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(IDFW QDPH RI UHJLVWUDQW DV VSHFLILHG LQ LWV FKDUWHU

/IRXLVLDQD
BWRWHRWKHU MRULYERBYRBQWLRQ RU RUJDQL]DWLRQ , 56 (PSOR\HU ,GHQWLILFDWLRQ 1XI

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

S5HILVWUDHQAHSKRQH QXPEHU LQFOXGLQJ DUHD FRGH

6HFXULWLHYV UHJLVWHUHG XQGHU 6HFWLRQ E RI WKH ([FKDQJH $

7LWOH RI HDFK FODYV 7UDGLQJ 6\PERO V 1DPH RI HDFK H[FKDQJH RQ |ZK

&RPPRQ 6WRFN SDU YDOXH SHU VKD Wh67 1DVGDT *OREDO 6HOHFW (C

6HFXULWLHYV UHJLVWHUHG XQGHU 6HFR\WQRQ J RI WKH ([FKDQJH $F)
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV D ZHOO NQRZQ VHDVRQHGHEEVXHWR DV GHILC
,QGLFDWH E\ FKHFN PDUN LI WKH UHJLVWUDQW LV QRW UHTXLUHG WR ILOH ¢<HOSRUWIKR SXUVXDQ

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV ILOHG DOO UHIRREWWIRRHTXLUHG
([FKDQJH $FW RI GXULQJ WKH SUHFHGLQJ PRQWKYV DQG KDV EHHQ VXEMHFW WR VXFK

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW KDV VXEPLWWHG HOHOEURQ@FFDOO\ HY
WR 5XOH RI 5HIXODWLRQ 6 7 ¥ RI WKLV FKDSWHU GXULQJ WKH SUHFHGLQJ PRQWKYV
ZDV UHTXLUHG WR VXEPLW VXFK ILOHYV
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,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D ODUJH DFFHOHUDWHG ILOHU DQ DF

HPHUJLQJ JURZWK FRPSDQ\ 6HH WKH GHILQLWLRQV RI 3ODUJH DFFHOHUDWHG ILOHU ~ 3DFFHOH!

FRPSDQ\" LQ 5XOH E Rl WKH ([FKDQJH $FW

/DUJH DFFHOHUDWHG IL@BU $FFHOHUDWHG ILOHU OE

1RQ DFFHOHUDWHG ILOH2$ 6PDOOHU UHSRUWLQJ FRPSDQOE
(PHUJLQJ JURZWK FRPSDQ\ OE

, DQ HPHUJLQJ JURZWK FRPSDQ\ LQGLFDWH E\ D FKHFN PDUN LI WKH UHJLVWEDQW KDV HOHF
FRPSO\LQJ ZLWK DQ\ QHZ RU UHYLVHG ILQDQFLDO DFFRXQWLQJ VWDQGDUGY SURYLGHG SXUV)>

,QGLFDWH E\ FKHFN PDUN ZKHWKHU WKH UHJLVWUDQW LV D VKHOO FRPSDQXHDY GHOURQHG LQ 5

7KH DJJUHJDWH PDUNHW YDOXH RI WKH VKDUHV RI FRPPRQ VWRFN KHOG E\ QRQ DIILOLDWHYV E
RQ -XQH WKH ODVW GD\ RI WKH 5HJLVWUDQWYV PRVW UHFHQWO\ FRPSOHWHG VHFRQG IL\

$V RI ODUFK WKHUH ZHUHRXWVWDM®&OGBHWKH UHMMIPRPBBRQW WRFEN SDU YDOXH SHU VKDUH

'REXPHQW ,QFRUSRUDWHG %\ 5SHIHUHQFH
BRUWLRQV RI WKH UHJLVWUDQWYV '"HILQLWLYH 3UR[\ 6WDWHPHQW UHODWLQJ WR WKH $QQX
5HSRUW RQ )RUP . WR WKH HIWHQW VWDWHG KHUHLQ 6XFK '"HILQLWLYH 3UR[\ 6WDWHPHQW ZL
Rl WKH UHJLVWUDQWYV ILVFDO \HDU HQGHG 'HFHPEHU
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%NXVLQHVV

5LVN )DFWRUV

8QUHVROYHG 6WDII &RPPHQWYV
SURSHUWLHYV

/HIDO 3URFHHGLQJV

0LOH 6DIHW\ 'LVFORVXUHYV

ODUNHW IRU 5HJLVWUDOQWYIV &RPPRQ (TXLW\ 5HODWHG 6KDUHKROGHU ODWWHUV DQG
BHOHFWHG JLQDQFLDO 'DWD

ODODJHPHOWIV 'LVEXVVLRO DQOG $QDO\VLV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWYV
4XDOWLWDWLYH DOG 4XDOLWDWLYH 'LVFORVXUHV $ERXW ODUNHW 5LVN

JLODQFLDO 6WDWHPHQOWY DQG 6XSSOHPHQWDU\ 'DWD

&KDOQOJHYV LQ DOG 'LVDJUHHPHQOWY ZLWK $FFRXOWDQWY RQ $FFRXQWLQJ DQG )LQDQF
&ROWUROV DQG 3URFHGXUHYV

2WKHU .QIRUPDWLRQ

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

([HEXWLYH &RPSHQVDWLRQ

6HFEFXULW\ 2ZQHUVKLS RI &HUWDLQ %HQHILFLDO 2ZQHUY DQG ODQDJHPHQW DQG 5HODW
&HUWDLQ 5SHODWLRQVKLSY DQG 5HODWHG 7UDQVDFWLRQV DQG 'LUHFWRU ,QGHSHQG!
BSULQFLSDO $FFRXQWLQJ )HHVY DQG 6HUYLFHV

([KLELWY DQG )LQDQFLDO 6WDWHPHQW 6FKHGXOHV
)RUP . 6XPPDU\

6LIQODWXUHYV
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,PSRUWDQW 1RWLFH DERXW ,QIRUPDWLRQ LQ WKLV $QQXDO 5HSRUW RQ )

:KHQ ZH UHIHU LQ WKLV 5HSRUW WR 3ZH ~ 3RXU ~ 3XV "~ 3% XVLQHVV )LUVW DQG WKH 3&RPE
FRQVROLGDWHG VXEVLGLDULHV LQFOXGLQJ E %$1. IRUPHUO\ NQRZQ DV %XVLQHVV )LUVW %D
RWKHUZLVH

7KH LQIRUPDWLRQ FRQWDLQHG LQ WKLY $QQXDO 5HSRUW RQ )RUP . LV DFFXUDWH RQO’
)25:$5' /22.,1* 67$7(0(176

7KLV $QQXDO 5HSRUW RQ )RUP . RU WKH 35HSRUW ~ FRQWDLQV IRUZDUG ORRNLQJ VWDV
SGHFXULWLHYV $FW° DQG ( Rl WKH 6HFXULWLHV ([FKDQJH $FW RI WKH 3([FKDQJH $FW’" 7K
YLHZV RI RXU VHQLRU PDQDJHPHQW ZLWK UHVSHFW WR RXU ILQDQFLDO SHUIRUPDQFH DQG IX
ZLWKRXW OLPLWDWLRQ VWDWHPHQWY UHODWLQJ WR WKH DQWLFLSDWHG EHQHILWV RI RXU Ut
5LFKODQG 6WDWH %DQFRUS ,QF DQG LWV VXEVLGLDU\ 5LFKODQG 6WDWH %DQN 7KHVH VWD
SPD\ © 3VKRXOG ~ 3FRXOG ~ 3SUHGLFW ~ 3SRWHQWLDO ~ SEHOLHYH ~ 3ZLOO OLNHO\ UHVXOW ~ 3H[S
3ZRX0OG DQG *RXWORRN ~ DQG VLPLODU H[SUHVVLRQV RI D IXWXUH RU IRUZDUG ORRNLQJ QDW
$FFRUGLQJO\ WKHUH DUH RU ZLOO EH LPSRUWDQW IDFWRUV WKDW FRXOG FDXVH RXU DFWXDC

‘H EHOLHYH WKHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG WR WKH IROORZLQJ
" ULVNV UHODWHG WR WKH LQWHJUDWLRQ RI DQ\ DFTXLUHG EXVLQHVVHV LQFOXGLQ.
FRQWLQJHQW OLDELOLWLHY WKH WLPH DQG FRVWV DVVRFLDWHG ZLWK LQWHJUDWI
FDSLWDO WR ILQDQFH VXFK WUDQVDFWLRQV DQG SRVVLEOH IDLOXUHV LQ UHDOL]L(
" FKDQJHV LQ WKH VWUHQJWK Rl WKH 8QLWHG 6WDWHV 38 6 ° HFRQRP\ LQ JHQHUDO |
FXVWRPHUV DQG WKHLU DELOLW\ WR WUDQVDFW SURILWDEOH EXVLQHVV ZLWK XV L

RU D FKDQJH LQ WKH YDOXH RI WKH UHODWHG FROODWHUDO

" HFRQRPLF ULVNV SRVHG E\ RXU JHRJUDSKLF FRQFHQWUDWLRQ LQ /RXLVLDQD DQG W
" WKH DELOLW\ WR VXVWDLQ DQG FRQWLQXH RXU RUJDQLF ORDQ DQG GHSRVLW JURZ

" PDUNHW GHFOLQHV LQ LQGXVWULHV WR ZKLFK ZH KDYH H[SRVXUH VXFK DV WKH YR(
RXU ERUURZHUY DQG LQYHVWPHQWY WKDW RSHUDWH ZLWKLQ RU DUH EDFNHG E\ F

" YRODWLOLW\ DQG GLUHFWLRQ RI LQWHUHVW UDWHYVY DQG PDUNHW SULFHV ZKLFK FF
" LQWHUHVW UDWH ULVN DVVRFLDWHG ZLWK RXU EXVLQHVYV

" FKDQJHV LQ WKH OHYHOV RI ORDQ SUHSD\PHQWY DQG WKH UHVXOWLQJ HIIHFWV RQ
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7KH

&RQWHQWYV
LQFUHDVHG FRPSHWLWLRQ LQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ SDUWLFXODUO\

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

FKDQJHV LQ WKH YDOXH RI FROODWHUDO VHFXULQJ RXU ORDQV

GHWHULRUDWLQJ DVVHW TXDOLW\ DQG KLIJKHU ORDQ FKDUJH RIIV DQG WKH WLPH C
WKH IDLOXUH RI DVVXPSWLRQV XQGHUO\LQJ WKH HVWDEOLVKPHQW RI DQG SURYLVL
FKDQJHV LQ WKH DYDLODELOLW\ RI IXQGY UHVXOWLQJ LQ LQFUHDVHG FRVWYV RU UH
RXU DELOLW\ WR PDLQWDLQ LPSRUWDQW GHSRVLW FXVWRPHU UHODWLRQVKLSYV DQC
D GHWHUPLQDWLRQ RU GRZQJUDGH LQ WKH FUHGLW TXDOLW\ DQG FUHGLW DJHQF\ L
LQFUHDVHG DVVHW OHYHOV DQG FKDQJHV LQ WKH FRPSRVLWLRQ RI DVVHWY DQG W
RXU DELOLW\ WR SUXGHQWO\ PDQDJH RXU JURZWK DQG H[HFXWH RXU VWUDWHJI\
ULVNV DVVRFLDWHG ZLWK RXU DFTXLVLWLRQ DQG GH QRYR EUDQFKLQJ VWUDWHJ\
WKH ORVV RI VHQLRU PDQDJHPHQW RU RSHUDWLQJ SHUVRQQHO DQG WKH SRWHQWL

OHJLVODWLYH RU UHIJXODWRU\ GHYHORSPHQWY LQFOXGLQJ FKDQJHV LQ WKH ODZV
DFFRXQWLQJ WD[ WUDGH PRQHWDU\ DQG ILVFDO PDWWHUV

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

QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU DFWV RI WHUURULVP DQ RXWEUHDN
SDQGHPLFV VXFK DV FRURQDYLUXV DQG RWKHU PDWWHUV EH\RQG RXU FRQWURO

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

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

RU PRUH HYHQWYV UHODWHG WR WKHVH RU RWKHU ULVNV RU XQFHUWDLQWLHY PDWHULDOL]H F
ZKDW ZH DQWLFLSDWH $FFRUGLQJO\ \RX VKRXOG QRW SODFH XQGXH UHOLDQFH RQ DQ\ VXFt

GDWH RQ

ZKLFK LW LV PDGH DQG ZH GR QRW XQGHUWDNH DQ\ REOLJDWLRQ WR XSGDWH DQ\ |

RQ ZKLFK VXFK VWDWHPHQW LV PDGH RU WR UHIOHFW WKH RFFXUUHQFH RI XQDQWLFLSDWHG |
ZLOO DULVH ,Q DGGLWLRQ ZH FDQQRW DVVHVV WKH LPSDFW RI HDFK IDFWRU RQ RXU EXVLQF
WR GLIIHU PDWHULDOO\ IURP WKRVH FRQWDLQHG LQ DQ\ IRUZDUG ORRNLQJ VWDWHPHQWYV
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3DUW
,7(0  %XVLQHVV
*HQHUDO
%XVLQHVV J)LUVW %DQFVKDUHV ,QF LV D EDQN KROGLQJ FRPSDQ\ KHDGTXDUWHUHG LQ ¥
%XVLQHVV )LUVW %DQN D /RXLVLDQD VWDWH EDQNLQJ DVVRFLDWLRQ DQG FRPPXQLW\ EDVHG
FXUUHQWO\ RSHUDWH WKURXJKRXW WKH VWDWH RI /RXLVLDQD DQG 'DOODV 7H[DV IURP D QH\
6LQFH RXU IRXQGLQJ LQ RXU PLVVLRQ KDV QRW FKDQJHG # ZH VHHN WR EH WKH ILQD

WKHLU RZQHUY DQG HPSOR\HHV 7R DFKLHYH WKLV JRDO ZH IRFXV RQ UHFUXLWLQJ UHWDLQL¢
LQ WKH FRPPXQLWLHV WKDW WKH\ VHUYH DQG RQ SURYLGLQJ PDUNHW OHDGLQJ SURGXFWYV I

ODUJHVW /RXLVLDQD EDVHG ILQDQFLDO LQVWLWXWLRQV $V RI '"HFHPEHU RQ D FRQVROL
GHSRVLWYV RI ELOOLRQ DQG VKDUHKROGHUVYT HTXLW\ RI PLOOLRQ
'XULQJ WKH VHFRQG TXDUWHU RI ZH OLVWHG RXU FRPPRQ VWRFN RQ WKH 1DVGDT *OF

2XU %XVLQHVYV 6WUDWHJ\

:H EHOLHYH D EDQN VKRXOG EH PHDVXUHG E\ WKH YDOXH LW DGGV WR LWV FXVWRPHUV!
ZLWK GHHS PDUNHW H[SHULHQFH ZKR DUH HPSRZHUHG ZLWK GHFLVLRQ PDNLQJ DXWKRULW\ DC(
XQGHUVWDQG RXU FRPSHWLWLYH VWUHQJWKY DQG SXUVXH GLVFLSOLQHG JURZWK WKURXJK V
VWUDWHJ\ SULPDULO\ FRQVLVWY RI LGHQWLI\LQJ DQG UHFUXLWLQJ WDOHQWHG WHDPV RI EDQ

‘:H EHOLHYH WKHUH LV DQ DUHD VWUHWFKLQJ IURP 'DOODV 7H[DV WR -DFNVRQ OLVVLVVL:
WKH , FRUULGRUV ZKRVH VPDOO WR PLGVL]JHG EXVLQHVVHY DQG KLJK QHW ZRUWK LQGLYL
FRPPHUFLDO DQG SULYDWH EDQNLQJ SURGXFWV DQG VHUYLFHYV H LQWHQG WR OHYHUDJH RX
RSSRUWXQLWLHYV ERWK ZLWKLQ RXU H[LVWLQJ IRRWSULQW DQG LQ WKLV ODUJHU UHJLRQ 2XL

" (ISDQGLQJ 3UHVHQFH LOKUQMWIHQRDLMWNHWYD VWURQJ SRVLWLRQ LQ DOPRVW DOO R
EDQNV E\ GHSRVLW PDUNHW VKDUH ZH DUH FRQWLQXDOO\ ZRUNLQJ WR VWUHQJWKH
UHODWLRQVKLSY DUH DW WKH KHDUW RI RXU EXVLQHVV DQG ZH DUH DOZD\V ORRNL
H[LVWLQJ PDUNHWV $GGLWLRQDOO\ ZH FRQVWDQWO\ VWUHVV GHSRVLW JURZWK WF
OLPLWHG E\ RXU DELOLW\ WR IXQG WKRVH ORDQV $OWKRXJK PDQ\ Rl RXU PDUNHWYV
RXU EUDQFK OLWH PRGHO ZH PD\ FRQVLGHU DGGLQJ PRUH EDQNLQJ FHQWHUV RU FR

» 2SSRUWXQLVWLF ODW DWW ZH®®MERRQWLRQHG WR H[SDQG DORQJ WKH , DQG ,
DQG (DVW 7H[DV PDUNHWVY WR WKH ZHVW DQG LQWR WKH -DFNVRQ DQG *XOISRUW %
GHPRJUDSKLFV DQG D VLJQLILFDQW FRQFHQWUDWLRQ RI VPDOO WR PLGVL]HG EXVL
EDQNLQJ LQGXVWU\ :H LQWHQG WR IRFXV RQ JURZLQJ LQWR WKHVH PDUNHWV DV ZlI
RI ORFDO EDQNHUV ZKR ILW RXU FXOWXUH DQG EDQNLQJ VWUDWHJI\ (DFK RI RXU HJ¢

" 'LVFLSOLQHG $FTXLMIOHLRK BMOUD WHIRDLQ IRFXVHG RQ RUJDQLF H[SDQVLRQ ZH ZLO(
VWUDWHJILF EXVLQHVY DFTXLVLWLRQV DV WKH\ DULVH IURP WLPH WR WLPH :H KDY}t
DFTXLVLWLRQV ZLWK RXU RQO\ DFTXLVLWLRQV WR GDWH EHLQJ WKH DFTXLVLWLRQ
5RXJH LQ WKH DFTXLVLWLRQ RI OLQGHQ %DQFRUS ,QF ZLWKLQ RXU VHFRQG ROC

ZH DFTXLUHG 5LFKODQG 6WDWH %DQFRUS ,QF ZKLFK LV LQ WKH 1RUWKHDVW /R>
KDYH DOVR HQWHUHG LQWR DQ DJUHHPHQW DQG SODQ RI UHRUJDQL]DWLRQ WR DFT
GLVFXVVHG EHORZ :H ZLOO FDUHIXOO\ FRQVLGHU DFTXLVLWLRQ RSSRUWXQLWLHV V
ULVN DGMXVWHG UHWXUQV WR RXU VKDUHKROGHUYV




7DEOH RI &RQWHQWYV
$FTXLVLWLRQ $FWLYLW\

$PHULFDQ *DWHZD\ )LQDRDF ODOFKRUSRUDMLABTXLUHG $PHULFDQ *DWHZD\ )LQDQFLDO &RL
EDQNLQJ VXEVLGLDU\ $PHULFDQ *DWHZD\ %DQN 3ULRU WR WKH PHUJHU $*)& RSHUDWHG WHQ
RI PLOOLRQ WRWDO ORDQV RI PLOOLRQ DQG WRWDO GHSRVLWV RI PLOOLRQ LQ '
"HVW %DWRQ 5RXJH DQG (DVW %DWRQ 5RXJH PDUNHWV DQG HQKDQFHG RXU FRUH GHSRVLW S

OLQGHQ %DQERLEFWRHEFHU ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLL
VXEVLGLDU\ 0%/ %DQN 7KH DFTXLVLWLRQ ZDV FRQVXPPDWHG RQ -DQXDU\ $V D UHVXOW
LQ WKH 6KUHYHSRUW %RVVLHU &LW\ PHWURSROLWDQ DUHD WRWDO DVVHWYV RI PLOOLRQ ¢

RXU SUHVHQFH LQ RXU 1RUWKZHVW /RXLVLDQD PDUNHW DQG DGGHG ZKDW ZH EHOLHYH WR E}

S5LFKODQG 6WDWRQWIXQHRUS ,(H HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLU
EDQNLQJ VXEVLGLDU\ 5LFKODQG 6WDWH %DQN 7KH DFTXLVLWLRQ ZDV FRQVXPPDWHG RQ 'HFH
EDQNLQJ ORFDWLRQV VWUHWFKLQJ DFURVYV /RXLVLDQD DORQJ WKH , FRUULGRU WRWDO DVVF
DFTXLVLWLRQ H[SDQGHG RXU SUHVHQFH LQ /RXLVLDQD E\ HVWDEOLVKLQJ D IRRWSULQW LQ W

BHGHYWIREeVKDZAV-D@¥ED U\ ZH HOQOWHUHG LQWR DQ DJUHHPHQW DQG SODQ RI UHRUJ
FRPSDQ\ ZLWK UHVSHFW WR 3HGHVWDO %DQN KHDGTXDUWHUHG LQ +RXPD /RXLVLDQD 3HGH\

2XU &RPSHWLWLYH 6WUHQJWKYV
‘H EHOLHYH WKH IROORZLQJ FRPSHWLWLYH VWUHQJWKYV GLIITHUHQWLDWH XV IURP RXU SH

" 6RSKLVWLFDWHG %XV L QH8/QUOLNHGW Q D GIDVGIDFEQ D@ WRRPXQLW\ EDQNV ZH VSHFLILFDO
UHTXLUH D GHJUHH RI EXVLQHVV OHQGLQJ H[SHUWLVH WKDW LV W\SLFDOO\ IRXQG R
FUHGLW QHHGY EHWZHHQ PLOOLRQ DQG PLOOLRQ ZKRVH EDQNLQJ QHHGYV DUH V
HQRXJK WR DWWUDFW SHUVRQDOL]HG DWWHQWLRQ DQG VHUYLFH IURP ODUJHU LQV\
FRPPXQLW\ EDQN ZH EHJDQ IRFXVLQJ KHDYLO\ RQ RXU FRPPHUFLDO DQG LQGXVWULI
GHYHORSHG H[WHQVLYH & , H[SHUWLVH DFURVYV RXU PDUNHWY & , OHQGLQJ UHTXLU
EXVLQHVVHY DQG WKHLU EDQNLQJ QHHGV ZKLFK ZH EHOLHYH LV ZHOO VXLWHG IRU
H[SHUWLVH LQ WKLV VPDOO WR PLGVL]HG EXVLQHVV EDQNLQJ QLFKH WKDW LV KLVW
KDYH DOVR EXLOW WUHDVXU\ DQG FDVK PDQDJHPHQW SURJUDPV WKDW FDWHU WR |
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&RQWHQWYV

7UXH &RPPXQLW\ % DHOMNSILQWHORMELH)I ORFDWHG LQ /RXLVLDQDYV ODUJHVW PHWURSROI
7H[DV ZH KDYH D WUXH FRPPXQLW\ EDQNLQJ PLQGVHW 7KDW PHDQV UHODWLRQVKLS
SUHVLGHQWY DQG WKHLU WHDPV DUH WUDLQHG LQ FUHGLW XQGHUZULWLQJ DQG DV'
MXVW FUHGLW SURGXFHUV 7KH H[SHULHQFH DQG WDOHQW RI RXU PDUNHW SUHVLGF
GHFLVLRQ PDNLQJ DXWKRULW\ ZKLOH PDLQWDLQLQJ GLVFLSOLQHG FUHGLW SUDFWLF
OLQHV" SURPRWHV TXDOLW\ ORDQ JHQHUDWLRQ DQG PD[LPL]JHV HIILFLHQF\ )XUWKHU
EDQNLQJ WHDPV WR XQGHUVWDQG WKH LPSRUWDQFH RI TXDOLW\ FRUH GHSRVLW IX
YLHZ E %$1. DV D QHWZRUN Rl WUXH FRPPXQLW\ EDQNV QRW DV D W\SLFDO UHJLRQI
DW WKH FRUSRUDWH OHYHO ZLWKRXW LQSXW IURP LWV ORFDO EDQNHUV ,Q DGGLWL
EHLQJ LQ %DWRQ 5RXJH SURYLGLQJ WKH EDQN ZLWK D PRUH LQIRUPHG YLHZ RI RXL

(QWUHSUHQHXWLRDY&HXDRMKNUHHG KDUG WR EXLOG D WHDP RI VHOI VWDUWHUV ZKR DUI
VXFFHVV UHFUXLWLQJ EDQNHUV DW PXFK ODUJHU LQVWLWXWLRQV ZKR DUH IUXVWU
IRFXV RQ WKH SXUVXLW RI ODUJHU EXVLQHVY EDQNLQJ FOLHQWY WKDW ODUJHU ED!
/ILNHZLVH ZH KDYH VXFFHVVIXOO\ UHFUXLWHG EDQNHUVY DW SHHU RU VPDOOHU LQV'
DSSURSULDWHO\ VHUYH WKH PRUH VRSKLVWLFDWHG EDQNLQJ QHHGYV RI WKH VPDOO
HQHUJHWLF ‘:H EHOLHYH WKHLU FROODERUDWLYH DQG FRKHVLYH DSSURDFK WR ZRL
WKDW OHDYH XV ZHOO SRVLWLRQHG IRU IXWXUH JURZWK DQG KHOSV XV DWWUDFW I

+LVWRU\ Rl 'LVFLSGBLQHRB RPSWD QRALR®LQJI LQ ZH KDYH JURZQ UDSLGO\ DFURVYV WK
H[SDQVLRQV ZHUH LQLWLDWHG ZLWK FDUHIXO LGHQWLILFDWLRQ DQG UHFUXLWPHQW
LOQGXVWULHY DQG FUHGLW H[SRVXUHV 2XU EDQNLQJ FHQWHUYV DUH FDUHIXOO\ VLW
VPDOO WR PLGVL]HG EXVLQHVYV FXVWRPHUV DQG KLJK QHW ZRUWK LQGLYLGXDOV 7|
WKH ULJKW EDQNHUV LQ WKH ULJKW PDUNHWYV EXW LQ FRQWLQXLQJ WR IRFXV RQ W
UHODWLRQVKLSY DV ZH JURZ 2YHU WKH \HDUV WKH PDJQLWXGH RI RXU ODUJH EDQ
UHODWLRQVKLSYV KDV JURZQ VLJQLILFDQWO\ ,Q RUGHU WR FRQWLQXH WR VHUYH R
VWURQJ SDUWLFLSDWLRQ QHWZRUN WKDW ZH EHOLHYH XQGHUVFRUHYV WKH VWUHQJ
LV LPSRUWDQW WR NHHS VLJKW RI ZKHUH RXU VWUHQJWKY OLH DQG QRW SXUVXH JI

6WURQJ 3ODWIRWN IRWHFRZWRU\ FRPSOHPHQW WR RXU VW\OH RI VRSKLVWLFDWHG F
EXLOG D VWURQJ RSHUDWLRQDO SODWIRUP WR HPSRZHU RXU LQGLYLGXDO PDUNHWYV
SRVLWLRQ XV IRU IXWXUH JURZWK ZLWKRXW FRPPHQVXUDWH JURZWK LQ RSHUDWLR
PRGHOLQJ FDSDELOLWLHYV LQ UHFHQW \HDUV * ZH EHOLHYH RXU XQGHUZULWLQJ FDE¢
QHWZRUN DQG DVVHW TXDOLW\ PHWULFV DUH HYLGHQFH RI WKRVH FDSDELOLWLHV :
LV VNHZHG WRZDUGV WKH SURGXFWLRQ VLGH RI RXU EXVLQHVY DQG WR DFFRPPRGI
:H EHOLHYH RXU LQYHVWPHQWY LQ WHFKQRORJ\ ZLOO DOVR DOORZ XV WR PDLQWDL
QHWZRUN RI EULFN DQG PRUWDU ORFDWLRQV




7DEOH RI &RQWHQWYV
2XU ODUNHWYV

2XU EDQNLQJ RSHUDWLRQV DUH FXUUHQWO\ RUJDQL]HG LQWR QLQH PDUNHWYV LQ /RXLVLD
7H[DV PDUNHW ZKLFK ZH VHUYLFH WKURXJK IX00 VHUYLFH EDQNLQJ FHQWHUV :H FRQYHUW
‘H ZLOO FRQWLQXH WR ORRN IRU WDOHQWHG WHDPV RI EDQNHUV LQ PDUNHWY DQG SRWHQ

2XU B3URGXFWY DQG 6HUYLFHV

E %$1. LV DQ LOGHSHQGHQW ILQDQFLDO LQVWLWXWLRQ WKDW LV HQJDJHG LQ VXEVWDQ'
LQ /RXLVLDQD DQG 7H[DV :H RIIHU DPRQJ RWKHU SURGXFWV FKHFNLQJ VDYLQJV DQG PRQH\
PRUWJDJH ORDQV UHDO HVWDWH ORDQV DQG RWKHU LQVWDOOPHQW DQG WHUP ORDQV ,Q D
IDFLOLWLHY DXWRPDWHG WHOOHU PDFKLQHV QLJKW GHSRVLWRU\ SHUVRQDOL]HG FKHENV F
GRPHVWLF DQG IRUHLJQ ZLUH WUDQVIHUV WUDYHOHUYV FKHFNV FDVK PDQDJHPHQW YDXOW

/HQGLQJ $FWLYLWLHYV

$V D EXVLQHVV IRFXVHG FRPPXQLW\ EDVHG ILQDQFLDO LQVWLWXWLRQ ZH RIIHU D YDULH
ORDQV FRPPHUFLDO UHDO HVWDWH EDFNHG ORDQV LQFOXGLQJ ORDQV VHFXUHG E\ RZQHU RF
DQG GHYHORSPHQW ORDQV ERUURZLQJ EDVH ORDQV UHDO HVWDWH FRQVWUXFWLRQ ORDQV
PLGVL]HG EXVLQHVVHY UHDO HVWDWH GHYHORSHUV PRUWJDJH OHQGHUV PDQXIDFWXULQJ I
LQGLYLGXDOV DQG SURIHVVLRQDOV LQFOXGLQJ UHVLGHQWLDO UHDO HVWDWH ORDQV KRPH |
OHWWHUV RI FUHGLW /HQGLQJ DFWLYLWLHYVY RULJLQDWH IURP WKH HITRUWV RI RXU EDQNHUV
DQG KLJK QHW ZRUWK LQGLYLGXDOV ORFDWHG LQ RXU PDUNHW DUHDV $OWKRXJK DOO OHQGL
XQGHUZULWLQJ SROLFLHVY DQG FRQVLVWHQW PRQLWRULQJ RI FUHGLW TXDOLW\ LQGLFDWRUYV

&RPPHUFLDO DQG ,QEXPDMUHLR QO ORDQY LQFOXGLQJ FRPPHUFLDO OLQHV RI FUHGLW ZRUNI
DFTXLVLWLRQ H[SDQVLRQ DQG GHYHORSPHQW ORDQV ERUURZLQJ EDVH ORDQV OHWWHUV RI
WKH EDVLV RI WKH ERUURZHUYY DELOLW\ WR VHUYLFH WKH GHEW IURP LQFRPH :H W\SLFDOO\
DYDLODEOH UHDO HVWDWH DFFRXQWVY UHFHLYDEOH SURPLVVRU\ QRWHV LQYHQWRU\ DQG HT
ORDQV JHQHUDOO\ KDYH YDULDEOH LOQWHUHVW UDWHYV DQG WHUPV WKDW W\SLFDOO\ UDQJH I
VWUHQJIJWK RI WKH ERUURZHU JXDUDQWRU DQG WKH DJH W\SH DQG YDOXH RI WKH FROODWHUL
RU LQFOXGH SHULRGLF LQWHUHVW UDWH UHVHWYV 2XU XQGHUZULWLQJ SROLF\ GRHVY DOORZ IR
KRZHYHU WKH WHUP DQG DPRUWL]DWLRQ PXVW EH FRQVLVWHQW ZLWK WKH XVHIXO OLIH DQG
,Q JHQHUDO & , ORDQV PD\ LQYROYH LQFUHDVHG FUHGLW ULVN DQG WKHUHIRUH W\SLFDOO\ \
GHULYHV IURP WKH H[SHFWDWLRQ WKDW VXFK ORDQV JHQHUDOO\ DUH VHUYLFHG SULQFLSDO
LOQWHUUXSWLRQ RU GLVFRQWLQXDQFH RI RSHUDWLQJ FDVK IORZV IURP WKH EXVLQHVV ZKLF!
HYHQWY DQG FKDQJHV LQ JRYHUQPHQWDO UHJXODWLRQV FRXOG PDWHULDOO\ DIIHFW WKH DE
JHQHUDOO\ LQFOXGHY PRYHDEOH SURSHUW\ VXFK DV HTXLSPHQW DQG LQYHQWRU\ ZKLFK PD\
ULVN $V D UHVXOW RI WKHVH DGGLWLRQDO FRPSOH[LWLHV YDULDEOHY DQG ULVNV & , ORDQ"




7DEOH RI &RQWHQWYV

&RQVWUXFWLRQ DQG 'RKHWORRSPHOQOWX FRMLRY SRUWIROLR LQFOXGHY ORDQV WR VPDOO WR
GHYHORSHUV RI FRPPHUFLDO UHDO HVWDWH LQYHVWPHQW SURSHUWLHY DQG UHVLGHQWLDO (
IDPLO\ KRPHV LQ RXU PDUNHW DUHDV &RQVWUXFWLRQ DQG GHYHORSPHQW ORDQV DUH JHQHUI
SROLF\ GRHVY DOORZ IRU H[FHSWLRQV LQ ZKLFK WKH WHUP RI D FRQVWUXFWLRQ DQG GHYHORSES
FRQVLVWHQW ZLWK WKH ERUURZHUYYVY GRFXPHQWHG DELOLW\ WR UHSD\ 7KH UDWLR RI WKH O
W\SLFDOO\ ZLOO QRW H[FHHG UHJXODWRU\ VXSHUYLVRU\ JXLGHOLQHV /RDQ SURFHHGV DUH (
LQVSHFWHG E\ DQ H[SHULHQFHG FRQVWUXFWLRQ OHQGHU RU WKLUG SDUW\ LQVSHFWRU 5LVI
UHDO HVWDWH SURMHFW FRPSOHWLRQ ULVN DQG FKDQJH LQ PDUNHW WUHQGV :H DUH DOVR
VHOO WKH SURSHUW\ XSRQ FRPSOHWLRQ RI WKH SURMHFW ZKLFK PD\ EH DIITHFWHG E\ FKDQJH
ZH IXQGHG WKH ORDQ

&RPPHUFLDO 5HDO: (VR DWWH URDQWVWDWH ORDQV IRU FRPPHUFLDO SURSHUW\ WKDW LV R
LQYHVWRUV &RPPHUFLDO ORDQV WKDW DUH VHFXUHG E\ RZQHU RFFXSLHG FRPPHUFLDO UHDO
FDWHJRU\ RI ORDQ &RPPHUFLDO UHDO HVWDWH ORDQ WHUPV DUH JHQHUDOO\ ILYH \HDUV RU C
VWUXFWXUHG RQ D ORQJHU DPRUWL]DWLRQ EDVLV LQ XQXVXDO FDVHV 7KH LQWHUHVW UDWH"
QRW IL[HG IRU D SHULRG H[FHHGLQJ ILYH \HDUV :H JHQHUDOO\ FKDUJH DQ RULJLQDWLRQ IHH
WKH EXVLQHVV VXSSRUWHG E\ D UHYLHZ RI WKH SULQFLSDO RZQHUVY SHUVRQDO ILQDQFLDO
HVWDWH ORDQV LQFOXGH IOXFWXDWLRQV LQ WKH YDOXH RI UHDO HVWDWH WKH RYHUDOO VYV
FRQWDPLQDWLRQ DQG WKH TXDOLW\ RI WKH ERUURZHUYY PDQDJHPHQW :H PDNH HIIRUWV WR C
VHFEXULQJ RXU H[LVWLQJ FRPPHUFLDO UHDO HVWDWH ORDQV LQFOXGHYV D ZLGH YDULHW\ RI SI
EXLOGLQJV KRWHOV PL[HG XVH UHVLGHQWLDO FRPPHUFLDO SURSHUWLHVY UHWDLO FHQWHUV
SURILOH WKDQ RXU FRQVXPHU UHDO HVWDWH DQG FRQVXPHU ORDQ SRUWIROLRYV

5HVLGHQWLDO 5HDB RYMDWHUMW QQG VHFRQG OLHQ RQH WR IRXU IDPLO\ PRUWJDJH ORDC
RQ RZQHU RFFXSLHG SULPDU\ UHVLGHQFHV 2XU UHWDLO FRQVXPHU UHDO HVWDWH OHQGLQJ ¢
DOVR RULJLQDWH IRU UHVDOH RQH WR IRXU IDPLO\ PRUWJDJH ORDQV DQG WKRVH ORDQV DU}
$OWKRXJIK RXU FRQVXPHU UHDO HVWDWH ORDQ SRUWIROLR SUHVHQWY ORZHU OHYHOV RI ULVN
H[SRVHG WR ULVN EDVHG RQ IOXFWXDWLRQV LQ WKH YDOXH RI WKH UHDO HVWDWH FROODWHL
DIIHFWHG E\ QXPHURXV IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUV

&RQVXPHU /RD@®MY RXU IRFXV LV RQ VHUYLFH WR VPDOO WR PLGVL]HG EXVLQHVVHV ZH DO
KRXVHKROG SXUSRVHV LQFOXGLQJ VHFXUHG DQG XQVHFXUHG LQVWDOOPHQW DQG WHUP ORI
PDUNHW FRQVXPHU ORDQV WR SHUVRQV ZKR GR QRW KDYH D SUH H[LVWLQJ UHODWLRQVKLS Z
ILQDQFLDO FRQGLWLRQ DQG LQ VRPH FDVHV DUH XQVHFXUHG FUHGLWV VXEMHFW XV WR UL
QXPHURXV IDFWRUV LQFOXGLQJ GLYRUFH MRE ORVV LOOQHVV RU RWKHU SHUVRQDO KDUGYV
FRQVXPHU ORDQ LI DQ\




7DEOH RI &RQWHQWYV
&UHGLW 3ROLFLHY DQG 3URFHGXUHYV

*HQHUDK®W DGKHUH WR ZKDW ZH EHOLHYH DUH GLVFLSOLQHG XQGHUZULWLQJ VWDQGDUGV
RXU SULPDU\ PDUNHW DUHDV E\ RITHULQJ IOH[LEOH ORDQ VROXWLRQV LQ D UHVSRQVLYH DQG V
NQRZOHGJH ORQJ WHUP FXVWRPHU UHODWLRQVKLSY FRQVLVWHQW DQG WKRURXJK XQGHUZU
GLYHUVLILHG ORDQ SRUWIROLR DFURVVY FXVWRPHU SURGXFW DQG LQGXVWU\ W\SHV 2XU OHC(
KDYH KLJK ORDQ WR YDOXH UDWLRVY 7KHVH FRPSRQHQWYV WRJIJHWKHU ZLWK DFWLYH FUHGLW |
HQKDQFLQJ WKH ORQJ WHUP YDOXH RI RXU RUJDQL]JDWLRQ WR RXU FXVWRPHUV HPSOR\HHV \

&UHGLW &RQFHQWRQWHRWIVRQ 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 FRQFHQWUDWLRC
%RDUG RI 'LUHFWRUV

/IRDQ $SSURYDOH3VRIHFNWR DFKLHYH DQ DSSURSULDWH EDODQFH EHWZHHQ SUXGHQW GLV
UHVSRQVLYHQHVV WR RXU FXVWRPHUV 2XU ERDUG KDV HVWDEOLVKHG DQ 3LQ KRXVH" OHQGLC(C
WKH FDVH RI ORDQV WKDW DUH QRW IXOO\ VHFXUHG ZLWK DQ DGGLWLRQDO RI WKH %DQNTV
FROODWHUDO KDYLQJ D PDUNHW YDOXH DV GHWHUPLQHG E\ UHOLDEOH DQG FRQWLQXRXVO\ D
ZLOO EH DV RI WKH SULRU PRQWK HQG $V RI '"HFHPEHU WKH %DQN KDG D OHJDO OHQGLQJ
PDUNHWDEOH FROODWHUDO DQG LWV 3LQ KRXVH" OHQGLQJ OLPLW ZDV PLOOLRQ DV RI VXF
PDUNHWYV IURP WKRVH ORFDWLRQV

2XU FUHGLW DSSURYDO SROLFLHVY SURYLGH IRU YDULRXY OHYHOV RI RIILFHU DQG VHQLR
SRVLWLRQ FDSDELOLW\ DQG H[SHULHQFH :H DSSURYH ORDQV XQGHU WKUHH W\SHV RI DXWKRL
DQG &RQVXPHU DXWKRULW\ :LWK WKH H[FHSWLRQ RI ORDQV VHFXUHG E\ FDVK GHSRVLWHG ZL
RWKHU LQGLYLGXDO ZLWK KLJKHU DXWKRULW\ :KHQ XVLQJ WKH ODWUL[ DXWKRULW\ VHQLRU
UHJLRQDO PDUNHW SUHVLGHQWY KDYH DXWKRULW\ XS WR PLOOLRQ WKH FKLHI EDQNLQJ RI
RINLFHUV KDYH DXWKRULW\ XS WR PLOOLRQ DQG WKH &KLHI ([HFXWLYH 2IILFHU &KLHI )LQDQF
UHODWLRQVKLSY H[FHHGLQJ PLOOLRQ DUH DSSURYHG E\ WKH 'LUHFWRUVY /RDQ &RPPLWWH
DOUHDG\ EHHQ DSSURYHG XVLQJ WKH ODWUL[ DXWKRULW\ ZLWK PDUNHW SUHVLGHQWYV EHLQJ
DXWKRULWLHV XS WR PLOOLRQ FXPXODWLYHO\ &RQVXPHU ORDQV ZKLFK SUHVHQW DQ DJJU
RQ D WUDQVDFWLRQDO EDVLV E\ DSSURSULDWH FRQVXPHU OHQGLQJ SHUVRQQHO XVLQJ FUHG
JXLGHOLQHV /RDQV H[FHHGLQJ WKH QRWHG DPRXQWY RU ORDQV ZLWK SROLF\ H[FHSWLRQV P.
OHYHO PDQDJHPHQW RU /RDQ &RPPLWWHH DXWKRULW\ ZKLFK ZH EHOLHYH SURYLGHV SODWIRL
UHYLHZHG SHULRGLFDOO\ E\ WKH %DQNYV ERDUG RI GLUHFWRUV :H EHOLHYH WKDW RXU FUHC




7DEOH RI &RQWHQWYV

&UHGLW 5LVN OBOQUBGHWHOWN PDQDJHPHQW LQYROYHV D SDUWQHUVKLS EHWZHHQ RXU HIJI
DGPLQLVWUDWLRQ SHUVRQQHO DQG VHQLRU PDQDJHPHQW SURDFWLYHO\ VXSSRUW FROOHFWL
VLIJQLILFDQW JRDOV VXFK DV WKH SHUFHQWDJHV Rl SDVW GXH ORDQV DQG FKDUJH RIIV WR \
WKH RULJLQDWLRQ DQG PDLQWHQDQFH RI KLJK TXDOLW\ FUHGLWY FRQVLVWHQW ZLWK RXU VV
SURPSW LQLWLDWLRQ Rl FROOHFWLRQ DFWLRQV

‘H PDLQWDLQ D OLVW RI ORDQV RU WKH :DWFK /LVW WKDW UHFHLYH DGGLWLRQDO DWWH!
WKH %RDUG RI 'LUHFWRUV PRQWKO\ /RDQ RIILFHUV DUH HQFRXUDJHG WR EULQJ SRWHQWLDOC
XSGDWHG DV GHHPHG DSSURSULDWH $GGLWLRQDOO\ ZH SHULRGLFDOO\ KDYH DQ LQGHSHQG
WKH ERUURZHUTV DQG JXDUDQWRUYV ILQDQFLDO FRQGLWLRQ WKH %DQNfV FROODWHUDO SR\
DUH SUHVHQWHG WR WKH %DQNYfV 5LVN &RPPLWWHH )LQDOO\ ZH SHUIRUP VWUHVYVY WHVWLQJ
FRQGLWLRQV RQ WKH SRUWIROLR EDVHG RQ SUHYLRXV UHFHVVLRQDU\ SHULRGV 7KH UHSRU
TXDOLW\

'"HSRVLWYV

2XU GHSRVLWY VHUYH DV WKH SULPDU\ IXQGLQJ VRXUFH IRU OHQGLQJ LQYHVWLQJ DQG
PDQDJHPHQW VHUYLFHV LQFOXGLQJ EXVLQHVYV FKHFNLQJ DQG VDYLQJV DFFRXQWYV DQG WU
VHUYLFHVY LQFOXGLQJ D YDULHW\ RI FKHFNLQJ DQG VDYLQJV DFFRXQWY FHUWLILFDWHY RI C
PRELOH EDQNLQJ H 6WDWHPHQWY EDQN E\ PDLO DQG GLUHFW GHSRVLW VHUYLFHV :H VROLF
DQG WKURXJK FRPPXQLW\ IRFXVHG PDUNHWLQJ DQG KDYH UHFHQWO\ LPSOHPHQWHG DQ LQFH:!
FURVV VHOO GHSRVLW SURGXFWYVY DW ORDQ RULJLQDWLRQ

*LYHQ WKH GLYHUVH QDWXUH RI RXU EDQNLQJ ORFDWLRQ QHWZRUN DQG RXU UHODWLRQ
OHVV VHQVLWLYH WR LQWHUHVW UDWH YDULDWLRQV WKDQ RXU FRPSHWLWRUV 1HYHUWKHOF
D EXVLQHVV IRFXVHG EDQN RIIHULQJ FRPSUHKHQVLYH EXVLQHVV EDQNLQJ VHUYLFHV ZH HQI
RXU OHQGLQJ UHODWLRQVKLSY DQG SHUVRQDOL]JHG VHUYLFH KHOSV XV LQ WKHVH HIIRUWYV

HDOWK 6ROXWLRQV 6HUYLFHYV

‘H RIITHU ZHDOWK PDQDJHPHQW DQG RWKHU ILGXFLDU\ DQG SULYDWH EDQNLQJ VHUYLFHV
RZQHUV IDPLOLHV DQG SURIHVVLRQDO VHUYLFH FRPSDQLHYVY ,Q DGGLWLRQ WR ILGXFLDU\ DQC
UHODWLRQVKLSY DQG H[SDQG H[LVWLQJ UHODWLRQVKLSVY WR JURZ RXU GHSRVLWY DQG ORDQ"
VHUYLFHY DQG WUXVW DQG LQYHVWPHQW PDQDJHPHQW E\ D WHDP RI VHDVRQHG DGYLVRUV S
LQGLYLGXDO UHWLUHPHQW DFFRXQWY PRQH\ PDUNHW DFFRXQWY DQG RWKHU ILQDQFLDO SUF

2WKHU 3URGXFWY DQG 6HUYLFHYV

,Q DGGLWLRQ WR WUDGLWLRQDO EDQNLQJ DFWLYLWLHY DQG WKH RWKHU SURGXFWYV DQC
FXVWRPHUV LQFOXGLQJ GHELW DQG FUHGLW FDUG SURGXFWV WUHDVXU\ DQG FDVK PDQDJH}
SD\UROO FDUGY DQG EDQN DW ZRUN EHQHILWY DXWRPDWHG FOHDULQJ KRXVH VHUYLFHV OREF
WUDGH VHUYLFHV IRUHLJQ H[FKDQJH VHUYLFHV DQG RWKHU WUHDVXU\ VHUYLFHYV




7DEOH RI &RQWHQWYV
6XEVLGLDULHV

‘H KDYH WZR ZKROO\ RZQHG VXEVLGLDULHV E %$1. IRUPHUO\ NQRZQ DV %XVLQHVV LUV
,QF %XVLQHVV )LUVW ,QVXUDQFH //& LV D ZKROO\ RZQHG VXEVLGLDU\ RI E %$1. DQG LV WKH
,QVXUDQFH //& LV FXUUHQWO\ LQDFWLYH DQG GRHV QRW HQJDJH LQ DQ\ PDWHULDO EXVLQHV

