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/I[HWWHU IWEBRP WKH

‘H DUH D JOREDO FXVWRGLDQ DQG IXQG VHUYLFLQJ HQWLW\ W]
8QLRQ (8 FRXQWULHV DQG WKH (XURSHDQ )UHH 7UDGH $VVR
RITHU 6HFXULWLHY 6HUYLFHV $VVHW 6HUYLFLQJ DQG ,VVXHU
HUYLFHVY &OHDUDQFH &ROODWHUDO ODQDJHPHQW DQG O0DU
KHDGTXDUWHUV LQ %HOJLXP DQG RXU EUDQFK QHWZRUN LQ 'H
,WDO\ /X[HPERXUJ 3RODQG 7KH 1HWKHUODQGY DQG 6SDLQ

‘H VHUYLFH EDQNV EURNHU GHDOHUV LQVXUDQFH FRPSDQLI
PDQDJHUV DQG ODUJH FRUSRUDWHVY :LWK RXU EUHDGWK RI H[S
DQG 'DWD DQG $QDO\WLFV 6ROXWLRQV ZH PHHW WKH QHHGV RI I

2XU (XURSHDQ %DQN DOLJQV DQG HPEUDFHV RXU JURXS VWUDW|
FRPPLWPHQW WR RXU VWUDWHJILF SLOODUV :H ZLOO FRQWLQ
GHOLYHULQJ WDLORUHG VROXWLRQV H[SDQGLQJ RXU SURG)
UHODWLRQVKLSYV %\ 5XQQLQJ RXU &RPSDQ\ %HWWHU ZH DLF
SURFHVVHV DQG OHYHUDJH WHFKQRORJ\ WR HQKDQFH RXU R
UHPDLQV D WRS SULRULW\ DV ZH VWULYH WR FUHDWH DQ LQFO X
DWWUDFWV UHWDLQV DQG GHYHORSV WKH EHVW WDOHQW LQ W

JRU WKH %1< JURXS RXU (XURSHDQ %DQN UHPDLQV D NH\ FI
LOQWHUQDWLRQDO JURZWK VWUDWHJ\ DV D JDWHZD\ WR (XURS
EXVLQHVYV OLQHV ZLWKLQ WKH JURXS VXFK DV $VVHW 6HUYL
, QWHUQDWLRQDO &OHDUDQFH DQG *OREDO &ROODWHUDO 0DQDJ
JURXSxV VXE FXVWRG\ EDQN SURYLGLQJ DFFHVV WR 78$5*(7
VHWWOHPHQW SODWIRUP ZLWKLQ WKH (8

/IRRNLQJ EDFN DW

,Q JHEUXDU\ ZH VROG SDUW RI RXU *HUPDQ .9* VXEVLGLDU\ .9*
UHPDLQGHU LQWR RXU )UDQNIXUW %UDQFK 7KLV VLPSOLILHG RX

2XU ILQDQFLDO UHVXOW\D Q& PROXY I G OUHYAI VKGIWW UHPDLQHG V\
W R ELOOLRQ DV DW \HDU HQG ELJ®HRQX WR/SRID B QDRI
JHQHUDWHG ELOOLRQ LQ UHYHQXHV DQG D 3UH 7D[ ,QFRPH
RI PLOOIFR®SDUHG WR D 37, RI PLOOLRQ LOQ $OWE
LQFUHDVHG ZH DFKLHYHG D UHWXUQ RQ HTXLW\ VOLJKWO\ OR
LQ 7KH GHFUHDVH LV H[SODLQHG E\ WKH HTXLW\ JURZL(

7KH LQFUHDVH LQ HDUQLQJV LV PDLQO\ DWWULEXWHG WR VWI
PLOOLRQ DQG ORZHU FRQWULEXWLRQ WR WKH 6LQJOH 5HVROXW

7KH RYHUDOO QHW IHH DQG FRPPLVVLRQ LQFRPH LV VWDEOH ZL
IHH FRPPLVVLRQ LQFRPH DQG H[SHQVH *URVV IHH FRPPLVVLR
PLOOLRQ PDLQO\ LPSDFWLQJ $VVHW 6HUYLFLQJ &ROODWHUDC
ODUNHWY 7KH LQFUHDVH LV SDUWLDOO\ RIIVHW E\ ORZHU QHW
KLIKHU VXE FXVWRGLDQ IHH PLOOLRQ DQG ORZHU QHW GHS

2WKHU 2SHUDWLQJ H[SHQVHV LQFUHDVHG PDLQO\ GXH WR KLJKH
LPSDFW IURP UHVWUXFWXULQJ FRVWYV PLOOLRQ DQG KL
WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH )92&, GHEW LQVWU
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7KH HDUQLQJV IRU WKH \HDU DUH DOVR LPSDFWHG E\ ORZHU UH
FODLP SURYLVLRQ RULJLQDOO\ UHFRUGHG LQ PLOOLRC

7KH (XURSHDQV%DQWRQJO\ FDSLWDOL]HG ZLWK W RVDORLGRHI X O D W
'"HFHPEHU YV PLOOLRQ LQ 2XU FRPPRQ HTXLW\
FDSLWDO UDWLR LV YV RQ 'HFHPEHU 7KH GHFUHI
FDSLWDO UDWLR E\ SHUFHQWDJH SRLQWV H[SODLQHG E\ WK
GXH WR DQ LQFUHDVH LQ EDODQFH VKHHW DQG FKDQJH LG

‘H DUH SURXG RI RXU ORQJVWDQGLQJ GHHS DQG HQGXULQJ FOL
JUDWHIXO IRU WKH WUXVW RXU FOLHQWV KDYH LQ XV ,Q (XUR:
SUHVHQFH LQ ,WDO\ WKLV \HDU 0DQ\ Rl RXU FOLHQW UHODWLRC
HDUO\ WK FHQWXU\

, G OLNH WR H[SOLFLWO\ WKDQN RXU HPSOR\HHV DFURVV (>
HQJDIJHPHQW 7KH\ FRQWULEXWH WR RXU VXFFHVYV DV ZHOO DV |
DQG WKH FRPPXQLWLHV WKURXJK RXU (PSOR\HH %XVLQHVYV 5HVF
7TRIHWKHU ZLWK RXU HPSOR\HHV WKH ([HFXWLYH WHDP DQG WKl
WR FRQWLQXH WR GULYH JURZWK IRUZDUG LQ

6LQFHUHO\
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SURILOH 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7KH %DQN RI 1HZ <RUN OHOORQ 6$%WDON BU< BRYRSHDQV D ZKR
RZQHG VXEVLGLDU\ RI 7KH %DQN Rl 1HZ <RUN OHOORQ 7KH %DQN
EDQNLQJ HQWLW\ RI 7KH %DQN Rl 1HZ <RUN OHOORQ &RUSRUDWLI

%1< LV DQ 1<6( OLVWHG ILQDQFLDO KROGLQJ FRPSDQ\ IRFXVL
ODQDJHPHQW $VVHW DQG :HDOWK ODQDJHPHQW DQG ,QYHVWPI
,VVXHU 6HUYLFHV &OHDUDQFH DQG &ROODWHUDO ODQDJHPHQW |

+LVWRU\

7KH (XURSHDQ %DQN LV LQFRUSRUDWHG DV D %HOJL
FRPSDQ\

%DQNLQJ OLFHQVH JUDQWHG

OHUJHU ZLWK %1< OHOORQ $VVHW 6HUYLFLQJ %9 OHD
EUDQFKHV LQ $PVWHUGDP /RQGRQ )UDQNIXUW DQG
UHSUHVHQWDWLRQ RIILFH LQ &RSHQKDJHQ

%1< OHOORQ DFTXLUHG %+) $VVHW 6HUYLFLQJ DQG )6.%$*

OHUJHU ZLWK %1< OHOORQ $VVHW 6HUYLFLQJ *PEK )6.
RZQHG VXEVLGLDU\

&UHDWLRQ RI WKH 3DULV EUDQFK
6WDWXV RI $VVLPLODWHG 6HWWOHPHQW ,QVWLWXWLRQ

OHUJHU ZLWK 7KH %DQN RI 1HZ <RUN OHOORQ ,UHODC
'XEOLQ EUDQFK

OHUJHU ZLWK 7KH %DQN RI 1HZ <RUN OHOORQ /X[HPERX
LOQWHIJUDWLRQ RI WKH DFWLYLWLHV RI 7KH %DQN RI 1HZ
LQWR WKH H[LVWLQJ /I X[HPERXUJ EUDQFK DQG WKH FUHL
OHUJHU ZLWK %1< OHOORQ 7UXVW &RPSDQ\ ,UHODQG /L

&RQYHUVLRQ RI WKH &RSHQKDJHQ UHSUHVHQWDWLRQ R

&RQYHUVLRQ RI WKH ODGULG UHSUHVHQWDWLRQ RIILF
OHOORQ LQWR D EUDQFK RI (XURSHDQ %DQN

2SHQLQJ RI WKH :URFODZ EUDQFK RI WKH (XURSHDQ %D
&ORVXUH RI WKH /RQGRQ EUDQFK RI WKH (XURSHDQ %DC
OHUJHU EHWZHHQ WKH (XURSHDQ %DQN DQG LWV *HUPD(

+HDGTXDUWHUHG LQ %UXVVHOV WKH (XURSHDQ %DQN GLVWUL
SURGXFWV DQG VHUYLFHV LQ WKH (XURSHDQ 8QLRQ (8 FRXC
(XURSHDQ (FRQRPLF $UHD (($ FRXQWULHV DQG LV %1< OHOORQ
WKH (XURSH OLGGOH (DVW DQG $IULFD (0($ UHJLRQ DQG IRF
6HUYLFLQJ ,VVXHU 6HUYLFHV &OHDUDQFH &ROODWHUDO 0D«
BHUYLFHV ,WV PD&\QVBWWAHNUIAKEERILY SURYLGHG ERWK WR WKL
LQWHUQDO FOLHQWY ZLWKLQ %1< OHOORQ

7KH (XURSHDQ %DQN LV VWUDWHJLFDOO\ LPSRUWDQW IRU %1< 0
HQWLW\ IRU 6HFXULWLHY 6HUYLFHV LQ (XURSH 7KH (XURSHDQ %
DQG WKH GLVWULEXWLRQ FKDQQHO IRU EXVLQHVV OLQHV VHU®
,QYHVWPHQW 6FKHPHYV 3HQVLRQV %DQNV DQG &RUSRUDWHYV LC
SURYLGLQJ JOREDO FXVWRGLDQ VHUYLFHV SULPDULO\ WR (($ ED
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WKH JOREDO FXVWRGLDQ IRU %1< OHOORQ IRU WKH 7DUJHW GLL
%DQN LV DOVR WKH VHUYLFLQJ HQWLW\ IRU 6HFXULWLHV B6HUY
SURGXFWV IRU %1< OHOORQ 7KH (XURSHDQ %DQN RSHUDWHV WK
D QHWZRUNERIDQER®W WZR VXEVLGLDULHV RQH EDVHG LQ *HU
JHEEXDU\ WKLV *HUPDQ VXEVLGLDU\ PHUJHG ZLWK LWV SDUHQ)
FROQWLQXHV LWV DFWLYLWLHV LQ WKH J)UDQNIXUW EUDQFK RI WK
H[SDQVLRQ DFURVV (8 PDUNHWYV ZLOO EH OHG WKURXJK WKH H
EUDQFK QHWZRUN ,Q OLQH ZLWK WKLV DQG WR VXSSRUW IXWX
GHSRVLW WDNLQJ EUDQFK KDV EHHQ RSHQHG LQ WKH ILUVW T)>
SHVRXUFHV DQG IXQGLQJ RYHU WKH QH[W \HDUV ZLOO EH GHGLF
LQLWLDWLYHY PDMRU FRUSRUDWH FKDQJH SURJUDPV DQG LQIUD

%DVHG RQ LWV 2SHUDWLQJ ORGHO %1< OHOORQ LV IDYRXUDEO\
VWDELOLW\ DQG RSWLRQDOLW\ WKURXJK WKH (XURSHDQ %DQN
JLPLWHG LQ WKH 8. DV ZHOO DV WKURXJK EUDQFKHV RI %1< OH(
86 ,QVWLWXWLRQDO %DQN

7KH 6HFXULWLHY 6HUYLFHY VHJPHQW JHQHUDWHY VXEVWDQWLLEL
PDQDJHG E\ WKH 7UHDVXU\ RI WKH (XURSHDQ %DQN WKDW DSSU
UHZDUGYV

7KH FOLHQW EDVH RI WKH (XURSHDQ %DQN FRQVLVWYVY RI LQWHUC
RU LVVXLQJ ILQDQFLDO DVVHWV O0DLQ FOLHQW VHJPHQWYV DUH
ILQDQFLDO LQVWLWXWLRQV DQG DVVHW PDQDJHUV

$V DQ\ EDQN LQFRUSRUWWH G XLUR SHHIDJI LKPQN LV VXEMHFW WR GX
FRQGXFW PDWWHUV WKLV VXSHUYLVLRQ LV H[HUFLVHG E\ WK
$XWKRULW\ )60$ IRU SUXGHQWLDO PDWWHUV WKLV VXSHUYL
&HQWUDO %DQN (&% WRJHWKHU ZLWK WKH 1DWLRQDO %DQN
(XURSHDQ %DQN LV D VLJQLILFDQW EDQN ZLWKLQ WKH 6LQJOH
FXVWRGLDQ EDQN WKH (XURSHDQ %DQN LV DOVR VXSHUYLVHG E

,Q WKH FRQWH[W RI WKH UHJXODU UHYLHZ DQG DXGLW V
UHFRPPHQGDWLRQV DQG WKH (XURSHDQ %DQN LV IROORZLQJ X!
KDV GHWDLOHG SODQV WR DGGUHVV WKHP

%XVLQHVYVY ORGHO

7KH (XURSHDQ %DQNxV EXVLQHVV PRGHO LV FRQVLVWHQW ZLWK
SURYLGLQJ LQYHVWPHQW VHUYLFHV DFURVV WKH HQWLUH LQYH
GULYHQ

$URXQGRI WKH UHWH®XRYLGHG E\ QRQ LQWHUHVW IHH LQFRPH S
OLNH UHYHQXH VWUHDP WKDW LV OHVV VHQVLWLYH WR VWUHVV
EDVH DQG UHYHQXH VWUHDPV HYHQ GXULQJ SHULRGV RI PDUNH
%DQN H[SHULHQFHV D ORZ OHYHO RI| RIRWR®H W\R ¥ PAMLIHRQWWH I V HI
FRUSRUDWLRQV DQG ILQDQFLDO LQVWLWXWLRQV )XUWKHUPRU!
OHQGLQJ EXW RQO\ LQ RSHUDWLRQDO ORDQV SHUIRUPHG LQ W
7KRVH H[SRVXUHV DUH FRYHUHG WKURXJK D OLHQ RQ WKH DVV
VKHHW LV FKDUDFWHUL]JHG E\ KLJKO\ OLTXLG DVVHWV DQG D URE
EDODQFH VKHHW LV OLDELOLW\ GULYHQ DQG PDQDJHG LQ D ZI
IXQGLQJ VRXUFHV DW FRPSHWLWLYH UDWHV LI LW ZRXOG EH U
(XURSHDQ %DQNxV EXVLQHVV PRGHO LV VWUXFWXUHG LQ D ZD\
JURZWK
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6HUYLFHV DQG 3URGXFWYV

$VVHW 6HUYLFLQJ 'LJLWDO

$VVHW 6HUYLFLQJ 'LJLWDO SULPDULO\ FRPSULVHV &XVWRG\ VF
'HSRVLWDU\ 6HUYLFHV ,QVWLWXWLRQDO $FFRXQWLQJ )XQG $FI
OLGGOH 2IILFH 6ROXWLRQV $OWHUQDWLYH ,QYHVWPHQWYV 6HUY
,QYHVWPHQW 6ROXWLRQV

&XVWRG\ LV WKH PDLQ VHUYLFH SURYLGHG E\ WKH (XURSHDQ %
IRU FOLHQWYVY LQFOXGLQJ VHUYLFHVY VHOHFWHG DQG XWLOL]JHG E
WR DVVLVW LQ SURYLGLQJ LQVWUXFWLRQ FDSWXUH VHWWOHPH
VHUYLFHVY UHODWHG WR WKHLU VHFXULWLHV &XVWRG\ FROOHFYV
DOHUWY FOLHQWYV WR WDNH DOO UHTXLUHG DFWLRQV DV RZQHU\

$V RI '"HFHPEHU WKH (XURSHBQ @D LO®BRYHWY XQGHU &XVWRC

&RUSRUDWH 7UXVW
7TKH (XURSHDQ %DQN RIIHUV &RUSRUDWH 7UXVW VHUYLFHYV
DIJHQF\ UROHV LQFOXGLQJ EXW QRW OLPLWHG WR UHJILV
HIFKDQJH DJHQW FXVWRGLDQ DQG FROODWHUDO SRUWIROLI

'HSRVLWDU\ 5HFHLSWYV
7KH (XURSHDQ %DQN SHUIRUPV FHUWDLQ RSHUDWLRQDO D
SHFHLSWV SUHGRPLQDQWO\ LVVXDQFH DQG FDQFHOODWLR
FURVV ERUGHU LQYHVWPHQW VROXWLRQV IRU FRPSDQLHV D
ILQDQFLDO VHFXULWLHV LVVXHG E\ D EDQN WR UHSUHVHQW
VHFXULWLHYV DOORZLQJ WKHP WR KDYH WKHLU VWRFNV WUD

*OREDO &OHDULQJ
,QWHUQDWLRQDO &0OHDUDQFLQJ SURYLGHY VHUYLFHV WKDW
LQ PDUNHWY DURXQG WKH ZRUOG DQG LI UHTXLUHG SURYLG
SRVW VHWWOHPHQW

,*OREDO &ROODWHUDO 6ROXWLRQV
7KH (XURSHDQ %DQN DFWV DV WUL SDUW\ DJHQW WR FROOD
FROODWHUDO PDQDJHPHQW WUDQVDFWLRQV LQFOXGLQJ EX)\
VHEXULWLHV OHQGLQJ DQG SOHGJH WUDQVDFWLRQV

ODUNHWYV
JRUHLJQ ([FKDQJH
7KH (XURSHDQ %DQN SURYLGHV IRUHLJQ H[FKDQJH ); VHU®
WR DFKLHYH WKHLU LQYHVWPHQW ILQDQFLQJ DQG FURVV E

/ILTXLGLW\ 6HUYLFHVY DQG 6HJUHJDWLRQ

7KH (XURSHDQ %DQN SURYLGHV OLTXLGLW\ VHUYLFHV FDVK
SXUFKDVH DQG UHGHPSWLRQ RI PRQH\ PDUNHW LQVWUXPHQ
VHUYLFHY VHJUHJDWLRQ DQG YDOXDWLRQ VHUYLFHV DQG

BHFXULWLHV )LQDQFH
7KH (XURSHDQ %DQN SURYLGHV VWDQGDUG DJHQF\ OHQGLQJ
FDVK FROODWHUDO UHLQYHVWPHQW DQG DJHQF\ LQYHVWPH(
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7TUHDVXU\ 6HUYLFHYV
7KH (XURSHDQ %DQN SURYLGHYV 5HODWLRQVKLS ODQDJHPHQ
*OREDO &OLHQW 6XSSRUW DQG *OREDO 3URGXFW ODQDJHPH

(XURSHDQ %DQN SURYLGHV WKHVH SURGXFWV WR LWV LQWHUC
FOLHQWY FRQWUDFW ZLWK (XURSHDQ %DQN IRU DOO RI WKH DEF
BHUYLFHV DQG 7UHDVXU\ 6HUYLFHV )RU 'HSRVLWDU\ 5HFHLSW
SURYLGHV WKHVH WR RWKHU OHJDO HQWLWLHV ZLWKLQ %1< OH
%DQN LV SURYLGLQJ UHODWLRQVKLS PDQDJHPHQW VHUYLFHV
JUDQNIXUW ODGULG OLODQ DQG 3DULV EUDQFKHV IRU FOLHQW)
<RUN

7KH GULYHUV RI YDULRXV EXVLQHVVHV ZLWKLQ WKH (XURSHDQ %

4 7KH GULYHUV IRU ILQDQFLDO UHVXOWV Rl WKH $VVHW B6HUYLFL
D /HYHOV Rl FOLHQW WUDQVDFWLRQ DFWLYLW\
E 9RODWLOLW\ RI WKH VHFXULWLHY PDUNHWV DQG
F ODUNHW YDOXH RI DVVHWV XQGHU DGPLQLVWUDWLRQ DQG F.
4 ODUNHW LQWHUHVW UDWHYV DIIHFW WKH HDUQLQJV RQ FOLHQW
4 )RU &OHDUDQFH DQG &ROODWHUDO ODQDJHPHQW
D,QWHUQDWLRQDO &ROODWHUDO ODQDJHPHQW IHHV GHSHQG
LQFRPH DQG HTXLW\ PDUNHWY DQG RQ WKH ILQDQFLQJ QHHGYV
KLJKHU ZKHQ WKH HTXLW\ DQG IL[HG LQFRPH PDUNHWYVY DUH YF
E ,QWHUQDWLRQDO &OHDUDQFH IROORZV WKH VDPH GULYHUYV
4 )RUHLJQ ([FKDQJH ); WUDGLQJ UHYHQXHV DUH LQIOXHQFH
WUDQVDFWLRQV WKH VSUHDG UHDOL]JHG RQ WKHVH WUDQV
FXUUHQFLHVY WKH OHYHO RI FURVV ERUGHU DVVHWV KHOG L
QDWXUH RI XQGHUO\LQJ FURVV ERUGHU LQYHVWPHQWYV DQG
FRUSRUDWH DQG LQVWLWXWLRQDO FOLHQWYV

%XVLQHVV H[SHQVHV DUH GULYHQ E\ FRUUHVSRQGHQW H[SHQV}
LQYHVWPHQWYV

(IWHUQDO )DFWRUV ,QIOXHQFLQJ WKH (XURSHD

ZDV D FKDOOHQJLQJ \HDU EHLQJ PDUNHG E\ QHZ SROLWLF
HOHFWLRQV RQJRLQJ 8NUDLQH ZDU DQG ULVLQJ OLGGOH (DVW W
JROORZLQJ FRROLQJ LQIODWLRQ WKH (&% VWDUWHG UHGXFLQJ
HQG RI 6LPLODUO\ WKH 86 )HGHUDO 5HVHUYH FXW WKHLU

WDNLQJ LW WR D UDQJH RI HQG RI 'HF %DQN RI (Q
%DQNV PDGH VLPLODU UDWH FXWV
,Q WKLV FRQWH[W ZH FRQWLQXHG WR PDLQWDLQ D VWURQJ ED
OLTXLG DVVHWY DQG ORZ OHYHOV Rl OHYHUDJH 7KLV GHPRQVWL
DQ\ VKRUW WR PHGLXP WHUP ILQDQFLDO VKRFN ZKLFK PD\ LP:
(XURSHDQ %DQN LV D ORZ ULVN LQVWLWXWLRQ IRU RXU FOLHQ\
UHVSRQVLELOLW\ ZH WDNH VHULRXVO\ DQG DQ DWWULEXWH ZH V

%XVLQHVV (YROXWLRQ LQ
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ODLQ (YHQWYV

2Q )HEUXDU\ VAMKHXURSHDQ %DQN VXFFHVVIXOO\ FRPSOHWHG W
IXQG DGPLQLVWUDWLRQ DQG ODQ&R HQWLW\ %1< OHOORQ .9* |
(XURSHDQ %DQN 7KH (% LV QRZ ZHOO SRVLWLRQHG WR GHOLY
*HUPDQ )XQG $FFRXQWLQJ DQG $,6 5HDO (VWDWH FOLHQWYV DU
JUDQNIXUW %UDQFK RI WKH (XURSHDQ %DQN 7KH EUDQFK WRRN
FXVWRG\ EXVLQHVV 5HWDLO ,QYHVWPHQW 6ROXWLRQV

$QDO\VLV RI )}QIXYH\D O

7KH QHW SURILW/ RHWEW RMSHDRI %DQN DPRXQWHG WR PLOOLI
FRPSDUHG WR WKH QHW LQFRPH RI PLO@IHRMXUQ RQ HITHVLAD\

YV LQ 7KH LQFUHDVH LV PDLQO\ DWWULEXWHG WR VWU
DQG ); VZDS UHVXOWV PLOOLRQ DQG ORZHU EDQN OHY\ G:
WKH 6LQJOH 5HVROXWLRQ )XQG WKLV \HDU PLOOLRQ

7KH LQFUHDVH LV SDUWLDOO\ RIIVHW E\ ORZHU QHW UHFRYHU\ L
'LWKKROGLQJ 7D[ FODLP SURYLVLRQ RULJLQDOO\ UHFRUGHG LQ

(ISHQVHV LQFOXGLQJ QHW LPSDFW IURP UHVWUXFWXULQJ FRVW)
VDOHV Rl )92&, GHEW LQVWUXPHQWV PLOOLRQ DQG KLJKH!

7KH QHW LQWHUHVW UHYHQXHV DQG ); VZPSOWHRQOMQY/ D P RXDVPHD
UHIOHFWLQJ KLJKHU LQWHUHVW UDWHY RQ LQWHUHVW HDUQLQJ
DUH SDUWLDOO\ RIIVHW E\ KLJKHU IXQGLQJ FRVWV 7KH JDLQ
DPRXQWHG WR PLOOLRQ LQ

7KH QRQ LQWHUHVW LQFRPH H[FOXGLQJ UHVWUXFWXULQJ FRVW
DQG JDLQV RQ LQWHUHVW UDWH DQG ); VZDSV DPRXQWHG WR
FRPSDUHG WR PLOOMHRM) DQG FRPPLVVLRQ LQFRPH H[FOXGLQJ |
UHFKDUJH WR %1< OHOORQ KHDG RIILFH GHFUHDVHG E\ PLO
QHW LQWHUFRPSDQ\ &XVWRG\ IHHV PDLQO\ GXH WR WKH QHZ UHF
DQG ORZHU $PHULFDQ 'HSRVLWDU\ 5HFHLSWV $'5 UHYHQXH
KLJKHU WKLUG SDUW\ &XVWRG\ IHHV &ROODWHUDO ODQDJHPHQW
QHZ EXVLQHVV DQG RUJDQLF $8& JURZWK 2WKHU PRYHPHQWYV LQ
ORVV IURP VDOHV RI )92&, GHEW LQVWUXPHQWV PLOOLRQ I
'LWKKROGLQJ 7D[ FODLP SURYLVLRQ RULJLQDOO\ UHFRUGHG LQ

Q RI WKH QRQ LQWHUHVW LQFRPH LV WARPQ QD FWILRRFQ \L
H[FOXGLQJ UHVWUXFWXULQJ FRVW UHFKDUJH WR %1< OHOORQ KH

2SHUDWLQJ H[SHQVHV QHWWHFKDWERHAEKFWXHOQQRFEKWHMWMG RIILFH I
WR PLOOLRQ LQ GRZQ E\ FRPSDUHG WR PLOC

7KH EDODQFH VKHHW DW VSRW BWYHDQHHD¥RB8SHDUHG WR $
GULYHQ E\ WKH LQFUHDVH LQ FOLHQW GHSRVLWYV

7KH SRVLWLYH QHW UHVXOWYV DIWHU WD[ KDV UHVXOWHG LQ D S
YV SRVLWLYH LQ
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6WUXFWXUH DQG &&RUSRUDWH *RYHUQDQFH

6WUXFWWWHKH RXURSHDQ %DQN

$V DWHFHPEHU WKH (XURSHDQ %DQN KDV QLQH EUDQFKHV DFURYV
VXEVLGLDUULKVYHDONVAG %l< OHOORQ $,6 1RPLQHHYV /LPLWHG ZKLF
VXEVLGLMKWH VWUXFWXUH RI WKH (XURSHDQ %DQN DV SHU '"HFHF

6KDUHKROGLQJ 6WUXFWXUH DQG WKH DJHQGD RI WKH *HQHUDO O
7KH VKDUHKROGHU VWUXFWXUH RI WKH (XURSHDQ %DQN LV JLYH

6KDUHKROGHU 6WUXFWXUH RQ "HEXIFPEEHHW RI RUGLQELIU\ VKDL

7KH %DQN RI 1HZ <RUN OHOORQ %fl< OHOORQ

7KH %DQN RI 1HZ <RUN OHOORQ ,QVWLWXWLRQDO %DQN LV OR
<RUN 1HZ <RUN 8QLWHG 6WDWHV LV D VXEVLGLDU\ RI 7K
&RUSRUDWLRQ WKH JURXSxV KROGLQJ FRPSDQ\ DQG KROGV DO
DQRQAXDO PHHWLQJ RI VKDUHKROGHU RI WKH (XURSHDQ %DQN LV
RI WKH PRQWK RI 0D\ 7KH LWHPV RQ WKH DJHQGD RI WKH DQQXD

LQFOXGH
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a
a
a
a

DSSURYDO RI WKH DQQXDO DFFRXQWV DQG DOORFDWLRQ RI SL
UHYLHZ RI GLUHFWRUVXx UHSRUW DQG VWDWXWRU\ DXGLWRU xV
DSSRLQWPHQW DQG UHVLJQDWLRQ RI GLUHFWRUYV
GLVFKDUJH RI OLDELOLW\ RI GLUHFWRUV DQG VWDWXWRU\ DXC

&RPSRVLWLRQ DQG $FWLYLWLHV RI WKH %RDUG DQ

7KH WDEOH EHWRHA VHREWWKH %RDUG DQG LWVHFRIFPELHWWHHY RQ

1DPH SRVLWLRQ

1RQ ([HEXWLYH 'LUH

FWRUV

ODULH +©0"QH &UOW

XQGHSHQGHQW &KDLU RI WKH %RDUG RI 'LUH
1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *R
OHPEHU RI WKH $XGLW &RPPLWWHH DQG
SHPXQHUDWLRQ &RPPLWWHH

FWRUV ,0Q
YHUQDQFH

JOQGHSHQGH!

&DUROLQH %XWOHU

OHPEHU RI WKH $XGLW &RPPLWWHH DQG OHPEH
(QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RPPLW

U RI WKH 1F
W H H

ODUFLD &DQWRU *UD

EQBHSHQGHQW &KDLU RI WKH 5LVN &RPPLWWHH
&RPPLWWHH DQG ,QGHSHQGHQW OHPEHU RI WK

L, QGHSHQ
H SHPXQHU |

6WHSKHQ 'DYLHV

,QGHSHQGHQW &KDLU RI WKH $XGLW &RPPLWWH
5LVN &RPPLWWHH

iH DQG ,QG

S5LFKDUG *RUGRQ

OHPEHU RI WKH 5HPXQHUDWLRQ &RPPLWWHH D

PG OHPEHU

5RGHULFN 0OXQVWHU

V, QOGHSHQGHQW &KDLU RI WKH 5HPXQHUDWLRQ §
WKH 5LVN &4RPPLWWHH DQG ,QGHSHQGHQW OHP
(QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RPPLW

RPPLWWHH
EHU RI WKH
W H H

6HQWKLONXPDU 6DQ

VOKIP@E N URIVW&®BGLVN &RPPLWWHH

([HEXWLYH 'LUHFWR

U V

%MIUQ 6WRULP

&KLHI ([HFXWLYH 2IILFHU
&KDLU RI WKH ([HFXWLYH &RPPLWWHH

“RKQ +HQQHVV\

&KLHI S5LVN 2IILFHU
OHPEHU RI WKH ([HFXWLYH &RPPLWWHH

(ULF 3XOLQ[

&KLHI )LQDQFLDO 2IILFHU
"HSXW\ &KLHI ([HFXWLYH 2IILFHU
OHPEHU RI WKH ([HFXWLYH &RPPLWWHH

5DFKHO =DKUD

&KLHI 2SHUDWLQJ 2IILFHU
OHPEHU RI WKH ([HFXWLYH &RPPLWWHH

&KDQJHV LQ WKH FRPSRVLWLRQ RI WKH %RDUG DQG WKH &RPPLW

'XULQJ WKH \HKH PDLQ FKDQJHV WR WKH FRPSRVLWLRQ RI WKH
RI WKH (XURSHDQ %DQN ZHUH

a $V RI 0D\
R

WKH (XURSHD
$V RI
5HPXQHUDWL

'LUHFWRUYV

- X0\

20LYLHU /HIHEYUH VWHSSHG GRZQ DV

Q %DQN
ODUFLD &DQWRU

RQ &RPPLWWHH RI WKH (XURSHDQ

,QGHSHQGHQW &KDLU Rl WKH 1RPLQDWLRQ
&RPPLWWHH DQG ,QGHSHQGHQW PHPEHU Rl WKH $XGLW DQG

 QGHSHQ
((

[

~

*UDEOH ZDV DSSRLQW!
%DQN

6KH Z

&RPPLWWHH DQG PHPEHU RI WKH $XGLW &RPPLWWHH
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a

a

5H

$V RI $XIXVW +DQL .DEODZL UHVLJQHG DV OHPEHU R
OHPEHU RI 5HPXQHUDWLRQ &RPPLWWHH RI WKH (XURSHDQ %D
$V RI 6HSWHPEHU ODULH +©0"QH &UOWX ZDV DSSRLQWI

WKH (XURSHDQ %DQN &KDLU RI 1R(6*&R OHPEHU RI $X
S5HPXQHUDWLRQ &RPPLWWHH

$V RI 6HSWHPEHU S5LFKDUG *RUGRQ ZDV DSSRLQWHG [
RI WKH (XURSHDQ %DQN OHPEHU RI 5LVN &RPPLWWHH DQG 5F
$V RI '"HFHPEHU 6WHSKHQ 'DYLHV ZDV DSSRLQWHG I

([HFEXWLYH 'LUHFWRU RI WKH (XURSHDQ %DQN &KDLU RI $XC
5LVN &RPPLWWHH

SRUW RQ WKH DFWLYLWLHYVY RI WKH %RDUG

7KH SULPDU\ UHVSRQVLELOLWLHYV RI WKH %RDUG RI 'LUHFWRUV LC

R

WKH (XURSHDQ %DQN DQG WR VXSHUYLVH WKH (XURSHDQ %DQ

7KH PDLQ GXWLHV DQG UHVSRQVLELOLWLHYVY RI WKH %RDUG RI 'L

EX

m)

W DUH QRW OLPLWHG WR

GHILQLQJ WKH JHQHUDO EXVLQHVV VWUDWHJI\ REMHFWLYHV
WKHVH RI 7KH %DQN RI 1HZ <RUN OHOORQ

SODQ DQG PRQLWRU WKH LPSOHPHQWDWLRQ RI WKH JHQHUD
YDOXHV ZLWKLQ &RPSDQ\

IL[LQJ &RPSDQ\xV ULVN WROHUDQFH OHYHO DQG UHJXODUC
VWUDWHJILHY DQG SROLFLHV UHODWLQJ WR WKH WDNLQJ PD
ULVNV

VXSHUYLVLQJ WKH PDQDJHPHQW RI &RPSDQ\xV VLJQLILFDQW
UHVRXUFHV DUH DOORFDWHG WR LW

DSSURYLQJ WKH FDSLWDO DGHTXDF\ SRVLWLRQ DQG HQVXUL
FDSLWDO LPSDFWYV

DSSURYLQJ WKH UHFRYHU\ SODQ

DSSURYLQJ WKH OLTXLGLW\ UHFRYHU\ SODQ

VXSHUYLVLQJ HIIHFWLYHO\ WKH ([HFXWLYH &RPPLWWHH DQ
([HFXWLYH &RPPLWWHH

GUDZLQJ XS DQQXDO DQG LQWHULP UHSRUWYV DQG DFFRXQWYV
DVVHVVLQJ UHJXODUO\ DW OHDVW RQFH SHU \HDU WKH HIILF
VIVWHP RI LQWHUQDO FRQWURO RI &RPSDQ\ DQG LWV FRPS(
UHJXODWLRQV

DVVHVVLQJ WKH SURSHU IXQFWLRQLQJ Rl &RPSDQ\xV LQGHS
LQWHUQDO DXGLW DQG FRPSOLDQFH HQVXULQJ WKH LQWHJ
UHSRUWLQJ VI\VWHPVY DQG DVVHVVLQJ UHJXODUO\ DW OHDVW
LQWHUQDO FRQWURO VWUXFWXUH LQ SDUWLFXODU UHJDUGLQ
HQVXULQJ WKDW &RPSDQ\xV LQWHUQDO JRYHUQDQFH DV WUL
OHPRUDQGXP LV DSSURSULDWH WR LWV EXVLQHVV VL]H DQG
DSSURYLQJ WKH ,QWHUQDO *RYHUQDQFH OHPRUDQGXP DQG HC
VXEPLWWHG WR WKH VXSHUYLVRU\ DXWKRULW\

DSSURYLQJ DQG UHYLHZLQJ UHJXODUO\ DW OHDVW RQFH St
SROLF\ DQG VXSHUYLVLQJ LWV LPSOHPHQWDWLRQ
VHOHFWLQJ DQG HYDOXDWLQJ WKH PHPEHUV RI WKH ([HFXWL
SURFHVV IRU WKH VHOHFWLRQ HYDOXDWLRQ DQG GHYHOR:
SDUWLFXODU WKH &KLHI &RPSOLDQFH 2IILFHU &KLHI ,QWHUQD
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HQVXULQJ WKH VXFFHVVLRQ SODQQLQJ IRU NH\ PDQDJHUYV

UHYLHZLQJ WKH &RPSDQ\ V SURFHVVHV IRU SURWHFWLQJ WKH
DSSURYLQJ SROLFLHY DQG SURFHGXUHV DV PD\ EH UHTXLUHG
UHYLHZLQJ WKH &RPSDQ\ V SURFHVVHV IRU FRPSOLDQFH ZLWK
WKH LQWHUQDO SROLFLHV LQFOXGLQJ WKH &RGH RI &RQGXFW
4 RYHUVHHLQJ WKH SURFHVV RI H{(WHUQDO GLVFORVXUH DQG FR

QO

7KH VWUXFWXUH RI WKH %RDUGxV &RPPLWWHHY DQG UHSRUW RQ

7TKH %RDUG KDV VHW XS DQ ([HFXWLYH &RPPLWWHH H[FOXVLYH:
HOQWUXVWHG ZLWK WKH JHQHUDO PDQDJHPHQW RI WKH &RPSD
GHWHUPLQDWLRQ RI WKH VWUDWHJ\ DQG JHQHUDO SROLF\ RI WK
WR WKH %RDUG E\ /DZ RU E\ WKH $UWLFOHV RI $VVRFLDWLRQ
&RPPLWWHH DUH H[HFXWLYH GLUHFWRUV

7KH %RDUG PD\ FUHDWH DGYLVRU\ FRPPLWWHHV ZLWKLQ WKH %
YLHZ Rl SHUIRUPLQJ LWV UHVSRGWLBMO LW HHF\H PRHIHK H | Pk R DRIGW C
KDG IRXU DGYLVRU\ FRPPLWWHHV WKH $XGLW &RPPLWWHH WKH
(QYLURQPHQWDO B6RFLDO *RYHUQDQFH &RPPLWWHH DQG WKH 5
FRPPLWWHHY PXVW EH HVWDEOLVKHG E\ WKH %RDUG LQ DFFRU
%HOJLDQ %DQNLQJ /DZ

7KH $XGLW &RPPLWWHH DVVLVWV WKH %RDUG LQ IXOILOOLQJ LW
L WKH LOQWHJULW\ RI WKH (XURSHDQ %DQN V ILQDQFLDO UHSRL
LL WKH HIILFLHQF\ Rl WKH (XURSHDQ %DQN V LQWHUQDO FRQW
WKH SHUIRUPDQFH RI WKH (XURSHDQ %DQN V LQWHUQDO DXGI
DXGLWRUXxV TXDOLILFDWLRQV LQGHSHQGHQFH SURYLVLRQ RI D¢

7KH 5LVN &RPPLWWHH DGYLVHV WKH %RDUG RQ WKH &RPSDQ\x'
DSSHWLWH DQG VWUDWHJI\ DQG DVVLVWV WKH %RDUG LQ RYHU'
VWUDWHJI\ E\ WKH ([HFXWLYH &RPPLWWHH 7KH 5LVN &RPPLWWH!
LWV RYHUVLIKW UHVSRQVLELOLWLHY ZLWK UHJDUG WR WKH UL\
ZHOO DV WKH FRPSOLDQFH ZLWK OHJDO DQG UHJXODWRU\ UHTX
GHWHU DQG GHWHFW IUDXG

7KH 1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH
UHFRPPHQGDWLRQV WR WKH %RDUG ZLWK UHVSHFW WR WKH QR
WKH FRPSRVLWLRQ RI WKH %RDUG DQG LWV FRPPLWWHHV LL
JRYHUQDQFH RI WKH &RPSDQ\ DQG UHFRPPHQGV DQ\ FKDQJHV W
DQG DVVHVVHV WKH (6* GHYHORSPHQWY DQG LPSDFW WKHUHR
DQG VWUDWHJ\

7KH 5HPXQHUDWLRQ &RPPLWWHH DVVLVWV WKH %RDUG LQ IXOIL
UHPXQHUDWLRQ ZLWKLQ WKH (XURSHDQ %DQN LQFOXGLQJ LW
SHPXQHUDWLRQ &RPPLWWHHXxV PDLQ GXW\ LV WR DGYLVH WKH ¢
3ROLF\ Rl WKH (XURSHDQ %DQN 7KH 5HPXQHUDWLRQ &RPPLWW!
RI %RDUGxV GHFLVLRQV UHODWLQJ WR WKH UHPXQHUDWLRQ L
KDYH DQ LPSDFW RQ WKH (XURSHDQ %DQNxV ULVNV DQG UL
UHPXQHUDWLRQ RI WKH KHDGV RI WKH LQGHSHQGHQW FRQWL
&RPPLWWHH LV DOVR UHVSRQVLEOH IRU UHYLHZLQJ L WKH (X
VWDWHPHQW US5HPXQHUDWLRQ 3ROLF\ 6WDWHPHQWU LQ OLJK\
&RUSRUDWH SROLFLHV LL WKH FRPSHQVDWLRQ SODQV U&RPSI
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(XURSHDQ %DQN DJDLQVW WKH 5HPXQHUDWLRQ 3ROLF\ DQG LLL
OLJKW RI WKH 5HPXQHUDWLRQ 3ROLF\ DSSOLFDEOH ODZV DQG U

7KH ([HEXWLYH &RPPLWWHH U([&RU RI (XURSHDQ %DQN KDV EHI
WKH 'LUHFWRUV LQ DFFRUGDQFH ZLWK $UWLFOH RI WKH $FW
RYHUVLJKW RI FUHGLW LQVWLWXWLRQV DQG $UWLFOH RI Wk
&RGH 7KH ([&R KDV EHHQ HQWUXVWHG ZLWK WKH JHQHUDO PDC
ZLWK WKH H[FHSWLRQ RI L WKH GHWHUPLQDWLRQ RI WKH VWUD
%DQN DQG LL WKH SRZHUV UHVHUYHG WR WKH %RDUG E\ /DZ |
([&R LV UHVSRQVLEOH IRU UXQQLQJ WKH JHQHUDO PDQDJHPHQW
VWUDWHJ\ DQG WKH JHQHUDO SROLF\ GHILQHG E\ WKH %RDUG D¢
WKH (XURSHDQ %DQN IDFLOLWDWHY WKH SHUIRUPDQFH RI EXVLC
DQG HIIHFWLYHQHVV 7KH ([&R VKDOO UHYLHZ FRUSRUDWH LQLW
ILQDQFLDO SHUIRUPDQFH QHZ EXVLQHVV LQLWLDWLYHV SROLF
GHYHORSPHQW 7KH ([&R KDV UHVSRQVLELOLW\ DFURVYV DOO /LQ
LPSDFW WKH (XURSHDQ %DQN DQG LWV EUDQFKHVY DQG VXEVLGLE

,Q DGGLWLRQ WKH ([&R PD\ FUHDWH VXE FRPPLWWHHYVY XQGHU L
VRPH RI LWV UHVSRQVLELOLWLHV LQ YLHZ RI SHUIRUPLQJ LV
5HVSRQVLELOLWLHY ZHUH GHOHJDWHG E\ WKH ([&R WR WKH IROO

a 5LVN ODQDJHPHQW &RPPLWWHH

a $VVHW DQG /LDELOLW\ &RPPLWWHH

a &DSLWDO DQG 6WUHVYV 7THVWLQJ &RPPLWWHH
a %XVLQHVV $FFHSWDQFH &RPPLWWHHYV
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((WHUROPWLRHWYWIRUPHG 2XWVLGH RI WKH *URXS

7TKHROORZLQSWRDEGHY DQ RYHUYLHZ RI WKH H[WHUQDO IXQFWLF
%1< OHOORQ JURXS E\ WKH GLUHFWRUV DV DW '"HFHPEHU

%RDUG PHPERXQFWLRQ DMDPH RI WKH RWRADUNLRQ 7\SH RI| /LVWFG ([WHUQIO&DSLW

(XURSHDQ %OF®R¥SDQ\ LQ ZKLFRXQWU\ DFWLYLWERFNSDJQRDQGDWH MRWIHF

<1 ZLWK 6$
<1

DQ H[WHUQDC IXQFWLRQ
LV H[HUFLVHG

1RQ ([HFXWLYH 'LUHFWRUYV
,QGHSHQGHQW &KDLU
RI WKH %RDUJG GHE'-V SXH
' QGHSHQGHQW &KDL U ODQDJHPHQW
R] WKH 1RPL R OLURPHV%:LFPPSDQ\ 1 3UHVLGHQW 1
DQG (QYLURPPHQWDO 3bul
ODULH +©pPDQIKE 6RFLDO JUDQFH
&UOWX *RYHUQDQFH
&RPPLWWHH +RYH 3IDUN
. QGHSHQGHQW D\ +RYH
PHPEHU RI WRAREDO SHSRJE'%LJ%JDQG)&?QDQFH 1 "LUHFWRU 1
5HPXQHUDWI| RBPE&HE\ 3 8QLW£§ VXOWDQFY
$XGLW &RPPLWWHHYV LQIGRP
OHPEHU RI WKH N
$XGLW &RPPLWWHH EHRugL’FHLVRXS
DQG PHPEHU RI WKH tDUGWXBPVYWUD
lRPLQDWLRCvg%%(HUQDWLR DD \OH 1RO suURIlw
HQ .
&DUROLQH( Wf WLHV ¢B Q@Y LFRV LUHFWRU 1
6%% DO *RYHY é%IL_FbWLRQ &66$ RUJIDQLVDWLRQ
&RPPLWWHH X ULFK
6ZLW]HUPDQG
$:% ;/ ,QVXUDQFH
&RPSDQ\ 8. /LPAUDHG FKKUEK, ;5 QGHSHQAHOW
DQG $:8 ./ EWUHHWI ~Vxuporp 1! "LUHFWRU L
8QGHUZULWLQIRQERE LN
ILPLWHG % *
,QGHSHQGHQW &KDLU ORRUJDIWH
EIIQXVPKLHW?/\}_:I-’?IDQJQQ /IRQGRQ [:HDOWK
%URZQ 6KLSOHWQJ@RQG|sobQQoLQ] DQ ,QGHSHQGHQW
ODUFLD | LQGHSHQGHRPMY G (& 5 $* ,QYHVWPHQWP "LUHFWRU 1
&DQWRU *WPIHPEH U RI WKH 8OLWHG | 0DQDJIHPHOW
$XGLW DQG WKH LQIGRP
5HPXQHUDW IRQ
&RPPLWWHHV 6FDOH 6$DFH
‘RRG
| /DQH ( PRQH\ ,QGHSHQGHQW
ORGXOU )6 /WEB poGRQ [LovwLwXxWLRE '‘LUHFWRU L
5= 8QLWHG
.LQJGRP
2Q  -XO\ &DUROLQH %XWOHU QRQ H[HFXWLYH GLUHFWRU VWHSSHG GRZQ DV LQGH

6WUHHW 1HZ <RUN 1<

2Q
5=

-DQXDU\

86%

ODUFLD &DQWRU *UDEOH V H{[WHUQDO PDQGDWH DW ORGXOU
8QLWHG .LQJGRP LV WHUPLQDWHG

)6 /WG 6
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30OXPWUHH
&RXUW
6KRH /DQH
*ROGPDQ 6DF g? GRQ 3HQVLRO BODOQ &KDLU RI 1
SHWLUHPHQW @ 7UXVWHH
,QGHSHQGHQW &KDLU (&$ $8
Rl WKH $XGLwW .
6WHSKHQ|&RPPLWWHH|DOQG
'‘DYLHV ,QGHSHQGHQW
PHPEHU RI WKH 5LVN
&RPPLWWHH
*ROGPDQ 6DFKV 8.
5HWLUHPHQW [3RDRDQW| , 1 s |&KDLU RIWKH ¢
3HQVLRQ 7UXYWRIMHSD Q\ HQW LW\
ILPLWHG
OHPEHU RI WKH
5HPXQHUDWILRQ
ﬁ;jgggG &RPPLWWHH|DQG
PHPEHU RI WKH 5LVN
&RPPLWWHH
%XUJHPHHVWHU
5LMQGHYVODDQ &KDLUPDQ RI
$WKRUD 1HWKHUOD®GV| ,QVXUDQFH WK H 1
19 $PVWHOYHWRESDQ\ 6XSHUYLVIRU\
WKH %RDUG
1IHWKHUQDQGYV
,QGHSHQ G H @-w—&btt
RI WKH 30DFH X
5HPXQHUDWILR
&RPP?WWHH 88LEDU)5RG[§E SEQE W%O(VWDWH \QGHSHQGHQW,
QGHSHQGHQW! VWILHOG 6¢( 3DULNFRPSDQY "LUHFWRU
sronuLed PHEEHY M MKH SLVN |upern
OXQVWHU\& QG
,QGHSHQGHQW
PHPEHU RI WKH '"KDKUDQ
1RPLQDWLRQ:DQG\DK *ORED®RVWDO L QYHVWPHQW ; ' QGHSHQGHQW,
(QYLURQPHQW®YHVWPHQW |[&RPSDQ\ | &RPSDQ\ "LUHFWRU
6RFLDO *RYHUQDQFH .LQJGRP
&RPPLWWHH 6DXGL $4
&KDUOHV
(LQGKRYHQ )Ls®&ovodpq s &ﬁ%LUPDC RI
+RFNH\ &OXE PUDGMH |6SRUWV FPXE1 6XSHUYLVRUL L
5RRG 9HUHQLJLIQIGKRYHQ %RDUG
1IHWKHUQDQGYV °
(DVW
6HQWKLOJ§PP§ %g WL%M
-] RI WRARBINMNRI WKH LEO SURIYW
S%QWKDQD Kb E@WHH +HDUW $VVRF b qﬁ JDQuDNLRb LUHFWRU L

$V IURP JHEUXDU\ 5RGHULFN 0XQVWHUV KDV VWHSSHG GRZQ DV ,QGHSHQGHQW 1R
<RUN OHOORQ 6% 19 %RXOHYDUG $QVSDEFK %UXVVHOV %HOJLXP

$V IURP JHEUXDU\ 6HQWKLONXPDU KDV VWHSSHG GRZQ DV 1RQ ([HFXWLYH 'LUHFW
19 %YRXOHYDUG $QVSDFK %UXVVHOV %HOJLXP
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%RDUG PHPERXQFWLRQ DMDPH Rl WKH RWRADUNLRQ 7\SH RI /LVWFG ([WHUQIDO&DSLW
(XURSHDQ %OF®R¥SDQ\ LQ ZKLFRXQWU\ DFWLYLWERFNSDJRDQGDWH MRWIHF

DQ H[WHUQDC IXQFWLRQ <1 ZLWK 6%
LV H[HUFLVHG <1

([HFXWLYH 'LUHFWRUV

%MTUQ 6 WRAKILA I ([HF X
2IILFHU DQG
WKH ([HFXWL
&RPPLWWHH

-RKQ +HQQRBNKVMI 5LVN 21ILFHU
DQG OHPEHU|RI WKH
([HFXWLYH

&RPPLWWHH

(ULF 3XOU@IKLHI )LQDQFHD®IQ 3ULYDWHDB XD | &UHGLW 1  QGHSHQGHQWL
21ILFHU 5LMVZLMFINDDDION X WLRQ "LUHFWRU
"HSXW\ &KLH]l
(IHEXWLYH 2l ILFHU $QWZHUY
DQG OHPEHU|[RI WKH %HOJLXP
([HEXWLYH [y "op] %HJLMQH)LODQFLDp 1 QGHSHQGHQWL
&RPPLWWHH +ROGLQJ "LUHFWRU

$QWZHUY

%HOJLXP

5DFKHO =BKDHI 2SHUDOWLRQV
2IILFHU DQG|OHPEHU
RI WKH ([HFXWLYH

&RPPLWWHH

1R GLUHFWRU KDV GHFODUHG SHUVRQDO FRQIOLFWV RI LQWHU
DSSOLFDWLRQ RI DUWLFOH RI WKH %HOJLDQ &RPSDQLHV DQG

,QGLYLGXDO DQG &ROOHFWLYH &RPSHWHQF\ 6NLOOV

7KH (XURSHDQ %DQN KDV HVWDEOLVKHG LQ D %RDUG 'LYHU"
XQZDYHULQJ FRPPLWPHQW WR GLYHUVLW\ HTXLW\ DQG LQFOXVL
WKRXJKW H[SHULHQFH DQG EDFNJURXQG 7KLV FRPPLWPHQW W
RQH RI RXU FRUH YDOXHV EXW LW LV DOVR LPSRUWDQW WR WKF
%DQNxV GLUHFWRUV DV LQGLYLGXDOV DQG FULWLFDO WR LWV
EXVLQHVYV 7KH (XURSHDQ %DQN UHFRJQL]JHV WKH LPSRUWDQF
JHQGHU GLYHUVLW\ RQ WKH %RDUG $OLJQHG ZLWK LWV HQJDJ}
'"LYHUVLW\ x@KCSBRHWHG E\ :RPHQ LQ )LQDQFH %HOJLXP DW O
JHQGHU VKDOO EH UHSUHVHQWHG RQ WKH %RDUG $V QHZ %R
1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RP
FDQGLGDWHV ZKLFK ZLOO HQDEOH WKH &RPSDQ\ WR UHPDLQ FF
'"HFHPEHU WKLV JHQGHU GLYHUVLW\ REMHFWLYH LV DFKLHYHCG

+DYLQJ D FRPELQDWLRQ Rl GLYHUVH UHOHYDQW SHUVRQDO DWW
RI SHUVSHFWLYHV LQVLJKWY DQG FKDOOHQJH QHHGHG WR VX
DSSRLQWPHQWY DUH EDVHG RQ DQ LQGLYLGXDO DQG FROOHFWL)
FULWHULD

$V IURP $SULO %MRHUQ 6WRULP ZLOO VWHS GRZQ DV ([HFXWLYH 'LUHFWRU RI 7KH
$QVSDFK %UXVVHOV %HOJLXP
*HQGHU 'LYHUVLW)\ LQ )LQDQFHx &KDUWHU D SOHGJH IRU JHQGHU EDODQFH DFURVV WKt
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7KH 1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH
UHYLHZLQJ WKH VWUXFWXUH VL]H DQG FRPSRVLWLRQ RI WKH ¢
H[SHULHQFH DQG GLYHUVLW\ DQG PDNLQJ UHFRPPHQGDWLRQV
DSSRLQWPHQW ,Q LGHQWLI\LQJ VXLWDEOH FDQGLGDWHV IRU D
REMHFWLYHO\ FRQVLGHUV FDQGLGDWHYV RQ PHULW DQG ZLWK G»
DQG GLYHUVLW\ Rl WKH %RDUG

,Q RUGHU WR HQVXUH WKDW WKH PHPEHUV Rl WKH %RDUG &l
FROOHFWLYHO\ WKH DGHTXDWH VNLOOV LQ RUGHU IRU HDFK %R
DQG GXWLHV WKH 1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *
FRPSRVLWLRQ Rl WKH %RDUG &RPPLWWHHVY DQG KDV EDVHG LW
WDEOH DQG KDV FRQVLGHUHG LQ LWV UHYLHZ WKH %RDUG VNLO(
VNLOOV LL WKH SHUVRQDO DWWULEXWHV WKDW DOO %RDUG |
GLYHUVLW\ SURILOH

7KH 1RPLQDWLRQ DQG (QYLURQPHQWDO B6RFLDO *RYHUQDQFH
UHVSHFWLYH PHPEHUVKLS Rl WKH IROORZLQJ %RDUG &RPPLWW
%RDUG &RPPLWWHHV WR EH FROOHFWLYHO\ FRPSHWHQW WF
UHVSRQVLELOLWLHV DQG IRU HDFK RI LWV UHVSHFWLYH PHPE
NQRZOHGJH DQG H[SHULHQFH WR XQGHUVWDQG DQG DVVHVV WKF

Aa WKBXGLW &RPPLRWUWHAMIKH UHYLHZ RI &RPSDQ\xV ILQDQFLDO
DFFRXQWLQJ DQG DXGLW

BWHSKHQ 'DYLHV LV DQ ,QGHSHQGHQW QRQ H[HFXWLYH GLUHF
DQG OHPEHU RI 5LVN &RPPLWWHH +H TXDOLILHG DV D 8. &KDU
KDV HIWHQVLYH H[SHULHQFH LQ DXGLW FRUSRUDWH DGYLVRU
*ROGPDQ 6DFKV LQ ZKHUH KH KHOG YDULRXV UROHV LQF
DQG &)2 RI *ROGPDQ 6DFKV V 86%$ EDQN +H KDV DOVR EHHQ
EDQNLQJ DQG ILQDQFLDO HQWLWLHV LQ WKH 86 8. ,UHOD
QXPHURXV EURNBDIWVEBBROHHYY LQVXUDQFH HQWLWLHV DQG PLC
HQWLWLHYV

a WKFHLVN &RPPLMWHMKH UHYLHZ Rl WKH &RPSDQ\xV ULVNV DQ
FRQWUROV

a4 WKIRPLQDWLRQ DQG (QYLURQPHQWDO 6RF L DROU*WXHUHBIQ FH V&R
UHOHYDQW DQG LQGHSHQGHQW MXGJPHQW RQ WKH FRPSRVLW
LWV &RPPLWWHHY DQG WKH VXLWDELOLW\ Rl WKH FRPPLWWHH
DVVHVVPHQW Rl WKH RYHUDOO JRYHUQDQFH RI WKH &RPSDQ\ I
FKDQJHV WR WKH %RDUG DQG WKH RYHUVLJKW DQG DVVHVVPH
LPSDFW WKHUHRI RQ WKH &RPSDQ\xV JRYHUQDQFH DQG VWUD\

a WKBRHPXQHUDWLRQ &IRRPMWKXKWHHHUFLVH UHOHYDQW DQG LQGHS
WKH &RPSDQ\xV UHPXQHUDWLRQ SROLF\ DQG RQ WKH LQFHQWI

7KH PHPEHUVKLS RI HDFK GLUHFWRU LQ %RDUG FRPPLWWHHV L
UHSRUW

6XEVHTXHOWW

1R VXEVHTXHQW (YHQWYV KDYH EHHQ QRWHG
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SURSRVDO RI $OORFDWLRQ RI 1HW ,QFRPH

7KH QHW SURILW IRU WKH \RIDUUWODRRXOGWWDLRHG HDUQLQJV DV R
DPRXQW WRPLOOLRQ

1R GLYLGHQG LV GLVWULEXWHG RQ WKH SURILW RI

$OORFDWLRQ RI BURILW ,Q PLOOLR
BURILW RI WKH FXUUHQW \HDU

'LYLGHQG RI WKH FXUUHQW \HDU ]

URILW EURXJKW IRUZDUG

7KH %RDUG KDV IRUPDOO\ DGRSWHG D QRQ GLYLGHQG SROLF\ E
FDUULHG IRUZDUG DQG UHFRPPHQGHG WKH VDPH IRU DSSURYDO

0D\ WKH VKDUHKROGHUV XQDQLPRXVO\ UDWLILH®/ R\HKLV %]
%RDUG FRQWLQXHG WR DSSO\ WKH QRQ GLYLGHQG GLVWULEXW

&RQWLQJHQW /LDELOLW\

&ODLPV O /HIDO DFWLRQV

*HUPDQ DXWKRULWLHY DUH LQYHVWLJDWLQJ SDVW UFXP H[U wUL
HTXLW\ VHFEXULWLHVY RQ RU VKRUWO\ EHIRUH WKH GLYLGHQG GDV
UHVXOWLQJ LQ DQ XQZDUUDQWHG UHIXQG RI ZLWKKROGLQJ WD][

YLHZ WKDW SDVW FXP H[ WUDGLQJ PD\ KDYH UHVXOWHG LQ WDJ[ C
%DQN DQG LWV *HUPDQ VXEVLGLDU\ KDYH EHHQ LQIRUPHG E\ *HU
LQYHVWLIDWLRQV LQWR SRWHQWLDO FXP H[ WUDGLQJ E\ FHUWDL
(XURSHDQ %DQN KDG DFTXLUHG HQWLWLHVY WKDW VHUYHG DV GH
WKRVH WKLUG SDUW\ LQYHVWPHQW IXQGV :H KDYH UHFHLYHG LC
DXWKRULWLHVY UHODWLQJ WR SUH DFTXLVLWLRQ DFWLYLW\ DQG |

$XIXVW WKH 'LVWULFW &RXUW RI %RQQ RUGHUHG WKDW WKH
VHFRQGDU\ SDUW\ LQ FRQQHFWLRQ ZLWK WKH SURVHFXWLRQ RI :
wWuLDO FRPPHQFHG LQ 6HSWHPEHU ,Q ODUFK WKH FRXUW

IURP WDNLQJ DFWLRQ DJDLQVW WKH VXEVLGLDU\ LQ RUGHU WR H
FRXUW FRQYLFWHG WKH XQUHODWHG LQGLYLGXDO GHIHQGDQWYV
DFWLYLWLHV RI WKH UHOHYDQW WKLUG SDUW\ LQYHVWPHQW I1XQ
'"HFHPEHU ZH UHFHLYHG VHFRQGDU\ OLDELOLW\ QRWLFHV IUR
UHODWHG WR SUH DFTXLVLWLRQ DFWLYLW\ LQ YDULRXV IXQGV IR
GHSRVLWDU\ DQG RU IXQG PDQDJHU :H KDYH DSSHDOHG WKH QR
DFTXLVLWLRQ RI WKH VXEMHFW HQWLWLHY WKH (XURSHDQ %DQN
IURP WKH VHOOHUV WKDW WKH (XURSHDQ %DQN LQWHQGV WR SX
WR SXUVXH RXU FODLPV XQGHU WKH LQGHPQLW\ XQWLO ZH KDYF
UHFRYHU\ DV OHVV WKDQ YLUWXDOO\ FHUWDLQ DV UHIHUUHG WR
UHVSHFW WR WKLV OHJDO PDWWHU KDV EHHQ GHWHUPLQHG EDVL!
PRVW OLNHO\ OLDELOLW\ WKDW ZLOO EH RZHG WR *HUPDQ DXWKI
SHQDOWLHY DUH H[SHFWHG 7KHUH LV HVWLPDWLRQ XQFHUWDLC
PDWWHU 3RVWLQJV WR UHIOHFW WKH FXUUHQW VLWXDWLRQ DV
LPSDFWHG PDLQO\ 1IRWH 2WKHU 2SHUDWLQJ LQFRPH DQG 1RWH
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SHVHDUEFK '"HYHORSPHQW

7KHUH DUH QR UHVHDUFK GHYHORSPHQW DFWLYLWLHY SHUIRUP

SLVN ODQDJHPHQW

7KH (XURSHDQ %DQN DFNQRZOHGJHV ULVN WDNLQJ DV D IXQGDTF
ILQDQFLDO VHUYLFHV W LV LQKHUHQW WR WKH EXVLQHVV RI ED
(XURSHDQ %DQN XQGHUWDNHYV 7KH FDSDFLW\ WR WDNH ULVN DQ
EDODQFH VKHHW DQG WKH UHSXWDWLRQ RI WKH %1< EUDQG L
UHIJXODWRU\ UHTXLUHPHQWYV

7KH (XURSHDQ %DQNxV ULVN PDQDJHPHQW IUDPHZRUN PDLQ
DGHTXDWHO\ UHVRXUFHG DQG IRUZDUG ORRNLQJ RUJDQL]DWLRC
PDQDJH HPHUJLQJ ULVNV LQ D WLPHO\ PDQQHU IRU WKH (XURSHD

7KH 5LVN ODQDJHPHQW )XQFWLRQ UHSRUWYV WR WKH &KLHI 5LVN
PRQLWRUV DQG LGHQWLILHVY HPHUJLQJ ULVNV ZLWK D IRUZDUG O
PDQDJHPHQW LQIRUPDWLRQ UHSRUWLQJ WR WKH (XURSHDQ %DQ}
FRPPLWWHHY DQG FRQWULEXWHV WR D UQR VXUSULVHU ULVN FX
VHFRQG OLQH RI GHIHQVH DOVR UHSRUWLQJ WR WKH &KLHI ULV
L QWHUQDO $XGLW WKLUG OLQH RI GHIHQVH SOXV )LQDQFH DQG
IXQFWLRQV

'"HWDLOHG LQIRUPDWLRQ RQ WKH ULVNV IDFHG E\ WKH (XURS
PDQDJHPHQW VWUDWHILHYVY SROLFLHV DQG SURFHVVHV FDQ EH |
UHSRUAW RBDQ\PHOORQ FRP XV HQ LQYHVWRU UHDQ®/IEWN UHJIXOD
WR WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$GGLWLRQDO ,QIRUP DWH(X Q REHDQEN. Q J
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6XVWDLQDELOLW\ 6WDWHPHQW
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' QWURGXFWLRQ

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 UWKH (XURSHDQ %DQNU

WKH EDQN LV D ZKROO\ RZQHG VXEVLGLDU\ RI 7KH %DQN RI 1H
Rl 1HZ <RUN OHOORQ LV WKH PDLQ EDQNLQJ HQWLW\ RI 7KH %DQ
7KH (XURSHDQ %DQN DV SDUW Rl %1< RSHUDWHYV LQ DOLJQPH
ZKLOH DW WKH VDPH WLPH PDLQWDLQLQJ LWV LQGHSHQGHQFH

ZLWKLQ D JRYHUQDQFH IUDPHZRUN WKDW SURWHFWYV WKH LQWHL
LWV UROHYV DQG UHVSRQVLELOLWLHYV WKURXJK D FRPELQDWLRQ
%1< VHUYLFHV WKURXJK D VHULHV RI LQWHUFRPSDQ\ DJUHHPH
LQYHVWPHQWY DQG VWUDWHILF GHFLVLRQV VXFK DV LQYHVWPHC

7KLY 6XVWDLQDELOLW\ 6WDWHPHQW LV WKH (XURSHDQ %DQNXxV
&RUSRUDWH 6XVWDLQDELOLW\ 5H DV WUDQVSRVHG LQW&65%HOJ
WKH ODZ RI '"HFHF DQG WKH (XURSHDQ 6XVWDLQDELOLW\ 5H

(656 $Q\ UHIHUHQFH WR &65' LQ WKLV 6XVWDLQDELOLW\ 6WD
UHIHUHQFH WR &65' DV WUDQVSRVHG LQWR WKH %YHOJLDQ OHJDC(

7KH (% FRQGXFWHG D FRPSUHKHQVLYH GRXEOH PDWHULDOLW\ C
(QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH (6* IDFWRUV WK
EXVLQHVY DQG RXU VWDNHKROGHUV 7KLV DVVHVVPHQW KDV KHZC
HIIRUWVY DQG WR IRFXV RQ WKH DUHDV ZKHUH ZH FDQ PDNH W]
6XVWDLQDELOLW\ 6WDWHPHQW FRQWDLQV WKH UHTXLUHG LQIRL
WKDW ZH KDYH GHHPHG PDWHULDO DFFRUGLQJ WR WKH '0$

%DVHG RQ WKLV '0$ ZH KDYH HQGHDYRXUHG WR WUDQVODWH Wk
TXDOLWDWLYH GLVFORVXUH UHTXLUHPHQWY DQG GDWD SRLQWYV
DOVR UHOLHG RQ (XURSHDQ )LQDQFLDO 5HSRUWLQJ $GYLVRU\
JXLGHV WRROV H[SHUWLVH DQG WKH &65' LWVHOI ZLWK D JUR
WKH EDQN WR KHOS WR QDYLJDWH WKH UHTXLUHPHQWY IRU UHSH

8QGHU &65' WKH (656 GLFWDWH WKH FRQWHQW DQG QDWXUH F
XQGHUWDNLQJYV ZLWK FHUWDLQ IOH[LELOLWLHY UHJDUGLQJ W
BWDWHPHQWY :H KDYH FKRVHQ WR UHO\ XSRQ D QXPEHU RI WKF
WKH WUDQVLWLRQDO SURYLVLRQV DV VHW RXW DW (656 6HFWI
DGMXVW WR WKH UHSRUWLQJ UHTXLUHPHQWYV

7KLY 6XVWDLQDELOLW\ 6WDWHPHQW LV D FRPSRQHQW RI RXU
DFFRXQWDELOLW\ LQ RXU VXVWDLQDELOLW\ HIIRUWYV LQ OLQH Z
VXPPDULVH VXVWDLQDELOLW\ WRSLFV WKDW DUH RI PDWHULDC
VWDNHKR®ROWHKWUPRUH ZKHUH UHTXLUHG LQIRUPDWLRQ LV XQD
WRSLF LGHQWLILHG DV PDWHULDO LQ WKH '0$ DQG WKH (656 HQ
WKLV LV WKH FDVH ZH KDYH GRQH VR 6LPLODUO\ ZKHUH FRQGL

3O0HDVH UHIHU WR 6HFWLRQ RI WKH 5HSRUW RI WKH %RDUG RI 'LUHFWRUV SDJH IRU D
'"LUHFWLYH (8 Rl WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI '"HFHPE

'LUHFWLYH (& 'LUHFWLYH (& DQG 'LUHFWLYH (8 DV UHJDUGV FRU
/IDZ RI '"HFHPEHU UHODWLQJ WR WKH SXEOLFDWLRQ RI VXVWDLQDELOLW\ LQIRUPD

DVVXUDQFH RI VXVWDLQDELOLW\ LQ|RHW DEMHIVROHDIGIG GRWEHURSHREDWDILRRDWLQJ YDQ GXXU]L
GRRU EHSDDOGH YHQQRRWVFKDSSHQ HQ JURHSHQ HQ GH DVVXUDQFH YDQ GXXU]DDPKHLC
/RL UHODWLI OD SXEOLFDWLRQ SDU FHUWDLQHV VRFLOWGOV HW JURXSHV G LQIRUPD
O LQIRUPDWLRQ HQ PDWL"UH GH GXUDELOLW® HW SRUWDQW GLVSRVLWLRQV GLYHUVHV
&RPPLVVLRQ 'HOHJDWHG 5HJXODWLRQ (8 RI -X 0\ VXSSOHPHQWLQJ 'LUHF
3DUOLDPHQW DQG RI WKH &RXQFLO DV UHJDUGY VXVWDLQDELOLW\ UHSRUWLQJ VWDQGDU
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EXVLQHVV PRGHO IRU H[DPSOH LQ KLJK FOLPDWH LPSDFW VHFV
KDYH QRW GLVFORVHG WKLY LQIRUPDWLRQ

$O00 GDWD SRLQWYV LQ WKH 6XVWDLQDELOLW\ 6WDWHPHQW KDYH
DV VXFK ZH KDYH LQFOXGHG WKH PHWULF LGHQWLILFDWLRQV ZL

*HQHUDO 'LVFORVXUHYV
%DVLV IRU SUHSDUDWLRQ

,Q DFFRUGDQFH ZLWK $UWLFOH D Rl &65' DV WUDQVSRVHG LQW
%HOJLDQ &RPSDQLHV DQG $VVRFLDWLRQV &RGH WKLV VXVWDLC
RQ DQ LQGLYLGXDO HQWLW\ EDVLV VROHO\ IRU WKH (% 7KLV L\
SUHSDUDWLRQ RI LWV ILQDQFLDO VWDWHPHQWY IXUWKHU H[S
DFFRXQWVY 7KH VFRSH RI FRQVROLGDWLRQ LV WKH VDPH DV IRU
7KHUH DUH QR VXEVLGLDU\ XQGHUWDNLQJV LQFOXGHG LQ FRQ
LQGLYLGXDO RU FRQVROLGDWHG VXVWDLQDELOLW\ UHSRUWLQJ

7TKH (% KDV GXO\ FRQVLGHUHG ,PSDFW 5LVNV DQG 2SSRUWXQL
FKDLQ 7KH RXWFRPH RI WKH '0$ LV UHIOHFWLYH RI WKLV DVVHV
E\ WKH (%% DUH OLVWHG ZLWKLQ WKH ODWHULDO ,PSDFWV 5LVNYV
RI WKH 6WDWHPHQW

7KH (% KDV QRW H[HUFLVHG WKH RSWLRQ WR RPLW DQ\ PDWHL

SHUPLWWHG E\ $SUWLFOH h RI WKH %9HOJLDQ &RPSDQLHV DQ
7TKH 6XVWDLQDELOLW\ 6WDWHPHQW IRU FRYHUV WKH SHULRC(
(656 %3 D E L E LL F G H

,Q WKHVH FDVHV WKH (% GRHV QRW RIIHU ILQDQFLQJ DQG GRHV QRW HQJDJH LQ WKLV \
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'LVFORVXUHV LQ 5SHODWLRQ WR 6SHFLILF &LUFXPVWDQFHYV

,Q WKH VHFWLRQ EHORZ ZH SURYLGH GLVFORVXUHV RQ KRZ VS
LQWR RXU GLVFORVXUHV WKURXJKRXW WKH VWDWHPHQW $UHD
HVWLPDWLRQ DUHDV ZKHUH ZH XVHG HVWLPDWHG GDWD GLVFO|
DQG LQFRUSRUDWLRQ E\ UHIHUHQFH XQGHUSLQ RXU GLVFOR
WUDQVSDUHQF\ DQG FRQVLVWHQF\ RI WKH LQIRUPDWLRQ SURYLG

7LPH +RUL]JRQV

7LPH KRUL]JRQV GHVLIJQDWLRQV XVHG ZLWK WKH (% '0$ SURFHVV
LQ (656 SDUDJUDSK EXW DOVR FRQVLGHU %1< V FOLPDWH UF

'LWKLQ WKH ( VHFWLRQ LW LV QRWHG WKDW FOLPDWH UHODWI
PXOWLSOH WLPH KRUL]RQV WKDW EHVW UHIOHFW RXU ULVN SURI

O 6KRUW WHUP \HDUV ULVNV WKDW DUH REVHUYHG WR E
LPPHGLDWH SODQQLQJ KRUL]RQ

O OHGLXP WHUP \HDUV

O /RQJ WHUP \HDUV

7KH DSSURDFK WDNHQ UHIOHFWYV WKH (%xV EXVLQHVV PRGHO DQ
LPSDFWV DUH DVVHVVHG DFURVY DOO WLPH KRUL]JRQV

(656 %3 D E
(VWLPDWHYV

7KHUH DUH QR PHWULFV WKDW LQFOXGH YDOXH FKDLQ GDWD H
FRQILUP WKDW WKHUH DUH QR TXDQWLWDWLYH PHWULFV DQG
VXEMHFW WR KLJK OHYHO RI PHDVXUHPHQW XQFHUWDLQW\

(656 %3 D E F G

7KH (% ZRUNV WR GLVFORVH DFFXUDWH GDWD E\ DSSO\LQJ D VW

RXU GDWD ,Q FHUWDLQ FLUFXPVWDQFHV ZKHQ GDWD LV XQD
DVVXPSWLRQV IRU FDOFXODWLRQV
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D2Q RXU ORFDWLRQV

7+( %$1. 2) 1(:

7TRSLF

7D[RQRI

YHO\ IlJURP IRVYV
IRUWK LQ &65'
(8

SHIXODWLRQ

I URP RWKHU OHJLVODWLRQ VWDQGDUG
R

LL

oLfLITr>0xXx

20 RXU HQHUJ\

% 3
,52

%3
'LVFORVXUHYVY 6WHPPLQJ IURP 2WKHU /HILVODWLRQ RU 5HSF

,Q DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV VHW

LQIRUPDWLRQ VWHPPLQJ

SXUVXDQW WR $SUWLFOH
LQFOXGHG LQ WKLV UHSRUW

(656
(656
(656
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&URVYV 5HIHUHQFH 'DWD 3RLQWYV DQG 'LVFORVXUH 5HTXLUH
6WDWHPHQW WR ODQDJHPHQW 5HSRUW

$V GHWDLOHG ZLWKLQ (656 6HFWLRQ WKLV 6XVWDLQDELO
RWKHU VHEFWLRQV RI WKH (% $QQXDO $FFRXQWV

7KH IROORZLQJ GLVFORVXUH UHTXLUHPHQWY KDYH EHHQ LQFRUS

'LVFORVXUH SHTXLUHPHQW FB8HDODHWMQ@RH QW

(656 %3 %DVLV RI 3UHSD|BHWWRE® Q RI WKH DQQXD|O DFFR X (

(656 6%0 BWUDWHJ\ [BRKEMQARYY DQG RI WKH DQQXDO

PRGHO DQG YDOXH FKDLQ

(656 6%0 BHFWLRQ RI WKH DQQXD|O DFFRX(

(656 ( $QQXDO DFFRXQW ,)56 BH[FWLRQ
&RQVROLGDWHG 6WDWHPHRQW RI 3U
DQG 2WKHU &RPSUHKHQVLYH ,QFRP

(656 %3

*RYHUQDQFH

5ROH RI $GPLQLVWUDWLYH ODQDJHPHQW DQG 6XSHUYL
ODQDJHPHQW RI ,52V

,Q 6HFWLRQ Rl WKH %RDUG RI 'LUHFWRUV 5HSRUW

SUHVHQWDWLRQ RI WKH UROHV DQG UHVSRQVLELOLWLHV RI WKI
([&R

*HQGHU VSOLW RQ DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUY

ODOH

JHPDOH

2WKHU

1RW 'LVFORVHG

SHUFHQWDJH RI LQGHSHQGHQW ERDUG PHPEHUV LQ DGPLQLVWU|
ERGLHYV

(656 *29 D F G H
7KH %RDUG V JHQGHU GLYHUVLW\ UDWLR LV

1XPEHU RI ([HFXWLYH OHPEHUYV
1XPEHU RI 1RQ ([HFXWLYH OHPEHUYV

7TKHUH DUH QR HPSOR\HHV DQG RU RWKHU ZRUNHUV UHSUHVHQWI

7KH RYHUVLJKW VWUXFWXUH RI PDWHULDO ,52V IRU WKH (%
FRPPLWWHHYV RI WKH %RDUG WKH ([&R DQG WKH (6* &RXQFLO 71
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5HIHUHQFHV IRU ERWK WKH %RDUG DQG WKH ([&R DQG WKH ([&R
WR DGYLVH LW

7TKH %RDUG

7KH %RDUGxV 7HUPV RI 5HIHUHQFH RXWOLQHV WKH %RDUG V .
GHILQLQJ WKH FRPSDQ\ V VWUDWHJI\ DQG ULVN SROLF\ VXSHUY
FRPSOLDQFH ZLWK DSSOLFDEOH ODZV DQG UHJXODWLRQV $V |
VXVWDLQDELOLW\ VWDWHPHQW WKH $XGLW &RPPLWWHH $& R
PDWHULDO ,52xV WKDW HPHUJHG IURP WKH '0$ DVVHVVPHQW

7KH ([HFXWLYH &RPPLWWHH ([&2

7KH ([&R SOD\V D FULWLFDO UROH LQ JRYHUQDQFH SURFHVVHYV
HITHFWLYH PRQLWRULQJ PDQDJHPHQW DQG RYHUVLJKW RI ,52V

7KHVH FRQWUROV DQG SURFHGXUHV DUH LQWHJUDWHG ZLWK
PHFKDQLVPV VXFK DV LQWHUQDO FRQWURO V\VWHPV D ULVN
UHSRUWLQJ DQG PRQLWRULQJ DQG D FXOWXUH Rl FRPSOLDQFH
DVVRFLDWHG ZLWK FOLPDWH FKDQJH DQG HQYLURQPHQWDO LVV
ULVN JRYHUQDQFH DSSURDFK (% V ([&R KDV HQKDQFHG LWV J
DGGUHVV (6* UHODWHG PDWWHUV LQFOXGLQJ HVWDEOLVKLQJ

VHFWLRQV RI WKH %RDUG Rl 'LUHFWRUV 5HSRUW IRU DGGL
DQG DGGLWLRQDO FRPPLWWHHY DVVLVWLQJ WKH ([&R LQFOXGLC

$ &OLPDWH (QYLURQPHQWDO 6XVWDLQDELOLW\ GDVKERDUG W

WR HQKDQFH PRQLWRULQJ RI FOLPDWH DQG HQYLURQPHQWD
7KH 'DVKERDUG LV SUHVHQWHG RQ D TXDUWHUO\ EDVLV WR (6
(QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RPPLWWHH 1R(6*&R 6
LV EHLQJ SUHVHQWHG WR WKH ([&R IRU WKHLU UHYLHZ DQG LQSX

7KH 5LVN ODQDJHPHQW &RPPLWWHH 50& DQG &DSLWDO DQG 6!

