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REy NO€BySNE 7KLV DUWLFOH ZLODOHNSHDGR UH W
SULQFLSOHV IRU WKH VRXQG PD

2YHU WKH SDVW GHFDGH UDSW&LUG SDUW\ ULVN SXEOLVKHG

GLILWDOLVDWLRQ FORXG DGRSWR®Q HIISDRWFKKRZ WKHVH FR

SDUWQHUVKLSY DQG VSHFLDOILRSIBBFWHE.YEBRNV

SURYLGKHDUMH PDGH WKLUG SDUW\ VHUYLFH

SURYLGHUV LQWHJUDO WR EDQNERS BRNEDWLRQV

7KHVH UHODWLRQVKLSY HQDEOH LQQRYDWLR

EXW DOVR LRWHRBWERQDO F\ERHFREGHUQLVH JOREDO HISHFWE

FRQFHQWUDWLRQ DQG WKW PRRVUIR G F P LW ANFQRQ
JR ZHOO EH\RQG WUDGLWLRQOERX¥WVEXFR Ju%%06 LVVXHG D
(DUOLHU JXLGDQFH VXFK DV WRRHY R-(?eLE()j LQELSOHV IRU W

JRUXP 2XWVRXUFLQJ SDSHU D

QDUURZ IRU WRGD\ V LOWHUFRQQHFWH
TRE FRQV

FKDLQWRXY RXWVRXUFLQJ WKL

UHODWLRQVKLSYDWD SURYLGHUYV

VRIWZDUH sODWIRUPV FORXGVHUNPERYVK P/ HOREDO KLJIK O
JURZQ LQ LPSRUWDQFH UHJXxobDWREV YN FRYHULQJ DOO IRL

VKLIWHG WRZDUG EURDGHU oLIYAFSH EDYWECHSHQGHQRY Q

VXSHUYLVRU\ PRGHOV RXWVRXUFLQJ
e 3URYLGH D FRPPRQ EDVHOLQF

6XSHUYLVRUV KDYH WKHUHIRUH Q&P PAWPE R DFURVV MXULVGL

EURDGHU OLIHF\FOH EDVHG HIsHEWYW L RG@ DS H LV WHFKQR

WKH 8. WKB@635% ¥XWVRXUFLQJ PJQRVWLF DOORZLQJ IOH[LEL

DQG 7KLUG 3DUW\ 5LVN 0DQDJHPHUOW QRORILHV HYROYH
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HPSKDVLARMMHUQDQFH PDWHULDORRRXUDIH VXSHUYLVRUY DOL.
SURSRUWLRQEILGVWR HOG ZKLOH HQDEOLQJ MXULVGLFW

RYHUVLUKMFRIQLVLQJ WKDW W D \

ULVN LV D FRUH HOHPHQW RI %ﬁf@ﬁ@é@@m\'E
UHVLOLFHIPHFWLQJ WKLV LOQFYHRVHROVXOWDWLRQ LQYROYHG
VFEFUXWLQ\ WKH %DVHO &RPPLWWHIURRW SDUWLFEISQDBPDIREG
%DQNLQJ 6XSHUYLVLRQ %&%6HEQGHUILFHVY *RRJOH OLFURVR
ODXQFKHG D FRQVXOWDWLRQ BQpWKERFUL QRIUREDHDU (XURQ!
IRU WKH VRXQG PDQDJHPHQW BJpWKLRG_HMHV\QDWLRQDO 6HW
ULVN LQ LWV UROH DV DQ LQWHUQDBWILRRDBPLQJ VWURQJI LQGX)

VWDQGDUG VHWWHU IRU EDQNJQPRUBDINIARWLIRLRDW PRGHUQ W/
DQG VXSHUYLVLRQ UHTXLUHY JOREDOO\ FRQVLVWH¢
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« INnNp G hl$EGH: p e 3ULQFLSOH 5LVN $VVHVVPF

