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JRU WKH ILVFDO \HDU HQGHG 'HFHPEHU
&RPPLVVLRQ ILOH QXPEHU

%86,1(66 ),567 %$1&6+$5(6 ,1&
([DFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU

/IRXLVLDQD
6WDWH RI LQFRUSRUDWLRQ RU RUJDQL]DWLRQ , 56 (PSOR\HU ,GHQWLILFDWLR

/IDXUHO 6 %)UHMNY
%DWRQ 5RXJH /RXLVLDQD
$GGUHVV RI SULQFLSDO H[HFXWLYH RIILFHV =LS FRGH

SHILVWUWRWHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH

6HFXULWLHYV UHJLVWHUHG XQGHU 6HFIWR®IQ E RI WKH ([FKDQJH $FW
6HFXULWLHY UHJLVWHUHG XQGHU 6HFMWRL@RH J RI WKH ([FKDQJH $FW

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHES LVVXRIU DV GHILQ
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR IL@HOSHSRIBNV SXUVXDQ\

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW L KDV ILOHG DOQHUESRWMRY UHTXLUHG
([FKDQJH $FW RI GXULQJ WKH SUHFHGLQJ PRQWKY DQG LL KDV EHHQ VXEMHFW WR VXFK

,QGLFDWH E\ FKHPMKPHDUNJZNMWOHW KDV VXEPLWWHG HOHFWURQLFDOO\<B®E SR¥RVHG RQ LWV
,QWHUDFWLYH 'DWH )LOH UHTXLUHG WR EH VXEPLWWHG DQG SRVWHG SXUVXDQW WR 5XOH R
RU IRU VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLUHG WR VXEPLW DQG SRV

,QGLFDWH E\ FKHFN PDUN LI GLVFORVXUH RI GHOLQTXHQW ILOHUV SXUVXD®@W WR ,WHP RI 5HJ
FRQWDLQHG KHUHLQ DQG ZLOO QRW JVHNFRRRZW E GQH GL QVE& HWIKGIL WH Y W RU R[M RV WQIRQWDWLRQ VV
LQFRUSRUDWHG E\ UHIHUHQFH LQ SDUW ,,, Rl WKLV )RUP . RU DQ\ DPHQGPHQW WR WKLV )RUP

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DFF
GHILQLWORWRIDFFHOHUDWHG ILOHU ~ 3 DFFHOHUDWHG ILOHU” DQG 3VPDOOHU UHSRUWLQJ FRPSD

/DUJH DFFHOOSUDWHG $EPHOHUDYHG ILOHU 1RQ DFFHOH®MDWHG ILBRDOOHSRUWLQOERPSDQ\
'R QRW FKHEN LI D VPDC

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSRIGWS DV @GRIILQHG LQ 5X

7KHUH LV QR HVYWDEOLVKHG SXEOLF WUTRPLIRRQPDWIRFM BRU WWK HUH A\HWBRDXQVW WD RDBUGY RI WKW U
FRPPRQ VWRFN SDU YDOXH SHU VKDUH
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%XVLQHVV
5LVN )DFWRUYV

8QUHVROYHG 6WDIl &RPPHQWYV
BURSHUWLHYV

/HIDO 3URFHHGLQJV

OLQH 6DIHW\ 'LVFORVXUHYV

ODUNHW IRUTYHERPWRIQ® QMWXLW\ 5HODWHG 6WRFNKROGHU ODWWHUV DQG ,VVXHU 3XU
6HOHFWHG )LQDQFLDO 'DWD

ODQDJHPHQWFXVVLRQ DQG $QDO\VLV Rl )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV R
4XDQW IDVQBWAXMOLWDWLYH 'LVFORVXUHYV $ERXW ODUNHW 5LVN

)LODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

&KDQJHV LQ DQG 'LVDJUHHPHQWYV ZLWK $FFRXQWDQWYV RQ $FFRXQWLQJ DQG )LQD
&RQWUROV DQG 3URFHGXUHYV

2WKHU ,QIRUPDWLRQ

'"LUHFWRUV ([HFXWLYH 2IILFHUV DQG &RUSRUDWH *RYHUQDQFH

(IHFXWLYH &RPSHQVDWLRQ

6HEXULW\ 2ZQHUVKLS Rl & HUWDLQ %HQHILFLDO 2ZQHUV DQG ODQDJHPHQW DQG 5HO
&HUWDLQ 5HODWLRQVKLSY DQG 5HODWHG 7UDQVDFWLRQV DQG 'LUHFWRU ,QGHSH(
BULQFLSDO $FFRXQWLQJ )HHV DQG 6HUYLFHV

([KLELWV DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOHYV

6LIQDWXUHYV




127( :KHQ ZH UHIHU LQ W KLV3RKIRUWXWR 3% XVLQHVYV )LUVW  DQG WKH 3&RPSDQ\ "~ ZH DUH UHIHUUI
FRQWH[W LQGLFDWHY RWKHUZLVH

)25:$5' /22.,1* 67$7(0(176
7KLV $QQXDO 5HSRUW RRH)RRWPW ~.FROWDKHYV IRUZDUG ORRNLQJ VWDWHPHQWY ZLWKLQ WKF
S6HFXULWLHV $FW° DQG ( Rl WKH 6HFXULWLHV ([FKDQJH $FW RI WKH 3([FKDQJH $FW" 7KF
RI RXU VHQLRU PDQDJHPHQW ZLWK UHVSHFW WR RXU ILQDQFLDO SHUIRUPDQFH DQG IXWXUH H
DUH RIWHQ EXW QRW DOZD\V PDGH WKURXJK WKH XVH RI ZRUGV RU SKUDVHV VXFK DV 3PD\ * 3
FRQWLQXH ~ 3SDQWLFLSDWH ~ 3VHHN ~ SHVWLPDWH ~ 3LQWHQG ~ *SODQ ~ *SURMHFWLRQ ~ 3ZRXOG"’
VWDWHPHQWY LQYROYH HVWLPDWHY DVVXPSWLRQV DQG ULVNV DQG XQFHUWDLQWLHV $FFRU!
PDWHULDOO\ IURP WKRVH LQGLFDWHG LQ WKHVH VWDWHPHQWYV
‘H EHOLHYH WKHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG WR WKH IROORZLQJ
" FKDQJHV LQ WKH VWUHQJWK Rl WKH 8QLWHG 6WDWHV HFRQRP\ LQ JHQHUDO DQG WKI
WKHLU DELOLW\ WR WUDQVDFW SURILWDEOH EXVLQHVV ZLWK XV LQFOXGLQJ WKH DE
YDOXH Rl WKH UHODWHG FROODWHUDO

" PDUNHW GHFOLQHV LQ IYGXHWPWSRMAIWWRVAXEFIKFRVZMWKH GHFOLQH LQ FUXGH RLO SULFHYV
RSHUDWH ZLWKLQ RU DUH EDFNHG E\ FROODWHUDO DVVRFLDWHG ZLWK WKH RLO DC

" FKDQJHV LQ LQWHUHVW UDWHY DQG PDUNHW SULFHV ZKLFK FRXOG UHGXFH RXU QH’
" FKDQJHV LQ WKH OHYHOV RI ORDQ SUHSD\PHQWY DQG WKH UHVXOWLQJ HIITHFWV RQ
" LQFUHDVHG FRPSHWLWLRQ IRU GHSRVLWY DQG ORDQV DGYHUVHO\ DIIHFWLQJ UDWH"

" LQFUHDVHG FUHGLW ULVN LQ RXU DVVHWY DQG LQFUHDVHG RSHUDWLQJ ULVN FDXVH
SHUFHQWDJH RI WKH WRWDO ORDQ SRUWIROLR

" WKH IDLOXUH RI DVVXPSWLRQV XQGHUO\LQJ WKH HVWDEOLVKPHQW RI DQG SURYLVLE}
" FKDQJHV LQ WKH DYDLODELOLW\ RI IXQGYVY UHVXOWLQJ LQ LQFUHDVHG FRVWV RU UH(
" D GHWHUPLQDWLRQ RU GRZQJUDGH LQ WKH FUHGLW TXDOLW\ DQG FUHGLW DJHQF\ Ul
" LQFUHDVHG DVVHW OHYHOV DQG FKDQJHV LQ WKH FRPSRVLWLRQ RI DVVHWY DQG Wtk
" WKH ORVV RI VHQLRU PDQDJHPHQW RU RSHUDWLQJ SHUVRQQHO DQG WKH SRWHQWLEL
" OHJLVODWLYH RU UHIJXODWRU\ GHYHORSPHQWY LQFOXGLQJ FKDQJHV LQ ODZV DQG

WKH ILQDQFLDO VHFXULWLHV LQGXVWU\ VXFK DV WKH 'RGG )URQ®GE )D D QN6 WRWHWDIHI

PDNLQJ UHTXLUHG WR EH XQGHUWDNHQ E\ YDULRXV UHJXODWRU\ DJHQFLHV XQGHU \

" IXUWKHU JRYHUQPHQW LQWHUYHQWLRQ LQ WKH 8 6 ILQDQFLDO V\VWHP

" FKDQJHV LQ VWDWXWHY DQG JRYHUQPHQW UHJXODWLRQV RU WKHLU LQWHUSUHWDW




" DFWV RI WHUURULVP DQ RXWEUHDN RI KRVWLOLWLHVY RU RWKHU LQWHUQDWLRQDO R
DFWV RI *RG DQG RWKHU PDWWHUV EH\RQG RXU FRQWURO DQG

" DQG RWKHU ULVNV DQG XQFHUWDLQWLHY OLVWHG IURP WLPH WR WLPH LQ RXU UHSRL

7KH IRUHJRLQJ IDFWRUV VKRXOG QRW EH FRQVWUXHG DV H[KDXVWLYH DQG VKRXOG EH U
PRUH HYHQWY UHODWHG WR WKHVH RU RWKHU ULVNV RU XQFHUWDLQWLHY PDWHULDOL]H RU LI
ZH DQWLFLSDWH $FFRUGLQJO\ \RX VKRXOG QRW SODFH XQGXH UHOLDQFH RQ DQ\ VXFK IRUZCLC
ZKLFK LW LV PDGH DQG ZH GR QRW XQGHUWDNH DQ\ REOLIJDWLRQ WR XSGDWH DQ\ IRUZDUG OF
VXFK VWDWHPHQW LV PDGH RU WR UHIOHFW 2VIDH VRR B X LIHPHHQUIBH RU RPQW QRMVH. FLFS DWW A IE  HDYQHBQ MW L \
DGGLWLRQ ZH FDQQRW DVVHVV WKH LPSDFW RI HDFK IDFWRU RQ RXU EXVLQHVV RU WKH H[WH
PDWHULDOO\ IURP WKRVH FRQWDLQHG LQ DQ\ IRUZDUG ORRNLQJ VWDWHPHQWYV




3$57,
,7(0 %XVLQHVYV
*HQHUDO

‘H DUH D UHJLVWHUHG EDQN KROGLQJ FRPSDQ\:KHIHGHX DQ MRHUSRA DY 96D WA Q XERXJH /R WIRV
XQGHU WKH %DQN +ROGLQJ &RPSDQ\ $FW RI WKH 2%+& $FW° IRU RXU ZKROO\ RZQHG VXEVL!
%DQN RQ $SULO DQG ZH FXUUHQWO\ RZQ DOO Rl WKH RXWVWDQGLQJ VKDUHV Rl WKH FDS|
KDG WRWDO DVVHWYV RI ELOOLRQ WRWDO ORDQV RI PLOOLRQ WRWDO GHSRVLWV RI

%XVLQHVV )LUVW %DQN LV D /RXLVLDQD VWDWH QRQ PHPEHU E DINQW K/IHW YZHDW W K W Y BVDLW i
EDQNLQJ FHQWHUV ZLWK RIILFHV ORFDWHG LQ WKH /RXLVLDQD FLWLHV RI %DWRQ 5RXJH %UXV:
3RUW $O0HQ 6KUHYHSRUW DQG =DFKDU\ %XVLQHVV )LUVW %DQN DOVR KDV D /RDQ 3URGXFWLF
%XVLQHVV )LUVW LV RUJDQL]HG LQWR HLJKW PDUNHWYV HDFK RI ZKLFK LV OHG E\ DQ H[SHULHQ
%XVLQHVV )LUVW %DQNYTV SULQFLSDO RIILFH LV ORFDWHG LQ %DWRQ 5RXJH /RXLVLDQD

%XVLQHVV )LUVW %DQN RIIHUV D I1X0OFRP® Bit) FRLIDED Q@ G QFIRONWXPHRAHED QEEQXGEWQ R '"HFHPEF
DVVHWYV RI ELOOLRQ WRWDO ORDQV RI PLOOLRQ WRWDO GHSRVLWYV RI PLOOLRQ DQ!

2XU SULQFLSDO H[HFXWLYH RIILFH LV/ORPBB® HG/ DMHWXBXQWHWV )L U\DWB® QRXIH /RXLVLDQD
DQG RXU ZHEVLWH DGGUHVV LV ZZZ E EDQN FRP

2XU %XVLQHVV 6WUDWHJ\

2XU PLVVLRQ LV WR EH WKH ILQDQFLDO LQVWLWXWLRQ RI FKRLFH IRU /RXLVLDQD HQWHUS
UHVRXUFHV RQ WZR IURQWY FRQYHQLHQDPH G QKFQKLYP KMHFKQRWRQWRRG BUBGIPRSRZHUPHQYV
VKRXOG EH PHDVXUHG E\ WKH YDOXH LW DGGV WR LWV FXVWRPHUYTV EXVLQHVV SURFHVVHV

7KH IRFXV RI RXU VWUDWHJ\ KDV EHHQ DQG FRQWLQXHV WR EH WKH HVWDEOLVKPHQW Dt
WHUP VKDUHKROGHU YDOXH WKURXJK JURZWK LQ RXU ORDQV LQYHVWPHQWY GHSRVLWYV DQG
SURYLGLQJ SHUVRQDOL]HG FXVWRPHU VHUYLFH FRQVLVWHQW ZLWK WKH7RHHGER RS OLKKOWK LDVQ.
IROORZLQJ EXVLQHVYV VWUDWHJ\

" 2ITHULQJ FRPSHWLWLYH SURGXFWYV DQG VHUYLFHV DW IDLU SULFHV WR H[SDQG ORDC(

" BURYLGLQJ KLJK TXDOLW\ SHUVRQDO VHUYLFH GHOLYHUHG E\ VNLOOHG DQG H[SHULH
ZKLFK ZH FRQGXFW EXVLQHVV

» (QKDQFLQJ WKH EDQNLQJ RSWLRQV DYDLODEOH WR FXVWRPHUV E\ RIIHULQJ D ZLGH
” ODLQWDLQLQJ DVVHW TXDOLW\ DQG FRQWURO RSHUDWLQJ H[SHQVH

'H IRFXV RQ SURYLGLQJ SULYDWH EDQNLQJ VHUYLFHY SULPDULO\ WR VPDOO EXVLQHVVHV
ILQDQFLDO LQVWLWXWLRQV RQ D WUDQVDFWLRQ E\ WUDQVDFWLRQ EDVLV ZH ZRUN WR EXLOG

%\ ORFDMILIXWLOHWURSROLWDQ DUHDV DQG GHFHQWUDOL]LQJ DV PXFK GHFLVLRQ PDNLQJ
WKH VWDELOLW\ RI JHRJUDSKLF GLYHUVLILFDWLRQ ZLWKLQ /RXLVLDQD DQG WKH OR\DOWLHV RI
VHUYH KDV D ORFDO SUHVLGHQW DQG RXU GLUHFWRUJV ORDQ FRPPLWWHH LV FRPSULVHG RI F
FRPSHWLWLYH DGYDQWDJHV LV WKH GHSWK RI RXU VWDWHZLGH QHWZRUN RI HQWUHSUHQHXUL




&RQVLVWHQW ZLWK RXU IRFXV RQ VHUYLFH ZH KDYH LQYHVWHG KHDYLO\ LQ SHRSOH DQG
QXPEHU RI PRUH H[SHULHQFHG SHUVRQQHO ZKLOH DOVR OLPLWLQJ WKH QXPEHU RI RXU RIILFH
SHUVRQDOL]HG IOH[LEOH QDPH UHFRJQL]LQJ VHUYLFH

‘H DOVR HQGHDYRU WR VHUYH RXU FRPKWUWKE QW R®BSRROLW EFRDUG RBHWLQ Z\D\VRU H[DF
SDUWLFLSDWH LQ ILQDQFLDOO\ FHQWHUHG YROXQWHHU HIIRUWYV ZKHWKHU WKDW EH VHUYLQJ
WKHVH DFWLYLWLHV ZH VWULYH WR IRVWHU UHODWLRQVKLSYV ZLWK FRPPXQLW\ OHDGHUV DQG

(ISDQVLRQ

LWK WKH H[FHSWLRQ RI RXU ODUFK DFTXLVLWLRGREK$PHQGFD/QV* B WHVZIDAE LD QD GPIHIUQ. R
KLVWRULFDOO\ JURZQ RUJDQLFDOO\ E\ WDUJHWLQJ PDUNHWYV LQ /RXLVLDQD WKDW ZH EHOLHYF
ERDUG DQG KLUH ORFDO PDQDJHPHQW 7KH SXUSRVH RI WKHVH DGYLVRUV DQG PDQDJHPHQW L
VWUXFWXUH SURYLGHYV PDQ\ RI WKH EHQHILWY RI VPDOOHU ORFDOO\ RZQHG EDQNV ZKLOH SHU

:KLOH ZH FRQWLQXH WR SULRULWL]H RUJDQLF JURZWK ZH DOVR VHHN WR FDSLWDOL]H XS
DV WKHDFTXLVLWLRQ RI $*)& ZKLFK KDV HQKDQFHG RXU FRUH GHSRVLWY DQG SURYLGHG FRV\
GHILQLWLYH H[SDQVLRQ SODQV ZH URXWLQHO\ H[SORUH YDULRXYV DFTXLVLWLRQ DQG H[SDQVLF
RSSRUWXQLWLHY DQG PD\ bDGG RWKHU PDUNHWY WR RXU JHRJUDSKLF IRRWSULQW DV RSSRUW

BURGXFWY DQG 6HUYLFHV

‘H DUH D IXO0O VHUYLFH ILQDQFLDO VHUYLFHV FRPSDQ\ ZLWK D IRFXV RQ VPDOO WR PLG V
FXVWRFPEDUOWLQJ QHHGY ZLWK DQ HQFRPSDVVLQJ UDQJH RI ILQDQFLDO VHUYLFHV

%XVLQHVV J)LUVW %DQN LV DQ LQGHSHQGHQW ILQDQFLDO LQVWLWXWLRQ WKDW LV HQJDJ
LOQVWLWXWLRQON RQHRXDWPRIQIDRWKHU SURGXFWV FKHFNLQJ VDYLQJYV DQG PRQH\ PDUNHW DFFI
ORDQV UHDO HVWDWH ORDQV DQG RWKHU LQVWDOOPHQW DQG WHUP ORDQV ,Q DGGLWLRQ %
IDFLOLWLHY DXWRPDWHG WHOOHU PDFKLQHV QLJKW GHSRVLWRU\ SHUVRQDOL]HG FKHENV Fl
GRPHVWLF DQG IRUHLJQ ZLUH WUDQVIHUYV WUDYHOHUYV FKHFNV FDVK PDQDJHPHQW YDXOW '

6XEVLGLDULHV

‘H KDYH WKUHH ZKROO\ RZQHG VXEVLGLDULHV %XVLQHVV )LUVW %DQN LV D GLUBPWGZKE
$PHULFDQ *DWHZD\ ,QVXUDQFH $JHQF\ //& DUH ZKROO\ RZQHG VXEVLGLDULHV RI %XVLQHVV )LU
%XVLQHVV )LUVW ,QVXUDQFH //& DQG $PHULFDQ *DWHZD\ ,QVXUDQFH $JHQF\ //& DUH FXUUHQV

&RPSHWLWLRQ

‘H FRPSHWH ZLWK VHYHUDO ORFDO DQG UHJLRQDO FRPPHUFLDO EDQNV WKULIWV FUHGLV
ILQDQFLDO VHUYLFHV 7KHUH LV LQWHQVH FRPSHWLWLRQ LQ RXQRP® E®MIQW " DRRHIB\D QURIF/ RWKHOMU H
6RPH RI RXU FRPSHWLWRUY DUH QRW VXEMHFW WR WKH GHJUHH RI UHJXODWRU\ UHYLHZ DQG U
LQVWLWXWLRQV WKDW KDYH JUHDWHU ILQDQFLDO UHVRXUFHVY WKDQ ZH GR DQG WKDW FRPSH
ILQDQFLDO SURGXFW PL[ SULFLQJ VWUDWHILHY DQG EDQNLQJ FHQWHU ORFDWLRQV :H DOVR I
EDQNLQJ ILUPV EURNHUDJH KRXVHV PXWXDO IXQG PDQDJHUV LQYHVWPHQW DGYLVRUV DQG I
LQVWDOOPHQW FRQWUDFWYVY IRU WKH SXUFKDVH RI JRRGVY DQG PHUFKDQGLVH

‘H DOQOWLFLSDWH WKDW FRPSHWLWLRQ IURP ERWK EDQN DQG QRQ EDQN HQWLWLHYV ZLOO F|
FRPSHWLWLYH IDFWRUV LQ WKH YDULRXV PDUNHWY ZH VHUYH :H KDYH EHHQ DEOH WR FRPSHW
RINLFH GHFLVLRQ PDNLQJ E\ HVYWDEOLVKLQJ ORQJ WHUP FXVWRPHU UHODWLRQVKLSY DQG EXIl
VSHFLILF QHHGV RI RXU FXVWRPHUV




(PSOR\HHV

$V RI '"HFHPEHUZH KDG IXOO WLPH HTXLYDOHQW HPSOR\HHV R1 ZKRP DUH RIILFHUV RI ¢
TXDOLW\ HPSOR\HHV WR H[HFXWH RXU VWUDWHIJLF SODQ DQG ZH FRQVLGHU RXU UHODWLRQV

