUPV RI SULYDF\ DQG GDWD SURWHFWLRY KV KD H- QW B WHWWNM #BbETRVIMRIEH UV RXS I HQVXULQJ
PHHW LWV REMHFWLYH Rl JXDUDQWHHLQJ PD[LPXP UHVSHKRQROH® KR LY\ AQ ® A sl HDEFW @\Q @ KDV VLELOLWY RI DS

SURWHFWLRQ RI DOO LWV FXVWRPHUV VKDUHKROGHUV DQGWMP@MRIHHEIOLQ WKH &109 DQG WKH '*6 LQ FDVH RI GLVDJUH
LV PHQWLRQHG
7R DFKLHYH WKLV REMHFWLYH WKH %DQNLQWHU *URXS UHOLHV RQ IRXU EDVLF SLOODUV
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, W LY DYDLODEOH WR VWDNHKROGHUV LQFOXGLQJ FXVWRPHQVOZIOR ZDWKHWX HHE WRINGL D IR W KRR VM LZAGKHROR RWHW R1 WKH *XLC
FRQWULEXWH WR LWV LPSOHPHQWDWLRQ FODLPV IRU WKH VHFXULWLHV DQG EDQNLQJ VHFWRUV RI |

7KH SROLF\ LV GHYHORSHG ZLWK HIIHFWLYH DQG WUDQVSD \éLUV Lffg '%@%Z% Wog &%%%%5 23\3\;/|_|5QQGR|L|Q:><
FRPSODLQWY HQVXULQJ UDSLG DQG DSSURSULDWH SURFHV\y L WKH % QJ(\)B PXVW FRO
UHJLVWUDWLRQ RI HDFK FRPSODLQW DQG WKH PHDVXUHV DG é \/\5* y&wpv QG FODLPV LQ RUGHU WR LG
%DQNLQWHU PDNHV WKH IROORZLQJ LQIRUPDWLRQ DYDLODF_SCDJHRE/\m*PXVD/\Q@QBWPE@WIIKDI@QOWKWOQRWHFJ@VERR)(DJ@O DQRG FRQ

DYDLODEOH LQ DOO EUDQFKHV RSHQ WRZAZKEDQXEQWH WD ORP RY W)Y W WHEW SURFHVY DQG UHVROYH WKRVH LV

RUDWLYD FRPSODLQWY UHFHLYHG WKH 6$& FDUULHV RXW YDULRXV S
7KH H[LVWHQFH Rl WKH 6%$& DQG WKH &XVWRPHU 2PEXGWHVFQ LAMK LBOWKHGEEB WRRVHBRQ WX ISURFHGXUH SURFHVVLQ.

SRVWDO DQG HOHFWURQLF DGGUHVVHYV 7KH EDQN GRHVY QRW KDYH D VSHFLILF SROLF\ UHJDUGLQJ
7KH REOLJDWLRQ WR DGGUHVV DQG UHVROYH FRPS+RZHYHU LQ 'HFHPEHU D VWUDWHJI\ ZDV HVWHBO3I(BKEHG I
FXVWRPHUV UHODWHG WR WKHLU OHJDOO\ UHFRJQLAHGKLOWHDNWEVROQQUBXULERWVF BL@RDWYKHSVN /LVWHQ 3U
PD[LPXP UHVSRQVH SHULRG EHLQJ WKDW HVWDEOLYVKHE URY M RHK 5 HOHHUDR UK IXKDW M/ L RakVW IHQILFLHQF\ R1I WKH VX
IRUFH DQG ZKHUH DSSOLFDEOH LQ WKH VSHFLILFRPRLESDWQRRQV QDY XRIWFRI RMMNVRPAHUIY 7R €/LVWHQiI D 9F
SUHVHQWDWLRQ RI WKH FODLP RU FRPSODLQW LPSOHPHQWHG WR HQDEOH WKH LQGXVWULDOLVDWLRQ RI FX

HNV WR XSGDWH DWHFDOLEUDWH WKH 3UHGLFWLYH 4X

7KH H[LVWHQFH RI D 5HJXODWLRQ IRU WKH RSHUDWLL%QR%IPWLRQSB%(PGQ L& XVWRP Y v XOWY WKURXJK SLOJ
2PEXGVPDQ SHUFHSWLRQ RI HDFK FXVWRPHU LQ D SHUVRQDOLVHG ZD\ I

,Q WKH HYHQW RI D UHVROXWLRQ WKDW LV QRW WHKWLYIbRERULGWRO R GAX WVWWRPAO\ RWKH é$FWi SLOODU VH
GLVDJUHHPHQW ZLWK WKH UHVXOW LQIRUPDWLRQ UHWHHEISY ) DREHFEKKWMRRH Y UMYV RR @RIOYW WKW WQYHTXLUH LPPHGL

WKH FRUUHVSRQGLQJ &RPSODLQWV 6HUYLFH GHSHQGLQHKRSQ WKH v BMWIIbW L QL EXFMOBHFR UKD @Y ITHUHQW DFWLRQ

RI 6SDLQ &109 RU *HQHUDO 'LURFWRUDWH RI,QUXUD QI (RGN & X VWG kY POWRVEOERHRIES 7K LFK WUDQVODWHY
WKDW EHIRUH JRLQJ WR WKHVH JRYHUQLQJ ERGLHV WKH FXVWRPHU PXVW KDYH SUHYLRX

ORGJHG WKHLU FRPSODLQW ZLWK WKH &XVWRPHU 6HUH LFIH WAHIS POW® HIGRW X VRIY ZNWXSW\MLQJ FRPSDQ\ FRQWDT

&XVWRPHU 2PEXGVPDQ LI RQH H[LVWYV LQIRUPDWLRQ LV DOZD\V DFFXUDWH DQG XS WR GDWH ,Q DG

WR LQFUHDVH WKH SHUFHOWDJH RI UHVSRSVHV WR VXUYH\

SHIHUHQFHV WR WKH UHJXODWLRQV RQ WUDQVSDUHQH),_%%%@AJ@W@ Wi 8 D &b 5@,@@@, BRI YNLYFYZ RI FXVWRPHU
FXVWRPHUYV

HJDUG W QLOJ HIIRUWV DUH EHLQJ PDGH WR HQKDQ

&RPPXQLFDWLRQV RI WKH UHVROXWLRQ RI FRPSODLQWV RYFOIIEVLEDER Hj\ﬁgﬂJﬁvaRﬁprgﬁngDF H RI WKH 136 D

GHSDUWPHQW ZLOO EH VHQW E\ RUGLQDU\ PDLO LI WKH FXVWWRRBH &GD%QQQ WG 3R U WRPPEEWLOWRXQVI PSURYHPHQW

WR EH VHQW E\ SDSHU PDLO WR %DQNLQWHU RU ZLOO EHG'F;{;\L/W LR UWKH D Wit k WY RS HHMQ vWB KWKKHLKK RZ DUMD

FRPPXQLFDWLRQV RQ WKH ZHEVLWH ,Q DGGLWLRQ UHJDUGOFIoR! P W R,cév&lDB%QﬁXQLFPNVkBgNHG ZLWK EUD.

GHOLYHU\ IURP WKH GD\ DIWHU WKH UHVROXWLRQ WKH

R i FW'f'i(%?—l" ﬁ'&’o%b%\WKHDVXUHV ZHU
ZHEVLWH DV D FRS\ ZLOO EH JHQHUDWHG DQG PDGH DYDLGq(qJEL%l\j/ WR VA Gy \RIEYRBY R0

Wkl DFKLHYLQJ LP

%DQNLQWHU ZHEVLWH DQG LQ WKH FDVH RI %DQNLQWHUFDUG FXVWRPHUV “LQ WKH' 60\ FRP XQ FOWLROV

VHFWLRQ $ GHWDLOHG D DO\VLV RI WKH HVXOWV LV DOVR FRQGXFY
SHWDLO %D QJ 3u YDWH %DONL %XVLQHVV %DQNLQJ

$GGLWLRQDOO\ D OLQN SURYLGLQJ HDV\ DFFHVV WR WKH UKV$R Y §v ® & AWIKH) & o F;/pg H§U§_|I-':L|J_\(/ FHGHQWLILFDV

GHSDUWPHQW ZLOO DSSHDU LQ WKH FXVWRPHU V JOREDO SRVLWHEE; 7I§H VORR R GBS POYR Wol ® RYUKE WR HDFK V!
UHVSRQVH WR WKHLU FODLP FRPSODLQW LQ WKH QRWLILFDWkB@YV\y\HB éR\gDV\ylg\wldJ,grws QY& VERARY YWRBUGLHG RxW

LQ WKH :HEPDLO DQG LQ WKH EDQN V VIVWHPV IRU D SHULRG gd o bR HQVXULQJ WKDW WKH QHFHVVDU\ DGMXVWP

I WKH FXVWRPHU KDV WKHLU H PDLO DGGUHVV LQ WKHLU L'BWYSH&*FLI@WWQ#@QLW%W/W EH VHQW WKH
DWWDFKHG UHVSRQVH OHWWHU LQ WKH H PDLO VHQW IURP RXU EDQN
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'"HWDLOHG UHSRUWYV DUH WKHQ SURGXFHG VXPPDULVLQJ WKHYPDOQHBHLQGWR RV LLKJQRORGWQAR QU DYKXHOWD BOHRDLQWDLQLQJ
DQG H[SODQDWRU\ FRPPHQWY 7KHVH UHSRUWY DUH VKDUHBRBRWLKQ M IGAHVMIHUHQW DUHDV RI WKH %DQN

WKURXJK LQWHUQDO SODWIRUPV VXFK DV WKH LQWUDQHW EIQVS)%UL% B/gg&\/ WK'UVE{JWDVS&%YJMEDQ/H I};V'J-{/\PPV \%IBYU
7 oL LHV (@) LYL H DQG SKD
DFFHVV WR WKH UHOHYDQW LQIRUPDWLRQ LQWHUQDO DQG H[WHUQDO DVSHFWV LQFOXGLQJ FULWLFDC

&RPPXQLFDWLRQ RI UHVXOWY LV FDUULHG RXW WKURXJK PMEWRIQL¥Y ODRBGCGYURIVWEW RWUIRQVVDWIHR DW WKH

WHDPV DQG GHSDUWPHQWV LQYROYHG LQ ZKLFK ILQGLQJV\&)%“ﬂiW\E g%e D, %ﬁé‘ HEW gg&gg/ RQY MPHQWDWLR
SODQOHG ,0 DGGLWLRQ VSHFLILF IHHGEDFN LV VHOW WR B ﬁu 15 \}_ltbq% k R\Iﬁ WElEPFE SE T H P how
62 ,(&

VSHFLILF DUHDV IRU LPSURYHPHQW LQWHUQDWLRQDO VWDQGDUGYV LQIRUPDWLRQ \
)LQDOO\ DFWLRQ PHDVXUHV GHULYHG IURP WKH UHVXOWYV EQBOXN.®KLAVKDQZKRWH FHURFHNY¥BWLWQD LZHWH URMQHZHG LQ
HPSOR\HHV DQG DGMXVWPHQWY LQ FXVWRPHU VHUYLFH WKMUDWHYWHRQ RKHWHR MAHFDWX DO WKH GHYHORSPHQW RI Sl

FRQWLQXRXVO\ PRQLWRUHG WKURXJK NH\ TXDOLW\ DQG VD L(\)/%J WLRQ %g% U&jv zg&gg é(ULﬁ \E% oH1DO ER
VXUYH\V VFKHGXOHG WR HYDOXDWH WKHLU HIIHFWLYHQHVV o@ (L%‘-?JégHE & %ELQ 'E D@l? \SPDS% @QGDUGV W

FRQVWDQW LPSURYHPHQWYV VWDNHKROGHUV VXFK DV FXVWRPHUV VWDII DQG SDUWQHU
&RPPXQLFDWLRQ RI UHVXOWY LV FDUULHG RXW WKURXJK PHBRW@WLRJY DQG SUHVHQWDWLRQV DLPHG DW WKH

WHDPV DQG GHSDUWPHQWY LQYROYHG LQ ZKLFK ILQGLQJV VFOXé H %F %\g EH PB? R v%éJHF
\ gﬁgl % P WKURXJK
SODQQOHG ,Q0 DGGLWLRQ VSHFLILF IHHGEDFN LV VHOW WR M\gégqg’ > E% B‘%‘ﬁK E \\é/ g&?ﬁ_ ﬁy I%'/'VL'L Vo6 Sl

VSHFLILF DUHDV IRU LPSURYHPHQW LPSURYHPHQW LV HQVXUHG WKURXJK DXGLWV UHYLHZV DQG

7KH RSHUDWLRQDO PDQDJHU RI WKHVH VXUYH\V LV WKH K | 4 W\ %DONLQWHU 0

VXEPLW WKH UHVXOWV WR WKH ODQDJHPHQW 7HDP RQ D Pr[%g?ﬁp@dz‘gg%{ \&V}EVW @?%@?Q&M ¥ WRS SULRULWL

FRPPLWWHH Rl WKH %DQN RQ DQ DQOXDO EDVLYV - HDV X W DQG VWDII WHG WR WKLV DUH
FRQILGHQWLDOLW\ LQWHJULW\ DQG DYDLODELOLW\ WR FXVW

,Q DGGLWLRQ WKH 4XDOLW\ GHSDUWPHQW WRJHWKHU ZLWK RWKH HDV RI.WKH % U X

&RPPHUFLDO 3URWRFRO WKDW HVWDEOLVKHV WKH EHKDYLRE‘?ﬁ%LﬁH%ﬁg—Y@ lR\éJ %%UEEﬁDOWLLF@S%\yR’Lg?%ﬁWRWGDW FR

FXUUHQW DQG SRWHQWLDO FXVWRPHUV 7KLV SURWRFRO L w ﬁ ¢ ﬁ% HEW-RTVs52v uHoDWHG WR

FXVWRPHU VHUYLFH 7KHVH FRPPLWPHQWY DUH VHW RXW LQ WKH 'LILWDO 6HFXU

7KH &RPPHUFLDO 3URWRFRO RUJDQLVHV WKH FRPPHUFLDO TUHOVWHRVKRQVL W R W HRYRYAFWRDRRE LRWHUQDO S
&RQWDFW ([SODQDWLRQ DQG &RPPHUFLDO $FWLRQ GHILQLRKHWHKHLBY ORGHWEL WK H Q 6 FRUHHKODMLRIX BV WHXHITIXMWUREG EXVLQHVYV
DW HDFK VWD JH WKUHDWYV VXFK DV GLVWULEXWHG GHQLDO RI VHUYLFH DWWE

&RPSOLDQFH ZLWK WKLV SURWRFRO LV DVVHVVHG VHPL DRIQKXOQ\RLQVRIP QA , ¥R RXENVDIPF RUILWHYUBPHYRIWUN D IUDPHZI
QHWZRUN XVLQJ WKH 0\WWWHU\ 6KRSSLQJ WHFKQLTXH FDUPDDRKGURYMY EPIINWWUQMDSRYXGEWRUYR PKHDWXUH WKH OHYHO
SURFHGXUH DOORZV YHULILFDWLRQ RI WKH GHJUHH RI FRPISIOXOW A PN HIYW DEXBL P IHE PIXUG WOVRHWRD QK H %DQN G
SURYLGHY DQ REMHFWLYH TXDOLW\ LQGLFDWRU WKDW LV FRPSPRKMHG ZDWYE |RQYD QF LD @ XiHE W R B D/VAWRRQ GORUGH DPELWLR XV [

$00 FRPSDQLHV DQG VXEVLGLDULHV WKDW IRUP spuw RI KPRHEHIEXSYRSRY A PLOoDU RSHUDWLQJ DQG
PDQDJHPHQW PHFKDQLVPV +RZHYHU HDFK RI WKHVH SURFHBWEKY KD\ UEHVH Q ZDVGDISWH 6 OVR BHYSRWMEHG RQ WKH EDQN V V

WR WKH SDUWLFXODULWLHYV RI HDFK UHJLRQ LQ ZKLFK WKHWXK$HHUOMISHY O NAIRY NL@DW RS PWKRXQW\IJHRBRIUDSKERDOQHYV

UHJXODWRU\ DQG FXOWXUDO IDFWRUV WKDW PD\ LQIOXHQFH WKHLU LPSOHPHQWDWLRQ
$ WHDP ZDV DOVR FUHDWHG WR DGGUHVV WKH DSSOLFDWLR(

7KH %DQNLQWHU *URXS KDV D UHJXODWRHE XIWIDWH DRWGN % RWIHGMNWOVES RWVWNY. EOH WR HQVXUH LWV HDUO\ FRPSOLDQFH D
&ROWLOQOXLWYKBRRK PLHPVWR JXDUDQWHH WKH VHFXULW\ RI LOVXERDRWLBQLPIQ G WK H FERIRVWHSQ XDWVHRUPY RI GLILWDO UHVLOL

WKH %DQN V RSHUDWLRQV LQ WKH HYHQW RI SRVVLEOH GLVUXSWLYH LOFLGH REMHFWLYHV LOFOX

WV WYV GH
SURWHFWLQJ HPSOR\HHV FXVWRPHUV DQG WKH EUDQG HQVQ(OAU%j ARYL PR IILFé%'EbWL"de(L%\W\L BFHQAYP YR PHDVXUH\
DQG UHFRYHU\ XDYH EHHQ GHSORVHG $W WKH VDPH WLPI

PDQDJHPHQW RI LGHQWLWLHVY SDVVZRUGV DGGLWLRQDO DX
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7KH DUHD V DFWLYLW\ ZDV FRPSOHWHG ZLWK WKH GHYHOR SKHQ KL R HVAD WWHHYH\WOV BIOWE WY IRWIBYHUYMWEZRR UHVSRQVLEOH
DUH WKH ZHDNHVW OLQM LQ WKH VHFXULW\ FKDLQ VXVWDLQDELOLW\ FRPPLWWHH ZKLFK DSSURYHV WKH SROLF

&\EHUVHFXULW\ 7UDLQLQJ UHSRUWY

7KLV SROLF\ UHIHUV DO SDQLVK DQG _(XURSHDQ UH.
7KH %DQN UXQV RQOLQH WUDLQLQJ SURJUDPPHV IRU ZRUNHUY G- MK H & QW ILR W Wk B Q G DAL P2 bR/Q%(”@_thbDLQ 81( DF
UXQ WR FKHFN KRZ FRQILGHQWLDO LQIRUPDWLRQ SDVVZ \b | We H QW ! LFFRDIME W8 LoWHUJPRLEYDOO\ UHFRJIQL
XQLQWHQWLRQDOO\ GLVFORVHG YLD H PDLO WH[W PHVVDJ&YL YWHRIWKD Q¥4 F SHKRSMLRBORN + XEBKRLQJIKWWF WKH &RQYHQ

6RPH RI WKHVH H[HUFLVHV ZHUH H[SDQGHG LQ ZLWK WKH ¢pll BURRRYHD B G BPK W IsSQL QF6%8 ORQ®RI WKH *OREDO &RPSDH
KDFNLQJ VRFLDO HQJLQHHULQJ ZLWK 45 FRGHV H[HUFLVHYV
,W KDV EHHQ HVWDEOLVKHG WDNLQJ LQWR DFFRXQW WKH

,Q DGGLWLRQ LQ UROH SOD\ H[HUFLVHV ZHUH FDUULHGFRXWRRPRG VYWHZURVKPBQUVODHPEOWLMNR DQBOWKIH %DQN V HPSO
GHFLVLRQ PDNLQJ DQG HYDOXDWH WKH UHDFWLRQ RI WRBLEOWROQIDHPAHO W GUWHDW® DIOQFRVMPHWIRE WRI
S D M RO Ly S e B AR ML BRI 051§ WIRGRHUI v 21 -
X {WV LPSOHPHQWDWLRQ WKURXJK %DQNLQ
7KH DZDUHQHVV UDLVLQJ ZRUN DOVR H[WHQGHG WR H[WHX®P®ODWHE X XKUEZOQWK GLUHFW LQLWLDWLYHV IRU
%WDQNLQWHU FXVWRPHUY DQG QRQ FXVWRPHUV 7R WKLV H H, L ZH W D E
ZKHUH \RX FDQ WDNH D FRXUVH ZLWK DQ LPPHUVLYH H[SHU§E§EE&¥:§QIC\?JVY_%\/&gggﬁﬁgyﬁb@%ﬁKiﬁ&%EggéﬁizwvVLELOLW\ P
ERRNV PDQXDOV HWF

7KH EDQN KDV GHYHORSHG WKH 8QLYHUVDO $FFHVVLELOLW!
&\EHU ,QWHOOLJHQFH DQWLFLSDWLQJ SUREOHPYV DFFRUGLQJ WR WKH 81( VWDQGDUG 7KLV LPSOLHV WKD\

$W WKH VDPH WLPH %DQNLQWHU GHSOR\HG D F\EHU LQWHOOL3HBFHVVYHYYROK SRR REGOUWKHY HOUHOLQ@EGDFH WR HQVXI
SUHYHQWLYH LQIRUPDWLRQ RQ WKUHDWYV VXFK DV VWROHQ FXVWRPWKHFBENBW8 Wi B AW HF RIRREZRP DWRIGG PRUH GR WG WR HQV
FDUG QXPEHUV EUDQG DEXVH HWF VHUYLFHV

7KLV VHUYLFH SURYLGHYV DGGLWLRQDO YLVLELOLW\ LQWR ZKDW U/KHKBEIVOEBRIRLWRFEHHLRX Y EHRUIEOHURQGKXRRHUVWDQC
WRJIJHWKHU ZLWK WKH LQWHUQDO LQIRUPDWLRQ UHSRUWHG WR PBIoHEWPWM B %PQUNR RAE SHHRUBDBPW b P DGH WR FRPS

ULVN LQGLFDWRUV DOORZV IRU WKH FRQVWUXFWLRQ RI D JOREDQ HHF WX UHRWY KM P $ 16 ZL@RZ WKH ol A0S vwD Q ¢

%
'
B
©

SURDFWLYH PDQDJHPHQW RI WKUHDWV DQG ULVNYV DIIHFW WKH %DQN DQG HYHU\ HIIRUW LV PDGH WR FRPS
7R XQLI\ DOO WKH LQIRUPDWLRQ QHFHVVDU\ IRU LWV FRUUHFW PP QRIHP MWERW  phio VMG WHDIILE WS RMBE6W RRQWLQXDO O
WKH ORGHUQ 62& B6HFXULW\ 2SHUDWLRQ &HQWUH LQ [ PRGH ZDV FRPSOHWHG

QVXUH WKDW WKH LPSOHPHQWHG V\VWHP FDQ EH DXGLWHC
7KHVH VHFXULW\ RSHUDWLRQV FHQWUHV DUH KLJKO\ VSHFFMNQWIHGFD®ERKDERGL[ISVWUWRSHRDORNIWRDOWYDMELOLW WR |
GLIIHUHQW OHYHOV RI VXSSRUW DQG DQDO\VLV ZKLFK JXPHIDVROQHHO FRRQVVODAWR N QREZOHEHP HD@QWBY DR G LWV RZQ UHT

DSSURSULDWH UHVSRQVH WR LQFLGHQWYV ZRUOGZLGH DQG ZLWK B FRPSUHKERVEY s ¥HUYEE P EHio WONHO LOWR DFFRX
$V D IUDPHZRUN IRU DFWLRQ LQ WKH PDQDJHPHQW RI 8QLYHUYV, FEH WKH %DQN HU *

KDV HVWDEGE¥KNSLBEQOLWK HBRPOLE REMHFWLYH RI ZKLFK L\P P% L‘E*lng X SEF\2:%HLD%\%\ZL'LRHBﬁ%,ERQSL\éVFOEsV[\)
RSSRUWXQLWLHYV DQG QRQ GLVFULPLQDWLRQ RI SHRSOH L ﬁé L3P 'ﬁ% é\ﬁ%é)gﬁ)%;@bw»é W%g;%%ﬂ Fraton
SLOODUV WR PHHW WKH H[SHFWDWLRQV RI RXU VWDNHKRO Léz U e AR LRQ
DQG TXDOLW\ VHUYLFH E 8VHU IRFXV $00 PHPEHUV Rl WKH %DQN PXVW XQGHUVWD
7KH SROLF\ DGGUHVVHV WKH ULVNV RI QRW FRPSO\LQJ ZL V’%}?ﬁm\%ﬂ%\%@gw %@/E%/(E\BB@ HAW Y QPP B FXVWRPHUV
UHVXOW LQ WKH H[FOXVLRQ RI SHRSOH ZLWK GLVDELOLWLHWY bY il D’% LPSURYLQJ FXVWRPHU
LQFOXVLRQ DQG VDWLVIDFWLRQ DV ZHOO DV FRPSO\LQJ ZLWK /@B &MY WKLIX ORDLIRIHW H WD 8 510 GH/V DAORS WiK/HY B @ ILWIH VW §

%DQNLQWHU *URXS DQG PDLQWDLQLQJ DQ RUJDQLVDWLRQ WKDW IRVWHUV D ZRU
LWV VWDIlI WR EHFRPH IXO0O\ LQYROYHG DQG FRPPLWWHG WR
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G 6WDII SDUWLFLSDWLRQ 7TKH %DQN V HPSOR\HHV UHJDUGOHV& &W DWKHLGER R¥XPHPOPW \Z MWXKKQD WEBRGXFW VKHHWYV |

RUJDQLVDWLRQ DUH WKH HVVHQFH RI WKH VHUYLFH DQG WKHLU WRBWDIQF%(%Y%Q\/WF#(?I}(VUB\?IQEZI%/\ W%EéBLI?_'FUL\PLWLHV

WR EH XVHG IRU WKH EHQHILW RI WKH XVHUV

H_ SURFHVV EDVHG DSSURDFK 7R DFKLHYH VDWLVIDFwWRU\ - SZGRbAERRIVIIERE Y NL%?@?@%QWOW\@(ngQéu\QEQ\gW!