& 672* LQFOXGH VSHFLILF FRQVLGHUDWLRQ RI FOLPDWH DQG
$VVHW DQG /LDELOLW\ &RPPLWWHH $/&2 ZKLFK RYHUVHHV O
OLTXLGLW\ FULVLY PDQDJHPHQW DQG OLTXLGLW\ VWUHVV WHVWL

(656 *29 D E F L LL LLL G
(656 *29 E

%RDUG OHYHO ([SHUWLVH

7KH %RDUG PHPEHUV SRVVHVV H[SHUWLVH LQ JRYHUQDQFH U
ILQDQFH SHRSOH PDQDJHPHQW VWUDWHJ\ LQGXVWU\ VNLOOV
JRYHUQPHQW UHJXODWRU\ DIIDLUV GLJLWDOLVDWLRQ DQG W
RSHUDWLRQDO H[SHULHQFH LQQRYDWLRQ FOLHQW IRFXV DQG F

,Q UHODWLRQ WR WKH PDWHULDO ,52V WKH %RDUG V VNLOOV DI
SURYLGLQJ HIIHFWLYH RYHUVLJKW ULVN PDQDJHPHQW VWUDWH
EXVLQHVV VWUDWHI\ GHYHORSPHQW FOLHQW FHQWULF VROXWLI

$GGLWLRQDOO\ WKHUH LV D SHULRGLFDOO\ XSGDWHG WUDLQL
DUHDV RQ D UHJXODU EDVLV WKDW LQFOXGHV VXVWDLQDELOL'
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LQIRUPHG DERXW WKH ODWHVW GHYHORSPHQWY DQG EHVW SI
UHOHYDQW DUHDV

([SHULHQFH LQ FOLPDWH UHODWHG LQLWLDWLYHYVY DQG EURDGFEH
&ROOHFWLYH %RDUG 6NLOOV PDWUL[ ,W LV UHYLHZHG E\ WKH 1
$GGLWLRQDOO\ WKH %YRDUG UHFHLYHVY XSGDWHV RQ (6* RQ D UH

(656 *29 D E
(656 *29 F

,QIRUPDWLRQ 3URYLGHG DQG 6XVWDLQDELOLW\ ODWWt}
8QGHUWDNLQJxV $GPLQLVWUDWLYH ODQDJHPHQW DQG 6XS|

7TKH %YRDUG PHHWYV DW OHDVW TXDUWHUO\ DQG UHFHLYHV XSGI
PHQWLRQHG FRPPLWWHHY ZLWK UHVSHFW WR FOLPDWH DQG H(
HITHFWLYH RYHUVLJKW IURP WKH %RDUG 7KH %RDUG DSSURYHG
FOLPDWH LPSDFWV DUH FRQVLGHUHG

o) $QQXDO 6WUDWHJI\ UHIUHVK

0 $QQXDO 5LVN $SSHWLWH 6WDWHPHQW 5%$6 UHIUHVK

0 ,QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URFHVV ,&%$%"
0 $QQXDO )LQDQFLDO DQG 6XVWDLQDELOLW\ 6WDWHPHQWYV D
o) 3LOODU ,,, 5GHSRUW

7KH (% KDV GHILQHG NH\ ULVN LQGLFDWRUV .5,V WKDW DUH
PDQDJHPHQW RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVN
ULVN UHSRUW LV SURGXFHG TXDUWHUO\ DQG SURYLGHG WR WKH
LQ SHULRGLF UHYLHZ PRQLWRULQJ DQG PDQDJHPHQW RI FOLPD
JURP WKLV ULVN UHSRUW ZLOO EH SUHVHQWHG WR WKH ([&R

,Q DGGLWLRQ WR LGHQWLI\LQJ VSHFLILF FOLPDWH DQG HQYLUR
RQJRLQJ PRQLWRULQJ Rl H[SRVXUHV LQ WKHVH FDWHJRULHYV
GHYHORSHG WKDW DSSO\ HQKDQFHG GXH GLOLJHQFH DQG JRYH
FOLPDWH DQG HQYLURQPHQWDO ULVN LPSOLFDWLRQV

'H FRQVLGHU (6* ULVNV DV ULVN GULYHUV WKDW FDQ SRWHQWLD
RWKHU ULVNV 7KHUHIRUH ZH KDYH LQWHJUDWHG (6* FRQVL
PDQDJHPHQW SURFHVV WR PHHW RXU UHJXODWRU\ REOLJDWLRC
LQFOXGHY D FRPSUHKHQVLYH DVVHVVPHQW RI (6* ULVN GULYHU
PRQLWRUHG DQG PDQDJHG DV UHTXLUHG 7KLV DSSURDFK VXSSR
DQG WDNHV LQWR DFFRXQW (6* FRQVLGHUDWLRQV

2XU DGPLQLVWUDWLYH PDQDJHPHQW DQG VXSHUYLVRU\ ERGLH
ULVNV DQG RSSRUWXQLWLHYV 7KH (6* UHSRUW LV SUHVHQWHG -
(6* &RXQFLO DQG WKH 1R(6*&R DQG DUH XVHG WR PRQLWRU R
PDNLQJ DQG GHYHORS VWUDWHJ\ %\ LQFRUSRUDWLQJ (6* FRQVL
SURFHVVHVY RXU JRYHUQDQFH ERGLHV DUH ZHOO LQIRUPHG D
FRQVLGHU (6* UHOHYDQW IDFWRUYV

7R VXSSRUW WKH FRQVLGHUDWLRQ RI FOLPDWH DQG HQYLUI
RSSRUWXQLWLHY DFURVY EXVLQHVYV RSHUDWLRQVY DQG GHFLVLR
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&OLPDWH DQG (QYLURQPHQWDO 6XVWDLQDELOLW\ JRDO ZKLFK
PHWULFV DV DSSURYHG E\ WKH 5HPXQHUDWLRQ &RPPLWWHH 51|
PHWULFV IRU WKH (% ([&R DQG SRWHQWLDO LPSDFW RQ WKHLU
SHUIRUPDQFH PDQDJHPHQW SURFHVV 303 DQG VXEVHTXHQ
JXLGDQFH

‘H KDYH HVWDEOLVKHG FOHDU SROLFLHV DQG SURFHGXUHYV
RSSRUWXQLWLHY 7KHVH SROLFLHVY DQG SURFHGXUHV DUH UHJ
UHOHYDQW DQG HIIHFWLYH %\ KDYLQJ FOHDU SROLFLHV DQG .
EXVLQHVV SUDFWLFHV WR EH FRQVLVWHQW DQG LQWHJUDWH (
PDNLQJ SURFHVVHYV

(656 *29 D E
ODWHULDO ,PSDFWV 5LVNV DQG 2SSRUWXQLWLHV $GGUHVV

7KH (% %RDUG UHFRJQLVHV WKH LPSRUWDQFH RI VXVWDLQDELOL
WKH (% KDV GHILQHG .5, WKDW DUH XVHG DV SDUW RI PRQLWRUI
HQYLURQPHQWDO UHODWHG ULVNV $ FOLPDWH DQG HQYLURQP
TXDUWHUO\ DQG SURYLGHG WR VHQLRU PDQDJHPHQW ([&R DQ
UHYLHZ PRQLWRULQJ DQG PDQDJHPHQW RI FOLPDWH DQG HQYLL

6SHFLILFDOO\ IRU PDWHULDO ,52V WKH LQGHSHQGHQW QRQ H[H
SDUWLFLSDWHG LQ WKH '0$ H[HUFLVH DFWLQJ DV H[WHUQDO V\
RI WKH LGHQWLILHG ,52V

%HORZ LQFOXGHYV WKH ,52V LGHQWLILHG DV SDUW RI WKH '0%$

3RWHQWLDO QRQFRPSOLD|QFH
FOLPDWH ULVN GULYHUV FDQ OHDC
LQFUHDVHG UHJXOD|WRU\
&OLPDWH UHTXLUHPHQWY )DJOXUH|WR PHHYV
&KDQJH |5LVN a 82' |UDSLGO\ HPHUJLQJ [BHKRUWHPHQW\
$GDSWDWLRQ IRU FODVVLILFDWLR|Q DQQ GLVFOR
LQ PXOWLSOH MXULNGLFWLRQV FR.
OHDG WR UHJXODWRU ILQHV RU
VDQFWLRQV
5LVLQJ FRQFHQWUDMWLRQV RI *+*
* gk IDWLY DV D UHVXOW RI HQHUJ\ SJURGXFWL
(PLVVLR Ql\ysm:w $FwxDo 2 |[FRQWULEXWHV WR AOHBRWM FKDQJ
6FRSH [ OHDGLQJ WR PRUH I[UHTXHQW DQG
VHYHUH ZHDWKHU HYHQWJE//

1R PDWHULDO SRWHQWLDO LPSDFWV ZHUH LGHQWLILHG
8 O 8SVWUHDP 2 O 2ZQ 2SHUDWLRQV ' O 'RZQVWUHDP
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(656 *29 F

,QFHQWLYH VFKHPHYV

SHUFHQWDJH RI UHPXQHUDWLRQ UHFRJQLVHG WKDW LV OLQNHG
IRU WKH PHPEHUV RI WKH ([&R

%HIJLQQLQJ LQ WKH (% LV RSHUDWLQJ ZLWK RQH UHPXQHU
UHPXQHUDWLRQ SULQFLSOHV WKDW DUH DSSOLHG ZLWKLQ WKH
HIITHFWLYH ULVN PDQDJHPHQW 3ULRU WR DSSOLFDWLRQ WR WK
'LVFUHWLRQDU\ ,QFHQWLYH &RPSHQVDWLRQ 30DQ ZHUH UHYLHZ
IURP WKH 5& DQG 5HP&R $GGLWLRQDOO\ VXVWDLQDELOLW\ WDU
1R(6*&R

,Q DGGLWLRQ LQ IRU VHOHFWHG PHPEHUV RI VWDII WKHLU
TXDOLWDWLYH HQYLURQPHQWDO FOLPDWH JRDO WR IRVWHU WK
(&R DUH FROOHFWLYHO\ DVVLJQHG D FRPELQDWLRQ RI VXVWDL
HPLVVLRQ WKUHVKROGVY HPLVVLRQ UHGXFWLRQ HQHUJ\ FRQVXP
ULVN PDQDJHPHQW

7KH %1< &RUSRUDWLRQ 'LVFUHWLRQDU\ ,QFHQWLYH &RPSHQVDW
LQFOXGLQJ WKH (% DQG DOO RWKHU VXEVLGLDULHV :KLOVW WKI
WR UHFRJQLVH DQG LQFHQWLYLVH WKRVH ZKR FRQVLVWHQWO\ H
VXFFHVV Rl WKH RUJDQLVDWLRQ DV ZHOO DV PRWLYDWH IXWXU
7KLV LV DFKLHYHG WKURXJK FRQVLVWHQW DQG VWURQJ LQFHQW
DQ DVVHVVPHQW RI WKH LQGLYLGXDO V SHUIRUPDQFH DV PHDVX
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7KH 303 LV EXLOW XSRQ DQ DVVHVVPHQW RI D UHVXOWV EDVHG
FXOWXUH FRPSRQHQW +RZ WKH ODWWHU DOVR FRYHULQJ UL
FRPSRQHQW UHVXOWYVY LQ D UDWLQJ EHLQJ DWWULEXWHG WR HD
D IDLOHG ULVN FXOWXUH DVVHVVPHQW FDQQRW OHDG WR D S
FRPSRQHQW 7KH FRPELQHG UHVXOWV RQ WKH :KDW DQG WKH
IDFWRU JXLGDQFH WR VXSSRUW LQFHQWLYH SODQQLQJ

,Q RUGHU WR VDWLVI\ UHJXODWRU\ UHTXLUHPHQWY IRU PHPE!
DIJDLQVW VXVWDLQDEOH WDUJHWYV LV DVVHVVHG DQQXDOO\ RQ D
E\' WKH 1R(6*&R DQG 5HP&R GXULQJ D MRLQW PHHWLQJ $ QHJ
FDQQRW OHDG WR D SRVLWLYH UDWLQJ DW WKH LQGLYLGXDO OH
OHDGLQJ WR D ORZHU LQFHQWLYH GLIITHUHQWLDWLRQ IDFWRU JX

SHUFHQWDJH RI YDULDEOH UHPXQHUDWLRQ GHSHQGHQW RQ VX
LPSDFWV 8S WR

(656 *29 D E F G H
( (656 *29

6WDWHPHQW RQ 'XH 'LOLJHQFH

6HH WDEOH EHORZ IRU GHWDLOV RQ PDSSLQJ RI LQIRUPDWLRQ S
DERXW GXH GLOLJHQFH SURFHVVHYV

&RUH (OHPHQWYV RI 'XH 'LOLJH@PHDJUDSKY LQ WKH 6XV\

D (PEHGGLQJ GXH GLOLJHQFH (b6JRYSRUQDQEH L  LL
VWUDWHJI\ DQG EXVLQHVV PRGHO

E (QJDJLQJ ZLWK DIIHFWHG VIWEMHKBQRGHUWELQLDIOO N¥Y\
VWHSV RI WKH GXH GLOLJHQFH

F ,GHQWLI\LQJ DQG DVVHVVLQBDGYHBRVH LFEESSDFWV

DNLQJ DFWLRQV WR DGGUH®SY6WKRVH DGYHUVH
FWYV

G 7
LPSD
H 7UDFNLQJ WKH HITHFWLYHQHK&36RI*H&KHVHMHIIRUWY DQG
FRPP

RPPXQLFDWLQJ

(656 *29
(656 *29
(656 *29 $5 D E F G H

S5LVN ODQDJHPHQW DQG ,QWHUQDO &RQWUROV

7KH (% KDV LQVWLWXWHG ULVN PDQDJHPHQW DQG LQWHUQDO
VXVWDLQDELOLW\ UHSRUWLQJ WR YHULI\ WKH DFFXUDF\ FRI
VXVWDLQDELOLW\ VWDWHPHQW 7KHVH DFWLRQV LQFOXGH
O '"HYHORSLQJ GDWD YDOLGDWLRQ FKHFNV GDWD UHFRQFLC
GHILQLWLRQ RI UROHV DQG UHVSRQVLELOLWLHYV
O (VWDEOLVKLQJ UHYLHZ DQG DSSURYDO SURFHVVHV E\ DSS
RUJDQLVDWLRQ DW OHJDO HQWLW\ DQG JURXS OHYHO WR
7KLV LQYROYHV FRQWUROV VXFK DV LQGHSHQGHQW UHYL
60(V PDQDJHPHQW UHYLHZ DQG DSSURYDO DQG H[WHUQT
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O )DFLOLWDWLQJ FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPH
LQYROYHV FRQWUROV VXFK DV UHYLHZV RI UHJXODWRU\ L
FRPSOLDQFH SURFHVVHV DQG WUDLQLQJ DQG DZDUHQHVV S

7KH VFRSH RI ULVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV L(
HQFRPSDVVHV WKH IROORZLQJ

® ,GHQWLI\LQJ DQG DVVHVVLQJ ULVNV UHODWHG WR WKH DFF
RI WKH VXVWDLQDELOLW\ UHODWHG GDWD DQG LQIRUPDWLR
,PSOHPHQWLQJ FRQWUROV WR PLWLJDWH WKHVH ULVNV DQ¢
LQIRUPDWLRQ
ORQLWRULQJ DQG UHSRUWLQJ RQ WKH HIITHFWLYHQHVV RI Wk
(VWDEOLVKLQJ DQ HVFDODWLRQ SURFHVV IRU DGGUHVVLQJ
DQG LQIRUPDWLRQ SURYLGHG E\ GDWD SURYLGHUV

oo O

7KH PDLQ HOHPHQWYV RI WKLV ULVN PDQDJHPHQW DQG LQWHUQDC
O /RILF WHPSODWHY SURYLGHG E\ GDWD SURYLGHUV
O SWWHVWDWLRQV E\ GDWD SURYLGHUV DQG DSSURYHUV
FRPSOHWHQHVV RI WKH GDWD DQG LQIRUPDWLRQ
O $SSURYDO IORZ ZKLFK LQFOXGHV DQ (% WRSLF RZQHU ZLW
HDFK GLVFORVXUH
O 'LVFORVXUH UHYLHZV E\ WKH ORFDO DQG JURXS 6XVWDLQDE
O 'LVFORVXUH UHYLHZV ZKLFK LQYROYH UHYLHZLQJ DOO GL\
UHTXLUHPHQWYV Rl WKH &65' GLUHFWLYH
O 'DWD WUDFNLQJ LV SHUIRUPHG LQ D ZRUNIORZ PDQDJHPHQW
7KH NH\ ULVN LGHQWLILHG LQ UHODWLRQ WR VXVWDLQDELOLW\ L
7KH LGHQWLILHG PLWLJDWLRQ VWUDWHJILHY KDYH EHHQ LPSOHP}!

(656 *209 D E F G
5HSRUWLQJ

7R PHHW UHJXODWRU\ H[SHFWDWLRQV DQG PDLQWDLQ RSHUDWL
FOLPDWH FKDQJH DQG HQYLURQPHQWDO LVVXHV DUH PDQDJHG
DSSURDFK 7KH 5& UHFHLYHV UHJXODU ULVN UHSRUWV DQG T
LQIRUPDWLRQ DV SDUW RI WKHLU UROH VR WKDW FOLPDWH DQ¢
GHFLVLRQ PDNLQJ ,W DOVR VHUYHV DV DQ HVFDODWLRQ FRPPL
PDWWHUV LPSDFWLQJ WKH (%xV ULVN SURILOH

7KH (% KDV GHILQHG FOLPDWH UHODWHG DQG HQYLURQPHQWDO
WR LPSDFW PRVW Rl WKH LQVWLWXWLRQ V ULVNV LQ LWV 5%$6 7
LQFOXGHV .5, FRYHULQJ &UHGLW ODUNHW 2SHUDWLRQDO LQFO
BWUDWHJILF ULVNYV

7KH 'DVKERDUG LQLWLDOO\ SURYLGHG D FRQVROLGDWHG YLHZ F

ZDV HQKDQFHG WR LQFOXGH HQYLURQPHQWDO ULVN PHWUL
PHWULFV DQG LPSURYHPHQWY Rl WKH 'DVKERDUG ZLOO EH FRQ\
RYHUVLJKW PRQLWRULQJ DQG PDQDJHPHQW RI FOLPDWH UHOEL
'DVKERDUG ZKLFK LV VKDUHG UHJXODUO\ ZLWK NH\ JRYHUQDQFH
VXSSRUWYV PDQDJHPHQW XQGHUVWDQGLQJ RI SRWHQWLDO YXOQ
SODQV WR PLWLJDWH HOHYDWHG ULVNV LI QHHGHG

7KH (% KDV DOVR DGRSWHG D UDQJH RI SROLF\ XSGDWHV FDVFD
WKDW HPEHG FOLPDWH DQG RU (6* FRQVLGHUDWLRQV LQWR EX
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(DFK SROLF\ HVWDEOLVKHY D UHTXLUHPHQW IRU FOLPDWH DQG
DQG H[SOLFLWO\ FRQVLGHUHG ZLWKLQ DOO DSSOLFDEOH ULVN
UHODWLQJ WR ULVN LGHQWLILFDWLRQ ULVN DVVHVVPHQW DQG 1
EXVLQHVV DV XVXDO PDQDJHPHQW WR PHHW RXU UHJXODWRU\ RE

7KH %RDUG KDV DGRSWHG D FOLPDWH DQG HQYLURQPHQWDO VW
RI WKH (% LQ UHODWLRQ WR HQYLURQPHQWDO VXVWDLQDEL
HQYLURQPHQWDO WRSLFV ,Q SDUWLFXODU ZH ZLOO FRQWLQXH
VWUHQJWKHQ RXU FOLPDWH DQG HQYLURQPHQWDO ULVN IUDPHZ
WKHP XQGHUVWDQG WKH HQYLURQPHQWDO LPSDFWV RI WKHLU S|

7R GHOLYHU RQ WKLV VWUDWHJ\ PHPEHUV RI WKH %RDUG KDYH
WKH\ DUH VXIILFLHQWO\ DQG DSSURSULDWHO\ HTXLSSHG WR KD
HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHV ,Q
WUDLQLQJ RQ WKH &65' ZLWK IRFXV RQ WKH '0$

7KH ([&R KDV DOVR HQKDQFHG LWV JRYHUQDQFH VWUXFWXUH
PDWWHUV

O 7KH (6* &RXQFLO DGYLVHV WKH ([&R RQ (6* PDWWHUV VS|
PDQDJLQJ FOLPDWH DQG HQYLURQPHQWDO ULVNV IRU WKH
RYHUVLIJKW Rl WKH (%xV DGKHUHQFH WR UHJXODWRU\ H[St}
GLVFORVXUHV 7KH &RXQFLO GHULYHV LWV DXWKRULW\ DQ
PHPEHUVKLS LV EDVHG RQ VHQLRULW\ LQ WKH FRYHUDJH I
PHPEHUV WR DGYLVH WKH (% V ([&R RQ WKH LPSOLFDWLR
FRYHUDJH DUHD 7KLV EULQJV WRJHWKHU D EURDG FURVV )
/ILQH RI '"HIHQFH /R’ 7KLV &RXQFLO LQWHUDFWV ZLWK W
 QWHJUDWLRQ &RXQFLO U66,&80 VR DFWLYLWLHV DUH FRRI
66,& PHHWY PRQWKO\

O 7KH 50& DVVLVWV WKH ([&R LQ IXOILOOLQJ LWV UHVSRQVLE
FRQVLGHUDWLRQ RI FOLPDWH DQG HQYLURQPHQWDO ULVN
FRPPLWWHH KDYH EHHQ XSGDWHG WR IRUPDOO\ UHIOHFW Wk

O 7KH $/&2 RYHUVHHVY OLTXLGLW\ PDQDJHPHQW LQFOXGLQJ O
OLTXLGLW\ VWUHVV WHVWLQJ ZKLFK HQFRPSDVVHV FOLPDW
WR WKH H[WHQW DSSOLFDEOH DV VHW RXW LQ WKH 7HUPV R

'HGLFDWHG VW QG DQG UG /R' UHVSRQVLELOLWLHY DUH LQ SC
WKH (%xV FOLPDWH DQG HQYLURQPHQWDO VWUDWHJ\ DVVHV
HQYLURQPHQWDO ULVNV DQG LGHQWLI\LQJ RSSRUWXQLWLHV ZKlI
O 7KH VW /R' LV WKH EXVLQHVV RU IXQFWLRQ 7KH EXVLQH
DVVRFLDWHG ZLWK LWV DFWLYLWLHV DQG LW PDQDJHV V
SURFHVVHVY DQG SURFHGXUHYV
® 7KH 5LVN ODQDJHPHQW DQG &RPSOLDQFH IXQFWLRQV DUH
JURXS ZLGH ULVN PDQDJHPHQW DQG FRPSOLDQFH IUDPHZRL
RYHUVLJKW RI WKH VW /R' VR WKDW WKH VW /R' XQGHU\
WKURXJK DSSOLFDWLRQ RI DOO HOHPHQWYV Rl WKH IUDPHZRL
O 7KH UG /R' LV ,QWHUQDO $XGLW ZKLFK LQGHSHQGHQWO\
'LUHFWRUV DQG VHQLRU PDQDJHPHQW ZLWK WKH DVVXUDQF
ULVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV DUH HIIHFWL

OHPEHUV RI WKH ([&R DQG (6* &RXQFLO KDYH XQGHUWDNHQ FOL
VXIILFLHQWO\ DQG DSSURSULDWHO\ WUDLQHG WR DVVHVV DQG
UHODWHG ULVNYVY DQG RSSRUWXQLWLHVY ,Q WR UDLVH DZDU
UHODWHG ULVNV ZKHQ XQGHUWDNLQJ QHZ EXVLQHVYVY DQ DGGLW
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PRUH EURDGO\ WKURXJK PDQGDWRU\ OHDUQLQJ DQG GHYHORSIH
VFRSH LQ VXSSRUW RI QHZO\ LPSOHPHQWHG HQKDQFHPHQWYV W
SDUW RI RXU RQJRLQJ HIIRUWV WR VWUHQJWKHQ RXU XQGHUVWE
LQ -DQXDU\ WKH (6* &RXQFLO UHFHLYHG D FRPSUHKHQVLYH
6XVWDLQDEOH )LQDQFH $FWLRQ 30DQ WKH OHJDO EDVLV RI
ODQDJHPHQW %RGLHV DQG WKH '0$

7R UHLQIRUFH WKH HPEHGGHGQHVYVY RI FOLPDWH DQG HQYLURQP
WKH (% V EXVLQHVVHYVY DQG OHDG LPSOHPHQWDWLRQ RI (6* DFW
FUHDWHG UHSRUWLQJ LQWR WKH &KLHI 2SHUDWLQJ 2IILFHU DV C

(656 *29 H
6WUDWHJ\

6WUDWHJ\ %XVLQHVV ORGHO DQG 9DOXH &KDLQ

%HORZ RXWOLQHV WKH NH\ HOHPHQWV RI WKH (% V JHQHUDO
VXVWDLQDELOLW\ PDWWHUV

30HDVH UHIHU WR WKH 6HUYLFHV DQG 3URGXFWV VHFWLRQ R
GHVFULSWLRQ RI WKH JURXSY RI SURGXFWY DQG VHUYLFHV RII
SHULRG WKHUH KDYH EHHQ QR FKDQJHV UHODWHG WR VLJQLIL
PDUNHWV WKDW UHODWH WR RU DIIHFW VXVWDLQDELOLW\ PDWWH
VHUYLFH ZKLFK LV FRQQHFWHG ZLWK D PDWHULDO LPSDFW RU U
QRW RIIHU DQ\ SURGXFWYV WKDW KDYH EHHQ VXEMHFW WR D EDQ

7KH (% GRHV QRW FXUUHQWO\ KDYH DQ\ VXVWDLQDELOLW\ UHOD'
RI SURGXFWYVY DQG VHUYLFHV FXVWRPHU FDWHJRULHV JHRJUD!
VWDNHKROGHUV ,Q VXSSRUW RI WKH JURXS VWUDWHJ\ ZH OR
FDSDELOLWLHVY WR GHYHORS QHZ SURGXFWV WR VXSSRUW RXU
EXVLQHVV DQG VXVWDLQDELOLW\ REMHFWLYHV

(656 6%0 D L LL LY H I
6WUDWHJ\ (OHPHQWYV 5HODWLQJ WR 6XVWDLQDELOLW\

7TKURXJK RXU VXVWDLQDELOLW\ VWUDWHJI\ ZH PDQDJH RXU FRPS
RSHUDWH WR HQDEOH DQ LQFOXVLYH VXVWDLQDEOH DQG WUXYV
FOLHQWY DQG SDUWQHUV ZLWK VROXWLRQV WKDW KHOS PHHW
WKLV ZH FRQVLGHU ZKHUH ZH KDYH WKH JUHDWHVW RSSRUWXQ
ZKHUH ZH FDQ SURDFWLYHO\ DQG DSSURSULDWHO\ PDQDJH WK
HQYLURQPHQW DQG FRPPXQLWLHYVY ZKHUH ZH RSHUDWH DV ZHO
KDYH RQ RXU EXVLQHVV

'LWKLQ RXU RZQ RSHUDWLRQV ZH SULRULWLVH XQGHUVWDQGL
IRRWSULQW IURP RXU HPLVVLRQV WR RXU EXLOGLQJ VWDQGD
UHVRXUFHV :H ORRN WR SURPRWH D ZRUNSODFH ZKHUH SHRS
SURJUHVV LQ WKHLU FRPPXQLWLHV *LYHQ WKH LQFUHDVH LQ |
ZHDWKHU HYHQWV JOREDOO\ HQYLURQPHQWDO DQG FRPPXQL\
LPSRUWDQW IRU XV DQG IRU RXU ILQDQFLDO VHFWRU FOLHQW)\
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UHVSRQVLEOH EXVLQHVV SUDFWLFHV WR UHPDLQ D WUXVWHG
VWDNHKROGHUYV

7KH (% DZDLWV WKH SXEOLFDWLRQ RI WKH (656 VHFWRU VSHFLI|
UHJDUGVY WR ZKDW (656 VHFWRUV DUH VLJQLILFDQW

(656 6%0 J
(656 6%0

%XVLQHVV ORGHO

30HDVH UHIHU WR 6HFWLRQ %XVLQHVV ORGHO RI WKH (% $QQX
(656 6%0

9DOXH &KDLQ

$ YDOXH FKDLQ PDSSLQJ H[HUFLVH zZDV SHUIRUPHG E\ WKH (% V
UHOHYDQW XSVWUHDP RZQ RSHUDWLRQV DQG GRZQVWUHDP FRC

7KH SXUSRVH RI WKH YDOXH FKDLQ DQDO\VLV ZDV WR SURYLGH
DFWLYLWLHY GHSHQGHQFLHV DQG LPSDFWV 7KH UHVXOWV ZF
SXEOLFO\ DYDLODEOH LQIRUPDWLRQ LQWHUQDO GRFXPHQWYV DQ
,Q FRQGXFWLQJ WKH UHYLHZ WKH (% FRQVLGHUHG WKH IROORZL

O 7KH (%xV EXVLQHVV PRGHO LV ODUJHO\ FRQVLVWHQW ZLWK
VWUDWHJI\ IROORZV %1< JURXS VWUDWHJI\ KRZHYHU GLIIHUI
(%xV EXVLQHVV PRGHOV

7KH QDWXUH RI WKH (%xV EXVLQHVV UHODWHG WR WKH IL
UHJLRQDO RSHUDWLRQV

7KDW D PDMRULW)\ RI WKH (%xV FOLHQWY DUH ODUJH FRUSRI
7KH (% LV QRW DFWLYH LQ OHQGLQJ DQG

%1< LV WKH ODUJHVW VXSSOLHU WR WKH (% 3ULRU W
GRFXPHQWDWLRQ WKH YDOXH FKDLQ YLVXDOLVDWLRQ ZF
YDOLGDWLRQ ZLWK LQWHUQDO VWDNHKROGHUYV

ooc0Oo O

$V D FXVWRG\ EDQN WKDW GRHV QRW HQJDJH LQ OHQGLQJ RU L
DQDO\VLV FHQWHUV RQ WLHU RQH UHODWLRQVKLSY ERWK XSVW
WKH PRVW SRWHQWLDO LPSDFWV ULVNV DQ RSSRUWXQLWLHV

6KRXOG IXWXUH DQDO\WLV VKRZ UHOHYDQW EHQHILWV IRU
VWDNHKROGHUV WKH (% ZLOO UHSRUW WKLV DFFRUGLQJO\

(656 6%0 D E F
6WDNHKROGHU (QJDJHPHQW

(% V '0%$ ZzDV FRQGXFWHG XVLQJ D ZLGH UDQJLQJ JURXS RI VWD
DQG %1< %YHORZ SURYLGHV LQIRUPDWLRQ RQ WKH (% V VWDNHKF

,QWHUQDO DQG ([WHUQDO 6WDNHKROGHUYV
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, QWHUQDO VWDNHKROGHUV FRQVLGHUHG LQFOXGHG %RDUG RI
WKH 3HRSOH WHDP ,QYHVWRU 5HODWLRQV %1< 6XVWDLQDELOL
2IILFH (62 (6* 5LVN FRUSRUDWH ILQDQFH DQG RWKHU HPSOR\

((WHUQDO VWDNHKROGHUV LQFOXGHG WKH XVH RI SUR[LHV IRL
LQGHSHQGHQW PHPEHUV RI WKH %RDUG RI 'LUHFWRUV DQG *R
UHVHDUFK ZDV SHUIRUPHG IRU VXSSOLHUV DQG VXE FXVWRGLDQ"

,QWHUQDO VWDNHKROGHUV ZHUH VHOHFWHG WR EH HQJDJHG IRU
LGHQWLILHG IRU WKHLU H[SHUWLVH DQG UHVSRQVLELOLW)\ IRU F
DQG DFWLRQLQJ RSSRUWXQLWLHYV

$IWHU WKLV ZDV FRPSOHWHG DQ HQJDJHPHQW SODQ ZDV Gt
VWDNHKROGHUV E\ WRSLFV DQG DQ HGXFDWLRQDO VHVVLRQ zZD
UHDG PDWHULDOV DQG VFRULQJ GHFNV ZHUH GHYHORSHG DQG G

2YHU LOQWHUQDO VWDNHKROGHU ZRUNVKRS VHVVLRQV ZHUH
VWDNHKROGHUVY WR VFRUH WKH ,52V UHODWHG WR WKH SRWHQW
ZLWK DQ RYHUYLHZ RI WKH GRXEOH PDWHULDOLW\ FRQFHSW DQ
UHYLHZ RI WKH WRSLF V DQG GHILQLWLRQ V UHODWHG WR WK
SBDUWLFLSDQWY ZHUH SURYLGHG ZLWK DQ RSSRUWXQLW\ WR RIIH
WRSLFV WKH\ EHOLHYHG PD\ EH PLVVLQJ ,52V ZHUH WKHQ VFF
DSSOLFDEOH UXEULF DQG LQWHUQDO VWDNHKROGHUV ZHUH DO
WKH ,52 ZDV DFWXDO RU SRWHQWLDO YDOXH FKDLQ LPSOLFDW
ZKHQ DSSOLFDEOH

9DOLGDWLRQ PHHWLQJYV ZHUH KRVWHG WR HQJDJH OHDGHUVKLS
WKH (% %RDUG DQG (& PHPEHUV 7KURXJKRXW WKH VWDNHKROG
ZHUH UHFHLYHG IURP 60(V RI WKH (%% ERWK IRU WKH JOREDO JUF
(XURSHDQ SHUVSHFWLYH

JRU HIWHUQDO VWDNHKROGHUV FUHGLEOH SUR[LHV ZHUH LGHQV
NH\ VWDNHKROGHUV ERWK DIIHFWHG VWDNHKROGHUV DQG RU
ZHLJK LQ RQ WKH UHOHYDQF\ Rl WKH SRWHQWLDOO\ PDWHULTL
GHWHUPLQDWLRQ (DFK SUR[\ JURXS SURYLGHG LQVLJKWV RQ W
SHUVSHFWLYHV RI WKH JURXSV WKH\ UHSUHVHQWHG DQG HDF
FKDQJHV DFFRUGLQJO\ 3UR[\ LQWHUYLHZV ZHUH KHOG IRU WKH |

O ,QYHVWRUYV

O &XVWRPHUV DQG FOLHQWYV DQG

O *RYHUQPHQWYV UHJXODWRUV

'"HVNWRS UHVHDUFK ZDV FRQGXFWHG IRU
O 6XSSOLHUV DQG
O 6XE FXVWRGLDQV

7TKH (% SODQV WR FRQWLQXH WR LQFRUSRUDWH WKH RXWFRPHYV I
RI WKH '0$ SURFHVV LQWR UHODWHG SURFHVVHY DQG SROLFLHYV

(656 6%0 D LY Y
(656 6%0 D L LL LLL

, QWHUHVWY DQG 9LHZV RI 6WDNHKROGHUYV
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7KH PDWHULDO WRSLFV ZHUH FRQVLGHUHG IURP DOO DVSHFW\
HILVWLQJ (QWHUSULVH 5LVN ODQDJHPHQW (50 SURFHVVHV V
IR % 7KHVH PDWHULDO WRSLFV ZLOO EH FRQVLGHUHG LQ WK
RUJDQLVDWLRQDO JRDOV

7KH (% DOLJQV LWV VWUDWHJ\ ZLWK JXLGDQFH IURP WKH JURX.
GULYLQJ LQLWLDWLYHV WKDW FRQWULEXWH WR VKDSH WKH RYHL

$W WKH JURXS OHYHO VXVWDLQDELOLW\ LV D NH\ FRPSRQHQ
RSHUDWLRQV WKH VROXWLRQV ZH EXLOG WR VXSSRUW RXU FO
ZLWK RXU VWDNHKROGHUY DQG FRPPXQLWLHYVY :‘H FRQVLGHU ZKH
WR FUHDWH YDOXH KRZ ZH DSSURSULDWHO\ PDQDJH WKH LPSD
HQYLURQPHQW DQG FRPPXQLWLHYVY ZKHUH ZH RSHUDWH DV ZHO(
IDFWRUV FDQ KDYH RQ RXU EXVLQHVVY FRQVLGHULQJ ULVNV DV Z

*XLGHG E\ WKH JURXSxV DSSURDFK WKH (% EHOLHYHV WKDW LC
DFURVVY RXU HQWHUSULVH OHYHUDJLQJ RXU SHRSOH GULYLQJ
VXSSRUWLQJ FRPPXQLWLHY GLUHFWO\ VXSSRUWY RXU PLVVLRQV

‘H DUH ZRUNLQJ WR UHGXFH WKH *+* HPLVVLRQV IRRWSULQW R
PDQDJLQJ (6* UHODWHG ,52V LQFUHDVLQJ WUDQVSDUHQF\ WR
FORVHO\ ZLWK RXU FOLHQWY WR DVVLVW WKHP LQ WKHLU RZQ DF

,Q WHUPV RI DPHQGPHQWYVY WR LWV VWUDWHIJ\ DQG RU EXVLQHV\
ZLWK YLHZV IURP VWDNHKROGHUV DV VKDUHG GXULQJ WKH 'O
ODWHULDOLW\ $VVHVVPHQW O DOWKRXJK ZH ZLOO FRQWLQXH
LGHQWLILHG LPSDFWV DQG RSSRUWXQLWLHY PRUH HIITHFWLYHO\

2XU FXUUHQW VWUDWHJ\ DQG EXVLQHVV PRGHO XQGHUJR D SF
SRWHQWLDO FKDQJHV WR DGDSW WR HYROYLQJ PDUNHW FRQ(
FXVWRPHU QHHGY FRPSHWLWLYH SUHVVXUHV DQG HPHUJLQJ
DSSURDFK WR LGHQWLI\LQJ PDWHULDO WRSLFV DQG ,52V IRU %1
FRQVLGHUHG WR EH PDWHULDO WKDW SURYLGH D XVHIXO IUDPHZ
WKDW PDQ\ RI WKH ,52V LGHQWLILHG DUH ZLWKLQ WKH VFRSH
VWUDWHJ\ DQG ZLOO FRQWLQXH WR PRQLWRU DQG DVVHVV ZD\V
HYDOXDWH DQG FRQVLGHU DPHQGPHQWY WR WKH 6XVWDLQDELO
LQ WKH WLPHIUDPH

$Q\ SRWHQWLDO FKDQJHV DV WR KRZ UHODWLRQVKLSY DQG VWI
XQNQRZQ SHQGLQJ DQ HYDOXDWLRQ RI WKH EXVLQHVV PRGHO WI
LV SODQQHG IRU

7TKH (% KDV DQ (6* FRXQFLO WKDW FRQVLGHUV DQG UHFRPPHQG\
IRU WKH (% $W WKH JURXS OHYHO %1< KDV FRQYHQHG WKH 66,&
IURP VWDNHKROGHUY DFURVV WKH JURXS LQFOXGLQJ WKH (% 7
(% %RDUG DQG VHSDUDWHO\ WR WKH 6XVWDLQDELOLW\ 6WHHUL

(656 6%0 E F L LLL G

ODWHULDO LPSDFWV ULVNV DQG RSSRUWXQLWLHV DQG L
EXVLQHVYVY PRGHO
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7KH (% LGHQWLILHG ,52V ODUJHO\ DOLJQ WR FXUUHQW EXVLQHW
(656 *29 F IRUD FRPSOHWH OLVW RI ,52V LGHQWLILHG WKU
FRYHUHG E\ (656 'LVFORVXUH O5HTXLUHPHQWY DQG WKRVH L
GLVFORVXUHYV

7KH PHWKRGRORJ\ IRU WKH '0$ KDV EHHQ GHYHORSHG RQ WKH
LGHQWLI\LQJ DQG DVVHVVLQJ PDWHULDO ,52V LQ (656 $V WKH I
DUH VXEVWDQWLDOO\ VLPLODU EHWZHHQ %1< DW SDUHQW HQWL
GLVDJJUHJDWLRQ DSSURDFK ZDV XVHG WR XQGHUVWDQG DQ\
GLIIHUHQFHYV

,Q SHUIRUPLQJ WKH '0$ IRU ZH HQJDJHG VXEMHFW PDWWHU
DQG JHRJUDSKLFDO ORFDWLRQV DQG DIIHFWHG VWDNHKROGHUYV
EXVLQHVV DFWLYLWLHV DQG YDOXH FUHDWLRQ PHWKRGV ZHU
RSHUDWLRQV RZQ RSHUDWLRQV RU GRZQVWUHDP RSHUDWLRQV
PDGH WR WKH QDWXUH RI WKH (%xV EXVLQHVV UHODWHG WR W
UHJLRQDO RSHUDWLRQV &RQVLGHUDWLRQ ZDV DOVR PDGH IRU
FRQVLVWY RI LQWHUQDWLRQDO LQVWLWXWLRQDO FOLHQWV LQYF

7KH ,52xV PDWHULDOLW\ DVVHVVPHQW FRYHUHG (%xV RZQ RSHUI
YDOXH FKDLQ IRFXVLQJ RQ WLHU RQH UHODWLRQVKLSY XSVWI
DERYH

JLQDQFLDO \HDU LV RXU ILUVW \HDU RI UHSRUWLQJ DQG WKl
FKDQJHV WR PDWHULDO ,52V WR WKH SUHYLRXV UHSRUWLQJ SHI
DQ\ DPHQGPHQWY WR WKH EXVLQHVVY PRGHO DUH UHTXLUHG IUR
WLPHIUDPH *+* HPLVVLRQV DUH D SULPDU\ IDFWRU LQ FOLPDWF
PDWHULDO LPSDFW IRU WKH (% &OLPDWH HYHQWYV ZLOO LPSDFW
RYHU WLPH 3OHDVH UHIHU WR ( ZKHUH ZH GLVFORVH RXU 6FRSF

(656 6%0 D E F L J K

+RZ LPSDFWV DUH FRQQHFWHG WR WKH (% V VWUDWHJ\ DQC
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7TKHUH LV QR VLIQLILFDQW ULVN RI
WKH FDUU\LQJ DPRXQWYV RI

*29 F IRU
D PDWHULDO DGMXYV

DVVHWY DQG OLDELOLWLHYV

D FRPSOHWH OLVW RI

, 52\

WPHQW Z
UHSRUWE

$V GHVFULEHG DERYH O (%xV VWUDWHJ\ DQG EXVLQHVV PRGHO D
E\ DGGUHVVLQJ WKH LGHQWLILHG PDWHULDO ,52V

(656 6%0

G I

1HIJDWLYH ,PSDFWYV

7KH (% SUHGRPLQDWHO\ SURYLGHV FOLHQWY ZLWK VHUYLFHV WK
GRHV QRW GLUHFWO\ SURYLGH FRPPLWWHG RU WHUP I
SURILOH LV VLIQLILFDQWO\ GLIITHUHQW LQ FRPSDULVRQ WR RWK
RU WKRVH WKDW HQJDJH LQ HI[WHQVLYH WUDGLWLRQDO FRUSRUEL

7TKURXJK RXU

(656 6%0

‘0%

F LL

LLL

*29 F IRU WKHVH

LY

XQGLQJ

ZH LGHQWLILHG QHJDWLYH LPSDFWV DORQJ
KRUL]JRQ SOHDVH UHIHU WR (656

,PSDFW OS5LVN DQG 2SSRUWXQLW

ODWHULDOLW\ $VVHVVPHQW 3URFHVV

BURFHVV WR LGHQWLI\ DQG DVVHVV PDWHULDO ,52V
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7KH (% XWLOLVHG D '0$ WR LGHQWLI\ DQG HYDOXDWH VXVWDLQ
&65" (656 DQG ()5%* V ,* JXLGDQFH 7KH '0$ SURFHVV ZDV FDUU
OHYHO WDNLQJ LQWR DFFRXQW VSHFLILF FRQVLGHUDWLRQV IRU
DV RXWOLQHG LQ WKH '0$ JXLGDQFH WKHVH LQFOXGHG SHHU EF
(656 LQGXVWU\ DQG JRYHUQPHQW UHSRUWY JOREDO VWDQGTE
LOQWHUQDO UHSRUWYV LGHQWLILHG E\ PDQDJHPHQW 7KLV OLV\
VWDQGDUGY HQFRXUDJH FRPSDQLHV WR FRQVLGHU DGGLWLRQDC
ZHUH DSSOLHG ZLWKLQ WKH SURFHVV WR LGHQWLI\ ,52V

7KH '0$ HQFRPSDVVHG WZR GLPHQVLRQV LPSDFW PDWHULDOL'
VXVWDLQDELOLW\ PDWWHU ZDV GHHPHG PDWHULDOO\ VLJQLILFI
SHUVSHFWLYH WKH ILQDQFLDO SHUVSHFWLYH RU ERWK

,PSDFW PDWHULDOLW\ UHIHUUHG WR WKH (%xV DFWXDO RU SRV
SHRSOH RU WKH HQYLURQPHQW RYHU WKH VKRUW PHGLXP DQ
VWHPPLQJ IURP RZQ RSHUDWLRQV WKH XSVWUHDP DQG GRZQV!
VHUYLFHY DV ZHOO DV EXVLQHVV UHODWLRQVKLSY 1HJDWLYH
VHYHULW\ DQG OLNHOLKRRG ZKLOH SRVLWLYH LPSDFWV DVVHVV

JLQDQFLDO PDWHULDOLW\ LQYROYHG VXVWDLQDELOLW\ PDWWH
DIIHFWLQJ WKH (%xV ILQDQFLDO SRVLWLRQ SHUIRUPDQFH FDVI
FDSLWDO RYHU WKH VKRUW PHGLXP RU ORQJ WHUP 7KH PDWH!I
DVVHVVHG EDVHG RQ OLNHOLKRRG DQG SRWHQWLDO PDIJQLWXGH

7KH RXWFRPH RI WKH '0$ JXLGHG WKH WRSLFV GLVFORVHG LQ WI
ZLWK WKH (656 UHSRUWLQJ VWDQGDUGYV

'0$ $SSURDFK

O BWHS $ 8QGHUVWDQG WKH FRQWH[W O 7TRSLF ,GHQWLILFDWL
O 6WHS % ,GHQWLI\ DFWXDO DQG SRWHQWLDO ,52V O ,GHQWLI
O 6WHS & $VVHVV DQG 'HWHUPLQH ,52V O 6WDNHKROGHU (QJC
$VVHVVPHQW )LQDQFLDO ODWHULDOLW\ $VVHVVPHQW
O 6WHS ' 5HSRUW RQ 3URFHVV DQG 2XWFRPH O 'RFXPHQW GR»
DSSURDFK LQ OLQH ZLWK (656 UHTXLUHPHQWV
$ WRWDO RI WRSLFV ZHUH GHHPHG PDWHULDO IURP WKH (% S|

'0$ LQFOXGLQJ ILQDQFLDOO\ PDWHULDO WRSLFV LPSDFW PDWI
ILQDQFLDOO\ DQG LPSDFW PDWHULDO DV GHVFULEHG EHORZ

JLQDQFLDOO\ PDWHULDO WRSLFV
O &0LPDWH FKDQJH DGDSWDWLRQ
O &RUSRUDWH FXOWXUH DQG
O 3ULYDF\ DQG GDWD VHFXULW\

,PSDFW PDWHULDO WRSLFV
O (QHUJ\ FRQVXPSWLRQ

JLQDQFLDO DQG LPSDFW PDWHULDO WRSLFV
O *+* HPLVVLRQV 6FRSH
O ,QQRYDWLRQ DQG WHFKQRORJ\
O %HORQJLQJ
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O :RUNHUVx ULJKWV
O 7UDLQLQJ DQG VNLOOV GHYHORSPHQW DQG
O 6XSSO\ FKDLQ PDQDJHPHQW

$V GHVFULEHG DERYH WKH GHFLVLRQ PDNLQJ SURFHVV RI PDWF
LQFOXGLQJ LGHQWLILFDWLRQ DVVHVVPHQW DQG SULRULWLVDW
LQFOXGLQJ (6* 5LVN &RPSOLDQFH DQG /HIJDO FROODERUDWHG W
HQYLURQPHQWDO JRYHUQDQFH DQG VRFLDO PDWWHUV O ZKLF
VWDNHKROGHUV 7KH (% (6* &RXQFLO ([&R DQG $& UHYLHZHG DQ
7KH ILQDO RXWFRPH RI WKH '0$ ZDV XOWLPDWHO\ DSSURYHG E\ W

7KH (% HVWDEOLVKHG D QXPEHU RI LQWHUQDO FRQWUROV VR W
DVVHVVHG DQG PDQDJHG 7KHVH FRQWUROV LQFOXGH DQ (6* UL
RXWOLQHV WKH VWHSY LQYROYHG LQ LGHQWLI\LQJ DVVHVVLQJ C
UHSRUWLQJ ZKLFK WUDFNV TXDUWHUO\ (6* SHUIRUPDQFH LQGLF]
LVVXHV DV UHOHYDQW

7KH SURFHVV WR LGHQWLI\ DVVHVV DQG PDQDJH ,52V KDV QR
UHSRUWLQJ SHULRG

(656 ,52 G K
(656 ( ,52 F
6BWHS $

7TDUJHWYV LOQOWHQGHG WR VXSSRUW WKH DFKLHYHPHQW RI VWUDW
E\ %1< 6 XVWDLQDELOLW\ 2IILFH DQG DSSURYHG E\ WKH %1< H[HF

(656 ,52 D J

(% V '0%$ YDOXH FKDLQ FRQVLGHUV WKH EUHDGWK RI WKH (% V EX
FKDLQ GLUHFW RSHUDWLRQV DQG SURGXFWYV DQG VHUYLFHV 7k
XQGHUVWDQGLQJ WKH VFRSH RI WKH (%xV DFWLYLWLHV WR

FRQVLGHUDWLRQV LQFOXGHG FRQVLGHULQJ RSHUDWLRQDO FRQ\
UHODWLRQVKLSYVY GRZQVWUHDP )RU WKH XSVWUHDP YDOXH F
FRQVLGHUHG EDVHG RQ WKH VXSSOLHUxV VRXUFLQJ ORFDWLRQ
FKDLQ LQGXVWU\ LV FRQVLGHUHG EDVHG RQ WKH EDQNXxV FOLH(
RU VHUYLFH *HRJUDSK\ LV FRQVLGHUHG RQO\ ZKHQ UHOHYDQW
RITHULQJ 7KH FXUUHQW DSSURDFK WDNHQ E\ WKH (% ZDV WR IR
WKDW (%xV EXVLQHVV PRGHO LV PDLQO\ D FXVWRG\ EDQN DQG
GRZQ WKH YDOXH FKDLQ ZRXOG KDYH D PDWHULDO LPSDFW LQIC
WKH (% FRXOG KDYH D PDWHULDO LPSDFW LQIOXHQFH RQ WKHP

$FWXDO DQG SRWHQWLDO ULVNV DQG RSSRUWXQLWLHYV UHOHYD
VXUYH\HG XVLQJ YDULRXV VRXUFHV IURP WKH (% DQG WKH LGHC
ODQDIJHPHQW UHSRUWY &OLPDWH 'LVFORVXUH 3URMHFW &'3 l
UHSRUWV 2WKHU LQGXVWU\ VRXUFHV VXFK DV WKH 6XVWDLQI

6$6% $VVHW ODQDJHPHQW &XVWRG\ $FWLYLWLHV VWDQGDUCG
YDOXH FKDLQ ZDV OHYHUDJHG LQ WKH LGHQWLILFDWLRQ RI UHO
, 52V

T

(656 ,52 E L
(656 ( (656 ,52

T
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6WHS %

7KH (% KDV DVVHVVHG LWV LPSDFWV RQ SHRSOH DQG WKH HQYL
DQG ZLOO EH SULRULWLVLQJ NH\ DUHDV GXULQJ RXU RUJDQLVD
GLOLJHQFH SURFHVVHVY WKDW ZH XVHG GXULQJ WKH '0$ ZHUH SU
JUDPHZRUN U%$)U0 DQG 7KLUG 3DUW\ 5LVN ODQDJHPHQW )UDPI
FLWHG EHORZ

$V GHVFULEHG LQ 6%0 ZH XWLOLVHG SUR[LHV IRU RXU H[WF
LQYHVWRUV FXVWRPHUV DQG FOLHQWY DQG JRYHUQPHQWV UHJ
ZDV SHUIRUPHG IRU VXSSOLHUV DQG VXE FXVWRGLDQV 7KHV
,QGHSHQGHQW QRQ H[HFXWLYH GLUHFWRUV LQYHVWRU UHODW
VWDNHKROGHUV ZKR ZHUH DEOH WR SURYLGH WKHLU XQGHUVWD

(656 ,52 E LL
BWHS &

6FRULQJ '"HWHUPLQDWLRQ

7KH VFRULQJ PHWKRG IRU LPSDFW DQG ILQDQFLDO PDWHULDOLW

JRU ILQDQFLDO PDWHULDOLW\ HDFK ULVN RU RSSRUWXQLW\xV |
DSSOLFDEOH ILQDQFLDO RSHUDWLRQDO FOLHQW UHSXWDWLRQ
PXOWLSO\LQJ E\ WKH OLNHOLKRRG VFRUH 7KH KLJKHVW RI DO
VFRUHV IRU D JLYHQ WRSLF ZHUH WDNHQ WR GHWHUPLQH WKH
VFRUH

(DFK LPSDFWxV VHYHULW\ ZDV VFRUHG E\ DYHUDJLQJ LWV VFD
DSSOLFDEOH JRU SRWHQWLDO LPSDFWV WKH VHYHULW\ ZDV W
JRU DFWXDO LPSDFWV WKH VHYHULW\ ZDV PXOWLSOLHG E\ WK
KLIKHVW RI DOO WKH LQGLYLGXDO LPSDFW VFRUHV IRU D JLYHQ
WRSLF OHYHO LPSDFW VFRUH

7R DOLJQ ZLWK WKH (656xV JXLGDQFH WKDW ULQ WKH FDVH R
LPSDFW WKH VHYHULW\ RI WKH LPSDFW WDNHV SUHFHGHQFH RY
LPSDFW PDWHULDOLW\ VFRULQJ IRUPXOD GHVFULEHG DERYH ZRX
WRSLFxV OLNHOLKRRG VFRUH ZDV UHSODFHG ZLWK LWV VHYHUL
RQ WKH PDWUL]

7KH VFRULQJ VFDOH IRU WKH DVVHVVPHQW ZDV ZLWK EHLQ
WKH PRVW LPSDFWIXO

7TKUHVKROG '"HWHUPLQDWLRQ

$Q LPSDFW PDWHULDOLW\ WKUHVKROG ZDV VHOHFWHG RI R XV
UXEULFVY DUH RQ D SRLQW VFDOH RU DQG D ILQC
RXW RI WKH SRLQW VFDOH ILQDQFLDO VFRULQJ UXEULFV DUH
GLVFXVVHG KRZ PD[LPXP UHVXOWY EDVHG RQ WKH VFRULQJ PHW
VHFWLRQ ZRXOG UHVXOW LQ PD[LPXP ,52 VFRUHV RI 7R QRUPDC
YLVXDO PDWUL[ RQ D SRLQW VFDOH LW ZDV GHWHUPLQHG WKD'
EH D RXW RI DQG WKH )LQDQFLDO ODWHULDOLW\ 7KUHVKR



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

H[SODLQHG WKDW WKH (656 GRHV QRW GHILQH PDWHULDOLW\ Wt
PDWHULDOLW\ DQG WKDW LQ FKRRVLQJ WKUHVKROGV D GLIIHU
LPSDFW PDWHULDOLW\ YHUVXV ILQDQFLDO PDWHULDOLW\ DV W
HQWHUSULVH ULVNV DQG RSSRUWXQLWLHYV WKDQ H[WHUQDO LP
WKUHVKROGY FRXOG EH UHYLVLWHG ODWHU LQ WKH HQJDJHPI
DQDO\WHG DQG VXEVWDQWLDWHG 'XULQJ WKH PHHWLQJ LW ZDV
WKUHVKROG ZRXOG EH RU RXW RI DQG WKH ILQDQFLDO
RXW RI EDVHG RQ WKH XQGHUO\LQJ VFRULQJ UXEULFV DQG D
EHLQJ UHIOHFWLYH RI PDWHULDO ULVN DFFRUGLQJ WR LWV (50

7KH LPSDFW PDWHULDOLW\ WKUHVKROG ZDV VHW WR EH R
PDWHULDOLW\ WKUHVKROG WR EH RU RXW RI EDVHG RQ
DOLIJQHG ZLWK ZKDW ZH ZRXOG FRQVLGHU WR EH UHIOHFWLYH RI
(% GHWHUPLQHG LWV LPSDFWV LQ FRQVLGHUDWLRQ RI WKH D'
RSSRUWXQLWLHYVY WKURXJK D ULJRURXV VFRULQJ SURFHVV )RU
UXEULF ZzDV FUHDWHG IRU XVH LQ WKH HQJDJHPHQW 7KH LPSD
HOHPHQWYV RI VFDOH VFRSH DQG LUUHPHGLDEOH FKDUDFWHU

ORZ KLJK ZLWK KDOI SRLQW LQFUHPHQWY IRU IXUWKHU GLIIHU
%1<xV H[LVWLQJ (50 DQG ILQDQFLDO PDWHULDOLW\ VFRULQJ FUL

7R DVVHVV ILQDQFLDO PDWHULDOLW\ WKH (%9 OHYHUDJHG WKH V
DGGLWLRQ ILQDQFLDO WKUHVKROGY ZHUH XVHG EDVHG RQ RXU
JRU RSSRUWXQLW\ WKUHVKROGYV ZHUH GHYHORSHG LQ FRQVXO
ZHUH SURSRUWLRQDO WR WKH (% V UHODWLYH VL]H DV FRPSI
RSSRUWXQLWLHY ZHUH VFRUHG LQ ZRUNVKRSYVY DQG YDOLGDWHG

(656 ,52 E L LL LLL
(656 ,52
BWHS

7R FRPSOHWH WKLV GLVFORVXUH ZH KDYH DGKHUHG WR WKH
FRPSOHWH WKH '0$ 7KHVH UHTXLUHPHQWY KDYH EHHQ DGGUHVYV
GRFXPHQW DQG KDYH SURYLGHG D FRPSUHKHQVLYH YLHZ RI R
HITRUWYV

6XVWDLQDELOLW\ UHODWHG 5LVNYV

7R PHHW UHJXODWRU\ H[SHFWDWLRQV FOLPDWH DQG HQYLURQP
GHGLFDWHG (6* 5LVN 'ULYHU ODWHULDOLW\ $VVHVVPHQW SURFH
ULVN FDWHJRULHV LV DQ LQSXW WR RWKHU NH\ SURFHVVHV RI \
3URFHVV 7KH LGHQWLILFDWLRQ RI FOLPDWH DQG HQYLURQPHQW
LPSDFW RQ DOO RWKHU ULVN FDWHJRULHV LV WKH UHVXOW RI
DLPHG DW OHYHUDJLQJ H[LVWLQJ SURFHVVHV ZLWKLQ WKH (% Z
HQYLURQPHQWDO OD\HU

7KH NH\ LGHQWLILFDWLRQ SURFHVV LV WKH VSHFLILF (6* 5LV
SURFHVV 7KH UHVXOWV RI WKLV SURFHVV EHLQJ WKH LGHQWLIL
FOLPDWH DQG HQYLURQPHQWDO GULYHU RQ DQ\ ULVN FDWHJIRL
,GHQWLILFDWLRQ 3URFHVV DVVHVVLQJ WKH PDWHULDOLW\ RI HD

SULRULWLVDWLRQ DQG FRQVLGHUDWLRQV FDQ EH REVHUYHG D
VSHFLILF (6* 5LVN 'ULYHU ODWHULDOLW\ $VVHVVPHQW SURYLGL
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FOLPDWH DQG HQYLURQPHQWDO ULVNV DQG WKHLU SRWHQWLDO
LQ %1<xV (QWHUSULVH 5LVN ODQDJHPHQW )UDPHZRUN LQFOXG
,GHQWLILFDWLRQ 3URFHVV DV ZHOO DV RWKHUV VXFK DV 5LV!
%XVLQHVV $SSHWLWH JUDPHZRUN 7KLUG 3DUW\ )UDPHZRUN ,&$$

,PSDFW RI &0LPDWH DQG (QYLURQPHQWDO UHODWHG 5LVN
(XURSHDQ %DQNxV %XVLQHVVHV 6WUDWHJ\ DQG )LQDQFLDC

7KH (% KDV FRQVLGHUHG FOLPDWH DQG HQYLURQPHQWDO UHOD\
DQG SURFHVVHV WR VXSSRUW RQJRLQJ PRQLWRULQJ DQG GHF
UHODWLQJ WR RQJRLQJ VWUDWHJI\ :KLOH WKH ODVW LWHUDWL
$VVHVVPHQW IRXQG QR PDWHULDO FOLPDWH DQG HQYLURQPH
WD[RQRP\ ULVNV WKH (% UHFRJQLVHV WKDW PDWHULDOLW\ RI
DEVHQFH RI KLVWRULFDO HYLGHQFH GRHV QRW QHFHVVDULO\ LP
WKDW IXWXUH ULVNV PD\ QRW EH PDWHULDO 6HYHUDO SURFHYV
HQKDQFHG GXH GLOLJHQFH DQG JRYHUQDQFH WR DFWLYLWLHV W
IRU PRUH GHWDLOV VHH WKH 5LVN ODQDJHPHQW VHFWLRQ EHOF

)XUWKHUPRUH WR DVVHVV WKH ILQDQFLDO DQG FDSLWDO LPSD!
FRQVLGHUHG VHYHUDO VWUHVV WHVWV XWLOLVLQJ VFHQDULR
JLODQFLDO 6\WWHP 1*)6 DV HQULFKHG E\ DQ H[WHUQDO UH
VFHQDULRV ZHUH XVHG LQ WKH ,QWHUQDO &DSLWDO $GHTXDF
&OLPDWH DQG HQYLURQPHQWDO ULVNV DUH DOVR LQFOXGHG LQ
,QWHUQDO /LTXLGLW\ $VVHVVPHQW 3URFHVV ,/$$3 ,Q DGGLWL
FOLPDWH UHODWHG SK\VLFDO ULVNV ERWK ,&$$3 DQG ,/$$3 DVV
LQGLUHFW LPSDFWV RQ WKH RYHUDOO YLDELOLW\ DQG SURILWE
LQFOXGHVY WKH WUDQVLWLRQ ULVN IURP VIVWHPLF FKDQJHV LQ F
SUHIHUHQFHYV

$vV SDUW RI WKH ,&$$3 WKH (% XSGDWHG LWV DQDO\VLV E\
VFHQDULRY FUHGLW LPSDFW DVVXPSWLRQV VHFXULWLHV SRUW
VWUHVVHV 7KH DQDO\VLV RI FOLPDWH FKDQJH VFHQDULRYV RQ |
WKH (% LV UHVLOLHQW RQ WKH ORQJHU WHUP EDVHG RQ WKH V
GLITIHUHQW OHYHO RI WUDQVLWLRQ SROLFLHV WR UHGXFH SK\VLI
&2 KLJKHU DQG PRGHUDWH ULVN VHFWRUV ZKLFK KDV EHHQ [IXU\
FRUSRUDWH VHFXULWLHYV SRUWIROLR LQ 1RYHPEHU

7TKH (% ZLOO FRQWLQXH WR HQKDQFH WKH FOLPDWH VWUHVV
DVVHVVPHQWY WR LQIRUP VWUDWHILF GHFLVLRQ PDNLQJ DQG F
SXUVXH H J E\ XvLQJ VKRUWHU WHUP VFHQDULRYV )XUWKF
HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHYV LGHQW
ZLOO EH GLVFORVHG DV ZH IXUWKHU PDWXUH RXU DSSURDF
DFKLHYHPHQW RI VWUDWHILF REMHFWLYHY DUH VHW DW WKH *L
DQG DSSURYHG DW WKH H[HFXWLYH FRPPLWWHH OHYHO

(656 ,52 F LLL

,GHQWLI\LQJ ,PSDFWV 5LVNV DQG 2SSRUWXQLWLHV IRU
*RYHUQDQFH 5LVNYV

7R PHHW UHJXODWRU\ H[SHFWDWLRQV DQG PDLQWDLQ RSHUDWI
FRQVLGHU FOLPDWH HQYLURQPHQWDO DQG RWKHU VRFLDO DQ((
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WKDW LPSDFW ERWK ILQDQFLDO ULVNV VXFK DV &UHGLW ODUN'F
ULVNV VXFK DV 2SHUDWLRQDO DQG 6WUDWHJLF ULVNYV

2XU FOLPDWH DQG HQYLURQPHQWDO ULVN GULYHU DVVHVVPHQ\
SULPDU\ VRXUFHV SK\VLFDO ULVN DQG WUDQVLWLRQ ULVN D
FKDQQHOV WKURXJK ZKLFK WKHVH ULVN GULYHUV PDQLIHVW L
LQIOXHQFHG E\ PXOWLSOH IDFWRUV LQFOXGLQJ (%xV EXVLQHYV
IRRWSULQW ORFDWLRQV FOLHQWY VHFWRUV JHRJUDSKLHYV

ODQDJHPHQW RI (6* UHODWHG ULVNV LV LPSOHPHQWHG LQ OLQt
DQG IROORZV WKH 7KUHH /R'" PRGHO RI RXU 5LVN ODQDJHPHQW
GHIHQFH LV WKH EXVLQHVV (DFK RI RXU EXVLQHVVHV RZQV WKt
DQG PDQDJHYVY WKH UHODWHG FRQWURO SURFHVVHV DQG SURFF
UHVSRQVLEOH IRU LGHQWLI\LQJ DQG PLWLJDWLQJ DOO ULVNV L
GHIHQFH WKH 5LVN &RPSOLDQFH IXQFWLRQ LV UHVSRQVLEO
FKDOOHQJLQJ WKH ILUVW OLQH DQG KDV UHVSRQVLELOLW\ IRU
JOREDO ULVN IUDPHZRUN 7KH WKLUG OLQH RI GHIHQFH LV RXU
DQ LQGHSHQGHQW UHYLHZ RI DQ\ DVSHFW RI LPSOHPHQWDWL
JRYHUQDQFH FRPPLWWHHYV DQG VWUXFWXUHYV DUH LQ SODFH V
TXDUWHUO\ UHSRUWLQJ LV SURYLGHG WR VHQLRU PDQDJHPHQW

7KH (%xV DSSURDFK WR (6* ULVN PDQDJHPHQW FRQVLVWHQW
ODQDJHPHQW UDPHZRUN LQFOXGHV PDNLQJ HQKDQFHPHQWYV W]
GHYHORSLQJ QHZ SURFHVVHV DQG WRROV WR FRQVLGHU DQG F
JRYHUQDQFH UHODWHG ULVN FRQVLGHUDWLRQV %1< OHYHUDJH
DFURVV WKH ILUP VXFK DV WKH 3HRSOHxV WHDP /HJDO 5LVN D¢
IRU LGHQWLI\LQJ DVVHVVLQJ DQG PDQDJLQJ WKHVH ULVNV 6L
HQYLURQPHQWDO ULVNV UHTXLUHV FRQVLGHUDWLRQV RXWVLGH
ORQJHU WLPH KRULJRQV GLIIHUHQW FRQFHSWV IRU IRUZDUG O
SURFHVVHYV DQG WRROV KDYH EHHQ GHYHORSHG LQ SDUDOOHO
LGHQWLI\ DVVHVV DQG PDQDJH WKHVH ULVNV

5LVN ODQDJHPHQW 7LPH +RUL]JRQV

JURP D ULVN PDQDJHPHQW SHUVSHFWLYH WKHVH FOLPDWH UHC
DFURVV PXOWLSOH WLPH KRUL]JRQV WKDW EHVW UHIOHFW WKH (
GHILQHG DV
O 6KRUW WHUP \HDUV 5LVNV WKDW PD\ PDQLIHVW ZLWK
UHTXLUH SURPSW DWWHQWLRQ 7KH VKRUW WHUP KRUL]RC
DVVHVVPHQW EXVLQHVV SODQQLQJ DQG IRUHFDVWLQJ F\FC
SODQQLQJ FRQVLGHUDWLRQV
O OHGLXP WHUP \HDUV 5LVNV IDOOLQJ LQWR WKLV FDWH.
SURPLQHQW RYHU D VOLJKWO\ H[WHQGHG SHULRG QHFHV
PLWLJDWLRQ HIIRUWYV
O /IRQJ WHUP \HDUV 5LVNV WKDW PD\ QRW EH LPPHGLDW!
VLIQLILFDQW LPSOLFDWLRQV RYHU DQ H[WHQGHG SHULRG |
VXSSRUWLQJ VXVWDLQDEOH ULVN PDQDJHPHQW

‘'H UHFRJQLVH WKDW WLPH KRUL]JRQV QRWHG DERYH IRU WK
HQYLURQPHQWDO UHODWHG ULVN DUH PXFK ORQJHU WKDQ DF
PRGHOOLQJ :H KDYH GHYHORSHG D VXLWH RI FOLPDWH DQG HQY
WRROV DQG SURFHVVHV WR HQDEOH WKH LGHQWLILFDWLRQ DV
UHODWHG ULVNV WKDW LQFRUSRUDWH D ORQJHU WHUP YLHZ RI U
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SURFHVVHV IRU ,GHQWLI\LQJ DQG $VVHVVLQJ &OLPDWH D¢
SLVNV

JHYHUDJLQJ WKH %1< ULVN LGHQWLILFDWLRQ SURFHVV WKH
HQYLURQPHQWDO DQG FOLPDWH UHODWHG ULVN DVVHVVPHQWYV ¢
W\SH DVVHVVPHQWY DQG FRQVLGHULQJ SULPDU\ SRWHQWLDO V
FKDQQHOV

5LVNV LGHQWLILHG DUH DVVHVVHG ERWK TXDQWLWDWLYHO\ DQG
ULVN LV PDWHULDO 7R DVVHVV PDWHULDOLW\ RI HQYLURQPHQW |
DQG H[SHUW MXGJHPHQW DUH XVHG WR GHWHUPLQH PDWHULDOL
'"HWHUPLQDWLRQ RI PDWHULDOLW\ LV OLQNHG WR WKH (QWHUS!
FRQVLVWHQWO\ ZLWK RWKHU ULVNV 5HJDUGOHVV RI ZKHWKHU L
DOO ULVN W\SHV DUH PRQLWRUHG WKURXJK UHSRUWLQJ DQG G|
ERWK DJJUHIJDWH DQG LGLRV\QFUDWLF ULVNV DUH XQGHUVWRRG

, Q %1< IXUWKHU GHYHORSHG DQ (6* 5LVN 'ULYHU ODWHULDO!
(% WR HQKDQFH WKH VWUXFWXUHG DSSURDFK WR LGHQWLI\LQJ |
WKH HQYLURQPHQW DV GHWDLOHG KHUHLQ ,Q PRVW FDVHV WK
VHUYLFHY WKDW IDFLOLWDWH WKHLU ILQDQFLDO DFWLYLWLHV E
IXQGLQJ WR WKRVH DFWLYLWLHV $V VXFK EDODQFH VKHHW UL}
RWKHU EDQNV ZLWK ORQJ WHUP OHQGLQJ SRUWIROLRYVY RU WKR
FRUSRUDWH RU UHWDLO EDQNLQJ RU WUDGLQJ DFWLYLWLHYV
PDWHULDOLW\ DQG FRQVLGHULQJ RXU UHODWLYHO\ ORZ H[SRVXL
ULVNV UHPDLQ FRQWDLQHG DW SUHVHQW G6WUDWHJLF DQG UH
EHFRPH LQFUHDVLQJO\ UHOHYDQW VXFK WKDW GHFLVLRQV PDGH
LQ WKH IXWXUH $VVHVVPHQW RI WKH LPSDFW WR WKH (% IRU WI
,QGLFDWRUYV .5, DUH SURYLGHG WR WKH ([&R DQG WKH 1R(6
GHVFULEHG KHUHLQ 2QJRLQJ DVVHVVPHQWY DV WKH\ PD\ OHDC
(%xV PDWHULDO ULVNV ZLOO LQIRUP WKH GHYHORSPHQW RI IXL
WLPH

3OHDVH VHH GHWDLOV LQ WKH $SSHQGL[ IRU 5LVN OHDVXUHPHQW
JRUZDUG ORRNLQJ $VVHVVPHQW Rl &OLPDWH UHODWHG 5LV!