6XSHUYLVERQXD@GLRQ
*HQHUDO

7KH 8 6 EDQNLQJ LQGXVWU\ LV KLIJIKO\ UHJXODWHG XQGHU IHGHUDO DQG VWDWH ODZ %D
VXEVLGLDULHV

$v D EDQN KROGLQJ FRPSDQ\ ZH DUH VXEMHFW WR LQVSHFWLRQ H[DPLQDWLRQ VXSHUYL
3)HGHUDO 5HVHUYH" %XVLQHVV )LUVW %DQN LV VXEMHFW WR H[WHQVLYH UHJXODWLRQ DQG H|
JHGHUDO '"HSRVLW ,QVXUDQFH &RUSRUDWLRQ 3)',&"

6WDWXWHYV UHJXODWLRQV DQG SROLFLHV OLPLW WKH DFWLYLWLHYV LQ ZKLFK ZH PD\ HQJI
UHJXODWLRQ DSSOLFDEOH WR XV DQG RXU VXEVLGLDULHY HVWDEOLVKHY D FRPSUHKHQVLYH Il
), &1V '"HSRVLW ,QVXUDQFH )XQG %XVLQHVYV )LUVW %DQNYV GHSRVLWRUYVY DQG WKH SXEOLF UL
UHSRUWLQJ DQG LQIRUPDWLRQ FROOHFWLRQ REOLJDWLRQV :H LQFXU VLJQLILFDQW FRVWV UH
SROLFLHVY DUH FRQWLQXDOO\ XQGHU UHYLHZ E\ &RQJUHVY DQG VWDWH OHJLVODWXUHY DQG U
LPSOHPHQWHG FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQ

7KH PDWHULDO VWDWXWRU\ DQG UHJXODWRU\ UHTXLUHPHQWY WKDW DUH DSSOLFDEOH WtF
GHVFULEH DOO ODZV DQG UHJXODWLRQV DSSOLFDEOH WR XV DQG RXU VXEVLGLDULHV DQG Wk
SROLFLHV LQWHUSUHWLYH OHWWHUY DQG RWKHU ZULWWHQ JXLGDQFH WKDW DUH GHVFULEHG

%XVLQHVV J)LUVW %DQFVKDUHV ,QF

‘H DUH D EDQN KROGLQJ FRPSDQ\ UHJLVWHUHG XQGHU WKH %+& $FW DQG ZH DUH VXEMHF
$FW DQG RWKHU IHGHUDO ODZV VXEMHFW EDQN KROGLQJ FRPSDQLHV WR SDUWLFXODU UHVWU
UHTXLUHPHQWY DQG DFWLYLWLHV LQFOXGLQJ UHJXODWRU\ HQIRUFHPHQW DFWLRQV IRU YLRO

%DQONLQJ VWDWXWHY UHJXODWLRQV DQG SROLFLHVY FRXOG UHVWULFW RXU DELOLW\ WR (
GLVWULEXWLRQV RU SD\ GLYLGHQGY RQ RXU HTXLW\ VHFXULWLHV 7KH\ PD\ DOVR UHTXLUH XV
H[FHVV Rl WKRVH GHVLUHG E\ PDQDJHPHQW DQG SD\ KLJKHU GHSRVLW LQVXUDQFH SUHPLXPV [

%XVLQHVV J)LUVW %DQN

%XVLQHVV )LUVW %DQN LV D FRPPHUFLDO EDQN FKDUWHUHG XQGHU WKH ODZV RI WKH 6WI
DUH LQVXUHG WR WKH PD[LPXP HIWHQW SHUPLWWHG E\ ODZ E\ WKH )',& $V VXFK %XVLQHVV )LI
WKH )',& 7KH IHGHUDO DQG VWDWH ODZV DQG UHJXODWLRQV ZKLFK DUH DSSOLFDEOH WR %XV
LWV UHVHUYHV DJDLQVW GHSRVLWV WKH WLPLQJ RI WKH DYDLODELOLW\ RI GHSRVLWHG IXQG)\
VXFK UHJXODWLRQV FRPPHUFLDO EDQNY DUH DIIHFWHG VLIJQLILFDQWO\ E\ WKH DFWLRQV RI WI




%URDG 6XSHUYLVLRQ DQG (QIRUFHPHQW 3RZHUYV
$ SULQFLSDO REMHFWLYH RI WKH 8 6 EDQN UHJXODWRU\ VIVWHP LV WR SURWHFW G HSRW
HQG WKH EDQNLQJ UHJXODWRUV KDYH EURDG UHJXODWRU\ H[DPLQDWLRQ DQG HQIRUFHPHQW
DGGLWLRQ EDQNLQJ RUJDQL]DWLRQV DUH VXEMHFW WR SHULRGLF UHSRUWLQJ UHTXLUHPHQW"
7KH UHJXODWRUV KDYH YDULRXV UHPHGLHV DYDLODEOH LI WKH\ GHWHUPLQH WKDW WKH |
OLTXLGLW\ RU RWKHU DVSHMW\R KH DDEDLERNLM D IRH XIYD\WWLIPFWRU\ 7KH UHIJXODWRUYV PD\ DOV
LWV PDQDJHPHQW LV YLRODWLQJ RU KDV YLRODWHG DQ\ ODZ RU UHJXODWLRQ 7KH UHJXODWR
” HQMRIQDIH RU XQVRXQG  SUDFWLFHYV
” UHTXLUH DIILUPDWLYH DFWLRQV WR FRUUHFW DQ\ YLRODWLRQ RU SUDFWLFH
» LVVXH DGPLQLVWUDWLYH RUGHUV WKDW FDQ EH MXGLFLDOO\ HQIRUFHG
» GLUHFW LQFUHDVHV LQ FDSLWDO
» GLUHFW WKH VDOH RI VXEVLGLDULHY RU RWKHU DVVHWYV
” OLPLW GLYLGHQGY DQG GLVWULEXWLRQYV
” UHVWULFW JURZWK
» DVVHVV FLYLO PRQHWDU\ SHQDOWLHYV
» UHPRYH RIILFHUV DQG GLUHFWRUV DQG
"  WHUPLQDWH GHSRVLW LQVXUDQFH
7KH )',& PD\ WHUPLQDWH DI®¢HGRYRWRW\LIOQ\XWDWEWDRSRQ D ILQGLQJ WKDW WKH LQVWLWX
LOQOVWLWXWLRQ KDV HQJDJHG LQ XQVDIH RU XQVRXQG SUDFWLFHV RU KDV YLRODWHG DQ\ DSS¢(
DJHQF\ (QJDJLQJ LQ XQVDIH RU XQVRXQG SUDFWLFHV RU IDLOLQJ WR FRPSO\ ZLWK DSSOLFDE
RU WKHLU RIILFHUV GLUHFWRUV DQG LQVWLWXWLRQ DIILOLDWHG SDUWLHY WR WKH UHPHGLH"
7KH 'RGG J)UDQN $FW
2Q -XO0\ WKH 'RGG )UDQN $FW EHFDPH ODZ 7KH 'RGG )UDQN $FW LV KDYLQJ D EURDC
UHJXODWRU\ DQG FRPSOLDQFH UHTXLUHPHQWY LQFOXGLQJ WKH GHVLJQDWLRQ RI FHUWDLQ IL
FUHGLW UDWLQJ DJHQFLHV WKH LPSRVLWLRQ RI LQFUHDVHG FDSLWDO OHYHUDJH DQG OLTXL
RYHUVLJKW Rl DQG VWUHQJWKHQ VDIHW\ DQG VRXQGQHVYV ZLWKLQ WKH ILQDQFLDO VHUYLFH
FRQGXFW V\WVWHPLF ULVN RYHUVLJKW ZLWKLQ WKH ILQDQFLDO V\VWHP WR EH GLVWULEXWHG D
7KH IROORZLQJ LWHPV SURYLGH D EULHI GHVFULSWLRQ Rl FHUWDLQ SURYLVLRQV RI WKH
” 6RXUFH Rl MYGBHQJIWIGHUDO 5HVHUYH SROLF\ EDQN KROGLQJ FRPSDQLHV KDYH KLVWI
VWUHQJWK WR HDFK Rl WKHLU EDQNLQJ VXEVLGLDULHYV 7KH 'RGG JUDQN $FW FRGLIL
FRPSDQLHV LQFOXGLQJ EDQN KROGLQJ FRPSDQLHY WKDW GLUHFWO\ RU LQGLUHFWC

LQVWLWXWLRQ 8QGHU WKLV UHTXLUHPHQW LQ WKH IXWXUH ZH FRXOG EH UHTXLUHG
GLVWUHVYV




&RQVXPHU )LOQDQFLDO FURWRIG® ) BRQAX$FW FUHDWHG WKH &RQVXPHU )LQDQFLDO 3UI
UHJXODWRU\ DJHQF\ 7KH &)3% LV WDVNHG ZLWK HVWDEOLVKLQJ DQG LPSOHPHQWLQ.
JRYHUQLQJ WKH FRQGXFW RI SURYLGHUV RI FHUWDLQ FRQVXPHU ILQDQFLDO SURGXF
JRYHUQLQJ SURGXFWV DQG VHUYLFHV RIIHUHG WR EDQN DQG WKULIW FRQVXPHUV )R
H[FOXVLYH UXOH PDNLQJ DQG H[DPLQDWLRQ DQG SULPDU\ HQIRUFHPHQW DXWKRULW\
VWDWHVY WR DGRSW FRQVXPHU SURWHFWLRQ ODZV DQG UHJXODWLRQV WKDW DUH V\
QHZ UHJXODWLRQV ZRXOG LQFUHDVH RXU FRVW RI RSHUDWLRQV

ORUWJDJH ORDQ R UMKH QMGG RDQXNOBHFW DXWKRULJHG WKH &)3% WR HVWDEOLVK FHUV
PRUWJDJHY LQFOXGLQJ UHTXLUHPHQWYVY IRU OHQGHUV WR DIILUPDWLYHO\ GHWHUPLQ
'RGG )UDQN $FW ILQDQFLDO LQVWLWXWLRQV PD\ QRW PDNH D UHVLGHQWLDO PRUWJ
FRQVXPHU KDV D *UHDVRQDEOH DELOLW\ WR UHSD\ WKH ORDQ 7KH 'RGG JUDQN $FW
IRUHFORVXUH LI WKH OHQGHU GRHY QRW PDNH DQ DSSURSULDWH DELOLW\ WR UHSD\ ¢
VXFK OLDELOLW\ DQG GHIHQVHV IRU ORDQV WKDW DUH 3TXDOLILHG PRUWJDJHV ~ 7KH
DIIHFW RULJLQDWLRQ GLVFORVXUH DQG VHUYLFLQJ LQ FRQQHFWLRQ ZLWK FRQVXPH

EHFDPH HIIHFWLYH LQ -DQXDU\ RI $GGLWLRQDO UHJXODWLRQV UHYLVLQJ GLVFOR
EHFDPH HIIHFWLYH LQ 2FWREHU RI &RPSOLDQFH ZLWK DOO RI WKH &)3%fTV QHZ PRI
'"HSRVLW LQMXHJIRGRKH)UDQN $FW PDGH SHUPDQHQW WKH LQFUHDVHG GHSRVLW

'"HSRVLW ,QVXUDQFH $FW 3)', $FW"~ DOVR UHYLVHG WKH DVVHVVPHQW EDVH DJDLQV
WR WKH '"HSRVLW ,QVXUDQFH )XQG RI WKH )',& ZLOO EH FDOFXODWHG 8QGHU WKH D
UDWKHU LWV DYHUDJH FRQVROLGDWHG WRWDO DVVHWYV OHVYV LWV DYHUDJH WDQJLE
UHVHUYH UDWLR RI WKH '"HSRVLW ,QVXUDQFH )XQG LQFUHDVLQJ WKH PLQLPXP IURP

HOLPLQDWLQJ WKH UHTXLUHPHQW WKDW WKH )',& SD\ GLYLGHQGY WR GHSRVLWRU\ L
SURYLVLRQV PD\ LPSDFW WKH )',& GHSRVLW LQVXUDQFH SUHPLXPV SDLG E\ %XVLQHV

7UDQVDFWLRQV ZLWK DTIKID LR®G Y UD@A $& WL GHQWUDO O\ HQKDQFHG WKH UHVWULFWL

% RI WKH )HGHUDO 5HVHUYH $FW LQFOXGLQJ DQ H[SDQVLRQ RI WKH GHILQLWLRQ RI
ZKLFK FROODWHUDO UHTXLUHPHQWY UHJDUGLQJ FRYHUHG FUHGLW WUDQVDFWLRQV
VWUHQJWKHQLQJ Rl ORDQ UHVWULFWLRQV WR LQVLGHUV DQG WKH H[SDQVLRQ RI Wt
WUDQVDFWLRQV UHSXUFKDVH DJUHHPHQWY UHYHUVH UHSXUFKDVH DJUHHPHQWYV D
FHUWDLQ DVVHW VDOHV WR DQG IURP DQ LQVLGHU WR DQ LQVWLWXWLRQ LQFOXGLQ
DSSURYHG E\ WKH LQVWLWXWLRQYV ERDUG RI GLUHFWRUYV

&RUSRUDWH JRKH URXD® FHDQN $FW DGGUHVVHV PDQ\ LQYHVWRU SURWHFWLRQ FRUS
DIIHFW PRVW 8 6 SXEOLFO\ WUDGHG FRPSDQLHV 7KH 'RGG )UDQN $FW JUDQWYV VK
FRPSHQVDWLRQ HQKDQFHYV LQGHSHQGHQFH UHTXLUHPHQWY IRU FRPSHQVDWLRQ |
H[FKDQJHV WR DGRSW LQFHQWLYH EDVHG FRPSHQVDWLRQ FODZEDFN SROLFLHV IRU |
UXOHV WKDW ZRXOG DOORZ VKDUHKROGHUV Rl SXEOLFO\ WUDGHG FRPSDQLHV WR QF
FRPSDQ\{V SUR[\ PDWHULDOV )RU VR ORQJ DV ZH DUH DQ HPHUJLQJ JURZWK FRPSDQ'
QRW VHHN D QRQ ELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVDWLRQ RU JROGF
SURYLVLRQV RI WKH 'RGG )UDQN $FW UHODWLQJ WR LQYHVWRU SURWHFWLRQ DQG F




7KH UHTXLUHPHQWYV RI WKH 'RGG )UDQN $FW DUH LQ WKH SURFHVYV RI EHLQJ LPSOHPHQWH
VHYHUDO \HDUV *LYHQ WKH XQFHUWDLQW\ DVVRFLDWHG ZLWK WKH PDQQHU LQ ZKLFK WKH SUI
WKURXJK UHIXODWLRQV WKH IXOO0O H[WHQW RI WKH LPSDFYWUVWKHK WHWXHUHPHRENN GPLAAQ WKW Y Bl WR
JHEUXDU\ RXWOLQLQJ D QXPEHU RI 3&RUH 3ULQFLSOHV"™ Rl UHIJXODWLRQ RI WKH LQGXVWU
LGHQWLI\LQJ DQ\ ODZV UXOHV RU UHJXODWLRQV LQFOXGLQJ WKRVH SURPXOJDWHG XQGHU W
SULQFLSOHV &KDQJHV UHVXOWLQJ IURP IXUWKHU LPSOHPHQWDWLRQ RI FKDQJHV WR RU UHSFH
FKDQJHV WR FHUWDLQ RI RXU EXVLQHVYV SUDFWLFHVY LPSRVH XSRQ XV PRUH VWULQJHQW FDS
FKDQJHV PD\ DOVR UHTXLUH XV WR LQYHVW VLJQLILFDQW PDQDJHPHQW DWWHQWLRQ DQG UH)\
UHJXODWRU\ UHTXLUHPHQWY )DLOXUH WR FRPSO\ ZLWK WKH QHZ UHTXLUHPHQWY FRXOG KDYH

5HIJXODWRU\ 1RWLFH DQG $SSURYDO 5HTXLUHPHQWY 5HODWHG WR &RQWURO

%DQNLQJ ODZV LPSRVH QRWLFH DSSURYDO DQG RQJRLQJ UHIJXODWRU\ UHTXLUHPHQQW WRF
DQ )',& LQVXUHG GHSRVLWRU\ LOQVWLWXWLRQ 7KHVH ODZV LQFOXGH WKH %+& $FW DQG WKH &l
D VKDUHKROGHU RU RWKHU SDUW\ WKDW VHHNV WR DFTXLUH GLUHFW RU LQGLUHFW 3FRQWURC(
GHSRVLWRU\ LOVWLWXWLRQ LV EDVHG RQ DOO RI WKH IDFWV DQG FLUFXPVWDQFHV VXUURXQC

RU RWKHU FRPSDQ\ LI WKH SDUW\ RZQV RU FRQWUROV RU PRUH RI DQ\ FODVV RI YRWLQJ VW
RWKHU FRPSDQ\ LI WKH LQYHVWRU RZQV RU FRQWUROV RU PRUH RI DQ\ FODVV RI YRWLQJ V\
DJJUHJDWHG IRU WKHVH SXUSRVHV ,I D SDUW\TV RZQHUVKLS RI %XVLQHVYV )LUVW ZHUH WR H]

UHIJXODWRU\ SXUSRVHV 7KLV FRXOG VXEMHFW WKH LQYHVWRU WR UHJXODWRU\ ILOLQJV RU ¥

,Q DGGLWLRQ H[FHSW XQGHU OLPLWHG FLUFXPVWDQFHV EDQN KROGLQJ FRPSDQLHV DUH
EDQN KROGLQJ FRPSDQ\ RU DOO RU VXEVWDQWLDOO\ bOO WKH DVVHWV WKHUHRI RU PRUH W
VXEVLGLDU\

%UDQFKLQJ

/IRXLVLDQD ODZ SURYLGHV WKDW D /RXLVLDQD VWDWH EDQN FDQ HVWDEOLVK D EUDQFK L
/IRXLVLDQD 2), 7KH EUDQFK DOVR PXVW EH DSSURYHG E\ WKH )',& :KHQ FRQVLGHULQJ ZKHWKH
FRQVLGHU D QXPEHU RI IDFWRUV LQFOXGLQJ ILQDQFLDO KLVWRU\ FDSLWDO DGHTXDF\ HDUQ
FRUSRUDWH SRZHUV 7KH 'RGG )UDQN $FW SHUPLWYVY LQVXUHG VWDWH EDQNV WR HQJDJH LQ G
HVWDEOLVKHG ZRXOG SHUPLW WKH HVWDEOLVKPHQW RI WKH EUDQFK LI WKH EUDQFKLQJ EDQN

/ILPLWVY RQ 7TUDQVDFWLRQV ZLWK $IILOLDWHYV

JHGHUDO ODZ UHVWULFWV WKH DPRXQW DQG WKH WHUPV RI EFWXHWHGG W\ D Q GDF RQ RWH/G
QRQEDQN DIILOLDWHYV &RYHUHG WUDQVDFWLRQV ZLWK DQ\ VLQJOH DIILOLDWH PD\ QRW H[FHH(
PD\ QRW H[FHHG LQ WKH DJJUHJDWH RI D EDQNYV FDSLWDO VWRFN DQG VXUSOXV )RU D ED
XQGHU WKH ULVN EDVHG FDSLWDO JXLGHOLQHYVY SOXV WKH EDODQFH RI WKH DOORZDQFH IRU Fl
DJJUHJDWH DUH OLPLWHG WR RI WKH IRUHJRLQJ FDSLWDO ,Q DGGLWLRQ LQ FRQQHFWLRQ :
FROODWHUDO WR SURYLGH DGGHG VHFXULW\ WR WKH EDQN DQG WKH W\SHV RI SHUPLVVLEOH F
WUDQVDFWLRQV ZLWK DIILOLDWHY LQFOXGLQJ DQ H[SDQVLRQ RI ZKDW W\SHV RI WUDQVDFWLI
DJUHHPHQWY DQG VHFXULWLHY OHQGLQJ DUUDQJHPHQWY DQG DQ LQFUHDVH LQ WKH DPRXQW

/IRDQV WR ,QVLGHUV

6HFWLRQV J DQG K RI WKH )HGHUDO 5HVHUYH $FW DQG LWV LPSOHPHQWLQJ UHJXODWI
GLUHFWRUV DQG SULQFLSDO VKDUHKROGHUV 8QGHU 6HFWLRQ K ORDQV WR D GLUHFWRU D
UHODWHG LOQWHUHVWY RU LQVLGHUY DQG LQVLGHUV RI DIILOLDWHY PD\ QRW H[FHHGYV WRDIQW I
ERUURZHU OLPLW JHQHUDOO\ HTXDO WR RI WKH LQVWLWXWLRQTV XQLPSDLUHG FDSLWDO C
PDGH RQ WHUPV VXEVWDQWLDOO\ WKH VDPH DV RITHUHG LQ FRPSDUDEOH WUDQVDFWLRQV WR
WKDW LV ZLGHO\ DYDLODEOH WR HPSOR\HHV RI WKH EDQN DQG GRHV QRW JLYH SUHIHUHC
RI GLUHFWRUVY DSSURYDO IRU FHUWDLQ ORDQV DQG WKH DJJUHIJDWH DPRXQW RI HIWHQVLRQV
VXUSOXV )XUWKHUPRUH 6HFWLRQ J SODFHV DGGLWLRQDO UHVWULFWLRQV RQ ORDQV WR H




'"HSRVLWRU 3UHIHUHQFH

7KH )', $FW SURYLGHV WKIDALTXKQGCW MWH RIY ROUOWR WIKWKHHJIHVROXWLRQ"™ RI DQ LQVXUHG GHSRYV
LQFOXGLQJ WKH FODLPV RI WKH )',& DV VXEURJHH RI LQVXUHG GHSRVLWRUV DQG FHUWDLQ FO
JHQHUDO XQVHFXUHG FODLPV DJDLQVW WKH LQVWLWXWLRQ 7KHUHIRUH LI DQ LQVXUHG GHSR
WKH )',& ZLOO KDYH SULRULW\ LQ SD\PHQW DKHDG RI XQVHFXUHG QRQGHSRVLW FUHGLWRUYV
GHSRVLWRU\ LQVWLWXWLRQ

'LYLGHQG 5HVWULFWLRQV

,Q RXU ERDUG RI GLUHFWRUV PDGH WKH GHFLVLRQ WR FRPYHQ FAHHSDVPMHQRWRWU HTHXI XUDHX
VKDUHKROGHUY DUH HQWLWOHG WR UHFHLYH GLYLGHQGY RXW RI OHJDOO\ DYDLODEOH IXQGYV

