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$PRXQWV RI FRXQWHUSDUW\ FUHGLW ULVN
&9% FDSLWDO FKDUJH
([HEXWLYH VXPPDU\ ,QIRUPDWLRQ RQ WKH VWDQGDUGLVHG DSSURDFK
,QWURGXFWLRQ ,QIRUPDWLRQ RQ HIWHUQDO FUHGLW DVVHVVPHQW LQVW
*HQHUDO UHSRUWLQJ UHTXLUHPHQWYV $VVLIQPHQW RI 6&5% JUDGHV IRU ILQDQFLDO LQVWLWXW

&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
'LIIHUHQFHV DPRQJ WKH FRQVROLGDWHG *URXS IRU WKH SXUSRVHV RUHDSGRD® Rl H[SRVXUH YDOXHV E\ ULVN ZHLJKWYV
DGHTXDF\ DQG DFFRXQWLQJ UHJXODWLRQV ,QIRUPDWLRQ RQ WKH ,5% DSSURDFK
5HFRQFLOLDWLRQ RI WKH SXEOLF EDODQFH VKHHW IURP WKH DFFRX@\HQb & ARS KU WLRQ
WKH UHJXODWRU\ VFRSH (ISRVXUH YDOXHV E\ FDWHJRU\ DQG REOLJRU OHYHOV
0DLQ FKDQJHV LQ WKH *URXS V VFRSH RI FRQVROLGDWLRQ LQ 5LVN ZHLJKWLQJV Rl VSHFLDOLVHG OHQGLQJ H[SRVXUHV

6XEVLGLDULHYV ZLWK VKDUHKROGHUV HTXLW\ EHORZ WKH UHTXLUHG P%Qh%)ﬁ%LOLW\ Rl '"HIDXOW 3' SHU SRUWIROLR
([HPSWLRQV WR FDSLWDO FKDUJHVY DW DQ LQGLYLGXDO RU VXE FRQVR%R’J%%WV‘R‘/%P\V&(I—IBQWLJDWLRQ WHFKQLTXHYV
5LVN PDQDJHPHQW DQG FRQWURO V\VWHP ULVN PDQDJHPHQW SROLFL'&%@&&V LQ WKH SHULRG LQ WHUPV RI ULVN ZHLJKWHG

REMHFWLYHV PRGHOV
3ULQFLSOHV DQG FXOWXUH RI ULVN PDQDJIHPHQW DQG FRQWUROg by L wLVDWLRQV
*RYHUQDQFH RI WKH ULVN IXQFWLRQ “HQHUDO FKDUDFWHULVWLFV
7KUHH OLQHV RI GHIHQFH PRGHO 6HFXULWLVDWLRQV RULIJLQDWHG
5LVN PLWLIDWLRQ DQG KHGJLQJ SROLFLHV 6XSHUYLVLRQ VWUDWHILHVLRQGWSHREH WA ULwLvDWLRQV
'QIRUPDWLRQ RQ VKDUHKROGHUV HTXLW\ ,QIRUPDWLRQ RQ FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHYV
(OHPHQWV WKDW FRQVWLWXWH VKDUHKROGHUV HTXLW\ 0DLQ FKDUDFWHULVWLFV RI FUHGLW ULVN PLWLJDWLRQ
$PRXQW Rl VKDUHKROGHUV HTXLW\ 2Q EDODQFH VKHHW DQG RIl EDODQFH VKHHW QHWWLQJ
&DSLWDO EXIIHUV &RYHUDJH EDVHG RQ FROODWHUDO
05(/ DQG 7/3& 5LVN FRQFHQWUDWLRQ
.QIRUPDWLRQ RQ NH\ LQGLFDWRUV DQG VKDUHKROGHUV HTXLW\ UHFXLHHRHAMWN Lo WKH $VVHWY KHOG IRU WUDGLOJ SRUWIROLR
%UHDNGRZQ RI ULVN ZHLIJKWHG H[SRVXUH "LIITHUHQFHV LQ $VVHWV KHOG IRU WUDGLQJ IRU WKH SXUSH
2XWSXW IORRU RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWLR
'HVFULSWLRQ RI WKH LQWHUQDO FDSLWDO DGHTXDF\ DVVHVVPHQW 8KWBBEB¥Y¥WHULVWLFV RI WKH ULVN PDQDJHPHQW V\VWHP DQC
&UHGLW ULVN 22ZQ IXQGV UHTXLUHPHQWYV IRU PDUNHW ULVN
,QIRUPDWLRQ RQ FUHGLW ULVNYV 2SHUDWLRQDO ULVN
,PSDLUPHQW RI ILQDQFLDO DVVHWYV ODQDJHPHQW RI RSHUDWLRQDO ULVN

7UDQVIHUV DQG UHPRYDOV IURP WKH EDODQFH VKHHW RI ILQDQFLD@LVAVMEXPHIMOW SROLFLHV DQG REMHFWLYHV
&ULWHULD IRU WKH UHFRJQLWLRQ RI HDUQLQJV ZKHQ UHPRYLQJ DVYHMYDWRROBOHULVN FRQWURO DQG PDQDJHPHQW IXQFW

EDODQFH VKHHW RUJDQLVDWLRQ
,QIRUPDWLRQ RQ H[SRVXUH WR FUHGLW ULVN &RYHUDJH DQG QDWXUH RI WKH PHDVXUHPHQW V\VWHP
ODWXULW\ RI H[SRVXUHV &RYHUDJH DQG QDWXUH RI WKH LQIRUPDWLRQ IUDPHZRLU
&UHGLW TXDOLW\ RI FUHGLW ULVN H[SRVXUHV 3ROLFLHY DQG VWUDWHJILHV IRU ULVN UHGXFWLRQ DQG
,QIRUPDWLRQ RQ FRXQWHUSDUW\ FUHGLW ULVN 2SHUDWLRQDO ULVN ORVVHYV
&RXQWHUSDUW\ FUHGLW ULVN PDQDJHPHQW SROLF\ OHWKRGV IRU FDOFXODWLQJ DQG DVVHVVLQJ RSHUDWLRQD

&ROODWHUDO SROLF\ DQG SROLF\ UHJDUGLQJ WKH ULVN RI QHJDAMHZARUKWPARBWHHRRVXUH DQG RSHUDWLRQDO ULVN FDSLW

JLIOODU  'LVFORVXUHV 5HSRUW



(TXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG XQ GHLY LAM/GHRHQ WID@GUILRAN

WUDGLQJ %XVLQHVV VWUDWHJILHY DQG SURFHVVHYV
'LVWLQFWLRQ EHWZHHQ SRUWIROLRV KHOG IRU VDOH DQG IRU VWUDWH &lyf; § ¥BHRYHV

3RUWIROLR DW IDLU YDOXH WKURXJK SURILW RU ORVV 5LVN PDQDJHPHQW
3RUWIROLR DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQ':RPd-lHQWLlLFDWLRQ DQG PHDVXUHPHQW
3RUWIROLRV KHOG IRU VWUDWHJLF SXUSRVHV $VVHVVPHQW
$FFRXQWLQJ SULQFLSOHY DQG PHDVXUHPHQW RI LQVWUXPHQWYV $FWLRQ
&DUU\LQJ DPRXQW RI HTXLW\ LQYHVWPHQWY DQG FDSLWDO LQVWUXPHM\SHDQ 7D[RQRP\ UHTXLUHPHQWYV
6WUXFWXUDO LQWHUHVW UDWH DQG IRUHLJQ H[FKDQJH ULVN 6RELDO ULVN

,QWHUHVW UDWH ULVN RI SRVLWLRQV QRW LQFOXGHG LQ WKH WUDGLQgERRMVYV VWUDWHI\ DQG SURFHVVHV
6FRSH DQG JRYHUQDQFH RI VWUXFWXUDO LQWHUHVW UDWH ULVN +RYHUQDQFH

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

*RYHUQDQFH ULVN
OHWKRGV RI PHDVXUHPHQW $VVXPSWLRQV *RYHUQDQFH DQG ULVN PDQDJHPHQW
5HIXODWRU\ VFHQDULRYV IRU LQWHUHVW UDWH VKRENYV

FDWRUV RI SRWHOWLDO WUDQVLWLRQ ULVN OLQNHG W

,QGL
&XUUHQW H[SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH ULVN VX%H&UJI-ITCV:B\H\'IR(%%LL%\RF&(I H[SRVXUHV E\ VHFWRU LVVXHV DQG
,QWHUQDO VFHQDULRYV IRU LQWHUHVW UDWH VKRFNV

/RDQV FROODWHUDOLVHG E\ LPPRYDEOH SURSHUW\ & HQ
&XUUHQW H[SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH ULV N RlBHIRQ

PDQDJHPHQW
DSSURDFK ,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHC
([FKDQJH UDWH ULVN KDUPRQLVDWLRQ SDUDPHWHUV
ODQDJHPHQW RI VWUXFWXUDO IRUHLJQ FXUUHQF\ ULVN ([SRVXUHV WR WKH WRS FDUERQ LQWHQVLYH ILUPV
/JLTXLGLW\ DQG IXQGLQJ ULVN

&OLPDWH FKDQJH SK\VLFDO ULVN

*RYHUQDQFH DQG PRQLWRULQJ RI IXQGLQJ DQG OLTXLGLW\ ULVN (ISRVXUHV VXEMHFW WR SK\VLFDO ULVN

/JLTXLGLW\ DQG IXQGLQJ SURVSHFWYV

$QQH[HV
/LTXLGLW\ FRYHUDJH UDWLR /&5 $QQH[ , &&$ ODLQ IHDWXUHV RI UHIJXODWRU\ RZQ IXQGV LQVWU X
1HW VWDEOH IXQGLQJ UDWLR 16)5 LQVWUXPHQWYV
/HYHUDJH $QQH[,, && &RPSRVLWLRQ RI UHJXODWRU\ 2ZQ )XQGV
"HILQLWLRQ DQG FRPSRVLWLRQ RI WKH OHYHUDJH UDWLR $QQH[,,, /, 2XWOLQH RI GLIIHUHQFHV LQ FRQVROLGDWLRQ JURX

7UHQGV LQ WKH OHYHUDJH UDWLR

0DQDJLQJ WKH ULVN RI H[FHVVLYH OHYHUDJH
,QIRUPDWLRQ RQ DVVHW HQFXPEUDQFH
5HPXQHUDWLRQ

,QIRUPDWLRQ RQ WKH GHFLVLRQ PDNLQJ SURFHVV IRU HVYWDEOLVKLQJ WKH
UHPXQHUDWLRQ SROLF\

BULQFLSOHV RI %YDQNLQWHU V UHPXQHUDWLRQ SROLF\

'"HVFULSWLRQ RI WKH W\SHV RI HPSOR\HHV DQG H[HFXWLYHV FRQVLGHUHG LGHQWLILHG
VWDII

&KDUDFWHULVWLFV Rl WKH UHPXQHUDWLRQ VFKHPH DSSOLHG WR LGHQWLILHG VWDII
4XDQWLWDWLYH LQIRUPDWLRQ RQ WKH UHPXQHUDWLRQ SROLF\

(QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* 5LVNV
,QIRUPDWLRQ RQ WKH PDLQ (6* ULVNV
6XVWDLQDELOLW\ VWUDWHJ\
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%DOQNLQWHU *URXS HQGHG ZLWK GRXEOH GLJLW HDUQLQJIKLM BRWKP H KW IKRRW MKHV | GHYWWD WOHPE HYIHRWPDWLRQ RQ FD
HIFHHGHG WKH PLOOLRQ HXUR PDUN GULYHQ E\ DQ LQFURRMSLQWO\ GHFHREHU HG FRWY BHIRFUDEHWVI{XVHIXO LQIRUPDWL
DFURVVY DOO EXVLQHVVHYVY DQG JHRJUDSKLHV LQ ZKLFK WKHSBHRQINORSIHUBRWEGNU MFGIEVWHVUWWDD/GIVEPURRXY IRU PDUNHW
RQ KLIJKHU YDOXH DGGHG SURGXFWV DQG DFWLYLWLHV 7KWHHUXMXHOPHWQ W FKILHBHEGXDOWLRQ ZBBHQ WKH &55 ZKLFK ZDV
*URXS FHOHEUDWHG LWV WK DQQLYHUVDU\ ZHUH YHU\ SRWVEMIXYODWILRK JURZWIKS55Q0 EZRWK WHIHD DR MR SUHVHQWDWL

ERRN DQG IXQGV DQG QHW SURILW RI PLOOLRQ HXURV $V PHQWLRQHG LQ WKH SUHYLRXV SDUDJUDSK DQG DV LC¢C
7KH YDULRXV UDWLRYVY LQ WKH DFFRXQW GHPRQVWUDWH WK HFRYVMRIOQLDKVRG WIKGDRFQNO/ \BWDW P H QMKW HWKBOSURYLVLRQ'
LWV UHVXOWY ORUH SUHFLVED(\ MPISHU /AKX MIRRQ HTRLWDUWKH *URXS V FUHGLW ULV NV KREWSDXWL RAGADROU U RWN UL RSP AH L J k
DJR ZKLOH WKH 527( HQGHG WKH \HDU DW XS IWWRFRPHD LR HDIUKAEW UR @ KH-BRYXWUW R 7KH PDLQ DLP RI WKLV UHI
UDWLR VWRR&8 ®WRI WKH OHDGHUV LQ WKH VHFWRU DPHQGPHQWV WR WKH %DVHO FDSLWDO IUDPHZRUN LQ WK

7KH &(7 FDSLWDO UDWLR DOVR LPSURYHG GXULQJ WKLV S HLFI—‘[‘DQ RU PDUNH ULV L% HV\(JKSIHSQUVI\:QL;\L\I/_LQQNQRV
SRLQWYV DERYH WKH PLQLPXP UHTXLUHG IRU %DQNLQWHU LI \93 %DQNLQWHU k
UHTXLUHPHQWY WKH (&% V 3LOODU UHTXLUHPHQWYV IRU ﬁ:gf TXLQTXLF
EXINTHUV VHW E\ WKH DXWKRULWLHYV LQ WKH MXULVGLFWLR

Mow Ri RI

RI H[SRVXUH WR EH GHIHUUHG XQWLO 1RW DSSO\LQJ Wk
7KH QRQ SHUIRUPLQJ ORDQ UDWLW®R DWHRRGEG DWWK FRYHUDUBWRR ZBXQG KDYH UHVXOWHG LQ D UHGXFWLRQ RI EDVLYV
SHUIRUPLQJ ORDRV IRWEQXGHQWLDO UHDVRQV YDULDEOH RYHU WLPH DQG LWV FRQWLQXHG PDQDJHPHQW ZL

,Q %DQNLQWHU FRQWLQXHG WR LQFUHDVH LWV EXVLQHWHY* MR@S(P&K\EOQVKHMVD;@\GLWVR\@@X)UIJH@HRHDQW LQIRUPDWLI
LQFRPH DQG DV D UHVXOW H[SDQG LWV PDUNHW VKDUH DFRQWW\DG@ SS 2 fE R PVAHRIERERY Y RMU®EVLYD
FXVWRPHU VHIJPHQWYV LQ ZKLFK WKH %DQN FRPSHWHV ZLWK quhqy(g)')‘ GLIIHUHQWLDWHG DQG KLJKO\
UHFRJQLVDEOH YDOXH SURSRVLWLRQ

$PRQJ WKH JHRJUDSKLHV LQ ZKLFK WKH *URXS RSHUDWHYV %’/\IL IHP§ FI\DNLEYDI-|OVD$I\:/HV$/RD(I
FRQWULEXWLRQ WR WKH *URXS V JURVV RSHUDWLQJ LQF I—II_. \L?@\% }_5 U 0 D[LPLVLG
LQFUHDVLQJ WKHLU FRQWULEXWLRQ DW D IDVWHU SDFH 7 LVE J% G l:l Iﬁ_LDd-lO'?

,UHODQG WAKKHQRQ WUDGHR EERRNZLWK D VWURQJ ERRVW IUFFHKPH’FELR\MIUI]BJI-FRW GLUHFWRUV XVHV WKH ULVN DSSHWLWH IUDPI-

*HQHUDWLYH DUWLILFLDO LQWHOOLJHQFH LV DOVR SOD\LQJ %& \IL-’ \&KVI\?QEL{:D ,
LQ LPSURYLQJ WKH HIILFLHQF\ RI SURFHVVHV HPSOR\HH SU % ;SA\(_E{ lé RI GLUHFW

FXVWRPHUV 7KLV LV DQ DUHD %DQNLQWHU LV SURPRWLQJ WKH *URXS V
EHLQJ OHG E\ WKH &(2 DQG LV DOLJQHG ZLWK WKH HQWLW\ URO VI\VWHPYV RQ D UHJXODU EDVL\

2YHU WKH SDVW GHFDGH %DQNLQWHU KDV GHPRQVWUDWHGQIWN’U\QJDRQ)&W&PWDWPQ—GQ"\NFXWR\WW\X/\MNL/QB@MOBWRFHVV DUH G
E\ LQWHJUDWLQJ HQYLURQPHQWDO VRFLDO DQG JRYHUQDP®MH (EHUHRLWHUNDHEYWWRHQWY FRUSRUDWH

VWUDWHJ\ 7KH OLQHV RI DFWLRQ LQ WKLV VWUDWHI\ DUH VWUXEWEHE BoBURKRGL Ko VIRLRPHL QKW SRR BEVE suriL
WKH 1$ 30DQ FXUUHQWO\ EHLQJ LQ IRUFH WKH ULVN DSSHWLWH OLPLWV VHW E\ WKH ERDUG RI GLUHFW
7KH RSWLPLVDWLRQ RI FDSLWDO DQG WKH PDLQWHQDQFH RI D PRGHUDWH ULVN SURILOH DUH KDOOPDUNV RI

WKH *URXS DQG FUHDWH WKH IRXQGDWLRQV IRU FRQWLQXHG DQOG VXVWDLQDEOH JURZWK

WV PDQDJHPHQW SROLF\ LWV EXVLQHVV PRGHO DQG SUXGHQW ULVN SURILOH DOORZ %DQNLQWHU *URXS WR
RSHUDWH ZLWK OHYHOV RI FDSLWDO WKDW DUH FOHDUO\ DERYH DQG EH\RQG WKRVH UHTXLUHG E\ UHJXODWRUV
DQG VXSHUYLVRUV 7KHVH TXDOLWLHV FROQWULEXWH WR VKDUHKROGHUV UHFHLYLQJ D VROLG UHPXQHUDWLRQ
ZLWK FRQWLQXLW\ RYHU WLPH

JLIOODU  'LVFORVXUHV 5HSRUW
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ODLQ ILIXUHV RI %DQNLQWHU *URXS

&RPPRQ HTXLW\ WLHU & &(7 &KDSWHU
&RPPRQ HTXLW\ WLHU & &(7 &KDSWHU
3URILW DIWHU WD[ $QQXDO 5HSRUW

5R( $QQXDO 5HSRUW

13/ UDWLR $QQXDO 5HSRUW

5LVN ZHLJKWHG DVVHWV &KDSWHU

21 ZKLFK FUHGLW ULVN &KDSWHU

21 ZKLFK PDUNHW ULVN &KDSWHU

21 ZKLFK RSHUDWLRQDO ULVN &KDSWHU
JLTXLGLW\ &RYHUDJH 5DWLR /&5
JHYHUDJH UDWLR &KDSWHU

JLJIXUHV LQ WKRXVDQGYV 7LHU

7KH &(7 UDWLR DQG DPRXQW ZHUH
LQWR IRUFH RI
XQGHU DUWLFOH
FRPPLWPHQWYV

$V RI '"HFHPEHU %DQNLQWHU *URXS V &(7 UDWLR
WKH PLQLPXP RI UHTXLUHG E\ 3LOODU
(XURSHDQ &HQWUDO %DQN (&% IRU

TXLQTXLHYV

DXWKRULWLHV RI WKH MXULVGLFWLRQV LQ ZKLFK WKH *URXS

7KH
GDWHV UHIOHFWLQJ WKH HVWLPDWHG SHUIRUPDQFH RI

P DYHUDJH &KDSWHU

DV UHTXLUHG 78043 p
DQG WKH PDFURSUXGWR

IROORZLQJ WDEOH VKRZV WKH FDSLWDO UHTXLUHPHQW\y

SHTXLUHPHQWYV RI %DQNLQWHU *URXS V VXSHUYLVRUV

4 4 4 ( 4 (
3LOODU UHTXLUHPHQW
3LOODU S5HTXLUHPHQW 35 WR EH FRYHUHG ZLWK
&(7

&DSLWDO FRQVHUYDWLRQ EXIIHU
&RXQWHUF\FOLFDO EXIIHU ,UHODQG
&RXQWHUF\FOLFDO EXIIHU 6SDLQ
&RXQWHUF\FOLFDO EXIIHU 3RUWXJDO

SRUWXJDO V\VWHPLF ULVN EXIIHU UHTXLUHPHQW

3LOODU $GGLWLRQDO 7LHU $7 UHTXLUHPHQW
3LOODU UHTXLUHPHQW 35 WR EH FRYHUHG ZLWK
$7

UHTXLUHPHQW
3LOODU UHTXLUHPHQW 35 WR EH FRYHUHG ZLWK

YXOO\ /RDGHG XQWLO \7LHU
WKH QHZ UHJXODWLRQV WKH UDWLR RQO\
RQ WUDQVLWLRQDO SUR

OHPRUDQGXP LWHPV $JJUHJDWH 3 5
UHTXLUHPHQW
VWRHKKG DVW FRFPFPSOSDUHGUG VWK
PODRX P RRT WUWREPHNKGW EDPWKBFUHDVHG LQ WKH O
RSH\L/JVFS\%?_'HVEI%I'|D|UVE+$VN\RD(@/\ELNK#|\¢C§:—L\FW6HEXIIHU LQ 6SDLQ
7KH 3LOODU 'LVFORVXUHV 5HSRUW SURYLGHV SDUWLFXODU
PP SORKBEOH IWR HOPRIN oW VRYD WMWIYDULRXV
FDSLWDO UHTXLUHPHQWV LQ DQG

JLIOODU  'LVFORVXUHV 5HSRUW



7KH IROORZLQJ FKDUW VKRZV %DQNLQWHU *URXS V &(7 UDWWMH bW "HHHPIEHUP HQWOWQ GH'\W FIRRRIBAHKU DUH LQ OLQH ZLWK %D(
EUHDNLQJ GRZQ WKH LQFUHDVH LQ WKH UDWLR PHW ERWK LQ WHUPV RI SHUFHQWDJH 75($ DQG SHUFHQWD.
DOVR SURYLGHV IRU FRQWLQXHG FRPIRUWDEOH PHHWLQJ RI

5HYLHZ RI 3LOODU UHSRUW

3XUVXDQW WR $UWLFOH RI 5HIXODWLRQ (8 Q] D C

JHEUXDU\ LVVXHG E\ WKH %DQN RI 6SDLQ %DQNLQWHUI
DIJUHHG&XSRQ SURFHGXUHV UHSRUW EDVHG RQ FHUWDLQ Y
3LOODU UHSRUW SUXGHQWLDO GLVFORVXUHYVY IRU WKH ILC
UHVXOW RI WKH SURFHGXUHV SHUIRUPHG QR H[FHSWLRQV
UHSRUW

&(7 UDWLR

,Q FUHGLW ULVN UHTXLUHPHQWY LQFUHDVHG DV D UHVXOW RI WKH JURZWK LQ OHQGLQJ GXH WR WKH
%DQN V LQFUHDVHG EXVLQHVV GULYH SDUWLFXODUO\ LQ ODUJH FRUSRUDWH EDQNLQJ LQ 6SDLQ 7KH PDUNHW
ULVN UHTXLUHPHQWY ZKLFK DUH VWLOO FDOFXODWHG XQGHU WKH SUHYLRXV UHJXODWLRQV SHQGLQJ WKH
HQWU\ LQWR IRUFH Rl WKH QHZ )57% IUDPHZRUN UHPDLQ DW VLPLODU OHYHOV WR WKH SUHYLRXV \HDU LQ
OLQH ZLWK WKH SHUIRUPDQFH RI WKH EDQN V WUDGLQJ ERRN DQG WKH PDUNHW 7KHUH ZDV DQ LQFUHDVH

LQ RSHUDWLRQDO ULVN UHTXLUHPHQWY GXH PDLQO\ WR DSSOLFDWLRQ RI WKH QHZ FDSLWDO UHJXODWLRQV
ILUVW LQ ODUFK DQG WKHQ DW WKH HQG RI WKH \HDU LQ WKH DQQXDO XSGDWH

8QGHU UHVROXWLRQ UHJXODWLRQV HQWLWLHV PXVW FRPSO\ ZLWK D PLQLPXP UHTXLUHPHQW IRU
VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHV 05(/ ZKLFK LV FDOFXODWHG IRU HDFK HQWLW\ 7KH
6LQJOH 5HVROXWLRQ %RDUG 65% GHWHUPLQHG WKDW %DQNLQWHU VKRXOG FRPSO\ ZLWK D WRWDO ELQGLQJ
05(/ UHTXLUHPHQW DW D FRQVROLGDWHG OHYHO RI RI LWV WRWDO ULVN H[SRVXUH 75($%$ DQG

RI LWV OHYHUDJH UDWLR H[SRVXUH /5( IURP '"HFHPEHU

7KH EDQN PXVW DOVR PHHW DQ DGGLWLRQDO VXERUGLQDWHG 05(/ WR EH FRYHUHG VROHO\ E\ RZQ

IXQGV DQG HOLJLEOH VXERUGLQDWH OLDELOLWLHV HTXLYDOHQW WR RI WKH 75($ DQG RI WKH

/5 (

$W '"HFHPEHU %DQNLQWHU *URXS FRPSOLHG ZLWK WKHVH UHTXLUHPHQWV ZLWK LWV 05(/

VWDQGLQJ DW DQG WKH VXERUGLQDWHG 05(/ RI %DQNLQWHU DW ,Q -DQXDU\

WKH 65% GHWHUPLQHG WKDW %DQNLQWHU VKRXOG FRPSO\ IURP WKDW GDWH DW D FRQVROLGDWHG OHYHO
ZLWK D WRWDO ELQGLQJ 05(/ UHTXLUHPHQW RI Rl WRWDO ULVN H[SRVXUH DQG RI

OHYHUDJH UDWLR H[SRVXUH 7KH 65% QRWLILFDWLRQ DOVR HVWDEOLVKHG WKDW VXERUGLQDWHG
LQVWUXPHQWY PXVW EH XVHG WR FRPSO\ ZLWK WKH 05(/ IRU DQ DPRXQW HTXLYDOHQW WR RI

75($ DQG RI /5(

3LIOODU 'LVFORVXUHV 5HSRUW



QWURGXFW



7KH DSSOLFDEOH OHJLVODWLRQ RQ FDSLWDO DQG FRQVROLGDWHG VXSHUYLVLRQ RI 6SDQLVK FUHGLW

LQVWLWXWLRQV FRPSULVHV 5HJXODWLRQ (& 1R RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH
&RXQFLO RI -XQH RQ SUXGHQWLDO UHTXLUHPHQWYV IRU FUHGLW LQVWLWXWLRQV DQG 5HJXODWLRQ
(& 1R &55 WRJHWKHU ZLWK 'LUHFWLYH (& 1R (& Rl WKH (XURSHDQ

3DUOLDPHQW DQG RI WKH &RXQFLO RI  -XQH RQ DFFHVV WR WKH DFWLYLW\ Rl FUHGLW LQVWLWXWLRQYV
DQG WKH SUXGHQWLDO VXSHUYLVLRQ DV DPHQGHG E\ 'LUHFWLYH (& 1R &5' 9, ZKLFK

KDV EHHQ LQ IRUFH VLQFH -DQXDU\

&55 UHSHDOV WKH UHJXODWLRQ LPSOHPHQWHG WR PLWLJDWH WKH HIITHFWV RQ WKH ILQDQFLDO V\VWHP RI
WKH &29," SDQGHPLF 5HJXODWLRQ 1R RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH

&RXQFLO NQRZQ DV &55 4XLFN )L[ DQG WKH SUHYLRXV UHIRUP RI 5HIXODWLRQ &55

5HIXODWLRQ 1R &55

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 UHTXLUHPHQWYV IRU
%DQNLQWHU *URXS LQ

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

FDSLWDO DGHTXDF\ DW '"HFHPEHU 6SHFLILFDOO\ LW FRQWDLQV LQIRUPDWLRQ DERXW LWV RZQ
IXQGVY 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 ERDUG RI GLUHFWRUV RI %DQNLQWHU FHUWLILHY WKDW WKLV UHSRUW KDV EHHQ SUHSDUHG DQG
SXEOLVKHG LQ DFFRUGDQFH ZLWK WKH LQVWUXFWLRQV VHW IRUWK LQ 3DUW (LJKW RI 5HIXODWLRQ (8

DV DPHQGHG E\ 5HJXODWLRQ (8 DQG KDV EHHQ SUHSDUHG LQ
DFFRUGDQFH ZLWK WKH 1% DQNLQWHU HFRQRPLF DQG ILQDQFLDO QRQ ILQDQFLDO ULVN PDQDJHPHQW DQG
FRUSRUDWH UHSRUWLQJ SROLF\i LQLWLDOO\ DSSURYHG E\ WKH ERDUG Rl GLUHFWRUV RQ '"HFHPEHU

DQG VXEVHTXHQWO\ DPHQGHG RQ 2FWREHU

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

$W LWV PHHWLQJ RQ ODUFK WKH ERDUG RI GLUHFWRUYV DSSURYHG WKLV GRFXPHQW DIWHU
UHYLHZ E\ WKH DXGLW FRPPLWWHH

$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 )J)UHTXHQF\ XQGHU $UWLFOHYV DQG R

5HIXODWLRQ (8
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&RPSDQ\ QDPH DQG GLIIHUHQFHY DPRQJ WKH FR QAKRIOG@VDIVIHG WKIRVXGHISRWW UHIHU WR WKH FRQVROLGDWHG

WKH SXUSRVHV RI WKH FDSLWDO DGHTXDF\ UHJXQQWBB'Q_(S)LQA&%Kﬁl WkERARWE QY EpvHe RQ SUHYDLOLQJ DI

FLUFXODU HQWLWLHV DUH GHILQHG DV DOO VXEVLGLDULHV MRLQWO\ F
DUH HQWLWLHV RYHU ZKLFK WKH *URXS KDV WKH DELOLW\
HQWLWLHV DUH SDUWLFLSDWHG HQWLWLHY WKDW DUH QRW

G DQR DQLHV QRW UHODW#
%DQNLQWHU 6 $ ZDV LQFRUSRUDWHG LQ 0DGULG DV D EDQ} Sé\aiﬁﬁ% §%}L§§é SAR) \%&f ’
WR WKH SUHVHQW QDPH LQ -XO\ 7KH (QWLW\ V FRUSRUD WY Wﬁ/ é?g( A/(Lél TR TORAS KDY VE

EDONLQJ DFWLYLWLHYVY DQG LW LV VXEMHFW WR WKH VWDOQIKGH DAY W RGEG \MIHHXIIRPVSDR}QLVIVDBBNLQDE)CSﬁ%/DRQDFLLQ—MBHW*URXE
LQVWLWXWLRQV RSHUDWLQJ LQ 6SDLQ FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

7KH %DQN LV WKH SDUHQW FRPSDQ\ RI D JURXS RI VXEVLGKBUIXEOWK PWQNRID LKG@MURG VRRSBUGRIXNUV IURP WKH SUX
DFWLYLWLHYVY PDLQO\ DVVHW PDQDJHPHQW LQYHVWPHQW \VHUGHEHWH IKOBWGWVR FDUGY DQG WRHSUXGHODDNAHO UHTXLUHP
EXVLQHVV WKDW ZLWK LW FRQVWLWXWH %DQNLQWHU *URX_QYHVWPHQW ILUPV DV PRGLILHG E\ 5HIXODWLRQ (8

7KH FRQVROLGDWHG JURXS FRQGXFWV LWV EXVLQHVYV LQ OI'H HWK &/ L&J Ni’ékhg WL'ESYT—“V?VUPT-S
IXI[HPERXUJ 6 $ ZKLFK FRQGXFWYVY LWV EXVLQHVV LQ DQR i I—é DUH H[FOXGHG !
IXI[HPERXUJ %DQNLQWHUIV EUDQFKHY LQ 3RUWXJDO ZKLF % R QGHU MRLQW FR
%DUFOD\V %DQN 3/&1V EDQNLQJ EXVLQHVYV LQ 3RUWXJDO ZDV Hb UL

WKHLU EXVLQHVV LQ DQRWKHU (XURSHDQ 8QLRQ PHPEHU VV$WWWKB!RHW(XJBD I-E)}Q-GPE\HLLQFH -VMQH-H RQO\ GLITHUHQFH EHW

,UHODQG WKURXJK WKH DFTXLVLWLRQ RI RI (92 %$1&2FRQGVRODQBWERQVHIX MKWMOS X RO LFWWFRSH RI %DQNLQWHU *U
FRQVXPHU ILQDQFH VXEVLGLDU\ LQ ,UHODQG $YDQWFDUG ' P®WHHPHQW ZLWK 6RQDH 6*36 6 $ LQ ZKLFK WKH FRPSDQ\ 8

%DQNLQWHU &RQVXPHU )LQDQFH ()& 6% LV FXUUHQWO\ w&&FESg&?HRéJWLﬁ%DYOD@WW&@g LY WKH RHHCHQWLDO VFERSH

DFTXLULQJ DOO WKH VKDUHVY FRPSULVLQJ LWV VKDUH FDSL

2Q 1RYHPEHU %DQNLQWHU &RQVXPHU )LQDQFH () & DQG SREERK Br36L B\ FHQ RH UHIG
LQWR D MRLQW EXVLQHVV DIJUHHPHQW IRU WKH 3RUWXJXHVHy/BRQVXPHW FY&E G WAL BDWNHW H7KLY DJUHHPHQW
LQYROYHG WKH DFTXLVLWLRQ E\ %DQNLQWHU &RQVXPHU )LQDQFH () & RI RI WKH FRPSDQ\

8QLYHUVR ,0( 6 $ RQ WKDW GDWH ZLWK WKLV FRPSDQ\ QRAOCRIORBHL\WH Rp® EWHAK §OVWILWRAGLRQWVQUHTXLUHG E\ &R
HTXDO VKDUHV 7KH WUDQVDFWLRQ ZDV FRPSOHWHG DIWHU(BEWDLQL QXK KHYEWFWVWVEODWHWKRRY VERM PQEUHDNGRZQ
IURP VXSHUYLVRUV 7KH DJUHHPHQW VLJQHG SURYLGHV IRUPWKHYGOLMYUW R QW UDWER W PRAQWK iR Io RIRP BBIPO SRVLWLR!
LQVXUDQFH EXVLQHVV JHQHUDWHG E\ 8QLYHUVR DQG %DQRKSEWHIKKR WX WiH RARFODEFFH ¢ OWIRG Wip@FLDO VWDWHPHQ\
VXEMHFW WR REWDLQLQJ WKH QHFHVVDU\ DXWKRULVDWLRQWKHRPXWERRVERPBHWHK B W DXNWHKRU LWIPNY 8QLYHUVR

,0( 6% LV D MRLQW YHQWXUH LQWHJUDWHG LQWR WKH JURXS VHEﬁggﬁQLGDV\W@|L@Fp>@§:tvogxgwlpwbl 5%\(,HUYHG ED
XVLQJ WKH HTXLW\ PHWKRG 3UXGHQWLDOO\ WKH LQWHJUDNWWRQ Fd oW 5'—8&2’GE/XV28¢7'\6\</ IRWERGR

LQYROYHV WKH LQWHJUDWLRQ RI 8QLYHUVR ,0( 6 $ XVLQJ WKH SURSRUWLRQDO

,Q D PHUJHU E\ DEVRUSWLRQ WRRN SODFH EHWZHHQ %DQNLQWHU 6 $ DV WKH DEVRUELQJ
FRPSDQ\ DQG (92 %DQFR 6 $8 DV WKH DEVRUEHG FRPSDQ\

'XULQJ WKH \HDU D PHUJHU E\ DEVRUSWLRQ DOVR WRRN SODFH EHWZHHQ %DQNLQWHU 6 $ DV WKH
DEVRUELQJ FRPSDQ\ DQG $YDQWFDUG '$& DEVRUEHG HQWLW\

7KH FRQVROLGDWHG ILQDQFLDO VWDWEEAGDOMNROWHDENRRQWHU *URXS
IﬁR@wwonv DGGLWLRQDO LQIRUPDWLRQ RQ %DQNLQWHU *URXS DQG LWV VXEVLGLDULHYV

JLIOODU  'LVFORVXUHV 5HSRUW



5HFRQFLOLDWLRQ RI UHIJXODWRU\ VKDUHKROGHUYV HTXLW\ WR WKH VWDWHPHQW RI ILQDQFLDO SRVLWLRQ RI WKH DXGLW

E

D F
%DODQFH VKHHW DV SAUWWE®BWLRQ WR UHJXOD,
SXEOLVKHG ILQDQFLDO VW BRGPRIQWED W LR Q EHRFKPDUN

$W HQG RI SHULRG $W HQG RI SHULRG

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

&DVK FDVK EDODQFHV DW FHQWUDO EDQNV DQG RWKHU GHPDQG GHSRVLWYV

J)LOQODQFLDO DVVHWY KHOG IRU WUDGLQJ

JLQDQFLDO DVVHWY GHVLIJQDWHG DW IDLU YDOXH WKURXJK SURILW RU ORVYV é é

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

JLOQDQFLDO DVVHWY DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH

J)LQDQFLDO DVVHWYVY 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

QYHVWPHQWYVY LQ MRLQW YHQWXUHY DQG DVVRFLDWHYV

$VVHWV FRYHUHG E\ LQVXUDQFH DQG UHLQVXUDQFH FRQWUDFWV é

7DQJLEOH DVVHWYV

,QWDQJLEOH DVVHWYV

7D[ DVVHWYV

2WKHU DVVHWYV

7RWDO DVVHWYV

/LDELOLWUHYNGRZQ E\ FODVV RI OLDELOLWLHY DFFRUGLQJ WR WKH EDODQFH VKHHW RI WKH DXGLWHG
ILOQDQFLDO VWDWHPHQWYV

JLODQFLDO OLDELOLWLHVY KHOG IRU WUDGLQJ

JLOQDQFLDO OLDELOLWLHYVY GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU ORVV

J)LODQFLDO OLDELOLWLHY DW DPRUWLVHG FRVW

)DLU YDOXH FKDQJHV RI WKH KHGJHG LWHPV LQ SRUWIROLR KHGJH RI LQWHUHV& UDWH ULVN é

'HULYDWLYHV ¢ +HGJH DFFRXQWLQJ

/LDELOLWLHYV KHOG IRU VDOH

/ILDELOLWLHY XQGHU LQVXUDQFH FRQWUDFWYV

SURYLVLRQV

7D][ OLDELOLWLHV

6KDUH FDSLWDO UHSD\DEOH RQ GHPDQG é

2WKHU OLDELOLWLHV

7RWDO OLDELOLWLHYV

220 IXQGV
(TXLW\ RI ZKLFK
1TRWH LWHP D RI WKH QR
&DSLWDO WKH *URXS V ILQDQFLDO VW]
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) . LRWH LWHP E RI WKH QR
6KDUH SUHPLXP & € WKH *URXS V ILQDQFLDO VW]
TRWH LWHP G RI WKH QR

2WKHU LWHPV Rl HTXLW\ WKH *URXS V ILQDQFLDO VWI
1RWH LWHP F RI WKH QR

SHWDLQHG HDUQLQJV WKH *URXS V ILQDQFLDO VW|I
1RWH LWHP F RI WKH QR

2WKHU UHVHUYHV WKH *URXS V ILQDQFLDO VW|
1RWH LWHP H RI WKH QR

2ZQ VKDUHYV WKH *URXS V ILQDQFLDO VW|
3URILW RU ORVV DWWULEXWDEOH WR RZQHUV Rl WKH SDUHQW FRPSDQ\ %NRKVY*H*Ungv'j,PHJQD%IFVLVSOH M
TRWH LWHP K RI WKH QR

yQWHULP GLYLGHQGYV WKH *URXS V ILQDQFLDO VWI
2WKHU DFFXPXODWHG FRPSUHKHQVLYH LQFRPH RN IRL'QVE‘)’S';L%%WVHV\\I/DV\\/’V'

7RWDO HTXLW\

727%/ (48,7< $1' 1,$%,/,7,(6

YLIXUHV LQ WKRXVDQGYV RI
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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 &DUU\LQJ DPRXQWYV RI LWHPYV
&DUU\LQJ DPRXQWQGHY WKH GXEMHEW TRW VXEMHT
WKH [LQDQFLOBUXGHQWIE@MHFW WR FFRGOM kU S ROYAM HFW W RS WEHH FW WRDUHKROGH!
VWDWHPHQWFRQVROLGDWLRB®PHZRUN FURGLW ULGRFXULWLYPWURGW WHMNXLUHPHQW

IUDPHZRUNIUDPHZRUNWR GHGXFWL

JURXS IUDPHZRUN VKDIUHKROGHIL

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

&DVK FDVK EDODQFHV DW FHQWUDO EDQNV DQG RWKHU GHPDQG GHSRVLWYV

JLQDQFLDO DVVHWYV KHOG IRU WUDGLQJ

J)LQDQFLDO DVVHWYV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU ORVV

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

JLQDQFLDO DVVHWYV DW IDLU YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPHDb

J)LQDQFLDO DVVHWYV 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

L QYHVWPHQWYVY LQ MRLQW YHQWXUHV DQG DVVRFLDWHYV

$VVHWV FRYHUHG E\ LQVXUDQFH DQG UHLQVXUDQFH FRQWUDFWYV

7DQJLEOH DVVHWYV

,QWDQJLEOH DVVHWV

7D[ DVVHWYV

2WKHU DVVHWYV

727%/ $66(76

D E F G H | J
&DUU\LQJ DPRXQWV RI LWHPV
&DUU\LQJ DPR&BWW\ pQJ DPRXQWYV 6XEMHEW 1RW VXEMHFW WR

SXEOLVKHG LQ Wx@HU WK MHEW WR WRR XRUMIGILS\D \MHFW WR6 MWBNHHFW WRDUHKROGHUV HTXL

ILODOFLDO VWD WHEGHRWL X ULWLVPWURGW WHMNKLUHPHQWY RU VXE
QbQ FROVROLGDW R 'UDPHZR}FU”DHP?_'LZV;UU,\IL UDPHZRUNIUDPHZRUNWR GHGXFWLRQ IURP

JURXS VKDUHKROGHUV HTXL

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

JLQDQFLDO OLDELOLWLHV KHOG IRU WUDGLQJ

J)LQDQFLDO OLDELOLWLHV GHVLJQDWHG DW IDLU YDOXH WKURXJK SURILW RU ORVV

JLQDQFLDO OLDELOLWLHV DW DPRUWLVHG FRVW

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

'"HULYDWLYHV € +HGJH DFFRXQWLQJ

/LDELOLWLHV KHOG IRU VDOH

/ILDELOLWLHV XQGHU LQVXUDQFH FRQWUDFWYV

BURYLVLRQV

7D[ OLDELOLWLHV

6KDUH FDSLWDO UHSD\DEOH RQ GHPDQG

2WKHU OLDELOLWLHYV

727%/ 1,.$%,/,7,(6

JLIXUHV LQ WKRXVDQGV RI |
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$V GHVFULEHG LQ WKH SUHYLRXV SRLQW DW WKH HQG RI '"HEMPEMRWH 8QWKWHHGVRHUOHQYHVKEHWDHHM RI WKH GLIITHUHQT

FROXPQ D DQG E RI WDEOH /, DFFRXQWLQJ DQG SUXGHQWHDSXE®IQNRDOBGRWHRKRWRWQ QN D EPHOOLRQ

HXURV ZLWK WKH SUXGHQWLDO EDODQFH EHLQJ KLJKHU _F VSR Q R Yl % VLQHV

DJUHHPHQW EHWZHHQ %DQNLQWHU &RQVXPHU )LQDQFH ()6%’FIS (%34 P (253 R E 5¢VARY oo OLDELOLW

GLIIHUHQFHV LQ WKH LWHPV DUH H[SODLQHG EHORZ GLII Q H HQ "W F LQJ DPRXQW LQ WKH SU.
DPRXQWY FRQVLGHUHG IRU UHJXODWRU\ SXUSRVHV ZLWK

7KH JURXS RZQV RI' WKH FRPSDQ\ 8QLYHUVR ,0( SKKI5 RXBEWODP RKW W g P WM\QRV V PLOOLRQ HXURYV
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\ RI 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 DVVHWYV DW DPRUWLVHG FRVW ZKLOH
RI WKH ORDQ LV HOLPLQDWHG LQ WKH SUXGHQWLDO EDODQFH VKHHW

RI WKH DVVHWY DQG OLDELOLWLHV RI WKLV FRPSDQ\ DUH LQFOXGHG LQ WKH *URXS V
SUXGHQWLDO EDODQFH VKHHW SULPDULO\ ILQDQFLDO DVVHWYV DQG OLDELOLWLHYVY DW DPRUWLVHG FRVW
WKDW GR QRW DSSHDU RQ WKH SXEOLF EDODQFH VKHHW VLQFH WKH\ DUH UHFRJQLVHG XVLQJ WKH
HTXLW\ PHWKRG DQG WKHUHIRUH LQFOXGHG LQ WKH FRVW RI WKH KROGLQJ

JLQDOO\ Rl 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
FROQWULEXWLRQ RI WKH UHVXOWY RI FRPSDQLHV XVLQJ WKH HTXLW\ PHWKRG

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

"LIIHUHQFHV LQ YDOXDWLRQV

"LIIHUHQFHY GXH WR GLIIHUHQW QHWWLQJ UXOHV RWKHU WKDQ WKRVH LQFOXGHG LQ URZ
"LIIHUHQFHY GXH WR FRQVLGHUDWLRQ RI SURYLVLRQVb

"LIIHUHQFHY GXH WR WKH XVH Rl FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV

"LIIHUHQFHY GXH WR FUHGLW FRQYHUVLRQ IDFWRUV

"LIIHUHQFHY GXH WR VHFXULWLVDWLRQV ZLWK ULVN WUDQVIHUb

2WKHU GLIIHUHQFHYV

(ISRVXUH DPRXQWV FRQVLGHUHG IRU UHJXODWRU\ SXUSRVHV

JLIXUHV LQ WKRXVDQGV RI |

1RWH RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYVY IRU WEHUH@PHURBHBOD\GI® WD %D GHMVFWHEHFUWRAK ZDV HVWDEO

PRVW VLJQLILFDQW HYHQWYV ZLWK DQ LPSDFW RQ WKH *URXS V FRIQMRWOL GREIRPWERSOM WE&OBWWRFXUOHGDIOQUHODWLRQ

ZH DOVR SUHVHQW WKH PRVW VLJQLILFDQW HYHQWYV RI WKH BHMXDRXWILQKGFPHO D UZHDKLAKWDUHQHG 7KLV EUD

GHWDLOHG EHORZ HVWDEOLVKPHQW LQ ,UHODQG DQG KDV WDNHQ RYHU W

2Q  -XQH WKH ERDUGV RI GLUHFWRUV RI (92 %DQFR 6 3 QWF&DV Q,ﬁl pl‘0§ Q{VKD gxué\é?égg\LR%QDth@VwﬁjH:

IRUPXODWHG WKH MRLQW SURMHFW IRU WKH PHUJHU E\ Q/% ¢ %)SL gv\%o PHOWY VLOFH $YDO
%DQNLQWHU %DQNLQWHU V ERDUG Rl GLUHFWRUV DSSURY \% \E é) |-¢D TN U th/lo ONLOWHU *URXS

DFFRUGDQFH ZLWK $UWLFOH RI 5R\DO 'HFUHH /DZ 7KH PHUJ VX EMITEW

DXWKRULVDWLRQ IURP WKH OLQLVWU\ RI (FRQRP\ ZKLFK 6ZD\Y MWHH WMHWWXDO1RYHPEHUWRXS VXEVLGLDU\ %DQNLQV

7KH GHHG RI PHUJHU ZDV VLJQHG DQG ILOHG ZLWK WKH\ SRIPAHUKURY 58QLSWWYR@DO ZDV ZRXQG XS OLTXLGD\

$SULO 7KH HIIHFWLYH GDWH IRU DFFRXQWLQJ SXUSRVHZDLV ZKRQ®ODWRZQHGDBS®DQNLQWHU 6 $ 7KH OLTXLGDYV

WKH PHUJHU UHWURDFWLYHO\ WR WKDW ILQDQFLDO \HDU VK&Q/7LEQ\®WJIUPSLRQ RRQ YORHWFIRQAMROLGDWHG ILQDQFL

WRRN SODFH LQ WKH WKLUG TXDUWHU RI 7KLV RSHUDWfRQ@$%§%§;%§SBEV¥0V?§IKbHQ Q/F 8UG RI GLUHEWRUYV
L

VWDWHPHQWYV RI WKH SDUHQW FRPSDQ\ %DQNLQWHU 6 § , v
D \ V RI FRQVXPHU OH
0,
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV VLQFH (92 %DOQ L% Jl)l/J-bly 0 K\?-'HGG B ;%IW DS DELGLWLEY WHi

0 *
FRQVROLGDWLRQ SHULPHWHU RI %DQNLQWHU *URXS ZKROO\ RZQHG FRQVXPHU VXEVLGLDU\ %DQNLQWHU &I
2Q $suULO WKH ERDUGV Rl GLUHFWRUV Rl %DQNLQWHUWKI$ ERIXWGYDRIHGW ARWRLO\ RI %DQNLQWHU DQG %DQN
%DQNLQWHU *URXS DQG $YDQWFDUG '$& D VXEVLGLDU\ ARPSIHFAWINROPHURBAQHSUEMHFWY DQG WKH SHUWLQHQV
%DQNLQWHU 6 $ DJUHHG WR FDUU\ RXW D PHUJHU E\ DRERUBWHE WKHXWHQRWIDQ® LRISDELOLWLHY ZLOO E
$YDQWFDUG '$& LQWR WKH VWUXFWXUH RI %DQNLQWHU 6 H[S BB\ HIGP B/RREH FR MKOIH WHGBX § WU L Q J
SURILWDELOLW\ DQG HIILFLHQF\ 2Q $SULO %DQNLQWHU 6 $ DQG $YDQWFDUG '$&
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Q JHEUXDU\ (92 %DQFR 6 $ 8 FDUULHG RXW D FBSHTXOWIQGUMHBWIDWRU LD QRPLODWVOULQJ PDQDJLQJ DQG FRQ
DPRXQW RI PLOOLRQ HXURV DQG DQ LVVXH SUHPLXP RURX8L\0 EXRQ HIXVIMHN ZKLPK DPOLRRIAMG RI WKH ERDUG RI W
LW WR LQFUHDVH LWV VKDUHKROGHU HTXLW\ E\ PLOCD-ILVFWJDEOLVKHV WKH EDVLF PHFKDQLVPV DQG SULQFLSOHV Il

*
,Q %DQNLQWHU DQG /LEHUW\ 6HIJXURYV UHDFKHG DDF |1| HP % HJY:B EF?IEI/UVSUISOIVVI?:L%VVWWKDHNHL
WKH LQVXUDQFH EXVLQHVV WKURXJK WKH FRPSDQ\ % IE D‘Bé(ll_l\{_ O VWUHQJWK RQ D VXVV

6 $ +RZHYHU WKH SDUWLHV ZLWKGUHZ IURP WKLV DJ
FROER

2Q  -XQH WKH ERDUGV Rl GLUHFWRUV RI %DQNLQ|ZW$%%¢¥»I§)GEV%% JERMUIQRQ F
%DQNLQWHU *URXS DQG (92 %DQFR 6 $ 8 D VXEVLG “HEVLWH GHWDLC
%DQNLQWHU 6 $ DJUHHG WR FDUU\ RXW D PHUJHU % [Qf : 5? WR LWV DEWLYLWH
(92 %DQFR LQWR WKH VWUXFWXUH RI %DQNLQWHU E6X IRE X QP WK §v WKH VRXUFEHY RI ULVN

SURILWDELOLWY DQG HIILFLHQF\ RU LQ FRPELQDWLRQ ZLWK RWKHUV PLJKW VLJQLILFDQWO
2Q $SULO WKH ERDUGV Rl GLUHFWRUV Rl %DQNLSEWWHWWLEBEXODWKH-¥BDVYHOW BRF¥EDQDORIFH LQ UHODWLRQ WR U
%DQNLQWHU *URXS DQG $YDQWFDUG '$& D VXEVLGUIRWHRPED X ZKHK PRAGCGREZHHK®O EWLRQV JRYHUQLQJ DFWLRQV |
%DQNLQWHU 6 $ DJUHHG WR FDUU\ RXW D PHUJHU E\ LOWHJUDWLRQ WKXV LQFRUSRUDWLQJ

$YDQWFDUG '$& LQWR WKH VWUXFWXUH RI %DQNLQWHU 6 $ DQG LPSURYLQJ WKH *URXS V

SURILWDELOLW\ DQG HIILFLHQF\

%DONLQWHU *URXS FRQGXFWYV EXVLQHVYV LQ DFFRUGDQFH Zl1

7KHVH FRQVWLWXWH LWV FRL
6XEVLGLDULHV ZLWK VKDUHKROGHUV HTXLW\ EHOR%LW%@%S@Hg RIEG IRY DSSOLFDEDH UXOHY DOG UH
1RQH Rl WKH VXEVLGLDU\ LQVWLWXWLRQV LQFOXGHG LQ WKRDRPIWVR E QED RIHBEOQ XK SILNVWNVOWMKDEY BRXRGW BREVH LQ WK

VKDUHKROGHUV HTXLW\ EHORZ WKH PLQLPXP UHTXLUHG E\ WI%F\N[P(%%OILIB%E%K?-IHJLIJﬁQQV\{(WD ULVN PDQDJHPHQW DQG

7KHUH LV QR FXUUHQW RU IRUHVHHDEOH OHJDO RU SUD FWLSROXR RELBWOH ORU UUWVOH E B W0 VY WREHWQUDQYVIRUIJRQLVDWLF

VKDUHKROGHUV HTXLW\ RU UHSD\PHQW RI OLDELOLWLHV ERRUZSIRGODWKHIR X HVR®OIQHH Y OAWHRY XA LR QW dEd M2KiKs DW DO
SDUHQW FRPSDQ\ FRUSRUDWH ERGLHV RI %DQNLQWHU ,W IXOILOV WKH IROORZ

([HPSWLRQV WR FDSLWDO FKDUJHV DW DQ LQGLYLGXDO RU VXE FRQVROLGDWHG
OHYHO

%DQNLQWHU *URXS DVNHG %DQN RI 6SDLQ IRU D ZDLYHU IRU WKH DSSOLFDWLRQ RI SUXGHQWLDO
UHTXLUHPHQWY RQ DQ LQGLYLGXDO EDVLV WR %DQNLQWHU 6 $ DQG %DQNLQWHU &RQVXPHU )LQDQFH

()& 6% IRU UHDVRQV RI HIILFLHQF\ DQG EHWWHU PDQDJHPHQW DQG JLYHQ WKDW WKH *URXS V
FKDUDFWHULVWLFV JXDUDQWHH WKH DGHTXDWH GLVWULEXWLRQ RI VKDUHKROGHUV HTXLW\ EHWZHHQ WKH

SDUHQW FRPSDQ\ DQG WKH VXEVLGLDU\ DQG WKH IUHH PRYHPHQW RI IORZV DQG FRPPLWPHQWYV

ZLWKLQ WKH *URXS 7KH %DQN RI 6SDLQ DXWKRULVHG ERWK H[HPSWLRQV E\ PHDQV RI D OHWWHU VHQW

WR WKH (QWLW\ GDWHG 2FWREHU ZKLFK UHPDLQV L Q7KRUBHV KQREHID WKHH Y WSHIQ E LVRRW UROWKNWHP LV DSSOLHG |
(&% DQG LQFOXGHY WKH IROORZLQJ FRUH HOHPHQWYV

5LVN PDQDJHPHQW DQG FRQWURO VA\VWHP ULVN PDQDJHPHQW SROLFLHV DQG
REMHFWLYHYV

4XDOLW\ ULVN PDQDJHPHQW LV HVVHQWLDO IRU WKH EXVLQHVV RI DQ\ FUHGLW LQVWLWXWLRQ DQG LQ
SDUWLFXODU WKRVH OLNH %DQNLQWHU *URXS ZKLFK FDUU\ RXW WKHLU DFWLYLW\ PDLQO\ LQ WKH UHWDLO
VHFWRU DQG FRQVLGHU WKH WUXVW RI WKHLU FXVWRPHUY DQG VKDUHKROGHUVY WR EH D FRUH YDOXH
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,QIRUPDWLRQ RQ WKH PDLQ ILQDQFLDO DQG QRQ
IRXQG LQ VHFWLRQ Rl %DQNLQWHU *URXS V
DYDLODEOH RQ WKH FRUSRUDWH ZHEVLWH

7KH ULVN PDQDJHPHQW DQG FRQWURO V\VWHP DW %DQNLQW
DQG WKH UHVSRQVLELOLW\ RI LWV JRYHUQLQJ ERGLHV ZKL
WKH ULVN VWUDWHJ\ DQG IRU FRQWLQXRXVO\ PRQLWRULQJ D

ILQDQFLDO ULVNV IDFHG E\ %DQNLQWHU *URXS FDQ EH
DQQXDO FRUSRUDWH JRYHUQDQFH UHSRUW ZKLFK LV

%DQNLQWHU *URXS V ERDUG RI GLUHFWRUV KDV WKH QRQ
PDQDJHPHQW DQG FRQWURO IUDPHZRUN WKDW WDNHV LQWR
ILQDQFLDO LQFOXGLQJ WD[ ULVNV WKDW PD\ DULVH DQ¢
LQIRUPDWLRQ DQG FRQWURO V\VWHPV

7KH ERDUG Rl GLUHFWRUV DOVR DSSURYHV DQG UHJXODUO
ZKLFK GHILQHV WKH ULVN DSSHWLWH DQG WROHUDQFH WK
DFWLYLWLHYV 7KH IUDPHZRUN FRQWDLQV D VHW RI NH\ PHWU
WKH TXDOLW\ DQG UHFXUUHQFH RI HDUQLQJV OLTXLGLW\ L
WROHUDQFHY DQG OLPLWY DUH GHILQHG IRU HDFK RI WKH PF

JRU WKH SURSHU SHUIRUPDQFH RI WKHVH ULVN PDQDJHPHQ
ERDUG Rl GLUHFWRUV KDV HVWDEOLVKHG GLIIHUHQW FRPPL
LWV |XQFV\'_L|_LROH\/7I"K(HG UHIXODWI Rﬂ\/|FR||Wo|O-QERQWGLRDGHUD-N
WKH FRPSDQ\iV ZHEVLWH WRJHWKHU ZLWK WKH RWKHU GRF
7KH H[HFXWLYH GLUHFWRUV DUH UHVSRQVLEOH IRU H[HUFLV
GLUHFWRUV Rl %DQNLQWHU SHUIRUPLQJ PDQDJHPHQW IXQF
SURPRWLQJ ULVN PDQDJHPHQW LQ DFFRUGDQFH ZLWK WK
VWDWHPHQW DQG ULVN FXOWXUH HVWDEOLVKHG E\ WKH ERD

7KH DQQXDO FRUSRUDWHI JRZKHBRDQYFBYDHOPEWH RQ %DQN
ZHEVLWH FRQWDLQV D GHWDLOHG GHVFULSWLRQ RI WKH FR
FRPPLWWHHY DV ZHOO DV RI WKH PHPEHUV WKDW FRPSUL
SURIHVVLRQDO H[SHULHQFH DQG WKHLU SRVLWLRQV ZLWK
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GHVFULEHV WKH VHOHFWLRQ VXFFHVVLRQ SHUIRUPDQFH DSSUDLWR® DWGE JOMKIHRIQS D RRH K\HHOVI LEHF RROL FIRMY 6XSHUY
WKH UHSRUW GHVFULEHV WKH GXWLHV RI WKH ERDUG DQG $¢WNRFRRAPAWWHHY LQ UHODWLRQ WR ULVN
PDQDJHPHQW DQG FRQWURO

BUXGHQFH LV WKH KDOOPDUN RI %DQNLQWHU *URXS V OHQG
6HQLRU PDQDJHPHQW GHILQHG LQ DFFRUBDQEHQWHVK *WRHS/MER ¥ 6V WRK@VFRVWRPHU V YHULILHG VROYHQF\ DQG FDSDF

[ERUSRUDWH JRYHUWKRERHLBROBLISFURYHG E\ WKH ERDUG RI GLYHBWRWYL P DR YHOWF LY6B@VDQG WDNLQJ RQO\ RUGLQDU\

RQ ULVN PDWWHUV WKURXJK WKH FRUUHVSRQGLQJ LQWH U@ FRAF LRV FHHD/U b @ WAKH O bWV ¥ QFH PFRIMWLGHUHG D VHFRQC
SDUWLFLSDWH ZKLFK DUH GHVFULEHG EHORZ 6HQLRU PDQDJHPHQW LV DGYLVHG E\ WKH &RUSRUDWH

&RQWURO DQG &RPSOLDQFH GLYLVLRQ ZKLFK H[HUFLVHV WKH PORXSFPMHWYW N PHYGD PHYPLRSQW R K Q¥EfH R Hsg W ULVIN LV DF
GHFLVLRQV WKDW LPSDFW WKH HQWLW\ V ULVN VWUDWHJ\ D&®UAYWHIKs BWwWKH ERUWURRKHYIR IDWHK WEKOWRG! DWBQFH RI

&RPSOLDQFH GLYLVLRQ UHIHUV DQ\ GHFLVLRQV LW FRQVLGNOVXHRMIG \OHRAB@H Y N F BYILHEMA W KMOV® IID@ YHFRYLWLHV RL
WKH ULVN DSSHWLWH WR WKH FRPSHWHQW ERG\ ERWK RI WKH FRXQWHUSDUW\ DQG JXDUDQWRUVY WKDW KDYH

8QGEUDQNI QWHU *URXS v ERUSIRUDKIH KR WHD9DQFEBESOROR B\ MRWHP RRUISROWRWHOV DERXW ULVN PLWLJDWLRQ DQG KHGJLQJ
ZHEVLWH %DQNLQWHU FDQ FUHDWH WKH LQWHUQDO FRPPLPWWRHWRZV¥KHP K &YHH HW Kidh w RYNGE- @RHE WRIGIIFYYLYHQHVYV RI Kt
GXWLHV WKDW LW FRQVLGHUV QHFHVVDU\ WDNLQJ LQWR DRHRWRGW HEKE DUWIFR QD HY RE HRILWMKHQ &P D P BRVHLWHIHU WR

LQ LQWHUQDO RSHUDWLRQV KDYLQJ DW DOO WLPHV WKRVH UHTXLUHBRE\GRARPIFRR O HUHEWP RWYRPHQDIHPHOW SROLF\
7KHVH FRPPLWWHHV FDQ EH FODVVLILHG LQWR WKH IROORZLQJQM%WLL.H_(E\Q FuYEFR UL P PR LIDWLRO WHFEKQL
FRPPLWWHHV FRPSULVLQJ D PHPEHU Rl WKH ERDUG Rl GLUHFWRUV'DQG VHQLRU %DQDJHUV DQG RU

RIILFHUV UHVSRQVLEOH IRU WKH LVVXHV GHDOW ZLWK LQ WKH FRPEKW®WBRHWIBOIGY WML FW KRIU\E KH K BIONFHR RILW W RIBPWDJIHPHQ
FRPSULVLQJ VHQLRU PDQDJHUV RI WKH HQWLW\ DQG WKRVH UW@&%%%E%?WF&&%WUDWV@(@B VYJIiH

FRPPLWWHHY GHDO ZLWK $ IXOO GHVFULSWLRQ RI WKHVH FRPPLW Q | Q Vl-ll' LF?Q XI\IWKH

[ DOQXDO ERUSRUDWH JRYHUQDQFH UHSRUW 6WUXFWXUDO LQWHUHVW UDWH DQG IRUHLJQ H[FKDQJI
7KH DERYH VA\VWHP LV VXSSOHPHQWHG E\ RWKHU LQWHUQDO BERGLHWXRGDRY B ® DXQCLIQON KULYNFWLRQV IRU

PRQLWRULQJ WKH GLIITHUHQW ULVNV ZKLFK PD\ GHYHORS WHFKQLFDO SURFHGXUHV WKDW FRPSOHPHQW
WKH JHQHUDO SROLFLHY DQG SURFHGXUHYVY DSSURYHG E\ WKH FRUSRUDWH ERGLHY GHVFULEHG DERYH

5LVN PDQDJHPHQW DQG FRQWURO DW %DQNLQWHU IROORZV D PRGHO EDVHG RQ WKUHH OLQHV RI GHIHQFH

7KH PRGHO LV EDVHG RQ WKH LQGHSHQGHQFH DQG VHSDUDWLRQ RI IXQFWLRQV EHWZHHQ WKH YDULRXYV
EXVLQHVV XQLWV DQG ULVN PDQDJHPHQW DQG FRQWURO XQLWV %DQNLQWHU QRW RQO\ DGRSWV WKLV PRGHO

DV D VWDUWLQJ SRLQW EXW DOVR UHLQIRUFHV LW RQ WKH EDVLV RI D VROLG DQG WUXO\ HIIHFWLYH ILUVW OLQH
WKDW JLYHV JUHDWHU LQGHSHQGHQFH DQG DXWKRULW\ WR WKH VHFRQG OLQH RI GHIHQFH WR TXHVWLRQ
GHFLVLRQV WKDW DIIHFW WKH HQWLW\ V ULVN H[SRVXUH QRW RQO\ LQ WKH DUHD RI ILQDQFLDO ULVNV EXW DOVR
QRQ ILQDQFLDO ULVNV 7KLV SURYLGHV WKH ERDUG RI GLUHFWRUV DQG VHQLRU PDQDJHPHQW ZLWK D
KROLVWLF YLHZ WKDW DOORZV WKHP WR XQGHUVWDQG DQG PDQDJH WKH HQWLW\ V ULVN SURILOH

7KH WKUHH OLQHV Rl GHIHQEIRWRGH W R\WEMVE UILFREMRQLGDWHG ILQDQFLDO
mmm@WFWL@JRYHUQDQFH UHSRUW

JLIOODU  'LVFORVXUHV 5HSRUW



%DONLQ3LOODU 'LVFORVXUHV 5HSRUW



2WKHU\ DFFXPXODWHG LQFRPH ZKLFK EDVLFDOO\ Ul
DVVRFLDWHG ZLWK ILQDQFLDO DVVHWY DW IDLU YDOXH

7LWOH , RI 3DUW 7ZR RI 5HJXODWLRQ (8 Rl WKH (XURSHN® P3 bl D@HH WDWHcCR| I MKHQFHY DQG IURP LQVWLW
&RXQFLO PRGLILHG E\ 5HIJXODWLRQ (8 &55 GHILQHYV PWIMKREG | IHUG &Y Ky U@ XRWLRQ DGMXVWPHQWYV
FDSLWDO DQG WKH LWHPV WKDW FRQVWLWXWH WKH LQVW LWXWERE ¥ RLF X XRC W WH¢M@¢|@H\6R95H\9§LV PDQQH!
UHJXODWLRQV 5HJXODWLRQ (8 RI WKH (XURSHDQ &HQ WDy PREW HVWDEOLVKHV WKH RSWLRQ

DQG GLVFUHWLRQV WKDW LQ UHODWLRQ WR WKH SUXGHQWLDO UHTXLUHPHQWYVY RI FUHGLW LQVWLWXWLRQV DUH
H[HUFLVHG E\ WKH 6XSHUYLVRU VSHFLI\LQJ WKH WLPHOLQHV IRU, QWH®EXbEODS Y VHIWL RZG WRKUWKKHHHRXOWLRQ RI ,7 SUR
RI FHUWDLQ LWHPV DV VKDUHKROGHUV HTXLW\ YDOXHG DQG WKH YDOXH RI ZKLFK ZRXOG QRW EH LPS

OLTXLGDWLRQ RI WKH LQVWLWXWLRQ

(OHPHQWV WKDW FRQVWLWXWH VKDUHKROGHUV HTXLW\\ROoGLQJV RI LQVWUXPHQWY HOLJLEOH DV FRPPRQ HTX
8QGHU VROYHQF\ UHJXODWLRQV WKH *URXS V 6KDUHKROGHUV (THEHA LYWW XWh R KR Q@Y G#U*b':d\bO\ LQGLUHFWOL |
WLHU 7 FDSLWDO ,Q WXUQ WLHU FDSLWDO FRQVLVWYV RIVRPWRGKHHRAMWLWXMERQ £V WpRFE XLUH EV YLUWXH RI
DGGLWLRQDO WLHU FDSLWDO $7 FDSLWDO 7KH VKRUWIDOO LQ SURYLVLRQV LI DQ\ UHVXOWLQJ

&RPPRQ HTXLW\ WLHU  &(7 LV FRQVLGHUHG ILUVW FODVV TxDA&LIFAMHEE vPRY {RRP RS9 VOR WUD*E[\?FEWQ‘WEMdRU ZKLFK P
FDSDFLW\ &(7 LQVWUXPHQW KROGHUV DUH VXERUGLQDWHG WR ﬁ/@(@l':?fﬁ W RS %N\/@QJFBQ&’H\HQQ\Q Y8 e éY%JDVHG 5%

$7 DQG 7 LOVWUXPHOW KROGHUV DVVRFLDWHG ZLWK WKR SRVXUH WKH VKRU
IURP LOVXIILELHQW VXSHUYLVRU FRYH DJH Rl QRQ SH

$GGLWLRQDO WLHU FDSLWDO $7 RQO\ KDV SUHIHUHQFH LQ WKH RUGHU ?W D\PHQWY LQ
RK\HQ}Q L},QVWLQQQQ LDO VHFWRL

FDVH RI LQVROYHQF\ RYHU &(7 LQVWUXPHQW KROGHUYV UHPDL%pO@ DﬁﬁE(IQLY"GBQDWIPéJ
FUHGLWRUV Rl WKH ,QVWLWXWLRQ LQFOXGLQJ 7 LQVWUXPHQW K KDV D VLJQLILFDQW L
WKUHVKROG RI RI &(7 LQ DFFRUGDQFH ZLWK $U\

/IDVWO\ WLHU FDSLWDO 7 DEVRUEV ORVVHV DIWHU LQVWUXPHQWYV &(7 DQG 7 DQG LW UHPDLQV
VXERUGLQDWHG WR WKH UHVW RI EDQN FUHGLWRUV ,WV ORVYV DE$VRUSWLRQDFDSDFLW\ LV WKHUHIRUH ORZHU

GLWLRQDO YDOXDWLRQ DGMXVWPHQWYV WKDW DULVFH
&RPPRQ HTXLW\ WLHU DFFRXQWHG IRU DW IDLU YDOXH LQ DFFRUGDQFH ZL
FDOF I $9$V %DQNLQWHU X\
0,
%DQNLQWHU V FRPPRQ HTXLW\ WLHU  &(7 DV HVWDEOLVKHG LQ WH gﬁsﬁJHﬁﬁ Hﬁd;g%@g?\)’“/% Fﬁsz PR ARG
7KH %DQN V VKDUH FDSLWDO YDOXDWLRQ DGMXVWPHQWV
6KDUH SUHPLXPV DVVRFLDWHG ZLWK WKH VKDUH FDSLWDO ,WHPV WKDW PXVW EH GHGXFWHG IURP DGGLWLRQDO )
$FFXPXODWHG JDLQV LQ DFFRUGDQFH ZLWK $UWLFOH F \%K'%HSP)Y&VS‘W "Hg-RQ@ V PGGLWLRQDO WLHU  FDSLWDO

DV PRGLILHG E\ &55 DYDLODEOH WR WKH LQVWLWXWIGREQ WRB QCQJ MW UL FRMOHSG VD@ LPPHGLDWH

XVH WR FRYHU ORVVHVY W DOVR LQFOXGHV WKH UHVHE}QBF('QY\II_Ré\)VgMVY/LWé((\é\/LL\BLQR\’/Q%FOFM%WH%&%HV\?B&VK{% DV HVWD

HTXLW\ PHWKRG

QWHULP SURILW DFFXPXODWHG RYHU WKH FRXUVH RI gﬁgﬁ/ HF 3& (%SNEQ \gXPHQWV ZKLFK
SUXGHQW FRQVROLGDWLRQ VFRSH DQG QHW RI WKH IRUH\y b q[gg WHULVWLEV VH\
DIJDLQVW WKH ILQDQFLDO \HDU V SURILW 7KHVH SURYLVLR TPQ QRZ WLHU  FD
\HDU DUH YHULILHG TXDUWHUO\ E\ WKH VWDWXWRU\ DXGL 30‘9 DUH RQO\ LQFOXGHG DV

FRPPRQ HTXLW\ WLHU DIWHU UHFHLYLQJ DXWKRULVDW'-R@KHRV)DWKHLRM WRHYHVLERWIWRFPH W LYV GHWHUPLQHG E

VXSHUYLVRU
7KH FKDUDFWHULVWLFV RI LVVXHV RI SRWHQWLDOO\ FRQYH
WLHU FDSLWDO &7 DW 'HFHPEHU DUH GHWDLOHG LQ
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$GGLWLRQDO WLHU FDSLWDO PXVW EH DGMXVWHG E\ WKH IRO®RRIXQIW: RGXAFRMOBRKROGHUYV HTXLW\

'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI RZQ 7/H E@WWNER&QV\D\QEH:CRRD(SH_\Q_JNWRQ*@RX@:QNLQWHU *URXS V
LQVWLWXWLRQV LQFOXGLQJ WKH $7 LQVWUXPHQWYV WKDW WKH LOVWLWXWLRQ PDV EH IRUFHG WR
DFTXLUH DV D UHVXOW RI FXUUHQW FRQWUDFWXDO FRPBR¥RWQRJWOLJLEOH RZQ IXQG

"LUHFW LQGLUHFW DQG V\QWKHWLF KROGLQJV RI RZ( 4 4 9DULDWRBRQLDWLRQ
HQWLWLHY ZLWK FHUWDLQ OLPLWDWLRQV ZKHQ WK chp WMW%MRAQ.H@DLQQMWMQVHQWVLD]@G
LOYHVWPHQW LQ WKHVH HQWLWLHYV HVHUYH

&DSLWDO é

7LHU - FDSLWDO 5HWDLQHG HDUQLQJV
%DQNLQWHU V WLHU FDSLWDO 7 DV HVWDEOLVKHG LQ WKH 5AVKODPWLHFEE RRRYIWWYV RI

$GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWYV ZKLFK %gﬁm(\& %‘%//\QWW'HJG REGKPEPWRROV wk
WKH FKDUDFWHULVWLFV VHW RXW LQ $UWLFOH 3 @ wATAERVAS

LQVWUXPHQWY DUH UDQNHG EHKLQG FRPPRQ FUHGLWF&RPPRQ bR I 1
$GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWYV

7KH YDOXH RI WKHVH LQVWUXPHQWY LV GHWHUPLQHG %‘\G‘é/L}\/.V;LLR Eé\r\)\lwl \'IUDCI—J\%%LWDO UHIXODWRUL

)W VKRXOG EH WDNHQ LQWR DFFRXQW WKDW DFFRUGLQJvﬂ@MﬁMWE&&WVnnN|Rn LVVXHY RI HOI

LQVWUXPHQWY ZLWK OHVV WKDQ ILYH \HDUV OHIW XQWLO W 7LHU FDSLWDO &(7 $7 N\ DV
WLHU FDSLWDO DW DQ DQQXDO UDWH RI 7LHU FDSLWDO LQVWUXPHQWYV
7KH FKDUDFWHULVWLFV RI LVVXHV RI VXERUGLQDWHG ERQGMYRY1pFBI WRAWYR I IPOW RN} BBWEY W HRWY

'HFHPEHU DUH GHWDLOHG LQ WKH &&% WHPSODWH LQ _7LHU FDSLWDO

7TRWDO FDSLWDO WLHU FDSLWDO WLHU FDSLWDO
7LHU FDSLWDO FDOFXODWHG LQ WKLV PDQQHU PXVW EH D(

'LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI RZQ WILHU LOVWUXPHQWY EHORQJLQJ
*URXS HQWLWLHV LQFOXGLQJ WKH WLHU LQVWUXPH@PWERWKIZWWMKEHO 3 (QVWLWXWLRQ PD\ EH
WR DFTXLUH DV D UHVXOW RI FXUUHQW FRQWUDFWXDC7RWDO 05(/

'LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI RZQ_WLHU | OVWUXPHOWY LO ILODOFELDO "
HQWLWLHY ZLWK FHUWDLQ OLPLWDWLRQV ZKHQ WK 5LVN ZHLJKWHG DVVHWYV
LQYHVWPHQW LQ WKHVH HQWLWLHYV

& (7

7LHU

7LHU

7RWDO FDSLWDO
6XERUGLQDWHG 05(/ 75($
7RWDO 05(/ 75($

/HYHUDJH UDWLR H[SRVXUH
/HYHUDJH UDWLR

JLIXUHV LQ WKRXVDQGV R
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7KH LQFUHDVH LQ FRPPRQ HTXLW\ WLHU  &(7 LQ ZD\5 PR QPN OG DIV MRRQ W KEHH W BMHH® W DEGRXIQWLQJ RZQ IXQGV
SDUW RI WKH RUGLQDU\ SURILW IRU WKH \HDU DIWHU DSSO (OLJLEOH DPRXQWV

$GGLWLRQDO WLHU FDSLWDO $7 VWRRG DW W K R X ¥ipod 53 HOGURSY FB L WDOHFHPEHU
'XULQJ DQ LVVXDQFH ZLWK D QRPLQDO YDOXH RI P L Oib RIEP KDXUMWRMW ZPNMKIPPDGH WR UHILQDQFH é é
DQ $7 LVVXH ZLWK D QRPLQDO YDOXH RI PLOOLRQ HXURVYWEEWVADYRYHGHHPHG LQ -DQXDU\

EXW ZKLFK FHDVHG WR EH LQFOXGHG LQ FDSLWDO DW WKH WEETE W KA UV PR BY R HP O D F HPHQW H[SDQGLQJ

WKH YROXPH RI $7 HOLJLEOH DV FDSLWDO UHVXOWLQJ LQ
bbb ZQ VKDUHV

7KH FKDQJH LQ WLHU FDSLWDO LQVWUXPHQWYV LV H[SODLQHE BWW LEXWXE MU ZLOVNKLQRPLQDO YDOXH RI
PLOOLRQ LQ bbbbb,QWHULP GLYLGHQGYV

5LVN ZHLJKWHG DVVHWYV LQFUHDVHG LQ GXH WR WKH SHUWNRONBQEFHKROGMKKW HURKXG\ VS REEEEDPODQFH VKHHW
EXVLQHVV ZKLFK SDUDOOHOV WKH LQFUHDVH LQ OHQGLQJ bbbbb2WKHU DFFXPXODWHG FRPSUHKHQVLYH LQFRPH

7KH DSSOLFDWLRQ RI &55 KDG WKH IROORZLQJ PDLQ LPSDFWRWDO HTXLW\ SXEOLF EDODQFH VKHHW

bbbbb(OLJLEOH SUHIHUUHG VWRFN
7KH FUHGLW ULVN UHTXLUHPHQWYV IRU WKH ORDQ ERRN UHODWHG WR WKH FXVWRPHU EXVLQHVV

ZHUH UHGXFHG E\ WKH ORZHU UHTXLUHPHQW DssoLFUtBW-bbvyWngwtyd%bm%@vbmmvwwu WKH
IRXQGDWLRQ ,5% DSSURDFK ZKHUH LQ JHQHUDO WK SO REOHS -6 RZO
IURP WR ’

bbbbb6KRUWIDOO RI SUXGHQWLDO SURYLVLRQV DQG RI ,5%
,Q WKH *URXS V $/&2 SRUWIROLR 5:$V IRU FUHGLW ULYRUWORFUKRYVHG GXH WR WKH UHYLHZ RI

WKH FDSLWDO UHTXLUHPHQWY IRU VXERUGLQDWHG GH EW blbQ-MWWHXFGH\@ WM W X\QGBHU &55 ZKLFK DUH
QRZ ZHLJKWHG DW bbbbb,QYHVWPHQWY LQ ILQDQFLDO LQVWLWXW&RQV é

7KH QHZ PRGHO RI FDSLWDO UHTXLUHPHQWYV IRU RSHUODWRERYDY REVKNVYRDDWLVHY WKH VL]H RI

ORDQ ERRNV ZLWK KLJK LPSDFW RQ FRPPHUFLDO UHW'}'Ll’_'i‘U'_“"“' crnnon oy

7KH *URXS ZDV QRW LPSDFWWGFHKWBEWMFE]W\LNH\IQZRH.JKWI—D(E XGHV WK
DVVHWYV XQGHU &55 \HH 1LQDQ

H GLII
F

HUH E Q HYKRIX@ B G GHYDRJ Q
LQJ DQG FDVK HV

7KH UHFRQFLOLDWLRQ EHWZHHQ VKDUHKROGHUV HTXLW\ USRUNVIWED EQLWKHVSREQ@XFEH Q RY FALWRY VWIRWRNPWRWW DOORZ
DQG WKH UHJXODWRU\ FDSLWDO LV SUHVHQWHG EHORZ IRU PFBIXWDIOP B QMTVX A\ VEKHIGR VWD QOQNLQWHU KDV RQO\ PDGH XVH

IRU LQ DUWLFOH TXLQTXLHV IRU XQFRQGLWLRQDOO\ FDQF

UHTXLUHPHQW RI RI WKH FRQYHUVLRQ IDFWRU IRU WKLV
1RW XVLQJ WKLV WUDQVLWLRQDO SURYLVLRQ RQ WKH

UHGXFWLRQ RI EDVLV SRLQWV DW WKH HQG RI 7KLV

FROQWLQXHG PDQDJHPHQW ZLOO PDNH LW SRVVLEOH WR UHG)
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&DSLWDO EXIIHUV 7KH FDSLWDO FRQVHUYDWLRQ EXIIHU ZDV SKDVHG LQ IURP

WLO LW UHDFKHG XQWLO WKH \HDU HC

7KH IUDPHZRUN DSSOLFDEOH WR (XURSHDQ FUHGLW LvabW%Mv()g \(NQB\?%%LS\{_WDéXéJ)g@MQU&gyW YFhe pw
(& RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI _ -XQH RQ DFFHVV WR WKH

DFWLYLW\ RI FUHGLW LQVWLWXWLRQV DQG SUXGHQWLDO VX&HUPISS®RGDMIRQ RIV EDXHHYGHEREN GOREDHD QY \WVWHPLFDOO
"LUHFWLYH Rl WKH (XURSHDQ 3DUOLDPHQW DQG RI WKWWRROFDOOREPSRUWRIWVKRAVYWAWMMHWLRQY DUH QRW DSSOI
"LUHFWLYH (& RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKGLWRRQPICOUKTFE LUMP HPWYEREB WKHVH LWHPV

'LUHFWLYH (& RI WKH (XURSHDQ 3DUOLDPHQW DQG R 7

FRQWHQWY RI WKLV 'LUHFWLYH ZHUH LQFRUSRUDWHG LQWFF?,%S,I—_E \Agtﬁgs? (J}_?A? ?(:\:5 ’%F—l I FGPFE) QHW?(L%X VI?/LZTJXQ\[,:VSSULF\

-XQH RQ WKH UHJXODWLRQ VXSHUYLVLRQ DQG FDSLWDO EFE %3 HRI %ﬁ% |_}“]PS % Qﬁ&ﬁ?ﬁ;ﬁ&% ERPPRQ WLHU
RW Wy XODWR U W

HVWDEOLVKPHQW RI DGGLWLRQDO FDSLWDO EXIIHUV DERY QLPX
XQGHU 5HIXODWLRQ (8 &55
0,
,O DGGLWLRQ WR WKH PLQLPXP FDSLWDO UHTXLUHPHQWYV % WRMBB)HRﬁ%%%f'@E@WM@&%FH%&Y%WHGD%% VWHPLFE ULY
HVWDEOLVKHG R LVN LJK OG- LQ VLGHQWLDO

UHTXLUHPHQWY DUH GHWHUPLQHG EDVHG RQ DGYDQFHG F
&DSLWDO &RQVHUYW/'WHRREMMNFWUYH RI WKLV EXIIHU IRPDWRNBDOYKRGH QvKiWPWKRI FRPPRQ HTXLW\ WLHU FDSLWDO
LOVWLWXWLRQV KDYH FDSLWDO LQ D VXIILFLHQW DPRXIQWWI QWL B Y D GLIDv@\L WRODENRULEU oRNQWVZDY D EDVLV SRLQW)
VWUHVVHG HFRQRPLF HQYLURQPHQW DQG NHHS LW YE Pg‘_gg$P>§/% q_gQT;%ﬁ HPV%[\%% (@ D QHZ FRXQWHUF\FO
D&V\(/;NDLQ WKLV REMHFWLYH WKH FDSLWDO EXIIHU PX%BEJ-Z\EV DE\</ ﬁ,{/ R 5 %&l‘z gguLQFUHDVH WR E\ W
PLQLPXP RUGLQDU\ 7LHU FDSLWDO UHTXLUHPHQW DW WKH
&RXQWHUF\FOLFDO &DXIIMWIDWO QRWIBUSHUPDQHQW EXIIHBRLQWYHDQGLW KWK BEW LEPDWH IRU WKH HQG RI LV EDVI
UHTXLUHG RQO\ LQ PRPHQWYV LQ ZKLFK FUHGLW DFWLYIRAWXUH JWRSD W E PPMHG/ RRHYK HQ* WRXKSUW B [SRVXUH LQ 6SDLQ
MXULVGLFWLRQ ,WV SXUSRVH LV WR DFW DV D EUDN A v F 6/ K D
WKH SRVVLEOH FRQVHTXHQFHV Rl HFRQRPLF EXEEO ﬁgﬁﬁgﬁygég %&%%Wé’% EB@'?LEWQLQ/'H'IG Wl—sz FRXQWHE_
JURZWK WKLV EXIIHU LV JHUR ! HTXL L LWDO IRU H[SRVXUHV LQ 3
WKLV FRXQWHUF\FOLFDO EXIIHU KDG QRW EHHQ UHTXLUHG
6\WWHPLF 5LVNLWXIIBYXUSRVH LV WR SUHYHQW RU DFRPBRQWWKPWEF WLNNV WHITXLUHPHQW ZLOO EH UHTXLUHG L
FRXQWHUF\FOLFDO PDFURSUXGHQWLDO ULVNV LQ WKH DHYISRHOWY 7KHVH DUH ULVNV WKDW FDQ

FDXVH D GLVWXUEDQFH LQ WKH ILQDQFLDO V\VWHP ZLW%HV(I-bL{AITLR\R?V ng_LJdD\MVd'LY(yVFBIQ\A//t'J%HD%Fd_bVJﬁ%%QW RI EDSLWDO |

ERWK WKH VIVWHP DQG WKH UHDO HFRQRP} UHTXLUHPHQWY DQG DQWLFLSDWHV DQ\ SKDVHG LQ LPSOH
*OREDO 6\WWHPLFDOO\ ,PSRUWDQWLWQVWLMWWDRLRQW WHEXHHUPHQWY WR GXH WR FKDQJHV EURXJKW DERXW E\ PDL
LQVWLWXWLRQV WKDW FRQVWLWXWH D V\WWHPLF ULVN GXH WR WKHLU VL]H GHJUHH RI
LQWHUFRQQHFWLRQ ZLWK WKH UHVW RI LQVWLWXWLRQV RU QRQ H[LVWHQFH RI VXEVWLWXWH VHUYLFHV

DQG DFWLYLWLHV DV WKHLU IDLOXUH FDQ DIIHFW WKH ILQDQFLDO V\VWHP DV D ZKROH

2WKHU 6\VWHPLFDOO\ ,PSRUWDQWK,.QVBWXMWHKWLROQWVWVWWBHBUVKHG IRU
LQVWLWXWLRQV ZKRVH GHPLVH FDQ DIIHFW WKH ILQDQFLDO V\VWHP DOEHLW WR D OHVVHU H[WHQW
WKDQ WKH DIRUHPHQWLRQHG DQG WKHUHIRUH LW KDV IHZHU UHTXLUHPHQWYV

7ZR Rl WKH EXIIHUV LQFOXGHG LQ WKH DFW DUH QRW GLVFUHWLRQDU\ WKH FDSLWDO FRQVHUYDWLRQ EXIIHU
DQG WKH JOREDO V\VWHPDWLFDOO\ LPSRUWDQW LQVWLWXWLRQV EXIIHU ZKLFK DUH LQ SODFH LQ DOO
MXULVGLFWLRQV RI WKH (XURSHDQ 8QLRQ 7KH %DQN RI 6SDLQ KDV GLVFUHWLRQ WR VHW D EXIIHU IRU RWKHU
VI\VWHPLFDOO\ LPSRUWDQW HQWLWLHY DQG WKH PDFUR SUXGHQWLDO DXWKRULWLHV RI WKH MXULVGLFWLRQV LQ
ZKLFK WKH *URXS RSHUDWHY KDYH GLVFUHWLRQ WR VHW FRXQWHUF\FOLFDO FDSLWDO FRQVHUYDWLRQ EXIIHUV
DQG EXIIHUV DJDLQVW VA\VWHPLF ULVNV
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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 i J K L M N o P
*HQHUDO FUHGLW ULVN HISR&/XQHERRN H[SRVXUHV 2ZQ IXQGYV UHTXLUHPHQWYV
THLIKWLQJV,
%UHDNGRZQ E\  9DOXH Rl gpoypenp ri ORQ H RI WWREGLQWLYRWDRQYDOXH Ry pGHiOHYDBMOHYDQW FUHGLW  SLYNy b KRS gé?\l_yVWHDUOF\IE)?IlTEB
H[SRVXUH [SRV Xy &l LWULMKNH[SRVXUHV &
FRXQWU\ [SRVXWKRUW SRV L RVXUHM[SRVXUHVUHG LW HTXLW Wil
DFFRUGL LQWHUQDO YeVXUHe/HquLWLVDWRW@d‘*[SRVXLU'L.VTXLUHpHQ%ﬂ\VFHQ J
VWDQGDU S\I;V?(JR(\QLQ W%é";F‘QNNU RDEKHV HgsURHvavaL NHSRVLWLRQV LQ WKH
DSSURDFK OLVN EDQNLQJ ERRN
6SDLQ ¢
3RUWXJDO e e P
UHODQG P e e e e e
7RWDO

JLIXUHV LQ WKRXVDQGV RI |

:KHQ FDOFXODWLQJ WKH FRXQWHUF\FOLFDO FDSLWDO EXIIH&W BDVXK® FHEIMEHRRULHWRW K HB X8 KIDWQ VX E R W MR UMK IROORZ
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 H[SRVXUHY WR RWKHU ERXQWIULHV

L

UHSUHVHQWLQJ OHVV WKDQ Rl WKH DJJUHJDWH WRWDO ULVRL A A S[e7 ¥ YyyH X W YHWERPEYDQFHG PHWKRC
UHSUHYHOWLQY OHY LA B RIS PP RN 2

6\WWHPLF ULYN SHUEHQWDJH LQ 3RUWXJIDO
$W WKH HQG RI WKH UHSRUWLQJ SHULRG WKH *URXS KDGWKHAROORZLQILPSEFWRWKHTFRPPRQ
HTXLW\ WLHU UHTXLUHPHQW GXH WR WKH FRXQWHUF\FOLFDO3RXWM¥XIPY IVQVESNHRI DO NUEXOBY @ HTXLUHPHQW
YLIXUHV LQ WKRXVDQG
$PRXQW RI WKH VSHFLILF FRXQWHUF\FOLFDO FDSLWDO FXVKLRQ IRU HDFK EDQN & &\ % HXURV
D 3RUWXJDO V VA\VWHPLF EXIIHU UHTXLUHPHQW LQ WKH WDEOF
7RWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH *URXS V &(7 UDWLR

SHUFHQWDJH RI WKH EDQN V VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU

&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'TXLW
DQG WKH RWKHU RQ VXERUGLQDWHG LQVWUXPHQWV  VXERUEHOBWHE

E
UNTXLUHPHQWV DUH GHWHUPLQHG E\ WKH 6LQJOH 5HVROXWARQ 4% BT 0 C g3 1t0n oLDELOLW LAY UowLrv DQG FRPSRQ
2ZQ IXQGY DQG HOLJLEOH OLDELOLWLHV

7KH %55' FDPH LQWR IRUFH LQ 'HFHPEHU HVWDEOLVKLQY, sOOXDHT ;o BY WHHGHPRTLI ig orne olwiny
IRU FRPSOLDQFH ZLWK WKH 05(/ UHTXLUHPHQWV ZLWK DQ L H AT 2 | ST
7KLV UHJXODWLRQ DOVR HVWDEOLVKHG WKDW WKH 7RWBo D/GEPEE RN KIE BN P EQW BILMKA WILVE BN, K

PXVW EH H[SUHVVHG DV D SHUFHQWDJH Rl ERWK WKH 75($ 7RWDO 5LVN ([SRVXUH $PRXQW DQG WKH

OHYHUDJH UDWLR (TXLW\ DQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI WRWDO ULVN
(8 D2l ZKLFK Rzg |X$Gv DgG VXERUGLQDWHG OLDELOLWLHV
5HIXODWLRQ (8 DPHQGLQJ 5HJXODWLRQ (8 1R o I\-1H

DEVRUELQJ DQG UHFDSLWDOLVDWLRQ FDSDFLW\ Rl FUHGLW VAVIARL(VAANS aUVlisVatoAdals oA .
RI WKH UHJXODWLRQ LV WR HQVXUH WKH UDSLG DQG RUGHUO\ UHDEVRUSWLRQ RI ORVVHV DQG
UHFDSLWDOLVDWLRQ LQ UHVROXWLRQ SURFHVVHV ZLWK PLQIl P& YHEBAGHY VR XK R MOV LECHSCHEW (9 P THHFHOWDJIH RI WRY
VWDELOLW\ (QWLWLHV PXVW WKHUHIRUH PHHW D PLQLPXP UGB TXZ!\ZK P QRY Q R{® OWKIRIG H/K RRYG HAP WH & P XKD Y Q LVOHY

HOLJLEOH OLDELOLWLHV 05(/ GHWHUPLQHG IRU HDFK HQWLW\ SXUVXDQW WR WKH SURYLVLRQV RI 5HJX!

(8 'RHV WKH H[HPSWLRQ IURP VXERUGLQDWLRQ SURYLGHG IRU LQ $UWLFOF
D 5HJXODWLRQ (8 QR DSSO\" H[HPSWLRQ
2Q 'HFHPEHU WKH 6LQJOH 5HVROXWLRQ %YRDUG 65% GHWHUPLTQHG WRKDW % DOQNTQWHUZRXOG
KDYH FRPSO\ DW D FRQVROLGDWHG OHYHO ZLWK D WRWDO ELQGLQJ 05(/ UHTXLUHPHQW RI RI LWV
0 W RI QRQ VXERUGLQDWHG HOLJLEOH OLDELOLW\ LQVW
WRWDO ULVN H[SRVXUH 75(3 DQG RI LWV OHYHUDJH UDWLR w)([I;gRRLJjg{W(%U‘DWLE%QIDFXO(\D/V %v VHW RX\?\I LQ SUWLFOH E SDUDJUDSKQ R
7KH %DQN PXVW DOVR PHHW DQ DGGLWLRQDO VXERUGLQ LLRXE LR REN
VKDUHKROGHU V HTXLW\ DQG HOLJLEOH VXERUGLQDWH OLDELOL}Nd_BI b L WX YR QAL QW B HiHpswRAME BsThiHe Lo DFFRUGDOF
DQG RI WKH /5¢( DJUDSK RI 5GHIXODWLRQ (8 QR WKH ILQDQFLQJ DPRXQW ZlI
NLQJ DV WKH H[FOXGHG OLDELOL V DQG UHFRJQLVHG LQ URZ G
H[FOXGHG OLDELOLWLHV WKE

$W '"HFHPEHU %DQNLQWHU PHW WKH DERYH UHTXLUHPI—,LQ\@&R ?L\ﬁggé%@wwgwgg df{hQGdEPMWVﬁW

DQG LWV OHYHO RI VXERUGLQDWH 05(/ DW
OLQLPXP UHTXLUHPHQWY IRU VKDUHKROGHU V HTXLW\ DQG HOLJLEOH OL
2Q -DQXDU\ WKH 65% GHWHUPLQHG WKDW %DQNLQWHU ZRX® G)KIbhHL M6Ro FIRER SO HR WHBGFRQ W RABLG D WH G

OHYHO ZLWK D WRWDO ELQGLQJ 05(/ UHTXLUHPHQW RI RT WRWDO ULVN H[SRVXUH DQG RT
H[SRVXUH WR OHYHUDJH UDWLR 7KH 65% QRWLILFDWLRQ DOYRHMWPEDEVEMEL MW S/MRWIIDQLP%%QH WKURXJK SURIL
LQVWUXPHQWYV PXVW EH XVHG WR FRPSO\ ZLWK WKH 05(/ IR P& PR W H T At R e SR owovndirvw

75(%$ DQG RI /5(

7KH 05(/ UHTXLUHPHQWY VHW IRUWK DUH LQ OLQH ZLWK %D QNLQMH W D\b xR Kb PMMEY WKQ GHB WHE FWRIPPAR UMER BWIROLR KHGJIH RI LG
PHW ERWK LQ WHUPV Rl SHUFHQWDJH 75($ DQG SHUFHQWDJH 7/5( 7KH ORQJ WHUP TLQDQFLQJ S0DQ JLIXUHY LQ WKRX\
DOVR SURYLGHV IRU FRQWLQXHG FRPIRUWDEOH PHHWLQJ RI IXWXUH UHTXLUHPHQWYV HXURV
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&DSDFLW\ DQG FRPSRVLWLRQ O05(/ 7/%&

6KDUHKROGHUV HTXLW\ DQG DGPLVVLEOH OLDELOLWLHY DQG DGMXVWPHQWV
&RPPRQ HTXLW\ WLHU
$GGLWLRQDO 7LHU &DSLWDO
7LHU FDSLWDO
2ZQ IXQGV IRU WKH SXUSRVHV RI $UWLFOH D RI 5HIJIXODWLRQ (8 1R DQG $UWLFOH RI '"LUHFWLYH (8

2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV QRQ UHJXODWRU\ FDSLWDO HOHPHQWYV

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

(6 p (OLILEOH OLDELOLW\ LQVWUXPHQWV LVVXHG E\ RWKHU FRPSDQLHV EHORQJLQJ WR WKH UHVROXWLRQ JURXS WR ZKLFK WKH SUHFHGLQJ SURYLVLR
QRW DSSO\
$GPLVVLEO
(8 E WKH SUHFH

OLDELOLW\ LOQVWUXPHQWYVY WKDW DUH VXERUGLQDWHG WR H[FOXGHG OLDELOLWLHYV LV\éXHG EHIRUH -XQH VXERUGLQDWHG WR Z|

L H
H GLQJ 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 OLDELOLWLHVY 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 OLDELOLWLHYV LVVXHG EHIRUH -XQH é EHIRUH WKH OLPLW
$PRXQW RI HOLJLEOH QRQ VXERUGLQDWHG OLDELOLW\ LQVWUXPHQWY ZKHUH DSSOLFDEOH DIWHU DéSSOLFDWLRQ RI $UWLFOH E SDUDJUDSK R

&55
(OLJLEOH OLDELOLW\ LWHPV EHIRUH DGMXVWPHQWYV
(8 D 2] ZKLFK VXERUGLQDWHG OLDELOLW\ LWHPV

2ZQ IXQGY DQG HOLJLEOH OLDELOLWLHY DGMXVWPHQWY WR QRQ VWDWXWRU\ FDSLWDO LWHPV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLW\ LWHPV EHIRUH DGMXVWPHQWYV
'"HGXFWLRQ RI H[SRVXUHV EHWZHHQ PXOWLSOH UHVROXWLRQ JURXSYV
'"HGXFWLRQ RI LQYHVWPHQWY LQ RWKHU HOLJLEOH OLDELOLWLHYV LQVWUXPHQWYV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHY DIWHU DGMXVWPHQWYV
(8 D 21 ZKLFK RZQ IXQGV DQG VXERUGLQDWHG OLDELOLWLHYV
$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
7RWDO H[SRVXUH PHDVXUHPHQW
5DWLR RI VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHV
(TXLW\ DQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW

(8 D 21 ZKLFK RZQ IXQGV DQG VXERUGLQDWHG OLDELOLWLHYV
6KDUHKROGHUV HTXLW\ DQG HOLJLEOH GHEW DV D SHUFHQWDJH RI WRWDO H[SRVXUH
(8 D 21 ZKLFK RZQ IXQGV DQG VXERUGLQDWHG OLDELOLWLHYV
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RQ HTXLW\ WLHU FDSLWDO DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW DYDLODEOH DIWHU PHHWLQJ UHVROXWLRQ JURXS
L

&RPP
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 EXIIHU IRU JOREDO VI\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
1RWH 7KH HPSW\ ILHOGV IRU WKH (8 KDYH EHHQ KLGGHQ LQ WKH WDEOH DQG DUH WKHUHIRUH QRW DSSOLFDEOH

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



UHVROXWLRQ DXWKRULW\ 7/$& E

FUHGLWRUYV

SULRULW\ RI

2UGHU RI

IURP
R

6 XP

gHGL
LQV

NU>
'g\?/WD

TURKQV

UDO/SHFL
LOHIJWLY L«

2UGHU RI SULRULW\ LQ FDVH RI LQVROYHQF\

"HVFULSWLRQ RI UuDQ
LQ FDVH RlLQVRg&jQF\ b7

QG

D

GXDO
HDU

\

21 ZKLFK UHVL
\HDUV

PDWXULW\ !