&RPSHWLWLRQ

7KH EDQNLQJ DQG ILQDQFLDO VHUYLFHV LQGXVWU\ LV KLIKO\ FRPSHWLWLYH DQG ZH FRP
ORFDO UHJLRQDO DQG QDWLRQDO FRPPHUFLDO EDQNV DQG FUHGLW XQLRQV :H DOVR FRPSHW
IXQGVY VHFXULWLHV ILUPV LQVXUDQFH FRPSDQLHV WKLUG SDUW\ SD\PHQW SURFHVVRUV ILQ
VHUYLFHY 6RPH RI RXU FRPSHWLWRUY DUH QRW VXEMHFW WR WKH UHJXODWRU\ UHVWULFWLI

,QWHUHVW UDWHYV RQ ORDQV DQG GHSRVLWYVY DV ZHOO DV SULFHV RQ IHH EDVHG VHUYLF
LQGXVWU\ 0DQ\ RI RXU FRPSHWLWRUV DUH PXFK ODUJHU ILQDQFLDO LQVWLWXWLRQV WKDW K
7KHVH FRPSHWLWRUV DWWHPSW WR JDLQ PDUNHW VKDUH WKURXJK WKHLU ILQDQFLDO SURGXF
LQ RXU LQGXVWU\ DQG PDUNHWY LQFOXGH RIILFH ORFDWLRQV DQG KRXUV TXDOLW\ RI FXVWEF
ZLOOLQJQHVV WR H[WHQG FUHGLW DQG DELOLW\ WR RIIHU VRSKLVWLFDWHG EDQNLQJ SURGX
UDWHYVY DQG SULFLQJ ZH EHOLHYH WKDW RXU EURDG DQG VRSKLVWLFDWHG FRPPHUFLDO EDQI
DQG FRPPXQLW\ UHODWLRQVKLSY ZLOO HQDEOH XV WR FRPSHWH VXFFHVVIXOO\ ZLWKLQ RXU ¥

(PSOR\HHV

$V RI '"HFHPEHU ZH KDG IXOO WLPH HTXLYDOHQW HPSOR\HHV 1RQH RI RXU HPSO
D FROOHFWLYH EDUJDLQLQJ XQLW :H DUH FRPPLWWHG WR KLULQJ DQG UHWDLQLQJ KLJK TXDO
HPSOR\HHV DUH JRRG

$YDLODEOH ,QIRUPDWLRQ

7KH &RPSDQ\ ILOHV UHSRUWY DQG RWKHU LQIRUPDWLRQ ZLWK WKH 6HFXULWLHV DQG ([FKI
DPHQGHG 7KH 6(& PDLQWDLQV DQ ,QWHUQHW VLWH WKDW FRQWDLQV UHSRUWV SUR[\ DQG LQ
HOHFWURQLFDOO\ ZLWK WKH &KW W/KH DZZGWHNVIFRM WKDW VLWH LV

'REXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& DUH DYDLODEOH IURP WKH &RPSDQ\ ZLW
GRFXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& E\ UHTXHVWLQJ WKHP LQ ZULWLQJ RU E\ WH

%XVLQHVV J)LUVW %DQFVKDUHV ,QF
/IDXUHO 6WUHHW 6XLWH
%DWRQ 5RXJH /RXLVLDQD
$WWHQWLRQ +HDWKHU 5RHPHU &RUSRUDWH 6HFUHWDU\
7THOHSKRQH
Z2ZZ E EDQN FRP




7DEOH RI &RQWHQWYV

'REXPHQWYV ILOHG E\ WKH &RPSDQ\ ZLWK WKH 6(& DUH DOVR DYDLODEOH RQ WKH &RPSDQ\'
LQIRUPDWLRQ RQ RU DFFHVVLEOH WKURXJK WKH 6(&f1V RU WKH &RPSDQ\YV ZHEVLWH LV QRW ¢

6XSHUYLVLRQ DQG 5HIXODWLRQ
*HQHUDO

7KH 8 6 EDQNLQJ LQGXVWU\ LV KLIJIKO\ UHJXODWHG XQGHU IHGHUDO DQG VWDWH ODZ &R
PDQDJHPHQW GHFLVLRQV DQG JHQHUDO DQG ORFDO HFRQRPLF FRQGLWLRQV EXW DOVR E\ W
UHJXODWRU\ DXWKRULWLHYV 7KHVH DXWKRULWLHYV LQFOXGH WKH )HGHUDO 5HVHUYH )',& &)3¢
UHJXODWLRQV DQG SROLFLHV DQG DQ\ FKDQJHV WR VXFK VWDWXWHY UHJIJXODWLRQV DQG S

7KH SuLPDU\ JRDOV RI WKH EDQN UHJXODWRU\ VFKHPH DUH WR PDLQWDLQ D VDIH DQG V
SURPRWH IDLUQHVY DQG WUDQVSDUHQF\ IRU ILQDQFLDO SURGXFWV DQG VHUYLFHV 7KH V\V\
FRPSUHKHQVLYH IUDPHZRUN IRU WKHLU UHVSHFWLYH RSHUDWLRQV DQG LV LQWHQGHG SULPD!I
WKH SXEOLF UDWKHU WKDQ RXU VKDUHKROGHUVY RU FUHGLWRUV 7KH GHVFULSWLRQ EHORZ V
QRW LQWHQGHG WR GHVFULEH DOO ODZV DQG UHJXODWLRQV DSSOLFDEOH WR XV DQG RXU VX
VWDWXWHY UHJXODWLRQV SROLFLHV LOQWHUSUHWLYH OHWWHUY DQG RWKHU ZULWWHQ JXL(

%XVLQHVV J)LUVW %DQFVKDUHV ,QF

$V D EDQON KROGLQJ FRPSDQ\ WKH &RPSDQ\ LV VXEMHFW WR UHJXODWLRQ XQGHU WKH %I
H[DPLQDWLRQ DQG HQIRUFHPHQW E\ WKH JHGHUDO 5HVHUYH 7KH %+& $FW DQG RWKHU IHGHU
DFWLYLWLHV LQ ZKLFK WKH\ PD\ HQJDJH DQG WR D UDQJH RI VXSHUYLVRU\ UHTXLUHPHQWYV D
UHJXODWLRQV 7KH )HGHUDO 5HVHUYHfV MXULVGLFWLRQ DOVR H[WHQGV WR DQ\ FRPSDQ\ WK
FRPSDQLHV LQ ZKLFK ZH RZQ D FRQWUROOLQJ LQYHVWPHQW

JLODQFLDO 6HUYLFHV,QQGXVWHKH SRGRBURDQN :DOO 6WUHHW 5HIRUP DQG &RQVXPHU 3URWEF
JUDQN $FW EURDGO\ DIITHFWHG WKH ILQDQFLDO VHUYLFHV LQGXVWU\ E\ LPSOHPHQWLQJ FKDQ
WKH ILQDQFLDO VHUYLFHV VHFWRU

,Q DGGLWLRQ WKH 'RGG )UDQN $FW DGGUHVVHG PDQ\ LQYHVWRU SURWHFWLRQ FRUSRU

FRPSDQLHVY +RZHYHU WKH -XPSVWDUW RXU %XVLQHVV 6WDUWXSV $FW RI RU -2%6 $FW S
TXDOLILHVY DV DQ HPHUJLQJ JURZWK FRPSDQ\ ,Q WKH (FRQRPLF *URZWK 5HJXODWRU\ 5HOL
'RGG )UDQN $FW $PRQJ RWKHU WKLQJV (*55&3% H[HPSWV EDQNV ZLWK OHVV WKDQ ELOOLRC

DVVHWYV IURP 9ROFNHU 5XOH UHTXLUHPHQWY UHODWLQJ WR SURSULHWDU\ WUDGLQJ DQG FODL
ORDQV ZLWK LQFUHDVHG ULVN DUH VXEMHFW WR KLJKHU ULVN ZHLJKWLQJV )XUWKHU FKDQJH

S5HYLVHG 5XOHV RQ 5HBYXOMRRUV\&EBIMWMD® UXOHV SXUVXDQW WR WKH %DVHO ,,, UHTXLU
LPSOHPHQWHG KLJKHU PLQLPXP FDSLWDO UHTXLUHPHQWY IRU EDQN KROGLQJ FRPSDQLHYV DQG
DQG HVWDEOLVK FULWHULD WKDW LQVWUXPHQWY PXVW PHHW WR EH FRQVLGHUHG FRPPRQ HTX
EDQNV DQG EDQN KROGLQJ FRPSDQLHV WR PDLQWDLQ D PLQLPXP &(7 FDSLWDO UDWLR RI R
FDSLWDO UDWLR RI RI ULVN EDVHG DVVHWY DQG D OHYHUDJH UDWLR RI RI DYHUDJH DV
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7KH FDSLWDO UXOHV DOVR UHTXLUH EDQNV WR PDLQWDLQ D &(7 FDSLWDO UDWLR RI D
R WR EH GHHPHG 3ZHOO FDSLWDOL]JHG” IRU SXUSRVHV RI FHUWDLQ UXOHV DQG SURPSW FF
EXIITHU  RI DERYH LWV PLQLPXP ULVN EDVHG FDSLWDO UHTXLUHPHQWY WKDW PXVW EH FRPS

RUJDQL]DWLRQV FRQVHUYH FDSLWDO ZKHQ LW LV PRVW QHHGHG DOORZLQJ WKHP WR EHWWHI
DVVHWY $Q LQVWLWXWLRQ ZRXOG EH VXEMHFW WR OLPLWDWLRQV RQ FHUWDLQ DFWLYLWLH\

RIILFHUV LI LWV FDSLWDO OHYHO LV EHORZ WKH EXIIHUHG UDWLR $V RI '"HFHPEHU WKH
EDVLV

2Q 6HSWHPEHU WKH )',& DQG RWKHU IHGHUDO EDQN UHJXODWRU\ DJHQFLHY DSSURY
GLUHFWLYH XQGHU 6HFWLRQ Rl WKH (*55&3% 7KLV IUDPHZRUN EHFDPH HIIHFWLYH -DQXDU\

,,, ULVN EDVHG FDSLWDO IUDPHZRUN 7KH &%/5 IUDPHZRUN LV DQ RSWLRQDO IUDPHZRUN WKDW
UHSRUWLQJ ULVN EDVHG FDSLWDO UDWLRV IRU TXDOLI\LQJ FRPPXQLW\ EDQNLQJ RUJDQL]DWLF
LOQVWLWXWLRQ KROGLQJ FRPSDQLHYV WKDW KDYH OHVV WKDQ ELOOLRQ LQ WRWDO FRQVROL
WKDQ SHUFHQW DUH FRQVLGHUHG TXDOLI\LQJ FRPPXQLW\ EDQNLQJ RUJDQL]DWLRQV DQG DU
RSW LQWR WKH &%/5 IUDPHZRUN 7KH &RPSDQ\ DQG %DQN KDYH QRW \HW ILQDOL]HG D GHFLVLR
HQGHG ODUFK

,PSRVLWLRQ RI /LDELOLW\ IRU 8 @OGRUFDBIXNIDNRYNE BXYEHVUBTLRULHE WR WDNH SURPSW FF
LQVXUHG GHSRVLWRU\ LQVWLWXWLRQV ZKRVH FDSLWDO GHFOLQHY EHORZ FHUWDLQ OHYHOV
SODQ 7KH FDSLWDO UHVWRUDWLRQ SODQ ZLOO QRW EH DFFHSWHG E\ WKH UHJXODWRUV XQO
VXEVLGLDU\TV FRPSOLDQFH ZLWK WKH FDSLWDO UHVWRUDWLRQ SODQ XS WR D FHUWDLQ VSH
HOQOWLWOHG WR D SULRULW\ RI SD\PHQW LQ EDQNUXSWF\

7KH DJJUHJDWH OLDELOLW\ RI WKH KROGLQJ FRPSDQ\ RI DQ XQGHUFDSLWDOL]JHG EDQN L\
XQGHUFDSLWDOL]J]HG RU WKH DPRXQW QHFHVVDU\ WR FDXVH WKH LQVWLWXWLRQ WR EH DGHT
EHFRPHYV VLJQLILFDQWO\ RU FULWLFDOO\ XQGHUFDSLWDOL]HG RU IDLOV WR VXEPLW D FDSLWD
EH UHTXLUHG WR REWDLQ SULRU )HGHUDO 5HVHUYH DSSURYDO Rl SURSRVHG GLYLGHQGV RU
RWKHU DIILOLDWHYV

$FTXLVLWLRQV E\ %DQN7KRHOB+tR SRR PSHTNIHMY HYHU\ EDQN KROGLQJ FRPSDQ\ WR REWI
DFTXLUHVY DOO RU VXEVWDQWLDOO\ DOO RI WKH DVVHWYVY RI DQ\ EDQN RU RZQHUVKLS RU FRQ
ZRXOG RZQ RU FRQWURO GLUHFWO\ RU LQGLUHFWO\ PRUH WKDQ Rl WKH YRWLQJ VKDUHV
DFTXLVLWLRQV E\ EDQN KROGLQJ FRPSDQLHVY WKH )HGHUDO 5HVHUYH LV UHTXLUHG WR FRQV
FRQGLWLRQ PDQDJHULDO UHVRXUFHV DQG IXWXUH SURVSHFWV RI WKH EDQN KROGLQJ FRPS
VHUYHG LQFOXGLQJ WKH UHFRUG RI SHUIRUPDQFH XQGHU WKH &5% WKH HIIHFWLYHQHVV RI
SURSRVHG DFTXLVLWLRQ ZRXOG UHVXOW LQ JUHDWHU RU PRUH FRQFHQWUDWHG ULVNV WR Wk
ZLOO GHSHQG RQ RXU DELOLW\ WR REWDLQ DSSURYDO IRU VXFK DFTXLVLWLRQV IURP WKH )HC
RU RWKHU FRQVLGHUDWLRQV )RU H[DPSOH ZH FRXOG EH UHTXLUHG WR VHOO EDQNLQJ FHQW
DFFHSWDEOH WR XV RU LI DFFHSWDEOH WR XV PD\ UHGXFH WKH EHQHILW RI D SURSRVHG DF
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&RQWURO $FHANWULINQ P@G VWDWH ODZV LQFOXGLQJ WKH %+& $FW DQG WKH &KDQJH LQ %
UHTXLUHPHQWY DQG RQJRLQJ UHJXODWRU\ UHTXLUHPHQWY RQ DQ\ LQYHVWRU WKDW VHHNV V
KROGLQJ FRPSDQ\ :KHWKHU DQ LQYHVWRU 3FRQWUROV' D GHSRVLWRU\ LQVWLWXWLRQ LV ED
PDWWHU DQ LQYHVWRU LV GHHPHG WR FRQWURO D GHSRVLWRU\ LQVWLWXWLRQ RU RWKHU FF
6XEMHFW WR UHEXWWDO DQ LQYHVWRU LV SUHVXPHG WR FRQWURO D GHSRVLWRU\ LQVWLWX
VHFXULWLHY DQG HLWKHU WKH GHSRVLWRU\ LQVWLWXWLRQ RU FRPSDQ\ LV D SXEOLF FRPSDC
WKH DFTXLVLWLRQ ,1 DQ LQYHVWRUYY RZQHUVKLS RI RXU YRWLQJ VHFXULWLHY ZHUH WR H[F
SXUSRVHV ZKLFK FRXOG VXEMHFW VXFK LQYHVWRU WR UHJXODWRU\ ILOLQJV RU RWKHU UHJIX
DFFHVV WR FDSLWDO DQG FRXOG OLPLW SDUWLHV ZKR FRXOG DFTXLUH VKDUHV RI RXU FRPPR

5HIXODWRU\ 5HVWULFWLRQV RQ $VYD EHD@ANVKRAZUQHB RRFBINDUHQIWKKI & RPSDQ\ LV VXEMHF'
DSSOLFDEOH EDQNLQJ ODZV DQG UHJXODWLRQV 7KH )HGHUDO 5HVHUYH KDV LVVXHG D VXSH
XQOHVV LWV QHW LQFRPH RYHU WKH ODVW IRXU TXDUWHUV QHW RI GLYLGHQGV SDLG KD
DSSHDUV WR EH FRQVLVWHQW ZLWK WKH FDSLWDO QHHGVY DVVHW TXDOLW\ DQG RYHUDOO IL!
FRPSDQ\ ZLOO FRQWLQXH WR PHHW PLQLPXP UHTXLUHG FDSLWDO DGHTXDF\ UDWLRV )DLOXUH
KROGLQJ FRPSDQ\ LV RSHUDWLQJ LQ DQ XQVDIH DQG XQVRXQG PDQQHU ,Q DGGLWLRQ WKH &
FRQVHUYDWLRQ EXIIHU XQGHU WKH %DVHO ,,, UHJXODWRU\ FDSLWDO IUDPHZRUN ,Q WKH FXUL
EDQN KROGLQJ FRPSDQLHV VKRXOG FDUHIXOO\ UHYLHZ WKHLU GLYLGHQG SROLF\ DQG KDV GL'
TXDOLW\ DQG FDSLWDO DUH YHU\ VWURQJ 7KH )HGHUDO 5HVHUYH PD\ IXUWKHU UHVWULFW W
UHTXLULQJ XV WR PDLQWDLQ D KLIJKHU OHYHO RI FDSLWDO WKDQ ZRXOG RWKHUZLVH EH UHTXL

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRGLILHG E\ WKH 'RG
WR DQG WR FRPPLW UHVRXUFHV WR VXSSRUW WKH %DQN 7KLV VXSSRUW PD\ EH UHTXLUHG L
&RPSDQ\ PDNHV WR WKH %DQN DUH VXERUGLQDWH LQ ULJKW RI SD\PHQW WR GHSRVLWV DQG
FLUFXPVWDQFHV WKH &RPSDQ\ FRXOG DOVR EH UHTXLUHG WR JXDUDQWHH WKH FDSLWDO UHV
5HVHUYHYV SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV ,Q WKH HYHQW RI RXU EDQNUXSWF\
%DQN XQGHU D FDSLWDO UHVWRUDWLRQ SODQ ZRXOG EH DVVXPHG E\ WKH EDQNUXSWF\ WUXV

,Q WKH HYHQW RI D EDQN KROGLQJ FRPSDQ\TV EDQNUXSWF\ XQGHU &KDSWHU RI WKH 8
UHTXLUHG WR FXUH LPPHGLDWHO\ DQ\ GHILFLW XQGHU DQ\ FRPPLWPHQW E\ WKH GHEWRU KRO
LQVXUHG GHSRVLWRU\ LQVWLWXWLRQ DQG DQ\ FODLP IRU EUHDFK RI VXFK REOLJDWLRQ ZLOC

6FRSH RI 3HUPLVVEEOMUSWWHY®hWL SFW WKH &RPSDQ\ LV SURKLELWHG IURP DFTXLULQJ D
YRWLQJ VKDUHV Rl DQ\ FRPSDQ\ WKDW LV QRW D EDQN RU ILQDQFLDO KROGLQJ FRPSDQ\ DQG
PDQDJLQJ RU FRQWUROOLQJ EDQNV RU IXUQLVKLQJ VHUYLFHV WR RU SHUIRUPLQJ VHUYLFHV II
DQG PD\ RZQ VKDUHV RI FRPSDQLHV HQJDJHG LQ FHUWDLQ DFWLYLWLHVY IRXQG E\ WKH JHGHU
WR EH D SURSHU LQFLGHQW WKHUHWR 7KHVH DFWLYLWLHV LQFOXGH DPRQJ RWKHUV RSHUD'
SURFHVVLQJ RSHUDWLRQV SURYLGLQJ LQYHVWPHQW DQG ILQDQFLDO DGYLFH DFWLQJ DV D¢
RQ D IXO0O SD\RXW QRQRSHUDWLQJ EDVLVY DQG SURYLGLQJ FHUWDLQ VWRFN EURNHUDJH DQ"
WKH )HGHUDO 5HVHUYH FRQVLGHUV DPRQJ RWKHU WKLQJVY ZKHWKHU WKH DFTXLVLWLRQ RU
VXFK DV JUHDWHU FRQYHQLHQFH LQFUHDVHG FRPSHWLWLRQ RU JDLQV LQ HIILFLHQF\ WKD)
RU XQIDLU FRPSHWLWLRQ FRQIOLFWYV RI LQWHUHVW RU XQVRXQG EDQNLQJ SUDFWLFHV
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1IRWZLWKVWDQGLQJ WKH IRUHJRLQJ WKH *UDPP /HDFK %OLOH\ $FW DOVR NQRZQ DV WKH
*/% $FW DPHQGHG WKH %+& $FW DQG HOLPLQDWHG WKH EDUULHUV WR DIILOLDWLRQV DPRQJ E
*/% $FW SHUPLWWHG EDQN KROGLQJ FRPSDQLHV WR EHFRPH ILQDQFLDO KROGLQJ FRPSDQLHV
RWKHU DFWLYLWLHYV WKDW DUH ILQDQFLDO LQ QDWXUH 7KH */% $FW GHILQHV 3ILQDQFLDO LQ ¢
VSRQVRULQJ PXWXDO IXQGY DQG LQYHVWPHQW FRPSDQLHV LQVXUDQFH XQGHUZULWLQJ DQG
GHWHUPLQHG WR EH FORVHO\ UHODWHG WR EDQNLQJ 1R UHJXODWRU\ DSSURYDO ZLOO EH UH"
DVVRFLDWLRQ HQJDJHG LQ DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH RU LQFLGHQWDO
KDYH QR SODQV WR PDNH D ILQDQFLDO KROGLQJ FRPSDQ\ HOHFWLRQ DOWKRXJK ZH PD\ PDNH
Rl EXVLQHVV WKDW DUH LPSHUPLVVLEOH IRU EDQN KROGLQJ FRPSDQLHYV EXW SHUPLVVLEOH IR

6DIH DQG 6RXQG %D®NQMJIJKROBAVWQUFFHRPSDQLHY DUH QRW SHUPLWWHG WR HQJDJH LQ XQ
5HIJXODWLRQ < IRU H[DPSOH JHQHUDOO\ UHTXLUHV D EDQN KROGLQJ FRPSDQ\ WR SURYLGH WI
VHEXULWLHV LI WKH FRQVLGHUDWLRQ WR EH SDLG WRJHWKHU ZLWK WKH FRQVLGHUDWLRQ S
EDQN KROGLQJ FRPSDQ\YV FRQVROLGDWHG QHW ZRUWK 7KH )HGHUDO 5HVHUYH PD\ RSSRVH '
XQVRXQG SUDFWLFH RU ZRXOG YLRODWH DQ\ ODZ RU UHJXODWLRQ ,Q FHUWDLQ FLUFXPVWDQ
DQ XQVDIH RU XQVRXQG EDQNLQJ SUDFWLFH

7KH )HGHUDO 5HVHUYH KDV EURDG DXWKRULW\ WR SURKLELW DFWLYLWLHV RI EDQN KRO
XQVRXQG EDQNLQJ SUDFWLFHYVY UHVXOW LQ EUHDFKHV RI ILGXFLDU\ GXW\ RU ZKLFK FRQVWLYV
HQIRUFHPHQW DFWLRQ IRU VXFK DFWLYLWLHYV 7KH SHQDOWLHY FDQ EH DV KLJK DV IR

$QWL WI\LQJ 5HD N IKROICGR@VY FRPSDQLHY DQG WKHLU DIILOLDWHY DUH SURKLELWHG IURP
RWKHU QRQEDQNLQJ VHUYLFHV RIITHUHG E\ D EDQN KROGLQJ FRPSDQ\ RU LWV DIILOLDWHYV

E %$1.

7KH %DQN LV D FRPPHUFLDO EDQN FKDUWHUHG XQGHU WKH ODZV RI WKH 6WDWH RI /RXLVI
SHUPLWWHG E\ ODZ $V D UHVXOW WKH %DQN LV VXEMHFW WR HWHQVLYH UHJXODWLRQ VXSH
J)LQDOO\ ZH DUH DOVR VXEMHFW WR VHFRQGDU\ RYHUVLJKW E\ VWDWH EDQNLQJ DXWKRULWLFH
KDYH WKH SRZHU WR HQIRUFH FRPSOLDQFH ZLWK DSSOLFDEOH EDQNLQJ ODZV DQG UHJXODWL
DJDLQVW GHSRVLWY UHVWULFWLRQV RQ WKH QDWXUH DQG DPRXQW RI ORDQV WKDW PD\ EH
DQG RWKHU DFWLYLWLHV RI WKH %DQN

&DSLWDO $GHTXDFYKH JTX&UHPGHQRXLVLDQD 2I1ILFH RI )LQDQFLDO ,QVWLWXWLRQV PRQLWR
ULVN EDVHG JXLGHOLQHY DQG OHYHUDJH UDWLRY VLPLODU WR WKRVH DSSOLHG DW WKH KRO!
YDULRXV W\SHV Rl DSSOLFDWLRQV DQG ZKHQ FRQGXFWLQJ VXSHUYLVRU\ DFWLYLWLHVY UHOD
FDSLWDO UXOHV ZKLFK EHFDPH HIIHFWLYH RQ -DQXDU\ WKH %DQN LV UHTXLUHG WR PDLQ’
FRPPRQ HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI D 7LHU ULVN EDVHG FDSLWDO U
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7KH %DVHO ,,, IUDPHZRUN DOVR LPSOHPHQWY D UHTXLUHPHQW IRU DOO )',& LQVXUHG EDQT
UHTXLUHPHQWY WR DYRLG FHUWDLQ UHVWULFWLRQV RQ FDSLWDO GLVWULEXWLRQV DQG GLVI
FRPSRVHG VROHO\ RI FRPPRQ HTXLW\ 7LHU FDSLWDO DQG HIIHFWLYHO\ UHTXLUHY EDQNLQJ R
PLQLPXP ULVN EDVHG FDSLWDO UHTXLUHPHQWY VHW IRUWK DERYH

7KHVH FDSLWDO UHTXLUHPHQWY DUH PLQLPXP UHTXLUHPHQWY 7KH )',& RU /RXLVLDQD 211l
ZDUUDQWHG E\ WKH ULVN SURILOH RI WKH %DQN HFRQRPLF FRQGLWLRQV LPSDFWLQJ LWV PDU
WKDW KLJKHU FDSLWDO PD\ EH UHTXLUHG WR WDNH DGHTXDWH DFFRXQW RI DPRQJ RWKHU W
DFWLYLWLHV RU VHFXULWLHY WUDGLQJ DFWLYLWLHV ,Q DGGLWLRQ WKH )', &1V SURPSW FRUU
UDWLRV IRU EDQNLQJ RUJDQL]DWLRQV )DLOXUH WR PHHW FDSLWDO JXLGHOLQHV FRXOG VXEM
UHVWULFWLRQV RQ EXVLQHVYV DFWLYLWLHY DQG RWKHU PHDVXUHV XQGHU WKH )',&TV SURPSV

$V SUHYLRXVO\ PHQWLRQHG WKH %DQN SUHOLPLQDULO\ LQWHQGY WR RSW LQ WR WKH &%

&RUUHFWLYH OHDVXUHV IRKE.DSGWDDO HEIDONH QB LKHWIXODWRUY DUH UHTXLUHG E\ WKH )H(
FRUUHFWLYH DFWLRQ" ZLWK UHVSHFW WR FDSLWDO GHILFLHQW LQVWLWXWLRQV WKDW DUH )",
WLHUV 3ZHOO FDSLWDOL]HG “ 3DGHTXDWHO\ FDSLWDOL]JHG "~ 3 XQGHUFDSLWDOL]JHG ~ 3VLJQLILFLC
GHSHQGV XSRQ KRZ LWV FDSLWDO OHYHOV FRPSDUH ZLWK YDULRXV UHOHYDQW FDSLWDO PHI

7R EH ZHOO FDSLWDOL]JHG D ILQDQFLDO LQVWLWXWLRQ PXVW KDYH D WRWDO ULVN EDVHG
FRPPRQ HTXLW\ 7LHU ULVN EDVHG FDSLWDO UDWLR RI DW OHDVW DQG D OHYHUDJH UDWL
UHTXLULQJ LW WR PDLQWDLQ D VSHFLILF FDSLWDO OHYHO IRU DQ\ FDSLWDO PHDVXUH $V RI 'H
WKH SURPSW FRUUHFWLYH DFWLRQ IUDPHZRUN FXUUHQWO\ LQ HIIHFW

%DQNV WKDW DUH DGHTXDWHO\ EXW QRW ZHOO FDSLWDOL]J]HG PD\ QRW DFFHSW UHQHZ |
VXEMHFW WR UHVWULFWLRQV RQ WKH LQWHUHVW UDWHYV WKDW FDQ EH SDLG RQ LWV GHSRVL'
DQ\ FDSLWDO GLVWULEXWLRQV LQFOXGLQJ SD\PHQW RI D GLYLGHQG RU SD\LQJ DQ\ PDQDJHF
XQGHUFDSLWDOL]HG 8QGHUFDSLWDOL]JHG LQVWLWXWLRQV DUH DOVR VXEMHFW WR JURZWK Ol
FDSLWDO UHVWRUDWLRQ SODQ 7KH DJHQFLHV PD\ QRW DFFHSW VXFK D SODQ ZLWKRXW GHWt!
WR VXFFHHG LQ UHVWRULQJ WKH EDQNYYV FDSLWDO 6LJQLILFDQWO\ XQGHUFDSLWDOL]JHG GHS
RUGHUV WR VHOO VXIILFLHQW YRWLQJ VWRFN WR EHFRPH DGHTXDWHO\ FDSLWDOL]JHG UHTXL
EDQNV *HQHUDOO\ VXEMHFW WR D QDUURZ H[FHSWLRQ WKH )',& PXVW DSSRLQW D UHFHLYHU
FODVVLILFDWLRQ RI D EDQN DOVR DIIHFWV WKH IUHTXHQF\ Rl UHJXODWRU\ H[DPLQDWLRQV W
E\ WKH EDQN

%UDQFE&QQHBU /RXLVLDQD ODZ WKH %DQN LV SHUPLWWHG WR HVWDEOLVK DGGLWLRQDO E
RI )LQDQFLDO ,QVWLWXWLRQV $V D UHVXOW RI WKH 'RGG )UDQN $FW WKH %DQN PD\ DOVR H\
DSSURYDO VR ORQJ DV WKH ODZV Rl WKH VWDWH ZKHUH WKH EUDQFK LV WR EH ORFDWHG ZR
ZKHWKHU ORFDWHG LQVLGH RU RXWVLGH RI /RXLVLDQD PXVW DOVR EH DSSURYHG E\ WKH )", &
VWDWHY E\ PHUJLQJ ZLWK EDQNV RU E\ SXUFKDVLQJ EUDQFKHY RI RWKHU EDQNV LQ RWKHU "
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5HVWULFWLRQV RQ 7UDQVDFWLRQWD @V /KWL RIQO/L B W\W ¥ HHRGW RN LWGHQN DQG LWV QRQEDQN
&RPSDQ\ DUH VXEMHFW WR 6HFWLRQ $ DQG % Rl WKH )HGHUDO 5HVHUYH $FW DQG 5HJXODW
DPRXQW RI VXFK WUDQVDFWLRQV DQG DOVR UHTXLUHV FHUWDLQ OHYHOV RI FROODWHUDO IR
FROODWHUDOL]HG E\ WKH VHFXULWLHV RU REOLJDWLRQV Rl WKH &RPSDQ\ RU LWV VXEVLGLDU
DQG VXUSOXV Rl WKH %DQN DQG FRYHUHG WUDQVDFWLRQV ZLWK DOO DIILOLDWHV PD\ QRW H|
DQG VXUSOXV UHIHUV WR WKH EDQNYTV 7LHU DQG 7LHU FDSLWDO DV FDOFXODWHG XQGHU V
H[FOXGHG IURP 7LHU FDSLWDO 7KH %DQNTV WUDQVDFWLRQV ZLWK DOO RI LWV DIILOLDWHV L
GHILQHG E\ VWDWXWH WR LQFOXGH D ORDQ RU H[WHQVLRQ RI FUHGLW WR DQ DIILOLDWH DV
H[HPSWHG E\ WKH J)HGHUDO 5HVHUYH IURP WKH DIILOLDWH WKH DFFHSWDQFH RI VHFEXULWLHYV
DFFHSWDQFH RU OHWWHU RI FUHGLW RQ EHKDOI Rl DQ DIILOLDWH ,Q DGGLWLRQ LQ FRQQHFYV
FROODWHUDO WR SURYLGH DGGHG VHFXULW\ WR WKH %DQN DQG WKH W\SHV RI SHUPLVVLEOH
WUDQVDFWLRQV ZLWK DIILOLDWHYV LQFOXGLQJ DQ H[SDQVLRQ RI ZKDW W\SHV Rl WUDQVDFWL
DJUHHPHQW DQG VHFXULWLHY OHQGLQJ DUUDQJHPHQWY DQG DQ LQFUHDVH LQ WKH DPRXQW F

$IILOLDWH WUDQVDFWLRQV DUH DOVR VXEMHFW WR 6HFWLRQ % RI WKH )HGHUDO 5HVHU
DIILOLDWHY EH RQ WHUPV VXEVWDQWLDOO\ WKH VDPH RU DW OHDVW DV IDYRUDEOH WR WKH
QRQDIILOLDWHG SHUVRQV 7KH )HGHUDO 5HVHUYH KDV DOVR LVVXHG 5HIJXODWLRQ : ZKLFK FR
LOWHUSUHWLYH JXLGDQFH ZLWK UHVSHFW WR DIILOLDWH WUDQVDFWLRQV

7KH UHVWULFWLRQV RQ ORDQV WR GLUHFWRUV H[HFXWLYH RIILFHUV SULQFLSDO VKDUH
FRQWDLQHG LQ 6HFWLRQ K Rl WKH )HGHUDO 5HVHUYH $FW DQG LQ 5HIJXODWLRQ 2 SURPXOJ
DQG EDQN KROGLQJ FRPSDQLHY 7KHVH UHVWULFWLRQV LQFOXGH OLPLWV RQ ORDQV WR RQH
DQ DJJUHJDWH OLPLWDWLRQ RQ DOO ORDQV WR LQVLGHUV DQG WKHLU UHODWHG LQWHUHVWYV
DQG VXUSOXV DOWKRXJK D EDQNYV UHJXODWRUV PD\ GHWHUPLQH WKDW D OHVVHU DPRXQW L
,QVLGHUV DUH VXEMHFW WR HQIRUFHPHQW DFWLRQV IRU DFFHSWLQJ ORDQV LQ YLRODWLRQ F

5HVWULFWLRQV RQ 'LVWULEXWLRQ@KH %DQMN LVYVGEMEAWDWE BMYWWYQ UHVWULFWLRQV F
DQG SROLFLHY ,Q JHQHUDO WKH %DQN PD\ SD\ GLYLGHQGY WR WKH &RPSDQ\ ZLWKRXW WKH |
GLYLGHQG GRHV QRW H[FHHG WKH %DQNYTV QHW SURILWV HDUQHG GXULQJ WKH FXUUHQW \HDU
UHTXLUHG WR REWDLQ WKH DSSURYDO RI WKH /RXLVLDQD 2IILFH Rl )LQDQFLDO ,QVWLWXWLRQ"
QRW SD\ DQ\ GLYLGHQG WR WKH &RPSDQ\ LI LW LV XQGHUFDSLWDOL]HG RU WKH SD\PHQW RI W
WKH SD\PHQW RI GLYLGHQGV E\ HQJDJLQJ LQ VXSHUYLVRU\ DFWLRQ WR UHVWULFW GLYLGHQG
UHTXLUHG WR EH DGHTXDWHO\ FDSLWDOL]JHG IRU UHJXODWRU\ SXUSRVHV 8QGHU WKH %DVHO
EXIIHU DV GLVFXVVHG DERYH PD\ DOVR UHVXOW LQ GLYLGHQG UHVWULFWLRQV ORUHRYHU L
LQFOXGH WKH SD\PHQW RI GLYLGHQGVY WKH )',& PD\ UHTXLUH JHQHUDOO\ DIWHU QRWLFH DQ
GLYLGHQGY WKDW GHSOHWH D GHSRVLWRU\ LQVWLWXWLRQYV FDSLWDO EDVH WR DQ LQDGHT,
SURYLGLQJ WKDW LQVXUHG GHSRVLWRU\ LQVWLWXWLRQV JHQHUDOO\ VKRXOG SD\ GLYLGHQG

JXUWKHU LQ WKH HYHQW RI D OLTXLGDWLRQ RU RWKHU UHVROXWLRQ RI DQ LQVXUHG Gt
FUHGLWRUYV DUH HQWLWOHG WR D SULRULW\ RI SD\PHQW RYHU WKH FODLPV RI KROGHUV RI D!
KROGLQJ FRPSDQ\ VXFK DV XV RU DQ\ VKDUHKROGHU RU FUHGLWRU WKHUHRI
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,QFHQWLYH &RPSHQVRPMWLR@HXDLC EQRHMLQJ DIHQFLHY KDYH LVVXHG FRPSUHKHQVLYH JX
WKDW WKH LQFHQWLYH FRPSHQVDWLRQ SROLFLHV RI EDQNLQJ RUJDQL]DWLRQV GR QRW XQG|
WDNLQJ 7KH LQFHQWLYH FRPSHQVDWLRQ JXLGDQFH VHWV H[SHFWDWLRQV IRU EDQNLQJ RUJL
PDQDJHPHQW FRQWURO DQG JRYHUQDQFH SURFHVVHV 7KH LQFHQWLYH FRPSHQVDWLRQ JXLG
SURILOH RI DQ RUJDQL]DWLRQ HLWKHU LQGLYLGXDOO\ RU DV SDUW RI D JURXS LV EDVHG XSR
HITHFWLYH FRQWUROV DQG ULVN PDQDJHPHQW DQG VWURQJ FRUSRUDWH JRYHUQDQFH $0Q\
WKH RUJDQL]DWLRQYV VXSHUYLVRU\ UDWLQJV ZKLFK FDQ DIIHFW LWV DELOLW\ WR PDNH DFT!:
EDQNLQJ RUJDQL]DWLRQYV IHGHUDO VXSHUYLVRU PD\ LQLWLDWH HQIRUFHPHQW DFWLRQ LI Wk
VRXQGQHVV RI WKH RUJDQL]DWLRQ )XUWKHU D SURYLVLRQ RI WKH %DVHO ,,, FDSLWDO VWD(
WKH LQVWLWXWLRQYTV UHJXODWRU\ FDSLWDO UDWLRYV IDLO WR H[FHHG FHUWDLQ WKUHVKROG'
GLVFORVXUH Rl LQFHQWLYH EDVHG FRPSHQVDWLRQ DUUDQJHPHQWY LQLWLDOO\ LQ $SULO

PRVWO\ DSSO\ WR EDQNLQJ RUJDQL]DWLRQV ZLWK RYHU ELOOLRQ LQ WRWDO DVVHWYV 7KH
DUH FRQWLQXLQJ WR GHYHORS DQG DUH OLNHO\ WR FRQWLQXH HYROYLQJ LQ WKH QHDU IXWX

$XGLW 5HIRUWQVXUHG LQVWLWXWLRQV ZLWK WRWDO DVVHWYV RI ELOOLRQ RU PRUH |
FHUWLILFDWLRQV VLIQHG E\ RXU DQG WKH %DQNYfV FKLHI HITHFXWLYH RIILFHU DQG FKLHI DFFR
VWDWHPHQWY DQG DQ DWWHVWDWLRQ E\ WKH DXGLWRUV UHJDUGLQJ WKH %DQNfV LQWHUQD
LQGHSHQGHQW DXGLWRUV PD\ EH UHTXLUHG WR UHYLHZ TXDUWHUO\ ILQDQFLDO VWDWHPHQW)\
RXWVLGH GLUHFWRUV RQO\ RU WKDW ZH KDYH DQ DXGLW FRPPLWWHH WKDW LV HQWLUHO\ LQ
EDQNLQJ RU ILQDQFLDO PDQDJHPHQW PXVW KDYH DFFHVV WR RXWVLGH FRXQVHO DQG PXVW
HQWLUHO\ RI LOQOGHSHQGHQW GLUHFWRUYV

"HSRVLW ,QVXUDQFKHSYV& L ORKQWY WKH GHSRVLWYV RI IHGHUDOO\ LQVXUHG EDQNV XS W
'"HSRVLW ,QVXUDQFH )XQG DQG VDIHIJXDUGY WKH VDIHW\ DQG VRXQGQHVV RI WKH EDQNLQJ D
VDYLQJV LQVWLWXWLRQV LV SHU GHSRVLWRU 7KH DPRXQW RI )',& DVVHVVPHQWYV SDLG
PHDVXUHG E\ UHJXODWRU\ FDSLWDO UDWLRYV DQG RWKHU VXSHUYLVRU\ IDFWRUV DQG LV FDC
HTXLW\

‘H DUH JHQHUDOO\ XQDEOH WR FRQWURO WKH DPRXQW Rl SUHPLXPV WKDW ZH DUH UHTXL
DQG LQFRPH SURMHFWLRQV IRU WKH 'HSRVLW ,QVXUDQFH )XQG DQG LI QHHGHG ZLOO LQFUHEL
.l WKHUH DUH DGGLWLRQDO EDQN RU ILQDQFLDO LQVWLWXWLRQ IDLOXUHV RU LI WKH )',& RWK
)',& LQVXUDQFH SUHPLXPV $Q\ IXWXUH LQFUHDVHV LQ )',& LQVXUDQFH SUHPLXPV PD\ KDYH D F

JLQDQFLDO ORGOGEU] WMKHRQ% $FW EDQNV PD\ HYWDEOLVK ILQDQFLDO VXEVLGLDULHV D¢
ILQDQFLDO LQ QDWXUH RWKHU WKDQ LQVXUDQFH XQGHUZULWLQJ DV SULQFLSDO LQVXUDQFH
LVVXDQFH DQG PHUFKDQW EDQNLQJ DFWLYLWLHYV 7R GR VR D EDQN PXVW EH ZHOO FDSLWDOL]
VDWLVIDFWRU\ RU EHWWHU 6XEVLGLDU\ EDQNV RI ILOQDQFLDO KROGLQJ FRPSDQLHV RU EDQNYV
FRQWLQXH WR HQJDJH LQ DFWLYLWLHY WKDW DUH ILQDQFLDO LQ QDWXUH ZLWKRXW UHJXODW
3ILQDQFLDO LQ QDWXUH  VXEVLGLDU\ RU VXEVLGLDULHY ,Q DGGLWLRQ D ILQDQFLDO KROGLQ
ILQDQFLDO LQ QDWXUH XQOHVY HDFK RI WKH VXEVLGLDU\ EDQNV Rl WKH ILQDQFLDO KROGLQJ
PDLQWDLQV D ILQDQFLDO VXEVLGLDU\
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%URNHUHG '"HSRVIQW EHM® WWHSIR\RLQWRUN LOQOVWLWXWLRQV WKDW DUH FDWHJRUL]JHG DV DG
IHGHUDO UHJXODWLRQV FDQQRW DFFHSW UHQHZ RU UROO RYHU EURNHUHG GHSRVLWV ZLWKI
WKDW FDQ EH SDLG RQ DQ\ GHSRVLWV 7KH (*55&3% H[HPSWHG UHFLSURFDO GHSRVLWYV IURP W
FDWHJRUL]JHG DV XQGHUFDSLWDOL]JHG FDSLWDOL]JHG LQVWLWXWLRQV XQGHU WKH )', $FW DQG
7KH %DQN LV QRW FXUUHQWO\ VXEMHFW WR VXFK UHVWULFWLRQV

&RQFHQWUDWHG &RPPHUFLDO 5HD/XHKVI\WBWUWHD/® E6QRMNLGHIUWHOEYDRRWV\ DIHQFLHY KDYH S
LOVWLWXWLRQV ZLWK FRQFHQWUDWLRQV LQ FRPPHUFLDO UHDO HVWDWH OHQGLQJ 7KH JXLGEL
UHSRUWHG ORDQV IRU DFTXLVLWLRQ FRQVWUXFWLRQ ODQG GHYHORSPHQW DQG RWKHU ODC
PXOWLIDPLO\ DQG QRQIDUP QRQUHVLGHQWLDO SURSHUWLHY DQG ORDQV IRU DFTXLVLWLRQ FI
FDSLWDO DQG WKH EDQNYV FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR KDV LQFUHDVHG i
FDWHJRU\ ,I D FRQFHQWUDWLRQ LV SUHVHQW PDQDJHPHQW PXVW HPSOR\ KHLJKWHQHG ULVNM
RYHUVLJKW DQG VWUDWHJILF SODQQLQJ SRUWIROLR PDQDJHPHQW GHYHORSPHQW RI XQGHU:
WHVWLQJ DQG PDLQWHQDQFH RI LQFUHDVHG FDSLWDO OHYHOV DV QHHGHG WR VXSSRUW WKH
SRUWIROLRYV ZLWKLQ VXFK SHUFHQWDJH OHYHOV

&RPPXQLW\ 5HLQYHHMVWSS OO GPMKH UHIJXODWLRQV LVVXHG WKHUHXQGHU DUH LQWHQGHG
DVVHVVPHQW DUHD LQFOXGLQJ ORZ DQG PRGHUDWH LQFRPH QHLJKERUKRRGY FRQVLVWHQMW
UHJXODWRU\ DVVHVVPHQW RI D EDQNfV UHFRUG LQ PHHWLQJ WKH QHHGV RI LWV DVVHVVPHQ
DSSOLFDWLRQV WR DFTXLUH WKH DVVHWY DQG DVVXPH WKH OLDELOLWLHYV RI DQRWKHU EDQN
IHGHUDO EDQNLQJ DJHQFLHV WR PDNH SXEOLF D UDWLQJ RI D EDQNYV SHUIRUPDQFH XQGHU Wt
EDQNV LQYROYHG LQ WKH WUDQVDFWLRQ DUH UHYLHZHG LQ FRQQHFWLRQ ZLWK WKH ILOLQJ R
ZLWK DQ\ RWKHU EDQN KROGLQJ FRPSDQ\ $Q XQVDWLVIDFWRU\ &5% UHFRUG FRXOG VXEVWDOQ\
SVDWLVIDFWRU\" UDWLQJ LQ LWV PRVW UHFHQW &5% H[DPLQDWLRQ LQ

&RQVXPHU /DZV DQ GKHHIDMMNMIMNRPGXEMHFW WR QXPHURXY ODZV DQG UHJXODWLRQV LQWt¢
ODZV LQFOXGH DPRQJ RWKHUV ODZV UHJDUGLQJ XQIDLU GHFHSWLYH DQG DEXVLYH DFWV D
ODZV LQFOXGH WKH (OHFWURQLF )XQG 7UDQVIHU $FW WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW
BURFHGXUHV $FW RI WKH 6 $ ) ( ORUWJIDJH /LFHQVLQJ $FW RI WKH 7UXWK LQ /HQGLQJ
MXULVGLFWLRQV KDYH FRQVXPHU SURWHFWLRQ ODZV DQDORJRXV DQG LQ DGGLWLRQ WR WKk
UHTXLUHPHQWY DQG UHJXODWH WKH PDQQHU LQ ZKLFK ILQDQFLDO LQVWLWXWLRQV PXVW GHI
WUDQVDFWLRQV )DLOXUH WR FRPSO\ ZLWK WKHVH ODZV DQG UHJXODWLRQV FRXOG JLYH ULV
ORFDO DWWRUQH\V JHQHUDO DQG FLYLO RU FULPLQDO OLDELOLW\

