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YRUGHUBIW 3D\ P HOW YRUGHUBIW &UP H YDMOQFLQI 6SHHG 6HFXUW DQG
$ FFRXQVDELAW LQ 5HDOT7 P H DQG &WRW YRUGHU3D\ P HQW

K\ VKLV P DWWU/ QRZ

5HDO WLPH DQG FURVV ERUGHU SD\PHQW LQIUDVWUXFWXUH KDV
HFRQRPLHV -W KDV DOVR WUDQVIRUPHG KRZ FULPH PRYHV )DV
VHDPOHVYVY LQWHUQDWLRQDO OLQNDJHYVY KDYH FRPSUHVVHG WLPI
OHJLWLPDWH FRPPHUFH EXW DOVR IRU IUDXG DQG VFDPV

$W WKH OXPEDL URXQGWDEOH FRQYHQHG GXULQJ WKH *OREDO )
GLYHUVH JURXS RI LQGXVWU\ VWDNHKROGHUYV LQFOXGLQJ UHJX
SURYLGHUV WHFKQRORJ\ ILUPV DQG ODZ HQIRUFHPHQW UHSUH\
DVVHVVPHQW WKH SUHYDLOLQJ DSSURDFK WR ILQDQFLDO FULP]
LQVWDQW DQG LQWHUFRQQHFWHG SD\PHQWYV

7KH FRUH SUREOHP LV QRW VLPSO\ RQH RI ULVLQJ IUDXG YROXP
KRZ SD\PHQW V\VWHPV DUH EHLQJ GHVLJQHG DQG VFDOHG DQG
IUDPHZRUNYV DQG GDWD VKDULQJ PHFKDQLVPV DUH DEOH WR HY|
REMHFWLYH RI SD\PHQWYV UHIRUP VHFXULW\ WRR RIWHQ UHPDL(

7KH LVVXH LV QRW VLPSO\ ULVLQJ IUDXG LW LV WKDW SD\PHQV
LQIUDVWUXFWXUH OHYHO ZKLOH DFFRXQWDELOLW\ DQG FRRUGL
OHYHO
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([ WL 1WDP HZ RUNV DQG VKHWW@P W

7KH*  HFWRW ERUWHULRDGP DS DQG VKH VSHHG P SHLDVIYH

7KH * FURVV ERUGHU SD\PHQWYVY URDGPDS VXSSRUWHG E\ WKH
%DQN IRU - QWHUQDWLRQDO 6HWWOHPHQWYV %-6 KDV EHHQ D ¢
PRUH WUDQVSDUHQW GRPHVWLF IDVW SD\PHQWY DQG LQWHUQD\

+RZHYHU VHYHUDO SDUWLFLSDQWY DUJXHG WKDW WKHVH WDUJ
DQG VRSKLVWLFDWLRQ RI VFDPV LQ UHDO WLPH HQYLURQPHQWV
VSHHG WDUJHWYV DV IL[HG GHDGOLQHVY ULVNV KDUG ZLULQJ YXO
DGHTXDWH IUDXG FRQWUROV GDWD VKDULQJ DUUDQJHPHQWYV D

2QH JOREDO SDUWLFLSDQW UHIOHFWLQJ UHFHQW )6% GLVFXVVL
VKRXOG EH WUHDWHG DV EHQFKPDUNV UDWKHU WKDQ H[SOLFLW
EH PHW ZLWKRXW DFFRPPRGDWLQJ IUDXG DQG VHFXULW\ ULVNYV
LOQRYDWLRQ EXW WR HQVXUH SULRULWLHYVY DUH DSSURSULDWH

%DOQN FHQWLF LHIX@VIRQ LQ D P XOL DFVRRUI LDXG FKDLQ

ORVW H[LVWLQJ UHJXODWRU\ DQG OLDELOLW\ UHJLPHV UHPDLQ |
ILQDQFLDO LQVWLWXWLRQV VLW DW ERWK WKH VWDUW DQG HQG
ZLWK WKH WUDQVDFWLRQ DQG WKHUHIRUH EHDU SULPDU\ UHVS

7KH URXQGWDEOH HYLGHQFH FKDOOHQJHG WKLV DVVXPSWLRQ )
RQ VRFLDO PHGLD SODWIRUPV PHVVDJLQJ VHUYLFHYV DQG GLJLV
SD\PHQW VHUYLFH SURYLGHUY DQG EDQNV DQG WKH\ RIWHQ HIJL
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&RP SDUQJ P RGHY IVROWAG | RONMHWHV
YV UHI XOWAG JDWAZ D\ V

