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([DFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU

/IRXLVLDQD
6WRWHRWKHU MRULYERBYRBQWLRQ RU RUJDQL]DWLRQ , 56 (PSOR\HU ,GHQWLILFDWLRQ 1XP

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

5HJILVWUWBRMS OXPEHU LQFOXGLQJ DUHD FRGH

6HFXULWLHYV UHJLVWHUHG XQGHU 6HFWRQ®IQ E RI WKH ([FKDQJH $FW
6HFXULWLHV UHJLVWHUHG XQGHU 6HFMW@H J RI WKH ([FKDQJH $FW

,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHG LVVXH®3 DVIBHILQ
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOH UHSRdHAY SX@R XDQ\

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHSRUYHOI® HTRRUHG \
GXULQJ WKH SUHFHGLQJ PRQWKV DQG KDV EHHQ VXEMHFW WR VXFK ILOLQJ UHTXLUHP

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHFW KKRQEFD @R DQGC
UHTXLUHG WR EH VXEPLWWHG DQG SRVWHG SXUVXDQW WR 5XOH RI 5HIXODWLRQ 6 7 ¥ |
VXFK VKRUWHU SHULRG WKDW WKH UHJLVWUDQW ZDV UHTXLUHG WR VXEPLW DQG SRVW VXFK

,QGLFDWH E\ FKHFN PDUN LI GLVFORVXUH Rl GHOLQTXHQW ILOHUV SXUVXDQW W RO/ HP RI 5H.
DQG ZLOO QRW EH FRQWDLQHG WR WKH EHVW RI UHJLVWUDQWYTVY NQRZOHGJH LQ GHILQLWLYH
RI WKLV )RUP . RU DQ\ DPHQGPHQW WR WKLV )RUP

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DFF
FRPSDQ\ 6HH WKH GHILQLWLRQV RI 30ODUJH DFFHOHUDWHG ILOHU ~ 3DFFHOHUDWHG ILOHU ~ 3VPD
$FW

/IDUIHFFHOHUDWHG OBOHU $FFHOHUDWHG ILOHU oS
1RQ DFFHRKBAHUDWH®S 'R QRW FKHFN WH S RWPDIO@HERP SD Q\
6PDOOHBRUWLQJ FRPSDQ\ OE
(PHUJUQRZWK FRPSDQ\ OE

,/ DQ HPHUJLQJ JURZWK FRPSDQ\ LQGLFDWH E\ D FKHFN PDUN LI WKH UHJLVWUD@® KDV HOHFW
DQ\ QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGY SURYLGHG SXUVXDQW WR 6HFWLRC

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSDQ\ DV GHBI3 QHGA®R Q 5X

7KHUH LV QR HVWDEOLVKHG SXB61EWWDEAMRIPDWRAN KRURMWIBKWEK ZHUHRXWVWNRBUGY RI WKM U
FRPPRQ VWRFN SDU YDOXH SHU VKDUH
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NXVLQHVV

5LVN )DFWRUV

B8QUHVROYHG 6WDII &RPPHQWYV
BURSHUWLHYV

/HIDO 3URFHHGLQJV

0LOH 6DIHW\ 'LVFORVXUHYV

ODUNHW IRUIYHIRPRRO QWXLW\ 5HODWHG 6KDUHKROGHU ODWWHUV DQG ,VVXHU 3XUF
BHOHFWHG JLQDQFLDO 'DWD

ODQDJHPHQWFXVVLRQ DQG $QDO\VLY RI )LODQFLDO &RQGLWLRQ DQG 5HVXOWYV RI 2
4XDOWLWDWLYH DOG 4XDOLWDWLYH 'LVFORVXUHV $ERXW ODUNHW 5LVN

JLODQFLDO 6WDWHPHOWY DQG 6XSSOHPHQWDU\ 'DWD

&KDQJHV LQ DQG 'LVDJUHHPHQWY ZLWK $FFRXQWDQWY RQ $FFRXQWLQJ DQG )LQDQ
&ROWUROV DQG 3URFHGXUHYV

2WKHU .QIRUPDWLRQ

'LUHFWRUYV ([HEXWLYH 2IILFHUVY DQG &RUSRUDWH *RYHUQDQFH

([HEXWLYH &RPSHQVDWLRQ

6HFEFXULW\ 2ZQHUVKLS RI &HUWDLQ %HOQHILFLDO 2ZQHUY DQG ODQDJHPHQW DQG 5HOL
&HUWDLQ 5SHODWLRQVKLSY DQG 5HODWHG 7UDQVDFWLRQV DQG 'LUHFWRU ,QGHSHQ
BSULQFLSDO $FFRXQWLQJ )HHVY DQG 6HUYLFHV

([KLELWY DOG )LQDQFLDO 6WDWHPHQW 6FKHGXOHV

6LIJQODWXUHYV




7DEOH RI &RQWHQWYV
,PSRUWDQW 1RWLFH DERXW ,QIRUPDWLRQ LQ WKLV $QQXDO 5HSRUW RQ )

KHQ ZH UHIHU LQEWHKLVBXERUWVWRI%XVLQHVY )LUVW" DQG WKH 2&RPSDQ\ " ZH DUH UHIHU
VXEVLGLDULHYV LQFOXGLQJ %XVLQHVV )LUVW %DQN ZKLFK ZH VRPHWLPHV UHIHU WR DV 3WKH '

7KH LQIRUPDWLRQ FRQWDLQHG LQ WKLV $QQXDO 5HSRUW RQ )RUP . LV DFFXUDWH RQO\
)25:$5' /22.,1* 67$7(0(176
7KLV $QQXDO 5HSRUW RH)RRPW ~.FROWIDKHYV IRUZDUG ORRNLQJ VWDWHPHQWY ZLWKLQ WKE
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
OLPLWDWLRQ VWDWHPHQWY UHODWLQJ WR WKH DQWLFLSDWHG EHQHILWY RI RXU UHFHQWO\ FI
RIWHQ EXW QRW DOZD\V PDGH WKURXJK WKH XVH Rl ZRUGV RU SKUDVHV VXFK DV 3PD\ ~ 3VKRX
FRQWLQXH ~ 3SDQWLFLSDWH ~ 3VHHN ~ *HVWLPDWH ~ 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
" ULVNV UHODWHG WR WKH LQWHJUDWLRQ RI DQ\ DFTXLUHG EXVLQHVVHV LQFOXGLQJ
FRQWLQJHQW OLDELOLWLHV WKH WLPH DQG FRVWYV DVVRFLDWHG ZLWK LQWHJUDWL:
FDSLWDO WR ILQDQFH VXFK WUDQVDFWLRQV DQG SRVVLEOH IDLOXUHV LQ UHDOL]LQ
" FKDQJHV LQ WKH VWUHQJWK Rl WKH 8QLWHG 6WDWHV 38 6 ° HFRQRP\ LQ JHQHUDO D
FXVWRPHUV DQG WKHLU DELOLW\ WR WUDQVDFW SURILWDEOH EXVLQHVV ZLWK XV L¢
FKDQJH LQ WKH YDOXH RI WKH UHODWHG FROODWHUDO
" HFRQRPLF ULVNV SRVHG E\ RXU JHRJUDWKIHF'BRQPNQWUWWRBWK @ HRXRSGIDHID DQG
" WKH DELOLW\ WR VXVWDLQ DQG FRQWLQXH RXU RUJDQLF ORDQ DQG GHSRVLW JURZ\

" PDUNHW GHFOLQHV LQ LQGXVWULHV WRR DPMFIKOZ M/ \K DY HR HP SRWIXFUHY D R BKGIRZ QMU Q L
ERUURZHUV DQG LQYHVWPHQWY WKDW RSHUDWH ZLWKLQ RU DUH EDFNHG E\ FROOD

" YRODWLOLW)\ DIQBWGEHIUHVAWURQYRY DQG PDUNHW SULFHV ZKLFK FRXOG UHGXFH RXU Q
" LQWHUHVW UDWH ULVN DVVRFLDWHG ZLWK RXU EXVLQHVYV

" FKDQJHV LQ WKH OHYHOV RI ORDQ SUHSD\PHQWY DQG WKH UHVXOWLQJ HIITHFWV RQ




7DEOH RI &RQWHQWYV

7KH

LQFUHDVHG FRPSHWLWLRQ LQ WKH ILQDQFLDO VHUYLFHYVY LQGXVWU\ SDUWLFXODUO\

LQFUHDVHG FUHGLW ULVN LQ RXU DVVHWYVY DQG LQFUHDVHG RSHUDWLQJ ULVN FDXVH
SHUFHQWDJH RI RXU WRWDO ORDQ SRUWIROLR

FKDQJHV LQ WKH YDOXH RI FROODWHUDO VHFXULQJ RXU ORDQV
GHWHULRUDWLQJ DVVHW TXDOLW\ DQG KLJKHU ORDQ FKDUJH RIIV DQG WKH WLPH D
WKH IDLOXUH RI DVVXPSWLRQV XQGHUO\LQJ WKH HVWDEOLVKPHQW RI DQG SURYLVLI
FKDQJHYV LQ WKH DYDLODELOLW\ RI IXQGV UHVXOWLQJ LQ LQFUHDVHG FRVWV RU UH(
RXU DELOLW\ WR PDLQWDLQ LPSRUWDQW GHSRVLW FXVWRPHU UHODWLRQVKLSV DQG
D GHWHUPLQDWLRQ RU GRZQJUDGH LQ WKH FUHGLW TXDOLW\ DQG FUHGLW DJHQF\ Ul
LQFUHDVHG DVVHW OHYHOV DQG FKDQJHV LQ WKH FRPSRVLWLRQ RI DVVHWY DQG W}
RXU DELOLW\ WR SUXGHQWO\ PDQDJH RXU JURZWK DQG H[HFXWH RXU VWUDWHJ\
ULVNV DVVRFLDWHG ZLWK RXU DFTXLVLWLRQ DQG GH QRYR EUDQFKLQJ VWUDWHJ\
WKH ORVV Rl VHQLRU PDQDJHPHQW RU RSHUDWLQJ SHUVRQQHO DQG WKH SRWHQWLE

OHJLVODWLYH RU UHJXODWRU\ GNWKHDRBEM Q WNJI X @IFWXKEQQ J IKKWQUBYHWDWLRQV RU
WD[ WUDGH PRQHWDU\ DQG ILVFDO PDWWHUYV

JRYHUQPHQW LQWHUYHQWLRQ LQ WKH 8 6 ILQDQFLDO V\VWHP
FKDQJHV LQ VWDWXWHY DQG JRYHUQPHQW UHJXODWLRQV RU WKHLU LQWHUSUHWDW

QDWXUDO GLVDVWHUDMA\G RI GYHWWRIUZNBDWBE IRXWEUHDN Rl KRVWLOLWLHYV RU RWKH
RXU FRQWURO DQG

RWKHU ULVNVY DQG XQFHUWDLQWLHY OLVWHG IURP WLPH WR WLPH LQ RXU UHSRUWYV D

IRUHIJRLQJ IDFWRUV VKRXOG QRW EH FRQVWUXHG DV H[KDXVWLYH DQG VKRXOG EH U

PRUH HYHQWY UHODWHG WR WKHVH RU RWKHU ULVNV RU XQFHUW D L QAWFIWHX/D B DWHH/XIODAOM. JR--D \ RGL IU
ZH DQWLFLSDWH $FFRUGLQJO\ \RX VKRXOG QRW SODFH XQGXH UHOLDQFH RQ DQ\ VXFK IRUZL
ZKLFK LW LV PDGH DQG ZH GR QRW XQGHUWDNH DQ\ REOLIJDWLRQ WR XSGDWH DQ\ IRUZDUG OF
VXFK VWDWHPHQW LV PDGH RU WR UHIOHFW WKH RFFXUUHQFH RI XQDQWLFLSDWHG HYHQWV 1H
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




7DEOH RI &RQWHQWYV

3DUW ,
,7(0 %XVLQHVYV
*HQHUDO

%XVLQHVV )LUVW %DQFVKDBRRSDQRF KD O TEXDUNWKREGLIQY %DWRQ 5RXJH /RXLVLDQD DQG
VWDWH EDQNLQJ DVVRFLDWLRQ DQG FRPPXQLW\ EDVHG ILQDQFLDO LQVWLWXWLRQ WKDW RIIH
/IRXLVLDQD LQFOXGLQJ LQ WKH VWDWHYTV VL[ ODUJHVW PHWURSROLWDQ PDUNHWYV IURP D QHW
RSHQHG D ORDQ SURGXFWLRQ RIILFH LQ 'DOODV 7H[DV LQ -XQH PDUNLQJ RXU ILUVW IRUPD(

6LQFH RXU IRXQGLQJ LQ RXH PH VWWHHRN VKR \E 1) RWK HF HKD@QDBELDO LQVWLWXWLRQ RI FKRLF

RZQHUV DQG HPSOR\HHV 7R DFKLHYH WKLV JRDO ZH IRFXV RQ UHFUXLWLQJ UHWDLQLQJ DQG

FRPPXQLWLHYV WKDW WKH\ VHUYH DQG RQ SURYLGLQJ PDUNHW OHDGLQJ SURGXFWV DQG VHU\

/RXLVLDQD EDVHG ILQDQFLDO LQVWLWXWLRQV $V RI '"HFHPEHU RQ D FRQVROLGDWHG ED’
ELOOLRQ DQG VKDUHKROGHUVYT HTXLW\ RI PLOOLRQ

&XUUHQWO\ WKHUH KDV EHHQ QR HVWDEOLVKHG SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN
FRQGXFWHG D SULYDWH SODFHPHQW RI VKDUHV RI RXU FRPPRQ VWRFN SXUVXDQW WR ZKLFK z
WUDGLQJ RQ D QDWLRQDO H[FKDQJH :H KDYH DSSOLHG WR OLVW RXU FRPPRQ VWRFN RRXU VOKNW
EH HITHFWLYH ODWH LQ WKH ILUVW TXDUWHU RU HDUO\ LQ WKH VHFRQG TXDUWHU RI

2XU %XVLQHVV 6WUDWHJ\

‘H EHOLHYH D EDQN VKRXOG EH PHDVXUH®% EXWLKQH W\DHOVX H: H W RDGEG5 W KMCRWL R/X/U F X WRPHRUWV ¢
ZLWK GHHS PDUNHW H[SHULHQFH ZKR DUH HPSRZHUHG ZLWK GHFLVLRQ PDNLQJ DXWKRULW\ DQ:
XQGHUVWDQG RXU FRPSHWLWLYH VWUHQJWKY DQG SXUVXH GLVFLSOLQHG JURZWK WKURXJK W
VWUDWHJI\ SULPDULO\ FRQVLVWY RI LGHQWLI\LQJ DQG UHFUXLWLQJ WDOHQWHG WHDPV RI EDQN

:H EHOLHYH WKHUH LV DQ DUHD VWUHWFKLQJ IURP '‘DOODV 7H[DV WR -DFNVRQ OLVVLVVLE

FRUULGRUV ZKRVH VPDOO WR PLGVL]HG EXVLQHVVHV DQG KLJK QHW ZRUWK LQGLYLGXDOV
FRPPHUFLDO DQG SULYDWH EDQNLQJ SURGXFWV DQG VHUYLFHV :H LQWHQG WR OHYHUDJH RXL
RSSRUWXQLWLHY ERWK ZLWKLQ RXU H[LVWLQJ IRRWSULQW DQG LQ WKLV ODUJHU UHJLRQ 2XU

" (ISDQGLQJ 3UHVHQFH LOKUQMWIHQRDLMWNHWYD VWURQJ SRVLWLRQ LQ DOPRVW DOO RI
EDQNV E\ GHSRVLW PDUNHW VKDUH ZH DUH FRQWLQXDOO\ ZRUNLQJ WR VWUHQJIWKH ¢
UHODWLRQVKLSY DUH DW WKH KHDUW Rl RXU EXVLQHVV DQG ZH DUH DOZD\V ORRNLC
PDUNHWV $GGLWLRQDOO\ ZH FRQVWDOQWO\ VWUHVV GHSRVLW JURZWK WR RXU EDQN
DELOLW\ WR IXQG WKRVH ORDQV $OWKRXJK PDQ\ Rl RXU PDUNHWYV DUH FXUUHQWO\ °
PRGHO ZH PD\ FRQVLGHU DGGLQJ PRUH EDQNLQJ FHQWHUV RU FRPSOHPHQWDU\ RIILF




7DEOH RI &RQWHQWYV

" 2SSRUWXQLVWLF ODH DHW ZIEO®BYRRQWLRQHG WR H[SDQG DORQJ WKH , DQG , F
(DVW 7H[DV PDUNHWY WR WKH ZHVW DQG LQWR WKH -DFNVRQ DQG *XOISRUW %LORJL
GHPRJUDSKLFV DQG D VLIQLILFDQW FRQFHQWUDWLRQ RI VPDOO WR PLGVL]HG EXVLC
EDQNLQJ LOQGXVWU\ :H LQWHQG WR IRFXV RQ JURZLQJ LQWR WKHVH PDUNHWYV DV ZH
ORFDO EDQNHUV ZKR ILW RXU FXOWXUH DQG EDQNLQJ VWUDWHJI\ (DFK RI RXU H[SDQ

» 'LVFLSOLQHG $FTXLKILOMLRI® BMOUD WHIRDLQ IRFXVHG RQ RUJDQLF H[SDQVLRQ ZH ZLOO
VWUDWHJILF EXVLQHVV DFTXLVLWLRQV DV WKH\ DULVH IURP WLPH WR WLPH :H KDYH
DFTXLVLWLRQV ZLWK RXU RQO\ DFTXLVLWLRQV WR GDWH EHLQJ WKH DFTXLVLWLRQ R
LQ DQG WKH DFTXLVLWLRQ RI OLQGHQ %DQFRUS ,QF ZLWKLQ RXU VHFRQG ROGHYV
GHVFULEHG LQ IXUWKHU GHWDLO EHORZ :KLOH ZH DQWLFLSDWH WKH RUJDQLF H[SDQ
D SDUW\ WR DQ\ IRUPDO RU LQIRUPDO DFTXLVLWLRQ DUUDQJHPHQWY ZH ZLOO FDUHI
VWUDWHJILF YLVLRQ DQG SURYLGH DWWUDFWLYH ULVN DGMXVWHG UHWXUQV WR RXL

$FTXLVLWLRQ $FWLYLW\

$PHULFDQ *DWHZD\ )LOQDRF ODOFKRUSRUDAMHLERRTXLUHG $PHULFDQ *DWHZD\ )LQDQFLDO &RU
VXEVLGLDU\ $PHULFDQ *DWHZD\ %DQN 3ULRU WR WKH PHUJHU $*)& RSHUDWHG WHQ IXOO VHUY
PLOOLRQ WRWDO ORDQV RI PLOOLRQ DQG WRWDO GHSRVLWYV RI PLOOLRQ LQ WKH WU
5RXJH DQG (DVW %DWRQ 5RXJH PDUNHWY DQG HQKDQFHG RXU FRUH GHSRVLW SRUWIROLR

OLQGHQ %DQE@LRE W,REHU ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUI
VXEVLGLDU\ 0%/ %DQN 7KH DFTXLVLWLRQ ZDV FRQVXPPDWHG RQ -DQXDU\ $V D UHVXOW ¥
WKH 6KUHYHSRUW %RVVLHU &LW\ PHWURSROLWDQ DUHD WRWDO DVVHWV RI PLOOLRQ QHW

SUHVHQFH LQ RXU 1RUWKZHVW /RXLVLDQD PDUNHW DQG DGGHG ZKDW ZH EHOLHYH WR EH D VV

%HFDXVH WKH DFTXLVLWLRQ RI 0%, ZDV FRQVXPPDWHG DIWHU WKH \HDU HQGHG 'HFHPEHU
5HSRUW RQ )RUP . ZLOO QRW UQRO/OGHV WK BHHFW RW M KREXEVHTXHQW (YHQWV  LQ WKH 1RWI

2XU &RPSHWLWLYH 6WUHQJWKYV
‘H EHOLHYH WKH IROORZLQJ FRPSHWLWLYH VWUHQJWKY GLITHUHQWLDWH XV IURP RXU SHt

» BRSKLVWLFDWHG % XV L Q H8/Q/OLHNMGW @ D &ID/SIDREQ DO WRRPXQLW\ EDQNV ZH VSHFLILFDOC
UHTXLUH D GHJUHH RI EXVLQHVYV OHQGLQJ H[SHUWLVH WKDW LV W\SLFDOO\ IRXQG RC
FUHGLW QHHGV EHWZHHQ PLOOLRQ DQG PLOOLRQ ZKRVH EDQNLQJ QHHGY DUH W
WR DWWUDFW SHUVRQDOL]HG DWWHQWLRQ DQG VHUYLFH IURP ODUJHU LQVWLWXWLR:
EDQN ZH EHJDQ IRFXVLQJ KHDYLO\ RQ RXU & , SURGXFWV DIWHU WKH HFRQRPLF GRZ
PDUNHWY & , OHQGLQJ UHTXLUHV H[SHULHQFHG EDQNHUV ZLWK D GHHS XQGHUVWDQ
ZHOO VXLWHG IRU RXU 3KLJK WRXFK" DSSURDFK WR EDQNLQJ :H EHOLHYH WKDW ZH |
WKDW LV KLVWRULFDOO\ XQGHUVHUYHG SRVLWLRQLQJ XV IRU PHDQLQJIXO JURZWK .
FDWHU WR RXU WDUJHW FXVWRPHUYV




7DEOH RI

&RQWHQWYV

TUXERPPXQLW\ %DQMV@GLWREHQLQJ ORFDWHG LQ /RXLVLDQDYY ODUJHVW PHWURSROL
7H[DV ZH KDYH D WUXH FRPPXQLW\ EDQNLQJ PLQGVHW 7KDW PHDQV UHODWLRQVKLS
SUHVLGHQWY DQG WKHLU WHDPV DUH WUDLQHG LQ FUHGLW XQGHUZULWLQJ DQG DVV
FUHGLW SURGXFHUV 7KH H[SHULHQFH DQG WDOHQW RI RXU PDUNHW SUHVLGHQWYV DI
PDNLQJ DXWKRULW\ ZKLOH PDLQWDLQLQJ GLVFLSOLQHG FUHGLW SUDFWLFHV ,Q RXU
TXDOLW\ ORDQ JHQHUDWLRQ DQG PD[LPL]JHV HIILFLHQF\ )XUWKHU RXU HPSKDVLV RQ
XQGHUVWDQG WKH LPSRUWDQFH RI TXDOLW\ FRUH GHSRVLW IXQGLQJ ZKLFK ZH EHO
%DQN DV D QHWZRUN RI WUXH FRPPXQLW\ EDQNV QRW DV D W\SLFDO UHJLRQDO ILQEC
FRUSRUDWH OHYHO ZLWKRXW LQSXW IURP LWV ORFDO EDQNHUV ,Q DGGLWLRQ RXU I
%DWRQ 5RXJH SURYLGLQJ WKH EDQN ZLWK D PRUH LQIRUPHG YLHZ RI RXU IRRWSULC

(QWUHSUHQHXUWLERDY&XDRUNHG KDUG WR EXLOG D WHDP RI VHOI VWDUWHUYV ZKR DUH
VXFFHVV UHFUXLWLQJ EDQNHUV DW PXFK ODUJHU LQVWLWXWLRQV ZKR DUH IUXVWUD
IRFXV RQ WKH SXUVXLW RI ODUJHU EXVLQHVYVY EDQNLQJ FOLHQWY WKDW ODUJHU EDQ
/ILNHZLVH ZH KDYH VXFFHVVIXOO\ UHFUXLWHG EDQNHUYV DW SHHU RU VPDOOHU LQVW
DSSURSULDWHO\ VHUYH WKH PRUH VRSKLVWLFDWHG EDQNLQJ QHHGV RI WKH VPDOO
:H EHOLHYH WKHLU FROODERUDWLYH DQG FRKHVLYH DSSURDFK WR ZRUNLQJ UHODWL
ZHOO SRVLWLRQHG IRU IXWXUH JURZWK DQG KHOSV XV DWWUDFW DQG UHWDLQ RWKF

+LVWRU\ Rl 'LVFLSGLQHAB RPSD QRAR®LQJ LQ ZH KDYH JURZQ UDSLGO\ DFURVV WKF
H[SDQVLRQV ZHUH LQLWLDWHG ZLWK FDUHIXO LGHQWLILFDWLRQ DQG UHFUXLWPHQW
LOQGXVWULHYV DQG FUHGLW H[SRVXUHV 2XU EDQNLQJ FHQWHUYV DUH FDUHIXOO\ VLWX
WR PLGVL]HG EXVLQHVV FXVWRPHUV DQG KLJK QHW ZRUWK LQGLYLGXDOV 7KLV GLV
EDQNHUV LQ WKH ULJKW PDUNHWYV EXW LQ FRQWLQXLQJ WR IRFXV RQ WKH FXVWRPH
JURZ 2YHU WKH \HDUV WKH PDJQLWXGH RI RXU ODUJH EDQNLQJ UHODWLRQVKLSV KI
VLIQLILFDQWO\ ,Q RUGHU WR FRQWLQXH WR VHUYH RXU FXVWRPHUV DV WKH\ JURZ .
ZH EHOLHYH XQGHUVFRUHY WKH VWUHQJWK RI RXU XQGHUZULWLQJ SURFHVV DQG WK
RXU VWUHQJWKY OLH DQG QRW SXUVXH JURZWK EOLQGO\

6WURQJ 3GDWUREMNKO QHFHVVDU\ FRPSOHPHQW WR RXU VW\OH RI VRSKLVWLFDWHG FI
D VWURQJ RSHUDWLRQDO SODWIRUP WR HPSRZHU RXU LQGLYLGXDO PDUNHWYV WR WK
IRU IXWXUH JURZWK ZLWKRXW FRPPHQVXUDWH JURZWK LQ RSHUDWLRQDO H[SHQVHV
FDSDELOLWLHV LQ UHFHQW \HDUV *# ZH EHOLHYH RXU XQGHUZULWLQJ FDSDELOLWLH\
TXDOLW\ PHWULFY DUH HYLGHQFH RI WKRVH FDSDELOLWLHYV :H LQYHVW LQ WHFKQRO
SURGXFWLRQ VLGH RI RXU EXVLQHVVY DQG WR DFFRPPRGDWH IXWXUH JURZWK ZLWKR
LQ WHFKQRORJ\ ZLOO DOVR DOORZ XV WR PDLQWDLQ RXU 3KLJK WHFK KLJK WRXFK" D




7DEOH RI &RQWHQWYV
2XU ODUNHWYV

2XU EDQNLQJ RSHUDWLRQV DUH FXUUHQWO\ RUJDQL]J]HG LQWR HLJKW PDUNHWY LQ /RXLVLEL
PDUNHW ZKLFK ZH VHUYLFH WKURXJK EDQNLQJ FHQWHUV D ORDQ SURGXFWLRQ RIILFH LQ HD
PDUNHW :H IRUPDOO\ H[SDQGHG RXU RSHUDWLRQV RXWVLGH RI /RXLVLDQD IRU WKH ILUVW WLPt
DOUHDG\ KDYH VXEVWDQWLDO OHQGLQJ UHODWLRQVKLSY SULPDULO\ RULJLQDWHG IURP RXU 1F
EDQNLQJ FHOQWHUV LQ WKH VHFRQG TXDUWHU RI :KLOH ZH GR QRW KDYH DQ\ IXUWKHU VSH}
LQ PDUNHWY DQG SRWHQWLDO DFTXLVLWLRQV WKDW ILW RXU PRGHO JRLQJ IRUZDUG

2XBURGXFWYV DQG 6HUYLFHV

%XVLQHVV J)LUVW %DQN LV DQ LQGHSHQGHQW ILQDQFLDO LQVWLWXWLRQ WKDW LV HQJDJ
LOVWLWXWLR®WQGQ HRXY VLD @DIHU DPRQJ RWKHU SURGXFWV FKHFNLQJ VDYLQJV DQG PRQH\ P
ORDQV PRUWJDJH ORDQV UHDO HVWDWH ORDQV DQG RWKHU LQVWDOOPHQW DQG WHUP ORDQ
WKURXJK EDQNLQJ IDFLOLWLHY DXWRPDWHG WHOOHU PDFKLQHV QLJKW GHSRVLWRU\ SHUVR(
$&+ VHUYLFHVY GRPHVWLF DQG IRUHLJQ ZLUH WUDQVIHUV WUDYHOHUYV FKHFNV FDVK PDQDJ}t

/HQGLQJ $FWLYLWLHV

$V D EXVLQHVV IRFXVHG FRPPXQLWH RDWHRGDIYQDQFWD @ IL DXWLIQHXYW LRHOPWHG ORDQV LQF
ORDQV FRPPHUFLDO UHDO HVWDWH EDFNHG ORDQV LQFOXGLQJ ORDQV VHFXUHG E\ RZQHU RF}
GHYHORSPHQW ORDQV ERUURZLQJ EDVH ORDQV UHDO HVWDWH FRQVWUXFWLRQ ORDQV KRPH
HVWDWH GHYHORSHUV PRUWJDJH OHQGHUV PDQXIDFWXULQJ DQG LQGXVWULDO FRPSDQLHV [
LQFOXGLQJ UHVLGHQWLDO UHDO HVWDWH ORDQV KRPH HTXLW\ ORDQV LQVWDOOPHQW ORDQV
RULJLQDWH IURP WKH HIIRUWV Rl RXU EDQNHUV ZLWK DQ HPSKDVLY RQ OHQGLQJ WR VPDOO W
LQ RXU PDUNHW DUHDV $OWKRXJK DOO OHQGLQJ LQYROYHV D GHJUHH RI ULVN ZH ZRUN WR PI
FUHGLW TXDOLW\ LQGLFDWRUYV

&RPPHUFLDO DQG ,Q@&XPDMWLDHQ HRID@VFRPPHUFLDO DQG LQGXVWULDO RU & , ORDQV LQFO
ORDQV HTXLSPHQW ILOQDQFLQJ DVVHW DFTXLVLWLRQ H[SDQVLRQ DQG GHYHORSPHQW ORDQV
PDUNHWV WKDW DUH XQGHUZULWWHQ RQ WKH EDVLV RI WKH ERUURZHUYV DELOLW\ WR VHUYLF
LQFOXGLQJ DPRQJ RWKHU WKLQJVY DYDLODEOH UHDO HVWDWH DFFRXQWYV UHFHLYDEOH SURI
ERUURZHU RU SULQFLSDO 2XU & , ORDQV JHQHUDOO\ KDYH YDULDEOH LQWHUHVW UDWHV DQG
VL]H Rl WKH ORDQ WKH ILQDQFLDO VWUHQJWK RI WKH ERUURZHU JXDUDQWRU DQG WKH DJH W
RQH WR ILYH \HDU PDWXULWLHY RU LQFOXGH SHULRGLF LQWHUHVW UDWH UHVHWY 2XU XQGHU.
EH ORQJHU WKDQ ILYH \HDUV KRZHYHU WKH WHUP DQG DPRUWL]DWLRQ PXVW EH FRQVLVWHQYV
H[FHSWLRQ ZLOO EH QRWHG ,Q JHQHUDO & , ORDQV PD\ LQYROYH LQFUHDVHG FUHGLW ULVN D¢
LQFUHDVHG ULVN LQ & , ORDQV GHULYHV IURP WKH H[SHFWDWLRQ WKDW VXFK ORDQV JHQHUD(
QRW EH VXFFHVVIXO $Q\ LQWHUUXSWLRQ RU GLVFRQWLQXDQFH RI RSHUDWLQJ FDVK IORZV IU
VXFK DV HFRQRPLF HYHQWY DQG FKDQJHV LQ JRYHUQPHQWDO UHJXODWLRQV FRXOG PDWHULD
& , ORDQV JHQHUDOO\ LQFOXGHV PRYHDEOH SURSHUW\ VXFK DV HTXLSPHQW DQG LQYHQWRU\
FUHGLW ULVN $V D UHVXOW Rl WKHVH DGGLWLRQDO FRPSOH[LWLHVY YDULDEOHV DQG ULVNV &




7DEOH RI &RQWHQWYV

&RQVWUXFWLRQ DQG 'RKHWORRSPHOQWX FRMLRY SRUWIROLR LQFOXGHYVY ORDQV WR VPDOO WR
GHYHORSHUV RI FRPPHUFLDO UHDO HVWDWH LQYHVWPHQW SURSHUWLHY DQG UHVLGHQWLDO G
KRPHV LQ RXU PDUNHW DUHDV &RQVWUXFWLRQ DQG GHYHORSPHQW ORDQV DUH JHQHUDOO\ PD
GRHVY DOORZ IRU H[FHSWLRQV LQ ZKLFK WKH WHUP RI D FRQVWUXFWLRQ DQG GHYHORSPHQW O
WKH ERUURZHUYVY GRFXPHQWHG DELOLW\ WR UHSD\ 7KH UDWLR RI WKH ORDQ SULQFLSDO WR W
UHJXODWRU\ VXSHUYLVRU\ JXLGHOLQHYVY /RDQ SURFHHGYV DUH GLVEXUVHG EDVHG RQ WKH SHL
FROQVWUXFWLRQ OHQGHU RU WKLUG SDUW\ LQVSHFWRU 5LVNV DVVRFLDWHG ZLWK FRQVWUXFW
ULVN DQG FKDQJH LQ PDUNHW WUHQGYV :H DUH DOVR H[SRVHG WR ULVN EDVHG RQ WKH DELOL"
FRPSOHWLRQ RI WKH SURMHFW ZKLFK PD\ EH DIIHFWHG E\ FKDQJHY LQ VHFRQGDU\ PDUNHW WF

&RPPHUFLDO 5HDO :(tVWIDWWH URDQWVWDWH ORDQV IRU FRPPHUFLDO SURSHUW\ WKDW LV RZ
LQYHVWRUV &RPPHUFLDO ORDQV WKDW DUH VHFXUHG E\ RZQHU RFFXSLHG FRPPHUFLDO UHDO t
FDWHJRU\ RI ORDQ &RPPHUFLDO UHDO HVWDWH ORDQ WHUPV DUH JHQHUDOO\ ILYH \HDUV RU O]
VWUXFWXUHG RQ D ORQJHU DPRUWL]DWLRQ EDVLV LQ XQXVXDO FDVHV 7KH LQWHUHVW UDWHV
IL[HG IRU D SHULRG H[FHHGLQJ ILYH \HDUV :H JHQHUDOO\ FKDUJH DQ RULJLQDWLRQ IHH IRU RX
EXVLQHVV VXSSRUWHG E\ D UHYLHZ RI WKH SULQFLSDO RZQHUVY SHUVRQDO ILQDQFLDO VWDW
ORDQV LQFOXGH IOXFWXDWLRQV LQ WKH YDOXH RI UHDO HVWDWH WKH RYHUDOO VWUHQJWK F
WKH TXDOLW\ RI WKH ERUURZHUYVY PDQDJHPHQW :H PDNH HIIRUWYV WR OLPLW RXU ULVN E\ DQD(
FRPPHUFLDO UHDO HVWDWH ORDQV LQFOXGHV D ZLGH YDULHW\ RI SURSHUW\ W\SHV VXFK DV Fk
XVH UHVLGHQWLDO FRPPHUFLDO SURSHUWLHYVY UHWDLO FHQWHUY DQG PXOWLIDPLO\ SURSHUWL
HVWDWH DQG FRQVXPHU ORDQ SRUWIROLRYV

5HVLGHQWLDO 5HDB RYWDWHUMMND QQG VHFRQG OLHQ RQH WR IRXU IDPLO\ PRUWJDJH ORD(
RZQHU RFFXSLHG SULPDU\ UHVLGHQFHYV 2XU UHWDLO FRQVXPHU UHDO HVWDWH OHQGLQJ SURG
RULJLQDWH IRU UHVDOH RQH WR IRXU IDPLO\ PRUWJDJH ORDQV DQG WKRVH ORDQV DUH LQFO.
FRQVXPHU UHDO HVWDWH ORDQ SRUWIROLR SUHVHQWY ORZHU OHYHOV RI ULVN WKDQ RXU FRPI
RQ IOXFWXDWLRQV LQ WKH YDOXH RI WKH UHDO HVWDWH FROODWHUDO VHFXULQJ WKH ORDQ |
IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUVRQDO KDUGVKLS

&RQVXPHU /RD@MW RXU IRFXV LV RQ VHUYLFH WR VPDOO WR PLGVL]HG EXVLQHVVHV ZH DO\
SXUSRVHV LQFOXGLQJ VHFXUHG DQG XQVHFXUHG LQVWDOOPHQW DQG WHUP ORDQV :H RIIHU
FRQVXPHU ORDQV WR SHUVRQV ZKR GR QRW KDYH D SUH H[LVWLQJ UHODWLRQVKLS ZLWK XV 2
FROGLWLRQ DQG LQ VRPH FDVHV DUH XQVHFXUHG FUHGLWV VXEMHFW XV WR ULVN EDVHG R(
IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUVRQDO KDUGVKLS DQG 10
DQ\




7DEOH RI &RQWHQWYV

&UHGLW 3ROLFLHY DQG 3URFHGXUHYV

*HQHUDK® DGKHUH WR ZKDW ZH EHOLHYH DUH GLVFLSOLQHG XQGHUZULWLQJ VWDQGDUGYV
RXU SULPDU\ PDUNHW DUHDV E\ RITHULQJ IOH[LEOH ORDQ VROXWLRQV LQ D UHVSRQVLYH DQG W
ORQJ WHUP FXVWRPHU UHODWLRQVKLSY FRQVLVWHQW DQG WKRURXJK XQGHUZULWLQJ IRU DO
SRUWIROLR DFURVV FXVWRPHU SURGXFW DQG LQGXVWU\ W\SHV 2XU OHQGLQJ SROLFLHV GR (
YDOXH UDWLRV 7KHVH FRPSRQHQWYV WRJIJHWKHU ZLWK DFWLYH FUHGLW PDQDJHPHQW DUH WK
YDOXH RI RXU RUJDQL]DWLRQ WR RXU FXVWRPHUY HPSOR\HHV VKDUHKROGHUV DQG FRPPXQL)

&UHGLW &RQFHQWROQWHRWVRQ ZLWK WKH PDQDJHPHQW RI RXU FUHGLW SRUWIROLR ZH D
FRQFHQWUDWLRQV 2XU ORDQ DSSURYDO SROLFLHV HVWDEOLVK FRQFHQWUDWLRQ OLPLWYV ZL\
ORDQ SURGXFW FRQFHQWUDWLRQ OHYHOV RXU FRPPHUFLDO UHDO HVWDWH FRQFHQWUDWLRQ"
RI '"LUHFWRUV

/RDQ $SSURYDOH3VRHFNWR DFKLHYH DQ DSSURSULDWH EDODQFH EHWZHHQ SUXGHQW GLV
UHVSRQVLYHQHVV WR RXU FXVWRPHUV 2XU ERDUG KDV HVWDEOLVKHG DQ 3LQ KRXVH" OHQGLC
UHFHQW \HDU HQG $V RI '"HFHPEHU WKH %DQN KDG D OHJDO OHQGLQJ OLPLW RI DSSURI[LPI

LWV 3LQ KRXVH" OHQGLQJ OLPLW ZDV PLOOLRQ DV RI VXFK GDWH 2XU FUHGLW DQDO\VW Wt
ORFDWLRQV

2XU FUHGLW DSSURYDO SROLFLHV SURYLGH IRU YDULRXV OHYHOV RI RIILFHU DQG VHQLR
SRVLWLRQ FDSDELOLW\ DQG H[SHULHQFH /RDQV SUHVHQWLQJ DJJUHJDWH OHQGLQJ H[SRVXUH
RU PDUNHW SUHVLGHQW /RDQV SUHVHQWLQJ DJJUHJDWH OHQGLQJ H[SRVXUH EHWZHHQ D
2IILFHU /RDQV SUHVHQWLQJ DJJUHJDWH OHQGLQJ H[SRVXUH EHWZHHQ PLOOLRQ DQG PLO(
DORQJ ZLWK WKH PDUNHW SUHVLGHQW /RDQV SUHVHQWLQJ DJJUHIJDWH OHQGLQJ "M IRMXXWH Y B
&RPPLWWHH RU 'LUHFWRUVY /RDQ &RPPLWWHH UHVSHFWLYHO\ &RQVXPHU ORDQV ZKLFK SUHVH
RWKHU DUH DSSURYHG E\ DSSURSULDWH FRQVXPHU OHQGLQJ SHUVRQQHO XVLQJ FUHGLW XQ¢(C
JXLGHOLQHY &RQVXPHU ORDQV H[FHHGLQJ WKH QRWHG DPRXQWYV RU ORDQV ZLWK SROLF\ H[F
([HEXWLYH OHYHO PDQDJHPHQW RU /RDQ &RPPLWWHH DXWKRULW\ ZKLFK ZH EHOLHYH SURYLGH
SDUDPHWHUY DUH UHYLHZHG SHULRGLFDOO\ E\ WKH %DQNYVY ERDUG RI GLUHFWRUV :H EHOLHY
GHFLVLRQ PDNLQJ

&UHGLW 5LVN 0OBOQOBGHRWHQWN PDQDIJHPHQW LQYROYHV D SDUWQHUVKLS EHWZHHQ RXU HJ
RI WKH ([HFXWLYH /RDQ &RPPLWWHH DW ZKLFK DVVHW TXDOLW\ FUHGLW DSSURYDOV DQG GHO
PDQDJHPHQW SURDFWLYHO\ VXSSRUW FROOHFWLRQ DFWLYLWLHY 2XU HYDOXDWLRQ DQG FRPE
SDVW GXH ORDQV DQG FKDUJH RIIV WR WRWDO ORDQV LQ WKH RIILFHUfV SRUWIROLR WKDW ZI
FUHGLWY FRQVLVWHQW ZLWK RXU VWUDWHJILF IRFXV RQ DVVHW TXDOLW\ 2XU SROLFLHV UHTXI




7DEOH RI &RQWHQWYV

‘H PDLQWDLQ D @UVWKRI - ORVOIFEV/LVW WKDW UHFHLYH DGGLWLRQDO DWWHQWLRQ LI ZH EHO
%RDUG RI 'LUHFWRUV PRQWKO\ /RDQ RIILFHUVY DUH HQFRXUDJHG WR EULQJ SRWHQWLDO FUHC
DV GHHPHG DSSURSULDWH $GGLWLRQDOO\ ZH SHULRGLFDOO\ KDYH DQ LQGHSHQGHQW WKLU(
ERUURZHUYY DQG JXDUDQWRUYfV ILODQFLDO FRQGLWLRQ WKH %DQNYfVY FROODWHUDO SRVLWLR
SUHVHQWHG WR WKH %DQNYfV 5LVN &RPPLWWHH )LQDOO\ ZH SHUIRUP VWUHVV WHVWLQJ RQ NF
FRQGLWLRQV RQ WKH SRUWIROLR EDVHG RQ SUHYLRXV UHFHVVLRQDU\ SHULRGV 7KH UHSRUYV
TXDOLW\

'"HSRVLWYV

2XU GHSRVLWYV VHUYH DV WKH SULPDU\ IXQGLQJ VRXUFH IRU OHQGLQJ LQYHVWLQJ DQG
VHUYLFHV LQFOXGLQJ EXVLQHVV FKHFNLQJ DQG VDYLQJVY DFFRXQWYV DQG WUHDVXU\ PDQDJH
YDULHW\ RI FKHFNLQJ DQG VDYLQJV DFFRXQWYV FHUWLILFDWHY RI GHSRVLW PRQH\ PDBNHW D
6WDWHPHQWY EDQN E\ PDLO DQG GLUHFW GHSRVLW VHUYLFHV :H VROLFLW GHSRVLWV WKUR?>
FRPPXQLW\ IRFXVHG PDUNHWLQJ DQG KDYH UHFHQWO\ LPSOHPHQWHG DQ LQFHQWLYH ERQXV S
GHSRVLW SURGXFWV DW ORDQ RULJLQDWLRQ

*LYHQ WKH GLYHUVH QDWXUH RI RXU EDQNLQJ ORFDWLRQ QHWZRUN DQG RXU UHODWLRQ
OHVV VHQVLWLYH WR LQWHUHVW UDWH YDULDWLRQV WKDQ RXU FRPSHWLWRUV 1HYHUWKHOH"
EXVLQHVV IRFXVHG EDQN RIIHULQJ FRPSUHKHQVLYH EXVLQHVYV EDQNLQJ VHUYLFHV ZH HQFR>»
OHQGLQJ UHODWLRQVKLSY DQG SHUVRQDOL]HG VHUYLFH KHOSV XV LQ WKHVH HIIRUWYV

HDOWK 6ROXWLRQV 6HUYLFHYV

:H RIIHU ZHDOWK PDQDJHPHQW DQG RWKHU ILGXFLDU\ DQG SULYDWH EDQNLQJ VHUYLFH
IDPLOLHY DQG SURIHVVLRQDO VHUYLFH FRPSDQLHV ,Q DGGLWLRQ WR ILGXFLDU\ DQG LQYHVWE
UHODWLRQVKLSY DQG H[SDQG H[LVWLQJ UHODWLRQVKLSY WR JURZ RXU GHSRVLWV DQG ORDQYV
VHUYLFHYV DQG WUXVW DQG LQYHVWPHQW PDQDJHPHQW E\ D WHDP Rl VHDVRQHG DGYLVRUV S|
LQGLYLGXDO UHWLUHPHQW DFFRXQWVY PRQH\ PDUNHW DFFRXQWY DQG RWKHU ILQDQFLDO SUR!
ZLWK RSHUDWLRQV SULPDULO\ FRQGXFWHG IURP RXU ZHDOWK VROXWLRQV RIILFH LQ 7KLERGDX

2WKHU 3URGXFWY DQG 6HUYLFHV

,Q DGGLWLRQ WR WUDGLWLRQDO EDQNLQJ DFWLYLWLHY DQG WKH RWKHU SURGXFWV DQC
LQFOXGLQJ GHELW DQG F U HGILGN FIPD/IKGP D ORG M P WY WWHHDNLXHY PHUFKDQW VHUYLFHVY HPSOR\H
EDQN DW ZRUN EHQHILWY DXWRPDWHG FOHDULQJ KRXVH VHUYLFHV ORFN ER[ VHUYLFHV UHP
IRUHLJQ H[FKDQJH VHUYLFHY DQG RWKHU WUHDVXU\ VHUYLFHYV

6XEVLGLDULHYV
‘H KDYR WKROO\ RZQHG VXEVLGLDULHV %XVLQHVV )LUVW %DQN LV D GLUHFW ZKROO\ RZ:

//1& LV D ZKROO\ RZQHG VXEVLGLDU\ Rl %XVLQHVV )LUVW %DQN DQG LV WKHUHIRUH DQ LQGLUI
FXUUHQWO\ LOQDFWLYH DQG GRHY QRW HQJDJH LQ DQ\ PDWHULDO EXVLQHVYV DFWLYLWLHYV




7DEOH RI &RQWHQWYV
&RPSHWLWLRQ

7KH EDQNLQJ DQG ILQDQFLDO VHUYLFHVY LQGXVWU\ LV KLIKO\ FRPSHWLWLYH DQG ZH FRPE
UHJLRQDO DQG QDWLRQDO FRPPHUFLDO EDQNV DQG FUHGLW XQLRQV :H DOVR FRPSHWH ZLWK I
VHFXULWLHV ILUPV LQVXUDQFH FRPSDQLHV WKLUG SDUW\ SD\PHQW SURFHVVRUV ILQWHFK FF
RI RXU FRPSHWLWRUV DUH QRW VXEMHFW WR WKH UHJXODWRU\ UHVWULFWLRQV DQG OHYHO R

,QWHUHVW UDWHY RQ ORDQV DQG GHSRVLWV DV ZHOO DV SULFHV RQ IHH EDVHG VHUYLFI
LQGXVWU\ 0DQ\ RI RXU FRPSHWLWRUV DUH PXFK ODUJHU ILQDQFLDO LQVWLWXWLRQV WKDW KI
FRPSHWLWRUV DWWHPSW WR JDLQ PDUNHW VKDUH WKURXJK WKHLU 12\QBRIQF LIPG BWW G Q@ AWWFRP[S H
LQGXVWU\ DQG PDUNHWYV LQFOXGH RIILFH ORFDWLRQV DQG KRXUV TXDOLW\ RI FXVWRPHU VHL
WR H[WHQG FUHGLW DQG DELOLW\ WR RIIHU VRSKLVWLFDWHG EDQNLQJ SURGXFWY DQG VHUYL
SULFLQJ ZH EHOLHYH WKDW RXU EURDG DQG VRSKLVWLFDWHG FRPPHUFLDO EDQNLQJ SURGXF"
FRPPXQLW\ UHODWLRQVKLSY ZLOO HQDEOH XV WR FRPSHWH VXFFHVVIXOO\ ZLWKLQ RXU PDUNH

(PSOR\HHV

$V RI '"HFHPEHUZH KDG IXOO WLPH HTXLYDOHQW HPSOR\HHV 1RQH RI RXU HPSOR\HHV Dl
FROOHFWLYH EDUJDLQLQJ XQLW :H DUH FRPPLWWHG WR KLULQJ DQG UHWDLQLQJ KLJK TXDOLW
DUH JRRG

$YDLODEOH ,QIRUPDWLRQ

7KH &RPSDQ\ ILOHV UHSRUWY DQG RWKHU LQIRUPDWLRQ ZLWK WKH 6HFXULWLHY DQG ([FKD
<RX PD\ UHDG DQG FRS\ WKLV LQIRUPDWLRQ DW WKH 6(&TV 3XEOLF 5HIHUHQFH 5RRP ) BWUHH\
WKH 3XEOLF 5HIHUHQFH 5RRP E\ FDOOLQJ WKH 6(& DW 6(& 7KH 6(& DOVR PDLQWDLQV DQ
LQIRUPDWLRQ DERXW LVVXHUV OLNH WKH &RPSDQ\ ZKR ILQKHNVMSEHFRMVARQHFDIRXY\ ZLWK WKH 6(&

'REXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& DUH DYDLODEOH IURP WKH &RPSDQ\ ZLWt!
ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& E\ UHTXHVWLQJ WKHP LQ ZULWLQJ RU E\ WHOHSKRQH IURI

%XVLQHVV J)LUVW %DQFVKDUHV ,QF
/IDXUHO 6WUHHW 6XLWH
%DWRQ 5RXJH /RXLVLDQD
$WWHQWLRQ +HDWKHU 5RHPHU &RUSRUDWH 6HFUHWDU\
7HOHSKRQH
ZZZ E EDQN FRP

'RFXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKHI&(ZHHEM. WO VRZZYD EODINOHRRQ WKRURBRWIRQ\ |
LQIRUPDWLRQ RQ RU DFFHVVLEOH WKURXJK WKH 6(&fV RU WKH &RPSDQ\TV ZHEVLWH LV QRW S




7DEOH RI &RQWHQWYV
6XSHUYLVLRQ DQG 5HIXODWLRQ
*HQHUDO

7KH 8 6 EDQNLQJ LQGXVWU\ LV KLIJKO\ UHJXODWHG XQGHU IHGHUDO DQG VWDWH ODZ &R
PDQDJHPHQW GHFLVLRQV DQG JHQHUDO DQG ORFDO HFRQRPLF FRQGLWLRQV EXW DOVR E\ WK
UHJXODWRU\ DXWKRULWLHY 7KHVH DXWKRULWRXWLQBOXT)H WSEHD)®IG H/UADIONGHH WIDPLYRII P XaN KB 81%
DQG SROLFLHV DQG DQ\ FKDQJHV WR VXFK VWDWXWHV UHJXODWLRQV DQG SROLFLHV FDQ E

7KH SULPDU\ JRDOV RI WKH EDQN UHJXODWRU\ VFKHPH DUH WR PDLQWDLQ D VDIH DQG VR
IDLUQHVYVY DQG WUDQVSDUHQF\ IRU ILQDQFLDO SURGXFWYV DQG VHUYLFHV 7KH VI\VWHP RI VXS
IUDPHZRUN IRU WKHLU UHVSHFWLYH RSHUDWLRQV DQ®VLH 8§ WIHV) GRI'GXEWIPAHJ )00 GR W WH Ho B QR
WKDQ RXU VKDUHKROGHUV RU FUHGLWRUV 7KH GHVFULSWLRQ EHORZ VXPPDUL]JHVY FHUWDLQ H(
GHVFULEH DOO ODZV DQG UHJXODWLRQV DSSOLFDEOH WR XV DQG RXU VXEVLGLDULHV DQG Wk
SROLFLHV LQWHUSUHWLYH OHWWHUY DQG RWKHU ZULWWHQ JXLGDQFH WKDW DUH GHVFULEHG

%XVLQHVYV )LUVW %DQFVKDUHV ,QF

$V D EDQN KROGLQJ FRPSDQ\ ZH DUH VXEMHFW WR UHJXODWLRQ XQGHU WKH %DQN +ROGL
HQIRUFHPHQW E\ WKH J)HGHUDO 5HVHUYH 7KH %+& $FW DQG RWKHU IHGHUDO ODZV VXEMHFW E
PD\ HQJDJH DQG WR D UDQJH Rl VXSHUYLVRU\ UHTXLUHPHQWY DQG DFWLYLWLHY LQFOXGLQJ
5HVHWYMXULVGLFWLRQ DOVR H[WHQGV WR DQ\ FRPSDQ\ WKDW ZH GLUHFWO\ RU LQGLUHFWO\ F
FROQWUROOLQJ LQYHVWPHQW

JLQDQFLDO 6HUYLFHV2QGOOAWU\ 5HIRWKIM 'RGG )UDQN $FW ZDV HQDFWHG 7KH 'RGG )UDQN
LPSOHPHQWLQJ FKDQJHV WR WKH ILQDQFLDO UHJXODWRU\ ODQGVFDSH DLPHG DW VWUHQJWKH
RWKHU WKLQJV

" HVWDEOLVK WKH &)3% DQ LQGHSHQGHQW RUJDQL]DWLRQ ZLWKLQ WKH JHGHUDO 5HV
DSSOLFDEOH WR DOO HQWLWLHV RIIHULQJ FRQVXPHU ILQDQFLDO SURGXFWV RU VHUY

" DSSO\ WKH VDPH GHDNUBJIADBQ®W DOMNHTXLUHPHQWY WKDW DSSO\ WR LQVXUHG GHSR
DPRQJ RWKHU WKLQJV ZLOO UHTXLUH XV WR GHGXFW DOO WUXVW SUHIHUUHG VHFXUI
VHFXULWLHYV LVVXHG SULRU WR 0D\ IRU DOO EDQN KROGLQJ FRPSDQLHV ZLWK O
H[HPSW IURP WKLY UHTXLUHPHQW

" EURDGHQ WKH EDVH IRU )',& LQVXUDQFH DVVHVVPHQWY IURP WKH DPRXQW RI LQVXI
GXULQJ WKH DVVHVVPHQW SHULRG VXEMHFW WR ULVN EDVHG DGMXVWPHQWY WKDW
GHSRVLWYV

" SHUPDQHQWO\ LQFUHDVH )',& GHSRVLW LQVXUDQFH PD[LPXP WR
" HOLPLQDWH WKH XSSHU OLPLW IRU WKH UHVHUYH UDWLR GHVLJQDWHG E\ WKH )',& HL

IXQG IURP WR RI WKH HVYWLPDWHG DPRXQW RI WRQD & ALPVLQUMGEH GAHSHR W HW X LEN
GLYLGHQGY WR GHSRVLWRU\ LQVWLWXWLRQV ZKHQ WKH UHVHUYH UDWLR H[FHHGV |
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" SHUPLW EDQNLQJ RUJDQL]DWLRQV ZLWK OHVV WKDQ E MORO L R ROIXEG A RR@QV RLGHLWLG D WIHS
VHFEXULWLHY DQG FXPXODWLYH SHUSHWXDO SUHIHUUHG VWRFN LVVXHG DQG LQFOXGI
RXW

" SHUPLW EDQNVGWR)BRQ@®MHUHVWDWH EUDQFKLQJ LI WKH ODZV RI WKH VWDWH ZKHUH WK
Rl WKH EUDQFK LI LW ZHUH SDUW RI D EDQN WKDW ZHUH FKDUWHUHG E\ VXFK VWDW

" UHSHDO WKH IHGHUDO SURKLELWLRQV RQ WKH SD\PHQW RI LQWHUHVW RQ GHPDQG
WUDQVDFWLRQ DQG RWKHU DFFRXQWYV

" UHTXLUH EDQN KROGLQJ FRPSDQLHY DQG EDQNV WR EH 3ZHOO FDSLWDOL]JHG” DQG 3Z
UHTXLUH DQ\ EDQN KROGLQJ FRPSDQ\ HOHFWLQJ WR EH WUHDWHG DV D ILQDQFLDO K

" GLUHFW WKH )HGHUDO 5HVHUYH WR HVWDEOLVK LOQWHUFKDQJH IHHV IRU GHELW FDL

" LQFUHDVH UHJXODWLRQ Rl FRQVXPHU SURWHFWLRQV UHJDUGLQJ PRUWJDJH RULJLQEL
SUHSD\PHQW FRQVLGHUDWLRQ

" LPSOHPHQW FRUSRUDWH JRYHUQDQFH UHYLVLRQV LQFOXGLQJ ZLWK UHJDUG WR H[H
FRPSDQLHV QRW MXVW ILQDQFLDO LQVWLWXWLRQV DQG

" LQFUHDVH WKH DXWKRULW\ RI WKH )HGHUDO 5HVHUYH WR H[DPLQH XV DQG DQ\ QRQE

,Q DGGLWLRQ WKH 'RGG )UDQN $FW DGGUHVVHV PDQ\ LQYHVWRU SURWHFWLRQ FRUSRUD
FRPSDQLHV +RZHYHU XQGHU WKH -2%6 $FW WKHUH DUH FHUWDLQ H[FHSWLRQV WR WKHVH UHT

7KH UHTXLUHPHQWY RI WKH 'RGG )UDQN $FW DUH VWLOO LQ WKH SURFHVYV RI EHLQJ LPSOF
FRXUVH Rl VHYHUDO \HDUV *LYHQ WKH XQFHUWDLQW\ DVVRFLDWHG ZLWK WKH PDQQHU LQ ZKL
DJHQFLHY DQG WKURXJK UHJXODWLRQV WKH IXOO0O HIWHQW RI WKH LPSDFW VXFK UHTXLUHPHQ\
H[HFXWLYH RUGHU RQ )HEUXDU\ RXWOLQLQJ D QXPEHU RI 2&RUH 3ULQFLSOHV"™ RI UHJXOD
-XQH LGHQWLI\LQJ DQ\ ODZV UXOHV RU UHJXODWLRQV LQFOXGLQJ WKRVH SURPXOJDWH
WKRVH SULQFLSOHV &KDQJHV UHVXOWLQJ IURP IXUWKHU LPSOHPHQWDWLRQ RI FKDQJHV WR |
UHTXLUH FKDQJHV WR FHUWDLQ RI RXU EXVLQHVYV SUDFWLFHV LPSRVH XSRQ XV PRUH VWULQJ
7TKHVH FKDQJHVY PD\ DOVR UHTXLUH XV WR LQYHVW VLJQLILFDQW PDQDJHPHQW DWWHQWLRQ D
DQG UHIJXODWRU\ UHTXLUHPHQWY )DLOXUH WR FRPSO\ ZLWK WKH QHZ UHTXLUHPHQWY PD\ QHJ

5HYLVHG 5XOHV RQ 5BHXXOMRRIU\EHADSIWD® UXOHYV SXUVXDQW WR WKH %DVHO ,,, UHTXLUH
LPSOHPHQW KLJKHU PLQLPXP FDSLWDO UHTXLUHPHQWY IRU EDQN KROGLQJ FRPSDQLHV DQG EDQ
HVWDEOLVK FULWHULD WKDW LQVWUXPHQWY PXVW PHHW WR EH FRQVLGHUHG FRPPRQ HTXLW\ 7
ERWK LPSURYH WKH TXDOLW\ DQG LQFUHDVH WKH TXDQWLW\ RI FDSLWDO UHTXLUHG WR EH KH
HFRQRPLF FRQGLWLRQV 7KH UHYLVHG FDSLWDO UXOHV UHTXLUH EDQNV DQG EDQN KROGLQJ FR
FDSLWDO UDWLR RI RI ULVN EDVHG DVVHWYV D WRWDO FDSLWDO UDWLR RI RI ULVN ED\
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7KH FDSLWDO UXOHVY DOVR UHTXLUH EDQNV WR PDLQWDLQ D &(7 FDSLWDO UDWLR RI D

WR EH GHHPHG 3ZHOO FDSLWDOL]JHG ™ IRU SXUSRVHV RI FHUWDLQ UXOHV DQG SURPSW FRUUI

R DERYH LWV PLQLPXP ULVN EDVHG FDSLWDO UHTXLUHPHQWY WKDW PXVW EH FRPSRVHG RI

RUJDQL]DWLRQV FRQVHUYH FDSLWDO ZKHQ LW LV PRVW QHHGHG DOORZLQJ WKHP WR EHWWHU

7KH FDSLWDO FRQVHUYDWLRQ EXIIHU EHJDQ SKDVLQJ LQ LQ -DQXDU\ Dw RI ULVN ZHLJK

-DQXDU\ $OWKRXIK WKHVH QHZ FDSLWDO UDWLRYV GR QRW EHFRPH IXO0O\ SKDVHG LQ XQWLC

WR PHHW WKHVH UHTXLUHPHQWY ZHOO DKHDG RI WKDW GDWH $Q LQVWLWXWLRQ ZRXOG EH V>

DQG GLVFUHWLRQDU\ ERQXVHV WR H[HFXWLYH RIILFHUWHAHRABWW FDSLWD/OKE HYRPG DY \EW &R B WKW
UHTXLUHPHQWY RQ D IXOO\ SKDVHG LQ EDVLYV

7KH QHZ FDSLWDO UXOHVY DOVR DWWHPSW WR LPSURYH WKH TXDOLW\ RI FDSLWDO E\ LPSC
VWULFWHU HOLJLELOLW\ FULWHULD IRU UHJXODWRU\ FDSLWDO LQVWUXPHQWY WKDW ZRXOG GL
JUDQGIDWKHUHG WUKYW LSUALHUUHFED SHEFROLWRL QJ IRUZDUG DQG QHZ FRQVWUDLQWY RQ WKH L
DVVHWY DQG FHUWDLQ LQYHVWPHQWY LQ WKH FDSLWDO RI XQFRQVROLGDWHG ILQDQFLDO LQV
IURP &(7 FDSLWDO

7KH )HGHUDO 5HVHUYH PD\ DOVR VHW KLJKHU FDSLWDO UHTXLUHPHQWY IRU KROGLQJ FRP¢
LOQWHUQDO JURZWK RU PDNLQJ DFTXLVLWLRQV DUH H[SHFWHG WR PDLQWDLQ VWURQJ FDSLWDC
LQWDQJLEOH DVVHWY %DQN UHJXODWRU\ DJHQFLHVY FRXOG DOVR LPSRVH KLJKHU FDSLWDO U}
KLJKHU FDSLWDO VWDQGDUGIWIREBIWRXWLQRMRRBDVEWRWPED GMRIUHIXODWRU\ FDSLWDO UDWLRV DQ
IRU 3ZHOO FDSLWDOL]JHG LQVWLWXWLRQV XQGHU WKH UXOHV

7KHVH UXOHVY DOVR VHW IRUWK FHUWDLQ FKDQJHV LQ WKH PHWKRGYV RI FDOFXODWLQJ FH
8QGHU WKH QHZ UXOHV KLJKHU RU PRUH VHQVLWLYH ULVN ZHLJKWYV KDYH EHHQ DVVLJQHG WFk
GHYHORSPHQW RU FRQVWUXFWLRQ RI UHDO SURSHUW\ FHUWDLQ H[SRVXUHV RU FUHGLWYV WKI
H[SRVXUHV ,Q DGGLWLRQ WKHVH UXOHV LQFOXGH JUHDWHU UHFRJQLWLRQ RI FROODWHUDO L

,PSRVLWLRQ RI /LDELOLW\ IRU 8 @®0GRUNFDBIXNIDNRHNE BXEHVUBTRULHE WR WDNH SURPSW FRI
LQVXUHG GHSRVLWRU\ LQVWLWXWLRQV ZKRVH FDSLWDO GHFOLQHY EHORZ FHUWDLQ OHYHOV
7KH FDSLWDO UHVWRUDWLRQ SODQ ZLOO QRW EH DFFHSWHG E\ WKH UHJXODWRUVY XQOHVV HD
FRPSOLDQFH ZLWK WKH FDSLWDO UHVWRUDWLRQ SODQ XS WR D FHUWDLQ VSHFLILHG DPRXQW
R1 SD\PHQW LQ EDQNUXSWF\

7KH DJJUHJDWH OLDELOLW\ RI WKH KROGLQJ FRPSDQ\ RI DQ XQGHUH®V S WMHONYHIBWE W® N MM
XQGHUFDSLWDOL]HG RU WKH DPRXQW QHFHVVDU\ WR FDXVH WKH LOQVWLWXWLRQ WR EH DGHTX
EHFRPHV VLJQLILFDQWO\ RU FULWLFDOO\ XQGHUFDSLWDOL]HG RU IDLOV WR VXEPLW D FDSLWD(
UHTXLUHG WR REWDLQ SULRU )HGHUDO 5HVHUYH DSSURYDO RI SURSRVHG GLYLGHQGV RU PLJ
DIILOLDWHYV
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$FTXLVLWLRQV E\ %DQN7KRO®BDQN &ROESDQLKERPSDQ\ $FW RU %+&$ UHTXLUHV HYHU\ EDQ
JHGHUDO 5HVHUYH EHIRUH LW DFTXLUHY DOO RU VXEVWDQWLDOO\ DOO RI WKH DVVHWYV RI DQ\
DIWHU VXFK DFTXLVLWLRQ LW ZRXOG RZQ RU FRQWURO GLUHFWO\ RU LQGLUHFWO\ PRUH WKD:
KROGLQJ FRPSDQ\ DFTXLVLWLRQV E\ EDQN KROGLQJ FRPSDQLHV WKH )HGHUDO 5HVHUYH LV Ul
ILQDQFLDO FRQGLWLRQ PDQDJHULDO UHVRXUFHV DQG IXWXUH SURVSHFWV RI WKH EDQN KRO:
EH VHUYHG LQFOXGLQJ WKH UHFRUG RI SHUIRUPDQFH XQGHU WKH &5% WKH HIITHFWLYHQHVYV |
SURSRVHG DFTXLVLWLRQ ZRXOG UHVXOW LQ JUHDWHU RU PRUH FRQFHQWUDWHG ULVNV WR WKt}
GHSHQG RQ RXU DELOLW\ WR REWDLQ DSSURYDO IRU VXFK DFTXLVLWLRQV IURP WKH )HGHUDO
RWKHU FRQVLGHUDWLRQV )RU H[DPSOH ZH FRXOG EH UHTXLUHG WR VHOO EDQNLQJ FHQWHUV
XV RU LI DFFHSWDEOH WR XV PD\ UHGXFH WKH EHQHILW RI D SURSRVHG DFTXLVLWLRQ

&RQWURO $FHANWUINQ P@WBG VWDWH ODZV LQFOXGLQJ WKH %+&$ DQG WKH &KDQJH LQ %DQN
UHTXLUHPHQWY DQG RQJRLQJ UHJXODWRU\ UHTXLUHPHQWY RQ DQ\ LQYHVWRU WKDW VHHNV W
KROGLQJ FRPSDQ\ :KHWKHU DQ LQYHVWRU *FRQWUROV" D GHSRVLWRU\ LQVWLWXWLRQ LV ED\
DQ LQYHVWRU LV GHHPHG WR FRQWURO D GHSRVLWRU\ LQVWLWXWLRQ RU RWKHU FRPSDQ\ LI V
UHEXWWDO DQ LQYHVWRU LV SUHVXPHG WR FRQWURO D GHSRVLWRU\ LQVWLWXWLRQ RU RWKF
HLWKHU WKH GHSRVLWRU\ LQVWLWXWLRQ RU FRPSDQ\ LV D SXEOLF FRPSDQ\ RU QR RWKHU SHI
DQ LQYHVWRUTV RZQHUVKLS RI RXU YRWLQJ VHFXULWLHY ZHUH WR H[FHHG FHUWDLQ WKUHVK
VXEMHFW VXFK LQYHVWRU WR UHJXODWRU\ ILOLQJV RU RWKHU UHJXODWRU\ FRQVHTXHQFHV 7
SDUWLHVY ZKR FRXOG DFTXLUH VKDUHV RI RXU FRPPRQ VWRFN

5HIJXODWRU\ 5HVYWULFWLRQV RQ $VYD GEHD@MWNVK BAEUGH RRHBSDWHQIWKUH VXEMHFW WR FHUV
EDQNLQJ ODZV DQG UHJXODWLRQV 7KH )HGHUDO 5HVHUYH KDV LVVXHG D VXSHUYLVRU\ OHWMW
LQFRPH RYHU WKH ODVW IRXU TXDUWHUV QHW RI GLYLGHQGYV SDLG KDV EHHQ VXIILFLHQW WI
FRQVLVWHQW ZLWK WKH FDSLWDO QHHGY DVVHW TXDOLW\ DQG RYHUDOO ILQDQFLDO FRQGLWI
FRQWLQXH WR PHHW PLQLPXP UHTXLUHG FDSLWDO DGHTXDF\ UDWLRV )DLOXUH WR FRPSO\ ZLW
FRPSDQ\ LV RSHUDWLQJ LQ DQ XQVDIH DQG XQVRXQG PDQQHU ,Q DGGLWLRQ RXU DELOLW\ WFR
%DVHO ,,, UHJXODWRU\ FDSLWDO IUDPHZRUN ,Q WKH FXUUHQW ILQDQFLDO DQG HFRQRPLF HQY
FDUHIXOO\ UHYLHZ WKHLU GLYLGHQG SROLF\ DQG KDV GLVFRXUDJHG SD\PHQW UDWLRY WKDW [
YJHGHUDO 5HVHUYH PD\ IXUWKHU UHVWULFW WKH SD\PHQW RI GLYLGHQGYV E\ HQJDJLQJ LQ VXSH
WKDQ ZRXOG RWKHUZLVH EH UHTXLUHG XQGHU WKH %DVHO ,,, PLQLPXP FDSLWDO UHTXLUHPHQW

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRGLILHG E\ WKH '"RGC
FRPPLW UHVRXUWHKW BB X SBRIMVWVXSSRUW PD\ EH UHTXLUHG DW WLPHYV ZKHQ ZH PD\ QRW EH L
%DQN DUH VXERUGLQDWH LQ ULJKW RI SD\PHQW WR GHSRVLWY DQG WR FHUWDLQ RWKHU LQGI
UHTXLUHG WR JXDUDQWHH WKH FDSLWDO UHVWRUDWLRQ SODQ RI WKH %DQN LI LW EHFDPH XQ
WKH HYHQW RI RXU EDQNUXSWF\ DQ\ FRPPLWPHQW E\ XV WR D IHGHUDO EDQN UHJXODWRU\ DJ
DVVXPHG E\ WKH EDQNUXSWF\ WUXVWHH DQG HQWLWOHG WR D SULRULW\ RI SD\PHQW

,Q WKH HYHQW RI D ENYUNBERDGXQWFRPGOYY &KDSWHU RI WKH 8 6 %DQNUXSWF\ &RGH
UHTXLUHG WR FXUH LPPHGLDWHO\ DQ\ GHILFLW XQGHU DQ\ FRPPLWPHQW E\ WKH GHEWRU KROC
GHSRVLWRU\ LOQVWLWXWLRQ DQG DQ\ FODLP IRU EUHDFK RI VXFK REOLJDWLRQ ZLOO JHQHUDO!
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6FRSH RI 3HUPLVVAEOMUSWWH Y% W HVZH DUH SURKLELWHG IURP DFTXLULQJ D GLUHFW RU L¢
RI DQ\ FRPSDQ\ WKDW LV QRW D EDQN RU ILQDQFLDO KROGLQJ FRPSDQ\ DQG IURP HQJDJLQJ GL
EDQNV RU IXUQLVKLQJ VHUYLFHV WR RU SHUIRUPLQJ VHUYLFHV IRU LWV VXEVLGLDU\ EDQNV H
HQJDJHG LQ FHUWDLQ DFWLYLWLHV IRXQG E\ WKH )HGHUDO 5HVHUYH WR EH VR FORVHO\ UHOL
DFWLYLWLHY LQFOXGH DPRQJ RWKHUV RSHUDWLQJ D PRUWJDJH ILQDQFH FUHGLW FDUG RU
ILQDQFLDO DGYLFH DFWLQJ DV DQ LQVXUDQFH DJHQW IRU FHUWDLQ W\SHV Rl FUHGLW UHODW
FHUWDLQ VWRFN EURNHUDJH DQG LQYHVWPHQW DGYLVRU\ VHUYLFHV ,Q DSSURYLQJ DFTXLVL\
ZKHWKHU WKH DFTXLVLWLRQ RU WKH DGGLWLRQDO DFWLYLWLHY FDQ UHDVRQDEO\ EH H[SHFW
JDLQV LQ HIILFLHQF\ WKDW RXWZHLJK VXFK SRVVLEOH DGYHUVH HIIHFWV DV XQGXH FRQFHQV
EDQNLQJ SUDFWLFHYV

IRWZLWKVWDQGLQJ WKH IRUHJRLQJ WKH *UDPP /HDFK %OLOH\ $FW DOVR NQRZQ DV RKMK
$FW DPHQGHG WKH %+&%$ DQG HOLPLQDWHG WKH EDUULHUV WR DIILOLDWLRQV DPRQJ EDQNV V
SHUPLWY EDQN KROGLQJ FRPSDQLHVY WR EHFRPH ILQDQFLDO KROGLQJ FRPSDQLHY DQG WKHUHE
WKDW DUH ILQDQFLDO LQ QDWXUH 7KH */% $FW GHILQHYV 3ILQDQFLDO LQ QDWXUH" WR LQFOXGH
PXWXDO IXQGY DQG LQYHVWPHQW FRPSDQLHV LQVXUDQFH XQGHUZULWLQJ DQG DJHQF\ PHUF
FORVHO\ UHODWHG WR EDQNLQJ 1R UHJXODWRU\ DSSURYDO ZLOO EH UHTXLUHG IRU D ILQDQFL
HQJDJHG LQ DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH RU LQFLGHQWDO WR DFWLYLWLHV
PDNH D ILODQFLDO KROGLQJ FRPSDQ\ HOHFWLRQ DOWKRXJK ZH PD\ PDNH D ILQDQFLDO KROGLC
LPSHUPLVVLEOH IRU EDQN KROGLQJ FRPSDQLHV EXW SHUPLVVLEOH IRU ILQDQFLDO KROGLQJ FR

6DIH DQG 6RXQG %D®NQNIKROEBAWUFFHRPSDQLHY DUH QRW SHUPLWWHG WR HQJDJH LQ XQV
5HIJXODWLRQ < IRU H[DPSOH JHQHUDOO\ UHTXLUHV D EDQN KROGLQJ FRPSDQ\ WR SURYLGH WK
VHEXULWLHV LI WKH FRQVLGHUDWLRQ WR EH SDLG WRJHWKHU ZLWK WKH FRQVLGHUDWLRQ SC
EDQN KROGLQJ FRPSDQ\JV FRQVROLGDWHG QHW ZRUWK 7KH JHGHUDO 5HVHUYH PD\ RSSRVH V
SUDFWLFH RU ZRXOG YLRODWH DQ\ ODZ RU UHJXODWLRQ ,Q FHUWDLQ FLUFXPVWDQFHV WKH )
XQVRXQG EDQNLQJ SUDFWLFH

7KH )HGHUDO 5HVHUYH KDV EURDG DXWKRULW\ WR SURKLELW DFWLYLWLHY RI EDQN KRO(
EDQNLQJ SUDFWLFHV UHVXOW LQ EUHDFKHV RI ILGXFLDU\ GXW\ RU ZKLFK FRQVWLWXWH YLROI
DFWLRQ IRU VXFK DFWLYLWLHYVY 7KH SHQDOWLHYV FDQ EH DV KLJK DV IRU HDFK GD\ WKH

$QWL WI\LQJ S5HD QN IKROIGR@VY FRPSDQLHY DQG WKHLU DIILOLDWHY DUH SURKLELWHG IURP
RWKHU QRQEDQNLQJ VHUYLFHV RITHUHG E\ D EDQN KROGLQJ FRPSDQ\ RU LWV DIILOLDWHV

%XVLQHVYV )LUVW %DQN

7KDQN LV D FRPPHUFLDO EDQN FKDUWHUHG XQGHU WKH ODZV RI WKH 6WDWH RI /RXLVLD!
SHUPLWWHG E\ ODZ $V D UHVXOW WKH %DQN LV VXEMHFW WR H[WHQVLYH UHJXODWLRQ VXSHI
)LQDOO\ ZH DUH DOVR VXEMHFW WR VHFRQGDU\ RYHUVLJKW E\ VWDWH EDQNLQJ DXWKRULWLH
KDYH WKH SRZHU WR HQIRUFH FRPSOLDQFH ZLWK DSSOLFDEOH EDQNLQJ ODZV DQG UHJXODWLEF
GHSRVLWY UHVWULFWLRQV RQ WKH QDWXUH DQG DPRXQW RI ORDQV WKDW PD\ EH PDGH DQG
DFWLYLWLHV RI WKH %DQN
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&DSLWDO $GHTXDFYKH JTX&UHPGH QRXLVLDQD 2IILFH Rl )LQDQFLDO ,QVWLWXWLRQV PRQLWRL
ULVN EDVHG JXLGHOLQHY DQG OHYHUDJH UDWLRY VLPLODU WR WKRVH DSSOLHG DW WKH KROG
YDULRXV W\SHV Rl DSSOLFDWLRQV DQG ZKHQ FRQGXFWLQJ VXSHUYLVRU\ DFWLYLWLHVY UHOD\

FDSLWDO UXOHV ZKLFK EHFDPH HIIHFWLYH RQ -DQXDU\ WKH %DQN LV UHTXLUHG WR PDLQW
FRPPRQ HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI D 7LHU ULVN EDVHG FDSLWDO UL
7KH %DVHO ,,, IUDPHZRUN DOVR LPSOHPHQWY D UHTXLUHPHQW IRU DOO )',& LQVXUHG EDQN

UHTXLUHPHQWY WR DYRLG FHUWDLQ UHVWULFWLRQV RQ FDSLWDO GLVWULEXWLRQV DQG GLVF
FRPSRVHG VROHO\ RI FRPPRQ HTXLW\ 7LHU FDSLWDO :KHQ IXOO\ SKDVHG LQ WKH FDSLWDO F
PDLQWDLQ UHJXODWRU\ ULVN EDVHG FDSLWDO UDWLRY DW OHDVW DERYH WKH PLQLPXP ULV

7KHVH FDSLWDO UHTXLUHPHQWYV D J&HRRL QRRPIX\WVL DR DX2IVHPH QWM. QIIKBFLDO ,QVWLWXWLRQV PI
E\ WKH ULVN SURILOH RI WKH %DQN HFRQRPLF FRQGLWLRQV LPSDFWLQJ LWV PDUNHWYV RU RWK
FDSLWDO PD\ EH UHTXLUHG WR WDNH DGHTXDWH DFFRXQW RI DPRQJ RWKHU WKLQJV LQWHUH
VHFEXULWLHY WUDGLQJ DFWLYLWLHYV ,Q DGGLWLRQ WKH )', &V SURPSW FRUUHFWLYH DFWLRQ LU
EDQNLQJ RUJDQL]DWLRQV )DLOXUH WR PHHW FDSLWDO JXLGHOLQHVY FRXOG VXEMHFW WKH %DC
RQ EXVLQHVYVY DFWLYLWLHY DQG RWKHU PHDVXUHV XQGHU WKH )',&1V SURPSW FRUUHFWLYH DF

&RUUHFWLYH OHDVXUHV IRKKBDSGWODDO HEIDQNH QB LKHWIXODWRUYVY DUH UHTXLUHG E\ WKH )HG
FRUUHFWLYH DFWLRQ™ ZLWK UHVSHFW WR FDSLWDO GHILFLHQW LQVWLWXWLRQV WKDW DUH )',8&
WLHUV 3ZHOO FDSLWDOL]JHG ~ :DGHTXDWHO\ FDSLWDOL]JHG ~ 3 XQGHUFDSLWDOL]JHG ~ 3VLJQLILFD
XSRQ KRZ LWV FDSLWDO OHYHOV FRPSDUH ZLWK YDULRXV UHOHYDQW FDSLWDO PHDVXUHV DQ(

7R EH ZHOO FDSLWDOL]JHG D ILQDQFLDO LQVWLWXWLRQ PXVW KDYH D WRWDO ULVN EDVHG
HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI DW OHDVW DQG D OHYHUDJH UDWLR RI DW C
PDLQWDLQ D VSHFLILF FDSLWDO OHMNWHOPEHUDQ\ FDSWWH @ PR B WHIM WKHRIHTXLUHPHQWY WR EH
FRUUHFWLYH DFWLRQ IUDPHZRUN FXUUHQWO\ LQ HIIHFW

%DQNV WKDW DUH DGHTXDWHO\ EXW QRW ZHOO FDSLWDOL]HG PD\ QRW DFFHSW UHQHZ R
VXEMHFW WR UHVWULFWLRQV RQ WKH LQWHUY&YWSWRWKEW WKDWHFWQYEHHDEWLER ® @ HIXD [5WM ISRV
FDSLWDO GLVWULEXWLRQV LQFOXGLQJ SD\PHQW RI D GLYLGHQG RU SD\LQJ DQ\ PDQDJHPHQW
8QGHUFDSLWDOL]HG LQVWLWXWLRQV DUH DOVR VXEMHFW WR JURZWK OLPLWDWLRQV PD\ QRW
SODQ 7KH DJHQFLHV PD\ QRW DFFHSW VXFK D SODQ ZLWKRXW GHWHUPLQLQJ DPRQJ RWKHU V
WKH EDQNYTV FDSLWDO 6LJQLILFDQWO\ XQGHUFDSLWDOL]HG GHSRVLWRU\ LQVWLWXWLRQV PD\
YRWLQJ VWRFN WR EHFRPH DGHTXDWHO\ FDSLWDOL]HG UHTXLUHPHQWVY WR UHGXFH WRWDO D
QDUURZ H[FHSWLRQ WKH )',& PXVW DSSRLQW D UHFHLYHU RU FRQVHUYDWRU IRU DQ LQVWLWXYV
IUHTXHQF\ Rl UHJXODWRU\ H[DPLQDWLRQV WKH EDQNfV DELOLW\ WR HQJDJH LQ FHUWDLQ DFW
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%UDQF8&QQHBU /RXLVLDQD ODZ WKH %DQN LV SHUPLWWHG WR HVWDEOLVK DGGLWLRQDO EL
JLQDQFLDO ,QVWLWXWLRQV $V D UHVXOW RI WKH 'RGG )UDQN $FW WKH %DQN PD\ DOVR HVWD
VR ORQJ DV WKH ODZV RI WKH VWDWH ZKHUH WKH EUDQFK LV WR EH ORFDWHG ZRXOG SHUPLW
LQVLGH RU RXWVLGH RI /RXLVLDQD PXVW DOVR EH DSSURYHG E\ WKH )',& DV WKH %DQNTfV SUL
ZLWK EDQNV RU E\ SXUFKDVLQJ EUDQFKHYV RI RWKHU EDQNV LQ RWKHU VWDWHY VXEMHFW WF

5HVWULFWLRQV RQ 7UDQVDFWLRQW @V IVKWLIRIQO/L B W\M ¥ HH@GW, R ¥ LWEHQIN DQG LWV QRQEDQNL
VXEMHFW WR 6HFWLRQ $ DQG % RI WKH JHGHUDO 5HVHUYH $FW DQG 5HJXODWLRQ : ,Q JHQHL
WUDQVDFWLRQV DQG DOVR UHTXLUHV FHUWDLQ OHYHOV Rl FROODWHUDO IRU ORDQV WR DIILO
VHFXULWLHV RU REOLJDWLRQV RI WKH &RPSDQ\ RU LWV VXEVLGLDULHY &RYHUHG WUDQVDFWL
%DQN DQG FRYHUHG WUDQVDFWLRQV ZLWK DOO DIILOLDWHY PD\ QRW H[FHHG LQ WKH DJJUHJL
WKH EDQNYV 7LHU DQG 7LHU FDSLWDO DV FDOFXODWHG XQGHU WKH ULVN EDVHG FDSLWDO J
%DQNTV WUDQVDFWLRQV ZLWK DOO RI LWV DIILOLDWHV LQ WKH DJJUHJDWH DUH OLPLWHG WR

H[WHQVLRQ Rl FUHGLW WR DQ DIILOLDWH DV ZHOO DV D SXUFKDVH RI VHFXULWLHV LVVXHG E\
DIILOLDWH WKH DFFHSWDQFH RI VHEXULWLHV LVVXHG E\ WKH DIILOLDWH DV FROODWHUDO IRU
DGGLWLRQ LQ FRQQHFWLRQ ZLWK FRYHUHG WUDQVDFWLRQV WKDW DUH H[WHQVLRQV RI FUHGI
W\V\SHV Rl SHUPLVVLEOH FROODWHUDO PD\ EH OLPLWHG 7KH 'RGG )UDQN $FW JHQHUDOO\ HQKD
RI WUDQVDFWLRQV DUH FRYHUHG WUDQVDFWLRQV WR LQFOXGH FUHGLW H[SRVXUHY UHODWHG
WKH DPRXQW RI WLPH IRU ZKLFK FROODWHUDO UHTXLUHPHQWY UHJDUGLQJ FRYHUHG WUDQVDF

$IILOLDWH WUDQVDFWLRQV DBoURI DAOKMR ) VGEHN D OWS5 W\RH B FHWIRVY ZKLFK JHQHUDOO\ UHTXLUH)
DIILOLDWHYVY EH RQ WHUPV VXEVWDQWLDOO\ WKH VDPH RU DW OHDVW DV IDYRUDEOH WR WKH 9
QRQDIILOLDWHG SHUVRQV 7KH )HGHUDO 5HVHUYH KDV DOVR LVVXHG 5HIXODWLRQ : ZKLFK FRC
LOQWHUSUHWLYH JXLGDQFH ZLWK UHVSHFW WR DIILOLDWH WUDQVDFWLRQV

7KH UHVWULFWLRQV RQ ORDQV WR GLUHFWRUV H[HFXWLYH RIILFHUV SULQFLSDO VKDUH}
LQ 6HFWKRQI WKH )HGHUDO 5HVHUYH $FW DQG LQ 5HIXODWLRQ 2 SURPXOJDWHG E\ WKH )HGHU|
KROGLQJ FRPSDQLHYV 7KHVH UHVWULFWLRQV LQFOXGH OLPLWY RQ ORDQV WR RQH ERUURZHU
OLPLWDWLRQ RQ DOO ORDQV WR LQVLGHUY DQG WKHLU UHODWHG LQWHUHVWY *HQHUDOO\ Wtk
DOWKRXJK D EDQNYYVY UHJXODWRUV PD\ GHWHUPLQH WKDW D OHVVHU DPRXQW LV DSSURSULDW
WR HQIRUFHPHQW DFWLRQV IRU DFFHSWLQJ ORDQV LQ YLRODWLRQ RI DSSOLFDEOH UHVWULFW

SHVWULFWLRQV RQ 'LVWULEXWLRQ@K™MH %DQWN LVYVSEHWMEAMVDWR BMVYVWWYQ UHVWULFWLRQV R
SROLFLHV ,Q JHQHUDO WKH %DQN PD\ SD\ GLYLGHQGV WR XV ZLWKRXW WKH DSSURYDO RI WK
H[FHHG WKH %DQNfV QHW SURILWYV HDUQHG GXULQJ WKH FXUUHQW \HDU FRPELQHG ZLWK LWV L
DSSURYDO RI WKH /RXLVLDQD 2IILFH RI )LQDQFLDO ,QVWLWXWLRQV IRU DQ\ DPRXQW LQ H[FHVYV
XV LI LW LV XQGHUFDSLWDOL]J]HG RU WKH SD\PHQW RI WKH GLYLGHQG ZRXOG FDXVH LW WR EHF
LQ VXSHUYLVRU\ DFWLRQ WR UHVWULFW GLYLGHQGYV RU E\ UHTXLULQJ WKH %DQN WR PDLQWDL
UHJXODWRU\ SXUSRVHV 8QGHU WKH %DVHO ,,, UHJXODWRU\ FDSLWDO IUDPHZRUN WKH IDLOXU
LQ GLYLGHQG UHVWULFWLRQV ORUHRYHU LI LQ WKH RSLQLRQ RI WKH )',& WKH %DQN LV HQJL
PD\ UHTXLUH JHQHUDOO\ DIWHU QRWLFH DQG KHDULQJ WKH %DQN WR FHDVH VXFK SUDFWLFH
FDSLWDO EDVH WR DQ LQDGHTXDWH OHYHO ZRXOG EH DQ XQVDIH EDQNLQJ SUDFWLFH 7KH )",
JHQHUDOO\ VKRXOG SD\ GLYLGHQGYV RQO\ RXW RI FXUUHQW RSHUDWLQJ HDUQLQJV
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JXUWKHU LQ WKH HYHQW RI D OLTXLGDWLRQ RU RWKHU UHVROXWLRQ RI DQ LQVXUHG GH
DUH HQWLWOHG WR D SULRULW\ RI SD\PHQW RYHU WKH FODLPV RI KROGHUV RI DQ\ REOLJDWLF
VXFK DV XV RU DQ\ VKDUHKROGHU RU FUHGLWRU WKHUHRI

,QFHQWLYH &RPSHQVYRMWLRQHXDLCG EQOMLQJ DIJHQFLHV KDYH LVVXHG FRPSUHKHQVLYH JXL
WKDW WKH LQFHQWLYH FRPSHQVDWLRQ SROLFLHV RI EDQNLQJ RUJDQL]DWLRQV GR QRW XQGH
WDNLQJ 7KH LQFHQWLYH FRPSHQVDWLRQ JXLGDQFH VHWV H[SHFWDWLRQV IRU EDQNLQJ RUJD!
PDQDJHPHQW FRQWURO DQG JRYHUQDQFH SURFHVVHV 7KH LQFHQWLYH FRPSHQVDWLRQ JXLGI
RI DQ RUJDQL]DWLRQ HLWKHU LQGLYLGXDOO\ RU DV SDUW RI D JURXS LV EDVHG XSRQ WKUHH
FRQWUROV DQG ULVN PDQDJHPHQW DQG VWURQJ FRUSRUDWH JRYHUQDQFH $Q\ GHILFLHQFL
RUJDQL]DWLRQYV VXSHUYLVRU\ UDWLQJV ZKLFK FDQ DIIHFW LWV DELOLW\ WR PDNH DFTXLVLW
EDQNLQJ RUJDQL]DWLRQYV IHGHUDO VXSHUYLVRU PD\ LQLWLDWH HQIRUFHPHQW DFWLRQ LI WK
VRXQGQHVV RI WKH RUJDQL]DWLRQ )XUWKHU D SURYLVLRQ RI WKH %DVHO ,,, FDSLWDO VWDQ
LOQVWLWXWLRQYV UHJXODWRU\ FDSLWDO UDWLRV IDLO WR H[FHHG FHUWDLQ WKUHVKROGV $ Q
LQFHQWLYH EDVHG FRPSHQVDWLRQ DUUDQJHPHQWY LQLWLDOO\ LQ $SULO DQG DJDLQ LQ $¢€
EDQNLQJ RUJDQL]DWLRQV ZLWK RYHU ELOOLRQ LQ WRWDO DVVHWY 7KH VFRSH DQG FRQWH(
GHYHORS DQG DUH OLNHO\ WR FRQWLQXH HYROYLQJ LQ WKH QHDU IXWXUH

$XGLW 5HSRUW@VXUHG LQVWLWXWLRQV ZLWK WRWDO DVVHWYV RI ELOOLRQ RU PRUH IL
FHUWLILFDWLRQV VLIQHG E\ RXU DQG WKH %DQNYTV FKLHI HITHFXWLYH RIILFHU DQG FKLHI DFFRX
VWDWHPHQWY DQG DQ DWWHVWDWLRQ E\ WKH DXGLWRUV UHJDUGLQJ WKH %DQNfV LQWHUQDC
LQGHSHQGHQW DXGLWRUV PD\ EH UHTXLUHG WR UHYLHZ TXDUWHUO\ ILQDQFLDO VWDWHPHQWYV
GLUHFWRUV RQO\ RU WKDW ZH KDYH DQ DXGLW FRPPLWWHH WKDW LV HQWLUHO\ LQGHSHQGHQ'
ILQDQFLDO PDQDJHPHQW PXVW KDYH DFFHVV WR RXWVLGH FRXQVHO DQG PXVW QRW LQFOXGH
LQGHSHQGHQW GLUHFWRUV

"HSRVLW ,QVXUDQFKHSYV& L ORKQWY WKH GHSRVLWYV RI IHGHUDOO\ LQVXUHG EDQNV XS WR
,QVXUDQFH )XQG DQG VDIHJXDUGYV WKH VDIHW\ DQG VRXQGQHVV RI WKH EDQNLQJ DQG WKULI\
LOVWLWXWLRQV LV SHU GHSRVLWRU 7KH DPRXQW RI )',& DVVHVVPHQWY SDLG E\ HDFK L
UHJXODWRU\ FDSLWDO UDWLRYV DQG RWKHU VXSHUYLVRU\ IDFWRUV DQG LV FDOFXODWHG EDV

:H DUH JHQHUDOO\ XQDEOH WR FRQWURO WKH DPRXQW RI SUHPLXPV WKDW ZH DUH UHTXLU
DQG LQFRPH SURMHFWLRQV IRU WKH '"HSRVLW ,QVXUDQFH )XQG DQG LI QHHGHG ZLOO LQFUHD"
WKHUH DUH DGGLWLRQDO EDQN RU ILQDQFLDO LQVWLWXWLRQ IDLOXUHV RU LI WKH )',& RWKHU:
LQVXUDQFH SUHPLXPV $Q\ IXWXUH LQFUHDVHV LQ )',& LQVXUDQFH SUHPLXPV PD\ KDYH D PDWH
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,Q DGGLWLRQ DOO )',& LQVXUHG LQVWLWXWLRQV DUH UHTXLUHG WR SD\ DVVHVVPHQWYV \
),&2 DQ DJHQF\ Rl WKH IHGHUDO JRYHUQPHQW HVWDEOLVKHG WR UHFDSLWDOL]H WKH SUHGHF
,QVXUDQFH 3UHPLXPV RQ WKH &RQVROLGDWHG 6WDWHPHQWYV RI ,QFRPH ZLOO FRQWLQXH XQWL

JLQDQFLDO ORGOGOU]WWHRQ% $FW EDQNV PD\ HYWDEOLVK ILQDQFLDO VXEVLGLDULHV DQ
ILQDQFLDO LQ QDWXUH RWKHU WKDQ LQVXUDQFH XQGHUZULWLQJ DV SULQFLSDO LQVXUDQFH
LVVXDQFH DQG PHUFKDQW EDQNLQJ DFWLYLWLHY 7R GR VR D EDQN PXVW EH ZHOO FDSLWDOL]
RU EHWWHU 6XEVLGLDU\ EDQNV RI ILQDQFLDO KROGLQJ FRPSDQLHY RU EDQNV ZLWK ILQDQFLD(
LQ DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH ZLWKRXW UHJXODWRU\ DFWLRQV RU UHVWL
VXEVLGLDU\ RU VXEVLGLDULHY ,Q DGGLWLRQ D ILQDQFLDO KROGLQJ FRPSDQ\ RU D EDQN PD\
HDFK Rl WKH VXEVLGLDU\ EDQNV RI WKH ILQDQFLDO KROGLQJ FRPSDQ\ RU WKH EDQN KDV D &5$%
VXEVLGLDU\

%URNHUHG 'HSRVIQW U M@ WWHSMR\RIQWVRUN LOQVWLWXWLRQV WKDW DUH FDWHJRUL]HG DV DGt
IHGHUDO UHJXODWLRQV FDQQRW DFFHSW UHQHZ RU UROO RYHU EURNHUHG GHSRVLWV ZLWKR
FDQ EH SDLG RQ DQ\ GHSRVLWYV ,QVXUHG GHSRVLWRU\ LQVWLWXWLRQV WKDW DUH FDWHJRUL
UHJXODWLRQV PD\ QRW DFFHSW UHQHZ RU UROO RYHU EURNHUHG GHSRVLWV 7KH %DQN LV Q

&RQFHQWUDWHG &RPPHUFLDO 5HDIXHKVI\WBWHD/G E6RMNLGHUHOEROYDWRYW\ DIJHQFLHV KDYH SL
LOQVWLWXWLRQV ZLWK FRQFHQWUDWLRQV LQ FRPPHUFLDO UHDO HVWDWH OHQGLQJ 7KH JXLGD!
UHSRUWHG ORDQV IRU DFTXLVLWLRQ FRQVWUXFWLRQ ODQG GHYHORSPHQW DQG RWKHU ODQ
PXOWLIDPLO\ DQG QRQIDUP QRQUHVLGHQWLDO SURSHUWLHY DQG ORDQV IRU DFTXLVLWLRQ FR
FDSLWDO DQG WKH EDQNYfV FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR KDV LQFUHDVHG R
FDWHJRU\ ,I D FRQFHQWUDWLRQ LV SUHVHQW PDQDJHPHQW PXVW HPSOR\ KHLJKWHQHG ULVN
RYHUVLJKW DQG VWUDWHJILF SODQQLQJ SRUWIROLR PDQDJHPHQW GHYHORSPHQW RI XQGHUZ
WHVWLQJ DQG PDLQWHQDQFH RI LQFUHDVHG FDSLWDO OHYHOV DV QHHGHG WR VXSSRUW WKH

&RPPXQLW\ 5HLQYHHWVWSIS OO GPMWKH UHIJXODWLRQV LVVXHG WKHUHXQGHU DUH LQWHQGHG
DVVHVVPHQW DUHD LQFOXGLQJ ORZ DQG PRGHUDWH LQFRPH QHLJKERUKRRGY FRQVLVWHQW
UHJXODWRU\ DVVHVVPHQW RI D EDQNYVY UHFRUG LQ PHHWLQJ WKH QHHGV RI LWV DVVHVVPHQV
DSSOLFDWLRQV WR DFTXLUH WKH DVVHWY DQG DVVXPH WKH OLDELOLWLHV RI DQRWKHU EDQN
XQGHU WKH &5% ,Q WKH FDVH RI D EDQN KROGLQJ FRPSDQ\ WKH &5% SHUIRUPDQFH UHFRUG RI
DQ DSSOLFDWLRQ WR DFTXLUH RZQHUVKLS RU FRQWURO RI VKDUHV RU DVVHWV RI D EDQN RU
VXEVWDQWLDOO\ GHOD\ DSSURYDO RU UHVXOW LQ GHQLDO RI DQ DSSOLFDWLRQ 7KH %DQN UHF