,Q DGGLWLRQ WKH 'RGG )UDQN $FW FUHDWHG WKH &)3% 7KH &)3% KDV EURDG DXWKRUL)\
'RGG )UDQN $FW JLYHV WKH &)3% DXWKRULW\ WR VXSHUYLVH DQG H[DPLQH GHSRVLWRU\ LQVW
FRQVXPHU ODZV 7KH DXWKRULW\ WR VXSHUYLVH DQG H[DPLQH GHSRVLWRU\ LQVWLWXWLRQV :
ODUJHO\ ZLWK WKRVH LQVWLWXWLRQVY SULPDU\ UHJXODWRUV +RZHYHU WKH &)3% PD\ SDUWL
SRWHQWLDO HQIRUFHPHQW DFWLRQV DJDLQVW VXFK LQVWLWXWLRQV WR WKHLU SULPDU\ UHJX
KDV DVVHWV Rl OHVV WKDQ ELOOLRQ DQG FRXOG VXSHUYLVH DQG H[DPLQH RXU RWKHU G
&)3% DOVR KDV VXSHUYLVRU\ DQG H[DPLQDWLRQ DXWKRULW\ RYHU FHUWDLQ QRQEDQN LQVWL
Rl FRYHUHG QRQEDQN LQVWLWXWLRQV DQG DOVR DXWKRUL]JHV WKH &)3% WR LGHQWLI\ DGGL)\
SHUPLWV VWDWHY WR DGRSW FRQVXPHU SURWHFWLRQ ODZV DQG UHJXODWLRQV WKDW DUH V
SHUPLWWHG WR HQIRUFH FRQVXPHU SURWHFWLRQ UXOHY DGRSWHG E\ WKH &)3% DJDLQVW FH
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ORUWJIDJH /HQGLKH 'RGBHMWDQN $FW DXWKRUL]JHG WKH &)3% WR HVWDEOLVK FHUWDLQ PL(
LQFOXGLQJ D GHWHUPLQDWLRQ Rl WKH ERUURZHUYTYV DELOLW\ WR UHSD\ 8QGHU WKH 'RGG )UD"
XQOHVV WKH\ PDNH D (UHDVRQDEOH DQG JRRG IDLWK GHWHUPLQDWLRQ  WKDW WKH FRQVXPH
UDLVH FHUWDLQ GHIHQVHV WR IRUHFORVXUH EXW SURYLGHV D IXO0 RU SDUWLDO VDIH KDUER
PRUWJDJHV ~ LPSRVLQJ ERWK XQGHUZULWLQJ VWDQGDUGYV * IRU H[DPSOH D ERUURZHUTV GHE'
&HUWDLQ ORDQV LQFOXGLQJ LQWHUHVW RQO\ ORDQV DQG QHJDWLYH DPRUWL]DWLRQ ORDQV
TXDOLILHG PRUWJDJHV IRU EDQNV ZLWK OHVV WKDQ ELOOLRQ LQ DVVHWYV

$QWL ORQH\ /DXQGHBQBHDQBGHBRO ODZ LQFOXGLQJ WKH %DQN 6HFUHF\ $FW RU %6$ DQ
LOQVWLWXWLRQV VXFK DV WKH %DQN PXVW PDLQWDLQ DQWL PRQH\ ODXQGHULQJ SURJUDPV V
RIILFHU DQ RQJRLQJ HPSOR\HH WUDLQLQJ SURJUDP DQG WHVWLQJ Rl WKH SURJUDP E\ DQ LQ
VSHFLILHG ILQDQFLDO WUDQVDFWLRQV DQG DFFRXQW UHODWLRQVKLSY DQG PXVW PHHW HQK
ZLWK IRUHLJQ ILQDQFLDO LQVWLWXWLRQV DQG IRUHLJQ FXVWRPHUV )LQDQFLDO LQVWLWXW
JXDUG DJDLQVW PRQH\ ODXQGHULQJ DQG WR UHSRUW DQ\ VXVSLFLRXV WUDQVDFWLRQV DQG
PDLQWDLQHG E\ ILQDQFLDO LQVWLWXWLRQV 7KH )LQDQFLDO &ULPHV (QIRUFHPHQW 1HWZRUN |
GXH GLOLJHQFH UHTXLUHPHQWYVY IRU EDQNV ZLWK UHJDUG WR WKHLU FXVWRPHUV

7KH 21ILFH RI )RUHLJQ $VVHWYV &RQWURO RU 2)$& DGPLQLVWHUV ODZV DQG ([HFXWLYH 2I
SURKLELWHG SDUWLHV 2)$& SXEOLVKHV OLVWY RI SHUVRQV DQG RUJDQL]DWLRQV VXVSHFWH
IDWLRQDOV DQG %YORFNHG 3HUVRQV *HQHUDOO\ LI D EDQN LGHQWLILHVY D WUDQVDFWLRQ DF
DFFRXQW RU EORFN WKH WUDQVDFWLRQ ILOH D VXVSLFLRXVY DFWLYLW\ UHSRUW DQG QRWLI\

%DQN UHIJXODWRUV URXWLQHO\ H[DPLQH LQVWLWXWLRQV IRU FRPSOLDQFH ZLWK WKHVH
UHJXODWRU\ UHYLHZ RI DSSOLFDWLRQV LQFOXGLQJ DSSOLFDWLRQV IRU EDQN PHUJHUV DQG C
SURJUDPVY WR FRPEDW PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFLQJ DQG FRPSO\ ZLWK 2)$%
OHJDO UHSXWDWLRQDO DQG ILQDQFLDO FRQVHTXHQFHV IRU WKH LOQVWLWXWLRQ

3ULYDKH IHGHUDO EDQNLQJ UHJXODWRUYVY KDYH DGRSWHG UXOHV WKDW OLPLW WKH DELC
DERXW FRQVXPHUV WR QRQ DIILOLDWHG WKLUG SDUWLHYV 7KHVH OLPLWDWLRQV UHTXLUH GLV
SUHYHQW GLVFORVXUH RI FHUWDLQ SHUVRQDO LQIRUPDWLRQ WR D QRQ DIILOLDWHG WKLUG S
VHUYLFHV FRPSDQLHVY DQG FRQYH\HG WR RXWVLGH YHQGRUV ,Q DGGLWLRQ FRQVXPHUV PD\
DVVHPEOHG RU XVHG WR GHWHUPLQH HOLJLELOLW\ IRU D SURGXFW RU VHUYLFH VXFK DV WKI
&RQVXPHUV DOVR KDYH WKH RSWLRQ WR GLUHFW EDQNVY DQG RWKHU ILQDQFLDO LQVWLWXWL
WKH SXUSRVH RI PDUNHWLQJ SURGXFWY RU VHUYLFHV ,Q DGGLWLRQ WR DSSOLFDEOH IHGHUIL
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JHGHUDO +RPH /RDQKADRMNYG WWWRP RI ZKLFK WKH %DQN LV D PHPEHU FRQVLVWYV RI Ut
+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\VWI
SURFHGXUHVY HVWDEOLVKHG E\ WKH )+/% DQG WKH %RDUGV RI GLUHFWRUV RI HDFK UHJLRQDO

$V D VIVWHP PHPEHU DFFRUGLQJ WR FXUUHQWO\ H[LVWLQJ SROLFLHY DQG SURFHGXUHV
FROODWHUDO 7KH %DQN LV DOVR UHTXLUHG WR RZQ D FHUWDLQ DPRXQW RI FDSLWDO VWRFN
DGYDQFHVY FRPPLWPHQWY DQG OHWWHUV RI FUHGLW DQG FROODWHUDO UHTXLUHPHQWYV ZLWK
HIWHQVLRQV RI FUHGLW PDGH E\ WKH )+/% WR WKH %DQN DUH VHFXUHG E\ D SRUWLRQ RI WKH
WKH )+/% KHOG E\ WKH %DQN

(QIRUFHPHQWK3REBQW UHJXODWRU\ DJHQFLHY KDYH EURDG HQIRUFHPHQW SRZHUV LQFO
ILQHY DQG RWKHU FLYLO DQG FULPLQDO SHQDOWLHY DQG DSSRLQW D FRQVHUYDWRU RU UHF}
EUHDFKHV RI ILGXFLDU\ GXW\ RU WKH PDLQWHQDQFH RI XQVDIH DQG XQVRXQG FRQGLWLRQV
UHVSHFWLYH RIILFHUV GLUHFWRUV DQG RWKHU LQVWLWXWLRQ DIILOLDWHG SDUWLHV WR DC
UHJXODWRU\ DXWKRULWLHY PD\ DSSRLQW WKH )',& DV FRQVHUYDWRU RU UHFHLYHU IRU D EDQ
RU PRUH RI D QXPEHU RI FLUFXPVWDQFHV H[LVW LQFOXGLQJ ZLWKRXW OLPLWDWLRQ WKH ID
EHFRPLQJ DGHTXDWHO\ FDSLWDOL]JHG IDLOV WR EHFRPH DGHTXDWHO\ FDSLWDOL]JHG ZKHQ UH
PDWHULDOO\ IDLOV WR LPSOHPHQW DQ DFFHSWHG FDSLWDO UHVWRUDWLRQ SODQ

(ITHFW Rl *RYHUQPHQWDO ORQHWDU\ 3ROLFLHV

7KH FRPPHUFLDO EDQNLQJ EXVLQHVV LV DIIHFWHG QRW RQO\ E\ JHQHUDO HFRQRPLF FRQ
5HVHUYH 6RPH RI WKH LQVWUXPHQWY RI PRQHWDU\ SROLF\ DYDLODEOH WR WKH JHGHUDO 5H\
DYDLODELOLW\ RI ERUURZLQJV DW WKH 3GLVFRXQW ZLQGRZ ~ RSHQ PDUNHW RSHUDWLRQV WK
DQG FHUWDLQ ERUURZLQJV E\ EDQNV DQG WKHLU DIILOLDWHY DQG DVVHWYV RI IRUHLJQ EUDQF
LOQYHVWPHQWY DQG GHSRVLWYV DQG WKH LOQWHUHVW UDWHYV FKDUJHG RQ ORDQV RU SDLG RQ
RI WKHVH SROLFLHVY RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQDQFLDO FRQGLWLRQ UHVXO

,PSDFW RI &XUUHQW /DZV DQG 5HIXODWLRQYV

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

)XWXUH /HILVODWLRQ DQG 5HIXODWRU\ 5HIRUP

JURP WLPH WR WLPH YDULRXV OHJLVODWLYH DQG UHJXODWRU\ LQLWLDWLYHY UHODWHG
UHJXODWLRQV DQG VWDWXWHY DUH UHJXODUO\ SURSRVHG WKDW FRQWDLQ ZLGH UDQJLQJ SU
LOQVWLWXWLRQV RSHUDWLQJ LQ WKH 8QLWHG 6WDWHV :‘H FDQQRW SUHGLFW ZKHWKHU RU LQ
EXVLQHVY PD\ EH DIIHFWHG E\ DQ\ QHZ UHJXODWLRQ RU VWDWXWH )XWXUH OHJLVODWLRQ U
SROLFLHV PD\ KDYH D VLIJQLILFDQW LQIOXHQFH RQ RXU RSHUDWLRQV DQG DFWLYLWLHV ILQI
JURZWK DQG GLVWULEXWLRQ RI ORDQV LQYHVWPHQWY DQG GHSRVLWYV 6XFK OHJLVODWLRQ
ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV JURZWK SODQV DQG IXWXUH SURVSHFWYV
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,7(0 $ 5LVN )DFWRUYV

,Q HYDOXDWLQJ RXU EXVLQHVV \RX VKRXOG FRQVLGHU FDUHIXOO\ WKH IDFWRUV GHVFU
DGYHUVHO\ DITHFW RXU EXVLQHVVY SURVSHFWV ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUD
XVH RI IRUZDUG ORRNLQJ VWDWHPHQWY HOVHZKHUH LQ WKLV 5HSRUW

5LVNV 5HODWLQJ WR RXU %XVLQHVYV

$V D EXVLQHVY RSHUDWLQJ LQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ RXU EXVLQHVV DQG RSF
FRQGLWLRQV

2XU EXVLQHVVHV DQG RSHUDWLRQV ZKLFK SULPDULO\ FRQVLVW RI OHQGLQJ PRQH\ WR F
GHSRVLWY DQG LQYHVWLQJ LQ VHFXULWLHY DUH VHQVLWLYH WR JHQHUDO EXVLQHVV DQG HI
E\ KLVWRULFDOO\ ORZ LQWHUHVW UDWHV ZKLFK LPSDFWV RXU DELOLW\ WR DWWUDFW GHSRV
DERXW IHGHUDO ILVFDO PRQHWDU\ DQG UHODWHG SROLFLHV WKH PHGLXP DQG ORQJ WHUP IL’
FRQVXPHUV DQG LQYHVWRUV LQ WKH 8QLWHG 6WDWHYV &KDQJHV LQ DQ\ Rl WKHVH SROLFLH\
FRQWURO ,Q DGGLWLRQ HFRQRPLF FRQGLWLRQV LQ IRUHLJQ FRXQWULHY LQFOXGLQJ JORED
FXUUHQFLHY FRXOG DIIHFW WKH VWDELOLW\ Rl JOREDO ILQDQFLDO PDUNHWYV ZKLFK FRXOG K

$GYHUVH HFRQRPLF FRQGLWLRQV LQ WKH 8QLWHG 6WDWHY DQG LQ IRUHLJQ FRXQWULHYV
DFWV RI WHUURULVP DQ RXWEUHDN RI KRVWLOLWLHV RU RWKHU LQWHUQDWLRQDO RU GRPHYV
FRQWURO DQG WKH JRYHUQPHQW SROLF\ UHVSRQVHV WR VXFK FRQGLWLRQV FRXOG KDYH D
SURVSHFWYV

$00 RI WKHVH IDFWRUV FRXOG EH GHWULPHQWDO WR RXU EXVLQHVV DQG WKH LQWHUS(

7KH JHRJUDSKLF FRQFHQWUDWLRQ Rl RXU EXVLQHVV LQ WKH VWDWH RI /RXLVLDQD DQG LQ 'D
HFRQRPLF GRZQWXUQ DIIHFWLQJ RXU PDUNHWYV LQFOXGLQJ DQ\ GRZQWXUQ LQ WKH UHDO HV\V

‘H FRQGXFW RXU RSHUDWLRQV H[FOXVLYHO\ LQ WKH VWDWH RI /RXLVLDQD DQG 'DOODV 7
SRUWIROLR ZHUH PDGH WR ERUURZHUV ZKR OLYH DQG RU FRQGXFW EXVLQHVV LQ RXU PDUNH"
LQ RXU PDUNHWYV $FFRUGLQJO\ ZH DUH H[SRVHG WR ULVNV DVVRFLDWHG ZLWK D ODFN RI JHF
PDUNHWYVY RXU H[LVWLQJ RU SURVSHFWLYH ERUURZHUV RU SURSHUW\ YDOXHV LQ RXU PDUNH\
FRPSHWLWRUYV ZKRVH RSHUDWLRQV DUH OHVV JHRJUDSKLFDOO\ IRFXVHG

7KH HFRQRPLF FRQGLWLRQV LQ RXU PDUNHWY DUH KLIJKO\ GHSHQGHQW RQ WKH UHDO HV
PDQXIDFWXULQJ DQG HQHUJ\ VHFWRUV $Q\ GRZQWXUQ RU DGYHUVH GHYHORSPHQW LQ WKHV
PDWHULDO DGYHUVH LPSDFW RQ RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RS
FRXOG QHIJDWLYHO\ DITHFW WKH YROXPH RI ORDQ RULJLQDWLRQV LQFUHDVH WKH OHYHO RI (
RI RXU ORDQV
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‘H IDFH VLJQLILFDQW FRPSHWLWLRQ WR DWWUDFW DQG UHWDLQ FXVWRPHUV ZKLFK FRXOG L

‘H RSHUDWH LQ WKH KLJKO\ FRPSHWLWLYH EDQNLQJ LQGXVWU\ DQG IDFH VLIJQLILFDQW F
UHJLRQDO DQG QDWLRQZLGH LQVWLWXWLRQV LQ RULJLQDWLQJ ORDQV DWWUDFWLQJ GHSRV|
VLIQLILFDQWO\ PRUH UHVRXUFHV JUHDWHU QDPH UHFRJQLWLRQ DQG PRUH H[WHQVLYH DQG
PDQ\ RI WKHVH FRPSHWLWRUV FDQ EH PRUH DJJUHVVLYH WKDQ ZH FDQ RQ ORDQ DQG GHSRVL
DQG PD\ KDYH ORZHU FRVW VWUXFWXUHV :H H[SHFW FRPSHWLWLRQ WR FROQWLQXH WR LQWHC
FKDQJHV DQG WKH HPHUJHQFH RI DOWHUQDWLYH EDQNLQJ VRXUFHV

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

" RXU DELOLW\ WR GHYHORS PDLQWDLQ DQG EXLOG ORQJ WHUP FXVWRPHU UHODWLRQ"

" RXU VFRSH UHOHYDQFH DQG SULFLQJ RI SURGXFWV DQG VHUYLFHV RIITHUHG WR PHHYV

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

" EXVWRPHU VDWLVIDFWLRQ ZLWK RXU OHYHO RI VHUYLFH

" RXU DELOLW\ WR H[SDQG RXU PDUNHW SRVLWLRQ

" LQGXVWU\ DQG JHQHUDO HFRQRPLF WUHQGV DQG

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

,QFUHDVHG FRPSHWLWLRQ FRXOG UHTXLUH XV WR LQFUHDVH WKH UDWHV ZH SD\ RQ GHSI
IDLOXUH WR FRPSHWH HIITHFWLYHO\ LQ RXU SULPDU\ PDUNHWYV FRXOG FDXVH XV WR ORVH PDU
UHVXOWV RI RSHUDWLRQV

2XU VXFFHVV LV ODUJHO\ GHSHQGHQW XSRQ RXU DELOLW\ WR VXFFHVVIXOO\ HIHFEXWH RX0O & X
DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRGQ

2XU VXFFHVV LQFOXGLQJ RXU DELOLW\ WR DFKLHYH RXU JURZWK DQG SURILWDELOLW\ JI
WHUP EXVLQHVV VWUDWHI\ 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 RSHUDWLQJ HIILFLHQF\ DQG SURILWDELOLW\

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

" 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 DSSOL

" REWDLQ IHGHUDO DQG VWDWH UHJXODWRU\ DSSURYDOV
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" PDQDJH RXU FUHGLW LQWHUHVW UDWH DQG OLTXLGLW\ ULVN
" GHYHORS QHZ DQG JURZ RXU H[LVWLQJ VWUHDPV Rl QRQLQWHUHVW LQFRPH
» RYHUVHH WKH SHUIRUPDQFH RI WKLUG SDUW\ VHUYLFH SURYLGHUV WKDW SURYLGH PI
" PDLQWDLQ H[SHQVHV LQ OLQH ZLWK WKHLU FXUUHQW SURMHFWLRQV

J)DLOXUH WR DFKLHYH WKHVH VWUDWHJLF JRDOV FRXOG DGYHUVHO\ DITHFW RXU DELOLW
EXVLQHVYV JURZWK SURVSHFWV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV )XUV
UHVXOWYV RI RSHUDWLRQV DQG IXWXUH SURVSHFWV FRXOG EH QHJDWLYHO\ DIITHFWHG DQG Z
FRQGXFW RXU RSHUDWLRQYV

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

2XU VXFFHVV GHSHQGV LQ ODUJH SDUW RQ WKH SHUIRUPDQFH RI RXU NH\ SHUVRQQHO D
PLGGOH PDQDJHPHQW DQG RWKHU VNLOOHG HPSOR\HHV &RPSHWLWLRQ IRU HPSOR\HHV LV LQ’
DWWULEXWHYVY UHTXLUHG WR H[HFXWH RXU EXVLQHVY SODQ PD\ EH OHQJWK\ :H PD\ QRW EH V
RU PRUH RI RXU NH\ SHUVRQQHO FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV EHFDXVI
WKH GLIILFXOW\ RI SURPSWO\ ILQGLQJ TXDOLILHG UHSODFHPHQW SHUVRQQHO ,I WKH VHUYLF
DEOH WR LGHQWLI\ DQG KLUH TXDOLILHG SHUVRQV RQ WHUPV DFFHSWDEOH WR XV RU DW DO
RSHUDWLRQV

2XU DELOLW\ WR DWWUDFW DQG UHWDLQ SURILWDEOH EDQNHUV LV FULWLFDO WR WKH VXFFH
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

2XU DELOLW\ WR UHWDLQ DQG JURZ RXU ORDQV GHSRVLWYV DQG IHH LQFRPH GHSHQGV X
VNLOOV RI RXU EDQNHUV I ZH ZHUH WR ORVH WKH VHUYLFHV RI DQ\ RI RXU EDQNHUV LQFOX(
FRPSHWLWRU RU RWKHUZLVH ZH PD\ QRW EH DEOH WR UHWDLQ YDOXDEOH UHODWLRQVKLSYV |
VHUYLFHYV

2XU JURZWK VWUDWHJ\ DOVR UHOLHY RQ RXU DELOLW\ WR DWWUDFW DQG UHWDLQ DGGLW
RXU GHVLUHG FDOLEHU LQFOXGLQJ DV D UHVXOW RI FRPSHWLWLRQ IURP RWKHU ILQDQFLDO LC
ILQDQFLDO UHVRXUFHV DQG PD\ EH DEOH WR RIIHU PRUH DWWUDFWLYH FRPSHQVDWLRQ SDFN
DQG H[SHQG VLJQLILFDQW WLPH DQG UHVRXUFHV RQ WUDLQLQJ LQWHJUDWLRQ DQG EXVLQHV'
HIITHFWLYH ,1 ZH DUH XQDEOH WR DWWUDFW DQG UHWDLQ SURILWDEOH EDQNHUV RU LI RXU EL
PD\ EH XQDEOH WR H[HFXWH RXU EXVLQHVV VWUDWHJI\ ZKLFK FRXOG KDYH DQ DGYHUVH HIIH
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: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 FUHG
D ORDQ ZLOO QRW EH UHSDLG WLPHO\ RU DW DOO RU WKDW WKH YDOXH RI DQ\ FROODWHUDO V
H[SRVHG WR ULVNV ZLWK UHVSHFW WR WKH SHULRG RI WLPH RYHU ZKLFK WKH ORDQ PD\ EH UH
DQG LQGXVWU\ FRQGLWLRQV DQG ULVNV LQKHUHQW LQ GHDOLQJ ZLWK LQGLYLGXDO ORDQV D
ORFDO PDUNHW FRQGLWLRQV DQG JHQHUDO HFRQRPLF FRQGLWLRQV ,I| WKH RYHUDOO HFRQRPI
PDWHULDO GLVUXSWLRQ RXU ERUURZHUV PD\ H[SHULHQFH GLIILFXOWLHV LQ UHSD\LQJ WKHLU
QRQSHUIRUPLQJ ORDQV FKDUJH RIIV DQG GHOLQTXHQFLHV FRXOG ULVH DQG UHTXLUH VLJQLI
TXDOLW\ RI FRPPHUFLDO ORDQV LQFOXGH WKH TXDOLW\ RI WKH PDQDJHPHQW RI WKH EXVLQH
GHPDQG FKDUDFWHULVWLFV DIIHFWLQJ RXU PDUNHW IRU SURGXFWY DQG VHUYLFHY DQG WR
FRPPHUFLDO UHDO HVWDWH ORDQV LQFOXGH WHQDQW YDFDQF\ UDWHV DQG WKH TXDOLW\ RI ¥

2XU ULVN PDQDJHPHQW SUDFWLFHV VXFK DV PRQLWRULQJ WKH FRQFHQWUDWLRQ RI RXU
SUDFWLFHVY PD\ QRW DGHTXDWHO\ UHGXFH FUHGLW ULVN DQG RXU FUHGLW DGPLQLVWUDWLF
DQ\ RWKHU FRQGLWLRQV DIIHFWLQJ FXVWRPHUY DQG WKH TXDOLW\ RI WKH ORDQ SRUWIROLR
DEOH WR ZLWKVWDQG FRPSHWLWLYH HFRQRPLF DQG ILQDQFLDO SUHVVXUHV WKDQ ODUJHU ER
SRUWIROLR PD\ UHVXOW LQ ORDQ GHIDXOWV IRUHFORVXUHY DQG DGGLWLRQDO FKDUJH RIIV
ZKLFK FRXOG DGYHUVHO\ DIIHFW RXU QHW LQFRPH $V D UHVXOW RXU LQDELOLW\ WR VXFFHV
FROQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

2XU FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR H[SRVHV XV WR ULVNV WKDW PD\ EH JUHD)

2XU ORDQ SRUWIROLR LQFOXGHVY RZQHU RFFXSLHG DQG QRQ RZQHU RFFXSLHG FRPPHUFL
DUH VHFXUHG E\ FRPPHUFLDO SURSHUWLHYV DV ZHOO DV UHDO HVWDWH DFTXLVLWLRQ FRQVWL

RI RXU ORDQ SRUWIROLR LV VHFXUHG E\ FRPPHUFLDO UHDO HVWDWH 7KHVH ORDQV W\SLF
JHQHUDWHG E\ WKH SURSHUW\ VHFXULQJ WKH ORDQ LQ DPRXQWYV VXIILFLHQW WR FRYHU RSt
HFRQRP\ RU ORFDO PDUNHW FRQGLWLRQV 7KHVH ORDQV H[SRVH XV WR JUHDWHU FUHGLW UL
W\SLFDOO\ FDQQRW EH OLTXLGDWHG DV HDVLO\ DV UHVLGHQWLDO UHDO HVWDWH EHFDXVH W|
FRPPHUFLDO UHDO HVWDWH ORDQV JHQHUDOO\ LQYROYH UHODWLYHO\ ODUJH EDODQFHV WR V
RFFXSLHG FRPPHUFLDO UHDO HVWDWH ORDQV PD\ EH ODUJHU RQ D SHU ORDQ EDVLV WKDQ WK
WKH FUHGLW TXDOLW\ RI RXU FRPPHUFLDO UHDO HVWDWH ORDQ SRUWIROLR ZRXOG UHTXLUH X
DGYHUVHO\ DITHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWYV RI RSHUDWLRQV DQG ¢

%HFDXVH D VLIQLILFDQW SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI UHDO HVWDW#}
FRXOG LPSDLU WKH YDOXH RI FROODWHUDO VHFXULQJ RXU UHDO HVWDWH ORDQV DQG UHVXO

7KH PDUNHW YDOXH RI UHDO HVWDWH FDQ IOXFWXDWH VLIJQLILFDQWO\ LQ D VKRUW SHULRC(
ORDQV ZDV FRPSULVHG RI ORDQV ZLWK UHDO HVWDWH DV D SULPDU\ RU VHFRQGDU\ FRPSRQH
HVWDWH LQ RQH RU PRUH RI RXU PDUNHWV FRXOG LQFUHDVH WKH FUHGLW ULVN DVVRFLDWHC
ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ 1HJDWLYH FKDQJHV LQ WKH HFRQRP\ L
YDOXH RI SURSHUW\ SOHGJHG DV FROODWHUDO RQ ORDQV DQG DIIHFW RXU DELOLW\ WR VHOO
VROG IRU OHVV WKDQ WKH RXWVWDQGLQJ EDODQFH RI WKH ORDQ ZKLFK FRXOG UHVXOW LQ
ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV ,I| UHDO HVWDWH YDOXHV GHFOLQH L)\
FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV




7DEOH RI &RQWHQWYV

‘H HQJDJH LQ OHQGLQJ VHFXUHG E\ UHDO HVWDWH DQG PD\ EH IRUFHG WR IRUHFORVH RQ WK
SRWHQWLDO ULVNV DVVRFLDWHG ZLWK WKH RZQHUVKLS RI WKH UHDO SURSHUW\

6LQFH ZH RULJLQDWH ORDQV VHFXUHG E\ UHDO HVWDWH ZH PD\ KDYH WR IRUHFORVH RCQC
RSHUDWH VXFK SURSHUW\ LQ ZKLFK FDVH ZH ZRXOG EH H[SRVHG WR WKH ULVNV LQKHUHQW LQ
PLOOLRQ LQ RWKHU UHDO HVWDWH RZQHG RU 325(2° 7KH DPRXQW WKDW ZH DV D PRUWJDJHH
LQFOXGLQJ EXW QRW OLPLWHG WR JHQHUDO RU ORFDO HFRQRPLF FRQGLWLRQV HQYLURQPHC
WKH PRUWJDJHG SURSHUWLHYVY DELOLW\ WR REWDLQ DQG PDLQWDLQ DGHTXDWH RFFXSDQF\ R
2XU LQDELOLW\ WR PDQDJH WKH DPRXQW RI FRVWYV RU VL]H RI WKH ULVNV DVVRFLDWHG ZLWK
HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

$ ODUJH SRUWLRQ RI RXU ORDQ SRUWIROLR LV FRPSULVHG RI FRPPHUFLDO ORDQV VHFXUHG I
GHWHULRUDWLRQ LQ YDOXH RI ZKLFK FRXOG H[SRVH XV WR FUHGLW ORVVHY DQG FRXOG DGY

$V Rl '"HFHPEHU DSSUR[LPDWHO\ PLOOLRQ RU RI RXU WRWDO ORDQV ZHUH
FROODWHUDOL]HG E\ JHQHUDO EXVLQHVY DVVHWY LQFOXGLQJ DPRQJ RWKHU WKLQJV DFFR:
WKH ERUURZHU RU SULQFLSDO 7KHVH FRPPHUFLDO ORDQV DUH W\SLFDOO\ ODUJHU LQ DPRXQ)
ORDQ EDVLV $GGLWLRQDOO\ WKH UHSD\PHQW RI FRPPHUFLDO ORDQV LV VXEMHFW WR WKH R
LQFOXGHY PRYDEOH SURSHUW\ VXFK DV HTXLSPHQW DQG LQYHQWRU\ ZKLFK PD\ GHFOLQH LQ
DGGLWLRQ D SRUWLRQ RI RXU FXVWRPHU EDVH LQFOXGLQJ FXVWRPHUV LQ WKH HQHUJ\ DQC
VHQVLWLYH WR FRPPRGLW\ SULFHV RU PDUNHW IOXFWXDWLRQV VXFK DV HQHUJ\ SULFHV $FF
FRXOG LPSDLU WKH YDOXH RI WKH FROODWHUDO VHFXULQJ WKHVH ORDQV 6LJQLILFDQW DGYH
FXVWRPHUVY RSHUDWH FRXOG FDXVH UDSLG GHFOLQHY LQ ORDQ FROOHFWDELOLW\ DQG WKH
WKDW PD\ H[SRVH XV WR FUHGLW ORVVHV DQG FRXOG DGYHUVHO\ DIITHFW RXU EXVLQHVV ILC

2XU SRUWIROLR FRQWDLQV D QXPEHU RI ODUJH ORDQV WR FHUWDLQ ERUURZHUV DQG GHWHL
DGYHUVH LPSDFW RQ RXU DVVHW TXDOLW\

2XU JURZWK RYHU WKH SDVW VHYHUDO \HDUV KDV EHHQ SDUWLDOO\ DWWULEXWDEOH WR
'"HFHPEHU RXU DYHUDJH ORDQ VL]H LQFOXGLQJ XQIXQGHG FRPPLWPHQWY ZDV DSSURJ[LPL
UHODWLRQVKLSY UDQJHG IURP DSSUR[LPDWHO\ PLOOLRQ WR PLOOLRQ LQFOXGLQJ XQIX(
DQG PLOOLRQ LQ SULQFLSDO EDODQFH UHVSHFWLYHO\ $ORQJ ZLWK RWKHU ULVNV LQKHU
VHFEXULQJ WKHVH ORDQV WKH KLJKHU DYHUDJH VL]H RI RXU ORDQV SUHVHQWY D ULVN WR RX
ODUJHVW ERUURZHUV EHFRPH XQDEOH WR UHSD\ WKHLU ORDQ REOLJDWLRQV DV D UHVXOW RI
RXU SURYLVLRQ IRU ORDQ ORVVHV FRXOG LQFUHDVH VLIJQLILFDQWO\ ZKLFK FRXOG KDYH DQ
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2XU DOORZDQFH IRU ORDQ ORVVHV PD\ SURYH WR EH LQVXIILFLHQW WR DEVRUE ORVVHV LQKF
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

‘H PDLQWDLQ DQ DOORZDQFH IRU ORDQ ORVVHY WKDW UHSUHVHQWY PDQDJHPHQW{V MXC

RXU DOORZDQFH IRU ORDQ ORVVHV WRWDOHG PLOOLRQ ZKLFK UHSUHVHQWYV DSSUR]
UHIOHFWYV PDQDJHPHQWfV FRQWLQXLQJ HYDOXDWLRQ Rl JHQHUDO HFRQRPLF FRQGLWLRQV G
FUHGLW SUREOHPV GHOLQTXHQF\ OHYHOV DQG DGHTXDF\ Rl FROODWHUDO 7KH GHWHUPLQDW
DQG UHTXLUHV XV WR PDNH VLJQLILFDQW HVWLPDWHV RI DQG DVVXPSWLRQV UHJDUGLQJ FXUL
PDQDJHPHQW DVVXPSWLRQV GHWHULRUDWLRQ RI HFRQRPLF FRQGLWLRQV DIIHFWLQJ ERUURZI
DGGLWLRQDO SUREOHP ORDQV DFTXLVLWLRQ RI SUREOHP ORDQV DQG RWKHU IDFWRUV ERWK
ORVVHV ,Q DGGLWLRQ RXU UHJXODWRUV DV DQ LQWHJUDO SDUW Rl WKHLU SHULRGLF H[DPL(
ORVVHV DQG PD\ GLUHFW XV WR PDNH DGGLWLRQV WR WKH DOORZDQFH EDVHG RQ WKHLU MXG
DFWXDO FKDUJH RIIV LQ IXWXUH SHULRGV H[FHHG WKH DPRXQWY DOORFDWHG WR WKH DOORZ
DGHTXDF\ Rl RXU DOORZDQFH IRU ORDQ ORVVHV )LQDOO\ WKH PHDVXUH Rl RXU DOORZDQFH
VWDQGDUGY 7KH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGY %RDUG UHFHQWO\ LVVXHG D QHZ FUHGL
EHFRPH DSSOLFDEOH WR XV RQ -DQXDU\ XQOHVV DGRSWHG HDUOLHU &(&/ ZLOO UHTXLUI
RULJLQDWLRQ IRU WKH OLIHWLPH Rl WKH ORDQ DV RSSRVHG WR UHVHUYLQJ IRU LQFXUUHG RI
ZRXOG EH UHIOHFWHG LQ WKH LQFRPH VWDWHPHQW LQ WKH SHULRG RI RULJLQDWLRQ RU DFT:
GHWHULRUDWLRQ RU LPSURYHPHQW UHIOHFWHG LQ WKH SHULRGV LQ ZKLFK WKH H[SHFWDWLRC
LQFUHDVH WKHLU DOORZDQFHV IRU ORDQ ORVVHV ORUHRYHU WKH &(&/ PRGHO OLNHO\ ZRXOG |
PDWHULDOO\ LQFUHDVH RXU OHYHO RI DOORZDQFH IRU ORDQ ORVVHV IRU DQ\ UHDVRQ VXFK

7KH VPDOO WR PLGVL]HG EXVLQHVVHV WKDW ZH OHQG WR PD\ KDYH IHZHU UHVRXUFHV WR ZH
UHSD\ D ORDQ DQG VXFK LPSDLUPHQW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EX

‘H IRFXV RXU EXVLQHVV GHYHORSPHQW DQG PDUNHWLQJ VWUDWHJ\ SULPDULO\ RQ VPDOC
PDUNHW VKDUHY WKDQ WKHLU FRPSHWLWLRQ PD\ EH PRUH YXOQHUDEOH WR HFRQRPLF GRZQ\
H[SHULHQFH VXEVWDQWLDO YRODWLOLW\ LQ RSHUDWLQJ UHVXOWV DQ\ RI ZKLFK PD\ LPSDLU L
EXVLQHVYV RIWHQ GHSHQGY RQ WKH PDQDJHPHQW VNLOOV WDOHQWY DQG HIIRUWYV RI RQH RU
PRUH Rl WKHVH SHRSOH FRXOG KDYH DQ DGYHUVH LPSDFW RQ WKH EXVLQHVYV DQG LWV DELOL
ZKLFK ZH RSHUDWH DQG VPDOO WR PLGVL]HG EXVLQHVVHV DUH DGYHUVHO\ DIIHFWHG RU RXU
FRXOG KDYH D PDWHULDO DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG U

7KH ERUURZLQJ QHHGV RI RXU FXVWRPHUV PD\ LQFUHDVH HVSHFLDOO\ GXULQJ D FKDOOHQJL
RXU FRQWUDFWXDO REOLJDWLRQV WR H[WHQG FUHGLW

$ FRPPLWPHQW WR H[WHQG FUHGLW LV D IRUPDO DJUHHPHQW WR OHQG IXQGV WR D FXVV
DJUHHPHQW 7KH DFWXDO ERUURZLQJ QHHGV RI RXU FXVWRPHUV XQGHU WKHVH FUHGLW FRPP
$ VLIQLILFDQW SRUWLRQ RI WKHVH FRPPLWPHQWY H[SLUH ZLWKRXW EHLQJ GUDZQ XSRQ %HFI
WRWDO XQIXQGHG FUHGLW FRPPLWPHQWYV ZKLFK LV QRW UHIOHFWHG RQ RXU EDODQFH VKHHW
FXVWRPHUV $FWXDO ERUURZLQJ QHHGV RI RXU FXVWRPHUV PD\ H[FHHG RXU H[SHFWDWLRQV
FRPSDQLHV PD\ EH PRUH GHSHQGHQW RQ RXU FUHGLW FRPPLWPHQWY GXH WR WKH ODFN RI DY
ILQDQFLQJV IURP YHQWXUH ILUPV 7KLV FRXOG DGYHUVHO\ DIIHFW RXU OLTXLGLW\ ZKLFK FRX
FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG U
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2XU DELOLW\ WR PDLQWDLQ RXU UHSXWDWLRQ LV FULWLFDO WR WKH VXFFHVV RI RXU EXVLQH

2XU EXVLQHVY SODQ HPSKDVL]HVY UHODWLRQVKLS EDQNLQJ :H KDYH EHQHILWHG IURP VV
RQH RI WKH PRVW YDOXDEOH FRPSRQHQWYV RI RXU EXVLQHVV 2XU JURZWK RYHU WKH SDVW V
LOQVWLWXWLRQV DQG LQFUHDVLQJ RXU PDUNHW VKDUH SULPDULO\ E\ WKH LQYROYHPHQW LQ R
EDQNLQJ VHUYLFHV LQ RXU SULPDU\ PDUNHWV $V VXFK ZH VWULYH WR HQKDQFH RXU UHSXW
DQ LQWHJUDO SDUW RI WKH FRPPXQLWLHYVY ZH VHUYH DQG GHOLYHULQJ VXSHULRU VHUYLFH W
RWKHUZLVH RXU H[LVWLQJ UHODWLRQVKLSY PD\ EH GDPDJHG :H FRXOG ORVH VRPH RI RXU H|
HDFK RWKHU DQG ZH PD\ QRW EH VXFFHVVIXO LQ DWWUDFWLQJ QHZ FXVWRPHUV $Q\ RI WKH
DQG UHVXOWYVY RI RSHUDWLRQV

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

2XU EXVLQHVY KDV JURZQ UDSLGO\ )LQDQFLDO LQVWLWXWLRQV WKDW JURZ UDSLGO\ FDC
SULPDU\ VWUDWHIJ\ IRFXVHV RQ RUJDQLF JURZWK VXSSOHPHQWHG E\ DFTXLVLWLRQV RI EDQNM
RXU JURZWK VWUDWHJI\ WR VXVWDLQ RXU KLVWRULFDO UDWH RI JURZWK RU ZH PD\ EH XQDEO}
GHSRVLWYV ZLWKLQ DFFHSWDEOH ULVN DQG H[SHQVH WROHUDQFHY REWDLQ WKH SHUVRQQHO
FDQGLGDWHY 9DULRXV IDFWRUV VXFK DV HFRQRPLF FRQGLWLRQV DQG FRPSHWLWLRQ PD\ L
FRQVXPPDWLRQ RI DFTXLVLWLRQV )XUWKHU ZH PD\ EH XQDEOH WR DWWUDFW DQG UHWDLQ H
VWUDWHJ\ DOVR GHSHQGY RQ RXU DELOLW\ WR HIIHFWLYHO\ PDQDJH JURZWK ZKLFK LV GHSH
RSHUDWLRQDO WHFKQRORJ\ DQG JRYHUQDQFH LQIUDVWUXFWXUH WR DFFRPPRGDWH H[SDQGH
LPSOHPHQW RQH RU PRUH DVSHFWV RI RXU VWUDWHJ\ ZH PD\ EH XQDEOH WR PDLQWDLQ KLVW
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

:H PD\ QRW EH DEOH WR PDQDJH WKH ULVNV DVVRFLDWHG ZLWK RXU DQWLFLSDWHG JURZWK |

2XU EXVLQHVV VWUDWHJI\ LQFOXGHY HYDOXDWLQJ VWUDWHILF RSSRUWXQLWLHV WR JUF
EHHQ PHDQLQJIXO WR RXU JURZWK VLQFH LQFHSWLRQ 'H QRYR EUDQFKLQJ FDUULHV ZLWK LW
RSHUDWLQJ ORVVHV DQ LQDELOLW\ WR JDLQ UHJXODWRU\ DSSURYDO DQ LQDELOLW\ WR VHF
VXFFHVVIXOO\ LOWHJUDWH DQG SURPRWH RXU FRUSRUDWH FXOWXUH SRRU PDUNHW UHFHSW
SUHH[LVWLQJ UHSXWDWLRQ FKDOOHQJHY SRVHG E\ ORFDO HFRQRPLF FRQGLWLRQV FKDOOH
VWUDLQ RQ PDQDJHPHQW UHVRXUFHY DQG LQWHUQDO V\VWHPVY DQG FRQWUROV )DLOXUH WR
EUDQFKLQJ FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQ¢

‘H PD\ SXUVXH DFTXLVLWLRQV LQ WKH IXWXUH ZKLFK FRXOG H[SRVH XV WR ILQDQFLDO H[HF>
ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG JURZWK SURVSHFWYV

$OWKRXJIK ZH JHQHUDOO\ SODQ WR FRQWLQXH WR JURZ RXU EXVLQHVVY RUJDQLFDOO\ ZH
FRPSOHPHQW RXU DFWLYLWLHYVY DQG KDYH WKH DELOLW\ WR HQKDQFH RXU SURILWDELOLW\ 2X
LQFOXGLQJ WKRVH DVVRFLDWHG ZLWK

" WKH LGHQWLILFDWLRQ RI VXLWDEOH FDQGLGDWHY IRU DFTXLVLWLRQ
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" WKH GLYHUVLRQ RI PDQDJHPHQW DWWHQWLRQ IURP WKH RSHUDWLRQ RI RXU H[LVW
" WKH DELOLW\ WR DWWUDFW IXQGLQJ WR VXSSRUW DGGLWLRQDO JURZWK ZLWKLQ DI

" WKH XVH RI LQODFFXUDWH HVWLPDWHY DQG MXGJPHQWYV WR HYDOXDWH FUHGLW RSt
DVVHWYV

" WKH DELOLW\ WR PDLQWDLQ DVVHW TXDOLW\

" WKH DGHTXDF\ RI GXH GLOLJHQFH DQG WKH SRWHQWLDO H[SRVXUH WR XQNQRZQ RL
" WKH UHWHQWLRQ RI FXVWRPHUV DQG NH\ SHUVRQQHO LQFOXGLQJ EDQNHUV

" WKH WLPLQJ DQG XQFHUWDLQW\ DVVRFLDWHG ZLWK REWDLQLQJ QHFHVVDU\ UHJXO
" WKH LQFXUUHQFH RI DQ LPSDLUPHQW RI JRRGZLOO DVVRFLDWHG ZLWK DQ DFTXLVL\
" WKH DELOLW\ WR VXFFHVVIXOO\ LQWHJUDWH DFTXLUHG EXVLQHVVHV DQG

" WKH PDLQWHQDQFH RI DGHTXDWH UHJXODWRU\ FDSLWDO

7KH PDUNHW IRU DFTXLVLWLRQ WDUJHWYV LV KLIJIKO\ FRPSHWLWLYH ZKLFK PD\ DGYHUVHC
DW DFFHSWDEOH SULFHV :H IDFH VLIJQLILFDQW FRPSHWLWLRQ LQ SXUVXLQJ DFTXLVLWLRQ WI
KXPDQ WHFKQLFDO DQG RWKHU UHVRXUFHV WKDQ ZH GR 2XU DELOLW\ WR FRPSHWH LQ DFTX
DFTXLVLWLRQV LQFOXGLQJ WKH DPRXQW RI FDVK DQG FDVK HTXLYDOHQWY ZH KDYH DQG WK}t
GULYH XS WKH DFTXLVLWLRQ FRQVLGHUDWLRQ WKDW ZH ZLOO EH UHTXLUHG WR SD\ LQ RUGHL
XQDEOH WR ILQG VXLWDEOH DFTXLVLWLRQ WDUJHWYV DQ LPSRUWDQW FRPSRQHQW RI RXU JUF

$FTXLVLWLRQV RI ILQDQFLDO LQVWLWXWLRQV DOVR LQYROYH RSHUDWLRQDO ULVNV DQG
UHFRXUVH H[SRVXUH WR XQH[SHFWHG SUREOHPV VXFK DV DVVHW TXDOLW\ WKH UHWHQWLR(
EXVLQHVY :H PD\ QRW EH DEOH WR FRPSOHWH IXWXUH DFTXLVLWLRQV RU LI FRPSOHWHG ZH
PDQDJHPHQW SURGXFWV DQG VHUYLFHV RI WKH HQWLWLHYV WKDW ZH DFTXLUH RU WR UHDOL]
VLIQLILFDQW WLPH DQG DWWHQWLRQ IURP RXU PDQDJHPHQW WKDW ZRXOG RWKHUZLVH EH GL
VXFFHVVIXOO\ LQWHJUDWH WKH HQWLWLHY ZH DFTXLUH LQWR RXU H[LVWLQJ RSHUDWLRQV LQ
HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV )XUWKHU
WKHUHIRUH VRPH GLOXWLRQ RI RXU WDQJLEOH ERRN YDOXH DQG QHW LQFRPH SHU VKDUH PD
JRRGZLOO WKDW ZH FXUUHQWO\ PDLQWDLQ RU PD\ DFTXLUH PD\ EH VXEMHFW WR LPSDLUPHQW




7DEOH RI &RQWHQWYV
,QWHUHVW UDWH VKLIWV FRXOG KDYH DQ DGYHUVH HIITHFW RQ RXU EXVLQHVV ILQDQFLDO FR(

7KH PDMRULW\ RI RXU EDQNLQJ DVVHWYVY DUH PRQHWDU\ LQ QDWXUH DQG VXEMHFW WR UL
FDVK IORZVY GHSHQG WR D JUHDW H[WHQW XSRQ WKH OHYHO RI RXU QHW LQWHUHVW LQFRPH
LQWHUHVW HDUQLQJ DVVHWY DQG WKH LQWHUHVW ZH SD\ RQ LQWHUHVW EHDULQJ OLDELOL\
QHW LQWHUHVW LQFRPH EHFDXVH GLIIHUHQW W\SHV RI DVVHWY DQG OLDELOLWLHYV PD\ UHDF
OLDELOLWLHY PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D JUHDWHU GHJUHH WKDQ LQWHUHYV
6LPLODUO\ ZKHQ LOQWHUHVW HDUQLQJ DVVHWYV PDWXUH RU UHSULFH PRUH TXLFNO\ RU WR D J
LQFRPH $V RI '"HFHPEHU RI RXU HDUQLQJ DVVHWYV DQG RI RXU LQWHUHVW EHDULI
VHQVLWLYH DV RI '"THFHPEHU PHDQLQJ WKDW ZH HVWLPDWH RXU QHW LQWHUHVW LQFRPH

$GGLWLRQDOO\ DQ LQFUHDVH LQ LQWHUHVW UDWHV PD\ DPRQJ RWKHU WKLQJV UHGXFF
UDWHV $ GHFUHDVH LQ WKH JHQHUDO OHYHO RI LQWHUHVW UDWHYV PD\ DIIHFW XV WKURXJK
IRU GHSRVLWV $FFRUGLQJO\ FKDQJHV LQ WKH OHYHO RI PDUNHW LQWHUHVW UDWHYV DIIHFW
RYHUDOO UHVXOWV $OWKRXJK RXU DVVHW OLDELOLW\ PDQDJHPHQW VWUDWHJI\ LV GHVLJQHG
WKRVH UDWHYV DUH DIIHFWHG E\ PDQ\ IDFWRUV RXWVLGH RI RXU FRQWURO LQFOXGLQJ JRYHU
PRQH\ VXSSO\ LQWHUQDWLRQDO GLVRUGHU DQG LQVWDELOLW\ LQ GRPHVWLF DQG IRUHLJQ IL(