$ FHQWUDO WKHPH RI WKH URXQGWDEOH GLVFXVVLRQ
ZDV WKH FRQWUDVW EHWZHHQ WZR PRGHOV RI
FRQWURO

ORGHO -VRODWHG LQVWLWXWLRQ OHYHO GHIHQFHYV

~Q WKLY PRGHO HDFK UHJXODWHG HQWLW\ IREXVHV RQ

LWV RZQ SHULPHWHU

e ORQLWRULQJ LV LQVWLWXWLRQ VSHFLILF

e 'DWD VKDULQJ LV OLPLWHG VORZ DQG RIWHQ
SRVW HYHQW

e /LDELOLW\ LV FRQFHQWUDWHG RQ EDQNYV
UHJDUGOHVV RI ZKHUH ULVN RULJLQDWHV

e /DZ HQIRUFHPHQW HQJDJHPHQW LV ODUJHO\
UHWURVSHFWLYH
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7KLY DSSURDFK FDQ VLW DW RGGYV ZLWK WKH UHDOLW\ RI UHDO
PXOWLSOH LQVWLWXWLRQV DQG MXULVGLFWLRQV LQ VHFRQGYV

ORGHO 5HIXODWHG JDWHzZD\V DQG QHWZRUN OHYHO FROODER

$Q DOWHUQDWLYH PRGHO LOOXVWUDWHG WKURXJK -QGLD V OH
WRZDUGYVY UHJXODWHG JDWHZD\V IRU ODZIXO SXUSRVH ERXQG G

7KHUH ZzDV EURDG DJUHHPHQW WKDW VHFWRUDO SD\PHQWYV ODZ
RSHUDWH WRIJHWKHU WR HQDEOH SURDFWLYH IUDXG LQWHOOLJI
UHVRQDWHG VWURQJO\ WAKURVMPAWKRUDRRIFD\PHQWY ODZ XQORFN
SURWHFWLRQ ODZ JLYHV WKH SDVVDJH

7KLV UHIUDPHYVY SULYDF\ ODZ IURP D KXUGOH WR EH RYHUFRPH L
DXWKRULW\ WHFKQLFDO VWDQGDUGY DQG WUXVW IUDPHZRUNYV
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P SQFDVIRQV | RUFRRUGLQDVIRQ DQG LP SGP HQVDVRQ
1 DIRQDOSD\ P HQWWM WHP V DV FRRUGLQDVIRQ DQFKRU/

$V UHDO WLPH V\VWHPV VFDOH QDWLRQDO SD\PHQW LQIUDVWU)
PDQDJLQJ IUDXG ULVN 7KH\ DUH QR ORQJHU MXVW WUDQVDFWLI
EHFRPLQJ FRRUGLQDWLRQ SRLQWV WKURXJK ZKLFK FROOHFWLY
VWUHQJIJWKHQHG

'XULQJ WKH URXQGWDEOH -QGLD V 8QLILHG 3D\PHQWY —QWHUIL
D XVHIXO EHQFKPDUN IRU XQGHUVWDQGLQJ KRZ IUDXG FRQWURC
WUDQVDFWLRQ YROXPHV ZLGH LQVWLWXWLRQDO SDUWLFLSDWL
LOOXVWUDWHY ZKDW KDSSHQV ZKHQ V\WVWHP OHYHO UHVLOLHQF
D SROLF\ DVSLUDWLRQ

6KDUHG PRQLWRULQJ FDSDELOLWLHYVY EDVHOLQH SDUWLFLSDWL
VHWWLQJ ZHUH DOO FLWHG DV IHDWXUHV WKDW KHOS UHGXFH Z

([SHULHQFH DW VFDOH DOVR H[SRVHV YDULDWLRQ LQ LQVWLWXYV
PRQLWRULQJ DQG LQYHVWLJDWLYH FDSDFLW\ DFURVYVY SDUWLFLS
YROXPHVY JUHZ 6RPH EDQNV RSHUDWH DGYDQFHG UHDO WLPH D
WLPH RU EDWFK SURFHVVHV 7KLV KDV UHLQIRUFHG WKH QHHG I
EDVHOLQH SURWHFWLRQVY DFURVVY DOO SDUWLFLSDQWYV

7R DGGUHVV WKLV KHWHURJHQHLW\ WKH QDWLRQDO SD\PHQWV
LQIUDVWUXFWXUH KDV LQWURGXFHG VKDUHG WRROV LQFOXGL/(
FHQWUDOO\ SURYLGHG UHDO WLPH IUDXG PRQLWRULQJ
VIVWHPV WKDW VPDOOHU LQVWLWXWLRQV FDQ XVH WR