&RQVXPHU /DZV DQ GKHHIDMMNWMIMNR BXEMHFW WR QXPHURXV ODZV DQG UHJXODWLRQV LQWH:
LQFOXGH DPRQJ RWKHUV ODZV UHJDUGLQJ XQIDLU GHFHSWLYH DQG DEXVLYH DFWV DQG SUL
LOQFOXGH WKH (OHFWURQLF )XQG 7UDQVIHU $FW WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW WKH )I
BURFHGXUHV $FW RI WKH 6 $ ) ( ORUWJIDJH /LFHQVLQJ $FW RI WKH 7UXWK LQ /HQGLQJ :
MXULVGLFWLRQV KDYH FRQVXPHU SURWHFWLRQ ODZY DQDORJRXV DQG LQ DGGLWLRQ WR WKI
UHTXLUHPHQWY DQG UHJXODWH WKH PDQQHU LQ ZKLFK ILQDQFLDO LQVWLWXWLRQV PXVW GHD
WUDQVDFWLRQV )DLOXUH WR FRPSO\ ZLWK WKHVH ODZV DQG UHJXODWLRQV FRXOG JLYH ULVI
ORFDO DWWRUQH\V JHQHUDO DQG FLYLO RU FULPLQDO OLDELOLW\
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,Q DGGLWLRQ WKH 'RGG )UDQN $FW FUHDWHG WKH &)3% 7KH &)3% KDV EURDG DXWKRULW
&)3% RIILFLDOO\ FDPH LQWR EHQGJJURQHRDONLQJ DXWKRULW\ IRU D UDQJH RI FRQVXPHU ILQDQFLD
(OHFWURQLF )XQGV 7UDQVIHU $FW DQG WKH 5HDO (VWDWH 6HWWOHPHQW 3URFHGXUHV $FW DP
RQ WKDW GDWH 7KH 'RGG )UDQN $FW JLYHV WKH &)3% DXWKRULW\ WR VXSHUYLVH DQG H[DPLQ
WKHVH IHGHUDO FRQVXPHU ODZV 7KH DXWKRULW\ WR VXSHUYLVH DQG H[DPLQH GHSRVLWRU\ L
UHPDLQV ODUJHO\ ZLWK WKRVH LOQVWLWXWLRQVY SULPDU\ UHJXODWRUV +RZHYHU WKH &)3% Pl
UHIHU SRWHQWLDO HQIRUFHPHQW DFWLRQV DJDLQVW VXFK LOQVWLWXWLRQV WR WKHLU SULPDU’
KDV DVVHWYV RI OHVV WKDQ ELOOLRQ DQG FRXOG VXSHUYLVH DQG H[DPLQH RXU RWKHU GL
DOVR KDV VXSHUYLVRU\ DQG H[DPLQDWLRQ DXWKRULW\ RYHU FHUWDLQ QRQEDQN LQVWLWXWL
FRYHUHG QRQEDQN LQVWLWXWLRQV DQG DOVR DXWKRULJHV WKH &)3% WR LGHQWLI\ DGGLWLR
SHUPLWV VWDWHY WR DGRSW FRQVXPHU SURWHFWLRQ ODZV DQG UHJXODWLRQV WKDW DUH V\
SHUPLWWHG WR HQIRUFH FRQVXPHU SURWHFWLRQ UXOHY DGRSWHG E\ WKH &)3% DJDLQVW FHI

ORUWJDJH /HQGLKH 'RGEBHMIDQN $FW DXWKRUL]J]HG WKH &)3% WR HVWDEOLVK FHUWDLQ PLQ
D GHWHUPLQDWLRQ RI WKH ERUURZHUTV DELOLW\ WR UHSD\ 8QGHU WKH 'RGG )UDQN $FW ILQD
S UHDVRQDEOH DQG JRRG IDLWK GHWHUPLQDWLRQ™ WKDW WKH FRQVXPHU KDV D 3UHDVRQDEOH
WR IRUHFORVXUH EXW SURYLGHV D IXO0O RU SDUWLDO VDIH KDUERU IURP VXFK GHIHQVHV IRU O
DPRQJ RWKHU WKLQJV VSHFLI\ WKH W\SHV RI LQFRPH DQG DVVHWV WKDW PD\ EH FRQVLGHUHG
DQG WKH UHTXLUHG PHWKRGV RI FDOFXODWLQJ WKH ORDQYTYVY PRQWKO\ SD\PHQWYV 6LQFH WKHQ
FUHGLWRUV YHULI\ DQG GRFXPHQW D ERUURZHUYfV LQFRPH DQG DVVHWY WR LQFOXGH DOO LQIF
IXUWKHU H[DPSOHV RI WKLUG SDUW\ GRFXPHQWY WKDW PD\ EH UHOLHG RQ IRU VXFK YHULILFD
7KH QHZ UXOHV EHFDPH HIIHFWLYH RQ -DQXDU\ 7KH UXOHV DOVR GHILQH 3TXDOLILHG PR
WR LQFRPH UDWLR PD\ QRW H[FHHG + DQG OLPLWYV RQ WKH WHUPV RI WKHLU ORDQV 3RLQW
SD\PHQWYV WKDW PD\ EH PDGH LQ WKH FRXUVH RI FORVLQJ D ORDQ &HUWDLQ ORDQV LQFOXGL

$QWL ORQH\ /DXQGHBIQBHDQBGHYRO ODZ LQFOXGLQJ WKH %DQN 6HFUHF\ $FW RU %6$% DQ
VXFK DV WKH %DQN PXVW PDLQWDLQ DQWL PRQH\ ODXQGHULQJ SURJUDPV WKDW LQFOXGH HV"
HPSOR\HH WUDLQLQJ SURJUDP DQG WHVWLQJ Rl WKH SURJUDP E\ DQ LQGHSHQGHQW DXGLW IX
WUDQVDFWLRQV DQG DFFRXQW UHODWLRQVKLSY DQG PXVW PHHW HQKDQFHG VWDQGDUGYV IRU
LOQVWLWXWLRQV DQG IRUHLJQ FXVWRPHUV )LQDQFLDO LQVWLWXWLRQV PXVW WDNH UHDVRQD
ODXQGHULQJ DQG WR UHSRUW DQ\ VXVSLFLRXV WUDQVDFWLRQV DQG ODZ HQIRUFHPHQW DXW
LOVWLWXWLRQV 7KH )LQDQFLDO &ULPHV (QIRUFHPHQW 1HWZRUN RU )LQ&(1 LVVXHG ILQDO UXC
IRU EDQNV ZLWK UHJDUG WR WKHLU FXVWRPHUV ZKLFK PXVW EH FRPSOLHG ZLWK QR ODWHU W
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7KH 21ILFH Rl )RUHLJQ $VVHWV &RQWURO RU 2)%$& DGPLQLVWHUV ODZV DQG ([HFXWLYH 2U
SURKLELWHG SDUWLHV 2)$& SXEOLVKHYV OLVWY RI SHUVRQV DQG RUJDQL]DWLRQV VXVSHFWHC
IDWLRQDOV DQG %ORFNHG 3HUVRQV *HQHUDOO\ LI D EDQN LGHQWLILHY D WUDQVDFWLRQ DFF
DFFRXQW RU EORFN WKWXWIILFQRXFVWILRQPLYLAH UHSRUW DQG QRWLI\ WKH DSSURSULDWH DXWKR

%DQN UHJXODWRUV URXWLQHO\ H[DPLQH LQVWLWXWLRQV IRU FRP SIV/L PRESIOZIDWKE WV K® \FIR E
UHJXODWRU\ UHYLHZ RI DSSOLFDWLRQV LQFOXGLQJ DSSOLFDWLRQV IRU EDQN PHUJHUV DQG D/
WR FRPEDW PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ DQG FRPSO\ ZLWK 2)$& VDQFWLRC(
UHSXWDWLRQDO DQG ILQDQFLDO FRQVHTXHQFHV IRU WKH LQVWLWXWLRQ

B3ULYDOKH IHGHUDO EDQNLQJ UHIJXODWRUYVY KDYH DGRSWHG UXOHV WKDW OLPLW WKH DELO
FRQVXPHUV WR QRQ DIILOLDWHG WKLUG SDUWLHYVY 7KHVH OLPLWDWLRQV UHTXLUH GLVFORVXU
GLVFORVXUH RI FHUWDLQ SHUVRQDO LQIRUPDWLRQ WR D QRQ DIILOLDWHG WKLUG SDUW\ 7KHYV
FRPSDQLHY DQG FRQYH\HG WR RXWVLGH YHQGRUV ,Q DGGLWLRQ FRQVXPHUV PD\ DOVR SUHYI
XVHG WR GHWHUPLQH HOLJLELOLW\ IRU D SURGXFW RU VHUYLFH VXFK DV WKDW VKRZQ RQ FR¢
KDYH WKH RSWLRQ WR GLUHFW EDQNY DQG RWKHU ILQDQFLDO LQVWLWXWLRQV QRW WR VKDUF
PDUNHWLQJ SURGXFWYV RU VHUYLFHV ,Q DGGLWLRQ WR DSSOLFDEOH IHGHUDO SULYDF\ UHJXOI

JHGHUDO +RPH /RDQKADOMNWGWMWWRP RI ZKLFK WKH %DQN LV D PHPEHU FRQVLVWYV RI UH
+RXVLQJ )LQDQFH %RDUG RU )+)% 7KH )+/%V VHUYH DV UHVHUYH RU FUHGLW IDFLOLWLHV IRU |
IURP SURFHHGY GHULYHG IURP WKH VDOH RI FRQVROLGDWHG REOLJDWLRQV RI WKH )+/% V\VWH
SURFHGXUHV HVWDEOLVKHG E\ WKH )+/% DQG WKH %RDUGV RI GLUHFWRUV RI HDFK UHJLRQDO

$vV D VIVWHP PHPEHU DFFRUGLQJ WR FXUUHQWO\ H[LVWLQJ SROLFLHY DQG SURFHGXUHV
FROOOWHUBIMQN LV DOVR UHTXLUHG WR RZQ D FHUWDLQ DPRXQW RI FDSLWDO VWRFN LQ WKH )+
DGYDQFHVY FRPPLWPHQWYV DQG OHWWHUV RI FUHGLW DQG FROODWHUDO UHTXLUHPHQWYV ZLWK
HIWHQVLRQV RI FUHGLW PDGH E\ WKH )+/% WR WKH %DQN DUH VHFXUHG E\ D SRUWLRQ RI WKH
)+/% KHOG E\ WKH %DQN

(QIRUFHPHQWKIREBPQW UHJXODWRU\ DJHQFLHV KDYH EURDG HQIRUFHPHQW SRZHUV LQFO>
DQG RWKHU FLYLO DQG FULPLQDO SHQDOWLHY DQG DSSRLQW D FRQVHUYDWRU RU UHFHLYHU
ILGXFLDU\ GXW\ RU WKH PDLQWHQDQFH RI XQVDIH DQG XQVRXQG FRQGLWLRQV RU SUDFWLFHYV
RIILFHUV GLUHFWRUV DQG RWKHU LQVWLWXWLRQ DIILOLDWHG SDUWLHV WR DGPLQLVWUDWLY
DXWKRULWLHY PD\ DSSRLQW WKH )',& DV FRQVHUYDWRU RU UHFHLYHU IRU D EDQNLQJ LQVWLWX
QXPEHU RI FLUFXPVWDQFHV H[LVW LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH IDFW WKDW WKH
DGHTXDWHO\ FDSLWDOL]HG IDLOV WR EHFRPH DGHTXDWHO\ FDSLWDOL]HG ZKHQ UHTXLUHG WR
LPSOHPHQW DQ DFFHSWHG FDSLWDO UHVWRUDWLRQ SODQ
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(IMHFW RI *RYHUQPHQWDO ORQHWDU\ 3ROLFLHV

7KH FRPPHUFLDO EDQNLQJ EXVLQHVYV LV DIIHFWHG QRW RQO\ E\ JHQHUDO HFRQRPLF FRQC
5HVHUYH 6RPH RI WKH LQVWUXPHQWY RI PRQHWDU\ SROLF\ DYDLODEOH WR WKH )HGHUDO 5HYV
DYDLODELOLW\ RI ERUURZLQJY DW WKH 3GLVFRXQW ZLQGRZ "~ RSHQ PDUNHW RSHUDWY REGNS RWK Kk
FHUWDLQ ERUURZLQJV E\ EDQNV DQG WKHLU DIILOLDWHY DQG DVVHWYV RI IRUHLJQ EUDQFKHV
LQYHVWPHQWY DQG GHSRVLWV DQG WKH LQWHUHVW UDWHYVY FKDUJHG RQ ORDQV RU SDLG RQ
WKHVH SROLFLHV RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQDQFLDO FRQGLWLRQ UHVXOWYV

,PSDFW RI &XUUHQW /DZV DQG 5HIJIXODWLRQV

7KH FXPXODWLYH HIIHFW RI WKHVH ODzZV DQG UHJXODWLRQV ZKLOH SURYLGLQJ FHUWDL!
LPSDFW RQ RXU SURILWDELOLW\ 7KHUH KDV DOVR EHHQ D QRWDEOH H[SDQVLRQ LQ UHFHQW \}
RWKHU UXOHV DQG UHJXODWLRQV WR ZKLFK ZH DUH VXEMHFW 7KRVH SURYLGHUV EHFDXVH W
FRQWLQXH WR GUDZ ODUJH DPRXQWYV RI IXQGYV DZD\ IURP WUDGLWLRQDO EDQNLQJ LQVWLWXW|I

)JXWXUH /HILVODWLRQ DQG 5HIXODWRU\ 5HIRUP

JURP WLPH WR WLPH YDULRXV OHJLVODWLYH DQG UHJXODWRU\ LQLWLDWLYHYVY UHODWHG \
DQG VWDWXWHY DUH UHJXODUO\ SURSRVHG WKDW FRQWDLQ ZLGH UDQJLQJ SURSRVDOV IRU D!
RSHUDWLQJ LQ WKH 8QLWHG 6WDWHYV :H FDQQRW SUHGLFW ZKHWKHU RU LQ ZKDW IRUP DQ\ SL
DIIHFWHG E\ DQ\ QHZ UHJXODWLRQ RU VWDWXWH )XWXUH OHJLVODWLRQ UHJXODWLRQ DQG SI
VLIQLILFDQW LQIOXHQFH RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQDQFLDO FRQGLWLRQ UH
ORDQV LQYHVWPHQWY DQG GHSRVLWYV 6XFK OHJLVODWLRQ UHJXODWLRQ DQG SROLFLHV KDY
RSHUDWLRQV JURZWK SODQV DQG IXWXUH SURVSHFWV RI FRPPHUFLDO EDQNV LQ WKH SDVW I

,7(0 $ 5LVN )DFWRUV

,Q HYDOXDWLQJ RXU EXVLQHVV \RX VKRXOG FRQVLGHU FDUHIXOO\ WKH IDFWRUV GHVFUI
DGYHUVHO\ DIIHFW RXU EXVLQHVYVY SURVSHFWYV |LQDRYAL DR R RIKRXDICR Q O VR VPRAOW Y. GRH LR B"HKBDR
RlI IRUZDUG ORRNLQJ VWDWHPHQWY HOVHZKHUH LQ WKLV 5HSRUW

5LVNV 5HODWLQJ WR RXU %XVLQHVV

$V D EXVLQHVYV RSHUDWLQJ LQ WKH ILQDQFLDO VHUEHFBE YLHUBMVON LD | | R K W HEG MLLQD B X W HDUGRGX R DHL
FRQGLWLRQV

2XWEXVLQHVVHY DQG RSHUDWLRQV ZKLFK SULPDULO\ FRQVLVW RI OHQGLQJ PRQH\ WR FXV
GHSRVLWY DQG LQYHVWLQJ LQ VHFXULWLHY DUH VHQVLWLYH WR JHQHUDO EXVLQHVV DQG HF
LPSURYHG PRGHUDWHO\ RYHU WKH SDVW VHYHUDO \HDUV WKH EXVLQHVV HQYLURQPHQW LQ Z
S8QFHUWDLQW\ DERXW WKH IHGHUDO ILVFDO SROLF\PDNLQJ SURFHVV WKH PHGLXP DQG ORQJ W
EXVLQHVVHY FRQVXPHUV DQG LQYHVWRUV LQ WKH 8QLWHG 6WDWHVY ,Q DGGLWLRQ HFRQRPLI
WKH VWDELOLW\ RI WKH HXUR FXUUHQF\ FRXOG DIIHFW WKH VWDELOLW\ Rl JOREDO ILQDQFLDO
FKDUDFWHUL]HG E\ LQWHUHVW UDWHV DW KLVWRULFDOO\ ORZ OHYHOV ZKLFK LPSDFWV RXU D
$00 RI WKHVH IDFWRUV DUH GHWULPHQWDO WR RXU EXVLQHVV DQG WKH LQWHUSOD\ EHWZHH
E\ PRQHWDU\ DQG UHODWHG SROLFLHV Rl WKH 8QLWHG 6WDWHYV JRYHUQPHQW DQG LWV DJHQF
RWKHU IDFWRUV WKDW DUH EH\RQG RXU FRQWURO $GYHUVH HFRQRPLF FRQGLWLRQV DQG JR
EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG SURVSHFWYV




7DEOH RI &RQWHQWYV

7KH JHRJBRQKHR VRU RWUREX QLYWW MWVH RI /RRIGVLOQAPGBYHMY ULVNYV DQG PD\ PDJQLI\ WKH FRQVHT
HFRQRPLF GRZQWXWOPDIUNEFWIVOGLQJ) DQ\ GRZQWXUQ LQ WKH UHDO HVWDWH VHFWRU

‘H FRQGXFW RXU RSHUDW\RDW HH FFIO/RXLYHDQDD W&HDOODYV 7H[DV $V RI '"HFHPEHU
SRUWIROLR ZHUH PDGH WR ERUURZHUV ZKR OLYH DQG RU FRQGXFW EXVLQHVV LQ RXU PDUNHW
RXU PDUNHWYV $FFRUGLQJO\ ZH DUH H[SRVHG WR ULVNV DVVRFLDWHG ZLWK D ODFN RI JHRJUD
RXU H[LVWLQJ RU SURVSHFWLYH ERUURZHUV RU SURSHUW\ YDOXHV LQ RXU PDUNHWYV PD\ DIIHI
ZKRVH RSHUDWLRQV DUH OHVYV JHRJUDSKLFDOO\ IRFXVHG

7KH HFRQRPLF RRXQGRWURIQWM QUH KLIJKO\ GHSHQGHQW RQ WKH UHDO HVWDWH VHFWRU D'
PDQXIDFWXULQJ DQG HQHUJ\ VHFWRUV $Q\ GRZQWXUQ RU DGYHUVH GHYHORSPHQW LQ WKHVF
PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSI
FRXOG QHJDWLYHO\ DIIHFW WKH YROXPH Rl ORDQ RULJLQDWLRQV LQFUHDVH WKH OHYHO RI Q
RXU ORDQYV
H IDFH VLJQLILFDQW FRPSHWLWLRQ WR DWWUDFW DQG UHWDLQ FXVWRPHUV ZKLFK FRXOG L}

‘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 Rl DOWHUQDWLYH EDQNLQJ VRXUFHYV

2XU DELOLW\ WR FRPSHWH VXFFHVVIXOO\ ZLOO GHSHQG RQ D QXPEHU RI IDFWRUV LQFOX:

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

» RXU VFRSH UHOHYDQFH DQG SULFLQJ Rl SURGXFWYV DQG VHUYLFHV RIIHUHG WR PHHW

" WKH UDWH DW ZKLFK ZH LQWURGXFH QHZ SURGXFWYV DQG VHUYLFHY UHODWLYH WR RX!

" FXVWRPHU VDWLVIDFWLRQ ZLWK RXU OHYHO RI VHUYLFH

" RXU DELOLW\ WR H[SDQG RXU PDUNHW SRVLWLRQ

" LQGXVWU\ DQG JHQHUDO HFRQRPLF WUHQGY DQG

" RXU DELOLW\ WR NHHS SDFH ZLWK WHFKQRORJLFDO DGYDQFHV DQG WR LQYHVW LQ QH

,QFUHDVHG FRPSHWLWLRQ FRXOG UHTXLUH XV WR LQFUHDVH WKH UDWHV ZH SD\ RQ GHSR

IDLOXUH WR FRPSHWH HIIHFWLYHO\ LQ RXU SULPDU\ PDUNHWYVY FRXOG FDXVH XV WR ORVH PDU?!"
RI RSHUDWLRQV




7DEOH RI &RQWHQWYV

2XU VXFFHVV LV ODUJHO\ GHSHQGHQW XSRQ RXU DELGMMG LW KOAKR FAFRY YWV XXO@O \H Hi H HF K WAL BFRERBUOESX K T
DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU VXFFHVV LQFOXGLQJ RXU DELOLW\ WR DFKLHYH RXU JURZXWKPDQBGJEB R QW BVEHDOPL WR JH
EXVLQHVYV VWUDWHJI\ ZKLFK UHTXLUHV WKHP WR DPRQJ RWKHU WKLQJV

» DWWUDFW DQG UHWDLQ H[SHULHQFHG DQG WDOHQWHG EDQNHUV LQ HDFK RI RXU PDUN|
" PDLQWDLQ DGHTXDWH IXQGLQJ VRXUFHV LQFOXGLQJ E\ FRQWLQXLQJ WR DWWUDFW V\
" LQFUHDVH RXU RS HWIHBNSQRIHWDELIDQ M\

" LPSOHPHQW QHZ WHFKQRORJLHV WR HQKDQFH WKH FOLHQW H[SHULHQFH NHHS SDFH ZL

" DWWUDFW DQG PDLQWDLQ FRPPHUFLDO EDQNLQJ UHODWLRQVKLSV ZLWK ZHOO TXDOLIL
PDUNHW DUHDV

" DWWUDFW VXIILFLHQW ORDQV WKDW PHHW SUXGHQW FUHGLW VWDQGDUGYV LQFOXGLQJ
FDWHJRULHV

» PDLQWDLQ DGHTXDWH OLTXLGLW\ DQG UHJXODWRU\ FDSLWDO DQG FRPSO\ ZLWK DSSOLI

» REWDLQ IHGHUDO DQG VWDWH UHJXODWRU\ DSSURYDOV

" PDQDJH RXU FUHGLW LQWHUHVW UDWH DQG OLTXLGLW\ ULVN

" GHYHORS QHZ DQG JURZ RXU H[LVWLQJ VWUHDPV Rl QRQLQWHUHVW LQFRPH

" RYHUVHH WKH SHUIRUPDQFH Rl WKLUG SDUW\ VHUYLFH SURYLGHUY WKDW SURYLGH PD

* PDLQWDLQ H[SHQVHV LQ OLQH ZLWK WKHLU FXUUHQW SURMHFWLRQV

JDLOXUH WR DFKLHYH WKHVH VWUDWHJLF JRDOV FRXOG DGYHUVHO\ DIIHFW RXU DELOLW\
EXVLQHVY JURZWK SURVSHFWV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV )XUW
UHVXOWV Rl RSHUDWLRQV DQG IXWXUH SURVSHFWVY FRXOG EH QHJDWLYHO\ DIIHFWHG DQG Zt
RXU RSHUDWLRQV

‘H UHO\ KHDYLOWRQY lR®PD GIPHARHQW WHDP DQG RWKHU NH\ HPSOR\HHV DQG DQ XQH[SHFWHG O
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

2XU VXFFHVV GHSHQGYVY LQ ODUJH SDUW RQ WKH SHUIRUPDQFH RI RXU NH\ SHUVRQQHO D\
PLGGOH PDQDJHPHQW DQG RWKHU VNLOOHG HPSOR\HHV &RPSHWLWLRQ IRU HPSOR\HHV LV LQW
DWWULEXWHV UHTXLUHG WR H[HFXWH RXU EXVLQHVYVY SODQ PD\ EH OHQJWK\ :H PD\ QRW EH VX
PRUH RI RXU NH\ SHUVRQQHO FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV EHFDXVH RI
GLIILFXOW\ RI SURPSWO\ ILQGLQJ TXDOLILHG UHSODFHPHQW SHUVRQQHO ,I| WKH VHUYLFHV RI
LGHQWLI\ DQG KLUH TXDOLILHG SHUVRQV RQ WHUPV DFFHSWDEOH WR XV RU DW DOO ZKLFK F




7DEOH RI &RQWHQWYV

2XU DELOLW\ WR DWWUDFW DLQYGFUHW DHRROSW R IWW B BMXHF EDVOINRUR XU EXVLQHVYVY VWUDWHI\ DQG
RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU DELOLW\ WR UHWDLQ DQG JURZ RXU ORDQV GHSRVLWY 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
VHUYLFHYV

2XU JURZWK VWUDWHJ\ DOVR UHOLHVY 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 EXVLQHVV GHYHORSPH(
DUH XQDEOH WR DWWUDFW DQG UHWDLQ SURILWDEOH EDQNHUV RU LI RXU EDQNHUV IDLO WR P
H[HFXWH RXU EXVLQHVV VWUDWHJ\ ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHYV

‘H PD\ QRW EH DEOH WR DGHTXDWHO\ PHDVXUH DQG OLPLW RXU FUHGLW ULVN ZKLFK FRXOG (

2XU EXVLQHVV GHSHQGY RQ RXU DELOLW\ WR VXFFHVVIXOO\ PHDVXUH DQG PDQDJH FUHGL
ORDQ ZLOO QRW EH UHSDLG WLPHO\ RU DW DOO RU WKDW WKH YDOXH RI DQ\ FROODWHUDO VXS
WR ULVNV ZLWK UHVSHFW WR WKH SHULRG RI WLPH RYHU ZKLFK WKH ORDQ PD\ EH UHSDLG ULV
LQGXVWU\ FRQGLWLRQV DQG ULVNV LQKHUHQW LQ GHDOLQJ ZLWK LQGLYLGXDO ORDQV DQG EF
PDUNHW FRQGLWLRQV DQG JHQHUDO HFRQRPLF FRQGLWLRQV ,I WKH RYHUDOO HFRQRPLF FOLPEC
GLVUXSWLRQ RXU ERUURZHUV PD\ H[SHULHQFH GLIILFXOWLHV LQ UHSD\LQJ WKHLU ORDQV WKH
ORDQV FKDUJH RIIV DQG GHOLQTXHQFLHYV FRXOG ULVH DQG UHTXLUH VLJOQLILFDQW DGGLWLRQ
ORDQV LQFOXGH WKH TXDOLW\ Rl WKH PDQIVJBEHQMWVR IEWWH EWR/ SQR'SW D@\GHW B 8 XERWH REDQ J H
DIIHFWLQJ RXU PDUNHW IRU SURGXFWY DQG VHUYLFHY DQG WR HIIHFWLYHO\ UHVSRQG WR WKF
LQFOXGH WHQDQW YDFDQF\ UDWHV DQG WKH TXDOLW\ RI PDQDJHPHQW RI WKH SURSHUW\

2XU ULVN PDQDJHPHQW SUDFWLFHV VXFK DV PRQLWRULQJ WKH FRQFHQWUDWLRQ RI RXU
SUDFWLFHVY PD\ QRW DGHTXDWHO\ UHGXFH FUHGLW ULVN DQG RXU FUHGLW DGPLQLVWUDWLR
RWKHU FRQGLWLRQV DIIHFWLQJ FXVWRPHUY DQG WKH TXDOLW\ RI WKH ORDQ SRUWIROLR ,Q D
ZLWKVWDQG FRPSHWLWLYH HFRQRPLF DQG ILQDQFLDO SUHVVXUHV WKDQ ODUJHU ERUURZHUYV
PD\ UHVXOW LQ ORDQ GHIDXOWYV IRUHFORVXUHY DQG DGGLWLRQDO FKDUJH RIIV DQG PD\ QHF
DGYHUVHO\ DIITHFW RXU QHW LQFRPH $V D UHVXOW RXU LQDELOLW\ WR VXFFHVVIXOO\ PDQDJI
RSHUDWLRQV

2XWFRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR H[SRVHV XV WR ULVNV WKDW PD\ EH JUHDWH

2XU ORDQ SRUWIRQHB REFRISIGH DQG QRQ RZQHU RFFXSLHG FRPPHUFLDO UHDO HVWDWH !
VHFXUHG E\ FRPPHUFLDO SURSHUWLHYV DV ZHOO DV UHDO HVWDWH DFTXLVLWLRQ FRQVWUXFWL
RI RXU ORDQ SRUWIROLR LV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH 7KHVH ORDQV W\SLFDOO
SURSHUW\ VHFXULQJ WKH ORDQ LQ DPRXQWYV VXIILFLHQW WR FRYHU RSHUDWLQJ H[SHQVHV DQ
FRQGLWLRQV 7KHVH ORDQV H[SRVH XV WR JUHDWHU FUHGLW ULVN WKDQ ORDQV VHFXUHG E\
OLTXLGDWHG DV HDVLO\ DV UHVLGHQWLDO UHDO HVWDWH EHFDXVH WKHUH DUH IHZHU SRWHQW
JHQHUDOO\ LQYROYH UHODWLYHO\ ODUJH EDODQFHV WR VLQJOH ERUURZHUV RU UHODWHG JUR
ORDQV PD\ EH ODUJHU RQ D SHU ORDQ EDVLV WKDQ WKRVH LQFXUUHG ZLWK RXU UHVLGHQWLDC
UHDO HVWDWH ORDQ SRUWIROLR ZRXOG UHTXLUH XV WR LQFUHDVH RXU SURYLVLRQ IRU ORDQ
FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG SURVSHFWYV




7DEOH RI &RQWHQWYV

%HFDXVH D VLIJQLILFDQW SRUWLRQ RI RXU ORDQ SWRIUWH FEG DR LN VFR® SWKNV HHG ARQ RUAH\ DIDI | H VW D @ H
LPSDLU WKH YDOXH RI FROODWHUDO VHFXULQJ RXU UHDO HVWDWH ORDQV DQG UHVXOW LQ OR

5HDO HVWDWH YDOXHV LQ PDQ\ /RXLVLDQD PDUNHWY KDYH H[SHULHQFHG SHULRGV RI I0XI
VLIQLILFDQWO\ LQ D VKRHMHBHMHURG RI WRPHUBM RDWHO\ PLOOLRQ RU RI RXU WRWDO (
SULPDU\ RU VHFRQGDU\ FRPSRQHQW RI FROODWHUDO $GYHUVH FKDQJHV DIIHFWLQJ UHDO HVW
FUHGLW ULVN DVVRFLDWHG ZLWK RXU ORDQ SRUWIROLR DQG FRXOG UHVXOW LQ ORVVHV WKD
LQ WKH HFRQRP\ DIITHFWLQJ 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 ORVVHV RQ VXFK ORDQV 6XFK GHFOLQHY DQG ORVVHV FRXOG KDYH DGYHI
GHFOLQH LW LV DOVR PRUH OLNHO\ WKDW ZH ZRXOG EH UHTXLUHG WR LQFUHDVH RXU DOORZD
DQG UHVXOWY RI RSHUDWLRQV

‘H HQJDJH LQ OHQGLQJ VHFXUHG E\ UHDO HVWDWH DQG PD\ EH IRUFHG WR IRUHFORVH RQ WKH
SRWHQWLDO ULVNV DVVRFLOWHE XA VBK RBKHIWYQHUVKLS RI W

6LQFH ZH RULJLQDWH ORDQV VHFXUHG E\ UHDO HVWDWH ZH PD\ KDYH WR IRUHFORVH RQ
VXFK SURSHUW\ LQ ZKLFK FDVH ZH ZRXOG EH H[SRVHG WR VHEH RHHANYV L QK HBHHKHD & @ S\SKUHR [RE D
7KH DPRXQW WKDW zZH DV D PRUWJDJHH PD\ UHDOL]JH DIWHU D GHIDXOW LV GHSHQGHQW XSRQ
FRQGLWLRQV HQYLURQPHQWDO FOHDQXS OLDELOLW\ DVVHVVPHQWY LQWHUHVW UDWHV UHD
DGHTXDWH RFFXSDQF\ RI WKH SURSHUWLHV ]JRQLQJ ODZV JRYHUQPHQWDO DQG UHJXODWRU\
ULVNV DVVRFLDWHG ZLWK WKH RZQHUVKLS Rl UHDO HVWDWH RU ZULWHGRZQV LQ WKH YDOXH
RSHUDWLRQV

$ ODUJH SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI FRPPHUFLDO ORDQV VHFXUHG E
LQ YDOXH RI ZKLFK FRXOG H[SRVH XV O\RDFIWHFG\L R XQAREXWNVQOBIQE¥ ARROQFLGOHRR/GIGLWLRQ DQG U

$V RHFHPEHU DSSUR[LPDWHO\ PLOOLRQ RU RI RXU WRWDO ORDQV ZHUH FRF
E\ JHQHUDO EXVLQHVY DVVHWV LQFOXGLQJ DPRQJ RWKHU WKLQJV DFFRXQWV UHFHLYDEOH
SULQFLSDO 7KHVH FRPPHUFLDO ORDQVYV DUH W\SLFDOO\ ODUJHU LQ DPRXQW WKDQ ORDQV WR L
$GGLWLRQDOO\ WKH UHSD\PHQW RI FRPPHUFLDO ORDQV LV VXEMHFW WR WKH RQJRLQJ EXVLQ
PRYDEOH SURSHUW\ VXFK DV HTXLSPHQW DQG LQYHQWRU\ ZKLFK PD\ GHFOLQH LQ YDOXH PRU
RI RXU FXVWRPHU EDVH LQFOXGLQJ FXVWRPHUV LQ WKH HQHUJ\ DQG UHDO HVWDWH EXVLQHYV
SULFHV RU PDUNHW IOXFWXDWLRQV VXFK DV HQHUJ\ SULFHV $FFRUGLQJO\ QHJDWLYH FKDQJI
FROODWHUDO VHFXULQJ WKHVH ORDQV 6LJQLILFDQW DGYHUVH FKDQJHV LQ WKH HFRQRP\ RU
UDSLG GHFOLQHV LQ ORDQ FROOHFWDELOLW\ DQG WKH YDOXHV DVVRFLDWHG ZLWK JHQHUDO
DQG FRXOG DGYHUVHO\ DIITHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSH




7DEOH RI &RQWHQWYV

2XU SRUWIROLR FRQWDLORDODW WREAHURN DOOMUERUURZHUYV DQG GHWHULRUDWLRQ LQ WKH ILQDC
LPSDFW RQ RXU DVVHW TXDOLW\

2XU JURZWK RYHU WKH SDVW VHYHUDO \HDUV KDV EHHQ SDUWLDOO\ DWWULEXWDEOH WR
'"HFHPEHU RXU DYHUDJH ORDQ VL]HXZDWKBI®S DR/[IRR DMWHCREH U RXU ODUJHVW ERUURI
PLOOLRQ WR PLOOLRQ LQFOXGLQJ XQIXQGHG FRPPLWPHQWYVY 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 DQ DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVX

2XU DOORZDQFH IRU ORDQ ORVVHV PD\ SURYH WR RoHJ LOQR/XQI LSFRU® MR G\LARR D EK/IRAKE FARR\O\GH K DLYQHK B |
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQYV

‘H PDLQWDLQ DQ DOORZDQFH IRU ORDQVORXSHNH\YMDR SHREBE¥BEWIWR PV WD IHPG QWY NV LQF
RXU DOORZDQFH IRU ORDQ ORVVHYV WRWDOHG PLOOLRQ ZKLFK UHSUHVHQWV DSSUR[LPD
PDQDJHPHQWYIV FRQWLQXLQJ HYDOXDWLRQ Rl JHQHUDO HFRQRPLF FRQGLWLRQV GLYHUVLILFD'
SUREOHPV GHOLQTXHQF\ OHYHOV DQG DGHTXDF\ RI FROODWHUDO 7KH GHWHUPLQDWLRQ RI W
UHTXLUHV XV WR PDNH VLJQLILFDQW HVWLPDWHVY RI DQG DVVXPSWLRQV UHJDUGLQJ FXUUHQW
PDQDJHPHQW DVVXPSWLRQV GHWHULRUDWLRQ RI HFRQRPLF FRQGLWLRQV DIIHFWLQJ ERUURZH
SUREOHP ORDQV DFTXLVLWLRQ RI SUREOHP ORDQV DQG RWKHU IDFWRUV ERWK ZLWKLQ DQG F
RXU UHJXODWRUV DV DQ LQWHJUDO SDUW RI 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 SHULRGVY 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




7DEOH RI &RQWHQWYV

7TKNPDOO WR PLGVL]HG EXVLQHVVHVY WKDW ZH OHQG WR PD\ KDYH IHZHU UHVRXUFHV WR ZHDW
D ORDQ DQG VXFK LPSDLUPHQW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVYV

‘H IRFXV RXU EXVLQHVYVY GHYHORSPHQW DRIOMDW RHW G L [\HE UDXWH Q\HY WY IHRVD WBIPD\ORQWR PLG
PDUNHW VKDUHV WKDQ WKHLU FRPSHWLWLRQ PD\ EH PRUH YXOQHUDEOH WR HFRQRPLF GRZQW
VXEVWDQWLDO YRODWLOLW\ LQ RSHUDWLQJ UHVXOWY DQ\ RI ZKLFK PD\ LPSDLU D ERUURZHU T\
GHSHQGV RQ WKH PDQDJHPHQW VNLOOV WDOHQWY DQG HIIRUWV RI RQH RU WZR SHRSOH RU D
SHRSOH FRXOG KDYH DQ DGYHUVH LPSDFW RQ WKH EXVLQHVY DQG LWV DELOLW\ WR UHSD\ LW)
DQG VPDOO WR PLGVL]HG EXVLQHVVHY DUH DGYHUVHO\ DIITHFWHG RU RXU ERUURZHUYV DUH RW
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

7KH ERUURZLQJ QHHGV RI RXU VSN RLFORCHAAVGXDAL QQ FIU FBEDW OM QJLQJ HFRQRPLF HQYLURQPHQW
FRQWUDFWXDO REOLJDWLRQV WR H[WHQG FUHGLW

$ FRPPLWPHQW WR H[WHQG FUHGLW LV D IRUPDO DJUHHPHQW WR OHQG IXQGV WR D FXVW
7KH DFWXDO ERUURZLQJ QHHGV RI RXU FXVWRPHUV XQGHU WKHVH FUHGLW FRPPLWPHQWY KDY
SRUWLRQ Rl WKHVH FRPPLWPHQWY H[SLUH ZLWKRXW EHLQJ GUDZQ XSRQ %HFDXVH Rl WKH FUF
FUHGLW FRPPLWPHQWY ZKLFK LV QRW 'HAHPEFRWHG RQ RHUKBIZO D Q F HP MKGILHRD 3@ ROIXQGHG FUH:!
ERUURZLQJ QHHGV Rl RXU FXVWRPHUV PD\ H[FHHG RXU H[SHFWDWLRQV HVSHFLDOO\ GXULQJ D
GHSHQGHQW RQ RXU FUHGLW FRPPLWPHQWY GXH WR WKH ODFN RI DYDLODEOH FUHGLW HOVHZK
7KLV FRXOG DGYHUVHO\ DIIHFW RXU OLTXLGLW\ ZKLFK FRXOG LPSDLU RXU DELOLW\ WR IXQG R
HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

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

2XU EXVLQHVY SODQ HPSKDVL]HY UHODWLRQVKLS EDQNLQJ :H KDYH EHQHILWHG IURP VW
RQH RI WKH PRVW YDOXDEOH FRPSRQHQWYV RI RXU EXVLQHVV 2XU JURZWK RYHU WKH SDVW VI
LOQVWLWXWLRQVY DQG LQFUHDVLQJ RXU PDUNHW VKDUH SULPDULO\ E\ WKH LQYROYHPHQW LQ R>
EDQNLQJ VHUYLFHV LQ RXU SULPDU\ PDUNHWYV $V VXFK ZH VWULYH WR HQKDQFH RXU UHSXWLCL
LQWHJUDO SDUW RI WKH FRPPXQLWLHY ZH VHUYH DQG GHOLYHULQJ VXSHULRU VHUYLFH WR RX
RWKHUZLVH RXU H[LVWLQJ UHODWLRQVKLSYVY PD\ EH GDPDJHG :H FRXOG ORVH VRPH RI RXU HIJI
HDFK RWKHU DQG ZH PD\ QRW EH VXFFHVVIXO LQ DWWUDFWLQJ QHZ FXVWRPHUV $Q\ RI WKH\
UHVXOWY RI RSHUDWLRQV

2XU EXVLQHVYVY KDV JURZQ UDSLGO\ DQG ZH PD\ QRW EH DEOH WR PDLQWDLQ RXU KLVWRULFDC
LPSOHPHQW RXU EXVLQHVV VWUDWHJ\

2XU EXVLQHVV KDV JURZQ UDSLGO\ )LQDQFLDO LQVWLWXWLRQV WKDW JURZ UDSLGO\ FDQ
VWUDWHJI\ IRFXVHV RQ RUJDQLF JURZWK VXSSOHPHQWHG E\ DFTXLVLWLRQV Rl EDQNLQJ WHDI
VWUDWHJI\ WR VXVWDLQ RXU KLVWRULFDO UDWH RI JURZWK RU ZH PD\ EH XQDEOH WR JURZ DW
ZLWKLQ DFFHSWDEOH ULVN DQG H[SHQVH WROHUDQFHY REWDLQ WKH SHUVRQQHO RU IXQGLQ.
9DULRXV IDFWRUV VXFK DV HFRQRPLF FRQGLWLRQV DQG FRPSHWLWLRQ PD\ LPSHGH RU SURK
RI DFTXLVLWLRQV )XUWKHU ZH PD\ EH XQDEOH WR DWWUDFW DQG UHWDLQ H[SHULHQFHG EDC
RXU DELOLW\ WR HIIHFWLYHO\ PDQDJH JURZWK ZKLFK LV GHSHQGHQW XSRQ D QXPEHU RI IDFW
JRYHUQDQFH LQIUDVWUXFWXUH WR DFFRPPRGDWH H[SDQGHG RSHUDWLRQV ,I ZH IDLO WR EXLC
RI RXU VWUDWHJ\ ZH PD\ EH XQDEOH WR PDLQWDLQ KLVWRULFDO HDUQLQJV WUHQGYV ZKLFK F
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:H PD\ QRW EH DEOH WR PDQDJH WKH ULVNV DVVRFLDWHG ZLWK RXU DQWLFLSDWHG JURZWK D
2XU EXVLQHVYV VWUDWHI\ LQFOXGHY HYDOXDWLQJ VWUDWHILF RSSRUWXQLWLHV WR JUR
PHDQLQJIXO WR RXU JURZWK VLQFH LQFHSWLRQ 'H QRYR EUDQFKLQJ FDUULHV ZLWK LW FHUWI
ORVVHV DQ LQDELOLW\ WR JDLQ UHJXODWRU\ DSSURYDO DQ LQDELOLW\ WR VHFXUH WKH VHL
LQWHJUDWH DQG SURPRWH RXU FRUSRUDWH FXOWXUH SRRU PDUNHW UHFHSWLRQ IRU GH QRY
FKDOOHQJHYVY SRVHG E\ ORFDO HFRQRPLF FRQGLWLRQV FKDOOHQJHV DVVRFLDWHG ZLWK VHFX
UHVRXUFHY DQG LQWHUQDO V\VWHPV DQG FRQWUROV )DLOXUH WR DGHTXDWHO\ PDQDJH WKH
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H PD\ SXUVXH DFTXLVLWLRQV LQ WXKWHWRWMXQB QFKDFEK HARKEPXONVHRSRWVE G RSHUDWLRQDO ULVNV W
ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG JURZWK SURVSHFWYV

$OWKRXJIK ZH SODQ WR FRQWLQXH WR JURZ RXU EXVLQHVYVY RUJDQLFDOO\ ZH PD\ IURP WLI
DFWLYLWLHYVY DQG KDYH WKH DELOLW\ WR HQKDQFH RXU SURILWDELOLW\ 2XU DFTXLVLWLRQ DF
DVVRFLDWHG ZLWK
" WKH LGHQWLILFDWLRQ RI VXLWDEOH FDQGLGDWHY IRU DFTXLVLWLRQ
" WKELYHUVLRQ RI PDQDJHPHQW DWWHQWLRQ IURP WKH RSHUDWLRQ RI RXU H[LVWLQJ
" WKH DELOLW\ WR DWWUDFW IXQGLQJ WR VXSSRUW DGGLWLRQDO JURZWK ZLWKLQ DF
" WKHH RI LQODFFXUDWH HVWLPDWHY DQG MXGJPHQWYV WR HYDOXDWH FUHGLW RSHUL
" WKH DELOLW\ WR PDLQWDLQ DVVHW TXDOLW\
" WKH DGHTXDF\ RI GXH BWO QMIQOFAH D[ WKKH WR XQNQRZQ RU FRQWLQJHQW OLDELOL
" WKH UHWHQWLRQ RI FXVWRPHUVY DQG NH\ SHUVRQQHO LQFOXGLQJ EDQNHUYV
" WKH WLPLQJ DQG XQFHUWDLQW\ DVVRFLDWHG ZLWK REWDLQLQJ QHFHVVDU\ UHJXOCL
" WKH LQFXUUHQFH RI DQ LPSDLUPHQW RI JRRGZLOO DVVRFLDWHG ZLWK DQ DFTXLVLW
" WKH DELOLW\ WR VXFFHVVIXOO\ LQWHJUDWH DFTXLUHG EXVLQHVVHV DQG
" WKH PDLQWHQDQFH RI DGHTXDWH UHJXODWRU\ FDSLWDO
7KH PDUNHW IRU DFTXLVLWLRQ WDUJHWYV LV KLJKO\ FRPSHWLWLYH ZKLFK PD\ DGYHUVHO
DFFHSWDEOH SULFHV :H IDFH VLJQLILFDQW FRPSHWLWLRQ LQ SXUVXLQJ DFTXLVLWLRQ WDUJH
KXPDQ WHFKQLFDO DQG RWKHU UHVRXUFHV WKDQ ZH GR 2XU DELOLW\ WR FRPSHWH LQ DFTXL
DFTXLVLWLRQV LQFOXGLQJ WKH DPRXQW RI FDVK DQG FDVK HTXLYDOHQWY ZH KDYH DQG WKH

GULYH XS WKH DFTXLVLWLRQ FRQVLGHUDWLRQ WKDW ZH ZLOO EH UHTXLUHG WR SD\ LQ RUGHU
XQDEOH WR ILQG VXLWDEOH DFTXLVLWLRQ WDUJHWYV DQ LPSRUWDQW FRPSRQHQW RI RXU JUR
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$FTXLVLWLRQV RI ILQDQFLDO LQVWLWXWLRQV DOVR LQYROYH RSHUDWLRQDO ULVNV DQG
UHFRXUVH H[SRVXUH WR XQH[SHFWHG SUREOHPV VXFK DV DVVHW TXDOLW\ WKH UHWHQWLRQ
EXVLQHVV :H PD\ QRW EH DEOH WR FRPSOHWH IXWXUH DFTXLVLWLRQV RU LI FRPSOHWHG ZH
PDQDJHPHQW SURGXFWV DQG VHUYLFHV RI WKH HQWLWLHVY WKDW ZH DFTXLUH RU WR UHDOL]H
WLPH DQG DWWHQWLRQ IURP RXU PDQDJHPHQW WKDW ZRXOG RWKHUZLVH EH GLUHFWHG WRZD
LOQWHJUDWH WKH HQWLWLHYVY ZH DFTXLUH LQWR RXU H[LVWLQJ RSHUDWLRQV LQ D WLPHO\ PDQC
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWVY RI RSHUDWLRQV )XUWKHU DFTXLVLWLRQV V
GLOXWLRQ RI RXU WDQJLEOH ERRN YDOXH DQG QHW LQFRPH SHU VKDUH PD\ RFFXU LQ FRQQHF
FXUUHQWO\ PDLQWDLQ RU PD\ DFTXLUH PD\ EH VXEMHFW WR LPSDLUPHQW LQ IXWXUH SHULRGV

,QWHUHVW UDWBIYHKDRNYGCFRXWOWGH HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWYV

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 DVVHWV DQG WKH LQWHUHVW ZH SD\ RQ LOQWHUHVW EHDULQJ OLDELOLWLHV VXEK L
LQFRPH EHFDXVH GLIIHUHQW W\SHV RI DVVHWY DQG OLDELOLWLHYV PD\ UHDFW GLIIHUHQWO\ D
RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ LOQWHUHVW HDUQLQJ DVVHWYV LQ
HDUQLQJ DVVHWYV PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ HFEHWPHE
RI RXU HDUQLQJ DVVHWYV DQG RI RXU LQWHUHVW EHDULQJ OLDELOLWLHV ZHUH Y

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

$GGLWLRQDOO\ DQ LQFUHDVH LQ LQWHUHVW UDWHV PD\ DPRQJ RWKHU WKLQJV UHGXFH
UDWHV $ GHFUHDVH LQ WKH JHQHUDO OHYHO RI LQWHUHVW UDWHY PD\ DIIHFW XV WKURXJK L
IRU GHSRVLWV $FFRUGLQJO\ FKDQJHV LQ WKH OHYHO RI PDUNHW LQWHUHVW UDWHYV DIIHFW R
UHVXOWV $OWKRXJK RXU DVVHW OLDELOLW\ PDQDJHPHQW VWUDWHJI\ LV GHVLIQHG WR FRQWL
DUH DIIHFWHG E\ PDQ\ IDFWRUV RXWVLGH RI RXU FRQWURO LQFOXGLQJ JRYHUQPHQWDO PRQH"
LQWHUQDWLRQDO GLVRUGHU DQG LQVWDELOLW\ LQ GRPHVWLF DQG IRUHLJQ ILQDQFLDO PDUNH'

7KH PDWNEWKLFK ZH RSHUDWH DUH VXVFHSWLEOH WR KXUULFDQHY DQG RWKHU QDWXUDO GLV
DQG LQFUHDVHV LQ ORDQ ORVVHYV

$ VLIQLILFDQW SRUWLRQ RI RXU EXVLQHVV LV JHQHUDWHG IURP PDUNHWV WKDW KDYH EH
WRUQDGRHY DQG RWKHU QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU 1DWXUDO GLVDVWHI
ORFDO HFRQRPLHV LQ ZKLFK ZH RSHUDWH ,I WKH HFRQRPLHV LQ RXU SULPDU\ PDUNHWYV H[SHUI
GLVDVWHU GHPDQG IRU ORDQVY DQG RXU RWKHU SURGXFWY DQG VHUYLFHV FRXOG EH UHGXFF
SRUWIROLRY PD\ LQFUHDVH VXEVWDQWLDOO\ DV XQLQVXUHG SURSHUW\ ORVVHV RU VXVWDLQF
ORUHRYHU WKH YDOXH RI UHDO HVWDWH RU RWKHU FROODWHUDO WKDW VHFXUHV WKH ORDQV
GHFUHDVHG UHYHQXH DQG ORDQ ORVVHV WKDW FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EX)
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‘H HDUQ LQFRPH E\ RULJLQDWLQJ UHVLGHQWLDO PRUWJDJH ORDQV IRU UHVDOH LQ WKH VHFR!
LQFRPH