DFWLYLWLHV DQG UHVRXUFHV DV SURFHVVHV WUDQVSDUHQW 7KH JHQHUDO REMHFWLYHV LQFOXGH HQVX
I 6\WWHP DSSURDFK WR PDQDJHPHQW 7R DFKLHYH WKH RENMHE WXHWHQWW UHFEOW W LIRRFWWHB¥H WMROLF\ DGGUHVVHYV
HITHFWLYHQHVY DQG HIILFLHQF\ Rl WKH ZRUN WKH GLIIHUKR®SERIVWVWREGMWYHNVDWR PPRWRHIE FROVREHULYHODWLRQVKLSYV
WKDW WKH\ DUH LQWHUUHODWHG DQG VWXG\LQJ WKHP LQ GRWBGLWY DQG SHULRGLF UHYLHZV WR HQVXUH FRPSOLDQFH

J &RQWLQXRXV LPSURYHPHQW $W WKH %DQN WKH FRQWLQXRXY ARPSH FRYHWKOIWSRIODB\O FRXVUHEYREAQVRY %DQNLQWHU V
DQG DFWLYLWLHV LV D SHUPDQHQW REMHFWLYH GHYHORSPHQW DQG SURPRWLRQ SKDVHV Rl SURGXFWV DQ(

JURXSYV L8FOXGLQJ FXVWRPHUV VWDII DSG UHJXODWRUYV
K (YLGHQFH EDVHG DSSURDFK WR GHFLVLRQ PDNLQJ $W WKH %DQN HFLVLRQV DUH PDGH EDVHG D

GLDJQRVLV RI WKH SUREOHP FDUULHG RXW WKURXJK WKH FKIPSKODIWHMN OPGCHDORIO WK N R U DYQLOMW ORHQGODMMS RQVLEOH
DQG LQIRUPDWLRQ XVHUV VXSSOLHUV HPSOR\HHV SURFHWRNUGQRI DIRYVHPW RUWVZKLFK RYHUVHHY LWV LPSOHPHQWDWL

,Q %DQNLQWHU ZLOO KDYH UHQHZHG LWV 81( FHUWD QNFDOWLRQ LR FRRPILQIWD G WARFHWV SHFWLQJ WKLUG SDUW\
PRQLWRULQJ DQG HYDOXDWLQJ WKH PHDVXUHYV LPSOHPHQWHWKIHRliDIA/V\L\R(?IfD)(DCB\NHQLDIQ/F‘HHV?&DVJI\D-QI\Q&PQPLVVLRQ &109
UHQHZDO UHIOHFWV WKH HIIHFWLYHQHVV RI WKH SURFHGXUHV D F LROV DGRS H LQJ
FRPSOLDQFH ZLWK WKH UHTXLUHG TXDOLW\ DQG PDQDJHPHQ! W 'E) WKR'SROLFL SBUWLFXODU DWWHQWLRQ LV
VXUL W K D WKHLU QHHGV DQG HISHEWDWLROV DUH FRC
$W %DQNLQWHU 3RUWXJDO WKH 3URSHUWLHV DUHD LV FRQWLQXL LWV UHPRGHOOLQJ SODQ WR JXDUDQWHH
SK\WLFDO DFFHVV WR DOO EUDQFKHY DQG ZRUN FHQWUHYV TKU WRE o\ IQ\N Gk* VIWRPPHAPE Bl VR W-RIW Y WKWHG SDUWLH\
UHGXFHG PRELOLW\ RPPXQLFDWLRQ FKDQQHOV HQVXULQJ WKDW VWDNHKROGF

SOHP DWLR
,Q WKH ILHOG RI GLJLWDO DFFHVVLELOLW\ WKH QHFHVVDU\ PHDVXU%V DUH g LQJ WDNHQ WR DGDSW WR WKH

QHZ UHJXODWRU\ UHTXLUHPHQWY WKDW FRPH LQWR IRUFH LIKALBHQHUDO SULQFLSOHV RI DFWLRQ E\ ZKLFK %DQNLQWHU
EH JRYHUQHG LQ WKHLU FRPPHUFLDO FRPPXQLFDWLRQV RI

7KH PDLQ RQHV DUH HVWDEOLVKHG WKURXJK WKH FRPPXQLFDWLRQ SROLF\ SXEOL
3UHSDUDWLRQ RI DXGLWV IRU WKH ILUVW TXDUWHU \H.D,
ZHEVLWHV 7KLV DSSURDFK ZLOO DOVR EH UHSOLFDW$ %h%%i%QE&@%B&?@%@%KLFKH\Q’K&USLF;%"GF\
3RUWXJDO DQG ,UHODQG 7KLV PHDVXUH LV NH\ WR D Ve Sskele;
GLJLWDO DVVHWV DQG IURP KHUH EHLQJ DEOH WR PRQLWRULQJ VAVWHPV

FRQWLQXRXVY UHSRUWLQJ DQG REMHFWLYHV LQ WKLYV UHJUU@DPSDL\]Q DQG $GYHUWLVLQJ &RQWURO 6\VWWHP

'RUN LV XQGHUZD\ WR GHILQH GLJLWDO GHYHORSPHGQ@W [mpwwag,je\gg,;g HNHW\@M@DW@RQDWHULDO ULVN WKH %
DXWRPDWLF WHVWV FRPPXQLFDWLRQ IORZV EHWZHHQY WMHO bQI}_@ J@F [53?\6 DGYHUWLVLQJ PDWHULI
M#J \44\;‘] D®

FRQWUDFWXDO FRQWHQW IRU VXSSOLHUV WR HQVXWMdeBWL@ \g) Q@ZW§ ROWHBWHULDO XQGHU.
UHJXODWRU\ FRPSOLDQFH LQ WHUPV RI DFFHVVLELOLWIAHH_\HV%QB s RQIHOHVWRQH -

:RUN LV XQGHUZD\ WR LGHQWLI\ FULWLFDO SRLQWYV I

EDUULHUV DIIHFWLQJ VHUYLFHV RIIHUHG E\ %DQNLQ '9 hWU'EHRDQVWSJURF?SEUDLVPHDGU

LQYROYHPHQW LQ DOO WKH %DQN V FKDQQHOV VXFK YUHV 7KHVH DUHI

LGHQWLILFDWLRQ Rl FXVWRPHUV VHFXULW\ 7KH FKD ? BSEEJ\% RO DV VHW RXW L.

WKHVH SURFHVVHV VLQFH DQ\ PRGLILFDWLRQ KDV D

WHFKQRORJLFDO UHVRXUFHV 7KH VHFRQG DQG WKLUG OLQHV RI FRQWURO 5HJXODWRU\

"RUNV UHODWHG WR GRFXPHQW DFFHVVLELOLW\ R] $XGLW DUH UHVSRQVLEOH IRU YHULI\LQJ WKH HIIHFWLYHQ
FRPSOLDQFH ZLWK DGYHUWLVLQJ UHJXODWLRQV DQG HQVX

8 7UDQVDFWLRQDO GRFXPHQWYV SROLF\ DQG LWV LQWHUQDO SURFHGXUHYV

JLIOODU  'LVFORVXUHV 5HSRUW



6HOI FRQWURO SURFHVV VWUDWHILF VXVWDLQDELOLW\ SODQV DQG SURPRWLQJ

ULQFLSOHV FRQWDLQHG LQ %DQNLQWHU *U
7KH UHYLHZ SURFHVV WKURXJK VHOI FRQWURO LV FDUULHG RXW #KH%Q\%I%% LUHEWRUV DV zHOO DV WKIN REMHEWLS

7KH DGYHUWLVLQJ SLHFH LV VHQW WR WKH VHOI FRQWURO PDLGER[RUFH DW DQ\ JLYHQ WLPH

6HOl FRQWURO UHGLVWULEXWHY WKH UHTXHVW LQWHUQDOO\ W??K\NKH-RPRUWWWS‘"RQ\GEQDMSFH¢LEDOMK/|\‘N1RQ H[HFXWLYH &}t
RVH UHVSRQVLEOH WKH NH\ DUHDV IRU WKH LQ!

7KH\ UHVSRQG ZLWKLQ D VWDQGDUG SHULRG RI EXVLQHVYV GDFsB,\ﬁ_LbJ ﬁ,)kw%\k\ém\ww WKHSFOWHOXH FKDLQ
Rl FRPSOH[ SURGXFWYV VXFK DV HTXLWLHV 1XQGV RU LQYHVWPHQWY

TKH6XVWDLODELOLW\ GWHSDHWPRHIMLEOH IRU HQVXULG
7KHUH LV DQ H[SUHVV UHYLHZ RSWLRQ UHVSRQVH LQ ZRUNLQé,_ﬁBLPl\RLPF;%@ H DRI G Wit RSHVPL RBY WG HILOHG LO WKH OLQH

.l WKH DQVZHU LV SRVLWLYH WKH SLHFH LV DSSURYHG IRU GLYWYRWXWLREODRQYKHW 8 Q¥ RUDEW ¥ HPM WRYREVHUYDWRL
WKH QHFHVVDU\ PRGLILFDWLRQV DUH PDGH DQG WKH UHTXHVW LGARARIH A3 VEK ¥ WEHNHK R Gl W\ WSRO $H RPRWHYV FRRU
ZLWKLQ DQ DGGLWLRQDO SHULRG RI EXVLQHVV GD\V GHYHORS LQLWLDWLYHYVY IRFXVHG RQ PHHWLQJ WKHLU |

PRQLWRULQJ DQG YHULI\LQJ WKH DOLJQPHQW RI W
)LQDOO\ DOO FRPPXQLFDWLRQ SLHFHV DGGUHVVHG WR FRQVXPHYYEAL WK DU BSRY LWG-¥ HER'D PSSR YHE &R0 DV PRQLWR

UHSRUW DUH DUFKLYHG LQ WKH FRPPHUFLDO FRPPXQLFDWLRQV MH@@\@M@@FHQ\LMWKW@\MH\{:K/\H_\Y}HR/Pﬁg\W RXW LQ WKF
ZLWK HVWDEOLVKHG UHIJXODWRU\ DQG TXDOLW\ VWDQGDUGV WR WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQWV FRP

,Q DOO DGYHUWLVLQJ SLHFHV KDYH EHHQ UHYLHZHG E\ VHOIFFROWY WO Hz 1« W P G4 REVIY W-hHWY WDV TRU LPSURY
HITHFWLYHQHVV RI WKH DFWLRQV LPSOHPHQWHG E\ WKH PDUNMWE éQéWéB Uer SXBYDOWHELCHY DQG HWKLFEV
UHVSRQVLEOH DGYHUWLVLQJ ,Q DGGLWLRQ TXDUWHUO\ PRQLWRLU'LYQ RN BBy BRED 'GHH%”F@WUR/ BRQJ*?(' WK GLITTHUHC

UHSXWDWLRQDO ULVN PDS HQVXULQJ FRPSOLDQFH ZLWK HWKLR 'bRc\SDLLJ’IHB YD RF O RNBRYBG VF'EV§SHWHQW ERGL
FRPPHUFLDO FRPPXQLFDWLROQ WKH UPDWLRQ UHTXLUHG E\ LQYHV RUV DQG VXVW

7KH 6 XVWDLQDELOLW\ GHSDUWPHQW LV FRPPLWWHG W
DV OHDGHUV LQ VXVWDLQDELOLW\ DQG VRFLDO UHVSRC

7TKHURXSiIV %RDUG RLVLUH¥®RQWLEOH IRU DSSURYLQJ WKH &RPSDOQLAYHQHWKH DXODRROY FLIHWLY LW\ WKH 6XVWDLQDELOLW\
DQG VWUDWHILHY ,W LV DOVR UHVSRQVLEOH GLUHFWO\ RU WKURXHK XWMWFRPRYYRIMVEORURROQGYWRYDYL VXK BIQWE SURF
LPSOHPHQWDWLRQ LQFOXGLQJ WKH VXVWDLQDELOLW\ VWUDWHJUBDK®G ISRDQFLIDA GOQWWHXRWRWY SROLFLHV

GHYHORSHG XQGHU LWV VSKHUH RI DFWLRQ $W %DQNLQWHU *URXS WKH PDWHULDO LPSDFWV ULVNV DQ
,Q '"HFHPEHU WKH %RDUG RI 'LUHFWRUV DSSURYHG DQ X\&GD VGIR XER KV KD WXWWDOQWELDQWO\YRULPWH LQWHJUDWHG
ZKLFK VHWVY RXW FRUSRUDWH ZLGH JXLGHOLQHV IRU %DQ6&XQWHUQPERREWNVRODIWHIUDWH UHVSRQVLEOH

PDQDJHPHQW YDOXHYV DQG SULQFLSOHV LQWR LWV DFWLYLVE[)}_'J% é‘LQED\/@KﬁR\Q)WSLhLLMVLR R WKH EU%\£§HE\LV\A/IkIBI%RDUG
VRFLHWA DQG VXVWDLQDEOH GHYHORSPHQW ZKLFK LQFOXGHV WKH LGHQWLILHG ,52V LV SHULRGLFDOC

7TKHEXVWDLQDELOLW\ DQG $SSRLGEWRPHRWHG&RIP PLWVYWHWH RDUG PESEHQWPHQWY FRPPLWWHH $W WKHVH PHHWLQJV LQIRUP
WKH ERG\ UHVSRQVLEOH IRU UHYLHZLQJ WKH 6XVWDLQDELQQWW IBRWL¥HVPBQRYBHYQJIL @ KHKKNWSEB®WIHIDWIQRQ RI GXH GLO
VXSHUYLVLQJ WKH SHUIRUPDQFH RI WKH *URXS V (6* (QYL$JFIRCOQLPH—LCB1WDDFWRH'\‘QD’OSEID(DJ(E)P*PFRWHUQIII]Q@-IJRDOV

LQGLFDWRUV PRQLWRULQJ WKH GLDORJXH ZLWK VWDNHKRO% §%’£ LV?R} WKHUt%%\hP&DCiNTQESX&JIL% \WE&WR ULVN V)

SXEOLF GLVVHPLQDWLRQ RI QRQ ILQDQFLDO DQG GLYHUVLW}__Q *URXS V ULVN VWUDWHJ\ DQG PDQDJHPHQW

/ILNHZLVH WKHUH DUH LQWHUQDO ERGLHV FUHDWHG ZLWKRIQ WNKKIH G%DQ/IIDL\QBEW(DJID\@\VIMCDJDQNR7K/\HIU-HJ AKFEOHEW LV DQDO\
RUJDQLVDWLRQ DQG LWV *URXS WKH SULQFLSOHV DQG JXL6&6X\WW QD HY DW KO WWW KH) G RIELEXR IDGMEP HVQ W ¥ RPFPR.AMVLWHHHMH  ZKLFK
GLFWDWH LQ WHUPV RI VXVWDLQDELOLW\ FUHDWLQJ D VROERU $RUFWHQ WWIP®E HXIO O G HRRVICR@ PWNGQV\\DWIGP WKHB ULVN
VXVWDLQDELOLW\ PDQDJHPHQW DOLIJQPHQW ZLWK WKH EDQN V VWUDWHJLF REMHFWLYHV

0 7TKHWXVWDLQDELOLWWBRMRLWRY HWIKH UROH RI FRRUGLQDWWQY ©»XVWDIDQIAL MKW\ PDWWHUY DGGUHVVHG GXULQJ WK
ZLWKLQ WKH %DQN DQG LV UHVSRQVLEOH IRU SUHSDUDRQSRAURM BHRWYWR VOROP PRW WHH GNOWW DQOARXOD VHVVLRQV ZLW
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,52V LQFOXGHG LQ %DQNLQWHU *URXS V 6XVWDLQDELOLW\ 30D@N HQVXWU LDV KKOLW \BW B BHW V XSMHEN Y @O VERIGEL F RIS QLD
LQWHJUDWLRQ LQWR WKH %DQN V VWUDWHJ\ WKH SUHYHOWLRO RI FRUUXSWLRQQDQWVPBQGDM)QQ/GH:M
%HORZ LV D PRUH GHWDLOHG GHVFULSWLRQ RI FHUWDLQ Flt %\}JV SR \ ’éﬁ\(\' VKRUW VZESLS\F
LPSOLFDWLRQV IRU VRFLDO ULVNV ZKLFK FRPSOHPHQW WK?z LDRQQ; (@ngu Sﬁ ROLFLHV DG
WKH LPSOHPHQWHG SROLFLHV GHILQHG LQ WKH SUHYLRXV S DUH LQFOXGHG LQ WKH GXVWDLQDELOLW\ 30DQ V 5HV:
CRPPXQLW) UHODWLRQV DFWLYLWLHV %DQNLQWHU DOVR KDV WKH IROORZLQJ ERGLHV
$OWKRXJIJK WKLV LV QRW D PDWWHU LGHQWLILHG DV PDWHULDO R,U L
FRQWLQXHV WR FROODERUDWH ZLWK ORFDO FRPPXQLWLHV k >EfN QU\Q H%q_ % F/%&v& LFLLSL\D/F';:VRL\J’{
DSSURYHG WKH *URXS V 6RFLDO $FWLRQ 6WUDWHJI\ ZKLFK HVWD [HFXWHV \
%DQNLQWHU *URXS V HQWLWLHV LQ WKH SURFHVV RI UHTXHVW HlF PDWWHL
PRQLWRULQJ DQG PHDVXULQJ DOO Rl %DQNLQWHU V FRQWULEXW, %
FRPSDWLEOH ZLWK WKH 6XVWDLQDELOLW\ 3ROLF\ DSSURYHG E\ W LUH R
DOVR FRPSOLHV ZLWK SULQFLSOH HLJKW ZKLFK JRYHUQV FRQ»‘VU'L}EIXVBUHR@\XFVW\R EEQRCR\R\BH/LRJ:WDDQGDH)YHD\RI\SHEFR(E‘WLWWHH 7
LQ WKH FRPPXQLWLHY ZKHUH DQ EDQN RSHUDWHV ERWK WKURXJXKRGWM RZWLRQVLPRYVWRESHODIWDRQVFDQGEHOODWLRQ RI
WKURXJK LQLWLDWLYHV IRFXVVHG DURXQG VRFLDO LQYHVWPHRXWWWRHEXJK W%DWY N RMWHRGQOWRY ZWLRIQ LQIRUPDWLR
JRXQGDWLRQ SDUWQHUVKLSV ZLWK WKH QRQ SURILW VHFWRURBEBGDWEKRQPRUSIRMNDMWHUMBRMNQYWEHULQJ
SURJUDPPH 7KH ,QWHUQDO &RQWURO %RG\ ,W LV UHVSRQVLEO
%DQNLQWHU *URXS V 6RFLDO $FWLRQ VWUDWHJI\ DLPV WR PD[LPRR/MS@IKHQFRQ@WWKEWKHRIRBLPLEYNL@WBURFHGXUHV IR
*URXS V 6RFLDO $FWLRQ WR WKH 6XVWDLQDEOH 'HYHORSPHQW *RMHOWR&EVW ENLRPQELQJ WIRQLPFBERYBDQFH ZLWK /DZ
WKH VRFLHW\ ZKHUH WKH *URXS RSHUDWHYV LQFUHDVH HPSOR\WHJXQG W.I\RDNVHEZROBK B RODMW/LLW R PWMLRKQH SUHYHQWLYH
0,
LQFUHDVH UHFRJQLWLRQ DQG ERRVW %DQNLQWHU V UHSXWI,D&/LDRGQGE\%E;‘-R%UDV@RQ VXSSRUW WKH %RDUG V RYHUVLIKW IXQF
(PSOR\HH UHODWLRQV DQG HPSOR\PHQW VWDQGDUGYV EHHQ HVWDEOLVKHG PDGH XS Rl 6HQLRU ODQDJHPHQW LQ
$V PHQWLRQHG HDUOLHU %DQNLQWHU V PDLQ FRPP|_WF>HQV\Eg%ig\LAS/j'TI_KFJ,LI_\§QDBV{5F|'4éﬁJ \?%ﬁ%&/gﬁbQS\{gﬂ) @ng%f @ '?\fv'?(QLE\FfXVQU[
QRW RQO\ TXDQWLWDWLYHO\ EXW DOVR TXDOLWDWLYHO\ ¢ o ySRUDWH 5LVN 0DS ORQLWRULQJ &RPPLWWHH WKH &UHG
7KH EDQN V 6XVWDLQDELOLW)\ 30DQ LQFRUSRUDWHY WKH 'LOIPQYBRIHPIHOQW RS HUPDPWIWR QYL B FORRUW W KR HF KW KGIF DEXEHHIQYR ORI L F I
DGYDQFHG SHRSOH PDQDJHPHQW HVWDEOLVKLQJ OLQHV RRIRRPNY WR R HFHFXWH W \DREGG LIV IFOMMMI & RIRWL QXL W\ &RPPLV
FUHDWLQJ TXDOLW\ HPSOR\PHQW FRPSO\LQJ ZLWK UHOHYDQWP%%D@L%IRWQ/V DQG LQLWLDWLYHV
7KHVH SURJUDPPHV DUH PRQLWRUHG E\ WKH VXVWDLQDEL \&/\ P WW L
DQG DSSRLQWPHQWY FRPPLWWHH DV SDUW RI WKH PRQES& %I%:@Z/NRX "g %\g?gm O%igﬁwy(\m(? ULJKWV SF
EXVWDLODELGLW\ 30D v L MY H LQJ KXPDQ ULJKW
Q Q VWDNHKROGHUV LQ WKH HQYLURQPHQWY ZKHUH LW RSHUDW
&XVWRPHU SURWHFWLRQ DQG SURGXFW UHVSRQVLELOLW\ RWKHU FRPPHUFLDO SDUWQHUV XQGHU WKH 81 PRWWR 1TSU
RPSOHPH WHG E\ RWKHU SROLFLHV VXFK DV WKH FRUU'
,Q WKLV FDVH VWUDWHJILF OLQHV VXFK DV FXVWRPHU UHO 8 OVRs E i @ LLQ\WIFH/UQ@Q/# LHOWR YK LEK DUI
"LIITHUHQWLDWLRQ SLOODU $V LQ WKH SUHYLRXV FDVHV Dv5 {ygh LEb@Fgmy@%LgL % 6XVWDLQDELOLW\ 30DQ
WKH UHVSRQVLELOLW\ IRU WKHLU LPSOHPHQWDWLRQ DQG PRQLWRULQJ WKH VXVWDLQDELOLW\

FRPPLWWHH DQG WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQW_NKHRV’P‘MWWH-Q-IDELOLW\ FRPPLWWHH LV UHVSRQVLEOH IRU D
GHJUHH RI FRPSOLDQFH ZLWK LWV SULQFLSOHV 7KH FRPPLW
WKH DSSOLFDWLRQ RI KXPDQ ULJKWV LQ EXVLQHVV DFWLYLW
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7KH *URXS KDV DFFHSWHG WKH REOLJDWLRQV GHILQHG LQ KRDMHUQGWHIROYPO ADVHFRBHILYHG SWDRW RWROWRDEGDQFH DQG
VWDQGDUGY LQFOXGLQJ WKH 8QLYHUVDO 'HFODUDWLRQ RID¥VX8DRSRMHKGVE\ WKH UUIMNL QD GUARFICGOMHYFRQFRPPLWWHH
%XVLQHVY DQG +XPDQ 5LIJKWV WKH 7HQ 3ULQFLSOHV RI WKKBQWWUHG\ 1R HDFK 1LQFEEDTO VRP KIDAMWIRBQ@O QQXDO PHDVXU

WKH (TXDWRU 3ULQFLSOHV )DLOXUH WR FRPSO\ ZLWK WKH WROHUDQFH DQG OLPLW OHY
%DQNLQWHU FRPSOLHV IXOO\ ZLWK WKH SURYLVLRQV RI WW KHNDIF FRIKGGH QBWLIRDEO R 1U WK¥Q HOMDAWL GRDW DRGD®D HYHQ DG
/JDERXU 2UJDQL]DWLRQ ,/2 ZLWK UHJDUG WR UHVSHFWLQJ I RP. RJ D V(R% %L D%%%K %Lb@ W%l
FROOHFWLYH EDUJDLQLQJ DV ZHOO DV ZLWK WKH 6SDQLV§§§§¢O{%?§%€ b 'QE;%-H? L $/|L|:'> WWR WR DSSURYI
JUHHGRP WR )RUP D 7UDGH 8QLRQ WKH :RUNHUV BWDWXW &Y% oH 't WLYH EDUJDLQLQJ
DJUHHPHQWY LQ DOO WKH FRXQWULHV ZKHUH LW RSHUDWHV$00 Rl WKH LQIRUPDWLRQ DERXW WKHVH H[ DQWH DGMXVWP|

%DQNLOQWHU LQYROYHV LWV SDUWQHUV DQG WKLUG SDUWL%Eé%@@EDK\gLE%@F%%BGﬁﬁ%\I(ﬁ%@@gﬁBg%E%é%&vtévﬁh%gﬁF YL']\S’

IUDPHZRUNV DQG SULQFLSOHV VXEPLWWHG WR D FRQVXOWDWLYH YRWH DW WKH $QQXDO *H
7KLV SROLF\ DSSOLHVY WR DOO WKH *URXS V DFWLYLWLHV %DQNLQWHU *URXS UHTXLUHV LWV SDUWQHUVY DQG WKLUG
SDUWLHV WR DFFHSW WKH FRQWHQW RI WKLV SROLF\ RU WR DELGHVE\ FBPSDWIEOIHNWXOHV RI FRQGXFW DQG

YDOXHV
%WDQNLQWHU KDV HVWDEOLVKHG LWV VRFLDO ULVN PDQDJHP
$OLJQPHQW RI UHPXQHUDWLRQ SROLF\ ZLWK HQYLURQPHQW QR @6 L\RE W Yb BW RENHGWEY WY DWLYHV DQG FRPPLWPHQ!

