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5HVLOLHQW�HFRQRPLHV�FRPELQH�VWURQJ��VXVWDLQDEOH��EDODQFHG��DQG�LQFOXVLYH�JURZWK�ZLWK�WKH�
DELOLW\�WR�DEVRUE�DQG�RYHUFRPH�VKRFNV���6WURQJ��VXVWDLQDEOH��EDODQFHG��DQG�LQFOXVLYH�JURZWK�
UHTXLUHV�VHYHUDO�HOHPHQWV������D�FRQVLVWHQW�SROLF\�IUDPHZRUN�WR�UHVSRQG�WR�VKRFNV������UHIRUPV�
WKDW�UDLVH�SRWHQWLDO�RXWSXW��E\�LQFUHDVLQJ�HIILFLHQF\�DQG�KDUQHVVLQJ�WUDGH��FDSLWDO�IORZV��DQG�
LQQRYDWLRQ������SROLFLHV�WKDW�HQVXUH�WKDW�WKH�EHQHILWV�RI�JURZWK�DUH�DSSURSULDWHO\�VKDUHG������
PHGLXP�WHUP�ILVFDO�VXVWDLQDELOLW\������VWURQJ�LQVWLWXWLRQV�WR�XQGHUSLQ�WKH�SROLF\�IUDPHZRUN��DQG�����

3ULQFLSOHV�

6XSSRUWLQJ�6XVWDLQDEOH��%DODQFHG��DQG�,QFOXVLYH�*URZWK�

� (QKDQFLQJ�UHVLOLHQFH�UHTXLUHV�VRXQG�ILVFDO�SROLFLHV�WKDW�VXSSRUW�JURZWK��ZKLOH�HQVXULQJ�ILVFDO�
VXVWDLQDELOLW\��)LVFDO�VXVWDLQDELOLW\�DQG�VXVWDLQHG�JURZWK�FDQ�EH�DFKLHYHG�WKURXJK�DSSURSULDWHO\�GHVLJQHG�
WD[�DQG�H[SHQGLWXUH�SROLFLHV���

� 6WUXFWXUDO�UHIRUPV��VHTXHQFHG�DQG�SULRULWL]HG�WR�UHIOHFW�PDFURHFRQRPLF�FLUFXPVWDQFHV��FDQ�VWUHQJWKHQ�
SXEOLF�ILQDQFHV�E\�OLIWLQJ�JURZWK�DQG��LQ�VRPH�FDVHV��GHOLYHULQJ�EXGJHWDU\�VDYLQJV��$W�WKH�VDPH�WLPH��
ILVFDO�VXSSRUW�FDQ�LPSURYH�WKH�JURZWK�LPSDFW�RI�VRPH�UHIRUPV��:LQGRZV�RI�RSSRUWXQLW\�IRU�UHVLOLHQFH�
HQKDQFLQJ�UHIRUPV�VKRXOG�EH�VHL]HG��

6WUHQJWKHQLQJ�,QVWLWXWLRQV�

� *UHDWHU�ILVFDO�WUDQVSDUHQF\³LQFOXGLQJ�XQGHUVWDQGLQJ�DQG�PDQDJLQJ�ILVFDO�ULVNV³VROLG�ILVFDO�IUDPHZRUNV�
DQG�VWURQJ�LQVWLWXWLRQV��ILVFDO�FRXQFLOV�DQG�WUXVWZRUWK\�JRYHUQDQFH�VWUXFWXUHV��FDQ�KHOS�SROLF\PDNHUV�
ERWK�WR�DYRLG�WKH�EXLOG�XS�RI�PDFURHFRQRPLF�LPEDODQFHV�DQG�WR�PDLQWDLQ�ILVFDO�VXVWDLQDELOLW\�DQG�
PDFURHFRQRPLF�VWDELOLW\�LQ�WKH�IDFH�RI�VKRFNV���

0DQDJLQJ�5LVNV�IURP�3ULYDWH�6HFWRU�%DODQFH�6KHHWV�

� 5DLVLQJ�UHVLOLHQFH�UHTXLUHV�UHGXFLQJ�WKH�OLNHOLKRRG�RI�VHYHUH�ILQDQFLDO�DQG�ILVFDO�VWUHVV��DV�ZHOO�DV�ORZHULQJ�
WKH�SRWHQF\�RI�IHHGEDFN�ORRSV�EHWZHHQ�EDQNV�DQG�VRYHUHLJQV��7KLV�LQFOXGHV�UHGXFLQJ�WKH�SUXGHQWLDO�ELDV
IDYRULQJ�EDQNV·�VRYHUHLJQ�H[SRVXUHV�DQG�FRPSOHWLQJ�WKH�WLPHO\�LPSOHPHQWDWLRQ�RI�DJUHHG�UHJXODWRU\�
UHIRUPV���

� 'HEW�UHVROXWLRQ�IUDPHZRUNV�WKDW�SURYLGH�LQFHQWLYHV�IRU�GHEWRUV�DQG�FUHGLWRUV�WR�SDUWLFLSDWH�LQ�WKH�
UHVWUXFWXULQJ�SURFHVV�DQG�ILVFDO�VXSSRUW�WR�H[SHGLWH�WKH�YROXQWDU\�UHVWUXFWXULQJ�RI�SULYDWH�GHEW�FDQ�
FRQWULEXWH�WRZDUG�UHGXFLQJ�SULYDWH�VHFWRU�GHEW�RYHUKDQJ��
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D�VWDEOH�ILQDQFLDO�VHFWRU��$�VLJQLILFDQW�DPRXQW�RI�ZRUN�KDV�EHHQ�GRQH�LQ�PDQ\�RI�WKHVH�DUHDV��7KLV�
QRWH�IRFXVHV�RQ�WKRVH�DUHDV�ZKHUH�UHVLOLHQFH�FDQ�EH�IXUWKHU�HQKDQFHG��

,PSOHPHQWLQJ�D�FRPSUHKHQVLYH�WKUHH�SURQJHG�DSSURDFK�ZLWKLQ�D�FRQVLVWHQW�DQG�
FRRUGLQDWHG�SROLF\�IUDPHZRUN�WR�UHYLYH�GHPDQG�DQG�UDLVH�SURGXFWLYLW\�UHPDLQV�HVVHQWLDO��
:KHUH�GHPDQG�LV�VWLOO�ODFNLQJ��ILVFDO�DQG�PRQHWDU\�SROLFLHV�FDQ�VXSSRUW�VKRUW�WHUP�JURZWK�ZKLOH�
DFFHOHUDWLQJ�WKH�SRVLWLYH�LPSDFW�RI�VWUXFWXUDO�UHIRUPV��7KHVH�SROLFLHV�QHHG�WR�EH�DQFKRUHG�LQ�
VWURQJ�DQG�FRQVLVWHQW�SROLF\�IUDPHZRUNV³VXFK�DV�LQIODWLRQ�IRUHFDVW�WDUJHWLQJ�DQG�PHGLXP�WHUP�
ILVFDO�IUDPHZRUNV³WR�PDQDJH�ORQJ�WHUP�H[SHFWDWLRQV�ZKLOH�DOORZLQJ�IRU�VKRUW��WR�PHGLXP�WHUP�
DFFRPPRGDWLRQ��&RRUGLQDWHG�SROLF\�DFWLRQV�H[SORLW�V\QHUJLHV�DQG�WKH�HIIHFW�RI�LQGLYLGXDO�SROLF\�
DFWLRQV�DUH�DPSOLILHG�WKURXJK�SRVLWLYH�FURVV�ERUGHU�VSLOORYHUV���

7KHUH�LV�URRP�WR�HQKDQFH�UHVLOLHQFH�LQ�PDQ\�FRXQWULHV��(LJKW�\HDUV�DIWHU�WKH�ILQDQFLDO�FULVLV��LQ�
PDQ\�FRXQWULHV��JURZWK�UHPDLQV�ORZ��GHEW�OHYHOV�KLJK��DQG�EDODQFH�VKHHWV�XQGHU�SUHVVXUH��7KLV�
VXJJHVWV�WKDW�WKHUH�LV�FRQVLGHUDEOH�VFRSH�WR�LPSOHPHQW�WKH�ULJKW�VWUXFWXUDO�UHIRUPV�DQG�ILVFDO�
SROLFLHV�WR�UHGXFH�YXOQHUDELOLWLHV��OLIW�JURZWK��DQG�HQKDQFH�ILVFDO�EXIIHUV��6WUXFWXUDO�UHIRUPV��
GHVLJQHG�DQG�SULRULWL]HG�WR�ILW�LQGLYLGXDO�FRXQWU\�QHHGV��VXSSRUW�ORQJ�WHUP�JURZWK�DQG�ILVFDO�
VXVWDLQDELOLW\��6WURQJ�SXEOLF�ILQDQFHV��LQ�WXUQ��SURYLGH�WKH�ILVFDO�VSDFH�WR�VXSSRUW�VWUXFWXUDO�
UHIRUPV�DQG�DGMXVWPHQWV�DQG�DOORZ�DXWRPDWLF�VWDELOL]HUV�WR�RSHUDWH��$W�WKH�VDPH�WLPH��ILVFDO�
LQVWLWXWLRQV�DQG�JRYHUQDQFH�VWUXFWXUHV�FDQ�EH�VWUHQJWKHQHG�WR�SUHSDUH�IRU�IXWXUH�VKRFNV��)LQDOO\��
LPSURYLQJ�WKH�IUDPHZRUNV�WR�XQGHUVWDQG�DQG�PDQDJH�ZHDNQHVVHV�LQ�SULYDWH�VHFWRU�EDODQFH�
VKHHWV�FDQ�KHOS�GLUHFWO\�DGGUHVV�YXOQHUDELOLWLHV�LQ�KRXVHKROGV��FRUSRUDWHV�RU�WKH�ILQDQFLDO�VHFWRU�
EHIRUH�VKRFNV�RFFXU��RU�ZKHQ�WKH\�GR��UHVROYH�SUREOHPV�ZLWK�PLQLPDO�FRVW�WR�JURZWK�DQG�ILVFDO�
SRVLWLRQV���

0RUHRYHU��H[WHUQDO�UHVLOLHQFH�FDQ�EH�VWUHQJWKHQHG�IXUWKHU��DV�HFRQRPLHV�FRQWLQXH�WR�
LQWHJUDWH��,Q�WKLV�UHVSHFW��HQKDQFLQJ�UHVLOLHQFH�UHTXLUHV�D�PL[�RI�PRQHWDU\�DQG�ILVFDO�SROLFLHV��DV�
ZHOO�DV�DSSURSULDWH�H[FKDQJH�UDWH�SROLFLHV���$W�WKH�VDPH�WLPH��PDFURSUXGHQWLDO�SROLFLHV�DV�ZHOO�DV�
DGHTXDWH�ILQDQFLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ�FDQ�UHGXFH�WKH�OLNHOLKRRG�RI�VHYHUH�ILQDQFLDO�VWUHVV�
DQG�EXLOG�XS�RI�YXOQHUDELOLWLHV��KHOSLQJ�OLPLW�V\VWHPLF�ULVNV�WR�WKH�ILQDQFLDO�VHFWRU���)LQDOO\��H[WHUQDO�
UHVLOLHQFH�DOVR�UHTXLUHV�WKH�QDUURZLQJ�RI�JOREDO�LPEDODQFHV��WKURXJK�D�PRUH�EDODQFHG�SROLF\�PL[�
WKDW�DYRLGV�H[FHVVLYH�UHOLDQFH�RQ�SROLFLHV�ZLWK�VLJQLILFDQW�GHPDQG�GLYHUWLQJ�HIIHFWV�DQG�
HPSKDVL]HV�GHPDQG�VXSSRUWLYH�PHDVXUHV�DQG�VWUXFWXUDO�UHIRUPV��

7KLV�SDSHU�GLVFXVVHV�ILVFDO�DQG�VWUXFWXUDO�SROLF\�SULRULWLHV�WKDW�FDQ�HQKDQFH�UHVLOLHQFH�

� 6HFWLRQ�,�OD\V�RXW�ILVFDO�DQG�VWUXFWXUDO�UHIRUP�SROLFLHV�WKDW�VXSSRUW�VXVWDLQHG��EDODQFHG��
DQG�LQFOXVLYH�JURZWK��ZKLOH�HQVXULQJ�ILVFDO�VXVWDLQDELOLW\��7KLV�LQFOXGHV�DGRSWLQJ�
VRXQG�WD[�DQG�H[SHQGLWXUH�SROLFLHV�WKDW�PLQLPL]H�GLVWRUWLRQV��HQKDQFH�HFRQRPLF�

��7KH�DSSURSULDWH�SROLF\�PL[�LQ�WKH�FRQWH[W�RI�VXUJHV�LQ�FDSLWDO�IORZV�LV�FRYHUHG�E\�WKH�LQVWLWXWLRQDO�YLHZ�RQ�WKH�
OLEHUDOL]DWLRQ�DQG�PDQDJHPHQW�RI�FDSLWDO�IORZV�DQG�GLVFXVVHG�LQ�D�VHSDUDWH�SDSHU��7RZDUG�D�0RUH�5HVLOLHQW�*OREDO�
)LQDQFLDO�$UFKLWHFWXUH��
��6HH�VHSDUDWH�SDSHU�RQ�,QFUHDVLQJ�5HVLOLHQFH�WR�/DUJH�DQG�9RODWLOH�&DSLWDO�)ORZV��7KH�5ROH�RI�0DFURSUXGHQWLDO�
3ROLFLHV���
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HIILFLHQF\��DQG�IRVWHU�LQFOXVLRQ��7KH�VHFWLRQ�DOVR�DGYRFDWHV�IRU�LPSOHPHQWLQJ�SULRULW\�
VWUXFWXUDO�UHIRUPV�WKDW�IDFLOLWDWH�EHWWHU�DOORFDWLRQ�RI�UHVRXUFHV��H[SORLWLQJ�SRWHQWLDO�
V\QHUJLHV�EHWZHHQ�VWUXFWXUDO�UHIRUPV�DQG�ILVFDO�SROLF\��DQG�ILQGLQJ�WKH�ULJKW�WLPLQJ�WR�
LPSOHPHQW�UHIRUPV���

� 6HFWLRQ�,,�GLVFXVVHV�SROLFLHV�WKDW�VWUHQJWKHQ�LQVWLWXWLRQV��3URPRWLQJ�JUHDWHU�ILVFDO�
WUDQVSDUHQF\��DGRSWLQJ�SUDFWLFHV�IRU�PDQDJLQJ�DQG�DQDO\]LQJ�ILVFDO�ULVNV��DQG�
VWUHQJWKHQLQJ�ILVFDO�IUDPHZRUNV�DUH�UHYLHZHG�LQ�WKLV�VHFWLRQ���

� 6HFWLRQ�,,,�KLJKOLJKWV�SROLFLHV�WKDW�VWUHQJWKHQ�SULYDWH�VHFWRU�EDODQFH�VKHHWV��7KLV�
LQFOXGHV�ILVFDO�SROLFLHV�WR�DVVLVW�LQ�GHOHYHUDJLQJ��IUDPHZRUNV�IRU�KRXVHKROG�LQVROYHQF\�DQG�
FRUSRUDWH�GHEW�UHVROXWLRQ��DQG�ILQDQFLDO�VHFWRU�UHJXODWLRQV�WR�SUHYHQW�GHVWDELOL]LQJ�
IHHGEDFN�ORRSV�EHWZHHQ�EDQNV�DQG�VRYHUHLJQ���

,����6XSSRUWLQJ�6XVWDLQDEOH��%DODQFHG�DQG�,QFOXVLYH�*URZWK�

,PSOHPHQWLQJ�6RXQG�)LVFDO�3ROLFLHV�

6RXQG�ILVFDO�SROLF\�ERRVWV�JURZWK��ZKLOH�HQVXULQJ�ILVFDO�VXVWDLQDELOLW\��DQG�HQKDQFHV�
UHVLOLHQFH��)LVFDO�SROLFLHV�VKRXOG�VHFXUH�VWURQJ��VXVWDLQDEOH��EDODQFHG��DQG�LQFOXVLYH�JURZWK��ZKLOH�
VDIHJXDUGLQJ�SXEOLF�ILQDQFHV��6RXQG�ILVFDO�SROLFLHV³VXFK�DV�ZHOO�GHVLJQHG�WD[�DQG�H[SHQGLWXUH�
SROLFLHV�WKDW�HQFRXUDJH�ODERU�IRUFH�SDUWLFLSDWLRQ�DQG�ERRVW�SURGXFWLYLW\³FDQ�DFKLHYH�ERWK��7KH�
ULJKW�SROLFLHV�FDQ�DOVR�HQKDQFH�LQFOXVLRQ��ZKLFK�LQFUHDVHV�VXSSRUW�IRU�UHIRUPV�QHHGHG�WR�SUHYHQW�
RU�DGMXVW�WR�VKRFNV�DQG�UDLVH�SRWHQWLDO�RXWSXW��:LWK�ILVFDO�VXVWDLQDELOLW\�HQVXUHG��WKHUH�LV�ILVFDO�
VSDFH�IRU�DXWRPDWLF�VWDELOL]HUV�WR�RSHUDWH�LQ�WKH�HYHQW�RI�D�VKRFN�DQG��PRUH�EURDGO\��VXSSRUW�
VKRUW�WHUP�GHPDQG���

7KH�UHODWLRQVKLS�EHWZHHQ�ILVFDO�VXVWDLQDELOLW\�DQG�JURZWK�LV�EL�GLUHFWLRQDO��

)LVFDO�VXVWDLQDELOLW\�FDQ�UHGXFH�WKH�ULVN�RI�D�FULVLV�DQG�VXSSRUW�JURZWK��)LVFDO�SROLF\�LV�
VXVWDLQDEOH�LI�WKH�SULPDU\�VXUSOXV�LW�JHQHUDWHV�VWDELOL]HV�RU�EULQJV�GRZQ�WKH�GHEW�WR�*'3�UDWLR��
WDNLQJ�LQWR�DFFRXQW�WKH�LQWHUHVW�UDWH�JURZWK�GLIIHUHQWLDO�DQG�WKH�GHEW�OHYHO��,0)������D���
([FHVVLYHO\�KLJK�JRYHUQPHQW�GHEW�DQG�GHILFLWV�FDQ�KDPSHU�JURZWK�E\�LQFUHDVLQJ�XQFHUWDLQW\�
DERXW�IXWXUH�WD[DWLRQ��FURZGLQJ�RXW�SULYDWH�LQYHVWPHQW��DQG�ZHDNHQLQJ�D�FRXQWU\·V�UHVLOLHQFH�WR�
VKRFNV��0RUHRYHU��YHU\�KLJK�OHYHOV�RI�GHEW�H[SRVH�D�FRXQWU\�WR�UROORYHU�ULVNV�DQG�SRWHQWLDO�ILVFDO�
ILQDQFLDO�FULVHV��ZKLFK�FDQ�KDYH�ORQJ�ODVWLQJ�DGYHUVH�HIIHFWV�RQ�RXWSXW�DQG�JURZWK��$V�VXFK��
FRXQWULHV�VKRXOG�DLP�WR�EXLOG�ILVFDO�EXIIHUV��ZKLOH�WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�PDFURHFRQRPLF�
VHWWLQJ�DQG�H[LVWLQJ�VWUXFWXUDO�JDSV��:KHQ�RXWSXW�JDSV�DUH�SRVLWLYH�RU�FRPPRGLW\�SULFH�ZLQGIDOOV�
DUH�LQ�KDQG��ILVFDO�EXIIHUV�VKRXOG�EH�DXJPHQWHG��:KHQ�RXWSXW�JDSV�DUH�QHJDWLYH�DQG�ILVFDO�
PXOWLSOLHUV�ODUJH��EXLOGLQJ�ILVFDO�EXIIHUV�FRXOG��KRZHYHU��EH�VHOI�GHIHDWLQJ��8QGHU�VXFK�
FLUFXPVWDQFHV��LW�UHGXFHV�GHPDQG�DQG�ORZHUV�JURZWK�ZKLFK�LQ�WXUQ�FDQ�LQFUHDVH�ILQDQFLQJ�FRVWV�
DQG�ILQDQFLDO�PDUNHW�YRODWLOLW\��
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*URZWK�LV�DOVR�FULWLFDO�IRU�ILVFDO�VXVWDLQDELOLW\��+LVWRULFDOO\��ILVFDO�DGMXVWPHQW�UDUHO\�RFFXUV�
ZLWKRXW�KHDOWK\�HFRQRPLF�JURZWK��&RWWDUHOOL�DQG�-DUDPLOOR���������)LVFDO�HIIRUW�KDV�DOVR�EHHQ�
PRUH�OLNHO\�WR�UHGXFH�SXEOLF�GHEW�ZKHQ�JURZWK�KDV�EHHQ�VWURQJHU��$EEDV�DQG�RWKHUV���������7KLV�
KLJKOLJKWV�WKH�QHHG�WR�HPSOR\�ILVFDO�SROLF\�QRW�RQO\�WR�HQVXUH�ILVFDO�VXVWDLQDELOLW\�EXW�DOVR�WR�
VXSSRUW�JURZWK��

� :KHQ�HFRQRPLF�VODFN�LV�ODUJH��IDLOXUH�WR�VXSSRUW�GHPDQG�FRXOG�SURWUDFW�WKH�GRZQWXUQ��
ZKLFK�FDQ�QHJDWLYHO\�LPSDFW�SXEOLF�ILQDQFHV�DQG�PDNH�GHEW�UHGXFWLRQ�PRUH�FKDOOHQJLQJ��
,Q�WKLV�FDVH��ILVFDO�SROLF\�FDQ�EH�XVHG�WR�SURYLGH�VXSSRUW��LQFOXGLQJ�WKURXJK�WDUJHWLQJ�
LQIUDVWUXFWXUH�JDSV�DQG�FRPSOHPHQWLQJ�FHUWDLQ�VWUXFWXUDO�UHIRUPV��&RXQWULHV�FDQ�DOVR�
ERRVW�JURZWK�ZLWKRXW�LQFUHDVLQJ�WKH�GHILFLW�E\�UHRULHQWLQJ�WD[�DQG�H[SHQGLWXUH�SROLFLHV��
7KH�WUDGHRII�EHWZHHQ�ILVFDO�VXVWDLQDELOLW\�DQG�JURZWK�IDYRUV�ILVFDO�DFWLRQ�LQ�FRXQWULHV�
ZLWK�ODUJH�RXWSXW�JDSV��PRUH�HIILFLHQW�SXEOLF�VSHQGLQJ��DQG�ORZHU�IXQGLQJ�FRVWV��:KHQ�
WKHUH�LV�QR�HFRQRPLF�VODFN�EXW�WKH�FXUUHQW�DFFRXQW�VXUSOXV�LV�VLJQLILFDQW��ILVFDO�SROLF\�FDQ�
VWLOO�SOD\�D�UROH�LQ�LQFUHDVLQJ�SURGXFWLYH�FDSDFLW\��VXSSRUWLQJ�H[WHUQDO�UHEDODQFLQJ�
�LQFOXGLQJ�WKURXJK�DQ�LQWHUQDO�DSSUHFLDWLRQ���ZLWK�RQO\�D�WHPSRUDU\�RU�OLPLWHG�HIIHFW�RQ�
WKH�RXWSXW�JDS�DQG�LQIODWLRQ����

� :KHUH�ILVFDO�DGMXVWPHQW�LV�UHTXLUHG��LW�LV�LPSRUWDQW�WR�JHW�WKH�SDFH�DQG�FRPSRVLWLRQ�RI�
ILVFDO�FRQVROLGDWLRQ�ULJKW�DQG�PLWLJDWH�WKH�QHJDWLYH�VKRUW�UXQ�JURZWK�LPSDFW��DV�WKH�FRVW�
RI�ILVFDO�FRQVROLGDWLRQ�WR�VKRUW�WHUP�JURZWK�FRXOG�EH�VL]DEOH�EHFDXVH�RI�ILVFDO�PXOWLSOLHU�
HIIHFWV��,QGHHG��WKH�GHEW�UDWLR�PD\�LQLWLDOO\�LQFUHDVH���

:KHUH�VSDFH�LV�FRQVWUDLQHG��D�PRUH�PHDVXUHG�SDFH�RI�ILVFDO�DGMXVWPHQW�ZLOO�EH�FUHGLEOH�RQO\�LI�
HPEHGGHG�LQ�D�PHGLXP�WHUP�ILVFDO�FRQVROLGDWLRQ�VWUDWHJ\�EXWWUHVVHG�E\�VWURQJ�EXGJHW�
LQVWLWXWLRQV��VHH�WKH�GLVFXVVLRQ�EHORZ���*URZWK�HQKDQFLQJ�PHDVXUHV��VXFK�DV�VWUXFWXUDO�UHIRUPV��
ZLOO�DOVR�EH�LPSRUWDQW�WR�LPSURYH�JURZWK�LQ�WKH�PHGLXP�DQG�ORQJHU�WHUP�DQG�WR�GXUDEO\�KHOS�
UHGXFH�WKH�GHEW�UDWLR��

7D[�DQG�H[SHQGLWXUH�SROLFLHV�FDQ�EH�GHVLJQHG�WR�ERRVW�JURZWK��

$SSURSULDWHO\�GHVLJQHG�WD[�DQG�H[SHQGLWXUH�SROLFLHV�DUH�FULWLFDO�IRU�SURPRWLQJ�VXVWDLQHG�
DQG�PRUH�LQFOXVLYH�ORQJ�WHUP�JURZWK��ZKLOH�PDLQWDLQLQJ�ILVFDO�VXVWDLQDELOLW\��7KH\�HQKDQFH�
LQYHVWPHQW�LQ�SK\VLFDO�FDSLWDO��H[SDQG�ODERU�VXSSO\��SURPRWH�KXPDQ�FDSLWDO�DFFXPXODWLRQ��DQG�
ERRVW�WRWDO�IDFWRU�SURGXFWLYLW\��,0)������E���)RU�LQVWDQFH��LQ�DGYDQFHG�HFRQRPLHV��UHGXFLQJ�WD[HV�
RQ�HLWKHU�ODERU�RU�FDSLWDO�LQFRPH�E\���SHUFHQWDJH�SRLQWV�LQ�D�UHYHQXH�QHXWUDO�PDQQHU�FDQ�DGG�
DERXW�ô�SHUFHQWDJH�SRLQW�WR�ORQJ�UXQ�HFRQRPLF�JURZWK��6KLIWLQJ�WKH�FRPSRVLWLRQ�RI�VSHQGLQJ�
WRZDUG�LQIUDVWUXFWXUH�LQYHVWPHQW�FDQ�\LHOG�D�JURZWK�GLYLGHQG�RI�D�VLPLODU�PDJQLWXGH��0RUHRYHU��
WKH\�FDQ�UHGXFH�LQHTXDOLW\��LQFOXGLQJ�E\�H[SDQGLQJ�HFRQRPLF�RSSRUWXQLWLHV�IRU�DOO��

7D[�SROLF\�

7KH�OHYHO�DQG�FRPSRVLWLRQ�RI�WD[HV�DIIHFW�ORQJ�UXQ�HFRQRPLF�JURZWK��1HZ�UHVHDUFK�ILQGV�
WKDW�WKHUH�LV�D�WLSSLQJ�SRLQW�LQ�WKH�UHODWLRQVKLS�EHWZHHQ�WD[DWLRQ�DQG�ORQJ�WHUP�JURZWK��ZLWK�
FRXQWULHV�KDYLQJ�D�WD[�WR�*'3�UDWLR�DERYH����SHUFHQW�JURZLQJ�V\VWHPDWLFDOO\�IDVWHU�WKDQ�WKH�



ϱ�

RQHV�EHORZ��*DVSDU��-DUDPLOOR��DQG�:LQJHQGHU��IRUWKFRPLQJ���+RZHYHU��ZKLOH�UHYHQXH
PRELOL]DWLRQ LV�WKH�SULQFLSDO�REMHFWLYH�RI�WD[�V\VWHPV��LW�LV�QRW�WKH�VROH�FRQFHUQ��TXDOLW\�PDWWHUV�
WRR��)RU�LQVWDQFH��WR�PLQLPL]H�DGYHUVH�JURZWK�HIIHFWV�RI�WD[DWLRQ��FRXQWULHV�VKRXOG�QRW�UHO\�WRR�
PXFK�RQ�GLVWRUWLRQDU\�LQFRPH�WD[HV��VKRXOG�PLQLPL]H�GLVWRUWLRQDU\�WD[�H[SHQGLWXUHV�LQ�WKH�YDOXH�
DGGHG�WD[��DQG�VKRXOG�PDNH�EHWWHU�XVH�RI�SURSHUW\�WD[HV�DQG�HIILFLHQW�H[FLVHV��VXFK�DV�FDUERQ�
WD[HV��0RUHRYHU��WD[�V\VWHPV�VKRXOG�VXSSRUW�PDFURHFRQRPLF�VWDELOLW\��H�J��E\�QRW�LQFHQWLYL]LQJ�
GHEW�RYHU�HTXLW\��,0)������H��

7D[�GHVLJQ�VKRXOG�EH�EDVHG�RQ�WKH�FOHDU�JXLGLQJ�SULQFLSOHV�RI�HIILFLHQF\��IDLUQHVV�DQG�
VLPSOLFLW\³DQG�EH�EDFNHG�E\�VWURQJ�SROLWLFDO�FRPPLWPHQW�DW�WKH�KLJKHVW�OHYHO��,0)������E��

� (IILFLHQF\�UHTXLUHV�WKDW�WKH�WD[�V\VWHP�PLQLPL]HV�GLVWRUWLRQV�WR�EXVLQHVV�DQG�FRQVXPHU�
EHKDYLRU��VXFK�DV�LQYHVWPHQW��LQQRYDWLRQ�DQG�HPSOR\PHQW��7KLV�PD\�EH�DFKLHYHG�WKURXJK��
IRU�LQVWDQFH��D�V\VWHP�ZLWK�EURDG�WD[�EDVHV�DQG�ORZ�UDWHV�DQG�UHOLDQFH�RQ�WD[HV�WKDW�DUH�KDUG�
WR�DYRLG��VXFK�DV�UHDO�HVWDWH�WD[HV�DQG�WD[HV�RQ�WKH�UHQWV�HDUQHG�IURP�QDWXUDO�UHVRXUFHV���

� )DLUQHVV�LV�RIWHQ�EDVHG�RQ�DELOLW\�WR�SD\�DQG�DFKLHYHG�WKURXJK�SURJUHVVLYH�WD[�VWUXFWXUHV��
+RZHYHU��DOVR�VWURQJ�FRPSOLDQFH�DQG�JRRG�JRYHUQDQFH�DUH�FULWLFDO�IRU�IDLUQHVV��H�J��WR�
PLQLPL]H�RSSRUWXQLWLHV�IRU�UHQW�VHHNLQJ�DQG�FRUUXSWLRQ���

� 6LPSOLFLW\�LV�QHFHVVDU\�WR�UHGXFH�DGPLQLVWUDWLYH�DQG�FRPSOLDQFH�FRVWV��EXW�LW�PD\�EH�
H[WHQGHG�WR�WD[�FHUWDLQW\��UHIOHFWHG�LQ�FOHDU��FRKHUHQW�ODZV�DQG�UHJXODWLRQV�DQG�WUDQVSDUHQW�
LQVWLWXWLRQV�DQG�SUDFWLFHV���

$GKHULQJ�WR�WKHVH�SULQFLSOHV�ZLOO�KHOS�PLWLJDWH�UHVLVWDQFH�WR�WD[DWLRQ�DQG�LPSURYH�FRPSOLDQFH��
:KLOH�SULQFLSOHV�RIIHU�JXLGDQFH��WKH�SUHFLVH�WD[�SROLF\�GHVLJQ�VKRXOG�EH�WDLORUHG�WR�D�FRXQWU\·V�
VSHFLILF�VLWXDWLRQ��QHHGV�DQG�FRQVWUDLQWV�DQG�EDFNHG�E\�SROLWLFDO�OHDGHUVKLS�WR�DFKLHYH�SURJUHVV��

7KHUH�LV�VLJQLILFDQW�VFRSH�WR�PRELOL]H�PRUH�UHYHQXHV³DQG�HQKDQFH�ILVFDO�VXVWDLQDELOLW\³
WKURXJK�WD[�UHIRUP��0DQ\�FRXQWULHV�FDQ�GR�EHWWHU�LQ�H[SORLWLQJ�RSSRUWXQLWLHV�WR�WD[�LPPRYDEOH�
SURSHUW\��ZKLFK�LV�D�IDLU�DQG�HIILFLHQW�UHYHQXH�VRXUFH��DQG�PDQ\�FDQ�HQKDQFH�WKH�GHVLJQ�RI�WKH�
9$7�E\�PDNLQJ�LW�VLPSOHU�DQG�ZLWK�D�EURDGHU�EDVH��%XVLQHVV�WD[�LQFHQWLYHV�DUH�RIWHQ�IRXQG�
UHGXQGDQW�DQG�FRVWO\�DQG�VKRXOG�EH�SKDVHG�RXW�RU�UHIRUPHG��7KH�GHVLJQ�RI�ILVFDO�UHJLPHV�IRU�
H[WUDFWLYH�LQGXVWULHV�FDQ�RIWHQ�EH�LPSURYHG�LQ�D�ZD\�WKDW�ERWK�LV�OHVV�GLVWRUWLRQDU\�DQG�UDLVHV�
PRUH�UHYHQXH���

%XLOGLQJ�UHVLOLHQW�DQG�VXVWDLQDEOH�WD[�UHYHQXH�V\VWHPV�UHTXLUHV�WKDW�PDFUR�UHOHYDQW�FURVV�
FRXQWU\�VSLOORYHUV�DUH�DGGUHVVHG��,0)������D�� 7D[�DYRLGDQFH�E\�PXOWLQDWLRQDOV�DQG�WD[�HYDVLRQ�
E\�LQGLYLGXDOV�PD\�FRQWULEXWH�WR�LQHTXDOLW\�DQG�SHUFHSWLRQV�RI�XQIDLUQHVV³XQGHUPLQLQJ�FLWL]HQV·�
WUXVW�LQ�JRYHUQPHQW��7KH�JOREDO�LQLWLDWLYH�RQ�H[FKDQJH�RI�LQIRUPDWLRQ�IRU�WD[�SXUSRVHV�DQG�WKH�
*���2(&'�OHG�LQLWLDWLYH�RQ�EDVH�HURVLRQ�DQG�SURILW�VKLIWLQJ��%(36��DUH�ZHOFRPH�VWHSV�WR�VXSSRUW�
FRXQWULHV·�HIIRUWV�WR�DGGUHVV�WKHP��+RZHYHU��DSSO\LQJ�WKH�QHZ�%(36�JXLGHOLQHV�WR�GHYHORSLQJ�
FRXQWULHV�PD\�UHTXLUH�DPHQGPHQW�WR�WDLORU�DQWL�DYRLGDQFH�SROLFLHV�WR�WKHLU�QHHGV�DQG�FDSDFLWLHV�
�,0)��2(&'��81�DQG�:RUOG�%DQN����������
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([SHQGLWXUH�SROLF\�

(IILFLHQW�SXEOLF�LQYHVWPHQW��HVSHFLDOO\�LQ�LQIUDVWUXFWXUH��FDQ�UDLVH�DQ�HFRQRP\·V�SURGXFWLYH�
FDSDFLW\��,QFUHDVHG�SXEOLF�LQIUDVWUXFWXUH�LQYHVWPHQW�UDLVHV�RXWSXW�LQ�ERWK�WKH�VKRUW�DQG�ORQJ�
WHUP��SDUWLFXODUO\�GXULQJ�SHULRGV�RI�HFRQRPLF�VODFN�DQG�ZKHQ�LQYHVWPHQW�HIILFLHQF\�LV�KLJK��,0)��
����F���+RZHYHU��VXEVWDQWLDO�LQHIILFLHQFLHV�LQ�SXEOLF�LQYHVWPHQW�SURFHVVHV�DFURVV�FRXQWULHV�QHHG�
WR�EH�DGGUHVVHG��6WUHQJWKHQLQJ�LQVWLWXWLRQV�FRXOG�FORVH�D�VXEVWDQWLDO�SDUW�RI�WKH�SXEOLF�
LQYHVWPHQW�HIILFLHQF\�JDS�UHODWLYH�WR�WKH�PRVW�HIILFLHQW�FRXQWULHV��,0)������G���6LPLODUO\��WKH�
SULYDWH�VHFWRU�FDQ�EH�DQ�DFWLYH�DQG�VXEVWDQWLDO�SDUWLFLSDQW�LQ�WKH�SURYLVLRQ�RI�HFRQRPLF�
LQIUDVWUXFWXUH��LQFOXGLQJ�WKURXJK�LQYROYHPHQW�LQ�SXEOLF�SULYDWH�SDUWQHUVKLSV�DQG�RWKHU�W\SHV�RI�
FRQWUDFWXDO�DUUDQJHPHQWV���

0RUH�HTXLWDEOH�DFFHVV�WR�HGXFDWLRQ�DQG�KHDOWK�FDUH�FRQWULEXWHV�WR�KXPDQ�FDSLWDO�
DFFXPXODWLRQ��D�NH\�IDFWRU�IRU�JURZWK��3XEOLF�VSHQGLQJ�RQ�HGXFDWLRQ�FDQ�GLUHFWO\�DIIHFW�
HGXFDWLRQ�RXWFRPHV�DQG�UDLVH�WKH�VWRFN�RI�KXPDQ�FDSLWDO��(GXFDWLRQ�UHIRUP�LQ�ERWK�DGYDQFHG�
DQG�GHYHORSLQJ�HFRQRPLHV�VKRXOG�IRFXV�RQ�LPSURYLQJ�DFFHVV�IRU�GLVDGYDQWDJHG�JURXSV��
,QYHVWLQJ�LQ�KHDOWK�FDUH�DOVR�VXSSRUWV�KXPDQ�FDSLWDO�DFFXPXODWLRQ��0DLQWDLQLQJ�SURSHU�DFFHVV�RI�
WKH�SRRU�WR�KHDOWK�FDUH�VHUYLFHV�GXULQJ�SHULRGV�RI�H[SHQGLWXUH�UDWLRQDOL]DWLRQ�LV�D�SULRULW\��,Q�
GHYHORSLQJ�HFRQRPLHV��D�IRFXV�RQ�XQLYHUVDO�DFFHVV�WR�D�EDVLF�SDFNDJH�RI�KHDOWK�VHUYLFHV�ZRXOG�
\LHOG�WKH�KLJKHVW�JURZWK�GLYLGHQGV��,Q�PDQ\�FRXQWULHV��WKHUH�LV�VFRSH�IRU�LPSURYLQJ�WKH�WDUJHWLQJ�
RI�VRFLDO�SURJUDPV��

7D[�LQFHQWLYHV�WR�VWLPXODWH�SULYDWH�LQYHVWPHQW�DQG�HQKDQFH�SURGXFWLYLW\�VKRXOG�EH�XVHG�
VSDULQJO\�DQG�RQO\�LPSOHPHQWHG�LI�WKHLU�EHQHILWV�H[FHHG�WKH�FRVWV� 0DQ\�FRXQWULHV�XVH�
LQYHVWPHQW�WD[�LQFHQWLYHV�DLPHG�DW�DWWUDFWLQJ�)',��VXFK�DV�WD[�KROLGD\V�RU�H[HPSWLRQV�LQ�VSHFLDO�
HFRQRPLF�]RQHV��7KHVH�DUH�RIWHQ�FRVWO\��ZLWKRXW�EHLQJ�HIIHFWLYH�E\�WKHPVHOYHV�LQ�DWWUDFWLQJ�
LQYHVWPHQW��,0)�DQG�RWKHUV���������3KDVLQJ�RXW�VXFK�LQFHQWLYHV�FDQ�WKHUHIRUH�VWUHQJWKHQ�WKH�
UHYHQXH�EDVH�DQG�HQDEOH�FRXQWULHV�WR�LQYHVW�PRUH�LQ�HGXFDWLRQ��ZKLFK�LWVHOI�FDQ�DWWUDFW�)',�DQG�
IDFLOLWDWH�WKH�DEVRUSWLRQ�RI�IRUHLJQ�WHFKQRORJLHV��,Q�DGYDQFHG�FRXQWULHV��ILVFDO�LQVWUXPHQWV�VXFK�DV�
WD[�FUHGLWV�DQG�GLUHFW�VXEVLGLHV�IRU�UHVHDUFK�DQG�GHYHORSPHQW��5	'��FRXOG�HQFRXUDJH�LQQRYDWLRQ�
DQG�ERRVW�SURGXFWLYLW\�JURZWK��,0)������F���2Q�D�JOREDO�VFDOH��WKH�EHQHILWV�IURP�LQFUHDVHG�5	'�
�ERWK�SXEOLF�DQG�SULYDWH��FRXOG�EH�PXFK�ODUJHU�WKDQ�WKRVH�LQ�WKH�RULJLQDWLQJ�FRXQWULHV�DV�D�UHVXOW�
RI�LQWHUQDWLRQDO�NQRZOHGJH�VSLOORYHUV���

,PSURYLQJ�WKH�GHVLJQ�RI�VRFLDO�EHQHILWV��DQG�LPSOHPHQWLQJ�IRFXVHG�H[SHQGLWXUH�SROLFLHV�
FDQ�LQGXFH�D�SRVLWLYH�ODERU�VXSSO\�UHVSRQVH��8QHPSOR\PHQW�EHQHILWV�FDQ�EH�GHVLJQHG�WR�
VWUHQJWKHQ�LQFHQWLYHV�WR�VHHN�HPSOR\PHQW�ZLWKRXW�FRPSURPLVLQJ�WKHLU�LPSRUWDQW�FRQWULEXWLRQ�WR�
WKH�VRFLDO�VDIHW\�QHW��0RUH�LQWHQVH�XVH�RI�DFWLYH�ODERU�PDUNHW�SROLFLHV��$/03��DQG�WDUJHWHG�
VSHQGLQJ�PHDVXUHV�IRU�VSHFLILF�JURXSV��VXFK�DV�ZRPHQ�DQG�ROGHU�ZRUNHUV��FRXOG�HOLFLW�DQ�HYHQ�
JUHDWHU�ODERU�VXSSO\�UHVSRQVH��SDUWLFXODUO\�LQ�FRXQWULHV�IDFLQJ�ULVLQJ�GHSHQGHQF\�UDWLRV�DQG�
IDOOLQJ�SRSXODWLRQV��
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)LVFDO�VSDFH�HQDEOHV�ILVFDO�SROLF\�WR�RIIVHW�F\FOLFDO�IOXFWXDWLRQV���

7KH�V\PPHWULF�IXQFWLRQLQJ�RI�DXWRPDWLF�VWDELOL]HUV�FDQ�KDYH�SRVLWLYH�EHQHILWV�IRU�PHGLXP�
WHUP�JURZWK��7KH�SRWHQWLDO�JURZWK�GLYLGHQGV�IURP�ILVFDO�VWDELOL]DWLRQ�WKURXJK�PRGHUDWLQJ�
RXWSXW�YRODWLOLW\�DUH�ODUJH�LQ�DGYDQFHG�HFRQRPLHV�LQ�SDUWLFXODU��ZKHUH�DQ�LQFUHDVH�LQ�WKH�
UHVSRQVLYHQHVV�RI�ILVFDO�SROLF\�WR�RXWSXW�E\�RQH�VWDQGDUG�GHYLDWLRQ�FRXOG�ERRVW�DQQXDO�JURZWK�
E\�DERXW�����SHUFHQWDJH�SRLQW��'LYLGHQGV�DUH�VPDOOHU�LQ�HPHUJLQJ�PDUNHWV�DQG�/,&V�ZKHUH�ILVFDO�
VWDELOL]DWLRQ�LV�OHVV�HIIHFWLYH�DQG�LV�GRPLQDWHG�E\�GHYHORSPHQW�SULRULWLHV��,0)������D���

%H\RQG�DXWRPDWLF�VWDELOL]HUV��ILVFDO�SROLF\�FDQ�SOD\�D�UROH�LQ�VXSSRUWLQJ�HFRQRPLF�DFWLYLW\��
LQ�SDUWLFXODU�ZKHQ�GHSOR\HG�DV�SDUW�RI�D�FRPSUHKHQVLYH��FRQVLVWHQW��DQG�FRRUGLQDWHG�SROLF\�
DSSURDFK��:KHUH�GHPDQG�LV�ZHDN��ILVFDO�SROLF\��GHSOR\HG�ZLWKLQ�D�PXWXDOO\�VXSSRUWLYH�WKUHH�
SURQJHG�DSSURDFK³WRJHWKHU�ZLWK�VWUXFWXUDO�DQG�PRQHWDU\�SROLFLHV��DQG�ZLWKLQ�FRQVLVWHQW�
IUDPHZRUNV�JXLGHV�HFRQRPLF�SROLFLHV�RYHU�WLPH³FDQ�EH�XVHG�WR�SURYLGH�VXSSRUW�HYHQ�ZKHQ�
SROLF\�VSDFH�LV�VFDUFH��0RUHRYHU��FRRUGLQDWHG�SROLFLHV�DFURVV�PDMRU�HFRQRPLHV�FDQ�DPSOLI\�WKH�
LPSDFW�RI�SROLF\�DFWLRQ��*DVSDU��2EVWIHOG��6DKD\����������

&DUU\LQJ�RXW�6WUXFWXUDO�5HIRUPV��

6WUXFWXUDO�UHIRUPV�ERRVW�SRWHQWLDO�JURZWK�DQG�HFRQRPLF�UHVLOLHQFH��7KH\�IDFLOLWDWH�WKH�
HIILFLHQW�DOORFDWLRQ�RI�UHVRXUFHV�ZLWKLQ�DQ�HFRQRP\��VSHHG�XS�WKH�DGMXVWPHQW�WR�VKRFNV��DQG�
ERRVW�SRWHQWLDO��DQG�HYHQWXDOO\�DFWXDO��JURZWK��,Q�DGGLWLRQ��VWUXFWXUDO�UHIRUPV�FDQ�DOVR�LQFUHDVH�
GHPDQG�DQG�DFFHOHUDWH�HFRQRPLF�UHFRYHU\��,0)������D���,Q�SDUWLFXODU��VWUXFWXUDO�UHIRUPV�QRW�RQO\�
HQKDQFHV�FRQILGHQFH�DQG�LQFUHDVH�LQFRPH�DQG�SURILW�H[SHFWDWLRQV��EXW�DOVR�GLUHFWO\�LQFUHDVHV�
GHPDQG�WKURXJK��IRU�LQVWDQFH��KLJKHU�VSHQGLQJ�RQ�$/03V�RU�ORZHU�WD[�ZHGJHV��7KH�VKRUW�WHUP�
HIIHFWV�YDU\�GHSHQGLQJ�RQ�WKH�W\SH�RI�UHIRUPV��VL]H�RI�WKH�VKRFNV��DQG�FRPSOHPHQWDULWLHV�
EHWZHHQ�PDUNHW�LQLWLDWLRQV�DQG�RWKHU�SROLFLHV�VHWWLQJV���

6WUXFWXUDO�UHIRUPV�VKRXOG�EH�SULRULWL]HG��

7KH�GHVLJQ�DQG�FKRLFH�RI�VWUXFWXUDO�UHIRUPV�ZLOO�QHHG�WR�UHIOHFW�WKH�PDFURHFRQRPLF�
FLUFXPVWDQFHV��LQFOXGLQJ�VWDJH�RI�GHYHORSPHQW��UHVRXUFH�VSDFH�WR�ILQDQFH�UHIRUPV��DQG�SRVLWLRQ�
LQ�WKH�HFRQRPLF�F\FOH��&UXFLDO�VWUXFWXUDO�UHIRUPV�LQ�DGYDQFHG�HFRQRPLHV�LQFOXGH�LQIUDVWUXFWXUH�
LQYHVWPHQW��ILVFDO�VWUXFWXUDO�UHIRUPV�WKDW�HQKDQFH�WKH�HIILFLHQF\�RI�UHVRXUFH�DOORFDWLRQ��DQG�
SURGXFW�DQG�ODERU�PDUNHW�UHIRUPV��,Q�(0'&V��VWURQJHU�LQVWLWXWLRQV��RSHQQHVV�WR�)',��SXEOLF�
LQYHVWPHQW��DQG�VWUXFWXUDO�UHIRUPV�FDQ�HQFRXUDJH�WHFKQRORJ\�WUDQVIHU��6WUHQJWKHQLQJ�LQVWLWXWLRQV�
FDQ�LQFUHDVH�HIILFLHQF\��JHQHUDWH�ILVFDO�VDYLQJV�WR�ILQDQFH�JURZWK��DQG�HTXLW\�HQKDQFLQJ�
SURJUDPV��DQG�IDFLOLWDWH�SULYDWH�LQYHVWPHQW��)RU�FRPPRGLW\�H[SRUWLQJ�(0'&V��VXSSRUWLQJ�
GLYHUVLILFDWLRQ�WKURXJK�DQ�LPSURYHG�EXVLQHVV�FOLPDWH��WUDGH�DQG�)',�OLEHUDOL]DWLRQ��DQG�ILQDQFLDO�
GHHSHQLQJ�LV�FULWLFDO�
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6\QHUJLHV�EHWZHHQ�VWUXFWXUDO�UHIRUPV�DQG�ILVFDO�SROLF\�VKRXOG�EH�H[SORLWHG���

7KH�LPSDFW�RI�VWUXFWXUDO�UHIRUPV�RQ�SXEOLF�ILQDQFHV�LQYROYHV�ERWK�GLUHFW�HIIHFWV�DQG�
LQGLUHFW�HIIHFWV�WKURXJK�RXWSXW��'LUHFW�HIIHFWV�W\SLFDOO\�UHIOHFW�EXGJHWDU\�UHIRUP�JDLQV��H�J���D�
UHGXFWLRQ�LQ�WKH�GXUDWLRQ�RI�XQHPSOR\PHQW�EHQHILWV��RU�FRVWV��H�J���DQ�LQFUHDVH�LQ�SXEOLF�
VSHQGLQJ�RQ�$/03V��D�UHGXFWLRQ�LQ�ODERU�WD[DWLRQ���7KH\�DOVR�LQFOXGH�DGGLWLRQDO�EXGJHWDU\�FRVWV�
WKDW�PD\�EH�LQFXUUHG�WR�HOLFLW�SROLWLFDO�FRQVHQVXV�IRU�UHIRUPV��H�J���WR�FRPSHQVDWH�ORVHUV�IURP�
UHIRUP���,QGLUHFW�HIIHFWV�UHIOHFW�SULPDULO\�WKH�G\QDPLF�LPSDFW�RI�UHIRUPV�RQ�RXWSXW�DQG�
HPSOR\PHQW��ZKLFK�FDQ�YDU\�ZLGHO\�DFURVV�W\SHV�RI�UHIRUPV��,0)������D���

7KH�LQGLUHFW�HIIHFWV�RI�UHIRUPV�RQ�SXEOLF�ILQDQFHV�FDQ�YDU\�DFFRUGLQJ�WR�SUHYDLOLQJ�
HFRQRPLF�FRQGLWLRQV��%\�ERRVWLQJ�RXWSXW��SURGXFW�PDUNHW�GHUHJXODWLRQ�JHQHUDOO\�KHOSV�ORZHU