$V D /RXLVLDQDZHRWBIR VDXWMROW WR FHUWDLQ UHVWULFWLRQV RQ GLYLGHQGYV XQGHU WKt
PD\ QRW SD\ D GLYLGHQG LI L DIWHU JLYLQJ HIIHFW WR WKH GLYLGHQG ZH ZRXOG QRW EH DI
HITHFW WR WKH GLYLGHQG RXU WRWDO DVVHWYV ZRXOG EH OHVV WKDQ WKH VXP RI RXU WRWD
GLVWULEXWLRQ WR VDWLVI\ DQ\ SUHIHUHQWLDO ULJKWV XSRQ GLVVROXWLRQ RI VKDUHKROG#H
GHFODUDWLRQ RU SD\PHQW WKHUHRI ZRXOG EH FRQWUDU\ WR DQ\ UHVWULFWLRQV FRQWDLQH!
JHGHUDO 5HVHUYH WR VHUYH DV D VRXUFH RI ILQDQFLDO VWUHQJWK IRU %XVLQHVV )LUVW %D
FRPSDQ\ JHQHUDOO\ VKRXOG QRW PDLQWDLQ D UDWH RI GLYLGHQGYVY WR VKDUHKROGHUV XQOF
SURVSHFWLYH UDWH RI HDUQLQJY UHWHQWLRQ DSSHDUV FRQVLVWHQW ZLWK WKH EDQN KROG

‘H GR QRW HQJDJH LQ VHSDUDWH EXVLQHVYV DFWLYLWLHYV RI D PDWHULDO QDWXUH $V D
%XVLQHVYV )LUVW %DQN $V D /RXLVLDQDD¥EWDWWH ERQ SID \%XMLIQGHYCL WVYWJ BBDWMLFWHG E\ FHUW
IDZ %XVLQHVV )LUVW %DQN PD\ QRW GHFODUH RU SD\ FDVK RU SURSHUW\ GLYLGHQGV XQOHV\
%XVLQHVV )LUVW %DQNYV XQLPSDLUHG VXUSOXV PD\ QRW EH UHGXFHG EHORZ DV D UHVXOW
UHGHPSWLRQ RI DQ\ VKDUHV RI LWV FDSLWDO VWRFN ,Q DGGLWLRQ %XVLQHVV )LUVW %DQN P
XV LI WKH WRWDO RI bOO \HDU WR GDWH FDVK RU SURSHUW\ GLYLGHQGY GHFODUHG DQG SDL(
RU SXUFKDVH VKDUHV RI LWV FDSLWDO VWRFN ZRXOG H[FHHG WKH WRWDO RI LWV \HDU WR GD'
GHGXFWLQJ DOO RI WKH IROORZLQJ L DPRXQWY SDLG RU DFFUXHG IRU WKH SD\PHQWYV RI FDV
DFFUXHG WR UHGHHP RU SXUFKDVH VKDUHV RI %XVLQHVYV J)LUVW %DQNYfV FDSLWDO VWRFN RYH

,Q DGGLWLRQ WR /RXLVLDQD ODZ UMV IVELGMERWYR BQ\YSX WILEHNQG YL UVAG PoD Q'N&,$ % XVLQH\
SD\PHQW RI WKH GLYLGHQG ZRXOG FDXVH %XVLQHVV )LUVW %DQN WR EHFRPH XQGHUFDSLWDOL
SD\PHQW RI GLYLGHQGV E\ UHTXLULQJ WKDW %XVLQHVV )LUVW %DQN PDLQWDLQ D KLJKHU OHY
SXUSRVHV ORUHRYHU LI LQ WKH RSLQLRQ RI WKH )',& %XVLQHVV )LUVW %DQN LV HQJDJHG L¢
UHTXLUH JHQHUDOO\ DIWHU QRWLFH DQG KHDULQJ WKDW %XVLQHVV )LUVW %DQN FHDVH VXF
LQVWLWXWLRQYYV FDSLWDO EDVH WR DQ LQDGHTXDWH OHYHO ZRXOG EH DQ XQVDIH EDQNLQJ S
GHSRVLWRU\ LQVWLWXWLRQV JHQHUDOO\ VKRXOG SD\ GLYLGHQGV RQO\ RXW RI FXUUHQW RSH

7LHU FDSLWDO WR DGMXVWHG DYHUDJH WRWDO DVVHWY UDWLR RI DW OHDVW D 7LHU FD
ZHLJKWHG DVVHWYVY UDWLR RI DW OHDVW $V RI '"HFHPEHU %XVLQHVV )LUVW %DQN KDG
FDSLWDO WR ULVN ZHLJKWHG DVVHWYV RI DQG D UDWLR RI WRWDO ULVN EDVHG FDSLWDO W

7KH 'RGG )UDQN $FW DQG %DVHO ,,, GHVFULEHG EHORZ LPSRVH DGGLWLRQDO UHVWULFW




5HIXODWRU\ &DSLWDO 5HTXLUHPHQWYV

7KH )HGHUDO 5HVHUYH PRQLWRUV RXU FDSLWDO DGHTXDF\ RQ D FRQVROLGDWHG EDVLV
%DQN 7KH EDQN UHJXODWRUV XVH D FRPELQDWLRQ RI ULVN EDVHG JXLGHOLQHY DQG D OHYHU
DQG RXU EDQN DUH EDVHGITRQHWHPE®WDVHOIRQPOLRMDWHWDO IUDPHZRUN NQRZQ DV %DVHO ,,, DV
JXLGHOLQHY DUH LQWHQGHG WR PDNH UHJXODWRU\ FDSLWDO UHTXLUHPHQWY VHQVLWLYH WR 1
DFFRXQW IRU RI|l EDODQFH VKHHW H[SRVXUH DQG WR PLQLPL]H GLVLQFHQWLYHV IRU KROGLQJ
DQG FDSLWDO LV FODVVLILHG LQ RQH RI WKH IROORZLQJ WLHUV GHSHQGLQJ RQ LWV FKDUDFWI

&RPPRQ (TXLW&(7LHRDSL&MDPOFDSLWDO JHQHUDOO\ LQFOXGHVY FRPPRQ HTXLW\ VXUSOXV D
DQG FHUWDLQ RWKHU DVVHWY 7KH FDSLWDO UXOHV UHTXLUH EDQN KROGLQJ FRPSDQLHV DQG
EDQN DQG EDQN KROGLQJ FRPSDQ\ XVH D RQH WLPH HOHFWLRQ WR H[FOXGH $2&, IURP LWV UHJX

7LHU &RUH7BDBLWDSOSLWDO JHQHUDOO\ LQFOXGHV &(7 DQG TXDOLI\LQJ WUXVW SUHIHUU
DVVHWY DQG FHUWDLQ RWKHU DVVHWYV

7LHU 6XSSOHPHWBU\ RDSIWDBOJIJHQHUDOO\ LQFOXGHYV TXDOLIN\LQJ VXERUGLQDWHG GH

%DQN KROGLQJ FRPSDQLHYVY DQG EDQNV DUH DOVR FXUUHQWO\ UHTXLUHG WR FRPSO\ ZLWK
FRPSPWRU D EDQNTfYVY DV DSSOLFDEOH 7LHU FDSLWDO WR DGMXVWHG TXDUWHUO\ DYHUDJH V
D PLQLPXP 7LHU OHYHUDJH UDWLR RI IRU DOO EDQN KROGLQJ FRPSDQLHY DQG EDQNV 7R EH
DFWLRQ %XVLQHVV )LUVW %DQN PXVW PDLQWDLQ PERURRBW L&ARIU UG F WH.LY BIJ H FIWDLWR IOR YU R IP Bl & RQHND

%DVHO ,,, DQG WKHQ&X®MWDO WXKBHNGHUDO EDQN UHJXODWRUY DSSURYHG ILQDO UXOHV R
ILQDO FDSLWDO IUDPHZRUN IRU VWUHQIJWKHQLQJ LQWHUQDWLRQDO FDSLWDO VWDQGDUGYV
VXEVWDQWLDOO\ UHYLVH WKH ULVN EDVHG FDSLWDO UHTXLUHPHQWY DSSOLFDEOH WR EDQN K
ULVN EDVHG FDSLWDO UXOHV 7KH &DSLWDO 5XOHV UHYLVH WKH FRPSRQHQWYVY RI FDSLWDO DQ
&DSLWDO 5XOHYVY DOVR DGGUHVV ULVN ZHLJKWV DQG RWKHU LVVXHV DIITHFWLQJ WKH GHQRPLQD
DSSURDFK GHULYHG IURP %DVHO , ZLWK D PRUH ULVN VHQVLWLYH DSSURDFK EDVHG LQ SDUW
NQRZQ DV %DVHO ,, 7KH &DSLWDO 5XOHVY DOVR LPSOHPHQW WKH UHTXLUHPHQWY RI 6HFWLRQ
UHJXODWRUVY UXOHV 6XEMHFW WR D SKDVH LQ SHULRG IRU YDULRXV SURYLVLRQV WKH &DSLYV

8QGHU WKH %DVHO ,,, &DSLWDO 5XOHVY WKH PLQLPXP FDSLWDAQ HWIDWERSLMWIHO LWKDW (N V&R7
FDSLWDO WR ULVN ZHLJKWHG DVVHWY DQG LLL WRWDO FDSLWDO WKDW LV 7LHU FDSLWDC

7KH FXUUHQW FDSLWDO UXOHY DOVR LQFOXGH D FDSLWDO FRQVHUYDWLRQ EXIIHU GHVLJ
FRPSRVHG HQWLUHO\ RI &(7 RQ WRS RI WKHVH PLQLPXP ULVN ZHLJKWHG DVVHW UDWLRV ,Q D¢
FHUWDLQ FRYHUHG LQVWLWXWLRQV :H GR QRW H[SHFW WKH FRXQWHUF\FOLFDO FDSLWDO EXII
WR ULVN ZHLJKWHG DVVHWYV DERYH WKH PLQLPXP EXW EHORZ WKH FDSLWDO FRQVHUYDWLRQ E
ZKHQ WKH ODWWHU LV DSSOLHG ZLOO IDFH FRQVWUDLQWY RQ GLYLGHQGYVY HTXLW\ UHSXUFKEL

7KH LPSOHPHQWDWLRQ RI WK HE HDBQ VRRO- FRRVHUYDWLRQY EWIHH U OHYHO DQG ZLOO EH S

RQ HDFK VXEVHTXHQW -DQXDU\ XQWLO LW UHDFKHV RQ -DQXDU\ :KHQ IX0O0\ SK
PDLQWDLQ DQ DGGLWLRQDO FDSLWDO FRQVHUYDWLRQ EXIIHU RI Rl &(7 HIIHFWLYHO\ UHVXOV
ULVN ZHLJKWHG DVVHWV DQG LLL WRWDO FDSLWDO WR ULVN ZHLJKWHG DVVHWYV




7KH &DSLWDO 5XOHV SURYLGH IRU D QXPEHU Rl GHGXFWLRQV IURP DQG DGMXVWPHQWYV WF
FHUWDLQ GHIHUUHG WD[ DVVHWV DQG VLJQLILFDQW LQYHVWPHQWY LQ QRQ FRQVROLGDWHG IL
RI &(7 RU DOO VXFK FDWHJRULHV LQ WKH DJJUHJDWH H[FHHG RI &(7 ,PSOHPHQWDWLRQ RI W
EH SKDVHG LQ RYHU D IRXU \HDU SHULRG EHJLQQLQJ DW RQ -DQXDU\ DQG DQ DGGLWLF
KVEULG VHFXULWLHV VXFK DV WUXVW SUHIHUUHG VHFEXULWLHY IURP EHLQJ FRXQWHG DV 7LHU
ZKR KDG OHVV WKDQ ELOOLRQ LQ DVVHWYV DV RI 'HFHPEHU DQG ZKR FRQWLQXH WR KD
LVVXHG SULRU WR 0D\ DV $GGLWLRQDO 7LHU FDSLWDO XQGHU WKH &DSLWDO 5XOHV

7KH &DSLWDO 5XOHVY DOVR SUHVFULEHG D QHZ VWDQGDUGL]HG DSSURDFK IRU ULVN ZHLJK
GHULYHG FDWHJRULHYV DQG WR D PXFK ODUJHU DQG PRUH ULVN VHQVLWLYH QXPE
IRU 8 6 JRYHUQPHQW DQG DJHQF\ VHFXULWLHV WR IRU FHUWDLQ HTXLW\ H[SRVXUHV D

LWK UHVSHFW WR %XVLQHVV )LUVW %DQN WKH &DSLWDO 5XOHV DOVR UHYLVHGGBWMRIURPR
&RUUHFWLYH $FWLRQ )UDPHZRUN

‘H EHOLHYH WKDW DV REZHPWREWHXVLQHVYV )LUVW %DQN ZRXOG PHHW DOO FDSLWDO DGHTX
EDVLV DV LI VXFK UHTXLUHPHQWY ZHUH WKHQ LQ HIIHFW

ILTXLGLW\ SHTXLUHPHQWYV

+LVWRULFDOO\ WKH UHJXODWLRQ DQG PRQLWRULQJ RI EDQN DQG EDQN KROGLQJ FRPSDQ
PHDVXUHV 7KH %DVHO ,,, ILQDO IUDPHZRUN UHTXLUHVY EDQNY DQG EDQN KROGLQJ FRPSDQLHV
UHVSHFWV WR OLTXLGLW\ PHDVXUHV KLVWRULFDOO\ DSSOLHG E\ EDQNV DQG UHJXODWRUV IRL
WHVW UHIHUUHG WR DV WKH OLTXLGLW\ FRYHUDJH UDWLR RU /&5 LV GHVLIJQHG WR HQVXUH \
DVVHWYVY HTXDP/ W RS WHKWHIEQAWHW FDVK RXWIORZ IRU D GD\ WLPH KRUL]JRQ RU LI JUHDWHU
VFHQDULR 7KH RWKHU WHVW UHIHUUHG WR DV WKH QHW VWDEOH IXQGLQJ UDWLR RU 16)5 L\
EDQNLQJ HQWLWLHY RYHU D RQH \HDU WLPH KRUL]JRQ 7KHVH UHTXLUHPHQWY ZLOO LQFHQWLYL
GHEW DV D FRPSRQHQW RI DVVHWY DQG LQFUHDVH WKH XVH RI ORQJ WHUP GHEW DV D IXQGL

,Q 6HSWHPEHU WKH IHGHUDO EDQN UHJXODWRUYV DSSURYHG ILQDO UXOHV LPSOHPHQW
RUJDQL]DWLRQV ZLWK ELOOLRQ RU PRUH LQ WRWDO FRQVROLGDWHG DVVHWYV RU ELOOLRC
EDQN KROGLQJ FRPSDQLHV ZLWK DW OHDVW ELOOLRQ LQ WRWDO FRQVROLGDWHG DVVHWYV \

%XVLQHVV )JIKWWH®BBQNO 5HVHUYH DQG RWKHU IHGHUDO EDQN UHJXODWRU\ DJHQFLHV SURSRVI
BURPSW &RUUHFWLYH $FWLRQ J)UDPHZRUN

7KH )', $FW UHTXLUHV WKH IHGHUDO EDQN UHJXODWRUV WR WDNH SURPSW FRUUHFWLYH L
UHTXLUHPHQWY 7KH )', $FW HVWDEMHOKIFY S L WH G D]HIGN DD 6B WXORWHONWDSLWDOL]JHG ~ 3XQGHUF
SFULWLFDOO\ XQGHUFDSLWDOL]JHG” DQG WKH IHGHUDO EDQN UHJXODWRUY DUH UHTXLUHG WR
DFWLRQV ZLWK UHVSHFW WR LQVWLWXWLRQV WKDW DUH XQGHUFDSLWDOL]JHG VLJQLILFDQWO'
VXSHUYLVRU\ DFWLRQV GHSHQGY XSRQ WKH FDSLWDO FDWHJRU\ LQ ZKLFK WKH LQVWLWXWLRQ
DSSRLQW D UHFHLYHU RU FRQVHUYDWRU IRU DQ LQVWLWXWLRQ WKDW LV FULWLFDOO\ XQGHUF

$Q LQVWLWXWLRQ PD\ EH GRZQJUDGHG WR RU GHHPHG WR EH LQ D FDSLWDO FDWHJRU\ \
XQVRXQG FRQGLWLRQ RU LI LW UHFHLYHVY DQ XQVDWLVIDFWRV\RDSIPWQ DWIDRAMHUBRWLIOV G HW K WA
DSSO\LQJ SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV DQG WKH FDSLWDO FDWHJRU\ PD\ QR)\
IRU RWKHU SXUSRVHV

7KH &DSLWDO 5XOHV UHYLVHG WKH FXUUHQW SURPSW FRUUHGWURB XOFAWURI &S A T X DWHRH QM
RWKHU WKDQ FULWLFDOO\ XQGHUFDSLWDOL]JHG ZLWK WKH UHTXLUHG &(7 UDWLR EHLQJ IRU
HDFK FDWHJRU\ RWKHU WKDQ FULWLFDOO\ XQGHUFDSLWDOL]JHG ZLWK WKH PLQLPXP 7LHU FD¢
HOLPLQDWLQJ WKH SURYLVLRQ WKDW SURYLGHG WKDW D EDQN ZLWK D FRPSRVLWH VXSHUYLVR
5XOHV GR QRW FKDQJH WKH WRWDO ULVN EDVHG FDSLWDO UHTXLUHPHQW IRU DQ\ SURPSW FRL




$V Rl '"HFHPEHUZH DQG %XVLQHVV )LUVW %DQN ZHUH ZHOO FDSLWDOL]HG ZLWK 7LHU FDSLV
DQG UHVSHFWLYHO\ 7LHU OHYHUDJH UDWLRV RI DQG UHVSHFWLYHO\ DQG D
ZKLFK ZHQW LQWR HIIHFW RQ -DQXDU\ YRU PRUH LQIRUPDWLRQ RQ WKHVH ILQDQFLDO PHD
VHHWHP ODQWJHRARWLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2SHU

$Q LOVWLWXWLRQ WKDW LV FDWHJRUL]JHG DV XQGHUFDSLWDOL]HG VLJQLILFDQWO\ XQGHU
UHVWRUDWLRQ SODQ WR LWV DSSURSULDWH IHGHUDO EDQN UHJXODWRU 8QGHU WKH )', $FW L
DJHQF\ D EDQN KROGLQJ FRPSDQ\ PXVW JXDUDQWHH WKDW D VXEVLGLDU\ GHSRVLWRU\ LQVWL
EDQN KROGLQJ FRPSDQ\ PXVW DOVR SURYLGH DSSURSULDWH DVVXUDQFHV RI SHUIRUPDQFH 7I
FDSLWDO UHVWRUDWLRQ SODQ LV OLPLWHG WR WK B VO/HINWWH B IRWKH BIPBR®QVQ GHT XD 5 HEDWR P BH
XQGHUFDSLWDOL]HG LQVWLWXWLRQ LV DOVR JHQHUDOO\ SURKLELWHG IURP LQFUHDVLQJ LWV
HQJDJLQJ LQ DQ\ QHZ OLQH RI EXVLQHVV H[FHSW LQ DFFRUGDQFH ZLWK DQ DFFHSWHG FDSLWI
RU VLIQLILFDQWO\ XQGHUFDSLWDOL]HG DQG HLWKHU IDLO WR VXEPLW DQ DFFHSWDEOH FDSLW
QXPEHU Rl UHTXLUHPHQWY DQG UHVWULFWLRQV LQFOXGLQJ RUGHUV WR VHOO VXIILFLHQW YF
RI UHFHLSW RI GHSRVLWYVY IURP FRUUHVSRQGHQW EDQNV &ULWLFDOO\ XQGHUFDSLWDOL]HG GH
VXEMHFW WR DSSRLQWPHQW RI D UHFHLYHU RU FRQVHUYDWRU

5HVHUYH 5HTXLUHPHQWYV

3XUVXDQW WR UHJXODWLRQV RI WKH )HGHUDO 5HVHUYH DOO EDQNV DUH UHTXLUHG WR F
DGGLWLRQ UHVHUYHV PXVW EH PDLQWDLQHG RQ FHUWDLQ QRQSHUVRQDO WLPH GHSRVLWV 7]
5HVHUYH %DQN

%URNHUHG '"HSRVLWYV

7KH )', $FW UHVWULFWYV WKH XVH RI EURNHUHG GHSRVLWV E\ FHUWDLQ GHSRVLWRU\ LQVYV
LOQVWLWXWLRQ PD\ VROLFLW DQG DFFHSW UHQHZ RU UROO RYHU DQ\ EURNHUHG GHSRVLW ZLW
UHQHZ RU UROO RYHU DQ\ EURNHUHG GHSRVLW XQOHVV LW KDV DSSOLH® QRXQIBH EB $HIQNIDUDLQ M
LOQVWLWXWLRQ PD\ QRW DFFHSW UHQHZ RU UROO RYHU DQ\ EURNHUHG GHSRVLW 7KH )',& PD\
GHSRVLWRU\ LQVWLWXWLRQ ZDLYH WKH UHVWULFWLRQ RQ EURNHUHG GHSRVLWYV XSRQ D ILC
SUDFWLFH ZLWK UHVSHFW WR VXFK LQVWLWXWLRQ $ GHSRVLWRU\ LQVWLWXWLRQ WKDW LV DC(
DQ LQWHUHVW UDWH RQ DQ\ GHSRVLW LQ H[FHVV RI EDVLV SRLQWYV RYHU FHUWDLQ SUHYDLO

&RQFHQWUDWHG &RPPHUFLDO 5HDO (VWDWH /HQGLQJ *XLGDQFH

7KH IHGHUDO EDQNLQJ DJHQFLHV LQFOXGLQJ WKH )',& KDYH SURPXOJDWHG JXLGDQFH JR
OHQGLQJ 7KH JXLGDQFH SURYLGHV WKDW D EDQN KDV D FRQFHQWUDWLRQ LQ FRPPHUFLDO UH
ODQG UHSUHVHQW RU PRUH RI WRWDO FDSLWDO RU VORW D & VUHESHRQUUWVIHDEO OSRDRBVH W MWAOHWH B QB
GHYHORSPHQW DQG RWKHU ODQG UHSUHVHQW RU PRUH RI WRWDO FDSLWDO DQG WKH EDQN*
PRQWKY 2ZQHU RFFXSLHG FRPPHUFLDO UHDO HVWDWH ORDQV DUH H[FOXGHG IURP WKLV VHFRI
PDQDJHPHQW SUDFWLFHVY WKDW DGGUHVV WKH IROORZLQJ NH\ HOHPHQWYV LQFOXGLQJ ERDUG
XQGHUZULWLQJ VWDQGDUGY ULVN DVVHVVPHQW DQG PRQLWRULQJ WKURXJK PDUNHW DQDO\V
OHYHO RI FRPPHUFLDO UHDO HVWDWH OHQGLQJ