7KH ,&$%$3 GRFXPHQW LQFOXGHV ORQJHU WHUP FOLPDWH FKDQJH
FRQVLGHULQJ WKH ILQDQFLDO LPSDFWV RI GLIIHUHQW FOLPDW
1*)6 SXEOLVKHG VFHQDULRYV 7KH DQDO\VLV FRYHUV DQ H[WHQG|
VSHFLILF FOLPDWH FKDQJH UHODWHG VFHQDULR DQG DVVXPSW
DVVXPSWLRQ RYHU WKH ORQJHU WHUP 7KH FOLPDWH VWUHVV W]
IROORZLQJ VFHQDULRYV
O U&XUUHQW 3ROLFLHVU DVVXPHV WKDW RQO\ FXUUHQWO\ LF
OHDGLQJ WR KLJK SK\VLFDO ULVNV
O U'HOD\HG WUDQVLWLRQU DVVXPHV DQQXDO HPLVVLRQV GR
SROLFLHVY DUH WKHQ QHHGHG WR OLPLW ZDUPLQJ WR EHOC
OLPLWHG
O© ULHW =HUR U OLPLWV JOREDO ZDUPLQJ WR p& WKURXJF
LQOQRYDWLRQ UHDFKLQJ JOREDO QHW JHUR &2 HPLVVLRQV
VRPH MXULVGLFWLRQV VXFK DV WKH 86 (8 8. &DQDGD $X)\
JHUR IRU DOO *+*V
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*LYHQ WKH ORZ H[SRVXUH RI WKH EDODQFH VKHHW WR &2 KLJ
DVVXPSWLRQV ZHUH DSSOLHG RQ WRS RI WKH PDFURHFRQRPLF
SK\VLFDO ULVN DQG WUDQVLWLRQ ULVN LPSDFWYV

$GGLWLRQDO FOLPDWH FKDQJH LPSDFWV ZHUH FRQVLGHUHG GH:

O &RVWV UHODWHG WR GDPDJHV LQ WKH (% V RIILFHV GXH WR

O 7KH LPSDFW RQ FOLHQW IHHV EDVHG RQ PDFURHFRQRPLF SU

DV VXIILFLHQWO\ VHYHUH $ ILQH E\ WKH UHJXODWRUV ZDV
WUDQVLWLRQ VFHQDULR

7KH (% V FUHGLW ULVN DVVHVVPHQW FRYHUV D ORQJ WHUP RX)
DSSURDFK UHOLHV RQ FUHGLW PLJUDWLRQ DQG VWUHVVHG OR
VFHQDULRY GHVFULEHG DERYH 7KH DFFXPXODWLRQ RI \HDUO\ Sl
FRXQWHUEDODQFHYVY WKH LQFUHDVH RI FDSLWDO UHTXLUHPHQW
2WKHU FDSLWDO UDWLRYVY DUH DOVR VXSSRUWHG E\ WKLV LQFUH
EHHQ FRQVLGHUHG LQ WKH (% V ,/$$3 IURP D OLTXLGLW\ SHUYV
WHVWLQJ KDV D WLPH KRUL]JRQ RI RQH \HDU DQG FRQVHUYDWLY
WKH KDLUFXWV LQ VHFXULWLHYV

$GGLWLRQDO VFHQDULR LV UXQ LQ WKLV \HDU
® US5HYHUVH VFHQDULRU VHYHUH H[SHUW DVVXPSWLRQV ZHUH
D EUHDFK RI WKH ODQDJHPHQW %XIIHU (DUO\ :DUQLQJ WKU'}
LV WKH PRVW FRQVWUDLQLQJ FDSLWDO UDWLR RI WKH (% 6
FRPSRXQGHG E\ D ILQDQFLDO PDUNHW GRZQWXUQ WUDQVLW
RI FRXQWULHV DIIHFWHG E\ SK\VLFDO ULVN HYHQWV VXFK D

SURFHVVHV IRU ODQDJLQJ &OLPDWH DQG (QYLURQPHQWDO
.H\ SURFHVVHVY DQG WRROV IRU FOLPDWH DQG HQYLURQPHQWDO
5LVN $SSHWLWH

&OLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNYVY DUH GHILQHG
HQWHUSULVH ULVN FDWHJRULHV RXWOLQHG LQ WKH 5%6 7KH 5!
UHTXLULQJ DOO VWDII WR FRQVLGHU FOLPDWH DQG HQYLURQP
RQJRLQJ ULVN DVVHVVPHQW DQG PDQDJHPHQW DFURVYV DOO ULVI

,Q JHQHUDO WKH FXUUHQW DSSURDFK WR VHWWLQJ RI ULVN D
VHSDUDWH OLPLWV DQG DVVRFLDWHG WKUHVKROGV DJDLQVW DQ
SRWHQWLDO FDXVH Rl DGYHUVH LPSDFWV D FOLPDWH UHODWHC
OLPLW EUHDFK DFURVV DQ\ ULVN FDWHJRU\ ZKHWKHU ILQDQFI
PLQLPLVLQJ ULVN FRQFHQWUDWLRQV DQG DVVHVVLQJ PRQLWRI
UHVXOW ULVN DSSHWLWH OLPLWV LQ SODFH DW WKH ULVN FDW}
GULYHUV LQFOXGLQJ FOLPDWH

3ROLFLHV

%1< KDV HPEHGGHG (6* UHODWHG ULVN FRQVLGHUDWLRQV LQWR
(DFK RI WKHVH SROLFLHV HVWDEOLVKHY D UHTXLUHPHQW IRU (
DSSOLFDEOH ULVN PDQDJHPHQW SURFHVVHV ZKLFK PD\ LQF
LGHQWLILFDWLRQ ULVN DVVHVVPHQW DQG TXDQWLILFDWLRQ
GLOLJHQFH RI FOLHQWY FRXQWHUSDUWLHV WKLUG SDUW\ SURY
EXVLQHVVHV DV ZHOO DV SROLFLHVY UHODWHG WR ULVN PLWLJDV
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5HSRUWLQJ DQG ORQLWRULQJ

$V PHQWLRQHG DERYH WKH (% KDV GHILQHG NH\ ULVN LQGLF
PRQLWRULQJ DQG PDQDJHPHQW RI FOLPDWH DQG HQYLURQPHC
HQYLURQPHQWDO UHODWHG ULVN UHSRUW LV SURGXFHG TXDUW
IRU XVH LQ SHULRGLF UHYLHZ PRQLWRULQJ DQG PDQDJHPHQW |
ULVNV

'XH 'LOLJHQFH

,Q DGGLWLRQ WR LGHQWLI\LQJ VSHFLILF FOLPDWH DQG HQYLUR
RQJRLQJ PRQLWRULQJ Rl H[SRVXUHV LQ WKHVH FDWHJRULHYV
GHYHORSHG WKDW DSSO\ HQKDQFHG GXH GLOLJHQFH DQG JRYH
FOLPDWH DQG HQYLURQPHQWDO ULVN LPSOLFDWLRQV 7KHVH LG
GXH GLOLJHQFH DQG JRYHUQDQFH IRU ULVNV UHODWHG WR WKLL

, QWHJUDWLQJ &OLPDWH UHODWHG 5LVN 3URFHVVHV LQWR 2

7R VXSSRUW WKH LPSOHPHQWDWLRQ RI FOLPDWH DQG HQYLUR
HQKDQFH JRYHUQDQFH RYHUVLIJKW UHVSRQVLELOLWLHY RQJRL
JURXSY DFURVVY DOO WKUHH OLQHV RI GHIHQFH LQ WKH HQWHU
HGXFDWLRQ DOVR FRQWLQXHVY WR EH SURYLGHG WR UHOHYDC
HQFRXUDJHVY SDUWLFLSDQWV WR OHDG E\ H[DPSOH DQG VHW
LOQOVWLWXWLRQDOLVHY DSSURSULDWH FOLPDWH ULVN PDQDJHF
SHUIRUPHG DV SDUW RI WKH UROORXW RI QHZ WRROV DQG SURFL}
RI GHIHQFH WHDPV

, Q WR UDLVH DZDUHQHVY RI FOLPDWH DQG HQYLURQPHQWD (
EURDG HGXFDWLRQDO WUDLQLQJ PRGXOH ZDV GLVWULEXWHG
GHYHORSPHQW FKDQQHOV WR LQ VFRSH (% VWDII ,Q DGGLWLRC

FOLPDWH DQG HQYLURQPHQWDO UHODWHG FRQVLGHUDWLRQV DF
LPSOHPHQWDWLRQ RI (6* DFWLYLWLHV WKH 5HP&R DSSURYHG
6XVWDLQDELOLW\ JRDO IRU WKH ([&2 DQG NH\ LQGLYLGXDOV ZLW
LV SDUW RI WKH DQQXDO SHUIRUPDQFH UHYLHZ RI WKRVH LQ
*RYHUQDQFH

‘H DUH SURJUHVVLYHO\ LQWHJUDWLQJ WKH SURFHVV RI LGHOQ
RSSRUWXQLWLHY LQWR RXU RYHUDOO IUDPHZRUN :KLOH FHUWD
H[LVWLQJ VWUDWHJILF SODQQLQJ ULVN PDQDJHPHQW DQG GH
DOLJQPHQW LV XQGHUZD\ WR IDFLOLWDWH D FRQVLVWHQW DSSU
LQWHJUDWLRQ LV IDFLOLWDWHG E\ WKH (6* &RXQFLO SOHDVH U
LQFOXGHY UHSUHVHQWDWLYHV IURP DOO WKH EXVLQHVV OLQHV |

(656 ,52 H |
(656 ( (656 ,52 $5 G

'LVFORVXUH 5HTXLUHPHQWY LQ (656 FRYHUHG E\ WKH 6XVW
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7KH IROORZLQJ VHFWLRQ WR GLVFORVH 'LVFORVXUH 5HTXLUHPH
XQGHUWDNLQJxV VXVWDLQDELOLW\ VWDWHPHQWU DV GHWHUPLQ
UHJXODWLRQ

OLQLPXP 'LVFORVXUH S5HTXLUHPF
3ROLFLHV DQG $FWLRQV

SROLFLHY $GRSWHG WR 0ODQDJH ODWHULDO 6XVWDLQDELOL\

7KH IROORZLQJ VHFWLRQ GLVFORVHV WKH SROLFLHV DGRSWH
PDWWHUV DV RXWOLQHG LQ '5 (656 0'5 3 IURP (656 UHJXODWLR

S3ROLFLHVY WR ODQDJH ODWHULDO ,52V IRU &OLPDWH &KDQJF

%1< KDV GHYHORSHG D JOREDO FOLPDWH VWUDWHJ\ WKDW WKH
H[SHFWHG WR DGRSW DQG FRQWULEXWH WR 7KH B6XVWDLQDEC
FOLPDWH VWUDWHJ\ DGGUHVVHV FOLPDWH FKDQJH PLWLJDWLR!
HQHUJ\ HIILFLHQF\ SURMHFWY WR UHGXFH WKH FRPSDQ\ V JOR
HPLVVLRQV 7KH &OLPDWH 5LVN ODQDJHPHQW SLOODU RI %1<xV
FOLPDWH FKDQJH DGDSWDWLRQ E\ LQWHJUDWLQJ FOLPDWH ULVN
WKH 7KUHH /LQHV RI 'HIHQFH DQG VXSSRUWLQJ WKH FRQWLQ
LGHQWLI\LQJ DQG PLWLJDWLQJ SRWHQWLDO SK\VLFDO FOLPDWH

&OLPDWH ULVN FRQVLGHUDWLRQY DUH LQFRUSRUDWHG LQWR %1
W\SHVY DQG SURYLGHV D IRXQGDWLRQ IRU KRZ FOLPDWH UHODYV
EXVLQHVYVY DV XVXDO ULVN DVVHVVPHQW SUDFWLFHV $V D GULY}
SROLFLHV GR QRW H[LVW EXW UDWKHU DUH HPEHGGHG ZLWKLC
GHFLVLRQ PDNLQJ %1< GRHV QRW PDLQWDLQ IRUPDO FRUSRUD
PDQEQDJH PDWHULDO ,52V UHODWHG WR FOLPDWH FKDQJH PLWL
HQWLWLHYVY LQFOXGLQJ WKH (%% DUH H[SHFWHG WR DGRSW WKH
KDYH VHSDUDWH FRUSRUDWH SROLFLHV WR PDQDJH PDWHULD
PLWLIDWLRQ RU DGDSWDWLRQ :KLOH QRW D IRUPDO FRUSRUDW
VXSSRUWYV HIIRUWYV WR PDQDJH ,52v UHODWHG WR FOLPDWH FlI
FRPSDQ\ 7KH (% DGRSWV WKH *URXS DSSURDFK WKURXJK WKH O
ULVN PDQDJHPHQW DSSURDFK

(656 0'5 3
(656 (

3ROLFLHVY WR ODQDJH ODWHULDO ,52V 5HODWHG WR LWV 2Z¢

$V D VXEVLGLDU\ RI %1< (% DQG LWV HPSOR\HHV DUH FRYHUHC
*OREDO 7DOHQW 3ROLF\ $QWL ORQH\ /DXQGHULQJ $0/ WKH 6L
ODQGDWRU\ 7UDLQLQJ 3ROLF\ OLVWHG EHORZ

%RDUG ,QFOXVLRQ JUDPWRRUIE DBSIRA\QWPHQWY DUH EDVHG RQ C
DELOLW\ H[SHULHQFH WUDLQLQJ SHUIRUPDQFH DQG RWKHU L
,QFOXVLRQ 3ROLF\ VHWV RXW WKH DSSURDFK WR UHFRPPHQGLQJ
EDFNJURXQG RQ VLJQLILFDQW OHJDO HQWLW\ ERDUGV $ FRF
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H[SHULHQFH HGXFDWLRQDO DQG SURIHVVLRQDO EDFNJURXQG L
RQ WKH ERDUG SURYLGHYV D UDQJH Rl SHUVSHFWLYHYVY LQVLJKW
JRRG GHFLVLRQ PDNLQJ 7KH SROLF\ LV RZQHG E\ WKH KHDG RI
DSSOLFDEOH WR UHOHYDQW %1< /HIJDO (QWLW\ %YRDUGV 7KH PR
ERDUG V UHVSRQVLELOLW\ WR DGKHUH WR WKLV SROLF\

*OREDO 7DOHQWW3R(CkFWKH 3HRSOH 7HDP SURYLGHV WKH IUDP
GHYHORSLQJ DQG UHWDLQLQJ HPSOR\HHV WKURXJK D ZLGH DU
PDQDJHPHQW FRPSHQVDWLRQ DQG ZHOO EHLQJ 7DOHQW 'HYHO]
IRU FRQWLQXRXV OHDUQLQJ DQG SURIHVVLRQDO GHYHORSPHQ
SHUIRUPLQJ FXOWXUH WKURXJK FRQWLQXHG LPSOHPHQWDWLR
SHUIRUPDQFH PDQDJHPHQW DQG GULYLQJ D ZRUN FXOWXUH ZKH
DSSOLFDEOH WR DOO HPSOR\HHV 7KH )LUP H[SHFWV WKDW DOO
DQG GHYHORSPHQW RI WDOHQW FRPSO\ ZLWK WKH UHTXLUHPH(¢
VXERUGLQDWH RU UHODWHG SROLFLHV DV VSHFLILHG 6FRSH DQ
WKHVH VXERUGLQDWH SROLFLHV 7KLV SROLF\ LV RZQHG E\ WKH

$QWL ORQH\ /DXQGHULQJ DQG 6DQFW MR® VLV UDRRAIQNWBHR® WFR FRI
ZLWK DQWL PRQH\ ODXQGHULQJ FRXQWHULQJ WKH ILQDQFLQJ F
FRPSOLDQFH ODZV DQG UHJXODWLRQV DURXQG WKH JOREH
PDLQWHQDQFH RI D UHJXODU WUDLQLQJ SURJUDP WR HGXFDWH
DSSOLFDEOH SHUVRQV ZLOO EH NQRZOHGJHDEOH DQG YLJLODQMW
DFWLYLW\ WKDW PD\ FRQVWLWXWH ILQDQFLDO FULPH 7KLV G
ODXQGHULQJ DQG VDQFWLRQV WUDLQLQJ UHTXLUHPHQWV RI ¢
,QIRUPDWLRQ DQG UHTXLUHPHQWY UHODWHG WR WKH $0/ DQG 6
WKH *OREDO $QWL ORQH\ /DXQGHULQJ DQG 6XVSLFLRXV $FWLYLW
&RXUVH DQG WKH *OREDO (FRQRPLF 6DQFWLRQV 2QOLQH 7UDLQ
ERDUGHG U&RYHUHG ,QGLYLGXDOVU UHIUHVKHU WUDLQLQJ UH
DQG $SSURYDO UHTXLUHPHQWY IRU FRQWHQW DQG PDWHULDO 71
DV ZHOO DV FHUWDLQ WHPSRUDU\ DQG RU FRQWUDFW ZRUNHUV
1HZ <RUN OHOORQ &RUSRUDWLRQ DQG LWV PDMRULW\ RZQHG VX
WR %1< DQG LWV GRPHVWLF DQG IRUHLJQ EUDQFKHV DQG RIILFF
PDQDJHU (QWHUSULVH ODQGDWRU\ /HDUQLQJ

ODQGDWRU\ 7UDLQI®LVIB®OR\F\ LV DSSOLFDEOH WR DOO HPSOR\
PDQGDWRU\ WUDLQLQJ DXWKRULW\ WR PDQGDWH HVWDEOLVE
UHTXLUHPHQWY HVFDODWLRQ UHTXHVWV IRU H[HPSWLRQV DC
PDQGDWRU\ WUDLQLQJ &RPSOLDQFH ZLWK DSSOLFDEOH OD2ZzV
SUDFWLFHV LV WKH UHVSRQVLELOLW\ RI bOO HPSOR\HHV DV ZH
ZRUNHUYV DQG YHQGRU HPSOR\HHV RI WKH %DQN RI 1HZ <RUN OH(
RZQHG VXEVLGLDULHY LQFOXGLQJ EXW QRW OLPLWHG WR %1<
DQG RIILFHV 7KLV SROLF\ LV RZQHG E\ WKH JURXS PDQDJHU (QV

3ROLFLHY DUH DYDLODEOH WR DOO %1< HPSOR\HHV LQFOXGLQJ
WKH SROLF\ PDQDJHPHQW WRRO DQG VXEMHFW WR WKH 3ROLF\ *|

(656 0'5 3
(656 6
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S3ROLFLHVY LQ 3ODFH WR ODQDJH LWV ODWHULDO ,52V 5HODYV
&RUSRUDWH &XOWXUH

$V D VXEVLGLDU\ Rl %1< (% DQG LWV HPSOR\HHV DUH FRYHUHG E

$V D VXEVLGLDU\ Rl %1< (% DQG LWV HPSOR\HHV DUH FRYHUHG E
%1< &RGH RI &RQGXFW LV VXSSOHPHQWHG E\ RWKHU SROLFLHYV
KHUH EHORZ 7KH &RGH RI &RQGXFW LV RZQHG E\ WKH &RPSOLDQ

%1<xV &RGH RI &RQGXFW

7KH &RGH SURYLGHV VL[ NH\ JXLGHOLQHV WKDW UHODWH WR PDC
ZRUNLQJ DW RXU FRPSDQ\ B5HVSHFWLQJ 2WKHUV $YRLGLQJ &
'RUNLQJ ZLWK *RYHUQPHQWY 3URWHFWLQJ &RPSDQ\ $VVHWYV DC
7RSLFV UDQJH IURP SURWHFWLQJ FOLHQW DQG HPSOR\HH UH
REOLJDWLRQV WR UHVSRQVLEO\ JURZLQJ RXU FRPSDQ\ ZLWK R
UHVSRQVLEOH EXVLQHVV SUDFWLFHV DQG FRQGXFW ZKLFK DUH
SHSRUW %1<xV &RGH Rl &RQGXFW DSSOLHV WR DOO HPSOR\HF
EHKDYLRXUV LQ DOO EXVLQHVV DFWLYLWLHV DQG KHOS VKDSH R
&RGH LV D XQLI\LQJ GRFXPHQW WKDW VHWV RXW WKH NH\ JXLGH
UHJDUG WR UHVSHFWLQJ RWKHUV DYRLGLQJ FRQIOLFWV RI LQW
JRYHUQPHQWY SURWHFWLQJ FRPSDQ\ DVVHWYV DQG VXSSRUWLQJ

7KH GLVUXSWLRQV FDXVHG E\ JOREDO DQG UHJLRQDO FRQIOLF!'
RWKHU V\VWHPLF VKRFNV HPSKDVL]H WKH LPSRUWDQFH RI D U
HIWHUQDO YHQGRUV DQG %1< LQWHUQDO VHUYLFH SURYLGHU
FRQWLQXLW\ ZH PRQLWRU DQG PDQDJH RXU HFRV\VWHP WKU|
SURJUDP 7KLUG 3DUW\ )UDPHZRUNY DUH LQ SODFH DQG UHJXOD!
RQ WKH ULVN )RU PRUH LQIRUPDWLRQ SOHDVH VHH WKH SROLT
ODQDIJHPHQW RI UHODWLRQVKLSYV ZLWK VXSSOLHUVY EHORZ

%1< DOVR VWULYHV WR FXOWLYDWH D UHVLOLHQW QHWZRUN RI \
VWDQGDUGY PDQDJH VRFLDO DQG HQYLURQPHQWDO LVVXHV U
ULJKWV 7KLV FXOWLYDWHYV WUXVW DQG KHOSV XV PDQDJH ULVN"

%1< UHVSHFWV KXPDQ GLJQLW\ DQG H[SHFWV HPSOR\HHV WR SL
WKH FRPSDQ\ J)RUFHG ODERXU VODYHU\ DQG KXPDQ WUDIILFNLC
OHYHOV DUH H[SHFWHG WR QRW NQRZLQJO\ ZRUN ZLWK DQ\ VXSS
VXFK SUDFWLFHYV

,Q WKH RQJRLQJ TXHVW WR UXQ RXU FRPSDQ\ EHWWHU %1<
PDQDJHPHQW DSSURDFK WR LQFUHDVH V\QHUJLHV WKURXJK D
HVWDEOLVKHG WKH (62 E\ EULQJLQJ WRJHWKHU VHYHUDO VHS
VWUXFWXUH 7KLV IXQFWLRQ ZLOO DOORZ XV WR DFKLHYH EHQ
FRPSO\LQJ ZLWK FORVHO\ UHODWHG UHJXODWRU\ UHTXLUHPHQW"

,Q WKDW FRQWH[W WKH %1< &RGH RI &RQGXFW LV VXSSOHPHQW!
O %1< V (QWHUSULVH 5HVLOLHQF\ 3ROLF\

O 7KLV SROLF\ DSSOLHV JOREDOO\ DFURVV DOO UHJLRQV
(% ZKHUH DQG WKURXJK ZKLFK %1< RSHUDWHV WR
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YHQGRUV FRQWUDFWRUV DQG FRQVXOWDQWY ZRUNLQJ
Rl %1< 7KLV SROLF\ LV RZQHG E\ WKH +HDG RI (QW]
BRXUFLQJ

O %1< V %XVLQHVV &RQWLQXLW\ ,QFLGHQW DQG &ULVLV 0DQE

O 7KLV SROLF\ DSSOLHV JOREDOO\ WR %1< DFURVV DO
LQFOXGLQJ WKH (% ZKHUH DQG WKURXJK ZKLFK %1-
HPSOR\HHV 7KH 3ROLF\ DOVR DSSOLHV WR %1l< EXVL
IXQFWLRQV H[WHUQDO GHSHQGHQFLHV 7KLUG 3DUW
BURYLGHUV 7KLV LQFOXGHV &ULWLFDO %XVLQHVV 6l
BHUYLFHV DV GHILQHG E\ WKH %XVLQHVV 6HUYLFH )UDP
WKH &RPPRQ 7D[RQRP\

O 7KLV SROLF\ OHYHUDJHV LQGXVWU\ JXLGHOLQHV O QR
 QVWLWXWLRQV ([DPLQDWLRQ &RXQFLO ,7 ([DPLQDWLI
&RQWLQXLW\ ODQDJHPHQW DQG WKH ,QWHUQDWLRQDO 2
.62 7KLV SROLF\ LV RZQHG E\ WKH *OREDO +HDG RI
 QFLGHQW DQG &ULVLV ODQDJHPHQW

O %1< V 'LVDVWHU 5HFRYHU\ 5HVLOLHQF\ 7THVWLQJ 3ROLF\

O 7KLV SROLF\ DSSOLHV JOREDOO\ WR %1< DQG HDFK RI |
LQFOXGLQJ WKH (% DQG WR DOO %1< EXVLQHVV VH
HQWHUSULVH ZLGH LQFOXGLQJ WHFKQRORJ\ DQG RSHI
LQFOXGLQJ EXW QRW OLPLWHG WR FOLHQWV DQG YHC
+HDG Rl (QWHUSULVH 5HVLOLHQF\ DQG 6RXUFLQJ DQG
DQG 5HVLOLHQFH ,QWHOOLJHQFH

O %1< KDV D FRPSUHKHQVLYH DSSURDFK WR WKLUG SDUW!

O &0OLHQW DQG 7KLUG 3DUW\ 7HVWLQJ (YDOXDWLQJ
UHFRQQHFW IROORZLQJ D PDWHULDO GLVUXSWLI
DJUHHPHQW

O (QKDQFHG 9DOLGDWLRQ IRU &ULWLFDO 9HQGRU +R\
YHQGRUXxV UHFRYHU\ FDSDELOLWLHVY WR RSHUDWH

O 3DUWLFLSDWLRQ LQ *OREDO )RUXPV DQG 6HFWRI
LOQWHJUDWLRQ ZLWK LQGXVWU\ DQG PDUNHW SDUW:Z

(656 0'5 3
(656 *

$FWLRQV DQG 5HVRXUFHV LQ 5 HODWLRQ WR ODWHULDO 6XV

7KH IROORZLQJ VHFWLRQ GLVFORVHV WKH DFWLRQV DQG UHVR
VXVWDLQDELOLW\ PDWWHUYV DV RXWOLQHG LQ '5 (656 0'5 $ IUR

$FWLRQV DQG 5HVRXUFHV UHODWHG WR &OLPDWH &KDQJH ¢

,Q DGGLWLRQ WR WKH DERYH GLVFXVVLRQ RI RXU DFWLRQ WR DC
%1< LV ZRUNLQJ WR LQFUHDVH WKH HQHUJ\ HIILFLHQF\ RI LWV E
IURP UHQHZDEOH VRXUFHV LQYHVW LQ RQ VLWH UHQHZDEOH

UHVLGXDO HPLVVLRQV IURP RSHUDWLRQV WKDW FDQQRW EH RW
HPLVVLRQV UHGXFWLRQ LQLWLDWLYHYV %l1l< KDV PDLQWDLQHG F|
IRU WKH FRPSDQ\ V 6FRSH 6FRSH LQFOXGLQJ RXU GDWD FH(
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EXVLQHVY WUDYHO HPLVVLRQV WKURXJK D FRPELQDWLRQ RI U}
RlI 5(&V DQG FDUERQ RIIVHWYV

7R VDWLVI\ UHJXODWRU\ H[SHFWDWLRQV DQG IDFLOLWDWH RSH
DGDSWDWLRQ HIIRUWV FRQVLGHUV VXVWDLQDELOLW\ ULVNV DV
ULVNV VXFK DV &UHGLW ODUNHW DQG /LTXLGLW\ 5LVNV QRQ |
DQG 6WUDWHJILF 5LVNV DQG LQWHUFRQQHFWHG ULVNV OLNH 5
GULYHU DVVHVVPHQW LQFRUSRUDWHY ULVNV DULVLQJ IURP SK\\
LQFRUSRUDWHY FOLPDWH ULVN PDQDJHPHQW VWUDWHJILHV LQW
DGDSW WR SRWHQWLDO SK\VLFDO FOLPDWH ULVNV E\ WDNLQJ
FRQWLQXLW\

7KH (% DGRSWV DQG ORFDOO\ LPSOHPHQWY WKH *URXSxV DSSU
DQG VXVWDLQDEOH RSHUDWLRQV $V SDUW RI HIIRUWV WR PLWL
DQG HPLVVLRQV DQG DGDSW WR WKH SRWHQWLDO SK\VLFDO
HIILFLHQF\ SURMHFWYV DQG HQKDQFHPHQWY WR WHFKQRORJ\ R
VSHFLILF QHHGY DQG SURILOHV Rl EXLOGLQJV DFURVV %1<xV JOI

&OLPDWH UHODWHG ULVNV DUH DVVHVVHG DQG PDQDJHG RYHU
KRUL]JRQV 6LPLODUO\ HQHUJ\ HIILFLHQF\ SURMHFWV DQG H
LQIUDVWUXFWXUH VXSSRUW FOLPDWH FKDQJH PLWLIJDWLRQ DQG
RYHU VKRUW PHGLXP RU ORQJ WHUP WLPH KRUL]JRQV GHSHQGL(
WKH SURMHFW

7R GDWH WKHUH KDYH EHHQ QR PDWHULDO LPSDFWYV IURP SK\VL
QHLWKHU %1< RU WKH (% KDYH GHYHORSHG RU GLVFORVHG D FOI
DFWLRQ SODQ EHFDXVH QHLWKHU %1< RU WKH (% KDYH GHYH
PLWLIDWLRQ DQG DGDSWDWLRQ DFWLRQ SODQ UHVRXUFHV KDY}

+RZHYHU HQHUJ\ HIILFLHQF\ SURMHFWY DQG HQKDQFHPHQWYV V
VXSSRUW %1l<xV FOLPDWH FKDQJH PLWLJDWLRQ DQG DGDSWDYV
PDQDJHG DQG IXQGHG DW WKH *URXS OHYHO %1< GRHV QRW
DOORFDWLRQV WR WKH (% WR LPSOHPHQW FOLPDWH FKDQJH PLW

1RWHG DERYH UHVRXUFHV DUH QRW DOORFDWHG WR D IRUPI
DGDSWDWLRQ DFWLRQ SODQ $Q\ UHVRXUFHV DOORFDWHG &DSt
DQG HQKDQFHPHQWVY WR WHFKQRORJ\ RU LQIUDVWUXFWXUH V
PLWLJDWLRQ DQG DGDSWDWLRQ HIIRUWY DUH QRW FXUUHQWO\ ¢
ILQDQFLDO VWDWHPHQWYV

%1< GRHV QRW PDNH VHSDUDWH &DS([ RU 2S([ DOORFDWLRQV W
FKDQJH PLWLJDWLRQ DQG DGDSWDWLRQ HIIRUWY 1RU GRHV %
DOORFDWLRQV WR WKH (% WR LPSOHPHQW FOLPDWH FKDQJH PLW

(656 0'5 $
(656 (

$FWLRQ 30DQV DQG 5HVRXUFHV WR 0DQDJH ODWHULDO
"RUNIRUFH

7KH (% KDV LGHQWLILHG VHYHUDO ,52V LQ UHODWLRQ WR RXU RZ
EHORZ KLIJIKOLJKW WKH RQJRLQJ LQLWLDWLYHY WKDW VXSSRUW I
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VWDIl PHPEHUV KDYH FRPSOHWHG D WRWDO RI KRXUV R

WUDLQLQJ HTXDWLQJ WR DQ DYHUDJH Rl  KRXUV SHU HPSOR\H}

a4 7TKURXJK RXU ODQGDWRU\ /HDUQLQJ ZH IROORZ DQ DQQXDC
WKURXJKRXW WKH \HDU 5ROH DQG VNLOO EDVHG WUDLQLQJ L\
LQWHUQDO VWDNHKROGHUV 2XU FRPSUHKHQVLYH OHDUQLQJ F
DYDLODEOH DW DOO WLPHV IRU DOO HPSOR\HHV 7KHVH OHDU:
PLGGOH DQG ORQJ WHUP

a4 &XOWXUDO HGXFDWLRQ DQG DZDUHQHVV SURJUDPV WKDW IDFL
GHOLYHUHG YLD PXOWLSOH OHDUQLQJ PHWKRGV LQFOXGLQJ
UHVRXUFHV WR EXLOG DZDUHQHVV DQG D FXOWXUH RI EHORQ.
SODWIRUP ZKLFK LV XVHG E\ DOO HPSOR\HHV IX0O0 DQG SDUW
H[FHSWLRQDO OHDUQLQJ HQYLURQPHQW WKDW SURPRWHV FRQ'

4 $GGLWLRQDO OHDUQLQJ DQG SURJUDPPLQJ DUH SODQQHG WR \
WR D SODWIRUP RSHUDWLQJ PRGHO DQG IRFXV RQ IXWXUH VNI
DGGUHVV WKH QHHGV RI DQ LQFUHDVLQJO\ JOREDO ZRUNIRUFH

%1<xV (PSOR\HH %XVLQHVV 5HVRXUFH *URXSV ( %5*V DUH YD
WKH FRQGLWLRQV IRU RXU SHRSOH WR VXFFHHG DQG GHOLY
VWDNHKROGHUY DQG HDFK RWKHU 7KH ( %5*V FRQQHFW RXU SH
H[SUHVV WKHLU XQLTXH YDOXH SURYLGH OHDGHUVKLS GHYHOR
DQRG RIIHU D FKDQFH WR VKLQH RQ D JOREDO VWDJH 7KH\ FRPSOC
GHYHORSPHQW HQYLURQPHQW E\ SURYLGLQJ PHPEHUV ZLWK WKF
WKHLU FDSDELOLWLHYV DQG JDLQ OHDGHUVKLS H[SHULHQFHV F
UHVSRQVLELOLWLHV %1<xV ( %5*V VXSSRUW RXU ZRUNIRUFH
SHUVSHFWLYHV DQG ULFK H[SHULHQFH WR FRQWULEXWH WR RXU
VXFFHVV ( %5*V DUH RSHQ WR DOO SHUPDQHQW HPSOR\HHV

%1< KDV DQ DFWLYH 303 LQ SODFH $ VHFWLRQ RI WKH SURFHV\
GHYHORSPHQW SODQ 7KLV LV GLVFXVVHG EHWZHHQ HPSOR\HH I
7KHUH LV DOVR VXFFHVVLRQ SODQQLQJ SHUIRUPHG IRU WKH VH
XQGHUWDNLQJ 7KHVH DFWLYLWLHVY RQ RQH KDQG UHGXFH WKH
RWKHU KDQG SURYLGHV LQVLJKW RQ IXWXUH QHHGYV
a %1l< ODXQFKHG WKH ,QWHUQDWLRQDO 6SRQVRUVKLS DQG OHQ
7KH SURJUDP LV VFKHGXOHG WR FRQFOXGH LQ -XO\ %1< C
&OXE OLVVLRQ *HQGHU (TXLW\ &URVV &RPSDQ\ OHQWRULQJ 3
4 $GGLWLRQDO SURJUDPV WR VXSSRUW WKH UHWHQWLRQ DQG
%1<V PRQWK ORQJ JOREDO FURVV ( %5* OHQWRULQJ 3URJ
OHQWRULQJ 3URJUDP ZKLFK ZLOO RFFXU IURP ODUFK WR 6HSW
%5* OHQWRULQJ SURJUDP LV RSHQ WR DOO SHUPDQHQW HP:
OHQWRULQJ SURJUDP LV RSHQ WR 6HQLRU 'LUHFWRUV DQG OC
'LUHFWRUV DQG EHORZ PHQWRUYV
a4 7KH (% DOVR KDV D %RDUG ,QFOXVLRQ 3ROLF\ ZKLFK LV UHY
WKURXJKRXW WKLV VWDWHPHQW

$00 WKH SURJUDPV UHIHUHQFHG DERYH DUH XQGHUZD\ ORQWKC
IURP SDUWLFLSDQWY LQ WKH ,QWHUQDWLRQDO 6SRQVRUVKLS 3L
JDWKHU IHHGEDFN IRU WKH ( %5* OHQWRULQJ DQG 5HYHUVH Ol
SURYLGHG WR SURJUDP RUJDQLVHUYV

7KH ,52V LGHQWLILHG LQ WKH (% V '0$ ODUJHO\ DOLJQ ZLWK WK
%1l< DW WKH JURXS OHYHO $V VXFK QR DFWLRQ SODQV ZHUH V
ZRUNHUV ULJKWYVY EHFDXVH WKHVH DFWLRQV DUH LQVWHDG FDSYV
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)XQGLQJ

a &XUUHQW DQG IXWXUH ILQDQFLDO DQG RWKHU UHVRXUFHV DU
DQG 2SH]

a 7KH 21ILFH Rl %HORQJLQJ KDV DQ DOORFDWHG EXGJHW WR [XQ
RI WKH (PSOR\HH %XVLQHVV 5HVRXUFH *URXSYV

(656 0'5 $
(656 6

$FWLRQ 30DQV DQG 5HVRXUFHV WR ODQDJH ODWHULDO ,5
&RQGXFW

30HDVH UHIHU WR ODQDJHPHQW RI 5 HODWLRQVKLSVY ZLWK 6XSSO

(656 0'5 $

OHWULFYVY DQG 7DUJHWYV

OHWULFVY DQG 7DUJHWYV LQ SHODWLRQ WR ODWHULDO 6XVWL

7KH (% LV JXLGHG E\ %1< V RYHUDUFKLQJ WDUJHWV DQG FRQW
ODWHULDO ,52 V DUH PDQDJHG WKURXJK RXU JRYHUQDQFH D
*RYHUQDQFH 6HFWLRQ DERYH

7TKHUH LV QR HIWHUQDO ERG\ RWKHU WKDQ WKH DVVXUDQFH SU|
GDWD LQFOXGHG LQ WKH VXVWDLQDELOLW\ VWDWHPHQW

(656 *29 G
(656 0'5 0 E

OHWULFV LQ 5 HODWLRQ WR ODWHULDO 6XVWDLQDELOLW\ 0D

7KH FRUUHVSRQGLQJ 'DWD 3RLQW QDPH IURP WKH ()5%$* /LVW RI
LQFOXGHG IRU HDFK PHWULF

JRU HYHU\ PHWULF GLVFORVHG SOHDVH UHIHU WR WKH PH
PHWKRGRORJLHV

(656 0'5 0
(656 0'5 0 D

/DUJHWV WR ODQDJH ODWHULDO ,52V IRU &OLPDWH &KDQJH

%1<xV FOLPDWH UHODWHG WDUJHWYVY LQFOXGLQJ WKH FRPSDQ\
UHGXFWLRQ WDUJHW DUH VHW DW WKH JURXS OHYHO %1<xV
H[SHFWHG WR VXSSRUW ORFDO HIIRUWY WKDW FRQWULEXWH WR
VFRSH RI WKH WDUJHW ERXQGDU\ %1<xV OHJDO HQWLWLHV LQI
WKH JURXS OHYHO DSSURDFK DQG ZLOO DGRSW RXWFRPH RULH

()5$* ,PSOHPHQWDWLRQ *XLGDQFH O /LVW RI (656 'DWD 3RLQWYV
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XQGHU DSSOLFDEOH UHJXODWLRQ LQ WKH MXULVGLFWLRQV LQ 7
WKHUH LV QR VSHFLILF WLPHIUDPH RU SODQ WR VHW HQWLW\ OH
VXEMHFW WR D OHJDO REOLJDWLRQ WR VHW VXFK WDUJHWYV

7TDUJHWYV LQWHQGHG WR VXSSRUW DFKLHYHPHQW RI VWUDWHJLI
6 XVWDLQDELOLW\ 2IILFH DQG VHW DW WKH JURXS OHYHO 7R VXS
DFWLRQV WKDW PD\ EH WDNHQ E\ (% PDQDJHPHQW KDYH EHHQ L
VXSSRUW RYHUDOO JURXS REMHFWLYHYV

'"HVFULSWLRQ Rl GHILQHG OHYHO RI DPELWLRQ WR EH DFKLHYHG
LQGLFDWRUV XVHG WR HYDOXDWH SURJUHVYV

7TKH (% LV D FRQWULEXWRU WR %1<xV JOREDO FOLPDWH VWU|
IROORZLQJ HPLVVLRQV UHGXFWLRQ WDUJHWYV
S5HGXFH 6FRSH DQG HPLVVLRQV E\ E\ IURP D
ZLWK D R& WUDMHFWRU\ E\ DQG
5HGXFH 6FRSH &DWHJRU\ HPLVVLRQV L H 2LO DQG *D\
LQ OLQH ZLWK D R& WUDMHFWRU\ E\

7KH (% LV D FRQWULEXWRU WR %1<xV JOREDO FOLPDWH VWUDWt
JURXSxV 6FRSH DQG HPLVVLRQV UHGXFWLRQ WDUJHW EXW
FXUUHQWO\ LQ VFRSH RI WKH *URXSxV 6FRSH &DWHJIRU\ HP L\

%1<xV 6FRSH DQG UHGXFWLRQ WDUJHW GRHV QRW FRUUHVS
+RZHYHU DV VWDWHG SUHYLRXVO\ WKH *URXS GRHV PDLQWDLC
WKH (% DQG %1< V RWKHU OHJDO HQWLWLHY DUH H[SHFWHG WR |
2SHUDWLRQV SLOODU RI %1<xV JOREDO FOLPDWH VWUDWHJ\ DC
VHWWLQJ WDUJHWYV DQG LQYHVWLQJ LQ HQHUJ\ HIILFLHQF\ SUR
FRQVROLGDWHG 6FRSH HPLVVLRQV

5HIJDUGLQJ PRQLWRULQJ HVFDODWLRQ DQG FRUUHFWLYH DF
FRQVROLGDWHG 6FRSH DQG HPLVVLRQV DQG FDOFXODWH (%:
(%xV DOORFDWHG 6FRSH DQG HPLVVLRQV ZLOO EH UHSRUWHG
7KH (% ([&R ZLOO SHULRGLFDOO\ VHHN RSHUDWLRQDO DQG PDU
LPSURYH HIILFLHQF\ $Q\ PDWHULDO FKDQJHV WR WKH 6FRSH L
HVFDODWHG E\ WKH (% ([&8R WR WKH (%xV 1R(6*&R &RPPLWWE}
DFFRXQWDEOH IRU FDVFDGLQJ DQG ZRUNLQJ ZLWK WKH UHOH
PDQDIJHPHQW WHDPV WR WDNH FRUUHFWLYH DFWLRQ DV QHHGHG

(656 0'5 7
(656 (

/TDUJHWV WR ODQDJH ODWHULDO ,52V IRU 2ZQ :RUNIRUFH
,Q DFFRUGDQFH ZLWK $UWLFOH RI WKH %HOJLDQ &RGH RI &F

DSSOLHV WR SXEOLF LQWHUHVW HQWLWLHYV VXFK DV WKH (% DV
JHQGHU VKRXOG EH UHSUHVHQWHG RQ WKH %YRDUG 7KH (% LV QF

OLQH ZLWK UHFRPPHQGDWLRQV IURP '"LUHFWLYH (8 RI Wk
WKH &RXQFLO RI 1RYHPEHU RQ LPSURYLQJ WKH JHQGHU ED
FRPSDQLHV WKH %RDUG ZLOO DVSLUH WR KDYH ZRPHQ DPRQJ

ZRPHQ DPRQJ DOO GLUHFWRUV QRQ H[HFXWLYH DQG H[HFXWL

7TKH %9RDUG ,QFOXVLRQ 3ROLF\ VHWV RXW WKH DSSURDFK WR SL
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KLIKOLJKWV WKH FULWHULD FRQVLGHUHG LQ WKH VHOHFWLC
DSSRLQWPHQW RI OHPEHUV Rl WKH %RDUG RI 'LUHFWRUV RI WKH
OHDGHUVKLS WHDP LQFOXGLQJ WKH ([&R ([WHQGHG ([HFXWLYH
%UDQFK ODQDJHUYV

%1l< VHW D \HDU DVSLUDWLRQ ZLWK WKH REMHFWLYH RI PRYLC
\HDU IURP ZRPHQ LQ (0($ VHQLRU PDQDJHPHQW LQ WR E
(% FRQWULEXWHYV WR DFKLHYLQJ WKLV DLP $V RI '"HFHPEHU

PDQDIJHPHQW ZHUH ZRPHQ DQG ZH PHW RXU REMHFWLYH DKHDC
LPSRUWDQFH RI VKDSLQJ D UHVSRQVLEOH UHSUHVHQWDWLYH D(
EH D GHVWLQDWLRQ IRU WRS WDOHQW )RU UHODWHG PHWULI
ODQDJHPHQW DQG 6XSHUYLVRU\ %RGLHV LQFOXGLQJ ODQDJHPHQ

7R HQKDQFH HPSOR\HH H[SHULHQFH DQG D VHQVH Rl EHORQJLQ
OHDGLQJ ZHOO EHLQJ DQG KHDOWKFDUH SURYLVLRQ D IOH[LEO
IULHQGO\ SROLFLHV VXSSRUWLQJ QHZ SDUHQWY DQG FDUHJLYHU
%1l< VXEPLWYV DQ DQQXDO XSGDWH DQG SXEOLVKHV VWDWXV RQ ¢

%1< GRHV QRW FXUUHQWO\ KDYH DQ\ SXEOLF WDUJHWYVY UHODV
GHYHORSPHQW

(656 0'5 7
(656 6

7DUJHWV WR ODQDJH ODWHULDO ,52V IRU %XVLQHVV &RQGX
30HDVH UHIHU WR ODQDJHPHQW RI 5HODWLRQVKLSV ZLWK 6XSSO

(656 0'5 7



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

&OLPDWH &KDQJH
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*RYHUQDQFH

,QFHQWLYHYV 6FKHPHYV

JRU GLVFORVXUH RQ WKH LQWHJUDWLRQ RI VXVWDLQDELOLW\ Ut
SOHDVH UHIHU WR (656 *29

6WUDWHJ\

TUDQVLWLRQ 30DQ IRU &OLPDWH &KDQJH OLWLJIJDWLRQ

%1< GRHV QRW FXUUHQWO\ KDYH D FOLPDWH WUDQVLWLRQ SOD
*URXS OHYHO %1< OHJDO HQWLWLHV LQFOXGLQJ WKH (% DUH

DQG ZLOO DGRSW D FOLPDWH WUDQVLWLRQ SODQ ZKHQ UHTXLUF
WKH MXULVGLFWLRQV LQ ZKLFK WKH\ RSHUDWH

(656 (

ODWHULDO ,52Vv DQG WKHLU ,QWHUDFWLRQ ZLWK 6WUDWHJ\
3O0HDVH UHIHU WR WKH ,52V LGHQWLILHG DV SDUW RI WKH '0%$ LQ
&OLPDWH 5HODWHG 5LVNV ,GHQWLILFDWLRQ

7KH '0$ ZDV FRQGXFWHG LQ RQ DQ LQKHUHQW ULVN EDVLV
FKDQJH DGDSWDWLRQ DV D PDWHULDO ULVN VSHFLILFDOO\ FRC
FOLPDWH ULVN GULYHUV WKDW PD\ OHDG WR LQFUHDVHG UHJX(
IDLOLQJ WR PHHW UDSLGO\ HPHUJLQJ FODVVLILEFDWLRQ DQG GL
MXULVGLFWLRQV ZKLFK FRXOG UHVXOW LQ UHJXODWRU\ ILQHV F
UHODWHG WUDQVLWLRQ ULVN

(656 ( (656 6%0
5SHVLOLHQFH $QDO\VLV 6FRSH

7KH (% SHUIRUPVY UHVLOLHQFH DQDO\VLV UHOHYDQW WR LWV EX
PRGHO WKURXJK YDULRXV PHDQV LQFOXGLQJ VWUHVV WHVWL
LGLRV\QFUDWLF VFHQDULRY LQWHQGHG WR PHDVXUH RQH RII HY
DERDO\WVLV WKDW FRQVLGHUV WKH SRWHQWLDO LPSDFWV RI FKD
RSHUDWHY DFURVV D YDULHW\ RI GLPHQVLRQV

3K\ WVLFDO DQG WUDQVLWLRQDO ULVNV LPSDFWLQJ RZQ RSHUD\
FRQVLGHUHG DV SDUW RI ERWK
O 7KH GHYHORSPHQW RI LGLRV\QFUDWLF VFHQDULRV ZKLFK
SK\VLFDO ULVN RQ RSHUDWLRQDO UHVLOLHQFH DQG
O &RQVLGHUDWLRQ DV SDUW RI WKH EXVLQHVV PRGHO ULVN I
IDLOXUHV LQ RSHUDWLRQDO UHVLOLHQFH GULYHQ E\ ERWK £
LPSDFW ILQDQFLDO UHVLOLHQFH
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,Q JHQHUDO WKH (% LV QRW H[SRVHG WR PDWHULDO ILQDQFLDO
RSHUDWLRQV RU IDLOXUHV RI LWV VHUYLFH SURYLGHUV LQFOXG
LQ SODFH WR OLPLW WKH LPSDFW RI IDLOXUHV WR LWV FOLHQ
HYHQWV 7UDQVLWLRQDO ULVNV DUH QRW LGHQWLILHG DV EHI
RSHUDWLRQV RU WR LWV YDOXH FKDLQ

(656 ( (656 6%0 D
5HVLOLHQFH $QDO\VLV OHWKRGRORJ\

7TUDQVLWLRQ WR D ORZHU FDUERQ HFRQRP\ DVVHVVPHQWY WDN
WHVWLQJ H[HUFLVH XVHG DV SDUW RI WKH (%xV 3LOODU H[HUFL
RQ 1*)6 WUDQVLWLRQ VFHQDULRYV LV SHUIRUPHG DORQJVLG
PDFURHFRQRPLF VWUHVYVY WHVW H[HUFLVHV

7KH (% GRHV QRW RYHUOD\ DQ\ DVVXPSWLRQV RU PRGLILFDWL
LGHQWLILHG QR PDWHULDO LPSDFW WKURXJK WKH PRGHOOLAQ.
EXVLQHVV PRGHO RU ILQDQFLDO YLDELOLW\

7KH SRWHQWLDO FRPELQDWLRQ RI EXLOGLQJ KHDWLQJ V\VWHP H
UHQHZDEOH JHQHUDWLRQ VKRXOG VXSSRUW UHGXFHG IXWXUH R
LQ GDWD SURFHVVLQJ GHPDQGV FDQ EH RIIVHW ZLWK IXUWKHU
JHQHUDWLRQ DQG RIl VLWH UHQHZDEOH HOHFWULFLW\ SURFXUHF

1IRWHG SUHYLRXVO\ WKH (% FRQGXFWHG FOLPDWH FKDQJH VWU
1*)6 3KDVH ,,, DV HQULFKHG E\ ORRG\ V 7KH WLPH KRUL]JRQ RI

ZLWK WKH DVVXPSWLRQ WKDW WKH EDODQFH VKHHW DQG V
RQ WKLV ORQJHU KRUL]JRQ DW FRQVWDQW SULFHV

JRU FRQVLVWHQF\ UHDVRQV DOO VFHQDULR VKRFNV DUH DSSOL
-DQXDU\ 6WUHVVHG LPSDFWVY DUH REVHUYHG DV IURP 4
WKH QH[W \HDUV 6RPH UHFRYHU\ LV DFWHG LQ VRPH RI WKH
PDFURHFRQRPLF YDULDEOHYV

(656 ( (656 6%0 $5 E
(656 ( (656 6%0 E
(656 ( (656 ,52 $5 G

5HVXOWYV RI 5HVLOLHQFH $QDO\VLV

7KH (% DV SULPDULO\ D FXVWRGLDQ EDQN RSHUDWHV D OLDELC
UHYHQXH SULPDULO\ IURP IHH EXVLQHVYV UDWKHU WKDQ WKURXJ
DVVHWY ORVW DVVHWY RQ WKH EDODQFH VKHHW DUH ORZ ULVN
XVHG LQ VXSSRUW RI WKH OLDELOLWLHYVY RI WKH EDQN )LQDQFL
PXOWLSOH IDFWRUV LQFOXGLQJ WKH KHDOWK RI WKH PDFURHF
SURGXFWV DQG YDULRXV RWKHU FRPPHUFLDO FRQVLGHUDWLR
FRPPHUFLDO DQDO\WHYVY DUH XVHG WR GHWHUPLQH ZKHWKHU FOL
WKH GULYHUV RI WKH (%xV VWUDWHJ\ DQG DUH GHVFULEHG EH
ZKLFK ODUJHO\ UHODWH WR VXSSRUW SRUWIROLRV XVHG WR I
WKHUHIRUH VWUDWHJLFDOO\ GULYHQ E\ WKH PDQDJHPHQW RI
LPSDFWHG E\ FOLPDWH UHODWHG ULVNV LQ D VWUDWHJILF VHQVH
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$V D UHVXOW WKH (% KROGV D VXEVWDQWLYH H[FHVV RI FDSLWL
E\ WKH XVH RI FDSLWDO QRU RSWLPLVDWLRQ RI FDSLWDO WKUR
EDODQFH VKHHW

6FHQDULR DQDO\VLY EDVHG RQ WKH PDFURHFRQRPLF LPSDFWYV
JHQHUDWHG E\ 1*)6 RU VSHFLILF LGLRV\QFUDWLF HYHQWV VX
WUDQVLWLRQDO HYHQWYV ERWK VKRZ OLPLWHG ILQDQFLDO PDW
FRPSDUHG WR VWUHVVY WHVWY EDVHG RQ VHYHUH EXW SODXVLEC

&OLPDWH VWUHVV WHVWLQJ SHUIRUPHG RQ WKH EDVLV RI WKH |
PDFURHFRQRPLF VFHQDULR WKDW GRHV QRW JHQHUDWH PDWHL
VXFK GRHV QRW VXJJHVW VSHFLILF YXOQHUDELOLWLHV IRU
PDFURHFRQRPLF VFHQDULR UHVXOWY DUH JHQHUDOO\ GLIILFXO
DQ\ VSHFLILF GULYHU RI WKH VFHQDULR KHQFH WKH UHVXOWYV
WDQJLEOH DQG DFWLRQDEOH RXWFRPHV IRU WKH (%

2Q D ELDQQXDO EDVLV WKH ODVW LWHUDWLRQ EHLQJ W K
DQDO\VLV 7KLV DQDO\VLV FRQVLGHUV SRWHQWLDO ULVNV JHQH
DQG WUDQVLWLRQDO DV PD\ UHODWH WR VWUDWHJILF YLDELOL!
FKDQJHV WR PDUNHWV LQ ZKLFK ZH RSHUDWH UHSXWDWLRQDO
FOLPDWH GULYHQ UHVLOLHQFH IDLOXUHV

$W WKH FXUUHQW WLPH EDVHG RQ REVHUYHG PDUNHW UHJXOD
WUHQGV RU ULVN FRQVLGHUDWLRQV KDYH EHHQ LGHQWLILHG W
ULVN :KLOH WKH RXWFRPH RI VXFK VFHQDULRYV PD\ EH XQFHUW
FRQGLWLRQV DUH GLIILFXOW WR DQWLFLSDWH WKH RXWFRPH
LQFOXGHV FRQVLGHUDWLRQ RI FRQWUROV LQ SODFH DQG SRWH
VKRXOG DQ\ VXFK K\SRWKHWLFDO FKDQJHV WR WKHVH VWUDWHJI

:KLOH FOLPDWH FRQVLGHUDWLRQV DUH OLNHO\ WR LPSDFW FHU
WKURXJK LPSDFWLQJ FRPSRVLWLRQ RI FROODWHUDO SRROV Jl
WKHVH DUH QRW DQWLFLSDWHG WR JHQHUDWH ULVN WR (% DV
FKDQJH H[LVWLQJ SURGXFW RIIHULQJV

)XWXUH FKDQJHV LQ FOLHQW GHPDQGV PD\ OHDG WR SRWHQWL
FRQVLGHUHG LQ WKH GHYHORSPHQW RI FOLPDWH UHODWHG VHL
JHQHUDWH ULVN UHPDLQ DVVHVVHG DV ORZ PDWHULDOLW\

%DVHG RQ WKH UHVXOWY RI RXU FOLPDWH VFHQDULR DQDO\VLV
DQ\ PDWHULDO ULVNV ZH GR QRW FXUUHQWO\ DVVHVV WKHUH W
EXVLQHVY PRGHO WR DGDSW WR FOLPDWH FKDQJH

(656 ( (656 6%0 F
(656 ( (656 6%0 $5 E

'"HVFULSWLRQ RI WKH 3URFHVVHV WR ,GHQWLI\ DQG $VVHYV
, 52V

7TKH (% V EXVLQHVV PRGHO SULPDULO\ IRFXVHG RQ FXVWRG\ V
WUDGLWLRQDO EDQNLQJ DFWLYLWLHY 8QOLNH UHWDLO DQG ZKF
DFWLYLWLHYV L H EXVLQHVY ORDQV SURMHFW ILQDQFH PRW
FRPPHUFLDO UHDO HVWDWH ILQDQFLQJ RU LQYHVWPHQW DFWL"
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XQOLVWHG HTXLW\ ZKLFK DUH W\SLFDOO\ DVVRFLDWHG ZLWK |

2XU VRYHUHLJQ H[SRVXUH LV OLPLWHG WR GHEW VHFXULWLH
DVVHWYVY ZKLFK WKH (% LV UHTXLUHG WR PDLQWDLQ ZLWK OLF
HPLVVLRQV 3HU WKH 7D[RQRP\ UHJXODWLRQ WKHVH H[SRVXUI
SOHDVH UHIHU WR (8 WD[RQRP\ VHFWLRQ

*LYHQ WKHVH FRQVLGHUDWLRQV 6FRSH FDWHJRULHV GL
ILQDQFLDOO\ PDWHULDO WRSLFV IRU WKH (% $FFRUGLQJO\ RXU
HQYLURQPHQWDO IRRWSULQW 6FRSHV DQG ZKHUH ZH FDQ KD

7KH UHVXOWV RI RXU '0$ LQGLFDWH WKDW WKH IROORZLQJ HQ
WKH (%
6FRSH *+* (PLVVLRQV O LPSDFW *+* [URP WKH XVH RI |

FOLPDWH FKDQJH FDXVLQJ VHYHUH ZHDWKHU HYHQWYV
FRQWULEXWH WR UHGXFHG DLU TXDOLW\ ULVLQJ WHPSHUI
VRFLDO LPSDFW

(QHUJ\ &RQVXPSWLRQ O LPSDFW WKH FRQVXPSWLRQ DQG |
HQHUJ\ OHDG WR *+* HPLVVLRQV ZKLFK FDXVH ULVLQJ WHF
HFRV\VWHPV HQYLURQPHQWDO LPSDFW GHSOHWH QDWX
DYDLODELOLW)\ IRU IXWXUH JHQHUDWLRQV VRFLDO LPSDFW

7KHVH PDWHULDO HQYLURQPHQWDO LPSDFWV LGHQWLILHG E\ WK
PDWWHUV DUH DGGUHVVHG E\ %1< V JOREDO FOLPDWH VWUDWH
(PLVVLRQV DQG (QHUJ\ &RQVXPSWLRQ LPSDFWV 3LOODU RI

6XVWDLQDEOH 2SHUDWLRQV LQFOXGHV WZR UHOHYDQW IRFXV |
5HQHZDEOH (QHUJ\

$V SDUW RI WKH *UHHQ %XLOGLQJV IRFXV DUHD ZH ZRUN WR R
LQFUHDVHV HQHUJ\ HIILFLHQF\ DQG UHGXFHV WKH HPLVVLRQ
FRQVXPSWLRQ 7R VXSSRUW WKLV HIIRUW %1< FXUUHQWO\ PHD\
HPLVVLRQV LQFOXGLQJ RXU JOREDO FRQVROLGDWHG 6FRSH
RSHUDWLRQDO HPLVVLRQV DUH SULPDULO\ GULYHQ E\ WKH SRZ]
EXLOGLQJY DQG GDWD FHQWUHV 6FRSH HPLVVLRQV LQFOXGH
FRPEXVWLRQ RI IXHOV LQ HTXLSPHQW WKDW LV RZQHG RU FRQW.U
ERLOHUV XVHG IRU KHDWLQJ 6FRSH HPLVVLRQV LQFOXGH WKR)\
RI HQHUJ\ FRQVXPHG RQ VLWH 6FRSH HOHFWULFLW\ HPLVVLRQ
RSHUDWLRQDO HPLVVLRQV

‘H KDYH VHW WDUJHWV WR UHGXFH RXU RSHUDWLRQDO HPLVVL
6FRSH ORFDWLRQ EDVHG HPLVVLRQV 6SHFLILFDOO\ DW WKH .
UHGXFH RXU JOREDO FRQVROLGDWHG 6FRSH DQG 6FRSH OR

E\ UHODWLYH WR D EDVHOLQH LQ OLQH ZLWK WKH 3DU
D PD[LPXP JOREDO DYHUDJH WHPSHUDWXUH ULVH RI p& %\

UHGXFWLRQ LQ RXU 6FRSH DQG 6FRSH ORFDWLRQ EDVH<
PDLQWDLQHG RU H[FHHGHG RXU UHGXFWLRQ WDUJHW LQ HYHU\ \
RI DV Rl \HDU HQG 'XULQJ ZH FRQGXFWHG DGGLWLR
OHYHO DQG LGHQWLILHG D PRUH DPELWLRXV WDUJHW FRQVLV\
WHPSHUDWXUH ULVH Rl  p& %DVHG RQ WKDW DQDO\VLV ZH KD

RXU JOREDO FRQVROLGDWHG 6FRSH DQG 6FRSH ORFDWLRQ
UHODWLYH WR D EDVH \HDU

%YURDGHU UHGXFWLRQV LQ RXU 6FRSH DQG *+* HPLVVLRQV
RSHUDWLRQDO HQHUJ\ HIILFLHQF\ SURMHFWY FKDQJHV LQ RXU
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HOHFWULFLW\ JULG HPLVVLRQV LQWHQVLW\ (QHUJ\ UHODWHG XS
HQHUJ\ PHWHUV DQG VRIWZDUH EXLOGLQJ FRQWUROV KLJK HII
VI\VWHPV DQG SODQQHG VRODU 39 LQVWDOODWLRQV KDYH DQG
HPLVVLRQV $V D FULWLFDO FRPSRQHQW RI RXU HPLVVLRQV UL
UHGXFH GDWD FHQWUH UHODWHG HQHUJ\ XVH ,Q RXU GDLO\ P
FHQWUHY WKH SRZHU XVDJH HIITHFWLYHQHVYV LV PRQLWRUHG WR

$V SDUW RI WKH 5HQHZDEOH (QHUJ\ IRFXV DUHD ZH ZRUN WR GH
RQ VLWH DQG SURFXUH HQHUJ\ IURP UHQHZDEOH DQG QRQ HPL)\
UHPDLQGHU RI RXU HQHUJ\ QHHGV ,Q RI WKH HOHFWUL
ORFDWLRQV LQFOXGLQJ RXU GDWD FHQWUHV ZDV EDFNHG E\ L
DFKLHYHG WKURXJK WKH XVH Rl 5(&V ZKLFK DUH ZLGHO\ DF
LQVWUXPHQWY WKDW FRQYH\ WKH HQYLURQPHQWDO DWWULEXW
XV H

$V SDUW RI WKH '0$ SURFHVV WKH (% DVVHVVHG SRWHQWLDO S
7KLY DVVHVVPHQW LQFOXGHG ZKHWKHU RU QRW DVVHWY DQG E>
SK\VLFDO FOLPDWH UHODWHG KD]DUGV 7ZR SRWHQWLDO ULVNYV
WKH SXUSRVH RI WKLY DVVHVVPHQW

((WUHPH ZHDWKHU HYHQWV FDQ OHDG WR RXWDJHV VXSS
UHORFDWLRQ UHVWRUDWLRQ FRVWV DQG

((WUHPH ZHDWKHU HYHQWV FRXOG MHRSDUGLVH FOLHQWYV
GHIHUUHG ORDQ UHSD\PHQWY DQG RU LQFUHDVHG ZLWKGU
VROYHQF\ RI WKH EDQN

%RWK SRWHQWLDO ULVNVY ZHUH DVVHVVHG DFURVYV ILQDQFLDO
FRPSOLDQFH UHJXODWRU\ GLPHQVLRQV 7LPH KRUL]JRQ OLNHOLK
YDOXH FKDLQ WKH ULVN PD\ RFFXU ZHUH DOVR DVVHVVHG 7KH U
ERWK SRWHQWLDO SK\VLFDO ULVNV ZHUH LPPDWHULDO WR WKH (

30HDVH UHIHU WR (656 %3 D E IRUGLVFORVXUH RQ 7LPH +
(656 ( (656 ,52 D $5 $5 D E

(656 ( ,52 F

(656 6%0 F LL

&OLPDWH UHODWHG 5LVN $VVHVVPHQWY IRU %XVLQHVYV $FW

$VVHVVPHQW Rl ULVN FRQVLGHUV ERWK SK\WLFDO DQG WUDQ\
DFURVV GLIIHULQJ WLPH KRUL]JRQV DV GHVFULEHG ZLWKLQ WK
FOLPDWH DQG HQYLURQPHQWDO ULVN UHSRUW DUWLFXODWHV F
WKDW PD\ LPSDFW WKH ILQDQFLDO DQG QRQ ILQDQFLDO ULVN SU
PDQDJHPHQW KDV DVVHVVHG DOO SRWHQWLDO WUDQVPLVVLRQ
SK\WLFDO ULVN VRXUFHV IRU PDWHULDOLW\ 7KH RXWSXWV R
VXEVHTXHQW SURFHVVHV LQFOXGLQJ EXW QRW OLPLWHG WR
SURFHVVHV ,&$$3 ODQDJHPHQW ,QIRUPDWLRQ 5HSRUWLQJ .5, G
6FHQDULR $QDO\VLV

(656 ( (656 ,52 $5 F

‘H GHILQH WUDQVLWLRQ ULVN DV ULVNV DVVRFLDWHG ZLWK WK
7TKHVH LQFOXGH ILVFDO SROLF\ OHJLVODWLRQ WHFKQRORJLI
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FRQVXPHU VHQWLPHQW FKDQJHV WKDW PD\ LPSDFW WKH VWUDW
UHSXWDWLRQDO ULVNV RI WKH EDQN

'XULQJ WKH '0$ WUDQVLWLRQ ULVN ZDV LQWHJUDWHG DV D ULV
FRQVLVWHQW ZLWK RXU (50 )UDPHZRUN DQG WKH JURXS OHYHC
FOLPDWH FKDQJH ORRNHG DW WKH SRVVLELOLW\ RI D VKLIW LQ F
ZRXOG WKHQ H[SHULHQFH D GHFUHDVH LQ EXVLQHVV GXH WR

VWUDWHJ\ IRU WUDQVLWLRQLQJ WR D ORZ FDUERQ HFRQRP\ %I
VWDNHKROGHUY WKLV ULVN GULYHU ZDV DVVHVVHG DV QRW |
KRUL]RQV 7LPH KRUL]RQV IRU WKH '0$ ZHUH DGGUHVVHG LQ SUH
WKH (% ULVN SURILOH DW WKH FXUUHQW WLPH ZKLOH UHFRJQLV

(656 ( (656 ,52 $5 D

*LYHQ RXU EXVLQHVV PRGHO WUDQVLWLRQ ULVN ZDV DVVHVYV
LQWHUQDO WKUHVKROGYV 7KH (%xV H[SRVXUH WR VHFWRU DQG
E\ FOLPDWH FKDQJH LV OHVV WKDQ SHUFHQW IRU ERWK FUHGL'

(%xV EXVLQHVV PRGHO LV PDLQO\ WR SURYLGH FXVWRGLDO VHU
DQG RXU EDODQFH VKHHW UHIOHFWY QR OHQGLQJ OLPLWHG WU
FRQVLVWLQJ ODUJHO\ RI VWURQJO\ UDWHG JRYHUQPHQW ERQG)\
SHUVSHFWLYH ORVV RI FOLHQWY GXH WR (6* UHODWHG PDWWH !
JLYHQ D QXPEHU RI FRQVLGHUDWLRQV LQFOXGLQJ WKH FRPS
UHODWLRQVKLS DQG ODFN RI KLVWRULFDO HYLGHQFH $V VWDWI
LPPDWHULDO IRU (% DVVHWYV DQG EXVLQHVV DFWLYLWLHV ZHUH

(656 ( (656 ,52 $5 E F

%1l< (% XQGHUWDNHYV D UHJXODU DVVHVVPHQW SURFHVV WR L
VKRUW PHGLXP DQG ORQJ WHUP KRUL]JRQV $VVHVVPHQW R
TXDQWLWDWLYH WKUHVKROGV RI ORVV SRWHQWLDO DQG XWL
TXDQWLWDWLYH GDWD ZKHUH DYDLODEOH 4XDQWLWDWLYH GDW
VWUHVV WHVWV RU VFHQDULR DQDO\VLV DQG H[WHUQDO PHWU
FKDQJHV LQ WKH ULVN SURILOH

5LVN VSHFLILF VFHQDULR DQDO\VLV LV XVHG WR VXSSRUW WKH L

O 7TUDQVLWLRQ ULVN GULYHQ PDUNHW UHODWHG ULVNV LPSDF
WKURXJK XVH RI WKH 1*)6 ORQJ WHUP HFRQRPLF VFHQDULR
PDUNHW VKRFEN 6FHQDULR RXWFRPHVY DUH XVHG DV SI
PDQDJHPHQW RI WKHVH ULVNV DOWKRXJK WKH\ FRQVLGHU
UDWKHU WKDQ WKH LPSDFW RI FOLPDWH ULVN GLUHFWO\ 7K
VXSSRUW DVVHVVPHQW RI PDWHULDOLW\ RI FOLPDWH ULVN (
LV QRW PDWHULDO

O 2SHUDWLRQDO ULVNV UHODWLQJ WR SK\VLFDO ULVNV DV PD\
DUH LQFRUSRUDWHG LQWR WKH VFHQDULR VHOHFWLRQ IRU
UHTXLUHPHQWY 7KH RXWFRPH RI WKHVH EHVSRNH VFHQDUL
UHODWLQJ WR SK\WLFDO ULVN HYHQWYV LV XVHG WR VXSSRU)
ULVN GULYHQ RSHUDWLRQDO ULVN UHODWLQJ WR SUHPLVHYV