+LVWRULFDOO\ ZH KDYH HDUQHG LQFRPH E\ RULJLOQDWSEXILPRRWIBDID OREXQW RRBXMD ORDLQ
KDV EHHQ WR HQWHU LQWR IRUPDO FRPPLWPHQWY DQG LQIRUPDO DJUHHPHQWY ZLWK ODUJHU |
IDPLO\ PRUWJDJHV WKDW DUH SULFHG DQG XQGHUZULWWHQ WR FRQIRUP WR SUHYLRXVO\ DJUH
+RZHYHU LQ WKH UHFHQW SDVW GLVUXSWLRQV LQ WKH VHFRQGDU\ PDUNHW IRU UHVLGHQWLD
FRQIRUPLQJ )DQQLH ODH DQG )HGHUDO +RPH /RDQ ORUWJDJH &RUSRUDWLRQ RU )UHGGLH ODF
PRUWJDJH ORDQV PD\ UHDSSHDU

,Q DGGLWLRQ EHFDXVH JRYHUQPHQW VSRQVRUHG HQWLWLHY OLNH )DQQLH ODH DQG )UH!
JRYHUQHG E\ IHGHUDO ODZ DQ\ IXWXUH FKDQJHV LQ ODZV WKDW VLJQLILFDQWO\ D,IQHA/S WHKRE |
)bQQLH ODH DQG )UHGGLH ODF ZHUH SODFHG LQWR FRQVHUYDWRUVKLS E\ WKH IHGHUDO JRYHL
)DQQLH ODH DQG )UHGGLH ODF EXW WKH UHVXOWY RI DQ\ VXFK UHIRUP DQG WKHLU LPSDFW RC

7KHVH GLVUXSWLRQV PD\ QRW RQO\ DIIHFW XV EXW DOVR WKH DELOLW\ DQG GHVLUH RI F
RULJLQDWH $V D UHVXOW ZH PD\ QRW EH DEOH WR PDLQWDLQ RU JURZ WKH LQFRPH ZH UHFHL"
RSHUDWLQJ LQFRPH $GGLWLRQDOO\ ZH PD\ EH UHTXLUHG WR KROG PRUWJDJH ORDQV WKDW Z
UHVLGHQWLDO UHDO HVWDWH WKDW VHUYHV DV FROODWHUDO IRU WKH PRUWJDJH ORDQ

1HZLQHV RI EXVLQHVV SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHV PD\ VXEMHFW XV W

JURP WLPH WR WLPH ZH LPSOHPHQW QHZ OLQHV RI EXVLQHVV RU RIIHU QHZ SURGXFWV D¢
EXVLQHVY DQG ZH ZLOO FRQWLQXH WR GR VR LQ WKH IXWXUH 7KHUH DUH VXEVWDQWLDO ULV
DUH QRW IXOO\ GHYHORSHG ,Q LPSOHPHQWLQJ GHYHORSLQJ RU PDUNHWLQJ QHZ OLQHV RI EX
UHVRXUFHV DOWKRXJK ZH PD\ QRW DVVLIJQ WKH DSSURSULDWH OHYHO RI UHVRXUFHV RU HI[SI
VHUYLFHV VXFFHVVIXO RU WR UHDOL]H WKHLU H[SHFWHG EHQHILWYV )XUWKHU LQLWLDO WLPH
HQKDQFHPHQWY RU VHUYLFHYV PD\ QRW EH DFKLHYHG DQG SULFH DQG SURILWDELOLW\ WDUJH\
FRPSHWLWLYH DOWHUQDWLYHYV DQG VKLIWLQJ PDUNHW SUHIHUHQFHVY PD\ DOVR LPSDFW WKH X
HOQKDQFHPHQWY RU VHUYLFHV )XUWKHUPRUH DQ\ QHZ OLQH RI EXVLQHVV SURGXFW SURGXF
VI\VWHP RI LQWHUQDO FRQWUROV )DLOXUH WR VXFFHVVIXOO\ PDQDJH WKHVH ULVNV LQ WKH G
SURGXFW HQKDQFHPHQWYVY RU VHUYLFHVY FRXOG KDYH DQ DGYHUVH LPSDFW RQ RXU EXVLQHVV

$ ODFN RI OLTXLGLW\ FRXOG LPSDLU RXBXXEG IDWHWR IXQBHR Y HUDIWHRQRQZRKBEKEXVLQHVV IL

/ILTXLGLWN LV HVVHQWLDO WR RXU EXVLQHVV DQG ZH PRQLWRU RXU OLTXLGLW\ DQG PDQECL
JHQHUDWH GHSRVLWY DQG HIIHFWLYHO\ PDQDJH WKH UHSD\PHQW DQG PDWXULW\ VFKHGXOHYV
OLTXLGLW\ WR IXQG RXU RSHUDWLRQV $Q LQDELOLW\ WR UDLVH IXQGVY WKURXJK GHSRVLWYV
KDYH D VXEVWDQWLDO QHJDWLYH HITHFW RQ RXU OLTXLGLW\ 2XU PRVW LPSRUWDQW VRXUFH
LQYHVWPHQWY DV SURYLGLQJ D EHWWHU ULVN UHWXUQ WUDGHRII ,I FXVWRPHUV PRYH PRQH\
ORVH D UHODWLYHO\ ORZ FRVW VRXUFH RI IXQGV LQFUHDVLQJ RXU IXQGLQJ FRVWY DQG UHGX
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2WKHU SULPDU\ VRXUFHV RI IXQGV FRQVLVW RI FDVK IORZV IURP RSHUDWLRQV PDWXULW
RXU HTXLW\ DQG GHEW VHFXULWLHV WR LQYHVWRUV $GGLWLRQDO OLTXLGLW\ LV SURYLGHG E'
WKH )HGHUDO +RPH /RDQ %DQN RI 'DOODV RU )+/% :H DOVR ERUURZ IXQGV IURP WKLUG SDUW\
DPRXQWY DGHTXDWH WR ILQDQFH RU FDSLWDOL]H RXU DFWLYLWLHVY RU RQ WHUPV WKDW DUH
LQGXVWU\ RU HFRQRP\ LQ JHQHUDO VXFK DV GLVUXSWLRQV LQ WKH ILQDQFLDO PDUNHWYV RU
DFFHVV WR IXQGLQJ VRXUFHV FRXOG DOVR EH DIIHFWHG E\ D GHFUHDVH LQ WKH OHYHO RI RXLl
DGYHUVH UHJXODWRU\ DFWLRQV DJDLQVW XV

$Q\ GHFOLQH LQ DYDLODEOH IXQGLQJ FRXOG DGYHUVHO\ LPSDFW RXU DELOLW\ WR RULJLC
UHSD\LQJ RXU ERUURZLQJY RU PHHWLQJ GHSRVLW ZLWKGUDZDO GHPDQGV DQ\ Rl ZKLFK FRXOC
HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV ,Q DGGLWL
KROGLQJ FRPSDQ\ OHYHO GHSHQGV SULPDULO\ RQ RXU UHFHLSW RI GLYLGHQGYV IURP WKH %DQ
VDWLVI\ RXU KROGLQJ FRPSDQ\ OHYHO REOLJDWLRQV ZKLFK LQFOXGH IXQGLQJ RSHUDWLQJ H

‘H KDYH D FRQFHQWUDWLRQ RI GHSRVLW DFFRXQWVYV ZLWK VWDWH DQG ORFDO PXQLFLSDOLWLE
IOXFWXDWLRDODQFHY KHOG E\ WKHVH SXEOLF ERGLHV FRXOG IRUFH XV WR IXQG RXU EXVLQHYV

$V RHFHPEHU PLOOLRQ RU DSSUR[LPDWHO\ RI RXU WRWDO GHSRVLWYV FRQ
PXQLFLSDOLWLHYV RU SXEOLF IXQGV 7KHVH W\SHV RI GHSRVLWY DUH RIWHQ VHFXUHG DQG W\
H[SHQGLWXUHV OXQLFLSDO GHSRVLWYVY DUH DOVR JHQHUDOO\ PRUH VHQVLWLYH WR LQWHUHVV
PD\ PDNH LW PRUH GLIILFXOW IRU WKH %DQN WR DWWUDFW DQG UHWDLQ SXEOLF DQG PXQLFLSCL
ODUJHVW SXEOLF IXQG GHSRVLWRUV FRXOG IRUFH XV WR UHO\ PRUH KHDYLO\ RQ ERUURZLQJV
DIlHFWLQJ RXU QHW LQWHUHVW PDUJLQ DQG UHVXOWYV RI RSHUDWLRQV :H PD\ DOVR EH IRUFH(
H[SHQVLYH DQG OHVV VWDEOH IXQGLQJ VRXUFHV &RQVHTXHQWO\ WKH RFFXUUHQFH RI DQ\ F
UHVXOWY RI RSHUDWLRQV

‘H PD\ QHHG WR UDLVH DGGLWLRQDO FDSLWDO LQ WKH IXWXUH DQG LI ZH IDLO WR PDLQWDLGC
KDYH DQ DGYHUVH HIIHFWLP® FFRWDEXWILRIQVY QL QBIYRKOWY RI RSHUDWLRQV

‘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
WKH UHIJXODWRUV PD\ UHTXLUH IURP WLPH WR WLPH ,PSRUWDQWO\ UHJXODWRU\ FDSLWDO UHT
FDSLWDO RU UHGXFH RXU RSHUDWLRQV (YHQ LI ZH VDWLVI\ DOO DSSOLFDEOH UHJXODWRU\ FDES
LQ H[FHVV RI WKRVH PLQLPXPV 2XU DELOLW\ WR UDLVH DGGLWLRQDO FDSLWDO GHSHQGV RQ F
LQFOXGLQJ LQYHVWRU SHUFHSWLRQV UHJDUGLQJ WKH EDQNLQJ LQGXVWU\ PDUNHW FRQGLWLF
$FFRUGLQJO\ ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO EH DEOH WR UDLVH DGGLWLRQDO FDSLWI
UHTXLUHPHQWY ZH FRXOG EH VXEMHFW WR HQIRUFHPHQW DFWLRQV ZKLFK FRXOG KDYH DQ D




7DEOH RI &RQWHQWYV

‘H XWLOL]JH DOWHUQDWLYH VRXUFHV RI IXQGLQJ ZKLFK PD\ EHFRRKLFRUFRXOSSHRVYYMHORUWBIHQ
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

$ORQJ ZLWK LWV FRUH GHSRVLWYV WKH %DQN XWLOL]HVY DOWHUQDWLYH IXQGLQJ PHWKRG
WKURXJK D FRUUHVSRQGHQW EDQN )+/% DGYDQFHSV RRGIFHBEND O )X Q G E UBBRNHKDW ID® E ZKBR]
RXU WRWDO GHSRVLWY DQG RXU ERUURZLQJV FRPSULVHG RI RXU WRWDO VKDUHKROGHUYV
LQWHUHVW LQFRPH PD\ GHFOLQH RXU OLTXLGLW\ DQG DELOLW\ WR PDNH QHZ ORDQV PD\ EH LP:
DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

7KH IDLU YDOXH RI RXU L QYIEDWWW WEK@W N KSEOHU WRLIHDFWR UV RXWVLGH RI RXU FRQWURO

$V Rl '"HFHPEHU WKH IDLU YDOXH RI RXU LQYHVWPH®WOWVHRXQUIAWKLAKY E@EP®X R 8 GRDZQN\
DSSUR[LPDWHO\ PLOOLRQ )DFWRUV EH\RQG RXU FRQWURO FDQ VLJQLILFDQWO\ LQIOXHQFH
IDLU YDOXH Rl WKHVH VHFXULWLHV 7KHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG WR UL
XQGHUO\LQJ VHFXULWLHYV DQG FKDQJHV LQ PDUNHW LQWHUHVW UDWHV DQG FRQWLQXHG LQV
WHPSRUDU\ LPSDLUPHQWY DQG UHDOL]JHG RU XQUHDOL]HG ORVVHV LQ IXWXUH SHULRGV DQG G
UHVXOWYV RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFWV 7KH SURFHVV IRL
FRPSOH[ VXEMHFWLYH MXGJPHQWYV DERXW ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW GHWHU
WR KROG D VHFXULW\ IRU D SHULRG RI WLPH VXIILFLHQW WR DOORZ IRU DQ\ DQWLFLSDWHG UH}F
FROODWHUDO XQGHUO\LQJ WKH VHFXULW\ DQG RWKHU UHOHYDQW IDFWRUYV

.l ZH IDLO WR PDLQWDLQ DQ HIIHFWRON D\Y® ISP REF HAXFOWR \DXQH LRRPHUQDO FRQWURO RYHU ILC
RXU ILQDQFLDO UHVXOWYV RU SUHYHQW IUDXG

(QVXULQJ WKDW ZH KDYH DGHTXDWH GLVFORVXUH FRQWUROV DQG SURFHGXUHV LQFOXG
ILQDQFLDO VWDWHPHQWY RQ D WLPHO\ EDVLV LV FRVWO\ DQG WLPH FRQVXPLQJ DQG QHHGV W
6HFWLRQ DBEWEHV62[OH\ $FW RI RU WKH 6DUEDQHYV 2[OH\ $FW ZKLFK UHTXLUH DQQXDO P
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 FRQFOXGHY 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\ GHILFLHQFLHV WKDW ZH PD\ QRW EH DEOH WR UHPHGL
WKH 6(& IRU FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYV RI 6HFWLRQ RI WKH 6DUEDQHY 2[OH\ $
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




7DEOH RI &RQWHQWYV
2XU ILQDQFLDO UHVXOWYV I{HBEHOQKF WQ P @D DHFREXWWLQJ PHWKRGY DQG FHUWDLQ DVVXPSWLRC(

2XU ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV DUH EDVHG RQ RXU FRQVROL(
$FFRXQWLQJ 3ULQFLSOHV $FFHSWHG LQ WKH 8QLWHG 6WDWHV RU *$$3 DQG ZLWK JHQHUDO Sl
FRQIRUPLW\ ZLWK *$$3 UHTXLUHV XV WR PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHFW \
OLDELOLWLHY DQG WKH UHSRUWHG DPRXQW Rl UHODWHG UHYHQXHY DQG H[SHQVHV &HUWDLQ
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 6WDQGDUGYV %RDUG RU )$6% DQG WKI
RI VXFK VWDQGDUGY WKDW JRYHUQ WKH SUHSDUDWLRQ RI RXU FRQVROLGDWHG ILQDQFLDO V\
DVVXPSWLRQV PDGH E\ PDQDJHPHQW 7KHVH FKDQJHV DUH EH\RQG RXU FRQWURO FDQ EH GLII
DQG UHVXOWYV RI RSHUDWLRQV

‘H KDYH D FRQWLQXLQJ QHHG IRU WHFKQRORJLFDO FKDQJH DQG ZH PD\ QRW KDYH WKH UHVR>
FKDOOHQJHV 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 HIILFLHQFLHVY 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 SURGXFWYV FRPSDUHG WR WKRVH WKDW ZH ZLOO EH DEOH WR SURYLGH ZKLFK ZRXO
WHFKQRORJ\ GULYHQ SURGXFWYVY DQG VHUYLFHV WR WKH H[WHQW ZH DUH XQDEOH WR SURYLG

:H UHO\ RQ WKLUG SDUWLHV WR SURYLGH NH\ FRPSRQHQWYVY RI RXU EXVLQHVV LQIUDVWUXFWXU
RSHUDWLRQV

7KLUG SDUWLHY SURYLGH NH\ FRPSRQHQWYV RI RXU EXVLQHVV LQIUDVWUXFWXUH VXFK D'
VWDWHPHQW SURGXFWLRQ DQG DFFRXQW DQDO\VLV 2XU EXVLQHVVY GHSHQGVY RQ WKH VXFFH
WHOHFRPPXQLFDWLRQV VIVWHPY DQG WKLUG SDUW\ VHUYLFHUV 7KH IDLOXUH RI WKHVH V\VW}
RI WKHVH V\VWHPV LV EDVHG FRXOG LQWHUUXSW RXU RSHUDWLRQV %HFDXVH RXU LQIRUPDW
V\VWHPV 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 IDLOXU}
UHSXWDWLRQ UHVXOW LQ D ORVV RI FXVWRPHU EXVLQHVV DQG VXEMHFW XV WR DGGLWLRQD!
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV




7DEOH RI &RQWHQWYV
:H FRXOG EH VXEMHFW WR ORVVHV UHJXODWRU\ DFWLRQ RU UHSXWDWLRQDO KDUP GXH WR IL

,Q GHFLGLQJ ZKHWKHU WR H[WHQG FUHGLW RU HQWHU LQWR RWKHU WUDQVDFWLRQV ZLW
LQIRUPDWLRQ IXUQLVKHG E\ RU RQ EHKDOI RI FOLHQWY DQG FRXQWHUSDUWLHYVY LQFOXGLQJ IL
GRFXPHQWDWLRQ DFFRXQW LQIRUPDWLRQ DQG RWKHU ILQDQFLDO LQIRUPDWLRQ :H PD\ DOVR
FRPSOHWHQHVV RI WKDW LQIRUPDWLRQ DQG ZLWK UHVSHFW WR ILQDQFLDO VWDWHPHQWYV R(
LQIRUPDWLRQ ZKHWKHU IUDXGXOHQW RU LQDGYHUWHQW PD\ QRW EH GHWHFWHG SULRU WR I}
RSHUDWLRQDO EUHDNGRZQ RU IDLOXUH HLWKHU DV D UHVXOW RI KXPDQ HUURU RU ZKHUH DQ
RSHUDWLRQV RU V\VWHPV :KHWKHU D PLVUHSUHVHQWDWLRQ LV PDGH E\ WKH DSSOLFDQW RU
PLVUHSUHVHQWDWLRQ $ ORDQ VXEMHFW WR D PDWHULDO PLVUHSUHVHQWDWLRQ LV W\SLFDOO
VRXUFHV RI WKH PLVUHSUHVHQWDWLRQV PD\ DOVR EH GLIILFXOW WR ORFDWH DQG ZH PD\ EH
PLVUHSUHVHQWDWLRQV $Q\ RI WKHVH GHYHORSPHQWY FRXOG KDYH DQ DGYHUVH HIIHFW RQ

8QDXWKRUL]J]HG DFFHVV F\EHU FULPH DQG RWKHU WKUHDWV WR GDWD VHFXULW\ PD\ UHTXLUH
RXU EXVLQBWWLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H QHFHVVDULO\ FROOHFW XVH DQG KROG SHUVRQDO DQG ILQDQFLDO LQIRUPDWLRQ FRQ
7KUHDWVY WR GDWD VHFXULW\ LQFOXGLQJ XQDXWKRUL]JHG DFFHVV DQG F\EHU DWWDFNV UDS
FRPSHWLQJ WLPH FRQVWUDLQWY WR VHFXUH RXU GDWD LQ DFFRUGDQFH ZLWK FXVWRPHU H[SF
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 VI\VWHPV DQG WKRVH RI RXU WKLUG SDUW\ YHQGRU
RU WKHLU FRQWURO VXFK DV IURP FDWDVWURSKLF HYHQWY SRZHU DQRPDOLHV RU RXWDJHV

$ EUHDFK RI RXU VHFEXULW\ WKDW UHVXOWY LQ XQDXWKRUL]JHG DFFHVV WR RXU GDWD FR
GDWD ORVV OLWLJDWLRQ GDPDJHV ILQHV DQG SHQDOWLHYVY VLJQLILFDQW LQFUHDVHV LQ FR
EXVLQHVV UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFWYV

‘H DUH VXEMHFW WR HQYLURQPHQWDO OLDELOLW\ ULVN DVVRFLDWHG ZLWK RXU OHQGLQJ DF\

,Q WKH FRXUVH RI RXU EXVLQHVV ZH PD\ SXUFKDVH UHDO HVWDWH RU ZH PD\ IRUHFORVI
OLDELOLWLHYV ZLWK UHVSHFW WR WKHVH SURSHUWLHVY :H PD\ EH KHOG OLDEOH WR D JRYHUQP
XS FRVWY LQFXUUHG E\ WKHVH SDUWLHY LQ FRQQHFWLRQ ZLWK HQYLURQPHQWDO FRQWDPLQD
UHOHDVHV DW D SURSHUW\ 7KH FRVWV DVVRFLDWHG ZLWK LQYHVWLJDWLRQ RU UHPHGLDWLRQ
FRQWDPLQDWHG VLWH ZH PD\ EH VXEMHFW WR FRPPRQ ODZ FODLPV E\ WKLUG SDUWLHV EDVHGC
SURSHUW\ $Q\ VLJQLILFDQW HQYLURQPHQWDO OLDELOLWLHY FRXOG FDXVH DQ DGYHUVH HIIHI




7DEOH RI &RQWHQWYV
‘H DUH VXEMHFW WR FODLPV DQG OLWRSBIWWRQ SHUWDLQLQJ WR LOQWHOOHFWXDO S

%DQNLQJ DQG RWKHU ILQDQFLDO VHUYLFHV FRPSDQLHV VXFK DV RXUV UHO\ RQ WHFKQI
WR VXSSRUW WKHLU GD\ WR GD\ RSHUDWLRQV 7HFKQRORJ\ FRPSDQLHV IUHTXHQWO\ HQWHU L
SURSHUW\ ULJKWY ,Q DGGLWLRQ SDWHQW KROGLQJ FRPSDQLHV VHHN WR PRQHWL]H SDWHQW
LQGLYLGXDOV RU FRPSDQLHV PD\ I[URP WLPH WR WLPH FODLP WR KROG LQWHOOHFWXDO SURSH
VHUYLFHV VHFWRU EHFRPHY PRUH UHOLDQW RQ LQIRUPDWLRQ WHFKQRORJ\ YHQGRUV 7KH SO

5HIDUGOHVV RI WKH VFRSH RU YDOLGLW\ RI VXFK SDWHQWYV RU RWKHU LQWHOOHFWXDO S
HQJDJH LQ SURWUDFWHG OLWLJDWLRQ 6XFK OLWLIJDWLRQ LV RIWHQ H[SHQVLYH WLPH FRQVXF
RQH RU PRUH SDWHQWY RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV ZH PD\ EH UHTXLUHG W
HOWHULQJ LOQWR OLFHQVLQJ DJUHHPHQWYV IRU GLVSXWHG LQWHOOHFWXDO SURSHUW\ DOWKR
OLWLIJDWLRQ ZLOO QRW RFFXU 7KHVH OLFHQVHYV PD\ DOVR VLJQLILFDQWO\ LQFUHDVH RXU RSH
XV RU VHWWOHG ZH FRXOG EH UHTXLUHG WR PDNH SD\PHQWYV LQ DPRXQWV WKDW FRXOG KDY

,] WKH JRRGZLOO WKDW ZH KDYH UHFRUGHG RU PD\ UHFRUG LQ FRQQHFWLRQ ZLWK D EXVLQHYV

*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
PLIJKW EH LPSDLUHG

2XU JRRGZLOO LPSDLUPHQW WHVW LQYROYHY D WZR VWHS SURFHVV 8QGHU WKH ILUVW V)
LQFOXGLQJ JRRGZLOO ,I VWHS RQH LQGLFDWHY D SRWHQWLDO LPSDLUPHQW WKH VHFRQG VWH
UHSRUWLQJ XQLW JRRGZLOO H[FHHGYV WKH LPSOLHG IDLU YDOXH RI WKDW JRRGZLOO DQ LPSDL
UHIOHFWHG LQ RXU UHVXOWY RI RSHUDWLRQV LHMHPEISHULRGY RRUZERRE 2 RO\ VER\WRPH Gl Q R ZR;
DQ\ LPSDLUPHQW FKDUJHV VLQFH ZH LQLWLDOO\ UHFRUGHG WKH JRRGZLOO WKHUH FDQ EH QR
LQ WKH IXWXUH ZLOO QRW UHVXOW LQ ILQGLQJV RI LPSDLUPHQW DQG UHODWHG ZULWH GRZQV




7DEOH RI &RQWHQWYV
5LVNV 5HODWHG WR WKH 5HIXODWLRQ RI 2XU ,QGXVWU\

‘H RSHUDWH LQ D KLJKO\ UHJXODWHG HQYLURQPHQW DQG WKH ODZV DQG UHJXODWLRQV WKDV
DFFRX@WLQBLSOHV RU FKDQJHV LQ WKHP RU RXU IDLOXUH WR FRPSO\ ZLWK WKHP FRXOG KD®
RSHUDWLRQV

‘H DUH VXEMHFW WR H[WHQVLYH UHJXODWLRQ VXSHUYLVLRQ DQG OHJDO UHTXLUHPHQWV
LQWHQGHG WR SURWIHPMWKRNU WKBVH IODQEFHUQYG UHIJXODWLRQV DUH LQWHQGHG WR SURWHFW |
ILQDQFLDO VWDELOLW\ RI WKH 8QLWHG 6WDWHYV DQG QRW VKDUHKROGHUV RU FRXQWHUSDUWL
LPSRVH OLPLWDWLRQV RQ WKH EXVLQHVV DFWLYLWLHV LQ ZKLFK ZH FDQ HQJDJH OLPLW WKH
JXDUDQWHH RXU GHEW DQG LPSRVH FHUWDLQ VSHFLILF DFFRXQWLQJ UHTXLUHPHQWY RQ XV W
UHGXFWLRQV LQ RXU FDSLWDO WKDQ *$$3 ZRXOG UHTXLUH &RPSOLDQFH ZLWK ODZV DQG UHJX
DGGLWLRQDO FRPSOLDQFH FRVWY 2XU IDLOXUH WR FRPSO\ ZLWK WKHVH ODZV DQG UHJXODWLF
FRXOG VXEMHFW XV WR UHVWULFWLRQV RQ RXU EXVLQHVYV DFWLYLWLHV ILQHV DQG RWKHU S
SULFH RI RXU VHFXULWLHV )XUWKHU DQ\ QHZ ODZV UXOHV DQG UHJXODWLRQV VXFK DV WKH
UHJXODWLRQV DQG WKH VXSHUYLVRU\ IUDPHZRUN DSSOLFDEOH WR RXU LQGXVWU\ FRXOG KD

JHGHDRG VWDWH EDQNLQJ DIJHQFLHY SHULRGLFDOO\ FRQGXFW H[DPLQDWLRQV RI RXU EXVLQF
ZLWK DQ\ VXSHUYLVRU\ DFWLRQV WR ZKLFK ZH DUH RU EHFRPH VXEMHFW DV D UHVXOW RI VXF
UHVXOWY RI RSHUDWLRQV DQG SURVSHFWYV

7TKBPHRDUG RI *RYHUQRUV RI WKH )HGHUDO 5HVHUYH 6\VWHP RU WKH )HGHUDO 5HVHUYH WI
RI )LQDQFLDO ,QVWLWXWLRQV RU WKH /RXLVLDQD 2), SHULRGLFDOO\ FRQGXFW H[DPLQDWLRQ
,/] DV D UHVXOW RI DQ H[DPLQDWLRQ D IHGHUDO RU VWDWH EDQNLQJ DJHQF\ ZHUH WR GHWHU
PDQDJHPHQW OLTXLGLW\ RU RWKHU DVSHFWV RI DQ\ RI RXU RSHUDWLRQV KDG EHFRPH XQVDW
QXPEHU RI GLITHUHQW UHPHGLDO DFWLRQV DV LW GHHPV DSSURSULDWH 7KHVH DFWLRQV LQF(C
FRUUHFW DQ\ FRQGLWLRQV UHVXOWLQJ IURP DQ\ YLRODWLRQ RU SUDFWLFH WR LVVXH DQ DGP
RXU JURZWK WR DVVHVV FLYLO PRQHWDU\ SHQDOWLHY DJDLQVW XV RU WKH %DQN RU RXU UH"
FRQGLWLRQV FDQQRW EH FRUUHFWHG RU WKHUH LV DQ LPPLQHQW ULVN RI ORVV WR GHSRVLW
FRQVHUYDWRUVKLS $Q\ VXFK UHJXODWRU\ DFWLRQ FRXOG KDYH D PDWHULDO DGYHUVH HIIHF

‘H DUH VXEMHFW WR VWULQJHQW FDSLWDO UHTXLUHPHQM XVZWKRFWKDADAHUBIG &OW LIRE D& ZADUS UW WY
UHVXOW LQ UHJXODWRU\ UHVWULFWLRQV

%HJIJLQQLQJ -DQXDU\ ZH EHFDPH VXEMHFW WR QHZ UXOHV GHVLJQHG WR LPSOHPHQW
NQRZQ DV %DVHO ,,, DSSURYHG E\ WKH ,QWHUQDWTERR D)H % DXID®! \& RIFRLIVEOHLN KR Q@ @ B B NILHIX 6 DS
FRPPRQ HTXLW\ LQFUHDVH WKH PLQLPXP WLHU FDSLWDO ULVN EDVHG FDSLWDO UDWLR DQG L
WKH QHZ PLQLPXP UHJXODWRU\ FDSLWDO UDWLRY ZKHQ IXOO\ SKDVHG LQ GXULQJ 7KH UXO
FDOFXODWHG LQFOXGLQJ GHIHUUHG WD[ DVVHWV DQG WKH ULVN ZHLJKWV DSSOLFDEOH WR FI
UHJXODWRU\ FDSLWDO WKDQ ZH ZHUH UHTXLUHG WR PDLQWDLQ SULRU WR LPSOHPHQWDWLRQ R
FDSLWDO UHTXLUHPHQWY DQG WKH DVVRFLDWHG FRPSOLDQFH FRVWY ZKHWKHU GXH WR WKH
H[SDQVLYH RU DJJUHVVLYH LQWHUSUHWDWLRQV RI H[LVWLQJ ODZV DQG UHJXODWLRQV PD\ UH
VWRFN SD\ GLYLGHQGYV RU SD\ FRPSHQVDWLRQ WR RXU H[HFXWLYHV ZKLFK FRXOG KDYH D PD
WKH YDOXH Rl RXU FRPPRQ VWRFN ,I ZH GR QRW PHHW PLQLPXP FDSLWDO UHTXLUHPHQWYV ZH :
FRUUHFWLYH DFWLRQ FDQ LQFOXGH SURJUHVVLYHO\ PRUH UHVWULFWLYH FRQVWUDLQWYV RQ R
ZLOO UHVXOW LQ FHUWDLQ OLPLWDWLRQV RQ GLYLGHQGY FDSLWDO UHSXUFKDVHV DQG GLVFI
WR RXU UHJXODWRUV IRU UHYLHZ (YHQ LI ZH VDWLVI\ WKH REMHFWLYHV Rl RXU FDSLWDO SODC
DGGLWLRQDO FDSLWDO )RU DGGLWLRQDO GLVFXVVLRQ UHJDUGLQJ RXU FDSLWDO UHTXLUHPHQ




7DEOH RI &RQWHQWYV
1HZ DFWLYLWLHY DQG H[SDQVLRQ UHTXLUH UHDBROLDN RJHVIWVIUSFRY RRY JDRBWRLOXUH WR REWD

JURP WLPH WR WLPH ZH PD\ FRPSOHPHQW DQG H[SDQG RXU EXVLQHVV E\ SXUVXLQJ VWUD
*HQHUDOO\ ZH PXVW UHFHLYH VWDWH DQG IHGHUDO UHJXODWRU\ DSSURYDO EH|QU3HXWH FPIQQD
WR DSSURYH D SURSRVHG DFTXLVLWLRQ IHGHUDO EDQNLQJ UHJXODWRUV ZLOO FRQVLGHU DP
IXWXUH SURVSHFWYV DQG WKH LPSDFW RI WKH SURSRVDO RQ 8 6 ILQDQFLDO VWDELOLW\ 7KH
H[SHULHQFH DQG LQWHJULW\ RI PDQDJHPHQW DQG LWV UHFRUG RI FRPSOLDQFH ZLWK ODZV DQ
DFTXLULQJ LQVWLWXWLRQYVY UHFRUG RI FRPSOLDQFH XQGHU WKH &RPPXQLW\ 5HLQYHVWPHQW
ODXQGHULQJ DFWLYLWLHYV 6XFK UHJXODWRU\ DSSURYDOV PD\ QRW EH JUDQWHG RQ WHUPV Wt
UHFHLYLQJ UHJXODWRU\ DSSURYDO ZKLFK FRQGLWLRQ PD\ QRW EH DFFHSWDEOH WR XV RU LI

,Q DGGLWLRQ WR WKH DFTXLVLWLRQ RI H[LVWLQJ ILQDQFLDO LQVWLWXWLRQV DV RSSRU"
VWUDWHIRYR EUDQFKLQJ DQG DQ\ DFTXLVLWLRQV FDUU\ ZLWK WKHP QXPHURXV ULVNV LQFOXC
WKHVH UHJXODWRU\ DSSURYDOV IRU SRWHQWLDO IXWXUH VWUDWHJLF DFTXLVLWLRQV DQG G}

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

7KH %DQN 6HFUHF\ $FW WKH 86%$ 3$75,27 $FW RI DQG RWKHU ODZV DQG UHJXODWLRQYV
DQ HIIHFWLYH DQWL PRQH\ ODXQGHULQJ SURJUDP DQG ILOH VXVSTRKHRXG HUFMNL YLD CFQ6 CF 2UUI
LV DXWKRUL]JHG WR LPSRVH VLJQLILFDQW FLYLO PRQH\ SHQDOWLHV IRU YLRODWLRQV RI WKRVI
LQGLYLGXDO IHGHUDO EDQNLQJ UHJXODWRUV DV ZHOO DV WKH 8 6 'HSDUWPHQW RI -XVWLFH '
LQFUHDVHG VFUXWLQ\ Rl FRPSOLDQFH ZLWK WKH UXOHV HQIRUFHG E\ WKH 21ILFH RI )RUHLJQ $
WKLV DUHD ZH KDYH GHGLFDWHG VLJQLILFDQW UHVRXUFHY WR RXU DQWL PRQH\ ODXQGHULQJ
WR OLDELOLW\ LQFOXGLQJ ILQHV DQG UHJXODWRU\ DFWLRQV ZKLFK PD\ LQFOXGH UHVWULFW
SURFHHG ZLWK FHUWDLQ DVSHFWV RI RXUGEX\QLEEMRQFEDOR )DQERNS VOR PBIFWDLWLRQE DRSO F
ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ FRXOG DOVR KDYH VHULRXV UHSXWDWLRQDO FRQV

:H DUH VXEMHFW WR QXPHURXV ODZV GHVLJQHG WR SURWHFW FRQVXPHUV LQFOXGLQJ WKH &
YDULHW\ RI VDQFWLRQV

7KH &5% WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW WKH )DLU +RXVLQJ $FW DQG RWKHU IDLU
ILQDQFLDO ZERWWHEDNXWWRB®W Rl -XVWLFH DQG RWKHU IHGHUDO DJHQFLHY DUH UHVSRQVLEOH |
DQ LQVWLWXWLRQYTV SHUIRUPDQFH XQGHU WKH &5% RU IDLU OHQGLQJ ODZV DQG UHJXODWLRQV
LOMXQFWLYH UHOLHI UHVWULFWLRQV RQ PHUJHUV DQG DFTXLVLWLRQV DFWLYLW\ UHVWULFW
WKH DELOLW\ WR FKDOOHQJH DQ LQVWLWXWLRQYV SHUIRUPDQFH XQGHU IDLU OHQGLQJ ODZV L
EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV Rl RSHUDWLRQV DQG SURVSHFWYV

7KH SHUIRUPDQFH RI D ILQD @BI$DIOQ LRHHWW. MWW RB RQBGIIUWWEHHGY RI LWV FRPPXQLW\ LV D
IHGHUDO EDQNLQJ DJHQFLHY HYDOXDWH DSSOLFDWLRQV UHODWHG WR PHUJHUV DQG DFTXLVL\
S3VDWLVIDFWRU\” &5$% UDWLQJ RXU DELOLW\ WR FRPSOHWH WKH DFTXLVLWLRQ RI DQRWKHU ILQI
&5% UDWLQJ Rl OHVV WKDQ *6DWLVIDFWRU\" RXU UHJXODWRUV ZRXOG QRW UH HYDOXDWH RXU |
SRVVLEOH WKDW D ORZ &5%$ UDWLQJ ZRXOG QRW LPSURYH LQ WKH IXWXUH




7DEOH RI &RQWHQWYV

JHGHUDO VWDWH DQG ORFDO FWRQVKWHRXOHXEGIOQWDO WR/ PDMNJURDWH FHUWDLQ PRUWJIDJH ORD(
LQFUHDVH WKH WLPH DQG H[SHQVH DVVRFLDWHG ZLWK WKH IRUHFORVXUH SURFHVYV RU SUHYH

JHGHUDO VWDWH DQG ORFDO ODZV KDYH EHHQ DGRSWHG WKDW DM & DMPRUWH Q GHKG! WHR GHIDA\P
DV VWHHULQJ ERUURZHUYV DZD\ IURP PRUH DIIRUGDEOH SURGXFWV VHOOLQJ XQQHFHVVDU\ LQ
UHDVRQDEOH H[SHFWDWLRQ WKDW WKH ERUURZHUV ZLOO EH DEOH WR UHSD\ WKH ORDQV LUUF
EXW WKHVH ODZV FUHDWH WKH SRWHQWLDO IRU OLDELOLW\ ZLWK UHVSHFW WR RXU OHQGLQJ
SUHYHQW XV IURP PDNLQJ FHUWDLQ ORDQV DQG FDXVH XV WR UHGXFH WKH DYHUDJH SHUFHQ)\

$GGLWLRQDOO\ FRQVXPHU SURWHFWLRQ LQLWLDWLYHV RU FKDQJHV LQ VWDWH RU IHGHU
SURFHVVY RU SUHYHQW XV IURP IRUHFORVLQJ DW DOO :KLOH KLVWRULFDOO\ WKH VWDWHYV LQ :
UHFHQW \HDUV KDYH HLWKHU FRQVLGHUHG RU DGRSWHG IRUHFORVXUH UHIRUP ODZV WKDW PD
GHIDXOW DQG ZH FDQQRW EH FHUWDLQ WKDW WKH VWDWHYV LQ ZKLFK ZH RSHUDWH ZLOO QRW
HODFWHG WKDW VLJQLILFDQWO\ UDLVH WKH FRVW RI IRUHFORVXUH RU UDLVH RXWULJKW EDUL
RSHUDWLRQ

7KH H[SDQGLQJ ERG\ Rl IHGHUDO VWDWH DQG ORFDO UHJXODWLRQV DQG RU WKH OLFHQVLQJ
SDUWLHY PD\ LQFUHDVH WKH FRVW RI FRPSOLPEWMHFMWQ ZVWWR OLWNVDRWLRRQFRPSOLDQFH DQG \

/IRQ FROOHFWLRQ LV VXEMHFW WR H[WHQVLYH UHJXODWLRQ E\ IHGHUDO VWDWH DQG ORF
GHFLVLRQV LPSRVLQJ UHTXLUHPHQWY DQG UHVWULFWLRQV RQ WKRVH DFWLYLWLHYV 7KH YROX
VRPH LQGLYLGXDO PXQLFLSDOLWLHY KDYH EHJXQ WR HQDFW ODZV WKDW UHVWULFW ORDQ FRC
PRGLILFDWLRQ RI FHUWDLQ PRUWJDJHV ,I UHJXODWRUV LPSRVH QHZ RU PRUH UHVWULFWLYH U
ZKLFK PD\ IXUWKHU DGYHUVHO\ DITHFW XV ,Q DGGLWLRQ ZHUH ZH WR EH VXEMHFW WR UHJXOI
SUDFWLFHV LW FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ

,Q DGGLWLRQ ZH KDYH VRQGFRRDEFWIR WELWE SMXHWHHWDOHY ZH RU FHUWDLQ RI RXU V>
UHSUHVHQWDWLRQV DQG ZDUUDQWLHYV EUHDFKHV RI ZKLFK PD\ UHVXOW LQ D UHTXLUHPHQW W
FRXQWHUSDUWLHY 7KHVH DVSHFWV RI RXU EXVLQHVYV RU RXU IDLOXUH WR FRPSO\ ZLWK DSSOI
OLFHQVXUH GDPDJH WR RXU UHSXWDWLRQ LQ WKH LQGXVWU\ ILQHV DQG SHQDOWLHY DQG OL
RXWFRPHV FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW XV

SRWHQWLDO OLPLWDWLRQV RQ LQFHQWLYH FRPSHQVDWP®Q F&QMDULHAG\GDILIH BW RRSKRW B & LIGIGH\U
SHUIRUPLQJ HPSOR\HHV

,Q $SULO DQG 0D\ RWXKIHJ IHGHUDO EDQNLQJ DIJHQFLHV DQG WKH 6(& MRLQWO\ SXEOL\
'RGG )UDQN $FW SURKLELWLQJ LQFHQWLYH FRPSHQVDWLRQ DUUDQJHPHQWY WKDW ZRXOG HQF
RU EDQN KROGLQJ FRPSDQ\ ZLWK ELOOLRQ RU PRUH LQ DVVHWYV VXFK DV WKH %DQN ,W FDQ!
FRPSOLDQFH ZLWK VXFK D ILQDO UXOH ZLOO VXEVWDQWLDOO\ DIIHFW WKH PDQQHU LQ ZKLFK Z
DQG DSSOLFDWLRQ RI WKH ILQDO UXOHV ZH PD\ QRW EH DEOH WR VXFFHVVIXOO\ FRPSHWH ZL\
WKH UXOHV WR UHWDLQ DQG DWWUDFW H[HFXWLYHY DQG RWKHU KLJK SHUIRUPLQJ HPSOR\HHV
LPSDLUHG ZKLFK FRXOG LQ WXUQ DGYHUVHO\ LPSDFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ




7DEOH RI &RQWHQWYV
,QFUHDVHV LQ )',& LQVXUDQFH SUHPLXPV FRX3 GHNVXOMWMW RORBHUBWLRQV HDUQLQJV D

7KH GHSRWKMWWW%IRQN DUH LQVXUHG E\ WKH )',& XS WR OHJDO OLPLWY DQG DFFRUGLQJO\ V
UHJXODU DVVHVVPHQWY DUH GHWHUPLQHG E\ WKH OHYHO RI LWV DVVHVVPHQW EDVH DQG LWV
FRQFHUQ WKDW LW SRVHV ORUHRYHU WKH )',& KDV WKH XQLODWHUDO SRZHU WR FKDQJH GH¢
DQG DOVR WR FKDUJH VSHFLDO DVVHVVPHQWY WR )',& LQVXUHG LQVWLWXWLRQV 7KH )',& XWL
UHVHUYH UDWLRV RI WKH '"HSRVLW ,QVXUDQFH )XQG $Q\ IXWXUH VSHFLDO DVVHVVPHQWYV LQF
SUHPLXPV FRXOG UHGXFH RXU SURILWDELOLW\ RU OLPLW RXU DELOLW\ WR SXUVXH FHUWDLQ E
FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

7KH )HGHUDO 5HVHUYH PD\ UHTXLUH XV WRNKRIPRDWNDSLWDO UHVRXUFHY WR VXSSRUW

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRBLILYG ERLWKHD QRGS €
VWUHQJIJWK WR WKH %DQN DQG WR FRPPLW UHVRXUFHV WR VXSSRUW WKH %DQN 8QGHU WKH 3\
LOQWR WKH %DQN DW WLPHV ZKHQ ZH PD\ QRW EH LQFOLQHG WR GR VR DQG PD\ FKDUJH XV ZLW
$FFRUGLQJO\ ZH FRXOG EH UHTXLUHG WR SURYLGH ILQDQFLDO DVVLVWDQFH WR WKH %DQN LI

6XFK D FDSLWDO LQMHFWLRQ PD\ EH UHTXLUHG DW D WLPH ZKHQ RXU UHVRXUFHYV DUH OLF
PDNH WKH UHTXLUH®FDEHWD/H QQUMRIIFR'XBEDQNUXSWF\ WKH EDQNUXSWF\ WUXVWHH ZLOO DVV]
PDLQWDLQ WKH FDSLWDO RI D VXEVLGLDU\ EDQN ORUHRYHU EDQNUXSWF\ ODZ SURYLGHV WKD)
FODLPV RI RXU JHQHUDO XQVHFXUHG FUHGLWRUVY LQFOXGLQJ WKH KROGHUYV RI DQ\ QRWH REC

‘H DUH VXEMHFW WR FRPPHUFLDO UHDO HVWDWH OHQGLQJ JXLGDQFH LVVXHG E\ WKH IHGHUD(

7KH IHGHUDO EDQNLQJ UHJXODWRUV KDYH LVVXHG JXLGDQFH UHJDUGLQJ FRQFHQWUDWLF
FRQFHQWUDWLRQV RI FRPPHUFLDO UHDO HVWDWH ORDQV ZLWKLQ WKHLU OHQGLQJ SRUWIROLR
SHUFHQWDJHV Rl FDSLWDO VKRXOG LPSOHPHQW KHLJKWHQHG ULVN PDQDJHPHQW SUDFWLFHV I
WKDQ LOQVWLWXWLRQV ZLWK ORZHU FRQFH®WR D WIFRIPE H(® FRPPHRKILD® RMWDO GIR W@W HR 0 HDFG XQ
RWKHU ODQG HTXDOHG RI WKH %DQNYJV WRWDO ULVN EDVHG FDSLWDO DQG FRPELQHG ZLWEF
WKH %DQNYV WRWDO ULVN EDVHG FDSLWDO :H ZHUH ZLWKLQ WKH UHJXODWRU\ JXLGHOLQF
FRQVWUXFWLRQ DQG GHYHORSPHQW SURMHFWYV :H KDYH GRFXPHQWHG SURFHGXUHV DQG V\VV
UHJXODWRU\ JXLGHOLQHY ,W VKRXOG EH QRWHG KRZHYHU WKDW LQFUHDVHV LQ RXU FRPPHU
RI WKHVH ORDQV FRXOG VXEMHFW XV WR DGGLWLRQDO VXSHUYLVRU\ DQDO\VLY :H FDQQRW J
ORVVHV UHODWLQJ WR RXU FRPPHUFLDO UHDO HVWDWH SRUWIROLR ODQDJHPHQW KDV LPSOHP
SUHGLFW WKH H[WHQW WR ZKLFK WKLV JXLGDQFH ZLOO LPSDFW RXU RSHUDWLRQV RU FDSLWDO




7DEOH RI &RQWHQWYV

‘H DUH VXEMHFW WR OPEZWF\UHQDRIGAMW LVRIQHVSHFIXULW\ DQG SURWHFWLRQ RI SHUVRQDO LQIRUPL
LQYROYLQJ SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ RI LQGLYLGXDOV FRX
FRQGLWLRQ

2XU EXVLQHVYV UHTXLUHY WKH FROOHFWLRQ DQG UHWHQWLRQ RI ODUJH YROXPHV RI FXVW
WKDW ZH PDLQWDLQ DQG LQ WKRVH PDLQWDLQHG E\ WKLUG SDUWLHV ZLWK ZKRP ZH FRQWUDF)\
SHUVRQDOO\ LGHQWLILDEOH LQIRUPDWLRQ DERXW RXU H PSGIRYIIEW MG WRIRRPBWHR Q QUH 8 B RQ
WKH SULYDF\ DQG SURWHFWLRQ RI SHUVRQDO LQIRUPDWLRQ RI LQGLYLGXDOV LQFOXGLQJ FXV
WR WKH *UDPP /HDFK %OLOH\ $FW ZKLFK DPRQJ RWKHU WKLQJV L LPSRVHV FHUWDLQ OLPLWD
QRQDIILOLDWHG WKLUG SDUWLHV LL UHTXLUHV WKDW ZH SURYLGH FHUWDLQ GLVFORVXUHV V
FXVWRPHUV WKH ULJKW WR ®RSW RXW’" Rl DQ\ LQIRUPDWLRQ VKDULQJ E\ XV ZLWK QRQDIILOLDW
PDLQWDLQ D ZULWWHQ FRPSUHKHQVLYH LQIRUPDWLRQ VHFXULW\ SURJUDP FRQWDLQLQJ DSSUF
DQG WKH VHQVLWLYLW\ RI FXYWRPHU LQIRUPDWLRQ ZH SURFHVV DV ZHOO DV SODQV IRU UHV
KDYH DOVR HQDFWHG GDWD VHFXULW\ EUHDFK QRWLILFDWLRQ UHTXLUHPHQWYV ZLWK YDU\LQJ C
FLUFXPVWDQFHY LQ WKH HYHQW RI D VHFXULW\ EUHDFK (QVXULQJ WKDW RXU FROOHFWLRQ X'
UHJXODWLRQV FDQ LQFUHDVH RXU FRVWY )XUWKHUPRUH ZH PD\ QRW EH DEOH WR HQVXUH WI
FRQWUROV LQ SODFH WR SURWHFW WKH FRQILGHQWLDOLW\ Rl WKH LQIRUPDWLRQ WKDW WKH\ }
SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ RI FXVWRPHUV RU RWKHUV ZHUH W
HUURQHRXVO\ SURYLGHG WR SDUWLHV ZKR DUH QRW SHUPLWWHG WR KDYH WKH LQIRUPDWLRQ
FRXOG EH H[SRVHG WR OLWLJDWLRQ RU UHJXODWRU\ VDQFWLRQV XQGHU SHUVRQDO LQIRUPD\
SHUVRQDO LQIRUPDWLRQ RU HYHQ WKH SHUFHSWLRQ WKDW VXFK PHDVXUHV DUH LQDGHTXDW
WKHUHE\ UHGXFH RXU UHYHQXHV $FFRUGLQJO\ DQ\ IDLOXUH RU SHUFHLYHG IDLOXUH WR FRP¢
LQTXLULHV H[DPLQDWLRQV DQG LQYHVWLJDWLRQV WKDW FRXOG UHVXOW LQ UHTXLUHPHQWYV W
DQG FRXOG GDPDJH RXU UHSXWDWLRQ DQG RWKHUZLVH DGYHUVHO\ DIIHFW RXU RSHUDWLRQV