7KH PDUNHWYV LQ ZKLFK ZH RSHUDWH DUH VXVFHSWLEOH WR KXUULFDQHV DQG RWKHU QDWXU
RSHUDWLRQV DQG LQFUHDVHV LQ ORDQ ORVVHV

$ VLIQLILFDQW SRUWLRQ RI RXU EXVLQHVV LV JHQHUDWHG IURP PDUNHWV WKDW KDYH E
WRUQDGRHYVY DQG RWKHU QDWXUDO GLVDVWHUY DQG DGYHUVH ZHDWKHU 1DWXUDO GLVDVWH
ORFDO HFRQRPLHV LQ ZKLFK ZH RSHUDWH ,I WKH HFRQRPLHV LQ RXU SULPDU\ PDUNHWYV H[SHL
GLVDVWHU GHPDQG IRU ORDQV DQG RXU RWKHU SURGXFWY DQG VHUYLFHV FRXOG EH UHGXF
SRUWIROLRY PD\ LQFUHDVH VXEVWDQWLDOO\ DV XQLQVXUHG SURSHUW\ ORVVHV RU VXVWDLQ
ORDQV ORUHRYHU WKH YDOXH RI UHDO HVWDWH RU RWKHU FROODWHUDO WKDW VHFXUHV WK
UHVXOW LQ GHFUHDVHG UHYHQXH DQG ORDQ ORVVHYVY WKDW FRXOG KDYH DQ DGYHUVH HIIHF\

'H HDUQ LQFRPH E\ RULJLQDWLQJ UHVLGHQWLDO PRUWJDJH ORDQV IRU UHVDOH LQ WKH VHFF
LQFRPH

+LVWRULFDOO\ ZH KDYH HDUQHG LQFRPH E\ RULJLQDWLQJ PRUWJDJH ORDQV IRU VDOH L(
DFWLYLWLHY KDV EHHQ WR HQWHU LQWR IRUPDO FRPPLWPHQWY DQG LQIRUPDO DJUHHPHQWYV .
RULJLQDWH VLQJOH IDPLO\ PRUWJDJHV WKDW DUH SULFHG DQG XQGHUZULWWHQ WR FRQIRUP
DIWHU IXQGLQJ +RZHYHU LQ WKH UHFHQW SDVW GLVUXSWLRQV LQ WKH VHFRQGDU\ PDUNHW
ORDQV RWKHU WKDQ FRQIRUPLQJ )DQQLH ODH DQG )HGHUDO +RPH /RDQ ORUWJDJH &RUSRUDW
PDUNHW IRU UHVLGHQWLDO PRUWJDJH ORDQV PD\ UHDSSHDU

,Q DGGLWLRQ EHFDXVH JRYHUQPHQW VSRQVRUHG HQWLWLHV OLNH )DQQLH ODH DQG )UF
JRYHUQHG E\ IHGHUDO ODZ DQ\ IXWXUH FKDQJHV LQ ODZV WKDW VLJQLILFDQWO\ DIIHFW WKH
YJDQQLH ODH DQG JUHGGLH ODF ZHUH SODFHG LQWR FRQVHUYDWRUVKLS E\ WKH IHGHUDO J
UHIRUP )DQQLH ODH DQG J)UHGGLH ODF EXW WKH UHVXOWYV RI DQ\ VXFK UHIRUP DQG WKHLU LP
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7KHVH GLVUXSWLRQV PD\ QRW RQO\ DIIHFW XV EXW DOVR WKH DELOLW\ DQG GHVLUH RI
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 |
UHVLGHQWLDO UHDO HVWDWH WKDW VHUYHVY DV FROODWHUDO IRU WKH PRUWJDJH ORDQ

1HZ OLQHV RI EXVLQHVYV SURGXFWV SURGXFW HQKDQFHPHQWY RU VHUYLFHV PD\ VXEMHFW X

JURP WLPH WR WLPH ZH LPSOHPHQW QHZ OLQHV RI EXVLQHVV RU RIIHU QHZ SURGXFWV C
EXVLQHVY DQG ZH ZLOO FRQWLQXH WR GR VR LQ WKH IXWXUH 7KHUH DUH VXEVWDQWLDO UL\
PDUNHWY DUH QRW IXOO\ GHYHORSHG ,Q LPSOHPHQWLQJ GHYHORSLQJ RU PDUNHWLQJ QHZ O
WLPH DQG UHVRXUFHVY DOWKRXJK ZH PD\ QRW DVVLJQ WKH DSSURSULDWH OHYHO RI UHVRXU
HOQKDQFHPHQWY RU VHUYLFHV VXFFHVVIXO RU WR UHDOL]H WKHLU H[SHFWHG EHQHILWYV )XUW
SURGXFWVY SURGXFW HQKDQFHPHQWYVY RU VHUYLFHV PD\ QRW EH DFKLHYHG DQG SULFH DQG ¢
UHJXODWLRQV FRPSHWLWLYH DOWHUQDWLYHV DQG VKLIWLQJ PDUNHW SUHIHUHQFHV PD\ DOV
SURGXFWY SURGXFW HQKDQFHPHQWY RU VHUYLFHV )XUWKHUPRUH DQ\ QHZ OLQH RI EXVLQ}
HITHFWLYHQHVYV RI RXU VIVWHP RI LQWHUQDO FRQWUROV )DLOXUH WR VXFFHVVIXOO\ PDQDJH
RI QHZ SURGXFWV SURGXFW HQKDQFHPHQWYV RU VHUYLFHV FRXOG KDYH DQ DGYHUVH LPSDF'

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

/JLTXLGLW\ LV HVVHQWLDO WR RXU EXVLQHVYVY DQG ZH PRQLWRU RXU OLTXLGLW\ DQG PDQ
WR JHQHUDWH GHSRVLWY DQG HIIHFWLYHO\ PDQDJH WKH UHSD\PHQW DQG PDWXULW\ VFKHGX
DGHTXDWH OLTXLGLW\ WR IXQG RXU RSHUDWLRQV $Q LQDELOLW\ WR UDLVH IXQGV WKURXJK
VRXUFHVY FRXOG KDYH D VXEVWDQWLDO QHJDWLYH HIITHFW RQ RXU OLTXLGLW\ 2XU PRVW LPS
SHUFHLYH DOWHUQDWLYH LQYHVWPHQWY DV SURYLGLQJ D EHWWHU ULVN UHWXUQ WUDGHRII
PDUNHW IXQGV ZH ZRXOG ORVH D UHODWLYHO\ ORZ FRVW VRXUFH RI IXQGY LQFUHDVLQJ RXL

2WKHU SULPDU\ VRXUFHV RI IXQGV FRQVLVW RI FDVK IORZV IURP RSHUDWLRQV PDWXUL\
RXU HTXLW\ DQG GHEW VHFXULWLHVY WR LQYHVWRUV $GGLWLRQDO OLTXLGLW\ LV SURYLGHG E
DQG WKH )HGHUDO +RPH /RDQ %DQN RI 'DOODV RU )+/% :H DOVR ERUURZ IXQGV IURP WKLUG ¢
LQ DPRXQWY DGHTXDWH WR ILQDQFH RU FDSLWDOL]JH RXU DFWLYLWLHY RU RQ WHUPV WKDW [
VHUYLFHYV LQGXVWU\ RU HFRQRP\ LQ JHQHUDO VXFK DV GLVUXSWLRQV LQ WKH ILQDQFLDO PL
LQGXVWU\ 2XU DFFHVV WR IXQGLQJ VRXUFHVY FRXOG DOVR EH DIIHFWHG E\ D GHFUHDVH LQ W
E\ RQH RU PRUH DGYHUVH UHJXODWRU\ DFWLRQV DJDLQVW XV

$Q\ GHFOLQH LQ DYDLODEOH IXQGLQJ FRXOG DGYHUVHO\ LPSDFW RXU DELOLW\ WR RULJL
UHSD\LQJ RXU ERUURZLQJY RU PHHWLQJ GHSRVLW ZLWKGUDZDO GHPDQGV DQ\ RI ZKLFK FRXO
HITHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV ,Q DGGLWI
KROGLQJ FRPSDQ\ OHYHO GHSHQGYV SULPDULO\ RQ RXU UHFHLSW RI GLYLGHQGV IURP WKH %D(
VDWLVI\ RXU KROGLQJ FRPSDQ\ OHYHO REOLJDWLRQV ZKLFK LQFOXGH IXQGLQJ RSHUDWLQJ t
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‘H KDYH D FRQFHQWUDWLRQ RI GHSRVLW DFFRXQWV ZLWK VWDWH DQG ORFDO PXQLFLSDOLWL
VLIQLILFDQW IOXFWXDWLRQV LQ EDODQFHY KHOG E\ WKHVH SXEOLF ERGLHV FRXOG IRUFH XV

$V RI '"HFHPEHU PLOOLRQ RU DSSUR[LPDWHO\ RI RXU WRWDO GHSRVLWV |
PXQLFLSDOLWLHY RU SXEOLF IXQGV 7KHVH W\SHV RI GHSRVLWY DUH RIWHQ VHFXUHG DQG W
DQG H[SHQGLWXUHV OXQLFLSDO GHSRVLWVY DUH DOVR JHQHUDOO\ PRUH VHQVLWLYH WR LQWI
ZKLFK PD\ PDNH LW PRUH GLIILFXOW IRU WKH %DQN WR DWWUDFW DQG UHWDLQ SXEOLF DQG P>
RlI RXU ODUJHVW SXEOLF IXQG GHSRVLWRUY FRXOG IRUFH XV WR UHO\ PRUH KHDYLO\ RQ ERU
DGYHUVHO\ DIITHFWLQJ RXU QHW LQWHUHVW PDUJLQ DQG UHVXOWY RI RSHUDWLRQV :H PD\ DO
SRWHQWLDOO\ PRUH H[SHQVLYH DQG OHVV VWDEOH IXQGLQJ VRXUFHV &RQVHTXHQWO\ WKH
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYVY RI RSHUDWLRQV

:H PD\ QHHG WR UDLVH DGGLWLRQDO FDSLWDO LQ WKH IXWXUH DQG LI ZH IDLO WR PDLQWDL
FRXOG KDYH DQ DGYHUVH HIIHFW RQ RXU EXVLQHVYV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV R

:H IDFH VLJQLILFDQW FDSLWDO DQG RWKHU UHJXODWRU\ UHTXLUHPHQWY DV D ILQDQFLD(
VXIILFLHQW FDSLWDO UHVRXUFHYV DQG OLTXLGLW\ WR PHHW RXU FRPPLWPHQWY DQG EXVLQHV
D FRQVROLGDWHG EDVLVY DQG E %$1. RQ D VWDQG DORQH EDVLV PXVW PHHW FHUWDLQ UHJX
UHJXODWRUYV PD\ UHTXLUH IURP WLPH WR WLPH ,PSRUWDQWO\ UHJXODWRU\ FDSLWDO UHTXLU
RU UHGXFH RXU RSHUDWLRQV (YHQ LI ZH VDWLVI\ DOO DSSOLFDEOH UHJXODWRU\ FDSLWDO PL
H[FHVV RI WKRVH PLQLPXPV 2XU DELOLW\ WR UDLVH DGGLWLRQDO FDSLWDO GHSHQGV RQ FR(
LQFOXGLQJ LQYHVWRU SHUFHSWLRQV UHJDUGLQJ WKH EDQNLQJ LQGXVWU\ PDUNHW FRQGLWL
$FFRUGLQJO\ ZH FDQQRW DVVXUH \RX WKDW ZH ZLOO EH DEOH WR UDLVH DGGLWLRQDO FDSLW
UHTXLUHPHQWY ZH FRXOG EH VXEMHFW WR HQIRUFHPHQW DFWLRQV ZKLFK FRXOG KDYH DQ

‘H XWLOL]H DOWHUQDWLYH VRXUFHV RI IXQGLQJ ZKLFK PD\ EHFRPH PRUH H[SHQVLYH RU PD\ ¢
EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQV

$ORQJ ZLWK LWV FRUH GHSRVLWYV WKH %DQN XWLOL]J]HV DOWHUQDWLYH IXQGLQJ PHWKRC(
WKURXJK D FRUUHVSRQGHQW EDQN )+/% DGYDQFHV VHFXULWLHYV VROG XQGHU DJUHHPHQWYV
EURNHUHG DQG ZKROHVDOH GHSRVLWYV FRPSULVHG RI RXU WRWDO GHSRVLWV DQG RXU E
EHFRPH PRUH H[SHQVLYH RU GLIILFXOW WR DFFHVV RXU QHW LQWHUHVW LQFRPH PD\ GHFOLQH
UHJXODWRU\ FDSLWDO UHTXLUHPHQWY DQ\ RI ZKLFK FRXOG KDYH DQ DGYHUVH HIIHFW RQ RX
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7KH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHY FDQ IOXFWXDWH GXH WR IDFWRUV RXWVLC

$V Rl '"HFHPEHU WKH IDLU YDOXH RI RXU LQYHVWPHQW VHFXULWLHV SRUWIROLR ZDV
DSSUR[LPDWHO\ PLOOLRQ )DFWRUV EH\RQG RXU FRQWURO FDQ VLIJQLILFDQWO\ LQIOXHQFE
WKH IDLU YDOXH RI WKHVH VHFXULWLHYV 7KHVH IDFWRUV LQFOXGH EXW DUH QRW OLPLWHG \
WKH XQGHUO\LQJ VHFXULWLHY DQG FKDQJHV LQ PDUNHW LQWHUHVW UDWHY DQG FRQWLQXH:!
WKDQ WHPSRUDU\ LPSDLUPHQWY DQG UHDOL]HG RU XQUHDOL]JHG ORVVHV LQ IXWXUH SHULRGV
EXVLQHVYV UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ DQG IXWXUH SURVSHFWYV 7KH
UHTXLUHVY FRPSOH[ VXEMHFWLYH MXGJPHQWY DERXW ZKHWKHU WKHUH KDV EHHQ D VLJQLILFI
LOQWHQW RU DELOLW\ WR KROG D VHFXULW\ IRU D SHULRG RI WLPH VXIILFLHQW WR DOORZ IRU |
LVVXHU DQG DQ\ FROODWHUDO XQGHUO\LQJ WKH VHFXULW\ DQG RWKHU UHOHYDQW IDFWRUV

,/] ZH IDLO WR PDLQWDLQ DQ HIIHFWLYH V\VWHP RI GLVFORVXUH FRQWUROV DQG SURFHGXUHYV
UHSRUW RXU ILQDQFLDO UHVXOWY RU SUHYHQW IUDXG

(QVXULQJ WKDW ZH KDYH DGHTXDWH GLVFORVXUH FRQWUROV DQG SURFHGXUHV LQFOXC
ILQDQFLDO VWDWHPHQWY RQ D WLPHO\ EDVLV LV FRVWO\ DQG WLPH FRQVXPLQJ DQG QHHGV W
6HFWLRQ Rl WKH 6DUEDQHYV 2[OH\ $FW RI RU WKH 6DUEDQHYV 2[OH\ $FW ZKLFK UHTXLUH
RYHU ILQDQFLDO UHSRUWLQJ DQG ZKHQ ZH FHDVH WR EH DQ HPHUJLQJ JURZWK FRPSDQ\ XQG
DVVHVVPHQWY 2XU PDQDJHPHQW PD\ FRQFOXGH WKDW RXU LQWHUQDO FRQWUROV RYHU ILQD:
ZHDNQHVV RU RWKHUZLVH ORUHRYHU HYHQ LI RXU PDQDJHPHQW FRQFOXGHV WKDW RXU LQW
DFFRXQWLQJ ILUP PD\ QRW FRQFOXGH WKDW RXU LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHS
QRW EH VDWLVILHG ZLWK RXU LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ RU WKH OF
DFFRXQWLQJ ILUP PD\ KDYH GLIITHUHQFHYVY LQ RSLQLRQ UHJDUGLQJ WKH DSSOLFDEOH UHTXLUH
RXU LOQOWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ ZH PD\ LGHQWLI\ GHILFLHQFLHV WKD
DQG ([FKDQJH &RPPLVVLRQ RU WKH 6(& IRU FRPSOLDQFH ZLWK WKH UHTXLUHPHQWYVY RI 6HFWL
DGYHUVH UHIJXODWRU\ FRQVHTXHQFHV ,I ZH IDLO WR DFKLHYH DQG PDLQWDLQ WKH DGHTXDF
VXSSOHPHQWHG RU DPHQGHG IURP WLPH WR WLPH ZH PD\ EH XQDEOH WR UHSRUW RXU ILQDQF
WKDW ZH KDYH HIIHFWLYH LQWHUQDO FRQWUROV RYHU ILQDQFLDO UHSRUWLQJ LQ DFFRUGDQI
FRXOG DOVR EH D GHFOLQH LQ LQYHVWRU FRQILGHQFH DV WR WKH UHOLDELOLW\ RXU ILQDQFI

2XU ILQDQFLDO UHVXOWY GHSHQG RQ PDQDJHPHQWYfV VHOHFWLRQ RI DFFRXQWLQJ PHWKRGYV |

2XU ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV Rl RSHUDWLRQV DUH EDVHG RQ RXU FRQVROL
DFFHSWHG DFFRXQWLQJ SULQFLSOHV LQ WKH 8QLWHG 6WDWHVY RU *$$3 DQG ZLWK JHQHUDO !
LQ FRQIRUPLW\ ZLWK *$$3 UHTXLUHV XV WR PDNH HVWLPDWHY DQG DVVXPSWLRQV WKDW DIIHI
DVVHWY DQG OLDELOLWLHY DQG WKH UHSRUWHG DPRXQW RI UHODWHG UHYHQXHY DQG H[SHQ
DVVXPSWLRQV DQG MXGJPHQWY RI PDQDJHPHQW DQG DV VXFK KDYH D JUHDWHU SRVVLELOL\
UHTXLUH PDQDJHPHQW WR PDNH VXEMHFWLYH RU FRPSOH[ MXGJPHQWY HVWLPDWHVY RU DVVX
RQ RXU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY 7KHVH FULWLFDO DFFRXQWLQJ SROLFLHV |
YDOXH IRU ILQDQFLDO LQVWUXPHQWY DQG DFFRXQWLQJ IRU VWRFN EDVHG FRPSHQVDWLRQ ¥
VLIJQLILFDQWO\ LQFUHDVH RXU DOORZDQFH IRU ORDQ ORVVHV RU VXVWDLQ ORDQ ORVVHV WK
OLDELOLW\ RU RWKHUZLVH LQFXU FKDUJHVY WKDW FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW
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JURP WLPH WR WLPH WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGYV %RDUG RU )$6% DQG WK
LOQOWHUSUHWDWLRQ RI VXFK VWDQGDUGYV WKDW JRYHUQ WKH SUHSDUDWLRQ RI RXU FRQVROLC
HVWLPDWHYV DQG DVVXPSWLRQV PDGH E\ PDQDJHPHQW 7KHVH FKDQJHV DUH EH\RQG RXU FRQ)
ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

‘H KDYH D FROQWLQXLQJ QHHG IRU WHFKQRORJLFDO FKDQJH DQG ZH PD\ QRW KDYH WKH UHVR
RSHUDWLRQDO FKDOOHQJHYVY ZKHQ LPSOHPHQWLQJ QHZ WHFKQRORJ\

7KH ILQDQFLDO VHUYLFHYV LQGXVWU\ LV XQGHUJRLQJ UDSLG WHFKQRORJLFDO FKDQJHYV
DGGLWLRQ WR EHWWHU VHUYLQJ FXVWRPHUV WKH HIIHFWLYH XVH RI WHFKQRORJ\ LQFUHDVF
GHSHQG DW OHDVW LQ SDUW XSRQ RXU DELOLW\ WR DGGUHVV WKH QHHGV RI RXU FXVWRPH
GHPDQGV IRU FRQYHQLHQFH DV ZHOO DV WR FUHDWH DGGLWLRQDO HIILFLHQFLHV LQ RXU RSF
H[SHULHQFH RSHUDWLRQDO FKDOOHQJHVY DV ZH LPSOHPHQW WKHVH QHZ WHFKQRORJ\ HQKDQF
IURP VXFK QHZ WHFKQRORJ\ RU UHTXLUH XV WR LQFXU VLJQLILFDQW FRVWV WR UHPHG\ DQ\ V.

0DQ\ RI RXU ODUJHU FRPSHWLWRUV KDYH VXEVWDQWLDOO\ JUHDWHU UHVRXUFHV WR LQY
RU VXSHULRU SURGXFWV FRPSDUHG WR WKRVH WKDW ZH ZLOO EH DEOH WR SURYLGH ZKLFK z
QHZ WHFKQRORJ\ GULYHQ SURGXFWYV DQG VHUYLFHV WR WKH H[WHQW ZH DUH XQDEOH WR SL

‘H UHO\ RQ WKLUG SDUWLHV WR SURYLGH NH\ FRPSRQHQWYV RI RXU EXVLQHVV LQIUDVWUXFWX
RSHUDWLRQV

7KLUG SDUWLHV SURYLGH NH\ FRPSRQHQWYVY RI RXU EXVLQHVV LQIUDVWUXFWXUH VXFK C
SURFHVVLQJ VWDWHPHQW SURGXFWLRQ DQG DFFRXQW DQDO\VLY 2XU EXVLQHVV GHSHQGYV
WHOHFRPPXQLFDWLRQV VIVWHPY DQG WKLUG SDUW\ VHUYLFHUV 7KH IDLOXUH RI WKHVH V\VW
DQ\ RI WKHVH VIVWHPV LV EDVHG FRXOG LQWHUUXSW RXU RSHUDWLRQV %HFDXVH RXU LQIR
SDUW\ VIVWHPV ZH FRXOG H[SHULHQFH VHUYLFH GHQLDOV LI GHPDQG IRU VXFK VHUYLFHV HI[F
YHQGRUV RU DGGUHVVLQJ RWKHU LVVXHV ZLWK RXU WKLUG SDUW\ VHUYLFH SURYLGHUV FRXO
VHUYLFH SURYLGHUV RU LI ZH H[SHULHQFH D VLJQLILFDQW VXVWDLQHG RU UHSHDWHG V\VWF}
RXU UHSXWDWLRQ UHVXOW LQ D ORVV Rl FXVWRPHU EXVLQHVVY DQG VXEMHFW XV WR DGGLW
HIITHFW RQ RXU EXVLQHVY ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

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

,Q GHFLGLQJ ZKHWKHU WR H[WHQG FUHGLW RU HQWHU LQWR RWKHU WUDQVDFWLRQV ZLYV
LQIRUPDWLRQ IXUQLVKHG E\ RU RQ EHKDOI RI FOLHQWY DQG FRXQWHUSDUWLHYVY LQFOXGLQJ Il
GRFXPHQWDWLRQ DFFRXQW LQIRUPDWLRQ DQG RWKHU ILQDQFLDO LQIRUPDWLRQ :H PD\ DOV
FRPSOHWHQHVYVY RI WKDW LQIRUPDWLRQ DQG ZLWK UHVSHFW WR ILQDQFLDO VWDWHPHQWYV R
LQIRUPDWLRQ ZKHWKHU IUDXGXOHQW RU LQDGYHUWHQW PD\ QRW EH GHWHFWHG SULRU WR |
RSHUDWLRQDO EUHDNGRZQ RU IDLOXUH HLWKHU DV D UHVXOW RI KXPDQ HUURU RU ZKHUH DQ
RSHUDWLRQV RU VA\VWHPV :KHWKHU D PLVUHSUHVHQWDWLRQ LV PDGH E\ WKH DSSOLFDQW RU
PLVUHSUHVHQWDWLRQ $ ORDQ VXEMHFW WR D PDWHULDO PLVUHSUHVHQWDWLRQ LV W\SLFDO!
7KH VRXUFHV RI WKH PLVUHSUHVHQWDWLRQV PD\ DOVR EH GLIILFXOW WR ORFDWH DQG ZH PL
PLVUHSUHVHQWDWLRQV $Q\ RI WKHVH GHYHORSPHQWY FRXOG KDYH DQ DGYHUVH HIIHFW RQ




7DEOH RI &RQWHQWYV

8QDXWKRUL]JHG DFFHVV F\EHU FULPH DQG RWKHU WKUHDWY WR GDWD VHFEXULW\ PD\ UHTXLUH
RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWYV RI RSHUDWLRQV

‘H QHFHVVDULO\ FROOHFW XVH DQG KROG SHUVRQDO DQG ILQDQFLDO LQIRUPDWLRQ FRC
7TKUHDWV WR GDWD VHFEXULW\ LQFOXGLQJ XQDXWKRUL]JHG DFFHVV DQG F\EHU DWWDFNV UD¢
FRPSHWLQJ WLPH FRQVWUDLQWY WR VHFXUH RXU GDWD LQ DFFRUGDQFH ZLWK FXVWRPHU H[S
LPSRVVLEOH WR GHIHQG DJDLQVW HYHU\ ULVN EHLQJ SRVHG E\ FKDQJLQJ WHFKQRORJLHV DV
F\EHU FULPLQDOV DQG WHUURULVWY PDNH NHHSLQJ XS ZLWK QHZ WKUHDWYV GLIILFXOW DQG F
RXU RWKHU HPSOR\HHY DQG YHQGRUY FRXOG SURYH LQDGHTXDWH :H FRXOG DOVR H[SHULHQ
LOQOWHUQDO VRXUFHV VRIWZDUH EXJV RU RWKHU WHFKQLFDO PDOIXQFWLRQV RU RWKHU FDX)
DFFRXQW WDNHRYHU VFKHPHV RU F\EHU IUDXG 2XU V\VWHPV DQG WKRVH RI RXU WKLUG SDU'
EH\RQG RXU RU WKHLU FRQWURO VXFK DV IURP FDWDVWURSKLF HYHQWY SRZHU DQRPDOLHV

$ EUHDFK RI RXU VHFXULW\ WKDW UHVXOWY LQ XQDXWKRUL]JHG DFFHVV WR RXU GDWD FF
WR GDWD ORVV OLWLJDWLRQ GDPDJHV ILQHVY DQG SHQDOWLHV VLJQLILFDQW LQFUHDVHV LI
RXU EXVLQHVV UHVXOWYVY 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\ IRUHFOR\
HQYLURQPHQWDO OLDELOLWLHV ZLWK UHVSHFW WR WKHVH SURSHUWLHY :H PD\ EH KHOG OLDI
LQYHVWLIJDWLRQ DQG FOHDQ XS FRVWV LQFXUUHG E\ WKHVH SDUWLHV LQ FRQQHFWLRQ ZLWK
WR[LF VXEVWDQFHV RU FKHPLFDO UHOHDVHV DW D SURSHUW\ 7KH FRVWY DVVRFLDWHG ZLWK
RZQHU RU IRUPHU RZQHU RI D FRQWDPLQDWHG VLWH ZH PD\ EH VXEMHFW WR FRPPRQ ODZ FOI
FRQWDPLQDWLRQ HPDQDWLQJ IURP WKH SURSHUW\ $Q\ VLJQLILFDQW HQYLURQPHQWDO OLDEL
RSHUDWLRQV

‘H DUH VXEMHFW WR FODLPV DQG OLWLIJDWLRQ SHUWDLQLQJ WR LQWHOOHFWXDO SURSHUW\

%DQNLQJ DQG RWKHU ILQDQFLDO VHUYLFHVY FRPSDQLHV VXFK DV RXUV UHO\ RQ WHFKQ
QHFHVVDU\ WR VXSSRUW WKHLU GD\ WR GD\ RSHUDWLRQV 7HFKQRORJ\ FRPSDQLHYV IUHTXHQ\
RI LOWHOOHFWXDO SURSHUW\ ULJKWV ,Q DGGLWLRQ SDWHQW KROGLQJ FRPSDQLHV VHHN WI
RU RWKHU LQGLYLGXDOV RU FRPSDQLHV PD\ IURP WLPH WR WLPH FODLP WR KROG LQWHOOHFV
ILQDQFLDO VHUYLFHV VHFWRU EHFRPHY PRUH UHOLDQW RQ LQIRUPDWLRQ WHFKQRORJ\ YHQG

5HJDUGOHVV RI WKH VFRSH RU YDOLGLW\ RI VXFK SDWHQWY RU RWKHU LQWHOOHFWXDO
WR HQJDJH LQ SURWUDFWHG OLWLIJDWLRQ 6XFK OLWLJDWLRQ LV RIWHQ H[SHQVLYH WLPH FR
LQIULQJH RQH RU PRUH SDWHQWY RU RWKHU LQWHOOHFWXDO SURSHUW\ ULJKWV ZH PD\ EH U
FRQVLGHU HQWHULQJ LQWR OLFHQVLQJ DJUHHPHQWY IRU GLVSXWHG LQWHOOHFWXDO SURSH
WHUPV RU WKDW OLWLJDWLRQ ZLOO QRW RFFXU 7KHVH OLFHQVHV PD\ DOVR VLJQLILFDQWO\ L
UHVROYHG DJDLQVW XV RU VHWWOHG ZH FRXOG EH UHTXLUHG WR PDNH SD\PHQWYV LQ DPRXC(C
RSHUDWLRQV




7DEOH RI &RQWHQWYV
,] WKH JRRGZLOO WKDW ZH KDYH UHFRUGHG RU PD\ UHFRUG LQ FRQQHFWLRQ ZLWK D EXVLQH

*RRGZLOO UHSUHVHQWY WKH DPRXQW E\ ZKLFK WKH FRVW RI DQ DFTXLVLWLRQ H[FHHGH(
DQRWKHU ILQDQFLDO LQVWLWXWLRQ :H UHYLHZ JRRGZLOO IRU LPSDLUPHQW DW OHDVW DQQXI
RI WKH DVVHW PLJKW EH LPSDLUHG

2XU JRRGZLOO LPSDLUPHQW WHVW LQYROYHV D WZR VWHS SURFHVV 8QGHU WKH ILUVW V
YDOXH LQFOXGLQJ JRRGZLOO ,I VWHS RQH LQGLFDWHY D SRWHQWLDO LPSDLUPHQW WKH VHFF
RI WKH UHSRUWLQJ XQLW JRRGZLOO H[FHHGV WKH LPSOLHG IDLU YDOXH RI WKDW JRRGZLOO [
DUH UHIOHFWHG LQ RXU UHVXOWVY RI RSHUDWLRQV LQ WKH SHULRGYV LQ ZKLFK WKH\ EHFRPH NC
UHFRUGHG DQ\ LPSDLUPHQW FKDUJHV VLQFH ZH LQLWLDOO\ UHFRUGHG WKH JRRGZLOO WKHUF
PD\ DFTXLUH LQ WKH IXWXUH ZLOO QRW UHVXOW LQ ILQGLQJV RI LPSDLUPHQW DQG UHODWHG .
RSHUDWLRQV

5LVNV 5HODWHG WR WKH 5HIXODWLRQ RI 2XU ,QGXVWU\

‘H RSHUDWH LQ D KLJKO\ UHJXODWHG HQYLURQPHQW DQG WKH ODZV DQG UHJXODWLRQV WKD
DFFRXQWLQJ SULQFLSOHV RU FKDQJHV LQ WKHP RU RXU IDLOXUH WR FRPSO\ ZLWK WKHP FR
RSHUDWLRQV

‘H DUH VXEMHFW WR H[WHQVLYH UHJXODWLRQ VXSHUYLVLRQ DQG OHJDO UHTXLUHPHQW
LQWHQGHG WR SURWHFW RXU VKDUHKROGHUYV 5DWKHU WKHVH ODZV DQG UHJXODWLRQV DUI
ILQDQFLDO VWDELOLW\ RI WKH 8QLWHG 6WDWHYVY DQG QRW VKDUHKROGHUV RU FRXQWHUSDUW
UHTXLUHPHQWY LPSRVH OLPLWDWLRQV RQ WKH EXVLQHVYVY DFWLYLWLHYV LQ ZKLFK ZH FDQ HQJ
LOQVWLWXWLRQV WR JXDUDQWHH RXU GHEW DQG LPSRVH FHUWDLQ VSHFLILF DFFRXQWLQJ UH"
HDUQLQJY RU UHGXFWLRQV LQ RXU FDSLWDO WKDQ *$$3 ZRXOG UHTXLUH &RPSOLDQFH ZLWK ¢
RIWHQ LPSRVH DGGLWLRQDO FRPSOLDQFH FRVWYV 2XU IDLOXUH WR FRPSO\ ZLWK WKHVH ODZzZV
LOWHUSUHWDWLRQ FRXOG VXEMHFW XV WR UHVWULFWLRQV RQ RXU EXVLQHVYVY DFWLYLWLHYV
EDVH DQG WKH SULFH RI RXU VHFXULWLHV )XUWKHU DQ\ QHZ ODZV UXOHV DQG UHJXODWLRQ
DQG WKH VXSHUYLVRU\ IUDPHZRUN DSSOLFDEOH WR RXU LQGXVWU\ FRXOG KDYH D PDWHULDC(

, ZH GR QRW PHHW PLQLPXP FDSLWDO UHTXLUHPHQWY ZH ZLOO EH VXEMHFW WR SURPSW
FDQ LQFOXGH SURJUHVVLYHO\ PRUH UHVWULFWLYH FRQVWUDLQWY RQ RSHUDWLRQV PDQDJHP
FHUWDLQ OLPLWDWLRQV RQ GLYLGHQGY FDSLWDO UHSXUFKDVHV DQG GLVFUHWLRQDU\ ERQX
UHJXODWRUV IRU UHYLHZ (YHQ LI ZH VDWLVI\ WKH REMHFWLYHV RI RXU FDSLWDO SODQ DQG P
DGGLWLRQDO FDSLWDO )RU DGGLWLRQDO GLVFXVVLRQ UHJDUGLQJ RXU FDSLWDO UHTXLUHPH




7DEOH RI &RQWHQWYV

JHGHUDO DQG VWDWH EDQNLQJ DJHQFLHYVY SHULRGLFDOO\ FRQGXFW H[DPLQDWLRQV RI RXU E>
ZLWK DQ\ VXSHUYLVRU\ DFWLRQV WR ZKLFK ZH DUH RU EHFRPH VXEMHFW DV D UHVXOW RI VXF
UHVXOWY RI RSHUDWLRQV DQG SURVSHFWV

7KH %RDUG RI *RYHUQRUV Rl WKH )HGHUDO 5HVHUYH 6\VWHP RU WKH )HGHUDO 5HVHUYH
2IILFH Rl )LQDQFLDO ,QVWLWXWLRQV RU WKH /RXLVLDQD 2), SHULRGLFDOO\ FRQGXFW H[DPLC
UHJXODWLRQV ,I DV D UHVXOW RI DQ H[DPLQDWLRQ D IHGHUDO RU VWDWH EDQNLQJ DJHQF\
SURVSHFWY PDQDJHPHQW OLTXLGLW\ RU RWKHU DVSHFWV RI DQ\ RI RXU RSHUDWLRQV KDG E
LW PD\ WDNH D QXPEHU RI GLIIHUHQW UHPHGLDO DFWLRQV DV LW GHHPV DSSURSULDWH 7KHV
DIILUPDWLYH DFWLRQ WR FRUUHFW DQ\ FRQGLWLRQV UHVXOWLQJ IURP DQ\ YLRODWLRQ RU SU
LQ RXU FDSLWDO WR UHVWULFW RXU JURZWK WR DVVHVV FLYLO PRQHWDU\ SHQDOWLHYV DJDL
DQG LI LW LV FRQFOXGHG WKDW VXFK FRQGLWLRQV FDQQRW EH FRUUHFWHG RU WKHUH LV D(
LQWR UHFHLYHUVKLS RU FRQVHUYDWRUVKLS $Q\ VXFK UHJXODWRU\ DFWLRQ FRXOG KDYH D I
SURVSHFWYV

‘H DUH VXEMHFW WR VWULQJHQW FDSLWDO UHTXLUHPHQWY ZKLFK PD\ UHVXOW LQ ORZHU UH
UHVXOW LQ UHJXODWRU\ UHVWULFWLRQV

7KH 'RGG )UDQN $FW UHTXLUHG WKH IHGHUDO EDQNLQJ DIJHQFLHV WR HVWDEOLVK VWULF
KROGLQJ FRPSI®HGIHV: 6HHD %XVLQHVYV £ 6XSHUYLVLRQ DQG 5HIXODWLRIQZH GHRZ Q5RANY IP\HHHGV SPX(
UHTXLUHPHQWY ZH ZLOO EH VXEMHFW WR SURPSW FRUUHFWLYH DFWLRQ E\ IHGHUDO EDQN UH
FRQVWUDLQWY RQ RSHUDWLRQV PDQDJHPHQW DQG FDSLWDO GLVWULEXWLRQV

J)DLOXUH WR PHHW WKH FDSLWDO FRQVHUYDWLRQ EXIIHU ZLOO UHVXOW LQ FHUWDLQ OLP
H[HFXWLYH RIILFHUV :H KDYH VXEPLWWHG D FRPSUHKHQVLYH FDSLWDO SODQ WR RXU UHJXOD)\
FDSLWDO UHTXLUHPHQWY LW LV SRVVLEOH WKDW RXU UHJXODWRUV PD\ DVN XV WR UDLVH DC
S6 XSHUYLVLRQ DQG 5HIXODWLRQ 5HIXODWRU\ &DSLWDO 5HTXLUHPHQWYV ~

1HZ DFWLYLWLHY DQG H[SDQVLRQ UHTXLUH UHJXODWRU\ DSSURYDOV DQG IDLOXUH WR REWLEL

JURP WLPH WR WLPH ZH PD\ FRPSOHPHQW DQG H[SDQG RXU EXVLQHVV E\ SXUVXLQJ VWUL
EXVLQHVVHYVY *HQHUDOO\ ZH PXVW UHFHLYH VWDWH DQG IHGHUDO UHJXODWRU\ DSSURYDO Et
GHWHUPLQLQJ ZKHWKHU WR DSSURYH D SURSRVHG DFTXLVLWLRQ IHGHUDO EDQNLQJ UHJXOD\V\
ILQDQFLDO FRQGLWLRQ RXU IXWXUH SURVSHFWY DQG WKH LPSDFW RI WKH SURSRVDO RQ 8 6
OHYHOV WKH FRPSHWHQFH H[SHULHQFH DQG LQWHJULW\ RI PDQDJHPHQW DQG LWV UHFRUG F
WR EH VHUYHG LQFOXGLQJ WKH DFTXLULQJ LOQVWLWXWLRQTV UHFRUG RI FRPSOLDQFH XQGHU
LOQVWLWXWLRQ LQ FRPEDWLQJ PRQH\ ODXQGHULQJ DFWLYLWLHV 6XFK UHJXODWRU\ DSSURYD(
WR VHOO EUDQFKHVY DV D FRQGLWLRQ WR UHFHLYLQJ UHJXODWRU\ DSSURYDO ZKLFK FRQGLW
DFTXLVLWLRQ

,Q DGGLWLRQ WR WKH DFTXLVLWLRQ RI H[LVWLQJ ILQDQFLDO LQVWLWXWLRQV DV RSSRL
VWUDWHIJ\ 'H QRYR EUDQFKLQJ DQG DQ\ DFTXLVLWLRQV FDUU\ ZLWK WKHP QXPHURXYV ULVNYV
REWDLQ WKHVH UHJXODWRU\ DSSURYDOV IRU SRWHQWLDO IXWXUH VWUDWHJILF DFTXLVLWLR(C




7DEOH RI &RQWHQWYV
: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 UHJXODWLRQ"
PDLQWDLQ DQ HIITHFWLYH DQWL PRQH\ ODXQGHULQJ SURJUDP DQG ILOH VXVSLFLRXV DFWLYLW'
(QIRUFHPHQW 1HWZRUN LV DXWKRUL]JHG WR LPSRVH VLJQLILFDQW FLYLO PRQH\ SHQDOWLHV IF
HQIRUFHPHQW HIIRUWYV ZLWK WKH LQGLYLGXDO IHGHUDO EDQNLQJ UHJXODWRUV DV ZHOO DV \
6HUYLFH :H DUH DOVR VXEMHFW WR LQFUHDVHG VFUXWLQ\ RI FRPSOLDQFH ZLWK WKH UXOHV
DQG H[DPLQDWLRQ SURFHGXUHV LQ WKLY DUHD ZH KDYH GHGLFDWHG VLIJQLILFDQW UHVRXUFI
GHHPHG GHILFLHQW ZH FRXOG EH VXEMHFW WR OLDELOLW\ LQFOXGLQJ ILQHVY DQG UHJXODW
QHFHVVLW\ WR REWDLQ UHJXODWRU\ DSSURYDOV WR SURFHHG ZLWHK REYWOQERLDVS HFIMWO\K RH R
LPSOHPHQW DGHTXDWH SURJUDPV WR FRPEDW PRQH\ ODXQGHULQJ DQG WHUURULVW ILQDQFL

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

7KH &5% WKH (TXDO &UHGLW 2SSRUWXQLW\ $FW WKH )DLU +RXVLQJ $FW DQG RWKHU IDLL!
RQ ILQDQFLDO LQVWLWXWLRQV 7KH '"HSDUWPHQW RI -XVWLFH DQG RWKHU IHGHUDO DJHQFLH"
FKDOOHQJH WR DQ LQVWLWXWLRQfVY SHUIRUPDQFH XQGHU WKH &5% RU IDLU OHQGLQJ ODZV D(C
PRQH\ SHQDOWLHY LQMXQFWLYH UHOLHI UHVWULFWLRQV RQ PHUJHUV DQG DFTXLVLWLRQV D
SDUWLHYV PD\ DOVR KDYH WKH DELOLW\ WR FKDOOHQJH DQ LQVWLWXWLRQYfV SHUIRUPDQFH XQ
DGYHUVH HIIHFW RQ RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ UHVXOWV RI RSHUDWLRQV DQG

7KH SHUIRUPDQFH RI D ILQDQFLDO LQVWLWXWLRQ XQGHU WKH &5% LQ PHHWLQJ WKH FUH(
IHGHUDO EDQNLQJ DJHQFLHY HYDOXDWH DSSOLFDWLRQV UHODWHG WR PHUJHUV DQG DFTXLVL
SVDWLVIDFWRU\" &5%$ UDWLQJ RXU DELOLW\ WR FRPSOHWH WKH DFTXLVLWLRQ RI DQRWKHU ILQ
RYHUDOO &5% UDWLQJ RI OHVV WKDQ 36DWLVIDFWRU\" RXU UHJXODWRUV ZRXOG QRW UH HYDO?
\HDUV DQG LW LV SRVVLEOH WKDW D ORZ &5%$ UDWLQJ ZRXOG QRW LPSURYH LQ WKH IXWXUH

JHGHUDO VWDWH DQG ORFDO FRQVXPHU OHQGLQJ ODZV PD\ UHVWULFW RXU DELOLW\ WR RUL
RU LQFUHDVH WKH WLPH DQG H[SHQVH DVVRFLDWHG ZLWK WKH IRUHFORVXUH SURFHVV RU SU

JHGHUDO VWDWH DQG ORFDO ODZV KDYH EHHQ DGRSWHG WKDW DUH LQWHQGHG WR HOL
VXFK DV VWHHULQJ ERUURZHUV DZD\ IURP PRUH DIIRUGDEOH SURGXFWYVY VHOOLQJ XQQHFHVV
UHDVRQDEOH H[SHFWDWLRQ WKDW WKH ERUURZHUV ZLOO EH DEOH WR UHSD\ WKH ORDQV LUU
ORDQV EXW WKHVH ODZV FUHDWH WKH SRWHQWLDO IRU OLDELOLW\ ZLWK UHVSHFW WR RXU C
PD\ SUHYHQW XV IURP PDNLQJ FHUWDLQ ORDQV DQG FDXVH XV WR UHGXFH WKH DYHUDJH SHU

$GGLWLRQDOO\ FRQVXPHU SURWHFWLRQ LQLWLDWLYHV RU FKDQJHV LQ VWDWH RU IHGH
SURFHVV RU SUHYHQW XV IURP IRUHFORVLQJ DW DOO :KLOH KLVWRULFDOO\ WKH VWDWHYV LQ
VWDWHY LQ UHFHQW \HDUV KDYH HLWKHU FRQVLGHUHG RU DGRSWHG IRUHFORVXUH UHIRUP OI
SURSHUWLHYV LQ GHIDXOW DQG ZH FDQQRW EH FHUWDLQ WKDW WKH VWDWHYV LQ ZKLFK ZH RSFH
UHJXODWLRQV DUH XOWLPDWHO\ HQDFWHG WKDW VLJQLILFDQWO\ UDLVH WKH FRVW RI IRUHF(C
FRQGLWLRQ DQG UHVXOWY RI RSHUDWLRQ




7DEOH RI &RQWHQWYV

7KH H[SDQGLQJ ERG\ RI IHGHUDO VWDWH DQG ORFDO UHJXODWLRQV DQG RU WKH OLFHQVLQJ
SDUWLHYV PD\ LQFUHDVH WKH FRVW RI FRPSOLDQFH DQG WKH ULVNV RI QRQFRPSOLDQFH DQG

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

,Q DGGLWLRQ ZH KDYH VROG ORDQV WR WKLUG SDUWLHY ,Q FRQQHFWLRQ ZLWK WKHVH
YDULRXV UHSUHVHQWDWLRQV DQG ZDUUDQWLHY EUHDFKHV RI ZKLFK PD\ UHVXOW LQ D UHTXL
WR FRXQWHUSDUWLHYV 7KHVH DVSHFWV RI RXU EXVLQHVV RU RXU IDLOXUH WR FRPSO\ ZLWK D
OLFHQVXUH GDPDJH WR RXU UHSXWDWLRQ LQ WKH LQGXVWU\ ILQHV DQG SHQDOWLHY DQG O
WKHVH RXWFRPHV FRXOG PDWHULDOO\ DQG DGYHUVHO\ DIIHFW XV

SRWHQWLDO OLPLWDWLRQV RQ LQFHQWLYH FRPSHQVDWLRQ FRQWDLQHG LQ SURSRVHG IHGH!
KLJKHVW SHUIRUPLQJ HPSOR\HHV

,Q $SULO DQG 0D\ WKH )',& RWKHU IHGHUDO EDQNLQJ DJHQFLHV DQG WKH 6(& MRL
'RGG )UDQN $FW SURKLELWLQJ LQFHQWLYH FRPSHQVDWLRQ DUUDQJHPHQWY WKDW ZRXOG HQF
EDQN RU EDQN KROGLQJ FRPSDQ\ ZLWK ELOOLRQ RU PRUH LQ DVVHWYV VXFK DV WKH %DQN D
EH DGRSWHG DQG ZKHWKHU FRPSOLDQFH ZLWK VXFK D ILQDO UXOH ZLOO VXEVWDQWLDOO\ DII
HPSOR\HHV 'HSHQGLQJ RQ WKH QDWXUH DQG DSSOLFDWLRQ RI WKH ILQDO UXOHV ZH PD\ QR\
FRPSDQLHY WKDW DUH QRW VXEMHFW WR VRPH RU DOO RI WKH UXOHV WR UHWDLQ DQG DWWU
ZH KDYH HVWDEOLVKHG ZLWK RXU FXVWRPHUV PD\ EH LPSDLUHG ZKLFK FRXOG LQ WXUQ DGY}

,QFUHDVHV LQ )',& LQVXUDQFH SUHPLXPV FRXOG DGYHUVHO\ DIITHFW RXU HDUQLQJV DQG UHVX

7KH GHSRVLWYV Rl WKH %DQN DUH LQVXUHG E\ WKH )',& XS WR OHJDO OLPLWYV DQG DFFRI
%DQNYfVY UHJXODU DVVHVVPHQWY DUH GHWHUPLQHG E\ WKH OHYHO RI LWV DVVHVVPHQW EDVH
VXSHUYLVRU\ FRQFHUQ WKDW LW SRVHV ORUHRYHU WKH )',& KDV WKH XQLODWHUDO SRZHU
LQVXUDQFH LV FDOFXODWHG DQG DOVR WR FKDUJH VSHFLDO DVVHVVPHQWY WR )',& LQVXUHG
SXUSRVH RI UHVWRULQJ WKH UHVHUYH UDWLRV RI WKH "HSRVLW ,QVXUDQFH )XQG $Q\ IXWXU
SUHSD\PHQWYV LQ )',& LQVXUDQFH SUHPLXPV FRXOG UHGXFH RXU SURILWDELOLW\ RU OLPLW RX
DGYHUVHO\ DIIHFW RXU EXVLQHVV ILQDQFLDO FRQGLWLRQ DQG UHVXOWV RI RSHUDWLRQV

7KH )HGHUDO 5HVHUYH PD\ UHTXLUH XV WR FRPPLW FDSLWDO UHVRXUFHV WR VXSSRUW WKH ¢

8QGHU ORQJVWDQGLQJ )HGHUDO 5HVHUYH SROLF\ ZKLFK KDV EHHQ FRGLILHG E\ WKH 'RG¢
VWUHQJWK WR WKH %DQN DQG WR FRPPLW UHVRXUFHV WR VXSSRUW WKH %DQN 8QGHU WKH 3
LOQMHFWLRQV LQWR WKH %DQN DW WLPHV ZKHQ ZH PD\ QRW EH LQFOLQHG WR GR VR DQG PD\ |
UHVRXUFHV $FFRUGLQJO\ ZH FRXOG EH UHTXLUHG WR SURYLGH ILQDQFLDO DVVLVWDQFH WR