O /LTXLGLW\ ULVN RXWIORZ VFHQDULRY DUH GHYHORSHG WK
VFHQDULRY LQFOXGLQJ DVVHVVPHQW RI RXWIORZ VFHQDU
DJDLQVW KLVWRULFDO RXWIORZV IROORZLQJ QDWXUDO FD
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WKHVH VFHQDULRY DUH QRW PDWHULDO DQG DUH QRW XVHC
WHVWLQJ

O %XVLQHVV PRGHO ULVN EHVSRNH VFHQDULRY DUH XVHG EL L
FKDQJHV WR PDUNHW RU FOLHQW GHPDQGV RQ ILQDQFLDO U

$GGLWLRQDOO\ SRUWIROLR OHYHO VWUHVV WHVWLQJ LV XVHG W
RYHUDOO ILQDQFLDO UHVLOLHQFH RI WKH JURXS *LYHQ WKH OF
VWUHVV WHVWY WR GDWH KRZHYHU WKHVH UHVXOWY DUH QRW

2YHUDOO JLYHQ WKH ORZ ULVN OLDELOLW\ GULYHQ QDWXUH RI
DUH QRW XVHG LQ VXSSRUW RI LGHQWLILFDWLRQ RU DVVHVVPHC
QRW IDFLOLWDWH OHQGLQJ RU RWKHU FRPPHUFLDO EDQNLQJ DF
EURDGHU H[WHUQDOO\ GULYHQ PDUNHW VFHQDULRVY VXFK DV
WHFKQRORJLFDO FKDQJH GULYHQ IURP FOLPDWH ULVN VXFK DV \
ZLWK OHQGLQJ RU PDUNHW GULYHQ EDODQFH VKHHWY :KHUH X
DGGLWLRQDO GDWD SRLQW XVHG WR YDOLGDWH WKDW WKHVH UL

7KH (% GRHV QRW FXUUHQWO\ LQFOXGH FOLPDWH UHODWHG DV\
7KHUHIRUH WKH DSSOLFDELOLW\ RI WKH FOLPDWH VFHQDULRYV
FRQWH[W

(656 ( (656 ,52
(656 ( (656 ,52 $5
(656 ( (656 ,52 $5

,PSDFWV 5LVNV DQG 2SSRUWXQ|

S3ROLFLHY DQG 30DQV UHODWLQJ WR &0OLPDWH &KDQJH

%1< GRHV QRW PDLQWDLQ D IRUPDO FRUSRUDWH SROLF\ IRU FO
HQWLWLHY LQFOXGLQJ WKH (% DUH SDUWLFLSDQWYV LQ WKH *UF
VHSDUDWH FRUSRUDWH SROLFLHV IRU FOLPDWH FKDQJH PLWLJDV

+RZHYHU WKH *URXS GRHV PDLQWDLQ D JOREDO FOLPDWH VWU

OHJDO HQWLWLHV FRQWULEXWH WR 7KH 6XVWDLQDEOH 2SHU|I

VWUDWHJ\ IRFXVHV RQ FOLPDWH FKDQJH PLWLJDWLRQ E\ VHWW

HIILFLHQF\ SURMHFWVY WR UHGXFH WKH FRPSDQ\ V JOREDO FRQ'

%1l< VHW D WDUJHW WR UHGXFH WKH FRPSDQ\ V JOREDO FRC
ORFDWLRQ EDVHG *+* HPLVVLRQV E\ UHODWLYH WR D ELC
§& SDWKZD\

7R PLWLJDWH JOREDO FRQVROLGDWHG 6FRSH DQG HPLVVLROQ
HQHUJ\ HIILFLHQF\ RI LWV EXLOGLQJV SURFXUH RI HOHFWUL
LQ RQ VLWH UHQHZDEOH SRZHU JHQHUDWLRQ DQG RIIVHW DQ\
WKDW FDQQRW EH RWKHUZLVH DEDWHG WKURXJK WKH FRPSDQ\ \
DOVR LQWHQGY WR PDLQWDLQ FDUERQ QHXWUDOLW\ DQQXDOO\
6FRSH LQFOXGLQJ RXU GDWD FHQWUHVY DQG 6FRSH &DWHJF
WKURXJK D FRPELQDWLRQ RI UHDO HPLVVLRQV UHGXFWLRQV DQC

$V D VXEVLGLDU\ RI %1< WKH (% FRQWULEXWHV WR %1l<xV F(
VWUDWHJI\ 7KH (% UHIOHFWYVY D FRPSRQHQW RI %1< V 6FRSH D
DQG VXSSRUWYV ORFDO PLWLIJDWLRQ HIIRUWYVY WR UHGXFH WKHVFE
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DQ DQQXDO EDVLV WKH (% PRQLWRUV LWV FRQWULEXWLRQ WR
6FRSH IRRWSULQW EDUULQJ XQDQWLFLSDWHG FKDQJHV WR WK
PRUH EURDGO\ $GGLWLRQDOO\ WKH (% DOVR SURYLGHV LQSX\
HITRUWV LQFOXGLQJ IDFWRUV VXFK DV LQYHVWPHQWYV LQ VLWH
FHQWUH DQG +9%$& VI\VWHPV DQG HPSOR\HH OHG HQHUJ\ HIILFLHC

%1< V JOREDO FOLPDWH VWUDWHJI\ VXSSRUWV FOLPDWH FKDQJH
7TKH (% LV IXO0O\ VXEMHFW WR JURXS SROLF\ DQG KDV DGRSW
FDVFDGHG E\ WKH JURXS

(656 ( D
3ROLFLHV IRU &OLPDWH &KDQJH $GDSWDWLRQ

%1< PDLQWDLQV D JOREDO FOLPDWH VWUDWHJI\ WKDW WKH (%
H[SHFWHG WR DGRSW DQG FRQWULEXWH WR +RZHYHU %1< GRF
SROLF\ IRU FOLPDWH FKDQJH DGDSWDWLRQ 7KH O&OLPDWH 5LV
FOLPDWH VWUDWHJI\ IRFXVHV RQ FOLPDWH FKDQJH DGDSWDYV
FRQVLGHUDWLRQV LQWR WKH EXVLQHVV DFURVV WKH 7KUHH /L
FRQWLQXLW\ RI EXVLQHVV RSHUDWLRQV E\ LGHQWLI\LQJ DQG PL
LPSDFWYV

&OLPDWH ULVN FRQVLGHUDWLRQV DUH LQFRUSRUDWHG LQWR %1
W\SHV DQG SURYLGHV D IRXQGDWLRQ IRU KRZ FOLPDWH UHODYV
EXVLQHVV DV XVXDO ULVN DVVHVVPHQW SUDFWLFHV $V D GULY!
SROLFLHVY GR QRW H[LVW EXW UDWKHU DUH HPEHGGHG ZLWKLC
GHFLVLRQ PDNLQJ

%1l< FRQVLGHUV FOLPDWH HQYLURQPHQWDO DQG RWKHU VRFLDC
GULYHUV LPSDFWLQJ ILQDQFLDO ULVNV VXFK DV &UHGLW O0DU}
ULVNV VXFK DV 2SHUDWLRQDO DQG 6WUDWHJILF 5LVNV DQG LQ
5LVN %1<xV FOLPDWH ULVN GULYHU DVVHVVPHQW LQFRUSRUDW
WUDQVLWLRQ ULVN

%1l1< DOVR LQFRUSRUDWHY FOLPDWH ULVN PDQDJIJHPHQW VWUDWI
ZRUNV WR DGDSW WR SRWHQWLDO SK\VLFDO FOLPDWH ULVNYV
EXVLQHVV FRQWLQXLW\ VXFK DV

O ([HUFLVLQJ JHRJUDSKLFDOO\ GLVWULEXWHG ZRUNIRUFH ED(
ZLGH DUHD GLVUXSWLRQV

O *HRJUDSKLFDOO\ GLYHUVLI\LQJ RXU SK\VLFDO ORFDWLRQV

FHQWUHVY WR PLQLPLVH FRQFHQWUDWHG H[SRVXUH DQG SUI

RWKHU SK\WLFDO ULVNV

,QFRUSRUDWLQJ EDFNXS VIVWHPV LQ WHFKQRORJ\ DQG GDW

+DUGHQLQJ RXU SK\WLFDO ORFDWLRQV WR EHWWHU HQGXUH

GLVDVWHUV DQG H[WUHPH ZHDWKHU HYHQWYV WKURXJK IORR

K\GUR EDUULHU LQVWDOODWLRQ WKH HOHYDWLRQ DQG U

LQVWDOODWLRQ RI DGGLWLRQDO SXPSLQJ HTXLSPHQW DQC

JHQHUDWLRQ DQG

O ODLQWDLQLQJ DSSURSULDWH HQJDJHPHQW ZLWK JRYHUQPHC
ZH KDYH D SK\VLFDO SUHVHQFH WR IDFLOLWDWH WLPHO\ H[F
RWKHU HPHUJHQF\ PDQDJHPHQW LQIRUPDWLRQ

oo
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7KH (% DGRSWV %1<V DSSURDFK WR FOLPDWH FKDQJH DGI
LPSOHPHQWDWLRQ Rl %1< V ULVN PDQDJHPHQW DSSURDFK DQG
DSSURDFK LV SUHPLVHG RQ FRQVLGHULQJ DQG ZKHUH DSSUI
PHDVXUHYV
O (QKDQFHG GXH GLOLJHQFH DQG JRYHUQDQFH WKH (% PRC
VHEFWRUV DQG JHRJUDSKLHV WKDW PD\ SUHVHQW KLJKHU
HQYLURQPHQWDO UHODWHG LPSDFWV SDUWLFXODUO\ LQ WK
O &0LHQWY DQG 3URGXFWV %1< KDV LPSOHPHQWHG HQKDQFH
ULVNV IRU QHZ DQG H[LVWLQJ SULRULWLVHG FOLHQWV ZK|
ZKHUH UHOHYDQW
O ODWHULDOLW\ $VVHVVPHQW FRPSOHPHQWY WKH H[LVWLQJ
HQDEOH WKH EXVLQHVV WR HIIHFWLYHO\ LQFRUSRUDWH DQ!
RWKHU (6* UHODWHG ULVNV DQG RSSRUWXQLWLHVY 7KH DVV
SROLF\ JRYHUQDQFH DQG WKH WKUHH OLQHV RI GHIHQFH \
DGKHUHQFH WR LQFUHDVHG UHJXODWRU\ UHTXLUHPHQWYV
O &0OLPDWH DQG (QYLURQPHQWDO 5LVN ORQLWRULQJ JUDPHZF
DQG PRQLWRU SRWHQWLDOO\ PDWHULDO LPSDFWV RI & ( UL
OHWULFV WKDW DUH XVHG WR PHDVXUH DQG PRQLWRU LPS
LQFOXGH L H[SRVXUHV WR VHFWRUV DQG JHRJUDSKLHV L«
KLJKHU YXOQHUDELOLW\ WR FOLPDWH FKDQJH DQG HQYLUF
UHYHQXH FRQFHQWUDWLRQV Rl FOLHQWYV LQ KLJKO\ PRGHL
RSHUDWLRQDO ULVN HYHQWYV RU FRQWLQJHQF\

(656 ( E

6XVWDLQDELOLW\ ODWWHUV $GGUHVVHG E\ 3ROLF\ IRU
(IT'LFLHQF\ DQG 5HQHZDEOH (QHUJ\

7KH O6XVWDLQDEOH 2SHUDWLRQVx SLOODU RI %1<xV JOREDO FO
EXLOGLQJY DQG HQHUJ\ HIILFLHQF\ $V SDUW RI WKLV ZRUN %
HIILFLHQF\ RI WKH FRPSDQ\xV EXLOGLQJVY JOREDOO\ LQFOXGL(
UHGXFH WKH HPLVVLRQV DVVRFLDWHG ZLWK WKH FRPSDQ\xV JOR

%YURDGHU UHGXFWLRQV LQ %1<xV JOREDO FRQVROLGDWHG 6FRS
JHQHUDOO\ WKH UHVXOW RI RSHUDWLRQDO HQHUJ\ HIILFLHQF\
FRUSRUDWH UHDO HVWDWH IRRWSULQW DQG FKDQJHV LQ ORF
(QHUJ\ UHODWHG XSJUDGHV VXFK DV LQYHVWPHQWYV LQ UHDO
EXLOGLQJ FRQWUROV KLJK HIILFLHQF\ KHDWLQJ DQG DLU FRQGL
LQVWDOODWLRQVY KDYH DQG ZLOO FRQWLQXH WR IXUWKHU UHGX
6FRSH HPLVVLRQV

'KLOH QRW D IRUPDO FRUSRUDWH SROLF\ %1< V JOREDO FOLPDYV
HIIRUWY DFURVV WKH FRPSDQ\ 7KH (% LV D FRPSRQHQW RI DQ
DSSURDFK WR HQHUJ\ HIILFLHQF\ DQG VXSSRUWLQJ LQLWLDWLYH
(656 ( F G

$FWLRQV

'"HFDUERQLVDWLRQ OHYHU W\SH
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‘H DUH OHYHUDJLQJ VHYHUDO GHFDUERQLVDWLRQ OHYHUV WR D
QHZ 6FRSH DQG 6FRSH ORFDWLRQ EDVHG *+* UHGXFWLRC
ZRUNLQJ WR LQFUHDVH WKH HQHUJ\ HIILFLHQF\ Rl RXU EXLOGLQ
SRZHU JHQHUDWLRQ 1RWHG SUHYLRXVO\ EURDGHU UHGXFWLR
EDVHG *+* HPLVVLRQV DUH JHQHUDOO\ WKH UHVXOW RI RSHUL
FKDQJHV LQ RXU UHDO HVWDWH IRRWSULQW DQG GDWD FHQWUHF
HPLVVLRQV LQWHQVLW\ (QHUJ\ UHODWHG XSJUDGHV VXFK DV
PHWHUV DQG VRIWZDUH EXLOGLQJ FRQWUROV KLJK HIILFLHQF\
DQG SODQQHG VRODU 39 LQVWDOODWLRQV KDYH DQG ZLOO FRQ\

(656 ( D
$OORFDWLRQ RI 5HVRXUFHYV

(% LV D FRQWULEXWRU WR %1<xV FOLPDWH DQG HPLVVLRQV I
GHFDUERQLVDWLRQ OHYHUV IRU %l< V 6FRSH DQG 6FRS
HPLVVLRQV UHGXFWLRQ WDUJHW RSHUDWLRQDO HQHUJ\ HIILFL!
UHVRXUFHYVY &KDQJHV WR WKH JOREDO UHDO HVWDWH IRRWSUI
UHTXLUH WKH DOORFDWLRQ RI UHVRXUFHV %l< RWKHUZLVH RQ
LPSURYHPHQWY LQ WKH HPLVVLRQV LQWHQVLW\ RI ORFDO HOHFW

%1< V FDSLWDO SODQQLQJ SURFHVV LQFOXGHV DOORFDWLRQV
LQLWLDWLYHV 7KHUH LV DQ RSSRUWXQLW\ IRU %1< WR IXUWKI
UHGXFWLRQ JRDOV DQG WR WDNH D PRUH IRUZDUG OHDQLQJ VW
HQHUJ\ XVH LQ OLJKW RI DOWHUHG SK\VLFDO DQG UHJXODWRU\
VXFK DV KLJK HIILFLHQF\ FKLOOHUV ERLOHUV DQG KHDW UHFR
SHUIRUPDQFH DQG DPLGVW ULVLQJ WHPSHUDWXUHV FDQ D
UHOLDELOLW\ %1< GLVFXVVHV DQG PDQDJHV WKHVH DQG RWKI
LQWHUQDOO\ WKURXJK UHJXODUO\ VFKHGXOHG EL ZHHNO\ PHHW
(VWDWH 2SHUDWLRQDO 6XVWDLQDELOLW\ DQG )LQDQFH

(656 (  $5
OHWULFVY DOQG 7DUJHWYV

(QHUJ\ &RQVXPSWLRQ DQG OL[ IRU WKH (%



7+( %$1. 2) 1(: <25. 0(//21 6% 19
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(QHUJ\ FRQVXPSWLRQ DQG PL]J
7RWDO IRVVLO HQHUJ\ FRQVXPSWLRQ O0:K

<HDU 1 O0:

6KDUH RI IRVVLO VRXUFHY LQ WRWDO HQHUJ

\ FRQVXPS

WLRQ

&RQVXPSWLRQ IURP QXFOHDU VRXUFHV 0

K

UH RI FRQVXPSWLRQ IURP QXFOHDU VRX
XPSWLRQ

JFHV LQ WH

RWDO HQH

O FRQVXPSWLRQ
LVLQJ LQGXVWUL
EOH K\GURJHQ

) LQFO

FHV
DVWH RI E

GL
RO

L

Q
XGLQJ E
LRORJLF |

XPSWLRQ RI SX
J IURP UHQHZD

1G HOHFWU

LFLW\ KH

K

DRQ IXHO U

HQHZDEO

7TRWDO UHQHZDEOH HQHUJ\ FRQVXPSWLR
VXP RI OLQHV WR

Q 0:K FD

DFXODWH(

6KDUH RI UHQHZDEOH VRXUFHVY LQ WRWDO H

QHUJ\ FRQ

VXPSWLRC

7RWDO HQHUJ\ FRQVXPSWLRQ 0:K FDOFXO
DQG

DWHG DV W

KH VXP RI

(656 ( D E F L LL LLL

( $5

*URVV 6FRSHV DQG

DQG 7TRWDO *+* HPLVVLRQV IRU WKH ({

6FRSH *+* (PLVVLRQV

*URVV 6FRSH *+* HPLVVLRQV W&2 HT

SHUFHQWDJH RI 6FRSH

*+* HPLVVLRQV IURP UHJ

ODW

1G HPLVV]

6FRSH *+* (PLVVLRQV

*URVV ORFDWLRQ EDVHG 6FR

*|

SH #+* HP

LVVLRQV

*URVV PDUNHW EDVHG 6FRSH

*+*

HPLV

VLRQV W

TRWDO *

+* HP

| VVLRQV

7TRWDO *+* HPLVVLRQV ORFD

WLRQ

EDVHG

7TRWDO *+* HPLVVLRQV

PDUNHW E

DVHG  WE

G

6FRSH

*URVV 6FRSH *+* (PLVVERRXQW W¢

&RQVROLGDWHG $FFRXQWLQJ *URXS
2ZWKHU ,QYHVWHHYV

(PLVVLRQV KDYH EHHQ IXUWKHU GLVDJJUHJDWHC
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(656 ( D E

*+* QWHQVLW\ SHU QHW UHYHQXH IRU WKH (%

*+* LQWHQVLW\ SHU QHW UHYH QXH

7TRWDO *+* HPLVVLRQV ORFDWIRQ EDVHG SHU QHW
UHYHQXH W&2 HT (85

RwWDO *+* HPLVVLRQV PDUNHW EDVHGl SHU QHW
HY

7
U HQXH W&2 HT (85

(656 (

'LVFORVXUH Rl UHFRQFLOLDWLRQ WR ILQDQFLDO VWDWHPHQWYV
*+* HPLVVLRQV LQWHQVLW\ 7KH ILJXUH LV UHFRQFLOHG WR W
&2162/,"$7(" 67$7(0(17 2) 352),7 $1' /266 $1' 27+(5 &2035(+(16,9(
,1&20(

(656 (

*+* (PLVVLRQV E\ 6RXUFH 7\SH IRU WKH (%

*+* HPLVVLRQV E\ 6RXUFHNSHT

6FRSH
6WDWLRQDU\ &RPEXVWLRQ )XHO 2|LO
)XJLWLYH (PLVVLRQV 5HIULJHUDQWYV
6FRSH /IRFDWLRQ %DVHG
3XUFKDVHG (OHFWULFLW\
3XUFKDVHG 6WHDP

6FRSH ODUNHW %DVHG
3XUFKDVHG (OHFWULFLW\
3XUFKDVHG 6WHDP

(656 (  $5
(IITHFWV RI 6LJQLILFDQW (YHQWY DQG &KDQJHV
7KHUH KDYH EHHQ QR VLJQLILFDQW HYHQWYV DQG FKDQJHV WR V

HPLVVLRQV WKDW RFFXU EHWZHHQ WKH UHSRUWLQJ GDWHV RI W
GDWH RI WKH XQGHUWDNLQJ V JHQHUDO SXUSRVH ILQDQFLDO VW

(656 (  $5 F

%LRIJHQLF HPLVVLRQV RI &2 IURP WKH FRPEXVWLRQ RU ELR GHJ
LQ 6FRSH *+* HPLVVLRQV W&2 HT

(656 (  $5 F
3HUFHQWDJH Rl FRQWUDFWXDO LQVWUXPHQWY 6FRSH *+* HPLV

'LVFORVXUH Rl 7\SHV Rl &RQWUDFWXDO ,QVWUXPHQWYV O 6F
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7KH SHUFHQWDJH RI XQEXQGOHG FRQWUDFWXDO LQVWUXPHQWYV
I[URP EXLOGLQJV RFFXSLHG E\ WKH (% LQ ZKLFK %1< SXUFKDVHC(
DSSO\ WR 6FRSH HPLVVLRQV IURP SXUFKDVHG HOHFWULFLW\
FRYHUHG E\ GLUHFW FRQWUDFW ZLWK XWLOLW\ IRU EXLOGLQJV
FRQVXPSWLRQ IURP %1< FHQWUDO GDWD FHQWUHY EDVHG LQ Wt
%1< SXUFKDVHG *UHHQ H 5(&V

7KH SHUFHQWDJH RI EXQGOHG FRQWUDFWXDO LQVWUXPHQWYV
ORFDWLRQV RFFXSLHG E\ WKH (% WKDW KROG D GLUHFW FRQWUL
HOHFWULFLW\ LV VRXUFHG IURP UHQHZDEOHYV

SHUFHQWDJH RI FRQWUDFWXDO LQVWUXPHQWY XVHG IRU VDOH
DWWULEXWHY DERXW HQHUJ\ JHQHUDWLRQ LQ UHODWLRQ WR 6FF

SHUFHQWDJH Rl FRQWUDFWXDO LQVWUXPHQWY XVHG IRU VDOH
DWWULEXWH FODLPV LQ UHODWLRQ WR 6FRSH *+* HPLVVLRQV

8QEXQGOHG HQHUJ\ DWWULEXWH FODLPV UHIOHFW HOHFW
RFEFXSLHG E\ WKH (% QRW DOUHDG)\ FRYHUHG E\ EXQGOHG FRQW.L
*2V  *XDUDQWHH RI 2ULJLQ WR DSSO\ WR 6FRSH HPLVVLRQ
DOORFDWHG WR WKH (% ORFDWLRQV ZLWKLQ WKH (8 %1< SXUFKI

HPLVVLRQV IURP HOHFWULFLW\ FRQVXPSWLRQ DOORFDWHG WR
LQ WKH 8QLWHG 6WDWHYV

%XQGOHG FRQWUDFWXDO LQVWUXPHQWY UHIOHFWYV HOHFW
ORFDWLRQV RFFXSLHG E\ WKH (% WKDW KROG D GLUHFW FRQWUI
HOHFWULFLW\ LV VRXUFHG IURP UHQHZDEOHYV

(656 ( $5 G

%LRIJHQLF HPLVVLRQV RI &2 IURP FRPEXVWLRQ RU ELR GHJUDGI
6FRSH *+* HPLVVLRQV W&2 HT

(656 ( $5 H

*+* GHPRYDOV DQG *+* OLWLJDWLRQ 3URMHFWY )LQDQFHG 7

%1< DQG WKH (% KDYH QRW GHYHORSHG SURMHFWYV LQ LWV R.
UHPRYDOV DQG VWRUDJH

(656 ( D

*+* (PLVVLRQ 5HGXFWLRQV RU 5HPRYDOV IURP &OLPDWH
SURMHFWYV

JRU UHSRUWLQJ \HDU %1< DW WKH JURXS OHYHO SXUFKDVI
SURMHFWY 7R DOORFDWH FDUERQ FUHGLWV WR WKH (% %1< F
HDFK SURMHFW FRQWULEXWHV WR WKH JURXS OHYHO FDUERQ
SURSRUWLRQDO VKDUH RI FDUERQ FUHGLWY IURP HDFK UHODWI
6FRSH PDUNHW EDVHG *+* HPLVVLRQV UHSRUWHG LQ WKH (% \
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UHSRUWLQJ \HDU W&2 HT LQ FDUERQ FUHGLWY ZHUH SXUF
&DUERQ FUHGLWY DSSOLHG WR *+* HPLVVLRQV ZHUH SXUFKD\
ZLOO EH IXOO\ UHWLUHG E\ -XQH IRU *+* HPLVVLRQV
(656 ( E

SHPRYDOV DQG &DUERQ &UHGLWYV

7TRWDO *+* UHPRYDOV DQG VWRUDJH

*+* UHPRYDO DFWLYLW\ 1
7TRWDO *+* UHPRYDOV IURP RZQ RSHUDWLRQV

S5SHYHUVDOV W&2 HT

(656 ( D
(  $5 |
( $5

'LVFORVXUH RI &DOFXODWLRQ $VVXPSWLRQV OHWKRGRORJLHV D
UHPRYDOV DQG VWRUDJH

%1< DQG WKH (% KDYH QRW GHYHORSHG SURMHFWYV LQ LWV R.
UHPRYDOV DQG VWRUDJH

(656 ( E
7RWDO DPRXQW RI FDUERQ FUHGLWV RXWVLGH YDOXH FKDLQ WKI
VWDQGDUGYV W&2 HT

7TRWDO DPRXQW RI FDUERQ FUHGLWY RXWVLGH YDOXH FKDLQ S
W&2 HT

%1l< GRHV QRW VHOO FDUERQ FUHGLWYV RQ WKH YROXQWDU\ PDUI
(656 ( D

(656 ( E

(656 ( $5 H

*+* (PLVVLRQV $VVRFLDWHG ZLWK 5HPRYDO $FWLYLW\

7KLV LV QRW DSSOLFDEOH DV WKH (% LV QRW UHSRUWLQJ *+* L
RSHUDWLRQV RU YDOXH FKDLQ

5HYHUVDOV W&2 HT

(656 ( $5
(656 ( $5 |

'LVFORVXUH RI 4DUERQ &UHGLWYV 8VH
7KH HIWHQW RI %1< V XVH Rl FDUERQ FUHGLWYV LV HTXDO WR WK

DUH UHWLUHG IRU WKH UHSRUWLQJ \HDU )RU WKH (% D WRWDC
UHWLUHG IRU UHSRUWLQJ \HDU &DUERQ FUHGLWY DSSOLF
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SXUFKDVHG LQ )HEUXDU\ $00 FUHGLWY ZLOO EH IXOO\ UHWI
HPLVVLRQV

JRU UHSRUWLQJ \HDU %1l< DW WKH JURXS OHYHO SXUFKDVI
SURMHFWVY 7R DOORFDWH FDUERQ FUHGLWV WR WKH (% %1l< F
HDFK SURMHFW FRQWULEXWHV WR WKH JURXS OHYHO FDUERG
SURSRUWLRQDO VKDUH Rl FDUERQ FUHGLWV IURP HDFK UHODWI
6FRSH PDUNHW EDVHG *+* HPLVVLRQV UHSRUWHG LQ WKH (XL
LQYHQWRU\

$00 FDUERQ SURMHFWV IURP WKH VHOOHU DUH IURP TXDOLW\
BURMHFWY WKHQ JR WKURXJK IXUWKHU VWHS GXH GLOLJHQF
FDUERQ DVVHVVPHQW VRFLDO LPSDFW DVVHVVPHQW .<& FKHFN
TXDOLW\ 2QO0\ SURMHFWV WKDW SDVV WKH VHOOHUV GXH Gl
FRPSDQLHV IRU SXUFKDVH Rl FUHGLWV

(656 ( $5

6KDUH Rl 5HGXFWLRQ DQG 5HPRYDO 3URMHFWYV
3HUFHQWDJH RI UHGXFWLRQ SURMHFWYV
3HUFHQWDJH RI UHPRYDO SURMHFWYV

(656 (  $5 D

1IDWXUH Rl &DUERQ &UHGLWYV IURP 5HPRYDO 3URMHFWYV

&DUERQ FUHGLWYV IURP WKH UHPRYDO SURMHFW DUH IURP D ELR.
(656 (  $5 E

6KDUH IRU (DFK 5HFRJQLVHG 4XDOLW\ 6WDQGDUG

3HUFHQWDJH IRU UHFRJQLVHG TXDOLW\ VWDQGDUG

(656 (  $5 F

6KDUH ,VVXHG IURP 3URMHFWYVY LQ WKH (8

3HUFHQWDJH LVVXHG IURP SURMHFWYV LQ (XURSHDQ 8QLRQ O
(656 ( $5 G

&RUUHVSRQGLQJ $GMXVWPHQW 4XDOLILFDWLRQ

3HUFHQWDJH WKDW TXDOLILHV DV FRUUHVSRQGLQJ DGMXVWPHQ\
(656 (  $5 H

&DUERQ &UHGLWYV 2XWVLGH WKH 9DOXH &KDLQ
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&DUERQ FUHGLWY DSSOLHG WR *+* HPLVVLRQV ZHUH SXUFKD\
ZLOO EH IXOO\ UHWLUHG E\ -XQH IRU *+* HPLVVLRQV

&DUERQ FUHGLWYV WR EH FDQFHOOHG IRU WKH UHSRUW

7JRWDO W&2 HT

6KDUH IURP UHPRYDO SURMHFWYV
6KDUH IURP UHGXFWLRQ SURMHFWYV
5HFRJQLVHG TXDOLW\ VWDQGDUG 9&6
5HFRJQLVHG TXDOLW\ VWDQGDUG *ROG 6WOQGDUG 9(5
5HFRJQLVHG TXDOLW\ VWDQGDUG $&5
6KDUH IURP SURMHFWY ZLWKLQ WKH (8 o)
6KDUH Rl FDUERQ FUHGLWY WKDW TXDOLI\ DV FRUUH®SRQGLQJ D

&DUERQ FUHGLWY SODQQHG WR EH FD Q I $iRFOHBNL QQWK I
W K

TRWDO W&2 HT

(656 ( D
(656 ( E

'LVFORVXUH RI OHWKRGRORJLHV 6LJQLILFDQW $VVXPSWLR
XVHG WR &DOFXODWH RU OHDVXUH *+* HPLVVLRQV

(PLVVLRQV DQG HQHUJ\ FRQVXPSWLRQ DUH DOORFDWHG IURP U
SURSRUWLRQDWH VKDUH WR WKH (% EDVHG RQ VTXDUH IRRWDJH
LQ WKH UHSRUWLQJ \HDU

7KH (% LV DVVXPHG WR GULYH FHQWUDO GDWD FHQWUH HPLVVLR
SURSRUWLRQ RI %1<xV WRWDO UHYHQXH IRU WKH UHSRUWLQJ
FRQVXPSWLRQ UHODWHG WR GDWD FHQWUH XVDJH VKDOO EH W
GDWD FHQWUH HPLVVLRQV PXOWLSOLHG E\ WKH VKDUH RI UHYH
% 1<

JRU WKH (% HPLVVLRQV LQYHQWRU\ %l1< DSSOLHV WKH IROO]I
PHWKRGRORJLHVY WR FROOHFW DFWLYLW\ GDWD DQG FDOFXOL
BURWRFRO $ &RUSRUDWH $FFRXQWLQJ DQG 5HSRUWLQJ 6WI
*UHHQKRXVH *DV 3URWRFRO 6FRSH *XLGDQFH ,($ (PLVVLRQ )I
$5 /RFDO VWHDP IDFWRUV VRXUFHG IURP 'LVWULFW GH /X[HPER
86 (3% &HQWUH IRU &RUSRUDWH &OLPDWH /HDGHUVKLS 'LUHF
&RPEXVWLRQ 6RXUFHV 86 (3% (PLVVLRQV *HQHUDWLRQ 5HVR
H*5,' 86 (3% &HQWUH IRU &RUSRUDWH &OLPDWH /HDGHUVKL
3XUFKDVHG (OHFWULFLW\ 86 (3% &HQWUH IRU &RUSRUDWH &OL
(PLVVLRQV IURP 5HIULJHUDWLRQ $LU &RQGLWLRQLQJ )LUH 6XSS

%1< SURFXUHV HQRXJK UHQHZDEOH HQHUJ\ FUHGLWV 5(&V Ul
RULJLQ 5(*2V DQG LOQWHUQDWLRQDO 5(&V , 5(&V WR FRYHL
XVH %1< XVHV WKHVH 5(&V 5(*2V DQG , 5(&V WR FDOFXODWH
ILIXUH ODUNHW EDVHG ILJXUH HOHFWULFLW\ QRW FRYHUHG
HPLVVLRQV

6WHDP LV DVVXPHG WR FRPH H[FOXVLYHO\ IURP IRVVLO IXHO VRX
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(OHFWULFLW\ JULG PL[HV WKDW SURYLGH HQHUJ\ WR EXLOGLQJV
E\ WKH XWLOLW\ RU GDWD LV QRW DFFHVVLEOH IURP WKH ODC(
HOHFWULFLW\ JULG PL[ DV WKH FRXQWU\ WKH EXLOGLQJ LV ORFI
UHSRUWHG HOHFWULFLW\ JULG PL[HYV IRU WKHVH FRXQWULHF
WKH ,($ JULG PL[HVY DUH DVVXPHG WR EH QRQ UHQHZDEOH

'KHQ HQHUJ\ XVH GDWD LV XQDYDLODEOH HLWKHU GLUHFWO\ RU
XVLQJ WKH IROORZLQJ SURFHGXUH :KHUH HQHUJ\ LV QRW VHS
DYDLODEOH E\ WKH ODQGORUG EDVHG RQ W\SLFDO HQHUJ\ XVF
ZLWKLQ RXU SRUWIROLR VT IW HOHFWULFLW\ LV DVVXPHG

%1l1< GRHV QRW SDUWLFLSDWH LQ UHJXODWHG HPLVVLRQ WUDG
SDUWLFLSDWH LQ UHJXODWHG HPLVVLRQ WUDGLQJ VFKHPHYV

(656 (  $5 E
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(8 7TD[RQRP\

$UWLFOH (8 7TD[RQRP\ 5HIXODWLRQ

7KH (8 7D[RQRP\ 5HIJXODWLRQ WKH U7D[RQRP\ 5HIJXODWLF
WKH &RPPLVVLRQ 'HOHJDWIBGRYHEHODWLRQNVVLILFDWLRQ V\VW
FULWHULD IRU HFRQRPLF DFWLYLWLHVY WKDW DUH DOLJQHG ZLW}
DGDSWDWLRQ &&$ DQG WKH RWKHU IRXU HQYLURQPHQWDO
SURWHFWLRQ RI ZDWHU DQG PDULQH UHVRXUFHV WUDQVLWLI
SUHYHQWLRQ DQG FRQWURO SURWHFWLRQ DQG UHVWRUDWLRQ |

7KH (% GLVFORVXUH SXUVXDQW WR $QQH[ 9, DQG $QQH[ ;,, RI W
DYDLODEOH RQ (8 7D[RQRP\ 7THPSODWHY DSSHQGL[ IURP SDJH

6FRSH RI &RQVROLGDWLRQ

7KH VFRSH RI FRQVROLGDWLRQ IROORZV WKH VFRSH RI WKH )L
EUDQFKHV O IRU DGGLWLRQDO GHWDLOV SOHDVH UHIHU WR 6HFW

$FWLYLWLHV RI WKH (%

&XVWRG\ LV WKH SULPDU\ VHUYLFH SURYLGHG E\ WKH (% ,W SU
LQFOXGLQJ VHUYLFHVY VHOHFWHG DQG XWLOLVHG E\ RZQHUV RI

FOLHQW EDVH FRQVLVWYV RI LQWHUQDWLRQDO LQVWLWXWLRQDO

7KH PDLQ FOLHQW VHJPHQWY DUH SHQVLRQ IXQGV LQVXUDQFF
DVVHW PDQDJHUV DV ZHOO DV FHQWUDO EDQNV JRYHUQPHQWYV
SUHGRPLQDWHO\ SURYLGHVY FOLHQWY ZLWK VHUYLFHV WKDW ID]
QRW GLUHFWO\ SURYLGH FRPPLWWHG RU WHUP IXQGLQJ WR WKR
WKH SXUSRVHV Rl WKHVH UXOHV DQG WKH *UHHQ $VVHW 5DWLR
ORQJ WHUP EDODQFH VKHHW H[SRVXUHV VXFK DV ORDQV DG
VLIJQLILFDQWO\ GLIIHUHQW LQ FRPSDULVRQ WR RWKHU EDQNV Z|
WKDW HQJDJH LQ H[WHQVLYH WUDGLWLRQDO FRUSRUDWH RU UHYV
*LYHQ (%xV EXVLQHVV PRGHO DQG WKH QDWXUH RI LWV FRXQWH}
DQG VRYHUHLJQ FHQWUDO EDQN DQG VXSUDQDWLRQDO HQWLWL
XQGHU WKH FXUUHQW UXOHV WKH PDMRULW)\ RI (% V FRXQWHUS
JXLGDQFH DUH QRW WD[RQRP\ HOLJLEOH DQG RU WD[RQRP\ DOL.

%XVLQHVYV VWUDWHIJ\ DQG HQJDJHPHQW ZLWK FRXQWHUSDU

$W WKH (XURSHDQ %DQN ZH DFNQRZOHGJH WKH LPSRUWDQFH
HFRQRP\ DQG UHFRJQL]H WKDW FOLPDWH UHODWHG HQYLURQPH
KDYH DQ LPSDFW RQ ERWK ILQDQFLDO DQG QRQ ILQDQFLDO U
GHVLJQHG WR LGHQWLI\ PDQDJH DQG PLWLJDWH WKHVH ULVNV I

5HJDUGLQJ WKH VL[ (8 HQYLURQPHQWDO REMHFWLYHV UHODWLQJ WR FOLPDWH |
DGDSWDWLRQ U&&$U DV DPHQGHG DQG UHODWLQJ WR VXVWDLQDEOH XVH DQG
WKH WUDQVLWLRQ WR D FLUFXODU HFRQRP\ WR SROOXWLRQ SUHYHQWLRQ DQG FRQWUR
HFRV\WWHPV HDFK SURYLGLQJ D FODVVLILFDWLRQ V\VWHP WKDW GHILQHV FULWHULD IRU
HQYLURQPHQWDO REMHFWLYH DQG UHODWLQJ WR WKH FRQWHQW DQG SUHVHQW
7D[RQRP\ 5HJXODWLRQ WKH U'LVFORVXUHV 'HOHJDWHG $FWU
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$V D FXVWRGLDQ EDQN RXU SULPDU\ VHUYLFH LV IDFLOLWDW.L
SURYLGLQJ GLUHFW IXQGLQJ &RQVHTXHQWO\ RXU SURGXFW R
SURGXFWV WKDW PHHW (8 7TD[RQRP\ HOLJLELOLW\ DOLJQPHQW FU

2XU EXVLQHVV PRGHO VHWYV XV DSDUW IURP RWKHU PRUH WUDG
WKH (8 V *$5 UHTXLUHPHQWY ZKLFK IRFXV RQ ORQJ WHUP ED
DSSOLFDWLRQ RI WKH (8 7D[RQRP\ LV OLPLWHG RQ UHSRUWLQJ F
WKDW DOLJQ ZLWK HQYLURQPHQWDO REMHFWLYHYVY DV RXWOLQH

,Q GHWHUPLQLQJ WD[RQRP\ HOLJLELOLW\ DQG DOLJQPHQW ZH O
DQG LQWHUQDO ILQDQFLDO GDWD WR FDOFXODWH RXU RZQ PHW
SULPDU\ VRXUFH IRU WD[RQRP\ GDWD LVODDW KLH\GF SDE/MG & B W/DZ
FRXQWHUSDUWLHY QRW FRYHUHG E\ WKLV SURYLGHU ZH JDWEk
SXEOLFO\ DYDLODEOH UHVRXUFHV VXFK DV ZHEVLWHV DQQXDO

‘'H FRQWLQXH WR FORVHO\ PRQLWRU WKH HYROYLQJ UHJXODW
SUDFWLFHYV WR UHPDLQ ZHOO SRVLWLRQHG WR LQWHJUDWH
EXVLQHVY RSHUDWLRQV ULVN DVVHVVPHQW DQG SURGXFW GHYI

7TD[RQRP\ (OLJLELOLW\

7TKH (% LV UHSRUWLQJ RQ WD[RQRP\ HOLJLELOLW\ IRU WKH VL]
DERYH +RZHYHU (%xV DVVHVVPHQW RI WD[RQRP\ HOLJLELOL'
OLPLWDWLRQV RQ GDWD IURP (%xV FRXQWHUSDUWLHV ZKR KL
HQYLURQPHQWDO REMHFWLYHV RU QRW \HW SXEOLVKHG WD[RQ
WD[RQRP\ UHSRUWLQJ RI HOLJLELOLW\ DQG DOLJQPHQW LV EDVH
:KHUH GDWD RQ HOLJLELOLW\ ZDV QRW SXEOLFO\ DYDLODEOH
WD[RQRP\ HOLJLEOH

7D[RQRP\ $OLJQPHQW

(% LV GLVFORVLQJ WKH UHOHYDQW .3,V LQ UHODWLRQ WR WD]
HQYLURQPHQWDO REMHFWLYHV &&0 DQG &&$% OLVWHG DERYH 1
5HIXODWLRQ DQG WKH 'LVFORVXUH 'HOHJDWHG $FW

,Q UHODWLRQ WR WD[RQRP\ DOLJQPHQW WKH PDLQ .3, IRU FUI
VKRZV WKH SURSRUWLRQ RI H[SRVXUHV WR WD[RQRP\ DOLJQHG I
FRYHUHG DVVHWYV

7KH 'LVFORVXUHV 'HOHJDWHG $FW UHTXLUHV WKH (% WR XV
FRXQWHUSDUWLHY ZKLFK DUH DOVR UHSRUWLQJ XQGHU WKH 'LV

RzZzQ *$5 $V RI '"HFHPEHU WKH WRWDO *$5 EDVHG RQ WXU
FRYHUHG DVVHWV ZKLOH WKH *$5 EDVHG RQ &$%$3(; ZDV , Q
*$5 RI IRU ERWK WXUQRYHU DQG &%$3(; 7KLV zZDV GXH WR O

FRXQWHUSDUWLHY PDQ\ RI ZKRP KDG QRW UHSRUWHG SXEOLFO
KDG QRW SURYLGHG DOO QHFHVVDU\ GDWD SRLQWV GXH WR WKH

'KHUH GDWD RQ HOLJLELOLW\ DQG RU DOLJQPHQW ZDV QRW S
H[SRVXUHV DV QRQ WD[RQRP\ HOLJLEOH DQG RU DOLJQHG

06&, LV XVHG DV WKH WKLUG SDUW\ SURYLGHU WR VXSSRUW WKH DVVHVVPHQW RI WDJF
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7TD[RQRP\ (OLJLEOH DQG 1RQ HOLJLEOH $FWLYLWLHYV

'LVFORVXUH SURSRUWLRQ (0] FRYHUDJI
RYHU WRV

IDRAVAYA » RTAYS
7TRWDO DVVHWYV

/RDQV DQG DGYDQFHV GHEW NVHFXULWLHV DQG HTXlLW\
LQVWUXPHQWY QRW +17 HOLJLE[OH IRU *$5 FIDOFXODWLRQ
a 21 ZKLFK ILQDQFLDO XQGHUWDNLQJV
a 21 ZKLFK QRQ ILQDQFLDO XQGHUWDNLQJV
$VVHWV H[FOXGHG IURP WKH |QXPHUDWRU IRU *$5
FDOFXODWLRQ FRYHUHG LQ WKH GHQRPLQD[WRU
$VVHWV QRW FRYHUHG IRU *$5 RDOFXODWLR|Q
a 21 ZKLFK FHQWUDO JRYHUQPHQWYV DQG
VXSUDQDWLRQDO LVVXHUV
a4 21 ZKLFK FHQWUDO EDQNVx|H[SRVXUH
a 21 ZKLFK WUDGLQJ ERRN

7KH WRWDO *$5 FRYHUHG DVVHWY UHSRUWHG IRU DPRXQW W

LQFUHDVH FRPSDUHG WR SUHYLRXV \HDU 7KLV JURZWK LV Sl
WKH DVVHWYV H[FOXGHG IURP WKH 1XPHUDWRU O FRYHUHG LQ W
DWWULEXWDEOH WR JURZWK RI (%9xV ,QYHVWPHQW 6HFXULWLHV ¢

7KH VL]H RI DVVHWYV HYDOXDWHG IRU SRWHQWLDO WD[RQRP\ H(
OLPLWHG RI WRWDO DVVHWYV

$V QRWHG DERYH WKLV LV UHIOHFWLYH RI WKH QDWXUH RI WKH
RULHQWHG WRZDUGYV SURYLGLQJ ORQJ WHUP IXQGLQJ WR QRQ IL
ZKRVH H[SRVXUHV KDYH EHHQ DVVHVVHG IRU WD[RQRP\ HOLJLE
HQWLUHO\ ILQDQFLDO LQVWLWXWLRQV DQG DUH LQ WKH IRUP RI
OLTXLG DVVHW EXIIHU

'LVFORVXUH RI *$5 &RYHUHG $VVHWYV DV 5HSRUWHG LQ 7HP

'LVFORVXUH SURSRUWLRQ RI *$5 1XPHUDWRU FRYHUDJH
WRWDO DVV

7D[RQRP\ HOLJLEOH H[SRVXUHV ORDQV DQJG DGYDQFHNV GHEW
VHEXULWLHYV DQG HTXLW\ LQVWUXPHQWY QRW +17 HOLJLEOH IR
FDOFXODWLRQ
7D[RQRP\ DOLJQHG H[SRVXUHV ORDQV DQG DGYDQFHV| GHEW

VHFXULWLHYV DQG HTXLW\ LQVWUXPHQWYV QRW +17 HOLJLEOH IR
FDOFXODWLRQ

2Q0\ D OLPLWHG SURSRUWLRQ RI WKH (%xV WRWDO DVVHWYV D
DVVHWYV $V QRWHG DERYH WKLV LV ILUVWO\ EHFDXVH WKH (% |
FHQWUDO JRYHUQPHQWY DQG VXSUDQDWLRQDO LVVXHUV ZKLFK
DQG GHQRPLQDWRU RI .3,V RI FUHGLW LQVWLWXWLRQV DV SHU \
EHFDXVH OLPLWHG GDWD LV DYDLODEOH LQ UHODWLRQ WR ILQDC
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&RYHUHG $VVHWYV 7HPSODWH 0

7TRWDO *$5 DVVHWYV

IXPHUDWRU

([FOXGHG IURP 1XPHUDWRU

$VVHWYV QRW FRYHUHG IRU *$5 FDOFXODWLRQ

&HQWUDO JRYHUQPHQWY DQG 6 XSUDQDWLR|IQDO LVVXHUV

&HQWUDO %DQNV H[SRVXUH

7UDGLQJ ERRN

7TRWDO DVVHWYV

:KLOH WKH (% KDV D WUDGLQJ ERRN LW FRQVLVWYV H[FOXVLYHC
IURP WD[RQRP\ HOLJLELOLW\ DVVHVVPHQW QXPHUDWRU SXUV
'"HOHJDWHG $FWV $V D UHVXOW WKHUH DUH QR WUDGLQJ ERR
HOLJLELOLW\ DVVHVVPHQW DQG WKH URI ZKLFKU UDWLR FRQW
H[SRVXUHYV

$SSURDFK WR 7D[RQRP\ &DOFXODWLRQV

30HDVH QRWH WKH IROORZLQJ IRU WKH SXUSRVH RI FDOFXODMW
WHPSODWHYV

/IRFDO JRYHUQPHQWY WUHDWHG DV FHQWUDO JRYHUQPHQWY DFF

7KH SURSRUWLRQ Rl WRWDO H[SRVXUH WR FHQWUDO JRYHUQPH
LVVXHUV LQFOXGHV GHEW VHFXULW\ H[SRVXUHV WR ORFDO DQC
8QLRQ 7KLV LV IROORZLQJ $UWLFOH RI WKH &DSLWDO 5HT
FHUWDLQ UHJLRQDO JRYHUQPHQW DQG ORFDO DXWKRULWLHV \
JRYHUQPHQWYVY DV FRQILUPHG E\ WKH %$XYEQMFIDL QD EO DVEKAHH (B DR
%DQNLQJ $XWKRULW\ )XUWKHUPRUH WKHUH DUH QR ORDQV W
SXEOLF KRXVLQJ RQ WKH EDODQFH VKHHW RI WKH (% WKDW Z
EDVHG RQ VHFWLRQ RI $QQH[ 9

JURP WKLV \HDU )< WKH (6% FRXQWHUSDUW\ FODVVLILFI
UHJLRQDO JRYHUQPHQW OHQGLQJ

'RXEOH &RXQWLQJ

&HUWDLQ H[SRVXUHV PD\ PHHW PXOWLSOH FULWHULD UHIHUUHG
GRXEOH FRXQWLQJ HDFK VXFK H[SRVXUH LV FODVVLILHG RQO\ L
WKH $UWLFOH SDUDJUDSKV H J GHULYDWLYH H[SRVXUHV WR FI
FHQWUDO EDQN H[SRVXUHV UDWKHU WKDQ DOVR DV GHULYDWL
UHSRUW

.3,xV *$5 6WRFN DQG .3,xV *$5 )ORZ

,Q WHPSODWHYV DQG LOQVWLWXWLRQV PXVW GLVFORVH WKH *
EDVHG RQ WRWDO FRYHUHG DVVHWY DV UHSRUWHG LQ WHPSODW

KWWSV ZZZ HED HXURSD HX VLQJOH UXOH ERRN TD TQD YLHZ SXEOLF,G B
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VWRFN IRU ERWK WXUQRYHU DQG &DS([ WKH (% XVHG WKH WRWD
DV WKH GHQRPLQDWRU

6SHFLDO 3XUSRVH 9HKLFOHV 639V

639 DVVHWYV DUH PDLQO\ OLQNHG WR VHFXULWL]DWLRQV ZKLFK
DSSO\ D ORRN WKURXJK DSSURDFK *LYHQ WKHLU LPPDWHULDOLYV
DUH FRQVLGHUHG DV QRW WD[RQRP\ HOLJLEOH WD[RQRP\ DOLJQ
DQQXDO EDVLV VR LW UHPDLQV ILW IRU SXUSRVH

J)LQDQFLDO *XDUDQWHH DQG $80 .3,xV

'LWK UHVSHFW WR WHPSODWH U)LQ*XDU $80 .3,xV0 WKH (¢
'"HFHPEHU GRHV QRW KDYH LQ VFRSH )LQDQFLDO *XDUDQW
WKH &5' 9 )LQUHS ) B IRU )LQ JXDUDQWHHYV JLYHQ DQG )
ZHOO

8VLQJ 3DUHQW GDWD LQ WD[RQRP\ DOLJQPHQW UHSRUWLQJ

3IXUVXDQW WR $UWLFOH 'LVFORVXUHYVY "HOHJDWHG $FW H[SRYV
WR UHSRUW XQGHU WKH (8 7TD[RQRP\ 5HIXODWLRQ DUH WR EH H
+RZHYHU LQ OLQH ZLWK WKH 4 RI 4 $ SXEOLVKHG E\ WKH (8 &RF
ZKHUH DYDLODEOH DQG DV DSSOLFDEOH ZH KDYH XVHG WKHLU
HOLJLELOLW\ RU DOLJQPHQW

7D[RQRP\ PHWULFV

7JRWDO *$5 LV WKH 7D[RQRP\ DOLJQHG DFWLYLWLHV DV D SURSRU
7JRWDO FRYHUHG DVVHWV DUH WKH JURVV FDUU\LQJ DPRXQW R
WRZDUGV FHQWUDO JRYHUQPHQWY FHQWUDO EDQNV VXSUDQDW
7RWDO DVVHWY DUH WKH (% EDODQFH VKHHW

1XFOHDU DQG )RVVLO *DV 5HSRUWLQJ

‘H KDYH FRPSOHWHG $QQH[ ;,, H[SRVXUH WR QXFOHDU DQG IRV
WKH DPHQGHG 'LVFORVXUHV 'HOHJDWHG $FW LQ 7KLV DP
XQGHUWDNLQJYVY WR GLVFORVH WD[RQRP\ HOLJLELOLW\ DQG QR
UHODWHG DFWLYLWLHY LQ WHPSODWHYV DQG RI $QQH[ ;,, C

RI QXFOHDU HQHUJ\ DQG IRVVLO JDV UHODWHG DFWLYLWLHV LQ \

,Q OLQH ZLWK 4 $ SXEOLVKHG E\ WKH (8 &RPRLVVARMKHQ(% RMWHPE
RQO\ UHSRUWLQJ RQ WHPSODWH (8 7TD[RQRP\ 7THPSODWHYV DS
H[SRVXUH WR QXFOHDU DQG IRVVLO JDV UHODWHG DFWLYLWLHV

KWWSV HXU OH[ HXURSD HX OHJDO FRQWHQW (1 7;7 3') "XUL 2- $&B

JRU FRQWH[W WKH WD[RQRP\ HOLJLELOLW\ DQG WD[RQRP\ DOLJQPHQW GDWD ZDV VR
FRXQWHUSDUW\ ZzDV QRW FRYHUHG LQ WKH GDWD XQLYHUVH IURP 06&, ZH KDYH VRXUF
DQQXDO UHSRUW RU VXVWDLQDELOLW\ UHSRUW ,QIRUPDWLRQ RQ 1)5" HOLJLELOLW\ 3D
LQIRUPDWLRQ VKDUHG E\ WKH &HQWUH IRU (XURSHDQ 3ROLWLFDO 6WXGLHV &(36

KWWSV HXU OH[ HXURSD HX OHJDO FRQWHQW (1 7;7 3') "XUL 2- $&B
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2Z2Q :RUNIRUFH
6WUDWHJ\

ODWHULDO ,52vV DQG WKHLU ,QWHUDFWLRQ ZLWK 6WUDWHJ\

%1l1< DLPV WR EXLOG DQ RSHQ ZHOFRPLQJ DQG UHVSHFWIXO ZRI
FRQWUDFWRUV DQG SDUW WLPH DQG IXO0O WLPH HPSOR\HHV 7k
PDQDJLQJ LPSDFWV RQ RXU RZQ ZRUNIRUFH

$V VWDWHG KHUHLQ VRFLDO UHODWHG ULVN FRQVLGHUDWLRQV
ILUP UXQ E\ WKH 3HRSOHxV WHDP /HJDO 5LVN DQG &RPSOL
LGHQWLI\LQJ DVVHVVLQJ DQG PDQDJLQJ WKHVH ULVNV :KHUH
FDSWXUHG LQ %$8 SUDFWLFHV WKHQ DGGLWLRQDO FRQVLGHU
SURFHVVHV

7\SHV Rl (PSOR\HHV 6 XEMHFW WR ODWHULDO ,PSDFWYV
7KH (% ZRUNSODFH LQFOXGHV FRQWUDFWRUV FRQVXOWDQWYV LC

%1l1< PDLQWDLQY DQG SXEOLVKHVY LQWHUQDO ZRUNIRUFH UHSUHYV
IDFLOLWDWHY ZRUNIRUFH SODQQLQJ DFWLYLWLHV

7TKH (% LV DQ HPSOR\HU WR HPSOR\HHV $00 (% HPSOR\
HPSOR\PHQW 7KHUH DUH WA\SHV RI HPSOR\HHYV IXOO WLPH
IRU DQ LQGHILQLWH SHULRG RI WLPH DQG D FRQWUDFW IRU D

SDUW WLPH HPSOR\HHV DQG %1< FRQWUDFWRUV KDYH OHDUQLQ.
WR WKHP

$FWLYLWLHV WKDW 5HVXOW LQ 3RVLWLYH ,PSDFWV DQG 7\
"RUNIRUFH WKDW DUH 3RVLWLYHO\ $IIHFWHG

7R VXSSRUW D FXOWXUH Rl EHORQJLQJ ZH SURYLGH RXU HPSOR
FRPSHWHQFLHV WKDW YDOXH DQG DSSUHFLDWH WKH GLIIHUHQT
XQLTXH FRQWULEXWLRQV %\ GHOLYHULQJ HQKDQFHG WUDLQLQJ
RI KRZ WR EURDGHQ SHUVSHFWLYHV DQG FXOWLYDWH D VHQVH
3RZHU 2XU &XOWXUH JRDO LQ WKHLU SHUIRUPDQFH PDQDJHPHQW
FRQWULEXWH WR D ZRUNSODFH ZKHUH HYHU\RQH WKULYHV 2>
FDUULHUV FUHDWLQJ RSSRUWXQLWLHV IRU SHUVRQDO DQG SUR
D ZRUNVSDFH ZKHUH HYHU\RQH WKULYHYV

JURP D OHDUQLQJ SHUVSHFWLYH %1< FRQVLVWHQWO\ UHYLHZV
FROODERUDWLQJ ZLWK WRS YHQGRUV VR RXU RIIHULQJV DUH F
RUJDQLVDWLRQ QHHGV IRU SURIHVVLRQDO JURZWK 6LQFH -DQXC
WR D ZLGHU UDQJH RI OHDUQLQJ UHVRXUFHV DQG WUDLQLQJ SUJ
(ISHULHQFH 30DWIRUP :LWK DFFHVV WR WHQV RI WKRXVDQGV R
ZLWK LQWHUQDOO\ GHYHORSHG FRQWHQW HPSOR\HHV KDYH DQ
NQRZOHGJH EDVH 7KH %1< /HDUQLQJ ([SHULHQFH 30DWIRUP VH
ZKHUH HPSOR\HHV FDQ H[SORUH GLYHUVH WRSLFV UDQJLQJ IL
OHDGHUVKLS GHYHORSPHQW ILQDQFLDO PDUNHWY LQGXVWU\ W
RQ GHPDQG LQ YLUWXDO FODVVURRPV DQG WKURXJK RQ VLWH
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FRXUVHV FDWHUV WR YDULRXV OHDUQLQJ VW\OHV DQG SUHIHL
UHOHYDQW DQG HQJDJLQJ FRQWHQW WR VXSSRUW WKHLU S
FRPSUHKHQVLYH ULVN FRPSOLDQFH DQG UHJXODWRU\ WUDLQL
HPSOR\HHV XQGHUVWDQG KRZ WR LGHQWLI\ PLWLJDWH DQG P
UHOHYDQW ODZV DQG UHJXODWLRQV

ODWHULDO 5LVNV DQG 2SSRUWXQLWLHYV $ULVLQJ IURP ,PSI
2Z2Q :RUNIRUFH

$ ULVN LGHQWLILHG IRU WKH (% LV D KLIJK WXUQRYHU OHYHO R
LPSDFW FRQWLQXLW\ RI VHUYLFHVY DQG VWDELOLW\ +LJK WXUQI
WKH ULJKW WDOHQW WR GHOLYHU RQ RXU VWUDWHJ\ LV D ULV
EHFDXVH WDOHQW LV D NH\ LQSXW IRU VXFFHVYV

'H ZRXOG ORVH RXU FRPSHWLWLYH DGYDQWDJH DQG RXU HF
NQRZOHGJH DQG VNLOOV QHHGHG WR GR FXUUHQW MREV DQG E|
ZH FRXOG EH XQDEOH WR IXOILO RXU UHJXODWRU\ REOLJDWLRQV

7TDOHQW LV HYHU\ZKHUH :H DWWUDFW WKH EHVW WDOHQW IURP
WRROV WR JURZ KHUH 7KLV LV ZK\ %1< WDNHV D PXOWLSURQJH
HDUO\ FDUHHU WDOHQW UHFUXLWLQJ LQWHUQVKLSVY WUDLQLQJ

‘H GHOLYHU SURJUDPV DQG FUHDWH SROLFLHV WKDW DUH GH)\
RSHUDWLQJ DQG JRYHUQDQFH PRGHOV DQG WKURXJKRXW WKH V
VKDSLQJ RXU FXOWXUH WR SURPRWH D VHQVH RI EHORQJLQJ DQC

'H ZzDQW WR %H ORUH )RU RXU &OLHQWV VR ZH DUH SURDFWLY
LGHQWLI\LQJ RSSRUWXQLWLHVY WR FROODERUDWH VKDUH JRR
WRIJHWKHU

$QG ILQDOO\ ZH VWULYH WR FUHDWH DQ HQYLURQPHQW WKDW X
GLIIHUHQW EDFNJURXQGV H[SHULHQFH DQG H[SHUWLVH WR S
RXWFRPHV 7KHUH DUH QR LGHQWLILHG ULVNV RU RSSRUWXQL
JURXSV RI SHRSOH ZLWKLQ WKH (%xV ZRUNIRUFH

(656 6 (656 6%0 D F G
(656 6 (656 6%0

,PSDFWV 5LVNV DQG 2SSRUWXQ|

S3ROLFLHY 5HODWHG WR 2ZQ :RUNIRUFH

$W %1< DQG ZLWKLQ RXU VXEVLGLDULHV ZH FRQVLGHU KXPDQ
SUHVHUYH KXPDQ ULJKWV WKURXJKRXW RXU FRPSDQ\ DQG RXU V
E\ RXU KXPDQ ULJKWV VWDWHPHQW DQG ZH DSSO\ WKHVH SULQF
GR EXVLQHVV LQFOXGLQJ RXU HPSOR\HHV VXSSOLHUV FO
VWDNHKROGHUYV %1< LV FRPPLWWHG WR D VDIH DQG HWKLFDO
&RGH RI &RQGXFW (TXDO (PSOR\PHQW 2SSRUWXQLW\ 6WDWHPH(
SROLFLHV 7KH KXPDQ UHVRXUFHV SROLFLHV FRPSO\ ZLWK ORFL
LQGLYLGXDOVx ULJKWV LQ HYHU\ FRXQWU\ LQ ZKLFK ZH RSHUD
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HPEHGGHG LQ WKH FXOWXUH DQG YDOXHV WKDW GHILQH RXU FR
DQRG DFWLRQV WRZDUG RXU HPSOR\HHV VXSSOLHUV FOLHQWYV
ZKHUH ZH GR EXVLQHVYVY DQG WKURXJKRXW RXU YDOXH FKDLQ

‘H GR QRW WROHUDWH FRUUXSWLRQ GLVFULPLQDWLRQ KDUDVYV
ODERXU RU VODYHU\ LQ DQ\ IRUP

® :H DUH FRPPLWWHG WR SURYLGLQJ HTXDO SD\ IRU HTXDO Z
RXU SD\ SUDFWLFHV DQG SURFHVVHV WR FRPSO\

O :H VXSSRUW HPSOR\HHV WRWDO ZHOOEHLQJ WKURXJK LQF
HPSOR\HHV WR WKULYH

O 2XU /LIH %DODQFH IUDPHZRUN VXSSRUWY ERWK HPSOR\HH |
IRFXVLQJ RQ SK\VLFDO KHDOWK HPRWLRQDO UHVLOLHQFH I

O :H VXSSRUW HDUO\ LGHQWLILFDWLRQ Rl KHDOWK ULVNV WK
UHGXFWLRQ WRROV IRU H[DPSOH E\ SURYLGLQJ RSSRUWXQ
DQG YDFFLQDWLRQV

® :H VWULYH WR FUHDWH DQ HQYLURQPHQW RI UHVSHFW IRU
HPSOR\HHV DUH FULWLFDO WR RXU VXFFHVV ZH VXSSRUW H
LQFOXVLYH SURJUDPV WKDW HQDEOH RXU HPSOR\HHV WR WK

‘H DUH JXLGHG E\ LQWHUQDWLRQDO VWDQGDUGY VXFK DV WKH ¢
RI +XPDQ 5LJKWV DQG ,QWHUQDWLRQDO /DERXU 2UJDQL]DWLRQ
*XLGLQJ 3ULQFLSOHV RQ %XVLQHVV DQG +XPDQ 5LJKWV DQG E\ F
WKH 8QLWHG 1DWLRQV *OREDO &RPSDFW

(656 6 D E
(656 6

6SHFLILF 3ROLFLHYV $LPHG DW (OLPLQDWLRQ RI 'LVFULPLQD

%1< KDV LQ SODFH D *OREDO 6H[XDO DQG 2WKHU 'LVFULPLQDW
SROLF\ Rl %1< WKDW VH[XDO RU RWKHU GLVFULPLQDWRU\ KDU
HPSOR\HH PLVFRQGXFW DQG ZLOO QRW EH WROHUDWHG 7KH SUF
DOO ZRUN UHODWHG VHWWLQJY DQG DFWLYLWLHY ZKHWKHU RQ
DOO %1< HPSOR\HHV FRQWUDFWRUV WHPSRUDU\ ZRUNHUYV

DSSOLFDQWY FXVWRPHUV FOLHQWY YHQGRUV DQG YROXQWHH
GLIIHU GHSHQGLQJ RQ WKH LQGLYLGXDO VXEMHFW WR DSSOLFDI

,Q DGGLWLRQ WKH (% KDV LQ SODFH 7KH %DQN Rl 1HZ <RUN OHO
7KLV SROLF\ VHWV RXW WKH DSSURDFK WR KLJKOLJKW WKH FUL
DQG JRYHUQDQFH VXUURXQGLQJ WKH DSSRLQWPHQW RI PHPEHU
(% DV ZHOO DV FRQVLGHUDWLRQ IRU WKH LQFOXVLRQ RI WKH
(IWHQGHG ([HEFXWLYH &RPPLWWHH %UDQFK DQG 'HSXW\ %UI
FRPELQDWLRQ RI VNLOOV H[SHULHQFH HGXFDWLRQDO DQG S
UHOHYDQW SHUVRQDO DWWULEXWHV RQ WKH ERDUG SURYLGHYV
FKDOOHQJHV QHHGHG WR VXSSRUW JRRG GHFLVLRQ PDNLQJ %R
LQGLYLGXDO DQG FROOHFWLYH DVVHVVPHQW WDNLQJ LQWR DFFF

7KH %1< &RGH RI &RQGXFW JXLGHV RXU DFWLRQV DQG GHFLVLR
ILQDQFLDO VHUYLFHV FRPSDQ\ 7KH &RGH DOLJQV ZLWK RXU V
&OLHQWYV 5XQ 2XU &RPSDQ\ %HWWHU DQG 3RZHU 2XU &XOWX
EHKDYLRXU LQ RXU GD\ WR GD\ ZRUN DUH JXLGHG E\ RXU FXOWX
WR GR ZKDW LV ULJKW DOzZD\V UHJIJDUGOHVV RI WKH LPSDFW R
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ZRUNLQJ UHODWLRQVKLS *XLGDQFH RQ H[SHFWDWLRQV RI HP:
IDLUQHVV GLJQLW\ DQG UHVSHFW LV SURYLGHG ZLWKLQ WKH
U+DUDVVPHQW IUHH (QYLURQPHQWU DQG UODQDJHUxV 5HVSRQVL

7KH (% RSHUDWHV LQ VHYHUDO FRXQWULHV VRPH Rl ZKLFK KI
SURYLGH VXSSRUW WR HPSOR\HHV WKDW PD\ EH FRQVLGHUHG YX

JRU HI[DPSOH %1< KDV D 1HZ 3DUHQW /HDYH 3ROLF\ IRU HPSOR\
WKH IDLU DQG HTXDO WUHDWPHQW RI HPSOR\HHV ZKHQ D QHZ
UHVSRQVLELOLWLHYV

,Q , UHODQG FROOHDJXHV DUH VXEMHFW WR 'LJQLW\ SHVSHFW
LV WR SURWHFW WKH GLJQLW\ RI HPSOR\HHV DQG WR HQFRXUDJl
SURKLELWY DQ\ GLVFULPLQDWLRQ KDUDVVPHQW VH[XDO KDUL
SURFHGXUH WR DGGUHVYV DQ\ LQFLGHQWYV RI VXFK EHKDYLRXU

)LQDOO\ /HDYH $EVHQFH 3ROLF\ IRU FROOHDJXHV LQ ,WDO\ ZlI
DEVHQFH IRU GLITHUHQW FLUFXPVWDQFHV LQFOXGLQJ EXW QR
EDODQFH IDLU DQG HTXDO WUHDWPHQW RI DOO HPSOR\HHV IRU
GLIIHUHQW OLIH FLUFXPVWDQFHY DQG DGKHUHQFH WR DOO VWDV

(656 6 D E F
3ROLFLHV WR (QVXUH 'LVFULPLQDWLRQ LV 3UHYHQWHG

,Q WKH *OREDO 6H[XDO DQG 2WKHU 'LVFULPLQDWRU\ +DUDVVPHQ
LV IRXQG WR KDYH RFFXUUHG SURPSW DQG DSSURSULDWH FRUU
D GLVFLSOLQDU\ VDQFWLRQ XS WR DQG LQFOXGLQJ WHUPLQD\
HOLPLQDWH WKH KDUDVVPHQW ,W LV DOVR XQODZIXO DQG H[S!I
DJDLQVW RU LQ DQ\ ZD\ YLFWLPLVH DQ HPSOR\HH RU DSSOLFDQ
GLVFULPLQDWRU\ KDUDVVPHQW RU EXOO\LQJ RU IRU FRRSHUD
KDUDVVPHQW (PSOR\HH 5HODWLRQV KDV D SURFHVV WR UHYLHZ
WR GLVFULPLQDWLRQ WKLV LV FRYHUHG E\ WKH 'LVFLSOLQDU\ 3
SROLFLHV

(656 6 G
3URFHVVHYV

(QJDJLQJ ZLWK 2ZQ :RUNIRUFH

'HSHQGLQJ RQ WKH UHOHYDQW (% ORFDWLRQ WKH HPSOR\HHV I
\HDUV EDVHG RQ QDWLRQDO OHJLVODWLRQ 7KH HOHFWHG FDQ
UHSUHVHQWDWLRQ ERG\ DQG UHSUHVHQW WKH ZRUNIRUFH IRU V
PDQDJHPHQW LV QRW LQ VFRSH 7LPH LV SURYLGHG GXULQJ

UHSUHVHQWDWLYHV WR PHHW DQG SUHSDUH IRU WKH PHHWLQJ
OHHWLQJ IDFLOLWLHV DQG LQIRUPDWLRQ DUH SURYLGHG DV UHT
OHHWLQJY EHWZHHQ (% PDQDJHPHQW DQG WKH HOHFWHG HPSO
HYHU\ ZHHN ZHHNV ZHHNV 7KH PHHWLQJ IUHTXHQF\ LV GULYF
WKH DJUHHPHQW ZLWK WKH HPSOR\HH UHSUHVHQWDWLRQ ERG\
7KH PHHWLQJV DUH EDVHG RQ WKH ULJKW WR LQIRUPDWLRQ SD
RQ WKH VXEMHFW 7KH HOHFWHG HPSOR\HH UHSUHVHQWDWLYH
ORFDWLRQ PDQDJHPHQW DWWHQG WKH DIRUHPHQWLRQHG MRLQW



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

(PSOR\PHQW ODZ DQG UXOHV JXLGHOLQHV DUH DSSOLFDEOH D
PDGH ZLWK ZRUNHUV UHSUHVHQWDWLYHV UHODWHG WR WKH UH)
DQG LQFOXGH DQ H[SODQDWLRQ RI KRZ HDFK DJUHHPHQW HQD!
SHUVSHFWLYHV RI LWV RZQ ZRUNIRUFH DQG RXWFRPHV UHVXOYV
RI WKH HQJDJHPHQW ZLWK RXU ZRUNIRUFH

(656 6 D E F G
+RZ WKH 2ZQ ZRUNIRUFH ,QIRUP 'HFLVLRQV $LPHG DW 0DQD

JHHGEDFN IURP WKH PHHWLQJV EHWZHHQ PDQDJHPHQW DQ
UHSUHVHQWDWLYHV LV UHFRUGHG LQ PLQXWHVY DQG LQWHJUDW
EUDQFK PDQDJHPHQW 7KHVH GHFLVLRQV DUH FDVFDGHG WR W
FRPPXQLFDWLRQ DQG DOO VWDII WRZQ KDOOV DOORZLQJ IRU
IHHGEDFN ZDV LQFRUSRUDWHG

%1l< HQJDJHV ZLWK ZRUNIRUFH DQG ZRUNHUVx UHSUHVHQWDWL
PD\ DULVH IURP UHGXFLQJ FDUERQ HPLVVLRQV DQG WUDQVLWLF
RSHUDWLRQV WKURXJK %1< V (QYLURQPHQWDO 6XVWDLQDELOLW!