PHHW PLQLPXP VWDQGDUGY &HQWUDO JRYHUQDQFH

RYHU UXOH GHSOR\PHQW KHOSV PDLQWDLQ V\VWHP

VWDELOLW\ ZKLOH VWLOO DOORZLQJ ULVN EDVHG WDLORULQJ
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7KH GLVFXVVLRQ DOVR EXLOW RQ WKHPHYV
H[SORUHG LQ (3%$%$ V 6HSWHPEHU EULHILQJ
RQ FROODERUDWLRQ DQG WHFKQRORJ\ LQ WDFNOLQJ
SD\PHQWYV IUDXG 7KDW UHSRUW KLJKOLJKWHG
ODOD\VLD V 1DWLRQDO )UDXG 3RUWDO DV DQ
H[DPSOH Rl KRZ VWUXFWXUHG FRRUGLQDWLRQ
FDQ PRYH IURP SULQFLSOH WR SUDFWLFH
‘LWKLQ LWV ILUVW \HDU EDQNV DQG ZDOOHWYV
KDG MRLQHG WKH SRUWDO HQDEOLQJ DURXQG
FDVHV WR EH WUDFHG DQG LPSURYLQJ
UHFRYHU\ RXWFRPHV IRU HDUO\ UHSRUWHG FDVHV

~"PSRUWDQWO\ WKH OHVVRQ ZDV QRW VLPSO\ DERXW
WHFKQRORJ\ GHSOR\PHQW ZKLFK ZDV DFKLHYHG

LQ D PDWWHU RI PRQWKY EXW DERXW WKH PRUH
IXQGDPHQWDO QHHGV RI DOLJQLQJ GDWD VWDQGDUGYV
JRYHUQDQFH DUUDQJHPHQWY DQG UHJXODWRU\
IUDPHZRUNV VR WKDW SDUWLFLSDWLRQ EHFRPHYV
FRQVLVWHQW DQG RSHUDWLRQDO

$FURVV WKHVH H[DPSOHV RQH SRLQW ZDV UHSHDWHGO\
HPSKDVLVHG IUDXG FDQQRW EH PDQDJHG HIIHFWLYHO\

E\ LQVWLWXWLRQV DFWLQJ DORQH 1DWLRQDO SD\PHQW V\VWHP
DQG VKDUHG SRUWDOV FDQ SURYLGH WKH DUFKLWHEWXUH IRU F
DOLJQLQJ LOQFHQWLYHY DQG FUHDWLQJ FOHDUHU SDWKZD\V IRU
UHVSRQVH 7KH\ RIITHU D VWUXFWXUHG HQYLURQPHQW LQ ZKLFK
ILQDQFLDO LQVWLWXWLRQV DQG WHFKQRORJ\ SURYLGHUV FDQ Z
WHFKQLFDO SDUDPHWHUYV

$W WKH VDPH WLPH SDUWLFLSDQWYV ZHUH UHDOLVWLF DERXW W
DSSURDFK UHTXLUHY FOHDUHU DJUHHPHQW RQ ZKDW LQIRUPDWI
FRQGLWLRQVY DQG DW ZKDW VSHHG :LWKRXW JUHDWHU DOLJQP
IRUPDWY HYHQ ZHOO LQWHQWLRQHG SXEOLF SULYDWH SDUWQH
UHDFWLYH FDVH KDQGOLQJ (PEHGGLQJ WKHVH VWDQGDUGV DW
UHO\LQJ VROHO\ RQ ELODWHUDO DUUDQJHPHQWY ZDV VHHQ DV
FROOHFWLYH UHVLOLHQFH
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' DVID VKDUQJ DQG WX\

/IHIDO FODULW\
/IHIDO DXWKRULW\ LV D SUHUHTXLVLWH IRU HITHFWLYH GDWD VK
SHUPLVVLRQ RQ SDSHU GRHV QRW DXWRPDWLFDOO\ WUDQVODWI
DURXQG VFRSH SURSRUWLRQDOLW\ OLDELOLW\ DQG DFFHSWDE
HIFKDQJH &OHDU SXUSRVH ERXQG OHJDO IUDPHZRUNV WKDW G
EH VKDUHG DUH HVVHQWLDO WR PRYH IURP UHDFWLYH FRRSHUD
FROODERUDWLRQ