GXDO
HDUV

21 ZKLFK UHVL

PDWXULW\ !

D& G

\

\HDUV

USHWXDO

JLIXUHV LQ WKRXVDQGV R

I1RWH 7KH HPSW\ ILHOGV IRU WKH (8 KDYH EHHQ KLGGHQ LQ WKH WDEOH DQG bUH WKHUHIRUH QRW DSSOLFDEOH

'LVFORVXUHV 5HSRUW
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' QIRUPDWLROQ
NH\ LOQGLFDW
VKDUHKROGH
HTXLW)\

UHTXLUHPHOQ\



7LWOH ,, RI 3DUW 7ZR RI 5HIJXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH

&RXQFLO PRGLILHG E\ 5HJXODWLRQ (8 GHILQHYVY WKH FUHGLW ULVN FDSLWDO

UHTXLUHPHQWY 7LWOH ,,, UHIHUV WR WKH UHTXLUHPHQWY RI RZQ IXQGV IRU RSHUDWLRQDO ULVN DQG 7LWOH
,9 UHIHUV WR WKH UHTXLUHPHQWY RI RZQ IXQGV IRU PDUNHW ULVN 7KH IROORZLQJ WLWOHV VSHFLI\ WKH
RZQ IXQGY 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 LV POQ&®VHQWHG EHORZ

&UHGLW ULVN ZHLJKWHG DVVHWYV LQFOXGH SRVLWLRQV LQ VHFXULWLVDWLRQV HTXLW\ SRVLWLRQV WKDW DUH QRW
UHFRUGHG LQ WKH WUDGLQJ ERRN KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH LV D VLJQLILFDQW
DQG QRQ VLIQLILFDQW LOQWHUHVWY EHORZ WKH &(7 WKUHVKROG DQG GHIHUUHG WD[ DVVHWV WKDW GR

QRW UHO\ RQ IXWXUH SURILWDELOLW\

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

JLIOODU  'LVFORVXUHV 5HSRUW



BUHVHQWDWLRQ RI 5:$%$ 29

7RWDO DPRXQW RI ULVN H[S?fﬁ*\)"ﬁ@ﬁ-tr‘)’('faﬁgﬁgeﬁ"'uv HTXLWA
F

D E

&UHGLW ULVN H[FOXGLQJ FRXQWHUSDUW\ FUHGLW ULVN

21 ZKLFK VWDQGDUGLVHG DSSURDFK 6%

21 ZKLFK IRXQGDWLRQ LQWHUQDO UDWLQJV EDVHG ),5% DSSURDFK

21 ZKLFK VORWWLQJ DSSURDFK 6/2

(8 D 21 ZKLFK HTXLWLHV XQGHU WKH VLPSOH ULVN ZHLJKWLQJ DSSURDFK

21 ZKLFK LQWHUQDO UDWLQJV EDVHG ,5% DSSURDFK

&RXQWHUSDUW\ FUHGLW ULVN

21 ZKLFK VWDQGDUGLVHG DSSURDFK

21 ZKLFK XQGHU WKH LQWHUQDO PRGHO PHWKRG ,00

(8 D 21 ZKLFK H[SRVXUHV WR D FHQWUDO FRXQWHUSDUW

21 ZKLFK RWKHU FRXQWHUSDUW\ ULVN

&UHGLW YDOXDWLRQ DGMXVWPHQW &9$%

(8 D 21 ZKLFK VWDQGDUGLVHG DSSURDFK 6%
(o 21 ZKLFK EDVLF DSSURDFK ) %$ DQG 5 %$
(8 F 21 ZKLFK VLPSOLILHG DSSURDFK

6HWWOHPHQW ULVN

6HFXULWLVDWLRQ H[SRVXUHV LQ ORDQV DQG UHFHLYDEOHV DIWHU DSSOLFDWLRQ RI WKH FDS

21 ZKLFK 6(& ,5%% DSSURDFK

21 ZKLFK 6(& (5%% DSSURDFK LQFOXGLQJ WKH LQWHUQDO DVVHVVPHQW DSSURDFK

21 ZKLFK ZLWK WKH 6(& 6$ DSSURDFK

(8 D 21 ZKLFK

B3RVLWLRQ H[FKDQJH UDWH DQG FRPPRGLW\ ULVNV PDUNHW ULVN

2l ZKLFK ZLWK WKH DOWHUQDWLYH VWDQGDUGLVHG DSSURDFK $ 6%

(r? 21 ZKLFK ZLWK WKH VLPSOLILHG VWDQGDUGLVHG DSSURDFK 6 6%

21 ZKLFK ZLWK WKH LQWHUQDO PRGHO PHWKRG ,00

(8 D /DUJH H[SRVXUHV

5HFODVVLILFDWLRQV EHWZHHQ WKH WUDGLQJ DQG QRQ WUDGLQJ ERRNV

2SHUDWLRQDO ULVN

(8 D ([SRVXUHV WR FU\SWR DVVHWV

$PRXQWY EHORZ WKH WKUHVKROGV IRU GHGXFWLRQ VXEMHFW WR ULVN ZHLJKW 'DWD IRU LQIRUPDWLRQ

2XWSXW IORRU DSSOLHG

$GMXVWPHQW GXH WR WKH IORRU EHIRUH DSSO\LQJ WKH WUDQVLWLRQDO OLPLW

$GMXVWPHQW GXH WR WKH IORRU DIWHU DSSO\LQJ WKH WUDQVLWLRQDO OLPLW

7TRWDO
JLIXUHV LQ WKRXVDQGV RI HXURYV
1RWHV
7KH H[SRVXUH DQG RZQ IXQGV IRU PDUNHW ULVN UHTXLUHPHQWY DUH VKRZQ DFFRUGLQJ WR WKH UHTXLUHPHQW SUHYDLOLQJ DW WKH HQG RI WKH UHSRUWLQJ SHULRG WKH VWD
1RW UHSRUWHG DV WKH )57% ZDV QRW LQ IRUFH WR DW WKH HQG RI WKH UHSRUWLQJ SHULRG
7KHVH DPRXQWY DUH DOVR LQFOXGHG LQ FUHGLW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK 6% URZ

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
7RWDO DPRXQW RI ULVN H[SRVXUH EHIRUH WKH IORRU

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

&RPPRQ HTXLW\ WLHU UDWLRYV

&RPPRQ HTXLW\ WLHU UDWLR FRQVLGHULQJ 5:$V ZLWKRXW IORRU
(TXLW\ WLHU UDWLR

7LHU FDSLWDO UDWLR FRQVLGHULQJ 5:$V ZLWKRXW IORRU
7TRWDO FDSLWDO UDWLR

7TRWDO FDSLWDO UDWLR FRQVLGHULQJ 5:$V ZLWKRXW IORRU

$GGLWLRQDO RZQ IXQGVY UHTXLUHPHQWYV IRU ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH DV D SHUFHQWDJH RI WKH ULVN ZHLJKWHG
H[SRVXUH DPRXQW

(8 G $GGLWLRQDO RZQ IXQGYV UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH
(8 H 21 ZKLFK FRPSRVHG RI FRPPRQ HTXLW\ WLHU SHUFHQWDJH SRLQWYV
(8 I 21 ZKLFK FRPSRVHG RI FRPPRQ HTXLW\ WLHU SHUFHQWDJH SRLQWYV
(8 J 7TRWDO 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 6WDWH
,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU
(8 D 6\VWHPLF ULVN EXIIHU
*OREDO V\VWHPLFDOO\ LPSRUWDQW HQWLWLHV EXIIHU
(8 D2WKHU V\VWHPLFDOO\ LPSRUWDQW HQWLWLHYV EXIIHU
&RPELQHG EXIIHU UHTXLUHPHQW
(8 D2YHUDOO FDSLWDO UHTXLUHPHQW
&RPPRQ HTXLW\ WLHU FDSLWDO DYDLODEOH DIWHU PHHWLQJ WKH WRWDO RI WKH 65(3 V VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV
/HYHUDJH UDWLR
7RWDO H[SRVXUH PHDVXUHPHQW
/HYHUDJH UDWLR
%agl\./\)/(VLI]EQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWY WR DGGUHVV WKH ULVN RI H[FHVVLYH OHYHUDJH DV D SHUFHQWDJH RI WRWDO H[SRVXUH
(8 D$GGLWLRQDO VKDUHKROGHUV HTXLW\ UHTXLUHPHQWYV WR DGGUHVV WKH ULVN RI H[FHVVLYH OHYHUDJH
(8 E 21 ZKLFK FRPSRVHG RI &(7 SHUFHQWDJH SRLQWYV
(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 GS5HTXLUHG OHYHUDJH UDWLR EXIIHU UHTXLUHPHQW
(8 H2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



/ILTXLGLW\ FRYHUDJH UDWLR

(8
(8

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$ YDOXH ZHLJKWHG
&DVK RXWIORZV é 7TRWDO ZHLJKWHG YDOXH

&DVK LQIORZV é 7TRWDO ZHLJKWHG YDOXH

7TRWDO QHW FDVK RXWIORZV DGMXVWHG YDOXH

/ILTXLGLW\ FRYHUDJH UDWLR

DYHUDJH

1HW VWDEOH IXQGLQJ UDWLR

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

$YHUDJH RI WKH FRQVROLGDWHG /&5 UDWLRV

JLIXUHV LQ WKRXVDQGV R

%DONLQ3LOODU

'LVFORVXUHV 5HSRUW



2XWSXW IORRU

7TDEOHV &06 DQG &06
WKH DVVHW OHYHO &06 DW
DQG &55 7KH DPRXQW RI

PXOWLSO\LQJ WKH EDVH RI 5:3V IRU W
\HDU $W 'HFHPEHU WKH DSSOLF
HQG RI WKH WUDQVLWLRQDO SHULRG

WKH FRQVLGHUDWLRQ RI WKH RXWSXW
WKH SHUFHQWDJH DW WKH HQG RI WKH

"HFHPE

EHORZ GHWDLO WKH DPRXQW RI
VWDQGDUGLVHG DSSURDFK DQG LQWHUQDO DSSURDFKHYV E\ ULVN W\SH WDEOH &06

WKH RXWSXW

ULVN ZHLJKWHG DVVHWYV XQGHU WKH

DQG E\ ULVN W\SH DW
HU DV UHTXLUHG XQGHU 5HIJIXODWLRQ (8

IORRU DSSOLFDEOH WR %DQNLQWHU LV HTXLYDOHQW WR

KH RXWSXW IORRU E\ WKH SHUFHQWDJH DSSOLFDEOH WR LW LQ HDFK
DEOH SHUFHQWDJH ZDV ,\W ZLOO EH DW WKH

%DQNLQWHU GRHV QRW KDYH DGGLWLRQDO 5:$ UHTXLUHPHQWYV GXH WR
IORRU DW HLWKHU WKH FORVH RI RU IROORZLQJ DSSOLFDWLRQ RI
WUDQVLWLRQDO SHULRG

&RPSDULVRQ RI ULVN ZHLJKWHG H[SRVXUH DPRXQWV XQGHU VWDQGDUGLVHG DSSURDFKHY DQG DSSURDFKHV EDVHG RQ L

F G (8 G

5:3V XQ

PRGHOOHG DSS

WKH §§é
DUGLVH
KDVVXSHUYLVj%ﬁSURDFK

IRU ZKLFK

DSSUR

Elat SRUWIROLRV

XV H WI$ 5:$ FDOFXODWH

WDO 5:$ DRDO\ WKH VWDQ
DSSURDFK

RU WKH
IORRU

E o

YDO

&UHGLW ULVN H[FOXGLQJ FRXQWHUSDUW\ ULVN

&RXQWHUSDUW\ ULVN

é

&UHGLW YDOXDWLRQ DGMXVWPHQW &9%

é

6HFXULWLVDWLRQ H[SRVXUH LQ WKH QRQ WUDGL@J ERRN

ODUNHW ULVN

é

2SHUDWLRQDO ULVN

é

2WKHU ULVN ZHLJKWHG H[SRVXUHV

é

7TRWDO

7KH H[SRVXUH DQG RZQ IXQGV IRU PDUNHW ULVN UHTXL

JLIXUHV LQ PLOOLRQV RI HXURYV

UHPHQWY DUH VKRZQ DFFRUGLQJ WR WKH UHTXLUHPHQW SUHYDLOLQJ DW WKH HQG RI WKH UHSRUWLQJ SHULRG WKH VWDC

JLIOODU  'LVFORVXUHV 5HSRUW



&RPSDULVRQ RI ULVN ZHLJKWHG H[SRVXUH DPRXQWV XQGHU VWDQGDUGLVHG DSSURDFKHY DQG DSSURDFKHY EDVHG RQ F

D E F

G (8 G

5:$V XQGHU

PRGHOOHG DSS YERUBIROLRY

IRU ZKLFK WKH H )SYJZIY\(/KHHdRWDO 5:% ggoﬁvaO;:?/evngQ%ggﬁ(Zﬁéﬁng‘éﬁH
KDV VXSHUYLVRUJOR2SDUC DSSURDFK
DSSURYDO
&HQWUDO JRYHUQPHQW RU FHQWUDO EDQNV é é
(8 D 5HILRQDO JRYHUQPHQW RU ORFDO DXWKRULWLHYV é é
(8 E 3XEOLF VHFWRU HQWLWLHYV B é é B
(8 F &DWHJRULVHG DV PXOWLODWHUDO GHYHORSPHQW EDQNV LQ WKH VWDQ®DUGLVHG DSS&RDFK é B
(8 G &DWHJRULVHG DV LQWHUQDWLRQDO RUJDQLVDWLRQV LQ WKH VWDQGDUGBLVHG DSSURDE&EK ¢ ¢
LQVWLWXWLRQV é 6
(TXLW\ H[SRVXUHV é 6
1RW DSSOLFDEOH ¢ é é ¢
&RUSRUDWHYV
21 ZKLFK ),5% DSSOLHG
21 ZKLFK $,5% DSSOLHG
(8 D 21 ZKLFK FRPSDQLHV JHQHUDO
(8 E 21 ZKLFK FRPSDQLHV VSHFLDOLVHG OHQGLQJ
(8 F 21 ZKLFK FRPSDQLHV DFTXLUHG UHFHLYDEOHV
5HWDLO H[SRVXUHV
21 ZKLFK HOLJLEOH UHQHZDEOHV 6 é
(8 D21 ZKLFK DFTXLUHG UHFHLYDEOHYV
(8 E21 ZKLFK RWKHU
21 ZKLFK VHFXUHG E\ UHDO HVWDWH SURSHUW\
21 ZKLFK FDWHJIRULVHG DV VHFXUHG E\ PRUWJDJHV RQ UHDO HVWDWH DQG $'&V XQGHU WKH VWDQGDUGLVHG
(8 D DSSURDFK
(8 E &ROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV é 6
(8 F &DWHJRULVHG DV H[SRVXUHV LQ GHIDXOW XQGHU WKH VWDQGDUGLVHG BSSURDFK
(8 G &DWHJRULVHG DV VXERUGLQDWHG GHEW H[SRVXUHV XQGHU WKH VWDQG®UGLVHG DSSURDFK é é
(8 H &DWHJRULVHG DV FRYHUHG ERQGV XQGHU WKH VWDQGDUGLVHG DSSURDEK é é é
&DWHIRULVHG DV HISRVXUHYV WR HQWLWLHV DQG FRPSDQLHV ZLWK VKRUW WHUP FUHGLW DVVHVVPHQW XQGHU
(8 | WKH VWDQGDUGLVHG DSSURDFK ¢ é é é
2WKHU
7RWDO

JLIXUHV LQ PLOOLRQV RI HXURYV

JLIOODU  'LVFORVXUHV 5HSRUW



'"HVFULSWLRQ RI WKH LQWHUQDO FDSLWDO DGHTXDF\0DYWHMWH HDEWLEBQREBRRORBAM WKH DFWLRQV HVWDEOL
ZHDNQHVYV LGH%WLILHG L% WKH LOWHUQDO FDSLWDO D¢

2QH Rl WKH UHTXLUHPHQWV HVWDEOLVKHG LQ 'LUHFWLYH 08\ R FWK H BER FRHE LR TEWURYH WKH FROWURO
DQG RI WKH &RXQFLO Rl  -XQH &5' ,9 PRGLILHG E\ (XURSHDQ 'LUHFWLYH (8

&5' 9, RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFL/KHRILQWHYQDO RIRHSDOWPEIV Y GHR XKk DVVHVVPHQW SURFHVYV
DFWLYLW\ RI FUHGLW LQVWLWXWLRQV DQG WKHLU SUXGHQWLW FYGHWUW LVQRRBRO YN VWKIHYH WK® DG K EWY WRHWW R Vv, WKW AW X
FRQGXFW DW OHDVW DQQXDOO\ DQ LQWHUQDO FDSLWDO bQMWTHNOFRDVFRISYWDIDQ WCSHUXPHVWDYNHBRZHQW WIKHBERUW  ZKLF
JXLGHOLQHV HVWDEOLVKHG LQ WKDW 'LUHFWLYH %DQNLQWHWHFWERUXFWYGLWXEPQWWHGDWRFWXKIHN XS BGHITWKRW\ 7KLV U
DVVHVVPHQW SURFHVV IROORZLQJ WKH JXLGHOLQHYV VHW E\BSHUIYLMRRIUR D YEHIHURYDWRRHGLXP WHUP SODQV ULVN SU

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

5LVN SURILOH RI DMK BWUHRWKSGSPHQW LV PDGH RI WKH LQKHUHQW DQG UHVLGXDO ULVN

Rl WKH 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 ULVNV

5LVN JRYHUQDQFH PDQDJHPHQW DMH FRURFHBRY BWWHNRWY 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 TXDQWLILFDQWRQ Q@O QWS URDOK AD SR.WHD 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

2ZQ IXQGV WWKIMW.Y VHW LQ WHUPV RI FRPPRQ HTXLW\ WLHU & (7 DQG WRWDO
FDSLWDO DQG LV FRPSDUHG WR H[LVWLQJ OHYHOV RI FDSLWDO 7KHVH WDUJHWYV DUH VHW E\ WKH
ERDUG RI GLUHFWRUYV 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
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8QGHUSHUIRUPLQJ ORDQW OVGBIVHWUDQVDEWLRQV ZLWK I
LQ FUHGLW ULVN VLQFH LQLWLDO UHFRJQLWLRQ EXW Q
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 ORDQWQFEOWDBHY FUHGLW LPSDLUHG DVVH
1RWH L RI WKH QRWHV WR WKH *URXS V FRQVROLGDWH G G ipXx@AW DY QW \R H PLHPEW VUG HIQWH VKW KARVY DOORZDQFH
FRQFHSWV UHODWHG WR LPSDLUPHQW RI ILQDQFLDO DVVHWY ILQDQFLDO DVVHWiV OLIHWLPH H[SHFWHG FUHGLW ORV\

' DSSO\LQJ WKH HITHFWLYH LQWHUHVW UDWH WR WKH ILQD
HEW LQVWUXPHQWYV DQG RII EDODQFH VKHHW H[SRVXUHV IRU DQ\ LPSDLUPHQW ORVVHV ,| WKHVH SRVLWLRQV DUH

,PSDLUPHQW ORVVHV IRU WKH SHULRG RQ GHEW LQVWUXPHQWVYMDMUHIYVYRERRIQEVHELBYW WD HEHRIRE MG WRIDLUPHQW OR!
VWDWHPHQW RI SURILW RU ORVV ,PSDLUPHQW ORVVHV RQ GHX®GCP&Hw@RMH B W OMH B RYWRHREHERVW DUH

UHFRJQLVHG WKURXJK DQ DOORZDQFH DFFRXQW WKDW UHGXFHLYLWK‘Fh\lﬁQH?V‘[g:‘]\NQﬁ%&QIWURkM'&R RYGiW Ly QR UHDVRC

ZKLOH WKRVH RQ GHEW LQVWUXPHQWYV DW IDLU YDOXH WKURXJKgRWYGHY SUHKBRVLYBVWRERRH M LoFOXGHG LQ
UHFRJQLVHG LQ $FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPHEpWHIRU\ ZLOO HOWDLO UHFRJQLVLQJ ORVVHV LQ SURIL

6XEVHTXHQW UHYHUVDOV RI SUHYLRXVO\ UHFRJQLVHG LPSDLUW@WW\D\Q@\/LWHQQQﬁRC:JQUVIHBJ@\#V\UQF#@{PDOWKRXJK WKH

LQ WKH VWDWHPHQW RI SURILW RU ORVV IRU WKH SHULRG DWWHPSW WR FROOHFW XQWLO LWV ULJKWV KDYH EH
RI OLPLWDWLRQV IRUJLYHQHVV RU RWKHU FDXVHV
DO FDVK IORZV WKDW DUH

GXH WR WKH (QWLW\ LQ DFFRUGDQFH ZLWK WKH |LQDQFLD0$WVK/Q|IV\WFQQV\VJLH[HR\N/QEL®V¢%OSWKRKBMU@ RRRYWKEBRWWHG FU

WKH (QWLW\ H[SHFWV WR UHFHLYH GLVFRXQWHG DW WKHXRUAKDPYHG Q—IWII-D:\QP\UH L & WMHRRRRW WO g OHFWY FUHGI

UHDVRQDEOH DSSUR[LPDWLRQ WKHUHRI RU WKH FUHGLW BSBERWXWWMG |H|[:$O\)‘LFY\M QC\M#@HWWOFUVJ\W&QMKH SXUFKDVH
X

7 Ky
SXUFKDVHG RU RULJLQDWHG FUHGLW LPSDLUHG ILQDQFLDO bUNPXGHG LQ WKH OORZDQFH RU WKH JURVV FDUU\LQ
Rl KRZ WKH\ DUH HQWO\ FDWHJRULVHG ZKHQ WKH ¢
F

)XWXUH HVWLPDWHG FDVK IORZV IURP D GHEW LQVWUXPHQ_WSIF_)@QMIGVW_@Q&\Q/ W D QNE@F@FRQ@LH/LHWVWKH EXPXOD
DPRXQWV WKDW WKH *URXS HVWLPDWHV LW ZLOO REWDLQ RYHHRWEHWAIREG Bl VWWKHRMAN WH SR BWF H HLYGHYMERD MW LQFR

WDNHV LQWR FRQVLGHUDWLRQ DOO UHOHYDOW LQIRUPDWLB® PYPWABER R W LWH H GWHILH B W SIS B PRV WR® B RIKW LV H G
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKDW SURYLGHV XSGDWHG DQG U DEOH LQIRUPDW RQ UHJDUGLQJ

WKH SRVVLEOH IXWXUH FROOHFWLRQ RI WKH FRQWUDFWXD(d)SF'IEWK"q;OFRLZWG WV\ﬁLFb O DR IH wWadHWV U X Qi G- D DV VLIQHC
IORZV RI LQVWUXPHQWY VXSSRUWHG E\ FROODWHUDO FRQV W D7 REWREWYRELRELQRW! RI GHIDX

IRUHFORVXUH RQ WKH FROODWHUDO OHVV WKH FRVWV RI R §§§ﬁﬁ%§/“ﬁ &%ﬁ’)@o@m}p Q%Lt%%‘(ﬁ%@\%%ﬁ

RI ZKHWKHU HQIRUFHPHQW RI WKH FROODWHUDO LV SUREDE GH DYDLODEOH RQ D GDLO\ EDVLV +RZHYHU LQ 6WDJHV
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YRUZDUG ORRNLQJ LQIRUPDWLRQ WKURXJK WKH XVH RI DOWH®Y VMW&RMQ\Y\#\H(EBQNR\G V\)‘/K—HQRL#FE(@@W Py RRUULHG RXW
IXWXUH LGLRVAQFUDWLF LWHPV LV WDNHQ LQWR FRQVLGHUT ‘%N g IQ 0 E@ﬁ%yv\)—l[SRVXUH
ORVVHV DQG FODVVLI\LQJ FUHGLW H[SRVXUHV ([SHFWHG é‘fﬁ) FD @% E RI WK,:'QFRFOHSJ,XVF?A
SUREDELOLW\ RI RFFXUUHQFH Rl HDFK VFHQDULR RU LGLRV\B

7KLV LOIRUPDWL R LV HI[SDQGHG RW WR WKH D
&UHGLW H[SRVXUHV DUH FODVVLILHG LQ DFFRUGDQFH ZLWI%WJ IEIHWGBWGU?S&%LIEQW RMBRQG/&% I)B&WMLRQV

FDWHJRULHYV ORVVHV DQG WKH )RUEHDUDQFH SROLF\ ZKLFK LQFOXGHV
SHUIRUPLQJ ORDQV LOWD®XNBHY WUDQVDFWLRQV IRU ZKLMUPRQMBEWLRBRYN KDV QRW

LQFUHDVHG VLJQLILFDQWO\ VLQFH LQLWLDO UHFRJQLWLI}"QH Zﬁﬁ)&RlyBVDIQ\Q\ﬁéEBEVK%LGOQHE&C?I#@%%JL&%%MHV WR DV
DQ DPRXQW HTXDO WR PRQWK HISHEWHG FUHGLW QRNMrtWyy ORI cEOREFE AL QW EB hwireY 1RU FROOHF)

FDOFXODWHG E\ DSSO\LQJ WKH HIIHFWLYH LQWHUHVW U R MRV K B EIN V{TP(QJD\/NﬁWHV\AﬂW\y IS'P\L/'ILIJVIVQE}FFXUDF\ E

DPRXQW HIITHFWLYHO\ REVHUYHG RQ WUDQVDFWLRQV

JLIOODU  'LVFORVXUHV 5HSRUW



(TXLW\ LQVWUXPHQWY -RLQW YHQWXUHY DQG DVVRFLDWHYV 1RQ SHUIRUPLQJ GRXEWIXO FUHGLW GHIDXOW FULWHI

7KH *URXS UHFRJQLVHV LPSDLUPHQW ORVVHV RQ LQYHVWPHQV\P\}:FL 3 Veé @F Y/ % WFPQLLVI%V% LSQH\;]V)I:?JIID:\II(VID_SC

ZKHQHYHU WKHUH LV REMHFWLYH HYLGHQFH WKDW WKH FDUU\ ! 9H }R_{H \B{HV MVVWDJHV 65]

UHFRYHUDEOH 7KH DPRXQW RI LPSDLUPHQW ORVVHV ZLOO EH Lﬁ_‘wé \/\5’| Hb W LQ

DPRXQW RI WKH LQVWUXPHQW DQG LWV UHFRYHUDEOH DPRXQW 7K D H W QQW LV WKH KLIJKHU

RlI IDLU YDOXH OHVV FRVWYV RI GLVSRVDO DQG YDOXH LQ XVAKH GHILQLWLRQ RI GHIDXOW LQ %DQNLQWHU *URXS LV VHW
Lé_\%% HF%JEB\ WK@ é%%\& U W DW WKH RSHUDWLRQ O

JRU WKHVH SXUSRVHV WKH EDQN ZLOO HVWLPDWH WKH YDO%H R WI—, QJlD Y E%'V@MVVD%U D WUDQVDFWLRQ IRU LQ

DWKH SUHVHQW YDOXH RI LWV VKDUH RI WKH FDVK I0RRV VUKSIHIRQID® Ak R JEFR Q10 WU BWW & VE P WK H

LQYHVWHH ZKLFK ZLOO LQFOXGH ERWK WKRVH IURP RUGLQDY\ DFWL KEWE Y WP RE NG Ps B JRLRYoRYpwLrO SULOF
ORVVHV RQ LWV VDOH RU GLVSRVDO RU GD\V VXEMHFW WR VSHFLILHG PDWHULDOLW\ FULWHULD

EWKH SUHVHQW YDOXH Rl WKH FDVK IORZV H[SHFWHG WR EHVHHFQH YMHG HQ WKW LIQ YIHS/S\OHH DEO W KRU D VSHFLILF WUI

IRUP RI GLYLGHQGYVY DQG WKRVH UHODWLQJ WR WKH VDOH RUV\;BILVSEIQ\Y\BBE%ILW%H&%Y%WWKQ'\MH DUH UHDVRQDEOH G

,PSDLUPHQW ORVVHV DUH UHFRJQLVHG LPPHGLDWHO\ DV DQ H[I9MKQH HF ROQQW K ¥ SDAWDWY HPRI PM HRW ¢ WRYI LS \RBI QW REOLJDWL
ORVYV IRU WKH SHULRG LQ ZKLFK WKH\ RFFXU 6XEVHTXHQW UEDQUNWIOAM QRN V$R HWYHMRUM \WRHERIQOVIHFAGVLRQ VXFK DV H

LPSDLUPHQW ORVVHV DUH UHFRJQLVHG LPPHGLDWHO\ DV LQ H v H P

ALY G REHGHRY WER XRRVRAF GRS /Y BYHPIERW b kpv EHHQ s¢
RFFXUUHG UHILQDQFLQJ SURFHVVHV WKDW PD\ UHVXOW LG

7KHUH LV REMHFWLYH HYLGHQFH WKDW HTXLW\ LQVWUXPHB &L HRWLR®S D VUB &) HKHQWDR! HRHHW HRHVW KU GHIHUUDO F

FRPELQHG HIIHFW RI VHYHUDO HYHQWYV RFFXUV DIWHU WKEKU SIRMHVY B XOISF R H QUGHRWL W KISWD Y DG G EDEVHOM W K D W

WKHLU FDUU\LQJ DPRXQW LV QR ORQJHU UHFRYHUDEOH 7KH \ AV QIR W, |
DYDLODEOH RQ WKH SHUIRUPDQFH DQG RSHUDWLRQV RI LW FI'F @%/ Nﬁéb;&ﬁé%wvmmﬁpr&%mmevaFVSSIEI/':
WKHUH LV REMHFWLYH HYLGHQFH RI LPSDLUPHQW ZKLFK WKH SHUVRQ LV WKH KROGHU DQG ZKLFK DUH RYHI
5HIXODWRU\ GHILQLWLRQ RI GHIDXOW DVVHVVPHQW RI WKH GHEWRU V GHIDXOW VWDWXV

7KH GHIDXOW GHILQLWLRQ XVHG LQ WKH UHJXODWRU\ SDUDMPHVHGNH QWU I HRIWY PRQV LRI J GFHHIDXNOBVO HL[G RAVDXQNIVQ WIHWK LQG LY
*URXS FRPSOLHV ZLWK WKH UHJXODWRU\ UHTXLUHPHQWYV XO&RAQWURAWIFOH VXRK BHIXW DVWKIHR QHYW RR WKH SRVLWLRQV |

Rl WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFDBFRXQW.XQH &55 DV
DPHQGHG E\ 5HIJIXODWLRQ (8 1R &55 DQG ZLWK W % W R H v G
WHFKQLFDO VWDOGDUGY VHW RXW LQ *XLGHOLGH (%8 */ ORISR i FlGHTU WRBen FoovyLitne by b cHIr
Rl WKH &RPPLVVLRQ RI 2FWREHU DQG WKH PDWHU% é\% B VKR éS Wi%%QHV
HVWDEOLVKHG LQ 5HIJXODWLRQ (8 Rl WKH (XURSHD & ub ‘%D N |_| R I':Q U

KHQ WKH DPRXQWYVY RXWVWDQGLQJ GHEW LQWHUHVYV
$ VHW RI FRQFHSWYVY UHODWHG WR GHIDXOW DUH EULHIO\ GHILQHFGuleglng

3DVW GXH IDLOXUH WR SD\ RU PHHW FUHGLW REOLJDWLRQV@SM%?&Bﬁg@&%@&%&?\%\O&%HU HILVW ZKLFK OHG \

'HIDXOW LQGLVWLQFWO\ EDG '"HIDXOW 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
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$OWKRXJK WKHUH DUH FHUWDLQ GLIIHUHQFHVY EHWZHHQ WKH GHILQDWLRE RI [GCHEDXGW R XVHG/ B W RHNVUR XS

DQG WKH FRQFHSW Rl QRQ SHUIRUPLQJ GRXEWIXO ZKLFK IX00bh UWVSRQAGY/WR WKH GHILQLWLRQ RI DQ

,PSDLUHG $VVHW FRQWDLQHG LQ $SSHQGL[ $ RI ,)56 DV ZHOO DV WKH LQGLFDWLRQV RI LWV 3DUDJUDSK

% FRQVLGHULQJ LQ DOO FDVHV WKDW DQ LQVWUXPHQWRWH yNFRIQWHGQBWHWR MRV ZIRXS W Lv FRQVROLGDW
PRUH WKDQ GD\V SDVW GXH WKHVH KDYH QR VXEVW D QWMOHP W IVHIOP WHGH WHR| AP QY KRV E LD 1@ WHIPRW DOV TURP WKH E

EHWZHHQ SRUWIROLRV LQ GHIDXOW DQG WKRVH FODVVLILHG PyoQ R §HH ! RUFF-QFLB BXENW B xBih W BYRFMEFRNQWHG IR

OLPLWHG 7KH PDLQ GLIIHUHQFHV DUH DV IROORZV WUDQVIHU RI WKH ULVNV DQG UHZDUGV DVVRFLDWHG ZLW]
7KH FRQFHSW RI QRQ SHUIRUPLQJ GRXEWIXO LV DSSOLRGFEW HEPRANKU R QOWKHORRRZAL @HBYWWHULD
WKDW WUDQVDFWLRQV IURP WKH VDPH ERUURZHU ZLWK GLIII-'LW“@,)(VL}LQ,\NVQ&&GHU%Z%\@/\I/DﬂaQRE\gﬁz@\ggQWLDoo\ WUD

XQVXVWDLQDEOH WUDQFKHV LQ D UHVWUXFWXULQJ DJUHHPHQM; rTX B Wit H B%Q@Ddﬁy U ZLWK D EX\EDF
HQWLWLHV WKH FRQFHSW RI GHIDXOW LV DSSOLHG DW WKUHFS)&\UMIRB U 8BWAC PR&H R 'FHL@IS \:ll_Z)deﬂ DVVHWY ZLWE
FRQVLGHUHG WR EH LQ GHIDXOW WKLV FDUULHV RYHU WRR%M WK UE I—WﬁBWXH\Iﬁ\(/LJ- Zi 55 W RXW RI WKH P

VKRXOG EH QRWHG WKDW ZKHUH FDUU\ RYHU FULWHULD DWRWRE ﬁj%-}/lﬂ% qu,_}w%%w Ii \/ 'EWUGLQDWHG ILOI
FODVVLILHG DV QRQ SHUIRUPLQJ GRXEWIXO DQG LQ JHQHq_Q@Uh Vi 7G HWF WKH ILO
ULVN WKHQ WKLV FDUU\ RYHU HIIHFW LV DOVR DSSOLHG DWW WKy lGQﬁJ-ﬁ(FLWPE%'b H R/)k@\MWOlelGVIBd_\ ULJKW RL
DOVR LQ GHIDXOW XQGHU WKH FRQVLGHUDWLRQ RI GHleoWW)gOW RI WKH WUDQVIHU LV VLPXOWDQHRXVO\ UHFRJQ

7KH FRQFHSW RI GHIDXOW LQFOXGHV PDWHULDOLW\ WKYHVKRKGYy DM P HRYE RAZE URY VIR EQRWIG ZLwK WKH |
FRQVLGHUHG LQ QRQ SHUIRUPLQJ GRXEWIXO H[SRVXUHYV VXEVWDQWLDOO\ UHWDLQHG VXFK DV LQ WKH FDVH RI \

JRU LQGLYLGXDOV WKH FRQFHSW RI GHIDXOW LV DSSOLHBJBWHRKYWHRER P xIlHH S HHWH-GH AW R WKH VDOH SULFH
FRQVLGHULQJ DXWRPDWLF FDUU\ RYHU FULWHULD OLNH WKRRARAWUD MM LED ¢ KLR K D! FRVIRRPH Y KDV WKH REOLJD!
GRXEWIXO H[SRVXUHV DVVHWV HWF WKH ILQDQFLDO LQVWUXPHQW WUDQVIH!L
VKHHW DQG LW LV FRQWLQXHG WR EH PHDVXUHG ZLWK

%HORZ LV WKH YROXPH RI GRXEWIXO ORDQV DQG DGYDQFHV DWW EHul QA RIY RO G Wi URIOWHWMG ILODQFLDO OLDELO
ILQDQFLDO \HDU DV ZHOO DV WKH LQIORZV DQG RXWIORZV WKDWWRH H R Y KEHEEWALRY QH Y REUEREFK LV VXEVHTXHQ)

&KDQJHV LQ WKH YROXPH RI QRQ SHUIRUPLQJ ORDQV DQG DGYD({IQl-F\?Paf's'URP WKH ILQDQFLDO DVVHW WUDQVIHUUHG EXYV
QFXUUHG RQ WKH QHZ ILQDQFLDO OLDELOLW\ DUH UH

D SURILW RU ORVV

*URVV FDUU\LQJ I WKH %DQN QHLWKHU WUDQVIHUV QRU UHWDLQV VXE\

R RZQHUVKLS Rl WKH WUDQVIHUUHG ILQDQFLDO LQVWUXF
,QLWLDO YROXPH RI QRQ SHUIRUPLQJ ORDQV DQG DGYDQFHYV ILQDQFLDO DVVHWYV ZLWK D SXUFKDVHG FDOO RSWLRQ F
(QWULHV WR QRQ SHUIRUPLQJ SRUWIROLRYV LQ RU RXW RI WKH PRQH\ VHFXULWLVDWLRQV LQ ZlI
(ILWV I[URP QRQ SHUIRUPLQJ SRUWIROLR VXERUGLQDWHG GHEW RU DQRWKHU W\SH RI FUHGLW
([LWV GXH WR ZULWH RIIV WUDQVIHUUHG DVVHW HWF D GLVWLQFWLRQ LV PDGH E|
([LWV IRU RWKHU UHDVRQV I WKH *URXS GRHV QRW UHWDLQ FRQWURO RI WKH
Y)LQDO WRWDO RI QRQ SHUIRUPLQJ ORDQV DQG DGYDQFHYV ZKLFK FDVH LW LV GHUHFRJQLVHG DQG DQ\ ULJKW R

JLIXUHV LQ WKRXVDQGV RI HXURvy WKH WUDQVIHU LV UHFRJQLVHG

, I WKH *URXS UHWDLQV FRQWURO RI WKH WUDQV
FRQWLQXHV WR UHFRJQLVH LW IRU DQ DPRXQW HT)>
YDOXH DQG UHFRJQLVHV D ILQDQFLDO OLDELOLW\
DVVHW
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7KH QHW DPRXQW RI WKH WUDQVIHUUHG DVVHW DQG RI WKH, QHXFIFWR H G DAL Z0Q WWN\ &ZKLMSOVEHR W IRH DLRRONY |LVRIGS5HRXWD W L R (
RI WKH ULJKWYVY DQG REOLJDWLRQV UHWDLQHG LI WKH WUDQVY8HUUHG DWI[SWVXMJAHDMXUHGC WR DOROUWNVYHG FRWWPYV DQG
RU WKH IDLU YDOXH RI WKH ULJKWYVY DQG REOLJDWLRQV UHWDMFRRUGRUMCH WUBGQVW WILWVE DD/YE WNVKDWHRMXHHQRDW EHHQ
IDLU YDOXH 7TKHUHIRUH LW LQFOXGHV HQWULHYV IRU ORDQV DQG DGYDQ

7KHUHIRUH ILQDQFLDO DVVHWYV DUH RQO\ UHPRYHG IURP W%a%ig %igi%gﬁ(\%%@@&qiﬂsgﬁﬁww FeWd FRIWUDO EDQNYV

FDVK IORZV WKDW DUH JHQHUDWHG KDYH EHHQ H[WLQJXL LV 06" R¥%bucy R

RZQHUVKLS KDYH EHHQ VXEVWDQWLDOO\ WUDQVIHUUHG WR$V V8K HYEGRSOAOW\L @GR EO VMG LIQ QDIQAL DUH SR DWL ORGH. HRM % D C

DUH RQO\ UHPRYHG IURP EDODQFH VKHHW ZKHQ WKH RECPDJDOW.RQY DNVRRGHHDWUHDIVHG KOG HBIWQULVN SURILOH 7R C

H[WLQJXLVKHG RU ZKHQ WKH\ DUH DFTXLUHG IRU WKH SXUSRVBPRIZROFBEY ®LQBRYRHUQBQREBOLRBRAVWHRPHQVXUH WKDW WKH
WKH *URXS V VWUDWHJ\ DQG EXVLQHVV SODQV 7KHVH REMH
W Kikb PLDHL Q FULIVAN JWRY ZKLF K WIKIP*URXS LV VXEMHFW 7KH VWU
PDQDJHPHQW DQG FRQWURO IXQFWLRQV WKH UHODWLRQVKL
ULVN FRQWURO FRPSOLDQFH DQG LQWHUQDO DXGLW IXQ

'KHQ WKH WUDQVIHUUHG ILQDQFLDO DVVHW LV UHPRYHG IURR URKH KERDXQD Q A WIKRHGMWY L QDLONY H QLW KWAX UMISHR U W

GLIIHUHQFH EHWZHHQ LWV FDUU\LQJ DPRXQW DQG WKH VXP RI D WKH FRL%VLGHUDWLRQ UHFHLYHG
LQFOXGLQJ DQ\ QHZ DVVHW REWDLQHG OHVV DQ\ OLDELOLWRMAY x pPRIGWHKGIGQE WY\ W R FW B K 0P @ i RRAWG OLGDWHG 1LG

UHFRJQLVHG GLUHFWO\ DV $FFXPXODWHG RWKHU FRPSUHKﬁ&WLKY*HLLQjBﬁ’ RWLE QR WY DWW VXN o Mkl DQG PDQ
WKH WUDQVIHUUHG ILQDQFLDO DVVHW ZLOO EH UHFRJQLVHG L&Y B RYL AV YG E BYRLRYI B-FERX QW

7KH DFFRXQWLQJ UHJXODWLRQV HVWDEOLVK WKDW PRGLILEDWLRGFRYLECFRYWUBEWY ploR I RUPEMNU R R FYHGLW ULVN
FLUFXPVWDQFHV OHDG WR GHUHFRJQLWLRQ RI WKH EDODQPHRION MW RREXBFH DFFRXQW DQG FRQVLGHUDWLRQ

RI WKH GHVWLQDWLRQ DFFRXQW DV D QHZ WUDQVDFWLRQ &K h DI QUIUPOR I A PERYSWHYDWLRQ RI WKLV
SDUDJUDSK LV WKDW GHUHFRJQLWLRQ DQG DGGLWLRQ RI WKH EDODQFH LV RQO\ MXVWLILHG E\ D VXEVWDQWLDO
FKDQJH LQ WKH FRQGLWLRQV RI WKH ILQDQFLDO LQVWUXPHQW &UHGLW TXDOLW\ RI FUHGLW ULVN H[SRVXUHV

$FFRUGLQJO\ WKH %DQNiV LQWHUQDO SURFHGXUHV SURYLGH WKIRR BHVUIBBBFERS P DG & HYLKWALERIWHKISRYXUHV
SURFHVVHV PD\ RQO\ EH FRQVLGHUHG DV QHZ WUDQVDFWLRQV ZKHQ W ERADRELRY FRAEFVIR AYsRYKUHV

VLPXOWDQHRXVO\ PHW ZLWK GXH MXVWLILFDWLRQ
3HUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV E\ PDW
8 9% £ R QQ Y

D'RXEWIXO WUDQVDFWLRQV DUH UHILQDQFHG RU LI QRW WKH QHZ UHILQDQFLQJ DQVDFWLR
UHFODVVLILHG DV D GRXEWIXO ULVN 'RXEWIXO H[SRVXUHV E\ JHRJUDSKLF DUHD DQG VHFW

E7KHUH LV D VXEVWDQWLDO PRGLILFDWLRQ RI WKH WHUPV Rl WKH /ROQWUDE® DERHVF HY POKQRQ ILQDQFLDO FRUSRUDW

,QFRUSRUDWLRQ RI SDUWLFLSDQWY WKDW VXEVWDQWLDO®\ &RKOQDWHWRY REWD LQUS LIFO W RNLRQRHRVVHVVLRQ DQ
WUDQVDFWLRQ

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

S5HILQDQFLQJ 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
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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 |
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 |

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



&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 FRPSDQLHV

1RQ ILQDQFLDO FRUSRUDWLRQV

21 ZKLFK 60(V

+RXVHKROGV

'HEW VHFXULWLHV

&HQWUDO EDQNV

3XEOLF DGPLQLVWUDWLRQV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRPSDQLHV

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[SRVXUHV &ROODWHUDO DQG ILQ
JRUERUQH SHUIRUPLQJ 2Q IRUERUQH SHUIRURLQRUERUQH QRQ JXDUDQWHHYV UHFHLYH
H[SRVXUHV 21 ZKLFK LQI ZKLFK ZLWK H[SRVXUHS¥HUIRUPLQJ H[SRVXUHV IRUERUQH QRQ SHUIRUP
GHIDXOW LPSDLUPHQW H[SRVXUHV
&DVK EDODQFHV DW FHQWUDO EDQNV DQG RWKHU
GHPDQG GHSRVLWYV é é é é é é é é
/RDQV DQG DGYDQFHV
&HQWUDO EDQNV é é é é é
3XEOLF DGPLQLVWUDWLRQV é é é é é
&UHGLW LQVWLWXWLRQV é é é é é
2WKHU ILQDQFLDO FRPSDQLHV é

1RQ ILQDQFLDO FRUSRUDWLRQV

+RXVHKROGV

"HEW VHFXULWLHV é é é é é é
/RDQ FRPPLWPHQWYV JLYHQ é é é é é
7RWDO

JLIXUHV LQ WKRXVDQGV RI

%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

1RQ SHUIRUPLQJ H[SRVXUHV

1RW SDVW3®XHW GXH 8QOLNHPBDWRW GXYBDVW GXBDVW GYBDVW GYBDVW GXYBDVW GXRIl ZKLFK
RU SDVW [ca@HV Gp\v SD\ QRW| Sba/muyv GD\V |\HDU \HDU \HDU \HDUV ZLWK GHIDXOW
GD\V GXH RU BDV@D\V | \HDU |[\HDUV \HDUV \HDUV
GXH
GD\V
&DVK EDODQFHV DW FHQWUDO EDQNY DQG RWKHU é é é é é é é é é é
GHPDQG GHSRVLWYV
/RDQV DQG DGYDQFHYV
&HQWUDO EDQNV é é é é é é é é é é
3XEOLF DGPLQLVWUDWLRQV é é é é
&UHGLW LQVWLWXWLRQV é é é é é
2WKHU ILQDQFLDO FRPSDQLHV
1RQ ILQDQFLDO FRUSRUDWLRQV
21 ZKLFK 60(V

+RXVHKROGYV
"HEW VHFXULWLHV é é é é é é é
&HQWUDO EDQNV é é é é é é é é é é é é
3XEOLF DGPLQLVWUDWLRQV é é é é é é é é é é
&UHGLW LQVWLWXWLRQV é é é é é é é é é é
2WKHU ILQDQFLDO FRPSDQLHV é é é é é é é é é é
1RQ ILQDQFLDO FRUSRUDWLRQV é é é é é é é

21l EDODQFH VKHHW H[SRVXUHYV

&HQWUDO EDQNYV

3XEOLF DGPLQLVWUDWLRQV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO FRPSDQLHV

1RQ ILQDQFLDO FRUSRUDWLRQV

+RXVHKROGV

7RWDO

JLIXUHV LQ WKRXVDQGV RI H

JLIOODU  'LVFORVXUHV 5HSRUW



7KH IROORZLQJ FKDUW SURYLGHV LQIRUPDWLRQ RQ WKH FUHGLW TXDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ FRXQWU\ D
4XDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ JHRIJUDSKLFDO ORFDWLRQ &4

D E F G H I J

*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW 211l EDODQFH [V KSFHFWPXODWHG QHJDWLYH

2] ZKLFK ORO SHUIRUPLOJ 21 ZKLFK VXEMHFWWR/LVLRQY FRDQJHV LQ IDLU YDOXH C

QRQ Q 21 ZKLFK VXEMHFWLW&RDLUPHQ FRPPLWPHQW GFUHGLW ULVN IRU QR

21 ZKLFK ZLWHKH GHIBRERLUPHQ JXDUDQWHHV| JBHHWOQRUPLQJ H[SRVXUHV
2Q EDODQFH VKHHW H[SRVXUHV é
6SDLQ P
3RUWXJDO P
,UHODQG é
2WKHU FRXQWULHYV é

21l EDODQFH VKHHW H[SRVXUHYV

6SDLQ

3RUWXJDO

,UHODQG é é

2WKHU FRXQWULHYV

7TRWDO

JLIXUHV LQ WKRXVDQGV RI HX!

JLIOODU  '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

*URVV FDUU\LQJ DPRXQW

21 ZKLFK QRQ SHUIRUPLQJ
21 ZKLFK ZLWK G

$IJULFXOWXUH OLYHVWRFN UDLVLQJ IRUHVWU\ DQG ILVKLQJ

OLQLQJ DQG TXDUU\LQJ

ODQXIDFWXULQJ

6XSSO\ RI HOHFWULFLW\ JDV VWHDP DQG DLU FRQGLWLRQLQJ

:DWHU VXSSO\

&RQVWUXFWLRQ

:KROHVDOH DQG UHWDLO WUDGH

7UDQVSRUW DQG VWRUDJH

+RVSLWDOLW\

,QIRUPDWLRQ DQG FRPPXQLFDWLRQ

5HDO HVWDWH DFWLYLWLHV é é é é

JLQDQFLDO DQG LQVXUDQFH DFWLYLWLHV

3URIHVVLRQDO VFLHQWLILF DQG WHFKQLFDO DFWLYLWLHV

$GPLQLVWUDWLYH DFWLYLWLHY DQG DQFLOODU\ VHUYLFHV

3XEOLF DGPLQLVWUDWLRQ DQG GHIHQFH FRPSXOVRU\ VRFLDO VHFXULW\ é é

(GXFDWLRQ

+HDOWK DQG VRFLDO VHUYLFH DFWLYLWLHV

$UWLVWLF UHFUHDWLRQDO DQG OHLVXUH DFWLYLWLHV

2WKHU VHUYLFHV

[oN EeN KoY KoY KoY EeN EeN EeY KoY KoY KoY EeN EeY KoY KoY KoY e EeN K

7TRWDO

%DONLOILOODU

JLIXUHV LQ WKRXVDQGV RI F

'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 UHRBFFXPXOMWHG QHIJDWLYH FKDQJHV

7DQJLEOH IL[HG DVVHWV é é

2WKHU GLIIHUHQFHV RI LWHPV FODVVLI

b SBHVLGHQWLDO UHDO HVWDWH

b &4RPPHUFLDO UHDO HVWDWH

b ORYHDEOH SURSHUW\ YHKLFOHV VKLSV HWF

b "HEW DQG HTXLW\ LQVWUXPHQWV é é
b 2WKHUV é é
7TRWDO

JLIXUHV LQ WKRXVDQGV RI HXURV

,QIRUPDWLRQ RQ FRXQWHUSDUW\ FUHGLW ULVN

&KDSWHU RI 5HJXODWLRQ (8 1R RI WKH (XURSHDQ 73HJ © DD @ HOEW DRVGL WK HR & RR G WH UBYWUW\ ULVN PDQDJHPHQW
DPHQGHG E\ 5HJXODWLRQ (8 1R &55 GHVFULEHV ZARWQWHKH SDRWS KUEXGVIVD MW NR EDWH FW LY HV

WKH ULVN D FRXQWHUSDUW\ WR D WUDQVDFWLRQ FRXOG GH|I HIRUH L VHW PHQW
WUDQVDFWLRQIV FDVK IORZV 7KH W\SHV RI WUDQVDFWLRQG7 % >|<:§ @/ﬁ Vv@’f@"g&'} R @ EE %%W V. _&UHG
VHWWOHPHQW WUDQVDFWLRQV LQ ZKLFK D FRXQWHUSDUW\ Q(Lﬂ R % \/\I}jv |-7H-|93 LWK W
GDWH DQG PDUJLQ OHQGLQJ WUDQVDFWLRQV LQ ZKLFK D b b $ \783 \ SHDQUWWV\ :
WKH SXUFKDVH VDOH WUDQVIHU RU WUDGLQJ RI VHEXU QRN X %{ 0 QX)IE it \H-\"ﬁg

ZHG E\
VHFXULWLHVY OHQGLQJ WUDQVDFWLRQV WUDOVDFWLRO LV VHWWOHG

7KH OLPLWYVY ZLWK HDFK FRXQWHUSDUW\ LQFOXGLQJ FOHDU!T JQ \\QEE\{L P I);( V%/D F%LV )—%/GgE éé\l-/j\l %Y IH%(EILFDOO\ |
e %ﬁf%sv T e
| PDGW@Q%E%M&UUGL ng(% iy DPHWHUY R

DIWHU DQDO\VLQJ WKH FRXQWHUSDUW\ V WUDQVDFWLRQV DF/QR
DUH VXEPLWWHG IRU DSSURYDO WR WKH DSSURSULDWH ER\}B

OLPLWV DUH VHW EDVHG RQ WKH WHUP RI WKH RSHUDWLR(fLN%

JXDUDQWHH FRQWUDFWYV VLIQHG EHWZHHQ WKH FRXQWHUSDLQ R GLIIHUHOW SDUDPHWHUV 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 JXDUDQWHHY FRQWULEXWLQJ D ODUJHU DPRXQW ,Q WKH SDUWLFXODU FDVH RI %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 DFWLYLWLHV LQYROYLQJ WKH RIIVHWWLQJ RI DVVHWY DQG OLDELOLWLHV
+RZHYHU LW LV LQYROYHG LQ DFWLYLWLHVY WKDW UHTXLUH WKH GHSRVLW RI UHFLSURFDO FROODWHUDO ZLWK
FRXQWHUSDUWLHY 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 JXDUDQWHHV 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 PHWKRG LV XVHG XVLQJ
YRODWLOLW\ DGMXVWPHQWY LQ DFFRUGDQFH ZLWK WKH VXSHUYLVRU\ DSSURDFK VHW RXW LQ &55

7TRWDO QHW FRXQWHUSDUW\ ULVN H[SRVXUH DPRXQWHG WR WKRXVDQG HXURV DW WKH FORVH RI
'HFHPEHU LQFOXGLQJ H[SRVXUH WR 27& GHULYDWLYHY DQG WR FHQWUDO FRXQWHUSDUWLHV &&3V
HIFOXGLQJ WKH FRQWULEXWLRQ WR WKH GHIDXOW JXDUDQWHH IXQG DQG UHSXUFKDVH DJUHHPHQWYV

JLIOODU  'LVFORVXUHV 5HSRUW



7KH EUHDNGRZQ RI H[SRVXUH DQG RI WKH FRXQWHUSDUW\ FUHGLW ULVN ZHLJKWHG DVVHWYV RI 27& GHULYDWLYHV DQG U
$QDO\VWLYV RI &&5 H[SRVXUH E\ DSSURDFK &&5

D E F G H | J K

(ISRVXUH YD
$0OSKD XVHG WREHIRU (ISRVXUH YDOXH

5HSODFHPH8§VWHQ LB PW L ¥ O F X O DW B S/BIOH F D W h\%)/” | DESOLE ‘&g&%H”RXQW RI
FRVW H[SX%NVXXL\?JI"'H (3( UHJXODWRURUHGLW UL '#UHGLW G“PE ox®LYN ZHLIKWHG

HISRVXUH YO OMMWLIDWLR (L WLIDWLES HISRVXUH
WHFKQLTXH

(8 (8 € 2ULJLQDO ULVN PHWKRG IRU GHULYDWLYHYV é é é é

(8 (8 € 6LPSOLILHG VWDQGDUGLVHG DSSURDFK IRU FRXQWHUSDUW\ ULVNé IRU GHWLYDWLYHV é é
6WDQGDUGLVHG DSSURDFK IRU FRXQWHUSDUW\ ULVN IRU GHULYDWLYHYV

00, IRU GHULYDWLYHVY DQG VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV é é é

D 21 ZKLFK JURXSV RI QHWWDEOH VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV é é é

2l ZKLFK JURXSV RI GHULYDWLYHV WUDQVDFWLRQV DQG QHWWDEOH WUDQVDFWLRQV &LWK GHIHUUHG VHWWOHPHQW é
2l ZKLFK ITURP JURXSV RI QHWWDEOH WUDQVDFWLRQV ZLWK FRQWUDFWXDO QHWWLQJ DFURVV SURGXFWYV

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

&RPSUHKHQVLYH PHWKRG IRU ILQDQFLDO FROODWHUDO IRU VHFXULWLHVY ILQDQFLQJ WUDQVDFWLRQV

9D5 IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV é é é é
7TRWDO

JLIXUHV LQ WKRXVDQGV RI HXL

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



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

D E F G H I J K L M N 0
5LVN ZHLJKWLQJ

(ISRVXUH FDWHJRU\ 7RWDO H[SRVXUH

2WKHUV NG X 1

&HQWUDO JRYHUQPHQWY RU FHQWUDO EDQNV é é é é é é é é é é

5HIJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHVé é é é é é é é é é é

3XEOLF VHFWRU HQWLWLHYV é é é é é é é é é é é é

OXOWLODWHUDO GHYHORSPHQW EDQNYV é é é é é é é é é é é é

,QWHUQDWLRQDO RUJDQLVDWLRQV é é é é é é é é é é é é

,QVWLWXWLRQYV é é é é é é é

&RUSRUDWHV é é é é é é é é é

SHWDLO H[SRVXUHV é é é é é é é é é é

(QWLWLHV DQG FRPSDQLHV ZLWK VKRUW W&HUP FUH&LW UDWLQJ é é é é é é é é é

2WKHU LWHPV é é é é é é é é é é é <]

7RWDO H[SRVXUH YDOXH

JLIXUHV LQ WKRXVDQGV RI |

'"RHVY QRW LQFOXGH WKH FRQWULEXWLRQ WR WKH JXDUDQWHH IXQG IRU QRQ SD\PHQWYV

7KH EUHDNGRZQ EHORZ LQFOXGHV FROODWHUDO HPSOR\HG LQ WUDQVDFWLRQV ZLWK GHULYDWLYHV DW WKH FORVH RI
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 FROODWHUDQDUMFHD®MB RI FROODWHUD QDS OH@IBGI)CGH RI FROODWHUDQDUMFHD®MB RI FROODWHUDO S
6HJUHJDWHG1IRW VHJUHJDWHEBJUHJDWHG1IRW VHJUHJDWBEBJUHJDWHGIRW VHJUHJDWHEBJUHIJDWHG1IRW VHJUHJDWHG

7\SH RI FROODWHUDO

&DVK GRPHVWLF FXUUHQF\ é é e e
&DVK RWKHU FXUUHQFLHV é é é é ] e e e
'RPHVWLF VRYHUHLJQ GHEW é é é é <] e e e
2WKHU VRYHUHLJQ GHEW é é é é é é é é
'"HEW RI SXEOLF ERGLHYV é é é é é é é é
&RUSRUDWH ERQGV é é é é é é é é
(TXLW\ LQVWUXPHQWYV é é é é é é é é
2WKHU FROODWHUDO é é é é é é é é
7RWDO é é é é

JLIXUHV LQ WKRXVDQGV R

,Q WUDQVDFWLRQVY VHWWOHG WKURXJK FOHDULQJ KRXVHY ULVN ZHLJKWHG DVVHWV GURSSHG WR WKRXVDQGV RI H

WKH GHIDXOW JXDUDQWHH IXQG

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



([SRVXUHV WR &&3 &&5

D E

?;'PRXQW RI ULVN

(ISRVXUH YDOXH| T WHG H[SRVXUH

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

7TUDQVDFWLRQ H[SRVXUHV WR 4&&3 H[FOXGLQJ LQLWLDO PDUJLQ DQG GHIDXOW IXQG FRQWULEXWLRQV 21 ZKLFK

L 27& GHULYDWLYHV

LL '"HULYDWLYHV WUDGHG RQ RUJDQLVHG PDUNHWYV

LLL 6HFXULWLHY ILQDQFLQJ WUDQVDFWLRQV é

LY IHWWDEOH WUDQVDFWLRQ VHWV IRU ZKLFK FURVV SURGXFW QHWWLQJ KDV EHHQ DSSURYHG é

6HJUHJDWHG LQLWLDO PDUJLQ é

1RQ VHJUHJDWHG LQLWLDO PDUJLQ é

3UH IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG

1RQ IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG é

([SRVXUHV WR XQTXDOLI\LQJ &&3V WRWDO é
7UDQVDFWLRQ H[SRVXUHV WR XQTXDOLI\LQJ &&3 H[FOXGLQJ LQLWLDO PDUJLQ DQG GHIDXOW IXQG FRQWULEXWLRQV 21 ZKLFK
L 27& GHULYDWLYHV é

LL 'HULYDWLYHV WUDGHG RQ RUJDQLVHG PDUNHWYV é

LLL 6HFXULWLHY ILQDQFLQJ WUDQVDFWLRQV é

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

6HJUHJDWHG LQLWLDO PDUJLQ é

1RQ VHJUHJDWHG LQLWLDO PDUJLQ é

3UH IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG é é
1RQ IXQGHG FRQWULEXWLRQV WR WKH GHIDXOW IXQG é é

JLIXUHV LQ WKRXVDQGV RI HXURV

$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 KDG QR H[SRVXUH LQ FUHGLW GHULYDWLYHY DW \HDU HQG

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



$FFRUGLQJ WR 7LWOH ,9 Rl WKH &55 FUHGLW YDOXDWLRQ DGMXVWPHQWY &9% DUH DGMXVWPHQWV 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

6LQFH WKH HQWU\ LQWR IRUFH RI WKH &55 LQ %DQNLQWHU KDV FDOFXODWHG LWV &9% RZQ IXQGV
UHTXLUHPHQWY XQGHU WKH 5HGXFHG %DVLF $SSURDFK %$ 7TKHUHIRUH LW GRHV QRW LQFOXGH
SRVLWLRQV LQ KHGJLQJ LQVWUXPHQWV WR UHGXFH &9% ULVN LQ WKH FDOFXODWLRQ RI LWV RZQ IXQGV
UHTXLUHPHQWY 7KH QHZ &55 DSSURDFK KDV UHVXOWHG LQ DQ LQFUHDVH LQ LWV FDSLWDO

UHTXLUHPHQWY ZKLFK DPRXQWHG WR WKRXVDQG HXURV DW 'HFHPEHU FDOFXODWHG
XVLQJ WKH VWDQGDUG DSSURDFK XQGHU WKH SUHYLRXV YHUVLRQ RI WKH &55 7KH RZQ IXQGV
UHTXLUHPHQWY IRU FUHGLW ULVN DGMXVWPHQWYV IRU 27& GHULYDWLYH LQVWUXPHQWY DW 'HFHPEHU

DUH VKRZQ EHORZ
&UHGLW YDOXDWLRQ DGMXVWPHQW ULVN XQGHU WKH UHGXFHG EDVLF DSSURDFK &9%

$JIJUHIJDWLRQ RI VIVWHPDWLF FRPSRQHQWYV Rd &9% ULVN

$JIJUHIDWLRQ RI LGLRV\QFUDWLF FRPSRQHQWYV RI &9% ULVN

7TRWDO

JLIXUHV LQ WKRXVDQGV RI HXURV
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,QIRUPDWLRQ RQ WKH VWDQGDUGLVHG DSSURDFK +RZHYHU ZKHQ WKHUH DUH PRUH WKDQ WZR FUHGLW

ZHLIKWLOJV VKDOO EH XVHG 1| WKH WZR ZHLJKWLQJV
$V HVWDEOLVKHG LQ &KDSWHU RI 7LWOH ,, RI 5HIXODWLRQ (8 7R vKkB&E HhPG Fs SHIXODWLRQ

(8 &55 WKH FDOFXODWLRQ RI FDSLWDO UHTXLUHPHQWY IRU FUHGLW ULVN XVLQJ WKH

VWDQGDUGLVHG DSSURDFK LV EDVHG RQ WKH FDWHJRU\ WR 7ZH. FH{ SR X WHH § RNRYJU ZK L ¥ KD WAKLH VPOV D@ R GWIVHUHQW DJHC

FUHGLW TXDOLW\ 7KH FUHGLW TXDOLW\ ZLOO EH GHWHUP IDEHG FENQ WNIPIQ HEQIN W R 3 WRIWURQ ¥ B F WRW LIQQWWAN WIXW LR QV )

H[WHUQDO FUHGLW DVVHVVPHQW LQVWLWXWLRQV (&%, JLYHRFGNREOIWRUNRROQRZUD P WFRARBSWUHVHQWY WKH FRUUHVSR
GLIITHUHQW FUHGLW DVVHVVPHQW LQVWLWXWLRQV DQG WKH

7KH OHDGLQJ H[WHUQDO FUHGLW DVVHVVPHQW LQVWLWXWLRQV (&%, DSSRLQWHG E\ WKH *URXS WR
GHWHUPLQH WKH ULVN ZHLJKWLQJY DSSOLFDEOH WR LWV H[SRVXUHV DUH 6WDQGDUG 3RRUIV O0ORRG\IV
JLWFK 5DWLQJYV DQG '%56 5DWLQJV 7KH *URXS KDV DOVR GHVLJQDWHG RWKHU VPDOOHU (&%$,V IRU
FRXQWHUSDUWLHY ZKHUH WKHUH DUH QR UDWLQJV IURP WKH OHDGLQJ (&%,V

,Q FDVHV ZKHUH D FRXQWHUSDUW\ RU RSHUDWLRQ KDV UDWLQJV IURP GLIIHUHQW UDWLQJ DJHQFLHV
%DQNLQWHU IROORZV WKH SURFHGXUH ODLG GRZQ LQ $UWLFOH Rl WKH 5HIXODWLRQ ZKLFK VSHFLILHYV
WKH IROORZLQJ

KHQ WKHUH DUH WZR GLIIHUHQW FUHGLW DVVHVVPHQWYV WKH KLJKHU ULVN ZHLJKWLQJ ZLOO EH

DSSOLHG
&HQWUDO
JRYHUQPHQWY BAEOLF VHFWRQVWLWXW LQVWLWXW !
&UHGLW TXD®L3W\ OHYHO ORRG\ V YLWFK "%56 FHQWUDO EDQNVHQWLWLHYV PRQWKYV PRQWKY &RUSRUDWHYV
$$$ WR $% $DD WR $DD $%$% WR $$ $$$ WR $3$/
$ WR $ $ WR $ $ WR $ $+ WR $/

%%% WR %%%DD WR %DDA%% WR %%%%%+ WR %% %/
%% WR %% %D WR %D %% WR %% %%+ WR %%/

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

% % % &&&+
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JRU HOWLWLHV ZLWKRXW UDWLQJV 5HJXODWLRQ (8 DV DPHQGHG E\ 5HIXODWLRQ (8

&55 SHUPLWYV PDQXDO UDWLQJ EDVHG RQ WKH VWDQGDUGLVHG FUHGLW ULVN DSSURDEFK
DVVHVVPHQW 6&5% JUDGHV ZLWK WKUHH FUHGLW TXDOLW\ EXFNHWV DVVLIJQHG EDVHG RQ WKH HQG RI
WKH UHSRUWLQJ SHULRG DQG TXDOLWDWLYH FKDUDFWHULVWLFVY RI WKH HQWLWLHY JUDGHV $ % DQG & ZLWK
WKH ODWWHU EHLQJ WKH GHIDXOW JUDGH LI LW LV LPSRVVLEOH WR DVVHVV WKH JUDGH

$UWLFOH Rl &55 UHJXODWHV WKH UHTXLUHPHQWY FRXQWHUSDUWLHY PXVW PHHW WR EH UDWHG LQ RQH
RI WKH JUDGHV EDVHG RQ FRPSOLDQFH ZLWK UHTXLUHPHQWY WKDW DUH VSHFLILF WR EDQNYV

JRU ILQDQFLDO LQVWLWXWLRQV WKDW PHHW WKH UHTXLUHPHQWYV RI $UWLFOH WR EH WUHDWHG
SUXGHQWLDOO\ DV HQWLWLHY WKH DVVHVVPHQW RI WKH $UWLFOH UHTXLUHPHQWY LV DGDSWHG RQ WKH
EDVLV RI ZKHWKHU WKH\ PHHW RU H[FHHG DQ\ FRPSDUDEOH SUXGHQWLDO UHTXLUHPHQWYV

([SRVXUHV DVVLIQHG WR 6&5% JUDGHV $ % DQG & DUH JLYHQ D ULVN ZHLJKWLQJ LQ DFFRUGDQFH ZLWK
WKH IROORZLQJ WDEOH

$VVHVVPHQW RI FUHGLWUWDIGHN $ *UDGH % *UDGH &

VN ZHLJKWLQJ RI H[SRVXUHV
QWKYV

VN ZHLIJKWLQJ RI H[SRVXUHV !
QWKYV

5L
PR
5L
PR

$W SUHVHQW QR SURFHVV H[LVWV LQ WKH *URXS WR DVVLJQ WKH FUHGLW UDWLQJV IRU SXEOLF LVVXHV RI
VHFXULWLHY WR FRPSDUDEOH DVVHWYV 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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I

6WDQGDUGLVHG DSSURDFK FUHGLW ULVN H[SRVXU

DQG HIIHFWV RI FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV &50 &5
Q

(ISRVXUHV SULRU WR WKH DSSOLFDSRWRQURV AR@HUUWKRIQDSSOLFDWLRQ RI FRQYHUVLRQ
IDFWRUV DQG FUHGLW ULVN PLWUDFWERRY DQG FUHGLW ULVN PLWISIBWLER®5:$ GHQVLW\
(ISRVXUH FDWHJRU\ 20 EBODQFH VKHHWEDODQFH VKHZ—QNEDODQFH VKHHWE DODQFH VKHHW 5. 5.6 GHQVLW)
[SRVXUHV H[SRVXUHV H[SRVXUHV H[SRVXUHV
D E F G H I
&HQWUDO JRYHUQPHQW
3XEOLF VHFWRU HQWLWLHY QRW EHORQJLQJ WR FHQWUDO JRYHUQPHQW
(8 D5HJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHYV
(8 E 3XEOLF VHFWRU HQWLWLHV é
OXOWLODWHUDO GHYHORSPHQW EDQNV é é é
(8 D,QWHUQDWLRQDO RUJDQLVDWLRQV
JLQDQFLDO LQVWLWXWLRQV
&RYHUHG ERQGV
&RUSRUDWHYV
21 ZKLFK VSHFLDOLVHG OHQGLQJ
6XERUGLQDWHG GHEW DQG HTXLW\ VHFXULWLHV é
(8 DBXERUGLQDWHG GHEW é
(8 E (TXLW\ é
5HWDLO
6HFXUHG ZLWK PRUWJDJHYV RQ SURSHUW\ DQG $'& H[SRVXUHV
6HFXUHG ZLWK PRUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH 121 ,35(
6HFXUHG ZLWK PRUWJDJHY RQ UHVLGHQWLDO UHDO HVWDWH ,35¢(
6HFXUHG ZLWK PRUWJDJHV RQ FRPPHUFLDO UHDO HVWDWH 121 ,35¢
6HFXUHG ZLWK PRUWJDJHY RQ FRPPHUFLDO UHDO HVWDWH ,35(
$'& H[SRVXUHV
,Q GHIDXOW
(8 D,QUWLWXWLRQV DQG FRPSDQLHV ZLWK D VKRUW WHUP FUHGLW DVVHVVPHQW
(8 E,QYHVWPHQWYV RU VKDUHV LQ FROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV &,8V
(8 F2WKHU H[SRVXUHV é
7RWDO
JLIXUHV LQ WKRXVDQGV RI HXU
1RWH
,QFOXGHV UHTXLUHPHQWYV IRU KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH DUH VLJQLILFDQW LQYHVWPHQWY EHORZ WKH WKUHVKROG WKRXVDQG HXURV R

7KH LQFUHDVH LQ ULVN ZHLJKWHG DVVHWY GXULQJ WKH \HDU LV PDLQO\ GXH WR WKH JURZWK RI WKH FUHGLW
EXVLQHVV ZKLFK LQFUHDVHG 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
RI' FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV EURNHQ GRZQ E\ ULVN ZHLJKWLQJV DQG H[FOXGLQJ
VHFXULWLVDWLRQ SRVLWLRQV DQG H[SRVXUH WR FRXQWHUSDUW\ FUHGLW ULVN
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6WDQGDUGLVHG DSSURDFK H[SRVXUHV E\ DVVHW FODVVHYVY DQG ULVN ZHLJKWV &5
7KLV WDEOH VKRZV D EUHDNGRZQ RI H[SRVXUH E\ RULJLQDO ULVN ZHLJKWLQJV ZLWKRXW FRQVLGHULQJ WKH 60( UHGXFW

(ISRVXUH FDWHJRU\

S5LVN ZHLJKWLQJ

D E F G H J K L N /o) P Q
&HQWUDO JRYHUQPHQW
3XEOLF VHFWRU HQWLWLHY QRW EHORQJLQJ WR FHQWUDO JRYHUQPHQW
(8 D 5HIJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHV
(8 E 3XEOLF VHFWRU HQWLWLHYV
0XOWLODWHUDO GHYHORSPHQW EDQNV
(8 D ,QWHUQDWLRQDO RUJDQLVDWLRQV
JLQDQFLDO LQVWLWXWLRQV
&RYHUHG ERQGV
&RUSRUDWHYV
21 ZKLFK VSHFLDOLVHG OHQGLQJ
6XERUGLQDWHG GHEW DQG HTXLW\ VHFXULWLHYV
(8 D 6XERUGLQDWHG GHEW
(8 E (TXLW\
5HWDLO
6HFXUHG ZLWK PRUWJDJHY RQ SURSHUW\ DQG $'& H[SRVXUHV
6HFXUHG ZLWK PRUWJDJHY RQ UHVLGHQWLDO UHDO HVWDWH 121 ,35(
ZLWKRXW ORDQ GLYLVLRQ
ZLWK ORDQ GLYLVLRQ ZLWK FROODWHUDO
ZLWK ORDQ GLYLVLRQ ZLWKRXW FROODWHUDO
6HFXUHG ZLWK PRUWJDJHY RQ UHVLGHQWLDO UHDO HVWDWH ,35¢(
6HFXUHG ZLWK PRUWJDJHY RQ FRPPHUFLDO UHDO HVWDWH 121 ,35¢(
ZLWKRXW ORDQ GLYLVLRQ
ZLWK ORDQ GLYLVLRQ ZLWK FROODWHUDO
ZLWK ORDQ GLYLVLRQ ZLWKRXW FROODWHUDO
6HFXUHG ZLWK PRUWJDJHY RQ FRPPHUFLDO UHDO HVWDWH ,35¢(
$'& H[SRVXUHV
,Q GHIDXOW
(8 L QVWLWXWLRQV DQG FRPSDQLHV ZLWK D VKRUW WHUP FUHGLW DVVHVVPHQW
(8 ,QYHVWPHQWY RU VKDUHV LQ FROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV &,8V
(8 2WKHU H[SRVXUHV
7RWDO
JLIXUHV LQ WKRXVDQGV RI |
1RWH
,QFOXGHV UHTXLUHPHQWY IRU KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH DUH VLJQLILFDQW LQYHVWPHQWY EHORZ WKH WKUHVKROG WKRXVDQG HXURV R
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(ISRVXUH FDWHJRU\

5LVN ZHLJKWLQJ

7TRWDO 21 ZKLFK XQUDWHG

2WKHU

w

X

\ ]

DD

&HQWUDO JRYHUQPHQW

3XEOLF VHFWRU HQWLWLHY QRW EHORQJLQJ WR FHQWUDO JRYHUQPHQW

(8 D 5HJLRQDO JRYHUQPHQWY RU ORFDO DXWKRULWLHV
(8 E 3XEOLF VHFWRU HQWLWLHV
OXOWLODWHUDO GHYHORSPHQW EDQNYV
(8 D ,QWHUQDWLRQDO RUJDQLVDWLRQV
JLQDQFLDO LQVWLWXWLRQV
&RYHUHG ERQGV
&RUSRUDWHYV
21 ZKLFK VSHFLDOLVHG OHQGLQJ
6XERUGLQDWHG GHEW DQG HTXLW\ VHFXULWLHYV
(8 DB6XERUGLQDWHG GHEW
(8 E (TXLW\
5HWDLO
6HFXUHG ZLWK PRUWJDJHY RQ SURSHUW\ DQG $'& H[SRVXUHV
6HFXUHG ZLWK PRUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH 121 ,35(
ZLWKRXW ORDQ GLYLVLRQ
ZLWK ORDQ GLYLVLRQ ZLWK FROODWHUDO
ZLWK ORDQ GLYLVLRQ ZLWKRXW FROODWHUDO
6HFXUHG ZLWK PRUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH ,35¢(
6HFXUHG ZLWK PRUWJDJHV RQ FRPPHUFLDO UHDO HVWDWH 121 ,35¢
ZLWKRXW ORDQ GLYLVLRQ
ZLWK ORDQ GLYLVLRQ ZLWK FROODWHUDO
ZLWK ORDQ GLYLVLRQ ZLWKRXW FROODWHUDO
6HFXUHG ZLWK PRUWJDJHV RQ FRPPHUFLDO UHDO HVWDWH ,35(
$'& H[SRVXUHV
,Q GHIDXOW
(8 D,QVWLWXWLRQV DQG FRPSDQLHV ZLWK D VKRUW WHUP FUHGLW DVVHVVPHQW
(8 E,QYHVWPHQWV RU VKDUHV LQ FROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV &,8V
(8 F2WKHU H[SRVXUHV
7RWDO
JLIXUHV LQ WKRXVDQGV RI
1RWH
su'?fv%égrgl_kaXLUHpHQwv IRU KROGLQJV LQ ILQDQFLDO LQVWLWXWLRQV LQ ZKLFK WKHUH DUH VLJQLILFDQW LQYHVWPHQWY EHORZ WKH WKUHVKROG
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,QIRUPDWLRQ RQ WKH ,5% DSSURDFK %DQNLQWHU KDV D UROORXW SODQ IRU WKH SURJUHVVLYH
FRPLQJ \HDUV IRU FDWHJRULHV ZKRVH H[SRVXUH FODVV XQG
KDYH WKLV DSSURDFK VXEMHFW WR VSHFLILF DXWKRULYV
FRQVLGHUDWLRQ RI 3BHUPDQHQW 3DUWLDO 8VH 338 IRU FHI
$V VWDWHG LQ &KDSWHU Rl 7LWOH ,, RI 5HIXODWLRQ (8 l\,Fb(SHUYl_V[R\U‘DBQ@R{‘GDE\§|HDVQDWLRQ
(8 1R &55 HQWLWLHV XVH WKHLU RZQ ULVN SDUDPHWHUV IRU WKH FDOFXODWLRQ RI

ULVN
ZHLJKWHG H[SRVXUHV XQGHU WKH ,QWHUQDO 5DWLQJ %DVHG'-WEL‘%QD@%QJWDQWHU *URXS WKH *OREDO S5LVN ODQDJHPHQW
7K PRGHOV DUH VXEPLWWHG IRU DSSURYDO DQG VXEV

%DQNLQWHU *URXS XVHV LWV RZQ LQWHUQDO PRGHOV WR HNMRNDWWH%KWHLL‘K@W@N\QW\UrRYLLkMZVEOR/IP(Q VHFRQG C
ERRN WKH SUREDELOLW\ RI GHIDXOW RI WKH RSHUDWLRQVDIQ6 JWRAWMVK WIGH GLISRVEU I HHGPNH RIWHHIGXOW XGLW DUF
DQG WKH ORVV WKDW WKHVH RSHUDWLRQV ZRXOG JHQHUDWHGGKWY IR @ RWHKRYHD UGIWHIHED IR © DG H 8 8 WILQUK DIUEHDWHU PDW
PRQLWRULQJ FUHGLW RSHUDWLRQV EXW DOVR IRU RWKHU WQQNXWLFVHHUL/\HN FRPPU R W HH W H PRPYH Qi MAKHDRQUERH. PSOHPH

RI RSHUDWLRQV RU FDOFXODWLQJ FUHGLW ULVN FDSLWDO UHTXLUHPH%
7KH PRGHOV DUH PDLQWDLQHG DQG UHYLHZHG LQWHUQDOO\

$XWKRULVDWLRQ E\ WKH 6XSHUYLVRU WR HPSOR\ WKH ,5% BS8NROWH W QG RIRY WEKRGHOF SKR\OMIFXH % DFNWHVWLQJ LV DOV
LPSOHPHQWDWLRQ SODQ UHYLHZ

7KH *URXS PDLQWDLQV DXWKRULVDWLRQ IURP WKH 6XSHUY LoyiRQNLIQWFHIU * U RKRS X\DH/ \B KFHD \AWoH D SSWR DG KXY VFDOH R OHY
ZKHQ FDOFXODWLQJ WKH FDSLWDO UHTXLUHPHQWYV IRU FUH@HWRHAPMNQGDWLRQV IRU SXEOLFDWLRQ VHW RXW LQ SDUW

%DQNLQWHU LV FXUUHQWO\ DXWKRULVHG WR HPSOR\ WKH é%EB%Eg\%EE% @@Wﬁfwﬁ(p@?éé%wvsgb@qR%%'é)%L OHYHO

6SDLQ OHYHOV SOXV WKH GHIDXOW OHYHO
5HVLGHQWLDO PRUWJDJHV IRU LQGLYLGXDOV
3HUVRQDO ORDQV DQG FRQVXPHU ORDQV IRU LQGLYLGXDOV

¢ 3HUVRQDO ORDQV PDUNHWHG E\ %DQNLQWHU &RQVXPHU )LQDQFH LQ 6SDLQ

6PDOO HQWHUSULVHYV
OHGLXP VL]HG HQWHUSULVHV
9HU\ ODUJH FRPSDQLHV IRXQGDWLRQ ,5% DSSURDFK
3XEOLFO\ RZQHG FRPSDQLHV )RXQGDWLRQ ,5% DSSURDFK
6SHFLDOLVHG GHYHORSHU OHQGLQJ

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

7KH VXSHUYLVRU KDV DSSURYHG WKREDBLBUG@D RIFTHOBXODWIBRQ /RNVV

*LYHQ 'HIDXOW /* DQG &UHGLW &RQYHUVLRQ )DFWRU &&) SDUDPHWHUV IRU WKHVH SRUWIROLRYV
7KHVH SDUDPHWHUV DUH VSHFLILF IRU HDFK SRUWIROLR DQG DUH UHYLHZHG DQQXDOO\ LQ DFFRUGDQFH
ZLWK SUHYDLOLQJ UHJXODWLRQV

,Q WKH FDVH Rl VSHFLDOLVHG OHQGLQJ 3' /* DQG &&) SDUDPHWHUV DUH QRW XVHG EXW UDWKHU WKH 6ORWWLQJ &ULWHULD PHWKRG LV XVHG LQ ZKLI
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THYHOV RI WKH PDVWHO NP 3 OD[LPXP 3" (DFK LQWHUQDO ULVN FDWHJRU\ JURXSV SRVLWLRQV WKDW

WHUPV RI ULVN QHYHUWKHOHVV GLIIHU VXIILFLHQWO\ IURI

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

TTOXoW ULV DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI WKH %DQN RI
(XURSHDQ UHJXODWLRQ WUDQVSRVLQJ ,)56 $OWKRXJK WK
QWHUQDO UDWLQJ VI\VWHPV PRGHOV WKH NH\ DVSHFWV Rl 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 UHIJXODWRU\ DQG LQWHUQDO RZQ IXQGV UHTXLUHPHQWYV
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

JLIOODU  'LVFORVXUHV 5HSRUW



'"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\p%ﬁvHVSRQGLQJ LQ
FRUUHVSRQGLQJ LQWHUQDO PRGHO RQ WKH EDVLV RI WUD |¥V H
ZKLFK LV SDUW RI WKH DXWRPDWLF VWXG\ DQG DSSURYD?O(H/\(VW\M—WJZKH}QKGUMDX(\DH/\G WR DBDQE®FHWVHWGLW FRQYHUVLRQ |

WUDQVDFWLRQV 7KH PRGHO XVHV WKH LQIRUPDWLRQ LQSXWRLQY WKHUDWDRYDFIWWRE BDRGQRAMODOUDIFIWRUBRPDWLRWY RI WKH '\
RQ FXVWRPHU EHKDYLRXU DYDLODEOH LQ WKH ,QVWLWXWLRROODBWWDEOVHW B Q7&K RWKIHU DLV RIUPHDGN D RVQWIKIRD FFR X QW O

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 WDEOHYV VKRZ WKH H[SRVXUH DQG ULVN SDUDPHWHUV IRU WKRVH WUDQVDFWLRQV IRU ZKLFK
WKH ,5% DSSURDFK LV XVHG WR FDOFXODWH RZQ IXQGYV UHTXLUHPHQWY IRU FUHGLW ULVN GLVWULEXWHG E\
HISRVXUH FDWHJRU\ DW WKH HQG RI 'HFHPEHU 7KH LQIRUPDWLRQ LV EURNHQ GRZQ LQWR
FDWHJRULHV ZKHUH LQ KRXVH HVWLPDWHY DUH XVHG IRU DOO SDUDPHWHUYVY DGYDQFHG ,5% DSSURDFK

DQRG ZKHUH WKH IRXQGDWLRQ ,5% DSSURDFK LV XVHG IRU DVVLIJQLQJ ULVN ZHLJKWLQJV VORWWLQJ
DSSURDFK

JLIOODU  'LVFORVXUHV 5HSRUW



([SRVXUHV XQGHU ,5% DSSURDEFK

DSSOLFDWL ([SRVXUH DIWHU
ZLWKLQ E DSSOLFDWLRQ RI &50

&DWHJRU\ 2ULJLQDO H[SRVXUH VKH RIlI EDODQFH VKHHW ($' $YHUDJH 3' $YHUDJH /*' 5:$V 5:$ GHQVLW\
&RUSRUDWHYV
). 5%

RI ZKLFK 2WKHUV

Rl ZKLFK UHFHLYDEOH é
5%

Rl ZKLFK UHFHLYDEOH é

RI ZKLFK 2WKHUYV
5HWDLO

VHFXUHG ZLWK SURSHUWLHV

RI ZKLFK 2WKHUV

Rl ZKLFK UHFHLYDEOH é

7TRWDO

JLIXUHV LQ WKRXVDQGV R

([SRVXUHV XQGHU IRXQGDWLRQ ,5% DSSURDFK VORWWLQJ FULWHULD

([SRVXUH DIWHU DSRVRDWILIRQ@HU DSSOLFDWLRQ
RI &50 ZLWKLQ ERIOOHIVFRII EDODQFH VKHHW
&DWHJRU\ 2ULJLQDO H[SRVXUH VKHHW ($' 5:$V ([SHFEWHG ORVV

6SHFLDOLVHG OHQGLQJ

JLIXUHV LQ WKRXVDQGYV RI

7KH IROORZLQJ WDEOHV UHIOHFW WKH ULVN SDUDPHWHUV 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
21l EDODQFH[SRVXUHSRVXUH DIWHU

H[SRVXUH S5LVN
2Q EDODQKHHW H[SRVXUHVWIJKWHG DSSOLFDWLR(é
U

WEGxuH (ISRVXUH ([SRV XU 9DOXDWLRQ
\)ﬁ' WHGLXPEHU RIZHLJKWHQHLJKWE;RXQW Dzl L b 3 G R s G

SOLFDWLRHJSRVXUH H[SHFwWHREMXVWPHQWV

ESWHIR O\ > EPee H[s\{?}i/HxHuﬁlj/llfRugYa%%/?;;LQQgYHHUuDvJTEgégup\%ﬁg,_' Pl IH REOLIRUDYHUDJH [+ DYHUD] WKH DPRXQW ORVVHVSURESVGLRQV
IDFWRUV IDFWRU PLWLIJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUYV
D E F G H | J K L M N (0] P
&RPSDQLHV
RWKHU 5%
WR é é é é é é é é é é é é
bbbb  WR é é é é é é é é é é
bbbb  bWR é é é é é é é é é é é é
WR
WR
WR
WR
bbbb  WR
bbbb  WR é é é é é é é é
WR
bbbb  WR
bbbb WR é é é é é é é é
WR
bbbb WR
bbbb WR
bbbb WR
'"HIDXOW

7TRWDO

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 J\?XUH (ISRVXUH ([SRVX gg [SRVXUH 5LVN 9DOXDWLRQ

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

veoe R b e SR oA R EGLIRUBYRUDIN - BYHUDIRSO L DN LRASL XHIISHEW G N g gch O
FRQYHUVLRQIDFWRU PLWLJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUYV IDFWRUV
D B F G H | J K L M N (o] P
&RPSDQLHV
UHFHLYDEOH
,5%
WR é é é é é é é é
bbbb WR é é é é é é é
bbbb bWR é é é é é é é e
WR é
WR é
WR é
WR é
bbbb WR é
bbbb WR é é é é é é é <]
WR é
bbbb WR é
bbbb WR é é é é é é é é
WR é
bbbb WR é
bbbb WR é
bbbb WR é
'HIDXOW é

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 ZHLJKWHG

SRVXUH DIWHU
VKHHW ([SRVXU H[SRVXUH 5LVN
2Q EDODQFH[SRVXUHZHLIKWWEH DSSOLFDWLRQy 1y ([SRVXUH ([SRVXUklo o s\'ow DIWZHHL JKWHGPRXQW RIZPOXDWLRQ
3 ED | FRQYHUVL IXPEHU RIZHLIKWH&HLJIKW MXVWPHQWYV
QG VKHHW | EHIRUH DYHUDIF) 5oy ia () o oA LIKWHEE S SRy wy HUDIH 1 DYHUD SOLFDWLRISRIVXUHH[SHFW o
HISRVXUHVDSSO\LQBRQYHUVLRBIWRI B PRTRIH 3 b DWXULWA WKH = DPRXQW  ORVVHVgpy \Lrov

FRQYHUVLRQIDFWRU VXSSRUWLQGHQVLW\

IDFWRUV PEU/LIDUTLRY IDFWRUV
D E F G H i J K L M N 0 P
&RPSDQLHV
RWKHU  ),5%
WR
bbbb  WR
bbbb  bWR ¢ é é e ¢ ¢ e é
WR
WR
WR
WR
bbbb  WR
bbbb  WR ¢ ¢ ¢ ¢ A e ¢ ¢
WR
bbbb  WR
bbbb WR
WR
bbbb WR
bbbb WR
bbbb WR
"HIDXOW B

7TRWDO

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
H[SRVXUH 5LVN

VKHHW ([SRVXUHSRVXUH DIWH K
2Q EDODQFH[SRVXUHZHLJKWHG DSSOLFDWL V%QV@(U:G”PEHU RI(Z[SFJVKXV&JHHQ([SFJVKXV&J RXQW DIWHUJIJKWHGPRXQW ﬁgﬁgéﬁgﬁg\%v
3' EDQG VKHHW  EHIRUH DYHUDFRQYHUVLRQ I L&EJ REOLIRUDYHUDJIH /*' DYHUDGS SOLFDWLRHISRVXUHH[SHFW DQG
H[SRVXUHV DSSO\LQERQYHUVLRRQG FUHGLW U S BT WKH = DPRXQW  ORVVHVg oy Vi RQv
FRQYHUVLRQIDFWRU PLWLIJDWLRQ VXSSRUWLQGHQVLW\
IDFWRUV IDFWRUV
D E F © H I J K L M N [6) P
&RPSDQLHV
UHFHLYDEOH
),5%
WR é
bbbb W R
bbbb  bWR é é é é é é é é
WR é é é
WR é
WR é
WR é
bbbb WR é
bbbb WR é é é é & é é é
WR é
bbbb  WR é
bbbb WR é
WR é
bbbb WR é
bbbb WR é
bbbb WR é é
"HIDXOW é é
7RWDO

JLIXUHV LQ WKRXVDQGV RI |

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

JLIOODU  'LVFORVXUHV 5HSRUW



211 EDODQFH S5LVN ZHLIKWHG
VKHHW ([SRVXUHSRVXUH DIWHY WK H[SRVXUH 5LVN
2Q EDODQFH[SRVXUHZHLJKWHG DSSOLFDWL %ﬁaunelxpEHuFugﬁﬁmxﬁiéffﬁéﬁ RXQW DHMH&JKWHGPRXQW}&?
3' EDQG VKHHW  EHIRUH DYHUDFRRQYHUVLRQ I l&% R L N eSO LFDW L R SRIVXUH H[SHF W
H[SRVXUHVDSSO\LQRRQYHUVLRRQG FUHGLW "1 AN WKH DPRXQW ORVVHV
FRQYHUVLRQIDFWRU ~ PLWLJDWLRQ VXSSRUWLQGHQVLW\

IDFWRUV IDFWRUV

DOXDWLRQ

MXVWPHQWYV
DQG

SURYLVLRQV

D E F G H | J K L M N [¢] P

5HWDLO 2WKHU
,5%

WR

bbbb WR
bbbb bWR é
WR

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

D D D D D DD

D D D D D DD D DD

7TRWDO

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%S/FXLUH H[SRVXUH 5LVN

2Q EDODQFH[SRVXUHZHLJKWHG DSSOLFDWL “SRVXUH“SRVXngRXQM/DHMH&JKWHGPRXQW}ﬁ?DOXDWLRQ

MXVWPHQWYV

3' EDQG VKHHW EHIRUH DYHUDH®ARQYHUVLRQ | LﬁIIEJ Ha(ilExOPLEJHRLl’J\EIYZHHULS‘TxVT*.Qg\I(':'EVg 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 [¢] P
5HWDLO
UHFHLYDEOH
,5%
WR é é é é é é é é é é é é
bbbb WR é é é é é é é é é é
bbbb bWR é é é é é é é é é é é é
WR é é
WR é é
WR é é
WR é é
bbbb WR é é
bbbb WR é é é é é é é é
WR é é
WR é
WR é e é e é e é e
WR é é
WR é é
WR é é
WR é é
'"HIDXOW é é

7TRWDO

JLIXUHV LQ WKRXVDQGV RI |

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

JLIOODU  'LVFORVXUHV 5HSRUW



211 EDODQFH S5LVN ZHLIKWHG
VKHHW ([SRVXUHSRVXUH DIWHY WK H[SRVXUH 5LVN
2Q EDODQFH[SRVXUHZHLJKWHG DSSOLFDWL %¥§U:elxpEHuFugﬁﬁﬁﬁﬁﬂéffﬁfﬁ RXQW DHMH&JKWHGPRXQW}&?
3' EDQG VKHHW  EHIRUH DYHUDFRRQYHUVLRQ I l&% R L N eSO LFDW L R SRIVXUH H[SHF W
H[SRVXUHVDSSO\LQRRQYHUVLRRQG FUHGLW "1 AN WKH DPRXQW ORVVHV
FRQYHUVLRQIDFWRU ~ PLWLJDWLRQ VXSSRUWLQGHQVLW\

IDFWRUV IDFWRUV

DOXDWLRQ

MXVWPHQWYV
DQG

SURYLVLRQV

D E F G H | J K L M N [¢] P

ORUWJIDJHV
,5%

WR

bbbb WR
bbbb bWR
WR

WR
WR
WR
bbbb WR
bbbb WR
WR
WR

WR é
WR

WR

WR

WR

'"HIDXOW

D D D D D DD

D D D D D DD D DD

7TRWDO

4N

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 $

(ISRVXUH YDOXH DV GHIR@H® IHISRVXUH YBOXHRQWDJIH Rl WK
$UWLFOH RIWKH&§SHRMUHVVXEMHEMWWUWWBOXHV‘gg UW T+5§¥%§ﬂﬁwgﬁﬂéﬁf%§W?gﬁt
H[SRVXUHV VXEMHFW W B QWOH G5l H G D SSHURTOFKHROVG S D U W L HOR) LN o ‘
DSSURDFK WKH ,5% DSSURDFEGDUGLVHG DSSURDFK 7

D E F G H
&HQWUDO JRYHUQPHQWY RU FHQWUDO EDQNVDb

5HILRQDO JRYHUQPHQWY RU ORFDO
DXWKRULWLHYV

3XEOLF VHFWRU HQWLWLHVD

L QVWLWXWLRQV

&RUSRUDWHYV

21 ZKLFK &RPSDQLHV JHQHUDO

21 ZKLFK &RPSDQLHV VSHFLDOLVHG

OHQGLQJ

21 ZKLFK &RPSDQLHV VSHFLDOLVHG

OHQGLQJ H[FOXGLQJ WKH VORWWLQJ é
DSSURDFK

21 ZKLFK &RPSDQLHV VSHFLDOLVHG
OHQGLQJ XQGHU WKH VORWWLQJ DSSURDFK

21 ZKLFK &RPSDQLHV UHFHLYDEOHYV

5HWDLO

21 ZKLFK 5HWDLOHUV UHYROYLQJ é
21 ZKLFK 5HWDLOHUV VHEXUHG ZLWK UHDO

HVWDWH

21 ZKLFK 5HWDLOHUVY UHFHLYDEOHV

21 ZKLFK 5HWDLOHUV RWKHU

(TXLW\ H[SRVXUHYV

UHV LQ FROOHFWLYH

(8 D ,QYHVWPHQWYV RU VKD
HUWDNLQJV &,8V

K
LOYHVWPHQW XQGHU

2WKHU QRQ FUHGLW REOLJDWLRQ DVVHWYV

7TRWDO
JLIXUHV LQ WKRXVDQGV RI

7KH SHUFHQWDJHV LQ FROXPQV F G DQG H ZHUH REWDLQHG E\ H[SHUW MXGJHPHQW RI WKH H[SRVXUH FRUUHVSRQGLQJ WR 5HWD

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



5LVN ZHLIKWLQJV RI VSHFLDOLVHG OHQGLQJ H[SRVXUMKH SULPDU\ VRXUFH RI UHSD\PHQW Rl WKH REOLJDWLI

DVVHWV EHLQJ IL%D FHG
5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO PRGLILHG E\