%1< V (QYLURQPHQWDO 6XVWDLQDELOLW\ $PEDVVDGRUV DFW DV
HPSOR\HHV VSHDN XS WR DPSOLI\ WKH WRSLF Rl VXVWDLQDELO
ZD\V WR HPEHG VXVWDLQDELOLW\ WKURXJKRXW WKHLU GDLO\ C
IRRWSULQW LQFOXGLQJ FDUERQ HPLVVLRQV 7KH\ DOVR FRRUGL
HQYLURQPHQWDO QRQSURILW RUJDQLVDWLRQV WKURXJK HYHQW
DQG SDUN FRQVHUYDQF\

%1< KDV OLPLWHG WKH RSWLRQ WR SK\WLFDOO\ SULQW GRFXPH
WUDLQLQJ SURYLGHG WR HQFRXUDJH DQG SUHSDUH VWDII WR C
SULQWHU DYDLODELOLW\ DQG SK\VLFDO GRFXPHQW VWRUDJH KD
RIILFH

*LYHQ WKH (%xV YDOXH FKDLQ DQG EXVLQHVV PRGHO GHVFUL
HQJDJHPHQW KDV WDNHQ SODFH ZLWK LWV RZQ ZRUNIRUFH LQ U
UHGXFLQJ FDUERQ HPLVVLRQV DQG WUDQVLWLRQLQJ WR JUHHOQ
SDUWLFXODU UHVWUXFWXULQJ HPSOR\PHQW ORVV RU FUHDWLR
VRFLDO HTXLW\ DQG KHDOWK DQG VDIHW\

(656 6
(IHIHEFWLYHQHVV RI (QJDJHPHQW ZLWK 2ZQ ZRUNIRUFH

$W WKH JURXS OHYHO %1< SHUIRUPVY DQ HPSOR\HH HQJDJHPHQW
VXUYH\ FRYHUV GLIITHUHQW VXEMHFWY DQG WRSLFV UHODWHG
XQGHUVWDQGLQJ HPSOR\HH VHQWLPHQW RQ WKHVH VXEMHFWYV
DQRDO\WWHG DQG XVHG WR YDOLGDWH WKH HIITHFWLYHQHVYV RI HJL
RSSRUWXQLW\ IRU IXWXUH LQLWLDWLYHYVY (PSOR\HH HQJDJHPHQ
UHVSRQVH UDWH RI WKH VXUYH\V

J)LQDQFLDO UHVRXUFHVY DUH DOORFDWHG WR HQJDJLQJ ZLWK RXI
LQFOXGLQJ WUDLQLQJ ZHOOQHVYVY DQG RYHUDOO HQJDJHPHQW
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ZRUNIRUFH LQFOXGH UHVRXUFHVY WKDW VXSSRUW WKH ZHOOEHLC
KHDOWK FKDPSLRQV HQJDJHPHQW DFWLYLWLHV WKURXJK HP!
DFWLYLWLHYV LQ WKHLU VSHFLILF DUHDYV

(656 6 H
(656 6  $5
(656 6

(QJDJLQJ ZLWK 9XOQHUDEOH :RUNIRUFH *URXSYV

$V PHQWLRQHG DERYH %1< SHUIRUPV D TXDUWHUO\ VXUYH\ W
SDUWLFLSDWH :H FRQWLQXRXVO\ FROOHFW DQG PHDVXUH HPSC
ZLWK RQJRLQJ LQIRUPDWLRQ RQ HPSOR\HH VHQWLPHQW WR LGH
VXUYH\ IHHGEDFN HQKDQFHPHQWY KDYH EHHQ PDGH WR HPSOR\
ZHOOEHLQJ SURJUDP

(656 6

$FWLRQV
$GGUHVVLQJ ODWHULDO ,PSDFWV RQ :RUNIRUFH

2XU EURDG VXLWH RI RIITHULQJV LQFOXGLQJ EHQHILWYV DQG WUI
SRSXODWLRQ

SHUPDQHQW HPSOR\HHV DQG WKHLU KRXVHKROG GHSHQGHQWYV
PHQWDO ZHOOEHLQJ WKURXJK DQ HIWHUQDO SURYLGHU 7KH SU
DFFHVV WR FRQYHQLHQW SHUVRQDOLVHG PHQWDO KHDOWK VXS
Rl lUHH WKHUDS\ DQG IUHH FRDFKLQJ VHVVLRQV SHU \HDU IRU H
DOVR SURYLGHV XQOLPLWHG FDUH QDYLJDWRU DSSRLQWPHQWYV
FULVLV VXSSRUW DQG ZRUN OLIH VHUYLFHYV

(IMTHFWLYHQHVYVY RI WKHVH SURJUDPV ZLOO EH PHDVXUHG WKURX
GDWD IHHGEDFN DQG RXU HPSOR\HH HQJDJHPHQW VXUYH\

(656 6 F G
$FWLRQV 30DQQHG WR OLWLJDWH DQG 7UDFN 5LVNV IRU 2Z¢

JRU RUNHUVx 5LJKWV WR VXSSRUW DGKHUHQFH WR HYROYL
UHTXLUHPHQWY WKH (% V $GYLVRUV &RPSOLDQFH LQWHUQDO
SDUWQHU ZLWK WKH 3HRSOH 7HDP WR SURDFWLYHO\ LGHQWLI\ F
FKDQJHV WKHUHE\ PLWLJDWLQJ WKH ULVN RI QRQFRPSOLDQFH Z

YRU 7UDLQLQJ DQG 6NLOOV 'HYHORSPHQW LQ OLQH ZLWK LQ!
HPSOR\HHV DUH UHTXLUHG WR FRPSOHWH PDQGDWRU\ OHDUQ
FRPSOHWLRQ &RPSOLDQFH ZLWK ODQGDWRU\ /HDUQLQJ LV UHSR
EDVLV $GGLWLRQDOO\ HOHFWLYH WUDLQLQJ LV DYDLODEOH WK
WUDLQLQJ LV SURYLGHG DW WKH PDQDJHUXV GLVFUHWLRQ

(656 6 D $5
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$FWLRQV WR 3XUVXH 2SSRUWXQLWLHYV IRU 2ZQ :RUNIRUFH

$FWLRQV FRQGXFWHG LQ WKH (% DUH LQIRUPHG E\ WKH %1< I
ZRUNIRUFH %1< ORRNV WR SURPRWH D VHQVH RI EHORQJLQJ DF
WKH ZHOOEHLQJ RI RXU SHRSOH VR WKDW WKH\ FDQ GR WKHLU E
IXOILOOLQJ OLYHV

%1< ORRNV WR DWWUDFW WKH EHVW WDOHQW IURP DFURVV W
DSSURDFK E\ OHDQLQJ LQWR HDUO\ FDUHHU WDOHQW UHFUXLW
FDPSXV VWUDWHJ\ 7KLV DSSURDFK LV DGRSWHG E\ WKH (%

3URJUDPY DUH GHOLYHUHG DQG SROLFLHY DUH FUHDWHG WKDW
RSHUDWLQJ DQG JRYHUQDQFH PRGHOV DQG WKURXJKRXW WKH W
WKHLU IXO0O SRWHQWLDO VWDUWYV ZLWK KDYLQJ WKH EHVW WDOC
7TKURXJK D FRQWLQXXP RI LOQWHJUDWHG SHUIRUPDQFH DQG GHY!
WRIJHWKHU WR UHLQIRUFH FXOWXUH FKDQJH %1< LV DWWUDFW
WXUQ HPSOR\HHV DUH HTXLSSHG ZLWK WKH WRROV WR WDNH R
EXVLQHVV RXWFRPHV IRU WKH FRPSDQ\ %HORQJLQJ SURJUDPV |
WKULYLQJ ZRUNLQJ HQYLURQPHQW ZKHUH HYHU\RQH IHHOV FR
DFKLHYLQJ WKH FRPSDQ\xV EXVLQHVV JRDOV %1l< KDV D JO
UHVRXUFHY SURJUDPV WRROV DQG LQLWLDWLYHY GHVLIQHG W

7KURXJK WKH OHDUQLQJ SODWIRUP HPSOR\HHV FDQ DFFHVV F)
OLEUDU\ Rl PLFUR OHDUQLQJV WR VXSSRUW VNLOO EXLOGLQJ E
D FXOWXUH RI EHORQJLQJ 2Q D FRQWLQXLQJ EDVLV HPSOR\HH
ZRUN DQG SURJUDPPLQJ OHG E\ %HORQJLQJ &RXQFLOV DQG ( %!
WKURXJK LQWHUQDO DQG H[WHUQDO FRPPXQLFDWLRQ FKDQQHOV

(656 6 E

OHWULFYVY DQG 7DUJHWYV

TDUJHWYV DURXQG :RUNIRUFH

$V PHQWLRQHG DERYH LQ RUGHU WR PHHW UHJXODWRU\ H[SHFW
WR LPSURYH VHQLRU ZRPHQ UHSUHVHQWDWLRQ DFURVV (0($ $Q
LV UHSRUWHG YLD WKH FRPSDQ\ V ZHEVLWH (PSOR\HHV DQG HF
HQJDJHG LQ WKH VHWWLQJ Rl WKLV JRDO (0($ VHQLRU PDQDJHPI
IURP WKH (% DSSURYHG WKH JRDO LQ

,Q WKH 303 WDUJHWYV DUH DJUHHG DQG VHW DW LQGLYLGXDO O
WKURXJK WKH EDQN DQG VHW DQG DJUHHG DW VWDUW RI WKH
UHYLHZHG DQG PHDVXUHG RQ SHUIRUPDQFH DPRQJ RWKHU WDUJ
LV EDVHG RQ ZKDW KDV EHHQ DFKLHYHG RQ WKH JRDOV VHW DW

'H FRQWLQXRXVO\ PRQLWRU YDULRXV PHWULFV DFURVV WKH EDC
FRQMXQFWLRQ ZLWK RXU SROLFLHY DQG RYHUDOO VWUDWHJ\

2QJRLQJ PRQLWRULQJ DQG UHFRPPHQGHG DFWLRQV DUH SUHVF
LQFOXGHY UHSUHVHQWDWLRQ RI WKH (% DQG WKH (%xV ([&R
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(656 6 D E F
6 (PSOR\HH &KDUDFWHULVWLFV

3O0HDVH VHH GDWD EHORZ RQ (% V HIIRUWV WR LQYHVW LQ L\
DVVRFLDWHG RXU UHVXOWYV

2ZQ :RUNIRUFH

7KH WDEOHV EHORZ SUHVHQW WKH EUHDNGRZQ RI (% HPSOR\H}
HPSOR\PHQW FRQWUDFW (656 6 D E (656 6%0 D LL

7TDEOH (PSOR\HH +HDG &RXQW E\ *HQGHU KHDG FRXQW DY

ODOH
YHPDOH
2WKHU

1RW UHSRUWH|G

7TRWDO (PSOR\HHV
*HQGHU DV VSHFLILHG EV (PSORVHHV WKHPVHOYHYV

7TDEOH (PSOR\HH +HDG &RXQW LQ &RXQWULHV ZLWK DW /
FRXQW DV RI \HDU HQG

&RXQWU\ 1XPEHU RI HPSOR\HHV KHEC
3RODQG
LUHODQG
IX[HPERXUJ
%HOJLXP
*HUPDQ\
7RWDO (PSOR\HHYV

7TDEOH ,QIRUPDWLRQ RQ (PSOR\HHV E\ &RQWUDFW 7\SH ¢
KHDG FRXQW DV RI \HDU HQG

JHPDOH ODOH 2WKHU I1RW
1XPEHU RI HPSOR\HHV KHDG FRXQW )7(

1XPEHU RI SHUPDQHQW HPSOR\HH

1XPEHU RI WHPSRUDU\ HPSOR\HH\

IXPEHU RI QRQ JXDUDQWHHG KRXUV HPSC

-. -' .vv ] ] » .- --v vv'-.v-.v-v

'LVFORWVHGVD O
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1XPEHU RI HPSOR\HHV ZKR KDYH OHIW XQGHUWDNLQJ
3HUFHQWDJH RI HPSOR\HH WXUQRYHU
(656 6 F

'"HVFULSWLRQ RI OHWKRGRORJLHV DQG $VVXPSWLRQV XVH
‘DWD

‘H KDYH XVHG WKH DFWXDO KHDGFRXQW SXOOHG RXW RI RXU V\
SUHYDLOLQJ ZLWKLQ RXU LQWHUQDO 3HRSOH GDWD UHSRUWLQJ
QRQ JXDUDQWHHG KRXUV IX0O0 WLPH DQG SDUW WLPH HPSOR\H
QR LQKHUHQW GLIIHUHQFH EHWZHHQ %1< GHILQLWLRQV DQG QDV
DUH UHSRUWHG LQ +HDGFRXQW :H KDYH FRQVLGHUHG WKH KH
HTXLYDOHQW 7KLV GDWD LV SUHVHQWHG IRU WKH (% OHJDO HC
DFFRXQWY GDWD KDV EHHQ XVHG IRU FURVV UHIHUHQFLQJ WKH K

(656 6 G L LL (656 6 H (656 6 |
7RWDO HPSOR\HHV
(656 6%0 D LLL

&ROOHFWLYH %DUJDLQLQJ &RYHUDJH DQG 6RFLDO 'LDORJX}

SHUFHQWDJH RI WRWDO HPSOR\HHV FRYHUHG ‘ROOHFWLYH ED
&ROOHFWLYH %DUJDLQLQJ &R¥FHDOJHDORJXH

&RYHLWUF(?BWR\HHVCNH$OR\HHV()]HQJNSODFH UHSU
U FRXQWU(($V RYWKPDWH (RBURQO\

SO

HV

IR

HP

HSU
R

!
U HQW LHRIS O
WRWDO HPSODUHSUHV
WRWDO
*HUPDQ\ ,UHDPDQG
3RODQG ,UHODQG
1RQH 1% 1RQH
IX[HPERXUJ [ 1% 1RQH
1RQH 1% %HOJLXP
%HOJLXP 1% *HUPDQ\ /X[HPERIXUJ
3RODQG 7KH 1IHWKHUODQG
(656 6 D
(656 6 E F
(656 6 D

(656 6  $5
(XURSHDQ :RUNV &RXQFLOV
7KH (% GRHV QRW KDYH D (XURSHDQ ZRUNV FRXQFLO

(656 6 E
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(PSOR\HH 'LVWULEXWLRQ

*HQGHU 'LVWULEXWLRQ RI (PSOR\HHV DW 7RS ODQDJHPHQW

*HQGHU

ODOH

YHPDOH

2WKHU

1RW 'LVFORVHG

7TRWDO
*HQGHU DV VSHFLILHG EV (PSORVHHVY WKHPVHOYHV

+HDG QM/RHHm$FRXQW
ODQDJHPHQW ODQDJHPHQW

(656 6 D

'HILQLWLRQ RI 7RS ODQDJHPHQW IRU *HQGHU 'LVWULEXWLRQ

JRU WKH UHOHYDQW GLVFORVXUHV ZH KDYH XVHG WKH %1< VWD
ZKLFK LV FRQVLVWHQW DFURVV DOO RXU LQWHUQDO DQG H[WHU
LQFOXGHY 0DQDJLQJ 'LUHFWRU 6HQLRU 'LUHFWRU 'LUHFWRUYV >

(656 6  $5

$JH 'LVWULEXWLRQ DFURVYV 2XU :RUNIRUFH

$JH *URXS SHUFHQW

8QGHU \HDUV ROG
\HDUV R|OG

2YHU \HDYV ROG

(656 6 E
$GHTXDWH :DJHV

,Q UHODWLRQ WR DGHTXDWH PLQLPXP ZDJHV DUNMWMVEDEOLRKHW B

IUDPHZRUN IRU
$GHTXDF\ RI VWDWXWRU\ PLQLPXP ZDJHV ZLWK WKH DLP R
ZRUNLQJ FRQGLWLRQV O ZKHUH PLQLPXP ZDJHV DQG RU FR
SURYLGHG LQ QDWLRQDO ODZ WKH EDQN FRQGXFWV D PDUN
3URPRWLQJ FROOHFWLYH EDUJDLQLQJ RQ ZDJH VHWWLQJ O
IDLU ZDJH VWUXFWXUH DQG LQ FDVH Rl GLVSXWHV SHHU DQC
DQG
(QKDQFLQJ HIIHFWLYH DFFHVV Rl ZRUNHUV WR ULJKWV WR
SURYLGHG IRU LQ QDWLRQDO ODZ DQG RU FROOHFWLYH D.
PLQLPXP ZDJHV DUH VHW E\ ODZ WKH EDQN PRQLWRUYV
FRPSHQVDWLRQ RI LWV HPSOR\HHV LQ OLQH ZLWK WKH L
DJUHHPHQWY DUH DSSOLFDEOH WKH ILUP FRQGXFWV D U
DJUHHPHQWY FDWHJRULHV VR WKDW HPSOR\HHV DUH DVVLJC
DQG DUH SDLG DFFRUGLQJO\

", 5(&7,9( (8 2) 7+( (8523($1 3$5/,$0(17 $1' 2) 7+( &281&,/ Rl 2FWREHU RQ DC
PLQLPXP ZDJHV LQ WKH (XURSHDQ 8QLRQ
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7KH (% GRHV QRW KDYH DQ\ FRXQWULHYV ZKHUH HPSOR\HHV HDU
ZDJH EHQFKPDUN

(656 6
(656 6

SHUVRQV ZLWK 'LVDELOLWLHYV

7KH (% GRHV QRW UHSRUW ZRUNIRUFH GLVDELOLW\ GDWD

(656 6
(656 6 $5
7UDLQLQJ DQG BNLOOV 'HYHORSPHQW

%1l< KDV D VWURQJ WUDLQLQJ SURJUDP ZLWK D IRFXV RQ HQDEO
WUDLQLQJ ZLWK RSWLRQV IRU VSHFLDOLVLQJ LQ PDQ\ PRUH D
UHODWHG WR ZRUNIRUFH WUDLQLQJ

SHUIRUPDQFH DQG &4DUHHU '"HYHORSPHQW 5HYLHZYV

3HUIRUPDQFH 'HYHORSPHQW 5HYLHZ &
ODOH
YHPDOH
2WKHU o)
1RW 'LVFORVHG
7RWDO
3HUIRUPDQFH 'HYHORSPHQW 5HYLHZ ,(
ODOH
YHPDOH
2WKHU o)
1RW 'LVFORVHG
7RWDO

'LVDELOLW\ GDWD LQ FRPSOLDQFH ZLWK *'35 DQG ORFDO HPSOR\PHQW UHJXODWLRC
HPSOR\HHV 7KH (% GRHV KDYH D SURFHVV IRU HPSOR\HHV ZLWK GLVDELOLWLHV YLVLE
SURJUDP¥V¥MHVY WR UHVRXUFHV SUDFWLFHV DQG SROLFLHV WR VXSSRUW WKHLU ZHOOE
GXULQJ WKH KLULQJ SURFHVYV

1XPEHUV DUH URXQGHG WR WKH QHDUHVW ZKROH QXPEHU
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$YHUDJH /HDUQLQJ +RXUV SHU (PSOR\HH ODQGDWRU\ DQG [

&RQWHQW $RXOUR\HH\V$YHUDJH /H
P

H /HC
+UV SHU (PS

7JRWDO &RQWHQW +RXUV

$00 /HDUQLQJ +RXUV ODOH

$00 /HDUQLQJ +RXUV )HPDOH

$00 /HDUQLQJ +RXUV 2WKHU

$O00 /HDUQLQJ +RXUV 1RW 'LVEORVHG

$YHUDJH /HDUQLQJ +RXUV SHU (PSOR\HH (OHFWLYH /HDUQL

&RQWHQW $RXQUR\HHV$YHUDJIH /HD
+UV SHU (PS

(/(&7,9( /HDUQLQJ +RKUV O0DOH

(/(&7,9( /HDUQLQJ +RKUV
YHPDOH

(/(&7,9( /HDUQLQJ +RKUV 2WKH|U

(/(&7,9( /HDUQLQJ +RKUV 1RW
'LVFORVHG

(656 6 D E

5SHPXQHUDWLRQ

(% V *HQGHU 3D\ JDS

(656 6 D

$QQXDO WRWDO UHPXQHUDWLRQ UDWLR

(656 6 E

&RQWH[WXDO ,QIRUPDWLRQ DQG OHWKRGRORJ\

JRU WKH SXUSRVH RI JHQGHU SD\ JDS UDWLR WKH IROORZLQJ FIL
DQQXDO UHPXQHUDWLRQ RI DOO (% HPSOR\HHV GXULQJ UHSRL
LGHQWLILHG JHQGHU LQIRUPDWLRQ IRU HDFK HPSOR\HH LQ RUG
HPSOR\HHV &DOFXODWH WKH DYHUDJH Rl WKH WRWDO DQQXDO
SRLQW $ DQG FDOFXODWH WKH DYHUDJH RI WKH WRWDO DQQXI
GDWD SRLQW % $SSO\ FDOFXODWLRQ $ % $

JRU WKH SXUSRVH RI DQQXDO WRWDO UHPXQHUDWLRQ UDWLR W

XS WKH WRWDO DQQXDO UHPXQHUDWLRQ RI DOO (% HPSOR\HHYV
KLIKHVW WR ORZHVW WRWDO DQQXDO UHPXQHUDWLRQ WR ILQG



WKH (XURSHDQ %DQN
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IXOO OLVW DQG FDOFXODWH WKH

5HPRYH $ IURP WKH
$SSO\ FDOFXODV

SRLQW $
WKH UHPDLQLQJ SRSXODWLRQ GDWD SRLQW %

(656 6 F
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%XVLQHVV &RQGXFW
*RYHUQDQFH

5ROH Rl WKH $GPLQLVWUDWLYH ODQDJHPHQW DQG 6XSHUY|
30HDVH UHIHU WR 6HFWLRQ RI WKH %RDUG RI '"LUHF\
(656 * (656 *29 D

%XVLQHVV &RQGXFW ([SHUWLVH

%DVHG RQ WKH FROOHFWLYH ERDUG VNLOOV PDWUL[ WKHLU H[S

O 6WUDWHJ\ WKH ERDUG PHPEHUV FROOHFWLYHO\ KDYH D

EXVLQHVV VWUDWHJI\ WKLQN VWUDWHILFDOO\ DQG LGHQ)\
RSSRUWXQLWLHY DQG WKUHDWV WR WKH FRPSDQ\

O 5LVN DQG FRPSOLDQFH RYHUVLJKW WKH ERDUG GHPRQVWUL
WKH FRPSDQ\ V ULVN SURILOH LGHQWLI\ NH\ ULVNV DQG
PDQDJHPHQW IUDPHZRUNV DQG V\VWHPV

O )LQDQFLDO DXGLW DQG WD[ WKH ERDUG KDV VLJQLILFDQ
ILQDQFH ZLWK WKH DELOLW\ WR DQDO\VH ILQDQFLDO VWDV
DQG SHUIRUPDQFH

O ([HFXWLYH SHRSOH ODQDJHPHQW WKH ERDUG PHPEHUV KD
PDQDJLQJ SHRSOH RYHUVHHLQJ DQG HYDOXDWLQJ WKH SHU
DQG RYHUVHHLQJ ODUJH VFDOH RUJDQLVDWLRQDO FKDQJH P

O ,QGXVWU\ H[SHULHQFH WKH ERDUG SRVVHVVHV VXEVWDQWL
ILQDQFLDO VHUYLFHV EXVLQHVVHV LQFOXGLQJ &DSLWDO
$VVHW ODQDJHPHQW ,VVXHU 6HUYLFHV &OHDULQJ B6HWWOI
RU &XVWRG\ 6HFXULWLHYV 6HUYLFHYV

O *RYHUQPHQW UHJXODWRU\ DIIDLUV WKH ERDUG KDV D JRR

SRLQWYV RI IRFXV DQG NH\ FRPSHWHQFLHV H[SHFWHG EDVHG
'LJLWDOLVDWLRQ DQG WHFKQRORJ\ H[SHULHQFH WKH EF
H[SHULHQFH LQ GLJLWDOLVDWLRQ DQG WHFKQRORJ\ ZKLF
VWUDWHJILF LQLWLDWLYHYV

%XVLQHVV DGPLQLVWUDWLRQ WKH ERDUG KDV D VROLG IRX
FRQWULEXWLQJ WR HIIHFWLYH JRYHUQDQFH DQG RSHUDWLR
2SHUDWLRQDO H[SHULHQFH WKH ERDUG PHPEHUV EULQJ YI
ZKLFK KHOSV LQ XQGHUVWDQGLQJ DQG PDQDJLQJ WKH FRPS
,QQRYDWLRQ H[SHULHQFH WKH ERDUG GHPRQVWUDWHYV D FI
HVVHQWLDO IRU VWD\LQJ FRPSHWLWLYH DQG GULYLQJ JURZ\
&OLHQW IRFXV WKH ERDUG KDV D VWURQJ FOLHQW IRFXV
H[SHFWDWLRQV DQG

&OLPDWH ([SHULHQFH WKH ERDUG KDV UHOHYDQW H[SHUL
ZKLFK LV LQFUHDVLQJO\ LPSRUWDQW IRU VXVWDLQDEOH EXV

O

o O O O O

,Q FRQFOXVLRQ WKH ERDUG LV ZHOO HTXLSSHG ZLWK WKH QHFF
DQG JXLGH WKH FRPSDQ\ V EXVLQHVV FRQGXFW PDWWHUYV

(656 * (656 *209 E
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,PSDFWV 5LVNV DQG 2SSRUWXQ|

$V VWDWHG KHUHLQ JRYHUQDQFH UHODWHG ULVN FRQVLGHUD\
DFURVV WKH ILUP UXQ E\ WKH 3HRSOHxV WHDP /HJDO 5LVN DOQ
IRU LGHQWLI\LQJ DVVHVVLQJ DQG PDQDJLQJ WKHVH ULVNV :KH
DUH QRW FDSWXUHG LQ %$8 SUDFWLFHV WKHQ DGGLWLRQDO
H[LVWLQJ SURFHVVHYV

%XVLQHVV &RQGXFW 3ROLFLHY DQG &RUSRUDWH &XOWXUH

7KHUH LV D SROLF\ LQ SODFH WR SURPRWH JXLGDQFH E\ RXU F»
ZH DLP WR GR ZKDW LV ULJKW QR PDWWHU WKH LPSDFW RQ D
ZRUNLQJ UHODWLRQVKLS 7KH NH\ JXLGHOLQHV IRU RXU FRGH
$YRLGLQJ &RQIOLFWV &RQGXFWLQJ %XVLQHVV :RUNLQJ ZLWK *
$VVHWV DQG 6XSSRUWLQJ RXU FRPPXQLWLHV 7KHVH DORQJ
BULQFLSOHV RI %H &OLHQW 2EVHVVHG 6SDUN 3URJUHVV 2Z(
7JRIJHWKHU DUH SURPRWHG WR FROOHDJXHV RQ D UHJXODU EDV
7KH JRDOV VHW DW WKH VWDUW RI WKH \HDU DUH EDVHG RQ W
IURP RWKHU FROOHDJXHY DQG WKURXJK WKH 303 ZKLFK OHDGV
7KHUH LV DOVR LQIRUPDWLRQ DYDLODEOH WKURXJK WKH FRPSDC

JRU PRUH GHWDLOV RQ WKH SROLFLHVY WKDW VXSSRUW WKH &RG
SODFH WR PDQDJH LWV PDWHULDO ,52V UHODWHG WR EXVLQHVYV

(656 *

%1l< LQFOXGLQJ WKH (% KDYH VHYHUDO PHFKDQLVPV LQ SODI
LQYHVWLIJDWLRQV FRQFHUQV DERXW XQODZIXO EHKDYLRXU RU R
FRQFHUQV FDQ EH UDLVHG E\ VSHDNLQJ WR D UHOHYDQW PDQDJ
VHYHUDO RSWLRQV H[LVW VRPH RI ZKLFK DUH DQRQ\PRXV WKD\
DQRQ\PRXV RSWLRQV LQFOXGH WKH (WKLFV +HOS /LQH ZKLFK
FRPSDQ\ V (WKLFV RIILFH WKH (WKLFV +RW /LQH DQ LQGHSH
HWKLFSRLQW FRP KRVWHG RQ (WKLFV 3RLQW V VHFXUH VHUYH!
ZHEVLWH RU LQWUDQHW $ IXUWKHU RSWLRQ LV WKH (WKLFV PDL
LV QRW DQRQ\PRXV

.| D FRQFHUQ LQYROYHV SRWHQWLDO FULPH RU XQXVXDO FOLHQ
,QFLGHQW 5HSRUW ZLWKLQ KRXUV 7KHUH LV D OLQN SURYLGI
FRPSDQ\ V ,QWUDQHW 6LWH IRU UHSRUWLQJ SXUSRVHV $00 FRC
WR WKH 'LUHFWRU V PDLOER[ $V DERYH WKHUH LV DOVR WKH (V
(WKLFV WHDP DQG LV QRW DQRQ\PRXV 7KHUH LV DQ DQQXDO 3
UHSRUW WKDW HDFK FROOHDJXH PXVW DJUHH WR RU GHFODUH |
KDYH LQ WKH PDWWHU

7KLY SURFHVYV IRU UHSRUWLQJ LV ODLG RXW LQ WKH 6XVSLFLRX"
%DVHG (PSOR\HHV 6XVSLFLRXV $FWLYLW\ LQFOXGHYV DOO DFWHX
PRQH\ ODXQGHULQJ WHUURULVW ILQDQFLQJ VDQFWLRQV HYD\
XQXVXDO DFWLYLWLHV ,VVXHV UHSRUWHG YLD WKHVH 5HSRU
LQYHVWLIJDWHG DV DSSURSULDWH ,QYHVWLJDWLRQV DUH FRQG
%1< ZLWK LQYROYHPHQW DW D ORFDO OHJDO HQWLW\ OHYHO Z
SROLF\ ZKLVWOHEORZLQJ KDV EHHQ GHILQHG ZLWKLQ WKH (8 1

RI WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO [
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SURWHFWLRQ RI SHUVRQV ZKR UHSRUW EUHDFKHV RI (8 0Dz U
'LUHFWLYHU DV LPSOHPHQWHG LQWR WKH QDWLRQDO ODZV RI (8

(656 * D
5HSRUWLQJ 6DIHJXDUGY DQG :KLVWOHEORZHU 3URWHFWLRC

,Q DGGLWLRQ WR WKH ZKLVWOHEORZLQJ FKDQQHOV ODLG RXW D
&HQWUH ZKLFK LV DQ LQWHUQDO QRQ DQRQ\PRXV VI\VWHP DGPLC
LV D OLQN SURYLGHG WR WKLV RQ WKH ODQGLQJ SDJH RI WKH
SURPRWHG WKURXJK PDQGDWRU\ DQQXDO WUDLQLQJ 7KURXJK V
FRPSDQ\V LQWUDQHW WKHUH LV DOVR LQIRUPDWLRQ UHJDUGI
FRPSDQ\ WKURXJK YDULRXV UHJLRQV

$ VHFWLRQ RI WKH :KLVWOHEORZLQJ 3ROLF\ UHIHUV WR 'LUHF\
SURWHFWLRQ DJDLQVW UHWDOLDWLRQ WR LWV RZQ ZRUNHUV ZKI

(656 * D F G

$QQXDO WUDLQLQJ LV SURYLGHG IRU WKH IROORZLQJ SROLFLHV
8S B5HSRUWLQJ DQG 1RQ UHWDOLDWLRQ 3ROLF\ RQ ,GHQWLI\
6XVSLFLRXV $FWLYLW\ IRU 86 %DVHG (PSOR\HHVY DQG &RQWUDFYV
%DVHG (PSOR\HHV 7KLV LV WDUJHWHG DW DOO %1< HPSOR\HHV
RQOLQH RU LQ SHUVRQ WUDLQLQJ LQFOXGLQJ IRFXVHG UHIUHVK
DQ\ DGGLWLRQDO WUDLQLQJ SURYLGHG ZLOO EH DSSOLFDEOH V
ZLOO DOVR EH SURYLGHG WR PDQDJHUV ZKR KDYH GLUHFW UF
UHJDUGOHVV RI ZKHWKHU WKH\ WKHPVHOYHV DUH EDVHG LQ (0
XQGHUVWDQG DQG DGKHUH WR WKH (0($ :KLVWOHEORZLQJ DUUDC

(656 * J

ODQDIJHPHQW RI SHODWLRQVKLSYV ZLWK 6XSSOLHUV
6 XSSO\ &KDLQ 5LVNV DQG ,PSDFWV

7KH (62 2QERDUGLQJ DQG (62 2QJRLQJ PRQLWRULQJ WHDP LGH
WKLUG SDUW\ UHODWHG ULVN WKURXJK WKH WKLUG SDUW\ GX
UHODWLRQVKLSY GXULQJ RQERDUGLQJ DQG RQJRLQJ PRQLWRULC
LQFOXGH 60(V ZLWKLQ WKH HQWHUSULVH VXVWDLQDELOLW)\ WHLE
WKLUG SDUW\ (6* ULVN DVVHVVPHQWY FRQVLVWHQW ZLWK WKH
HQYLURQPHQWDO ULVNV

7KH VFRSH RI FRYHUDJH IRU WKH WKLUG SDUW\ (6* GXH GL
UHYLHZ RI YHQGRU HQJDJHPHQWV ZLWK DQ LQKHUHQW ULVN
UHDVVHVVPHQW FDGHQFH ,Q DGGLWLRQ WR WKH DERYH W\SH R
GHOLYHUHG LQ FRXQWULHVY WKDW ZHUH GHHPHG KLJK ULVN KLJ
FDWHJRULHV IRU PRGHUQ VODYHU\ HJ ODERXU KLUH O FRQWI
SURFHVV RXWVRXUFLQJ RQVKRUH O PDLO VRUWLQJ GRFXPHQ\
DOVR LQFOXGHG LQ WKH VFRSH LUUHVSHFWLYH RI WKH LQKHUH
UDWLQJV ZKLOH GXH GLOLJHQFH ZDV FRQGXFWHG LQ LQI
FROOHFWLRQ SXUSRVHV RQO\ ,Q (62 ZLOO XVH D QHZ WKLU
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SDUW\ GXH GLOLJHQFH DXWRPDWLFDOO\

$Q\ JDSV LGHQWLILHG WKURXJK WKH GXH GLOLJHQFH DVVHV\
RQERDUGLQJ DQG RQJRLQJ PRQLWRULQJ DUH UHFRUGHG LQ %1
UHFRUG (YHU\ JDS KDV D VHYHULW\ UDWLQJ UHIOHFWHG XVLQ.
KLJK DQG DUH WUDFNHG WKURXJK UHPHGLDWLRQ /LQHV RI %X\
QRQ FRPSOLDQFH LGHQWLILHG E\ WKH DVVHVVPHQW H J WKH
$GGLWLRQDOO\ DV SDUW RI (62xV RQJRLQJ PRQLWRULQJ SURFH'
VHW XS WR QRWLI\ WKH EXVLQHVV RI DQ\ XSGDWHV IRU WKH DSS

&RQVLVWHQW ZLWK WKH (&%xV JXLGH RQ FOLPDWH UHODWHG
HVWDEOLVKHG WR UHSRUW DQG PRQLWRU WKLUG SDUW\ (6* UL\
GLOLJHQFH SURFHVV (6* .5, DQG WKH XQGHUO\LQJ GDWD ZLOO |
ULVN GDVKERDUG 7KLV ZLOO DOVR EH FRQVXPHG E\ WKH (5
JRYHUQDQFH JURXSYV IRU PDQDJHPHQW UHSRUWLQJ

(656 * D
6XSSOLHU 5HYLHZV IRU 6RFLDO DQG (QYLURQPHQWDO )DFWRUYV

%1< KDV HVWDEOLVKHG D VXSSOLHU FRGH RI FRQGXFW WKDW
ZRUNHU KHDOWK DQG VDIHW\ ODERXU DQG KXPDQ ULJKWYV
VXVWDLQDELOLW\ HWKLFV FRPPXQLW\ FRPPLWPHQW FRQIOLF\
EXVLQHVY SUDFWLFHYV 7KLV VXSSOLHU FRGH RI FRQGXFW DSSO|
JOREDOO\ DQG DUH H[SHFWHG WR FRPSO\ 6XSSOLHUV FRQILUF
LQFOXGLQJ RXU 6XSSOLHU &RGH RI &RQGXFW SHU WKHLU H[HFX)
VXFK ZH KDYH QR VSHFLILF WDUJHWYV LQ SODFH LQ WKLY DUHD

7KH WKLUG SDUW\ ULVN DVVHVVPHQW OLIHF\FOH VWDUWV ZLWK
YHQGRU VHOHFWLRQ $V D SDUW RI YHQGRU VHOHFWLRQ UHTXH
U5), 5) 30 WHPSODWHV LQFOXGH TXHVWLRQV RQ WRSLFV VXFK
EXVLQHVYV UHTXLUHPHQWY 7KH EXVLQHVV WHDP WKDW RXWVRX
YHQGRU FRQILUPV WKH NH\ VHOHFWLRQ FULWHULD IDFWRUV ED
UHODWHG UHTXLUHPHQWYVY IURP WKH LQLWLDO TXHVWLRQQDLU
ILQDOL]HG LQWR WKH SDFNDJH WKDW LV LQFOXGHG LQ DQ 5), 5)3
DUH EHLQJ UHYLHZHG IRU XSGDWHV WR LQFOXGH DGGLWLRQ
IUDPHZRUN WKDW ZLOO EH ELQGLQJ LQ DOO WKLUG SDUW\ YHQGH

(656 * E
SULYDF\ DQG 'DWD 3URWHFWLRQ

BULYDF\ DQG GDWD SURWHFWLRQ VWUDWHJ\ DQG LPSOHPHQWDW
DQG DUH HPEHGGHG ZLWKLQ DQG FRPSOLHG ZLWK E\ WKH (%

6WUDWHJ\

THFKQRORJLFDO GHYHORSPHQWYV LQFOXGLQJ WKH XVH RI %,
RSSRUWXQLWLHYV IRU ILQDQFLDO VHUYLFHY LQVWLWXWLRQV VXI
GHYHORS LPSURYHG SURGXFWYVY DQG VHUYLFHV VXSSRUW FOLHQ
EHWWHU PDQDJH ULVN 'DWD SULYDF\ LV WKH ULJKW Rl LQGLY
SHUVRQDO LQIRUPDWLRQ LV FROOHFWHG DQG ZKR FDQ SURFHVV
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SXUSRVHV %1l< DQG RWKHU RUJDQLVDWLRQV DUH VXEMHFW W
DFFRXQWDEOH IRU FROOHFWLQJ DQG XVLQJ SHUVRQDO LQIRUPE
YLHZ WKH SURWHFWLRQ RI SULYDF\ DV DQ RSSRUWXQLW\ WR HDU
WR DFWLQJ HWKLFDOO\ DQG ODZIXOO\ ZKHQ KDQGOLQJ WKH ¢
HPSOR\HHV DQG RWKHU VWDNHKROGHUYV

*RYHUQDQFH

%1<xV GDWD SULYDF\ SURJUDP LV OHG E\ RXU *OREDO 3ULYDF\ =
GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI WKH %1< 3ULYDF\ )UL
SURFHGXUHVY DQG FRQWUROV 2XU GDWD SULYDF\ IUDPHZRUN D
OHDGLQJ LQWHUQDWLRQDO SULYDF\ VWDQGDUGY DQG IROORZ W
ILQDQFLDO VHUYLFHV LQGXVWU\ 6SHFLILF UROHY DQG UHVSRQ\
BULYDF\ 2IILFH /R% &RUSRUDWH )XQFWLRQV 3ODWIRUPV DQG W
IXQFWLRQV 7KH GDWD SULYDF\ SURJUDP LV JRYHUQHG E\ WKH (¢
ZLWK HVFDODWLRQ URXWHV LQWR ([HFXWLYH 2YHUVLJKW FRPPLW

'‘DWD 3ULYDF\ 3BROLFLHVY DQG ,QGLYLGXDO 5LJKWYV

%1< KDV LPSOHPHQWHG GDWD SULYDF\ SROLFLHY DQG SURFHGXU
XWLOLVH SHUVRQDO LQIRUPDWLRQ 7KH SROLFLHV DQG SURFHGX

O 3URYLGLQJ LQGLYLGXDOV ZLWK SULYDF\ QRWLFHV WR LQIR!
SHUVRQDO LQIRUPDWLRQ KRZ ZH ZLOO XVH LW DQG ZKDW U]
O ,GHQWLI\LQJ DQ DSSURSULDWH OHJDO EDVLV WR SURFHVV
UHTXLUHG VHHNLQJ FRQVHQW
OLQLPLVLQJ WKH YROXPH RI SHUVRQDO LQIRUPDWLRQ ZH SU
ZKLFK LV QHFHVVDU\ IRU SURFHVVLQJ SXUSRVHV DQG QR\
UHTXLUHG IRU WKHVH SXUSRVHV XQOHVV ZH DUH UHTXLUHG
DFFRXQWLQJ RU WHFKQLFDO UHTXLUHPHQWYV
2SHUDWLQJ D SURFHVV WR UHVSRQG WR LQGLYLGXDOV ZKR |
&DUU\LQJ RXW GDWD SURWHFWLRQ LPSDFW DVVHVVPHQWV W
IRU QHZ RU XSGDWHG SHUVRQDO LQIRUPDWLRQ SURFHVVLQJ
SURWHFWLQJ SHUVRQDO LQIRUPDWLRQ E\ RSHUDWLQJ DOQ
DOLJQHG WR JOREDO VWDQGDUGYV
,PSOHPHQWLQJ DSSURSULDWH SURWHFWLRQV ZKHQ ZH WUD
LQWHUQDWLRQDO ERUGHUYV
,PSOHPHQWLQJ WKLUG SDUW\ JRYHUQDQFH VR WKDW RXU G
VXSSOLHUV ZKHQ WKH\ SURFHVV SHUVRQDO LQIRUPDWLRQ R
ODLQWDLQLQJ DQ LQYHQWRU\ RI WKH SHUVRQDO LQIRUPD)
DFWLYLWLHY OLVWHG DERYH

O

o O O O OO

5HIXODWRU\ 5HDGLQHVV

%1< DFWLYHO\ WUDFNV GDWD SULYDF\ GHYHORSPHQWY IDFLQJ |
RXU GDWD SULYDF\ VWUDWHJ\ DQG FRQWUROV LQ UHVSRQVH

LPSOHPHQWDWLRQ SURJUDP WR PDNH WKH QHFHVVDU\ XSGDWH
VXSSRUW XV LQ GHPRQVWUDWLQJ FRPSOLDQFH ZLWK WKH DSSO
ODbzv DQG UHJXODWLRQV WR ZKLFK ZH DUH VXEMHFW

'DWD 3ULYDF\ ,QFLGHQW ODQDJHPHQW
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'H PDLQWDLQ D SHUVRQDO LQIRUPDWLRQ LQFLGHQW PDQDJHPHQ
DVVHVVPHQW KDQGOLQJ DQG HVFDODWLRQ QRWLILFDWLRQ RI G

'DWD 3ULYDF\ 7UDLQLQJ

‘H EHOLHYH WKDW RXU HPSOR\HHV SOD\ D FULWLFDO UROH LQ
*OREDO 3ULYDF\ 2IILFH SURYLGHYV UHJXODU HPSOR\HH GDWD SU
WUDLQLQJ RQ NH\ GDWD SULYDF\ SULQFLSOHV DQG UHTXLUHPI
HPSOR\HHVY DQG QHZ MRLQHUV DV SDUW RI WKHLU RQERDUGLQ
DZDUHQHVY UDLVLQJ DFWLYLWLHYVY WR HGXFDWH HPSOR\HHV RQ V
WKHP WKDW UHVSHFWLQJ LQGLYLGXDO SULYDF\ ULJKWV DQG KI
GHPRQVWUDWHY WKDW %1< RSHUDWHY ZLWK LQWHJULW\

5LVN ODQDJHPHQW
%1< FRQGXFWV UHJXODU UHYLHZ DQG DVVXUDQFH DFWLYLW\ Ul
SULYDF\ SROLFLHV 7KLV LQFOXGHV SURGXFLQJ DQG PRQLWI

XQGHUWDNLQJ DVVHVVPHQWY DFURVV %1< WR LGHQWLI\ SULYEL
RSSRUWXQLWLHYV

OHWULFYVY DQG 7DUJHWYV

S3D\PHQW 3UDFWLFHV

3D\PHQW SUDFWLFHV VWUDWHJ\ DQG LPSOHPHQWDWLRQ DUH OH
HPEHGGHG ZLWKLQ DQG FRPSOLHG ZLWK E\ WKH (%

5HODWLRQVKLSYV ZLWK YHQGRUV DQG $3 PDQDJHPHQW DUH RXV
$FFRXQWV 3D\DEOH 3ROLF\ $OWKRXJK WKH SROLF\ GRHV QRW \
3D\PHQW FDOHQGDUV LW SURYLGHV PLQLPXP JXLGLQJ SULQFL:
LQYRLFHY DQG SD\PHQW UHTXHVWV ,Q WKLV UHVSHFW /R%V DI
DUH VHQW IRU SURFHVVLQJ LQ D WLPHO\ PDQQHU E\ WKH VXS
UHVSRQVLEOH IRU SURPSW DQG DFFXUDWH LQYRLFH SURFHVVL
SD\PHQW WR VXSSOLHUYV
(656 *
$YHUDJH 7LPH IRU 3D\PHQW

'‘D\V
(656 * D
6WDQGDUG 3D\PHQW 7HUPYV
3HUFHQWDJH RI SD\PHQWY DOLJQHG ZLWK VWDQGDUG SD\PHQW V
3D\PHQW WHUPV DUH EDVHG RQ WKH FRQWUDFW DJUHHG XSRQ

WHDP 7KH SD\PHQW WHUPV FRXOG YDU\ XS WR WKH KLJKHU VLGt
UHFHLSW
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(656 * E

/HJDO 3URFHHGLQJV IRU /DWH 3D\PHQWYV

1XPEHU RI RXWVWDQGLQJ OHJDO SURFHHGLQJV IRU ODWH SD\PH(
(656 * F

&RQWH[WXDO ,QIRUPDWLRQ

7KH GHILQLWLRQ RI SDLG RQ WLPH SD\PHQW RQ WLPH WR VXSSC
RQ RU EHIRUH WKH GXH GDWH

3D\PHQW GXH GDWH LV GHWHUPLQHG E\ FRPELQLQJ WZR NH\ IDFV
a ,QYRLFH UHFHLYHG GDWH ZKHQ WKH LQYRLFH LV UHFHLYHG
a 6XSSOLHUV SD\ WHUPV VHW XS DV SHU FRQWUDFW RU VWDQ

(656 * G

(QWLW\ VSHFLILF GLVFORVXUHYV
,QQRYDWLRQ DQG 7THFKQRORJ\

7TKURXJK WKH (% '0$ LPSDFW DQG RSSRUWXQLWLHYV UHODWHG W
LGHQWLILHG DV PDWHULDO $V WKHVH ,52V DUH QRW UHODWHG
JRYHUQDQFH VWUDWHJI\ ULVN PDQDJHPHQW DQG ZKHUH DSSOLF

,QQRYDWLRQ DQG WHFKQRORJ\ VWUDWHJ\ DQG LPSOHPHQWDWLF
DQG DUH HPEHGGHG ZLWKLQ DQG FRPSOLHG ZLWK E\ WKH (%

*RYHUQDQFH

%1<xV &\EHUVHFXULW\ SURJUDP LV RSHUDWHG XQGHU WKH GL
6HFXULW\ 2IILFH W LV XQGHU FRQWLQXRXV DXGLW E\ LQWHUC
IRUPDO FKDOOHQJH E\ WKH 7THFKQRORJ\ 5LVN ODQDJHPHQW ZLWK

6HQLRU RYHUVLJKW IRU WKH SURJUDP LV SURYLGHG E\ H[HFXW
OHDGHUVKLS IURP DOO /IR'V LQFOXGLQJ WKH 7THFKQRORJ\ 5LVN
&RPPLWWHH O6HQLRU 5LVN DQG &RQWUROV &RPPLWWHH DQG
6XEFRPPLWWHH RI WKH %RDUG

2XU F\EHUVHFXULW\ SURJUDP LV JURXQGHG LQ RXU &\EHUVHF
FRPSRVHG RI OD\HUHG FRQWUROV WKDW DOLJQ ZLWK LQWHUQD
,62 7KH %DQN RI 1HZ <RUN OHOORQ &RUSRUDWLRQxV ,QIRL
6\VWHP LV ,62 ,(& FHUWLILHG :‘H PRQLWRU FKDQJLQJ U
JXLGHOLQHYVY DQG WHFKQRORJLHV LQ DOO FRXQWULHYV LQ ZKLFEk
UHIOHFWYVY LQGXVWU\ DQG EXVLQHVV EHVW SUDFWLFHV LQFOXCGC
DQG 7THFKQRORJ\ &\EHUVHFXULW\ )UDPHZRUN 7KURXJK WKH DC
VWDQGDUGY DQG JXLGHOLQHY ZH SURWHFW RXU FOLHQWYV IUR
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FRQVLGHUDWLRQ IURP GHVLIJIQ WKURXJK GHYHORSPHQW GHS
WHFKQRORJLHYV

7KH JURZLQJ DGRSWLRQ RI $, DQG GDWD GULYHQ WHFKQRORJLH
ILQDQFLDO HFRV\VWHP 7KH\ KDYH WKH SRWHQWLDO WR LPSURY|
DQG HQKDQFH SURGXFW DQG VHUYLFH H[SHULHQFHV DFURVV WK
RSHUDWHG $, PDFKLQH OHDUQLQJ SRZHUHG VROXWLRQV DW D VL
UHFHQWO\ WKH ILUP KDV EHJXQ OHYHUDJLQJ ODUJH ODQJXDJH |
$, VROXWLRQV $W WKH VDPH WLPH JUHDWHU LQWHJUDWLRQ RI
FHUWDLQ ULVNV 7KHVH LQFOXGH IRU H[DPSOH SULYDF\ LQWU?>
RSDTXHO\ GHULYHG RXWFRPHV DQG LQHIIHFWLYH DFFRXQWDELO
WKDW JUHDWO\ YDOXHV LQQRYDWLRQ DQG WUXVW ZH EHOLHYH
VXSSRUW WKH ILQDQFLDO V\VWHPxV FRQWLQXHG HYROXWLRQ D
WKHLU UHVSRQVLEOH XVH

2XU DSSURDFK WR WKH UHVSRQVLEOH HWKLFDO XVH RI GDWD D
LQFOXGLQJ WKH 1DWLRQDO ,QVWLWXWH RI 6WDQGDUGV DQG
JUDPHZRUN DQG WKURXJK RXU ORQJ VWDQGLQJ PHPEHUVKLS
6LQJDSRUHXxV 9HULWDV FRQVRUWLXP 7KLV DSSURDFK RSHUDWH'
IUDPHZRUN DQG JXLGHV RXU SUDFWLFDO DFWLRQV
O $FFRXQWDELOLW\ DQG UHVSRQVLELOLW\ LQFOXGLQJ RS
DFFRXQWDELOLW\ DQG DSSURYDO VWUXFWXUHV WDNLQJ D
OLIH F\FOH SURYLGLQJ HPSOR\HH WUDLQLQJ DQG FRQWLQ
UHVSRQG WR WKH ODWHVW WHFKQRORJLFDO DQG UHJXODWR
O 7UDQVSDUHQF\ DQG ([SODLQDELOLW\ LQFOXGLQJ H[SODLQLC
VWDNHKROGHUV LQ SODLQ ODQJXDJH KRZ ZH ZLOO XVH
VIVWHPV ZLWK DSSURSULDWH KXPDQ RYHUVLJKW DQG PDNL
E\ VXFK VIVWHPV DUH H[SODLQDEOH DQG MXVWLILDEOH
O 3ULYDF\ DQG VHFXULW\ LQFOXGLQJ D USULYDF\ DQG VH
SURFHVVLQJ SHUVRQDO LQIRUPDWLRQ RQO\ ZKHUH DXWKRU
ULJKWV DYRLGLQJ WKH LQWURGXFWLRQ Rl QHZ YXOQHUDE
DIJDLQVW ORVV DQG XQDXWKRULVHG DFFHVV
O )DLUQHVV DQG DFFXUDF\ LQFOXGLQJ WKH LGHQWLILFDWLR
WKURXJKRXW GDWD DQG $, OLIHF\FOHV WR PDQDJH WKH
RSHUDWLQJ PRGHOV WKDW DUH DFFXUDWH WR WKHLU LQWHC
O /DZIXO DQG HWKLFDO LQFOXGLQJ FRQWLQXLQJ WR SURFHV
HVWDEOLVKHG ODZV UHJXODWLRQV DQG RXU GDWD HWKLFV
VWUDWHJ\ SULQFLSOHV DQG FRGH RI FRQGXFW

$V D ILQDQFLDO LQVWLWXWLRQ WKDW JUHDWO\ YDOXHV LQQRY
SRWHQWLDO RI GDWD DQG $, WR VXSSRUW WKH ILQDQFLDO V\VWH
JXDUGUDLOV WR PDQDJH WKHLU UHVSRQVLEOH XVH 2XU XVH RI (
DW WKH JURXS OHYHO E\ DSSOLFDEOH SROLFLHV SURFHGXUHV C
PDQDJH WKH UHVSRQVLEOH DQG HWKLFDO XVH RI GDWD DQG $,
WKDW LV SXEOLVKHG RQ RXU ZHEVLWH

6WUDWHJ\

%1<xV XVH RI bDGYDQFHG WHFKQRORJLHY WR SURYLGH VHUYLFHYV
PHHW WKHLU QHHGV PRUH HIIHFWLYHO\ EXW WR FROOHFWLYH
WUDQVDFWLRQVY DQG SURYLGH SURWHFWLRQ WR FOLHQWYV IURP
HYDOXDWLQJ DQG GHVLIQLQJ VHUYLFHY FHQWUHG RQ DUWLILFL
HQFU\SWLRQ RU RWKHU HPHUJLQJ WHFKQRORJLHV %1l<xV DS.
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DGRSWLRQ EDNHV LQ F\AEHUVHFXULW\ DV D FRUH FRPSRQHQW RI

$Q LPSRUWDQW FRPSRQHQW RI RXU F\EHUVHFXULW\ VWUDWHJ\
RSHUDWLRQV DQG FRPPXQLFDWLRQV :H LQYHVW LQ DGYDQFHG V
HQFU\SWLRQ WHFKQLTXHV VXFK DV 7UDQVSRUW /D\HU BHFXULW\
EHWZHHQ FOLHQWY DQG LQWHUQDO V\WWHPV 2XU WHFKQLTXHYV
DQG VWDQGDUGY ZKLFK DUH LQFRUSRUDWHG LQWR LQWHUQDO S

7TUDQVIRUPLQJ %XVLQHVV 7TKURXJK $,

$W %1l< ZH DUH GHGLFDWHG WR KDUQHVVLQJ WKH SRZHU RI $, V
ZLWK D YLHZ WRZDUG VXVWDLQDELOLW\ 2XU $, SRZHUHG WRRO'
ZH GHYHORS DQG GHOLYHU SURGXFWYV DQG VHUYLFHV KHOSLQJ
ZKLOH VWUHDPOLQLQJ SURFHVVHV DQG HPSRZHULQJ RXU HPSOR\

$, LV UHYROXWLRQLVLQJ RXU DELOLW\ WR GHOLYHU YDOXH DFU
FDVHV :H DFWLYHO\ H[SORUH LQQRYDWLYH ZD\V WR OHYHUDJH
SLOODUV
O %H PRUH IRU RXU FOLHQWYVY ZH SURYLGH RXU FOLHQWV ZL
GDWD GULYHQ GHFLVLRQV DQG LGHQWLI\ ULVNV VR WKH\ FD
O 5XQ RXU FRPSDQ\ EHWWHU ZH LQWURGXFH $, HQDEOHG DXW
SURFHVVHV LQFUHDVH SURGXFWLYLW\ DQG PRUH HIILFLHQW
O 3RZHU RXU FXOWXUH ZLWK WKH KHOS RI' $, ZH HPSRZHU R
NQRZOHGJH DQG LQIRUPDWLRQ HJ SROLFLHV SURFHGXUI
DGGLQJ DFWLYLWLHV WKURXJK HQKDQFHG SURGXFWLYLW\
HQKDQFLQJ HPSOR\HH VDWLVIDFWLRQ

‘H DUH DOVR SLRQHHULQJ $, DSSOLFDWLRQV SDUWLFXODUO\ LQ
O 'UDIWLQJ GRFXPHQWY DQG FUHDWLQJ FRQWHQW
O 6WUHDPOLQLQJ TXHVWLRQ DQG DQVZHU ZRUNIORZV
O $XWRPDWLQJ FRQWHQW VXPPDULVDWLRQ DQG FODVVLILFDWI

(QKDQFLQJ &OLHQW ([SHULHQFH

7R DXJPHQW RXU FXUUHQW $, VROXWLRQV ZH DUH LQWHJUDW
VHUYLFHV 7KLV VWUDWHJI\ IRFXVHV RQ SHUVRQDOLVHG H[SHUL}
HOHYDWH FOLHQW VDWLVIDFWLRQ DQG OR\DOW\

'ULYLQJ ,QQRYDWLRQ LQ 3URGXFWYV DQG 6ROXWLRQV

2XU DFWLYLWLHV DURXQG $, H[WHQG WR FUHDWLQJ WUDQVIR
HPEHGGLQJ $, LQWR RXU RIIHULQJV ZH HPSRZHU FOLHQWV WR
HQKDQFLQJ WKH VFDODELOLW\ Rl RXU RZQ LQIUDVWUXFWXUH
8QORFNLQJ 3URGXFWLYLW\ *DLQV

%1< HPSOR\V GLYHUVH $, PHWKRGRORJLHV O LQFOXGLQJ DG
LQIUDVWUXFWXUH DQG LQWHOOLJHQW GDWD SURFHVVLQJ O WF
WHFKQRORJLHV KHOS XV RSHUDWH PRUH HIILFLHQWO\ DQG SU
FOLHQWV

,PSURYLQJ (PSOR\HH ([SHULHQFH
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‘H DUH HQKDQFLQJ HPSOR\HH SURGXFWLYLW\ DQG GHFLVLRQ PD!
SURFHVVHV %\ UHGXFLQJ PDQXDO WDVNV DQG LQFUHDVLQJ DFF
IRVWHULQJ D FXOWXUH RI LQIRUPHG GHFLVLRQ PDNLQJ

7KH $, ,QIUDVWUXFWXUH 6XVWDLQDELOLW\ 7UDGH RII

‘H UHFRJQLVH WKDW GHSOR\LQJ DGYDQFHG FRPSXWLQJ LQIUDV
JUDSKLFV SURFHVVLQJ XQLWV U*38VU FRXOG LQFUHDVH WKH
LQIUDVWUXFWXUH +RZHYHU ZH VWUDWHJILFDOO\ LQYHVWHG L
KHOSV XV H[HFXWH FXWWLQJ HGJH VROXWLRQV PRUH HIILFLHQ\
FRPPLWPHQW WR WHFKQRORJLFDO OHDGHUVKLS DQG HQYLURQPF

S5LVN ODQDJHPHQW

'H FRQWLQXH WR HYROYH RXU DSSURDFK LQ DUHDV RI IRFXV L
JRYHUQDQFH

2XU 7KUHDW ,QWHOOLJHQFH WHDP GULYHV RXU RUJDQLVDWLRQ
F\EHUVHEXULW\ WKUHDWV XVLQJ LQIRUPDWLRQ IURP RXU SHHU
LQGXVWU\ ODZ HQIRUFHPHQW JRYHUQPHQW DQG D YDULHW\ RI
FRQWLQXDOO\ HYDOXDWH RXU HQWHUSULVH IRU YXOQHUDELOL
DGYHUVDULHV WR LQFUHDVH VLWXDWLRQDO DQG FRQWH[WXDO D

BHFXULW\ ORQLWRULQJ JOREDO VWDIlI ZRUN VKLIWV WR SURYLGH
FRPSDQ\ WR PDQDJH F\EHUVHFXULW\ ULVNV WKURXJK WKH WLPH
RU WHFKQRORJ\ LQFLGHQWY LQYROYLQJ WKH YLRODWLRQ RI |
&\EHUVHFXULW\ RSHUDWLRQV DQDO\VWV SHUIRUP UH\HV RQ J
,QIRUPDWLRQ (YHQW ODQDJHPHQW U6,(00 V\VWHP 7KH\ WU
DFWLYLWLHVY LGHQWLILHG E\ DXWRPDWHG DOHUWLQJ DQG HVFD
ZKHQ DFWLYLWLHY DUH GHHPHG D SRWHQWLDO F\EHU WKUHDW

(PSOR\HHV LQ RXU WHFKQRORJ\ GHSDUWPHQWY DQG WKURXJKI
PDLQWDLQLQJ LQIRUPDWLRQ DQG V\WVWHPV VHFXULW\ E\ LGHC
HPSOR\HHV FRPSOHWH LQIRUPDWLRQ ULVN WUDLQLQJ XSRQ K
RSSRUWXQLW\ WR SDUWLFLSDWH LQ RQJRLQJ ULVN DZDUHQHVV
DQG VXUYH\ UHVXOWV WR HYDOXDWH HIIHFWLYHQHVYV DQG LGHQ
SKLVKLQJ DQG RWKHU VRFLDO HQJLQHHULQJ WHVWY OHYHUDJLQ
WKUHDW LQWHOOLJHQFH 7KH UHVXOWV HQDEOH XV WR WDLOI
F\EHUVHFXULW\ DZDUHQHVV FDPSDLJQV :H DOVR HGXFDWH HI
$ZDUHQHVV ORQWK KHOG DQQXDOO\ VLQFH ZKLFK IRFXVHV
WKLV \HDU $GGLWLRQDOO\ ZKHUH DSSURSULDWH UROH VSHFLIL

7TKHVH PHDVXUHV FROOHFWLYHO\ HQKDQFH WKH VHFXULW\ RI ILC
SURWHFWLRQ WR FOLHQWYV IURP IUDXG DQG F\EHU WKUHDWYV

O %1l< XVHV DGYDQFHG HQFU\SWLRQ WHFKQLTXHV OLNH 7/6
EHWZHHQ FOLHQWY DQG LQWHUQDO V\VWHPV 7KHVH WHFKC
SUDFWLFHV DQG VWDQGDUGYV ZKLFK DUH LQFRUSRUDWHG LC

O %1<V 7KUHDW ,QWHOOLJHQFH WHDP GULYHV WKH RUJDQLVI
HYROYLQJ F\EHUVHFXULW\ WKUHDWV XVLQJ LQIRUPDWLRQ
LQGXVWU\ ODZ HQIRUFHPHQW JRYHUQPHQW DQG SXEOLF
FRQWLQXDOO\ HYDOXDWH YXOQHUDELOLWLHV ULVNYV



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

O %1< 6HFXULW\ ORQLWRULQJ JOREDO VWDII ZRUN VKLIWV WR
HQDEOLQJ XV WR PDQDJH F\EHUVHFXULW\ ULVNV WKURXJK W
RI GDWD RU WHFKQRORJ\ LQFLGHQWY LQYROYLQJ WKH YLR
DYDLODELOLW\

O $W % 1< HPSOR\HHV SOD\ D YLWDO UROH LQ PDLQWDLQLQJ LC
LGHQWLI\LQJ DQG PLWLJDWLQJ ULVNV $00 HPSOR\HHV FRPE
KLULQJ DQG DQQXDOO\ DQG FDQ SDUWLFLSDWH LQ RQJRLQJ

O %1< DLPV WR KHOS FOLHQWY SURWHFW WKHPVHOYHV IURP
RWKHU IUDXGXOHQW DFWLYLWLHV E\ SURYLGLQJ JXLGDQI
SHUVRQDO LGHQWLW\ WKHIW DQG RWKHU WKUHDWV

$V DQ RUJDQLVDWLRQ ZH XQGHUVWDQG WKH LPSRUWDQFH RI S
VXSSRUW XVLQJ $, ZLWKLQ D VWURQJ ULVN PDQDJHPHQW DQG JF
KXPDQ LQYROYHPHQW WKURXJKRXW RXU SURFHVVHV 2XU JRD
UHVSRQVLEOH DQG HWKLFDO XVH RI $, )RU LQVWDQFH RXU F
LQIUDVWUXFWXUH VXFK DV WKH 19,',$ 6XSHU32' KHOSV XV P
DVVRFLDWHG ZLWK OHVV HIILFLHQW DOWHUQDWLYHV 19,',$ *38V
WKH *UHHQ OLVW GHOLYHULQJ VLJQLILFDQWO\ PRUH SHUIRUP
OLNH $, WUDLQLQJ RU LQIHUHQFH WKH RYHUDOO HQHUJ\ FRQV)
ZLWK *38V WKDQ ZLWK FHQWUDO SURFHVVLQJ XQLWV U&38VU

FRVW UHGXFWLRQ DQG D [ GHFUHDVH LQ HQHUJ\ FRQVXPSWLR
7UDLQLQJ DQ $, PRGHO ZLWK D &38 PLJKW WDNH [ DV PXFK HQ
PRGHO ZLWK DQ + *38 EHFDXVH WKH *38 FRPSOHWHY WKH WDVN

OHWULFY DQG 7DUJHWYV
TKURXJKRXW WKHUH ZHUH QR KLJK VHYHULW\ UHSRUWHG L

RSHUDWLRQDO GLVUXSWLRQ RU FOLHQW LPSDFW 7KHUH DUH QR
DQG WHFKQRORJ\
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(656 '5 'HVFULSWLRQ 3DJH
1XPEI
6 6 (656 6%0,QWHUHVWY DQG YLHZV RI VWDNHKROG|HUV
6 (656 6%OODWHULDO LPSDFWV ULVNV DQG |RSSRUWXQLW
LQWHUDFWLRQ ZLWK VWUDWHJ\ DQG EXVLQHV\
6 3ROLFLHY UHODWHG WR RZQ ZRUNIRUFH
6 BURFHVVHV IRU HQJDJLQJ ZLWK RZQ ZRUNIRUF
ZRUNHUVXx UHSUHVHQWDWLYHV DERXW |[LPSDFW
6 7DNLQJ DFWLRQ RQ PDWHULDO LASDFW)M RQ RZ
DQG DSSURDFKHV WR PDQDJLQJ RDWHULDO UL
SXUVXLQJ PDWHULDO RSSRUWXQLWLHV|UHODW
ZRUNIRUFH DQG HIIHFWLYHQHVV|RI WKIRVH DF!
6 7DUJHWY UHODWHG WR PDQDJLQJ
DGYDQFLQJ SRVLWLYH LPSDFWV
ULVNV DQG RSSRUWXQLWLHYV
6 &KDUDFWHULVWLFV RI WKH XQGHUWDNLQJxV H
6 &ROOHFWLYH EDUJDLQLQJ FRYHU|DJH DRG VRFI
6 '"LYHUVLW\ PHWULFV
6 $GHTXDWH ZDJHV
6 3HUVRQV ZLWK GLVDELOLWLHYV
6 7UDLQLQJ DQG VNLOOV GHYHORSPHQW |PHWULF
6 SHPXQHUDWLRQ PHWULFV SD\ JD|S DQG| WRWDC
UHPXQHUDWLRQ
* * (656 *29|7KH UROH RI WKH DGPLQLVWUDWLYH V|XSHUYL
PDQDJHPHQW ERGLHYV
* (656 ,52|'HVFULSWLRQ RI WKH SURFHVVHV|WR LEHQWLI\
PDWHULDO LPSDFWV ULVNV DQG|RSSRUWXQLW
* %XVLQHVV FRQGXFW SROLFLHV DQG FRUSRUDW
* ODQDJHPHQW RI UHODWLRQVKLSY ZLWK VXSSO
* 3D\PHQW SUDFWLFHYV
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LQFRUSRUDWH F{
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%DQN

S5LVN 7\SHHILQLWLRQV

2SHUDYV
SLVN

7KH ULVN RI OR
I[URP LQDGHTXI
IDLOHG LQWHU
SURFHVVHV SH
VA\VWHPV RU IU
HIWHUQDO HYH

3K\WLFDO DQG 7UD
@ QLWWDRIDMDIOQ B S
D@/RVRHY DV D UH
QEUHDVHG VHYH
BKO/M. OGS GLV U X
RP
ORMNVHV GXH WR L
LPSOLFDWLRQV R
LPSDFWV RQ LQW
DIILOLDWH RU RV
IDLOXUHYV

ILWLIDWLRQ DQG
EXVLQHVYV UHVXC
IDLOXUH WR DFK
REMHFWLYHV PL
ILGXFLDU\ UHTXL
HI[SHFWDWLRQV

)DLOXUH WR LGH
RU XQGHUVWDQG
UHTXLUHPHQWYV
QRQ FRPSOLDQF
DSSOLFDEOH UH.

/IRVVHV IURP VXG
RU UHJXODWRU\
LPSDFW PDUNHW

QW\L WH\R QL F"

HILXPVE HRIQID@G
/WA RIRI OQRVVHYV
IDYUWRRIDWHG ZLWK

SRASLHRUD WY RIQW® ULV
HYHQWYV UHFRUGHC
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WKH (XURSHDQ %DQN

S5LVN 7\¢

&UHGLYV

SHHILQLWLRQV
V7 EHVNLVN RI OF
RXU ERUURZHU
FRXQWHUSDUW
GHIDXOW RQ W
REOLJDWLRQV
ULVN LV SUHVH
PDMRULW\ RI R
EXW SULPDULO
FRQFHQWUDWH
DQG VHFXULWL
ZHOO DV IRUHL
H[FKDQJH DQG
EDODQFH VKHI
H[SRVXUHYV

SK\WLFDO DQG 7UDQWLWHWQLF"®

KL UHODWLRQ W
WIRU M 7 W & FJUHHEG MV
QMW H G WK DVH RI DVVHWYV
MW \DXWE \EV FRUSRUDWHV
\RSHUDWLQJ LQ LRQGXVWULH
Q H.R WIK$K OIRYD Y XOQHUDEOH
HWBERRWXUDY FKDQJH RU
BX\VLFDO ULVN HYHQWYV
RPISDFWV RQ FRODDWHUDO
HYWDOXDWLRQV GXH WR SK\VL
HYHQWV RU FKDRQJHV LQ
PDUNHW GHPDQG|V
+ROGLQJ RI FRUSRUDWH ER
ZLWKLQ RZQ SRUWIROLR RI
DVVHWV WR VXS$RUW OLTXL
PDQDJHPHQW ZKRVH
YDOXDWLRQV PD} EH
LPSDFWHG E\ SK\VLFDO RU
WUDQVLWLRQDO [ULVNYV
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(8 7D[RQRP\ 7THPSODWHYV

7THPSODWH 6 XPPDU\ RI .3,V

% of assets excluded
from the numerator % of assets excluded
ofthe GAR (Article  from the denorminator

72) and (3) and of the GAR {Article 7{1)
Total environmentally Y% coverage lover total Section 112 of and Section 12 4 of

sustainable assets e assetsy Annex\y Annex\y

Green asset ratio
\GAR) stock G2 149 708,19

% of assets excuded
from the numerator % of assets excluded
of the GAR (Artidle  from the denominatol
Q) and (3) and of the GAR (Artidle 7

Total environmentally % coverage \over total  Section 112, of and Section 1.2.A of
sustainable activities assets) Annex\ Annex\)

18 033 52239

N[ A - not in scope for notyetin \notyetin
\Trading book* reporting this year | until 2026\scope scope

Financial quoruntees\n
Assets under
management
Fees and

commissions
income**

Q Q

\D \“
N| A - not in scope for ot yetin \notyetin
reporting this year | until 2026\scope \scope

* For credit institutions that do nok meet the conditions of Article 34(1) of the CRR or the conditions set out in Artidie 325a(1) of the CRR
**Fees and commissions income from services other than lending and Aut
*%% % of assets covered by the KP\ over banks total assets
**¥*hased on the Turnover KP\ of the counterparty
***%ased on the CapEx KP\ of the counterparty, except for \ending activities where for general lending Turnover KP is used

Note 1: The EB has calculated the aggregate tokals by summing the values of eadh of the six individual environmenta) objectives as reported by each counkerparty.

Due to potential n e totals reported by the n ¥heir

calculated and reported by the £R.