7DEOH RI &RQWHQWYV

6XFK D FDSLWDO LQMHFWLRQ PD\ EH UHTXLUHG DW D WLPH ZKHQ RXU UHVRXUFHY DUH OL
FDSLWDO WR PDNH WKH UHTXLUHG FDSLWDO LQMHFWLRQ ,Q WKH HYHQW RI RXU EDQNUXSWF\
DIJHQF\ WR PDLQWDLQ WKH FDSLWDO RI D VXEVLGLDU\ EDQN ORUHRYHU EDQNUXSWF\ ODZ SUF
SD\PHQW RYHU WKH FODLPV RI RXU JHQHUDO XQVHFXUHG FUHGLWRUV LQFOXGLQJ WKH KROG

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

7KH IHGHUDO EDQNLQJ UHJXODWRUY KDYH LVVXHG JXLGDQFH UHJDUGLQJ FRQFHQWUDWL
KLIJK FRQFHQWUDWLRQV RI FRPPHUFLDO UHDO HVWDWH ORDQV ZLWKLQ WKHLU OHQGLQJ SRUW
FHUWDLQ SHUFHQWDJHV RI FDSLWDO VKRXOG LPSOHPHQW KHLJKWHQHG ULVN PDQDJHPHQW SL
FDSLWDO UDWLRV WKDQ LQVWLWXWLRQV ZLWK ORZHU FRQFHQWUDWLRQV LQ FRPPHUFLDO UHD
GHYHORSPHQW DQG RWKHU ODQG HTXDOHG RI WKH %DQNfVY WRWDO ULVN EDVHG FDSLWDO
QRQ RZQHU RFFXSLHG DQG RWKHU ORDQV IRU UHDO HVWDWH SXUSRVHV HTXDOHG R1 WKH
JXLGHOLQHV ODQDJHPHQW KDV LPSOHPHQWHG FRQWUROV WR PRQLWRU RXU FRPPHUFLDO UHI
ZLOO LPSDFW RXU RSHUDWLRQV RU FDSLWDO UHTXLUHPHQWYV

‘H DUH VXEMHFW WR ODZV UHJDUGLQJ WKH SULYDF\ LQIRUPDWLRQ VHFXULW\ DQG SURWHFWI
LQYROYLQJ SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRUPDWLRQ RI LQGLYLGXDOV FR>
ILQODQFLDO FRQGLWLRQ

2XU EXVLQHVV UHTXLUHV WKH FROOHFWLRQ DQG UHWHQWLRQ RI ODUJH YROXPHV RI FXV\
VIVWHPY WKDW ZH PDLQWDLQ DQG LQ WKRVH PDLQWDLQHG E\ WKLUG SDUWLHV ZLWK ZKRP ZH
VXFK DV SHUVRQDOO\ LGHQWLILDEOH LQIRUPDWLRQ DERXW RXU HPSOR\HHV DQG LQIRUPDWLR
UHJXODWLRQV JRYHUQLQJ WKH SULYDF\ DQG SURWHFWLRQ Rl SHUVRQDO LQIRUPDWLRQ RI LQ(
RXU EXVLQHVV LV VXEMHFW WR WKH *UDPP /HDFK %OLOH\ $FW ZKLFK DPRQJ RWKHU WKLQJV

DERXW RXU FXVWRPHUV ZLWK QRQDIILOLDWHG WKLUG SDUWLHV LL UHTXLUHV WKDW ZH SUR
SUDFWLFHY DQG DIIRUG FXVWRPHUV WKH ULJKW WR *RSW RXW" Rl DQ\ LQIRUPDWLRQ VKDULQJ
GHYHORS LPSOHPHQW DQG PDLQWDLQ D ZULWWHQ FRPSUHKHQVLYH LQIRUPDWLRQ VHFXULW\ ¢
DQG VFRSH Rl RXU DFWLYLWLHY DQG WKH VHQVLWLYLW\ RI FXVWRPHU LQIRUPDWLRQ ZH SURI
EDQNLQJ UHJXODWRUY DQG VWDWHYV KDYH DOVR HQDFWHG GDWD VHFXULW\ EUHDFK QRWLILFEL
HQIRUFHPHQW QRWLILFDWLRQ LQ FHUWDLQ FLUFXPVWDQFHV LQ WKH HYHQW RI D VHFXULW\ EI
FRPSOLHY ZLWK DOO DSSOLFDEOH ODZV DQG UHJXODWLRQV FDQ LQFUHDVH RXU FRVWV )XUW|
RWKHU WKLUG SDUWLHV KDYH DSSURSULDWH FRQWUROV LQ SODFH WR SURWHFW WKH FRQILGI
WUDQVPLWWHG E\ HOHFWURQLF PHDQV ,l SHUVRQDO FRQILGHQWLDO RU SURSULHWDU\ LQIRU
H[DPSOH VXFK LQIRUPDWLRQ ZDV HUURQHRXVO\ SURYLGHG WR SDUWLHV ZKR DUH QRW SHUPL
FRPSURPLVHG E\ WKLUG SDUWLHV ZH FRXOG EH H[SRVHG WR OLWLJDWLRQ RU UHJXODWRU\ \
HITHFWLYHQHVV RI RXU PHDVXUHV WR VDIHJXDUG SHUVRQDO LQIRUPDWLRQ RU HYHQ WKH St
SRWHQWLDO FXVWRPHUV IRU RXU SURGXFWV DQG VHUYLFHY DQG WKHUHE\ UHGXFH RXU UHYH
GDWD SURWHFWLRQ ODZV DQG UHJXODWLRQV PD\ VXEMHFW XV WR LQTXLULHV H[DPLQDWLRQ
RU SUDFWLFHV RU LQ VLJQLILFDQW OLDELOLWLHYV ILQHV RU SHQDOWLHYV DQG FRXOG GDPDJH




7DEOH RI &RQWHQWYV
5LVNV $VVRFLDWHG ZLWK RXU &RPPRQ 6WRFN

7KH PDUNHW SULFH RI RXU FRPPRQ VWRFN PD\ EH VXEMHFW WR VXEVWDQWLDO IOXFWXDWLRQ
WLPHV GHVLUHG

$VVXPLQJ WKH SUHVHQFH RI D SXEOLF PDUNHW IRU RXU FRPPRQ VWRFN WKH PDUNHW SUL
\RX WR UHVHOO \RXU VKDUHV DW WKH YROXPH SULFHV DQG WLPHV GHVLUHG 7KHUH DUH PDQ'
LQFOXGLQJ ZLWKRXW OLPLWDWLRQ

" DFWXDO RU DQWLFLSDWHG IOXFWXDWLRQV LQ RXU RSHUDWLQJ UHVXOWVY ILQDQFLDO

" FKDQJHV LQ HFRQRPLF RU EXVLQHVV FRQGLWLRQV

" WKH HIIHFWV RI DQG FKDQJHV LQ WUDGH PRQHWDU\ DQG ILVFDO SROLFLHV LQFOXGL
DITHFWLQJ XV

" WKH SXEOLF UHDFWLRQ WR RXU SUHVV UHOHDVHV RXU RWKHU SXEOLF DQQRXQFHPHQ
" FKDQJHV LQ DFFRXQWLQJ VWDQGDUGY SROLFLHV JXLGDQFH LQWHUSUHWDWLRQV Rl
" WKH QXPEHU RI VHFXULWLHY DQDO\WWY FRYHULQJ XV

" SXEOLFDWLRQ RI UHVHDUFK UHSRUWY DERXW XV RXU FRPSHWLWRUV RU WKH ILQDQFI
HYWLPDWHYV RI RXU ILQDQFLDO DQG RSHUDWLQJ SHUIRUPDQFH RU ODFN RI UHVHDUEFK

" FKDQJHV LQ PDUNHW YDOXDWLRQV RU HDUQLQJV RI FRPSDQLHY WKDW LQYHVWRUV GH

" WKH WUDGLQJ YROXPH RI RXU FRPPRQ VWRFN

" IXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RU RWKHU VHFXULWLHYV

" IXWXUH VDOHV RI RXU FRPPRQ VWRFN E\ XV RU RXU GLUHFWRUV H[HFXWLYH RIILFHUV

" DGGLWLRQV RU GHSDUWXUHV RI NH\ SHUVRQQHO

" SHUFHSWLRQV LQ WKH PDUNHWSODFH UHJDUGLQJ RXU FRPSHWLWRUV DQG XV

" VLIQLILFDQW DFTXLVLWLRQV RU EXVLQHVYV FRPELQDWLRQV VWUDWHILF SDUWQHUVKL

" RWKHU HFRQRPLF FRPSHWLWLYH JRYHUQPHQWDO UHJXODWRU\ DQG WHFKQRORJLFD(

" RWKHU QHZV DQQRXQFHPHQWV RU GLVFORVXUHV ZKHWKHU E\ XV RU RWKHUV UHODW

,Q SDUWLFXODU WKH UHDOL]DWLRQ RI DQ\ RI WKH ULVNV GHVFULEHG LQ WKLV 35LVN )DF\
VWRFN DQG FDXVH WKH YDOXH RI \RXU LQYHVWPHQW WR GHFOLQH 7KH VWRFN PDUNHW DQG
IOXFWXDWLRQV LQ UHFHQW \HDUV ZKLFK LQ PDQ\ FDVHVY KDYH EHHQ XQUHODWHG WR WKH RS

IOXFWXDWLRQV LQ WKH WUDGLQJ YROXPH LQ RXU FRPPRQ VWRFN PD\ FDXVH VLJQLILFDQW SUI
PDUNHW SULFH RI RXU FRPPRQ VWRFN ZKLFK FRXOG PDNH LW GLIILFXOW WR VHOO \RXU VKDUH




7DEOH RI &RQWHQWYV

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

2XU DUWLFOHV RI LQFRUSRUDWLRQ DXWKRULJH XV WR LVVXH XS WR VKDUHV RI FRF
VWRFN LVVXHG DQG RXWVWDQGLQJ :H PD\ LVVXH VKDUHV RI RXU FRPPRQ VWRFN RU RWKHU V
IXWXUH DFTXLVLWLRQV DQG LQYHVWPHQWY DQG XQGHU FRPSHQVDWLRQ DQG LQFHQWLYH SOI
FRPPRQ VWRFN RU WKH QXPEHU RU DJJUHJDWH SULQFLSDO DPRXQW DV WKH FDVH PD\ EH RI
UHJLVWUDWLRQ ULJKWV FRYHULQJ WKRVH VHFXULWLHYV LQ FRQQHFWLRQ ZLWK DQ\ VXFK DFT

‘H FDQQRW SUHGLFW WKH VL]H RI IXWXUH LVVXDQFHV RI RXU FRPPRQ VWRFN RU WKH HII
PDUNHW SULFH RI RXU FRPPRQ VWRFN 6DOHV RI VXEVWDQWLDO DPRXQWV RI RXU FRPPRQ VWI
XQGHU D FRPSHQVDWLRQ RU LQFHQWLYH SODQ RU WKH SHUFHSWLRQ WKDW VXFK VDOHV FRX
LPSDLU RXU DELOLW\ WR UDLVH FDSLWDO WKURXJK IXWXUH VDOHV RI RXU VHFXULWLHV

7KH ULJKWV RI RXU FRPPRQ VKDUHKROGHUYV DUH VXERUGLQDWH WR WKH ULJKWV RI RXU RXW\
DQ\ VHQLRU LQGHEWHGQHVY RU SUHIHUUHG VWRFN WKDW ZH PD\ LVVXH LQ WKH IXWXUH

6KDUHV RI RXU FRPPRQ VWRFN DUH HTXLW\ LQWHUHVWYV DQG GR QRW FRQVWLWXWH LQG
RXWVWDQGLQJ LQGHEWHGQHVY LQFOXGLQJ RXU RXWVWDQGLQJ VXERUGLQDWHG QRWH\V Ly
DYDLODEOH WR VDWLVI\ FODLPV DJDLQVW XV LQFOXGLQJ LQ RXU OLTXLGDWLRQ

2XU ERDUG RI GLUHFWRUYVY DOVR KDV WKH DXWKRULW\ WR LVVXH LQ WKH DJJUHJDWH XS \
SUHIHUUHG VWRFN DQG DQ\ LQGHEWHGQHVY ZLWKRXW VKDUHKROGHU DSSURYDO $FFRUGLQ
PD\ LVVXH LQ WKH IXWXUH ZLOO DOVR EH VHQLRU WR RXU FRPPRQ VWRFN $V D UHVXOW KRO
VHEXULWLHV RU RXU LQFXUUHQFH RI RWKHU ERUURZLQJYVY PD\ QHIJDWLYHO\ DIITHFW WKH PDUNH

‘H DUH DQ 3HPHUJLQJ JURZWK FRPSDQ\ " DQG WKH UHGXFHG UHSRUWLQJ UHTXLUHPHQWYV DSS
DWWUDFWLYH WR LQYHVWRUYV

:H DUH DQ 3HPHUJLQJ JURZWK FRPSDQ\ "~ DV GHILQHG LQ WKH -2%6 $FW )RU DV ORQJ DV Z
DGYDQWDJH RI FHUWDLQ H[HPSWLRQV IURP YDULRXVY UHSRUWLQJ UHTXLUHPHQWY WKDW DUH I
LQFOXGH ZLWKRXW OLPLWDWLRQ DQ H[HPSWLRQ IURP WKH DXGLWRU DWWHVWDWLRQ UHTXLU
UHGXFHG GLVFORVXUH REOLJDWLRQV UHJDUGLQJ H[HFXWLYH FRPSHQVDWLRQ LQ RXU SHULRG
ELQGLQJ DGYLVRU\ YRWH RQ H[HFXWLYH FRPSHQVDWLRQ DQG VKDUHKROGHU DSSURYDO RI D

:H ZLOO EH DQ HPHUJLQJ JURZWK FRPSDQ\ XQWLO '"HFHPEHU ,QYHVWRUV PD\ ILQG R
PD\ UHVXOW LQ D OHVV DFWLYH WUDGLQJ PDUNHW DQG LQFUHDVHG YRODWLOLW\ LQ RXU VWRF




7DEOH RI &RQWHQWYV
2XU GLYLGHQG SROLF\ PD\ FKDQJH ZLWKRXW QRWLFH DQG RXU IXWXUH DELOLW\ WR SD\ GLY
+ROGHUV Rl RXU FRPPRQ VWRFN DUH HQWLWOHG WR UHFHLYH RQO\ VXFK FDVK GLYLGHQ(!
SD\PHQW RI GLYLGHQGY $OWKRXJK ZH KDYH GHFODUHG D TXDUWHUO\ FDVK GLYLGHQG RQ RX
SD\LQJ GLYLGHQGVY DQG ZH PD\ FKDQJH RXU GLYLGHQG SROLF\ DW DQ\ WLPH ZLWKRXW QRWL'
DQ\ RXWVWDQGLQJ LQGHEWHGQHVYV RU SUHIHUUHG VWRFN ZH PD\ LVVXH LQ WKH IXWXUH DV
RXWVWDQGLQJ SUHIHUUHG VWRFN EHIRUH DQ\ GLYLGHQGYV FDQ EH SDLG RQ RXU FRPPRQ VWRI
DUH GHSHQGHQW XSRQ GLYLGHQGV IURP WKH %DQN WR SD\ RXU RSHUDWLQJ H[SHQVHV VDWL
WR SD\ GLYLGHQGVY RQ LWV FRPPRQ VWRFN ZLOO VXEVWDQWLDOO\ GHSHQG XSRQ LWV HDUQLC
UHJXODWRU\ FOLPDWH DQG RWKHU IDFWRUV GHHPHG UHOHYDQW E\ LWV ERDUG RI GLUHFWRUV
SD\ GLYLGHQGV 6HH *'LYLGHQG 3ROLF\" DQG 6XSHUYLVLRQ DQG 5HJXODWLRQ 2 'LYLGHQGV ~
2XU FRUSRUDWH JRYHUQDQFH GRFXPHQWY DQG FHUWDLQ FRUSRUDWH DQG EDQNLQJ ODZV D
&HUWDLQ SURYLVLRQV RI RXU DUWLFOHV RI LQFRUSRUDWLRQ DQG E\ODZV HDFK DV DPHC(
GLIILFXOW IRU D WKLUG SDUW\ WR DFTXLUH FRQWURO RI RXU RUJDQL]DWLRQ RU FRQGXFW D !
EHQHILFLDO WR WKHLU LQWHUHVWY 7KHVH SURYLVLRQV DQG WKH FRUSRUDWH DQG EDQNLQ
" HQDEOH RXU ERDUG Rl GLUHFWRUV WR LVVXH DGGLWLRQDO VKDUHV RI DXWKRUL]H

" HQDEOH RXU ERDUG RI GLUHFWRUV ZLWKRXW VKDUHKROGHU DSSURYDO WR LVVXH
PD\ EH GHWHUPLQHG IURP WLPH WR WLPH E\ WKH ERDUG

" HQDEOH RXU ERDUG RI GLUHFWRUV WR LQFUHDVH WKH VL]H RI WKH ERDUG DQG ILO
" GR QRW SURYLGH IRU FXPXODWLYH YRWLQJ LQ WKH HOHFWLRQ RI GLUHFWRUV
" 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 D¢

" UHTXLUH WKH UHTXHVW RI KROGHUV RI DW OHDVW RI WKH RXWVWDQGLQJ VKDUH'
PHHWLQJ

" HVWDEOLVK DQ DGYDQFH QRWLFH SURFHGXUH IRU GLUHFWRU QRPLQDWLRQV DQG F
" UHTXLUH SULRU UHJXODWRU\ DSSOLFDWLRQ DQG DSSURYDO RI DQ\ WUDQVDFWLRQ L

7KHVH SURYLVLRQV PD\ GLVFRXUDJH SRWHQWLDO DFTXLVLWLRQ SURSRVDOV DQG FRXOC
VKDUHKROGHUV PLJKW RWKHUZLVH UHFHLYH D SUHPLXP RYHU WKH PDUNHW SULFH RI RXU VKD

$Q LQYHVWPHQW L1Q FRAARM WW RANWY QRW DQ LOQVXUHG GHSRVLW DQG LV VXEMHFW WR ULVN

<RXU LQYHVWPHQW LQ RXU FRPPRQ VWRFN LV QRW D EDQN GHSRVLW DQG LV QRW LQVXU
VXEMHFW WR LQYHVWPHQW ULVN DQG \RX PXVW EH FDSDEOH RI DIIRUGLQJ WKH ORVV RI \RX!




7DEOH RI &RQWHQWYV
,7(0 % B8QUHVROYHG 6WDIlI &RPPHQWYV

1RW DSSOLFDEOH
,7(0 SURSHUWLHV

2XU FXUUHQW SULQFLSDO RIILFHY DUH ORFDWHG DW /IDXUHO 6WUHHW %DWRQ 5RXJH
6WDWH RI /RXLVLDQD DQG 'DOODV 7H[DV 2XU RIILFH ORFDWLRQV DUH HLWKHU RZQHG RU OHEL
IDFLOLWLHY DUH DGHTXDWH WR PHHW RXU QHHGYV
,7(0 /HIJDO 3URFHHGLQJV

:H DUH QRW FXUUHQWO\ VXEMHFW WR DQ\ PDWHULDO OHJDO SURFHHGLQJV :H DUH IURP V
EXVLQHVYVY 7KHVH FODLPV DQG OLWLJIJDWLRQ PD\ LQFOXGH DPRQJ RWKHU WKLQJV DOOHJDWLF
DQG FRQVXPHU SURWHFWLRQ ODZV DV ZHOO DV FODLPV RU OLWLJDWLRQ UHODWLQJ WR LQWEF
YLIRURXVO\ DJDLQVW DQ\ SHQGLQJ RU IXWXUH FODLPV DQG OLWLJDWLRQ

$W WKLV WLPH LQ WKH RSLQLRQ RI PDQDJHPHQW WKH OLNHOLKRRG LV UHPRWH WKDW W
PDWHULDO DGYHUVH HIIHFW RQ RXU FRPELQHG UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLW
DJDLQVW XV FRXOG KDYH D PDWHULDO DGYHUVH HIIHFW IRU WKH SHULRG LQ ZKLFK WKH\ DUH
DUH FRVWO\ GLYHUW PDQDJHPHQWYfYV DWWHQWLRQ DQG PD\ PDWHULDOO\ DGYHUVHO\ DIIHFW F
,7(0 OLQH 6DIHW\ 'LVFORVXUHYV

1RW DSSOLFDEOH




7DEOH RI &RQWHQWYV

3DUW
,7(0 ODUNHW IRU 5HJLVWUDQWTYTV &RPPRQ (TXLW\ 5HODWHG 6KDUHKROGHU ODWWHUYV DQG ,\
&RPPRQ 6WRFN

2XU FRPPRQ VWRFN LV WUDGHG RQ WKH 1DVGDT *OREDO 6HOHFW ODUNHW XQGHU WKH V\}
VLQFH $SULO 3ULRU WR WKDW GDWH WKHUH ZDV QR SXEOLF WUDGLQJ PDUNHW IRU RXU
VKDUHV RI RXU FRPPRQ VWRFN KHOG Rl UHFRUG E\ DSSUR[LPDWHO\ VKDUHKROGHUV $V RI |
FRPPRQ VWRFN LVVXHG XQGHU RXU HTXLW\ FRPSHQVDWLRQ SODQV DV GHVFULEHG EHORZ

'LYLGHQGV

.Q RXU ERDUG RI GLUHFWRUYV PDGH WKH GHWHUPLQDWLRQ WR EHJLQ SD\LQJ UHJXOD!
SD\PHQW RI IXWXUH GLYLGHQGY DQG RXU GLYLGHQG SROLF\ ZLOO GHSHQG RQ RXU HDUQLQJV
GLUHFWRUV GHHPV UHOHYDQW )RU DGGLWLRQDO GLVFXVVLRQ RI ®$67D.0 DQG U IaIeNBIMNIR L \ UG
5HIXODWLRQ

6HFXULWLHV $XWKRULJHG IRU ,VVXDQFH XQGHU (TXLW\ &RPSHQVDWLRQ 30DQV

,Q RXU ERDUG RI GLUHFWRUYVY DGRSWHG WKH 6WRFN 2SWLRQ 30DQ SXUVXDQW WR
VKDUHV RI RXU FRPPRQ VWRFN DOO RI ZKLFK FRXOG EH LVVXHG DV HLWKHU LQFHQWLYH VWRF
QRQ TXDOLILHG VWRFN RSWLRQV $OWKRXJK RXU 6WRFN 2SWLRQ 30DQ H[SLUHG RQ 'HFHPE
WKLV SODQ DV RI '"HFHPEHU ZH KDG RXWVWDQGLQJ DQG XQH[HUFLVHG VWRFN RS'
UHPDLQ VXEMHFW WR WKH WHUPV DQG FRQGLWLRQV RI WKH 6WRFN 2SWLRQ 30DQ XQWLO W

2Q -XQH RXU VKDUHKROGHUV DSSURYHG WKH (TXLW\ ,QFHQWLYH 30DQ RU WKF
DZDUGV LQFOXGLQJ LQFHQWLYH VWRFN RSWLRQV QRQVWDWXWRU\ VWRFN RSWLRQV VWRFN
VKDUHVY DQG RWKHU VWRFN EDVHG DZDUGV WR HOLJLEOH SDUWLFLSDQWYV ZKLFK LQFOXGHV F
VWRFN IRU JUDQW DZDUG RU LVVXDQFH WR HOLJLEOH SDUWLFLSDQWY DOO RI ZKLFK PD\ EH V
VKDUHV LVVXHG XQGHU WKLY 30DQ WR RXU HPSOR\HHV GLUHFWRUV RU FRQVXOWDQWYV

7KH IROORZLQJ WDEOH VXPPDUL]JHV LQIRUPDWLRQ DV RI '"HFHPEHU UHODWLQJ WR W
RSWLRQV DQG ZDUUDQWY DQG WKHLU ZHLJKWHG DYHUDJH H[HUFLVH SULFH

"HLIKWHG $YHURXH®EHU RI 6HFX
1XPEHU RI 6HFXULWHM¥LWR 3ULFISHRRDLQLQJ $YDL
%H ,VVXHG 8SRQ ([HERWMMWDQGLQJRU )XWXUH ,VV
RI 2XWVWDQGLQJ 2SWLRQV :DUUDQWYGHU (TXLW\
'DUUDQWV DQG 5LJKVQG 5LIKWV &RPSHQVDWLRQ
(TXLW\ FRPSHQVDWLRQV SODQV DSSURYHG E\ VHFXULW\ KROGHUV
(TXLW\ FRPSHQVDWLRQ SODQV QRW DSSURYHG E\ VHFXULW\ KROGHUV 2 2

7TRWDO HTXLW\ FRPSHQVDWLRQ SODQV




7DEOH RI &RQWHQWYV
5HFHQW 6DOHV RI 8QUHJLVWHUHG 6HFXULWLHV
1RQH

3XUFKDVHV RI (TXLW\ 6HFXULWLHV E\ WKH ,VVXHU DQG $IILOLDWHG 3XUFKDVHUV

2Q '"HFHPEHU RXU ERDUG RI GLUHFWRUY DSSURYHG D UHVROXWLRQ DXWKRUL]JLQJ |
SXUFKDVH SULFH RI XS WR IURP WLPH WR WLPH VXEMHFW WR FHUWDLQ OLPLWDWLRQV
FROWLQXH IRU D SHULRG RI PRQWKY 7KH VWRFN UHSXUFKDVH SURJUDP GRHY QRW REOLJD

DVVXUDQFH WKDW %XVLQHVYV )LUVW ZLOO GR VR 1R VKDUHV ZHUH UHSXUFKDVHG GXULQJ WKH
DYDLODEOH WR UHSXUFKDVH VKDUHV XQGHU WKH VWRFN UHSXUFKDVH SURJUDP




7DEOH RI &RQWHQWYV
6WRFN 3HUIRUPDQFH *UDSK

7KH IROORZLQJ WDEOH DQG JUDSK FRPSDUHV WKH FXPXODWLYH WRWDO VKDUHKROGHU U|I

WKH 61/ %DQN ,QGH[ IRU EDQNV ZLWK ELOOLRQ WR ELOOLRQ LQ WRWDO DVVHWYV IRU WKH
1DVGDT *OREDO 6HOHFW ODUNHW WKURXJK '"HFHPEHU 7KH IROORZLQJ DVVXPHYV LQYH\
VKDUH RWKHUZLVH UHIOHFWV RXU VWRFN DQG WKH 6 3 DQG 61/ %DQN WR %LOOLRQ ,

DQ\ 7KH KLVWRULFDO VWRFN SULFH SHUIRUPDQFH IRU RXU FRPPRQ VWRFN VKRZQ RQ WKH JUI

$SU -XQ 6HS "HF
%XVLQHVV J)LUVW %DQFVKDUHV ,QF
63 ,QGH][
61/ 8 6 %DON % % ,QGH]

0DU -XQ 6HS "HF

%XVLQHVV J)LUVW %DQFVKDUHV ,QF
63 ,QGH]
61/ 8 6 %DQN % % ,QGH]

6RXUFH 6 3 *OREDO ODUNHW ,QWHOOLJHQFH




7DEOH RI &RQWHQWYV
,7(0 6HOHFWHG )LQDQFLDO 'DWD

$V D VPDOOHU UHSRUWLQJ FRPSDQ\ ZH DUH QRW UHTXLUHG WR SURYLGH WKH LQIRUPDWI
,7(0 ODQDJHPHQWTV 'LVFXVVLRQ DQG $QDO\VLYV RI )LQDQFLDO &RQGLWLRQ DQG 5HVXOWV R

7KLV GLVFXVVLRQ SUHVHQWY PDQDJHPHQWYTV DQDO\VLV Rl RXU UHVXOWV RI RSHUDWLRC
GLVFXVVLRQ VKRXOG EH UHDG LQ FRQMXQFWLRQ ZLWK RXU ILQDQFLDO VWDWHPHQWY DQG WI

7KH IROORZLQJ GLVFXVVLRQ DQG DQDO\VLYV LV WR IRFXV RQ VLIQLILFDQW FKDQJHV LQ

WR '"HFHPEHDQG LWV UHVXOWY RI RSHUDWLRQV IRKLWIGH YHXYVWRHBQE FIHPEBW LY LV LQ'
LQIRUPDWLRQ SUHVHQNMBR UHND VHZKWURXIOD WELWKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQW
DQDO\WVLVY FRQWDLQV IRUZDUG ORRNLQJ VWDWHPHQWY WKDW DUH VXEMHFW WR FHUWDLQ UL
DUH UHDVRQDEOH EXW PD\ SURYH WR EH LQDFFXUDWH &HUWDLQ ULVNV XQFHUWDLQWLHYV D
JDFWRUV" DQG HOVHZKHUH LQ WKLV VWDWHPHQW PD\ FDXVH DFWXDO UHVXOWY WR GLIIHU PI
DSSHDULQJ LQ WKLV GLVFXVVLRQ DQG DQDO\WLV %XVLQHVV )LUVW DVVXPHV QR REOLJDWLF

2YHUYLHZ

:H DUH D UHJLVWHUHG EDQN KROGLQJ FRPSDQ\ KHDGTXDUWHUHG LQ %DWRQ 5RXJH /RXL'
FKDUWHUHG EDQN ZH SURYLGH D EURDG UDQJH RI ILQDQFLDO VHUYLFHV WDLORUHG WR PHHW
RXU SULRULW\ KDV EHHQ DQG FRQWLQXHV WR EH FUHDWLQJ VKDUHKROGHU YDOXH WKURX
DFURVYV RXU UHJLRQ :H FRQVLGHU RXU SULPDU\ PDUNHW WR LQFOXGH WKH 6WDWH RI /RXLVLD
/IRXLVLDQD DQG 7H[DV $V RI '"HFHPEHU ZH KDG WRWDO DVVHWYV RI ELOOLRQ WRWDO
PLOOLRQ

$V D EDQN KROGLQJ FRPSDQ\ RSHUDWLQJ WKURXJK RQH PDUNHW VHIJPHQW FRPPXQLW\ E
FXVWRPHU VHUYLFH DQG ORDQ IHHV DQG LQWHUHVW LQFRPH IURP VHFEXULWLHYV :H LQFXU L(
VDODULHY DQG HPSOR\HH EHQHILWY DQG RFFXSDQF\ H[SHQVHYV :H DQDO\]H RXU DELOLW\ WR F
WKURXJK RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUHVW PDUJLQ LV D UDWLR FDOFXODWHG DV
GLIITIHUHQFH EHWZHHQ LOQWHUHVW LQFRPH RQ LQWHUHVW HDUQLQJ DVVHWYVY VXFK DV ORDQV
ERUURZLQJV ZKLFK DUH XVHG WR IXQG WKRVH DVVHWYV

&KDQJHV LQ WKH PDUNHW LQWHUHVW UDWHYVY DQG WKH LQWHUHVW UDWHYV ZH HDUQ RQ L¢
W\SHV RI LQWHUHVW HDUQLQJ DVVHWYVY LQWHUHVW EHDULQJ DQG QRQLQWHUHVW EHDULQJ Ol
LQWHUHVW VSUHDG QHW LQWHUHVW PDUJLQ DQG QHW LQWHUHVW LQFRPH )OXFWXDWLRQV L(
LQIODWLRQ GHIODWLRQ PDFURHFRQRPLF GHYHORSPHQWY FKDQJHV LQ XQHPSOR\PHQW WKH
IRUHLJQ ILQDQFLDO PDUNHWYV 3HULRGLF FKDQJHV LQ WKH YROXPH DQG W\SHV RI ORDQV LQ R
FRQGLWLRQV LQ RXU PDUNHWY DQG DFURVV RXU UHJLRQ DV ZHOO DV GHYHORSPHQWYV DIIHF\
PDQXIDFWXULQJ DQG HQHUJ\ VHFWRUV ZLWKLQ RXU PDUNHWYV




7DEOH RI &RQWHQWYV

:KLOH ZH FRQWLQXH WR SULRULWL]H RUJDQLF JURZWK ZH DOVR VHHN WR FDSLWDOL]H X
KDYH FRQWULEXWHG WR RXU JURZWK )RU DGGLWILRWID O + @HRWIAHDWL B Q@ KREKKX\D YMGANRHEWRIRDQM
VWDWHPHQWY LQFOXGHG LQ ,WHP R1I WKLV 5HSRUW

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

$IWHU WKH FORVH RI EXVLQHVV RQ ODUFK ZH PHUJHG ZLWK $PHULFDQ *DWHZD\ )LQI
*DWHZD\ %DQN SXUVXDQW WR ZKLFK WKH RSHUDWLRQV RI $*)& ZHUH PHUJHG ZLWK XV DQG WH
7TRWDO DVVHWY DFTXLUHG ZHUH PLOOLRQ ZKLFK LQFOXGHG ORDQV RI PLOOLRQ DQG V¢t
DVVXPHG LQ WKH WUDQVDFWLRQ 6KDUHKROGHUV RI $*)& UHFHLYHG PHUJHU FRQVLGHUDWLRQ
$*)& FRPPRQ VWRFN

3ULYDWH 30DFHPHQW DQG $FTXLVLWLRQ RI OLQGHQ %DQFRUS ,QF

2Q 2FWREHU ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUH OLQGHQ %I
WKH DFTXLVLWLRQ RI 0%, RQ 2FWREHU ZH FRPSOHWHG WKH LVVXDQFH DQG VDOH RI

SHU VKDUH 7KH DJJUHJDWH RIIHULQJ SULFH WRWDOHG PLOOLRQ DQG WKH DJJUHJDWEF

7KH DFTXLVLWLRQ RI 0%, ZDV FRQVXPPDWHG RQ -DQXDU\ $W '"HFHPEHU 0%, KD(
PLOOLRQ LQ QHW ORDQV PLOOLRQ LQ WRWDO GHSRVLWV DQG PLOOLRQ LQ WRWDO VKL

$FTXLVLWLRQ RI 5LFKODQG 6WDWH %DQFRUS ,QF

2Q -XQH ZH HQWHUHG LQWR D GHILQLWLYH DJUHHPHQW WR DFTXLUH 5LFKODQG 6WD
DFTXLVLWLRQ RI 56%, ZDV FRQVXPPDWHG RQ 1RYHPEHU $W 1RYHPEHU 56%, KDG IDL
QHW ORDQV PLOOLRQ LQ WRWDO GHSRVLWV DQG PLOOLRQ LQ WRWDO VKDUHKROGHUV

JLODQFLDO +LJKOLJKWV

7KH ILQDQFLDO KLJKOLJKWYV DV RI DQG IRU WKH \HDU HQGHG 'HFHPEHU LQFOXGH

$ 7RWDWVRIWV ELOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

+ 7RWDORIRDQELOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

$ 7RWEBMSRRLWY ELOOLRQ D PLOOLRQ RU LQFUHDVH IURP '"HFHPEHU

+ 1HWQFRMPIH PLOOLRQ D PLOOLRQ RU LQFUHDVH IURP WKH \HDU HQGHG 'HFHPEHU

$ 1HW LQWHUMWRYW LQFIRPBILRQ DQ PLOOLRQ RU LQFUHDVH IURP WKH \HDU HQGHG 'HF

$ $Q DOORZDQFH IRU ORRQ DQGROMRMDOROREQY KHOG IRU LQYHVWPHQW FRPSDUHG WR
ORDQV WR WRWDO ORDQV KHOG IRU LQYHVWPHQW RI FRPSDUHG WR DV Rl '"HFHPE

$ (DUQLQJV SHRUWKPMHNHDU HQGHG 'HFHPEHU RI SHU EDVLF VKDUH DQG SHU G

SHU GLOXWHG VKDUH IRU WKH \HDU HQGHG 'HFHPEHU

¥ 5HWXUQ RQDDMRMIYH FRPSDUHG WR IRU WKH \HDU HQGHG 'HFHPEHU




7DEOH RI &RQWHQWYV

$ SHWXUDQYRQDJHRHTXLWERPSDUHG WR IRU WKH \HDU HQGHG 'HFHPEHU

$ &DSLWDORWDWIHRN /HYHUDJH &RPPRQ (TXLW\ 7LHU 7LHU 5LVN EDVHG DQG 7RWDO 5LVN I
FRPSDUHG WR DQG UHVSHFWLYHO\ DV RI '"HFHPEHU

f %RRN YD®XHBHU DQ LQFUHDVH RI IURP DW '"HFHPEHU

5HVXOWV RI 2SHUDWLRQV IRU WKH <HDmMWBY (QGHG 'HFHPEHU
BHUIRUPDQFH 6XPPDU\

JRU WKH \HDU HQGHG 'HFHPEHU QHW LQFRPH ZDV PLOOLRQ RU SHU EDVLF VKI
RU SHU EDVLF VKDUH DQG SHU GLOXWHG VKDUH IRU WKH \HDU HQGHG 'HFHPEHU

IURP IRU WKH \HDU HQGHG 'HFHPEHU 5HWXUQ RQ DYHUDJH HTXLW\ LQFUHDVHG WF
\HDU HQGHG 'HFHPEHU 7KH LQFUHDVHY ZHUH ODUJHO\ DWWULEXWDEOH WR WKH DFTXLVI

I1IHW ,QWHUHVW ,QFRPH

2XU RSHUDWLQJ UHVXOWYV GHSHQG SULPDULO\ RQ RXU QHW LQWHUHVW LQFRPH FDOFXOD
DQG VHFXULWLHV DQG LQWHUHVW H[SHQVH RQ LQWHUHVW EHDULQJ OLDELOLWLHVY VXFK DV
RQ LQWHUHVW VHQVLWLYH DVVHWY DQG OLDELOLWLHY &KDQJHV LQ WKH DPRXQW DQG W\SH
YDULDQFH GULYHQ E\ WKH FKDQJHV LQ WKH DPRXQW DQG PL[ RI LQWHUHVW HDUQLQJ DVVHWYV
HDUQHG RQ LQWHUHVW HDUQLQJ DVVHWY DQG UDWHV SDLG RQ LQWHUHVW EHDULQJ GHSRVL'

7R HYDOXDWH QHW LQWHUHVW LQFRPH ZH PHDVXUH DQG PRQLWRU \LHOGV RQ RXU OR
VRXUFHYV RXU QHW LQWHUHVW VSUHDG DQG RXU QHW LQWHUHVW PDUJLQ 1HW LQWHUH
LOQWHUHVW EHDULQJ OLDELOLWLHYV 1HW LQWHUHVW PDUJLQ LV FDOFXODWHG DV QHW LQWHUI
IXQGVY VXFK DV QRQLQWHUHVW EHDULQJ GHSRVLWY DQG VKDUHKROGHUVY HTXLW\ DOVR I1XQ
EHDULQJ VRXUFHYVY :H FDOFXODWH DYHUDJH DVVHWY OLDELOLWLHY DQG HTXLW\ XVLQJ D PR

JRU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG PLOOLRQ DQ
UHVSHFWLYHO\ )RU WKH \HDU HQGHG 'HFHPEHU QHW LQWHUHVW LQFRPH WRWDOHG F
UHVSHFWLYHO\ 7KH DYHUDJH \LHOG RQ WKH ORDQ SRUWIROLR ZDV IRU WKH \HDU HQGHG 'H
DYHUDJH \LHOG RQ WRWDO LQWHUHVW HDUQLQJ DVVHWYV ZDV IRU WKH \HDU HQGHG 'HFHPEI
HQGHG '"HFHPEHU RYHUDOO FRVW RI IXQGV ZKLFK LQFOXGHV QRQLQWHUHVW EHDULQJ (
SULPDULO\ GXH WR RXU LVVXDQFH RI VXERUGLQDWHG GHEW LQ 'HFHPEHU DQG LQFUHDVLQ
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7KH IROORZLQJ WDEOH SUHVHQWY IRU WKH SHULRGY LQGLFDWHG DQ DQDO\VLV RI QHW 1
OLDELOLWLHV WKH DYHUDJH DPRXQWV RXWVWDQGLQJ DQG WKH LQWHUHVW HDUQHG RU SDL(
DVVHWY WKH DYHUDJH UDWH SDLG RQ LOQWHUHVW EHDULQJ OLDELOLWLHY DQG WKH QHW LQ
ORDQV WKDW DUH FODVVLILHG DV QRQDFFUXDO LV QRW UHFRJQL]HG LQ LQFRPH KRZHYHU WK
HQGHG 'HFHPEHU DQG LOQOWHUHVW LQFRPH QRW UHFRJQL]HG RQ QRQDFFUXDO ORDQV
FDUU\LQJ D JHUR \LHOG 7KH DYHUDJH WRWDO ORDQV UHIOHFWHG EHORZ LV QHW RI GHIHUUHC
DFFUHWH LQWHUHVW LQFRPH RYHU WKH UHPDLQLQJ OLYHV Rl WKH UHVSHFWLYH ORDQV

JRU WKH <HDUV (QGHG 'HFHPEHU

,QWHUHVW ,QWHUHVW
$YHUDJH (DUQHG $YHUDJH $YHUDJH (DUQHG $YHUDJH

2XWVWDQGLQDWHUHVW <LHOG 2XWVWDQGLQQWHUHVW <LHOG
%DODQFH  3DLG 5DWH %DODQFH 3DLG 5DWH

"/ROODUV LQ WKRXVDQGYV

$VVHWYV
,OQWHUHVW HDUQLQJ DVVHWYV

7RWDO ORDQV

6HFXULWLHY DYDLODEOH IRU VDOH

,OWHUHVW EHDULQJ GHSRVLWV LQ RWKHU EDQNYV

7RWDO LQWHUHVW HDUQLQJ DVVHWYV

$0O0ORZDQFH IRU ORDQ ORVVHV
1RQLQWHUHVW HDUQLQJ DVVHWYV

7TRWDO DVVHWYV

/LDELOLWLHY DQG 6KDUHKROGHUVY (TXLW\
,QWHUHVW EHDULQJ OLDELOLWLHYV
,QWHUHVW EHDULQJ GHSRVLWV
6XERUGLQDWHG GHEW
$GYDQFHV IURP )+/%
2WKHU ERUURZLQJV
7RWDO LOQWHUHVW EHDULQJ OLDELOLWLHV
1RQLQWHUHVW EHDULQJ OLDELOLWLHV
1IROQLQWHUHVW EHDULQJ GHSRVLWYV
2WKHU OLDELOLWLHV
7RWDO QRQLQWHUHVW EHDULQJ
OLDELOLWLHYV
6KDUHKROGHUVYT HTXLW\
7RWDO OLDELOLWLHY DQG VKDUHKROGHUVY
HTXLW\

1HW LOWHUHVW UDWH VSUHDG

I1HW LQWHUHVW LQFRPH
IHW LOWHUHVW PDUJLQ

I1HW LQWHUHVW VSUHDG LV WKH DYHUDJH \LHOG RQ LQWHUHVW HDUQLQJ DVVHWV PL
1HW LQWHUHVW PDUJLQ LV HTXDO WR QHW LQWHUHVW LQFRPH GLYLGHG E\ DYHUDJH




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH SUHVHQWY LQIRUPDWLRQ UHJDUGLQJ WKH GROODU DPRXQW RI FKDQJH
FRPSRQHQW RI LQWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHV DQG G
WR FKDQJHV LQ LQWHUHVW UDWHVY )RU SXUSRVHV Rl WKHVH WDEOHV FKDQJHV DWWULEXWEL

JRU WKH <HDU (QGHG 'HFHPEHU
&RPSDUHG WR(@QGHG<HDU

'"HFHPEHU
,QFUHDVH 'HFUHDVH GXH WR FKDQJH
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 LQERPH
,QWHUHVW EHDULQJ OLDELOLWLHYV
,QWHUHVW EHDULQJ GHSRVLWYV
6XERUGLQDWHG GHEW
$GYDQFHV IURP )+/%
2ZWKHU ERUURZLQJV
7RWDO LQFUHDVH GHFUHDVH LQ LQWHUHVW H[SHQVH

,QFUHDVH GHFUHDVH LQ QHW LQWHUHVW LOFRPH

BURYLVLRQ IRU /RDQ /RVVHV

2XU SURYLVLRQ IRU ORDQ ORVVHV LV D FKDUJH WR LQFRPH LQ RUGHU WR EULQJ RXU DOOF
Rl WKH IDFWRUV WDNHQ LQWR DFFRXQW E\ PDQDJHPHOW QOQGH 6 WBAR.@E QW WRKXH $I000CRZADGFSH R
IRU ORDQ ORVVHV ZDV PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HFHPEHU DQ
ZDV LPSDFWHG E\ D KLJKHU ORDQ SRUWIROLR EDODQFH
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1RQLQWHUH VW KR POIFRPH’

2XU SULPDU\ VRXUFHVY RI QRQLQWHUHVW LQFRPH DUH VHUYLFH FKDUJHV RQ GHSRVLW DFF
IURP EDQN RZQHG OLIH LQVXUDQFH 7KH IROORZLQJ WDEOH SUHVHQWYV |IRU WKH SHULRGV LQC

JRU WKH <HDUV (QGHG
"HFHPEHU ,QFUHDVH
"HFUHDVH
"ROODUV LQ WKRXVDQGV

1RQLQWHUHVW LQFRPH
6HUYLFH FKDUJHVY RQ GHSRVLW DFFRXQWV
'"HELW FDUG DQG $70 IHH LQFRPH
%DQN RZQHG OLIH LQVXUDQFH LQFRPH
*DLQ RQ VDOHV RI LOQYHVWPHQW VHFEXULWLHV
%URNHUDJH FRPPLVVLRQV
ORUWJDJH RULJLQDWLRQ LQFRPH
&RUUHVSRQGHQW EDQN LQFRPH
5HQWDO LQFRPH
*DLQ RQ VDOH RI EDQNLQJ FHQWHU 2
*DLQ /RVV RQ VDOH GLVSRVDO RI RWKHU DVVHWYV
3DVV WKURXJK LQFRPH ORVV IURP 6%,& SDUWQHUVKLSV
2WKHU

7RWDO QRQLQWHUHVW LQFRPH

IRQLQWHUHVW LQFRPH IRU WKH \HDU HQGHG 'HFHPEHU LQFUHDVHG PLOOLRQ RU
VDPH SHULRG LQ 7KH FRPSRQHQWYV RI QRQLQWHUHVW LQFRPH ZLWK VLIJQLILFDQW IOXFWXI

6HUYLFH FKDUJHY RQHGHBRQLW HDW FRR® WXU FXVWRPHUYV IRU GHSRVLW UHODWHG VHUYLF
FRPSRQHQW RI RXU QRQLQWHUHVW LQFRPH 6HUYLFH FKDUJHV RQ GHSRVLW DFFRXQWV ZHUH
VDPH WLPH SHULRG LQ DQ LQFUHDVH RI PLOOLRQ RU 7KH LQFUHDVH ZDV SULPDULC
DQG RUJDQLF JURZWK

'HELW FDUG DQG $HM HBPMWQQHARFMHIURP RXU FXVWRPHUV EDVHG XSRQ FDUG DFWLYLW\ DQG
QRQLQWHUHVW LQFRPH )HH LQFRPH ZDV PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG '
7KH LQFUHDVH ZDV SULPDULO\ GXH WR WKH DGGLWLRQDO DFFRXQWYV IURP WKH DFTXLVLW

%URNHUDJH FRPPADWWLRRFPLVVLRQV IURP EURNHUDJH VHUYLFHY SURYLGHG E\ RXU :HDOWK

IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ 7KH GHFUHDVH RI F
WLPH SHULRG LQ ZDV SULPDULO\ GXH WR UHVWUXFWXULQJ RXU EURNHUDJH DFWLYLWLHV
UHFRJQLWLRQ

5HQWDO IQBRPFHLYHG UHQWDO LQFRPH IURP WKH VXEOHDVH RI RXU IRUPHU FRUSRUDWH RII
DQG IRU WKH \HDUV HQGHG 'HFHPEHU DQG UHVSHFWLYHO\ 7KH GHFUHDVH RI
IRUPHU FRUSRUDWH RIILFHV H[SLULQJ LQ 6HSWHPEHU