5LVNV $VVRAIODWRKG &RPPRQ 6WRFN
$QODFWLYH OLTXLG PDUNHW IRU RXU FRPPRQ VWRFN PD\ QRW GHYHORS RU EH VXVWDLQHG

$V RDUFK WKHUH ZDV QR HVWDEOLVKHG SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN
6HOHFW ODUNHW EXW RXU DSSOLFDWLRQ PD\ QRW EH DSSURYHG (YHQ LI DSSURYHG DQ DFWL
WUDGLQJ PDUNHW KDYLQJ WKH GHVLUHG FKDUDFWHULVWLFV RI GHSWK OLTXLGLW\ DQG RUGH
EX\HUV DQG VHOOHUV RI RXU FRPPRQ VWRFN RYHU ZKLFK ZH KDYH QR FRQWURO :LWKRXW DQ
VHOO WKHLU VKDUHY DW WKH YROXPH SULFHV DQG WLPHV GHVLUHG ORUHRYHU WKH ODFN RI




7DEOH RI &RQWHQWYV

7TKHPDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ EH VXEMHFW WR VXEVWDQWLDO IOXFWXDWLRQV
WLPHYV GHVLUHG

$VVXPLQJ WKH SUHVHQFH RI D SXEO IKH FPIDWNNHIW IRUWL RX WR IFRRB RFQR R/RRRFNWWFN PD\ EH KLJKC
WR UHVHOO \RXU VKDUHV DW WKH YROXPH SULFHV DQG WLPHV GHVLUHG 7KHUH DUH PDQ\ IDF\
ZLWKRXW OLPLWDWLRQ

" DFWRD®QWLFLSDWHG IOXFWXDWLRQV LQ RXU RSHUDWLQJ UHVXOWYVY ILQDQFLDO FRQG

" FKDQU®WFRQRPLF RU EXVLQHVYV FRQGLWLRQV

" WKHIHFWV RI DQG FKDQJHV LQ WUDGH PRQHWDU\ DQG ILVFDO SROLFLHV LQFOXGLQJ
XV

" WKSKEOLF UHDFWLRQ WR RXU SUHVV UHOHDVHV RXU RWKHU SXEOLF DQQRXQFHPHQWYV
" FKDQU®&WFFRXQWLQJ VWDQGDUGYVY SROLFLHV JXLGDQFH LQWHUSUHWDWLRQV RU SUL!
" WKHXPEHU RI VHFXULWLHY DQDO\WWYVY FRYHULQJ XV

" SXEOLAFROWWWHRMHDUFK UHSRUWY DERXW XV RXU FRPSHWLWRUV RU WKH ILQDQFLDO VHUY
HVWLPDWHY RI RXU ILQDQFLDO DQG RSHUDWLQJ SHUIRUPDQFH RU ODFN RI UHVHDUFK

" FKDQU®&WDUNHW YDOXDWLRQV RU HDUQLQJV RI FRPSDQLHVY WKDW LQYHVWRUV GHHP FF

" WKMUDGLQJ YROXPH RI RXU FRPPRQ VWREFEN

" IXWXVUMXDQFHVY RI RXU FRPPRQ VWRFN RU RWKHU VHFXULWLHV

TOIXWXDWWHY RI RXU FRPPRQ VWRFN EV XV RU RXU GLUHFWRUV H[HFXWLYH RIILFHUV RU V

" DGGLWUR®WSDUWXUHV RI NH\ SHUVRQQHO

" SHUFHSWLWRY PDUNHWSODFH UHJDUGLQJ RXU FRPSHWLWRUV DQG XV

" VLIQLIDFDRMVLWLRQV RU EXVLQHVV FRPELQDWLRQV VWUDWHILF SDUWQHUVKLSV MRL

" RWKHWRQRPLF FRPSHWLWLYH JRYHUQPHQWDO UHJXODWRU\ DQG WHFKQRORJLFDO IDF

" RWKHHEZYV DQQOQRXQFHPHQWYVY RU GLVFORVXUHV ZKHWKHU E\ XV RU RWKHUV UHODWHG W

,QSDUWLFXODU WKH UHDOL]DWLRQ RI DQ\ RI WKH ULVNV GHVFULEHG LQ WKLV 35LVN )DFWF
VWRFN DQG FDXVH WKH YDOXH RIH F/XUR ER YPHDUWPAMQ B/QW R LQHEFDUWQYHFXODU WKH PDUNHW IRU IL(
IOXFWXDWLRQV LQ UHFHQW \HDUV ZKLFK LQ PDQ\ FDVHVY KDYH EHHQ XQUHODWHG WR WKH RSt
IOXFWXDWLRQV LQ WKH WUDGLQJ YROXPH LQ RXU FRPPRQ VWRFN PD\ FDXVH VLJQLILFDQW SUL
PDUNHW SULFH RI RXU FRPPRQ VWRFN ZKLFK FRXOG PDNH LW GLIILFXOW WR VHOO \RXU VKDUH)

)XWXWBIOHVY RU WKH DYDLODELOLW\ IRU VDOH RI VXEVWDQWLDO DPRXQWYV RI RXU FRPPRQ VWR
FRPPRQ VWRFN DQG LPSDLU RXU DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI HT>

2XU DUWLFOHV RI LQFRUSRUDWLRQ DXWKRULJH XV WRODUWRH XS WRVKHUH DWHKDUHV RIVKRE
LVVXHG DQG RXWVWDQGLQJ :H PD\ LVVXH VKDUHV RI RXU FRPPRQ VWRFN RU RWKHU VHFXULWI
DFTXLVLWLRQV DQG LQYHVWPHQWY DQG XQGHU FRPSHQVDWLRQ DQG LQFHQWLYH SODQV ,I DC
RU WKH QXPEHU RU DJJUHJDWH SULQFLSDO DPRXQW DV WKH FDVH PD\ EH RI RWKHU VHFXULW
FRYHULQJ WKRVH VHFXULWLHY LQ FRQQHFWLRQ ZLWK DQ\ VXFK DFTXLVLWLRQV DQG LQYHVWI




7DEOH RI &RQWHQWYV

‘H FDQQRW SUHGLFW WKH VL]JH RI IXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RU WKH HIIH
PDUNHW SULFH RI RXU FRPPRQ VWRFN 6DOHV RI VXEVWDQWLDO DPRXQWYV RI RXU FRPPRQ VWR
XQGHU D FRPSHQVDWLRQ RU LQFHQWLYH SODQ RU WKH SHUFHSWLRQ WKDW VXFK VDOHV FRXC(
LPSDLU RXU DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI RXU VHFXULWLHV

7KH ULJKWV RI RXU FRPPRQ VKDUHKROGHUV PD\ EH VXERUGLQDWH WR DQ\ VHQLRU LQGHEWHG(

2XU ERDUG RI GLUHFWWR WL KK\DX/HW IKQHWKHV B RIUJHMDWH XS WR VKDUHV RI SUHIHUUHG
VWRFN DQG DQ\ LQGHEWHGQHVV ZLWKRXW VKDUHKROGHU DSSURYDO $FFRUGLQJO\ \RX VKR
WKH IXWXUH ZLOO DOVR EH VHQLRU WR RXU FRPPRQ VWRFN $V D UHVXOW KROGHUV RI RXU F
LQFXUUHQFH RI RWKHU ERUURZLQJYV PD\ QHIJDWLYHO\ DIIHFW WKH PDUNHW SULFH RI RXU FRPPF

‘H DUBPIDRHUJLQJ JURZWK FRPSDQ\ " DQG WKH UHGXFHG UHSRUWLQJ UHTXLUHPHQWY DSSOLFDE
DWWUDFWLYH WR LQYHVWRUYV

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

‘H FRXOG EH DQ HFHRPHEIJ\ YURE WX 'HFHPEHU DOWKRXJK ZH FRXOG ORVH WKDW VWD
PRUH WKDQ ELOOLRQ LQ QRQ FRQYHUWLEOH GHEW LQ D WKUHH \HDU SHULRG RU LI WKH PDU
-XQH EHIRUH WKDW WLPH LQ ZKLFK FDVH ZH ZRXOG QR ORQJHU EH DQ HPHUJLQJ JURZWK FRP
DWWUDFWLYH LI ZH UHO\ RQ WKHVH H[HPSWLRQV ZKLFK PD\ UHVXOW LQ D OHVV DFWLYH WUDGI

2XU GLYLGHQG SROLF\ PD\ FKDQJH ZLWKRXW QRWLFH DQG RXU IXWXUH DELOLW\ WR SD\ GLYL

+ROGHUV RI RXU FRPPRQ VWRFN DUH HQWLWOHG WR UHFHLYH RQO\ VXFK FDVK GLYLGHQG
RI GLYLBOWEKWRXIK ZH KDYH GHFODUHG D TXDUWHUO\ FDVK GLYLGHQG RQ RXU FRPPRQ VWRFN
GLYLGHQGVY DQG ZH PD\ FKDQJH RXU GLYLGHQG SROLF\ DW DQ\ WLPH ZLWKRXW QRWLFH WR RX
RXWVWDQGLQJ LQGHEWHGQHVY RU SUHIHUUHG VWRFN ZADMDH BDYRHQMYVWRM DXQW RNV VDWDDHG 1 k
SUHIHUUHG VWRFN EHIRUH DQ\ GLYLGHQIGYDPRIDQ HHBEDXGHRRXRXVUERPRBR Q@ WWHRWFINV RXU LQYHVW
XSRQ GLYLGHQGV IURP WKH %DQN WR SD\ RXU RSHUDWLQJ H[SHQVHV VDWLVI\ RXU REOLJDWL
RQ LWV FRPPRQ VWRFN ZLOO VXEVWDQWLDOO\ GHSHQG XSRQ LWV HDUQLQJV DQG ILQDQFLDO F
DQG RWKHU IDFWRUYVY GHHPHG UHOHYDQW E\ LWV ERDUG RI GLUHFWRUV 7KHUH DUH QXPHBRKYV
3'LYLGHQG 3ROLF\" DQG 36XSHUYLVLRQ DQG 5HIJXODWLRQ 2 'LYLGHQGV ~




7DEOH RI &RQWHQWYV
2XU FRUSRUDWH JRYHUQDQFH GRFXPHQWY DQG FHUWDLQ FRUSRUDWH DQG EDQNLQJ ODZV DES
&HUWDLQ SURYLVLRQV RI RXU DUWLFOHV RI LQFRUSRUDWLRQID®@BUDBDWERQNHQFIODAVDFREX
IRU D WKLUG SDUW\ WR DFTXLUH FRQWURO RI RXU RUJDQL]DWLRQ RU FRQGXFW D SUR[\ FRQWF
LQWHUHVWY 7KHVH SURYLVLRQV DQG WKH FRUSRUDWH DQG EDQNLQJ ODZV DQG UHJXODWLR
" HQDEOH RXU ERDUG RI GLUHFWRUV WR LVVXH DGGLWLRQDO VKDUHV RI DXWKRUL]JHG

" HQDEOH RXU ERDUG RI GLUHFWRUYV ZiB\CKIRQXNV FKKADFWH KSRUGHG H W UDHSSS M RVRIFOI AN RV K VWAXEK
PD\ EH GHWHUPLQHG IURP WLPH WR WLPH E\ WKH ERDUG

" HQDEX®H ERDUG RI GLUHFWRUV WR LQFUHDVH WKH VL]H RI WKH ERDUG DQG ILOO WKF
" GR QRW SURYLGH IRU FXPXODWLYH YRWLQJ LQ WKH HOHFWLRQ RI GLUHFWRUYV
" HQDEOH RXU ERDUG RI GLUHFWRUV WR DPHQG RXU E\ODZV ZLWKRXW VKDUHKROGHU

" UHTXLUH WKH YRWH RI KROGHUV RI DW OHDVW RI WKH RXWVWDQGLQJ VKDUHV RI
DGGUHVVLQJ OLPLWDWLRQ RI OLDELOLW\ DQG LQGHPQLILFDWLRQ RI RXU RIILFHUV DQ

" UHTXLUH WKH UHTXHVW mRIl RARKOHG RX W \RW DQVGOBDWWDUHY RI RXU FDSLWDO VWRFN HQV
PHHWLQJ

" HVWDEOLVK DQ DGYDQFH QRWLFH SURFHGXUH IRU GLUHFWRU QRPLQDWLRQV DQG R’
" UHTXLUH SULRU UHJXODWRU\ DSSOLFDWLRQ DQG DSSURYDO RI DQ\ WUDQVDFWLRQ L¢(

7KHVH SURYLVLRQV PD\ GLVFRXUDJH SRWHQWLDO DFTXLVLWLRQ SURSRVDOV DQG FRXOG
VKDUHKROGHUV PLJKW RWKHUZLVH UHFHLYH D SU3HNPAA 8WHR QVKIHRPOWM & B 8/ B/DICF @ VWRR FR\NX UDRKGD X

6HFXULWLHY DQDO\WVWV PD\ QRW LQLWLDWH RU FRQWLQXH FRYHUDJH RQ XV

6XEMHFWSBRRYIOH RI RXU 1$6'$4 OLVWLQJ DSSOLFDWLRQ WKH WUDGLQJ PDUNHW IRU RXU
VHEXULWLHY DQDO\WWYVY SXEOLVK DERXW XV DQG RXU EXVLQHVV :H GR QRW KDYH DQ\ FRQWU
DQDO\WWYVY FHDVH WR FRYHU XV RU IDLO WR SXEOLVK UHJXODU UHSRUWY RQ XV ZH FRXOG ORYV
FRPPRQ VWRFN WR GHFOLQH ,I ZH DUH FRYHUHG E\ VHFXULWLHY DQDO\VWY DQG DUH WKH VXE

‘H FDQQRW SUHGLFW WKH VL]H RI IXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RU WKH HIIH
PDUNHW SULFH RI RXU FRPPRQ VWRFN 6DOHV RI VXEVWDQWLDO DPRXQWYV RI RXU FRPPRQ VWR
XQGHU D FRPSHQVDWLRQ RU LQFHQWLYH SODQ RU WKH SHUFHSWLRQ WKDW VXFK VDOHV FRXC
DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI RXU VHFXULWLHV

$Q LQYHVWPHQW L1Q FRAARM WW RFANW QRW DQ LQVXUHG GHSRVLW DQG LV VXEMHFW WR ULVN

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




7DEOH RI &RQWHQWYV
,7(0 % 8QUHVROYHG 6WDIlI &RPPHQWYV
1RW DSSOLFDEOH
,7(0 3URSHUWLHYV
2XU FXUUHQW SULQFL®MO RI/DKHNH O BWWORFABWBK®WRQ 5RXJH /RXLVLDQD :H UHORFDWHG F

/IRXLVLDQD LQ -XO\ $00 RI RXU EDQNLQJ RIILFHVY DUH ORFDWHG LQ WKH 6WDWH RI /RXLVLDQ
ORFDWLRQV :H EHOLHYH WKDW RXU IDFLOLWLHY DUH DGHTXDWHO\ FRYHUHG E\ LQVXUDQFH DI

/IRFDWLRQ 'DWH 2SHQHG 2ZQ /HDVH 6TXDUH )RRWDJH
BULQFLSDO ([HFXWLYH 2IILFH

/IDXUHO 6WUHHW
%DWRQ 5RXJH /RXLVLDQD /HDVH

%DQNLQJ &HQWHUYV
1IRUWKZHVW /RXLVLDQD %DQNLQJ &HQWHU
6SULQJ 6WUHHW BXLWH
6KUHYHSRUW /RXLVLDQD /HDVH

1RUWKVKRUH %DQNLQJ &HQWHU
1 +LJKZD\
&RYLQJIJWRQ /RXLVLDQD /HDVH

/DID\HWWH %DQNLQJ &HQWHU
&'7 30D]D
(DVW 6W 0DU\ %RXOHYDUG B6XLWH
/DID\HWWH /RXLVLDQD /HDVH

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

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




7DEOH RI &RQWHQWYV

/REDWLRQ ‘DWH 2SHQHG 2ZQ /HDVH 6TXDUH )RRWDJH
*RQ]JDOHV %DQNLQJ &HQWHU

“HVW +LJKZD\
*RQ]DOHV /RXLVLDQD 270Q

YORULGD %RXOHYDUG %DQNLQJ &HQWHU
YJORULGD 6WUHHW
%DWRQ 5RXJH /RXLVLDQD 270

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

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

&RXUVH\ %RXOHYDUG %DQNLQJ &HQWHU
&RXUVH\ %RXOHYDUG
%DWRQ 5RXJH /RXLVLDQD 2Z2Q

=DFKDU\ %DQNLQJ &HQWHU
&KXUFK 6WUHHW
=DFKDU\ /RXLVLDQD 2Z2Q

'"HQKDP 6SULQJV %DQNLQJ &HQWHU
/RXLVLDQD +Z\
'"HQKDP 6SULQJV /RXLVLDQD 2ZQ

%UXVO\ %DQNLQJ &HQWHU
BRXWK 9DXJKDQ 6WUHHW
%UXVO\ /RXLVLDQD 270

(UZLQYLOOH %DQNLQJ &HQWHU
3R\GUDV %D\RX 5G
(UZLQYLOOH /RXLVLDQD 27Z0Q

3RUW $O0HQ %DQNLQJ &HQWHU
1RUWK $OH[DQGHU $YH
3RUW $0O0HQ /RXLVLDQD 270

OLQGHQ * +RPAHQNRME &HQWHU
0%/ %DQN 'U

OLQGHQ /RXLVLDQD 27Q
OLQGHQ + PR QNBMDJI &HQWH U

ODLQ B6W
OLQGHQ /RXLVLDQD /HDVH
2WKHU

1HZ 2UOHDQV /RDQ 3URGXFWLRQ 2IILFH
1 &DXVHZD\ %O0YG
OHWDLULH /RXLVLDQD /HDVH




7DEOH RI &RQWHQWYV

/IRFDWLRQ 'DWH 2SHQHG 2ZQ /HDVH 6TXDUH )RRWDJH
"HDOWK 6ROXWLRQV 2IILFH

*UHHQ 6WUHHW
7TKLERGDX[ /RXLVLDQD /HDVH

'‘DOODV 7H[DV /RDQ 3URGXFWLRQ 2IILFH
6SULQJ 9DOOH\ 5RDG 6XLWH
'DOODV 7H[DV /HDVH

ODQGHYLOOH 2SHUDWLRQV &HQWHU
1 &DXVHZD\ %0OYG
ODQGHYLOOH /RXLVLDQD 2ZQ

$FTXLUHG LQ WKH PHUJHU WUDQVDFWLRQ ZLWK $*)& FRPSOHWHG RQ ODUFK
$FTXLUHG LQ WKH PHUJHU WUDQVDFWLRQ ZLWK 0%, FRPSOHWHG RQ -DQXDU\

,7(0 /HIJDO 3URFHHGLQJV

‘H DUH QRW FXUUHQWO\ VXEMHFW WR DQ\ PDWHULDO OHJDO SURFHHGLQJV :H DUH IURP W
7KHVH FODLPV DQG OLWLJDWLRQ PD\ LQFOXGH DPRQJ RWKHU WKLQJYV DOOHJDWLRQV RI YLROIL
SURWHFWLRQ ODZV DV ZHOO DV FODLPV RU OLWLJDWLRQ UHODWLQJ WR LQWHOOHFWXDO SUR¢
SHQGRQJIXWXUH FODLPV DQG OLWLJDWLRQ

$W WKLV WLPH LQ WKH RSLQLRQ RI PDQDJHPHQW WKH OLNHOLKRRG LV UHPRWH WKDW Wk
PDWHULDO DGYHUVH HIIHFW RQ RXU FRPELQHG UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWIL
DJDLQVW XV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW IRU WKH SHULRG LQ ZKLFK WKH\ DUH L
FRVWO\ GLYHUW PWQHHPHRQWDQG PD\ PDWHULDOO\ DGYHUVHO\ DITHFW RXU UHSXWDWLRQ HY!t
,7(0 OLQH 6DIHW\ 'LVFORVXUHYV

1RW DSSOLFDEOH




7DEOH RI &RQWHQWYV
3DUW ,,
,7(0 ODUNHW IROV5HBRPPRQDQPWLW\ 5HODWHG 6KDUHKROGHU ODWWHUV DQG ,VVXHU 3XUFKDVH

7TKHUH LV QR HVWDEOLVKHG SXEOLF WYRGH QH UP IZUHN KIDVY HR D SRS0UL HFR PAPPRR @ MWMWR RXU FRPPRQ VYV
WKH VA\PERO 3%)67° DQG H[SHFW RXU OLVWLQJ WR EHFRPH HIIHFWLYH LQ WKH ODWH ILUVW TXDU
DV UHJLVWHU DQG WUDQVIHU DJHQW IRU RXU VKDUHV RI FRPPRQ VWRFN

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

&DVK 'LYLGHQG
%\ 4XDUWHU +LJIK IRZ 3HU 6KDUH
JLUVW 2
6HFRQG
7KLUG
YR X UWK

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

&RPPREWRFN

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

,Q RXU ERDUG RI GLUHFWRUV 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 BR5¥ UHJX@DWR XY EBHIANWUALRIDL @ R Y

6HFXUSXWKRUL]JHG IRU ,VVXDQFH XQGHU (TXLW\ &RPSHQVDWLRQ 30DQV

,Q RXU ERDUG RWIBGUWHKM RUVEIWMRAEN 2SWLRQ 30DQ SXUVXDQW WR ZKLFK ZH ZHUH SHUF
RI RXU FRPPRQ VWRFN DOO RI ZKLFK FRXOG EH LVVXHG DV HLWKHU LQFHQWLYH VWRFN RSWLR
VWRFN RSWLRQV $OWKRXJK RXU 6WRFN 2SWLRQ 30DQ H[SLUHG RQ 'HFHPEHU DQG ZH
'"HFHPEHU ZH KDG RXWVWDQGLQJ DQG XQH[HUFLVHG VWRFN RSWLRQV WKDW KDYH
WHUPV DQG FRQGLWLRQV RI WKH 6WRFN 2SWLRQ 30DQ XQWLO WKH\ DUH H[HUFLVHG RU IRUI




7DEOH RI &RQWHQWYV

2Q -XQH RXU VKDUHKROGHUV DSSURTWRHGWKKIH3OD QT XKW\ 3Q BIQQ0WULRHL BBIVQIRU WKH Jl
DZDUGV LQFOXGLQJ LQFHQWLYH VWRFN RSWLRQV QRQVWDWXWRU\ VWRFN RSWLRQV VWRFN
VKDUHY DQG RWKHU VWRFN EDVHG DZDUGV WR HOLJLEOH SDUWLFLSDQWY ZKLFK LQFOXGHV R
VWRFEN IRU JUDQW DZDUG RU LVVXDQFH WR HOLJLEOH SDUWLFLSDQWY DOO RI ZKLFK PD\ EH V}
LVVXHG XQGHU WKLV 30DbQ WR RXU HPSOR\HHV GLUHFWRUV RU FRQVXOWDQWYV

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

‘HLJKWHG $YHUDJIKPEHU RI 6HFX
1XPEHU RI 6HFXULWIHVPRURH 3ULFH RHPDLQLQJ $YD!
%H ,VVXHG 8SRQ ([HUEXWWWDQGLQJ )RU )XWXUH ,VV
RI 2XWVWDQGLQJ 29WWRRQY :DUUDQWSQGHU (TXLW\
:DUUDQWY DQG 5LJKWQG 5LJKWV &RPSHQVDWLRQ
(TXLW\ FRPSHQVDWLRQV SODQV DSSURYHG E\ VHFXULW\ KROGHUV
(TXLW\ FRPSHQVDWLRQ SODQV QRW DSSURYHG E\ VHEXULW\ KROGHUYV 2

7TRWDO HRIX$WOQVDWLRQ SODQV

5SHFHEO@QWHY RI 8QUHIJLVWHUHG 6HFXULWLHYV

2Q 2FWREHU ZH FRPSOHWHG WKH LVVXDQFH DQG VDOH RI VKDUHYV RI RXU FRPPRQ VW
6WHSKHQV ,QF VHUYHG DV WKH VROH SODFHPHQW DJHQW DQG XQGHUZULWHU IRU WKH SULYD
DFFUHGLWHG LQYHVWRUV 7KH DJJUHJDWH RIITHULQJ SULFH WRWDOHG PLOOLRQ DQG WKH D
VKDUHV ZHUH QRW UHJLVWHUHG XQGHU WKH 6HFXULWLHV $FW RI DV DPHQGHG RU WKH 6HF
6HFXULWLHYV $FW DQG 5HIJXODWLRQ ' RI WKH &RPPLVVLRQ SURPXOJDWHG XQGHU WKH 6HFXULW
8QLWHG 6WDWHY DEVHQW D UHJLVWUDWLRQ VWDWHPHQW RU H[HPSWLRQ IURP UHJLVWUDWLRQ
DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV

,Q FROQQHFWLRQ ZLWK WKH SULYDWH SODFHPHQW WKH &RPSDQ\ HQWHUHG LQWR UHJLVW!
WKH PDQGDWRU\ UHJLVWUDWLRQ DQG OLVWLQJ RI WKH VKDUHV VROG LQ WKH SULYDWH SODFH
6WDWHPHQW RQ JRUP 6 ZLWK WKH 6(& RQ JHEUXDU\ DQG KDYH DSSOLHG WR KDYH RXU FI
306)67 °

SXUFKBVHNMXLW\ 6HFXULWLHYV E\ WKH ,VVXHU DQG $IILOLDWHG 3XUFKDVHUYV

2Q ODUFK RXU ERDUG RUKYREGKWRRY DEWKRYUHLEGELQJ PDQDIJHPHQW WR UHSXUFKDVH D
ODUFK 7KH DXWKRUL]DWLRQ WR UHSXUFKDVH VKDUHV WKURXJK SULYDWHO\ QHJRWLDWH
WR D QXPEHU RI VKDUHYVY KDYLQJ D PD[LPXP DJJUHIJDWH UHSXUFKDVH SULFH HTXDO WR PLOOI
PRQWK SHULRG WR ODUFK 7KHUH ZHUH QR HTXLW\ VHFEXULWLHY UHSXUFKDVHG GXULQJ W
,7(0 6HOHFWHG )LQDQFLDO 'DWD

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




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

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

7KH IROORZLQJ GLVFXWHR RRFXY R Q Q/0.0 QMKMFIDMDW FKLIDDI AR Q@LWLRQ RI %XVLQHVV JLUVW |
WR '"HFHPEHWQG LWV UHVXOWYV RI RSHUDWLRQV [IRKLW IGH VHBYV WHRRHBQ 8 FHPESWLY LV LQWHQ
LQIRUPDWLRQ SUHVHQMBR U VHZKWU FAXIOD WELWKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW
FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW DUH VXEMHFW WR FHUWDLQ ULVNV DQG X(
EXW PD\ SURPBRAFRWEMHWH &HUWDLQ ULVNV XQFHUWDLQWLHY DQG RWKHU IDFWRUV LQFOXGL!
HOVHZKHUH LQ WKLV 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 FRQWLQXHV WR EH FUHDWLQJ VKDUHKROGHU YDOXH VDKUR D.
RXU UHJLRQ :H FRQVLGHU RXU SULPDU\ PDUNHW WR LQFOXGH WKH 6WDWH RI /RXLVLDQD DQG "I
EDQNLQJ FHQWHUV WZR ORDQ SURGXFWLRQ RIILFHV DQG RQH ZHDOWK VROXWLRQV RIILFH LQ
ELOOLRQ WRWDO ORDQV RI PLOOLRQ WRWDO GHSRVLWYV RI ELOOLRQ DQG WRWDO VKDU

$V D EDQN KROGLQJ FRPSDQ\ RSHUDWLQJ WKURXJK RQH PDUNHW VHJPHQW FRPPXQLW)\ EDC
VHUYLFH DQG ORDQ IHHV DQG \L QW HIWMHRXW LL@FRHP BIHIVR PHVSHFAUHWIH GHSRVLWY DQG RWKHU ER!
HPSOR\HH EHQHILWY DQG RFFXSDQF\ H[SHQVHV :H DQDO\]H RXU DELOLW\ WR PD[LPL]H LQFRPH
LQWHUHVW PDUJLQ 1HW LQWHUHVW PDUJLQ LV D UDWLR FDOFXODWHG DV QHW LQWHUHVW LQF
LOQWHUHVW LQFRPH RQ LQWHUHVW HDUQLQJ DVVHWY VXFK DV ORDQV DQG VHFXULWLHV DQG
XVHG WR IXQG WKRVH DVVHWYV

&KDQJHV LQ WKH PDUNHW LQWHUHVW UDWHY DQG WKH LQWHUHVW UDWHVY ZH HDUQ RQ LQW
LOQWHUHVW HDUQLQJ DVVHWNUHWOW iEHBVWQE HDLWDLEQ) D DWGHY RIQL® WKDUHKROGHUVY HTXLW\ DUH
VSUHDG QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW LQFRPH )OXFWXDWLRQV LQ PDUNHW LQ
GHIODWLRQ PDFURHFRQRPLF GHYHORSPHQWY FKDQJHV LQ XQHPSOR\PHQW WKH PRQH\ VXSSC
ILQDQFLDO PDUNHWY 3HULRGLF FKDQJHV LQ WKH YROXPH DQG W\SHV Rl ORDQV LQ RXU ORDQ !
PDUNHWY DQG DFURVV RXU UHJLRQ DV ZHOO DV GHYHORSPHQWYV DIIHFWLQJ WKH UHDO HVWDV
VHFWRUV ZLWKLQ RXU PDUNHWYV

$FTXLVLWLRQ RI $PHULFDQ *DWHZD\ )LQDQFLDO &RUSRUDWLRQ

:KLOH ZH FRQWLQXH WR SULRPOWMRLYHRNWR LFD SURDWK ]EKSRQ RWKHU RSSRUWXQLWLHYV DV
PHUJHG ZLWK $PHULFDQ *DWHZD\ )LQDQFLDO &RUSRUDWLRQ 3$*)&" SDUHQW EDQN KROGLQJ FR
ZHUH PHUJHG ZLWK XV DQG WHQ IRUPHU $PHULFDQ *DWHZD\ %DQN EUDQFKHV ZHUH DGGHG WR Fk
R PLOOLRQ DQG VHFXULWLHY DYDLODEOH IRU VDOH RI PLOOLRQ DQG GHSRVLWYV RI
FRQVLGHUDWLRQ RI LQ FDVK DQG VKDUHV RI RXU FRPPRQ VWRFN LQ H[FKDQJH IRU HDF




7DEOH RI &RQWHQWYV
3ULYDWH 30DFHPHQW DQG $FTXLVLWLRQ RI OLQGHQ %DQFRUS ,QF
2Q 2FWREHU ZH HOQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUH OLQGHQ %D
DFTXLVLWLRQ RI 0%, RQ 2FWREHU ZH FRPSOHWHG WKH LVVXDQFH DQG VDOH RI VKI
VKDUH 7KH DJJUHJDWH RIIHULQJ SULFH WRWDOHG PLOOLRQ DQG WKH DJJUHJDWH SODFHPF
7KH DFTXLVLWLRQ RI 0%, ZDV FRQWY\P PDAMIRGE HRIQ -DQXDIWA, KDG PLOOLRQ LQ WRWDO DV\
PLOOLRQ LQ WRWDO GHSRVLWV DQG PLOOLRQ LQ WRWDO VKDUHKROGHUVYT HTXLW\ %HFDX
WKH ILQDQFLDO LQIRUPDWLRQ DQG VWDWHPHQWY FRQWDLQHG LQ WKLV $QQXDO 5HSRUW R
QHW SURFHHGV ZH UHFHLYHG DV D UHVXOW RI WKH SULYDWH SODFHPHQW RQ 2FWREHU
JLQDQFLDO +LJKOLJKWYV

7KH ILQDQFLDO KLJKOLJKWV IRU WKRREBRGHHQGHG 'HFHPEHU

¥ 7RWDWOVRIWY ELOOLRQ D PLOOLRQ RU LQFUHDVH IURP "HFHPEHU

¥ 7RWDRIRYV PLOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

¥ 7TRWBOMSRRLWY ELOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

f 1HW LQFRPH IRWQ &HKG \HHPHUP EH U Rl PLOOLRQ D RU GHFUHDVH IURP WKH \}F
¥ 1HW L QMGHRHRWHW PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU D PLOOLRQ RU LC

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

f 5HWXUQ RQ DYRUDJH IRMWMWWM \HDU HQGHG 'HFHPEHU
¥ 5HWXUQ RQ DYHRUDJH HRMLWKH \HDU HQGHG 'HFHPEHU

¥ &DSLWDORWDWIHRYV /HYHUDJH &RPPRQ (TXLW\ 7LHU 7LHU 5LVN EDVHG DQG 7RWDO 5LVN I
Rl '"HFHPEHU

¥ %RRN YDOXHDBHU DV RI '"HFHPEHU DQ LQFUHDVH RI IURP DW 'HFHPEHU
5HVXOWV RI 2SHUDWLRQV IRU WKH <HDQ@& (QGHG 'HFHPEHU

SBHUIRUPDQFH 6XPPDU\

JRU WKHQEBG 'HFHPEHU QHW LQFRPH ZDV PLOOLRQ RU SHU EDVLF VKDUH DQG

SHU EDVLF VKDUH DQG SHU GLOXWHG VKDUH IRU WKH \HDU HQGHG 'HFHPEHU 7KH
SHULRG LQ FDQ SULPDULO\ EH DWWULEXWHG WR W NP B@/MHQLVK LL@J VRKH FROX® ORIV S URYAW
RQ WZR ORDQ UHODWLRQVKLSY ZKLFK ZHUH ERWK D QXPEHU RI \HDUV ROG DQG UHODWHG WR V
GHSOR\PHQW RI WKH 2FWREHU SULYDWH SODFHPHQW RIIHULQJ SURFHHGVY ZKHUH ZH UDLVHC
%DQFRUS ,QF DQG LWV VXEVLGLDU\ 0%/ %DQN DIWHU WKH \HDU HQGHG 'HFHPEHU DQG
'"HFHPEHU HQDFWPHQW RI WKH 7D[ &XWV DQG -REV $FW ZKHUH ZH ZHUH UHTXLUHG WR ZUI
WD[ UDWH VWUXFWXUH 5HWXUQ RQ DYHUDJH DVVHWV GHFUHDVHG WR IRU WKH \HDU HQGHG

HTXLW\ GHFUHDVHG WR IRU WKH \HDU HQGHG 'HFHPEHU DV FRPSDUHG WR IRU WK




7DEOH RI &RQWHQWYV
1HW ,QWHUHVW ,QFRPH

2XRSHUDWLQJ UHVXOWY GHSHQG SULPDULO\ RQ RXU QHW LQWHUHVW LQFRPH FDOFXODWEF
VHFXULWLHYVY DQG LQWHUHVW H[SHQVH RQ LQWHUHVW EHDULQJ OLDELOLWLHV VXFK DV GHSR!
LQWHUHVW VHQVLWLYH DVVHWY DQG OLDELOLWLHYVY &KDQJHV LQ WKH DPRXQW DQG W\SH RI LC
YDULDQFH GULYHQ E\ WKH FKDQJHV LQ WKH DPRXQW DQG PL[ RI LQWHUHVW HDUQLQJ DVVHWYV
HDUQHG RQ LQWHUHVW HDUQLQJ DVVHWY DQG UDWHYV SDLG RQ LOQWHUHVW EHDULQJ GHSRVLW

7R HYDOXDWH QHWH @WBVXVMW DQERPRIQLWRU \LHOGV RQ RXU ORDQV DQG RWKHU LQWHU
VRXUFHYV RXU QHW LQWHUHVW VSUHDG DQG RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUH\
LQWHUHVW EHDULQJ OLDELOLWLHYV 1HW LQWHUHVW PDUJLQ LV FDOFXODWHG DV QHW LQWHUH
IXQGVY VXFK DV QRQLQWHUHVW EHDULQJ GHSRVLWY DQG VKDUHKROGHUVYT HTXLW\ DOVR IXQC
EHDULQJ VRXUFHYVY :H FDOFXODWH DYHUDJH DVVHWYV OLDELOLWLHY DQG FDSLWDO XVLQJ D PI

YJRU WKH \HDU HQGHG 'HFHHWEWHUHVW LQFRPH WRWDOHG PLOOLRQ DQG QHW LQWHUHV'
YJRU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG PLOOLRQ DQG QHYV
SRVLWLYH FKDQJH LQ QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW VSUHDG ZDV SULPDULO\ G
$*)& DQG WR D OHVVHU H[WHQW WR WKH FKDQJH LQ WKH UDWH HQYLURQPHQW ([FOXGLQJ WKt
WKH WZR VDOHV RI D SDUWLFLSDWLRQ LQWHUHVW GXULQJ WKH \HDU HQGHG 'HFHPEHU
DQ DYHUDJH \LHOG RQ RXU ORDQ SRUWIROLR RI DQG DQ DYHUDJH \LHOG RQ WRWDO LQWHU
DQG DQ DYHUDJH \LHOG RQ WRWDO LQWHUHVW HDUQLQJ DVVHWV RI IRU WKH \HDU HQGHG 'l
EDVLV SRLQWV IRU WKH VDPH SHULRG :KLOH ZH H[SHULHQFHG VLJQLILFDQW JURZWK LQ DYHU
LOQOWHUHVW VSUHDG




7DEOH RI &RQWHQWYV

7KH IROORZLQJVWDED W BH HVHUQWGY LQGLFDWHG DQ DQDO\VLY RI QHW LQWHUHVW LQFRPH
OLDELOLWLHY WKH DYHUDJH DPRXQWV RXWVWDQGLQJ DQG WKH LQWHUHVW HDUQHG RU SDLG
WKH DYHUDJH UDWH SDLG RQ LOWHUHVW EHDULQJ OLDELOLWLHY DQG WKH QHW LQWHUHVW P
DUH FODVVLILHG DV QRQDFFUXDO LV QRW UHFRJQL]HG LQ LQFRPH KRZHYHU WKH EDODQFHV D
"HFHPEHU DQG LQWHUHVW LQFRPH QRW UHFRJQL]HG RQ QRQDFFUXDO ORDQV ZDV QR
D JHUR \LHOG 7KH DYHUDJH WRWDO ORDQV UHIOHFWHG EHORZ LV QHW RI GHIHUUHG ORDQ IHH
LQFRPH RYHU WKH UHPDLQLQJ OLYHV RI WKH UHVSHFWLYH ORDQV

JRU WKH <HDUV (QGHG 'HFHPEHU

,QWHUHVW L, QWHUHVW
$YHUDJH (DUQHG $YHUDJH $YHUDJH (DUQHG $YHUDJH
2XWVWDQGLQ@QIWHUHVW <LHOG 2XWVWDQGL@WHUHVW <LHOG
%DODQFH 3DLG 5DWH %DODQFH 3DLG 5DWH
'ROODUV LQ WKRXVDQGV

$VVHWYV
,QWHUHVW HDUQLQJ DVVHWYV
7TRWDO ORDQV
6HFXULWLHY DYDLODEOH IRU VDOH
,QWHUHVW EHDULQJ GHSRVLWV LQ RWKHU EDQNYV
7TRWDO LQWHUHVW HDUQLQJ DVVHWYV
$OORZDQFH IRU ORDQ ORVVHV
IRQLQWHUHVW HDUQLQJ DVVHWYV
7TRWDO DVVHWYV
/ILDELOLWLHV DQBG(BKXIMIHKROGHUV
,QWHUHVW EHDULQJ OLDELOLWLHYV
,QWHUHVW EHDULQJ GHSRVLWYV
$GYDQFHV IURP )+/%
2WKHU ERUURZLQJV
7TRWDO LQWHUHVW EHDULQJ OLDELOLWLHV
I1RQLQWHUHVW EHDULQJ OLDELOLWLHYV
IRQLQWHUHVW EHDULQJ GHSRVLWYV
2WKHU OLDELOLWLHV
7TRWDO QRQLOQWHUHVW EHDULQJ OLDELOLWLHYV
6 KD U H KR B X WA

7TRWDO OLDELOLWHEHVIRIOW\ VKDUHKROGHUYV
I1HW LQWHUHVW UDWH VSUHDG
1HW LQWHUHVW LQFRPH
I1HW LQWHUHVW PDUJLQ

I1HW LQWHUHVW VSUHDG LV WKH DYHUDJH \LHOG RQ LQWHUHVW HDUQLQJ DVVHWYV PLQX\
I1HW LQWHUHVW PDUJLQ LV HTXDO WR QHW LQWHUHVW LQFRPH GLYLGHG E\ DYHUDJH LQ!




7TDEOH RI &RQWHQWYV

7KH IROORZLQJVWIHRE HPIDUMMHDR WHIDUGLQJ WKH GROODU DPRXQW RI FKDQJHV LQ LOQWHUHVW L¢
RI LQWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHY DQG GLVWLQJXLVKH
LOQWHUHVW UDWHVY )RU SXUSRVHV RI WKHVH WDEOHV FKDQJHV DWWULEXWDEOH WR ERWK UL

JRUWKH <HDU (QGHG 'HFHPEHU
FRPSDUHG WR WKH <HDU HQGHG

'"HFHPEHU
,QFUHDWHUHDVH GXH WR FKDQJH LQ
9ROXPH 5DWH 7RWDO

'ROODUV LQ WKRXVDQGV
,QWHUHVW HDUQLQJ DVVHWYV
7TRWDO ORDQV
6HFXULWLHY DYDLODEOH IRU VDOH
,QWHUHVW HDUQLQJ GHSRVLWYV LQ RWKHU EDQNYV
7TRWDO LQFUHDVH GHFUHDVH LQ LOWHUHVW LQFRPH
,QWHUHVW EHDULQJ OLDELOLWLHV
,QWHUHVW EHDULQJ GHSRVLWYV
$GYDQFHV IURP )+/%
2WKHU ERUURZLQJV
7TRWDO LQFUHDVH GHFUHDVH LQ LOQWHUHVW H[SHQVH

,QFUHDVH GHFUHDVH LQ QHW LQWHUHVW_LQFRPH

BURYLVLRQ IRU /RDQ /RVVHV

2XWBWURYLVLRQ IRU ORDQ ORVVHV LV D FKDUJH WR LQFRPH LQ RUGHU WR EULQJ RXU DOORZCL
WKH IDFWRUV WDNHQ LQWR DFFRXQW E\ PDQDJHPHQW LQ GHWHUPLQLQJ WKH DOORZDQFH IRU ¢
ORDQ ORVVHYV ZDV PLOOLRQ DQG PLOOLRQ IRU RI WKH \HDUV HQGHG 'HFHPEHU DQG

ZDV DV D UHVXOW RI D PLOOLRQ DGfXIDWMRMUW R VDKW HAHVHERBQAXIUQD LPABIHUPHQW RQ WZR O
DQ RYHUDOO LQFUHDVH LQ RXU JHQHUDO UHVHUYHV UHODWHG WR RXU H[SRVXUHV LQ WKH FRF




7DEOH Rl &RQWHQWYV
1RQLQWHUHVW ,QFRPH

2XWULPDU\ VRXUFHV RI QRQLQWHUHVW LQFRPH DUH VHUYLFH FKDUJHY RQ GHSRVLW DFFRX
FRPPLVVLRQV 7KH IROORZLQJ WDEOH SUHVHQWYV IRU WKH SHULRGYV LQGLFDWHG WKH PDMRU

YRUNKH <HDUV (QGHG
"HFHPEHU ,QFUHDVH
‘HFUHDVH
"/ROODUV LQ WKRXVDQGV

1RQLQWHUHVW LQFRPH
6HUYLFH FKDUJHY RQ GHSRVLW DFFRXQWYV
'"HELW FDUG IHH LQFRPH
$XWRPDWHG 7HOOHU ODFKLQH 2$70° IHHV
%DQN RZQHG OLIH LQVXUDQFH LQFRPH
*DLQ RQ VDOHV RI LQYHVWPHQW VHFXULWLHV
%URNHUDJH FRPPLVVLRQV
ORUWJDJH RULJLQDWLRQ LQFRPH
&RUUHVSRQGHQW EDQN LQFRPH
3DVV WKURXJK LQFRPH ORVV IURP 6%,& SDUWQHUVKLSV
5HQWDO LQFRPH
*DLQRVV RQ VDOHV Rl RWKHU UHDO HVWDWH RZQHG
2WKHU

7RWDO QRQLQWHUHVW LQFRPH

1RQLQWHUHVW LQFRPH IRU WKH LQBFUHOMGHEG 'HFHFRELHU ~ WR PLOOLRQ FRPSDUHG WR QROQL
SHULRG LQ 7KH FRPSRQHQWY RI QRQLQWHUHVW LQFRPH ZLWK VLJQLILFDQW IOXFWXDWLRQ)"

%DQN RZQHG OLKM2LQQFRBEEGYHVW LQ %2/, GXH WR LWV DWWUDFWLYH QRQWD[DEOH UHWX
UHFRUG LQFRPH EDVHG RQ WKH JURZWK Rl WKH FDVK VXUUHQGHU YDOXH RI WKHVH SROLFLHV I
\HDU HQGHG 'HFHPEHU DV FRPSDUHG WR IRU WKH VDPH WLPH SHULRG LQ D GHFU
UHODWHG WR D IRUPHU $*)& HPSOR\HH GXULQJ

%URNHUDJH FRPPDWQLRRNFPLVVLRQV IURP EURNHUDJH VHUYLFHVY SURYLGHG E\ RXU :HDOWK

IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ 7KH LQFUHDVH RI RU
SHULRG LQ ZDV SULPDULO\ GXH WR UHFUXLWLQJ D SHUVRQ DGYLVRU\ WHDP LQ DQG FR
%XVLQHVV )LUVW

&RUUHVSRQGHQW ED@INWKH RIPLHYW KDOI RI ZH UHQHJRWLDWHG FHUWDLQ RI RXU FRUUH

DQG IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\

3DVV WKURXJK LQFRPH IURP ®% & 5@ UQQHWWRUSIVQ VHYHUDO 6%,& SURJUDPV ZKLFK DUH MI
WKH 6PDOO %XVLQHVYV $GPLQLVWUDWLRQ 36%$’ DQG VPDOO EXVLQHVV ERUURZHUV 'XULQJ
VWDUW XS SKDVH 7KRVH SURJUDPV DUH PDWXULQJ DQG EHFRPLQJ SURILWDEOH LQ 3DVV Wt

FRPSDUHG WR D ORVYV RI IRU WKH VDPH WLPH SHULRG LQ




7DEOH RI &RQWHQWYV

5HQWDO LQPRIFHLYH UHQWDO LQFRPH IURP RXU RWKHU UHDO HVWDWH RZQHG DQG IURP WKF
IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ 7KH LQFUHDVH RI ZD
RQH RI RXU RWKHU UHDO HVWDWH RZQHG SURSHUWLHV ZKLFK ZH KDYH KHOG VLQFH $SULO

*DLQ ORVV RQ VDOHV RI RWKGRXUHEG B \QWIW®G RRXQRIG DQG D QHW JDLQ RI RQ
HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ "XULQJ WKH \HDU HQGHG 'HFHPEHU D OR
KHOG VLQFH $SULO

1RQLQWHUHVW ([SHQVH

*HQHUDOO\ QRQLQWHUHVW H[SHQVH LV FRPSRVHG RI DO ORKPSIORLOH W [SVQ RIEW D QGEL BB \DI\
UHODWLRQVKLSY DQG SURYLGLQJ EDQN VHUYLFHV 7KH ODUJHVW FRPSRQHQW RI QRQLQWHUH"
H[SHQVHV VXFK DV RFFXSDQF\ H[SHQVHV GHSUHFLDWLRQ DQG DPRUWL]DWLRQ SURIHVVLRQD
DVVHVVPHQWY GDWD SURFHVVLQJ H[SHQVHV DQG DGYHUWLVLQJ DQG SURPRWLRQ H[SHQVH\

7KH IROORZLQJVWDEW W K IFHUQWGY LQGLFDWHG WKH PDMRU FDWHJRULHV RI QRQLQWHUHYV

JRUWKH <HDUV (QGHG
'"HFHPEHU ,QFUHDVH
"HFUHDVH
"ROODUV LQ WKRXVDQGV

6DODULHY DQG HPSOR\HH EHQHILWYV

1RQ VWDII H[SHQVHV
2FFXSDQF\ Rl EDQN SUHPLVHV
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
'‘DWD SURFHVVLQJ
)',& DVVHVVPHQW IHHV
/HIDO DQG RWKHU SURIHVVLRQDO IHHV
$GYHUWLVLQJ DQG SURPRWLRQV
SWLOLWLHY DQG FRPPXQLFDWLRQV
$G YDORUHP VKDUHV WD]J
"LUH FWIRIBIY
2WKHU UHDO HVWDWH RZQHG H[SHQVHV DQG ZULWH GRZQV
2WKHU

7RWDO QRQLQWHUHVW H[SHQVH

1IRQLOQWHUHVWHKHSHDVHHQRBWHG 'HFHPEHU LQFUHDVHG PLOOLRQ RU WR PLOOL
VDPH SHULRG LQ 7KH FRPSRQHQWY RI QRQLOQWHUHVW H[SHQVH ZLWK VLJQLILFDQW IOXFWX

