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'HFODUDWLRQ DQG &RQVHQW

, KHUHE\ GHFODUH WKDW WKLV WKHVLV LV WKH UHVXOWYV RI F
$00 RWKHU VRXUFHVY DUH DFNQRZOHGJHG E\ ELEOLRJUDSKLF
DFFHSWHG LQ VXEVWDQFH IRU DQ\ GHJUHH DQG LV QRW EHLC
GHJUHH XQOHVV DV DJUHHG E\ WKH 8QLYHUVLW\ IRU DSSUR

<U Z\l GUZ\ K\Q \Q GDWJDQ PDL FDQO\QLDG I\ \PFKZLO I\ KXQ
ZDKDQRO &DLII IINQRQHOODX HUDLOO HX F\GQDERG JDQ GUR
VIOZHGG \ JZDLWK KZQ ZHGL FDHO HL GGHUE\Q RfU EODHQ
J\IOZ\QR DU \U XQ SU\G PHZQ \PJHLVLDHWK DP XQUK\Z UDGC
%ULI\WJRO DP J\PZ\WWHUDX GHXRO F\PHUDGZ\
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7KLV WKHVLV VWXGLHY WKH UROH Rl SXEOLF EDQNV RSHUDW!I
EDQNV 5%V LQ DGGUHVVLQJ WKH PDUNHW IDLOXUH GXH WR
7KLV VWXG\ FRQFHUQV 5'%V LQ ,QGRQHVLD :H HPSOR\ WKUHF
RI 5'%V WKDW ZLOO EH GLVFXVVHG LQ WKUHH LQYHVWLJDW
SROLWLFDO LVVXHV JHRJUDSKLFDO LVVXHV DQG RSDTXHQH
060(V 7KLV WKHVLV HQULFKHY OLWHUDWXUH E\ SUHVHQWL
KDQG DW WKH UHJLRQDO OHYHO (PSOR\LQJ WKH UHJLRQDO
LQYHVWLIJDWHG WKH SROLWLFDO PRWLYHV EHKLQG WKH OHQ
5'%V VHHP WR DWWUDFW PRUH YRWHUV IURP ORZ LQFRPH VR
ZKLOH WKH FOLHQWHOLVP LV GHWHFWHG LQ DOOLHG 5'%V RQ
3ROLWLFDO OHQGLQJ FDQ DOVR EH VHHQ ZKHQ 5'%V KDYH PR
XQFOHDU ILQGLQJV ZHUH IRXQG ZKHQZAH H[DPQ QUK® DRUHD N F
ORUHRYHU ZH KDYH OLWWOH HYLGHQFH WKDW WKH 1DWLRQD
ORDQV LQ 5'%V GXULQJ HOHPWEZR QRFYW\R Q) SX\E R HE FEDWHN VDD
JHRJUDSKLFDO LVVXHV DUH FUXFLDO LQ H[SODLQLQJ WKH UR
%\ FRPSDULQJ ZLWK WKH QRQ 5'%V ZH IRXQG WKDW WKt
GLVSURSRUWLRQDWHO\ GLVWULEXWHG GXH WR WKH GLIIHUH
SKHQRPHQRQ LV DOVR GHWHFWHG ZKHQ D UHJLRQ LV IDU IUR
7KLV VKHGV OLJKW RQ WKH FUXFLDO FRQWULEXWLRQ RI 5'%YV
PD[LPLVH D SRV&ARQNHUDHWXWKH SRWHQWLDO RI VSDWLDO G
IOLJKW WHQGYV WR RFFXU LQ QRQ 5'%V EXW QR LQGLFDWLRC
'KLOH XVLQJ VSDWLDO SDQHO PRGHOV ZH LQGLFDWHG WKDW
RI FDSLWDO RXWIORZV IRU ERWK EDQNV 5'%V DQG QRQ 5'%V
VPDOO EXVLQHVV WKH WKLUG LQYHVWLJDWLYH FKDSWHU &|
WR 060(V WKURXJK OHQGLQJ ERRVWYV UHWKI DXODRMRIQNRLPH\F E
LQ FRPELQDWLRQ ZLWK EHWWHU DOOREDWLRQVDQ\®LRXSDFLD
DIIHFW WKH VHFWRU WKDW PRVW 060(V RSHUDWH2WKH DJULF
WKH LQFRPH LQHTXDOLWLHY DFURVV UHJLRQV DQG ZLWKLQ L
'KLOVW WKH FRQWULEXWLRQ RI 5'%V RQ LPSURYLQJ WKHLU
PDUNHW LV OHVV FRQFHQWUDWHG 5HJLRQDO LQFRPH LQFUH
8QHPSOR\PHQW DOVR ORZHUHG \HW LW GRHV QRW DIIHFW W}
DV LW PLJKW KDYH UHODWHG ZLWK WKHLU HIIRUW WR PDLQV
SURILW RULHQWDWHG EDQNV DUH HIIHFWLYH LQ SUHYHQWLGC
QHLJKERXULQJ UHJLRQV KDYH PRUH HQGRZPHQW WHQG WR I
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, ZRXOG OLNH WR WKDQN P\ KXVEDQG P\ EHVW SDUWQHU LQ
SDWLHQWO\ ZLWK P\ VHQVLWLYLW\ HQFRXUDJHV PH ZKHQ , I
RXWORRN LQ DQ\ FLUFXPVWDQFH

7R P\ SDUHQWYV ZLWK \RXU SUD\HUV HYHU\WKLQJ LV SRVVLE
OHYHO zZDV RQFH P\ GUHDP 7KDQN \RX IRU LQYHVWLQJ LQ
HQDEOHGHRHW MMYHUH WKURXIIKDDQQ\\RXWXDWRLRRQU P\ EURWKHUYV
ZKR ZLOO DOZD\V EH P\ EHVW IULHQGV DQG PDNH PH ODXJK ZI
LQ ODZ DQG P\ VLVWHU EURWKHU LQ ODZ ZKR WKURXJK WKHL

7KLV ELJ GUHDP FRXOG QHYHU KDYH EHHQ DFKLHYHG ZLWKR
3URI -RQ :LOOLDPV WKDQN \RX IRU EHOLHYLQJ LQ PH DQG JL
ZHUH VRPH XSV DQG GRZQV EXW WKDQN \RX IRU QHYHU JLY
WHDFKLQJ PH KRZ WR VHH WKH GHWDLOV DQG KRZ WR XQGHU
7KLV ZDV WKH EHVW IRXU \HDUV IRU PH

, ZRXOG OLNH WR JLYH P\ VLQFHUH WKDQNV WR P\ VSRQVI
'LUHFWRUDWH *HQHUDO RI +LJKHU (GXFDWLRQ ',.7, IRU W
(VSHFLDOO\ WR 3HWUD &KULVWLDQ 8QLYHUVLW\ |, IHHO EOHYV
\RXU VXSSRUW ILQDQFLDO DQG DGPLQLVWUDWLYH DQG H)
FROOHDJXHV

IDVW EXW QRW OHDVW , ZRXOG OLNH WR H[SUHVV P\ VLQFHU
-HVXV &KULVW ZKLFK DW WKLV SRLQW , NQRZ IRU VXUH WKD
ZDV D WLPH ZKHQ , IHOW IDFHG ZLWK LPSRVVLEOH VLWXDWL
WKDW +LV ORYH QHYHU IDLOV
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HOHFWLRQ \HDU

YLIXUH 7KH SDWWHUQV Rl WKH DVVHWV SHU FDSLWD RI
SRVW HOHFWLRQ \HDU

YLIXUH 7KH SDWWHUQV Rl WKH VHFXULWLHV SHU WRWDC
HOHFWLRQ \HDU YV SRVW HOHFWLRQ \HDU

YLIXUH ,OOXVWUDWLRQ

YLIXUH 7KH PDSSLQJ Rl WKH UHJLRQDO *'3 DJJUHJDWH D
YLIXUH 7KH PDSSLQJ Rl WKH 3RSXODWLRQ DFURVV SURYL
YLIXUH 7KH PDSSLQJ Rl WKH 5*'3 SHU FDSLWD

YLIXUH 3RYHUW)\ *DS ,QGH]

YLIXUH 7KH SURSRUWLRQ RI WKH 5'%V] OHQGLQJ RYHU W
YLIXUH 7KH SUHGLFWLYH PDUJLQ RI DJJUHJDWH ORDQV D
5*'3 SHU FDSLWD 5'%V YV QRQ 5'%V

YLIXUH 7KH SUHGLFWLYH PDUJLQ RI DJJUHJDWH ORDQV D
GLVWDQFH 25'%V YV QRQ 5'%V

YLIXUH 7KH SUHGLFWLYH PDUJLQ RI DJJUHJDWH ORDQV D
WKH HFRQRPLF FKDQJHV LQ QHLJKERXULQJ UHJLRQV 25'%V Y\
YLIXUH 7KH SURSRUWLRQ RI WKH DVVHWYV RI HDFK W\SH F
YLIXUH 7KH SURSRUWLRQ RI WKH 060(V OHQGLQJ RYHU W
W\SH RI EDQN

YLIXUH 7KH DYHUDJH Rl WKH SURSRUWLRQ RI WKH 060( O
YLIXUH 7KH DYHUDJH Rl WKH SURSRUWLRQ RI WKH 060( E
YLIXUH $YHUDJH Rl WKH FRVW HIILFLHQF\ IRU HDFK W\SH
JLIXUH $YHUDJH Rl WKH SURILW HIILFLHQF\ IRU HDFK W\S
YLIXUH 7KH SDWWHUQ RI 060( ORDQV RI WKH 5'%V DFURV"
YLIXUH 7KH SDWWHUQ RI 060( GHEWRUV Rl WKH 5'%V DFUF
YLIXUH 7KH VKDUH RI WKH 5'%VY PDUNHW LQ HDFK UHJLR

A |



A1]



&KDSWHU
 QWURGXFWLRQ

%DFNJURXQG

7KH H[LVWHQFH RI PDUNHW IDLOXUH LV WKH UHDVRQ ZH QHH
LQWHUPHGLDU\ EDQNLQJ VHFWRU LV XQLTXH EHFDXVH LW Sl
IXQGLQJ DQG LW VXSSRUWYV PRQHWDU\ SROLF\ E\ EHLQJ D W|I
OLFFR 3DQL]]D $ERYH DOO WKH EDQNLQJ VHFWRU LV |
JHYLQH /RD\]D %HFN %HFN /HMLGH D JRIRGDLQWHUP]
EDQNLQJ VHFWRU LV H[SHFWHG WR EH HIILFLHQW LQ SURGX
IHYHUWKHOHVY VRPHWLPHVY WKLV JRDO PDNHV WKH EDQNV |
FRVWY 7KHUH LV QRWKLQJ ZURQJ ZLWK WKHVH REMHFWLYH\
FUHDWHY DQRWKHU PDUNHW IDLOXUH E\ VKLIWLQJ WKH IREX
EHQHILWY RU DGYDQWDJHV IRU WKHP 7KXV WKH H[LVWHQEFH
IDLOXUH Rl WKH EDQNLQJ VI\VWHP GXH WR G\VIXQFWLRQDO E
RI SXEOLF EDQNV LV URRWHG LQ WKH SUREOHP RI WKH PLC
G\WIXQFWLRQDO EDQNLQJ DV DQ LQWHUPHGLDU\ WKDW LV >
GULYHQ E\ FHUWDLQ PRWLYHV IRU LQVWDQFH SROLWLFDO F
VWUDWHJILFDOO\ EHQHILWY WKH EDQNV RU SRWRQRELVDDIO) RL
SURILWDELOLW\

5LFKDUG $ OXVJUDYH LQ KLV WKHRU\ RI SXEOLF ILQDQFH

EH LPSOHPHQWHG E\ SXEOLF ILQDQFH DOORFDWLRQ GLVWL
VDWLVI\ ZKDW WKH uSXEOLF ZDQWVY E\ DOORFDWLQJ UHVR
-DUDPLOOR 9DOOHMR 3DUN /IHY\ <H\DWL HW DO
DIJHQW RI VRFLDO DQG GHYHORSPHQW PDQGDWHYVY E\ WDNLQ
WR VPDOO EXVLQHVVHV IDFLOLWDWLQJ OHQGLQJ IRU UHPRW
RI D EDG PDFUR HFRQRP\ ZKHQ SULYDWH EDQNV DUH WU\LQ.
OHDG WKHP WR H[SHULHQFH ORZ SURILW :LOOLDPV DQG 1J;

$V D SLRQHHU 6FKXPSHWHU SODFHV LPSRUWDQW FRQFHSW RI FR(
JURZWK 3DWULFN LOQOWURGXFHV VLIQLILFDQW FRQFHSWV DERXW KR
WDQGHP 7KH ILUVW 3DWULFNYV FRQFHSW LV GHPDQG IROORZLQJ WKHRU!
RQ HFRQRPLF JURZWK 7KH VHFRQG 3DWULFNYV WKHRU\ LV VXSSO\ OHDG|
HFRQRP\ RFFXUV EHFDXVH RI WKH FRQIRUPDWLRQ RI ILQDQFLDO PDUNHW
ILQDQFLDO VHUYLFHVY DQG ILQDOO\ HVFDODWHY HFRQRPLF JURZWK
+DNHQHYVY G6FKQDEHO /IHY\ <H\DWL HW DO DQG :RUOG %DQN



ILQG WKDW SXEOLF EDQNV KDYH D ORZ SHUIRUPDQFH EX
D SURILWDEOH SXEOLF EDQN PD\ LQGLFDWH WKH IDLOXUH RI
VWDWH WKDW WKLV XQGHUSHUIRUPDQFH FDQ EH MXVWLILHG
LPSOHPHQWDWLRQ RI LWV VRFLDO DQG GHYHORSPHQW PDQG

%UHL 6FKFODUHN DQG %HUWD\ 'HPLUJeo .XQW DQG +>
DFWXDWH WKHLU FRXQWHUF\FOLFDO UROH EXW OLFFR DQG
THKUDQLDQ ILQG WKDW WKH OHQGLQJ RI SXEOLF EDQN
UHDVRQV ZK\ WKH EHKDYLRXU RI SXEOLF EDQNV GRHV QRW I
'LQo OLFFR HW DO DQRG YHUJHU .ODSSHU O0ODUWI
SROLWLFDO LVVXHVY DUH LPSRUWDQW IDFWRUV LQ OHQGLQJ C
WKDW OHQGLQJ GLVWULEXWLRQ FRQQHFWYV ZLWK DJHQF\ Sl
6DSLHQ]D

'KHQ ZH VWXG\ WKH SXEOLF EDQNV RSHUDWLQJ DW D UHJLRQ
ZLWK VSDWLDO GHSHQGLQJ 'LHWVFK DQG /R]DQR 9LYDV
DQG 2(&' VWDWH WKDW LW LV LPSRUWDQW WR F
JHRJUDSKLFDO FRQGLWLRQV RI HDFK EDQN LQ H[SODLQLQJ V
WKH 2(&' UHSRUW LQ \HDU WKH JHRJUDSKLFDO LVVXHV DL
ZKLFK LV FUXFLDO WR QDWLRQDO ZHOIDUH 7KH ODJJLQJ UH
RI QDWLRQDO JURZWK DQG DUH D WRRO IRU QDWLRQDO SL
WR PDNH VXUH WKDW HDFK UHJLRQKKDW HFEHYF\ WRR QBB FRLJ
HIILFLHQW DQG DWWDLQ PD[LPXP SURILW PLJKW GLUHFW W}
KLJK DFFHVV KLJK SRWHQWLDO GHPDQG DQG ODUJH ILUPV F
HYHQWXDOO\ OHDGVY WR PDUNHW DJJORPHUDWLRQ )XUWKHU
PRUH ILUPV WR PRYH DQG RQ RWKHU KDQG LQIOXHQFHV ZRU
DJJORPHUDWLRQ DQG LQFUHDVHYV WKH GLVSDULW\ EHWZHHQ
D ILUP HQMR\V LQFUHDVLQJ UHWXUQV WR VFDOH LQ D FHUWL
PRQRSROLVWLF SURWHFWLRQ SROLWLEDO UHDVRQV RU VRP
VWHSV VKRXOG EH WDNHQ WR UHGXFH DJJORPHUDWLRQ" +L.
HIWHUQDOLWLHV *RYHUQPHQWY VKRXOG LQWHUYHQH E\ PDI
UHPRWH DUHDV :RUOG %DQN



ORWLYDWLRQ
7KH H[LVWHQFH RI SXEOLF EDQNV LV WKR SH{OMHARFW W R UPNDHWN H
GLVLQWHUPHGLDWLRQ +DNHQHV 6FKQDEHO/FKROMDUNM LK D&
WKH UROH RI SXEOLF EDQNVY DQG KRZ WKH\ LPSOHPHQWHG
GHYHORSPHQWHRDQB®™WHVHW DO OLQNHG SXEOLF EDQN
KLIJK VRFLDO LPSDFW LQGXVWULHYV ZKLOH OLFFR 3DQL]]D
6FKFODUHN[SODLQHG KRZ WKHLU HMUNWHRSEBFARRO® EIDWLBDY
QHYHUWKHOHVY WKHUH DUH IHZ VWXGLHVY LQWR WKH UROH K
WR FDUU\ RXW DQ HIWHQVLYH DQDO\VLV RI WKH UROH RI 5%
KRZ WKH\ LPSOHPHQW WKHLU FDOOLQJ DV VRFLDO DQG GHYH

$V D SXEOLF EDQN WKH SROLWLFDO IDFWRU EHFRPHV D FU

VWDWHY WKDW WKH H[LVWHQFH RI SXEOLF EDQNV PLJKW
FDQ DOVR EH YXOQHUDEOH WR PLVDOORFDWLRQ ZKLFK OHDG
$V WKH RZQHU RI D SXEOLF EDQN WKH JRYHUQPHQW LV DOV
DQG KDV WKH DXWKRULW\ WR PRQLWRU WKH PDUNHW 7KHVFE
WKHLU RULJLQDO PDQGDWH OHJJLQVRQ VWDWHV WKDW
WKH XQGHUSHUIRUPDQFH RI SXEOLF EDQNV 7KH ILUVW PRWL
SROLWLFDO OHQGLQJ LQ SXEOLF EDQNV DUH PDQ\ EXW LW |
GHDOV ZLWK SUHIHUHQWLDO OHQGLQJ GXH WR WKH SROLWLF
WKH UHJLRQDO DQDO\VLV LQ H[SODLQLQJ WKH SROLWLFDO L
,QIDQWH DQG 3LD]]D D 7XURBOR\QODWHRGHUO BQOBFWLRQ@GOUC
IRXQG WKDW VWDWH RZQHG EDQN OHQGLQJ DW WKH SURYLQ
SROLWLFDO FRQQHFWLRQ DW WKH UHJLRQDO OHYHO LQ ,WDC
SROLF\ UDLVHV DJHQF\ SUREOHPV LQ WKH SROLWLFDOO\ FRQ
RQ WKHLU ERDUGVY DV WKH\ IRXQG DQ DGGLWLRQDO GLVFRX
YXUWKHUPRUH QRQH RI WKHVH VWXGLHV H[DPLQHV WKH EHK
5'%V GHDOLQJ ZLWK SROLWLFDO OHQGLQJ ZKHQ WKH SRC
FLUFXPVWDQFHV WKH SROLWLFV VWURQJO\ DIIHFW WKHLU OF

8VLQJ WKH ORFDO FRQWH[W RI ,QGRQHVLD WKLV UHVHDUEFK F
LVVXHV UHJLRQDO JRYHUQPHQW DQG 5%V 1\V 7DUD]L DQ
FRPPHUFLDO EDQNVY DUH PRVWO\ LQYROYHG LQ SROLWLFV R
WKH OLQLVWU\ RI +RPH $I1IDLUV RI ,QGRQHVLD QR \HD U

DUH KLJKHU LQ WKH 5%V S5HIHUULQJ WR WKH ODZ WKH UHD



DOORZHG WR FKRRVH KLV KHU RZQ SHRSOH DV WKH KHDG RI \
UHJLRQDO JRYHUQPHQWY FDQ FKRRVH WKHLU ERDUG PHPEHL
WKH\ PLJKW VHOHFW FDQGLGDWHV EDVHG RQ SROLWLFDO
GHFHQWUDOLVDWLRQ SURJUDPPH HVWDEOLVKHG LQ \HDU
UHJLRQDO OHYHO DV WKLV SROLF\ HQODUQR G/ WXSRDXWIKRPL
FKHFN DQG EDODRHEHHV\FWWKPZLGHU SRZHU LW PLJKW LQFUHE
DV GLVEXVVHG E\ ,QIDQWH DQG 3LD]]D

$V WKLV WKHVLV IRFXVHV RQ VWXG\LQJ UHJLRQDO EDQNV F
VKRXOG EH FRQFHUQHG ZLWK YDOXLQJ WKH FRQWULEXWLRG
/JHY\ <H\DWL HW DO &RQUDG HW DO 7DEDN HW DO
JLYH D VWURQJ SRLQW E\ VD\LQJ WKDW GLVUHJDUGLQJ HQYL
RU IDOVH DQDO\VLV Rl EDQNLQJ SHUIRUPDQFH .UXJPDQ

VFDOH SURGXFHUV ZRXOG KDYH QR UHDVRQ WR FRQFHQWUD
DQRWKHU PDUNHW IDLOXUH LI D FHUWDLQ EXVLQHVV RU HF
HQGRZPHQW WKDW WKH UHJLRQV KDYH ZKLFK OHDYHV WKH
WKHRUHWLFDRHPRIGHO6FKQDEHO SURYHG WKDW WKH U
FROQWULEXWLRQWK® FDIYWOPWLQUDLQ IURP SRRUHU UHJLRQ
HQGRZPHQWY FRPSDUHG WR WKH ULFK UHJLRQV <HW WR EH
WKH WKHBRWUNM@®HY 6FKQDEHO ZKLOH WKH FORVHVW RQC
ORO\QHX[ :LHWKH\ IRXQG WKDW WKH VPDOO EDQNV RSHUD)
DIIHFWLQJ WR WKH UHJLRQDO HFRQRP\ :KHUHDV HPSOR\LQ
‘HGRZ IRXQG WKDW WKH LQFUHDVH RI WKH DJJUHJDWH O
D SXOO HIIHFW WKRXJK DIWHU DOO WKH\ FRQFOXGHG WKDW \
JURZMWKKHUHIRUH WKH VIDAROYEWRWHY PMLR®PLQH WKDW QRQ
EHKDYLRXU RI SXEOLF EDQNV LQ UHJLRQDO OHYHO GHDOLQ.
WKHLU UHVSRQVHV UHJDUGLQJ WKH VSDWLDO GHSHQGHQFHYV
DQGEDRLQLQJ WKH XQLTXH SDWWHUQ RI WKH JHRJUDSWKFDO |
LPSOLFDWLRQV Rl VRFLDO DQG GHYHORSPHQW PDQGDWHV L
LVODQGV RI ZKLFK DERXW DUH LQKDELWHG DQG PRUH WK
DUFKLSHODJEA WWPMOH PDQ\ JURXSV RI LVODQGYV LW PLJKW
FOXVWHULQJ DFURVV UHJLRQV EH DEOH WR H[SODLQ WKH SU
H[SOPMUFABQWLQHQWDO FRXQWU\ FKDUDFWHULVWLF ZKLFK PR

6HH KWWSV ZZZ FLD JRY OLEUDU\ SXEOLFDWLRQV WKH ZRUOG IDFWERR
0



FDQ EH D JRRG ODERUDWRU\ EHFDXVH FRQVLVWLQJ RI 'V
UHJLRQV LVODQGY DUHD WKDW YHU\ UHPRWH RU ZH FDOO S
WKDW ZKHUH WKH PDMRU ,QGRQHVLDQ HFRQRP\ DFWLYLWL
DJJORPHUDWLRQ GXH WR WKH VFDGHWRI BH\FRWKRIP E§ M E O F K LEHIKQH
UHJLRQDO OHYHO EH DEOH WR SURYLGH D VHUYLFH WR IXOIL

UHJLRQ 6WLJOLW] "HLVV *UHHQZDOG 6WLJOLW]

IHYHUWKHOHVY WKH 2(&' VWDWHYV WKDW OHDGLQJ UHJ
HPSLULFDO GDWD VKRZV WKDW WKH HFRQRP\ RI ODJJLQJ UH
JHQHUDWLQJ PRUH WKDQ RI QDWLRQDO JURZWK ZKLOH