%DQNV PXVW FRQGXFW FRPSL

7KH %&%6 SURSRVHG  KLJK OHYH:5 RQJRLQJ ULVN DVVHVVPF

SULQFLSOHV VWUXFWXUHG LQ WARWHRBX8Y LOWR DQG WKURX
IRYHJURYH SDUW\ DUUDQJHPHQWYV 7KLV

DVVHVVLQJ FULWLFDOLW\ VX
SULQFLSOH "XLGDQFH IRU BR{MVVHQVLWLYLW\ FRQFHQ

RQ JRYHUQDQFH ULVN DVVHVY)RHEQN0 GXPHOW ZLWK WKH E
GLOLJHQFH FRQWUDFWLQJ R@ERRWE W

RQJIRLQJ PRQLWRULQJ EXVLQHMYQFLSOH "X H %0 QNVO F H
FRQWLQXLW\ DQG H[LW VWUDWKRX0G SHUIRUP SURSRUWLR
SULQFLSOH *XLGDQFH IRUs L OLJHQFH RQ SURVSHFWLYH

VXSHUYLRQUWDOXDWLQJ EDQNMMR DVVHVV WKHLU RSHUDWLR

SUDFWLFHV LGHQWLNLQJI VAIVWIHFFLDO VRXQGQHVV ULVN

FRQFHQWUDWLRQ ULVNV DQGHRYWIHPRIW UHVLOLHQFH F
FURVV ERUGHU FRRSHUDWLRQSRYWXUH DQG DELOLW\ WR PI

RZQ VXSSO\ FKDLQV QWK SDL

6HW RXW EHORZ LV D VXPPDU\ REHDEFK BbH &R @ ©/Q ERAL UGS
WKH  SULQFLSOHV DQG WKHLU §HYW\ DUUDQJIJHPHQWY VKRXC

UHTXLUHPHQWYV JRYHUQHG E\ FOHDU OHJDOO

FRQWUDFWV &RQWUDFWYV PX
BULQFLSOH %RDUG $SFFRXQWYRBHYLWHVSRQVLELOLWLHYV

7KH ERDUG LV XOWLPDWHO\ URWSRRF-EOY DXGLW DQG DFF
IRU RYHUVLJKW RI DOO WKLUGLépLJélVAQW UHSRUWLQJ EXVL
DUUDQJHPHQWV —-W PXVW DSSHEMLBXLW\ REOLIDWLRQV ¢
FOHDU WKLUG SDUW\ VWUDWHRYBALIRHS W&HG H[LW SURYLV
WKH EDQN V ULVN DSSHWLWH BQ&ERWROHIEPPRIAFULWLFDO VI

IRU GLVUXSWLRQ e 3ULQFLSOH 2 Q EARDQUNGL Q J
BULQFLSOH 6HQLRU ODQDJHPHERIMWNS G DOORFDWH VXIILELHC

(HEXWLRHQLRU PDQDJHPHQW H¥YvXUH VPRRWK RQERDUGLQ.
UHVSRQVLEOH IRU LPSOHPHQWELAQY MK JHOFH ILQGLOJIV XS
WKLUG SDUW\ ULVN PDQDJIHPHOM W\ UHJLVWHUY DQG PDS
IUDPHZRUN 7350) HQVXULQJGHSHQGHQFLHV

SROLFLHV FRQWUROV UHSRUWM}IQJFPOEH 2Q0JRLOJ ORQLV
HVFDODWLRQ PHFKDQLVPV RSHWHRHNY pxvw FROWLQXRXVO\
HITHFWLYHO\ DFURVV WKH WKLiE §BUM\UW\ SHUIRUPDOFH

OLIHF\FOH DQG FULWLFDOLW\ LQFOXGLC
DIIHFWLQJ WKH WKLUG SDUW\
FKDLQ —-VVXHV VKRXOG EH H\
UHSRUWHG WR VHQLRU PDQD.
DGGUHVVHG SURPSWO\
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3ULQFLSOH  %XVLOHVV &R®VEUQREWS OH &URVV %RUGH
ODQDJHPH@WQNY PXVW LQWHJBDRWY 6HFWRU &RRUGLQDWL
WKLUG SDUW\ GHSHQGHQFLHV 6 Q8MR WKLY VKRXOG SURPR
EXVLQHVYV FRQWLOXLW\ DOG GERBUWHYDWLRQ DQOG LQIRUPE
UHFRYHU\ SODQQLQJ 7KLV LOPGEXNB®NV MXULVGLFWLRQV DQC
WHVWLQJ VFHROYULGRY WRLUG SPRWLWRU DQG PDQDJH V\VWH
GLVUXSWLRQ HQVXULQJ DOLJGRNE® ZLWHLWLFDO WKLUG S
WKH EDQN V WROHUDQFH IRU GIMN SMURQRSHUDWLQJ JORE
DQG YDOLGDWLQJ WKLUG SDUW\ VHUYLFH