(IDPLQDWLRQ DQG ([DPLQDWLRQ )HHV

7KH )',& SHULRGLFDOO\ H[DPLQHV DQG HYDOXDWHY VWDWH QRQ PHPEHU EDQNV %DVHG R
WR UHYDOXH LWV DVVHWY DQG HVWDEOLVK VSHFLILF UHVHUYHW DWR/ RS HQW DDADHS W K DMK R | G
DOVR FRQGXFWV H[DPLQDWLRQV RI VWDWH EDQNV EXW PD\ DFFHSW WKH UHVXOWV RI D IHGHUL
/IRXLVLDQD 2), PD\ HOHFW WR FRQGXFW D MRLQW H[DPLQDWLRQ 7KH /RXLVLDQD 2), FKDUJHV IF
IHHV LQ WKH IRUP RI GHSRVLW LQVXUDQFH SUHPLXPV GLVFXVVHG EHORZ 7KH 'RGG )UDQN $F

'"HSRVLW ,QVXUDQFH $VVHVVPHQWYV

$V DQ )',& LOVXUHG EDQN %XVLQHVV )LUVW %DQN PXVW SD\ GHSRVLW LQVXUDQFH DVVH'
HTXLW\ $V DQ LQVWLWXWLRQ ZLWK OHVV WEKD @V V H\ORH@RW UQ VDINY DWW  BOXMMA @ HR\QVL YAROVURL WD |
)',&TV GHSRVLW LQVXUDQFH IXQG ,QVWLWXWLRQV FODVVLILHG DV KLJKHU ULVN SD\ DVVHVVP
ELOOLRQ RU PRUH LQ DVVHWYV WKH )',& XVHV D SHUIRUPDQFH VFRUH DQG D ORVV VHYHULW\ V
)',& XVHV D EDQNYVY FDSLWDO OHYHO DQG UHJXODWRU\ VXSHUYLVRU\ UDWLQJYV DQG FHUWDLQ
IXQGLQJ UHODWHG VWUHVV 7KH )',& DOVR KDV WKH DELOLW\ WR PDNH GLVFUHWLRQDU\ DGMX
FDSWXUHG LQ WKH FDOFXODWLRQV ,Q DGGLWLRQ WR RUGLQDU\ DVVHVVPHQWY GHVFULEHG D

,Q UHFHQMKH\HD&UIW @HSRVLW LQVXUDQFH IXQG KDV EHHQ XQGHUIXQGHG DQG WKH )',& KD
LOQVWLWXWLRQV GXULQJ UHFHQW \HDUV WR UDLVH IXQGV 8QGHU WKH 'RGG J)UDQN $FW WKH P
WRWDO DPRXQW RI LQVXUHG GHSRVLWV ,Q 2FWREHU WKH )',& DGRSWHG D UHVWRUDWLRQ
UHTXLUHG E\ WKH 'RGG JUDQN $FW $W OHDVW VHPL DQQXDOO\ WKH )',& ZLOO XSGDWH LWV OR
DVVHVVPHQW UDWHV IROORZLQJ QRWLFH DQG FRPPHQW UXOHPDNLQJ LI UHTXLUHG

8QGHU WKH )', $FW WKH )',& PD\ WHUPLQDWH GHSRVLW LQVXUDQFH XSRQ D ILQGLQJ WKD
XQVRXQG FRQGLWLRQ WR FRQWLQXH RSHUDWLRQV RU KDV YLRODWHG DQ\ DSSOLFDEOH ODZ |

&RQWLQXHG DFWLRQ E\ WKH )',& WR UHSOHQLVK WKH '"HSRVLW ,QVXUDQFH )XQG DV ZHOO
UDWHV % XVLQHVV )LUVW %DQN PD\ EH DEOH WR SDVV SDUW RU DOO RI WKLV FRVW RQ WR LW\
GHSRVLWRUV GHSHQGLQJ RQ PDUNHW FRQGLWLRQV

BHUPLWWHG $FWLYLWLHY DQG ,QYHVWPHQWYV E\ )LQDQFLDO +ROGLQJ &RPSDQLHV

7KH %+& $FW JHQHUDOO\ SURKLELWY D ILQDQFLDO KROGLQJ FRPSDQ\ IURP HQJDJLQJ GLU}
EDQNV H[FHSW IRU DFWLYLWLHY GHWHUPLQHG E\ WKH )HGHUDO 5HVHUYH WR EH VR FORVHO\ L

$FWLYLWLHV WKDW WKH )HGHUDO 5HVHUYH %RDUG KDV IRXQG WR EH VR FORVHO\ UHODW
" IDFWRULQJ DFFRXQWV UHFHLYDEOH

" PDNLQJ DFTXLULQJ EURNHULQJ RU VHUYLFLQJ ORDQV DQG XVXDO UHODWHG DFWLYL
" OHDVLQJ SHUVRQDO RU UHDO SURSHUW\

" RSHUDWLQJ D QRQEDQN GHSRVLWRU\ LQVWLWXWLRQ VXFK DV D VDYLQJV DVVRFLD
" WUXVW FRPSDQ\ IXQFWLRQV

" ILQDQFLDO DQG LQYHVWPHQW DGYLVRU\ DFWLYLWLHYV

" FRQGXFWLQJ GLVFRXQW VHFXULWLHY EURNHUDJH DFWLYLWLHYV




" XQGHUZULWLQJ DQG GHDOLQJ LQ JRYHUQPHQW REOLJDWLRQV DQG PRQH\ PDUNHW L(C
" SURYLGLQJ VSHFLILHG PDQDJHPHQW FRQVXOWLQJ DQG FRXQVHOLQJ DFWLYLWLHV

" SHUIRUPLQJ VHOHFWHG GDWD SURFHVVLQJ VHUYLFHY DQG VXSSRUW VHUYLFHV

" DFWLQJ DV DJHQW RU EURNHU LQ VHOOLQJ FUHGLW OLIH LQVXUDQFH DQG RWKHU W\
" SHUIRUPLQJ VHOHFWHG LQVXUDQFH XQGHUZULWLQJ DFWLYLWLHV

BURYLVLRQV RI WKH *UDPP /HDFK %OLOH\ $FW H[SDQGHG WKH SHUPLVVLEOH DFWLYLWLHV
KROGLQJ FRPSDQ\ 8QGHU WKH UHJXODWLRQV LPSOHPHQWLQJ WKH *UDPP /HDFK %OLOHR\NKDWQFDI
QDWXUH” RU LQFLGHQWDO RU FRPSOHPHQWDU\ WR ILQDQFLDO DFWLYLW\ $PRQJ RWKHU WKLQJ
ILQDQFLDO KROGLQJ FRPSDQ\ PXVW EH DQG UHPDLQ DW DOO WLPHV *ZHOO FDSLWDOL]HG  DQG ¢

BULYDF\ DQG 6HFXULW\

JHGHUDO ODZ HVWDEOLVKHV D PLQLPXP IHGHUDO VWDQGDUG RI ILQDQFLDO SULYDF\ E\ DI
UHVSHFW WR FRQVXPHU LQIRUPDWLRQ DQG VHWWLQJ IRUWK FHUWDLQ UXOHV ZLWK UHVSHFW '
GLVVHPLQDWHG SULYDF\ SROLFLHV SXUVXDQW WR DSSOLFDEOH ODZ 5HJXODWLRQV DGRSWHG
FXVWRPHU LQIRUPDWLRQ DQG UHTXLUH QRWLFH WR UHJXODWRUVY DQG LQ VRPH FDVHV WR F:
FRQFHUQLQJ ILQDQFLDO SULYDF\ DQG UHTXLULQJ QRWLILFDWLRQ RI VHFXULW\ EUHDFKHYV

$QWL ORQH\ /DXQGHULQJ 5HTXLUHPHQWYV

8QGHU IHGHUDO ODZ LQFOXGLQJ WKH %DQN 6HFUHF\ $FW DQG WKH 3$75,27 $FW FHUWDLC
PDLQWDLQ DQWL PRQH\ ODXQGHULQJ SURJUDPY WKDW LQFOXGH HVWDEOLVKHG LQWHUQDO SR(
WUDLQLQJ SURJUDP DQG WHVWLQJ Rl WKH SURJUDP E\ DQ LQGHSHQGHQW DXGLW IXQFWLRQ $
HQIRUFHPHQW DJHQFLHY DQG LQWHOOLJHQFH FRPPXQLWLHY WR ZRUN WRJHWKHU WR FRPEDW \
VSHFLILHG ILQDQFLDO WUDQVDFWLRQV DQG DFFRXQW UHODWLRQVKLSY DQG PXVW PHHW HQKD
WKHLU GHDOLQJV ZLWK QRQ 8 6 ILQDQFLDO LQVWLWXWLRQV DQG QRQ 8 6 FXVWRPHUV )LQDC
UHODWLRQVKLSY WR JXDUG DJDLQVW PRQH\ ODXQGHULQJ DQG WR UHSRUW DQ\ VXVSLFLRXV LC
LOQOVWLWXWLRQV IRU FRPSOLDQFH ZLWK WKHVH RE ®IQWW PR QW \DMIEX Y& HU IPXY WRPBQYDR@FH 2 KHL
E\ WKH LQVWLWXWLRQ LQFOXGLQJ DSSOLFDWLRQV IRU EDQNLQJ PHUJHUV DQG DFTXLVLWLRQ)
VDQFWLRQV DJDLQVW LQVWLWXWLRQV IRXQG WR EH YLRODWLQJ WKHVH REOLJDWLRQV

2IILFH Rl )RUHLJQ RWWWHRPIWURY UHVSRQVLEOH IRU KHOSLQJ WR LQVXUH WKDW 8 6 HQ'
DV GHILQHG E\ YDULRXV H[HFXWLYH RUGHUV E\ WKH 3UHVLGHQW RI WKH 8QLWHG 6WDWHYV DQ!
RI DLGLQJ KDUERULQJ RU HQJDJLQJ LQ WHUURULVW DFWV NQRZQ DV 6SHFLDOO\ 'HVLIQDWHG
WUDQVDFWLRQ DFFRXQW RU ZLUH WUDQVIHU WKDW LV RQ DQ 2)$& OLVW ZH RU %XVLQHVV )LU
DQG QRWLI\ WKH DSSURSULDWH DXWKRULWLHYV

&RQVXPHU /DZV DQG 5HIXODWLRQV

%DQNV DQG RWKHU ILQDQFLDO LQVWLWXWLRQV DUH VXEMHFW WR QXPHURXV ODZV DQG L
LQFOXGH DPRQJ RWKHUV ODZV UHJDUGLQJ XQIDLU DQG GHFHSWLYH DFWV DQG SUDFWLFHV D
VWDWHY DQG ORFDO MXULVGLFWLRQV KDYH FRQVXPHU SURWHFWLRQ ODZV DQDORJRXV DQG L¢(
ZKLFK ILQDQFLDO LQVWLWXWLRQV GHDO ZLWK FXVWRPHUV ZKHQ WDNLQJ GHSRVLWYV PDNLQJ (
UHJXODWLRQV FRXOG JLYH ULVH WR UHJXODWRU\ VDQFWLRQV FXVWRPHU UHVFLVVLRQ ULJKW\




YHGHUDO /DZV $SSOLFDEOH TKR{ SORDA)L WSHUDAWLIRRQWLRRQ % XVLQHVYV )LUVW %DQN DUH DOVR
WUDQVDFWLRQV LQFOXGLQJ DPRQJ RWKHUV WKH

"

7UXWK ,Q /HQGLQJ $FW JRYHUQLQJ GLVFORVXUHV RI FUHGLW WHUPV WR FRQVXPHU

+RPH ORUWJDJH 'LVFORVXUH $FW RI UHTXLULQJ ILQDQFLDO LQVWLWXWLRQV WR S
ZKHWKHU D ILQDQFLDO LQVWLWXWLRQ LV IXOILOOLQJ LWV REOLJDWLRQ WR KHOS PHI

(TXDO &UHGLW 2SSRUWXQLW\ $FW SURKLELWLQJ GLVFULPLQDWLRQ RQ WKH EDVLV RI
)DLU &UHGLW 5HSRUWLQJ $FW RI JRYHUQLQJ WKH XVH DQG SURYLVLRQ RI LQIRUP
)DLU '"HEW &ROOHFWLRQ $FW JRYHUQLQJ WKH PDQQHU LQ ZKLFK FRQVXPHU GHEWYV P

WKH 5HDO (VWDWH 6 HWWOHPHQWQIURHIGKUNWIIRFWLYH ERUURZHUYV FHUWDLQ GLVFOF
IRXU IDPLO\ PRUWJDJH ORDQV

6HUYLFH OHPEHUV &LYLO 5HOLHI $AW ZK 6K ORUIQEG B GYW® 5 16 @ DKEIL SIFOW R | JRYHUQL
XQGHUO\LQJ VHFXUHG REOLJDWLRQV RI SHUVRQV LQ PLOLWDU\ VHUYLFH

OLOLWDU\ /HQGLQJ $FW ZKLFK SURYLGHV H[SDQGHG SURWHFWLRQV WR DFWLYH GXW
WUDQVDFWLRQV DQG

WKH UXOHVY DQG UHJXODWLRQV RI WKH YDULRXV IHGHUDO DJHQFLHYV FKDUJHG ZLWK
FRQWLQXH WR EH H{WHQVLYHO\ DPHQGHG DQG UHYLVHG

JHGHUDO /DZV $SSOLFDEOH $PRQH SRWKWU2CGB DD WRRBQWHIXODWLRQV WKH GHSRVLW RSHUI
IHGHUDO ODZV DQG WKHLU UHODWHG UHJXODWLRQV

”

WKH 5LJKW WR )LQDQFLDO 3ULYDF\ $FW ZKLFK LPSRVHV D GXW\ WR PDLQWDLQ FRQIL
FRPSO\LQJ ZLWK DGPLQLVWUDWLYH VXESRHQDV RI ILQDQFLDO UHFRUGYV

WKH (OHFWURQLF )XQGV 7UDQVIHU $FW ZKLFK JRYHUQV DXWRPDWLF 1GHISIRKWVWV &Y QUERC
DULVLQJ IURP WKH XVH RI DXWRPDWHG WHOOHU PDFKLQHY DQG RWKHU HOHFWURQLF

WKH ([SHGLWHG )XQGV $YDLODELOLW\ $FW ZKLFK VWDQGDUGL]HY¥ X\RD B |SGHSE RGVW R

7UXWK LQ 6DYLQJV $FW ZKLFK UHTXLUHV XQLIRUP GLVFORVXUH Rl WHUPV DQG FRQG
QHZ VDYLQJV DFFRXQW DQG

WKH UXOHV DQG UHJXODWLRQVY RI WKH YDULRXV IHGHUDO DJHQFLHY FKDUJHG ZLWK
H[WHQVLYHO\ DPHQGHG DQG UHYLVHG

7KH &RPPXQLW\ 5GHLQYHVWPHQW $FW

7KH &RPPXQLW\ 5GHLQYHVWPHQW $FW RU WKH &5% LV LQWHQGHG WR HQFRXUDJH EDQNV W
PRGHUDWH LQFRPH QHLJKERUKRRGV FRQVLVWHQW ZLWK VDIH DQG VRXQG RSHUDWLRQV 7KH
UHTXLUHVY EDQN UHJXODWRUMWRH¥FBRNE LQWRIBWERI QWA QRHHE®WYRI LWV FRPPXQLW\ ZKHQ FRC
DSSOLFDWLRQV WR HVWDEOLVK D EUDQFK RU WR FRQGXFW FHUWDLQ PHUJHUV RU DFTXLVLWLEK
FRQWUROOHG EDQNV ZKHQ FRQVLGHULQJ DQ DSSOLFDWLRQ E\ WKH EDQN KROGLQJ FRPSDQ\ WI




'KHQ %XVLQHVV J)LUVW DSSOLHV IRU UHJXODWRU\ DSSURYDO WR PDNH FHUWDLQ LQYHVWFP
%XVLQHVV J)LUVW %DQN $Q XQVDWLVIDFWRU\ &5$ UHFRUG FRXOG VXEVWDQWLD@®O\D&/NGDVBES
LOQVWLWXWLRQYfV UHFRUG LV PDGH DYDLODEOH WR WKH SXEOLF 7KH )',& FRQGXFWHG LWV PRVW
DQ 32XWVWDQGLQJ" UDWLQJ

,Q DGGLWLRQ IHGHUDO ODZ UHTXLUHV WKH GLVFORVXUH RI DJUHHPHQWY UHDFKHG ZLWK
GHVLIJQHG WR LPSURYH WKH GHOLYHU\ RI ILQDQFLDO VHUYLFHV WR FRQVXPHUV ZKLOH PDLQWD

JHGHUDO +RPH /RDQ %DQN 6\VWHP

%XVLQHVV J)LUVW %DQBQODN B HMEHAKRFKVKWH RQH Rl WKH UHJLRQDO )+/%fV FRPSRVLQJ WK
IDFLOLW\ SULPDULO\ IRU LWV PHPEHU LQVWLWXWLRQV DV ZHOO DV RWKHU HQWLWLHY LQYROYH
FROODWHUDO $V D PHPEHU RI WKH )+/% Rl 'DOODV %XVLQHVV )LUVW %DQN LV UHTXLUHG WR DF

&KDQJHV LQ /DZV 5HIJXODWLRQV RU 3ROLFLHV

&RQJIJUHVV DQG VWDWH OHJLVODWXUHYV PD\ LQWURGXFH IURP WLPH WR WLPH PHDVXUHV RI
DGGLWLRQ IHGHUDO DQG VWDWH UHJXODWRU\ DJHQFLHY DOVR SHULRGLFDOO\ SURSRVH DQG
DSSOLHG 6XFK FKDQJHV FRXOG LQFUHDVH RU GHFUHDVH WKH FRVW RI GRLQJ EXVLQHVV OLPL
ILODQFLDO LQVWLWXWLRQV DOO RI ZKLFK FRXOG DGYHUVHO\ DIITHFW RXU LQYHVWPHQW RSSR
ZKHWKHU SRWHQWLDO OHJLVODWLRQ ZLOO EH HQDFWHG DQG LI HQDFWHG WKH HIIHFW WKDW
RSHUDWLRQV

(IIHFW RQ (FRQRPLF (QYLURQPHQW

7KH SROLFLHV Rl UHJXODWRU\ DXWKRULWLHYV LQFOXGLQJ WKH PRQHWDU\ SROLF\ Rl WKH
FRPSDQLHV DQG WKHLU VXEVLGLDULHV $PRQJ WKH PHDQV DYDLODEOH WR WKH JHGHUDO 5HVH
FKDQJHV LQ WKH GLVFRXQW UDWH RQ PHPEHU EDQN ERUURZLQJV DQG FKDQJHV LQ UHVHUYH L
FRPELQDWLRQV WR LQIOXHQFH RYHUDOO JURZWK DQG GLVWULEXWLRQ RI EDQN ORDQV LQYHV
GHSRVLWV )HGHUDO 5HVHUYH PRQHWDU\ SROLFLHY KDYH PDWHULDOO\ DIIHFWHG WKH RSHUDV
IXWXUH :H FDQQRW SUHGLFW WKH QDWXUH RI IXWXUH PRQHWDU\ SROLFLHV DQG WKH HIIHFW

,7(0 $ 5LVN )DFWRUYV

,Q HYDOXDWLQJ RXU EXVLQHVV \RX VKRXOG FRQVLGHU FDUHIXOO\ WKH IDFWRUV GHVFUI
DGYHUVHO\ DITHFW RXU EXVLQHVY SURVSHFWV ILQDW FL®X0 FRROXCD GV DROY RUHR/XWVIVGH B IWVRKSH B D X
RI' lRUZDUG ORRNLQJ VWDWHPHQWY HOVHZKHUH LQ WKLV 5HSRUW

5LVNV 5HODWLQJ WR RXU %XVLQHVV
‘H PD\ QRW EH DEOH WR DGHTXDWHO\ PHDVXUH DQG OLPLW RXU FUHGLW ULVN ZKLFK FR:

7KH EXVLQHVV RI OHQGLQJ LV LQKHUHQWO\ ULVN\ LQFOXGLQJ ULVNV WKDWR W KK B WL YKLHS |
FROODWHUDO VXSSRUWLQJ WKH ORDQ ZLOO EH LQVXIILFLHQW WR FRYHU RXU RXWVWDQGLQJ ¢
ORFDO UHJLRQDO DQG QDWLRQDO PDUNHW DQG HFRQRPLF FRQGLWLRQV 2XU ULVN PDQDJHPH(
DQG RXU FUHGLW DSSURYDO SUDFWLFHY PD\ QRW DGHTXDWHO\ UHGXFH FUHGLW ULVN DQG R
FKDQJHV LQ HFRQRPLF RU DQ\ RWKHU FRQGLWLRQV DIIHFWLQJ FXVWRPHUY DQG WKH TXDOLW\ |
EXVLQHVVHV WKDW PD\ EH OHVV DEOH WR ZLWKVWDQG FRPSHWLWLYH HFRQRPLF DQG ILQDQFL
DVVRFLDWHG ZLWK RXU ORDQ SRUWIROLR FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU




2XU DOORZDQFH IRU ORDQ ORVVHV PD\ SURYH WR EH LQVXIILFLHQW WR DEVRUE ORVVHV I
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