FROQOWULEXWRU WR WKH HFRQRP\ $FFRUGLQJ WR WKH :RUO
HOQWHUSULVHVY FRQWULEXWH DOPRVW SHU FHQW RI WKH W
LQFRPH LQ HPHUJLEW XHFRQRPLARXQWULHY $\\DJIJDUL %HFN |
IRXQG WKDW RI WKH QDWLRQDO LQFRPH RQ DYHUDJH VXS

VWDWHG WKDW 060(V WKDW KDYH OHVV WKDQ HPSOI
ZRUNIRUFH 060( LV SURYHG DV D FKDQQHO WR DEVRUE W
XQHPSOR\PHW WHWHODRN RI ILQDQFLDO VXSSRUW IURP EDQ!
OD 7TRUUH ODUWtQH] 3HUtD 6FKPXNOHU 7KSHUVWKEUG\GRQ@N
FRPHV IURP REVHUYLQJ WKDW PDQ\ VFKRODUY KDYH H[DPLQH
DQG WKH LPSDFW RI WKH 060( RQ WKH HFRQRP\ ZKLOH QRQF
5%V GHDO ZLWK WKH 060(V VHFWRU WKURXJK WKHLU VXSSRL
060(V DUH YHU\ GHSHQGHQW RQ WKH EDQNLQJ VHFWRU %KD
ORDQV PLJKW HDVLO\ EH UHIXVHG E\ EDQNV GXH WR WKH O
GHYHORSPHQW PDQGDWH DQG KDYLQJ DGYDQWDJHV LQ ORFD
WRZDUGV WKHFRQ {\HQWLHR QDD MH/G RIKIDW WKHLU SRVLWLRQ
UHWULHYH WKH LQIRUPDWLRQ WKDW LV XVXDOO\ GLIILFXOW \

.DVK\DS 6FDOLVH *HUWOHWNUDKIPQMD®EQ. HVWRQ :LOOL
%HUJHU OLOOHU 3HWHUVHEHFINDMBPRLUJSWHL@QW DQG 0D
+HQGULN +DNHQHV HW DO =KDQJ B6RQJ =KRQJ

6HH KWWSV ZZZ ZRUOGEDQN RUJ HQ WRSLF VPHILQDQFH



7KH 2ULJLQ Rl *RYHUQPHQW ,QWHUYHQWLRQ
$V WKH ILQDQFLDO VHFWRU LV FUXFLDOWRWHERQRPLF JURZ\

M7KH ILQDQFLDO VHFWRU LV LPSRUWDQW EHFDXVH WKH ILQD
DOORFDWLRQY S

.| WKH PDUNHW PHFKDQLVP ZRUNV SURSHUO\ LW FDQ EH H[S
DFKLHYH WKH HTXLOLEULXP SULFH DQG TXDQWLW\ 7KLV HTX]
RI UHVRXUFHV LQ WKH PDUNHW +RZHYHU VRPHWLPHV WKH
IRU WKH VRELHW\ ODUNHW IDLOXUH LV D VLWXDWLRQ ZKHUH
JRRGV DQG VHUYLFHVY GHPDQGHG E\ FRQVXPHUV 6WLJOLW]
ZLOO QRW SURGXFH WKH VXSSO\ RI D JRRG WKDW LV VRFLDO
FRUUHFW PDUNHW IDLOXUHV LQ D YDULHW\ RI ZD\V 60RPDQ
D ODFN Rl FRPSHWLWLRQ PDUNHW SRZHU H[WHUQDOLWLHYV
DV\PPHWULF NQRZOHGJH ,Q ILQDQFLDO VHFWRU WKHUH DU
ZKLFK DUH PRQLWRULQJ DV D SXEOLF JRRG H[WHUQDC
HIWHUQDOLWLHV RI ILQDQFLDO GLVUXSWLRQ PLVVLQJ DQG |
LQHIILFLHQF\ Rl FRPSHWLWLYH PDUKNW<K®VOURHIPWOW B & HV
PDUNHW IDLOXUHV LQ WKH EDQNLQJ VHFWRU DUH UHODWHG \
VSLOO RYHU DQG ODUJH H[WHUQDO ILQDQFLQJ QHHGV 7KH
'HYHORSPHQW 5HSRUW VWDWHG DW OHDVW WKDW WKHUH DU}
VHEWRU WKDW QHHG WR EH UHJXODWHG DQWLFRPSHWLW]
DV\PPHWULHVY DQG V\WWHPLF LQVWDELOLW\ $QWLFRPSHWL
W\SHV RI PDUNHW IDLOXUH WKDW FDQ FDXVH LQHIILFLHQFLHV
ZKLOH WKH ODVW WZR XQGHUSLQ WKH FDVH IRU SUXGHQWLD

5LFKDUG $ OXVJUDYH LQ KLV ERRN 7KH 7KHRU\ RI 3XEOLF )l
RI WKH SXEOLF KRXVHKROG ZKLFK KH FDOOV WKH DOORFDWL
RI WKH DOORFDWLRQ IXQFWLRQ D VWDWH RZQHG EDQN LV Ul
SULPDU\ VHFWRUV 6WLJOLW] %HQFLYHQJD 6PLWK

SXEOLF EDQNV VWDWH RZQHG EDQNV DUH H[SHFWHG WR EH L
LQ QHHG 7KH LQWHUPHGLDU\ IXQFWLRQ HQFRXUDJHV FDSL
6WLJOLW] 5HJDUGLQJ WKH VWDELOLVDWLRQ IXQFWLRQ
KDQGOLQJ PDFURHFRQRPLF FRQGLWLRQV 7KH PDLQ REMHEF
UHVRXUFHV WR VDWLVI\ ZKDW O0XVJUDYH FDOOHG 3SXEOLF Z
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SULYDWH ZDQWV LV WKDW WKH SULYDWH PDUNHW V\VWHP L
DQG LQ PDQ\ RI WKHVH FDVHV WKH JRYHUQPHQW FDQ FRU
VDWLVIDFWLRQ Rl WKH SUHIHUHQFHV RI LQGLYLGXDO FRQV
FRPSDQLHV FUHDWHG E\ WKH JRYHUQPHQW DUH EXLOW WR
6WLJOLW]

*HQHUDOO\ WKH REMHFWLYH RI D SULYDWH EDQN LV WR PD]
EDQN SD\V OLWWOH DWWHQWLRQ WR SURMHFWYVY WKDW KDYH
FUHDWHG WR PHHW WKH VRFLDO DQG GHYHORSPHQW PDQGD\
SURILW RULHQWHIYG HRWMULSHWYBMWHG IRXU REMHFWLYHV RI

SXUSRVH RI SXEOLF EDQNV LV WR PDLQWDLQ WKH VDIHW\ DQ
RI SXEOLF EDQNV FDQ UHGXFH PDUNHW IDLOXUH FDXVHG E\ I
EDQNV LV WR ILQDQFH VRFLDOO\ YDOXDEOH DFWLYLW\ DQ
SURYLGLQJ DFFHVV WR FRPSHWLWLYH EDQNLQJ VHUYLFHV WI

3XEOLF %DQNV DQG 3ROLWLFV
*RYHUQPHQW RZQHUVKLS LQ WKH EDQNLQJ VHFWRU UDLVHV
SROLWLFDO DQG DJHQF\ IDFWRUYV 6WLJOLW] VWDWHG
MVRFLDO YLHZ HPSKDVL]HV WKH UROH RI WKH SXEOLF VHFW
OHDYH VRFLDOO\ SURILWDEOH LQYHVWPHQW XQGF

7KLY PHDQV WKDW SXEOLF EDQNV DUH FUXFLDO IRU HQFRXU
DJJUHIJDWH ZHOIDUH RI WKH SHRSOH 6WLJOLW] ,Q FR
HQWHUSULVHYV PLJKW EH XVHG E\ SROLWLFLDQV WR VXSSRUW
WKH JRYHUQPHQW FDQ LQVHUW WKHLU LQWHUHVWY LQWR S)
UHVRXUFHV WR WKH JRYHUQPHQWYfV DOOLHV RU VXSSRUWHU
ZLOO JHQHUDWH DQRWKHU SUREOHP LQHIILFLHQF\ FPQHIHLGF L
E\ VSHFLDO FRQQHFWLRQV RU UHODWLRQVKLSY DQG OHQGL(
PD\ OHDG WR D KLJK OHYHO RI ULVN +RZHYHU WKH DJHQF\
SXEOLF EDQNV FDQ IDLO WR DOORFDWH WKHLU IXQGV SURSHI

$OORFDWLRQ LV GHILQHG DV WKH SURYLVLRQ RI EDQNLQJ VHUYLFHV LQ
DQ LQWHUPHGLDU\ WKH HTXDO DOORFDWLRQ RSSRUWXQLW\ PD\ QRW EH
FHUWDLQ FRQGLWLRQV RU PRWLYDWLRQV VXFK DV SROLWLFDO RU SHUV
SURGXFWLYH DFWLYLWLHV HFRQRPLF DQG SROLWLFDO XQFHUWDLQWLHYV



7KH SUREDELOLW\ RI DQ DJHQF\ FRQIOLFW LV KLJKHU LQ S>
UHDVRQV )LUVW WKH FRQWUROOLQJ DQG PRQLWRULQJ V\VW
HW DO OHDGLQJ WR WKH SRWHQWLDO IRU DEXVH RI DX
6DSLHQ]DRXQG WKDW SXEOLF EDQN PDQDJHUV RIWHQ KDYH S
EDQNLQJ UHVRXUFHVY WR FHUWDLQ SHRSOH RU FRPSDQLHV W]
EDQNV KDYH PRUH IXQGY DQG DUH HDVLO\ UHFDSLWDOLVHG
DGGLWLRQDO IXQGV LQ WHUPV RI UHFDSLWDOLVDWLRQ FDX
PLQLPLVDWLRQ $OWXQEDV HW DO DQG EHFRPH OHVV HI
LQFHQWLYHV RIIHUHG E\ SXEOLF EDQNV OLFFR 3DQL]]D
GULYH WKH EHKDYLRXU RI PDQDJHUV EXW WKH\ UHPDLQ XC
SDVVLYLW\ RU SROLWLFDO PRWLYHV 7KH\ IRXQG WKDW SXEC
QRW DJJUHVVLYHO\ ORRNLQJ IRU OHQGLQJ RSSRUWXQLWLHV
GXULQJ UHFHVVLRQV OLFFR 3DQL]]D VWDWH WKLV FDQ
GR QRW KDYH DQ LQFHQWLYH WR ZRUN SURSHUO\ RU WKH\ P

'LQo VWDWHY WKDW SROLWLFDO LQIOXHQFH LV JUHDYV
HQWHUSULVHVY GXH WR LQIRUPDWLRQ DV\PPHWU\ EHWZHHQ E
7KLV PLJKW PDNH LW HDVLHU WR LQVHUW SROLWLEDO PRWL"
FRVWY GULYHQ E\ SROLWLFV FDQ EH SRVWSRQHG XQWLO WKH
ZLWK DOPRVW DOO LQGXVWULHV DQG ILUPV ZKHUH LW SURY
IXQGV 3RUWD /RSH] GH VLODQHYV =DPDUULSD VWDWFH
HDV\ IRU VRPH ILUPV WR REWDLQ ORDQV WKURXJK UHODWHG
ORDQV DUH YHU\ HIILFLHQW EHFDXVH EDQNV KDYH PRUH LQI
ERUURZHUV $V WKH EDQNV KDYH FRQQHFWLRQV ZLWK RU P
EDQNV WR PRQLWRU GD\ WR GD\ DEFWLYLWLHYV 6WLJOLW] :H
LV FRQQHFWHG ZLWK ORRWLQJ 7KLV VSHFLDO FRQQHFWLRQ
UHVRXUFHV IURP GHSRVLWRUV RU PLQRULW\ VKDUHKROGHUYV

6RPH VEFKRODUV KDYH GRFXPHQWHG ILQGLQJV UHJRXGGQW KIR
SROLWLFLDQV XVHG WKH UHVRXUFHV RI SXEOLF EDQNV WR L
PDLQWDLQLQJ WKHLU FURQLHV ZKR KDYH VLPLODU SROLWL
SROLWLFDO HYHQW VXFK DV WKH HOHFWLRQ HYHQW 8VLQJ
SDUW\ DIILOLDWHG ZLWK SXEOLF EDQNV FDQ LQIOXHQFH WKH
BWXG\LQJ ,0) OHQGLQJ 3UHVELWHUR =D]]DUR SURYHG

Py
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WR * FRXQWULHV LQFUHDVHV WKH SUREDELOLW\ RI HQWHULC
GLVWULEXWLRQ &ROH IRXQG WKDW SXEOLF EDQNYV WHQ(
SDUW\ ZzDV EDVHG ,QIDQWH DQG 3LD]]D 1\V HW DO
FRQVLGHUHG SROLWLFDO FRQQHFWLRQV E\ LGHQWLI\LQJ WK
EDQNYV ERDUG RI FRPPLVVLRQHUV $QRWKHU LQWHUHVWLQJ
XVLQJ )UHQFK GDWD DQG &DUYDOKR ZLWK %UD]JLOLD
PDFURHFRQRPLF LQGLFDWRU HPSOR\PHQW %HUWUDQG HW I
SROLWLFLDQV KLUH PRUH SHRSOH LQ SROLWLFDOO\ FRQWH
UHFLSURFDO DFWLRQ EHWZHHQ WKH LQFXPEHQW DQG WKH |
OHDGHUV XVH ORDQV IURP SXEOLF EDQNV WR LQIOXHQFH OR
WR HOHFWLRQ WLPHV VXFK DV SRVWSRQLQJ HPSOR\HH WHU
HPSOR\PHQW OHYHO

5HJLRQDO 'HYHORSPHQW %DQNV LQ ,QGRQHVLD

5HJLRQDO 'HYHORSPHQW %DQNV 5'%V ZHUH FUHDWHG EDVHC

7KH UHDVRQV IRU FUHDWLQJ WKH 5HJLRQDO 'HYHORSP
HITRUWVY HYHQO\ WKURXJKRXW ,QGRQHVLD WR KDYH DQ LQW
WR PRELOLVH FDSLWDO WR WKH SRMW HIQDLDM®D\ V,IDR/RRUAW LI AU
SURYLQFHV ZKLFK PHDQW WKHUH ZHUH 5'%V :KLOH WKH Q;
WKH GHYHORSPHQW SODQ XQGHUWDNHQ E\ WKH QDWLRQDO J|
7KH FXUUHQW DGGLWLRQ RI WKH 5'%fV EDQN KDV RFFXUUHG
QRW LQFOXG H5LQVWKKLWHVMX GOVHSDUDEOH UHODWLRQVKLS Zl1
WKH QDPH RI WKH 5'% RIWHQ PDWFKHV WKH QDPH Rl WKH SUF
5'% 1XVD 7HQJJDUD 7LPXU 177 (DVW 1XVD 7HQJJDUD RULJL
UXQQLQJ WKH UHJXODU DFWLYLWLHV RI FRPPHUFLDO EDQN\
JRY H U QPDHEDOM VKRZV WKH GHWDLOV Rl WKH SURYLQFHV LQ



/DEOH 5'%V DQG IRUPDWLRQ RI WKH SURYLQFH
3URYLQFHVLQ5HJLRQDﬂ/
1R .QGRQHVLDzuummwmmSDL@%ﬂio 1HZ3URYLQFHY¥E$B®1
BURYLQFH %DQN RO
6XPDWHUD ,VODQG
1DQJJURH $FHK|'DUXVVDODP  %DQN $FHK
1IRUWK 6 %DQN |
5LD X %DQN HLDX .HSURX 5LDX .HSXODXDQ 5LDX
"HVW 6XI %DQN
-DP %DQN
%HQJ %DQN %!
6RXWK 6XPDWHUD %DQNG&%@%&#&% YuigJGRXWKGXPD
/DPSX %DQN /D
.DOLPDQW
"HVW .DOL %DQN .
&HQWUDO . %DQN .
6RXWK .DC %DQN
(DVW .DOLPDQWDQ %DQNKQ%%ﬂﬁgbgiaﬂgg (DVW DOLF
-DYD ,
., -DNI %DQN
'HVW -DYD %DQN %-% :ngxf?gED %D oWl O
&HQWU %DQN -
, <RJ\DN %DQN %¢
(DVW %DQN
%LC,VO
[ %C [ %3" % | | |
'HVW 1XVD 7HQ
| tHVW 1XVD ° | %DQN | | |
(DVW 1XVD 7HC
| (DVW 1XVD | %DQN | | |
6XODZHVL ,VODQG
ERXWK 6XODZHVL 6GRXWK 6XOD
6RXWK 6XODZHMWL %DQN BXOMY QEBY 71V L
&HQWUDO %DQN 6
6RXWKHDV\ %DQN
1RUWK 6XODZHML wDQN6§§§§@W%é%DZHVL FRUWKI6XOE
0DOXNX
%DQN ODOXNX ODOXNX 1RUWK QDOXI
0DOXNX 0D OXN X
3DSXD
| 3DSXD | %DQN BDSXD 3DSXD 3DSXD :HVW ,UuLDQ -D\
6RXUFH OLQLVWU\ RI ,QWHUQDO $IIDLUV RI ,QGRQHVL
%DVHG RQ /DZ 1R
%DVHG RQ /DZ 1R
%DVHG RQ /DZ 1R
%DVHG RQ /DZ QR

%DVHG RQ ODZ 1R
%DVHG RQ /DZ 1R
%DVHG RQ /DZ 1R
%DVHG RQ /DZ QR

DQG /DZ QR

DQG *RYHUQPHQW 5HJXODWLRQ QR



7DEOH VKRZV WKDW ,QGRQHVLD FUHDWHG HLJKW QHZ ¢
QXPEHU RI 5'%V UHPDLQHG DW %DQWHQ ZDV SDUW RI :HVW
LQGHSHQGHQWO\ HVYWDEOLVKHG DV D QHZ SURYLQFH ZKLOH
6LQFH WKH %DQWHQ UHJLRQ KDV UHFHLY®GRIQHW RZQ IE DX
VHUYLFHV DXWKRULW\ 2-. 6WLSXODWLRQ 1R . ZKL
WR PDNH WKH SURYLQFHV FRPSDUDEOH ZLWK 5'%V RYHU WK
JURXSHG ZLWK WKHLU RULJLQDO SURYLQFHVY JHRJUDSKLFDC

5'%V DUH FRPPHUFLDO EDQNV EDVHG RQ /DZ 1R &RPP
DFWLYLWLHVY EDVHG RQ 6KDULD SULQFLSOHV ZLWK DFWLY!
$QGHUVRQ +LSJUDYH &RPPHUFLDO EDQNV LQFOXGH
LQFOXGLQJ 6KDULD EDQNV MRLQW YHQWXUH EDQNV IRUH
HVWDEOLVKHG DURXQG EXW WKH ROGHVW RQH LV WK
.DOLPDQWDQ EXLOW LQ 7KH VKDUH RI 5'%V JUDGXDOO\
WKH PRQHWDU\ FULVLV IURP WR 7KH SHUFHQWDJH R

EHFDXVH WKH FHQWUDO JRYHUQPHQW LQMHEWHG D ODUJ
WKH SULPDU\ VKDUHVY EHORQJHG WR WKH JRYHUQPHQW RI ,Q
-DWLP GHFLGHG WR VHOO W R RI WKHLU VKDUHV WR WK
JRQH SXEOLF RWKHUV DUH SUHSDULQJ WR GR VR LQ WKH IX
XQGHU &HQWUDO %DQN 5HJXODWLRQ 1R 3%, ZKLFK U
EDQNYV

5HIJDUGLQJ IOH[LELOLW\ 5%V LQ ,QGRQHVLD DUH DOORZHG
KRZHYHU QRW PDQ\ 5%V RSW WR GR VR 2QO\ %DQN 177 %D
EUDQFKHV RXWVLGH WKHLU KRPH UHJLRQV :LWK QHZ UHJXOI
5'%V DUH REOLJHG WR KDYH FHUWDLQ OHYHOV RIZKDBEK WM
FRQJHVWHG DUHDV %, FUHDWHG FHUWDLQ FRHIILFLHQW IDF
GHQVHO\ SRSXODWHG UHJLRQYV

‘H GR QRW LQFOXGH %DQN %DQWHQ LQ RXU VWXG\
=RQH '., -DNDUWD DQG IRUHLJQ FRXQWULHV ]JRQH :HVW -DYD %DQW
(DVW .DOLPDQWDQ 5LDX LVODQGV 1RUWK 6XPDWHUD ]JRQH 5LDX B6RX\
1IRUWK 6XODZHVL 6RXWK 6XODZHVL 3DSXD ]JRQH ', $FHK -DPEL :HVW ¢
"HVW .DOLPDQWDQ 6RXWKHDVW 6XODZHVL ]JRQH (DVW 1XVD 7HQJJDUD
"HVW 6XODZHVL 1RUWK ODOXNX ODOXNX :HVW 3DSXD
11



5'%V DUH EXLOW WR HQFRXUDJH GHYHORSPHQW LQ WKHLL
LQIUDVWUXFWXUH GHYHORSPHQW PLFUR VPDOO DQG PHGL>
HFRQRPLF DFWLYLWLHYV LQ WKH IUDPHZRUN RI UHJLRQDO GH
HVSHFLDOO\ IRU 5%V %, ODXQFKHG WKH %3' 5HILRQDO &KL

LQ -DNDUWD %, KDV VHW FHUWDLQ VWHSV WR DFKLHYH
LQFUHDVLQJ FDSLWDO DQG ERRVWLQJ HIILFLHQF\ WR DFKLHY
WKH HIWHQVLRQ RI FUHGLW WR WKH FRPPXQLW\ ZLWK D FRP
UHJLRQDO GHYHORSPHQW UHJLRQDO EDQNV PXVW WDUJHW I
LOQOFUHDVH WKHLU LOQOWHUPHGLDWLRQ IXQFWLRQ SDUWLFXOD!
E\ ZD\ Rl OLQNDJH SURJUDPV RU BHBERRQQDO EQ @RY, EDRN[SH
WKH ITURQW OLQH LQ WKH GHYHORSPHQW RI ORFDO HFRQRPL
MREV DQG UDLVH WKH VWDQGDUG RI OLYLQJ LQ UHJLRQDO D
LPSURYH WKH ZHOIDUH RI WKH QDWLRQ

$FFRUGLQJ WR WKH PRQLWRULQJ VFKHPH 5'%V DUH VXSHUYL
WKH &HQWUDO %DQN Rl ,QGRQHVLD %, DQG RU WKH/RRDIQFL
DXWKRULWLHY FRQGXFW VXUYHLOODQFH UHODWLQJ WR WKI|
JRYHUQPHQW H[SHFWV WKDW 5'%V FDQ SURSHUO\ PDQDJH W
HFRQRP\ 5HJDUGLQJ WKH LPSOHPHQWDWLRQ RI VRFELDO DQG
PRQLWRULQJ VFKHPH UHODWHG WR WKHVH REBBFEIOLWY Y HDKW
WR HQFRXUDJH WKH ORFDO HFRQRP\ KHOS ORFDO ILUPV EXV
LQ WKHLU RSHUDWLRQV HWF 7KH VHFRQG SDUW\ WKDW PR
PDFUR SUXGHQWLDO PRQLWRULQJ DQG 2-. FR®GXRWXVRVFR
HVWDEOLVKLQJ DQG PDLQWDLQLQJ UXSLDK VWDELOLW\ E\ VH
ORDQV PRUWJDJH ORDQV DQG WKH UXOH RI PLQLPXP UHV
VXSHUYLVHV LQGLYLGXDO EDQNV RU ILQDQFLDO LQVWLWXW
PDQDJHPHQW DQG TXDOLW\ Rl KXPDQ UHVRXUFHV IDOO XQG'H

7TKH FKDUDFWHULVWLF RI ,QGRQHVLD
,QGRQHVLD LV DQ DUFKLSHODJR LQ 6RXWKHDVW $VLD WKDW
DERXW Rl ZKLFK DUH XQLQKDELWHG ,QGRQHVLD LV ORFD

$3(; EDQN LV D PLQL FHQWUDO EDQN IRU WKH 5XUDO &RPPXQLW)\ %DQN

7KLV LV EDVHG RQ UHJXODWLRQ QR LQ WKH \HDU UHJDUGLQJ WK
5HIXODWLRQ QR
7KHVH QHZ UROHV ZHUH LPSOHPHQWHG '"HFHPEHU ZKLOH EHIRU