5HIXODWLRQ (8 RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKKRPXJEOOWLRQ FQBYVLIUHYXH[BHRW XUHV LQWR ILYH FDWHJ
H[SRVXUHV WKDW SRVVHVV WKH IROORZLQJ FKDUDFWHULVWXRAK VR IERDRQGLPRYOL MW B HR\M Wis H WMKDD IS\RHOE. VOLHFP®OL PR G OHJID

H[SRVXUHV WUDQVDFWLRQ RU DVVHW DQG WKH UREXVWQHVV RI WKH VS
6 7KH H[SRVXUH LV WR D EDQN ZKLFK ZDV FUHDWHG V3KHLWMIFDO®OH EWRRILYOREFH VVWHRHSEBBWWHY DVVLIQHG WR HDF
SK\VLFDO DVVHWYV H[SRVXUHV DW  'HFHPEHU

6 7KH FRQWUDFWXDO DUUDQJHPHQWY JLYH WKH OHQGHU D VXEVWDQWLDO GHJUHH RI FRQWURO RYHU
WKH DVVHWY DQG WKH LQFRPH WKDW WKH\ JHQHUDWH

, 5% VSHFLDOLVHG OHQGLQJ &5

6SHFLDOLVHG OHQGLQJ SURMHFW ILQDQFH

ODQFH VKHHW H|[ XU $PRXQW RI ULVN ZH
igJ\/\;(HOJDRv\L,JRLgLSHPDLQLQJ b owxuAg EPODQFH H[SR%H%%?ORFDWLRQ S OISR ZHLIkWLQI  (ISRVXUH YDOXH ey $BRWEW RI HISHFWHG ORV

D E E @ H I
/HVV WKDQ \HDUV é é é é é
&DWHJIRU\
(TXDO WR RU OR
/HVV WKDQ \HDUV é é é é é
&DWHJIRU\
(TXDO WR RU OR
/HVV WKDQ \HDUV é é é é é
&DWHJIRU\
(TXDO WR RU OR
/HVV WKDQ \HDUV é é é é é
&DWHJIRU\
(TXDO WR RU OR
/HVV WKDQ \HDUV é é é é é é
&DWHJIRU\ -
(TXDO WR RU OR é
/HVV WKDQ \HDUV é é é é é
7RWDO

(TXDO WR RU OR(

JLIXUHV LQ WKRXVDQGV RI H

JLIOODU  'LVFORVXUHV 5HSRUW



SUREDELOLW\ RI '"HIDXOW 3' SHU SRUWIROLR

,Q WKH IROORZLQJ EDFN WHVWLQJ LQIRUPDWLRQ LV VKRZQ RQ UDWHYVY DQG SUREDELOLWLHYV RI GHIDXOW IRU %DQNLQWH
7KH REMHFWLYH RI WKHVH WHVWV LV WR FRQWUDVW WKH UHJXODWRU\ 3'V ZLWK WKH REVHUYHG GHIDXOW IUHTXHQFLHV
,5% $SSURDFK ¢ 5HWURVSHFWLYH 3" WHVWLQJ E\ H{]SRVXUH FDWHJRU\ &5

&RPSDQLHV RWKHU ,5%

([SRVXUH 3' EDQG 1XPEHU RI GHE\/’]‘LE_ULDJN_M%H_ $YHUDJH REVHUYHC{[GIRIV[XXJ(BW\ZHILJKWH HUDJH 3° $YHUDJH KLVWRULFDO
FDWHJRULHYV HQG RI WKH SUHY LRXZKHFIKU QRQ |[SD\PHQWWH DYHUDJH 3 GHIDXOW UDWH
GXULQJ WKH \HDU
D E F G H | J K
WR é é
bbbb WR é
bbbb bWR e
WR e
WR é
WR é
WR
bbbb WR
bbbb WR é é
WR é
bbbb WR é
bbbb WR é é
WR é
bbbb WR é
bbbb WR é
bbbb WR é
'"HIDXOW
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&RPSDQLHY UHFHLYDEOH ,5%

([SRVXUH 3 EDQG 1XPEHU RI GHE\/+HUV DW WKH $YHUDJIH REVHUYHG[SRVXXOIW HLIKWHS, |, py 3 $YHUDJH KLVWRULFDO I
FDWHJRULHV HQG RI WKH SUHYLR X&KLy QRQ |SD\PHQWwH DYHUDJH 3 GHIDXOW UDWH
GXULQJ WKH \HDU
D E F G H [ J K
WR é é
bbbb WR é é
bbbb bWR é é
WR é
W R é
W R é
W R é
bbbb W R é
bbbb WR é é
W R é
bbbb  WR é
bbbb WR é é
WR é
bbbb WR é
bbbb WR é
bbbb W R &
'HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



&RPSDQLHV RWKHU ),5%

(ISRVXUH 3' EDQG 1XPEHU RI GHEWRUV_DW_WKH $YHUDJH REVHUYHG[SRIVINBW HLIKWHG |\ pJy 3 $YHUDJH KLVWRULFDO I
FDWHJRULHV HQG RI WKH SUHR YAIRAKLFKD RRQ $D\PHQWD w H DYHUDJH 3' GHIDXOW UDWH
GXULQJ WKH [\HDU
D E F G H | J K
WR

bbbb WR
bbbb bWR
WR
WR
WR
WR
bbbb WR
bbbb WR

WR
bbbb WR
bbbb WR

WR
bbbb WR
bbbb WR
bbbb WR

'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



&RPSDQLHY UHFHLYDEOH ),5%

(ISRVXUH 3 EDQG 1XPEHU RI GHEWRUV DW WKH $YHUDJIH REVHUYHG[SRVXXOIW HLIKWHS, | by 3 $YHUDJH KLVWRULFDO
FDWHJRULHV HQG RI WKH SUH Y LR X&KLy QRQ |SD\PHQWwH DYHUDJH 3 GHIDXOW UDWH
GXULQJ WKH \HDU
D E F G H [ J K
WR é
bbbb WR é
bbbb  bWR é é
W R é
WR é
WR
W R
bbbb WR
bbbb W R é é
WR
bbbb  WR
bbbb WR
W R
bbbb WR
bbbb WR
bbbb WR é
"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



5HWDLO RWKHU

3' EDQG

EVHUYHG[SRYXXGWZHLIKWH

DYHUDJH 3'

ﬁHUDJH 3"

WR

bWR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

'"HIDXOW

%DONLOILOODU

'LVFORVXUHV 5HSRUW



5HWDLO UHFHLYDEOH

I:(I[DS\/\?I}I/JXRUUHLHV 3' EDQG 1HXPEHU Rl GHEWRUV DW WKH $YHUDJH REVHUYHC{[GIRIV[XXJ(BIV\ZHILJKWHﬁHUDJH 3" $YHUDJH KLVWRULFDO
QG RI WKH SUHRY LRXZKWHHKU QRQ [SD\PHQWwWH DYHUDJH 3 GHIDXOW UDWH
GXULQJ WKH \HDU
D E F G H | J K

WR é é é é é

WR é é é é é

bWR é é é é é é
WR

WR é

WR

WR

WR

WR é é

WR

WR

WR é é
WR

WR

WR
WR

'"HIDXOW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW




ORUWJIDJHV

EVHUYHG[SRVXXGWHLJIKW

H .
Ay siriaty Y HUDIH 3

WR

WR

bWR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

WR

'HIDXOW

%DONLOILOODU

'LVFORVXUHV 5HSRUW



7KH WDEOH EHORZ VKRZV WKH HIIHFW RI WKH FUHGLW ULVN PLWLJDWLRQ DVVRFLDWHG ZLWK HDFK H[SRVXUH
WKH FUHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV ZLWK DQG ZLWKRXW

FDWHJRU\
VXEVWLWXWLRQ HIIHFW DW

DQG WKH LQFLGHQFH RI

'"HFHPE

HU

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

&UHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV

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

H[SRVXUHV

+HGJLQJ RI FUHGLW ULVN ZLWK FROODWHUDO RU VLPLODU LQVW

uxPHGIRY

W ULVN KH

CJLQJ ZLW

RQDO JXDUPQWHHYV
5LVN ZHLIJKWHG
7RG (DO $PRXQW RI ULMNSRVXUH
$ 5% HI[SRVYIUHV ZHLIKWHBPRXQW ZLWK
3RUWURQ RI 3RUWLRQ RI W DVVHWYV ¥ LWKFEWWLWXWLRQ
SRUWURQ RBKDUH RI3RUWLRQ RI H[SRVYIUHV ruwiro miISRVIUHV 5Bu RYXEVWLIWXWLRQIHFWV
H[SRVYXUHW[SRVIUHW[SRVIUHVBRUWLIRQ RBIRUWLIRQ RRYHUHG ESRUWLIRQ RRUWLRQ §|SRV U?”;RYHU{G RISRVIUHV HiIHEWV PLWLIDWLRQ
FRYHUHG ERRYHUHG BAHFXUWG EM[SRVYUHWI[SRVYUHRMWKHU DVVHhy VIUHW[SRVXUH [Y ulic E\SHUVRQDBRYHUBG EWHGXFWLRQ DQG
ILQDQFLIRVOKHU HOLJ RO PWHEROHUKG BFARYHUKG EPQG ULJKWRYHUNGREYHUHG| E\ ﬁ/\'i\rupoQWlD/UDC HHy FUHGLWI IHFWV RYXEVWLWXWLRQ
FROODWHUTRDODWHUPRQVLVWLQUHAHLYDEWKMU SK\VLEBBHY DV FDVK| RQ |_vau08,\_=| G E\D WKLUG VERHBY v oWl Y HV HITHFWYV
LPPRYDEOH FROODWHUDJ ROOBWHIDIRVUW SROLFLH SDUW
SURSHUW\
D E F G H I J K L M N o P Q
&HQWUDO JRYHUQPHQWYV DQG FHQWUDO

EDQNV

5HILRQDO JRYHUQPHQWY RU ORFDO
DXWKRULWLHYV

3XEOLF VHFWRU HQWLWLHV

&RUSRUDWHYV

21 ZKLFK FRPSDQLHV JHQHUDO

21 ZKLFK FRPSDQLHYV VSHFLDOLVHG
OHQGLQJ

21 ZKLFK FRPSDQLHYV UHFHLYDEOHV

5HWDLO

21 ZKLFK UHWDLO UHYROYLQJ

21 ZKLFK UHWDLO VHFXUHG DJDLQVW
UHDO HVWDWH

21 ZKLFK UHWDLO UHFHLYDEOHV

21 ZKLFK UHWDLO RWKHUV

7RWDO

3LIOODU

JLIXUHV LQ WKRXVDQGV RI H>»

'LVFORVXUHV 5HSRUW



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

H[SRVXUHV

&UHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV

ULVN KHIGJLQJ ZLWK
+HGJLQJ RI FUHGLW ULVN ZLWK FROODWHUDO RU VLPLODU LQV UX%WQDO JXDUpQWHHV

5LVN ZHLIJKWHG
7RWDO $PRXQW RI ULNMRVXUH
) 5% H[SRVIUHV ZHLIKWHIEPRXQW ZLWK
3SRUWLRQ RI 3RUWLRQ RI W DVVHWYV ¥ LWKFEXW LWXWLRQ
3RUWLRQ RBKDUH RIZRUWURQ RI HISRVYUHV uwtlro RiSrRVIUH 5By / RYXEVWLWXWLRQHFWYV
HISRVAUHWM[SRVAUHVI[SRVIUHWBRUWLRQ BRUWLRQ RRYHUHG E3RUWLRQ RRUWLURQ RfcLY U%VRYHUHG ﬂ[SRV UHV HIIHFWVPLWLJIDWLRQ
FRYHUHG EWRYHURG EAHFXUHG EN[SRVIUH\H[SRVIURWKHU DVVHYSRVIUHWH[SRVIUHV DY L (TG BSHUV;QS%BYHUiG EUHGXFWLRQ DQG
ILQDQFIRDNKHU HOLJER®OWD DPWHEDYHU NG ERYHUHNG ERQG ULIJKWRYHUNGREXHUHG E\"F R/I UXlP HMWBU DG %'ﬁﬂYYDxf\L—W\/‘HFW RYBEVWLWXWLRQ

FROODWHUR®ODWHUDRQ VLV LQUHFIHLYDEWKNU SK\VLFBYHE DV FDVK|RQ LQVXU|D 586G E\v b wkLUG HITHFWV
LPPRYOQEOH FROODWHUDG&ROODPWHIHSRVYW SROLFLH
SDUW
SURSHUW\
D E F G H J K L M N o P Q

&HQWUDO JRYHUQPHQWYV DQG FHQWUDO EDQNV
5HJLRQDO JRYHUQPHQWYV RU ORFDO
DXWKRULWLHV
3XEOLF VHFWRU HQWLWLHYV
,QVWLWXWLRQV
&RUSRUDWHV é é é é é é é é é é é
21 ZKLFK FRPSDQLHV JHQHUDO é é é é é é é é é é é
21 ZKLFK FRPSDQLHV VSHFLDOLVHG OHQGLQg 6 é é é é é é é é é
21 ZKLFK FRPSDQLHVY UHFHLYDEOHV é é é é é é é é é é é
7RWDO é é é é é é é é é é é

JLIXUHV LQ WKRXVDQGV RI |

JLIOODU  'LVFORVXUHV 5HSRUW



THKH HRE WVHUNMHGVFKDQIBY DLAQFUIGYVN ZHLIJKWHG DVVHWY LQ W

IDFWRUV
7KH PDLQ FKDQJHV GXULQJ WKH ILQDO TXDUWHU LQ ULVN ZHHWKWEBORVERY RO W KHVYWRKR WY WHRd PeH S REDELOLWLHYV
DSSURDFK DUH DV IROORZV FRUSRUDWHY ERRN DV SDUW RI WKH UHYLHZ DQG XSGDWH RI
6WDWHPHQW RI IORZV RI ULVN ZHLJKWHG DPRXQWV RI H[SFRRQ R\ WEG ¥ D A AP URXHP i QW IHG W K RFUHGLW TXDOLW\ RI \
WKH .5% DSSURDFK &5 UHYLHZ RI LQWHUQDO FXVWRPHU UDWLQJV ZKLFK KDV FRQV
WKH ,5% VFRSH
$PRXQW R LVN LIKWHG

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

6L]H RI DVVHWYV
$VVHW TXDOLW\
ORGHO XSGDWHV
OHWKRGV DQG SROLFLHYV

$FTXLVLWLRQV DQG DVVLIQPHQWYV

([FKDQJH UDWH IOXFWXDWLRQV

o | | | | D

2WKHU

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

JLIXUHV LQ WKRXVDQGV RI HXURV

6HFXULWLVDWLRQV

$VIQWKHWLF VHFKY LDV WIDWQVDFWLRQ LQ ZKLFK WKH FUHGLW
DQG WUDQVIHUUHG WKURXJK WKH SXUFKDVH RI FUHGLW SLU

3XUVXDQW WR 5HIJXODWLRQ (8 DV DPHQGHG E\ 5HJXIDMKHRY WIRURXIK WKgs & VH RI FUHGLW GHULYDWLYHV RU JXD

VHFXULWLVDWLRQ LV GHILQHG DV D WUDQVDFWLRQ RU VFKHBRH) & HWHE b WK Rathrka i e Wi \LWHEWTB(EOZ\JL\%&H HFROR

DQ H[SRVXUH RU SRRO RI H[SRVXUHV LV GLYLGHG LQWR WZRsRY RANH R Gt SHREK R WPV IR WP SXUSRVH HQ
WUDQFKHV ZKLFK KDYH WKH IROORZLQJ FKDUDFWHULVWLFVy{EXLWLHY LVVXHG E\ WKLV EDON UHSUHVHQW QR SD\F

3D\PHQWV LQ WKH WUDQVDFWLRQ RU VFKHPH DUH GHbERWEHYRWELERQ WKH SHUIRUPDQFH RI

WKH H[SRVXUH RU SRRO RI H[SRVXUHYV $FFRUGLQJ WR WKLV GHILQLWLRQ WKH *URXS KDG RQH RXW
7KH VXERUGLQDWLRQ RI WKH WUDQFKHV GHWHUPLQHV WP BHYWULEXWLRQ RI ORVVHV GXULQJ WKH
RQJRLQJ OLIH RI WKH WUDQVDFWLRQ RU VFKHPH *URXS VHFXULWLVDWLRQ DFWLYLW\ REMHFWLYHV

7KH DVVHVVPHQW RI WKHVH FKDUDFWHULVWLFV WR GHWHURLQH Z5HMMOHY WK WM Do VHEXRBE®LVRWEROVLVDWLRQV
WUDQVDFWLRQ ZLOO EH FDUULHG RXW DFFRUGLQJ WR ODZ Q% RS ¥KFD BB RBRRLW YRENWR @it RIPWHD I WHUP 7KL\

WUDQVDFWLRQ WKH UHPDLQLQJ ILQDQFLQJ DQG FDSLWDO LQVWUXPHQWYV
ZKROHVDOH PDUNHWYV

JLIOODU  'LVFORVXUHV 5HSRUW



7KH SULPDU\ REMHFWLYH RI VHFXULWLVDWLRQ KDV EHHQ WR & HUWYNLGVY W\QULYWWUXRHAQWKHRY LHHIZBRWQWHE&1 WKH RULJL
PDQEDJLQJ WKH EDODQFH VKHHW DV D VRXUFH RI OLTXLGLW\ DW D/HRRSHWILLWILW HRER SWREPE & VD VZ BLE K IIXRO@QW.RWYV RI FRQY
FDSLWDO PDQDJHPHQW WRRO WKURXJK WKH WUDQVIHU RI ULVN WR EH WUDGHG RQ VHFRQGDU\ GHEW PDUNHWYVY ZKLFK

0
JXQFWLRQV SHUIRUPHG E\ WKH *URXS LQ VHFXULWLVDWLRQ SMA%%%ED%W&%E@@F@{VSSDS\ovt/gLH\\// g:_vo’\ll_T)E)l_VG
LOQYROYHPHQW

%DOQONLQWHU *URXS LOWHUYHQHYV LQ VHFXULWLVDWLRQ RSH \ gé ‘ojt VE{?G/E)LBVC%%)Y E@FWV%%!:?B SJR%\/SMe VI\:/ES
LeQLwLbo DIJUHHPHQW WR FUHDWH WKH REOLJDWLRQV RU Sﬁ:‘ \{y \ LL V Rl \/{7| G LB' U S'R QWLDO
GHEWRU DQG JLYLQJ ULVH WR WKH VHFXULWLVDWLRQ RI WKH HJ X

,W DOVR SDUWLFLSDWHYV DV D FRXQWHUSDUW\ LQ SD\PHQW$I§Eﬁé\%M{:LRQQ]V\FLﬁDOFL\/5\\/ R EMEEBEYLYRYSRRB P RY Wik

ORDQV DQG FRXQWHUSDUW\ LQ DQ LQWHUHVW UDWH VZDS FRE&WRDFAWH LRD FIROWREZG & HEX GdDMLNIDQWRY) FYRES EQ WUDQ
YLUWXH RI ZKLFK WKH IXQG ZLOO PDNH SD\PHQWV WR % DIQQMWQWX-PH WO FXQBWXGL @D DWVR/HI W HIHEHOQIAMALVDWLRQV DUF
LQWHUHVW UDWH IRU SDUWLFLSDWHG PRUWJDJH ORDQV DI EQ XD\ FRDWVRIOUSDUWH\G J40XDNILRL\E DUV MDOMOHPBAWY DQG LQ
SD\PHQWYV WR WKH IXQG FDOFXODWHG RQ WKH UHIHUHQFH LQWRUHRBW LIRIQW HQV MWK Ll R UUEIRFGEF¥W FDQ DOVR EH IRXQG LQ

6LQFH WKH VWDUW RI LWV VHFXULWLVDWLRQ DFWLYLW\ %IEBQIYS\H,?%D*VMI—RI§5|LI?IP\PII:DlD[?_%V\V/WLDQ\Ah%PB%W¥XFE)%VIZIULPI_Q\/VRIHUV R

PDQDJHPHQW VWDQGDUGY LQ UHVSHFW RI WKH VHFXULWLYV HG WKW DAWHR QR UD $F9OWQUDWH I VDARHH GUBQWLVN ZHLIKW
PRQLWRULQJ DQG UHFRYHU\ FULWHULD IRU VHFXULWLVHBFWUWLWMMHWLRQV DV IRU QRQ VHFXULWLVHG

WUDQVDFWLRQV ,Q FDVH RI D VLJQLILFDQW WUDQVIHU RI ULVN GXULQJ WKI
%DQNLQWHU GLG QRW PDNH DQ\ QHZ LVVXHV LQ QRU KIDWWWFDGEHG RDQXEVWIRWVXBMA KEODWAHRWO\ (& J DV PRGI
SRVLWLRQV LQ LWV H[LVWLQJ LVVXHV 6LQFH WKH VWDUW RI LWV &35F XUVWHVDMAOROQL WEWILW LRQ PN XQWWUP BDYWDLC
PDLQWDLQHG WKH VDPH ULVN PDQDJHPHQW VWDQGDUGYV |RW HWW HGH KRQWGIHWUL WHKGH D/AHE XQR @/ M\HIFW UR QY LMUHDP HZRUN HVWD
WUDQVDFWLRQV 2WKHUZLVH VHFXULWLVDWLRQ H[SRVXUHV ZLOO EH WUHDWH

&XUUHQWO\ %DQNLQWHU LV QRW FRQVLGHULQJ ODXQFKLQJ5B DX OIHZLRIOFX(BLWLVDWLROQPHQGL @R WKH FDWXWEO UHTXL
RI LWV EXVLQHVV PRGHO ZKLFK PDNH LW XQQHFHVVDU\ LQ WHERYLRMLNDWHKIRQ HFIRFHHQFN R URAIFSLWQO -DQXDU\ 7KLV

RI PHWKRGV IRU FDOFXODWLQJ WKH DPRXQWV RI ULVN ZI
IDWXUH RI WKH ULVNV LQKHUHQW WR VHFXULWLVHG DVVHWY o\ Wi ROV DOG HVWDEOLVKHV D KLHUDUFK\ WR GHWHUPL
7KH VHFXULWLVDWLRQ DFWLYLW\ FDUULHV ZLWK LW D VHULBEKLRKDVVRFLDWHG ULVNV WKDW KDYH UHSHUFXVVLRQV

IRU RULJLQDWRU DQG LQYHVWRU LQVWLWXWLRQV 7KH PDLQ ULVI%\{&DU\;IE%S; DSSURDFKH WKH FRQGLWLRQV VHW RXW LQ ¢
&UHGLW ULVN WKLV LV WKH PDLQ ULVN WKDW LV WUDQVIHULQN® UWKW MR ZLOWX KX Y HVW KW KEH & Q54 W RIWR D FK
WKDW KDYH DFTXLUHG VHFXULWLVHG DVVHWYVY 7KLV ULVN R \% \? % DAPHQ \
WKH ERUURZHU GRHV QRW PHHW WKHLU FRQWUDFWXDO REO%%/§£§6 %5 é{gé@L K . E 9 I% E/ T_gVKPg\UVQ\/Fl\:NOEC b
GXH WLPH DQG IRUP 7KLV QRQ FRPSOLDQFH UHVXOWYV L I(-| LI§SD|1_ w I WK
XQGHUO\LQJ DVVHW Rl WKH VHFXULWLVDWLRQ SRVLWLRQV RUYEIGBIDIWDBES URKODHFKH WKH 6(& 6% DSSURDFK FDQQRW EFt

0,
3UHSD\PHQW ULVN WKLV ULVN LV DVVRFLDWHG ZLWK DQ HD%&%WL%\@BS%%%(&%&%%\S%SSU K WD§|F|§+L<J|?FDKQEF>B ZLt
DVVHWY HLWKHU SDUWLDO RU WRWDO :LWK WKLV UHSD\PH Y R X ORI

VHFXULWLVDWLRQ SRVLWLRQV LV UHGXFHG ZKLOH WKt OF@KQWWDHW X D R XD WROU RVAVR WKW K HE6 X& GHAUPO LHIFURDFK WR F
DVVHWYV LV PDLQWDLQHG VHFEXULWLVDWLRQV

%DVLVY ULVN EDVLV ULVN H[LVWV ZKHUH WKH VHWWOBRBHIQIWY VRRU QQYWWHWWWLRWYNMVP B\ @ HFXW IWKHN WEVN ZHLIKWH
DVVHWY GR QRW PDWFK WKH LOQWHUHVW UDWHV RI WKHWWHRBRIMMWDNRNVLRQ IRVIHFXRQWLYR WRRG@ UWMRKIWKDW ZKLFK
ULVN LW LV FRPPRQ WR XQGHUWDNH LQWHUHVW UDWH RXPWYV ZWKHK VR KOG EHGS WRHEXPHH @&/ LY DWKIHRQHFXULWLVHG
VZDS 7R PLWLIJDWH WKLV ULVN DOO %DQNLQWHU V VHFXULWLVDWLRQ IXQGY KDYH DQ DVVRFLDWHG

EDVLV VZDS

JLIOODU  'LVFORVXUHV 5HSRUW



7KH ,QVWLWXWLRQ FORVHO\ PRQLWRUV WKH FUHGLW ULVN WUHQGV RI XQGHUO\LQJ DVVHWY LQ WKH SRVLWLRQV LW
RULJLQDWHY JLYHQ WKDW WKHLU EHKDYLRXU FDQ GLUHFWO\ LQIOXHQFH WKH ULVN ZHLJKWHG DVVHWYV QHHGHG
WR FRYHU WKH VHFXULWLVDWLRQ SRVLWLRQV KHOG RQ LWV EDODQFH VKHHW

5DWLQJ DIJHQFLHV XVHG

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

,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

$W '"HFHPEHU WKH *URXS KDG RQH RXWVWDQGLQJ WUDGLWLRQDO VHFEXULWLVDWLRQ RQ LWV
EDODQFH VKHHW 1RWH Rl WKH *URXS V DQQXDO ILQDQFLDO VWDWHPHQWY GHWDLOV WKH WUDQVIHUV RI
ILQDQFLDO DVVHWVYV WKURXJK VHFXULWLVDWLRQV 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

JLIOODU  'LVFORVXUHV 5HSRUW



6HFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ ERRN 6(&

D E F G H I J
7UDGLWLRQDO 6\QWKHWLF
676 1RQ 676
21 ZKLFK VLJQLILFDQW 21 ZKLFK VLJQLILFDQW 21 ZKLFK VLOQLILBREQWR WD O
WUDQVIH[U RI ULVN WUDQVIH[U RI ULVN WUDQVIH[U RI ULVN
5HWDLOHUV WRWDO é é é é
ORUWJDJH RQ UHVLGHQWLDO UHDO HVWD Wl é é é
&UHGLW FDUG é é é é é é é
2WKHU UHWDLO H[SRVXUH é é é é é é é
5HVHFXULWLVDWLRQ é é é é é é é
:KROHVDOH WRWDO RI ZKLFK é é é é é é é
&RUSRUDWH ORDQYV é é é é é é é
ORUWJDJH RQ UHVLGHQWLDO UHDO HVWD Wél é é é é é é
/HDVHVY DQG UHFHLYDEOHYV é é é é é é
2WKHU ZKROHVDOH H[SRVXUHV é é é é é é é
5HVHFXULWLVDWLRQ é é é é é é é
JLIXUHV LQ WKRXVDQGV RI H
'XULQJ %DQNLQWHU RULJLQDWHG QR VHFXULWLVDWLRQ WUDQVDFWLRQV DQG WKHUHIRUH QR SURILW RU

ORVV KDV EHHQ UHFRJQLVHG IRU WKLV DFWLYLW\ 7KH *URXS DOVR KDV QR DVVHWVY SHQGLQJ
VHFXULWLVDWLRQ

$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 VHFXULWLHV 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

JLIOODU  'LVFORVXUHV 5HSRUW



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%$
_HLJKWLquiLJKWLQHLJKWLQBILJKWLQ.]HLJKW LQFOXGLQJ THLIKW LQFOXGLQJ CHLIKW
: i DQG ! DQG ! DQG 6(& ,5%%$6(& & (5%$6(& 6% &DSLWD®O(& ,5%$ LQWHUQHO& 6% 6(& ,5%$ LQWHUQBO& 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 WKRXVDQGV RI H

$W WKH HQG RI ULVN ZHLJKWHG DVVHWY DPRXQWHG WR WKRXVDQGV RI HXURV YV
WKRXVDQGY RI HXURV ODVW \HDU 7KH YDULDWLRQ LV PDLQO\ GXH WR WKH DPRUWLVDWLRQ RI WKH
%DQNLQWHU )7+ I1XQG IRU WKRXVDQG HXURV DQG WR FKDQJHV LQ WKH ,5% PRUWJDJH

PRGHO WKDW LV DSSOLHG WR FDOFXODWH WKH PLQLPXP FDSLWDO UHTXLUHPHQWYV RI WKH VHFXULWLVHG
SRVLWLRQV DQG DFWV DV D FHLOLQJ

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

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



([SRVXUHV VHFXULWLVHG E\ WKH EDQN ([SRVXUHV ZLWK : GW KDY BWS DEME WS WXKWHWMAPHOW Y HRWDWLRQ DQG PDQDJHPHQW
VSHFLILF FUHGLW ULVN 6(& FUHGLW ULVN H[SRVXUH %DQNLQWHU *URXS KDV UREXVW
PDQDJLQJ HOLJLEOH FROODWHUDO WKDW HQVXUH WKDW VXF

D E F FRQWURO SURFHVVHV DUH DGGUHVVHG LQ WKH IROORZLQJ V
([SRVXUHV VHFXULWLVHG E\ WKH EDQN WKH EDQN DFWV DV
RULJLQDWRU RU VSRQVRU
EDODQFE
TRWDO QRPLODO RXMN DO BPRXOW REH-L]DUGLQJ RSHUDWLRQV LQ FDSLWDO PDUNHWYV JXDUDQWH]
VSHFLILF|FUHGL
21 ZKLFH DLV Bam VRO QFOXGHG LQ WKH FODXVHV Rl WKH FRUUHVSRQGLQJ ILQDG
H[SRVXUHVPDIGMKG XU| Q) WKW UDQVDFWLRQV WKDW %DQNLQWHU SHUIRUPV ZLWK LWV FR
Salia s SR JLEL IUDPHZRUN DJUHHPHQWV ,6'$ RU &02) ZKLFK LQFRUSRUD)
TRWDO HSRVXURV WUDQVDFWLRQV ,Q DGGLWLRQ %DQNLQWHU KDV HQWHUHG
EEEE:‘Q’E@JEDRU%:HVLGHQWLDO UHDO HYWDWH FRQWULEXWLRQ RI FROODWHUDO WR WKH FRXQWHUSDUW\ W
GHSHQGLQJ RQ KRZ WKH WUDQVDFWLRQ LV VHWWOHG
bb2WKHU UHWDLO H[SRVXUH
bb5HVHFXULWLVDWLRQ 7KHVH PLWLJDWLRQ WHFKQLTXHV QHWWLQJ DQG &6%V Gt
:KROHVDOHUV WRWDO H[SRVXUH

bb&RUSRUDWH ORDQV

bbORUWJIJDJH RQ UHVLGHQWLDO UHDO HVWDWH

bb/HDVHVY DQG UHFHLYDEOHYV

bb2ZWKHU ZKROHVDOH H[SRVXUHV &ROODWHUDO LV FRQVLGHUHG WR EH DVVHWYV WKDW VHFXUL

E\ WKH FXVWRPHU RU E\ D WKLUG SDUW\
bb5HVHFXULWLVDWLRQ

JLIXUHV LQ WKRXVDQGV RI HQURM-FRUGDQFH ZLWK WKH 5HIXODWLRQ WKH IROORZLQJ P
WHFKQLTXHV DPRQJVW RWKHUV

&DVK RQ GHSRVLW ZLWK RU LQVWUXPHQWYV VLPLOD

LOVWLWXWLR
$W 'HFHPEHU %DQNLQWHU GLG QRW DFW DV DQ LQYHVWRU L8 D\%IV VHFXU@WLVDWLRQ

'"HEW VHFXULWLHV LVVXHG E\ FHQWUDO JRYHUQPHQV
,QIRUPDWLRQ RQ FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHWHFXULWLHV KDYH D FUHGLW DVVHVVPHQW E\ DQ (&$, R

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

7LWOH ,, &KDSWHU RI 5SHIXODWLRQ (8 PRGLILHG E\ 5I—PJ§(%TDWLRQ (8

&55 HVWDEOLVKHY WKH DGPLVVLEOH FUHGLW ULVN PLWLJDW L RTX WHHAKQ RUXHVQLY® WM IGEXTH ER /G WRBWWDWH LQFOXG|

FKDUJH IRU FUHGLW ULVN DQG FDOFXODWLQJ WKH PLWLJDWLQJ *H”OHGFW WKHVH WHFKQLTXHY KDYH RQ FUHGLW

ULVN H[SRVXUHV R

3UXGHQFH LV WKH KDOOPDUN RI %DQNLQWHU *URXS V OHQéﬁﬂﬁéﬁﬁL'#\QQ% LMPHU PY YR W Y 'B yFi:FlJ‘I-PC\:AU'\'/\P pYKURXIK D

EDVHG RQ WKH FXVWRPHU V YHULILHG VROYHQF\ DQG FDSDFLWMBRRVBBEKRIUWED FUHB\X/ LQ ZiWEGRENHG 7KH .7

UHDOLVWLF SD\PHQW SODQ DQG WDNLQJ RQO\ RUGLQDU\ MEE@W g R B HV §R¥k \B‘B&NUBWLB UNHW SULFHV

7UDQVDFWLRQ JXDUDQWHHV DUH RQO\ FRQVLGHUHG D VHFRGRARFAPW R PR/ HPHER ULEHV WKH PHDVXUHPHQW W
EGVWUXPHQWY DW IDLU YDOXH

$PRQJ WKH W\SHV RI FROODWHUDO DFFHSWHG E\ %DQNLQW
SDUWLFXODUO\ LPSRUWDQW

JLIOODU  'LVFORVXUHV 5HSRUW



7KH PRUWJDJH SURFHVV LV UREXVW DQG LV EDVHG RQ LQGHSHQGHQ@W HEHMMWODSISUD/UMDOV 7KLUG SDUW\
H L

DSSUDLVDO FRPSDQLHV DUH VHOHFWHG SHULRGLFDOO\ IURR DPRQIVW WKRVH EHUWLILHG E\ %DON RI 6SDLO
7KH DSSUDLVDO SURFHVV LV FRPSOHWHO\ LQGHSHQGHQW RRUVKRQPRPBHIM & USIRW AKX u K DRAG QW Mk [ Y RXS KDV HVWD

FHQWUDOLVHG SURFHVV WKH DSSUDLVDO FRPSDQLHV DVVPIIHELIRG ! HHRRWES SR Y & HHRY R MERPH e Wik VH UHT XL U

UDQGRP $FFRUGLQJO\ WKH WUDQVDFWLRQV RI DQ\ JLYHQ &Y DREk KywR HHo XN QWHMG PW R DIMPHY EWHEROLFLHY DQG Vi
DVVHVVHG E\ GLIIHUHQW DSSUDLVDO FRPSDQLHV HOQWHUHG LQWR ZLWK YLUWXDOO\ DOO FRXQWHUSDUWLHV W

,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\ ZKHUH QHFHVVDU\ 7KLV FULWHULD DSSOLHV WR ERWK 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 PLWLIJDWLRQ WHFKQLTXHV &5

8QIJXDUDQWXBIGDQWHIHG
FDUU\LQJ DPBXQWQJ OPRXQW
21 ZKLFK 21 ZKLJFK
21 ZKLFIK VHFXUH|G MHFXUHG E\
VHFXUH|G EAQDQHLDO FUH|GLW
FROODWHNXNDODQWHGNULYPWLYHV
D E F G H
/IRDQV DQG DGYDQFHYV é
'"HEW VHFXULWLHV
é é é
7RWDO é
21 ZKLFK QRQ .
SHUIRUPLQJ H[SRVXUHV €
(8 21 ZKLFK ZLWK GHIDXOWeé é

JLIXUHV LQ WKRXVDQGV RI HXURV

+HGJLQJ ZLWK FUHGLW GHULYDWLYHVY FDUULHG RXW PDLQO\ WKURXJK FUHGLW GHIDXOW VZDSV &'6 LV QRW
FRPPRQ LQ WKH *URXS V RSHUDWLRQV DQG WKHUH ZHUH QR VXFK WUDQVDFWLRQV DW 'HFHPEHU

JLIOODU  'LVFORVXUHV 5HSRUW



%DONLQ3LOODU 'LVFORVXUHV 5HSRUW



JLODOFLDO| OLDELOLWLEHYV
7KH\ DUH LVVXHG ZLWK DQ LQWHQWLRQ 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 |UR7FKlﬂk@dy.HH$DLLdN HD| M&E RMDILGIHAWIDERR PR G PDQDJ
LQWHUHVW UDWH H[FKDQJH UDWH HTXLWLHV DQG FRPPRGLWLHVIRU ZKLFK WKHUH LV HYLGHQFH RI D UHFHQW SDWWHUC

7LWOH ,9 Rl 5HIXODWLRQ (8 1R &55 DV PRGLILHG E\ &55 7EHWBUdY GHUH EBWEXHB DWRALMRWWURKPHQWY WKDW GR QRYV
RZQ IXQGV UHTXLUHPHQWY IRU PDUNHW ULVN LQ WKH WUDGLQJ BER®V DRRWHGHR QWHWDNWRBQR eulbP iz QARAW EHHQ GHVLJIQL

IRU PDUNHW ULVN  WKH )XQGDPHQWDO SHYLHZ RI WKH 7UDGLKQIpUBRN D W % k DWW WEL@'@&@L‘%%FEE&P&LW\ LV XVHG WR |

LQWR HIIHFW RQ -DQXDU\ DIWHU VHYHUDO SRVWSRQHPHRWYVF) WK d¥BREHB X SBRRL WKRCFDWHIR UL
"LITHUHQFHV LQ $VVHWYVY KHOG IRU WUDGLQJ IRU WKH 'BJ'L@WP#Q/DFW'—\B@H ULVN PDQDJHPHQW V\\
(8 RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWL RQV DQ
LOYHVWPHQW ILUPV %DQNLQWHU *URXSiV ERDUG RI GLUHFWRUV HQWUXVWYV WKH
WDNLQJ DFWLRQ RQ EHKDOI RI WKH %DQN LQ ILQDQFLDO P
,Q DFFRUGDQFH ZLWK WLWOH , FKDSWHU Rl 5SHIXODWLRXUGBRVIHR RI WKHRVUDICH QX EX¥HDAVY LV WR RSWLPLVH WKH

3DUOLDPHQW DQG RI WKH &RXQFLO DV PRGLILHG E\ 5HIXOWWHRRRVY DBSURSULD&HE ILYBEHFLDO LQVWUXPHQWY DW D

WUDGLQJ ERRN PHDQV DOO SRVLWLRQV LQ ILQDQFLDO LQMWLKDIQHQWJ\D\/DIQ(BQ:CRPIRRGWWIGHH\ULKYI-D@/\G_YE-\VDQ

LOQVWLWXWLRQ HLWKHU ZLWK WUDGLQJ LQWHQW RU LQ RUGHU WR GJH SRVLWLROV KHOG ZLWK WUDGL%J L W %
7KH ILQDQFLDO LOQOVWUXPHQWY WUDGHG VK JHQHUDOC(

7R WKDW HQG WKH UHJXODWRU\ WUDGLQJ ERRN GHILQHG EXKHIQNLRWH Y DYRXSOFBQWDLRWLWKY SRULWILRR WKDW PD\ D
PDQDJHG IURP WKH *URXS V WUDGLQJ URRP E\ WKH 7UDGLQJFPRNDOWWR WHYQREKBWHQ WKMHKVERWWQOQWHD® FKDQJHV LQ V
IRU D SURILW PRYHPHQWY LQ LQWHUHVW UDWHV VWRFN PDUNHW SULFH'

7KH )LQDQFLDO DVVHWV KHOG IRU WUDGLQJ SRUWIROLR UVYSRFYoLPLWHG WR WKH DFWLYLW\ RI D VSHFLILF
EXVLQHVYVY XQLW DV LW LV EDVHG RQ WKH DFFRXQWLQJ FU¥%MH WlUR ¥$ WK\GRZ Q LID QK HD & XEHHOYO WEF¥FRY¥QWUREHG RQ R
UHJXODWLRQV RUJDQLVHG RIl PDUNHW FRXQWHUSDUWLHV 27& ERWK LQ L\
1RWH J RI WKH ORWHV WR WKH *URXS V FRQVROLGDWHB-WMSWSELAOROWBRAHP REG WV EWDEYG PN RkY VHIPHQWY

ILQDQFLDO DVVHWYV WKDW VKRXOG EH FODVVLILHG LQ WKH '3KQD*QJPF'{L)@OV\DJ/N/HH\XNS’RW\NWDRQWDQXG‘lHWLKYJ[R\MllKI-S\UBQLWURBLHU v
ORVV KHOG IRU WUDGLQJ SRUWIROLR 6XFK DVVHWV DUH UHF@PQEYBO6 DY WHLY SRGWIROEROLIKH W RK) EEXMIIQIHVWV IURP F1
PRGHO FKRVHQ WR PDQDJH WKHP DLPV WR REWDLQ SURILWVZKLRR VHOEODRW RgJpr@@wQu”\_/WPDV KHGJHV DUH FODVVLI

KU WHFWL
'LWKLQ WKH SRUWIROLR RI ILQDQFLDO DVVHWYVY DW IDLU YD g% Bg@%% EQ/Q%*R &%%Bﬁ gg
WUDGLQJ ERRN PXVW QHFHVVDULO\ LQFOXGH DOO DVVHWV 3\; RXEPH M h yﬁ%ﬁ%%“thDQF

'"HULYDWLYHYV ZLWK DQ DFWLYH PDUNHW DUH PHDVXUHG EDV
JLQDQFLDO DVVHWYV IRU HIFHSWLRQDO UHDVRQV WKHLU TXRWHG SULFH FDQQRYV
7KH\ DUH RULJLQDWHG RU DFTXLUHG IRU WKH SXUSRVHF RWKROG® LW R QY K/RK/HP XIVH & KR VRKFRODMMK WHH UIRQ DQFLDO GHULYD\

7KH\ DUH SDUW RI D SRUWIROLR Rl LGHQWLILHG ILQDE\HﬂBO LOQVWUXPHQWYV WKDW DUH PDQDJHG
WRIJHWKHU IRU ZKLFK WKHUH LV HYLGHQFH RI D UHFHQ¥) SRIVOWHU Qo RQ MK WW UW HURPXSUWR IER'DWBNRQIGLUHFWRUYV DS

WKH\ DUH GHULYDWLYH LQVWUXPHQWY WKDW GR QRW%FI-HMU\HXHD%%I?b W}ééRHIHPLQ}ﬁD%%ESéFW DQG PDUNHW I

JXDUDQWHH FRQWUDFWY DQG KDYH QRW EHHQ GHVLIJQDWHG DV KHGJLQJ LQVWUXPHQWYV

7KH )LQDQFLDO OLDELOLWLHY KHOG IRU WUDGLQJ SRUWIROLR PXVW LQFOXGH DOO ILQDQFLDO OLDELOLWLHYVY WKDW KD
DQ\ RI WKH IROORZLQJ FKDUDFWHULVWLFV

JLIOODU  'LVFORVXUHV 5HSRUW



7KH ODUNHW 5LVNV $UHD ZKLFK UHSRUWV WR WKH 5LVN 'LYLVLRQ LQGHSHQGHQWO\ PHDVXUHV

PRQLWRUV DQG FRQWUROV WKH ,QVWLWXWLRQ V PDUNHW ULVNVY DQG WKH OLPLWYVY HVWDEOLVKHG E\ WKH ERDUG
7R WKDW HQG YDOXH DW ULVN 9D5 LV FDOFXODWHG XVLQJ D KLVWRULFDO VLPXODWLRQ ZLWK D
FRQILGHQFH OHYHO DQG D WLPH KRUL]JRQ RI RQH GD\ 7KLV FDOFXODWLRQ LQYROYHY DQ HVWLPDWH RI WKH
SRWHQWLDO ORVVHV UHVXOWLQJ IURP FKDQJHV LQ WKH YDOXH RI WKH *URXS V SRVLWLRQV LQ ILQDQFLDO
DVVHWY DQG WUDGLQJ SRVLWLRQV ZKLFK PD\ RFFXU DV D UHVXOW RI FKDQJHV LQ IDFWRUV VXFK DV
LQWHUHVW UDWHV H[FKDQJH UDWHV FUHGLW VSUHDGV RU VWRFN PDUNHW SULFHV LQ WKH HYHQW RI WKH VDPH
PRYHPHQWY WKDW KDYH RFFXUUHG LQ WKH ODVW PRQWKYV

7KLV PHWKRG UH HYDOXDWHY DOO WUDGLQJ SRVLWLRQV LQ WKH GLIITHUHQW PDUNHW FRQGLWLRQV RFFXUULQJ
HYHU\ GD\ GXULQJ WZHOYH PRQWKY EHIRUH WKH FDOFXODWLRQ GDWH $IWHU REWDLQLQJ WKH UHVXOWV LQ
HFRQRPLF WHUPV WKH VFHQDULR FRUUHVSRQGLQJ WR D FRQILGHQFH LQWHUYDO LV WDNHQ WR
HVWDEOLVK DOO WKH OLPLWYV

7KH 9D5 OLPLWYV DUH DSSURYHG DQQXDOO\ E\ WKH ERDUG RI GLUHFWRUV 7KH XVH RI ULVN OLPLWV GXULQJ

WKH \HDU UHPDLQHG ZLWKLQ DQG GLG QRW H[FHHG WKH PD[LPXP 9D5 DSSURYHG 7KH ERDUG RI

GLUHFWRUVY DQG WKH DVVHWYVY DQG OLDELOLWLHYVY FRPPLWWHH DUH SHULRGLFDOO\ LQIRUPHG DERXW WKH OHYHOV
Rl XVH RI WKHVH OLPLWYV WKURXJK VSHFLILF UHSRUWYV

7KH IROORZLQJ FKDUW GHWDLOV WKH 9D5 E\ ULVN IDFWRU RI WKH WUDGLQJ SRVLWLRQV DW WKH FORVH RI WKH
ILQDQFLDO \HDU LQ PLOOLRQV RI HXURYV

9D5 E\ ULVN IDFWRU

,QWHUHVW UDWH 9D5

(TXLW\ 9D5

([FKDQJH UDWH 9D5

9RODWLOLW)\ 9D5

7TRWDO 9D5

&RQILGHQFH OHYHO DQG WLPH KRUL]JRQ RI RQH GD\

:KHQ FDOFXODWLQJ 9D5 DW RQH GD\ ZLWK D FRQILGHQFH OHYHO RI WKH ORVVHV LQFXUUHG LQ WKH
WUDGLQJ EXVLQHVYVY DUH H[SHFWHG WR UHPDLQ EHORZ 9D5 LQ RI WKH GD\V ,Q RUGHU WR HVWLPDWH

WKH ORVVHV WKDW FRXOG EH LQFXUUHG RQ WKH GD\V LQ ZKLFK 9D5 LV H[FHHGHG WKH H[SHFWHG
VKRUWIDOO RU FRQGLWLRQDO 9D5 LV FDOFXODWHG RQ D GDLO\ EDVLV 7KLV 9D5 SURYLGHV WKH HVWLPDWHG
DYHUDJH ORVV LQ WKH HYHQW DQ\ RI WKH VFHQDULRY FRUUHVSRQGLQJ WR WKH UHPDLQLQJ RI GD\V

ZHUH WR RFFXU

7KH ULVN PHDVXUHPHQW PRGHOV DUH UHJXODUO\ WHVWHG WR YHULI\ WKHLU YDOLGLW\ WKURXJK
EDFNWHVWLQJ WR HQVXUH WKDW WKH\ DUH FRUUHFWO\ FDOLEUDWHG 7KH UHVXOWY RI WKHVH WHVWYV ZHUH
VDWLVIDFWRU\

JLIOODU  'LVFORVXUHV 5HSRUW



2Z2Q IXQGV UHTXLUHPHQWY IRU PDUNHW ULVN &DSLWDO UHTXLUHPHQWYV IRU PDUNHW ULVN KDYH LQFUHDV!

FLDO \HDU IROORZL WKH SHUIRUPD FH RI WKH PDU
%DQNLQWHU XVHV WKH VWDQGDUGLVHG DSSURDFK IRU F >ﬁ BW}@\QW&H'\NQWKM FHARVRG KRGRORJ\ XVH
PDUNHW ULVN DV HVWDEOLVKHG E\ 5HIJXODWLRQ (8 UGDQFH ZLWK
5HIJXODWLRQ RZQ IXQGV UHTXLUHPHQWV IRU PDUNHW ULV&\Q(E)HJUJ{ WMHFWEL@DWHRQO@NVRBQ |(>8Q@R &55 DV DF

UHTXLUHPHQWYV IRU SRVLWLRQ ULVN IRU IRUHLJQ H[FKDQJH ULVN D& IRREFRAEKRGVWULHMWXUUVWRHQWY IRU H[FKDQJH UDW

WKH VXP Rl WKH HW JOREDO SRYLWLROV LQ IRUHLJIQ
$V LQGLFDWHG HDUOLHU LQ WKLV FKDSWHU WKH RZQ IXqu;VHéJHT LA FHQIW 4 cEBV VSWREGLQIR WR IR ORW KROG

)XQGDPHQWDO S5HYLHZ RI WKH 7UDGLQJ %RRN )57% UHYL #&%Jw@h\&@ﬁ,m& 5|_v lqrm,r‘i %QEHORZ WKH WKUHVKRO ¢

G
GHIHUUHG E\ WKH (XURSHDQ &RPPLVVLRQ XQWLO -DOXDUjY off KRBUIRLD UGN RAGUIWRBYTxLUHRHOWY WR EH FRQ!
UHTXLUHPHQWY IRU PDUNHW ULVN DUH FDOFXODWHG XQGHU WKH SUHYLRXYV FDSLWDO UHJXODWLRQV

,Q %DQNLQWHU KDG QR H[SRVXUH WR FRPPRGLWLHV ULVN DQG LWV H[SRVXUH WR IRUHLJQ
H[FKDQJH ULVN ZDV DOVR YHU\ ORZ $FFRUGLQJO\ XQGHU 7LWOH ,9 &KDSWHU RI 5GHIXODWLRQ (8 1R
&55 QR UHTXLUHPHQWY QHHG WR EH FRQVLGHUHG IRU VXFK ULVNYV

$V HYWDEOLVKHG LQ 7LWOH ,9 RI 5HIXODWLRQ (8 1R &55 RZQ IXQGV UHTXLUHPHQWYV IRU

SRVLWLRQ ULVN DUH WKH VXP RI WKH RZQ IXQGYV UHTXLUHPHQWY IRU WKH JHQHUDO DQG VSHFLILF ULVN RI

LWV SRVLWLRQV LQ GHEW DQG HTXLW\ LQVWUXPHQWY LQ WKH )LQDQFLDO DVVHWY KHOG IRU WUDGLQJ SRUWIROLR
*HQHUDO ULVN LV WKDW ZKLFK GHULYHV IURP D FKDQJH LQ YDOXH RI WKH SRUWIROLR GXH WR JHQHUDO
PDUNHW PRYHPHQWY ZKLOH VSHFLILF ULVN LV WKDW ZKLFK DULVHV IURP D FKDQJH LQ WKH YDOXH RI
SRUWIROLR LQVWUXPHQWY GXH WR FDXVHV UHODWLQJ WR WKH VHFXULWLHYV LVVXHU RU WR WKH LVVXHU RI WKH
XQGHUO\LQJ DVVHW

([SRVXUH WR WKLV W\SH RI ULVN FRQWLQXHV WR UHSUHVHQW D YHU\ VPDOO SHUFHQWDJH RI WKH *URXS V
ULVN WDNHQ DV D ZKROH 7KH DPRXQWYV RI ULVN ZHLJKWHG DVVHWY DQG WKH RZQ IXQGV UHTXLUHPHQWYV
IRU HDFK W\SH RI LQVWUXPHQW DW '"HFHPEHU ZHUH DV IROORZV

ODUNHW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK 05

D

$PRXQW RI ULVN ZHLJKWHG
H[SRVXUH

2XWULIJKW SURGXFWYV

, QWHUHVW UDWH ULVN JHQHUDO DQG VSHFLILF

(TXLW\ ULVN JHQHUDO DQG VSHFLILF

([FKDQJH UDWH ULVN

&RPPRGLW\ ULVN

2SWLRQV

6LPSOLILHG DSSURDEFK é

'HOWD SOXV PHWKRG

6FHQDULR DSSURDFK

6HFXULWLVDWLRQ

7TRWDO

JLIXUHV LQ WKRXVDQGV RI HXURV

JLIOODU  'LVFORVXUHV 5HSRUW



2SHUDWLRC
ULVN




2SHUDWLRQDO 5LVN 8QLW 258

7KH IXBFWLR%V Rl WKLYV X?LW ZKLFK LV SDUW Rl WKH 5LVN
2SHUDWLRQDO ULVN LV GHILQHG DV WKH SRVVLELOLW\ RI ILQDQFLDO ORVVHV GXH WR
SURFHGXUHVY SHUVRQQHO RU VI\VWHPV RU DV D UHVXOW RI H[
WR OHJDO ULVN PRGHO ULVN DQG LQIRUPDWLRQ DQG FRPP

DLOXUHV LQ LQWHUQDO

H[W H 8 QPR MNLIDQ WW K HQ POX®UGIP E@W QRRWRGIHUDWIERQDO UL

XQLFDMWhRRXW B FIKRR QRIANUUMGHQWLILFDWLRQ DOORFDWLRQ
FRQWUROV JHQHUDWLRQ RI LQGLFDWRUV GUDZLQJ XS

ODQDJHPHQW RI RSHUDWLRQDO ULVN EH WDNHQ LQ FDVH RI QHZ VLJQLILFDQW ORVVHV RU UL

J)DFLOLWDWLQJ WKH PHWKRGRORJLHV WRROV DQG Sl
RSHUDWLRQDO ULVN

%DQNLQWHU V RSHUDWLRQDO ULVN PDQDJHPHQW PRGHO EULQJ}V oH Uy W Bt RIS YW DAY FNGE 0 SORTWHHF Y HOMR U U HE W C
VKDUHG LQ WKH 6SDQLVK 2SHUDWLRQDO 5LVN &RQVRUWLXP '&RQVRUFLR (VSD3RO GH S5LHVIJR

2SHUDFLRQDO &(52 DQ H[SHULHQFH H[FKDQJH JURXS FRPSUL¥LQURNVKIG LFPIL & KEH @NVDRIVDPIMLRQIJZLGVK D XQLIRUP YLVLR
6SDLQ 3URSRVLQJ FKDQJHV LQ WKH RSHUDWLRQDO ULVN PDQD

L'LVWWKDEOYLI;/I-&ZH(\;NSVKDHFKLHYLQJ DQ HIILFLHQW V\VWHP IRU PDQ&%RF&'Q)%F%VSBBB%—RHDQNH#?&%O%JQQ’NLIQ%%L{M%\HMH

IROORZLQJ EDVLF SULQFLSOHV RI DFWL

00003HPHW DLPHG oW suRYHOWLYH PLwLIowLre r1 B EHIR AL R SR SS RTINS DRE, BReL
'"HFHQWUDOLVHG PDQDJHPHQW PRGHO VR WKDW WKH UHVS?%%&@%\@\W P, W Vv

IDOOV XSRQ D ILUVW OHYHO DW WKH UHVSHFWLYH EXVLQHV \5‘ X Fg QQdE Vd\l-\R_JQj\JIV\M%\L| LQIRUPDWLRQ DQG W
5HJXODU UHYLHZ RI WKH VLWXDWLRQVY DQG OHYHOV RI RSH&S\RP&%LDQOJ MVLWVPFIDOCQIDI?]%%%\&WI—[BQVWH%[WFLVHV WKDW KT
XQLW WKURXJK DQDO\VLV ORQLWRULQJ RSHUDWLRQDO ULVN DSSHWLWH PHWULFV

7KHVH SULQFLSOHV DUH VHW RXW LQ %DQNLQWHU *URXS V &R.WW UFRDX D QP & RS O RIBQFRIQGMLYR B LIRI® PHZ R U N

SUHYLRXVO\ DSSURYHG E\ WKH ERDUG RI GLUHFWRUV $V D VHFRQG OLQH RI GHIHQFH WKH PDLQ REMHFWLYH RI W

JXPUDOWHH WKH HIIHEWLYH FRQWURO RI DOO W\SHV RI ULV
ULVN "7TR"WKDW-HQG "WKH” XQLW HQVXUHV WKDW WKH FRL
SROLFLHVY SURFHGXUHV DQG LQWHUQDO DQG H[WHUQDO UHJ

%DQNLQWHU V RSHUDWLRQDO ULVN JRYHUQDQFH VWUXFWXUHkh WY EONH D ROLWKH IROORZLQJ PDLQ HOHPHQWYV
6XSSRUW DUHDV DQG EXVLQHVV XQLWV 2Q DQ DQQXDO EDVLV ,QWHUQDO $XGLW UHYLHZV DQG DVV

7KH DUHD DQG EXVLQHVV XQLW PDQDJHUV DUH UHVSRQVLEé%DIWBHE%ND}%\ﬁ RSASWRWAERoWR VY BHR¥WH Oft JLVODWLRQ
UHVSHFWLYH FHQWUHV 7KHLU GXWLHV LQFOXGH WKH IROORAIPHPHQWDWLRQ

0DQDJLQJ WKH XQLW V RSHUDWLRQDO ULVNV DQG V$NM PEFp&BPSPEREM KRGS LYW vLQJ

FRQWUROOLQJ DQG PLWLIDWLQJ WKH ULVNV RQ ZKLFK MK\ KDY W H H RSDH LAHOMR AW FRPPLWWHH RI WKH ERDL

5HFRUGLQJ DQG PDQDJLQJ RSHUDWLRQDO ULVN HYHQ®¥WbNVZLE oYH & MR Wi ﬁh%%%&/@L%V?MOWKHUH'RUH UH
ORVVHV SROLFLHV DQG PDQDJHPHQW DQG FRQWURO IUDPHZRUN Z

GLUHFWRUV RQ WKH SURSRVDO RI WKH ULVN DQG FRPSOLDQ
6WXG\LQJ GHILQLQJ SULRULWLVLQJ DQG ILQDQFLQJ PRWMHFWLREA BOBQYLPRWRIRUDWHRRBAUDOWNRQDO ULVN %DQN

ODLQWDLQ DQG WHVW WKH EXVLQHVYV FROQWLQXLW\ SOOQW IRWRKLGE WKPES ®UHQBHVFRQPVMWEWHH LV UHVSRQVLEOH IR
DQG VWUXFWXUH QHHGHG WR SURPRWH HIILFLHQW PDQDJHPI

JLIOODU  'LVFORVXUHV 5HSRUW



$V SDUW RI WKH PDQDJHPHQW V\VWHP IRU WKH 5LVN {

ULVN PHWULFV DUH SUHVHQWHG TXDUWHUO\ WRJHWK
$PRQJ RWKHU HOHPHQWYV RSHUDWLRQDO ULVN PDQDJHPHQW LV Eb¥ i} BuR QKK HRO QRE R J

5LVNV DUH LGHQWLILHG DQG DVVHVVHG WKURXJK WKH GHYHORSPHQW RI ULVN PDSV LQ ZKLFK
WKH VLIQLILFDQFH RI DOO ULVNV LV HVWLPDWHG DQG DOVRCDQ IDS5SUWRSWLDWHDUDDVNHVNPHQW R

WKHLU FRQWURO HQYLURQPHQWYV %DOQNLQWHU KDV D FRUSRUDWH LQVXUDQFH SURJUDPPH WR

5HFRUG RI ORVV HYHQWV RFFXUULQJ LQ WKH *URXSLVNKH KHR¥YWVR GIDDWPPFPEDVRYY FBQWDUQNRXY ULVNV WKH PRVW Q
TXDQWLWDWLYH LQIRUPDWLRQ RQ HFRQRPLF ORVVHV JHQH W H ﬁ(g
ULVN HYHQWYV RFFXUULQJ LQ UHFHQW \HDUV ,W FODVVLILH % Ej % EW/
D
U

R 1 DWLRQDO
U DWLRQDO
ORVVHVY JHQHUDWLQJ WKH KLVWRULF LQIRUPDWLRQ QHFHV GW \ \H % @(lp %EU GLUHEWRUYV D
é% qfi \J,? g)/ R LDELOLW\ LQVXU
H VLYH EDQN X WKHIW HPSOR\HH E

SRWHQWLDO FRUUHODWLRQV ZLWK LQGLFDWRUV DQG YD
SBURIHVVLRQDO LQGHPQLW\ LQVXUDQFH IRU YDULRXV VF

PLWLJDWLRQ SODQV LPSOHPHQWHG 7KLV GDWDEDVH FRQ
PLQLPXP WKUHVKROGV
HFXWLRQ RI FRUUHFWLYH DFWLRQV UHTXHVWLQJ FLG VHYV UUHE
gHDVXUH\?IURP UHVSRQVLEOH XQLW?/ IRU DOO ORV?/ H%@@%j%@ﬁ%ﬁg\w Umg% BEG¥b5S\ pozowv wonLos
MV SHUD O ULVNV 7KH GHFLVLRQ WR KH
5LVN WUDFNLQJ WKURXJK NH\ LQGLFDWRUV 7KHVH L QEE\ MDKMROM YBIOHRD /ISR VKWY HR | WEFDAWH RQFW KD G ULVN DSSHWL
VLWXDWLRQ RU SHUIRUPDQFH RI DVSHFWV UHODWHG WR WKH VWUXFWXUH SURFHGXUHV DQG
DFWLYLWLHV RI WKH *URXS IURP ZKLFK WR GUDZ FRQFOXVLRQM Zb WK Q1L ) WMRNS U REVAWL QJ RU
FRUUHFWLQJ IXWXUH VLWXDWLRQV
7KH IROORZLQJ WDEOH GHWDLOV RSHUDWLRQDO ULVN ORYV

*HQHUDWLRQ DQG GLVVHPLQDWLRQ RI PDQDJIJHPHQW L@ HrRRIEWIORR X WKHSHWROWWIHR@HHEV 1R LQFOXGLQJ

HDFK JRYHUQLQJ ERG\ WKDW KDV UHVSRQVLELOLW\ IRY;RDPHKWYPWOERQRO WIN FBRPIHPHR®AVROLGDWLRQ VFRSH 7KH
WKUHVKROGYV GHILQHG LQ WKH 5HJXODWLRQ DQG
HFRHPEH U QR REIHMUDWALRQDO ULVN ORVVHV KDG EHHQ HIF

WKUHVKROG

,QIRUPDWLRQ RQ PDQDJHPHQW DSSURSULDWH WR WKH QHHGV RI HDFK JRYHUQDQFH ERG\
UHVSRQVLEOH IRU PDQDJHPHQW RI RSHUDWLRQDO ULVN LV JHQHUDWHG DQG GLVVHPLQDWHG
UHJXODUO\ LQFOXGLQJ WKH IROORZLQJ LQIRUPDWLRQ

(DFK PRQWK D ORQWKO\ RSHUDWLRQDO ULVN EXOOHWLQ LV GLVWULEXWHG WR WKH RUJDQLVDWLRQ
ZLWK LQIRUPDWLRQ RQ WKH FXUUHQW VLWXDWLRQ WKH SHUIRUPDQFH RI ORVVHV ULVN
DVVHVVPHQWVY ULVN LQGLFDWRUV DQG RWKHU UHOHYDQW LQIRUPDWLRQ 2Q D PRQWKO\ EDVLV
WKH PRVW UHOHYDQW RSHUDWLRQDO ORVV GDWD LV SUHVHQWHG WR WKH PDQDJHPHQW
FRPPLWWHH

7KH PRVW VLJQLILFDQW GDWD RQ RSHUDWLRQDO ORVVHV VHOI DVVHVVPHQWY DQG RWKHU
RSHUDWLRQDO ULVN LVVXHV DUH SUHVHQWHG WR WKH SURGXFWV DQG RSHUDWLRQDO ULVN
FRPPLWWHH

7KH PDLQ GDWD UHODWLQJ WR WKH PDQDJHPHQW DQG FRQWURO RI RSHUDWLRQDO ULVNV LV

SUHVHQWHG TXDUWHUO\ WR WKH ERDUG V ULVN DQG FRPSOLDQFH FRPPLWWHH KLJKOLJKWLQJ

RSHUDWLRQDO ORVVHV DQG WKHLU SHUIRUPDQFH VHOI DVVHVVPHQWY RI ULVNV DQG FRQWUROV
DQG UHJXODWRU\ FKDQJHVY DQG XSGDWHV WKDW LPSDFW WKH ULVN PDQDJHPHQW IUDPHZRUN

JLIOODU  'LVFORVXUHV 5HSRUW



2SHUDWLRQDO ULVN ORVVHV 25

D E F G K L M N
7HQ \HDU
DYHUDJH
8VLQJ D WKUHVKROG
7RWDO DPRXQW RI RSHUDWLRQDO ULVN QRVVHV QHW RI UHFRYHULHV| H[FOXGLQJ
H[FOXVLRQV
7RWDO QXPEHU RI RSHUDWLRQDO ULVN QRVVHV é
7RWDO DPRXQW Rl HIFOXGHG RSHUDWLR®DO ULVN{ORVVHV & é é é é é é
7RWDO QXPEHU RI H[FOXGHG RSHUDWLRQDO ULVNYHYHQWV é é é é é é é
7RWDO DPRXQW RI RSHUDWLRQDO ULVN QRVVHV QHW RI UHFRYHULHV| DQG
H[FOXGHG ORVVHV
8VLQJ D WKUHVKROG
7RWDO DPRXQW Rl RSHUDWLRQDO ULVN QRVVHYV QHW RI UHFRYHULHV| H[FOXGILQJ
H[FOXVLRQYV
7RWDO QXPEHU RI RSHUDWLRQDO ULVN QRVVHV é é é
7RWDO DPRXQW Rl HIFOXGHG RSHUDWLRQ®DO ULVN{ORVVHVé é é é é é é
7RWDO QXPEHU RI H[FOXGHG RSHUDWLRQDO ULVNYHYHQWYV é é é é é é é
7RWDO DPRXQW RI RSHUDWLRQDO ULVN QRVVHV QHW RI UHFRYHULHV| DQG
H[FOXGHG ORVVHV

JLIXUHV LQ WKRXVDQGV RI |

J RO &55 ZKLFK DPHQGV 5HJXODWLR
OHWKRGV IRU FDOFXODWLQJ DQG DVVHVVLQJ RSHM?R?&\%LP Gutﬁ'{/'}lEVWDQWLDo FKDQJH WR WKH FDOFXODWL

%DQNLQWHU *URXS FDOFXODWHV H[SRVXUHV ZHLJKWHG E\ R¥WHUIIDWWKBE® SV U LMW KXY HSGD UKW R/ WG Y RWERQDO ULVN
DSSURDFK LQ DFFRUGDQFH ZLWK &KDSWHU 7LWOH ,,, RIHSQPXODWHRPKBHH RI[LVWLQIPpRHWKRGV IRU HVWLPDWLQJ
DPHQGHG E\ 5HJXODWLRQ (8 1R &55 DV ZHOO DV WRMEIW RU\ZWW KK IMED U REE&DRIRGHO EDVHG PHWKRG Qi

(%$ 576 JLQDO 5HSRUW RQ %XVLQHVV ,QGLFDWRU UHOB®HEIRPH® G oKiV\H IRKDRIHYDKMPLRO BBHQ VN SOLHG VLQFH  -D(
PDQDJHPHQW IUDPHZRUN IRU RSHUDWLRQDO ULVN WR FI

7KH *URXS PHHWV DOO WKH UHTXLUHPHQWYV IRU DSSO\LQJUyWKkYURPHORPF K Bk i Y WMPER KOGy 4@ AVKH
DSSOLFDEOH UHJXODWLRQV LWV RSHUDWLRQDO ULVN PDQDJHPHQW DQG HYDOXDWLRQ VIVWHP LV LQWHJUDWHG

LQ WKH PDQDJHPHQW RI *URXS DFWLYLW\ DQG VHQLRU PDQDJHPHQW LV UHJXODUO\ DSSULVHG RI
RSHUDWLRQDO ULVN LQ WKH HQWLW\ 2SHUDWLRQDO ULVN PDQDJHPHQW LV GHVFULEHG LQ WKH IROORZLQJ
VHFWLRQ

7R HVWLPDWH RZQ IXQGV UHTXLUHPHQWY IRU RSHUDWLRQDO ULVN WKH *URXS GLVWULEXWHYV LWV LQFRPH
EDVHG RQ WKH EXVLQHVV OLQHV IRUHVHHQ LQ WKH 5HJXODWLRQ DSSO\LQJ WKH FRUUHVSRQGLQJ
ZHLIJIKWLQJ 7RWDO UHTXLUHPHQWY DUH FDOFXODWHG DV WKH DYHUDJH RI RZQ IXQGYVY UHTXLUHPHQWYV IRU
RSHUDWLRQDO ULVNV LQ WKH SDVW WKUHH \HDUV

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



5LVN ZHLJKWHG H[SRVXUH DQG RSHUDWLRQDO ULSAWEDISN WG LFRWRUH FRPSRQHQWY DQG VXEFRPSRQHQWYV

7KH FDSLWDO UHTXLUHPHQWY IRU RSHUDWLRQDO ULVN DQG ULVN H[SRVXUH DW HDU,HQG gDUH VKRZQ G
LQ WKH IROORZLQJ WDEOH

$YHUDJH
$FWLYLW\ LQGLFDWRU
VXEFRPSROHQWYV §
2ZQ IXQGV UHTXLUHPHQWYV IRU RSHUDWLRQDO ULVN DQG ULVN AW B vH 50R GEH B &P RXQ WV
25 FRPSRQHQWV ,/'&
7KH ,/'& RI WKH LQGLYLGXDO HQWLW\ RU
D WKH FRQVROLGDWHG JURXS H[FOXGLQJ
(8 HQWLWLHV FRQVLGHUHG LQ $UWLFOH
%XVLQHVY ,QGLFDWRU &RPSRQHQW %,&
D ,QWHUHVW DQG OHDVH LQFRPH
(8 2ZQ IXQGV UHTXLUHPHQWY XQGHU WKH DOWHUQDYV
252) SXUVXDOW WR $UWLFOH E ,QWHUHVW DQG OHDVH H[SHQVH
LS F 7RWDO DVVHWYV $VVHW FRPSRQHQW
OLQLPXP RSHUDWLRQDO ULVN RZQ IXQGV UHTXLUHPHQWYV 252)
G 'LYLGHQG LQFRPH 'LYLGHQG FRPSRQHQW
$PRXQWYV RI RSHUDWLRQDO ULVN H[SRVXUH 5($
6HUYLFHV FRPSRQHQW
JLIXUHV LQ WKRXVDQGV RI HXURV
D )HH DQG FRPPLVVLRQ LQFRPH
7KH FDOFXODWLRQ RI RZQ IXQGV UHTXLUHPHQWYV IRU RSHUDWLRQROcYhVNvHRW REQLVYKHG E\ &55 LV EDVHG
RQ LGHQWLI\LQJ WKH FRPSRQHQWYV RI WKH HQWLW\ V %XVLQHVV ,QGLFDWRU &RPSRQHQW %,& ZKLFK LV
WKH VXP Rl WKH IROORZLQJ FRPSRQHQWV WKH FDOFXODWLRQ@WEIVASHERWLAQ} LRERANI X 1O GHILOHG 1 O WKH
5HIXODWLRQ G 2WKHU RSHUDWLQJ H[SHQVHYV
7KH LQWHUHVW OHDVHY DQG GLYLGHQGV FRPSRQHQW JLQDQFLDO FRPSRQHQW
7KH VHUYLFHV FRPSRQHQW D ERRN 7og’ DSSOLFDEOH WR WKH WUDGLQJ
7KH ILODQFLDO FRPSRQHQW . ég\évNJD(;;g/guv DSSOLFDEOH WR WKH EDQNLQJ
7KLV WDNHV LQWR DFFRXQW WKH HOHPHQWYV WKDW PXVW EH H[EBXEHE GG HBRRKochU! $SSURDEK XV W
EH PDGH WR WKH %,& DV HVWDEOLVKHG LQ DUWLFOHV (8D ©3®$ Rl &55 DOQC
JXLGHOLQHYV SFWLYLW\ LQGLFDWRU %,

7KH HOHPHQWYV RI WKH FDOFXODWLRQ DUH REWDLQHG IURP W Kdlx\E BIUN \ocRZOURD ERPSROHOW %, & )
EDVHG RQ WKH PDSSLQJ HVWDEOLVKHG LQ WKH (%$ 576 JXLGDQFH EHWZHHQ WKH LWHPV WKDW PDNH XS

WKHVH HOHPHQWY DQG WKH *URXS V ILQDQFLDO VWDWHPHQWY VSHFLILFDOO\ ZLWK FHUWDLQ )LQUHSYVHY kD WHR*VDQGV RI
DUH VSHFLILHG LQ WKH JXLGDQFH 7KH FDOFXODWLRQ RI| WUWHYH XER RS RAQ QP BMWL FORIEY K @ WY D FFRXQWLQJ

GDWD IURP WKH ODVW WKUHH \HDUV ZKHQ WKH (%$ JXLGDQFH VSHFLILHV WKLV 5

'"HWDLOV RI WKH FRPSRQHQWY DQG VXEFRPSRQHQWYV RI WKHD%’/q&ZLN/IKWMVYG_HWXFWQ?GLRIFED[WCR(GH@UH VKRZQ LQ
WUDQVIHUUHG DFWLYLEWLHV

7DEOH 25 EHORZ S5HGXFWLRQ LQ WKH %, GXH WR H[FOXGHG
E WUDQVIHUUHG DFWLYLWLHV

(8 F,PSDFW RI PHUJHUV DFTXLVLWLRQV RQ WKH
%,

JLIOODU  'LVFORVXUHV 5HSRUW



(TXLW\ LQYHVWPHQWYV
DQG FDSLWDO
LOVWUXPHQWY QRW
LQFOXGHG XQGHU
$VVHWYV KHOG IRU
WUDGLQJ

3LIOODU 'LVFORVXUHV 5HSRUW



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 ILQDQFLDO DVVHWY DW IDLU YDOXH WKURXJK RWKHU FR
7KLV SRUWIROLR FRUUHVSRQGYV LQ DQ DFFRXQWLQJ VHQVH W RDWK H OFOX\HH DRWG DR DFWOLTFLLQW LIMQDBRBFRDGHG XQGHU W
DVVHWY PDQGDWRULO\ DW IDLU YDOXH WKURXJK SURILW RWQIOWWTXLRY ZKLFK WKH EXVLQHVV PRGHO LV QRW

WUDGLQJ 7KH EHVW HYLGHQFH RI IDLU YDOXH RQ LQLWLDO UHFRJQL
,Q WKLV FDVH LW LQFOXGHV ILQDQFLDO DVVHWYV QRW KHOWURQWHDDG QW EX®W CGVHKONPPXWW VE H: KIDQ XWHCH DMW LY LQJR PDUN
YDOXH WKURXJK SURILW RU ORVV DV WKH\ GR QRW PHHWXWKB WRVKVMIRZD WHLWKHLBPQU YMOLUXBRUMHREKKIIRUDFWHULVWL
LQFOXGHV WKH FDSLWDO LQVWUXPHQWY RI HQWLWLHV QRW UROIEVV LUILADQ B VDOXEW DGVHDRHEGW VRU DVVRFLDWHY DQG

QRW FODVVLILHG DV JLQDQFLDO DVVHWV KHOG IRU WUDGI_Q)RU VXEVHTXHQW PHDVXUHPHQW WKH IROORZLQJ PHWKRGYV
KLHUDUFK\

/HYHO RI WKH KLHUDUFK\ LQFOXGHV GDWD RQ ILQD
,Q DFFRXQWLQJ WHUPV WKH SRUWIROLR FRUUHVSRQGV WR WKHpER #@WHL@QLl@[thggQFﬁwvgyvﬁ/qul\g \%%FWLYH PDU
YDOXH ZLWK FKDQJHV LQ RWKHU FRPSUHKHQVLYH LQFRPH 7KH FRSWWRQW @RY UM RFHQW K I R WEHR FTHIY RrRQ
KDYH EHHQ SHUPDQHQWO\ DVVLJQHG VR WKDW DQ\ FKDQJHV LQ WKHLU SHUIRUPDQFH FDQ EH
UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH XQGHU HTXLWA /HYHO LQFOXGHV GDWD RQ ILQDQFLDO LOQVWUXPHQ!
SULFHV TXRWHG L DFWLYH P NH IRU VLPLODU
8QGHU WKLV GHVLJQDWLRQ WKH FDSLWDO LQVWUXPHQWV ZLOO \QRM B%@Lf%ww%%éw@b@q,ng vaQgggW\yv[gUH ED
LPSDLUPHQW RU PDUNHW IOXFWXDWLRQV ZKLOH WKH\ UHPDLQ LQ WKH SRUWIROLR EXW DOO FKDQJH
UHFRJQLVHG LQ RWKHU FRPSUHKHQVLYH LQFRPH LQFOXGL®J DFQ\\HD(WXMQ-FOG(LG/FS\R\M@@RLRHDWKRQHRQ ILQDQFLDO LQVYV
LQVWUXPHQWYV REWDLQHG IURP YDOXDWLRQ WHFKQLTXHV ZKLFK KDYH
HG RQ REVHUYDEOH PDUNHW GDWD

H
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 ERDUG RI GLUHFWRUYV RU HTXLYDOHQW ERG\ RI WKH LQYHVWHH

JLIOODU  'LVFORVXUHV 5HSRUW



&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

LDO
EQPRFLRYVHWY DW iDLy QYHVWPHQWYV
PDQGDWRURBXH WKURXJIK R
DW IDLU Y a ~RLOWO\
XK § W o BYVRFLDWRRQW URO®HE/LGLDULHYV
RU ORVV HQWLWLHV

é

é
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 HXURV LQ DQG WKRXVDQGV

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 FRQVROLGDWHG ILQDQFLDO
VWDWHPHQWYV RI %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

%DQNLQWHU *URXS KDV EHHQ DXWKRULVHG E\ WKH VXSHUYLVRU WR SHUPDQHQWO\ DSSO\ WKH
VWDQGDUGLVHG DSSURDFK WR HTXLW\ UHODWHG H[SRVXUHV H[FHSW IRU ILQDQFLDO VHFWRU LQYHVWPHQWYV
LQ ZKLFK WKH EDQN KROGV D VLJQLILFDQW DV LV WKH FDVH Rl WKH EDQN V LQVXUDQFH KROGLQJV RU QRQ
VLIJQLILFDQW VWDNH $Q\WKLQJ H[FHHGLQJ WKH &(7 WKUHVKROG PXVW EH GHGXFWHG QRW JLYLQJ

ULVH WR GHGXFWLRQV IRU WKLV FRQFHSW DW 'HFHPEHU

5LVN ZHLJKWHG FDSLWDO LQVWUXPHQWY DQG HTXLW\ LQYHVWPHQWYV LQFOXGLQJ WKH DPRXQW RI
LQYHVWPHQWYVY LQ ILQDQFLDO LQVWLWXWLRQV EHORZ RI &(7 VWRRG DW WKRXVDQG HXURYV
DW WKH FORVH RI WKH ILQDQFLDO \HDU FRPSDUHG WR WKRXVDQG HXURV DW WKH HQG RI
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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

,QWHUHVW UDWH ULVN RI SRVLWLRQV QRW LQFOXEHPRRNIRAH FRELHSERFAYNHW SLVN SLVN &RQWURO .

'"HWDLOV RI WKH JRYHUQDQFH DQG SROLFLHV IRU PDQDJLQJ WKLV U\&\XIN&FUI-,—' I%UFBY&.&&CBW% lRV\<NH V\6% V\{ﬁ_H
7KH HIL H | LOQWHUQ VN FRQWURO
"URXS V FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV PDQDIJHPHQW RI LQWHUHVW UDWH ULVN 7KH\ HQVXUH WKDW

6WUXFWXUDO LQWHUHVW UDWH ULVN ,55%% UHIOHFWYV WKUL¥NV UHH RQRSU WSKRHN H DWNL DG SHW NWWRVBI@/ LEY VWK M/UEMRCRIG \R |
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
GHSHQGHQFH DQG VHSDUD\\;VLRQ Rl UHVSRQVLELOLWLH"

%DQNLQWHU *URXS V PDQDJHPHQW RI WKLV VWUXFWXUDO LQV\%, GHNAW B DW KU b ¥ Dgﬁpﬁ\gw RL QK K U QW YINQ “WiKHy WK H
Ve
w

IOXFWXDWLRQV RI LQWHUHVW UDWHV RQ WKH ILQDQFLDO PDUNHWN AR ROV FRXNH G, £3 oK H P BIRAPHME IRIWR WKUHH O
PDWXULWLHYV DQG WKH WLPH ODJ LQ WKH UHSULFLQJ RI WKH DVVHW DQG OLDELOLW\ WUDQVDFWLRQV

FRUUHVSRQGLQJ WR WKH EDQNLQJ ERRN RI ILOQODQFLDO LQVWLWXWER®W @lQWK P X@MHPIHARN UV SRIYYORSHGV L @ IWKH DI
WKEHRDUG Rl GLZKEWR BHOHJDWHY WKH RUGLQDU\DRIWVOIWMPHQW RIKWKLOL@R WRHERPXBOANHWHKKHHW 0BQDIHPHQWKHHW $QL
DQG OLDELOLWLHY FRP®GWWHWHP BOERIHPHQW WHDP ,Q DQ\ HYHQWD@&DPNHMNIEDWIEY

ZLWK LWV 5HIJXODWLRQV WKH ERDUG Rl GLUHFWRUV UHWDLQV \/gﬁHR%QBH@Q ¥R SR Y Y WA B R wid 1 VK b\ HEY{NVURO DQG
DFFHSWLQJ DQG H[HUFLVLQJ GLUHFWO\ DQG ZLWKRXW GHOHJDWLRQ KH UHVSROVLELOLWLHV WKDW WKLV
IXQFWLRQ HQWDLOV 7KH ERDUG RI GLUHFWRUV DQQXDOO\ UHYLHXVYU®G IBURH HIH D IRG) R3HD B Y DWW N U R OWSKXHG L W
DVVHWV DQG OLDELOLWLHV FRPPLWWHH WKH OLPLWV DSSOLEREQH _WR WKH_PRBQDJIHPHQW RI WKLM WLVN oo e,

WRIJHWKHU ZLWK WKRVH RI WKH UHVW RI WKH VWUXFWXUDO UL\IL-’N-MDVXUHPHQW PHWKRGRORJLHV 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 5LVNDODQRUIHEKHOK WDDRHEPRAOPKPSWLRQV XVHG DUH GRFXPHQWHG WRJIJHWKHU ZLWK
DSSURYHG E\ WKH ERDUG RI GLUHFWRUV DQG WKH GRFXPHQWVFRQWWRIHBSHBRBWKMNPUHTXLUHG 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\

3LIOODU 'LVFORVXUHV 5HSRUW



7KLV SROLF\ H[WHQGV WR WKH DUW MFXRKDQNOER@D WD WKH oD SISUR § Q MD-WH
PDQDIJHPBOQNMKLWHFMDMWHDNHY LW SRVVLEOH WR LQFOXGH WKH EDQN V EDO

HQWLUH DQFH

VKHHW VSHFLILFDOO\ WKRVH SRVLWLRQV WKDW DUH VHQVLWILKH WRLYGNHYKT MMR@L\Q\RULP@MG\L RUW WHUP

LQWHUHVW UDWH GHULYDWLYHV ERWK LPSOLFLW DQG H[SOLPR@WENFRAUT GYRMKR WRRBONYE Ve i GI[EHFWHG RDULDV

LOQVWLWXWLRQV ZLWK D QRQ SHUIRUPLQJ H[SRVXUHV 13( UDWAHR BROVH RBHRDWKHR FRAESP Wi/ AVR VFHQDULRY WKDW

LQFOXGH WKHP QHW RI SURYLVLRQV DV JHQHUDO LQVWUXPH®WYY\HYQ \TIKW V YRIR W It PLHOWMH U R VW@ W B WHWW UDWHV 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

L%IRUPDWLR RO WKH ORQN] WHUP LOWHUHVW UDWH UL
7KLV SULQFLSOH DOVR HIWHQGY WR WKH LQIRUPDWLRQ QHHGV RI RWKHU DJHQW UHIJXODWRUV (&% DQG RU

%DQN RI 6SDLQ LQWHUQDO DQG HIWHUQDO DXGLWRUV DQG UDWLQJ DJHQFLHYVY LI DSSOLFDEOH

%DQNLQWHU *URXS UHJXODUO\ PRQLWRUV LWV LQWHUHVW UDWH 3R WNI BB SKY HHNVWMKR % W VF LSDAVH XU SHOH RBIW LK% $ */
VLWXDWLRQV RU LGHQWLI\ SRWHQWLDO GHYLDWLRQV WKDW FRXO&WHVRWYWWUIHY \§ RMIYARP W X SIRK® 2K RIXIS W RH R OFX@WRWH
QHW LQWHUHVW LQFRPH DQG RU QHW DVVHW YDOXH VSUHDG PRYHPHQWY VKRXOG EH GHWHUPLQHG E\ LQW

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 ERGR{YY DFFRXQW RU GLUHFWO\ LQ HTXLW\ HJ YLD RW

ORQWKO\ UHSBU&2V WR WKH ZKDW LV NQRZQ DV HDUQLQJV

5HSRUWYV WIRNWKRIP P IDFWRBGLQJ WR LWV FDOHQGDU RI VHVVKR® P MU BERY WR GHWHUPLQH ZKHWKHU WKH LQV

,55%% PHWULFV LQFRUSRUDWHG LQWR WKH FXUUHQW 5LVNPRY MWWWHV&VBW%##RW%D%)WWH* RI' WKH EDQN V WU|
UHSRUWHG OHYHOV WKDW DOORZ PDLQWDLQLQJ QRUPDO EXVLQHV\
SRWHQWLDO H[FHVV H[SRVXUH WR WKLV ULVN
5HSRUWYV BRRR WEKR| GLWBMMRHUN EURXIKW WR WKH DWWHQWLRQ RI WKH ULVN
FRPPLWWHH DUH UHSRUWHG DQG LI QHFHVVDU\ DSSURYDO%®R YXYWHYU *URXS LQFRUSRUDWHYV WKH PHDVXUHPHQ\V
WKH JXLGHOLQHV DQG PRQLWRUV LW ZLWKLQ WKH 5LVN
([SRVXUH WR VWUXFWXUDO LQWHUHVW UDWH ULVN LV PHDVXUHG RQ WZR OHYHOV

1IHW LQWHUHVW LQFRPH 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
LOWHUHVW UDWH VFHQDULRY EDVHG RQ WKH WHUP IRU HDF
7KH SURMHFWLRQ Rl IXWXUH [|0RZVEHKOXILRXYD @& KIMVIRRESMVMIICRANU ROLPLW LV EDVLVY SRLQWV LQFUHDVLQJ E\ EDVLV

VSHFLILF EDODQFH VKHHW LWHPV VXFK DV WKH PDWXULW\ GDWBUM BH PRQGHHIHSRVLWY WKH UDWH RI HDUO\
UHSD\PHQW RI PRUWJDJH ORDQV DQG WKH HDUO\ UHGHPSWLRQ RI WHUP GHSRVLWYV

7KH *URXS KDV LQWHUQDO PRGHOV IRU GHPDQG GHSRVLWYV DQG"PRUWJIJDJH ORDQ 'SUHSDVPHQW "ULVN
EDVHG RQ LWV KLVWRULFDO EHKDYLRXU ,Q ERWK RI WKHVH PRGHOVZ> WKH ™ URXS KDV LQWHUQDO GRFXPHQWYV
FRQWDLQLQJ WKH PRGHOOLQJ DVVXPSWLRQV WKDW DSSO\ WR Wik 8 HPVOKY MATEQM Bk RAEH kiR WMBY W RIL W\ RI WKH (FF

HFRQRPLF YDOXH (9( DQG HDUQLQJV 1, |_QFOX\/«;FLQEIHW}g\;jv\,rH Vo @ 10 VEPSWEREDONLQWHU *URXS WR WKH UHJ.
FRQVLGHUHG XQGHU WKH YDULRXV LQWHUHVW UDWH VKRFN VFHRPWLRV \LEHPEHU

7KHVH PRGHOV KDYH EHHQ DSSURYHG E\ WKH H[WHQGHG PRQ\HQUHE/W%lDWV\MHWL@NV\QK §I§J\I7‘B\HL'FQd\(/HéQ\WQ<HOG LQ WKH WUI
9DOLGDWLRQ DSSURYDO DQG IROORZ (%$ UHFRPPHQGDWLR -

DFFRXQW PRGHO HVWDEOLVKHV WKH PD[LPXP DYHUDJH PDWXULW\ OLPLW \H[L &KDQJHV LQ WKH HERR®PHY¥ LQ QHW LQWH!
ZLWKRXW PDWXULW\ DV GHILQHG LQ $UW RI *XLGHOLQHV RQ WKH PDQDJHPH YDOXH RI HTXLW\  LQFRPH

ULVN DQG FUHGLW VSUHDG ULVN DULVLQJ IURP QRQ WUDGLQJ ERRN DFWLYLWLHYV ] ] .

2EWREHU SHIXODWRUY 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
3DUDOOHO XS PRYHPHQW 6KRUW UDWHV GRZQ
3DUDOOHO GRZQ PRYHPHQW ARWHYV
&KDQJHV LQ WKH HFRQRPLF YDOXH RI HTXLW\ (9( 7,(5 _ &KI

3RVLWLYLVDWLRQ RU IDOOLQJ RI VKRUW WHUP UDWHY®> DQG ULVLQJ RI ORQJ WHUP UDWHYV

>6WHHSHQHU®@ 7KH LQWHUHVW UDWH ULVN ILJXUHV DV DW HQG 'HFHPEHU

JODWWHQLQJ RU ULVLQJ VKRUW WHUP UDWHV DQG IDOOLQO%DO JQ\O(IHHEIPVUI-P[\QH\\//Xi)IQ%Wm@)yr—@/vXUDO LOQWHUHVW UD
6KRUW UDWHYV XS DQG ULVN DSSHWLWH IUDPHZRUN OLPLWYV

6KRUW UDWHYV GRZQ 7KH PRVW XQIDYRXUDEOH VFHQDULR IRU WKH 1,, PHWU

DUDOOH GHFOLOH LV? L?WHUHVW UDWHY %RWK DGYHU
$FFRUGLQJ WR WKLV JXLGH HQWLWLHY PXVW FDOFXODWH WK%RLRI%%FB\?\/%%IPHW{R Ky %E%WEHE\%QEBVRF‘%VVXPSWLR

9.
LQWHUHVW UDWHV RQ WKHLU (FRQRPLF 9DOXH RI (TXLW\ (9( BW PPV E UW?/%W@\VIQ%WR WKH FKDQJHV GHVFULEHG LO Wk

7KH UHJXODWLRQV DSSO\ D TXDQWLWDWLYH UHJXODWRU\ WKUT,\{"\BQQ%\/{/RUH @EWEWLWL‘?\IFBIV\H(H U%WI—LTW:)B\B FHQDULR
WKH VHQVLWLYLW\ RI HFRQRPLF YDOXH ZLWK UHVSHFW WR WK#DEQLQ M oWV HLDEBﬁLgI\_/HRBDSI\_h%W \V\FISI\-'Q/\%LF\NYI? V LQ WKL

VFHQDULRV ,Q WKLV FDVH WKH FRPSHWHQW DXWKRULW\ PD\ I Vv LW S Uk \H—b
VXSHUYLVRU\ PHDVXUHYV LQ DUWLFOH RI '"LUHFWLYH %SLMJ ¢ EL\ WKH HB b lLlQ MVL@J LQ OLDEL

$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
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IDOOLQJ LQWHUHVW UDWHV WKH HQWLW\ GRHV QRW H[SHFV\’BDNJFDG;@BQJ(HR\KI&I—PRRHWHQNVIH.QDLQ[F\NQS/ @RQ ES RYHU F
LQWHUHVW EHDULQJ DFFRXQWV OHDYLQJ WKLV DW H QJJ\M PseﬁF \ﬁIKL VFWﬁ\%éé v»lRﬁzoy

GHFUHDVH LQ WKH QHW LOWHUHVW PDUJLQ RI VOLJKWO HERUY Wid' VeR; ) RW DD XH

FDSLWDO 3DUDOOHO GRZQ PRYHPHQW LQ UDWHV RI  ES

7KH IDOO LQ PDUNHW LQWHUHVW UDWHV RYHU WKH YHU\(VKBPBWDWBHB XS\PIRVHRIQQW LOQHEDW R WKIH ES
*URXS V EDODQFH VKHHW EHLQJ SRVLWLRQHG WR SUHVHUYH WKH JHOQHUDWL DQFLDO L FRPH

LQ WKH EDVH VFHQDULR 7KH SHUIRUPDQFH RI WKH UHJXO@R/WPJ‘PQM%\‘PLWQYEQWY"'R?H ML @ HAP ES

LQFRPH 1,, LQ %DQNLQWHU *URXS LQ ZDV LQ OLQH ZLWKUHEBFWDMELBRRYH VO WRD @BWHONRI  ES
FRPSDUHG WR WKH HQWLW\ V JURVV QHW LQWHUHVW LQFRPH

YODWWHQLQJ RI WKH VORSH RI ES
,Q WKH FDVH RI WKH HFRQRPLF YDOXH PHWULF WKH VKRUW WHUP LQWHUHVW UDWH LQFUHDVH VEHQDULR
EHFDPH WKH PRVW DGYHUVH VFHQDULR IURP WKH EHJLQOLERVUWLYLYBWGBR BV WKIHVRBWHRR ! ES

WKH *URXS V SRVLWLRQLQJ LQ D SUREDEOH VFHQDULR R ¥WPEPH ¥ QW kHYWHBRWH v WikyAPDUNHW by EHHO DGG

7KH JUHDWHU QHJDWLYH VHQVLWLYLW\ LQ WKLV LQWHUHKYWVRYWHD PQRQ R B \WH Y iR JsUN iU IHW W xU4-P WRIWAR WHRPHQ WYV $C
WKH LQFUHDVHG H[SRVXUH DQG GXUDWLRQ RQ WKH DVVHWE NEAMR @HWMVLEWH Y HEW LR WRH PRRIWYBRPHEHQ WKH KRULTI

ERRN DQG WKH $/&2 SRUWIROLR DQG WR WKH JUDGXDO HHGYEW BQLLRQ/ \QL(WKPQW%MMQVFEIYQLL%NQBW{,WVUDWH FKDQ.