%DQNLQWHU *URXS V SROLFLHV DUH IRUPXODWHG WR IRVMU pHERXDO VRSESRRIHX/Q IRWL Ry PLQGH VHO LRE@BWIHI\  3URFHV
XQIDLUQHVV GXH WR JHQGHU GLYHUVLW\ 7KH EDQN V UHP X QiYR\WL RQ WM SDM HIA BNV W B IHQXXH H d- RYERQR RQLWLHYV ZL
IDLUQHVV DQG H[WHUQDO FRPSHWLWLYHQHVV FRQVLGHULQERKEDMNUY BW H bW EHW ZHidi RoRVIQ/ DOE ZREB DYV WKH SROLFLH
DV PHDVXUHG E\ WKH VDODU\ JDS 7KH VDODU\ JDS LV DRP @IS H WIHPD U@\ s IRRQKWAR Y X EWVSROLFLHYV DQG SURF

GHYHORSPHQW DQG GHILQH DFWLRQ SODQV DV QHFHVVDU\
$00 SURFHVYV DV FLDWHG ZLWK WKH ZRUNIRUFH SRO

HV VR

:LWK UHJDUG WR WKH LQFOXVLRQ RI HQYLURQPHQWDO DOQEp¥YBFLYPRQREMYJEWMAKXKRYHL QHODRWRH WIRWERRWRAMHUY KDYH E

VKRXOG EH QRWHG WKDW WKH ULVN DQG FRPSOLDQFH FRPBEWWHHIRHBRRVGS WiRH WGP #e BN X FIWRKRIWGDRIG VSHFLILFDC

'LUHFWRUV LQ 1RYHPEHU WR LQFOXGH LQ %DQNLQWHPpHPR¥NS SEVMK $SS HIWeK v DWPREBBRBUDLYN GXH WR IDLOXUH

KHUHLQDIWHU 58%) D )LQDQFHG (PLVVLRQV LQGLFDWRWR BHREXFWRIDWEH/ HEPBIDFAW RQFWHKHNVY LQ WKH SURWHFWI
D

D
GHFDUERQLVDWLRQ RI WKH HFRQRP\ RI WKH ILQDQFLQJ SURYpWHCDB\GWRIHYHWNRYB 3 WY VRO ERRWWVR PEWUDEWWDFNV WKI
GLVFXVVHG LQ WKH VHFWLRQ RQ HQYLURQPHQWDO ULVNV O DGGLWLRO W 0

, H
'LWKLQ %DQNLQWHU *URXS WKH YDULDEOH UHPXQHUDW LR QsRwWW Gy FB W W&EY BV UR v MW

KDYH D PDWHULDO LPSDFW RQ WKH ULVN SURILOH RI %DQNLQWHU LGHQWLILHG D ZKLFK LQFOXGHV

ERDUG PHPEHUV LV DGMXVWHG EDVHG RQ VSHFLILF 5%) LQGLFDWRRRS PP @HWy LMK HAR WHWRPWARRPE® RYHVSRQVLEOH
"LUHFWRUV RQ WKH UHFRPPHQGDWLRQ RI WKH UHPXQHUDWLRQ FR®P¥LWHIAPH QWDEO L oS WK MPPREGE-4CW ik oWV RSHUDWLI

VXLWDEO\ UHIOHFW WKH PRVW VLJQLILFDQW ULVNV LQFOXGLQJ'QP&¥FDPRERREOWDO WRE L PY SIS QRYHBY IS RQVLEOH
ULVNV WKH 1HW =HU LQJ $OOLDQFH

,Q UHVSRQVH WR LQYHVWRU DQG VWDNHKROGHU H[SHFWDWLRQ V7 KXV W LD B WrRIIWERFY B P59 HL 0 oQRDQFH LQWHJ
Y

% HU *URXS KDV RWKHU SROLFLH

d £ RNV B HRDMILYROMLANS ZL WK vw

E-o%

\HDUV WKH UHPXQHUDWLRQ FRPPLWWHH VXEPLWWHG D SURSRVDX BAHGKYUNoFREHEPHQWURR® RVUKHDEGHY VY BG VHFWRU JX
DGGLQJ WKLV QHZ 5%) LQGLFDWRU )LQDQFHG (PLVVLRQV LQ WP PUKRSBBW KO WKH FROWHRYHUVLDO RU ULVN)
UHPXQHUDWLRQ DFFUXHG LQ DQG WKH IROORZLQJ ILQDQFLDO LWRPRFKWM PP EH ML QAIHEFRPW W | 7TKHFROXIQ YHFRPPHQGDW

EH
WKH YDULDEOH UHPXQHUDWLRQ DFFUXHG E\ WKH H[HFXWLYH GLUHRWRMNDEOLVK WKHVH SULQFLSOHV FDQ EH IRXQG
1IDWLRQV *ORE RPSDFW WKH 8QLYHUVDO 'HFODUD\

.Q RUGHU WR DGMXVW WKH YDULDEOH UHPXQHUDWLRQ DFFUXHG £RXON-198 WA IR VH Ry £% B RN LMo v ¥ RY IREHVBIWLRQV L Q
5%) LQGLFDWRUV RQH PRUH WKDQ LQ WKH SUHYLRXV \HDU DQG 4hO®KQRYKPIRQWEZRLIOQGLFRWRKY BHORWHE 6XVWDLQL

WR HQYLURQPHQWDO DQG VRFLDO REMHFWLYHV HPLVVLRQV ILGRQEWE YRQASH YMKIWISEFROUIGM Y RARRWRH FULWHULD RI W
6FRUH RI WKH %DQN V FXVWRPHUV EDVHG RQ TXDOLW\ VXUYH\V {{RiHFRYMRPW VRO
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7KH6* JXLGHOR@HWKH 'HIHQFH OLQLQJ (QHUJ\ DQG JFKWLEXPNXUODO WHPAMWHRUWZHG DQG XSGDWHG SHULRGLFDOO\
ZKLFK LQFRUSRUDWH WKH HQYLURQPHQW DQG VRFLDOURUX®WHBWLRQWNVK DRD WNKHHWE VXN WX VVOW ERGSW\ FULWHULD DQG
ZLWK LQ LWV ILQDQFLDO RSHUDWLRQV LQ WKHVH VHFWRWMILFDWLRQV WR WKH 6)&& ZLOO EH DSSURYHG E\ WKH SU

XV WwW EOH /DEHOOLQJ 8QLW RU RI WKH SURGXFW FRPI
%DQNLQWHU V $VVHW O0ODQDJHPHQ@WL K QXM DRIG WB\R O\LK \ Q_\H\ISV U QFH IQ PHZRUN FROVLVWV RI D GXD
LOQFRUSRUDWHG LQWR WKH 5LVN )UDPHZRUN $JUHHPHQ 0 V%%&M@/HgggéYﬁg\éﬁﬂFé}:H WKH VXVWDLQDEOH HQY

S5HSXWDWLROQDWKHVWLVYVN DULVLQJ ZKHQ WKH H[SHFWDWLR \{_| I Elw I-||_ HL EOH IRU DSSUR"
FXVWRPHUV VKDUHKROGHUV HPSOR\HHV DQG LQYHVWRUV P‘% V7 v R&%\QIV WKDW %DQNLC
FDQ DGYHUVHO\ DIIHFW H[LVWLQJ RU QHZ EXVLQHVV UH 6.8\ +. \06 l},—| q_ H QFH ZLWK WKH UHJXC
EHFDXVH WKH\ GHSHQG RQ H[WHUQDO DVVHVVPHQWYV DQ Lﬂ\%ﬁﬁ \& ':Lf-’\j URP 63 L

YDULHW\ RI VRXUFHV LQFOXGLQJ RWKHU ULVNV DQG VRFL 6) H Q 'U FWRU FRQGLWLRQV

7KH UHSXWDWLRQDO ULVN PDQDJHPHQW PRGHO LQY&O%EWX €$ § ? F]/D © VTQKE/ RaégVP)TSLZVLDGSLSVUFFL_YSLO
LGHQWLI\LQJ DQG FRQWUROOLQJ WKHP SURDFWLYHO\ W v s I‘Fg; \H K VXEVLGLDULH\
RFFXUUHQFH DQG PLWLIJDWH WKHLU LPSDFW 7KH EDQN KD%D I\IIJL M U7 %}5 lL 3 M/ gB ZI'.%Lb KDYH LWV RZ

WKLV

5HIJXODU PHDVXUHPHQW RI WKH SHUFHSWLRQ DQG H[SHFWDWLRQV Rl WKH PDLQ
VWDNHKROGHUV LQWHUQDO FOLPDWH UHSXWDWLRQ VWRP DWLVIDFWLRQ
VXUYH\V DQDO\VW UDWLQJV HWF AU B RER ULV

ORQLWRULQJ DQG DQDO\VLV RI PHQWLRQV RI WKH ED@N LQAFRQYHGWLRQDO DG

VRFLDO PHGLD LQ DGGLWLRQ WR DFWLYH OLVWHQLQJ WR JDXJH WUHQGYV LQ WKH PDUNHW

DQG HQYLURQPHQW %DQNLQWHU KDV D VWURQJ FRPPLWPHQW WR VXVWDLQDELO
DUHDV RI RSHUDWLRQV_. 7KLY LPSOLHY D UREXVW &RUSRUD

SVVHVVPHQW RI UHSXWDWLRQDO ULVN EHIRUH PORRNHWE Q1 ) kS WAGH W3 R WA R U B IFRPSRVLWLRQ WR HQV

VHUYLFH RU SDUWQHULQJ ZLWK D WKLUG SDUW\ | gwHUQDO GHFLVLRQ PDNLQJ SURFHVVHV DQG D FOHDU FR
7KH UHSXWDWLRQDO ULVN PDS ZKLFK LQFOXGHMV BHF¥SRWOWYREXALW) WRsRAPYEQWHH WKDW ULVNV DUH SURSH

HYHQWV UHODWHG WR SURGXFWV DQG VHUYLFHYo&RE G E RPYRBRY i DETRSHKY ¥KbS§ G RYHUVLIKW WKLV P
LQQRYDWLRQ HPSOR\PHQW DVSHFWV VXVWDLQ LWHDPR G bBRIHEPPOWRR ¥ KBV HDOO VWDNHKROGHUV Vv
DUH DVVRFLDWHG ZLWK SHUIRUPDQFH DQG LPSPFM hRAGLEDWRIIM pBRCoFRRWIRPRO DOO UHFRPPHOGDWL

PHEKDQLVPV DSSOLFDEOH WR WKH EDQN DUH FRPSOLHG ZLWK

&ULVLV PDQDJHPHQW SURWRFRO WR SUHVHUY# P g 3pWRBWHRQ U R R FF KRHY M/ LIH IDYRXULQJI HITHFWLYHC
FRQWLQXLW\ DQG GHFLVLRQ PDNLQJ LV DJLOH DQG D VWUXFWXUH WKDW
(PSOR\HH WUDLQLQJ DQG DZDUHQHVV UDLVLQJ ZWWHLIFRASKOQREN N W B A L YRYEMVBQAQWHG EV WKH SURSULHW
SUHYHQWLYH FXOWXUH %DQNLQWHU KDV LQGHSHQGHQW GLUHFWRUV ZKLFK HQ

LOWHUQDWLRQDO UHFRPPHQGDWLRQV DQG EHVW SUDFWLFH)\

UGLQJ JHQGHU GLYHUVLW\ WKH DSSRLQWPHQW RI D
WHDO 'LUHFWRU LQ KDV OHG WR D ¢

5HSRUWLQJ WR WKH JRYHUQLQJ ERGLHV

5HJD
,Q WBH QNLQWHU *URXS GHYHORSHG LWV 6XV\¥BH
R

&ODVVLILFDWLRQ &WDWPHQW/LB)YEEG LQ WKH VHFWLRQ RQ HOQYkPRREHQWWRHULNDNOV VHW E\ ERWK %DQNLQWHU *URX
F

Q@
H
PDQDJHPHQW ZKLFK UHJXODWH WKH SURFHGXUHV DQGURERWHIYbB DNKDO P blodP B v @ SRISTHIWPLW HR/Q
PXVW PHHW WR EH FODVVLILHG DQG ODEHOOHG DV 6XVWDLQDEOH 7KH ULWHULD HQVXUH D

F
KRPRJHQHRXV DQG VWDQGDUGLVHG PHWKRGRORJ\ IR U GGV HRQA Q@ + WKkIsH @rbFoRIZR @ EWWKH ERDUG RI GLUHFWRL
FRUUHFW LGHQWLILFDWLRQ DQG GLVFORVXUH RI ILQDIFAQ bldHEYWE X HWAK BIgdP /@ u R PREY WD WREB NN RWHU *URXS
VXVWDLQDELOLW\ 7KH SROLF\ DSSOLHV WR DOO %DORRDWHQ WX 8EDILQ FORLYH RREQUW PRIGREOEPLRLVWUDWLRQ £
ZLWKRXW VSHFLILF H[FOXVLRQV
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FKDLUPDQ RI WKH %RDUG RI 'LUHFWRUV DQG &(2 7TKH UHVW O RILW KK VGERE EWRW V DUH LQGHSHQGHQW

HIWHUQDO GLUHFWRUV %DQNLQWHU KDV |JHUR WROHUDQFH SROLF\ WRZDUG FULPH k
2QFH WKH FDQGLGDWHY ZKRVH DSSRLQWPHQWY DUH VXEMARQ@YZYWRWXIYURRDROLWPHVKWH DQG *\WRHWREDLIDWLRQ WR SUHYI
6KDUHKROGHUY OHHWLQJ MRLQ WKH ERDUG WKH JHQGHU GRV R\ IDEXEN WRQWZALHV KALGO VHK W HERW DGV L. O@ EMHYHOV RI WKH %I

ZRPHQ DQG PHQ DFKLHYLQJ DQ LGHDO EDODQFH LQZ\gHUPZVF\EEVIR]]EIII_'%GHU Gvaﬁu(%h\glbe RI 'LUHFWRUV RI %DQNLQW

7KH PHPEHUV RI %DQNLQWHU V %RDUG RI 'LUHFWRUV KDYH UBIVRD ZIRROWHWKH RULPLYQY RRGHDSSYBRBYHBWEH 2UJDQLF /DZ
NQRZOHGJH DQG H[SHULHQFH WR FRYHU DOO WKH DUHDV QHFHWR DOBUFRHURMQKH -SBOUIRUPDQEH RRMHEBKW KADDUWHDOWLRQ RI WK
DFWLYLWLHV (WKLFV &RPPLWWHH ZKLFK LV UHVSRQVLEOH IRU RYHUVHHL(

)XUWKHU LQIRUPDWLRQ UHJDUGLQJ WKH *URXsSiV JRYHUQDOERPERBR I EFLY S TRRYE R ARRH O DQRG KDV DXWRQRPRXV
$QQXDO &RUSRUDWH *RYHUQDQFH 5HSRUW DYDLODEOH RQ WKH BFROSR UWDQMGH IHIBNODMH.RQV GHYHORSLQJ WKH SRZHUV DC

%DQNLQWHU XVHV D VI\VWHPDWLF DSSURDFK WR LGHQWLI\ P/ v!;. %@VXM/R L \\//W GF % \RI%S@VF\QII\F%QILDDQQGFTQV\
UHODWHG WR EXVLQHVV FRQGXFW 7KLV SURFHVYV FRQVLGH l& \ M [ X E V F? Q G \
WKH LQFLGHQWY DQG ULVNV LQ DOO MXULVGLFWLRQV ZKHU R\&E '%F \,{¥Y '%/ I-|_|| 5 E IH'SUI-ITI}EQ\%R\&I

UL \% WHUP I

WKRVH PDUNHWY ZLWK PRUH GHPDQGLQJ UHJXODWLRQV RU J QU
JRYHUQDQFH DQG FRPSOLDQFH 7KH QDWXUH RI WKH EDQN WV KOH WWIKODLLWIPHD\Q WRX FW KCHY FIUQ P Q® DO SRUSHYUHBDMWLIRRIY DQG SURIFE
VXSSOLHU UHODWLRQVKLSY DQG FXVWRPHU VHUYLFHV LVGDROMRW®D NHQ WIKHWIRX ®LIFW RKPW L VDWW HV WIHBIR WWKHQJ WR WKH

SRWHQWLDO LPSDFW RQ WKH WUDQVSDUHQF\ DQG LQWHJULW\KIBIMF‘?B\%IJ%%L\O\P%LFS%QHUDO FULPLQDO FRPSOLDQFH PI

,Q DGGLWLRQ WKH VSHFLILF ULVNV RI WKH ILQDQFLDO VHSEUWRRHGOGXHDDGHBUHVYWNGD QG FEKWGW QI HD 3/RRQU HE\WR) H[WHUQTL
FDVHV RI FRUUXSWLRQ PRQH\ ODXQGHULQJ RU FRQIOLFWYV RFRREWKVIHRWV WMANDIKH FMKK B MWV IL WD MRLIRS0 Y MU ZWW BLWYH UHTXL!
DUH DSSOLHG EDVHG RQ WKH VWULFW DSSOLFDWLRQ RI WERRG&ERGMW BWIGHVKDAM/HD G GWMIQNV ISIQWY SRKHUXNEWNR @RI FULPLQD
3ROLF\ FRPSOHWH LQWHUQDO FRQWURO VWUXFWXUH KDV WKH QH

'O WKLV ZD\ WKH %DQON LQWHJIUDWHYV WKHVH GLPHOVLROV FOWRIE FNIRESRRA VG BYYN MR W PR EN o/ WRBRFW WR FRQW

LGHQWLILHVY RSSRUWXQLWLHYVY WR VWUHQJWKHQ D UHVSRQVAEGW®HRIDY&EKRPRNWWVLPRE B 8 RUDWIMH FRAUCBR XDV HP Y\ DXIHWHR T WK
ULVNV WKURXJK LQWHUQDO SROLFLHVY DQG VSHFLDOLVHG WHPBIORANGH\SURWWKDWRHW RPQW GIOFNXQELQHIKWDYRDUGYV RI HWK

FRPSOLDQFH DW DOO OHYHOV RI WKH RUJDQLVDWLRQ 7KH 3HRSOH ODQDJHPHQW GHSDUWPHQW LV UHVSRQVLEOH
,Q WKH DQDO\VLVY RI GRXEOH PDWHULDOLW\ ZKLFK KDV EHH®RPFHQWWIFDHOWH®R QVR U RKIHK REW LWEKWVY. FEW KW WWKH &RGH RI (WKL

LPSDFWV UHODWHG WR JRYHUQDQFH ZHUH GHWHFWHG $00 QHZ DGGLWLRQV WR WKH *URXS UHFHLYH DQG VLJ
SURPRWLRQ RI D UHVSRQVLEOH DQG XSULJKW FRUSRUDWRBURXOWX R DBCHUWM KHEBY IURP JRRG

JRYHUQDQFH DFWLRQV WKDW DUH IUDPHG ZLWKLQ WKH.,S F | H 6XV DELQLW
3ROLE\ Léh%LlR%q_F—lBOFE)\ V\{DIQN OHD\\/AWLRQQFEH 8 \HbU SXEOLFDWLRQ
DOO HPSOR\HHV RI LWV PDLQ IHDWXUHV DQG LQFOXG

5HLQIRUFHPHQW RI WKH ILJKW DJDLQVW FRUUXSWLRQ DQG EREORFHBWHRQYVRW RRM S DIDLAK\ LLQD O KIF K

VXSSO\ FKDLQ GHULYHG IURP WKH LPSOHPHQWDWLRQ RI PSOLDQF K s

&RGH Rl 8RQGXFW DQG WKH LQFRUSRUDWLRQ RI JRYHH‘@@%E{‘?&V@H bé%%\ﬁg’ﬁﬁ%gﬁm\g@@mmwzr
DSSURYDO

BWUHQJIJWKHQLQJ WKH FXOWXUH Rl WUDQVSDUHQF\ DQ QF;_P,§9 WI‘L/\X/{Q& FP Pdw Eoﬁ)P B 5 Q) QE"RQGJLI';\\// ?BNRHY.
VWULFW DSSOLFDWLRQ RI WKH $QWL &RUUXSWLRQ 3R s EPHSW'é{R %vo a SARATAAIS
ODERXU DQG FRQWUDFWXDO VDOFWLRQV IRU QRQ F I%%B Xﬁ"v Q/ s G%X%E T ET Doe VisoLtas RI wi

PLWLJDWLQJ UHVSRQVLELOLWLHV FRPSOHWLRQ RI WKH PDQGDWRU\ &ULPLQDO &RPSOLDQFH FR
1HHG IRU VSHFLDOLVHG WUDLQLQJ DLPHG DW VHQLRU PDQDJHPHQW WR SURSHUO\ PRQLWRU (6*
DVSHFWV ZLWKLQ WKH %DQN
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%DQNLQWHU V %RDUG RI 'LUHFWRUV SOD\V D NH\ UROH LQLRYHOQOHMKR J* DRXS SURFRW Y QW LIH \F X DWXWKHBRPRUH LW VHHI
HWKLFDO DQG UHVSRQVLEOH EXVLQHVV FRQGXFW HQVXUL QXK WKHDKR O/&HU K DIMNGVRSWRKAMHLLF UH R XO5QYGD SIHRMHGX BEHWKH *URXS

UHIOHFW WKH KLJKHVW VWDQGDUGV RI LQWHJULW\ WUDQV H G \ EH 7KURXJK
WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQWYV FRPPLWWHHjé %Dlég%@?%gyﬂoiggﬁﬁ\%@%gﬂi %v%%g%?ﬁé UHO?/WWHKGUI\Q’V;
RYHUVHHV WKH DSSOLFDWLRQ RI LQWHUQDO UHJXODWLRQV %2 HIY s %f&-l ! L#LQJ A B?_?WH

ULVNVY DQG UHJXODWRU\ FRPSOLDQFH LFV
7 E KRVH ZKR
E\)/(VSLDUW RI WKLV FRPPLWPHQW WKH ERDUG UHFHLYHV vsu/E R/?-lL % @‘fz é/‘)b o&%i{v\ﬁlURxs o
QHVV FRQGXFW ZKLFK VWUHQJWKHQV LWV FDSDFLW\W @ J~
5 %ugp WR DOO SH!
3 b% %
¥, R
3 Bedf Y

gy \? G SHRSOH OLGQ

LHV
Q/\\?/‘ F:_
GHFLVLRQV ,Q WKH ERDUG PHPEHUV SDUWLFLSDWHG LQ v v
ORQH\ /DXQGHULQJ DQG )LQDQFLQJ RI 7HUURULVP DV ZH s H
IUDPHZRUNV VXFK DV WKH 'LUHFWLYH RQ 2SHUDWLRQDO 5 gJLW*E%L* ﬁ Vo ¢ s%I[P%%‘W\};H XSVWE;'EDPN
R Jgiﬁ'«p VRV VR DR

