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KDW V KDSSHQLQJ

7KH FRUHVSRQGHOWEDQNQI P RGHCKDV EHHQ WH VAWKPXWUDCEDANERQH RI LOWLODMRQDCSD, P HOW IRU
GHFDGHV -WZ RUWE\ LIRXWQJ FLRW ERUGHUMDQVDPARQY WILRXJK QHVE RUNVRI ELOMADOHDMRQWKLSY
EHVE HHQ EDQNV Z MY HDFK KRS DGGIQJ WP H FRVWDQG RSDAW VR WH VHWBP HOASLRFHW 7KH P RGHOY/
UHMIOHQPH KDVFRP HIWRP IW GHSW. DQG UHDRK. W Z HDNQHW KDV DA D\ V EHHQ WH | UPARQ MIQWRGXAHV
SDUAEX@UD |RUVP DIUYDOH I BZ V QRQ P DRUFXUHQR. FRUIGRY/ DQG WDQVDPARQV WDWHT XILH P XGAS®
KRSV R UHDFK WHUGHWODWRQ

6VBEGFRIQ WDLY Rl | HUD VWXPUDCDGMUQDWYH $ VP DEEDQNLQ D P DINHWZ IWKRXWHEE DAKHG
FRUHVSRQGHQWEDQN.QJ LHDMRQVKLSV FDQ R | HUIW FTHQW WDQVDPARQDOGRAUEDONQJ E\ FRQOHPWQ) \R D
86' & DFFRXQADD EDQNWDWGRHY Z IWRXWHT XIUQJ WH ELOWIDAHDMRQVKLS LI UDVAKPMUH WDW
FRUHVSRQGHWEDQNIQJ GHSHQGVRQ 7KH LP STFDWRQV | RUEDQNY WDWGHUYH LI QULLEDQWHYHQXH | LRP

FRUHVSRQGHQWEDQN.QJ | HHV DUH VLI QULLFDQADQG QR HWIX@ SUFHG LOVR IQVAMWRQDOMDWI\
7KLY GMXSWRQ LY QRWKHRUHWEDO- WY DOHDG. YIME®! LQ WH Z D WDW/AP DI LODQADAQMANWRQY

SDUAEX@UD LQ P DINHW WDWDLH XQGHUWHUYHG B\ FRUHVSRQGHQWEDQNQI QHVE RUNV DUH DSSURDAKIQU
WEEGRLQ LQ IDVWAXPMUH ) RUMHVH IOWMVWRQY WREGFRIQ LDIAY DUH QRVD VXSS®P HQMWR FRUHVSRQGHQW
EDONQJ 7KH DUHDE\ SDW

K\ LW V VWXFN

7KH FRUHVSRQGHAEDQN.QJ GIMKSWRQ LV SUHVHQWQ HYHU
IOVAMWRQDCFRQYHWDARQ DERXWAREGFRIQ DI EXWY
UDUH® DCGUHWHG GILHAWD / DUIH EDQNVZ WK W QULEDQW
FRUHVSRQGHQWEDQNIQJ LHYHQXH KDYH DQ REYIRXV LQWH

1O P DODILQU WH SDFH Rl WDQVWRQ 6P DAUEDQNY DQG
| LMKV WDWZ RX@ EHQHIWLRP  E\ SDMQJ

FRUHVSRQGHQWQHVE RUNV GR QRWDQ D\ VKDYH WH
UHIXOWRY SHP MRQV RURSHUDWRQDCFDSDELOAHY
R GHS®R WEEGFRIQ [Q IDWAXPMUH LOGHSHQGHQWD
$QG WH HHIXOWRWY/ Z KR RYHWHH FRUHVSRQGHQW
EDQNQI IHDMRQWKISV KDYH WHURZ Q FRP S®f
YIHZ VRQ Z KDAD WDQVMRQ DZ D\ ILRP WKLV P RGHO
Z RX@ P HDQ IRUM VWP [F UMN DQG | LQDQRDO

FUP H SUHYHOWRQ
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7KH UHVXO\Y D FRGBPAYH DPARQ SLREGP  7KH LOVAMWRQY EMVASRVIMROHG VR DFFHBLDM WH WDQUMRQ KDYH
P [ HG LOFHQWYHV 7KH LOMAIMARQY P RAP RWYDMG VIR DFFHBILDWM IMKDYH @ MG FDSDAW $QG WH
UHIX@WRUY [LDP HZ RUN KDV QRW HWBLRYIGHG FBIDUJI XIGDQRH RQ KRZ WEGIRLQ LI LDVAKPXUH FDQ

GUMP DMO SHURP WH | XQPARQV WDWARUHVSRQGHMEDONQI FXULHQW SHURWP V

KDW QHHGV WR FKDQJH

7KHIQGXWW QHHGVD P RUH H SCAMFRQYHU/DWRQ DERXWARUHVSRQGHOWEDQN.Q) GMXSWRQ DQG Z KDADQ
RUGHUD WDQMMRQ BRNV @\H 7KLY P HDQV EDQNV EHQI KRQHWAZ I WHP VHOYHV DERXWZ KIFK FRUHVSRQGHQW
EDQNQI UHYHQXH LV VWXRMUDADQG Z KIFK IV H WDRBE®! DQG EXITHQI WEEGFRLQ LQ LDVWAXPMUH FDSDELDAHV
EH RUH WHUFTHQW | LQG DOMUQDAWYHY HOHZ KHUH -WP HDQV UHI XOWRYY SLRYIGIQU I XIGDQAH RQ KRZ
WREGRLQ LQ LDVAKPMUH FDQ P HHWIKH FRP STDQRH UHTXILHP HQW WDWARULHVSRQGHQWEDQNIQU FXUHQWD
VDA HV SDUAEXDUD DIRXQG$0 / . <& DQG VDQPARQVVALHHQIQI $QG IMP HDQV LOI LDVAKPMUH SLRYIGHWY/
KHGLQ) LOMMARQY XQGHIAMDQG VSHALLED® KRZ WREGFRLQ WDIAY FDQ VHUYH WH | XQPARQV WDW
FRUHVSRQGHOWEDQN.QJ FXUHQW SHURLP V IDHUWDQ SRVMRQIQI WHP DV D VXSSGP HQWR H MAQU
UHDMRQWKLSV