UHVXOWLQJ IURP WKHLU QHZ FRPSRVLWLRQ PLJUDWLRE,RBY Q) %Qg \élU]LKF\/MQI%D@B/Q\FI-h W LOWHUHVW LOQF
LQWHUHVW EHDULQJ DFFRXQWYV DQG WR D OHVVHU H[WHQW o W#EBL SRY S W 1,3,WW|K\MK\QW EQ §UFK LPSDEW '
RI DVVHW SRVLWLRQV WKHLU (FRQRPLF 9DOXH LV UHGXFHG E\ RXQWLQJ WKHLU IXWXUH FDVK

IORZV DW KLJKHU GLVFRXQW UDWHYV

7KH SHUIRUPDQFH RI WKH UHJXODWRU\ VHQVLWLYLW\ RI HFRQRPLF ¥ BIOXH

VFHQDULR LQ VKRZV VWDEOH EHKDYLRXU GXH WR DFWLYH ULVN PDQDJHPH(
H[SRVXUHV GHVSLWH EHLQJ LPSDFWHG E\ WKH VKRUWHY pBRY QL R

Vx)‘so\‘?VVLFég'D

"‘./KH DGYHUVH
WKHVH
MjD\bHQVLWLYLW\ RI QH\

OLDELOLWLHV GXH WR ERWK LWV QHZ FRPSRVLWLRQ WHE MFRQAPKMLRYSERM FDWLRQ RI UHJIJXODWRU\

UHVWULFWLRQV RQ WKH PDWXULW\ RI FXUUHQW DFFRXQ'"

6HQVLWLYLW\ RI QHW LQWHUHVW LQERPWHQVLWLYLW\

ES SDUDOOHO

ES SDUDOOHO

%DVHG RQ WKH (%$ JXLGHOLQHV YDULRXV PDQDJHPHQW VEHQB B SRV BEPWHO

QHGEWRPFBERHO

DOO RI WKH LQWHUHVW UDWH ULVNV LQ %DQNLQWHU UHSULFL83 SEBNOVHO

DOL®E SQUDNPOHO DV

VSHFLILF VFHQDULRYV IRU WKH VHQVLWLYLW\ RI QHW LQWHUHNSNSDQF&REFPHIO

RPLESY®SmUDOOHO

VFHQDULRYV KDYH EHHQ SUHVHQWHG WR WKH $/&2 DQG DSSURYFEXDO 1000 ES 3RVLWLYLVDWLRO _ES
6HQVLWLYLW\ VFHQDULRV IRU QHW LQWHUHVW LQFRPH *UDGXDO ULVH  ES )ODWWHQLQJ  ES

3DUDOOHO GRZQ PRYHPHQW LQ UDWHV RI ES ES SDUDOOHO DW

ES SDUDOOHO DW

3DUDOOHO XS PRYHPHQW LQ UDWHV RI ES

3DUDOOHO GRZQ PRYHPHQW LQ UDWHV RI ES

3DUDOOHO XS PRYHPHQW LQ UDWHV RI ES

*UDGXDO XS PRYHPHQW LQ UDWHV RI ES

*UDGXDO GRZQ PRYHPHQW LQ UDWHV RI ES

3DUDOOHO GRZQ PRYHPHQW LQ UDWHV RI ES RYHU PRQWKV

JLIOODU  'LVFORVXUHV 5HSRUW



([FKDQJH UDWH ULVN

7KH VWUXFWXUDO H[FKDQJH UDWH ULVN RQ WKH EDODQFH VKHHW GHULYHV IURP LQYHVWPHQW SRVLWLRQV
DQG IXQGV WKDW DUH GHQRPLQDWHG LQ IRUHLJQ FXUUHQF\ 7KH DLP RI PDQDJLQJ WKLV ULVN LV WR OLPLW
WKH SRVVLEOH QHJDWLYH LPSDFW RI H[FKDQJH UDWH IOXFWXDWLRQV RQ WKH %DQN V PDUJLQV DQG HTXLW\

7KH %DODQFH 6KHHW ODQDJHPHQW DUHD SDUW RI WKH 7UHDVXU\ DQG &DSLWDO ODUNHWY DUHD
HVYWDEOLVKHV WKH PDQDJHPHQW DQG KHGJLQJ SROLFLHV IRU H[FKDQJH UDWH ULVN 7KH *URXS V SROLF\

LV WR KHGJH DOO EDODQFH VKHHW SRVLWLRQV VR WKDW WKH QXPEHU RI RSHQ SRVLWLRQV LQ HDFK RI WKHP
LV NHSW WR D PLQLPXP

7KH ULVN RI RSHUDWLQJ ZLWK DVVHWY DQG OLDELOLWLHYVY LQ RWKHU FXUUHQFLHYVY 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 OLDELOLWLHV 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

JLIOODU  'LVFORVXUHV 5HSRUW



IJLTXLGLW\ DQG
IXQGLQJ ULVN



7LHU

*RYHUQDQFH DQG PRQLWRULQJ RI IXQGLQJ DQG OfWrkAE RWR UKV DOLW\ OLTXLG DVVHWV WKDW FRYHUV QHW

1RWH RI WKH *URXS V QRWHV WR WKH FRQVROLGDWHG ILQP QFRLDO, VW BMWHRHOWMyFRQWDLQY GHWDLOHG

LQIRUPDWLRQ RQ WKH JRYHUQDQFH DQG PDQDJHPHQW RI VWUXFWXUDO OLTXLGLW\ ULVN
5DWLR RI QHW OHQGLQJ WR VWDEOH FXVWRPHU GHSRVLWYV

EWUXFWXUDO OLTXLGLW\ ULVN LV DVVRFLDWHG ZLWK WKH V4D QR b® g QN W WXL RQ W P EROLGFW R/ KPHRE Dy Wi wL
SD\PHQW REOLJDWLRQV LW WDNHV RQ DQG WR IXQG LWV LQYHVWPHQW EXVLQHVV %DQNLQWHU *URXS

DFWLYHO\ PRQLWRUV OLTXLGLW\ DQG LWV IRUHFDVWV DV ZHOO WKHVPHDY X UHVCWER \WENH WLWKNY XYEHE GROPDO
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\ Rl WkH $/&2 E\ GHOHJDWLRQ RI WKH ERDUG RI
GLUHFWRUYV

7KH SULQFLSOHV VWUDWHJLHY DQG SUDFWLFHV IRU OLTXLGLW\ PDQDJHPHQW DUH VHW RXW LQ WKH /LTXLGLW\
SODQQLQJ IUDPHZRUN WKDW LV DSSURYHG E\ WKH ERDUG RTKH WHWRQWPRXQW 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

ODLOQWDLQLQJ D FXVWRPHU IXQGLQJ JDS ZKLFK LV D PHWWLFOWKDW LQGLFDWHY WKH SDUW RI WKH

PQQXDO ILQDQFLDO VWDWHPHQWY 1XQGHG E\ UHWDLOSHRGY g 7 b EHPRY FRbRYR YRR JYEY Hy UHTXLUHG vwE

/IRDQ WR '"HSRVLWV /7' UDWLR EHORZ

oODLQWDLQ D SUHVHQFH LQ ZKROHVDOH PDUNHWY LVVXLQJ RQ D UHJXODU EDVLV LQ DFFRUGDQFH
ZLWK PDUNHW RSSRUWXQLWLHY DQG QHHGYV &RHIILFLHQW EHWZHHQ WKH WRS GHSRVLWRUY DQG WRWD

211HULQJ PD[LPXP WUDQVSDUHQF\ WR LOYHVWRUV £\ UHNESVIVEURVIREY 5 Co  RyR SR REGQWUDWLRY OLDELOLW!
DERXW WKH %DQN

+DYLQJ DQ DSSURSULDWH ZKROHVDOH PDWXULW\ SURILWHLW PRDVIXQUHERQV HMQRKNHUZWHRQV FKDQJH LQ WKH VHFRQGD

ODLOQWDLQLQJ D VXIILFLHQW EXIIHU RI OLTXLG DVVH&%E@{F%&EﬁEﬁ%\%\ZﬁQ&&B%W%KgIIVDHFFHWSRLLJJRI,EIOII_ﬂVgVLVL(;A
N K

ZKROHVDOH PDUNHWYV RU RWKHU VFHQDULRV FRQVLGHY kH, YD\ D KLIKHU UDWH RI LOWHUHVW

7KH PHWULFV GHILQHG WR DVVHVV OLTXLGLW\ ULVN DUH GH, I]:S G M X % K Ld/%H (
JUDPHZRUN DW WZR OHYHOV GHSHQGLQJ RQ ZKHWKHU WKH\OB 9\1‘3 VU L&R Gw }P PF F? e5b|L ﬁg MW \VLQJDS(
WKH EXVLQHVYV RU WKRVH WKDW GLUHFWO\ LPSDFW SURILW Fi‘ % Fp I%I-YT qu‘ ) lP \Y RIW‘:IE
ZRXOG IDOO LQWR /HYHO ZKLOH /HYHO DSSOLHV WR WK W HIWHQG / L U B/\k/L R R

QRW GLUHFWO\ LPSDFW WKH FRPSDQ\ V ULVNV

JLIOODU  'LVFORVXUHV 5HSRUW



,Q DGGLWLRQ WR WKH DERYH WKH ODUNHW 5LVNV DUHD FRQWWXRHO/V LQL ZXR®HNVD 0 HYV R DELNYHHVUL I XILQ@D FRHP X/HIEQ WHR PHHW W
ZLWK WKH OLPLWV VHW E\ WKH ERDUG RI GLUHFWRUV DQG FbsQWIDONVH B TWIRU WKHQSWUVRQV UHVSRQVLEOH IRU
WKHLU PDQDJHPHQW DQG WKH $/&2

$Q ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV ,/$$3/ LNERS¥IRERRGHYRPIKbBBWWWR JigPLHZ

OLTXLGLW\ PHDVXUHPHQW DQG PDQDJHPHQW VWUDWHJILHV GREOH RRAHEXGRY JEHVERMP AW FRRE¥ROMOWYV RI WKH /&5
DQ RYHUYLHZ RI WKH *URXS V OLTXLGLW\ DQG IXQGLQJ VLWXPW RR @ HPRCTXPHWREWRYLFY BRG PROREVIWVREVILIXUHV KDY
WR GHVFULEH WKH PDQDJHPHQW RI WKLV ULVN ,Q WKLV gDpRBWXKDH B BHRM HPEND WIKRHQ ¥ RPMA U WKH WZHOYH PRQW!
GLUHFWRUV DVVHVV %DQNLQWHU V OLTXLGLW\ ULVN DFFRUGLQJ WR WKH LQVWUXFWLRQV LQ 5HIJXODWLRQ (8

7KH ODWHVW ,/$%$3 VWXG\ IRU IRXQG WKDW OLTXLGLW\ ULVN PDQDJHPHQW LV DGHTXDWH WKDW
%DQNLQWHU V OLTXLGLW\ ULVN SURILOH LV ORZ DQG WKDW DOO OHYHOV RI WKH %DQN DGKHUH WR VWULFW
PRQLWRULQJ DQG FRQWURO RI WKLV ULVN 7KH /LTXLGLW\ $GHTXDF\ 6WDWHPHQW DQDO\VHYV

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

,Q WKH LQFUHDVH LQ UHWDLO IXQGY FRYHUHG WKH OLTXLGLW\ QHHGYV DULVLQJ IURP WKH JURZWK LQ
OHQGLQJ %RWK LQGLFDWRUV UHJLVWHUHG LQFUHDVHV H[FHHGLQJ PLOOLRQ HXURV ZLWK WKH
GHSRVLW WR ORDQ UDWLR VWDQGLQJ DW

,Q ZKROHVDOH IXQGLQJ ERQGV ZLWK D YDOXH RI PLOOLRQ HXURV PDWXUHG 7R FRYHU WKLV

PDWXULW\ DQG LPSURYH LWV FDSLWDO SRVLWLRQ %DQNLQWHU WDSSHG WKH LQVWLWXWLRQDO PDUNHW RQ IRXU
RFFDVLRQV LVVXLQJ PLOOLRQ HXURV LQ VHQLRU SUHIHUUHG GHEW PLOOLRQ HXURV LQ VHQLRU QRQ
SUHIHUUHG GHEW PLOOLRQ HXURV LQ VXERUGLQDWHG GHEW DQG PLOOLRQ HXURV RI $7 $00 RI

WKHVH LVVXDQFHV ZHUH YHU\ ZHOO UHFHLYHG E\ ZKROHVDOH LQYHVWRUYV

:KROHVDOH IXQGLQJ PDWXULWLHYV DUH GLVWULEXWHG RYHU WLPH VR DV WR PLQLPLVH UHILQDQFLQJ
GLIILFXOWLHYV

7KH OLTXLGLW\ EXIITHU FRQWLQXHG WR LQFUHDVH DOORZLQJ WKH /&5 WR UHPDLQ ZHOO DERYH ERWK

LQWHUQDO DQG UHJXODWRU\ OLPLWV UHDFKLQJ DW WKH HQG RI WKH \HDU

7KH QHW VWDEOH IXQGLQJ UDWLR 16)5 JLYHQ WKH EDODQFHG DQG VWDEOH FRPSRVLWLRQ Rl WKH
ILQDQFLQJ SURYLGHG E\ %DQNLQWHU *URXS WR FRYHU LWV QHHGV VWDQGV DW DV RI
'"HFHPEHU FRPSDUHG WR DW WKH HQG RI WKH SUHYLRXV \HDU

,Q %DQNLQWHU H[SHFWV WR FRQWLQXH LWV EDODQFHG JURZWK LQ OHQGLQJ DQG LQ GHSRVLWYV

OLPLWLQJ LWV GHSHQGHQFH RQ ZKROHVDOH PDUNHWYV

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 <] 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



4AXDOLWDWLYH LQIRUPDWLRQ RQ WKH OLTXLGLW\ FRYHUDJH UDWLR /,4%

ODLQ GULYHUV RI /&5 SHUIRUPDQFH DQG FKDQJH RYHU WLPH RI WKH FRQWULEXWLRQ WR WKH
OLTXLGLW\ FRYHUDJH UDWLR FDOFXODWLRQ

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

&KDQJH LQ OLTXLGLW\ FRYHUDJH UDWLR RYHU WLPH

$W \HDU HQG DV WKURXJKRXW WKH \HDU WKH OLTXLGLW\ FRYHUDJH UDWLR UHPDLQHG FRPIRUWDEO\
DERYH UHJXODWRU\ OLPLWV DQG WKH *URXSiIV LQWHUQDO FRQWURO OLPLWV VWDQGLQJ DW RQ
DYHUDJH RYHU WKH SDVW PRQWKYV

&RQFHQWUDWLRQ RI OLTXLGLW\ VRXUFHV DQG IXQGLQJ

21 SDUWLFXODU LPSRUWDQFH ZLWKLQ WKH YDULRXV VRXUFHV RI IXQGLQJ LV WKDW RULJLQDWLQJ IURP UHWDLO
GHSRVLWYV ZKLFK LV FKDUDFWHULVHG E\ LWV VWDELOLW\ :KROHVDOH IXQGLQJ LV LQ VHFRQG SODFH

&RPSRVLWLRQ RI WKH OLTXLGLW\ EXIITHU RI WKH EDQN

7KH OLTXLGLW\ EXIIHU FRQVLVWY ODUJHO\ RI /HYHO DVVHWY PDLQO\ UHVHUYHVY DW FHQWUDO EDQNV WKDW
FDQ EH ZLWKGUDZQ 6HFRQG WKHUH DUH WKH DVVHWV RI SXEOLF DGPLQLVWUDWLRQV 7KLUG ZH KDYH
FRYHUHG ERQGV 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

'"HULYDWLYH H[SRVXUHVY DQG SRVVLEOH FROODWHUDO FDOOV

'"HULYDWLYH WUDQVDFWLRQV DUH FDUULHG RXW XQGHU FUHGLW VXSSRUW DQQH[HV &6%V WKDW %DQNLQWHU
KDV HOWHUHG LQWR ZLWK WKH YDULRXV FRXQWHUSDUWLHY LW RSHUDWHY ZLWK LOOXVWUDWLQJ WKDW KHGJLQJ
GHULYDWLYHV H[SRVXUH LV QRUPDO SUDFWLFH IRU WKH %DQN

&XUUHQF\ PLVPDWFKHV LQ WKH /&5

%DQNLQWHU RQO\ SURGXFHV D OLTXLGLW\ FRYHUDJH UDWLR /&5 LQ HXURV DW WKH FRQVROLGDWHG OHYHO DV
WKLV LV LWV RQO\ VLIQLILFDQW FXUUHQF\

2WKHU HOHPHQWY LQYROYHG LQ FDOFXODWLQJ WKH OLTXLGLW\ UDWLR

7KHUH DUH QR RWKHU UHOHYDQW /&5 FDOFXODWLRQ HOHPHQWYVY WKDW DUH QRW LQFOXGHG LQ WKH /&5
GLVFORVXUH WHPSODWH

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



1HW VWDEOH IXQGLQJ UDWLR 16)5

'"HWDLOV RI WKH 16)5 UDWLR E\ PDWXULW\ WUDQFKH DUH VKRZQ EHORZ
1HW VWDEOH IXQGLQJ UDWLR 16)5 /,4

9DOXH SDRV\//%‘%"L_J\K\"VFI "HLJKWHG YDOXH
1R PDWXULW\PRQWKV PRQWKV WRQH \HJU RU
\HDU PRUH
$YDLODEOH VWDEOH IXQGLQJ LWHPV $6)
&DSLWDO LWHPV DQG LOVWUXPHQWYV é é
6KDUHKROGHU V HTXLW\ é é
2WKHU FDSLWDO LQVWUXPHQWYV é é é é
5HWDLO GHSRVLWYV
6WDEOH GHSRVLWYV é é
/HVV VWDEOH GHSRVLWYV
:KROHVDOH ILQDQFLQJ
2SHUDWLQJ GHSRVLWYV é é
2WKHU ZKROHVDOH IXQGLQJ
,QWHUGHSHQGHQW OLDELOLWLHV é é é é
2WKHU OLDELOLWLHYV
/LDELOLWLHV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLR
$00 RWKHU OLDELOLWLHV DQG FDSLWDO LQVWUXPHQWVY QRW LQFOXGHG LQ WKH SUHYLRXV FDWHJRULHV
7RWDO VWDEOH IXQGLQJ DYDLODEOH
5HTXLUHG VWDEOH IXQGLQJ 56) LWHPV
7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$
(8 (QFXPEHUHG DVVHWYVY ZLWK D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D FRYHUDJH SRRO & é
"HSRVLWYV KHOG LQ RWKHU ILQDQFLDO HQWLWLHV IRU RSHUDWLQJ SXUSRVHV é é é é

BHUIRUPLQJ ORDQV DQG VHFXULWLHYV

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ 7LHU +4/$ DUH VXEMHFW WR D YDOXDWLRQ KDLUFXWéRI

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ RWKHU DVVHWY DQG ORDQV DQG DGYDQFHV WR ILQDQFLDO LQVYV

3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FXVWRPHUV ORDQV WR UHWDLO DQG VPDOO EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQ LVVXHUV DQG SXEOLF VH|

LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN

ORUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH RI ZKLFK é
LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN é

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 S
L QWHUGHSHQGHQW DVVHWV é é é é

2WKHU DVVHWYV

3K\WLFDOO\ WUDGHG FRPPRGLWLHV é 6

$VVHWYV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYHV FRQWUDFWYV DQG FRQWULEXWLRQV WR &&3 GHIDXOW IXQGV é é

$VVHWV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLRb é é

/JLDELOLWLHV UHVXOWLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLR EHIRUH GHGXFWLRQ Rl WKH FRQWULEXWHG YDULDWLRQ PDUJLQ

$00 RWKHU DVVHWV QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV

21l EDODQFH VKHHW LWHPV

7RWDO VWDEOH IXQGLQJ UHTXLUHG

1HW VWDEOH IXQGLQJ UDWLR

JLIXUHV LQ PLOOLRQV RI }

JLIOODU  'LVFORVXUHV 5HSRUW



1HW VWDEOH IXQGLQJ UDWLR 16)5 /,4

TNV Foluk U LIk wHe YDoXH
1R PDWXULW\ PRQWKV2WR \HOU RU
PRQWKY b \HDU PRUYH
$YDLODEOH VWDEOH IXQGLQJ LWHPV $6)
&DSLWDO LWHPV DQG LQVWUXPHQWYV é é
6KDUHKROGHU V HTXLW\ é é
2WKHU FDSLWDO LQVWUXPHQWYV é é é é
S5HWDLO GHSRVLWV
6WDEOH GHSRVLWV é é
/HVV VWDEOH GHSRVLWYV
:KROHVDOH ILQDQFLQJ
2SHUDWLQJ GHSRVLWYV é é
2WKHU ZKROHVDOH IXQGLQJ
,QWHUGHSHQGHQW OLDELOLWLHV é é é é
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
SHTXLUHG VWDEOH IXQGLQJ 56) LWHPV
7RWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/%
(8 D (QFXPEHUHG DVVHWYV ZLWK D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D FRYHUDJH SRRO é é
'"HSRVLWV KHOG LQ RWKHU ILQDQFLDO HQWLWLHV IRU RSHUDWLQJ SXUSRVHV é é é é

SHUIRUPLQJ ORDQV DQG VHFXULWLHV

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ 7LHU +4/$ DUH VXEMHFW WR D YDOXDWLRQ@KDLUFXW RI

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ RWKHU DVVHWV 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 %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN
ORUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH RI ZKLFK é
LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN é

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 é é é é
2WKHU DVVHWYV

3K\VLFDOO\ WUDGHG FRPPRGLWLHV é é
$VVHWV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYHY FRQWUDFWY DQG FRQWULEXWLRQV WR &&3 GHIDXOW IXQGV & é

$VVHWV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLRb é é

/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 |
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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 %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN
ORUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH RI ZKLFK é
LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN é

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 é é é é
2WKHU DVVHWYV

3K\VLFDOO\ WUDGHG FRPPRGLWLHV é é
$VVHWV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYHY FRQWUDFWY DQG FRQWULEXWLRQV WR &&3 GHIDXOW IXQGV & é

$VVHWV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLRb é é

/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 |
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TNV Foluk U LIk wHe YDoXH
1R PDWXULW\ PRQWKV2WR \HOU RU
PRQWKY b \HDU PRUYH
$YDLODEOH VWDEOH IXQGLQJ LWHPV $6)
&DSLWDO LWHPV DQG LQVWUXPHQWYV é é
6KDUHKROGHU V HTXLW\ é é
2WKHU FDSLWDO LQVWUXPHQWYV é é é é
S5HWDLO GHSRVLWV é
6WDEOH GHSRVLWV é é
/HVV VWDEOH GHSRVLWYV é
:KROHVDOH ILQDQFLQJ
2SHUDWLQJ GHSRVLWYV é é
2WKHU ZKROHVDOH IXQGLQJ
,QWHUGHSHQGHQW OLDELOLWLHV é é é é
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
SHTXLUHG VWDEOH IXQGLQJ 56) LWHPV
7RWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/%
(8 D (QFXPEHUHG DVVHWYV ZLWK D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D FRYHUDJH SRRO é é
'"HSRVLWV KHOG LQ RWKHU ILQDQFLDO HQWLWLHV IRU RSHUDWLQJ SXUSRVHV é é é é

SHUIRUPLQJ ORDQV DQG VHFXULWLHV

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ 7LHU +4/$ DUH VXEMHFW WR D YDOXDWLRQ@KDLUFXW RI

1RQ 3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV FROODWHUDOLVHG E\ RWKHU DVVHWV 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 %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN
ORUWJDJHV RQ UHVLGHQWLDO UHDO HVWDWH RI ZKLFK é
LWK D ULVN ZHLJKW RI RU OHVV XQGHU WKH %DVHO ,, VWDQGDUGLVHG DSSURDFK IRU FUHGLW ULVN é

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 é é é é
2WKHU DVVHWYV é

3K\VLFDOO\ WUDGHG FRPPRGLWLHV é é
$VVHWV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYHY FRQWUDFWY DQG FRQWULEXWLRQV WR &&3 GHIDXOW IXQGV & é

$VVHWV DULVLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLRb é é
/LDELOLWLHV UHVXOWLQJ IURP WKH QHW VWDEOH IXQGLQJ UDWLR EHIRUH GHGXFWLRQ Rl WKH FRQWULEXWHG YDULDWLRQ PDUJLQ

$00 RWKHU DVVHWY QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV é

21l EDODQFH VKHHW LWHPV

7RWDO VWDEOH IXQGLQJ UHTXLUHG

1HW VWDEOH IXQGLQJ UDWLR

JLIXUHV LQ PLOOLRQV RI |
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9 N HU *URXS OHYHUDJH UDWLR D WKH HQG RI '"HFHPE
'"HILQLWLRQ DQG FRPSRVLWLRQ RI WKH OHYHUDJI—(OB%V\}'LQIQN e Q
7KH OHYHUDJH UDWLR FRPSOHPHQWV WKH RWKHU FDSLWDO 1 QOGIEDWRIIV _VHHNIOQI] WR HOERXIIDIH
LQVWLWXWLRQV WR PDLQWDLQ SUXGHQW ILQDQFLQJ VWUX
DYRLGLQJ GHVWDELOLVDWLRQ RI WKH HFRQRP\ DQG WKH ED@NHRJ VIVWHP

$V GHILQHG LQ 5HJXODWLRQ (8 1R &55 DV PRGLILHBREXUHRPPLVVLRQ 'HOHJDWHG
5HIJXODWLRQ (8 &55 WKLV LV WKH UDWLR Rl WLHUHYHUDSHWD® MR WRWDO H[SRVXUH 7KH
HOHPHQWY XVHG WR EXLOG WKH UDWLR DUH DV IROORZV JLIXUHV LQ WKRXVDQGV RI |

7LHU FDBRMIMKMIUDOFRQVLVWY RI FRPPRQ HTXLW\ WLHU DQG DGGLWLRQDO WLHU FDSLWDO
MRLQWO\ WLHU FDSLWDO DV GHILQHG LQ VHFWLRQ Rl WKLV UHSRUW

([SRVXWIV 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 DJUHHPHQWY DQG FROODWHUDO UHFHLYHG DQG WKH SRWHQWLDO IXWXUH ULVN
DGG RQ WDNLQJ LQWR DFFRXQW FRQWUDFWXDO QHWWLQJ DJUHHPHQWYV

F ([SRVXUH LQ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV LQFOXGHV WKH YDOXH RI WKH
HISRVXUH SOXV DQ DGG RQ IRU FRXQWHUSDUW\ FUHGLW ULVN

G 21l EDODQFH VKHHW LWHPV WKLV 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 PHDVXUHPHQW RI FDSLWDO DQG H[SRVXUH UHGXFLQJ WKH
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 %DOQNLQWHU *URXS V OHYHUDJH UDWLR VWRRG DW FRPSDUHG WR LQ
WKH SUHYLRXV \HDU 7KH DQG UDWLRV DUH ERWK ZHOO DERYH WKH PLQLPXP UHJXODWRU\

UHTXLUHPHQW RI
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ILQDQFLDO VWDWHPHQWY DQG WKH H[SRVXUH

WKH UHJXODWRU\

*URXS V

DFFRXQWLQJ DVVHWY DQG H[SRVXUHV FRUUHVSRQGLQJ WR
ILQDQFLDO VWDWHPHQWYV

HPSWLRQ RI H[SRRVXUHV WR

%YHORZ LV D UHFRQFLOLDWLRQ EHWZHHQ WKH
WKH UHFRQFLOLDWLRQ RI
/5
7TRWDO DVVHWV DFFRUGLQJ WR SXEOLVKHG

FRQVLGHUHG LQ WKH FD @AXCHDUWDURIQUR WWR H

6 XPPDU\ RI
WKH OHYHUDJH UDWLR

QLVHE RQ WKH EDODQFH
J IUDPHZRUN EXW
XUH XQGHU &55

.JQV

'LVFORVXUHV 5HSRUW
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$GMXVWPHQW IRU HOLJLEOH FDVK SRROLQJ WUDQ¥DFWLRQV
EDODQFH VKHHW H

$GMXVWPHQW IRU VHFXULWLHY ILQDQFLQJ WUDQVDFWLRQV

$GMXVWPHQW IRU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV
$GMXVWPHQW IRU RII

7RWDO OHYHUDJH UDWLR H[SRVXUH PHDVXUH

2ZWKHU DGMXVWPHQWYV

RIl




7KH IROORZLQJ WDEOH EUHDNVY GRZQ WKH HOHPHQWV WKDW ZHUH FRQVLGHUHG LQ WKH FDOFXODWLRQ RI WKH OHYHUDJI

/HYHUDJH UDWLR FRPPRQ GLVFORVXUH WDEOH /5

2Q EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV DQG 6)7V 4 4

2Q EDODQFH VKHHW LWHPV H[FOXGLQJ GHULYDWLYHV 6)7V DQG ILGXFLDU\ DVVHWYV EXW LQFOXGLQJ VHFXULW\ LQWHUHVWYV
*URVV XSbIRU GHULYDWLYH FROODWHUDO SURYLGHGbZKHUH GHGXFWHGbIURPbWKH EDODQFH VKHHW D¥VHWYV SXUVXDQW WR WKH |
'"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 GHULYDWLYHVY FRQWULEXWLRQ WR UHSODFHPHQW FRVWY XQGHU WKH VLPESOLILHG 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 SRWHQWLDO FRQWULEXWLRQ WR IXWXUH H[SRVXUH XQGHU WKH VLPSOLéLHG VWDQGDUGLVEG 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 Rl WUDGH H[SRVXUHV QHWWHG E\ WKH FOLHQW RULJLQDO H[SRVXUH PHWKRG

$GMXVWHG HIITHFWLYH QRWLRQDO DPRXQW RI ZULWWHQ FUHGLW GHULYDWLYHV

$GMXVWHG HIITHFWLYH QRWLRQDO RIIVHWY DQG DGGLWLRQDO GHGXFWLRQV IRU FUHGLW GHULYDWLYHY HQWHUHG LQWR

7RWDO GHULYDWLYHV H[SRVXUHV

6)7 H[SRVXUHYV

*URVV DVVHWV RI VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWKRXW UHFRJQLWLRQ RI QHWWLQJ DIWHU DGMXVWPHQWV IRU VDC

1HW DPRXQWV RI FDVK SD\DEOH DQG FDVK UHFHLYDEOH LQ JURVYV DVVHWV Rl VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV
&RXQWHUSDUW\ FUHGLW ULVN H[SRVXUH RQ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQ DVVHWYV é é
(8 D([HPSWLRQ IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV &RXQWHUSDUW\ ULVN H[SRVXUH XQGHU $UWLFOH H DQG $UWLFOH

$IJHQW WUDQVDFWLRQ H[SRVXUHV é
(8 D &&3 FRPSRQHQW H[FOXGLQJ H[SRVXUHV IURP VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV QHWWHG E\ WK& FOLHQW
7TRWDO 6)7 H[SRVXUHV
2|l EDODQFH VKHHW H[SRVXUHYV
21l EDODQFH VKHHW H[SRVXUHVY DW JURVV QRWLRQDO DPRXQW
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$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 EDQNV 3XEOLF VHFWRU LQYHVWPHQWYV é é

(8 G ([FOXGHG SURPRWLRQDO ORDQV IURP SXEOLF GHYHORSPHQW EDQNV 3URPRWLRQDO ORDQV JUDQWHE& E\ D SXEOLF GHYEBORSPHC
3URPRWLRQDO ORDQV JUDQWHG E\ DQ HQWLW\ VHW XS GLUHFWO\ E\ WKH FHQWUDO JRYHUQPHQW UHJLRQDO JRYHUQPHQWV RU O
6WDWH 3URPRWLRQDO ORDQV JUDQWHG E\ DQ LQVWLWXWLRQ VHW XS E\ WKH FHQWUDO JRYHUQPHQW UHJLRQDO JRYHUQPHQWYV
6WDWH WKURXJK DQ LQWHUPHGLDWH FUHGLW LQVWLWXWLRQ

(8 H ([FOXGLQJ H[SRVXUHV RI SURPRWLRQDO ORDQV WUDQVIHUUHG E\ QRQ SXEOLF GHYHORSPHQW EDQNV RU XQLWV 3URPRAVLRQDO
GHYHORSPHQW FUHGLW LQVWLWXWLRQ 3URPRWLRQDO ORDQV JUDQWHG E\ DQ HQWLW\ VHW XS GLUHFWO\ E\ WKH FHQWUDO JRYH
ORFDO DXWKRULWLHV RI D OHPEHU 6WDWH 3URPRWLRQDO ORDQV JUDQWHG E\ DQ LOQVWLWXWLRQ VHW XS E\ WKH FHQWUDO JRYH
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 LQVWLWXWLRQV LQ DFFRUGDQFH ZLWK SRLQW R RI $UWLFOH éD Rl &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]]JDQLQH ORDQV é é

(8 N 7TRWDO H[SRVXUHV H[FOXGHG é é

&DSLWDO DQG WRWDO H[SRVXUH PHDVXUHPHQW

7LHU FDSLWDO

OHDVXUHPHQW RI WRWDO H[SRVXUH IRU OHYHUDJH UDWLR

/HYHUDJH UDWLR

/HYHUDJH UDWLR

(8

/HYHUDJH 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\ H{[HPSWLRQ IURP FHQWUDO EDQN UHVHUYHV

5HIXODWRU\ PLQLPXP OHYHUDJH UDWLR UHTXLUHPHQW

(8

D$GGLWLRQDO VKDUHKROGHUYVY HTXLW\ UHTXLUHPHQWYVY WR DGGUHVV WKH H[FHVVLYH OHYHUDJH UDWLR b

(8 ERI ZKLFK bFRQVLVWLQJ RI FRPPRQ HTXLW\ WLHU
SHTXLUHG OHYHUDJH UDWLR EXIIHU UHTXLUHPHQW
(8 D2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW
&KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWY DQG UHOHYDQW H[SRVXUHV
(8 E&KRLFH RI WUDQVLWLRQDO DUUDQJHPHQWY IRU WKH GHILQLWLRQ RI WKH FDSLWDO PHDVXUH

'LVFORVXUH RI PHDQ YDOXHYV

$YHUDJH YDOXH RI 6)7 JURVV DVVHWYV DIWHU DGMXVWLQJ IRU VDOHV DFFRXQWLQJ WUDQVDFWLRQV DQG GHGXFWLQJ WKH DPRXQYV
FDVK UHFHLYDEOHYV

4XDUWHU HQG YDOXH RI 6)7 JURVV DVVHWV DIWHU DGMXVWLQJ IRU VDOHV DFFRXQWLQJ WUDQVDFWLRQV DQG QHW RI UHODWHG F

JLIOODU  'LVFORVXUHV 5HSRUW



JLIXUHV LQ WKRXVDQGV RI |

%HORZ LV D EUHDNGRZQ RI RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVXUHYV

/5

2Q EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVXUHYV

&55 OHYHUDJH UDWLR H[S

7TRWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV VHFXULWLHYV ILOQDQFLQJ WUDQVDFWLRQV DQG H[FOXGHG H[SRV

7UDGLQJ ERRN H[SRVXUHV

(8
(8
(8
(8
(8

/IRDQ ERRN H[SRVXUHV RI ZKLFK

&RYHUHG ERQGYV

([SRVXUHV WUHDWHG DV VRYHUHLJQV

LOWHUQDWLRQDO RUJDQLVDWLRQV DQG 36( QRW WUHDWHG DV VRYHUHLJQV

([SRVXUHV WR UHJLRQDO JRYHUQPHQWYV 0'%

(8

LQVWLWXWLRQV

(8
(8
(8

(8

(8

(8

LPPRYDEOH SURSHUWLHYV

6HFXUHG E\ PRUWJDJHV RI
5HWDLO H[SRVXUHYV

&RUSRUDWHYV

'"HIDXOWHG H[SRVXUHYV
2WKHU H[SRVXUHV H J

VHFXULWLVDWLRQV DQG RWKHU QRQ FUHGLW REOLJDWLRQ DVVHWYV

HTXLW\

JLIXUHV LQ WKRXVDQGV RI |

'LVFORVXUHV 5HSRUW

3LIOODU




7TUHQGY LQ WKH OHYHUDJH UDWLR

7KH OHYHUDJH UDWLR LQFUHDVHG E\ EDVLVY SRLQWYV GXULQJ IURP DW WKH HQG RI
WR DW '"HFHPEHU
7KH YDOXH RI WKH QXPHUDWRU RI WKH UDWLR WLHU FDSLWDO LQFUHDVHG LQ WKH \HDU E\ PLOOLRQ

HXURV PDLQO\ GXH WR UHWDLQHG HDUQLQJVY DQG WKH LVVXDQFH RI $7 ZKLFK PRUH WKDQ RIIVHW WKH
LQFUHDVH LQ WRWDO H[SRVXUH ZKLFK LV WKH GHQRPLQDWRU RI WKH UDWLR

7KH WRWDO H[SRVXUH RI WKH UDWLR LQ WKH GHQRPLQDWRU LQFUHDVHG LQ WKH \HDU E\ PLOOLRQ
HXURV PDLQO\ GXH WR WKH LQFUHDVH LQ WKH WRWDO DVVHWV RI WKH *URXS V EDODQFH VKHHW GXH WR WKH
LQFUHDVH LQ OHQGLQJ WKDW UHVXOWHG IURP WKH FRPPHUFLDO GULYH GXULQJ WKH \HDU

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
UDWLRYVY PRQLWRUHG E\ WKH ERDUG RI GLUHFWRUV LQ WKH ULVN DSSHWLWH IUDPHZRUN 7KH ,QVWLWXWLRQ KDYV
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 SURMHFWLRQV IRU WKH EDODQFH VKHHW
HDUQLQJY DQG FDSLWDO IRU ERWK WKH FHQWUDO DQG VWUHVVHG VFHQDULRY WR JXDUDQWHH FRPSOLDQFH LQ
DGYHUVH VLWXDWLRQV

7KH UDWLR KDV EHHQ PRQLWRUHG DV SDUW RI WKH *URXS V UHJXODWRU\ UHSRUWLQJ VLQFH LQ
FRPSOLDQFH ZLWK WKH GLVFORVXUH UHTXLUHPHQWY LQ WKH UHJXODWLRQV FRQILUPLQJ WKDW WKH UDWLR
FRPIRUWDEO\ H[FHHGV 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
HSR PDUNHW $ VHFXULWLHVY SODFHG D

IXQGHG L
%DQNLQWHU *URXS UHSRUWYV WKH LQIRUPDWLRQ UHTXLUHG\Nﬁ%_{Gg%U%%R/mL\éVLg@VWW@ﬁ/\kIﬁ,%Lﬁ#dﬁQDd/\LIVF"t;%RVXUH $00 F

(8 1R EHORZ LQFOXGHG WKH )LQDQFLDO DVVHWV KHOG IRU WUDGLQJ
7KH VEFRSH RI UHJXODWRU\ FRQVROLGDWLRQ XVHG LQ WKLV PPHESRUMR P\ Gy KWy DAY D'\ kD WY KR KK S YRULW KU ORVYV
DSSOLFDWLRQ RI OLTXLGLW\ UHTXLUHPHQWY RQ D FRQVROLGDRWYE QY Y b\ QRRP iR xR GQ 13HAPR F7IZIRO LY $IWYuDW DPRU

RI 5HJXODWLRQ (8 1R &55 DV PRGLILHG E\ SHIXORYNGBWHIDHoBIUHHPHQWY VLIQHG WR WUDGH WKURXJK &&
&55  TKHUHIRUH WKHUH LV QR GLIIHUHQFH EHWZHHQ WKHPGQFOXGHG 7KH PDUN WR PDUNHW YDOXDWLRQ RI GHULYDW!

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 MREDHV ARY YHBRAGM WRoOWKPEERBY R X0 7D\V FRPH IURF
DPRXQW DQG WKH IDLU YDOXH 7KH LQIRUPDWLRQ UHODWLQJ:WR WKHLRPR WD%bW%#@ ERRYKNSEYPOW AWkVH oG RI HE

FDOFXODWHG DV WKH DYHUDJH RI WKH TXDUWHUO\ YDOXHY DV WKLV PHDVXUH UDOLVD LRQ UHIOHFW
WKH LQHTXDOLW\ RI WKH IUHTXHQF\ GLVWULEXWLRQ RI WKHQYDGEHWLEQYM\/G?L(W]KW\KHV\GQ_H/W\}"UIDBN‘WQFRQPFDIVWHKJHDO HQFXP
LQWR WZR HTXDO SDUWV VHFRQG TXDUWLOH FXUUHQFLHY RWKHU WKDQ WKH UHIHUHQFH FXUUHQFLHYV

7KH PDLQ VRXUFHV RI DVVHW HQFXPEUDQFH LQ %DQNLQWHRWEKHUEHREGVYVRILHABXPENRQEHQD UHRDWKIR WDIHJLHG RXW 7K
RI DVVHW DVVRFLDWHG ZLWK D VSHFLILF REOLJDWLRQ DV VEHMORXW EHO®PEZHUHG DQG XQHQFXPEHUHG DVVHWYV $( ZL
FORVH

6HFXULWLVDWLRQ

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 LVVWXHG 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 BPBONW\RI HQF XP E Hl U&IISUD VIVGIWI/PRX QW RI XQHQFXPBHUH®D OXHMHRVWK QHQFXPEHUHG D

RI ZKLFK QRWLRQDOO\ RI ZKLFK QRWLRQDOO\ RI ZKLFK (+4]$ DQG RI ZKLFK (+4/$ DQG

HOLJLEOH (+4/$ DQG HOLJLEOH (+4/$ DQG +4/$ +4/$
+4/$b +4/$b

$VVHWV Rl WKH UHSRUWLQJ LQVWLWXWLRQ

(TXLW\ LQVWUXPHQWYV

"HEW VHFXULWLHV

bRI ZKLFK FRYHUHG ERQGYV é

bRI ZKLFK VHFXULWLVDWLRQV é é é é é é é é

bRI ZKLFK LVVXHG E\ SXEOLF DGPLQLVWUDWLRQV

bRI ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV
bRI ZKLFK LVVXHG E\ QRQ ILQDQFLDO FRUSBUDWLRQV

[
[

2WKHU DVVHWYV é

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

8QHQFXPEHUHG
HG FROODWHUDD UHFHLYHG RU RZQ GHEW VHEXULWLHYV

)DLU YDOXH RI FROODWHUDO UHFHLYHG RU RZQ GH
IRU HQFXPEUDQFHb

)DLU YDOXH RI HQFXPEHU
LVVXHG

DQG +4/ RlI ZKLFK (+4/$ DQG +4/$

Rl ZKLFK QRWLngDOT\ HOLJLEOH (+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 J/LDELOLWLHVY FROXPQ LQFOXGHV PDWFKLQJ OLDELOLWLHY FRQWLQJHQW OLDELOLWLHV DQG
VHFEXULWLHY OHQW

7KH $VVHWYV FROXPQ LQFOXGHV DVVHWY FROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHYV
LVVXHG RWKHU WKDQ FRYHUHG ERQGYV DQG HQFXPEHUHG $%6V

6RXUFHV RI HQFXPEUDQFH $(

$VVHWV FROODWHUDO UHFHLYHG DQG
ODWFKLQJ OLDELOLW.AHY GHEQWVLRBXQMWVLHY LVVXHG RWKHU
OLDELOLWLHV RU VHFWKDWLAFRYBHB® ERQGYV DQG

HQFXPEHUHG $%6V

JLIXUHV LQ WKRXVDQGV RI HXURV

JLIOODU  'LVFORVXUHV 5HSRUW



SHPXQHUDWLRQ




,Q DGGLWLRQ WR WKH FRPSHWHQFLHV RI WKH UHBXW®QN WML
FRPSOLDQFH FR® RLMOMHMH. RQ WR WKH S5HPXQHUDWLRQ 3ROLF

UDWLRQDO UHPXQHUDWLRQ SROLFLHVUBQGOSW RQVERY WIKH
,QIRUPDWLRQ RQ WKH GHFLVLRQ PDNLQJ SURFHVV IRU GHWMHYMWHH DQG FRPSOLDQFH FRPPLWWHH YHLU

UHPXQHUDWLRQ SROLF\ PDGH DQG ZLWKRXW SUHMXGLFH WR WKH IXQFWLRQV RI W
3XUVXDQW WR %DQNLQWHU V E\ ODZV DQG WKH UXOHV DQERUMIWS¥WY RERY RYDIW G ERBAIKE HRMAE BHEE WP H[HFXWL Y H
%DQNLERBIWGVRI GLYHMHVBRQVLEOH IRU VHWWLQJ XS D FRQWRRVHLEHE Dk WILWINR oF D BFWVPE OLTXLGLWY DQG WKH SUR

IRU WKH UHPXQHUDWLRQ SROLF\ ,W KDV D UHPXQHUDWLR@QF&SRQJLP RIIHERZR LMV B BRY BrONVAEIOHT PRYHSRUWY TURP W
IR

PRQLWRULQJ DQG RYHUVLJKW RI LPSOHPHQWDWLRQ RI WKH YKH $¥PUDPHWHUV DQG YDOXHV SURSRVHG DV YDULDEOH LQ
U WKH ILQDQFLDO \HDUV DQG IRU LGHQWLILHG VWD

7KH GXWLHV RI WKH UHPXQHUDWLRQ FRPPLWW HEX @B NEGKODIMOK & LLRK $% W R OBIW H IRV WIKHN DSSHWLWH OHYHO DQG V
MWHIXODWIRQY Rl WKH EROH GRPIPGWWHFHWROVR KDV LWV REQ ULRIVORBWMRRWLYWKHVR DV QRW WR HQFRXUDJH DFWLRQV !
FXUUHQW YHUVLRQ RI ZKLFK ZDV DSSURYHG E\ WKH ERDUG RI GLUHFWRUYV R% 0D\ D\SSG DGGHG

WR %DQNLQWHU *URXS V LOQWHUQDO FRUSRUDWH JRYHUQDGCHHFEYXEH@W AMRAQ BH YA FW LROUE TR VRWH B DRRIL QWHU V GLI
UHPXQHUDWLRQ FRPPLWWHH V LQGHSHQGHQFH DQG GHWHUPLGERYV RYECoB \ suLoFRsY SLWBQLgUHVHQW DQG U

*

UXOHV RI LWV FRPSRVLWLRQ RSHUDWLRQ DQG SRZHUV ng*%l_ ROZORMHWE RV W HEOR U SBRuD WRV 8y Hu ®Q&FRPPH LOQWR IRU
SUDFWLFHV 7KH GXWLHV Rl WKH HREPX QONHER QUIER VW HR X WY XG LRGRYRGHFLHV RI WKH &RQVROLGDWHG 7H[W RI Wi

WHH 7KH 'LUHFWRUV GS5HPXQHUDWLRQ 5HSRUWYV DUH VXEPLWWH(

$W WKH GDWH RI WKLV UHSRUW WKH UHPXQHUDWLRQ FRPPRWWHY OHHWERRIRrVR & REIS PPR At g W RKH SURYLVLRQV

DSSRLQWHG E\ WKH ERDUG RI GLUHFWRUV DOO H[WHUQDO ¥bKE ORRHYHFKMASYHR LY BPEMR u 8D HY ZY I Wk H

SURYLVLRQV Rl WKH 6SDQLVK &RPSDQLHV $FW WKH PDMRULW) RehZERPORMHU LQ §HHK B 6 HQWh 1eU-Bd! FOWRWM 0J KHOG RO
LQFOXGLQJ WKH FKDLU ,WV FXUUHQW FRPSRVLWLRQ LV DYDIpQNEQH RQE WKH F R UWRUD WH U ERKBIN R EWR LW KSH P

%DQNLQWHU V UHPXQHUDWLRQ FRPPLWWHH PHW VL[ WLPHV WR JRELSR ML RV LK R KRV M & QIRUPDWLRQ pRQ WKH DSSOLFD)
LQ RUGLQDU\ VHVVLRQ DQG RQFH RQ DQ H[WUDRUGLQDU\ EDVLVLQRRGLPOI RIPYWLR QP QfFr YWk Y PAQAUDWLRQ VIVWH
GHWDLOV RI WKH VSHFLILF GXWLHV DQG DFWLYLWLUEMIRI WKH FRPPLWWHH LQ LV GHWDLOHG LQ WKH

DQQXDO DEWIYIW\ UHSRUW RIl WKEKUFKR XYHDPWILGRIME 6RPRQWWKHHY, KUREXSDMUG RI GLUHFWRURQODAD & X E B H\WWRIGVWEHP XQH L
FRUSRUDWH ZHEVLWH 7KLV UHSRUW DOVR GHVFULEHV WKH H[SHUYRHYQFdis DR @ o AP B 6 IHGRIL WK EFDRENUNYR WKH $00QXI
RI WKH UHPXQHUDWLRQ FRPPLWWHH DQG WKH UHVXOWV RI WKHbHURRQXDO SKURYRIBREK HY®BORMIRAYQIRUPDWLR Q
DPRQJ RWKHU LQIRUPDWLRQ UHPXQHUDWLRQ SROLF\ LQ ILQDQFLDO \HDU DQG WK

7R DWWUDFW UHWDLQ DQG HQVXUH WKH FRPPLWPHQW RI WKH WRVWOPGHHRA\RBBoV Lo sxuvxLQJd WKH

*URXS V ORQJ WHUP REMHFWLYHV WKH UHPXQHUDWLRQ FRPRPHWMWHHYRO G YRS BRPYEGU ADWH Y O RIOVHGPX@ HUDWLRQ SR

WKHLU GHFLVLRQV DERXW UHPXQHUDWLRQ IRU DV LQ SHERYN G\ HR UV 1 \E RBRITD K P W LY H FWWUSGL HYW WKH SURSRVD

FRQGXFWHG E\ DQ H[WHUQDO FRQVXOWDQF\ ILUP LQ ZKLFK pAHHVHORRY UHRERHYPWLRQKIDYDIRPSRYE®VH RI WKLV SRO

ZLWK WKDW LQ FRPSDUDEOH PDUNHWYV DQG LQVWLWXWLRQVy '(WiPk ONKBWH 1SW R RLAGEHHGY L BoMH RWWRQW K H B X WIKdH VY v w U D

LLUHEWRIUY SHPXQOHUZKWER®BHDRMDWODEOH RQ WKH FRUSRUDWMHHUHEMEWR] %DQNLQWHU ERWK LQ DEVROXWH WHUPV DQ
DLPV WR FOHDUO\ DQG FRQFLVHO\ GHILQH WKH %DQN V U
SUDFWLFHV LQ QR ZD\ MHRSDUGLVH WKH VWDELOLW\ RI W
HPSOR\HHV WR DVVXPH H[FHVVLYH ULVN

7KH FDWHJRULHV RI SHUVRQQHO ZKRVH SURIHVVLRQDO DFWLYLWLHVY KDYH D PDWHULDO LPSDFW RQ WKH (QWLW\ V ULVN SURILOH
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BULQFLSOHV RI %DQNLQWHU V UHPXQHUDWLRQ SROLF\

7KH JHQHUDO SULQFLSOHV JRYHUQLQJ %DQNLQWHU V UHPXQHH DWLRIR FROL EK R KD Y W HRRHM YLHG WHRVGLRFD QW UHPXQH L
RI VIKHHEWR UV 5HPXJHDOWIKRIQVSHISRIUM EOH RQ %DQNLQWHU V FRDSRDBPRMHZHEVLWHXURY DQG HTXDO WR RU DERYH V
DZDUGHG WR GLUHFWRUV DQG VHQLRU PDQDJHPHQW |

'HVFULSWLRQ RI WKH W\SHV RI HPSOR\HHV DQG H[HFXWLNXHVLERQW EXMUKE/V XQLW DQG WKLV DFWLYLW\ LPS

LGHQWLILHG VWDII (PSOR\HHV ZKR UHFHLYHG UHPXQHUDWLRQ RI HX |
,Q RUGHU WR GHWHUPLQH WKH &RPSDQ\IV ,GHQWLILHG 6wWDII WKHDERDUG RI GLUHFWRUV DW LWV PHHWLQJ
KHOG RQ -DQXDU\ FRQYHQHG RQ WKH UHFRPPHQGDWLRAKRRAH WKRVUHBKRKERWHWERQ LV DPRQJ WKH RI H

FRPPLWWHH DSSURYHG D SROLF\ IRU GHWHUPLQLQJ ,GHQWLILHRLGWRVW RWBBOVURPRQAEBWI\RWKHQ WKH SUHYLRXV
ERDUG RI GLUHFWRUV RQ WKH UHFRPPHQGDWLRQ RI WKH UHPXQHRBILRY ¥ R RLWVMRHHH BWK 3-8/ V P FMELERN H H v

KHOG RQ 2FWREHU
$FFRUGLAQIWWR QDO FULWHULD
7KLV SROLF\ VHWV RXW WKH FULWHULD IRU GHWHUPLQLQJ WKH PHPEHUV RI VWDII RU FDWHJRULH RI VWDII
I

v
ZKRVH SURIHVVLRQDO DFWLYLWLHV KDYH DQ LPSDFW RQ WKH® UQLPRRQRDIHYY 2 VRE @ ic YW RLEQ\GCHY B RHQR ! WgWRRQVLELOL!
DFFRXQW WKH FULWHULD VHW RXW LQ 'HOHJDWHG 5HJXODWLRQXQWYV RI ODUFK

VXSSOHPHQWLQJ 'LUHFWLYH (8 RI WKH (XURSHDQ 3DUOLDPHOM PR e FRIpWKEHVERXBFEQVIMWHUY XQLW ZLWK D UHJIX
ILPSOHPHQWLQJ UHJXODWLRQ PDUNHW

,Q JHQHUDO RQ WKH EDVLV RI WKH TXDQWLWDWLYH DQG TXDOGWQQWBYFHDdéHbWUH\wt% mlr_(fz'IéGE\II%{Lb,J'_Q“W-I_' TXDOLW
DSSOLFDEOH UHJXODWLRQV DQG DSSOLHG WR WKHLU LQWHUQDO UXOHV WRH IROORZL VRQV DUH DPRQJ

WKH LGHQWLILHG VWDII RI %DQNLQWHU *URXS RQ D FRQVROZG*ﬂ)V\FI—UGVEBULD IRU SURSRUWLRQDOLW\ ZHUH DOVR HVWDE

DSSOLFDEOH UHJXODWLR V EHVW SUDFWLVHV DQG PDUNH
$FFRUG QXD WIRVDWLYBDAMHGWRQLWKH DXWKRULW\ DQG UHy§gQL\1WED R GWRHIP DOG WKH GLIIHUHQW GHJUHHV
WR WKH (QWLW\ V VWDII PHPEHU WKH IROORZLQJ DUH SRYW; RILWED + HHQ W VWb

OHPEHUV RI WKH ERDUG RI GLUHFWRUV DQG VHQLRU PLRRIHRB QMK RIvWHKY RAWHMM'Y LGHQWLILHG VWDII LV UHYLVHC
6WDIl PHPEHUV ZLWK UHVSRQVLELOLW\ IRU PDQDJHPH®WPHHW R QMUKE FRoWWY R MXRRLWKMWKH UHYLVHG OLVW W
(QWLWA V PDMRU EXVLQHVV XQLWYV 7KH FRPSDQLHV IRUPLQJ %DQNLQWHU *URXS SDUWLFLSDWH

7KRVH UHVSRQVLEOH IRU OHJDO PDWWHUV WKH VRXYRIHGVQR|DOF RX Wik HQQ HERIY VEIUH WL @IRRY PDWLRQ WR DGHTX
SURFHGXUHV ILQDQFH LQFOXGLQJ WD[DWLRQ DQG ERSBEWIRRQ WEKRGUERKWL\OYLMHNRIJRPILOH

DQDOI\VLYV SUHYHQWLRQ RI PRQOH) ODXQGHULQJ DQG W) BRYL Y Wolly H Al k R4 W QU DMRXAE URFHVY H[SODLQHG
GHYHORSPHQW DQG 'LPSOHPHQWDWLRO = Ri WHPXQHYPWERGwWERMSLWAYDIIEBUIRWIH EORVH RI wKH ILQDQFL

WHFKQRORJ\ LQIRUPDWLRQ VHFXULW\ DQG PDQDJHPHRNW, RIrEXWVRXUFLQI DUUDQJIJHPHQWYV
IRU FULWLFDO RU LPSRUWDQW IXQFWLRQV

1THYHUWKHO % D WHU XQGHUVWDQGV WKDW LQ DFF
7KRVH UHVSRQVLEOH IRU PDQDJLQJ WKH ULVNV UHI RVSI@V o$V\WBEQ< i WHR sEBUVRO PD\ PDNH GHFLVL
'LUHFWLYH DQG WKH YRWLQJ PHPEHUV RI WKH L BYYRPLVRP WRWWRLU"J\b&t'\)/&ﬁ ROESV! D ZKROH LWV HDUOQLQG
IRU PDQDJLQJ WKRVH ULVNV LQ JHQHUDO DQG WKRVHALW I 1Y B\WIe@d L WMWY FIR® IHWHOWRERFY MV WHHY MRLQWO!
FRPPLWWHH LQ SDUWLFXODU GHOHJIDWLRQ VFEKHPH

7KRVH UHVSRQVLEOH IRU PDNLQJ DSSURYLQJ RU YHWRLQJ GHFLVLRQV RQ FUHGLW ULVNV WKDW
HIFHHG WKH OLPLWYVY VHW RXW LQ 5HIJIXODWLRQ

'"HDOHUV ZKR PD\ WDNH VLJQLILFDQW PDUNHW ULVN SRVLWLRQV
$FFRUGOQXD @WRLWDWLYH FULWHULD
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&KDUDFWHULVWLFV RI WKH UHPXQHUDWLRQ VFKHFQHDIBSE@G_[H@:HVRLWCKFHS@WLFIDHHG vV WEQ 6 VHSWGHFLHV RI V

KH FXUUH GLUHEFWRUV UHPXOHUDWLRQ SROLF\ WKH $C
%DQNLQWHU *URXS KDV VSHFLILF JXLGHOLQHV IRU LGHQWlelmci YWR IS DS |§e'PJU[‘!VQE§'xbWVG‘EUﬁ?§@/ YRWHREX 8ROBWLRO RI Wi
7KHVH JXLGHOLQHV FRQVLVW RI LQ WKH QXPEHU RI PHPEHUV RI WKH ERDUG RI GLUHFWRUYV IL
LQGLYLGXDOO\ IRU ILQDQFLDO \HDUYV DQG
7KH SROLF\ DQG SURFHGXUH IRU GHWHUPLQLQJ WKH LGHQWLILHG VWDII GHVFULEHG DERYH ZKLFK
LQFOXGHV WKH SULQFLSOHV DQG FULWHULD WR LGHQWIKH W}%HFLL(bld:L YO RROONV ZRRFUBRE B\ PO UGB EHFWRU IRU

RF
WgH'deﬁ-PJlevﬁd; %?UHBWWUNQ:RQVLGHULQJ WKH

LPSDFW RQ %DQNLQWHU *URXS V ULVN SURILOH EDVHGDRRERPOL\BAL

(8 RI ODUFK DV GHVFULEHG DERVYH ERDUG WKHLU WWHQGDQF PHHWLQJY DQG WKHLU FRPP
7KH VSHFLILF VWLSXODWLRQV VHW RXW LQ WKH JHQHU D/ HB-QRXE Qg Hip W BIR\G | @WW@M@@W RQ WKH F
WKLV JURXS DV ZHOO DV LQ SUHYDLOLQJ OHJLVODWLRQ b@%OW@HVXWJ'ﬁ%I-l-[Q@b’YU—@N(D@J R/X(@qWLWJL@%WR WKH PHPEHL
JXLGHOLQHYV WKHLU GXWLHV LQ DORQJ ZLWK D GHVFULSWLRQ RI WKH DP

7KH DSSOLFDWLRQ RI WKH UHPXQHUDWLRQ SROLF\ WR WKH YXEVPGEUDUWLHVORT /'DQN &G WHUS ¥URXS? ZL WK

WKH DGMXVWPHQWY QHFHVVDU\ WR FRPSO\ ZLWK ORFDOdJ@W%MUUWTLWPHQWKFRQK\MBUIth)Q/\PKZH ERDUG KDV K
$V LQGLFDWHG LQ SUHYLRXV VHFWLRQV WKH ERDUG RI GLUNYFWRELALRKHD §RLOWENL DWW IRFHFBYRBRPWG RIHWKIHWH  LQ
UHPXQHUDWLRQ FRPPLWWHH DQQXDOO\ DQDO\VHV DQG DS&UMWKH/ FRRAVEWS'SURBGL DWKH ©OOYOYHY RIRZKLFK DUH UHPX
WKH UHPXQHUDWLRQ SROLF\ RI %DQNLQWHU *URXS LQ JHQHWUOSBNYLREY BNLRAWH BHP REIRUIDIM XKW RO FKDLU UHFHLYH
IRU 'LUHFWRUV LQ RUGHU WR NHHS WKHP DOLJQHG zZLWK WKHRRGFHWUWWLRQ R WMKRHY W e XwWiik H W KIpQ PkEBER0RFH ZLWK
WKH VWUDWHJLF REMHEWLYHV Rl WKH *URXS DQG UHJX0ODWRRY QRRxHIHPHOMW W GKUHFWRMY G LDULHY IRUPDOO\
DGKHUH WR WKH *URXS V UHPXQHUDWLRQ SROLF\ ZKLFK UREXLFHM peH;BREDDPHRMG RIHBKBHY SWPEYW IFH w R1 WKH &

ZKLFK LMW DYDLODEOHRQ: WKH FRUSRUYDWH ZHEVLWH

7TKELUHEWRUY SHPXQHPRMIKR QVSBISRUMDEOH RQ WKH FRPSDQ

7KH FXUUHQW FRPSRVLWLRQ RI WKH ERDUG RI GLUHFWRUV bQERIGHYVWHRP b RQWWHHOXPOPERXNRWQTPRS® WRHVKH FKDLU IR
FRUSRUDWH ZHEVLWH

5HPXQHUDWLRQ DFFUXHG E\ PHPEHUV RI WKH ERDUG RI GLUhFWRLV IRUWKHEUWXSHUYEVRUY DQG

FROOHFWLYH GHFLVLRQ PDNLQJ GXWLHV FRQVLVWYV RI DQ Q% WQPW%RL?WLQBHSVRQBM W(&)ﬁ@lﬁ FWRUV PDN

YDULDEOH FRPSRQHQWY 7KLV DPRXQW LV QRW VXEMHFW W KLHYHPHQ REMHFWLYHV RU OLQNHG

WR SHUIRUPDQFH LQ FRPSOLDQFH ZLWK FRUSRUDWH JRYHUQDQFH HFRPPHQGDWLRQV
[t|HG UHPZ(IQU—FLKD\YSIMRL%DULO\ UHIOHFWV SURIHVYV

7RWDO UHPXQHUDWLRQ UHFHLYHG LQGLYLGXDOO\ PD\ EH VDWLVUM\QSg LDLQ)VL\B (%JW}EWF? RV DMK YeYe
WKUHH IROORZLQJ UHPXQHUDWLRQ LWHPV DOO RI ZKLFK DUH LQFOXGH LQ WKH ,QVWLWXWLRQIV E\ ODZ oG

WKH UXOHV DQG UHJXODWLRQV RI WKH ERDUG RI GLUHFWRUV L MQQLXEDEJOI-L[HEBPBI@RBU@WHRIHFWNEW&WWD$QRDEOH DQG UL
WKH ERDUG RI GLUHFWRUV DQG FKDLULQJ LWV FRPPLWWHHYV LL DREOREDDREEYV WRHUHDAVWW R Y E RQJIRP HMHDWIXHIWRURXIK WKH
WKH ERDUG DQG LWV FRPPLWWHHY DQG LLL GHOLYHU\ RI VKDUHRXSY KDUW URSWHIR & 6 RNIQYHPXQHUDWLRQ

LQGH[HG WR WKH VKDUH SULFH J)L[HG UHPXQHUDWLRQ
SV LQ UHFHQW \HDUV WKH UHPXQHUDWLRQ IRU ILQDQFLDG, [HRBUY i pxBRGHWRESXEHYy WK XV W K& DvLF HoHPHQW
LV LQ HVVHQFH OLQNHG WR WKH FRQWHQW RI WKH SRVLWL

GHJUHH RI UHVSRQVLELOLW\ RI WKH SRVLWLRQ KHOG DV Z
HGXFDWLRQ RI WKH SHUVRQ KROGLQJ WKH SRVLWLRQ
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,Q DGGLWLRQ WR WKH UHPXQHUDWLRQ DFFUXHG IRU PHPEHUVKLS$@0 WHHQ ERQ WG (R IHB BOREMHRW D UH[ IDFX\MVYH G DQQXDOO
GLUHFWRUV UHFHLYH DQQXDO UHPXQHUDWLRQ LQFOXGLQJ D ILWKE FRPBS®@ GHY WX URMV WIKHIML RHJ HFXDVG YR WKH SURFH\
GXWLHV ZLWKLQ WKH IUDPHZRUN RI WKH PDQDJHPHQW DJUHHPHQWY WKDW ELQG WKHP WR WKH

,QVWLWXWLRQ

7KH PD[LPXP OLPLW IRU JOREDO IL[HG UHPXQHUDWLRQ IRU H[REN HHL{;@Ng\@%&fﬂg%@DmUL&@ggﬁ%@NfﬁfSOHPHQWDU

FDQ EH VHHQ LQ MEMEWRUNHENEXIOH ZEWARQ V3RMDAODEORFREWREY  VHOL VR RO MW Dh OH G &

T T S e Ly e e e B &8 P LONFWRUV RQO\ WKH FKLHI H[HFXWLYH RDN FGHHWSDOWGFL
LLUHEWRUY SHPXQHUDWLRQ 5HSRUW

JLIHG UHPXQHUDWLRQ IRU WKH UHVW RI HPSOR\HHV LV HVWQAEDOQLNLK&\EHVMIDVNLS%JQ'V?}QIS eﬁﬁﬁéQV{\YVBHGII?I?8ﬁéL9F%QWULEXW

DVSHFWYV WDNHQ RXW D XQLW OLQNHG JURXS LQVXUDQFH SROLF\ DQ
&ROOHFWLYH EDUJDLQWEH DIDNGNMRARHBROOHFWLYH EDUSBODQREQJFBYBHHHRHQWHWLUHPHQW GHDWK DQG GLVDELOLW
IRUHVHHY D PLQLPXP DQQXDO VDODU\ EDVHG RQ DPR®R RPLKHHQWYHEG R \Q RMKHHYVRS ORAMHKM WLPH RI WHUPLQDWLR
MRE FDWHJRU\ DQG OHQJWK RI VHUYLFH &RPSDQ\ EXW RQO\ ZKHQ RQH RI WKH DIRUHPHQWLRQHG FF

7KLY UHPXQHUDWLR WDNHV SUHFHGHQW RYHU WKH 6hv¥§mall?_8bF\/P}glgPﬂHg6P|QWLL8LQQVJRSV%)DQNLQWHU vV VHQL
Q Q Q

DQ\ WLPH 7KHUHIRUH LI E\ YLUWXH RI WKH FROOHKWMLYHKEDW JIDQ\WDQO VDD QHHPHDVD O FRQWULEXWLRQ ZKLFK |
HPSOR\HH LV HQWLWOHG WR UHPXQHUDWLRQ DERYHIRWKD®O VEHWQ HRI X AL D QL WMWK HD QG VIVQ VD)XQW XP@ VFRQWULEXWLRQ
UHPXQHUDWLRQ IUDPHZRUN WKH UHPXQHUDWLRQ HMVWWDKH L\DK MG D DQF RAQKWMU LEDXWIIDR@ L @K LFK YDULHV LQ DFFRU
DJUHHPHQW ZLOO WDNH SULRULW\ DQG IXQFWLRQDO VFRSH $ GHVFULSWLRQ RI WKLV V\VW]

"RE HYDOXBWORQQWHU v RUIDQLVDWLRODO vwuxrFwxUH §8BYPIWRSQHE MRYE RVRRBRATREQ WKH FRUSRUDWH Zt
VIVWHP FRPSULVH D VLJQLILFDQW SLOODU LQ WKH 9H\VWD E O HVKPHQW! (RIWLGWHUQDO VDODU\

EHQFKPDUNV 2EMHFWLYHYVY DQG SULQFLSOHYV

RE HYDOXDWLRQ LV D EDVLF FRPSRQHQW LQ DFKLHYLOJ HIXLW D F PV
VDODU\ 7KLV SURFHVV LV FDUULHG RXW IROORZLQJI7I§%§EE%$$66 %g@;?%\'/%ﬁglr\%%éj B&\%%TJQCI;JgI\_NGLRDQQIC_;VHVIVIT-l
SRVLWLRQ WR SODFH HDFK SRVLWLRQ LQ D FRPSUHKH v HUno g %QS A ?Eb&éRVAV LY HOFRXUDIH LOBLYLGX

O B S A e SV X)) SRR SRR B0 e sommy

’Qss
'KHWKHU DQ HPSOR\HH LV VLWXDWHG LQ RQH SODFH RU DQ H K HYDOX D Q

PDLQO\ GXH WR WKH UHVSRQVLELOLW\ DWWDFKHG WR WKH % 6_ g '-??9 %/% 3)\@\'/ i ¥ \7)\</é(vo\/\\//VVRILVV\\I/|\(/H
WKH EDVLV RI WKH SURIHVVLRQDO TXDOLILFDWLRQ WKH UHY i X Wi ‘QH HP k& RS TALTRN
PDQDJHG DQG WKH MRE SRVLWLRQ V UHODWLYH FROQWULEX RO-Wk Pl UQxé%?/{?/ R? g%rbl\’/N

REMHFWLYHV 0

3HUIRUPDQFH DVWMKNWYHOWD V\VWHPDWLFE SURFHVV RI GH@%@&%@&L%E H UHPXQHUDWLRQ GRHV QRW OLPLW
HPSOR\HHV SHUIRUP WKHLU WDVNV DQG DVVXPH WKH UHVS W LEHVEW W WBREKWE QWRP YR H LU

SRVLWLRQV *LYHQ WKDW JXDUDQWHHG YDULDEOH UHPXQHUDWLRQ
7KH PDLQ DLPV Rl SHUIRUPDQFH DVVHVVPHQW DUH WR L LE%D%O%WPW%HQ%M}&W\gELQHSOH RI UHZDUGLQJ
SHRSOH LQVRIDU DV LW KHOSV GHWHFW VNLOOV SRWHQW!/ \D%le b B 813\’ SR HHBWLRQ jRxPRV
PRWLYDWH HPSOR\HHV LQVRIDU DV LW UHFRJQLVHV DQG A HZ&XDLBO HHHIE WRRQBHE OH UHPXQHUDWLRQ LV H[FHSWLR
3HUIRUPDQFH DVVHVVPHQW LV D NH\ DVSHFW LQ GHILQLQJ %?KY&%%I %5§§JHQD\&\§§{@§%@%§%§@:DV D VRXQG DQG
RQ MRE HYDOXDWLRQ WKH WUDMHFWRU\ WKDW DQ HPSOR\WMRB ¥BH IROOK2HPEHB! A

FKDQJLQJ SRVLWLRQ RU VDODU\ EDQG
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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 FRPSRQHQWYV LV VFDOHG RYHU

D SHULRG RI WLPH WKDW FRQVLGHUV WKH %DQN V XQGHUO\LQJ HFRQRPLF F\FOH DQG EXVLQHVV
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 EUHDFKHV 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
LQGLYLGXDOiIV WRWDO UHPXQHUDWLRQ

+RZHYHU %DQNLQWHUIV DQQXDO JHQHUDO PHHWLQJ FDQ DSSURYH D KLJKHU YDULDEOH
FRPSRQHQW WKDQ WKLV SURYLGHG WKDW LW GRHV QRW H[FHHG R1 WKH IL[HG
FRPSRQHQW

JLIOODU  'LVFORVXUHV 5HSRUW
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W VKRXOG EH QRWHG WKDW YDULDEOH UHPXQHUDWLRQ IRWDWKHWFGCHQWILILHE | VVWDIIDIEW FG HWHUPH QH G LRV

DSSO\LQJ YHU\ GHPDQGLQJ LQGLFDWRUYV 7KHVH DUH IXOO\ q%%g/iw%iG ZL R %MB&LQOFEKH%&WVSHFLILF :

DUH HVVHQWLDO IRU WKH VXVWDLQDELOLW\ RI WKH EDQN L U?HW U WKH YDULDEOH UHPXQHUDWLRQ DZDUGH(
7R GR WKLV WKH FDOFXODWLRQ RI YDULDEOH UHPXQHUDWLRROWLRBDWL HIBV RXMO OQ DWVK WHKH SFSKIDWHM-WHULVWLFV RI WKH

JLUVW SKOOHOPHQW RI WKH DQQXDO DQG PXOWL \HDU M}JDF‘.FJmQNFUJIBWLDRR/HIVQ/I-?gFﬁDWGQE% %/\hgvl-’( WKH 5$) LQGLFDWRU!

LQGLFDWRUY HVWDEOLVKHG IRU HDFK FDVH 7KH GHJUHH RI DFKLHYHPHQW RI WKH REMHFWLYHV WR ZKLF
Q Q
6HFRQG SKMMWHDEOH UHPXQHUDWLRQ FDOFXODWHG EDX@ g e L%SR/Y-H: ARG D DQG DSSOLFDEOH WR

IPIX (
PHWULFV WKDW DGHTXDWHO\ UHIOHFW WKH PRVW VLJQLI LBJL\yKIL\Fq_glngDGFLFQUJX&Q ULVNYV

7TKHVH LQGLFDWRUV FDQ UHGXFH WKH DFFUXHG YDULDEOHéKIEJH Plgﬁé)g&\kﬁ%wmg% TP?@%/I\@}\\//\Y/W ZKLFK WKH YDULD

LQFUHDVH LW

6LQFH LQ UHVSRQVH WR LQYHVWRU %QGNYWWMUKRDG Wb e b o RY RQFEOH UHPXQHUDWLRQ LV VXEMHEW WR WKH IR
QHZ LQGLFDWRUPMRVXWUEBRMV RQ WKH GHFDUERQLVDWLRQ RI_WKH HFRQRP\

WKURXJK WKH ILQDQFLQJ HIWHQGHG E\ WKH %DQN WR LWV FXVWRPHUV mO\Lgé%JOWWWBWW%( Y‘W&\MLR DEEUXHG LV V.
DQG DSSURYDO FULWHULD DV LW DSSOLHV WR WKH UHVW RI_LWYV LOGLFD % Q '
3D\PHQW LQ VKDUH

7KHUHIRUH WR DGMXVW WKH YDULDEOH UHPXQHUDWLRQ DFFU@(H%\E& W%g g@ DL %
LQGLFDWRUV DV LQ WKH SUHYLRXV \HDU WZR RI ZKLFK DUH IR# H§ R| HQ1 3} %ﬁ%% % \%5&3?%)0960%55@ B i
REMHFWIQDHQFHG HPLVVLRQV DQG WKH FXVWRPHU 136

R |
(DFK LQGLFDWRU KDV D GHILQHG REMHFWLYH WROHUDQFH DQG OLPLW WKDW DL’IJI-HLLLY@ \?\é\égﬁ\%gg @ngtggh%gg ﬁ(\%\e’k G%gtlyl-

GLUHFWRUV DW WKH SURSRVDO RI WKH ULVN DQG FRPSOLDQFH FRPPLWWHH (IPEK PR Y
TXDUWHUO\ VR WKHUH DUH IRXU PHDVXUHPHQWYV SHU \HDU_IRU HDFK IQGI EDWRIU_1RQ FRPSOILDQFH 71 WK
WKH WROHUDQFH DQG OLPLW OHYHOV ZLOO UHVXOW LQ D SH%DO EHLQJ DSSOLIB8VW R GIMRY WHEMMH G YDU
UHPXQHUDWLRQ DQG PD\ HYHQ DGMXVW LW WR JHUR Wik DOXV DQG UHWXUQ FODZEDFN FODXV

6HFWLRQ LRUHWWR Y _SHPXOHGBGHWERQEAMSRHEKW 5%$) LQGLFDWR

U
DVVRFLDWHG ZLWK DGMXVWPHQW Rl WKH YDULDEOH UHPXQHQDWLIFRY & Q KHE- W /DZ RI -XQH RQ WKH UHJXODW
FUHGLW LQVWLWXWLRQV WKH YDULDEOH UHPXQHUDWLRQ R

7KLUG SKCDMAH.DEOH UHPXQHUDWLRQ LV DGMXVWHG E\ WKHFTR(GHALH [E#WH/\&\&QGMWFMFW\FF@@\H LQFOXGLQJ WKH GHIHUU}
WKDW WKH ERDUG RQ WKH UHFRPPHQGDWLRQ RI WKH ULYNyRQE FRESP 4 QK HF RRIKFOLYEW HAH WakH WikGIHM. QDQFLDO VLWXD

DW DQ\ JLYHQ WLPH ZLWK D YLHZ WR FUHDWLQJ ORQJ WML MHGXH QP @R HH @M ¥ P QI Wik BRQNOMWY RI WKH LQVvwL
GHYHORSPHQW LQ WKH FRPLQJ \HDUV LV VXVWDLQDEOHRBY¥HYQWEPH DQG DOLJQHG ZLWK WKH
F U

H
LQWHUHVWYV Rl VKDUHKROGHUYV
7KH PDOXV RU FODZEDFN FODXVHV DUH H[SOLFLW H[ SRVW U
7KHVH WKUHH VWDJHV DSSO\ WR ERWK DQQXDO YDULDEOH UHRXRKUPNOLNRQWRG B @AWt DK MDUHPE@HUDWLRQ RI WKH P
UHPXQHUDWLRQ 7KH VHFRQG DQG WKLUG VWDJHV LQYROYH HBQWH P /VUDHRVRY UHSD\PHQW SROLF\ DQG D SURFHG)

7KH GHVLJQ RI WKH YDULDEOH UHPXQHUDWLRQ V\VWHP F)@(Pd(\VHU\HP§§8éE/D§\R2H %’rﬁ‘Q‘N\S WEH QWHIGBG VWDIL ZKLFEK Gt
FRPPLWPHQW WR ORQJ WHUP VXVWDLQDELOLW\ LQ DOO DU v Rlo R MRQE XFW R U

XVH RI UREXVW ORQJ ODVWLQJ LQGLFDWRUYV FRQWUROOHGDB %HVH&HLH' ?:BQ/\')%@VE’H WVD%IQQR/\HJM’CK%@%H%‘CBP& XQLwW

H[WHUQDO DXGLWRUV LILFDQW GHFOLQH %DQNLQWHU DQG RU WKH E
PHPEHU ZRUNV FRPPLWV D PDWHULDO ULVN PDQDJHPHQW ID

R S T Vs ) \SHDUW
DGMXVWHG E\ WKH ULVN DSSHWLSH LQDRRDRRNVKBIOH AAEHGE VIR YT WX D HURWE RQWAH YD

LDEOH
HVY DUH DSSO

Q
Vv
P

4
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UHJXODWRU\ RU HFRQRPLF FDSLWDO EDVH RI WKH EXVLQHVV X@DW VRUW®D AWQLNLH WG UR U DWHUR QDRMR W KH UHPXQHUD

VDQFWLRQV WR ZKLFK WKH FRQGXFW Rl WKH ,GHQWLILHG 6WDI| PHPEHU KDV FROWULEXWHG
7KH WDEOHV EHORZ 5(0 5(0 5(0 5(0 DQG 5(0 FRQWD

$V LQ WKH SUHYLRXV \HDU LQ WKH FDVH RI VKDUHV FRUUHYSRQEHQE WY R Q¥ BRODEO HQUHABRHGETYHR QLWR BUWLFOH R
\HDUV SULRU WR WKH RULJLQDO JURVV QXPEHU RI VKDUHV WR ERIGQHLQLG(PEUI&G5QHM@N WR])E@!DW\Q_M{)QVV(IQ-IGJ_R
LQ WKH PDQQHU DSSURYHG E\ %¥DQNLQWHU V ERDUG RI GLUHEWRUYV LQ RU HU WR PLW RQ
WKH VKDUH SULFH RI WKH VWRFN PDUNHW IORDWDWLRQ RI FoMD-BQ $P 9\V‘4¥J>‘(‘(PD&W@&)' %K§ka§\w%w:y \WRQDO DFWLYL
WKH GHOLYHU\ RI VKDUHV IRU HDFK VKDUH SHQGLQJ GHOYNHHRILOH RI WKH LQVWLWXWLRQ LGHQWLILHG VWDII 5

,Q DFFRUGDQFH ZLWK UHJXODWLRQV WKH HQWLW\ EHQHILWY IURP WKH HI[FHSWLE D E F G
GHIHUUDO DQG SD\PHQW LQ VKDUHV UHTXLUHPHQWY WR PH}F
DQQXDO YDULDEOH UHPXQHUDWLRQ GRHV QRW H[FHHG H 2YHUVLIRNGDJ
WKDQ RQH WKLUG RI WKHLU WRWDO DQQXDO UHPXQHUDWLRQ IXQF
EHQHILW IURP WKLV H[FHSWLRQ 7KH WRWDO DJJUHJDWHG U
WKRXVDQG HXURV FRPSULVLQJ WKRXVDQG HXURV TT+xpuDQWHHG YDULDEOH UHPX®HIBWLRQ JUDQWH
WKRXVDQG HXURV LQ YDULDEOH UHPXQHUDWLRQ *XDUDQWHHG YDULDEOH UHPXQHUDWLRQ JUDQWHG RI
LGHQWLILHG VWDII PHPEHUV
*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ JUDQWHG &
7KH FRPSHQVDWLRQ LI DQ\ SD\DEOH WR PHPEHUV RI WKH L—=/G¥R9O%B*OW 1| 7z, 00 EX EDVHG RO UHVXOWY
DFKLHYHG RYHU WLPH DQG VKDOO QRW UHZDUG SRRU SHUI J@%@@zﬂélﬂ MW@B&%@@&%@J&ﬁ%”ﬁW&B%W%QG
VKDOO EH VXEMHFW WR WKH SURYLVLRQV RI %DQNLQWHU * INSBNWQJH®R U DRRXQW X H EOSWBLOR GRERWIVF\ LQ IRUFH

IURP WLPH WR WLPH 6HYHUDQFH SD\PHQWV JUDQWHG LQ SUHYLRXV
SHULRGV DQG SDLG GXULQJ WKH \HDU

,Q JHQHUDO VHYHUDQFH SD\PHQWV LQFOXGLQJ SRVW FR( 'LWLRQ DJUHHPHQWYV
VKDOO EH FRQVLGHUHG YDULDEOH UHPXQHUDWLRQ IRU D' )68%WW @ SUXEWNRNEW WR WKH
UHPXQHUDWLRQ SROLF\ DSSOLFDEOH WR WKH PHPEHUV RI \ @H ¢ﬁh&$@@%@%§tﬁb&% lﬁf SBUWEEkobu IRU
WKH FDOFXODWLRQ RI WKH UDWLR RI WKH DSSOLFDWLRQ R V%WH%E&EWé’d‘(MQ&/V\J} VH*\éL:LQFé{JLﬂéngHIEU\l_R%vRILVLRLJV
LQ DFFRUGDQFH ZLWK WKH UXOHV LQ IRUFH DW D JLYHQ V PG 1SR WZ& W KVMMXE @408 WRKD Ol RRRKORL QJ WK H
DPRXQWVY RI VHYHUDQFH SD\PHQWV VKDOO QRW EH WDNHQ__OWR DEERXOW IRU WKH EFDOEXODWLIRQ RI WKH
UDWLR WKH DSSOLFDWLRQ RI WKH GHIHUUDO SURYLVLRQV 6HYHUDQFH SD\PHQWYV JUDQWHE G X pipd WKH WRBW FRPSO\
ZLWK WKH SURYLVLRQV RI %DQNLQWHU V UHPXQHUDWLRQ S

o]

@

BHYHUDQFH SD\P HQWV JUDQWHG GXULQJ WKH \HDU

,Q DQ\ FDVH WKHUH LV QR ULJKW WR UHFHLYH VHYHUDC HX*8 Lrb 'PARREHY M EDWIHG F HRREEDY PV R

RZQHUVKLS RI WKH (QWLW\ 6HYHUDQFH SD\PHQWYV JUDQWHG GXULQJ WKH \HDU ¢
DPRX

,Q WKH FDVH RI WKH 3UHVLGHQW DQG WKH RWKHU QRQ HJ

EHHQ HVWDEOLVKHG LQ WKH HYHQW RI WHUPLQDWLRQ IRU [—\BHBUg SDLC OXULQJ) WKH 1HDU
bb2l ZKLFK GHIHUUHG

7KH VHYHUDQFH SD\PHQWYV IRU H[HFXWLYH GLUHFWRUYV HVV BOLVKH® MQvyMUKHFRROWHOWWWDYE EQHBHIZLWK WKH

&RPSDQ\ DUH EDVHG RQ WKH UHODWLRQVKLS ZLWK WKH NN RS YLV DWW G RA BRIW P NB Q@ SRWRQ WA X K EHHTIQ
H[HFXWLYH RIILFHU DSSO\ 7KH\ RQO\ DSSO\ LQ FDVHV VL ; ;
6WDWXWH (VWDWXWR GH ORV 7UDEDMDGRUHV IRU RUGLQ IV pEoHAREW U ATTMARIV ARV H TV 0o VvR D

VHYHUDQFH OLPLW WKDW PD\ QRW XQGHU DQ\ FLUFXPVWDU B TIX0RY Lo WKRXVDOGY R
HPSOR\PHQW UHJXODWLRQV IRU DOO %DQNLQWHU VWDII

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 IRUPV

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 <]
(8 [ bb2l ZKLFK RWKHU LQVWUXPHQWYV <]
(8 \ bbbb2l ZKLFK GHIHUUHG

bb2l ZKLFK RWKHU IRUPV
bbbb2l ZKLFK GHIHUUHG

o ||| o | @
o | o | o
oo | o | o] @

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

(XURV PHDQLQJ Rl $UWLFOH L RI WKH &55

JURP P WR OHVV WKDQ

JURP P WR OHVV WKDQ

JURP P WR OHVV WKDQ

JURP P WR OHVV WKDQ

JURP P WR OHVV WKDQ

T| U| U| U| T| ©

JURP P WR OHVV WKDQ

,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 RWKHUbVHQLRU PDQDJHPHQW é é é é é

bb2l ZKLFK RWKHU LGHQWLILHG VWDII é

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 21 ZKLFK YHWHUIRUPDQFH DGR \ﬁ\MaI%WS\;R[I)VQV\?%XGHMW)\(ISV\II_IEH WLR@®QWHG LQ UHVSHFW

"HIHUUHG DQG UHWDLQHG UHPXQHBRQHRBOW L RYHMIDHW BB §XEVHTXBIRSOLHG LQ WK HE W Al G &R\IXH% UBRURMRSHUIRUPDQF H
LQ UHVSHFW RWEBHIDRXWH D UV GHIHUUHG 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\ A B B & & &

bb,Q FDVK B B B & & & &

bb6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWY & B B B &

bb(TXLW\ OLQNHG LOVWUXPHQWY RU HTXLYDOHQW QRQ FDVK

LQVWUXPHQWV 6 6 6 6 6 6

bb2WKHU LQVWUXPHQWV b B B B & & &

bb2WKHU IRUPV 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 IRUPV 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 IRUPV 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 IRUPV B & & & &

7RWDO DPRXQW &

JLIXUHV LQ WKRXVDQGV RI

JLIOODU  'LVFORVXUHV 5HSRUW
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WYDW| WKH)Yy PDWHULDO ,52V OLQNHG WR DUHDV VXFK DV F
FXVWRPHU UHODWLRQV DQG FRUSRUDWH JRYHUQDQFH DUH U

,Q WKH XSGDWH VRPH RI WKH SULQFLSOHYVY KDYH EHHQ L
Rl WKH WKUHH GLPHQVLRQV RI VXVWDLQDELOLW\ HQYLURQI
,QIRUPDWLRQ RQ WKH PDLQ (6* ULVNV WKH OLQHV RI DFWLRQ LQ HDFK RI WKHP DV ZHOO DV WKH L

$FFRUGLQJ WR $UWLFOH D RI '"HOHIJDWHG 5HIJXODWLRQ (8SODQV q_ KPWLL\B)W\MLR%%MV%D LY%LVF%F};{F{/)I&QLFDWLRQ FKDQQH

LQIRUPDWLRQ RQ HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFKIHUIR/OIVF\(BSEQVYNV WR XG HQWE MAVHLY DOKDQGPDNH XS %D(
WUDQVLWLRQDO ULVNV 7KH GHWDLOV RI WKH LQIRUPDWLRQ/VWR EHIQXEIONK KA BUQDWMWR R SQRWBEROM @MW VYWDQGD

5HIJXODWLRQ (8 Rl  1RYHPEHU 6XVWDLQDEOH 'HYHORSPHQW *RDOV DQG WKH 3DULV $JUHHP
VLIQDWRU\ WR DOOLDQFHV DQG VWDQGDUGV VXFK DV WKH
6XVWDLQDELOLW\ VWUDWHJ\ BULQFLSOHV WKH (TXDWRU 3ULQFLSOHV WKH 3ULQFLSOHV

1IDWLRQV (QYLURQPHQW 3URJUDPPH )LQDQFH ,QLWLDWLYH

2YHU WKH SDVW GHFDGH %DQNLQWHU *URXS KDV GHPRQYWWHWHGR PP L VWPHRQ WR VRWVYDHQWE WAL W\ DQG LWV LQWHJ
VXVWDLQDELOLW\ LQWHJUDWLQJ HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH (6* LWHULD LQWR LWV

(
FRUSRUDWH VWUDWHJ\ 7KH OLQHV RI DFWLRQ RI WKLV VWVYBDWNLRWHY VW\DQHOR

FU

cF RQBHYH Y X vMUidH Fot Q3 IRR\Y DQG H
SODQV VXFK DV 1RXJKWV DQG &URVVHV 30DQ HOHPHQWYWob@ LWV GHY RSPHQW DQG LPSOHPHQWDWLRQ 7]
DQG WKH '1$ 30DQ 7KHVH SODQV VHHN WR SURPRPWWRMLOD-VOD PP DYBVLQWEXRXYK ZKLFK LW LGHQWLILH

GHYHORSPHQW DOLJQLQJ ZLWK WKH FRUSRUDWH YDOXHVVYRYWDLQR Rl O LYW WXIHDA pL Q W H PWM LRI MdKtl SHUVSHFEWLYE
RULJLQDOLW\ 7KDQNV WR WKHVH LQLWLDWLYHV %DQNLQWWHKLM)RRELFR WP RHSKERBOWUHE XRRH Vo AN sSQW WY FWRES V FRL
WKH HQYLURQPHQW EXW DOVR IRVWHUV D SRVLWLYH LPSMMPNHKXKRKEHYEFLHW\ DQG HFRQRP\ RI WKH

FRXQWULHV ZKHUH LW RSHUDWHYV

7KH EDQN KDV EHHQ SXEOLVKLQJ VXVWDLQDELOLW\ UHSRU
FDOOHG QRQ ILQDQFLDO LQIRUPDWLRQ VWDWHPHQWYV VLQF 9\9\ ﬁ%;g%ﬂa W§£QW%§§§QW WKDWWV}\(':;H”
QRQ ILQDQFLDO LQIRUPDWLRQ DQG GLYHUVLW\ ,Q WKL RN

WUDQVSDUHQF\ DQG PRQLWRULQJ RI LWV SURJUHVYV LQ WKL

7KH 6SDQLVK &RPSDQLHV $FW DQG /DZ Rl "HFF

LQIRUPDWLRQ DQG GLYHUVLW\
,Q 0D\ WKH ERDUG Rl GLUHFWRUV DSSURYHG D QHZ XSGDWH WReWKY {URKS V 6XVWOLRRELOLWH s DUOLDPHQ\
3ROLF\ SURSRVHG E\ WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQW FRERYWWil HyRY Wikito B B B UtV VAo %Q 265 &R

L

IRU DGYLVLQJ DQG PDNLQJ UHFRPPHQGDWLRQV WR WKH ERDUG RQ BR¥MWMWMHMYY FRYHUHG E\ WKLV SROLF\ DV
ZHOO DV IRU HQVXULQJ WKDW QRQ ILQDQFLDO DQG GLYHUVLW\ LQIRUPDWLRQ LV PDGH SXEOLF

SSOHPHQWLQJ 'L

7KH 6XVWDLQDELOLW\ 3ROLF\ GHILQHV WKH IUDPHZRUN ZLWKLQ z&ﬂgs%ggﬁﬁ@“&@@;@v%% bé W HR U QW ﬁ/ @@(&@FLO ZLWK L

%DQNiIV YDOXHV & $JLOLW\ (QWKXVLDVP ,QWHJULW\ DQG 2ULILQGRPIMIAFUBQR WKH SULQFLSOHV R
UHVSRQVLEOH PDQDJHPHQW LQWR LWV DFWLYLWLHVY WR FUHDWH HFRQRPLF VRFLDO DQG HQYLURQPHQWDO
YDOXH 7KH UHFRPPHQGDWLRQV LQFOXGHG LQ WKH &RGH R

RPSDOLHY DSSURYHG E\ WKH &109
7KLV 3ROLF\ LV WKH PDLQ UHIHUHQFH IRU PDQDJLQJ WKH %DQNIV HQYLURQPHQWDO VRFLDO DQG

JRYHUQDQFH (6* DVSHFWV DQG FRYHUV WKH PDQDJHPHQW RI0DOOH, FRPRIGWMBMQW M & KDWPH WRINLOWHUW URXS KDV VLJIQ
WDNHV D FRPSUHKHQVLYH DSSURDFK WR HQVXULQJ WKH LGHQWLILRWWUR® W ORQPHQ DbAH WHOW LRIHW K H PRIXWGLQJ DPRQJ |
UHOHYDQW ,52V DOLJQLQJ ZLWK WKH UHTXLUHPHQWYV RI WKH &65 Q@G & KEHDWAR Q\R SIFRERXOW B RES B FV) WKKN (TXDWRU
GLUHFWLYH 5HVSRQVLEOH %DQNLQJ DQG WKH LQLWLDWLYH IRU WKI

W LURQPHQW 3URJUDPPH DQG 1HW =HUR %D?NLQJ $0C
(DFK RI WKH SULQFLSOHV HVWDEOLVKHG LQ WKH 6XVWDLQDELOLW\ 3ROLF\ GGUHVVHV LQ D FURVV FXWWL

PDQQHU WKH GLIIHUHQW VXE WRSLFV GHILQHG LQ WKH UHJXODNRDO \MLYPRIZWHKK UMK/ XD W X DRIDRMYHIYIVEH QWY 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$ 6 XVWDLQDELOLW)\ 30DQ LV PDGH XS RI  SLOODUYV

i$i LV IRU UHVSRQV,VE ORIFIXFWYRRQ 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

" LV IRU GLIIHUHGEWLZWORQSRVLWLRQV 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
FXVWRPHU UHODWLRQV SHRSOH PDQDJHPHQW VXVWDLQDEOH LQQRYDWLRQ DQG UHODWLRQV ZLWK

WKH ORFDO FRPPXQLW\

1 LV IRU VXVWDLQDEOH EXVLQHVV | @HFRNFHW DESEHFIMYLVK

UHODWHG WR %DQNLQWHU *URXS V EXVLQHVV IURP D VXVWDLQDEOH SHUVSHFWLYH LQFRUSRUDWLQJ
QHZ EXVLQHVV RSSRUWXQLWLHY WKDW DULVH IRU WKH %DQN DQG DOVR DGGUHVVHV (6* ULVNV
7KH VWUDWHJLF 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

6WUDWHJILF SLOODU $ ZKLFK FRUUHVSRGWYDWRHJILF SLOODU '

ZKLFK
5HVSRQVLEOH DFWLRQ 'LITHUHQWLDWLRQ

6WUDWHILF OLQHV 6WUDWHJLF OLQHYV

O &RUSRUDWH JRYHUQDQFH &XVWRPHU UHODWLRQV

O

(WKLFVY DQG WUDQVSDUHQF\ 3HRSOH PDQDJHPHQW

O +XPDQ ULJKWYV 6XVWDLQDEOH LQQRYDWLRQ

O 6XSSO\ FKDLQ

FRUUHHWSRINEWILWRSLOODU 1 ZKLFK F

6XVWDLQDEOH EXQLGBDWOLVK €1HJ
VRVWHQLEOHI

6WUDWHJILF OLQHYV
&OLPDWH FKDQJH ULVNV
1IDWXUDO FDSLWDO ULVNV

&\EHUVHFXULW\ ULVNYV

5HODWLRQVKLS ZLWK WKH ORFDO FRPPXQLW\

6XVWDLQDEOH ILQDQFH RSSRUW

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



'1$ 6XVWDLQDELOLW\ 30DQ

%DONLQ3LOODU 'LVFORVXUHV 5HSRUW



JXUWKHUPRUH %DQNLQWHU *URXS KDV XSGDWHG VRPH RI W

VXFK DV WKH 6XVWDLQDELOLW\ 3ROLF\ DQG WKH (6* 5LVN ,Q\
2YHU WKH ODVW IHZ ILQDQFLDO \HDUV %DQNLQWHU *URXS VWUHQIJWKHQHG LWV VXVWDLQDELOLW\ IXQFWLRQ

SURYLGLQJ LW ZLWK JUHDWHU UHVRXUFHV SODFLQJ LW XQGRUDGIGH VELR® FW X LMRBLUFKR XD O 66 H WHOPERO®H ROWRHKDV EI
&KDLUPDQ V 2I1ILFH Rl %DQNLQWHU *URXS DQG XQGHU WKHZRXNSHRWENLRQ GR Z RN WHODHMOH @ DVER. FIUW W DO VXVWDLQDEL
DSSRLQWPHQWY FRPPLWWHH 7KXV WKLV ERDUG FRPPLWWHIRWERQWY WKELWESWLROYV Rl UHYLHZLQJ WKH

6WUDWHJILF 6XVWDLQDELOLW)\ 30DQ PRQLWRULQJ WKH VWU m \Y; IRUPRDQF @
WKH *URXS V (6* LQGLFDWRUV PRQLWRULQJ WKH GLDORJXH’%}L% gggg%%@v%\%ﬁ%‘%%%ﬁéyg%&:ﬁWk/\viJHDU?NLVIVLKFHD
DOG HQVXULQJ WKH SXEOLF GLVVHPLODWLRQ Rl QRQ ILQDQFL 886G GL V ) P

0,
'LWK WKLV RUJDQLVDWLRQ %DQNLQWHU *URXS VHHNV WR U %%g%i%ﬁg%@%@%%wwgfgw F>\'/"Q'2?QFE"VDO<F
RI VXVWDLQDELOLW\ 6SHFLILFDOO\ WKH VXVWDLQDELOLW\, RQg BQEI ? DR LT3 ) eV LR F#dk&gwuwamf

REMHFWLYHV JDPH IRU VWXGHQWY DQG ZRUNVKRSV RQ ILQDQFLDO HGXFD)
S3URPRWH WKH LGHQWLILFDWLRQ HYDOXDWLRQ DQG FBDSWIKUQWH®DH KW X® DO IVRE LROFSRUHVX Q XWWHKWHUPRUH D JC
DULVLQJ IURP WKH VXVWDLQDEOH WUDQVLWLRQ LQ ERMIW WK H HD WKUIRBPHYRMDHOU NEERVPRHQBAWLRQ LQGLFDWR

GLPHQVLRQV $FFHVVLELOLW\ LQ FRUSRUDWH EXLOGLQJV KDV DOVR FRQW
/IHDG %DQNLQWHU *URXS WR WKH KLJKHVW OHYHO LQ VEKIH QX8WRIODER DY W XNAKDIDVG VKBV ‘CRRINGIIQAVEY 7H &XLGD S|

WKH (XURSHDQ 8QLRQ ,®3XVWDLQDEOH %RXQNQRAWHU KDV SODFHG D VWURQJ IRFXV |
(QVXUH FRPSOHWH DQG UDSLG DGDSWDWLRQ WR FX(8UHMWWHOE DI NAKIRKX I HY KB DOWDRLRFBEFRE QHZ SURGXFWV IRU
VXSHUYLVRU\ UHTXLUHPHQWYV DGYDQFH ORDQ DQG LQGLYLGXDOV HFR UHQRYDWLRQ OR

WULEXWLRQ DJUHHPHQWY IRU VXVWDLQDEOH PRELOLW\ I

GLV
7UDQVPLWWLQJ %DONLQWHU *URXSIV FRQWULEXWLRQG Wifp §ER GRODWERY B8 cLWNH QPEWRIYULQI DQG FRRUGLQD

LQWHUQDO DQG HIWHUQDO VWDNHKROGHUV
$ORQIJVLGH FRPPHUFLDO GHYHORSPHQWY %DQNLQWHU *UR

2Q WKH RFFDVLRQ RI WKH SXEOLFDWLRQ RI WKH &65' WKH:§HYBYR IR WoRL PQ%E\X‘,,D@XUB\;W QR DOLJIQ ZLWK WKH
6XVWDLQDELOLW\ 5HSRUWLQJ 6WDQGDUGV DQG WKH DVVRFLDWHG ()58 (XURSHDQ )LQDQFLDO

S5SHSRUWLQJ $GYLVRU\ *URXS JXLGHOLQHV %DQNLQWHU *URXWKEVUDUHDB RMWLY ZRRAREK KLREK®HIKWOQWWKH IXOILOPHC
DQDO\VLV LQ ZKLFK KDV EHHQ UHYLHZHG DQG XSGDWHEBRESBRUOPWH ERAKM SFREHVVORIDNVKLY UHGXFWLRQ LQ HPLVVL
H[HUFLVH LV GHWDLOHG LQ VHFWLRQ 'RXEOH ODWHULDOLWAVEGHBEWLWIR DQGPBVUH GHWRIOQW AIVNKIHR KGEBGWE LQ VHFWLR
JURXSLQJ DQG UHFODVVLILFDWLRQ PDWHULDO LPSDFW W H

EHHQ LGHQWLILHG LQ WKH DUHDV RI FOLPDWH FKDQJH (X%N(R'yﬁ Fé%éﬁg&ggﬁz%&?m% VB6YQ3V%I-I%§JVRLI§YP|HEVIID-I?:SVRSUXVEOII__gKg
FRQVXPHUV DQG HQG XVHUV (656 6 DQG JRYHUQDQFH * ,
LCROWLILHG Lo £9%8). uH B VR L WK WKH XOWLPDWH REMHFWL

%DVHG RQ WKH GHYHORSPHQW RI WKH GRXEOH PDWHULDOLW), DQD H,V, X.0O,G H H V,

%DONLQWHU KDV FDUULHG RXW DQ DOLJOPHQW RI WKH '1$ 30D0. Wkl § (}%D}@K‘ éérw\'ﬁg %guwggﬁﬁw\ﬁ%&wv VXVWDLQ
YroD W ARRS Y U RS

LOLWLDWLYHV VWDQGDUGLVLQJ PHWULFV VWUXFWXULQJ PRowuRrD’ R v ola YLGLQJ DGGLWLRQDO

PRQLWRULQJ RI WKH OLQHV RI ZRUN LQ WKH *URXSiV VXEVLALDDXGYV LW WK LQRMHZ RUKKMMKS WRKDWVWKRDEBQNQIY (QYLURQPE
WKH '1$ 30DQ UHVSRQG WR WKH PDWHULDO LVVXHV LGHQWLFHUGXQGIKBUDWKRUBHD P HWRKREZRORJ\DQG WKH FRUSRUDWH F

6RPH Rl WKH PDLQ PLOHVWRQHV DFKLHYHG LQ Lo vxvwBMRRON YHYEEHEHER L RF WAHC DR U G R K62

OLQHV RI WKH '"1$ 30DQ DUH VHW RXW EHORZ

,Q WKH DUWNBRQVLEOHD$FWHRRULEHG DERYH %DQNLQWHU *GRXN KOW HFW YUY KHEWDAW DDEQ OLW\ PDQDJHPHQW ZDV RQFH DJ

XSGDWH RI WKH GRXEOH PDWHULDOLW\ DQDO\VLV LQ DFFRHOGWQBKLDOIWKO WKH LFX WWKHHQ WD V& VWKE/WRIDLEG R MOL W\ LQGLFF

UHSRUWLQJ UHTXLUHPHQWYV y76( *RRG OHDQZKLOH VXVWDLQDELOLW\ UDWLQJ DJHQFLH\
XSJUDGHG %DQNLQWHU V UDWLQJ ZLWK UHVSHFW WR
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(QYLURQPHQWDO ULVN 7KH SROLF\ LV SXEOLF RQ WKH XVXDO FRPPXQLFDWLRQ FKDC
&RUSRUDWH :HEVLWH DQG RQ WKH %DQN V ,OQOWUDQHW

7KH GRFXPHQW ZDV ODVW XSGDWHG LQ 7KLV SROLF\ L'