‘H PDLQWDLQ DQ DOORZDQFH IRU ORDQVORXEBHRH\YMDRI SHREDEBG@W\R P DD DHPGH QWV NV LQF

RXU DOORZDQFH IRU ORDQ ORVVHV WRWDOHG PLOOLRQ ZKLFK UHSUHVHQWY DSSUR[LPD
PDQDJHPHQWfV FRQWLQXLQJ HYDOXDWLRQ RI JHQHUDO HFRQRPLF FRQGLWLRQV GLYHUVLILFD'
SUREOHPV GHOLQTXHQF\ OHYHOV DQG DGHTXDF\ RI FROODWHUDO 7KH GHWHUPLQDWLRQ RI W
UHTXLUHV XV WR PDNH VLJQLILFDQW HVWLPDWHV Rl DQG DVVXPSWLRQV UHJDUGLQJ FXUUHQW
PDQDJHPHQW DVVXPSWLRQV GHWHULRUDWLRQ RI HFRQRPLF FRQGLWLRQV DIIHFWLQJ ERUURZH
SUREOHP ORDQV DFTXLVLWLRQ RI SUREOHP ORDQV DQG RWKHU IDFWRUV ERWK ZLWKLQ DQG ¥
RXU UHJXODWRUV DV DQ LQWHJUDO SDUW Rl WKHLU SHULRGLF H[DPLQDWLRQ UHYLHZ RXU PH\
XV WR PDNH DGGLWLRQV WR WKH DOORZDQFH EDVHG RQ WKHLU MXGJPHQWY DERXW LQIRUPDWL
SHULRGV H[FHHG WKH DPRXQWY DOORFDWHG WR WKH DOORZDQFH IRU ORDQ ORVVHV ZH PD\ Q
ORVVHV )LQDOO\ WKH PHDVXUH RI RXU DOORZDQFH IRU ORDQ ORVVHV LV GHSHQGHQW RQ Wk
%RDUG UHFHQWO\ LVVXHG D QHZ FUHGLW LPSDLUPHQW PRGHO WKH &XUUHQW ([SHFWHG &UHGLW
PD\ FKRRVH WR DGRSW &(&/ RQ -DQXDU\ RU PD\ EH HQFRXUDJHG WR E\ RXU UHJXODWRUYV
FUHGLW ORVVHV DW RULJLQDWLRQ IRU WKH OLIHWLPH Rl WKH ORDQ DV RSSRVHG WR UHVHUYL
GHWHULRUDWLRQ ZRXOG EH UHIOHFWHG LQ WKH LQFRPH VWDWHPHQW LQ WKH SHULRG RI RULJ
GHWHULRUDWLRQ RU LPSURYHPHQW UHIOHFWHG LQ WKH SHULRGV LQ ZKLFK WKH H[SHFWDWLRQ
LQFUHDVH WKHLU DOORZDQFHV IRU ORDQ ORVVHV ORUHRYHU WKH &(&/ PRGHO OLNHO\ ZRXOG F
PDWHULDOO\ LQFUHDVH RXU OHYHO RI DOORZDQFH IRU ORDQ ORVVHV IRU DQ\ UHDVRQ VXFK L

‘H UHO\ KHDYLO\ RQ RXU H[HFXWLYH PDQDJHPHQW WHDP DQG RWKHU NH\ HPSOR\HHV DQ(
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU VXFFHVV GHSHQGY LQ ODUJH SDUW RQ WKH SHUIRUPDQFH RI RXU NH\ SHUVRQQHO D\
PLGGOH PDQDJHPHQW DQG RRKSHWLNLIOROH GRHPISORORMNVHY LV LQWHQVH DQG WKH SURFHVV RI (
DWWULEXWHV UHTXLUHG WR H[HFXWH RXU EXVLQHVYVY SODQ PD\ EH OHQJWK\ :H PD\ QRW EH VX
PRUH RI RXU NH\ SHUVRQQHO FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV JL’
GLIILFXOW\ RI SURPSWO\ ILQGLQJ TXDOLILHG UHSODFHPHQW SHUVRQQHO ,I| WKH VHUYLFHV RI
LGHQWLI\ DQG KLUH TXDOLILHG SHUVRQVY RQ WHUPVY DFFHSWDEOH WR XV RU DW DOO ZKLFK F
RSHUDWLRQV

2XU DELOLW\ WR UHWDLQ EDQNHUV DQG UHFUXLW DGGLWLRQDO VXFFHVVIXO EDQNHUV LV
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHI

2XU DELOLW\ WR UHWDLQ DQG JURZ RXU ORDQV GHSRVLWYVY DQG IHH LQFRPH GHSHQGV X!
VNLOOV RI RXU EDQNHUV I ZH ZHUH WR ORVH WKH VHUYLFHV RI DQ\ RI RXU EDQNHUV LQFOXG
FRPSHWLWRU RU RWKHUZLVH ZH PD\ QRW EH DEOH WR UHWDLQ YDOXDEOH UHODWLRQVKLSV D

2XU JURZWK VWUDWHJ\ DOVR UHOLHV RQ RXU DELOLW\ WR DWWUDFW DQG UHWDLQ DGGLW
GHVLUHG FDOLEHU LQFOXGLQJ DV D UHVXOW RI FRPSHWLWLRQ IURP RWKHU ILQDQFLDO LQVWLV
UHVRXUFHY DQG PD\ EH DEOH WR RIIHU PRUH DWWUDFWLYH FRPSHQVDWLRQ SDFNDJHV DQG El
VLIJQLILFDQW WLPH DQG UHVRXUFHV RQ WUDLQLQJ LQWHJUDWLRQ DQG EXVLQHVYV GHYHORSPH(
DUH XQDEOH WR DWWUDFW DQG UHWDLQ VXFFHVVIXO EDQNHUV RU LI RXU EDQNHUV IDLO WR P
H[HFXWH RXU EXVLQHVY VWUDWHJ\ ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU




:H PD\ IDLO WR JURZ RU PDQDJIJHZREXBFKIRZWX KDY W ILPMHWMORMNULDO DGYHUVH HIITHFW RQ RXU
VWUDWHJ\

‘H PD\ QRW EH DEOH WR VXVWDLQ RXU KLVWRULFDO UDWH RI JURZWK RU FRQWLQXH WR J
JRYHUQPHQW LQWHUYHQWLRQ LQ WKH FUHGLW KRVMWHRWUYFD® RPDYEHQG V| NIUFROMK IRV XN MR AR Q)
PDQDJH RXU JURZWK HIIHFWLYHO\ FRXOG DGYHUVHO\ DIIHFW RXU DELOLW\ WR VXFFHVVIXOO\ L
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV Rl RSHUDWLRQV

'LIILFXOW PDUNHW FRQGLWLRQV DQG HFRQRPLF WUHQGY KDYH DGYHUVHO\ DIIHFWHG WKF
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

‘H DUH RSHUDWLQJ LQ D FKDOOHQJLQJ DQG XQFHUWDLQ HFRQRPLF HQYLUR®KHWQV) GLXYRDX
$OWKRXJK HFRQRPLF FRQGLWLRQV KDYH LPSURYHG LQ UHFHQW \HDUV ILQDQFLDO LQVWLWXWI
VRPH SDUWV Rl WKH FRXQWU\ DQG XQFHUWDLQ UHJXODWRU\ DQG LQWHUHVW UDWH FRQGLWLF
FRPPHUFLDO UHDO HVWDWH PDUNHW LQ /RXLVLDQD &RQVHTXHQWO\ ZH DUH DIIHFWHG E\ UHOD'

2XU DELOLW\ WR DVVHVV WKH FUHGLWZRUWKLQHVV RI FXVWRPHUVY DQG WR HVWLPDWH WK
HFRQRPLF FRQGLWLRQV 2XU ULVN PDQDJHPHQW SUDFWLFHV VXFK DV PRQLWRULQJ WKH FRQF
QRW DGHTXDWHO\ UHGXFH FUHGLW ULVN DQG RXU FUHGLW DGPLQLVWUDWLRQ SHUVRQQHO S
FRQGLWLRQV DIIHFWLQJ FXVWRPHUY DQG WKH TXDOLW\ RI WKH ORDQ SRUWIROLR $QRWKHU Q
EH\RQG WKRVH ZKLFK DUH SURYLGHG IRU LQ RXU DOORZDQFH IRU ORDQ ORVVHVY DQG UHVXOW

" LQFUHDVHV LQ ORDQ GHOLQTXHQFLHV

" LQFUHDVHV LQ QRQSHUIRUPLQJ DVVHWY DQG IRUHFORVXUHYV

" GHFUHDVHV LQ GHPDQG IRU SURGXFWYV DQG VHUYLFHV ZKLFK FRXOG DGYHUVHO\ DI
" GHFUHDVHV LQ WKH YDOXH RI WKH FROODWHUDO VHFXULQJ M XAR 0RRDN\Q JHYVBHH DA

:KLOH HFRQRPLF FRQGLWLRQV LQ /RXLVLDQD DQG WKH 8 6 FRQWLQXH WR VKRZ VLJQV RI
LPSUBYHRQWLQXHG GHFOLQH LQ RLO DQG JDV SULFHV RU D UHVXPSWLRQ RI GHFOLQHV LQ UHD!
WKH XQFHUWDLQ HFRQRPLF HQYLURQPHQW LQFOXGLQJ MRE ORVVHV FRXOG KDYH D PDWHULD!
DGYHUVH HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

$ ODUJH SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI FRPPHUFLDO ORDQV VHFXU
LQFUHDVH RXU H[SRVXUH WR IXWXUH SUREDEOH ORVVHYV

$V RI '"HFHPEHUDSSUR[LPDWHO\ PLOOLRQ RU DSSUR[LPDWHO\ RI RXU WRWDO ORDQ)\
EXVLQHVVHY FROODWHUDOL]JHG E\ JHQHUDO EXVLQHVYV DVVHWYV LQFOXGLQJ DPRQJ RWKHU WK
DUH WASLFDOO\ ODUJHU LQ DPRXQW WKDQ ORDQV WR LQGLYLGXDO FRQVXPHUY DQG WKHUHIRL
ERUURZHUV DUH RIWHQ KLJKO\ OHYHUDJHG DQG KDYH LQFRQVLVWHQW KLVWRULFDO HDUQLQJ
FROOHFWDELOLW\ DVVRFLDWHG ZLWK WKRVH EXVLQHVV DVVHWY UHVXOWLQJ LQ LQDGHTXDWH
FKDUJH RIIV UHODWHG WR RXU FRPPHUFLDO DQG LQGXVWULDO ORDQ SRUWIROLR FRXOG KDYH

7KH VPDOO WR PHGLXP VL]HG EXVLQHVVHV WKDW ZH OHQG WR PD\ KDYH IHZHU UHVRXWFH
DELOLW\ WR UHSD\ D ORDQ DQG VXFK LPSDLUPHQW FRXOG KDYH D PDWHULDO DGYHUVH HIIHF

‘H IRFXV RXU EXVLQHVV GHYHORSPHQW DQG PDUNHWLQJ VWUDWHJ\ SULPDULO\ RQ VPDOO
VPDOOHU PDUNHW VKDUHV WKDQ WKHLU FRPSHWLWLRQ PD\ EH PRUH YXOQHUDEOH WR BI@& QPFOR
H[SHULHQFH VXEVWDQWLDO YRODWLOLW\ LQ RSHUDWLQJ UHVXOWYVY DQ\ Rl ZKLFK PD\ LPSDLU D
EXVLQHVV RIWHQ GHSHQGYV RQ WKH PDQDJHPHQW VNLOOV WDOHQWY DQG HIIRUWV RI RQH RU
PRUH RI WKHVH SHRSOH FRXOG KDYH D PDWHULDO DGYHUVH LPSDFW RQ WKH EXVLQHVV DQG L)\
ZKLFK ZH RSHUDWH DQG VPDOO WR PHGLXP VL]HG EXVLQHVVHY DUH DGYHUVHO\ DIIHFWHG RU
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG Ut




%HFDXVH D VLIQLILFDQW SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI UHDO HVW
OLTXLGLW\ FRXOG LPSDLU WKHRXDBXE RV ¥R WGIDAVRIUDO DVHF YHVEDW LQ ORDQ DQG RWKHU OR)

$V Rl '"HFHPEHU PLOOLRQ RU RI RXU WRWDO ORDQV KHOG IRU LQYHVWPHQW ZDV F
FRPSRQHQW RI FROODWHUDO $V D UHVXOW DGYHUVH GHYHORSPHQWYV DIIHFWLQJ UHDO HVWD
ORDQ SRUWIROLR 5HDO HVWDWH YDOXHV LQ PDQ\ /RXLVLDQD PDUNHWYV KDYH H[SHULHQFHG SH
VLIJQLILFDQWO\ LQ D VKRUW SHULRG RI WLPH $GYHUVH FKDQJHV DIIHFWLQJ UHDO HVWDWH YD
FUHGLW ULVN DVVRFLDWHG ZLWK RXU ORDQ SRUWIROLR DQG FRXOG UHVXOW LQ ORVVHV WKD
LQ WKH HFRQRP\ DIIHFWLQJ UHDO HVWDWH YDOXHV DQG OLTXLGLW\ LQ RXU PDUNHW DUHDV FR
DELOLW\ WR VHOO WKH FROODWHUDO XSRQ IRUHFORVXUH ZLWKRXW D ORVV RU DGGLWLRQDO ¢
FRXOG UHVXOW LQ ORVVHY RQ VXFK ORDQV 6XFK GHFOLQHV DQG ORVVHV FRXOG KDYH DQ DG
YDOXHV GHFOLQH LW LV DOVR PRUH OLNHO\ WKDW ZH ZRXOG EH UHTXLUHG WR LQFUHDVH RXU
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

2XU FRPPHUFLDO UHDO HVWDWH SRUWIROLR H[SRVHV XV WR FUHGLW ULVNV WKDW FRXOC

$V RI '"HFHPEHUDSSUR[LPDWHO\ PLOOLRQ RU Rl RXU ORDQ SRUWIROLR LV VHFXUHG
LQYROYH UHSD\PHQW GHSHQGHQW XSRQ LQFRPH JHQHUDWHG RU H[SHFWHG WR EH JHQHUDW#}
DQG GHEW VHUYLFH 7KH DYDLODELOLW\ RI VXFK LQFRPH IRU UHSD\PHQW PD\ EH DGYHUVHO\ D
OHQGHU WR JUHDWHU FUHGLW ULVN WKDQ ORDQV VHFXUHG E\ RWKHU W\SHV RI FROODWHUDO
IOXFWXDWLRQ RI UHDO HVWDWH YDOXHV $GGLWLRQDOO\ QRQ RZQHU RFFXSLHG FRPPHUFLDO |
JURXSV RI ERUURZHUV 8QH[SHFWHG GHWHULRUDWLRQ LQ WKH FUHGLW TXDOLW\ RI RXU QRQ R
DOORZDQFH IRU ORDQ ORVVHV ZKLFK ZRXOG UHGXFH RXU SURILWDELOLW\ DQG FRXOG KDYH D

2XU EXVLQHVV FRQFHQWUDWLRQ LQ WKH 6WDWH RI /RXLVLDQD LPSRVHV ULVNV DQG PD\ P
/IRXLVLDQD LQFOXGLQJ DQ\ GRZQWXUQ LQ WKH UHDO HVWDWH VHFWRU

‘H FRQGXFW RXU RSHUDWLRQV H[FOXVLYHO\ LQ WKW KW NMWEVRMDRWILWDICO RDM RV IRV \' HRF HWPHEEH W
ERUURZHUV ZKR OLYH DQG RU FRQGXFW EXVLQHVYV LQ /RXLVLDQD DQG WKH VXEVWDQWLDO PDI
$FFRUGLQJO\ ZH DUH H[SRVHG WR ULVNV DVVRFLDWHG ZLWK D ODFN RI JHRJUDSKLF GLYHUVLI
VHFWRU DV ZHOO DV WKH WHFKQRORJ\ ILQDQFLDO VHUYLFHV LQVXUDQFH WUDQVSRUWDWLR
SDUWLFXODUO\ WKH UHDO HVWDWH DQG HQHUJ\ VHFWRUV LQ /RXLVLDQD FRXOG KDYH D PDWH
SURVSHFWV $Q\ DGYHUVH HFRQRPLF GHYHORSPHQWY DPRQJ RWKHU WKLQJV FRXOG QHJDWL
LQFUHDVH WKH UDWH RI IRUHFORVXUH ORVVHVY RQ ORDQV DQG UHGXFH WKH YDOXH RI RXU OR
SURVSHFWLYH ERUURZHUV RU SURSHUW\ YDOXHV LQ RXU PDUNHW DUHD PD\ DIIHFW XV DQG RX
RSHUDWLRQV DUH OHVV JHRJUDSKLFDOO\ IRFXVHG

2XU SRUWIROLR FRQWDLQV PDQ\ ODUJH ORDQV DQG GHWHULRUDWLRQ LQ WKH ILQDQFLD
TXDOLW\

2XU JURZWK RYHU WKH SDVW VHYHUDO \HDUV KDV EHHQ SDUWLDOO\ DWWRXUE WD HWHVW RH
'"HFHPEHU RXU DYHUDJH ORDQ VL]H ZDV DSSUR[LPDWHO\ JXUWKHU DV RI '"HFHPEHU
PLOOLRQ WR PLOOLRQ LQFOXGLQJ XQIXQGHG FRPPLWPHQWY DQG DYHUDJHG DSSUR[LPDW
UHVSHFWLYHO\ $ORQJ ZLWK RWKHU ULVNV LQKHUHQW LQ RXU ORDQV VXFK DV WKH GHWHULR
RI RXU ORDQV SUHVHQWY D ULVN WR RXU OHQGLQJ RSHUDWLRQV %HFDXVH ZH KDYH D ODUJH |
REOLJDWLRQV DV D UHVXOW RI HFRQRPLF RU PDUNHW FRQGLWLRQV RU SHUVRQDO FLUFXPVWD
ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ




2XU OHQGLQJ OLPLW PD\ UHVWULFW RXU JURZWK DQG SUHYHQW XV IURP HIIHFWLYHO\ LPS

:H DUH OLPLWHG LQ WKH DPRXQW ZH FDQ ORDQ WR D VLQJOH ERUURZHU E\ WKH DPRXQW RI
RXU FDSLWDO VWRFN DQG VXUSOXV WR DQ\ RQH ERUURZHU RQ DQ XQVHFXUHG EDVLV DQG XS
XQVHFXUHG ORDQV WR VXFK ERUURZHU %DVHG XSRQ RXU FXUUHQW FDSLWDO OHYHOV WKH D
GLVFRXUDJH SRWHQWLDO ERUURZHUV ZKR KDYH FUHGLW QHHGV LQ H[FHVV RI RXU OHQGLQJ Ol
WKRVH ORDQV WR RWKHU ILQDQFLDO LQVWLWXWLRQV EXW WKLV VWUDWHJI\ PD\ QRW DOZD\V E
PD\ QRW EH DEOH WR HIIHFWLYHO\ LPSOHPHQW RXU EXVLQHVV VWUDWHIJ\ ZKLFK FRXOG KDYH

1HZ OLQHV RI EXVLQHVYVY RU QHZ SURGXFWYVY DQG VHUYLFHV PD\ VXEMHFW XV WR DGGLWLR

JURP WLPH WR WLPH ZH PD\ VWDUW XS RU DFTXLUH QHZ OLQHV RI EXVLQHVV RU RIIHU QH
ULVNV DQG XQFHUWDLQWLHY DVVRFLDWHG ZLWK WKHVH HQGHDYRUV ,Q GHYHORSLQJ DQG PD
WLPH DQG UHVRXUFHV ,QLWLDO WLPHOLQHYV IRU WKH LQWURGXFWLRQ DQG GHYHORSPHQW RI
SURILWDELOLW\ WDUJHWYV PD\ QRW SURYH IHDVLEOH ([WHUQDO IDFWRUV VXFK DV FRPSOLDQFI
WKH VXFFHVVIXO LPSOHPHQWDWLRQ RI D QHZ OLQH RI EXVLQHVV RU D QHZ SURGXFW RU VHUY
VLIQLILFDQW LPSDFW RQ WKH HIITHFWLYHQHVYV RI RXU V\VWHP RI LQWHUQDO FRQWUROV )DLOX
EXVLQHVV RU QHZ SURGXFWV RU VHUYLFHVY FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RX

$ ODFN RI OLTXLGLW\ FRXOG LPSDLU RXU DELOLW\ WR IXQG RSHUDWLRQV ZKLFK FRXOG k
RSHUDWLRQV

ILTXLGLW\ LV HYVHQWLDO WR RXU RSHUDWLRQV :H UHO\ XSRQ RXU DELOLW\ WR JHQHUD\
DQG LQYHVWPHQW VHFXULWLHV UHVSHFWLYHO\ WR HQVXUH ZH KDYH DGHTXDWH OLTXLGLW\
RXU LQYHVWPHQW VHFXULWLHY WKH VDOH RI ORDQV DQG RWKHU VRXUFHV FRXOG KDYH D VX
'"HSRVLW EDODQFHV FDQ GHFUHDVH ZKHQ FXVWRPHUV SHUFHLYH DOWHUQDWLYH LQYHVWPHQW
DQG LQWR RWKHU LQYHVWPHQWY VXFK DV PRQH\ PDUNHW IXQGV ZH ZRXOG ORVH D UHODWLYI
LOQFRPH DQG QHW LQFRPH

2WKHU SULPDU\ VRXUFHV RI IXQGV IRU XV IFQR® VPIDWX BLWDNYXK DOQREZVDORY REHOPMLWREOMQW
RXU DELOLW\ WR ERUURZ IURP WKH )HGHUDO 5HVHUYH %DQN Rl $WODQWD DQG WKH )HGHUDO +R
VXFK DV RWKHU ILQDQFLDO LQVWLWXWLRQV 2XU DFFHVV WR IXQGLQJ VRXUFHV LQ DPRXQWYV I
EH LPSDLUHG E\ IDFWRUV WKDW DIIHFW XV GLUHFWO\ RU WKH ILQDQFLDO VHUYLFHV LQGXVWU\
H[SHFWDWLRQV DERXW WKH SURVSHFWYV IRU WKH ILQDQFLDO VHUYLFHV LQGXVWU\ 2XU DFFH\
DFWLYLW\ DV D UHVXOW RI D GRZQWXUQ LQ WKH HFRQRP\ LQ RXU SULPDU\ PDUNHW DUHD RU E’

$Q\ GHFOLQH LQ DYDLODEOH IXQGLQJ FRXOG DGYHUVHO\ LPSDFW RXU DELOLW\ WR RULJLC
UHSD\LQJ RXU ERUURZLQJVY RU PHHWLQJ GHSRVLW ZLWKGUDZDO GHPDQGV DQ\ RI ZKLFK FRXOG
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