7KH IOVMMWRQV WDAQDYL DM WL WDQMMRQ Z HOY L@EH WRVH WDWP RYH HDUD HORXJK VR EXL
RSHUDWRQDCH, SHUAH EXVWFDUH XE@ HORXJIK VR P DIQUBQ WH UHI XOWRY UHDMRQWKLSY DQG FRP STDQFH
WBDQGDLEY WDWQWMWRQDCRUHGLELDN UHT XILHV

~1'8675< 3(563(&7-9( 7KH FRUUHVSRQGHQW EDQNLQJ WUDQ

7KH FRUHVSRQGHNEDQN.QJ TXHWRQ LV ROH Rl WH P RWLI QLLLFDQADQG BDWGVAXWHG GIP HMRQVRI
WREGFRIQ Ll LDVAKPMUH GHYHERSP HOW( 3$$ VARW ERUGHUSD\ P HQW SLRIWDP P H LV GILHA®
HQIDIHG Z IW WH TXHWRQRI KRZ WEBEGFRLQ LD FDQ VHUH WH HFARQRP LF | XQPARQVRI
FRUHVSRQGHAEDQNQJ QD Z D WDAY FRP STDQMADQVSDUHQVDQG RSHUIDWRQD® UHMTHQWT7KH
LOVAMWRQY WDWHQIDIH Z I WLV TXHWRQ SLRDPAYHD  DWHUWDQ UHDRRYHO Z LOEH EHWAU
SRVMRQHG | RUZ KDWFRP HV QH W
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'KDW V KDSSHQLQJ

7KH SXEQF FRQYHU/DWRQ DERXWABE®FRIQ YDOXH LV GRP LODWG E\ FRWDQG VSHHG FRP SDUVRQVZ IWK

H MAQU SD\ P HQALDLY 7KHVH DUH GO IMP DM GIP HQVMRQV EXWKH. P MY Z KDWY DU XDE® WH P RAW

W QUIFDQAMRQI WP YDOXH SLRSRVMRQ Rl WBEBFRIQ GHORP IQDMG P RQH SLRIWDP P DEIMN 7KH DELOV
R HP EHG FRQGIMRQV LXGNV DQG ®RILE QR P RQH IWHD IDWHUWDQ LOWR WH i VMP V\WKDWP RYH IWLY
TXDQAWYHO GLLIHHQAURP DO WIQJ H MAQU SD\ P HQAIQ LDVAXPMUH RITHWY/

7KH XVH FDVHV DUH DOHDG. HP HULQU 1Q SLRGXPURQ ' LI IMBCHVALRZ DUDQIHP HQW Z KHUH SD\ P HQWY

DXVRP DWFD@® WHBDVHG Z KHQ VSHALLLE FRQGIMRQV DUH P HWZ IWRXWLHT XLUQJI D WKVMG WILG SDUN VR KRG
DQG LHBDVH IXQGV * RYHUOP HOWGVEXUHP HQW Z KHIHWH P RQH IWHD FDQ RQ® EH VSHOWRQ VSHALIHG
FDWAJRUHV Rl JRRGV RUVHIYEHY HQUXUQJ WDVWXEMGIHV DQG J UDQW UHDFK WHUIQWIQGHG SXIBRWH 3D\ LRD
VROMRQV IRUILI HRQRP \ Z RINHWY WDWHBDVH I XQGVRQ GHIYHY Rl D FRP SGMIG VN 7DLI HWIG VXEMG\
SWRIWDP P HV Z KHH D FHQADCDXWRUW FDQ J XDUDQWH WDWP RQH [ &Z VR WH U KWHASIHOWDQG LV XVHG
I RUWH W KWSXBRVH HYHQ Z KHQ IMSDWHY WILRXJIK P XGAS®! QWP HGIDUY KDQGV

7\DRHDELOV IV WH FRP SGP HQUBU FDSDELON WDWP DNHV SURJUDP P DELON RSHIDWRQD@ LI QUIFDQW7KH
DELON VR VHHKRZ P RQH [ &Z VWULRXIK WH HQAH SD\ P HOWKDIQ IQFXGIQI VR FDVK DGGUHWHVRQHRI WH

P RWMBHUMMOWSLREGP V1Q JRYHLOP HOWGVEXUHP HQW VXSSO FKDIQ 1QDQAH DQG LOMUIQDARQDCADIG WH
RSDAW Rl P XGUKRS WDQVDPARQY WDWDERZ V GLYHURQ 1WDXG DQG LOH IAHQR VR SHOAKQGHWIRMG

K\ LW V VWXFN

3WRIWDP P DELON DQG WDRHDELDN XVH FDVHV UHT XILH FRRUGIQDVWRQ
EHVE HHQ WH HOWN SLRILDP P 1QJ WHP ROH  WH IQWMP HGIDUHV
Z KR KDQG®! IWDQG WH Vi VWPV WDWH, HEXW WH FRQGIMRQV
7KLY FRRUGLODWRQ LV WIFK QEEDE DFKIHYDE®! EXW