%DQNLQWHU UHPDLQV ILUPO\ FRPPLWWHG WR HQYLURQPHORPESEWDBBFHPHIPF LKL QY pNK B JQ R&P Wiky! HITHFWV RI LWV D
FKDOOHQJH DQG UHVSRQVLELOLW\ RI RSHUDWLQJ LQ WKHZPRVRACRBWHERYWBHON D BIIXQURWERRY ¥iblo iy WKH &OLPDWH
WDNLQJ WKH QHFHVVDU\ PHDVXUHV WR PLWLJDWH LWV GLUHPW BBB IIFEXPPMN RS LAWWHE B U#Pg‘v'l_% PHRRMDDTEC WR W
LPSDFW LQ OLQH ZLWK WKH SUHFDXWLRQDU\ SULQFLSOHV 'PRRyvkEQPREED B TNV BHWR | RR&H PRIV Aoy BWH LQFRUS|
FOLPDWH DQG HQYLURQPHQWDO ULVNV WKURXJKRXW %DQ Y¥ip FRHYd ORI @ HHR RUPHERVWERWRUY DQG ZKLE
%DQNLQWHU V RZQ GLUHFW ULVN WKH %DQN SUHPLVHV zKBBROIW® I bYWYrRIQY - UARYRH GHEOWKHP HEEERR FRXVWDLQDEOE
ULVNV GHULYLQJ IURP LWV ILQDQFLDO DFWLYLW\ ,w PDQDJHY DO RWIWEKKDRIFL\ARRRS BPYKRYYDOQFH zZLWK WKH

SULQFLSOHV RI SUHYHQWLRQ DQG LQYROYLQJ DOO VWDNHKRQRGFHHMW WDLQDEOH %XVLQHVV SLOODU RI WKH '1$ 6XVWDLC(

7K 6XVWDLQDELIOL W\KBRPREQ UHIHUHQFH IRU PDQDJLQJ WKH %DHORA YD SR YK MR WR MY DY LQFOXGHG LQ D JHQHU
DQG JRYHUQDQFH (6* DVSHFWV DQG FRYHUV WKH PDQDJHPRBYPRI BHYW s Ry | WK wP RN b vHEOWHBERFHQWDO TRRWSUL
7KLV SROLF\ WDNHV D FRPSUHKHQVLYH DSSURDFK WR HQVXHULJ}WRQF HE M LPL%WL%%%%@@@QB%HE% WRRWSULQW FD
Rl WKH PRVW UHOHYDQW ,52V DOLJQLQJ ZLWK VXE WRSKE WHRW W &636 LYdid Wy R YLURQPHQWDO LPSDFWYV JHQ
RXWOLQHG LQ WKLV GLUHFWLYH (DFK RI WKH SULQFLSOHNVHRY®W®ES BA&G & RQDVWRKLOE S vwDLQDELOLWY 3ROLF\
DGGUHVVHV LQ D FURVV FXWWLQJ PDQQHU WKH GLIIHUHGQW DO WIRE: o B¢ ILQHG LQ WKH UHJIXODWRU\
IUDPHZRUN WKXV JXDUDQWHHLQJ WKDW WKH PDWHULDO ,52V OLQNHG WR DUHDV VXFK DV FOLPDWH FKDQJH
SHRSOH PDQDJHPHQW FXVWRPHU UHODWLRQV DQG FRUSRUDWRQXRYHUQD QKR WNHRWHYOY FMWYW RIRREKLHPLWY DQG DSSF
%DQN V VWUDWHJILF JXLGHOLQHV ORUH LQIRUPDWLRQ RQ WKRQNIRAEE\UDP GUIRVNLR® G ARV 4 RWLROSRQVHEIWR WKH UHTXL
*URXS V &RPPLWPHOW WR 6XVWDLQDELOLW\ (6* ULVN PDQDJHPHQW 7KLV SODQ FRYHUV WKH NH\ FRQW}
JXLGHOLQHV QDPHO\ VWUDWHJILF REMHFWLYHV TXDQWLW
%DQNLQWHU DOVR KDV D FRPSOHPHQWDU\ SROLF\ VSHFLILFESHP HRFWN WE RRDAVWE B WAHIQRDBRBHRBIBRIHPHQW VWUDWHJ\
HQYLURQPHQWDO DQG FOLPDWH LVVXHV WKH (QYLURQPHQWER® ® QG HReDPPW Ho &R QU HLZOWKH LKL WBBRLFHY DVVRFLDW

DLPV WR HVWDEOLVK WKH IUDPHZRUN IRU WKH *URXS V DF\WLRQoWRD AR WMW P Y oRip W W 0VRYR & RRFPHAM B DOG WKH LQ
FOLPDWH FKDQJH LQ DOO LWV DFWLYLWLHY DQG FRQVWLWXWHV WKH UHIHUHQFH IUDPHZRUN IRU HVWDEOLVKLQ]J

LPSURYHPHQW REMHFWLYHV 7KLV 3ROLF\ DGGUHVVHV WKHWPDQDJIHPHQW Rl WWKRH ‘P LUDWHULD G I, 52 W

LGHQWLILHG LQ WKH (656 ( WRSLFV LQFOXGLQJ FOLPDWH E))élg(?l\‘]t'QF\)A}'MVL}{Q/WéIB\% QPF%Q&IQC?VYBW&WFPYX%%%QDQ 8QLRQ

DV HQHUJ\ PDQDJHPHQW $JUHHPHQW 7KH ,QVWLWXWLRQ LV D VLIJQDWRU\ WR WKH PLC
ORQLWRULQJ DQG FRQWURO RI WKH (QYLURQPHQWDO DQG & XNIDH QIKDLGQIHWI R 8 KFK FIRWYU WHME RDAOWWRR 3ULQFLSOHV WKH

WKH 8QLWHG 1DWLRQV (QYLURQPHOW 3URJUDPPH 81(3 ), T
7KH VXVWDLQDELOLW\ FRPPLWWHH ZKLFK LV UHVSRQY, RU-SYREBWHWAL DR V¥ e U RUMR A VWDEOLVKHG WR F
WKH LPSOHPHQWDWLRQ RI WKLV 3ROLF\ PXVW UHSRUW R WWVWRP QRZE %W Ry WIKH VX W B EROBWE DRCGROQ % DONLC
DSSRLQWPHQWV FRPPLWWHH RlI WKH ERDUG Rl GLUHFWRUYrpGPDS IRU LWV FRUSRUDWH EXVLQHVV DQG PRUWJIDJH ER

7KH 6XVWDLQDELOLW\ GLYLVLRQ ZKLFK LV UHVSRQWRONWLRQV ARRDBEHJEWPYIZWRA DY WISKIGYKILF WDUJHWV IRU
GHILQHG LQ WKH (QYLURQPHQW DQG &OLPDWH &KDQJH 6WUDPWERQLYVIDAHARQ AW WEHI U KHE Wi RiQy

YHULI\LQJ WKH OHYHO RI FRPSOLDQFH ZLWK WKH HVWDEQLYKHEx sRPOVY PAEWbEHPM RNk Y WRHRYHRMHEWRUY WKDW
LPSURYHPHQW DFFRUGLQJ WR LQWHUQDWLRQDOO\ UHFRJ\Q\\_/WVW@M@\ODWLJ@(J[)%LVR@MHéXEQWOE_@I—g\bDFH IRU W
DQG WKH SURSRVDO IRU DGRSWLQJ LQVWUXPHQWYV WR LP$QHERHOW, WKbM SBB8EFWUDQVDFWLRQ DQG GLDORJXH KDV EF
,Q SUHSDULQJ WKLV SROLF\ %DQNLQWHU KDV WDNHQ LQW R IH XK AV W KHP S\URML QY ROKWLRK LWURR@WVIGHBEG LQ SURSRY
6SDQLVK OHJLVODWLRQ DQG RWKHU LQWHUQDWLRQDO VWDYFIYGHISRYXWH |Zd POxBH SWRY BHYYLYEHD\ UHGXFHG LQ DFFRL
,QWHUQDWLRQDO 6WDQGDUG IRU (QYLURQPHQWDO 0DQDJHEMH & He BN VW Kblg ERR NHD @5 YHFHWRUDO GHFDUERQLVDWLR
,QWHUQDWLRQDO 6WDQGDUG IRU *UHHQKRXVH *DVHV DY RRMHMW Ir XMERB BY Y HER MWINLQRIYPHRLE RS WKHLU EXVLQHVYV
UHSRUWLQJ VWDQGDUGY IRU WKH SUHSDUDWLRQ RI QRQ ILQDQFLDO UHSRUWYV
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,Q DGGLWLRQ WKH %DQN KDV GHILQHG VHFWRU VSHFLILF ILQD®FLQUY QIXOGHOLQHY ZLWK VRFLDO DQG
HQYLURQPHQWDO FULWHULD IRU FHUWDLQ VHFWRUV WKDW DUH ER VLGHUHG PRUH UHOHYD%L{LE GXH WR WKH

SRWHQWLDO VRFLDO RU HQYLURQPHQWDO LPSDFW LQFOXG \QPW@HJ MPR\W IS M ER bW XU BB Y \%B@EWLR('HFBb%DWH FKI

GHIHQFH VHFWRUV 7KHVH VHFWRUDO JXLGHOLQHV VSHFLILEDY&EYWR W PR YRR QG H[WUDFWLYH

VHFWRUV ZHUH XSGDWHG LQ %DQNLQWHU LV SURJUHV\LaYfd$y E R F SR LR R UER SHRRPALB S SR YHY WKH *URXS V 6
UHODWLRQ WR FRPSOLDQFH ZLWK GHFDUERQLVDWLRQ WD UM Q Q- WHIL WY KIE BR® ®Rls@R R D i HY EWREX VDO HQW
LQFRPSDWLEOH ZLWK HPLVVLRQV UHGXFWLRQ VHH "HFDUERQd ¥R WI-RIPDGWHED YWiREH YHkRWORQV 30DQ IRU SURGXFWYV WKD\

%DQNV KDYH D UHVSRQVLELOLW\ WR KHOS ILQDQFH WKH \/PUH\?\’/W\}VQF% WFYV%PU%\\/\A}-LQLS)%%M ﬁl’f'FEB#éE\RQé\YDW'-RQ SDWI
IDFLOLWDWRUV RI FUHGLW +RZHYHU WKLV WUDQVIRUPDWL SEPREHGP VDBYRY B AR RWAGHUT W BSW WKH UHVS|

LQFHQWLYHV DQG FHUWDLQWLHY UHJDUGLQJ WKH WHFKQRd)RUJ By RWE Y W&@WM’@"\?\/H)WK@R'%‘%Q\/Réh%%5%PﬁbWWHHV Wk

WKH ILQDQFLDO VHFWRU 7KHUHIRUH WKH *URXS V GHFDUER QMDWMRR ZHOLD LAR WG \D SIHSHRER KREBWV XERHP\P IVMW SIRIC
FRPSOLDQFH ZLWK WKH QDWLRQDO REMHFWLYHV VHW DV UHFRQRYW & t@vWRG Hy ¥ WY B WDk LAMMAMO L Q FOX G L QJ

ILNHZLVH ([FOXVLRQ &ULWHULD LQ ,QYHVWPHQW 'HFLVLRQV KDYH £HHQVYGHA kG BROWDHIDODREYDEWLBWELF\ HQVXULQJ
WKH REMHFWLYH RI VHWWLQJ OLPLWV DQG RU SUHYHQWLQJ LQYHVWHRHQWFLQ{HEWPRBQLHYV ZKRVH DFWLYLW\ LV

DVVRFLDWHG ZLWK TFRQWURYHUVLDO DFWLYLWLHVi VHH ODQDJHPHQW RI ODWHULDO ,52V LQ ,QYHVWPHQW
VHEWLRQ 6 ORQLWRULQJ RI WKH VXVWDLQDELOLW\ VWUDWHJ'

WKLV DUHD DQG HYDOXDWLRQ RI WKHLU GHJUHH RI F

o} (YDOXDWH HYHU\WKLQJ UHODWHG WR WKH VRFL
$V D ILQDQFLDO LQVWLWXWLRQ %DQNLQWHU UHFRJQLVHV LWV URQH sSbQvbBWLRHDID KR YHRP WMIH DPRIPRQ GAITROWNSHQG H
DQG IRFXVHV RQ VXSSRUWLQJ DQG IDFLOLWDWLQJ ILQDQFLQJ IRU WRV WKMWRPWN VD § & L ¥ RRFROUHMERQ GRPYRWWHH RU
6FRSH RI LWV FDUERQ IRRWSULQW ZKLFK DFFRXQWYV IRU PRUH WK} FLIREDOKH *"WRXBTFREALW MWVRQVRQH WKDW DSSURY
+RZHYHU 6FRSH DQG HPLVVLRQV DUH PRQLWRUHG XQGHU HOQV¥KHRGPDHAWMD OF PRV IHEHOWFRUGDQFH ZLWK WKH
VIVWHPVY DQG DQQXDO FDUERQ IRRWSULQW GHFODUDWLRQV DQG YH#XVWDMIDREQWOWLW) 3ROLF\

5HJDUGLQJ VFRSH  WKDW LV WKH HPLVVLRQV WKDW WKH %D®N 7KEDQEHY FRP B-VOWWERH W RPKIN VE ZIRWINVKDIYQ G LQWHJIUL
EHHQ GRQH RQ WKH GHVLJQ RI SURGXFWYV ZLWK (6* FULWHULDLWY KDWY iKW O R QF M\KW RIP WK W W@QIPKPHJD(U/\WWDQVILS\ME?@LF SHULR
SODQV 2QH RI WKH SLOODUV RI WKH %DQNIV 6XVWDLQDELOLW\ 30DQ LV VXVWDL gDEO xw.% PHG DW

SURPRWLQJ WKH ILQDQFLQJ RI DFWLYLWLHVY WKDW FROWULBXwWH R VN—'(PLQDCD\KIBIP Rb Qﬁﬁﬁﬁﬁ/ "ii*BW\'?FQ" Uy KW IXQFWLR
DGDSWDWLRQ ZKHWKHU IRU LQGLYLGXDOV RU OHJDO HQWLWL'%Q/G ¥ Wk i R SEVAR LS LRy WKLV DL
RI VXSSRUWLQJ FXVWRPHUV LQ WKHLU GHFDUERQLVDWLRQ VWHUEWHELR VVBFE’ %Q%Eﬁ'zﬁb\’\(:'bd\fz ULVN DS

EXVLQHVV PRGHOV 7KH DFWLRQV WDNHQ LQ WKLV UHJDUG '?JQJVMH\VéPQLHlF "d)\b\ EHIWDUHREIY o wkWKHgdULVN DQG FRP
%XVLOHVY VHEWLRO SUR WKH %DQN V ERDUG RI G YUHEWRUV DGYL

)LQDQFHG LQGLFDWRU ZKLFK PHDVXUHV WKH LPSDFW RQ
ILQDQFLQJ JUDQWHG E\ WKH %DQN WR LWV FXVWRPHUYV

IUDPHZRUN KHUHLQDIWHU 5%) )XUWKHUPRUH WKH ULVN
D UHFXUULQJ UHSRUW RQ WKH PDQDJHPHQW DQG FRQWUR
PRQWKO\ UHSRUW WKDW LQFOXGHV DOO PDWHULDO ULVNYV
DQG WKH HQYLURQPHQW LQ DGGLWLRQ WR PRQLWRULQ
VWDWHPHQW

8 TKHWHPXQHUDWLRQ FRP®BDWWHAWHU *URXS WKH YDULD
WKH SHUVRQQHO FDWHJRULHV ZKRVH DFWLYLWLHV KDYH
%DQNLQWHU LGHQWLILHG VWDII ZKLFK LQFOXGHV ERD
VSHFLILF 5%$) LQGLFDWRUV DV GHWHUPLQHG E\ WKH ERDL
FRPPLWWHH LQ OLQH ZLWK PHWULFV WKDW VXLWDEO\ UH
HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH ULVNV 7KH
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WKH ERDUG RI GLUHFWRUV WKH LQFRUSRUDWLRQ RI WKLV QHZ\5$

SDWKZD\ Rl HPLVVLRQV ILQDQFHG IRU WKH FRUSRUDWH ERRN WR DGMXVW W

UHPXQHUDWLRQ LOQ IRU WKH LGHQWLILHG JURXS LQPELANLEW WY N BRED

GLUHFWRUV $V ZLWK WKH RWKHU 5$) LQGLFDWRUV WKDW F¥bY R

LGHQWLILHG VWDII QRQ FRPSOLDQFH ZLWK WKH ULVN RE®dH U

DGMXVWPHQW RI WKH DFFUXHG YDULDEOH UHPXQHUDWLR X\ﬂ-c%\é'R\ﬁ
PRUH LQIRUPDWLRQ LQ VHFWLRQ $OLJQPHQW RI UHPX¥HHD

WDNHK

K

$ Y,

LFIDWHROWGHFDUERQLVDWLRQ
DEFUXHG YDULDEOH

LRY LWV VW VWP LQDELOLW\ VWUDWH!
L W¥MROHPX PR WREBYRRQPHQRWDO 1
LP LY WYPRYYHHYROW Q9 LRYROYHV D
L WHY LL\,QW&HB@V WKH DVSHFWV RI LW

QP IMRHQW VIVWHP IRU Wk
%DQNLQWHU V ERDUG RI GLUHFWRUV DJUHHG WR DSSURYH ERW JKW
FRPPLWWHHV RQ YHEUXD U\ IRU PRUH LQIRUPDWLRQ XSGDWHG LWV WKI

'LUHFWRU V 5HPXQHUDWLRQ ZKLFK LV DYDLODEOH RQ %DQl\ﬁ_%\(/\'l"I-@U RRF WiKsR BEWR\ Y HE ARRE XFW LQ WKH SUHYLRXV \|
()5%* ,* ODWHULDOLW\ $VVHVVPHQW ,Q WKLV ZD\ PDWH

6LQFH MRLQW FRPPLWWHHV EHWZHHQ WKH DIRUHPHQWVYRQXWOLBEREUG LMWR PPHSRVMHO KRHNHEEHRQ LGHQWLILHG
KHOG ZKHUH FRQVLGHUHG QHFHVVDU\

7KH SKDVHV IROORZHG ZHUH FRQWH[W DQDO\VLV GHILQLWL
7KH IROORZLQJ ERGLHV VKRXOG DOVR EH KLJKOLJKWHG ,52V DQG WKH DVVHVVPHQW Rl ERWK LPSDFW PDWHULDOLW\

6 5LVN FRPPLWWHHV $QDO\WHV DQG DSSURYHV ULVN W U4PDQMNLFOWRIQ K \BHIAR S RWHED @b & KHHBEBDQHY DQG UHSRUWYV LQ\
QHWZRUN WKDW VKRXOG FRQVLGHU FOLPDWH FKDQJH DV FRWMWIRDFAMWRE LG HD FKRWMAURRW DF MILNRGRXEOH PDWHULDOLW)

6 BHSRUWLQJ GLUHFWO\ WR WKH QRQ H[HFXWLYH FKDLUPPRRIHFER WrDYE RY ERWHZWPRF WKH PDWHULDO ,52V REW

) L F DQDO\VLV RI KDANV U
8 7KH VXVWDLQDELOLW\ FRPPLWWHH HQVXUHV FRPEY ﬁ’(é&ﬁQ%g/P%’U%ﬁ gé\wl’\%HNﬁ)ﬁ’:le—ﬁ/\

3ROLF\ DQG WKH GHYHORSPHQW RI VXFFHVVLYH 6X S%PN VN, DVV HIHUFLVH FRQGXFWHG WR UHVSRQ

GLVVHPLODWLRQ DQG VHHNLQJ WKH LQYROYHPHQ\$HQWUDC7TKHPDWLE, ZKLEK DQDOVVHY KRZ GLITHUHQW SUX

HVSHFLDOO\ VWUDWHJILF RQHV VWDII VKDUHKROGHRHDUNHW  OLTXLGLW RSHUDWLRQDO ~DQG UHSXWDWLRQDC
WUDOVIWLRE ‘DA'G" 'SK\VLFDO DFURMY H[BWIER XY W\ PHH[ SKROLLC

8 7KH 6XVWDLQDELOLW\ GLYLVLRQ ZKLFK LV WD VOH\VEDEDWIQ MQNHX QHOW WHFHNV EBRX S1V

RQJRLQJ OHDGHUVKLS LQ VXVWDLQDELOLW\ ZKLOH UHVSRQ J J UHJXO \

VXSHUYLVRU\ DQG FRPSHWLWLYH SUHVVXUHV W &Q@ngwwiyﬁ% WL'@OFFAIYQ%{JDO PHWKRGRORJ\ KD

VXVWDLQDELOLW\ LQ DUHDV WKDW DUH HVsHFLDooV TOVEBbYHE R §‘600\ GHSHQGHQW

RQ WKH 6XVWDLQDELOLW\ GLYLVLRQ DW WZR OHYHOV

6 $UHDV ZLWK H[FOXVLYH DQG LQGHSHQGHQM HWVYIRRWHEH POWH S DFPIBWMHRI FOLPDWH FKDQJH ULVNV ¢
ULVNV &65 DQG (6* PDQDJHPHQW LQ 3RUWXJIDOWKH HIIHFWV WKDW FOLPDWH FKDQJH FDQ KDYH RQ WKH GLII

6 ODQDJHUV LQ EXVLQHVV DUHDV LOQFOXGYRWHQWHPEORYVMHWY WV LW FDQ KDYH RQ LWV EXVLQHV)
WHUULWRULDO RUJDOLVDWLRQV ULCVNV WR EH PDWHULDO® EDVHG RQ WKH DVVHVVPHQW RI WK

6 2WKHU LQWHUQDO ERGLHV RU ZRUNLQJ JURXSV RQ VX\/gV@ﬂJ-LP(%ﬂVE"LéJLL\M{\'V DUH FRQVLGHUHG ULVN IDFWRUV 7KLV P
WKHPVHOYHV EXW WKH\ GR PDWHULDOLVH WKURXJK WKH U

U *UHHQ ERQG FRPPLWWHH DQDO\WVHV WKH SRWH@WMWLAQVXERRRQ VR Y SHFHHQ DYEXH Q FUHGLW PDUNHW RSHUD

FROODWHUDO DQG PRQLWRUV OLYH HPLVVLRQV
7KH\ DOVR LPSDFW WKH EXVLQHVV PRGHO RYHU WKH PHGLX

U 6XVWDLQDEOH /DEHOOLQJ 8QLW D QHZO\ FUHDW HEWHYWH WRDDOK K R WV K H Wo XE NWA\R IPXWLIGIIDPWHLQYROYHY VHFWR!
WKH ULMMRQZDVKQQLQDQFLQJ WKDW TXDOLILHV DV JUHH%VDQUG LV OLONHG WR

&OLPDWH ULVNV DUH WKHUHIRUH FRQVLGHUHG DV D FURVYV
VXVWDLQDELOLW\

WKH ULVN FDWHJRULHY GHVFULEHG EHORZ

7KH DVVHVVPHQW RI WKH SRWHQWLDO LPSDFWV RI WKHVH UL
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7TRS GRZSURDFK 2UGHWOKLY LV WKH GHVLUHG VFHQDULR DQG UHSUHVI

2QH RI WKH PRVW LPSRUWDQW UHIHUHQFHY LQ UHODWLRQ WR }ﬁﬂRg(I% oY J&’ Y F %I%FIF":H %ﬁlHL \\jHHEHfNQRVWRrQ;!/I-
FOLPDWH DQG HQYLURQPHQWDO ULVNV FDQ FDXVH LV WKH VHW | % ﬁ \ lF Hg I'l_:| WR WKH PD
IRU *UHHQLQJ WKH )LQDQFLDO 6\VWHP KHUHLQDIWHU 1*)6 7KL H? Il-'i I-baJF 6‘? § UDWH OHYHOV
VXSHUYLVRUV LV PDNLQJ D PDMRU HIIRUW WR HVWDEOLVK D F 8 & 'y I? I H LR 8

DVVRFLDWHG LPSDFWV ZKLFK SURYLGHV XV ZLWK D YHU\ VROLG \EDYWGEMUPOW KKV FKFWRDEXIROGH RHEWLIPASD BWWLRQV WR UL

DQDO\WHY DQG FRQVHTXHQWO\ WR GHWHUPLQH WKH PDWHULDOLWDRQG FWKPDWH UHF WR U VNV HMWSHRALWDDW\ WIRWKQWURG XFF

UHJDUG WR FUHGLW ULVN ,Q 1RYHPEHU WKLV RUIJDQLVDWLRMHESRODWKHZWHKH WKFEDBN OHG BKHHMWVMIHNDIRQ HIWHQW DO\
LWV VFHQDULRYVY WKH PRVW UHOHYDQW QRYHOW\ EHLQJ WKH LQZKDPWSRYDMNXNIROHRWD\QKIZSSGSERDOH DN PWUR®XOW RI WKH
WKDW JLYHVY HQRUPRXV SURPLQHQFH WR SK\VLFDO ULVNYV HQHUJ\ SULFHV 7KHUHIRUH E\ DFWLQJ ODWH DQG LQ D

7KH IROORZLQJ JUDSK VKRZV WKH LPSDFWV RQ *'3 IRU 6SDLQ iéWl—P&PV\}'V&lFF%%(&)%HB‘\XIL%%GJEN&\ZVWEDO ULVNV LV JUHDW
GLITHUHQWLDO Rl SK\WLFDO DQG WUDQVLWLRQ ULVNV LQ IRXU B\ H = H
WKH \HDUV DQG ZLWK UHVSHFW WR D WKHRUHWLFD%E%%%%%%W&%%F@%%EI&P\I%P\E\@((EHV\//RMEUBF\{NZ FDB%'}EH\/QV\}/(VHil

HITHFWV DUH LJQRUHG SK\WLFDO ULVNV +RZHYHU WUDQVLWLRQ ULVNV DUH QR

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 GLIIHUHQW VFHQDULRV RQ WUDGLWLRQDO ULVNV \
PDUNHW DQG OLTXLGLW\ ULVNV 7KH PHWKRGRORJ\ XVHG LQ)

'"HILQLQJILWK K URWUHWVYDQVPLVVLRQ FKDQQHOV RI HDFK U

7KHVH 3KDVH 9 LPSDFWV FRUUHVSRQG WR WKH 1L*(0 1*)6 Y "HRRG QO WEPH1IKRYLIRQV

@ DGGLQJ WKRVH DVVRFLDWHG ZLWK IORRGLQJ DQG F\FO FRRH p D.Y,H
1L*(0 1*)6 Y PRGHO >&0LPDWH $QDO\WLFV@ %%%\S\%W%J B TXdBEWD%LWH D%DO\VLV RI WKH SRWHQV

7KH QDUUDWLYH GHVFULELQJ WKHVH IRXU VFHQDULRYV FRQVLGEHB&XLF\(NIY&‘FPDD.IU*H&\ﬁLb\RDWLW II§8I9§\%/LLQ/‘]RI HDEK RI WK

SRLQWYV

JRU PRUH GHWDLOV VHH WKH GRFXPHQW 1*)6 &OLPDWH 6FHQDULRYV 7THFKQLFDO 'RFXPHQWDWLRQ 9 1RYHPEHU

JRU PRUH GHWDLOV VHH WKH GRFXPHQW 1*)6 &OLPDWH 6FHQDULRY 7THFKQLFDO 'RFXPHQWDWLRQ 9 1RYHPEHU

,Q WKLV VFHQDULR D ILQDQFLDO ULVN RI 121 WUDQVLWLRQ FRXOG EH FRQVLGHUHG L H D ULVN GHULYHG IURP H[FHVVLYH H[SRVXUH
SODQV
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7KLV H[HUFLVH KDV EHHQ FDUULHG RXW IRU DOO WKH %DQNVRHRIUDSKL IRV PRIEXENMDEHVYEE WEE IRRWWRMLDO LPSDF\
ILUVW WKUHH FOLPOOWHGEHQDWKRWH WLPH KRUL]JRQV LQ DPERRUBOQGHRHH WIKWMKWKKHHKROLFROVH VFHQDULRYV
HVWDEOLVKHG LQ H[HUFLVHV VXFK DV WKH ,&%$%$3 DQG WKH gsFEE@H@ WLRQV RI WKH (%$ (XURSHDQ

%DQNLQJ $XWKRULW\ IRU WKLV W\SH RI DQDO\VLY UHODWH L ID ULVNV VKRUW WHUP PHGLXP WHUP

DQG ORQJ WHUP 3K\WLFDO DQG WUDQVLWLRQ FOLPDWH ULVNV PD\ LPSDFW

7KH LPSDFW DVVHVVPHQW LV FDUULHG RXW XVLQJ D VHYHULSRRRM'M oH IuURP  WR
7UDGLQJ %RRNLQJ VWRRNHFRQRPLF VHFWRUV DUH SDUW
FOLPDWH ULVNV ERWK SK\VLFDO DQG WUDQVLWLRQDO
RU LOQVXUDQFH %RQGV LVVXHG E\ FRPSDQLHV LQ WKHYV
WKHVH ULVNV PDWHULDOLVH

7KH DVVHVVPHQW FDUULHG RXW RQ WKH SRVVLEOH LPSDFW Ri FDR® DV G L GKWWR B BHOD B k VRNIVW K M Ak UD\G QW MRQP® GLVD VW
ULVNV LV GHWDLOHG EHORZ TXDOLW\ RI1RQ/AWNGLGERUWRNOLRY LQFUHDVLQJ GHIDX

YDOXH Rl FROODWHUDO +RZHYHU WUDQVLWLRQ ULVNV
&UHGLW ULVN FKDQJHV WRZDUGV D ORZ FDUERQ HFRQRP\ PD\ DIIHF

&OLPDWH ULVNV SK\WLFDO DQG WUDQVLWLRQ FDQ KDYH DQ LP@PRHLRY LOVYGHWMWXWLRN ERHEDNSRVWKH\ LQFUHDVLQJ \
LQFUHDVH WKH SUREDELOLW\ RI QRQ SD\PHQW RU QRQ FRPSOLb®HMAH EKNWRPORDWMMRLL WK UHVSHFW WR

WKHLU REOLJDWLRQV WR %DQNLQWHU GXH WR D UHGXFWLRfH&HQ WKRHUULQRRPEDBYL PsBREWXPWURKHR BP¥ROMHp 1 HFEWL C
HYHQW 6SHFLILFDOO\ WKHVH WKUHH %DQNLQWHU ERRNYV PgbggRij@ HSVLYH VHFWRUV RU WKRVH QRW DOLJQHG ZI

ORUWJDJH ERRN WKH\ PD\ OHDG WR D UHGXFWLRQ LQ WK XDRVWRUR ISW R Fib ¥ H WA RKkIRP R7H R LRI HVWRU SUHIHUFE
FROODWHUDO SULFHV Rl WKHVH DVVHWVY LQFUHDVLQJ WKH YRODWLOLW\

DFFHOHUDWHG RU GLVRUGHUO\ WUDQVLWLRQ FRXOG JHQHU
JLQDQFLQJ IRU LQGLYLGXDOV ZLWK SHUVRQDO JXDUDQWAHEHNp WKGV W &Pp HRY W WD RIRIEWR GHUN DR PDUNHW SRVLWLRG
WKHUHIRUH LQFUHDVH WKH ULVN RI GHIDXOW RQ WKHLUpld Q&M WX IREP HWIPMLRR VWKH YXOQHUDELOLW\ WR FOLPDW

J)LODQFLQJ WR FRPSDQLHV VRPH HFRQRPLF VHFWRUV DU BN W Fix® NIl WSRO RBBNYH- WA EBTEY G WKH YXOQHUI
ULVNV VXFK DV DJULFXOWXUH FRQVWUXFWLRQ HQHURPXQRWLEBVRS QA Valk KUV LQ WKHVH

VHFWRUV PD\ VHH WKHLU SURGXFWLYLW\ DQG EXVLQH¥MARBBOYLPNHDHEPRBFWKHBYNWWSA\VN E\ DOWHULQJ W
FKDLQV LQWHUUXSWHG LI WKHVH ULVNV PDWHULDOLVH yHFWRUV RU UHJLRQV YXOQHUDEOH WR H[WUHPH ZHDWKHU

7KH DQDO\VLV Rl WKH LPSDFW RI FOLPDWH ULVNV RQ FUHd:LWLU\L\R@(VKDWKI#HJ%ZIQ}LWR\NEYHXRIQ\WIQWL J 'ERk?\)O’Fb(H LPSDFW

DFFRXQW WKH ERRN GLVWULEXWLRQ GDWD GHWDLOHG DERY¥|X[§)(%(§|W§\VWA\/LV}§ D RBW\W YAy d Rl K WKH VHFWRU
7UDGLQJ %RRNLOJD WUDGLQY BRRNVVHG 2QFH WKH YX

7UDQVLWLRQ ULVN FDQ LPSDFW FUHGLW ULVN PDLQO\ WKURXFK VEIERDRUHL @ RREWVFD HE HEH JIXQ D W LIR@W LSONHHMBVRWUL WYV H[S |
FXVWRPHU EHKDYLRXU DQG WHFKQRORJLFDO GHYHORSPHQW_ UHTXLULQJ KLJKHU SLWDO LQYHVWPHQWYV

FD
JRU WKH TXDOLWDWLYH DQDO\VLV RI LWV LPSDFW WKURXJK:RuUREE Y W ENH \OWW R B W 101 I pTo RRAUAY R W LWH ElRA ARG REF
RXW WR LGHQWLI\ WKH WUDQVPLVVLRQ FKDQQHOV WKURXJK BKWEK EBPSKEWHCGY RV NV PP VA 8N Flwy Wi e FOLF RU ILC

M VE
ORDQ ERRNV DQG WKH LPSDFW DQG SUREDELOLW\ RI RFFXUUH&FHPWKBRC WKHR VE RRYP kB Y UKHY WRHPRWHHYPLWLQJIV RQ
GHILQHG WLPH DQG FOLPDWH KRUL]JRQV LV HYDOXDWHG VFHQDULRV DQG WL G TXDOLWDWLYH DQI

5HJDUGLQJ SK\VLFDO ULVNV WKH\ FDQ DIIHFW FUHGLW ULV&LEBLEBBW WKIWENRIK HIWUHPH ZHDWKHU HYHQWYV

VXFK DV IORRGV IRUHVW ILUHV HDUWKTXDNHV DQG RWKHUg@RWXWROUBYNDVWKWUN FBOL B &PEDBW WL RP OKFQ LPSDFW

RI DVVHWV DQG WKH SD\PHQW FDSDFLW\ RI FXVWRPHUV 7RTX@ROWH WKLY RFSBTW L WHKR Y SPRQVRLNVOR®RDQV DQ LQF!

FKDQQHOV RI SK\VLFDO ULVN LQ WKH %DQN V WKUHH ORD®QDERRNG WMkt E®ORWL HER VB QMGHRILR I s WKHLILFDOO\ FC
IROORZLQJ ZD\V

T

7KH )UDJPHQWHG :RUOG VFHQDULR FDQ EH VHHQ DV D FRPELQDWLRQ RI WKH '"HOD\HG 7UDQVLWLRQ DQG &XUUHQW 3ROLFLHV VFHQDULF

JLIOODU  'LVFORVXUHV 5HSRUW



'"HSRVLWV ZLWKGUDZDO RI ODUJH DPRXQWYV RI FDVK WR7BRQWUW PR® CGLDMWHFQRHIPAWSDFW RSHUDWLRQDO ULVN E\ UHT

:KROHVDOH ILQDQFLQJ ZKROHVDOH PDUNHWYV DUH LQFLz (5;3/ Wgh 0 QLMV Tﬁ_gﬁ I'H \WPOFLLT/J)\;VORDZV[\)/LLJQ?/V
%DQNLQWHU GRHV QRW DGHTXDWHO\ PDQDJH FOLPDWH G \Qﬁ [J]% 1RLE WMo KV %Hd QRSHUDWLRQDO
ZLWK (6* SULQFLSOHV LW PD\ ORVH VXSSRUW IURP LQV\%/ X RQDO 9 \& ]]2

/IRDQV LQ ORDQV DIIHFWLQJ ERUURZHUV DVVHW TXDOLé/g\I:%%&TVﬁ%-E\g\é\Q%K\V%EJL%L%}&\W%%QBE]\ANLV\'/:\PQ LPSDFW W

OLTXLGLW\

&ROODWHUDOLVHG DVVHWY D UHGXFWLRQ LQ WKH YDOXH %@%BS%&#@?IE&%%%I—%!]E\%i%%@fﬁ#@;ﬁ}{%&vi\ﬁe\é@mg#TL(\SV[

OLPLW WKH %DQN V OLTXLGLW\

YRU WKH TXDOLWDWLYH DQDO\VLV RI WUDQVNWGKRQY HEIHHQ L Q oisr RRPY HP% EW W\}va QXPEHZU R EUD?FHKDHFVKSJFLURJ
DQDO\WHG DQG DVVLIJQHG D VHYHULW\ DFFRUGLQJ WR (&% JXLG B v \g /| %ﬁgl %bKF\\@lgﬁgoﬁ'é'é@mluﬁ

WRJHWKHU ZLWK WKH SUREDELOLW\ RI RFFXUUHQFH

YRU WKH TXDOLWDWLYH DQDO\VLV RI BKMGMWEWNQLQ@GW%%%D%Y']@VS%@%%WKT %XPETU R FXVWJRPHUV LZ('?‘OWOKEHOWJ[
DQG DVVLJQHG D VHYHULW\ DFFRUGLQJ WR WKH (&% JXLGHOLQH % Wi AN EDS¥LR! WRRE D WS

DQ DYHUDJH LV DSSOLHG WR LW DORQJ ZLWK WKH SUREDELGKW \FRIORKODWILHRIF R | MRKHY B & HULLFPIO W.RIS I SRR @ RIS HUD W L R C
LQ HDFK Rl WKH JHRJUDSKLHV ZKHUH %DQNLQWHU LV H[SRVKBWWIRQ PQ X &H&L WK K LVAH QA8DILEDWRBQY XJQG DQDO\VLV RI
,UHODQG DQG /X[HPERXUJ LPSDFW LV DVVHVVHG E\ JHRJUDSK\ FRQVLGHULQJ ILQDQFLD

5HJDUGLQJ WKH TXDQWLWDWLYH DVVHVVPHQW RI WKH SRVVTE GHR LW KDV WW KRl FOLLPND WBI] DU & NWRR@ WY K WHD& NZKLFK DOOR
OLTXLGLW\ ULVNV WKH HIIHFWV RI D SRVVLEOH UHGXFWLR QUL ®NFXSWWRHY D VG HOERR/G W VGRIR X UKW W HRW LK WHMARPIHIQYW QW YV |
SURYLVLRQV DV D UHVXOW RI FOLPDWH HYHQWY RU WUD@®RSIMURWHVLVNY RQ WKH /&5 UDWLR KDYH EHHQ

DQDO\WHG 7KH FRQFOXVLRQV DUH WKDW WKLV UDWLR LQ.W | H%W WLPH IUDP é % V%HQD\&J v

ZRXOG DOZD\V UHPDLQ ZLWKLQ WKH PLQLPXP OHYHOV Vﬁ%g%b%ﬁ%%iﬁ I@W%gﬁ%&b%%&%gl ﬁ%l{ SY\%HQhEVWXKQDGmUFRGPLEIIL
JUDPHZRUN ,W LV DOVR FRQFOXGHG WKDW WKHVH ULVNV D DQ@ W \8{7@8Hu K/ogjg) Y Robo OHIDO DOG ILoD:
2SHUDWLRQDO ULVN DOORZLQJ IRU D PRUH DFFXUDWH FDOFXODWLRQ RI SRWH

&OLPDWH ULVNV FDQ DIIHFW D %DQN V RSHUDWLRQDO ULVNLQ(Y\WL‘]HBMV%E@WL%D\%KHHYm[)QJV@\5W\¥>?&DDQ\PI8b%%Q/L§BRG RISKY

KXUULFDQHY FDQ GDPDJH NH\ LQIUDVWUXFWXUH GLVUXSWIiHKJIDEGHQDWLKRH W X0DQBNVIWWB WQR A ROV WHIWWRHFERW RI RSHUDWL
$GGLWLRQDOO\ VWULFWHU FOLPDWH UHJIJXODWLRQV PD\ KO IEHHQFRNSE8MYVHRES HBDWSIKR § DD F I NHW KH ORVV KDV E
LQFUHDVLQJ WKH ULVN RI HUURUV DQG DVVRFLDWHG FRVVDO\RYVMH\D BVEKDW. RG F)XALYVHX W WKQW KIHQ 'SNEH. ¢ ¥POLAHQFLD )RU
FKDLQV RI FULWLFDO VXSSOLHUV GXH WR FOLPDWH HYHQW VY PRW MK H QU WLIKQHD FPIRG/MWV D B/RH D & B SW\F MQRD WIKRH  WAU DVDWLHAQL Y W

FDQ LPSDFW EXVLQHVV FRQWLQXLW\ UHFHQW \HDUV IRU PLVUHSUHVHQWDWLRQ RU HUURQHRXV G|
,Q WKLV UHJDUG WKUHH PDLQ DUHDV RI LPSDFW RI RSHUDDVQI_GRS/gJS| %EsﬁRQJ%W%F"NQF?gﬁég\RWLHH%ZLLéNm}\évA(H UDWLR RI
EDQN SHSXWDWLRQDO ULVN
JLOQDQFLDO TXDQWLILHV WKH HFRQRPLF ORVV WKDW ZRXQBDBNMH FDXVNMG BESKWKH Q WHIUGA EWDLRWYLWLRQ ULVNV PD\
WKH DQDO\WVHG DFWLYLW\ SHUFHSWLRQ WKW NG KMBIGHIWH UHIJDUGLQJ %DQNLQWHU V

2SHUDWLRQDO WKH LQWHUUXSWLRQ RI DFWLYLW\ FD DW%HUR\{% E\,\E}é\lgllz QU OF I}LT R K@K#VQVESF\I;VQUJDS{/I'_:VT/LLJIXVQI
ZRUNORDG RI RWKHU DUHDV UHGXFLQJ RU SDUDO\Vi@;&SL B%Qé \)gllj b }_ % 6|L b "H l]_JLVNV PD\ LPSDFW V

LOQYHVWPHQW WR UHVWRUH DGHTXDWH OHYHOV RI VHUYI QOFLQJ FHUWDLQ LQGXVWULHYV WKDW DUH PRUH VHQVLW

/HIDO RU OLWLJDWLRQ DQ\ ZD\ LQ ZKLFK VWRSSLQJ WKHIBEWFRQ VPRXNGQ WHY YOWHEZVOIMWDRQAD PWURWKLY UHDVRQ |
DJDLQVW %DQNLQWHU LV EHLQJ FRQVLGHUHG EHHQ WDNHQ LQWR DFFRXQW ZLWKLQ WKLV TXDOLWDWLYH D!
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7R FDOFXODWH WKH LPSDFW RI WUDQVLWLRQ ULVN RQ UHSXWDWLRQDO ULVN GLIIHUHQW YDULDEOHV KDYH EHHQ
GHILQHG WR DVVHVV WKH VHIYWN LGMADRWHDG K\RG HVKGHG +HUH DUH VRPH
HIDPSOHV RI WKRVH DQDO\VHG

3RVVLEOH VDQFWLRQV IRU QRQ FRPSOLDQFH ZLWK UHJXODWLRQV DGYHUVH SXEOLFDWLRQV E\
RINLFLDO ERGLHV WKDW PD\ UHVXOW LQ UHSXWDWLRQDO GDPDJH LI WKH %DQN LV LQYROYHG LQ OHJDO

DFWLRQV
JLOQDQFLQJ FXVWRPHUV ZLWK XQVXVWDLQDEOH SUDFWLFHV FDQ GDPDJH WKH %DQN V UHSXWDWLRQ
UHVXOWLQJ LQ OHVV ILQDQFLQJ FDSDFLW\ 7KHVH UHVXOWYV DUH FRQVLVWHQW ZLWK SUHYLRXV DQDO\V

SUDFWLFHV WKDW DUH QRW VXVWDLQDEOH RU QRW DOVXS&I$8 UMW WEREN MRERSSRRIBRK G\W M FY b EHBWEHWREI LERVW RI WK
REMHFWLYHV JRDOV LQDSSURSULDWH LQYHVWPHQW LRY EHEAXRHPRY HOVXIWEIRHQ WU HG LY U RBRFWHSXWDWLRQDO
FDWDORJXH FRQWURYHUVLDO FRPPHQWYVY IURP VSRNHP?&HYVIRGW D {HsKDWARYV |k REWDLQHG

GRZQJUDGLQJ LQ VXVWDLQDELOLW\ LQGLFHV HQYLURQRHOWROR P bR \iRAWBRWHHEYHN X FAAQUHDWHU LO VFHQE
GDPDJH WKHLU UHSXWDWLRQ OHDGLQJ WR D ORVV RI GHRPRSyBEJoEdH WERRY0 HFRQRP\ ZLWK GLIIHUHQFHV LQ W

/IDEN Rl WUDQVSDUHQF\ DQG LQIRUPDWLRQ UHSRUWWEHUYHIPBDUEHOY OrRPERDRYOWHRQ | WKPSDUHG WR D ODWH WUEL

VXVWDLQDELOLW\  REMHFWLYHV ~DQG FOLPDWH DQGy giRYEHYRR PR RW R v W 7 REREAYi6 LQ wKH TxpoLwDwL®
UHHQZDVKLQJ FUHGLW ULVNV DUH FRQGLWLRQHG E\ WKH ORZ H[SRVXUH LQ

7R FDOFXODWH WKH LPSDFW RI SK\WLFDO ULVN RQ UHSXWwDWYRRW cHB LWNKWKHGHDPHOYHRIK RERIHRKGR XD gk VXEK DV
IROORZHG DV IRU WUDQVLWLRQ ULVN GHILQLQJ D YDULDE P WY bR HR H HOGHEMWILE & VR | I il WIMW HiyQ w ¥ IRH Wb PRUH WKD
ULVN GDQ®HUWVY GHILQHG VHYHULW\ WR FRPSOHPHQW Lw ZQPLHILNRAI BURERHLZEELH HIQREEX SURMHEF WV

DFFRUGLQJ WR WKH GHILQHG VFHQDULRYV 5HJDUGLQJ WKH UHVXOWV REWDLQHG RQ SK\VLFDO ULVNV \

YRU H[DPSOH UHUDWVGLQRILWKMHLQDELOLW\ WR DGHTXDWHO\ZBkhWH B &bSIRW KHMLERONGDFN RI DFWLRQ DJDLQVW FOLPDW
DVVRFLDWHG ZLWK H[WUHPH ZHDWKHU HYHQWY WKH FDOFXYSWERROR) WR W KHYARQWWRVRVKH LPSDFW KDV

EHHQ FDUULHG RXW E\ WDNLQJ WKH UHSXWDWLRQDO LPSDFWV REWDLQHG LQ WKH %,$6 FRQGXFWHG E\ WKH

%DQN IRU WKH GLIIHUHQW DUHDV 6XEVHTXHQWO\ WKH GLIIHUHQW UHSXWDWLRQDO LPSDFWV LQ WKH

GLIIHUHQW JHRJUDSKLHV RI WKH *URXS KDYH EHHQ WDNHQ LQWR DFFRXQW DQG WKH ZHLJKWHG DYHUDJH

YDOXH RI UHSXWDWLRQDO LPSDFW IRU DOO RI WKHP KDV EHHQ DVVLJQHG

7R TXDQWLI\ FOLPDWH ULVNV RQ UHSXWDWLRQDO ULVN WKH ORVVHV IURP DQ H[WUHPH HYHQW ZLWK D
UHSXWDWLRQDO LPSDFW DVVRFLDWHG ZLWK WKH JRYHUQDQFH GLPHQVLRQ KDYH EHHQ DQDO\WVHG 7KHVH
W\SHV RI HYHQWYV FRXOG EH DVVRFLDWHG ZLWK FOLPDWH IDFWRUV OLQNHG WR JUHHQZDVKLQJ RU GLUHFWO\
WR D QRQ FRPSOLDQFH ZLWK RXU RZQ SROLFLHV ,Q WKH PRVW H[WUHPH FDVHV WKH LPSDFW RI WKHVH

HYHQWYVY FRXOG EH VLJQLILFDQW IRU WKH %DQN ,Q WKLV FDVH RI SK\WVLFDO ULVNV FUHGLW ULVN LV DOVR W
&ROFOXVLROV WKLV TXDOLWDWLYH DQDO\WLVY WDNLQJ LQWR DFFRXQW WK
&RQFO. Q RSHUDWLRQDO ULVN ZRXOG DOVR EH DIIHFWHG PHGLXP LP

7KH UHVXOWYV REWDLQHG IURP WKH TXDOLWDWLYH DQDO\WLYHRKUVKRKWM WEHPHRAEN WUBDUDQ KL RG WARMN LY @RW YHU\ H[

GLIIHUHQW VFHQDULRY DQG WLPH IUDPHV DUH VKRZQ EHORZHRWYHNWIDMFHOO DV WKH FHUWLILHG EXVLQHVV FRQWLC
FRUUHFWO\ PLWLJDWHG

W VKRXOG EH QRWHG WKDW WKH EDQN LV XSGDWLQJ WKI
TXDOQWLWDWLYH DQDO\WLYVY RI WKH LQIOXHQFH RI FOLPDWH F
EH UHSRUWHG LQ IXWXUH UHSRUWYV
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%RWWRP XS DSSURDFK WDUJHWV IRU LWV ERRN DQG WKH VWUDWHILF GHFLVLR

TKERWWRBSSJRDFK FRQVLVWYV RI DVVHVVLQJ KRZ ERWK WKH %Wé“LLL{NQ/mVOHQgggw\@VW%QV%HBbVVLRQ HFRQRPA

DUH VSHFLILFDOO\ H[SRVHG WR FOLPDWH ULVNV %RWK SHUVSHEMRYXVY D WR FSRWHOQW UHOO®\WGE KV WWKHRWDNWHVSEKNVLFD O KI
FRQVLVWHQW LQ WKH VHQVH WKDW WKH SRWHQWLDO HYHQWYV PX&/GWL\EHRWK KV KB FBH RRHGU WXWHWYW KRAGCHW HRWODWHUDO DL
HDFK RWKHU DV GURXJKWY DQG KHDW ZDYHV KDYH D PRUH JHQHUDC

+RZHYHU WKLV YLHZ FDQQRW OHDG WR WKH DVVXPSWLRQ WKD %Lfﬁplilj IIE%%\EE@%@E%W ?&ﬁg%ﬁgljgﬁléglﬁ\g |_I|E\\/NRDL?\? *
LQ SK\V ULVN

VHFWRUV RI DFWLYLW\ RU WR UHJLRQV PRUH H[SRVHG WR FHUW

$ PRGHUQ HFRQRP\ LPSOLHY DQ HQRUPRXVY LQWHUUHODWLR IQQ/ \H/ é' IE| ¥6 %lvéngVVH& V&KDW WI\}THIUORRPZV'V_'IESi
DFWLYLWLHV 7KXV FRVW LQFUHDVHV WKDW PD\ DULVH IUR B @HH h b I—P|J:J L?L:g%ﬁ/%%HUH DEWL
PD\ HQG XS VSUHDGLQJ WKURXJK WKH YDOXH FKDLQV 7KL K | I?D}[b%\ﬁ g )% g }ﬁ{l\&N

FOHDUO\ DV D FRQVHTXHQFH RI WKH ZDU LQ 8NUDLQH DQG \|7 H II'LF V' K i_' SO\ IQIMV

LQ ERWK IRVVLO HQHUJ\ DQG FRPPRGLWLHV FDXVHG 9 IQIQDMNLEBRDMP MHO@ VLR QY QW KW QZIHUH

WUDQVIHUUHG WR DOO VHFWRUV RI DFWLYLW\
%DOQNLQWHU KDV LPSOHPHQWHG VSHFLILF SROLFLHV GHVLJQ

7KHUH DUH VHFWRUV WKDW DUH FRQVLGHUHG VWUDWHJIREDP Q¥ WKRWVKDYE K$¥WRMXBDWOMHWHBEYVYHOG UHODWLRQ
VXSSRUW LQ RUGHU WR DYRLG WKH QHJDWLYH H[WHUQD®HWHHIRRBIL HIHNVVNRYHU FRIYIHI QO \VEHFWAGCHREBWHG WR ILQDQ
2QH Rl WKHP LV WKH SULPDU\ VHFWRU DQG WKH HQHUJ\QXIFHWRNXVFROQWG DIODVR B \K DK LIKGAFHQWWDWHG 7KH\ DGG
LV XQDFFHSWDEOH WKDW WKHVH VHFWRUV DUH VXEMHPWW(RDMLHRIY RGQ HDIOHWOG LWIQD Wi QWM KHWU HIRWAH. HQF\ DQG W
HITRUWY WR SUHVHUYH WKHP LQ D FRQWH[W RI LQFUHD\SH)RMHNEW K UD BILHOAW) LFWH. QRW. 8D b@W®IL QRG PRUH FDUERQ L

$Q DSSURDFK DLPHG DW FRQFHQWUDWLQJ WKH SK\VLFDO UL ,é Ovpkf'ﬁbl(’
U

DITHFWHG ZKLFK FRXOG FRPSURPLVH WKH VROYHQF\ RI WKHZ l %%P %IJ:- %ﬁé\/&k% %%{%HEGJ:LSJ\//\S
&E\é(ku \ %%% @/@%Whl R gg}v&o‘m KQNBWEHHQ |

UHVSRQG WR UHDOLW\ ZKLFK LV VRPHZKDW PRUH FRPSOH[ \gGF}'G

ULVNV DVVRFLDWHG ZLWK QDWXUDO GLVDVWHUV VKRXOG W % % R

XQFHUWDLQW\ DQG WKH KLJK VHYHULW\ Rl WKHLU HITHFwV YROP W QWkbw IRU H[DPSOH LQ

6SDLQ WKHUH DUH SRZHUIXO PLWLJDWLRQ LQVWUXPHQW V5YXFKG DY J WKKH , BXUDRE B WELRPS WRYV WWHRBDAN V ILODQFLG

&RQVRUWLXP $JUL LQVXUDQFH RU WKH GHFODUDWLRQ RI D AWR¥WOYRSKWLEFROEBHY LQFOXGHG LQ WKH 5LVN )UDPHZRUN
AN R e R AT AT it L T

7KH HITHFW RI PXWXDOLVDWLRQ RI GDPDJHV PXVW WKHUHI =

SK\WLFDO ULVNV 7KLV DOVR OHDGV WR WKH PXWXDOLVDWL%VE;LFQ/JL%P FROPGIAKSY s IQQSEQ WP QWD O L

IRU PLWLJDWLRQ %XW ZKDW LV FOHDU LV WKDW JOREDOOY KBIF¥WHWVRKWY LIE®IDO WL NN GU B § UHVG\Q WR X @ BN UB® LUV WKH

DQG GHVWUXFWLRQ DQG WKLV KDV D SRWHQWLDO HIIHFW R WKKOWRQBB\ PNFWREHEROOG 2WKHK HYHAKD W HNWRU 2WKHU

UHY HD O HW R.S) GARKEHG UR D F K VHFWRU DUH DOVR LQFOXGHG VXFK DV UHVSHFW IRU IXQG!
7KXV IURERWMWRPXSURDFK FOLPDWH IDFWRUV DUH FRQvgﬁﬂl@\\%éJWﬂ§F6RLY]HKV¥éFP\ﬁEEBS V'\?/_vsﬁgulxDvaWLLRRQv (\QVLKVHWSUDRV\C’;HSLV\'/-
LPSDFWV RQ EXVLQHVV IRU WKH IROORZLQJ UHDVRQV Q Q Q

DOVR FRQVWLWXWH D NH\ EDVLV IRU WKH PDQDJHPHQW RI
7TKH %DQN KDV OLWWOH H[SRVXUH WR WKH VHFWRUV W KDW MHMHPH QW H VWLRMWM INWKIHH GIRVRVODBO LV KXHG BMNFOXVLRQV DUH
ZLOO EH H[SODLQHG LQ WKH VHFWLRQ RQ PHDVXULQJ OMMAMWIAWRRY ULYNQFHG $Q DOHUW V\VWHP

FOLPDWH UDWLQJ KDV EHHQ SXW LQ SODFH IRU WKH LQGINGXDO LRSREMY RI\WKEWH JLANY, RO, 8

FXVWRPHU DQG WUDQVDFWLRQ DQG GLDORJXH KDV EH ° & Y Hﬁw Wy ESR g 5y Wi %EDEEV S Qwnuen
WKH KLIJKHVW HPLVVLRQV ZKLFK LV FRQVLGHUHG LQ $f $\l/5\]l 0 VS W ( u\%'és/LfbeQ QﬁQPLVVL%Q A
SURFHVVHV UHIHU WR WKH &OLPDWH UDWLQJ IRU OHIDQ QW W LRV X DWR O AULOR sony WK Bolwh

)XUWKHUPRUH WKLV H[SRVXUH ZLOO EH UHGXFHG LQ O ILQ@H \ELDWLWKN %BRW I/VFWRPLSPHGMWV DOXFHEODUDWLRQ RI +>

DV LWV PHPEHUVKLS RI WKH 1HW =HUR %DQNLQJ $OOLDQWHUQDWLRYLYH/DERNUGREDDERIDIWDRQ@L RQ Q DGGLWLRQ
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,QWHUQDWLRQDO )LQDQFH &RUSRUDWLRQ DQG WKH 81(3 8DKM 8% VMMNLRIEO HQ ML EHRQ® H@WSRURI UDPWHRGXFHG SUHYLRX
JLQDQFH ,QLWLDWLYH FRQVLGHULQJ SURWHFWHG DUHDV DQ’GEFl—LO.GM.LCEDBQQ.W\EISWDX[\ODWLRQV 6/8 7KH PDLQ REMHFWLYH

%DQNLQWHU LV FRPPLWWHG WR IROORZLQJ WKHVH JXLGHOL % L'{ QUF p L;{ I};#ﬁﬁ%&ggo%gvc
WR WKHLU RQJRLQJ UHYLHZ 7KH %DQN V ULVNV XQLWV DQ SO ALY KBYE| NH\ WHUPV

JXLGHOLQHY )LQDQFH &ODVVLILFDWLRQ &QULWHULD 6)&& DQG 6XVWDI

,Q %DQNLQWHU *URXS V 6XVWDLQDEOH )LQDQFH &0ODVVLUHNMS\R QNG ESQH WRHW IHQ V¥ EQ F HUKDWHR BB RBWERQV FRPSO\ Z1
UHJXODWLQJ WKH SURFHGXUH DQG FULWHULD WKDW D ILQDRFUVOH URPHD QO LIRY XA RPGHUHAR OPR EM DFRDOOWLQUH B/ KH VXV W
DQG ODEHOOHG DV VXVWDLQDEOH 7KHVH FULWHULD HQWQQH Fb VKRWPWR JHIHFHRKW HG Q IGQ VRRBXYGILDDFANY MG JQHG ZLWK FX!
PHWKRGRORJ\ IRU WKH HQWLUH *URXS DOORZLQJ WKH FRWODARW WEHNQMWLO FORXKRQLOBOGXGLY & ®FOWX UWVRYXEVLGLDULH

ILQDQFLDO SURGXFWV DQG VHUYLFHVY UHODWHG WR VXVWD%Fggg&%IX\{_'\ N7FhHG§EQILﬁbR/$/SL9I-ITHBV\)/Y-|% %OV\%)(%QINIQ%V&IH-HQJ E X

*URXS ILQDQFLQJ RSHUDWLRQV ZLWKRXW VSHFLILF H[FOXV DLQDELOLW)\ /LQNHG )LQDQFLQJ VWDQGV RXW ZKRVH

7KH 6)&& DUH UHYLHZHG DQG XSGDWHG SHULRGLFDOO\ WRQWHIWLHFW JEHEFHORGHEMQIRY V\WUNBEWEULREOWMKLY WISH RI IL
UHJXODWLRQV PDUNHW VXVWDLQDELOLW\ FULWHULD DQG %WHTNUQMR B QWX §RW RAQVD WY HOWRSRKRW QVR G L KLAD WX R@W GHIL
WR WKH 6)&& DUH DSSURYHG E\ WKH SURGXFW FRPPLWWHHLQD®RRLRKE SQWRER B B QR VWAKR 6 X VIWFIRIQRPEGHFKDUDFWHUL VW
/IDEHOOLQJ 8QLW RU RI WKH SURGXFW FRPPLWWHH LWVHQRWUWRBE HG REWRWY DFKREMUHY SWBGNMWIWRUQHG DPELWLRXV
JRYHUQDQFH IUDPHZRUN FRQVLVWV RI D GXDO RUJDQLVDWRE®HBBEWLWUYXFWIKKH H MWPK bW WR UANXHB\E RAURW DIQX® WRIFRXUDJH FR|
VXSHUYLVH DQG DSSURYH WKH VXVWDLQDEOH HQYLURQPHQ\NURILOH 7KH JXLGH HVWDEOLVKHV WKH SURFHGXUHV DQ

RULJLODWLRQ DQG DSSURYDO RI WKLV ILQDQFLQJ LQFOXGL
7KH SURGXFWV FRPPLWWHH LV UHVSRQVLEOH IRU WKHpBPE %‘Humuém‘% MyPQG WKHLU

GHYHORSPHQW GRFXPHQWV ZLWKLQ WKH VXVWDLQDEOH SURGXrwW PDUNHWL QJ IUDPHZRUN DV
ZHOO DV IRU QHZ SURGXFWV WKDW %DQNLQWHU FRQVL %DQNLQWHU DOVR KDV D *UHHQ %RQG )UDPHZRUN WR UHJXC
WLPH LQ DFFRUGDQFH ZLWK WKH UHJXODWRU\ HQYIUDPHZRUN ZDV XSGDWHG LQ WR DOLJQ ZLWKHW® H6BRW |
SUDFWLFHV 3ULQF SXEOLVKH®QWHWEBWLRQDO &DSLV ,&0$ DV ZHKVE R

LQWHUQDO VXVWDLQDEOH ILQDQFH FODVVLILFDWLRQ GRFXF

LR RURY (VYR |

/KH 6XVWDLQDEOH /DEHOOLQJ 8QLW 6/8 PDGH XS “fol 3 ECH"SURMHFWYV KDYH ' ERHO LQFOXGHG UHQHZDEOH H

U)'

UHVSRQVLEOH DPRQJ RWKHU IXQFWLRQV IRU DSSURYIS"R'O‘O‘X‘W"L'Q'Q'"S‘L'J—H‘\'(-'H'Q"V‘VL'-l'Q'Q‘"D'Q‘C'_" FROWURS MW NHQ PRELOLW\
QRQ VWDQGDUG RSHUDWLRQV DQG WKH VXEVLGLDULHV LGHQWLILAG LY WKH 6/8 OHIXOUWLKY
7KH IUDPHZRUBHRRYGD3DUV IURP 6XVWDLQDO\WLFV DFKLF
7KH 6)&& FUHDWH D FODVVLILFDWLRQ V\VWHP EDVHG RQRE{TQpPHAOW ZLWK WKH FUHHBWHR A B ULQFLSOHVY

LOWHUQDWLRQDO VW D OQUE-DHIE VRG B BOWGKEE GHWMRATHO/ 09 UN HW.

$VVRFLDWA7SEDQ 6\QGLFDWLRQV DQG 7L]/\DKHHHQLQ$%RQBLBM/LLQ{FQ_SOHV

LVVXHG E\ W IONVHIDSDWLRQD O &DSLWDW(K(XW[W\D—L\QEXSE/NCRLF\MDY/\L IO iy GHVFULEHG LQ WKLV VHEWLRO FROVWLWXWH

3ULQFLYUMNWMG E\ WRTCHO/0® UNHW $\D&RCFMDK/\#IIRFM$6\QGLFDWLR ]

7UDGLQJ $VV ARL® WK DLQDELOLW\ /LQNHG VKRG GE B UL KK L LDO ,52 GHILQHG DV 1,QFUHDVH LQ *+* *UHHQKRXVH
HVWPHQW ERRNV GXH WR D KLIKHU YROXPH RI DVVHV

QWHUQDWLRQDO &DSLWDO ODUNHW $VVRFLDWLRQ HFRQRPLF DFWLYLWLHVI ZLWK UHVSHFW WR LQYHVWPHQW D
'XULQJ DQ XSGDWH RI WKH &&)6 ZDV FDUULHG RXW ZRW IS UMH YA RXY OR EGIHWVMLLYEH G) LYR/OLF\L HWRDSSOLFDEOH WR L
LQFRUSRUDWH FHUWDLQ UHJXODWRU\ FODULILFDWLRQV DQBDWHWBMOL FDAWL @G UKHO 8 G Q@ G UFHRWP\S ONNHD\Q BN SHPAWKY VX F K

WKH "16R QRW VLIJQLILFOHPPMR X®OP WR LQFRUSRUDWH QHZ SMUREBESWWWLBQG HMHUNYIMFHHIVLFLHQF\ DQG WKH SURPRWLRQ RI
GHYHORSHG E\ WKH EDQN LQWR WKH ODEHOOLQJ SURFHV VD S\&XOHK IDWL R/E HR IJ BHHEIX V& R Q FQHWH WIKIH @& WKH LQWHJIUD\
DGYDQFH ORDQ RU SDUWQHUVKLSYV IRU PDUNHWLQJ VHOIFMFROQIVXPSWRRKY WNWWHPYV ZLWK UHQHZDEOH

HQHUJ\ RU HOHFWULF PRELOLW\

'XULQJ %DQNLQWHU *URXS XSGDWHG WKH SROLFLHV DS
$Q H[WUDFW RI WKHVH FULWHULD LV SXEOLVKHG RQ %DQNLQWIHJ \DFRIUGR WRVNWHEGIWKHIQ &/ KN DQMHINBOWH RUR RI1 VX
DOO VWDNHKROGHUV DGYLVRU\ GHFLVLRQV
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,Q WKLV FRQWH[W *HQHUDO ([FOXVLRQ &ULWHULD DSSOLF VKO W DR DBLYHWW P 8 RO/ B\Q G/ PHQD V RR) \ DEHFLWILRQ W HW WL Q J
KDYH EHHQ GHYHORSHG 7KHVH FULWHULD DSSO\ WR %D GRUMNVROLR6 &HFDQE R %D\ DR USDWRXSDQG VXVWDLQDEO
FRPSDQLHV HQJDJHG LQ WKH IROORZLQJ UHVHUYHG DFWLY LWEFRUGUKH ® D & D WPEHILW KHEG IRGPLQLQWWY DRV LRRUN ,GHQWLI
RI FROOHFWLYH LQYHVWPHQW VFKHPHV DQG SHQVLRQ |IXQGY¥FVELR/G UBQYE DRMUWRRRRIPDQDIHPHQW DQG

LOQYHVWPHQW DGYLVRU\ 7KH REMHFWLYH LV WR DYRLG LQYHVWL HV ZKRYH LOHVV LV

RU SDUWLDOO\ DVVRFLDWHG ZLWK WKH VR FDOOHG TFRQV&%%I—%SW%%M?\E%@LWIleVHl'yLﬂEIﬁ\géHLgnxvv\h_ﬁI_Ié;écé%\zbgﬁVHFW[
FKDUDFWHULVHG E\ JHQHUDWLQJ D KLJK QHJDWLYH LPSDFW LQ HQYLURQPHQWDO RU VRFLDO WHUPV GXH WR

WKH UHVRXUFHV WKH\ FRQVXPH WKH ZDVWH WKH\ JHQHUDWH WKAM®YDEW RVWRR JIRREVRE VAU Y EFHY

WKH\ SURGXFH RQ WKH HQYLURQPHQW RU RQ VRFLHW\ DQG BN W\ EQS SY@ UM MH F BSSOW HQUAMY Lv wKH vwe

PDQDJHPHQW RI WKHLU KXPDQ UHVRXUFHV VFDUFH DQG WKHUH DUH IHZ PHDVXUHPHQWYV ZLWK RQO\ LG

7R GHILQH WKH H[FOXVLRQV DQG IRU WKHLU VXEVHTXHQWCB¥WDo LD WPKY WRDARVYNVZIbWE PROLWRYLEPWHYV DQG VSH
%DQNLQWHU XVHV LQIRUPDWLRQ SURYLGHG E\ VSHFLDOLVHGXRPRHEGR® MXE YILYUQ IRIP RWE 8 R pPAHNKD MR iy ULJRURXYV
RI WKLV SROLF\ LQYROYHV FRRUGLQDWLRQ EHWZHHQ WKH WKUxBBWRGN RRPRBEDL DORAHEHYD WKW WkH O\ GHSHQGH:
$VVHW ODQDJHU 5LVN ODQDJHPHQW GHSDUWPHQW WKH ,QYHYWPHRWMLEHY YWRHVLERNILGER@W Q\HBbPS WRMH GLVFORVXUH E\
JURQW 2IILFH GHSDUWPHQW DQG WKH 6XVWDLQDELOLW\ &REPUARPMHERER UHQD WYHENWRQEX WP Q@R Bo@KWW\ VSHFLILFDOO

FRPPLWWHH LV UHVSRQVLEOH IRU DSSURYLQJ WKHVH FULWHWLR KLV UHIJDUG ZRUN LV EHLQJ GRQH WR PHDVXUH KRZ WK
$GGLWLRQDOO\ LQ WKH *URXS XSGDWHG WKH 3ROLF\ RD!I R YUIOIWERE@ MRV FOMVRDERBREVOEWYSRYRWIHQ 60( %DQNLQ!

,QYHVWPHQW DQG $GYLVRU\ 'HFLVLRQ ODNLQJ H[SDQGLQJ MW\ RV DS P& E P Mk R QU LMY Ds?rzépw LOLHQFH WR Wk
\

v
HVWDEOLVKHV WKH SULQFLSOHV VFRSH DQG JRYHUQDQFH gUsRyH ZRWHIN WK P Mo kY HS & KGR Q M BWHBRDR SK\VLEDO |
UHOHYDQW PDWHULDO RU SRWHQWLDOO\ PDWHULDO VXVWDLQDELOLW\ ULVNV LQWR LQYRVWPHQW SURFHVVHV DQG

DGYLVRU\ RQ VDYLQJV DQG LQYHVWPHQW SURGXFWV ZLWK S\RUHS RENDHM i/ LEYRIRAI LPSURYLQJ WUDQVSDUHQF\

DQG LQIRUPDWLRQ SURYLGHG WR HQG LQYHVWRUV 7KH SROLF\ DLPV RS H QW, DFEW

UHVSRQVLEO\ DQG HQFRXUDJH FXVWRPHUV WR SURJUHVYV W-?{b iw? L ; KQ%'U S @\Eﬁ%@ U'JF'{K\?ZILWE'
FKDOOHQJHV DQG VXVWDLQDEOH GHYHORSPHQW GHVFULELS%}J(AE 3 LA LAY B H WERQ Q
LQWR GHFLVLRQ PDNLQJ SURFHVVHV

7KH VXVWDLQDELOLW\ DUHD WRJHWKHU ZLWK WKH EXVLQHVY WRPYYLRAVULFEREVLCEOH IRU XsGDWLQJI wKLV
SROLF\ ZKLFK LV DSSURYHG E\ WKH ERDUG Rl GLUHFWRUV XXRQ SURSAMNP IEQ W K UES Y D QG FRPSOXPOFH WKH 3&3$) 3

FRPPLWWHH JLODQFLDOV PHWKRGRORJ\ ZKLFK LV QRZ FRPPRQO\ XVHG
7KLV SROLF\ FRPSOLHV ZLWK WKH UHTXLUHPHQWV RI WKH 6XP2®Bf &89 'Eé lﬂgw\y X U ) KH %DQN Df
AR R SRR LB o

FRPSDQLHV
7KH SROLF\ LV DYDLODEOH WR VWDNHKROGHUV RQ %DQNLQ?%ﬂUHQLé\ﬂ)%’%%LFRRQUEBHEWEX%J'_IEIEIY\}WQPIglglljlly\}_'HbWLé\/WKH IROOF

SXEOLVKHG DQG NHSW XS WR GDWH

:KHQ LQIRUPDWLRQ LV DYDLODEOH RQ HPLVVLRQV GHF

WKURXJK WKHLU 6WDWHPHQW RI 1RQ )LQDQFLDO ,QIRUPD!

$PRQJ WKH SULQFLSOHY GHFODUHG IRU WKH SURSHU PDQDJHPAHRQON b@W HAR & DANUHR® RQ WIKHN ¥ H.M Ko RN IVOKNHHIXQ GLQJ SURY
UHVSRQVLELOLW\ WR VRFLHW\ ZKLFK LV PDQLIHVWHG WKURXLD K¥IDAUWXNWVYOLQHYVY RI DFWLRQ 3URPLQHQW

DPRQJ WKHP LV WKH VWLPXODWLRQ RI VXVWDLQDEOH GHYHORSP S{v I% Fg HQ E 9—; C\;N \I$ N F %H WR WKH FR
DJUHHG E\ WKH 8QLWHG 1DWLRQV WR EH PHW DQG ZKLFK VSH\g@I' £ ég] \% W L'J_|'_g \9 VIDUH DOORF]
WKH HQYLURQPHQW DQG FRPSOLDQFH ZLWK WKH FRPPLWPHQ Vw Q{N HJ‘# v/ (1§LG% LEE\gV [-12 LPDW

FKDQJH
HV VXFK DV ILQDQI

Vi Ross Bl
7TKXV ,Q 2FWREHU WKH EDQN V ERDUG RI GLUHFWRUV D
EDQN V VWUDWHJI\ IRU (6* ULVNV LQ DFFRUGDQFH ZLWK (a;fgjLR!{?ﬁ: %V%JLES'DUL'E{LHQ J % é:'%IL \ﬁ |\:'/,Vl\évl-||:e WKH VSHFLILF
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J)LQDOO\ WKHUH LV DQ HVWLPDWLRQ SURFHGXUH WKDW LV DSSOLHG ZKHQ LQGLYLGXDO ERUURZHU
HPLVVLRQV DUH QRW DYDLODEOH DQG ZKLFK DOVR VHUYHV DV D WRRO IRU PRQLWRULQJ WKH TXDOLW\ RI
WKH HPLVVLRQV GDWD GLVFORVHG )RU WKLV SXUSRVH WKH IROORZLQJ LQIRUPDWLRQ LV XVHG

(PLVVLRQV IURP HDFK VHFWRU DQQXDO GDWD IURP WKH 6SDQLVK DQG 3RUWXJXHVH 1DWLRQDO
6WDWLVWLFDO ,QVWLWXWHYV

7KH UHYHQXH RI HDFK FXVWRPHU DQG SHUFHQWDJH VKDUH RI WKH WRWDO VHFWRU EDVHG RQ
WXUQRYHU DQG RXWSXW GDWD E\ DUHDV RI DFWLYLW\ SXEOLVKHG E\ WKH 1DWLRQDO 6WDWLVWLFV
,QVWLWXWHYV

7KH UDWLR RI EDQN GHEW WR WRWDO EDODQFH VKHHW OLDELOLWLHV IRU HDFK FXVWRPHU

7TKH SHUFHQWDJH LQGHEWHGQHVV RI HDFK FXVWRPHU ZLWK %DQNLQWHU FRPSDUHG WR WKH
WRWDO XVLQJ &,5%( GDWD

%DVHG RQ WKLV LQIRUPDWLRQ WKH HVWLPDWHG HPLVVLRQV RI HDFK FXVWRPHU DUH FDOFXODWHG
DV IROORZV

$ WRWDO YROXPH LV DWWULEXWHG LQ DFFRUGDQFH ZLWK WKH HPLVVLRQV RI WKH VHFWRU LQ ZKLFK LW
RSHUDWHY DQG WKH SURSRUWLRQ WKDW LWV WXUQRYHU UHSUHVHQWY ZLWK UHVSHFW WR WKH WRWDO
WXUQRYHU RI VDLG VHFWRU

7KLV WRWDO YROXPH DWWULEXWHG WR WKH FXVWRPHU LV ZHLJKWHG E\ WKH SHUFHQWDJH WKDW EDQN
ILQDQFLQJ UHSUHVHQWYVY RI LWV OLDELOLWLHV 7KLV LV WKHQ PXOWLSOLHG E\ WKH VKDUH Rl WKDW GHEW
FRUUHVSRQGLQJ WR %DQNLQWHU

%\ DJJUHIJDWLQJ WKH HPLVVLRQV ILQDQFHG DWWULEXWHG RU HVWLPDWHG IRU HDFK FXVWRPHU
WKH ILJXUHV IRU HDFK VHFWRU RI DFWLYLW\ DQG IRU WKH RYHUDOO FRUSRUDWH ERRN FDQ EH
REWDLQHG

7KLYV SURFHGXUH DSSOLHV WR VFRSH DQG HPLVVLRQV 6FRSH HPLVVLRQV DUH HVWLPDWHG E\
SURSDJDWLQJ WKH HPLVVLRQV RI WKH HOHFWULFLW\ VHFWRU WKURXJKRXW WKH YDOXH FKDLQV XVLQJ WKH
LQSXW RXWSXW WDEOHV IRU WKH 6SDQLVK DQG 3RUWXJXHVH HFRQRPLHV G6FRSH HPLVVLRQV DUH
HYWLPDWHG LQ D VLPLODU ZD\ EXW FRQVLGHULQJ WKH VSUHDG RI DOO HPLVVLRQV RULJLQDWLQJ LQ WKH
GLITHUHQW VHFWRUV 7KLV HQDEOHV XV WR FDOFXODWH WKH FDUERQ IRRWSULQW DVVRFLDWHG ZLWK HDFK
FXVWRPHU V DFWLYLW\ LQFOXGLQJ WKH DFFXPXODWHG HPLVVLRQV LQ WKH SURGXFWV WR PHHW ILQDO
GHPDQG 7KH JUHDW DGYDQWDJH RI WKLV FRQFHSW LV WKDW LW DYRLGV WKH RYHUODS WKDW H[LVWV
EHWZHHQ WKH WKUHH VFRSHV ZKLFK DUH QRW GLUHFWO\ DJJUHJDEOH

7KH %DQN DOVR PDGH IXUWKHU UHILQHPHQWYV WR WKLV FDOFXODWLRQ LQ E\ LQFRUSRUDWLQJ WKH
HPLVVLRQV GDWD SXEOLVKHG E\ WKH FRPSDQLHV UHTXLUHG WR GR VR $W WKH HQG RI WKH VKDUH

Rl FRPSDQLHV SURYLGLQJ QRQ ILQDQFLDO LQIRUPDWLRQ UHDFKHG Rl WKH ULVN ZHLJKWHG
FRUSRUDWH ERRN LQ %DQNLQWHU SHULRGLFDOO\ FRPSLOHV SXEOLVKHG GDWD RQ WKH
HPLVVLRQV RI WKHVH FRPSDQLHVY RQ D PRQWKO\ EDVLV DQG LQFRUSRUDWHV WKHP LQWR LWV
PHDVXUHPHQWY 7KH FKDUWY EHORZ ZKLFK DUH XSGDWHG RQ D PRQWKO\ EDVLY DQG LQFOXGHG LQ WKH
*OREDO 5LVN 5HSRUW UHSUHVHQW WKH LQWHQVLW\ RI GLUHFW HPLVVLRQV DQG WKH FDUERQ IRRWSULQW E\
DFWLYLW\ VHFWRUV LQ GHVFHQGLQJ RUGHU DGGLQJ WKH GLVWULEXWLRQ RI EDODQFH GUDZQ
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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 R1 WK I.H '9 WFWU&A‘WﬁPQ\& PHIRRWSULQW
GLUH M

R1 WRQQI DQG WRQC HTXLYDOHQW LQ WHUPV RI

FDUERQ IRRWSULQW UHVSHFWLYHO\ IRU HYHU\ PLOOLRQ HXURYVRTEYGYHFH cubzQ GRZQ
(IWUDFWLYH

7KLV UHSUHVHQWY D GHFUHDVH FRPSDUHG WR WKH DQRGVH RI WLK%VSRUV\QJQ/\RFIQD@Q&HDU R 7&2
76 SHU PLOOLRQ HXURV UHVSHFWLYHO\ ,Q WKH WRWDO UBWH ERRN LQ WKH GLUHFW

HPLVVLRQV ILQDQFHG E\ %DQNLQWHU LQ 6SDLQ DQG 3RUWXJIDQxRFRRWIZLQRJ WR WKLV 3&%) PHWKRGRORJ\
LV PLO ZLWK DQ LQYHVWPHQW RI PLOOLRQ HXURYV JRRGVWXI1V

$FFRUGLQJ WR WKH GHVFULSWLRQ RI WKH PHWKRGRORJ\ DQG ARQVLGHULQJ WKH DXGLWHG QDWXUH RI WKLYV
UHSRUW WKH TXDOLW\ RI WKH LQIRUPDWLR( IR AP WFIDROH RLQRGbIDRUEPRosH UDWHG DW

EHVW WR ZRUVW DQG IROORZLQJ WKH FODVVLILFDWLRQ FORLAKWRHUD LQ WKH VWDQGDUG HVWDEOLVKHG E\
3&%) 3&HRUHQ WKLV UHJIJDUG LW VKRXOG EH QRWHG WKDW QWNKOPDOXIDFYXUIDRBKLHYHG ZKHQ
HPLVVLRQV FRUUHVSRQG WR YDOXHV GHFONBROHEHBRPBRQUKINCBE QG YHULILHG 7KLV
HQWLUH FRUSRUDWH ERRN &RQVWUXFWLRQ

PDWHULDOV
&DOFXODWLQJ WKH HPLVVLRQV ILQDQFHG LV HVVHQWLDO k%”uj_\P H PHRWDWLRQ RI WKH *URXS V
GHFDUERQLVDWLRQ VWUDWHIJ\ %DQNLQWHU KDV HVWDEOLVK éhv I|-|_| bVI)I%ﬁ Rﬁéﬂ%&/\b HVV IRU UHGXFLQJ DYHUDJH
HPLVVLRQ LOQWHQVLWLHY LQFRUSRUDWHG LQWR LWV 5LVN $S w V GHWDLOHG EHORZ ZLWK
PROQWKO\ PRQLWRULQJ %gUKNRVF EXLOGLQIV DR

7KH FRPSDULVRQ EHORZ VKRZV WKH GLVWULEXWLRQ RI ORDQ V%WIRO 6 RPISDQWHWESE %DQNLQWHU 6SDLQ DQG
WKH VHFWRU GLUHFW HPLVVLRQV DQG WKH FDUERQ IRRWSULOWVKEKQY VKRZV WKDW WKH PRVW SROOXWLQJ
VHFWRUV KDYH D ORZHU ZHLJKW LQ %DQNLQWHU V ERRN LF ZRUNV

DUDWLRQ IRU ZRUNV

EO

HS
DQVSRUWDWLRQ
WHULDOV DQG
HTXLSPHQW
PDQXIDFWXUH

6DOHV DQG VSDUH SDUWV
+RVSLWDOLW\
2WKHU VHUYLFHV
%DQNLQWHU
6\VWHP
5HODWLYH WR WKH JURVV DGGHG YDOXH RI WKH VHFWRU NW P

X
U
U
D

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

7KLV EHWWHU VWDUWLQJ SRLQW IRU %DQNLQWHU V ORDQ E
H[SODLQHG E\ D QXPEHU RI IDFWRUV

8 /IRZHU ZHLJKW Rl KLJKHU HPLWWLQJ VHFWRUV VXFK DV
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8 ,QYHVWPHQW LQ HQHUJ\ SURGXFWLRQ VHFWRUV KDV DOU HKXGY LHFHHDHQU IGHNARDUERQLVHG GXH WR

WKH VLIJQLILFDQW ZHLJKW RI UHQHZDEOH HQHUJLHV %DQNLQWHU KDV GHYHORSHG D SURFHVV WR LPSURYH WKH
7KHVH PHWULFV DUH PRQLWRUHG E\ WKH %DQN V ERDUG R| @IKDH¥F\WRUDIIHFW LWV ULVN ERRNV )LUVWO\ LQ WKH FDVH R
WR PRUWJDJHG SURSHUWLHV DQG VHFRQGO\ LQ WKH ULVN
&OLPDWH UDWLQJ RI FRPSDQLHV DIIHFW WKH SK\VLFDO DVVHWV RI WKH YDULRXV FRPSDQLHV
,Q 2FWREHU %DQNLQWHU LPSOHPHQWHG D UDWLQJ WRRWKIHRUW PEMAYWW\FKDQJH ULVN IRU DOO

FRPSDQLHV DV SDUW RI WKH SURFHVV IRU SURFHVVLQJ F %E D Q%Fgg\(é \}%/ %‘?ﬁ”ﬁ % ?x}n%
PHDVXUHV WKH FXVWRPHU V SURSHQVLW\ WR EH DIIHFWHGL} \|7s WPFHEY B85 X o L [%FL%L W LQ‘%LGHG LQWR
FRQVLGHUV YDULDEOHV UHODWHG WR WKH FRPSDQ\V DFWLYL®\ &YKHH QMR HUDRBUOLE B OV R REALD M IURH® WR IS KWY.FDO ULV NV
KHDGTXDUWHUV DQG IDFWRULHV DQG LWV WXUQRYHU DQG FUHGLWORRGQDW\ GHDNXW H G FDRWLARQI KI R QMAHWY QDWHY G UR X J

UDWLQJV SUHFLVH ORFDWLRQ RI WKH EXLOGLQJV RU WKH GH
%YHORZ LV WKH GLVWULEXWLRQ RI WKH ORDQ ERRN ZLWK ILQDQFLD%%@ J%&PW%&&J%&HE%YEM%QD%UQIFLVH LQIRUPL
'HFHPEHU UHVLGHQW LQ 6SDLQ DQG 3RUWXJDO RQ D OHYHO V DD FEJLIJ J R QV L t WR

FOLPDWH IDFWRUV e $Q DGMXVWPHQW IDFWRU LV FDOFXODWHG EDVHG RQ

$V FDQ EH R HRIYW&H H[SRVXUH GUDZQ ULVN SOXV XQGUDZQ FRPPY ngﬁﬁﬁi@%ug%??fu%giO'E)%'LRV\L/J\PDLV\\IIVL%QRHSVXE?J'&
FRQFHQWUDWHG LQ WKH WZR EIl v LWDWQ QW K®H K HDWH D\® GU R\QND \U D EOLVKLOJ WUHQGV

FKDUDFWHULVHG E\ WKH PRVW SROOXWLQJ DFWLYLWLHV

$V ZLWK WKH HPLVVLRQV ILQDQFHG WKLV LQIRUPDWLRQ LV UHSF?U\I\\;\/)-Eé-/\>\/>\/\{<%_\1 %gé@oa%@ux%%éog‘%\\ggﬁ\v%ﬁ/WINL H\UT:II_D%TJCL

WKH ULVN LQIRUPDWLRQ HYHU\ PRQWK H[SORULQJ LQ WKH ODWWHU FDVH WKH GLIIHUHQW

&RPPLWWHG $PRXQBK\FLHDWRYLVNYV 7UDQVLWLRQ ULVNV H[LVW ZKLFK DUH QRW OLPLWHG WR GDPDJH WR SK\\
5LVN &DUER®RWHQWLDOO\ TKURXJKRXW LQGLFDWRUV IRU WKHVH SK\WLFDO ULVNV
JURXs%- 6SDLQ %. 3RUWXADO .| 66 . bwHADOQG OHDNX WBLQDEOH DSSURYDO SURFHVV ERWK IRU PRUWJDJH WUDQVDFWLRQV

HUD RSHUDWLRQV 7KHVH SK\VLFDO ULVN LQGLFDWRUV DUH VXEP

ORZ FRPPLWWHH IRU WUDQVDFWLRQ DQDO\VLV
OHGLXP %HORZ LV D VXPPDU\ RI WKH FKDQQHOV FRQVLGHUHG WR GH

K WKH GLITHUHQW SK\VLFDO ULVNYV
9HU\

7RWDO

$FFRUGLQJ WR (8 7TD[RQRP\ DFFRUGLQJ WR WKH ODWHVW XSGDWH DGRSWHG LQ -XQ
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'LVFORVXUHV 5HSRUW

3LIOODU

WKH SURSHUWLHYV LQ JXDUDQWHH

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 ERRN
RSHUDWHYV



%HORZ \RX FDQ VHH WKH GLVWULEXWLRQ RI (QHUJ\ (IILFLHQT

$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 5HSRUW RQ WKH VWDWXV RI HQHUJ\ FHUWLILFDWLRQ RI EXLOGLQJV WU\ R 7 R ELOL G 3 .
8UEDQ SIHOGD HENPEHU 6 BXAEEY B R WL ESREY Wy 0 B BARLYE LRI IHUY B EEBWLILFDWLRQ 6\VWHP $'(1
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J)LQDOO\ WKH GLVWULEXWLRQ RI (QHUJ\ (IILFLHQF\ &HUWLILFDWHYV RI WKH %DQNLQWHU ERRN LQ ,UHODQG

7KH GHFDUERQLVDWLRQ SDWKZD\ IRU %DQNLQWHU *URXSiV
7KHUH LV FRQVLGHUDEOH URRP IRU LPSURYHPHQW LQ WKH HIIPPDHEPHRVY S RERH38 7 S W 3P PR 7KLV SDWK

EXVLQHVV REMHFWLYHV WKHUHIRUH LQFOXGH SURPRWLQJ EXLOGLQJ UHIXUELVKPHQW SURMHFWV PDNLQJ
ILQDQFLQJ DYDLODEOH WR SURSHUW\ RZQHUV DVVRFLDWLRCY 3K\VLEDY LWLW-N‘@SSURDFK QHHGHG IRU VXFK

SURMHFWVY WR EH SHUIRUPHG ,I ZH FRPSDUH ERWK GLVWULEXWLRQV ZH FDQ VHH LQ %D WHU V. ERRN
JUHDWHU ZHLJKWLQJ Rl WKH EHVW UDWLQJV WR WKH GHWUL7P‘$I'9WQF|2'1“’J/\P|@-W\W YRR, @*b\i\fl'zg é' &HQF\ HUWLILFDWI
XSSOHPHQWHG E\ YDULRXV 8K\V ULVN LQGLFDWRUYV

7KH UDWLQJV DUH XVHG WR GHWHUPLQH WKH HPLVVLRQV ILQRRFHOEDWRQANOQWKIEK WD NLRH UQw»RvDFaFRdmLQJ E\ ULY
WKH SURSHUW\ V HPLVVLRQV LQFOXGHG LQ WKH FHUWLILFDWH b W& HBR RWL GHU WKH VF RN HI IR HMVE KR B WS VD UMIORV FKHUH %
UHSUHVHQWDWLYH RI WKH DVVLIJQHG OHWWHU WKH W\SH RIUBYRSHUWO RIREY ®RBDWLRQUPORZW KN EOOPEMWNHRQH Q WKH
7KH IROORZLQJ FKDUW VKRZV WKH LQWHQVLWLHV RI HPLVVERQWULEORWFRGGE\ L WNHBRY -ROWVRQQHV 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 ILQDQFLQJ 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 FRQWULEXWHV WR EHWWHU FRYHUDJH RI WUDQVLWLRQ ULVNYV
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2Q 2FWREHU \HDU ZH ZLWQHVVHG QDWXUDO GLVDVWHU WKDW RFFXUUHG LQ WKH IRUP RI D

'$1$ DQ LVRODWHG GHSUHVVLRQ DW KLJK OHYHOV RI WKH DWPRVSKHUH UHVXOWLQJ LQ KHDY\ UDLQIDOO

DQG VHYHUH IORRGLQJ ZLWK SDUWLFXODUO\ FDWDVWURSKLF FRQVHTXHQFHYV LQ WKH SURYLQFH RI 9DOHQFLD

7KLV UDLVHV HYHQ PRUH DODUP DERXW WKH SRWHQWLDO FDSDFLW\ RI FOLPDWH FKDQJH WR FDXVH UDGLFDO

DQG LUUHYHUVLEOH GDPDJH DQG QRW QHFHVVDULO\ LQ WKH YHU\ ORQJ WHUP +RZHYHU RQFH VXFK

HYHQWY RFFXU LW DOVR WHVWV WKH DELOLW\ WR UHVSRQG DQG DEVRUE ORVVHV W LV ZRUWK QRWLQJ LQ WKLYV

UHJDUG WKDW 6SDLQ KDV LQVWUXPHQWY WR SRRO WKH GDPDJHV DVVRFLDWHG ZLWK QDWXUDO GLVDVWHUYV

WDNLQJ LQWR DFFRXQW WKHLU KLJK XQFHUWDLQW\ DQG WKH VHYHULW\ RI WKHLU HIITHFWV $GGLWLRQDOO\ WKH

KHDOWK FULVLV IRUFHG WKH GHYHORSPHQW RI D YDULHW\ RI ILQDQFLDO WRROV SD\PHQW KROLGD\V DQG

JRYHUQPHQW EDFNHG OLTXLGLW\ IDFLOLWLHV ZKLFK ZHUH LPPHGLDWHO\ GHSOR\HG IROORZLQJ WKH

SXEOLFDWLRQ RI 5R\DO '"HFUHH /DZ R1 1RYHPEHU 7KH RYHUULGLQJ SULRULW\ RI %DQNLQWHU

6 $ ZzDV WR XVH DOO WKH PHDQV DW LWV GLVSRVDO WR KHOS UHVWRUH QRUPDOLW\ LQ WKH DIIHFWHG DUHDV E\

FROQWDFWLQJ FXVWRPHUV DQG RIIHULQJ WKH DLG PHFKDQLVPV SURYLGHG IRU LQ WKH 5R\DO 'HFUHH

8OWLPDWHO\ KRZHYHU WKH DPRXQW RI WKH DLG JUDQWHG XQGHU WKLV 5R\DO '"HFUHH ZDV YHU\ OLPLWHG
PLOOLRQ HXURV DW WKH HQG RI LQ ,&2 OLQHV WR ZKLFK PLOOLRQ HXURV LQ

PRUDWRULXPY ZHUH DGGHG DQG WKHUHIRUH WKH SRWHQWLDO HFRQRPLF LPSDFW LQ WHUPV RI ORDQ

ERRN LPSDLUPHQW LV HVWLPDWHG WR EH YHU\ PRGHUDWH

$vV IRU WKH ULVN RI GHVHUWLILFDWLRQ WKLV LV KLJKHU GXH WR 6SDLQ V JHRJUDSKLFDO ORFDWLRQ DV
UHSRUWHG LQ WKH RULJLQDO VRXUFH 6RLO DQG GHVHUWLILFDVl\jI\_RK(?_JPDSSL J SXEOLVKHG E\ WKH OLQLVWU\

IRU (FRORJLFDO 7UDQVLWLRQ DQG WKH 'HPRJUDSKLF &KDOO'IJI%H-I K KLJK DQG PHGLXP ULVNV DUR DGGHG WKH\ Ul
IRWH KRZHYHU WKDW XUEDQ FHQWUHV DUH RXWVLGH WKL)

WKH JHRJUDSKLFDO GLVWULEXWLRQ RI WKH GUDZQ EDODQFH
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)LQDOO\ LQIRUPDWLRQ LV SURYLGHG RQ IORRG DQG GHVHU

$v FDQ EH VHHQ WKHUH LV D KLIJK FRQFHQWUDWLRQ LQ WKH PHWURSROLWDQ DUHDV RI 0ODGULG DQG
%DUFHORQD 6RPH GLVWDQFH EHKLQG ZRXOG EH 0ODODJD DQG WKH &RVWD GHO 6RO /HYDQWH 6HYLOOH

&DGL] DQG 3DOPD GH ODOORUFD 7KLV LV D PDLQO\ XUEDQ ERRN ZKLFK LQIOXHQFHV WKH DVVHVVPHQW
RI SK\VLFDO ULVNYV

,Q JHQHUDO HQYLURQPHQWDO GHJUDGDWLRQ LQ WKH DUHD LQ ZKLFK D SURSHUW\ LV ORFDWHG ZLOO KDYH D
VLIQLILFDQW LPSDFW RQ LWV YDOXH XQOHVV WKHUH DUH RWKHU IDFWRUV VXFK DV LWV SUR[LPLW\ WR DQ
HYWDEOLVKHG XUEDQ FHQWUH WKDW FRQFHQWUDWHY HPSOR\PHQW RSSRUWXQLWLHYVY VHUYLFHVY HWF )RU
WKLV UHDVRQ D UHILQHPHQW FULWHULRQ LV DSSOLHG ZKHUHE\ PHWURSROLWDQ DUHDV RU DUHDV FORVH WR
PXQLFLSDOLWLHYV ZLWK D PLQLPXP SRSXODWLRQ DUH DOVR FODVVLILHG DV XUEDQ 8QGHU WKHVH
FRQGLWLRQV WKH ULVN GLVWULEXWLRQ LV UHSUHVHQWHG LQ WKH IROORZLQJ JUDSK
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$XWRQRPRXV &RPPXQLWLHV (VWLPDWHV DUH WKHUHIRUH |
FHUWLILFDWH FDQQRW EH WUDFHG

, ] WKHUH LV D FHUWLILFDWH WKH SURSHUW\V HPLVVLRQV
HVWLPDWH WKH HQHUJ\ UDWLQJ WKH HPLVVLRQV FRUUHVSR
DFFRXQW LWV ORFDWLRQ FOLPDWH JRQH DQG SURSHUW\ W\

,Q WKH FDVH RI PRUWJ RXW RI D ERRN RI PLOOLRQ HXL
HVWLPDWHG HQHUJ\ HIILFLHQF\ FHUWLILFD HTXLY D ORKMWR X
ILQDQFHG WKRXVD HTXLYDOHQW LQ LPSO\LQJ DQ D)

WRQQHYV SHU \HDU SHU PLOOLRQ HXURV RI GUDZQ EDODQ
WKH WRWDO GUDZQ DPRXQW DVVRFLDWHG ZLWK DOO SURSH
KDV REVHUYHG HPLVVLRQV UHSRUWHG LQ WKH HQHUJ\ HIIL
SHUFHQWDJH DQG WDNLQJ LQWR DFFRXQW WKDW WKH HVWL
WKH VXUIDFH DUHDV RI WKVFF LQ UHODWLRQ WR WKH TXDOL
LOQIRUPDWLRQ LV RQ D VFDOH IURP EHVW WR ZRUVW
ZKHQ HQHUJ\ FHUWLILFDWLRQ LV DYDLODEOH WKH HPLVVLI
DGRSWHG VR DQ HVWLPDWH EDVHG RQ WKH ODEHO LV QRW
HYDOXDWLRQ PHWKRGRORJ\ IRU VFRUH ZKLFK LV ZKDW |
FHUWLILFDWLRQ

$VVHVVLQJ FOLPDWH DQG HQYLURQPHQWDO ULVNV SRVHV D
VHYHUDO UHDVRQV

J)LUVWO\ WKLV LV EHFDXVH RI WKH FKDUDFWHULVWLFV RI
HVSHFLDOO\ WKRVH RI D FKURQLF QDWXUH WKH HIIHFWV RI .
WKH YHU\ ORQJ WHUP W LV WKHUHIRUH QRW RQO\ D PDW)
ZLWKVWDQG D WHPSRUDU\ VKRFN EXW DOVR RI EHLQJ DEOF
WKDW LQWHUQDWLRQDO FRPPLWPHQWY WR UHGXFH HPLVVLR

$00 DQDO\WVLVY PXVW EH VXSSRUWHG E\ YHULILHG LQIRUPDWL
WKDW WKH DYDLODEOH GDWD LV ERWK VXIILFLHQW DQG UHO
VWLOO VFDUFH DQG HVWLPDWHY KDYH WR EH XVHG DERXW Z

(YHQ WKHVH ILOWHUHG GHVHUWLILFDWLRQ ULVNV DUH FRQFHQW UDMHERVR GFREVW DR MURER YUY BEWXY HZKHPHLIPW WM UL
QRW REYLRXV ZKDW LPSDFW WKLV ULVN PD\ KDYH VSHFLILFO3@RR QW KH Y P QRWR Kk $/diH LA ®HRY GHYHORSLQJ FHUWDLQ
(PLVVLRQV ILODQFHG FRQVROLGDWLQJ FRPPRQO\ DFFHSWHG PHWKRGRORJLFDO DS