,QWHOOLJHQFH 5HIJXODWLRQ ,Q DGGLWLRQ WRSLFV UHOD L
EXVLQHVV KDYH EHHQ DGGUHVVHG FRQWULEXWLQJ WR D PRI WRVBULAVR D LEUAIFWZR BV AR QEIXG MWL Q WHNY LYVRUDOWLPDWHO\ U

WKH ERDUG V WUDLQLQJ SODQ LQFOXGHV DW OHDVWRI| WG IFWLRQ® @ vVHYVIRQY ZRU K(SHUXYDNWLRQV VXFK DV WK
WHFKQRORJ\ DQG GLJLWDO VHFXULW\ JHRSROLWLFDO ULVNV DQG SUHYH

EWLRS@/RI PROHY ODXQGHULQJ

HOVXULQJ WKDW GLUHFWRUV FRQWLQXH WR GHYHORS WKHLUKIo&RBEGH RIH(WKEKY ! ME@égéW—‘V\W H GLITHUHQW UHTXLUI
DOO WKH %DQN V VWDNHKROGHUV HQVXULQJ WKDW DOO WKI
7KLV VWUXFWXUHG DSSURDFK HQDEOHV WKH ERDUG WR PRQLWRU WKH FRUUHFW LPSOHPH W K H

WDWLRQ RI
$QWL &RUUXSWLRQ 3ROLF\ WKH &RGH RI (WKLFV DQG RW K HP RING-RYZRY iR WRH VE Bkt & R/G Hy \'/)éWlK(bf(\?(NRBR/'-ODEOH WR DC
%DQNLQWHU V FRUSRUDWH FXOWXUH UHPDLQV DOLJQHG ZA1EWik MEKRQ @ RVHER Y 39w HY Q POWIHRIG (AN HYRP O FRPPXQLFD

UHVSRQVLELOLW\ LQ DOO LWV RSHUDWLRQYV ,Q WKLV UHJDUG WKH %DQN V %RDUG RI 'LUHFWRUVY DSSUI

,Q OLQH ZLWK LWV VXVWDLQDELOLW\ VWUDWHJ\ WKH EDQN KPRXEHW ERGHGRD IURWY VS BRDPEL N "B ¥ L &IKdhy PRSI0 PIR@LILFL

LWV /AKBIIISODQ LV VWUXFWXUHG LQWR WKUHH OHYHOV Rl JHQHUWR® NRREPAHEHP HRRP KA HAEHWRIGWEAH DUWLFOHV WR S|
VSHFLILF DFWLRQV DLPHG DW VSHFLILF WHDPV 7KH LQLWLDO LWrQHYRIUS L8 F A HNHIKDD W R HK®Y MRKBIT LQFOXGHYV

WZR RQOLQH FRXUVHV WKURXJK WKH %DQNLQWHU WUDLQLQJ SODWIRUP %DQNLQWHU 6XVWDLQDEOH DQG
6XVWDLQDEOH )LQDQFH 7KH LQWHUPHGLDWH LWLQHUDU\ LQFRORRUILWHELRAOVR @HKH ¥R wIURR XVYRWH D OFI6YODWLYH
SODQV RI WKH FRPPHUFLDO QHWZRUN DOVR FRQVLVWV Rl WZR ROMAGMIRERWLRQVRI KPHUDVP HQWYREHD IRYLPH ZLWK WK
FXVWRPHUV DQG 6XVWDLQDELOLW\ SUHIHUHQFHV DQG RSHUDWHR®DOVIFRARFHVVHYVY 7KH DGYDQFHG

LWLQHUDU\ RIIHUV FHUWLILFDWLRQ LQ VXVWDLQDEOH ILQDQFH, DQSpR B\ ¢ HBPRHWMSH ERRILY HBW EB oW VAVEHEORZL O
(6* RITHULQJ PRGHO IRU 60(V /IDZ WUDQVSRVLQJ LW LQWR 6SDQLVK ODZ

,Q DGGLWLRQ WKH SODQ LQFOXGHV VSHFLDOLVHG SURJUD%%%\NL SWHGRWEB Wi | \bS. %ngwé%v%?b SURIHV\
HDFK DUHD ZLWK GLYHUVH WRSLFV DQG OHYHOV RI VSHFLDOAMPN LRRH WOKIKWER®Q SHIRLUIWWRR BLWELSOLQDU\
SUHVWLJLRXV VFKRROV 7KLV DSSURDFK HQVXUHV WUDLQLQJDALXQBG ERWE ¥FMQ NLEIOKG IVQY WKRWIHIRF @ HWEFLQDO QD
DQG PDUNHW WUHQGV LQ VXVWDLQDELOLW\ UHJXODWRU\ FRPSOLDQFH DQG SUHYHQWLQJ FULPHV ERWK Z
WKHQ WKH FRPPLWWHH KDV EHHQ UHVSRQVLEOH IRU PRQL!
DQG VXSHUYLVLQJ WKH SUHYHQWLRQ PRGHO LPSOHPHQWHG

%DQNLQWHU KDV D &RGH RI 3URIHVVLRQDO (WKLFV DQG DYKHERPPWMLRGW RV WIKGIHFUS RH B KHWHDWLRQR3ULYDF\ DQG /I

FRPPLWWHH ,Q DGGLWLRQ LW KDV VHW XS D :KLVWOHEORZLQD @KIDDQR HOLZKUFEQY/ KNVBG B\ WHKHWMDDNVBWLDMNLQI WKH &

*URXS 7KH ULVN PDS LV FXUUHQWO\ EHLQJ XSGDWHG WR SIXELOKGW KHU KPIDG RR QAHIRBOMD WIHED LiHP HIOAW & RUSRUDWH &I
Rl 6HSWHPEHU VXFK DV VH[XDO KDUDVVPHQW ZRUN&BBERWDNV viVPHHIOMRE 33 S RQAVWWERSY RQG &RPSOLDQFH

PRUDO LQWHJULW\ LQ WKH ZRUNSODFH LQFOXGLQJ WKRVH F/'?(’?IPH:WWF"LQNWW'@HSQJLL‘E-EY\(ROU\]LIS/@@IQN/LELOLW\ LV WR VXSHLU

7KH %DQNLQWHU *URXS &RGH Rl (WKLFV HVWDEOLVKHV WRENESWHU & MY PRRD YH®H RQ PRGHO WV I
SURIHVVLRQDO FRQGXFW SUDFWLFHV IRU DOO RI LWV VWDé?D b L%%'ﬁ_ %E’E TERYNE FRYT & K@Eé@gg I?:l(’JQ\&YI—Fl)\?VDLVRX(SJ;(;/ (Bv'
JHQHUDO REMHFWLYHV LQFOXGH SURPRWLQJ LQWHJIULW\ SEX&HREEDWY R WKIR QP86 MPB HafoWYRE VISDEHRYHOWIRO PR
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PDQDJHV D FRQILGHQWLDO UHSRUWLQJ FKDQQHO WR UHSRUKMH SRVWLER G WWRMH FXOMNWNXWH HWVHB Q G\ FURRIWHE RXWKH RUJIL
SHULRGLF UHYLHZV RI WKH SUHYHQWLRQ PRGHO Rl WKH %RDUG RI 'LUHFWRUV DQG 6HQLRU ODQDJHPHQW LV

&RPPLWWHH PHHWLQJV DUH KHOG TXDUWHUO\ DOWKRXJK HEVYBRYE L Hplk B @hY WHRVRXIKHWELYK FRUSRUDWH VWU X
QHFHVVDU\ 'HFLVLRQV DUH DGRSWHG E\ PDMRULW\ YRWH DI®& b WK REMPHIWWE H@ WLOK WRISPL&W FEl ZLWK WKH UXOH

WKH VHFUHWDU\ 7KH FKDLUPDQ RI WKH FRPPLWWHH UHSRUWV\DIAQAFAQQY R PP
WKH DFWLYLWLHV DQG UHVROX\(IDVLRQV DGRSWHG )XY w %w%%a)&%b%'% , URKY KD F Do sowL aruU
&RPPLWWHH DQG WKH %RDUG RI 'LUHFWRUV ZKRVH PDLQ F

'XULQJ WKH ILQDQFLDO \HDU WKH %DQNLQWHU HWKLFVDEQR OPUNLRHUBVMHFWRWORRI FRRAPUNEWMH IR XDYKLY SROLF\ HVWI

SURFHVVHG GLVFLSOLQDU\ FDVHV LQ IRU QRQ BRRAY®IQMN PH) Z IPMRREWWHD OR GRURIXSW FRQGXFW ZLWKLQ WK

3URIHVVLRQDO (WKLFV E\ LWV VWDIlI RI ZKLFK FRUUHV SRIQUEF YD RY Q POHUYVIRWQRBIO SIRO BSDHWY DQIGQ (WKLFDO &RGHYV
DQG LQ 3RUWXJDO LQ ,Q WKHVH FDVHV RQ REFHDVOBWRUDOUD RHAMIHP LQ 6SDLQ

GLVPLVVDO KDV EHHQ DGRSWHG DV D GLVFLSOLQDU\ PHDVXUH 7KH R HV LPSRVHG L

WKHU SHODOWL
UHODWLRQ WR WKH FDVHV SURFHVVHG LQYROYHG VXVSHQVZ|$§/\%5PHES%'R\LPLHW B Rp¥BENRWEH HREGWLPDWHOL U
GHSHQGLOJ RO WKH VHULRXVQHVY RI WKH RIIHQFH $OWL &RUUXSWLRQ 3ROLCF\ 7KH REMHFWLYHV RI WKLV SROLF

IUDXG DQG FRUUXSWLRQ VWUHQJWKHQLQJ FRUSRUDWH SRC

,Q JHQHUDO WHUPV WKH LUUHJXODU FRQGXFW GHWHFWHG KOKM ¥HHBY BGHWLFHG ORPI RRWQ HRR RJOD IFXBOH ZUWKRI GHWHUUH
WKH EDQN V LQWHUQDO UHJXODWLRQV UHJDUGLQJ SURFHVVHY DQG RSHUDWLRQV DQG KXPDQ G VSHFLILF

HUURUV LQ UHODWLRQ WR GDWD SURFHVVLQJ KLJKOLJKWLRGOREBRY WKH R Rk B Uﬁ'@x%@/v\g WR WP Y RHY RI GHII

FRQWUROV ULPLQDO &FPRGHO KDV QRQ FRPSOLDQFHV DUH Rd IWHEWRE WHRG s yWUXFWXUH DSSURSULDWH WR WKH SU

HORXJK DYRLGLQJ IXUWKHU FRQVHTXHQFHYV KDV EHHQ FKRVHQ LQWHJUDWLQJ WKH GLIIHUHQW ULVNV R
PDQDJHPHQW WKURXJK D FRUSRUDWH VWUXFWXUH ZLWK UHV

ORUHRYHU DV D FRQVHTXHQFH RI WKH SRVVLEOH EUHDFK RI FHUWDL\% FRMUDFWXDO REQLIDWLROV RI WKH

DJHQF\ FRQWUDFW WKH FDVHV RI DJHQWV LQ KDY H BV VRN (HRAMVELWRWLRR B R PR Gy i JXODWRUN TUDPHZRUN

WHUPLQDWLRQ RI WKHLU DJHQF\ FRQWUDFW zDV GHFLGHG DJERPY RIkWYKIHVIFR®RR HU QA sRilvCRY PR x oAy gV RUJDQLVI

UHPHG\ WKH GDPDJH FDXVHG LQ DFFRUGDQFH ZLWK WKH SURY4VERQWBRWKHQOGR®WYDPFW RQ UHJXODWLRQV DQG EDQNL

YXUWKHUPRUH GXULQJ WKH ILQDQFLDO \HDU QR OHJDO FDVHYYREFHEWMP RE ERY UK RRY kI VHCER[ QYHVWPHQWY
DEXVH WKH ,QWHUQ

EURXJKW DJDLQVW WKH *URXS DO &RGH RI &RQGXFW DQG &RQI
LPSOHPHQWHG D PHWKRGRORJ\ EDVHG RQ WKH ULVN C

GHIDXOW LQ HDFK DUHD RI DFWLYLW\ WR EH DVVHVV

7KH 5HJXODWRU\ &RPSOLDQFH IXQFWLRQ LV LQWHJUDWHG LQWR 20 §NMFWRY vEREMN-RIVRRAS WRY & WRRE KWK UH FHY

WKURXJK WKH &RUSRUDWH &RQWURO DQG &RPSOLDQFH GHSDBU®WPHYHWOWIERO RIZKRFK\ HOKROBIEMHWQ IDDQG )LQDQFLQJ RI
VXSHUYLVRU\ IXQFWLRQ ZLWK WKH DLP RI SURYLGLQJ WKH %RDUGE RN EREWWR O VDDIGWKDDR B OHREHDOWY LWVDLRIDZRUN KDV FRQ!
WKH *URXS V FRQWURO DQG FRPSOLDQFH VLWXDWLRQ VKDULQJ BPNWHKRGRORIO\ WREKRONPRIQGY WE WPRRXQLRWMR/U DY/

ZHOO DV FKDUDFWHULVWLFV RI LQGHSHQGHQFH UHFRJQLWLRQ DQG REMHEWLYLW\ FRPPRQ WR WKH VHFROG
OLQOH RI GHIHQFH 5LVN &RQWURO DQG ,QWHUQDO 9DOLGDWLRQ ZKLFK

RSHUDWLRQDO WHFKQRORJLFDO PDUNHW DQG LQVWLYV
7KLV RUJDQLVDWLRQDO FRQILIXUDWLRQ DOORZV IRU WKH KRPRIJHQLYVDWLRQ RI WKH LOQIRUPDWL

RI DOO WKHVH VHFRQG OHYHO FRQWURO DUHDV DQG SURYLGHY WK@PQFILWER WRRWBRE %Q%EP(\Q L’\\?Q%E\é's UHYLHZV
WR H[HUFLVH WKHLU IXQFWLRQV LQ OLQH zZLWK EHVW SUDFWLFHQRORTEPPoRGVWYRY BRG LRYIUMREUT N G ¥EUYLFHY

JXDUDQWHHLQJ JUHDWHU DQG EHWWHU FRQWURO HQVXULQIKH HOYEMMY - @ W iYW B W% 8 8 WerdWY Z&ieds &V IKgdPF HZ LK 3UHYH QW |
WUDQVODWHV LQWR JUHDWHU HIILFLHQF\ DQG RSWLPLVDWLRQBOEHYR YHEHRY WS WRY MELR U MWKN-\O Y B FRRESS OLBGFRII FRPP L\
GHIHQFH ZLWK LQGHSHQGHQFH LQWHJUDWHG LQWR WKH &RUSRUDWH &RQWURO DQG &RPSOL

"XULQJ WKH ULVN PHDVXUHPHQW PHWKRGRORJ\ LQ WKH WUMHTRRY ERYR/EWWRU\PEE SUHYEEUHY Q8 VXSHUYLVRUL 1XQF
SUHYHQWLRQ RI PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDWERESHSLM B VKB SE¥BXsaY Bl ERURSR FBRHOLDQRFH VLW

OHYHO DQG KDV EHHQ PRQLWRUHG LQ WKH WRRO FRPPRQ WH R QxR QYK WKK R RQRDUNHD XSQW KR B & &I FMVRAIP WHS DU WP HQ W
6$3 *5& UHODWLRQ WR UHVSHFW IRU WKH FRPSDQ\ V FXOWXUH DQG
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RSHUDWLQJ SURFHGXUHV DQG FRPSOLDQFH ZLWK HVWDE O L B RIEGWHLUIXROWIWMR Q\Q D WFD QY R, W VRENHNFWEK B W LM WAWR/ HQV X Ut
DUH PDQDJHG LQ DFFRUGDQFH ZLWK WKH GHILQHG OHYHO RIQGLRRQDSSRHM DW HR | LV WILQD QL VN W LRI \KIDQJ DURP ORQH\ /
JOREDO ULVN PDS LQFRUSRUDWLQJ DOO RI WKH ULVNV IDE® G RPG® LD GRP ZR WY KL D OROU B B WX RMWRWAWHPT XLUHPHQWYV LQ \
WKURXJK WKH XVH RI D VLQJOH FRQWURO WRRO LQFOXGL Q%&wﬁ%gg LQ gf’% LEHVW FRYEWHPe REMHEW
FRPSUHKHQVLYH SLEWXUH RI DOO ULVNV 7KLV HQVXUHV LW%KRSMK Q/\Qc{# \6\) HWLRODO VWDOGDU G\
7KLV RUJDQLVDWLRQDO VWUXFWXUH HQDEOHV WKH DSSURSKLYWRE WHRDUHRHQY RI \%IDKDNJ_LQNNHBIDQQI@QLWV VXEVLGLD
FRPSOLDQFH ZLWK UHJXODWLRQV ZKLFK HQWDLOV D VLJQIPIHB®RWH Y HSKMDME RAFD G RPLSAON ZLLWKK WK SR WHHIXW@DMA. RQV 7
QHJDWLYH LPSDFW RQ WKH UHODWLRQVKLS ZLWK FXVWRPHW$\0/ RD) NHWN PHDBSDEEH HVVINQBSEXMWK RUHLWICHD L QH ZLWK WK H
SDUWLFXODU QRQ FRPSOLDQFH ZLWK UHJXODWLRQV PD\ OHDIGLWRXQB WEWQRQF S GBDPHQMN RU DF D E E HOQIMWHREQW WRRO |

RI FRQWUDFWYV ZLWK WKH FRQVHTXHQW GDPDJH WR WKH LPRM%H\I;MHV@W#GS;AE/\&V\{17<I-5§8LQ’£\ILHV DQG 3URFHGXUHV 0DQXDO

,Q SDUWLFXODU WKH &RUSRUDWH &RQWURO DQG &RPSOLDDQ@GHHSDWWR PHILWE 0D XBO0 KWIYH.EBWEWRQLWHKIH DQG XSGDYV
IROORZLQJ ERGLHV RI WKH EDQN VWUXFWXUHG LQFRUSRUDWLQJ WKH SURSRVDOV PDGH E\ V

7KH UHJXODWRU\ FRPSOLDQFH FRPPLWWHH ,W LV W}H-r' >?—| I?_\%BUaD[:é<IE)JQ-T]I!;'IYQW ERG\ WKDW

PRQLWRUV WKH %DQN V SROLFLHV LQ WKLYV DUHD LQ: RUN DOVR FRQWLQXHG RQ WKH DFWLRQ SODQ DSSURYHC(
5HIJXODWRU\ &RPSOLDQFH IXQFWLRQ 7KH FRPPLWWHFIUHFRPPHQGDWLRQV RI WKH H[WHUQDO H[SHUW DQG WKH VX
WR UHJXODWRU\ DQG FRPSOLDQFH LVVXHV HVWDEOISURFHVV IRU XSGDWLQJ GXH GLOLJHQFH $Vv D JHQHUDO

FRPPLWWHH RI WKH %RDUG RI 'LUHEWRUYV FRPSXOVRU\ DQQXDO WUDLQLQJ LQ $0/ LQFOXGLQJ WKRYV
FRUUXSWLR
7KH SURGXFW DQG RSHUDWLRQDO ULVN FRPPLWWHH ,wW LV WKHQJRYHUQLQJ ERG\ IRU WKH

SURGXFWV DQG VHUYLFHV WKDW %DQNLQWHU RIITHUV $WR SDUMY R HYG D QAN @WHRIUG OFRPH LW RIKQWK W R WUDQVSDUHQ!
SURGXFW JRYHUQDQFH SROLF\ DSSURYHG E\ WKH %RDWHL QIRYBHPRERW\RIT MW KH3  WEXFRQ DHXWXUH ZLWKLQ WKH ED
2SHUDWLRQDO 5LVN FRPPLWWHH FRYHUV DPRQJ LWV PRRY\ IKFEHRGR IWKIP D ESURFVQOFKH G/ k1@ DLPHG DW WK

ODXQFK PRGLILFDWLRQ RU FDQFHOODWLRQ Rl QHZ SUETHY sXRE Vk||y\‘;LLFP'—ISVO Rp G VBRV\WWHP IRU WKH SUI
FXVWRPHUV WKH UHYLHZ RU PRQLWRULQJ RI WKH DSS| ,Q@be%QRJ_d\kLGQQ\(N TARQ BXFYODPRFERUN LV EHLQJ X
VHUYLFHV DV ZHOO DV WKH PRQLWRULQJ DQG UHVR@ Ry k B QM gqu(H WR MR WK, GDWD SURFH\
SURGXFWV DQG VHUYLFHV DQG WKH PRQLWRULQJ DQ®y R GFHQNYLYcRR XWAR o R/k%PL%%'GF@WBH\VLUUHJxODu FRQGXF
DVVRFLDWHG ZLWK RSHUDWLRQDO ULVN PDQDJHPHQW gyWwHFWHG WKH SURFHGXUH HVWDEOLVKHG LQ WKH &RGH
7KH ,QWHUQDO &RQWURO %RG\ ,W LV UHVSRQVLEOHI SRUWHWR ML VKLBLQDOGS HOWHKQWBRQ DQG SURIHVVLRQD
FRPSOLDQFH ZLWK WKH SROLFLHV DQG SURFHGXUHV IR SHRBAH-OWIHQ S PG RO b®XY\cRHIR %S Ut G

WHUURULVW 1LQDQFLQJ LQ DFFRUGDQFH ZLWK /DZ.xyq3 WKH MGHOFLOS \HDU """ QR OHIJDO FDVHV UHODWLC
UHJXODWLRQV ZKLFK FRQVWLWXWH WKH SUHYHQWLY{H KH *UR&EYN KI WKH YDUNLUWHU "URXD>

7KLV ERG\ PXVW EH DZDUH RI WKH ULVNV LQ WKLV DUHD KI WKH EDQN DQG HQVXUH WKDW WKH

QHFHVVDU\ PHDVXUHY DUH WDNHQ WR HIIHFWLYHO\ PLWH 3B WW LVOK HE

2WKHU VSHFLDOLVW FRPPLWWHHV KDYH EHHQ VHW XS LQYRWONQNILQWIHU RU &R0 b G KRG W OV RHBRIUSNRUON WIKBIQQHO LV D P
ERDUG V VXSHUYLVRU\ IXQFWLRQ VXFK DV WKH &ULPH DGy HOQWHWRWYL.DYGH 30D/ FRRG XFAWK RRV FRQGXFW WKDW L
&RPPLWWHH 7KH &RUSRUDWH &RPSOLDQFH DQG ,QWHUQDO EBRYWURDOG UHIKIORDW LLRRQ VL R U FKRIAVHKRAV LOHW KW BWLRQ ,QF
WR HQVXUH HIIHFWLYH DQG FRQVLVWHQW ULVN PDQDJHPHQWHYHQWGERWLRIQORXKH FRPGOBHVISQUWQREL SIDQDHFLQJI RI 7HUL
LQ WKH &RUSRUDWH 5LVN 0DS ORQLWRULQJ &RPPLWWHH WKRDQFAHG®IOW BKVRX QG IDJ \R & FEFRFQ W/UWNRHOH L WAWKKHH V

'DWD ODQDJHPHQW 2SHUDWLRQV &RPPLWWHH WKH 7HFKQR F
Wik QIRUBDWLRQ sHEXULWL DQG sexVLQHVY &rowLoX W wRRA IS BRE R Al el Ral LAl T o o Leanat oo
&RPPLWWHH DQ\ RWKHU DWWLWXGH WKDW FRQIOLFWV ZLWK IXQGDPHQWD

7KH ORQH\ /DXQGHULQJ 3UHYHQWLRQ DUHD LV UHVSRQVLE Q
SROLFLHV DQG SURFHGXUHV DGRSWHG E\ WKH EDQN LQ Pkaq@r'rg\ﬁ%gi%wgdm@%f%\h%%;‘F\%%flvgvﬁwII [DWFHFUH?/\[;SWVDV\XG%
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WKURXJK WKH FRUSRUDWH LQWUDQHW DJHQWYV WKURXJK WSKHR W BHHF QW QH [ WMKDHQ RV J KWK\S SROIL IDIOVO WSKDURXKUIKVWIKAIY ROYHG D!
VXSSOLHU SRUWDO DQG WKH UHVW RI WKH VWDNHKROGHUW MKKWLCDWKRYWKH %DONLQWHU FRUSRUDWH ZHEVLWH