RUI DQVDARQD® FRP S®f * RYHUOP HQAGHSDUR HOW

WDWZ DQWR P SGP HQWBL HWMG VXEMG. SLRILDP P HV

XVIQJ SURIWDP P DE®IP RQH QHHG R EXL@ RUSURFXH

WH WIFKQEEDAQ IDVWAXPMUH FKDQIH WH B DADQG
RSHUDWRQDA WDP HZ RUNV DURXQG GVEXUHP HQWDQG

P DQDJHWHWDQUMRQ I LRP H MAQI SIRFHWHV
7KHVH DUH UHDCEDUIHYY HYHQ Z KHQ WH WIRKQR®I\

IWHO LV UHDG)



U l«.x « X3 A..«0AE«z3 Ezn..!kXJ! . .xx0«!Xna nE0l«.x 3A nO! .. X% X|« 3A<E! AE«O X " !

7KHWH LV DOR D GAWI Q WIOMRQ EHVE HHQ SLRIWDP P DEIOW DQG IXQILEION 0 RQH WDWADQ RQO EH VSHQWRQ
VSHALLF FDWIRUHY RVHV VRP H Rl W(H SURSHUAHV WDWP DNH IMWKVH XCDV D JHOHWDAP HGIXP RI H FKDQIH

* HMQJ WH EDOORH W KVEHVE HHQ SURIWDP P DEIOV DQG XVRELON UHT XILHY FDUHXGGHWI Q WDWY QRW HW
WRQGDUEWVHG DARIRW WH LOGXVM

KDW QHHGV WR FKDQJH

7KH SURIWDP P DEIDN XVH FDVH GHVHUYHV D GHGIFDWG LOQGXVIAL FRQYHWDAWRQ WD/ VHSDUDW | LRP \WH
VSHHG DQG FRWIFRP SDUMVRQ Z WK H IMAQJ LD 7KH LOWMMMRQV DQG JRYHUDP HQW WDWDLH DOHDG

GHS®\ LQJ SLRIWDP P DEGIP RQH XVH FDVHV WH 6LQJ DSRUH JRYHUQP HQW/ VBB WG VRADCSDA P HQW WH
FRQGIMRQDOSD\ P HOWH SHUP HQWIQ0 DM\ MID DQG 7KDIMQG WH GLIMICHVARZ DSSTFMRQV EHQI EXIORQ
WEEGFRIQ LQ IDVAKPXUH DRIRW 6RXWHDWAS VD KDYH GDVD DQG RSHUDMRQDCH, SHUHQRH WDVWKH UHVARI

WH LQGXVIM QHHGV VR BDLY | LRP

) RUWH LOGXVW P RUIHELWRDG® WH GHMJIQ TXHWMRQRI KRZ R EXI@ SLRIWDP P DELDN 1Q Z D\ VWDW
SUHVHUYH XVDELDN DQG FRP SO Z W H MAQI ®JDAWDP HZ RUINVIRUP RQH 1V RQH WDWOHHGY FREMERWDAYH
Z RIN DAIRW WIFKQRBIMV LHIXOVRYY DQG SIDPMARQHLY/ ( 3$$ VVRNHQOMHG P RQH Z RINQU JURXS VD
QDWUWDCKRP H I RUWLY FRQYHIDWRQ 7KH JRDOWRX@ EH D VHWRI VKDUHG GHWLI Q SUGQAS®N DQG UH HUHQAH
P SGP HQEMRQVWDWDERZ SURIDP P DELON XVH FDVHV VR EH GHS®\ HG DWWFD®! Z IWMRXWHDIK [QWNWRQ
KDYIQJ VR VROH WH VDP H SLREGP V IQGHSHQGHOW®

~1'8675< 3(563(&7-9( 3URJUDPPDEOH PRQH\ DV D SROLF\ WR

7KH SWRIWDP P DELON XVH FOVHVWDWHP HUHG ILRP WH %DQINRN LRXQGVE®! DUH DP RQJ WH P RVW
W QUIFDQWQ ( 3$$ VRQIRIQI Z RINRQVRNHQMHG P RQH 7KH DELOW VR HP EHG SRIR REMPWYHV
GLHA® IQR P RQH  Z KHWHUIRUJRYHUDP HOWGMVEXUHP HQW | LQDQADAQFOMRQ RUVXSS® FKDIQ
WDQVSDUHQR  LHSUAVHQW D FDSDELON WDWI RHV Z HGEH RQG WH VSHHG DQG FRVAQDULDAYH WDW
GRP LQDMV IQGXVM GMVAXWIRQ (3$$ LVZ RINQJ Z IWK JRYHUOP HQWWENHKRGHLY DQG LQGXVIM
SDUAASDQW DRLRW WH UHJLRQ VR GHYH®RS WH SUDPAEDA LDP HZ RUN QHHGHG VR GHS®\ WHVH XVH
FDVHV DAFDG!
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‘KDW V KDSSHQLQJ