UHIHUHQFH
:LWK UHJDUG WR %DQNLQWHU *URXSiV PRUWJIDJH ERRN WKH FDOFXODWLR§ gll_'HPLVVLR V LV FDUULHG R
L

X W
XVLQJ (QHUJ\ (IILFLHQF\ &HUWLILFDWHYV $OWKRXJK LW LV FXWPHIWOWVKHY dLES DWW ¥ u g & b W\ PPMMPM) WR PDNF
DQG VDOH WUDQVDFWLRQV H[FHSW WKRVH WKDW DUH H[HP&$WLRRW H RREL 1 WKbw HR Y LARR RRRAW Kk HLH WASRIX SwikRY GHFLG
WUXWK LV WKDW LQ RUGHU WR H[WHQG WKLV FDOFXODWLR& WrR QKH- R Wikdh ERRRH 1O @V Vo REERYHIUY BVR RXW REMMWEE

DQ HVWLPDWH RI WKH HPLVVLRQV UDWLQJ RI PDQ\ SURSHUWIX® VAPHVYZYLRR BRWE YL WKDO WR Wk H e EINLIRQYWLWXWLRQV
FRQWUDFWHG D VHUYLFH WKDW DOORZV LW WR WUDFN H[LVWLQJ FHUWLILFDWHYV LQ DOO SXEOLF UHJLVWULHV RI WKH
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%RRN DOLJQPHQW SURJUHVYV DJDLQVW WDUJHWYV 6HQVLWLYLW\ DQDO\VLV

6HQVLWLYLW\ DQDO\WLYV LPSDFW RI SRWHQWLDO HYHQWV DIgP®\RDWHZK DO LW ORG HR/I \DVBYHWW HVHV WYV LV HVVH
VFHQDULRYV UHFXUULQJ VHOI DVVHVVPHQWY RI FDSLWDO UHTXLUHPHQV

(ISRVXUH PHWKRG DVVHVVPHQW RI LQGLYLGXDO H[SRYROMUQFR FoLPDWH ULVNV :H H[SODLQ
HDFK RI WKHVH WKUHH OLQHV RI ZRUN LQ PRUH GHWDLO EHKMREZXURSHDQ &HQWUDO %DQN LV FRPPLWWHG WR SURPRW
OLPDWH VWUHVV WHVW H[HUFLVH IRU WKH IL
‘H H[SODLQ HDFK Rl WKHVH WKUHH OLQHV RI ZRUN LQ PRUH %%&\P&i'@é:ﬁrgd}sﬁ OV TRV LV D ILUVW HEHUFLVH GHYHORSHC
%RRN DOLJQPHQW XQFRQVROLGDWHG PHWKRGRORJLFDO VXSSRUW +RZHYHU \

L(?NWHU DO DSSURDFKHV WR WKH DVVHVVPHOQW Rl FOLPDWH L
$V PHQWLRQHG LQ WKH SUHYLRXV VHFWLRQ %DQNLQWHU HVWLPDWHV LWV HPLVVLRQV ILQDQFHG IRU KRVH

PRUH VLJQLILFDQW H[SRVXUHV LQFOXGLQJ WKH HQWLUH FRUSFRUPDWSP IEW RNL RO WA IRG NH @QWIHWIL I 8 D WK IDQB[HUFLVH RQO\
%DQNLQWHU 3RUWXJDO DQG WKH PRUWJDJH ER%DQNMXWH®GLYEWXBOW\RRQ PONUOQ\WH U VSIS LHPLVVLRQV RI WKH ODUJF
,UHODIEG %DQNLQWHU 3RUWXJIDO 2QO0\ WKH %DQN V LQYHYVRWPHBWLIF® W8 & LNRLUG JMKdv U RGHUMWL B R UKNMHIDGHDY FROODWHUI
JXDUDQWHHV LV H[FOXGHG IURP WKLV SHULPHWHU ZKLFKGHYHWRSELEDVARIRZD GNLRYWWUYLWA PRPWOAHY VWUHVYV WHYV
FRPSRVHG Rl WUDQVDFWLRQV ZLWK SOHGJH FROODWHUDO SHUV

ZLWKRXW D VSHFLILF SXUSRVH )RU H[DPSOH DXWRPRELOH ?i%%ngwgm%ﬁ%ﬁﬁﬁgéwﬁgggégEf%/gf,v\’\(_bimjl
WKH *URXS DQG LV QRW UHTXLUHG XQGHU WKH 3&$%) PHWKRG UYLVRUV DQG RWKHU REVHUYHUV LV EXLOGLQJ D IL
7KLV LV QRW RQO\ LPSRUWDQW IRU VHWWLQJ DQG PRQLWRUGHILQHND DERN® DWVHW IQR® B U RFHWWH ORY RIQONO EHHQDULRYV

GHVFULEHG LQ WKH QH[W VHFWLRQ EXW DOVR DOORZV FKD UDFWRMHFRW OB QWK R | FFREOAMIQSPUD WALRIDE Q H G IRVHFRQW B O BVW DQ
LQGLUHFW HPLVVLRQV E\ DFWLYLW\ EUDQFKHY D FRUH DVSHF®URULGHY W Wi YHQW IDWIDHOA VA LMW K DW WKH YHU\ OHDVW D

$OWKRXJK WKLV LOYROYHY LGHQWLI\LQJ HPLVVLROV DW WKH sy ik BOR SR FEIHGHR B, WiKY SURFRWLIDWLERRY -V UQ!
Q Q Q Q RXW BT WKH 'GLITHUHQW "HQWLWLHYV K "SURJUHVVY PDC
VFRSHV WKURXJK HQHUJ\ FRQVXPSWLRQ DQG LQGLUHFW VFREGRWIHZRUWK~ SBUWLEXODUG\"WRH VR FDOOHG SKDVH .9 R

7KLV PHDQV ZH DOVR QHHG WR DSSO\ WKH FDUERQ IRRWSEATHD G\ HSODL L RO PDWHULDOLW\
FRQFHQWUDWLRQ RI HPLVVLRQV LQ WKH ILQDO SURGXFWV RIZEWL VLWL B EY DEXWH "5 K\ WEREBY U \ONHWY 1B O H DUOHI X
G

FHUWDLT H"SK
WKH HPLVVLRQV QHFHVVDU\ IRU LWV SURGXFWLRQ DQG IURP Wblﬁ&&dwgugplﬂw@Qg%H Xele VMVId)QgD\(/'WJYILIB LW 7DV DO
WKDW IRUP SDUW RI WKH DGGHG YDOXH RI WKH SURGXFW HIIHFW RQ JURZWK FRXOG QRW EH LIJQRUHG DOVR FRQVLG

$ YHU\ UHOHYDQW DVSHFW ZKLFK UHTXLUHV DGDSWDWLRQ LY WKHE %Ehl-‘ul\bBId@\(ﬁlpﬁLV@d(\DQFVAﬂ'@HQWWDMGWUHbWPLVVLR
HPLVVLRQV D OLPLWDWLRQ WKDW LV HYHQ PRUH SURQRXQFH G \@rWKHWHPY B Riy ik QALY HEW BRI WHROYV LWLRQ VFHQDUL

%DQNLQWHU KDV D GLYHUVLILHG ERRN ZLWK H[SRVXUHV LQ D BOVWHFB8RME R H R WKpDBYO\ DRIBVEN &I X IAIF\WE RQ GLITHUHQV
FRPSDQLHV WKDW IRU WKH WLPH EHLQJ DUH QRW UHTXLUHG P BRQ FIRRWS WKQW MvRd HWKH | - RRI® BSWRESX FYRY ZKLFK LQ
WKLV UHDVRQ DGDSWDWLRQ FRQVLVWV RI KDYLQJ WKH FDSDWKWRNK REPWEHQFKOERYL & RES YHWMN BIdh IPR4QRPUG SURSI
RIILFLDO VWDWLVWLFV RQ HPLVVLRQV LQWR WKH DWPRVSKHtERQé'ﬁLﬁﬁ\NHGLW\Rv\M'ﬁWNL)/\(/KFM?U-\MKHEWWGHV\BlkLD\/VHFWRU C

HVWLPDWLRQ H[HUFLVH DOVR VHUYHV DV D FRQWUDVW ZKHQ WERUPBWIRW SQRRYEREGDMHNVKRLYNPBRY LHYWR WKH 1LQD
WKHPVHOYHV LV DYDLODEOH DVVXPH WKDW WKH HIITHFWV RI VXFK VKRFNVY ZLOO QRW VS

SURGXFWLYH VHFWRUV LQ DQ HFRQRP ZKHUH DFWLYLWLF
)XUWKHUPRUH LW PXVW EH WDNHQ LQWR DFFRXQW WKDW ILQDREBROFXQYW bW OW WARQV b P b |:UR|—63\,L POFPLWPWRHVZDU |
FDQ FRQWULEXWH WR WKH WUDQVIRUPDWLRQ WRZDUGV D VXVYPRd QEO HDHFRRRFD SV WK H Q@R 1R WDK\DR(FHUW VLIKWHG

WKH FDSDFLW\ WR OHDG WKH FKDQJH 7KLV PHDQV WKDW WK EHRKNYWL B HWRHBORRILVEW 4R 4 REVHFWLYHV
FDQQRW EH VHSDUDWHG IURP WKH IXOILOPHQW RI WKH JHQHUDO REMHFWLYHV VHW DW ERW LRQDO DQG

K QDW
(XURSHDQ OHYHO 7KH PRQLWRULQJ RI WKH *URXS V SRUWIRQO®LRIPRPWLAK¥IDHYRORRIEWMHYD gt gl ZWW Y RGDY 7KH VFHQEL
WKH JHQHUDO SDWK RI HPLVVLRQ UHGXFWLRQV UHGXFH HPLVVLRQVY DUH FKDUDFWHULVHG E\ LQFUHPHQWD

JURZWK GHULYHG IURP WKH HIIHFWV RI ULVLQJ WHPSHUD

RYHU WKH YHU\ ORQJ WHUP W VKRXOG DOVR EH QRWHG
DGDSWLQJ WKHLU H[SRVXUHV WR D FKDQJLQJ UHDOLW\

—

=
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WUDQVIRUPDWLRQV WKDW KDYH RFFXUUHG LQ UHFHQW&BHBBGEWHL.Q6UHDDWWLRRH WR WHFKQRORJ\
RIIVKRULQJ RU GLVWULEXWLRQ PRGHOV (QWLWLHV DUH DGD Jéév W Y o|§ I—B l§><<
GHPDQG IRU YLDEOH FUHGLW UHVXOWLQJ LQ ORDQ ERRNYV \ i I é 'vv'g }lé\:l P,M/LJVK’HQ ;’\;(f/'j/v
LV WKHUHIRUH GLIILFXOW WR GHWHUPLQH IRU H[DPSOH 1 %L\VQ_ @H s H(/’\;‘) ’ %'%?R\?\ulﬂ:w BRI HDONLOWHU
(0]
SRWHQWLDO LPSDFWV WKDW ZLOO PDWHULDOLVH RYHU WKH? us ORIV W H LOIRUPDWLRO RO HVWLPOWHG HPLY

+RZHYHU WKH SHFXOLDULW\ RI QRW DFWLQJ DJDLQVW WKH FKHWRRERORI\LUUHYHUVLEOH HIIHFWV RI ULVLQJ
WHPSHUDWXUHYV LV WKDW WKLV ZLOO SUREDEO\ OHDG WR D FRg\%HWI OR&I&U LhREgIK B\%ﬁ JBWI{\HEH’—?

nG | Ii R W LP U I HDFK FXVW
YRODWLOLW\ UHVXOWLQJ IURP JUHDWHU H[SRVXUH WR DFXWH éI_KD I'RJ WQWKHP HVSHFLDOO\ RQ WKH KLJKHVW ULV

8QGHU WKHVH FRQGLWLRQV LW LV SRVVLEOH WR IRUHVHH JWHDW WWH G [WR VXWQIHP AR HI DD AMKDHD HIQLYWINVR QFKH@W LQ GHFL)Y
ZRXOG UHTXLUH KLJKHU FDSLWDO QHHGV LI WKH VFHQDULR PDOVWREFHNOLYIHWK FXVWRPHUV ZKRVH WUDQVLWLRQ ULVN LQG

([SRVXUH PHWKRG ODQGDWRU\ TXHVWLRQQDLUH 7KLV JU XSRUMKXHHERRMN

\Q VXFEK FDYHV WKH UHODWIRQVKLS PDODIHU VWDUWYV D
7KH H[SRVXUH PHWKRG FRQVLVWV Rl XQGHUVWDQGLQJ WKH URKNY WReF#HFKLFKYWRPHUV DUH H[SRVH

DQG KRZ WKH\ DUH PLWLJDWLQJ WKHP RU SODQ WR GR VR 7KLV LV DQ HVVHQWLDO DSSURDFK WR
GHYHORSLQJ DQ LQFOXVLYH GHFDUERQLVDWLRQ VWUDWHJ\ DV ZLO® EHRH[EQ®G LRHWE W M-KH RSH QL RRLRQY KRZ FOLPDWH |

DFWLYLW\ ERWK DV D UHVXOW R| SK\WVLFDO ULVNYV D(
7KH *URXS WKXV UHOLHV RQ DOO WKH LGHQWLILFDWLRQ DQG PHDVXUHPHQW WRROV GHVFULEHG LQ VHFWLRQ

RI WKLV FKDSWHU 6SHFLILFDOO\ WKH FOLPDWH UDWLQJ DSSOLHGR.OLW@RHRERU SR B B W HMKHALW RYOVIRQYY WNR UHGXFH
DV D FODVVLILFDWLRQ WRRO ZLWK WKH SULPDU\ REMHFWLYH RI SDRNLGLWY BUzZDHG XEG I QIE MW LSR WHHOHMKORXVH JDV F
FOLPDWH ULVNV IRU FHUWDLQ FXVWRPHUYV DQG LQ WKLV ZD\ IDFLBEWRDWD QW DVNKRWH WKBU FIRW 8B Q6 LKW JXMWDEOLVKH (
ZLWK WKHP DFWLYLW\ DQG WKDW LW FRPSOLHV ZLWK LW

JLUVWO\ WR XQGHUVWDQG WKHLU UHDO H[SRVXUH DFFRUGLQJBWR RVKHQISF \R XKWL W EHRWX W KWK H DLQMHRVW HQWY SODQQ

SRVVLELOLW\ WKDW_%DONLQWHU PD\ FROODERUDWH
6HFRQGO\ WR HQFRXUDJH WUDQVIRUPDWLRQ SURMHFWV 1DFLQLMPWHRY WY Qi BHGWAM\ TLQDQFLDO

DVVLVWDQFH
7KH LOIRUPDWLR REWDLQHG LQ WKLV FROYHUVDWLRQ PXV

,Q RWKHU ZRUGV WKLV PHWKRG LV HVVHQWLDO QRW RQO\ WREH®W HY X %\éWLI%QK@,KﬁélegﬁlgWﬁvléHh\q%;\iRﬁ‘)QgLVN ERPPL

LQFRUSRUDWH WKHP LQWR GHFLVLRQ PDNLQJ EXW DOVR DV DQ LQVWUXPHQW IRU H YHORSPHQ
VXVWDLQDEOH ILQDQFLQJ 7R KHOS LQ WKLV SURFHVV WKH FOLPDWH UDWLQJ LV DX

FRPPLWWHH PHHWLQJV }%LHOGV KDYH DOVR EHHQ LQFOXGHC

,Q JHEUXD U\ %DQNLQWHU V ERDUG RI GLUHFWRUV DS%HWK“@S@F@WBgPQXW WRWYBRUPDWERRQ IURP WKLV FXV
DGMXVWPHQW WR WKH PRGHOV XVHG WR HVWLPDWH FUHGLW LPSDLUPHQW DOORZDQFHV LQRUGHU WR FRYHU

FOLPDWH DQG HQYLURQPHQWDO ULVN IDFWRUV LQFOXGLQJ EXVLQHRAYHIWLER @ SHQ B K3 RIURDX b VONYG )R W G1DFE FXVWRPH

7KLY DGMXVWPHQW DPRXQWHG WR PLOOLRQ HXURV DW WKHSHB&L®IHG RI KRZ SK\VLFDO ULVNV DULVLQJ IURP FOLPDW
EXVLQHVV DFWLYLW\ 7KLV DVVHVVPHQW LV LQFOXGHG
VXEPLWWHG WR WKH ULVNV FRPPLWWHH IRU FRQVLGHUDW|

,QFOXVLRQ RI FOLPDWH FKDQJH ULVN LQ WKH FUHGLW ULV NSRBIV HIFKPRUWIDIH EDFNHG WUDQVDFWLRQV
,Q RUGHU WR LQFOXGH WKH ULVN RI FOLPDWH FKDQJH LQ \/\7R}{f|1|" @W@%%@V@%P@JS%%\&%QVS\PROEH&OMLL@IEIQIZFGK%\VLQIRUPD

WDNHQ WKUHH LPSRUWDQW VWHSV WKH SURSHUWL KDW DFW DV FROODWHUDO IRU ORDQ\

WKH %DQN V LQIRUPDWLRQ V\VWHPV VXFK DV FOLPDWH JRQF
D ,QFOXGH LQIRUPDWLRQ UHODWHG WR FOLPDWH FKDQJH ULVN L% ULVN SURSRVDOV
E ,0Q GGLWLRQ D SK\WLFDO ULVN LQGLFDWRU KDV EHHQ |

DSSURYDO SURFHVV LQGLFDWLQJ KRZ WKHVH ULVNV DULVL
SURSHUWLHYV SURYLGHG DV FROODWHUDO IRU WKHVH WUDQ\
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VXEPLWWHG WRJIJHWKHU ZLWK WKH UHVW RI WKH LQIRUBKWWRQQWRLOLKH SRIOANNY FRPPLWWHH IRU

FRQVLGHUDWLRQ 6HH LQIRUPDWLRQ LQ FKDSWHU %XVLQHVV VWUDWHJ\ D(
7KLV LQIRUPDWLRQ LQ DGGLWLRQ WR VXSSRUWLQJ ULVN Dg{iﬁ,l Y%ﬁﬁéﬁ? ngg/v VKRXOG DVVLVW WKH EDQNiV
EUDQFK QHWZRUN LQ LWV FRPPHUFLDO DFWLYLW\ E\ JHQHU L@Q éb H EXVLQHVV E\ LGHQWLI\LQJ

ZKLFK FXVWRPHUV KDYH WKH JUHDWHVW QHHG WR LQYHVW TRHGHGPRESRUNWWRBQRS UFOMIFBW/W O 0Q SWRKNWUHORMWR—H WKH EXV
PD\ UHTXLUH ILQDQFLQJ FDSDFLWLHV WR DVVHVV WKHLU HIITHFWV LQ WKH ORQJ DQG Y

2QFH WKLV LQIRUPDWLRQ KDV EHHQ FROOHFWHG IRU HDFK7 R WDIQYWBWORQ IUHIHD W LA/HND BRIP X & WAV BXEW\ WKDW FDQQ
DSSURYH WKH SURSRVDO FRQVLGHULQJ ZKHWKHU WKH FOLRIDWN WRLVINPEKBKPOBOL Q YO SHQFH LB WQDIOWR GEHIFBHMYNQW FW LR C
DVSHFWV RI SULFH WHUP DPRXQW DQG JXDUDQWHHY 'XULQIUDSSPRYEWY WKDHWODQON BRUVHOENMUWR DFKLHYH 7KH DSSUR
7KH LQGLYLGXDOV ZKR DSSURYH FUHGLW ULVNV DUHY DYRR %2’ V§DD H AW BN WKH (XURSHDQ
FOLPDWH ULVN DV FOLPDWH ULVN LV XQGHUVWRRG N § WW %/g 9y ' %H : EEUJ ':DUEHS\'/‘X'VO'[E
FUHGLW RSHUDWLRQDO UHSXWDWLRQDO OLTXLGLW3G W éQD \(7(/FH SR e
PDQQHU ,Q RUGHU WR LQFRUSRUDWH WKHVH DQDO\VK é N %’a ¢ EW/SJ\GXQGHU W?(H

% N ;'5 Q)Eé W\ CHV

WhRVWHUPLQROR I

K
0
WKH %DQN KDV WKH UHOHYDQW SROLF\ GRFXPHQWVV U%% @J % M’500\ WKRVH ZKHUH DF
G G/Veé
%DQNLQWHU ZDQWV WR LPSOHPHQW DQ LQFOXVLYH w%&%&gﬁ%ﬂo\%%%w LZO{KK\}EN%H U VWG(SQ’ DQG 66
FROODERUDWLQJ ZLWK FRPSDQLHY DQG LQGLYLGXDOV HIL, JHV LP Lg).] EZ\VWL%% & VNV WKDW PD.

VXIILFLHQW WUDLQLQJ WR XQGHUVWDQG DQG DSSURYH

DFWLYLWLHV WKDW HPLW OHVV JUHHQKRXVH JDVHV ERRNY
F )RU WKH &RUSRUDWH 60( %DQNLQJ ERRN WKHUH LV D%E,Qg;éggm%%ﬁ%\d% WKH SLYN $SSHWLWH
JUDPHZRUN WKDW OLPLWV LQYHVWPHQW LQ FOLPDWH ULVN 8 5 A g '+ Lk wr RI
WKH &RUSRUDWH 60( %DQNLQJ ERRN LQ 6SDLQ DQG 3RUWXJDO

%DQNLQWHU UHFRJQLVHYV WKDW WKH ILQDQFLDO VHFWRU PX:
JRU WKH PRUWJDJH ERRN WKHUH DUH UHVWULFWLRQV IRU WKUDOR/WN WP CQWHLRIO WIREDHQ N\ &N Y WWID FOWMHOH HFRQRPLF PRG

JLUVWO\ OLPLWLQJ PDQXDO DSSURYDO WR WUDQVDF @fﬁ\mﬂ@'ﬁ@'}(ﬁ%5‘%%%%5%%%&%@@% VL'J*I;JV\\(ILHQGJEVQ’T_'JV

*
) RU DQG ZLWK WLIKWHU HITRUW UDWLRV &RPSDFW 1HWZRUN DQG LWV DGKHUHQFH WR WKH 81(3 ), DQC
JXUWKHUPRUH WKRVH WUDQVDFWLRQV ZLWK ) RU * FDWRUWK\ GRW WQJ LW R /W VE WIKQWSDUM RS SWRIYWHBGOOLDQFH PHDQ
PDQXDOO\ ZLOO KDYH WR WDNH LQWR DFFRXQW D SRVVLEBRUUHAMBHRIML QQ WKRH W VI RUMWD QAIXOUMHGCWR YRYWYWQW DFWI
LQ LPSURYLQJ WKLV FHUWLILFDWH RI WKH 3DULV $JUHHPHQW RQ FOLPDWH FKDQJH 7KH %DQN K
FRUSRUDWH DQG PRUWJDJH ERRN ZKLFK LV WKH PRVW UHOH
DQG ZLOO EH UHYLHZHG SHULRGLFDOO\ ,Q WKH FDVH RI

%DQNLQWHU LV LQ WKH ILQDO SKDVH RI GHYHORSLQJ D EXRYBRQ WV WHAIINWHSE R XRS \F(Hy WYARHGY DY WKV VEKIHNRHGRQH LQ UH!

FRPPLWPHQWY 7KLV LV EDVHG RQ IRXU SLOODUYV VHH VHFWLRQ HPLVVLRQV RIIVHWWLQJ
6XVWDLQDELOLW\ SROLF\ $V PHQWLRQHG DERYH WR GHOLYHU RQ WKLV FRPPLWPHQW
] RZQ GHFDUERQLVDWLRQ VWUDWHJ\ DSSURYHG E\ WKH *UR>
6FHQDULR DQDO\VLV &€ SURVSHFWLYH DSSURDFK VXVWDLQDELOLW\ DQG DSSRLQWPHQWY FRPPLWWHH 7KLV L
'"HFDUERQLVDWLRQ VWUDWHJ\ WDUJHWV IRU WKH LQWHQVLW\ RI HPLVVLRQV ILQDQFHG WR
SODQV ODLG GRZQ LQ 6SDLQ V ,QWHJUDWHG 1DWLRQDO (Q
%XVLQHVV ZLWK (6* FULWHULD FRXQWHUSDUWY LQ 3RUWXJDO DQG ,UHODQG 7KHVH HPLVVL

L&;Dqu L%WI}_'RQ RI WKH FRPPLWPHQWY PDGH |
'O WKLV VHFWLRQ ZH ORRN DW WKH SURJUHVV ZLWK WKHVH %@.&é’ﬁ(@ﬁ%h \\;{7' L S DUEROLVDWLRG SDWK 2DtV
DFWLYLWLHY DQG KRXVHKROGV ZKLFK DUH XVHG DV D UHIHL
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7KH GHFDUERQLVDWLRQ PHWULF IRU WKH &RUSRUDWH 60( %DQNLQJ ERRN ZKLFK LQFOXGHV WKH PDLQ
JUHHQKRXVH JDV HPLVVLRQ LQWHQVLYH DFWLYLWLHYVY LQ %DQNLQWHU V ORDQ ERRN ZDV DXWKRULVHG E\
%DQNLQWHU V ERDUG RI GLUHFWRUV LQ DQG KDV EHHQ PRQLWRUHG PRQWKO\ VLQFH WKHQ DQG
LQFRUSRUDWHG DV DQ LQGLFDWRU LQ WKH 5LVN $SSHWLWH )UDPHZRUN

YRU D JURZLQJ EDQN VXFK DV %DQNLQWHU WKHVH REMHFWLYHV KDYH EHHQ GHILQHG LQ UHODWLYH WHUPYV
DQG IRU WKLV UHDVRQ WKH %DQN V '"HFDUERQLVDWLRQ 30DQ UHIHUV WR LQWHQVLWLHY HFRQRPLF LQWHQVLW\
RI HPLVVLRQV HPLVVLRQV PHIDPDOUH®R Q HWRR\WQ RV LRI Y&V WP HQW

*LYHQ WKDW LQ WKH FDVH RI %DQNLQWHU WKLV &RUSRUDWH 60( FXVWRPHUV ERRN LV ODUJHO\
FRPSRVHG RI PHGLXP RU VPDOO VL]HG FRPSDQLHV LW LV FRQVLGHUHG WKDW WKLV HFRQRPLF LQWHQVLW\
PHWULF KDV DGYDQWDJHV RYHU RWKHUYV

8 , W DOORZV WKH LQWHQVLW\ RI DOO VHFWRUV WR EH FRPSDUHG E\ XVLQJ D KRPRJHQHRXYV
PHWULF

8 W DOORZV IRU DQ HVWLPDWH RI WKH HPLVVLRQV ILQDQFHG EDVHG RQ VHFWRUDO GDWD IURP WKH
,1( FRPSDUHG WR WKH GLIILFXOW\ RI XVLQJ DQ DFWLYLW\ PHWULF RQ ZKLFK ZH ZRXOG ILQG PRUH

GLIILFXOWLHV IRU LWV HVWLPDWLRQ

7KLV GHFDUERQLVDWLRQ SDWKZD\ RI WKH 6SDLQ DQG 3RUW
8 ,W DOORZV JOREDO FRQFOXVLRQV WR EH GUDZQ IURR dHdk &'Rd L HHWARRR No --p\bVo YRR XIHFTRKUW XD D PRQWKO\ ED!
DOLJQPHQW ZLWK REMHFWLYHYV WKH DFWXDO XSGDWHG GDWD DQG WKH UHVXOWV DUH PI

,Q H[SHULHQFH DQG FRQILGHQFH ZHUH JDLQHG LQ WKH BRFbYERYPDPIMKYRQERSW UtE FRR L WAV HG LQ WKH FKD
IURP PRUWJDJHG SURSHUWLHV XVLQJ WKH VDPH HFRQRPLPLO®WRS WRMDQ/\SL"IQEE%\QH@W% SURSHUW\

HPLVVLRQV REWDLQHG WKURXJK WKH (QHUJ\ (IILFLHQF\ &H\WblhsRWE\ PR QURWVAIFIEGMN RI WKYWYNKEHFDUERQLVDWLRQ SDV
H[HFXWLYH FRPPLWWHH DXWKRULVHG WKH LQFRUSRUDWLRREQR! 3R QM) BH WYLk kRoVEKHD REVN $SSHWLWH

JUDPHZRUN EDVHG RQ WKHVH LOQWHQVLWLHY DQG WKHLU UHGXFWLRQ WKURXJKRXW
'"HFDUERQLVDWLRQ WDUJHWYV HRUPQHIBRORNQWLWLHYV 7Q &2

'"HVSLWH %DQNLQWHU KDYLQJ D EHWWHU VWDUWLQJ SRLQW WKDQ WKH V\VWHP DV D ZKROH DV LW KDV OHVV
LQYHVWPHQW LQ WKH VHFWRUV ZLWK WKH KLJKHVW HPLVVLRQV WKH WDUJHW SDWKZzZD\ LV VLPLODU WR WKH
SDWKZD\ LQ WKH 31,(&

$FFRUGLQJO\ WKH WDUJHW IRU ZDV WR DFKLHYH D UHGXFWLRQ LQ HPLVVLRQV LQWHQVLW\
ZKLFK KDV EHHQ DFKLHYHG ZLWK D IXUWKHU UHGXFWLRQ EHWZHHQ WKDW \HDU DQG
FRPSDUHG WR GDWD ZKLFK VWRRIBUDRLOOLWR HXHNRWRIR&EALQYHVWPHQW

7KLV VORZHU LQLWLDO SDFH LV MXVWLILHG E\ WKH IDFW WKDW HIIRUWY LQ WKH ILUVW \HDUV RI WKH QDWLRQDO
SODQ DUH IRFXVHG RQ WKH HOHFWULFLW\ SURGXFWLRQ VHFWRU ZKLFK LQ WKH FDVH RI WKH %DQN LV
SUDFWLFDOO\ GHFDUERQLVHG $OWRJHWKHU WKLY UHSUHVHQWY D WRWDO GHFUHDVH RI PRUH WKDQ , W
VKRXOG EH QRWHG KRZHYHU WKDW WKHVH JRDOV DOWKRXJK DOLJQHG ZLWK WKH RIILFLDO HPLVVLRQV
UHGXFWLRQ SODQV RI WKH PDLQ FRXQWULHV ZKHUH WKH %DQN LV UHSUHVHQWHG 6SDLQ DQG 3RUWXJDO

DUH QRW YDOLGDWHG E\ DQ HBFHHQBEBY BRUHUXHAKUDNVWWIQLWLDWLYH

7KLV SDWKZD\ LV XSGDWHG DV GDWD LV REWDLQHG IURP RIILFLDO VRXUFHV 1DWLRQDO 30DQV ,1( GDWD RQ
VHFWRUDO HPLVVLRQV DQG LQWHUQDO GDWD IURP %DQNLQWHU V FRUSRUDWH ERRN &RQVLGHULQJ WKH ODWHVW
XSGDWH ZLWK JUHHQKRXVH JDV HPLVVLRQV GDWD IRU WKH 6SDQLVK HFRQRP\ SXEOLVKHG E\ WKH

IDWLRQDO 6WDWLVWI , QMMALEDAQWNHY . 6HHRUERQLVDWLRQ SDWKZzZD\ LV DV IROORZV
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7KH PDLQ REMHFWLYH RI WKLV GHFDUERQLVDWLRQ SDWKzZD\ LV WR UHGXFH WKH HPLVVLRQV ILQDQFHG E\
HDFK PLOOLRQ HXURV LQ WKH ORDQ ERRN LQ WKH HQWLUH %DQNLQWHU ERRN +RZHYHU DOWKRXJK WKLV
JOREDO REMHFWLYH LV WKH PHWULF XVXDOO\ UHSRUWHG ERWK LQWHUQDOO\ DQG H[WHUQDOO\ D VHULHV RI
VHFWRUDO VXE REMHFWLYHV DUH PRQLWRUHG XVLQJ LQIRUPDWLRQ RQ HVWLPDWHG RU DFWXDO HPLVVLRQV
E\ VHFWRU RI DFWLYLW\ IRU WKH %DQN V HQWLUH &RUSRUDWH 60( %DQNLQJ ERRN DQG YLD WKH QDWLRQDO
VWDWLVWLFV LOQVWLWXWHY |IRU DOO HFRQRPLF DFWLYLWLHYVY LQ ERWK 6SDLQ DQG 3RUWXJDO

6SHFLILFDOO\ WKHVH VHFWRUDO JURXSV DUH WKH IROORZLQJ DJULFXOWXUH LQGXVWU\ WUDQVSRUWDWLRQ
HQHUJ\ DQG RWKHUV ZKLFK ZRXOG DOORZ XV WR DQDO\VH FDXVHV RI GHYLDWLRQ IURP WKH PDLQ
REMHFWLYH 7KH SDWKV IRU WKH IRXU VHFWRUDO JURXSY PHQWLRQHG DUH VKRZQ EHORZ

, W VKRXOG EH QRWHG WKDW DV WKLV LV D JOREDO REMHFWL
FDQ EH DFKLHYHG WKURXJK WZR FRPSOHPHQWDU\ FKDQQHOV

%\ WKH UHGXFWLRQ LQ HPLVVLRQV LQWHQVLW\ LWVH
FXVWRPHUV GHFDUERQLVDWLRQ HIIRUWV RU E\ D UHRULF

HPLVVLRQV LQWHQVLYH ERUURZHUV

JRU DQ HYROXWLRQ RI WKH FRPSRVLWLRQ RI
HPLVVLRQ JHQHUDWLRQ

WKH ER

7KH IROORZLQJ JUDSKV VKRZ WKH HYROXWLRQ RI WKH LQWF
ERRN DV ZHOO DV WKDW FRUUHVSRQGLQJ WR WKH FDUERQ

LQGLFDWHG SDWKV LQWHQVLW\ DQG GLVWULEXWLRQ
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,QWHQVLW\

'LVWULEXWLRQ

,QWHQVLW\

'LVWULEXWLRQ
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$vV FDQ EH VHHQ WKH UHGXFWLRQ LQ RYHUDOO LQWHQVLW\ LQ LV GXH WR ERWK FKDQJHYVY LQ WKH VSHFLILF LQWHQVL
WKDW WKH LQWHQVLWLHY DUH DGMXVWHG DV HPLVVLRQV UHSRUWYV IURP ODUJH FRPSDQLHYVY DUH XSGDWHG DQG LQ WKt
WKH \HDU KDV DQ LPSDFW +HQFH WKH WHPSRUDO GLVWULEXWLRQ RI WKH GLIITHUHQW HIIHFWV 7KH IROORZLQJ JUDSKYV V
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7R PHHW LWV GHFDUERQLVDWLRQ JRDOV %DQNLQWHU LV FOKLD/UBD G-RACPL W MRHG LW RF DWU LY EORWWYIRW WO DWHRIUWJIDJIH ER
SURPRWLQJ WKH UHGXFWLRQ RI LQWHQVLWLHY LQ WKH IDFHUROP®BQJHYV LQ GLVWULEXWLRQ SURYLGLQJ WKH

QHFHVVDU\ VXSSRUW VR WKDW FXVWRPHUV FDQ WUDQVIRUP?I?IQQ/&RGSDI—PWIV\\/I\/RKIP VQHG/YHWE\SM%\S\%ﬁBWL’B&NV WKH VSHE

DQG HQYLURQPHQWDOO\ TULHQGOV HFRQRPA WKH 31,(& RI 6SDLQ DQG LWV FRXQWHUSDUWY LQ 3RUWXJD
+RZHYHU LW FDQQRW EH LJQRUHG WKDW WKH ODUJHVW VRKRBRN HRK RIQUG HSKEXNER QDV BW LFRRP HWI WKR X\xG1 EH QRWHG KR
FRPEXVWLRQ RI IRVVLO IXHOV VR HIIRUWV LQ WKH FRPLQJ DHILUQ HE ODL WRF XWVKR QR XE\L\W D QMAIDW/AR QM GXIFGEFWLRQ SOD
GHSHQGHQFH RQ WKHP $JDLQVW WKLV EDFNGURS %DQNLQMWSWHYMQMHF®RPDQH SBRJIYBOVGVMMHGPRUBQ H[WHUQDO ERG\
GHPDQGLQJ LQ WHUPV RI FRPSOLDQFH ZLWK GHFDUERQLVDWLRQ R Mkl-,:F\g &HV%FOLP § | QGé_ RI HU V 5L
DFWLYLWLHV WKDW DUH LQFRPSDWLEOH ZLWK HPLVVLRQV U FIV & Y WRP H

G PR KO\ L * DO 5
FKDQJH
,Q WKLV UHJDUG WKH EDQNiV VHFWRUDO ILQDQFLQJ JXLGHOLQHV LQFRUSRUDWH FHUWDLQ OLPLWV LQ UHODWLRQ WR

WUDQVDFWLRQ DGPLVVLRQ FULWHULD SDUWLFXODUO\ LQ WKH H[WUDFWLYH DQG HQHUJ\ VHFWRUV 6SHFLILFDOO\
%DQNLQWHU ZLOO QRW ILQDQFH

FXVWRPHUV ZKRVH DFWLYLWLHVY FRQVLVW RI PRUH WKDQ WKHUPDO FRDO PLQLQJ DQG ZKR
GR QRW KDYH D GLYHUVLILFDWLRQ RU GHFDUERQLVDWLRQ VWUDWHJ\ ,W DOVR XQGHUWDNHY QRW WR KDYH
HISRVXUH WR WKHUPDO FRDO PLQLQJ IURP

FXVWRPHUV WKDW JHQHUDWH D VLIJQLILFDQW DPRXQW RI HOHFWULFLW\ I[URP FRDO PRUH WKDQ

DQG GR QRW KDYH D GLYHUVLILFDWLRQ GHFDUERQLVDWLRQ VWUDWHJ\ LQ SODFH ,Q OLQH ZLWK WKH
GHFDUERQLVDWLRQ REMHFWLYHV RI WKH %DQN V ILOQDQFLQJ ERRNV %DQNLQWHU XQGHUWDNHYV 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\ UHSUHVHQWYV PRUH
WKDQ Rl LWV LQFRPH LQ FRQVROLGDWHG WHUPYV

FXVWRPHUV WKDW KDYH VLJQLILFDQW 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 UHSUHVHQWY PRUH WKDQ Rl WKHLU WXUQRYHU DQG
WKDW GR QRW KDYH D GLYHUVLILFDWLRQ RU GHFDUERQLVDWLRQ VWUDWHJ\

%DQNV KDYH D UHVSRQVLELOLW\ WR KHOS ILQDQFH WKH VEHP®RILMORY ABR ER YXWHWPILRP EOHIHRRQRP\ DV
IDFLOLWDWRUV RI FUHGLW +RZHYHU WKLV WUDQVIRUPDWLRQ SURFHVV DOVR UHTXLUHV RWKHU W\SHV RI

LQFHQWLYHYV DQG FHUWDLQWLHV UHJDUGLQJ WKH WHFKQRORYIY W-R W HUyBHiLhRVRYE AW KDWY IR RFRAWY REHH@GWM QR ROGXVWDLQDE
WKH ILQDQFLDO VHFWRU 7KHUHIRUH WKH *URXS V GHFEFYEBRGOIYWELERS LANOOQWHYIFoSHERYEBELROWLRQ WDUJHWYV

FRPSOLDQFH ZLWK WKH QDWLRQDO REMHFWLYHV VHW DV UNHEYORYYcLRoOKRHE YW\ K WHGH BRYHY $JUHHPHQWYV DQG 81(3
REMHFWLYH RI DFKLHYLQJ FOLPDWH QHXWUDOLW\ E\ |

'HFDUERQLVDWLRQ REMHEWLYHN FPROWIRIHHERRY 7Q &2 VXVWDLQDELOLW\ DQG DSSRLQWPHQWYV FRPPLWWHH RI WK

%DQNLQWHU *URXS KDV HVWDEOLVKHG D SDWKzD\ WR GHFDBEKBRGHFORAY PRY B YEHUY ERR WP GRHW YR FHWRKRARSPHQWYV LQ

VDPH VI\VWHP DV IRU LWV FRUSRUDWH ERRN 7KHSHDWILR G VR & N L\ vHH Y DAHO LM QQIH Y IRARYD LVHG LQWHUQDWLRQDO VWD
HXURV ILQDQFHG 7KH JRDO IRU LV WR UHGXFH WKH HPLWKHR@LQWHRVRY Rl WK PIRUW pIE BRRN XQGHUO\LQJ VHI
E\ FRPSDUHG WR $FFRUGLQJO\ WKH FDOFXODWLRQ RI WKH FDUERQ IRRWSU|

JRU LWV FDOFXODWLRQ WKH HPLVVLRQV LQFOXGHG LQ WRﬁFﬁg\/ﬁBQ\F'ﬁ|¥|E|’§LWW§|ﬂBH\Af‘I—P\PEREiQHWK'@M@HJ)\LQ
SURSHUW\ DFWLQJ DV FROODW H U D Q ROUH \XR HRD OBOHEK KPRIGY Eb SikHYV/l7'd- FDWLRQ RT WKH PRVW FDUERQ LQWHQVLYH VHFWR\

ORDQ DQG GLYLGHG E\ WKH RXWVWDQGLQJ EDODQFH RI WKHEIQé'ﬂ)CgFﬁ%JWKH JXLGDQFH DQ G FRLUHLQNHU %D V- GWKIHU SR L G
SURMHFWERQV DQG WDUJHWV DUH EDVHG RQ UHDO GDWD Il

DQG RQ WKH RWKHU KDQG LQ WKH VFHRWURRW GRI¥YHORBRG

JLIOODU  'LVFORVXUHV 5HSRUW



JLQDQFLDO BWKWH®DWKZD\V XVHG DV D UHIHUHQWH UDQUHNV WHK@EE B FIOIUBRKE® ESVLQHVY PRGHOV E\ SURPRWLQJ GLDORJXH D
(QHUJ\ $JHD®GE WKH &BBERQ 5LVN 5HDO (WWRRW HRIR /KWIRUHY® VWDLDWHOH SURMHFWY 7KH VHFWRUDO DSSURDFK HQDEO

VHFWRU ,Q DGGIMNMLIRQ$BSEAPHQW &DSLWDO TV DQME WRQ DAMMWRHWKHHQYSHFLILF FKDUDFWHULVWLFY DQG FKDOOHQJHV RI H
WKH VHFWRUDO DOLJQPHQW RI ERRNV DQG RUGHUO\ WUDQVLWLRQ

%DQNLQWHU SULRULWLVHV WDUJHW VHWWLQJ LQ VHFWRUV ZKMW K WEM 2UGDO VEHVUWRGREPDWN S REOEWVK BQU® RLHVKN URQ OV K H
UHOHYDQFH ZLWKLQ LWV ERRN LQFOXGLQJ HOHFWULFLW\ JWQHUPIMLR Q QWHHIHD® WRIR® DQ GUBIBRUWH QUGB QW LOEKWFDQERQL
FRPPHUFLDO PRUWJDJHV DQG FRDO )RU HDFK RI WKHVH Vi WRIBER QG N BIWLERRR IS\OOWVKLAQVWW RIH Y VRRIBRUDWH WKH PRV

EHHQ GHILQHG RQ WKH EDVLV RI WKH 1*)6 1'& VFHQDULR B MKORBXOMNGIEHRHWRSPHBARY WDUJIHWYV
,Q DGGLWLRQ WKH DPELWLRQ RI WKH WDUJHWV REWDLQHG KDV EHHQ YDOLGDWHG DJDLQVW r& VFHQDULRYV

VXFK DV WKH ,($ 1=( RI WKH ,QWHUQDWLRQDO (QHUJ\ $JHWOPFQNRQGWEES (WHFRIQLVHYV WKDW WKH DFKLHYHPHQW RI WKHYV
7DUJHWY DUH H[SUHVVHG LQ WHUPV RI UHGXFWLRQV L DFWLW iV WKLU(g TRV HRG QY R PLUV UHIXODWRUV |
[ Q Q Q 1 HEWRAR QW H ERIEGN HYED o VSR RNHOR SBH®A V. UHIXODWRU\ FK

HTXLYDOHQW SHU XQLW RI SURGXFWLRQ RU DFWLYLW\ IRUW'I?LEKHWW@UEHQJMV%LWIﬁBVl‘FbSFHLWM RR QY\H-H:R}%F%’%QWV LQ V

%DOQNLQWHU KDV XQGHUWDNHQ D VSHFLILF FRPPLWPHQW WR UHGXFWLR DQG RUGHUO KDVH RXW EHIRUH
7KHVH WDUJHWYV ZLOO EH UHYLHZHG DQG SURJUHVVLYHO\ H[SDQGHG DV PHWKRGRORJLHY HYROYH
DQG GDWD DYDLODELOLW\ LPSURYHV %DQNLQWHU VXSSRUWV LWV FXVWRPHUV LQ WKH WUDQVLWLRQ WRZDUGYV

BWHHO ODQXIDFWXULQH LHW =HUR NJ&2 H W Rl VWHHO

&RDO 0OLQLQJ 1% QD PQ

(QHUJ\ SagZWUB\LNFLLRWQ\,w 1HW =HUR NJ&2 H 0ZK
8SVWUHDP

2LO *DV  OLGVWUHDP ,($ 1HW =HUR NJ&2 H *-
"RZQVWUHDP

5HVLGHQWL

SHVISHIWERPHHR X Ls a55(0 | NJ&2 H P

&RPPHUFLD

R oy QAP ks &55(0 | NJ&2 H P
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%XVLQHVV ZLWK (6* FULWHULD JRU FRUSRUDWH EDQNLQJ %DQNLQWHU KDV GHYHORSHG L

FRUSRUDWH FXVWRHRBWSSL‘?WHMH@)QFWLRQ D%G WUDQVLWL]
2QH Rl WKH IRXU SLOODUV RQ ZKLFK WKH EXVLQHVVY VWUDWHJI\ DIDLQVW FOLPDWH FKDQJH PXVW EH EDVH

LV GHYHORSPHQW Rl VXVWDLQDEOH ILQDQFLQJ LQYHVWPHQW §URGSRY WK IB W &M 0% DFRXNIVIR P FDIDW HHED SR WER WDWH 60 (
ORZHU HPLVVLRQ HFRQRP\ %DQNLQWHU ZDQWV WR GR WKLV XX/G&0ODQd € Qr@ X\WEKNHUY WUDWMUWELRRYVEBOIQY DQG GHPDQG
REMHFWLYH LV WR KHOS FXVWRPHUV FRPSDQLHVY DQG LQGLYLWXDOVIRYPAPKMHIRR G MPBUNEROHW R LIRIY\S VR VMADLIQW ELO LW\
RITHULQJ WKHP ILQDQFLQJ ZLWK SURGXFWV WKDW KHOS WKHPSWWDOH §& XWX RWXHIHIG JURPQKRQVYHSYRWHFW ILQDQFLQJ |

HPLVVLRQVY WKHLU DGDSWDWLRQ WR WKH HIITHFWV RI FOLPDWI6| FSHSEQPD\QLG]%KEB('\J/LFH:MH\}“FPQP\@BBQM%W_'QRQQWHUPHG

JURP WKH 5LVN DUHD WKH SRVVLEOH FROODERUDWLRQ ZLWRHVKBVHVRWMBAMNRRH\ URP WRIUGHOWY DQRHG FRPSDQLHV
LQGLFDWRUV VXFK DV WKH SUHGLVSRVLWLRQ RI D FRPSDQ\ WR DEQV IDWILRQV I$© DEQ VWW K HY LYW HR L PRSEOLHPROHMOW L QJ  VLPLODU
FKDQJH WKH SK\VLFDO ULVNV GHULYHG IURP LW WKH DQVZHBENWNXR HVRIQ HK MKADLVR AL XY W E W KHR @ bR H WR ZRUN RQ |
+LJK RU 9HU\ +LJK FOLPDWH ULVN RU WKH (QHUJ\ (IILFLHQF\ &WHISRUMWLWHRE ©ludd Wd 8 QWD WRRUINR Q WRIWY UHERIQLVHV WK
LQYHVWPHQW QHHGY DQG WKHUHIRUH Rl SRWHQWLDO QHHG FRRPHDDGM. QULYHQ LWV VHFWRUDO NQRZOHGJH EXW QRW
VSHFLDOLVDWLRQ UHTXLUHG 7R VXSSRUW WKH ODWWHU
7KH QHZ 6XVWDLQDELOLW\ $UHD KDV LQ bQG '—QFRUSﬂH/\PQNWF(L%'ﬂ;V§BQQM/lLE|L\/OWWb\MHF9|?I¥\{ﬁQRV&B{WLR V IRU WKH
FRPPHUFLDO DFWLYLW\ EXVLQHVV GHYHORSPHQW DQG WDNLQyBREYDQW PR (AR E XYk RXIYVYWRS $RY WX QLWIFDD sHPHOW RI
ZLWK (6* FULWHULD 6RPH RI WKH LQLWLDWLYHYV GHYHORSHG LQ¥AKLM REHRILRFSXWHO JRRGV VHOI FROQVXPSWLRQ HT»

,QFRUSRUDWLRQ LQWR WKH %DQN V PDQDJHPHQW WRRGOWKLROHYKH PRQIL BMWKIHRLY RI zZKLFK

RSHUDWLRQV DUH VXVWDLQDEOH DFFRUGLQJ WR WKH (XURSHD&:BBRERRY §RFV AL Fl kRSMYBWARRO0\ DO HPHUJILQJ
DUH JUHHQ XVLQJ WKH 6XVWDLQDEOH )LQDQFH &ODVVLILFRMHRQ, &BLWHE LB WP P WK @WMP@q\QkWhRWSULQW |
OLQNHG JLQDQFLQJ 6WUXFWXULQJ *XLGH ,Q DGGLWLRQ WK} &xyWbd QPE Gk B O Rkl § SN WRPRWHY KHWKHU SXE!
DQG GHWHUPLQHV ZKHWKHU D WUDQVDFWLRQ FDQ LQGHHGuFH ¥R EXLAREHR ¥ (W HRPERH VRO ¥WHROY WKDW LQ DG

DQG ZKHWKHU LW FDQ KDYH UHODWHG 6XVWDLQDELOLW\ LQGLAPWREM HQF\ DOG FRVWYV Rl VPDOO EXVLQHVVHV

7UDLQLQJ SODQV IRU WKH %DQN V VWDIlI UHODWHG ¥Ry \GRUW BIRP &Rl Ol Wi v iF AR vV HYNDUH XQGHU HTXDC
GHFDUERQLVDWLRQ SODQV ULVNV DQG UHODWHG EXVLQHY¥ RPSEW WX XpWLEMYHORSHG D UDWLQJ IRU FXVWRPHU WUL

&ROODERUDWLRQ DJUHHPHQWYV ZLWK H[SHUW VXSsSoUDHPXR BHWSBYbWERR KEPY MR Gy IDARKH LQ WKH PRVW HII
VXVWDLQDELOLW\ LVVXHV WKDW FDQ KHOS RXU EXVWERRPOINVLY RVMNKH HHAYRBWREWE RY GWRHWKH %DQN V LQWHU
GHFDUERQLVDWLRQ VWUDWHJLHY HFRORJLFDO WUDQVLWFEKS Lo e S&VA-RiRyw R RRK WY KFEIM BIRWR R HY HUV

,QWHUQDO GLVVHPLQDWLRQ RI JRRG PDUNHW SUDFWWREHIVW IR BPWYV\WYCOREDERY ®HYEHQARERHQWY LQ WKLV VHIPHC
XQGHUVWDQGLQJ Rl WKHLU DSSOLFDWLRQ DQG VKDULQJ WKH NQRZP BB PEF RILWKE WR bGHOWEN WKHQ SURGXFW |

QHHGV DQG RSSRUWXQLWLHV RI RXU FXVWRPHUYV SLRQHHU DOORZV FXVWRPHUV WR DGYDQFH ERWE

&UHDWLRQ DQG GHYHORSPHQW RI SURGXFWV ZLWK (6* FULWRQVXRGNI\RQF bR HOKEHLY &pkH (QHUJ\ 6DYLQJIV &HI
GHFDUERQLVDWLRQ RI EXVLQHVV RU KRXVHKROG DFWLYLWLHV DBRX2Wold RPyWKH RRQHDWLYPRIRA Rp &$(V WKDW WK
WUDQVLWLRQ 7KHVH LQFOXGH WKH ILQDQFLQJ RI UHQHZDEOH HAMHUWRXIK BV XBWEHHFRQ WMMHPHWE RYGNIUHHPHQWYV
VXVWDLQDEOH LQYHVWPHQW IXQGV ILQDQFLQJ OLQNHG WR YXVYWRLAPEXPWWY FYILWHELPRRUBPEFWRR®RIRI JUHHQ D

SURSHUW\ UHIXUELVKPHQW WKDW LPSURYHV HQHUJ\ HIILFLHQFExDREpaUNHRK B QW%JWNL, HU OYHVWPHOW
DGGLWLRQ WR ILQDQFLQJ OLQHV DOUHDG\ VWDQGDUG DW %DQNLOWHU RWKHU PRUH LQQRYDWLYH S URGXFWV

VSHFLILFDOO\ UHODWHG WR FOLPDWH FKDQJH LQFOXGHG LQ WKAGYEXRUDMHVYYIGEHQRUQPFVRIWRP SURWQGUAPDWLRQ WF

FXVWRPHUV ZLWK IHDWXUHV VXFK DV VXVWDLQDELOLW\ FHUWLILF,RWHV F U
FDSLWDO OLQHV IRU FXVWRPHUV RU VXVWDLQDEOH VXSSOLHUYV ULHQHUZLgég\ﬁ_E%:R?H*V%iﬁ'5Fb¥ZleﬁpﬁsV&ltljRgQéXFWV UHODY

7KH IROORZLQJ SURYLGHVY D PRUH GHWDLOHG GHVFULSWLRQ RI Wlfgg %WYR I-b;{\I/RILﬁ;MV% FROODERUDWLQJ
ZLWK FXVWRPHUV LQ WKLV WUDQVLWLRQ WRZDUGV D PRUH VXVWDLQD RQ P\ YI§| KH ORQJ WHUP

QRWZLWKVWDQGLQJ IXWXUH UHIJXODWRU\ FKDQJHV WKDW PD\ DIITHFW WKH VHFWRUV LW LV ILQDQFLQJ
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,Q :HDOWK DQG 5HWDLO %DQNLQJ WKH QHHGV RI LQGLYLGXDO FXVWRRHUK MG SHWP BUIKO S IO IHYSRBVWRHWEXIHP LW DFFRL
DFTXLVLWLRQ RU UHIXUELVKPHQW RI KRXVLQJ HOHFWULF YHKLFOMNKH Q& DRONKRIRINFRFRY XRNUWNKRIREBRUSSKBWUDWH ERRNV RI

DFTXLVLWLRQ RI VXVWDLQDEOH KRXVLQJ LV FKDQQHOOHG WKURX L F W _ORUWJ S
ORUWJDJH ILQDQFLQJ LV FDWHJRULVHG DV VXVWDLQDEOH EDﬁ/\%}ﬁ’%ﬁ&w@(}l@W%@M@iﬁéﬁg%%&éﬁ\ﬁglv D JLO'R:'é?(gHL(
FRQVXPSWLRQ %DQNLQWHU KDV VXEVWDQWLDOO\ LPSURYHG i %o \ L D oW H P WR L@

HQHUJ\ FHUWLILFDWHY DQG WKHLU SHULRGLF XSGDWLQJ 6 ,QIRUPDWLRQ LQFRUSRUDWHG LQWR WKH %XVLQHVV ,Q

7KH UHVW Rl WKH ILQDQFLQJ DVVRFLDWHG ZLWK :HDOWK DQGLWHKW®O L\@K% DRDdid Q IV LVQ PRWMIW GRW KVRE JIKDQDIHPHQW V\V
FRQVXPHU OHQGLQJ $JUHHPHQWYV KDYH EHHQ UHDFKHG ZLWK MW UGHSDHWEZIRY WRLOUVRYRGW LIRQY LYROYDIQGDEOH UHODW
LQVWDOODWLRQ VHUYLFHV IRU VHOI FRQVXPSWLRQ VROXWLRQXWUWLFXODUO\ WKH FOLPDWH UDWLQJ IRU WKH &RUSRU

$V D NH\ GHYHORSPHQW LQ WKH ODXQFK RI WKH 1(FRUHIRUPDFLERES SHEVEWAT RYEY JRH W EE SR WIDIH ERRN
VLPXODWRU LV QRWHZRUWK\ )XUWKHUPRUH E\ FURVV UHIHUHQFLQJ WKHP ZLWK WKH

R PD L R WD RQ Sl
)XUWKHUPRUH %DQNLQWHU LV DOVR XSGDWLQJ LWV 5LVN $Ss'%-ﬁ/% b };?%%%[EIEY %RSNI%WM@W‘%}%E&
FOLPDWH DQG HQYLURQPHQWDO ULVNV LQWR LWV FRUSRUDW LR/IJ"DF%\V% I\ QIHREY v AN RN G DUHDV
VXVWDLQDEOH DQG UHVSRQVLEOH PDQDJHPHQW DOLJQHG ZdWKOHEDOOPWRUSHEWDWGDUGY DQG EHVW

SUDFWLFHV LQ WKH ILQDQFLDO VHFWRU 7KH %DQN LV HYDOXDWL%J KRZ FOLPDWH FKD%JH UHODWHG

H[SRVXUHV PD\ LPSDFW LWV RSHUDWLRQV FXVWRPHUV DQG L(%V‘HVV\PFH W W LY WRE RDWRDHG WRYWKOV LV PDGH DYDLODEOH!
QG LQFOXGHV D VXPPDU\'RI WKH PDLQ FOLPDWH ULVN LQ!

ORUHRYHU LQ WKH LQYHVWPHQW EXVLQHVV %DQNLQWHU V (6* LQYHVWPHQW SURGXFWYV DUH GHVLJQHG WR
RITHU FXVWRPHUV VROXWLRQV WKDW FRPELQH ILQDQFLDO UHWXUQ ZLWK D SRVLWLYH LPSDFW RQ WKH
HQYLURQPHQW DQG VRFLHW\ 7KHVH SURGXFWV UHVSRQG WR WKH JURZLQJ GHPDQG IURP LQYHVWRUYV
LQWHUHVWHG LQ VXSSRUWLQJ VXVWDLQDEOH DQG UHVSRQVLEOH SURMHFWY 7KH\ DOVR UHLQIRUFH WKH EDQN V
FRPPLWPHQW WR VXVWDLQDELOLW\ DQG FRQWULEXWH WR JHQHUDWLQJ ORQJ WHUP YDOXH IRU ERWK
FXVWRPHUVY DQG VRFLHW\ LQ JHQHUDO ,Q WKLV FDVH %DQNLQWHU RIIHUV LWV FXVWRPHUV DOWHUQDWLYH
LQYHVWPHQW YHKLFOHV LQ UHQHZDEOH HQHUJ\ DQG WKH FLUFXODU HFRQRP\ LWV RZQ LQYHVWPHQW

IXQGY DQG SHQVLRQ IXQGV FODVVLILHG DV $UWLFOH DV ZHOO DV WKLUG SDUW\ LQYHVWPHQW IXQGV
FODVVLILHG DV $UWLFOH DQG $UWLFOH

,Q DGGLWLRQ %DQNLQWHU V GLILWDO LQYHVWPHQW PDQDJHU ODXQFKHG LWV ILUVW VXVWDLQDEOH SRUWIROLRYV LQ
ZKLFK LQYHVW LQ IXQGV IURP WKH ZRUOG V OHDGLQJ DVVHW PDQDJHUV WKDW PHHW
HQYLURQPHQWDO VRFLDO DQG JRRG FRUSRUDWH JRYHUQDQFH FULWHULD

7KH HQWLUH (6* EXVLQHVV SODQ LV DFFRPSDQLHG E\ DQ DPELWLRXV (6* WUDLQLQJ SODQ IRU WKH
HQWLUH FRPPHUFLDO QHWZRUN ZRUNIRUFH

7KH PDLQ OLQHV RI PRQLWRULQJ RI LQGLFDWRUV UHODWHG WR FOLPDWH ULVNV WKDW WKH %DQN KDV
GHYHORSHG DUH DV IROORZV

0 5LVN $SSHWLWH )UDPHZRUN 'XULQJ WKH \HDU WKH HYROXWLRQ RI WKUHH LQGLFDWRUV UHODWHG
WR FOLPDWH ULVNV FRQWLQXHG WR EH PRQLWRUHG ZLWKLQ WKH 5LVN $SSHWLWH )UDPHZRUN

a ,QWHQVLW\ RI 6FRSH HPLVVLRQV ILQDQFHG FRYHUV WKH FRUSRUDWH ERRNV RI
6SDLQ DQG 3RUWXJIDO

a $YHUDJH LQWHQVLW\ RI HPLVVLRQV ILQDQFHG IURP WKH PRUWJDJH ERRN IRU
LQGLYLGXDOV FRYHUV DOO JHRJUDSKLFDO DUHDYV
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THPSODWHYV

5HIXODWRU\ )UDPHZRUN 6HFWLRQV DQG ,QGLFDWRUV RI SRWHQWLDO SK\VLFD
FRUSRUDWH WKH WHPSODWHYV U}I(-lODWLQJ WR ,PS

FKDQJH L
7KLV GRFXPHQW LQFOXGHV WKH (6* ULVN GLVFORVXUH H[HLGH_L\)/S—thv; I Ut G( g% QAN Y W LFAQSH b LD, R
&DSLWDO 5HTXLUHPHQWYV 5HIJXODWLRQ &55 ORUH SUHFLVHO\ %DQNLQWHU LV REOLJHG WR GLVFORVH WKH

IROORZLQJ TXDQWLWDWLYH LQIRUPDWLRQ WHPSODWHYV WKH TXDOLWDWLYH SDUW LV LQFOXGHG LQ WKH WH[W RI
WKLV FKDSWHU RQ (6* 5LVNV

BUXGHQWLDO GLVFORVXUHV RQ (6* ULVNV $UWLFOH D RI WKH &55

7HPSODYWH

QXPEHU 1DPH
%DQNLQJ ERRN ¢ &OLPDWH FKDQJH WUDQVLWLRQ ULVN &UHGLW TXDOLW\ Rl H[SRVXUHV E\ VHFWRU LVVXHV DQG
UHVLGXDO PDWXULW\
%DONLQJ ERRN & &OLPDWH FKDQJH WUDQVLWLRQ ULVN /RDQV FROODWHUDOLVHG E\ LPPRYDEOH SURSHUW\ &
(QHUJY HIILFLHQF\ RI WKH FROODWHUDO
%DQNLQJ ERRN & &OLPDWH FKDQJH WUDQVLWLRQ ULVN $OLJQPHQW PHWULFV

%DQNLQJ ERRN ¢ &OLPDWH FKDQJH WUDQVLWLRQ ULVN ([SRVXUHV WR WRS FDUERQ LQWHQVLYH ILUPV

%DQNLQJ ERRN € &OLPDWH FKDQJH SK\WVLFDO ULVN ([SRVXUHV VXEMHFW WR SK\VLFDO ULVN

6XPPDU\ RI *$5 .3,V

OLWLJIJDWLQJ DFWLRQV $VVHWYV IRU WKH FDOFXODWLRQ RI *$5

*$5

%7%$5 %DQNLQJ %RRN 7D[RQRP\ $OLJQPHQW 5DWLR

2WKHU FOLPDWH FKDQJH PLWLJDWLQJ DFWLRQV WKDW DUH QRW FRYHUHG LQ WKH (8 7D[RQRP\

'LWKLQ WKH IUDPHZRUN RI WKH GLVFORVXUH REOLJDWLRQV HVWDEOLVKHG E\ 3LOODU LQ UHODWLRQ WR (6*
ULVNV WKH IROORZLQJ VHFWLRQV ZLOO QRW EH SXEOLVKHG IRU WKH \HDU HQGHG '"HFHPEHU

| *UHHQ $VVHW 5DWLR *$5 & 7HPSODWHV WR

| %DQNLQJ %RRN 7D[RQRP\ $OLJQPHQW 5DWLR %7$5 & 7HPSODWH

| 2WKHU PLWLJDWLRQ PHDVXUHV & 7THPSODWH

| &ROXPQV TRl ZKLFK HQYLURQPHQWDOO\ VXVWDLQDEOHiI LQ 7THPSODWHV DQG

'LWKLQ WKH FRQWH[W RI VLPSOLI\LQJ (6* UHTXLUHPHQWYVY LQ (XURSH DQG IROORZLQJ WKH OHWWHU RI QR
DFWLRQ SXEOLVKHG E\ WKH (%$ $XIJXVW RQ WKH DSSOLFDWLRQ RI 3LOODU (6* GLVFORVXUH
UHTXLUHPHQWY WHPSODWHV  WR ZKLFK LQFOXGH LQIRUPDWLRQ RQ *$5 %7%$5 DQG RWKHU

PLWLJDWLRQ PHDVXUHV DUH VXVSHQGHG GXULQJ WKH WUDQVLWLRQDO SHULRG XQWLO WKH HQWU\ LQWR IRUFH
Rl WKH LPSOHPHQWLQJ WHFKQLFDO VWDQGDUGVY ,76 FXUUHQWO\ XQGHU UHYLHZ +RZHYHU WKH *URXS

LV FRQWLQXLQJ WR ZRUN LQWHUQDOO\ RQ WKH GHYHORSPHQW DQG FDOFXODWLRQ RI WKH *$5 ZKLFK LV
SXEOLVKHG LQ WKH &RQVROLGDWHG 6WDWHPHQW RI 1RQ )LQDQFLDO ,QIRUPDWLRQ DQG
6XVWDLQDELOLW)\ ,QIRUPDWLRQ
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6RFLDO ULVN UHSRUWLQJ FKDQQHO DFFHVVLEOH WR VWDII ZKLFK UHLQIR
KHOS PLWLIJDWH RFFXSDWLRQDO ULVNV DQG SURPRWH WHDF

7TKSURPRWLRQ RI GLYHUVLW\ DQG LQFOXVLRQ L' WKURZRHKN

$V SUHYLRXVO\ PHOWLROHG %DQNLOWHU V VXVWDLQDELOHQFRXUDJILQJ GLYHUVH SURILOHV E\ DJH JHQGHU FXOWXU
OXOWL <HDU 6XVWDLQODELOLW\ 30DQ HVWDEOLVKHG zXDQNLOQWHUTV VWUDWHJII DG LWV WDOHGW PDQDJHPHQW

(O v o

PDQDJHPHOW LQ WKUHH PDLQ SLOODUYV UHVSRQVLEOH DDSSURDFK VXSSRUWHG EV WKH SULQFLSOHV RI HTXDO RSSR

vv 1 RV AR — [

EXVLQHVV WR JHQHUDWH D WKUHH IROG LPSDFW RQ WKH J+5Q WKH FURXSIVI6HFRQG (TXDOLWY 30DQ " KHOSV VWUHQIW

GHYHORS 'DQG UHWDLQ GLYHUVH' WDOHQW LQFRUSRUDWH Q
7KLV 30DQ ZDV GHVLIJQHG DV D UHVXOW RI D PDWHULDOLVYVXVWDLQDELOLWY RI"WKH EXVLQHVV "7KH LQOQWHJUDWLRQ RI
ZKLFK FRQFOXGHG E\ LGHQWLI\LQJ WKH PRVW UHOHYDQW L\GHYHORSPHQW DQG VWUDWHILF GHFLVLRQ PDNLQJ SURFH\
LWV VWUDWHJ\ DQG UHVSRQG WR WKH H[SHFWDWLRQV RI LWH[HFXWLQJ WKH VWUDWHJ\ IRVWHUV JURZWK EDVHG RQ PHU
7KH GXDO PDWHULDOLW)\ DQDO\VLV ZDV XSGDWHG LQ LgLESDEWY IRU SRWHQWLDOO\ YXOQHUDEQH JURXSV /LNHZ
XSGDWLQJ WKH OLVW Rl PDWHULDO .52V JRYHUQDQFH ERGLHV "ZLWK D EDODQFHG DQG LQFUHDVLQJ

JRYHUQDQFH TXDOLW\ LPSURYHV WKH PDQDJHPHQW RI VW
:LWK UHJDUG WR VRFLDO PDWWHUV D GLVWLQFWLRQ ZD'WXSSRUWV PRUH LQFOXVLYH GHFLVLRQV DOLJQHG ZLWK VW
FRPSDQ\ V RZQ VWDII DQG FXVWRPHU VWDII LQ OLQH ZLWK (6* VWUDWHLI(\,6 6 DQG 6 VWDQGDUGV

7UDLQLQJ DQG OHI DUH DOLJQHG ZLWK WKH VWUDWHJI\ RI
KDYH EHHQ GHWHFWHG EXW SRVLWLYH DOG QHJDWLYH LPSH gy -manm NLOOY RL Q %DQNLQ

ICODQFLDO HOYLUROPHOW DQG WR FXVWRPHU GHPDQGYV
ORVW Rl WKH PDWHULDO LPSDFWV LGHQWLILHG UHODWHG JHQHUDWLQJ D SRVLWLYH LPSDFW E\ LPSURYLQJ LQWHUQL
VDODULHG ZRUNIRUFH RI %DQNLQWHU FRYHULQJ DOO WKHQVXULQJ WKDW WHDPV DUH SUHSDUHG WR IDFH VWUDWHJLF
SUHVHQFH 7KLV VWDII LV PDGH XS RI ZRUNLQJ LQGLYLGY>SODQ WKH 7UDLQLQJ DQG 7DOHQW WHDP GHVLJQV D WUDLQ
UHSUHVHQW WKH FRUH Rl WKH RUJDQLVDWLRQ V +XPDQ 5HVJURZWK VWUDWHJ\ DQG LWV YDULRXV LQLWLDWLYHV 7KLV S

FXUUHQW DQG IXWXUH WDOHQW SODQ VXFFHVVLRQ DQG WL

7KH PDWHULDO ,52V LQ WKLV VWDQGDUG DQG WKH ZD\ LQ ZgpyH WKk'H NQRZOHETIH DYES VNLIEV "QHEHVVDUY WR SHUIRUP
VWUDWHJI\ DUH SUHVHQWHG EHORZ FRPSOH[ UROHV LQ WKH IXWXUH $00 HPSOR\HHV RI %DQNLQ
7K FRPPLWPHQW WR IUHHGRP RI DVVRFLDWLRQ FROOHFWDQRWKHU IURP WKLV W\SH Ry W GRpORQYIXFURIUDPPH
JXDUDQWHHV D FROODERUDWLYH DQG WUDQVSDUHQW ZRU 7“KT4\'/'H"\7’V'L‘JB'i6i_bJ°HP“””ﬁ“HH WUDLOLQI TG SUZOWK WKB BIEH
ODERXU UHODWLRQV WKDW HQDEOH HIIHFWLYH FRQIOLFW (iTeyigy WKH™ ‘

VWDELOLW\ QHFHVVDU\ IRU WKH H[HFXWLRQ RI WKH EXVLQHV S "W WL YHV
FRPPLWPHQW WR UHVSHFW IRU ODERXU VWDQGDUGYV WUDGRR Y WKH ViXE

DQG FROOHFWLYH UHSUHVHQWDWLRQ PDNLQJ DYDLODEOHg¥Bq’" FRUNIRUFH™ UHTOTRUFHY WK H
WKHLU RSLQLRQV FRQIOLFWV RU QHHGV LQFOXGLQJ FKD(¥&E 1'oTRUPBWLRQ VH KLV F : WLV EDVHG
DSSURSULDWH WR RYHUFRPH FRQIOLFWYV RU GLIIHUHQFHV EFJvEiEw ™ RU \IXOEDPHAOWDO ULIKWY WR EBWS SURWHFWL

ZLWKLQ WKH ODERXU IUDPHZRUN )XQGDPHQWDO 5LJKWV RI WKH (XURSHDQ 8QLRQ WUDQVSDU

BURPRWLQJ WKH SK\VLFDO HPRWLRQI WKURXJK KHDowiowaDZDUH RI_KRZ WKHLU GDWD LV SURFHVVHG LQ FRPSOLDQFF
SUHYHQWLRQ LQLWLDWLYHV WKDW H[FHHG UHJXODWRU\ \UHJXODWLRQV DQG FRPSXWHU VHFXULW\ E\ LPSOHPHQWLQJ
FROWULEXWLQJ WR SURGXFWLYLW\ UHGXFLQJ DEVHQWHHLDQG XQDXWKRULVHG DFFHVV 7KHVH DFWLRQV JHQHUDWH D

~ — x -
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RI UVRQDO GDWD EUHDFKHV SURYV

1oang g RN

Q RILFDO UHVLOLHQFH I

L

N
r

r

WKLV FRQWH[W WKH %DQNLQWHU WH FXLGD SURJUDPPH VNLOOV DQG PLWLJDWLQJ ULVNV. DV,VBFLDWHG dyWK GDWD P
DLPHG DW KHDOWK DQG ZHOO EHLQJ ,Q DGGLWLRQ RI W'pt '8¢ V\}'UB”Q‘\’/%'b“ﬂd:\)v"u“H“'E‘\?"’D“"’Y MO HPEOW RI %DQNLO
VIVWHPV  ZKLFK HQVXUHV WKDW DOO %DQNLQWHU HPSOR\F5yWUDEW ' "GHYHORS ™ BOG UHWDLY WDOWOW ZKLOH HQV
&RPSOHPHQWDULO\ %DQI\VD|H UHVSHFWIXO DOG KDUDV‘#IF'QE)’S”M '\'/'D"""LR"Q“'l'E'RQGLWLRQV 7KH *URXS]V 5HPXQHUDWLF
HQYLUR VXSSRUWHG E\ D *URXS ZLGH 3UHYHQWLRQ DQG $FIypp R ZRUN EDVHG RO LOWHUOBO "HTXLW\ H[WHUQDO FRP:
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REMHFWLYH DQG QRQ GLVFULPLQDWRU\ FULWHULD ZKLOH BRORFLRYROUBRSDWERG XRHHFPKDQLVPV WKDW DOORZ

i HGV 71 WKI O D UHJIX0OD
HOYLUROPHOW. T ER DEDSWHE WRAWER ZRUNIRUEHIV QHEBONI QWHhE PuRXS™Y S UMol Bt onds’ BROYA eovir shrs

KXPDQ ULJKWV SULQFLSOHV ZKLFK DIIHFW DOO WKH LPSDFV
,Q WKLV FRQWH[W JHQGHU EDVHG SD\ LQHTXDOLWLHY DUHWNKEHEDQINLHG UHIOHFWHG LQ D VDODU\ JDS LQ

DFFRUGDQFH ZLWK WKH PHWKRGRORJ\ DQG FULWHULD HVWDEOLVKH A F\@ﬁ HILV é> L W oVVWH
$FWLYH PDQDJHPHQW RI WKLV LPSDFW LV LQWHJUDWHG LQWR %D oNLY i H% é_{ﬂg é %;D{@?%P
GHSOR\PHQW RI SROLFLHV FRQWUROV DQG PHDVXUHV DLPHG H Q | @} K}_@ QFH PHDV
GLIIHUHQFHV UHLQIRUFLQJ WUDQVSDUHQF\ LQWHUQDO HTXLW\ é 0

[E‘R%{LWL 5E8L y

\b\QWK ZKLOH DO
PDGH RQ HTXDOLW\ 7KLV DSSURDFK KHOSV FROVROLGDWH WKH U UBIREFHvsrRoVLEOH

DQG LQFOXVLYH HPSOR\HU DQG VWUHQJIJWKHQV HPSOR\HH WUXVW5HQSREMPKHRMWDO P QGIXWREL® IDMO WHUULWRULHV LQ ZKl

_ V. ] QFLSOHV DQG XQGHU |

e T R oSN LH LS N e R IR Un Pl R B h IR i o XLeley su

VHQVLWLYLWLHV ZKLFK PD\ EH UHIOHFWHG LQ LQWHUQDO VXUYH o N D ok R gEﬁPWLRQDO (

OLIH EDODQFH PHDVXUHV LQ SODFH ZKLFK QRW RQO\ LQFOXGHV?FJQ \)24 \@) F \é‘('g %VFF v xWUNHUV DG
C3MN x ) §Ro L AV

DOVR LPSURYHV LQ PDQ\ DVSHFWV WKH PHDVXUHV HVWDEOLVKH

DZDUH RI LWV LPSRUWDQFH LQ LPSDFWLQJ WKH JHQHUDO fFRYHUHG ULVNV UHODWHG WR ERWK LWV GLUHFW DFWLYLW\
EDQN V DELOLW\ WR UHWDLQ NH\ WDOHQW DQG XOWLPDWHDFWLYLW\ 7KHVH ULVNV LQFOXGH KXPDQ WUDTILENLQJ IR
SURGXFWLYLW\ DVVRFLDWLRQ WKH ULJKW WR FROOHFWLYH EDUJDLQLQJ H
. WKH ULJKW WR SULYDF\ DQG WKH ULJKW WR IDLU DQG IDY]
LDORJIXH ZLWK RXU VWDII %DQNLQWHU HQVXUHV UHVSHFW IRU KXPDQ ULJKWV LQ DOO I
$W %DQNLQWHU HPSOR\HH SDUWLFLSDWLRQ LV D FRUH SLOQODY LQ WKH %HVLJQ DQG GHYHORSPHQW RI

FRUSRUDWH VWUDWHJILHY DQG WKH EDQN V EXVLQHVV PRG#é—PFSsé%#ﬁWVzﬁ SLEHLQJ DQG HQJIDJHPHQW

DUH UHFRJQLVHG DV NH\ IDFWRUV IRU VXVWDLQHG VXFFHVV/ RiQ G WK E WY @I RR Ud R R LAVDBIR @ DK W MIHRFONIEY HW WR UHIOF
7KH FRPSDQ\ WKHUHIRUH FRQWLQXRXVO\ LQWHJUDWHYV WKH\WSIFRIR@ WO R WHRWHWYW RQE DU KWK WY LY VWRKAHQGHYHORSP
VWDIlI LOQWR VWUDWHJILF DQG RSHUDWLRQDO GHFLVLRQ PDNgQRWKHAVENVHRR dG WX WWA WA O W KDH 8 QWH VVRRPHULFERP H Q ZKLFK
DSSURDFK WKDW UHVSHFWV KXPDQ ULJKWV DQG SURPRWHYV &R &POLHYHGEYHUWHE DPRBUIAEAXW RRRKH VWDNHKROGHU JUI

7KH FROOHFWLRQ RI RSLQLRQV IURP RXU RzQ vwDII LV FDUYRHGVE X X YR Ik WRRNRRIVY TR pp/x BREBW WHE WR SURPRA
FKDQQHOV ZKLFK LQFOXGH ERWK JHQHUDO WRROV DQG PH ?ELﬁﬁ@%EQ-{Vé/lR‘MVVS\#—WLQHL\QE%EQ VJS\%IQK:% GH WKH SUR
WKHVH FKDQQHOV LV PDQDJHG E\ WKH WHDP LQ FKDUJH RIS VX SHRH ETY%FH KLEK XD GB QW (AR ggtdL i DY ZHOD
DGHTXDWH DQG SURIHVVLRQDO WUHDWPHQW RI WKH FREWEFEXEXWERMH R d‘IQIJ—"\ngRV?L WoR YN DRGpHUVRQDO OLIH
SURFHGXUHV IRU LQWHJUDWLQJ WKHVH FRQWULEXWLRQV LGWR QP WwifpwHaORYHE ‘\/LEHR/Q/UHEE/H%WPUGV DOVE
DFFRUGLQJ WR WKH QDWXUH DQG VFRSH RI HDFK FKDQQH(&DH REHGW | R RAET H R W St &by %DQNLQWHL
PD[LPLVHV WKH LPSDFW RI WKH SURSRVDOV 7KH PDLQ FKDOQQHOYRYE %Q@@J%(HA’fl'_j(wl%k\ﬂ/W(‘M W ARG FWLYH EDUJDLQ]

FOLPDWH VXUYH\V LQWHUQDO TXDOLW\ VXUYH\V %XVLQHV\B%M B AR R Rr Gl R XY EBRPBQE'ﬂgZEWﬁ F%r—%’\f'QW UHJX

VSHFLILF FKDQQHOV IRU WUDLQLQJ FKDQQHOV IRU QHz KLUWE SAHRHELW MEdooMy by RRY Bé WHB {tﬁ-l%tb%v IBORWREHLQJ R

KHDOWK DQG VDIHW\ VXFK DV WKH %DQNLQWHU 7H &XLGD 9%DQNERYIHU WD B8 Y dIDAbHE BH WR K WIIR ZKIRROAHH RUJIJDQLVDWLRQ

HWF DV WKH UHVW RI WKH VWDNHKROGHUV LQYROYHG 7KH VXV
DSSURYLQJ PRQLWRULQJ DQG SHULRGLFDOO\ FRQWUROOLQ.
WKLV SROLF\
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7KH GRFXPHQW LGHQWLILHY WKH 8QLYHUVDO 'HFODUDWLR Q*HRQ HXPO G HR X RWUY D WIKRQ*XRGLEOY 3ULQFLSOHYV
RQ %XVLQHVV DQG +XPDQ 5LJKWV WKH WHQ SULQFLSOHV Ri%vkt(uéPQﬁ%v{ée ABW%R%B/ %0 goWSBFMDV@Fg

. | yé"ké \°DL HQVXUH WKD
WKH "HFODUDWLRQ RI WKH ,QWHUQDWLRQDO /DERXU 2UJDQLiBW} \§K 3 FE’%U)E% %NL IS UDWHI\ QG OROJ WHUP
7KH SROLF\ LV PDGH DYDLODEOH WR VWDII DQG RWKHU VW DWHKR PO EW W QLY R K RKQ MHKQWDRU SRRUL\U B ZHES LVRY HU Q D Q F H
DQG LQWHUQDO LQWUDQHW DQG YDOXHV WKH ULVN FXOWXUH RI WKH ,QVWLWXWLRQ DQG
+HDOWK 6DIHW\ DQG :HOO EHLQJ 3ROLF\ WR SUHYHQW FRQIOLFWV RI LQWHUHVW

7KLV L vV SURYHG % LQWHUiIV ERDUG RI

ST DS DO KRR O (03¢, 100 BEad AL SRR USRI oy nvvoeo v

FDUH DQG UHVSHFW LQ WKHVH DUHDV ERWK LQWHUQDOO\B i) ORORKLY sé\lé%l:\/\\/ WAAL 'V\Y\}MWKH *URXS
W QWA Ukl QBURNBBLRRMQD QG

JHQHUDO SULQFLSOHV DQG OLQHV RI DEFWLRQ WR HQVXUH RN HEeRAWRY LR WG FRUSRUDYV
EDQNiIV RZQ SHUVRQQHO DQG RI WKRVH SUHVHQW LQ %DQNWE&WHWH*BRXE 3R URBIODFHY FRQMNSPU@HGW @ ®AKH UHFRPPHQG
GHILQHV WKH NH\ UROHV DQG UHVSRQVLELOLWLHY WR HQV XWKH L WXL & HBIEQ/H Y HRI P S/& H P K)XQU\RIBWI IDRXQ %MKGNS RO LEXWKR UL W'

KDV D FRPSUHKHQVLYH VFRSH FRYHULQJ DOO RSHUDWLRQ VU HFRELPH VG BIW LIRZDG/ SKID WHKVH R B QMK HHYED @RHs FKRL Q RRG  *RYH L
DV ZHOO DV DOO UHJLRQV LQ ZKLFK WKH EDQN RSHUDWHV UHJXODWLRQYV

7KH 3HRSOH 0DQDJHPHQW &RPPXQLFDWLRQ DQG 4XDOLW\ Yt 4 P orl'S8AV "B " D'oRLOWITY *URRS V *HQHUDO S5HPXQ
5LVN 3UHYHQWLRQ DUHDV ZLOO EH LQ FKDUJH RI HQVXULQ." SNAWLWXWLRGIV FRY Sk VDN BREFFW HERPSOLLDQRH

DQG FRQWLQXRXV LPSURYHPHQW RI WKH SROLF\ LV HQVXUHG WKURXJK UHJXODU DXGLWV DQG UHYLHZV

ZLWK WKH %DQNLQWHU VXVWDLQDELOLW\ FRPPLWWHH XOWL.QWHUQDO 5RWQWLERSH3IRQLEWY DSSURYDO

7KLV SROLF\ LV JRYHUQHG E\ WKH UHJXODWLRQV RI WKH /D Z WK WKH BUYE WHR) W@ W@ L\RQ ¢ FMYUSYWIKR B B ORJIIWNQLWLHYV % DQT
DQG WKH ,62 UHJXODWLRQV DQG LV DYDLODEOH WR DO® R GWHBIOREHBQSDQWH ¥ Q DROQ | WIRIH ZARVWOIDYKAWWD @V XUHV LQ\
RQ WKH FRUSRUDWH ZHEVLWH SURIHVVLRQDO JURZWK DQG GHYHORSPHQW RI SHRSOH ZK

QHHGV DQG JXDUDQWHHLQJ WKH KRPRJHQHLW\ RI WKH FUL\
%DQNLQWHU 3RUWXJDO DQG %DQNLQWHU ,UHODQG KDYH DURMDIDMLIR ® @G RFHWWHVSIRD DR OWADON PRWWY SRABEDQLHV 7KL
VSHFLILF UHTXLUHPHQWYV RI WKH FRXQWU\ EXW LV DOLJQHGI RYWKQW RtD QMR RSV M L H'QUMRXSOVS RQWAHUQDO URWDWLRQ SUR
OFOXVLRO DOG 'LYHUVLW\ 3ROLF\ PHULWRFUDF\ REMHFWLYLW\ FRQILGHQWLDOLW\ DQG FRQVL

ODWHULDO LPSDFWV UHODWLQJ WR HTXDO WUHDWPHQW { #X S|§OEL|L‘JF Lf( VVHWR Qll\_P%(/WF \S?@ LWE/RV(\?'KDVVQ/ LRD%,PE
PDQDJHG DPRQJ RWKHU GRFXPHQWV WKURXJK WKH ,QFOXVEERQp bV L b Ay G LV RI LQGHI
RI WKLV SROLF\ LV WR IXOILO WKH FRPPLWPHQW WR SURWHEW, hR},:D W

%DQ Rsﬁ Q \é[ U

ULIJKWY DQG DSSOLFDEOH ODZV LQ WKH FRXQWULHV LQ ZKLFK D VLW@%SE\ EH DSSURS
LQFOXVLRQ JXDUDQWHHLQJ HTXDO RSSRUWXQLWLHYV SURYUZG®HQSROLEB\DY' %DQNLQWHU *URXS V ,QW HHQIFE& HERWVIDD\E DR Q K&
ZLWKRXW DVVRFLDWHG ELDV RI DQ\ NLQG 7KLV SROLF\ LVSBRWIRUSMMMLRQ RO WXUHLRQYE DFEHEO UHRW IR LBRQOV\VWHPYV LV
%DQNLQWHU *URXS HPSOR\HHV ZLOO EH JRYHUQHG E\ WKH JHQHUDO SULQFLSOHV VHW RX\

7KH FRUSRUDWH VXVWDLQDELOLW\ FRPPLWWHH LV UHVS 3 #&LlﬁwéléiHVE) §$\/${X %RE VIEII_%\(&QD% o WQXFi/Q \?I_Il_[VXFDUOl
PRQLWRULQJ WKH GHJUHH RI FRPSOLDQFH ZLWK WKH SULQF Q'IB\WE_E8 é—l |_Y\(/ HH QR é IOQ_IJ

HLU DELOLW
PRGLILFDWLRQV DQG LPSURYHPHQWY WKDW PD\ EH QHFHVVD

% R W X wv W ROLF\ D UFXODU DUH S
7KH GRFXPHQW LGHQWLILHY WKH 8QLYHUVDO 'HFODUDWLRQ\/o ﬁ%g 'I_J—é gé § !@r LQWHUQDO Y
RQ %XVLQHVYVY DQG +XPDQ 5LIKWV WKH WHQ SULQFLSOHV R % E \é B V% HFRPPHQGDW
WKH '"HFODUDWLRQ RI WKH , QWHUQDWLRQDO /DERXU 2UJDQL |I_.' Q R HIV\p \) D U

7KLV SROLF\ LV SXEOLFO\ DYDLODEOH RQ WKH %DQN V FRUSRUDWH ZHEVLWH DQG LQWHUQDO LQWUDQHW
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6HOHFWLRQ DQG 6XFFHVVLRQ 3ROLF\ IRU PHPEHUV RI WKH % DOINNDQAVHY ERQPUIGFRILE QUHREOLRY V

7TKH %DQNLQWHU %RDUG 6HOHFWLRQ DQG 6XFFHVVLRQ 3RIOHFRDHQWIEVOHRAMKHYH VRK HV ISIM. GRIOBLFNMVDWR® HQVXUH WKH
SURFHGXUH IRU WKH VHOHFWLRQ DQG UHSODFHPHQW RI PHWEHBUVRRF M KMH E ZIRWA LIRQIJGEDHRBYR HWQ GAHKE FEURPRWLQJ RFF)
WRIJHWKHU ZLWK WKH 3ROLF\ IRU $VVHVVLQJ WKH 6XLWDEAIONK \WKH AR BHE VRHPEMH IDVQ GH QD/AXUUHVOWIKIDW KLY SROLF\ LV
SURSRVDOV IRU WKH DSSRLQWPHQW DQG UH HOHFWLRQ RI| %DOQHNREWQRWHW DO BADKWH ERRQ CDQ SHVY RU WR B CUWRXSRI

WKH ERDUGIV QHHGY DQG FRPSO\ ZLWK UHJXODWRU\ UHTXLUHPHOWY DQG EHVW SUDFWLFHV LQ WKH ILHOG

7KLV SROLF\ ZLOO DSSO\ WR WKH VHOHFWLRQ RI %DQNLQWHU GLUHFWRUV

$PRQJ WKH JHQHUDO SULQFLSOHV WKDW JRYHUQ WKLV 3ROL/ H Q & \Q’H KDDVUSE\S
WKDW %DQNLQWHU ZLOO VHHN GLYHUVLW\ RI QDWLRQDOLWL \ﬁ W PH e
GHFLVLRQ PDNLQJ LV HQULFKHG DQG SOXUDO SRLQWV RI ng Q

WV L HULDOLW\ D
PDWWHUV ZLWKLQ LWV FRPSHWHQFH VLIQLILFDQWO\ WR WKH DGDSWDWLRQ RI WKH FRPSDQ\ V VW

7KLV SROLF\ LV XSGDWHG UHYLVHG DQG DSSURYHG E\ WKH PORDQNHGWRIXWE KDWG PRIGEHL UWFWRYVYLERBOWRLDGHQWLI\ PDWE
SURSRVDO IVXVWDLQDELOLW\ DQG DSSRLQWPHQWYV FRPPLWWBKYVLQYHO®AKUWODNIHDEG &V RGKKHEIDQN V RZQ DFWLYLW\ LQ W

ILQDQFLDO \HDU WKH 3ROLF\ ZDV UHYLHZHG DQG DSSURQKBGXMHWYH IRRPD® HRU LGIOU HF2VRK D YIHQ HWHMQ LGHQWLILHG D

PHHWLQJV RI ODUFK DQG 'HFHPEHU DW WKH SURSRQGQFRWW¥XHWOOWW MLIQHD ESLWORPHVID BE® VXSSOLHUV DQG RWKI

DSSRLQWPHQWY FRPPLWWHH RSHUDWLRQV GR QRW KDYH VLIJQLILFDQW LPSDFWV WKDW F

JRU PRUH LQIRUPDWLRQ FRQVXOW WKH $QQXDO &RUSRL>J<E§\|7|V|T-||V*RYHUQDQFH 5HSRUW DYDLODEOH RQ

WKH ,QVWLWXWLRQiIV FRUSRUDWH ZHEVLWH $V QRWHG DERYH FXVWRPHUV DUH RQH RI WKH *URXS V PF
%DQN WKHUHIRUH VHHNV WR PLQLPLVH QHJDWLYH LPSDFWYV

(WKLFVY DQG &RQGXFW &RGH

ULVNYV

7KH &RGH RI 3URIHVVLRQDO (WKLFV LV WKH GRFEXPHQW WK F R S %F Vv
YDOXHVY WKDW JXLGH WKH SURIHVVLRQDO FRQGXFW RI Lg/ %\ﬁ V\}’ IP(?\ELFL\S;D'\:NRHPGS‘
FROODERUDWRUV )XUWKHU UHOHYDQW LQIRUPDWLRQ RQ W b%\R_QXA M\?@%LQJ DG

&RQGXFW &RGH PRGHO WR DGDSW WR WKHVH HIIHFWV 7KLV LQFOXGHV PRG
7KH (WKLFV DQG &RQGXFW &RGH HVWDEOLVKHV VHYHUDO FPHOHUD® H ULYMNS OWD NJH OBW DQW W WRA HUEO®INDQW RSSRU
HPSOR\HHV 1RQ GLVFULPLQDWLRQ RQ WKH EDVLV RI UDFH—QFH‘FHQ@\H/RDHH\H|CD*ﬂ)R_1\W|R\Q'Ddl®\L\JQU'|I-GOZUWFKQFRQVXPHU H[SHF
VH[XDO RULHQWDWLRQ RU DQ\ RWKHU SHUVRQDO SK\VLFD KRO QGWWHRQHLP\QGLDO PHDYV

HVWDEOLVKHG DV ZHOO DV WKH SURPRWLRQ RI HTXDO RSS H'Z_ QG SURFH
IRUP RI KDUDVVPHQW RU ZRUNSODFH YLROHQFH LV UHMHFW Q(P V\P F DQLVP
UHVSHFWYV SK\WVLFDO DQG PRUDO LQWHJULW\ ,Q DGGLWLRQ g 1\HLRQV L
LV HQFRXUDJHG UHVSHFWLQJ WKH SHUVRQDO OLYHV RI é:sl g%ﬁ

IDFLOLWDWH WKLV EDODQFH 7KH ULJKW WR SULYDF\ LV J VWUL IJw’-l QG'-H_(/?D
SURWHFWLRQ UHJXODWLRQV ,Q WHUPV RI RFFXSDWLRQDOZQHDDNVWKD—Q/GH \LID)IFH_V(B\HQ.WLDLG/R)EF\NW@FHG([BWWWEHRWBMWURQ
PHDVXUHV LQ DFFRUGDQFH ZLWK FXUUHQW OHJLVODWLRQ %DR NS UWRWHFWWWYV bWRIUHDICO QY XRIHLWVVODWHUDWHJI\ DQG
ZRUNLQJ HQYLURQPHQW FXVWRPHU FRQILGHQFH PDUNHW FRPSHWLWLYHQHVV UHJ

*URXS 3ULYDE\ 3ROLF\ FDSDFLW\ &XVWRPHUV WUXVW WKH EDQN WR PDQDJH VHQVL

ILQDQFLDO UHFRUGY DQG WUDQVDFWLRQV (QVXULQJ SULYDI
,Q0 WKH LOQWHUHVWY RI FRQVROLGDWLQJ DQ RUJDQLVDWLROHL®IR BUFIWKUNLRYU FRPGD ODYMH Qi WKl GDWYBR\WVKLSYV 'DWI
UHJXODWLRQV ZLWKLQ WKLV SROLF\ LW LV HVWDEOLVKHEBSWKWYW QuEINY. & WHIE XW RW$ RQU OHD XN DYB SRWHQWLDO

LPSOHPHQWY D SULYDF\ DQG GDWD SURWHFWLRQ WUDLQLQJ‘V%%\H.&)%BO%Fg)FQLL‘{PWIEl&U}S)ISWHUFLWHG E\ LWV FRPPLWPHQ

)XUWKHU LQIRUPDWLRQ RQ WKLV SROLF\ LV SURYLGHG LQ WBRHURBORQL®D WD RY LAY FFX EFWRWRPWUVKDUHKROGHUV VWDI
PD\ EH SURFHVVHG ,Q FRPSOLDQFH ZLWK LWV OHJDO REO
IUDPHZRUN RI LQWHUQDO SROLFLHV DQG SURFHGXUHV LQFC
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BURFHGXUH ZKLFK HVWDEOLVKHVY WKH PHWKRGRORJ\ QHFH'VHUN FDQ OHDG WR D ORVV RI WUXVW DQG UHSXWDWLRQ Z
SURFHVVLQJ RI SHUVRQDO GDWD bQG bDSSO\ HIIHFWLYH PHDZKHUH WUXMW LYDNH WKHP

%DQNLQWHU KDV VSHFLILF SURFHGXUHY LQ SODFH WR HQV 7R PLWLIJDWH WKLV ULVN %DQNLQWHU DSSOLHV YDULRXV V
RI DQ LQFLGHQW WKDW PD\ FRPSURPLVH WKH FRQILGHQWLILWY SURGXFWYV DQG VHUYLFHV FRPSO\ ZLWK LQGXVWU\ UH.
GDWD 7KHVH SURFHGXUHV DUH PDQGDWRU\ IRU DOO HPSZRUNV RQ WKH FRQWLQXRXV LPSURYHPHQW RI LWV RIIHU 2ZlI
UHVSRQVLEOH IRU LPPHGLDWHO\ QRWLI\LQJ WKH ,QIRUPDW WKH H[SHFWDWLRQYURN AMMMVFRL I DQWHQHLGHQW
YHVWILIDWI RO NDOG WKH DGRSWIRQO RI VXIII FI HOW
PHDVXURY WR SUHYHQW VLPLODU VLWXDWLRQV 1URP UHFX Ul DOVE" PBLOWET QVIFSHET ™36 WubQVspiiidiv Frepxo
FKDUDFWHULVWLFV RI WKH SURGXFWV DQG VHUYLFHV DV ZH
,Q DGGLWLRQ WKH EDQN KDV D 'DWD 3URWHFWLRQ 2IILFHVWUHQJWKHQ LWV UHVSRQVH FDSDFLW\ WKH %DQN KDV FU
LQFLGHQWY DVVHVVLQJ WKH LPSDFW RQ WKH SULYDF\ ULJUHDFW TXLFNO\ WR DQ\ VLWXDWLRQONK@WZRMMKDIIHFW LWV U

lOFI GHOW SRVHYV KIJIK UIVN WR SlUJII YDE\ WKH
FXUUHQW UHJXODWRU\ REOLJDWLRQV ,Q WKH HYHQW WKDW)L DOO\ S ONLBW Y WUDLQV LWV WRoP' WR o dHUVwboac

UHOHYDQW VXSHUYLVRU\ ERG\ DQG LI QHFHVVDU\ WkH DJLRBO
%DQNLOQWHU RSHUDWHYV XQGHU D ILUP FRPPLWPHQW WR vay,’f,'ﬁ.\';RSQ.F.YV,\BL';vV‘L’.\(YDVFWv'—,BrQ.\V RR Wik WA'&%VLRQ RI WKH |

'DWD 3URWHFWLRQ 5HIJXODWLRQ *'35 LQ (XURSH ZKLFK HV7KH QDWXUH RI WKH T1LQDQFLDO VHFWRU LQYROYHV KDQGC
LV FROOHFWHG VWRUHG DQG SURFHVVHG FULWLFDO RSHUDWLRQV PDNLQJ LW HVSHFLDOO\ YXOQHU
$GDSWLQJ WR WKHVH OHJDO IUDPHZRUNV DOORZV DYRLG%DQ’.\I.IFQWHU KDV KLJKOL HUWH SULRUL W
DGGLWLROQ WR UHLQIRUFLQJ WKH EDQN V LPDJH DV D UHVSKBY ' 55[5‘ g 30DQ WK
GLJLWDOLVHG ILQDQFLDO HQYLURQPHQW %DQNLQWHU X LR O LW \ DQG DY
PHDVXUHV FDQ LQFUHDVH H[SRVXUH WR ULVNV VXFK DV F\E Bbod |_ LPSOHPHQWV

DGYDQFHG GDWD SURWHFWLRQ VWUDWHJILHV WKDW PLQLBRPH RI WKH PHDVXUHV DGRSWH‘G"LQ‘F"O’XG'H"WKH XVH RI DGY
FRQWLQXLW\ SURWHFWLQJ ERWK LWV FXVWRPHUV DQG WKHDQG WKH VLPXODWLRQ RI FRQVWDQW DWWDFNV WUDLQLQJ

SURJUDPPHY DQG VLPXODWLRQV DQG VHFXULW\ FHUWLILFDW

7KLV FRPPLWPHQW WR SULYDF\ DQG GDWD SURWHFWLRQ o9RJUEL [LPXOD V2o
HVVHQWLDO FRPSRQHQW RI %DONLQWHU V VWUDWHJILF YLVMR, JﬁREP.QW,UEUVY,EUVI?ﬁ'?bLFIWO‘_ML KR @ IURFRY MY x v w

ZLWK LQWHUHVWHG JURXSY DQG FRQVROLGDWHYV LWV SRVLV%DONLQWHU V' JQIRUPDWLRQ 6HFXULW\ ODVWHU 30DQ FR)
RUJDQLVDWLRQ ,W IRFXVHV RQ WHFKQRORJLFDO ULVN PDQD

$QRWKHU RI WKHVH PDWI-FLRLPEP(X@.DH:D_WHR)QN‘RILVRWEDDQWNQE‘G..H?\H.O,RSLQJ VSHFLILF SROLFLHV LPSOHPHQWLQJ EXVLQH
L

RSHUDWLRQV EDQNLQJ DQG ILQDQFLDO VHUYLFHV E\ FXVWIhr i ) iy Tuaz sy T vy

6HUYLFH DUHD SOD\V D VWUDWHJLF UROH LQ DOLJQLQJ FXV"E(H\TQV'EQS’\TV'%'QL'J\/"\%{\!‘\'I/DT_QFf%{O""Y‘H"V' W BOVRIILYAV KLIK SULRULW\
FRUSRUDWH REMHFWLYHV ,WV LQWHJUDWLRQ LQWR WKH RE\ER SEQVW SAYI A BWL DB FIEHE WRUHBWY a0

LPS
H[SHULHQFH DQG UHJXODWRU\ FRPSOLDQFH DUH FRUH SLOOVH‘IE Wi PROLWRULOI 'DAG TUDXG SUHYHOQWLRQ ZLWK FR

7KH &XVWRPHU 6HUYLFH DUHD VXSSRUWV WKH EXVLQHVV VWUDQVDFWLRQV DQG VHFXULW\ DQDO\VLV RI DSSOLFDWLRQ
ZLWK WKH 5HIJXODWRU\ &RPSOLDQFH DQG /HJDO &RXQVHO HQVXUH WKH FRQILGHQWLDOLW\ LQWHJULW\ DQG DYDLODEL:
ESG SURDFWLYH YLVLRQ RI WKH ULVNV DQG RSSRUWXQLWLHV éJZH\/OPéA/HHQGW\E\IITHFGX\IS\\I\//RePZI—élI{l\(JD\ZVKLIRQDO ULVN SxH WR D |
QWULEXWHV WR PLWLJDWLQJ RSHUDWLRQDO ULVNV CLK! GHQWLILHC
UHODWLROVKLS D NH\ GLIIHUHOWLDWLQJ IDFWRU LO WKH PERQWLQXLWII"DQG” €6 HFXULW 'LQ"WKH SURWHFWLRQ RI FXV\
GLUHEWO\ OLQNHG WR WKH LQFLGHQFH RI T/HDNDJH RI
5HJDUGLQJ WKH QHJDWLYH LPSDFW 7R PLWLJDWH éFRQVXP LQIRUPDWLRQi $V SUHYLRXVO\ QRWHG SULYDF\ DQG GDWE
SUREOHPVRY® UDIOHD FXVWR P HY% DH)S HQWHQFHHOLHY RQ WKH KDYH EHHQ FRQVROLGDWHG DV FRUH VWUDWHJLF SLOODUV L
VXUYH\V FRQGXFWHG E\ WKH 4XDOLW\ GLYLVLREWS$YURPHRWHZRUNHUY WKURXJK VSHFLILF WUDLQLQJ LQ DGGLWLRQ WR S|

6FRUHQGLFDWRU LV IROORZHG ZLWK WKH DLP RI DQDO\VLQC% DQ&HY%%U]L{%W %Q/k/\POJ\ %_Fé \UGEH QHSS&/LFYI%L’SO\LQJ ZLWK

HISHULHQFHV DQG ILQDQFLDO ORVVHV WKDW FRXOG UHDFK PLOOLRQV
JXUWKHUPRUH UHSXWDWLRQDO ULVN LV D VWUDWHJILF LV WOHY YWRIOL QIDEYINOLQW H U KKN F DAXIVEIN LW WAHDW @AW DRWQAOHSURWHFEFWYV
DILTHFW FXVWRPHU SHUFHSWLRQ DQG WUXVW ZKLFK LQ WHQQLURPHWYW RRWWWW VDWLVIDFWLRQ DQG

XOWLPDWHO\ WKH %DQN V | FXVWRPHU H[SHFWDWLRQW RI SURGXFWV DQG

DWLQJ DWWDFNV DIDLOVW "WKH *UR>

AR — Vo o1y
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'LDORJXH ZLWK FXVWRPHUV 6XVWDLQDELOLW\ SROLF\

'LDORJXH DQG FROODERUDWLRQ ZLWK VWDNHKROGHUYV DUHARIMBWBHY “BRRX®Y HEHHWRLE DREWREW o FoRA L WHERIQLIHV ¢
XQGHUVWDQG WKH RSLQLRQV LQWHUHVWYV DQG ULJKWV RPERJIEXBMUWKHE S Wlgdd LAWY DWW WHRG b OLQH ZLWK W
LQWHJUDWH WKHVH DVSHFWV LQWR LWV VWUDWHJ\ DQG EXWMHQVFWHE HR H p@RIRPEKDIRG R oAWBTH WKLYV 3ROLF
LW HDVLHU WR LGHQWLI\ PDQDJH DQG PLWLJDWH ULVNWFERWIFOHR KROYVWw DML @\ HD@F FOHDU UHODW
RSSRUWXQLWLHY WR LPSURYH FXVWRPHU H[SHULHQFH ,w D/OWERNUHHK RO RHYY v WAKIHR X6 K QW K\H AR PHY bQPIH WS WIRG XFWYV DOLJ
WUDQVSDUHQF\ LQFOXVLRQ DQG FRQWLQXRXV LPSURYHPHQWKRPLWWVMVMHYBbFHEDO SURGXFWY DQG VHUYLFHV

,Q WKLV FRQWH[W WKH LQFLGHQWVY ERWK FXUUHQW DQG SQRWEOWIDRQ DWKAHOORES WRAHUMREHY OVRNWHVEGHFW KXPI
UHODWLRQ WR DOO FRQVXPHUV RU HQG XVHUV UHJDUGOHVRSKIURWHIVU ERDDBERAMHALD Q WH FAL W& GL WIYS B KPW QH YL JIKWH 3UL
FORVHO\ OLQNHG WR WKH *URXS V VWUDWHJI\ DV D SURYLE8HODRDWLFIIRRI X POUR BIXIHWW DWW ISH \BHUWHEVLDWLRQV *XLC
7KHUHIRUH WKH LQFLGHQWY LGHQWLILHG LQ WKH GRXEOHS5PHKWHU L BNIHV\2 083 D DXV GW OAHAUHAMH TRW DOROWIMQ D\GRQDO (QW
FRQWULEXWH VLJQLILFDQWO\ WR WKH DGDSWDWLRQ RI WKH)XREIPFQWDRW UPUNLIDALS Q 8 VE DAL BUVYKMRG P& :RUN DQG RW

VXFK DV WKH S%LWHG 1DWLR8V *OREDO &RPSDFW
%DQNLQWHU KDV YDULRXV FRPPXQLFDWLRQ FKDQQHOV GHVLJQHG WR IDFLOLWDWH WKH H[FKDQJH RI

LQIRUPDWLRQ ZLWK LWV FXVWRPHUV 7KHVH FKDQQHOV DUHMKGHXVYPEQW R LIDWHK HR QWK LAD YV QDMBISUIRYW G BQWKH ERDUG
RSLQLRQV DQG WR SUHVHUYH WKHLU ULJKWV LQFOXGLQJ UHRUW NKWHRULNKOD G WV IKRWU HDROVDYSHEMW PDMRLRIQLPIRG FRPSOL
%DQNLQWHU LV ILUPO\ FRPPLWWHG WKURXJK LWV KXPDQ ULYKWVWIRQDEBELOQOWH BODWLRQ LW DOORZV IRU

HITHFWLYH LQWHUDFWLRQ WKDW VWUHQJWKHQV WKH UHODWILRQ H Y, E PHG QR ARXGH
GLJLWDO RSWLRQV VXFK DV DSSV DQG RQOLQH sooWlRUI%l@RJ gﬁbﬁaé%WW%%lgﬁfxﬁﬁq\g%%b@&LQ SHIVgK(/IBQ v FRP
FKDQQHOV ZKLFK VHHN WR DGDSW WR GLIIHUHQW FXVWRPRHAVUKBEBPW IHQYG GRNG PV FKGMDFWHULVWLFV 7KLV

DSSURDFK DOORZV IRU VWUXFWXUHG PDQDJHPHQW RI WKH %§%B§g§W R Q UW{LLFWBQéKéﬁéé:)PFQNEERémHﬁQVXUHV WKDW
Q

(
WR DGMXVW RU LPSURYH WKH RUJDQLVDWLRQ V VHUYLFHV DR o'V |¥JY|QF\ UHVSHFW DQG WKH EHVW EDQNLQJ SUD

7KH %DQN KDV D VWUXFWXUHG DSSURDFK WR LGHQWLI\LQJS HWHMRH®LD \& DGWD D @& L 5 K HWH @AW HOW BE JDRQINIEHQWLDOO\ DQ
LQFLGHQWYV WKDW PD\ DIIHFW FRQVXPHUV RU HQG XVHUV Y,IOR @KW HHWKE W IRIK &NWHFRXO\QURWKDW LW KOVR SURPRWHV
FDXVHG RU H[DFHUEDWHG D UHODWLYHO\ VLJQLILFDQW DQGLEXWQW)HVYW HWANEYD VOGS HDOWDERVYVKHSDRULFLDO FKDQ
PHFKDQLVPV HQVXULQJ D TXLFN DQG HIIHFWLYH UHVSRHYWHXUZRHMVB L B HRK® QLIPYV S DFDEE HVUHD WP HQ W
SURFHGXUHV IRU UHVROYLQJ LQFLGHQWY WKURXJK WKH &XVWRPHU 6HUYLF D_ WKH X W R

GLIJLWDO VHFXULW\ LQFLGHQWY WKH LPSOHPHQWDWLRQ Rl%ﬁé‘&%%w%\éﬁb Eﬁ@@%ﬁ{/%%UVV{W&?%MZF@@WD%QVLEOH IR
UHODWLRQVKLS DQG WKH FRQWLQXRXV LPSURYHPHQW RI su% VDEECYHUYLFHY EDVHG RQ WKH DQDO\VLYV

RI TXDOLW\ VXUYH\V (DFK RI WKHVH SURFHGXUHV LV GHVLJQUG MR DLGERBNVYWY RIKD VRIFHLGHRWIM HQVXWIQAFY DQG FRQG.