FRQGXFWHG ERWK PLFUR DQG PDFUR SUXGHQWLDO
i



ODWLWXGH DQG

ZHVW ORQJLWXGH +
DQG WKH $XVWUDOLDQ FRQWLQHQW

HDVW ORQJLWXG'
,QGRQHVLDQ WHUULWR

2FHDQ DQG WKH 3DFLILF 2FHDQ ,Q&RQGLDWN ODUR®D G (ZHDIV H\
NP 2QH RI WKH ZRUOG V ODUJHVW DUFKLSHODJLF QDWLR

2727 ZRUOGED Q@NERH)

VKRZV WKH FKDUDFWHULVWLF RI HDF

WKH FXUUHQW GDWD 7KH IXOO0 PDS RI ,QGRQHVLD FDQ EH IR

7TDEOH

BURYLQFHV LQ ,QGRQHVLD

12 3URYLQFHYV &DSLWDO‘MNW$UHé%WbR S@QGV
IDQRH $FHK 'D %DQGEL
1IRUWK 6 OHG
'HVW 6XPDWHUD 3DGDQJ
5L 3HND(
5LDX , 7DQMXQ.
-DPEL -DPEL
BRXWK 6 3DOHF
%DQJND %HOLWXQJ ,VODQGYV 3DQJNDO 3LQDQJ
%HQJ %HQJ
IDPS? %DQGDU |
‘., -DNDUWD -DNDUWD
THVW %D Q(
%D C 6HU
&HQWUDO -DYD 6HPDUDQJ
', <RJ\DI <RJ\DY
(DVW 6XUD
%DOL '"HQSDVDU
'HVW 1XVD ODWE
(DVW 1XVD .XSTC

"HVW .DOLPDQWDQ

3RQWLDQDN

&HQWUDO 3DODQJI
BRXWK .Dt %DQML

(DVW .DOLPDQWDQ 6DPDULQGD

1RUWK .D! % X O X 1
1IRUWK 6 0DQI

*RURQWDOR *RURQWDOR

&HQWUDC 3D

BRXWK 6 ODND

"HVW 6XODZHVL ODPXMX

BRXWKHDV LHQC

0DO $PE

1RUWK 0DOXNX 7HUQDWH

3D -D\D¢

"HVW ¢ ODQRN

L, QGRQHVLD -DNDUWD

6RXUFH &HQWUDO %XUHDX RI

6WDWLVWLFV 5HSX

,QGRQHVLD :HVWHUQ 6WDQGDUG 7LPH2VHYHQ KRXUV LQ DGYDQFH RI *L

6WDQGDUG 7LPH2 HLJKW KRXUV DKHDG RI *07 DQG ,QGRQHVLD (DVWHUQ ¢

6HH KWWS ZZ2Z ZRUOGEDQN RUJ HQ FRXQWU\ LQGRQHVLD EULHI ZRUOG
il



7DEOH VKRZV WKDW '., -DNDUWD DV D FDSLWDO FLW\ Rl ,QC
JURZWK LQ WKH -DNDUWD XUEDQ DUHD EHWZHHQ \HDU DQ
LQ (DVW $VLD H[FOXGLQJ &KLQD -DNDUWDJV SRSXODWLRQ L
$V D PHWURSROLWDQ FLW\ DEXQGDQW LQ D ODUJH QXP
PRGHUQ KRVSLWDOV -DNDUWD ZLOO DOZD\V EH D SULPDU\ G|
KDYH ORZHU SRSXODWLRQV GXH WR WKHLU VL]H RU WKH V
NP7KH :RUOG %DQN VWDWHY WKDW ,QGRQHVLD
JURZWK EXW WKDW PDQ\ SUREOHPV VWLOO QHHG WR EH DGG!
WKDW IURP W R WKH FRXQWU\TV SRYHUW\ OLQH KDV
KDV UHGXFHG E\ RQO\ DQQXDOO\ 7KLV PHDQV WKDW  PL
VWUXJJOH ZLWK SRYHUW\ ,Q WHUPV Rl KHDOWK IDFLOLWLHYV
WKH DJH RI ILYH VXIIHU IURP VWXQWLQJ RU VKRUWHU KHLJK
ZLOO DIIHFW WKH FKLOGYTV IXWXUH RSSRUWXQLWLHV 7KH LQ
E\ UHJXODWRU\ LVVXHV DQG SROLWLFDO XQFHUWDLQWLHV §
E\ WKH SUHVHQFH Rl FORVH WLHVY EHWZHHQ WKH SROLWLFDO
DQG ORFDO OHYHO WKHVH SDUWLHV SXUVXH RQO\ WKHLU R:
VHH RXU ILQGLQJV LQ WKH VHFRQG FKDSWHU

5HJDUGLQJ WKH GLVSDULW\ IDFWRU ,QGRQHVLDYfV *,1, UDW
FRXQWULHV 9LHWQDP /DRV DQG &DPERGLD 7KH :RUOG %DC
UHJLRQV LW WDNHV URXJKO\ KRXUV WR JHW IURP -DNDUW
-DSDQ IURP -DNDUWD &RQFHUQLQJ WKH JDS LQ RLO SULFHV
FXUUHQW 3UHVLGHQW RI ,QGRQHVLD -RNRZL :LGRGR LV DW
VHWWLQJ D RQH SULFH V\WVWHP IRU RLO LQ ,QGRQHVLD LQ
URXJKO\ 58S ZKLOH SHRSOH LQ -DYD FDQ EX\ WKH RLO DW 58S
KDYH WR SD\  WLPHV PRUH WKDQ SHRSOH LQ -DYD DQG RWK

SHVHDUFK 2EMHFWLYHV
7KLY WKHVLV FRQVLVWY RI WKUHH HPSLULFDO FKDSWHUV ER
RYHUDUFKLQJ REMHFWLYH LV WR VWXG\ KRZ 5%V LPSOHPHC

%DVHG RQ WKH UHSRUW RI KWKW SZRIZYGERQOIGEDR N>RHH HQ QHZV IHD
H[SDQVLRQ LQ HDVW DVLD LQGRQHVLD@
7KH QHZ 3UHVLGHQW -RNRZL KDV GHWHUPLQHG WR DSSO\ WKH HTXDOL
WKH IXHO SULFH LQ 3DSXD KDV WKH VDPH SULFH ZLWK WKH QDWL|
.LQL 5S SHU /LWHU" >7KH IXHO 3ULFH LQ 3DSXD WKDW XVHG WR EH 5
2FWREHU

io



DJHQWY E\ REVHUYLQJ KRZ WKH\ GHDO ZLWKUSRE DWW WAD O IO
6DSLHQ]D 'LQo OLFFR HW DO %BHUJHU .
ZLWK JHRJUD SHOLFO XS LN WX B @ 'H <RXQJ HW DO
&RQUDG HWDmM@ ZLWK PLFUR DIR® L PDNO® @ KM LNRHNOD\ | L L

VRFLDO LD FKRDMHQ QHJOHFWHG E\ SULYDWH EDQNV EHFDX

SURILWDEPRIHW D&HVH WRSLFV DUH SUHVHQWHG LQ FKDSWH I

7KHVH FKDSWHUV SURYLGH WKH HPSLULFDO FRQWULEXWLRQ

,Q FKDSWHU WZR ZH VWXG\ SROLWLFV DW WKH UHJLRQDO O}
WKHLU OHQGLQJ XVLQJ WKH ORFDO FRQWH[W RI ,QGRQHVLD
RI UHJLRQDO JRYHUQPHQWY DQG WHKHKR®BDGR R QR % VL VMXHG L
RI +RPH $IIDLUV RI ,QGRQHVLD LQ EHFDXVH ZLWK WK
GHFHQWUDOLVDWLRQ R DQG WKH LPSOHPHQWDWLRQ RI

OHYHO LW PLJKW VWUHQJWKHQ WKH DOOHJDWLRQ RI SROL
SROLWLFDO OHQGLQJ LQ 5%V ZH FRQGXFW VHYHUDO WHVW\
H[SODLQ ORDQ GLVWULEXWLRQV GXULQJ UHJLRQDO HOHFWL
SURYLQFLDO JRYHUQPHQW ZLWK WKH QDWLRQDO ZLQQLQJ

SHUFHQWDJH RI SROLWLFLDQV VLWWLQJ DV EDQN FRPPLVVL]
GLIIHUHQW SKDVHV SUH HOHFWLRQ RQH \HDU EHIRUH WKH
HOHFWLRQ RQH \HDU DIWHU WKH VFKHGXOHG HOHFWLRQ W
VXVSHFW WKDW WKH SROLWLFDO LPSDFW ZLOO EH UHYHDOF
REVHUYH OHQGLQJ SDWWHUQV DQG WKH SULFH RI OHQGLQJ

DQG GHPDQG VKRFNV OLFFR HW DO 7R JDLQ D UREXVW
RI 5%VY] DWWLWXGHYV RQ WKH SULFH RI GHSRVLWY FORVH WI
LQFUHDVH WKHLU HIIRUWVY WR FROOHFW IXQGV WKDW DUH

FRQVLVWHQWO\ GLVFRYHUHG LQ WKHVH YDULDEOHV ZH VXUTI
PLJKW DIIHFW WKHLU QRQ SHUIRUPLQJ ORDQ 13/ /DVWO\ Zt
LQYROYHV WKH FHQWUDO JRYHUQPHQW RU LV D GHOLEHUDW
IXQGV SODFHG LQ VHFXULWLHY DQG ZKHWKHU WKLV GHFUHD)\

,Q FKDSWHU WKUH' %W IWIS\DWM PAHKQW KHKHLU PDQGDWH E\ DO
GLIIHUHQFHV LQ UH3\RRRPGSDHRQUDMKN OHQGLQJ Rl QRQ 5'% E
ZKHWKHU 5'%VY ORDQV DUH GLVSURSRUWLRQDWHO\ GLVWULTI
DFURVV UHJLRQV :H DO\SE GAHR/IW XEKG W KLHUF @KGILQJ WKH VXSS
LV GLVSURSRUWLRQDWHO\ GLVWULEXWHG LQ UHVSHFW WR GL

n



QRQ 5%V 6XEVHTXHQW ZH WHVW ZKHWKHU VSDWLDO GHSH(
FRPSDUHG WR WKRVH RI QRQ 5%V :H XVH GLIIHUHQFHV LQ
UHJLRQDO *'3 SHU KHDG DV D SUR[\ IRU HQGRZPHQW OHYHO
WKH PDLQ ILQDQFLDO FHQWUH DQG HDFK EDQN ZH XVH (XF
ODWLWXGH DQG ORQIJLWXGH SRLQWYV IRU HDFK UHJLRQ +RZ
+HQGULN +DNHQHV HW DO ZH XVH WKUHH GLITHUHQW
VSDWLDO LVVXHTV HIITHFWV RQ WKH ORDQV GLVWULEXWHG E\
LQWXLWLRQV )LUVW ZH SRVLW WKDW WKH LQIOXHQFH RI QtF
WKH FORVHU WKH UHJLRQ WKH VWURQJHU WKH LPSDFW ©6H
HTXDOO\ OLNHO\ WR DIIHFW KRPH UHJLRQV LI WKH\ DUH OR
DSSURDFK PD\ EH PRUH DSSURSULDWH IRU WKH ,QGRQHVLDQ
ZKRVH ODQGVFDSH LV JHRJUDSKLFDOO\ GLVWLQFW IURP WKD
PLIKW QRW EH FRQWLJXRXV DQG WKH\ PLJKW QRW VKDUH D |
WKLUG ZH DSSO\ D VSDWLDO SDQHO PRGHO

,Q FKDSWHU IRXU ZH VWXG\ ZKHWKHU 5'%VY VXSSRUW WR 06¢C
LQ LPSURYLQJ UHJLRQDO *'3 %\ FRQVLGHULQJ WKH SRWHQV
060(VY] RSDTXHQHVV ZH WHVW ZKHWKHU 5%V ZLWK WKHLU \
UHJLRQDO NQRZOHGJH DUH DEOH WR PLWLJDWH WKH FUHGL
+DNHQHV DQG B6FKQDEHO ORXURXJDQH DQG +DI
FRQWULEXWLRQV RI 5'%V WR WKH UHJLRQDO HFRQRP\ WKUF
FRQVLGHULQJ LQWHUPHGLDWLRQ TXDOLW\ WKH VL]HV RI 5'%
HIILFLHQF\ LQGLFDWRUV DV SUR[LHV IRU WKH EDQNVY LQWHU
LQ SURSRUWLRQ WR FRPPHUFLDO EDQNV WR GHWHUPLQH ZKF
HFRQRPLHV RI WKH UHJLRQV :H DOVR LGHQWLI\ ZKHWKHU V¢
060(V ZKLFK PLJKW HYHQWXDOO\ KDYH OHVV HIIHFW RQ WKH
WKH HFRQRPLHV Rl QHLJKERXULQJ UHJLRQV )XUWKHUPRUH

WHVWLQJ WKH LPSOLFDWLRQV RI 060(V] FUHGLW QRW RQO\ L
IRU WKH DJULFXOWXUH VHFWRU DVL®RM/GREOMHWLRSERRWRIXI
J)LQDOO\ QRWLQJ WKH ILQGLQJV Rl %HFN 'HPLUJXF .XQW D¢
DVVHVV ZKHWKHU WKH VXSSRUW RI 5'%V IRU 060(VY] FUHGLW
PXFK LW GHFUHDVHV WKH XQHPSOR\PHQW UDWH ZKHWKHU

GHFUHDVHV LQ WKH SRYHUW\ JDS DQG ZKHWKHU WKLV LV UH
ILQDQFLDO ILIXUHV



&RQWULEXWLRQ
7KLV WKHVLV RIIHUV D FRPSUHKHQVLYH DQDO\VLV Rl UHJLR
RSHUDWH DQG KRZ ZHOO WKH PDQGDWH LV LPSOHPHQWHG DYV
WKUHH LQGLFDWRUV KRZ WKH\ HQJDJH ZLWK SROLWLFV KRZ
LVVXHV DQG KRZ WKH\ VXSSRUW WKH 060(V PLFUR VPDOO
OHVV VWXGLHG LQ WKHLOYW HWDXGAUW K DWK LFR QW WIKEXWHV L Q
OLWHUDWXUH RQ KRZ UHJLRQDO SXEOLF EDQNV HQJDJH ZLWHK
DOVR ILOO WKH JDS LQ WKH OLWHUDWXUH E\ VWXG\LQJ ZKLFk
5%V DQG ZKHWKHU WKHUH LV DQ\ LQGLFDWLRQ WKDW SUHYV
GLVWULEXWLRQ RI OHQGLQJ LQ WKH 5'%V GXULQJ HOHFWLRQ
VWXG\ WKH LPSDFW Rl UHJLRQDO HOHFWLRQV 2 QRW SUHVL
6DSLHQ]D OLFFR 3DQL]]D OLFFR HW DO 3U
gQGHU ¢g]\00oGOUOP

$ QRYHOW\ RI WKLV WKHVLV LV WIKM ARG EREWHRY HRG B 05/D
SROLWLFDO FRQQHFWLRQ LQ WKUHH ZD\V )LUVWO\ E\ REVHLU
ZLQQLQJ SDUW\ DQG WKH UHJLRQDO OHDGHU WKH JRYHUQR
VKRZV WKH SRWHQWLDO IRU PRUDO KD]JDUG L H PRUH SRZ}
VLODQHV  B6KOHLIHU )DFFLR VHFRQGO\ E\ FKHFN|
UHJLRQ ZKR ZLOO UXQ IRU D VHFRQG WLPH WR H[DPLQH WKH
WKH\ XVH VXSSRUW IURP WKH SXEOGRCEDLQNY WR. BKGVYHQW 5
=LQJDOHYV %HVOH\,PBIXUJBYMULQL OXVDFFKLR %DQGH
ODUFRQ DQG WKLUGO\ E\ FKHFNLQJ WKH EDFNJURXQG R
EXUHDXFUDW SURIHVVLRQDO VLWWLQJ LQ WKH 5%V HYHU\
GXH WR UHQW VHHNLQJ PRWLYHV /D]]DULQL OXVPEGRRRL®D
WKH PHWKRG RI %DXP &DJOD\DQ HW DO ZH GLYLGHG
\HDU RQH \HDU EHIRUH WKH VFKHGXOHG HOHFWLRQ GXULQ
\HDU DIWHU WKH VFKHGXOHG HOHFWLRQ \HDU 2 LQ RUGHU V
OHQGLQJ LQ 5'%V DV ZH VXVSHFWHG WKDW WKH SDWWHUQ Z
7KLV FKDSWHU UHYHDOV WKDW ZH GHWHFWHG SROLWLFDO O}
XVLQJ WKH VDPH PHWKRG %DXP &DJOD\DQ HW DO GL
WKH HOHFNQ®QD\HIBY VWXGLHY KDYH DWWHPSWHG WR H[DPL
QDWLRQDO ZLQQLQJ SDUW\ H J 6ROp%AORIPOR 6RUNQEDFLDLY
HOXFLGDWLQJ WKH IDFWV DERXW SROLWLFDO ORDQV RQ D U



EDQNVY OHQGLQJ WR VPDOO EXVLQHVVHV FRXOG LPSO\ WK
H[SORLWHG WR JHW PRUH YRWHUV

%\ WDNLQJ LQWR DFFRXQW WKH SRVLWLRQ RI WKH LQFXPEH(
ZLQQLQJ SDUW\ WKLV FKDSWHRDERP SO BPIBEQIMDW WIXBIKRD SH U \E
WKDW SROLWLFV KDYH OHVV LQIOXHQFH RQ WKH LQFXPEHQW
LQFXPEHQW KDV EHHQ FKRVHQ IRU WKH VHFRQG WLPH RQ WK
3LD]]D ZKR RQO\ FRQVLGHUHG WKH H[LVWHQFH RI SR(
EXUHDXFUDWY ZKHQ VWXG\LQJ WKH SROLWLFDO FRQQHFWLR(
UROMKYDMD OLDGURFHQD 20LYRRFRWRLG GUDZLQJ D ZURQ
DERXW WKH SDWWHUQ RI SROLWLFDO OHQGLQJ WKDW PLJKW
UREXVW RXWFRPH E\ WHVWLQJ WKH SULFH RI ORDQV FKDUJH
3DVRXU DQG OLFFR HW DO <HW ZH HQODUJHG WK
5'%V PLIJKW DOVR LQFUHDVH WKHLU SULFH RI GHSRVLWV GXLU
WKH OLWHUDWXUH DERXW KRZ SROLWLFDO OHQGLQJ PLJKW K
SURYLGH DQ LQ GHSWK XQGHUVWDQGLQJ DERXW ZKHWKHU W
HOHFWLRQ \HDU LV GHOLEHUDWH RU ZRDWKRQ DK BRYHIN P
HOHFWLRQ \HDUV

)XUWKHUPRUH DV WKH VRFLDO DQG HFRQRPLF GHYHORSPHQ\
UHJLRQDO HFRQRP\ WKH VHFRQG HPSLULFDO SDSHU FRQV
LPSOHPHQWDWLRQ RI 5'%VY] PDQGDWH FRQFHUQLQJ WKH JHR.
WKH OLWHUDWXUH E\ FRQVLGHULQJ WKUHH PDLQ JHRJUDSKLI
DQG VSDWLDO FOXVWHULQJ %\ FRPSDULQJ 5'%V ZLWK QRQ
PDQGDWH DW WKH UHJLRQDO OHYHO ZH SUHVHQW D UREXVW
W\SHV RI EDQNVY GLIIHU B6WXGLHV LQWR WKH FRQQHFWLRQ E
DUH DOVR YHU\ UDUH LQ WKH OLWHBPR' XBBQDMIPDQ\ VERKRBROQI
.KDNVDUL 7HKUDQLDQ %UHL 6FKFODUHN %HUWD\
EDQNVY LQWHUPHGLDWLRQ UROH DV FRXQWHUF\FOLFDO GXU|I
SURSRVHG WKH LGHD WKDW VSDWLDO VSLOORYHU HIIHEWYV

ZKHUHDV LQ DSSO\LQJ WKH WKHRUHWLFDO PRGHO +DNHQH"
EDQNV DUH LPSRUWDQW LQ SUHYHQWLQJ FDSLWDO GUDLQ GX
ULFK UHJLRQV KDYH <HW QR HPSLULFDO DQDO\VLV KDV EHFH
VWXG\ E\ +DNHQHV HW DO ZKR XVLQJ *HUPDQ GDWD IR



VHHP WR KHOS LQ SUHYHQWLQJ FDSLWDO RXWIORZV WR ULF
FRXQWULHYV E\ +DVDQ HW DO ZKR WHVWHG VSDWLDO LC

(PSLULFDOO\ ZH WHVW WKH SURSRVLWLRQV RI WKH WKHRUL
EDQNV ILUVW E\ FRPSDULQJ WKH SDWWHUQ RI OHQGLQJ RI W
OHYHOV RI UHJLRQDO HQGRZPHQW DQG VHFRQGO\ E\ WHVWL
WKH FDSLWDO GUDLQ FRPSDUHG WR WKH QRQ 5%V 7R RXU
HPSLULFDOO\ WHVWV WKH +DNHQHYVY DQG 6FKQDEHO WK H
PDQGDWH WR RSHUDWH DW WKH UHJLRQDO OHYHO DQG DWWI
FKDSWHU DOVR HQULFKHV *DOOXS 6DFKV OHOOLQJHU
HFRQRPLHV RI VFDOH XVHG LQ WKH EDQNLQJ VHFWRU ZKLFK
VLIH RI WKH PDUNHW *DOOXS 6DFKV OHOOLQJHU

7R FDSWXUH VSDWLDO GHSHQGHQFH ZH EXLOW D VSDWLDO 2
UHJLRQ :H GLG QRW DSSO\ 4XHHQ FRQWLJXLW\ DV +DVDQ HV
DSSURDFK EDVHG RQ D FHUWDLQ WKUHVKROG EHFDXVH DV D
VKDUH WKH VDPH ERUGHUV DV LQ (XURSH +DVDQ HW DO
FODVVLILHG DV UHPRWH UHJLRQV 8QOLNH +DVDQ HW DO
WKUHH PDLQ VSLOORYHU DSSURDFKHV ZKLFK HQDEOHG XV V
5%V 7KH ILUVW DSSURDFK UHIHU\WZKLFE KV R M XLFGH/D WRK DR B/OKHHU
VWURQJHU ZKHQ WKH GLVWDQFH Rl WKH QHLJKERXULQJ UHJ
DSSURDFK FRQVLGHUV WKDW WKH QHLJKERXULQJ UHJLRQV P
UHJLRQV :H EXLOW WKH VLPSOH PRGHO WR DQDO\VH WKH R}
JRU WKH WKLUG DSSURDFK ZH XVH VSDWLDO SDQHO DQDO\V
6$5 WKH 6SDWLDO 'XUELQ ORGHO 6'0 DQG WKH 6SDWLDO
WKLV VWXG\ LV WKH ILUVW VWXG\ WKDW HPSOR\V VSDWLDO !
UHJLRQDO OHYHO ([SORLWLQJ ,QGRQHVLDJV JHRJUDSKLFDC
SLFWXUH DERXW WKH JHRJUDSKLF FRQGLWLRQV DQG KRZ WKF
LQ HDFK UHJLRQ

IHYHUWKHOHVV WKH 2(&' VWDWHG WKDW WKH OHDGLQJ
PDNH D VWURQJ FRQWULEXWLRQ WR QDWLRQDO JURZWK J
ORUHRYHU WKH FRQWULEXWLRQ RI 060(V LV VLIJQLILFDQW W
XQW 'LHWUHHF®GULN +DNHQHW BWFRRODUV IRFXV RQ H[D
060(VDIIHFW WKH HFRQRP\ $WBEFDNUHWYDHOFN  'HP L UDHRV.XIQRK
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RU KRZ WKH 060(V HIIHEFWLYHO\ ORZHU XQHPSOR\PHQW

.DUQDQL 1ILNDLGR 3DLV 6DUPD :HOODODJH /
KDYH D SUREOHP ZLWK ODFN RI LQIRUPDWLRQ DQG GLVWDQF|
DO %HUJHU HW DO 3HWHUVHQ 5DMDQ 6 WUD
=KRQJ %XW QRQH RI WKHVH VWXGLHV DEFWXDOO\ FRQQ
UHJLRQDO HFRQRP\