SURYLGHUV 7363V RzQ FREWLY X EBwv\P

FDSDELOLWLHYV e SGRSWLRQ RI D IXOO OLIHF\F
3ULQFLSOH THUPLQDWLRQ BRE Wik spuw\ ULVN PDQD

HDQNV VKRXOG PDLQWDLQ CRERRROWHF ro RI FULWLFDOLY
DQG WHVWHG H[LW SODQV |RU§C§C¥V|§R FHOWUDWLRO ULVNV
SODQQHG DQG XQSODQQHG WHURLRPWERR s 1urP Qwk st
RI WKLUG SDUW\ DUUDQJIHPHQWN VI, SURYLGHU WKDW LV
VWUDWHJILHV PXVW HQVXUH FRQW WXV VR I Hysis B ol GHD o

FULWLFDO VHUYLFHV GDWD SR/L)J(\éIQS,IQbW\DFURVV WKH ZLG
NQRZOHGJH WUDQVIHU DQG PL|_Q|%_|J_)3|I_D(9

GLVUXSWLRQ e SHLQIRUFHPHQW RI UREXVW .

3ULQFLSOH 6XSHUYLVRU\ roHDpU ERDUG DFFRXQWDELO
$VVHVVPHEWHUYLVRUV VKRXOG jRSRUWLRODWH ULVN DOLJ:

WUHDW WKLUG SDUW\ ULVN PDQDJHPHQW DV

D FRUH SDUW RI WKHLU RQJRERQZ h|$EGH: p

DVVHWWRNY Rl EDQNV HYDOXDWLQJ

JRYHUQDQFHH BRIHWWURDYV DPXEOLVKHG RQ '"HFHPEHU

LQWHJUDWLRQ ZLWK RSHUD W R D GEL(FFLSOHV IRU WKH 6R
UHVLOLHQFH IUDPHZRUNYV ODQDJHPHQW RI1 7KLUG 3DUW\ 5

3ULQFLSOH 6\VWHPLF UHSODFHG HDUOLHU RXWVRXUF

&RQFHQWUDWIBRSHWYNVYRUYV H J -RLQW )RUXP )UDPHZRL
VKRXOG DQDO\VH LQIRUPDWEPREHHQURWRPSUHKHQVLYH DQG
EDQNV WR LGHQWLI\ V\VWHPRFERMWMN IUDPHZRUN

DULVLQJ IURP FRQFHQWUDWLRQ LQ FULWLFDO

WKLUG SDUW\ SURYLGHUV SDUWLFXODUO\

ZKHUH VXEVWLWXWDELOLW\ LV OLPLWHG
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:KDW WKH )LQDO 7ZHOYH 3ULQ# LS@HINVUHU IRFXV RQ WHFKQRO
$FKLHYH DIQRVWLF DQG ULVN EDVHG