7KH FKDQQHO JXDUDQWHHV FRQILGHQWLDOLW\ DQG WKH SR LOLW)\ RI_PDN ROVPRXV_ERP
WKURXJISQD VHFXUHQV\VWHP VVQKDW QXVHV D XQLQTXH FRGHygE% S%ﬁ%égﬁnmmf&@%%ig%@wFWV

FRPSODLQDQW 7KH *URXS KDV D FRPPXQLFDWLRQ FKDQQHO DFFHVVL

_ D 0 V_.D \RR XV RU FRQILGHQWLD
ZKURXJKRXW %DQNLQWHU KDV GUDZQ XS WKH :KLVWOHEORZL %%P ?FEE |\v$%QZ,§'|§\ﬁ R X\LQJ D FRG
QWHUQDO SURFHGXUHV IRU WKH PDQDJHPHQW DQG LQYHVWLJID %IB 9/ 0 %PE g \%VHSW o
WR DGDSW LW IDLWKIXOO\ WR /DZ ZKLFK UHJXODWHV WKH SOR RI SHUV K uW

UHJXODWRU\ LQIULQJHPHQWY DQG WKH ILJKW DJDLQVW FRUUNXSWLRR | RAKH R WK W X HZNQ O 1E H\5 U8 WHIQW B8 O RDJH FRU U

WKH $XGLW &RPPLWWHH DQG VXEPLWWHG IRU DSSURYDO WR WKHRXHRWUERQR!I 'LUHFWRUV IRU VXEVHTXHQW

SXEOLFDWLRQ RQ WKH FRUSRUDWH ZHEVLWH LQ WKH ILUVW TXDUWHU RI
,W IDFLOLWDWHY FRPSOHWH WUDFHDELOLW\ EHWZHH

'XULQJ WKH &RGH RI 3URIHVVLRQDO (WKLFV ZLOO EH XSGDWBGOULKRE RKKGWL-QJ WKH PRGLILFDWLRQ

GHVFULEHG DERYH
7KH 'LUHFWRU RI ,QWHUQDO $XGLW HQVXUHV WKH FRQILGH

%DQNLQWHU SURWHFWV ZKLVWOHEORZHUV DJDLQVW UHWHUUMRWLROQ O GLYHSRBWIYDWRRDKHREX®IQN &FRAPLWWHH RI WKF
WUHDWPHQW LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WEKH P&ERO®DH W ¥ URJ HYVERQEHQ PMKEZEW KD QIGZ WBEBOHRRHG SURFHG
UHJXODWLRQV LQFOXGLQJ WKH WUDQVSRVLWLRQ RI 'LUHRWSFHBHLQW DIIHFWHGY K\WKHV\WMOHEP RI ,QWHUQDO $XGLW LW
JXDUDQWHHV FRPSOHWH DQRQ\PLW\ RI WKH ZKLVWOHEORZIgW S DV WHOOWDW KO MJ 2 R X DGR BAHAWPLER QHY SIRLQMW LOLW\ DQG D

SRVVLEOH UHWDOLDWLRQ

7KH &RGH Rl 3URIHVVLRQDO (WKLFV LQVWUXFWY WKH ,QWHU
7KH RQO\ UHFLSLHQW RI DQ\ FRPPXQLFDWLRQ GLUHFWHG DWR PWMBIQW &R QIk G HQWALRIDQ FHL RWPRIBGREWQWKDW PD\ HQWDIL
&KDQQHO LV KHDG Rl ,QWHUQDO $XGLW DQG LW LV JXDUDQW HWIGH BEERWKH WRGHDB UV WRXIWVNORQBOLAVKIDFWLRQV QHFH'
LWVHOI WKDW DQ\ SHUVRQ ZKR UHSRUWYV LQIUDFWLRQV FRP®GWMOHAEL B W K IQ WAKKH Hf DWW HLQFOHO REHLBURWXHGEOMH ERQG XFW
DJDLQVW UHWDOLDWLRQ GLVFULPLQDWLRQ DQG DQ\ RWKHULWLSH BRW K QI DKL WUV DWKHHR®O\ XQLW DXWKRULVHG WR GLUH

7KH FULPLQDO SUHYHQWLRQ DQG SURIHVVLRQDO HWKLFV F%@VJ@HT@SigwMHﬁW\%h\%Q%\RW%KH SHRSOH
%RDUG RI 'LUHFWRUV WR ZKLFK FHUWDLQ IXQFWLRQV UHOD WERM % S W RL S R RN o YWEPFV KDYH

EHHQ GHOHJDWHG LV WKH ERG\ WKDW JXDUDQWHHV WKH FRQ$ISG®HQW LDOLMWY IRRIOWKHSFRPS O DHLQMWVWUHFHLYHG

WKH UHVHUYHG DQG FRQILGHQWLDO QDWXUH RI WKH GDWD RI WKH FRPSODLQDSW D\?G WKH L IRUPDWLRS
SURYLGHG LQ WKHP 7KH SURFXUHPHQW SURFHVYV DW %DQNLQWHU KDV EHHQ WUI

WKH JXLGHOLQHV DQG UHTXLUHPHQWYV RI (XURSHDQ UHJXOI
7KH &RGH LWVHOI LQGLFDWHYV WKDW QR UHSULVDOV RI DQ\ 8bQ® [IZ-QD BH WMON HXQU R $BIIDQV &VH Y W X & Loy VAONM EWREAHYX URSHD
IRU WKH VLPSOH IDFW RI UHSRUWLQJ )XUWKHUPRUH LI WISH VA3 XWIORHE OcRD-UG K PR/L 8 DIUMRIFFHLSD WAH € RIQQV WIKGIW O\ HYRO'Y
UHSRUWHG FRQGXFW WKH IDFW WKDW WKH\ EHFDPH DZDUH @RI UH¥ WIKYHRX VK KK B \Z KLV QHEORIZILW B & KBQQBHHLRQDO 5HV
PD\ EH FRQVLGHUHG D PLWLJDWLQJ IDFWRU E\ %DQNLQWUHHODMXSE) WRGVRKY WD LOYKEHLERRSHWHQW

DXWKRULW\ ZKHQ GHWHUPLQLQJ WKHLU UHVSRQVLELOLWLHYV
$GGLWLRQDOO\ ZLWK WKH DLP RI LPSURYLQJ WKH HIILFLHQ

5HJDUGLQJ WUDLQLQJ DQG LQIRUPDWLRQ DOO HPSOR\HHV WKk HLURIF MAKH  &R@H LRY WBHIR IIHPS/O IRRHDOWIEK DFYHZ SURFHG XL
XSRQ MRLQLQJ WKH FRPSDQ\ FRQILUPLQJ WKHLU NQRZOHG kD WP YXFFRHRALUWE 8 Q WWURI QKK HY WO EQVLW IOHEEGOL W\ WR DGDSWV
SURFHGXUHV ,Q DGGLWLRQ DW OHDVW RQFH D \HDU FRPPXWDLBBWRRQW DUH PDGH RQ WKH LQWUDQHW WR

UHPLQG SHRSOH RI WKH FKDUDFWHULVWLFV DQG DFFHVV WR WKH UHSRUWLOL FKDQOHO VWUHOIWKHOLQ?
DZDUHQHVV DERXW LWV XVH 2QH RI WKH DGYDQWDJHV Rl WKLV SURFHGXUH LV WKDW WK

WRRO PDQDJLQJ HYHU\WKLQJ IURP VXSSOLHU DSSURYDO :
%DQNLQWHU KDV D UREXVW SURFHGXUH LQ SODFH WR SURRSRXOIK MFCMKHERIQWOR D RE VREM I HYW®WU\ EXGIHW FI

LQYHVWLIDWH LQFLGHQWYV UHODWHG WR EXVLQHVV FRQGXFWOLRRAOEGRRHVWKRYG 1000886 WKRi FBRUKXGWDR®G ILOLQJ F
EULEHU\ DQG RWKHU LUUHJXODULWLHV WKURXJK WKH ,QWHU%(DO $XGLW GHSDUWPHQW 7KLV SURFHGXUH

LV
GHVLJQHG WR HQVXUH WKDW DOO FRPSODLQWYV UHFHLYHGL¥ H%Wgé%@é’ﬁ.’ﬂ*%ngRMﬁK/Wﬁa@S&@Y SHBFHVV DQG LW/
D NH\ HONPHOW W%DONLQWHU HQVXUHV WKDW LW ZRUNV ZL
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VROYHQF\ UHTXLUHG E\ %DQNLQWHU DV ZHOO DV WKRVH XWANKHWMRGU HE\ DVKIHQ GX.BRBHHBQEWB®NLQUIRXS V SROLF\ WKH
5HIXODWLRQ (%$ )RU WKLV SXUSRVH GLIIHUHQW YDULDE ®@H\O R HWVHKYD O XD WG GRIL @ RQ WEIDFIWVXWRDDQD BLCISMLHU WKL
FULWHULD VRFLDO DQG HQYLURQPHQWDO FULWHULD XVLQUHFRBHARIGA® VYR \DPYRWY XIKQB K LRQ WAKSIHEIVGHWWLYH ,Q W

D VFRUHFDUG GHULYHG IURP WKH VXSSOLHU V DQVZHUV ROORBVFNEHIRIHWRROR Extw FIRAY R SRRIMIDHGQ DVY WR JHQHUD YV
UHFRPPHQGDEOH RU QRQ UHFRPPHQGDEOH DFFRUGLQJ WRF(M@BLBULWHULD 7KH %DQN WKRURXJKO\

HYDOXDWHV VXSSOLHUV XQGHU WKH IROORZLQJ FULWHULD
7TKURXJK WKLV SURFHVV %DQNLQWHU UHLQIRUFHV LWV FRF

6RFLDO &ULWHULD WKDW WKH FRPPHUFLDO UHODWLRQVKLSVY HVWDEOLVKHG ZlI

&RGH RI (WKLFV DQG &RQGXFW ,W LV YHULILHG ZKHWRALMYRYWRREEYEV K EVW RPR¥ER RFG YDOXH WR VRFLHW\ L
HWKLFV RU LQWHUQDO SROLFLHV WKDW SURPRWH LORUSUBRRPHRWDQVSDUHQF\ DQG UHVSHFW IRU

KXPDQ ULJKWV LQ OLQH ZLWK LQWHUQDWLRQDO EHVW -5 UWPfREHARY RI FRQWUDFWLQJ ZLWK %DQNLQWHU VXSSO

/HIDO &RPSOLDQFH 5HJXODWRU\ FRPSOLDQFH ZLWKGEiEﬁEt'lQWC/oﬁ'JW@b@é{d\?gR\Xﬁﬁé—%ﬁﬁQHF\ DV ZHOO DV WKH

*HQHUDO 'LVDELOLW)\ /DZ DQG RWKHU VRFLDO UHTXL%#M—!‘QHWR/OL\FLDWWHQ/Q GHU WKH UHJXODWRU\ IUDPHZRUN
XURSHDQ %DQNLQJ $XWKRULW\ V *XLGHOLQHV RQ RXWVRXL

6RFLDO 6DQFWLRQV $Q DQDO\VLV LV PDGH RI ZKHWEKBOWYKHGX RO LHY EKPRDEHHQ VKEMHEWD IWHU (%$ 2XWVRXL
WR VRFLDO ODERXU RU ZRUNHU ULJKWV VDQFWLRQWRIWWHKHDROY¥W WKUNEDHPUVVXHG LQ $SULO 5X0OHV w

6SHFLDO (PSOR\PHQW &HQWUHV &(( .w Lv bvvHWEER %@L@QQHRUW\N)&%W ATV V(VXRUIFEEEE)(E onexy
SURPRWHV VRFLDO LQFOXVLRQ WKURXJK FROODERW b% t’yR\'i\'/K;V\@ BRI\%/ RXHUHRéS HY R ERRxS Vb Y
FHOWUHVY RU WKH KLULQJ RI SHRSOH ZLWK GLVDELOL Q ( Q Q Q

QO WKH GLJLWDO RSHUDWLRQDO UHVLOLHOFH RI WKH

(QYLURQPHQWDO &ULWHULD 'LUHFWLYH DV ZHOO DV WKH 5HIXODWRU\ 7THFKQLFDO 6WDQ
(QYLURQPHQWDO &HUWLILFDWLRQV ::H FKHFN ZKHW 7KH SROLFLHV DSSO\ WR DOO EXVLQHVV OLQHV DQG FRQWU
FHUWLILFDWLRQV VXFK DV ,62 RU (0$6 ZKLFK I1%DQNLQWHHKBRXKBALRVPAHQYIWRROLF\ KDV EHHQ DSSURYHG
WKH UHVSRQVLEOH PDQDJHPHQW RI QDWXUDO UHVRXWRW DAKGEOHQNKHRURHFXWBAPRPHQW 3ROLF\ IRU *RRGV D(
SURWHFWLRQ HIILFLHQF\ FRPPLWWHH

&DUERQ )RRWSULQW ,QIRUPDWLRQ LV UHTXHVWHG RQWWKHFDWQHD RIVWK H OBR ¥ 8 XFWHWRIGIRDULHY DQG EUDQFKHYV
WKHLU FDUERQ IRRWSULQW HYDOXDWLQJ WKH PHDSROHVNLWKHWRESISSWRFPMWQAIRRQAWH PWHKUHWDLQ SDUWV RI WKH S

HQYLURQPHQWDO LPSDFW DQG RU UHVSRQVLELOLWLHV RI WKLV SROLF\ PD\ YDU\ 1
(QYLURQPHQWDO ,PSDFW RI 3URGXFWV DQG ©6H y yw '_QD @W ' Wl-}f gg\LWKH\ FDQH KFI??YQHWYJ\%(IEV'\_ILLJQ}?]‘
FKDUDFWHULVWLFV RI WKH SURGXFWY DQG VHUYLFH cHHZé( % (%7% \U b LE%I;JF&LQE%?; DWLRQDO FKDU\
DWWHQWLRQ WR WKH VXVWDLQDELOLW\ RI WKH PD UL \% \53 E U DV\(Q U ('_:-l; \</

OLIH F\FOH 7KH FROQWUDFWLQJ SURFHGXUHY GHWDLOHG LQ WKLV SROLF\

,Q DGGLWLRQ %DQNLQWHU UHTXHVWV WKDW VXSSOLHUV2QUWRKHGRW&RBXRHEQ® DWW RWQKRBHFPR EHVQIBWHGI WKDW LQ
FRPSOLDQFH ZLWK WKH DIRUHPHQWLRQHG DVSHFWV VXFK DWSSURYHG D 6XSSOLHU &RGH RI &RQGXFW ZKLFK FRQVWLW)

&RUSRUDWH 6RFLDO SHVSRQUVLELOLWI &65 DQG vxvwoREFO FEQ A kVF 00 vboXHY WKDW KDYH WUDGLWLRG!
4XDOLW\ ,62 HQYLURQPHQWDO ,62 (0%$6

FHUWLILEDWLRQV Dgﬁva)l(lﬂJ\éll&Vl-P%?I WKLV FRGH LV WR HQVXUH WKDW DOO VXSS

ZLWK WKH SURYLVLRQV RI WKH 8QLWHG 1DWLRQV *ORE
5HSRUWV RQ LQWHUQDO RU H[WHUQDO DXGLWV UHOGWMBOWSRPNMRWNVDVO DHEIXAMWE KEED@H JIXIOIKWRU\ REVHUYH OL
FRPSOLDQFH HQYLURQPHQWDO SURWHFWLRQ DPRQJ RWKHU DVSHFWV |

VXSSOLHUV VKDUH DQG UHVSHFW WKH HWKLFDO YDOXHV WHK
SHSRUWV RQ WKH FDUERQ IRRWSULQW DQG PHDVXUHV DSRSMHG\JRU LWV PLWLIDWLRQ
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7KH SULQFLSOHV RXWOLQHG LQ WKLV &RGH RI &RQGXFW DUH DQ 1KISRSWD QM ERPERPSIQKNP ARMWHE HOHFMAWRUDO SROLF
DQG HYDOXDWLQJ VXSSOLHUV DQG IDLOXUH WR FRPSO\ ZLWK WKHEHIBQB BV R @HDIG WR UL XPMXMWLBQGR HWKWHD FWLYH VH
FRQWUDFW &RQVHTXHQWO\ H[WUD ILQDQFLDO FULWHULD & HQ YSR®IQPHIMWD @ H MR RUD DX DO 1RMMUQRGFAR®VLGHULQJ
KDYH EHHQ LQFRUSRUDWHG LQWR WKH SURFHGXUH IRU WKH HY D OXIDAV VREG LID@GDMSSS HRY D O RRIPH@EBDQHWPEDFW Rl WKH SUI

%DQNLQWHU KDV DOVR LQFOXGHG D FODXVH LQ LWV FRQWUDFWWH P %\)L;? S%ﬁ) &l‘J_'Fﬁ \(\;LL K\(&%JI-PVV ﬁLPJL\Bé%\(JVgLQQV
VRFLDO PDQDJHPHQW ZKHUHE\ WKH\ XQGHUWDNH WR SUHYHQW Fé}g % \& la %&H%EW\}& WPHQW SODQ
DYRLG FKLOG ODERXU DQG JXDUDQWHH WKH VWDELOLW\ RI HPSO R l; L H
2Q WKH EDVLV RI WKH SULQFLSOHV ZLWK ZKLFK LW L
VXVWDLQDEOH GHYHORSPHQW ZLWK WKH KHOS RI LWV

&XVWRPHU JRYHUQDQFH LV WDNHQ LQWR DFFRXQW LQ WKH IROORH@HUIDURFWNRVOGIR'W ILQDQFLQJ RU LQYHVWLQJ LQ WKH |

,Q WKH ULVN DQDO\VLV RI WKH RSHUDWLRQV RI oHJDO sMOVELUHEXRWESEY RS YLFowLro

SURFHVVHV DUH FDUULHG RXW RQ TXDQWLWDWLYH LQIRU®BWRBDQLEDO WXDW VIHHWYR2Q QRW WR UHVSHFW R
VWDWLVWLFDO PRGHOV HWF DQG TXDOLWDWLYH LQIRUPDWURQKWEQ WKLSYHEDWKH WEHWMHEDTDWI\R®Y 8QLYHUVDO |
TXDOLWDWLYH LQIRUPDWLRQ LV FROOHFWHG LQ WKH VXEMHFEWLYLW\ TXHVWLR%QDLUH LOFOXGLQJ

LVVXHV UHODWHG WR WKH JRYHUQDQFH RI WKH FRPSDQ\ \?X‘%F&PEQQLD'_H{QGWJKRWK Y VRRAWK Y HVSHEW "RU VXSSRUW
DVVHVVPHQW RI WKH FRPSDQ\IV VKDUHKROGHUV WKH PDQDJHPROWUL DD MM@@&&?%?W@HUUKWV DQG ULJKWV 1
ZRUNIRUFH DQG LQIRUPDWLRQ SURYLGHG E\ WKLUG sDUWLHYHBRBYp xIeQ wRARYCHPRUB DK WKH . QWHUQDWLR

VHUYLFHV FXVWRPHUV VXSSOLHUV FRPSHWLWRUV WKH PHGLPDHEWRERH 0O QHWZRUNV ZKLFK
KHOS WR IRUP DQ DVVHVVPHQW RI WKH FRPSDQ\iV VLWXDWLRQUJDQLVDWLRQV DQG FRPSDQLHV ZLWK FRXUW VHOQ\

7KLV TXDOLWDWLYH UDWLQJ SOD\V DQ LPSRUWDQW UROH LQ REWDLQLQJ WKH FXVWRPHUIV 8QLILHG

5LVN 6\VWHP RU %DVHO UDWLQJ WKURXJK LWV QRQ OLQHDU ERREBDPQ@RWDbL RQ G W B MK HRREMDORWYYWKDUW KDYH GLUHF
TXDQWLWDWLYH UDWLQJ GLFWDWRUVKLSY DQG KDYH EHQHILWHG IURP VXFK VI

7KLV LQIRUPDWLRQ LV PRQLWRUHG E\ WKH FXVWRPHU DFFRXQMN PHREDITWL VY N 6 @ FRWIDO PIRE WKDW DUH UHFXUU
UHJXODU FKHFNV E\ WKH RUJDQLVDWLRQiV ULVN PDQDJHUV RV ZAHXYDIDOLEY WKHLFOB WL WQULYSSOLFDEOH FRGHV

PDQDJHUV FRUSRUDWH VDQFWLRQLQJ DQG WKH RUJDQLVDWLBOPRXGLYHE WRW L PO WWEH BEXSDWLRQV
&RQWURO XQLW HVWDEOLVKHV FRQWUROV LQ LWV DQQXDO SODQQLOJ TKHVH DUH DXWKRULYVHG E\ WKH
ULVN FRPPLWWHH RI WKH %RDUG RI 'LUHFWRUYV € 2UJDQLVDWLRQV DQG FRPSDQLHV UHODWHG LQ DQ\ .
UHODWHG LQ DQ\ ZD\ H[XDO H[SORLWDWLRQ
,Q WKH SURFHVVHV RI DQDO\VLQJ FXVWRPHUV DQG WUDQV\DFWLR({&\@_%D%I;JL W H QH
S

UV ORQH\
IDXQGHULQJ 3UHYHQWLRQ DUHD ZKLFK LV SDUW RI WKH &RQ¥ YR &l Ve UiRYHH WY L WKQW UHSUHVHQW D U
UHVSRQVLEOH IRU HQVXULQJ FRPSOLDQFH ZLWK WKH EDQN V-Q@ROXEHPVRRQWKEURIKAGX YHALYMURI :RUOG +HULWDJ

SUHYHQWLQJ PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLBY SURWHAWHBEVDWHRPYXDUDQWHH

D
DGHTXDWH GHWHFWLRQ PDQDJHPHQW FRQWURO DQG PRQLYER{HI QUIERE WE KW RGN E A WHYYRE BLRP DOVR HVWDEOLVK
PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ DQG FRB&OHPRAFKZWMDO P OAFWHOOWHG
OHJLVODWLRQ UHYHQWLQJ WKHVH DFWLYLWLHY LV D VWUDWHILF REMHFWLYH DQ HWKLFDO

G DQ
FRPPLWPHQW WR VRFLHW\ DV D ZKROH WR FRPSOLDQFH ZLWKHVIWRIHWEANY IRRYPDO B/WWD B8RO UE R E\ WKH *URXSIiV
EHVW SUDFWLFHV LQ WKLV DUHD UHODWLRQV DUH HVWDEOLVKHG ZLWK FXVWRPHUV WR
L

IRU PLWLIJDWLQJ WKLV W\SH RI ULVN
7KH *URXS 5LVN )UDPHZRUN $JUHHPHQW HVWDEOLVKHV VXVWDLQDELOLW\ SULQFLSOHV WR DYRLG

ILODQFLQJ DFWLYLWLHV WKDW PD\ EH FRQWUDU\ WR WKH GURKI WKek BwWbHObDEWOR®W \RE WUISWAHABRNLQWHU $VVHW (
%DQONLQWHU KDV GHYHORSHG DQ H[FOXVLRQ SROLF\ LQ WWEKWHHEXQXYHRY KOLWUWKDVEHQONIHILHG IRU ILQDQFLC
VLIJQLILFDQW HQYLURQPHQWDO VRFLDO RU HFRQRPLF LPSOH®WGERH WR WKH UHVRXUFHV WKH\

FRQVXPH WKH KXPDQ FDSLWDO WKH\ DSSO\ RU WKH FRQWURYHUV\ WKH\ JHQHUDWH

WR V

JLIOODU  'LVFORVXUHV 5HSRUW



,Q WKH FOLPDWH UDWLQJ SURFHVV FXVWRPHUV DUH FODVVLILHG LQ UHODWLRQ WR WKHLU
SUHGLVSRVLWLRQ WR EH DIIHFWHG E\ SK\VLFDO DQG WUDQVLWLRQ ULVNV LQWR ILYH JURXSV IURP
YHU\ KLJK WR YHU\ ORZ