8VLQJ WKH ,QGRQHVLDQ FRQWH[W WKLV WKLUG SDSHU ILOO\
H[SODLQLQJ KRZ WKH FRQWULEXWLRQ RI 5%V LQ GLVWULEX
HFRQRP\ VHFRQGO\ E\ WHVWLQJ LQ ZKLFK FRQGLWLRQ 5'%'
WKURXJK WKHLU VXSSRUW LQ DOORFDWLQJ 060( ORDQV WK
GHSHQGHQFH LQ DIIHFWLQJ WKH LPSDFW RI 060( ORDQV R
FRPSOHPHQWYV%WHKEHN HWXBO R E\ SURYLGLQJ DQRWKHU SR
PLIKW QRW VWURQJO\ DIITHFW WKH DJJUHJDWH HFRQRP\ EXW
ZKHUH WKH 060(V PRVWO\ RSHUDWH VXFK DV WKH DJULFXO\

IRXQG WKDW ZKLOH WKH 060(V DUH DEOH WR ORZHU XQF
KHQFH WKLV VWXG\ HQODUJHV WKH OLWHUDWXUH E\ H[DPLQ
WKH GLVSDULW\ DFURVV UHJLRQV DQG ZLWKLQ UHJLRQV $V
WKDW WKHUH PLIKW EH D FRQQHFWLRQ EHWZHHQ HTXDO OH(
WKH OLWHUDWXUH E\ VWXG\LQJ WKH LPSOLFDWLRQV RI GLVW
PDUJLQ DQG WKH 13/ Rl WKH 5%V



$SSHQGL]J

JLIXUH $ ODS RI ,QGRQHVLD

6RXUFH KWWS Z7Z7ZZ ZRUOGEDQN RUJ

7KH PDS SUHVHQWY WKH FXUUHQW FRQGLWLRQ RI ,QGRQHVLD ZKLFK FR
PDLQ LVODQGY 6XPDWHUD -DYD .DOLPDQWDQ 6XODZHVL DQG ,ULDQ -
LVODQGV RI ZKLFK DUH LQKDELWHG 7KH UHJLRQV SURYLQFHV LQ ,¢

~

e



&KDSWHU 7ZR

SROLWLFY DQG WKH EHKDYLRXU RI WKH 5HIJLRQDO "

 QWURGXFWLRQ
7KH SROLWLFDO LVVXH LV FUXFLDO LQ HOXFLGDWLQJ SXEOLF
DQG /HY\ <H\DWL OLFFR DQG 3DQL]]D DJUHH WKDW SXE
H[SODLQHG E\ WZR IDFWRUV HLWKHU WKH LPSOHPHQWLQJ PL
VKRZQ WKDW SXEOLF EDQNVY OHQGLQJ WHQGV WR H[KLELW
EDQNV 6DSLHOQOD OLFFR HW DO ,DQQRWWD 1RFH
WKDW SXEOLF EDQNV LQFUHDVH WKH YROXPH RI ORDQV GXU
XVLQJ 7DLZDQYYV GDWDEDVH VWXGLHG WKDW WKH 52$% 5HWXL
LQ SULYDWH EDQNV WKDQ WKH JRYHUQPHQW DQG IRUHLJQ
EHKDYLRXU GRHV QRW IROORZ WKH HOHFWLRQ F\FOH VHHQ E

(PSOR\LQJ ,Q&RDHGDWXQG WKDW GXULQJ WKH HOHFWLRQ \|
DJULFXOWXUDO RXWSXW GHVSLWH DQ LQFUHDVH LQ DJUL
g]\OOGOUOP IRXQG WKDW DOEHLW VWDWH RZQHG EDQN\
LPSRUWDQW UROH LQ RIIVHWWLQJ WKH DGYHUVH HIIHFWV F
ILQGLQJ DURXQG WKLV SROLWLFDO HYHQW LV IRXQG E\ %HU
XVLQJ WKH HYLGHQFH IURP UDQFH 7KH\ IRXQG WKDW QHDU
FRQQHFWHG &(2V &(2V WKDW KDYH D FRQQHFWLRQ ZLWK WHEk
PRUH FRQWHVWHG DUHDV +DYLQJ D VLPLODU LGHD LQ H[DPL
&DUYDOKR H[DPLQHG WKDW WKHUH LV D UHFLSURFDO

SROLWLFDOO\ UHODWHG ILUPV 6LQFH SXEOLF EDQNV DUH FF
LQFUHDVHVY WKH FKDQFHV RI WKH LQFXPEHQWY WR EH UHF
PDFURHFRQRPLF LQGLFDWRUV HPSOR\PHQW

3ROLWLFDO LVVXHV EHFRPH LPSRUWDQW LQ H[SODLQLQJ W
GHYHORSLQJ FRXQWULHV ZKLFK DUH VWLOO OHDUQLQJ WR

FRXQWULHV *ROGPDQ S5REHK O XOMCBVERQ RI EHLQJ DQ LQWH |
RFFXUV ZKHQ WKH UHVRXUFHV DUH RQO\ GLUHFWHG WR FHU
IDPLOLHV RU L@®GEEYRGXDOVWWWDWHG WKDW PRVWO\ ORRWLQ
HQRUPRXV LQIRUPDWLRQ DQG SRZHU XVH WKHLU DXWKRULW\
FDQ EH DQ LQVWUXPHQW WR SURYLGH WKH IXQG ZLWK D VS|
ZLWK D SURPLVH WR JHW D ELJ LQFHQWLYH 7KHUH DUH VHYF

AA



DV SD\LQJ ORZHU WD[HV KDYLQJ VWURQJHU PDUNHW SRZHU
KDYLQJ PRUH DFFHVV WR LPSRUWV )DFFLR DQG DC
)DEFLR

,QGRQHVLD ZDV FKRVHQ WR EH LQYHVWLJDWHG LQ WKLV VWX
VWDUWLQJ ZLWK WKH SKHQRPHQRQ RI 6XKDUWR WKH VHFRQ
,QGRQHVLD RQH Rl WKH WKUHH ZRUVW FRXQWULHM HQ HVKUIH.
 QGRQHVLD KDV EHHQ VWXGLHG E\ PDQ\ VFKRODUV VXFK DV )
*UHHQ 3RF]JWHU DQG 9RO] ZKR EHOLHYH WK
RI VRFLDO SUREOHPV LQ WKH FRXQWU\ ,QGRQHVLD KDV EHH
&RUUXSWLRQ 3HUFHSWLRQV ,QGH[ LW 'RDXW \RVLTXQ W B RN H®
WKDQ LWV QHLJKERXU ODOD\VLD UDQNHG DW 7KH EDQNL
LQ WKH ,QGRQHVLDQ HFRQRP\ DV LW DFFRXQWV IRU RI
WKDQ KDOI RI ,QGRQHVLDYV FRPPHUFLDO®@DANY DUH SROLW|

7KLV FKDSWHU H[DPLQHV WKH LPSDFW Rl SROLWLFDO LQWHU
GDWDVHW WKLV LV D UHJLRQDO VWXG\ XVLQJ UHJLRQDO S>
5'%Y HVWDEOLVKHG E\ D UHJLRQDO PDQGDWH $SSO\LQJ D

XS WR WKLV VWXG\ H[SORUHV SROLWLFDOO\ FRQQHF
HOHFWLRQV DQG UHJLRQDO SROLWLFDO FRQGLWLRQV 7KLV
EHWZHHQ WKH SURYLQFLDO JRYHUQPHQW DQG WKH 5'%V %D
RI +RPH $IIDLUV Rl ,QGRQHVLD LQ WKH SURYLQFLDO JRY!
WKH KHDGV RI 5%V LQ DGGLWLRQ WR EH D PDMRU VKDUHKR
DOVR FKRRVH SHRSOH WR VLW DV ERDUG PHPEHUV HLWKHU |
ZDV DPSOLILHG LQ 5'%V LQ ,QGRQH V LVDKIURXQA K PH G W F 16 QIV
SURJUDPPH 2QH RI WKH LPSRUWDQW DVSHFWV LQ WKH LF
LQWURGXFWLRQ RI WKH GLUHFW HOHFWLRQ ZKLFK SUHYLRX\
HOHFWHG E\ ORFFIDIMEDUWL RR HEWNK ZHUH RI 6 XKDUWRYV SDU
7KH GLVFRYHU\ RI PDQ\ UHQW VHHNLQJ SUDFWLFHV FDXVH\

%DVHG RQ WKH UHSRUW KWWSV ZZZ WUDQVSDUHQF\ RUJ FRXQWU\ ,'1
%DVHG RQ WKH UHSRUW KWWSV ZZZ WUDQVSDUHQF\ RUJ FRXQWU\ ,'1
&RPPHUFLDO EDQNV SHUIRUP FRQYHQWLRQDO DFWLYLWLHY DQG RU WKR
VHUYLFHV LQ SD\PHQW WUDQVIHU 2-. &RPPHUFLDO EDQNV LQFOXG
VKDULD EDQNV MRLQW YHQWXUH EDQNV IRUHLJQ EDQNV DQG 5%V /DZ
%DVHG RQ /DZ QR
6HH OLFKDHO %XHKOHU H'HFHQWUDOLVDWLRQ DQG /RFDO 'HPRFUDF\ LQ
LQ 3UREOHPV Rl WKH '"HPRFUDWLVDWLRQ LQ ,QGRQHVLD HG E\ ODUFXV 0
6RXWKHDVW $VLDQ 6WXGLHV
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UHVROYLQJ FKDOOHQJHYV HQVXLQJ IURP D ZHOO G HWHQRMRUIIHO
UHVRXUFHVY DQG ZLGHU DXWKRULW\ EXW QR VXSSRUW IUF
GHFHQWUDOLVDWLRQ SROLF\ RSHQHG WKH SRVVLELOLW\ IRU
7KLV IDFW ZDV HYLGHQW LQ LQ WKH FRUUXSWLRQ F
JRYHUQRUV RU GLVWULFW KHDGV EHFDPH FDVH VXVSHFWYV

IRUPHU JRYHUQRUV GLVWULFW KHDGV DQG PD\RUV ZHUH GH
FDVHV .LUDQD KLOH WKH LQLWLDO REMHFWLYH RI GH
UHJLRQV DQG UHBREBUYHXHFWIWVRIDPD CWHGR XJKW WKH RSSRVLWH U
SUHSDUDRRRFHQWUDOLVHG FRUUXSWLRQ FDPH ZLGHVSUHDG
PD\ EH WKH NH\ VWUDWHJLF WRRO WR IDFLOLWDWH SROLWLF

7KHUHIRUH WKH DLP Rl WKLV FKDSWHU LV WR H[DPLQH WKH
%DQNV FDOOHG 5HJLRQDO 'HYHORSPHQW %DQNV 5'%V DQC
WKH EHKDYLRXU: R IXWHKRWMWEKI®RQDO HOHFWLRQV DV RXU PDLQ
SUHVLGHQWLDO HOHFWLRQV DV WKH ODWWHU KDV EHHQ VW
3DQL]]D OLFFR 3DQL]]D DQG <DxH] 3UHVELWHUR DQC

7KLV FKDSWHU FRQWULEXWHV WR WKH OLWHUDWXUH E\
RI 5'%V SUH HOHFWLRQ \HDU RQH \HDU EHIRUH WKH VFKHG X(
\HDU DIWHU WKH VFKHGXOHG HOHFWLRQ \HDU SRVW HOHFWL
SROLWLFDO LVVXH LQ 5%V EHKDYLRXU DV ZH VXVSHFW WK
HOHFWLRQ \HDU 7R FDSWXUH WKH FRQQHFWLRQ RI WKH UHJ
WKDW PLJKW LQWHUDFW ZLWK WKH HOHFWLRQ SHULRGV )LU\
*RYHUQRU Rl WKH UHJLRQ SURYLQFH RU LI WKH JRYHUQRU
SDUW\ 7KH LGHD LV VLQFH WKH JRYHUQRU KDV WKH ULJKW
GHVFULEHV WKH SRWHQWLDO SROLWLFDO LQIOXHQFH RI WKH
WKURXJK WKH SURYLQFLDO OHDGHU $0LJQLQJ ZLWK WKH U
FRQWH[W ORFDO RIILFLDOV ZLOO KDYH PRUH VXSSRUW LQ Wi
DQG ORFDO SROLWLFLDQV PXVW SURYLGH SROLWLFDO FDSLW
IXQGV IRU KLJKHU WLHU SROLWLFLDQV %UROOR DQG 1DQQL
RQH PRWLYH ZKLFK LV LQFUHDVLQJ WKH SRVVLELOLW\ RI EH
UROH RI EHLQJ HOHFWHG DV D JRYHUQRU ZKR ZLOO UXQ IRU
FORVH WR WKH HOHFWLRQ \HDUV 5HJDUGOHVV RI KDYLQJ D¢
PRUH QHWZRUNLQJ DQG SRZHU RYHU WKH QHZ FDQGLGDWHYV
WR VXVWDLQ WKHLU SRVLWLRQ ,PDL +DOOLQJ 3LFKOHL

ILUVW WHUP HOHFWHG JRYHUQRU WKDW LV VXEVHTXHQWO\ |
70



UHJHQWY PD\RUV JRYHUQRUV SUHVLGHQWY DQG YLFH SUH\
EHKDYLRXU ZKHQ IDFLQJ WKHLU VHFRQG DQG ODVW HOHEFWL
KRZ WKH\ OLQN ZLWK WKH 5'%Vf EHKDYLRXU 7KLUGO\ WKL\
EXUHDXFUDWYV SURIHVVLRQDOV RI FRPPLVVLRQHUV ZKR VL)
SROLWLFDO FRQQHFWLRQ RQ D EDQNYV GHFLVLRQV 6DSLHQ]!
FRQQHFWLRQ EHWZHHQ WKH SROLWLFLDQV DQG WKH 5'%V

7R LQGLFDWH WKH SROLWLFDO OHQGLQJ ZH DOVR FRQVLGHL
FRQFOXVLRQ DERXW WKH LVVXH Rl SROLWLFV LQ 5'%V :H LG
WKH HOHFWLRQ SHULRG IROORZLQJ WKH VXJJHVWLRQV E\ 3D
ZDV LPSRUWDQW WR FRQVLGHU DV LW KHOSV WR UHGXFH W}
JURZWK Rl ORDQV FDQ EH DIIHFWHG E\ VXSSO\ DQG GHPDQG
7R VWUHQJWKHQ RXU DQDO\VLVY ZH FRQVLGHUHG WKH SULFH
WKH EDQNV PD\ LQFUHDVH WKH LQWHUHVW UDWH WR DWWUD
RFFXUV WKHQ ZH H[SHFW WKH VSUHDG GHFOLQHV LQ WKH U
GLIIHUHQFH EHWZHHQ WKH SULFH RI ORDQV DQG WKH SULFH
5'%V PLVXVLQJ IXQGV LQWHQGHG IRU PLFUR VPDOO DQG P
SXUSRVHV /RDQV IRU 060(V ZHUH SURPRWHG E\ WKH ,QGRQH
LQGLFDWHG DV DQ LPSRUWDQW FRQWULEXWRU WR WKH ,QGF
FXVKLRQ ZKHQ WKH FULVLV KLW ,QGRQHVLD LQ7R UHNOMRIOUH -
FRQFOXVLRQV WKLV VWXG\ REVHUYHV KRZ 5'% ILQDQFHV WK
WKH FHQWUDO JRYHUQPHQW VXFK DV FDVK LQMHFWLRQV LQ
ORDQV GLVEXUVHG UXQ WR WKH HOHFWLRQ LV D GHOLEHUDV
UXQ XS WR WKH HOHFWLRQ \HDU

1RW PDQ\ FRXQWULHYV KDYH D UHJLRQDO EDQN WKLV VWXG)
UHJLRQDO EDQNV HQJDJH ZLWK SROLWLFV KRZ WKH\ RSHUD
WKHLU PLVVLRQ ,Q DGGLWLRQ E\ IRFXVLQJ RQO\ RQ 5'%V Z
.KZDMD DQG 0OLDQ H[SODLQ WKDW HYHQ ZLWK HIILFLHQW
DYHUDJH ORDQ UHWXUQV LQ SXEOLF EDQNV FRPSDUHG WR SU
RI VRFLDO DQG GHYHORSPHQW PDQGDWHYV LQ SXEOLF EDQNV
ELDV GXH WR GLIIHUHQW FKDUDFWHULVWLFV WKLV SDSHU

6HH FKDSWHU IRXU M7KH 5'"%VW0WQ/E PBRBEARIH LOCEMNDPVR Wb SWRHOGKH WD L(
060(V LQ ,QGRQHVLD

-
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GLVWLQJXLVK WKH JHQXLQH LPSDFW RI SROLWLFV RQ WKLYV
NQRZOHGJH RI WKH SUDFWLFH RI GHFHQWUDOLVDWLRQ ZKLF
RI GHFHQWUDOLVDWLRQ SROLFLHVY HVSHFLDOO\ WKH GLUHF
UHJXODWLRQ DQG SUHSDUDWLRQ LQ UHJLRQDO DUHDV KDV
JRYHUQPHQW EDQNVY DOOHJHGO\ SOD\ DQ LPSRUWDQW UROH

7KH UHPDLQGHU RI WKLYV FKDSWHU LV RUJDQLVHG DV IROOR:
WKH EDFNJURXQG OLWHUDWXUH G6HFWLRQ IRUPXODWH\
PHWKRGRORJ\ DQG GDWD VHW 6HFWLRQ SUHVHQWYVY WKH F

I[LWHUDWXUH

SROLWLFDO OHQGLQJ
SROLWLFDO OHQGLQJ LV WKH W\SH RI ORDQ GLVWULEXWHG EI
XVHG E\ PDQ\ VWXGLHVY WR SURYH SROLWLFDOO\ FRQQHFWHC(
7KH GLVWULEXWLRQ RI ORDQVY QHDU WR HOHFWLRQ \HDUV FD
Dv WKH GHVLUH WR UHPDLQ LQ SRZHU 6KOHLIHU DQG 9LV}
FRPSHWLWLRQ 5DMDQ DQG =LQJDOHYV %HVOH\ DQG %X
HYLGHQFHV IRXQG E\ ,PDL DQG &DUYDOKR WKDW JR
PHPEHU RI WKH UXOLQJ SDUW\ EHFDPH PRUH VHQLRU DQG R
YXOQHUDEOH 7KH SROLWLFDO ORDQV PLIJKW HQDEOH WKHP
VWUDWHILHYV IRU LQVWDQFH PRELOL]JLQJ HOHFWRUDO VXSS

VWDWH WKDW E\ SURYLGLQJ WKH PDLQ FRQVXPSWLRQ JR
7KH VLPLODU VLWXDWLRQ LV DOVR IRXQG LQ ,QGRQHVLD JLI\
GDLO\ QHFHVVLWLHYVY VHPEDNR PRVWO\ RFFXU ZKHQ WKH FI
FDVH D QRUP RI UHFLSURFLW\ PLJKW H[SHFW WR ZRUN DV \
XQIDYRXUDEOH LQFRPH 7KH UHFLSLHQWY PLJKW IHHO D VHQ
IRU D EDJ RI IRRG

8VLQJ QDWLRQDO HOHFWLRQV OLFFR HW DO FRQFOXGH
YHUVXV SULYDWH EDQNV ZDV QRW GULYHQ E\ WKHLU VWDWX\
WKDW WKH SXEOLF EDQNVY OHQGLQJ ZLGHQV GXULQJ WKH HC
RI D 7XUNLVK QDWLRQDO HOHFWLRQ IURP gQGHU g
FRQQHFWHG OHQGLQJ FDQ EH REVHUYHG E\ H[DPLQLQJ WKH 1
GXULQJ D EDG HFRQRPLF VLWXDWLRQ 7KH LGHD LV LI WKH

WKHUH VKRXOG EH QR LPSDFW RQ WKH HFRQRPLF JURZWK

o)



VKRXOG KDYH DQ LPSDFW WR RIIVHW WKH FRQVHTXHQFHV RI
VREFLDO KZQ@M™IDQDQG 0LDQ VWXG\LQJ WKH LPSDFW RI ORI
IRXQG QR SROLWLFDO ELDV LQ GLVWULEXWLQJ ORDQV LQ ,QC
H[SOLFLW VRFLDO REMHFWLYH

$QRWKHU FKDUDFWHULVWLF WKDW KDV EHHQ IRXQG UHJDUGL
GXULQJ WKH HDPHAMLRQOHQGVYQJ LV WKH LQWHUHVW FKDUJH
ERUURZHUV ,Q D EDQNLQJ VI\VWHP LQWHUHVW UDWH GHSH
H[SRVHG E\ ERUURZHUV WKH ULVN IDFHG E\ EDQNV DQG WKH
SHUVSHFWLYH WKH SULFH RI ORDQV PD\ UHODWH WR WKH H

3DVRXU 7KH SULFH Rl ORDQV VKRXOG EH WHVWHG GXUL
FRQQHFWHG ILUPV VKRXOG EH FRQVLGHUHG 3DVRXU 7
RI WKH LQWHQGHG ORDQV 6DSLHQ]D .KZDMD DQG 0LDQ
HW DO ZH VKRXOG GLVWLQJXLVK WKH LPSDFW RI GHPD
QXPEHU Rl ORDQV IROORZHG E\ D KLJKHU SULFH GXULQJ DQ
DQG QRW SROLWLFDO OHQGLQJ

(PSLULFDOO\ LW KDV EHHQ IRXQG WKDW VWDWH RZQHG EDQ
SULYDWH EDQNV %KDXPLN DQG 3LHVVH GXULQJ DQ HO
SURYLQFLDO HOHFWRUDO UHVXOWY 6DSLHQ]D IRXQG Wk
ORZHU GXULQJ HOHFWRUDO \HDUV FRPSDUHG WR SULYDWH EL
UDWHYV UHODWHG WR WKH OHYHO RI LQIOXH®RHDRIGS RQ MW LEF D
IRXQG WKDW GXULQJ HOHFWLRQ \HDUV SXEOLF EDQNV H[SH
SURPLQHQW GXULQJ HOHFWLRQ SHULRGV 7KLV LQGLFDWHYV V
EXW RI SROLWLFDO PRWLYHV WKURXJK ZKLFK WKH JRYHUQP
VSHFLILF LQYHVWRUV RU ERUURZHUV ZKR KDYH UHODWLRQVk

JXUWKHUPRUH LQ UHODWLRQ WR SROLWLFDO OHQGLQJ LW L
ORDQV JURZWK GXULQJ WKLV SROLWLFDO HYHQW 7KHUH LV I
\HDUV SXEOLF EDQNV QHHG WR DWWUDFW PRUH GHSRVLWRU

7KHRUHWLFDOO\ +DNHQHV DQG 6FKQDEHO PHQWLRQHG WKH LQWH!L
GLIIHUHQW HQGRZPHQW OHYHOV EHWZHHQ WZR UHJLRQV (QWUHSUHQHXL
KDYH PRUH HQGRZPHQW DQG QHHG WR ERUURZ OHVV ZKLFK PLWLJDWHYV \
WKLV FDXVHV FDSLWDO GUDLQ IURP SRRU UHJLRQV WR ULFK UHJLRQV D\
WKH PRUDO KD]DUG SUREOHP OHQGHUV PD\ IDFH D SRWHQWLDO KLJK UL
WKH\ PD\ VZLWFK WR ULVN\ SURMHFWV
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7KH SROLWLFDOO\ FRQQHFWHG EDQNV PLJKW KDYH D FKDQFH
WKHVH EDQNV WR EH VDIHU DV WKH\ KDYH PRUH JXDUDQWHH
WKH LPSOHPHQWDWLRQ RI WKH OLPLWHG JXDUDQWHH LQ ,QG
LQ SROLWLFDOO\ FRQQHFWHG EDQNV WR EH KLJKHU FRPSDU
LPSURYHV DIWHU UHPRYLQJ WKH EODQNHW JXDUDQWHH WKH
SROLWLFDOO\ FRQQHFWHG EDQNV DV WKH\ DUJXH WKDW ZLW
LQVXUDQFH E\ LQYHVWLQJ LQ D SROLWLFDOO\ FRQQHFWHG E
JXDUDQWHH V\VWHP KDV HQKDQFHG WKH PDUNHW GLVFLSOLC
UDWHVY DQG E\ LQFUHDVLQJ WKH VHQVLWLYLW\ Rl GHSRVLW T