*DLO RQ VDOH RI BDYROGQGIDFEHQAWNHWI FHQWHU ORFDWHG LQ ODQJKDP /RXLVLDQD WKDW UH
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/RVV RQO VDOH GLVSRVMDLMRWRKWKHDWMQBWE 'HFHPEHU ZH KDG LQ ORVVHV W
3RUW $0O0OHQ /RXLVLDQD EDQNLQJ FHQWHU DQG WKH FKDQJLQJ RI VLJQV RQ RXU EDQNLQJ FH(
FORVHG WKUHH EUDQFK ORFDWLRQV $V SDUW RI WKH SURFHVV RI FORVLQJ WKRVH EUDQFKH)\

JDLQV

3DVV WKURXJK LQFRPH IURIP B®%WH&DSD UWMCGHUWVKWLIWQ VHYHUDO 6%,& SURJUDPV ZKLFK DUH N
FDSLWDO WKH 6PDOO %XVLQHVV $GPLQLVWUDWLRQ 336%$"’ DQG VPDOO EXVLQHVV ERUURZHU
IURP 6%,& SDUWQHUVKLSV ZDV PLOOLRQ IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR

7KH LQFUHDVH ZDV ODUJHO\ GULYHQ E\ D GLYLGHQG UHFDSLWDOL]DWLRQ WUDQVDFWLRQ

2WKHKLY FDWHJRU\ LQFOXGHYV D YDULHW\ RI RWKHU LQFRPH SURGXFLQJ DFWLYLWLHV LQF

FDUG LQFRPH DQG SDUWLFLSDWLRQ IHH LQFRPH 2WKHU LQFRPH LQFUHDVHG RU IRU
LQFUHDVH IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ LV £
:H DOVR UHFHLYHG D JUDQW IRU WKH \HDU HQGHG 'HFHPEHU LQ WKH DPRXQW RI W

1RQLQWHUHVWWEKHUQMBHQVH"

*HQHUDOO\ QRQLQWHUHVW H[SHQVH LV FRPSRVHG RI DOO HPSOR\HH H[SHQVHV DQG FRVW
UHODWLRQVKLSY DQG SURYLGLQJ EDQN VHUYLFHV 7KH ODUJHVW FRPSRQHQW RI QRQLQWHUF
RSHUDWLRQDO H[SHQVHV VXFK DV RFFXSDQF\ H[SHQVHV GHSUHFLDWLRQ DQG DPRUWL]DWLR
3)' & DVVHVVPHQWY GDWD SURFHVVLQJ H[SHQVHV DQG DGYHUWLVLQJ DQG SURPRWLRQ H|

7KH IROORZLQJ WDEOH SUHVHQWYV IRU WKH SHULRGY LQGLFDWHG WKH PDMRU FDWHJRUL

JRU WKH <HDUV (QGHG
"HFHPEHU ,QFUHDVH
'"HFUHDVH

"ROODUV LQ WKRXVDQGV

6DODULHY DQG HPSOR\HH EHQHILWYV
1RQ VWDII H[SHQVHYV
2FFXSDQF\ Rl EDQN SUHPLVHYV
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
'DWD SURFHVVLQJ
)',& DVVHVVPHQW IHHV
/HIJDO DQG RWKHU SURIHVVLRQDO IHHV
$GYHUWLVLQJ DQG SURPRWLRQV
S8WLOLWLHY DQG FRPPXQLFDWLRQV
$G YDORUHP VKDUHV WD]J
‘LUHFWRUVY IHHV
2WKHU UHDO HVWDWH RZQHG H[SHQVHV DQG ZULWH GRZQV
OHUJHU DQG FRQYHUVLRQ UHODWHG H[SHQVHYV
2WKHU
7RWDO QRQLQWHUHVW H[SHQVH
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1RQLQWHUHVW H[SHQVH IRU WKH \HDU HQGHG 'HFHPEHU LQFUHDVHG PLOOLRQ RU
WKH VDPH SHULRG LQ 7KH FRPSRQHQWV Rl QRQLQWHUHVW H[SHQVH ZLWK VLJQLILFDQW IO

6DODULHY D @G GIPEMRAHHHY DQG HPSOR\HH EHQHILWY DUH WKH ODUJHVW FRPSRQHQW RI
LQFHQWLYH FRPSHQVDWLRQ EHQHILW SODQV KHDOWK LQVXUDQFH DQG SD\UROO WD[HV 6DOD
LQFUHDVH RI PLOOLRQ RU FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV
WKH DFTXLVLWLRQ RI 56%, LQFOXGLQJ VHYHUDQFH DQG UHWHQWLRQ SD\PHQWV UHODWHG WR
KDG IXOO WLPH HTXLYDOHQW HPSOR\HHV FRPSDUHG WR IXOO WLPH HTXLYDOHQWYV DV RI
FRPSHQVDWLRQ H[SHQVH RI PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HFHPEHU

2FFXSDQF\ Rl EDQSHRAYVHPLYVWRFLDWHG ZLWK RFFXSDQF\ RI SUHPLVHV ZDV PLOOLRQ IRU
SHULRG LQ 7KH LQFUHDVH RI RU IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUH
UHQW H[SHQVH RQ RXU FRUSRUDWH RIILFH ORFDWLRQ DQG WKH DFTXLVLWLRQ RI 56%, DQG LW

'HSUHFLDWPRQ WD DESVWHFQDWLRQ DQG DPRUWL]DWLRQ FRVWYV ZHUH PLOOLRQ DQG PLO
UHVSHFWLYHO\ 7KLV FDWHJRU\ LQFOXGHY OHDVHKROG IXUQLWXUH IL[WXUHVY DQG HTXLSPHQW
DQG UHVSHFWLYHO\ 7KH DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV ZDV DQG IRU
GHSUHFLDWLRQ DQG DPRUWL]DWLRQ SULPDULO\ UHVXOWHG IURP WKH DFTXLVLWLRQ RI 56%,1V

'DWD SURFBIWBLSQURFHVVLQJ IHHV ZHUH PLOOLRQ DQG PLOOLRQ IRU WKH \HDUV HQGH(
RU IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ LV SULE

)'.& DVVHVVPHQ& OMWNVVPHQW IHHV ZHUH DQG PLOOLRQ IRU WKH \HDUV HQGHG 'HF
\HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ LV SULPDULO\ GXH WR LQ

/HIDO DQG RWKHU SHIDIGI DO RQWEHHKWRIHVVLRQDO IHHV ZHUH PLOOLRQ DQG PLOOL
UHVSHFWLYHO\ 2WKHU SURIHVVLRQDO IHHV LQFOXGH DXGLW ORDQ UHYLHZ FRPSOLDQFH DQ(
ZDV GXH SULPDULO\ WR OHJDO IHHV LQ UHODWHG WR DFTXLVLWLRQV DQG RXU OLVWLQJ

$GYHUWLVLOJ DRGYHURRRIWQARDYG SURPRWLRQV FRVWV ZHUH PLOOLRQ DQG PLOOLR!
7KH LQFUHDVH IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ

$G YDORUHP $&DWDHORWIBP VKDUHYV WD[ H[SHQVH ZDV PLOOLRQ DQG PLOOLRQ IRU WKH
LQFUHDVH IRU WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ ZDV
OHJDF\ RSHUDWLRQV

OHUJHU DQG FFOWHI® HI[BBQMHY DQG FRQYHUVLRQ UHODWHG H[SHQVHV IRU WKH \HDUV HQG
DFTXLVLWLRQ RI 0%, DQG 56 %,

2WKHKLY FDWHJRU\ LQFOXGHYVY YDULRXV RSHUDWLQJ DQG DGPLQLVWUDWLYH H[SHQVHV LC
DQG FOXE GXHV LQVXUDQFH VXSSOLHV DQG SULQWLQJ HTXLSPHQW UHQW DQG VRIWZDUH V
WKH \HDU HQGHG 'HFHPEHU FRPSDUHG WR WKH VDPH SHULRG LQ 7KH LQFUHDVH ZDV
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,QFRPH 7D[ ([SHQVH

7KH DPRXQW RI LQFRPH WD[ H[SHQVH LV LQIOXHQFHG E\ WKH DPRXQWV RI RXU SUH WD[ LQI
DQG OLDELOLWLHY DUH UHIOHFWHG DW FXUUHQWO\ HQDFWHG LQFRPH WD[ UDWHV LQ HIIHFW IF
VHWWOHG $V FKDQJHV LQ WD[ ODZV RU UDWHY DUH HQDFWHG GHIHUUHG WD[ DVVHWY DQG Ol
HVWDEOLVKHG ZKHQ QHFHVVDU\ WR UHGXFH GHIHUUHG WD[ DVVHWY WR WKH DPRXQW H[SHFW

JRU WKH \HDU HQGHG 'HFHPEHU LQFRPH WD[ H{[SHQVH WRWDOHG PLOOLRQ DQ LQFL

JRU WKH \HDUV HQGHG 'HFHPEHU DQG RXU HIIHFWLYH WD[ UDWHV ZHUH DQG
DIITHFWHG SULPDULO\ E\ WD[ H[HPSW LQFRPH JHQHUDWHG E\ PXQLFLSDO VHFXULWLHVY EDQN R:
UHODWHG H[SHQVHV 2XU HIIHFWLYH WD[ UDWH IRU WKH \HDU HQGHG 'HFHPEHU ZDV DO

JLOQDQFLDO &RQGLWLRQ

2XU WRWDO DVVHWYV LQFUHDVHG PLOOLRQ RU IURP ELOOLRQ DV RI '"HFHPEHU
/RDQ 3RUWIROLR

2XU SULPDU\ VRXUFH RI LQFRPH LV LQWHUHVW RQ ORDQV WR LQGLYLGXDOV SURIHVVLRQELC
SULPDULO\ Rl FRPPHUFLDO ORDQV DQG UHDO HVWDWH ORDQV VHFXUHG E\ FRPPHUFLDO UHDO +
KLJKHVW \LHOGLQJ FRPSRQHQW RI RXU HDUQLQJ DVVHW EDVH

$V RI '"HFHPEHU WRWDO ORDQV LQFOXGLQJ PRUWJDJH ORDQV KHOG IRU VDOH ZHUH
'"HFHPEHU 7KH LQFUHDVH ZDV SULPDULO\ GXH WR RXU FRQWLQXHG ORDQ SHQHWUDWLRQ |
ZHUH FODVVLILHG DV ORDQV KHOG IRU VDOH DV RI 'HFHPEHU DQG UHVSHFWLYHO\

7TRWDO ORDQV KHOG IRU LQYHVWPHQW DV D SHUFHQWDJH RI GHSRVLWYV ZHUH DQG
DVVHWYV ZHUH DQG DV RI '"THFHPEHU DQG UHVSHFWLYHO\

7KH IROORZLQJ WDEOH VXPPDUL]HV RXU ORDQ SRUWIROLR E\ W\SH RI ORDQ DV RI WKH GDV

$V Rl '"HFHPEHU $V Rl '"HFHPEHU
$SPRXQW BHUFHQW $PRXQW SHUFHQW
"ROODWKRDQ/DQGV

&RPPHUFLDO
5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU

7TRWDO ORDQV KHOG IRU LQYHVWPHQW

&RPPHUFLDSRPRDWAL DO ORDQV DUH XQGHUZULWWHQ DIWHU HYDOXDWLQJ DQG XQGHUVWDC(
DUH PDGH EDVHG SULPDULO\ RQ WKH LGHQWLILHG FDVK IORZV RI WKH ERUURZHU DQG VHFRQC
VHFXUHG E\ WKH DVVHWY EHLQJ ILQDQFHG RU RWKHU EXVLQHVY DVVHWV VXFK DV DFFRXQW




7DEOH RI &RQWHQWYV

&RPPHUFLDO ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI '"HFHPEHU
HITRUWYV RI RXU EDQNHUV ZKR DWWUDFWHG QHZ FOLHQWY DQG OHYHUDJHG H[LVWLQJ EDQN U

&ROVWUXFWILRRQUWEXFWQARQ DQG ODQG GHYHORSPHQW ORDQV DUH FRPSULVHG RI ORDQ)
FRQVWUXFWLRQ 7KH SURSHUWLHY VHFXULQJ WKH SRUWIROLR DUH ORFDWHG SULPDULO\ WKUFE

&RQVWUXFWLRQ DQG ODQG ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI '
WR RSSRUWXQLWLHV WR IXQG VPDOO UHVLGHQWLDO ODQG GHYHORSPHQW SURMHFWV ZLWK S
VXFFHVVIXO WUDFN UHFRUG IRU PDQ\ \HDUYV

IDPLO\ UHVXGHQWDPOO\ UHVLGHQWLDO ORDQ SRUWIROLR LV FRPSULVHG RI ORDQV VHFX
RZQHG 2XU IDPLO\ UHVLGHQWLDO ORDQV KDYH D UHODWLYHO\ VPDOO EDODQFH VSUHDG EH
HI[LVWLQJ FXVWRPHUV

IDPLO\ UHVLGHQWLDO ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI 'HFH

1RQOIDUP QROQURVYICHP WRDWHYLGHQWLDO ORDQV DUH XQGHUZULWWHQ SULPDULO\ EDVHG
7KHVH ORDQV PD\ EH PRUH DGYHUVHO\ DIIHFWHG E\ FRQGLWLRQV LQ WKH UHDO HVWDWH PDU|
WKURXJKRXW /RXLVLDQD DQG 7H[DV DQG DUH JHQHUDOO\ GLYHUVH LQ WHUPV RI W\SH 7KLV ¢
LQGXVWU\

1RQIDUP QRQUHVLGHQWLDO ORDQV LQFUHDVHG PLOOLRQ RU WR PLOOLRQ DV RI

2WKHU ORDQ2MDXVWAKNIRDWHYRULHY RI ORDQV LQFOXGHG LQ RXU ORDQ SRUWIROLR LQFOXGH
WKHLU RSHUDWLRQV PXOWL IDPLO\ UHVLGHQWLDO ORDQV DQG FRQVXPHU ORDQV 1RQH RI W




7DEOH RI &RQWHQWYV

7KH FRQWUDFWXDO PDWXULW\ UDQJHV RI ORDQV LQ RXU ORDQ SRUWIROLR DQG WKH DPRX
LQGLFDWHG DUH VXPPDUL]HG LQ WKH IROORZLQJ WDEOHYV

$V Rl '"HFHPEHU

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

"ROODUV LQ WKRXVDQGV
&RPPHUFLDO
5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU
7RWDO ORDQV KHOG IRU LQYHVWPHQW
$PRXQWYV ZLWK IL[HG UDWHYV
$PRXQWV ZLWK IORDWLQJ UDWHYV

$V Rl '"HFHPEHU

2QH
2QH <HDU 7TKURXJK $IWHU )LYH
RU /HVV )LYH <HDUV <HDUV 7RWDO

"ROODUV LQ WKRXVDQGV
&RPPHUFLDO
5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
&RQVXPHU
7RWDO ORDQV KHOG IRU LQYHVWPHQW
$PRXQWYV ZLWK IL[HG UDWHYV
$PRXQWV ZLWK IORDWLQJ UDWHYV

1RQSHUQR WBRLY HWYV

/RDQV DUH FRQVLGHUHG SDVW GXH LI WKH UHTXLUHG SULQFLSDO DQG LQWHUHVW SD\PHC
RQ QRQDFFUXDO VWDWXV ZKHQ LQ PDQDJHPHQWYTV RSLQLRQ WKH ERUURZHU PD\ EH XQDEOH
UHJXODWRU\ SURYLVLRQV /RDQV PD\ EH SODFHG RQ QRQDFFUXDO VWDWXV UHJDUGOHVV RI
GLVFRQWLQXHG DOO XQSDLG DFFUXHG LQWHUHVW LV JHQHUDOO\ UHYHUVHG ,QWHUHVW LQF
SULQFLSDO GXH RU LQWHUHVW PD\ EH UHFRJQL]JHG RQ D FDVK EDVLV DV ORQJ DV WKH UHPDL
ZKHQ DOO WKH SULQFLSDO DQG LQWHUHVW DPRXQWY FRQWUDFWXDOO\ GXH DUH EURXJKW FX




7DEOH RI &RQWHQWYV

‘H KDYH VHYHUDO SURFHGXUHV LQ SODFH WR DVVLVW LQ PDLQWDLQLQJ WKH RYHUDOO TXI
E\ RXU EDQNHUV DQG ZH DOVR PRQLWRU RXU GHOLQTXHQF\ OHYHOV IRU DQ\ QHJDWLYH RU D!
EHFRPH VXEMHFW WR LQFUHDVLQJ SUHVVXUHV IURP GHWHULRUDWLQJ ERUURZHU FUHGLW GXF

‘H EHOLHYH RXU FRQVHUYDWLYH OHQGLQJ DSSURDFK DQG IRFXVHG PDQDJHPHQW RI QRQ¢
SUREOHP DVVHWYV :H KDG PLOOLRQ DQG PLOOLRQ LQ QRQSHUIRUPLQJ DVVHWYV DV RI '"HF
ORDQV DV RI '"HFHPEHU FRPSDUHG WR PLOOLRQ DV RI '"HFHPEHU 7KH GHFUHDVH |
SULPDULO\ GXH WR WKH UHGXFWLRQ LQ QRQDFFUXDO ORDQV DQG ORDQV SDVW GXH RU PRU

7KH IROORZLQJ WDEOH SUHVHQWYV LQIRUPDWLRQ UHJDUGLQJ QRQSHUIRUPLQJ ORDQV DW V

$V RI DQG IRU WKH <HDU (Q
"HFHPEHU "HFHPEHU

'ROODUV LQ '"ROODUV LQ
WKRXVDQGV WKRXVDQGV

1RQDFFUXDO ORDQV

$FFUXLQJ ORDQV RU PRUH GD\V SDVW GXH
7RWDO QRQSHUIRUPLQJ ORDQYV
5HSRVVHVVHG DVVHWYV

2WKHU UHDO HVWDWH RZQHG

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

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

$V RI DQG IRU WKH <HDU ((
'"HFHPEHU '"HFHPEHU

'ROODUV LQ 'ROODUV LQ
WKRXVDQGV WKRXVDQGV

1RQDFFUXDO ORDQV E\ FDWHJRU\
5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO 2 2
1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU

7TRWDO




7DEOH RI &RQWHQWYV
SRWHQWLDO 3UREOHP /RDQV

JURP D FUHGLW ULVN VWDQGSRLQW ZH FODVVLI\ ORDQV LQ RQH RI IRXU FDWHJRULHV SD
7KH FODVVLILFDWLRQV RI ORDQV UHIOHFW D MXGJPHQW DERXW WKH ULVNV RI GHIDXOW DQG
LV EHOLHYHG WR EH LQKHUHQW LQ HDFK FUHGLW 2XU PHWKRGRORJ\ LV VWUXFWXUHG VR WKI
FRUUHVSRQGLQJ LQFUHDVH LQ ULVN RI ORVV RU GHFUHDVHG LQ DFFRUGDQFH ZLWK LPSURYH

&UHGLWY UDWHG VSHFLDO PHQWLRQ VKRZ FOHDU VLJQV RI ILQDQFLDO ZHDNQHVVHV RU G
ZH JHQHUDOO\ H[SHFW WR H[SHULHQFH VLJQLILFDQW ORVV ZLWKLQ WKH VKRUW WHUP 6XFK FL
H[SRVXUH LV QRW DV SURPLQHQW DV FUHGLWY ZLWK D ORZHU UDWLQJ

&UHGLWY UDWHG VXEVWDQGDUG DUH WKRVH LQ ZKLFK WKH QRUPDO UHSD\PHQW RI SULQF
GHYHORSPHQWY RI D ILQDQFLDO PDQDJHULDO HFRQRPLF RU SROLWLFDO QDWXUH RU LPSRUW
GLVWLQFW SRVVLELOLW\ 3URPSW FRUUHFWLYH DFWLRQ LV WKHUHIRUH UHTXLUHG WR UHGXFF
H[SRVXUH EHFRPHY PRUH OLNHO\ LQ VXFK FUHGLWY DQG D VHULRXVY HYDOXDWLRQ RI WKH VHI

&UHGLWY UDWHG GRXEWIXO KDYH DOO WKH ZHDNQHVVHY LQKHUHQW LQ WKRVH UDWHG V>
OLTXLGDWLRQ LQ IXO0 RQ WKH EDVLV RI FXUUHQWO\ H[LVWLQJ IDFWV FRQGLWLRQV DQG YD

7KH IROORZLQJ WDEOHV VXPPDUL]JH RXU LQWHUQDO UDWLQJV RI RXU ORDQV KHOG IRU LQY
$V RI '"HFHPEHU

3DVV 6SHFLDO OHQWXXERWYWDQGDU®RXEWIXO 7TRWDO
'ROODUV LQ WKRXVDQGV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
Y)DUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO 2 2
1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU

7TRWDO

$V Rl '"HFHPEHU
3DVV 6SHFLDO OH@GWERWDQGDURBXEWIXO 7RWDO
'ROODUV LQ WKRXVDQGV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
)DUPODQG
IDPLO\ UHVLGHQWLDO
0OXOWL IDPLO\ UHVLGHQWLDO 2 2
1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO

$OORZDQFH IRU /RDQ /RVVHV

‘H PDLQWDLQ DQ DOORZDQFH IRU ORDQ ORVVHV WKDW UHSUHVHQWY PDQDJHPHQWY{V EHVV
WKH DOORZDQFH IRU ORDQ ORVVHV ZH HVWLPDWH ORVVHV RQ VSHFLILF ORDQV RU JURXSV F
EDODQFH RI WKH DOORZDQFH IRU ORDQ ORVVHV LV EDVHG RQ LQWHUQDOO\ DVVLJQHG ULVN F
RYHUDOO SRUWIROLR TXDOLW\ LQGXVWU\ FRQFHQWUDWLRQV GHOLQTXHQF\ WUHQGV FXUUH
KLVWRULFDO ORDQ ORVV UDWHV )RU DGGLWLROTRWIGWVFROVERERR D RXQ P H B RBLRHO/R $0 GGROAHIDQ




7DEOH RI &RQWHQWYV

,Q FRQQHFWLRQ ZLWK RXU UHYLHZ RI WKH ORDQ SRUWIROLR ZH FRQVLGHU ULVN HOHPHQ'
LQGLYLGXDO ORDQV 6RPH RI WKH ULVN HOHPHQWY ZH FRQVLGHU LQFOXGH

t

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

IRU FRPPHUFLDO PRUWJDJH ORDQV DQG PXOWLIDPLO\ UHVLGHQWLDO ORDQV WKH GHEW
FRPSDUHG WR ORDQ SD\PHQW UHTXLUHPHQWYV RSHUDWLQJ UHVXOWYV RI WKH RZQHU L
FRQGLWLRQ RI WKH FROODWHUDO DQG WKH YRODWLOLW\ RI LQFRPH SURSHUW\ YDOXH

IRU IDPLO\ UHVLGHQWLDO PRUWJDJH ORDQV WKH ERUURZHUfV DELOLW\ WR UHSD\ W
LQFRPH VWDELOLW\ WKH ORDQ WR YDOXH UDWLR DQG WKH DJH FRQGLWLRQ DQG PDUN

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

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




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY DV RI DQG IRU WKH SHULRGY LQGLFDWHG DQ DQDO\VL
$V RI DQG IRU WKH <HDU (QC

'"HFHPEHU '"HFHPEHU
'ROODUV LQ WKRXOVODQWBW LQ WKE

$YHUDJH ORDQV RXWVWDQGLQJ
*URVV ORDQV KHOG IRU LQYHVWPHQW RXWVWDQGLQJ DW HOG RI SHULRG
$O0ORZDQFH IRU ORDQ ORVVHV DW EHJLQQLQJ RI SHULRG
3URYLVLRQ IRU ORDQ ORVVHYV
&KDUJH RIIV
5HDO HVWDWH
&RQVWUXFWLRQ ODQG DQG IDUPODQG
5HVLGHQWLDO

1RQIDUP QRQ UHVLGHQWLDO 2
&RPPHUFLDO 2
&RQVXPHU

7RWDO FKDUJH RIIV
5HFRYHULHYV
5HDO HVWDWH
&RQVWUXFWLRQ ODQG DQG IDUPODQG 2
5HVLGHQWLDO
1RQIDUP QRQ UHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO UHFRYHULHV
1HW FKDUJH RIIV UHFRYHULHV
$0O0ORZDQFH IRU ORDQ ORVVHV DW HQG RI SHULRG
5DWLR RI DOORZDQFH WR HQG RI SHULRG ORDQV KHOG IRU LQYHVWPHQW
5DWLR Rl QHW FKDUJH RIIV UHFRYHULHVY WR DYHUDJH ORDQV

([FOXGLQJ ORDQV KHOG IRU VDOH

$OWKRXJIJK ZH EHOLHYH WKDW ZH KDYH HVWDEOLVKHG RXU DOORZDQFH IRU ORDQ ORVVHV
SURYLGH IRU NQRZQ DQG LQKHUHQW ORVVHV LQ WKH SRUWIROLR DW DOO WLPHV VKRZQ DERY
SRUWIROLR ,I ZH H[SHULHQFH HFRQRPLF GHFOLQHV RU LI DVVHW TXDOLW\ GHWHULRUDWHV PI




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH VKRZV WKH DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHYV DI
DOORFDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHV DV VKRZQ LQ WKH WDEOH VKRXOG QHLWI
LQ IXWXUH SHULRGV ZLOO QHFHVVDULO\ RFFXU LQ WKHVH DPRXQWVY RU LQ WKH LQGLFDWHG S

$V RI '"HFHPEHU $V Rl '"HFHPEHU
SHUFHQW BHUFHQW
$PRXQW WR 7RWDO $PRXQW WR 7RWDO
"ROODUV LQ "ROODUV LQ
WKRXVDQGYV WKRXVDQGYV

5HDO HVWDWH
&RQVWUXFWLRQ DQG ODQG
Y)DUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
7RWDO UHDO HVWDWH
&RPPHUFLDO
&RQVXPHU

7TRWDO DOORZDQFH IRU ORDQ ORVVHYV

6HFXULWLHV

:H XVH RXU VHFXULWLHY SRUWIROLR WR SURYLGH D VRXUFH RI OLTXLGLW\ DQ DSSURSULLCL
DQG PHHW UHJXODWRU\ FDSLWDO UHTXLUHPHQWYV $V RI '"HFHPEHU WKH FDUU\LQJ DPRXQ'
FRPSDUHG WR PLOOLRQ DV RI '"HFHPEHU 6HFXULWLHY UHSUHVHQWHG DQG

2XU LQYHVWPHQW SRUWIROLR FRQVLVWY HQWLUHO\ RI VHFXULWLHYVY FODVVLILHG DV DYDL
XQUHDOL]HG JDLQ RU ORVV DQG DQ\ JDLQ RU ORVV LV UHSRUWHG RQ DQ DIWHU WD[ EDVLV D\
WDEOHV VXPPDUL]H WKH DPRUWL]JHG FRVW DQG HVWLPDWHG IDLU YDOXH RI LQYHVWPHQW VHF

$V Rl '"HFHPEHU

*URVV *URVV
$PRUWL]HG 8QUHDOL]H@QUHDOL]HG
&RVW *DLQV /RVVHV )DLU 9DOXI

'ROODUV LQ WKRXVDQGV
8 6 JRYHUQPHQW DJHQFLHYV
&RUSRUDWH ERQGYV
ORUWJDJH EDFNHG VHFEXULWLHV
OXQLFLSDO VHFXULWLHV

7TRWDO

$V Rl '"HFHPEHU

*URVV *URVYV
$PRUWL]HG 8QUHDOL]H@QUHDOL]HG
&RVW *DLQV /IRVVHV  )DLU 9DOXI

"ROODUV LQ WKRXVDQGYV
86 JRYHUQPHQW DJHQFLHYV

&RUSRUDWH ERQGYV

ORUWJIDJH EDFNHG VHFXULWLHYV

OXQLFLSDO VHFXULWLHYV

7TRWDO




7DEOH RI &RQWHQWYV

$00 RI RXU PRUWJDJH EDFNHG VHFXULWLHY DUH DJHQF\ VHFXULWLHY :H GR QRW KROG D(
REOLJDWLRQVY FROODWHUDOL]JHG ORDQ REOLJDWLRQV VWUXFWXUHG LQYHVWPHQW YHKLFOHV
RXU LOQYHVWPHQW SRUWIROLR $V RI '"HFHPEHU WKH LQYHVWPHQW SRUWIROLR GLG QRW

ODQDJHPHQW HYDOXDWHY VHFEXULWLHYV IRU RWKHU WKDQ WHPSRUDU\ LPSDLUPHQW DW OH
ZDUUDQW VXFK DQ HYDOXDWLRQ

7KH IROORZLQJ WDEOHV VHW IRUWK WKH IDLU YDOXH PDWXULWLHY DQG DSSUR[LPDWHG Z
DPRUWL]HG FRVW RI WKH VHFXULWLHY SRUWIROLR DV RI WKH GDWHV LQGLFDWHG 7KH FRQWL
PRUWJDJH PDWXUHV

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

8 6 JRYHUQPHQW
DJHQFLHV
&RUSRUDWH ERQGV 2 2
ORUWJDJH EDFNHG
VHFEXULWLHV
OXQLFLSDO
VHFEXULWLHV

7TRWDO

$V RI 'HFHPEHU
$IWHU 2QH <HDU
LWKLQ 2QH EXW $IWHU )LYH <HDUV EXWIWHU 7HQ
<HDU :LWKLQ )LYH <HDUV.LWKLQ 7HQ <HDUV <HDUV 7RWDO
$PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG $PRXQW <LHOG 7RWDO <LHOG
"ROODUV LQ WKRXVDQGYV

8 6 JRYHUQPHQW

DJHQFLHV 2 2
&RUSRUDWH ERQBYV 2 2 2
ORUWJDJH EDFNHG

VHFXULWLHV
OXQLFLSDO

VHFXULWLHV

7TRWDO

7KH FRQWUDFWXDO PDWXULW\ RI PRUWJDJH EDFNHG VHFXULWLHY FROODWHUDOL]HG PRU\
OLIH EHFDXVH ERUURZHUVY KDYH WKH ULJKW WR SUHSD\ WKHLU REOLJDWLRQV DW DQ\ WLPH
SULQFLSDO DPRXQWY DQG DUH EDFNHG E\ SRROV RI PRUWJDJH ORDQV DQG RWKHU ORDQV ZLV
VLIQLILFDQWO\ GXH WR WKH DELOLW\ RI D ERUURZHU WR SUH SD\ ORQWKO\ SD\ GRZQV RQ PR
GLIITHUHQW WKDQ WKH VWDWHG FRQWUDFWXDO PDWXULW\ 'XULQJ D SHULRG RI LQFUHDVLQJ L
SUHSD\PHQWYV RI SULQFLSDO DQG FRQVHTXHQWO\ WKH DYHUDJH OLIH RI WKLYV VHFEXULW\ ZLO
VKRUWHQLQJ WKH HVWLPDWHG OLIH RI WKLV VHFXULW\ 7KH ZHLJKWHG DYHUDJH OLIH RI RXU 1
DV RI '"HFHPEHU

$V RI '"HFHPEHU DQG ZH GLG QRW RZQ VHFXULWLHV RI DQ\ RQH LVVXHU IRU ZKLF
VKDUHKROGHUVY HTXLW\ DV RI VXFK UHVSHFWLYH GDWHYV




7DEOH RI &RQWHQWYV
'"HSRVLWYV

‘H RITHU D YDULHW\ RI GHSRVLW DFFRXQWY KDYLQJ D ZLGH UDQJH RI LQWHUHVW UDWHV D
SULPDULO\ RQ FRPSHWLWLYH SULFLQJ SROLFLHVY FRQYHQLHQW ORFDWLRQV DQG SHUVRQDOL

7TRWDO GHSRVLWYV DV RI '"HFHPEHU ZHUH ELOOLRQ DQ LQFUHDVH RI PLOOLRQ RI
IRQLQWHUHVW EHDULQJ GHSRVLWYV DV RI '"HFHPEHU ZHUH PLOOLRQ FRPSDUHG WR
$YHUDJH GHSRVLWYV IRU WKH \HDU HQGHG 'HFHPEHU ZHUH ELOOLRQ DQ LQFUHDVH
'"HFHPEHU RI ELOOLRQ 7KH DYHUDJH UDWH SDLG RQ WRWDO LQWHUHVW EHDULQJ GHS
IRU WKH \HDU HQGHG 'HFHPEHU 7KH LQFUHDVH LQ DYHUDJH UDWHYV ZDV GULYHQ E\
FHUWLILFDWHY RI GHSRVLW LQ RUGHU WR LPSURYH OLTXLGLW\ ,Q DGGLWLRQ WKH VWDELOL
FRVW RI GHSRVLWV WR IRU WKH \HDU HQGHG 'HFHPEHU DQG IRU WKH \HDU HQGHG

7KH IROORZLQJ WDEOH SUHVHQWYV WKH GDLO\ DYHUDJH EDODQFHY DQG ZHLJKWHG DYHUD

)RU WKH <HDU (QGHG )RU WKH <HDU (QGHG
"HFHPEHU '"HFHPEHU
$YHUDJH  $YHUDJH $YHUDJH  $YHUDJH
%DODQFH  5DWH %DODQFH  5DWH

"ROODUV LQ WKRXVDQGYROODUV LQ WKRXVD

,OWHUHVW EHDULQJ GHPDQG DFFRXQWYV

1HJRWLDEOH RUGHU RI ZLWKGUDZDO 312:° DFFRXQWV

/LPLWHG DFFHVV PRQH\ PDUNHW DFFRXQWYVY DQG VDYLQJV

&HUWLILFDWHY DQG RWKHU WLPH GHSRVLWV ! N

&HUWLILFDWHY DQG RWNKHU WLPH GHSRVLWV
7RWDO LQWHUHVW EHDULQJ GHSRVLWYV

1RQLQWHUHVW EHDULQJ GHPDQG DFFRXQWYV 2 2
7RWDO GHSRVLWYV

7KH UDWLR RI DYHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWY WR DYHUDJH WRWDO GHSRVLW




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH VHWV IRUWK WKH FRQWUDFWXDO PDWXULWLHYVY RI FHUWDLQ FHUWLI

&HUWLILFDWHV RI
&HUWLILFDWHYVY 'RISRVLW RI
'"HSRVLW
ORUH 7KDQ 7TKURXJK

'ROODUV LQ WKRXVDQGV
PRQWKY RU OHVV

ORUH WKDQ PRQWKYVY EXW OHVV WKDQ PRQWKYV
ORUH WKDQ PRQWKY EXW OHVV WKDQ PRQWKYV
PRQWKYV RU PRUH

7TRWDO

%RUURZLQJV

‘H XWLOL]H VKRUW WHUP DQG ORQJ WHUP ERUURZLQJV WR VXSSOHPHQW GHSRVLWYV WR IX
WR SHULRGLFDOO\ UHSXUFKDVH RXWVWDQGLQJ VKDUHV RI RXU FRPPRQ VWRFN DQG IRU JHQF

)+/% DGWODAKMH )+/% DOORZV XV WR ERUURZ RQ D EODQNHW IORDWLQJ OLHQ VWDWXYV FROOD\

WRWDO ERUURZLQJ FDSDFLW\ RI PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ ZDV DYDLODE
RXWVWDQGLQJ ZLWK D ZHLJKWHG DYHUDJH VWDWHG LQWHUHVW UDWH RI DV RI '"HFHPEHU
ZLWKLQ ILYH \HDUV :H XWLOL]J]H WKHVH ERUURZLQJV WR PHHW OLTXLGLW\ QHHGY DQG WR IXQC

7KH IROORZLQJ WDEOH SUHVHQWYV RXU )+/% ERUURZLQJY DW WKH GDWHYV LQGLFDWHG

)+1%
$GYDQFHV
"ROODUV LQ
TKRXVDQGV

'"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

6XERUGLQDWHG 1RWH 3XUFKDVH $JURHAARKPREHWB XERDIG LYUWHEG VRERUGLQDWHG QRWHV LQ

VXERUGLQDWHG QRWHY EHDU D IL[HG UDWH RI LQWHUHVW DW XQWLO '"HFHPEHU DQG
'"HFHPEHU DQG ZDV PLOOLRQ 7KLV VXERUGLQDWHG QRWHYV ZHUH LVVXHG IRU WKFE
IDWLRQDO %DQNHUV %DQN 3)1%%" IRU JHQHUDO FRUSRUDWH SXUSRVHV DQG WR SURYLGH 71

EHIJLQQLQJ LQ




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH SUHVHQWY WKH 6XERUGLQDWHG 'HEW DW WKH GDWHV LQGLFDWHC
6 XERUGLQDWHG "HEW

'ROODUV LQ
7TKRXVDQGV

'"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

1% % UHYROYLQI%% PODQRAY XV WR ERUURZ RQ D UHYROYLQJ EDVLV XS WR PLOOLRQ 7|
E\' D SOHGJH RI DQG VHFXULW\ LOWHUHVW LQ WKH FRPPRQ VWRFN RI RXU ZKROO\ RZQHG VXEVI
UHVSHFWLYHO\ 7KLV OLQH RI FUHGLW FDUULHVY D YDULDEOH LQWHUHVW UDWH HTXDO WR V
UHSXUFKDVLQJ VKDUHV RI RXU FRPPRQ VWRFN IURP FHUWDLQ RI RXU VKDUHKROGHUYV DQG IR

&RUUHVSRQGHQW %DQN )HGHUDO )XQGV 3XUFKDVHG 5HODWLRQVKLSYV
‘H PDLQWDLQ )HGHUDO )XQGV 3XUFKDVHG 5HODWLRQVKLSV ZLWK WKH IROORZLQJ ILQDQFLD

YHG )XQGV
3XUFKDVHG
"/ROODUV LQ
7KRXVDQGYV

Y1%%

&RPSDVV %DQN

7KH ,QGHSHQGHQW %DQNHUV %DQN

JLUVW +RUL]JRQ %DQN

6HUYLV)LUVW %DQN

&HQWHUBWDWH %DQN

7RWDO




7DEOH RI &RQWHQWYV
7KH IROORZLQJ WDEOH UHSUHVHQWY FRPELQHG JHGHUDO )XQGV 3XUFKDVHG IRU DOO UHO
YHG )XQGV

3XUFKDVHG
'ROODUYV LQ

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

$YHUDJH EDODQFH RXWVWDQGLQJ GXULQJ WKH \HDU
HLJKWHG DYHUDJH LQWHUHVW UDWH GXULQJ WKH \HDU

ILTXLGLW\ DQG &DSLWDO 5HVRXUFHV
/ILTXLGLW\

/ILTXLGLW\ LQYROYHV RXU DELOLW\ WR XWLOL]JH IXQGY WR VXSSRUW DVVHW JURZWK DQG
REOLJDWLRQV WR PDLQWDLQ UHVHUYH UHTXLUHPHQWY DQG RWKHUZLVH WR RSHUDWH RQ DQ

OLTXLGLW\ QHHGYVY ZHUH SULPDULO\ PHW E\ FRUH GHSRVLWYV VHFXULW\ DQG ORDQ PDWXUI
GHSRVLWYV SXUFKDVHG IXQGV IURP FRUUHVSRQGHQW EDQNV DQG RYHUQLJKW DGYDQFHV IURF
RFFDVLRQ WR WDNH DGYDQWDJH RI LQYHVWPHQW RSSRUWXQLWLHY ZH GR QRW JHQHUDOO\ U}
VL[ OLQHV RI FUHGLW ZLWK FRPPHUFLDO EDQNV ZKLFK SURYLGH IRU HIWHQVLRQV RI FUHGLW ZL
'"HFHPEHU DQG UHVSHFWLYHO\ 7KHUH ZHUH QR IXQGYV XQGHU WKHVH OLQHV RI FUHGL




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH LOOXVWUDWHY GXULQJ WKH SHULRGY SUHVHQWHG WKH PL[ RI R>
SHUFHQWDJH RI DYHUDJH WRWDO DVVHWYV IRU WKH SHULRG LQGLFDWHG $YHUDJH DVVHWV WR'
UHVSHFWLYHO\

)RU WKH <HDU (QG@RAEWKH <HDU (QGHG
"HFHPEHU "HFHPEHU

6RXUFHV RI )XQGV
"HSRVLWV
1RQLQWHUHVW EHDULQJ
,QWHUHVW EHDULQJ
6XERUGLQDWHG GHEW
$GYDQFHV IURP )+/%
2WKHU ERUURZLQJV
2WKHU OLDELOLWLHYV
6KDUHKROGHUVY HTXLW\

7RWDO
8VHV RI )XQGV
/IRDQV
6HFXULWLHY DYDLODEOH IRU VDOH
,QWHUHVW EHDULQJ GHSRVLWVY LQ RWKHU EDQNYV
2WKHU QRQLQWHUHVW HDUQLQJ DVVHWYV
7RWDO
$YHUDJH QRQLQWHUHVW EHDULQJ GHSRVLWYV WR DYHUDJH GHSRVLWYV
$YHUDJH ORDQV WR DYHUDJH GHSRVLWYV

2XU SULPDU\ VRXUFH RI IXQGV LV GHSRVLWY DQG RXU SULPDU\ XVH RI IXQGV LV ORDQV
IRUHVHHDEOH IXWXUH 2XU DYHUDJH ORDQV LQFUHDVHG IRU WKH \HDU HQGHG 'HFHPEHU
56%, DQG RUJDQLF JURZWK :H SUHGRPLQDQWO\ LQYHVW H[FHVV GHSRVLWY LQ RYHUQLJKW G
RU RWKHU VKRUW WHUP OLTXLG LQYHVWPHQWY XQWLO QHHGHG WR IXQG ORDQ JURZWK 2XU V

PRQWKY DV RI '"HFHPEHU DQG D ZHLJKWHG DYHUDJH OLIH RI \HDUV DQG DQ HIIHFWIL
$V Rl '"HFHPEHU ZH KDG RXWVWDQGLQJ PLOOLRQ LQ FRPPLWPHQWYV WR H[WHQG F
VWDQGE\ DQG FRPPHUFLDO OHWWHUV Rl FUHGLW $V RI '"HFHPEHU ZH KDG RXWVWDQGLQJ

DVVRFLDWHG ZLWK RXWVWDQGLQJ VWDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW %HFDXVF
H[SLUH XQXVHG WKH WRWDO RXWVWDQGLQJ PD\ QRW QHFHVVRULGD WHQG H FOE MEKWZ, IRUP DG 1L X
LQIRUPDWLRQ

$V RI '"HFHPEHU ZH KDG QR H[SRVXUH WR IXWXUH FDVK UHTXLUHPHQWY DVVRFLDWH(
'"HFHPEHU ZH KDG FDVK DQG FDVK HTXLYDOHQWYV RI PLOOLRQ FRPSDUHG WR PLOOL

&DSLWDO 5HVRXUFHV
7TRWDO VKDUHKROGHUVY HTXLW\ LQFUHDVHG WR PLOOLRQ DV RI '"HFHPEHU FRPSDU

7KLV LQFUHDVH ZDV SULPDULO\ GXH WR PLOOLRQ LQ QHW LQFRPH DQG PLOOLRQ LQ \
LQ SDLG GLYLGHQGYV




7DEOH RI &RQWHQWYV

2Q -DQXDU\ RXU %RDUG RI 'LUHFWRUVY GHFODUHG D TXDUWHUO\ GLYLGHQG EDVHG X¢
WKH DPRXQW RI SHU VKDUH WR WKH FRPPRQ VKDUHKROGHUV RI UHFRUG DV RI )HEUXDU\

7KH GHFODUDWLRQ DQG SD\PHQW RI GLYLGHQGYV WR RXU VKDUHKROGHUV DV ZHOO DV Wk
UHVXOWY RI RSHUDWLRQV ILQDQFLDO FRQGLWLRQ FDSLWDO OHYHOV FDVK UHTXLUHPHQWYV

FRPSDQ\ RXU DELOLW\ WR SD\ GLYLGHQGV LV ODUJHO\ GHSHQGHQW XSRQ WKH UHFHLSW RI GI
DQG SD\ bQ\ GLYLGHQGYV WR RXU VKDUHKROGHUYV

&DSLWDO PDQDJHPHQW FRQVLVWYVY RI SURYLGLQJ HTXLW\ WR VXSSRUW FXUUHQW DQG IXW.
LOQVWLWXWLRQTV ILQDQFLDO VRXQGQHVV $V D JHQHUDO PDWWHU )',& LQVXUHG GHSRVLWRU\
UHODWLYH WR WKH DPRXQW DQG W\SHV RI DVVHWV WKH\ KROG :H DUH VXEMHFW WR UHJXOD'
'"HFHPEHU DQG ZH DQG E %%$1. ZHUH LQ FRPSOLDQFH ZLWK DOO DSSOLFDEOH UHJXODW
IRU SXUSRVHV RI WKH SURPSW FRUUHFWLYH DFWLRQ UHJXODWLRQV $V ZH HPSOR\ RXU FDSLV

GHSHQGLQJ RQ RXU OHYHO RI HDUQLQJV +RZHYHU ZH H[SHFW WR PRQLWRU DQG FRQWURO RX
DSSOLFDEOH WR XV

7KH IROORZLQJ WDEOH SUHVHQWY WKH DFWXDO FDSLWDO DPRXQWY DQG UHJXODWRU\ FD¢
$V Rl '"HFHPEHU $V Rl '"HFHPEHU

$PRXQW 5DWLR $PRXQW 5DWLR
'ROODUV LQ WKRXVDQGV

%XVLQHVV )LUVW %DQFVKDUHV ,QF
7TRWDO 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

E %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 VXERUGLQDWHG GHEW SOHDVH UHIHU WR 3%RUURZLQJV’




7DEOH RI &RQWHQWYV
&RQWUDFWXDO 2EOLJDWLRQV

7KH IROORZLQJ WDEOH VXPPDUL]JHV FRQWUDFWXDO REOLJDWLRQVY DQG RWKHU FRPPLWPHOQ\
PDWXULW\ GHSRVLW REOLJDWLRQV ZKLFK LQFOXGH IXWXUH FDVK SD\PHQWYV DVVRFLDWHG Z
UHYROYLQJ OLQH RI FUHGLW DQG QRQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV 3D\PHQWYV
$GYDQFHV IURP WKH )+/% WRWDOHG DSSUR[LPDWHO\ PLOOLRQ DQG PLOOLRQ DV RI "HFHP
)+/% DGYDQFHV ZHUH FROODWHUDOL]HG E\ D EODQNHW IORDWLQJ OLHQ RQ FHUWDLQ VHFXULW
PDWXULWLHY UDQJLQJ IURP WKURXJK 7KH VXERUGLQDWHG GHEW WRWDOHG PLOOLR
IL[HG UDWH RI WKURXJK '"HFHPEHU DQG D IORDWLQJ UDWH EDVHG RQ D EHQFKPDUN
OLQH RI FUHGLW ZLWK )1%% KDG QR RXWVWDQGLQJ EDODQFH DW ERWK 'HFHPEHU DQG
FRPPRQ VWRFN RXU ZKROO\ RZQHG VXEVLGLDU\ E %$1. DQG FDUULHG LQWHUHVW DW D YDULD

$V RI '"HFHPEHU
ORUH WKDQ \HDUV RU
\HDU EXW ORMHRAWH EXW OHVW DUV
\HDU RU OWKYQ \HDWWKDQ \HDUWU PRUH 7RWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV

7LPH GHSRVLWYV 2
$GYDQFHV IURP )+/% 2
6XERUGLQDWHG GHEW 2 2 2
6HFXULWLHVY VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH 2 2
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW 2
&RPPLWPHQWY WR H[WHQG FUHGLW

7TRWDO

$V RI '"HFHPEHU
ORUH WKDQ \HDUV RU
\HDU EXW ORMHRAWH EXW OHVW DUV
\HDU RU OWXYVQ \HDWWKDQ \HDUWU PRUH 7TRWDO
'ROODUV LQ WKRXVDQGV

1RQ FDQFHODEOH IXWXUH RSHUDWLQJ OHDVHV

7LPH GHSRVLWYV 2
$GYDQFHV IURP )+/% Z 2
6XERUGLQDWHG GHEW 2 2 2
6HFXULWLHYVY VROG XQGHU DJUHHPHQWY WR UHSXUFKDVH 2 8
6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW 2 2
&RPPLWPHQWY WR H[WHQG FUHGLW