7KH FOLPDWH UDWLQJ KDV EHHQ LQFRUSRUDWHG LQWR WKH DGPLVVLRQ SURFHVV WR IRFXV WKH
GLDORJXH ZLWK FXVWRPHUV HVSHFLDOO\ ZLWK UHJDUG WR WKH KLJKHVW ULVNV 7KLYV
LOFRUSRUDWHY IDFWRUV UHODWHG WR WKH FOLPDWH DQG WKH HQYLURQPHQW LQWR GHFLVLRQ
PDNLQJ W ZDV GHFLGHG WR VWDUW WKLV SURFHVV ZLWK FXVWRPHUV ZKRVH WUDQVLWLRQ ULVN
LQGLFDWRU LV KLJK RU YHU\ KLJK )RU WKLV JURXS WKH FXVWRPHU UHODWLRQVKLS PDQDJHU
VKRXOG LQLWLDWH D FRQYHUVDWLRQ ZLWK WKH FXVWRPHU ZLWK WZR REMHFWLYHV

e 7R ILQG RXW KRZ WKH\ WKLQN FOLPDWH FKDQJH PD\ EH DIIHFWLQJ WKHLU DFWLYLWLHV

e 7R XQGHUVWDQG WKHLU SODQV WR UHGXFH VXFK HIITHFWV WKH LQYHVWPHQWY SODQQHG IRU
WKLV DQG WKH SRVVLELOLW\ RI %DQNLQWHU KHOSLQJ E\ SURYLGLQJ ILQDQFLQJ IRU WKHVH
LOQYHVWPHQWY DV DSSURSULDWH

7KH LOQOIRUPDWLRQ REWDLQHG LQ WKLY FRQYHUVDWLRQ PXVW EH LQFOXGHG LQ WKH ULVN SURSRVDO
XQGHU VWXG\ DQG GLVFXVVHG LQ WKH FRUUHVSRQGLQJ ULVN FRPPLWWHH 7R KHOS LQ WKLYV
SURFHVV WKH FOLPDWH UDWLQJ LV DXWRPDWLFDOO\ LQFOXGHG LQ WKH PLQXWHV RI FRPPLWWHH
PHHWLQJY )LHOGVY KDYH DOVR EHHQ LQFOXGHG LQ SURSRVDOV IRU WKH FXVWRPHU V UDWLQJ ZLWK
VSDFH WR LQFOXGH WKH LQIRUPDWLRQ IURP WKLY FXVWRPHU GLDORJXH
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,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH

&UHGLW TXDOLW\ RI H[SRVXUHV E\ VHFWRU LVVXYD%@_'G D§§Y>p2gvﬁ/*\ﬁ\%FORéﬁW%M HULFV’TISI:(\F/)QWg FQRRUQUIHL\QSDRQQF?_\SC‘

,Q DFFRUGDQFH ZLWK ,PSOHPHQWLQJ 5HIJXODWLRQ (8 W UDdd- QR UEW Wi FeW R Y RRYIH V1 FRR QRIREIFF@ AW LYLWY  7KH VDPH &1
D RI 5HIXODWLRQ (8 WKH IROORZLQJ WDEOH LQFdOPWW LLId \WKHBWVRIR & WV KIHs @O RQJf WO LQIRUPDWLRQ &ROXH
QRQ ILQDQFLDO LQVWLWXWLRQV LQ WKH EDQNLQJ ERRN WKDIWOXEH ® R WR F H 8L & HRFUKEPRY N & HIWHE W HRW RVUKH BOELY $JU
RQ WKH TXDOLW\ RI WKHVH H[SRVXUHV ZKHWKHU WKH\ DUH FRODYEGHURE BRXOWWORRU (WD JH D&ROXEQ F LOQFOXGHV
DV WKH UHODWHG SURYLVLRQV DQG PDWXULW\ UDQJHYV H[SRVXUHV DV WKH\ DUH ILQDQFLQJ DFWLYLWLHV WKDW FF
SXUVXDQW WR 5HIJXODWLRQ (8 7KH ILJXUHV DUH IRU

7THPSODWH (6* %DQNLQJ ERRN &€ &0LPDWH FKDQJH WUDQVLWLRQ ULVN FUHGLW TXDOLW\ RI H[SRVXUHV E\ VHFWRU HF

D | E F G H I J K L N o P Q R s
.
$FFXPXODWHG LPSDLUPHOW, évég DS:HG pols
*URVV FDUU\LQJ DPRXQW PLOOLRQ (8§ DQG QHJDWLYH IDLU YDOKHF v QQHV a2
WR FUHGLW ULVN PLJOL DOHQW CPLVLROH
FROXPQ
21 ZKLFK H[SRMXUHV WR SRUFHQW.
XQGHUWDNLQJ)V H[FOXGHG LPSRUWH 9HQFLPYH
6HFWRU RU VXEVHFWRU Q QWR
IURP WKH (8 EUXWR d +b DF{ DSBFRV;Vbb %ZFQVJDER PHGLR
EHQFKPDUNV I K 21 zkLFK 2! ZKLFK 21 zkLFk| 2! ZKLFK 21 ZKLFK [VERYWHUD SRQGHYDGR
KDUPRQLVHG 2L RlopHowmaaw | QRQ vwpiH | QRQ ILODQHHa OD LQlI
3DULV $JUHHP H8RY X U UIRUALQJ H[SRVXUHS(HUIRUPLQJ HPLVVLHONYVSHF ILR
DFFRUGDQFH ZJL WRP5H [SRVXUHV [SRVXUHV HPSUHV
G WR J DQG
RI 5HIXODWLR{ (8
([SRVXUHV WR VHFWRUV WKDW
DUH PDMRU FRQWULEXWRUV WR
FOLPDWH FKDQJH
$ $JULFXOWXUH OLYHVWRFN é é
UDLVLQJ IRUHVWU\ DQG ILVKLQJ
% O0LQLQJ DQG TXDUU\LQJ é é é
% (IWUDFWLRQ RI é é é é é é é é é é é é é é
DQWKUDFLWH FRDO DQG OLJQLWH
% (IWUDFWLRQ RI FUEKEGH RLO é é é é é é é é é é é é é é é
DQG QDWXUDO JDV
% & 0LQLQJ RI PHWDO RUHV é é é é é é é é é é
% & 2WKHU PLQLQJ DQG é é é
TXDUU\LQJ
% & 6XSSRUW DFWLYLWLHV WR é é é é é é é é é é
H[WUDFWLYH LQGXVWULHYV
& ODQXIDFWXULQJ
& & )RRG LQGXVWU\ é é
& & ODQXIDFWXUH RI é é é é
EHYHUDJHV
& € ODQXIDFWXUH RI é é é é é é é é é é é
WREDFFR SURGXFWYV
& 7H[WLOH LQGXVWU\ é é é
& & ODQXIDFWXUH RI é é é
JDUPHQWV
& & /HDWKHU DQG IRRWZHDU é é é
LQGXVWU\
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& e ODQXIDFWXUH RI ZRRG
DQG RI SURGXFWYV RI ZRRG DQG
FRUN H[FHSW IXUQLWXUH
PDQXIDFWXUH RI DUWLFOHV RI

VWUDZ DQG SODLWLQJ PDWHULDOV

& e 3DSHU LQGXVWU\

& ¢ 3ULQWLQJ DQG
UHSURGXFWLRQ RI UHFRUGHG
PHGLD

& e ODQXIDFWXUH RI FRNH
DQG UHILQHG SHWUROHXP
SURGXFWYV

& e &KHPLFDO LQGXVWU\

& e ODQXIDFWXUH RI
SKDUPDFHXWLFDO SURGXFWYV

& e ODQXIDFWXUH RI
UXEEHU SURGXFWYV

& & ODQXIDFWXUH RI RWKHU
QRQ PHWDOOLF PLQHUDO
SURGXFWV

& e ODQXIDFWXUH RI EDVH
PHWDOV

& e ODQXIDFWXUH RI
IDEULFDWHG PHWDO SURGXFWYV
H[FHSW PDFKLQHU\ DQG
HTXLSPHQW

& e ODQXIDFWXUH RI
FRPSXWHU HOHFWURQLF DQG
RSWLFDO JRRGV

& e ODQXIDFWXUH RI
HOHFWULFDO HTXLSPHQW DQG
DSSDUDWXV

& e ODQXIDFWXUH RI
PDFKLQHU\ DQG HTXLSPHQW
QRW LQFOXGHG HOVHZKHUH

& e ODQXIDFWXUH RI
YHKLFOHVY WUDLOHUV DQG VHPL
WUDLOHUV

& e ODQXIDFWXUH RI RWKHU
WUDQVSRUW HTXLSPHQW

& e ODQXIDFWXUH RI
IXUQLWXUH

& e 2WKHU PDQXIDFWXULQJ

& & 5HSDLU DQG
LQVWDOODWLRQ RI PDFKLQHU\
DQG HTXLSPHQW

"& XSSO\ Rl HOHFWULFLW\
JDV VWHDP DQG DLU
FRQGLWLRQLQJ

¢ BURGXFWLRQ
WUDQVPLVVLRQ DQG
GLVWULEXWLRQ RI HOHFWULFDO
HQHUJ\

e BURGXFWLRQ RI
HOHFWULFDO HQHUJ\

e BURGXFWLRQ RI JDV
GLVWULEXWLRQ E\ SLSHOLQH RI
JDVHRXV IXHOV

¢ BWHDP DQG DLU
FRQGLWLRQLQJ VXSSO\

é é
é

é é

é

é é

é é
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( 6XSSO\ RI ZDWHU é é
VDQLWDWLRQ ZDVWH

PDQDJHPHQW DQG

GHFRQWDPLQDWLRQ

) @ &RQVWUXFWLRQ é

) @& &RQVWUXFWLRQ RI é

EXLOGLQJV

) @ &LYLO HQJLQHHULQJ é é
) & 6SHFLDOLVHG é

FRQVWUXFWLRQ DFWLYLWLHV

* KROHVDOH DQG UHWDLO
FRPPHUFH PRWRU YHKLFOH
DQG PRWRUF\FOH UHSDLU

+ 7UDQVSRUW DQG VWRUDJH é

+ & ,Q0DQG DQG SLSHOLQH é é

WUDQVSRUW

+ @& ,Q0DQG ZDWHUZD\ é é é é é é é é
WUDQVSRUW

+ $LU WUDQVSRUW é é é é é
+ @& :DUHKRXVLQJ DQG é é

VXSSRUW DFWLYLWLHV IRU
WUDQVSRUW

+ @& 3RVWDO DQG FRXULHU é é é é é é

DFWLYLWLHV

., $FFRPPRGDWLRQ DQG IRRG é é

VHUYLFH DFWLYLWLHYV

/ 5HDO HVWDWH DFWLYLWLHV é

([SRVXUHV WR VHFWRUV RWKHU é

WKDQ WKRVH WKDW DUH PDMRU

FRQWULEXWRUV WR FOLPDWH

FKDQJH

. )LQDQFLDO DQG LQVXUDQFH é é

DFWLYLWLHV

(ISRVXUHV WR RWKHU VHFWRUV é

1$&( FRGHV - 0 & 8

7278/

JLIXUHV LQ PLOOLRQV RI |

,Q DFFRUGDQFH ZLWK &RPPLVVLRQ 'HOHJDWHG 5HJXODWLRQ (8 VXSSOHPHQWLQJ 5HIJXODWLRQ (8 DV UHJDUGV PLQLPXP VWDQGDUGV IRU (8 FOLPDWH WUDQVLWLRQ ¢

5SHIHUHQFH 6WDQGDUGY 5HFLWDO 6HFWRUV OLVWHG LQ 6HFWLRQV $ WR + DQG 6HFWLRQ / Rl $QQH[H , WR 5HIXODWLRQ (& 1R
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$V FDQ EH VHHQ H[SRVXUHV RXWVLGH WKH 3DULV DJUHHPHQW FRQVWLWXWH D YHU\ VPDOO DPRXQW RI
WKH WRWDO SRUWIROLR

:LWK UHJDUG WR WKH *+* HPLVVLRQV ILQDQFHG FRXQWHUSDUW 6FRSH DQG HPLVVLRQV

PHDVXUHG LQ WRQQHV RI &2 HTXLYDOHQW LW KDV WR EH FRQVLGHUHG ILUVW RI DOO WKDW WKH FXUUHQW
VLWXDWLRQ LV FKDUDFWHULVHG E\ D ORZ YROXPH RI REVHUYHG LQIRUPDWLRQ 7KLV GHSHQGV WR D ODUJH
HIWHQW RQ WKH GHSOR\PHQW RI UHJXODWRU\ LQLWLDWLYHYVY DLPHG DW VLJQLILFDQWO\ LPSURYLQJ WKH
GLVFORVXUH RI VXVWDLQDELOLW\ UHODWHG LQIRUPDWLRQ E\ ERWK ILQDQFLDO DQG QRQ ILQDQFLDO
FRPSDQLHY LQ SDUWLFXODU WKH 1)5' DQG &65'" GLUHFWLYHV 7KLY PHDQV WKDW D VLJQLILFDQW
SHUFHQWDJH Rl WKH HPLVVLRQVY GHFODUHG DQG DWWULEXWHG WR OHQGLQJ E\ %DQNLQWHU DUH HVWLPDWHYV
DSSO\LQJ WKH FULWHULD GHVFULEHG LQ VHFWLRQ

J)LQDOO\ LW VKRXOG EH QRWHG WKDW WKH HVWLPDWH RI ILQDQFHG LVVXHV RI QRQ ILQDQFLDO FRUSRUDWLRQV
LV PDGH IRU 6SDLQ DQG 3RUWXJDO JLYHQ WKH DYDLODELOLW\ RI LQIRUPDWLRQ
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SURSHUWLHVHRUFZKLEK \LW| GRHY QRW KDYH DFWXDO FHUWL

WKHVH HVWLPDWHY GHSHQGLQJ RQ WKH TXDQWLW\ RI GDWEL

DQG VXSSRUWLQJ HYLGHQFH 7KH UHOLDELOLW\ UHSRUWHG
7KH IROORZLQJ WHPSODWH VKRZV WKH H[SRVXUHV RI WKH EDWNLEH R RAND WD HROUWK H I ELFLGI®Fd) DOG VLPLODU SUR:
VHIPHQW 7KLV KDV EHHQ GRQH E\ WDNLQJ WKH JURVV FDBMYB\LEQPJUDPRXWWMLRDWHNOGHOWOERYDRQRRQV HWF ZLWK Wt
FRPPHUFLDO UHDO HVWDWH VHFXUHG ORDQV DQG UHSRVVHMMUE QYHDOW B WWPWHE F RQOBMMAY RE wbQBPXGIURP HYDOXD!
LQIRUPDWLRQ RQ WKH HQHUJ\ HIILFLHQF\ OHYHO RI WKH F\B@@%WHEWQ \LUBFWLYKHHQ WKHYRILWERLOGLQJ FHUWLILFD
(XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO DQG "LWGHWE- YN vNLPIBHRI PMKB RXWBR SKP@ LW\ RU ZKHQ GDWD LV D°
3DUOLDPHQW DQG RI WKH &RXQFLO SURPRWH SROLFLH ®LRGS W gchwrka@@ngﬂgww%@pHﬂmK VLPLODU FODGG
HIILFLHQW DQG GHFDUERQLVHG EXLOGLQJ VWRFN E\ LUPBEWMLP R ow TXB W WAHR COHAIK P QHKWHY WKHUH LV QR FHUWI
SHUIRUPDQFH FHUWLILFDWHV DV LQVWUXPHQWYV WR LPSURYH | BKtp QR B Ib oW IRIY AR A H URIGEMLOGC VRAYODU GDWD /RZ
7KHVH FHUWLILFDWHV DUH UHFRJQLVHG E\ D OHPEHU 6WDWHDRWE\ Bo@H &D & DFRNd G HYWHED WWCGEY IRUHQW OHYHOV R
OHPEHU 6WDWH ZKLFK LQGLFDWH WKH HQHUJ\ SHUIRUPDQer'thLQN\EWlRoékQEbW\/\PmEébQ@leQ-bJXQvLWK DV WKH FHQVXV
FDOFXODWHG LQ DFFRUGDQFH ZLWK WKLV 'LUHEWLYH

7KH QHFHVVDU\ S XUHV KDYH EHHQ FDUULHG RXW LQ ,!I

(QHUJ\ HIILFLHQF\ LQIRUPDWLRQ DW WKH EXLOGLQJ OHYHO gy RFWRL QH BFWIK L(Jy RX HIL PO HN RVPOPREFK SURSHUW\ LO
&HUWLILFDWHYV $OWKRXJK LW LV FXUUHQWO\ FRPSXOVRY\p\Qy DO G HEYRGH %w, BSXUEKPYH (BRGIWVEOWLQJ zZDV SURY
WUDQVDFWLRQV H[FHSW IRU WKRVH WKDW DUH H[HPSW IURR;F HUMNL \-FRYG RS GEV WR AV Kl W WESH s URKIHAREWO W WKH E
LV WKDW LQ RUGHU WR H[WHQG WKLV FDOFXODWLRQ WR Wkt QWi (SR BWHR O bR o HW 7RV FEIMA 1Q HB YV DYINRYRD WL R

HVWLPDWH WKH HPLVVLRQV UDWLQJ RI TXLWH D IHZ SURSHpW\ywvwwﬂ#@\@NW}g WKH VSHELILE \

[ RUY

WKDW HQDEOHV VHDUFKHV RI WKH FHUWLILFDWHV LQ DOO. WKkl poXEIOLE A I M W Wiviyx Ry -H R XMR QR BAEY IXHOV XV
&RPPXQLWLHV (VWLPDWHV DUH WKHUHIRUH RQO\ XVHG ZKHQ@QRr®WKH SURSHUW\ V DFWXDO FHUWLILFDWH
FDQQRW EH WUDFHG

,Q WKH FDVH RI IRUHFORVHG SURSHUWLHV WKH HQHUJ\ HII
,Q FDVH WKH FHUWLILFDWH H[LVWV ERWK WKH HQHUJ\ FRQW}E’§WL[RLQ4D@FQWWH<[}FL|M§\NVD/¢BQ31UHIL\I@Kbl EFURGWDEOH VLWXD'
DUH WDNHQ LQWR DFFRXQW ,I RQ WKH RWKHU KDQG LW Ly kQNFVWE AL WRL Bk \ R UM O\WER WD FY Wy PRIBLE R & |
WKH HQHUJ\ UDWLQJ WKH FRQVXPSWLRQ LV WDNHQ DV UHSUHVHQWDWLYH RI WKH HQHUJ\ UDWLQJ
FRQVLGHULQJ LWV ORFDWLRQ FOLPDWH JRQH DQG W\SRORWN VKARXQGHIAVYB HA RWIH®D WKW PPRRYJUWKY $YRSHUWLHYV
WKURXJK DFWXDO HYLGHQFH LQ WKH VDPH EXLOGLQJ :KHUMWKRHKIKN B\R PV UM Y0 LWy Y BOXPEIHR ! L(RDYWHEBUALRY VXFEK DV
GHWHUPLQH WKH HQHUJ\ HIILFLHQF\ ODEHO ERWK LQ WHURVKRD UlipQRW NS EMHGYW WRQUWXWEW@WILRQ
FRQVLGHULQJ WKH VSHFLILF FKDUDFWHULVWLFV Rl WKH EXLOGLQJ EDVHG RQ WKH VLPLODULW\ RI WKH
SURSHUW\ ZLWK RWKHU VLPLODU SURSHUWLHV LQ WKH VDPH EXLOGLQJ RU XVLQJ DQ HVWLPDWH EDVHG RQ
WKH FKDUDFWHULVWLFV RI WKH EXLOGLQJ LWVHOI ,I WKHUH LV D FHUWLILFDWH WKH SURSHUW\ V HPLVVLRQV DUH

WDNHQ ,I ZH KDYH WR HVWLPDWH WKH HQHUJ\ UDWLQJ ZH UHJDUG WKH UHSUHVHQWDWLYH HPLVVLRQV IRU
WKH UDWLQJ DV EHLQJ WKH HPLVVLRQV FRQVLGHULQJ WKH ORFDWLRQ FOLPDWLF JRQH DQG W\SH ,Q WKH
FDVH Rl 3RUWXJDO ZRUN LV XQGHUZD\ WR LQFRUSRUDWH WKH QHFHVVDU\ LQIRUPDWLRQ RQ HQHUJ\
HITLFLHQF\ FHUWLILFDWHYV

,Q BRUWXJIDO VLQFH LQIRUPDWLRQ RQ HQHUJ\ FHUWLILFDWHY KDV EHHQ LQFRUSRUDWHG ERWK
DFWXDO DQG HVWLPDWHG IRU FDVHV ZKHUH LW ZDV QRW SRVVLEOH WR REWDLQ WKH REVHUYHG
LQIRUPDWLRQ $V QRW DOO UHVLGHQWLDO RU FRPPHUFLDO SURSHUWLHYVY FXUUHQWO\ KDYH HQHUJ\ HIILFLHQF\
FHUWLILFDWHYVY LW LV VRPHWLPHV QHFHVVDU\ WR HVWLPDWH WKLV LQIRUPDWLRQ 7KLV LQIRUPDWLRQ LV
LQIHUUHG XVLQJ D PRGHO EDVHG RQ DYDLODEOH GDWD IRU SURSHUWLHV IRU ZKLFK WKH HQHUJ\
FHUWLILFDWHY DUH NQRZQ ,Q DGGLWLRQ WR WKHVH HQHUJ\ FHUWLILFDWHV WKH LQIRUPDWLRQ SURYLGHU
HQJDJHG E\ WKH %DQN XVHV RWKHU YDULDEOHV WR LQIHU WKH HQHUJ\ FHUWLILFDWLRQ RI WKH SURSHUW\ DV
DFFXUDWHO\ DV SRVVLEOH 7KHVH LQFOXGH WKH HQHUJ\ FHUWLILFDWHYV IRU WKH EXLOGLQJ DV D ZKROH
UHJLVWU\ GDWD LQIRUPDWLRQ RQ SURSHUWLHV LQ WKH VDPH EXLOGLQJ JHRORFDWLRQ WKH \HDU RI
FRQVWUXFWLRQ DQG WKH FOLPDWH JRQH 7KH PRGHO XVHV WKLV LQIRUPDWLRQ WR LQIHU WKH GDWD IRU WKH
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7THPSODWH (6*

%DQNLQJ ERRN é &OLPDWH FKDQJH WUDQVLWLRQ ULVN ORDQV VHFXUHG E\ FROODWHUDO FRQVLVWLQJ

b | E F G H | J

K L

N

[©)

P Q R s

7RWDO JURVV FDUU\LQJ DPRXQW LQ PLOOLRQV RI HXURV

(QHUJ\ HIILFLHQF\ OHYHO HQHUJ\ SHUIRUPO
JXDUDQWHH

QFH MFRYH HR N EHRER 0P EP P38 0DEHO RI W& R ORRIDOIDWDHI B OW K R X W

(3& ODEH

&RXQWHUSDUW\ VHFWRU

6XQ

7+ (

21 ZKLFK HVWL
HQHUJ\ HIILFLH
HQHUJ\ SHUIRU
VFRUH LQ N:K P
DFWXDO JXDUD

DWHG
DF\ OHYHC
PDQFH

RI WKH
bW HH

7TRWDO ZLWKLQ WKH (8

21 ZKLFK ORDQV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH

21 ZKLFK ORDQV VHFXUHG E\ UHVLGHQWLDO UHDO HVWDWH

2l ZKLFK FROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ UHVLGHQWLDO DQG é é é
FRPPHUFLDO UHDO HVWDWH

21 ZKLFK HVWLPDWHG HQHUJ\ HIILFLHQF\ OHYHO HQHUJ\ SHUIRUPDQFH VFRUH
LQ N:K Pt R DFWXDO JXDUDQWHH

7TRWDO RXWVLGH WKH (8

21 ZKLFK ORDQV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH

21 ZKLFK ORDQV VHFXUHG E\ UHVLGHQWLDO UHDO HVWDWH

2l ZKLFK FROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ UHVLGHQWLDO DQG
FRPPHUFLDO UHDO HVWDWH

21 ZKLFK HVWLPDWHG HQHUJ\ HIILFLHQF\ OHYHO HQHUJ\ SHUIRUPDQFH VFRUH
LQ N:K Pt RI DFWXDO JXDUDQWHH

JLIXUHV LQ PLOOLRQV RI |
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&OLPDWH FKDQJH WUDQVLWLRQ ULVN +DUPRQLVDWLRQ SDUDPHWHUYV
7KH IROORZLQJ WHPSODWH LQFOXGHYV LQIRUPDWLRQ RQ WKH KDUPRQLVDWLRQ HIIRUWYV ZLWK WKH 3DULV $JUHHPHQW IRL
7THPSODWH (6* %DQNLQJ ERRN & &0OLPDWH FKDQJH WUDQVLWLRQ ULVN +DUPRQLVDWLRQ SDUDPHWHUYV

D E F G H | J
7DUJHW \HDU RI
SRUWIROLR JURVVLEDPH\QWPPHWULFV 'LVWDQFH WRUK$HUHQFH
6HFWRU 1$&( 6HFWRJUVDPRXQW 0Q |85 <HDU RI UHJHEHQFH Q \HDUV