WKDW WKH FRQVXPHU UHFHLYHY DQ DSSURSULDWH DQG WLPHO\ VROXWLRQ
+XPDQ 5LJKWV DQG 'XH 'LOLJHQFH 3ROLF\

3ROLFLHV DQG SURFHGXUHV 7KH PDLQ REMHFWLYH RI %DQNLQWHU V +XPDQ 5LJKWV 3R

JXDUDQWHH EDODQFHG WUDQVSDUHQW DQG FOHDU WUHDW
7KH IROORZLQJ GHVFULEHV WKH NH\ SROLFLHV SURFHVVHVI QIS WHW I WBWKEKDBbW WaKH LldbO R KBGM ®@ @G iy KR VWD QFHYV
PDQDLWY LQFLGHQWY ULVNV DQG RSSRILDOO RI ZKLFK DWW WOV HRYS RRIMIWDOQEHSHRSOH HQVXULQJ WKDW FXVWRPHU UHC
WR FRQVXPHUV RU HQG XVHUV VLQFH WKH\ PD\ DIIHFW BSORIHKWIVRRMDULY P UBIKE B8 BBOW \DQ & IH W K HE\

FKDUDFWHULVWLFV RU FDSDELOLWLHV 7R WKLV HQG %DQNLQWHU DVVXPHV WKH FRPPLWPHQWYV F

7KHUH DUH PRUH H[WHQVLYH GRFXPHQWV WKDW DOWKRXJKSWRWRGEROYRWQERQWW QW RWEVD VEHGEX ALIFQSRMOKF\8QLYHUVDO

GLUHFWHG H[FOXVLYHO\ WR FXVWRPHUV RU XVHUV DGGUHY¥VLERHALIO/HSHRQYVIRHNVWEHVEDROGY +XIPORQWIIRRBWKLSWKH WHQ S

ZLWK LWV FXVWRPHUV &RPSDFW WKH 'HFODUDWLRQ RI WKH ,QWHUQDWLRQDO /LC
BULQFLSOHYV
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7KH SROLF\ ZDV DSSURYHG E\ WKH VXVWDLQDELOLW\ FRPPHWBHH DEXK LDFKG LD WIH BIRWHEWHR QRBIILFHUVY RI WKH YD
PROQLWRULQJ DQG HQIRUFLQJ LW %DONLQWHU *URXS ZKRVH IXQFWLRQV DUH GHILQHG |

%DONLQWHU V +XPDQ 5LIKWV 'XH 'LOLSURWHFWLRQ RIJIXDV Br&WW F RQV\ LQFO;(GH DFXWLQJ DL\J/VDUF?RLQW RI V\'/:EI-?V;E
IXQGDPHQWDO ULJKWV WKURXJK WUDQVSDUHQW UHODWLRQVKLS \% %%@ngégib %Wﬁgv . W L&%%%b%{/
PHDVXUHVY WR SURWHFW SHUVRQDO GDWD FRPSO\ ZLWK DSSO E EO J L ET % PDQDJH

FRPSODLQWYVY WKURXJK WRROV VXFK DV WKH &XVWRPHU 6DUFKLFIHW D UHDR WetSRW LDRIG 2DILFRQ | KENQMUHDIDNVHG DQ HPDLO D

ZKLVWOHEORZLQJ FKDQQHO 7KHLU DSSURDFK IRFXVHV RQ WXH®GG QU HFMOD WALRNK KIXSW EHDRQE® BQ @WKH¥VDU\ DERXW W
WUXVW DQG PXWXDO UHVSHFW LOQFLGHQWY ZKLFK WKH 2IILFHU ZLOO UHYLHZ DQG UHVSRQGC

JROORZLQJ WKH DQDO\VLVY RI WKHVH SRVVLEOH FODLPYV L{RIRE\BX\BI%EID,\%MMV DFOX\éyélélF\HUG\/H\gBHWéwQWK\WVKY[PVVLRXV cbw
HIDPLQHV WKH FDVHV UHSRUWLQJ LWV FRQFOXVLRQV WR WHKRWIHK LWKHS BHYE QUW.RWLRQG CE XML QXKW XHR ®&XRN WKH JRYHL

FRPPLWWHH IRQIRXPWWHRQ VHH VHFWLRQV %XVLQHVV RRQGAEWOWORQ LQ&RBWWHUYV RI SULYDF\ DQG GDWD SURWHF
HWKLFV DQG FRQGXFW -XVW DV LQ LQ QR FDVHV UAMO/D WEHMHWW LKXP B Q JXIDKMWQWHIIR QDWILRIQWLIKHVW UHVSHFW
KDYH EHHQ UHSRUWHG SURWHFWLRQ

BULYDF\ 7R DFKLHYH WKLV REMHFWLYH %DOQONLQWHU *URXS UHOLHV R

%DQNLQWHU *URXS V 3ULYDF\ 3BROLF\ UHJXODWHV WKH JHQHUDO &REPQELSQHKM WKOWXWKH ® D OINQIQOWDHUL R QRRPOSVWXDUD QW
DSSO\ WR JXDUDQWHH FXVWRPHUVI ULJKW WR SULYDF\ ,WV PDLQUR ENMMY¥WIQEH S HUWRQIXD GDGWVDHFHU B MHFHFIVR QR U

WKH ULJKW WR SULYDF\ DQG WKH SURWHFWLRQ RI FXVWRPHUVI SH g@ \8 DEJ ﬁ%)glr @%F .E H

*HQHUDO 'DWD 3URWHFWLRQ 5HJXODWLRQ *'35 7KH 3ULYDF\ 3RdU YE%S - Pob \'T'_F HEIENORLSEZSS:;
WR WKH GLIIHUHQW VXEVLGLDULHV DQG EUDQFKHV IRUPLQJ SDUW K1’ eetid 'QH Jup&s U JEV\EH ) Iﬁéng JwWKLG
DFWLYLWLHV UHODWHG WR WKH SURFHVVLQJ RI SHUVRQDO GDwp 0 BERESY QUE L B b e R 2 OHG I Dot VAL,
%DQNLQWHU *URXS V 3ULYDF\ 3ROLF\ FRPPLWV WR FRPSO\LQJ BUWRRHSXHHV3BQOBQWUBEDQWRMXMY VSHFLILF WR HDFK DU

DSSOLFDEOH GDWD SURWHFWLRQ UHJXODWLRQV LQ WKH FRXQWU IHHM EQHDKL AXQIGWFREBODWRIMH ZLWK LQWHUQDO DQG UHJ

5HVSRQVLELOLW\ IRU LPSOHPHQWLQJ WKH 3ROLF\ UHVWYV DW WKH XQVEBUWQGHY PO RNLYWH LR IVRJISY DWRLBRODQWHHY WKL
HQVXULQJ WKDW DOO UHJXODWLRQV DUH IROORZHG DQG FXVWRERMW ZKLFKD B\DWDIHOWY BURFHMVBBFWRGE WKH\ DUH S
J)LQDOO\ WKH 3ULYDF\ 3ROLF\ LV PDGH DYDLODEOH WR DOO VWDQGEKW®RRIKGHUDNZ MWMIOURRKYK VW& NIM WER O HWROQESY VXFK SUR
FRPPXQLFDWLRQ FKDQQHOV HQVXULQJ WKDW LQWHUHVWHG SDUWRRS AGEF WKRNKH DAOD X WMKHG RAEFO VXB5VE RRIGW LRV 5HIXOD\
LPSOHPHQWDWLRQ KDYH DFFHVYV 3DUOLDPHQW DQG RI WKH &RXQFLO RI $SULO R

7KLV SROLF\ DOVR GHILQHV WKH RUJDQLVDWLRQDO VWUXFwxU@-UH BD'%EJ 5 \% | SLpEd VBV Q UOVESV%UGQVDV\'
%DQNLQWHU *URXS 7KLV VWUXFWXUH HQVXUHV WKDW DQ\ LQLW, Y |;j Q \ N 4& V DSSUR"
FDUULHG RXW WKDW PD\ KDYH DQ LPSDFW RQ WKH ULJKW WR SULYDE\ P \%HVM L AR WS WRp B w\u} R2OWHU U
FRPSOLHV ZLWK WKH UHJXODWLRQV LQ IRUFH RQ WKLV PDWWHU 'y '~ hoR0J ZLWK WKH YDULRXY GDWD SURWHEWLRQ

7KLV RUJDQLVDWLRQDO VWUXFWXUH LV PDGH XS RI WKH IROORZLES ERWBHMWKURXJIK PXOWLSOH FKDQQHOV

B3ULYDF\ FRPPLWWHH D FROOHJLDWH ERG\ ZKRVH PDLQOIX®FYWHRY UW\ WRDQUYRRWWH DURXS KDV DOO WKH QHFHYV
DSSURYH LQLWLDWLYHV RI VWUDWHJILF LPSRUWDQFH IRU %DUFNHQWH Y \MIRKE IDUIPX UK BPRIE R\ XQDXWKRULVHG DI
DIIHFW FXVWRPHUViI SULYDF\ ULJKWV 7KLV FRPPLWWHH LWYRFSEYHG PRVWO\ Rl VHQLRU

PDQDJHPHQW 7KH &KDLUPDQ RI WKH SULYDF\ FRPPLW RU DQQXDOO\ WR

WKH DXGLW FRPPLWWHH RQ WKH FRPPLWWHHIV DFWLYL LH\%E’I%‘U oW PP BB HY

0,
&RUSRUDWH 3ULYDF\ DQG 'DWD 3URWHFWLRQ 2IILFHU %gféﬁ@g@gﬁ@ig%%%\&%%;%Q&\&%b%%%\gtg\(?Gﬁ’ﬁ_%ﬁ'{/Q
;DDULNRLXVWngL*YUDRF;SDQG DWD 3URWHFWLRQ 2IILFHUV % 1o PREEMU I W¥DHOG FODLPY WV PDLQ
6DQNLQ FDUH DQG UHVROYLQJ FRPSODLQWYV LQ WKH VKRUWHVW
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VDWLVIDFWLRQ 7KH FRPPHUFLDO DQG SURIHVVLRQDO KRQRREPPEDRDQEWW RR QVKR | &XKMW RIHH/R GKXWYRBDHRD LFHRPSODLQWYV RU
6$& SHUVRQQHO DQG WKHLU H[SHULHQFH LQ ILQDQFLDO DRDWIHVL L QU KIHIKE QW] VEN QR UKIH) BR O P LG GIVWKWHVXVWRPHU

WKH PDQDJHPHQW RI FRPSODLQWY DQG FODLPV KLIJKOLJKWHQAWVEN Q@B SEIBUIRAD DG SWRS%DIWHQWBORZRKSZLOO EH SRV\
WR LGHQWLI\ DQG PLWLJDWH ULVNV UHODWHG WR FXVWRPHBRWPPX QY IFEFCAMWLLARQV DG WKH ERESDWH V QHBR @DWILLR@ UHJDUC
2SSRUWXQLWLHYVY WR LPSURYH SURFHVVHV DQG VHUYLFHV EHHGE HRWQ WKR P HMIGH DG\ WH WHHIUY AVGK D UHH DRV RWLRQ WKH F
PHQWLRQHG ZHEVLWH DV D FRS\ ZLOO EH JHQHUDWHG DQG PDGH DYDL

7KH 3ROLF\ DSSOLHV WR WKH PDLQ HQWLWLHV RI %DQNLQW%@S@%HQK{%EVW\QH BQ&WLRQI WlﬁHH E/?(\ék'/L%IL%)BLQHN\}'QWHUFDl
LQ

KDYH WKHLU RZQ SROLFLHV DOLJQHG ZLWK WKH VDPH S HV 7KH KLJKHVW OHYHO RI WKH
RUJDQLVDWLRQ UHVSRQVLEOH IRU LPSOHPHQWLQJ WKH SR @ GR\L ML RQCHD @ H DB GRIQW KS$HU B X V @IRPH H DOH UDALFHVY WR WKH U
DUHD 6%$& ZKR PXVW KDYH FRPPHUFLDO DQG SURIHVVLR QD& DLRDMOH DISEH DDVL @ HDIOH X VIVGRPTEKD WH OREDO SRVLWLRQ
NQRZOHGJH DQG H[SHULHQFH ,W UHIHUV WR YDULRXV UHJW®&B WU RFEO/D DR) G REISDHAVYMWY H\) WEFOREWQILEDGHRQYV VHFWLF
(&2 IDZ DQG 2UGHU (&& ZKLFK JRYHUQ :\WERDGBSDWPWREQWMH EDQN V VIVWHPV IRU D SHULRG Rl \H|
7KH 3ROLF\ LV HVWDEOLVKHG ZLWK WKH LQWHUHVWYV RI FXVWRPH PL QVX ] WKHL ,
FRPSODLQWYV DQG FODLPV DUH KDQGOHG IDLUO\ DQG HIILF(&P %@éﬁggg%&P&ﬁQ"g gv q@%g IGV\iSle\w/KHLU DWD 0l
SRVVLELOLW\ RI HYFDODWLQJ WR UHJXODWRU\ ERGLHV VXFK \ﬁ KH YN RP Iﬂ_I'_(ELH é’\ﬁllo VRUPRBLY wkHy

DUH GLVVDWLVILHG ZLWK WKH UHVROXWLRQ RU LI D UHVSR@Q\WH QN QRVK SUKRIYSEGHGLYLWEVOR WHKH GHOXOBP WRUWKH *XLG
WLPHIUDPH FODLPV IRU WKH VHFXULWLHYV DQG EDQNLQJ VHFWRUV RI

)W LV DYDLODEOH WR VWDNHKROGHUV LQFOXGLQJ FXVWRPrﬁ%\f\%ﬂétﬁéﬁ\uw\ﬁﬁﬁER%ﬁ\%'ﬁ%%m@Qﬁ%ogéB&%@g@fRSQRGI 'F-SV

FRQWULEXWH WR LWV LPSOHPHQWDWLRQ E\ WKH %DQN RI 6SDLQ WKH &6' PXVW FRQWLQXRXVO\ DQL
7KH SROLF\ LV GHYHORSHG ZLWK HIIHFWLYH DQG WUDQV S DRRRSN BIURW M OXQEH \F O R UPKRDIQ® RWGHRX WRRIPGHHIQWLI\ DQG DGG
FRPSODLQWY HQVXULQJ UDSLG DQG DSSURSULDWH SURFHVSRW H QW MWDKCH OHDIDHD IR\ ZBIDWLRY MCKB QGI6RYDAW ULVNV

UHJLVWUDWLRQ RI HDFK FRPSODLQW DQG WKH PHDVXUHYV DGSS UHGGHILPL{NIRWgHLWIYmX\gbRQHVV DQG UHVROYH WKRVH LV

%DOQNLQWHU PDNHV WKH IROORZLQJ LQIRUPDWLRQ DYDLODE®RMS WRLQWY BEXVWRPHG V VERRNV & XR/QV RVKHHU QGGRRW IYREIFH DUHD FD
ERDUG DYDLODEOH LQ DOO EUDQFKHV RSHQ WR WKH SXEOLFGBH®/® IRV LRMVZKHEY LDMHH EMYRUQBWHE® ERPNVKH 6$& LQWHUQDO

7KH H[LVWHQFH RI WKH &XVWRPHU 6HUYLFH DUHD DORFQOJD£IE)\>6K LWV FRQWDFW GHWDLOV
(
FXVWRPHUY UHODWHG WR WKHLU OHJDOO\ UHFRJQLvVAGUG LUWHRURVWY UYG ULJRWY ZLVWHNK VWRKHMA

PD[LPXP UHVSRQVH SHULRG EHLQJ WKDW HVWDEOLVI4XDQIQWWKH JHQHUDO UHJXODWLRQV LQ

IRUFH DQG  ZKHU DSSOLFDEOH LQ WKH VSHELILE RHIERRWLERY o-Qx bH{A WRFWHS cuivio bos Frruct
VI\VWHPDWLFDOO\ DVNLQJ DQG OLVWHQLQJ WR FXVWRPHUYV '

$ &XVWRPHU 6HUYLFH DUHD 2SHUDWLQJ 5HIXODWLRQ L/QBGOWMRS OQ SHOPWHQJ LPSURYHPHQW SODQV DV UHTXLUHG ED\

,Q WKH HYHQW RI D UHVROXWLRQ WKDW LV XQVDWLVIDARWRED (RNU ZWRKH FXWWR RIPHSU R Y HG WHD/ISRHWH QW WHY  WKH HII
ZLWK WKH RXWFRPH LQIRUPDWLRQ LV SURYLGHG RQ WXGDSR\DWIERQ LWR RIP QH FHKODWYIHOWKFHSRBWMAKHY HQDEOLQJ F)
WR WKH DSSURSULDWH &RPSODLQWYV 6HUYLFH GHSHQWKAJIJTRQOLKMH RXBWMHFHGERIQFH UG HB L YADEQ N

Rl 6SDLQ &109 RU *HQHUDO 'LUHFWRUDWH RI ,QVXUD%H &évw%Huvwwl%%;r{f%w
, W|1E S QX L % DO\WLQJ FXVWR
EHIRUH DSSURDFKLQJ UHJXODWRU\ DXWKRULWLHV W k%\% ) %WD K ) 88 QWHPHQW A6y DORH

WR WKH &XVWRPHU 6HUYLFH DUHD TXDOLW\ E\ UHFDOLEUDWLQJ WKH EDQNiV 3UHGLFWLYH 4XDC
5HIHUHQFHV WR WKH UHJXODWLRQV RQ WUDQVSDUHQRPRXQEHWRYERAPMHRWLRY IULDREWD/O MHWYEBRIBHWO VHHNV WR D
FXVWRPHUV LQ D SHUVRQDOLVHG ZzD\ DOORZLQJ D SURDFWLYH DSSURDFI
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LWKLQ WKLV VWUDWHILF IUDPHZRUN GLIIHUHQW DFWLRQOX®BOWD QWK K DK CEAHHQ SOGBYWHR BB H/GR IPLRPHIGVN BW DOO WKH LQIRL
LPSURYLQJ FXVWRPHU VDWLVIDFWLRQ ZKHWK3IWRPRWEDVHRILHGVRRP EHQWHUHBBLYHG ZKLFK DUH FDWHJRULVHG E\ DUH!

2QH RI WKH PDLQ IRFXVHV LV XSGDWLQJ FRPSDQ\ FRQWDFWDGIGQA WLRK) WKW HPXDBQ WX WLUWHD WRBRWHWKHU ZLWK RWKHU
LQIRUPDWLRQ LV DOzZD\V DFFXUDWH DQG XS WR GDWH ,Q DGGRWRRF® OVWHKDW HIMNVHALYEDUW N KEHHM. QVJK HPEBIDKPHIRXKHG O JXLGHOL
WR LQFUHDVH WKH SHUFHQWDJH RI UHVSRQVHV WR VXUYH\YRWKOMLRZOOPXVWABRHAURU 7KLND 3MHRIWWRW R &/ LMAVSIDFFDNMOVY W KH P
UHSUHVHQWDWLRQ DQG D PRUH SUHFLVH YLHZ RI FXVWRPHUVHDWILFVHDFWLRQ

5HIDUGLQJ WUDLQLQJ HIIRUWY DUH EHLQJ PDGH WR HQKD QHAH WIRP MMHIDALPLA) B RR WRKFR ODRWHM Q HWH AR WNK B FRPPHUFLDO |
FRPSDQLHV WR KLJKOLJKW WKH LPSRUWDQFH RI WKH 136 DRRQ@WDHWW R[BO ORDVWNVHDYIR & RPRPHUFLO® $FWLRQ GHILQLC
TXDOLW\ DQG SURPRWLQJ LWV FRQWLQXRXYV LPSURYHPHQV\DV\6$-|I-H)H:LKIL\F\NIDBWLRQ SODQV KDYH DOVR EHHQ

GHVLJIQHG IRU EUDQFKHV DQG FHQWUHV ZKLFK VKRZ DUHDN RI HL X )

HIDPSOH LQ ZRUN ZDV FDUULHG RXW ZLWK EUDQFK ng 3 }?\' 'f\éH%WQFQLLéjDJV% VIVRKUH WUESDGV

UHVXOWV FRPSDUHG WR 6LPLODUO\ PHDVXUHV ZHUH |_ P% ﬁ’ Q‘ dﬁ MEE ﬁ/\p\ \@HUVRQDOLVHG iy
RI ZKLFK LPSURYHG DOG LQ SULYDWH EDQNLQJ FHQWUF_I QVL& &VHQWLDO WR FUHDWH b IRXOGDWLRO RI WU

$ GHWDLOHG DQDO\VLV RI WKH UHVXOWV LV DOVR FRQGXF% \ W %

5HWDLO %DQNLQJ :HDOWK ODQDJHPHQW &RUSRUDWH 60( % g%

OHYHO RI VHIJPHOWDWLRQ DOORZV IRU PRUH SUHFLVH LGHQ \%

F ; Ygﬂ? RY LeHowLILO.

Q/ H,E/E{Q,_P G VXEVHT

DQG WKH GHVLJQ RI LPSURYHPHQW SODQV WDLORUHG W fgg i‘ WV DQG VH

PRQLWRULQJ RI TXDOLW\ DQG VDWLVIDFWLRQ LQGLFDWRUYV 'H,UVHG S

Rl WKH DFWLRQV LPSOHPHQWHG HQVXULQJ WKDW WKH QHF)BL >(g, WEYKL R IQLRQXULQJ W
D FROQVWDQW LPSURYHPHQW LQ 136 UHVXOWYV

"HWDLOHG UHSRUWY DUH WKHQ SURGXFHG VXPPDULVLQJ WK "g? FESV E 2/\\’/VKV\'/*KE|LEX';/\\/N:
DQG H[SODQDWRU\ FRPPHQWY 7KHVH UHSRUWYV DUH VKDUH 'i |¥V DA
WKURXJK LQWHUQDO SODWIRUPV VXFK DV WKH LQWUDQHW | LI KDY Y

DFFHVV WR WKH UHOHYDQW LQIRUPDWLRQ

&RPPXQLFDWLRQ RI UHVXOWYV LV FDUULHG RXW WKURXJK P QL'>: V\’/R|5<E|9 \'R/V\X/% Hv(\? I\E/\HZLV\I/DIj
WHDPV DQG GHSDUWPHQWY LQYROYHG LQ ZKLFK ILQGLQJV F[RP(
SODQOHG ,Q0 DGGLWLRQ VSHFLILF IHHGEDFN LV VHOW WR § %é\]/\w,

VSHFLILF DUHDV IRU LPSURYHPHQW Y'- HEWLY XD LQ HS&’ KbW '-V FR

)LQDOO\ DFWLRQ PHDVXUHV GHULYHG IURP WKH UHVXOWV PSP '?ql{/'- K&%j%\BQHiaUS\NURRFIH
HPSOR\VHHVY DQG DGMXVWPHQWY LQ FXVWRPHU VHUYLFH ngggé ‘}/

FROWLQXRXVO\ PRQLWRUHG WKURXJK NH\ TXDOLW\ DQG Q%@%; @%&\% Q\ZLKLlFOKX|\_/|VKIL—||_\|
VXUYH\V VFKHGXOHG WR HYDOXDWH WKHLU HITHFWLYHQH Y LR Q

FRQVWDQW LPSURYHPHQWYV ,Q OLQH ZLWK WKH %DQN V FRPPLWPHQW WR FRQWLQXRXYV

7KH RSHUDWLRQDO PDQDJHU RI WKHVH VXUYH\V LV WKH Ké UF'E'| E%lgl\%H %%Vy ﬁ %%%ﬁ% QGLFDWRUV . Q

VXEPLW WKH UHVXOWV WR WKH ODQDJHPHQW 7HDP RQ D BDE% R 5 oWt Ho UHDV'—LQQJO\ S';\é
0,

FRPPLWWHH RI WKH %DQN RQ DQ DQQXDO EDVLV 7KLV SURJUHVV GHPRQVWUDWHV WKH HITHFWLYHQHVV

%DQNLQWHU XVHY WKUHH GLITHUHQW VXSSOLHUV WR FD U U\VRKWWH QUKWHR/HHQV XKYHH \F/X VAKRPBIWH H] EM BRAYEBOBQ®&UUHDIILUPV

GLIIHUHQW EXVLQHVV VHIJPHQWY ,Q DGGLWLRQ D VSHFLILA[MHRROHO¥HKVHG WR PHDVXUH WKH TXDOLW\ RI

GLJLWDO DVVHWY DOORZLQJ VSHFLILF VXUYH\V WR EH FDUULHG RXW WR HYDOXDWH WKH FXVWRPHU

H[SHULHQFH DW GLIITHUHQW SRLQWYV RI WKHLU LQWHUDFWLRQ ZLWK WKH %DQN V GLILWDO DVVHWY 7KH WHDP LQ

FKDUJH Rl WKH FRPSUHKHQVLYH PDQDJHPHQW RI WKH VXUYH\V LV WKH 4XDOLW\ GHSDUWPHQW ZKLFK
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&\VEHUVHFXULW\ ZRUOG RI F\EHUVHFXULW\ FRPSHQVDWRU\ PHDVXUHV IRU G

%DQNLQWHU *URXS KDV D UHJXODWRWNONUQWHZIR UWNR XBY\HBE :%EE%L@%DYT/EHSVQVGHSg\F;\HGGG$LV\\;VI\_/VRKQHD\SDS);'WV&LHPQWLPF%V\\IIVXLLl
%XVLQHVYV &RQWIMMDPRKLWDSBSRQWHH WKH VHFXULW\ RI LQIRUPDWL b \/{7EH F%?QWI?S)LJLW\ BI

WKH %DQN V RSHUDWLRQV LQ WKH HYHQW RI SRVVLEOH GIZXUXBWHDN H DFMIGH@WVZDWNVRREUHWWNGY HVWKQWEBMKGEHHYHORS
SURWHFWLQJ HPSOR\HHV FXVWRPHUY DQG WKH EUDQG HQDXYWLW®Y K H KHDANRHYIWGHLON L DQ WKH MHW K UU W \FRDIGQ
DYDLODELOLW\ RI LQIRUPDWLR DV ZHOO DV PDLQWDLQLQJ FULWIENRDO VHUYI FHV. WDEOH OHYHOV GXULQJ
FRQWLQJHQFLI\-IV Q Q Q QLeQ &\EHUVHFXULV\H 78¥\IL8E5|\_]|S Q

7KH SROLF\ DSSOLHV WR DOO DUHDV DFWLYLWLHV DQG ski/KH %DQN UXQV RQOLQH WUDLQLQJ SURJUDPPHY IRU ZRUNH

LQWHUQDO DQG H[WHUQDO DVSHFWV LQFOXGLQJ FULWLFDUXQ WR FKHFN KRZ FRQILGHQWLDO LQIRUBDWLRQ SDVVZIR
VSHFLILF QHHGY R1 WKH RUJDOLVDWLRQ LQDGYHUWHOWOV ' GLVFORVHE WPLYV "SKREH VYLV "~ 'HWBJIHV
6RPH RI WKHVH H[HUFLVHV H[SDEDL 86% VRFLDO HGC XIGHHH

7KH XOWLPDWH UHVSRQVLELOLW\ IRU LWV LPSOHPHQWDWLI 45 FRGHY FRQWLQXHQNGXUWMIDIHPHQW ZKLFK

VV\VWHPV FHUWILII HG NDFFRIUIGI_ 0O W R
VXSSRUWV LWV H[HFXWLRQ WKURXJK WZR PDQDJHPHQW V\¥WHPY FHUWL NSRS S0 YR pHow SoUWLFLSDWH
LQWHUQDWLRQDO VWDQGDUGYV ,62 ,(& LQIRUPDWLRQ Q,PGGLWLRQ LQ~

HECVLRO PONTQJ DOG HYDOXDWH OHDGHUVKLS UHDFWLR
FRQWLQXLW\ ZKRVH FHUWLILFDWLRQV ZHUH UHQHZHG LQ

WHFKORGRIIUHV I VXER DV 'DUWLILELBE ' LOWHOOLIJHQFH WR K

WKH H[HFXWLRQ RI SURMHFWY DQG WKH GHYHORSPHQW RI VHELFREEIRIE BAEE 2 GOt e P LR ST
REWDLQHG ,62 FHUWLILFDWLRQ IRU LQIRUPDWLRQ VHFEXSSOHQWEWY WKHIW DBQG,
7KH %DQN LV FRPPLWWHG WR FRPSO\LQJ ZLWK OHJDO F L'{IEEE;F Solk Lc‘é{ QUERY Y HE R Ev [ %HG WRKLHV[WVHHl
LQFOXGLQJ UHFRJQLVHG LQWHUQDWLRODO VWDQGDUGV % Q \5'_5 \ gRgHMB\% oA
VWDNHKROGHUV VXFK DV FXVWRPHUV VWDIlI DQG SDUWGQH of G LE? SRG, KRl
SROLF\ ERR

)LODOO\ %DQNLQWHU GLVVHPLQDWHYV WKH 3ROLF\ WKURXJK LIWHEFSYo DYROLWHPEH o XY b dFEW LRI VIHUARRIHPV

WKDW UHOHYDQW VWDNHKROGHUV DUH LQIRUPHG DQG SDUWKKLEDEWIH L@ WWY AIPIHOHFMHH QWOWLRQ KONQOWHRQRERENQVROLG
LPSURYHPHQW LV HQVXUHG WKURXJK DXGLWV UHYLHZV DQQA QHRIXOPWLWYDRQLYKUHDWY VXFK DV VWROHQ FXVWRPHU

'LILWDO VHFXULW\ LV RQH Rl %DQNLQWHU V WRS SULRULWIHV ESNV 6 HFRRRAvBBEWHE tWHU piwHU \HDU E\ wWkH
LQFUHDVH LQ EXGJHW DQG VWDII GHGLFDWHG WR WKLV DUHRKLVKHHEXUBRVWURY LWRWHOQEESUWIIRSDIK YANYEBODORW\ LQWR Zt
FRQILGHQWLDOLW\ LQWHJULW\ DQG DYDLODELOLW\ WR FXVWRBHWKHU ZLWK WKH LQWHUQDO LQIRUPDWLRQ UHSRUWHG

. N ED v V.l v RQ RI D J
LILWDO VHEXULW\ LV D WUXH EXVLQHVV GULYHU WKDW FR%‘L’% L%%v %ELM[{ %é?&@g%v %%Wéﬁ@gww L
TXDOLW\ ILQDQFLDO VHUYLFHV 7KHVH FRPPLWPHQWYV DUH V UR LYS WRERD \llﬁllg)\ﬁ PYEW Vv Qz d%é
ZKLFK PDGH LPSRUWDQW FRQWULEXWLRQV WR VHFXULW\ SURMXAGEWY DRSG WKW HUHFMY IR FHY MU bW LIRGOV | WK LSRR SHU PI

\HDU LQ IRUFH 7KHVH LQFOXGHG WKH LQFUHDVLQJ PDWXIgHEXUTL W\ 25 HUDSVLRIRAFHICIRGHUD BVQV DQG

SURWHFWLRQ DJDLQVW WKUHDWV VXFK DV GLVWULEXWHG GHQLDO RI VHUYLFH DWWDFNV '"R6 DQG
UDQVRPZDUH 7KHVH VHFXULW\ RSHUDWLRQV FHQWUHV DUH KLJKO\ VSHFL

GLIIHUHQW OHYHOV RI VXSSRUW DQG DQDO\VLV ZKLFK JX
7KH XVH RI &KEHUMHFXULW\ U DPBEZRDRUN IRU SURWHFWLR® DSIDRQYMO WK WHHRAS K QVH WR LQFLGHQWY ZRUOGZLGH DQG Z
DQG ULVNV PDNHV LW SRVVLEOH WR PHDVXUH WKH OHYHO Rl PDWXULW\ RI FRPSHQVDWRU\ FRQWUROV RU
FRXQWHUPHDVXUHV DQG PLQLPLVH ULVN WR WKH %DQN ,Q SFFHYVLELOEWRDGHU PRUH DPELWLRXV

DQG PRUH GHPDQGLQJ JOREDO IUDPHZRUN ZDV DFKLHYHG $v D IUDPHZRUN IRU DFWLRQ LQ WKH PDQDJHPHQW RI 8QLYH!

6HFXULW\ UHYLHZV ZHUH DOVR SHUIRUPHG RQ WKH EDQN V \'/*)Yé"é%ELWtMK*B@VL@QI 5 W Y RERORY\ BBRkE\RYKH PDLQ REMI
WKH (XURSHDO %DONLQJ $SXWKRULW\ (%$ JXLGHOLQHV RSSRUWXQLWLHV DOG QRQ GLVFULPLODWLRQ RI SHRSOH LG

SLOODUV WR PHHW WKH H[SHFWDWLRQV RI RXU VWDNHKROG
,Q UHODWLRQ WR WKH (XURSHDQ '25$ 5SHIXODWLRQ DOO %DOMNEQVXBO*'WRY8UOANEVLGLDULHY DUH FRPSO\LQJ

ZLWK WKH REMHFWLYHV DQG UHTXLUHPHQWY HVWDEOLVKHG IRU GLJLWDO RSHUDWLRQDO UHVLOLHQFH ,Q WKH
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7KLV SROLF\ ZDV DSSURYHG E\ WKH VXVWDLQDELOLW\ FRPPLWWHHQ ERGBUHVSRQAM.EWHILRDWMRQ YZDO/LGEQWHRAG FRQVRO
DQG E\ WKH ERDUG Rl GLUHFWRUV WR ZKLFK VDLG FRPPLWWHH UBRBRHWALEOH HQYLURQPHQWY LQ FHUWLILHG EUDQFKHYV

7KH SROLF\ DSSOLFDEOH DFURVV WKH HQWLUH %DQNLQWHU *%7/@¥sDQ& 3mYBH © WESHRMERDEN VuddoHy BOwWH WR WH[W
VWDNHKROGHUV ZKR PD\ EH DIIHFWHG DQG WR WKRVH UHT)RLQJﬂiZ;OVW@VWUQMXWL\WQXQW\NLRQDOLW\ 3RLQW R
LPSOHPHQWDWLRQ YLD %DQNLQWHUIV FRUSRUDWH ZHEVLWH UHSODFHG ZLWK PRUH DFFHVVLEOH GHYLFHV

7KH SROLF\ UHIHUV WR 6SDQLVK DQG (XURSHDQ DFFHVVLELOLW\ GPAYWEOWARSV YRELQEWhFLDo LovwLwxWwLRQV

LQ IRUFH DW WKH WLPH RI LWV DSSURYDO DV ZHOO DV WKH 'RDLW D®L & HREAMBMEOR LW & XUDLQWWD BE V%D QNLQWHU *UR
)XUWKHUPRUH WKH FRPPLWPHQWVY FRQWDLQHG LQ LQWHUQDWERQDO®E RKMRJQLWHKGERUBMRFROYLPREHPHGLDWLRQ
VWDQGDUGV VXFK DV WKH 8QLYHUVDO 'HFODUDWLRQ RI +XPDQ 5ERKRS Y L VKFHH &ROWH QWKIHR D FRQ WK B LLUWW@HYHOV UHTX|
RI 3HUVRQV ZLWK 'LVDELOLWLHY DQG WKH SULQFLSOHV RI WKH *OWEDY GRPEDR® DUH LQFOXGHG

,W DLPV WR LPSURYH LQFOXVLRQ DQG FXVWRPHU VDWLVIDFWLR@WHRRDWML H@XALVOLIQ F RPREROQ D KR HZ IPMKIQ GHSOR\HG W
DSSOLFDEOH OHJDO UHTXLUHPHQWY ,W DOVR LGHQWLILHV DQG DFGUHMYV VENVOUMWANG/HY WORNFRQWEH-E LN VK SSRRUWHZONWL D O
QRQ FRPSOLDQFH ZLWK DFFHVVLELOLW\ UHTXLUHPHQWY ZKLFK Fé?g(,_qu_ d"LD\ﬁ—l(\ﬁVBVW&L%t'({{EOB(déRL W'H% R OF?"XLGHV KDYH
ZLWK GLVDELOLWLHV ,Q LWV GHYHORSPHQW WKH LQWHUHVWYV R4 hlg %/%D&Gﬁf%%(h *h %UQI@%{%MH%FFHVVLELO
LQFOXGLQJ FXVWRPHUV ZLWK GLVDELOLWLHV DQG VWDII UHVSRQVLEOH IRU HVLJQLQJ GHYHORSLQJ QG
PDLQWDLQLQJ GLJLWDO FRQWHQW 3URDFWLYH DFWLRQV RQ ZHEVLWHYV DQG DSSV LQFOXG

DGMXVWPHQWY DOWHUODWLYH WH[W FRPSDWLELOL\

$ +XPDQ 5LJKWV 3ROLF\ KDV DOVR EHHQ HVWDEOLVKHG LQ DFRFRVYGHQDBH VL WKL &1y REH& VR IRU HQKDQFHPH QW
B3ULQFLSOHV RQ %XVLQHVV DQG +XPDQ 5LJKWV ZKLFK LQFOXGHV DPRQJ RWKHU FRPPLWPHQWV WKH

HVWDEOLVKPHQW RI D EDODQFHG WUDQVSDUHQW DQG FOHD U9 U&HRDYWHIRMGRIQ R 17 G\R K XPXNMWRP 4 QW RDDEF WML EOH TRUPD
IDFLOLWDWLRQ RI WKH ILQDQFLDO LQWHJUDWLRQ RI SHRSOH ZLWKR@WABEAMD LWL HV GXdIVW B LLGN VWKRHR X PHIFR Q ¢ VWM R KRR D C

*URXS V SURGXFWYV DQG VH ,Q WKLV UHJDUG DQG DV UHSRUWHG F\§] K
DQG EXVLQHVV FRQGXFW FRPPLWWHH QR FDVHV RI KXPDQ ULJKWg VLbIQEg/DLWWRbQE\)YES\Y/hEI]:'Qﬁg\UHSRUWHG

/DO IXDIN FROW v \ GREXPHOWV KDV
Q %DQNLQWHU PDGH VLJQLILFDQW SURJUHVV LQ LQWHJUDWL@J % V@% 9\&\ I‘f\@%ﬁ% \50 w Hp}
SURFHVVHV FRQVROLGDWLQJ LWV FRPPLWPHQW WR DO LQFOXVLYH %ér'l*l[ﬁ FRRIR ; QRW 400" U

PDLQ LQLWLDWLYHY GHYHORSHG LQFOXGH $FFHVVLELOLW\ JXLGHOLQHV KDYH EHHQ LQWHJUDW
SHUVRQDOLVHG FXVWRPHU VHUYLFH SULRULWLVLQJ

SK\VLFDO DFFHVVLELOLW\ FXVWRPHUV ZLWK VSHFLDO QHHGV 7R WKLV HQG WK
$GDSWDWLRQ RI EUDQFKHV ,RQG SKOVWRBORKIBEFEQDO\VLV BBHIWHORSHG
FRQGXFWHG WR LGHQWLI\ LPSURYHPHQWY QHHGHG WR HQVXUH DF L \ *URXSI
SK\WLFDO HQYLURQPHQWY HQVXULQJ FRPSOLDQFH ZLWK WK s}m&\%ﬁggw}/%%lﬁ%ﬁwﬁ '-@ c\;<’SHF'-DO QHHGV 'V
XQLYHUVDO DFFHVVLELOLW\ SULQFLSOHV 7KLV ZRUN LQFOXGHG Y! BPHDOMWRROMV 1Y W NP H WRQWUDFW VLJQI
EUDQFKHV LQ 6SDLQ DQG 3RUWXJDO DLPHG DW LPSURYLQJ WKH VHESYY REHYBWMURRYFH IRU DOO

LQGLYLGXDOV $V SDUW RI%MXQNLREWHUE WEYHYD QBEEBYQLELOLWY 0pOoGDWRU\ WUDLOLOJ IRU IUROW OLOH VWDII L.
ODQDJHPHQW GYWSWHPHUWLIEHG XQGHKLY VIVWHP HVWDEOLVKHYV 2 QLQ Q Q

SURFHGXUHV WR PHHW OHJDO UHTXLUHPHQWY DQG WKH QHH'GQ/F(%%Vl:)Y(vVVIEIyIIb{;HDQG

HPSOR\HHV HQVXULQJ EDUULHU IUHH SK\VLFDO DQG GLJLW LYRQBHQ 3
EbVHG RO SULOFLSONY VXFK DV RRPRBYLEECRITOWY D AKIDE *HAEXFDWLRQ IRU YXOQH!
SURJUDPPHV 1RWDEOH H[DPSOHV LQFOXGH WKH ORQF

} '$/&2 PRELOLW\ JUDVSLQJ ORFDOLVDWLRQ DQG FRPREERkADWKRQGUHK MR PDQDJH PRQH\ LQ D SOD\IXO
JXLGHV WKH GHVLJQ Rl DFFHVVLEOH VSDFHYV LOWURGXFWLRQ WR WKH VWRFN PDUNHW DLPHG DW X

8 8VHU IRWRVDQWLFLSDWH DQG H[FHHG H[SHFWDWLRQV ILQDQFH FRXUVHV IRU \RXQJ SHRSOH ,Q DGGLWLRQ

} /JHDGHUVKLS DQG SIDQWRLFLISQW PP@DJHPHQW DQG DOVYROWSWMHHYLQJ SURJUDPPH LQ ZKLFK HPSOR\HHV SL
FRQWLQXRXV LPSURYHPHQW VFKRROFKLOGUHQ ROGHU SHRSOH SHRSOH DW ULVN

GLVDELOLWLHV $OPRVW WHQ WKRXVDQG SHRSOH LQ 6
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DOO WKHVH ILQDQFLDO HGXFDWLRQ SURJUDPPHYV /Lr\Flifi'L\)/#FM% &Vé&'- SHvERAWM R HRR@YWH RO SHIXODWRUN
RUJDQLVHG WRJHWKHU ZLWK VRFLDO RUJDQLVDWLRQ Lé\% %9 cY %é W{ ch J%,é?,gﬁ gVHlDlgFGWL_IéUS
ZLWK GLVDELOLWLHV WKXV UDLVLQJ HPSOR\HH DZDUH \? y\/ﬁ;\(p WHU gﬁ

6SDLQ DQG 3RUWXJIDO RI WKH ZRUNIRUFH KDYH SDUWLFLSD HG LO KHVH DFWLYLWLHV

7KHVH PHDVXUHV UHLQIRUFH %DQNLQWHUIV VWUDWHJ\ WR$6W5£$QV%'IJ<$\?L§H§F'@MLWDo DQG FRJQLWLYH
EDUULHUV HQVXULQJ D XQLYHUVDO DQG LQFOXVLYH H[SHULHQF J HPW HZ0 QURFFHYW WRIURKQW BXWRFRQWURO LV FDUULHG F

&RPPHUFLDO WUDQVSDUHQF\ 7KH DGYHUWLVLQJ SLHFH LV VHQW WR WKH VHOI FRQWURO

%DQNLQWHU V &RPPHUFLDO &RPPXQLFDWLRQ 3ROLF\ IRFXVHYyRKFh W@b%@%&%QWWW%FBR‘PXHVW LOWHUQDC
FRPPXQLFDWLRQV RI EDQNLQJ DQG LQYHVWPHQW SURGXFWV DQG VHUYLFHV DUH FOHDU WUXWKIXO

WUDQVSDUHQW 7KH JHQHUDO REMHFWLYHV LQFOXGH HQVXUUBH\FYNWRPQ® Z:LRVQKLQHQQNNWD@@DFJI@PSBULL@ﬁ RI' EXVLQHV
ZLWK FXUUHQW UHJXODWLRQV 7KH 3ROLF\ DGGUHVVHV RJLRRARS OHFEKUREXPWYVL\{RKPMWHRQ WILGIY IXQGV RU LQYHVYV

RSSRUWXQLWLHVY WR LPSURYH WKH UHODWLRQVKLS ZLWK FXV%I:%P(;I'_":US/V BP&HHngl?'L'W\BHHQ{@?E%W\{_\&@QEQ%@&&VH LQ ZRI

LOQWHUQDO DXGLWYV DQG SHULRGLF UHYLHZV WR HQVXUH FRPSO

V W, DSSURYHG IR
7KH VFRSH RI WKH 3ROLF\ FRYHUV DOO RI %DQNLQWHU V \H? E,%Q/ M\%) ﬁ GSWKH UHTXF
GHYHORSPHQW DQG SURPRWLRQ SKDVHV RI SURGXFWYV DQ L\Mk‘ g é—l\b V GD\V
JURXSV LQFOXGLQJ FXVWRPHUV VWDII DQG UHJXODWRUYV

7KH KLIKHVW OHYHO RI WKH RUJDQLVDWLRQ UHVSRQVLEOI—{ %g?(% ééB RPPX%E géﬂ&vﬁ%%/%m@é%&ﬁwﬁ&uxﬁgm

ERDUG RI GLUHFWRUV ZKLFK RYHUVHHV LWV LPSOHPHQWDWLIJ. 8%'{ éD'I%(Fd_bLW\ VWDQGDUGYV

%DQNLQWHU LV FRPPLWWHG WR UHVSHFWLQJ WKLUG SDUW\BXOHVW \3&%‘@ E& %&W wjgﬁﬁaq}m\ﬁZHG E\
RI WKH 1DWLRQDO 6HFXULWLHY ODUNHW &RPPLVVLRQ &109 &H YR/(R B]'gl % OHPHQWHG E\ WKH PD
,Q GHYHORSLQJ WKH 3ROLF\ SDUWLFXODU DWWHQWLRQ LVDSDIHY WR WXH LOQWHUHVWYV RI NH\ VWDNHKROGHUV

HQVXULQJ WKDW WKHLU QHHGY DQG H[SHFWDWLRQV DUH FRQVLGHUHG

7KH 3ROLF\ LV PDGH DYDLODEOH WR LQWHUHVWHG SDUWLHV WKURXJK WKH %DQNLQWHU ZHEVLWH DQG RWKHU
FRPPXQLFDWLRQ FKDQQHOV HQVXULQJ WKDW VWDNHKROGHUV FDQ DFFHVV LW DQG FRQWULEXWH WR LWV
LPSOHPHQWDWLRQ

7TKURXJK WKH &RPPXQLFDWLRQ 3ROLF\ SXEOLVKHG DQG UHYLHZHG D\/\S%XDOO\ WKH JH HUDO SUL FLSOH
H

RI FRQGXFW WKDW %DQNLQWHU DQG WKH HQWLWLHV RI b’ﬁE( RDM@X%'-)@W'W %‘%‘@E 0 il SHPRYLQJ WKH &l
FRPPHUFLDO FRPPXQLFDWLRQV RQ EDQNLQJ SURGXFWV DQG \QI-PU HI—YVW\HELd/ UHY SR V'-EOH GLUHFWO\ RU
LPSOHPHQWDW XGLQJ WKH VXVWDLQDELOLW\ VWU

7KLV SROLF\ DSSOLHV WR %DQNLQWHU 6 $ ZLWKRXW SUHMB)HG(IHI@-RS\A—%W(K}PGM[[JLMWVIQ’BPKFRJHVSHE)[FI\NER&:ROLFLHV
GHULYHG IURP LW LQ WKH *URXSiV RWKHU VXEVLGLDULHYV
, Q WKH ERDUG RI GLUHFWRUV DSSURYHG DQ XSGDWH W|

&DPSDLJQ DQG $GYHUWLVLQJ &RQWURO 6\VWHP RXW JXLGHOLQHV IRU %DQNLQWHU *URXS WR LQWHJIJUDWH

$vV D PLWLIJDWLRQ PHFKDQLVP IRU PDWHULDO ULVN %DQNL%%H—@H 2( %\I7QIW§FWYJI—PCEW'RY}H/\WL)R%R/\L\MEBQIRFLBQWULEXWH

WKH UHYLHZ RI DOO FDPSDLJQV DQG DGYHUWLVLQJ PDWHUL \!]\/WKHLU FRPSOLDQFH ZLWK FXUUHQW
UHJXODWLRQV ,Q WKLV SURFHVV DOO PDWHULDO XQGHUZKRMXVWDSQDEW OU WY LHYG B3 S 8 H ORRAPRSERYW B ORR PIFY. MV WRIBIUG P H |
PHOQWLRQHG DERYH ERG\ UHVSRQVLEOH IRU UHYLHZLQJ WKH 6XVWDLQDELOLW\

*
,Q DFFRUGDQFH ZLWK WKH SULQFLSOHV RI FRQWURO EDVHG é(g IE QEQ g% \N%fg% }} aﬁﬁg{%_%‘%\/ VVV(VGDNI-(I(Igggl
&RPPXQLFDWLRQ DQG 6RFLDO 1HWZRUNV DUHDV DUH SULPD I'F Rg
ZLWK WKLV SROLF\ DQG UHODWHG SURFHGXUHV 7KHVH DUH lb \ EIE b% GLYHUVLWA
VXFK DV WKRVH SURYLGHG E\ VHOIl FRQWURO DV VHW RXW LQ WKH UHOHYDQW VHFWLRQV RI WKH SROLF\
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/ILNHZLVH WKHUH DUH LQWHUQDO ERGLHV FUHDWHG ZLWKRIQ WKKIH 6N QYD LW R EWWIDWWV I3QD QW R7 RHKLH) AKFREOHW LV DQDO\
RUJDQLVDWLRQ DQG LWV *URXS WKH SULQFLSOHY DQG JXLUKOWQHYDEKDWWWKHQ ERDESRDQ® PLPMMOMWKNRPREWMWWHWMNH ZKLFK
GLFWDWH LQ WHUPV RI VXVWDLQDELOLW\ FUHDWLQJ D VROERU $RUFWHQ WWIP®E HIO 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
VWUDWHILF VXVWDLQDELOLW\ SODQV DQG SURPRWLQJ52\VL WR®EQX%GBIGQGNLQ W)Y NURWS UFPRIIRXCGELY GKWWDLQDELOLW\ 3
ZLWK WKH SULQFLSOHVY FRQWDLQHG LQ %DQNLQWHU *URXHSNUWDRQ DLEJVOR WLKIR @ DFON D/SGWR D MWGE B\

WKH ERDUG RI GLUHFWRUYV DV ZHOO DV WKH REMHFWLD/XHgRF%I W\%%VWRULPI-}N%NDL)%V%DIG%LLH_IB Lﬁ%Dgl\/ FHUWDLOQ

LQ IRUFH DW DQ\ JLYHQ WLPH LPSOLFDWLRQV IRU VRFLDO ULVNV ZKLFK FRPSOHPHQW WKFE
7KH FRPPLWWHH LV FKDLUHG E\ WKH 1RQ H[HFXWLYH &WBHULRS &HKPHERDHG ROA. EVHRDGHI XGHREI LQ WKH SUHYLRXV S§

WKRVH UHVSRQVLEOH IRU WKH NH\ DUHDV IRU WKH LQV\Q'—IBJP%POVKM%I—I?JDIZSQ/VLE%I\/WS'I:L%PY'ERIL%VFLVLRQ

PDNLQJ WKURXJKRXW WKH *URXS V YDOXH FKDLQ

6 7KBXVWDLQDELOLMA GHYSRORQEOH IRU HQVXULQJ WK PEWWHU LGHQx"VtLLVHG DV PDVV\\’/';LJL,
RI WKH DFWLRQV GHILQHG LQ WKH OLQHV DQG SURJ F\f&@%ﬁi HVW’DEOLVKHV \'
SODQV ,W DOVR DFWV DV DQ REVHUYDWRU\ Rl WUHQG) Eli
ZLWK VWDNHKROGHUV DQG SURPRWHV FRRUGLQDWHG g %\I}Dﬁ TXHVW'—QJ DVVE

LQLWLDWLYHV IRFXVHG RQ PHHWLQJ WKHLU H[SHFW /ﬁ'?/ Hbé?/ LR QWULEXWLRQV LQ
PRQLWRULQJ DQG YHULI\LQJ WKH DOLJQPHQW RI /'D RYHG Ei WKH ERI
VXEVLGLDULHYV DQG EUDQFKHV DV ZHOO DV PRQLW KLFK JRYHUQV FRQWU
FRPSOLDQFH ZLWK WKH REMHFWLYHV VHW RXW LQ WK N '?:C\@Bf ERWK WKUR
WR WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQWYV FRP \>/K L . RngRIOLV\'/-QJHH;
FRPPLWWHH ,W DOVR LGHQWLILHVY DUHDV IRU LPSUR H Kéwiu R RRQ
UHFRJQLVHG VWDQGDUGV QRUPV JXLGHV DQG HWKLF DLQDELOLW\ LQGH[HV ,W LV DOVR

UHVSRQVLEOH IRU WKH SUHSDUDWLRQ RI WKH GL||HUH%WQ\N>{_‘Q\MID-ILL.QEERQSW/\ PRFRXQ VWP RAWLRIQVV WHBORWHYY DLPV WR |

IRU WKH YDULRXV UHJXODWRUY DQG FRPSHWHQW ERGEYKXEQE RAFKIHID CWRNREROKQ HUKVH BX VAM®PIQDEOH '"HYHORSPH
WKH LQIRUPDWLRQ UHTXLUHG E\ LQYHVWRUV DQG VXVWKIRQVRFOHW\ XXBIOWWMH *URXS RSHUDWHV LQFUHDVH HP

7KH 6XVWDLQDELOLW\ GLYLVLRQ LV FRPPLWWHG WR sSRYTWIRGT Y5 WKL bR RS ER & VY rR&RQHE QWHU V UHSXWD

OHDGHUV LQ VXVWDLQDELOLW\ DQG VRFLDO UHVSRQVLESOAWHH UHODWLRQV DQG HPSOR\PHQW VWDQGDUGYV

*LYHQ WKH %DQN V DFWLYLW\ WKH 6XVWDLQDELOLW\$@LMH®WRQR GHP® W DRILGBIDMWH Vo b Q WIHAVR PO N\ AL VIKRPPLWPHQW
XQLWV UHVSRQVLEOH IRU HYDOXDWLQJ DQG SURPRWL@RW KHQ B-\QPXT-0 W I VRS L IYVH\OX DEXA ROV HEK@ OLWDWLYHO\

ILQDQFLDO LQVWUXPHQWYV

7KH EDQN V 6XVWDLQDELOLW\ 30DQ LQFRUSRUDWHY WKH 'LI
$W %DQNLQWHU *URXS WKH PDWHULDO LPSDFWV ULVNV DQG YROSERHBN XQRWOHV P DERYJ HPH\E WF WHHGY BV IKQIRKKIKQJ OLQHV R
WKH GRXEOH PDWHULDOLW\ DQDO\WLV DUH LQWHJUDWHGFUQWWRL®XIHXNYYIWPWHRSE ROLIGIW RRPEBOMLQIS$ZLWK UHOHYDQ

6XVWDLQDELOLW)\ 30DQ

7KHVH SURJUDPPHYV DUH PRQLWRUHG E\ WKH VXVWDLQDELO
5HJDUGLQJ WKH VXSHUYLVLRQ RI WKH ,52V E\ WKH ERDUG DRJGG  DGSKRWB WY HYWN &RWWDWQDHEH ObW\ SV RI WKH PRQL
ZKLFK LQFOXGHV WKH LGHQWLILHG ,52V LV SHULRGLFDO®X\VSMHIVIIIENIHEWW BOWEH VXVWDLQDELOLW\ DQG
DSSRLQWPHQWY FRPPLWWHH $W WKHVH PHHWLQJV LQIRUPDWLRQ LV SURYLGHG RQ WKH SURJUHVV RI
LQLWLDWLYHYVY SURJUHVV LQ WKH DSSOLFDWLRQ RI GXH GLOLJHQFH DQG WKH UHVXOWYV REWDLQHG LQ UHODWLRQ WR
SROLFLHV DFWLRQV SDUDPHWHUYV DQG JRDOV

'LWK UHVSHFW WR WKH LQWHJUDWLRQ RI ,52V LQWR ULVN VWUDWHI\ DQG PDQDJHPHQW WKHVH IRUP SDUW
RI %DQNLQWHU *URXS V ULVN VWUDWHJI\ DQG PDQDJHPHQW DQG DUH DOLJQHG ZLWK WKH VWUDWHJILF OLQHV
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&XVWRPHU SURWHFWLRQ DQG SURGXFW UHVSRQVLELOLW\ 7KH VXVWDLQDELOLW\ FRPPLWWHH LV UHVSRQVLEOH IRU D

F QE 5 SQEY W KH FRPPLW
,Q WKLV FDVH VWUDWHJLF OLQHV VXFK DV FXVWRPHU UHORV L%%%‘%D\g—g/i 25% g? \;EH LﬁWgﬂ H
'LIIHUHQWLDWLRQ SLOODU $V LQ WKH SUHYLRXV FDVHV DV %H ol % H 'LE‘ %P Jg VWL BB ECo W o WEY LW

WKH UHVSRQVLELOLW\ IRU WKHLU LPSOHPHQWDWLRQ DQG7RRQUWRDB LKQDV MHAHWWE WKH REOLMWDWQRBRBYVOGWALQHG LQ L
FRPPLWWHH DQG WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQWWWIRPFPLDWGAWHHLQFOXGLQJ WKH 8QLYHUVDO 'HFODUDWLRQ RI

%DQNLQWHU DOVR KDV VWULFW V\VWHPV DQG;FSFF&J.LFD.CBIP?/HLQ%ﬁLﬁﬁw\&E@?jLé&DﬁngéKDV\\;vVRU\Q/KH 7HQ 3ULQFLSOHV RI WK

WKH SUHYHQWLRQ RI FRUUXSWLRQQDDRWY PBREDWILIRQQ/G ZU

VWDNHKROGHUVY LGHQWLI\LQJ SRWHQWLDO VKRUW PHGLXR®RDODOE QWRHYI FMRPSEO LHW NXODQ & LWKW VKBIL K RQLVLRQV RI W]
SROLFLHVY DQG SURFHGXUHV WR PLWLIJDWH WKHP VXFK DVDEWXU&RGIDWQ RIDWLRIQFV,/DQLLWRQGXIPWG IWR UHVSHFWLQJ I
HPSOR\HHV VXSSOLHUV DQG DJHQWYV $QWL &ERUUXSWLRQFBRABOHFMWHW HD @G USQWQLERQHYV/ZKQGHDYQILWK WKH 6SDQLVI
SROLFLHY DOO RI ZKLFK DUH LQFOXGHG LQ WKH 6XVWDLQDBUBHGRBOWR YRUWPVBROQMLEWD B FEMQLRYISHORDNHUY 6WDWXWFE
%DQNLQWHU DOVR KDV WKH IROORZLQJ ERGLHV DIJUHHPHQWY LQ DOO WKH FRXQWULHY ZKHUH LW RSHUDWHYV

0
7KH UHJXODWRU\ FRPSOLDQFH FRPPLWWHH LW LV Wﬁé’l—?%’ié‘%ﬁg@)&gﬂ?%&%ﬁ_&\/ﬁg@/@ PW%'UVUV DQG WKLUG SDUWLH
PRQLWRUV WKH %DQN V SROLFLHV LQ WKLV DUHD LQ LIS?:F F Ig WDWXWH RI WKH

5HIXODWRU\ &RPSOLDQFH IXQFWLRQ 7KH FRPPLWWHH 1RISOSREB DM VWD B/EKGILHIROLRLBIOOL Y/ KIHODRANRY DFWLYLWLHV %l
WR WKH UHJXODWRU\ DQG UHJXODWRU\ FRPSOLDQFH BDWWHHY WRWIFEG/ISWK WX E\FRW@&W HERW UIR3 RIKLV SROLF\ RU WR
GLUHFWRUV ULVN DQG FRPSOLDQFH FRPPLWWHH YDOXHV

7KH SURGXFW DQG RSHUDWLRQDO ULVN FRPPLWWHH O\ GRIRQUWWRN HH PSS HE B M\ ROK ERODXDEKWK HQYLURQPHQWE

PRGLILFDWLRQ PRQLWRULQJ DQG FDQFHOODWLRQ RI WY D %HU F%V E) G

FXVWRPHUV ,W LV WKH ERG\ WR ZKLFK LQIRUPDWLRj v '7'4\(’ Yge I—leUP \fg SRoLF\ LV GHVLIQHC

RSHUDWLRQDO ULVN LV UHSRUWHG YLURQPH 6RFLDO . UQDQFH REMHFWLYHY
EHKDYLRXUV DQG RXWFRPHV WKDW JHQHUDWH ORQJ WHUP

7KH LQWHUQDO FRQWURO ERG\ 7KH LQWHUQDO FRQW WRG HER/GL YIHV LSHMSYR.GB\H.GE ORIUI R Q MAK\WM DIEMOR XEHODWLRQ V\VWHF

DQG HQVXULQJ FRPSOLDQFH ZLWK WKH SROLFLHV D Q& XSURFIHBXELHOL WR U FDISH WHD@W DQ T ¥LFGQM\ DQG WKH WLPLQJ RI
ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ LQ DFFRUGDQ

DSSOLFDEOH UHJXODWLRQV ZKLFK FRQVWLWXWH WKER%Lgégl%%\/\&/i/wgﬁgﬁﬁgé\g‘gﬁlﬁs*ézwggg%%%h@lﬁ%‘Lie**UFRU)ifl\;\l_/lUtjgP

*

URXS PDQDJHUV DQG VWDII QRW RQO\ IRU WKHLU ILQDQFLDO UHV)
,Q DGGLWLRQ WR VXSSRUW WKH ERDUG V RYHUVLJKW IXQBWKRRY HRRHOQNW RISWKHDOULRXS VFRRF LW R/GHNVQKMDYOH VRFLDO D(
EHHQ HVWDEOLVKHG PDGH XS RI 6HQLRU ODQDJHPHQW IFRUSKRUFEKWW KHX GRRPSO LIVQIRHY WIHYUH/G RMKDW YDOXHY DQG UHZI

SDUWLFLSDWHY WR HQVXUH HIIHFWLYH DQG KRPRJHQHRXV P P §\Aé g F L\@
SUHYHQWLRQ DQG SURIHVVLRQDO HWKLFV FRPPLWWHH ,Q V 'ﬂ%/%o 6|VR H WFUKHDPXJ%F\'/U:
FRUSRUDWH ULVN PDS PRQLWRULQJ FRPPLWWHH WKH FU R oZ\YV y ) HIIHFWQLYH r
PDQDJHPHQW RSHUDWLRQV FRPPLWWHH WKH WHFKQRORJL}{/ é'; %%%R %(L@‘/ >% (%&E% YV HVY B HOW S|
LQIRUPDWLRQ VHFXULW\ DQG EXVLQHVV FRQWLQXLW\ FRPPL{iyih Do KH, b 3 éué% RBPE| F%? S WHUP YDOXH DO

+XPDQ ULIJKWYV EHVW SUDFWLFHV LQ VXVWDLQDELOLW\

7KH EDQN V DFWLYLWLHY DUH JRYHUQHG E\ D +XPDQ 5LJKWYV CBNRHDQ RN RN KIDWK HUH | &/ KIFW M PWD VERIAHPL WO MRWHWRKDW % DQNLQ
UHVSHFWLQJ VXSSRUWLQJ DQG SURWHFWLQJ KXPDQ ULJKWSURP RWHVGHYQHDMAESPDKWQWX RF H\WW EDXFWW D OIWR\ DHOL® IRV FHY WKH
LWV UHODWLRQVKLS ZLWK VWDNHKROGHUV ZLWKLQ WKH HQWRBIRI® HWEWSIR® ZKEEELWN DOHUDWHN LAIPEBOQWIHHINY DQG UHP)
FXVWRPHUV VXSSOLHUV DQG RWKHU FRPPHUFLDO SDUWQHWWDEOQVXKEGHU WKH ,8NV WRWXWRLRIGURWHFW

UHVSHFW DQG UHPHG\T 7KLV SROLF\ LV FRPSOHPHQWHG E\ RWKHU SROLFLHV VXFK DV WKH

FRUUHVSRQGLQJ 'LYHUVLW\ $FFHVVLELOLW\ SROLFLHY DQG WKH (TXDO 2SSRUWXQLWLHY 30DQ DOO RI ZKLFK

DUH LQFOXGHG LQ WKH 6XVWDLQDELOLW\ 30DQ V 5HVSRQVLEOH $FWLRQ SLOODU
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7KH YDULDEOH UHPXQHUDWLRQ RI ([HFXWLYH 'LUHFWRUV DXHHDERDN NHFY¥HBQRQRABO WKV LHWHUSWQB®/ HIJ\ 3URFHVYV
WKURXJK WKH DSSOLFDWLRQ RI KLIJKO\ GHPDQGLQJ LQGLFDWHROWDW LRQWVK LLSOR U Q A SDEMWK WK/HN V¥ UIDRXS IRRSBRUNVXQLWLHV Zl1
SURILOH DQG ZKLFK DUH IXQGDPHQWDO WR LWV ORQJ WHUPRGRXE¥WBHLRMEHOLWOLW\ DQDO\VLVY DV ZHOO DV WKH SROLFLH

7R GR WKLV WKH FDOFXODWLRQ RI YDULDEOH UHPXQHUDWLWS I_P\P%Bﬂ,lw)ly\h%HEXb\/QIF&WMHJHKEI%D%F\)( SROLFLHV DQG SURF
JLUVW SmBuYHPHOW RI WkH DR0XD0 Doc pxowt 110U SEReTH N R UAGLUA BB SR S, W ARUMIE Ve SR e

LQGLFDWRUV HVWDEOLVKHG IRU HDFK FDVH DERYH IROORZLQJ WKH VDPH VWUXFWXUH DQG VSHFLILFDC
6HFRQG SWXWHYDULDEOH UHPXQHUDWLRQ FDOFXODWHG EDYBEHRQVWIKK D¥RYHSXOMAOWDRERY WVVN GXH WR IDLOXUH )
DGMXVWHG E\ WKH ULVN DSSHWLS IUDGHRZRW R UK HUHLU@BIGHRWXFWY DQG VHUYLFHV VHFEXULW\ LQ WKH SURWHFWI
PHWULFV WKDW DGHTXDWHO\ UHIOHFW WKH PRVW VLJQLIGPMWPWDRIGVRSHUQMIRRIDEI YV N LG/ WR FAEHU DWWDFENV WKI

7TKHVH LQGLFDWRUV DIIHFW RI WKH DFFUXHG YDULDROPRGGHMX QU BDWLQRNY OWIGU POARMBHIQDY RWKHU SROLFLHV D
UHGXFH LW WR JHUR EXW QHYHU LQFUHDVH LW SRWHQWLDO VRFLDO ULVNV LQ LWV UHODWLRQVKLS ZLWK VW

%DQNLQWHU *URXS FXUUHQWO\ UHOLHYV RQ VL[ 5%) LQGLFBWRGKH UWWHARF KR WA ILFXW B U R DBH.AIVY BB QW REXIED PEWRDJIHPHQ
HQYLURQPHQWDO DQG VRFLDO WDUJHWV (PLVVLRQV ILQDQFHBQ G KLFKXLPRQPXQNWD &/ K. SPRW AV RY YV RSHUDWLRQV V
GHFDUERQLVLQJ WKH HFRQRP\ WKURXJK WKH ILQDQFLQJ JWBIQ3IWHBUIEYFWKGHEDRM 5WRSROYVLEOH %DQNLQJ DQG WK
FXVWRPHUV DQG WKH ,QVWWHW XWHFRW ¥UBBRMGORQ3EG XDO LW\

VXUYH\V ZKLFK PHDVXUHV WKH FXVWRPHUVi ZLOOLQJQHVV WR (HWXYMEHED fiaH VOR/RMWAWBRGVEOH ILQDQFH LQWHJ
JUDPHZRUN $JUHHPHQW DQG WKH GHULYHG VHFWRU JX

J
(DFK LQGLFDWRU KDV D GHILQHG REMHFWLYH WROHUDQFH D®@pQL DY VEORW LEYD PSAURKH®WURYWKHMLDO RU ULVN\
ERDUG RI GLUHFWRUY DW WKH SURSRVDO RI WKH ULVN DQG FR_FpSs@lFQ\QEU\F@ﬁ’R/q_W@ILHHFm@W FREBLFDMWRUHFRPPHQGDW
LV PHDVXUHG TXDUWHUO\ VR WKHUH DUH IRXU PHDVXUHPHQWY @WD\E@LWKBQJHWEHVL}-QggE@WIB%HV FDQ EH IRXQG
1RQ FRPSOLDQFH ZLWK WKH WROHUDQFH DQG OLPLW OHYHOV ZH@® RV XQREb® QL@MW\V\EwmeD\SﬁQVUﬁ "HEFODUD\
WR WKH DFFUXHG YDULDEOH UHPXQHUDWLRQ DQG PD\ HYHQ D@WW%WR\%R/]H{MH: 7KH DQDO\VLV RI RSHUDWLRQV LQ

7KLUG SKDVUHDEOH UHPXQHUDWLRQ LV DGMXRO®IREZDEFRUIGH Q F Yy ¥/ KH (UAAYSRQVLELOLW\ RI WKH SLVN DQG 6XVWDLQL
VFDOH GHWHUPLQHG E\ WKH ERDUG RI GLUHFWRUV RQ WKH SSR¥RVBHOIHRY MARHM WLORFRYE KR YHELWEHHFULWHULD RIW
FRPPLWWHH ZLWK WKH REMHFWLYH RI FUHDWLQJ ORQJ WHUBH VWP WHRL GHYHORSLQJI WKH

L QVWLWXWLRQ DQG LWV *URXS VXVWDLQDEO\ RYHU WKH FRRLQ D YX L ®Pd RQHF K& WHI VKD HERQBHWYVH (QHUJ\ DG
LQWHUHVWYV ZKLFK LQFRUSRUDWH WKH HQYLURQPHQW DQG VRFLDO

7KHVH WKUHH VWDJHV DSSO\ WR ERWK DQQXDO YDULDEOH UHPXMGBRIRY oL RRbA REDY DWHHRDESR WKHVH VHFEW
UHPXQHUDWLRQ 7KH VHFRQG DQG WKLUG VWDJHV LQYROYH H[eDQ*WdI-Rﬁj\@(V[WBHQI\M?MQ LEQUMHWRUALHDQW GHFLVLRQV DQG DG

YXUWKHU LQIRUPDWLRQ LV DYDLODEOH LQ WKH GLUHFWRUVI UWH}MLR%Sghd\LF&\%I9§(§'L@ML%H@§WLQ2 G %DQNLQW
IRODRZLQJ U

UHSRUW ZKLFK DUH DYDLODEOH RQ WKH FRUSRUDWH ZHEVLWH VHUYHG DFWLYLWLHV WKH PDQDJHPHQ
LQYHVWPHQW VFKHPHV DQG SHQVLRQ IXQGV GLVFUH

LQYHVWPHQW DGYLVRU\ 7KH REMHFWLYH LV WR DYR
EXVLQHVV LV IXOO\ RU SDUWLDOO\ DVVRFLDWHG ZLWK
%DQNLQWHU KDV HVWDEOLVKHG LWV VRFLDO ULVN PDQDJHPHQW 7Kg HF LDHFAW b IcWWIRR O/U HQ FXFOARIVFAMDHUFIHY 2 GWE\ JHQHUIL
WKH PDLQ LQWHUQDWLRQDO LQLWLDWLYHV DQG FRPPLWPHQWV WRQKLFERQPH QW DOSRUWWRFLDO WHUPV GXH WR WKH UHVI
JHQHUDWH WKH LPSDFW RI WKH JRRGV RU VHUYLFHV V
RQ VRFLHW\ DQG RU WKH EDG SUDFWLFHV WKH\ DSSO\
UHVRXUFHYV

52( 77T KURXJK WKHHWKOK® RQ LQYHVWHG FDSLWDO $ PHWULF GHVLJQHG WR HYDOXDWH WKH %DQNiV PHGLXP WR ORQJ WHUP SURILWD
ULVN DV ZHOO DV RWKHU H[WUDRUGLQDU\ UHVXOWV ZKLFK ZKLOH WKH\ VKRXOG EH FRQVLGHUHG SDUW RI WKH ,QVWLWXWLRQiIV KLVWF
DVVHVVPHQW RI SURILWDELOLW\
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%DQNLQWHBRQIFXSRY ,QWHJUDWLRQ RI &XQVWQYBDWPOIQM: 53WNPHQWLRQHG LQ WKH VHFWLRQ RQ HQYLURQPHQWDO
DQG DGYLVRU\ GHFLVLRQ PDNLQJ ZKLFK KDV EHHQ XSGDWKIV 6 HSYHIOGRSHGDWYYEORSH RDQFLQJ &ODVVLIZRDRKLRQ
DSSOLFDWLRQ 7KLV SROLF\ HVWDEOLVKHV WKH SULQFLS®HXO DWFHR SHK HDSUER FHRONMHUHOD QR FULWHULD WKDW D
IUDPHZRUN WKDW JRYHUQ WKH LQWHJUDWLRQ Rl UHOHY D QW ODAWH LB DRG SFOWHQWHDBOMY POXVAMUDIDQDEOH 7KHV
VXVWDLQDELOLW\ ULVNV LQWR LQYHVWPHQW SURFHVVHV VINDG CDGNLIMRHG ROV KBGRQRV\ DRG WKH HQWLUH *URXS
LQYHVWPHQW SURGXFWV ZLWK WKH REMHFWLYH RI LPSURY DG W® IDRCSFOWXHQHF \RD Q GQLDQY RUP® WSLLRRG XFWV DQG VHU®
SURYLGHG WR HQG LQYHVWRUV 7KH SROLF\ DLPV WR GHRGOIORSDBESOHMWPWRWD OEWHDOWMLQWHU *URXS ILQDQ
UHVSRQVLEO\ DQG HQFRXUDJH FXVWRPHUV WR SURJUHVV WRZPOGWLRQWUDQVLWLRQ DOLJQHG ZLWK

IXWXUH FKDOOHQJHY DQG VXVWDLQDEOH GHYHORSPHQW G V ULELQJ XV Q L ULV
UK LOWHIUDWHG LOWR GHFLVLRQ PONLQ3 suRravvay pkE ek 2L08 KR DITEIAE B¢ xsbuwme suuinoL

S5HSXWDWLRQDONKHVMLYVN DULVLQ) ZKHQ WKH H[SHFWDWLRQ@¥WIYVWDNWYKBRRGHUVNDWILHRQV WR WKH 6)&& ZLOO EH D
FXVWRPHUVY VKDUHKROGHUV HPSOR\HHV DQG LQYHVWRUV WKH QBR/SRNWODR IGCWKKH & X VWHDLFQWIEROHY /DEHOOLQJ 8QLW
FDQ DGYHUVHO\ DIIHFW H[LVWLQJ RU QHZ EXVLQHVV UHORGH RRIVKMSW PHPHEHDUVH %XQQWXEWHU V JRYHUQDQFH |
EHFDXVH WKH\ GHSHQG RQ H[WHUQDO DVVHVVPHQWY DQGRRDOQ QRVYDMW QPWH |IVRWXOFWXEGH WKDW VHUYHV WR DC(
YDULHW\ RI VRXUFHV LQFOXGLQJ RWKHU ULVNV DQG VRFLDOXHMWPQRPEORWHYMEWRQYPHRWGLWLRQV

7KH UHSXWDWLRQDO ULVN PDQDJHPHQW PRGHO LQYROYHV 8SUKMHWXRW NXERLWMWIHRQVLEOH IRU DSSURYLQJ
LGHQWLI\LQJ DQG FRQWUROOLQJ WKHP SURDFWLYHO\ WR UGBBXHBRWKHQW CGRREPEQWIVWIDWRIZHOO DV QHZ SURC
RFFXUUHQFH DQG PLWLJDWH WKHLU LPSDFW 7KH EDQN KDV YDHQRMX\E WHR DYVVXWW.MQ GEYSRMWODIRWUWILYHQ WLPH I
WKLV HQYLURQPHQW DQG DSSOLFDEOH PDUNHW SUDFWLFF

5HIXODU PHDVXUHPHQW RI WKH SHUFHSWLRQ DQG H[SHBWDRKMMRWWVDRQ MWKOIHH PPDE® OO PQLIBOLSY RE/B PXOWLGL
VWDNHKROGHUYV LQWHUQDO FOLPDWH UHSXWDWLRQ D& DPX\VW RWPHWS R/[@WIENOBFWEPRQJ RWKHU IXQFWLRQV
VXUYH\V DQDO\VW UDWLQJV HWF IRU %DQNLQWHU V QRQ VWDQGDUG RSHUDWLRQV DC

ORQLWRULQJ DQG DQDO\VLV RI PHQWLRQV RI WKH EDQ glggﬁli'néWQQg@%'\&eQWHu vV EUDQFK LQ 3RUWX
U

VRFLDO PHGLD LQ DGGLWLRQ WR DFWLYH OLVWHQLQJ W V LQ WKH PDUNHW
DQG HQYLURQPHQW

$VVHVVPHQW RI UHSXWDWLRQDO ULVN EHIRUH PDUNHW W RXWVRXUFLQJ D
VHUYLFH RU SDUWQHULQJ ZLWK D WKLUG SDUW\ "RYHDIBHFH G LUK

7KH UHSXWDWLRQDO ULVN PDS ZKLFK LQFOXGHV D FRWDRORJIXHERI SRV VL EOMH
HYHQWY UHODWHG WR SURGXFWVY DQG VHUYLFHV FRQGXFW " ILQDQFHV OHDGHUVKLS

LQQRYDWLRQ HPSOR\PHQW DVSHFWV VXVWDLQXI@NMWIWHJIG KDADDPHYWEORQRIFRRRVWPHQW WR VXVWDLQDELO
DUH DVVRFLDWHG ZLWK SHUIRUPDQFH DQG LPSPUMDV &RGLEDMFDINLRRYG . @RUMH PO HD RI LQWHUQDO JRYHU
PHFKDQLVPV JRYHUQDQFH PRGHO XQGHUSLQQHG E\ D ERDUG DQG ERDUG

RPSRVLWLRQ WR_ HQVXUH GLYHUVLW\ DQG HIIHFWLYHQF
QULVLYV_ PDQDIHPHQW SURWRFRO WR SUHVHUYH| MHBRM (RPe B0 G0 RBYLRRYYRUDWH VWUXFWXUH 2L WK

FRQWLQXLW\ JXDUDQWHH WKDW ULVNV DUH SURSHUO\ LGHQWLILHG DVVF
(PSOR\HH WUDLQLQJ DQG DZDUHQHVV UDLVLQJ ZZ4MuEQLWKRSEBBWHYR UHLQIRUFH D

SUHYHQWLYH FXOWXUH 8QGHU WKH OHDGHUVKLS DQG RYHUVLJKW RI WKH ERDUG RI
SHSRUWLQJ WR WKH JRYHUQLQJ ERGLHV REMHFWLYH RI FUHDWLQJ ORQJ WHUP YDOXH IRU DOO V\

HPSOR\HHVY DQG VRFLHW\ DV D ZKROH
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7KH ERDUG RI GLUHFWRUV KDV D VL]H IDYRXULQJ HIIHFWLYI%DQNLQWHU XVHVY D VA\VWHPDWLF DSSURDFK WR LGHQWLI\ P
DQG GHFLVLRQ PDNLQJ LV DJLOH DQG D VWUXFWXUH WKDVUHODWHG WR EXVLQHVV FRQGXFW 7KLV SURFHVV FRQVLGHI
WKH FRPSDQ\ V FDSLWDO UHSUHVHQWHG E\ WKH SURSULHVWKH LQFLGHQWY DQG ULVNV LQ DOO MXULVGLFWLRQV ZKHUF
%DQNLQWHU KDV LQGHSHQGHQW GLUHFWRUV WKXV FRIWKRVH PDUNHWYV ZLWK PRUH GHPDQGLQJ UHJXODWLRQV R
UHFRPPHQGDWLRQVY DQG EHVW SUDFWLFHYV JRYHUQDQFH DQG FRPSOLDQFH 7KH QDWXUH RI WKH EDQN V
:LWK UHJDUG WR JHQGHU GLYHUVLW\ WKH GLVWULEXWLRC\SléévSHonl-_-WH-tJDg%%g\gé\%(}évg“kﬁngPwQUGDg\-ﬂ)/(g/%\-/'URHpgé_'LéJ\ E)/ggYLLQFVT/xJULLVV\;
VWDQGV DW ZRPHQ DQG PHQ H[FHHGLQJ WKH WouumRwyv vAw ERWR E\ JOUYNLYVWRU
DQG E\ QDWLRQDO DQG LQWHUQDWLRQDO UHFRPPHQGDWLR(,Q DGGLWLRQ WKH VSHFLILF ULVNV RI WKH ILQDQFLDO VHF
FDVHV RI FRUUXSWLRQ PRQH\ ODXQGHULQJ RU FRQIOLFWYV R
JXUWKHUPRUH %DQNLQWHU FRQWLQXHV WR EH WKH RQO\ , @i p5EHT'HE EDVAGREG WKH VWULEW DSSOLFDWLRQ RI WK
,QVWLWXWLRQIV PRVW VHQLRU JRYHUQDQFH DQG H[HFXWLYERDTJ‘)'(IS"\‘/'VIL V3 ENLAFAWLYA FRULUZRFUY KU
WKH ERDUG RI GLUHFWRUV DQG FKLHI H[HFXWLYH RIILFHU N nvvm IFﬁchD H GLUHFWRUV ILYH DUH
LQGHSHQGHQW H[WHUQDO GLUHFWRUYV ,Q WKLV zD\ WKH %DQN LQWHJUDWHYV WKHVH GLPHQVLRQV L
LGHQWLILHVY RSSRUWXQLWLHVY WR VWUHQJWKHQ D UHVSRQV/|
$V UHJDUGY GLYHUVLW\ RI NQRZOHGJH VNLOOV DQG H[SHUULVNV WRUBRXIK'TQWHUODO 'SROLFIAYV DO VSHELBOLVHG W

WKH ERDUG RI GLUHFWRUYV DV D ZKROH EULQJV WRIHWKHUC yrgars =a s oo s 2o~ S v v
FRYHU DOO DUHDV RI NQRZOHGJH QHFHVVDU\ WR SURSHUUF\RE)\%%IT'IDUQ\/F\I\wUB\OJ/ DVVOr\Or'I OuHr? %%bW&W%ﬁj\HQEVBWLRQ

*URXSIV DFWLYLWLHYV LQFOXGLQJ LWV PDLQ ULVNV DQG W,Q WKH DQDO\VLV RI GRXEOH PDWHULDOLW\ ZKLFK KDV EHH
RI GLUHFWRUV WR WDNH GHFLVLRQVY LQGHSHQGHQWO\ DQGLPSDFWYV UHODWHG WR JRYIWW DQWH ZHW\WMVGRWWERKWHG

*URXS 7KLV KDV EHHQ IXUWKHU VWUHQJWKHQHG IROORZLQJ WK f* WPHQW RI WZR . Q
PHPEHUV SDUWLEFXODUO\ LQ WHFKQRORJLFDO DQG GLJLWDO P3w WERQYRT DY UHV IRV SH %66 xsurikw Frusr
UQDQFH DFWLRQV WKDW DUH IUDPHG ZLWKLQ W]

,W LV LPSRUWDQW WR QRWH WKDW WKH FROOHFWLYH VXLWDELOBWORF\WKH ERDUG RI GLUHFWRUV IRU RYHUDOO ULVN

PDQDJHPHQW JLYHQ LWV GLYHUVLW\ PXVW EH DVVHVVHG XVLQJ YH F H U WLV Qde Vv
ULVNV SDUWLFXODUO\ UHODWHG WR WKH FRUH DFWLYLW\ RI WKH>0h %\ '%(H Qg"b ! v H\/?L % LDJﬁ i QNWLLRRQF
DUH HPHUJLQJ ULVNV VXFK DV FOLPDWH RU JHRSROLWLFDO ULV ng .‘ﬂé/G Q/\W/ V§S r‘?l\:l; o o JRSHL
DFWLYLW\ RI %DQNLQWHU *URXS PD\ GXH WR WKHLU FURVV FXW % R WH p AW L RHPWV

L

WKH EXVLQHVYVY 7KHVH ULVNV UHTXLUH D JOREDO YLVLRQ DQG FR FDSDFLW\ WR XQGHUVWDQG E\ WKH

ERDUG DV D ZKROH WKDW HQVXUHV WKURXJK WKH GLYHUVLWY REWUHHBIWKWOYbBY WRE HXSMWNXNWHR RH WU WKWHSDUHQF\ DQG
GLUHFWRUV WKDW WKH ERDUG RI GLUHFWRUV FDQ HIIHFWLYHO\ Q& HHW DISSOVEDWRRQURQ W RHKSIOMRPERUJU RQWLRQ 3RO
PXOWL IDFHWHG FKDOOHQJHV WKDW WKHVH XQLYHUVDO ULVNV SUMFIOXEHY ODERXU DQG FRQWUDFWXDO VDQFWLRQV IR

7KH PHPEHUV RI %DQNLQWHUIV ERDUG RI GLUHFWRUV KDYH H[SHUFTNGPRWbRISHEWRUGF LW WL 03 pos

PDQDJLQJ ULVNV ZLWKLQ WKHLU UHVSHFWLYH DUHDV RI UHVSR GGWEHOIWKHDRQRGIFRABHFWIDYHIOO LWRVHWHRY DRQLRU PDQ
XQGHUVWDQGLQJ RI KRZ DOO WASHV RI ULVNV PD\ LPSDFW WKH RWHDDWLRR W IRD W K Pl S, QRWHMVXRVG IRQRDIQ G JLMV(6* DVSHFW
*URXS LWV FXVWRPHUV DQG WKH PDUNHW DQG DUH WKHUHIRUH LQ D SRVLWLRQ WR XQGHUVWDQG DQG

RYHUVHH HPHUJLQJ ULVNV DV ZHOO

7KH $QQXDO &RUSRUDWH *RYHUQDQFH 5HSRUW DQG WKH F%@@F&%QWI‘T‘%#@VLW#WW\BWQ%HWéEbVV\R<4PUG FULPH &
NQRZOHGJH DQG H[SHULHQFH RI WKH PHPEHUV RI %DQNES®RH\DYWHERDBHBPREWEHRVERREVWIHRFROLIDWLRQ WR SUHYI
LQGLYLGXDOO\ DQG FROOHFWLYHO\ GHPRQVWUDWLQJ WKDWFUWENHP RRP¥R W B REOR | Hb\W B R WoW PiQOERBYUIBO N |RI WKH %]
GLUHFWRUV IXOO\ PHHWV GLYHUVLW\ REMHFWLYHV DQG PDL&W DLQMyR EFRE S O HWHK EROP®R RHt & VWAPWRUW R 1LRDRIAQ Q W H i
DUHDV Rl WKH &ULPLQDO &RGH DSSURYHG E\ 2UJDQLF /DZ RI
RQ  -XO\ DSSURYHG WKH FUHDWLRQ RI WKH FULPH SLU
FRPPLWWHH ZKLFK LV UHVSRQVLEOH IRU RYHUVHHLQJ WK
FULPLQDO ULVN SUHYHQWLRQ PRGHO DQG KDV DXWRQRPRXV
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7KH UHJXODWLRQV HVWDEOLVKLQJ WKH SRZHUV DQG IXQFWVWUDWHJILF YLHZ RI FRQGXFW ULVNV )RU WKH ERDUG
UHJDUGLQJ WKHKHREBORDQW&HHP\%DQNLQWHU &RQVXPEG )LDGGLWLRQDO VHVVLRQV RQ QHREDQNV $UWLILFLDO ,QWHOC
IXIHPERXUJ IRU SURSHU KDUPRQLVDWLRQ DQG LQWHJUDVPDQDJHPHQW DQG PRQH\ ODXQGHULQJ SUHYHQWLRQ DPRQ
SUHVHQWHG WR WKH DXGLW DQG FRPSOLDQFH FRPPLWWHH FRQWLQXH WR GHYHORS WKHLU N®IRZIKOAHGRHUVLQ EXVLQHVV FR

7KH &KDLUZRPDQ RI WKH FULPH SUHYHQWLRQ DQG SURIHVVI7KLY VWUXFWXUHG DSSURDFK HQDEOHV WKH ERDUG WR PRC
DQG GLUHFWO\ WR WKH DXGLW FRPPLWWHH UHSRUWLQJ WR$QWL &RUUXSWLRQ 3ROLF\ WKH (WKLFV DQG &RQGXFW &R

0,
6LPLODUO\ KDV LPSOHPH®WHGDOKEULPLQDO &RP S OZIIQFKH cgg\éxﬁﬁ\?éRgﬁ?\éVLo/"Fv\?\NLQQWHU v FRUSR%DWH PO WXUR URPD
FDUULHV SURFHGXUDO HITHFWV DQG KDV EHHQ FHUWLILHG 25 mimwnowus iomnuhl R ARQEERVURN R wH
WKDW LW FRPSOLHV ZLWK WKH UHTXLUHPHQWYV HVWDEOL)XUWKHU LQIRUPDWLRQ RQ WKH UROH RI PDQDJHPHQW OHDC
DEHTXDWHOL LGHQWLILHY WKH ULVNV R| FULPLODO OLDELOWUDLQLQJ DQG HGXFDWLRQ LV LQFOXE HGARP SERAWERQ R
HVRXUFHV DWWHOWI KH RQJR
WUDLQLQY RI LWV VWDI1 DOG LV VXEMHFW WR FROWLOXRXY (9, NHUPY RIPREMHFWEYHY UHd oWk & Wk ERVE0WVY FrRoGxFW
UHERPPHQGDWLRGV RT'WKH &RGH RI *RRG *RYHUQDQFH WKD