&RUUXSWLRQ
'LVEXVVLQJ DERXW FRUUXSWLRQ ZH VKRXOG UHIHU WR WK
GHYHORSHG E\ 7XOORFN LQ EXW WKH WHUP ZDV FRLQHG |
QRW GHQRWH SD\PHQW RQ D OHDVH EXW UHODWHYV WR WKH FF
DQ\ FROQOWULEXWLRQ WR SURGXFWLYLW\ .UXHJHU 3DV
&RUUXSWLRQ LV GLVKRQHVW RU XQHWKLFDO EHKDYLRXU E\ \
VDNH RI SHUVRQDO RU JURXS EHQHILW .DXIPDQQ I9LFHQWF
DVN IRU DGGLWLRQDO IHHV IRU SURYLGLQJ VHUYLFHV VXFK L
RU JLYLQJ SDVVDJH WKURXJK FXVWRPV S5HQW VHHNLQJ PD\

ODXUR 7KLV RFFXUV EHFDXVH RI WKH WUDQVIHU RI Z
+RZHYHU WKHUH LV DQ RSSRVLQJ DUJXPHQW DERXW FRUUX
DYRLG EXUHDXFUDWLF GHOD\ ODXUR EXW WKLV RQO\

UHJXODWLRQV DUH FXPEHUVRPH

&RUUXSWLRQ DQG %DQNLQJ
,Q ILQODQFLDO PDUNHWYV HVSHFLDOO\ LQ WKH EDQNLQJ PDU|
LQYROYLQJ EXUHDXFUDWV SROLWLFLDQV DQG PDUNHW S
LOQWHUPHGLDWLRQ WRRO EDQNV DUH DQ LPSRUWDQW UHVR)
EDQNVY FRQQHFWLRQ ZLWK WKH DXWKRULWLHV JRYHUQPHQV
,Q UHODWLQJ WR JRYHUQPHQW EDQNV UHQW VHHNLQJ FDQ |
WKH REMHFWLYH RI PD[LPL]H WKHLU EXUHDXFUDWYV DQG RU
WKHLU FURQ\ /D]]DULQL OXVDFFKLR %DQGHLUD GH OHOOR
IRXQG WKDW JRYHUQPHQW EDQNV VXSSRUW ILUP FRQQH

-

(@)



&RUUXSWLRQ LQYROYHV SRZHU DQG SXEOLF LOQWHUHVW ZL\
RIILFLDOV VXFK DV EXUHDXHURWWMM Q QEH SR WIHVGEL WIRD YKH FRU L
FRUUXSWLRQ LQYROYLQJ RIILFLDOV RFFXUV EHFDXVH R
SROLWLFLDQV IRFXV RQ SRZHU DQG KRZ WR VXVWDLQ WKH]I
UHJDUGLQJ WKHLU EHKDYLRXU DV D UHQW VHHNHU 7KH SR
SUHVWLIJLRXV SRVLWLRQ DQG ZLWK WKHVH WZR FRQGLWLRQ
FDXVLQJ WKHVH EXUHDXFUDWYVY WR IHHO WKH QHHG WR PDWF
EH DWWDLQHG ZLWK FRUUXSWLRQ 7KHRUHWLFDOO\ ZDJHV D (
DQG :HLVV IRXQG WKDW LQFUHDVHG LQ ZDJHV PLIJKW KH(
WKH\ KDYH D PL[HG UHVXOW RQ WKHLU PRGHOV ZKLOH %UX:
EXUHDXFUDWY LV LPSRUWDQW WR SUHMWYV DNXRHN 8 R W HQANS HIP @/
PLIKW RFFXU EHFDXVH WKH EXUHDXFUDWY WHQG WR PDLQW|
WKHLU SRVLWLRQV RU HYHQ JHW SURPRWLRQV &RUQHWW *)
SROLWLFLDQV WR REWDLQ WKHLU REMHFWLYHYV

7KHUH DUH PDLQ GHWHUPLQDQWY RI FRUUXSWLRQ VXFK C
FRPSHWLWLRQ $GHV DQG 7HOOD FXOWXUH UHOLJLRQ
DQ8BDSDJIQL ZKLOH XVLQJ GHYHORSLQJ FRXQWULHV OXF
RSSRVLWH UHVXOW ZKLFK LV WKH VRFLR SROLWLFDO DQG UH
IDEFWRU LV ZHDN PDQDJHPHQW FRQWURO LQFUHDVHV WKH O
&RUUXSWLRQ PD\ DIIHFW D VRFLHW\ LQ VRPH ZD\V O0ODXUR

WHQGHG WR ORZHU WKH LQYHVWPHQW DQG XOWLPDWHO\ OR
WKDW LQFUHDVH LQ WKH FRUUXSWLRQ OHYHO UHGXFHV WK

3ROLWLFV LQ ,QGRQHVLD
7KH WUDQVIHU RI SRZHU IURP 3UHVLGHQW 6XKDUWR WR 9LFH
VLIQLILFDQW FKDQJHV WR WKH SROLWLFDO V\VWHP LQ ,QGR
WKH WUDQVIRUPDWLRQ RI WKH ,QGRQHVLDQ SROLWLFDO V\V\
GHPRFUDWLF RQH 7KH UHIRUP LV SDUWLEXODUO\ REYLRXV L«
DQG WKH ORFDO JRYHUQPHQWY ZKLFK VKLIWHG IURP D FHC
%HIRUH WKH UHIRUP IRU \HDUV ,QGRQHVLD KDG RQO\ WKU
*2/.$5 FRQVLVWHQWO\ ZRQ HOHFWLRQV +RZHYHU XQGHU

‘H GHILQH EXUHDXFUDW LV FXUUHQW RU IRUPHU RIILFHU RI WKH FHQWU

DFWLYH LQ SDUW\ SROLWLFVY RU D SHUVRQ KROGLQJ RU VHHNLQJ RIILFH

*2/.$5 LV NQRZQ DV 6 XKDUWRYfV SDUW\ IRUPHU SUHVLGHQW RI ,QGRQHV
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PXOWLSOH SDUWLHV WR FUHDWH D PRUH GHPRFUDWLF HQY
UHIRUPDWLRQ LQ ,QGRQHVLD LQ JLUVW HOHFWLRQV DU
GHPRFUDF\ VLQFH *2/.$5 DQG 6XKDUWR RU SHRSOH DIILOLD'
DOORZHG WR FKRRVH WKHLU RZQ SDUW\ ZLWK WKHLU RZQ |
VHEFRQG WKH LPSOHPHQWDWLRQ RI ORFDO JRYHUQPHQW UHII
1R DERXW GHFHQWUDOLVDWLRQ DQG /DZ 1R FRQ
WKH FHQWUDO DQG UHJLRQDO JRYHUQPHQWYV

8QGHU WKH FHQWUDOLVDWLRQ UHJLPH LQ WKH 6XKDUWR HU
JRYHUQPHQW $ KLJK GLVFUHSDQF\ DPRQJ UHJLRQV RFFXUL
IXQGL@RG WKHUH ZDV D KLJK OHYHO RI FRUUXSWLRQ GXH WK
OHG SHRSOH WR EHOLHYH WKDW WKH GHFHQWUDOLVDWLRQ
$SSO\LQJ GHFHQWUDOLVDWLRQ WKH FHQWUDO JRYHUQPHQV
UHJLRQDO JRYHUQPHQWYV WHRH BLHRUQ R UPU B OSH ORIADW HIR Y HUQ P
WUDQVSRUWDWLRQ KHDOWK ORFDO HFRQRPLFV DQG RWKHI

ZKLOH WKH FHQWUDO JRYHUQPHQW PDQDJHV IRUHLJQ S
ILQDQFH ODZ UHOLJLRQ DQG PDFURHFRQRPLF DQG PDFUR
WKH UHJLRQV WR FRRSHUDWH ZLWK RUJDQLVDWLRQV ILUPV |
SULYDWHO\ RZQHG 7KHVH RSSRUWXQLWLHV HQDEOH UHJLFR
WKURXJK GRPHVWLF DQG LQWHUQDWLRQDO FRRSHUDWLRC
GHFHQWUDOLVDWLRQ LV WKDW SURYLQFLDO OHDGHUV SUH
WKURXJK ORFDO HOHFWLRQV 7KHVH HOHFWLRQV WDNH SODF
WKH JRYHUQRU DQG DW WKH PXQLFLSDO UHJHQF\ OHYHO Z
KHDG

7KHUH DUH WZR PDLQ FRQFHUQV UHJDUGLQJ WKH GHFHQWUD (
7KH SROLWLFDO LVVXH UHODWHV WR FLWL]HQ FRQILGHQFH V
HFRQRPLF OHYHO RI WKH QDWLRQ ZKLOH WKH ILVFDO LVV
JRYHUQPHQWY RQ IXQG WUDQVIHUV ITURP WKH FHQWUDO JF
JRYHUQPHQW UHYLVHG /DZ DQG LQWURGXFHG GLUHFW HC
RINTLFHVY OREDUDN DQG 3XUEDVDUL W LV DVVXPHG WKD\
DQG UHVSRQVLYH ORFDO JRYHUQPHQWY ,Q DGGLWLRQ LWL

,Q WKH 6XKDUWR HUD UHJLRQV RQ -DYD LVODQG UHFHLYHG PRUH DWW
UHJLRQV VXFK DV WKRVH LQ HDVWHUQ ,QGRQHVLD
i



SROLWLFYVY 'HFHQWUDOLVDWLRQ DQG 5HJLRQDO 3XEOLI
7KH DEEUHYLDWLRQ p..17 VWBWGEWN LIRUF RB@XNKISRQDRXIG QHS
HSRWLVPH ,QGRQHVLD KDV EHHQ DQ H[DPSOH XVHG E\ PDC
VWURQJ SROLWLFDO SDWURQDJH 6FKZDU] )LVPDQ DQG *
XQGHU 6 XKDUWRYV UXOH ,QGRQHVLD H[SHULHQFHG DQ DGYH
PDQDJHULDO V\VWHPV &RQVLVWHQWO\ SODFLQJ DV RQH RI W

,QGRQHVLD VDZ FRUUXSWLRQ VSUHDG WR YDULRXV SOD
SROLWLFDO FRQQHFWLRQ ZLWK 6 XKDUWRYYV DOOLHV ZDV OLN
ILQG WKDW LPSRUW OLFHQVHYVY ZHUH HDVLO\ DZDUGHG WH

JXUWKHUPRUH ZKHQ WKH QHZ UHJLPH WRRN RYHU LQ DV
WKH 1HZ 2UGHU QHZ KRSH FDPH ZLWK WKH FROODSVH RI 6XK
WKH QHZ JRYHUQPHQW KRSHG WKDW LW ZRXOG UHGXFH GLVES
WR HYHU\ SURYLQFH WR JURZ QRW MXVW -DYD (DFK JRYHU«
WKHLU RZQ DUHD WR DFKLHYH D KLJKHU OHYHO RI ZHOIDUH

7TKHRUHWLFDOO\ GHFHQWUDOLVDWLRQ DQG GLUHFW HOHFWL
FXOWXUH RI GHPRFUDF\ WKDW LV JRRG LQ LQFUHDVLQJ PD
JRYHUQPHQWY UHFHLYHG ERWK PRUWADQHVRXKBEHYHIUQ G UDGEW
WKH\ PLIJKW QRW EH UHDG\ WR LPSOHPHQW WKHLU PDQGDWH
DQG :HOO FRQVLGHULQJ WKH LQHTXDOLW\ RI HFRQRPLTF
,QGRQHVLD LQ WKH 6XKDUWR HUD 7KLV QHZ FRXUVH ZDV LC
QHIJDWLYH VLGH HIITHFWV RQ WKH GLVWULEXWLRQDO SDWWF
LOQYROYLQJ ORFDO OHJLVODWLYH ERGLHV ZLWK DOPRVW
FRUUXSWLRQ FDVHV LPSOLFDWLQJ SURYLQFLDO JRYHUQTF

,Q SDUWLFXODU LW LV REVHUYHG WKDW WKH FRUMNRYIWERQ
EHUMDOPDFRIHUXSWLRQ LQ JURXSV RU FRUUXSWLRQ FRPPLWW!
DQG 'DPD\DQWL IRXQG LQ PDQ\ UHJLRQV LQ ,QGRQHVLD
JHQHUDOO\ SROLWLFLDQV DQG WKH H[HFXWRUV PRVWO\
VXSHUYLVLQJ DQG WKH VXSHUYLVHG DOUHN&H MSRIRPME V DRIU
SURYLQJ WKH H[LVWHQFH Rl FRUUXSWLRQ ZLOO EH FRPSOLF
DQG VXSSRUW HDFK RWKHU



7TKXV EULEH WDNLQJ LV QR ORQJHU FRRUGLQDWHG DV LW .
DQG XQFIOHIQD 7KLY LV GXH WR WKH LGHD WKDW QHZ GH
PHFKDQLVP IRU RYHUVLJKUD QQ GDWQG ODDFNVRRYWUDQVSDUHQF\
LQ LWV HDUO\ VWDJHV PDNHV LW HDVLHU IRU UHQW VHHNHL
SXEOLF RIILFLDOV ZLWKRXW RSHQLQJ WKHP WR SXEOLF VFU}>
DOO FDQGLGDWHY FDQGLGDWHYV IRU UHJLRQDO KHDGV DOP
HOHFWLRQV KDYH JLYHQ ULVH WR UDPSDQW pPRQH\ SROLWLI
ORFDO. BDHIHHL .KHPDQL OHEDQKDQBIZGBRWHYV XVH PRQH\
MHSRUN EDUUHOOLQJYT DQG FOLHQWHOLVP 8VLQJ $PHULFD DV
XVLQJ SXEOLF IXQGV WR SOHDVH YRWHUV RU OHJLVODWRUYV
KLOH FOLHQWHOLVP RFFXUV ZKHQ WKH SDWURQV OHDGHU\
FOLHQWY IROORZHUV RU FLWL]HQV RU SHRSOH LQ H[FKDQJF
OLHW]QHU VWDWHG WKDW WKHVH SUDFWLVHYV FDQ EH IF
SKLOLSSLQHVY DQG 7KDLODQG

%DVHG RQ WKH GDWD IURP .3. .RPLVL 3HPEHUDQWDVDQ .RU
&RPPLVVLRQ LQ WKH SURYLQFLDO UHJLRQDO OHYHO WKH S

PLOOLRQ DQG 86 PLOOLRQ DW WKH PXQLFLSDOLW\ UHJHQF
ZKLOH EDVH VDODU\ RI WKH UHJHQW PD\RU LV DURXQG 5S |
5S PLOOLRQ 86 HYHU\ PRQWK ,I FRXSOHG ZLWK WKH DO
WDNHQ KRPH 58S PLOOLRQ 5S PLOOLRQ 86 +RZHYHU
WR RSHUDWLRQDO H[SHQVHV DQG LQFHQWLYHV IRU OHYLHYV
DURXQG 86 ELOOLRQ RI UHJLRQDO UHYHQXH RI '., -DNDUV
DQG 9LFH *RYHUQRU RI '., ZLOO EH 58S ELOOLRQ SHU \HD

$OWKRXJK UHJLRQDO KHDGV KDYH RWKHU LQFRPH RWKHU W
HOHFWLRQ LV VWLOO FRQVLGHUHG YHU\ ODUJH 7KHUHIRUH
DQG ZHDOWK\ EXVLQHVVPHQ FRQQHFWHG 2-. E ZKLFK W
FOLHQWHOLVP VI\VWHP ,| WKH FDQGLGDWHY WKRXJKW WKDW
WKHQ WKH\ XVH WR KDYH EDFNXS ZKLFK LV IURP LQYHVWRU)
7KH EXVLQHVVPHQ WKDW XVHG WR EH WKH LQYHVWRUV PLJKV
VRPH EHQHILWYV IRU WKHP )LUVW EHQHILW LV DFFHVV WR SF
LOQWHUHVWYV LQ UHJXODWLRQ SURGXFHG LQ WKH OHJLVODW
FHUWDLQW\ RI WKH LPSOHPHQWDWLRQ RI WKH UHJXODWLRQ



+HQFH DIWHU LPSOHPHQWLQJ WKH GLUHFW HOHFWLRQ WKH!
RU IURP WKH FDGUHV RI SROLWLFLDQV DQG LQWHUHVWLQJO
,QGRQHVLD 7KH\ HYHQ EHFRPH SDUW\ KHDGV VXFK DV <XV
$EXUL]DO %DNUL *RONDU 3DUW\ DQG WKHQ 6HW\D 1RYDQWR
3DUWWKRH ,QGRQHVLDQ<8QXW\DIDODN\6 XW ULV ERUYED BRDWR K3 $11D \
3DUW\VKLOH FXQUUHQWRXY\HUQRU RI '., -DNDQWDDJD 6DODKXGG!|
RQH RI WKH IRUW\ ULFKHVW EXVLQHVVPHQ LQ ,QCIEKVL]DED
%DNUL +DU\ 7TDQRHVRHGLEMR DQG 6XU\D 3DORK RZQHG WKH
SRVVLELOLW\ WR XVH WKHLU WHOHYLVLRQ WR GR FDPSDLJQ

5HODWLQJ WR 5%V WKH )LQDQFLDO B6HUYLFH $XWKRULW\ [
UHSRUWHG LQ WKDW WKH FRQWULEXWLRQ RI 5%V WR
DSSUR[LPDWHO\ SURGXFWLYH FUHGLW IURP WKH WRWDO F
FUHGLW GLVWULEXWHG E\ 5'%V LV GRPLQDWHG E\ FRQVXPS\
DVVHWV KDYH JURZQ E%WDVHGLRFHKDWD IURP WKH &HQWUDO
KDYH EHHQ IRXQG WR SODFH WKHLU IXQGV LQ %DQN ,QGRQ
LQFUHDVLQJ RQQXPIIGIWWKH PLQLPXP RI WKUHH SULPDU\ IDF
WR LPSURYH WKH SHUIRUPDQFH RI 5'%V FRUSRUDWH JRYHUQ
LQIUDVWUXFWXUH

,Q 5%V WKH SRWHQWLDO FRUUXSWLRQ FDQ EH REVHUYHG E\
OHDGHUV DQG WKH KHDG RI WKH 5'%V %DVHG RQ WKH UHJ
,QGRQHVLD QR RI WKH JRYHUQRU LQ HYHU\ SURYLQEFH
5'% LQ WKH SURYLQFH 7KLV SURFHVV FUHDWHV D FRQIOLFW
FDQ EH HDVLO\ XVHG DV D SROLWLFDO WRRO E\ WKH UHJLRQ
KLV KHU RZQ SHRSOH DQG QHZO\ HOHFWHG JRYHUQRU FDQ D
DUH QRW DPRQJ KLV KHU RZQ SHRSOH 7KH ,QGRQHVLD &RUL
DQG OHG QRQ JRYHUQPHQWDO RUJDQLVDWLRQ 1*2 ZKRVH S
SXEOLF LQFLGHQWY Rl FRUUXSWLRQ LQ ,QGRQHVLD VWDWHV
DQG SD\ IHHV IRU VRPH EXUHDXFUDWV ZLWK QR RIILFLDO UH!

3$1 RU WKH 1DWLRQDO ODQGDWH 3DUW\
1DV'HP RU 1DWLRQDO '"HPRFUDWLF 3DUW\

3,QGRQHVLDTV)R WEFHHNMWD U\



+\SRWKHVLYVY '"'HYHORSPHQW
7KH IRFXV RI WKLY SDSHU LV WR REVHUYH WKH LQIOXHQFH F
\HDU 7KH UHODWLRQVKLS EHWZHHQ WKH ORFDO URNMNKOQMWH®
QR LVVXHG E\ WKH OLQLVWU\ RI +RRW &M D/AXIN HR\KWG GRREZHKIDYNUE
PDQ\ SROLWLFDO SDWKV EHWZHHQ WKH WZR DV WKH\ KDYH
DQ DEXVH RI SRZHU 7KH ORFDO JRYHUQPHQW KDV DQ LQWHL
OHDGHUV ZDQW WR PDLQWDLQ WKHLU SRVLWLRQV DV VXSHL
6WRPSHU ‘H VXVSHFW WKDW 5'%V PLJKW EH DQ HOHF
SROLWLFLDQV WR JDLQ PXFK QHHGHG UHVRXUFHV WR ILQDQF

$OEHLW &KHQ DQG /LX IRXQG QR HYLGHQFH RI XVH L
H[DPLQLQJ WKH VSHFLILF FRQQHFWLRQ EHWZHHQ WKH ORFEDC
D UHODWLRQVKLS H[LVWV WKHQ WKH 5'%V{ ORDQV VKRXOG V
IRXQG E\ %HUWUDQG HW DO +RZHYHU RXU DQDO\VLV L
ORDQV EXW DOVR RQ D VSHFLILF ORDQ W\SH ORDQV WR VP
LQFUHDVH LQ DJJUHJDWH ORDQV GXH WR WKH HYHQWYV WKH
WR VKLIW WKHLU 060( ORDQV WR ILQDQFH WKH SROLWLFDO I
LQFUHDVH QHDU HOHEFWLRQ \HDUV DV SROLWLFLDQV WU\ W
XQGHUFODVV DQG RQH ZKR SURYLGHYV HPSOR\PHQW LQ WKHI
ORDQV GLVEXUVHG GXULQJ WKH HOHFWLRQ PLJKW QRW EH H
D SROLWLFDO SDWWHUQ LQ 5'%V DV LW LV SRVVLEOH WKDW
7KXV ZH VXVSHFW WKDW LI WKH ORDQV DUH F\FOLQJ ZLWK V
WKH SULFH RI ORDQV GXULQJ RU QHDU WKH HOHFWLRQ ZKLF

OLFFR HW DO ,Q DGGLWLRQ DQRWKHU DVVHW WKDW PL
DUH GHSRVLWY 7KH EDQNV PLJKW WU\ WR DWWUDFW PRUH (
HOHFWLRQ ,I VR ZH ZRXOG H[SHFW WKDW WKH LQWHUHVW V

LQ OLQH ZLWK WKH SUHYLRXV FRQGLWLRQV VWDWHG

+\SRWKHVLV 3ROLUWRYFAVY QPHDX\H 6 R BEW MBXBIORXG) EIDXN X
HOHFWLRQ \HDUYV
+\SRWKHVLV ,Q WKH UXQ XS WR HOHFWLRQV WKH JRYHUQPHC
FDSLWD

+\SRWKHVLV ,Q WKH UXQ XS WR HOHFWLRQV WKH JRYHUQPH
RI ORDQV



+\SRWKHVLV ,Q WKH UXQ XS WR HOHFWLRQV WKH JRYHUQPH(
RI GHSRVLW
+\SRWKHVLV ROLWLFY¥ DIITHFWV WKH ORDQV WR 060(V LQ WKF

)XUWKHUPRUH ZH VXVSHFW WKDW WKH LPSDFW RI D GLUHFW
SXW FHUWDLQ FRQGLWLRQV LQWR DFFRXQW S$OLJQPHQW PHD
WR WKH 1DWLRQDO ZLQQLQJ SDUW\ ZKLFK ZRXOG H[SODLQ
DOLJQPHQW PHDQV PRUH SRZHU DQG OHVV PRQLWRULQJ DQG
DO )DFFLR 6R LI SROLWLFDO IDFWRUV H[LVW LQ 5
DOLJQHG 5'%V ZRXOG EH OHVV VHULRXV DERXW LPSOHPHQWL
OHVV ZLWK D KLJKHU SULFH ZKLOH GXULQJ HOHFWLRQV WK
WR VWD\ LQ SRZHU E\ ZWQQYL QR SRURBMPWRFM WD YXSSRUWLQJ P
QDWLRQDOO\ +HQFH DQ LQWHUDFWLRQ EHWZHHQ WKH HOHF

+\SRWKHVLV IRFDO JRYHUQPHQWYV WKDW KDYH DOL.
JRYHUQPHQW FRQBHIKRDYOREEDQNWKH UXQ XS WR WKH HOHFW
+\SRWKHVLYV JRYHUBEPMHQW FRQWIDRND OKWEJBDRINWK WKH JR®
LOQFUHDVH WKHLU ORDQV FORVH WR WKH HOHFWLRQ
+\SRWKHVLV JRYHUBEPHQW FRQWWDRYD OKWE JBDRINWK WKH JR®
UHGXFH WKH SULFH RI ORDQV FORVH WR WKH HOHFWLRQ
+\SRWKHVLYV JRYHUBEPMHQW FRQWIDRND OKWEJIJBDRINWK WKH JR®
LQFUHDVH WKHLUFSBNVHHWR W@HSERWOQWRWLRQ