7TRWDO

21l %DODQFH 6KHHW ,WHPV

,Q WKH QRUPDO FRXUVH RI EXVLQHVV ZH HOQWHU LQWR YDULRXV WUDQVDFWLRQV ZKLFK |
HQWHU LQWR WKHVH WUDQVDFWLRQV WR PHHW WKH ILQDQFLQJ QHHGV RI RXU FXVWRPHUV 7
Rl FUHGLW ZKLFK LQYROYH WR YDU\LQJ GHJUHHV HOHPHQWV RI FUHGLW ULVN DQG LQWHUHYV

2XU FRPPLWPHQWY DVVRFLDWHG ZLWK RXWVWDQGLQJ VWDQGE\ DQG FRPPHUFLDO OHWWHL
LQGLFDWHG DUH VXPPDUL]HG EHORZ %HFDXVH FRPPLWPHQWY DVVRFLDWHG ZLWK OHWWHUV R
QHFHVVDULO\ UHIOHFW WKH DFWXDO IXWXUH FDVK IXQGLQJ UHTXLUHPHQWYV

$V RI '"HFHPEHU
ORUH WKDQ \HDUV RU
\HDU EXW ORMHRWH EXW OHVW DUV
\HDU RU OWKYQ \HDWKDQ \HDUWU PRUH 7TRWDO
'ROODUV LQ WKRXVDQGYV
2

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




7DEOH RI &RQWHQWYV

$V RI '"HFHPEHU
ORUH WKDQ \HDUV RU
\HDU EXW ORMR/WH EXW OHVWDUV
\HDU RU OWXYWQ \HDWWKDQ \HDUWU PRUH 7RWDO
'ROODUV LQ WKRXVDQGV
2 2

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

7TRWDO

6WDQGE\ DQG FRPPHUFLDO OHWWHUV RI FUHGLW DUH FRQGLWLRQDO FRPPLWPHQWYV LVVXF
QRQSHUIRUPDQFH E\ WKH FXVWRPHU ZH KDYH ULJKWV WR WKH XQGHUO\LQJ FROODWHUDO ZK
UHFHLYDEOHV FDVK DQG RU PDUNHWDEOH VHFXULWLHY 7KH FUHGLW ULVN WR XV LQ LVVXLQ.
FXVWRPHUV

&RPPLWPHQWY WR H[WHQG FUHGLW DUH DJUHHPHQWY WR OHQG WR D FXVWRPHU DV ORQJ
JHQHUDOO\ KDYH IL[HG H[SLUDWLRQ GDWHV RU RWKHU WHUPLQDWLRQ FODXVHV DQG PD\ UHTXI
EHLQJ IXOO\ GUDZQ XSRQ WKH WRWDO FRPPLWPHQW DPRXQWYV GLVFORVHG DERYH GR QRW Q
FUHGLWZRUWKLQHVY RQ D FDVH E\ FDVH EDVLVY 7KH DPRXQW RI FROODWHUDO REWDLQHG LI
HYDOXDWLRQ RI WKH FXVWRPHU

,QWHUHVW 5DWH 6HQVLWLYLW\ DQG ODUNHW 5LVN

$V D ILQDQFLDO LQVWLWXWLRQ RXU SULPDU\ FRPSRQHQW RI PDUNHW ULVN LV LQWHUHVW
ZLWK WKH JXLGHOLQHV IRU HIITHFWLYH IXQGYVY PDQDJHPHQW DQG ZH KDYH HVWDEOLVKHG D PF
RXU VHQVLWLYLW\ SRVLWLRQ ZLWKLQ RXU HVWDEOLVKHG JXLGHOLQHV

JOXFWXDWLRQV LQ LQWHUHVW UDWHYV ZLOO XOWLPDWHO\ LPSDFW ERWK WKH OHYHO RI LQF
LOQOWHUHVW HDUQLQJ DVVHWY DQG LQWHUHVW EHDULQJ OLDELOLWLHV RWKHU WKDQ WKRVH Z
IXWXUH LQWHUHVW UDWH FKDQJHV 7KHVH HFRQRPLF ORVVHV FDQ EH UHIOHFWHG DV D ORVYV
PHDVXUH WKH HIITHFW RQ QHW LQWHUHVW LQFRPH DQG WR DGMXVW WKH EDODQFH VKHHW WR P

:H PDQDJH RXU H[SRVXUH WR LQWHUHVW UDWHVY E\ VWUXFWXULQJ RXU EDODQFH VKHHW 1
OHYHUDJHG GHULYDWLYHVY LQWHUHVW UDWH VZDSV ILQDQFLDO RSWLRQV ILQDQFLDO IXWXU
XSRQ WKH QDWXUH RI RXU RSHUDWLRQV ZH DUH QRW VXEMHFW WR IRUHLJQ H[FKDQJH RU FR

2XU H[SRVXUH WR LQWHUHVW UDWH ULVN LV PDQDJHG E\ WKH DVVHW OLDELOLW\ FRPPLWW
FRPPLWWHH IRUPXODWHY VWUDWHILHY EDVHG RQ DSSURSULDWH OHYHOV RI LQWHUHVW UDWH
LPSDFW RQ HDUQLQJY DQG FDSLWDO RI WKH FXUUHQW RXWORRN RQ LOQWHUHVW UDWHYV SRWI
IDFWRUV 7KH FRPPLWWHH PHHWYV UHJXODUO\ WR UHYLHZ DPRQJ RWKHU WKLQJV WKH VHQVL
DVVHWY DQG OLDELOLWLHVY XQUHDOL]HG JDLQV DQG ORVVHV SXUFKDVH DQG VDOH DFWLYLW
$GGLWLRQDOO\ WKH FRPPLWWHH UHYLHZV OLTXLGLW\ FDVK IORZ IOH[LELOLW\ PDWXULWLHV F
PHWKRGRORJLHVY WR PDQDJH LQWHUHVW UDWH ULVN ZKLFK LQFOXGH DQ DQDO\VLV RI UHODW|
VKRFN VLPXODWLRQ PRGHO




7DEOH RI &RQWHQWYV

‘H XVH LQWHUHVW UDWH ULVN VLPXODWLRQ PRGHOV DQG VKRFN DQDO\VLV WR WHVW WKH
FKDQJHV LQ LOQWHUHVW UDWHVY 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

XVHG DUH LQKHUHQWO\ XQFHUWDLQ DQG DV D UHVXOW WKH PRGHO FDQQRW SUHFLVHO\ PHD'
LOQWHUHVW UDWHY RQ QHW LQWHUHVW LQFRPH $FWXDO UHVXOWY ZLOO GLIIHU IURP WKH PRG
DV FKDQJHY LQ PDUNHW FRQGLWLRQV DQG WKH DSSOLFDWLRQ DQG WLPLQJ Rl YDULRXV PDQD

2Q DW OHDVW D TXDUWHUO\ EDVLV ZH UXQ WZR VLPXODWLRQ PRGHOV LQFOXGLQJ D VWD\
QHW LQWHUHVW LQFRPH DQG IDLU YDOXH RI HTXLW\ IURP FKDQJHYV LQ PDUNHW LQWHUHVW UD
VKRFNHG LQVWDQWDQHRXVO\ EDVHG XSRQ SDUDOOHO DQG QRQ SDUDOOHO \LHOG FXUYH VKL
FRPSDUHG WR D IODW \LHOG FXUYH VFHQDULR 1RQ SDUDOOHO VLPXODWLRQ LQYROYHV DQDO
,QWHUQDO SROLF\ UHJDUGLQJ LQWHUQDO UDWH ULVN VLPXODWLRQV FXUUHQWO\ VSHFLILHV W

VXEVHTXHQW RQH \HDU SHULRG VKRXOG QRW GHFOLQH E\ PRUH WKDQ IRU D EDVLV SRLQVW
SROLF\ UHJDUGLQJ LQWHUHVW UDWH VLPXODWLRQV FXUUHQWO\ VSHFLILHV WKDW IRU LQVWDC(
VXEVHTXHQW RQH \HDU SHULRG VKRXOG QRW GHFOLQH E\ PRUH WKDQ IRU D EDVLV SRLQ

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

$V Rl '"HFHPEHU $V Rl '"HFHPEHU
SHUFHQW &KDQJH3HUFHQW &KDQJH3HUFHQW &KDQJH3HUFHQW &KDQ
&KDQJH LQ ,QWHUHVW LQ 1HW ,QWHUHVWQ )DLU 9DOXH RI LQ 1HW ,QWHUHVWQ )DLU 9DOXH
5DWHV %DVLV 3RLQWYV ,QFRPH (TXLW\ ,QFRPH (TXLW\

%DVH

7KH UHVXOWY DUH SULPDULO\ GXH WR WKH EDODQFH VKHHW PL[ DQG EHKDYLRU RI GHPDQ
WKDW KLVWRULFDOO\ LQWHUHVW UDWHY RQ WKHVH GHSRVLWV FKDQJH PRUH VORZO\ WKDQ
VLPXODWLRQ PRGHO DQG LV JHQHUDOO\ QRW IXOO\ UHIOHFWHG LQ D JDS DQDO\VLV 7KH DVVX
FDQQRW SUHFLVHO\ PHDVXUH IXWXUH QHW LOQWHUHVW LQFRPH RU SUHFLVHO\ SUHGLFW WKH L
IURP WKH PRGHOfV VLPXODWHG UHVXOWYV GXH WR WLPLQJ PDJQLWXGH DQG IUHTXHQF\ RI LQ\
WLPLQJ RI YDULRXV VWUDWHJILHV

,PSDFW RI ,QIODWLRQ
2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG UHODWHG QRWHYV LQFOXGHG HOVHZKFE

PHDVXUHPHQW RI ILQDQFLDO SRVLWLRQ DQG RSHUDWLQJ UHVXOWYVY LQ WHUPV RI KLVWRULFDO
LQIODWLRQ RU UHFHVVLRQ




7DEOH RI &RQWHQWYV

8QOLNH PDQ\ LQGXVWULDO FRPSDQLHYVY VXEVWDQWLDOO\ DOO RI RXU DVVHWY DQG OLDELC
RXU SHUIRUPDQFH WKDQ WKH HIITHFWV RI JHQHUDO OHYHOV RI LQIODWLRQ ,QWHUHVW UDWHV
JRRGY DQG VHUYLFHV +RZHYHU RWKHU RSHUDWLQJ H[SHQVHVY GR UHIOHFW JHQHUDO OHYHO"

1RQ *$$3 )LQDQFLDO OHDVXUHYV

2XU DFFRXQWLQJ DQG UHSRUWLQJ SROLFLHV FRQIRUP WR *$$3 DQG WKH SUHYDLOLQJ SUD
RQ FHUWDLQ DGGLWLRQDO QRQ *$$3 ILQDQFLDO PHDVXUHV :H FODVVLI\ D ILQDQFLDO PHDVXUH
LQFOXGHV DPRXQWY RU LV VXEMHFW WR DGMXVWPHQWY WKDW KDYH WKH HIIHFW RI H[FOXGL
GLUHFWO\ FRPSDUDEOH PHDVXUH FDOFXODWHG DQG SUHVHQWHG LQ DFFRUGDQFH ZLWK *$$3 D
VKHHWY RU VWDWHPHQWYVY RI FDVK IORZV 1RQ *$$3 ILQDQFLDO PHDVXUHV GR QRW LQFOXGH F
XVLQJ H[FOXVLYHO\ HLWKHU ILQDQFLDO PHDVXUHV FDOFXODWHG LQ DFFRUGDQFH ZLWK *$$3 F
ERWK

7KLV GLVFXVVLRQ DQG DQDO\VLVY VHFWLRQ LQFOXGHY FHUWDLQ QRQ *$$3 ILQDQFLDO PHD
VXEVWLWXWH IRU FRPSDUDEOH *$$3 PHDVXUHV 7KHVH PHDVXUHV W\SLFDOO\ DGMXVW LQFRP
WKDW LQ PDQDJHPHQWYTV RSLQLRQ FDQ GLVWRUW SHULRG WR SHULRG FRPSDULVRQV RI %XVLC
PHDVXUHV LQFOXGH UHDOL]HG DQG XQUHDOL]HG JDLQV ORVVHV RQ IRUPHU EDQN SUHPLVHV D
OLPLWHG WR OHJDO FRVWVY V\VWHP FRQYHUVLRQ FRVWY VHYHUDQFH DQG UHWHQWLRQ SD\F
YDOXH DQG VKDUHKROGHUVYT HTXLW\

ODQDJHPHQW EHOLHYHV SUHVHQWDWLRQV RI WKHVH QRQ *$$3 ILQDQFLDO PHDVXUHV SUR’
RI WKH RSHUDWLQJ UHVXOWV RI WKH &RPSDQ\fV FRUH EXVLQHVYVY 7KHVH QRQ *$$3 GLVFORVX
E\ RWKHU FRPSDQLHV <RX VKRXOG XQGHUVWDQG KRZ VXFK RWKHU EDQNLQJ RUJDQL]JDWLRQV
PHDVXUHV ZH KDYH GLVFXVVHG LQ WKLV VWDWHPHQW ZKHQ FRPSDULQJ VXFK QRQ *$$3 ILQDQ

&RUH QHRPIRWDEOH QRQFRUH HYHQWY LPSDFWLQJ HDUQLQJV GXULQJ WKH \HDU HQGHG 'HF
DFTXLVLWLRQ UHODWHG DFWLYLWLHYV LQFOXGLQJ EXW QRW OLPLWHG WR VHYHUDQFH DQG L
ZLWK WKH GLVSRVDO RI IRUPHU EDQN SUHPLVHY DQG HTXLSPHQW ZKLFK LQFOXGHV WKH GHPR:
HQGHG 'HFHPEHU 'H DOVR KDG LQ JDLQV RQ WKH VDOH RI D EDQNLQJ FHQWHU GXU
HDUQLQJV GXULQJ WKH \HDU HQGHG 'HFHPEHU LQFOXGH PLOOLRQ LQ QRQLQWHUHVW |
DVVRFLDWHG ZLWK WKH VDOH RU FORVXUH RI EDQNLQJ FHQWHUV GXULQJ WKH \HDU HQGHG 'HF
VKDUH DZDUGV JUDQWHG WR DOO QRQH[HFXWLYH HPSOR\HHV IRU RXU 1DVGDT OLVWLQJ FRPPH!
ZKLFK H[FOXGHY QRQFRUH LQFRPH DQG H[SHQVHV IRU WKH \HDU HQGHG 'HFHPEHU ZDV
PLOOLRQ RU SHU GLOXWHG VKDUH IRU WKH \HDU HQGHG 'HFHPEHU $V DGMXVWHG

IRU WKH \HDU '"HFHPEHU FRPSDUHG WR DQG IRU WKH \HDU HQGHG 'HFHPEHU




7DEOH RI &RQWHQWYV

JRU WKH <HDU )RU WKH <HDU )RU WKH <HDL
(QGHG (QGHG (QGHG
'"HFHPEHU '"HFHPEHU '"HFHPEHU

"ROODUV LQ WKRXVDQGVYV H[FHSW
&RUH 1HW ,QFRPH
1HW LQFRPH
$GMXVWPHQWYV
1RQLQWHUHVW LQFRPH
6DOH RI LPSDLUHG FUHGLW
7D[ LPSDFW
*DLQV /RVVHV RQ IRUPHU EDQN SUHPLVHY DQG HTXLSPHQW 2
7D[ LPSDFW 2
*DLQV /RVVHY RQ VDOHV RI VHFXULWLHV
7D[ LPSDFW

*DLQV RQ VDOH RI EDQNLQJ FHQWHU 2 2
7D[ LPSDFW 2 2
1RQLQWHUHVW H[SHQVH
(DUO\ OHDVH WHUPLQDWLRQ SHQDOW\ 2 2
7D[ LPSDFW 2 2
(PSOR\HH VKDUH DZDUGV + 1DVGDT OLVWLQJ 2 2
7D[ LPSDFW 2 2
$FTXLVLWLRQ UHODWHG H[SHQVHYV
7D[ LPSDFW 2

&RUH QHW LQFRPH
$YHUDJH FRPPRQ VKDUHVY RXWVWDQGLQJ
$YHUDJH GLOXWHG VKDUHV RXWVWDQGLQJ
&RUH HDUQLQJV SHU VKDUH EDVLF

&RUH HDUQLQJYV SHU VKDUH GLOXWHG
7RWDO \HDU WR GDWH DYHUDJH DVVHWYV
7RWDO \HDU WR GDWH DYHUDJH HTXLW\
&RUH UHWXUQ RQ DYHUDJH DVVHWYV

&RUH UHWXUQ RQ DYHUDJH HTXLW\

7D[ UDWHV H[FOXVLYH RI FHUWDLQ QRQGHGXFWLEOH DFTXLVLWLRQ UHODWHG H[SHQVHV D!
PDUJLQDO WD[ UDWHV IRU WKH DSSOLFDEOH SHULRGV
,QFOXGHV PHUJHU DQG FRQYHUVLRQ UHODWHG H[SHQVHY DQG VDODU\ DQG HPSOR\HH EH(

7DQJLEOHW RHRNEHU &RPPRQJIGKDWMWHERRN YDOXH SHU FRPPRQ VKDUH LV D QRQ *$$3 PHDVXU
EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV :H FDOFXODWH WDQJLEOH FRPPRQ HI
LOQWDQJLEOH DVVHWY QHW RI DFFXPXODWHG DPRUWL]DWLRQ DQG WDQJLEOH ERRN YDOXH
RXWVWDQGLQJ 7KH PRVW GLUHFWO\ FRPSDUDEOH *$$3 ILQDQFLDO PHDVXUH IRU WDQJLEOH ER




7DEOH RI &RQWHQWYV

7KH IROORZLQJ WDEOH UHFRQFLOHYVY DV RI WKH GDWHV VHW IRUWK EHORZ WRWDO VKDUH
VKDUH FRPSDUHG WR ERRN YDOXH SHU FRPPRQ VKDUH

$V RI '"HFHPEHU

"ROODUV LQ WKRXVDQGVY H[FHSW
7DQJLEOH &RPPRQ (TXLW\

7TRWDO VKDUHKROGHUVY HTXLW\
$GMXVWPHQWYV
*RRGZLOO
&RUH GHSRVLW DQG RWKHU LQWDQJLEOHYV
7TRWDO WDQJLEOH FRPPRQ HTXLW\
&RPPRQ VKDUHV RXWVWDQGLQJ
%RRN YDOXH SHU FRPPRQ VKDUH
7DQJLEOH ERRN YDOXH SHU FRPPRQ VKDUH

([FOXGHYVY WKH GLOXWLYH HIIHFW LI DQ\ RI DQG VKDUHV RI

FRPPRQ VWREFEN LVV
'"HFHPEHU DQG UHVSHFWLYHO\

7DQJLEOH &RPPRDOUIDEOH PNRIHBWH FRPPRQ HTXLW\ WR WDQJLEOH DVVHWYV LV D QRQ *$$3

LOQYHVWPHQW EDQNHUV WR HYDOXDWH ILQDQFLDO LQVWLWXWLRQV H FDOFXODWH WDQJLEOI
GHSRVLW LQWDQJLEOH DQG RWKHU LQWDQJLEOH DVVHWY QHW RI DFFXPXODWHG DPRUWL]DWL
WDQJLEOH DVVHWYV LV WRWDO FRPPRQ VKDUHKROGHUVY HTXLW\ WR WRWDO DVVHWYV

7KH IROORZLQJ WDEOH UHFRQFLOHV DV RI WKH GDWHV VHW IRUWK EHORZ WRWDO VKDUF

$V RI '"HFHPEHU

"ROODUV LO WKRXVDQGV H[FHSW
7DQJLEOH &RPPRQ (TXLW\

7TRWDO VKDUHKROGHUVY HTXLW\
$GMXVWPHQWYV
*RRGZLOO

&RUH GHSRVLW DQG RWKHU LQWDQJLEOHYV
7RWDO WDQJLEOH FRPPRQ HTXLW\
7DQJLEOH $VVHWYV
7TRWDO DVVHWYV
$GMXVWPHQWYV
*RRGZLOO
&RUH GHSRVLW DQG RWKHU LQWDQJLEOHYV
7TRWDO WDQJLEOH DVVHWYV
&RPPRQ (TXLW\ WR 7TRWDO $VVHWYV
7DQJLEOH &RPPRQ (TXLW\ WR 7DQJLEOH $VVHWYV




7DEOH RI &RQWHQWYV
&ULWLFDO $FFRXQWLQJ 3ROLFLHYV

2XU FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHSDUHG LQ DFFRUGDQFH ZLWK DFF
ZLWKLQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ $SSOLFDWLRQ RI WKHVH SULQFLSOHV UHTXLUH
ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ QRWHV :H EDVH RXU HVWLPDWHYV RQ KLVWRUL
FXUUHQW FLUFXPVWDQFHV 7KHVH DVVXPSWLRQV IRUP WKH EDVLV IRU RXU MXGJPHQWYV DERX
LOQGHSHQGHQW REMHFWLYH VRXUFHV ‘H HYDOXDWH RXU HVWLPDWHYV RQ DQ RQJRLQJ EDVLV
$FWXDO UHVXOWV PD\ GLIIHU IURP WKHVH HVWLPDWHV

‘H KDYH LGHQWLILHG WKH IROORZLQJ DFFRXQWLQJ SROLFLHY DQG HVWLPDWHV WKDW GX
SROLFLHY DQG HVWLPDWHY DQG WKH SRWHQWLDO VHQVLWLYLW\ RI RXU ILQDQFLDO VWDWHPt
FRQGLWLRQ DQG UHVXOWY Rl RSHUDWLRQV ‘H EHOLHYH WKDW WKH MXGJPHQWYV HVWLPDWH'

,QYHVWPHQW 6HFXULWLHV

6HFXULWLHY DUH FODVVLILHG DV KHOG WR PDWXULW\ DQG FDUULHG DW DPRUWL]HG FRVW
6HFXULWLHV WR EH KHOG IRU LQGHILQLWH SHULRGV RI WLPH DUH FODVVLILHG DV DYDLODEOH
RWKHU FRPSUHKHQVLYH LQFRPH QHW RI WD[ ODQDJHPHQW GHWHUPLQHV WKH DSSURSULDWH

,QWHUHVW LQFRPH LQFOXGHY DPRUWL]DWLRQ RI SXUFKDVH SUHPLXPV DQG GLVFRXQWV 5
&UHGLW UHODWHG GHFOLQHV LQ WKH IDLU YDOXH Rl KHOG WR PDWXULW\ DQG DYDLODEOH IRU
HDUQLQJV DV UHDOL]HG ORVVHV ZLWK WKH UHPDLQLQJ XQUHDOL]HG ORVV UHFRJQL]HG DV D
LPSDLUPHQW ORVVHV PDQDJHPHQW FRQVLGHUV DPRQJ RWKHU WKLQJV L WKH OHQJWK RI W
FRQGLWLRQ DQG QHDU WHUP SURVSHFWV Rl WKH LVVXHU DQG LLL WKH LQWHQW DQG DELOL\
DQWLFLSDWHG UHFRYHU\ LQ IDLU YDOXH

/RDQV DQG $OORZDQFH IRU /RDQ /RVVHV

/IRDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXH
OLYHV RI WKH ORDQV DQG WKHUHIRUH QR FRUUHVSRQGLQJ DOORZDQFH IRU ORDQ ORVVHV 1
UHTXLUHG DOORZDQFH IRU ORDQ ORVVHV IRU DFTXLUHG ORDQV QRW GHHPHG FUHGLW LPSDLU
RQ WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHPDLQLQJ XQDFFUHWHG
XQDFFUHWHG GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK DPRXQW 7KHVH ORDQV DUt
DOORZDQFH IRU ORDQ ORVV DQG LQFUHDVHG E\ DQ\ SXUFKDVH SUHPLXP

&HUWDLQ DFTXLUHG LPSDLUHG ORDQV ZKHUH WKHUH LV HYLGHQFH RI FUHGLW GHWHULRUI
UHTXLUHG SD\PHQWV DUH DFFRXQWHG IRURDQUFFQRGGHRWHGEHLIFXK ) B/6.91 \b68F T X L UH G7 RH WK S'H RWHHI
IORZV IRU HDFK ORDQ PHHWLQJ WKLV FULWHULD DUH HVWLPDWHG WR GHWHUPLQH WKH H[FHV
QRW EH DFFUHWHG QRQDFFUHWDEOH GLIIHUHQFH 7KH H[SHFWHG FDVK IORZV IRU WKH SXUFLI
UHFRUGHG RQ WKHVH ORDQV DW DFTXLVLWLRQ WR UHFRUG WKHP DW WKHLU HVWLPDWHG IDLU
DOORZDQFH IRU ORDQ ORVVHYV DV RI WKH DFTXLVLWLRQ GDWH 8QGHU FXUUHQW DFFRXQWLQJ
ORVVHV ZLOO EH UHIOHFWHG DV D SURYLVLRQ WR WKH DOORZDQFH IRU ORDQ ORVVHYV




7DEOH RI &RQWHQWYV

7KH DOORZDQFH IRU ORDQ ORVVHV LV DQ HVWLPDWHG DPRXQW PDQDJHPHQW EHOLHYHV L
EDVHG XSRQ UHYLHZ DQG HYDOXDWLRQ RI WKH ORDQ SRUWIROLR ODQDJHPHQWYfV SHULRGLF
FRQGLWLRQ RI ERUURZHUV WKH YDOXH DQG OLTXLGLW\ RI FROODWHUDO GHOLQTXHQF\ SULR

7KH DOORZDQFH IRU ORDQ ORVVHV LV FRPSULVHG RI WZR FRPSRQHQWYV 7KH ILUVW FRPSR
DFFRXQWLQJ JXLGDQFH WKDW FRQVLGHUV KLVWRULFDO ORVV UDWHYV DQG LV DGMXVWHG IRU
ERWK LQWHUQDO DQG H[WHUQDO WR XV WR HVWLPDWH SUREDEOH LQFXUUHG ORVVHV 6XFK T
XQHPSOR\PHQW FKDQJHV LQ OHQGLQJ VWDII SROLFLHVY DQG SURFHGXUHV FKDQJHV LQ FUH(
WUHQGV LQ YROXPH DQG WHUPV RI ORDQV 7KHVH TXDOLWDWLYH IDFWRUV VHUYH WR FRPSHQ
RXU KLVWRULFDO ORVV IDFWRUV )RU SXUSRVHV RI GHWHUPLQLQJ WKH JHQHUDO UHVHUYH W
ORDQV LV PXOWLSOLHG E\ RXU DGMXVWHG KLVWRULFDO ORVV UDWH 7KH VHFRQG FRPSRQHQ
FXUUHQW DXWKRULWDWLYH DFFRXQWLQJ JXLGDQFH EDVHG RQ SUREDEOH ORVVHV RQ VSHFLI

'XH WR RXU JURZWK RYHU WKH SDVW VHYHUDO \HDUV D SRUWLRQ RI WKH ORDQV LQ RXU ¢
SRUWIROLRY KDYH OLPLWHG GHOLQTXHQF\ DQG FUHGLW ORVV KLVWRU\ DQG KDYH QRW \HW H
LPSDFWHG E\ GHOLQTXHQF\ VWDWXV DQG GHEW VHUYLFH FRYHUDJH JHQHUDWHG E\ WKH ERU!
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 GH\
ZH UHIHU WR DV 3VHDVRQLQJ" $V D UHVXOW D SRUWIROLR RI ROGHU ORDQV ZLOO XVXDOO\ Et
SRUWIROLR LV UHODWLYHO\ QHZ WKH FXUUHQW OHYHO RI GHOLQTXHQFLHY DQG GHIDXOWYV PD
VHDVRQHG ZKLFK PD\ EH KLJKHU WKDQ FXUUHQW OHYHOV ,I| GHOLQTXHQFLHY DQG GHIDXOWYV
DGYHUVHO\ DITHFW RXU UHVXOWYV RI RSHUDWLRQV DQG ILQDQFLDO FRQGLWLRQ

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

2XU SROLF\ UHTXLUHVY PHDVXUHPHQW Rl WKH DOORZDQFH IRU DQ LPSDLUHG FROODWHUDO
PHDVXUHG EDVHG RQ WKH SUHVHQW YDOXH RI H[SHFWHG IXWXUH FDVK IORZV RU WKH ORDQTV

JURP WLPH WR WLPH ZH PRGLI\ RXU ORDQ DJUHHPHQW ZLWK D ERUURZHU $ PRGLILHG ORD!
ERUURZHU LV H[SHULHQFLQJ ILQDQFLDO GLIILFXOW\ DQG LL FRQFHVVLRQV DUH PDGH E\ XV W
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 '
IRU ORDQ ORVV DOORFDWLRQ LV EDVHG RQ HLWKHU WKH SUHVHQW YDOXH RI HVWLPDWHG IXW

‘H KDYH FHUWDLQ OHQGLQJ SROLFLHY DQG SURFHGXUHV LQ SODFH WKDW DUH GHVLJQHG W
DSSURYHV WKHVH SROLFLHV DQG SURFHGXUHV RQ D UHJXODU EDVLV DQG PDNHV FKDQJHV D\
TXDOLW\ FRQFHQWUDWLRQV GHOLQTXHQFLHV QRQSHUIRUPLQJ DQG SRWHQWLDO SUREOHP O
IOXFWXDWLRQV LQ HFRQRPLF FRQGLWLRQV ERWK E\ W\SH RI ORDQ DQG JHRJUDSK\




7DEOH RI &RQWHQWYV

&RPPHUFLDO ORDQV DUH XQGHUZULWWHQ DIWHU HYDOXDWLQJ DQG XQGHUVWDQGLQJ WKH
GHVLIQHG WR GHWHUPLQH ZKHWKHU WKH ERUURZHU SRVVHVVHV VRXQG EXVLQHVV HWKLFV L
WKH ERUURZHU WR UHSD\ WKHLU REOLJDWLRQV DV DJUHHG &RPPHUFLDO ORDQV DUH SULPDUL
XQGHUO\LQJ FROODWHUDO SURYLGHG E\ WKH ERUURZHU ORVW FRPPHUFLDO ORDQV DUH VHF
RU LQYHQWRU\ DQG LQFOXGH SHUVRQDO JXDUDQWHHYV

5HDO HVWDWH ORDQV DUH DOVR VXEMHFW WR XQGHUZULWLQJ VWDQGDUGY DQG SURFHVV!
FDVK IORZV DQG VHFRQGDULO\ DV ORDQV VHFXUHG E\ UHDO HVWDWH 7KH UHSD\PHQW RI U}
SURSHUW\ VHFXULQJ WKH ORDQV RU WKH EXVLQHVV FRQGXFWHG RQ WKH SURSHUW\ VHFXULC
HVWDWH PDUNHWY RU LQ WKH JHQHUDO HFRQRP\ 7KH SURSHUWLHYV VHFXULQJ RXU UHDO HVW
VWDWH RI /RXLVLDQD DQG 7H[DV 7KLV GLYHUVLW\ KHOSV UHGXFH WKH H[SRVXUH WR DGYHUV

‘H XWLOL]H PHWKRGLFDO FUHGLW VWDQGDUGY DQG DQDO\WVLV WR VXSSOHPHQW RXU SROL
RI FRQVXPHU ORDQV WKDW PD\ EH RULJLQDWHG DQG WKH FROODWHUDO LI VHFXUHG ZKLFK P:
DUH VSUHDG RYHU QXPHURXV LQGLYLGXDO ERUURZHUY DOVR PLQLPL]JH ULVN

,QFRPH 7D[HV

,QFRPH WD[HVY DUH HYDOXDWHG DQG DVVHVVHG E\ WKH &RPSDQ\ EDVHG RQ WKH UHODWIL
UHJXODWLRQV MXGLFLDO SUHFHGHQW DQG RWKHU LQIRUPDWLRQ 7KH &RPSDQ\ PDLQWDLQV V
RI FXUUHQW DFFUXHG RU GHIHUUHG WD[HV PD\ RFFXU SHULRGLFDOO\ GXH WR PRGLILFDWLRQ
WD[LQJ DXWKRULWLHYV FKDQJHV WR VWDWXWRU\ MXGLFLDO DQG UHJXODWRU\ JXLGDQFH WKTI
FKDQJHV ZKHQ WKH\ RFFXU FDQ DIIHFW GHIHUUHG WD[HVY DQG DFFUXHG WD[HV DV ZHOO DV W
UHVXOWYV IRU DQ\ UHSRUWLQJ SHULRG

(PHUJLQJ *URZWK &RPSDQ\

7KH -2%6 $FW SHUPLWYV DQ 3HPHUJLQJ JURZWK FRPSDQ\" WR WDNH DGYDQWDJH RI DQ H[V
DSSOLFDEOH WR SXEOLF FRPSDQLHV +RZHYHU ZH KDYH 3RSWHG RXW" RI WKLV SURYLVLRQ $
HIWHQW WKDW FRPSOLDQFH LV UHTXLUHG IRU QRQ HPHUJLQJ JURZWK FRPSDQLHV 7KLV GHFL\

,7(0 % 4XDQWLWDWLYH DQG 4XDOLWDWLYH 'LVFORVXUHY DERXW ODUNHW 5LVN

7KH GLVFORVXUH FRQWHPSODWHG E\ ,WHP $ LV QRW UHTXLUHG EHFDXVH ZH DUH D VPDO




7DEOH RI &RQWHQWYV

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

&217(176

$QQXDO $XGLWHG )LQDQFLDO 6WDWHPHQWYV

5HSRUW RI  OQGHSHOGHQW 5HJLVWHUHG 3XEOLF $FFRXQWLQJ )LUP

&ROVROLGDWHG %DODQFH 6KHHWYV

&RQVROLGDWHG 6WDWHPHQWY RI ,QFRPH

&RQVROLGDWHG 6WDWHPHQWY RI &RPSUHKHQVLYH ,QFRPH

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

&RQOVROLGDWHG 6WDWHPHQWYV RI &DVK )ORZV

I1RWHY WR &RQVROLGDWHG )LQDQFLDO 6WDWHPHQWYV




7DEOH RI &RQWHQWYV

5(32572) ,1'(3(1'(17 5(*,67(5(' 38%/,& $&&2817,1* ),50

7R WKH %RDUG RI 'LUHFWRUV DQG
6KDUHKROGHUV RI %XVLQHVV )LUVW %DQFVKDUHYV ,QF DQG 6XEVLGLDULHYV
%DWRQ 5RXJH /RXLVLDQD

2SLQLROQV RQ WKH )LODQFLDO 6WDWHPHQWY DOG ,QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWL!

‘H KDYH DXGLWHG WKH DFFRPSDQ\LQJ FRQVROLGDWHG EDODQFH VKHHWYVY RI %XVLQHVV )LUVW
DQG WKH UHODWHG FRQVROLGDWHG VWDWHPHQWY RI LQFRPH FRPSUHKHQVLYH LQFRPH VK
"HFHPEHU DQG WKH UHODWHG QRWHY FROOHFWLYHO\ UHIHUUHG WR DV WKH ILQDQF
UHSRUWLQJ DV RI '"HFHPEHU E DY\ B UR)® G UL RAQHAUUL P OH MOADHEIQVIDMKHHGS FLACDAPKHIZ RURNP P L W
2UJDQLIDWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ &262

,Q RXU RSLQLRQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY UHIHUUHG WR DERYH SUHVH

DQG DQG WKH UHVXOWYVY RI LWV RSHUDWLRQV DQG LWV FDVK IORZV IRU HDFK RI !
DFFRXQWLQJ SULQFLSOHYV JHQHUDOO\ DFFHSWHG LQ WKH 8QLWHG 6WDWHV RI $PHULFD $O
FRQWURO RYHU ILQDQFLDO UHSRUWLQJ DV RI '"HFHPEHUQDO &R BDN\UHRG R Q W H I WBMHEE BW W R H D8
6SRQVRULQJ 2UJDQL]DWLRQV RI WKH 7UHDGZD\ &RPPLVVLRQ &262

%DVLV IRU 2SLQLRQ

7KH &RPSDQ\YV PDQDJHPHQW LV UHVSRQVLEOH IRU WKHVH ILQDQFLDO VWDWHPHQWY IRU PD
WKH HIITHFWLYHQHVY RI LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LQFOXGHG LQ W
UHVSRQVLELOLW\ LV WR H[SUHVYV DQ RSLQLRQ RQ WKHVH ILQDQFLDO VWDWHPHQWY DQG DQ R
DUH D SXEOLF DFFRXQWLQJ ILUP UHJLVWHUHG ZLWK WKH 3XEOLF &RPSDQ\ $FFRXQWLQJ 2Y
UHVSHFW WR WKH &RPSDQ\ LQ DFFRUGDQFH ZLWK WKH 8 6 IHGHUDO VHFXULWLHV ODZV DQG V
38&%$2%

‘H FRQGXFWHG RXU DXGLWV LQ DFFRUGDQFH ZLWK WKH VWDQGDUGYV RI WKH 3XEOLF &RPSDQ
DQG SHUIRUP WKH DXGLW WR REWDLQ UHDVRQDEOH DVVXUDQFH DERXW ZKHWKHU WKH FRQ'
IUDXG DQG ZKHWKHU HIITHFWLYH LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ ZDV PDLQ

2XU DXGLWV RI WKH ILQDQFLDO VWDWHPHQWY LQFOXGHG SHUIRUPLQJ SURFHGXUHVY WR DVVEH
IUDXG DQG SHUIRUPLQJ SURFHGXUHYVY WKDW UHVSRQG WR WKRVH ULVNV 6XFK SURFHGXUHYV
WKH ILQDQFLDO VWDWHPHQWY 2XU DXGLWYV DOVR LQFOXGHG HYDOXDWLQJ WKH DFFRXQWLQ
RYHUDOO SUHVHQWDWLRQ RI WKH ILQDQFLDO VWDWHPHQWY 2XU DXGLW RI LQWHUQDO FR(
ILQDQFLDO UHSRUWLQJ DVVHVVLQJ WKH ULVN WKDW D PDWHULDO ZHDNQHVYV H[LVWV DQG
WKH DVVHVVHG ULVN 2XU DXGLWV DOVR LQFOXGHG SHUIRUPLQJ VXFK RWKHU SURFHGXUHYV
UHDVRQDEOH EDVLV IRU RXU RSLQLRQV




7DEOH RI &RQWHQWYV

'HILOLWIRQ DQG /LPLWDWLRQV RI . QWHUQDO &RQWURO RYHU )LQDQFLDO 5HSRUWLQJ

$ FRPSDQ\TV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHSRUWLQJ LV D SURFHVYV GHVLJQHG
SUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY IRU HIWHUQDO SXUSRVHV LQ DFFRUGDQFH ZLW
UHSRUWLQJ LQFOXGHVY WKRVH SROLFLHY DQG SURFHGXUHYV WKDW SHUWDLQ WR WKH PDL
DQG GLVSRVLWLRQV RI WKH DVVHWY RI D FRPSDQ\ SURYLGH UHDVRQDEOH DVVXUDQFH W
LQ DFFRUGDQFH ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHVY DQG WKDW UHFHLSV
Rl PDQDJHPHQW DQG GLUHFWRUV RI WKH FRPSDQ\ DQG SURYLGH UHDVRQDEOH DVVXUI
GLVSRVLWLRQ RI WKH FRPSDQ\fVY DVVHWYV WKDW FRXOG KDYH D PDWHULDO HIIHFW RQ WKH IL

%YHFDXVH RI LWV LQKHUHQW OLPLWDWLRQV LQWHUQDO FRQWURO RYHU ILQDQFLDO UHS

HITHFWLYHQHVY WR IXWXUH SHULRGY DUH VXEMHFW WR WKH ULVN WKDW FRQWUROV PD\ EHF
SROLFLHV RU SURFHGXUHYV PD\ GHWHULRUDWH

5HVSHFWIXOO\ VXEPLWWHG

V +DQQLV 7 %RXUJHRLV //3

‘H KDYH VHUYHG DV WKH &RPSDQ\fV DXGLWRU VLQFH

%DWRQ 5RXJH /RXLVLDQD
ODUFK
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%86,1(65,567 %$1&6+$5(6 ,1& $1' 68%6,",$5,(6
&2162/,'$7(" %$/$1&( 6+((76
'ROODUV LQ WKRXVDQGYV

"HFHPEHU

$66(76
&DVK DQG 'XH IURP %DQNV
YJHGHUDO )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
3UHPLVHV DQG (TXLSPHQW 1HW
$FFUXHG ,QWHUHVW 5HFHLYDEOH
2WKHU (TXLW\ 6HFXULWLHV
2WKHU 5HDO (VWDWH 2ZQHG
&DVK 9DOXH RI /LIH ,QVXUDQFH
"HIHUUHG 7D[HV
*RRGZLOO
&RUH '"HSRVLW ,QWDQJLEOH
2WKHU $VVHWYV

LQ

DQG LQ

7TRWDO $VVHWYV

[.$%./.7.(6

'"HSRVLWV
1IRQLQWHUHVW %HDULQJ
,OWHUHVW %HDULQJ

7TRWDO 'HSRVLWYV

6HFXULWLHY 6ROG 8QGHU $JUHHPHQWYVY WR 5HSXUFKDVH
6XERUGLQDWHG '"HEW

JHGHUDO +RPH /RDQ %DQN %RUURZLQJV

$FFUXHG ,QWHUHVW 3D\DEOH

2WKHU /LDELOLWLHYV

7RWDO /LDELOLWLHYV
&RPPLWPHQWY DQG &RQWLQJHQFLHY 6HH 1RWHV DQG

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

6KDUHV ,VVXHG D

7TRWDO 6KDUHKROGHUV (TXLW\

7RWDO /LDELOLWLHY DQG 6KDUHKROGHUV (TXLW\

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




7DEOH RI &RQWHQWYV

%86,1(65,567 %$18&6+$5(6 ,1& $1' 68%6,",$5,(6

&2162/,'$7(' 67$7(0(176 2) ,1&20(

'ROODUV LQ WKRXSMD @EY VKDUH GDWD

<HDUV (QGHG 'HFHPEHU

,QWHUHVW ,QFRPH
,QWHUHVW DQG )HHV RQ /RDQV
,OWHUHVW DQG 'LYLGHQGVY RQ 6HFXULWLHYV
,OQWHUHVW RQ J)HGHUDO )XQGV 6ROG DQG 'XH JURP %DQNV

7TRWDO ,QWHUHVW ,QFRPH

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

7RWDO ,QWHUHVW ([SHQVH
1HW ,QWHUHVW ,QFRPH

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

2WKHU ,QFRPH
6HUYLFH &KDUJHV RQ 'HSRVLW $FFRXQWYV

*DLQ RQ 6DOHV RI 6HFXULWLHV
2WKHU ,QFRPH

7TRWDO 2WKHU ,QFRPH

2WKHU ([SHQVHYV

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

7RWDO 2WKHU ([SHQVHV
,QFRPH %HIRUH ,QFRPH 7D[HV

BURYLVLRQ IRU ,QFRPH 7D[HV

1HW ,QFRPH
(DUQLQJV 3HU 6KDUH

%DVLF
'LOXWHG

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH

ILQDQFLDO VWDWHPHQWYV
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'‘ROODUV LQ WKRXVDQGYV

<HDUV (QGHG 'HFHPEHU

&RQVROLGDWHG 1HW ,QFRPH

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

2WKHU &RPSUHKHQVLYH ,QFRPH /RVV

&RQVROLGDWHG &RPSUHKHQVLYH ,QFRPH

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




7DEOH RI &RQWHQWYV
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'ROODUV LQ WKR¥SM) G&Y VKDUH GDWD

$FFXPXODWHG

$GGLWLRQDO 2WKHU 7TRWDO
&RPPRQ 3DLG ,Q SHWDLQH&RPSUHKHQKDIUBHKRO!
6WRFN &DSLWDO (DUQLQJV,QFRPH /RVV(TXLW\

%DODQFHV DW '"HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

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

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

6WRFN %DVHG &RPSHQVDWLRQ &RVW
6WRFN SHSXUFKDVH

%DODQFHV DW '"HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH /RVV

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

6WRFN %DVHG &RPSHQVDWLRQ &RVW
6XUUHQGHUHG 6KDUHV Rl 6WRFN %DVHG &RPSHQVDWLRQ
%DODQFHV DW '"HFHPEHU

&RPSUHKHQVLYH ,QFRPH

1HW ,QFRPH

2WKHU &RPSUHKHQVLYH ,QFRPH

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

6WRFN %DVHG &RPSHQVDWLRQ &RVW
6XUUHQGHUHG 6KDUHV RI 6WRFN %DVHG &RPSHQVDWLRQ
6WRFN 5HSXUFKDVH

%DODQFHV DW '"HFHPEHU

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




7DEOH RI &RQWHQWYV
%86,1(65,567 %$18&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 2SHUDWLQ.