(OHFWULFLW\

JRVVLO IXHO FRPEXVWLRQ
$XWRPRWLYH
$YLDWLRQ

ODULWLPH WUDQVSRUW
&HPHQW FOLQNHU DQG

OLPH
,URQ DQG VWHHO FRNH
DQG PHWDO RUH
SURGXFWLRQ
&KHPLFDOV
$JULFXOWXUH OLYHVWRFN
DQG KXQWLQJ ‘"HFHPEHU
L QGXVWUL '"HFHPEHU
(OHFWULFLW\ DQG ZDVWH '"HFHPEHU
$LU '"HFHPEHU
JLIXUHV LQ PLOOLRQV RI HXURYV
1RWHYV
7RQV SHU PLOOLRQ HXURYV
3L7 GLVWDQFH WR 1=( VFHQDULR LQ IRU HDFK PHWULF

JURP URZ RQzDUGVY WKH 6HFWRUDO *URXSV KDYH EHHQ LQFRUSRUDWHG DV GHILQHG LQ WKH 'HFDUERQLVDWLRQ 6WU
GHILQHG D GHFDUERQLVDWLRQ SDWK IRU HDFK VHFWRU JURXS DQG D JOREDO RQH IRU WKH HQWLUH SRUWIROLR b
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$JJUHIJDWHG LQIRUPDWLRQ RQ H[SRVXUHV WR WKH ZRUOGIV PRVW FDUERQ LQWHQVLYH FRXQWHUSDUWLHV LV
LQFOXGHG LQ WKH WDEOH EHORZ 7KH &DUERQ ODMRU 5HSRUW GDWDEDVH KDV EHHQ XVHG DV D VRXUFH RI
LGHQWLILFDWLRQ

7KH JURVV FDUU\LQJ DPRXQW UHSRUWHG FRUUHVSRQGV WR WKH WRWDO RI WKH EDQNLQJ ERRN H[SRVXUHYV
WR FRXQWHUSDUWLHY OLVWHG DERYH $FFRUGLQJ WR 5HJXODWLRQ FROXPQ F ZLOO VWDUW WR EH
UHSRUWHG IURP '"HFHPEHU

7THPSODWH (6* %DQNLQJ ERRN &€ &0LPDWH FKDQJH WUDQVLWLRQ ULVN H[SRVXUHV RI WKH WZHQW\ FRPSDQLHV ZLWK V

D E F G H
*URVV FDUU\LQJ DPRXQW YLV ¢ YLV
*URVV FDUU\LQJ DPRXQW FRMMPIBWSBUWLHY FRPSDUHE WRLWK H( @RWRQ BH@WD 00\ VX V:WDLIQDEG H Y& JH P w XAk Y Rl I‘_NQKFHOXGPHRGVW SROOXWLQJ
FDUU\LQJ DPRXQW DJJUHJDWH
1%
JRU FRXQWHUSDUWLHV DPRQJ WKH ZRUOGIV WRS FDUERQ HPLWWLQJ FRPSDQLHV JLIXUHV LQ PLOOLRQV RI

ODWXULW\ VKRZQ LQ \HDUV

&OLPDWH FKDQJH SK\VLFDO ULVN

7KH IROORZLQJ WHPSODWH LQFOXGHV EDQNLQJ ERRN H[SRVORRG LIQQYFDXG IGHVEEWNQMWM. PMELRGY BRAMM DOWGNY DUH DVVHV
GHEW VHFXULWLHV QHLWKHU KHOG IRU WUDGLQJ QRU KHOLGWROQ WID/O\H 7 KLYRVMHIR WP R WIKRIQR QVFXDBG DIFXMWHQGLFDWRU\
ZHDWKHU UHODWHG KD]DUGV E\ VHFWRU RI DFWLYLW\ DQG X\ JWR JAKITSKDLFW 8 UR YV HDSK \ VALEEDQ@W BIILSNDW MWRWKH SRVWFRGH
FROODWHUDO GHWHUPLQLQJ H[SRVXUH WR WKH YDULRXV ULVNV Rl SURGXF

%DQNLQWHU XVHV D VWUXFWXUDO DSSURDFK WR HYDOXDW R ¢ HVQR/H WRW K WU WR G& \VLF DR WHFERNU DV G MAMAU LEHMEZ RQN IR U
WKH (XURSHDQ &HQWUDO %DQN V 7RZDUGYV FOLPDWH UHODWHG6 \WXEWLYVKWHG DWKHQGR FHD/ORUWHG SRKREFXIP HQRI WVVVFHQDUL
DSSURDFK LQYROYHV EUHDNLQJ WKH SUREOHP GRZQ LQWR VEKURHE WHKHHOYFRUSRUDWLRQ RI D QHZ GDPDJH IXQFWLRQ \

,GHOQWLILFDWLRQ RI FOLPDWH ULVN IDFWRUYV SKIVLFDO ULVNV
7KH H[SRVXUH Rl FEXVWRPHUV WR WKHVH IDFWRUYV 7KH IDFWRUV FRQVLGHUHG LQ WKH VHQVLWLYLW\ DQDO\VLYV |

$QG WKH YXOQHUDELOLW\ RI FXVWRPHUV WR HDFK RI WKH U F&SVIS—L}UQV%Wh@%gvd‘m@(@&%xb{é_\%%%%%LT:HUDLVY/NZVDYHV ZKLF
7KHVH OHYHOV DUH QRW LQGHSHQGHQW RI HDFK RWKHU DV .L IJV H[%_H:% @,ngW& PRSJ ’{!%VRVFECE
VRFLHW\ ZLOO VHHN WR LQYHVW PRUH LQ DGDSWDWLRQ 7KHUHI\I/?\éLJ' H?HI HH Ft ﬁ ||:5 é_l}{ §gl{-_{’ l\& BE{V\PI-PGDFXWH v
WR WKH HQHUJ\ WUDQVLWLRQ DQG DGDSWDWLRQ WR SK\WLFDOOULSHD/ IR REUQGLIZ®RE K H V LIFOK RXIU AKX WR CHU D FXWH DQC

7KH %DQN KDV YDULRXV VRXUFHV RI LQIRUPDWLRQ IRU LGHQWLINZ\RQBWOLPDODMVH DKNVNRNKIDBWFOWDVMIUVWG WKHQ DFXWH UL
%DQN KDV HQJDJHG D VHUYLFH WKDW DOORZV LW WR LGHQWLI\ D VHULHV RI SK\VLFDO ULVN LQGLFDWRUYV IRU
HDFK SURSHUW\ DFFRUGLQJ WR LWV JHRORFDWLRQ LQFOXGLQJ IRU H[DPSOH WKH ULVNV RI ULYHU DQG VHD
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2QFH WKH LQWHQVLW\ RI WKH H[SRVXUH KDV EHHQ GHWHUPLKHGE L XYL MHOPYFN WKBWIDEOD Y&HWULKEDEWY PLIJKW KDYH

ULVN OHYHOV $V D UHVXOW

ILQDQFLDO LQVWUXPHQWYV ZLVER WHR® OFDQV HRUEEDIAH FHW3I- R VAH GD WWR RW K H WHX B YIH\O W WID WILWNV LRV R

UHODWLRQ WR IORRGLQJ DQG YHU\ KLJK ULVNV RI GHVHUWL GHF®MQR K QFWH RARR QMLEEMWSHRI WH MWLMV LFKILY H[HUFLVH HQDEO!

‘H QHHG WR SHUIRUP YXOQHUDELOLW\ DQDO\VLV IRU SUR E(:%
IRU DFXWH SK\WLFDO ULVNV DQ
IROORZLQJ F

WUDQVPLVVLRQ FKDQQHOV
SK\VLFDO DVVHWYV

‘H GR WKLV EDVHG RQ WKH

G ot TR

HG WDEOH ZKLFK HVWDEOLVKHYV

!
i %ﬂﬁH

WKH ZD\V DFWLYLW\ PD\ EH DIIHFWHG E\ HDFK Rl WKH SK\VLBNYHMWNHQMRQYV WVEHKHMH ULVNY UHTXLUHY FRQVLGHUDWLRQ |

,PSDFWV
PSDFW R|Q
\ DO
SRR §$Y/ WY iy Wl_?/R'&VHBQ 6XSSO\ | | JKHU FRYR@HU VDI HV
GLUHFW ¢ B ﬂUV éJURGXFWLSYU_W\EOHP
RU ORVV
YDOXH
'DPDJIH WR|wkH &XVWRPHU
5?4'sjot’\f\‘;vﬁg“\ﬁ,"l‘4’x”H HOHFWULFLW JUANGWOWLRQV
)ORRGLQ iy, GLVWULEX &htglgﬁg / FW RQ
&UYRHSVWORDUFKHV ut _PsDFw Rq| FQVX H wubovsrow
,QYHQ WUDOVSRUw 5HGXFHG WRXULVP
SFWLYLWLHV WKDW
WDNH SOD#H
RXWGRRUV| RU
ZLWKRXW +LJKHU FRAOLQJ
VXIILFLHQW & H LR
RSV /LYHYWRFN FDSDFLW\ A0 LRREG O R E | G WRXULVP
+HDW ZD ﬁq Ty ol vXsls PHU
QJ D 2R UN G WUDQ WDWLRQV
&URSV /LY PWEER ORUH H[SHQ
YRUHVWV LQVXUDQFH
/ILPLWDWLHQ RI
DFWLYLWLHV GXH WR
ILUH ULVN
6HFWRUV ZLWK
LOWHQVLYH ZDWHU
CURXJIKW | &URSY ILYHYWREN QURSV /LYW ¥ R@¥KPSW| BRUH H[SHJWBHGXFWLRD LQ
YRUHVWV YRUHVWV | /LPLWDWLHQQ\RQUDQFH WRXULVP
K\GURHOHRWULF
SURGXFWLRQ
,QIUDVWUXFWXUH RV
5HD°V(‘5‘LNYDV§H RS OLYHVWREN HOHFWULFLW PEELFHC WRXULVP
JRUHVW 'L;%#[ﬁfvwv ‘% R U HVLE GLVWULE X L%&X{Jt‘bléﬁ;ﬁ "bEBEwW RQ
DUHDV _PSDFW RQ WUDQVSRUW
ODFKLQHU\ WODaVS R oW
LQYHQWRU[HV

WKH FKDUDFWHULVWLFV RI RWKHU UHDO HVWDWH FROODWH
EXVLQHVV H[SRVXUHV VHFXUHG E\ UHDO HVWDWH DQDO\VL)\
ZLWK DQDO\VLV RI WKH FKDUDFWHULVWLFV RI WKH SURSHUW
DFWLYLW\ LQ D WHUULWRU\ H[SRVHG WR FHUWDLQ SK\VLFDC
RSHUDWLRQV LQ RWKHU DUHDV WKDW DUH QRW VXEMHFW WR
H[SRVXUH WR SK\VLFDO ULVNV FRQVLGHUV QRW RQO\ WKH F
WKH ORFDWLRQ RI WKH UHDO HVWDWH XVHG DV FROODWHUD

,Q UHODWLRQ WR WKH LQIRUPDWLRQ SXEOLVKHG LQ -XQH
IURP WKH '$1%$ FROG IURQW D PRUH FRQVHUYDWLYH DSS!
TXDQWLILFDWLRQ RI ULVNV ZKHQ GLIITHUHQW OHYHOV RI H[SF
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7THPSODWH (6* %DQNLQJ ERRN &€ &0LPDWH FKDQJH SK\VLFDO ULVN H[SRVXUHV VXEMHFW WR SK\VLFDO ULVN

D E F G H | J K L M N o P Q R
*URVV FDUU\LQJ DPRXQW 0Q (5
21 ZKLFK H[SRVXUHV VHQVLWLYH WR WKH LPSDFW RI SK\VLFDO SKHQRPHQD OlQNHG W
KLYH $SFFXPXODWHG LPSDHLUPHQW
DFFXPXODWHG QHJDWLYH FKE
9DULDEOH JHRJUDSKLFDO DUHD VAEMHFw WR FHUPPWEGE R4® &) PDWXULW HV WR 21 7KLFlK 1DLU YDOXH GXH WR|[FUHGLW
SK\VLFDO ULVN é DFXWH DQG HKURQLF HYHQWYV DRW ZILFK =T SURYLVLRQV
URQLBJIHI sy RUPLQY
X WFS RV X Q
OLONHG [SRVXPHV
I \HDYY $YHUDJ P DW H 21 zkLFK 2! ZKLFK
+ DUN & QRQ
+ HLIKW H VWDJH
\HDUYV o VHOUYE Dy u L HISRVX i\ UIRUALQY
\HD YV HI{SRVXUHV
$ $JULFXOWXUH OLYHVWRFN UDLVLQJ IRUHVWU\ DQG ILVKLQJ & @
% O0LQLQJ DQG TXDUU\LQJ e e e @ e e @
& ODQXIDFWXULQJ e @ @
" & 6XSSO\ Rl HOHFWULFLW\ JDV VWHDP DQG DLU FRQGLWLRQLQJe 8 & & & &

( 6XSSO\ RI ZDWHU VDQLWDWLRQ ZDVWH PDQDJHPHQW D%G

GHFRQWDPLQDWLRQ e e e é é e e e e
) @ &RQVWUXFWLRQ e e e

* :KROHVDOH DQG UHWDLO FRPPHUFH PRWRU YHKLFOH DQG o o

PRWRUF\FOH UHSDLU

+ 7UDQVSRUW DQG VWRUDJH & & e e e

/ 5HDO HVWDWH DFWLYLWLHV & e

/RDQV VHFXUHG E\ UHVLGHQWLDO UHDO HVWDWH & &

/RDQV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH e e
5HFRYHUHG FROODWHUDO e é

2WKHU UHOHYDQW VHFWRUV EUHDNGRZQ EHORZ LI DSSOLFDEOH

JLIXUHV LQ PLOOLRQV RI }
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.3,V *$5 6XPPDU\

$ VXPPDU\ RI WKH NH\ SHUIRUPDQFH LQGLFDWRUV .3,V LQFOXGLQJ WKH JUHHQ DVVHW UDWLR *$5
LOQFOXGHG LQ &RPPLVVLRQ 'HOHJDWHG 5HJXODWLRQ (8 LV SURYLGHG EHORZ

7THPSODWH (6* 6XPPDU\ RI .3,V IRU H[SRVXUHV WKDW FRQIRUP WR WKH WD[RQRP\

.H\ SHUIRUPDQFH LQGLFDWRU

7RWDO FoOU MHUD HF\{NYVHU
&OLPDWH FK®S@DEWDWLREKDRIH PLWLIDWIRP VY
PLWLJDWLRIFOLPDWH FKDBOHPDWH FKDQJH
DGDSWDWLRQ

*$5 VWREFEN

*$5 IORZ
RI DVVHWYVY FRYHUHG E\ WKH .3, FRPSDUHG WR WKH WRWDO DVVHWYV RI EDQNV
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*$5

OLWLIJDWLQJ DFWLRQV DVVHWYV

IROORZLQJ WHPSODWH LQFOXGHV WKH LQIRUPDWLRQ QHHGHG WR FDOFXODWH WKH JUHHQ DVVHW UDWLR

7KH

HXURV

LQ PLOOLRQV RI

(8

*$5 XQGHU '"HOHJDWHG 5HIXODWLRQ

OLWLIJDWLQJ DFWLRQV DVVHWYV IRU FDOFXODWLQJ WKH *$5

(6~

7THPSODWH

S5HIHUHQFH GDWH RI GLVFORVXUH 7

&&0 &&$

7273/

R & $

RIQZBEQ BK
IIRFROLWDWRUYV

&OLPDWH FKDQJH DGDSWDWLRQ

d&o

&OLPDWH FKDQJH PLWLJDWLRQ

~wnwo

GYDQFHV
G
X
U
(¢]

JLQDQFLDO FRUSRUDWLRQV
&UHGLW LQVWLWXWLRQV

/RDQV DQG DGYDQFHV

(TXLW\ LQVWUXPHQW¥

/RDQV DQG DGYDQFHV

(TXLW\ LQVWUXPHQWY¥

[o0>

[a g}
fro
a0
xQn
NOa

~ow

/RDQV DQG DGYDQFHV
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(TXLW\ LQVWUXPHQWY¥

LQVXUDQFH

/RDQV DQG DGYDQFHV

(TXLWV\ LQVWUXPHQWYV

/RDQV DQG DGYDQFHV

(TXLW\ LQVWUXPHQWYV

+RXVHKROGV

v
VLGHQWLDO

21 ZKLFK FDU ORDQV

+RXVLQJ ILQDQFLQJ &

e

LVWUDWLRQV

FLQJ RI

o

e

EWDLQHG E\

7273/ *$5 $66(76
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JLIXUHV LQ PLOOLRQV RI HXI

'LVFORVXUHV 5HSRUW
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*$5
IROORZLQJ WHPSODWH VKRZV WKH DFWLYLWLHV RI WKH EDQN WKDW DUH FRQVLGHUHG HQYLURQPHQWDOO\ VXVWDLQ

e

OLWLIJDWLQJ DFWLRQV

7KH

*$5

(6~

7THPSODWH

NH\ SHUIRUPDQFH LQGLFDWRUV IRU WKH VWRFN

&OLPDWH FKDQJH DGDSWDWLRQI &&$

S5HIHUHQFH GDWH RI GLVFORVXUH 7

&&0 &&$

7278/

&OLPDWH FKDQJH PLWLJDWLRQ I&&O

R WRWDO DYVHWV LQFOXGHG LQ WKH

W
U

*$5

JLQDQFLDO FRUSRUDWLRQV
&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRUSRUDWLRQV

e

LQYHVWPHQW VHUYLFHV
VVHW PDQDJHPHQW

>

FK

21 ZKL D
FRPSDQLHV

21 ZKLFK LQVXUDQFH FRPSDQLHV

+RXVHKROGV

WDWH

HG E\

21 ZKLFK EXLOGLQJ UHQRYDWLRQ ORD@V

21 ZKLFK FDU ORDQV

J)LQDQFLQJ RI ORFDO DGPLQLVWUDWLR®@V

+RXVLQJ ILQDQFLQJ

RI ORFDO

'LVFORVXUHV 5HSRUW
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2ZWKHU FOLPDWH FKDQJH PLWLJIJDWLQJ DFWLRQV

7KH IROORZLQJ WHPSODWH FRYHUV RWKHU FOLPDWH FKDQJH PLWLIJDWLRQ PHDVXUHV 7KH
DIRUHPHQWLRQHG (6* 5LVN 'LVFORVXUH 5HIJXODWLRQ LQ 3LOODU ,,, VSHFLILHV WKDW H[SRVXUHV RI
HOQWLWLHV WKDW GR QRW FRQIRUP WR WKH WD[RQRP\ ZLWKLQ WKH PHDQLQJ RI 5HIXODWLRQ (8

EXW VXSSRUW FRXQWHUSDUWLHY LQ WKH SURFHVYV RI WUDQVLWLRQLQJ DQG DGDSWLQJ WR FOLPDWH

FKDQJH PLWLJDWLRQ REMHFWLYHY DUH LQFOXGHG LQ WKLV WHPSODWH ,Q SDUWLFXODU ERQGV DQG ORDQV
LVVXHG XQGHU QRQ (8 VWDQGDUGY VKRXOG EH LQFOXGHG

%DQNLQWHU KDV LQ LWV SRUWIROLR H[SRVXUHV WKDW KHOS WR PLWLJDWH FOLPDWH FKDQJH DOWKRXJK DW WKH
PRPHQW WKH\ DUH QRW SHUIHFWO\ LGHQWLILHG DV EHLQJ IXO0O\ LQFOXGHG LQ WKH WD[RQRP\ LQ WKHLU
HOQWLUHW\ ,W KDV WKHUHIRUH EHHQ GHFLGHG WR LQFOXGH LQ WKLV WHPSODWH WKH PLWLIJDWLQJ DFWLRQV DQG
DFWLYLWLHV WKDW IROORZ WKH REMHFWLYHYV VHW E\ WKH *URXS LQ WHUPV RI FOLPDWH FKDQJH REMHFWLYHYV
7KLYV WKHUHIRUH LQFOXGHYV JUHHQ ERQGY DQG ORDQV VXFK DV

*UHHQ ERQGYV DQG VXVWDLQDELOLW\ OLQNHG ERQGV

*UHHQ ORDQV DQG VXVWDLQDELOLW\ OLQNHG ORDQV ZLWK (6* FODXVHV LQFOXGHG LQ WKH
ILQDQFLQJ FRQWUDFWYV

JLOQDQFLQJ RI WKH UHQHZDEOH HQHUJ\ VHFWRU

(QHUJ\ HIILFLHQF\ ORDQV WR KRPHRZQHUViI DVVRFLDWLRQV IRU WKH UHQRYDWLRQ RI
EXLOGLQJV

$YDQWPRQH\IV *UHHQ 5HVLGHQWLDO (QHUJ\ 5HWURILW /RDQV LQ ,UHODQG ZKLFK DLPV WR
LQFOXGH HQHUJ\ HIILFLHQF\ PHDVXUHV LQ WKH UHQRYDWLRQ RI EXLOGLQJV

ORUH GHWDLOV RQ WKHVH PLWLJDWLRQ DFWLYLWLHY DUH LQFOXGHG LQ WKH WDEOH
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6XVWDLQDELOL

ZLWK FRQVWUXFW

IXQGHG DF\

HOHFWL

7THPSODWH (6* 2WKHU FOLPDWH FKDQJH PLWLJDWLQJ DFWLRQV
D E F G H |
“URVV 7\SH RI ULPN Rl ULl
s 2 ILOBWALIE ey o) =g wsn g WUSLHRO L LI E WHG |2OLPDWH 4XDOLWDWLYH LQIRUPDWLRQ RQ WKH QDWXUH RI WKH PLWL
LQVWUXPHQW PRXQW FKDQJH WUDQ o XNARN IR AN
PLOOLRf (85 ULVN
%ROGY M1 JUL@RQFLDO FRPSDQLHV <(6 <(6 6XVWDLQDELOLW\ OLQNHG ERQGV
°VXVWDLQDE<§'ﬁ"¢‘{|LQDQFLDo FRUSRUDWLRQV <(6 <(6 6XVWDLQDELOLW\ OLQNHG ERQGV
VXVWDLQDELQLWY RLRNH®RDQV VHFXUHG E\ FRPPHUFLDO, o 1R 1
XQGHU VWD QGDUGHORMKHBW i © ®
— ] WKDQ WKH (8 \fWDoeptevy -
2WKHU FRXQWHUSDUWLH B <(6 < (6 6XVWDLQDELOLW\ OLQNHG ERQGV
)LODQFLDO FRPSDQLHYV 6 1R IR 18
7KH UHQHZDEOH HQHUJ\ ORDQ SRUWIROLR ZKLFK ZDV QRW XVHG WR F
1RQ ILQDQFLDO FRUSRUDWLRQV <(6 <(6 HOHFWULFLW\ JHQHUDWLRQ DFWLYLW\ ILQDQFLQJ
21 ZKLFK /RDQV VHFXUHJ E\ FRPPHUFLDO
UHDO HVWDWH & iR IR 13
—— /HQGLQJ HJ P
I VXVWDLQDF(TLIJ-prTV\ﬁKROGV
VXVWDLQDELALWY OLONH ORUWJIDJH ORDQV IRU SURSHUW\ EXLOW RQ |
DFFRUGLQJ WRLE/' é&}v SV VHEXUHQG E\ UHVLGHQWLDg, <(6 H[FHHG WKH FRQVXPSWLRQ OHYHOV HVWDEOLVKHG LQ HDFK FOLPDWL
RWKHU WKDP *$5
— VWDQGDUG
7KH SXUSRVH RI WKHVH ORDQV LV WR UHWURILW UHVLGHQWLDO KRPH\
VPDOO VFDOH UHQHZDEOH HQHUJ\ LQUVWDOODWLRQV ZKLFK JHQHUDW
HI[WHQG WKH OLIHVSDQ RI EXLOGLQJV 6SHFLILFDOO\ WKH
21 ZKLFK %XLOGLQJ UHQRYDWLRQ ORDQ\K (6 <(6 DQG URRILQJ LPSURYHPHQW RI EXLOGLQJ LQVXODWLRQ DQG UHSODFH
ERLOHUV /(' OLJKWLQJ DQG LQVWDOODWLRQ Rl HQHUJ\ FRVW DOORFD!
DQG VRODU WKHUPDO HTXLSPHQW DQG G LQVWDOODWLRQ RI
JDUDJHV DQG ZRUN WR LPSURYH DFFHVVLELOLW\ IRU EXLOGLQJV
2WKHU FRXQWHUSDUWLH B 1R 1R 1s