+\SRWKHVLV /IRDQV WR 060(V DUH DIIHFWHG FORVI

JRYHUQPHQW

7R QDUURZ GRZQ WKH DQDO\VLYVY ZH FRQVLGHUHG WKH VWDW
GLVWULEXWLRQV FORVH WR WKH HOHFWLRQ DV WKH\ DUH FF
SRVLWLRQ LQ PDQ\ ZzD\V LQFOXGLQJ WKH H[SORLWDWLRQ RI
WKLV VWXG\ ZH GHILQH LQFXPEHQW DV WKH ILUVW WHUP RI \
EH HOHFWHG IRU D VHFRQG WHUP 7KLV LQGLFDWRU PLJKW ¢
uxoLQd OHDGHU WR EHFRPH HOHFWHG IRU WKH VHFRQG WLPHI
UXoLQJ SDuUw\ ZH VXVSHFW WKDW WKHUH LV D VWURQJ SR(
SRZHU &DUYDOKR SURYHG WKDW SROLWLFLDQV LQ %L
WRZDUGYV SROLWLFDOO\ DWWUDFWLYH UHJLRQV LQ RUGHU W

n



%YHUWUDQG HW DO VKRZHG WKDW WKH ORDQV UDLVHG E
GHFLVLRQV RI WKH SROLWLFDOO\ FRQQHFWHG &(2V 7KXV D
IRUPXODWLRQ RI WKH IROORZLQJ K\SRWKHVHV

+\SRWKHVLV $Q LQF X P E HIRW HOHDRGHWL BRI BMHUBREINGY HRGX |
QHDU WR HOHFWLRQ \HDUV

+\SRWKHVLV JRYHUQKRHHQW FREWGRO ®DHGLEFAREHQW OHDG
WKHLU ORDQV FORVH WR WKH HOHFWLRQ

+\SRWKHVLV JRYHUKAMH QW FRQW GRO HEG LEIFXREHQW OHDG
WKH SULFH RI ORDQV FORVH WR WKH HOHFWLRQ
+\SRWKHVLV JRYHUQKRHHQW FREWGRO DHGLEFIREHQWUBBD &
WKHLU SULFHAORVEHSRWWK HOHFWLRQ

+\SRWKHVLV /JRDQV WR 060(V DUH DIIHFWHG FORVH W

*RLQJ GHHSHU WKLV VWXG\ DGGV LQ WKH SURSRUWLRQ RI
YDULDEOH LGHQWLILHVY WKH GLUHFW FROQQHFWLRQ EHWZHHC
WKHLU RZQ SHRSOH WR WKH 5'%VY ERDUG PD\ KHOS WKH SRC
ZHOO DV WKH GLUHFWRUV DQG DOVR WR IDFLOLWDWH WKHLI

7TKHUHIRUH WKLV VWXG\ ZLOO REVHUYH WKH LPSDFW R
FHUWDLQ SROLWLFDO YDULDEOHYVY ZKLFK OHDGV WR K\SRWK'

+\SRWKHVLV $ KLIJIKHU SURSRUWLRQ RI SIRYIHUIQFA - HDQW
FRQWUROOHGE BDWVYMKHLU EHKDYLRXU FORVH WR WKH HOHFWI
+\SRWKHVLYV $ KLIJKHU SURSRUWLRQ RI SIRYIHVUICAR-HDQW

FRQWUROQHGOED@QNWYHDVH ORDQV FORVH WR WKH HOHFWLRQ
+\SRWKHVLV $ KLIJIKHU SURSRUWLRQ RI SROLWLFIRYQNWLRPHQLN
FRQWUROQHGEEXFMVWKH SULFH RI ORDQV

+\SRWKHVLYV $ KLIJIKHU SURSRUWLRQ RI SIRYIHUICAR-HDQW
FROWUROQHGOEFDRI®YH WKH SULFH RI GHSRVLWYV
+\SRWKHVLV /IRDQV WR 060(V DUH DIIHFWWRHG FQRNEIW

FRQWUROGBBHED KNMKHU SURSRUWLRQ RI SROLWLFLDQV VLW

&RQFHUQLQJ WKH K\SRWKHVHV VR IDU ZH WU\ WR DQDO\VH V
E\ WKH SROLWLFDO FOLPDWH +RZHYHU VXFK EHKDYLRXU F
LOQWHUYHQWLRQ E\ WKH FHQWUDO JRYHUQPHQW VXFK DV LQ
EHFDXVH DIWHU DOO WKH FHQWUDO JRYHUQPHQW KDV WKH |

i



SRVVLELOLWLHYVY PD\ RFFXU ZKHUH WKH FUHGLW GLVWULEX
GHOLEHUDWH GHFLVLRQ E\ DGMXVWLQJ WKH SRVLWLRQ RI
VHFXULWLHY +HQFH WKLV GLVFXVVLRQ OHDGV WR K\SRWKH"

+\SRWKHVLV 7KW KBRIKBDYQRKQWIFRQWUROOHG EDQNV]
ORDQV UHGXFH WKH SULFH Rl ORDQV LQFUHDVH WKH SULFH
WKH FHQWUDO JRYHUQPHQW

+\SRWKHVLV JRYHUKHPHQW FRQWUROOHG EDQNV JHW DG
JRYHUQPHQW QHDU WR WKH HOHFWLRQ \HDUV

+\SRWKHVLYV TKWHKHHRXKBYOQORKQOWIFRQWUROOHG EDQNYV
ORDQV UHGXFH WKH SULFH RI ORDQV LQFUHDVH WKH SULFH
GHFLVLRQ

+\SRWKHVLYV 7KH JRYHUQPHQW FRQWUROOHG EDQNYV

VHFXULWLHY QHDU WR HOHFWLRQ \HDUV LQ RUGHU WR ILQDQ

OHWKRGRORJ\ DQG 'DWD
7KLV VHFWLRQ H[SODLQV WKH PHWKRGRORJLHVY WKDW ZLOO
WKH WHFKQLTXHV XVHG WR DFFRPPRGDWH WKH FDXVDO HIIH
ZLWK D SUHVHQWDWLRQ RI WKH YDULDEOHYV XVHG LQ WKLV V

OHWKRGRORJ\

7KLV VWXG\ HIDPLQHV WKH FDXVDO HIIHFW RI LQGHSHQGHQW
VHWV RI UHJLRQDO GDWD IURP XS WR SDQHO GDWD

RYHU WKH XVH RI D pSXUHY WLPH VHULHVY RU D FURVYV VHFWLI
LW PD\ VROYH WKH ELDV SUREOHP WKDW FDQ EH H[SHULHQFH
LW PD\ VKRZ G\QDPLFV WKDW FDQQRW EH GHWHFWHG XVLQJ
GLPHQVLRQDO QDWXUH KDV WKH HIIHFW RI LQFUHDVLQJ W
UHJUHVVLRQ LQ RUGHU WR GHWHFW SRWHQWLDO ELDV FDXVI
7KH IL[HG HIIHFW )( PHWKRG LV WKH PDLQ PHWKRG XVHG LQ
GXH WR WKH GLYHUVLW\ RI WKH GDWD DV ZH DVVXPH WKDW D
WA\SH RI WKH FRXQWU\ DV WKH ELJJHVW DUFKLSHODJR FRX(
FKDUDFWHULVWLF GXH WR WKH QDWXUDO UHVRXUFHYVY DQG W

, I ZH DVVXPH WKDW SDQHO GDWD LV DV IROORZV



gL =ES> EMDRE. gA «Lsatdaa a—Leakdaa (T

'KHUR LV WKH GHSHQGHQW Y UPHEXYHRQDO URZ YHFWRU RI \
YDULDEIOHD 0 GLPHQVLRQDO URZ YHFWRU RI WLPH LQYDULD:
FROQVWDOWKH BQWHUFHSWHQVLRQDO FRO X @QVYB FOWRLP R D 8 DR
FROXPQ YHFWRU.RIVSDQ DRW MUFX D O-Y, & M FLQL EGHIRN FQVF LIDQAGL F
)( HITSORUHV WKH UHODWLRQVKLS EHWZHHQ WKH H[SODQDWR
HQWLW\ VXFK DV FRXQWU\ UHJLRQ GLVWULFW SHUVRQ FI
FKDUDFWHULVWLFV LW PD\ RU PD\)QRW D SI$FMH & KK HRX \& A RF
VRPHWKLQJ ZLWKLQ WKH LQGLYLGXDO PD\ ELDV WKH SUHGLF
WR FRQWURO IR UHRIMK YOWADE OHIWXUHV VXFK DV WKH OR
FHUWDLQ FRXQWU\ SRSXODWLRQ QXPEHUV D.}H:RIRIDRHJLGQ B

(PSOR\LQJ )( KHOSV WR UHPRYH WKH HIIHFW RI WKH WLPH
DVVHVV WKH QHW HIITHFW RI WKH SUWGLFERUW KR Q RMKLHD R XWKFE
WR FRQGXFW D VSHFLILFDWLRQ WHVW ZKHQ GHDOLQJ ZLW
LQGHSHQGHQW YDULDEOHV FRUUHODWH ZLWK WKH HUURU W]
IXQFWLRQ IRUP LI WKHUH LV DQ RPLWWHG YDULDEOH ELDV |
$GGLWLRQDOO\ WKH GHSHQGHQW YDULDEOH PD\ EH SDUW R
PD\ DIIHFW WKH LQGHSHQGHQW YDULDEOHV 7KXV WKHUH D

WKDW ZH PXVW HVWDEOLVK LQ RUGHU WR DFKLHYH XQEL

$VVXPSWLRQ ,QGHSHQGHQFH
| g%agt @ ODUH LQGHSHQGHQW DQG LGHQWLFDOO\ GLVWULEX
(Ls@@es ®&TRYHU HQWLWLHYV

$VVXPSWLRQ 6WULFW H[RJHQHLW\

l-g. o ® PHDQ LQGHSHQGHQW

$VVXPSWLRQ (UURU 9DULDQFH

D l-g. F LK #PrDQG ILQLWH RU KRPRVFHGDVWLF DQG Q
E g, B L By P rALQLW “l-giy, B 0L rEM QR VHULDO FRUU|

,Q DGGLWLRQ LQ RUGHU WR FRUUHFW WKH SUREOHP RI KHW
DVVXPSWLRQ RI WKH UREXVW VWDQGDUG HUURU RU FOXVWHL
(QGGRJHQHLW\ PD\ EH DQ LVVXH LQ SDQHO GDWD LI ZH VXV

. A
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VLPXOWDQHRXY UHODWLRQVKLSYVY LQ WKH PRGHO RU LI RQH

FRUUHODWLRQ ZLWK WKH UHVLGXDO RPLWWHG YDULDEOHYV

VWDJH OHDVW VTXDUH UHJUHVVLRQ 6/6 FDQ EH RQH RI WK
PHWKRG RI PRPHQWYV *00 , QVWUXPHQW YDULDEOHV DUH Y
HQGRJHQRXV YDULDEOH EXW PXVW EH XQFRUUHODWHG ZLWE¥
YDULDEOHY ,9 UHJUHVVLRQ VWUHVV WKDW IRU LQVWUXPHC
LPSRUWDQW KRZHYHU WKDW WKH VHFRQG FRQGLWLRQ IRU I
LI WKH LQVWUXPHQWY DUH RQO\ PDUJLQDOO\ UHOHYDQW RU
JXLGH WR WKH DFWXDO VDPSOLQJ GLVWULEXWLRQV RI FRQY

7KH 3ROLWLFDO ,QGLFDWRUV LQ 5'%V

7KLV VWXG\ VWUHVVHV WKH LPSDFW RI SROLWLFV RQ 5'%VY I
ZKHWKHU SROLWLFDO OHQGLQJ RFFXUUHG QHDU WKH HOHFW
HYHU\ ILYH \HDUV OLNH WKH QDWLRQDO HOHFWLRQV WKHUH
VDPH DFURVYVY DOO UHJLRQV 6RPH UHJLRQV KRVW WKHLU UH.
LQ WKH PLGGOH RI WKH \HDU DQG VRPH DW WKH HQG RI \
XQGHUVWDQGLQJ RI WKH SDWWHUQ RI ORDQV ZH VSOLW W
LQGHSHQGHQW YDULDEOH LQ WKLV VWXG\ LV WKH HOHFWLRC(
\HDU DPRQJ UHJLRQV LQ ,QGRQHVLD ZH HPSOR\ GXPP\ YDULTL
\HDUV DQG RWKHUZLVH :H XVH FXW RIl SRLQW -XQH WR |
VFKHGXOHG HOHFWLRQ \HDUV RFFXU LQ WKH WLPH EHWZHHQ

IRU WKH HOHFWLRQ \HDU DQG WKH \HD® GEINHHRQYWM WRO R ZIK
PHWKRG ZH JHQHUDWH DGGLWLRQDO WZR ZLQSBHYHQWQR G
\HDU EHIRUH WKH VFKHRENOHGWH O B DWW L\R BHR MBIHRWG RV N K\H D
WKH HOHFWLRQ \HDU 7KHVH ZLQGRZV KHOS XV WR LQGLFDW
WKH LPSDFW RI SROLWLFV VKRXOG EH PRUH LQWHQVLYH QHD
WKHUHDIWHU $QRWKHU UHDVRQ IRU WKH WKUHH GLYLVLRQ
FRQFOXVLRQ OLFFR DQG 3DQL]]D H[SODLQ WKDW LW L
EXVLQHVV F\FOH RSHUDWH LQ WDQGHP

7R JDLQ DQ LQ GHSWK XQGHUVWDQGLQJ RI WKH SKHQRPHQ
LQGLFDWRUV DV ZH VXVSHFW WKDW WKHVH LQGLFDWRUV P
5'%V )LUVWO\ ZH X[fZ<WAKH W DIDURBE®H LV XVHG WR GHWE
JRYHUQPHQW DOOLHG ZLWK WKH QDWLRQDO ZLQQLQJ SDUW\

WKH SROLWLFDO EDFNJURXQG RI WKH JRYHUQRU RI HDFK UH.
i3



WKH PLVDOORFDWHG FUHGLW GXH WR WKH DOOLHG JRYHUQP
WKH HOHFWLRQ \HDU LQ RAREHUZ2ZWEBpVWOR UL BIRZHDYDVUR

IDQQLFLQL 6 HFFRQGOY IURP DQRWKHU SHL «"4-FWIHYHUBDH (X
WRJVW WHUP HOHFWHG JRYHUQRU ZKR LV VXEVHTXHQWO\ H:
PD\RUV JRYHUQRUV SUHVLGHQWY DQG YLFH SUHVLGHQWYV
SHIDUGOHVV RI WKH VWDWXV RI DOLJQPHQW ZLWK WKH QDW
HOHFWHG JRYHUQRU LQFXPEHQW QHDU WR WKH WLPH RI
XQGHUVWDQGLQJ RI KRZ VXFK EHKDYLRXU LV FRQQHFWHG Zl1
9LVKQ\ DQG +DOOLQJ HW DO H[SODLQ WKDW SXE
LOFXPEHQW WR PDLQWDLQ WKHLU £ fee _WXIMHD® V¥R AARBYV HAKYHIE
5'%V KDYH SROLWLFLDQV DQG EXUHDXFUDWYVY RQ WKHLU ERDU
RQO\ FRQVLGHUHG WKH H[LVWHQFH RI SROLWLFLDQV RQ WKH
WKH SROLWLFDO FRQQHFWLRQV RI 5%V EHFDKADHMD KEHY KX D I B

$URFHQD DQG 20LYHURV 3DVRXU

$V WKLV VWXG\ IRFXVHV RQ WKH SROLWLFDO IDFWRUV DIIHFV
GHSHQGHQW YDULDEO Z'f D DR DHRIOYHSHG XAD SURVIVKH DVV XP S\
PRWLYH PRUH REYLRXV FORVH WR WKH HOHFWLRQ SULFH ZH
' A¥KH YDIZ'pPBC"<..DUH LPSRUWDQW YDULDEOHYV DV WKH\ Z
VHHNLQJ WKURXJK D SROLWLFDO SURFHVV 3DVRXU ,Q
SKHQRPHQRQ ZH YHULI\ ZKHWKHU WKH 5%V LQFUHDVH WKHL
PRUH GHSRVLWRUV DV WKH\ QHHG WR ILQDQFH WKHLU SROLV
"4 1701 OO0 EH DIIHFWHG 7R FRQILUP WKH SROLWLFDO OHQG
GHSHQGHQW YDULDEOH ZKLFK HQDEOHV XV WR WHVW WKH

VSUHDG LV WKH GLITHUHQFH EHWZHHQ WKH SULFH RI ORDQV

‘H ILQDOLVH WKH DQDO\VLV E\ HIDPLQLQJ ZKHWKHU WKHUH
JRYHUQPHQW WKURXJK LQMHFWLQJ D FHUWDL fesPWRRQWODIQIK
WKH ORDQV FORVH WR WKH HOHFWLRQ GDWHV RU ZKHWKHU
5'%V ZKLFK DGMXVW WKFef ... —IiBX&GWLHY KROGLQJV

7TKHUHIRUH WKH IROORZLQJ PRGHO KDV EHHQ VHW LQ RUGHL

9DULDEOH ORDQV GHIODWHG XVLQJ D UHJLRQDO *'3 GHIODWRU EDVHG I
MODULDEOH VHFXULWLHVY LV WKH VXP RI WKH SHUFHQWDJH RI SODFLC
VHFXULWLHYV LQYHVWPHQW

oi
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Z' faa /IRDQV SHU FIEQWIU R MDBADAMHL P H

"omE SULFH RROR'EHEQY SURYOMD FAHL P H

"TAT L s BULFH RI GHS®\WQL &V RRDL\E BAHL P H

feetin 7TRWDO $VVHWYV SHQ SDRNMMD RRHL B H%

Z‘f-4 g 4 /IRDQV WR OLFUR ©6PDOO DQG OHGLXP (QWHL
O@O(V 7TRWDO ORIIEQQ’ SRIIR5DRED FAHL P H

tZ2%... - ODULRZEGHRQVLVWYV RI WKUHH W\SHV RORWDWLDE

GXPP\ YDULDEOH IRU WKH VFKHGXOHG HOHFWLF
RWKHUZLNFRQGO\3YHRWLDE®¥P P\ YDULDEOH IRU R
WKH VFKHGXOHG HOHFWLR QRWIW D DX MK GLODF
RQH \HDU DIWHU WKH VFKHGXOHG HOHFWLRQ \HEL
7 =g BROLWLFDO LQGLFDWRDVRRAD GIXPRWYDUKDEQI
UHJLRQDO JRYHUQPHQW RU WZXBYVJB ® HAUMWG WRH H
QDWLRQDO ZLQQLQJ SDUW\ DW WLPH W<"D@G RV
RU D GXPP\ YDULDEOH L1 WKZD V HIH 8 QD OWXKRHY H
JRYHUQRU DW WLPH W ZKR LV JRLQJ WR EH HOHI
WKLUGO\.YDRIDBEH SURSRUWLRQ RI SROLWLFLEL
WRWDO SROLWLFLDQV VLWWLQJ DV FRPPLVVLR
FRPPLVVLRQHUV DW 5'% M
17448~ 72<55... ,QWHUDFWLRQ YDULDEOHW 6 HROHMQA F\DULDEO
4 &RQWURO YDULDEGHVMPXRK IXQGYV SODFHG DV
EDQN RWKHU EDQNV D QE. Q HSRXRNYDAFHAYL FRIWSD @
$VVHWV ... WRWDO EUDQFKHV RI HDFK 5'% SHU S
ODJJH® 1T’ UHJLRQDO *'3 SHU FDSLWET.ORVKIBDQG
SHUFHQWDJH RI WKH DFFHV.MIVKHOS WL PMRR H GWHKRHW!
KDV EHHQ GHIODWHG XVLQJ WKH *'3 GHIODWRU
ODJJHG
M LV UHJLRQDO RU SURYLQFLDO IL[HG HIIHFW X

‘H XVH DQ LPSOLFLW SULFH SULFH LQWHUHVW LQFRPH WRWDO ORDQV

4t et QWHUHVW H[SHQVHY WRWDO GHSRVLWYV

$V ZH HPSOR\ \HDUO\ GDWD WKHQ ZH VHW D FXW RIl SRLQW -XQH LQ R
HOHFWLRQ GDWH RFFXUV LQ -XQH WKHQ WKH HOHFWLRQ \HDU ZLOO E

$OLIQPHQW RFFXUV ZKHQ DW OHDVW RQH RI WKH VXSSRUWLQJ SDUWLHV
SDUWLHYV

‘H HIFOXGH¥D.UL"MAARQH RI WKH FRQWURO YDULDEOHV LQ (TXDWLRQ

7KH FRQWURO YDULDEOHV DUH OD HIHG.. ROQVH. Z\HH DW/ VB PAHH SWK D R/U VWWKDLW/L ¥ E
HIRIJHQRXV DV LPSURYHPHQW LQ LQIUDVWUXFWXUH PLJKW DIIHFW WKH C
LQIUDVWUXFWXUH LV LPSURYHG 7KLV LV EHFDXVH WR LQYHVW WKH HOHF
DUH WLPH DQG EXUHDXFUDWLF FRQVWUDLQWY LQYROYHG

oi



.| SROLWLFDO LQIOXHQFH DIIHFWV WKH OHQGLQJ RI 5'%V W
LOQGLFPRRUY "<"+—4 @HDUY WR WKH HOHFWLRQ \HDU RU LW V
GXULQJ WKH'SHMHRW DQ®KH OHQGLQJ KDV SROLWLFDO PRW!I
EX®WRW IROORZHG E\ WKH JUR, <. RXWKHE WERWHKH HO HBPWQR G
PLJKW WU\ WR DWV'"41%$ '« WRHREBSRVWWRRUYDQFH WKBKXE H W&
"t fRI WKH LQWHUHVW

‘H XVH WKH LQWHUDFWLRQ PRGHO DV WKLV PHWKRG R@®EO!
SRVBWLWK WKH RWKHU SROLVfZ< <" 4-)GF."T W RTKLIV YID/UEB ED K \
VXVSHFW WKDW WKHUH LV QR VLQJOH PDLQ PRGHO WKDW
7974 ' —PD\ EH PRGHUDWHG E\ WfZ& <" 4-KUR"""+YD:BWILDEO |
HPSKDVLVH WKH LQWHUDFWLRQ HIIHFW UDWKHU WKDQ WKH
FRQVWDQW HIIHFW RI DQ LQGHSHQGHQW YDULDEOH RQ D GHS
PRGHUDWRU YDULDEOH ,I| WKH LQWHUDFWLRQ YDULDEOH LV
FRQVWDQW HIIHFW RFFXUV VR WIRKVPDLQ HI)FHFBW G \HWHD@® L

$FFRUGLQJ WFfZRbkkH QUIHOGEIR FKHFN WKH SROLWLFDO DIILO
SURYLQFH IURP XQWLO ORUHRYHU EHIRUH D GLUHFW
SURYLQFLDO SDUOLDPHQW ZKLFK PHDQV WKDW DOO JRYHUQI
XQGHU 6 XKDUWRYVY DOOLDQFH $V 6 XKDUWR zZDV D IRUPHU I
SURYLQFHV EHIRUH HI[FOXGLQJ 'DHUDK ,VWLPHZD <RJ\
+RZHYHU DIWHU WKH LPSOHPHQWDWLRQ RI WKH GLUHFW HOF
PLOLWDU\ VHFWRU PD\ KDYH EHHQ HOHFWHG 7KHUH KDYH EH

DQG 6XVLOR %DPEDQJ <XGKR\RQR 6%< ZDV HOHFW
-RNR :LGRGR ZDV HOHFWHG LQ 7TKH QDWLRQDO ZLQQLQJ S
DQG Rl ZKLFK 6%< ZDV WKH OHDGHU DQG LQ LW ZLC