$SFWLYLWLHYV
BURYLVLRQ IRU /RDQ /RVVHYV
'"HSUHFLDWLRQ DQG $PRUWL]DWLRQ
1HW $FFUHWLRQ RI 3XUFKDVH $FFRXQWLQJ 9DOXDWLRQV
1RQFDVK &RPSHQVDWLRQ ,QFRPH ([SHQVH
1HW $PRUWL]IDWLRQ RI 6HFXULWLHV
*DLQ RQ 6DOHV mi Vilr AUV LVV LIV
1RQFDVK ,QFRPH /RVV RQ 2WKHU (TXLW\ 6HFXULWLHYV
*DLQ /RVV RQ 6DOH RI 2WKHU 5HDO (VWDWH 2ZQHG 1HW RI :ULWHGRZQV
,QFUHDVH LQ &DVK 9DOXH RI /LIH ,QVXUDQFH
BURYLVLRQ &UHGLW IRU 'HIHUUHG ,QFRPH 7D[HV
*DLQ RQ 6DOH RI %UDQFK
&KDQJHV LQ $VVHWYV DQG /LDELOLWLHYV
,QFUHDVH 'HFUHDVH LQ $FFUXHG ,QWHUHVW 5HFHLYDEOH
,QFUHDVH 'HFUHDVH LQ 2WKHU $VVHWYV
,QFUHDVH 'HFUHDVH LQ $FFUXHG ,QWHUHVW 3D\DEOH
,QFUHDVH 'HFUHDVH LQ 2WKHU /LDELOLWLHYV
1HW &DVK 3URYLGHG E\ 2SHUDWLQJ $FWLYLWLHV

&DVK )ORZV JURP ,QYHVWLQJ $FWLYLWLHV
3XUFKDVHV Rl 6HFXULWLHYV $YDLODEOH IRU 6DOH
3URFHHGV IURP ODWXULWLHY 6DOHV RI 6HFXULWLHYV $YDLODEOH IRU 6DOH
3URFHHGV IURP 3D\GRZQV RI 6HFXULWLHV $YDLODEOH IRU 6DOH
1HW &DVK 3DLG LQ OHUJHU
1HW &DVK 3DLG LQ 6DOH RI %UDQFK
3XUFKDVHV RI 2WKHU (TXLW\ 6HFXULWLHV
5HGHPSWLRQ RI 2WKHU (TXLW\ 6HFXULWLHV
1HW ,QFUHDVH LQ /RDQV
1HW 3XUFKDVHV RI 3UHPLVHY DQG (TXLSPHQW
/RVV RQ 'LVSRVDO RI 3UHPLVHV DQG (TXLSPHQW
3URFHHGVY IURP 6DOHV RI 2WKHU 5HDO (VWDWH
1HW ,QFUHDVH LQ JHGHUDO )XQGV 6ROG

1HW &DVK 8VHG LQ ,QYHVWLQJ $FWLYLWLHV

&217,18(




7DEOH RI &RQWHQWYV

<HDUV (QGHG 'HFHPEHU

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

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

1HW ,QFUHDVH 'HFUHDVH LQ &DVK DQG &DVK (TXLYDOHQWYV

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

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

6XSSOHPHQWDO 'LVFORVXUHV IRU &DVK )ORZ ,QIRUPDWLRQ
&DVK 3D\PHQWYV IRU
,QWHUHVW RQ 'HSRVLWYV

,OQWHUHVW RQ %RUURZLQJV

,QFRPH 7D[ 3D\PHQWYV

6XSSOHPHQWDO 6FKHGXOH DRIG JRQBRFKQD$AWWY.QNLHV
&KDQJH LQ WKH 8QUHDOL]HG *DLQ /RVV RQ 6HFXULWLHY $YDLODEOH IRU 6DOH

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

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

7UDQVIHU RI 2WKHU 5HDO (VWDWH WR 3UHPLVHYV DQG (TXLSPHOW,

7KH DFFRPSDQ\LQJ QRWHV DUH DQ LQWHJUDO SDUW Rl WKHVH ILQDQFLDO VWDWHPHQWYV
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1IRWHLIDWXUH RI 2SHUDWLRQV + 6XPPDU\ RI 6l&JQLILFDQW $FFRXQWLQJ 3ROLFLHV
7KH DFFRXQWLQJ SULQFLSOHY IROORZHG E\ %XVLQHVV J)LUVW %DQFVKDUHV ,QF WKH «
ZKROO\ RZQHG VXEVLGLDU\ %XVLQHVV )LUVW ,QVXUDQFH //& DUH WKRVH ZKLFK DUH J
SULQFLSOHV FRQIRUP ZLWK JHQHUDOO\ DFFHSWHG DFFRXQWLQJ SULQFLSOHY DQG KDY
GHWHUPLQDWLRQ RI ILQDQFLDO SRVLWLRQ UHVXOWYVY RI RSHUDWLRQV FKDQJHV LQ VKDUHK

BULQFLSOHY RI &RQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH DFFRXQWYV RI %XVLQHVYV )
%DQNTV ZKROO\ RZQHG VXEVLGLDU\ %XVLQHVV )LUVW ,QVXUDQFH //& FROOHFWLYHO\ \
HOLPLQDWHG

I1DWXUH RI 2SHUDWLRQV
7KH %DQN RSHUDWHYV RXW RI IXOO VHUYLFH EDQNLQJ FHQWHUV LQ PDUNHWYV DFURVV /RXL

JLODQFLDO ,QVWLWXWLRQV 6WDWH RI /RXLVLDQD DQG WKH )HGHUDO 'HSRVLW ,QVXUDQFH
DOVR UHJXODWHG E\ WKH )HGHUDO 5HVHUYH DQG LV VXEMHFW WR SHULRGLF H[DPLQDWLRQ

2Q -DQXDU\ WKH &RPSDQ\ FRPSOHWHG WKH DFTXLVLWLRQ RI OLQGHQ %DQFRUS ,Q
/IRXLVLDQD IXUWKHU LQFUHDVLQJ LWV SUHVHQFH LQ WKH 1RUWKZHVW /RXLVLDQD UF
DSSUR[LPDWHO\ LQ H[FKDQJH IRU HDFK VKDUH RI 0%, FRPPRQ VWRFN RXWVWDQGLQJ LPI
0%, KDG IDLU YDOXHV Rl DSSUR[LPDWHO\ PLOOLRQ LQ WRWDO DVVHWYV PLOOLRQ LQ
HTXLW\ DQG ZDV WKH OHDGLQJ ILQDQFLDO LQVWLWXWLRQ LQ :HEVWHU 3DULVK SDUW RI W
$IWHU WKH FORVH RI EXVLQHVV RQ 1RYHPEHU WKH &RPSDQ\ FRPSOHWHG WKH DFTXLV
5LFKODQG 6WDWH %DQN ORFDWHG LQ 5D\YLOOH /RXLVLDQD 7KH &RPSDQ\ LVVXHG
PLOOLRQ $W 1RYHPEHU 56%, KDG SURYLVLRQDO IDLU YDOXHV Rl DSSUR[LPDWHO\

GHSRVLWV DQG PLOOLRQ LQ WRWDO VKDUHKROGHUVY HTXLW\

(VWLPDWHYV

BUHSDUDWLRQ RI ILQDQFLDO VWDWHPHQWY LQ FRQIRUPLW\ ZLWK 8 6 *$$3 UHTXLUHV PDQD
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG DFFRPSDQ\LQJ GLVFORVXUHYV 7KHVH HV\V
&RPSDQ\ PD\ XQGHUWDNH LQ WKH IXWXUH (VWLPDWHYV DUH XVHG LQ DFFRXQWLQJ IRU D
DPRUWL]DWLRQ JRRGZLOO IDLU YDOXH RI ILQDQFLDO LQVWUXPHQWY WD[HV DQG FRQWLQ
LQFOXGH WKH GHWHUPLQDWLRQ RI WKH DOORZDQFH IRU ORDQ ORVVHY DQG WKH DVVHVV
ODQDJHPHQW GRHV QRW DQWLFLSDWH DQ\ PDWHULDO FKDQJHV WR HVWLPDWHV LQ WKH QF
DUH QRW OLPLWHG WR H[WHUQDO PDUNHW IDFWRUV VXFK DV PDUNHW LQWHUHVW UDWHV D
HFRQRPLF FRQGLWLRQV LQ RXU PDUNHWV DQG FKDQJHV LQ DSSOLFDEOH EDQNLQJ UHJXODV

7KH %DQNYfVY ORDQYVY DUH JHQHUDOO\ VHFXUHG E\ VSHFLILF LWHPV Rl FROODWHUDO LQF¢
GLYHUVLILHG ORDQ SRUWIROLR D VXEVWDQWLDO SRUWLRQ RI LWV GHEWRUVY DELOLW\ WR

:KLOH PDQDJHPHQW XVHY DYDLODEOH LQIRUPDWLRQ WR UHFRJQL]JH ORVVHY RQ ORDQV
FKDQJHV LQ ORFDO HFRQRPLF FRQGLWLRQV ,Q DGGLWLRQ UHJXODWRU\ DJHQFLHY DV DQ
ORDQV 6XFK DJHQFLHV PD\ UHTXLUH WKH %DQN WR UHFRJQL]H DGGLWLRQDO ORVVHYV
H[DPLQDWLRQ
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%HFDXVH Rl WKHVH IDFWRUV LW LV UHDVRQDEO\ SRVVLEOH WKDW WKH HVWLPDWHG ORYV

WKDW LV UHDVRQDEO\ SRVVLEOH FDQQRW EH HVWLPDWHG

SETXLVLWLRQ $FFRXQWLQJ

$FTXLVLWLRQVY DUH DFFRXQWHG IRU XQGHU WKH SXUFKDVH PHWKRG RI DFFRXQWLQJ 3XUF
IDLU YDOXHVY DQG LGHQWLILDEOH LQWDQJLEOH DVVHWY DUH UHFRUGHG DW IDLU YDOXF
UHFRJQL]JHG )DLU YDOXHV DUH VXEMHFW WR UHILQHPHQW IRU XS WR RQH \HDU DIWHU
EHFRPHY DYDLODEOH

6HFEFXULWLHV

ODQDJHPHQW GHWHUPLQHV WKH DSSURSULDWH FODVVLILFDWLRQ RI GHEW VHFXULWLHV KF
FODVVLILFDWLRQ TXDUWHUO\ 6HFXULWLHY FODVVLILHG DV DYDLODEOH IRU VDOH DUF
QHFHVVDULO\ WR PDWXULW\ $Q\ GHFLVLRQ WR VHOO D VHFXULW\ FODVVLILHG DV DYDLODE
UDWHV FKDQJHV LQ WKH PDWXULW\ PL[ RI WKH %DQNYY DVVHWY DQG OLDELOLWLHV OLTXL
IRU VDOH DUH UHFRUGHG DW IDLU YDOXH 8QUHDOL]HG JDLQV RU ORVVHV DUH UHSRUWHC
EDVLV RI WKH FRVW RI VSHFLILF VHFXULWLHY VROG DUH LQFOXGHG LQ HDUQLQJV

6HFXULWLHV FODVVLILHG DV KHOG WR PDWXULW\ DUH WKRVH GHEW VHFXULWLHV WKH

FRQGLWLRQV OLTXLGLW\ QHHGV RU FKDQJHV LQ JHQHUDO HFRQRPLF FRQGLWLRQV 7KHVF
GLVFRXQW FRPSXWHG E\ YDULRXV PHWKRGV DSSUR[LPDWLQJ WKH LQWHUHVW PHWKRG RY
"HFHPEHU DQG

6HFXULWLHYVY FODVVLILHG DV WUDGLQJ DUH WKRVH VHFXULWLHY KHOG IRU UHVDOH LQ DQWL
DQ\ PDUNHW DGMXVWPHQWY LQFOXGHG LQ HDUQLQJV 7KH %DQN KDV QR VHFXULWLHYV FODV)\

7KH %DQN KDV LQYHVWHG LQ )HGHUDO +RPH /RDQ %DQN )+/% VWRFN DQG RWKHU VLPLOCL
WKH )+/% 6\VWHP WKH %DQN LV UHTXLUHG WR SXUFKDVH DQG PDLQWDLQ VWRFN LQ DQ DI
GLVFUHWLRQ RI WKH )+/%

/[RDQV

/IRDQV DUH VWDWHG DW SULQFLSDO DPRXQWYVY RXWVWDQGLQJ DGMXVWHG IRU QHW GHIHUL
ORDQV LV DFFUXHG GDLO\ EDVHG RQ WKH SULQFLSDO RXWVWDQGLQJ

*HQHUDOO\ WKH %DQN GLVFRQWLQXHYV WKH DFFUXDO RI LQWHUHVW LQFRPH ZKHQ D O
QRQDFFUXDO VWDWXV SUHYLRXVO\ UHFRJQL]J]HG EXW XQFROOHFWHG LQWHUHVW LV JHQ
DFFRXQWHG IRU RQ WKH FRVW UHFRYHU\ PHWKRG XQWLO WKH ORDQV TXDOLI\ IRU UHWX
UHPDLQLQJ ERRN EDODQFH RI WKH ORDQ LV GHHPHG WR EH FROOHFWLEOH /RDQV DUH UH
DUH EURXJKW FXUUHQW DQG IXWXUH SD\PHQWY DUH UHDVRQDEO\ DVVXUHG

7KH %DQN FODVVLILHYVY ORDQV DV LPSDLUHG ZKHQ LW LV SUREDEOH WKH %DQN ZLOO EH XQ

WKH FRQWUDFWXDO WHUPV RI WKH ORDQ DJUHHPHQW 7KH PHDVXUHPHQW RI LPSDLUHG O
ORDQTV HIIHFWLYH LQWHUHVW UDWH RU WKH ORDQYVY REVHUYDEOH PDUNHW SULFH RU EDVI

$FTXLUHG /RDQV

3XUFKDVHG ORDQV DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ DUH UHFRUGHG DW WKHLU |
DOORZDQFH IRU ORDQ ORVVHYV




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

7KH &RPSDQ\ DFFRXQWYV IRU DFTXLUHG LPSDLUMR®D QR DIVGL'Y BW FRIUFRSOULAMHL AVWHF $B&UHG ZL\

$Q DFTXLUHG ORDQ LV FRQVLGHUHG LPSDLUHG ZKHQ WKHUH LV HYLGHQFH RI FUHGL'
WKH &RPSDQ\ ZLOO EH XQDEOH WR FROOHFW DOO FRQWUDFWXDOO\ UHTXLUHG SD\PHQWYV
WKH DPRXQW DQG WLPLQJ RI XQGLVFRXQWHG H[SHFWHG FDVK IORZV IRU HDFK ORDQ DQG
WKH UHPDLQLQJ OLIH RI WKH ORDQ DFFUHWDEOH \LHOG 7KH H[FHVV RI WKH ORDQY
QRQDFFUHWDEOH GLIIHUHQFH 2YHU WKH OLIH RI WKH ORDQ H[SHFWHG FDVK IORZV FRQ'
DQG WKH HVWDEOLVKPHQW RI DQ DOORZDQFH IRU ORDQ ORVVHV ZLWK UHVSHFW WR WKH D
SDUW RI IXWXUH LQWHUHVW LQFRPH

7KH SHUIRUPLQJ ORDQV DUH DFFRRQWHGKORADEQEHWISB& QG 2 W KHIWWERWKH UHBBBWHG GLV
DGMXVWHG IRU RYHU WKH OLIH RI WKH ORDQ DQG UHFRJQL]JHG DV LQWHUHVW LQFRPH

$OORZDQFH IRU /RDQ /RVVHYV

7KH DOORZDQFH IRU ORDQ ORVVHV LV PDLQWDLQHG DW D OHYHO ZKLFK LQ PDQDJHPHQ\
DOORZDQFH IRU ORDQ ORVVHV LV EDVHG XSRQ PDQDJHPHQWYV UHYLHZ DQG HYDOXDWLR!
ORDQ ORVVHV LQFOXGH PDQDJHPHQWYfYV HYDOXDWLRQ RI VSHFLILF ORDQV WKH OHYHO DQ
UHJXODWRU\ DJHQFLHVY DQ LQWHUQDO DVVHW UHYLHZ SURFHVV H[SHFWDWLRQV RI IXWX
IDFWRUV $0OORZDQFHV IRU LPSDLUHG ORDQV DUH JHQHUDOO\ GHWHUPLQHG EDVHG RQ |
LQGHSHQGHQW DSSUDLVDOV IRU VLIJQLILFDQW FROODWHUDO LQ GHWHUPLQLQJ FROODWH
EHFDXVH RI XQFHUWDLQWLHY DVVRFLDWHG ZLWK ORFDO HFRQRPLF FRQGLWLRQV FROO
PDWHULDO FKDQJH FRXOG RFFXU LQ WKH DOORZDQFH IRU ORDQ ORVVHV LQ WKH QHDU WHU

/IRDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXF
OLYHV RI WKH ORDQV DQG WKHUHIRUH QR FRUUHVSRQGLQJ DOORZDQFH IRU ORDQ ¢
VXEVHTXHQWO\ UHTXLUHG DOORZDQFH IRU ORDQ ORVVHV IRU DFTXLUHG ORDQV QRW GHHP
RI ORVV LV EDVHG RQ WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHI
WKH UHPDLQLQJ XQDFFUHWHG GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK GLIIHUHC

7KH DOORZDQFH IRU ORDQ ORVVHV LV EDVHG RQ HVWLPDWHY RI SUREDEOH IXWXUH OF
UHYLHZHG SHULRGLFDOO\ DQG DV DGMXVWPHQWY EHFRPH QHFHVVDU\ WKH HIIHFW RI WKH
DUH FKDUJHG WR WKH DOORZDQFH IRU ORDQ ORVVHV ZKHQ WKH ORVV DFWXDOO\ RFFX
5HFRYHULHVY DUH FUHGLWHG WR WKH DOORZDQFH DW WKH WLPH RI UHFRYHU\

BUHPLVHY DQG (TXLSPHQW

3UHPLVHY DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV DFFXPXODWHG GHSUHFLDWLRQ
VWUDLJKW OLQH PHWKRG IRU ILQDQFLDO UHSRUWLQJ DQG DFFHOHUDWHG PHWKRGV IRU WD

7KH FRVWV RI DVVHWYV UHWLUHG RU RWKHUZLVH GLVSRVHG RI DQG WKH UHODWHG DFFX
UHVXOWLQJ JDLQV RU ORVVHYV DUH LQFOXGHG LQ FXUUHQW RSHUDWLRQV ([SHQGLWXL
DGGLWLRQVY DQG LPSURYHPHQWY DUH FDSLWDOL]JHG
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2WKHU 5HDO (VWDWH 2ZQHG

5HDO HVWDWH SURSHUWLHYV DFTXLUHG WKURXJK RU LQ OLHX RI ORDQ IRUHFORVXUH RU QH
GDWH RI DFTXLVLWLRQ $Q\ ZULWH GRZQV EDVHG RQ WKH DVVHW({V IDLU YDOXH DW WKF
SURSHUW\ KHOG IRU VDOH LV FDUULHG DW WKH ORZHU RI WKH QHZ FRVW EDVLV RU IDLU Y
WKH DPRXQW E\ ZKLFK WKH FDUU\LQJ DPRXQW RI D SURSHUW\ H[FHHGV LWV IDLU YDOXH &
KROGLQJ SURSHUW\ DUH H[SHQVHG 9DOXDWLRQV DUH SHULRGLFDOO\ SHUIRUPHG E\ PDQL
QHFHVVDU\ WR UHGXFH WKH FDUU\LQJ YDOXH RI D SURSHUW\ WR WKH ORZHU RI LWV FRVW

*RRGZLOO DQG 2WKHU ,QWDQJLEOH $VVHWYV

*RRGZLOO UHSUHVHQWYV WKH H[FHVV RI WKH SXUFKDVH SULFH RYHU WKH IDLU YDOXH R
LQWDQJLEOH DVVHWY GHHPHG WR KDYH DQ LQGHILQLWH XVHIXO OLIH DUH QRW DPRUWL]HC
QHFHVVDU\

,QWDQJLEOH DVVHWV ZLWK HVWLPDEOH XVHIXO OLYHV DUH DPRUWL]HG RYHU WKHLU UHVS}
GRZQ WR LWV HVWLPDWHG IDLU YDOXH &RUH GHSRVLW LQWDQJLEOHYV UHSUHVHQWLQJ
EXVLQHVYV FRPELQDWLRQVY LQYROYLQJ EDQNV DQG EUDQFK ORFDWLRQV 7KH &RPSDQ\TV
HVWLPDWHG XVHIXO OLIH RI \HDUV &RUH GHSRVLW LQWDQJLEOHY DUH WHVWHG IRU LP¢
WKH DVVHWVY PD\ QRW EH UHFRYHUDEOH IURP IXWXUH XQGLVFRXQWHG FDVK IORZV

QFRPH 7D[HV

7KH SURYLVLRQ IRU LQFRPH WD[HV LV EDVHG RQ DPRXQWYVY UHSRUWHG LQ WKH VWDWH
PXQLFLSDO VHFXULWLHV $OVR FHUWDLQ LWHPV RI LQFRPH DQG H[SHQVH DUH UHFRJQI
SXUSRVHV 7KXV SURYLVLRQV IRU GHIHUUHG WD[HVY DUH UHFRUGHG LQ UHFRJQLWLRQ RI V

'"HIHUUHG WD[HVY DUH SURYLGHG XWLOL]JLQJ D OLDELOLW\ PHWKRG ZKHUHE\ GHIHUUHG WI
GLITHUHQFHY EHWZHHQ WKH UHSRUWHG DPRXQWYV RI H[LVWLQJ DVVHWY DQG OLDELOLWL
HITHFWV RI FKDQJHV LQ WD[ ODZV DQG UDWHV RQ WKH GDWH RI HOQDFWPHQW

7KH &RPSDQ\ ILOHY D FRQVROLGDWHG IHGHUDO LQFRPH WD[ UHWXUQ &RQVROLGDWHG
SHUPDQHQW GLIIHUHQFHV

7KH &RPSDQ\ HYDOXDWHY DOO VLIJQLILFDQW WD[ SRVLWLRQV DV UHTXLUHG E\ DFFRXQWLC
DQG WKH &RPSDQ\ GRHV QRW EHOLHYH LW KDV WDNHQ DQ\ SRVLWLRQV WKDW ZRXO
DQ\ XQUHDOL]HG WD[ EHQHILWY WKDW ZRXOG HLWKHU LQFUHDVH RU GHFUHDVH ZLWKLQ WKFH

7KH &RPSDQ\ ILOHV LQFRPH WD[ UHWXUQV LQ WKH 8 6 IHGHUDO MXULVGLFWLRQ DQG DSS¢
VWDWH LQFRPH WD[ HIDPLQDWLRQV E\ WD[ DXWKRULWLHV IRU \HDUV EHIRUH $Q\V LQWH
LQFOXGHG LQ RWKHU H[SHQVHV LQ WKHVH ILQDQFLDO VWDWHPHQWY DV DSSOLFDEOH

6WRFN %DVHG &RPSHQVDWLRQ

$V GHVFULEHG LQ 1RWH WKH &RPSDQ\ KDV LVVXHG VWRFN ZDUUDQWY VWRFN RSV
FRPSHQVDWLRQ 7KH &RPSDQ\ KDV DGRSWHG D IDLU YDOXH EDVHG PHWKRG RI DFFRXQWLQ
WKH YDOXH RI WKH DZzDbUG DQG LV UHFRJQL]J]HG RYHU WKH UHTXLVLWH VHUYLFH SHULRG ZK

6WDWHPHQWY RI &DVK )ORZV

JRU SXUSRVHV RI UHSRUWLQJ FDVK IORZV FDVK DQG FDVK HTXLYDOHQWY LQFOXGH FDVK
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&RPSUHKHQVLYH ,QFRPH

$FFRXQWLQJ SULQFLSOHY JHQHUDOO\ UHTXLUH WKDW UHFRJQL]J]HG UHYHQXH H[SHQVHV
OLDELOLWLHYVY VXFK DV XQUHDOL]JHG JDLQY DQG ORVVHV RQ DYDLODEOH IRU VDOH VHFXUI
LWHPV DORQJ ZLWK QHW LQFRPH DUH FRPSRQHQWY RI FRPSUHKHQVLYH LQFRPH 7KH FRP
RlI &RPSUHKHQVLYH ,QFRPH IRU DOO SHULRGV SUHVHQWHG

$GYHUWLVLQJ

7KH &RPSDQ\ H[SHQVHY DOO FRVWV RI DGYHUWLVLQJ DQG SURPRWLRQ WKH ILUVW WLPH WK
DQG WKH &RPSDQ\ H{SHQVHG FRVWV RI PLOOLRQ PLOOLRQ DQG PLOOLRQ UHVSH

$FFRXOWLQJ 6WDQGDUGY $GRSWHG LQ

,Q JHEUXDU\ WKH )LQDQFLDO $FFRXQWLQJ 6WDQGDUGYV %RDUG 32)$B4VHVVIXRGELFFFRX!
$PHQGPHQWY 5HOJWHG $RB DPOIMVIGN WKH FRGLILFDWLRQ UHJDUGLQJ OHDVHV LQ RUGHU
FRPSDQLHV WR UHFRJQL]H OHDVH DVVHWY DQG OLDELOLWLHY RQ WKH VWDWHPHQW R
UHFRJQL]H D OLDELOLW\ WR PDNH OHDVH SD\PHQWY DQG D ULJKW RI XVH DVVHW UHSUH
-DQXDU\ 7KH &RPSDQ\ UHFRJQL]JHG D ULJKW RI XVH DVVHW DQG OHDVH OLDELOLW\ RI |
OHDVH OLDELOLW\ DUH UHFRUGHG ZLWKLQ SUHPLVHYV DQG HTXLSPHQW DQG RWKHU OLDELOL

SFFRXOWLQJ 6WDQGDUGV 1RW <HW $GRSWHG

,Q -XQH WKH )$6% LVVXIO® @68DO0 ,QVWUXPHQWY + &UHGLW /RVVHV 7RSLF OHDVXU
DPHQGPHQWY LQWURGXFH DQ LPSDLUPHQW PRGHO WKDW LV EDVHG RQ FXUUHQW H[SHF\
FHUWDLQ W\SHV RI ILQDQFLDO LQVWUXPHQWY H[ ORDQV DQG KHOG WR PDWXULW\ VHFEXULYV
FUHGLW DQG VWDQGE\ OHWWHUV RI FUHGLW WKDW DUH QRW XQFRQGLWLRQDOO\ FDQFHOO
DQG VXSSRUWDEOH IRUHFDVWY LQFOXGLQJ HVWLPDWHVY RI SUHSD\PHQWY RYHU WKH FRQ'
HVWLPDWLRQ PHWKRGYV WKDW DUH DSSURSULDWH LQ LWV FLUFXPVWDQFHV )LQDQFLDO LC
&(&/ 7KH DOORZDQFH IRU FUHGLW ORVVHV IRU SXUFKDVHG ILQDQFLDO DVVHWYV ZLWK D
PHDVXUHG DW DPRUWL]HG FRVW EDVLV LV GHWHUPLQHG LQ D VLPLODU PDQQHU WR RWK
H[SHFWHG FUHGLW ORVV ZRXOG EH UHFRJQL]HG WKURXJK DQ DOORZDQFH IRU FUHGLW OR'’
FKDQJHV LQ WKH DOORZDQFH IRU FUHGLW ORVVHY DUH UHFRUGHG DV D FUHGLW ORVYV
LPSDLUPHQW PRGHO IRU GHEW VHFXULWLHV ZKHUHE\ FUHGLW ORVVHY UHODWLQJ WR DYD
7KH DPHQGPHQWY ZLOO EH DSSOLHG WKURXJK D PRGLILHG UHWURVSHFWLYH DSSURDFK U
WKH ILUVW UHSRUWLQJ SHULRG LQ ZKLFK WKH JXLGDQFH LV HIIHFWLYH 2Q 2FWREHU
XQWLO -DQXDU\ 7KH &RPSDQ\ DQWLFLSDWHY HOHFWLQJ WKH GHOD\ DQG LPSOHPHQWLQ
HIITHFW RQ WKH &RPSDQ\TV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

2Q -DQXDU\ WKH )$6% LVYWB® BI6EBOHV *+ *RRGZLO ZBIFK Y¥WKSWLIZRS WKH DFFRXQWLQ
JXLGDQFH LQ WKLV $68 UHPRYHV 6WHS Rl WKH JRRGZLOO LPSDLUPHQW WHVW ZKLFK UHTX
WKH DPRXQW E\ ZKLFK D UHSRUWLQJ XQLWfV FDUU\LQJ YDOXH H[FHHGV LWV IDLU YDOXH Q
ZLOO UHPDLQ ODUJHO\ XQFKDQJHG (QWLWLHV ZLOO FRQWLQXH WR KDYH WKH RSWLRQ
QHFHVVDU\ 7KH VDPH RQH VWHS LPSDLUPHQW WHVW ZLOO EH DSSOLHG WR JRRGZLOO DW
UHTXLUHG WR GLVFORVH WKH DPRXQW RI JRRGZLOO DW UHSRUWLQJ XQLWV ZLWK JHUR RL
HITHFWLYH IRU FDOHQGDU \HDU HQG HQGLQJ LQ IRU SXEOLF EXVLQHVY HQWLWLHV (DI
%DVHG RQ UHFHQW JRRGZLOO LPSDLUPHQW WHVWYV ZKLFK GLG QRW UHTXLUH WKH DSSO
LPPHGLDWH LPSDFW RQ WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
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1RWH + 5HFODVVLILFDWLRQV #*

&HUWDLQ UHFODVVLILFDWLRQV PD\ KDYH EHHQ PDGH WR WKH SULRU \HDUVY ILQDQFLDO VW
UHFODVVLILFDWLRQV KDYH QR HIIHFW RQ SUHYLRXVO\ UHSRUWHG QHW LQFRPH

1IRWH + OHUJHUV DQG $FTXLVLWLRQV =

2Q -DQXDU\ WKH &RPSDQ\ FRPSOHWHG WKH DFTXLVLWLRQ RI OLQGHQ %DQFRUS ,Q
JRXLVLDQD IXUWKHU LQFUHDVLQJ LWV SUHVHQFH LQ WKH 1RUWKZHVW /RXLVLDQD UF
DSSUR[LPDWHO\ LQ H[FKDQJH IRU HDFK VKDUH RI 0%, FRPPRQ VWRFN RXWVWDQGLQJ LPI
0%, KDG IDLU YDOXHV Rl DSSUR[LPDWHO\ PLOOLRQ LQ WRWDO DVVHWYV PLOOLRQ LQ
HTXLW\ DQG ZDV WKH OHDGLQJ ILQDQFLDO LQVWLWXWLRQ LQ :HEVWHU 3DULVK SDUW RI W

&RVW DQG $OORFDWLRQ RI 3XUFKDVH 3ULFH IRU OLQGHQ %DQFRUS ,QF
'ROODUV LQ WKRXVDQGV H[FHSW SHU VKDUH GDWD
3XUFKDVH 3ULFH
0%, 6KDUHV 2XWVWDQGLQJ DW '"HFHPEHU
0%, 5SHVWULFWHG 6WRFN $ZDUGY 2XWVWDQGLQJ DW 'HFHPEHU
0%, 6KDUHV &DVKHG 2XW 8QGHU 7HUPV RI OHUJHU
([FKDQJH 5DWLR
&DVK 3DLG WR 6KDUHKROGHUV IRU 6KDUHV Rl &RPPRQ 6WRFN
0%, 6BWRFN 2SWLRQV 2XWVWDQGLQJ DW '"HFHPEHU
6KDUHV DW /HVV 6WULNH 3ULFH
&DVK 3DLG RQ 0%, 2SWLRQV
7RWDO 3XUFKDVH 3ULFH
1HW $VVHWV $FTXLUHG
&DVK DQG &DVK (TXLYDOHQWYV
6HFEXULWLHYV $YDLODEOH IRU 6DOH
/RDQV DQG /HDVHV 5HFHLYDEOH
3UHPLVHV DQG (TXLSPHQW 1HW
&DVK 9DOXH RI /LIH ,QVXUDQFH
&RUH '"HSRVLW ,QWDQJLEOH
2WKHU $VVHWYV
7RWDO $VVHWYV

'"HSRVLWYV

%RUURZLQJV

2WKHU /LDELOLWLHV

7TRWDO /LDELOLWLHYV

I1HW $VVHWYV $FTXLUHG

*RRGZLOO 5HVXOWLQJ IURP OHUJHU
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$IWHU WKH FORVH RI EXVLQHVYV RQ 1RYHPEHU WKH &RPSDQ\ FRPSOHWHG WKH DFTXLV
5LFKODQG 6WDWH %DQN ORFDWHG LQ 5D\YLOOH /RXLVLDQD 7KH &RPSDQ\ LVVXHG

PLOOLRQ $W 1RYHPEHU 56%, KDG IDLU YDOXHV RI DSSUR[LPDWHO\ PLOOLRQ L
DQG PLOOLRQ LQ WRWDO VKDUHKROGHUVY HTXLW\

&RVW DQG $OORFDWLRQ RI 3XUFKDVH 3ULFH IRU 5LFKODQG 6WDWH %DQF
'ROODUV LQ WKRXVDQGYV H[FHSW SHU VKDUH GDWD
3XUFKDVH 3ULFH

6KDUHV ,VVXHG WR 56%, 6KDUHKROGHUV RQ 'HFHPEHU
&ORVLQJ 6WRFN 3ULFH RQ 1RYHPEHU
7RWDO 3XUFKDVH 3ULFH
1HW $VVHWYV $FTXLUHG
&DVK DQG &DVK (TXLYDOHQWYV
6HFXULWLHY $YDLODEOH IRU 6DOH
/RDQV DQG /HDVHV 5HFHLYDEOH
BUHPLVHV DQG (TXLSPHQW 1HW
&DVK 9DOXH RI /LIH ,QVXUDQFH
&RUH 'HSRVLW ,QWDQJLEOH
2WKHU $VVHWYV
7RWDO $VVHWV

'"HSRVLWYV

2WKHU /LDELOLWLHYV
7RWDO /LDELOLWLHV
1HW $VVHWYV $FTXLUHG

*RRGZLOO 5HVXOWLQJ IURP OHUJHU

2Q -XQH WKH &RPSDQ\ VROG D EUDQFK WKDW ZDV DFTXLUHG LQ WKH 56%, DFTXLVLW
GHSRVLW LQWDQJLEOH E\ PLOOLRQ

7KH IROORZLQJ XQDXGLWHG VXSSOHPHQWDO SUR IRUPD LQIRUPDWLRQ LV SUHVHQWHG WR 1
7TKHVH XQDXGLWHG SUR IRUPD UHVXOWY DUH QRW QHFHVVDULO\ LQGLFDWLYH RI WKH
FRPSOHWHG DV RI -DQXDU\ DQG VKRXOG QRW EH FRQVLGHUHG UHSUHVHQWDWLYH RI
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JRU 7KH <HDU (QGHG 'HFHPE

'ROODUV LQ WKRXVDQC
H[FHSW SHU VKDUH GD\

,QWHUHVW ,QFRPH
,QWHUHVW ([SHQVH

1HW ,QWHUHVW ,QFRPH

3URYLVLRQ IRU /RDQ /RVVHV

1HW ,QWHUHVW ,QFRPH DIWHU 3URYLVLRQ IRU /RDQ /RVVHV
1RQLQWHUHVW ,QFRPH

1RQLQWHUHVW ([SHQVH

,QFRPH %HIRUH ,QFRPH 7D[HV

JQFRPH 7D[ ([SHQVH

1HW ,QFRPH

(DUQLQJV 3HU &RPPRQ 6KDUH
%DVLF
'LOXWHG
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1IRWH(DUQLQJV SHU &RPPRQ 6KDUH
%DVLF HDUQLQJV SHU VKDUH (36 UHSUHVHQWY LQFRPH DYDLODEOH WR FRPPRQ VKDUHK
GLOXWLRQ IRU DQ\ SRWHQWLDOO\ FRQYHUWLEOH VKDUHV LV LQFOXGHG LQ WKH FDOFX
FRQWUDFWY WR LVVXH FRPPRQ VWRFN ZHUH H[HUFLVHG RU FRQYHUWHG LQWR FRPPRQ V\
WKH &RPSDQ\ 7KH SRWHQWLDO FRPPRQ VKDUHV WKDW PD\ EH LVVXHG E\ WKH &RPSDQ\ UH

<HDUV (QGHG 'HFHPEHU

'ROODUYV LQ WKRXVDQGV H[FHSW St
IXPHUDWRU
1HW ,QFRPH $YDLODEOH WR &RPPRQ 6KDUHV

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

‘HLIJKWHG $YHUDJH 'LOXWLYH &RPPRQ 6KDUHV

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

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

IRWH &DVK DQG 'XH )URP %DQN =*
7KH %DQN LV UHTXLUHG WR PDLQWDLQ IXQGV LQ FDVK RU RQ GHSRVLW ZLWK WKH )HGHUDC
PLOOLRQ DV RI '"HFHPEHU

I1RWH 6HFXULWLHYV %

7KH DPRUWL]HG FRVW DQG IDLU YDOXHV RI VHFXULWLHY DYDLODEOH IRU VDOH DV RI '"HFHPEF

'"HFHPEHU
"ROODUV LQ WKRXVDQGYV
*URVYV *URVYV
$PRUWL]HG8QUHDOL]H@QUHDOL]HG )DLU
&RVW *DLQV IRVVHYV 9DOXH

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

7RWDO 6HFXULWLHV $YDLODEOH IRU 6DOH
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'"HFHPEHU
"ROODUV LQ WKRXVDQGV
*URVYV *URVV
$PRUWL]HG8QUHDOL]H@QUHDOL]HG )DLU
&RVW *DLQV IRVVHV 9DOXH

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

7TRWDO 6HFXULWLHY $YDLODEOH IRU 6DOH

7KH IROORZLQJ WDEOH LV D VXPPDU\ RI VHFXULWLHV ZLWK JURVV XQUHDOL]JHG ORVVHV DQ
OHQJWK RI WLPH LQ D FRQWLQXHG XQUHDOL]JHG ORVV SRVLWLRQ 'XH WR WKH QDWXUH |
FRQVLGHUHG D WHPSRUDU\ LPSDLUPHQW RI WKH VHFXULWLHYV

"HFHPEHU
JHVV 7KDQ ORQWKV ORQWKY RU *UHDWHU 7RWDO
"ROODUV LQ WKRXVDQGYV
*URVYV *URVYV *URVYV
YDLU 8QUHDOL]HG )DLU 8QUHDOL]HG )DLU 8QUHDOL]H
9DOXH IRVVHV 9DOXH IRVVHV 9DOXH /IRVVHV
86 *RYHUQPHQW $JHQFLHV
&RUSRUDWH BHFXULWLHYV
ORUWJIDJH %DFNHG 6HFXULWLHYV
OXQLFLSDO 6HFXULWLHYV
7RWDO 6HFXULWLHY $YDLODEOH IRU 6DOH
"HFHPEHU
JHVV 7KDQ ORQWKV ORQWKY RU *UHDWHU 7RWDO
"ROODUV LQ WKRXVDQGYV
*URVV *URVYV *URVYV
)DLU 8QUHDOL]HG )DLU 8QUHDOL]HG )DLU 8QUHDOLI]H
9DOXH IRVVHV 9DOXH IRVVHV 9DOXH /RVVHV

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

7TRWDO 6HFXULWLHY $YDLODEOH IRU 6DOH

ODQDJHPHQW HYDOXDWHY VHFXULWLHV IRU RWKHU WKDQ WHPSRUDU\ LPSDLUPHQW ZKHQ HFR(
H[WHQW DQG OHQJWK RI WLPH WKH IDLU YDOXH KDV EHHQ EHORZ FRVW WKH UHDVRQV IRU WK
WKDQ QRW WKDW WKH &RPSDQ\ ZLOO EH UHTXLUHG WR VHOO WKH VHFXULW\ EHIRUH WKH UHF
FRXOG SRWHQWLDOO\ KDYH D FUHGLW LPSDLUPHQW WKDW LV RWKHU WKDQ WHPSRUDU\ 7KLV
FROODWHUDO W\SH FROODWHUDO JHRJUDSK\ ORDQ WR YDOXH UDWLRV FUHGLW VFRUHV OR
RWKHU IDFWRUV DV LQGLFDWRUV Rl SRWHQWLDO FUHGLW LVVXHV :KHQ WKH &RPSDQ\ GHWHL
LV UHFRJQL]HG
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7KH DPRUWL]HG FRVW DQG IDLU YDOXHV RI VHFXULWLHY DYDLODEOH IRU VDOH DV RI '"HFHPEL
FRQWUDFWXDO PDWXULWLHYV LQ PRUWJDJH EDFNHG VHFXULWLHY EHFDXVH WKH PRUWJDJHV

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

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

7TRWDO 6HFXULWLHYV $YDLODEOH IRU 6DOH

6HFXULWLHY DYDLODEOH IRU VDOH ZLWK D IDLU YDOXH RI PLOOLRQ DQG PLOOLRQ
UHTXLUHG RU SHUPLWWHG E\ ODZ DV RI '"HFHPEHU DQG

7TKHUH ZHUH DQG UHDOL]HG JURVYV JDLQV IURP VDOHV RU UHGHPSWLRQ
UHVSHFWLYHO\ 7KHUH ZHUH UHDOL]JHG JURVYV ORVVHV IURP VDOHV RU UHGHPSWLRQV R
VDOHV RU UHGHPSWLRQV RI VHFXULWLHV IRU WKH \HDUV HQGHG 'HFHPEHU DQG Ut

2WKHU (TXLW\ 6HFXULWLHYV

7KH &RPSDQ\ KDV LQYHVWHG LQ WKH )HGHUDO +RPH /RDQ %DQN RI 'DOODV ZKLFK LV LQFOX
7KH FRVW RI WKHVH VHFXULWLHV ZDV PLOOLRQ DQG PLOOLRQ UHVSHFWLYHO\ DW 'H
DGYDQFHV IURP WKH JHGHUDO +RPH /RDQ %DQN RI 'DOODV DW ERWK 'HFHPEHU DQG
,QGHSHQGHQW %DQNHUV %DQN DQG LQ %DQNHUV ,QVXUDQFH //& DQG DQ
UHVSHFWLYHO\ 7KHVH LQYHVWPHQWY DUH FDUULHG DW FRVW GXH WR WKH ODFN RI D
WKH &RPSDQ\ KDV LQYHVWHG PLOOLRQ DQG PLOOLRQ LQ OF/DUW\ &DSLWDO 3DUWQHUYV |
PLOOLRQ DQG PLOOLRQ LQ %OXHKHQJH &DSLWDO 6HFXUHG '"HEW 6%,& / 3 DQG
UHVSHFWLYHO\ 7KHVH LQYHVWPHQWY DUH DFFRXQWHG IRU XWLOL]JLQJ WKH HTXLW\ PHWKR
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1RWH /RDQV DQG WKH $OORZDQFH IRU /RDQ /RVVHV #
/RDQV UHFHLYDEOH DW 'HFHPEHU DQG DUH VXPPDUL]HG DV IROORZV

'"HFHPEHU

"ROODUV LQ WKRXVDQGC
5HDO HVWDWH ORDQV
&RQVWUXFWLRQ DQG ODQG
YDUPODQG
IDPLO\ UHVLGHQWLDO
OXOWL IDPLO\ UHVLGHQWLDO
1RQIDUP QRQUHVLGHQWLDO
&RPPHUFLDO
&RQVXPHU
7RWDO ORDQV KHOG IRU LQYHVWPHQW

/HVV
$0O0ORZDQFH IRU ORDQ ORVVHV
1HW ORDQV

7KH SHUIRUPLQJ RQH WR IRXU IDPLO\ UHVLGHQWLDO PXOWL IDPLO\ UHVLGHQWLDO FRPPHL

VHFXULQJ DGYDQFHV IURP WKH )+/% DW 'HFHPEHU DQG

1HW GHIHUUHG ORDQ RULJLQDWLRQ IHHV ZHUH PLOOLRQ DQG PLOOLRQ DW 'HFHPEHU
DERYH ,Q DGGLWLRQ WR ORDQV LVVXHG LQ WKH QRUPDO FRXUVH RI EXVLQHVV WKH &RP
RYHUGUDIWV DV ORDQV LQ LWV FRQVROLGDWHG EDODQFH VKHHWYV $W 'HFHPEHU DQ¢
ORDQV

7KH %DQN LV WKH OHDG OHQGHU RQ SDUWLFLSDWLRQV VROG ZLWKRXW UHFRXUVH WR RW
SULQFLSDO EDODQFHV RI PRUWJDJHYVY DQG RWKHU ORDQV VHUYLFHG IRU RWKHUV ZHUH DSSUR

7KH %DQN JUDQWY ORDQV DQG H[WHQVLRQV RI FUHGLW WR LQGLYLGXDOV DQG D YDULHW\
DQG 7H[DV ODQDJHPHQW VHJUHJDWHV WKH ORDQ SRUWIROLR LQWR SRUWIROLR VHIJPHQWYV
PHWKRG IRU GHWHUPLQLQJ LWV DOORZDQFH IRU ORDQ ORVVHV 7KH SRUWIROLR VHIJPHQ
ORDQ W\SH 6XFK ULVN IDFWRUV DUH SHULRGLFDOO\ UHYLHZHG E\ PDQDJHPHQW DQG UHYLYV

/IRDQV DFTXLUHG LQ EXVLQHVV FRPELQDWLRQV DUH LQLWLDOO\ UHFRUGHG DW IDLU YDOXF
OLYHV RI WKH ORDQV DQG WKHUHIRUH QR FRUUHVSRQGLQJ DOORZDQFH IRU ORDQ (
VXEVHTXHQWO\ UHTXLUHG DOORZDQFH IRU ORDQ ORVVHV IRU DFTXLUHG ORDQV QRW GHHP
Rl ORVV LV EDVHG RQ WKH XQSDLG SULQFLSDO EDODQFH DQG WKHQ FRPSDUHG WR DQ\ UHI
WKH UHPDLQLQJ XQDFFUHWHG GLVFRXQW DQ DOORZDQFH LV UHFRUGHG IRU VXFK GLIITHUHC

/IRDQV DFTXLUHG LQ EXVLQHVYVY FRPELQDWLRQV ZHUH UHFRUGHG DW HVWLPDWHG IDLU YDOX
7TRWDO ORDQV KHOG IRU LQYHVWPHQW DW '"HFHPEHU LQFOXGHYV PLOOLRQ RI OREL

GDWH ,QFOXGHG LQ WKH DFTXLUHG EDODQFHY DW '"HFHPEHU ZHUH DFTXLUHG LPSD
PLOOLRQ DQG DFTXLUHG SHUIRUPLQJ ORDQV QRW DFFRXQWHG IRU XQGHU $6& WRWDOLQ
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7RWDO ORDQV KHOG IRU LQYHVWPHQW DW 'HFHPEHU LQFOXGHYV PLOOLRQ RI OREL
GDWH ,QFOXGHG LQ WKH DFTXLUHG EDODQFHY DW 'HFHPEHU ZHUH DFTXLUHG LPSDL
PLOOLRQ DQG DFTXLUHG SHUIRUPLQJ ORDQV QRW DFFRXQWHG IRU XQGHU $6& WRWDOLQ

7KH IROORZLQJ WDEOHYV VHW IRUWK DV RI '"HFHPEHU DQG WKH EDODQFH RI WKH
PHWKRGRORJ\ ZKLFK LV WKHQ IXUWKHU VHJUHJDWHG E\ DPRXQWY HYDOXDWHG IRU LPSDL
SRUWIROLR VHIPHQW LV QRW QHFHVVDULO\ LQGLFDWLYH RI IXWXUH ORVVHV LQ DQ\ SDUW
RWKHU SRUWIROLR VHIJPHQWYV

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

"HFHPEHU
"ROODUV LQ WKRXVDQGYV
5HDO (VWDWH 5HDO (VWBWEO (VWBMWDHO (VWDWH
&RQVWUXFBHR® (VWDWH)DPLO\OXOWL IDPLRQIDUP
DQG /DQG )DUPODQGS5HVLGHQWILH\L GHQWR@OHVLGEBRMADUFLERQVXPHU 7RWDO
$OORZDOEH IRU FUHGLW ORVVHYV
%HILQQLQJ %DODQFH
&KDUJH RIIV
5HFRYHULHV
3URYLVLRQ

(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 LQGLY
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"HFHPEHU
"ROODUYV LQ WKRXVDQGYV
5HDO (VWDWH 5HDO (VWBWEO (VWBMWDHO (VWDWH
&RQVWUXFBHR® (VWDWH)DPLO\OXOWL IDPLRYQIDUP
DQG /DQG )DUPODQGS5HVLGHQWILH\L GHQWR@OHVLGEBRMADUFLERQVXPHU 7RWDO
$OORZDQFH IRU FUHGLW ORVVHYV
%HJLQQLQJ EDODQFH
&KDUJH RIIV
5HFRYHULHV
3URYLVLRQ

(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 LQGLY

SRUWGRIOPBQWN )DFWRUYV

&RQVWUXFWLRQ DQG ODQG LQFOXGH ORDQV WR VPDOO WR PLGVL]HG EXVLQHVVHV WR FRQ"
SURSHUWLHY DQG UHVLGHQWLDO GHYHORSPHQWY DQG WR D OHVVHU H[WHQW ORDQV WR L
DVVRFLDWHG ZLWK WKHVH ORDQV LQFOXGH IOXFWXDWLRQV LQ WKH YDOXH RI UHDO HVWDW
RQ WKH DELOLW\ Rl WKH FRQVWUXFWLRQ ORDQ ERUURZHU WR ILQDQFH WKH ORDQ RU VHOO
VHFRQGDU\ PDUNHW WHUPV DQG FULWHULD IRU SHUPDQHQW ILQDQFLQJ VLQFH WKH WLPH W

)DUPODQG ORDQV DUH RIWHQ IRULQYHVWPHQWY UHODWHG WR DJULFXOWXUDO EXVLQHVVH
SHUPDQHQW ILQDQFLQJ RU WKH FDVKIORZ IURP WKH ERUURZHUfV RQJRLQJ RSHUDWLRQV

2QH WR IRXU IDPLO\ UHVLGHQWLDO LQFOXGH ILUVW DQG VHFRQG OLHQ RQH WR IRXU IDPLO\
RFFXSLHG SULPDU\ UHVLGHQFHY :H DUH H[SRVHG WR ULVN EDVHG RQ IOXFWXDWLRQV LQ W
ERUURZHUTV ILQDQFLDO FRQGLWLRQ ZKLFK FRXOG EH DIIHFWHG E\ QXPHURXV IDFWRUV L(

OXOWLIDPLO\ UHVLGHQWLDO ORDQV DUH JHQHUDOO\ RULJLQDWHG WR SURYLGH SHUPDQHQW
ORDQV SULPDULO\ UHOLHV RQ VXFFHVVIXO UHQWDO DQG PDQDJHPHQW RI WKH SURSHUW\

1RQIDUP QRQUHVLGHQWLDO ORDQV DUH HIWHQVLRQV RI FUHGLW VHFXUHG E\ RZQHU RFFXSI
VXFFHVVIXO RSHUDWLRQV RI WKH SURSHUW\ *HQHUDO HFRQRPLF FRQGLWLRQV PD\ LPSDFW
HVYWDWH YDFDQF\ UDWHV DQG XQHPSOR\PHQW WUHQGV

&RPPHUFLDO ORDQV LQFOXGH JHQHUDO FRPPHUFLDO DQG LQGXVWULDO RU &, ORDQV |
ILQDQFLQJ DVVHW DFTXLVLWLRQ H[SDQVLRQ DQG GHYHORSPHQW ORDQV ERUURZLQJ ED\
DUH XQGHUZULWWHQ RQ WKH EDVLV RI WKH ERUURZHUYfVY DELOLW\ WR VHUYLFH WKH GH
JHQHUDOO\ DUH VHUYLFHG SULQFLSDOO\ IURP WKH RSHUDWLRQV RI WKH EXVLQHVY DQG V
FDVK IORZV IURP WKH EXVLQHVV ZKLFK PD\ EH LQIOXHQFHG E\ HYHQWYV QRW XQGHU WK
UHJXODWLRQV FRXOG PDWHULDOO\ DIIHFW WKH DELOLW\ RI WKH ERUURZHU WR UHSD\ WKH

































































