6DODULHY DQG HPSDBDHHHEWHOQORAEA WRNSOR\HH EHQHILWY DUH WKH ODUJHVW FRPSRQHQW RI ¢
FRPSHQVDWLRQ EHQHILW SODQV KHDOWK LQVXUDQFH DQG SD\UROO WD[HV 6DODULHY DQG HP¢
PLOOLRQ RU FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV SULPDULO\ GXH WI
KLIJKHU FRPPLVVLRQV SDLG DV D UHVXOW RI WKH LQFUHDVH LQ RXU EURNHUDJH VHUYLFHV DFWI
HPSOR\HH EHQHILWY LQFOXGHG VWRFN EDVHG FRPSHQVDWLRQ LQFRPH RI DQG H[SHQVH R
QHW VWRFN EDVHG FRPSHQVDWLRQ LQFRPH IRU WKH \HDU HQGHG 'HFHPEHU GXH WR WKF
DZDUGV VWRFN JUDQWY DQG WKH H[SHQVH DVVRFLDWHG ZLWK H[WHQGLQJ WKH RSWLRQV H[SL
LQFOXGHVY WKH FRVW DVVRFLDWHG ZLWK H[WHQGLQJ WKH ZDUUDQWY DQG RSWLRQV H[SLULQJ




7DEOH RI &RQWHQWYV

2FFXSDQF\ RI EDQSHRYHPDYVWRFLDWHG ZLWK RFFXSDQF\ RI SUHPLVHV ZDV PLOOLRQ IRU W
SHULRG LQ 7KH LQFUHDVH RI IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKt
GXH WR QHZ OHDVH FRPPLWPHQWY DV D UHVXOW RI WKH WKLUG TXDUWHU UHORFDWLRQ RI T

LQ

'"HSUHFLDWLRQ DQIBSDPARUDW.IRQY IDRQEB DPRUWL]DWLRQ FRVWY ZHUH PLOOLRQ DQG PLOC
7KLY FDWHJRU\ LQFOXGHVY OHDVHKROG IXUQLWXUH IL[WXUHVY DQG HTXLSPHQW GHSUHFLDWLRQ
UHVSHFWLYHO\ 7KH DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV ZDV IRU ERWK RI WKH \HDUYV

/HIJDO DQG RWKHU SWRHW @ URQHD\WV LIRDO IHHV LQFOXGH DXGLW ORDQ UHYLHZ FRPSOLDQF
PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ 7KH C
WKH IHHV LQFXUUHG LQ LQ RXU GHIHQVH RI WKH OLWLJDWLRQ UHODWHG WR WKH GLVVHQWI

'LUHFWIRBMWHFWRUVY IHHV ZHUH DQG IRU WKH \HDUV HQG HQGHG 'HFHPEHU
ODUFK LVVXDQFH RI DQ DJJUHJDWH VKDUHV RI RXU FRPPRQ VWRFN YDOXHG DW
VHUYLFH WR %XVLQHVV )LUVW

2WKHWKLY FDWHJRU\ LQFOXGHY RSHUDWLQJ DQG DGPLQLVWUDWLYH H[SHQVHYV LQFOXGLQJ I
PHPEHUVKLSY LQVXUDQFH VXSSOLHY DQG SULQWLQJ HTXLSPHQW UHQW DQG VRIWZDUH VXS

'"HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV SULPDULO\ &%fiX /&
LPSDLUPHQW RI WZR HQHUJ\ VHFWRU ORDQ UHODWLRQVKLSY DV ZHOO DV RI PHUJHU
EXVLQHVV RQ '"HFHPEHU

,QFRPH 7D[ ([SHQVH

7KH DPRXQW RI LQFRPH WD[ H[SHQVHRXW LSU B XWIOFHGEF RP W KW O PHRIX@®W RQFRPH DQG RWKHU
OLDELOLWLHY DUH UHIOHFWHG DW FXUUHQWO\ HQDFWHG LQFRPH WD[ UDWHV LQ HIIHFW IRU WK
FKDQJHV LQ WD[ ODZV RU UDWHV DUH HQDFWHG GHIHUUHG WD[ DVVHWV DQG OLDELOLWLHV DU
QHFHVVDU\ WR UHGXFH GHIHUUHG WD[ DVVHWYV WR WKH DPRXQW H[SHFWHG WR EH UHDOL]HG

JRU WKH \HDU HQGHG 'HGAREHWD[ H[SHQVH WRWDOHG PLOOLRQ DQ LQFUHDVH RI PLOO
,QFOXGHG LQ WKH SURYLVLRQ IRU LQFRPH WD[HV IRU WKH \HDU HQGHG 'HFHPEHU LV
&XWV DQG -REV $FW ZKHUH ZH ZHUH UHTXLUHG WR ZULWH GRZQ WKH YDOXH RI RXU QHW GHIHL
SURYLVLRQ LQFRPH WD[ H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU ZDV PLOOLRQ FRPSL
DGMXVWPHQW WR RXU GHIHUUHG WD[HV RXU HIIHFWLYH WD[ UDWH IRU WKH \HDUV HQGHG 'HFHP
\HDUV ZDV DIIHFWHG SULPDULO\ E\ WD[ H[HPSW LQFRPH JHQHUDWHG E\ PXQLFLSDO VHFXULWLH

JLQDQFLDO &RQGLWLRQ

2XWDVVHWY LQFUHDVHG PLOOLRQ RU IURP ELOOLRQ DV RI '"HFHPEHU WR E
E\ ORDQ DQG GHSRVLW JURZWK




7DEOH RI &RQWHQWYV
/IRDQ 3RUWIROLR
2XWULPDU\ VRXUFH RI LQFRPH LV LQWHUHVW RQ ORDQV WR LQGLYLGXDOV SURIHVVLRQDOV

7TH[DV 2XU ORDQ SRUWIROLR FRQVLVWY SULPDULO\ RI FRPPHUFLDO ORDQV DQG UHDO HVWDWH
ORDQ SRUWIROLR UHSUHVHQWY WKH KLJKHVW \LHOGLQJ FRPSRQHQW RI RXU HDUQLQJ DVVHW

$V RI '"HFHPEHU WRWDO ORDQV LQFOXGLQJ PRUWJDJH ORDQV KHOG IRU VDOH ZHUH PLOC
'"HFHPEHU 7KH LQFUHDVH ZDV SULPDULO\ GXH WR RXU FRQWLQXHG ORDQ SHQHWUDWLRQ
PDUNHW DQG RXU ORDQ SURGXFWLRQ RIILFHV LQ 1HZ 2UOHDQV DQG 'DOODV 7RWDO ORDQV LQF(

DQG UHVSHFWLYHO\

7TRWDO ORDQV D\GBSKRYVUMWYQIHIH RI DQG DV RI '"HFHPEHU DQG UHVSHFWLYHO

DV RI '"HFHPEHU DQG UHVSHFWLYHO\

7KH IROORZLQJ WRKQWHOWRCP® BRUYWYROLR E\ W\SH RI ORDQ DV RI WKH GDWHYV LQGLFDWHG

$VRI '"HFHPEHU $V Rl '"HFHPEHU

$PRXQW BHUFHQW $PRXQW SHUFHQW
"ROODUV LQ "ROODUV LQ
WKRXVDQGYV WKRXVDQGYV

&RPPHUFLDO
5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YJDUPODQG
IDPLO\ UHVLGHQWLDO
O0XOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU

7TRWDO ORDQV KHOG IRU LQYHVWPHQW

&RPPHUFLDERPRIDWALDO ORDQV DUH XQGHUZULWWHQ DIWHU HYDOXDWLQJ DQG XQGHUVWDQ(
SULPDULO\ PDGH EDVHG RQ WKH LGHQWLILHG FDVK IORZV Rl WKH ERUURZHU DQG VHFRQGDULO
VHFXUHG E\ WKH DVVHWV EHLQJ ILQDQFHG RU RWKHU EXVLQHVV DVVHWY VXFK DV DFFRXQW)"

&RPPHUFLDO ORDQVPLQBRURQWHG WR PLOOLRQ DV RI '"HFHPEHU IURP PLOOLRQ
DFWLYLW\ ZDV GXH WKH HIITRUWY RI RXU EDQNHUYVY ZKR DWWUDFWHG QHZ FOLHQWY DQG OHYHL

&RQVWUXFWLRROQD YOG XFIWQALRQ DQG ODQG GHYHORSPHQW ORDQV DUH FRPSULVHG RI ORDQV
7KH SURSHUWLHYV VHFXULQJ WKH SRUWIROLR DUH ORFDWHG WKURXJKRXW /RXLVLDQD DQG 7HJI

&RQVWUXFWLRQLOPWEHDDE&E ORPQUOLRQ RU WR PLOOLRQ DV RI '"HFHPEHU IURP
EH DWWULEXWDEOH WR WKH LPSURYLQJ HFRQRP\ DQG SHQW XS GHPDQG IRU KRXVLQJ

IDPLO\ UH¥XGHQWDL®IDO\ UHVLGHQWLDO ORDQ SRUWIROLR LV FRPSULVHG RI ORDQV VHFXU
RZQHG 2XU IDPLO\ UHVLGHQWLDO ORDQV KDYH D UHODWLYHO\ VPDOO EDODQFH VSUHDG EHW




7DEOH RI &RQWHQWYV

IDPUMVLGHQWLDO ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI '"HFHPEHU
UHVXOWHG IURP ERWK WKH FRQYHUVLRQ RI UHVLGHQWLDO FRQVWUXFWLRQ WR LQ KRXVH ILQD!

1RQIDUP QRQURWYIBHP WRMWHVLGHQWLDO ORDQV DUH XQGHUZULWWHQ SULPDULO\ EDVHG R
7KHVH ORDQV PD\ EH PRUH DGYHUVHO\ DIIHFWHG E\ FRQGLWLRQV LQ WKH UHDO HVWDWH PDUN
WKURXJKRXW /RXLVLDQD DQG 7H[DV DQG DUH JHQHUDOO\ GLYHUVH LQ WHUPV DQG W\SH 7KLV
LQGXVWU\

1RQIDUP QRQURUVPRVH@WUBIOVHG PLOOLRQ RU WR PLOOLRQ DV RI '"HFHPEHU |
SULPDULO\ GULYHQ E\ WKH H[SDQVLRQ RI H[LVWLQJ UHODWLRQVKLSY DQG JURZWK LQ RXU QHZH

2WKHU ORDQZ2MDXWHHJIRDWHVYVRULHY RI ORDQV LQFOXGHG LQ RXU ORDQ SRUWIROLR LQFOXGH Il
RSHUDWLRQV PXOWL IDPLO\ UHVLGHQWLDO ORDQV DQG FRQVXPHU ORDQV 1RQH RI WKHVH FD

7KH FRQWUDFWXDO PDWRXUVO\IRDDQQIRVWIRORR PWQ GOQWKH DPRXQW RI VXFK ORDQV ZLWK IL[H(
LQGLFDWHG DUH VXPPDUL]J]HG LQ WKH IROORZLQJ WDEOHYV

$V Rl '"HFHPEHU

2QH
2QH <HDU 7TKURXJK $1WHILWYH
RU /HVV J)LYH <HDUV <HDUV 7RWDO

"ROODUV LQ WKRXVDQGV
&RPPHUFLDO
5HDO HVWDWH

&RQVWUXFWLRQ DQG ODQG

YDUPODQG

IDPLO\ UHVLGHQWLDO

OXOWL IDPLO\ UHVLGHQWLDO

1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU

7RWD O KHRODBQMRU LQYHVWPHQW
$PRXQWYVY ZLWK IL[HG UDWHYV
$PRXQWV ZLWK IORDWLQJ UDWHV

$V Rl '"HFHPEHU

2QH
2QH <HDU  7KURXJK  $1WBMIWYH
RU /HVV  )LYH <HDUV <HDUV 7RWDO

"ROODUV LQ WKRXVDQGV
&RPPHUFLDO
5HDO HVWDWH

&RQVWUXFWLRQ DQG ODQG

YDUPODQG

IDPLO\ UHVLGHQWLDO

OXOWL IDPLO\ UHVLGHQWLDO

1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU

7TRWDO ORDQV KHOG IRU LQYHVWPHQW
$PRXQWV ZLWK IL[HG UDWHYV
$PRXQWY ZLWK IORDWLQJ UDWHYV




7DEOH Rl &RQWHQWYV
1RQSHUIRUPLQJ $VVHWV

/IRDQV DUH FRQVLGHUHG SDVW GXH LI WKH UHTXLUHG SULQFLSDO DQG LQWHUHVW SD\PHQ\
QRQDFFUXDO VWDWXV{¥KRIS)L QL®R @ DW RBHHPRHWWRZHU PD\ EH XQDEOH WR PHHW SD\PHQW REOLJDV
SURYLVLRQV /RDQV PD\ EH SODFHG RQ QRQDFFUXDO VWDWXV UHJDUGOHVV RI ZKHWKHU RU Q
DFFUXHG LQWHUHVW LV UHYHUVHG ,QWHUHVW LQFRPH LV VXEVHTXHQWO\ UHFRJQL]JHG RQO\ W
DFFUXDO VWDWXV ZKHQ DOO WKH SULQFLSDO DQG LQWHUHVW DPRXQWV FRQWUDFWXDOO\ GXI

‘HKDYH VHYHUDO SURFHGXUHV LQ SODFH WR DVVLVW LQ PDLQWDLQLQJ WKH RYHUDOO TXD!
RXU EDQNHUV DQG ZH DOVR PRQLWRU RXU GHOLQTXHQF\ OHYHOV IRU DQ\ QHIJDWLYH RU DGYH
VXEMHFW WR LQFUHDVLQJ SUHVVXUHV IURP GHWHULRUDWLQJ ERUURZHU FUHGLW GXH WR JHQI

‘H EHOLHYH RXU FRQVHUYDWLYH OHQGLQJ DSSURDFK DQG IRFXVHG PDQDJHPHQW RI QRQSH}
SUREOHP DVVHWYV :H KDG PLOOLRQ DQG PLOOLRQ LQ QRQSHUIRUPLQJ DVVHWV DV RI 'HFH
DV RI '"HFHPEHU FRPSDUHG WR PLOOLRQ DV Rl 'HFHPEHU 7KH LQFUHDVH LQ QRQS
'"HFHPEHU LV SULPDULO\ DWWULEXWHG WR WKH RLO DQG JDV HQHUJ\ VHFWRU DQG FRPPF




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY LQIRUPDWLR@EHIDWBGQJ QRQSHUIRUPLQJ ORDQV DW W
$VRI '"HFHPEHU $VRI '"HFHPEHU

'ROODUV LQ 'ROODUV LQ
WKRXVDQGV WKRXVDQGV

1RQDFFUXDO ORDQV
$FFUXLQJ ORDQV RU PRUH GD\V SDVW GXH
7RWDO QRQSHUIRUPLQJ ORDQV

1RQDFFUXDO GHEW VHEXULWLHYV 2 2
2WKHU UHDO HVWDWH RZQHG

&RPPHUFLDO UHDO HVWDWH FRQVWUXFWLRQ ODQG DQG ODQG GHYHORSPHQW
5HVLGHQWLDO UHDO HVWDWH 2

7RWDO RWKHU UHDO HVWDWH RZQHG
7RWDO QRQSHUIRUPLQJ DVVHWYV
5HVWUXFWXUHG ORDQV QRQDFFUXDO
5HVWUXFWXUHG ORDQV DFFUXLQJ
5DWLR Rl QRQSHUIRUPLQJ ORDQV WR WRWDO ORDQV KHOG IRU LQYHVWPHQW
5DWLR RI QRQSHUIRUPLQJ DVVHWY WR WRWDO DVVHWYV

$VRI '"HFHPEHU $VRI '"HFHPEHU

'ROODUV LQ 'ROODUV LQ
WKRXVDQGYV  WKRXVDQGYV

1RQDFFUXDO ORDQV E\ FDWHJRU\

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG

IDPLO\ UHVLGHQWLDO

0XOWL IDPLO\ UHVLGHQWLDO 2 2
1RQIDUP QRQUHVLGHQWLDO

&RPPHUFLDO

&RQVXPHU

7TRWDO

SRWHQWLDO 3UREOHP /RDQV

JURP D FUHGLW UZIHVRODNYQB SRRV LQ RQH RI IRXU FDWHJRULHY SDVV VSHFLDO PHQWLR
7KH FODVVLILFDWLRQV RI ORDQV UHIOHFW D MXGJPHQW DERXW WKH ULVNV RI GHIDXOW DQG O
WR UHIOHFW WKH GHJUHH RI ULVN DQG ORVV WKDW LV EHOLHYHG WR EH LQKHUHQW LQ HDFK F
DOORFDWLRQV DUH LQFUHDVHG LQ DFFRUGDQFH ZLWK GHWHULRUDWLRQ LQ FUHGLW TXDOLW\
FUHGLW TXDOLW\ DQG D FRUUHVSRQGLQJ GHFUHDVH LQ ULVN RI ORVV

&UHGLWY UDWHG VSHFLDO PHQWLRQ VKRZ FOHDU VLJQV RI IKRDHYH D O VZ2HIXN QRQY VH ¥V QRU DAJHH
JHQHUDOO\ H[SHFW WR H[SHULHQFH VLJQLILFDQW ORVV ZLWKLQ WKH VKRUW WHUP 6XFK FUHGL
QRW DV SURPLQHQW DV FUHGLWY ZLWK D ORZHU UDWLQJ

&UHGLWY UDWHG VXEVWDQGDUG DUH WKRVH LQ ZKLFK WKH QRUPDO UHSD\PHQW RI SULQFL
GHYHORSPHQWYV RI D ILQDQFLDO PDQDJHULDO HFRQRPLF RU SROLWLFDO QDWXUH RU LPSRUW
SRVVLELOLW\ 3URPSW FRUUHFWLYH DFWLRQ LV WKHUHIRUH UHTXLUHG WR UHGXFH H[SRVXUH [
EHFRPHV PRUH OLNHO\ LQ VXFK FUHGLWY DQG D VHULRXYVY HYDOXDWLRQ RI WKH VHFRQGDU\ VX




7DEOH RI &RQWHQWYV

&UHGLWY UDWHG GRXEWIXO KDYH DOO WKH ZHDNQHVVHV LQKHUHQW LQ WKRVH UDWHG VXE
LQ IXOO RQ WKH EDVLV RI FXUUHQWO\ H[LVWLQJ IDFWV FRQGLWLRQV DQG YDOXHV KLJKO\ T:

7KH IROORZLQJ WREQWHLWOWPHRDQDHWDWLQJIJV RI RXU ORDQV KHOG IRU LQYHVWPHQW DV RI WK
$V Rl '"HFHPEHU

3DVV 6SHFOBQWLRQXEVWDQGDU®RXEWIXO 7RWDO
'ROODUV LQ WKRXVDQGV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG

J)DUPODQG a 2 a
IDPLO\ UHVLGHQWLDO
0OXOWL IDPLO\ UHVLGHQWLDO 2 2

1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO

$V Rl '"HFHPEHU
3DVV 6SHFLBQWLRXEVWDQGDU®RXEWIXO 7RWDO
'ROODUV LQ WKRXVDQGV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG

)DUPODQG 2 2 2
IDPLO\ UHVLGHQWLDO
0XOWL IDPLO\ UHVLGHQWLDO 2 2

1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU

7TRWDO

$OORZDQFH RWHRDQ /

‘H PDLQWDLQ DQ DOORZDQFH IRU ORDQ ORVVHV WKDW UHSUHVHQWY PDQDJHPHQWIV EHVW
DOORZDQFH IRU ORDQ ORVVHV ZH HVWLPDWH ORVVHV RQ VSHFLILF ORDQV RU JURXSV Rl ORD
WKH DOORZDQFH IRU ORDQ ORVVHV LV EDVHG RQ LQWHUQDOO\ DVVLJQHG ULVN FODVVLILFDWL
SRUWIROLR TXDOLW\ LQGXVWU\ FRQFHQWUDWLRQV GHOLQTXHQF\ WUHQGV FXUUHQW HFRQRF
ORVV UDWHV )RU DGGLWLRQDO GLVFXVVLRQ RI RXU PHWKRGRORJ\ SOHDVH UHIHU WR 22&ULWL

,Q FRQQHFRXBRQUHEYMWMKZ RI WKH ORDQ SRUWIROLR ZH FRQVLGHU ULVN HOHPHQWY DWWULEX)\
ORDQV 6RPH RI WKH ULVN HOHPHQWY ZH FRQVLGHU LQFOXGH

¥ IRU FRPPHUFLDO DQG LQGXVWULDO ORDQV WKH RSHUDWLQJ UHVXOWV RI WKH FRPPHUF
ILQDQFLDO DELOLW\ DQG H[SHUWLVH WKH VSHFLILF ULVNV DQG YRODWLOLW\ RI LQFRPF
PDUNHWDELOLW\ RI FROODWHUDO

f IRU FRPPHUFLDO PRUWJDJH ORDQV DQG PXOWLIDPLO\ UHVLGHQWLDO ORDQV WKH GHEW
FRPSDUHG WR ORDQ SD\PHQW UHTXLUHPHQWY RSHUDWLQJ UHVXOWY RI WKH RZQHU LQ
RI WKH FROODWHUDO DQG WKH YRODWLOLW\ RI LQFRPH SURSHUW\ YDOXH DQG IXWXUH




7DEOH RI &RQWHQWYV

¥ IRU IDPLO\ UHVLGHQWLDO PRUWJDJH ORDQV WKH ERUURZHUfVY DELOLW\ WR UHSD\ WK
LQFRPH VWDELOLW\ WKH ORDQ WR YDOXH UDWLR DQG WKH DJH FRQGLWLRQ DQG PDUN

$f IRU FRQVWUXFWLRQ ODQG GHYHORSPHQW DQG RWKHU ODQG ORDQV WKH SHUFHLYHG II
FRQVWUXFWHG IRU UHVDOH RU WKH DELOLW\ WR OHDVH SURSHUW\ FRQVWUXFWHG IRU (
DELOLW\ RI WKH GHYHORSHU DQG WKH ORDQ WR YDOXH UDWLR

$V RI '"HFHPEHU WKH DOORZDQFH IRU ORDQ ORVVHV WRWDOHG PLOOLRQ RU RI WRWDCGC
ORDQ ORVVHV WRWDOHG PLOOLRQ RU RI WRWDO ORDQV KHOG IRU LQYHVWPHQW

7KH IROORZLQJ WDEOH SUHVHQWYV DV RI DQG IRU WKH SHULRGY LQGLFDWHG DQ DQDO\VL\

$V Rl '"HFHPEHU $VRI '"HFHPEHU
'ROODUV LQ WKRXROD@QBWY LQ WKRXVD(

$YHUDJH ORDQV RXWVWDQGLQJ
*URVV ORDQV KHOG IRU LQYHVWPHQW RXWVWDQGLQJ DW HQOG RI SHULRG
$OORZDQFH IRU ORDQ ORVVHV DW EHJLQQLQJ RI SHULRG
SURYLVLRQ IRU ORDQ ORVVHV
&KDUJH RIIV
5HDO HVWDWH
&RQVWUXFWLRQ ODQG DQG IDUPODQG
5HVLGHQWLDO
1RQIDUP QRQ UHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO FKDUJH RIIV
S5HFRYHULHV
5HDO HVWDWH
&RQVWUXFWLRQ ODQG DQG IDUPODQG
5HVLGHQWLDO
1RQIDUP QRQ UHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO UHFRYHULHV
1HW FKDUJH RIIV
$OORZDQFH IRU ORDQ ORVVHYV DW HQG RI SHULRG
5DWLR RI DOORZDQFH WR HQG RI SHULRG ORDQV KHOG IRU LQYHVWPHQW
5DWLR Rl QHW FKDUJH RIIV WR DYHUDJH ORDQV

$OWKRNIKHOLHYH WKDW ZH KDYH HVWDEOLVKHG RXU DOORZDQFH IRU ORDQ ORVVHV LQ DFI
DOORZDQFH IRU ORDQ ORVVHYV ZDV DGHTXDWH WR SURYLGH IRU NQRZQ DQG LQKHUHQW ORVVH
HYDOXDWLRQV RI WKH ULVNV LQ RXU ORDQ SRUWIROLR ,I ZH H[SHULHQFH HFRQRPLF GHFOLQH\




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH VKRZV WKH DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DP
DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DV VKRZQ LQ WKH WDEOH VKRXOG QHLWK
IXWXUH SHULRGYVY ZLOO QHFHVVDULO\ RFFXU LQ WKHVH DPRXQWYV RU LQ WKH LQGLFDWHG SURS

$V Rl '"HFHPEHU $V Rl '"HFHPEHU
SHUFHQW SHUFHQW
$PRXQW WR 7JRWDO $PRXQW WR 7RWD(
"ROODUV LQ "ROODUV LQ
WKRXVDQGYV WKRXVDQGYV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
0XOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
7RWDO UHDO HVWDWH
&RPPHUFLDO
&RQVXPHU

7TRWDO DOORZDQFH IRU ORDQ ORVVHYV

6HFXULWLHYV

‘H XVH RXU VHFXULWLHYVY SRUWIROLR WR SURYLGH D VRXUFH RI OLTXLGLW\ DQ DSSURSULDYV
PHHW UHJXODWRU\ FDSLWDO UHTXLUHPHQWY $V RI '"HFHPEHU WKH FDUU\LQJ DPRXQW RI L
FRPSDUHG WR PLOOLRQ DV RI '"HFHPEHU 6HFXULWLHY UHSUHVHQWHG DQG R

2XWLQYHVWPHQW SRUWIROLR FRQVLVWY HQWLUHO\ RI VHFXULWLHYVY FODVVLILHG DV DYDLOD
XQUHDOL]HG JDLQ RU ORVV DQG DQ\JDLQ RU ORVV LV UHSRUWHG RQ DQ DIWHU WD[ EDVLV DV
VXPPDUL]H WKH DPRUWL]J]HG FRVW DQG HVWLPDWHG IDLU YDOXH RI LQYHVWPHQW VHFXULWLHYV

$V Rl '"HFHPEHU

*URVV *URVV
$PRUWL]HG 8QUHDOL]H@QUHDOL]HG
&RVW *DLQV /RVVHV  )DLODOXH

'ROODUV LQ WKRXVDQGV
8 6 JRYHUQPHQW DJHQFLHYV
&RUSRUDWH ERQGYV
OXQLFLSDO VHFXULWLHYV
ORUWJIJDJH EDFNHG VHFXULWLHYV
2WKHU VHFEXULWLHV 2

7TRWDO




7DEOH RI &RQWHQWYV

$V Rl '"HFHPEHU

*URVV *URVV
$PRUWL]HG 8QUHDOL]H@QUHDOL]HG
&RVW *DLQV /IRVVHV  )DLODOXH

"ROODUV LQ WKRXVDQGYV
8 6 JRYHUQPHQW DJHQFLHYV
&RUSRUDWH ERQGYV
OXQLFLSDO VHFXULWLHYV
ORUWJDJH EDFNHG VHFXULWLHYV
2WKHU VHEXULWLHYV 2

7TRWDO

$OORKIU PRUWJIDJH EDFNHG VHFXULWLHYVY DUH DJHQF\ VHFXULWLHY :H GR QRW KROG DQ\ )D¢(
REOLJDWLRQV FROODWHUDOL]HG ORDQ REOLJDWLRQV VWUXFWXUHG LQYHVWPHQW YHKLFOHYV
LQYHVWPHQW SRUWIROLR $V RI '"HFHPEHU WKH LQYHVWPHQW SRUWIROLR GLG QRW FRQ\

ODQDJHPHQW HYDOXDWHYV VHFXULWLHV IRU RWKHU WKDQ WHPSRUDU\ LPSDLUPHQW DW OHEL
ZDUUDQW VXFK DQ HYDOXDWLRQ

7KH IROORZLQJ WDEOH VHWYV IRUWK WKH IDLU YDOXH PDWXULWLHY DQG DSSUR[LPDWHG ZH
FRVW RI WKH VHFXULWLHV SRUWIROLR DV RI WKH GDWHV LQGLFDWHG 7KH FRQWUDFWXDO PDV

$V RI '"HFHPEHU
$IWHU 2QH <HDU
'LWKLQ 2QH EXW $IWHU )LYH <HDUV EXWHU 7HQ
<HDU LWKLQ )LYH <HDUWKLQ 7HQ <HDUV <HDUV 7RWDO
$PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG 7RWDO <LHOG
"ROODUV LQ WKRXVDQGV
8 6 JRYHUQPHQW DJHQFLHV 2 2
&RUSRUDWH ERQGV 2 2 2 2
OXQLFLSDO VHFXULWLHV
ORUWJIDJH EDFNHG VHFXULWLHV
2WKHU VHFXULWLHV 2 2 2 2 2 2

7TRWDO

$V RI '"HFHPEHU
$IWHU 2QH <HDU
LWKLQ 2QH EXW $IWHU )LYH <HDUV EXWHU 7HQ
<HDU LWKLQ J)LYH <HDUWKLQ 7HQ <HDUV <HDUV 7RWDO
$PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG 7RWDO <LHOG
'ROODUV LQ WKRXVDQGV
2

2

86 JRYHUQPHQW DJHQFLHV? a
&RUSRUDWH ERQGV 2 2 2 2
OXQLFLSDO VHFEXULWLHV

ORUWJDJH EDFNHG VHFXULWLHYV

2WKHU VHFXULWLHYV 2 2 2 2 2 2

7TRWDO




7DEOH RI &RQWHQWYV

7KH FRQWUDFWXDO PDWXULW\ RI PRUWJDJH EDFNHG VHFXULWLHV FRQUODWBEOW LIHEGL PRW R
EHFDXVH ERUURZHUV KDYH WKH ULJKW WR SUHSD\ WKHLU REOLJDWLRQV DW DQ\ WLPH ORUWJ
DPRXQWYV DQG DUH EDFNHG E\ SRROV RI PRUWJDJH ORDQV DQG RWKHU ORDQV ZLWK YDU\LQJ P
WKH DELOLW\ RI D ERUURZHU WR SUH SD\ ORQWKO\ SD\ GRZQV RQ PRUWJDJH EDFNHG VHFEXUL!
FRQWUDFWXDO PDWXULW\ 'XULQJ D SHULRG RI LQFUHDVLQJ LQWHUHVW UDWHYV IL[HG UDWH PF

FRQVHTXHQWO\ WKH DYHUDJH OLIH RI WKLV VHFXULW\ ZLOO EH OHQJWKHQHG ,I| LOWHUHVW U
VHFEXULW\ 7KH ZHLJKWHG DYHUDJH OLIH RI RXU LQYHVWPHQW SRUWIROLR ZDV \HDUV ZLWK D
$V Rl '"HFHPEHU DQG ZH GLG QRW RZQ VHFXULWLHV RI DQ\ RQH LVVXHU IRU ZKLFK DJJUF

HTXLW\ DV RI VXFK UHVSHFWLYH GDWHYV
'"HSRVLWYV

‘H RITHU D YDULHW\ RI GHSRVLW DFFRXQWY KDYLQJ D ZLGH UDQJH RI LQWHUHVW UDWHYV DQ
RQ FRPSHWLWLYH SULFLQJ SROLFLHVY FRQYHQLHQW ORFDWLRQV DQG SHUVRQDOL]JHG VHUYLFt

7TRWDO GHSRVLWY DV RZHHHAHPEHUOOLRQ DQ LQFUHDVH RI PLOOLRQ RU FRPSDUHG WE
ZDV SULPDULO\ GXH WR DQ LQFUHDVHG DZDUHQHVY DW WKH PDUNHW OHYHO WKURXJK D VSHFLI
LQWHUHVW EHDULQJ GHPDQG DFFRXQWY DQG FHUWLILFDWHYV RI GHSRVLW DQG FRQWLQXHG I}
WR DWWUDFW DQG UHWDLQ GHSRVLW FXVWRPHUY DQG WKHUHE\ FRQWLQXH GHSRVLW SHQHWU

I1RQLQWHUHVW EHDULQJ GHSRVAHVUW DV RPLOPHREHWRPSDUHG WR PLOOLRQ DV RI '"HFHPEH

$YHUDJH GHSRVLVGHGRBAHRERYBDU HQ ZHUH PLOOLRQ DQ LQFUHDVH RI PLOOLRQ RU
'HFHPEHU RI PLOOLRQ 7KH DYHUDJH UDWH SDLG RQ WRWDO LQWHUHVW EHDULQJ GHS
IRU WKH \HDU HQGHG 'HFHPEHU 7KH LQFUHDVH LQ DYHUDJH UDWHYV ZDV GULYHQ E\ L
FHUWLILFDWHYV RI GHSRVLW LQ RUGHU WR LPSURYH OLTXLGLW\ ,Q DGGLWLRQ WKH VWDELOLW
GHSRVLWV WR IRU WKH \HDU HQGHG '"HFHPEHU DQG IRU WKH \HDU HQGHG 'HFHPEHL

7KH IROORZLQJ WDEOH SUHVHQWY WKH GDLO\ DYHUDJH EDODQFHY DQG ZHLJKWHG DYHUDJ

)RU WKH <HDU (QGHG JRUNKH <HDU (QGHG

"HFHPEHU "HFHPEHU
$YHUDJH  $YHUDJH $YHUDJH  $YHUDJH
%DODQFH  5DWH %DODQFH  5DWH

"ROODUV LQ WKRXVDQG\WROODUV LQ WKRX"
,OWHUHVW EHDULQJ GHPDQG DFFRXQWYV
1HJRWLDEOH RUGHU RI ZLWKGUDZDO 212:° DFFRXQWYV
/LPLWHG DFFHVV PRQH\ PDUNHW DFFRXQWYVY DQG VDYLQJV
&HUWLILFDWHY DQG RWNKHU WLPH GHSRVLWYV !
&HUWLILFDWHY DQG RWNKHU WLPH GHSRVLWYV

7RWDO LQWHUHVW EHDULQJ GHSRVLWYV

1RQLQWHUHVW EHDULQJ GHPDQG DFFRXQWV

7TRWDO GHSRVLWYV




7DEOH RI &RQWHQWYV
7KH UDWLR RI DYHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWYV WRDD}GIUDIZADWRWDDQGHSRVUW
7KH IROORZLQJ WDEOH VHWV IRUWK WKH JVHDX\HY RMKBPUWLILFBPWMIVPR | UGIHOR QLW JWKICQODW. @ P I
$V RI $V RI

'"HFHPEHU '"HFHPEHU
"ROODUV LQ WKRXVDQGYV

\HDU RU OHVV

ORUH WKDQ \HDU EXW OHVV WKDQ \HDUV

\HDUV RU PRUH EXW OHVV WKDQ \HDUV

\HDUV RU PRUH 2 2
7RWDO

%RUURZLQJV

‘H XWLOL]JH VKRUW WHUP DQG ORQJ WHUP ERUURZLQJV WR VXSSOHPHQW GHSRVLWV WR IXQ
SHULRGLFDOO\ UHSXUFKDVH RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN DQG IRU JHQHUDO

)+ % DGYDQRKH Y+/% DOORZV XV WR ERUURZ RQ D EODQNHW IORDWLQJ OLHQ VWDWXV FROODW
WRWDO ERUURZLQJ FDSDFLW\ RI PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ ZDV DYDLODE!
RXWVWDQGLQJ ZLWK D ZHLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH RI DV RI " HFHPEHU
ILYH \HDUV :H XWLOL]H WKHVH ERUURZLQJY WR PHHW OLTXLGLW\ QHHGY DQG WR IXQG FHUWDL

$V D UHVXOW Rl WKHZAHDODYNXZH® WVEKHER XWVWDQGLQJ )+/% DGYDQFHV RI $PHULFDQ *DWHZD)\
DFTXLVLWLRQ ZKLFK WRWDOHG PLOOLRQ UHVXOWLQJ LQ D PDUNHW YDOXH DGMXVWPHQW R
LQWHUHVW H[SHQVH RQ ERUURZLQJV

7KH IROORZLQJ ROE QH/ % ERWHJQREVQJIYV DW WKH GDWHV LQGLFDWHG

)+/%
$GYDQFHV
'ROODUV LQ

7KRXVDQGYV

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU




7DEOH RI &RQWHQWYV

YLUVW 1DWLRQDG)%h% VROV WBH Q R 2DGHHBOFHPE H U ZH ERUURZHG PLOOLRQ IURP )1%%
7KLV DGYDQFH LV GXH LQ QLQH DQQXDO SULQFLSDO SD\PHQWV RI EHJLQQLQJ RQ 6HSWHPI
6HSWHPEHU 7KLV DGYDQFH LV VHFXUHG E\ D SOHGJH RI DQG VHFXULW\ LQWHUHVW LQ W
RXWVWDQGLQJ ZDV PLOOLRQ DQG PLOOLRQ DW 'HFHPEHU DQG UHVSHFWLYHO\ 7
7KH UDWH ZDV DQG DW 'HFHPEHU DQG UHVSHFWLYHO\ DQG DGMXVWV EDVHG
IRU WKH SXUSRVH RI SD\LQJ RIl WKH UHYROYLQJ OLQH RI FUHGLW ZLWK JLUVW 7HQQHVVHH %D!

7KH IROORZLQJ WDEO D BQ H WHQUWPVDWKRID QF%H% DW WKH GDWHYV LQGLFDWHG

)1%%
/RQJ 7THUP
$GYDQFHV
"ROODUV LQ
7KRXVDQGYV
"HEFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU
‘"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU
)1%% UHYROYLQI%D% YOIORZW XV WR ERUURZ RQ D UHYROYLQJ EDVLV XS WR PLOOLRQ 7K
SOHGJH RI DQG VHFXULW\ LQWHUHVW LQ WKH FRPPRQ VWRFN RI RXU ZKROO\ RZQHG VXEVLGLDL
DQG 7KLV OLQH RI FUHGLW EHDUV D YDULDEOH LQWHUHVW HTXDO WR WKH :DOO 6WUHH
UHVSHFWLYHO\ DQG DGMXVWV EDVHG RQ FKDQJHV LQ WKH LQGH[ UDWH 7KLV )1%% OLQH PDWX
RQ WKH VDPH WHUPV DQG ZLOO PDWXUH RQ 6HSWHPEHU 7KLV )1%% OLQH ZDV HVWDEOLYV

VKDUHKROGHUY DQG IRU JHQHUDO FRUSRUDWH SXUSRVHV

7KH IROORZLQJ WDEON KRIWHW HVQNUW/P WKHY p10FkV DW WKH GDWHYV LQGLFDWHG

Y1% %
6 KR OMUP
$GYDQFHV
"ROODUV LQ
7KRXVDQGYV

'"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG
‘HLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH DW \HDU HQG
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU




7DEOH RI &RQWHQWYV
&RUUHVSRQGHQW %DQN )HGHUDO )XQGV 3XUFKDVHG 5HODWLRQVKLSV
‘H PDLQWDLQ )HGHUDO )XQGV 3XUFKDVHG 5HODWLRQVKLSV ZLWK WKH IROORZLQJ ILQDQFLDO

'ROODUV LQ
7KRXVDQGYV
)1%%

7KH ,QGHSHQGHRAMQBMDQNHU
&RPSDVV %DQN

)71

6HUYLV)LUVW %DQN
&HQWHU 6WDWH %DQN




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH UHSUHVHQWY FRPELQHG )WEHUGDWNKQ G GXEBFWBH\WGHG IRU DOO UHOD
YHG )XQGV

3XUFKDVHG
'ROODUV LQ

7KRXVDQGYV
‘"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG 2
HLJKWHG DYHUDJH LQWHUHVW UDWH DW \HDU HQG 2
OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU 2
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU
‘"HFHPEHU
$PRXQW RXWVWDQGLQJ DW \HDU HQG 2
“HLJKWHG DYHUDJH LQWHUHVW UDWH DW \HDU HQG 2

OD[LPXP PRQWK HQG EDODQFH GXULQJ WKH \HDU
$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
‘HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV

/ILTXLGLW\

ILTXLGLW\RXQY PEYBOYW\ WR XWLOL]H IXQGV WR VXSSRUW DVVHW JURZWK DQG DFTXLVLWLR
WR PDLQWDLQ UHVHUYH UHTXLUHPHQWY DQG RWKHUZLVH WR RSHUDWH RQ DQ RQJRLQJ EDVLYV
QHHGV ZHUH SULPDULO\ PHW E\ FRUH GHSRVLWV VHFXULW\ DQG ORDQ PDWXULWLHY DQG DPR
IXQGV IURP FRUUHVSRQGHQW EDQNY DQG RYHUQLJKW DGYDQFHV IURP WKH )+/% DQG RXU )1%Y%
RI LQYHVWPHQW RSSRUWXQLWLHYVY ZH GR QRW JHQHUDOO\ UHO\ RQ WKHVH H[WHUQDO IXQGLQJ"
FRPPHUFLDO EDQNV ZKLFK SURYLGH IRU H{WHQVLRQV Rl FUHGLW ZLWK DQ DYDLODELOLW\ WR ERI

UHVSHFWLYHO\ 7KHUH ZHUH QR IXQGV XQGHU WKHVH OLQHV RI FUHGLW RXWVWDQGLQJ DV




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH LOOXVWUDWHYV RXXW LRQ G\LKH S/HRXLURFGHIW DUHE MCKWHBY MUKIHI R LD \RV H W V
SHUFHQWDJH RI DYHUDJH WRWDO DVVHWYV IRU WKH SHULRG LQGLFDWHG $YHUDJH DVVHWV WRW

)RUNKH <HDU (QGRGNKH <HDU (QGH(
"HFHPEHU "HFHPEHU

6RXUFHVY RI )XQGV

'"HSRVLWV
1RQLQWHUHVW EHDULQJ
,QWHUHVW EHDULQJ

$GYDQFHV IURP )+/%

2WKHU ERUURZLQJV

2WKHU OLDELOLWLHYV

6 K D U H KIR B XL

7TRWDO

8VHV RI )XQGYV
/RDQV
6HFXULWLHY DYDLODEOH IRU VDOH
,QWHUHVW EHDULQJ GHSRVLWV LQ RWKHU EDQNV
2WKHU QRQLQWHUHVW HDUQLQJ DVVHWYV
7RWDO
$YHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWY WR DYHUDJH GHSRVLWYV
$YHUDJH ORDQV WR DYHUDJH GHSRVLWYV

2XWULPDU\ VRXUFH RI IXQGV LV GHSRVLWY DQG RXU SULPDU\ XVH RI IXQGV LV ORDQV :H

IRUHVHHDEOH IXWXUH 2XU DYHUDJH ORDQV LQFUHDVHG IRU WKH \HDU HQGHG 'HFHPEHU
LQ RYHUQLJKW GHSRVLWV ZLWK WKH )HGHUDO 5HVHUYH VHFXULWLHY LQWHUHVW EHDULQJ G
2XU VHFXULWLHV SRUWIROLR KDG D ZHLJKWHG DYHUDJH OLIH RI \HDUV DQG DQ HIIHFWLYH G:
\HDUV DQG DQ HIIHFWLYH GXUDWLRQ RI PRQWKY DV RI '"HFHPEHU

$V Rl '"HFHPEHU ZH KDG RXWVWDQGLQJ PLOOLRQ LQ FRPPLWPHQWY WR H[WHQG FUHGLW
DQG FRPPHUFLDO OHWWHUV RI FUHGLW $V RI '"HFHPEHU ZH KDG RXWVWDQGLQJ PLOOI

ZLWK RXWVWDQGLQJ VWDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW %HFDXVH FRPPLWPHQW
WRWDO RXWVWDQGLQJ PD\ QRW QHFHVVDULO\ UHIOHFW WKH DFWXDO IXWXUH FDVK IXQGLQJ U

$V Rl '"HFHPEHU ZH KDG QR H[SRVXUH WR IXWXUH FDVK UHTXLUHPHQWY DVVRFLDWHG ZLWK
RXU DFTXLVLWLRQ RI 0%, $V RI '"HFHPEHU ZH KDG FDVK DQG FDVK HTXLYDOHQWYV RI

&DSLWDO 5HVRXUFHV

7TRWIDDDUKMKROGHUVY HTXLW\ LQFUHDVHG WR PLOOLRQ DV RI '"HFHPEHU FRPSDUHG WER
7KLV LQFUHDVH ZDV SULPDULO\ WKH UHVXOW RI WKH PLOOLRQ QHW SURFHHGYV UDLVHG |
QHW RI WKH IXQGY UHWXUQHG WR RXU VKDUHKROGHUV WKURXJK TXDUWHUO\ GLYLGHQGV

‘H FRPPHQFHG WKH SD\PHQW RI TXDUWHUO\ GLYLGHQGV LQ WKH VHFRQFELD® BBIHWHRURDQFHE
%RDUG RI 'LUHFWRUV WKH 3 %RDUG" GHFODUHG D TXDUWHUO\ GLYLGHQG EDVHG XSRQ RXU ILQEL
SHU VKDUH WR WKH FRPPRQ VKDUHKROGHUYV RI UHFRUG DV RI )J)HEUXDU\ 7KH GLYLGHQG Z




7DEOH RI &RQWHQWYV

7KH GHFODUDWLRQ DQG SD\PHQW RI GLYLGHQGV WR RXU VWRUWHKHR GEMBVHDYVRZH KO \B K HVHK F
UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ FDSLWDO OHYHOV FDVK UHTXLUHPHQWYV
RXU DELOLW\ WR SD\ GLYLGHQGV LV ODUJHO\ GHSHQGHQW XSRQ WKH UHFHLSW RI GLYLGHQGV
DQG SD\ DQ\ GLYLGHQGV WR RXU VKDUHKROGHUYV

&DSLWDO PDQIVIWRHQRI FFRURYLGLQJ HTXLW\ WR VXSSRUW FXUUHQW DQG IXWXUH RSHUDWLR
LOVWLWXWLRQYV ILQDQFLDO VRXQGQHVV $V D JHQHUDO PDWWHU )',& LQVXUHG GHSRVLWRU\ L
WKH DPRXQW DQG W\SHV Rl DVVHWV WKH\ KROG :H DUH VXEMHFW WR UHJXODWRU\ FDSLWDO U
DQG ZH DQG %XVLQHVV )LUVW %DQN ZHUH LQ FRPSOLDQFH ZLWK DOO DSSOLFDEOH UHJXODV
IRU SXUSRVHV RI WKH SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV $V ZH HPSOR\ RXU FDSLW
GHSHQGLQJ RQ RXU OHYHO RI HDUQLQJV +RZHYHU ZH H[SHFW WR PRQLWRU DQG FRQWURO RX!
WR XV

7KH IROORZLQJ WDEOH SUHVHQWY WKH DFWXDO FDSLWDO DPRXQWY DQG UHJXODWRU\ FDSI
$VRI '"HFHPEHU $VRI '"HFHPEHU

$PRXQW 5DWLR $PRXQW 5DWLR
'ROODUV LQ WKRXVDQGYV

%XVLQHVYV )LUVW %DQFVKDUHV ,QF

7TRWDO FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWV

&RPPRQ (TXLW\ 7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV
7LHU /IHYHUDJHG FDSLWDO WR DYHUDJH DVVHWYV

%XVLQHVV )LUVW %DQN

7RWDO FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV

&RPPRQ (TXLW\ 7LHU FDSLWDO WR ULVN ZHLJKWHG DVVHWYV
7LHU /HYHUDJHG FDSLWDO WR DYHUDJH DVVHWYV

/IRQJ 7THUP 'HEW

JRU LQIRUPDWLRQ RQ RXU ERUURZLQJV IURP )1%% SOHDVH UHIHU WR 3%RUURZLQJV’




7DEOH RI &RQWHQWYV
&RQWUDFWXDO 2EOLJDWLRQV

7KH IROORZLQJ WWDEGRWNPFWXIDE REOLIJDWLRQV DQG RWKHU FRPPLWPHQWY WR PDNH IXWXU
GHSRVLW REOLJDWLRQV ZKLFK FRQVLVW RI IXWXUH FDVK SD\PHQWYV DVVRFLDWHG ZLWK RXU
ERUURZLQJVY DQG QRQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHYV 3D\PHQWVY UHODWHG WR O}
)+/% WRWDOHG DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ DV RI '"HFHPEHU DQG UH"'
FROODWHUDOL]J]HG E\ D EODQNHW IORDWLQJ OLHQ RQ FHUWDLQ VHFXULWLHY DQG ORDQV KDG LC
WKURXJK 7KH DGYDQFH XQGHU WKH )1%% ORQJ WHUP ERUURZLQJ WRWDOHG PLOOLRQ
VHFXUHG E\ D SOHGJH RI DQG VHFXULW\ LQWHUHVW LQ WKH FRPPRQ VWRFN RI RXU ZKROO\ RZ(
DW '"HFHPEHU DQG UHVSHFWLYHO\ DQG PDWXULQJ LQ ‘H DOVR KDG D OLQH RI F
DQG 7KLV OLQH RI FUHGLW ZDV VHFXUHG E\ D SOHGJH RI DQG VHFXULW\ LQWHUHVW L
LQWHUHVW DW D YDULDEOH UDWH RI DQG DW '"HFHPEHU DQG UHVSHFWLYHO\ 7
IRUD RQH \HDU WHUP WR PDWXUH RQ 6HSWHPEHU

$V RI '"HFHPEHU
ORUMVKDQ \HDUV RU
\HDU EXW ORMR/WH EXW OHVW DUV
\HDU RU OMMM Q \HDUDWKDQ \HDUWU PRUH 7TRWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHYV
7LPH GHSRVLWYV

$GYDQFHV IURP )+/% 2 2
$GYDQFHV®%®YWRP )1
6HFXULWLHY VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH 2 d 2
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW 2 2
&RPPLWPHQWY WR H[WHQG FUHGLW

7TRWDO

$V Rl '"HFHPEHU
ORUMKDQ \HDUV RU
\HDU EXW OMRWH EXW OHVMW DUV
\HDU RU OMMMQ \HDUWKDQ \HDUWU PRUH 7RWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV
7LPH GHSRVLWYV

$GYDQFHV IURP )+/% 2 2
$GYDQFHV IURP )1%%
6HFXULWLHY VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH 2 2 2
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW 2
&RPPLWPHQWY WR H[WHQG FUHGLW

7RWDO

21l %DODQFH 6KHHW ,WHPV

,QWKH QRUPDO FRXUVH RI EXVLQHVV ZH HQWHU LQWR YDULRXV WUDQVDFWLRQV ZKLFK LQ
LQ RXU FRQVROLGDWHG EDODQFH VKHHWY :H HQWHU LQWR WKHVH WUDQVDFWLRQV WR PHHW
FUHGLW DQG VWDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW ZKLFK LQYROYH WR YDU\LQJ GH
WKH FRQVROLGDWHG EDODQFH VKHHWYV