:H PD\ IDFH ULVNV ZLWK UHVSHFW WR IXWXUH DFTXLVLWLRQV

KHQ ZH DWWHPSW WR H[SDQG RXU EXVLQHVV LQ /RXLVLDQD RU RWKHU VWDWHY WKURXJEk
PDQDJHPHQW DQG SRVVHVV HLWKHU VLJQLILFDQW PDUNHW SUHVHQFH RU KDYH SRWHQWLDO |
DFTXLVLWLRQ DFWLYLW\ LQYROYHYV YDULRXV ULVNV LQ DGGLWLRQ WR WKH JHQHUDO ULVNV D

" WKH WLPH DQG FRVWYV DVVRFLDWHG ZLWK LGHQWLI\LQJ DQG HYDOXDWLQJ SRWHQWLDC




" LQDFFXUDFLHV LQ WKH MXGJPHQWY DQG HVWLPDWHYV XVHG WR HYDOXDWH WKH FUHGL\

" RXU DELOLW\ WR ILQDQFH DQ DFTXLVLWLRQ DQG SRVVLEOH GLOXWLRQ WR RXU H[LVWL

" WKH GLYHUVLRQfRIDPDWQBQMWRHR@QWWR WKH QHJRWLDWLRQ RI D WUDQVDFWLRQ DQG

" ULVNV DVVRFLDWHG ZLWK LQWHJUDWLQJ WKH RSHUDWLRQVY DQG SHUVRQQHO RI WKH V
H[LVWLQJ FXVWRPHU UHODWLRQVKLSVY RU FDXVH XV WR ORVH FXVWRPHUV

'LWK UHVSHFW WR WKH LQWHJUDWLRQ RI D WDUJHW LQVWLWXWLRQ LW LV SRVVLEOH WK
RlI RXU RQJRLQJ EXVLQHVV RU LQFRQVLVWHQFLHYV LQ VWDQGDUGY FRQWUROV SURFHGXUHYV I
HPSOR\HHV RU WR DFKLHYH WKH H[SHFWHG EHQHILWV RI WKH DFTXLVLWLRQ $V ZLWK DQ\ PHL
FXVWRPHUV RU FDXVH FXVWRPHUV WR WDNH WKHLU GHSRVLWY RXW RI RXU %DQN 7KH FRQWL:
WR LOQWHJUDWH WKH WZR EXVLQHVVHV EXVLQHVV PRGHOV DQG FXOWXUHV ,I ZH DUH QRW DEC
H[SHFWHG EHQHILWYV RI WKH PHUJHU PD\ QRW EH UHDOL]HG

‘H H[SHFW WR FROQWLQXH WR HYDOXDWH PHUJHU DQG DFTXLVLWLRQ RSSRUWXQLWLHV WK
WUDQVDFWLRQV ZLWK RWKHU ILQDQFLDO LQVWLWXWLRQV $V D UHVXOW PHUJHU RU DFTXLVL)
DFTXLVLWLRQV LQYROYLQJ FDVK GHEW RU HTXLW\ VHFXULWLHY PD\ RFFXU DW DQ\ WLPH )DLC
SURGXFW SUHVHQFH DQG RU RWKHU SURMHFWHG EHQHILWV IURP DQ DFTXLVLWLRQ FRXOG KD

‘H PD\ QHHG WR UDLVH DGGLWLRQDO FDSLWDO LQ WKH IXWXUH DQG LI ZH IDLO WR PDLQ
ZKLFK FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ

‘H IDFH VLIJQLILFDQW FDSLWDO DQG RWKHU UHJXODWRU\ UHTXLUHPHQWY DV D ILQDQFLDO
VXIILFLHQW FDSLWDO UHVRXUFHYV DQG OLTXLGLW\ WR PHHW RXU FRPPLWPHQWY DQG EXVLQHW
FRQVROLGDWHG EDVLV DQG %XVLQHVV )LUVW %DQN RQ D VWDQG DORQH EDVLV PXVW PHHW F
UHJXODWRU\ FDSLWDO UHTXLUHPHQWY FRXOG LQFUHDVH IURP FXUUHQW OHYHOV ZKLFK FRXOC
DGGLWLRQDO FDSLWDO GHSHQGYV RQ FRQGLWLRQV LQ WKH FDSLWDO PDUNHWYV HFRQRPLF FRQ
LQGXVWU\ PDUNHW FRQGLWLRQV DQG JRYHUQPHQWDO DFWLYLWLHY DQG XSRQ RXU ILQDQFLD(
QHHGHG RU RQ WHUPV DFFHSWDEOH WR XV ,I ZH IDLO WR PDLQWDLQ FDSLWDO WR PHHW UHJXC(C
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

, QWHUHVW UDWH VKLIWVY FRXOG UHGXFH QHW LQWHUHVW LQFRPH DQG RWKHUZLVH KDYH |

7KH PDMRULW\ RI RXU EDQNLQJ DVVHWY DUH PRQHWDU\ LQ QDWXUH DQG VXEMHFW WR UL"'
IORZV GHSHQG WR D JUHDW H[WHQW XSRQ WKH OHYHO RI RXU QHW LQWHUHVW LQFRPH RU WK
HDUQLQJ DVVHWYV DQG WKH LQWHUHVW ZH SD\ RQ LQWHUHVW EHDULQJ OLDELOLWLHV VXFK L
LQFRPH EHFDXVH GLIITHUHQW W\SHV RI DVVHWY DQG OLDELOLWLHY PD\ UHDFW GLIIHUHQWO\ D
RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ LQWHUHVW H DIU@ARRPIHD 8 VHVDOD U Q)
HDUQLQJ DVVHWYV PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ LQWHL
RI RXU HDUQLQJ DVVHWYV DQG RI RXU LQWHUHVW EHDULQJ OLDELOLWLHY DUH YD

PHDQLQJ WKDW ZH HVWLPDWH RXU QHW LQWHUHVW LQFRPH ZRXOG LQFUHDVH PRUH IURP UL

,QWHUHVW UDWH LQFUHDVHVY RIWHQ UHVXOW LQ ODUJHU SD\PHQW UHTXLUHPHQWYV IRU RX
GHPDQG IRU ORDQV $W WKH VDPH WLPH WKH PDUNHWDELOLW\ Rl WKH SURSHUW\ VHFXULQJ D
,Q D GHFOLQLQJ LQWHUHVW UDWH HQYLURQPHQW WKHUH PD\ EH DQ LQFUHDVH LQ SUHSD\PHQ\
UDWH HQYLURQPHQW ORDQ FXVWRPHUV RIWHQ SXUVXH ORQJ WHUP IL[HG UDWH FUHGLWV ZKL
LQWHUHVW UDWHY DOVR FDQ DIIHFW WKH YDOXH Rl ORDQV VHFXULWLHY DQG RWKHU DVVHWYV
RU LQWHUHVW RQ ORDQV PD\ OHDG WR DQ LQFUHDVH LQ QRQSHUIRUPLQJ DVVHWY DQG D UHG)
DQG FDVK IORZV )XUWKHU ZKHQ ZH SODFH D ORDQ RQ QRQDFFUXDO VWDWXV ZH UHYHUVH DC(
WLPH ZH FRQWLQXH WR KDYH D FRVW WR IXQG WKH ORDQ ZKLFK LV UHIOHFWHG DV LQWHUHYV
LQFUHDVH LQ WKH DPRXQW RI QRQSHUIRUPLQJ DVVHWV ZRXOG KDYH DQ DGYHUVH LPSDFW RQ
FRQWURO DQG PLWLJDWH H[SRVXUH WR WKH ULVNV UHODWHG WR FKDQJHV LQ PDUNHW LQWHU
JRYHUQPHQWDO PRQHWDU\ SROLFLHY LQIODWLRQ GHIODWLRQ UHFHVVLRQ FKDQJHV LQ XQHF
ILQDQFLDO PDUNHWYV




‘H IDFH VLJQLILFDQW FRPSHWLWLYH SUHVVXUHY WKDW FRXOG LPSDLU RXU JURZWK GHFL

‘H RSHUDWH LQ WKH KLJKO\ FRPSHWLWLYH EDQNLQJ LQGXVWU\ DQG IDFH VLJQLILFDQW FR
DQG QDWLRQZLGH LQVWLWXWLRQV LQ RULJLQDWLQJ ORDQV DWWUDFWLQJ GHSRVLWY DQG SU
PRUH UHVRXUFHV JUHDWHU QDPH UHFRJQLWLRQ DQG PRUH H[WHQVLYH DQG HVWDEOLVKHG E
FRPSHWLWRUV FDQ EH PRUH DJJUHVVLYH WKDQ ZH FDQ RQ ORDQ DQG GHSRVLW SULFLQJ $0OVI
ORZHU FRVW VWUXFWXUHV :H H[SHFW FRPSHWLWLRQ WR FRQWLQXH WR LQWHQVLI\ GXH WR IL
HPHUJHQFH RI DOWHUQDWLYH EDQNLQJ VRXUFHYV

2XWELOLW\ WR FRPSHWH VXFFHVVIXOO\ ZLOO GHSHQG RQ D QXPEHU RI IDFWRUV LQFOXGI

» RXU DELOLW\ WR GHYHORS PDLQWDLQ DQG EXLOG ORQJ WHUP FXVWRPHU UHODWLR

» RXU VFRSH UHOHYDQFH DQG SULFLQJ RI SURGXFWV DQG VHUYLFHV RIIHUHG WR PHt

"  WKH UDWH DW ZKLFK ZH LQWURGXFH QHZ SURGXFWV DQG VHUYLFHY UHODWLYH WR F

» FXVWRPHU VDWLVIDFWLRQ ZLWK RXU OHYHO RI VHUYLFH

” RXU DELOLW\ WR H[SDQG RXU PDUNHW SRVLWLRQ

” LQGXVWU\ DQG JHQHUDO HFRQRPLF WUHQGV DQG

» RXU DELOLW\ WR NHHS SDFH ZLWK WHFKQRORJLFDO DGYDQFHYV DQG WR LQYHVW LQ ¢

,QFUHDVHG FRPSHWLWLRQ FRXOG UHTXLUH XV WR LQFUHDVH WKH UDWHV ZH SD\ RQ GHSR
IDLOXUH WR FRPSHWH HIIHFWLYHO\ LQ RXU SULPDU\ PDUNHWY FRXOG FDXVH XV WR ORVH PDUN
UHVXOWV RI RSHUDWLRQV

2XU DELOLW\ WR PDLQWDLQ RXU UHSXWDWLRQ LV FULWLFDO WR WKH VXFFHVV RI RXU EX\

2XU EXVLQHVY SODQ HPSKDVL]HVY UHODWLRQVKLS EDQNLQJ :H KDYH EHQHILWWHG IURP V
UHSXWDWLRQ WR EH RQH RI WKH PRVW YDOXDEOH FRPSRQHQWYV RI RXU EXVLQHVV

2XU JURZWK RYHU WKH SDVW VHYHUDO \HDUV KDV GHSHQGHG RQ DWWUDFWLQJ QHZ FXVW
WKURXJK LQYROYHPHQW LQ RXU SULPDU\ PDUNHWYV DQG ZRUG RI PRXWK DGYHUWLVLQJ UDWKH
VWULYH WR HQKDQFH RXU UHSXWDWLRQ E\ UHFUXLWLQJ KLULQJ DQG UHWDLQLQJ HPSOR\HHYV
GHOLYHULQJ VXSHULRU VHUYLFH WR RXU FXVWRPHUV ,I RXU UHSXWDWLRQ LV QHIJDWLYHO\ DII
GDPDJHG :H FRXOG ORVH VRPH RI RXU H[LVWLQJ FXVWRPHUV DQG ZH PD\ QRW EH VXFFHVVIX(
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV




7KH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHY FDQ IOXFWXDWH GXH WR IDFWRUV RXYV

$V RI '"HFHPEHUWKH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHY SRUWIROLR ZDV DSSUR]|
DSSUR[LPDWHO\ PLOOLRQ )DFWRUV EH\RQG RXU FRQWURO FDQ VLJQLILFDQWO\ LQIOXHQFH
IDLU YDOXH RI WKHVH VHFXULWLHV 7KHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG WR UL
XQGHUO\LQJ VHFXULWLHY DQG FKDQJHV LQ PDUNHW LQWHUHVW UDWHYV DQG FRQWLQXHG LQV
WHPSRUDU\ LPSDLUPHQWY DQG UHDOL]J]HG RU XQUHDOL]HG ORVVHV LQ IXWXUH SHULRGV DQG G
RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFWV 7KH SURFHVV IRU GHWHUPL
VXEMHFWLYH MXGJPHQWY DERXW ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW GHWHULRUDWLRC(
D VHFXULW\ IRU D SHULRG RI WLPH VXIILFLHQW WR DOORZ IRU DQ\ DQWLFLSDWHG UHFRYHU\ LQ
XQGHUO\LQJ WKH VHFXULW\ DQG RWKHU UHOHYDQW IDFWRUYV

,/ ZH IDLO WR PDLQWDLQ DQ HIIHFWLYH VI\VWHP RI GLVFORYNXUH LERODQQWUR O W B Q B USNIRFH G
DFFXUDWHO\ UHSRUW RXU ILQDQFLDO UHVXOWY RU SUHYHQW IUDXG

(QVXULQJ WKDW ZH KDYH DGHTXDWH GLVFORVXUH RRRWHUR O\ D Q ELS ORFHSKW\MVQ L QIF® %G
ILQDQFLDO VWDWHPHQWY RQ D WLPHO\ EDVLV LV FRVWO\ DQG WLPH FRQVXPLQJ DQG QHHGV W
6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FW RI 36DUEDQHV 2[OH\ $FW° ZKLFK UHTXLUH DQQXI
ILQDQFLDO UHSRUWLQJ DQG ZKHQ ZH FHDVH WR EH DQ HPHUJLQJ JURZWK FRPSDQ\ XQGHU WKI
DVVHVVPHQWY 2XU PDQDJHPHQW PD\ FRQFOXGH WKDW RXU LQWHUQDO FRQWUROV RYHU ILQDC
RU RWKHUZLVH ORUHRYHU HYHQ LI RXU PDQDJHPHQW FRQFOXGHVY WKDW RXU LQWHUQDO FRQ\
ILUP PD\ QRW FRQFOXGH WKDW RXU LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ DUH H
ZLWK RXU LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ RU WKH OHYHO DW ZKLFK RXU F
KDYH GLIIHUHQFHV LQ RSLQLRQ UHJDUGLQJ WKH DSSOLFDEOH UHTXLUHPHQWY ,Q DGGLWLRQ
ILQDQFLDO UHSRUWLQJ ZH PD\ LGHQWLI\ GHILFLHQFLHY WKDW ZH PD\ QRW EH DEOH WR UHPHGL
36(& IRU FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ RI WKH 6DUEDQHV 2[OH\ $FV
ZH IDLO WR DFKLHYH DQG PDLQWDLQ WKH DGHTXDF\ Rl RXU LQWHUQDO FRQWUROV RYHU ILQDQ
ZH PD\ EH XQDEOH WR UHSRUW RXU ILQDQFLDO LQIRUPDWLRQ RQ D WLPHO\ EDVLV ZH PD\ QRW
ILQDQFLDO UHSRUWLQJ LQ DFFRUGDQFH ZLWK WKH 6DUEDQHV 2[OH\ $FW DQG ZH PD\ VXIIHU D
DV WR WKH UHOLDELOLW\ RXU ILQDQFLDO VWDWHPHQWY ZKLFK FRXOG UHVXOW LQ D GHFOLQH

2XU ILQDQFLDO UHVXOWV G NSIIE VRIOR PDRIDDAPRRGWLQJ PHWKRGY DQG FHUWDLQ DVVXPS'

2XU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DUH EDVHG RQ RXU FRQVROL(
$FFRXQWLQJ 3ULQFLSOHV $FFHSWHG D@ GV EHWIQ WG IS UDVODSWUHMWLFHY ZLWKLQ WKH ILQDQFLDO
LQ FRQIRUPLW\ ZLWK *$$3 UHTXLUHV XV WR PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHF
DQG OLDELOLWLHY DQG WKH UHSRUWHG DPRXQW Rl UHODWHG UHYHQXHYV DQG H[SHQVHV &HU)
MXGJPHQWY RI PDQDJHPHQW DQG DV VXFK KDYH D JUHDWHU SRVVLELOLW\ RI SURGXFLQJ UHV
WR PDNH VXEMHFWLYH RU FRPSOH[ MXGJPHQWY HVWLPDWHVY RU DVVXPSWLRQV DQG FKDQJHV
ILQDQFLDO VWDWHPHQWY 7KHVH FULWLFDO DFFRXQWLQJ SROLFLHV LQFOXGH WKH DOORZDQFH
LQVWUXPHQWY DQG DFFRXQWLQJ IRU VWRFN EDVHG FRPSHQVDWLRQ %HFDXVH RI WKH XQFHU\
RXU DOORZDQFH IRU ORDQ ORVVHV RU VXVWDLQ ORDQ ORVVHV WKDW DUH VLJQLILFDQWO\ KLJI
FKDUJHV WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FR(

JURP WLPH WR WLPH WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGY %RDUG 2)$6%  DQG WKH 6
UHSRUWLQJ VWDQGDUGY RU WKH LQWHUSUHWDWLRQ RI VXFK VWDQGDUGVY WKDW JRYHUQ WKH
SROLFLHV DQG WKH HVWLPDWHY DQG DVVXPSWLRQV PDGH E\ PDQDJHPHQW 7KHVH FKDQJHV DL
UHSRUW RXU ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQYV

‘H KDYH D FRQWLQXLQJ QHHG IRU WHFKQRORJLFDO FKDQJH DQG ZH PD\ QRW KDYH WKH U
RSHUDWLRQDO FKDOOHQJHYV ZKHQ LPSOHPHQWLQJ QHZ WHFKQRORJ\

7KH ILQDQFLDO VHUYLFHV LQGXVWU\ LV XQGHUJRLQJ UDSLG WHFKQRORJLFDO FKDQJHV Z
DGGLWLRQ WR EHWWHU VHUYLQJ FXVWRPHUV WKH HIIHFWLYH XVH RI WHFKQRORJ\ LQFUHDVH"
DW OHDVW LQ SDUW XSRQ RXU DELOLW\ WR DGGUHVV WKH QHHGV RI RXU FXVWRPHUV E\ XVL(
FRQYHQLHQFH DV ZHOO DV WR FUHDWH DGGLWLRQDO HIILFLHQFLHYV LQ RXU RSHUDWLRQV DV Z
RSHUDWLRQDO FKDOOHQJHV DV ZH LPSOHPHQW WKHVH QHZ WHFKQRORJ\ HQKDQFHPHQWYV RU S
QHZ WHFKQRORJ\ RU UHTXLUH XV WR LQFXU VLJQLILFDQW FRVWY WR UHPHG\ DQ\ VXFK FKDOOH




0DQ\ RI RXU ODUJHU FRPSHWLWRUV KDYH VXEVWDQWLDOO\ JUHDWHU UHVRXUFHV WR LQY!
VXSHULRU SURGXFWY FRPSDUHG WR WKRVH WKDW ZH ZLOO EH DEOH WR SURYLGH ZKLFK ZRXO
WHFKQRORJ\ GULYHQ SURGXFWV DQG VHUYLFHV WR WKH H[WHQW ZH DUH XQDEOH WR SURYLG

‘H UHO\ RQ WKLUG SDUWLHV WR SURYLGH NH\ FRPSRQHQWYV RI RXU EXVLQHVYV LQIUDVWUX
RSHUDWLRQV

7KLUG SDUWLHV SURYLGH NH\ FRPSRQHQWY RI RXU RSHUDWLRQDO LQIUDVWUXFWXUH VXI
SURFHVVLQJ VWDWHPHQW SURGXFWLRQ DQG DFFRXQW DQDO\VLVY 2XU RSHUDWLRQV GHSHQG
WHOHFRPPXQLFDWLRQV VIVWHPV DQG WKLUG SDUW\ VHUYLFHUV 7KH IDLOXUH RI WKHVH V\VW}
RI WKHVH VIVWHPV LV EDVHG FRXOG LQWHUUXSW RXU RSHUDWLRQV %HFDXVH RXU LQIRUPDW
VIVWHPV ZH FRXOG H[SHULHQFH VHUYLFH GHQLDOV LI GHPDQG IRU VXFK VHUYLFHV H[FHHGV F
RU DGGUHVVLQJ RWKHU LVVXHV ZLWK RXU WKLUG SDUW\ VHUYLFH SURYLGHUV FRXOG HQWDLO
SURYLGHUV RU LI ZH H[SHULHQFH D VLJQLILFDQW VXVWDLQHG RU UHSHDWHG V\VWHP IDLOXUH
UHSXWDWLRQ UHVXOW LQ D ORVV RI FXVWRPHU EXVLQHVV DQG VXEMHFW XV WR DGGLWLRQD(
HIITHFRXRQEXVLQHVY ILQDQFLDO FRQGLWLRQ DQG UHVXOWVY RI RSHUDWLRQV

'H FRXOG EH VXEMHFW WR ORVVHV UHJXODWRU\ DFWLRQ RU UHSXWDWLRQDO KDUP GXH '
YHQGRUV

,Q GHFLGLQJ ZKHWKHU WR H[WHQG FUHGLW RU HOQWHU LQWR RWKHU WUDQVDFWLRQV ZLW
FOLHQWY DQG FRXQWHUSDUWLHY LQFOXGLQJ ILQDQFLDO VWDWHPHQWY SURSHUW\ DSSUDLVD
ILQDQFLDO LQIRUPDWLRQ :H PD\ DOVR UHO\ RQ UHSUHVHQWDWLRQV RI FXVWRPHUV DQG FRXQ
ILQDQFLDO VWDWHPHQWY RQ UHSRUWYVYV RI LQGHSHQGHQW DXGLWRUV $Q\ VXFK PLVUHSUHVHQ
DGGLWLRQ RQH RU PRUH RI RXU HPSOR\HHV RU YHQGRUV FRXOG FDXVH D VLJQLILFDQW RSHUD
SXUSRVHIXOO\ VDERWDJHYV RU IUDXGXOHQWO\ PDQLSXODWHY RXU ORDQ GRFXPHQWDWLRQ RS
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

8QDXWKRUL]JHG DFFHVV F\EHU FULPH DQG RWKHU WKUHDWVY WR GDWD VHFXULW\ PD\ UHT:
DGYHUVH RKBXW.G@RVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWVY RI RSHUDWLRQV