$IHQAE FRP P HUFH WH XVH Rl $—DJ HQW R GIVARYHU HYDOXDW DQG H HRX\W WDQVDPARQV RQ EHKDORI
XVHY/ VP RYIQJ ILIRP FRQFHSWWIR GHS®\ P HQWDVMUWDQ P RWRI WH SD\ P HOW LOQGXVM KDV UHI IMMUHG
0 DRUWIFKQR®J\ SOWRLP V DUH EXI@HQI HQG VR HQG DI HQWE WDQVDPARQ FDSDELDAHY * RRJ®1 IV DGYDQAQ]
DIHQWE FRP P HUFHZ IW * RRI®I 3D\ LM LDARQ LQ @/H UHVCBIRW &KDW 37 KDV P RYHG VR D GIVFRYHU
RQD P RGHO RUFKHANRXWURXWQJ SD\ P HOWH HFXWRQ VR DFTXILHY -Q WH GLIMBCDWHW \VSDFH ) LLHEGRANV
OXQFKHG WH $JHQWE 3D\ P HQW 6XIW GHIYHUQJ 1Q DVAKPUH | RUDI HQAIQMDWG SD\ P HQW XVIQJ DQ\
WEEGFRIQ RQDQ EGRFANFKDIQ 7KH 6XIW FRYHW WH I X@IHR F®I Rl DIHQWE SD\ P HQW [LRP \WWH Z D@BW
LOI LDVAKPAMUH DI HQW XVH VR VHQG | XQGV VR WH DFFHSVBQRH @\ HUP HURKDQW XVH VR UHFHYH WHP ) RU
SD\ P HQW FRP SDQIHV WLV P HDQV HQDE@QJ P HUFKDQW VR DFFHSWDI HQWE SD\ P HQW RXWRI WHER[ ) RU

I LMK Z DIMXVHY/ WP HDQV W) $—DIHQW SD\ RQWHUEHKDD 7KH LQI LDVAKPXUH | RUS—DIHOW R
LOMDWM DXWRUVH DQG VHWBI WDQVDPARQV LY EHQJ EXIOORZ  DQG WH TXHWMRQ Rl Z KDADIOY WRWH
WDQVDPARQV Z L@HMBI RQ LV RSHQ

7KH VWXPMUDCDUXP HQWRUMBEGFRIQV IQ DI HQWE FRP P HUFH LVVARQ $J HOAE WDQVDPARQV DUH GLI MO
QDWYH ILRP HQG R HQG WH DUH LQWDWG DORUWP [FD® DXWRUVHG SLRIWDP P DWED@®  DQG VHWBIG 1O
UHDOAP H 5RXWQI WHP  WILRXJ K WDGIMRQDOFDUG DY Z I WH OWIQR.  1LDXG FROWR® DQG KXP DQ 1Q WH
@RS DXWHQAFDMRQ P HFKDQIVP V GHVLIQHG |RUD YHU GLLIHUHQW

WDQVDPARQ P RGHORUHDWAV | UPARQ WD/ VAKPXLD@D

LOFRQIUKHQWZ I KRZ DI HQWE WDQVDFARQV Z RIN

BVBEGIRIQ Z DIMIR Z DBVWHMBP HQVQWEBQW

SWRIWDP P DE®I DQG YHULLDE®! Z WKRXWP DQXDO

LOMYHOMRQ LV D QDMUDA W3 D\ 3D0/ SRUMRQQ LV

LOVAKPWYH KHH $VDVE R IGHG SOARLP Z W ERW

FRQVXP HUDQG P HIFKDQWHDMRQWKISY DQG Z W

DQ HAREQAKHG ELDQG WKVAKDAH WQGV\R

WEEGFRIQ SIRGXFWWIRXJK 3<86' 3D\ 3DQV

H STAVD LOYHVAQJ LQ DIHQWE FRP P HUFHDVD

GRP DIQ Z KHH WEEGFRIQ DY DQG WK\AMG

ELDQG LQN IDVAKPMUH FRQYHUIH  7KH LOWMWRQY

WDWDUH EXI@HQI WLV FDSDEIDN QRZ DLH QRW

Z DIWQJ | RUWH ELRDGHUHFRV MP \R FDWK XS
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K\ LW V VWXFN

7KH DIHQWE FRP P HUFH WDQUMRQ LV KDSSHQLQJ 1Q D UIHIX@WRY HQYILRQP HOAGHWI QHG | RUKXP DQ LQWDWG
WDQVDPARQV 7KH DXWHQWFDMRQ [ LDP HZ RUNV @DELON UHILP HY DQG FRP SADQFH UHT XIUHP HQW WDWI RYHWD

FXUHOWSD\ P HOW®Z VDWXP HD KXP DQ GHAMRQ P DNHUDWRP H SRIQWQ WH FKDIQ $J HOWE WDQVDPARQV
FKD@IQIH WHVH DWXP SWRQVIQ Z D\ VWDWHIX@WRY/ KDYH QRW HWDGGUHWHG 7KH UHVXOWL/ WDVWAKH P R

IRZ DUG BRNQJ GHS®\ P HOWHFHQDURYV | RUMREGFRIQ VHWIBIG DI HQWF FRP P HIFH DUH RSHUIDWQJ DKHDG RI D
WHIXOWMRU WP HZ RUIN GHWMI QHG IRUWHP

7KHH LY DOR D SOMRWP  FRQPHQWDWRQ UMN HP EHGGHG LQ WH DI HQWE FRP P HUFH WDQMMRQ 7KH $—
SOWRP V WDWARQARCDI HOAEHKDYIRXUFRQARCZ KDASD\ P HQALDIY DI HQW XVH -+ * RRI®I 3D\ DQG $SS®!
3D HP EHG WHP VHOHV DV WH GH DXOWHMBP HQWD\ HUIRUDIHQWE FRP P HUFH WH RSHOQHW Rl WEEGBRIQ
WY EHFRP HV U HO WHRUHAWFDO 7KH FRP SHWAYH G\ QDP LEVRI WH DIHQWE FRP P HUIFH @\ HUZ L@