2XFRPPLWPHQWY DVVRFLDWHG ZLWK RXWVWDQGLQJ VWDQGE\ DQG FRPPHUFLDO OHWWHUV
DUH VXPPDUL]HG EHORZ %HFDXVH FRPPLWPHQWY DVVRFLDWHG ZLWK OHWWHUV RI FUHGLW DQ¢
UHIOHFW WKH DFWXDO IXWXUH FDVK IXQGLQJ UHTXLUHPHQWYV

$V Rl '"HFHPEHU
ORUMKDQ \HDUV RU
\HDU EXW OMRWH EXW OHVWMW DUV
\HDU RU OMMAMQ \HDUWKDQ \HDUWU PRUH 7RWDO
'ROODUV LQ WKRXVDQGV
2

2

6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW
&RPPLWPHQWY WR H[WHQG FUHGLW
7RWDO




7DEOH RI &RQWHQWYV

$V Rl '"HFHPEHU

ORUMVKDQ \HDUV RU
\HDU EXW OPMRWH EXW OHVW DUV
\HDU RU OMMMQ \HDUWKDQ \HDUWU PRUH 7TRWDO
'ROODUV LQ WKRXVDQGV
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW 2
&RPPLWPHQWY WR H[WHQG FUHGLW
7RWDO

6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHXG/LW R UK DRRDQGA MH. RAQKTHO SFHRPI RIUWP P ID® W \R L DV EKK\E
QRQSHUIRUPDQFH E\ WKH FXVWRPHU ZH KDYH ULJKWV WR WKH XQGHUO\LQJ FROODWHUDO ZKL
FDVK DQG RU PDUNHWDEOH VHFXULWLHYV 7KH FUHGLW ULVN WR XV LQ LVVXLQJ OHWWHUV RI FI

&RPPLWPHQWY WR H{WHQG FUHGLW DUH DJUHHPHQWY WR OHQG WR D FXVWRPHU DV ORQJ D
JHQHUDOO\ KDYH IL[HG H[SLUDWLRQ GDWHV RU RWKHU 9%HRIPA\QHD WDh R Q RFIOW KN HA\R PRGN P BI\QWH/T R U
IXOO\ GUDZQ XSRQ WKH WRWDO FRPPLWPHQW DPRXQWY GLVFORVHG DERYH GR QRW QHFHVVD
D FDVH E\ FDVH EDVLV 7KH DPRXQW RI FROODWHUDO REWDLQHG LI FRQVLGHUHG QHFHVVDU\
FXVWRPHU

,QWHUHVW 5DWH 6HQVLWLYLW\ DQG ODUNHW 5LVN

$V D ILQDQFLDROXUQS/AW.IPMB XWERBSRQHQW RI PDUNHW ULVN LV LQWHUHVW UDWH YRODWLOLW\
WKH JXLGHOLQHV IRU HIIHFWLYH IXQGY PDQDJHPHQW DQG ZH KDYH HVWDEOLVKHG D PHDVXUH
VHQVLWLYLW\ SRVLWLRQ ZLWKLQ RXU HVWDEOLVKHG JXLGHOLQHV

JOXFWXDWLRQV LQ LQWHUHVW UDWHYV ZLOO XOWLPDWHO\ LPEDEW \E\RHWKY WIQHE GCHYDHEQ. GRU WL IOHR\F
LQWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHVY RWKHU WKDQ WKRVH Zk
IXWXUH LQWHUHVW UDWH FKDQJHV 7KHVH HFRQRPLF ORVVHV FDQ EH UHIOHFWHG DV D ORVV }
PHDVXUH WKH HIIHFW RQ QHW LQWHUHVW LQFRPH DQG WR DGMXVW WKH EDODQFH VKHHW WR PL

‘H PDQDJH RXU H[SRVXUH WR LQWHUHVW UDWHYV E\ VWUXFWXULQJ RXU EDODQFH VKHHW L(
GHULYDWLYHV LQWHUHVW UDWH VZDSV ILQDQFLDO RSWLRQV ILQDQFLDO IXWXUHV FRQWUDF!
QDWXUH RI RXU RSHUDWLRQV ZH DUH QRW VXEMHFW WR IRUHLJQ H[FKDQJH RU FRPPRGLW\ SU

2XH[SRVXUH WR LOWHUHVW UDWH ULVN LV PDQDJHG E\ WKH DVVHW OLDELOLW\ FRPPLWWHH
7KH FRPPLWWHH IRUPXODWHY VWUDWHILHY EDVHG RQ DSSURSULDWH OHYHOV RI LQWHUHVW UI
LPSDFW RQ HDUQLQJY DQG FDSLWDO RI WKH FXUUHQW RXWORRN RQ LQWHUHVW UDWHYV SRWH
IDFWRUV 7KH FRPPLWWHH PHHWY UHJXODUO\ WR UHYLHZ DPRQJ RWKHU WKLQJV WKH VHQVLV
DQG OLDELOLWLHYV XQUHDOL]JHG JDLQV DQG ORVVHV SXUFKDVH DQG VDOH DFWLYLWLHV FRPP
FRPPLWWHH UHYLHZV OLTXLGLW\ FDVK IORZ IOH[LELOLW\ PDWXULWLHV RI GHSRVLWY DQG FRQ
LOQWHUHVW UDWH ULVN ZKLFK LQFOXGH DQ DQDO\VLV RI UHODWLRQVKLSY EHWZHHQ LQWHUHVVW




7DEOH RI &RQWHQWYV

‘H XVH LQWHUHVW UDWH ULVN VLPXODWLRQ PRGHOV DQG VKRFN DQDO\VLVY WR WHVW WKH L
FKDQJHV LQ LQWHUHVW UDWHV RQ RWKHU ILQDQFLDO PHWULFV &RQWUDFWXDO PDWXULWLHYV |
DVVXPSWLRQV PDWXULW\ GDWD DQG FDOO RSWLRQV ZLWKLQ WKH LQYHVWPHQW SRUWIROLR
DVVXPSWLRQV DQG DUH DOVR LQFRUSRUDWHG LQWR WKH PRGHO ORGHO DVVXPSWLRQV DUH U
DUH LQKHUHQWO\ XQFHUWDLQ DQG DV D UHVXOW WKH PRGHO FDQQRW SUHFLVHO\ PHDVXUH I
RQ QHW LQWHUHVW LQFRPH $FWXDO UHVXOWYV ZLOO GLIIHU IURP WKH PRGHOTV VLPXODWHG Ul
PDUNHW FRQGLWLRQV DQG WKH DSSOLFDWLRQ DQG WLPLQJ RI YDULRXVY PDQDJHPHQW VWUDWH

2Q DW OHDVW DZIXDXY® HWAR ¥DVWXUDWLRQ PRGHOV LQFOXGLQJ D VWDWLF EDODQFH VKHHW
LOQWHUHVW LQFRPH DQG IDLU YDOXH RI HTXLW\ IURP FKDQJHV LQ PDUNHW LQWHUHVW UDWHV X
LOQVWDQWDQHRXVO\ EDVHG XSRQ SDUDOOHO DQG QRQ SDUDOOHO \LHOG FXUYH VKLIWYV 3DUDC
IODW \LHOG FXUYH VFHQDULR 1RQ SDUDOOHO VLPXODWLRQ LQYROYHY DQDO\VLV RI LQWHUHV\
UHJDUGLQJ LQWHUQDO UDWH ULVN VLPXODWLRQV FXUUHQWO\ VSHFLILHV WKDW IRU LQVWDQWI

SHULRG VKRXOG QRW GHFOLQH E\ PRUH WKDQ IRU D EDVLV SRLQW VKLIW IRU D EDV
LOQWHUHVW UDWH VLPXODWLRQV FXUUHQWO\ VSHFLILHVY WKDW IRU LQVWDQWDQHRXY SDUDOOH
VKRXOG QRW GHFOLQH E\ PRUH WKDQ IRU D EDVLV SRLQW VKLIW IRU D EDVLV SR

7KH IROORZLQJ WDEOH VXPPDUL]JHV WKH VLPXODWHG FKDQJH LQ QHW LQWHUHVW LQFRPH D(

$V RI '"HFHPEHU $VRI '"HFHPEHU
SHUFBRDOQJH 3HUFBRQJH SHUFBRDOQJH SHUFBRDQJH
&KDQJH LQ ,QWHUHVW LQ 1HW ,QWHUHVWQ )DLU 9DOXH RI LQ 1HW ,QWHUHM\M )DLU 9DOXH
5DWHV %DVLV 3RLQWYV ,QFRPH (TXLW\ ,QFRPH (TXLW\

%DVH

7KH UHVXOWY DUNWRHLPDODQF KB XMMKMHRW PL[ DQG EHKDYLRU RI GHPDQG PRQH\ PDUNHW DQG
WKDW KLVWRULFDOO\ LQWHUHVW UDWHV RQ WKHVH GHSRVLWY FKDQJH PRUH VORZO\ WKDQ |
VLPXODWLRQ PRGHO DQG LV JHQHUDOO\ QRW IXOO\ UHIOHFWHG LQ D JDS DQDO\VLV 7KH DVVXI
FDQQRW SUHFLVHO\ PHDVXUH IXWXUH QHW LQWHUHVW LQFRPH RU SUHFLVHO\ SUHGLFW WKH LP
IURP WKH PRGHOfV VLPXODWHG UHVXOWYV GXH WR WLPLQJ PDJQLWXGH DQG IUHTXHQF\ RI LQW
Rl YDULRXV VWUDWHILHYV

,PSDFW RI ,QIODWLRQ

2XFRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHYV LQFOXGHG HOVHZKHUF
PHDVXUHPHQW RI ILQDQFLDO SRVLWLRQ DQG RSHUDWLQJ UHVXOWY LQ WHUPV RI KLVWRULFDO
RU UHFHVVLRQ

8QOLNH PDQ\ LQGXVWULDO FRR$D @L\HAM WX DVOAGD Q MOLBDLAODAWOLGI® BIUH PRQHWDU\N LQ QDWXUH §
SHUIRUPDQFH WKDQ WKH HIIHFWV RI JHQHUDO OHYHOV RI LQIODWLRQ ,QWHUHVW UDWHV PD\ (
DQG VHUYLFHY +RZHYHU RWKHU RSHUDWLQJ H[SHQVHV GR UHIOHFW JHQHUDO OHYHOV RI LQIC




7DEOH RI &RQWHQWYV
1RQ *$$3 )LQDQFLDO OHDVXUHV

2XDWDFFRXQWLQJ DQG UHSRUWLQJ SROLFLHV FRQIRUP WR *$$3 DQG WKH SUHYDLOLQJ SUDFW
FHUWDLQ DGGLWLRQDO QRQ *$$3 ILQDQFLDO PHDVXUHV :H FODVVLI\ D ILQDQFLDO PHDVXUH DV
DPRXQWYVY RU LV VXEMHFW WR DGMXVWPHQWYV WKDW KDYH WKH HIIHFW RI H[FOXGLQJ RU LQFO:
FRPSDUDEOH PHDVXUH FDOFXODWHG DQG SUHVHQWHG LQ DFFRUGDQFH ZLWK *$$3 DV LQ HIIHFV
VWDWHPHQWY RI FDVK IORZV 1RQ *$%$3 ILQDQFLDO PHDVXUHV GR QRW LQFOXGH RSHUDWLQJ D
H[FOXVLYHO\ HLWKHU ILQDQFLDO PHDVXUHVY FDOFXODWHG LQ DFFRUGDQFH ZLWK *$$3 RSHUDW

7KH QRQ *$$3 ILQDQFLDHD RIHMAXMIHYV KREKDW QRW EH FRQVLGHUHG LQ LVRODWLRQ RU DV D V.
PHDVXUHV FDOFXODWHG LQ DFFRUGDQFH ZLWK *$$3 ORUHRYHU WKH PDQQHU LQ ZKLFK ZH FDOF
UHSRUWLQJ PHDVXUHV ZLWK VLPLODU QDPHV <RX VKRXOG XQGHUVWDQG KRZ VXFK RWKHU EDQ
QRQ *$$3 ILQDQFLDO PHDVXUHV ZH KDYH GLVFXVVHG LQ WKLV VWDWHPHQW ZKHQ FRPSDULQJ V

7DQJLEOH %RRN 9DOXH BHQIJRROPRRERBKDWIHOXH SHU FRPPRQ VKDUH LV D QRQ *$$3 PHDVXUH
EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV :H FDOFXODWH WDQJLEOH FRPPRQ HT!:
DVVHWY QHW RI DFFXPXODWHG DPRUWL]DWLRQ DQG WDQJLEOH ERRN YDOXH SHU FRPPRQ
PRVW GLUHFWO\ FRPSDUDEOH *$$3 ILQDQFLDO PHDVXUH IRU WDQJLEOH ERRN YDOXH SHU FRPPR

‘H EHOLHYH WKLV PHDVXUH LV LPSRUWDQW WR PDQ\ LQYHVWRUYV LQ WKH PDUNHWSODFH ZKH}
H[FOXVLYH RI FKDQJHV LQ LQWDQJLEOH DVVHWV *RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV

7KH IROOWMODAH@QH UHFRQFLOHYVY DV RI WKH GDWHV VHW IRUWK EHORZ WRWDO VKDUHKROGHU\
VKDUH FRPSDUHG WR ERRN YDOXH SHU FRPPRQ VKDUH

$V Rl '"HFHPEHU

'ROODUV LQ WKRXVDQGV H[FHSW SH
7DQJLEOH &RPPRQ (TXLW\
7TRWDO VKB WHIKRYGHUYV
$GMXVWPHQWYV
*RRGZLOO 2
&RUH GHSRVLW DQG RWKHU LQWDQJLEOHYV 2

7TRWDO WDQJLEOH FRPPRQ HTXLW\

&RPPRQ VKDUHVY RXWVWDQGLQJ
%RRN YDOXH SHU FRPPRQ VKDUH
7DQJLEOH ERRN YDOXH SHU FRPPRQ VKDUH

([FOXGHV WKH GLOXWLYH HIIHFW LI DQ\ RI DQG VKDUHV RI FRPPF
ZDUUDQWY DV RI '"HFHPEHU '"HFHPEHU '"HFHPEHU DQG '"HFHPEHU UHVS




7DEOH Rl &RQWHQWYV

7DQJLEOH &RPPRQ (TXLW\7WRJILEQH. ERPAPRQ HWXLW\ WR WDQJLEOH DVVHWV LV D QRQ *$$3
LQYHVWPHQW EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV :H FDOFXODWH WDQJLEOH
GHSRVLW LQWDQJLEOH DQG RWKHU LQWDQJLEOH DVVHWVY QHW RI DFFXPXODWHG DPRUWL]DWLE
WDQJLEOH DVVHWV LV WRWDO FRPPRQ VKDUHKROGHUVYT HTXLW\ WR WRWDO DVVHWYV

:H EHOLHYH WKLV PHDVXUH LV LPSRUWDQW WR PDQ\ LQYHVWRUYV LQ WKH PDUNHWSODFH ZKH}
WRWDO DVVHWY HDFK H[FOXVLYH RI FKDQJHV LQ LQWDQJLEOH DVVHWV *RRGZLOO DQG RWKH
ZKLOH QRW LQFUHDVLQJ RXU WDQJLEOH FRPPRQ HTXLW\ RU WDQJLEOH DVVHWYV

7KH IROORZLQJ WDEOH UHFRQFLOHV RNUHKWRIOK IGDWIHN TKH W \I| *’MRWW CEHIO.ED HWHRRRWPP® Y HT XLV

$V RI '"HFHPEHU

'ROODUV LQ WKRXVDQGYV H[FHSW SHI
7DQJLEOH &RPPRQ (TXLW\
7TRWDO VKB WHIKRYGHUYV
$GMXVWPHQWYV
*RRGZLOO 2
&RUH GHSRVLW DQG RWKHU LQWDQJLEOHV 2
7TRWDO WDQJLEOH FRPPRQ HTXLW\
7DQJLEOH $VVHWYV
7TRWDO DVVHWYV
$GMXVWPHQWYV
*RRGZLOO 2
&RUH GHSRVLW DQG RWKHU LQWDQJLEOHV 3
7TRWDO WDQJLEOH DVVHWYV
&RPPRQ (TXLW\$NK ARVWD O
7DQJLEOH &RPPRQ (TXLW\ WR 7DQJLEOH $VVHWYV

&ULWLFDO $FFRXQWLQJ 3ROLFLHYV

2XFRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG LQ DFFRUGDQFH ZLWK DFFRX!
ZLWKLQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ $SSOLFDWLRQ RI WKHVH SULQFLSOHV UHTXLUH?
ILOQODQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ QRWHV :H EDVH RXU HVWLPDWHYV RQ KLVWRULF
FXUUHQW FLUFXPVWDQFHY 7KHVH DVVXPSWLRQV IRUP WKH EDVLV IRU RXU MXGJPHQWY DERXV
LQGHSHQGHQW REMHFWLYH VRXUFHVY ‘H HYDOXDWH RXU HVWLPDWHYV RQ DQ RQJRLQJ EDVLV
$FWXDO UHVXOWYV PD\ GLIIHU IURP WKHVH HVWLPDWHYV

‘H KDYH LGHQWLILHG WKH IROORZLQJ DFFRXQWLQJ SROLFLHY DQG HVWLPDWHYV WKDW GXH
SROLFLHVY DQG HVWLPDWHY DQG WKH SRWHQWLDO VHQVLWLYLW\ RI RXU ILQDQFLDO VWDWHPH
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV :H EHOLHYH WKDW WKH MXGJPHQWY HVWLPDWHYV

,QYHVWPHQW 6HFXULWLHV
6HFXULWLHYVY DUH FODVVLILHG DV KHOG WR PDWXULW\ DQG FDUULHG DW DPRUWL]JHG FRVW Z

WR EH KHOG IRU LQGHILQLWH SHULRGV RI WLPH DUH FODVVLILHG DV DYDLODEOH IRU VDOH DQC
FRPSUHKHQVLYH LQFRPH QHW RI WD[ ODQDJHPHQW GHWHUPLQHY WKH DSSURSULDWH FODVVLI




7DEOH RI &RQWHQWYV

L, QWHUHVW LQFRPH LQFOXGHYVY DPRUWL]DWLRQ RI SXUFKDVH SUHPLXPV DQG GLVFRXQWV 5H
UHODWHG GHFOLQHV LQ WKH IDLU YDOXH RI KHOG WR PDWXULW\ DQG DYDLODEOH IRU VDOH VH
UHDOL]J]HG ORVVHV ZLWK WKH UHPDLQLQJ XQUHDOL]JHG ORVV UHFRJQL]JHG DV D FRPSRQHQW RI
PDQDJHPHQW FRQVLGHUV \DRR@HRWKK WRMWWLRHEIWOQIG WKH H[WHQW WR ZKLFK WKH IDLU YDOXH |
SURVSHFWV RI WKH LVVXHU DQG LLL WKH LQWHQW DQG DELOLW\ RI XV WR UHWDLQ RXU LQYH
YDOXH

/IRDQV DQG $OORZDQFH IRU /RDQ /RVVHYV

/RDQV H[FOXGLQJ FHUWDLQ SXUFKDVHG ORDQV ZKLFK KDYH VKRZQ HYLGHQFH RI GHWHULF
LQWHQW DQG DELOLW\ WR KROG IRU WKH IRUHVHHDEOH IXWXUH RU XQWLO PDWXULW\ RU SD\ R
IRU ORDQ ORVVHV ,QWHUHVW RQ ORDQV LV UHFRJQL]HG XVLQJ WKH VLPSOH LQWHUHVW PHWK
RULJLQDWLQJ Rl ORDQV DQG FHUWDLQ GLUHFW ORDQ RULJLQDWLRQ FRVWY DUH QHWWHG DQGC

/RDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXH
OLYHV RI WKH ORDQV DQG WKHUHIRUH QR FRUUHVSRQGLQJ DOORZDQFH IRU ORDQ ORVVHV L'
UHTXLUHG DOORZDQFH IRU ORDQ ORVVHV IRU DFTXLUHG ORDQV QRW GHHPHG FUHGLW LPSDLUF
WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHPDLQLQJ XQDFFUHWHG SX!
GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK DPRXQW

&HUWDLQ DFTXLUHG LPSDLUHG ORDQV ZKHUH WKHUH LV HYLGHG®@FHL KD FRH & QW E®@HHVWHW R LFRRUDEC
UHTXLUHG SD\PHQWV DUH DFFRXQWHG IRURDQVFFQRGGHRWHGEHLIFXK ) $/6.91 \$6%RF T XL UHG HWIK S'H MWHH
IORZV IRU HDFK ORDQ PHHWLQJ WKLV FULWHULD DUH HVWLPDWHG WR GHWHUPLQH WKH H[FHVYV
EH DFFUHWHG QRQDFFUHWDEOH GLIIHUHQFH 7KH H[SHFWHG FDVK IORZV IRU WKH SXUFKDVHG
DFFUHWDEOH \LHOG ZDV UHFRJQL]JHG DW DFTXLVLWLRQ $ GLVFRXQW ZDV UHFRUGHG RQ WKHYV
SXUFKDVHG LPSDLUHG FUHGLWY DUH H[FOXGHG IURP WKH FDOFXODWLRQ RI WKH DOORZDQFH If
GHWHUPLQH WKDW ORVVHV DURVH DIWHU WKH DFTXLVLWLRQ GDWH WKH DGGLWLRQDO ORVVH"

7KH DFFUXDO RI LQWHUHVW RQ ORDQV LV GLVFRQWL@XH® ZK HQRWY KFHU HQ RWY DE A OV LL E QHEQ W
GXH ZKLFK LV JHQHUDOO\ ZKHQ D ORDQ LV GD\V SDVW GXH :KHQ D ORDQ LV SODFHG RQ QR
LV VXEVHTXHQWO\ UHFRJQL]HG RQ D FDVK EDVLV DV ORQJ DV WKH UHPDLQLQJ ERRN EDODQFH
SD\PHQWV DUH DSSOLHG WR SULQFLSDO /RDQV DUH UHWXUQHG WR DFFUXDO VWDWXV ZKHQ D
SD\PHQWYV DUH UHDVRQDEO\ DVVXUHG LQ DFFRUGDQFH ZLWK WKH WHUPV RI WKH ORDQ DJUHHI

7KH DOORZDQFH IRU ORDQ ORVVHV LV DQ HVWLPDWHG DPRXQW PDQDJHPHQW EHOLHYHV LV
XSRQ UHYLHZ DQG HYDOXDWLRQ RIWEB8HULRGBQFSRYWOROWR RMORDWKRHHRWORZDQFH LV EDVHG RC
ERUURZHUV WKH YDOXH DQG OLTXLGLW\ RI FROODWHUDO GHOLQTXHQF\ SULRU ORDQ ORVV HJ[




7DEOH RI &RQWHQWYV

7KH DOORZDQFH IRU ORDQ ORVVHV LV FRPSULVHG RI WZR FRPSRQHQWYV 7KH ILUVW FRPSR(
DFFRXQWLQJ JXLGDQFH WKDW FRQWEZEPRBYW KXDWWUHUFORRNEDF N BWHVRIR D GWKXHVWHG IRU TXDO
DQG RWKHU TXDOLWDWLYH ULVN IDFWRUV ERWK LOQWHUQDO DQG H[WHUQDO WR XV 6XFK TXDO
FKDQJHV LQ OHQGLQJ VWDII SROLFLHVY DQG SURFHGXUHV FKDQJHV LQ FUHGLW FRQFHQWUDW
DQG WHUPV RI ORDQV 7KHVH TXDOLWDWLYH IDFWRUV VHUYH WR FRPSHQVDWH IRU DGGLWLRQ!
IDFWRUV )RU SXUSRVHV RI GHWHUPLQLQJ WKH JHQHUDO UHVHUYH WKH ORDQ SRUWIROLR OH
DGMXVWHG KLVWRULFDO ORVV UDWH 7KH VHFRQG FRPSRQHQW RI WKH DOORZDQFH IRU ORDQ
DFFRXQWLQJ JXLGDQFH EDVHG RQ SUREDEOH ORVVHV RQ VSHFLILF FODVVLILHG ORDQV

7KH DOORZDQFH IRU ORDQ ORVVHV LV LQFUHDVHG E\ FKDUJHV WR LQFRPH DQG GHFUHDVHC(

'XH RMRXU JURZWK RYHU WKH SDVW VHYHUDO \HDUV D SRUWLRQ RI WKH ORDQV LQ RXU SRUW
SRUWIROLRYV KDYH OLPLWHG GHOLQTXHQF\ DQG FUHGLW ORVV KLVWRU\ DQG KDYH QRW \HW HJ
LPSDFWHG E\ GHOLQTXHQF\ VWDWXV DQG GHEW VHUYLFH FRYHUDJH JHQHUDWHG E\ WKH ERUU
FRQVLGHUV GHOLQTXHQF\ VWDWXV WR EH WKH PRVW PHDQLQJIXO LQGLFDWRU RI WKH FUHGLW
RWKHU FRQVXPHU ORDQV ,Q JHQHUDO ORDQV GR QRW EHJLQ WR VKRZ VLJQV RI FUHGLW GHW
UHIHU WR DV 3VHDVRQLQJ" $V D UHVXOW D SRUWIROLR RI ROGHU ORDQV ZLOO XVXDOO\ EHKD)
UHODWLYHO\ QHZ WKH FXUUHQW OHYHO RI GHOLQTXHQFLHYV DQG GHIDXOWYV PD\ QRW EH UHSU}
EH KLJKHU WKDQ FXUUHQW OHYHOV ,l GHOLQTXHQFLHV DQG GHIDXOWY LQFUHDVH ZH PD\ EH

RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

'"HOLQTXHQF\ VWDWLVWLFVY DUH XSGDWHG DW OHDVW PRQWKO\ ,QWHUQDO ULVN UDWLQJV D
FRQVWUXFWLRQ DQG FRPPHUFLDO UHDO HVWDWH ORDQV ,QWHUQDO ULVN UDWLQJVY DUH D NH\
PDQDIJHRHOQWWVLPDWHY RI ORVV IDFWRUV XVHG LQ GHWHUPLQLQJ WKH DPRXQW RI WKH DOORZD

/IRDQV DUH FRQVLGHUHG LPSDLUHG ZKHQ EDVHG RBHFXIUQW® GW XQDREWRDWRRRKROQBFAW BQW \D
RULJLQDO FRQWUDFWXDO WHUPV RI WKH ORDQ DJUHHPHQW LQFOXGLQJ VFKHGXOHG SULQFLSD!
QHFHVVDU\ ,QWHUHVW SD\PHQWV RQ LPSDLUHG ORDQV DUH W\SLFDOO\ DSSOLHG WR SULQFLSI
LV UHFRJQL]JHG RQ D FDVK EDVLY ,PSDLUHG ORDQV RU SRUWLRQV WKHUHRI DUH FKDUJHG RII

2XWROLF\ UHTXLUHY PHDVXUHPHQW RI WKH DOORZDQFH IRU DQ LPSDLUHG FROODWHUDO GH:
PHDVXUHG EDVHG RQ WKH SUHVHQW YDOXH RI H[SHFWHG IXWXUH FDVK IORZV RU WKH ORDQTYV R
KDYH EHHQ GHWHUPLQHG WR EH FROODWHUDO GHSHQGHQW DQG WKH DOORZDQFH IRU ORVV KD

JURP WLPHZWMRPWGRH\ RXU ORDQ DJUHHPHQW ZLWK D ERUURZHU $ PRGLILHG ORDQ LV FRQVLG
ERUURZHU LV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ DQG LL FRQFHVVLRQV DUH PDGH E\ XV WK
FKDUDFWHULVWLFV ORGLILFDWLRQV WR ORDQ WHUPV PD\ LQFOXGH D ORZHU LQWHUHVW UDWH
UHVWUXFWXUHG ORDQ DQG GHWHUPLQH RQ D FDVH E\ FDVH EDVLV LI WKH ORDQ LV VXEMHFW W
ORDQ ORVV DOORFDWLRQ LV EDVHG RQ HLWKHU WKH SUHVHQW YDOXH RI HVWLPDWHG IXWXUH

‘H KDYH FHUWDLQ OHQGLQJ SROLFLHY DQG SURFHGXUHV LQ SODFH WKDW DUH GHVLJQHG WF
DSSURYHV WKHVH SROLFLHYV DQG SURFHGXUHY RQ D UHJXODU EDVLY DQG PDNHV FKDQJHV DV
FRQFHQWUDWLRQV GHOLQTXHQFLHVY QRQ SHUIRUPLQJ DQG SRWHQWLDO SUREOHP ORDQV ‘LYl
HFRQRPLF FRQGLWLRQV ERWK E\ W\SH RI ORDQ DQG JHRJUDSK\




7DEOH Rl &RQWHQWYV

&RPPHUFLDO ORDQV DUH XQGHUZULWWHQ DIWHW DHEYLIDAXAD WALR) R B QGDXWHG SIWR M VQ & DO D Y& H E
GHVLJQHG WR GHWHUPLQH ZKHWKHU WKH ERUURZHU SRVVHVVHY VRXQG EXVLQHVV HWKLFV D
WKH ERUURZHU WR UHSD\ WKHLU REOLJDWLRQV DV DJUHHG &RPPHUFLDO ORDQV DUH SULPDUL(
XQGHUO\LQJ FROODWHUDO SURYLGHG E\ WKH ERUURZHU ORVW FRPPHUFLDO ORDQV DUH VHFX
LQYHQWRU\ DQG LQFOXGH SHUVRQDO JXDUDQWHHYV

5HDO HVWDWH ORDQV DUH DOVR VXEMHFW WR XQGHUZULWLQJ VWDQGDUGY DQG SURFHVVH'
FDVK IORZVY DQG VHFRQGDULO\ DV ORDQV VHFXUHG E\ UHDO HVWDWH 7KH UHSD\PHQW RI UH
VHFEXULQJ WKH ORDQV RU WKH EXVLQHVV FRQGXFWHG RQ WKH SURSHUW\ VHFXULQJ WKH ORD(
RULQ WKH JHQHUDO HFRQRRXUKIHBORSWHWWMBWHVSRIRAXBOQR DUH JHQHUDOO\ GLYHUVH LQ WHUF
/IRXLVLDQD DQG 7H[DV 7KLV GLYHUVLW\ KHOSV UHGXFH WKH H[SRVXUH WR DGYHUVH HFRQRPLF

‘H XWLOL]H PHWKRGLFDO FUHGLW VWDQGDUGY DQG DQDO\VLYVY WR VXSSOHPHQW RXU SROLF
FRQVXPHU ORDQV WKDW PD\ EH RULJLQDWHG DQG WKH FROODWHUDO LI VHFXUHG ZKLFK PXVW
VSUHDG RYHU QXPHURXV LQGLYLGXDO ERUURZHUYVY DOVR PLQLPL]JH ULVN
(PHUJLQJ *URZWK &RPSDQ\

7KH -2%6 $FW SHUPLWYV DQ 3HPHUJLQJ JURZWK FRPSDQ\" WR WDNH DGYDQWDJH RI DQ H[W
DSSOLFDEOH WR SXEOLF FRPSDQLHV +RZHYHU ZH KDYH 3RSWHG RXW" Rl WKLV SURYLVLRQ $V
WKDW FRPSOLDQFH LV UHTXLUHG IRU QRQ HPHUJLQJ JURZWK FRPSDQLHV 7KLV GHFLVLRQ WR F
,7(0 $ 4XDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHY DERXW ODUNHW 5LVN

7KH GLVFORVXUH FRQWHPSODWHG E\H,WHR D$VPD QR WUUBH XR UW G QEJHFFRRXS/IHQ \




7DEOH RI &RQWHQWYV

,7(0 JLODQFLDO 6WDWHPHQWY DQG 6XSSOHPHQWDU\ 'DWD

&217(176

$QQXDO $XGLWHG )LQDQFLDO 6WDWHPHQWYV

5HSRUW RI . QGHSHQGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

&RQVROLGDWHG %DODQFH 6KHHWYV

&RQVROLGDWHG 6WDWHPHQWYV RI ,QFRPH

&ROVROLGDWHG 6WDWHPHOQOWY RI &RPSUHKHQVLYH ,QFRPH

&RQVROLGDWHG 6WDWHPHQWY RI &KDQJHV LQ 6KDUHKROGHUV (TXLW\

&RQVROLGDWHG 6WDWHPHQWYV RI &DVK )ORZV

IRWHY WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV




7DEOH RI &RQWHQWYV
5(3257 2) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50

7R WKH %RDUG RI 'LUHFWRUV DQG

BKDUHKROGHUV Rl %XVLQHVV )LUVW %DQFVKDUHV ,QF DQG 6XEVLGLDULHV

%DWRQ 5RXJH /RXLVLDQD

2SLOLROV RO WKH )LODQFLDO 6 WDWHPHOWSHBREWAWHUQDO &RQWURO RYHU )LQDQFLDO

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWYV RI %XVLQHV\DQIGU V'
DQG WKH UHODWHG FRQVROLGDWHG VWDWHPHQWY RI LQFRPH FRPSUHKHQVLYH LQFRPH VI
'"HFHPEHU DQG WKH UHODWHG QRWHYV FROOHFWLYHO\ UHIHUUHG WR DV WKH ILQDQI
UHSRUWLQJ DV RI '"HFHPEHU EDYWE LIRDPUL RGWIUIR 6@ V, W I/EHO WDRHHEG IEUW R H Z8RRPNP LWWHH R
RI WKH 7UHDGZD\ &RPPLVVLRQ &262

,Q RXU RSLQLRQ WKH FRQVROLGDWHERMHBQHAVEQ W WDIWHKWRHDRDW D QUM IHDOWHGLY® UHVSHFWYV V

DQG DQG WKH UHVXOWV RI LWV RSHUDWLRQV DQG LWV FDVK IORZV IRU HDFK RI WKH \t
SULQFLSOHY JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD $OVR LQ RXU RS
ILQDQFLDO UHSRUWLQJ DV RI '"HFHPEHU ,QWHEDRVDVIOGERQ@ W U RWH, QLVDHH VW WHHGLE\KBIRHHZ@ R RP L\
2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ &262

%DVLY IRU 2SLQLRQ

7KH &RPBEWRDQDIHPHQW LV UHVSRQVLEOH IRU WKHVH ILQDQFLDO VWDWHPHQWY |IRU PDLQWDL
HITHFWLYHQHVY RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQFOXGHG LQ WKH
UHVSRQVLELOLW\ LV WR H[SUHVV DQ RSLQLRQ RQ WKHVH ILQDQFLDO VWDWHPHQWY DQG DQ |
DUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3XEOLF &RPSDQ\ $FFRXQWLQJ 2YHUVI
WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8 6 IHGHUDO VHFXULWLHY ODZV DQG WKH DSSOLFDEC

‘H FRQBGEFRXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3XEOLF &RPSDQ\ $FF
DQG SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH FRQVR(
DQG ZKHWKHU HIIHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV PDLQWDLQHG




7DEOH RI &RQWHQWYV

2XU DXGLWV RI WKH ILQDQFHWDI®R WRMRW HPURFME X QHFD WCRHOGVVHVY WKH ULVNV RI PDWHULDO PI
IUDXG DQG SHUIRUPLQJ SURFHGXUHV WKDW UHVSRQG WR WKRVH ULVNV 6XFK SURFHGXUHYV
WKH ILQDQFLDO VWDWHPHQWY 2XU DXGLWY DOVR LQFOXGHG HYDOXDWLQJ WKH DFFRXQWLC
RYHUDOO SUHVHQWDWLRQ RI WKH ILQDQFLDO VWDWHPHQWYV 2XU DXGLW RI LQWHUQDO FRQWU
UHSRUWLQJ DVVHVVLQJ WKH ULVN WKDW D PDWHULDO ZHDNQHVYV H[LVWV DQG WHVWLQJ DQ
ULVN 2XU DXGLWYV DOVR LQFOXGHG SHUIRUPLQJ VXFK RWKHU SURFHGXUHV DV ZH FRQVLGHU
IRU RXU RSLQLRQV

'HILOLWLRQ DQG /LPLWDWLRQV Rl  OBMISBOWQ @Q@RQWURO RYHU )LQDQFLDO

$ FRPSIDVQLQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVY GHVLJQHG WR
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY IRU HIWHUQDO SXUSRVHV LQ DFFRUGDQFH ZLWK JF
LQFOXGHY WKRVH SROLFLHY DQG SURFHGXUHV WKDW SHUWDLQ WR WKH PDLQWHQDQF
GLVSRVLWLRQV RI WKH DVVHWY RI D FRPSDQ\ SURYLGH UHDVRQDEOH DVVXUDQFH WKDV
DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHY DQG WKDW UHFHLSWV
PDQDJHPHQW DQG GLUHFWRUV RI WKH FRPSDQ\ DQG SURYLGH UHDVRQDEOH DVVXUDQFH U
RI WKH FRPSDQ\JV DVVHWV WKDW FRXOG KDYH D PDWHULDO HIIHFW RQ WKH ILQDQFLDO VWDW

%HFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWL(

WR IXWXUH SHULRGY DUH VXEMHFW WR WKH ULVN WKDW FRQWUROV PD\ EHFRPH LQDGHTXD
SURFHGXUHVY PD\ GHWHULRUDWH

5HVSHFWIXOO\ VXEPLWWHG

V +DQQLV 7 %RXUJHRLV //3

‘H KDYHUYHG DV WKH &RPSDQ\TV DXGLWRU VLQFH

%DWRQ 5RXJH /RXLVLDQD
ODUFK




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5L6 $1' 68%6,',$5,(6
&2162/,'$7(" %$/$1&( 6+((76
'ROODUV LQ WKRXVDQGV

"HFHPEHU

$66(76
&DVK DQG 'XH IURP %DQNYV
JHGHUDO )XQGV 6ROG
6HFXULWLHY $YDLODEOH IRU 6DOH DW )DLU 9DOXHV
ORUWJDJH /RDQV +HOG IRU 6DOH
/RDQV DQG /HDVH 5HFHLYDEOH 1HW RI $OORZDQFH IRU /RDQ /RVVHV RI LQ DQG LQ
3UHPLVHV DQG (TXLSPHQW 1HW
$FFUXHG ,QWHUHVW 5HFHLYDEOH
2WKHU (TXLW\ 6HFXULWLHV
2WKHU 5HDO (VWDWH 2ZQHG
&DVK 9DOXH RI /LIH ,QVXUDQFH
*RRGZLOO
&RUH 'HSRVLW ,QWDQJLEOH
2WKHU $VVHWYV

7TRWDO $VVHWYV

[.$%./.7.(6
'"HSRVLWYV

1RQLQWHUHVW %HDULQJ
L, QWHUHVW %HDULQJ
7RWDO 'HSRVLWYV
6HFXULWLHY 6ROG 8QGHU $JUHHPHQWY WR 5HSXUFKDVH
6KRUW 7HUP %RUURZLQJV
/RQJ 7THUP %RUURZLQJV
JHGHUDO +RPH /RDQ %DQN %RUURZLQJV
$FFUXHG ,QWHUHVW 3D\DEOH
2WKHU /LDELOLWLHV
7RWDO /LDELOLWLHV

&RPPLWPHQWY DQG &RQWLQJHQFLHY 6HH 1RWHV DQG

6+$5(+2/'(56 (48.7<
3UHIHUUHG 6WRFN 1R 3DU 9DOXH 6KDUHV $XWKRUL]JHG
&RPPRQ 6WRFN 3DU 9DOXH 6KDUHV $XWKRUL]JHG DQG 6KDUHV ,VVXHG DQ
'"HFHPEHU DQG UHVSHFWLYHO\
$GGLWLRQDO 3DLG LQ &DSLWDO
5HWDLQHG (DUQLQJV
$FFXPXODWHG 2WKHU &RPSUHKHQVLYH /RVV
7RWDO 6KDUHKROGHUV (TXLW\

7TRWDO /LDELOLWLHY DQG 6KDUHKROGHUV (TXLW\

7KH DFFRPSDQ\LQJ QRWHYV DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,BB8UBL',$5,(6
&2162/,'$7(' 67$7(0(176 2) ,1&20(
'‘ROODUV LQ WKRXVDQGYV

<HDUV (QGHG 'HFHPEHU

,QWHUHVW ,QFRPH

,QWHUHVW DQG )HHV RQ /RDQV

,QWHUHVW DQG 'LYLGHQGV RQ 6HFXULWLHYV

,QWHUHVW RQ JHGHUDO )XQGV 6ROG DQG 'XH JURP %DQNV

7TRWDO ,QWHUHVW ,QFRPH

,OQWHUHVW ([SHQVH
,OQWHUHVW RQ 'HSRVLWYV
,QWHUHVW RQ %RUURZLQJV

7RWDO ,QWHUHVW ([SHQVH

IHW , QWHUHVW ,QFRPH

BURYLVLRQ IRU /RDQ /RVVHV

I1HW ,QWHUHVW ,QFRPH DIWHU 3URYLVLRQ IRU /RDQ /RVVHYV

2WKHU ,QFRPH

6HUYLFH &KDUJHV RQ 'HSRVLW $FFRXQWYV
*DLQ /RVV RQ 6DOHV RI 6HFXULWLHYV
2WKHU ,QFRPH

7TRWDO 2WKHU ,QFRPH

2WKHU ([SHQVHYV
6DODULHYV DQG (PSOR\HH %HQHILWV
2FFXSDQF\ DQG (TXLSPHQW ([SHQVH
2WKHU ([SHQVHV

7TRWDO 2WKHU ([SHQVHYV

,QFRPH %HIRUH ,QFRPH 7D[HV

BURYLVLRQ IRU ,QFRPH 7D[HV

1HW ,QFRPH

(DUQLQJV 3HU 6KDUH
%DVLF
"LOXWHG

7TKBFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6

&2162/'$7( 67$7(0(176 2) &2035(+(16,9( ,1&20(

'ROODUV LQ WKRXVDQGYV

<HDUV (QGHG 'HFHPEHU

&RQVROLGDWHG 1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV
8QUHDOL]HG *DLQ /RVV RQ ,QYHVWPHQW 6HFXULWLHV
5HFODVVLILFDWLRQ $GMXVWPHQW IRU *DLQV /RVV LQFOXGHG LQ 1HW ,QFRPH
,QFRPH 7D[ (IIHFW

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV

&RQVROLGDWHG &RPSUHKHQVLYH ,QFRPH /RVV

7KH DFFRPSDQ\LQJ QRWHYVY DUH DQ LQWHJUDO SDUW RI WKHVH ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(' 67$7(0(176 2)&+$1*(6 ,1 655( +2/'(561 (48,7<
'‘ROODUV LQ WKRXVDQGYV

$FFXPXODWHG

$GGLWLRQDO 2WKHU 7RWDO
&RPPRQ 3DLG ,Q 5HWDLQH&GRPSUHKHQWVKBHHKRO
6WRFN &DSLWDO (DUQLQJV,QFRPH /RVV (TXLW\

%DODQFHYVY DW '"HFHPEHU
&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV
OHUJHU &RQVLGHUDWLRQ QHW
6WRFN %DVHG &RPSHQVDWLRQ &RVW

6WRFN 5HSXUFKDVH

%DODQFHY DW 'HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV
&DVK 'LYLGHQGV 'HFODUHG 3HU 6KDUH
6WRFN %DVHG &RPSHQVDWLRQ &RVW
5HFODVV RI 6KDUHV ,VVXHG
([HUFLVH Rl 6WRFN :DUUDQWYV

6WRFN 5HSXUFKDVH

%DODQFHYVY DW '"HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH
5HFODVVLI\ 6WUDQGHG 7D[ (IIHFWV

&DVK 'LYLGHQGYV 'HFODUHG 3HU 6KDUH
6WRFN ,VVXDQFH

6WRFN %DVHG &RPSHQVDWLRQ &RVW

6WRFN 5HSXUFKDVH

%DODQFHV DW '"HFHPEHU

7KH DFFRPSDQ\LQUQQRHWHD @ SBW RI WKHVH ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
&2162/,'$7(' 67$7(0(176 2) &$6+ )/2:6
'‘ROODUV LQ WKRXVDQGYV

<HDUV (QGHG 'HFHPEHU

&DVK )ORZV JURP 2SHUDWLQJ $FWLYLWLHV
&RQVROLGDWHG 1HW ,QFRPH
$GMXVWPHQWY WR 5HFRQFLOH 1HW ,QFRPH WR 1HW &DVK 3URYLGHG E\ 8VHG LQ 2SHUDWLQJ
$SFWLYLWLHYV
3URYLVLRQ IRU /RDQ /RVVHYV
'"HSUHFLDWLRQ DQG $PRUWL]DWLRQ
$PRUWL]DWLRQ RI 3XUFKDVH $FFRXQWLQJ 9DOXDWLRQV
1RQFDVK &RPSHQVDWLRQ ,QFRPH ([SHQVH
1HW $PRUWL]DWLRQ RI 6HFXULWLHYV
*DLQ /RVV RQ 6DOHV RI 6HFXULWLHYV
1RQFDVK ,QFRPH /RVV RQ 2WKHU (TXLW\ 6HFXULWLHV
*DLQ /RVV RQ 6DOH RI 3UHPLVHV DQG (TXLSPHQW
*DLQ /RVV RQ 6DOH RI 2WKHU 5HDO (VWDWH 2ZQHG 1HW Rl :ULWHGRZQV
,QFUHDVH LQ &DVK 9DOXH RI /LIH ,QVXUDQFH
3URYLVLRQ &UHGLW IRU 'HIHUUHG ,QFRPH 7D[HV
&KDQJHV LQ $VVHWV DQG /LDELOLWLHYV
,QFUHDVH LQ $FFUXHG ,QWHUHVW 5HFHLYDEOH
,QFUHDVH 'HFUHDVH LQ 2WKHU $VVHWYV
,QFUHDVH 'HFUHDVH LQ $FFUXHG ,QWHUHVW 3D\DEOH
'"HEUHDVH LQ 2WKHU /LDELOLWLHYV
1HW &DVK 3URYLGHG E\ 2SHUDWLQJ $FWLYLWLHV

&DVK JORZV JURP ,QYHVWLQJ $FWLYLWLHV
3XUFKDVHV Rl 6HFXULWLHYV $YDLODEOH IRU 6DOH
3URFHHGVY IURP ODWXULWLHY 6DOHV RI 6HFXULWLHY $YDLODEOH IRU 6DOH
3URFHHGV IURP 3D\GRZQV Rl 6HFXULWLHYV $YDLODEOH IRU 6DOH
1HW &DVK 5HFHLYHG LQ OHUJHU
3XUFKDVHVY RI 2WKHU (TXLW\ 6HFXULWLHV
5HGHPSWLRQ RI 2WKHU (TXLW\ 6HFXULWLHYV
/LIH ,QVXUDQFH 3URFHHGYV
1HW ,QFUHDVH LQ /RDQV
3URFHHGV IURP 6DOH RI 3UHPLVHV DQG (TXLSPHQW
3XUFKDVHVY Rl 3UHPLVHV DQG (TXLSPHQW
3URFHHGV IURP 6DOHV RI 2WKHU 5HDO (VWDWH
,PSURYHPHQWVY WR 2WKHU 5HDO (VWDWH
&RQVLGHUDWLRQ 6HWWOHPHQW WR JRUPHU $*)& 6KDUHKROGHUYV
1HW ,QFUHDVH LQ )HGHUDO )XQGV 6ROG
1HW &DVK 8VHG LQ ,QYHVWLQJ $FWLYLWLHV

&217,18("




7DEOH RI &RQWHQWYV

<HDUV (QGHG 'HFHPEHU

&DVK )ORZV )URP )LQDQFLQJ $FWLYLWLHV
1HW ,QFUHDVH LQ 'HSRVLWYV
1HW ,QFUHDVH 'HFUHDVH LQ 6HFXULWLHV 6ROG 8QGHU $JUHHPHQWY WR 5HSXUFKDVH
1HW $GYDQFHV 5HSD\PHQWVYV RQ JHGHUDO +RPH /RDQ %DQN %RUURZLQJV
1HW ,QFUHDVH 'HFUHDVH LQ 6KRUW 7HUP %RUURZLQJV
1HW 3URFHHGY 5HSD\PHQWVY IURP /RQJ 7HUP %RUURZLQJV
BURFHHGV IURP ,VVXDQFH Rl &RPPRQ 6WRFN
5HSXUFKDVH Rl &RPPRQ 6WRFN
3URFHHGV IURP ([HUFLVH RI 6WRFN :DUUDQWYV
3D\PHQW RI 'LYLGHQGY RQ &RPPRQ 6WRFN

1HW &DVK 3URYLGHG E\ )LQDQFLQJ $FWLYLWLHYV

1HW ,QFUHDVH LQ &DVK DQG &DVK (TXLYDOHQWV

&DVK DQG &DVK (TXLYDOHQWY DW %HJLQQLQJ RI 3HULRG

&DVK DQG &DVK (TXLYDOHQWYV DW (QG RI 3HULRG

6XSSOHPHQWDO 'LVFORVXUHV IRU &DVK J)ORZ ,QIRUPDWLRQ
&DVK 3D\PHQWYV IRU

,QWHUHVW RQ 'HSRVLWYV

,OQWHUHVW RQ %YRUURZLQJV

,QFRPH 7D[ 3D\PHQWYV

6XSSOHPHQWDO 6FKHGXOH DRG J)RQBQVKQD $AWWY.IOWLHV
&KDQJH LQ WKH 8QUHDOL]HG *DLQ /RVV RQ 6HFXULWLHV $YDLODEOH IRU 6DOH

&KDQJH LQ 'HIHUUHG 7D[ (IIHFW RQ WKH 8QUHDOL]HG *DLQ /RVV RQ 6HFXULWLHY $YDLODEOH
6DOH

7UDQVIHU RI /RDQV WR 2WKHU 5HDO (VWDWH

7UDQVIHU RI 2WKHU 5HDO (VWDWH WR 3UHPLVHY DQG (TXLSPHOQW

7KH DFFRPSDQ@QUG IDQRVMDHWWWHIUDO SDUW RI WKHVH ILOQDQFLDO VWDWHPHQWYV
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IRWHIDWXUH RI 2SHEXPMDBRQRIHBLIQLILFDQW $FFRXQWLQJ 3ROLFLHV
7TKBFFRXQWLQJ SULQFLSOHYV IROORZHG E\ %XVLQHVV J)LUVW %DQFVKDUHV ,QF WKH &RPSD!
DQG LWV ZKROO\ RZQHG VXEVLGLDU\ %XVLQHVV )LUVW ,QVXUDQFH //& DUH WKRVH ZKLFK
SULQFLSOHV FRQIRUP ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHYVY DQG KD
GHWHUPLQDWLRQ RI ILQDQFLDO SRVLWLRQ UHVXOWYVY RI RSHUDWLRQV FKDQJHV LQ VKDUHKI