‘H QHFHVVDULO\ FROOHFW XVH DQG KROG SHUVRQDO DQG ILQDQFLDO LQIRUPDWLRQ FRQ
7TKUHDWYVY WR GDWD VHFXULW\ LQFOXGLQJ XQDXWKRUL]J]HG DFFHVV DQG F\EHU DWWDFNV UDS
FRPSHWLQJ WLPH FRQVWUDLQWY WR VHFXUH RXU GDWD LQ DFFRUGDQFH ZLWK FXVWRPHU H[S}t
LPSRVVLEOH WR GHIHQG DJDLQVW HYHU\ ULVN EHLQJ SRVHG E\ FKDQJLQJ WHFKQRORJLHV DV !
FULPLQDOV DQG WHUURULVWY PDNH NHHSLQJ XS ZLWK QHZ WKUHDWYV GLIILFXOW DQG FRXOG U
HPSOR\HHVY DQG YHQGRUV FRXOG SURYH LQDGHTXDWH :H FRXOG DOVR H[SHULHQFH D EUHDFK
VRXUFHV VRIWZDUH EXJV RU RWKHU WHFKQLFDO PDOIXQFWLRQV RU RWKHU FDXVHV $V D UH
WDNHRYHU VFKHPHY RU F\EHU IUDXG 2XU V\VWHPV DQG WKRVH RI RXU WKLUG SDUW\ YHQGRU
RU WKHLU FRQWURO VXFK DV IURP FDWDVWURSKLF HYHQWYV SRZHU DQRPDOLHV RU RXWDJHV

$ EUHDFK RI RXU VHFXULW\ WKDW UHVXOWY LQ XQDXWKRUL]JHG DFFHVV WR RXU GDWD FR
GDWD ORVV OLWLJDWLRQ GDPDJHV ILQHV DQG SHQDOWLHV VLIJQLILFDQW LQFUHDVHYV LQ FRF
RXU EXVLQHVV UHVXOWYVY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFWYV




7KH PDUNHW LQ ZKLFK ZH RSHUDWH LV VXVFHSWLEOH WR KXUULFDQHY DQG RWKHU QDWX
RSHUDWLRQV DQG LQFUHDVHYVY LQ ORDQ ORVVHYV

$ VLIQLILFDQW SRUWLRQ RI RXU EXVLQHVYV LV JHQHUDWHG IURP PDUNHWYV WKDW KDYH D
QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU 1DWXUDO GLVDVWHUV FDQ GLVUXSW RXU RSH
ZH RSHUDWH ,I| WKH HFRQRPLHV LQ RXU SULPDU\ PDUNHWYVY H[SHULHQFH DQ RYHUDOO GHFOLQH
RXU RWKHU SURGXFWY DQG VHUYLFHV FRXOG EH UHGXFHG ,Q DGGLWLRQ WKH UDWHV RI GHC
VXEVWDQWLDOO\ DV XQLQVXUHG SURSHUW\ ORVVHV RU VXVWDLQHG MRE LQWHUUXSWLRQ RU C
UHDO HVWDWH RU RWKHU FROODWHUDO WKDW VHFXUHV WKH ORDQV FRXOG EH PDWHULDOO\ D
UHYHQXH DQG ORDQ ORVVHV WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQ

,| WKH JRRGZLOO WKDW ZH UHFRUGHG LQ FRQQHFWLRQ ZLWK WKH $*)& PHUJHU RU LI JRF
LPSDLUHG LW FRXOG UHTXLUH FKDUJHV WR HDUQLQJV ZKLFK FRXOG KDYH D PDWHULDO DGYH

*RRGZLOO UHSUHVHQWY WKH DPRXQW E\ ZKLFK WKH FRVW RI DQ DFTXLVLWLRQ H[FHHGHG
ILQDQFLDO LQVWLWXWLRQ :H UHYLHZ JRRGZLOO IRU LPSDLUPHQW DW OHDVW DQQXDOO\ RU PF
PLJKW EH LPSDLUHG ,I WKH FDUU\LQJ DPRXQW RI WKH UHSRUWLQJ XQLW JRRGZLOO H[FHHGV WEk
HTXDO WR WKDW H[FHVV $Q\ VXFK DGMXVWPHQWY DUH UHIOHFWHG LQ RXU UHVXOWYV RI RSHU
HYDOXDWLRQV RI RXU H[LVWLQJ JRRGEKEAXRVUXIURRLEIZOO @ ERW RMHVEXEPWLQHILQGLQJYV RI LPSDLUPH
DGYHUVH HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

:H DUH VXEMHFW WR HQYLURQPHQWDO OLDELOLW\ ULVN DVVRFLDWHG ZLWK RXU OHQGLQ

,Q WKH FRXUWXRLQHVYVY ZH PD\ SXUFKDVH UHDO HVWDWH RU ZH PD\ IRUHFORVH RQ DQG
OLDELOLWLHYV ZLWK UHVSHFW WR WKHVH SURSHUWLHYV :H PD\ EH KHOG OLDEOH WR D JRYHUQP
XS FRVWV LQFXUUHG E\ WKHVH SDUWLHV LQ FRQQHFWLRQ ZLWK HQYLURQPHQWDO FRQWDPLQD
FKHPLFDO UHOHDVHY DW D SURSHUW\ 7KH FRVWYV DVVRFLDWHG ZLWK LQYHVWLJDWLRQ RU UHP
FRQWDPLQDWHG VLWH ZH PD\ EH VXEMHFW WR FRPPRQ ODZ FODLPV E\ WKLUG SDUWLHYV EDVHC
SURSHUW\ $Q\ VLJQLILFDQW HQYLURQPHQWDO OLDELOLWLHYV FRXOG FDXVH D PDWHULDO DGYHK

5LVNV $VVRFLDWRKGEG &RPPRQ 6WRFN
2XU VWRFN LV QRW OLVWHG RU WUDGHG RQ DQ\ HVWDEOLVKHG VHFXULWLHY PDUNHW DQ(

2XU VWRFN LV QRW OLVWHG RU WUDGHG RQ bQ\ HVWDEOLVKHG VHFXULWLHYV H[FKDQJH R
TXDOLI\ LW IRU WUDGLQJ LQ DQ\ PDUNHW $FFRUGLQJO\ RXU VWRFN KDV VXEVWDQWLDOO\ IHZ
WUDQVDFWLRQV LQ RXU VWRFN DUH SULYDWHO\ QHJIRWLDWHG WUDGHYV TPQ@E \REKW FINRHFW L¥XUH
D WUDGLQJ VIPERO 7KH ODFN RI D OLTXLG PDUNHW FDQ SURGXFH GRZQZDUG SUHVVXUH RQ RX

7KH REOLJDWLRQV DVVRFLDWHG ZLWK EHLQJ D SXEOLF FRPSDQ\ UHTXLUH VLIJQLILFDQW 1

$V D FRPSDQ\ ZLWK VWRBN&U ZH. VIWFHU HGFDIHWDK MWK BHIJDO DFFRXQWLQJ DGPLQLVWUDWLY'
LQFXU DV D SULYDWH FRPSDQ\ 7KHVH FRVWYV ZLOO LQFUHDVH DIWHU ZH DUH QR ORQJHU DQ HF
$FW ZKLFK UHTXLUH WKDW ZH ILOH DQQXDO TXDUWHUO\ DQG FXUUHQW UHSRUWY ZLWK UHVSHt
WKH UXOHVY DQG UHJXODWLRQV LPSOHPHQWHG E\ WKH 6(& WKH 6DUEDQHYV 2[OH\ $FW DQG WKt
SXEOLF FRPSDQLHV




‘H H[SHFW WKHVH UXOHV DQG UHJXODWLRQV DQG FKDQJHV LQ WKHVH ODZV UHJXODWLF
FUHDWHG XQFHUWDLQW)\ IRU SXEOLF FRPSDQLHVY WR LQFUHDVH OHJDO DQG ILQDQFLDO FRPSOI
UHJXODWLRQV DQG VWDQGDUGY DUH VXEMHFW WR YDU\LQJ LQWHUSUHWDWLRQV LQ PDQ\ FDV}
WLPH DV QHZ JXLGDQFH LV SURYLGHG E\ UHJXODWRU\ DQG JRYHUQLQJ ERGLHV 7KLV FRXOG U
QHFHVVLWDWHG E\ RQJRLQJ UHYLVLRQV WR GLVFORVXUH DQG JRYHUQDQFH SUDFWLFHV 2XU L
LQFUHDVHG DGPLQLVWUDWLYH H[SH®DW KW P ® @GGLWMUINQLRIORR | IPRE DUHPHQNH JHQHUDWLQJ DF)
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSH
ZH FRXOG RWKHUZLVH XVH WR H[SDQG RXU EXVLQHVV DQG DFKLHYH RXU VWUDWHJILF REMHFW

7KH ULJKWV RI RXU FRPPRQ VKDUHKROGHUY DUH VXERUGLQDWH WR WKH ULJKWV RI DQ\ G
Rl SUHIHUUHG VWRFN WKDW ZH PD\ LVVXH LQ WKH IXWXUH

2XU ERDUG RI GLUHFWRUV KDV WKH DXWKRULW\ WR LVVXH GHEW RU DQ DJJUHJDWH RI XE&
DSSURYDO $FFRUGLQJO\ \RX VKRXOG DVVXPH WKDW DQ\ VKDUHV RI SUHIHUUHG VWRFN WKDW
LVVXH GHEW RU HTXLW\ RU WR LQFXU RWKHU ERUURZLQJY LQ WKH IXWXUH ZLOO GHSHQG RQ F
VXFFHVV RI RXU IXWXUH FDSLWDO UDLVLQJ HIIRUWV LV XQFHUWDLQ 7KXV FRPPRQ VKDUHKRO
RWKHU ERUURZLQJV ZLOO QHIJDWLYHO\ DIIHFW WKH PDUNHW SULFH RI RXU FRPPRQ VWRFN

‘H DUBPHDRHUJLQJ JURZWBORR WKIHQUHGXFHG UHSRUWLQJ UHTXLUHPHQWY DSSOLFDEOH WR
DWWUDFWLYH WR LQYHVWRUYV

‘H DURHPQHUJILQJ JURZWK FRPSDQ\ " DV GHILQHG LQ WKH -2%6 $FW )RU DV ORQJ DV ZH FRC(
DGYDQWDJH RI FHUWDLQ H[HPSWLRQV IURP YDULRXV UHSRUWLQJ UHTXLUHPHQWY WKDW DUH D
LQFOXGH ZLWKRXW OLPLWDWLRQ H[HPSWLRQ IURP WKH DXGLWRU DWWHVWDWLRQ UHTXLUHPHC
UHGXFHG GLVFORVXUH REOLJDWLRQV UHIJDUGLQJ H[HFXWLYH FRPSHQVDWLRQ LQ RXU SHULRGL
ELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVDWLRQ DQG VKDUHKROGHU DSSURYDO RI D(

:H FRXOG EH DQ HPHUJLQJ JURZWK FRPSDQ\ IRU XS WR ILYH \HDUV IROORZLQJ WKH )HEUX
LI RXU JURVV UHYHQXHV H[FHHG ELOOLRQ LI ZH LVVXH PRUH WKDQ ELOOLRQ LQ QRQ FRC(C
QRQ DIILOLDWHYV H[FHHGYV PLOOLRQ DV RI DQ\ -XQH EHIRUH WKDW WLPH LQ ZKLFK FDVH Z
,QYHVWRUV PD\ ILQG RXU FRPPRQ VWRFN OHVV DWWUDFWLYH LI ZH UHO\ RQ WKH H[HPSWLRQV

‘H DUH GHSHQGHQW XSRQ %XVLQHVV )LUWWDEDRQNW R W R CPVIKN HD R/E\ERVIQECE WWKBR B KHY XRO@W RV \
ZKLFK FRXOG LPSDFW RXU DELOLW\ WR VDWLVI\ RXU REOLIJDWLRQV

2XU SULPDU\ DVVHW LV %XVLQHVV )LUVW %DQN $V VXFK ZH GHSHQG XSRQ %XVLQHVV )L
RSHUDWLQJ H[SHQVHYVY DQG VDWLVI\ RXU REOLJDWLRQV LQFOXGLQJ GHEW REOLJDWLRQBELIZ®HY
GLYLGHQGV WR XV ,I %XVLQHVV )LUVW %DQN LV XQDEOH WR SD\ GLYLGHQGV WR XV ZH ZLOO
%DQNYYV DELOLW\ WR PDNH FDVK GLVWULEXWLRQV WR XV 7KHVH VWDWXWHY DQG UHJXODWLRC
RUGHU WR SD\ D GLYLGHQG )XUWKHU IHGHUDO DQG VWDWH EDQNLQJ DXWKRULWLHYV KDYH WK

2XU GLYLGHQG-SRQLH\ZRMAKRXW QRWLFH DQG RXUVIXWEMH DE MR WH WRO 8 IMRGN YA IGH Q\CDW

o) RXU ERDUG RI GLUHFWRUV PDGH WKH GHFLVLRQ W R FERPPHLD F\W KU A HFOW E H UHR XX D
GLYLGHQGY DW DQ\ WLPH LQ WKH IXWXUH $00 IXWXUH GHWHUPLQDWLRQV UHODWLQJ WR GLYL!
RI IDFWRUV LQFOXGLQJ HDUQLQJV DQG ILQDQFLDO FRQGLWLRQ OLTXLGLW\ DQG FDSLWDO UHT
REOLJDWLRQV VHQLRU WR RXU FRPPRQ VWRFN DQG RWKHU IDFWRUV GHHPHG UHOHYDQW E\ WK
UHJXODWRU\ UHVWULFWLRQV RQ WKH SD\PHQW RI FDVK GLYLGHQGY )HGHUDO EDQN UHJXODW
RU XQVRXQG SUDFWLFHV LQ FRQGXFWLQJ WKHLU EXVLQHVV ZKLFK GHSHQGLQJ RQ WKH ILQDQ
RI GLYLGHQGYV




2XU FRUSRUDWH JRYHUQDQFH GRFXPHQWY DQG FHUWDLQ FRUSRUDWH DQG EDQNLQJ ODZ

&HUWDLQ SURYLVLRQV RI RXU DUWLFOHV RI LQFRUSRUDWLRQ E\ODZV DQG FRUSRUDWH DC(C
RI RXU RUJDQL]DWLRQ RU FRQGXFW D SUR[\ FRQWHVW HYHQ LI WKRVH HYHQWY ZHUH SHUFHL"
FRUSRUDWH DQG EDQNLQJ ODZV DQG UHJXODWLRQV DSSOLFDEOH WR XV

" HPSRZHU RXU ERDUG RI GLUHFWRUV ZLWKRXW VKDUHKROGHU DSSURYDO WR LVVXH
RI GLUHFWRUYV

" GR QRW SURYLGH IRU FXPXODWLYH YRWLQJ LQ HOHFWLRQV RI GLUHFWRUV DQG
" UHTXLUH SULRU UHJXODWRU\ DSSOLFDWLRQ DQG DSSURYDO RI DQ\ WUDQVDFWLRQ L

7KHVH SURYLVLRQV PD\ GLVFRXUDJH SRWHQWLDO DFTXLVLWLRQ SURSRVDOV DQG FRXOG
LQ ZKLFK RXU VKDUHKROGHUV PLJKW RWKHUZLVH UHFHLYH D SUHPLXP RYHU WKH PDUNHW SULF

$Q LOQYHVWPHQW LIQ BPROARM WW RFANWY QRW DQ LQVXUHG GHSRVLW DQG LV VXEMHFW WR U

<RXU LQYHVWPHQW LQWRBWRPERQ VERBSRVLW DQG LV QRW LQVXUHG RU JXDUDQWHHG E\
VXEMHFW WR LQYHVWPHQW ULVN DQG \RX PXVW EH FDSDEOH RI DIIRUGLQJ WKH ORVV RI \RXU

S5LVBWODWLQJ WR WKH 5HIXODWLRQ RI RXU ,QGXVWU\
‘H RSHUDWH LQ D KLIJIKO\ UHJXODWHG HQYLURQPHQW ZKLFK FRXOG UHVWUDLQ RXU JURZ'

‘H DUH VXEMHFW WR H[WHQVLYH UHJXODWLRQ DQG VXSHUYLVLRQ WKDW JRYHUQV DOPRYV
IUDPHZRUN WKDW RYHUVHHVY WKH DGPLQLVWUDWLRQ RI WKHVH ODZV DQG UHJXODWLRQV DUH
EDQNLQJ VI\IVWHP DV D ZKROH DQG QRW VKDUHKROGHUY DQG FRXQWHUSDUWLHYVY 7KHVH ODZV
LQYHVWPHQW SUDFWLFHV GLYLGHQG SROLF\ RSHUDWLRQV DQG JURZWK &RPSOLDQFH ZLWK W
DGGLWLRQ WKHVH ODZV UHJXODWLRQV DQG SROLFLHVY DUH VXEMHFW WR FRQWLQXDO UHYLH.
FKDQJHV LQ LQWHUSUHWDWLRQ RU LPSOHPHQWDWLRQ RI WKHVH ODZV UHJXODWLRQV DQG SR
FRPSOLDQFH FRVWV )XUWKHU DQ\ QHZ ODZV UXOHV DQG UHJXODWLRQV VXFK DV WKH 'RGG )L
UHJXODWLRQV DQG WKH VXSHUYLVRU\ IUDPHZRUN DSSOLFDEOH WR RXU LQGXVWU\ FRXOG KD
SURVSHFWYV

JHGHUDO DQG VWDWH UHJXODWRUV SHULRGLFDOO\ HI[DPLQH RXU EXVLQHVYVY DQG ZH PD\

7TKHHGHUDO 5HVHUYH WKH )',& DQG WKH /RXLVLDQD 2), SHULRGLFDOO\ H[DPLQH YDULRXV I
DV D UHVXOW RI DQ H[DPLQDWLRQ RXU UHJXODWRUV ZHUH WR GHWHUPLQH WKDW RXU ILQDQFI
RWKHU DVSHFWV RI DQ\ RI RXU RSHUDWLRQV KDG EHFRPH XQVDWLVIDFWRU\ RU WKDW ZH ZHU}
UHPHGLDO DFWLRQV DV WKH\ GHHP DSSURSULDWH 7KHVH DFWLRQV LQFOXGH WKH SRZHU WR |
UHVXOWLQJ IURP DQ\ YLRODWLRQ RU SUDFWLFH WR LVVXH DQ DGPLQLVWUDWLYH RUGHU WKDV
FLYLO PRQHWDU\ SHQDOWLHY DJDLQVW RXU RIILFHUV RU GLUHFWRUV WR UHPRYH RIILFHUV D¢
LPPLQHQW ULVN RI ORVV WR GHSRVLWRUV WR WHUPLQDWH RXU GHSRVLW LQVXUDQFH DQG SC
PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV UHVXOWV RI RSHUDWLRQV ILQDQFLDO FRQGL




2XU )',& GHSRVLW LQVXUDQFH SUHPLXPV DQG DVVHVVPHQWY PD\ LQFUHDVH

2XU GHSRVLWYV DUH LQVXUHG E\ WKH )',& XS WR OHJDO OLPLWV DQG DFFRUGLQJO\ ZH DL
GHWHUPLQHG E\ RXU ULVN FODVVLILFDWLRQ ZKLFK LV EDVHG RQ RXU UHJXODWRU\ FDSLWDO C
WKH EHJLQQLQJ RI WKH ILQDQFLDO FULVLYV DQG LQFUHDVHYV LQ WKH VWDWXWRU\ GHSRVLW LQ
'"HSRVLW ,QVXUDQFH )XQG ,Q RUGHU WR PDLQWDLQ D VWURQJ IXQGLQJ SRVLWLRQ DQG UHVWF
LOQVXUDQFH DVVHVVPHQW UDWHY DQG FKDUJHG VSHFLDO DVVHVVPHQWY WR DOO )',& LQVXUHC
RFFXU LQ WKH IXWXUH HVSHFLDOO\ LI WKHUH DUH VLJQLILFDQW DGGLWLRQDO ILQDQFLDO LQV
SUHSD\PHQWV LQ )',& LQVXUDQFH SUHPLXPV FRXOG UHGXFH RXU SURILWDELOLW\ RU OLPLW RX|
DIIHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG SURVSHFWV

‘H DUH VXEMHFW WR QXPHURXV ODZV GHVLIJQHG WR SURWHFW FRQVXPHUV LQFOXGLQJ W
ZLWK WKHVH ODZV FRXOG OHDG WR D ZLGH YDULHW\ RI VDQFWLRQV

7KH &RPPXQLW\ 5HLQYHVWPHQW $FW WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW WKH )DLU +I
OHQGLQJ UHTXLUHPHQWY RQ ILQDQFLDO LQVWLWXWLRQV 7KH 'HSDUWPHQW RI -XVWLFH DQG R
UHJXODWRU\ FKDOO @ J3H WIR DRD QEWWKOCHULWRH &RPPXQLW\ 5HLQYHVWPHQW $FW RU IDLU OHC
LQFOXGLQJ GDPDJHV DQG FLYLO PRQH\ SHQDOWLHY LQMXQFWLYH UHOLHI UHVWULFWLRQV RQ
EXVLQHVV OLQHV 3ULYDWH SDUWLHV PD\ DOVR KDYH WKH DELOLW\ WR FKDOOHQJH DQ LQVWLYV
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVX(

‘H IDFH D ULVN RI QRQFRPSOLDQFH DQG HQIRUFHPHQW DFWLRQ ZLWK WKH %DQN 6HFUHF\

7KH %DQN 6HFUHF\ $FW WKH 86% 3$75,27 $FW RI DQG RWKHU ODZV DQG UHJXODWLRQV
DQ HIITHFWLYH DQWL PRQH\ ODXQGHULQJ SURJUDP DQG ILOH VXVSLFLRXV DFWLYLW\ DQG FXUUH
LV DXWKRUL]JHG WR LPSRVH VLIJQLILFDQW FLYLO PRQH\ SHQDOWLHV IRU YLRODWLRQV RI WKRVI
LQGLYLGXDO IHGHUDO EDQNLQJ UHJXODWRUV DV ZHOO DV WKH 8 6 'HSDUWPHQW RI -XVWLFH '
LQFUHDVHG VFUXWLQ\ RI FRPSOLDQFH ZLWK WKH UXOHV HQIRUFHG E\ WKH 2IILFH RI )RUHLJQ $
EH VXEMHFW WR OLDELOLW\ LQFOXGLQJ ILQHV DQG UHJXODWRU\ DFWLRQV ZKLFK PD\ LQFOXC
DSSURYDOV WR SURFHHG ZLWK FHUWDLQ DVSHFWV RI RXU EXVLQHVVY SODQ LQFOXGLQJ RXU D
ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ FRXOG DOVR KDYH VHULRXVY UHSXWDWLRQDO FRQVI
ILOQDQFLDO FRQGLWLRQ UHVXOWVY RI RSHUDWLRQV DQG SURVSHFWYV