WL QULLEDQWD VKDSH Z KIFK SD\ P HOWO!I LDVAKPMUH FDSUHV WH YROP H

KDW QHHGV WR FKDQJH

7KHSD\ P HQW QXM QHHGV VR HQIDIH Z W DI HQWE FRP P HUFH QRADV D | XVIUH VFHQDUR EXVDV D SURVHQW
UHDOW 7KH @vH SIRW DOHDG XQGHEZ D' WH UHIXOWRY TXHWRQVDOHDG DUMQI  DQG WH SOWRLP

VADWAI IHV DRHDG. EHQJ H HFXWG P HDQ WDWQVAAWRQV WDWAHDWDI HQWE FRP P HUFH DV D SWRE®GP
DUHDQHDG\ EHKIQG

) RUMREGFRIQ LQHIDWAKPXIH SLRYIGHY WH IP P HAIDW SURUW [V HQVXUQJ WDWIKHULOQH UDMAKRXUH LV

SRVMRQHG DV D YIDE®! VHWEBP HQAD\ HUI RUDI HOWE WDQVDPARQY 7KLV P HDQVZ RINQJ Z IW $—SOWRLP
SWRYIGHY QRARVAAMDGIMRQDCSD: P HQW SOWRLP V DQG EXIEEQI WH DXWHQAFDARQ DQG FRP STDQFH
ILDP HZ RUNVWDWWP DNH WEEGFRIQ VHWBP HOWYDE®! | RUS—LQMDWG WDQVDPRQV 1Q UHI XOWG P DUNHW

) RULHIX@WRY/ \WWH DI HQAE FRP P HUFH WDQUMRQ LY DQ RSSRUMXQIW VR EXI@ 1 LDP HZ RUNV WDWDLH | MYRU
GLI VIOQDWYH WDQVDPARQV | LRP WH WBUWUDWHUWDQ UHARI MWQJ KXP DQ RUHQMG | LDP HZ RUNVRQR
DORUWP LFFRP P HUFH 7KH MUVGIPWRQV WDW HWKLY UL KWZ I@KDYH D LI QULEDQUWDGYDQUR H LQ DWDRAQ]
WH SOWRLP V DQG LQI LDVAKPMUH WDADI HOWE FRP P HUFH Z L@ HQHUDWM

~1'8675< 3(563(&7-9( $JHQWLF FRPPHUFH DV D UHDGLQHVYV

7KH DIHQME FRP P HUFH WDQUMRQ LV WH P RWWAI QULLFDQAQHDUWILP | RUAQJ I XQPARQ | RUMBEGFRIQ
DGRSWRQ WDW( 3$$ KDVWDRNHG 7KH IQWYMWRQV WDWKDYH EHHQ EXICEHQ) WREGFRIQ LQH IDWAXPMUH
FDSDELON RYHUWH SDWWE R VR W(UHH \ HDUY DUH EHWMUSRVIMRQHG VR UHVSRQG VR WH DI HQWE FRP P HUFH
RSSRUMQIW WDQ WRVH WDWKDYH EHHQ Z DIMQJ |RUD FBDUHUMIQDCRI LHDGIQHW (3$$ VGO

FRP P HUFHZ RUINQJ JIRXS LVIRFXVHG RQ KHSIQI P HP EHW XQGHUARQG KRZ DIHQME FRP P HUFH Z LD
UHVKDSH SD\ P HOQN®BZ V DQG Z KDWQ LDVAKPUH LOYHVR HQW DUH UHT XLLHG VR SDUAELSDWM LQ WDW

WDQUMRQ
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7KH 6\VWHP 9LHZ

7DNHQ VRI HWHU WHVHM[ WHP HV SRIQWR D A VWP

WD QR BRQIHUFRQMADIQHG E\ WIFKQR®J\  EXVE\
FRRUGIODWRQ

7KH WEEGFRIQ LQ UDVAKPWUH H MV 7KH XVH FDVHV

WDW HOHLDM UHDOUH LDV DUH LGHQWIDE®! 7KH

UHIXDWRU [LDP HZ RUNV Z KI®! 1DIP HQMG DUH

DGYDQAQI  7KH IQWMWRQV WIDWKDYH FRP P MG \R
SURGXPARQ GHS®\ P HQAWDUH RSHUDWQU DVW/FD®! DQG

EXICHQI WH H SHUHQRH EDVH WDWZ L@P DNH WDW

GHS® P HOWP RUH FDSDE®I RYHUWP H : KDWHP DIQV
XQHYHQLVKRZ H I HAAYH® WH EURDGHUHFR VIMP

GIVWQI XIVKHV EHVE HHQ FRVP HWE LQQRYDARQ DQG

|&Z VWD HQXLQH® UHBDVH Z RINQJ FDSIMBOUHGXFH

SWH IXQGIQJ EXUEHQV RUIP SLRYH WDRHDELOW/ |RU

SXEQF DQG TXDWLSXEQE SD\ P HQW -Q D P X@DIA X\VMH

WH YDOH @HV 1Q VKDUHG XQGHUAMBQGIQ) Rl WDGH RIIV

DQG LQ WH FDSDAW VR FRRUGIQDM [P SOP HOMMRQ DAIRW

P DQGDWAV DQG MUVGIPARQV 7KH LOVMAMWRQY UHIXOVRYY/

DQG WIFKQR®J\  SLRYIGHY WDWADQ P DNH WL GMAQPARQ Z L@
GHWMLP [QHWH SDFHRI SLRIUHW 7KRVH WDWADQQRWZ LGDEVRLE
WH FRAV Rl GXDO VWP FRP SGf LW Z IMRXWKQERAN.QU