7HFKQLFDO FRQVLVWHQF\
(YHQ ZKHUH OHJDO IRXQGDWLRQV H[LVW GDWD VKDULQJ ZLOO \
WUXVWHG WHFKQLFDO FKDQQHOV &RPPRQ WD[RQRPLHV VKDUH
IRUPDWVY ZHUH KLJKOLJKWHG DV SUDFWLFDO HQDEOHUV 3DUWL
SULYDF\ HQKDQFLQJ WHFKQRORJLHVY LQFOXGLQJ GDWD PLQLPL
IHGHUDWHG DQDO\VLY ZKLFK DOORZ LQVWLWXWLRQV WR VKDU
XQQHFHVVDU\ SHUVRQDO GDWD 7KHVH WRROV KHOS UHFRQFLO}
SURWHFWLRQ REOLJDWLRQV UHGXFLQJ WKH SHUFHLYHG WUDGH

- QVWLWXWLRQDO WUXVW
7TUXVW UHPDLQV WKH FRQQHFWLY\ WLVVXH EHWZHHQ OHJDO SHL
SDUWLFLSDQWY HPSKDVLVHG WKDW WUXVWHG JRYHUQDQFH DUU
DQG FRQVLVWHQW SDUWLFLSDWLRQ UHTXLUHPHQWY DUH QHFHYV
URXWLQH UDWKHU WKDQ H[FHSWLRQDO :LWKRXW WKLV IRXQGD\
FROODERUDWLRQ UHPDLQV IUDJPHQWHG DQG HSLVRGLF
OLPLWLQJ LWV LPSDFW LQ IDVW PRYLQJ
FURVV ERUGHU HQYLURQPHQWYV

/IHIJDO SHUPLVVLRQ DORQH ZDV UHSHDWHGO\
GHVFULEHG DV LQVXIILFLHQW
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JLDELOLW\ DQG LQFHQWLYHYV

$ IXUWKHU FRPSOLFDWLRQ LV WKDW D JURZLQJ VKDUH RI ORVVH
SD\PHQWY UDWKHU WKDQ XQDXWKRULVHG IUDXG -Q 83- DQG RV
H[SHULPHQWDWLRQ ZLWK EHKDYLRXUDO LQWHUYHQWLRQV WUEL
SXUSRVH FRQWH[WXDO ZDUQLQJYV DQG QXGJHV EDVHG RQ VFDP
VROHO\ RQ DXWKHQWLFDWLRQ FRQWUROYV

OLVDOLJQHG OLDELOLW)\ IUDPHZRUNV ZHUH LGHQWLILHG DV D P
:KHUH EDQNV DEVRUE PRVW ORVVHV GHVSLWH OLPLWHG FRQWUT
LQFHQWLYHY WR LQYHVW DFURVV WKH HFRV\VWHP DUH ZHDN
5RXQGWDEOH SDUWLFLSDQWY DUJXHG WKDW FOHDUHU GLIITHUHGC
IRXQGDWLRQDO :LWKRXW LW DFFRXQWDELOLW\ EHWZHHQ SDUW
LQFRQVLVWHQW DQG WUXVW HURGHV

2QH JOREDO SDUWLFLSDQW FDXWLRQHG WKDW IUDPHZRUNV WK
ZLWK ZKHUH VFDPV DFWXDOO\ RULJLQDWH DQG ZKHUH FRQWURGO

83—- UHODWHG DFTXLULQJ DUUDQJHPHQWY LOOXVWUDWH KRZ OL|
LQFHQWLYH WRROV :KHUH IUDXG WR VDOHV UDWLRV H[FHHG GH
FDQ VKLIW LQ ZzD\V WKDW FUHDWH FRQFUHWH FRQVHTXHQFHV IR
DJJUHJDWRUV 7KLV FUHDWHY HDUOLHU GHWHFWLRQ LQFHQWLY!

&WRW ERWGHUSD\ P HOW VHREXUW E\ GHMJQ QRWEROWG RQ MWAU

&URVYV ERUGHU IDVW SD\PHQW OLQNDJHV ZHUH VHHQ E\ URXQGW
RSSRUWXQLW\ DQG D ULVN PXOWLSOLHU —-QLWLDWLYHYV OLQNLQ
EHQHILWY EXW WKH\ DOVR H[SRVH EOLQG VSRWV ZKHUH DXWKR

(YHQ V\VWHPV ZLWK VWURQJ GRPHVWLF FRQWUROV VXFK DV 83-
FRUULGRUV DQG IDVW SD\PHQW OLQNDJHV H[SDQG 'RPHVWLF D>
FRXQWHUSDUW V\VWHPV I1UDXG W\SRORJLHVY LQYHVWLJDWLYH \
XQGHUVFRUHV WKH LPSRUWDQFH RI HPEHGGLQJ VKDUHG GHILQL
OLQNDJH GHVLJQ IURP WKH RXWVHW