6WUXJJOH 3', 3 )XUWKHUPRUH WKHZHWRFRMWKHEF SDUWLHY

8QGHU 6 XKDUWRYV UHJLPH ZKLFK ZDV FDOOHG p2UGH %D8X§ WIDHZ*RJUDN D
)JXQFWLRQDO *URXS 3DUW\ RU *RONDU 3DUwDL '"HPRNUDVL ,QGRQHVLD
BHPEDQJXQDQ 8QLWHG 'HYHORSPHQW 3DUW\ RU 333 *RONDU ZRQ HYHU'
DQG %HFDXVH RI WKLV GHPRQVWUDWLRQV RFFXUUHG LQ GHPDQ
$IWHU KDYLQJ H[SHULHQFHG VHYHUDO SROLWLFDO FKDQJHV ,QGRQHVLD
HOHFWLRQ ,QGRQHVLD KDG SDUWLHV D GUDPDWLF LQFUHDVH FRP!
V\VWHP RI GLUHFW HOHFWLRQ ZDV LQWURGXFHG LQ WKH QXPEHU RI
HOHFWLRQV LQ DQG WKH 3DUWDL '"HPRNUDW 'HPRFUDWLF 3DUW\ 7
FRDOLWLRQV ZLWK RWKHU SDUWLHV IRU H[DPSOH *RONDU WKH 3URVSHEH
ot



3', 3 WKHUHIRUH ZH PXVW WDNH WKLV DIILOLDWLRQ LQIRUP
SDUWLHY DUH DOLJQHG ZLWK WKH ZLQQLQJ SDUW\ RU QRW

5HIDUGLQJ W «"4—/DWKDFOWNXG\ FRQVLGHUV WKH HOHFWHG J
ZHUH UH HOHFWHG IRU D VHFRQG WHUP %\ REWDLQLQJ WKL\
FRQQHFWLRQ EHWZHHQ WKH HOHFWHG OHDGHUV H[LVWV DV
SRZHU WKDW WKH\ KDYH LW LV SRVVLEOH WR GLUHFW UHVR
WR JHW HOHFWHG D VHF7T.7¢ \WHPXIVH RUKW KRR F BPULWIEFOHH UV  C
GLUHFWRUVKIQDPH¥HFDXVH ZH KDYH REVHUYHG WKDW D UHJ
ZLWK VXSHUYLVRU\ DQG DGYLVRU\ UXOHV DSSRLQWYV LWV R
ERDUG 7KHVH UHSUHVHQWDWLYHYVY PRVWO\ FRQVLVW RI EXU
WKHVH FRQGLWLRQV KDYH DOVR EHHQ FRQILUPHG E\ 1DP 1
SROLWLFDO FRQQHFWLRQV ZLWKLQ 5%V )LUVWO\ ZH JDWKF
WKH EDQNVY DQQXDO UHSRUMWM\W LVV XBEBFRIR®O\ ZH FROOHFW
HDFK SHUVRQ 7KLUGO\ ZH XVHG GDWD IURP WKH ,QGRQHVL
ZKHWKHU DQ\ RI WKH FRPPLVVLRQHUV KDG SROLWLFDO EDFI
IURP YDULRXV ZHEVLWHYVY WR FKHFN WKH LQIRUPDWLRQ REWL
QRW IRXQG LQ WKH SUHYLRXV VWHSV

&RQWURO YDULDEOHYV

7KH FRQWURO YDULDEOHV XVHG LQ WKLV VWXG\ FRYHU WKH
JHRJUDSKLFDO LQGLFDWRUV $V WKLV SDSHU XVHV UHJLR
JHRJUDSKLFDO YDULDWLRQV LV YHU\ OLNHO\ WR LQIOXHQFH
LQGLFDWRUV WR FRQWURO IRU JHRJUDSKLFDO IDF”% tJNQ)LU\
RUGHU WR FDSWXUH WKH HQYLURQPHQW RI WKH UHJLRQV DV
DQG OROQDU 6HFRQGCIZ .4 RWY.M MK IS YDDRHQ@WOBH R1 HOF

333 WKH 1DWLRQDO $ZDNHQLQJ 3DUW\ 3.% DQG WKH 1DWLRQDO 0DQG
FRDOLWLRQ SDUWLHV ZKHQ GHFLGLQJ ZKHWKHU SDUWLHV DUH DOLJQHG |
7KH *UHDW ,QGRQHVLD &RDOLWLRQ RIWHQ DEEUHYLDWHG DV .,+ LV WK

-RNR :LGRGR -XVXI .DOOD LQ WKH SUHVLGHQWLDO HOHFWLRQ 7KLV F
'HPRFUDWLF 3DUW\ +DQXUD 3DUW\ DQG 3.3 QGRQHVLD 7KH FRDOLWLR
0D\ DW '"MRHDQJ %XLOGLQJ -DNDUWD 7KH SROLWLFDO G\QDPLFV LC

WKH 8QLWHG '"HYHORSPHQW 3DUW\ MRLQHG )LQDOO\ LQ 6HSWHPEHL
MRLQHG DQG GHFODUHG LWVHOI RXW RI WKH 5HG DQG :KLWH &RDOLWLRQ
ULYDO 3UDERZR 6XELDQWR LQ WKH 3UHVLGHQWLDO HOHFWLRQ

,QGRQHVLD KDV D GXDO ERDUG V\VWHP ZKHUHE\ HDFK EDQN KDV D ERDU
RI FRPPLVVLRQHUY SHUIRUPV WKH VXSHUYLVRU\ DQG DGYLVRU\ UROHV Z
1DP 1DP

7KH LQIRUPDWLRQ RQ WKH FRPPLVVLRQHUYfY QDPHV LV DYDLODEOH IURI

ol



SURYLQFH 7KLV YDULDEOH HQDEOHV XV WR FDSWXUH WKH
GHYHORSPHQW %0 10 YRINSWVDXEWH WKH ZHOIDUH RI HDFK UHJ
QHFHVVDULO\ RIIVHW E\ WKH H[LVWHQFH RI JRRG LQIUDVWU
OHGLXP 7HUP 'HYHORSPHQW 30DQ OLQLVWUV\WIHGD ®\L R\QKDHO
30DQQLQJ 1DWLRQDO 'HYHORSPHQW GIQDYLUXF BIHLFO BIH )
DUH IRFXVHG RQ GLVDGYDQWDJHG DUHDV LQ RUGHU WR DGG!
HYHU\ UHJLRQ DV LW VWLPXODWHY HFRQRPLF DFWLYLW)\ DQC
7XVLDQWL 5RVLDQD 6ROLKDW DQG $QGUH ZKLOH *'3 S
WKH HFRQRPLF SRWHQWLDO RI WKH UHJLRQ DV WKH GHQRPL
DUH ULFK ZKHQ FRPELQHG EXW VLQFH WKH\ KDYH D ODUJH
GLYLGHG LW E\ WKH WRWDO SRS:$Z%.VHRQS XQ HDMB\GH.MR LR Q R X\K
DIIHFW WKH GHPDQG IRU ORDQV EXW KLJKHU ORDQV GR QRV
GHFLVLRQ IRU LQYHVWLQJ LQ LQIUDVWUXFWXUH GHSHQGV F
FRRSHUDWLRQ EHWZHHQ WKH UHJLRQDO JRYHUQPHQW DQG W
LV UHTXLUHG 7KLUGO\ "< H{RUV M KK IS ULFBILREQWKH VWDSOH |
SRSXODWLRQ 7KH SULFH RI ULFH LV DFWXDOO\ YHU\ LPSRL
FRPPRGLW\ LV D VWDSOH IRRG WKDW ,QGRQHVLDQV FRQVXP|I
6XPDUWR 7KH SULFH Rl ULFH GHPRQVWUDWHY LQIODWL
ODUJHVW ,QGRQHVLDQ LQIODWLRQ LQ RU DURXQG EDV
RI 6BWDWLVWLFV 8QGHUVWDQG WKH SRWHQWLDO SUREOHP P
,QGRQHVLDQ JRYHUQPHQW KDV VHW VRPH SROLFLHV 7KH
,QGRQHVLDQ $JHQF\ IRU /RIJLVWLF WULHV WR FRQWURO WK
WKH IDUPHUV GLUHFWO\ ZLWKRXW JRLQJ WKURXJK DJHQWV
LQFRPH SHRSOH GH®GR $QRWKHU DFWLRQ LV VHW D QHZ
$OOHYLDWLRQ 3URJUDP 'HOLYHU\ ZKLFK RQH RI WKH SURJUI
GLVWULEXWHG NJ RI ULFH SHU PRQWK WR BXOOLRQ EKHRX'
,PDL

ORUHRYHU LQ WQDOVFLBRIOWARRDWURO YDULDECT.. —HRYHWWHF
SURSRUWLRQ RI 5%V IXQGV WKDW LV SODFHG LQ WKH FHQV
YDULDEOH KDV EHHQ FKRVHQ LQ RUGHU WR REVHUYH WKH EI

3/LQGXQJL 3HWDQL GDUL .DUWHO %HUDV %XORJ *DQGHQJ 3ROLVL 71,” >
&RRSHUDWHYV ZLWKSMXGRBROLFH 71,@

3,338 .RPLVL 3HQJDZDV 3HUVDLQJDQ 8VDKD OHQJDNX 6HGDQJ ,QYHVW
&RPPLVVLRQ IRU WKH 6XSHUYLVLRQ Rl %XVLQHVV &RPSHWRWERRH LU REHP
&DUWHP®RDUFK

feXo]



%DQN RI ,QGRQHVLD WKDW WHQG WR SXW WKHLU PRQH\ LQ S
LQ JRYHUQPHQW ERQGV RU VWRFNV ZKLOH YDULDEOH EUDQT
EDQNV 7KH UHODWLRQVKLS EHWZHHQ UH:Z'fOROD S'BLBBA &R WX
" fWKH SULFI}:""4t% " ;é4=""fWR 1B Cf.. —"FDOHLWKHU EH SR
QHJDWLYH )ROORZLQJ WKH LGHD RI &XOO +DEHU ,PDL

EXVLQHVV F\FOH WKHQ LQFUHDVLQJ LQ 5HJLRQDO *'3 KDV ¢
FRQFHUQLQJ WKH PDQGDWH WKDW WKH 5'%V KDYH DV JRYF
UHODWLRQV”% $DEZ*‘ IZEXW® D SRVLWLYH UHODWLRQVKLS ZLWHk
20LYLD LI WKH 5'%V LPSOHPHQW WKHLU PDQGDWH DV D UHJLF
411 e «FDQ HLWKHU EH SRVLWLYH RU QH ” %N L3HR \RIUWL @ M I J®
WKDW WKH EDQNV JUDQW KLJKHU LQWHUHVW UDWHV IRU ULF
UHJLRQV OHDQZKLOH uQHJIDWLYHY VKRZV WKH RSSRVLWH
LV DOUHDG\ VHW DQG W !}" %'t GWHPL DKW EF-HHSRQGLE Q HVW KD W W
ZLWK WKH OHYHO RI IXQG GHSRVLWV LQ WKH EDQNV DQG WK
+RZHYHU Y % JHDBE®OMBUHDG VKRXOG EH UHODWHG WR WKH S
SULFH RI ORDQV 5HJDUGLQJ Y!"% IDEf+++DUWNHNRW LI YHH O RO
LQGLFDWHY WKDW WKH GHYHORSPHQW Rl WKH UHJLRQV LV W

7KH YDI!$Z%..CPLJKW KDYH D SRVLWLYH UH(Z*fBL\R QWK V& RZLMV ¥
GHYHORSPHQW LQ WKH LQIUDVWUXFWXUH VKRXOG DIIHFW F
EXVLQHVYV +DNHQHV B6FKQDEHO ZKLFK PLJKW LQ WXL
HFRQRP\ VWDUWVY WR GHYHORS DQG WKH GHPDQG IRU 060( C
E\ WKH SULFH ""<.\WiRM DRDQRZHUV DUH SURPLVHG KLJK LQW
HQGRZPHQW D SURPLVLQJ EXVLQHVV +DNHQHV 6FKQDEHC
411 «<FPQ EH HLWKHU DIIHFWHG 7KH SULFH RI GHSRVLW
FROOHFWHG E\ WKH EDQNV DV DQ HIIHFW RI HFRQRPLF GHY}
UHODWLRQVKLS EHWZiH HB@@WktHa DULDEOHYV

7KH UHODWLRQVKL"« EBI(Z* fHWQHYSHMEWHGHWR EH SRVLWLYH $
LPSDFW WKH SXUFKDVLQJ SRZHU RI WKH SHRSOH ZKLFK LQ \
IURP WKH EDQNV WR FRYHU WKHLU QHHGV DV WKH LQFUHD\
EXGIJHWHG IRU RWKHU SXUSRVHV 7KH SULF "7<LI1IWQBEHSVYKRMC
GHSRVUWN ‘«<EQ D SRVLWLYH ZD\ DV LW LQGLFDWHY LQIODWL
VKRXOG DGMXVW WKHLU LQWHUHVW UDWHYV WR FDOP GRZQ W

of



DVVHW WKH KLJKHU WKH SULFH RI ULFH PLJKW UHGXFH WKH
PRUH DQG ZLOO DXWRPDWLFDOO\ UHGXFH WKH PRQH\ WKH\ Dl
SHRSOH ZLOO ZLWKGUDZ WKHLU PRQH\ IURP WKH EDQN GXH \
PLIKW KDSSHQ LI WKH &HQWUDO %DQN LQFUHDVHV LQWHUHV)
LQIODWLRQ 7KH «f.. . —"®kIKWGCEHWRIF "« /[IXVRMVWWHKH LQIOD
EDQNV PLIKW UHGXFH WKHef..—XbQV¥eDQG VKLIW LW WR WKH

7KH YD ¢ ...—MD¢*EHHQ FKRVHQ LQ RUGHU WR REVHUYH WKH
E\ WKH &HQWUDO %DQN RI ,QGRQHVLD WKDW WHQG WR SXW
LQFRPH VXFK DV LQ JRYHUQPHQW ERQGV Fei...—RENMNO KLY
QHJDWLYH UHODWLRQVKLS ZLWK WKH GLVWULEXWLP"<.Rf ORD
7KLV LV EHFDXVH ZKHQ WKH\ LQFUHDVLQJO\ SODFH IXQGV LC
WKDW LV OHIW WR EH GLVWULEXWHG WR WKH SHRSOH EXW
ZKLFK PLJKW LQFUHDVH WKH VSUHDG RI WKH ED +f...—RXZHYH
PLJKW RU PLJKW QRW DIIHFW WKH SULFH RI GHSRVLWV ,I W
LQYHVWPHQW WKH\ PLJKW LQFUHDVH WKH OHYHO RI WKH LC
WKH\ ZLOO SODFH PRUH PRQH\ LQ VHFXULWL%... —Xd-\ B X L KWH
VLPSOH DQG QRW SDUWLEFXODUO\ FRVWO\ FRPSDUHG WR GR |
ERUURZHUV DQG HQVXUH WKDW WKH ERUURZHUV DUH DEOH V

,Q WHUPV F,"f+)UZPBHJEHFW D SRVLWLYH UHODWLRQVKLS ZLW
OLQH ZLWK LQWHUHVW LQFRPH JHQHUDWHG 7KH SULFH RI G
LQGLFDWHY WKH VFDOH RI WKH HFRQRP\ DV WKH ELJJHU W
LQFUHDVH DQG FRQVHTXHQWO\ WKH EDQNV QHHG +'"ifSiD\ PR
RI WKH EDQNV DQG WKH DVVHWV RI WKH EDQNV ZLOO EH DIIH

‘DWD

6RXUFH RI 'DWD DQG &ODVVLILFDWLRQV
7KH GDWD XVHG LQ WKLV UHVHDUFK DUH RI WZR PDLQ W\SHYV
GDWD IRU HYHU\ SURYLQFH LQ ,QGRQHVLD 7KH PDLQ VRXUFI
,QGRQHVLD %, WKH )LQDQFLDO 6HUYLFHV $XWKRULW\ 2-.
&EHQWUDO %XUHDX RI 6WDWLVWLFV , QGRQHVLD %36 LV WKH

$V WKLV VWXG\ IRFXVHV RQ SROLWLFDO IDFWRUV DIIHFWLQJ

PDLQ SROLWLFDO $ZEfZOMI" <"4—VXFK BDYHU\ SURYLQFH ZHUH
00



YDULRXV UHVRXUFHV VXFK DV IURP *HQHUDO (OHFWLRQ &RP
DQG VRPH RIILFLDO QDWLRQDO DQG ORFDO 72" 3ZSDSIHRIEW DRC
IURP WKH ILQDQFLDO UHSRUWV IRU HDFK 5'%V SHU \HDU SHU
SDQHO GDWD RI 5%V DQG FRYHULQJ PRVWO\ WKH SHULRG
DERXW SROLWLFDO VLWXDWLRQ DURXQG 5'%V

7DEOH SROLWLFDO VLWXDWLRQ DURXQG 5%V DIWHU W

(OHFWLR® <HDUWJILQ|RI<HDU RI KDY<@®DU RI KDYLQJ
IR SURYLQFHY 9LFWRU\ DOLJQPHIQW,QFXPEHQW

1DQJJURH $FHK|'DUXVVDODP
13’

%DOL

%HQJIJNXOX

'., -DNDUWD

3DSXD

-DPEL

-DZD %DUDW :HVW -DYD

-DzZD 7THQJDK &HQWUDO -DYD

-DzD 7LPXU (DVW -L

.DOLPDQWDQ %DUDW :HVW
.DOLPEL

.DOLPDQWDQ 6HODWDQ 6RXWK
.DOLPDQWDQ

.DOLPDQWDQ 7HQJDK
&HQWUDO .DOLPDQWDQ

.DOLPDQWDQ 7LPXU (DVW
.DOLPL

/IDPSXQJ

O0DOXNX

1XvD 7HQJJDUD|%DUDW :HVW
1XVD 7H(

1XVD 7HQJJDUD|7LPXU (DVW
1XVD 7H(

5LDX

‘H RQO\ DFFRXQW WKH \HDUV RI WKH LQFXPEHQWTV JRYHUQPHQW DIWH
ILUVWB75 LV REVHUYLQJ WKH EHKDYLRXU RI WKH LQFXPEHQW LQ WKHLU
WRZDUG WKHLU VHFRQG HOHFWLRQ HYHQW

00



/DEOH SROLWLFDO VLWXDWLRQ DURXQG 5'"%V DIWHU WKH

1R| 3URYLQFHYV (OHFWLRQ <HDWILQ|RIKHDU RI KDY<KDU RI KDYLQJ

9LFWRU\ DOLJQPH|QW,QFXPEHQRW
6XODZHVL 6HODWDQ BRXW /!

6 XOD

6XODZHVL 7THQJPK &HQWUDO
6XODZHVL

6XODZHVL 7THQJPDUD
6RXWKHDYV

6XODZHVL 8WDUD 1RUWK
6 XODZHVL

6XPDWHUD %DUPpW :HVW
6XPDWHUD

6XPDWHUD 6HODWDQ 6RXWIK
6 XPDWHUD

6XPDWHUD 8WDUD 1RUWK
6 XPD)

', <RJ\DNDUWD

BRXUFH *HQHUDO (OHFWLRQ &RPPLVVLRQV .38 OLQLVWU\
RIILFLDO QDWLRQDO DQG ORFDO QHZVSDSH.L

JXUWKHUPRUH GXULQJ WKH REVHUYDWLRQ SHULRG WKH QXF
EHFRPH SURYLQFHYVY >VHH WKH GHWDLOV DERXW WKH QHZ
DUH DOVR UXQQLQJ WKH GLUHFW HOHFWLRQ LQ WKHLU UHJLFR
LQ WKH RULJLQDO SURYLQFHV E\ DVVXPLQJ WKDW LPSDFW RI
LV VWURQJHU WKDQ LQ WKH QHZ. SURYIREHYV SHHIDHGO QY WKL
EXUHDXFUDWY DQG SROLWLFLDQV WKDW VDW RQ WKH 5'%V]

7KH FDQGLGDWHY ZHUH HOHFWHG LQ WKH ILUVW OWRNDE® E XRQXDWM. WXYEH
DV LW IRXQG WKH H[LVWHQFH RI VWUXFWXUHG V\VWHPDWLF DQG PDVVL
WKDW VLIQLILFDQWO\ DIITHFW WKH YRWHV RI HDFK FDQGLGDWH SDLU %H!I
7TKHUH LV XQDYDLODEOH GDWD DERXW WKH QDPHV RI 5 %VY FRPPLVVLRC

00



J)LIXUH 7TKH %DFNJURXQG RI 5%V &RPPLVVLR

$FDG

FUDWYV
SURIHVV

SROLWL

" % XUHDXT8RWMW L'FADRIVVV . RRM®HPLFLDQ

6RXUFH $XWKRUfV FRPSLODWLRQ EBMYHGDRQ (6NN LIRQ BQF
.38 OLQLVWU\ RI +RPH $IIDLUV ,QGRQHVLD DQG VRPH RI

%DVHG RQ WKH ILIXUH WKH PRVW FRPPRQ FDUHHU EDFNJL

IROORZHG E\ SROLWLFLDQV SURIHVVLRQDOV DQ
RI WKH FRPPLVVLRQHUV DUH GLIIHUHQW IURP \HDU WR \HD
FRPPLVVLRQHUV IURP \HDU XS WR EDVHG RQ WKHLU FI

J)LIXUH 7TKH %DFNJURXQG RI 5%V &RPPLVVLRQHUYV
%XUHDXFU3ROVWLFRORM VNVLEROEDGHPLFLDQ

6RXUFH 7KH ILQDQFLDO UHSRUW RI 5%V EDVHG RQ %

SHIHUULQJ WR WKH ILJXUH WKH EDFNJURXQGV RI WKH FF
SURIHVVLRQDOV PRVWO\ EDQNHUV ZLWK RQH FRPPLVVLRQH
UHJLRQV +RZHYHU D SDWWHUQ FDQ EH VHHQ LQ WKLV ILJXU
SROLWLFLDQV KDV GHFOLQHG VWHDGLO\ ZKHUHDV WKH SUR
KDYH LQFUHDVMHGIVHDGOOIAIEVY PD\ EH RFFXUULQJ DV D UHVSHF

00



2-. )LODQFLDO 6HUYLFHV $XWKRULW\ Rl ,QGRQHVLD WR LPS|
LPSOHPHQW JRRG FRUSRUDWH JRYHU@DQRR G 2RRIU B R WIKWHP DI
VWUHVVHG E\ 2-. LV LQGHSHQGHQFH ZKLFK UHIHUV WR WKH
PDQQHU ZLWKRXW DQ\ FRQIOLFW RI LQWHUHVW RU LQIOXHQF

JXUWKHUPRUH LQWHUHVWLQJO\ VRPH 5%V KDYH UHJLRQD
*RYHUQRUV YLFH *RYHUQRUV ODMRUV RU 'LVWULFW +HDGV
SROLWLFLDQV LQ WKLV SDSHU DQG DGGHG WR WKH OLVW R
VKRZQ LQ WKH SUHYLRXV WDEOHV ,Q RUGHU WR JHW FOHDU
*RYHUQRU ODMRU RU 'LVWULFW +HDGV DV FRPPLVVLRQHUYV |



/DEOH /KH %9DFNJURXQG RI WKH &RPPLVVLRQHUV LQ 5%V

5'%V IURP

lDQJJURH $FH * * * * * * * * * * * * * *

1RUWK 6 XPDWHUD * * * 9& * 9& *9& *9& * 9& * ' ' oo

‘HVW 6XPDWHUD * 9& *9& * 9& * 9& 0

5LD X * 9& * 9& * 9& * 9& *9& 9% 9* 9* Qgx 9% 9% Q9* 9% Q% Q% Q% Q% Q% Qg* Q*
_DPEL *x ! * ' *x ! * ! * ! *x ! * !

