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6XPPDU\�RI�5HFRPPHQGDWLRQV

�� &5($7,1*�7+( ',*,7$/�$1'�32/,&<�(&26<67(0�)25�),1$1&,$/�,1&/86,21

$FFHOHUDWLQJ�)LQDQFLDO ,QQRYDWLRQ��7KH�5ROH�RI�5HJLRQDO�3XEOLF�3ULYDWH�3ODWIRUPV

$3(&�)LQDQFH�0LQLVWHUV�VKRXOG�HQFRXUDJH�FROODERUDWLRQ�DPRQJ�UHJXODWRUV��LQGXVWU\�DQG�PXOWLODWHUDO�
LQVWLWXWLRQV�WR�GHYHORS� LPSOHPHQW�� OLQN�WRJHWKHU DQG�GHHSHQ�SDUWLFLSDWLRQ�LQ SXEOLF�SULYDWH�VHFWRU
SODWIRUPV�IRU� ILQDQFLDO� LQQRYDWLRQ�DFURVV� WKH� UHJLRQ��$V�D� ILUVW� VWHS�IRUZDUG��ZH�UHFRPPHQG�WKDW�
$3(&� FRQYHQH� D� 5RXQGWDEOH� LQ� /DWLQ� $PHULFD� WR� VKDUH� $VLDQ� H[SHULHQFHV� ZLWK� SODWIRUPV� WKDW�
IDFLOLWDWH� LQWHUQDWLRQDO� SDUWQHUVKLSV� DPRQJ� EDQNV� DQG� ILQWHFK� ILUPV� WR� GHVLJQ�� WHVW� DQG� GHSOR\�
LQQRYDWLYH�SURGXFWV��DQG�WR�GHYHORS�WKH�FRQFHSW�IRU�D�/DWLQ�$PHULFDQ�SODWIRUP�WKDW�FDQ�EH�OLQNHG�
ZLWK�$VLDQ�FRXQWHUSDUWV�

+DUQHVVLQJ�'DWD�IRU�)LQDQFLDO�,QFOXVLRQ

(FRQRPLHV�VKRXOG�SURPRWH�ZLGHU�FROOHFWLRQ�DQG�VKDULQJ�RI�WUDGLWLRQDO�DQG�DOWHUQDWLYH�GDWD��LQFOXGLQJ�
ERWK�QHJDWLYH� DQG�SRVLWLYH� FUHGLW� GDWD�� DV�ZHOO� DV�XQVWUXFWXUHG�GDWD� �%LJ�'DWD�� DQG� WDNH� VWHSV� WR�
LPSURYH�DYDLODELOLW\��FRQQHFWLYLW\�DQG�TXDOLW\�RI�LQIRUPDWLRQ�

(FRQRPLHV�VKRXOG�HQJHQGHU�WUXVW�LQ�ZLGHU�FURVV�ERUGHU�GDWD�IORZV�E\�FROODERUDWLQJ�WR�GHYHORS�LQWHU�
RSHUDEOH�SULYDF\� UHJLPHV�DPRQJ� WKHPVHOYHV�DQG�ZLWK�RWKHU�NH\� MXULVGLFWLRQV� WDNLQJ� LQWR�DFFRXQW
PHPEHU�HFRQRPLHV¶ GRPHVWLF�ODZV��SROLFLHV�DQG�SULRULWLHV� DQG E\�FRRSHUDWLQJ WR�SURPRWH�D�VWURQJ�
UHJLRQDO�GDWD�VHFXULW\�HQYLURQPHQW�

'LJLWDOL]LQJ�7UDGH�DQG�6XSSO\�&KDLQ�)LQDQFH

$3(&�HFRQRPLHV�VKRXOG�XQGHUWDNH�PHDVXUHV�WR�HQVXUH�WKDW�OHJDO�DQG�UHJXODWRU\�IUDPHZRUNV�DURXQG�
GLJLWDO�GRFXPHQWV�XVHG�LQ�WUDGH�DUH�LQWHU�RSHUDEOH�DFURVV�WKH�UHJLRQ��DQG�VXSSRUW�VWDQGDUGL]DWLRQ�RI�
PDUNHW�SUDFWLFHV�

%XLOGLQJ�WKH�(FRV\VWHP�IRU�D�0RGHUQ�0RYDEOHV�)LQDQFH�0DUNHW

$3(&�VKRXOG�LQLWLDWH�FDSDFLW\�EXLOGLQJ�SURJUDPV�IRU�LQWHUHVWHG�HFRQRPLHV�XQGHU�WKH�&HEX�$FWLRQ�
3ODQ¶V�)LQDQFLDO�,QIUDVWUXFWXUH�'HYHORSPHQW�1HWZRUN��),'1��WR�EXLOG�D�PRGHUQ�PRYDEOHV�ILQDQFH�
PDUNHW�IRFXVLQJ�RQ�PDUNHW�GHYHORSPHQW��GLJLWDOL]DWLRQ�DQG�JOREDOL]DWLRQ�

([SDQGLQJ�$FFHVV�WR�D�%URDGHU�5DQJH�RI�)LQDQFLDO�6HUYLFHV

$3(&�GHYHORSLQJ�HFRQRPLHV�VKRXOG�XQGHUWDNH�UHIRUPV�WR�H[SDQG�DFFHVV�RI�UXUDO�DQG�ORZ�LQFRPH�
FRQVXPHUV�DQG�PLFUR�HQWHUSULVHV�WR�VDYLQJV��LQVXUDQFH�DQG�SHQVLRQV��XVLQJ�GLJLWDO�WHFKQRORJ\��DQG�
SURPRWH�ILQDQFLDO�OLWHUDF\�

&UHDWLQJ�,QFOXVLYH�3D\PHQW�6\VWHPV

,QWHUHVWHG�$3(&�GHYHORSLQJ�HFRQRPLHV�VKRXOG�IDFLOLWDWH�WKH�DFFHOHUDWHG�GHYHORSPHQW�RI�DOWHUQDWLYH�
SD\PHQW�FKDQQHOV�E\�LQWURGXFLQJ GLJLWDO�LGHQWLWLHV DQG�LQWHURSHUDEOH�FRQVXPHU�,' WR�SURPRWH�GLJLWDO�
ILQDQFLDO� VHUYLFHV�� SURPRWLQJ� UHVSRQVLEOH� GLJLWDO� ILQDQFLDO� SUDFWLFHV� WR� HQVXUH� FRQVXPHU� DQG�GDWD�
SURWHFWLRQ��FUHDWLQJ FRRUGLQDWLQJ�SROLF\�DJHQFLHV WR�RYHUVHH�GLJLWDO�ILQDQFLDO�VHFWRU�GHSOR\PHQW��DQG�
HVWDEOLVKLQJ�&RPPRQ�'LJLWDO�)LQDQFLDO�6HUYLFHV�,QGLFDWRUV WR�PHDVXUH�DQG�WUDFN SURJUHVV�



�� $&&(/(5$7,1*�5(*,21$/�),1$1&,$/�,17(*5$7,21

$FFHOHUDWLQJ�WKH�,QWHJUDWLRQ�RI�/RFDO�&XUUHQF\�%RQG�0DUNHWV

5HJXODWRUV� DQG� WKH� SULYDWH� VHFWRU� LQ� $VLD�3DFLILF� GHYHORSLQJ� HFRQRPLHV� VKRXOG� VWUHQJWKHQ� WKHLU�
FROODERUDWLRQ�WR�DGGUHVV�FKDOOHQJHV�IDFHG�E\�ORQJ�WHUP�LQVWLWXWLRQDO�LQYHVWRUV�LQ�LQYHVWLQJ�LQ�FURVV�
ERUGHU�ORFDO�FXUUHQF\�FRUSRUDWH�ERQGV�DV�ZHOO�DV�FURVV�ERUGHU�FRUSRUDWH�LVVXDQFHV�LQ�WKHVH�PDUNHWV�

'HVLJQLQJ�,QWHU�2SHUDEOH�)XQGV�3DVVSRUW�6FKHPHV�LQ�$3(&

$3(&�HFRQRPLHV� VKRXOG� DJUHH� WR�SURPRWH� LQWHU�RSHUDELOLW\�RI� IXQGV�SDVVSRUWV� LQ� WKH� UHJLRQ� DQG�
LGHQWLI\�WKH�PRGDOLW\�IRU�DFKLHYLQJ�WKLV�JRDO�

3URPRWLQJ�WKH (PHUJHQFH�RI�,QWHU�2SHUDEOH�5HDO�7LPH�3D\PHQW�6\VWHPV

&HQWUDO�EDQNV�DQG�UHOHYDQW�SXEOLF�DQG�SULYDWH�VHFWRU�VWDNHKROGHUV�VKRXOG�ZRUN�WRJHWKHU�WR�HVWDEOLVK�
UREXVW�DQG�UHJLRQDOO\�LQWHURSHUDEOH�UHDO�WLPH�SD\PHQWV�LQIUDVWUXFWXUH�EDVHG�RQ�LQWHUQDWLRQDO�
VWDQGDUGV�

&DWDO\]LQJ�WKH�'HYHORSPHQW�RI�D�5HJLRQDO�&DWDVWURSKH�%RQG�0DUNHW

$3(&�)LQDQFH�0LQLVWHUV�VKRXOG�ZRUN�ZLWK�PXOWLODWHUDO�RUJDQL]DWLRQV�WR�FDWDO\]H�WKH�GHYHORSPHQW�
RI�DQ�$VLD�3DFLILF�FDWDVWURSKH�ERQG�PDUNHW WKURXJK�WKH�LVVXDQFH�RI�FDW�ERQGV�IRU�GHYHORSLQJ�$VLDQ�
PHPEHU�HFRQRPLHV VWDUWLQJ�LQ�������OHDUQLQJ�IURP�WKH�H[SHULHQFH�RI�WKH�3DFLILF�$OOLDQFH�FDW�ERQG�

�� ,03/(0(17$7,21�2)�7+( &(%8�$&7,21�3/$1�$1'�),1$1&(�0,1,67(56¶352&(66�
,1,7,$7,9(6

:H�UHFRPPHQG�WKDW�$3(&�)LQDQFH�0LQLVWHUV�ZHOFRPH�WKH����� 3URJUHVV�5HSRUW RI�WKH�$VLD�3DFLILF�
)LQDQFLDO�)RUXP��$3))���WKH�$VLD�3DFLILF�)LQDQFLDO�,QFOXVLRQ�)RUXP��$3),)��DQG�WKH�$VLD�3DFLILF�
,QIUDVWUXFWXUH�3DUWQHUVKLS��$3,3���

:H�DOVR�UHFRPPHQG�WKDW�WKH\�HQGRUVH�WKH IROORZLQJ�GRFXPHQWV�GHYHORSHG�E\�$3))�DQG�VXEPLWWHG�
E\�$%$&�ODVW�\HDU��ZKLFK�KDYH�EHHQ�GLVFXVVHG�E\�)LQDQFH�DQG�&HQWUDO�%DQN�'HSXWLHV�DQG�6HQLRU�
)LQDQFH�2IILFLDOV�DQG�ILQDOL]HG�WKLV�\HDU�
� $Q�$3(&�5RDGPDS�IRU�D�1HZ�)LQDQFLDO�6HUYLFHV�'DWD�(FRV\VWHP�
� $�6WUDWHJ\�IRU�WKH�'LJLWDOL]DWLRQ�RI�7UDGH�DQG�6XSSO\�&KDLQ�)LQDQFH��DQG
� (VVHQWLDO�(OHPHQWV�RI�DQ�(IIHFWLYH�3HUVRQDO�,QVROYHQF\�5HJLPH�
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,QWURGXFWLRQ

7KLV�\HDU��$%$&�IRFXVHV�LWV�5HSRUW�WR�$3(&�)LQDQFH�0LQLVWHUV�RQ�WZR�RI�WKH PRVW�LPSRUWDQW�LVVXHV�IRU�$3(&��

7KH�ILUVW�LV ILQDQFLDO�LQFOXVLRQ� $OO�DURXQG�WKH�ZRUOG��RYHU�����ELOOLRQ�DGXOWV�GR�QRW�KDYH�D�EDQN�DFFRXQW��2I�WKHVH��
����PLOOLRQ��� ���SHUFHQW��� OLYH�LQ�$3(&�PHPEHU�HFRQRPLHV�� 7KH�:RUOG�%DQN�HVWLPDWHV�WKDW�LQ�PLGGOH�DQG ORZ�
LQFRPH� $3(&� GHYHORSLQJ� HFRQRPLHV�� DURXQG� ��� PLOOLRQ�060(V� ���� SHUFHQW� RI� WKHLU� FRPELQHG� WRWDO�� KDYH�
LQVXIILFLHQW� DFFHVV� WR� FUHGLW� � )LQDQFLDO� LQFOXVLRQ� LV� FULWLFDO� WR� WKH� HPHUJHQFH� RI� D� EURDG� FRQVXPHU� DQG�
HQWUHSUHQHXULDO EDVH�WKDW�FDQ�HQVXUH�WKDW�WKH�EHQHILWV�RI�WUDGH�DQG�LQYHVWPHQW�DUH�VKDUHG�DQG�VXSSRUWHG�ZLGHO\�E\�
WKH�SHRSOH�RI�WKH�$VLD�3DFLILF�UHJLRQ�

7KH�VHFRQG�LVVXH�LV�UHJLRQDO�ILQDQFLDO�LQWHJUDWLRQ� 5DSLG�JURZWK�RI�WUDGH�LQ�JRRGV�DQG�VHUYLFHV�DFURVV�WKH�UHJLRQ�
KDV�GULYHQ�LQFUHDVLQJ�LQWHJUDWLRQ�DPRQJ�$3(&�PHPEHUV��+RZHYHU��WKLV�KDV�QRW�EHHQ�DFFRPSDQLHG�E\�D�VLPLODU�
JURZWK�RI�FURVV�ERUGHU�ILQDQFLDO�VHUYLFHV DPRQJ�GHYHORSLQJ�HFRQRPLHV� 5HJLRQDO�ILQDQFLDO�LQWHJUDWLRQ�LV�YLWDO�WR�
WKH�GHYHORSPHQW�RI�GRPHVWLF�ILQDQFLDO�PDUNHWV�DQG�WKH�HIILFLHQW�DOORFDWLRQ�RI�FDSLWDO�DFURVV�WKH�UHJLRQ�

:H�KRSH�WKDW�E\�GHYHORSLQJ�UHFRPPHQGDWLRQV� WR�DGGUHVV� WKHVH�WZR�LPSRUWDQW� LVVXHV��$%$&�FDQ�KHOS�LGHQWLI\�
GHOLYHUDEOHV�WKDW�FDQ�EH�LQFRUSRUDWHG�LQ�WKH�$3(&�)LQDQFH�0LQLVWHUV¶ XSGDWH�RI�WKH &HEX�$FWLRQ�3ODQ¶V�ILQDQFLDO�
LQWHJUDWLRQ SLOODU DQG�FRQWULEXWH�WR�WKH�UHDOL]DWLRQ�RI�WKHLU�YLVLRQ�RI�JURZWK�

,� &UHDWLQJ�WKH 'LJLWDO�DQG�3ROLF\�(FRV\VWHP�IRU�)LQDQFLDO�,QFOXVLRQ

'LJLWDO� WHFKQRORJ\� KDV� SOD\HG� DQ� LPSRUWDQW� UROH� LQ� RYHUFRPLQJ� EDUULHUV� WR� ILQDQFLDO� LQFOXVLRQ� 7RGD\¶V�
WHFKQRORJLHV�� FRPELQHG�ZLWK�WKH�H[SRQHQWLDO�JURZWK�LQ�WKH�YROXPH�RI�GDWD ± HVSHFLDOO\�XQVWUXFWXUHG�RU�³ELJ´�GDWD�
± WKDW�FDQ�EH�XVHG�WR�SURYLGH�ULVN�EDVHG�ILQDQFLDO�VHUYLFHV��RIIHU�XQSUHFHGHQWHG�RSSRUWXQLWLHV�IRU�ILQDQFLDO�VHUYLFH�
SURYLGHUV�WR�ILQDOO\�UHDFK�WKH�XQEDQNHG�DQG�WKH�YDVW�PDMRULW\�RI�060(V�

+RZHYHU�� WKH� SDFH� RI� ILQDQFLDO� LQQRYDWLRQ KDV� EHHQ� XQHYHQ DFURVV� WKH� UHJLRQ� 7KH�PRUH� GHYHORSHG�PHPEHU�
HFRQRPLHV�DQG�&KLQD�KDYH�OHG�WKH�ZD\��EXW JURZWK�RI�LQQRYDWLRQ�KDV�QRW�EHHQ�DV�IDVW�LQ�PRVW�GHYHORSLQJ�HFRQRPLHV��
,Q�$6($1�HFRQRPLHV��PRUH�WKDQ�����RI�EDQNV�GR�QRW�KDYH�WKH�ODEV�DQG�DFFHOHUDWRU�SURJUDPV�QHHGHG�WR�GULYH�
GLJLWDO�WUDQVIRUPDWLRQ� 7KHLU VXFFHVV�UDWH�RI�PRYLQJ�IURP�SURWRW\SH�WR�WKH�SLORW�VWDJH�RI�ILQDQFLDO�LQQRYDWLRQ�LV�ORZ�
�DW�������SHUFHQW���,Q�WKH�FDVH�RI�ILQWHFK�ILUPV�LQ�$6($1��WKH�VXFFHVV�UDWH�RI�PRYLQJ�IURP�RQH�VWDJH�WR�WKH�RWKHU�
KDV�EHHQ�HYHQ�ORZHU��DW�������SHUFHQW���

$QRWKHU� IXQGDPHQWDO�FKDOOHQJH� LV� WKDW PXFK VWLOO�QHHGV WR�EH�GRQH�EHIRUH�QHZ WHFKQRORJLHV�FDQ�EH�DGRSWHG� LQ�
ILQDQFLDO�VHUYLFHV��,Q�PDQ\�HFRQRPLHV��ODZV��SROLFLHV��UHJXODWLRQV�DQG�LQVWLWXWLRQDO�DUUDQJHPHQWV�KDYH�EHHQ�EXLOW�
DURXQG�ILQDQFH�WR�VHUYH�D�EURDG�DUUD\�RI�SXEOLF�SROLF\�REMHFWLYHV� 7KHVH�LQFOXGH ILQDQFLDO�VWDELOLW\��FRQVXPHU�DQG�
LQYHVWRU�SURWHFWLRQ��SULYDF\��IDLU�FRPSHWLWLRQ�DQG�SUHYHQWLRQ�RI� WKH�V\VWHP¶V�XVH�E\�FULPLQDOV�DQG�WHUURULVWV�� ,Q�

� 7KH�XQEDQNHG�FRPSULVH�PRUH�WKDQ�D�WKLUG�RI�WKH�SRSXODWLRQ�RI�9LHWQDP��0H[LFR��3HUX��3KLOLSSLQHV�DQG�,QGRQHVLD��7KH�SHUFHQWDJHV�DUH������SHUFHQW�
IRU�9LHWQDP�������SHUFHQW�IRU�0H[LFR�������SHUFHQW�IRU�WKH�3KLOLSSLQHV�����SHUFHQW�IRU�3HUX��DQG������SHUFHQW�IRU�,QGRQHVLD��7KHUH�LV�QR�GDWD�IURP�VRPH�
$3(&�PHPEHU�HFRQRPLHV��:RUOG�%DQN��7KH�*OREDO�)LQGH[�'DWDEDVH����� >KWWSV���JOREDOILQGH[�ZRUOGEDQN�RUJ�QRGH@��
� 'DWD�DUH�IRU����IXOO\�DQG�SDUWLDOO\�FUHGLW�FRQVWUDLQHG�060(V�LQ�$3(&�HFRQRPLHV��SHUFHQWDJH�RI�FUHGLW�FRQVWUDLQHG�060(V�LQ�HDFK�HFRQRP\�LQ�
SDUHQWKHVLV���&KLOH��������&KLQD��������,QGRQHVLD��������0DOD\VLD��������0H[LFR��������3DSXD�1HZ�*XLQHD��������3HUX��������3KLOLSSLQHV��������
5XVVLDQ�)HGHUDWLRQ��������7KDLODQG�������DQG�9LHWQDP��������)XOO\�FUHGLW�FRQVWUDLQHG�ILUPV�DUH�GHILQHG�DV�WKRVH�WKDW�ILQG�LW�FKDOOHQJLQJ�WR�REWDLQ�FUHGLW��
3DUWLDOO\�FUHGLW�FRQVWUDLQHG�ILUPV�DUH�GHILQHG�DV�WKRVH�WKDW�KDYH�EHHQ�VRPHZKDW�VXFFHVVIXO�LQ�REWDLQLQJ�H[WHUQDO�ILQDQFLQJ��EXW�ZHUH�GLVFRXUDJHG�IURP�
DSSO\LQJ�IRU�D�ORDQ�IURP�D�ILQDQFLDO�LQVWLWXWLRQ�RU�DSSOLHG�IRU�D�ORDQ�WKDW�ZDV�WKHQ�SDUWLDOO\�DSSURYHG�RU�UHMHFWHG��7KH�:RUOG�%DQN�HVWLPDWHV WKH�IXQGLQJ�
JDS��EHWZHHQ�VXSSO\�DQG�GHPDQG�IRU�FUHGLW��IRU�060(V�LQ���RI�WKHVH�HFRQRPLHV�DW�86'����WULOOLRQ��)XQGLQJ�JDS�HVWLPDWHV�IRU�31*�DQG�WKH�3KLOLSSLQHV�
DUH�QRW�DYDLODEOH��6RXUFH��:RUOG�%DQN��060(�)LQDQFH�*DS�5HSRUW���������������XSGDWHV�>KWWSV���ZZZ�VPHILQDQFHIRUXP�RUJ�GDWD�VLWHV�PVPH�ILQDQFH�
JDS@�
� 7KHVH�LQFOXGH�DUWLILFLDO�LQWHOOLJHQFH�DQG�PDFKLQH�OHDUQLQJ��FORXG�FRPSXWLQJ��ELRPHWULFV��GLVWULEXWHG�OHGJHU�WHFKQRORJ\��DGYDQFHG�DQDO\WLFV��RSWLFDO�
FKDUDFWHU�UHFRJQLWLRQ�DQG�WKH�,QWHUQHW�RI�7KLQJV��DPRQJ�RWKHUV�
� 'HORLWWH�5HVHDUFK�DQG�5HVHDUFK�5HSRUW��6WDWH�RI�)LQWHFK�LQ�$6($1������



�

RWKHUV��SDUWLFXODUO\�GHYHORSLQJ�HFRQRPLHV��WKH�ILQDQFLDO�LQIUDVWUXFWXUH�VXFK�DV�WKRVH IRU�FUHGLW�LQIRUPDWLRQ��DVVHW�
EDVHG�OHQGLQJ DQG�SD\PHQWV��DV�ZHOO�DV�WKH�,7�LQIUDVWUXFWXUH��DUH�VWLOO�XQGHUGHYHORSHG��

7KXV��KDUQHVVLQJ�GLJLWDO�WHFKQRORJ\�WR�DFKLHYH�ILQDQFLDO�LQFOXVLRQ ZLOO�UHTXLUH�VLPXOWDQHRXV�HIIRUWV�RQ�PDQ\�IURQWV�
7KHVH�HIIRUWV�LQFOXGH�LGHQWLI\LQJ�PHFKDQLVPV�WR�DFFHOHUDWH�WKH�GLIIXVLRQ�RI�WHFKQRORJ\�LQ�WKH�ILQDQFLDO�VHFWRU RI�
GHYHORSLQJ�PHPEHU�HFRQRPLHV� 7KH\�DOVR�LQFOXGH�WKH PRGHUQL]DWLRQ�RI�OHJDO��SROLF\��UHJXODWRU\�DQG�LQVWLWXWLRQDO�
HFRV\VWHPV�WR�HQDEOH�WKH�DGRSWLRQ�RI�GLJLWDO�WHFKQRORJ\�DQG�WKH�ZLGHU�XVH�RI�GDWD�LQ�ILQDQFLDO�VHUYLFHV� &DUH�PXVW�
EH�WDNHQ�WR�HQVXUH�WKDW�PHDVXUHV�WDNHQ�DUH�FRQVLVWHQW�ZLWK�IRVWHULQJ�LQQRYDWLRQ��ZKLFK�LQ�FHUWDLQ�FDVHV�PD\�EH�EHVW�
DFKLHYHG E\�DGRSWLQJ�D�UHJXODWRU\�VWDQFH�DW�D�ODWHU�VWDJH��DV�D�ODVW�UHVRUW�RU�WKURXJK�D�VDQGER[�WKDW�SURYLGHV�D�FOHDU�
SDWK�WR�PDUNHW�ZLGH�GHSOR\PHQW�

$&&(/(5$7,1*�),1$1&,$/�,1129$7,21� 7+(�52/(�2)�5(*,21$/�38%/,&�35,9$7(�3/$7)2506

7KH�SURFHVV�IRU�PDWFKLQJ�WHFKQRORJ\�ZLWK�ILQDQFLDO�VHUYLFH�SURYLGHUV��DQG�GHVLJQLQJ��GHYHORSLQJ��DQG�
WHVWLQJ�SURGXFWV�LQ�PDQ\�GHYHORSLQJ�HFRQRPLHV�LV�RIWHQ�ORQJ�DQG�H[SHQVLYH��$�VROXWLRQ�WR�WKLV�FKDOOHQJH�
LV WKH�HVWDEOLVKPHQW�RI�UHJLRQDO�SXEOLF�SULYDWH�SODWIRUPV�IRU�ILQDQFLDO�LQQRYDWLRQ��2QH�H[DPSOH�RI�VXFK�
D�SODWIRUP� LV� WKH�$6($1�)LQDQFLDO� ,QQRYDWLRQ�1HWZRUN�RU�$),1��D�SDUWQHUVKLS�DPRQJ� WKH $6($1�
%DQNHUV·�$VVRFLDWLRQ��WKH�0RQHWDU\�$XWKRULW\�RI�6LQJDSRUH�DQG�WKH�:RUOG�%DQN��

$IWHU�LWV�LQFRUSRUDWLRQ�LQ�������$),1�HVWDEOLVKHG�DQ�LQQRYDWLRQ�VDQGER[�FDOOHG�$3,;�� $3,;�SURYLGHV�D�
FXUDWHG�SODWIRUP�IRU�ILQDQFLDO�LQVWLWXWLRQV�WR�GLVFRYHU�DQG�ILOWHU�FUHGLEOH�ILQWHFK�ILUPV�DQG�FROODERUDWH�
ZLWK� WKHP� LQ�GHVLJQLQJ�DQG� WHVWLQJ�SURWRW\SHV�DQG�GHSOR\LQJ� LQQRYDWLYH�SURGXFWV�DQG�VHUYLFHV��)RU�
ILQWHFK�ILUPV��LW�SURYLGHV�D�VHFXUH�SODWIRUP�WR�GLVFRYHU�QHHGV�RI�ILQDQFLDO�LQVWLWXWLRQV�DQG�RIIHU�VROXWLRQV��
,W�DOVR� HQDEOHV� UHJXODWRUV� WR�REVHUYH� WKHVH�DFWLYLWLHV�DQG� WHVW�DQG�DSSURYH�SURGXFWV� WKDW�PHHW� WKHLU�
UHJXODWRU\�UHTXLUHPHQWV�IRU�LQWURGXFWLRQ�LQ�WKHLU�GRPHVWLF�PDUNHWV�

7KURXJK�WKLV�SODWIRUP��ILQDQFLDO�LQVWLWXWLRQV�DQG�ILQWHFK�ILUPV�FDQ�FROODERUDWH�WR�GHYHORS�DQG�GHSOR\�
LQQRYDWLYH�SURGXFWV�PRUH�UDSLGO\ DQG�DW�ORZHU�FRVW��,W�DOORZV SDUWLFLSDWLQJ�UHJXODWRUV�WR�GHHSHQ�WKHLU�
XQGHUVWDQGLQJ RI� ILQDQFLDO� LQQRYDWLRQ� LQ� WKHLU� PDUNHWV� E\� REVHUYLQJ� DFWLYLWLHV� LQ� WKH� SODWIRUP��
5HJXODWRUV�DQG�LQGXVWU\�ERGLHV�LQ�RWKHU�SDUWV�RI�WKH�UHJLRQ FDQ�OHDUQ�IURP�WKLV�H[SHULHQFH� 7KLV�LV��IRU�
H[DPSOH��WKH�FDVH LQ�/DWLQ�$PHULFD� ZKHUH�ILQWHFK�ILUPV�DQG�EDQNV�DUH�ORRNLQJ�IRU�ZD\V�WR�DFFHOHUDWH�
LQQRYDWLRQ DQG�H[SDQG�UHJLRQDO�RSHUDWLRQV�

5HFRPPHQGDWLRQ����$�

$3(&� )LQDQFH�0LQLVWHUV� VKRXOG� HQFRXUDJH� FROODERUDWLRQ� DPRQJ� UHJXODWRUV�� LQGXVWU\� DQG� PXOWLODWHUDO�
LQVWLWXWLRQV�WR�GHYHORS� LPSOHPHQW��OLQN�WRJHWKHU DQG�GHHSHQ�SDUWLFLSDWLRQ�LQ SXEOLF�SULYDWH�VHFWRU�SODWIRUPV�
IRU�ILQDQFLDO�LQQRYDWLRQ�DFURVV�WKH�UHJLRQ��$V�D�ILUVW�VWHS�IRUZDUG��ZH�UHFRPPHQG�WKDW�$3(&�FRQYHQH�D�
5RXQGWDEOH� LQ� /DWLQ� $PHULFD� WR� VKDUH� $VLDQ� H[SHULHQFHV� ZLWK� SODWIRUPV� WKDW� IDFLOLWDWH� LQWHUQDWLRQDO�
SDUWQHUVKLSV�DPRQJ�EDQNV�DQG�ILQWHFK�ILUPV�WR�GHVLJQ��WHVW�DQG�GHSOR\�LQQRYDWLYH�SURGXFWV��DQG�WR�GHYHORS�
WKH�FRQFHSW�IRU�D�/DWLQ�$PHULFDQ�SODWIRUP�WKDW�FDQ�EH�OLQNHG�ZLWK�$VLDQ�FRXQWHUSDUWV�

+$51(66,1*�'$7$�)25�),1$1&,$/�,1&/86,21

5DSLG�GHYHORSPHQW�RI�WHFKQRORJLHV�KDV�FUHDWHG�QHZ�RSSRUWXQLWLHV�IRU�FRQVXPHUV�DQG�060(V WR�DFFHVV�FUHGLW��
1HZ� EXVLQHVV� PRGHOV� DUH HPHUJLQJ� DQG� WHFKQRORJ\� FRPSDQLHV� DUH� H[SDQGLQJ� LQWR� ILQDQFLDO� VHUYLFHV�� 0DQ\�
WUDGLWLRQDO�ILQDQFLDO�LQVWLWXWLRQV�DUH�UHYDPSLQJ�EXVLQHVV�SURFHVVHV�DQG�,7�DUFKLWHFWXUHV��7KH\�DUH DGRSWLQJ�QHZ�
EXVLQHVV�PRGHOV�EDVHG�RQ�WKH�LQFRUSRUDWLRQ�RI�DOWHUQDWLYH�GDWD�LQWR�HYDOXDWLRQ�RI�FXVWRPHUV¶�RSHUDWLQJ�FRQGLWLRQV��
HDUO\�ZDUQLQJ�ULVN�LQGLFDWRUV�DQG�FUHGLW�GHFLVLRQ�PDNLQJ��7KHVH�SURFHVVHV�UHO\�RQ�WKH�LQWHJUDWLRQ�RI�LQWHUQDO�GDWD�
V\VWHPV�DQG�H[WHUQDO�GDWD�VRXUFHV��DQG�KLJKOLJKW�WKH�LPSRUWDQFH�RI�DFFHVV�WR�GDWD�

5HFRPPHQGDWLRQ ���%�

(FRQRPLHV�VKRXOG�SURPRWH�ZLGHU�FROOHFWLRQ�DQG�VKDULQJ�RI�WUDGLWLRQDO�DQG�DOWHUQDWLYH�GDWD��LQFOXGLQJ�ERWK�
QHJDWLYH� DQG� SRVLWLYH� FUHGLW� GDWD�� DV� ZHOO� DV� XQVWUXFWXUHG� GDWD� �%LJ� 'DWD�� DQG� WDNH� VWHSV� WR� LPSURYH�
DYDLODELOLW\��FRQQHFWLYLW\�DQG�TXDOLW\�RI�LQIRUPDWLRQ��

� 6LQFH�$3,;�ZDV�VHW�XS�LQ�1RYHPEHU������ILQWHFK�ILUPV�DQG����ILQDQFLDO�LQVWLWXWLRQV�IURP����PDUNHWV�KDYH�XVHG�LW�WR�GHYHORS�YDULRXV�LQQRYDWLYH�SURGXFWV�
�DV�RI�HQG�0DUFK�������



�

&RQFUHWH�VWHSV�WR�DFKLHYH�WKLV�REMHFWLYH�LQFOXGH�WKH�IROORZLQJ�

� 1RQ�VHQVLWLYH�SXEOLF�VHFWRU�GDWD UHOHYDQW�IRU�EXVLQHVV��*RYHUQPHQWV�VKRXOG�OHDG�WKH�ZD\�LQ�LPSURYLQJ SXEOLF
GDWD�TXDOLW\�DQG�FRQQHFWLYLW\�� LQ� OLQH�ZLWK� WKH�$3(&�&RQQHFWLYLW\�%OXHSULQW��:D\V� WR�GR� WKLV� LQFOXGH�� �D��
HQKDQFLQJ�GLJLWDO�FDSDELOLW\�E\�LQFUHDVLQJ�LQYHVWPHQW�LQ�WHFKQRORJ\�DQG�LPSURYLQJ�LQIRUPDWLRQ�V\VWHPV���E��
LQFUHDVLQJ GDWD�TXDOLW\�DQG�VKDULQJ�WKURXJK�KDUPRQL]HG GDWD�VWDQGDUGV�DQG�UXOHV�RQ�GDWD�FROOHFWLRQ��LQWHJUDWLRQ��
DSSOLFDWLRQ�DQG�VHFXULW\���F��GHYHORSLQJ�FRQFUHWH�VWHSV��ZD\V�DQG�VFRSH�IRU�VKDULQJ�RI�SXEOLF�GDWD��DQG��G��
SURYLGLQJ�VLQJOH�SRLQW�DFFHVV�WR�SXEOLF�GDWD�WKURXJK�D�XQLILHG�GDWD�VKDULQJ�SRUWDO�

� 6WUXFWXUHG�GDWD��(FRQRPLHV� VKRXOG� UHYLHZ� WKHLU� OHJDO� DQG� UHJXODWRU\� IUDPHZRUNV� IRU� FUHGLW� UHSRUWLQJ�DQG�
XQGHUWDNH�UHIRUPV ZKHUH�QHHGHG�WR�HQDEOH�WKH�FROOHFWLRQ�DQG�VKDULQJ�RI�ERWK�QHJDWLYH�DQG�SRVLWLYH�GDWD�DV�
ZHOO�DV�DOWHUQDWLYH�GDWD� 7KHVH�UHIRUPV�VKRXOG�EH�JXLGHG�E\�WKH�:RUOG�%DQN¶V�*HQHUDO�3ULQFLSOHV�IRU�&UHGLW�
5HSRUWLQJ� $GGLWLRQDO� PHDVXUHV� LQFOXGH� �D�� SXEOLF� FUHGLW� UHJLVWU\� JXLGDQFH� DQG� FDSDFLW\� EXLOGLQJ�� �E��
DGYDQFLQJ� XVH� RI� FUHGLW� ILOH� GDWD� IRU� ,'�YHULILFDWLRQ��.<&��$0/�� DQG�GDWD� VHFXULW\� DSSOLFDWLRQV�� DQG� �F��
KROGLQJ�),'1�ZRUNVKRSV�IRU�FUHGLW�UHJLVWULHV�DQG�EXUHDXV�WR�DGGUHVV�UDQJH�RI�WRSLFV�DV�QHHGHG�

� 8QVWUXFWXUHG� GDWD�� (FRQRPLHV� VKRXOG� GHYHORS D� EDODQFHG� UHJXODWRU\� DSSURDFK� WRZDUG� WKH� QHZ� GDWD� DQG�
DQDO\WLFV�LQGXVWU\�WKDW�IRVWHUV�LQQRYDWLRQ�ZKLOH�SURWHFWLQJ�FRQVXPHUV�DQG�ILQDQFLDO�V\VWHP�LQWHJULW\��(OHPHQWV�
RI�VXFK�D�EDODQFHG�DSSURDFK�LQFOXGH���D� D�SULQFLSOHV�EDVHG�FRPSUHKHQVLYH�ODZ�RU�RYHU�DUFKLQJ�UHJXODWLRQ�RQ�
SHUVRQDO�GDWD SURWHFWLRQ���E��D�JHQHUDO�SHUVRQDO�GDWD�UHJXODWRU�ZLWK FDSDFLW\�WR�LPSOHPHQW�DQG�HQIRUFH�UXOHV��
�F��D�VHOI�UHJXODWLQJ LQGHSHQGHQW�LQGXVWU\�DVVRFLDWLRQ�WKDW�SOD\V�D�UROH�LQ�GHYHORSLQJ FRGHV�RI�FRQGXFW�DQG�
PDUNHW�EDVHG�VWDQGDUGV�LQ�FROODERUDWLRQ�ZLWK�UHJXODWRUV���G��DQ�HIILFLHQW�DQG�ORZ�FRVW�FRPSODLQW��FRUUHFWLRQ�
DQG�GLVSXWH�UHVROXWLRQ�PHFKDQLVP��SDUWLFXODUO\�RXW�RI�FRXUW�SURFHGXUHV���H��UXOHV�JRYHUQLQJ�FURVV�ERUGHU�GDWD�
FRRSHUDWLRQ�� LQYHVWLJDWLRQV�DQG�GDWD� IORZV��DQG� �I�� VSHFLILF� ILQDQFLDO� VHFWRU�UHJXODWLRQV�DQG�JXLGHOLQHV� IRU�
ILUPV�SURYLGLQJ�ILQDQFLDO�VHUYLFHV��

5HFRPPHQGDWLRQ����&�

(FRQRPLHV� VKRXOG� HQJHQGHU� WUXVW� LQ� ZLGHU� FURVV�ERUGHU� GDWD� IORZV� E\� FROODERUDWLQJ� WR� GHYHORS� LQWHU�
RSHUDEOH�SULYDF\�UHJLPHV�DPRQJ�WKHPVHOYHV�DQG�ZLWK�RWKHU�NH\�MXULVGLFWLRQV�WDNLQJ�LQWR�DFFRXQW PHPEHU�
HFRQRPLHV¶ GRPHVWLF� ODZV��SROLFLHV�DQG�SULRULWLHV� DQG E\�FRRSHUDWLQJ WR�SURPRWH�D�VWURQJ�UHJLRQDO�GDWD�
VHFXULW\�HQYLURQPHQW�

7KLV�FRXOG�EH�DFKLHYHG�WKURXJK�WKH�IROORZLQJ�DFWLRQV�

� $3(&�&URVV�%RUGHU�3ULYDF\�5XOHV��&%35���,QWHUHVWHG�PHPEHU�HFRQRPLHV�DUH�HQFRXUDJHG�WR FROODERUDWH�ZLWK�
WKH� SULYDWH� VHFWRU� WR� SURPRWH� ZLGHU� SDUWLFLSDWLRQ� RI� EXVLQHVVHV� DQG� HFRQRPLHV� LQ� WKH� &%35�� WKURXJK�
DSSRLQWPHQW� RI� DFFRXQWDELOLW\� DJHQWV� LQ� DOO� SDUWLFLSDWLQJ� HFRQRPLHV�� ORZHU� FHUWLILFDWLRQ� FRVWV�� SURPRWLQJ�
DZDUHQHVV�DQG�RWKHU�LQQRYDWLYH�VFKHPHV�WR�HQDEOH�PRUH�060(V�WR�XQGHUJR�$3(&�&%35�FHUWLILFDWLRQ�

� 3ULYDF\� UXOHV� FRPSOLDQFH� IRU�060(V��$3(&� VKRXOG� HVWDEOLVK� D� SXEOLF�SULYDWH� VHFWRU� WDVN� IRUFH� WR� DVVLVW�
060(V�LQ�FRPSO\LQJ�ZLWK�GDWD�SULYDF\�UXOHV��7KH�WDVN�IRUFH�VKRXOG���D��GHYHORS�EHVW�SUDFWLFHV�IRU�SURPRWLQJ�
5HJ7HFK�DQG�/HJDO7HFK� WR�DVVLVW�060(V�LQ�FRPSO\LQJ�ZLWK SULYDF\�UHTXLUHPHQWV�� �E��GHYHORS FRUH�GDWD�
VWDQGDUGV�WR�JXLGH�060(V�DQG�GHVLJQ�OLPLWHG�VDIH�KDUERU�SURYLVLRQV�IRU�HFRQRPLHV�WR�DGRSW��DQG��F��YHW�DQG�
LGHQWLI\ SULYDF\�HQKDQFLQJ�WHFKQRORJLHV��3(7V��WKDW�060(V�FDQ�XVH�WR�SRRO�DQG�VKDUH�GDWD�

� 5HJLRQDO� LQWHU�RSHUDELOLW\ RI� OHJDO� SULYDF\� UHJLPHV�� ,QWHUHVWHG� PHPEHU� HFRQRPLHV� VKRXOG� HVWDEOLVK� D�
SDWKILQGHU�LQLWLDWLYH�WR�XQGHUWDNH�JDS�DQDO\VHV�RI�WKHLU�SULYDF\�UHJLPHV�ZLWK�WKH�$3(&�3ULYDF\�)UDPHZRUN DV�
D� EDVLV� IRU� LGHQWLI\LQJ� PHDVXUHV� QHHGHG� WR� DFKLHYH� LQWHU�RSHUDELOLW\�� 7KHVH� JDS� DQDO\VHV� VKRXOG� LQYROYH�
UHOHYDQW�DJHQFLHV�DQG�UHJXODWRUV��WKH�SULYDWH�VHFWRU�DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV�

� ,QWHU�RSHUDELOLW\�ZLWK�WKH�(8�*HQHUDO�'DWD�3URWHFWLRQ�5HJXODWLRQ��*'35���7KH�$3(&�(�&RPPHUFH�6WHHULQJ�
*URXS¶V� 'DWD� 3ULYDF\� 6XEJURXS�� RQ� EHKDOI� RI� LQWHUHVWHG $3(&� HFRQRPLHV� LV HQFRXUDJHG� WR FRQWLQXH�
GLVFXVVLQJ DQG� H[SORULQJ RSWLRQV� IRU� FROODERUDWLRQ RQ� SULYDF\� DQG� GDWD� SURWHFWLRQ ZLWK� WKH� (XURSHDQ�
&RPPLVVLRQ�� LQFOXGLQJ� VHHNLQJ UHFRJQLWLRQ RI &%35 DV� D YROXQWDU\� PHFKDQLVP IRU� FHUWLILFDWLRQ RI�
FRPSDQLHV�XQGHU�WKH�(8¶V�V\VWHP�RI�ELQGLQJ�FRUSRUDWH�UXOHV��%&5V���2QFH�UREXVW�SULYDF\�ODZV�DUH�LQ�SODFH��
$3(&�HFRQRPLHV�DUH�DOVR�HQFRXUDJHG�WR KROG�WDONV�ZLWK�WKH�(8�WR�UHFRJQL]H�WKHLU�HTXLYDOHQFH�ZLWK�*'35�

� %XLOGLQJ�FDSDFLW\�IRU�GDWD�VHFXULW\� $3(&�VKRXOG�HVWDEOLVK�D�UHJLRQDO�SODWIRUP�IRU�SXEOLF�DQG�SULYDWH�VHFWRUV�
DQG�LQWHUQDWLRQDO�RUJDQL]DWLRQV�WR�KHOS�GHYHORSLQJ�HFRQRPLHV LPSURYH�WKHLU�GDWD�VHFXULW\�IUDPHZRUNV��7KHVH



�

FDSDFLW\�EXLOGLQJ�HIIRUWV� VKRXOG�ZRUN� WR� �D�� LGHQWLI\�JDSV� LQ� DGRSWLRQ�RI� UHOHYDQW�GDWD� VHFXULW\� VWDQGDUGV��
LQFOXGLQJ�ULVN�EDVHG�VHFXULW\�VWDQGDUGV���E��EULGJH�WKRVH�JDSV�DQG�SURPRWH�LQWHU�RSHUDELOLW\�WKURXJK�FDSDFLW\�
EXLOGLQJ�VHPLQDUV�DQG�WHFKQLFDO�DVVLVWDQFH���F��GHYHORS�D�ORQJ�WHUP�VWUDWHJ\�IRU�VWUHQJWKHQLQJ�GDWD�VHFXULW\�LQ�
WKH�UHJLRQ���G��GHYHORS�LQQRYDWLYH�UHJLRQDO�LQLWLDWLYHV�XWLOL]LQJ�QHZ WHFKQRORJLHV�WR�HQDEOH�ZLGHU�GDWD�IORZV�
DPRQJ PHPEHU�HFRQRPLHV��HVSHFLDOO\�WKRVH�WKDW�FDQ�EH�XVHG�E\�060(V� WKDW VDWLVI\�SULYDF\�DQG�GDWD�VHFXULW\
UHTXLUHPHQWV��DQG��H��HQFRXUDJH�WKH�HVWDEOLVKPHQW�RI�FRPSXWHU�HPHUJHQF\�RU�VHFXULW\�LQFLGHQW�UHVSRQVH�WHDPV�
�&(57V�RU�&6,57V��IRFXVHG RQ�WKH�ILQDQFLDO�VHFWRU ZKHUH�WKH\�GR�QRW�\HW�H[LVW� LQYROYLQJ�ILQDQFLDO�UHJXODWRUV�
DQG�SURPRWH�UHJLRQDO�FRRSHUDWLRQ�DPRQJ�WKHP�

',*,7$/,=,1*�75$'(�$1'�6833/<�&+$,1�),1$1&(

3DUWLFLSDWLRQ� LQ� JOREDO� VXSSO\� FKDLQV� LV� LPSRUWDQW� IRU�060(V� WR� EHQHILW� IURP� DQG� FRQWULEXWH� WR� WKH� UHJLRQ¶V�
HFRQRPLF�LQWHJUDWLRQ��*OREDO�YDOXH�FKDLQV�RIIHU�060(V�RSSRUWXQLWLHV�IRU�JURZWK�E\�H[SRVLQJ�WKHP�WR�D�ODUJH�DQG�
G\QDPLF�FXVWRPHU�DQG�EX\HU�EDVH��OHDUQLQJ�H[SHULHQFHV�IURP�GRLQJ�EXVLQHVV�ZLWK�ODUJH�ILUPV�DQG�IHUWLOH�JURXQG�
IRU�KRQLQJ�VNLOOV�DQG�LQQRYDWLYH�FDSDFLW\ WR�FRPSHWH�DQG�ZLQ LQ� WKH�JOREDO�PDUNHWSODFH�� ,Q�PDQ\�GHYHORSLQJ�
HFRQRPLHV��KRZHYHU��ODFN�RI�DFFHVV�WR�ZRUNLQJ�FDSLWDO�DQG�ORDQV�KDV�SURYHQ�WR�EH�D�PDMRU�REVWDFOH�IRU�060(V�LQ�
WDNLQJ�DGYDQWDJH�RI�WKHVH�RSSRUWXQLWLHV�

7KH�WUDGH�ILQDQFH�JDS �EDVHG�RQ�WKH�GLIIHUHQFH�EHWZHHQ�UHTXHVWV�E\�ILUPV�WR�EDQNV�IRU�WUDGH�ILQDQFH�VXSSRUW�DQG�
UHMHFWLRQV RI�UHTXHVWV��LV�HVWLPDWHG�E\�$'%�DV�DPRXQWLQJ WR�DERXW�86'�����WULOOLRQ�LQ�������0RVW�RI�WKH�ILUPV�
XQDEOH�WR�REWDLQ�WUDGH�ILQDQFLQJ�ZHUH 060(V�EDVHG�LQ�$VLD�DQG�WKH�$PHULFDV�� 7KLV�LV�ODUJHO\�GXH�WR�WKH�IDFW�WKDW�
WUDGLWLRQDO�WUDGH�ILQDQFLQJ��XVLQJ�OHWWHUV�RI�FUHGLW��LV�VWLOO�ODUJHO\�PDQXDO�DQG�SDSHU�EDVHG DQG�LV�WKXV�FRVWO\�� 7KH�
KLJK�RSHUDWLRQDO�FRVWV�RI�WUDGLWLRQDO�GRFXPHQWDU\�WUDGH��SDUWLFXODUO\�IRU�VHUYLQJ�ODUJH�QXPEHUV�RI�VPDOO�WUDQVDFWLRQV�
W\SLFDOO\�LQYROYLQJ�060(V��KDV�SURPSWHG�PRUH�WUDGH�ILQDQFH�SDUWLFLSDQWV�WR�VKLIW�IURP�WUDGLWLRQDO�GRFXPHQWDU\�
WUDGH�WR�RSHQ�DFFRXQW�WUDQVDFWLRQV��ZKHUH�JRRGV�DUH�GHOLYHUHG�EHIRUH�SD\PHQW�LV�GXH��DQG�ZKHUH ULVNV�DUH�PRVWO\�
ERUQH� E\� WKH� VXSSOLHU�� 0DQ\� 060(V�� HVSHFLDOO\� WKRVH� IURP GHYHORSLQJ� HFRQRPLHV�� UHPDLQ� GHSHQGHQW� RQ�
WUDGLWLRQDO�GRFXPHQWDU\�WUDGH�

$FWXDO�H[SHULHQFHV�KDYH�DOUHDG\�GHPRQVWUDWHG�WKH�EHQHILWV�RI�GLJLWDOL]LQJ�WUDGH� DQG�YDULRXV�GLJLWDOL]DWLRQ�SURMHFWV��
HDFK�RSHUDWLQJ�ZLWK�LWV�RZQ�UXOHV�DQG�SUDFWLFHV�DQG�PHPEHUV� KDYH�HPHUJHG�� +RZHYHU��VXFK�SODWIRUPV�QHHG�WR�
EHFRPH� LQWHU�RSHUDEOH� LQ�RUGHU� WR�DYRLG�D�SUROLIHUDWLRQ�RI�³GLJLWDO� IRUWUHVVHV´� WKDW�ZRXOG� UDLVH�QHZ�FRVWV��QHZ�
EDUULHUV�DQG�QHZ�ULVNV��8QFHUWDLQWLHV�RYHU�WKH�YDOLGLW\�RI�HOHFWURQLF�GRFXPHQWV�UHODWHG�WR�DFFHSWDQFH�RI�VHFXULW\�RU�
RZQHUVKLS�DFURVV�MXULVGLFWLRQV�DQG�GLJLWDO�LVODQGV�UHVXOW�LQ�FRQWLQXHG�UHOLDQFH�RQ�SDSHU�GRFXPHQWV��LQFOXGLQJ�GLJLWDO�
GRFXPHQWV�EHLQJ�UH�WUDQVIRUPHG�EDFN�LQWR�SDSHU�GRFXPHQWV�KDQGOHG�PDQXDOO\�DIWHU�FURVVLQJ�ERUGHUV��(QDEOLQJ�
LQWHU�RSHUDEOH�GLJLWDOL]DWLRQ�RI� WUDGH� ILQDQFH� WR�EHQHILW�D�ZLGHU�EDVH�RI�060(V� LQ�GHYHORSLQJ�HFRQRPLHV�ZLOO�
UHTXLUH�DGGUHVVLQJ�NH\�SROLF\�DQG� WHFKQLFDO�EDUULHUV��HVSHFLDOO\� WKH� LQFRQVLVWHQW�DQG�XQFOHDU� OHJDO� WUHDWPHQW�RI�
GLJLWDO�GRFXPHQWV�DQG�WKH�ODFN�RI�VWDQGDUGL]HG SURFHVVHV�DFURVV�MXULVGLFWLRQV�

5HFRPPHQGDWLRQ����'�

$3(&�HFRQRPLHV�VKRXOG�XQGHUWDNH�PHDVXUHV�WR�HQVXUH�WKDW�OHJDO�DQG�UHJXODWRU\�IUDPHZRUNV�DURXQG�GLJLWDO�
GRFXPHQWV� XVHG� LQ� WUDGH� DUH� LQWHU�RSHUDEOH� DFURVV� WKH� UHJLRQ�� DQG� VXSSRUW� VWDQGDUGL]DWLRQ� RI� PDUNHW�
SUDFWLFHV�

� $'% DQG�$VLDQ�'HYHORSPHQW�%DQN�,QVWLWXWH��,QWHJUDWLQJ�60(V�LQWR�*OREDO�9DOXH�&KDLQV��&KDOOHQJHV�DQG�3ROLF\�$FWLRQV�LQ�$VLD ��������SS������
� 0LFUR��VPDOO�DQG�PLGFDS�FRPSDQLHV�DFFRXQWHG�IRU�����RI�WKHVH�UHMHFWHG�SURSRVDOV��7UDGH�ZLWKLQ�WKH�$3(&�UHJLRQ�LV�LPSDFWHG�E\�WKLV�JDS�± $VLD�DQG�
WKH�3DFLILF�DFFRXQWHG�IRU�����RI�WKH�JOREDO�WRWDO�RI�UHMHFWHG�SURSRVDOV�DQG�WKH�$PHULFDV�DFFRXQWHG�IRU������$VLDQ�'HYHORSPHQW %DQN��³�����7UDGH�
)LQDQFH�*DSV��*URZWK�DQG�-REV�6XUYH\�´�$'%�%ULHIV 1R������6HSWHPEHU�������>KWWSV���ZZZ�DGE�RUJ�VLWHV�GHIDXOW�ILOHV�SXEOLFDWLRQ��������DGE�EULHIV�
���SGI@�
� $�WHVW�VKLSPHQW�RI�IORZHUV�IURP�.HQ\D�WR�WKH�SRUW�RI�5RWWHUGDP�GRQH�E\�,%0�DQG�0DHUVN�LQYROYHG�SURFHVVLQJ�RI�DOPRVW�����GRFXPHQWV��6XFK�
SURFHVVHV�DUH�HVWLPDWHG�WR�DPRXQW�WR�DV PXFK�DV�����RI�SK\VLFDO�WUDQVSRUWDWLRQ�FRVWV��:RUOG�(FRQRPLF�)RUXP�DQG�%DLQ�	�&RPSDQ\��7UDGH�7HFK�± $�
1HZ�$JH�IRU�7UDGH�DQG�6XSSO\�&KDLQ�)LQDQFH >KWWSV���ZZZ�ZHIRUXP�RUJ�ZKLWHSDSHUV�WUDGH�WHFK�D�QHZ�DJH�IRU�WUDGH�DQG�VXSSO\�FKDLQ�ILQDQFH@��
� ([DPSOHV�DUH %ROHUR��KWWS���ZZZ�EROHUR�QHW����ZKLFK�ZDV�HVWDEOLVKHG�E\�6:,)7�DQG�77�&OXE��(VV'2&6�3DSHUOHVV�7UDGH�6ROXWLRQV�
�KWWSV���ZZZ�HVVGRFV�FRP����3URMHFW�9ROWURQ��KWWSV���ZZZ�OHGJHULQVLJKWV�FRP�EORFNFKDLQ�WUDGH�ILQDQFH�YROWURQ�KVEF�OHWWHU�RI�FUHGLW���LQLWLDWHG�E\�VHYHUDO�
EDQNV�LQ�WKH�5��FRQVRUWLXP��WKH�0DUFR�3ROR�1HWZRUN��KWWSV���ZZZ�PDUFRSROR�ILQDQFH����+RQJ�.RQJ�H�7UDGH�&RQQHFW�
�KWWSV���ZZZ�KNEHD�FRP�KWPO�HQ�EHD�HWUDGHFRQQHFW�KWPO���177�'DWD�7UDGH�3ODWIRUP�
�KWWS���ZZZ�FLFF�RU�MS�MDSDQHVH�NRXHQNDL�SGIBSSW�SDVWILOH�K������������SGI���6LQJDSRUH¶V�1HWZRUNHG�7UDGH�3ODWIRUP��KWWSV���ZZZ�QWS�JRY�VJ�KRPH����DQG�
7KDLODQG¶V�HOHFWURQLF�/HWWHU�RI�*XDUDQWHH��H�/*��QHWZRUN�RQ�EORFNFKDLQ�YLD�%&,��7KDLODQG��&R�/WG��KWWSV���ZZZ�WKDLODQG�EXVLQHVV�
QHZV�FRP�EDQNLQJ�������WKDLODQG�ODXQFKHV�EORFNFKDLQ�OHWWHUV�RI�JXDUDQWHH�QHWZRUN�IRU����EDQNV�KWPO��



�

&RQFUHWH�PHDVXUHV�VKRXOG�LQFOXGH�WKH�IROORZLQJ�

� $3(&�HFRQRPLHV�VKRXOG�HVWDEOLVK�D�SLORW�SURMHFW�WR�GLJLWDOL]H�VSHFLILF�VXSSO\�FKDLQ�FRUULGRUV�DPRQJ�WKUHH RU�
PRUH�LQWHUHVWHG�HFRQRPLHV��7KLV�SLORW�SURMHFW�ZRXOG�KHOS�LGHQWLI\�NH\�EDUULHUV�DQG�VSHFLILF�DUHDV�ZKHUH�UHIRUP�
LV�QHHGHG��VXFK�DV�ZKHUH�H[LVWLQJ�IUHH�WUDGH�DJUHHPHQWV�QHHG�WR�EH�UHYLHZHG�WR�IDFLOLWDWH�WKH�FURVV�ERUGHU�XVH�
RI�GLJLWDO�GRFXPHQWV�DQG� WKH�OHJDO�UHFRJQLWLRQ�RI�GLJLWDO�VLJQDWXUHV�LQ�GLJLWDO� WLWOH� WUDQVIHU� GRFXPHQWV��DQG�
ZKHUH�FRPPRQ�VWDQGDUGV�DQG�LQWHU�RSHUDELOLW\�QHHG�WR�EH�GHYHORSHG�

� $3(&�HFRQRPLHV VKRXOG� UHYLHZ� WKHLU� OHJDO�DQG�UHJXODWRU\� IUDPHZRUNV DQG� IUHH� WUDGH�DJUHHPHQWV��:KHUH�
QHHGHG� WKH\�VKRXOG XQGHUWDNH�UHIRUPV WR�IDFLOLWDWH�GLJLWDOL]DWLRQ�RI�PDQXDO�DQG�SDSHU�EDVHG�SURFHVVHV��,Q�
SDUWLFXODU��HFRQRPLHV�VKRXOG�UHYLHZ�WKHLU�ODZV�DQG DOLJQ�WKHP�DV�DSSURSULDWH�ZLWK�WKH�81&,75$/�0RGHO�
/DZ�RQ�(OHFWURQLF�7UDQVIHUDEOH�5HFRUGV�

� $3(&�)LQDQFH�0LQLVWHUV�VKRXOG�HQFRXUDJH�UHOHYDQW�VWDNHKROGHUV�WR�VXSSRUW�LQGXVWU\�HIIRUWV�WR�VWDQGDUGL]H�
PDUNHW� FRQYHQWLRQV� DQG� WHFKQRORJ\� SURWRFROV�� SDUWLFXODUO\� GLJLWDO� UXOHV� IRU� WUDGH� ILQDQFH�� LQFOXGLQJ� WKH�
DGRSWLRQ�RI�HVWDEOLVKHG�GLJLWDO�VHFXULW\�DQG�WHFKQRORJ\ VWDQGDUGV�IRU�GRFXPHQW�PDQDJHPHQW�DQG�H[FKDQJH�

%8,/',1*�7+(�(&26<67(0�)25�$�02'(51�029$%/(6�),1$1&(�0$5.(7

8VLQJ�PRYDEOH�DVVHWV�DV�FROODWHUDO�KDV�EHHQ�D�PDMRU�VRXUFH�RI�ILQDQFLQJ�IRU�60(V�LQ�DGYDQFHG�PDUNHWV��,Q�PDQ\�
GHYHORSLQJ� HFRQRPLHV�� KRZHYHU�� OHQGHUV� KDYH� WUDGLWLRQDOO\� DFFHSWHG� RQO\� UHDO� HVWDWH� DV� FROODWHUDO�� GXH� WR
XQGHUGHYHORSHG�OHJDO�IUDPHZRUNV�DQG�ODFN�RU�LQDGHTXDF\�RI�FROODWHUDO�UHJLVWULHV�IRU�PRYDEOH�DVVHWV��6LQFH�������
VHYHUDO�PHPEHU�HFRQRPLHV�KDYH�LQLWLDWHG�OHJDO�UHIRUPV�DQG�DFWLRQV�WR�HVWDEOLVK�XQLILHG�FROODWHUDO�UHJLVWULHV�XQGHU�
WKH�&HEX�$FWLRQ�3ODQ��DQG�VRPH�RI�WKHVH�PHDVXUHV�KDYH�EHHQ�FRPSOHWHG��7R�DFFHOHUDWH�WKH�GHYHORSPHQW�RI� WKH�
PRYDEOHV�ILQDQFH�PDUNHWV��EULQJ�WKHP�LQWR�WKH�GLJLWDO�DJH�DQG�DOLJQ�WKHP�ZLWK�$3(&¶V�JRDO�RI�UHJLRQDO�LQWHJUDWLRQ��
QHZ�LQLWLDWLYHV DUH�QHHGHG�

5HFRPPHQGDWLRQ���(�

$3(&�VKRXOG�LQLWLDWH�FDSDFLW\�EXLOGLQJ�SURJUDPV�IRU�LQWHUHVWHG�HFRQRPLHV�XQGHU�WKH�&HEX�$FWLRQ�3ODQ¶V�
)LQDQFLDO� ,QIUDVWUXFWXUH� 'HYHORSPHQW� 1HWZRUN� �),'1�� WR� EXLOG� D� PRGHUQ� PRYDEOHV� ILQDQFH� PDUNHW�
IRFXVLQJ�RQ�PDUNHW�GHYHORSPHQW��GLJLWDOL]DWLRQ�DQG�JOREDOL]DWLRQ�

&RQFUHWHO\��WKHVH�LQLWLDWLYHV�ZLOO�QHHG�WR�DGGUHVV�WKH�IROORZLQJ�

� 0DUNHW�GHYHORSPHQW��,QLWLDWLYHV�VKRXOG�DLP�WR��D��GHHSHQ�UHJXODWRUV¶�DQG�OHQGHUV¶�XQGHUVWDQGLQJ�RI�PRYDEOH�
DVVHW� ILQDQFH� DQG� LVVXH� UHOHYDQW� SROLFLHV� DQG� JXLGHOLQHV� �� �E�� GHYHORS� VXSSRUWLQJ� VHUYLFHV�� LQFOXGLQJ�
FROODWHUDO�PDQDJHPHQW�DQG�FUHGLW�SURIHVVLRQDO�OLDELOLW\�LQVXUDQFH��DQG��F��GHYHORS�QRQ�EDQN�PDUNHW�SOD\HUV�

� 'LJLWDOL]DWLRQ�� ,QLWLDWLYHV� VKRXOG� DLP� WR� �D�� FUHDWH� DQ� HQDEOLQJ� HQYLURQPHQW� IRU� H�SODWIRUPV��� LQFOXGLQJ�
GLVWULEXWHG�OHGJHUV�WKDW�FDQ�SURPRWH�HIILFLHQF\�DQG�UHGXFH�WKH�FRVW�RI�WKHLU�LQWHU�RSHUDELOLW\� DQG��E��GLJLWL]H
ILQDQFLQJ�LQVWUXPHQWV�VXFK�DV�GLJLWDO LQYRLFHV�DQG�GLJLWDO�ZDUHKRXVH�UHFHLSWV�

� *OREDOL]DWLRQ��5HOHYDQW�$3(&� IRUD�� VKRXOG� XQGHUWDNH� GLDORJXHV�ZLWK� GHYHORSLQJ� HFRQRPLHV� WR� SURPRWH�
LQWHU�RSHUDELOLW\�RI�VHFXUHG�ILQDQFLQJ�V\VWHPV�DFURVV�MXULVGLFWLRQV�

(;3$1',1*�$&&(66�72�$ %52$'(5 5$1*(�2)�),1$1&,$/�6(59,&(6

3URPRWLQJ�DFFHVV�WR�FUHGLW�KDV�EHHQ�D�PDMRU�IRFXV�RI�ILQDQFLDO�LQFOXVLRQ�HIIRUWV��+RZHYHU��D�PRUH�KROLVWLF�YLHZ�
WKDW� DIILUPV� WKH� LPSRUWDQFH� RI� SURPRWLQJ� DFFHVV� WR� D� EURDGHU� UDQJH� RI� ILQDQFLDO� VHUYLFHV�� LQFOXGLQJ� VDYLQJV��
LQVXUDQFH� SHQVLRQV�DQG�SD\PHQWV�DORQJVLGH�FUHGLW�KDV�HPHUJHG��XQGHUVFRULQJ�WKH�VKLIWLQJ�ODQGVFDSH�RI�ILQDQFLDO�
VHUYLFHV�DV�WKH\�DUH�UHVKDSHG�E\�GLJLWDO�WHFKQRORJ\�DQG�QHZ�EXVLQHVV�PRGHOV� 3ROLF\�DQG�UHJXODWRU\�UHIRUPV�DUH�
NH\� WR� SURYLGLQJ� DQ� HQDEOLQJ� HQYLURQPHQW� IRU� ILQDQFLDO� LQQRYDWLRQ� SRZHUHG� E\� GLJLWDO� WHFKQRORJ\� WR� EHQHILW�
GLVDGYDQWDJHG�JURXSV�RI�SHRSOH�VXFK�DV�WKH�SRRU��ZRPHQ��GLVDEOHG��\RXQJ�SHRSOH�DQG�WKRVH�OLYLQJ�LQ�UXUDO�DQG�
UHPRWH�DUHDV�

�� ,QFOXGLQJ�GHYHORSPHQW�RI�FRPSHWHQFH�LQ�VHYHUDO�LQQRYDWLYH�PRYDEOHV�DSSURDFKHV��VXFK�DV�DVVHW�EDVHG�OHQGLQJ�DQG�VXSSO\�FKDLQ�ILQDQFH�
�� (�J���H�SODWIRUPV�IRU�UHFHLYDEOHV�ILQDQFH��ZDUHKRXVH�UHFHLSWV�ILQDQFH�DQG�VXSSO\�FKDLQ�ILQDQFH�
�� 7KHVH�DUH�WKH�$3(&�)03��WKH�(FRQRPLF�&RPPLWWHH¶V�6WUHQJWKHQLQJ�(FRQRPLF�DQG�/HJDO�,QIUDVWUXFWXUH��6(/,��&RRUGLQDWLQJ�*URXS��WKH�$3(&�60(�
:RUNLQJ�*URXS�DQG�WKH�$3))�



�

5HFRPPHQGDWLRQ����)�

$3(&� GHYHORSLQJ� HFRQRPLHV� VKRXOG� XQGHUWDNH� UHIRUPV� WR� H[SDQG� DFFHVV� RI� UXUDO� DQG� ORZ�LQFRPH�
FRQVXPHUV�DQG�PLFUR�HQWHUSULVHV�WR�VDYLQJV��LQVXUDQFH�DQG�SHQVLRQV��XVLQJ�GLJLWDO�WHFKQRORJ\��DQG�SURPRWH�
ILQDQFLDO�OLWHUDF\�

&RQFUHWH�UHIRUPV�VKRXOG�LQFOXGH�WKH�IROORZLQJ�

� $FFHVV� WR�VDYLQJV���D��*RYHUQPHQWV�VKRXOG�VWDUW�GLJLWL]LQJ�*�3�DQG�3�*�SD\PHQWV� WR�GULYH�PRUH�VDYLQJV�
WRZDUG�IRUPDO�GLJLWDO�FKDQQHOV���E��*RYHUQPHQWV�VKRXOG�SURPRWH�H�FRPPHUFH�DPRQJ XQEDQNHG�KRXVHKROGV�
WR�HQFRXUDJH RSHQLQJ�DFFRXQWV� �F��5HJXODWRUV�VKRXOG�VXSSRUW�GHYHORSPHQW�RI�WLHUHG�.<&�FRPSOLDQFH�DQG�
XVH�RI�H�.<&�WR�DOORZ�VLPSOLILHG�DQG�UHPRWH DFFRXQW�RSHQLQJ���G��5HJXODWRUV�DQG�UHOHYDQW�DJHQFLHV�VKRXOG�
VXSSRUW�LQQRYDWLRQV WKURXJK�ILQDQFLDO�DQG�GLJLWDO�OLWHUDF\�DQG FRQVXPHU�SURWHFWLRQ�IRU�QHZ�SURGXFWV�
DQG�LPSURYHPHQW�RI�UXUDO�,&7�LQIUDVWUXFWXUH���

� $FFHVV�WR�LQVXUDQFH���D��5HJXODWRUV�VKRXOG�XVH WKH�H[LVWLQJ�0XWXDO�([FKDQJH�)RUXP�RQ�,QFOXVLYH�,QVXUDQFH�
�0(),1��SODWIRUP�WR�GHYHORS�SROLF\�IUDPHZRUNV��SURSRUWLRQDWH�UHJXODWLRQV�RQ�WKH�XVH�RI� WHFKQRORJ\��DQG�
VFDODEOH�EXVLQHVV�PRGHOV� �E��)LQDQFH�PLQLVWULHV� VKRXOG�FRQYHQH�D� URXQGWDEOH�DPRQJ� NH\ VWDNHKROGHUV� WR�
HVWDEOLVK�PHFKDQLVPV�IRU�LQWHU�DJHQF\�FRRUGLQDWLRQ�DQG�SXEOLF�SULYDWH�FROODERUDWLRQ�

� $FFHVV� WR�SHQVLRQV�� �D��*RYHUQPHQWV� VKRXOG�GHYHORS�VWUDWHJLHV� WR� LQFHQWLYL]H�SHRSOH� WR� MRLQ�SHQVLRQ�IXQG�
VFKHPHV��IRFXVHG RQ�HGXFDWLRQ�DQG�DZDUHQHVV�DQG�WHFKQRORJLHV�VXFK�DV�GLJLWDO�.<&�DQG�URER�DGYLVRUV���E��
5HOHYDQW�SXEOLF�VHFWRU� VWDNHKROGHUV� �VXFK�DV�PLQLVWULHV�RI� ILQDQFH�DQG� ODERU�DQG�NH\� UHJXODWRU\�DJHQFLHV��
VKRXOG�FRQYHQH�D�URXQGWDEOH�WR�SURPRWH�DZDUHQHVV�RI�WKH�LPSRUWDQFH�RI�SHQVLRQ�IXQGV�IRU�WKH�GHYHORSPHQW�
RI�WKH�FDSLWDO�PDUNHW�DQG�LQIUDVWUXFWXUH�DQG�DJUHH�RQ�FRRUGLQDWHG�DFWLRQ�

&5($7,1*�,1&/86,9( 3$<0(17�6<67(06

3D\PHQW�V\VWHPV�SURYLGH�DQ�HVVHQWLDO�ILQDQFLDO�VHUYLFH� WKDW�HQDEOHV�EXVLQHVVHV�DQG�LQGLYLGXDOV�WR�PDQDJH�WKHLU�
GDLO\�ILQDQFLDO�DFWLYLWLHV��3D\PHQW�VHUYLFHV�DOVR�FRQVWLWXWH�D�JDWHZD\�WR�RWKHU�ILQDQFLDO�VHUYLFHV�VXFK�DV�VDYLQJV��
LQYHVWPHQW�DQG�FUHGLW��DQG�DUH�FULWLFDO� WR� WKH�HIILFLHQW�SURYLVLRQ�RI� WKHVH�RWKHU�VHUYLFHV��� $FFHVV�WR�DIIRUGDEOH�
UHWDLO�SD\PHQW�VHUYLFHV�KDV�EHHQ�D�PDMRU�ILQDQFLDO�LQFOXVLRQ�LVVXH�GXH�WR�WKH�KLJK�FRVWV�RI�PDNLQJ�WUDQVIHUV�WKURXJK�
WKH� WUDGLWLRQDO� EDQNLQJ� V\VWHP�� 7KLV� KDV� SUHVHQWHG� RSSRUWXQLWLHV� WR� DOWHUQDWLYH� SD\PHQW� VHUYLFH� SURYLGHUV��
HVSHFLDOO\�ZLWK�WKH�HPHUJHQFH�RI�GLJLWDO�WHFKQRORJLHV�

+RZHYHU��WKH�GHYHORSPHQW�RI�WKHVH�DOWHUQDWLYH�SD\PHQW�VHUYLFHV�UHTXLUHV�DQ�HQDEOLQJ�HQYLURQPHQW��RI�ZKLFK�WKH�
IROORZLQJ�DUH�NH\�HOHPHQWV�

� ,QWHU�RSHUDEOH�GLJLWDO�LGHQWLILFDWLRQ�RI�FRQVXPHUV��'LJLWDO�,'V�DUH�DQ�LPSRUWDQW�IRXQGDWLRQ�RI�SXEOLF�GLJLWDO�
LQIUDVWUXFWXUH��DQ�HQDEOLQJ�WHFKQRORJ\�VLWWLQJ�DFURVV�DFFHVV�QHWZRUNV�YLWDO�WR�HVWDEOLVK�WUXVW�EHWZHHQ�SDUWLHV��
7KH\�DUH�SLYRWDO�LQ�LQWHUDFWLRQV�DPRQJ�LQGLYLGXDOV�DQG�LQVWLWXWLRQV��LQFOXGLQJ�WKH�GHOLYHU\�RI�SXEOLF�VHUYLFHV��
H�FRPPHUFH��ILQDQFLDO�VHUYLFHV��HGXFDWLRQ�DQG�KHDOWK�FDUH��:KHQ�FRPELQHG�ZLWK�WKH�XVH�RI�PRELOH�GHYLFHV��
XQLYHUVDO�GLJLWDO� ,'V�� �D��PDNH� LW� HDVLHU� IRU� WKH�XQEDQNHG� WR�REWDLQ� ILQDQFLDO� DFFRXQWV�E\� VLPSOLI\LQJ WKH�
GRFXPHQWDWLRQ� UHTXLUHPHQWV� DW� DFFRXQW� RSHQLQJ�� �E��KHOS� ILQDQFLDO� LQVWLWXWLRQV� FRPSO\�ZLWK� FXVWRPHU� ,'�
FRPSRQHQWV�RI�FXVWRPHU�GXH�GLOLJHQFH��&''��UHTXLUHPHQWV�LQ�D�FRVW�HIIHFWLYH�ZD\��HVSHFLDOO\�LI�DJHQWV�KDYH�
ELRPHWULF�FRPSDWLEOH�WHFKQRORJ\�WKDW�GRHV�DZD\�ZLWK�WKH�QHHG�IRU�SK\VLFDO�SUHVHQFH�RI�FXVWRPHUV�RU�ILQDQFLDO�
LQVWLWXWLRQ�SHUVRQQHO��DQG��F��FRQWULEXWH�WR�ILQDQFLDO�VHFWRU�GHHSHQLQJ�WKURXJK�WKH�FUHDWLRQ�RI�FUHGLW�KLVWRULHV�
IRU�SUHYLRXVO\�XQVHUYHG�FXVWRPHUV��WKXV�DOORZLQJ�VHUYLFH�SURYLGHUV�WR�EHWWHU�PRQLWRU�FXVWRPHU�EHKDYLRU�DQG�
OLDELOLWLHV�DQG�DFFRUGLQJO\�RIIHU�QHZ�VHUYLFHV�VXFK�DV�FUHGLW�DQG�LQVXUDQFH�

� 5HVSRQVLEOH�GLJLWDO�ILQDQFLDO�SUDFWLFHV�WR�SURWHFW�FRQVXPHUV�DQG�GDWD��$OWHUQDWLYH�SD\PHQW�DQG�GLVWULEXWLRQ�
FKDQQHOV�LQYROYH�D�YDULHW\�RI�QHZ�VHUYLFHV�DQG�EXVLQHVV�PRGHOV�WKDW�RIIHU�RSSRUWXQLWLHV�IRU�ILQDQFLDO�LQFOXVLRQ�
WKURXJK�SHUVRQDOL]DWLRQ�RI�VHUYLFH��FRQYHQLHQW�DFFHVV�DQG�ORZHU�DFTXLVLWLRQ��WUDQVDFWLRQ�DQG�VHWWOHPHQW�FRVWV��
7KHVH� PD\� LQFOXGH� DPRQJ� RWKHUV� SHHU�WR�SHHU� �3�3�� OHQGLQJ� SODWIRUPV�� QHZ� FUHGLW� UDWLQJ� VHUYLFHV� RU�
JRYHUQPHQW� WUDQVIHUV� WKURXJK� LQWHJUDWHG� GLJLWDO� FKDQQHOV� WKDW� DUH� HQDEOHG� E\� HIILFLHQFLHV� IURP� WKH� XVH�RI�

�� ([DPSOHV�DUH�SURGXFW�LQQRYDWLRQV�VXFK�DV�RQOLQH�URWDWLQJ�VDYLQJV�DQG�FUHGLW�DVVRFLDWLRQV��526&$V��DQG�FKDQQHO�LQQRYDWLRQV�VXFK�DV�GLJLWDO�DJHQW�
EDQNLQJ�
�� &RPPLWWHH�RQ�3D\PHQWV�DQG�0DUNHW�,QIUDVWUXFWXUHV��&30,��DQG�WKH�:RUOG�%DQN�*URXS��3D\PHQW�DVSHFWV�RI ILQDQFLDO�LQFOXVLRQ �$SULO�������
>KWWS���GRFXPHQWV�ZRUOGEDQN�RUJ�FXUDWHG�HQ��������������������SGI��������:3�5(3//$&(0(17�38%/,&�3$),�5HSRUW�ILQDO�LQ�$��SGI@�



�

GLJLWDOL]DWLRQ�DQG�GDWD�DQDO\WLFV�DQG�WDUJHWLQJ��+RZHYHU��WKH�UDSLG�EURDGHQLQJ�RI�FRQVWLWXHQFLHV�DOVR�HQWDLOV
VWURQJHU� FRQVXPHU� DQG� GDWD� SURWHFWLRQ�� SDUWLFXODUO\� IRU� WKH�PRVW� YXOQHUDEOH� VHJPHQWV� RI� VRFLHW\�� 7KLV� LV�
LPSRUWDQW�WR�HQJHQGHU�PRUH�WUXVW�LQ�WKHVH�QHZ�SD\PHQW�FKDQQHOV�DQG�HQVXUH�WKHLU�VXVWDLQHG�GHYHORSPHQW�

� 6WDNHKROGHU� FRRUGLQDWLRQ� LQ� GHYHORSLQJ� DQ� HQDEOLQJ� HQYLURQPHQW�� 1LPEOHU� DSSURDFKHV� E\ UHJXODWRUV� DQG�
UHVSRQVLYH�SROLF\�IUDPLQJ�DUH�QHHGHG� WR�SURYLGH�FRQGLWLRQV�IRU�GLJLWDO� LQLWLDWLYHV� WR�DFKLHYH�VFDOH�DQG� WKH�
DELOLW\� WR� TXLFNO\� DQG� HIIHFWLYHO\� UHVSRQG� WR�PDUNHW� QHHGV� WKURXJK�PDVV� FXVWRPHU� DFTXLVLWLRQ�� (QDEOLQJ�
GLJLWDOL]DWLRQ��ZKLFK�FXWV�DFURVV�VHFWRUV��UHTXLUHV�FROODERUDWLRQ�DQG�FRPPXQLFDWLRQ�DFURVV�YDULRXV�UHOHYDQW�
JRYHUQPHQW� DJHQFLHV� DQG� DXWKRULWLHV� WKDW� KDYH� RIWHQ� WUDGLWLRQDOO\� RSHUDWHG� LQ� VLORV�� $V� FRVWV� DQG�
FRPSHWLWLYHQHVV�DUH�DIIHFWHG�E\�FKRLFHV�RI�IROORZLQJ�ORFDOL]HG�RU�LQWHUQDWLRQDO VWDQGDUGV��DQG�DV�WKH�IORZ�RI�
VHUYLFHV�DFURVV�PDUNHWV�GHSHQGV�RQ�WKH�LQWHU�RSHUDELOLW\�RI�UHJXODWLRQV��FURVV�MXULVGLFWLRQDO�FROODERUDWLRQ�LV�
QHHGHG��)LQDOO\��LQYROYLQJ QRQ�JRYHUQPHQW�VWDNHKROGHUV�LV�EHFRPLQJ�LQFUHDVLQJO\�LPSRUWDQW��VLQFH�PXFK�RI�
WKH�H[SHUWLVH�DQG�NQRZOHGJH LQYROYHG�LQ�PDQDJLQJ�GLJLWDO�GLVUXSWLRQ�DQG WUDQVIRUPDWLRQ�UHVLGHV�LQ�WKH�SULYDWH�
VHFWRU�DQG�WKH�VXVWDLQDELOLW\�DQG�LQFOXVLYHQHVV�RI�LQLWLDWLYHV�RIWHQ�UHTXLUH�WKH�VXSSRUW�DQG�DFWLYH�SDUWLFLSDWLRQ�
RI�FLYLO�VRFLHW\�

� 0HDVXULQJ�LPSDFW� 7KH�DELOLW\�WR�PHDVXUH�DQG�DVVHVV�LPSDFW RI�LQLWLDWLYHV�LV�LPSRUWDQW�IRU�WKHLU�VXFFHVV�DQG�
HIIHFWLYHQHVV�� ,W� LV�DOVR� LPSRUWDQW� IRU�PDLQWDLQLQJ�SROLWLFDO� VXSSRUW��SDUWLFXODUO\� IRU� LQLWLDWLYHV� WKDW� UHTXLUH�
SROLWLFDO� GHFLVLRQ�PDNHUV� WR� H[SHQG� SROLWLFDO� FDSLWDO�� VXFK� DV� WKRVH� WKDW� HQDEOH� QHZ� HQWUDQWV� WR� FKDOOHQJH�
LQFXPEHQW�VHUYLFH�SURYLGHUV�RU�WKRVH�WKDW LQYROYH�JHRJUDSKLFDO�UHGLVWULEXWLRQ�RU�UHGLUHFWLRQ�RI�UHVRXUFHV��7R�
GR�WKLV��KRZHYHU��WKH GHDUWK�RI�FRQVLVWHQW�DQG�HIIHFWLYH�PHDVXUHPHQW�LQGLFDWRUV�QHHGV�WR�EH DGGUHVVHG�

5HFRPPHQGDWLRQ����*�

,QWHUHVWHG� $3(&� GHYHORSLQJ� HFRQRPLHV� VKRXOG� IDFLOLWDWH� WKH� DFFHOHUDWHG� GHYHORSPHQW� RI� DOWHUQDWLYH�
SD\PHQW� FKDQQHOV� E\� LQWURGXFLQJ GLJLWDO� LGHQWLWLHV DQG� LQWHURSHUDEOH� FRQVXPHU� ,' WR� SURPRWH� GLJLWDO�
ILQDQFLDO�VHUYLFHV��SURPRWLQJ�UHVSRQVLEOH�GLJLWDO�ILQDQFLDO�SUDFWLFHV�WR�HQVXUH�FRQVXPHU�DQG�GDWD�SURWHFWLRQ��
FUHDWLQJ FRRUGLQDWLQJ� SROLF\� DJHQFLHV WR� RYHUVHH� GLJLWDO� ILQDQFLDO� VHFWRU� GHSOR\PHQW�� DQG� HVWDEOLVKLQJ�
&RPPRQ�'LJLWDO�)LQDQFLDO�6HUYLFHV�,QGLFDWRUV WR�PHDVXUH�DQG�WUDFN SURJUHVV�

7KH�IROORZLQJ�FRQFUHWH�DFWLRQV�DUH�QHHGHG�WR�LPSOHPHQW�WKLV�UHFRPPHQGDWLRQ�

� ,QWHUHVWHG�$3(&�HFRQRPLHV�VKRXOG�LQLWLDWH�GLVFXVVLRQV�RQ�WKH�IHDVLELOLW\�DQG UHTXLUHPHQWV�RI DQ�$3(&�'LJLWDO�
,'��ZKLFK�FRXOG�HYHQWXDOO\�GHYHORS�LQWR�WKH�QH[W�LWHUDWLRQ�RI�WKH�$3(&�%XVLQHVV�7UDYHO�&DUG�

� ,QWHUHVWHG�$3(&�HFRQRPLHV�VKRXOG�HVWDEOLVK�WKH�IROORZLQJ�VWUXFWXUHV�LQ�WKHLU�RZQ�MXULVGLFWLRQV DV�QHHGHG�
� $� 'LJLWDO� )LQDQFH� 7DVN� )RUFH�� EULQJLQJ� WRJHWKHU� ILQDQFH� DQG� UHOHYDQW� PLQLVWHUV� LQYROYHG� LQ� GLJLWDO�

HFRQRP\�SROLFLHV�WR�XQGHUWDNH�FURVV�VHFWRUDO�FRRUGLQDWLRQ�
� $Q�RYHUDUFKLQJ�DGYLVRU\�ERG\ WR�HQVXUH�FRQVXPHU�SURWHFWLRQ�DQG�GDWD�SURWHFWLRQ�LQ�GLJLWDO�ILQDQFH�
� $�WDVN�IRUFH�WR�RYHUVHH�WKH�GHYHORSPHQW�RI�$3(&�'LJLWDO�)LQDQFH�,QGLFDWRUV�DQG�DQ�$3(&�'LJLWDO�7UDGH�

,QGH[��)ROORZLQJ�LQLWLDO�GHYHORSPHQW�RI�WKHVH�LQGLFDWRUV��$3(&�PHPEHU�HFRQRPLHV�VKRXOG�FROOHFW�DQG�
SURYLGH�GDWD�WR�WKH�$3(&�6HFUHWDULDW�IRU�FROODWLRQ�DQG�DQDO\VLV�

)XUWKHU� GHWDLOV� DUH� DYDLODEOH� LQ� WKH� SD\PHQWV� ODQGVFDSH� SDSHU XVHG� DV� WKH� EDVLV� IRU� WKLV� DQDO\VLV� DQG�
UHFRPPHQGDWLRQ� KWWSV���ZZZ��DEDFRQOLQH�RUJ�DVVHWV������5HVHDUFK�3D\PHQWVB/DQGVFDSHB3DSHUB�����SGI��

,,� $FFHOHUDWLQJ�5HJLRQDO�)LQDQFLDO�,QWHJUDWLRQ

0RVW�HFRQRPLHV�LQ�WKH�UHJLRQ�KDYH�DOUHDG\�EHHQ�IRU�D�ORQJ�WLPH WR�D�VLJQLILFDQW H[WHQW�ILQDQFLDOO\�LQWHJUDWHG�ZLWK�
PDMRU�JOREDO� ILQDQFLDO� FHQWHUV��+RZHYHU�� WKH�SURJUHVV�RI� LQWUD�UHJLRQDO� ILQDQFLDO� LQWHJUDWLRQ�� HVSHFLDOO\� DPRQJ�
GHYHORSLQJ�HFRQRPLHV��KDV�EHHQ�VORZ��&RQVLGHUDEOH�DPRXQWV�RI�VDYLQJV�LQ�GHYHORSLQJ�HFRQRPLHV�DUH�IORZLQJ�WR
DGYDQFHG�PDUNHWV�EHIRUH�EHLQJ�UHF\FOHG�EDFN�WR�PHHW�WKH�KXJH�QHHGV�RI�WKH�UHJLRQ�IRU�ILQDQFLQJ�LQIUDVWUXFWXUH�DQG�
HQWHUSULVH� H[SDQVLRQ� 6HYHUDO� $VLD�3DFLILF� HFRQRPLHV� DUH� LPSRUWDQW� PDUNHWV IRU� IXQG� PDQDJHPHQW� SURGXFWV�
PDQXIDFWXUHG�LQ�(XURSH��LQFOXGLQJ�WKRVH�WKDW�LQYHVW�FDSLWDO�EDFN�LQWR�WKH�UHJLRQ� ,PSHGLPHQWV�WR�UHJLRQDO�ILQDQFLDO�
LQWHJUDWLRQ KDYH�KLQGHUHG WKH�GHYHORSPHQW�RI�ILQDQFLDO�PDUNHWV�DQG�NHSW�ILQDQFLDO�VHUYLFHV�FRVWO\�DQG�LQFRQYHQLHQW�

9DULRXV� LQLWLDWLYHV�DUH�EHLQJ�XQGHUWDNHQ� WR� LQWHJUDWH�GLIIHUHQW�SDUWV�RI� WKH�$VLD�3DFLILF�ILQDQFLDO�PDUNHW��7KHVH�
LQFOXGH� WKH�$6($1�%RQG�0DUNHW� ,QLWLDWLYH�DQG�$6($1�%RQG�)XQG�� WKH�$6($1���%RQG�0DUNHW�)RUXP�� WKH�
$6($1�(FRQRPLF &RPPXQLW\��WKH�3DFLILF�$OOLDQFH ,QWHJUDWHG�/DWLQ�$PHULFDQ�0DUNHW��0,/$���WKH�$VLD�5HJLRQ�
)XQGV�3DVVSRUW��$5)3���DQG�WKH�3DFLILF�$OOLDQFH�)XQGV�3DVVSRUW��DPRQJ�RWKHUV� +RZHYHU��PDQ\�REVWDFOHV�UHPDLQ�



�

WR�EH�DGGUHVVHG��VXFK�DV�WKH�ODFN�RI�LQWHU�RSHUDELOLW\�RI�UHJXODWLRQV DQG�PDUNHW�LQIUDVWUXFWXUH��GLVLQFHQWLYHV�GXH�WR�
GLIIHUHQW�WD[�WUHDWPHQW��VLORHG�SUDFWLFHV�RI�PDUNHW SOD\HUV DQG ODFN�RI�FRPPRQ�VWDQGDUGV�IRU�GRFXPHQWDWLRQ DQG�
SURFHVVHV��DPRQJ�RWKHUV�

6WURQJHU�UHJLRQDO�FROODERUDWLRQ FDQ�KHOS�DFFHOHUDWH�SURJUHVV�LQ�LQWHJUDWLQJ�ILQDQFLDO�V\VWHPV�DPRQJ�$3(&�PHPEHU
HFRQRPLHV�� DORQJ� ZLWK� RWKHU� QRQ�PHPEHU� HFRQRPLHV� LQ� WKH� UHJLRQ�� 7KLV� ZLOO� EHQHILW� WKH� UHJLRQ� LQ� WHUPV� RI�
LQFUHDVLQJ GHSWK� DQG� OLTXLGLW\� RI� VHFXULWLHV� PDUNHWV�� H[SDQGLQJ� WKH� UDQJH� RI� SURGXFWV� DQG� GLYHUVLILFDWLRQ�
RSSRUWXQLWLHV�IRU�LQYHVWRUV��DQG�PRUH�GLUHFW�DQG�HIILFLHQW�FKDQQHOLQJ�RI�FDSLWDO�WR�LQYHVWPHQW�ZLWKLQ�WKH�UHJLRQ��
6XFK�FROODERUDWLRQ�FDQ�SURPRWH ORZHU�WUDQVDFWLRQ�FRVWV�DQG�VKRUWHU�SD\PHQW�F\FOHV��IDFLOLWDWH WKH�HVWDEOLVKPHQW�RI�
QHZ�PDUNHWV�WKDW�WKH�UHJLRQ�QHHGV� VXFK�DV�WKH�PDUNHW�IRU�LQVXUDQFH�OLQNHG�VHFXULWLHV� DQG�HQDEOH WKH�JURZWK�RI�
VRSKLVWLFDWHG�ILQDQFLDO�VHUYLFHV�DQG�ILQDQFLDO�FHQWHUV�LQ�WKH�UHJLRQ�

$&&(/(5$7,1*�7+(�,17(*5$7,21�2)�/2&$/�&855(1&<�%21'�0$5.(76

/RFDO FXUUHQF\�ERQG�PDUNHWV�DUH FULWLFDO�IRU�PDQ\�UHDVRQV� 7KH\�KHOS�ILQDQFH LQIUDVWUXFWXUH�SURMHFWV�
FUXFLDO�WR�VXSSRUWLQJ�HFRQRPLF�JURZWK� 7KH\�FDQ�FKDQQHO H[FHVV�VDYLQJV�LQ�WKH�UHJLRQ�WR�IXQG�ORQJ�
WHUP�LQYHVWPHQW�QHHGV�RI�$VLD�3DFLILF�HFRQRPLHV��7KH\�FDQ�KHOS HFRQRPLHV�DYRLG WKH�GRXEOH�PLVPDWFK�
LVVXH�WKDW�FDXVHG�WKH�$VLDQ�)LQDQFLDO�&ULVLV��7KH\�DUH�FULWLFDO�WR SURPRWLQJ�DQG�GHHSHQLQJ�WKH�
GRPHVWLF�ORQJ�WHUP�LQYHVWRU�EDVH��7KH�PRVW�LPSRUWDQW�FKDOOHQJH�IDFLQJ�ORFDO�FXUUHQF\�ERQG�PDUNHWV�LQ�
WKH�UHJLRQ·V�GHYHORSLQJ HFRQRPLHV�LV�WKH�ODFN RI�GHSWK�DQG�OLTXLGLW\��ZKLFK�LV�GXH�LQ�ODUJH�SDUW�WR�WKH�
ODFN RI�D�ODUJH�DQG�GLYHUVH�LQYHVWRU�DQG�LVVXHU�EDVH�

7KH� H[SDQVLRQ� RI� FURVV�ERUGHU� LQYHVWPHQW� DQG� LVVXDQFH� DFURVV�PDUNHWV� VXSSRUWHG� E\�D� KDUPRQL]HG�
IUDPHZRUN�FDQ�KHOS�DWWUDFW D�ODUJHU�QXPEHU�RI�GLYHUVH�LQYHVWRUV� LQFUHDVH�PDUNHW�GHSWK�DQG�OLTXLGLW\��
DQG�SURPRWH UHJLRQDO�LQWHJUDWLRQ��6WURQJHU�FROODERUDWLRQ�DPRQJ�UHJXODWRUV��RIILFLDOV��DQG�WKH�SULYDWH�
VHFWRU�IRFXVHG�RQ�DGGUHVVLQJ�LVVXHV�LGHQWLILHG�E\�PDUNHW�SDUWLFLSDQWV�FDQ�KHOS DFFHOHUDWH�WKLV�SURFHVV�

5HFRPPHQGDWLRQ����$�

5HJXODWRUV� DQG� WKH� SULYDWH� VHFWRU� LQ� $VLD�3DFLILF� GHYHORSLQJ� HFRQRPLHV� VKRXOG� VWUHQJWKHQ� WKHLU�
FROODERUDWLRQ�WR�DGGUHVV�FKDOOHQJHV�IDFHG�E\�ORQJ�WHUP�LQVWLWXWLRQDO�LQYHVWRUV�LQ�LQYHVWLQJ�LQ�FURVV�ERUGHU�
ORFDO�FXUUHQF\�FRUSRUDWH�ERQGV�DV�ZHOO�DV�FURVV�ERUGHU�FRUSRUDWH�LVVXDQFHV�LQ�WKHVH�PDUNHWV�

$V�D�FRQFUHWH�VWDUWLQJ�SRLQW��UHJXODWRUV�DQG�WKH�SULYDWH�VHFWRU�VKRXOG�LQLWLDWH�FORVHU�FROODERUDWLRQ�WKURXJK�UHJLRQDO�
SODWIRUPV�VXFK�DV�WKH�$6($1���%RQG�0DUNHW�)RUXP��$%0)��DQG�WKH�$3)) WR�IRFXV RQ�WKH�IROORZLQJ�

� )DFLOLWDWLQJ� FURVV�ERUGHU� LQYHVWPHQW� E\� LQVWLWXWLRQDO� LQYHVWRUV LQ� ORFDO� FXUUHQF\� FRUSRUDWH� ERQG� PDUNHWV
WKURXJK� �D��PRUH�KDUPRQL]HG�ERQG�PDUNHW�VWDQGDUGV���E��DGGUHVVLQJ�WD[�GLVLQFHQWLYHV�VXFK�DV�ZLWKKROGLQJ�
WD[�� �F�� LPSURYLQJ� FHUWDLQW\� DQG� WUDQVSDUHQF\� RI� ORFDO� FXVWRG\� V\VWHPV�� DQG� �G��PDNLQJ� RQVKRUH� IRUHLJQ�
H[FKDQJH�DQG�LQWHUHVW�UDWH�KHGJLQJ�WRROV�DYDLODEOH WR�WKHVH�LQYHVWRUV�

� (QDEOLQJ�PRUH�FURVV�ERUGHU�LVVXDQFHV�WKURXJK� �D��XVH�RI�D�PDUNHW�GULYHQ�FRPPRQ�LVVXDQFH�IRUPDW�EURDGO\�
DFFHSWHG�E\�LQVWLWXWLRQDO�LQYHVWRUV�DQG�ERUURZHUV���E��SURJUHVVLYH DOLJQPHQW�RI�UHJXODWRU\�SURFHVVHV�WR�UHGXFH�
LVVXDQFH� FRVWV��� DQG� �F��EHQFKPDUNLQJ�PHDVXUHV� DJDLQVW�86�5HJXODWLRQ�6�DQG�(XUR�0HGLXP�7HUP�1RWH�
�(071��VWDQGDUGV�WKDW�DUH�FXUUHQWO\�IDYRUHG�E\�FRUSRUDWH�LVVXHUV LQ�$VLD�

$� FRQIHUHQFH� VKRXOG� EH� FRQYHQHG� E\� /DWLQ� $PHULFDQ� $3(&� PHPEHU� HFRQRPLHV� XVLQJ� WKH� 3DFLILF� $OOLDQFH�
SODWIRUP�WR�GLVFXVV�ERQG�PDUNHW�LQWHJUDWLRQ��LQFOXGLQJ�OHVVRQV�IURP�WKH $%0)�H[SHULHQFH��WR�GHYHORS�D�VWUDWHJ\�
IRU�ERQG�PDUNHW�LQWHJUDWLRQ�DPRQJ�WKHP DQG�LQWHU�RSHUDELOLW\�ZLWK�$VLDQ�HFRQRPLHV�

'(6,*1,1* ,17(5�23(5$%/(�)81'6�3$663257�6&+(0(6 ,1�$3(&

7KH�(8¶V�H[SHULHQFH�LQ�HVWDEOLVKLQJ�DQG�DGYDQFLQJ�WKH�8QGHUWDNLQJV�IRU�&ROOHFWLYH�,QYHVWPHQWV�LQ�7UDQVIHUDEOH�
6HFXULWLHV��8&,76��DQG�WKH�HYHQWXDO�VXFFHVV�RI�WKH�VFKHPH�LQVSLUHG�WKH�HPHUJHQFH�RI�VHYHUDO�VLPLODU�LQLWLDWLYHV�LQ�
WKH�UHJLRQ��7KHUH�DUH�QRZ�IRXU�IXQGV�SDVVSRUWLQJ�VFKHPHV LQYROYLQJ�$3(&�PHPEHU�HFRQRPLHV�± WKH�0DLQODQG�
+RQJ�.RQJ�0XWXDO�5HFRJQLWLRQ�RI�)XQGV��05)���WKH�$6($1�&ROOHFWLYH�,QYHVWPHQW�6FKHPH��WKH�$VLD�5HJLRQ�
)XQGV�3DVVSRUW��$5)3��DQG�WKH�3DFLILF�$OOLDQFH�)XQGV�3DVVSRUW� 7KH�$5)3�LV�QRZ�RSHUDWLRQDO��ZLWK�$XVWUDOLD��

�� (�J���E\�UHGXFLQJ�DGGLWLRQDO�FRPSOLDQFH�RU�GXH�GLOLJHQFH�FRVWV�IRU�RIIHULQJ�LQ�D�MXULVGLFWLRQ�ERQGV�WKDW�KDYH�DOUHDG\�EHHQ�DSSURYHG�RU�UHJLVWHUHG�LQ�
DQRWKHU�PHPEHU�MXULVGLFWLRQ�



�

-DSDQ�DQG�7KDLODQG�KDYLQJ�FRPPHQFHG�DFFHSWLQJ�DSSOLFDWLRQV�IURP�GRPHVWLF�DQG�IRUHLJQ�IXQGV�LQ�)HEUXDU\�WKLV�
\HDU��,Q�RUGHU�WR�DWWUDFW�PDUNHW�SDUWLFLSDQWV�WR�PDQXIDFWXUH�DQG�GLVWULEXWH�IXQGV�SURGXFWV�LQ�WKH�UHJLRQ��WKH GLIIHUHQW�
VWDNHKROGHUV RI�HDFK�RI�WKHVH�VFKHPHV�QHHG�WR�DJUHH�WR�ZRUN�WRZDUG�LQWHU�RSHUDELOLW\�

5HFRPPHQGDWLRQ����%�

$3(&�HFRQRPLHV�VKRXOG�DJUHH�WR�SURPRWH�LQWHU�RSHUDELOLW\�RI�IXQGV�SDVVSRUWV�LQ�WKH�UHJLRQ�DQG�LGHQWLI\�WKH�
PRGDOLW\�IRU�DFKLHYLQJ�WKLV�JRDO�

$V�D�ILUVW�VWHS��$5)3�DQG�3DFLILF�$OOLDQFH�VKRXOG�EHJLQ�GLVFXVVLRQV�RQ�YDULRXV�RSWLRQV��ZKLFK�FRXOG�LQFOXGH��D��
LQWHU�RSHUDELOLW\�EDVHG�RQ�VLPLODU�IXQGDPHQWDOV��XQGHU�ZKLFK HDFK�IXQG�SDVVSRUWLQJ�VFKHPH�VKDUHV�VXIILFLHQW�OHYHOV�
RI�VRSKLVWLFDWLRQ�LQ�DUHDV�IXQGDPHQWDO�WR�SDVVSRUWLQJ�DUUDQJHPHQWV�DFURVV�WKHLU�FRQVWLWXHQW�PHPEHUV��� �E��LQWHU�
RSHUDELOLW\�ZLWK�DQ�DGGLWLRQDO�EDUULHU��OD\HU�RI�FRPSOLDQFH�RU�FOHDUDQFH���� RU��F��LQWHU�RSHUDELOLW\�WKURXJK�ELODWHUDO�
SDVVSRUWLQJ�RI�LQGLYLGXDO�VFKHPH�PHPEHUV���

352027,1*�7+( (0(5*(1&(�2)�,17(5�23(5$%/(�5($/�7,0(�3$<0(17�6<67(06

%DWFK�HOHFWURQLF�IXQGV�WUDQVIHU�V\VWHPV�IRU�ODUJH�YROXPH�ORZ�YDOXH�WUDQVIHUV�FRQVWLWXWH�RQH�RI�WKH�PRVW�ZLGHO\�
XVHG�SD\PHQWV�FKDQQHOV��:LWK�WKH�UDSLG�JURZWK�RI�QRQ�FDVK�SD\PHQWV��PDUNHW�SDUWLFLSDQWV�DUH�QRZ�WUDQVLWLRQLQJ�
IURP�WKH�FXUUHQW�V\VWHPV�WKDW�DUH�SURFHVVHG�LQ�EDWFKHV�DQG�VHWWOHG�WKH�QH[W�GD\��WR�DOORZ�FRQWLQXRXV�RSHUDWLRQ��
UHGXFH�V\VWHPLF�ULVN��DFFRPPRGDWH�IXWXUH�JURZWK�DQG�GULYH�LQFUHDVHG�FRPPHUFLDO�DFWLYLW\��7R�GDWH��PDQ\�$3(&�
HFRQRPLHV�KDYH�GHYHORSHG�RU�DUH�GHYHORSLQJ�GRPHVWLF�LQVWDQW�SD\PHQW�PHFKDQLVPV� +RZHYHU��PDQ\�RI�WKHVH�
DUH�HLWKHU�QDVFHQW�RU�DUH�OLPLWHG�WR�WKH�GRPHVWLF�PDUNHW� 9DULRXV�PHDVXUHV�FRXOG�WKHUHIRUH�EH�WDNHQ�WR�KHOS�
H[LVWLQJ�GRPHVWLF�LQLWLDWLYHV WR�GHYHORS�DQG�PRYH�WRZDUGV�LQWHURSHUDEOH�FURVV�ERUGHU�LQVWDQW�SD\PHQWV��ZKLFK�
DUH�LPSRUWDQW�IRU�UHJLRQDO�LQWHJUDWLRQ��HIILFLHQF\�RI�FURVV�ERUGHU�ILQDQFLDO�WUDQVDFWLRQV��LQQRYDWLRQ��LQFOXVLRQ�DQG�
LQWHJULW\�RI�SD\PHQW�DQG�VHWWOHPHQW�V\VWHPV�

5HFRPPHQGDWLRQ����&�

&HQWUDO�EDQNV�DQG�UHOHYDQW�SXEOLF�DQG�SULYDWH�VHFWRU�VWDNHKROGHUV�VKRXOG�ZRUN�WRJHWKHU�WR�HVWDEOLVK�
UREXVW�DQG�UHJLRQDOO\�LQWHURSHUDEOH�UHDO�WLPH�SD\PHQWV�LQIUDVWUXFWXUH�EDVHG�RQ�LQWHUQDWLRQDO�VWDQGDUGV�

� $�UHDO�WLPH�SD\PHQWV�FDSDFLW\�EXLOGLQJ�SURJUDP�VKRXOG�EH�HVWDEOLVKHG�WR�IRVWHU�GLDORJXH�� DQG�FRRUGLQDWLRQ�
DPRQJ�HFRQRPLHV��*LYHQ�ZRUN�DOUHDG\�XQGHUZD\�RQ�UHDO�WLPH�SD\PHQWV�LQ�$6($1��LW�LV�UHFRPPHQGHG�WKDW�
D�SDWKILQGHU�JURXS�EH�IRUPHG�E\�PHPEHU�FHQWUDO�EDQNV�RI�WKH�$6($1�:RUNLQJ�&RPPLWWHH�RQ�3D\PHQW�DQG�
6HWWOHPHQW�6\VWHPV��:&366��XVLQJ�LWV�SODWIRUP��VXSSRUWHG�E\�FROODERUDWLRQ�ZLWK�UHSUHVHQWDWLYHV�IURP�WKH�
SULYDWH� VHFWRU�� LQFOXGLQJ� EDQNV�� SD\PHQW� FRPSDQLHV� DQG� WKHLU� UHSUHVHQWDWLYH� DVVRFLDWLRQV��7KH� SDWKILQGHU�
JURXS�ZRXOG�
R 8QGHUWDNH� DQ� DQDO\VLV� RI�GRPHVWLF� LQVWDQW� SD\PHQW�PHFKDQLVPV DFURVV�$6($1� LQ� RUGHU� WR� LQFUHDVH�

UHJLRQ�ZLGH�XQGHUVWDQGLQJ�DQG�LGHQWLI\�FDSDFLW\�JDSV�DQG�FDSDFLW\�EXLOGLQJ�RSSRUWXQLWLHV�
R ([SORUH�H[LVWLQJ� OLQNDJHV�EHWZHHQ� LQVWDQW�SD\PHQWV�PHFKDQLVPV DQG� LGHQWLI\� OHDUQLQJV�EDVHG�RQ� WKH�

FROOHFWLYH�H[SHULHQFH�RI�PHPEHU�HFRQRPLHV��ORRNLQJ�LQ�SDUWLFXODU�DW�KRZ�WR�JURZ�FURVV�ERUGHU�LQVWDQW�
SD\PHQWV�DPRQJ�SDUWLFLSDWLQJ�HFRQRPLHV�� �

�� 7KHVH�DUHDV�FDQ�LQFOXGH���D��HOLJLEOH�LQYHVWPHQW�DVVHW�FODVVHV���E��FXVWRG\�DUUDQJHPHQWV���F��RIIHU�GRFXPHQW�FRQGLWLRQV���G��UHJLVWUDWLRQ�
DUUDQJHPHQWV���H��DVVHW�PDQDJHPHQW�EXVLQHVV�OLFHQVLQJ���I��OLPLWV�RQ�OHYHUDJH��LI�DQ\����J��OLTXLGLW\�UHTXLUHPHQWV���K��FOLHQW�DFTXLVLWLRQV�DQG�$0/�.<&�
UHTXLUHPHQWV���L��WD[DWLRQ��LQYHVWRU�OHYHO��IXQG�OHYHO�DQG�LQYHVWPHQW�OHYHO���DQG��M��LQYHVWRU�SURWHFWLRQ�DQG�GLVSXWH�UHVROXWLRQ�SURFHGXUHV��:KHUH�
FRQVWLWXHQW�PHPEHUV�RI�WKH�UHVSHFWLYH�IXQG�SDVVSRUWLQJ�VFKHPHV�DUH�VDWLVILHG�WKDW�WKHLU�FRXQWHUSDUWV�KDYH�DQ�DGHTXDWHO\�PDWXUH�LQGXVWU\��PHDVXUHG�
SHUKDSV�LQ�SDUW�E\�WKH�FULWHULD�DERYH��WKH\�PD\�DOORZ�DOO�PHPEHUV�RI�WKH�RWKHU�IXQG�SDVVSRUWLQJ�VFKHPH�DFFHVV�WR�WKHLU�VFKHPH�DQG�YLFH�YHUVD�
�� ,Q�WKLV�RSWLRQ��ZKHUH�RQH�SDVVSRUWLQJ�VFKHPH�PD\�FRPSULVH�HFRQRPLHV�RI�D�VLPLODU�OHYHO�RI�GHYHORSPHQW�DQG�PDWXULW\��DQRWKHU�PD\�KDYH�D�OHVV�
KRPRJHQRXV�SRRO�RQ�FRQVWLWXHQWV�DV�PHPEHUV��7KLV�FRXOG�OHDG�WR�GLVFUHSDQFLHV�LQ�UHJXODWRU\�DSSURDFKHV��LQYHVWRU�SURWHFWLRQV�DQG�OLFHQVLQJ�
UHTXLUHPHQWV��,Q�WKLV�VLWXDWLRQ��WKH�SDVVSRUWLQJ�VFKHPHV�PD\�HVWDEOLVK�DGGLWLRQDO�EDUULHUV�IRU�LQGLYLGXDO�HFRQRPLHV�WR�FOHDU�EHIRUH�WKH\�FDQ�EH�JUDQWHG�
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SRWHQWLDO�WR�ILOO�LPSRUWDQW�JDSV�LQ�HFRQRPLHV¶�GLVDVWHU�ULVN�ILQDQFLQJ�IUDPHZRUNV��6WURQJ�LQYHVWRU�GHPDQG�IRU�WKH�
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