SDUWLFLSDQWYV VWUHVVHG WKDW IUDXG FRQWURO DUFKLWHFWX
OLQNDJHV (PEHGGLQJ ULVN VLIJQDOV VKDUHG SOD\ERRNV DQG
WKH RXWVHW LV VLIJQLILFDQWO\ PRUH HIIHFWLYH WKDQ UHWURI

"N&@38 & °@® NN «va & V3 - N @ N N° & ge O°
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3WDJIP DVIF QH WISV

7TKH URXQGWDEOH SRLQWHG WR SUDFWLFDO QHDU WHUP DFWLR

SHIUDPH VSHHG DQG FRVW WDUJHWY DV FRQGLWLRQDO RQ DG
&RGLI\ VKDUHG DFFRXQWDELOLW\ DFURVYV WKH IXOO IUDXG FK
2SHUDWLRQDOLVH UHIJXODWHG JDWHZD\V IRU ODZIXO LQWHOC
(PEHG IUDXG FRQWURO DUFKLWHFWXUH LQWR IDVW SD\PHQW
- QYHVW LQ VKDUHG WRROV FDSDFLW\ DQG W\SRORJ\ HI[FKDQJ
S3LORW PHVK VW\OH FROODERUDWLRQ SURWRFROV

$GYDQFH VIQWKHWLF GDWD DQG MRLQW PRGHO GHYHORSPHQ\

7KHVH VWHSV UHIOHFW D UHFRJQLWLRQ WKDW FRRUGLQDWLRQ |
ELQGLQJ FRQVWUDLQW

&RQFOXVLRQ

7KH OXPEDL URXQGWDEOH GLVFXVVLRQ XQGHUVFRUHG D IXQGDP
DUH QR ORQJHU D VHFRQGDU\ VDIHIXDUG WR EH OD\HUHG RQWR
DUH D FRUH HOHPHQW RI LQIUDVWUXFWXUH GHVLJQ PDUNHW DF

-Q b ZRUOG RI ERUGHUOHVY UHDO WLPH YDOXH WUDQVIHU LVR
SDUWLFLSDQW VXPPDULVHG ZH DUH IROORZLQJ D KXE DQG VSR
PHVK QHWZRUN &ORVLQJ WKDW JDS ZLOO UHTXLUH UHJXODWRL
GHOLEHUDWHO\ ODZIXOO\ DQG DW QHWZRUN VFDOH

7KH QH[W SKDVH RI SD\PHQWY LQQRYDWLRQ ZLOO EH GHILQHG Q
E\ ZKHWKHU WKH V\VWHPV WKDW PRYH LW FDQ FROOHFWLYHO\ N
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%HQMDPL *DUHWK % *DU\ <HR -DVRQDé ODWKLOGH %
1H[XV 3D\| (TXLOL] 3D\QHW 0I 6XPVX 3D\3DO
OHHQD &KD 6 D XU D EXV 6XMHHW ¢ 6XYHHU .K 6ZDWL
%-6 —-QQR 5% — -QGLD ([L .30* 1-3/
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7DUDQGH! 9DLEK 9DUXQ 9LQREXPD 9LVZDQD
6LQJK /DPE 7DUDQ! -3 ORU. 3DUDPH VI .ULVROXUYV
6WDQGDUG ¢ 9LVD +6%& 1-3/



7KHPHUJLZD\PH QMWW RFL WL RIBSLV
DOHDGRQVRFLDRULGQRY IEXVYQHVYHV
WKBHVLBDFLISF\PHQMWRRV\VWKFEOXGLQJ

EDQNV LVVXHUV DQG WHFKQRORJ\ SURYLGHUYV

(3$$ KRVWGELVFXVVLROVOMDQNNQG &2 17$&7 86
QHWZRUMLYHQVBWRYLGRPBBEHUXLWK
LQVLIJENMO\AKIOXHER®MUFQ A HIXODWLRQ

DQG UHSUHVHQWLQJ $3%$& LQ LQWHUQDWLRQDO PV

TKHFRPPXQDWSOLMKYRLEGGD\PHQWYV

FROQQHMEXYLQHVSSRUWXQR@GGWVLYHV
LQQRYDWRRRBURWHKHLQDQRUDBOHQWYV
ODQGVFDSH DQG OLYHV HYHU\ZKHUH
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