2QH Rl WKH PRVW LPSRUWDQW FRUSRUDWH YDOXHV RI %UHFHQWHHDUMXS LV FRPSOLDQFH E\ DOO

HPSOR\HHV ZLWK WKH PRVW GHPDQGLQJ VWDQGDUGYV RI HWKbFIB/GGQ_%/ &JSIS&&L I-ﬁ%EW% L\E\bo\)—)yY/\NDLQDELOLW\ VWL

7KH 3HRSOH ODQDJHPHQW DUHD LV UHVSRQVLEOH IRU \N\M(D-ILQFLR)U]USH(BWQ?@IBUS/WQQIDN\D[IWCQJXBWEUHG DW GLITHUHQW (
FRPPXQLFDWLRQ RI WKH REOLJDWLRQV RI WKH (WKLFV DQG ERR&XHRMH&RGIHE EKNSHMRRUHF DFWLRQV DLPHG DW SDUWLFXO

DOO QHZ DGGLWLRQV WR WKH *URXS UHFHLYH DQG vu!@&y%%a% é%'h KEP% @ae% %%g/gH %%'%%RP;%{'UVHV WKURXJK V

BURIHVVLRQDO (WKLFV

SHULRGLFDOO\ DW OHDVW RQFH D \HDU SXEOLFDWLR%%F?%K %%%h\é; gﬁvﬁaﬁﬁ?ﬁﬁg@&&ﬁVYJ(FI'—QQH_\&%D!;S#S&JDE"VL
H

DOO HPSOR\HHV RI LWV PDLQ IHDWXUHV DQG LQFOXGL RPPHUFLDO QHWZRUN DQG EXVLQHVV WHD

5HJDUGLQJ VWDII WUDLQLQJ GXUFRPSO DQG HWKLFV D@ FRGKFMWMDEOH VROXWLRQV /LNHZLVH VSHFLILF LQLWLDW
FRGHV ZHUH SURYLGHG WR QHZ KLUHV DFURVV DOO *URXS FRERSDYUHYW PHDVXUHPHQW DQG VXVWDLQDELOLW\ UHIHUHQI

DQG YDULRXV EXVL va VHJPHQWV WR VWUHQJIJWKHQ XQGHU
,Q DGGLWLRQGFRPSDRI@PBLQLQJ LV SURYLGHG WR QHZ UHR] LKQEQ/@Fq_ HVLY L
HPSOR\HHV DQG PHPEHUV RI WKH JRYHUQLQJ ERGLHV /LNHZLVH QH VWD HPEHUV DUH JLYHQ

LQWURGXFWRU\ LQIRUPDWLRQ DW ZHOFRPH GD\V HPSKDVLVLIQRY MWKHQHRDRIYW B FRP RO W H SRULDNKH DFIGYOWXEWIE WUDLQLQJ L
DQG YDOXHV WKH PDQGDWRU\ UHDGLQJ DQG VLJQLQJ Rl WEHR&RGHY RO Q& FEPHWLQA RO\ © U WKY. F ¥ QF@X GLkkd ODUJH FRUSRL

FRPSOHWLRQ RI WKH PRRBIOABENFENVHPLQDO WRJHWKHU ZLWK VSHFLDOLVHG SURJUDPPHV GHOLYHUHG Z|

UHDV VXFK DV _ULVN LOYHVWPHQW ED NLQJ DVVHW PDQI

%DQNLQWHU V ERDUG RI GLUHFWRUV SOD\V D NH\ UROH L%LﬂQYJHULf_'\(/I-\I/IﬂLYQiJ [PS%QJRS[SJI'—PKPR/W @WFK DO VXVWD

HWKLFDO DQG UHVSRQVLEOH EXVLQHVV FRQGXFW HQVXULQ—HIIW&\RWYW'&'@V@P\QLNDV\/LSFESPIRFIL%V r_qu_C@VﬁUBﬂj %X\HH EDQNiV D
\

UHIOHFW WKH KLIJKHVW VWDQGDUGYV RI LQWHJULW\ WUDQVSDUHQF\ DQG UHJXODWR FR SOLDQFH 7KU
WKH VXVWDLQDELOLW\ DQG DSSRLQWPHQWV FRPPLWWHH DOQG FWKH? B XEIMs AFRPPEWWHH WKH ERDUG

RYHUVHHY WKH DSSOLEDWLRQ RI LOWHUQDO UHIXODWLRQ YR O RY VDY Wikt LEN G 19 Ut Y BN RoBRR R VEY Do

FRPPLWWHH ,Q DGGLWLRQ WKH! &KDQQHO IRU WKH HQOH.EM®
$V SDUW Rl WKLV FRPPLWPHQW WKH ERDUG UHFHLYHV VSLVY GHWDLOHG LQ VHFWLRQ SHSRUWLQJ &KDQQHOV $Q XS
EXVLQHVV FRQGXFW ZKLFK VWUHQJWKHQV LWV FDSDFLW\WR LQFOXGH WKH RIIHQFHV FRYHUHG E\ /DZ R 6
GHFLVLRQV ,Q WKH GLUHFWRUV SDUWLFLSDWHG LQ WKDUDVVPHQW ZRUNSODFH KDUDVVPHQW DQG DWWDFNV R
SUHYHQWLRQ DQG &RXQWHU 7HUURULVP )LQDQFLQJ JHRS LQFOXGLQJ WKRVH FRPPLWWHG LQ WKH GLJLWDO HQYLURQP!
LQWHUQDO JRYHUQDQFH DQG ULVN FXOWXUH WKH QHZ (0/

; &
7THFKQRORJ\ %ORFNFKDLQ DQG &U\SWR DQG F\EHUVHFXU é %RGH HL\\/NV\\//D\E/\?VLD\{
JHRSROLWLFY DQG WKHLU LPSOLFDWLRQV IRU EXVLQHVYV KD ﬁ \M VG v L )% 9%%\}-’4\““_\/\/\ S U
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LQ DOO WKH *URXS V DFWLYLWLHYV )XUWKHUPRUH LW VHHRNYHRRKIISYRWMNWIWH WRB HLQWBWRINHWYV LRIQ BOVIMRRHFVYVD QG RWKI

VKDUHKROGHUVY DQG RWKHU JURXSV DIIHFWHG E\ WKH *URXSVKH AW EDIHRHRQWDWLRQ RI SUHYHQWLRQ PRGHOV LQ WKH *LU
ZKLVWOHEORZLQJ FKDQQHO WR UHSRUW SRVVLEOH LUUHJIXC
7KH FRGH DGGUHVVHV LQFLGHQWYV DQG ULVNV UHODWHG WRKARSUMSWORQRE WPLFEGHO DQG RWKHU XQHWKLFDO

EHKDYLRXU HVWDEOLVKLQJ D PRQLWRULQJ SURFHVV WKUR }SDWLWVVSI-H-‘E&%%%%%\Jé(%PU%OkH8'(:SHT§(%lUV\\AIH?JSb8\ DOWKRXJK H[

DQG WKH HWKLFV DQG FRQGXFW FRGH PRQLWRULQJ FRPPLWH I,y pu\ "HFLVLRQV DUH DGRSWHG E\ PDMRULW\ YRWH D
7KLV &RGH DSSOLHV WR DOO VWDII LQFOXGLQJ WKRVH zKRWKRO & HMGFMRPH JWHS RYPWYRDY BoW b fRPASLWWHH UHSRU

WKH DGPLQLVWUDWLYH ERGLHV RI %DQNLQWHU *URXS DV YWKibdEFML XN IoH OR G UrY ¥ KRR IS

LQWHUQV VXEFRQWUDFWRUV DQG LQ JHQHUDO WR DOO SEF'XULQJ =~ WKH %DONLOWHU FULPH SUHYHQWLROQ DQG SURI|

%DQN ,W DOVR LQFOXGHV IDPLO\ PHPEHUV DQG SHRSOH OL™ "GLVELSOLODUVFEFDVHV ""LQ - "TITRUEUHDFKHV Rl WKH 3UF

DOO WKH *URXS V DFWLYLWLHV LQFOXGLQJ WKH XSVWUHDFEV VWDIT RI' ZKLFK™ 'FRUUHVSROQGHG WR SHUVRQQHO LQ 6SD

DQG LV DSSOLHG LQ DOO JHRJUDSKLFDO DUHDV ZKHUH %DQ™"" ="' 'Q WKHVH FDVHV GLVPLVVDO ZDV DGRSWHG DV D GLVF
DOO LQ 6SDLQ 7KH RWKHU SHQDOWLHV LPSRVHG LQ UHC

9

II-\l Nzt TNV WV N T 1 L 3 W3 \Z L1 L VY LI\ \J vv N1 vv v L1

PHOW DOQG VDODUV'IRU SHULRGV G

LI LYY XiNo

7KH ERDUG RI GLUHFWRUV RI %DQNLQWHU LV XOWLPDWHO\ Y,

DQG &RQGXFW &RGH DQG LV DOLJQHG ZLWK UHJXODWLRQV \’Fé\lllll-i

F
7KH (WKLFV DQG &RQGXFW &RGH HVWDEOLVKHV WKH GLIIHUHOW UHTX|UH
UHODWLRQVKLS ZLWK DOO WKH %DQN V VWDNHKROGHUV % vas oY S 00, G EP P OEAOPY ERYBAEW S0y
WUDQVSDSHQW DQG HWKLFDO °bQ WKARTHQWLWI'V' L BO UHIXODBWLRQV UHIDUGLQJI SURFH
HUURUV LQ UHODWLRQ WR GDWD SURFHVVLQJ KLJKOLJKWL
%DQNLQWHU PDNHV WKH (WKLFV DQG &RQGXFW &RGH DYDL FRQWUROV&ULPLQDO & PRGHO QRQ FRPSOLDQFHV DUH GH

FRUSRUDWH ZHEVLWH DQG RWKHU LQWHUQDO DQG H[WHUQDDYRLGLQJ IXUWKHY FRRIQHTEAWQFHV

,Q WKLV UHJDUG WKH %DQN V ERDUG RI GLUHFWRUV DSS/'$V D UHVXOW RI SRVVLEOH QRQ FRPSOLDQFH ZLWK FHUWDLQ
*URXS V &RGH RI 3URIHVVLRQDO (WKLFV WKH PDLQ PRGLILFDJUHHPHQW WKH FDVH RI RQH DJHQW ZDV UHYLHZHG LQ

7KH UHLQIRUFHPHQW RI VRPH RI WKH DUWLFOHV WR S'iv'_rkDrY_tI;rYV.PfUnLquy#dXIQQDQL{/E\B\%ﬁéEWLQ WHUPV
RI DYRLGLQJ LUUHJXODU EHKDYLRXU

ORGLILFDWLRQV GHULYHG IURP VRPH OHJLVODWLYHKISHHIRR O WRQUW &R PVSXCIKD O0FH MMREWLRQ UHSRUWYV WR WKH
LOQFRUSRUDWLRQ RI KDUDVVPHQW DV D FULPH ZLWK WERDWH RO SHUNRWREHL QDQKGH 06 FQWHMHUIQDWH\G ZLWKLQ WKH &
UHVSRQVLEOH 1"&&7 IRU RUJDQLVDWLRQDO SXUSRVHV 7KLV GLYLVLRQ SH
$GDSWDWLRQ RI WKH &RQILGHQWLDO 5HSRUWLQJ &KD(EQ R\lN UE \k/ %WKE' ER Lljg% ZGLUHKFF\QNGRRUOVRJZ\LWWKRSOQVRDY‘

WUDQVSRVLQJ LW LQWR 6SDQLVK UHJXODWLRQV Lé 9%%\1%_/' %\h I'H 1A LE]%QLRI\%L é% C%;f MHEWLYLW\ FRPPRQ V
&RGH LQ 7LWOH 9,,, UHODWLQJ WR WKH &KDQQHO LQ - XDU

2k DALY R E V IRU WKH KI
%INLQWHU *URXS V FULPH SUHYHQWLRQ DQG SURIHVVLRQD lg EH\)& g’ @B %PQ%)
DLP RI FRQVROLGDWLQJ WKH GLVFLSOLQDU\ DQG SUHYHQ\/\(/)R § % §'?2 L 8 g " VW SUD
LQFOXGLQJ WKRVH RI D FULPLQYDOHYBWR®VHE O LR UE RI®\V X H YA 5w G N o e R Wy OVXULQ
FRPSOLDQFH DQG SUHYHQWLQJ FULPHV ERWK ZLWKLQ WKH B¥BMDRWHHWQIVHUHOWHEUR QG B \Y Wil WRROWWRA HQVXULQ,

FRPPLWWHH KDV EHHQ UHVSRQVLEOH IRU PRQLWRULQJ WWHDQNOB WHVIIWRWRVIVURDWEU(WKLEVHQBGDQG RSWLPLVDWLF
VXSHUYLVLQJ WKH SUHYHQWLRQ PRGHO LPSOHPHQWHG LQ WGXHH RQREB QLWIWILR@HSHQGHQFH

7KH FRPPLWWHH LV PDGH XS RI WKH KHDG RI 3ULYDF\ DQG /LWLEHIW LR QW R KRUDV N \b Iy VKKMPH QMK B HVKKRG RORJ\ LQ WK H
JLQDQFLDO 2IILFHU DQG KHDG RI 'LILWDO %DQNLQJ WKH &K \NNR@)"F‘%F"P%&W‘K'@W BE%Q\MQ@Q\FJQUURULVW ILQD
BRRQ4BROEWRURE

H
$XGLW WKH KHDG Rl 3HRSOH ODQDJHPHQW &RUSRUDWH & Kk
&RUSRUDWH 'LUHFWRU RI 8RQWURO DQG &RPSOLDQFH §$ﬁ39§58& If@éle%Q/ Ldv H WRRO FRPPRQ Wl

7KH FRPPLWWHH V SULPDU\ UHVSRQVLELOLW\ LV WR VXSHUYJLVH VX ER H o% HU
*URXS V FULPLQDO SUHYHQWLRQ PRGHO ,WV IXQFWLRQV L gﬂ@%%% WJ@‘BL §W&ﬁw€hwgﬂ\m%%ﬁ%wKH RUJI
FRPPLWWLQJ FULPHV SURSRVLQJ PHDVXUHV DQG SURWRFROWHKRUERKLE RIsGHYHQWR RY DQEQFWALRIL 8P QDIHPHQW LV

<

AV RITHPSORA
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H
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DJLOLW\ DQG HIILFLHQF\ WKURXJK WKLV FRUSRUDWH VWUXFWXUHKHWKHJIXODWRUW PRBSWRRQNHFRRPPILXNWMIGH ,W LV WK
IURP WKH RXWVHW WR HQVXUH FRPSOLDQFH ZLWK WKH UXOHV D QBRSULMYRLUOW WIQHG HOOLQ D /O BREHKD UIVRKQ WKLV DUHD LQ

JROORZLQJ WKH PRGHO EDVHG RQ WKH WKUHH OLQHV RI GHIHQFH5 %/O \g RP@ b\D ,_ T Y FRPPLWQWFHHHFJ
Rl WKH IXQFWLRQ D VWUXFWXUH DSSURSULDWH WR WKH SULQFL ? L \/ B}% Igz \Z{i\i&ﬁh%
KDV EHHQ FKRVHQ LQWHJUDWLQJ WKH GLIITHUHQW ULVNV RI ED 8 LY b\/\ DQ WKHL uboOLV

PDQDJHPHQW WKURXJK D FRUSRUDWH VWUXFWXUH ZLWK UHVSRQ VIKEH. GBLUR\GIRIWI ORED @ YHFRBWLRQDO ULVN FRPPLWWHH
'LWK WKLV LQVWLWXWLRQDO WKH EDQN GOWNHORBWEHRRHRBY RI WE RGXFWV DQG VHUYLFHV WKDW %DONLQWHU RIIHUV |
VHFRQG OLQH RI GHIHQFH ZKLFK LV RUJDQLVHG LQWR WKH IROO Egng% YHUQDQFH SROLF\ DSSURYHG E\ WKH ERD
D O ULVN FRPPLWWHH FRYHUV DPRQJ LWV
&RQWURO DQG DGYLFH RQ UHJXODWLRQV DQG EDQNLQJ WUDEFKD URRGLIIERDWKLR@ RD QMO@FIHOODWLRQ RI QHZ
SURGXFWY DQG VHUYLFHVY DV ZHOO DV LQYHVWPHQWYV D QGFXYWRMDGIH VB YHYWHRE RBIPREUNRAWLQI RI WKH DSS!
DEXVH WKH ,QWHUQDO &RGH RI &RQGXFW DQG &RQIOLFWAHWRYLFOWHDBDNYVAHOBDDW LWMHPRQMWRULQJ DQG UHVRC
LPSOHPHQWHG D PHWKRGRORJ\ EDVHG RQ WKH ULVN DSSUPRHNRGYWKHW MHQ® BMAHNWY WY DLQYAI WKH PRQLWRULQJ DQ
QRP FRPSOLDQFH LQ HDFK DUHD RI DFWLYLW\ WR EH DVVHVIWGREQDWHOD WLWE RGH WKW LR WILKY PDQDIHPHQW

RI LQYHVWPHQW EDQNLQJ DQG LQVXUDQFH VHUYLFHV 7KH LQWHUQDO FROQWURO ERG\ 7KH LQWHUQDO FRQWU
SUHYHQWLRQ RI ORQH' )LQDQFLQJ Rl 7THUURULVP $0/)7 ,®QG HQVXULQJ FRPSOLDQFH ZLWK WKH SROLFLHV DQG
WKH ULVN FRQWURO DQG PDQDJHPHQW IUDPHZRUN KDV FRQWR®YREEULR JE B Y& WHGIWRAHYNG DD QFLQJ LQ DFFRUC
ZHOO DV FHQWUDOO\ LPSOHPHQWHG PRQLWRULQJ DSSOLFDEOH UHJXODWLRQV ZKLFK FRQVWLWXWH WKF

*URXS 7KLV ERG\ PXVW EH DZDUH Rl WKH ULVNV LQ W

5LVN &RQWURO DQG ,QWHUQDO 9DOLGDWLRQ ZKLFK LV UKMSROWLED b iRy ¢ BOWBIRS RS VB GH WDNHQ WR HITHF
RSHUDWLRQDO WHFKQRORJLFDO PDUNHW DQG LQVWLWXWLRQ@DO ULVN

2WKHU VSHFLDOLVW FRPPLWWHHY KDYH EHHQ VHW XS LQYR
JLQDQFLDO &RQWURO DQG $QDO\VLV ZKLFK UHYLHZV gigH; @ HRHUGR JVPFRERY N QRN L ROWHLUGRO DV™ WKH FULPH S

ILQDQFLDO FRQWURO DQG RXWVRXUFHG VHUYLFHYV FRPPLWWHH 7KH &RUSRUDWH &RPSOLDQFH DQG ,QWHUQDO §

7KH IXQFWLRQV RI 5HIXODWRU\ &RPSOLDQFH DQG 3UHYHQWWVRQHRVERGHN DX WE WD LR CD BRQWH Y WHIRW WLVN PDQDJHPHQ!
JLQDQFLQJ UHSRUW WR WKH ULVN DQG FRPSOLDQFH FRPPLWIWWMKHRF RYISIR HRBIY &) LRANGRRI$I PRRUW R R b BRPPLWWHH WK
LQWHJUDWHG LQWR WKH &RUSRUDWH &RQWURO DQG &RPSBPRERHPHOW VRRIHUDAKLR R VK bR PR U YWDOH N D W Kkl WhI FKQRORJL
UHVSRQVLELOLWLHV DQG H[HUFLVHV D VXSHUYLVRU\ IXQFWRIRYPRWARQWHFOUIPWVRP (@QEXYLEQK VMORRBWLQXLWY FRPPLY
NQRZOHGJH RI WKH *URXS V FRQWURO DQG FRPSOLDQFH VLWXDWLRQ

7KH &RUSRUDWH &RQWURO DQG &RPSOLDQFH GLYLVLRQ HQVe§HBN H WIHFW LY H FRQRWY Ry AP0 s BWs Q. R SRWERQ pss
WR UHVSHFW IRU WKH FRPSDQ\ V FXOWXUH DQG ULVN SROLRLHY, & ,SQE@Q,EWRZL}\WKZR% e RSEWPYWHE QY WR FRQ
SURFHGXUHV DQG FRPSOLDQFH ZLWK HVWDEOLVKHG UHJIXPRWLRQY.L W PEOMRIRBYVEU vRHYNYXBHY poG suLOF
PDQDJHG LQ DFFRUGDQFH ZLWK WKH GHILQHG OHYHO RI ULVHL B EW LR Akl BLWQ%?\(,@NR@R&%VVDD¢%E{QQ,LHV ZRIH

ULVN PDS LQFRUSRUDWLQJ DOO RI WKH ULVNV IDFHG DQG DD'I:Q%PQWZ}QL'EQI ED&V}QWF\_/ WHE WK Y RXEUBKE vROLG DOG U
XVH Rl D VLQJOH FRQWURO WRRO LQFOXGLQJ GDWD SURWHFWLRQ LQ RUGHU WR HQVXUH D KHQVLYH
v

SLFWXUH RI DOO ULVNV 7KLV HQVXUHV LW LV D UREXVW VHFKHGEBDGR RI GH IHFRHRU OWLPDWHO\ |

L
$OWL &RUUXSWLRQ 3ROLF\ 7KH REMHEWLYHV RI WKLV 3ROLF
7KLV RUJDQLVDWLRQDO VWUXFWXUH HQDEOHV WKH DSSURGHLIVHQBDRRIHRERWR B! Wikl & 5N HRY L @RS RUSRUDWH SRC

FRPSOLDQFH ZLWK UHJXODWLRQV ZKLFK HQWDLOV D VLJQlV\}kI]';'Q/Ql\NSLWSIFS\R;WFq_'V\//LB%@ RYAWVING WK WWHPWEBRWHUUH
QHJDWLYH LPSDFW RQ WKH UHODWLRQVKLS ZLWK FXVWRPHUV PDUNHWV HPSORVHHV DQG DXWKR L Q

SDUWLFXODU QRQ FRPSOLDQFH ZLWK UHJXODWLRQV PD\ OHIXG WROLF® FDVBISFOGWVGWRDRIA O KRB SFORIEHKHYODWE FRGIPEHUV RI

X
O x<

RI FRQWUDFWYV ZLWK WKH FRQVHTXHQW GDPDJH WR WKH LPBDUWKSSRMWEWXGDEN WKSKBNOW RQ WKH IROORZLQJ SRWHQWL
D%H KDXVWLYH OLVW gIILFLHQF\ GLYLVLRQ 5LVN 'LYLVLRQ
,Q SDUWLFXODU WKH &RUSRUDWH &RQWURO DQG &RPSOLD Fd—gl WKULYHRQO K& Kk RSPHYMH K.sS QW HV HLRU WKW KDYH UHEHL

IROORZLQJ ERGLHV RI WKH EDQN
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JXUWKHUPRUH LW FRYHUV DOO WKH *URXS V DFWLYLWLHV QHZFOXGHRWLWKH WKBVYHAVQEBHR U /D8QG& BHVKWODWHKIRQ DQG \
YDOXH FKDLQ DQG H[WHQGV WR DOO WKH JHRJUDSKLFDO DUBPBY &KHUH %mMEN BEWR W HRGSIHUWIDWHKY )LODQFLQJ RI 7THUURUL
WWHOWLRQ WR WHUHVWY Rl WK VWDNHKROG

D WKH L H PDLO
,Q DGGLWLRQ WKH 3ROLF\ LV DOLJQHG ZLWK LQWHUQDWL L%—b]%,@ W BRVRY pR-@ X\Q\MPQJ(‘%Q;UQM VY BVoWEHH RQ %D
$ 2(&

6SDQLVK SHQDO FRGH WKH 8. %ULEHU\ $FW WKH 86 )RUHLXQERYYWEW3YVREWLREY W DQG WKH
$QWL %ULEHU\ &RQYHQWLRQ DQG LW LV FRQVLVWHQW ZLWK WKH 8QLWHG 1DWLRQV &RQYHQWLRQ DJDLQVW
&RUUXSWLRQ ,W LV HVWDEOLVKHG WDNLQJ LQWR DFFRXQW MKk MXEY W& LHILWERQ R EWRIQ FAKD LIG Uy WM M HKERUIDNG HHURY LWV R Z(

HQVXULQJ WKDW DOO WKH *URXS V DFWLRQV DUH WUDQVSDWHPW OFRE HWKLFW® WKH )UDPHZRUN HVWDEOLVKHG E\ WKH
UHJXODWLRQV DSSOLFDEOH LQ WKH KRVW FRXQWU\ DQG ZL)\

%DQNLQWHU PDNHV WKLV SROLF\ DYDLODEOH WR DOO LQW HHY WG RSQUEMVH B INKURNHE WRY F RIY SRR WIHZHEY L WO 6 F
DQG RWKHU LQWHUQDO DQG H[WHUQDO FRPPXQLFDWLRQ FKRP@RH®R®YLQLQJ DSSURSULDWH DOLJQPHQW ZLWK WKH *URXSiV

'XULQJ WKH ILQDQFLDO \HDU QR OHJDO FDVHV UHODWHC "DGEGLWLRG  ZRUN KDV FRQWLQXHG RQO"WKH $FWLRQ 30I
*URXS DV ZDV DOVR WKH FDVH LQ FRPSOLDQFH ZLWK WKH UHFRPPHQGDWLRQV LVVXHG E\ WKH |

$V D JHQHUDO UXOH DOO *URXS HPSOR\HHV XQGHUJR FRPSX

7KH ORQH\ /DXQGHULQJ 3UHYHQWLRQ DUHD LQWHJUDWHG WKRVH DW JUHDWHVW ULVN RI H[SRVXUH WR FRUUXSWLRQ
&RQWURO 8QLW LV UHVSRQVLEOH IRU HQVXULQJ FRPSOLLPXQGHULQJ WUDLQLQJ IRU WKH HQWLUH ZRUNIRUFH ZDV FR

T T s v ~ - ~ P i s s

DGRSWHG E\ WKH HQWLW\ UHJDUGLQJ WKH SUHYHQWLRQ RI FRPSOHWHG WKLV WUDLQLQJ UHSURVHQWLQJ _ ~ RI WKH -
LWV REMHFWLYH LV WR HQVXUH WKH SURSHU GHWHFWLRQ WDUJHW VHW_ LQ WKH SUHYEU XV \HDU ZLWK D WRWDO RI

H[LVWLQJ ULVNV DULVLQJ IURP ORQH\ /DXQGHULQJ DQG 7HULQFOXGHG FROWHQW WDLORUHG WR WKH GLIIHUHQW OLQHV

UHJXODWRU\ UHTXLUHPHQWY LQ WKLV DUHD DQG QHZ KLUHV -, Q H \HHV FRPSOHWHG WKH W
WKH ZRUNIRUFH DQG D WRWDO R
LW

3UHYHQWLQJ WKHVH DFWLYLWLHV LV D VWUDWHJILF REMHFWLYH DOG DO HWKLFDO FRPPLWPH W DV D
ZKROH WR FRPSOLDQFH ZLWK LQWHUQDWLRQDO VWDQGDUG.Q DGGLWLRQ WKH *URXSiIV ERDUG RI GLUHFWRUV_UHFHLYHV
WKLV REMHFWLYH GXULQJ %DONLQWHU DQG LWV VXE\ODXQGHULQJ) SUHYHQWLRQ DQG RRYFREHY WRHKHRULVW 1LQDC
QHFHVVDU\ FRQWURO PHDVXUHV WR FRPSO\ ZLWK UHJXODWRUY I Xk P HEHRW O WRG K IERM FAMYHOREHER WUDQVSDUHQ|
DQG XSGDWHG WKH ORQH\ /DXQGHULQJ DQG 7HUURULVW )iQD@RUEHBLBW &R GHOH $W/KEFD & lPAbWXUH ZLWKLO WKH EC
DSSHWLWH IUDPHZRUN DQG PDS DOLJQHG ZLWK WKH %DQNpRQHPPHIBENULBY ZHO® E1V oWk FK HERRPY ~ DLPHG DW WK
LQWHQGHG IRU WKLV IXQFWLRQ Rl WKH *URXS V HPSOR\HHV WR KDYH DFFHVV WR WKLV WUDL

JLNHZLVH WKH $0/ &)7 3ROLFLHV DQG 3URFHGXUHV 0DQXDRF BDoWHB BR WREHEPQNMY EbFREYERY ByQHV RI GHIHQFH D
DQQH[HV WR VDLG O0DQXDO KDYH EHHQ XSGDWHG LQFRUSRUYDIPWLVQJ WKH SURSRVDOV SURYLGHG E\ WKH

6XSHUYLVRU DQG WDNLQJ LQWR DFFRXQW WKH UHJXODWRU\ &WRQHbo DX& (LW RESAS R P & 3k RH OMKHG FiK QYWY A QRU WKH SUI
%DQNLQWHU *URXS LQWHJUDWLRQ RI (92 %DQFR LQWR %IRQN+Q@IGA 169 xR CWWKHHFRRDYWRMLR@DBRHZRUN LV EHLQJ X
$YDQWORQH\ LQWR D %DQNLQWHU EUDQFK LQ ,UHODQG DOHUWV WKDW DUH H[HFXWHG WKURXJK PDVV GDWD SURFH\

7KH PDLQ REMHFWLYH RI %DQNLQWHU V $QWL ORQH\ /DXQGPHU%G%J EHER R \WH'BJ'7\M6®\4®LVWD%Q%5@HE%§ODU FRQGXFW
$0/ )7 3UHYHQWLRQ 0DQXDO LV WR FRPSO\ ZLWK WKH REOLGHWIHE AvWitoPVREBXOH HDHAVWDEREVKHG LQ WKH &RGH

$SULO DQG LWV UHJXODWRU\ GHYHORSPHQW 7KH 0D QX Nd SR MRy MWK H i W WRH ¥ Ui bl i@WVi 8 QWRQ ® kS RIHVVLRQDO H
SUHYHQWLRQ RI WKHVH FULPHV DQG HVWDEOLVKHV D FRQWISSURSW lPlRWH R Y Fd $§ SURRDAHVRHRRXHEY XUH LwyV
HIITHFWLYHQHVY DQG FRQWURO DFWLYLW\ LQ WKLV DUHD ,W DSSOLHV WR DOO %DQNLQWHU DFWLYLWLHV LQFOXGLQJ
DOO JHRJUDSKLFDO DUHDV ZKHUH WKH %DQN RSHUDWHV 7KH DSSOLFDWLRQ LV WKH UHVSRQVLELOLW\ RI WKH
,QWHUQDO &RQWURO %RG\ 2&, DQG WKH ERDUG RI GLUHFWRUV Rl %DQNLQWHU

%DQNLQWHU V $0/ &)7 0ODQXDO LV DGDSWHG WR WKH (%$ JXLGHOLQHVY DQG FRPSOLHV ZLWK WKH
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UHIJXODWLRQV GHULYHG IURP /DZ DQG 5R\DO 'HFUHH W DOVR UHIHUV WR WKH
DGDSWDWLRQ WR UHJXODWRU\ GHYHORSPHQWY DULVLQJ IURP 'LUHFWLYH (8 DQG WKH QHZ
(8 OHJLVODWLYH SDFENDJH IRU $0/ &)7 DSSURYHG LQ ZKLFK LQFOXGHV WKH DSSURYDO RI WKH
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GHVLIQHG WR HQVXUH WKDW DOO FRPSODLQWYVY UHFHLYHG

7KH %DQNLQWHU :KLVWOHEORZLQJ &KDQQHO LV D PHFKDQL&F&?WWE;:?(@]&MFF& V\H%JLKGVYﬁ V{I?LI\DQJ%S?QQJL</\>I\I|_H)_| LQYROYHG D

LQYHVWLIDWH XQODZIXO FRQGXFW RU FRQGXFW FRQWUDU\ R 3URIHVVLRQDO (WKLFV LQWHUQDO

UHJXODWLRQV RU DSSOLFDEOH OHJLVODWLRQ LQFOXGLQJ MKRNRH R BDODWGIGBEYR B QWLKHRDHHE VDW ) GANULQ@ WBE G DQJIXDJFH
&RXQWHU 7HUURULVW )LQEDQFLQJ UHJXODWLRQV DQG WKRVH KIHFEKD WHKE WR 3 RQ WQ B HID® WHAF R X@® WIGEIL WVRULR QR QWKWHR @ RRO
PDWWHUV WUDFHDELOLW\ EHWZHHQ WKH UHSRUW DQG WKH LQYHVWLJD

7KLY FKDQQHO DOVR DOORZV \RX WR UHSRUW FRQGXFW EYKWXSHUHRWNRURRI| FRWONDQIKH \$ NEKIWHBYXEHY WKH FRQILGH
FODVVLILHG DV PRUDO RU SV\FKRORJLFDO KDUDVVPHQW P REHHRIL(RIG IFD YE{XDHS RDWDM VW RHOQKH DXGHO G RPPLWWHH RI WK
DQ\ RWKHU DWWLWXGH WKDW FRQIOLFWV ZLWK IXQGDPHQWIF® RSO RWYWW IDQSBIFVMRWGDQFH ZLWK HVWDEOLVKHG SURFHG.

,W LV DYDLODEOH WR ERWK LQWHUQDO DQG H[WHUC E® VW%N&I—@B%J%%}B”HF%% V&%?{B ﬁﬁﬁ%é%}kw DIL-_JHDLHVI-F &RPSOL

LQWHUQDO VWDII DJHQWV VXSSOLHUV DQG RWKHU VWDNH DQQHO

WKURXJK WKH FRUSRUDWH LQWUDQHW DJHQWV WKURXJK W,KH DJHQV\F\RQH[_\GHQQII-H.WOVU(I-B$R)LILWUVRWIYU])IRJXRI§(\WM\HSHV ZHUFE
VXSSOLHU SRUWDO DQG RWKHU VWDNHKROGHUV WKURXJK %DQMWGCHEMRIZ/L QR WBIMUWIMD ZHEVLWH 7KH FKDQQHO

DOORZV WKH VXEPLVVLRQ RI DQRQ\PRXVY DQG RU FRQILGHQWLDO UHSRUWY WKURXJK D VHFXUH V\VWHP

EDVHG RQ D FRGH DQG D SDVVZRUG VHOHFWHG E\ WKH ZKLVWOHEORZHU  HQVXULQJ “WKDW WKH

ZKLVWOHEORZHU FDQQRW EH LGHQWLILHG %DQNLQWHUIV SURFXUHPHQW SURFHVV KDV EHHQ WUDQVIRI
7KURXJKRXW %DQNLQWHU GUDIWHG DQG DSSURYHG WK%L%F\PW8H¥0RQZCE UHE 'bprﬁoQ\Qlﬁlo {XPRSHDQ UHJXODWRU\
ZHOO DV WKH LQWHUQDO SURFHGXUHV IRU WKH PDQDJHPH Q} 1 'V \5 ‘QL ’%q&\f QV\\//%%%WO J
LQ RUGHU WR IXO0O\ FRPSO\ ZLWK /DZ UHJXODWLQJ W WDO 2SHUDWLR O
UHJXODWRU\ EUHDFKHV DQG FRPEDWLQJ FRUUXSWLRQ 7KH¥ Rvglm[[y\Qv3zg G H Ro w RIOXG ODWLQJ WR VX
FRPPLWWHH DQG HOHYDWHG WR WKH ERDUG RI GLUHFWRUV_ IRU DSSUR YDO DQG ZHUH VXEVHTXH

SXEOLVKHG RQ WKH FRUSRUDWH ZHEVLWH LQ ODUFK xOBEFWLRQPEOO g fdNy R RIKT B KOW ZLWK WKH DL

(WKLFV ZLOO EH XSGDWHG LQFOXGLQJ WKH PRGLILFDWLRQ %W H@BW%E%%{NXSSO'—HU SURFH VHV WKH 6XSSOLHU 0DQ
LPSURYH WKH HIILFLHQF\ XVDELOLW\ WUD

%DQNLQWHU SURWHFWV ZKLVWOHEORZHUV DJDLQVW UHV\IJ,Q@QDLNQ_\RQU @vam@quwmeQNRRHuQ@UQQFHQNRHUSURFXUHPH
WUHDWPHQW LQ DFFRUGDQFH ZLWK WKH SURYLVLRQV RI WK : L ¥ WOMEW RERRD &K ROW HIOD YROWE\H QUKHKBBBE WKH DELO
RI 3URIHVVLRQDO (WKLFV DQG SUHYDLOLQJ OHJLVODWLR/(XSH7LK\HL\/\RMWLI-JHH>T)0|2([DNJFD+Q@W\HV WKH WRWDO
DQRQ\PLW\ RI WKH ZKLVWOHEORZHU DV ZHOO DV OHJDO SURWHFWLRQ DJ Q/S‘OW SRVVLEOH UHWDOLDWL
GLVFULPLQDWLRQ RU DQ\ RWKHU W\SH RI XQIDLU WUHDWP Rrik W Ktk &G DLQUN/d Viy éLYﬁK/R/VO\SHBWb%%LLVK-NVWKDW WK

WKDW QR UHWDOLDWLRQ ZLOO EH WDNHQ DJDLQVW WKH zKLY W%%EBQQ@GL@R’O%BNVN’MK QéRW\BE’Q >‘D‘3§Qb oY IXDDUWRENWRO ¢

VDUV EXGJHW FI
7KH 3ROLF\ LWVHOI VWDWHV WKDW QR UHWDOLDWLRQ RI DQD@DQQ/ZVQSQJFEHHWW‘DFQQS DLJQD@‘OW\MM—H H&XRYWQHEQB AHOLQJ F
VROHO\ IRU UHSRUWLQJ )XUWKHUPRUH LI WKH ZKLVWOHEORZHU KDV SDUWLFLSDWHG LQ WKH UHSRU

HG
FRQGXFW WKH IDFW WKDW WKH\ EHFDPH DZDUH RI LW WKURSXWY KL KM KR/ v WRHES R W*I’S'R WEPH SYRFHVYV DQG LW
FRQVLGHUHG D PLWLJDWLQJ IDFWRU E\ %¥DQNLQWHU *URXS @QI\(‘;—\{(HQ%\ mxfﬁﬁ%ﬂwnvw MM!@%égNEgsvwﬁ ZIE

GHWHUPLQLQJ WKHLU UHVSRQVLELOLWLHV %DQNLQJ 5HIXODWLRQ (%$ DQG WKH 'LJLWDO 2SHUDWLRQD
5HJDUGLQJ WUDLQLQJ DQG LQIRUPDWLRQ DOO HPSOR\HHV SUHFFRWH VBEH HI RWRHEHWR IY B U R PHEVOVH\R DU (WKDPXDWHG LQFO)
XSRQ MRLQLQJ WKH FRPSDQ\ FRQILUPLQJ WKHLU NQRZOHGHRDBIQUR R PIDIWNDFOH G W LW R UALIPH AWMU QB O WKSHHFLILF DVVHVVPH
SURFHGXUHV ,Q DGGLWLRQ DW OHDVW RQFH D \HDU FRPPXiDWEVYWGE RYRPDW KHPBX$S ROHW KH DAL BIDYHWORRZV VXSSOLH
UHPLQG SHRSOH RI WKH FKDUDFWHULVWLFV DQG DFFHVWRQRHMREP HEED WO ERFRFRWQIL FKk DGR Y FULWHULD  7KH %
VWUHQJIJWKHQLQJ DZDUHQHVY DERXW LWV XVH XQGHU WKH IROORZLQJ FULWHULD

%DQNLQWHU KDV D UREXVW SURFHGXUH LQ SODFH WR SURPSWIRFLDIGRHYHWEWU YO\ DQG REMHFWLYHO\
LQYHVWLIJDWH LQFLGHQWY UHODWHG WR EXVLQHVV FRQGXFW LQFOXGLQJ WKRVH OLQNHG WR FRUUXSWLRQ
EULEHU\ DQG RWKHU LUUHJXODULWLHV WKURXJK WKH ,QWHUQDO $XGLW GHSDUWPHQW 7KLV SURFHGXUH LV
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(WKLFV DQG &RQGXFW &RGH LW LV YHULILHG ZKHWKRO Q\DkBER BRW3DQQ \ ZH MWK DWPKHW KNLVFWSVH DRIGVROXWLRQ ITURP I
FRQGXFW FRGH RU LQWHUQDO SROLFLHV WKDW SUBBRWHVVYRWHJULW\ WUDQVSDUHQF\ DQG

UHVSHFW IRU KXPDQ ULJKWV LQ OLQH ZLWK LQWHUQ7E?<\0“:2 QIPO FKHVWH%l\J/\PLFU LFS|_L|J¥2FHVV %DQNLQWHU UHLQIRUFH\

/HIDO &RPSOLDQFH UHJXODWRU\ FRPSOLDQFH ZLWHK Q\&XIFHVLWROBWLERDNWVRRQV VXIF & DDWL RMK\WHKLSY HVWDEOLVKHG
*HQHUDO 'LVDELOLW\ /DZ DQG RWKHU VRFLDO UHTXL KHPKHHOOMWWV TIRD DY WHWWHBQGDUGY EXW DOVR SURYLGH YDOXH !

6RFLDO 6DQFWLRQV DQDO\WVLV LV PDGH RI ZKHWKHL?W‘Q““&%B%’&BIQU KDV EHHQ VXEMHFW WR
VRFLDO ODERXU RU ZRUNHU ULJKWYV VDQFWLRQV LQ%/\DIQ—ND@WWU\MAKU/IXH;SEDIDHU FRQWUDFWLQJ SURFHVV LV UHIOH

6SHFLDO (PSOR\PHQW &HQWUHV &(( LW LV DVV XWVd?X v LQHV\ZIEENSURITFVéEEPLTI-IQFV\é{F?FI’
SURPRWHY VRFLDO LQFOXVLRQ WKURXJK FROODER ,\H_Zeé ‘i lﬁ GHO \I?_l\vlylg

FHQWUHV RU WKH KLULQJ RI SHRSOH ZLWK GLVDELOL "RXWVRXUFLQJ DUUDQ:

UXDU\ KHUHLQDIWHU WKH T(%$ 2XWVRXUFLQJ *XL
(QYLURQPHQWDO &ULWHULD Rl WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO
RSHUDWLRODO UHVLOLHQFH IRU WKH ILQDQFLDO VHFWRU "';
(QYLURQPHQWDO &HUWLILFDWLRQV LW LV UHYLHZHE ZKHWKHU WKH VXSSOLHU KROGV
LOWHUQDWLRQDO FHUWLILFDWLRQV VXFK DV ,62 RU (0$6 WKDW DWWHVW WR LWV
FRPPLWPHQW WR WKH UHVSRQVLEOH PDQDJHPHQ\7KHVH SROLFLHVY DSSO\ WR DOO EXVLQHVV OLQHV DQG FRQW
HQYLURQPHQWDO SURWHFWLRQ *URXBKH 2XWVRXUFLQJ 3ROLF\ KDV EHHQ DSSURYHG E\ %DQ

WKH 3URFXUHPHOW 3ROLF\ IRU *RRGV DQG 6HUYLFHV KDYV
&DUERQ )RRWSULQW LQIRUPDWLRQ LV UHTXHVWHG R®@pWiHyPILDOVWLYV DQG UHGXFWLRQ RI

WKHLU FDUERQ IRRWSULQW HYDOXDWLQJ WKH PHDVXUHV WKH\ DSSO\ WR PLQLPLVH WKHLU

HQYLURQPHQWDO LPSDFW Q WKH FDVH RI WKH %DQN V VXEVLGLDULHY DQG EUDQFKHYV

ROLFLHY WKH DSSOLFDWLR RI FHUWDLQ SDUWV RI WKH S
(QYLURQPHQWDO ,PSDFW RI 3URGXFWV DQG 6H{ g Y R R GO URQPAATRS Wiy sROLFY PDL YDUV |
FKDUDFWHULVWLFV Rl WKH SURGXFWV DQG VHUYLFHY R RYMG P&HoR QR O\ A K SIP ‘26 KDYH WKHLU R
DWWHOWLRG WR WKH VXVWDLQDELOLW R WKH POV G0 s IR 26 A TN KOS B, B e e et o'

OLIH F\FOH WKH SHRSOH DFFRUGLQJ WR WKHLU RUJDQLVDWLRQDO FKDU\

,Q DGGLWLRQ %DQNLQWHU UHTXHVWY WKDW VXSSOLHUV;gYRRIfi SRIXE S QURMIR BHBRAVWYRW LRI wkLy SROLF

FRPSOLDQFH ZLWK WKH DIRUHPHQWLRQHG DVSHFWV VXFK DV
VKRXOG DOVR EH RWHG WKDW %DQNLQWHU KDV D 6XSSO
&RUSRUDWH 6RFLDO 5HVSRQVLELOLW\ &65 DQG VXVWIR#Q@LE&Qﬁ_WF&@\ROLka K VHWV RXW WKH IXQGDPHQWDO SUI

4XDOLW\ ,62 HQYLURQPHQWDO ,62 (036 DY®RPEPWGEV ¥KDW PXVW JRYHUQ WKH DFWLRQV RI DOO LWV
FHUWLILFDWLRQV WKDW KDYH WUDGLWLRQDOO\ JXLGHG LWV UHODWLRQVKLSV
5HSRUWV RQ LQWHUQDO RU H[WHUQDO DXGLWV UHODBWHE&XWRRYXVRMDW § B IFdRIGH LIYQW R UHQ X OB IK\DW DOO VXSS
FRPSOLDQFH ZLWK WKH SURYLVLRQV RI WKH 8QLWHG 1DWLRQV *ORE

GHYHORSPHQW VDIHJXDUG KXPDQ ULJKWV REVHUYH OEC
SHSRUWV RQ WKH FDUERQ IRRWSULQW DQG PHDVXUHV R&RSYRP HRWDbWY SURMEHPWLRE DPRQJ RWKHU DVSHFWV |

JLNHZLVH DV LQGLFDWHG LQ WKH *URXSIV RXWVRXUFLQJ D& SOURFMMBREW RY G RREA? b WK HWKEFDO YDOXHV Wk

SROLFLHY WKH WRRO KDV D FRQWURO V\VWHP WKDW zLOO R BEGRz WKH DZDUG RI DQ\ VXSSOLHU WKDW KDV

QRW EHHQ DSSURYHG DQG LV QRW UHFRPPHQGHG IURP D VXKW BLQBRELQEOW\ SHUYSHEWd YLhy WX WKERZPRI &RQGXFW DU
VXVWDLQDELOLW\ DVVHVVPHQW LV QRW RQO\ D FRQWURO pMRRQY pFo WIQ REKBYWXHRUWD MR 1BHERYBRWHR BRRPSO\ ZLWHK
SRVLWLYH LPSDFW WKURXJKRXW WKH VXSSO\ FKDLQ FRQWUDFW &RQVHTXHQWO\ H[WUD ILQDQFLDO FULWHULD H

,Q DGGLWLRQ GXULQJ WKH ILQDQFLDO \HDU DQ DQDO\FHVZbQFRIFPRUEN R Ew KW s W Ky B9/ MGt Yl TRU WKH HYDO?

SDUW\ SODWIRUPV VSHFLDOLVLQJ LQ VXSSOLHU PRQLWRULQY RS WYRE X BHYWHRRQ WRUOXSGRE@R (Y EBAWMMRERQWUDFWYV
WUDFHDELOLW\ DQG PRQLWRULQJ PHFKDQLVPV ,Q WKLVPESQMWQWAQ\Q@DL\/@V\#FR@PSWW/QWKWE WiRJISUHYHQWLQJ FRU!
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DYRLGLQJ FKLOG ODERXU DQG JXDUDQWHHLQJ HPSOR\PHQW VWDELOLSRODPRORV RRKSQHEBHOXNWHGE PHAQWHFWRUDO SROLF
DV ZHOO DV D VSHFLILF (6* FRPSOLDQFH FODXVH WKURXJK ZKLF&HMNRFE L HOH X QG HUWDANXOWRUBWHYNOBFM[WUDFWLYH VH
WKH HQYLURQPHQWDO VRFLDO DQG JRYHUQDQFH SULQFLSOHV HY/R\ODEO® LOUKE & HER WMKUH JYIRGHSO IDQMHYH OQ ® WV RVRVLGHULQJ
FROODERUDWH LQ VXVWDLQDELOLW\ HYDOXDWLRQ DQG PRQLWR UMQJIHSWRFIHVY IHYG HQYLURQPHQWDO LPSDFW RI WKH SUI

WR PDNLQJ DQ\ GHFLVLRQ ZLWK UHJDUG WR LQYHVWLQ.

UHVHDUFK WKH SULPDU\ VHFWRU HQHUJ\ WUDQV
&XVWRPHU JRYHUQDQFH LV WDNHQ LQWR DFFRXQW LQ WKH IROORZHQD GIURTFWIVREWQG ZDVWH ZDWHU WUHDWPHQW SODQ

,Q WKH ULVN DQDO\VLV RI WKH RSHUDWLRQV Rl OHJDO S VWRQY EBX\ W RPIHW KK BOLIGEDSNOHRQ ZLWK ZKLFK LW I
SURFHVVHV DUH FDUULHG RXW RQ TXDQWLWDWLYH LQIRUPRDMLIRQ D EO B HYH O/KSHYOMW FLWK WKH KHOS RI LWV
VWDWLVWLFDO PRGHOV HWF DQG TXDOLWDWLYH LQIRUPDWORI® DR WK LYRMD VIH) DWK HQD QDO VVIWHRWLQJ LQ WKH |
TXDOLWDWLYH LQIRUPDWLRQ LV FROOHFWHG LQ WKH VXEMXFWLMIEME FIXNEXWYRQQBHYH LQFOXGLQJ

LVVXHV UHODWHG WR WKH JRYHUQDQFH RI WKH FRPSDQ\ VXFK DV _DPR RWKHUV W K H

DVVHVVPHQW RI WKH FRPSDQ\IV VKDUHKROGHUV WKH PDQDﬁH‘%% QVLI-I'bVP?AW QRW WR UHVSHFW R

ZRUNIRUFH DQG LQIRUPDWLRQ SURYLGHG E\ WKLUG SDUWLHVL DR&LWFPUWKL&‘?QLUVWB%EQ&”-RQV 8QLYHUVDO "
VHUYLFHV FXVWRPHUV VXSSOLHUV FRPSHWLWRUV WKH PHG{RPBO 6 L\VRF WD @ HWRZ RIRW ZKEEKFW RU VXSSRUW |
KHOS WR IRUP DQ DVVHVVPHQW RI WKH FRPSDQ\IV VLWXDWLRQBDUWLFXODU FKLOG ODERXU ULJKWV DQG ULJKWV |
7KLV TXDOLWDWLYH UDWLQJ SOD\V DQ LPSRUWDQW UROH LQ BREB&MLY I FRWRRFRYFPHWRFHUAFWE L WKE QWHUQDWLR
5LVN 6\WWHP RU %DVHO UDWLQJ WKURXJK LWV QRQ OLQHDU FRAPELGRWRRRYL WK WKH REMHFWLYH RU

TXDQWLWDWLYH UDWLQJ @ 2UJDQLVDWLRQV DQG FRPSDQLHV ZLWK FRXUW VHQ)\

7KLV LQIRUPDWLRQ LV PRQLWRUHG E\ WKH FXVWRPHU DFFRXQW¥B¥YDIJHU ULVN DQDO\WWV DQG

UHJXODU FKHFNV E\ WKH RUJDQLVDWLRQIV ULVN PDQDJHUVe DYJBH OWD WY REQ vWKIG FRRPSIDON IIHW WKDW KDYH GLUHF

PDQDJHUV FRUSRUDWH VDQFWLRQLQJ DQG WKH RUJDQLVDWLBQFD\A?DQ\A-RJLHFM%V DERDOPAH WHHHILWMHG IURP VXFK VI
VHG E\ WKH
LH

&RQWURO XQLW HVWDEOLVKHY FRQWUROV LQ LWV DQQXDO SODQQLQ 7KHVH DUH DXWKRUL

ULVN FRPPLWWHH RI WKH ERDUG RI GLUHFWRUV UJDQLVDWLRQV DQG FRPSDQLHV WKDW DUH UHFXUU
RI SUHYDLOLQJ OHJLVODWLRQ DSSOLFDEOH FRGHYV

,Q WKH SURFHVVHV RI DQDO\VLQJ FXVWRPHUV DQG WUDQVD@MVELFR@L)/D@o@@@wwﬁgp\ﬂ@wgu\uHJXODWLRQV

/IDXQGHULQJ 3UHYHQWLRQ DUHD ZKLFK LV SDUW RI WKH &RQWURO DQG &RPSOLDQFH XQLW LV

UHVSRQVLEOH IRU HQVXULQJ FRPSOLDQFH ZLWK WKH EDQN&VZYRRAFY PV LROY BQRFRRRYMAILHRUYUHODWHG LQ DQ\

SUHYHQWLQJ PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLBHODWH LR PR\WR\ W YHEPWHPHHISORLWDWLRAQ

DGHTXDWH GHWHFWLRQ PDQDJHPHQW FRQWURO DQG PRQLWRBKQY R W NG B VANVR

PRQH\ ODXQGHULQJ DQG WKH ILQDQFLQJ RI WHUURULVP DQG pRBRK%E Q;Qﬁ WHMKs PQRR UV QR WWSRT -RUOG +HULWD J
OHJLVODWLRQ 3UHYHQWLQJ WKHVH DFWLYLWLHV LV D VWURWHIKH Whuyhyw QG DQ HWKLFDO
FRPPLWPHQW WR VRFLHW\ DV D ZKROH WR FRPSOLDQFH ZLWK LQWH QDWLRQDO VWDQGDUGY DQG

EHVW SUDFWLFHV LQ WKLV DUHD GSHFLILF H[FOXVLRQ FULWHULD DUH DOVR HVWDEOLVK

8 JULFXOWXUDO VHFWRUYV
7KH *URXS 5LVN )UDPHZRUN $JUHHPHQW HVWDEOLVKHV VXVW LQDELOLW\ SULQFLSOHV WR DYRLG

ILQDQFLQJ DFWLYLWLHV WKDW PD\ EH FRQWUDU\ WR WKH FYRXHE R SeKI/DWMOLRDE IDAHY P RQLUDRIUHUIG E\ WKH *URXSIV
%DQNLQWHU KDV GHYHORSHG DQ H[FOXVLRQ SROLF\ LQ WKROBRWLRQD HPWWH MY WDE ONRIKW GK BYW K FXVWRPHUV WR
VLIJQLILFDQW HQYLURQPHQWDO VRFLDO RU HFRQRPLF LPSORAUWPGWHJIWWLE KN KW WX R WIKRHN

FRQVXPH WKH KXPDQ FDSLWDO WKH\ DSSO\ RU WKH FRQWURéHUV\V\WNXGJ*HQWI\PW@WHJUDWLRQ SROLF\ IRU ORDQ G

&ULWHULD IRU OHQGLQJ ZHUH XSGDWHG H[WHQGLQJ
ILQDQFLQJ RSHUDWLRQV WR ORDQV

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

JLIOODU  'LVFORVXUHV 5HSRUW



,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 FRRXIEGHURGSEHRXLRYWRRuU(&WDJIH DK H hlglgUHV DUH IRU
DV WKH UHODWHG SURYLVLRQV DQG PDWXULW\ UDQJHYV

,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH FUHGLW TXDOLW\ RI H[SRVXUHV E\ VHFWI

D | E F G H | J K L N o P Q R s
.
$FFXPXODWHG LPSDLUPHOW, évég DS:HG pols
*URVV FDUU\LQJ DPRXQW 0Q HXURV DQG QHJDWLYH IDLU YDOKHF v QQHV &2
WR FUHGLW ULVN PLQOL DOH W
Q *+* HPLVVLRQV
FROXPQ|L
21 ZKLFK H[SR)XUHV WR SHUFHQWPJH RI
XQGHUWDNLQJIV H[FOXGHG WKH JURVV | :
6HFWRU RU VXEVHFWRU {URP WKH (8 FoUU\LQJ prrxoW' ‘HPYY \hpwu "HLIKWHG
+ : " DYHUDPH
RI WKH SRUWHROJR + \HduwbDyv
EHQFKPDUNV | K 21 zkLFK 2! ZKLFK 21 zkLFk| 2! ZKLFK 21 ZKLFK NF®SHLYHG|IuRP \HDU PDWXULWA
KDUPRQLVHG ZJL RopHoemoon | QRQ skpvH | QRQ HPLVVLRQY \
3DULV $JUHHP HI&RY XU UIRUALQJ H[SRVXUHS(HUIRUPLQJ ILODQFH G RPSDQ
DFFRUGDQFH ZL WEPEQ [SRVXUHV [SRVXUHV VSHFLIUF
6 wWrR J Do LQIRUPDWLRQ
RI 5HIXODWLR{ (8
([SRVXUHV WR VHFWRUV WKDW é
DUH PDMRU FRQWULEXWRUV WR
FOLPDWH FKDQJH
$ $JULFXOWXUH OLYHVWRFN é é
UDLVLQJ IRUHVWU\ DQG ILVKLQJ
% ([WUDFWLYH LQGXVWULHV é é é é
% (IWUDFWLRQ RI é é é é é é é é é é é é
DQWKUDFLWH FRDO DQG OLJQLWH
% (IWUDFWLRQ RI FUXGH RLO é é é é é é é é é é é é é é
DQG QDWXUDO JDV
% (IWUDFWLRQ RI PHWDO é é é é é é é é é é
RUHV
% 2WKHU H[WUDFWLYH é é é é
LQGXVWULHV
% 6XSSRUW DFWLYLWLHV WR é é é é é é é é é é
H[WUDFWLYH LQGXVWULHV
& ODQXIDFWXULQJ é
& JRRG LQGXVWU\ é é
& ODQXIDFWXUH RI é é é
EHYHUDJHV
& ODQXIDFWXUH RI é é é é é é é é é é
WREDFFR SURGXFWV
& 7H[WLOH LQGXVWU\ é é é
& ODQXIDFWXUH RI é é é

JDUPHQWYV

%DONLOQILOODU 'LVFORVXUHV 5HSRUW



& /HDWKHU DQG IRRWZHDU
LQGXVWU\

& ODQXIDFWXUH RI ZRRG
DQG RI SURGXFWV RI ZRRG DQG
FRUN H[FHSW IXUQLWXUH
PDQXIDFWXUH RI DUWLFOHV RI

VWUDZ DQG SODLWLQJ PDWHULDOV

& 3DSHU LQGXVWU\

& 3ULQWLQJ DQG
UHSURGXFWLRQ RI UHFRUGHG
PHGLD

& ODQXIDFWXU

DQG UHILQHG SHW

& &KHPLFDO LQGXVWU\

& ODQXIDFWXUH RI
SKDUPDFHXWLFDO SURGXFWYV
& ODQXIDFWXUH RI
UXEEHU SURGXFWYV

& ODQXIDFWXUH RI RWKHU

QRQ PHWDOOLF PLQHUDO
SURGXFWV

& ODQXIDFWXUH RI EDVH
PHWDOV
& ODQXIDFWXUH RI

IDEULFDWHG PHWDO SURGXFWV
H[FHSW PDFKLQHU\ DQG
HTXLSPHQW

& ODQXIDFWXUH RI
FRPSXWHU HOHFWURQLF DQG
RSWLFDO JRRGV

& ODQXIDFWXU
HOHFWULFDO HTX

& ODQXIDFWXU
PDFKLQHU\ DQG H

& ODQXIDFWXUH RI
YHKLFOHV WUDLOHUV DQG VHPL
WUDLOHUV

& ODQXIDFWXUH RI RWKHU
WUDQVSRUW HTXLSPHQW

& ODQXIDFWXUH RI
IXUQLWXUH

& 2WKHU PDQXIDFWXULQJ
& 5HSDLU DQG

LQVWDOODWLRQ RI PDFKLQHU\
DQG HTXLSPHQW

6XSSO\ RI HOHFWULFLW\ JDV
VWHDP DQG DLU FRQGLWLRQLQJ

3URGXFWLRC
WUDQVPLVVLRQ D
GLVWULEXWLRQ R

BURGXFWLRQ RI
HOHFWULFDO HQHUJ\

' BURGXFWLRQ RI JDV
GLVWULEXWLRQ E\ SLSHOLQH RI
JDVHRXV IXHOV

' 6WHDP DQG DLU
FRQGLWLRQLQJ VXSSO\

é é

é
é é
é é

é
é é
é

é
é é
é é
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( 6XSSO\ RI ZDWHU é é é é
VDQLWDWLRQ ZDVWH

PDQDJHPHQW DQG

GHFRQWDPLQDWLRQ

) &RQVWUXFWLRQ é é

) &RQVWUXFWLRQ RI é é

EXLOGLQJV

) &LYLO HQJLQHHULQJ é é é
) 6SHFLDOLVHG é é

FRQVWUXFWLRQ DFWLYLWLHV

* :KROHVDOH DQG UHWDLO é

FRPPHUFH PRWRU YHKLFOH
DQG PRWRUF\FOH UHSDLU

+ 7UDQVSRUW DQG VWRUDJH é é

+ ,QODQG DQG SLSHOLQH é é

WUDQVSRUW

+ ,QODQG ZDWHUZD\ é é é é é é é
WUDQVSRUW

+ $LU WUDQVSRUW é é é é é
+ :DUHKRXVLQJ DQG é é é

VXSSRUW DFWLYLWLHV IRU
WUDQVSRUW

+ 3RVWDO DQG FRXULHU é é é é é é é
DFWLYLWLHYV
$FFRPPRGDWLF é é
/' 5HDO HVWDWH DFWLYLWLHV é é
([SRVXUHV WR VHFWRUV RWKHU é é
WKDQ WKRVH WKDW DUH PDMRU
FRQWULEXWRUV WR FOLPDWH
FKDQJH
. )J)LQDQFLDO DQG LQVX&DQFH é é é é é é <] é é <] [
DFWLYLWLHV
([SRVXUHV WR RWKHU VHFWRUV é é

1$&( FRGHV - 0 e 8

727%/ @

JLIXUHV LQ PLOOLRQV RI }

,Q DFFRUGDQFH ZLWK &RPPLVVLRQ '"HOHJDWHG 5HJXODWLRQ (8 VXSSOHPHQWLQJ 5HIXODWLRQ (8 DV UHJDUGV PLQLPXP VWDQGDUGV IRU (8 FOLPDWH WUDQVLWLRQ E
S5HIHUHQFH 6WDQGDUGY 5HFLWDO 6HFWRUV OLVWHG LQ 6HFWLRQV $ WR + DQG 6HFWLRQ / RI $QQH[H , WR 5HIXODWLRQ (& 1R

$vV FDQ EH VHHQ H[SRVXUHV RXWVLGH WKH 3DULV DJUHHPHQW FRQVWLWXWH D YHU\ VPDOO DPRXQW RI WKH WRWDO ERR

'LWK UHJDUG WR WKH *+* HPLVVLRQV ILQDQFHG FRXQWHUSDUW 6FRSH DQG HPLVVLRQV PHDVXUHG LQ WRQQHV F
FKDUDFWHULVHG E\ D ORZ YROXPH RI REVHUYHG LQIRUPDWLRQ 7KLV GHSHQGY WR D ODUJH H[WHQW RQ WKH GHSOR\PHC
UHODWHG LQIRUPDWLRQ E\ ERWK ILQDQFLDO DQG QRQ ILQDQFLDO FRPSDQLHV LQ SDUWLFXODU WKH 1)5' DQG &65' GLUH
WR OHQGLQJ E\ %DQNLQWHU DUH HVWLPDWHVY DSSO\LQJ WKH FULWHULD GHVFULEHG LQ VHFWLRQ

)LQDOO\ LW VKRXOG EH QRWHG WKDW WKH HVWLPDWH RI HPLVVLRQV ILQDQFHG RI QRQ ILQDQFLDO FRUSRUDWLRQV LV P]

%DONLO3LO®ODU 'LVFORVXUHV 5HSRUW



FHUWLOLFDWLRQV FUHQRYDWLRRQM HWF ZLWK WKH FRQVWU

VWDWLVWLFV RU GDWD REWDLQHG IURP HYDOXDWLRQV RI

SURSHUW\ +LJK (QHUJ\ SHUIRUPDQFH FHUWLILFDWLRQ GD\
7KH IROORZLQJ WHPSODWH VKRZADQNLH HESRVAKWWIA Rl | WMACHWIFHUH LV ORZHU FRQVLVWHQF\ RU WKH QXPEHU DQG TXDC
VHIPHQW 7KLV KDV EHHQ GRQH E\ WDNLQJ WKH JURVV FPYHLoDE @R RMNRM RivKHEY LEEHOWEBIVDAGK VLPLODU \HDUV
FRPPHUFLDO UHDO HVWDWH VHFXUHG ORDQV DQG UHSRVMV\iYEp ¢ HRPy HYMEW Hx FRQOPWHUD®U HLOEP XK HRI6 DOWKR X
LQIRUPDWLRQ RQ WKH HQHUJ\ HIILFLHQF\ OHYHO RI WKH RROAFVHIROTXbEWEWLYbHGLXP (FKFHUWKHN QR FHUWLILFDWH
(XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO DQG "LUPHKWWYEH LQIHBURE WKkiP(YURSHPQ@ GDWD /RZ 7KH EXLOGLQ
3DUOLDPHQW DQG RI WKH &RXQFLO SURPRWH SROLFLHNYRRIPHFGYRY BWKEHY HOH PWKEHKYHONQIVEHWDLO PXVW EH XV

HIILFLHQW DQG GHFDUERQLVHG EXLOGLQJ VWRFN E\ 'LUE')FIMGLGYL"b v X HR bQVV\%kRJlGIXﬁd@xN/Q%W/\WFRGH RU PXQLFLSDOL
SHUIRUPDQFH FHUWLILEDWHY DV LQVWUXPHQWY WR LPSURYH WKH HQHUJ\ SHUIRUPD QFH RI EXLOGLQJV

X
UJ\ U

7KHVH FHUWLILFDWHVY DUH UHFRJQLVHG E\ D OHPEHU ewDWHHRQHRAHY VOW) D RDRHYGXBHY KRV RBHR HPUULHG RXW LQ |

OHPEHU BWDWH ZKLFK LQGLFDWH WKH HQHUJ\ SHUIRUPDQRR (FQHEJEXUC?P Q'deFh@ LSJVEMLL(E@WQ‘UV%‘Q‘LWXJK SURSHUW\ LQ
DU

FDOFXODWHG LQ DFFRUGDQFH ZLWK WKLV "LUHFWLYH FDVHV $ PH %(5 %XLOGLQJ (QHUJ\ 5DWLQJ ZDV SURY
6(, IRU VPDOO D QG WKLV ZDV SURYLGHG DW WKH E
H

HDV D
(QHUJ\ HIILFLHQF\ LQIRUPDWLRQ DW WKH EXLOGLQJ OHYHO W¥  REYDBDWRHG WKBR ®DE ORH Y K\H3HYURMEPERIWH LQIRUPDWLR
&HUWLILFDWHV $OWKRXJK LW LV FXUUHQWO\ FRPSXOVRWRVR RHF X HYRS Y iV \L S XAPDKPY b UHOY MDP WV KH VSHFLILF \

WUDQVDFWLRQV H[FHSW IRU WKRVH WKDW DUH H[HPSW IURPqkR Y W FBYV RRHQ >HHV\MRJW%UHWR&EXL\W@'ILQBVWMHOV XV
LV WKDW LQ RUGHU WR H[WHQG WKLV FDOFXODWLRQ WR WRGHUHRWLUH SRUWIROLR LW KDV EHHQ QHFHVVDU\ WR

HVWLPDWH WKH HPLVVLRQV UDWLQJ RI TXLWH D IHZ SURSHUWLHYV 7KH EDQN KDV FRQWUDFWHG D VHUYLFH
WKDW HQDEOHV VHDUFKHV RI WKH FHUWLILFDWHV LQ WK H QXEdi £ DV RIWBUHY ORVESDEYR SRYWIXH WY 0o MKGIGHQHUJ\ HII

,UHODQG $V D UHVXOW HVWLPDWLRQ LV RQO\ XVHG ZKHQ (@IFKW@H%UJN @lRly\wld[t'FE@WHD}QLS?QDMH|1RQ<(PGP|EWJNWW|DEOH VLWXD)
SURSHUW\ VWDWH ZKLFK LV ZK\ FRYHUDJH LV OLPLWHG

,Q FDVH WKH FHUWLILFDWH H[LVWV ERWK WKH HQHUJ\ FRQVW¥PYKWRR®CDBEG VW KE-H HPR WV ICR W IRW W R B &EX WKEILBYRSHUWLHYV
DUH WDNHQ LQWR DFFRXQW ,I KRZHYHU LW LV QHFHVVDU\WKR WH\LFU WHO XYW W REEWR HRR! FEIDWKIH RUG-HIYJ\VXFK DV
UDWLQJ WKH FRQVXPSWLRQ LV WDNHQ DV UHSUHVHQWDWEXHFK|DWKHRWHOIE MW W R ERWYREHULQJ Lwyv
ORFDWLRQ FOLPDWH JRQH DQG W\SRORJ\ 7KH SUHIHUUHG HVWLPDWLRQ FULWHULRQ LV WKURXJK DFWXDO

HYLGHQFH LQ WKH VDPH EXLOGLQJ :KHUH WKLV GRHV QRW H[LVW D PRGHO LV XVHG WR GHWHUPLQH WKH

HQHUJ\ HIILFLHQF\ ODEHO ERWK LQ WHUPV RI HPLVVLRQV DQG FRQVXPSWLRQ FRQVLGHULQJ WKH VSHFLILF
FKDUDFWHULVWLFV RI WKH EXLOGLQJ EDVHG RQ WKH VLPLODULW\ RI WKH SURSHUW\ WR RWKHU VLPLODU
SURSHUWLHV LQ WKH VDPH EXLOGLQJ RU XVLQJ DQ HVWLPDWH EDVHG RQ WKH FKDUDFWHULVWLFV Rl WKH

EXLOGLQJ LWVHOI

,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\ FHUWLILFDWHVY 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
SURSHUWLHV IRU ZKLFK LW GRHV QRW KDYH DFWXDO FHUWLILFDWH LQIRUPDWLRQ DVVLJQLQJ D UHOLDELOLW\ WR
WKHVH HVWLPDWHY GHSHQGLQJ RQ WKH TXDQWLW\ RI GDWD LWV VRXUFH DQG TXDOLW\ LWV FRQVLVWHQF\
DQG VXSSRUWLQJ HYLGHQFH 7KH UHOLDELOLW\ UHSRUWHG FDQ EH 9HU\ KLJK (QHUJ\ FHUWLILFDWH GDWD
IRU WKH EXLOGLQJ DQG VLPLODU SURSHUWLHV DQG WKLV LQIRUPDWLRQ LV FRQVLVWHQW VLPLODU

JLIOODU  'LVFORVXUHV 5HSRUW



,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH ORDQV FROODWHUDOLVHG E\ LPPRYDEOH

b | E G H | J

K L M N (¢] P

Q R S

7RWDO JURVV FDUU\LQJ DPRXQW LQ PLOOLRQV RI HXURV

(QHUJ\ HIILFLHQF\ OHYHO HQHUJ\ SHUIRUPO
JXDUDQWHH

QFH (FRIH BRI KRR IORFNEP P38 oD E

HO RI W&R ORIRBD/OHDWOHIU B DW K R X' W]

&RXQWHUSDUW\ VHFWRU

+b +b +b +b

%

21 ZKLFK HVWL
HQHUJ\ HIILFLH
HQHUJ\ SHUIRU
VFRUH LQ N:K P
DFWXDO JXDUD

(3& ODEH

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

FRPPHUFLDO UHDO HVWDWH

21 ZKLFK HVWLPDWHG HQHUJ\ HIILFLHQF\ OHYHO HQHUJ\ SHUIRUPDQFH VFRUH
LQ N:K Pt Rl WKH 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 Rl WKH DFWXDO JXDUDQWHH

%DQN

JLIXUHV LQ PLOOLRQV RI |

LO3LeooDbU 'LVFORVXUHYV 5
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,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH KDUPRQLVDWLRQ SDUDP
7KH IROORZLQJ WHPSODWH LQFOXGHYV LQIRUPDWLRQ RQ WKH KDUPRQLVDWLRQ HIIRUWYV ZLWK WKH 3DULV $JUHHPHQW IRL
,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH KDUPRQLVDWLRQ SDUDPHWHUV (6*

D E F G H | J
7DUJHW \HDU RI
1$&( 6HFWR[UWARRN JURVV FDYUDUPRQLVDWLRQ 'LVWDQFH WRUKSHUHQFH
6HFWRU PLQLPXP DPRXQW 0 HKUBDUDPHWHU¥HDU RI UHJHBHQFHQ \HDUV
3RZHU "HF
JRVVLO IXHO FRPEXVWLRQ "HF
BWHHO "HF
1RWHYV
3RZHU ¢ $YHUDJH WRQQHV RI &2 SHU 0:K )RVVLO IXHO FRPEXVWLRQ ¢ $YHUDJH WRQQHV RI &2 SHU *- 6WHHO & $YHUD
3L7 GLVWDQFH WR 1=( VFHQDULR LQ IRU HDFK PHWULF

,Q WKH FXUUHQW SHULRG %DQNLQWHU *URXS KDV XSGDWHG LWV GHFDUERQLVDWLRQ DSSURDFK LQ OLQH ZLWK WKH (%$
SHU XQLW RI SURGXFWLRQ 7KH *URXS KDV DOLJQHG LWV DQDO\VLV ZLWK WKH FDUERQ LQWHQVLYH VHFWRUV WKDW Wt

WHPSODWHYV

$V D UHVXOW RI WKLY PHWKRGRORJLFDO FKDQJH LQ WKH FXUUHQW SHULRG WKH (QWLW\ UHSRUWV RQ WKH VHFWRUV ZL
LQ DFFRUGDQFH ZLWK WKLY QHZ DSSURDFK
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$JJUHIJDWHG LQIRUPDWLRQ RQ H[SRVXUHV WR WKH ZRUOGIV: PWRKIWQFIKHRRROQQWHHW VR IY N LHFRSOOQLWH Q $ (B W UM XWVUHPHQWYV L
LQFOXGHG LQ WKH WDEOH EHORZ 7KH &DUERQ ODMRU 5HSR&X\W>XG\DW DEMNMWHKDR | EHH Q PWIHR DRQDWAKRIXDEBCORIFDWLRQ RI 3L
LGHQWLILFDWLRQ F 2] ZKLFK HQYLURQPHQWDOO\ VXVWDLQDEOH LV VXVSHC

7KH JURVYV FDUU\LQJ DPRXQW UHSRUWHG FRUUHVSRQGYV WRWHN\?RWSOL%W%I%ﬁUEEQRIILS{FERLF?I\?%Tgly\?)WJLI-R/J WHFKQLFDO

WR FRXQWHUSDUWLHY OLVWHG DERYH

,QGLFDWRUV RI SRWHQWLDO WUDQVLWLRQ ULVN OLQNHG WR FOLPDWH FKDQJH H[SRVXUHV WR WKH WRS FDUERQ LQWH

D E F G H
*URVV FDUU\LQJ DPRXQW YLV ¢ YLV
*URVV FDUU\LQJ DPRXQW FRMMPIBWSBUWLHY FRPSDUHZ WRLWH HH\Y K IMDROQ PHRWWD O O\ V X VAMDK@OHEO BY 8O JIH PDwWXFARTY 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[SRVXNFHK SURBSE ¥®/WL Q D ARG QR & D GWYQFHROBEBWLRQ LQFOXC
GHEW VHFXULWLHV QHLWKHU KHOG IRU WUDGLQJ QRU KHOGRRGLQD ®H GHESR/\HHGY WRF BWWRQLF KIHY®G! DEXMWW DUH DVVHYV
ZHDWKHU UHODWHG KD]DUGV E\ VHFWRU RI DFWLYLW\ DQG IEQWHQYUWSKZKDY LDQURD PRIWLAR@ MHXSBGWALRK LQGLFDWRU\
FROODWHUDO XV WR FKDUDFWHULVH SK\VLFDO ULVNV DW WKH SRVWFRGI

%DQNLQWHU XVHV D VWUXFWXUDO DSSURDFK WR HYDOXDWI—Pvwg\l/f\)vg\lfgve/\H\;\ﬁ?Rgéy\)_‘_HVDROVYJI?_W/I\T\PUHF\'?%VH%‘:\GTEI-B& EgRGXF

WKH (XURSHDQ &HQWUDO %DQN V 7RZDUGYV FOLPDWH UHODWHDBGWGWIWWR QW LRD ORLYGI® EFHIMW RUV WEKRIFXRAWEIWRUNKIRU *UHHQ
DSSURDFK LQYROYHV EUHDNLQJ WKH SUREOHP GRZQ LQWR VWKEBEOHVIXHCGH®KH VR FDOOHG 3KDVH 9 RI LWV VFHQDULRV WK

1
GHOWLILFDWLRQ Rl FOLPDWH ULVN IDFWRUYV LQFRUSRUDWLRQ RI D QHZ GDPDJH IXQFWLRQ WKDW JLYHV H
7KH H[SRVXUH Rl FEXVWRPHUV WR WKHVH IDFWRUYV 7KH IDFWRUV FRQVLGHUHG LQ WKH VHQVLWLYLW\ DQDO\VLV |

7KH YXOQHUDELOLW\ RI FXVWRPHUV WR HDFK RI WKH ULVN I%Vﬁ\éjMde_ﬁd%y&%@g(@E%éggsz%%gL:(:HUDLVY/NZVDYHV ZKLF
7KHVH OHYHOV DUH QRW LQGHSHQGHQW RI HDFK RWKHU DV LV\{\.1 Lﬁ/ H[wglél-rq% Wz W@ PRA{J@ %%}TVW@
FRPSDQ\ ZLOO VHHN WR LQYHVW PRUH LQ DGDSWDWLRQ 7KHUH h ﬁl-luk J RLL% b\)/( I:)D {/S ‘: DV DQ DFXWH U
UHODWHG WR WKH HQHUJ\ WUDQVLWLRQ DQG DGDSWDWLRQ WR SKIDVLERRGUOVUN VY KLF KR XV FAODWOWIXHGZ DWKD R XOF XWH DQC

FXVWRPHUV JRUHVW ILUHV ZKLFK DUH FODVVLILHG DV DQ DFXWH UL
7KH %DQN KDV YDULRXV VRXUFHV RI LQIRUPDWLRQ IRU LGHQWLI\LQJ FOLPDWH ULVN IDFWRUV )LUVW WKH
%DQN KDV HQJDJHG D VHUYLFH WKDW DOORZV LW WR LGHQWLI\ D VHULHV RI SK\VLFDO ULVN LQGLFDWRUYV IRU
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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
IINITEERS §$Y/ W iy Wl_?/R'&VHBQ 6XSSO\ | | JKHU FRYR@HU VDI HV
GLUHFW ¢ B ﬂUV éJURGXFWLSYU_W\EOHP
RU ORVV
YDOXH
,QIUDVWUXFWXUH '‘DPDJIH WR|WKH &XVWRPHU
%XLOGLQJ HOHFWULFL WDWLRQV
JORRGLQJ&URSV <HV GLVWULE X \‘@%&thgéﬁﬁ‘&fBLFw RO
ODFKLQHU\ _PSDFW RQ WUDQVSRUW
6WRFN WUDOVSRUw 5HGXFHG WRXULVP
SFWLYLWLHV FDUULHG
RXW RXWGRRUV RU
ZLWKRXW
VXIILFLHQW FRROLQJ | +LikHU FRROLQJ
&URSV gggigb\,"‘(}? DX U D W LRI N B L G WRXULVP
+HDW ZDYHWHVWRFN 1R 2 vxsls PHU
YRUHVWV ILVKLQJ FD) 2R UN G WUDQ WDWLRQV
&URSV /LY PWEER ORUH H[SHQ
YRUHVWV LQVXUDQFH
5HVWULFW|LRQ RI
DFWLYLWLHV GXH WR
ILUH ULVN
‘DWHU LQWHQVLYH
QURSV QURSV VHFWRUV
"URXJKW [ /LYHVWRFN 1R [LYHVWRF /LPLWDWLFg%?quHD[SEE%LF-iY&FHG RXULVP
YRUHVWV YJRUHVWY | K\GURHOHH Q
SURGXFWLRQ
QIUDVWUXFWXUH
%XLOGLQJ '‘DPDJIH WR|WKH
&URSV &URS OLYNVWREN HOHFWULFL FHG WRXULVP
YRUHVW [LUKMNMWRFN DQG IRUHVMW® GLVWULE X \‘@%&;'{Jq)iéﬁﬁ\ﬁgngw RO
Y)RUHVWV | DUHDV _PSDFW RQ WUDQVSRUW
ODFKLQHU\ WUDQVSRUW
6WRFN

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 '$1$ HYHQW D PRUH FRQVHUYDWLYH DSSURDFK KD
RlI ULVNV LQ VXEVHTXHQW UHSRUWY ZKHQ GLIIHUHQW OHYH
VDPH DUHD

7KH LQFUHDVH LQ H[SRVXUHV VHQVLWLYH WR WKH LPSDFW
FKDQJH LQ WKH PRUWJDJH ERRN LQ -XQH ZDV GXH WR LI
WKH SK\WLFDO ULVNV RI ULYHU IORRGLQJ ZKLFK UHVXOWtl
SUHOLPLQDU\ DVVHVVPHQWY RI IORRGLQJ ULVNV LQ WKH LQ
RI  $sSULO
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&OLPDWH FKDQJH SK\VLFDO ULVN H[SRVXUHV VXEMHFW WR SK\VLFDO ULVN (6*

D E F G H | J K L M N O P Q R
*URVV FDUU\LQJ DPRXQW P HXURV
2l ZKLFK H[SRVXUHV VHQVLWLYH WR WKH LPSDFW RI SK\VLFDO SKHQRPHQD OLQNHG W

21 ZKLFK
21 ZKLFK 21 ZKLFK ooy sy y $FFXPXODWHG LPSDPLUPHQW
H}JISRVX HY[SRVXD WMLYH WR DFFXPXODWHG QHJDWLYH FKC
9DULDEOH JHRJUDSKLFDO DUHD VXEMHFW WR sKWHLEBMCRAXN EO (RPAWIEULW) & M QM{DS

N/l
o LVHQN/R_WIBQé 521

DEW 21 ZKLFlk 1DLU YDOXH GXH WR[FUHGLW
WR FOLPDWH FKDQJH DFXWH DQG FKYRQLF HYHQWYV WKH LPS[DFMHRIPS @gLFK QRO SURYLVLROQV
FKURQLF DFXWH VH

Fku\%%
G DFX HUIRUPLQJ
SKHQRPHORHQRPH QRPHABSRYXPRY SRV XHV

OLQONHE VORQNH 6
I \HDpV' ZHLIKWHGFOLPDWHFOLPDWH TODWHG WR 21 zkLFK 2! ZKLFK
& YHpulp » FOLPDWH ORQ
+ YHUDJH FKDQJH FKDQJH SKDVH
WHOYV oy \HD Y LR YR FKDQJH S rsrvxUSHUIRUPLQS
\Hp UV SRV XU[HV
$ $JULFXOWXUH OLYHVWRFN UDLVLQJ IRUHVWU\ DQG ILVKLQJ & N
% ([WUDFWLYH LQGXVWULHV e e e e e e &
& ODQXIDFWXULQJ e e
© 6XSSO\ RI HOHFWULFLW\ JDV VWHDP DQG DLU FRQGLWLRQLQJ& & & & & &
( 6XSSO\ Rl ZDWHU VDQLWDWLRQ ZDVWH PDQDJIHPHQW DQG X X X . . . . . .
GHFRQWDPLQDWLRQ e @ € e € € € e € e e
) &RQVWUXFWLRQ e e &
* KROHVDOH DQG UHWDLO FRPPHUFH PRWRU YHKLFOH DQG s s
PRWRUF\FOH UHSDLU
+ 7UDQVSRUW DQG VWRUDJH e e e e e &
/ 5HDO HVYWDWH DFWLYLWLHV e &
/RDQV VHEXUHG E\ UHVLGHQWLDO UHDO HVWDWH & &
/RDQV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH & N &
5HFRYHUHG FROODWHUDO e e

2WKHU UHOHYDQW VHFWRUV EUHDNGRZQ EHORZ LI DSSOLFDEOH

JLIXUHV LQ PLOOLRQV RI }
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QRQFRPSOLDQ& é é é é é é é é é é é

IHDWXUHYV

/LQN WR WKH IXO0O
(8 PDQGDWH DQG

FRQGLWLRQV RI WKH é BlurvsHFwlkueRvsHFwRuRVSHFWRLURVSHFWRUWRVSHFWRuRVSHFWRUWRVSHFWRURVSHFWXRLRVSHFWRLURVSHFWX YV
D LQVWUXPHQW

PDUNLQJ

JLIXUHV LQ WKRXVDQGV
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$QQH[ ,, && &RPSRVLWLRQ RI UHJXODWRU\ 2Z2Q )XQGV

D E

$F>RXQW%RXUFH EDVHG RQ VWDWHPHQW RI ILQDQFLDO SRVLYV
HWWHUV LQ WKH UHJXODWRU\ VFRSH RI FRQVROLG

&RPPRQ HTXLW\ WLHU ,QVWUXPHQWY DQG UHVHUYHV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV 1RWH LWHP D RI WKH QRWHV WR WKH *URXS V IL
5HWDLQHG HDUQLQJV
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG RWKHU UHVHUYHV b 1RWH F WR WKH QRWHV WR WKH ILQDQFLDO VWD)
(8 YXQGV IRU JHQHUDO EDQNLQJ ULVNV é
$PRXQW RI WKH TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH 6HFWLRQ DQG WKH FRUYUHVSRQGLQJ VKDUH SUHPLXP DFFRXQWV VXEMHFW WR SKI
&(7
OLQRULW\ LQWHUHVW DPRXQW DFFHSWHG LQ FRQVROLGDWHG &(7 é
(8 ,QGHSHQGHQWO\ UHYLHZHG LQWHULP SURILWY QHW RI DQ\ IRUHVHHDEOH FKDUJH RU GLYLGHQG $PRXQW RI HOLJLEOH LWHPV UHIHUUHG WR LQ $UWLI
&RPPRQ 7LHU FDSLWDO EHIRUH WKH UHJXODWRU\ DGMXVWPHQWYV
&RPPRQ HTXLW\ WLHU UHJXODWRU\ DGMXVWPHQWYV
'"HGXFWLRQ IURP 2UGLQDU\ 7LHU &DSLWDO RI DGGL
$GGLWLRQDO YDOXH DGMXVWPHQWYV QHJDWLYH DPRXQW RI DVVHWY YDOXHG RQ WKH EDODQFH VKHHW DW IDL
RI WKH &55 DQG GHGXFWLRQV QRW UHIOHFWHG LQ
,QWDQJLEOH DVVHWV QHW Rl UHODWHG WD[ OLDELC
,QWDQJLEOH DVVHWV QHW RI UHODWHG WD[ OLDELOLW\ QHJIJDWLYH DPRXQW E°D0OG  &55 QHIDWLYH DPRXOQW
"HIHUUHG WD[ DVVHWV WKDW GHSHQG RQ IXWXUH SURILWDELOLW\ H[FOXGLQJ WKRVH GHULYLQJ IURP WHPSRUDU\ GLIITHUHQFHV QHW RI WKH FRUUHVS
OLDELOLWLHV ZKHQ WKH FRQGLWLRQV HVWDEOLVKHG LQ $UWLFOH 6HFWLRQ &55 DUH PHW QHJDWLYH DPRXQW
)DLU YDOXH UHVHUYHY UHODWHG WR JDLQV RU ORVVHV RQ FDVK IORZ KHGJHV RI ILQDQFLDO LQVWRMW A H Q R/IVWKHD @/REWHY QRRVWKDHD XWHREX B W IR IQUD @ B I0DXGH
1HIJDWLYH DPRXQWYV UHVXOWLQJ IURP WKH FDOFXODWLRQ RI H[SHFWHG ORVYV DPRXQWV
$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 DVVHWY QHJDWLYH DPRXQW é
"‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ &(7 LQVWUXPHQWVY QHJDWLYH DPRXQW
"‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI WKH &(7 LQVWUXPHQWY RI ILQDQFLDO VHFWRU HQWLWLHY ZKHUH WKRVH HQWLWLHY KDYH UHFLSU
ZLWK WKH LQVWLWXWLRQ GHVLJQHG WR LQIODWH DUWLILFLDOO\ WKH VKDUHKROGHUV HTXLW\ RI WKH LQVWLWXWLRQ QHJDWLYH DPRXQW
‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWY RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH LQVV
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHY DPRXQW DERYH WKUHVKROG DQG QHW Rl HOLJLEOH VKRUW SRVLWLRQV QHJDWLYH DPRXQW
'‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWY RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH LQVV
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHY DPRXQW DERYH WKUHVKROG DQG QHW "Rl HOLJLEOH VKRUW SRVLWLRQV QHJDWLYH DPRXQW
(8 (ISRVXUH DPRXQW RI WKH IROORZLQJ LWHPV ZKLFK TXDOLI\ IRU D 5: RI ZKHUH WKH LQWWLWXWLRQ RSWV IRU WKH GHGXFWLRQ DOWHUQDWLYH
(8 RI ZKLFK TXDOLI\LQJ KROGLQJV RXWVLGH WKH ILQDQFLDO VHFWRU QHJDWLYH DPRXQW &
(8 RI ZKLFK VHFXULWLVDWLRQ SRVLWLRQV QHJDWLYH DPRXQW é
(8 Rl ZKLFK LQFRPSOHWH RSHUDWLRQV QHJDWLYH DPRXQW

'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHVY DPRXQW DERYH WKUHVKRéOG QHW RI UHODWHG WD[ OLDELOLW\ ZKHUH WKH FRQGL
&55 DUH PHW QHJDWLYH DPRXQW

$PRXQW H[FHHGLQJ WKH WKUHVKROG QHJDWLYH DPRXQW é
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RI ZKLFK GLUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ Rl WKH &(7 LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHV ZKHL
VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV

Rl ZKLFK GHIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFH é
(8 /IRVVHV IRU WKH FXUUHQW ILQDQFLDO \HDU QHJDWLYH DPRXQW é
(8 JRUHVHHDEOH WD[ FKDUJHVY UHODWLQJ WR FRPPRQ HTXLW\ WLHU LWHPV XQOHVV WKH EDQN DGMXVWV WKH DPRXQW RI FRPPRQ HTXLW\ WLHU LWHEF
WR WKH HIWHQW WKDW WKRVH WD[ FKDUJHV UHGXFH WKH DPRXQW E\ ZKLFK WKRVH LWHPV FeDQ 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 2ZWKHU UHIJXODWRU\ DGMXVWPHQWV
7RWDO UHIJXODWRU\ DGMXVWPHQWY WR FRPPRQ HTXLW\ WLHU &(7
&RPPRQ HTXLW\ WLHU bb
$GGLWLRQDO WLHU FDSLWDO LQVWUXPHQWYV
$GGLWLRQDO 7LHU FDSLWDO LQVWUXPHQWY FRQV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV X)S(FI)ERUGLQDWHG OLDELOLWLHV WKDW PHHW WKH HOL
Rl ZKLFK FODVVLILHG DV FDSLWDO XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV
Rl ZKLFK FODVVLILHG DV OLDELOLWLHV XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDUGYV
$PRXQW RI LWHPV UHIHUUHG WR LQ $UWLFOH &55 DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV 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\ VXEVLGLDULHV VXEMHFW WR SKDVH RXW
$GGLWLRQDO WLHU FDSLWDO EHIRUH UHIJXODWRU\ DGMXVWPHQWYV
$GGLWLRQDO WLHU FDSLWDO 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 HQWLWLHV 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 FDSLWDO 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
(8 D $PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH D &55 VXEMHFW WR SKDVH RXW IURP 7
(8 E $PRXQW RI LWHPV UHIHUUHG WR LQ $UWLFOH E &55 VXEMHFW WR SKDVLQJ RXW IURP 7LHU FDSLWDO
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4XDOLINLQJ 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\ DGMXVWPHQWV

7LHU FDSLWDO UHJXODWRU\ DGMXVWPHQWYV

'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV QHJDWLYH DPRXQW

'"LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKRV|
UHFLSURFDO FURVV KROGLQJV ZLWK WKH LQVWLWXWLRQ GHVLJQHG WR LQIODWH DUWLILFLDOO\ WKH VKDUHKROGHUYV 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 VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV 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 HQWLWLHYV DPRXQW DERYH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV  (

E)S 4XDOLI\LQJ HOLJLEOH OLDELOLWLHY GHGXFWLRQV WKDW H[FHHG WKH HOLJLEOH OLDELOLWLHV LWHPV RI WKH LQVWLWXWLRQ QHJIDWLYH DPRXQW
E 2WKHU UHJXODWRU\ DGMXVWPHQWY WR WLHU FDSLWDO

7RWDO WLHU FDSLWDO UHJXODWRU\ DGMXVWPHQWYV

7LHU FDSLWDO

7RWDO FDSLWDO WRWDO FDSLWDO WLHU FDSLWDO WLHU FDSLWDO

7TRWDO DPRXQW RI ULVN ZHLJKWHG H[SRVXUH

&DSLWDO UDWLRV DQG UHTXLUHPHQWY LQFOXGLQJ EXIIHUV

&RPPRQ HTXLW\ WLHU

7LHU FDSLWDO

7TRWDO FDSLWDO

,QVWLWXWLRQ &(7 RYHUDOO FDSLWDO UHTXLUHPHQWV

RI' ZKLFK FDSLWDO FRQVHUYDWLRQ EXIIHU UHTXLUHPHQW

Rl ZKLFK FRXQWHUF\FOLFDO FDSLWDO EXIIHU UHTXLUHPHQW

Rl ZKLFK VA\VWHPLF ULVN EXIIHU UHTXLUHPHQW
(8 Rl ZKLFK EXIIHU UHTXLUHPHQW IRU *OREDO 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQV * 6,,V RU 2WKHU 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ
(8 Rl ZKLFK DGGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH

&RPPRQ HTXLW\ WLHU FDSLWDO DV D SHUFHQWDJH RI WKH ULVN H[SRVXUH DPRXQW DYDLODEOH DIWHU PHHWLQJ PLQLPXP FDSLWDO UHTXLUHPHQW

$PRXQWY EHORZ WKH WKUHVKROG IRU GHGXFWLRQ EHIRUH ULVN ZHLJKWLQJ

'LUHFW DQG LQGLUHFW KROGLQJV RI VKDUHKROGHUV HTXLW\ DQG HOLJLEOH OLDELOLWLHV RI ILQDQFLDO VHFWRU HQWLWLHYV ZKHUH WKH LQVWLWXMW
VLIQLILFDQW LQYHVWPHQW LQ VXFK HQWLWLHY DPRXQW EHORZ WKH WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV

'LUHFW DQG LQGLUHFW KROGLQJ RI FRPPRQ HTXLW\ WLHU LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQWLWLHV ZKHUH WKH LQVWLWXWLRQ KDV D VLJQL

WKRVH HQWLWLHV DPRXQW EHORZ WKUHVKROG DQG QHW RI HOLJLEOH VKRUW SRVLWLRQV
'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLITHUHQFHVY DPRXQW EHORZ WKH WKUHVKROG QHW RI UHODWHG WD[ OLDELOLWLHYVY SURYLGHG
FRQGLWLRQV VHW RXW LQ $UWLFOH &55 DUH IXOILOOHG

$SSOLFDEOH FDSV RQ WKH LQFOXVLRQ RI SURYLVLRQV LQ WLHU

&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
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&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 DGMXVWPHQWYV LQ 7LHU XQGHU WKH LQWHUQDO UDWLQJYV EDVHG DSSURDFK

&DSLWDO LQVWUXPHQWY VXEMHFW WR SKDVH RXW SURYLVLRQV RQO\ DSSOLFDEOH EHWZHHQ -DQXDU\ DQG -DQXDU\

b&XUUHQW FDS RQ &(7 LQVWUXPHQWYV VXEMHFW WR SKDVH RXW DUUDQJHPHQWYV

([FOXGHG IURP &(7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHV

&XUUHQW FDS RQ $7 LQVWUXPHQWYV VXEMHFW WR SKDVH RXW DUUDQJHPHQWYV

$PRXQW H[FOXGHG IURP $7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHYV

&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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2XWOLQH RI GLITHUHQFHY LQ FRQVROLGDWLRQ JURXSV ED
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SUXGHQWLDO FRQVROLGDWLRQ PHWKRG

$FFRXQWLQJ FRQVROLGDWLR
%DQNLQWHU *URXS PHWKRG . %00 SPRsRUWLRQDWM o IRW
FRQVROLGBR\/Q.‘RIQOLGDW‘L\RQRGQRW GHG X

'HVFULSWLRQ RI WKH HQWL\

D WGIXGF W H G
FWHG

%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 $ )XO0O FRQVROLGDWLRQ

BULYDWH EDQNLQJ

%DQNLQWHU ,QWHUQDWLRQDO 1RWHV)X® P5FRQVROLGDWLRQ

,VVXDQFH RI 6WUXFWXUHG 6HFXU

%DQNLQWHU ,QYHVWPHQW 6 $ 8 )XO0O FRQVROLGDWLRQ

,QYHVWPHQW EDQNLQJ

%DQNLQWHU ,QYHVWPHQW 6 * (, & 6)%$®0 FRQVROLGDWLRQ

ODQDJHPHQW HQWLW)\ IRU DOWHU
LOQYHVWPHQWYV

%DQNLQWHU 6HIJXURV *HQHUDOHV 6 §TXIHVEHIKWRRG 5HDVHIXURYV

,QVXUDQFH FRPSDQ\

%DQNLQWHU 6HIXURYV GH 9LGD 6 $ GH XHWXPRWKBBDVHIXURV

,QVXUDQFH FRPSDQ\

20LPSR 5HDO (VWDWH 6RFLPL 6 $ (TXLW\ PHWKRG ;

5HDO HVWDWH LQYHVWPHQW WU X

$WRP +tRWHOHV 6RFLPL 6 $ (TXLW\ PHWKRG ;

5HDO HVWDWH LQYHVWPHQW WU X

20LPSR 5HDO (VWDWH 3RUWXJDO 6,*(TXISW\ PHWKRG ;

5HDO HVWDWH LQYHVWPHQW WU X

ORQWHSLQR /RJ VWLFD 6RFLPL 6 $ (TXLW\ PHWKRG ;

$FTXLVLWLRQ RI ORJLVWLFV DVV

9LFWRULD +RWHOV 5HVRUWYV 6 / (TXLW\ PHWKRG

$FTXLVLWLRQ RI KRWHO DVVHWYV

$WULXP %LUH 6,*, 6 $ (TXLW\ PHWKRG

5HDO HVWDWH LQYHVWPHQW WU X

3DODWLQR 5HVLGHQFLDO 6 $ (TXLW\ PHWKRG

5HDO HVWDWH LQYHVWPHQW WU X

8QLYHUVR ,0( 6 $ (TXLW\ PHWKRG

(OHFWURQLF PRQH\ HQWLW\

IDYLHUD 6RUROOD 6 / )XOO FRQVROLGDWLRQ

6SHFLDO SXUSRVH YHKLFOH

1DYLHUD *R\D 6 / )XOO FRQVROLGDWLRQ

6SHFLDO SXUSRVH YHKLFOH

%DQNLQWHU )RQGR GH 7LWXOL]DFLWQO®HFKEW ROR\GDWLRQ

6SHFLDO SXUSRVH YHKLFOH
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