FRP P HQUXUDWM YDOH

7KH GILHPARQ LV FBDU 7KHW VWP VP RYIQJ 1LRP WEEGFRIQV DV DQ H SHUP HQWR WREGFRIQ LDIY DV
L IDVAKPWIUH $JHQWE FRP P HUFH LV DSSURDKIQJ | DWMUWDQ LOWIMWRQDCE@QQQ] R\ FBV FDQ

DFFRP P RGDW 7KH FRUHVSRQGHQWEDQN.Q) WDQMMRQ LV XQGHZ D\ Z KHWHURUQRVWAKH LOWAIMWRQY WDW
EHQH IUWRP WH H MAQJ P RGHCFKRRVH VR DRNQRZ BIGJH IW7KH SURILDP P DELDN XVH FOVHV WDWP R

GLLI HHOWDW VBEGFRIQ P RQH [LRP [IDWP RQH DUHEHIIQQIQ] VR P RYHILRP  SIBRW R SLRGXFURQ

(3$$ VURGI QWL HRV WP VR FRQYHQH FRQQHPWDQG FDBOVH 7KHWHP HV 1Q WKLY LHSRUADUH QRAQHZ
VR WH SIDPMARQHY/ Z KR Q/HWHP GDIO® : KDVWIKLY LRXQGVBE®! VXU DFHG LV WH FRQYHU HOFH 52 —FOUW

LI LDVAKPMUH UHDGIOHW UHIXOVRY QDYLIDARQ FRUHVSRQGHOVWEDQNIQI GIMXSMRQ SURJIWDP P DEION DQG

DIHQAE FRP P HUAH DUH QRWSDUD@ICFRQYHUDMRQY 7KH DUH IQWMUGHSHQGHQW3 LRI W RQ DQ. RQHRI WHP
GHSHQGV RQ SWRI UHW RQ WH RWHW/

) LHEGAWV WRG! LV VR SLRYIGH WH LQN UDVWAKPMUH WDWP DNHV WDWSLRI LHW SRWE®!T WH FXMRG

FRP STDQFH DQG FRQOHPWYIW @\ HUWDADERZ V IQWMIMARQY VR GHS®\ Z W FRQILGHQFH DVWIKH VFDG! WHU
FOHQW QHHG DRLRW WH FRULIGRY/ WDWP DMAU
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7KH 52- FDVH LV UHDO LQ VSHFLILF FRUULGRUV DQG PLVOHDC

BVBEGFRLQ DY J HQHIDW GH HOVE®! UHWLDV 1Q FLRW ERUGHUWDGH VHMBP HQWUHP IQRH WHDVXU
RSHIDARQV DQG QRQ EDQN'SD\ P HQWFRP SDQ VHWEBP HONIQ LDVAKPMUH 7KH FRVFDVH LV Z HDNHUWDQ
DGYHURHG 7KHWP H DQG FDSIVBCH | LFHQR. FDVH LV VARQU HU -QWAIWRQV VKRX@ EXI@S WHUGHS®\ P HQW
VWDWUI\ DURXQG XVH FDVHV Z KHUH WH VSHHG DGYDQWI H FRP SRXQGVIQWR P HDVXUDE®! FDSIVBCH | LEHQR
QRWDURXQG DJJ UHI DM FRWFRP SDUVRQV Z WK | IDALDLY

6WDUW ZLWK FOLHQWYV QRW ZLWK WHFKQRORJ\

7KH LOMIMWRQV P DNQJ SLRIUHW KDYH WBUMG E\ DVWNQJ Z KDVIKHUFGHQW DRPXD@® QHHG DQG | RXQG WDW
WL QUIFDQWFTHAGHP DQG DOHDG\ H, MV I RUMBEGFRLIQ SD\ P HOWDQG VHWBP HOWRSWRQV 7KH EDQNV WDW
KDYH QRW HWDVNHG WDWI XHVRQ DUH QRWHVSRQGIQI VR GHP DQG WDWGRHY QRWH MA7KH DUH [ DIOQJ VR
VXU DFH GHP DQG WDWY DOHDG\ WHH

SHDGLQHVV LV D VSHFWUXP QRW D WKUHVKROG

7KHHLVQR P RP HQWDWZ KIFK WREGFRIQ 1Ol DVAKPMUH EHFRP HV
XQLYHUD® UHDG\  7KHUH DUH VSHALLLE XVH FDVHV DQG FRUIGRY/

Z KHUH WH 1O IDWKPXUH LV UHDG, VR GHS® QRZ  DQG RWHW/

Z KHH @ XIGW GHSW FRP STDQRH DUFKIWIRMUH RUUHIXDWRY

DO QP HOAHP DIQ J HOXIOH FROWADIQW - QMMWRQV WDW

FRQ OW WHVH Z LGHWHURYHULQYHVASUHP DIMUHO RU
XQGHULQYHVIQGH LOMWO®  7KH SURGXPWYH TXHWMRQ

IV Z KHH LV IMWHDG, HQRXJK IRUZ KIFK FTHQW 1Q

Z KIFK FRUIGRY/!
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5HIJXODWRU\ IUDJPHQWDWLRQ LV WKH VWUXFWXUDO FHLOLQJ
UHVSRQVH