WKH�SXEOLF�GHEW�WR�*'3�UDWLR�RYHU�WLPH��,0)������E���2Q�DYHUDJH��PDMRU�SDVW�SURGXFW�PDUNHW�
GHUHJXODWLRQ�HSLVRGHV�LQ�DGYDQFHG�HFRQRPLHV�UHGXFHG�WKH�GHEW�WR�*'3�UDWLR�E\�DERXW���
SHUFHQWDJH�SRLQWV�DIWHU�ILYH�\HDUV�E\�ERRVWLQJ�RXWSXW��)LJXUH�����%\�FRQWUDVW��ODERU�PDUNHW�
UHIRUPV�WKDW�HQWDLO�VKRUW�WHUP�RXWSXW�DQG�HPSOR\PHQW�FRVWV��VXFK�DV�DQ�HDVLQJ�RI�HPSOR\PHQW�
SURWHFWLRQ�OHJLVODWLRQ��KDYH�OHVV�IDYRUDEOH³RU�HYHQ�DGYHUVH³HIIHFWV�RQ�SXEOLF�ILQDQFHV�ZKHQ�
FDUULHG�RXW�XQGHU�ZHDN�PDFURHFRQRPLF�FRQGLWLRQV��)LJXUH�����7KLV�UHIOHFWV�WKH�DGYHUVH�
LPSOLFDWLRQV�RI�VKRUW�WHUP�RXWSXW�FRVWV�DQG�WKH�ULVH�LQ�XQHPSOR\PHQW�IRU�SXEOLF�GHEW�G\QDPLFV�

6RXUFH��,0)�6WDII�DQDO\VLV��
1RWH��W ��LV�WKH�\HDU�RI�WKH�UHIRUP�VKRFN³PDMRU�KLVWRULFDO�GHUHJXODWLRQ�RI�SURGXFW�PDUNHWV��IRU�GHWDLOV��VHH�,0)������D���6ROLG�
EOXH�OLQHV�GHQRWH�WKH�HVWLPDWHG�UHVSRQVH�WR�WKH�VKRFN��DQG�GDVKHG�EOXH�OLQHV�GHQRWH����SHUFHQW�FRQILGHQFH�LQWHUYDOV��7KLV�
DQDO\VLV�HVWLPDWHV�WKH�DYHUDJH�HIIHFWV�RI�SDVW�UHIRUPV�RQ�SXEOLF�GHEW�WR�*'3�UDWLRV��$V�VXFK��LW�GRHV�QRW�H[SOLFLWO\�DFFRXQW�IRU�
SRVVLEOH�FURVV�FRXQWU\�KHWHURJHQHLW\�LQ�VXFK�HIIHFWV�GHSHQGLQJ�RQ�UHIRUP�GHVLJQ��

)LJXUH����(IIHFW�RI�SURGXFW�PDUNHW�UHIRUPV�RQ�SXEOLF�GHEW�WR�*'3� UDWLR��GHYLDWLRQ�
IURP�QR�UHIRUP�VFHQDULR��LQ�SHUFHQWDJH�SRLQWV�
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ϵ�

6RXUFH��,0)�6WDII�DQDO\VLV��
1RWH��W ��LV�WKH�\HDU�RI�WKH�UHIRUP�VKRFN³PDMRU�KLVWRULFDO�UHIRUP�RI�HPSOR\PHQW�SURWHFWLRQ�OHJLVODWLRQ�IRU�UHJXODU�ZRUNHUV��IRU�
GHWDLOV��VHH�,0)������D���6ROLG�EOXH�OLQHV�GHQRWH�WKH�HVWLPDWHG�UHVSRQVH�WR�WKH�UHIRUP�VKRFN��DQG�GDVKHG�EOXH�OLQHV�GHQRWH����
SHUFHQW�FRQILGHQFH�LQWHUYDOV��7KH�VROLG�\HOORZ�OLQH�VKRZV�WKH�XQFRQGLWLRQDO�UHVXOW��L�H��WKH�DYHUDJH�HVWLPDWHG�LPSDFW�DFURVV�
GLIIHUHQW�JURZWK�UHJLPHV���

6XSSRUWLYH�ILVFDO�SROLF\�FDQ�EULQJ�IRUZDUG�WKH�ORQJ�WHUP�JDLQV�IURP�FHUWDLQ�UHIRUPV�DQG�
WKHUHE\�LPSURYH�SXEOLF�GHEW�G\QDPLFV�RYHU�WKH�PHGLXP�WHUP��)RU�LQVWDQFH��ILVFDO�VWLPXOXV�
FDQ�DPSOLI\�VKRUW�WHUP�FRQILGHQFH�HIIHFWV�E\�LPSURYLQJ�WKH�LQFHQWLYHV�RI�ILUPV�DQG�ZRUNHUV�WR�
UHVSRQG�SRVLWLYHO\�WR�UHIRUPV��6LPLODUO\��E\�ERRVWLQJ�GHPDQG��ILVFDO�VXSSRUW�FDQ�PDNH�ILUPV�PRUH�
ZLOOLQJ�WR�KLUH�QHZ�ZRUNHUV�UDWKHU�WKDQ�GLVPLVV�H[LVWLQJ�RQHV�ZKHQ�HPSOR\PHQW�SURWHFWLRQ�
OHJLVODWLRQ�LV�UHOD[HG��WKHUHE\�HQKDQFLQJ�WKH�VKRUW�WHUP�LPSDFW�RI�VXFK�UHIRUP��,Q�WXUQ��WKLV�
SRVLWLYH�RXWSXW�HIIHFW�FDQ�LPSURYH�WKH�ILVFDO�EDODQFH��WKHUHE\�SDUWO\��RU�SRVVLEO\�HYHQ�IXOO\��
RIIVHWWLQJ�WKH�LQLWLDO�FRVW�RI�ILVFDO�VWLPXOXV��)LVFDO�VXSSRUW�FDQ�DOVR�KHOS�EXLOG�SROLWLFDO�VXSSRUW�DQG�
KHOS�LQFHQWLYL]H�UHIRUPV��,0)������E���+RZHYHU��WKH�FDVH�IRU�ILVFDO�UHOD[DWLRQ�WR�DFFRPSDQ\�
VWUXFWXUDO�UHIRUPV�LV�XOWLPDWHO\�UHIRUP�DQG�FRXQWU\�VSHFLILF��GHSHQGLQJ�LQ�SDUWLFXODU�RQ�WKH�
F\FOLFDO�SRVLWLRQ�RI�WKH�HFRQRP\�DQG�WKH�DYDLODEOH�ILVFDO�VSDFH���0RUHRYHU��DFFRPSDQ\LQJ�
PHGLXP�WHUP�ILVFDO�SODQV�DUH�QHHGHG�WR�VWUHQJWKHQ�WKH�HIIHFWLYHQHVV�RI�WKLV�VWUDWHJ\���

2SSRUWXQLWLHV�IRU�UHIRUPV�VKRXOG�EH�VHL]HG��

��)LVFDO�VSDFH�LV�D�PXOWLGLPHQVLRQDO�FRQFHSW�UHIOHFWLQJ�ZKHWKHU�D�JRYHUQPHQW�FDQ�UDLVH�VSHQGLQJ�RU�ORZHU�WD[HV�
ZLWKRXW�HQGDQJHULQJ�PDUNHW�DFFHVV�DQG�GHEW�VXVWDLQDELOLW\��$Q�DVVHVVPHQW�RI�D�FRXQWU\·V�ILVFDO�VSDFH³RQH�WKDW�
FRQVLGHUV�ERWK�EDVHOLQH�DQG�DOWHUQDWLYH�VFHQDULRV³QHHGV�WR�WDNH�LQWR�DFFRXQW�WKH�OHYHO�DQG�WUDMHFWRU\�RI�SXEOLF�
GHEW��ILQDQFLQJ�QHHGV��ILVFDO�WUDFN�UHFRUG��HFRQRPLF�FRQMXQFWXUH��DQG�PDUNHW�VHQWLPHQW��DPRQJ�RWKHU�WKLQJV���

)LJXUH����(IIHFW�RI�MRE SURWHFWLRQ� UHIRUPV�RQ�SXEOLF�GHEW�WR�*'3� UDWLRV��7KH�5ROH�RI�
0DFURHFRQRPLF� &RQGLWLRQV�
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ϭϬ�

7KH�FRPELQDWLRQ�RI�PDFURHFRQRPLF�GLVWUHVV�DQG�VWUXFWXUDO�UHIRUP�JDSV�FDQ�RSHQ�
´ZLQGRZV�RI�RSSRUWXQLW\µ�IRU�UHVLOLHQFH�HQKDQFLQJ�UHIRUPV��,0)�6WDII�DQDO\VLV�RI�WKH�SROLWLFDO�
HFRQRP\�GULYHUV�RI�PDMRU�ODERU�DQG�SURGXFW�PDUNHW�UHIRUPV�LQ����DGYDQFHG�HFRQRPLHV�RYHU�WKH�
SDVW�IRXU�GHFDGHV�LGHQWLILHV�ZHDN�PDFURHFRQRPLF�FRQGLWLRQV�DV�WKH�VLQJOH�PRVW�UREXVW�IDFWRU�
IDFLOLWDWLQJ�UHIRUP��7DEOH�����7KLV�VXJJHVWV�WKDW�FULVHV��SURWUDFWHG�ORZ�JURZWK�RU�SHUVLVWHQW�
XQHPSOR\PHQW�FDQ�EUHDN�WKH�SROLWLFDO�GHDGORFN�RYHU�UHIRUPV��DV�ZDV�WKH�FDVH�IRU�H[DPSOH�LQ�D�
QXPEHU�RI�FRXQWULHV�LQ�WKH�DIWHUPDWK�RI�WKH�����������JOREDO�ILQDQFLDO�FULVLV�DQG�WKH�VXEVHTXHQW�
HXUR�DUHD�FULVLV��5HIRUP�SUHVVXUH�DOVR�JHQHUDOO\�DSSHDUV�VWURQJHU�LQ�FRXQWULHV�ZKHUH�WKHUH�LV�
JUHDWHU�VFRSH�
IRU�SROLF\�
LPSURYHPHQW³
UDLVLQJ�
SURVSHFWV�RI�
JUDGXDO�
FRQYHUJHQFH�RI�
VWUXFWXUDO�SROLF\�
VHWWLQJV�
WKURXJK�
DGRSWLRQ�RI�
EHVW�SUDFWLFHV���

$W�WKH�VDPH�WLPH��WKH�FRPELQDWLRQ�RI�ORZ�JURZWK�DQG�ULVLQJ�LQHTXDOLW\�FDQ�ZRUVHQ�WKH�
SROLWLFDO�FOLPDWH�IRU�UHIRUP��7KH\�WKUHDWHQ�WR�RSHQ�D�QHJDWLYH�G\QDPLF�LQ�ZKLFK�SROLWLFDO�DFWLRQ�
IDLOV�WR�GHOLYHU�WKH�VWUXFWXUDO�UHIRUPV�QHHGHG�WR�OLIW�JURZWK�DQG�LQVWHDG�WXUQV�WRZDUG�D�EDFNODVK�
RQ�IUHH�WUDGH��,QGHHG��UHFHQW�,0)�ZRUN�ILQGV�WKDW�LQFRPH�LQHTXDOLW\�XQGHUPLQHV�FROOHFWLYH�WUXVW�
�*RXOG�DQG�+LM]HQ���������ZKLFK�KDV�EHHQ�IRXQG�WR�SURPRWH�WUDGH��&LQJDQR�DQG�3LQRWWL��������DV�
ZHOO�DV�VRXQG�SROLFLHV�DQG�LQVWLWXWLRQV�PRUH�EURDGO\��/D�3RUWD�HW�DO���������7DEHOOLQL��������
1DQQLFLQL�HW�DO�����������

,QWHUQDWLRQDO�SHHU�SUHVVXUH�PDWWHUV��VXJJHVWLQJ�WKDW�*���FRXQWULHV�FDQ�OHDG�E\�H[DPSOH��$�
JLYHQ�FRXQWU\�DSSHDUV�PRUH�OLNHO\�WR�XQGHUWDNH�UHIRUP�LQ�D�SDUWLFXODU�DUHD�ZKHQ�QHLJKERULQJ�
FRXQWULHV�RU�WUDGH�SDUWQHUV�GR�VR³RQH�LOOXVWUDWLRQ�LV�WKH�ZDYH�RI�SURGXFW�PDUNHW�UHIRUPV�LQ�
QHWZRUN�LQGXVWULHV�WKDW�WRRN�SODFH�DFURVV�PDQ\�DGYDQFHG�DQG�VRPH�HPHUJLQJ�HFRQRPLHV�GXULQJ�
WKH�����V�DQG�HDUO\�����V� &RRUGLQDWHG�SROLFLHV�FRXOG�DOVR�DPSOLI\�WKH�KHOSIXO�HIIHFWV�RI�
LQGLYLGXDO�SROLF\�DFWLRQV�WKURXJK�SRVLWLYH�FURVV�ERUGHU�VSLOORYHUV�

,,����6WUHQJWKHQLQJ�,QVWLWXWLRQV�

8QGHUVWDQGLQJ�)LVFDO�3RVLWLRQV�DQG�5LVNV�

)LVFDO�WUDQVSDUHQF\�DQG�UREXVW�PDQDJHPHQW�RI�ILVFDO�ULVNV�KDYH�EHFRPH�LQFUHDVLQJO\�
XUJHQW��)LUVW��ORZ�JURZWK�DQG�DJLQJ�SRSXODWLRQV�DUH�FUHDWLQJ�SHUVLVWHQW�VWUDLQV�RQ�SXEOLF�VHFWRU�
EDODQFH�VKHHWV�LQ�DGYDQFHG�DQG�HPHUJLQJ�HFRQRPLHV��&OHPHQWV�DQG�RWKHUV���������6HFRQG��

7DEOH����3DVW�ODERU�DQG�SURGXFW�PDUNHW�UHIRUPV�LQ�DGYDQFHG�HFRQRPLHV��FRQWULEXWLQJ�IDFWRUV
&DWHJRU\

305 (35�UHJ� (35�WHPS� 8% 8%�FRQG� $/03

,QLWLDO�6WDQFH � � � � � ±

,QWHUQDWLRQDO�6SLOORYHUV � � � � � ±

� � � � � �

$JHLQJ � � � � �

6RXUFH��,0)�VWDII�HVWLPDWHV��)RU�GHWDLOV��VHH�'XYDO��)XUFHUL�DQG�0LHWKH��IRUWKFRPLQJ��

$UHD�RI�5HIRUPV

:HDN�(FRQRPLF�&RQGLWLRQV

1RWH��7KH�WDEOH�VKRZV�UHVXOWV�IURP�D�V\VWHPDWLF�HFRQRPHWULF�DQDO\VLV�RI�WKH�GULYHUV�RI�PDMRU�ODERU�DQG�SURGXFW�
PDUNHW�UHIRUPV���� �SRVLWLYH�HIIHFW�RQ�UHIRUPV��±� �QHJDWLYH�HIIHFW�RQ�UHIRUPV��
$/03� �DFWLYH�ODERU�PDUNHW�SROLFLHV��(35�UHJ�� �HPSOR\PHQW�SURWHFWLRQ�UHIRUPV��UHJXODU�ZRUNHUV��(35�WHPS�� �
HPSOR\PHQW�SURWHFWLRQ�UHIRUPV��WHPSRUDU\�ZRUNHUV��305� �SURGXFW�PDUNHW�UHJXODWLRQV��8%� �XQHPSOR\PHQW�
EHQHILWV��8%�FRQG�� �XQHPSOR\PHQW�EHQHILWV�ZLWK�FRQGLWLRQDOLW\��



ϭϭ�

SXEOLF�GHEW�WR�*'3�UDWLRV�KDYH�UHDFKHG�XQSUHFHGHQWHG�OHYHOV��*URVV�JHQHUDO�JRYHUQPHQW�GHEW�LV�
H[SHFWHG�WR�EH�DURXQG����DQG�����SHU�FHQW�RI�*'3�DFURVV�*����HPHUJLQJ�PDUNHW�DQG�DGYDQFHG�
HFRQRPLHV�UHVSHFWLYHO\�LQ�������7KLUG��ILVFDO�ULVNV�SRVH�D�VHYHUH�WKUHDW�WR�SXEOLF�ILQDQFHV�DQG�GHEW�
VXVWDLQDELOLW\��)LVFDO�VKRFNV�WHQG�WR�EH�ODUJH��ELDVHG�WR�WKH�GRZQVLGH��FRUUHODWHG��ZLWK�KLJKO\�
QRQOLQHDU�LPSDFW��:KLOH�PDFURHFRQRPLF�DQG�ILQDQFLDO�VHFWRU�VKRFNV�WHQG�WR�EH�WKH�PRVW�
GDPDJLQJ��WKH�UHDOL]DWLRQ�RI�RWKHU�FRQWLQJHQW�OLDELOLWLHV�FDQ�DOVR�EH�FRVWO\��%RYD�DQG�RWKHUV��
�������

3UHVVLQJ�RQ�WRZDUG�JUHDWHU�ILVFDO�WUDQVSDUHQF\�

6WUHQJWKHQLQJ�ILVFDO�WUDQVSDUHQF\�FDQ�KHOS�JRYHUQPHQWV�EHWWHU�XQGHUVWDQG�WKHLU�
XQGHUO\LQJ�ILVFDO�SRVLWLRQ��WKH�LPSDFW�RI�DQ\�SROLF\�FKDQJHV��DQG�ULVNV�WR�WKH�ILVFDO�RXWORRN�
)LVFDO�WUDQVSDUHQF\�SURYLGHV�OHJLVODWXUHV��PDUNHWV��DQG�FLWL]HQV�ZLWK�WKH�LQIRUPDWLRQ�WKH\�QHHG�WR�
PDNH�HIILFLHQW�ILQDQFLDO�GHFLVLRQV�DQG�WR�KROG�JRYHUQPHQWV�DFFRXQWDEOH�IRU�WKHLU�ILVFDO�
SHUIRUPDQFH�DQG�WKHLU�XWLOL]DWLRQ�RI�SXEOLF�UHVRXUFHV��*UHDWHU�WUDQVSDUHQF\�FDQ�DOVR�KHOS�
XQGHUSLQ�FUHGLELOLW\�DQG�PDUNHW�FRQILGHQFH��(PSLULFDO�HYLGHQFH�SRLQWV�WR�D�SRVLWLYH�UHODWLRQVKLS�
EHWZHHQ�WKH�GHJUHH�RI�ILVFDO�WUDQVSDUHQF\�DQG�VRYHUHLJQ�FUHGLW�UDWLQJV��,0)���������

7KH�,0)·V�)LVFDO�7UDQVSDUHQF\�&RGH�ZDV�UHYLVHG�LQ������DQG�HVWDEOLVKHG�LQWHUQDWLRQDO�
VWDQGDUGV�IRU�GLVFORVXUH�DQG�DQDO\VLV�RI�ILVFDO�LQIRUPDWLRQ���

� )LVFDO�UHSRUWV�VKRXOG�SURYLGH�D�FRPSUHKHQVLYH��UHOHYDQW��WLPHO\��DQG�UHOLDEOH�RYHUYLHZ�RI�WKH�
JRYHUQPHQW·V�ILQDQFLDO�SRVLWLRQ�DQG�SHUIRUPDQFH��

� %XGJHWV�DQG�WKHLU�XQGHUO\LQJ�ILVFDO�IRUHFDVWV�VKRXOG�SURYLGH�D�FOHDU�VWDWHPHQW�RI�WKH�
JRYHUQPHQW·V�EXGJHWDU\�REMHFWLYHV�DQG�SROLF\�LQWHQWLRQV��DQG�FRPSUHKHQVLYH��WLPHO\��DQG�
FUHGLEOH�SURMHFWLRQV�RI�WKH�HYROXWLRQ�RI�WKH�SXEOLF�ILQDQFHV��

� *RYHUQPHQWV�VKRXOG�GLVFORVH��DQDO\]H��DQG�PDQDJH�ULVNV�WR�SXEOLF�ILQDQFHV�DQG�HQVXUH�
HIIHFWLYH�FRRUGLQDWLRQ�RI�ILVFDO�GHFLVLRQ�PDNLQJ�DFURVV�WKH�SXEOLF�VHFWRU��VHH�QH[W�VHFWLRQ���

$QDO\]LQJ�DQG�PDQDJLQJ�ILVFDO�ULVNV�

,Q�WKH�FXUUHQW�HQYLURQPHQW�RI�KLJK�SXEOLF�GHEW�LQ�PDQ\�FRXQWULHV��JRYHUQPHQWV�QHHG�WR�
EHWWHU�XQGHUVWDQG�WKH�VL]H�DQG�QDWXUH�RI�WKH�SRWHQWLDO�ILVFDO�ULVNV�WKH\�IDFH�DQG�WKHLU�
LPSOLFDWLRQV�IRU�SXEOLF�ILQDQFHV��7R�GHYHORS�D�FRPSOHWH�XQGHUVWDQGLQJ�RI�WKHLU�ILVFDO�H[SRVXUHV�
DQG�SXW�LQ�SODFH�FRPSUHKHQVLYH�ULVN�PDQDJHPHQW�VWUDWHJLHV��JRYHUQPHQWV�QHHG�WR�

� ,GHQWLI\�WKH�PDLQ�VRXUFHV�RI�ILVFDO�ULVNV�WKH\�IDFH�DQG�GHYHORS�WRROV�IRU�ILVFDO�ULVNV�
DQDO\VLV��7KH�DSSURDFK�DGRSWHG�VKRXOG�GHSHQG�RQ�D�FRXQWU\·V�OHYHO�RI�LQVWLWXWLRQDO�
GHYHORSPHQW��&RXQWULHV�VKRXOG�LQLWLDOO\�FRQVWUXFW�DOWHUQDWLYH�PDFURHFRQRPLF�VFHQDULRV�WR�
DVVHVV�WKH�LPSDFW�RI�SODXVLEOH�VKRFNV�RQ�SXEOLF�ILQDQFHV�DQG�SUHSDUH�FRPSUHKHQVLYH�DQG�
TXDQWLILHG�ILVFDO�ULVN�VWDWHPHQWV��&RXQWULHV�ZLWK�PRUH�GHYHORSHG�ULVN�PRGHOLQJ�FDSDFLW\�
VKRXOG�XQGHUWDNH�SHULRGLF�VWUHVV�WHVWV�RI�WKH�SXEOLF�ILQDQFHV��FRPELQLQJ�VWRFKDVWLF�VKRFNV�WR�
NH\�PDFURHFRQRPLF�YDULDEOHV�DQG�UHDOL]DWLRQ�RI�UHODWHG�FRQWLQJHQW�OLDELOLWLHV��,0)������G��������



ϭϮ�

� 'HWHUPLQH�ZKHWKHU�PLWLJDWLQJ�LQVWUXPHQWV�VKRXOG�EH�XVHG�WR�UHGXFH�ILVFDO�H[SRVXUH��
7KH�GLYHUVH�DUUD\�RI�SRWHQWLDO�VKRFNV�VXJJHVWV�WKHUH�LV�QR�´PDJLF�EXOOHWµ�WR�VDIHJXDUGLQJ�
SXEOLF�ILQDQFHV�DQG�WKDW�D�UDQJH�RI�WRROV�PD\�EH�QHHGHG��0LWLJDWLQJ�PHDVXUHV�FDQ�LQFOXGH��
SODFLQJ�OLPLWV�RQ�ILVFDO�H[SRVXUH��UHJXODWLRQV�WR�UHGXFH�ULVN\�EHKDYLRU��DQG�WUDQVIHUULQJ�ULVNV�
WR�WKLUG�SDUWLHV���7KH�FKRLFH�RI�LQVWUXPHQW�GHSHQGV�RQ�WKH�QDWXUH�RI�ULVNV�FRXQWULHV�IDFH��WKH�
FRVW�WUDGHRII�EHWZHHQ�PLWLJDWLQJ�DQG�DFFRPPRGDWLQJ�ULVNV��DQG�LQVWLWXWLRQDO�FDSDFLWLHV���

� $VVHVV�ZKHWKHU EXGJHW�SURYLVLRQV�RU�EXIIHU�IXQGV�VKRXOG�EH�XVHG�WR�KHOS�DEVRUE�ULVNV�
WKDW�DUH�QRW�PLWLJDWHG��*RRG�SUDFWLFH�LQFOXGHV�H[SHQVLQJ�LQ�WKH�EXGJHW�WKH�H[SHFWHG�FRVWV�
RI�ULVNV�WKDW�DUH�KLJKO\�SUREDEOH��FUHDWLQJ�EXGJHW�FRQWLQJHQFLHV�IRU�PRGHUDWH�DQG�SRVVLEOH�
ILVFDO�ULVNV��DQG�DVVHVVLQJ�ZKHWKHU�WKHUH�LV�D�QHHG�WR�VHW�DVLGH�ILQDQFLDO�DVVHWV�WR�PHHW�WKH�
FRVWV�RI�ODUJHU�ULVNV�VKRXOG�WKH\�PDWHULDOL]H��7KLV�PD\�EH�SDUWLFXODUO\�UHOHYDQW�IRU�FRXQWULHV�
WKDW�IDFH�D�KLJK�ULVN�WKDW�WKHLU�DFFHVV�WR�LQWHUQDWLRQDO�FDSLWDO�PDUNHWV�ZLOO�EH�GLVUXSWHG�GXULQJ�
WLPHV�RI�VWUHVV����

� 'HWHUPLQH�ZKHWKHU�DGGLWLRQDO�ILVFDO�KHDGURRP�LV�QHHGHG�WR�DFFRPPRGDWH�VRPH�RU�DOO�
RI�UHWDLQHG�ILVFDO�ULVNV��6RPH�ULVNV�PD\EH�WRR�ODUJH�WR�SURYLVLRQ�IRU��WRR�FRVWO\�WR�PLWLJDWH��
RU�VLPSO\�QRW�NQRZQ�ZLWK�D�VXIILFLHQW�GHJUHH�RI�SUHFLVLRQ��*RYHUQPHQWV�VKRXOG�WDNH�DFFRXQW�
RI�WKHVH�ULVNV�LQ�VHWWLQJ�ORQJ�UXQ�ILVFDO�WDUJHWV�RU�DW�OHDVW�HQVXUH�WKH\�KDYH�D�VXIILFLHQW�VDIHW\�
PDUJLQ�UHODWLYH�WR�WKHLU�GHEW�FHLOLQJV�GHILQHG�LQ�WKHLU�ILVFDO�UXOHV��,0)������G���

7R�DVVLVW�LQ�LPSOHPHQWLQJ�WKH�DERYH�IUDPHZRUN��DQG�HQVXUH�D�FRPSOHWH�XQGHUVWDQGLQJ�RI�
ILVFDO�H[SRVXUHV�DQG�WKHLU�LQWHUDFWLRQV��JRYHUQPHQWV�VKRXOG�FHQWUDOL]H�RYHUDOO�ILVFDO�ULVN�
RYHUVLJKW�LQ�D�FHQWUDO�ERG\��$�FHQWUDOL]HG�XQLW�FDQ�PRQLWRU�DQG�DVVHVV�WKH�PDJQLWXGH�RI�WKH�
JRYHUQPHQW·V�RYHUDOO�H[SRVXUH�WR�ULVN�DQG�FRQVLGHU�SRVVLEOH�LQWHUGHSHQGHQFLHV�EHWZHHQ�GLIIHUHQW�
VRXUFHV�RI�ULVNV��DV�ZHOO�DV�DVVHVV�ZKHWKHU�WKHVH�ULVNV�DUH�EHLQJ�DGHTXDWHO\�PDQDJHG�

5HLQIRUFLQJ�)LVFDO�,QVWLWXWLRQV�

)LVFDO�LQVWLWXWLRQV�DUH�LPSRUWDQW�WRROV�WR�HQKDQFH�PDFURHFRQRPLF�UHVLOLHQFH��7KH\�HQVXUH�
WKDW�WKH�GHVLJQ�DQG�LPSOHPHQWDWLRQ�RI�ILVFDO�SROLFLHV�LV�FRQVLVWHQW�ZLWK�WKH�REMHFWLYHV�RI�ILVFDO�
VXVWDLQDELOLW\�DQG�HFRQRPLF�VWDELOL]DWLRQ��,Q�SDUWLFXODU��ILVFDO�UXOHV�FDQ�KHOS�WKH�DXWKRULWLHV�
HVWDEOLVK�ILVFDO�WDUJHWV�WKDW�VXSSRUW�ILVFDO�GLVFLSOLQH��&RPELQHG�ZLWK�ILVFDO�FRXQFLOV��ILVFDO�UXOHV�FDQ�
UDLVH�WKH�ILQDQFLDO�DQG�UHSXWDWLRQDO�FRVWV�RI�GHYLDWLQJ�IURP�WKH�DQQRXQFHG�WDUJHWV��%\�
HVWDEOLVKLQJ�PXOWL�\HDU�H[SHQGLWXUH�FHLOLQJV��PHGLXP�WHUP�EXGJHW�IUDPHZRUNV��07%)V��SURYLGH�D�
SODWIRUP�WR�SODQ��H[SODLQ��DQG�GHOLYHU�ILVFDO�SURJUDPV��WKHUHE\�LPSURYLQJ�WKH�SUHGLFWDELOLW\�DQG�
WKH�FUHGLELOLW\�RI�ILVFDO�SROLF\��,Q�GRLQJ�VR��DOO�WKHVH�ILVFDO�LQVWLWXWLRQV�KHOS�EXLOG�EXIIHUV�LQ�JRRG�
WLPHV�WR�DFFRXQW�IRU�ILVFDO�ULVNV�DQG�FUHDWH�ILVFDO�VSDFH�IRU�FRXQWHUF\FOLFDO�SROLFLHV�GXULQJ�EDG�
WLPHV��WKHUHE\�LPSURYLQJ�WKH�DELOLW\�RI�HFRQRPLHV�WR�RYHUFRPH�VKRFNV���

'HYHORSLQJ�VROLG�UXOHV�EDVHG�ILVFDO�IUDPHZRUNV�

$�UXOHV�EDVHG�ILVFDO�IUDPHZRUN�VKRXOG�EH�VWUXFWXUHG�DURXQG�WZR�PDLQ�SLOODUV��D�PHGLXP�
WHUP�ILVFDO�DQFKRU�OLQNHG�WR�WKH�ILQDO�REMHFWLYH�RI�ILVFDO�SROLF\�DQG�RQH��RU�VHYHUDO��

� ,0)������G��SURYLGHV�IXUWKHU�GHWDLOV�RQ�JRRG�SUDFWLFHV�LQ�PDQDJLQJ�D�UDQJH�RI�VSHFLILF�ILVFDO�ULVNV�
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RSHUDWLRQDO�WDUJHW�V��RQ�ILVFDO�DJJUHJDWHV��(\UDXG�DQG�:X���������$�QDWXUDO�DQFKRU�LV�WKH�GHEW�
UDWLR��ZKLFK�SURYLGHV�D�JXLGH�IRU�ERWK�H[SHFWDWLRQV�DQG�QHDUHU�WHUP�SROLFLHV��FUHDWHV�DQ�XSSHU�
OLPLW�WR�UHSHDWHG�ILVFDO�VOLSSDJHV��DQG�ZKRVH�WKUHVKROG�FDQ�EH�FDOLEUDWHG�WR�HQVXUH�ILVFDO�
VXVWDLQDELOLW\��,Q�DGGLWLRQ��WKH�IUDPHZRUN�VKRXOG�LQFOXGH�VKRUWHU�WHUP�RSHUDWLRQDO�WDUJHW�V���ZKLFK�
DUH�XQGHU�WKH�GLUHFW�FRQWURO�RI�JRYHUQPHQWV��ZKLOH�DOVR�KDYLQJ�D�FORVH�DQG�SUHGLFWDEOH�OLQN�WR�
GHEW�G\QDPLFV��7R�WKH�H[WHQW�SRVVLEOH��WKHVH�WDUJHWV�VKRXOG�EH�HDV\�WR�PRQLWRU��DQG�VHUYH�WR�
FRPPXQLFDWH�WKH�ILVFDO�VWDQFH�WR�WKH�SXEOLF��7KHUH�LV�D�ZLGH�UDQJH�RI�RSWLRQV�IRU�RSHUDWLRQDO�
WDUJHWV��VXFK�DV�DQ�RYHUDOO�EDODQFH�UXOH�RU�DQ�H[SHQGLWXUH�UXOH��EXW�WKH�FKRLFH�RI�ZKLFK�WR�XVH�ZLOO�
GHSHQG�RQ�HFRQRPLF�FLUFXPVWDQFHV�DQG�FRXQWU\�VSHFLILF�LQVWLWXWLRQV��,0)������E���

7KH�UXOH�EDVHG�IUDPHZRUN�QHHGV�WR�EH�VLPSOH�DQG�WUDQVSDUHQW�WR�HQVXUH�FUHGLEOH�DQG�
VXVWDLQDEOH�ILVFDO�SROLFLHV�YLD�PDUNHW�GLVFLSOLQH�DQG�SXEOLF�SUHVVXUH��7KH�IUDPHZRUN�VKRXOG�
EH�HDV\�WR�XQGHUVWDQG�DQG�PRQLWRU�E\�ILQDQFLDO�PDUNHWV�DQG�WKH�SXEOLF��WKXV�LQFUHDVLQJ�WKH�
HFRQRPLF�DQG�SROLWLFDO�FRVWV�RI�QRQ�FRPSOLDQFH��7KH�VLPSOLFLW\�FULWHULRQ�DSSOLHV�WR�LQGLYLGXDO�
UXOHV�EXW�DOVR�WR�WKH�IUDPHZRUN�DV�D�ZKROH��DQ�H[FHVVLYH�QXPEHU�RI�UXOHV��DV�LQ�WKH�FDVH�RI�WKH�
(XURSHDQ�6WDELOLW\�DQG�*URZWK�3DFW��FUHDWHV�ULVNV�RI�LQFRQVLVWHQF\�DQG�RYHUODS��ZLWK�VRPH�UXOHV�
GRPLQDWLQJ�RWKHUV�DQG�SRWHQWLDOO\�VHQGLQJ�FRQIOLFWLQJ�VLJQDOV��&RPSOLFDWHG�IUDPHZRUNV�LPSHGH�
FRPSOLDQFH��DQG�SURYLGH�VFRSH�WR�H[SORLW�ORRSKROHV�RU�PDUJLQV�IRU�LQWHUSUHWDWLRQ��$QGUOH�DQG�
RWKHUV����������

$W�WKH�VDPH�WLPH��ILVFDO�UXOHV�QHHG�WR�EH�IOH[LEOH�HQRXJK�WR�GHDO�ZLWK�HFRQRPLF�VKRFNV�
)LVFDO�UXOHV�VKRXOG�EH�ELQGLQJ�LQ�JRRG�WLPHV�WR�KHOS�EXLOG�EXIIHUV��EXW�DOVR�SURYLGH�HQRXJK�URRP�
WR�PDQHXYHU�GXULQJ�EDG�WLPHV�ZKHQ�WKH�HFRQRP\�LV�ZHDN�DQG�ILVFDO�ULVNV�WHQG�WR�PDWHULDOL]H��
6XFK�IOH[LELOLW\�FDQ�EH�DFKLHYHG�E\�H[SUHVVLQJ�UXOHV�LQ�VWUXFWXUDO�WHUPV�DQG�RU�HVWDEOLVKLQJ�ZHOO�
GHILQHG�HVFDSH�FODXVHV�ZKLFK�DOORZ�JRYHUQPHQWV�WR�WHPSRUDULO\�GHYLDWH�IURP�WKHLU�VWDWHG�ILVFDO�
REMHFWLYHV�LQ�WKH�IDFH�RI�H[FHSWLRQDO�VKRFNV��([SHQGLWXUH�UXOHV�FDQ�EH�HIIHFWLYH�DW�VWDELOL]LQJ�WKH�
HFRQRP\��ZKLOH�UHPDLQLQJ�WUDQVSDUHQW�DQG�HDV\�WR�RSHUDWLRQDOL]H��&RUGHV�DQG�RWKHUV���������

(IIHFWLYH�ILVFDO�UXOHV�UHTXLUH�VWURQJ�DQG�WUDQVSDUHQW�HQIRUFHPHQW�PHFKDQLVPV��)RUPDO�
HQIRUFHPHQW�SURFHGXUHV�VKRXOG�UHO\�RQ�PHFKDQLVPV�PD[LPL]LQJ�UHSXWDWLRQDO�FRVW�DQG�RU�
PDQGDWLQJ�FRUUHFWLYH�DFWLRQV��5HSXWDWLRQDO�FRVWV�FDQ�EH�LQFUHDVHG�LQ�YDULRXV�ZD\V��LQFOXGLQJ�D�
FRXUW�UXOLQJ�GHFODULQJ�XQFRQVWLWXWLRQDO�YLRODWLRQV�RI�WKH�UXOH��RU�DQ�REOLJDWLRQ�WR�SXEOLFO\�H[SODLQ�
GHYLDWLRQV��$XWRPDWLF�PHFKDQLVPV�WKDW�FRUUHFW�IRU�SDVW�GHYLDWLRQV�IURP�ILVFDO�WDUJHWV�KDYH�
HPHUJHG�DPRQJ�VHFRQG�JHQHUDWLRQ�UXOHV�DV�D�WRRO�WR�VWUHQJWKHQ�HQIRUFHPHQW��VLQFH�WKH\�UHTXLUH�
´XQGRLQJµ�SDVW�ILVFDO�H[FHVVHV�DQG�GHWHUPLQH�WKH�SDWK�EDFN�WR�WKH�ILVFDO�UXOH��6FKDHFKWHU�DQG�
RWKHUV���������(PERG\LQJ�UXOHV�LQ�KLJK�OHYHO�QDWLRQDO�OHJLVODWLRQ�KDV�SURYHG�HIIHFWLYH�WR�LPSURYH�
WKHLU�HQIRUFHPHQW��$VDWU\DQ�DQG�RWKHUV���������7R�WKLV�HIIHFW��HQVXULQJ�WKH�FRQVLVWHQF\�EHWZHHQ�
VXSUDQDWLRQDO�DQG�QDWLRQDO�UXOHV�DPRQJ�FXUUHQF\�XQLRQV�LV�UHFRPPHQGHG��DV�WKH�ODWWHU�FRXOG�
WDNH�OHJDO�SUHFHGHQFH�RYHU�WKH�IRUPHU��)LQDOO\��3)0�DUUDQJHPHQWV��VXFK�DV�PHGLXP�WHUP�
IRUHFDVWLQJ��SODQQLQJ�DQG�UHSRUWLQJ�KHOS�VXSSRUW�EHWWHU�PRQLWRULQJ�DQG�LPSOHPHQWDWLRQ�RI�ILVFDO�
UXOHV��VHH�EHORZ����
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'HVLJQLQJ�HIIHFWLYH�07%)V�

6RPH�DSSURDFKHV�WR�07%)V�DUH�PRUH�VXFFHVVIXO�WKDQ�RWKHUV�LQ�EDODQFLQJ�PHGLXP�WHUP�
FHUWDLQW\�DJDLQVW�IOH[LELOLW\��+DUULV�DQG�RWKHUV���������%LQGLQJ�07%)V��ZKLFK�FRQVWUDLQ�IXWXUH�
SROLF\�GHFLVLRQV�EH\RQG�WKH�EXGJHW�\HDU��DUH�IRXQG�WR�EH�PRUH�HIIHFWLYH�WKDQ�LQGLFDWLYH�PRGHOV�
�ZKLFK�RQO\�SURYLGH�PXOWL\HDU�H[SHQGLWXUH�DQG�UHYHQXH�HVWLPDWHV�WR�UHIOHFW�WKH�FRVW�RI�FXUUHQW�
SROLFLHV��LQ�SURPRWLQJ�ILVFDO�GLVFLSOLQH�DQG�HQDEOLQJ�PXOWL�\HDU�H[SHQGLWXUH�SODQQLQJ��,QVWLWXWLRQDO�
SUHFRQGLWLRQV�DUH�FULWLFDO�WR�WKH�VXFFHVV�RI�07%)V³LQ�SDUWLFXODU�D�FUHGLEOH�DQQXDO�EXGJHW��EDVHG�
RQ�SUXGHQW�PDFURHFRQRPLF�DVVXPSWLRQV��JXLGHG�E\�VWDEOH�DQG�WUDQVSDUHQW�ILVFDO�REMHFWLYHV��DQG�
LPSOHPHQWHG�WKURXJK�D�FRPSUHKHQVLYH�DQG�XQLILHG�WRS�GRZQ�EXGJHW�SURFHVV��07%)V�UHTXLUH�
WKH�DELOLW\�RI�JRYHUQPHQW�WR�SULRULWL]H�H[SHQGLWXUH�ZLWKLQ�WKH�PHGLXP�WHUP�HQYHORSHV�DQG�
FRQWDLQ�H[SHQGLWXUH�SUHVVXUHV��)LQDOO\��HIIHFWLYH�07%)V�FRPELQH�GLVFLSOLQH�ZLWK�UHVSRQVLYHQHVV�WR�
VKRFNV��ZKLFK�FDQ�EH�DFKLHYHG�LQ�D�QXPEHU�RI�ZD\V��LQFOXGLQJ�E\�H[FOXGLQJ�F\FOLFDOO\��VHQVLWLYH�
H[SHQGLWXUHV�IURP�PXOWL�\HDU�VSHQGLQJ�FHLOLQJV���

7KH�V\QHUJLHV�EHWZHHQ�ILVFDO�UXOHV�DQG�07%)V�VKRXOG�EH�H[SORLWHG��%\�FRQVWUDLQLQJ�ILVFDO�
DJJUHJDWHV�VXFK�DV�ILVFDO�GHILFLWV��ILVFDO�UXOHV�SURYLGH�D�JOREDO�HQYHORSH�IRU�WKH�IRUPXODWLRQ�RI�
GHWDLOHG�PHGLXP�WHUP�H[SHQGLWXUH�FHLOLQJV��$W�WKH�VDPH�WLPH��07%)V��E\�HQVXULQJ�WKDW�SROLF\�
REMHFWLYHV�RI�VSHFLILF�VHFWRUV�DUH�FRQVLVWHQW�ZLWK�DJJUHJDWH�H[SHQGLWXUH�OLPLWV��DQG�VXSSRUW�ILVFDO�
UXOH�FRPSOLDQFH�DQG�FUHGLELOLW\��

6HWWLQJ�XS�HIIHFWLYH�ILVFDO�FRXQFLOV�

)LVFDO�FRXQFLOV³ZKRVH�PDLQ�IXQFWLRQ�LV�WR�DVVHVV�ILVFDO�SROLFLHV��SODQV��DQG�SHUIRUPDQFH³
LPSURYH�SROLF\PDNHUV·�LQFHQWLYHV�WR�RSW�IRU�VRXQG�ILVFDO�SROLFLHV��,0)���������)LUVW��E\�
IRVWHULQJ�WUDQVSDUHQF\�RYHU�WKH�SROLWLFDO�F\FOH��D�ILVFDO�FRXQFLO�LPSURYHV�GHPRFUDWLF�DFFRXQWDELOLW\�
DQG�GLVFRXUDJH�RSSRUWXQLVWLF�VKLIWV�LQ�ILVFDO�SROLF\��H�J���SUH�HOHFWRUDO�VSHQGLQJ�VSUHH���6HFRQG��
WKURXJK�LQGHSHQGHQW�DQDO\VLV�DQG�IRUHFDVWV��VXFK�ERGLHV�UDLVH�SXEOLF�DZDUHQHVV�DERXW�WKH�
FRQVHTXHQFHV�RI�FHUWDLQ�SROLF\�SDWKV��DQG�UDLVH�WKH�UHSXWDWLRQDO�DQG�HOHFWRUDO�FRVWV�RI�XQVRXQG�
SROLFLHV�DQG�EURNHQ�FRPPLWPHQWV��7KLUG��D�ILVFDO�FRXQFLO�SURYLGHV�GLUHFW�LQSXWV�WR�WKH�EXGJHW�
SURFHVV³H�J���IRUHFDVWV�RU�DVVHVVPHQWV�RI�VWUXFWXUDO�SRVLWLRQV³WKHUHE\�FORVLQJ�WHFKQLFDO�
ORRSKROHV�WKDW�DOORZ�JRYHUQPHQWV�WR�FLUFXPYHQW�QXPHULFDO�ILVFDO�UXOHV��

)LVFDO�FRXQFLOV�DUH�PRUH�HIIHFWLYH�LI�WKH\�DUH�GHVLJQHG�LQ�D�ZD\�WKDW�JXDUDQWHHV�WKHLU�
LQGHSHQGHQFH�DQG�WKH�TXDOLW\�RI�WKHLU�HYDOXDWLRQV��7R�OLPLW�WKH�VFRSH�IRU�SROLWLFDO�LQWHUIHUHQFH��
WKHUH�VKRXOG�EH�PHULW�EDVHG�VHOHFWLRQ�RI�FRXQFLO�PHPEHUV�ZLWK�ORQJ�DQG�QRQ�UHQHZDEOH�WHUPV�
RI�RIILFH��DXWRQRP\�RYHU�WKH�ZRUN�SURJUDP�DQG�VWDIILQJ�GHFLVLRQV��DQG�VWDEOH�DQG�DGHTXDWH�
DQQXDO�UHVRXUFHV��7KH�ILVFDO�FRXQFLO�VKRXOG�EH�DFFRXQWDEOH�WR�LWV�SROLWLFDO�SULQFLSDO��3DUOLDPHQW��
([HFXWLYH�RU�ERWK��DQG�WR�WKH�EURDGHU�SXEOLF����
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%RRVWLQJ�UHYHQXH�DGPLQLVWUDWLRQ�

(IIHFWLYH�UHYHQXH�DGPLQLVWUDWLRQV�DUH�LPSRUWDQW�IRU�HQVXULQJ�JRYHUQPHQWV·�FDSDFLW\�WR�
ILQDQFH�SXEOLF�VSHQGLQJ�DQG�WR�VXSSRUW�PDFURHFRQRPLF�UHVLOLHQFH��5HYHQXH�PRELOL]DWLRQ�
HIIRUWV�DUH�FULWLFDO�IRU�LQYHVWPHQW�LQ�NH\�GHYHORSPHQW�DUHDV��VXFK�DV�LQIUDVWUXFWXUH��HGXFDWLRQ�DQG�
KHDOWK��DQG�WR�VHFXUH�PDFURHFRQRPLF�VWDELOLW\��

$OO�WD[�DGPLQLVWUDWLRQV�IDFH�FRUH�FKDOOHQJHV�WR�GHDO�ZLWK�QRQFRPSOLDQFH�LQ�RUGHU�WR�
PRELOL]H�QHHGHG�UHYHQXHV��,0)������H���&RPSOLDQFH�ZRUVHQHG�PDUNHGO\�LQ�FRXQWULHV�PRVW�
DIIHFWHG�E\�WKH�ILQDQFLDO�FULVLV³YHU\�PXFK�LQGLFDWLQJ�D�ODFN�RI�UHVLOLHQFH�LQ�WKLV�DUHD��DQG�
H[SRVLQJ�VWUXFWXUDO�ZHDNQHVVHV�LQ�PDQ\�WD[�DGPLQLVWUDWLRQV��'XULQJ�DQ�HFRQRPLF�FULVLV�WKH�
SULRULW\�VKRXOG�EH�WR�VDIHJXDUG�UHYHQXHV�WKURXJK�VKRUW�WHUP�DFWLRQV�WR�FRQWDLQ�QRQFRPSOLDQFH�
�E\�IRFXVLQJ�RQ�WKH�JUHDWHVW�ULVNV�LQFOXGLQJ�VWRS�ILOLQJ��XQGHUUHSRUWLQJ��DQG�WD[�DUUHDUV��DQG�WR�
KHOS�WD[SD\HUV�FRSH�ZLWK�WKH�SUHVVXUHV�RI�WKH�FULVLV��WKURXJK�HQKDQFHG�FRPPXQLFDWLRQ��
FRRSHUDWLRQ��DVVLVWDQFH��DQG�IDFLOLWDWLRQ���,0)������D����

0HDVXULQJ�DQG�DQDO\]LQJ�¶FRPSOLDQFH�JDSV·�LV�D�SRZHUIXO�ILUVW�VWHS�WR�DGGUHVVLQJ�
QRQFRPSOLDQFH³DQG�UHGXFLQJ�WKHP�FDQ�UDLVH�VLJQLILFDQW�DPRXQWV��GRLQJ�VR�LQ�D�PDQQHU�
WKDW�HQVXUHV�VXVWDLQDEOH�FRPSOLDQFH�LQ�WKH�IDFH�RI�DGYHUVLW\�LV�FULWLFDO�IRU�PDFUR�UHVLOLHQFH�
(VWLPDWLQJ�DQG�GLVVHFWLQJ�WKH�GLIIHUHQFH�EHWZHHQ�WD[�GXH�DQG�WD[�FROOHFWHG�LV�EHFRPLQJ�D�PRUH�
FRPPRQ�H[HUFLVH��EXW�UHPDLQV�WKH�H[FHSWLRQ³HYHQ�LQ�DGYDQFHG�HFRQRPLHV��7KH�DLP�LV�QRW�WR�
FRPSOHWHO\�HOLPLQDWH�JDSV��EXW�WR�UHGXFH�WKHP��7KLV�FDQ�UDLVH�VLJQLILFDQW�DPRXQWV��IRU�H[DPSOH��
UHGXFHG�9$7�JDSV�LQ�/DWLQ�$PHULFD�LQ�WKH�HDUO\�����V�PD\�KDYH�LQFUHDVHG�UHYHQXH�E\�DERXW����
SHUFHQW��

6RPH�EDVLF�LQVWUXPHQWV�WR�GHWHU�HYDVLRQ³ZLWK�VXSSRUWLYH�WD[�SROLFLHV³DUH�FULWLFDO�IRU�
VWURQJ�FRPSOLDQFH��7KH�YDOXH�RI�ZLWKKROGLQJ�DQG�WKLUG�SDUW\�LQIRUPDWLRQ�LV�ZHOO�HVWDEOLVKHG��
ZKHUH�ERWK�DSSO\��FRPSOLDQFH�LQ�DGYDQFHG�FRXQWLHV�LV�DURXQG����SHUFHQW��HYHQ�ZLWK�RQO\�WKH�
ODWWHU�LW�LV�RYHU����SHUFHQW��7D[SD\HU�VHJPHQWDWLRQ³SULPDULO\�E\�VL]H��EXW�DOVR�LQ�UHJDUG�WR�¶KDUG�
WR�WD[·�VHJPHQWV�VXFK�DV�KLJK�ZHDOWK�LQGLYLGXDOV³LV�LQFUHDVLQJO\�UHFRJQL]HG�DV�NH\�IRU�WDLORULQJ�
DSSURSULDWHO\�ERWK�HQIRUFHPHQW�DFWLRQV�DQG�WKH�SURYLVLRQ�RI�WD[SD\HU�VHUYLFHV��$QG�SROLF\�GHVLJQ�
QHHGV�WR�EH�VHQVLWLYH�WR�FRPSOLDQFH�FKDOOHQJHV��SRLQWLQJ�WR�EURDG�EDVHV�DQG�SRWHQWLDOO\�EOXQWHU�
WRROV�LQ�ORZHU�LQFRPH�FRXQWULHV��6XFK�WRROV�PD\�LQFOXGH�UHOLDQFH�RQ�ZLWKKROGLQJ��DOWKRXJK�
ZLWKKROGLQJ�LV�QRW�IRROSURRI�DQG�PD\�SUHVHQW�ULVNV�WR�UHYHQXH�GXULQJ�D�FULVLV��)LQDOO\��UHYHQXH�
DJHQFLHV�LQ�PRVW�ORZ�LQFRPH�FRXQWULHV�QHHG�WR�LQWHQVLI\�WKH�XVH�RI�WKLUG�SDUW\�LQIRUPDWLRQ��IRU�
H[DPSOH��FURVV�FKHFNLQJ�GDWD�EHWZHHQ�WKH�WD[�DQG�FXVWRPV�DGPLQLVWUDWLRQV��RU�DFFHVVLQJ�
VWDQGDUG�WKLUG�SDUW\�GDWD�IURP�ILQDQFLDO�LQVWLWXWLRQV���WR�UDLVH�FRPSOLDQFH�OHYHOV��

%XLOGLQJ�7UXVWZRUWK\�*RYHUQDQFH�6WUXFWXUHV�

&RUUXSWLRQ�XQGHUPLQHV�WKH�DELOLW\�RI�FRXQWULHV�WR�GHOLYHU�LQFOXVLYH�JURZWK��,W�ZHDNHQV�D�
FRXQWU\·V�FDSDFLW\�WR�WD[��ZHDNHQLQJ�LWV�UHYHQXH�EDVH�DQG�LWV�DELOLW\�WR�SHUIRUP�FRUH�IXQFWLRQV��%\�
LQIODWLQJ�SURFXUHPHQW�FRVWV�DQG�VNHZLQJ�H[SHQGLWXUHV�WR�DUHDV�RI�JUHDWHU�RSSRUWXQLWLHV�IRU�JUDIW��
FRUUXSWLRQ�XQGHUPLQHV�WKH�TXDQWLW\�DQG�TXDOLW\�RI�SXEOLF�VSHQGLQJ��,W�DOVR�GLVFRXUDJHV�SULYDWH�
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VHFWRU�LQYHVWPHQW�WKURXJK�KLJKHU�FRVWV�DQG�XQFHUWDLQWLHV�RI�GRLQJ�EXVLQHVV��ZKLFK�DFW�DV�D�WD[�
DQG�LQFUHDVHV�´FRXQWU\�ULVNµ��,W�FDQ�ZHDNHQ�ILQDQFLDO�RYHUVLJKW�DQG�WKXV�WKUHDWHQ�WKH�VWDELOLW\�RI�
WKH�ILQDQFLDO�V\VWHP��,W�DOVR�SHUSHWXDWHV�LQHIILFLHQF\�E\�SURYLGLQJ�LQFHQWLYHV�WR�GHOD\�DSSURSULDWH�
HFRQRPLF�GHUHJXODWLRQ�DQG�LQQRYDWLRQ�DQG�OLPLWV�HFRQRPLF�G\QDPLVP�E\�DFWLQJ�DV�D�EDUULHU�WR�
WKH�HQWU\�RI�QHZ�PDUNHW�SURYLGHUV��/DVW��FRUUXSWLRQ�HQWUHQFKHV�SRYHUW\�DQG�LQHTXDOLW\�DV�LW�WHQGV�
WR�UHGXFH�VSHQGLQJ�RQ�SXEOLF�VHUYLFHV�VXFK�DV�HGXFDWLRQ�DQG�KHDOWK��XSRQ�ZKLFK�WKH�SRRU�DUH�
PRUH�UHOLDQW��

'XH�WR�LWV�FRPSOH[LW\��DGGUHVVLQJ�FRUUXSWLRQ�GHPDQGV�D�KROLVWLF��PXOWLIDFHWHG�DSSURDFK�
$PRQJ�WKH�VWUDWHJLHV�WKDW�FDQ�EH�DSSOLHG�DUH�HQKDQFLQJ�WKH�WUDQVSDUHQF\�RI�JRYHUQPHQW�
GHFLVLRQV�DQG�WUDQVDFWLRQV��IRU�H[DPSOH��WKURXJK�WKH�)XQG·V�)LVFDO�7UDQVSDUHQF\�&RGH��GLVFXVVHG�
SUHYLRXVO\���D�FUHGLEOH�WKUHDW�RI�SURVHFXWLRQ�DQG�DQ�HIIHFWLYH�DQWL�PRQH\�ODXQGHULQJ�IUDPHZRUN��
DSSURSULDWH�UHJXODWLRQ�WKDW�UHPRYHV�H[FHVVLYH�GLVFUHWLRQ�LQ�WKH�JUDQWLQJ�RI�OLFHQVHV��SHUPLWV�DQG�
RWKHU�DSSURYDOV�WKDW�FRXOG�EH�XVHG�WR�FUHDWH�UHQWV��DQG�SHUKDSV�PRVW�LPSRUWDQWO\��EXLOGLQJ�
HIIHFWLYH�LQVWLWXWLRQV��$�NH\�REMHFWLYH�LV�WR�GHYHORS�FRPSHWHQW�SXEOLF�RIILFLDOV�ZKR�DUH�
LQGHSHQGHQW�RI�ERWK�SULYDWH�LQIOXHQFH�DQG�SROLWLFDO�LQWHUIHUHQFH³DQG�DUH�SURXG�RI�WKHLU�
LQGHSHQGHQFH�

,,,����0DQDJLQJ�5LVNV�IURP�3ULYDWH�6HFWRU�%DODQFH�6KHHWV�

6WUHQJWKHQLQJ�SULYDWH�VHFWRU�EDODQFH�VKHHWV�LV�FULWLFDO�WR�UHVLOLHQFH��([FHVVLYH�OHYHUDJH�RI�WKH�
SULYDWH�VHFWRU�PD\�WUDQVODWH�LQWR�V\VWHPLF�EDQNLQJ�V\VWHP�YXOQHUDELOLWLHV�WKDW�FDQ�LQ�WXUQ�LPSDFW�
JRYHUQPHQW�EDODQFH�VKHHWV��7KH�*OREDO�)LQDQFLDO�&ULVLV�KDV�KLJKOLJKWHG�WKH�FORVH�DQG�FRPSOH[�
UHODWLRQVKLS�EHWZHHQ�EDQNLQJ�V\VWHPV�DQG�WKHLU�VRYHUHLJQV��([SHULHQFH�KDV�VKRZQ�WKDW�WKLV�
UHODWLRQVKLS�PD\�DFW�DV�D�SRZHUIXO�WUDQVPLWWHU�DQG�DPSOLILHU�RI�ILQDQFLDO�VWUHVV��H[DFHUEDWLQJ�ULVNV�
RI�DGYHUVH�IHHGEDFN�ORRSV�WKDW�PD\�SUHFLSLWDWH�WZLQ�FULVHV���

,QFUHDVLQJ�UHVLOLHQFH�UHTXLUHV�UHGXFLQJ�WKH�OLNHOLKRRG�RI�VHYHUH�ILQDQFLDO�DQG�ILVFDO�VWUHVV�
6HYHUDO�UHIRUPV�LQ�WKH�SRVW�FULVLV�SHULRG��LQFOXGLQJ�QHZ�LQWHUQDWLRQDO�VWDQGDUGV�IRU�EDQN�FDSLWDO�
DQG�OLTXLGLW\��KDYH�PDGH�SURJUHVV�WR�EXLOG�VWURQJHU�ILQDQFLDO�LQVWLWXWLRQV�DQG�ORZHUHG�GLVWRUWLRQV�
IURP�FRQWLQJHQW�ILVFDO�VXSSRUW�DQG�ZHDNHQ�WKH�VRYHUHLJQ�EDQN�QH[XV��%XW�PRUH�QHHGV�WR�EH�
GRQH��LQFOXGLQJ�UHGXFLQJ�WKH�SUXGHQWLDO�ELDV�WKDW�IDYRUV�EDQNV·�VRYHUHLJQ�H[SRVXUHV�DQG�
FRPSOHWLQJ�WKH�WLPHO\�LPSOHPHQWDWLRQ�RI�DJUHHG�UHJXODWRU\�UHIRUPV���

5HGXFLQJ�WKH�GHEW�RYHUKDQJ�DOVR�KHOS�HQKDQFH�UHVLOLHQFH��7KLV�UHVWV�RQ�WZR�SLOODUV��UHVWRULQJ�
JURZWK�DQG�UHSDLULQJ�SULYDWH�VHFWRU�EDODQFH�VKHHWV� &RXQWULHV�ZLWK�ORZ�QRPLQDO�JURZWK�ZLOO�WDNH�
ORQJHU�WR�UHGXFH�GHEW�OHYHOV��5HLQKDUW��5HLQKDUW��DQG�5RJRII���������7KHUHIRUH��GHPDQG�
PDQDJHPHQW�SROLFLHV�DQG�VWUXFWXUDO�UHIRUPV�JHDUHG�WRZDUGV�VXSSRUWLQJ�HFRQRPLF�DFWLYLW\�FDQ�
DLG�GHOHYHUDJLQJ��+RZHYHU��ZKHQ�WKH�GHEW�RYHUKDQJ�LV�VHYHUH��SROLFLHV�WR�IDFLOLWDWH�EDODQFH�VKHHW�
UHSDLU�PD\�EH�QHHGHG��HVSHFLDOO\�WR�RYHUFRPH�FRRUGLQDWLRQ�SUREOHPV��PDUNHW�IDLOXUHV��DQG�WKH�
LQDELOLW\�RI�FRUSRUDWHV�WR�DEVRUE�ORVVHV��7KH�HVWDEOLVKPHQW�RI�HIIHFWLYH�GHEW�UHVROXWLRQ�
IUDPHZRUNV�LV�DOVR�HVVHQWLDO�WR�UHGXFLQJ�WKH�GHEW�RYHUKDQJ���



ϭϳ�

0DQDJLQJ�WKH�VRYHUHLJQ�EDQN�QH[XV�

%DQN�DQG�VRYHUHLJQV�DUH�OLQNHG�WKURXJK�PXOWLSOH�FKDQQHOV��)LUVW��EDQNV�W\SLFDOO\�KROG�ODUJH�
DPRXQWV�RI�VRYHUHLJQ�GHEW�RQ�WKHLU�EDODQFH�VKHHWV��$V�WKH�SHUFHLYHG�VDIHVW�DVVHW��VRYHUHLJQ�GHEW�
W\SLFDOO\�SOD\V�D�NH\�UROH�LQ�WKH�RSHUDWLRQ�RI�ILQDQFLDO�V\VWHPV��SURYLGLQJ�D�VWRUH�RI�OLTXLGLW\�
�LQFOXGLQJ�EHFDXVH�RI�LWV�UROH�LQ�FHQWUDO�EDQN�GLVFRXQW�RSHUDWLRQV���D�VDIH�KDYHQ�GXULQJ�ILQDQFLDO�
VWRUPV��DQG�D�UHIHUHQFH�DVVHW�LQ�ILQDQFLDO�PDUNHWV��6HFRQG��EDQNLQJ�V\VWHPV�RSHUDWH�DJDLQVW�D�
EDFNJURXQG�RI�JRYHUQPHQW�VDIHW\�QHWV�DQG�JXDUDQWHHV��GHVLJQHG�WR�UHGXFH�LQIRUPDWLRQ�IULFWLRQV�
LQ�WUDQTXLO�WLPHV�DQG�WR�ORZHU�WKH�SUREDELOLW\�DQG�LPSDFW�RI�ILQDQFLDO�GLVUXSWLRQ�GXULQJ�VHYHUH�
VWUHVV��)LQDOO\��EDQNV�DQG�VRYHUHLJQV�DUH�FRQQHFWHG�WKURXJK�WKHLU�UHVSHFWLYH�LPSDFW��DQG�
GHSHQGHQFH��RQ�DJJUHJDWH�HFRQRPLF�DFWLYLW\���

)LQDQFLDO�GLVWUHVV�FDQ�TXLFNO\�WUDQVPLW�IURP�RQH�VHFWRU�WR�WKH�RWKHU��JHQHUDWLQJ�
GHVWDELOL]LQJ�IHHGEDFN�ORRSV��7KH�SRVLWLYH�IXQFWLRQ�RI�EDQNV·�VRYHUHLJQ�ERQG�KROGLQJV�WXUQV�
LQWR�D�EDODQFH�VKHHW�YXOQHUDELOLW\�VKRXOG�WKH�ILVFDO�SRVLWLRQ�GHWHULRUDWH��DQG�LQ�WKH�ZRUVW�FDVH��
VRYHUHLJQ�GHIDXOWV�W\SLFDOO\�OHDG�WR�D�VKDUS�GHWHULRUDWLRQ�LQ�EDQNLQJ�V\VWHP�KHDOWK�DQG�RXWULJKW�
EDQNLQJ�FULVHV��ZKLFK�LQ�WXUQ�IXUWKHU�FRPSOLFDWHV�WKH�UHVROXWLRQ�RI�WKH�ILVFDO�FULVLV��$FWLYDWLRQ�RI�
FRQWLQJHQW�FRPPLWPHQWV�XQGHU�WKH�ILQDQFLDO�VDIHW\�QHW�PD\�SODFH�D�KHDY\�EXUGHQ�RQ�SXEOLF�
ILQDQFHV��HVSHFLDOO\�LQ�FRXQWULHV�ZLWK�ODUJH�EDQNLQJ�V\VWHPV���$W�WKH�VDPH�WLPH��DQ�LQFUHDVH�LQ�
VRYHUHLJQ�ULVN�PD\�FDVW�GRXEW�RQ�WKH�JRYHUQPHQW·V�DELOLW\�WR�SOD\�VXFK�D�EDFNVWRS�UROH�LQ�WKH�
HYHQW�RI�D�EDQNLQJ�FULVLV��$QG�WKHVH�IHDUV�PD\�LQ�WXUQ�XQGHUPLQH�FRQILGHQFH�LQ�WKH�EDQNLQJ�
V\VWHP�DQG�LQFUHDVH�WKH�FRVW�RI�LWV�OLDELOLWLHV��)LQDOO\��WKH�QHJDWLYH�PDFURHFRQRPLF�HIIHFWV�RI�
VRYHUHLJQ�GLVWUHVV��EDQNLQJ�FULVLV��KDYH�LPPHGLDWH�LPSOLFDWLRQV�IRU�ILQDQFLDO�VWDELOLW\��ILVFDO�
VRXQGQHVV����

3ROLFLHV�DLPHG�DW�UDLVLQJ�UHVLOLHQFH�VKRXOG�VHHN�WR�UHGXFH�WKH�OLNHOLKRRG�RI�VHYHUH�ILQDQFLDO�
DQG�ILVFDO�VWUHVV��DV�ZHOO�DV�ORZHU�WKH�SRWHQF\�RI�WKH�DPSOLILFDWLRQ�PHFKDQLVP��,W�VKRXOG�EH�
UHFRJQL]HG�WKDW�WKH�VRYHUHLJQ�EDQN�QH[XV�FDQ�EH�ZHDNHQHG�EXW�QRW�VHYHUHG��7KH�EHVW�GHIHQVH�
DJDLQVW�QHJDWLYH�IHHGEDFN�ORRSV�LV�QRW�WR�WULJJHU�WKHP��3ROLFLHV�WKDW�VWUHQJWKHQ�WKH�VWDELOLW\�DQG�
ORVV�DEVRUSWLRQ�FDSDFLW\�RI�WKH�ILQDQFLDO�VHFWRU�DQG�SURPRWH�D�VRXQG�ILVFDO�DQG�PDFURHFRQRPLF�
IUDPHZRUN�PD\�QRW�ZHDNHQ�WKH�QH[XV��EXW�ZLOO�FHUWDLQO\�UHGXFH�LWV�SUDFWLFDO�UHOHYDQFH��
&RPSOHPHQWLQJ�VXFK�SROLFLHV�E\�PHDVXUHV�WR�DGGUHVV�GLVWRUWLRQV�WKDW�FXUUHQWO\�VWUHQJWKHQ�WKH�
QH[XV�ZRXOG�\LHOG�DGGLWLRQDO�EHQHILWV����

7KH�FXUUHQW�SUXGHQWLDO�WUHDWPHQW�RI�VRYHUHLJQ�H[SRVXUHV�FUHDWHV�LQFHQWLYHV�IRU�H[FHVVLYH�
KROGLQJV�RI�VRYHUHLJQ�GHEW��,Q�SDUWLFXODU��WKH�ZLGHVSUHDG�DGRSWLRQ�RI�WKH�UHJXODWRU\�RSWLRQ�WR�
H[HPSW�EDQNV·�H[SRVXUHV�WR�WKHLU�GRPHVWLF�VRYHUHLJQ�LQ�GRPHVWLF�FXUUHQF\�IURP�VWDQGDUG�
SUXGHQWLDO�UHJXODWLRQ�HQFRXUDJHV�VXFK�GHEW�KROGLQJ��0RUHRYHU��WKHUH�DUH�LQFRQVLVWHQFLHV�RI�
WUHDWPHQW�DFURVV�GLIIHUHQW�FRPSRQHQWV�RI�WKH�SUXGHQWLDO�IUDPHZRUN��$�EHWWHU�DOLJQPHQW�RI�
SUXGHQWLDO�UHJXODWLRQ�ZLWK�WKH�XQGHUO\LQJ�ULVN�PLJKW�DYRLG�SULFH�GLVWRUWLRQV��FUHDWH�LQFHQWLYHV�IRU�
GLYHUVLILFDWLRQ�RI�FUHGLW�DQG�IRVWHU�ILVFDO�GLVFLSOLQH��$Q\�DGMXVWPHQW�ZRXOG�QHHG�WR�EH�SKDVHG�LQ�
VORZO\�DQG�DIWHU�FOHDU�DVVHVVPHQW�RI�LWV�ZLGHU�LPSOLFDWLRQV��,Q�SDUWLFXODU��PHDVXUHV�VKRXOG�DYRLG�
LQWURGXFLQJ�SUR�F\FOLFDOLW\�LQWR�WKH�V\VWHP���



ϭϴ�

7KH�JOREDO�UHJXODWRU\�UHIRUP�DJHQGD�FRUUHFWV�D�QXPEHU�RI�IDXOW�OLQHV�DQG�VXEVWDQWLDO�
SURJUHVV�KDV�DOUHDG\�EHHQ�DFKLHYHG��1HZ�LQWHUQDWLRQDO�VWDQGDUGV�IRU�EDQN�FDSLWDO�DQG�OLTXLGLW\�
DUH�UDLVLQJ�UHVLOLHQFH��6\VWHPLFDOO\�LPSRUWDQW�EDQNV�KDYH�EHHQ�LGHQWLILHG�DQG�IDFH�DGGLWLRQDO�ORVV�
DEVRUEHQF\�DQG�VXSHUYLVRU\�UHTXLUHPHQWV�FRPPHQVXUDWH�ZLWK�WKH�H[WHUQDOLWLHV�RI�WKHLU�SRWHQWLDO�
IDLOXUH��7KH�LQWURGXFWLRQ�DQG�XSJUDGLQJ�RI�UHVROXWLRQ�UHJLPHV�ZLOO�IXUWKHU�LQFUHDVH�ORVV�
DEVRUEHQF\�DQG�HQDEOH�WKH�UHVROXWLRQ�RI�EDQNV�LQ�DQ�RUGHUO\�PDQQHU��UHGXFLQJ�WKH�QHHG�IRU�
WD[SD\HU�VXSSRUW��5HIRUPV�RI�GHULYDWLYHV�PDUNHWV�UHGXFH�WKH�SRWHQWLDO�IRU�FRQWDJLRQ��OLPLWLQJ�WKH�
FRVWV�RI�IDLOXUH��$QG�DSSOLFDWLRQ�RI�PDFURSUXGHQWLDO�SROLF\�IUDPHZRUNV�KHOSV�DXWKRULWLHV�PDQDJH�
DQG�FRQWDLQ�SRWHQWLDO�V\VWHPLF�ULVNV��7KLV�SURJUHVV�QRWZLWKVWDQGLQJ��IXUWKHU�HIIRUWV�DUH�QHHGHG�WR�
HQVXUH�WKDW�ILQDQFLDO�ULVNV�DUH�IXOO\�SULFHG�DQG�WKDW�VXIILFLHQW�FDSLWDO�DQG�OLTXLGLW\�EXIIHUV�DUH�KHOG�
DJDLQVW�WKHP��

)XOO�DQG�WLPHO\�LPSOHPHQWDWLRQ�RI�WKH�UHIRUPV�ZRXOG�DOORZ�WKH�ILQDQFLDO�V\VWHP�WR�RSHUDWH�
DV�D�VKRFN�DEVRUEHU�UDWKHU�WKDQ�VKRFN�WUDQVPLWWHU��,PSOHPHQWDWLRQ�LV�RQJRLQJ�EXW�UHPDLQV�
LQFRPSOHWH��3URJUHVV�RQ�EDQN�UHVROXWLRQ�LV�VWHDG\�EXW�VORZ��&RPSOHWLQJ�WKH�ZRUN�WR�HQKDQFH�WKH�
UHVLOLHQFH�DQG�UHVROYDELOLW\�RI�FHQWUDO�FRXQWHUSDUWLHV��&&3V��UHPDLQV�DQ�LPSRUWDQW�SULRULW\�JLYHQ�
WKHLU�V\VWHPLF�QDWXUH��$GGUHVVLQJ�SRWHQWLDO�VWUXFWXUDO�YXOQHUDELOLWLHV�LQ�WKH�QRQ�EDQN�VHFWRU�DOVR�
UHPDLQV�LPSRUWDQW�ZRUN�LQ�SURJUHVV��

8VLQJ�ILVFDO�SROLF\�WR�IDFLOLWDWH�SULYDWH�VHFWRU�GHOHYHUDJLQJ��

)LVFDO�VXSSRUW�WR�GRPHVWLF�GHPDQG�FDQ�IDFLOLWDWH�SULYDWH�VHFWRU�GHOHYHUDJLQJ��
&RXQWHUF\FOLFDO�SROLFLHV�FDQ�KHOS�HQVXUH�D�EXR\DQW�DJJUHJDWH�GHPDQG�DQG�SURYLGH�D�
PDFURHFRQRPLF�HQYLURQPHQW�WKDW�IDFLOLWDWHV�EDODQFH�VKHHW�UHVWUXFWXULQJ�DQG�UHSDLU��7KH�DELOLW\�RI�
WKH�JRYHUQPHQW�WR�SOD\�VXFK�VWDELOL]LQJ�UROH�GHSHQGV�RQ�WKH�KHDOWK�RI�LWV�ILVFDO�SRVLWLRQ�SULRU�WR�
WKH�FULVLV���

,Q�DGGLWLRQ��VSHFLILF�ILVFDO�SROLFLHV�FDQ�VXSSRUW�WKH�GHOHYHUDJLQJ�SURFHVV��)RU�H[DPSOH��
JRYHUQPHQW�VSRQVRUHG�SURJUDPV³LQFOXGLQJ�VXEVLGLHV�IRU�FUHGLWRUV�WR�OHQJWKHQ�PDWXULWLHV��
JXDUDQWHHV��DQG�GLUHFW�OHQGLQJ³FDQ�H[SHGLWH�WKH�YROXQWDU\�UHVWUXFWXULQJ�RI�SULYDWH�GHEW���

7KH�GHVLJQ�RI�WKHVH�WDUJHWHG�ILVFDO�LQWHUYHQWLRQV�LV�FULWLFDO�WR�HQVXUH�WKHLU�HIIHFWLYHQHVV�DQG�
PLWLJDWH�PRUDO�KD]DUG��0HDVXUHV�VKRXOG�EH�WDUJHWHG�WR�VSHFLILF�YLDEOH�LQVWLWXWLRQV�RU�LQGLYLGXDOV��
LQFOXGH�FRQGLWLRQDOLW\��DQG�LQYROYH�EXUGHQ�VKDULQJ��'LUHFW�VXSSRUW�PHDVXUHV�DUH�SUHIHUDEOH�RYHU�
WD[�LQFHQWLYHV��,I�EDQN�UHFDSLWDOL]DWLRQ�LV�QHFHVVDU\��LW�VKRXOG�EH�FDUULHG�RXW�VZLIWO\�ZLWK�WKH�SULYDWH�
VHFWRU�WDNLQJ�WKH�OHDG��6WURQJ�JRYHUQDQFH�SULQFLSOHV�VKRXOG�EH�DSSOLHG�LQ�WKH�GHFLVLRQ�PDNLQJ�
SURFHVV�WR�VDIHJXDUG�SXEOLF�IXQGV��

7D[�LQFHQWLYHV�IDYRULQJ�GHEW�RYHU�HTXLW\�LQ�FRUSRUDWLRQV��WKH�VR�FDOOHG�FRUSRUDWH�GHEW�ELDV��
VKRXOG�EH�SKDVHG�RXW�WR�FXUE�H[FHVVLYH�OHYHUDJH�EXLOGXS��(TXLW\�ILQDQFH�VKRXOG�KDYH�D�VLPLODU�
WD[�WUHDWPHQW�DV�GHEW�ILQDQFH��'H�0RRLM�������,0)�����I���$�SURPLVLQJ�ZD\�WR�DFKLHYH�WKLV�ZRXOG�
EH�WR�LQWURGXFH�D�GHGXFWLRQ�IRU�WKH�QRUPDO�UHWXUQ�RQ�HTXLW\��$OWHUQDWLYHO\��WKH�WD[�GHGXFWLELOLW\�RI�
LQWHUHVW�FRXOG�EH�FDSSHG�EH\RQG�D�FHUWDLQ�GHEW�WR�HTXLW\�UDWLR��VR�FDOOHG�´WKLQ�FDSLWDOL]DWLRQ�
UXOHµ���$�FRPELQDWLRQ�RI�WKHVH�WZR�DSSURDFKHV�FDQ�DOVR�EH�HIIHFWLYH���



ϭϵ�

'HVLJQLQJ�HIIHFWLYH�UHVROXWLRQ�IUDPHZRUNV�WR�DVVLVW�GHOHYHUDJLQJ��

(IIHFWLYH�GHEW�UHVROXWLRQ�IUDPHZRUNV�QHHG�WR�SURYLGH�DGHTXDWH�LQFHQWLYHV�IRU�GHEWRUV�DQG�
FUHGLWRUV�WR�SDUWLFLSDWH�LQ�WKH�UHVWUXFWXULQJ�SURFHVV��&URVV�FRXQWU\�H[SHULHQFH�VKRZV�WKDW�
GHVSLWH�GLIIHUHQFHV�LQ�GHVLJQ��DQ�HIIHFWLYH�GHEW�UHVROXWLRQ�IUDPHZRUN�JHQHUDOO\�FRQVLVWV�RI�WKUHH�
NH\�SLOODUV��D�UREXVW�LQVROYHQF\�DQG�GHEW�HQIRUFHPHQW�V\VWHP��HIIHFWLYH�VXSHUYLVRU\�SROLFLHV��DQG�
GHYHORSPHQW�RI�GLVWUHVVHG�GHEW�PDUNHWV��

� $�UREXVW�LQVROYHQF\�DQG�GHEW�HQIRUFHPHQW�V\VWHP�²�7KH�V\VWHP�VKRXOG�DOORFDWH�ULVNV�DQG�
ORVVHV�DPRQJ�PDUNHW�SDUWLFLSDQWV�LQ�D�SUHGLFWDEOH�DQG�HTXLWDEOH�PDQQHU��DQG�PD[LPL]H�YDOXH�
IRU�DOO�VWDNHKROGHUV�DQG�WKH�HFRQRP\�LQ�JHQHUDO��,Q�OLQH�ZLWK�LQWHUQDWLRQDO�EHVW�SUDFWLFHV��WKH�
LQVROYHQF\�ODZ�VKRXOG�LQFOXGH�SURYLVLRQV�WR�VXSSRUW�RUGHUO\�UHKDELOLWDWLRQ�RI�YLDEOH�ILUPV�DQG�
VZLIW�OLTXLGDWLRQ�RI�WKH�QRQ�YLDEOH�RQHV��DQG�WKH�GHEW�HQIRUFHPHQW�UHJLPH�VKRXOG�DOORZ�IRU�
TXLFN�DQG�HIILFLHQW�UHFRYHU\�RI�VHFXUHG�DQG�XQVHFXUHG�FODLPV��7KH�ODZ�VKRXOG�DOVR�DIIRUG�
LQGLYLGXDOV�DQG�HQWUHSUHQHXUV�D�IUHVK�VWDUW�WR�DOORZ�IRU�WKHLU�UHWXUQ�WR�SURGXFWLYH�DFWLYLWLHV��
2XW�RI�FRXUW�GHEW�UHVWUXFWXULQJ�PHFKDQLVPV�FDQ�SURYLGH�D�FRVW�HIIHFWLYH��PDUNHW�IULHQGO\��
DQG�VSHHG\�DOWHUQDWLYH��6XFK�PHFKDQLVPV�ZRUN�EHVW�ZKHQ�EDFNVWRSSHG�E\�D�UREXVW�DQG�
SUHGLFWDEOH�IRUPDO�UHJLPH�DOORZLQJ�SDUWLHV�WR�QHJRWLDWH�LQ�WKH�VKDGRZ�RI�WKH�ODZ��DQG�E\�WKH�
H[LVWHQFH�RI�DGHTXDWH�LQFHQWLYHV�IRU�GHEWRUV�DQG�FUHGLWRUV��LQFOXGLQJ�SXEOLF�FUHGLWRUV���

� (IIHFWLYH�EDQN�UHJXODWLRQ�DQG�VXSHUYLVLRQ�²�3UXGHQWLDO�UHJXODWLRQ�DQG�VXSHUYLVLRQ�VKRXOG�
EH�XVHG�WR�SURPRWH�PRUH�HIIHFWLYH�GHEW�UHVROXWLRQ��8QOHVV�EDQNV�DUH�IRUFHG�WR�VZLIWO\�
UHFRJQL]H�DQG�SURYLVLRQ�IRU�ORDQ�ORVVHV��WKH\�ZLOO�ODFN�LQFHQWLYHV�WR�HQJDJH�LQ�GHEW�
UHVWUXFWXULQJ�QHJRWLDWLRQV��%DQNV�DOVR�QHHG�WR�EH�DGHTXDWHO\�FDSLWDOL]HG�VR�WKDW�ORDQ�ORVVHV�
FDQ�EH�DEVRUEHG��$�ZHOO�GHYHORSHG�VXSHUYLVRU\�WRRONLW�WR�IRVWHU�DFWLYH�PDQDJHPHQW�RI�
GLVWUHVVHG�DVVHWV�LQFOXGH�PRUH�IUHTXHQW�DQG�GHWDLOHG�UHJXODWRU\�UHSRUWLQJ��LQWHQVLILHG�RQ�VLWH�
VXSHUYLVLRQ��DQG�HQKDQFHG�UHJXODWLRQ�DQG�JXLGDQFH��%DQNV�VKRXOG�EH�UHTXLUHG�WR�KDYH�
FRPSUHKHQVLYH�SODQV�WR�WDFNOH�LPSDLUHG�ORDQV��LQFOXGLQJ�D�VHSDUDWLRQ�RI�QRQSHUIRUPLQJ�IURP�
SHUIRUPLQJ�ORDQV�PDQDJHPHQW��DQG�GHWDLOHG�RSHUDWLRQDO�WDUJHWV�DLPHG�DW�UHGXFLQJ�LPSDLUHG�
ORDQV�RYHU�WKH�PHGLXP�WHUP���

� 'HYHORSLQJ�GLVWUHVVHG�GHEW�PDUNHWV�²�%DQNV�VKRXOG�KDYH�DW�WKHLU�GLVSRVDO�D�YDULHW\�RI�WRROV�
WR�UHPRYH�GLVWUHVVHG�ORDQV�RII�WKHLU�EDODQFH�VKHHWV��H�J���RXWULJKW�ORDQ�VDOHV��VHFXULWL]DWLRQ�RI�
ORDQ�SRUWIROLRV���'LVWUHVVHG�GHEW�PDUNHWV�FDQ�SURYLGH�D�FRVW�HIIHFWLYH�DOWHUQDWLYH�WR�LQWHUQDO�
ORDQ�PDQDJHPHQW��SDUWLFXODUO\�IRU�VPDOOHU�EDQNV��DQG�DQ\�EDUULHUV�IRU�VSHFLDOLVW�GLVWUHVVHG�
DVVHW�PDQDJHPHQW�ILUPV�DQG�LQYHVWRUV�WR�SDUWLFLSDWH�VKRXOG�EH�UHPRYHG��,Q�VRPH�FDVHV��
FHQWUDOL]HG�DVVHW�PDQDJHPHQW�FRPSDQLHV��$0&V��FDQ�NLFN�VWDUW�D�GLVWUHVVHG�GHEW�PDUNHW�E\�
FHQWUDOL]LQJ�LPSDLUHG�DVVHWV�WR�UHGXFH�WKH�IL[HG�FRVWV�RI�GHEW�UHVROXWLRQ��LQFUHDVH�WKH�
HIILFLHQF\�RI�DVVHW�UHFRYHU\��DQG�IDFLOLWDWH�EHWWHU�YDOXDWLRQ�DQG�SULFH�UHFRYHU\��*RRG�
JRYHUQDQFH�DQG�WUDQVSDUHQF\�DUH�FUXFLDO�WR�WKH�VXFFHVV�RI�$0&V�

&ORVH�FRRUGLQDWLRQ�DPRQJ�JRYHUQPHQW�DJHQFLHV�LV�FULWLFDO�IRU�WKH�GHVLJQ�DQG�
LPSOHPHQWDWLRQ�RI�HIIHFWLYH�SULYDWH�GHEW�UHVROXWLRQ�UHJLPHV��([WHQVLYH�FRQVXOWDWLRQ�ZLWK�
VWDNHKROGHUV�KHOSV�UDLVH�WKHLU�DZDUHQHVV�RI�WKH�SUREOHP�DQG�RI�WKH�DYDLODEOH�UHVWUXFWXULQJ�
LQVWUXPHQWV�WR�IRVWHU�WKH�OHJDO�DQG�EXVLQHVV�FXOWXUH�WRZDUG�WKH�HDUO\�UHVROXWLRQ�RI�GLVWUHVVHG�



ϮϬ�

GHEW��7KH�GHVLJQ�DQG�VHTXHQFLQJ�RI�GHEW�UHVROXWLRQ�PHDVXUHV�VKRXOG�EH�WDLORUHG�WR�FRXQWU\�
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