» Tmay differ from the totals
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7THPSODWH &RYHUHG $VVHWYV 7XUQRYHU GLVFORVXUH UHIHUHQ!
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7THPSODWH *$5 6HFWRU LQIRUPDWLRQ IRU 7XUQRYHU DQG &DSH
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THPSODWH .3, VWRFN 7XUQRYHU GLVFORVXUH UHIHUHQFH GDW
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THPSODWH .3, 6WRFN GLVFORVXUH UHIHUHQFH 7
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THPSODWH .3, VWRFN &DSH[ GLVFORVXUH UHIHUHQFH GDWH 7
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THPSODWH .3, IORZ 7TXUQRYHU GLVFORVXUH UHIHUHQFH GDWH
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THPSODWH .3, IORZ &DSH[ GLVFORVXUH UHIHUHQFH GDWH 7
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THPSODWH )LQ*DU DQG $X0 .3,V GLVFORVXUH UHIHUHQFH GDWI
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$QQH[ ;,, 7THPSODWH 1XFOHDU DQG IRVVLO JDV UHODWHG DFWL

7THPSODWH 1XFOHDU DQG IRVVLO JDV UHODWHG DFWLYLWLHYV
5RZ 1XFOHDU HQHUJ\ UHODWHG DFWLYLWLHV
7TKH XQGHUWDNLQJ FDUULHV RXW [IXQGV RU KDV H[SRVXUHV WF

GHPRQVWUDWLRQ DQG GHSOR\PHQW RI LQQRYDWLYH HOHFWULF
SURGXFH HQHUJ\ IURP QXFOHDU SURFHVVHV ZLWK RLRLPDO ZD\

7TKH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WF
RSHUDWLRQ RI QHZ QXFOHDU LQVWDOODWLRQV WR|SURGXFH H(
IRU WKH SXUSRVHV RI GLVWULFW KHDWLQJ RU LQGXVWULDO SU
SURGXFWLRQ DV ZHOO DV WKHLU VDIHW\ XSJUDGH VLQJ EH)
WHFKQRORJLHV 1R

7TKH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WF
QXFOHDU LQVWDOODWLRQV WKDW SURGXFH HOHFWULFLW\ RU S
SXUSRVHV RI GLVWULFW KHDWLQJ RU LQGXVWULDO|SURFHVVHYV

QXFOHDU HQHUJ\ DV ZHOO DV WKHLU VDIHW\ XSJUDGRV
JRVVLO JDV UHODWHG DFWLYLWLHV
7TKH XQGHUWDNLQJ FDUULHV RXW [IXQGV RU KDV H[SRVXUHV WF

HOHFWULFLW\ JHQHUDWLRQ IDFLOLWLHVY WKDW SURGRFH HOHF\

7TKH XQGHUWDNLQJ FDUULHV RXW [IXQGV RU KDV H[SRVXUHV WF
DQG RSHUDWLRQ RI FRPELQHG KHDW FRRO DQG SRZ4HUY JHQHUD
JDVHRXV IXHOV 1R

7KH XQGHUWDNLQJ FDUULHV RXW IXQGV RU KDV H[SRVXUHV WHF
DQG RSHUDWLRQ RI KHDW JHQHUDWLRQ IDFLOLWLHVM WKDW SUR
JDVHRXV IXHOV 1R
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%2$5' 67$7(0(17

7KH %RDUG Rl 'LUHFWRUV KDV WKH UHVSRQVLELOLW\ Rl HYWDEO
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI 7KH %DQN RI 1HZ <¥
%DQN DV RI DQG IRU WKH \HDU HEEHBXBEOMWP®IRU%HOJLDQ ODZ

2Q $SULO WKBIQQXDO DFFRXQWVY DQG FRQVROLGDWHG ILQDC
(XURSHDQ %DQN ZHUH GLVFXVVHG E\ WKH %RDUG Rl 'LUHFWRUV

7KH %RDUG VWDWHV WKDW WR WKH EHVW RI LWV NQRZOHGJH C
DQQXDO DFFRXQWV DQG FRQVROLGDWHG ILQDQFLDO VWDWHP]
 QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV DV HQGRU
D WUXH DQG IDLU YLHZ Rl WKH ILQDQFLDO SRVLWLRQ DQG RI WK
WKH LQIRUPDWLRQ SURYLGHG GRHV QRW LQFOXGH DQ\ RPLVVLRC
DQG IDLU YLHZ RI WKH DQQXDO DFFRXQWY DQG FRQVROLGDWHG

7KH DQQXDO DFFRXQWV DQG FRQVROLGDWHG ILQD Q FALDIOID VBMD W H
VXEPLWWHG IRU DSSURYDO WR WKH RUGLQRQ@\ MKDUHKROGHUV P

Q QR GHFLVLRQV WDNHQ E\ WKH %RDUG UHTXLUHG WKH DS?
&RPSDQLHV DQG $VVRFLDWLRQV &RGH 1R GHFLVLRQV WDNHQ E\
WKH DSSOLFDWLRQ RI $UW RI WKH $FW RI $SULO RQ W
LQVWLWXWLRQV RQ FRQIOLFWYV RI LQWHUHVW

%UXVVHO®FULO

JRU WKH %RDUG RI 'LUHFWRUYV

ODULH +©0°"QH &UOWX
&KDLUPDQ
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,1'(3(1'(17 $8',725%x6 5(3257 72
7+( 6+$5(+2/'(56 2) %1< 0(//21
6$ 19
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&2162/,'$7(" ),1$1&,$/
67$7(0(176
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&2162/,'$7(' 67$7(0(17 2) 352),7
$1' /266 $1' 27+(5 &2035(+(16,9(
1&20(
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JRU WKH \HDU HQGHG '"HFHPEHU

1IRWHV ,Q , Q
,QWHUHVW LQFRPH

,QWHUHVW H[SHQVH

1HW LQWHUHVW LQFRPH
YHH DQG FRPPLVVLRQ LQFRPH

YHH DQG FRPPLVVLRQ H[SHQVH

1HW IHH DQG FRPPLVVLRQ LQFRPH
1HW WUDGLQJ LQFRPH DQG JDLQV RQ QRQ TXDOLI\LQJ HFRQRPLF KHGJHV DQG RWKHU
GHULYDWLYHV

*DLQV  ORVVHV RQ QRQ WUDGLQJ DVVHWYVY )93/ )92&, QRQ ILQDQFLDO DVVHWYV

2WKHU RSHUDWLQJ LQFRPH
7TRWDO RSHUDWLQJ LQFRPH

3HUVRQQHO H[SHQVHYV

'"HSUHFLDWLRQ RI 3URSHUW\ DQG (TXLSPHQW

$PRUWL]DWLRQ LPSDLUPHQW RI ,QWDQJLEOH DVVHWY RWKHU WKDQ JRRGZLOO
,PSDLUPHQW UHYHUVDO RI ILQDQFLDO DVVHWV QRW PHDVXUHG DW IDLU YDOXH WKUR:
SURILW DQG ORVYV

BURYLVLRQV

2WKHU RSHUDWLQJ H[SHQVHYV

7TRWDO RSHUDWLQJ H[SHQVHYV

BURILW EHIRUH WD[ IURP FRQWLQXLQJ RSHUDWLRQYV

7D[ H[SHQVH UHODWHG WR SURILW IURP FRQWLQXLQJ RSHUDWLRQV

BURILW IURP FRQWLQXLQJ RSHUDWLRQV

'LVFRQWLQXHG RSHUDWLRQ 0

B3URILW ORVV IURP GLVFRQWLQXHG RSHUDWLRQ QHW RI WD] 0

1(7 352),7 )25 7+( <($5

2WKHU FRPSUHKHQVLYH LQFRPH

,\WHPV WKDW ZLOO QRW EH UHFODVVLILHG WR SURILW RU ORVV

5HPHDVXUHPHQW JDLQV ORVVHV RQ GHILQHG EHQHILW SODQV

5HODWHG WD]

,WHPV WKDW DUH RU PD\ EH UHFODVVLILHG VXEVHTXHQWO\ WR
URILW RU ORVV

ORYHPHQW LQ IDLU YDOXH UHVHUYH

1HW FKDQJH LQ IDLU YDOXH

1HW DPRXQW WUDQVIHUUHG WR SURILW DQG ORVYV

5HODWHG WD]|

2WKHU FRPSUHKHQVLYH LQFRPH IRU WKH \HDU QHW RI WD]|[

7TRWDO FRPSUHKHQVLYH LQFRPH IRU WKH \HDU QHW RI WD]

(XURSHDQ %DQN KDV HOHFWHG WR GLVFORVH D VLQJOH DPRXQW RI SRVW WD[ SURILW R
SURILW RU ORVV DQG 2&, DQG KDV DQDO\]JHG WKDW VLQJOH DPRXQW LQWR UHYHQXH HI[S

$00 QHW SURILW ORVV LV DWWULEXWDEOH WR WKH HTXLW\ KROGHUV RI WKH SDUHQW
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV
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&2162/,'$7( 67$7(0(17 2)
),1$1&,$/ 326,7,21
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'"HFHPEHU

IRWHV,Q , Q

$66(76

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV
,QYHVWPHQW VHFXULWLHYV

&XUUHQW WD[ DVVHWYV

2WKHU DVVHWYV

BURSHUW\ DQG HTXLSPHQW

'"HIHUUHG WD[ DVVHWYV

*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV
727%/ $66(76

1,$%,/,7,(6

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
'"HSRVLWV IURP FHQWUDO EDQNV

'"HSRVLWV IURP ILQDQFLDO LQVWLWXWLRQV
'"HSRVLWV IURP QRQ ILQDQFLDO LQVWLWXWLRQV
6XERUGLQDWHG OLDELOLWLHV

2WKHU ILQDQFLDO OLDELOLWLHV

&XUUHQW WD[ OLDELOLWLHV

2WKHU OLDELOLWLHYV

3URYLVLRQV

'"HIHUUHG WD[ OLDELOLWLHV

727$1 1,$%,/,7,(6

(48,7<

,VVXHG FDSLWDO

6KDUH SUHPLXP

5HWDLQHG HDUQLQJV

2WKHU UHVHUYHYV

727%$/ (48,7<

727$/ 1,$%,/,7,(6 $1' (48,7<

$00 HTXLW\ LV DWWULEXWDEOH WR WKH HTXLW\ KROGHUV RI WKH SDUHQW
7KH DFFRPSDQ\LQJ QRWHVY DUH DQ LQWHJUDO SDUW Rl WKHVH FRQVROLGDWHG ILQDQFLD!

(XURSHDQ %DQN KDV SUHVHQWHG OLDELOLWLHY KHOG IRU VDOH PLOOLRQ ZLWKLQ
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&2162/,'$7( 67$7(0(17 2)
&+$1*(6 ,1 (48,7<
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$SWWULEXWDEOH WR HTXLW\ KROGHUV RI (XURSHDQ %DQN

,VVXHG 6KDUH S5HWDLQHG 2WKHU 7RWDO
FDSLWDOSUHPLXP HDUQLQJWHVHUYHV HTXLW\
, Q , Q , Q ,Q , Q

$V DW -DQXDU\

7RWDO FRPSUHKHQVLYH LQFRPH

3URILW IRU WKH \HDU o o] o]

2WKHU FRPSUHKHQVLYH LQFRPH QHW RI WD]J

5HPHDVXUHPHQW JDLQV ORVVHV R% GHILQHB o

EHQHILW SODQV 1RWH

YDLU YDOXH UHVHUYH )92&, GHEW LQVWUXPHQWYV

1HW FKDQJH LQ IDLU YDOXH o) o o)

1HW DPRXQW WUDQVIHUUHG WR SUBILW DQG ORVV o)

7D[ RQ RWKHU FRPSUHKHQVLYH LQFRPH 1RWH o

o] o)

0
7RWDO RWKHU FRPSUHKHQVLYH LQFRPH
7RWDO FRPSUHKHQVLYH LQFRPH o) 0o

6KDUH EDVHG SD\PHQWYV 1RWH

7UDQVDFWLRQV ZLWK RZQHUV o)
$W 'HFHPEHU

7TRWDO FRPSUHKHQVLYH LQFRPH
BURILW IRU WKH \HDU o o (o]

U FRPSUHKHQVLYH LQFRPH QHW RI WDJ[

WK H
HPHDVXUHPHQW JDLQV ORVVHV RQ GHILQH$ 6
HQHILW SODQV 1RWH

mo N

J)DLU YDOXH UHVHUYH )92&, GHEW LQVWUXPHQWYV
1HW FKDQJH LQ IDLU YDOXH 6] o) o)

1HW DPRXQW WUDQVIHUUHG WR SUBRILW DQG ORVV o)

2WKHU FRPSUHKHQVLYH LQFRPH 2WKHU

7D[ RQ RWKHU FRPSUHKHQVLYH LQFRPH 1RWlId o)
7RWDO RWKHU FRPSUHKHQVLYH LQRERPH o] (o]
7RWDO FRPSUHKHQVLYH LQFRPH 6] o)

6KDUH EDVHG SD\PHQWV 1RWH

7UDQVDFWLRQV ZLWK RZQHUV o) o) 0
$W '"HFHPEHU

7KH DFFRPSDQ\LQJ QRWHY DUH DQ LQWHJUDO SDUW RI WKHVH FR
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1RWH

23(5%$7,1* $&7,9,7,(6
1HW 3URILW IRU WKH \HDU

$GMXVWPHQWYV IRU

1HW LQWHUHVW LQFRPH
&XUUHQW DQG GHIHUUHG WD[ H[SHQVHYV
'"HSUHFLDWLRQ DQG DPRUWL]DWLRQ
3URYLVLRQV
*DLQV ORVVHV IURP VDOHV RI )92&, GHEW LQVWUXPHQWYV
*DLQ RQ VDOH RI GLVFRQWLQXHG RSHUDWLRQ QHW RI WD[ O
2WKHU
&KDQJHV LQ
ORQHWDU\ UHVHUYHV
/RDQV DQG DGYDQFHV
,QYHVWPHQW VHFXULWLHV
'"HULYDWLYH ILQDQFLDO DVVHWYV
2WKHU DVVHWYV
'"HSRVLWV IURP FHQWUDO EDQNV
'"HSRVLWV IURP FUHGLW LQVWLWXWLRQV
'"HSRVLWV RWKHU WKDQ FUHGLW LQVWLWXWLRQV
'"HULYDWLYH ILQDQFLDO OLDELOLWLHYV
2WKHU ILQDQFLDO OLDELOLWLHV
2WKHU OLDELOLWLHYV DQG SURYLVLRQV
,QWHUHVW UHFHLYHG
,QWHUHVW SDLG
,QFRPH WD[HV UHIXQGHG
,QFRPH WD[HV SDLG
1HW FDVK IURP RSHUDWLQJ DFWLYLWLHYV

,19(67,1* $&7,9,7,(6
3XUFKDVH RI WDQJLEOH DVVHWYV

'LVSRVDO RI WDQJLEOH DVVHWYV

3XUFKDVH RI LQWDQJLEOH DVVHWYV

B3URFHHGV IURP VDOHV RI GHEW VHFXULWLHYV
3XUFKDVH RI GHEW VHFXULWLHV

1HW FDVK XVHG LQ LQYHVWLQJ DFWLYLWLHYV

),1$1&,1* $&7,9,7,(6
6XERUGLQDWHG OLDELOLWLHV

/IRQJ 7THUP 'HEW o) o

2WKHU PDLQO\ FRQVLVWY RI QRQ FDVK WUDQVDFWLRQV LQFOXGLQJ PDLQO\ VKDUH EDV
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3D\PHQWY Rl OHDVH OLDELOLWLHYV

1HW FDVK XVHG LQ ILQDQFLQJ DFWLYLWLHV

1HW LQFUHDVH GHFUHDVH LQ FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK HTXLYDOHQWY DW EHJLQQLQJ RI WKH SHULRG

(lI'HFW RI H[FKDQJH UDWH IOXFWXDWLRQV RQ FD\6K DQG 5
FDVK HTXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH SHULRG

&RPSRQHQWY RI FDVK DQG FDVK HTXLYDOHQWYV
&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNV

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

(XURSHDQ %DQN KDV FODVVLILHG FDVK SD\PHQWYV IRU WKH SULQFLSDO SRUWLRQ RI C
SD\PHQWYV IRU LQWHUHVW SRUWLRQ DV RSHUDWLQJ DFWLYLWLHYVY FRQVLVWHQW ZLWK WKF

&DVK DQG &DVK EDODQFHV ZLWK FHQWUDO EDQNYVY DUH PDLQO\ LQYHVWHG LQ (XUR

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNYVY GRHV QRW FRQWDLQ PRQHWDU\ UHVH
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6LJQLILFDQW $FFRXQWLQJ 3ROLFLHV

%DVLV RI $FFRXQWLQJ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWHG
WR WKH QHDUHVW WKRXVDQG H[FHSW ZKHUH RWKHUZLVH LQGL

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV RI 7KH %DQN RI 1
DQG VXEVLGLDULHV KHUHLQDIWHU U(XURSHDQ %DQNU KDYH E
 QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV DV HQGRU

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY SURYLGH FRPSD
SUHYLRXV SHULRG (XURSHDQ %DQN SUHVHQWV LWV FRQVROLG
EURDGO\ LQ RUGHU RI OLTXLGLW\

%DVLV RI 4RQVROLGDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY FRPSULVH WKH |
DQG LWV EUDQFKHV VXEVLGLDULHV DV HPMMDEHY | RAUL WBEHOGIRQ H(
$,6 1IRPLQHHV /LPLWHG EHLQJ D QRQ FRQVROLGDWHG VXEVLGLE
FRQVROLGDWHG DQ\PRUH VLQFH %1< .9* ZDV PHUJHG LQWR WKF
7KH LQGLYLGXDO ILQDQFULDWCR SHDMW BMHAWY RRQVROLGDW |
VWDWHPHQWY DUH SUHSDUHG IRU WKH VDPH UHSRUWLQJ \HDU

8VH RI - XGJPHQWY DQG (VWLPDWHYV

,Q WKH SURFHVV RI DSSO\LQJ (XURSHDQ %DQNxV DFFRXQWLQJ
MXGJPHQWY HVWLPDWHVY DQG DVVXPSWLRQV WKDW DIIHFW WKH
DQG WKH UHSRUWHG DPRXQWV RI DVVHWVY OLDELOLWLHV LQFF
GLIIHU IURP WKHVH HVWLPDWHV (VWLPDWHV DQG XQGHUO\LQJ
RQJRLQJ EDVLV 5HYLVLRQV WR HVWLPDWHY DUH UHFRJQL]HG SU

(VWLPDWHY DQG DVVXPSWLRQV

7KH NH\ DUHDV LQ ZKLFK FKDQJHV WR PDQDJHPHQWXV DVVXPSW
DQG PDUNHW FRQGLWLRQV DQG RWKHU NH\ VRXUFHV RI HVWLPD
KDYH D VLIJQLILFDQW ULVN RI DIIHFWLQJ WKH FDUU\LQJ DPRXQW\
ILQDQFLDO \HDU DUH GHVFULEHG EHORZ (XURSHDQ %DQN EDVH
FRQGLWLRQV H[LVWLQJ DQG LQIRUPDWLRQ DYDLODEOH ZKHQ WK
SUHSDUHG ([LVWLQJ FLUFXPVWDQFHV DQG DVVXPSWLRQV DER)
PD\ FKDQJH GXH WR PDUNHW FKDQJHV RU FLUFXPVWDQFHV EH\R(
6XFK FKDQJHV DUH UHIOHFWHG LQ WKH DVVXPSWLRQV ZKHQ WKH

*RLQJ FRQFHUQ

(XURSHDQ %DQNxV EXVLQHVV DFWLYLWLHV WRJHWKHU ZLWK V
GHYHORSPHQW SHUIRUPDQFH DQG SRVLWLRQ DUH VHW RXW L(
DGGLWLRQ WKH H[SODQDWRU\ QRWHV ZKLFK LQFOXGHV (XURS
SURFHVVHV IRU PDQDJLQJ LWV FDSLWDO LWV ILQDQFLDO UL
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HISRVXUHV WR FUHGLW DQG OLTXLGLW\ ULVN DUH DQ LQWHJI
VWDWHPHQWYV

(XURSHDQ %DQNxV PDQDJHPHQW SHUIRUPV DQ DQQXDO JRLQJ |
XQGHU D VWUHVV WHVW VFHQDULR (XURSHDQ %DQNxV DELOLW\
IDOO GXH IRU D SHULRG Rl DW OHDVW WZHOYH PRQWKYV DIWHU
VWDWHPHQWY DUH DSSURYHG E\ WKH %RDUG RI 'LUHFWRUYV

%DVHG RQ WKH DERYH DVVHVVPHQW RI (XURSHDQ %DQNXV ILQDC
WKH PDQDJHPHQW KDV FRQFOXGHG WKDW (XURSHDQ %DQN KDV |
RSHUDWLRQDO H[LVWHQFH IRU WKH IRUHVHHDEOH IXWXUH GHILQ
DIWHU WKH GDWH WKDW WKH DQQXDO DFFRXQWY DUH DSSURYH(
DZDUH Rl DQ\ PDWHULDO XQFHUWDLQWLHY WKDW PD\ FDVW VLJ
DELOLW\ WR FRQWLQXH DV D JRLQJ FRQFHUQ $FFRUGLQJO\ WKF
SUHSDUHG XVLQJ WKH JRLQJ FRQFHUQ EDVLV RI DFFRXQWLQJ

3HQVLRQ REOLJDWLRQ

7KH FRVW Rl WKH GHILQHG EHQHILW SHQVLRQ SODQ DQG WKH Sl
DUH GHWHUPLQHG XVLQJ DQ DFWXDULDO YDOXDWLRQ 7KH DF
DVVXPSWLRQV DERXW IDFWRUV LQFOXGLQJ WKH GLVFRXQW UDW
PRUWDOLW\ UDWHV 'XH WR WKH ORQJOWHUP QDWXUH RI WKHV}
VLIJQLILFDQW XQFHUWDLQW\ $00 DVVXPSWLRQV DUH UHYLHZHG
QRWH IRU GLVFXVVLRQ RI DVVXPSWLRQV XVHG
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)56 )LQDQFLDO LQVWUXPHQWYV

&ODVVLILFDWLRQ Rl ILQDQFLDO DVVHWV LQFOXGLQJ WKH DV\
FRQWUDFWXDO WHUPV RI ILQDQFLDO DVVHWY DUH HODERUDWHG
(& PHDVXUHPHQW PRGHO LQFOXGLQJ LQFRUSRUDWLRQ RI IRUZ]
LQ QRWH

5HFRJQLWLRQ DQG PHDVXUHPHQW RI FRQWLQJHQFLHYV

.H\ DVVXPSWLRQV DERXW WKH OLNHOLKRRG DQG PDJQLWXGH RI
LQ QRWH

&KDQJHV LQ $FFRXQWLQJ 3ROLFLHV

7KH IROORZLQJ QHZ DQG DPHQGHG ,)56 DQG ,)5,& LQWHUSUH\
(XURSHDQ %DQN WKHVH EHLQJ HQGRUVHG E\ (XURSHDQ 8QLRQ
EHJLQQLQJ RQ-BQXDWHU

YROORZLQJ DPHQGHG VWDQGDUGY DUH HIIHFWLYH EXW QRW UHO
ILQDQFLDO VWDWHPHQWYV

O $PHQGPHQWV WR ,$6 3UHVHQWDWLRQ RI )LQDQFLDO VWDV
ILDELOLWLHV DV &XUUHQWORWLIR@® FRULWHULRQ LQ ,$6 IR
OLDELOLW\ DV QRQ FXUUHQW WKH UHTXLUHPHQW IRU DQ
VHWWOHPHQW RI WKH OLDELOLW\ PXVW H[LVW DW UHSRUWLC

O $PHQGPHQWV WR ,$6 3UHVHQWDWLRQ RI )LQDQFLDO VWD
FRYHQDQIMWK HIIHFWLYH GDWH DV RI -DQXDU\ FODVV]
DQG QHZ GLVFORVXUHYV

O $PHQGPHQWVY WR ,)56 /HDVH /LDELOLW\ LQPSBBWHKRQ ® /H
VHOOHU OHVVHH DFFRXQWYVY IRU YDULDEOH OHDVH SD\PHQW)\
WUDQVDFWLRQ 7KH DPHQGPHQWY LQWURGXFH D QHZ DF
SD\PHQWVY DQG ZLOO UHTXLUH VHOOHU OHVVHHV WR UHDVV}
OHDVHEDFN WUDQVDFWLRQV HQWHUHG LQWR VLQFH

O $PHQGPHQWV WR ,$6 DQG ,)56 6WDWHPHQW RI &DVK )ORZ'
JLOQDQFLDO ,QVWUWRHQWMWLYH GDWH DV Rl -DQXDU\ L
GLVFORVXUH UHTXLUHPHQWYVY IRU FRPSDQLHV WKDW HQWHU

1HZ 6WDQGDUGY DQG LQWHUSUHWDWLRQV QRW \HW HI
(XURSHDQ %DQN ZLOO DSSO\ WKH QHZ RU UHYLVHG ,)56 VW
LPSURYHPHQWY GHWDLOHG EHORZ DV IURP WKHLU HIITHFWLYH GC
E\ WKH (XURSHDQ &RPPLVVLRQ

$ QXPEHU Rl QHZ VWDQGDUGVY DPHQGPHQWV WR VWDQGDUGYV
DSSOLFDEOH DQG KDYH QRW EHHQ DSSOLHG LQ SUHSDULQJ WKH\

(ISHFWHG WR KDYH DQ LPSDFW RQ WKH (XURSHDQ %DQN FRQVRO

O $PHQGPHQWYV WR ,$6 7KH (IIHFWV Rl &KDQJHV L@QLOWKHLJIQ
HITHFWLYH GDWH DV RI -DQXDU\ FODULILHV ZKHQ D F)
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DQRWKHU FXUUHQF\ DQG KRZ D FRPSDQ\ HVWLPDWHV D VSR
H[FKDQJHDELOLW\

® ,)56 3UHVHQWDWLRQ DQG 'LVFORVXUH EQWK QO CHFL\D DY 6/WEL
DV RI -DQXDU\ DLPV WR SURYLGH JUHDWHU FRQVLVW
LOQFRPH DQG FDVK IORZ VWDWHPHQWY DQG PRUH GLVDJJUH.

'"HWDLOHG LPSDFW VWLOO WR EH GHWHUPLQHG IRU WKH (XURSHD

O $PHQGPHQWV WR ,)56 DQG ,)56 &ODVVLILFDWLRQ DQG OHD
,QVWUXPHQWNK HIIHFWLYH GDWH DV Rl -DQXDU\ SURYLG
GLVFORVXUH UHTXLUHPHQWY UHODWHG WR WKH GHUHFRJQL'
WKURXJK DQ HOHFWURQLF WUDQVIHU VIVWHP DQG WKH FOD)\
(6* OLQNHG DQG RWKHU FRQWLQJHQW IHDWXUHYV

1RW UHOHYDQW IRU WKH (XURSHDQ %DQN FRQVROLGDWHG VWDW

O ,)56 6XEVLGLDULHV ZLWKRXW 3XEREYLSHEDRN.GW DEILERWS D
XVLQJ ,)56 $FFRXQWLQJ 6WDQGDUGY FDQ DSSO\ D UHGXFHC
HOLJLELOLW\ FULWHULD DUH PHW

6XPPDU\ RI $FFRXQWLQJ 3ROLFLHV DQG 'LVFORVXUHYV
JRUHLJQ &XUUHQF\ 7TUDQVODWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DUH SUHVHQWH
ILQDQFLDO VWDWHPHQWY RI HDFK RI (XURSHDQ %DQNxV HQWLWL
WKH SULPDU\ HFRQRPLF HQYLURQPHQW LQ ZKLFK WKH HQWLW\ R
LV (XUR IRU PRVW Rl WKH (XURSHDQ %DQNxV HQWLWLHV H[FHSW
&RSHQKDJHQ EUDQFKHV ZKHUH 86' DQG '.. DUH WKH IXQFWLRQDC

7UDQVODWLRQV Rl WUDQVDFWLRQV DQG EDODQFHYV

JRUHLJQ FXUUHQF\ WUDQVDFWLRQV DUH FRQYHUWHG LQWR WKH
RI WKH H[FKDQJH UDWH SUHYDLOLQJ DW WKH GDWH Rl WKH WUD
ORVVHV UHVXOWLQJ IURP WKH VHWWOHPHQW RI VXFK WUDQVDF
IURP WKH WUDQVODWLRQ DW \HDU HQG H[FKDQJH UDWHV RI
GHQRPLQDWHG LQ IRUHLJQ FXUUHQFLHV DUH UHFRJQL]JHG LQ U2
WKH FRQVROLGDWHG VWDWHPHQW RI SURILW DQG ORVV DQG RWH!

(XURSHDQ %DQN KDV QR QRQ PRQHWDU\ LWHPV WKDW DUH PHDV)
RWKHU WKDQ (XUR ZLWK WKH H[FHSWLRQ RI (XURSHDQ %DQN 'XI
FKDQJHG LWV IXQFWLRQDO FXUUHQF\ WR 86' RQ 'HFHPEHU
QRQ PRQHWDU\ DVVHW LV EDVHG RQ WKH H[FKDQJH UDWH DW W
FXUUHQF\

5HFRJQLWLRQ RI 5HYHQXH DQG ([SHQVH

5HYHQXH LV UHFRJQL]HG WR WKH H[WHQW WKDW LW LV SUREDEO
(XURSHDQ %DQN DQG WKH UHYHQXH FDQ EH UHOLDEO\ PHDVXUHCG
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LV EHLQJ PDGH ,QFRPH DQG H[SHQVH DUH QRW RIIVHW LQ WKH F
ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH XQOHVV UHTXLUHG R
VWDQGDUG RU LQWHUSUHWDWLRQ DV VSHFLILFDOO\ GLVFORVHG
%DQN 7KH IROORZLQJ VSHFLILF UHFRJQLWLRQ FULWHULD PXVW I
UHFRJQL]HG

IHWOQWHUHVW ,QFRPH

7KH LQWHUHVW LQFRPH DQG H[SHQVH LV UHFRJQL]JHG XVLQJ WKH
IRU DOO ILQDQFLDO LQVWUXPHQWY PHDVXUHG DW DPRUWL]HG FR
FODVVLILHG DV DYDLODEOH IRU VDOH (,5 LV WKH UDWH WKDW H]
SD\PHQWY RU UHFHLSWV WKURXJK WKH H[SHFWHG OLIH RI WKH IL
ZKHUH DSSURSULDWH WR WKH QHW FDUU\LQJ DPRXQW RI WKH IL
FDOFXODWLRQ WDNHV LQWR DFFRXQW DOO FRQWUDFWXDO WHUP
SUHSD\PHQW RSWLRQV DQG LQFOXGHV DQ\ IHHV RU LQFUHPHQW
WR WKH LQVWUXPHQW DQG DUH DQ LQWHJUDO SDUW RI WKH (,5

2QFH WKH YDOXH RI D ILQDQFLDO DVVHW RU D JURXS RI VLPLOTC
GXH WR DQ LPSDLUPHQW ORVV LQWHUHVW LQFRPH FRQWLQXH\
LQWHUHVW XVHG WR GLVFRXQW WKH IXWXUH FDVK IORZV IRU Wk
ORVYV

(XURSHDQ %DQNxV ORDQV WR DQG GHSRVLWV IURP EDQNV D
(XURSHDQ %DQNxV FOLHQWY FDVK DFFRXQWVY RSHUDWHG LQ
VHWWOHPHQW DFWLYLW\ ZLWK EDODQFHV JHQHUDOO\ FKDQJLQJ
UH GHSRVLWV RI VXUSOXV IXQGV UDUHO\ KDYH PDWXULWLHYV
DFFRUGLQJO\ WKH (,5 PHWKRG JHQHUDOO\ LV QRW XVHG IRU VXF

, QWHUHVW LQFRPH DQG H[SHQVH RQ GHULYDWLYH LQVWUXPHQW
DFFUXDO EDVLYV

JHHV DQG &RPPLVVLRQ ,QFRPH

&RQWUDFW UHYHQXH L H VFRSH RI ,)56 VWDQGDUG LV UHSRU
(XURSHDQ %DQN HDUQV IHH DQG FRPPLVVLRQ LQFRPH PDLQO\ |
BHUYLFLQJ SURGXFWV VXFK DV *OREDO &XVWRG\ 'HSRVLWRU\ %
VHUYLFHV LL ,VVXHU 6HUYLFHV SURGXFWV VXFK DV 'HSRVLWRU
LLL ODUNHWV RI ZKLFK PDLQO\ JRUHLJQ H[FKDQJH FRPPLVVLRQ
VSHFLILHG LQ D FRQWUDFW ZLWK D FXVWRPHU DQG H[FOXGHYV
WKLUG SDUWLHYV 5HYHQXH LV UHFRJQL]HG ZKHQ RU DV D SHU
WUDQVIHUULQJ FRQWURO RI D JRRG RU VHUYLFH WR D FXVWRPHL

$ SHUIRUPDQFH REOLJDWLRQ PD\ EH VDWLVILHG RYHU WLPH RU
SHUIRUPDQFH REOLJDWLRQ VDWLVILHG RYHU WLPH LV UHFRJQL
SURJUHVYVY LQ VDWLVI\LQJ WKH SHUIRUPDQFH REOLJDWLRQ LQ D
JRRGY DQG VHUYLFHV WR WKH FXVWRPHU 5HYHQXH IURP D SHU
SRLQW LQ WLPH LV UHFRJQL]J]HG DW WKH SRLQW LQ WLPH WKH F
JRRG RU VHUYLFH

7KH DPRXQW Rl UHYHQXH UHFRJQL]J]HG UHIOHFWYV WKH FRQVLGHU
EH HQWLWOHG WR LQ H[FKDQJH IRU WKH SURPLVHG JRRGV DQ
JRYHUQPHQWDO DXWKRULW\ WKDW DUH ERWK LPSRVHG RQ DQC
SURGXFLQJ WUDQVDFWLRQ DUH FROOHFWHG IURP D FXVWRPHU L
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IDWXUH RI VHUYLFHY DQG UHYHQXH UHFRJQLWLRQ

, QYHVWPHQW 6HUYLFHYV IHHV L H $VVHW 6HUYLFLQJ ,VVXHU 6}
PDUNHW YDOXH RI DVVHWYV XQGHU FXVWRG\ $8& FOLHQW DFF
WUDQVDFWLRQV VHFXULWLHY OHQGLQJ YROXPH DQG VSUHDGYV I
EDVHG RQ WKH PDUNHW YDOXH RI DVVHWY DUH FDOFXODWHG L
EDVLV

6 XEVWDQWLDOO\ DOO VHUYLFHV ZLWKLQ WKH ,QYHVWPHQW 6HU
5HYHQXH IRU WKHVH VHUYLFHV LV UHFRJQL]JHG XVLQJ WKH WL
H[SHFWHG LQYRLFH DPRXQW ZKLFK W\SLFDOO\ UHSUHVHQWYV Wtk
RXU SHUIRUPDQFH FRPSOHWHG WR GDWH

7UDGH H[HFXWLRQ IHHV L H )RUHLJQ ([FKDQJH FRPPLVVLRQV S
D SRQANQWH EDVHG RQ PXWRP HU DRURQY 5 HYHQXH IRUWDGH H HRX\WRQ DQG FODUQ)

VHUYLFHV LV UHFRJQL]JHG RQ WUDGH GDWH ZKLFK LV FRQVLVWI
SURYLGHG &XVWRPHUV DUH JHQHUDOO\ ELOOHG IRU VHUYLFHV F

'LVDJJUHJDWLRQ Rl FRQWUDFW UHYHQXH
&RQWUDFW UHYHQXH LV LQFOXGHG LQ IHH UHYHQXH RQ WKH FRC
DQG RWKHU FRPSUHKHQVLYH LQFRPH

&ERQWUDFW EDODQFHYV

(XURSHDQ %DQNxV FXVWRPHUV DUH ELOOHG EDVHG RQ IHH VFKH
FXVWRPHU FBRQWUORM QFH LV PDLQWDLQHG IRU DFFRXQWV UHF
EDVHG RQ WKH QXPEHU RI GD\V RXWVWDQGLQJ $GMXVWPHQWYV
RWKHU H[SHQVH LQ WKH 6WDWHPHQW RI SURILW DQG ORVV DQG |

&RQWUDFW DVVHWY UHSUHVHQW DFFUXHG UHYHQXHVY WKDW KDY
GXH WR FRQWLQJHQW IDFWRUV RWKHU WKDQ WKH SDVVDJH RI W
RQ D PRQWKO\ EDVIQR TR DHUPAHHNRQUAHFRW GBIEW DVVHWYV LQ

%RWK UHFHLYDEOHYV IURP FXVWRPHUV DQG FRQWUDFW DVVHWYV L
VKHHW

&RQWUDFW OLDELOLWLHVY UHSUHVHQW SD\PHQWV UHFHLYHG LC
FHUWDLQ FRQWUDFWY &RQWUDFW OLDELOLWLHV DUH D FRPSRQ
RI ILQDQFLDO SRVLWLRQ

&KDQJHV LQ FRQWUDFW DVVHWY DQG OLDELOLWLHYV SULPDULO\ 1
WKH FRQWUDFWYV

$Q\ FKDQJHV LQ WKH EDODQFHV RI FRQWUDFW DVVHWV DQG F
FKDQJHV DULVLQJ IURP EXVLQHVV FRPELQDWLRQV LPSDLUPHQW
WKH WLPHIUDPH IRU D ULJKW WR FRQVLGHUDWLRQ EHFRPLQJ XQI
WR EH VDWLVILHG 1R VXFK LQVWDQFHV ZHUH QRWHG

8QVDWLVILHG SHUIRUPDQFH REOLJDWLRQV

(XURSHDQ %DQN GRHV QRW KDYH DQ\ XQVDWLVILHG SHUIRUPDC
VXEMHFW WR D SUDFWLFDO H[SHGLHQW HOHFWLRQ XQGHU ,)56
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FRQWUDFWY ZLWK DQ RULJLQDO H[SHFWHG OHQJWK RI RQH \HDU
(XURSHDQ %DQN UHFRJQL]HVY UHYHQXH DW WKH DPRXQW WR ZKLEF
WR LQYRLFH IRU VHUYLFHY SHUIRUPHG

'LYLGHQG ,QFRPH

'LYLGHQG LQFRPH LV UHFRJQL]JHG ZKHQ (XURSHDQ %DQNxV L
HVWDEOLVKHG

*DLQV DQG /RVVHV RQ 1RQ 4XDOLI\LQJ (FRQRPLF +HGJHV

$00 JDLQV DQG ORVVHV IURP FKDQJHV LQ IDLU YDOXH RI GHUL
WKDW DFW DV HFRQRPLF KHGJHV EXW WKDW GR QRW TXDOLI\ |
UHFRJQL]HG LQ WKLV FDSWLRQ

IHW WUDGLQJ LQFRPH

O1HW WUDGLQJ LQFRPHx FRPSULVHV IDLU YDOXH FKDQJHV LQ WU
LQFOXGHV WKH LPSDFW RI IRUHLJQ H[FKDQJH UDWHYV

J)LQDQFLDO ,QVWUXPHQWYV O ,QLWLDO 5HFRJQLWLRQ DQG

$00 ILQDQFLDO DVVHWV DQG OLDELOLWLHYV LQLWLDOO\ DUH UHF
(XURSHDQ %DQN EHFRPHV D SDUW\ WR WKH FRQWUDFWXDO SUF
PHDVXUHG LQLWLDOO\ DW WKHLU IDLU YDOXH SOXV WUDQVDFW
LQVWUXPHQWY DW LQLWLDO UHFRJQLWLRQ GHSHQGV RQ PDQDJ
LQVWUXPHQWY ZHUH DFTXLUHG DQG WKH FKDUDFWHULVWLFV RI

1RQ GHULYDWLYH ILQDQFLDO DVVHWY &ODVVLILFDWLRC

1 RQ GHUYDMWYH 1ICDQFIDOLQMWIKP HQWV FRP SUVH LOYHWR HQW 1Q GHEWIQAKP HQW  FDVK DQG

FDVK HTXLYDOHQWY ORDQV DQG ERUURZLQJY DQG WUDGH DQG |
SULQFLSDO FODVVLILFDWLRQ FDWHJRULHV IRU ILQDQFLDO DVVH
WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH U)92&,0 DQG IDLU
U)973/0 ,)56 FODVVLILFDWLRQ LV JHQHUDOO\ EDVHG RQ Wt}
ILQDQFLDO DVVHW LV PDQDJHG DQG LWV FRQWUDFWXDO FDVK 10

J)LQDQFLDO DVVHWV DUH PHDVXUHG DW DPRUWLVHG FRVW LI WKF
DQG DUH QRW GHVLJQDWHG DV DW )973/
a4 WKH DVVHW LV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH RE
FRQWUDFWXDO FDVK IORZV DQG
a4 WKH FRQWUDFWXDO WHUPV Rl WKH ILQDQFLDO DVVHW JLYH
WKDW DUH VROHO\ SD\PHQWV RI SURQWIKSIDSURQELEQ®W HURR
RXWVWDQGLQJ

JLQDQFLDO DVVHWY DUH PHDVXUHG DW )92&, RQO\ LI WKH\ PHHW
a WKH DVVHW LV KHOG ZLWKLQ D EXVLQHVV PRGHO ZKRVH
FROOHFWLQJ FRQWUDFWXDO FDVK IORZVY DQG VHOOLQJ ILQD

a WKH FRQWUDFWXDO WHUPV RI WKH ILQDQFLDO DVVHW JLYH
WKDW DUH 633, RQ WKH SULQFLSDO DPRXQW RXWVWDQGLQJ

$ ILQDQFLDO DVVHW LV FODVVLILHG LQWR RQH RI WKHVH FDWHJ
ILQDQFLDO DVVHWY KHOG DW LQLWLDO DSSOLFDWLRQ WKH EXV
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DQG FLUFXPVWDQFHY DW WKDW GDWH $OVR ,)56 SHUPLWYV QH.:
)92&, WR EH PDGH RQ WKH GDWH RI LQLWLDO DSSOLFDWLRC
FLUFXPVWDQFHY DW WKDW GDWH

(TXLW\ 6HFXULWLHYV

 QYHVWPHQW LQ HTXLW\ VHFXULWLHV WKDW GR QRW UHVXOW LQ
WKURXJK SURILW DQG ORVV U0)973/0 $Q\ VXEVHTXHQW FKDQJHV
WKH VWDWHPHQW RI SURILW DQG ORVV DK QR\M K M/UP HQ WSIUQ KIH &V
VHFXULWLHV LV SUHVHQWHG LQ WKH GLVFORVXUH QRWH RWKHU

%XVLQHVY PRGHO DVVHVVPHQW

&HUWDLQ ILQDQFLDO VWDWHPHQW FDSWLRQV IRU H[DPSOH GH:
LQVWLWXWLRQV DOZD\V ZLOO EH KHOG IRU FROOHFWLRQ RI FRQ
DVVHW PHDQV WKDW LW FDQQRW EH VROG )RU RWKHU ILQDQFL
DVVHVVPHQW RI WKH EXVLQHVV PRGHO LQ ZKLFK D ILQDQFLDO
EHFDXVH WKLV EHVW UHIOHFWV WKH ZD\ WKH EXVLQHVV LV PDQ
PDQDJHPHQW ,QIRUPDWLRQ WKDW LV FRQVLGHUHG LQFOXGHV
a4 WKH VWDWHG SROLFLHVY DQG REMHFWLYHV IRU WKH SRUWIR(
4 KRZ WKH SHUIRUPDQFH Rl WKH SRUWIROLR LV HYDOXDWHG D
a4 KRZ PDQDJHUV Rl WKH EXVLQHVV DUH FRPSHQVDWHG DQG
4 WKH IUHTXHQF\ DQG YROXPH RI KLVWRULFDO DQG H[SHFWHG
a
(XURSHDQ %DQN JHQHUDOO\ GRHVY QRW KROG QRQ GHULYDWLYH |
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$VVHVVPHQW RI ZKHWKHU FDVK IORZVY DUH VROHO\ SD\PF

O3ULQFLSDOXx IRU WKHVH SXUSRVHV LV GHILQHG DV WKH IDLU
UHFRJQLWLRQ O,QWHUHVWx LV GHILQHG DV FRQVLGHUDWLRQ |
FUHGLW ULVN DVVRFLDWHG ZLWK WKH SULQFLSDO DPRXQW RXW\
DQG IRU RWKHU EDVLF OHQGLQJ ULVNV H J OLTXLGLW\ ULVN DC
PDUJLQ

,Q DVVHVVLQJ ZKHWKHU WKH FRQWUDFWXDO FDVK IORZV DUH VR
(XURSHDQ %DQN FRQVLGHUV WKH FRQWUDFWXDO WHUPV RI WKH
ZKHWKHU WKH ILQDQFLDO DVVHW FRQWDLQV FRQWUDFWXDO W
DPRXQW RI FRQWUDFWXDO FDVK IORZV VXFK WKDW LW ZRXOG Q
DVVHVVPHQW (XURSHDQ %DQN FRQVLGHUV

3 FRQWLQJHQW HYHQWY WKDW ZRXOG FKDQJH WKH DPRXQW RI
OHYHUDJH IHDWXUHV
SUHSD\PHQW DQG H[WHQVLRQ WHUPV
WHUPV WKDW OLPLW (XURSHDQ %DQNxV FODLP WR FDVK IOR|
IHDWXUHV WKDW PRGLI\ FRQVLGHUDWLRQ IRU WKH WLPH YD
LQWHUHVW UDWHYV
IRU WUDQFKHG VHFXULWLHV VXFK DV DVVHW EDFNHG VI
FRQWUDFWXDOO\ OLQNHG LQVWUXPHQWYV LV WR EH DVVHVVF
FRQVLGHUHG XQGHU WKH 633, UHTXLUHPHQWYV

QD QD QD QD

Q-

5HFODVVLILFDWLRQ RI )LQDQFLDO $VVHWYV

(XURSHDQ %DQN GRHV QRW UHFODVVLI\ ILQDQFLDO DVVHWV VX
HIFHSW LQ WKH SHULRG DIWHU (XURSHDQ %DQN FKDQJHV LWV E>
DVVHWV (XURSHDQ %DQN KDV QRW UHFRUGHG DQ\ UHFODVVLILF

'"HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV +HOG IRU 7UDGLC

(XURSHDQ %DQN XVHV GHULYDWLYHV LQFOXGLQJ );: VZDSV IRUZ
SDUW RI LWV FDVK PDQDJHPHQW DFWLYLWLHV 'HULYDWLYHV DI
ILQDQFLDO SRVLWLRQ DW IDLU YDOXH DQG FDUULHG DV DVVHW\
OLDELOLWLHV ZKHQ WKHLU IDLU YDOXH LV QHJDWLYH &KDQJH
UHFRJQL]JHG LQ WKH U*DLQV DQG ORVVHV RQ QRQ TXDOLI\LQJ HF
SURILW DQG ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH 2Q WK
GHULYDWLYHV GHVLJQDWHG LQ TXDOLI\LQJ KHGJLQJ UHODWLRC
UHFRUGHG LQ WKH VWDWHPHQW RI SURILW DQG ORVV DQG RWKH
FKDQJH LQ WKH YDOXH Rl UHODWHG KHGJHG LWHP DVVRFLDW#F
KHGJHG LQ WKH VDPH LQFRPH VWDWHPHQW OLQH ZKHUH WKH H
SUHVHQWHG SULQFLSDOO\ U,QWHUHVW ,QFRPH RQ ,QYHVWPHQW

7R TXDOLI\ IRU KHGJH DFFRXQWLQJ HDFK KHGJH UHODWLRQVKLS
UHGXFLQJ WKH ULVN DVVRFLDWHG ZLWK WKH H[SRVXUH EHLQ.
UHWURVSHFWLYHO\ (XURSHDQ %DQN IRUPDOO\ GRFXPHQW DO
LQVWUXPHQWY DQG KHGJHG LWHPV DV ZHOO DV LWV ULVN PDQ
XQGHUWDNLQJ HDFK KHGJLQJ WUDQVDFWLRQ $W LQFHSWLRQ \
UHODWHG WR HDFK RI LWV KHGJHV LV DVVHVVHG WR GHWHUPLQF
HITHFWLYH RYHU WKH OLIH RI WKH WUDQVDFWLRQ $W KHGJH LC
PHWKRGRORJ\ WR EH XWLOLVHG IRU HYDOXDWLQJ HIIHFWLYHQH
RQJRLQJ KHGJH HIIHFWLYHQHVV DW OHDVW TXDUWHUO\ (XURSHEC
SURVSHFWLYHO\ ZKHQ LW KDV EHHQ GHWHUPLQHG WKDW WKH



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

GHULYDWLYH H[SLUHV LV VROG RU PDQDJHPHQW GLVFRQWLQXF
6XEVHTXHQW JDLQVY DQG ORVV RQ WKHVH GHULYDWLYHV DUH UH
LQ WKH VWDWHPHQW RI SURILW DQG ORVV DQG RWKHU FRPSUH
JDLQ RU ORVV RQ WKH KHGJHG LWHP LV DPRUWLVHG RQ D \LHOC(
KHGJHG LWHP

(XURSHDQ %DQN ODUNHWY EXVLQHVYV RIIHU LWV FOLHQWYV ); WUD
6ZDS 2SWLRQV )RUZDUG DQG 6SRW 7KHVH '"HULYDWLYHV DUH UI
&KDQJHV LQ WKH IDLU YDOXH RI WKHVH GHULYDWLYHY DUH UHFR
VWDWHPHQW RI SURILW DQG ORVV DQG RWKHU FRPSUHKHQVLYH I

(XURSHDQ %DQN SURYLGHV IXQG DFFRXQWLQJ DQG RWKHU IXQ
H[HPSW UHWLUHPHQW VDYLQJV DFFRXQWYV WR 3RVWEDQNXV UHW
WR QHZ FOLHQWV *XDUDQWHH FRPPLWPHQWY DUH SURYLGHG I
SHQVLRQ PLQLPXP SD\PHQW FRPPLWPHQWY WKH LQLWLDO LQY!
UHTXLUHPHQW LV WR FRYHU WKH SRWHQWLDO ULVN DULVLQJ |
U*XDUDQWHH FRPPLWPHQWU H[FHHGLQJ WKH QRUPDOLVHG YDOX
JXDUDQWHH RI FDVK IORZV RQ WKH XQGHUO\LQJ DVVHWV E\ Wk
GHULYDWLYH &KDQJHV LQ WKH IDLU YDOXH RI WKLV GHULYDWLY
ILQDQFLDO LQVWUXPHQWY DW )973/ 0 LQ WKH VWDWHPHQW RI SLU
LQFRPH

(XURSHDQ %DQN GRHV QRW KROG GHULYDWLYHYVY HPEHGGHG LQ R
JLQDQFLDO /LDELOLWLHYV

(XURSHDQ %DQN FODVVLILHV LWV ILQDQFLDO OLDELOLWLHV DV P
J)LQDQFLDO OLDELOLWLHY DUH PHDVXUHG DW )93/ LI WKH\ PHHW |
D )LQDQFLDO OLDELOLWLHYV KHOG IRU WUDGLQJ LQFOXGLQJ G
E J)LOQDQFLDO OLDELOLWLHV WKDW RQ LQLWLDO UHFRJQLWLRQ

'"HUHFRJQLWLRQ RI )LQDQFLDO $VVHWV DQG )LQDQFLDO /
JLQDQFLDO $VVHWYV

(XURSHDQ %DQN GHUHFRJQL]HV D ILQDQFLDO DVVHW RU ZKHU
DVVHW RU SDUW RI D JURXS RI VLPLODU ILQDQFLDO DVVHWYVY ZKF

a7KH ULJKWV WR UHFHLYH FDVK IORZV IURP WKH DVVHW KDYH H
A (XURSHDQ %DQN KDV WUDQVIHUUHG LWV ULJKWV WR UHFHLY
DVVXPHG DQ REOLJDWLRQ WR SD\ WKH UHFHLYHG FDVK IORZV
WKLUG SDUW\ XQGHU D OSDVV WKURXJKx DUUDQJHPHQW ZKHU!
} (XURSHDQ %DQN KDV WUDQVIHUUHG VXEVWDQWLDOO\ DOO W

} (XURSHDQ %DQN KDV QHLWKHU WUDQVIHUUHG QRU UHWDLC
UHZDUGV RI WKH DVVHW EXW KDV WUDQVIHUUHG FRQWURO

(XURSHDQ KPIVQBIHUHFRJQL]HG ILQDQBFQDBO DVVHWYV LQ
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JLQDQFLDO /LDELOLWLHYV

(XURSHDQ %DQN GHUHFRJQLVHV D ILQDQFLDO OLDELOLW\ ZKHQ L
GLVFKDUJHG RU FDQFHOOHG RU H[SLUHG :KHQ DQ H[LVWLQJ ILQ
IURP WKH VDPH OHQGHU RQ VXEVWDQWLDOO\ GLIIHUHQW WHUPV
VXEVWDQWLDOO\ PRGLILHG VXFK DQ H[FKDQJH RU PRGLILFDWLR
RULJLQDO OLDELOLW\ DQG WKH UHFRJQLWLRQ RI D QHZ OLDELOL
FDUU\LQJ DPRXQWYV LV UHFRJQL]JHG LQ SURILW RU ORVYV

5HSXUFKDVH DQG 5HYHUVH 5HSXUFKDVH $JUHHPHQWYV

BHFXULWLHYV VROG XQGHU DJUHHPHQWVY WR UHSXUFKDVH DW
GHUHFRJQL]HG IURP WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQ
VXEVWDQWLDOO\ DOO RI WKH ULVNV DQG UHZDUGV RI RZQHUVKI
UHFRJQL]JHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQDQF
FRUUHVSRQGLQJ REOLJDWLRQ WR UHWXUQ LW LQFOXGLQJ DFFU
UHIOHFWLQJ WKH WUDQVDFWLRQxV HFRQRPLF VXEVWDQFH DV D
EHWZHHQ WKH VDOH DQG UHSXUFKDVH SULFHV LV WUHDWHG DV
WKH OLIH RI DJUHHPHQW XVLQJ WKH (,5

&RQYHUVHO\ VHFXULWLHV SXUFKDVHG XQGHU DJUHHPHQWV WR
QRW UHFRJQL]JHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI ILQD
LQFOXGLQJ DFFUXHG LQWHUHVW LV UHFRJQL]JHG LQ WKH FRQVR
ZLWKLQ O/RDQV DQG DGYDQFHV WR FXVWRPHUVx UHIOHFWLQJ
DV D ORDQ E\ (XURSHDQ %DQN 7KH GLIIHUHQFH EHWZHHQ WKH
UHFRJQL]HG LQ U1HW LQWHUHVW LQFRPHU DQG LV DFFUXHG RY}
(,5

(XURSHDQ %DQN UHFHLYHV FROODWHUDO LQ UHYHUVH UHSXUFK
XVH PD\ SRVW LW DV FROODWHUDO LQ D IXUWKHU WUDQVDFWLR(

&RPPLWPHQWY DQG ILQDQFLDO JXDUDQWHHV JLYHQ DQG

(XURSHDQ %DQN GRHV QRW HQWHU LQWR LUUHYRFDEOH FRPPL!
HIWHUQDO FXVWRPHUV 7KH RIIl EDODQFH VKHHW LWHPV Rl (XUR
RU UHQWDO FRPPLWPHQWY VWDWH JXDUDQWHHV RQ GHEW VF
FXVWRPHUV

JLQDQFLDO JXDUDQWHHY DUH FRQWUDFWYV WKDW UHTXLUH WKH
UHLPEXUVH WKH KROGHU IRU D ORVV LW LQFXUV EHFDXVH D VS
ZKHQ GXH LQ DFFRUGDQFH ZLWK WKH RULJLQDO RU PRGLILHG WH

(XURSHDQ %DQN DV D KROGHU KDV HQWHUHG LQWR D QXPEHU
VXFK DV OHWWHUV RI FUHGLW UHFHLYHG IURP JURXS HQWLW\ RLU
IRU SUXGHQWLDO UHSRUWLQJ SXUSRVHV 7KHVH JXDUDQWHHV T
DQG UHFRUGHG DW WKHLU QRWLRQDO DPRXQW 30HDVH VHH QRW

'"HWHUPLQDWLRQ RI )DLU 9DOXH

)DLU YDOXH LV GHILQHG DV WKH SULFH WKDW ZRXOG EH UHFHLY
OLDELOLW\ LQ DQ RUGHUO\ WUDQVDFWLRQ EHWZHHQ PDUNHW ¢
WKUHH OHYHO KLHUDUFK\ IRU IDLU YDOXH PHDVXUHPHQWYV LV X\
LEQSXWV WR WKH YDOXDWLRQ RI DQ DVVHW RU OLDELOLW\ DV RI \
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)DLU YDOXH IRFXVHV RQ H[LW SULFH LQ DQ RUGHUO\ WUDQVDFW|
GLVWUHVVHG VDOH EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH
FRQGLWLRQV 7KH IDLU YDOXH IRU ILQDQFLDO LQVWUXPHQW\
FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ GDWH L
ZLWKRXW DQ\ GHGXFWLRQ IRU WUDQVDFWLRQ FRVWYV

)RU DOO RWKHU ILQDQFLDO LQVWUXPHQWY QRW WUDGHG LQ DQ
E\ XVLQJ DSSURSULDWH YDOXDWLRQ WHFKQLTXHV 9DOXDWLRQ V
IORZ PHWKRG FRPSDULVRQ WR VLPLODU LQVWUXPHQWYV IRU ZK
RSWLRQV SULFLQJ PRGHOV FUHGLW PRGHOV DQG RWKHU UHOHY]

(XURSHDQ %DQN KDV RQO\ OHYHO DQG OHYHO ILQDQFLDO LQ
GRHV QRW XVH DQ\ LQWHUQDO YDOXDWLRQ PRGHOV ZLWK XQRE
WKH IDLU YDOXH

$Q DQDO\VLV RI IDLU YDOXHV RI ILQDQFLDO LQVWUXPHQWYV DQ
PHDVXUHG DUH SURYLGHG LQ WKH H[SODQDWRU\ QRWHYV

,PSDLUPHQW RI )LQDQFLDO $VVHWYV

)56 LV DQ OH[SHFWHG FUHGLW ORVVx (& PRGHO 7KH LPSLC
FHUWDLQ ORDQ FRPPLWPHQWY DQG ILQDQFLDO JXDUDQWHH FRQ
7KH LPSDLUPHQW PRGHO DSSOLHV WR GHEW LQVWUXPHQWYV DQG
WKDW DUH QRW PHDVXUHG DW )973/ (&/V RQ LQVWUXPHQWYV FOD
SURILW DQG ORVYV

8QGHU ,)56 (XURSHDQ %DQN JHQHUDOO\ UHFRJQLVHV ORVV DO
PRQWK (&/ WKH SRUWLRQ RI (& WKDW UHVXOWV IURP GHIDXO\
PRQWKY DIWHU WKH UHSRUWLQJ GDWH XQOHVV WKHUH KDV EHH
RULJLQDWLRQ RI WKH LQVWUXPHQW LQ ZKLFK FDVH (&/V DUH UH
DVVHVVPHQW RI ZKHWKHU WKHUH KDV EHHQ D VLJQLILFDQW L
MXGJPHQW DQG LV IXUWKHU GLVFXVVHG EHORZ 7KH UHFRJQLWI
EDVHG XSRQ D WKUHH 6WDJH FULWHULD WKDW LV UHTXLUHG WR
4 6WDJH DSSOLHV WR DOO H[SRVXUHV IURP LQLWLDO UHFRJQ
VLIJQLILFDQW GHWHULRUDWLRQ LQ FUHGLW TXDOLW\ LQWHU
FDUU\LQJ DPRXQW Rl WKH DVVHW
4 6WDJH DSSOLHV ZKHQ D VLJQLILFDQW LQFUHDVH LQ FUHGL
UHFRJQLWLRQ LQWHUHVW UHYHQXH LV EDVHG XSRQ WKH JU
a 6WDJH DSSOLHV ZKHQ DQ DVVHW EHFRPHV FUHGLW LPSDLU
GHIDXOWHG LQWHUHVW UHYHQXH LV EDVHG XSRQ WKH QHW
DOORZDQFH

OHDVXUHPHQW RI (&/

%1< OHOORQ PHDVXUHV WKH (&/V EDVHG RQ WKH ULVN RI GHIDX
KRULJRQV GHSHQGLQJ RQ ZKHWKHU WKH FUHGLW ULVN RI WKH
VLQFH WKH H[SRVXUH ZDV ILUVW UHFRJQL]JHG RU IRU ORDQ FR
OHOORQ XQFRQGLWLRQDOO\ FRPPLWWHG WR H[WHQG FUHGLW 7
WKDW KDYH QRW LQFUHDVHG VLJQLILFDQWO\ LQ FUHGLW ULVN

H[SHFWHG FUHGLW ORVVHV IURP GHIDXOW HYHQWYV RFFEXUULQJ

(&' 7KH DOORZDQFH IRU WKRVH H[SRVXUHV WKDW KDYH VXIIHU
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ULVN DQG H[SRVXUHV WKDW DUH GHIDXOWHG OVWDJH x DQG
EDVHG RQ OLIHWLPH H[SHFWHG FUHGLW ORVVHV IURP GHIDXOW
FRQWUDFWXDO OLIH /LIHWLPH (&/

JRU ILQDQFLDO DVVHWV WKDW DUH FUHGLW LPSDLUHG DW WKH U
JURVYV FDUU\LQJ DPRXQW DQG WKH SUHVHQW YDOXH RI HVWLPDW
JRU ILQDQFLDO JXDUDQWHH FRQWUDFWYV WKH H[SHFWHG SD\PH(
DPRXQWV WKDW WKH JURXS H[SHFWV WR UHFRYHU LV FDOFXODW

*LYHQ (XURSHDQ %DQNxV YHU\ ORZ (&/ UDWH RYHUDOO WKH HII
LQVLJQLILFDQW $FFRUGLQJO\ QR (&/ LV FDOFXODWHG FHQWUDO

JXUWKHU GHWDLOV RQ LQESXWV WR (& PRGHO DUH HODERUDWHG

2IIVHWWLQJ )LQDQFLDO ,QVWUXPHQWV

J)LQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHVY DUH RIIVHYV
FRQVROLGDWHG VWDWHPHQW RI ILQDQFLDO SRVLWLRQ LI DQG
OHJDO ULJKW WR RIIVHW WKH UHFRJQL]HG DPRXQWY DQG WKHUH
RU WR UHDOL]H WKH DVVHW DQG VHWWOH WKH OLDELOLW\ VLPXC

/HDVLQJ

(XURSHDQ %DQN GHWHUPLQHYV LI DQ DUUDQJHPHQW LV D OHDVH
DVVHWY UHSUHVHQW (XURSHDQ %DQN V ULJKW WR XVH DQ XQGI
OHDVH OLDELOLWLHV UHSUHVHQW (XURSHDQ %DQN V REOLJDWL
DVVHWY DQG OHDVH OLDELOLWLHY DUH UHFRJQL]J]HG EDVHG RQ V
OHDVH SD\PHQWV RYHU WKH OHDVH WHUP DW FRPPHQFHPHQW GI
FHUWDLQ OHDVH PRGLILFDWLRQV )RU DOO OHDVHV (XURSHD(
UHSUHVHQWY D FROODWHUDOL]JHG LQFUHPHQWDO ERUURZLQJ
LQIRUPDWLRQ DYDLODEOH DW OHDVH FRPPHQFHPHQW GDWH RU
OHDVH PRGLILFDWLRQV LQ GHWHUPLQLQJ WKH SUHVHQW YDOXH
OHDVH SD\PHQWV WKH GHWHUPLQDWLRQ RI DQ 528 DVVHW PD\
UHODWHG WR OHDVH LQFHQWLYHY DQG LQLWLDO GLUHFW FRVW\
OHDVH DUH LQFOXGHG LQ WKH GHWHUPLQDWLRQ RI WKH 528 DV
UHDVRQDEO\ FHUWDLQ WKDW (XURSHDQ %DQN ZLOO H[HUFLVH Wi

8QGHU ,)56 DOO OHDVHV DUH FODVVLILHG DV ILQDQFLQJ OHDVH
LV UHFRJQL]JHG XVLQJ WKH HIIHFWLYH LQWHUHVW PHWKRG 528
ZKHQ HYHQWYV RU FLUFXPVWDQFHY LQGLFDWH WKDW WKH FDUU\L
GHHPHG LPSDLUHG WKH 528 DVVHW LV ZULWWHQ GRZQ DQG WKH
DPRUWL]HG RQ D VWUDLJKW OLQH EDVLV 7KH 528 DVVHW LV
HTXLSPHQW OLQH DQG WKH OHDVH OLDELOLW\ LV SUHVHQWH
VWDWHPHQW RI WKH ILQDQFLDO SRVLWLRQ

)RU DOO OHDVHV (XURSHDQ %DQN KDV HOHFWHG WR DFFRXQW IF
FRPSRQHQWYV DV D VLQJOH OHDVH FRPSRQHQW DQG LQFOXGH LQ
7KH QRQ OHDVH YDULDEOH FRPSRQHQWY VXFK DV PDLQWHQDQF!
LQFOXGLQJ QRQ LQGH[ RU UDWH HVFDODWLRQV KDYH EHHQ H[FC
GLVFORVHG VHSDUDWHO\
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$GGLWLRQDOO\ IRU FHUWDLQ HTXLSPHQW OHDVHV (XURSHDQ ¢
DFFRXQW IRU WKH RSHUDWLQJ OHDVH 528 DVVHWYV DQG OLDELOL

(XURSHDQ %DQN GRHV QRW HQJDJH LQ VXEOHDVLQJ DFWLYLWLH\
&DVK DQG &DVK (TXLYDOHQWYV

&DVK DQG FDVK HTXLYDOHQWYV DV UHIHUUHG WR LQ WKH FRQVR(
LQFOXGH QRWHV DQG FRLQV RQ KDQG EDODQFHV KHOG ZLWK FF
ZLWK FUHGLW LQVWLWXWLRQV DQG FXVWRPHUV RQ GHPDQG RU
RU OHVV ZKLFK DUH VXEMHFW WR DQ LQVLJQLILFDQW ULVN R
HTXLYDOHQWY DUH FDUULHG DW DPRUWL]JHG FRVW LQ WKH FRQVI

BURSHUW\ DQG (TXLSPHQW

BURSHUW\ DQG HTXLSPHQW DUH VWDWHG DW FRVW OHVV DFFXP.
LPSDLUPHQW LQ YDOXH ©6XFK FRVW LQFOXGHVY FRVWV GLUHFW
FDSDEOH RI RSHUDWLQJ DV LQWHQGHG

'"HSUHFLDWLRQ LV FDOFXODWHG XVLQJ WKH VWUDLJKW OLQH PH
DQG HTXLSPHQW WR WKH UHVLGXDO YDOXH RYHU WKH HVWLPDW}
/IHDVHKROG LPSURYHPHQWYHU WKH OHVVHU RI WKH HVWLPDWHG

RI WKH DVVHW DQG WKH UHPDLQLQJ WF
OHDVH

WXUH IL[WXUHV DQGWRVKHHDUYV
PH

7KH HVWLPDWHG XVHIXO OLIH RI SURSHUW\ DQG HTXLSPHQW LV
GHSUHFLDWLRQ LV DGMXVWHG SURVSHFWLYHO\ 3URSHUW\ DQG
$Q\ JDLQ RU ORVV DULVLQJ RQ GHUHFRJQLWLRQ RI WKH DVVHW
WKH QHW GLVSRVDO SURFHHGY DQG WKH FDUU\LQJ DPRXQW RI
RSHUDWLQJ LQFRPHx RU O2WKHU RSHUDWLQJ H[SHQVHx LQ WKH
ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH LQ WKH \HDU WKH DV

7KH FDUU\LQJ YDOXHV RI SURSHUW\ DQG HTXLSPHQW DUH UHYLF
FKDQJHV LQ FLUFXPVWDQFHYVY LQGLFDWH WKH FDUU\LQJ YDOXH P
UHVWULFWLRQV RQ WLWOH DQG QRQH RI WKH SURSHUW\ RU HTX

NWXVLQHVYV &RPELQDWLRQV DQG *RRGZLOO

%XVLQHVV FRPELQDWLRQV DUH DFFRXQWHG IRU XVL®JPMEMW DFT >
IRU FRPPRQ FRQWURO WUDQVREWILRYROYHN BHORZIQL]LQJ LGHQ
LQFOXGLQJ SUHYLRXVO\ XQUHFRJQL]HG LQWDQJLEOH DVVHWYV
OLDELOLWLHV DQG H[FOXGLQJ IXWXUH UHVWUXFWXULQJ FRVWYV
YDOXH $Q\ H[FHVV Rl WKH FRVW Rl DFTXLVLWLRQ RYHU WKH IDL
DFTXLUHG LV UHFRJQL]JHG DV JRRGZLOO ,I WKH FRVW RI DFTXLV
LGHQWLILDEOH QHW DVVHWV DFTXLUHG WKH GLVFRXQW RQ DF
FRQVROLGDWHG VWDWHPHQW RI SURILW DQG ORVV DQG RWKHU
DFTXLVLWLRQ
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JROORZLQJ LQLWLDO UHFRJQLWLRQ JRRGZLOO LV PHDVXUHG DV
ORVVHV *RRGZLOO LV QRW DPRUWL]HG EXW LV UHYLHZHG IRU
HYHQWY RU FKDQJHV LQ FLUFXPVWDQFHY LQGLFDWH WKDW WKH

$Q LPSDLUPHQW ORVV LV UHFRJQL]JHG LI WKH FDUU\LQJ DPRXQW
WKH JRRGZLOO EHORQJV H[FHHGVY LWV UHFRYHUDEOH DPRXQW
DUH QRW UHYHUVHG LQ IXWXUH SHULRGV

KHQ VXEVLGLDULHY DUH VROG WKH GLIIHUHQFH EHWZHHQ WKH
FXPXODWLYH WUDQVODWLRQ GLITHUHQFHY DQG JRRGZLOO LV UHI
SURILW DQG ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH

%XVLQHVV FRPELQDWLRQV LQ ZKLFK DOO RI WKH FRPELQLQJ H¢
FRQWUROOHG E\ WKH VDPH SDUW\ RU SDUWLHV ERWK EHIRUH DC
ZKHUH WKDW FRQWURO LV QRW WUDQVLWRU\ DUH UHIHUUHG V
DFFRXQWLQJ SROLF\ IRU WKH DFTXLULQJ HQWLW\ ZRXOG EH WF
YDOXH LQ LWV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV 7KH I
ERRN YDOXH DV UHIOHFWHG LQ WKH VWDQG DORQH VWDWXWRL
HQWLW\ DIWHU DOLJQPHQW WR WKH ,)56 DFFRXQWLQJ SROLFL
GLIIHUHQFH EHWZHHQ WKH FRVW RI WKH DFTXLVLWLRQ DQG WK
QHW DVVHW YDOXH DFTXLUHG LQ FRPPRQ FRQWURGFWEOWD DFWL
ZLWKLQ HTXLW\ 7KH FRQVROLGDWHG LQFRPH VWDWHPHQW LQ
FRPELQLQJ HQWLWLHV RU EXVLQHVVHV DV Rl WKH GDWH WKH F
SODFH

$VVHWYV DQG /LDELOLWLHV KHOG IRU VDOH

(XURSHDQ %DQNxV DVVHWV DQG OLDELOLWLHV RU GLVSRVDO J
DUH FODVVLILHG DV KHOG IRU VDOH LI LW LV KLJKO\ SUREDEO}
WKURXJK VDOH UDWKHU WKDQ WKURXJK FRQWLQXLQJ XVH

6XFK DVVHWV DQG OLDELOLWLHV RU GLVSRVDO JURXSV DUH Jt
FDUU\LQJ DPRXQW DQG IDLU YDOXHV OHVV FRVWVY WR VHOO $Q\
DOORFDWHG ILUVW WR JRRGZLOO DQG WKHQ WR WKH UHPDLQLQ
H[FHSW WKDW QR ORVV LV DOORFDWHG WR SURSHUW\ DQG HTX
DVVHWV HPSOR\HH EHQHILW DVVHWV ZKLFK FRQWLQXH WR EH
(XURSHDQ %DQN V RWKHU DFFRXQWLQJ SROLFLHV ,PSDLUPHQW ¢
IRU VDOH DQG VXEVHTXHQW JDLQV DQG ORVVHV RQ UHPHDVXUHP
$VVHWV DQG OLDELOLWLHV KHOG IRU VDOH DUH SUHVHQWHG L
OLDELOLWLHV XQOHVV PDWHULDO LQ ZKLFK FDVH WKHVH DUH S|
ILQDQFLDO VWDWHPHQW

'LVFRQWLQXHG RSHUDWLRQ

$ GLVFRQWLQXHG RSHUDWLRQ LV D FRPSRQHQW RI WKH (XURSH
DQG FDVK IORZV RI ZKLFK FDQ EH FOHDUO\ GLVWLQJXLVKHG I1UI
ZKLFK LV SDUW RI D VLQJOH FR RUGLQDWHG SODQ WR GLVSRVH
JHRJUDSKLF DUHD RI RSHUDWLRQVY &ODVVLILFDWLRQ DV D GL
HDUOLHU RI GLVSRVDO RU ZKHQ WKH RSHUDWLRQ PHHWYV WKH FU
KHQ DQ RSHUDWLRQ LV FODVVLILHG DV D GLVFRQWLQXHG RSH!
SURILW RU ORVV DQG 2&, LV UH SUHVHQWHG DV LI WKH RSHUDWL
RI WKH FRPSDUDWLYH \HDU ZKHQ GHHPHG PDWHULDO

,QWDQJLEOH $VVHWV RWKHU WKDQ *RRGZLOO
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(XURSHDQ %DQNxV LQWDQJLEOH DVVHWV RWKHU WKDQ JRRGZ
VRIWZDUH DQG FOLHQW FRQWUDFWVY $Q LQWDQJLEOH DVVHW L\
PHDVXUHG UHOLDEO\ DQG LW LV SUREDEOH WKDW WKH H[SHFW
DWWULEXWDEOH WR LW ZLOO IORZ WR (XURSHDQ %DQN

, QWDQJLEOH DVVHWV DFTXLUHG VHSDUDWHO\ DUH PHDVXUHG RQ
LQWDQJLEOH DVVHWVY DFTXLUHG LQ D EXVLQHVV FRPELQDWLRQ
DFTXLVLWLRQ )ROORZLQJ LQLWLDO UHFRJQLWLRQ LQWDQJLEC
DFFXPXODWHG DPRUWL]DWLRQ DQG DQ\ DFFXPXODWHG LPSDLUPF

7KH XVHIXO OLYHV RI LQWDQJLEOH DVVHWY DUH DVVHVVHG WR
DVVHWV ZLWK ILQLWH OLYHVY DUH DPRUWL]HG RYHU WKHLU HVWL
DQRG WKH DPRUWL]DWLRQ PHWKRG IRU DQ LQWDQJLEOH DVVHW .
OHDVW DW HDFK UHSRUWLQJ GDWH &KDQJHV LQ WKH HVWLPDWt
FRQVXPSWLRQ RI IXWXUH HFRQRPLF EHQHILWY HPERGLHG LQ WK
WKH DPRUWL]DWLRQ SHULRG RU PHWKRG DV DSSURSULDWH DQ(
HVWLPDWHY 7KH DPRUWL]DWLRQ RI LQWDQJLEOH DVVHWYV LV I
O$PRUWL]DWLRQ RI LQWDQJLEOH DVVHWV RWKHU WKDQ JRRGZL(
RWKHU FRPSUHKHQVLYH LQFRPH

$PRUWL]DWLRQ LV FDOFXODWHG XVLQJ WKH VWUDLJKWOOLQH PF
DVVHWYVY WR WKHLU UHVLGXDO YDOXHVY RYHU WKHLU HVWLPDWHG

&RPSXWHU VRIWZDUH WR \HDUYV

&OLHQW FRQWUDFWYV FXVWRRBUVOUIMWAFWLYH IURP
FROWUDFWY DFTXLUHG

(XURSHDQ %DQN KDV QR LQWDQJLEOH DVVHWYVY RWKHU WKDQ JRR

*DLQV RU ORVVHV DULVLQJ IURP GHUHFRJQLWLRQ RI DQ LQWD
GLIIHUHQFH EHWZHHQ WKH QHW GLVSRVDO SURFHHGV DQG WKH
UHFRJQL]J]HG LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW DQ
ZKHQ WKH DVVHW LV GHUHFRJQL]JHG

,PSDLUPHQW RI 1RQ )LQDQFLDO $VVHWV

(XURSHDQ %DQN DVVHVVHVY DW HDFK UHSRUWLQJ GDWH ZKHWKH1
PD\ EH LPSDLUHG ,I DQ\ LQGLFDWLRQ H[LVWV RU ZKHQ DQQXDC
UHTXLUHG (XURSHDQ %DQN HVWLPDWHV WKH DVVHWxV UHFRYH!I
DPRXQW LV WKH KLJKHU RI DQ DVVHWxV IDLU YDOXH OHVV FRVW
FDUU\LQJ DPRXQW RI DQ DVVHW H[FHHGV LWV UHFRYHUDEOH

LPSDLUHG DQG LV ZULWWHQ GRZQ WR LWV UHFRYHUDEOH DPRXQ

JRU WKH SXUSRVH RI LPSDLUPHQW WHVWLQJ JRRGZLOO DFTXLU
WKH DFTXLVLWLRQ GDWH DOORFDWHG WR FDVK JHQHUDWLQJ X
H[SHFWHG WR EHQHILW IURP WKH V\QHUJLHV RI WKH FRPELQD\
DVVHWY RU OLDELOLWLHV RI WKH DFTXLUHH DUH DVVLIQHG W
JRRGZLOO LV DOORFDWHG UHSUHVHQWY WKH ORZHVW OHYHO DW
PDQDJHPHQW SXUSRVHV (XURSHDQ %DQN KDV GHWHUPLQHG WK
(XURSHDQ %DQN LWVHOI 7KLV GHFLVLRQ LV EDVHG P@QGKH LQ
EXVLQHYNVWKLQ (XURSHDQ %DQN IURP D FOLHQW DQG RSHUDWL
PDQDIJHPHQW GHFLVLRQV DUH WDNHQ DW WKH OHYHO RI WKH %
LPSOHPHQWHG LQ WKH YDULRXV HQWLWLHYV
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(XURSHDQ %DQN LGHQWLILHG YDOXH LQ XVH DV EHLQJ WKH UHFF
8QLW &*8 ,Q DVVHVVLQJ YDOXH LQ XVH RI D &*8 WKH HVWL
GLVFRXQWHG WR WKHLU SUHVHQW YDOXH XVLQJ D SUHOWD[ GL)\
DVVHVVPHQWY RI WKH WLPH YDOXH RI PRQH\ DQG WKH ULVNV
UHFRYHUDEOH DPRXQW RI WKH &*8 LV OHVV WKDQ LWV FDUU\L
UHFRJQLVHG ,PSDLUPHQW ORVVHVY UHODWLQJ WR JRRGZLOO FDC