3DQ $3$& LHIXOWRU KDP RQVOMRQ VD BQJ WP SLRMPW7KH SUDPWFDOQHDUWLP  UHVSRQWH LV FRULIGRU
VSHALLE GHS®\ P HOAMADWI\  FRQPHQADWQJ LQMPOYRXXP H 1Q WH MUVGIPARQV Z KHIH UHI XOWRY

DI QP HOWA/ VX 1 IFHQWZ KLB! EXITHQI IHDMRQWKLSY Z IW UHIXOVRUY/LQ P DUNHW Z KHUH 1 LDP HZ RUNV DUH VAD
GHYHRSIQ &R GHVIQ SURGXFHV EHMAULHI X@WRY RXWRP HVWDQ FRP STQRH DIWUWH | DFW

ILTXLGLW\ GHSWK LQ QRQ 86" FRUULGRUV LV WKH PRVW DGGU|

7KH FROWADIQARQ LOWMWRQDOVFDG! WHDVXUY RSHIDARQV LV QRWMPKQR®J\ RUFRP STDQRH -W/ WH
DEVHQFH RI VX | [ELHQAGI XIGIW GHSW( [Q QRQ 8 6'  WMIEBFRIQ FRUIGRUY/ VR VXSSRUNKH WDQVDPARQ V] HV DWW
OUH LOMMMRQY QHHG 9XIEEQI WDWDTXIGIW UHT XILHY FRRUGIQDWMG LOYHWR HQWILRP P DUINHWP DNHLY/

LI LDVAKPMUH SLRYIGHY DQG LOVAMWRQY DQG IMUHT XILHV EHQI KROHMDERXWZ KLFK FRUIGRUY DUH YIDE®
DWZ KDWWADBN VRGD:

SURJUDPPDELOLW\ LV WKH GLITHUHQWLDWRU WKDW WKH FRVW

7KHP RWWI QUIFDQAMRQ WP YDOXH Rl WEEGIFRIQ GHORP LODMG P ROH IV QRWKDAMP RYHV | DWMURU
FRVW G/ WDQ | DWAAY WDWMFDQ GR WIQIV I IDAP RQH FDQQRWHP EHG FRQGIMRQV HQDE®! WDRHDELDN DW
WH WDQVDPARQ BIYHODQG DARZ SRIF REMPWYHV VR EH HQFRGHG GLLHAD LR WH SD\ P HQWQVAKP HQW
7KH IOVMMWRQV DQG JRYHUOP HQW WDWDLH EXLEEQ) DURXQG WHVH FDSDELDAHV DUH Z RINQJ RQ D

IXQGDP HQW@ Gl HHQWDOXH SLRSRUMRQ

$IJHQWLF FRPPHUFH ZLOO DUULYH EHIRUH PRVW LQVWLWXWLR
WR LW

7KH WDQUMRQ VR $—QDWYH DORUWP LFD@ H HEXWG FRP P HUFH LV XQGHZ D\ 1Q @/H SIRW\RGD\  7KH

SD\ P HQWDLOY WDWSRVMRQ WHP VHYHVY DV WH QDVKUDOHWBP HQAD\ HUI RUDI HOWE WDQVDRARQV LQWEQW
SWRIWDP P DE® DQG YHULLDE®! Z IWRXVP DQXDAQMUIHMRQ Z L@FDSVUH D VWKPXLDED LI QUIEDQWKDLH R
| XWWUH WDQVDFARQ YROXPP H 7KH LOWIMWRQY EXLGQ) WEEBFRIQ LI UDVAXPUH FDSDELON QRZ DUH EHWHAU
SRVVRQHG | RUWLY WDQUWRQ WDQ WRVH WDADUH QRW
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7KH IRERZ 1QJ SDUAASDQW DWMQGHG WH FRVHG GRRULRXQGWE®I FRQYHQHG E\ (3$$ 1Q FRADERWDARQ Z W
) WHEGAWDQG 0 RQH\ $MUD IQYDQUNRNRQ  $SUO 7KH GVAXWIRQ Z DV FRQGXPMG XQGHU
SKDWDP + RXVH 5 X®
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SHSRUW 3URGXFWLRQ

7KLV UHSRUAZ DV SIRGXFHG E\ ( 3$$ 1Q FREERIDARQ Z IW ) LHEGRAW 0 RQUIFD -DVXND &KIH ([ SDOMRQ DQG
“QQRYDMRQ 2 |1 1IFHU (3$$  VHUHG DV DXWRU



U l«.x « X3 A..«0AE«z3 Ezn..!kXJ! . .xx0«!Xna nE0l«.x 3A nO! .. X% X|« 3A<E! AE«O X " !

*ORVVDU\

$JHQWF FRP P HUFH 7 UDQVDPARQV LQWDWG DQG H HRXWIG DXVRQRP RXMOD E\ $—DJHQW RQ EHKDDRI XVHWY Z IWRXW
LHTXIUQJ GILHPWKXP DQ LOSXWDWKH SRIQWRI SXURKDVH RUSD\ P HQW

$VRP LF VHW®P HQWEHMBP HQAIQ Z KIFK D@BUVRI DWDQVDFURQ FRP SGW VP XGEQHRXVD HIP LODWQJ WH
VHWBP HOWIMN WDWDUMHY Z KHQ RQH BU VHWBN EH RUH WH RWHU

$0/ $OQWO ROH / DXQGHUQJ SHIXOWRY SURFHWHY GHWIQHG VR GHWIRADQG SUHYHQWIQDOADARUP H LIQFOXGIQ] WH
P RYHP HQWR! LGB D@ REVIAOHG | XQGVWURXIK WH | LQDQADOA \IMP