(VWDEOLVKHY D FRPPRQ JOREDOSOLFDWILR® WKH FRQVXOW
EDVHOLQH FRYHULQJ DOO IRUPYD RH MK LVYIGIQDOOHG IOH[LEL
SDUW\ UHODWLRQVKLSV EH\R QS MWULLGIOMVREOPWH H[SOLFLWHC
RXWVRXUFLQJ WKH IUDPHZRUN LV WHFKQRO|
ODQGDWHVY D OLIHF\FOH DSSUPIDFKLAWHQGHG WR UHPDLQ U
ZKLFK EDQNV PDQDJH ULVN DFWRFKQRORJLHVY HYROYH 7KH
HYHU\ VWDJH Rl WKH UHODWLRGVRLBUFHY WKDW UHTXLUHP
VHOHFWLRQ RQERDUGLQJ FRM@WUDFOLIHBI EDVHG RQ ULVN
PRQLWRULQJ VWUHVV WHVWLGULDMG BIQLW\ UDWKHU WKDQ
+LJKOLJKWY NH\ RSHUDWLRQDWHFKQRORJ\ RU GHOLYHU\ PR
YXOQHUDELOLWLHY VXFK DV FR®XEQWY HYDEQHG VHUYLFH
ULVN GHHSHU VXSSO\ FKDLQ IGWK WD SWRRI WKH IUDPHZRU
GHSHQGHQFLHV DQG SRWHQWAKIUSHWMIWBIPWEFXODWLRQ RI
LPSDFWV SURSRUWLRQDOLW\ DDKGHFULYV
5HLQIRUFHY ERDUG OHYHO DFFIRXIMWSEBLQEWSOHY VKDUSHQ
IRU WKLUG SDUW\ RSHUDWLRQ®UWRERVWLRODFH. W\ VKRXOG F
RXWFRPHYV SUDFWLFH GLVWLQJXLVKLQJ
(TXLSV VXSHUYLVRUV ZLWK JXH [SOIOQFHWRY EHWZHHQ
DVVHVVLQJ EDQNV IUDPHZRUNV\DBQGDUG WKLUG SDUW\ V
HQKDQFLQJ FURVV MXULVGLFWLBQRYOGEHU 7363
FRRUGLQDWLRQ RQ FRPPRQ WKLDGUIIQUWPHQWV>&& @ >0& |
H[SRVXUHYV o KLJKHU ULVN DUUDQJHPHQ\
o FULWLFDO WKLUG SDUW\ Vt

c>8 @ pINBy UxUU SURYLGHU 7363 DUUDQJHF
| NEp€:y@yNE yNy  UxUU ZKLFK DWWUDFW HQKDQFHC
ET hl E6: D HISHFWDWLRQV

7KH ILQDO GRFXPHQW ODUJHOXKHHWVDOQQYXGWDKMH-RQ UHIHUHQFF
VWUXFWXUH DQG LQWHQW RI WKRSRUWLRQDOLW\ WKURXJKRX
FRQVXOWDWLRQ EXW LOQWURGXFHGEP HRIRBWRQMWMEHY PRUH H[S
FODVVLILFDWLRQV UHILQHPHQ@MWMNGDQ&EHWDRQ DHHBELQI KHLIKW
HQKDQFHPHQWY UHIOHFWLQJ ERWURGKXWYRW RQO\ WR FULWL
IHHGEDFN DQG VXSHUYLVRU\ SO\VRRIMWRLAVUDQJIJHPHQWY WKDW

LQFUHDVH EDQN OHYHO FRQFHQ
HYHQ LI LQGLYLGXDO VHUYLFHV
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e BWUHQIJWKHQHG H[SHFWDWLRGHWIRQHG DSSURDFK WR QWK S
FRQFHQWUDWLRQ DQG YQVWHPULFSSIOANFKDLQ@KH. FRQVXODWL
UHVSRQVH WR FRQVXOWDWLRQQWHRBXFMG WKH FRQFHSW F
WKH ILQDO SULQFLSOHV VWUHEXW KHKH ILQDO SULQFLSOHV
H[SHFWDWLR @D QN RXQYGH O o QDUURZLQJ WKH GIHHN. QLWL
FROQFHQWUDWRRQ® SURNLGH QWK SDUMR.MAMKRVH HVVHQW
FOHDUHU JXLGDQFH RQ KRZ EDQWYH GHOLYHU\ RI FULWLFD
VKRXOG DVVHVV GHSHQGHQFLHVDmMRURVV
SURYLGHUV UHJLRQV DQG VXSSOOBKDLQYJ ZKHQ EDQNV VK
7KH VXSHUYLVRU\ UROH LQ PRQLWHRIXLQ@H WKLUG SDUW\ VHL
VIVWHPLF FRQFHQWINMDWORRKR ULVEURYLGHUV 7363V WR FDV
PRUH FOHDUO\ GLVWLQJXLVKHG FRRORVUDFWXDO REOLJDWLR
EDQNV RZQ UHVSRQVLELOLWLHWQFLGHQW UHSRUWLQJ WR
UHLQIRUFLQJ D FRRUGLQDWHG BSDRWWL HV
MXULVGLFWLRQDO DSSURDFK