%DONLOQILOODU

JLIXUHV LQ PLOOLRQV RI |
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$QQH[HV

$QQH[, &&$ ODLQ IHDWXUHV RI UHIJXODWRU\ VKDUHKROGHUV HTXLW\ L
LQVWUXPHQWYV

VVXHU %DQNLQWH WhBGENLQWH W BONLQWH W QNL QW H B DO HLQWHU %BBQNLQWHU %D ®NLOQWHU%®GNLQWHU %D®NLQWHU %DRNLQWHU 6 $
8OLTXH LGHQWGILHU 6 (6 (6 2) (6 24 (6 5 (6 +1 (6 23 (6 22 (6 25
D g’é%%h';ﬁgvfu'sﬁ?Wﬂi'WH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH 3ULYDWH
/HILVODWLRQ LF
WRWiH LoywBRPREE DDEspQLVK 0DZSDQLVK ODZSDQLVK OBEDQLVK ODZ6SDQLVK ODZBSDQLVK ODBSDQLVK ODZBSDQLVK ODZBSDQLVK 0DZ
&RQWUDFWXDO
UHFRJQLWLRQ RI WKH
GHSUHFLDWLR QG
D FROYHUVLRG S%'ZQHUV R <HV <HV <HV <HV <HV <HV <HV <HV <HV
UHVROXWLRQ
DXWKRULWLHV
5HJIX U\
WUH Qw
&XUUHQW WUHDWPHOQW 7LHU FDS 7LHU FDSLWDO
WDNLOQJ LOWR STHFERNIONG D OCBLMLR QDA Wi H U ps| [IQLILEOH HOLILEOH OLDELOLWLHV . . .
&55 WUDQVLWEPGDW DIXOHWVDSLWD O HVHQ UHSUHVHQW
ZKHUH DSSURSULDWH [UDFWLRQ IUDFWLRQ
&55 SRVW W U DSBAIWLIRRI D ®GVELAML R Q DO, WL H
Y TR D BAELMILRQDD Wk HY DS mme FDSIMEO FDSLWD®LILEOH OLDELIIEDIHQ L (HELIR E\G HHO L DELDLEADIH O L DELDLUADIHH @ LDELO LW
3HUPLWWHG RQ DQ
LQGLYLGXDO
L\(QXGELH*S)\(’SSLDQQQ(QS"W%LGDWMQVROLGD&ARQNROLGD&AR@ROLGD&M@G/ROLGDWEEQVROLGD\A&R(QVROLGDV&R@VROLGDV\&-R(QVROLGDV\&-R(QVROLGDWHG
VXE FROVROLGDWHG
EDVLV
3RWHQWLDOIRWHQWLDOO\
7\SH RI LQvw U WLEORQYHUWLED-ERUGLODBHERUGL QDOWER UGLODWBGPSOH QRQ 6LPSOH QRQBLPSOH ORQ 2UGLOD U\ XQUUEU@HIG! X QVHF XU
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$QQH[ ,, && &RPSRVLWLRQ RI UHIJXODWRU\ VKDUHKROGHUV HTXLW\

D E
PSRUWBGXUFH EDVHG RQ VWDWHPHQW RI ILODQFLDO SRVL)
: WWHUV LQ WKH UHIJXODWRU\ VFRSH Rl FRQVROLG
&RPPRQ (TXLW\ 7LHU ,QVWUXPHQWY DQG UHVHUYHV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV LRWH LWHP D WR WKH *URXS V QRWHYV WR WKH |
5HWDLQHG HDUQLQJV é
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG RWKHU UHVHUYHV b LRWH F WR WKH QRWHV WR WKH ILQDQFLDO VWD)
(8 )XQGV IRU JHQHUDO EDQNLQJ ULVNYV
$PRXQW RI WKH TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH 6HFWLRQ DQG WKH FRUUHVSRQGLQJ VKDUH SUHPLXP DFFRXQWV VXEMHFW WR SKI
&(7
O0LQRULW\ LQWHUHVW DPRXQW DFFHSWHG LQ FRQVROLGDWHG &(7
(8 ,QGHSHQGHQWO\ UHYLHZHG LQWHULP SURILWV QHW RI DQ\ IRUHVHHDEOH FKDUJH RU GLYLGHQG $PRXQW RI HOLJLEOH LWHPV UHIHUUHG WR LQ $UWL
&RPPRQ 7LHU FDSLWDO EHIRUH WKH UHJXODWRU\ DGMXVWPHQW YV
&RPPRQ 7LHU FDSLWDO UHJXODWRU\ DGMXVWPHQWV
"HGXFWLRQ IURP 2UGLQDU\ 7LHU &DSLWDO RI DGGL
$GGLWLRQDO YDOXH DGMXVWPHQWY QHJDWLYH DPRXQW RI DVVHWV YDOXHG RQ WKH EDODQFH VKHHW DW IDL
RI WKH &55 DQG GHGXFWLRQV QRW UHIOHFWHG LQ
,QWDQJLEOH DVVHWV QHW RI UHODWHG WD[ OLDELG
,QWDQJLEOH DVVHWV QHW RI UHODWHG WD[ OLDELOLW\ QHJIDWLYH DPRXQW E°D0OG  &55 QHIDWLYH DPRXOQW
"HIHUUHG WD[ DVVHWY WKDW GHSHQG RQ IXWXUH SURILWDELOLW\ H[FOXGLQJ WKRVH GHULYLQJ IURP WHPSRUDU\ GLIIHUHQFHV QHW RI WKH FRUUHVS
OLDELOLWLHV ZKHQ WKH FRQGLWLRQV HVWDEOLVKHG LQ $UWLFOH 6HFWLRQ &55 DUH PHW QHJDWLYH DPRXQW
)DLU YDOXH UHVHUYHV UHODWHG WR JDLQV RU ORVVHV RQ FDVK IORZ KHGJHV RI ILQDQFLDO LQVWRMWHAHQWR WKBW URXS YRGRWHYXWE WK H DL Q DYPFRLDIO
1HIDWLYH DPRXQWV UHVXOWLQJ IURP WKH FDOFXODWLRQ Rl H[SHFWHG ORVV DPRXQWYV
$Q\ LQFUHDVH LQ HTXLW\ WKDW UHVXOWYVY IURP VHFXULWLVHG DVVHWY QHJDWLYH DPRXQW é
*DLQV RU ORVVHV RQ OLDELOLWLHY YDOXHG DW IDLU YDOXH UHVXOWLQJ IURP FKDQJHV LQ RZQ FUHGLW VWDQGLQJb
"HILQHG EHQHILW SHQVLRQ IXQG DVVHWV QHJDWLYH DPRXQW é
"LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ &(7 LQVWUXPHQWY QHJDWLYH DPRXQW
"LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH &(7 LQVWUXPHQWV RI ILQDQFLDO VHFWRU HQWLWLHY ZKHUH WKRVH HQWLWLHYV KDYH UHFLSU
ZLWK WKH LQVWLWXWLRQ GHVLIJQHG WR LQIODWH DUWLILFLDOO\ WKH VKDUHKROGHUV HTXLW\ Rl WKH LQVWLWXWLRQ QHJDWLYH DPRXQW
"LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWYVY RI ILQDQFLDO VHFWRU HQWLWLHV ZKHUH WKH LQVV
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW DERVYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJIDWLYH DPRXQW
"LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWYVY RI ILQDQFLDO VHFWRU HQWLWLHV ZKHUH WKH LQVW
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW DERYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJIDWLYH DPRXQW
(8

([SRVXUH DPRXQW RI WKH IROORZLQJ LWHPV ZKLFK TXDOLI\ IRU D 5: RI ZKHUH WKH LQVWLWXWLRQ RSWV IRU WKH GHGXFWLRQ DOWHUQDWLYH

(8 RlI ZKLFK TXDOLI\LQJ KROGLQJV RXWVLGH WKH ILQDQFLDO VHFWRU QHJDWLYH DPRXQWYV
(8 RI' ZKLFK VHFXULWLVDWLRQ SRVLWLRQV QHJIJDWLYH DPRXQWYV
(8 RI ZKLFK LQFRPSOHWH RSHUDWLRQV QHJDWLYH DPRXQWYV

'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHVY DPRXQW DERYH WKUHVKROG QHW RI UHODWHG WD[ OLDELOLW\ ZKHUH WKH FRQGL
&55 DUH PHW QHJDWLYH DPRXQW

$PRXQW H[FHHGLQJ WKH WKUHVKROG QHJDWLYH DPRXQW
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Rl ZKLFK GLUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHV ZKHL
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV

Rl ZKLFK GHIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFH

(8

/IRVVHV IRU WKH FXUUHQW ILQDQFLDO \HDU QHJDWLYH DPRXQW

JRUHVHHDEOH WD[ FKDUJHVY UHODWLQJ WR FRPPRQ HTXLW\ WLHU LWHPV XQOHVV WKH EDQN DGMXVWV WKH DPRXQW RI FRPPRQ HTXLW\ WLHU LWHEF

(8 WR WKH HIWHQW WKDW WKRVH WD[ FKDUJHVY UHGXFH WKH DPRXQW E\ ZKLFK WKRVH LWHPV FDQ EH XVHG WR FRYHU ULVNV RU ORVVHV QHJDWLYH DP
4XDOLI\LQJ $7 GHGXFWLRQV WKDW H[FHHG WKH $7 FDSLWDO RI WKH LQVWLWXWLRQ QHJDWLYH DPRXQW
D 2WKHU UHJXODWRU\ DGMXVWPHQWYV
7TRWDO UHIJXODWRU\ DGMXVWPHQWY WR &RPPRQ (TXLW\ 7LHU &(7
&RPPRQ HTXLW\ WLHU bb
$GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWYV
$GGLWLRQDO 7LHU FDSLWDO LQVWUXPHQWYV FRQV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV VXERUGLQDWHG OLDELOLWLHY WKDW PHHW WKH HOL
&55
Rl ZKLFK FODVVLILHG DV FDSLWDO XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV
Rl ZKLFK FODVVLILHG DV OLDELOLWLHY XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV
$PRXQW RI LWHPV UHIHUUHG WR LQ $UWLFOH &55 DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWV VXEMHFW WR SKDVLQJ RXW IURP DGGLWLRQDC
(8 $PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH D &55 VXEMHFW WR SKDVH RXW IURP $7
(8 $PRXQW RI LWHPV UHIHUUHG WR LQ $UWLFOH &55 DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWV VXEMHFW WR SKDVLQJ RXW IURP DGGLWLRQDC
4XDOLI\LQJ WLHU FDSLWDO LQFOXGHG LQ FRQVROLGDWHG $7 FDSLWDO LQFOXGLQJ PLQRULW\ LQWHUHVW QRW LQFOXGHG LQ URZ LVVXHG E\ VXE!
WKLUG SDUWLHV
RI' ZKLFK LQVWUXPHQWYV LVVXHG E\ VXEVLGLDULHYV VXEMHFW WR SKDVH RXW
$GGLWLRQDO WLHU FDSLWDO EHIRUH UHIJXODWRU\ DGMXVWPHQWYV
$GGLWLRQDO 7LHU &DSLWDO UHJXODWRU\ DGMXVWPHQWYV
'"LUHFW LQGLUHFW DQG VI QWKHWLF KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ $7 LQVWUXPHQWY QHJDWLYH DPRXQW
'LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI WKH $7 LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHY ZKHUH WKRVH HQWLWLHV KDYH UHFLSUR
WKH LQVWLWXWLRQ GHVLIQHG WR LQIODWH DUWLILFLDOO\ WKH VKDUHKROGHUV HTXLW\ RI WKH LOQVWLWXWLRQ QHJIJDWLYH DPRXQW
'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV Rl WKH $7 LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH LQVWLWXWLRQ GRHV QRW K
LQYHVWPHQW LQ WKRVH HQWLWLHY DPRXQW DERYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJDWLYH DPRXQW
'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH DGGLWLRQDO &(7 LQVWUXPHQWY RI ILQDQFLDO VHFWRU HQWLWLHV ZKHUH WKH LQVWLWXWL
LQYHVWPHQW LQ WKRVH HQWLWLHYVY DPRXQW DERYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJIJDWLYH DPRXQW
4XDOLI\LQJ WLHU FDSLWDO GHGXFWLRQV WKDW H[FHHG WKH WLHU LQVWUXPHQWY RI WKH LQVWLWXWLRQ QHJDWLYH DPRXQW
D 2WKHU UHIJXODWRU\ DGMXVWPHQWY WR $7 FDSLWDO

7RWDO UHJXODWRU\ DGMXVWPHQWY WR $7 FDSLWDO

$GGLWLRQDO 7LHU &DSLWDObD

7LHU FDSLWDO WLHU FDSLWDO FRPPRQ HTXLW\ WLHU DGGLWLRQDO WLHU FDSLWDO

7LHU LQVWUXPHQWYV

7LHU FDSLWDO LQVWUXPHQWY LQFOXGHG XQGHU V
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV SRVLWLRQ KHDGLQJ RI VXERUGLQDWHG OLDELOLWLE
IRU HOLJLELOLW\ VHW RXW LQ WKH &55
$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH &55 DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWV VXEMHFW WR SKDVH RXW IURP 7 D
LQ $SUWLFOH &55
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(8

$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH D &55 VXEMHFW WR SKDVH RXW IURP 7

D

(8 E $PRXQW RI LWHPV UHIHUUHG WR LQ $UWLFOH E &55 VXEMHFW WR SKDVLQJ RXW IURP 7LHU FDSLWDO
4XDOLIN\LQJ VKDUHKROGHUV HTXLW\ LQVWUXPHQWY LQFOXGHG LQ FRQVROLGDWHG 7 FDSLWDO LQFOXGLQJ PLQRULW\ LQWHUHVW DQG $7 LQVWUXPH
URZV RU LVVXHG E\ VXEVLGLDULHY DQG KHOG E\ WKLUG SDUWLHV
Rl ZKLFK LQVWUXPHQWYV LVVXHG E\ VXEVLGLDULHV VXEMHFW WR SKDVH RXW
&UHGLW ULVN DGMXVWPHQWYV
7LHU FDSLWDO EHIRUH WKH UHJXODWRU\ DGMXVWPHQWYV
7LHU UHJXODWRU\ DGMXVWPHQWYV
'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV QHJDWLYH DPRXQW
'"LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV RI ILQDQFLDO VHFWRU HQWLWLHV ZKHUH WKRV|
UHFLSURFDO FURVV KROGLQJV ZLWK WKH LQVWLWXWLRQ GHVLJQHG WR LQIODWH DUWLILFLDOO\ WKH VKDUHKROGHUV HTXLW\ RI WKH LQVWLWXWLRQ
'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH L
KDYH D VLJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHY DPRXQW DERYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJDWLYH DPR
'"LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV RI ILQDQFLDO VHFWRU H
LQVWLWXWLRQ KDV D VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV QHW RI HOLJLEOH VKRUW SRVLWLRQV QHJDWLYH DPRXQW

(sDb 4XDOLI\LQJ HOLJLEOH OLDELOLWLHY GHGXFWLRQV WKDW H[FHHG WKH HOLJLEOH OLDELOLWLHV LWHPV RI WKH LQVWLWXWLRQ QHJIDWLYH DPRXQW

E 2WKHU UHJXODWRU\ DGMXVWPHQWY WR WLHU FDSLWDO

7TRWDO WLHU FDSLWDO UHJXODWRU\ DGMXVWPHQWYV
7LHU FDSLWDO
7RWDO FDSLWDO WRWDO FDSLWDO WLHU FDSLWDO WLHU FDSLWDO
7TRWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH
&DSLWDO UDWLRV DQG UHTXLUHPHQWYV LQFOXGLQJ EXIIHUV
&RPPRQ HTXLW\ WLHU
7LHU FDSLWDO
7TRWDO FDSLWDO
,QVWLWXWLRQ &(7 RYHUDOO FDSLWDO UHTXLUHPHQWYV
Rl ZKLFK FDSLWDO FRQVHUYDWLRQ EXIIHU UHTXLUHPHQW
Rl ZKLFK FRXQWHUF\FOLFDO FDSLWDO EXIIHU UHTXLUHPHQW
Rl ZKLFK VA\VWHPLF ULVN EXIIHU UHTXLUHPHQW

(8D Rl ZKLFK EXIIHU UHTXLUHPHQW IRU *OREDO 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQV * 6,,V RU 2WKHU 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ

(8 E RI ZKLFK DGGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWV WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH

&RPPRQ (TXLW\ 7LHU FDSLWDO DV D SHUFHQWDJH RI WKH ULVN H[SRVXUH DPRXQW DYDLODEOH DIWHU PHHWLQJ PLQLPXP FDSLWDO UHTXLUHPHQWYV

$PRXQWYVY EHORZ WKH WKUHVKROG IRU GHGXFWLRQ EHIRUH ULVN ZHLJKWLQJ

'LUHFW DQG LQGLUHFW KROGLQJV RI VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHY RI ILQDQFLDO VHFWRU HQWLWLHY ZKHUH WKH LQVWLWXW
VLIQLILFDQW LQYHVWPHQW LQ VXFK HQWLWLHVY DPRXQW EHORZ WKH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV

'LUHFW DQG LQGLUHFW KROGLQJ RI FRPPRQ HTXLW\ WLHU LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH LQVWLWXWLRQ KDV D VLJQL

WKRVH HQWLWLHV DPRXQW EHORZ WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV
'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHVY DPRXQW EHORZ WKH WKUHVKROG QHW RI UHODWHG WD[ OLDELOLWLHY SURYLGHG
FRQGLWLRQV VHW RXW LQ $UWLFOH &55 DUH IXOILOOHG

$SSOLFDEOH FDSV RQ WKH LQFOXVLRQ RI SURYLVLRQV LQ WLHU
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&UHGLW ULVN DGMXVWPHQWY LQFOXGHG LQ WKH WLHU FDSLWDO ZLWK UHVSHFW WR H[SRVXUHV VXEMHFW WR WKH VWDQGDUGLVHG DSSURDFK EHIR
FDS

&DS RQ LQFOXVLRQ RI FUHGLW ULVN DGMXVWPHQWYV LQ 7LHU XQGHU WKH VWDQGDUGLVHG DSSURDFK

&UHGLW ULVN DGMXVWPHQWY LQFOXGHG LQ 7 LQ UHVSHFW RI H[SRVXUH VXEMHFW WR LQWHUQDO UDWLQJ EDVHG DSSURDFK EHIRUH DSSOLFDWLRQ |

&DS IRU LQFOXVLRQ RI FUHGLW ULVN DGMXVWPHQWY LQ 7LHU XQGHU WKH LQWHUQDO UDWLQJY EDVHG DSSURDFK

&DSLWDO LQVWUXPHQWY VXEMHFW WR SKDVH RXW SURYLVLRQV RQO\ DSSOLFDEOH EHWZHHQ -DQXDU\ DQG -DQXDU\

b&XUUHQW FDS RQ &(7 LQVWUXPHQWY VXEMHFW WR SKDVH RXW DUUDQJHPHQWYV

([FOXGHG IURP &(7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHYV

&XUUHQW FDS RQ $7 LQVWUXPHQWY VXEMHFW WR SKDVH RXW DUUDQJHPHQWV

$PRXQW H[FOXGHG IURP $7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHV

&XUUHQW FDS RQ 7 LQVWUXPHQWY VXEMHFW WR SKDVHRXW DUUDQJHPHQWVDb

([FOXGHG IURP WLHU GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHV

JLIXUHV LQ WKRXVDQGV R
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$QQH[ ,,, [, 2XWOLQH RI GLITHUHQFHY LQ FRQVROLGDWLRQ JURXSV ED

D E F G H | J K
BUXGHQWLDO FRQVROLGDWLRQ PHWKRG
$FFRXQWLQJ FRQVROLGDWLR
%DQNLQWHU *URXS O L) FRQVR O WL R R srRuUWL R oYMV o IRW

FRQVROLGBR\/Q.‘RIQOLGDPN-L\RQRGFRQVROL?(Ml%GWHG '"HVFULSWLRQ RI WKH HQWL\

QRW GHGXFWHG

%DQNLQWHU *HVWL GH $FWLYRV 6)X06 FRQWROLGDWLR
QNLQ HQ $ X Q Q

$VVHW ODQDJHPHQW

+LVSDPDUNHW 6 $ )XOO FRQVROLGDWLRQ

+ROGLQJ DQG SXUFKDVLQJ VHFXLU

,QWHUPRELOLDULD 6 $ )XO0O FRQVROLGDWLRQ

5HDO HVWDWH PDQDJHPHQW

%. &RQVXOWRU D $VHVRUDPLHQWR \ HSWOHQFR QY ROIOGDWAIRFD 6 $

7THOHSKRQH DVVLVWDQFH

%. 6RFLHGDG GH )LQDQFLDFLpPQ 6 $ 8)/XOO FRQVROLGDWLRQ

,ZVVXDQFH RI GHEW VHFXULWLHV

%DQNLQWHU &RQVXPHU J)LQDQFH () X0B0$FRQVROLGDWLRQ

JLODQFLDO FUHGLW LQVWLWXWLF

$UUR\R % XVLQHVV &RQVXOWLQJ 'HYHPRGOHRWVROLGDWLRQ

1R DFWLYLW\

%DQNLQWHU *OREDO 6HUYLFHVY 6 $ )XOO FRQVROLGDWLRQ

&RQVXOWLQJ

%DQNLQWHU /X[HPERXUJ 6 $ )XOO FRQVROLGDWLRQ 3ULYDWH %DQNLQJ
(YR %DQFR 6 $ 8 )XOO FRQVROLGDWLRQ &UHGLW LQVWLWXWLRQ
$SYDQWFDUG ' $ & )XOO FRQVROLGDWLRQ &DUGV DQG FRQVXPHU ILODQFH
%DQNLQWHU +RJDU \ $XWR 6 $ GH 6HJOWR FRQHRIOLHEIXW RR Q /LPLWHG OLDELOLW\ FRPSDQ\
%DQNLQWHU ,QWHUQDWLRQDO 1RWHV)X® O5FRQVROLGDWLRQ VVXDQFH RI BWUXFWXUHG 6HFXU
%DQONLQWHU ,QYHVWPHQW 6 $ 8 )XOO FRQVROLGDWLRQ QYHVWPHQW EDQNLQJ
%DQNLQWHU ,QYHVWPHQW 6 * (, & 6)$®0 FRQVROLGDWLRQ EggaivvppHH%V\‘,’v\*fQWLW\ IRU DOWHU
%DQNLQWHU 6HIJXURY *HQHUDOHYV 6 $TGIHVEHIKWRRG 5HDVHIXURYV X ,QVXUDQFH FRPSDQ\
%DQNLQWHU 6HIJXURV GH 9LGD 6 $ GH %LMXPRWKBBDVHJIXURV : "QVXUDQFH FRPSDOQ\

20LPSR 5HDO (VWDWH 6RFLPL 6 $ (TXLW\ PHWKRG : 5HDO HVWDWH LOQYHVWPHQW WUX
SWRP +RWHOHV 6RFLPL 6 $ (TXLW\ PHWKRG : 5HDO HVWDWH LQYHVWPHQW WUX
20LPSR 5HDO (VWDWH 3RUWXJDO 6,*(T&KISW\ PHWKRG : 5HDO HVWDWH LOQYHVWPHQW WUX
ORQWHSLQR /RJ VWLFD 6RFLPL 6 $ (TXLW\ PHWKRG : SFTXLVLWLRQ RI ORJLVWLFV DVV
9LFWRULD +RWHOV B5HVRUWV 6/  (TXLW\ PHWKRG : SFTXLVLWLRQ RI KRWHO DVVHWV
SWULXP %LUH 6,%, 6 $ (TXLW\ PHWKRG : 5HDO HVWDWH LQYHVWPHQW WU X
3DODWLQR 5HVLGHQFLDO 6 $ (TXLW\ PHWKRG X 5HDO HVWDWH LQYHVWPHQW WU X
S8QLYHUVR ,0( 6 $ (TXLW\ PHWKRG : (OHFWURQLF PRQH\ HQWL W\
IDYLHUD 6RUROOD 6 / )XOO FRQVROLGDWLRQ 6SHFLDO SXUSRVH YHKLFOH
IDYLHUD *R\D 6 / Y)XOO FRQVROLGDWLRQ 6SHFLDO SXUSRVH YHKLFOH
%DQNLQWHU )RQGR GH 7LWXOL]DFLWQOOLERWHROUGDWLRQ 6SHFLDO SXUSRVH YHKLFOH
%DONLQWHU )RQGR GH 7LWXOL]DFLWQOGHF KIDNROR\GDW LR Q 6SHFLDO SXUSRVH YHKLFOH

%DONLO3LIOODU 'LVFORVXUHV 5HSRUW
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