&RUHVSRQGHQWEDONIQJ $ i VWP 1Q Z KIEK EDQNV P DIQUIQ ELIWWUDOLHDMRQVKISY Z 1K RIKHUEDQNY VR | DAL
RLRW ERUGHUSD\ P HQW Z W HDFK .QMP HGIDY DGGIQI WP H FRWVDQG RSDAW VR WH WDQVDPARQ

&% & &HQWDOYDON' LIWDAEXUHOR $ GIMIARWP RI D FHQAMDCEDOQNY FXUHQR  DAVXHG DQG EDANHG E\ WH
FHQAWDCEDON : KRBMD®BI &96 &V DIUH GHWI QHG | RULQWILEDON VHWBP HOWUAMACE96 &V DUH LOWAQGHG | RUSXETE XWH

&RW ERUWGHUVHW®P HQW7KH SLRAHWRI FRP SGMQJ D WDOQVDRAWRQ W(DWQYRGOHY WH P RYHP HOWRI 1 XQGV EHVE HHQ
G HHQANRXQWIHY FXULHOAHY RULHIXOWRU MUVGIFARQY

) IDWSHIJHG WREGIFRIQ $ GLIIMXADWHWZ KRVH YDOXH LV SHIJHG WR D [ IDWEXUHOR WSIFD@ WH 8 6 GR@U DQG EDANHG
E\ LHVHUYHVKHG E\ WH DMXHU

-QVALRSHLDELOW 7KH DELONV Rl GLLIHIHQWSD\ P HQWA VWP V QHVE RNV RUMBEGIRIQ SOMRWP VR H AKDQIH YDOH
DQG LQIRUP DWRQ Z M HDFK RWHUDRLIRW MUVGIPWRQV DQG WIFK QEEDOWBIQGDLGY

. <& . QRZ <RXU&GXWRP HU -GHQWA YHULIEDWRQ SURFHWHV XVHG E\ | LODQADAQVAMWRQV VR FRQILLP WH GUMP DR\
Rl FXWRP HW/DQG P DQDIH LHIX@WRY DQG | LDXG UWN

[ LTXIGIW GHSVK 7KH YR&XP HRI DWHW DYDIDE®! 1O D P DINHVRUFRULIGRUWR VXSSRUNADQVDRARQY DD JLYHQ SUFH
Z MW RXWADXMQI I QUIFDOASURH P RYHP HOARUVHWBP HOWGHD) V

0 3& 0 XQU3DUN &RP SXVIMRQ $ FU S\RIWSKIF P HMRG WDWGMMEXWV FROARCRI D SUYDW NH' DRIRW P XGAS®!
SDUAHV VR WDWOR MQI B SDUV FDQ DFFHW RUP RYH | XQGV XQLOMWAD®

3WH IXQGIQI  &DSIMICKHGS LQ DGYDQRH 1Q D GHVWQDARQ P DUNHVIR HQVXUH WDWRXVERXQG SD\ P HOW FDQ VHWBI
IP P HGIDW® Z IMWRXWZ DIMQJ | RULQERXQG | XQGV R DULYH

3WRIWDP P DEGIP RQH\ ' LIMBCRXUHQR, WDWHP EHGV UX®N RUFRQGIMRQV LOVR WH SD\ P HOWQWAXP. HOQWMWHD
HQDE@QU DXVRP DWF H HPXMRQRI SD\ P HOABI LF Z IWMRXWHT XILIQ) H WILDDOA VWP LOWMUYHOWRQ

BVIDEGIFRLQ LDLO 7KH XQGHUDLQJ 1QI LDVAKPLH DQG SLIRRFRODHVE RN WDWHQDE BN WIEBFRIQ GHORP LODMG
WDQVDPARQV\R P RYH EHVE HHQ FRXQWMLSDUAHV DODBIRXVVR D SD\ P HOALDIA RUIDAP RQH,

6XQUVH HI | HAW7KH FRP SIDQRH | UPWRQ WDADUVHY Z KHQ D WREGFRIQ WDQUDRARQ P XWAWDWA\ LHI X@WRY
WHTXILHP HQW DVERW WH VHQGIQ) DQG IHHYIQ) MUVGIPARQV Z KIEK P Di EH \WMKPWUHG GLLI HIHQWD DQG WHT XILH
GULIHHQWHYIGHQRH RI FRP S@DQAH

7RNHQLVHG GHSRUWS GLI IMBAHSIHVHQUMRQ RI D EDON GHSRUWIWXHG RQ D GMMEXWAG GIGIHU WDWADUUHY WH
HIXOWRU WIVXY DQG G DASLIRWIFMRQV RI D EDON GHSRMWIDWHUWDQ D SUYDWIO BXHG WREGFRIQ

7UHDVXU P DQDIHP HQW7KH SUIRFHWE\ Z KIEK DQ RU DQIVDMRQ P DQDIHV IW | LODQADCDWHW IDELDAHV DQG @ XIGIW
VR P HHW REQ@ DWRQV DQG RSWP IVH W 1 LQDQADOSRVIMRQ DRLRW FXULHQALHY DQG P DUNHW

86' & 86' 7 7TKHVERP RWZ IGHD XVHG GRMUSHIJHG WBEGFRIQVE\ WDQVDFURQ YROPP H 86' & LVIWXHG E\ &LUF®I
DQG86' 7 E\ 7HWHU ERW DUH XVHG H WIQULYHD [Q LOWMMWRQDOWBEBIRIQ SD\ P HQN®Z V
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https://emergingpaymentsasia.org/
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