7KLV LQWURGXFHV JUHDWHU SU

e ORUH H[SOLFLW UHTXLUHPHOQWRLIRWLPSRVLQJ EODQNHW VX
UHJLVWHUV DQG GHSHQGHQREOLJDWLRQV ZKHUH ULVN GRH
PDSSLQKLOH WKLUG SDUW\ WKBIPVWHUYV
ZHUH DOUHDG\ LQFOXGHG LQ WKH
FRQVXOWDWLRQ WKH ILQDOeS&QRBUSOHWXSHUYLVRU\ UROH
SURYLGH PRUH GHWDLO RQ JUHDWHU LQWHUQDWLRQDO F
o WKHLQLPXP LQIRUPDWLRQ 7KH ILQDO SULQFLSOHV VWUH

H[SHFWHG LQ WKLUG SDUW\DWHWLYA¥XBIDWLRQ Rl VXSHUYLV
SURYLGHUD®D3I®NH\ QWK SDUWAVSRQVLELOLWLHY XQGHU S
UHJLVWHUV HJ VXEVWLWXDESDUWLFXODUO\ DURXQG

VHUYLFH GDWD ORFDWLRQVo RURWKIEBHMGHU FRRSHUDWL

DYDLODEOH DQG o LQIRUPDWLRQ VKDULQJ RQ
o WKH XVH RI UHJLVWHUV IRU WKLUG SDUW\ VHUYLFH SUF
GHSHQGHQF\ PDSSLQJ DQG 7363V DQG

FRQFHQWUDWLRQ DQDO\VLVo PRQLWRULQJ VI\VWHPLF H[S

7KLV UHIOHFWV VXSHUYLVRU\ TKHG BHEN RKBWY WKH %DVHO &

LOQYHQWRULHY VKRXOG EH GHRBEMRRWIHLQRERERQ QYHJIXODWRU\

QRW PHUHO\ FRPSOLDQFH DUWHRIQ¥FWW BQB\ VLIQDOV UHGXFH !
IUDJPHQWDWLRQ DFURVYVY MXULV
FRPSDUHG ZLWK WKH FRQVXOWI
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7KH "HFEEH U SULQFLSOHV GRKQRW8. 5HIXODWRUV :LOO )REX
UHSUHVHQW D FKDQJH LQ GLUHFWLRQ IURP WKH
FRQVXOWDWLRQ WQUYRWHHDES. VEMINY VKRXOG DQWLFLSDWH
FODULI\ DQG RSHUWMHRQDOLVHXSHUYLVRU\ VEUXWLQ\ RI
IUDPHZRUN DGGUHVVLQJ FRQFHUQV DURXQG
SURSRUWLRQDOLW\ IHDVLELORWFBRGDF\ DQG FRPSOHWHQHYV
IXWXUHSURRILQJ ZKLOH VWUHQJSMKHQLRQYHQWRULHY DQG UH
JOREDO FRQVLVWHQF\ DQG VXSHIDM/XBUW\ Rl VXSSO\ FKDLQ P

FRRUGLQDWLRQ FULWLFDO WHFKQRORJ\ DQG |
B e &RQWUDFWXDO DGHTXDF\ UHJ
A @yUN py $B & N vy VXSHUYLVRU\ DFFHVV DXGLW
OZETSE p GYN SRUWDELOLW\

e 'HSWK DQG IUHTXHQF\ RI %&3
7KH %DVHO SULQFLSOHV FRPSOHPHWOWLRQZLWEK PDMRU WKLUC
VRPHUBDVY H[WHQG WKH 35%$66 SURYLGHUV 7363V

HISHFWDWLRQV e $SELOLW\ WR RSHUDWH WKURX
NH\ WKLUG SDUW\ VHUYLFH S|
SHLQIRUFHG ([SHFWDWLRQV 7363V

e 6WURQJHU ERDUG DFFRXQWDELOLW\ DQG
JRYHUQDQFH RI WKLUG SDUWRHBED/ON\ 56HIXODWRU\ &RQVLVWH
e 'HPRQVWUDEOH OLIHF\FOH PDQDJHPHQW
LQFOXGLQJ HYLGHQFH RI UL RRUH DLP RI WKH %DVHO &RPF
DVVHVVPHQW GXH GLOLJHQFRIUBIQSSXUSRVHV LV JOREDO UHJ
RQJRLQJ PRQLWRULQJ FRQYHUJHQFH %DQNV VKRXOG '
e ORUH UREXVW FRQWUDFWYV HI[BYKFWFBUMMWHU DOLJQPHQW D
DXGLW DQG GDWD SURYLVLR®%® )6% DQG RWKHU DXWKRULW
e _ QFUHDVHG HPSKDVLV RQ WWKH QHHG IRU PXOWLSOH MXUL
VXEVWLWXWDELOLW\ RI FULWIDAPDHZ RBINY LFHV