,7(0 % 8QUHVROYHG 6WDII &RPPHQWYV

1RW DSSOLFDEOH




,7(0 BURSHUWLHYV

2XU FXUUHQW SULQFL®MO RIIDKXHM O WBLWORABDWEBM®WRQ 5RXJH /RXLVLDQD :H UHORFDWHG F
/IRXLVLDQD LQ -XO\ $00 RI RXU EDQNLQJ RIILFHVY DUH ORFDWHG LQ WKH 6WDWH RI /RXLVLDC
EHOLHYH WKDW RXU IDFLOLWLHY DUH DGHTXDWHO\ FRYHUHG E\ LQVXUDQFH DQG WKDW WKHVFE

/IRFDWLRQ

'DWH 2SHQHG

2ZQ /HDVH 6TXDUH )RRWDJH

BULQFLSDO ([HEXWLYH 2IILFH
/IDXUHO 6WUHHW
%DWRQ 5RXJH /RXLVLDQD

%DQNLQJ &HQWHUV

1IRUWKZHVW /RXLVLDQD %DQNLQJ &HQWHU
6SULQJ BWUHHW 6XLWH

6KUHYHSRUW /RXLVLDQD

IRUWKVKRUH %DQNLQJ &HQWHU
1 +LJKZD\
&RYLQJIJWRQ /RXLVLDQD

/IDID\HWWH %DQNLQJ &HQWHU
&'7 30D]D

(DVW 6W 0DU\ %RXOHYDUG 6XLWH
/DID\HWWH /RXLVLDQD

6RXWKZHVW /RXLVLDQD %DQNLQJ &HQWHU
5\DQ 6WUHHW
/IDNH &KDUOHV /RXLVLDQD

%D\RX 5HILRQ %DQNLQJ &HQWHU
&RUSRUDWH 'ULYH 6XLWH
+RXPD /RXLVLDQD

*RQ]DOHV %DQNLQJ &HQWHU
“HVW +LJKZD\
*RQ]DOHV /RXLVLDQD

JORULGD %RXOHYDUG %DQNLQJ &HQWHU
JORULGD 6WUHHW
%DWRQ 5RXJH /RXLVLDQD

-HIITHUVRQ +LJKZD\ %DQNLQJ &HQWHU
-HIIHUVRQ +LJKZD\
%DWRQ 5RXJH /RXLVLDQD

3HUNLQV 5RDG %DQNLQJ &HQWHU
3HUNLQV 5RDG
%DWRQ 5RXJH /RXLVLDQD

&RXUVH\ %RXOHYDUG %DQNLQJ &HQWHU
&RXUVH\ %RXOHYDUG
%DWRQ 5RXJH /RXLVLDQD

=DFKDU\ %DQNLQJ &HQWHU
&KXUFK 6WUHHW
=DFKDU\ /RXLVLDQD

/HDVH

/HDVH

/HDVH

/HDVH

/HDVH

/HDVH

220

2ZQ

/HDVH

/HDVH

22Q

270




/IRFDWLRQ

'DWH 2SHQHG

2ZQ /HDVH 6TXDUH )RRWDJH

"HQKDP 6SULQJYV %DQNLQJ &HQWHU
/IRXLVLDQD +Z\
'"HQKDP 6SURRUVLDQD

%UXVO\ %DQNLQJ &HQWHU
BRXWK 9DXJKDQ 6WUHHW
%UXVO\ /RXLVLDQD

(UZLQYLOOH %DQNLQJ &HQWHU
3R\GUDV %D\RX 5G
(UZLQYLOOH /RXLVLDQD

3RUW $0O0HQ %DQNLQJ &HQWHU
1RUWK $OH[DQGHU $YH
3RUW $OOHQ /RXLVLDQD

1HZ 2UOHDQV /RDQ 3URGXFWLRQ 2IILFH
1 &DXVHZD\ %OYG
OHWDLULH /RXLVLDQD

HDOWK 6RIODXAHLR QV
*UHHQ 6WUHHW
7TKLBXE /RXLVLDQD

27Q

22Q

270

2ZQ

/HDVH

/HDVH

$FTXLUHG LQ WKH PHUJHU WUDQMXIFFOWRARQ Z IWKKH $SPP&R VIHRREEBMWIHEHVY RQ O0DUFK

,7(0 /HIDO 3URFHHGLQJV

‘H DQG RXU VXEVLGLDULHY DUH GHIHQGDQWYV LQ YDULRXVY ODZVXLWYV DULVLQJ LQ WKH QF
VXFK PDWWHUV VKRXOG QRW KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU FRQVROLGDWHG ILQI
FDQQRW PDNH DVVXUDQFHYV WKDW ZH ZLOO SUHYDLO LQ DQ\ RI WKHVH DFWLRQV QRU FDQ ZH +

,7(0 OLQH 6DIHW\ 'LVFORVXUHYV

1RW DSSOLFDEOH




3DUW ,,
,7(0 ODUNHW IRSV5EBRPPRQDQOWLW\ 5HODWHG 6WRFNKROGHU ODWWHUY DQG ,VVXHU 3XUFKDVFH

7KHUH LV QR HVWDEOLVKHG SXEOLF WUDGLQJ PDUNHW IRU RXU FRPPRQ VWRFN DQG QR PDl
PDUNHW LQ RXU FRPPRQ VWRFN DQG RXU FRPPRQ VWRFN LV QRW OLVWHG RU TXRWBGQGWRUD Q%!
&RPSDQ\ //& DFWV DV UHJLVWHU DQG WUDQVIHU DJHQW IRU RXU VKDUHV RI FRPPRQ VWRFN

JURP WLPH WR WLPH ZH EHFRPH DZDUH RI WUDGHV RI VKDUHV RI RXU FRPPRQ VWRFN 7KH I
PDQDJHPHQW IRU WUDGHIVQREI WKH FRRFRKRRLYWRRRGY GHFODUHG SHU VKDUH IRU WKH SHULRGYV

&DVK 'LYLGHQG
%\ 4XDUWHU +LJK IRZ 3HU 6KDUH
YLUVW 2
6HFRQG
7KLUG
YRXUWK

&DVK 'LYLGHQG
%\AXDUWHU +LJK IRZ 3HU 6KDUH
YLUVW
6HFRQG
7KLUG
YRXUWK

ST
[
SN
» B

NNNN

&RPPREW R F N

$WI| 0DUFK WKHUH ZHUH LVVXHG DQG RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ
KDG RXWVWDQGLQJ ZDUUDQWY WR SXUFKDVH VKDUHV RI RXU FRPPRQ VWRFN ZKLFK ZHUF
ZDUUDQWY KDYH DQ H[HUFLVH SULFH RI SHU VKDUH DQG HIIHFWLYH )HEUXDU\ ZHUH H[\
'LYLGHQGV

,Q RXU ERDUG Rl GLUHFWRUY PDGH WKH GHWHUPLQDWLRQ WR EHJLQ SD\LQJ UHJXODU T
RI IXWXUH GLYLGHQGY DQG RXU GLYLGHQG SROLF\ ZLOO GHSHQG RQ RXU HDUQLQJV FDSLWDO
GHHPV UHOHYDQW )RU DGGLWLRQDO GLVFXVVLRQ RI OHJDO B®5F UHJX@DW®R XX BEBHINWUALBRIY @ D ¥

BHFWWHY $XWKRUL]JHG IRU ,VVXDQFH XQGHU (TXLW\ &RPSHQVDWLRQ 30DQV

,Q RXU ERDUG RI GLUHFWRUV DGRSWHG WKH 6WRFN 2SWLRQ 30DQ SXUVXDQW WR 2
RlI RXU FRPPRQ VWHFMRNX OO EHRLVZKXAK DV HLWKHU LQFHQWLYH VWRFN RSWLRQV XQGHU 6HFWLRC(
VWRFN RSWLRQV $OWKRXJK RXU 6WRFN 2SWLRQ 30DQ H[SLUHG RQ 'HFHPEHU DQG ZH
'"HFHPEHU ZH KDG RXWVWDQGLQJ DQG XQH[HUFLVHG VWRFN RSWLRQV WKDW KDYH
WHUPVY DQG FRQGLWLRQV RI WKH 6WRFN 2SWLRQ 30DQ XQWLO WKH\ DUH H[HUFLVHG RU IRUI




7KH IROORZLQJ WDEOH VXPPDUL]HV LQIRWOGDWLRQ 'R RY KHFREREBHHU RI VHFXULWLHV WR EH
DQG ZDUUDQWYV DQG WKHLU ZHLJKWHG DYHUDJH H[HUFLVH SULFH

1XPEHU RI 6HFXULWLHYV 1XPEHU RI 6HF
WR %H ,VVXHG 88RIKWHG $YHBHEHPBLQLQJ $Y
([HUFLVH RI ([HUFLVH 3ULFRIURIXWXUH ,V
2XWVWDQGLQJ 23WVYRQWYGLQJ 2 SSDICRIDNL W\
':DUUDQWY DQG:BIUIKIWMWYV DQGERFEMYIVDWLF

(TXLW\ FRPSHQVDWLRQV SODQV DSSURYHG E\ VHEXULW\ KROGHUYV 2
(TXLW\ FRPSHQVDWLRQ SODQV QRW DSSURYHG E\ VHEXULW\ KROGHUV 2
7TRWDO HTXLW\ FRPSHQVDWLRQ SODQV 2

S5SHFHEO@QWHY RI 8QUHIJLVWHUHG 6HFXULWLHYV
‘H GLG QRW VHOO DQ\ HTXLW\ VHFXULWLHV WKDW ZHUH QRW UHJLVWHUHG XQGHU WKH 6HI
3IXUFKBVHAVXLW\ 6HFXULWLHV E\ WKH ,VVXHU DQG $IILOLDWHG 3XUFKDVHUV

2Q ODUFK RXU ERDUG RUKVYREBRWRRY DEBWKRYVHELQI PDQDIHPHQW WR UHSXUFKDVH D
ODUFK 7KH DXWKRUL]DWLRQ WR UHSXUFKDVH VKDUHV WKURXJK SULYDWHO\ QHJRWLDWH
WR D QXPEHU RI VKDUHV KDYLQJ D PD[LPXP DJJUHJDWH UHSXUFKDVH SULFH HTXDO WR PLOG
GHOHJDWHG DXWKRULW\ GXULQJ WKH IRXUWK TXDUWHU RI ,Q DGGLWLRQ RQ -XO\ R X
LQ RUGHU WR IDFLOLWDWH D FKDULWDEOH FRQWULEXWLRQ WR WKH %DWRQ 5RXJH $UHD )RXQ(
TXDUWHU 7KH HTXLW\ VHFXULWLHY UHSXUFKDVHG GXULQJ WKH IRXUWK TXDUWHU DUH D

G
OD[LPXP
F QXPEHU |
7RWDO QXPEBSSRIR[LPI
VKDUHV GROODU YI
SXUFKDVHGKDVUHYV Wi

D SDUW RI SXEO\WHW\EH
7RWDO QXPEHU EI DQQRXQFSIGUFKDVHC(
VKDUHV $YHUDJH SULSBDQV RUWKH SOD(
3HULRG SXUFKDVHS&DLG SHU VKOURJUDPV SURJUDP
ORQWK
2FWREHU WKURXJK 2FWREHU 2 2 2 2
ORQWK
1RYHPEHU WKURXJK 1RYHPEHU 2 2
ORQWK
'"HFHPEHU WKURXJK '"HFHPEHU 2 2

,7(0 6HOHFWHG )LQDQFLDO 'DWD

$vV D VPDOOHU UHSRUWLQJ FRPSDQ\ ZH DUH QRW UHTXLUHG WR SURYLGH WKH LQIRUPDWL




,7(0  ODQDJHPHOQAMWXVVLRQ DQG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV Rl 2SHUDV

7KLV GLVFXVVLRQ SUMNVBQMOAPLDQRURRHQWMHVXOWY RI RSHUDWLRQV DQG ILQDQFLDO FRQ(
GLVFXVVLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK RXU )LQDQFLDO 6WDWHPHQWYV DQG WK

7KH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLV LV WR IRFXV RQ VLIJQLILFDQW FKDQJHV LQ WK
WR '"HFHPEHWQG LWV UHVXOWY RI RSHUDWLRQV IRKLWICH YWFRVWHRHGQ E FIHPEGWLY LV LQWHQ
LQIRUPDWLRQ SUHVHQWHG HOVHZKHUH LQ WKLY UHSRUW SDUWLFXODUO\ WKH FRQVROLGDW#
FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW DUH VXEMHFW WR FHUWDLQ ULVNV DQG X(
EXW PD\ SURYH WR EH LQDFFXUDWH &HUWDLQ ULVNV XQFHUWDLQWLHYV DQG RWKHU IDFWRU)\
HOVHZKHUH LQ WKLY VWDWHPHQW PD\ FDXVH DFWXDO UHVXOWV WR GLIIHU PDWHULDOO\ IURF
GLVFXVVLRQ DQG DQDO\VLV %XVLQHVV )LUVW DVVXPHV QR REOLJDWLRQ WR XSGDWH DQ\ RI

2YHUYLHZ

‘H DUH D UHJLVWHUHG EDQN KROGLQJ FRPSDQ\ KHDGTXDUWHUHG LQ %DWRQ 5RXJH /RXLVL
FKDUWHUHG EDQN ZH SURYLGH D EURDG UDQJH RI ILQDQFLDO VHUYLFHV WDLORUHG WR PHHW
RXU SULRULW\ KDV EHHQ DQG FRQWLQXHY WR EH FUHDWLQJ VKDUHKROIGHWO FOIOMH LW K/RKX
FRQVLGHU RXU SULPDU\ PDUNHW WR LQFOXGH WKH 6WDWH RI /RXLVLDQD :H FXUUHQWO\ RSHUI
DQG RQH ZHDOWK VROXWLRQV RIILFH LQ HLJKW PDUNHWY DFURVYV /RXLVLDQD $V RI '"HFHPEHU
PLOOLRQ DQG WRWDO VWRFNKROGHUVY HTXLW\ RI PLOOLRQ

$IWHU WKH FORVH RI EXVL@HYRHRIQHID DIFWK $PHULFDQ *DWHZD\ )LQDQFLDO &RUSRUDWLRQ ¢
*DWHZD\ %DQN SXUVXDQW WR ZKLFK WKH RSHUDWLRQV RI $*)& ZHUH PHUJHG ZLWK XV 2XU ILQ

ZHUH LPSDFWHG DV D UHVXOW RI WKLV PHUJHU DV IRUPHU $PHULFDQ *DWHZD\ EUDQFKHYV :
LQFOXGHG ORDQV RI PLOOLRQ LQYHVWPHQW VHFXULWLHV RI PLOOLRQ DQG GHSRVLWYV
DQG VKDUHV RI RXU FRPPRQ VWRFN LQ H[FKDQJH IRU HDFK VKDUH RI $*)& FRPPRQ VWRFN €
LQIRUPDWLRQ UHJDUGLQJ WKLV PHUJHU

$V D EDQN KROGLQJ FRPSDQ\ RSHUDWLQJ WKURXZK R B HLDDUMNH W RMN FRH RXUFRIPPH QK WY EDR
VHUYLFH DQG ORDQ IHHV DQG LQWHUHVW LQFRPH IURP VHFEXULWLHYV :H LQFXU LQWHUHVW HJ[
HPSOR\HH EHQHILWY DQG RFFXSDQF\ H[SHQVHV :H DQDO\]H RXU DELOLW\ WR PD[LPL]JH LQFRPH
LQWHUHVW PDUJLQ 1HW LQWHUHVW PDUJLQ LV D UDWLR FDOFXODWHG DV QHW LQWHUHVW LQF
LQWHUHVW LQFRPH RQ LQWHUHVW HDUQLQJ DVVHWYV VXFK DV ORDQV DQG VHFXULWLHV DQG
XVHG WR IXQG WKRVH DVVHWYV

&KDQJHV LQ WKH PDUNHW L QW HZUH VW U RG \L O\P IS UM K W HDW IDW B Y VD WWDHAMHW RU SD\ RQ LQWH L
LQWHUHVW HDUQLQJ DVVHWY LQWHUHVW EHDULQJ DQG QRQLQWHUHVW EHDULQJ OLDELOLWLH
VSUHDG QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW LQFRPH )OXFWXDWLRQV LQ PDUNHW LQ
GHIODWLRQ PDFURHFRQRPLF GHYHORSPHQWY FKDQJHV LQ XQHPSOR\PHQW WKH PRQH\ VXSSC
ILQDQFLDO PDUNHWYV 3HULRGLF FKDQJHY LQ WKH YROXPH DQG W\SHV Rl ORDQV LQ RXU ORDQ !
/RXLVLDQD DV ZHOO DV GHYHORSPHQWY DIIHFWLQJ WKH UHDO HVWDWH WHFKQRORJ\ ILQDQF
PDUNHW DQG WKURXJKRXW WKH VWDWH RI /RXLVLDQD
JLODQFLDO +LJKOLJKWV

7KH ILQDQFLDO KLJKOLJKWYV IRU WKBRBRGHQGHG '"HFHPEHU

${ 7TRWDO RIVVHWNOOLRQ D PLOOLRQ RU LQFUHDVH IURP 'HFHPEHU

t 7RWDORIRDQVPLOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

¥ 7RWDO GRBRVLWALOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU




¥ 1HW LQFRPH |IRWQ &HKG "HHEPHP EH U RI PLOOLRQ D PLOOLRQ RU LQFUHDVH IURP

f 1HW L QMGHRHRRWHW PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU D \HDU RYHU \HDU LQFU

¥ $Q DOORZDQFH IRUCGRRDHIVQ G RIHWRMW DO ORDQV KHOG IRU LQYHVWPHQW DQG D UDWLR RI
DV RI '"HFHPEHU

¥ 5HWXUQ RQ DYRUDJH DRM\WWMWWHM \HDU HQGHG 'HFHPEHU
¥ 5HWXUQ RQ DYHRUDJH HRXLWKH \HDU HQGHG 'HFHPEHU

t &DSLWDORWDWUERN /HYHUDJH &RPPRQ (TXLW\ 7LHU 7LHU 5LVN EDVHG DQG 7RWDO 5LVN I
RI "HFHPEHU

¥ %RRN YDOXHRMHU VKDWURI '"HFHPEHU DQ LQFUHDVH RI IURP DW '"HFHPEHU
5HVXOWYV RI 2SHUDWLRQV IRU WKH <HDQ@& (QGHG 'HFHPEHU
BHUIRUPDQFH 6XPPDU\

JRU WKH \HDU HQGHG 'RHMPEQBERPH ZDV PLOOLRQ RU SHU EDVLF VKDUH DQG SHU (
SHU EDVLF VKDUH DQG SHU GLOXWHG VKDUH IRU WKH \HDU HQGHG 'HFHPEHU 7KH
SHULRG FDQ PDLQO\ EH DWWULEXWHG WR RXU \HDU RYHU \HDU JURZWK LQ HDUQLQJ DVVHW
IURP IRU WKH \HDU HQGHG 'HFHPEHU SULPDULO\ EHFDXVH RI WKH LQFUHDVH LQ QHW |
5HWXUQ RQ DYHUDJH HTXLW\ ZDV IRU WKH \HDU HQGHG 'HFHPEHU DV FRPSDUHCGC

IHW ,QWHUHVW ,QFRPH

2XWRSHUDWLQJ UHVXOWY GHSHQG SULPDULO\ RQ RXU QHW LQWHUHVW LQFRPH FDOFXODWF
VHFXULWLHY DQG LQWHUHVW H[SHQVH RQ LQWHUHVW EHDULQJ OLDELOLWLHV VXFK DV GHSR)
LOQWHUHVW VHQVLWLYH DVVHWY DQG OLDELOLWLHYV &KDQJHV LQ WKH DPRXQW DQG W\SH RI L¢
YDULDQFH GULYHQ E\ WKH FKDQJHV LQ WKH DPRXQW DQG PL[ RI LQWHUHVW HDUQLQJ DVVHWYV
HDUQHG RQ LQWHUHVW HDUQLQJ DVVHWY DQG UDWHV SDLG RQ LOQWHUHVW EHDULQJ GHSRVLW

7R HYDOXDWH QHWH @WBVXVMW DQGRPRHQLWRU \LHOGV RQ RXU ORDQV DQG RWKHU LQWHU
VRXUFHV RXU QHW LQWHUHVW VSUHDG DQG RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUH\
LQWHUHVW EHDULQJ OLDELOLWLHYV 1HW LQWHUHVW PDUJLQ LV FDOFXODWHG DV QHW LQWHUH
IXQGV VXFK DV QRQLQWHUHVW EHDULQJ GHSRVLWY DQG VWRFNKROGHUVY HTXLW\ DOVR IXQC
EHDULQJ VRXUFHV :H FDOFXODWH DYHUDJH DVVHWYV OLDELOLWLHVY DQG FDSLWDO XVLQJ D PI

YRU WKH \HDU HQGHG 'BFMPEBWHUHVYW LQFRPH WRWDOHG PLOOLRQ DQG QHW LQWHUHVYV
YJRU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG PLOOLRQ DQG QHYV
FKDQJH LQ QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW VSUHDG ZHUH SULPDULO\ DWWULEXW
VHYHQ EDVLV SRLQWYV IURP DV RI '"HFHPEHU WR DV Rl '"HFHPEHU ,Q DGGLWL
SRLQWYV IRU WKH VDPH SHULRG :KLOH ZH H[SHULHQFHG VLJQLILFDQW JURZWK LQ DYHUDJH OREL
DPRUWL]LQJ RU SDLG RIl ORDQV +RZHYHU WKLV GHFOLQLQJ \LHOG RQ QHZ RULJLQDWLRQV ZD'
SRUWIROLR ZKLFK SRVLWLYHO\ LPSDFWHG DYHUDJH ORDQ \LHOGV 'XH WR WKH FRQWLQXHG LP
FRQWLQXHG SUHVVXUH RQ RXU QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW VSUHDG
























































































































































































































































