6RXWK 6XPDWHUD * * * * 9+ 9%  * *

%HQJNXOX * * * * * * 9* LI 3 9* '

/IDPSXQJ x Q¥ Q*Q9*0 * *Q9*x09*0'9*0"' 0O O O 0 o

., -DNDUWD * Q*x  x gx  *x g* * * *

:HVW _DYD * 9* * 9* * 9* * 9* * * * *

&HQWUDO -DYD * x 9% x gx  x Q¥

', <RJ\DNDUWD L * * ko w

(DVW _DYD * * * * * * * * * * * *

%DOL * * * * * * * * *

‘HVW 1XVD 7HQJJDUD I L - R - E I * ok *

(DVW 1XVD 7HQJJDUD * * * * * * * *

‘"HVW .DOLPDQWDQ x g kg% x gx (0 * Qx(Q * * ' ' .
&HQWUDO .DOLPDQWDQ 9+ 9* * * 9+ 9* 9% 9* g% 9% 9% 9* 9x 9gx '
6RXWK .DOLPDQWDQ * * * * * *

(DVW .DOLPDQWDQ *9& *0 *O0 *0 * * x ok * * ok xx w
1RUWK 6XODZHVL * * * * * * * o x O 0 0 0 0O 0O O O O
&HQWUDO 6XODZHVL x * * * * x g

BRXWK 6XODZHVL * * * * * * * ok * *

6RXWKHDVW 6XODZHVL * * * * * * *

ODOXNX * * * * * * * *

SDSXD * * * * * * * * * * *

6RXUFH $XWKRUYV FRPSLODWLRQ EBQHGIRD (® bW LR Q DR/ VIHFEB(RW W E¥8 OLQLVWU\ F
5'%VY ZHEVLWH DQG WRH*GRHDQ RWH Z294SDSIHAH JRYHUQRU O ODMRU " 'LVWU

=13
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SHIHUULQJ WR WKH WDEOH WKH SURSRUWLRQ RI UHJLRQ
ODMRUV DQG 'LVWULFW +HDGV GLIIHU LQ HDFK SURYLQFH +I
5'%V LQ DOO UHJLRQV EHIRUH WKHUH ZHUH PDQ\ UHJLRQ
5'%V EXW WKLV KDV VORZO\ GLPLQLVKHG VLQFH &RPSDUL
5'%V RQ WKH LVODQG RI -DYD KDYH QR UHJLRQDO OHDGHUYV ¢
6XPDWUD .DOLPDQWDQ DQG 6XODZHVL VWLOO KDYH UHJLRQ

([SORUDWRU\ 'DWD $QDO\VLV
7R LQYHVWLJDWH SROLWLFDO LQIOXHQFHV RQ 5'%VY OHQGLQ
LQGLFDWRUVi ZZRIfEZK¥DEHD Q@ e+ 7TRIHWKHU ZLWK WKH FRQW
H[SHFW WR ILQG VLJQLILFDQW HYLGHQFH XVLQJ WKH VWDWL
REWDLQLQJ D SULRU XQGHUVWDQGLQJ RI WKH DQDO\VLV WK
GHPRQVWUDWH WKH VWUXFWXUH Rl WKH GDWD XVHG LQ WKL

7TDEOH VKRZV WKH DJJUHJDWH GHVFULSWLYH VWDWLVWLFV
QXPEHU LQ HPFKWHMBRRQ LQ 7DEOH WKH QXPEHU RI REVHL
HVSHFLDOO\ JHRJUDSKLFDO YDULDEOHV GXH WR WKH XQDYL
GLVEXUVHG E\ 5%V YDU\ IURP SHU KHDG LQ PLOOLRQ U;

SHU SHRSOH RU DSSUR[LPDWHO\ 5S SHU KHDG |
(Dvw .DOLPDQWDQ GLVWULEXWHV WKH KLIJKHVW ORDQV SHU
DQG :HVW 6XPDWHUD ZKLOH WKH ORZHVW ORDQV DUH GLVWU

&HQWUDO 6XODZHVL ZLWK SHU FDSLWD 7TKH SHUFHQW
GLVWULEXWHG DURXQG 7KH GHYLDWLRQ LQ WKH SURSRUMW
SURSRUWLRQ LV IURP WKH WRWDO ORDQV XS WR SHJ

1RUWK 6 XPDWHUD SURYLGH WKH KLIKHVW SURSRUWLRQ RI OF
WKH ORZHVW SURSRUWLRQ LV GLVWULEXWHG E\ WKH 5'% IUR

SHIJIDUGLQJ WKH SULFH WKH DYHUDJH LQWHUHVW JDLQHG LV
DURXQG RU DURXQG GLITHUHQ RK OIRYW & U HD\UM VB HEHBB
UHVSHFWLYHO\

SDULAREARRQVLVWYV ‘R ’'YIEA®EOH

o
-



7TDEOH '"HVFULSWLYH 6WDWLVWLFV IRU WKH PDL

9DULDEOHV 1 PHDQ PLQ PDJ VG S S
7KH GHSHQGHQW YDULDEOHYV
7' ORDQ SHU FDSLWD
yARD SHUFHQWDJH RYHU WRWDO

OR
P8 LOQWHUHVW LQFRPH WRWDO

OR
Lttt LQWHUHVW H[SHQVHV WRWDO

GHSRVLW
NAEY SULFH RI ORDQV SULFH RI

GHS

f.o

7TKH SROLWLF

WRWDOV DVVHW SHU FDSLWD
DO LQGLFDWRUYV

WKH HOHFWLRQ \HDUYV

D \HDU EHIRUH WKH HOHFWLRQ
\HDU

D \HDU DIWHU WKH HOHFWLRQ
\H
VWDWXV Rl DOLJQPHQW ZLWK
WKH 1DWLRQDO *RYHUQPHQW

ILUVW  WHUP RI  WKH
LQFXF

WRWDO SROLWLFLDQV WRWDO
ERDUG P

7KH FRQWURO YDULDEOHYV

of...—

wfe
" %0
$2%...-

6XP RI WRWDO IXQGV SODFH
LQ FHQWUDO EDQNV RWKHU
EDQNYV DQG WK H
VHFXULWLF

WRWDO EUDQFKHYV

UJGS SHU FDSLWD

SHUFHQWDJH RI HOHFWULFLW\
DFF
SULFH RI ULFH 5S NJ

6RXUFH $XWKRUfV HVWLPDWLRQ

ODUL ‘c&d &  vafZ7a%stle -4 ...
OLQ PLQLPXP DPRXQW OHDQ DYHUDJH DPRXQW 6

‘e DUH GXPP\ YDUVNDWBWWO REVHUYDWLRQV O0D]|

VWDQGDUG GHYLDWL|

DV PHGLDQWYKSHUFHQWLOH $00 WKH EDQNLQJ OHYHO GDWD LV LQ PLOOLR
,Q WKLY VHFWLRQ WKH SULFH RI ULFH KDV QRW EHHQ GHIODWHG E\ WKH
IOXFWXDWH SULFH RI HDFK UHJLRQ LQ UXSLDK HYHU\ \HDU

WR VKRZ WKH

A i



/DEOH

'HVFULSWLYH 6WDWLVWLFV SHU UHJLRQ

SHU SURYLC

SURYLQFHV 6WDW RQ

SUH

SRVW

DOLJQ ILUVWB75 FRPP ORDQ ORDQBO060( SULFH

SUBGHSRVLW VSUHDG

1DQJJURRH

$FHK v
'DUXVVDDDP
%[ PH
v
1
%HQJ PH
v
1
3D¢ PH
v
1
" PH
-DNDUW
5D\D 1
-DP PH
v
1
THVW PH
v
1
&HQWUD
5 PHDOQ
v
1
(DVW PH
v
1
THVW
poLp| "HDQ
v

1

6RXUFH $XWKRUYV HVWLPDWLRQ



7TDEOH FROQWLQXHG

3URYLQFH

\ 6WDW RQ SUH

SRVW

DOLJQ ILUVWB75 FRPP ORDQ ORDQBO060(

SULFH

SUBGHSRVLW

VSUHI

6RXWK
.DOLPD@W

DQ

&HQwu DD
.DOLPDQ]

DQ

(ovw PH
.DOLPD@W

DQ

/IDPS? PH
\%
1

oDO PH
\%

1

(ovw 1x§B

7HQJJDQﬁ
:HVM/lxgH
7HQJIIDUPD
5L PH
v
1
6RXWK o~ H
GXODZHqL

6RXUFH $XWKRUYV HVWLPDWLRQ
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7TDEOH FROQWLQXHG

SURYLQFHV 6WDW RQ SUH SRVW DOLJQ ILUVWB75 FRPP ORDQ ORDQBO060( SULFH SUBGHSRVLW VSUHDG

g&HQWUDD"

6XODZH

ﬁ
6RXWKH§UW
ﬁ

6XODZH
1IRUWK
6X0OD PHDQ
\%
1
THVW
6 XPD PHDQ
\%
1
6 RXWK
6 XPD PHDQ
\%
1
IRUWK
6 XPD PHDQ
\%
1
<RJ\DV PHDQ
\%

6RXUFH $XWKRUYV HVWLPDWLRQ
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5HIJILRQDOO\ WKH 5% IURP ', <RJ\DNDUWD JHWV WKH KLJKF
IROORZHG E\ WKH 5'%V IURP 5LDX 6RXWK DQG &HQWUDO

+RZHYHU WKH 5'% IURP 1RUWK 6XODZHVL SD\V WKH KLJ
WKH 5%V IURP ', <RJ\D :HVW 6XPDWHUD DQG 6RXWKHDVW
LGHQWLILHG LQ $FHK (DVW .DOLPDQWDQ &HQWUDO 6XODZH\
KLIKHVW VSUHDG DW DURXQG IROORZHG E\ WKH 5'% IU
.DOLPDQWDQ ZLWK 6RXWK .DOLPDQWDQ ZLWK DQG ', <

7KH DVVHW SHU FDSLWD DOVR YDULHV IURP XS WR

DPRQJ RWKHU YDULDEOHYVY 5HJLRQDOO\ 7DEOH VKRZV WK

FDSLWDO FLW\ RI ,QGRQHVLD KDV DVVHWY SHU FDSLWD
ZKLFK LV DOPRVW WZHOYH WLPHV OHVV WKDQ -DNDUWD

7TKH YDWKARAKEFHECDBENGADUH GXPP\ YDULDEOHYVY 7KH SDWW
LV GLITHUHQW IRU HDFK UHKILR@RZKLD HEMWKH SLDOPLWEKBGHSURSF
VLWWLQJ DV FRPPLVVLRQHUV W VKRZV WKDW VRPH UHJLRQ
VRPH GR HYHQ DOO WKH ERDUG PHPEHU LV IXOO RI WKH SRO
5'%V LQVLGH -DYD KDYH IHZ SROLWLFLDQV VLWWLQJ DV FRP
-DYD VXFK DV WKRVH IURP &HQWUDO .DOLPDQWDQ /DPSXQJ
KLIKHVW SURSRUWLRQ RI SROLWLFLDQV DW DURXQG

&RQFHUQLQJ WKH FRQWURO YDULDEOHYV LW VKRZV WKDW RC
EDQN RWKHU EDQNV DQG VHFXULWLHV LV VRPH RI WK
VRPH SXW DOPRVW RI WKHLU IXQGV 2Q DYHUDJH WKH 5'¢
DURXQG ZKLOH 5'%V IURP :HVW 1XVD 7HQJJDUD 1RUWK |
DURXQG DQG 5'% 5LDX LQYHVWV KDOI :LWK UHJDUG WR V
5'%V KDYH EUDQFKHYVY LQ HDFK UHJLRQ 7KH JHRJUDSKLFD
DPRQJ UHJLRQV 7KH 5%V IURP ', <RJ\D &HQWUDO 6XODZHVI
PDLQ EUDQFKHY ZKLOH WKH 5%V IURP :HVW -DYD &HQWUD
EUDQFKHV LQ WKHLU UHJLRQV

5HIJDUGLQJ WKH JHRJUD&KHSHDOFIDGE WD WNR UV WRHDYHUDJH Vv
RQO\ KDYH SHU FDSLWD ZKLOH VRPH RI WKH SURYLQFHYV
UHJLRQV WKDW KDYH D ORZ OHYHO RI UJGS SHU FDSLWD DU
7THQJJDUD :HVW 1XVD 7HQJJDUD DQG 3DSXD ZLWK



KLIKHVW LV LQ '., -DNDUWD IROORZHG E\ (DVW .DOLPDQWD

$V WKLV YDULDEOH FDSWXUH KRZ ZLGHVSUHDG HOHFW!
EHWZHHQ WKH PLQLPXP DQG WKH PD[LPXP YDOXHV LV YHU\ F
HOHFWULFLW\ ZKLOH (DVW 1XVD 7HQJJDUD RQO\ KDV DFFF
WKH SULFHV RI WKH PDLQ IRRG LW VKRZV WKDW WKH SULFH
HIDPLQLQJ WKH UHJLRQDO GDWD WKH KLJKHVW SULFH Rl ULF
7KH SULFH LQ WKRVH UHJLRQV LV DURXQG 5S XS WR 58S
LQ 6RXWK 6 XPDWHUD &HQWUDO 6XODZHVL DQG DOO UHJLRQ

7KH OHYHO RI WKH SRSXODWLRQ LV DOVR LPSRUWDQW LQ WR
WKLV VWXG\ DUH EDVHG RQ SHQ'FDSHWDF BB DW RSB GRS LK
([DPLQLQJ WKH SRSXODWLRQ ILIXUH LW VKRZV WKDW WKH

VWDUWHG IURP :HVW -DYD ZLWK PLOOLRQ SHRSOH FRQWLQ
-DYD ZLWK PLOOLRQ 7KHVH PLJKW DIIHFW WKH UHJLRQD(
OHDGV WR KDL IRUVIPDWOOD QFH :H%WSBYIFRBNVWD ZKBEFK HYH
RI (DVW DQG :HVW 1XVD 7HQJJDUD IURP (DVWHUQ ,QGRQHVLI
,Q FRQWUDVW FRPSDUHG ZLWK WKH LQIUDVWUXFWXUH WKDV
DOPRVW DFFHVV IRU WKH HOHFWULFLW\ ZKLOH (DVW 1XVD
‘HVW 1XVD 7HQJJDUD ZLWK

&RQQHFWLQJ WKH EHKDYLRXU RI 5'%V ZLWK WKH JHRJUDSKLT
WHQG WR SURYLGH PRUH ORDQV )RU LQVWEFGPN UH RDNFRWYE
FXOWXUH DQG SROLWLFV LQ ,QGRQHVLD LW KDV WKH KLJKHV
LQ OLQH ZLWK WKLV WKH\ DOVR SURYLGH VWZKH GH MK N VO RRD
DUH GLVWULEXWHG E\ WKH 5'%V I[URP /DPSXQJ ZLWK DQG
(DVW .DOLPDQWDQ %DOL :HVW 6XPDWFK L BDI®G VD2 WK H E X
UHVRXUFHV DQG WKH\ KDYH WKH KLJKHVW *'3 ILIJXUHV LQ ,C
.DOLPDQWDQ KDV H[WHQVLYH FRDO UHVRXUFHV %DOL LV UL
LV YHU\ IDPRXV LQ WKH WRXULVP VHFWRU :HVW 6XPDWHUD
PDQJDQHVH JROG OLPHVWRQH FHPHQW RLO SDOP FRFRD
VWURQJ HEFRQRP\ ZLWK ODUJH RLO UHVHUYHV... DKHVW S B R/ZWH)
PRVW RI 5LDX DQG PRVW RI WKH UHJLRQV LQ WKH .DOLPDQW
5LDX DQG (DVW DQG &HQWUDO .DOLPDQWDQ SD\ ORZHU LQW
WKHLU VSUHDG
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7KH ORZHVW YDOXHV Rl UHJLRQDO *'3 EHORQJ WR WKH UHJLR
7HQJJDUD DQG 3DSXD WKHVH UHJLRQV DUH LQ (DVW ,QGRQH
ORZ UDLQIDOO $ ORZ LQIUDVWUXFWXUH LQYHVWPHQW LV DC
+RZHYHU ZH FRXOG QRW ILQG D FOHDU SDWWHUQ LQ WKHVH
FKDUJHG 7KLV PLJKW UHODWH WR WKH 5'%V] GXW\ WR SURP|
QHHG WR HQFRXUDJH WKHLU ORFDO HFRQRPLHV E\ SURYLGLC
WKH SULFHV WKDW WKH SULYDWH EDQNV RIIHU

TR LPSURYH RXU XQGHUVWDQGLQJ RI WKH WRSLF SROLWLF
IROORZLQJ JUDSK ZKLFK GHWDLOV WKH ORDQV GLVWULEXW
FRPSDULVRQ RI ORDQV LQ WKH SUH HOHFWLRQ \HDU ZLWK Wtk

J)LIXUH 7KH SDWWHUQV RI ORDQV GLVEXUVHG E\ 5%V S
SRVW HOHFWLRQ \HDU

SUHR@ SRVW
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6RXUFH $XWKRUTV RZQ EDVHG RQ 5'%VT ILQDQ|
JLIXUH VKRZV WKDW LQ JHQHUDO ORDQV GLVWULEXWLROQ)

DFURVV WKH UHJLRQV VHHP WR EH KLJKHU WKDQ GXULQJ WKI
ILIXUH VKRZV WKDW WKH 5'% IURP (DVW .DOLPDQWDQ GLVWL
HOHFWLRQ \HDU ZKLFK LV DURXQG RU 58S SHU SH
HOHFWLRQ \HDU DQG SRVW HOHFWLRQ \HDU $ VLPLODU SDW
‘., ~-DNDUWD 6RXWK .DOLPDQWDQ &HQWUDO .DOLPDQWDQ ¢
1RUWK 6XPDWHUD 5%V IURP $FHK :HVW .DOLPDQWDQ 6RXW
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WR SURYLGH PRUH ORDQV LQ HOHFWLRQ \HDUV WKDQ LQ DQ
UHVXOWYV IRU WKH WKUHH W\SHV RI HOHFWLRQ SHULRGV +R
VKRZLQJ LQGLIIHUHQFH ILIJXUHV RYHU WKRVH WKUHH WLPH ¢
IROORZLQJ JUDSK VKRZV WKH SDWWHUQ IRU HDFK SURYLQFH

JLIXUH 7KH SDWWHUQV RI ORDQV WR 060(V GLVEXUVHG
HOHFWLRQ \HDU YV SRVW HOHFWLRQ \HDU
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6RXUFH $XWKRUTV RZQ EDVHG RQ 5'%VY ILQDQI

$V LQ )LIXUH J)LIXUH DOVR VKRZV WKDW WKH GLVWULE
HOHFWLRQ DQG HOHFWLRQ \HDUV +RZHYHU WKH 5'% IURP (D
WKH SUH HOHFWLRQ \HDU VKRZV D GLIIHUHQW SDWWHUQ RI
GLVWULEXWHG DIWHU WKH HOHFWLRQ LV HYHQ KLJKHU WKD(
WKRXJK WKLV DSSHDUV WR EH TXLWH LQVLJQLILFDQW $ SH
6XODZHVL DQG 6RXWKHDVW 6XODZHVL DV WKH 060( ORDQV I
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J)LIXUH 7TKH SDWWHUQV RI WKH 5"%VY SULFH RI ORDQV
SRVW HOHFWLRQ \HDU

" RQ SUHSRVW
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BRXUFH $XWKRUfV RZQ EDVHG RQ 5'%VY ILQDQ!

KHQ ORRNLQJ DW WKH SULFH RI ORDQV DJDLQ LW VKRZV WK
KLIKHVW ORDQV FORVH WR WKH HOHFWLRQ \HDUV LW RIIHUI
ZLWK DQG WKLV ZzDV PDGH HYHQ ORZHU E\ DURXQG DQ
6RPH VLIQLILFDQW GLIIHUHQFHYVY ZHUH DOVR VHHQ LQ 5'%)
.DOLPDQWDQ 6RXWKHDVW 6XODZHVL 6RXWK 6XPDWHUD DQG
""fDQG FORVH WR WKH HOHFWLRQ \HDUV LV VLIJQLILFDQWO\ (
ZKLOH RWKHU 5%V DOVR VKRZ VLPLODU SDWWHUQV EXW QR\
IURP $FHK 3DSXD DQG -DPEL VKRZ D GLIIHUHQW SDWWHUQ D
WDNHV SODFH

$ERXW WKH SULFH RI GHSRVLWY LW VHHPV XQFOHDUV DV Z
WKH SULFH LV KLJKHU QHDU WR WKH HOHFWLRQ \HDUV +RZ
-DPEL &HQWUDO -DYD &HQWUDO .DOLPDQWDQ :HVW 6XPDWF
D KLJKHU LQWHUHVW UDWHV WR WKH GHSRVLWRUV FORVH WR
HYHQ WKH 5'% IURP %HQJNXOX JLYHV D PXFK ORZHU SULFH G
WKDQ WKH SHULRG DIWHU WKH HOHFWLRQ WDNHV SODFH

ofi



J)LIXUH 7TKH SDWWHUQ RI WKH 5"%VY SULFH RI GHSRVLWYV
SRVW HOHFWLRQ \HDU
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6RXUFH $XWKRUTV RZQ EDVHG RQ 5%V ILQDQI

7KH FRPELQDWLRQ RI WKH GDWD LQ )LIJXUHV DAHGGR QRIWX
VKRZ WKH QDPHV RI WKH SURYLQFHVY 5%V DV WKLV FRYHUHC
ZLWK UHIHUHQFH WR WKH SUHYLRXV UHVXOWYVY 5%V WKDW |
\HDUV H[SHULHQFHG D ORZ LOQOWHUHVW VSUHDG IRU LQVWDQI
HWF 7KH 5%V IURP %DOL (DVW 1XVD 7HQJJDUD 6RXWKHDV!'
H[SHULHQFHG D QHJDWLYH VSUHDG $OWKRXJK D SHFXOLDU
QR DV WKH QHIJDWLYH VSUHDG KDSSHQHG SRVW HOHFWLR(

SHIJIDUGLQJ WKH GDWD IRU YDULDEOH DVVHWYV >VHH ILJXUH
H[SHFW WR VHH WKDW DVVHWY PLIJKW LQFUHDVH FORVH WR V
5%V H[SHULHQFHG WKLV WUHQG VXFK DV LQ :HVW -DYD DQG
TXLWH DQ LQVLIQLILFDQW GLIITHUHQFH :KLOH RQO\ WKH 5'%
SHU FDSLWD ZHUH TXLWH KLJK GXULQJ WKH SUH HOHFWLRC
SHU FDSLWD DQG WKH\ ZHUH UHGXFHG LQ WKH SRVW HOHFW

7KH UHODWLRQVKLS EHWZHHQ WKH HOHFWLRQ \HDUV DQG YD
\HDUV VRPH 5%V UHGXFHG WKHLU LQYHVWPHQWY LQ FHQW

$V ZH GHILQH VSUHDG SULFH RI ORDQV = SULFH RI GHSRVLWYV
ol



WKRVH IURP -DPEL 6RXWK .DOLPDQWDQ DQG :HVW 1XVD 7HQ
WKH SURSRUWLRQ RI LQYHVWPHQWY LQ WKH SUH HOHFWLRQ
WKH HOHFWLRQ \HDUV >VHH ILJXUH @

J)LIXUH 7TKH SDWWHUQ RI LQWHUHVW VSUHDG RI WKH 5'%
SRVW HOHFWLRQ \HDU

BER@ SUHSRVW

6RXUFH $XWKRUYV RZQ EDVHG RQ 5'%VY ILQDQF

7KH IROORZLQJ DUH WKH QDPHV RI WKH SURYLQFHYV $FHK %DOL (

-DYD &HQWUDO -DYD (DVW -DYD "HVW .DOLPDQWDAQ 6 RXWK
.DOLPDQWDQ IDPSXQJ ODOXNX (DVW 1XVD 7HQJJDUD THVW 17
&HQWUDO 6XODZHVL 6RXWKHDVW 6XODZHVL IRUWK 6XODZHVL

6XPDWHUD :H GR QRW SXW WKH ILIXUHV IRU WKH 5'% IURP ', <RJ\DNDUWI
HOHFWLRQ
b



J)LIXUH 7KH SDWWHUQV RI WKH DVVHWYVY SHU FDSLWD RI
\HDU YV SRVW HOHFWLRQ \HDU

BER@SUHSRVW

(0 T

‘ ul 1w ! M

PO TTRDRD—AST T T IS SO0 TN QLYY LY
& Q’VZ@\;@&@*&\» SIS ST E F T S EEEE I
VS AT AT DGO TP BN TN T o
G T TN ITS T VTG S SSSS
° & & <o@, I @y D RO 12 el
& Ve N ST ST S &
SR S S O & & O T
%6"% RPN °
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HOHFWLRQ \HDU YV SRVW HOHFWLRQ \HDU
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6RXUFH $XWKRUYV RZQ EDVHG RQ 5%V ILQDQ!
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