([ISDQGHG RU (OHYDWHG ([SH F WIEEDLERINE
e '"HHSHU FRQFHQWUDWLRQ ULVN DQDO\VLV DW

EDQN OHYHO DQG VHFWRU OHfVH§DVHO SULQFLSOHV PRGHU
e +HLJKWHQHG VFUXWLQ\ LOWR VWS \VHKHYHQGDUGY SURPI
OWK SDUW\ GHSHOGHQFLHWRQVLVWHQW WHFK DJQRVWLF
e 7TKRURXJK WHVWHG H[LW VWWHYWRIWHHKRYHVLOLHQFH DQG
ERWK SODQQHG DQG XQSODBBIXODWRU IUDIJIPHQWDWLRQ
VFHQDULRYV
e (QKDOQFHG UHVLOLHQFH WHAPQNY VKRXOG EHILQ DVVHVVL

SDUWLFXODUO\ IRU PDMRU R&ExX cHDHYWDFG UHDGY WR VXSSF
SURYLGHUYV DFURVYV LQWHUSUHWDWLRQ GH!

LPSOHPHQWDWLRQ
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%H_ 6KDSLQI WH) XVXUH LV D BDGIQU SDQ

( XURSHDQ | LODQADOMHUMEHV P DQDIHP HQW
FROVXOBQR RSHIDAQI 1Q  FRXQWHV DRIRW
( XURSH

©H DUH D GMXSWUWR WH VRS WHUFRQUXGEQR
ELDQGY WKMMG E\ [LYH RXWRI WIQRI ( XURSHV
GDGIQI EDOW DBRQIMGH RWHUGDGIQJ 1LQDQADO
LOWAMMRQV DQG ) LQ7HRKV

: HDWHRQHRI WH | DWW LRZ LQJ FRQUXGBQAHY
Z W GHGIEDWAG VSHADQAMDP V1Q

e SHEICDQG FRP P HIADCEDONQJ

e &DSIMICP DUINAHW

e &DUEVDQG SD\ P HQW

e 5N HIXOWU DQGFRP SIDOFH

o )IQDQFH &)2 DGYMRU

. (6*

SWHE. ZHYHZRWNHGZ IW DWDQIHRI 1IODOADO
VHIEHVILLP VVR KHS GAMJQ 1P SGP HOWDQG

HQKDQPH VAHQDUR WAMAQJ 1LDP HZ RUNV

2 XUWDP EUQIVDZ HDOM Rl H SHUHQRH IQ
RSHUDWRQDOHMIHORH GDVD VWDWI\  DQG
UHIXOWRY FRP STDQRH HTXLSSIQU XV R VXSSRUV
ILLP VZ KHUIHYHUWH DUH RQ WHUNRXLOH

Z KHWHUIW [P SLRYIQJ FLRW WDP

FRIDERWDWRQ P RGHUQMQI WWWQJI P HWRGV RU
XQBANQI WH YDOXXH Rl GDWD Z HUH KHIH VR KHS

1P VMU OV KWQVR DPARQ

8 WDMQJ RXUEURDG H SHUHQFH ILRP DRIRW \WH
EDQNQI VHRVRU Z H HQVXUH RXURTHQW VINH
DGYDQWUH Rl P DINHWGIMXSWRQ VR DRKLHYH
OWQJ YDOH

YUQILQ) GHHS LOGXVIM H SHUAYH DQG H SHUW
FRQUXGMY FDSDELDAHV Z H VXSSRUARXUFTHQW
VR VEFNGB! WHUEL] J VRS SRUXQMEY DQG
FKDIBIQU HV VR GHOYHUI XQGDP HQWBADQG HQGXUQU
AKDQUH VR WHUEXVOHWHY