SBULQFLSOHY RI &RQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH DFFRXQW VL &H VX YILQWMW \Wo PLQI
WKH %DQNTV ZKROO\ RZQHG VXEVLGLDU\ %XVLQHVV )LUVW ,QVXUDQFH //& FROOHFWLYH(
HOLPLQDWHG

I1DWXUH RI 2SHUDWLRQV

7TKH %DQN REWURIWHWDQFK ORFDWLRQV RRBHDOWKGCGKRWXWQRRIVLRHYFBQ® PDUNHWYV DFUF
VXEMHFW WR UHJXODWLRQ E\ WKH 2IILFH RI )LQDQFLDO ,QVWLWXWLRQV 6WDWH RI /RXLVLI
E\ WKHVH DJHQFLHV 7KH &RPSDQ\ LV DOVR UHJXODWHG E\ WKH )HGHUDO 5HVHUYH DQG LV \

$IWHU WKH FORVODBFK XVWEHV&RRODQ\ PHUJHG ZLWK $PHULFDQ *DWHZD\ )LQDQFLDO &RUSRU
$PHULFDQ *DWHZD\ %DQN SXUVXDQW WR ZKLFK WKH RSHUDWLRQV RI $*)& ZHUH PHUJHG ZLWK
EUDQFKHY ORFDWHG LQ WKH %DWRQ 5RXJH PHWUGOWRDL RZK L FR W Q6 OBNGCHIEBY & RIDEYDG R WG 3H X/ MMPH
PLOOLRQ DQG GHSFOMWMRQRIHUH DVVXPHG LQ WKH WUDQVDFWLRQ 6KD UH K® CF®NKYDRKES )V URI
%XVLQHVV J)LUVW %DQFVKDUHY ,QF FRPPRQ VWRFN LQ H[FKDQJH IRU HDFK VKD OBLRQ$*)& FI

(VWLPDWHV

BUHSDUDWLRQ RI ILQDQFLDO VWDWHPHRWV LD RRDQ IHRRIPQ W\WR WK 8 H HAVSBBRRIHWNY DQG DV V.
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ GLVFORVXUHY 7KHVH HV
&RPSDARD\WXQGHUWDNH LQ WKH IXWXUH (VWLPDWHYV DUH XVHG LQ DFFRXQWLQJ IRU DPRQ
DPRUWL]DWLRQ IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWY GHIHUUHG WD[HVY DQG FRQWLC
LQFOXGH WKH GHWHUPLQDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DQG WKH DVVHVV
ODQDJHPHQWMNRRHV¥LSDWH DQ\ PDWHULDO FKDQJHV WHDHUBWVRDMWQW ILW LW KW \QW R UV W H WA R YOH
QRGMPLWHG WR H[WHUQDO PDUNHW IDFWRUV VXFK DV PDUNHW LQWHUHVW UDWHY DQG HP
PDUNHWY DQG FKDQJHV LQ DSSOLFDECH\EOWNRPDWHGVUEQDWURQR P $HWWKLCP@ONRHIN @ 6 VIVE & X E
GLITHUHRX®IG PDWHULDOO\ DIIHFW WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQ DQ\ LQ
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7KH D/QORDQV DUH JHQHUDOO\ VHFXUHG E\ VSHFLILF LWHPV RI FROODWHUDO LQFOXGI
GLYHUVLILHG ORDQ SRUWIROLR D VXEVWDQWLDO SRUWLRQ RI LWV GHEWRUVY DELOLW\ WR |

:KLOH PDQDJHPHQW XVHV DYDLODEOH LQIRUPDWLRQ WR UHFRJQL]H ORD¥HVQRIF H\RDIMUA EXDUA
ORFDO HFRQRPLF FRQGLWLRQV ,Q DGGLWLRQ WKHIILUOBVDRWUQ DWW EBLBYRBMVI/Q $ B WLHRIG/IDAD ¢
DJHQFDWWTXLUH WKH %DQN WR UHFRJQL]H DGGLWLRQDO ORVVHV EDVHG RQ WKHLU MXGJPH(
WKHVH IDFWRUV LW LV UHDVRQDEO\ SRRDALIEDGI M RDW FAUK D GI&/'WLLE DWKH GQ 6 B ¥ WHIY URQ +RZBIQ' Y
SRVVLEOH FDQQRW EH HVWLPDWHG

$SFTXLVILWLRQ $FFRXQWLQJ

$FTXLVLWLRQV DUMGHRFWXGWSKE® FROVH PHWKRG RI DFFRXQWLQJ 3XUFKDVHG DVVHWV DQ(
IDLU YDOXHV DQG LGHQWLILDEOH LQWDQJLEOH DVVHWY DUH UHFRUGHG DW IDLU YDOX
UHFRJQL]HG )DLU YDOXHV DUH RXQEMBE VD IWR WMNKEGHFOHRMW. QRIWGRBAMRI DQ DFTXLVLWLRQ DV
DYDLODEOH

6HFEFXULWLHV

ODQDIJHPHQWGMWKHUPBEQURSULDWH FODVVLILFDWLRQ RI GHEW VHFXULWLHYVY KHOG WR PDW
FODVVLILFDWLRQ SHULRGLFDOO\ 6HFXULWLHY FODVVLILHG DV DYDLODEOH IRU VD O® RQVBIH HWk
WR PDWXULW\ $Q\ GHFLVLRQ WR VHOO D VHFXULW\ FODVVLILHG DV DYDLODEOH IRU VDOH Z|
LQ WKH PDWXULW\ PL[ RIl WKH %DQNYVY DVVHWY DQG OLDELOLWLHYV OLTXLGLW\ QHHGV UF
UHFRUGHG DW IDLU YDOXH 8QUHDOL]JHG JDLQV RU ORVVHVY DUH UHSRUWHG DV D FRPSRQHC
RlI VSHFLILF VHFXULWLHY VROG DUH LQFOXGHG LQ HDUQLQJV

6HFXULWLHV FODVVLILHG DV KHOG WR PDWXULW\ DUH WKRVH GHEW WHBBUIGWHNW R K H
FRQGLWLRQV OLTXLGLW\ QHHGV RU FKDQJHV LQ JHQHUDO HFRQRPLF FRQGLWLRQV 7KHV
GLVFRXQW FRPSXWHG E\ YDULRXV PHWKRGV DSSUR[LPDWLQJ W KQ{RLIQFKXHIW MALM \P R @/ B R\GL RLY
'"HFHPEHU DQG
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6HFXULWLHYV FODVVLILHG DV WUDGLQJ DUH WKRVH VHFXULWLHY KHOG IRU UHVDOH LQ DQW
DQ\ PDUNHW DGMXVWPHQWYV LQF @XRBEHIGX UQ WLCHYQW @ DA KKPHDEIDQ N (KD V

7KH %DQN KDV LQYHVWHG LQ )HGHUDO +RPH /RDQ %DQN )+/% VWRFN ZKLFK LV UHIOHFWHG L
UHTXLUHG WR SXUFKDVH DQGNPEHOYWDRDOWE REANWIKH DQ/DPRKK )+/% VWRFN LV UHGHHPDEOH D

/IRDQV

/RDQV DUH VWDWHG DW SULQFLSDO DPRXQWV RXWVWDQGLQJ OHVV WKH DOORZDQNH GRE
SULQFLSDO RXWVWDQGLQJ

*HQHUDOO\ WKH %DQN GLVFRQWLQXHV WKH DFFBCDE BDYYWIDUHDW WERFRBHQALUSD ©® RRDQ \E
VWDWXV SUHYLRXVO\ UHF R MW JIVG UBHKWH X \DHF ® O\CRH E @/ HRSP HQRMH BKIDUJHG WR WKH DOORZDQFH
DUH DFFRXQWHG IRU RQ WKH FRVW UHFRYHU\ PHWKRG XQWLO WKH ORDQV TXDOLI\ IRU L
LOQWHUHVW DPRXQWV FRQWUDFWXDOO\ GXH DUH EURXJKW FXUUHQW DQG IXWXUH SD\PHQW"

7KH %DQN FODVVLILHVY ORDQV DV LPSDLUHG ZKHQ LW LV SUREDEOH WKRGDQWHWUBOWE A KHXD |
FROQWUDFWXDO WHUPV RI WKH ORDQ DJUHHPHQW 7KH PHDVXUHPHQW RI LPSDLUHG ORDQV
HITHFWLYH LQWHUHVW UDWH RU WKH ORDQYVY REVHUYDEOH PDUNHW SULFH RU EDVHG RQ WK

$FTXLUHG /RDQV

3XUFKDVHG ORDQV DFTXLUHG LQ D EXVLQHVYVY FRPELQDWLRQ DUH UHFRUQ HF® W RAWKIHIL B
DOORZDQFH IRU ORDQ ORVVHYV

7KH &RPSDQ\ DFFRXQWYV IRU DFTXLUHGWK $P& URGQRDQG LQEM BREZBDQWHHY $FTXLUHG ZL

" $Q DFTXLUHG ORDQ LV FRQVLGHUHG LPSDLUHG ZKHQ WKHUH LV HYLGHQFH Rl FUHGLW
&RPSDQ\ ZLOO EH XQDEOH WR FROOHFW DOO FRQWUDFWXDOO\ UHTXLUHG SD\PHQWYV 3XUF
DPRXQW DQG WLPLQJ Rl XQGLVFRXQWHG H[SHFWHG FDVK IORZV IRU HDFK ORDQ DQG WK
UHPDLQLQJ OLIH RI WKH ORDQ DFFUHWDEOH \LHOG 7KH H[FHVV Rl WKH GRINGFREFGBD® UQ
GLIIHUHQFH 2YHU WKH OLIH RI WKH ORDQ H[SHFWHG FDVK IORZV FRQWLQXH WR EH
HVWDEOLVKPHQW Rl DQ DOORZDQFH IRU ORDQ ORVVHV ZLWK UHVSHFW WR WKH DFTXLUHG
IXWXUH LOQOWHUHVW LQFRPH

7KH SHUIRUPLQJ ORDQV DUH DFFRXK@WHEQRBDBPCH HHUH¥6 R QG 2W KZH W & RAWVKMWYV U BISBRWHG GLVFRX
OLIH RI WKH ORDQ DQG UHFRJQL]JHG DV LQWHUHVW LQFRPH
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$OORZDQFH IRU /RDQ /RVVHYV

7KH DOORZDQFH IRU ORDQ ORVVHV LV PDLTYWMWMXGQBHBHDQW DLV HIYGEDT X O MWFHK WLRY CPEDVQRODUIEH AR @Y
DOORZDQFH IRU ORDQ ORVVHV LV EDVHG XSRQ PDQDJHPHQWYfV UHYLHZ DQG HYDOXDWLRQ
ORVVHV LQFOXGH PDQDJHPHQWYfYVY HYDOXDWLRQ RI VSHFLILF ORDQV WKH OHYHO DQG F
UHJXODWRU\ DJHQFLHVY DQ LQWHUQDO DVVHW UHYLHZ SURFHVV H[SHFWDWLRQV RI IXW)>
IDFWRUV $OORZDQFHV IRU LPSDLUHG ORDQV DUH JHQHUDOO\ GHWHUPLQHG EDVHG RQ
LOQGHSHQGHQW DSSUDLVDOV IRU VLIJQLILFDQW FROODWHUDO LQ GHWHUPLQLQJ FROODWEF
EHFDXVH RI XQFHUWDLQWLHY DVVRFLDWHG ZLWK ORFDO HFRQRPLF FRQGLWLRQV FROODWEF
FKDQJH FRXOG RFFXU LQ WKH DOORZDQFH IRU ORDQ ORVVHV LQ WKH QHDU WHUP +RZHYHU

/RDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXH
RI WKH ORDQV DER UWKNISRIRWIHYJ DO ORZ NGFRURBH®RRPQY WRMVHVORDQV DW DFTXLVLWLRH(
UHTXLUHG DOORZDQFH IRU O RIRGMHO-RPH/G] ¥ UR G LDAF TRISDH G HHRD@WVDFTXLVLWLRQ DUH VLPLODU \
WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHPDLQLQJ XQDFFUHW
XQDFFUHWHG GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK GLIIHUHQFH

7KH DOORZDQFRWVIRY OREQVHG RQ HVWLPDWHYV RI SRWRHDWDIWD QUIRW YWWKH G RYVYHQ WDIQWGWXYX G I/
SHULRGLFDOO\ DQG DV DGMXVWPHQWY EHFRPH QHFHVVDU\ WKH HIIHFW RI WKH FKDQJH LQ
WR WKH DOORZDQFH IRU ORDQ ORVVHV ZKHQ WKH ORVV DFWXDOO\ RFFXUV RU ZKHQ PDQDJ}
WR WKH DOORZDQFH DW WKH WLPH RI UHFRYHU\

SUHPLVHY DQG (TXLSPHQW

3UHPLVHY DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRC
VWUDLJKW OLQH PHWKRG IRU ILCPHQWFKBRGVUIHRSRWW [ @QH BR GWILRFH 8 XU & RNV

7KH FRVWV RI DVVHWY UHWLUHG RU RWKHUZLVH GLVSRVHG RI DQG WKH UHODWHG DFFXPXO
JDLQV RU ORVVHV DUR SIHUDOIGRHEY L Q[ FXQOGHWWUHVY IRU PDLQWHQDQFH DQG UHSDLUV DU
LPSURYHPHQWY DUH FDSLWDOL]HG
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2WKHU 5HDO (VWDWH 2ZQHG

5HDO HVWDWH SURSHUWLHY DFTXLUHGRWRUBRR WML RW H& \OH\M W RH FOHR@OW) DRIWHE@IRWXDGIO\ UHF
GDWH RI DFTXLVLWLRQ $Q\ ZULWH GRZQV EDVHG RQ WKH DVVHW({TV IDLU YDOXH DW WK
YDOXDWLRQV DUH SHULRGLFDOO\ SHUIRUPHG E\ PDQDJHPHQW DQG SURSHUW\ KHOG IRU VD!
ORVVHVY RQ SURSHUW\ WR EH KHOG DQG XVHG DUH PHDVXUHG DV WKH DPRXQW E\ ZKLFK W
LPSURYHPHQWY DUH FDSLWDOL]HG ZKHUHDV FRVWY UHODWLQJ WR KROGLQJ SURSHUW\ D
ZULWH GRZQV DUH UHFRUGHG DV D FKDUJH WR RSHUDWLRQV LI QHFHVVDU\ WR UHGXFH Wil
ZDQ FDUU\LQJ DPRXQW RI UHVLGHQWLDO UHDO HWWPRHULQ@RGXGHG LQ RWKHU UHDO HVWDW}

*RRGZLOO DQG 2WKHU ,QWDQJLEOH $VVHWYV

*RRGZLOO UHSUHVHQWY WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH IDLU YDOXH RI WKt
DVVHWY GHHPHG WR KDYH DQQRMRRBBIWLQ HW HE X W MIBRRWOM/RGUBPIWHH HZXIRU LPSDLUPHQW DQQXDOO\

,QWDQJLEOH DVVHWY ZLWK HVWLPDEOH XVHIXO OLYHV DUH DPRUWL]HG RYHU WKHLU UHVS
GRZWR LWV HVWLPDWHG IDLU YDOXH &RUH GHSRVLW LQWDQJLEOHY UHSUHVHQWLQJ WKH Y
FRPELQDWLRQV LQYROYLQJ EDQNV DQG EUDQFK ORFDWLRQV 7KH &RPSDQ\TV SROLF\ LV WF
OLIH RHDUV &RUH GHSRVLW LQWDQJLEOHV DUH WHVWHG IRU LPSDLUPHQW ZKHQHYH WP HY REM
UHFRYHUDEOH IURP IXWXUH XQGLVFRXQWHG FDVK IORZV

QFRPH 7D[HV

7KH SURYLVLRQ IRU LQFRPH WD[HV LV EDVHG RQ DPRXQWV UHSRUWHG LQ WKH VWDWHPHQV
VHFXULWLHYV $OVR FHUMNDHQPSHWNPVDRIHLQARRBHQL]HG LQ GLIIHUHQW WLPH SHULRGV IRU Il
SURYLVLRQV IRU GHIHUUHG WD[HVY DUH UHFRUGHG LQ UHFRJQLWLRQ RI VXFK WHPSRUDU\ GL

"HIHUUHG WD[HV DUH SEROLWMH® KWK RG]ZRH DHELGHIHUUHG WD[ DVVHWY DQG OLDELOLWIL
GLIIHUHQFHYVY EHWZHHQ WKH UHSRUWHG DPRXQWYV RI H[LVWLQJ DVVHWY DQG OLDELOLWLHYV
RI FKDQJHV LQ WD[ ODZV DQG UDWHYV RQ WKH GDWH Rl HQDFWPHQW

7KH &RPSDQ\ ILOHVY D FRQVROLGDWHG IHGHUDO LQFRPH WD[ UHWXUQ &RTOWVRQERBPHK BG NLROVFA
GLITHUHQFHYV
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7KH &RPSDQ\ HYDOXDWHY DOO VLIJQLILFDQW WD[ SRVLWLRQV DV UHTXLUHG E\ DFARMNRBEHLDJ
WKH &RPSDQQRBMHRHNYH LW KDV WDNHQ DQ\ SRVLWLRQV WKDW ZRXOG UHTXLUH WKH UHFRUGL
EHQHILWY WKDW ZRXOG HLWKHU LQFUHDVH RU GHFUHDVH ZLWKLQ WKH QH[W \HDU

7KH &RPSDQ\ ILOHV LQFRPH WD[ UHWXUQV LQ WKH 8 6 IHGHUDO MXULVGLROWRQJIBQGYWEKMHA
VWDWH LQFRPH WD[ H[DPLQDWLRQV E\ WO[ DEWKE HVWLB § G RIH HDQW LEIHI FDW/H HOVRIL G QH \I LLRDRC
LOQFOXGHG LQ RWKHU H[SHQVHV LQ WKHVH ILODQFLDO VWDWHPHQWY DV DSSOLFDEOH

6WRFN %DVHG &RPSHQVDWLRQ

$VGHVFULEHG MXHRWRHP SDQ\ KDV LVVXHG VWRFN ZDUUDQWY VWRFN RSWLRQV VWRF
FRPSHQVDWLRQ 7KH &RPSDQ\ KDV DGRSWHG D IDLU YDOXH EDVHG PHWKRG RI DFFRXQWL!
WKH YDOXH RI WKH DZDUG DQG LV UHFRJQL]J]HG RYHU WKH UHTXLUHG VHUYLFH SHULRG ZKLF

6WDWHPHQWYV RI &DVK )ORZV

JRU SXUSRVHQY RFDVWISRORZY FDVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK RQ KDQG DQG (

&RPSUHKHQVLYH ,QFRPH

$FFRXQWLQJ SULQFLSOHYV JHQHUDOO\ UHTXLUH WKDW UHFRJQL]HG UNYK GOHH WG § B QRVKHD/Q
OLDELOLWLHYV VXFK DV XQUHDOL]HG JDLQV DQG ORVVHV RQ DYDLODEOH IRU VDOH VHFXU
LWHPV DORQJ ZLWK QHW LQFRPH DUH FRPSRQHQWV RI FRPSUHKHQVLYH LQFRPH 7KH FRP:
&RPSUHKHQVLYH ,QFRPH IRU DOO SHULRGV SUHVHQWHG

$GYHUWLVLQJ

7KH &RPSDQ\ H[SHQUDBY HDO/OL FR § W D REUMWR A RMKLHR @ GWKHUWLVLQJ RU SURPRWHRHP BVONHV SDE
WKH &RPSDQ\ H[SHQVHG FR\DWQWG Rl UHVSHFWLYHO\

S5HFHQW $FFRXQWLQJ 3URQRXQFHPHQWYV

,@®D\  WKH )$6% LVVXHG5H&8HQXH IURP &RQWUDFWV ZLTWKKL & %8 RPEOMPRARSMM D FRPPRQ UHY
SULQFLSOHV XVHG IRU UHFRJQL]JLQJ UHYHQXH 7KH DPHQGPHQWY RI WKH $68 FODULI\ Wk
VHUYLFHVY WR FXVWRPHUV LQ DQ DPRXQW WKDW UHIOHFWYV WKH FRQVLGHUDWLRQ WR ZKLF
GRKWRMWS SO\ WR UHYHQXH DVVRFLDWHG ZLWK ILQDQFLDO LQVWUXPHQWY LQFOXGLQJ O
VLIQLILFDQW SRUWLRQ RI RXU UHYHQXH VWUHDP 7KH DPHQG P H-@WXDRJ\ WKHH $86R PSLO00. E H(
DPHQGPHQWV-E}NDQQDQE ®RHWSHFW D VLIQLILFDQW LPSDFW WR WKH &RPSDQ\fV FRQVROLG
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127(6 72 &2162/,'$7(' ),1$1&,$/ 67$7(0(176
'ROODUV LQ WKRXVDQGV

,ODQXDU\WKH )$6% LVYRHG $6BQDQFLDO ,QVWUXPHQWYV 25H{AJRDIA WAOREQNRQ GFOHDV XU H P
JLQDQFLDO /MKH ISQIRWLNYRQV Rl WKH XSGDWH UHTXLUH HTXLW\ LQYHVWPHQWY WR EH P}
+RZHYHU [POWHIQRARWH WR PHDVXUH HTXQWRDLYQHY HW VG HOQWO/HWKDWLGREOH IDLU YDOXHV DW F
WKH LPSDLUPHQW DVVHVVPHQW RI HTXLW\ LQYHVWPHQWY ZLWKRXW UHDGLO\ GHWHUPL
HOLPLQDWHY WKH UHTXLUHPHQW WR GLVFORVH WKH IDLU YDOXH RIQIRRBDELB CE XQV@HKP HQ\
WKH UHTXLUHPHQW IRU SXEOLF EXVLQHVV HQWLWLHYV WR GLVFORVH WKH PHWKRGV DQG VI
DPRUWL]HG EROW@®RH WKRHW ®8BTXLUHV SXEOLF EXVLQHVYV HQWLWLHYV WR XVH WKH HJ[I
LQVWUXPHQWYVY IRU GLVFORVXUH SXUSRVHV ,W DOVR UHTXLUHV DQ HQWLW\ WR SUHVHQW V
OLDELOLW\ UHVXOWLQJ IURP D FKDQJH LQ WKH LQVWUXPHQW VSHFLILF FUHGLW ULVN ZKHQ
RSWLRQ IRU ILQDQFLDO LQVWUXPHQWY 7KH XSGDWH UHTXLUHV VHSDUDWH SUHVHQWDWLR(
DFFRPSDQ\LQJ QRWHV WR WKH ILQDQFLDO VWDWHPHQWY ,Q DGGLWLRQ WKH XSGDWH FO
DVVHW UHODWHG WR DYDLODEOH IRU VDOH VHFEXULWLHY LQ FRPELQDWLRQ ZLWK WKH HQW
HITHFWLYH IRU ILVFDO'MFBIBEHEHJILQRPORGIDQWHQOWHULP SHULRGVQ RHS DB\WRIS & MWRR) KRD YWHK D VF
&RPSDQ\{V FRQVROLGDWHG MR DQFZDOOVWH WHRAQWWH $B8XWKH &RPSDQ\ RQ

,QHEUXDUWKH )$6% LVVXHG/ BB¥HYV 7RS&RQIRUPLQJ $PHQGPHQWNKI5W@PHP& BBHWYRE VHDKH \VFRGL
LQ RUGHU WR LQFUHDVH WUDQVSDUHQF\ DQG FRPSDUDELOLW\ 7KH $68 UHTXLUHV FRPSDQ
NH\ LQIRUPDWLRQ DERXW OHDVLQJ DUUDQJHPHQWY $ OHVVHH ZRXOG UHFRJQL]H D OLDE
OHDVHG DVVHW IRU WKH OHDVH WHUP 7 XDB& \LV HHFBHFW H HR B WGEKHHG &RPAVSDIY RQ G OLDE
VWDQGDUG DV LW UHODWHY WR RSHUDWLQJ OHDVRV DQVXRPPK WRKIHP& REB B R \I X W XWWHKHOBDWW
RIHFHPEHU

,MDUFK WKH )$6% LVVXHG&REFBSHQVDWLRQ 6WRFN &RPBHQRDMWRHR@WVRBRHAPSOR\HH 6KDUMK
$68 DPHQGYVY WKH FRGLILFDWLRQ WR VLPSOLI\ VHYHUDO DVSHFWV RI WKH DFFRXQWLC
FODVVLILFDWLRQ RI DZDUGV DV HLWKHU HTXLW\ RU OLDELOLWLHY DQG FODVVLILFDWLRQ
DFFRXQW IRU IRUIHLWXUHV DV WKH\ RFFXU 7KLV $68 LV HIHFAWEMY IRUWIK § B D O\ DDQER 5@\
&RPSDQ\ HOHFWHG DQ DFFRXQWLQJ SROLF\ WR DFFRXQW IRU IRUIHLWXUH YV (DRINIWKH D RPFDAX I L
WKH &RPSDQ\fV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 72 &2162/,'$7(" ),1$1&,$/ 67$7(0(176
'‘ROODUV LQ WKRXVDQGYV

,O-XQH WKH )$6% LVVXHG)SO®QFLDO ,QVWUXPHQWYV * &HDA/LW HRWQMW RV RIIHGLW /RVVHX
DPHQGPHQWY LQWURGXFH DQ LPSDLUPHQW PRGHO WKDW LV EDVHG RQ FXUUHQW H[SHFWHC
W\SHV RI ILQDQFLDO LQVWUXPHQWY H[ ORDQV DQG KHOG WR PDWXULW\ VHFXULWLHV LQFC
VWDQGE\ OHWWHUGRMWQFREGLWLWEDWOD F®QFHOODEOH 7KH 3&(&/° VKRXOG FRQVLGHU &
VXSSRUWDEOH IRUHFDVWVY LQFOXGLQJ HVWLPDWHV RI SUHSD\PHQWYV RYHU WKH FRQW!L
HVWLPDWLRQ PHWKRGY WKDW DUH DSSURSULDWH LQ LWV FLUF»DWMDOFRINS HGQW @ B HIVX i ¢
3&(&/° 7KH DOORZDQFH IRU FUHGLW ORVVHV IRU SXUFKDVHG ILQDQFLDO DVVHWYV ZLWK D PRI
DW DPRUWL]HG FRVW EDVLV LV GHWHUPLQHG LQ D VLPLODU PDQQHU WR RWKHU ILQDQFLDO
ZRXOG EH UHFRJQL]HG WKURXJK DQ DOORZDQFH IRU FUHGLW ORVVHV ZLWK DQ RIIVHW
DOORZDQFH IRU FUHGLW ORVVHV DUH UHFRUGHG DV D FUHGLW ORVV H[SHQVH IRU WKHVH
GHEW VHFXULWLHY ZKHUHE\ FUHGLW ORVVHV UHODWLQJ WR DYDLODEOH IRU VDOH GHEW V|
WKH &RPSDQXRQ\ 7KH DPHQGPHQWYV ZLOO EH DSSOLHG WKURXJK D PRGLILHG UHWURVSHFW
HDUQLQJV DV RI W KIi URMHAIS RN IQQJIRSHUKRG LQ ZKLFK WKH JXLGDQFH LV HIITHFWLYH 7KH &R
:KLOH ZH DUH FXUUHQWO\ XQDEOH WR UHDVRQDE OAHH M MSLHFFDAW W K\DKAH W R 5 DLFPV/G [RF VD RR DVE IRGBIVS
WKH FRPSRVLWLRQ FKDUDFWHULVWLFV DQG TXDOLW\ RI RXU ORDQ SRUWIROLR DV ZHOO I
HYDOXDWLRQ SURFHVYV ZH KDYH HVWDEOLVKHG D ZRUNLQJ JURXS WKDW LQFOXGHV LQGLY
UHTXLUHPHQWY DQG QHHGHG UHVRXUFHV WR LPSOHPHQW WKLV QHZ DFFRXQWLQJ VWDQGD!

,ODQXDU\WKH )$6% LVVXHG%SGBLQHVYV &RPELQDWILGRMUWLIVIRBLWKH 'HILQ@KWER Q RW DR X ¥ HY HIVF
WR FODULI\ WKH GHILQLWLRQ RI D EXVLQHVV ZLWK WKH REMHFWLYH RI DGGLQJ JXLGD!
DFTXLVLWLRQV RU GLVSRVDOV RI DVVHWVY RU EXVLQHVVHV 7KH DPHQGPHQWYV ZLOO E*t
-DQXDU\ LQFOXGLQJ LQWHULP UHSRUWLQJ SHULRGYV ZL WERH S\HFRAWHHGSW B LIRISWH DKW LD G RIS\W
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

2Q-DQXDU\ WKH )$6% LVVXHG GWDQJILEOHV + *RRGZLO ZIOLFE 2WHKSHLIZIRG MFKH DFFRXQWL(
JXLGDQFH LQ WKLV $R8 WHPRNRRGEWHS LPSDLUPHQW WHVW ZKLFK UHTXLUHV D K\SRWKHWLFI
DPRXQW E\ ZKLFK D UHSRUWLQJ XQLW T VQFOWR H[® 8 Y® OWKH HFH UG L WRRPQW RDORRGZLOO
UHPDLQ ODUJHO\ XQFKDQJHG (QWLWLHYV ZLOO FRQWLQXH WR KDYH WKH RSWLRQ WR SHUIRL
VDPRHQWWHS LPSDLUPHQW WHVW ZLOO EH DSSOLHG W RHURR GZH DOIDWR W HD BIDU U HISRU VR R ¥ QMDY W(V
WKH DPRXQW RI JRRGZLO QHDRUUGIHSRIMMLYGH FIULWY ZLWRRXQWY 7KH UHYLVHG JXLGDQFH ZLO
RODQXDU\ (DUO\ DGRSWLRQ LV SHUPLWWHG IRU PIQXIPE\DZKMHDGRWWY RY R REY R H\P W 6 8D MR
HIITHFW RQ WKH &RPSDQ\fV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ', B&%BL',$5,(6
127(6 72 &2162/,'$7(" ),1$1&,$/ 67$7(0(176
'‘ROODUV LQ WKRXVDQGYV

,@D\  WKH )$6% LVVXHG&RPSHQVDWLRQ + 6WRFN &R PBFHRGWDRVLRRG LTR EDAKILRR 56 PR X QLW VG
WHUPV RU FRQGLWLRQV RI D VKDUH EDVHG SD\PHQW DZDUG PXVW EH DFF®RXMBEHOG PRG
DFFRXQWLQJ WR D VKDUH EDVHG SD\PHQW DZDUG LI DOO Rl WKH IROORZLQJ DUH WKH VDPH
FRQGLWLRQV Rl WKH DZDUG DQG LLL WKH FODVVLILFDWLRQ RI VK @ EBUIGI INF W L WH HRIUD'
-DQXDU\ 7KH JXLGDQFH UHTXLUHV FRPSDQLHY WR DSSO\ WKH UHTXLUHPHQWY SURVSHFWLY
LY RWSHFWHG WR KDYH D VLJQLILFDQW LPSDFW RQ WKH &RPSDQ\TV FRQVROLGDWHG ILQDQF

2Q)HEUXDU\ WKH )$6% LVVXHG $FFRXQWLQJ 6WDQGRPIGE\6WDGBHWHQWEBHSRUWLQJ &RP
5HFODVVLILFDWLRQ RI &HUWDLQ 7D[ (IIHFWV IURP7EFRFEPNQDBWHGW\W KO UNV&R P SHBBKHOE UM N
LVVXH UHODWHG W R DAEKHHF RV\DH WWHB @& HVGKD@W DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFF
DPHQGPHQWYV LQ 3®8HPIH®HFW WR UHFODVVLI\ WKH LQFRPH WD[ HIIHFWV RI WKH 7&-%$ RQ LW
HDUQEZRHV&RPSDQ\ KDV DGR SW HHFMAEHU $ 6880 HHFWKN FSURYLVLRQV RI WKLV $68 WKH &RPSI
HITHFWV DVVRFLDWHG ZLWK 7&-$ IURP DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH WR
ORVVHV RQ VHFXULWLHM¥HPEMUODEOH IRU VDOH DW

1RWH 5HFODVVLILFDWLRQV =

&HUWDLQ UHFOPDKNMYH EHWORRNMGH WR WKH SULRU \HDUVY ILQDQFLDO VWDWHPHQWYV LQ RKH
UHFODVVLILRIRMLRRW RQOYSHJHYLRXVO\ UHSRUWHG QHW LQFRPH




7TDEOH RI &RQWHQWYV

%86,1(66 ),567 %$18&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 72 &2162/,'$7(' ),1$1&,$/ 67$7(0(176
'ROODUV LQ WKRXVDQGV

IRWH(DUQLQJV SHU &RPRPRQ 6KDUH
%DVLF HDUQLQJV SHU VIKPRRP H( Y DLHDDEHMH YW VFRPPRQ VKDUHKROGHUY GLYLGHG E\ WKHF
GLOXWLRQ IRU DQ\ SRWHQWLDOO\ FRQYHUWLEOH VKDUHV LV LQFOXGHG LQ WKH FDOFXODW
WR LVVXH FRPPRQ VWRFN ZHUH H[HUFLVHG RU FRQYHUWHG LQWR FRPPRQ VWRFN RU UHVXC(
7KH SRWHQWLDO FRPERQLVKRHBVEWWBEBW &RPSDQ\ UHODWH WR RXWVWDQGLQJ VWRFN ZDUUIL

<HDUV (QGHG 'HFHPEHU

'ROODUV LQ WKRXVDQGYV H[FHSW SHU Vk
1IXPHUDWRU
1HW ,QFRPH $YDLODEOH WR &RPPRQ 6KDUHYV

'"HQRPLQDWRU
‘HLIKWHG $YHUDJH &RPPRQ 6KDUHV 2XWVWDQGLQJ
"LOXWLYH (IIHFW RI 6WRFN 2SWLRQV DQG :DUUDQWYV

HLIKWHG $YHUDJH 'LOXWLYH &RPPRQ 6KDUHV

%DVLF (DUQLQJV 3HU &RPPRQ 6KDUH )URP 1HW ,QFRPH $YDLODEOH WR &RPPRQ
6KDUHYV

'LOXWHG (DUQLQJV 3HU &RPPRQ 6KDUH JURP 1HW ,QFRPH $YDLODEOH WR
&RPPRQ 6KDUHYV

1RWH &DVK DQG 'XH )URP %DQN #*

7KH %DOWNTXVUHG WR PDLQWDLQ IXQGV LQ FDVK RU RQ GHGRM. W lZU ME 'WKNWHA EHYGHH/ DB SHVHUY




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 72 &2162/,'$7(' ),1$1&,%/ 67$7(0(176
‘ROOV LQ WKRXVDQGYV
1RWH 6HFXULWLHV *

7KH DPRUWL]JHG FRVW DQG IDLU YDOXH"WFRHPEHBX WDLA\G. HIVU B Y\DX.FOFCCEUO R HIR D W DROGHIORYZ \R |

"HFHPEHU
"ROODUV LQ WKRXVDQGYV
*URVV *URVV
$PRUWL]JHG 8QUHDOL]JHG8QUHDOL]JHG )DLU
&RV W *DLQV /IRVVHYV 9DOXH
86 *RYHUQPHQW $JHQFLHV
&RUSRUDWH 6HFXULWLHYV
ORUWJIDJH %DFNHG 6HFXULWLHYV
OXQLFLSDO 6HFXULWLHYV
2WKHU 6HFXULWLHV
7RWDO 6HFXULWLHV $YDLODEOH IRU 6DOH
"HFHPEHU
"ROODUV LQ WKRXVDQGYV
*URVV *URVV
$PRUWL]JHG 8QUHDOL]JHG8QUHDOL]JHG )DLU
&RV W *DLQV IRVVHYV 9DOXH

86 *RYHUQPHQW $JHQFLHYV
&RUSRUDWH 6HFXULWLHV
ORUWJIDJH %DFNHG 6HFXULWLHYV
OXQLFLSDO 6HFXULWLHV

2WKHU 6HFXULWLHYV

7TRWDO 6HFXULWLHY $YDLODEOH IRU 6DOH

7KH IROORZLQJ WDEOH LV D VXPPDU\ RI VHFXULWLHNFHPEKUWURYSG XQUHHJIDWE G EV \LIQW DY
OHQJWK RI WLPH LQ D FRQWLQXHG XQUHDOL]JHG ORVV SRVLWLRQ 'XH WR WKH QDWXUH
FRQVLGHUHG D WHPSRUDU\ LPSDLUPHQW RI WKH VHFXULWLHV




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 7222162/,'$7(' ),1$1&,$/ 67$7(0(176
'‘ROODUV LQ WKRXVDQGYV

'"HFHPEHU
/HVV 7KDQ ORQWKYV ORQWKV RU *UHDWHU 7TRWDO
'ROODUV LQ WKRXVDQGYV

*URVV *URVYV *URVYV
)DLU 8QUHDOL]HG )DLU 8QUHDOL]HG )DLU 8QUHDOL]
9DOXH IRVVHV 9DOXH /RVVHV 9DOXH IRVVHV

8 6 *RYHUQPHQW $JHQFLHV
&RUSRUDWH 6HFXULWLHYV
ORUWJIDJH %DFNHG 6HFXULWLHV
OXQLFLSDO 6HFXULWLHV

2WKHU 6HFXULWLHV

7TRWDO 6HFXULWLHYV $YDLODEOH IRU 6DOH

'"HFHPEHU
/HVV 7KDQ ORQWKYV ORQWKV RU *UHDWHU 7TRWDO
'ROODUV LQ WKRXVDQGV

*URVV *URVYV *URVV
)DLU 8QUHDOL]HG )DLU 8QUHDOL]HG )DLU 8QUHDOL]
9DOXH IRVVHV 9DOXH /RVVHV 9DOXH IRVVHV

86 *RYHUQPHQW $JHQFLHV
&RUSRUDWH BHFXULWLHV
ORUWJIDJH %DFNHG 6HFEXULWLHYV
OXQLFLSDO 6HFXULWLHV

2WKHU 6HFXULWLHYV

7TRWDO 6HFXULWLHY $YDLODEOH IRU 6DOH

ODQDIJHPHQW HYDOXDWHYVY VHFXULWLHV IRU RWKHU WKDQ WHPSRUDU\ LPSDLUPHQW ZKHQ H
HIWHQW DQG OHQJWK RI WLPH WKH IDLU YDOXH KDV EHHQ EHORZ FRVW WKH UHDVRQV IRU V
WKQRWKDW WKH &RPSDQ\ ZLOO EH UHTXLUHG WR VHOO WKH VHFEXULW\ EHIRUH WKH UHFRYF
FRXOG SRWHQWLDOO\ KDYH D FUHGLW LPSDLUPHQW WKDW LV RWKHU WKDQ WHPSRUDU
SHUIRUPDQFH FROODWHUDO W\SH FROODWHUDO JHRJUDSK\ ORDQ WR YDOXH UDWLRV F!
SURMHFWLRQVY DQG RWKHU IDFWRUV DV LQGLFDWRUV RI SRWHQWLDO FUHGLW LVVXHV :KHQ
LPSDLUPHQW ORVV LV UHFRJQL]HG




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 72 &2162/,'$7(' ),1$1&,$67$7(0(176
'ROODUV LQ WKRXVDQGV

7KH DPRUWL]HG FRVW DIQVGL HOV/L D YYCOL@XOHEYDARHI PREHW BXOID\HFBQ \RUDFW XDO PDWXULW\ DUHPDKGRZIM E
FRQWUDFWXDO PDWXULWLHYVY LQ PRUWJDJH EDFNHG VHFXIMEKN EBY EHE IRV H HASIOH & R U W B R XKW

$PRUWL]HG )DLU
&RVW 9DOXH
"ROODUV LQ WKRXVDQGYV

/HVV 7KDQ 2QH <HDU
2QH WR )LYH <HDUYV
2YHU )LYH WR 7HQ <HDUV
2YHU 7HQ <HDUV

7TRWDO 6HFXULWLHY $YDLODEOH IRU 6DOH

6HFXULWLHY DYDLODEOH IRU WO LZRQVEREO MLLRIQY NS RFWLYHO\ ZHUH SOHGJHG DV FROO
UHTXLUHG RU SHUPHWHNPHG LE\ @G DV RI

7 KHIHHU H DQG UHDOL]HG JURVV JDLQV IURP VDOHV RU UHGHMPWEHEBEQV R IDQKF XIHWGIHHF
7TKHUH ZHUH QG UHDOL]J]HG JURVYV ORVVHV IURP VDOHV RU UHIHFHPENMURQ@PQY ®RI VHW¥ X HEW IO
UHDOL]JHG JURVYV ORVVHV IURP VDOHV RU UHHFHPEWWLRQV RI VHFXULWLHV IRU WKH \HDU HQG|

7KH %DQN KDV LQYHVWHG LQ WKH J)HGHUDO +RPH /RDQ %DQN RI 'DOODV ZKLFK LV LQFOXGI
FRRWWKHVH VHFXPLWOHRQZDIWOOLRQ UHWSHAPVEHWHMQBW 7KH )HGHUDO +RPH /RDQ %DQN
DGYDQFHY IURP WKH JHGHUDO +RPHIFRPEH®DRAGRI 7R 8 OPIVOINWD BRARKKDV L Q D ID\GW P H@MW
,QGHSHQGHQW %D@NBOVRYEEMOLRQ LQ 0F/DUW\ &DSLWDO TDUW QHUY BB XHKBQJH &DSLWDO €

DQG LQ %DQNHUV ,QVXUDQFBQ® & DQQLUVW 1DWLR Q DHF PbMEHNH UD/Q% D N DS\HF WH¥H PE

WKH %DQN DOVFROIRED®LQYHVWPHQW LQ OF/DUW\ &D S L WIDDY BiYUWP G IQWW 1606 18H 7, / R ¥ L&D QG
LQYHVWPHQWY DUH FDUULHG DW FRVW GXH WR WKH ODFN RI D TXRWHG PDUNHW SULFH DQG




7DEOH RI &RQWHQWYV
%86,1(66 ),567 %$1&6+$5(6 ,1& $1' 68%6,',$5,(6
127(6 7222162/,'$7(' ),1$1&,$/ 67$7(0(176
'‘ROODUV LQ WKRXVDQGYV
1RWH /RDQV DQG WKH $OORZDQFH IRU /RDQ /RVVHV #
/RDQV UHPMAFHEEHU DQG DUH VXPPDUL]JHG DV IROORZV

'"HFHPEHU

'ROODUV LQ WKRXVDQ(
5HDO HVWDWH ORDQV

&RQVWUXFWLRQ DQG ODQG

YDUPODQG

IDPLO\ UHVLGHQWLDO

0OXOWL IDPLO\ UHVLGHQWLDO

1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU

7RWDO ORDQV KHOG IRU LQYHVWPHQW

IHVV
$OORZDQFH IRU ORDQ ORVVHYV
1HW ORDQYV

7KH SHUIRQWIRXIIWPLO\ UHVLGHQWLDO PXOWL IDPLO\ UHVLGHQWLDO FRPPHUFLDO UHDO H\
VHFXULQJ DGYDQFHVHRBRHRFPEWKHD)@ % DW

1HW GHIHUUHG ORDQ RU PLIOYIL\R QROQIGHFW ZEHIH DQG UHVSHFWLYHO\ DQG DUH QHWWHG LQ
,Q DGGLWLRQ WR ORDQV LVVXHG LQ WKH QRUPDO FRXUVH RI EXVLQHVY WKH &RPSDQ\ FR(
DV ORDQV LQ LWV FRQVR OHFHPEHIG BOED GRYH Y & H B WD R\ UHVSHFWLYHO\ KDYH EHHQ Ut

7KH %DQN LV WKH OHDG OHQGHU RQ SDUWLFLSDWLRQV VRO EQ WMVRIEHO XGH & XLV W KW RE B &
SULQFLSDO EDODQFHV RI PRUWJDJHV DQG RWKHU OMRIDOOL R IDPDIOFH BRHBBMRW KHQUE ZHHMHS B BW U

7KH %DQN JUD QMWW HROLRYY ®E FUHGLW WR LQGLYLGXDOV DQG D YDULHW\ RI EXVLQHVVHYV
DQG 7H[DV ODQDJHPHQW VHJUHJDWHV WKH ORDQ SRUWIROLR LQWR SRUWIROLR VHIJPHQW'
PHWKRG IRU GHWHUPLQLQJ LWV DOORZDQFH IRU ORDQ ORVVHV 7KH SRUWIROLR VHJPHQW:"
W\SH 6XFK ULVN IDFWRUV DUH SHULRGLFDOO\ UHYLHZHG E\ PDQDJHPHQW DQG UHYLVHG DV




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6 ,1& 6% 5586
127(6 72 &2162/,'$7(' ),1$1&,%/ 67$7(0(176
'ROODUV LQ WKRXVDQGYV

/IRDQV DFTXLUHG LQ EXVLQHVV FRPELQDWZRIQFKDLWH ORGCGWVYDDIDDODHUWERD HGRD WUIIBDG UW DE&XN H
Rl WKH ORDQV DREERUWKNSRIR&HQJ DOORZDQFH IRU ORDQ ORVVHV LV UHFRUGHG IRU WKH
UHTXLUHG DOORZDQFH IRU O RRGWOHRPHGEH F¥URG LDF TRISDHG HORDQYVDFTXLVLWLRQ DUH VLPLODU )\
WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHPDLQLQJ XQDFFUHW
XQDFFUHWHG GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK GLIITHUHQFH

$FTXLUHG ORDQV DUH WKRVH DVVRFLDWHG ZLWK RXU DFTXLVLWHFRDQVRW I$H) & F T K HDRE DO RRER) Y3H
UHODWHG DOORZDQFH IRU ORDQ ORVVHV

7RWDO ORDQV KHO® FRBEHUY H\QF¥ DKKGWPLOOLRQ Rl ORDQV DFTXLUHG LQ DQ DFTXLVLWLRQ V
GDWH ,QFOXGHG LQ WKHFBFEEKU UBAGUHDDPTXLHWMGWPSDLUHG ORDQV DFFRXQWHG IRU XQGHU
$FFRXQWLQJ 6WDQGDUGAMRRELDIOFOWHRW 6HFXULWLHY $FTXLUHGS$BEWK ' HZW W L R LQCHWWH & D&J

DQG DFTXLUHG SE&BDEGRXQWORDIRY X YEMWD GPRDOLRQ ZLWK D UHODWHGEGL®XUWRIDVH GLV

7TRWDO ORDQV KHOGIFRBEHYY HWOQ¥PKGWWDMWOLRQ RI ORDQV DFTXLUHG LQ DQ DFTXLVLWLRQ V
GDWH ,QFOXGHG LQ WKHFBFENUUABUEHDDAOTXEHE OBRDSDLZLWK D QHW FOLWWILRQY D@ B XBRW XR.IU
WRWDOLRLIOOLRQ ZLWK D UHODWHGL®XURIODVH GLVFRXQW RI

7KH IROORZLQJ WDEGIFHWPHEWY | RWWEK WIKH EIDODQFH RI WKH DOORZDQFH IRU ORDQ ORVVHYV
PHWKRGRORJ\ ZKLFK LV WKHQ IXUWKHU VHJUHJDWHG E\ DPRXQWY HYDOXDWHG IRU LPSDI

SRUWIROLR Q/RUPHQWW DVWLON LQGLFDWLYH RI IXWXUH ORVVHEP RMWHDQWUE DBDWWAK N OD/H FRUMKR (
RWKHU SRUWIROLR VHIPHQWYV




7DEOH RI &RQWHQWYV

%86,1(66 ),567 %$1&6+$5(6

,1& 6$1%55,88

127(6 72 &2162/,'$7(),1$1&,$/ 67$7(0(176

'ROODUV LQ WKRXVDQGV

$OORZDQFH IRU &UHGLW /RVVHY DQG 5HFRUGHG ,QYHVWPHQW LQ /RDQV 5HFHLYDEOH

"HFHPEHU

5HDO (VWDWH

'ROODUV LQ WKRXVDQGYV
5HDO (VWBHBMIMHO (VWDBWBO (VWDWH

&RQVWUXBEWRRQVWDWIDPLO\ 0XOWL IDPLIRQIDUP
DQG /DQG)DUPODQGHVLGHQWHNOGHQWRMWHVLGHERMPHUFLBRQVXPHU 7RWDO

$OORZDQFH IRU FUHGLW ORVVHYV
WHILQQLQJ %DODQFH

&KDUJH RIIV

5HFRYHULHV

SBURYLVLRQ

(QGLQJ %DODQFH

(QGLQJ %DODQFH
,QGLYLGXDOO\ HYDOXDWHG IRU
LPSDLUPHQW

&ROOHFWLYHO\ HYDOXDWHG IRU
LPSDLUPHQW

3XUFKDVHG &UHGLW ,PSDLUHG

/[RDQV UHFHLYDEOH
(QGLQJ %DODQFH

(QGLQJ %DODQFH
,QGLYLGXDOO\ HYDOXDWHG IRU
LPSDLUPHQW

&ROOHFWLYHO\ HYDOXDWHG IRU
LPSDLUPHQW

3XUFKDVHG &UHGLW ,PSDLUHG

3XUFKDVHG FUHGLW LPSDLUHG ORDQV DUH HYDOXDWHG

IRU LPSDLUPHQW RQ DQ LQGLYLGX




















































































































