JRU SUHYLRXVO\ LPSDLUHG DVVHWYV H[FOXGLQJ JRRGZLOO DQ D
GDWH DV WR ZKHWKHU WKHUH LV DQ\ LQGLFDWLRQ WKDW SUHYL
QR ORQJHU H[LVW RU PD\ KDYH GHFUHDVHG ,I VXFK LQGLFDWLEF
WKH DVVHWxV UHFRYHUDEOH DPRXQW $ SUHYLRXVO\ UHFRJQL]H
WKHUH KDV EHHQ D FKDQJH LQ WKH DVVXPSWLRQV XVHG WR G
DPRXQW VLQFH WKH ODVW LPSDLUPHQW ORVV ZDV UHFRJQL]JHG
FDUU\LQJ DPRXQW RI WKH DVVHW GRHV QRW H[FHHG LWV UHFF
FDUU\LQJ DPRXQW WKDW ZRXOG KDYH EHHQ GHWHUPLQHG QHW
ORVV EHHQ UHFRJQL]HG IRU WKH DVVHW LQ SULRU \HDUV 6X
FRQVROLGDWHG VWDWHPHQW RI SURILW DQG ORVV DQG RWKHU
ZKLFK LW DULVHYV

3HQVLRQ %HQHILWYV
'"HILQHG %HQHILW 30DQ

(XURSHDQ %DQN RSHUDWHG PXOWLSOH GHILQHG EHQHILW SODC
SODQ LV D SHQVLRQ SODQ WKDW GHILQHY DQ DPRXQW RI SHQVLF
WR UHFHLYH RQ UHWLUHPHQW GHSHQGHQW RQ RQH RU PRUH II
DQG VDODU\ $ YDOXDWLRQ E\ D TXDOLILHG LQGHSHQGHQW DFW>
RI WKH SODQV

7KH FRVW RI SURYLGLQJ EHQHILWY XQGHU WKH GHILQHG EHQHI
HDFK SODQ XVLQJ WKH 3URMHFWHG 8QLW &UHGLW OHWKRG 7KH
YDOXDWLRQV DUH EDVHG RQ UDWHV RI KLJK TXDOLW\ JHQHU
FRUSRUDWH ERQGV LVVXHG LQ WKH VDPH FRXQWU\ DV WKH RE
DSSUR[LPDWLQJ WKH WHUPV RI (XURSHDQ %DQN V REOLJDWLRQV

SHPHDVXUHPHQWY FRPSULVLQJ RI DFWXDULDO JDLQV DQG ORV)
RQ REOLJDWLRQV DQG UHWXUQ RQ SODQ DVVHWV H[FOXGLQJ
LPPHGLDWHO\ LQ RWKHU FRPSUHKHQVLYH LQFRPH LQ WKH

5HPHDVXUHPHQWY DUH QRW UHFODVVLILHG WR SURILW RU ORVV

(XURSHDQ %DQN GHWHUPLQHVY WKH QHW LQWHUHVW IRU WKH SH!
WR PHDVXUH WKH GHILQHG EHQHILW REOLJDWLRQ DW WKH EHJL
GHILQHG EHQHILW REOLJDWLRQ DVVHW

3bDvW VHUYLFH FRVW LV UHFRJQL]JHG LPPHGLDWHO\ 7KH SDVW V
EHQHILW H[SHQVH WKDW LV SDUW RI O3HUVRQQHO H[SHQVHVXx L
RWKHU FRPSUHKHQVLYH LQFRPH

7KH GHILQHG EHQHILW DVVHW RU OLDELOLW\ FRPSULVHV WKH
REOLIJDWLRQ OHVV WKH IDLU YDOXH RI SODQ DVVHWYV RXW RI Z
GLUHFWO\ 7KH YDOXH RI DQ\ QHW DVVHW LV UHVWULFWHG WR W
DYDLODEOH LQ WKH IRUP RI UHIXQGY IURP WKH SODQ RU UHGXF
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SODQ $Q HFRQRPLF EHQHILW LV DYDLODEOH WR (XURSHDQ %DQN
SODQ RU RQ VHWWOHPHQW RI WKH SODQ OLDELOLWLHYV

'HILQHG & RQWULEXWLRQ 30DQ

(XURSHDQ %DQN DOVR RSHUDWHYV PXOWLSOH GHILQHG FRQWULE
WR WKRVH SODQV DUH UHFRJQL]HG DV DQ H[SHQVH XQGHU O3HU\
8QSDLG FRQWULEXWLRQVY DUH UHFRUGHG DV D OLDELOLW\

SURYLVLRQV

B3URYLVLRQV DUH UHFRJQL]JHG ZKHQ (XURSHDQ %DQN KDV D
FRQVWUXFWLYH DV D UHVXOW RI D SDVW HYHQW DQG LW LV
HPERG\LQJ HFRQRPLF EHQHILWY ZLOO EH UHTXLUHG WR VHWWOF
FDQ EH PDGH RI WKH DPRXQW RI WKH REOLJDWLRQ 7KH H[SHC
SUHVHQWHG LQ WKH FRQVROLGDWHG VWDWHPHQW RI SURILW DG
QHW RI DQ\ UHLPEXUVHPHQW

SHVWUXFWXULQJ SURYLVLRQV

5HVWUXFWXULQJ SURYLVLRQV DUH UHFRJQL]JHG RQO\ ZKHQ (XU
REOLIJDWLRQ ZKLFK LY ZKHQ D GHWDLOHG IRUPDO SODQ LGHQWL
FRQFHUQHG WKH ORFDWLRQ DQG QXPEHU RI HPSOR\HHV DIIHFW
FRVWY DQG DQ DSSURSULDWH WLPHOLQH DQG WKH HPSOR\HH
SODQxV PDLQ IHDWXUHYV

6KDUH %DVHG 3D\PHQWYV

(PSOR\HHV LQFOXGLQJ VHQLRU H[HFXWLYHV RI (XURSHDQ %DQN
Rl VKDUH EDVHG SD\PHQWVY ZKHUHE\ HPSOR\HHV UHQGHU VHUY
LQVWUXPHQWY OHTXLW\ VHWWOHG WUDQVDFWLRQVxXx (TXLW\ LC
RYHU VKDUHV RI 7KH %DQN RI 1HZ <RUN OHOORQ &RUSRUDWLRQ
EDVHG SD\PHQW DUUDQJHPHQWYV

(XURSHDQ %DQN XVHV D ODWWLFH EDVHG ELQRPLDO PHWKRG WR
WKH GDWH RI WKH JUDQW G6WRFN XQLWY DUH YDOXHG EDVHG RC
DW JUDQW GDWH

7KH FRVW RI HTXLW\ VHWWOHG WUDQVDFWLRQV LV UHFRJQL]HG
LQ HTXLW\ RYHU WKH SHULRG LQ ZKLFK WKH SHUIRUPDQFH DQ
HQGLQJ RQ WKH GDWH RQ ZKLFK WKH UHOHYDQW HPSOR\HHV EH
YHVWLQJ GDWHx 7TKH FXPXODWLYH H[SHQVH UHFRJQL]JHG IRU I
UHSRUWLQJ GDWH XQWLO WKH YHVWLQJ GDWH UHIOHFWYVY WKH
H[SLUHG DQG (XURSHDQ %DQNxV EHVW HVWLPDWH RI WKH QXPI
XOWLPDWHO\ YHVW 7KH H[SHQVH RU FUHGLW IRU D SHULRG LV L
UHSUHVHQWYV WKH PRYHPHQW LQ FXPXODWLYH H[SHQVH UHFRJQ
WKDW SHULRG

KHQ WKH WHUPV RI DQ HTXLW\ VHWWOHG DZDUG DUH PRGLILHG
O3HUVRQQHO H[SHQVHVxXx LV WKH H[SHQVH DV LI WKH WHUPV KD
H[SHQVH LV UHFRJQL]JHG IRU DQ\ PRGLILFDWLRQ ZKLFK LQFUHDV
EDVHG SD\PHQW DUUDQJHPHQW RU LV RWKHUZLVH EHQHILFLDO
GDWH Rl PRGLILFDWLRQ 7KH HQWLW\ VKDOO UHFRJQL]H WKH 1



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

PRGLILFDWLRQ LQFUHDVHYV WKH IDLU YDOXH RI WKH LQVWUXPHQ
HTXLW\ LQVWUXPHQWY JUDQWHG LI WKH PRGLILFDWLRQ LQFUHD

'KHQ DQ HTXLW\ VHWRDQHG D& GLW LV WUHDWHG DV LI LW KD
FDQFHOODWLRQ DQG DQ\ H[SHQVH QRW \HW UHFRJQL]HG IRU W
7KLV LQFOXGHV DQ\ DZDUG ZKHUH QRQ YHVWLQJ FRQGLWLRQV Zl
WKH FRXQWHUSDUW\ DUH QRW PHW +RZHYHU LI D QHZ DZDUG L\
DQG GHVLJQDWHG DV D UHSODFHPHQW DZDUG RQ WKH GDWH WKI
DZDUGVWUHDWHG DV LI WKH\ ZHUH D PRGLILFDWLRQ RI WKH RUI
SUHYLRXV SDUDJUDSK

&RPSHQVDWLRQ H[SHQVH UHODWLQJ WR VKDUH EDVHG SD\PHQW)
WKH LQFRPH VWWHPRFHDODMUPHNIBG EDVLY RYHU WKH DSSOLFDEOH
&HUWDLQ VWRFN FRPSHQVDWLRQ JUDQWYV YHVW ZKHQ WKH HPS
IHDWXUH DUH H[SHQVHG E\ WKH ILUVW GDWH WKH HPSOR\HH
IRUIHLWXUHYV ZKHQ UHFRUGLQJ FRPSHQVDWLRQ FRVW UHODWHG

$00 RWKHU ORQJ WHUP DQG SRVW HPSOR\PHQW EHQHILWV DU
H[SHQVHVU FDSWLRQ

7D[HV
&XUUHQW 7D]

&XUUHQW WD[ DVVHWY DQG OLDELOLWLHV IRU WKH FXUUHQW DQ
H[SHFWHG WR EH UHFRYHUHG IURP RU SDLG WR WKH WD[DWLRQ
XVHG WR FRPSXWH WKH DPRXQW DUH WKRVH WKDW DUH HQDFV
UHSRUWLQJ GDWH LQ WKH FRXQWULHYVY ZKHUH OHJDO HQWLWLHYV

&XUUHQW WD[ DVVHWY DQG FXUUHQW WD[ OLDELOLWLHV DUH RII
WKHUH LV DQ LQWHQWLRQ WR VHWWOH RQ D QHW EDVLYV

'"HIHUUHG 7D]

'"HIHUUHG WD[ LV UHFRJQL]J]HG RQ WHPSRUDU\ GLIIHUHQFHV EHW
OLDELOLWLHY DQG WKHLU FDUU\LQJ DPRXQWYV IRU ILQDQFLDO UH

'"HIHUUHG WD[ OLDELOLWLHY DUH UHFRJQL]JHG IRU DOO WD[DEOH

a:KHQ WKH GHIHUUHG WD[ OLDELOLW\ DULVHV IURP WKH LQLWL
RU OLDELOLW\ LQ D WUDQVDFWLRQ WKDW LV QRW D EXVLQH
WUDQVDFWLRQ DIIHFWV QHLWKHU WKH DFFRXQWLQJ SURILW C
a,Q UHVSHFW RI WD[DEOH WHPSRUDU\ GLIITIHUHQFHY DVVRFLDW!
ZKHQ WKH WLPLQJ RI WKH UHYHUVDO RI WKH WHPSRUDU\ GLII
SUREDEOH WKDW WKH WHPSRUDU\ GLITHUHQFHYVY ZLOO QRW UH"

'"HIHUUHG WD[ DVVHWY DUH UHFRJQL]JHG IRU DOO GHGXFWLEOH V
XQXVHG WD[ FUHGLWY DQG XQXVHG WD[ ORVVHV WR WKH H[WHC
ZLOO EH DYDLODEOH DJDLQVW ZKLFK WKH GHGXFWLEOH WHPSRU
XQXVHG WD[ FUHGLWY DQG XQXVHG WD[ ORVVHV FDQ EH XWLOL]F
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'"HIHUUHG WD[ DVVHWY DQG OLDELOLWLHY DUH PHDVXUHG DW WK
WKH \HDU ZKHQ WKH DVVHW LV UHDOL]J]HG RU WKH OLDELOLW\ LV
WKDW KDYH EHHQ HQDFWHG RU VXEVWDQWLYHO\ HQDFWHG DW W

7KH FDUU\LQJ DPRXQW RI GHIHUUHG WD[ DVVHWV LV UHYLHZHG
WR WKH HIWHQW WKDW LW LV QR ORQJHU SUREDEOH WKDW VXIIL
DOO RU SDUW Rl WKH GHIHUUHG WD[ DVVHW WR EH XWLOL]JHG 8
DVVHVVHG DW HDFK UHSRUWLQJ GDWH DQG DUH UHFRJQL]JHG
SUREDEOH WKDW IXWXUH WD[DEOH SURILWY ZLOO DOORZ WKH GF

&XUUHQW WD[ DQG GHIHUUHG WD[ UHODWLQJ WR LWHPV UHFRJC
UHFRJQL]J]HG RXWVLGH SURILW RU ORVV 'HIHUUHG WD[ LWHPV
XQGHUO\LQJ WUDQVDFWLRQ HLWKHU LQ RWKHU FRPSUHKHQVLYH

'"HIHUUHG WD[ DVVHWYVY DQG GHIHUUHG WD[ OLDELOLWLHY DUH RII
VHW RIl FXUUHQW WD[ DVVHWYV DJDLQVW FXUUHQW WD[ OLDELO
VDPH WD[DEOH HQWLW\ DQG WKH VDPH WD[DWLRQ DXWKRULW\

6DOHV 7D]
([SHQVHV DQG DVVHWYV DUH UHFRJQL]JHG QHW Rl WKH DPRXQW RI

a :KHQ WKH VDOHV WD[ LQFXUUHG RQ D SXUFKDVH RI DVVHW\
IURP WKH WD[DWLRQ DXWKRULW\ LQ ZKLFK FDVH WKH VDO
FRVW RI DFTXLVLWLRQ RI WKH DVVHW RU H[SHQVHG DV DSS!

a :KHQ UHFHLYDEOHY DQG SD\DEOHVY DUH VWDWHG ZLWK WKH |

7TKH QHW DPRXQW RI VDOHV WD[ UHFRYHUDEOH IURP RU SD\D
LQFOXGHG DV SDUW RI UHFHLYDEOHYV RU SD\DEOHV LQ WKH VWDV

'LYLGHQGYV RQ 2UGLQDU\ 6KDUHV

'LYLGHQGV RQ RUGLQDU\ VKDUHVY DUH UHFRJQL]JHG DV D OLDELC
WKH\ DUH DSSURYHG E\ (XURSHDQ %DQNxV VKDUHKROGHUV 'L
DSSURYHG DIWHU WKH UHSRUWLQJ GDWH DUH GLVFORVHG DV D V

(TXLW\ 5HVHUYHV
7KH UHVHUYHVY UHFRUGHG LQ HTXLW\ RI (XURSHDQ %DQN LQFOXG

A5HWDLQHG HDUQLQJV FRPSULVLQJ WKH DFFXPXODWHG SURILW
a02WKHUx UHVHUYH ZKLFK FRPSULVHV L WKH LPSDFW RI WKH
LQ IDLU YDD&HGRIEW LQVIWWUXPHQW@HW JDLQ ORVV RQ DFWXD
ORVVHV IURP WKH GHILQHG EHQHILW SHQVLRQ SODQV LQFOXC

6HIJPHQW 5HSRUWLQJ

BHIJPHQW GLVFORVXUHV DUH UHTXLUHG IRU HQWLWLHV ZKRVH Gt}
D SXEOLF PDUNHW RU WKDW ILOH RU DUH LQ WKH SURFHVV RI
VHFXULWLHV FRPPLVVLRQ RU RWKHU UHJXODWRU\ RUJDQL]DWLR
LQVWUXPHQWY LQ D SXEOLF PDUNHW 7KLV LV QRW WKH FDVH IR\
%DQN GRHV QRW UHSRUW DQ RSHUDWLQJ VHIPHQW UHSRUWLQJ E
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I1HW _ QWHUHVW QFRPH

,QWHUHVW LQFRPH

LQ LQ

,QYHVWPHQW VHFXULWLHYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV
,QWHUHVW LQFRPH RQ OLDELOLWLHYV
7TRWDO

,(QWHUHVW H[SHQVH

"HSRVLWYV IURP FUHGLW LQVWLWXWLRQV
'"HSRVLWV IURP RWKHU ILQDQFLDO LQVWLWXWLRQV

'"HSRVLWV IURP QRQ ILQDQFLDO LQVWLWXWLRQV

6XERUGLQDWHG ORDQV

/IRQJ WHUP GHEW o) o)
,QWHUHVW H[SHQVH RQ DVVHWYV

,QWHUHVW H[SHQVH RQ OHDVHV QRWH

7TRWDO

1HW LQWHUHVW LQFRPH

7KH QHWVMQWHRBRPH KDV LQFUPD&OBIGR@\FRPSDUHG WR ODVW \
IDYRXUDEOH PXOWLSOH UPWHQIOQHRB8HD¥HWOE *%3 DQG YROXPH L
LQ SULPDULO\ LQ IL[HG LQFRPH SURGXFWV VXFK DV LQYH
UHSXUFKDVH DJUHHPHQWY LQFOXGHG LQ WKH FDSWLRQ ORDQV
UDWHV HYHQWXDOO\ GHFOLQHG WRZDUGV WKH ODVW SDUW RI

ORZHU GHFUHDVH GXH WR ODUJH SRUWLRQ LQYHVWHG WR IL[HG

$W WKH EHJLQQUQURBIHDQ %DQN DSSOLHG D QHJDWLYH LQWHUH\
OLPLWHG EDVLV IRU FXUUHQFLHV WKDW UHPDLQHG QHJDWLYH
GHSRVLQWHUHVW LQFRPH RQ OLDELOLWLHY OLQH VKRZV WKH QH
DQG WKH LQWHUHVW H[SHQVH RQ DVVHWYV OLQH SUHVHQWYV QH.
VHFXULWLHYV DQG WKLUG SDUW\ QRVWUR DQG SODFHPHQWV
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1HW )HH DQG &RPPLVVLRQ ,QFRPH

!Q !Q
JHH DQG FRPPLVVLRQ LQFRPH FRQWUDFW UHYHQXH

,19(670(17 6(59,&(6
$VVHW 6HUYLFLQJ
&OHDUDQFH DQG &ROODWHUDO ODQDJHPHQW
,VVXHU 6HUYLFHV
Rl ZKLFK $'5
Rl ZKLFK &RUSRUDWH 7UXVW
27+(5 &2175%$&7 5(9(18(
ODUNHWYV
Rl ZKLFK )RUHLJQ H[FKDQJH FRPPLVVLRQV
7UHDVXU\ 6HUYLFHV
7TRWDO IHH DQG FRPPLVVLRQ LQFRPH FRQWUDFW UHYHQXH

JHH DQG FRPPLVVLRQ H[SHQVHYV

&XVWRG\

&OHDULQJ DQG VHWWOHPHQW

6HUYLFLQJ SURFHVVLQJ DQG VXSSRUW IHHV UH FKDUJHG

2WKHU o o
7TRWDO IHH DQG FRPPLVVLRQ H[SHQVH

1HW IHH DQG FRPPLVVLRQ LQFRPH

7KH RYHUDHHOD@QHSWF RPPLVVLRQ LQFRPH LV VWDEOH EXW WKHUH [
JURVV IHH LQFRPH DQG H[SHQVH 7KH QHW GHFUHDVH RI PL
LQFRPH LV SULPDULO\ GULYHQ E\ ORZHU QHW LQWHUFRPSDQ\
'"HSRVLWDU\ 5HFHLSWV $'5 UHYHQXH 7KLV LV SDUWLDOO\ RIIVH
&ROODWHUDO ODQDIJHPHQW &RUSRUDWH 7UXVW DQG ODUNHWYV

, QWHUFRPSDQ\ &XVWRG\ IHHV KDV GHFUHDVHG SULPDULO\ G
PHWKRGRORJ\ LPSOHPHQWHG LQ 7TKLUG SDUW\ &XVWRG\ IH
LQFUHDVHG GXH WR QHZ EXVLQHVV DQG RUJDQLF $8& JURZW}
FXVWRGLDQV KDYH LQFUHDVHG LQ OLQH ZLWK WKH &XVWRG\ UHY

,Q ,VVXHU 6HUYLFHV WKH $'5 UHVXOWV ZHUH GRZQ GXH WR O
YROXPH ZKLOH &RUSRUDWH 7UXVW UHYHQXH LOQFUHDVHG GXH

JRUHLJQ H[FKDQJH FRPPLVVLRQ UHYHQXH KDV LQFUHDVHG GXH
GXULQJ WKH \HDU

6HUYLBIVURIFHVVLQJ DQG VXMHSIRHBW UHHNKDUJHG E\ RWKHU JURXS F
LV PDLQO\ UHODWHG WR RSHUDWLRQV DQG RYHUKHDG FKDUJHV |
%DQN IRU $VVHW 6HUYLFLQJ &OHDUDQFH DQG &ROODWHUDO 0DQ
VHUYLFHV 7KH GHFUHDVH LQ WKLV FDSWLRQ LV PDLQO\ GXH WR
VXSSRUW GULYHQ E\ WKH FKDQJH LQ DOORFDWLRQ PHWKRGRORJ
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1HW 7UDGLQJ ,QFRPH DQG *DLQV RQ 1RQ 4XDOL
+HGJHV DQG 2WKHU 'HULYDWLYHYV

1HW WUDGLQJ LQFRPH
YRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWYV
*DLQV /RVVHV IURP KHGJH DFFRXQWLQJ QHW
*DLQV RQ 1RQ 4XDOLI\LQJ (FRQRPLF +HGJHV
YRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWV

5HDOL]HG DQG XQUHDOL]JHG UHVXOW RIQRQUUXDELIMIADISWFRRR'
KHGJHV DUH UHFRUGHG LQ WKL LEODIEMQRR) W Q WD QULHQVEDOOLXIWL R Q
DQG WUHDVXUVKID VDQBKW GHFUHDVH LQ ); VZDS UHYHQXH LV SU
86' DQG (85 3/1 UHVXOWLQJ IURP WKH OERHG SHWOL Y REPBH

*DLQV /RVVHV IURP KHGJH DFFRXQWLQJ SHUWDLQVY UHODWHV W
PLWLIJDWH LQWHUHVW UDWH ULVN ZLWKLQ WKH EDQNLQJ ERRI
DFFRXQWLQJ LV GULYHQ E\ KLJKHU YROXPH RI DFWLYLW\ LQ

); 7TUDGLQJ GHVN DFWLYLWLHYV JHQHUDWPRIGOD LRROVNLWUDGLQJ LQF
PLOOLRQ

2WKHU 2SHUDWLQJ ,QFRPH

1Q ’Q
*DLQV  ORVVHV RQ QRQ WUDGLQJ DVVHWYV )93/ )92&, QRQ ILQDQFLDO DVVHWYV
OLVFHOODQHRXV LQFRPH

7KHORVV IURP VDOHV Rl )92&, GHEW LQVWUXPHQWY GXULQJ WKH
RI &RYHUHG DQG 66$% 6RYHUHLJQ 6XSUDQDWLRQDO DQG $JHQF\

OLVFHOODQHRXV LQFRPH LQFOXGHG PDLQO\ LPSDFWV IURP FXP
SOHDVH UHIHU WR 1RWH /IHIDO &0ODLPV
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3HUVRQQHO ([SHQVHV

':DJHV DQG VDODULHV
6RFLDO VHFXULW\ FRQWULEXWLRQV

3HQVLRQ FRVWV O 'HILQHG EHQHILW SODQ 1RWH
3HQVLRQ FRVWV O 'HILQHG FRQWULEXWLRQ SODQ 1RWH
6KDUH EDVHG SD\PHQWV 1RWH

2WKHU

7ZKHBHUVRQQHO HISBSAQNBVHG FRPSDUHG ZL\WKOSBDRRQIDWHADUL EXW H G
WR OHVV KHDGFRXQW LQ %HOJLXP /X[HPERXUJ DQG *HUPDQ\
LQFUHDVH LQ 3RODQG

2WKHU H[SHQVHV FRQVLVW SULQFLSDOO\PRIO®PH®QF D 6 LICQOWRUD Q F |
DQG FRPPXWLQJ SURJUDPV IRUOCHASRMR\IPH® RUR Q

2WKHU 2SHUDWLQJ ([SHQVHYV

3URIHVVLRQDO IHHV

.7 H[SHQVHYV

%DQN OHYLHV

2SHUDWLRQDO OHDVH H[SHQVHV QRWH
1RQ WUDGLQJ H[FKDQJH GLIIHUHQFHV
6KDUHG VHUYLFHVY VXSSRUW RYHUKHDG
7HPSRUDU\ FOHULFDO DVVLVWDQFH

1RQ UHFRYHUDEOH 9$7

OLVFHOODQHRXV LQFOXGLQJ PDUNHWLQJ

2WKHU RSHUDWL®HFH[IBHWVNEGREOOLRQ FRPSDUHG WRHSEKONRRN \}
WKH RWKHU RSHUDWLQJ H[SHQVHV FRQVLVW RI LQWHU FRPSDC
UHODWHG WR WHFKQRORJ\ DQG EXVLQHVYV SDUWQHU UHFKDUJHYV

7KH GHFUHDVH LV SULPDULO\ GULYHQ E\ WRHOOHERF VXRIQWR €D(
FRQWULEXWLRQ UHTXLUHG LQ DQG ORZHU WHPSRUDU\ FOHU
SbuUwLDOO\ RIITIVHW E\ WKH LQFUHDVH LQ 1RQ UHFRYHUDEOH 9%7

7KH PDAVRRPABRQHRQWWKHU PLVFHOODQHRXYVY H[SHQVHYVY DUH PDUNH
R PLOOLRQ PLOOLRQ OHDVH H[SHQVH DOORFDWLRQ IURP F

PLOOLRQ PLOOLRQ WUDYHO UHODWHG FRVOWNLRIOLRQ PLC(
RSHUDWLRQDO ORVVHV RI PLIPQAOIOR® Q

7KH IHHV LQFXUUHG WRZDUGV WKH VWDWXW R UDXOXHBARMR U LQF O X
PLOOLRQ PLOOLRQ DXGLW UHODWHG IHHVPRIOOLRBL ®D@QICR Q
QRQ DXIGHWRI PLOOLRPLOOLRQ



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

,QFRPH 7D]|

TKHFRPSRQHQWY RI LOQFRPIRWWKH[BHIUANH HQGHG DEBEHPEHU
DUH

,Q , Q
&XUUHQW WD]
&XUUHQW LQFRPH WD]
'"HIHUUHG WDJ[
5HODWLQJ WR RULJLQDWLRQ DQG UHYHUVDO RI WHPSRUDU\ GLIITHUHQFHYV

5SHFRQFLOLDWLRQ RI WKH 7RWDO 7D[ &KDUJH

5HFRQFLOLDWLRQ EHWZHHQ WKH WD[ H[SHQVH DQG WKH DFFRX
GRPHVWLF WD[ UDWH IRU WKH \HDUV BD@&HGLV \IRRORIRAFHPEHU

1Q ’Q
$FFRXQWLQJ SURILW EHIRUH WD[HYV

7D[ H[SHQVH XVLQJ %HOJLDQ VWDWXWRU\ UDWH RI

(I 'THFW RI GLIITHUHQW WD[ UDWHV LQ RWKHU MXULVGLFWLRQV

,QFRPH QRW VXEMHFW WR WD]

1RQ WD[ GHGXFWLEOH H[SHQVHV

(I THFW RI XWLOL]DWLRQ RI SUHYLRXVO\ XQUHFRJQL]HG WD[ ORVVHV

$GMXVWPHQW LQ UHVSHFW RI FXUUHQW LQFRPH WD[ Rl SULRU \HDU

2WKHU LQFUHDVH GHFUHDVH LQ VWDWXWRU\ WD[ FKDUJH
,QFRPH WD ][ H[SHQVH UHSRUWHG LQ WKH FRQVROLGDWHG R
FRPSUHKHQVLYH VWDWHPHQW

7KH HIITHFWLYH LQF®RPHM FMROIJWIDDXHQJ RSHUDWLRQV RI

([FOXGLQJ LQFRPH QRW VXEMHFW WR WD[ WKH LQFUHDVH RI WKt
DQ LQFUHDVH LQ HIITHFWLYH WD[ UDWHV J)UHQFK DQG 3ROLVK EUL
+LJKHU UHYHQXHV LQ /X[HPERXUJ ,WDO\ DQG 3RODQG FRQWULEX
FRPSDUHG WR

,QFRPH 7D[ (I THFWV UHODWLQJ WR &RPSUHKHQVLYH ,Ql

%HIR 7D %HIF 7D 1HW
WI H[SHC 1HW R WI H[SHC W I
DPR X EHQ DPRX DPRX EHQ DPRX
,Q ' Q , Q ' Q ,Q ' Q
1HW JDLQ ORVV RQ DFWXDULDO JDLQV DQG

ORVVHV
JLQDQFLDO LQVWUXPHQWY DW )972&,

7TRWDO




7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

&XUUHQW DQG 'HIHUUHG 7D]

7KH IROORZLQJ WDEOH VKRZV FXUUHQW WD[ DVVHWVY DQG OLDI
VWDWHPHQW RI ILQDQFLDO SRVLWLRQ

Q , Q

&XUUHQW WD[ DVVHWYV
3HQGLQJ WD[ UHIXQGYV

9$7 WD[ UHFHLYDEOHYV
2WKHU

7TRWDO

&XUUHQW WD[ OLDELOLWLHYV
5HVHUYH IRU WD[HV

9$7 WD[ SD\DEOHV

7TRWDO

7KH IROORZLQJ WDEOH VKRZV GHIHUUHG WD[ UHFRUGHG RQ WKI
SRVLWLRQ DQG FKDQJHVY UHFRUGHG LQ WKH LQFRPH WD[ H[SHQV|

"HIHUUHG
WD[ DVVHWWUHG WD]|
OLDELOLVSMHDAWHPHBWDRVHPHQW RI2WKHWIHUUHMH3HUUHG
'"HFHPEHUHFHPEHU 3URILW D@WRILW RRBESUHKH@WDYLYVVHWWVDELC
IRVV IRVV H ,QFRPH 'HF "HF
Q Q , Q Q Q Q
3HQVLRQV o
7HPSRUDU\ GLIIHUHQFH RQ
LQWDQJLEOHY DVVHWYV )
GHGXFWLEOH o)
2WKHU OLDELOLWLHV QRW
UHFRJQL]JHG IRU WD] )
SXUSRVHYV o o o
5HYDOXDWLRQ RI ILQDQFLDO
LQVWUXPHQWYV o
2WKHU WHPSRUDU\
GLIIHUHQFHV o)

$PRXQWYV RIIVHW

7TRWDO

7D[ SHIRUPREDO PLQLPXP WRS XS WD]|

7KH (XURSHDQ %DQN LV VXEMHFW WR 2(&' 3LOODU ,, UXOHV DQG
LOWURGXFHG OHJLVODWLRQ WR HQDFW WKH JOREDO PLQLPXP WHF
7TKHUHIRUH WKH 3LOODU ,, OHJLVODWLRQ ZDV HIIHFWLYH IRU WK
FRQGXFWHG DQ DVVHVVPHQW RI WKH LPSDFW RI WKHVH JOREDO
LWV OLDELOLW\ IRU WKH GRPHVWLF PLQLPXP WRS XS WD[ LQ UHC
UHVXOW DQ DFFUXDO IRU WKH GRPHVWLF PLQLPXP WRS XS WDJ |
WKH ILQDQFLDO VWDWHPHQWYV IRU WKH \HDU HQGHG '"HFHPEHU
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JLODQFLDO $VVHWYV DQG )LQDQFLDO /LDELOLWL

&ODVVLILFDWLRQ RI ILQDQFLDO DVVHWY DQG ILQDQFLDO

7KH IROORZLQJ WDEOH SURYLGHV D UHFRQFLOLDWLRQ EHWZHHQ
SRVLWLRQ DQG FDWHJRULHV RI ILQDQFLDO LQVWUXPHQWV

ODQGDWRUYQXR, GEW $PRUWLVHBWDO FDUU\LQJ
/

'HFHPEHU DW )973/ LQVWUXPHQWRVW YD O XH
, Q
&DVK DQG FDVK EDODQFHYV
ZLWK FHQWUDO EDQNV o o)
J)LQDQFLDO DVVHWYV KHOG IRU
WUDGLQJ o) o)
/RDQV DQG DGYDQFHV WR )
FXVWRPHUV o o}

,QYHVWPHQW VHFXULWLH\W
7TRWDO ILQDQFLDO DVVHWYV

J)LOQODQFLDO OLDELOLWLHV KHOG IRU
WUDGLQJ o) o
'"HSRVLWV E\ FHQWUDO EDONYV o
'"HSRVLWV E\ FUHGLW DQG RWKHU
ILQDQFLDO LQVWLWXWLRQY o)
'XH WR QRQ ILQDQFLDO
FXVWRPHUV o o
6XERUGLQDWHG OLDELOLWLHYV o
/RQJ WHUP GHEW o) o o o
7RWDO ILQDQFLDO OLDELOLWLHYV o
ODQGDWRYEXR, GEW $PRUWLVHBWDO FDUU\LQJ
'HFHPEHU DW )973/ LQVWUXPHQWRVW YDOXH
, Q
&DVK DQG FDVK EDODQFHYV
ZLWK FHQWUDO EDQNYV o o
JLODQFLDO DVVHWV KHOG IRU
WUDGLQJ o) o
/RDQV DQG DGYDQFHV WR
FXVWRPHUV o o

,QYHVWPHQW VHFXULWLHWO
7TRWDO ILQDQFLDO DVVHWYV

J)LQDQFLDO OLDELOLWLHV KHOG IRU

WUDGLQJ o)

'"HSRVLWV E\ FHQWUDO EDONYV o}

'"HSRVLWV E\ FUHGLW DQG RWKHU

ILQDQFLDO LQVWLWXWLRQY o)

'XH WR QRQ ILQDQFLDO

FXVWRPHUV o o)

6XERUGLQDWHG OLDELOLWYLHYV o)

/RQJ WHUP GHEW o o

7TRWDO ILQDQFLDO OLDELOLWLHYV o]
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&DVK DQG &DVK %DODQFHV ZLWK &HQWUDO %DC(

,Q ' Q
&DVK EDODQFHV ZLWK WKH 1DWLRQDO %DQN RI %HOJLXP
B3ODFHPHQWY ZLWK RWKHU FHQWUDO EDQNYV

7KH DERYH ILIJIXUHVY UHFRQFLOH WR WKH DPRXQW LQ FDVK VKRZQ
WKH HQG RI WKH ILQDQFLDO \HDU DV IROORZV

,Q ' Q
&DVK DQG FDVK EDODQFHYV ZLWK FHQWUDO EDQNV
ORQHWDU\ UHVHUYHV
&DVK DQG FDVK HTXLYDOHQWY DW WKH HQG RI WKH SHULRG

'HSRVIZWWK FHQWUDO EDQNV PDLQO\ UHSUHVHQW SODFHPHQWYV
GD\ WR GD\ RSHUDWLRQV Rl (XURSHDQ %DQN DQG SDUMMHMHI (XURS
GHFUHDVH BRLOOLRQ LV PDLQO\ GXH WR WKH GHFUHDVH LQ WKH
%DQN RI *HUPDQ\ E\ ELOOLRQ ZLWK 1DWLRQDO %DQN RI %
1IDWLRQDO %DQN RI WKH 1HWKHUODQGWHQWY%RQ R LSRAD F AR H QOM\F |
PDLQO\ GXH WR UHLQYHVWPHQW WR IL[HG LQFRPH SURGXFWYV
5HYHUVH 5HSXUFKDVH DJUHHPHQWY LQFOXGHG LQ WKH FDSWLR
D PRUH RSWLPDO XVDJH RI OLTXLGLW\ DQG EHWWHU SRVLWLR
LQFUHDVH WR DGDSW WR LQWHUHVW UDWH GHFUHDVH HQYLURQP

IRDQV DQG $GYDQFHV WR &XVWRPHUV

, Q e,
/RDQV DQG DGYDQFHV WR
&HQWUDO *RYHUQPHQWYV
&HQWUDO EDQNV
&UHGLW LQVWLWXWLRQV
2WKHU ILQDQFLDO LQVWLWXWLRQV
/HVV $OORZDQFH IRU LPSDLUPHQW ORVVHYV

(XURSHDQ BOIDPN)FH VKHHW LV OLTXLGLWY KWW MBQY L' Bl SIRHWLHALD O UL
VXFK DV LQYHVWPHQW VHFXULWLHV UHYHUVH UHSXUFKDVH DJU}
QRVWUR DQG SODFHPHQWY PDLQO\ LQ FHQWUDO EDQNV DQG LQ\

$V RI '"HFHPEHU ORDQV DQG DGYDQFHV WR FXVWRPHUV FRQVLV\
DJUHHPHQWY DPRXQWLQJ WR ELOOLRQ ELOOLRQ DQ
SODFHPHQWV ZLWK %1< JURXS DQG WKLUG SDUW\ 7KH LQFUHDVI
IXQGLQJ IURP FOLHQW GHSRVLWYV GXULQJ WKH \HDU

$ ORVV DOORZDQFH DULVLQRLOURIRQE&LWRIUHSRUWHG IRU ORDQV LC
FXVWRPHUV DW '"HFHPEHU PLOOLRQ 7TKH VPDOO DOORZDQF
OLPLWHG FUHGLW ULVN DVVRFLDWHG ZLWK WKHVH DVVHWYV (XU
FRXQWHUSDUWY DQG RQ D YHU\ VKRUW WHUP EDVLV DV GHVFU
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UHVXOW WKHUH LV OLPLWHG ULVN WKDW D ORDQ RU DGYDQFH
LPSDLUPHQW 1R QRQ SHUIRUPLQJ ORDQWBERBEBGYD@EHYV H[LVW
UHVSHEWLYHO\

,QYHVWPHQW 6HFXULWLHYV

)92&, LQYHVWPHQW VHFXULWLHV LVVXHG E\

&HQWUDO JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

1RQ FUHGLW LQVWLWXWLRQV

, QYHVWPHQW VHFXULWLHY DW DPRUWL]HG FRVW LVVXHG E\
&HQWUDO JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

1RQ FUHGLW LQVWLWXWLRQV

(XURSHPMQANMYHVWY LQ KLIJKO\ OLTXLG GHEW VHFXULWLHV WR LF
KDYH DQ DGHTXDWH OLT2XHUDVUHWKHBEXFRIRSRVLWLRQ RI WKH LC
LQFUHDVHG E\ ELOOLRQ FRPSDUHG WR ODVW \HDU

7KH LQFUHDVH RI WKH LQYHVWPHQW VHFXULWLHY LV D UHIOHF\
SRVLWLRQ EDODQFH VKHHW VWUXFWXUDO LQFUHDVH LQ RUGH
HQYLURQPHQW 3OHDVH UHIHU WR 1RWH IRU GLVFXVVLRQ F
PDQDJLQJ OLTXLGLW\

$VVHW (QFXPEUDQFH

(XURSHDQ %DQN KDV VLIQHG D FROODWHUDO DJUHHPHQW ZLWK
OLQH IRU % (XURSHDQ %DQN LQYHVWY LQ YDULRXV ERQGV

EHHQ IXUWKHU SOHGJHG DV FROODWHUDO WR (XURFOHDU DQG &
IDFLOLWLHY OXUEQJ7KH HQFXPEHUHG ERQGY DOVR LQFOXGH Wi
UHSR GHDOV DPRXQWHG WR ELOOLRQ DQG SURYLGHG DV D
DPRXQWHG WR ELOOLRQ (XURSHDQ %DQN LV SURYLGLQJ LQL
WKH IRUP RI VHFXULWLHV LQ WKH IUDPHZRUN RI WKH QRQ FF
(XURSHDQ %DQN LV SURYLGLQJ WKLY FROODWHUDO VLQFH 6HSW'

7R PLWLIJDWH FUHGLW ULVN LQ IRUHLJQ H[FKDQJH EXVLQHVV (Xl
FROODWHUDOL]J]HG QHWWLQJ DJUHHPHQWY VLQFH +HQFH (XU
FDVK FROODWHUDO SUHVHQWHG LQ HQFXPEHUHG RWKHU DVVHWY
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$V RI ' HFHPEHU WKH FDUU\LQJ DQG IDLU YDOXH RI HQFXPEHUHG
ZHUH DV IROORZYV

&DUU\ )DLU Y &DUU\ &DUU\ )DLU Y &DUU\
DPRXQ R DPRXQ DPRXQ R DPRXQ
HQFXP HQFXPI XQHQFXF HQFXP HQFXP| XQHQFXF
HG DV HG DV! HG DVY HG DV' HG DW! HG DV
$VVHWYV , Q , Q , Q , Q , Q , Q
"HEW VHFXULWLHYV
2WKHU DVVHWV ¢ ¢

2WKHU DVVHWYV HQFXPEHUHG UHIHU WR PRQHWDU\ UHVHUYHV P
%HOJLXP %DQTXH &HQWUDOH GX /X[HPERXUJ &HQWUDO %DQN F
DVVHWY DV WKHVH FDQQRW EH IUHHO\ ZRWK®& U DI?\QV B WW KK EQXQGIH
H[FKDQJH FDVK FROOTLWBURBRQ RIPLOOLRQ

7KH UHSRUWDEOH HQFXPEHUHG FROODWHUDO UHFHLYHG RU DY
EHORZ

ODWFKLQJ$VVHWY ODWFKLQJ$VVHWV
OLDELOLWHRH(YODWHODDELOLWHLRH&¥ODWHUDO
FROQWLQIJHDMHLYHGHRIGNLQIJHRYMHLYHG DQG
OLDELOLWRHY RHEWLDELOLWRHE®Y KBWHEW
(QFXPEHUHG DVVHWYV FROODW HUDFX WIHF BRYRX® DWIGHVF X U LW LVHF XU LWL H YV
DVVRFLDWHG OLDELOLWLHYV OHQW LVVXHG OHQW LVVXHG
,Q ,Q ,Q ,Q
&DUU\LQJ DPRXQW RI ILQDQFLDO OLDELOLWLHYV
"HULYDWLYHV
5HSXUFKDVH DJUHHPHQWYV
&ROODWHUDOL]HG GHSRVLWYV
2WKHU VRXUFHV RI HQFXPEUDQFH o o)

7TRWDO VRXUFHV RI HQFXPEUDQFH

(XURSHDQ %DQN KDV QR RZQ GHEW VHFXULWLHV LVVXHG 2WKH!I
WKH PRQHWDU\ UHVHUYHV DW FHQWUDO EDQNV IRUHLJQ H[FKDQ
WR (XURFOHDU UHIHUUHG DERYH

'HULYDWLYH )LQDQFLDO ,QVWUXPHQWYV

7KH WDEOH EHORZ VKRZV WKH IDLU YDOXHV RI GHULYDWLYH LQ
DPRXQWY 7KH QRWLRQDO DPRXQW LV WKH DPRXQW RI D GHULY
UDWH RU LQGH[ DQG LV WKH EDVLV XSRQ ZKLFK FKDQJHV LQ WK
7KH QRWLRQDO DPRXQWY DUH LQGLFDWLYH RI QHLWKHU WKH PDI
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IRWLI IRWLI

$VVHWYLDELOLW IDHP\R X $VVHWYLDELOLW IDHP\R X
"HULYDWLYHV KHOG
IRU WUDGLQJ
7Q
2SWLRQV
,QWHUHVW UDWH
YRUZDUG IRUHLJQ
H[FKDQJH FRQWUDFWYV

6] 6]

2WKHU

'"HULYDWLYHY RIWHQ LQYROYH DW WKHLU LQFHSWLRQ D PXWXEL
wWuDQVIHU RI FRQVLGHUDWLRQ +RZHYHU WKHVH LQVWUXPHQW:'
OHYHUDJH DQG DUH YRODWLOH $ UHODWLYHO\ VPDOO PRYHPHQ\
XQGHUO\LQJ D GHULYDWLYH FRQWUDFW PD\ KDYH D VLJQLILFDQW

2YHU WKH FRXQWHU GHULYDWLYHV PD\ H[SRVH (XURSHDQ %DQN
DEVHQFH RI DQ H[FKDQJH PDUNHW RQ ZKLFK WR FORVH RXW DQ F

(XURSHDQ %DQNxV H[SRVXUH XQGHU GHULYDWLYH FRQWUDFWYV
RYHUDOO PDQDJHPHQW RI (XURSHDQ %DQNxV PDUNHW ULVN &XL
GHULYDWLYHV (XURSHDQ %DQN KDV IRUZDUG IRUHLJQ H[FKDQJH
DFWLYLW\ DQG E FXVWRPHU WUDQVDFWLRQV (XURSHDQ %DQN

WUDGLQJ ERRN DFWLYLW\ LQ YDQLOOD ); SURGXFWV ZKLFK DUH
DQG ); 2SWLRQV 7KH ); 2SWLRQV DUH DOO EDFN WR EDFN ZL'
ZDUHKRXVHG LQ WKH (XURSHDQ %DQN 3OHDVH UHIHU WR 1RWH

DQG ORVV LPSDFW

(XURSHDQ EDQN DOVR KDV LQWHUHQWHWUBWW WDMSH/ WLR/ NK HR®J MV K
SRUWIROLR

$V DW '"HFHPEHU PLOOLRQ SDU YDOXH RI )92&, VHFXULWLHV
LQWHUHVW UDWH VZDSV ZLWK QRWLRQDO YDOXH RI PLOOLRC
RU FRYHUHG ERQGY DQG KDYH DQ DYHUDJH UHVLGXDO PDWXULW
GDWH

7KH IROORZLQJ WDEOH SUHVHQWV WKH SUH WD[ JDLQV ORVVH
DFWLYLWLHV UHFRJQL]JHG LQ WKH 6WDWHPHQW RI SURILW DQG O

,QFRPH 6WDWHPHQW LPSDFW RI IDLU YDOXH KHGJHV

Q Q
,QWHUHVW UDWH VZDSV
+HGJHG $VVHWYV

*DLQ ORVV UHFRJQLVHG LQ SURILW ORVYV

7KH IROORZLQJ WDEOH UHSUHVHQWYVY WKH KHGJH DFFRXQWLQJ E
LQFOXGHG LQ WKH FDUU\LQJ DPRXQW RI WKH KHGJHG LWHP
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+HGJH $FFRXQWLQJ EDVLV
DGMXVWPHQW LQFUHDVH
+HGJH DFFRXQWLQJ DGMXVWP GHFUHDVH LQFOXGHG LQ
GJ QWLQJ DEMENYENRY bPrRXx QW RIFOMBIHGI DPRXQW RI WKH
DVVHW KHGJHG LWHP
Q Q .Q Q

$VVHWY KHOG DW )92&,

,PSDFW RI GHULYDWLYH LQV k;\/ Plé;% §/
GHVLIJQDWHG DV KHGJLQJ LQ %lX \% \yDOXHHULYDWLYHV IDLU YDOXF

.Q Q Q Q
, QWHUHVW UDWH VZDS $VVHWYV
, QWHUHVW UDWH VZDS /LDELOLWLHV
$W '"HFHPEHU(XURSHDQ %DQN KDG JXDUDQWHH FRPPLWPHQWYV
WR IXQG DFFRXQWLQJ DQG RWKHU IXQG DGPLQLVWUDWLRQ VHUY
DFFRXQWV WR 3RVWEDQNxV UHWDLO FOLHQWY 7KHVH JXDUDQMW

FDSWLRQ DQG DPRX(PWBGOGLWR DW '"HFHPEHU PLOOLRQ 7KH
QRWLRQDO DPRXQW RI WKLVPGOBOLKRQWLYHRLOOULRQ

$GGLWLRQDO GLVFORVXUHYVY FRQFHUQLQJ WKH IDLU YDOXH RI GH

2WKHU $VVHWYV

(TXLW\ VHFXULWLHV

3UHSDLG FKDUJHV

$FFUXHG LQFRPH RWKHU WKDQ LQWHUHVW LQFRPH IURP ILQDQFLDO DVVHWV
$FFRXQWYV UHFHLYDEOH LQFOXGLQJ

JURP DIILOLDWH FRPSDQLHV

6XVSHQVH DFFRXQWYV

OLVFHOODQHRXYV

7KH DFFRXQWY UHFHLYDEOH EDODQFH DW \HDU HQG LV KLJKO\ Gl
(XURSHDQ %DQN V FXVWRPHUYVY DUH ELOOHG EDVHG RQ IHH VFKHC
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FXVWRPHU BRERXWPWW UHFHLY DB H V' HLRQHFOEHSWH G EDODQFHV UHO
UHFHLYDEOHV IURP FXVWROGBURQRI PLOOLRQ $OVR LQFOXGHG
FDSWLRQ DUH UHFHLYDEOHVRUB6G LRURNWUYV 'RIIFHPEHU

PLOOLRQ DQG UHFHLYDEOHV IURP DIILOLDWH FRPSDQLHV RI

$W '"HFHPEHU WKH DFFUXHG LQFRPH UHIHUV PDLQO\ WR
DPRXQWHG WRLOOLRQ PLOOLRQ DQG FRQVLGHUHG GXH WR
WLPH UDWKHU WKDQ GXH WR FRQWLQJHQW IDFWRUV KHQFH WKH
LPSDLUPHQW LQ $OVR LQFOXGHG LQ WKLV FDSWLRQ DUH R\
UHFHLYDEOHV DPRXQWBGRQ OPYPKORRDRQHRXVY DVVHWV |
RSHUDWLQJ WUDQVDFWLRQV WKDW DUH LQ D VXVSHQVH DFFRXQ
WR GIBBHUDWILRRVRSHDQ %DQN
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SBURSHUW\ DQG (TXLSPHQW

)XUQLYV
%XLOGLQ IL[WX
/HDVHK &RPSX' DQG R’
LPSURYHPI HTXLSP HTXLSP 7TRWDO
1HW %RRN 9DOXH ,Q , Q ,Q , Q
$W -DQXDU\
$GGLWLRQV
'‘LVSRVDOV
'"HSUHFLDWLRQ FKDUJH IRU WKH \HDU
,PSDLUPHQW ORVV o) 6] o) o
2WKHU PRYHPHQWV 0o o) (o) 0o
$W  'HFHPEHU
*URVV FDUU\LQJ DPRXQW
$FFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW
)XUQLYV
% XLOGLQ I[L[W X
/HDVHK &RPSX' DQG R’
LPSURYHF HTXLSP HTXLSP 7TRWDO
1HW %RRN 9DOXH , Q , Q , Q ,Q
$W -DQXDU\
$GGLWLRQV
%XVLQHVV FRPELQDWLRQV o 0o (0] 0o
"LVSRVDOV o] (o]
'"HSUHFLDWLRQ FKDUJH IRU WKH \HDU o}
,PSDLUPHQW ORVV o
2WKHU PRYHPHQWYV
$W  'HFHPEHU
*URVV FDUU\LQJ DPRXQW
$FFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW
$V DW  'HFHPEHU SURSHUW\ DQG HTXLSPHQW L@AMOGRY ULIJKW RI RVB MG WD RQ

UHODVOH® WHBD QFKHY DQG RIILFH SUHPLVHY VHH QRWH
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*RRGZLOO DQG 2WKHU ,QWDQJLEOH $VVHWYV

*RRGZLOAQRPSX!' &OL 7TRWDO
VRIW?Z &RQWL
IHW %RRN 9DOXH , Q , Q , Q , Q
$W -DQXDU\
$FTXLVLWLRQV (o]

$PRUWL]DWLRQ FKDUJH IRU WKH \HDU O
2WKHU PRYHPHQWYV

$W '"HFHPEHU

*URVV FDUU\LQJ DPRXQW
$FFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW

*RRGZLO@RRPSX' &O0OL 7TRWDO
VRIWZ &RQWL
1HW %RRN 9DOXH ,Q ,Q ,Q Q
$W -DQXDU\
$FTXLVLWLRQV o o
$PRUWL]DWLRQ FKDUJH IRU WKH \HDU ©
2WKHU PRYHPHQWYV o]
$W  'HFHPEHU

*URVV FDUU\LQJ DPRXQW
$FFXPXODWHG GHSUHFLDWLRQ DQG LPSDLUPHQW

,PSDLUPHQW 7HVWLQJ RI *RRGZLOO DQG 2WKHU ,QWDQ.

8QGHU ,)56 JRRGZLOO LV DQQXDOO\ WHVWHG IRU LPSDLUPHQW
GHWHUPLQHG WR EH WKH FDVK JHQHUDWLQJ XQLW :H UHIHU W
SROLFLHVY IRU WKH GHWHUPLQDWLRQ RI WKH FDVK JHQHUDWLQ
ZKLFK JRRGZLOO LV WHVWHG IRU LPSDLUPHQW

7KH JRRGZLOO EDODQFH ZL" PLOMWRERRDNVYDPTXHLBHG WKURXJK
FRPSOHWHG LQ '"HFHPEHU

+HQFH DQ LPSDLUPHQW WHVWLQJ H[HUFLVH LV VWLOO SHUIRUPI
SODQ 2YHUDOO DQDO\VLV VXSSRUWV WKDW QR LPSDLUPHQW ZL
H[FHHGV WKH FDUU\LQJ YDOXH RI JRRGZLOO RI PLOOLRQ

7KH UHFRYHUDEOH DPRXQW IRU (XURSHDQ %DQN ZDV FDOFXODW
YDOXH LQ XVH ZDV GHWHUPLQHG E\ GLVFRXQWLQJ WKH IXWXUH
I[JURP WKH FDVK JHQHUDWLQJ XQLWxV FRQWLQXLQJ XVH 9DOXH
VLPLODU PDQQHU DV LQ SULRU \HDUV EDVHG RQ XSGDWHG DVVXF

a &DVK IORZV ZHUH SURMHFWHG EDVHG RQ QHW HDUQLQJV DIV
FDVKU JDLQV ORVVHV DV RI '"HFHPEHU DQ XSGDWHG D
IORZV IRU WKH \HDU EXVLQHVYV SODQ

a 7THUPLQDO FDVK IORZV ZHUH H[WUDSRODWHG XVLQJ D FRQV
ZKLFK LV EDVHG RQ WKH ORQJ WHUP JURZWK DVVXPSWLRQ R
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a $ GLVFRXQW UDWH RI SHUFHQW ZDV DSSOLHG LQ GHWH!
IRU WKH FDVK JHQHUDWLQJ XQLW (XURSHDQ %DQN XVHG D
I[UHH UDWH

J)RU PDQDJHPHQW KDV XVHG \HDU HQG DFWXDOV FRPELQHG Z
ILIXUHV

7R PLWLJDWH DJDLQVW WKH XQFHUWDLQW\ WKH &RPSDQ\ KDV
EXVLQHVY PRGHO ZKLFK EHQHILWY IURP KHLIKWHQHG YRODWLO!
EDVLVY FRPSDUHG ZLWK RWKHU FUHGLW IRFXVHG ILQDQFLDO LQ
EXVLQHVVHV ZHUH IDYRUDEO\ LPSDFWHG E\ KLJKHU FOLHQW YR
SULRU \HDU

+HQFH IRU (XURSHDQ %DQN GLG QRW LGHQWLI\ DQ\ LPSDLUP
DQG DV D UHVXOW RI LW QR LPSDLUPHQW WHVW ZDV FRQVLGHUF

J)LQODQFLDO /LDELOLWLHY OHDVXUHG DW $PRUWI

,Q Q
'"HSRVLWV IURP FHQWUDO EDQNV

'"HSRVLWV IURP FUHGLW LQVWLWXWLRQV

&XUUHQW DFFRXQWYV RYHUQLJKW GHSRVLWYV

'"HSRVLWYV ZLWK DJUHHG PDWXULW\

5HSXUFKDVH DJUHHPHQWYV

'"HSRVLWV IURP RWKHU ILQDQFLDO LQVWLWXWLRQV
&XUUHQW DFFRXQWYV RYHUQLJKW GHSRVLWYV

'"HSRVLWYVY ZLWK DJUHHG PDWXULW\

5HSXUFKDVH DJUHHPHQWYV o
'"HSRVLWV IURP QRQ ILQDQFLDO LQVWLWXWLRQYV
&XUUHQW DFFRXQWYV RYHUQLJKW GHSRVLWYV

6XERUGLQDWHG OLDELOLWLHV 1RWH

/IRQJ WHUP GHEW o o
2WKHU ILQDQFLDO OLDELOLWLHYV /HDVH OLDELOLWLHYV

$00 WKH OLDELOLWLHYV ZHUH LVVXHG EV(XURSHDQ %DQN

(XURSHDQ RKOD/QRARW KDG DQ\ GHIDXOWV RI SULQFLSDO LQWHUHV
WR DOO OLDELOLWQEY GXUHLORQFUHDVEHLEBOLRQ LQ GHSRVLWYV UHYV
LQFUHDVH LQ GHSRVLWYV IURP &UHGLW LQVWLWXWLRQV ELO
LOQVWLWXWLRQV ELOOLRQ 5HSXUFKDVH DJUHHPHQWY ZHUH

PLOOLRQ 2ZWKHU ILQDQFLDO OLDELOLWLHYV FRQVLVW R
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2WKHU /LDELOLWLHYV

,Q Q
(PSOR\HH EHQHILWY O 'HILQHG EHQHILW REOLJDWLRQ 1RWH (o}
/ILDELOLWLHY +HOG IRU VDOH (o}
2WKHU HPSOR\HH EHQHILWY DQG VRFLDO FKDUJHV
$FFUXHG FKDUJHV RWKHU WKDQ IURP LQWHUHVW H[SHQVHV RQ ILQDQFLDO OLDELOLWLH
$FFRXQWY 3D\DEOHYV
6XVSHQVH DFFRXQWYV
2WKHU

2WKHU OLDELO LGHRAWM DFDESGV LR QO\ GXH WR WKH L VXVSHQVH
&RUSRUDWH $FWLRQV SD\DEOH WR FOLHQWV DQG ZLWKKROGLQ
7D[ $XWKRULWLHV LL DFFUXHG FKDUJHV ZKLFK PRVWO\ FRQWD
EHHQ DFFUXHG EXW QRW \HW LQYRLFHG DQG LLL DFFRXQWV SEL
WKH FRPSDQ\

&RQWUDFW OLDELORMDLOHNR QHMMW  'HFHPEHU PLOOLI
UHFRJQLVHG LQ UHODWLQJ WR FRQAOULIRFQN OLDEL O L WILGIY LRIV

SURYLVLRQV

SHVWUXF 3
&RV OHJ

2WK 7TRWDO
RYLV
Q Q Q Q

$W -DQXDU\
$PRXQWYV SURYLVLRQHG

$PRXQWYVY XWLOL]JHG o
8QXVHG DPRXQWY UHYHUVHG GXULQJ WKH SHULRG o
2WKHU PRYHPHQWYV

$W  'HFHPEHU

$W -DQXDU\

$PRXQWYV SURYLVLRQHG

$PRXQWYV XWLOL]JHG

8QXVHG DPRXQWV UHYHUVHG GXULQJ WKH SHULRG

2WKHU PRYHPHQWYV o] o] o] e}

$W '"HFHPEHU

2WKHU SURYLVLRQV LQFOXGH 2SHUDWLRQDO 5LVN (YHQWV ZKLF]
XQGHU 3 /

SURYLVWWIPRRXQWYV IRU DUH PDLQO\ LPSDFWHG E\ WKH (XURSHL
LPSOHPHQWHG RYHU WKH SDVW \HDUV WKDW KDV OHG WR MRE U
IXQFWLRQV DFURVYV GLIITHUHQW ORFDWLRQV

BHQGLQJ OHJDO LVVXHV PDLQO\ UHODWHV WR WKH *HUPDQ FXP
IRU WKH GHVFULSWLRQ RI WKHVH SHQGLQJ OHJDO LVVXHV
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6XERUGLQDWHG DQG /RQJ WHUP /LDELOLWLHYV

6XERUGLQPEVHG

2Q ODUFK WKH (XURSHDQ %DQN HQWHUHG LQWR D
DUUDQJHPHQW ZLWK 7KH %DQN RI 1HZ <RUN OHOORQ U%1<0U
FRPSOLDQFH ZLWK LQWHUQDO ULVN DSSHWLWH IRU RZQ IXQGV
LQWHUQDO WRWDO ORVV DEVRKBNRWDFD FDROUWLQU D& QW RI V
ORDQ ZDV PLOOLRQ DW 'HFHPEHU DQG

SHWLUHPHQW %HQHILW 30DQ

'"H 1 L Q&REQ W U L EXOADLR Q

(XURSHDQ ROYPNLBXVLQHG FRQWULEXWLRQ SODQV WR ZKLFK (X!
FRQWULEXWLRQV WZR SODWYXRIQQ/ XK IF EIRMNWKH RQIRTAQ, YWD D Q G
RQH LQ 6SDLQ RQH LQ 'HQPDUNRBGHRIQH QR GRODM RU FRQVWU X
WR SD\ IXUWKHU FRQWULEXWLRQV ORUHRYHU LQ %HOJLXP T
FRQWULEXWLRQ EDVH SDUW ZLWK D JXDUDQWHHG UHWXUQ 71
VFKHPH 7KLV NLQG Rl %HOJLDQ VFKHPH LV WUHDWHG DV D GHI
6WDQGDUG

7KH DVVHWV Rl WKH SODQV DUH KHOG VHSDUDWHO\ I[IURP WKRVH
FRQWURO RI WKH SODQV WUXVWHHYV

7KH WRWDO H[SHQUVBO LRRQ PLOOLRQ FKDUJHG WR WKH FRQVRO]I
Rl SURILW DQG ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH UHSU
SODQV E\ (XURSHDQ %DQN DW UDWHYV VSHFLILHG LQ WKH UXOHV

'"HILQHG %HQHILW 30DQ
(PSOR\HH EHQHILWYV

'XULQJ WKH \HDU WKH JURXSHREBHBDWHR RXIAWESORY RU FRQV
XQGHU ,$6 VWDQGDUGY WZR LQ %HGQUSIXPDDQE& GMHARQHG *EH®@ B [
GHILQH DQ DPRXQW RI SHQVLRQ EHQHILW WKDW DQ HPSOR\HH
GHSHQGHQW RQ RQH RU PRUH IDFWRUV VXFK DV DJH \HDUV RI VI

IDWXWBEHQRHHWRWYLGHG E\ WKH 30DQV

7KH *HUPDQ 30DQV DUH ILQDO VDODU\ SODQV DQG SURYLGH SF
UHWLUHPHQW RU HDUOLHU GDWH RI OHDYLQJ VHUYLFH 7KH SOI
%HOJLDQ GHILQHG EHQHILW 30DQ U20G 30DQU SURYLGHV SHC
EHHQ FORVHG WR QHZ HPSOR\HHV VLQFH $SULO 7KH VHFRQG
30DQU LV DQ K\EULG VFKHPH 'HILQHG %HQHILW SODQ IRU WKH
DQG &DVK %DODQFH SODQ IRU WKH SDUW RI WKH VDODU\ DERYH



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

5HIXODWRU\ I[IUDPHZRUN LQ ZKLFK WKH 30DQV RSHUDWHYV

7KH JURXS RSHUDWHVY GHILQHG EHQHILW SHQVLRQ SODQV LQ %
VLPLODU UHJXODWRU\ I[IUDPHZRUNYV

*HUPDQ 30DQV 7KH SODQV RSHUDWH XQGHU WKH IUDPHZRUN R
%HWU$9* DQG JHQHUDO UHJXODWLRQV EDVHG RQ *HUPDQ ODI
FORVHG IRU QHZ HPSOR\HHV 7KH SODQV DUH SDUWO\ IXQGHG ZL

%HOJLDQ 30DQV 7KH GHILQHG EHQHILW SHQVLRQ SODQV L H

EHQHILW SHQVLRQ SODQ UFDVK EDODQFHU SODQ L H UlHZ 30D«
%HQHILW SD\PHQWV DUH PDGH IURP VHOI DGPLQLVWHUHG IXQG
)60$ ILQDQFLDO UHJXODWRU\ DJHQF\ LQ %HOJLXP OLQLPXP EHQ

2WKHWRSHDQ WBHYSRQVLELOLWLHYV IRU JRYHUQDQFH RI WKH 30D
*HUPDQ 30DQV 1RQH

%HOJLDQ 30DQV 7KH %RDUG Rl 'LUHFWRUV LV UHVSRQVLEOH IR!
DV IRU WKH JRYHUQDQFH DQG LQYHVWPHQWYV RI WKH )XQGxV D
IURP WKH VHOI DGPLQLVWHUHG IXQGV DQG 30DQ DVVHWYV DUH Kl
3HQVLRQY ZKLFK DUH JRYHUQHG E\ ORFDO UHJXODWLRQV DQG S
WKH VSRQVRU DUH EDVHG RQ WKH ILQDQFLQJ SODQ 7KH %RDI
UHSUHVHQWD D YINY IRFPRKIBDQFH ZLWK ORFDO UHJXODWLRQV DQ

5LVNV WR ZKLFK WKH 30DQV H[SRVH WKH (XURSHDQ %DQN

} $VVHW YRODWLOLW\ ,I SODQ DVVHWYV XQGHUSHUIRUP WKH C
SHULRG XQGHU FRQVLGHUDWLR DQ %N VMHS TSXCLINQ VD I ¥ H WB\D UWIOH
SRVVLELOLW\ RI XQGHUSHUIRUPDQFH DJDLQVW WKH GLVFRXC
GHILFLW RU UHGXFWLRQ LQ VXUSOXV

} IRQJHYLW\ ,QFUHDVHV LQ OLIH H[SHFWDQF\ ZLOO LQFUHDVH
Rl WKH EHQHILWYV IRU WKH *HUPDQ DQG %HOJLDQ 30DQV DOV
UHVXOW LQ D KLJKHU VHQVLWLYLW\ WR LQFUHDVHV LQ OLIH H]

} ,QIODWLRQ ULVN 7KH PDMRULW)\ RI EHQHILWV LQ WKH *HUPD
LQFUHDVHYV LQ LQIODWLRQ ZLOO OHDG WR KLJKHU OLDELOLWL
LQ SODFH ZKLFK SURWHFW DJDLQVW H[WUHPH LQIODWLRQ 7
LQIODWLRQ DV D OXPS VXP LV SURYLGHG DW UHWLUHPHQW

30DQ DPHQGPHQWY FXUWDLOPHQWY RU VHWWOHPHQWYV

1RSODQ DPHQGPHQWYVY FXUWDLOPHQWY RU VHWWOHPHQWY RFFXI

)XQGLQJ DUUDQJHPHQWY DQG IXQGLQJ SROLF\ WKDW ZRXOG DIIH

7KH I XQGLQJ UHTXLUHPHQWY RI WKH LQGLYLGXDO SODQV DUH E
IUDPHZRUNV VHWYV RXW LQ WKH IXQGLQJ SROLFLHV RI WKH SOI
VWDWXWRU\ UHTXLUHPHQWY RI WKH SODQV LQ WKH YDULRXV M.
VHSDUDWH DFWXDULDO YDOXDWLRQV IRU IXQGLQJ SXUSRVHV IR
FRQWULEXWLRQV WR WKH SODQV LQ OLQH ZLWK WKH RXWFRPHV

$VVHW OLDELOLW\ PDWFKLQJ VWUDWHJILHYV
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,QYHVWPHQW SRVLWLRQV DUH PDQDJHG E\ 3HQVLRQ )XQG PDQDJ
KDV EHHQ GHYHORSHG WR DFKLHYH ORQJ WHUP LQYHVWPHQWV
XQGHU WKH SHQVLRQ VFKHPHV :LWKLQ WKLV IUDPHZRUN WKH $
SHQVLRQ REOLJDWLRQV E\ LQYHVWLQJ LQ ORQJ WHUP LQWHUHVYV
EHQHILW SD\PHQWY DV WKH\ IDOO GXH DQG LQ WKH DSSURSUL
DFWLYHO\ PRQLWRUV WKH GXUDWLRQ DQG WKH H[SHFWHG \LHOC
PDWFKLQJ WKH H[SHFWHG FDVK IORZV DULVLQJ IURP WKH SHQVLI
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ORYHPHQW LQ QHW GHILQHG EHQHILW DVVHW OLDELOLW\

7KH IROORZLQJ WDEOH VKRZV UHFRQFLOLDWLRQ IURP WKH RSHC(
IRU WKH QHW GHILQHG EHQHILW OLDELOLW\ DVVHW DQG LWV F|

I1HW GHILQHG

'"HILQHG EHQHIDMJ YDOXH RESQBQLW OLDELOLW)
REOLJDWLRQV DVVHWYV DVVHW
1Q 1Q !Q IQ ’Q ’Q

%DODQFH DW -DQXDU\
,QFOXGHG LQ SURILW RU ORVV

&XUUHQW VHUYLFH FRVW o o
$GPLQLVWUDWLYH H[SHQVHYV o o

/IRVVHV JDLQV RQ QRQ URXWLQHW VHWWQOHPHQWV O o] o] 0o
&XUWDLOPHQWYV 0o 0o 0o o) (o) o)

2SHUDWLQJ H[SHQVH LQFRPH

IHW LQWHUHVW RQ WKH QHW EHQHILW REOLJDWLRQ
DVVHW

gg\é\g RI WHUPLQDWLRQ E /o) o) O [e) o [e)
JLQDQFH H[SHQVH LQFRPH
1HW EHQHILW H[SHQVH

,QFOXGHG LQ RWKHU
RPSUHKHQVLYH LQFRPH

o) o)
RVVHV o o

o

VVHV DULVLQJ IURP
O DVVXPSWLRQV 6 o

JDLQV ORVVHV DULVLQJ IURP
DSKLF DVVXPSWLRQV, ) ) ) )
o o o o o o

1HW WUDQVIHUV LQ RXW o] o] o) o) o) o
&RQWULEXWLRQ SDLG E\ WKH HPBOR\HU ¢
%HQHILWV SDLG o) 1)

%DODQFH DW '"HFHPEHU

7KH ILQDQFLDO DVVXPSWLRQ ORVV LV H[SODLQHG E\ D GHFUHDV
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7KH DPRXQWV Rl WKH GHILQHG EHQHILW REOLJDWLRQ DQG SODQ
UHSRUWHG EHORZ

1HW GHILQHG EHQHILW REOLJDWLRQ DVVHW
'"HFHPEHU

,Q  Q ,Q Q ,Q

)DLU YDOXH RI SODQ DVVHWYV
'"HILQHG EHQHILW REOLJDWLRQ
$V RI '"HFHPEHU

I1HW GHILQHG EHQHILW REOLJDWLRQV DQG DVVHWY DUHQ W QHV
VDLG DOO SODQV KDYH DVVHWYV LQ H[FHVV RI OLDELOLWLHV VR

QHW GHILQHG EHQHILW DVVHW PLOOLRQ DQG RWKHU OLDEL
GHILQHG EHQHILW REOLJDWLRQ PLOOLRQ
(XURSHDQ %DQN FRQWULEXWHG PLOOLRQ WR LWV GHILQHG E

PLOOLRQ 7KH FXPXODWLYH DPRXQW RI JDLQV DQG ORVVHYV
FRPSUHKHQVLYH LQFRPH LV SUHVHQWHG EHORZ

*DLQV DQG ORVVHV UHFRJQL]JHG LQ RWKHU FRPSUHKHQVLYH LQFF

IQ 7Q
$V Rl -DQXDU\
5HFRJQL]HG GXULQJ WKH \HDU
$V RI '"HFHPEHU

7KH PDMRU FDWHJRULHYV RI SODQ DVVHWY DV D SHUFHQWDJH RI
DV IROORZV ZHLJKWHG DYHUDJH

(TXLW\ LQVWUXPHQWY DOO TXRWHG RI ZKLFK
'RPHVWLF HTXLWLHV

2YHUVHDV HTXLWLHV

(PHUJLQJ PDUNHWY HTXLWLHV

'"HEW LQVWUXPHQWYV RI ZKLFK

&RUSRUDWH JRYHUQPHQW ERQGYV

JL[IHG LQWHUHVW JRYHUQPHQW ERQGY XQTXRWHG
3URSHUW\ DOO TXRWHG

&DVK

4XRWHG

8QOTXRWHG

2WKHIWKRWHG

,OYHVWPHQWYV LQ IXQGY DUH LQFOXGHG LQ WKH FDWHJRULHV RI '"HEW ,QVWUXPHQWYV
WKH I1XQG
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7KH VHFWRU DOORFDWLRQ RI WKH HTXLW\ LQVWUXPHQWYV LV DV I

, Q  Q

(TXLW\ LQVWUXPHQWYVY RI ZKLFK

(QHUJ\ LQGXVWULDO FRPSDQLHV DQG PDWHULDOV
&RQVXPHU 'LVFUHWLRQDU\ DQG 6WDSOHYV
JLQDQFLDOV

+HDOWK &DUH

,QIRUPDWLRQ 7HFKQRORJ\

2WKHU

6XEVWDQWLDOO\ WKH HTXLW\ VHFXULWLHV DQG ERQGV DUH LV
DQG WUDGHG LQ DFWLYH PDUNHWV $00 JRYHUQPHQW E
JRYHUQPHQWYV

$$$

$%

$

1RW UDWHG

7KH PRVW UHFHQW DFWXDULDO YDOXDWLRQV RI SODQ DVVHWYV
EHQHILW REOLJDWLRQ ZHUH FDUULHG RXW'RRHPEKDOI7RH (XURSI
SUHVHQW YDOXHV RI WKH GHILQHG EHQHILW REOLJDWLRQ WKH
VHUYLFH FRVW ZHUH PHDVXUHG XVLQJ WKH SURMHFWHG XQLW FL

$FWXDULDO DVVXPSWLRQV DQG VHQVLWLYLW\ DQDO\VLV
$VVXPSWLRQV DUH VHW EDVHG RQ DFWXDULDO DGYLFH ZLWK UHI

SODQV DQG PDUNHW FRQGLWLRQV LQ HDFK WHUULWRU\ 7KHYV
HTXLYDOHQW WR OLDELOLW\ ZHLJKWHG DVVXPSWLRQV DV IROOR.:

‘LVFRXQW UDWH
YXWXUH VDODU\ JURZWK
YXWXUH SHQVLRQ LQFUHDVH

$VVXPSWLRQV UHJDUGLQJ IXWXUH PRUWDOLW\ DUH VHW EDVHG |
SXEOLVKHG VWDWLVWLFVY DQG H[SHULHQFH LQ HDFK WHUULWRU
DYHUDJH OLIH H[SHFWDQF\ XQGHUO\LQJ WKH YDOXHV RI WKH
UHSRUWLQJ GDWH DV SHU EHORZ

/IRQJHYLW\ DW DJH IRU FXUUHQW SHQVLRQHUV
ODOHV

YHPDOHYV

/IRQJHYLW\ DW DJH IRU FXUUHQW PHPEHUV DJHG
ODOHV

YHPDOHYV

%DVHG RQ WKH DVVXPSWLRQV VHW RXW DERYH WKH LPSDFW R
EHQHILW REOLJDWLRQV RI FKDQJLQJ WKH IROORZLQJ LQGLYI
DVVXPSWLRQV UHPDLQLQJ XQFKDQJHG LV VHW RXW EHORZ
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9DOXH RI REOLJDWLRQV DW \HDU HQG LIORHPHQWHFHPEHU
'LVFRXQW UDWH UHGXFHG E\

'LVFRXQW UDWH LQFUHDVHG E\

,QIODWLRQ UHGXFHG E\

,QIODWLRQ LQFUHDVHG E\

/LIH H{SHFWDQF\ GHFUHDVHG E\ \HDU

/LIH HISHFWDQF\ LQFUHDVHG E\ \HDU

7KH DERYH DQDO\VLV DVVXPH WKDW DVVXPSWLRQ FKDQJHV RFF
XQOLNHO\ WR RFFXU DQG VRPH DVVXPSWLRQV PD\ EH FRUUHODYV
&3, LQIODWLRQ 7KH VDPH PHWKRG SURMHFW XQLW PHWKRG K
WKHVH VHQVLWLYLWLHYV

, VVXHG &DSLWDO DQG 5HVHUYHYV

$XWKRUL]J]HG LVVXHG DQG IXOO\ SDLG

Q ,Q

2UGLQDU\ VKDUHYV RI HDFK

%1< OHOORQ KDV VKDUH RSWLRQ VFKHPHYV XQGHU ZKLFK RSWLRQ
OHOORQxV VKDUHV KDYH EHHQ JUDQWHG WR FHUWDLQ H[HFXWLY
%DQN KRZHYHU VKDUH RSWLRQV GR QRW KDYH DQ LPSDFW RQ W
2WKHU UHVHUYHV LQ WRWDPLBDXRW\DAMWUH 'HFHPEHU

PLOOLRQ 7KH VLIJQLILFDQW GHFUHDVH LQ RWKHU UHVHUYHV L\
ILQDQFLDO DVVHWYV DW )92&, LOLOPRRQW (RIRI WKXURSHDQ
%DQN V VKDUHWDBEGHAQRADHOORQ

)DLU 9DOXH RI )LQDQFLDO ,QVWUXPHQWV

'"HWHUPLQDWLRQ RI )DLU 9DOXH DQG )DLU 9DOXH +LHU

(XURSHDQ %DQN XVHV WKH IROORZLQJ KLHUDUFK\ IRU GHWHUPL
ILQDQFLDO LQVWUXPHQWY E\ YDOXDWLRQ WHFKQLTXH

IHYHOTXRWHG XQDGMXVWHG SULFHV LQ DFWLYH PDUNHWYV IRU 1
SULFHVY DUH DYDLODEOH IURP DQ H[FKDQJH D GHDOHU EURNHU
PDUNHW LV D PDUNHW LQ ZKLFK WUDQVDFWLRQV IRU WKH DVVHW
IUHTXHQF\ DQG YROXPH WR SURYLGH SULFLQJ LQIRUPDWLRQ RQ
DQ DFWLYH PDUNHW SURYLGH WKH PRVW UHOLDEOH HYLGHQFH R
DYDLODEOH 7KH IDLU YDOXH PHDVXUHPHQW RI ILQDQFLDO LQVW
D PDUN WR PDUNHW YDOXDWLRQ GHULYHG IURP FXUUHQWO\ DYDL
YDOXDWLRQ PRGHOLQJ WHFKQLTXH QHHGHG

/IHYHORWKHU WHFKQLTXHV IRU ZKLFK DOO LQSXWV ZKLFK KDYH L
IDLU YDOXH DUH REVHUYDEOH HLWKHU GLUHFWO\ RU LQGLUHFW
DFWLYH PDUNHW DQG VKRXOG EH XVHG LQ SUHIHUHQFH WR XQR!
HIFKDQJH UDWHY DUH REVHUYDEOH LQSXWV 9DOXDWLRQ WHFKQ
UHIHUHQFHG WR WKH FXUUHQW IDLU YDOXH RI D VLPLODU LQVWU
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/IHYHOWHFKQLTXHV WKDW XVH LQSXWV ZKLFK KDYH D VLJQLILFDC
WKDW DUH QRW EDVHG RQ REVHUYDEOH PDUNHW GDWD 7KH OH®
DFWLYH PDUNHW DQG WKDW DVVXPSWLRQV KHQFH LQWHUQDOO\
LQ SODFH WR GHWHUPLQH WKH IDLU YDOXH RI WKH ILQDQFLDO L(

(XURSHDQ %DQN FRQVLGHUV WKDW WKH /HYHO UHIOHFWV EHW
HVWLPDWH WKH YDOXH RI ILQDQFLDO OLDELOLWLHY JLYHQ WKD
FXUUHQWO\ DYDLODEOH WUDQVDFWLRQ SULFHYV

7KH IROORZLQJ WDEOH VKRZV DQ DQDO\VLV RI ILQDQFLDO LQVW!
RI WKH IDLU YDOXH KLHUDUFK\ Rl (XURSHDQ %DQN

IHYHO  /HYHO  /HYHO 7RWDO
Q , Q Q Q

JLQDQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

2SWLRQV o o
JRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWVO )
,QWHUHVW UDWH VZDSV o) o)

JLQDQFLDO LQYHVWPHQWYV DW )92&, 4XRWHG
"HEW VHFXULWLHYV

(TXLW\ LQVWUXPHQWYV o)

O

JLQDQFLDO OLDELOLWLHYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

2SWLRQV o
JRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWVO
2WKHU o

'"HULYDWLYHV +HGJH DFFRXQWLQJ ,QWHWYHVW UDWH VZDSV
o

oo O OO
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IHYHO /HYHO  /HYHO 7RWDO
Q , Q ' Q Q

JLQDQFLDO DVVHWYV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

2SWLRQV o) o
YRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWVg o)
,QWHUHVW UDWH VZDSV o o)

JLQDQFLDO LQYHVWPHQWY DW )92&, 4XRWHG
"HEW VHFXULWLHV o
(TXLW\ LQVWUXPHQWYV 5 6

JLODQFLDO OLDELOLWLHV
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV

2SWLRQV o o
YRUZDUG IRUHLJQ H[FKDQJH FRQWUDFWVO o
2WKHU o o
'"HULYDWLYHV +HGJH DFFRXQWLQJ ,QWHWYHVW UDWH VZDSV 6
o} o
,Q (XURSHDQ %DQN FKDQJHG WKH )DLU 9DOXH OHYHOOLQJ C

WKH *URXS )DLU 9DOXH OHYHOOLQJ PHWKRGRORJ\ GHWHUPLQH
)56 ,)56

7KH PLOOLRQ GLVFORVHG DV RWKHU GHULYDWLYH ILQD
XQUHDOL]HG ORVVHV RQ WKH JXDUDQWHH FRPPLWPHQWYV SUR)
FHUWDLQ SHQVLRQ PLQLPXP SD\PHQW FRPPLWPHQWYV DV IXUWKI
WKLV GRFXPHQW

JLOQDQFLDO ,QVWUXPHQWY 5HFRUGHG DW )DLU 9DOXH
$ GHVFULSWLRQ RI WKH GHWHUPLQDWLRQ RI IDLU YDOXH SHU FO
EHORZ 7KH IDLU YDOXH GHWHUPLQDWLRQV LQFRUSRUDWH (XUR
WKDW D PDUNHW SDUWLFLSDQW ZRXOG PDNH ZKHQ YDOXLQJ WKH
'"HULYDWLYHV
$00 (XURSHDQ %DQN 27& GHULYDWLYH SURGXFWV DUH YDOXHG
WKDW XVH DV WKHLU EDVLV UHDGLO\ REVHUYDEOH PDUNHW SELC
FODVVLILHG DV /HYHO RI WKH YDOXDWLRQ KLHUDUFK\ 6XFK GH
HIFKDQJH DQG LOWHUHVW UDWH VZDS FRQWUDFWYV XVHG IRU WU

$V Rl '"HFHPEHDQG WKH FUHGLW YDOXDWLRQ GHELW YDOXDW
ZDV GHWHUPLQHG WR EH LPPDWHULDO KHQFH LW ZDV QRW DGMX

JLQDQFLDO ,QVWUXPHQWYV O )92&,

7KH ILQDQFLDO DVVHWY PHDVXUHG DW IDLU YDOXH WKURXJK R
FODVVLILHG ZLWKLQ /HYHO PDLQO\ FRQVLVW RI JRYHUQPHQW
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KLJKO\ OLTXLG RYHU WKH FRXQWHU PDUNHWY 7KHVH VHFXULW
XQDGMXVWHG SULFHV

, I TXRWHG PDUNHW SULFHVY DUH QRW DYDLODEOH WKH IDLU YDO
TXRWHG SULFHV RI VHFEXULWLHV ZLWK VLPLODU FKDUDFWHUL"
VHFXULWLHY ZKHUH TXRWHV IURP UHFHQW WUDQVDFWLRQV DUF
(XURSHDQ %DQN GHWHUPLQHYV IDLU YDOXH SULPDULO\ EDVHG R
OHYHOV RI SULFH WUDQVSDUHQF\ 6SHFLILFDOO\ WKH SULFLQJ
VLPLODU W\SHV RI VHFXULWLHYVY HJ YLQWDJH SRVLWLRQ LQ W
YDULDEOHV VXFK DV VSHHG RI SUHSD\PHQW DQG GLVFRXQW UD
DSSO\ WKHP WR VLPLODU W\SHV RI ERQGV (XURSHDQ %DQN GR
'"HFHPEHU

$W (XURSHDQ %DQN DQ\ DFWLYHO\ WUDGHG 50%6 ZLWK SULFL
EURNHU TXRWHV DUH FODVVLILHG DV /HYHO LQ WKH )DLU 9DOXF

)DLU 9DOXH RI )LQDQFLDO $VVHWYV DQG /LDELOLWLHYV 1

7KH IROORZLQJ GHVFULEHV WKH PHWKRGRORJLHV DQG DVVXPSW
IRU WKRVH ILQDQFLDO LQVWUXPHQWYV ZKLFK DUH QRW DOUH]
FRQVROLGDWHG ILQDQFLDO VWDWHPHQWYV

$VVHWYV IRU ZKLFK )DLU 9DOXH $SSUR[LPDWHV &DUU\LQJ

JRU ILQDQFLDO DVVHWY DQG ILQDQFLDO OLDELOLWLHV WKDW KI
PRQWKYV LW LV DVVXPHG WKDW WKH FDUU\LQJ DPRXQWYV DSSI
DVVXPSWLRQ LV DOVR DSSOLHG WR GHPDQG GHSRVLWV DQG V
PDWXULW\

$VVHWYV IRU ZKLFK )DLU 9DOXH GRHV QRW $SSUR[LPDWH

JRU LQYHVWPHQW VHFXULWLHY PHDVXUHG DW DPRUWL]HG FRVW
GHWHUPLQHG TXRWHG PDUNHW SULFHV WR EH WKH DSSURSUL
DYDLODEOH

)RU ILQDQFLDO DVVHWYV DQG ILQDQFLDO OLDELOLWLHV ZKHUH T
JHQHUDOO\ EDVH WKH IDLU YDOXH RI ORDQV RQ REVHUYDEOH F
LQFOXGLQJ ERQGV FUHGLW GHULYDWLYHV DQG ORDQV ZLWK VLFP
SULFHV DUH QRW DYDLODEOH ZH EDVH WKH IDLU YDOXH RQ HV\
ULVN ZKLFK DUH GLVFRXQWHG XVLQJ DQ LQWHUHVW UDWH DSSU|
ORDQV

7KH IDLU YDOXH RI IL[HG UDWH ILQDQFLDO DVVHWV DQG OLDE
HVWLPDWHG E\ FRPSDULQJ PDUNHW LQWHUHVW UDWHV ZKHQ WK
PDUNHW UDWHV IRU VLPLODU ILQDQFLDO LQVWUXPHQWV $V
FRXQWHUSDUWY FUHGLW ULVN GRHV QRW VLJQLILFDQWO\ LQIO
YLHZSRLQW FUHGLW ULVN LV YHU\ ORZ DW (XURSHDQ %DQN 7Kt}
EHDULQJ GHSRVLWV LV EDVHG RQ GLVFRXQWHG FDVK IORZV XVL
UDWHV IRU GHEWV ZLWK VLPLODU FUHGLW ULVN DQG PDWXULW\
RI WKH FDUU\LQJ DPRXQWYV DQG IDLU YDOXHV RI (XURSHDQ %DQN
FDUULHG DW IDLU YDOXH LQ WKH FRQVROLGDWHG ILQDQFLDO VV
IDLU YDOXHV Rl QRQ ILQDQFLDO DVVHWYV DQG QRQ ILQDQFLDO OL
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& DU U\ )DLU YDOXHK.DUU\ )DLU YDOXH
DPRX DPRX

Q ,Q ' Q ' Q

JLQDQFLDO DVVHWYV

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO
EDQNYV

/IRDQV DQG DGYDQFHV WR FXVWRPHUV

EW LQVWUXPHQWY DW DPRUWLVHG FRVW
AXRWHG

JLOQDQFLDO OLDELOLWLHV
JLODQFLDO OLDELOLWLHY DW DPRUWL]HG FRVW

'"HSRVLWYV
6XERUGLQDWHG OLDELOLWLHV
2ZWKHU ILQDQFLDO OLDELOLWLHYV

7KH WDEOH EHORZ VKRZV WKH LQWHUHVW LQFRPH DQG H[SHQVH
PHDVXUHG DW DPRUWL]HG FRVW

,QWHUHVW LQFRPH IURP ILQDQFLDO LQVWUXPHQWY PHDVXUHG D
DPRUWL]HG FRVW

LQ LQ
/RDQV DQG DGYDQFHV WR FXVWRPHUV
'"HEW LQVWUXPHQWY DW DPRUWLVHG FRVW 4XRWHG

7TRWDO
, QWHUHVW H[SHQVH IURP ILQDQFLDO LQVWUXPHQWY PHDVXUHG D
PRUWL]HG FRVW
LQ LQ
'"HSRVLWYV

6 XERUGLQDWHG ORDQV
/HDVH OLDELOLWLHV QRWH

7TRWDO
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6KDUH EDVHG 3D\PHQW

7KH VKDUH EDVHG SD\PHQW SODQV DUH GHVFULEHG EHORZ 7KH
RU PRGLILFDWLRQV WR DQ\ RI WKH SODQV GXULQJ

$ /RQJ 7THUP ,QFHQWLYH 30DQ LV RSHUDWHG E\ %1< OHOORQ ¢
UHVWULFWHG VWRFN XQLWV 568V DQG RWKHU VWRFN EDVHG D
HPSOR\HHV DQG GLUHFWRUV RI %1< OHOORQ LQFOXGLQJ WKH (X!

5HVWULFWHG 6WRFN 8QLWY DUH LVVXHG XQGHU WKH SODQ DW Q
IRUIHLWXUH XQWLO FHUWDLQ UHVWULFWLRQV KDYH ODSVHG
VSHFLILHG SHULRG $Q 568 HQWLWOHYV WKH UHFLSLHQW WR UHF
DSSOLFDEOH UHVWULFWLRQ ODSVH 7KH UHFLSLHQW JHQHUDOC
HTXLYDOHQW WR DQ\ GLYLGHQGYV SDLG RQ WKH XQGHUO\LQJ FRP
LV RXWVWDQGLQJ EXW GRHV QRW UHFHLYH YRWLQJ ULJKWV 7KF
YHVWLQJ

7KH IDLU YDOXH RI 568V LV HTXDO WR WKH IDLU PDUNHW YDOXH
GDWH RI JUDQW 7KH H[SHQVH LV UHFRJQL]J]HG RYHU WKH YHVWL
IRXU \HDUV 7KH H[SHQVH UHFRJQL]J]HG IRU HPSOR\HH VHUYLFHYV |
LQ WKH IROORZLQJ WDEOH

,Q ,Q

([SHQVH DULVLQJ IURP HTXLW\ VHWWOHG VKDUH EDVHG SD\PHQW WUDQVDFWLRQV

7TRWDO H[SHQVH DULVLQJ IURP VKDUH EDVHG SD\PHQW WUDQVDFWLRQV

5HVWULFWHG VWRFN

1R 1R
2XWVWDQGLQJ DW WKH EHJLQQLQJ RI WKH \HDU
6WDII WUDQVIHUV GXULQJ WKH \HDU
*UDQWHG GXULQJ WKH \HDU
9HVWHG DQG H[HUFLVHG GXULQJ WKH \HDU
JRUIHLWHG GXULQJ WKH \HDU
2XWVWDQGLQJ DW WKH HQG RI WKH \HDU
1RQ YHVWHG H[SHFWHG WR YHVW DW \HDU HQG

7KH /RQJ WHUP ,QFHQWLYH 30DQ RI WKH (XURSHDQ %DQN LQFOX:
-DQXDU\ KRZHYHU DOO RSWLRQV ZHUH H[HUFLVHG IRUIHLW
DUH QR VWRFN RSWLRQVY RQ7KHFHPEGIRZLQJ WDEOH LOOXVWUDWF
DQG ZHLJKWHG DYHUDJH H[HUFLVH SULFHV :$(3 RI DQG PRYHPFH
IRU FRPSDUDWLYH SXUSRVH RQO\ 7KH :$(3 KDV EHHQ FRQYHUWH
DYHUDJH UDWHYV
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2ZWKHU LQIRUPDWLRQ

/IHIDO &ODLPV

*HUPDQ DXWKRULWLHY DUH LQYHVWLJDWLQJ SDVW UFXP H[U wWUL
HTXLW\ VHFXULWLHYV RQ RU VKRUWO\ EHIRUH WKH GLYLGHQG GD\V\
UHVXOWLQJ LQ DQ XQZDUUDQWHG UHIXQG RI ZLWKKROGLQJ WD]|

YLHZ WKDW SDVW FXP H[ WUDGLQJ PD\ KDYH UHVXOWHG LQ WDJ[ C
%DQN DQG LWV *HUPDQ VXEVLGLDU\ KDYH EHHQ LQIRUPHG E\ *HU
LQYHVWLIJDWLRQV LQWR SRWHQWLDO FXP H[ WUDGLQJ E\ FHUWDI
(XURSHDQ %DQN KDG DFTXLUHG HQWLWLHV WKDW VHUYHG DV GH
WKRVH WKLUG SDUW\ LQYHVWPHQW IXQGV ‘H KDYH UHFHLYHG LC
DXWKRULWLHY UHODWLQJ WR SUH DFTXLVLWLRQ DFWLYLW\ DQG |

$XIXVW WKH 'LVWULFW &RXUW Rl %RQQ RUGHUHG WKDW WKH
VHFRQGDU\ SDUW\ LQ FRQQHFWLRQ ZLWK WKH SURVHFXWLRQ RI
WULDO FRPPHQFHG LQ 6HSWHPEHU ,Q ODUFK WKH FRXUW

IURP WDNLQJ DFWLRQ DJDLQVW WKH VXEVLGLDU\ LQ RUGHU WR H
FRXUW FRQYLFWHG WKH XQUHODWHG LQGLYLGXDO GHIHQGDQWYV
DFWLYLWLHV RI WKH UHOHYDQW WKLUG SDUW\ LQYHVWPHQW 1XQ
'"HFHPEHU ZH UHFHLYHG VHFRQGDU\ OLDELOLW\ QRWLFHYV IUR
UHODWHG WR SUH DFTXLVLWLRQ DFWLYLW\ LQ YDULRXV IXQGV IR
GHSRVLWDU\ DQG RU IXQG PDQDJHU ‘H KDYH DSSHDOHG WKH QF
DFTXLVLWLRQ RI WKH VXEMHFW HQWLWLHV WKH (XURSHDQ %DQN
IURP WKH VHOOHUV WKDW WKH (XURSHDQ %DQN LQWHQGV WR SX
WR SXUVXH RXU FODLPV XQGHU WKH LQGHPQLW\ XQWLO ZH KDYF
UHFRYHU\ DV OHVV WKDQ YLUWXDOO\ FHUWDLQ DV UHIHUUHG WR
UHVSHFW WR WKLY OHJDO PDWWHU KDV EHHQ GHWHUPLQHG EDV}
PRVW OLNHO\ OLDELOLW\ WKDW ZLOO EH RZHG WR *HUPDQ DXWKI
SHQDOWLHY DUH H[SHFWHG 7TKHUH LV HVWLPDWLRQ XQFHUWDLC
PDWWHU 3RVWLQJV WR UHIOHFW WKH FXUUHQW VLWXDWLRQ DV
LPSDFWHG PDLQO\ 1RWH 2WKHU 2SHUDWLQJ LQFRPH DQG 1RWH

21l EDODQFH 6KHHW
7KH RIl EDODQFH VKHHW LWHPV FRQVLVW PDLQO\ RI L WKH D!
WOOLRRI'HFHPEHU %W OO0OLRQ DQRG LL RWKHU JLYHC

FRPPLWPHQWYV

7KH LQFUHDVH Rl $X& LRLOOLERQ LV PDLQO\ GULYHQ E\ QHZ FOLHC
LQ PDUNHW YDOXH RI WKH VHFXULWLHYV

7KH EUHDNGRZQ RI WKH RIl EDODQFH VKHHW SRVLWLRQV DUH SU
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2YHUYLHZ RI RIIl EDODQFH VKHHW SRVLWLRQV

&$7(*25<

,Q PLOOLRQ PLOOLRQ
&RPPLWPHQWY JLYHQ SHUIRUPDQFH JXDUDQWHH o
JLQDQFLDO JXDUDQWHHY UHFHLYHG IRU VWDWH JXDUDQWHHG ERQGV 1RWH
2WKHU FRPPLWPHQWY UHFHLYHG 1RWH
$VVHWYV XQGHU FXVWRG\

7278%/

7KH DPRXQW RI DVVHWYV XQGHU FXVWRG\ UHFHREHG BBELW E\ FX
SUHVHQWHG LQ WKH WDEOH EHORZ

(85 2 WK 7RWDO (85 2WK 7RWDO
FXUUF FXUUF
'Q PLOOQRQPLOOQRQPLOOQRRQPLOOQRRQPLOOQRRQPLOOLRQ

$VVHWV XQGHU

FXVWRG\

&ROODWHUDO DQG RWKHRHERABLWPHQWYV

2Q WKH WK RI JHEUXDU\ (XURSHDQ %DQN VLJQHG DQ 8QIXQG
$JUHHPHQW ZLWK 7KH %DQN RI 1HZ <RUN OHOORQ WR FRYHU WK
SUXGHQWLDO OLPLW RI RZQ IXQGVY RQ DOO H[WHUQDO FRXQW

XVDJH RI WKLV JXDUDQWHH KDV EHHQ UHFRUGHG DV RI '"HFHPEHL

/JHDVLQJ

(XURSHDQ RADQNQWHUHG LQWR D QXPEHU RI OHDVHV RQ SUHPL
OHDVHV W\SLFDOO\ KDRH DORDYFHWDM HD\@BIH IRU SUHPLVHV 7KH!I
QR UHVWULFWLRQV SODFHG XSRQ WKH OHVVHH E\ HQWHULQJ LQV

,QIRUPDWLRQ DERXW OHDVHV IRU ZKLFK (XURSHDQ %DQN LV D Ot
7KH ULJKW Rl XVH DVVHWY UHODWH WR OHDVHG EUDQFKHYV DQG
HTXLSPHQW DQG DUH SUHVHQWHG ZLWKLQ SURSHUW\ DQG HTXL
EDODQFH VKHHW SOHDVH VHH QRWH

7Q 7Q

5LJKW RI XVH DVVHWYV
%DODQFH DW -DQXDU\
'"HSUHFLDWLRQ FKDUJH IRU WKH \HDU
$GGLWLRQV

%DODQFH DW 'HFHPEHU

%HJILQQLQJ EDODQFH RI )< XSGDWHG IROORZLQJ UHVWDWHG ILIXUHV LQ E\ WKH E
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7KH DPRXQWV UHFRJQLVHG LQ SURILW RU ORVV IRU WKH \HDUV

,Q Q

,QWHUHVW RQ OHDVH OLDELOLWLHYV

([SHQVHVY UHODWLQJ WR VKRUW WHUP OHDVHV ORZ YDOXH
DVVHWYV

(XURSHDQ %DQN KDV FODVVLILHG FDVK SD\PHQWYV IRU WKH SULC
ILQDQFLQJ DFWLYLWLHY DQG FDVK SD\PHQWV IRU LQWHUHVW SF
ZLWK WKH SUHVHQWDWLRQ RI RWKHU LQWHUHVW SD\PHQWV

$PRXQWV UHFRJQL]HG LQ WKH VWDWHPHQW RI FDVK IORZV ZHUH

,Q ,Q

2XWIORZV IRU RSHUDWLQJ DFWLYLWLHYV
2XWIORZV IRU ILQDQFLQJ DFWLYLWLHYV
7TRWDO FDVK RXWIORZV IRU OHDVHYV
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5HODWHG 3DUW\ 'LVFORVXUHYV

.H\ ODQDJHPHQW &RPSHQVDWLRQ

.H\ PDQDJHPHQW SHUVRQQHO UHIHU WR WKH PHPEHUV RI WKH %!
RI WKH %RDUG Rl 'LUHFWRUV DQG VHQLRU PDQDJHPHQW DV VHYV
'LUHFWRUYV

,Q Q
6KRUW WHUP HPSOR\HH EHQHILWYV

3RVW HPSOR\PHQW EHQHILWYV
2ZWKHU ORQJ WHUP EHQHILWYV
6KDUH EDVHG SD\PHQWYV

6KRUW WHUP HPSOR\HH EHQHILWYV VHFWLRLBRQRORVWYV RI VDO
PLOOLRQ DQG VRFLDCGPEBGODURRKRY RIPLOOLRQ

SRVW HPSOR\PHQW EHQHILWY RI WKH NH\ PDQDJHPHQW DUH DQ
FRQWULEXWLRQ 2WKHU ORQJ WHUP EHQHILWY DUH WKH FR(
UHLQVXUDQFH DQG ORQJ WHUP GLVDELOLW\

ORUH LQIRUPDWLRQ UHJDUGLQJ WKH VKDUH EDVHG SD\PHQWYV DU
7TUDQVDFWLRQV ZLWK .H\ ODQDJHPHQW 3HUVRQQHO RI (

(XURSHDQ %DQN GRHV QRW HQWHU LQWR WUDQVDFWLRQV DUU
GLUHFWRUV VHQLRU PDQDJHPHQW DQG WKHLU UHODWLYHV 7KF
ORDQV JUDQWHG WR NH\ PDQDJHPHQW 7KHUHIRUH WKHUH LV QF
NH\ PDQDJHPHQW

TUDQVDFWLRQV ZLWK 5SHODWHG 3DUWLHYV

7KH IROORZLQJ LV D VXPPDU\ RI WKH EDODQFHYVY UHODWLQJ WR
SDUHQW L H XOWLPDWH SDUHQW DQG XOWLPDWH FRQWUROOLQ
SDUHQWxV FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY DQG RWKH
7TKH RXWVWDQGLQJ EDODQFHV DQG WUDQVDFWLRQV ZLWK RZ
SUHVHQWDWLRQ SXUSRVHV RQO\ VLQFH WKHVH WUDQVDFWLRQ
VFRSH
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$PRXQWY SD\DEOH WR DQG DPRXQWY UHFHLYDEOH IURP UH!

3DUHQW 27C 2WK SDUHQW 2Z2C 2WK
VXEVLGL HOQWLW VXEVLGL HQWLW
WKH Jl WKH Jl
, Q , Q , Q , Q , Q , Q
$VVHWV ORDQV DQG o)
DGYDQFHV
&XUUHQW DFFRXQWYV o)
7HUP ORDQV ) o) o )
2WKHU DVVHWYV o)
727%/ $66(76
HSRVLWYV o)
/IRQJ WHUP GHEW ) o) i )
VXERUGLQDWHG GHEW o]
2WKHU OLDELOLWLHYV ) )
7273/ fe)
1, $%,/,7,(6

,QFRPH DQG H[SHQVH JHQHUDWHG E\ WUDQVDFWLRQV ZLWK

SDUHQW 272C 2WK SDUHQW 2Z( 2WK
VXEVLGL HQWLW VXEVLGL HQWLW
WKH Jl WKH Jl
Q Q Q ,Q Q Q
,QWHUHVW LQFRPH o]
)HHV DQG 0
FRPPLVVLRQV
2WKHU o
727%/ ,1&20( 0
,QWHUHVW H[SHQVH o]
JHHV DQG o
FRPPLVVLRQV
2WKHU
727%/
(;3(16(

THUPV DQG &RQGLWLRQV RI 7TUDQVDFWLRQV ZLWK 5HOI

7TKH RXWVWDQGLQJ EDODQFHYV DULVH IURP WKH RUGLQDU\ FRXU\
DW WKH \HDU HQG DH/HAHXW HFEXUHGYHUVH UHSXUFKDVH DJUHHPF
FDSWLRQ /RDQV DQG DGYDQFHV DQG UHSXUFKDVH DJUHHPH
'"HSRVLWYV I1RQHWKHOHVVY WKH WHUP GHSRVLWV ZLWK %1l< 0
DIJUHHPHQW WKDW FRQWDLQV D ULJKW WR ZLWKGUDZ SULRU WR
SHQDOW\ EUHDN FODXVH )RWHPBAWHKHE HH D W HERHAW® EOHYV IURP UH
SDUWLHVY DUH QRW FRQVLGHUHG WR EH GRXEWIXO DQG KHQFH Q
PDGH
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&RQVROLGXWWIGGLDULHY DQG %UDQFKHV DQG .H\ )LQDC
3HUIRUPDQFH )LIJXUHV E\ *HRJUDSKLFDO /RFDWLRQ

7KH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY LQFOXGH WKH VH
%DQN ZKLFK LQFOXGHV LWV EUDQFKHY DQG WKH VXEVLGLDULHYV

&RXQWU\ RI
%UDQFKHY DQG 6XEVLGLDUN LQFRUSRUDMWMMRXQUH RI DFWLYLW\

7KH %DQN RI 1HZ <RUN OHOORQ 6$ 1DHVWSRNWHLGOWYVHW 6HUYLFLQJ 'LJLWDO ODUNHWYV
% UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19QLMIG RIQQBEIRAYFHKN 6HUYLFLQJ 'LILWDO &RUSRUD\

ODUNHWYV

7KH %DQN RI 1HZ <RUN OHOORQ 6$19HURDmQN|XUM$%MHM@BHUYLFLQJ 'LILWDO &OH DULQ
&ROODWHUDO ODQDJHPHQW 6DOHV &R
7ZUHDVXU\ ); 7UDGLQJ 7UHDVXU\ 6HUY
6DOHV

7KH %DQN RI 1HZ <RUN OHOORQ 6$ 1SX[HRERXERXUSVVHW 6HUYLFLQJ 'LIJLWDO &RUSRUD\

% UDQFK ODUNHWYV

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19V®®LODQ %URRBERUDWH 7UXVW 7UHDVXU\ 6HUYLFH
6HUYLFLQJ

7KH %DQN RI 1HZ <RUN OHOORQ 6$ 1%HOJLXP $VVHW 6HUYLFLQJ &OHDUDQFH DQG &R
ODQDJHPHQW ODUNHWV &RUSRUDWH 7!
ZUHDVXU\ 6HUYLFHV

7KH %DQN Rl 1HZ <RUN OHOORQ 6$ 1UHXE@EQ %UBQFKW 6HUYLFLQJ 'LILWDO &RUSRUD
"HSRVLWDU\ 5HFHLSWV ODUNHWYV

7KH %DQN RI 1HZ <RUN OHOORQ 6% 1UDRFHLY %UDSQFKSRUDWH 7UXVW &OHDUDQFH DQG &
ODQDJHPHQW 'HSRVLWDU\ 5HFHLSWYV
ODUNHWYV 7UHDVXU\ 6HUYLFHV

7KH %DQN RI 1HZ <RUN OHOORQ 6$ 1'HQRRENQKDJMYVHW 6HUYLFLQJ 'LIJLWDO

% UDQFK

7KH %DQN RI 1HZ <RUN OHOORQ 6% 1®SDAMGULG % WIOHIKUDQFH DQG &ROODWF
7UHDVXU\ 6HUYLFHV &RUS
AHIIYI FI O1

7KH %DQN RI 1HZ <RUN OHOORQ 6% 13ROIRILD QG % ERYBKRUDWH 7UXVW $VVHW 6HUYLFLQJ
"HSRVLWDU\

&R XQ HTXL HTXL
1IDPH RI 6 XEVLGLDU\ LQFRUSR LQWH LQWH

%1l< OHOORQ 6HUYLFH .DSLWDODQODJH *HVHOOVFKDIW PE+ O

7KH WXUQRYHU SURILW EHIRUH WD[ DQG DIWHU WD[ FRQVROLGD
SURILW DQG ORVV RI (XURSHDQ %DQN DV ZHOO DV WKH QXPEHU F
DUH SUHVHQWHG E\ ORFDWLRQ LQ WKH WDEOH EHORZ

%1< $,6 1IRPLQHHV /LPLWHG LV D QRQ FRQVROLGDWHG VXEVLGLDU\ ZLWK HTXLW\ L
OHUJHU WKHUH LV QR FRQVROLGDWHG VXEVLGLDU\ LQ WKH (XURSHDQ %DQN IRU )<
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BURILW 3URILW DOIRVRU)7(
%WUDQFKHYV 7TXUQRYHUHUIRUH W[ HTXLYDOHQW
IQ !Q ’Q
7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 /RQORQ %UDQRK o o)
7KH %DQN RI 1HZ <RUN OHOORQ 6%
WmIINDOFK

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 'XEOLQ %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 /X[HPERXUJ
%UDQFK

%1l< OHOORQ 6HUYLFH .DSLWDODQODJH *H&¥HOOVFKDOW PE+ o) o
7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 )UDQNIXUW %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6$ 19 0LODQ %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 3DULV %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 0DGULG %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 &RSHQKDJHQ

%UDQFK

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 3RODQG %UDQFK

7TRWDO

BURILW 3URILW DOIRVRU)7(
%UDQFKHY DQG 6XEVLGLDU\7XUQRYHUHUIRUH W[ HTXLYDOHQW
, Q , Q , Q
7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 /RQ@RQ %UDQFK o
7KH %DQN Rl 1HZ <RUN OHOORQ 6%$ 19 $PVWHUGDP

% UDQFK
7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 'XEOLQ %UDQFK

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 /X[HPERXUJ
% UDQFK

%1< OHOORQ 6HUYLFH .DSLWDODQODJH *HVHOOVFKDIW PE+
7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 )UDQNIXUW %UDQFK
7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 0LODQ %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 3DULV %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 O0DGULG %UDQFK

7KH %DQN Rl 1HZ <RUN OHOORQ 6$ 19 &RSHQKDJHQ
%UDQFK

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 3RODQG %UDQFK
7TRWDO

7TXUQRYHU FRPSULVHY LQWHUHVW LQFRPH IHH DQG FRPPLVVLR
ILQDQFLDO RSHUDWLRQV RWKHU RSHUDWLQJ LQFRPH H[FOXGL
FRQVROLGDWHG ILIJXUHV KHQFH HOLPLQDWLQJ LQWUDFRPSDQ\
7TXUQRYHU KDV EHHQ XVHG DQG )< ILIXUHV ZHUH UHVWDWHG

%XVLQHVV &RPELQDWLRQV DSHUDWERQWLQXHG

2Q JHEUXDU\ VW 7KH (XURSHDQ %DQN VXFFHVVIXOO\ FRPS(
IXQG DGPLQLVWUDWLRQ DQG ODQ&R HQWLW\ %1< OHOORQ .9* |
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(XURSHDQ %DQN 7KH (% LV QRZ ZHOO SRVLWLRQHG WR GHOLY
*HUPDQ )XQG $FFRXQWLQJ DQG $,6 5HDO (VWDWH FOLHQWYV DL
JUDQNIXUW %UDQFK RI WE&W \WRHRUSHDQZ®BY FRPSOHWHG LQ W
QHHG WR GLVFORVH DPRXQWV LQ GLVFRQWLQXHG RSHUDWLRQV

5LVN ODQDJHPHQW

*HQHUDO

7KH %RDUG RI (XURSHDQ %DQN UHFRJQL]JHV WKDW ULVN LV LQ
SURFHVVHV DQG V\WWHPV DQG WKHUHIRUH FRQVLGHUV HIIHF
IXQGDPHQWDO HOHPHQW LQ WKH PDQDJHPHQW RI (XURSHDQ %DQ

7TKH %YRDUG HPSRZHUV WKH 5LVN ODQDJHPHQW )XQFWLRQ RI (XUR
IUDPHZRUN ZKLFK SURYLGHV VXIILFLHQW DVVXUDQFH WKDW ULVN
PRQLWRUHG PLWLIJDWHG DQG UHSRUWHG RQ 7KLV IUDPHZRUN L'

6SHFLILFDOO\ WKH %RDUG HPSRZHUV WKH 5LVN ODQDJHPHQW )’
DQG FRQWUROV DUH DGHTXDWH WR HQVXUH FRPSOLDQFH ZLWK
LQFOXGLQJ UHOHYDQW SROLFLHV DQG SURFHVVHVY WR GHDO SUR

7KH 5LVN ODQDJHPHQW )XQFWLRQ PDLQWDLQV WKH (XURSHE
PDQDJHPHQW IUDPHZRUN WKDW GHVFULEHV KRZ ULVN LV PDQDJ
VHWV RXW KRZ WKHVH IUDPHZRUN FRPSRQHQWV LQWHUDFW LG
OLPLWVY DQG FRQWUROV WKXV SURYLGLQJ DGHTXDWH WLP
DVVHVVPHQW PRQLWRULQJ PDQDJHPHQW DQG UHSRUWLQJ RI
% DQN

*LYHQ WKDW (XURSHDQ %DQN LV D IXOO\ RZQHG VXEVLGLDU\ RI ©
5LVN ODQDJHPHQW )XQFWLRQ LPSOHPHQWY ORFDOO\ D ULVN PDQ
WKH %1< *URXSxV IUDPHZRUN DUWLFXODWHG DURXQG WKH WKUHF

'"HVFULSWLRQ RI WKH 5LVN ODQDJHPHQW )UDPHZRUN

7KH ULVN PDQDJHPHQW IXQFWLRQ PRQLWRUV DQG LGHQWLILHV |
DSSURDFK ,W SURYLGHV ULVN PDQDJHPHQW LQIRUPDWLRQ WHF
JRYHUQDQFH FRPPLWWHHY DQG FRQWULEXWHY WR D UQR VXUSI
&RPSOLDQFH /2' DQG ,QWHUQDO $XGLW /2' SOXV )LQDQFH DC
IXQFWLRQV W LQGHSHQGHQWO\ HGXFDWHV VWDII SURPRWHYV |
LPSURYHPHQWY ZKLOVW PRQLWRULQJ SURJUHVV DJDLQVW GHIL
HITHFWLYHQHVV RI WKH ULVN IXQFWLRQ
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$ GHVLIQDWHG %UDQFK 5LVN ODQDJHU RYHUVHHV HDFK RI WKH
DV WKH %UXVVHOV +HDG 2IILFH

7KH GLITHUHQW %UDQFK ODQDJHUV DUH LQYLWHG WR WKH PRQW
HVFDODWH DQ\ LWHP WKH\ GHHP PDWHULDO

5LVN $SSHWLWH

5LVN DSSHWLWH DUWLFXODWHY WKH OHYHO DQG QDWXUH RI WK|
FDSDFLW\ DQG UHJXODWRU\ SDUDPHWHUV WR PHHW RXU FRPPHLU

7KH %RDUG RZQV DQG GHILQHV WKH 5LVN $SSHWLWH 6WDWHPHQ\
LV UHVSRQVLEOH IRU DQQXDOO\ UHYLHZLQJ LW DQG DSSURYH
5HSRUW LV DFWLYHO\ PRQLWRUHG DQG PDQDJHG E\ WKH (XUR
WKURXJK D GHILQHG JRYHUQDQFH DQG VHW RI GHOHJDWHG FRQ!
RI EXVLQHVV DFWLYLWLHV UHPDLQV ZLWKLQ ULVN DSSHWLWH O
OHDVW DQQXDOO\ RU DV QHHGHG LI WKH ULVN SURILOH FKDQ.
DFFRUGLQJ WR D *URXS 3ROLF\ FRPSOHWHG E\ D VSHFLILF (XURSE

7TKH %RDUG RI (XURSHDQ %DQN DGRSWV D SUXGHQW DSSHWLWH
HISRVHG %XVLQHVV DFWLYLWLHVY DUH PDQDJHG DQG FRQWURO
%RDUGxV VWDWHG WROHUDQFHV XVLQJ GHILQHG TXDQWLWDWL
%RDUG RI 'LUHFWRUV KDV VRXJKW WR HVWDEOLVK D FOHDU VHW
DUWLFXODWHG LWV DSSHWLWH WKURXJK D VHULHVY RI VWDWHPHC
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7KH 5%$6 GHILQHYVY PHWULFVY DQG FRQWUROV WR PHDVXUH DQG |
DSSHWLWH 7KHVH PHWULFVY HVWDEOLVK ULVN WKUHVKROGYV
H[SUHVVLRQV RI ULVN DSSHWLWH WR PRQLWRU ULVN WDNLQJ DF\

&RPPLWWHHYV DVVLVWLQJ WKH ([HFXWLYH &RPPLWWHH

7KH ([HFXWLYH &RPPLWWHH KDV HVWDEOLVKHG WKH IROORZL
SHUIRUPDQFH RI LWV GXWLHYV

5LVN ODQDJHPHQW &RPPLWWHH 050&U

7KH SXUSRVH RI WKH BYRAWUWRIKW RI WKH PDLQ ULVNV VXSSR!
%DQN LQFOXGLQJ KHDG RIILFH EUDQFKHV DQG UHSUHVHQWDW
LGHQWLILHG PRQLWRUHG DQG UHSRUWHG DQG WR HQVXUH WKD)
SODFH WR PDQDJH WKH LGHQWLILHG ULVNV 7KH 50& DOVR SOD\
DQ\ PDWHULDO FKDQJH WKDW KDV WKH SRWHQWLDO WR DIIHFW
PDQQHU DQG PDQDJHG LQ DQ DSSURSULDWH IDVKLRQ

7KH 50& SURYLGHV ULVN EDVHG FKDOOHQJH WR WKH %XVLQHVYV

ULVN FXOWXUH DQG DGYLVHV WKH ([&R RQ ULVN PDWWHUYV

7KH 50& LV UHVSRQVLEOH IRU RYHUVHHLQJ WKDW ULVN DQG FRP:
(XURSHDQ %DQN DQG LWV XQGHUO\LQJ EUDQFKHV DQG EXVLQHV
ZLWK (XURSHDQ %DQN 5LVN $SSHWLWH 6WDWHPHQW 5$6 SROLF
7KH 7HFK 5LVN &RPPLWWHH KDV QRZ EHHQ IROGHG LQ WR WKH 50
KROLVWLF YLHZ RI WHFKQRORJ\ ULVNV LQ WKH (XURSHDQ %DQN

&DSLWDO DQG 6WUHVV 7HVWLQJ &RPPLWWHH U&67&U

7KH SXUSRVH Rl WKH &67& LV WR HQVXUH DGHTXDWH JRYHUQDQF
RI WKH SURFHVVHY DQG GRFXPHQWDWLRQ SHUWDLQLQJ WR (XUR
HFRQRPLF UHJXODWRU\ DGHTXDF\ DQG DOORFDWLRQ ULVN PR
LQ DFFRUGDQFH ZLWK WKH ,&$%$3 JRYHUQDQFH (XURSHDQ %DQN
JUDPHZRUN ,W DOVR WDNHV LQWR FRQVLGHUDWLRQ %1< OHOORQ
VWUDWHJILF SODQV

7KH &67& LV DQ HPSRZHUHG GHFLVLRQ PDNLQJ ERG\ XQGHU DXV
DQG VXEMHFW WR FRUSRUDWH SROLF\ OHJLVODWLRQ DQG H[WHL

$VVHW DQG /LDELOISWRA28RPPLWWHH U

U7KH (XURSHDQ %DQN $VVHW DQG /LDELOLW\ &RPPLWWHH U$/&2
WKH DVVHW DQG OLDELOLW\ PDQDJHPHQW DFWLYLWLHV RI WKH |
DQG VXEVLGLDU\ DQG IRU RYHUVHHLQJ FRPSOLDQFH ZLWK DOO
UHODWHG UHIJXODWRU\ UHTXLUHPHQWYV

7KH $/&2 LV UHVSRQVLEOH IRU HQVXULQJ WKDW WKH %1< &RP
WKURXJK WKH *OREDO $/&2 LV XQGHUVWRRG DQG H[HFXWHG DW
VWUDWHJ\ UHODWHG WR WKH LQYHVWPHQW SRUWIROLR SODFHP]
ULVN 7KH $/&2 LV UHVSRQVLEOH IRU PRQLWRULQJ WKH DVVHW

(XURSHDQ %DQN LQFOXGLQJ LWV EUDQFKHVY DQG VXEVLGLDU\

3DULV &RSHQKDJHQ 3RODQG DQG ODGULG EUDQFKHV DUH QRQ
WKHUHIRUH GR QRW KDYH DVVHW DQG OLDELOLW\ PDQDJHPHQW |
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RI WKHVH EUDQFKHY ZLOO EH FRYHUHG E\ WKH $/&2 7KH $/&2 L
([&R

%XVLQHVYV $FFHSWDQFH &RPPLWWHHYV %$&

$ %$& LV UHVSRQVLEOH IRU WKH DFFHSWDQFH RYHUVLJKW DC
EXVLQHVVHV DQG FOLHQWYV IRU HDFK Rl WKH IROORZLQJ EXVLC
DFURVV (XURSHDQ OLGGOH (0D¥W $DQBWS$IBHFDLFLQJ &RUSRUD
'HSRVLWDU\ 5HFHLSWV ODUNHWV DQG &0HDUDQFH &ROODWHUD

(XURSHDQ %DQN UHSUHVHQWDWLYHVY VHOHFWHG E\ WKH ([&R IR
(XURSHDQ %DQN GHDOV KDYH WR EH DSSURYHG

(6* &RXQFLO

(XURSHDQ %DQN KDV HVWDEOLVKHG D (6* &RXQFLO LQ FKDUJ
&RPPLWWHH LQ HQVXULQJ FOLPDWH UHODWHG VRFLDO DQG HQ)
IXOO\ LGHQWLILHG XQGHUVWRRG DQG LQFRUSRUDWHG LQWR
GHILQLWLRQ

7KH (6* FRXQFLO DGYLVHV WKH ([HFXWLYH &RPPLWWHH RQ (€
LGHQWLILFDWLRQ DQG PDQDJHPHQW RI (6* ULVNV LPSDFWLQJ WK
EDVHG RQ VXLWDELOLW\ DQG NQRZOHGJH RI (6* PDWWHUV DV
EULQJVY WRJHWKHU DOO /LQHV RI '"HIHQFH

7KH (6* &RXQFLO KDV EHHQ WDVNHG ZLWK GHYHORSLQJ (XURS
ILQDQFLDO ULVNV DQG RWKHU FOLPDWH FKDQJH LPSOLFDWLR
VWUXFWXUH SROLFLHV DQG SURFHGXUHYV

5LVN $VVHVVPHQW OHWKRGRORJ\ DQG 5HSRUWLQJ 6\VWH]I

5LVN LGHQWLILFDWLRQ DQG PRQLWRULQJ RFFXU LQ WKH EXVL
IRFXVHG ULVN GHSDUWPHQWY B6HYHUDO SURFHVVHV DUH LQ SOD
FRUUHFWO\ DQG WLPHO\ LGHQWLILHG DQG PRQLWRUHG ORQLW
SHUIRUPHG EDVHG RQ OLPLWVY HVWDEOLVKHG E\ (XURSHDQ %DQ
VWUDWHJ\ DQG PDUNHW HQYLURQPHQW RI (XURSHDQ %DQN DV Zt}
%DQN LV ZLOOLQJ WR DFFHSW ,Q DGGLWLRQ (XURSHDQ %DQN x\
RYHUDOO ULVN EHDULQJ FDSDFLW\ LQ UHODWLRQ WR WKH DJJU
DQG DFWLYLWLHYV

,QIRUPDWLRQ FRPSLOHG IURP DOO WKH EXVLQHVVHV LV H[DPLQH
FRQWURO DQG LGHQWLI\ ULVNV RQ D WLPHO\ EDVLYV 7KLV LQIRUI
5LVN ODQDJHPHQW &RPPLWWHH WKH ([HFXWLYH &RPPLWWHH DQC

5LVN LGHQWLILFDWLRQ DQG UHSRUWLQJ LV PDGH XVLQJ D VHU]I
(DFK ULVN W\SH LV DVVHVVHG DQG UHSRUWHG E\ ULVN H[SHUWYV

(XURSHDQ %DQN EHQHILWYV IURP PXOWLSOH GDWD JDWKHULQJ |
(XURSHDQ %DQN JHQHUDOO\ GRHV QRW EXLOG LWV RZQ ULVN L
UHSRUWLQJ WRROV ,Q WKDW VHQVH DOO WKH WRROV XVHG E\
ZKLFK WKH EXLOGLQJ DQG PDLQWHQDQFH LV IUDPHG E\ SROLFLH

, QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URFHVV
ILTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV U,/$$3U
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(XURSHDQ %DQN PRQLWRUV LWV FDSLWDO DGHTXDF\ LQ DFFRUG
EDVLV RI 3LOODU UHTXLUHPHQWY DV ZHOO DV 3LOODU (FRQRI

3LOODU FDSLWDO UHTXLUHPHQW LV FDOFXODWHG DFFRUGLQJ
FUHGLW PDUNHW DQG RSHUDWLRQDO ULVNV DQG IRU FUHGLW Y
EDVHG RQ ZHLJKWLQJ IDFWRUV DSSOLHG WR WKH EDODQFH VKHH
(FRQRPLF FDSLWDO UHTXLUHPHQW LV EDVHG RQ DQ LQWHUQDO
WKH EDODQFH VKHHW DQG RI WKH EXVLQHVV DFWLYLWLHV LW
ZKLFK IROORZ DQ DSSURYDO SURFHVY LQFOXGLQJ LQGHSHQGHQV
WHDP 7KHVH PHWKRGRORJLHVY DUH DSSURYHG E\ (XURSHDQ %L
&RPPLWWHH DQG E\ (XURSHDQ %DQN %RDUG RI 'LUHFWRUV GXU
(XURSHDQ %DQN DOVR FRQGXFWV VWUHVV WHVWV LQ RUGHU W
EDVH ERWK IURP D UHJXODWRU\ DQG HFRQRPLF SHUVSHFWLYH I

7KH ,/$$3 SURFHVV UHIOHFWV D VWURQJ OLTXLGLW\ ULVN PC
JRYHUQDQFH DQG ULVN IUDPHZRUN UHJLPH LQ SODFH ZLWKLQ
SUHSDUDWLRQ F\FOH WKH FRQWHQW ILQGLQJV DQG FRQFOXVL
UHYLHZHG DQG FKDOOHQJHG E\ WKH UHOHYDQW VWDNHKROGHUV

7KH ,/$$3 LV D OLYLQJ GRFXPHQW XSGDWHG RQ D UHJXODU ED
DQQXDOO\ ,W LQFOXGHV OLTXLGLW\ VWUHVV WHVWLQJ DQG OLT
WKH ILUP LQ FDVH RI PDUNHW RU LGLRV\QFUDWLF OLTXLGLW\ VW

'"HGLFDWHG SURFHVVHV DUH LQ SODFH ZLWKLQ (XURSHDQ %DQN
,&$$3 DQG ,/$$3 H[HUFLVHYV

S5LVN OLWLJDWLRQ

$v SDUW RI LWV RYHUDOO ULVN PDQDJHPHQW DQG LQ DGGLWLR
LPSOHPHQWHG ZLWKLQ WKH GLITHUHQW ULVN FDWHJRULHV (XUF
LQVWUXPHQWY WR PDQDJH H[SRVXUHV UHVXOWLQJ IURP FKDQJ
LOQWHUHVW UDWH ULVN 7KH XVH RI LQWHUHVW UDWH GHULYDWI
VHFXULWLHY LQYHVWHG ZLWKLQ WKH EDQNLQJ ERRN LQYHVWPH

&UHGLW S5LVN

6RXUFH RI 5LVNV
&UHGLW ULVN LV WKH ULVN DULVLQJ IURP REOLJRU RU FRXQWHU
ZKHWKHU FRQWUDFWXDO RU RWKHUZLVH &UHGLW ULVN LV IRXQ
UHSD\PHQW GHSHQGVY RQ FRXQWHUSDUW\ LVVXHU RU ERUURZHU
IXQGY DUH HWHQGHG FRPPLWWHG LQYHVWHG RU RWKHUZLVH
FRQWUDFWXDO DIJUHHPHQWY ZKHWKHU UHIOHFWHG RQ RU RII Wk

%YHFDXVH RI LWV EXVLQHVY PRGHO SURYLGLQJ FXVWRGLDO VHU)
(XURSHDQ %DQN DVVXPHV OHVV EDODQFH VKHHW DQG WUDGLW
EDQNYV +RZHYHU WKHVH EXVLQHVVHV GR FUHDWH VLIJQLILFDQW
IURP GLIIHUHQW VRXUFHYV

(XURSHDQ %DQN FUHGLW H[SRVXUHV DULVH SULPDULO\ WKURXJK
p (XURSHDQ %DQN SURYLGHV VLJQLILFDQW LQWUDGD\ FUHC
VHWWOH WUDQVDFWLRQV VHWWOLQJ LQ D ZLGH YDULHW!
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DUH JHQHUDOO\ VHFXUHG XQDGYLVHG DQG XQFRPPLW\
EDODQFHV RYHUGUDIWY DUH UHODWLYHO\ VPDOO LQWL
DOEHLW VSUHDG DFURVV D YHU\ ZLGH SRUWIROLR RI FOL}

p &0OLHQW RYHUGUDIWY UHVXOWLQJ IURP XQIXQGHG LQWU
DQG SD\PHQW DFWLYLW\ HWF

p 30DFHPHQW WR FHQWUDO EDQNV DQG PRQH\ PDUNHW FU
%DQN LQ SODFLQJ IXQGV ZLWK EDQNV IRU D IL[HG WHUP
ZD\ Rl FDVK SODFHPHQW RU WKURXJK WKH SXUFKDVH RI F
E\ WKHVH EDQNV

P ,OYHVWPHQW LQ VHFXULWLHV JRYHUQPHQW ERQGV FRLU

50%6 DQG &/2V (XURSHDQ %DQN KDV D ODUJH VHFXULWL

,QWHUFRPSDQ\ H[SRVXUH SODFHPHQWVY 1HWWLQJ $JUHHI

'HULYDWLYHV LQ WKH EDQNLQJ ERRN ); VZDSV XVHG W]

VZDSV FRPLQJ IURP WKH ); FOLHQW DFWLYLW\

p ,OQWHUWDMWH VZDSV ZLWK %1< OHOORQ ,QVWLWXWLRQDO
LQWHUHVW UDWH ULVN LQ WKH %DQNxV VHFXULWLHVx SR

p *XDUDQWHH &,8 $ JXDUDQWHH XQGHUZULWWHQ WR *HL
FRYHULQJ WKH PDUNHW ULVN Rl WKH SRUWIROLR

p $V SDUW RI D FRQWLQXRXV LPSURYHPHQW WR VWUHQJWK
DFFHVV 7KH (XURSHDQ %DQN EHFDPH D FOHDULQJ Pt}
FRXQWHUSDUW\ FOHDULQJ KRXVH &&3 LQ XVHG IRU

© T

&UHGLW 5LVN ODQDJHPHQW )J)UDPHZRUN

7KH &UHGLW 5LVN ODQDJHPHQW )UDPHZRUN &50) GHILQHV UROH
WKUHH OLQHV RI GHIHQVH DV GHILQHG LQ VHFWLRQ '"HVF
JUDPHZRUN LQ WKLV GRFXPHQW 7KH &50) ZLWKLQ (XURSHDQ %!
GHILQHG SROLFLHV SURFHGXUHV DQG UHSRUWLQJ D FOHDU JR
IRU UHSRUWLQJ DQG PRQLWRULQJ WKHVH DUH XVHG WR HIIHFWI
DQG UHSRUW WKH ULVNV LQ DQ RUJDQL]JHG ZD\ WR WKH DSSURSU
$ VHULHV Rl QHZ FUHGLW ULVN SURFHGXUHV DW %1< OHOORQ
(XURSHDQ %DQN DV ZHOO KDYH EHHQ GHYHORSHG WR HQKDQFH
SURFHGXUHV GHILQH VXVWDLQDEOH EDVHOLQH VWDQGDUGV WR
RSHUDWLRQDO ULVN IXQFWLRQV LQFOXGLQJ (XURSHDQ %DQN DG

4 &0OHDUO\ GHILQHG )LUVW DQG 6HFRQG /LQH RI '"HIHQVH UROH
4 (VFDODWLRQ 5HTXLUHPHQWV
a4 (YLGHQFH RI 2YHUVLJKW DQG &KDOOHQJH $FWLYLWLHV

&UHGLW 5LVN ORQLWRULQJ DQG &RQWURO

&UHGLW ULVN LV PDQDJHG DQG PRQLWRUHG E\ VHYHUDO WHDPV
DQG XVHG WR EH UHSRUWHG WR WKH &UHGLW 5LVN 2YHUVLJIKW &
(XURSHDQ %DQN ([HFXWLYH &RPPLWWHH 7KH &52& KDV QRZ EHH
GHGLFDWHG &UHGLW 5LVN VHFWLRQ ZKLFK DOORZV IRU D PRU
(XURSHDQ %DQN

ORQLWRULQJ DQG FRQWURO LV FRQGXFWHG YLD D QXPEHU RI
H[SRVXUH OHYHOV DUH QRW H[FHHGHG RU DUH SUH DSSURYHG E
OLJKW RI LQGLYLGXDO FLUFXPVWDQFHV 3RVW HYHQW PRQLWRU
DUHDV DQG WKH FUHGLW ULVN IXQFWLRQ (DFK FRXQWHUSDUW\
GHILQLQJ LWV FUHGLW TXDOLW\ ,Q WKDW UHVSHFW *URXS VWI
*URXS 1RVWUR DFFRXQWV DUH PDLQWDLQHG DW WKH PLQLPXF
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H[ISRVXUHV OLPLWYV FRPPHQVXUDWH ZLWK VPRRWK RSHUDWLRQ
EDQNYVY XVHG DUH DOO PDMRU ZHOO UDWHG EDQNV LQ WKH U}
RYHUGUDIWY OLPLWYV DUH VHW IRU HDFK FOLHQW DV D SHUFHQ
VXEMHFW WR FHUWDLQ PD[LPXP OHYHOV DOO FDVK SD\PHQWYV
UHDO WLPH EDVLV $Q\ H[FHVVHVY DUH UHIHUUHG WR D FUHGLW
EXVLQHVV UHTXLUHPHQWY DUH VXFK WKDW D PDQXDO IL[HG OL
VSHFLILF FUHGLW DSSURYDO LV SURYLGHG E\ WKH FUHGLW ULV
FKHFNHG DJDLQVW WKLV OLPLW SULRU WR SD\PHQW 7KHVH DI
SURFHHGV RI VDOHVY RU RWKHU H[SHFWHG IXQGV HYHQ WKRXJK
QRW IRUPDOO\ UHFHLYHG XQWLO ODWH LQ WKH GD\

2YHUGUDIW HKDFHOEWHBVVHW XS IRU VHOHFWHG FOLHQWV ZKHU
HYDOXDWLRQV DUH VDWLVIDFWRU\ /HYHUDJH LV UHTXLUHG WR |
LV UHTXLUHG WR EH DGHTXDWHO\ GLYHUVLILHG DQG RI VXIILFLH
GHGLFDWHG FUHGLW ULVN VSHFLDOLVW

'HULYDWLYH ILQDQFLDO LQVWUXPHQWV

(XURSHDQ %DQN PDLQWDLQV VWULFW FRQWURO OLPLWV RQ GHU
&UHGLW ULVN DULVLQJ IURP GHULYDWLYH ILQDQFLDO LQVWUXPF
FXUUHQW IDLU YDOXHV Rl WKHVH ILQDQFLDO LQVWUXPHQWYV S
IXWXUH FUHGLW ULVN H[SRVXUH RI WKHVH GHULYDWLYHYV

(XURSHDQ %DQN XVHV ,6'$ QHWWLQJ DJUHHPHQWY DQG &6%$ V D
H[SRVXUH RQ GHULYDWLYHV

BHWWOHPHQW ULVN DULVHV ZKHUH D SD\PHQW LQ FDVK VHFX
H[SHFWDWLRQ RI D FRUUHVSRQGLQJ VLPLODU UHFHLSW 'DLO\
HDFK FRXQWHUSDUW\ WR FRYHU WKH DJJUHJDWH VHWWOHPHQW
PDUNHW WUDQVDFWLRQV RI (XURSHDQ %DQN

7KHH[SRVXUH RDOGHULYDWLYHWHAHRPEHU LV PLOOLRQ
PLOOLRQ

2IIVHWWLQJ ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV

(XURSHDQ @&®IW QRW RIIVHW DQ\ ILQDQFLDO DVVHWV DQG ILQ
LQWUDJURXS H[SRVXUHV ZKHUH DQ 01$ H[LVWV DQG OLPLWHG Q
EDODQFH QHWWLQJ DJUHHPHDRMW KW FEHRMX WHV QHHBW RXW LQ W
LQFOXGH ILQDQFLDO DVVHWV DQG ILQDQFLDO OLDELOLWLHV V
DJUHHPHQWYVY VLPLODU WR HQIRUFHDEOH PDVWHU QHWWLQJ DUU|
LQVWUXPHQWY LUUHVSHFWLYH RI ZKHWKHU WKH\ DUH RIITVHW LG

7KH VLPLODU DJUHHPHQWY LQFOXGH JOREDO PDVWHU UHSXUFK
VHFXULWLHYV OHQGLQJ DJUHHPHQWY 6LPLODU ILQDQFLDO LQVW
UHSXUFKDVH DJUHHPHQWY UHYHUVH VDOH DQG UHSXUFKDVH DJ
DQG OHQGLQJ DJUHHPHQWY )LQDQFLDO LQVWUXPHQWV VXFK DV
LQ WKH WDEOHV EHORZ XQOHVV WKH\ DUH RIIVHW LQ WKH VWDW|

J)LQDQFLDO DVVHWYV DQG OLDELOLWLHV VXEMHFW WR RIITVHWWLC
IRU WKH \HDQG DUH SUHVHQWHG LQ WKH IROORZLQJ WDEOH
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JQWUDJURXS 0DVWHU ,1 |
o QW&)?\)’\’/\)’\&LP%U IHWWLQJ $JUHHPH
,Q ’Q
$PRXQW RI UHFRJQL]HG ILQDQFLDO LQVWUXPHQWYV
DVVHWYV
$PRXQW RI UHFRJQL]HG ILQDQFLDO OLDELOLW\
RITVHWWLQJ DVVHW
1HW $PRXQW VXEMHFW WR &UHGLW 5LVN
JQWUDJURXS ODVWHU ,1 |
SIUNRPHOWE SPVWRPHU 1HWWLQJ $IUHHPH
, Q , Q
$PRXQW RI UHFRJQL]HG ILQDQFLDO LQVWUXPHQWV
DVVHWYV
$PRXQW RI UHFRJQL]HG ILQDQFLDO OLDELOLW\
RIITVHWWLQJ DVVHW
1HW $PRXQW VXEMHFW WR &UHGLW 5LVN

,Q SULRU \HDUV (XURSHDQ %DQNxV DFWLYLWLHV RI VDOH DQG
UHSXUFKDVH WUDQVDFWLRQV ZHUH FRYHUHG E\ PDVWHU DJUHF
WKRVH RI ,6'$ ODVWHU 1HWWLQJ $JUHHPHQWYV

(XURSHDQ %DQN UHFHLYHG DQG DFFHSWHG FROODWHUDO LQ
VHFXULWLHY LQ UHVSHFW RI WKH IROORZLQJ WUDQVDFWLRQV

aAaGHULYDWLYHV
aVDOH DQG UHSXUFKDVH DQG UHYHUVH VDOH DQG UHSXUFKDV

6XFK FROODWHUDO LV VXEMHFW WR WKH VWDQGDUG LQGXVWU\ !
PHDQV WKDW VHFXULWLHY UHFHLYHG JLYHQ DV FROODWHUDO FC
WKH WUDQVDFWLRQ EXW PXVW EH UHWXUQHG RQ PDWXULW\ RI W
FRXQWHUSDUW\ WKH ULJKW WR WHUPLQDWH WKH UHODWHG WUD
SRVW FROODWHUDO

$W 'HFHPEHU (XURSHDQ %DQN KDG QR H[SRVXUHV VXEMHFW WR \
&ROODWHUDO DQG 2WKHU &UHGLW (QKDQFHPHQWYV

(XURSHDQ %DQN FDQ UHFHLYH FROODWHUDO IURP D FRXQWHUS
FDVK DQG ERWK HTXLW\ DQG GHEW VHFXULWLHV :KHQ D ULJKW |
WKH DELOLW\ WR FDOO RQ WKLV FROODWHUDO LQ WKH HYHQW RI
&ROODWHUDO DPRXQWVY DUH DGMXVWHG RQ D GDLO\ EDVLV WR
FRQWLQXH WR DFKLHYH DQ DSSURSULDWH PLWLJDWLRQ RI ULVN
GDLO\ DQG KDLUFXWV DUH DSSOLHG WR SURWHFW (XURSHDQ %
FROODWHUDO VXGGHQO\ UHGXFLQJ LQ YDOXH GXH WR DGYH
DJUHHPHQWY FDQ LQFOXGH UHTXLUHPHQWYVY IRU WKH SURYLVL
YDOXDWLRQV GHFOLQH
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5LVN &RQFHQWUDWLRQV OD[LPXP ([SRVXUH WR &UHGLW !

&UHGLW FROQFHQWUDWLRQ ULVN UHVXOWY IURP FRQFHQWUDWLR
ERUURZHU RU JURXS RI FRQQHFWHG FRXQWHUSDUWLHYV RU ERI
EDODQFH VKHHW H[SRVXUHV ,Q DGGLWLRQ LQGXVWU\ FRXQW
DGGLWLRQDO FUHGLW ULVN DV WKH VA\VWHPLF FUHGLW TXDOLW\
ZKROH VHFWRU

7KH ULVN RI FUHGLW FRQFHQWUDWLRQV LV FRQWUROOHG DQG F
DV RSSRVHG WR LQGXVWU\

8QGHU (XURSHDQ DQG %HOJLDQ EDQN UHJXODWLRQV DOO ODUJ
WR VWD\ EHORZ D WKUHVKROG RI WKHLU RZQ IXQGV ([SRV>
IROORZV WKH VDPH UXOH

7KH ODUJHVW H[SRVXUH LV WR 7KH %DQN RI 1HZ <RUN OHOORQ &
EUDQFKHY DQG ORFDWLRQV ZKLFK SURYLGH VRPH PLWLJDWLRQ
GRZQJUDGH RI D UHODWHG SDUW\ 7KH UHPDLQLQJ SODFHPHQWYV
DUH GLYHUVLILHG DFURVYV D QXPEHU RI EDQNYVY DQG JHRJUDSKLF

,Q ODUFK D ODVWHU 1HWWLQJ $JUHHPHQW 01$ ZDV VLJQHG
%1l< OHOORQ 7KLV DJUHHPHQW KDV D VLJQLILFDQW SRVLWLYH
UHTXLUHPHQW DQG WKHUHE\ RQ (XURSHDQ %DQN VROYHQF\ UDV
ZLWK %1<0 ,QWHUQDWLRQDO /LPLWHG LQ -XO\ 7KHVH 01$V
'"HFHPEHU

,Q DGGLWLRQ DQ 8QIXQGHG &UHGLW 5LVN OLWLJDWLRQ $JUHHP!
PDQDJHPHQW RI WKH ULVN EXW LV QRW WDNHQ LQWR DFFRXQW |
HQG RI WKH UHSRUWLQJ SHULRG 7KH 8&50% LV QRW WDNHQ
FRQVROLGDWLRQ UHSRUWLQJ

(XURSHDQ %DQN KDV FDUULHG RXW H[WHQVLYH ZRUN LQ FRQQH
H[SRVXUH DQG FRQFHQWUDWLRQ ULVN FRQFHUQV 7KH 1(:(1 ODL
GHFRPPLVVLRQLQJ Rl WKH &RQFHQWUDWLRQ 5LVN 6\WWHP LQ 2F
%DQN WR FDOFXODWH PDQDJH DQG UHSRUW FRXQWHUSDUW\ D
RQ D GD\ WR GD\ EDVLV DGGUHVVLQJ WKH UHTXLUHPHQWYV RI WK
WR UHSRUW /DUJH ([SRVXUHV WR WKH 1%% LQ OLQH ZLWK DSS:
UHSRUWLQJ UHTXLUHPHQWYV

7TKHUH ZzDV QR UHJXODWRQHEWKBEKWRZDUGY H[WHUQDO FRXQWH
LQWHUJURXS H[SRVXUHV

7KH IROORZLQJ WDEOH VKRZV WKH PD[LPXP H[SRVXUH WR FUHGI
ILQDQFLDO OLDELOLWLHV E\ JHRJUDSK\ DQG E\ LQGXVWU\ EHIR
XVH RI PDVWHU QHWWLQJ DQG WKH 8QIXQGHG &UHGLW 5LVN OL\
LQVWUXPHQWY DUH UHFRUGHG DW IDLU YDOXH WKH DPRXQWV \
H[SRVXUH EXW QRW WKH PD[LPXP ULVN H[SRVXUH WKDW FRXOG
FKDQJHV LQ YDOXHV



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

2YHUYLHZ RI PD[LPXP FUHGLW ULVN H[SRVXUH

OD[LPXP ULVN SRVLWLRQUHGLW ULVN PLWLJIJDQW

,Q Q ,Q ,Q
&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO ¢ o
EDQNV 1RWH
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV
DVVHW VLGH 1RWH
L, QYHVWPHQW VHFXULWLHV 1RWH
/IRDQV DQG DGYDQFHV WR FXVWRPHUYV
1RWH
Rl1 ZKLFK 5HYHUVH 5HSR QRWH
'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV ) 0]
OLDELOLW\ VLGH 1RWH
JLODQFLDO OLDELOLWLHY PHDVXUHG DW ) o)
DPRUWL]HG FRVW 1RWH
'"HSRVLWYV ) o
6XERUGLQDWHG OLDELOLWLHYV (o) o
/IRQJ WHUP GHEW ¢} ¢} ) o
2ZWKHU ILQDQFLDO OLDELOLWLHYV o) o

OD[LPXP FUHGLW ULVN H[SRVXUH E\ UHJLRQ FDUU\LQJ
YDOXHV

$IULFD$SPHULFDV (XURS$VLD 3DFLILR ,Q

1&,%/ $66(76

DQG FDVK 6 (o}
FHV ZLWK FHQWUDO

WLYH ILQDQFLDO
XPHQWYV
H

QW VHFXULWLHYV

G DGYDQFHV WR
uv

,181&,8/

Vo
o)

'"HULYDWLYH ILQDQFLDXO
LQVWUXPHQWYV

'"HSRVLWYV

6XERUGLQDWHG OLDEOOLWLHYV o (o}

/IRQJ WHUP GHEW o] 0 ¢} (o] (o} (o)
2WKHU ILQDQFLDO OLDELOLWLAV o

727%$/ ),1$1&,$/
1,$%,/,7,(6
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OD[LPXP FUHGLW ULVN H[SRVXUH E\ LQGXVWU\ FDUU\LQJ
YDOXH
&UH *HQHUDO 2WKHU 1RQ Q Q
LQVWLW *RYHUQPHQWQDQFLDIOQDQFLDO
&HQ' LQVWLWX\@VRQ WXWLRQ
mNDO
),1$1&,$/ $66(76
&DVK DQG FDVK EDODQFHYV o o) o
ZLWK FHQWUDO EDQNV
'"HULYDWLYH ILQDQFLDO
LQVWUXPHQWYV
,QYHVWPHQW VHEXULWLHYV
/RDQV DQG DGYDQFHV WR o
FXVWRPHUYV
727$/ ),1$1&,$/
$66(76
1$1&,$/
1,$%,1,7,(6
'"HULYDWLYH ILQDQFLDO o
LQVWUXPHQWYV
"HSRVLWYV
6XERUGLQDWHG OLDELOLWLHV O o o
/IRQJ WHUP GHEW o o o) o o 6
2WKHU ILQDQFLDO OLDELOLWLH\O o o
727%/ ),1$1&,$/
/,$%,/,7,(6

ORQLWRULQJ 6RYHUHLJQ 5LVNYV

5LVN ODQDJHPHQW Rl (XURSHDQ %DQN KDV DFWLYHO\ PDQDJHG
HFRQRP\ XQVWDEOH SROLWLFDO VLWXDWLRQV LQ UHJLRQV DFW
FRQWDJLRQ HYHQWV LPSDFWLQJ HPSOR\HHV FOLHQWV DQG EX
DOVR FRQGXFWHG DV QHHGHG 7KXV IDU QR GLUHFW FUHGLW OF
%DQN IURP WKHVH HYHQWYV 7KH VSOLW SHU FRXQWU\ LV SUHVHQ

JRU WKH SXUSRVH RI WKH FRQVROLGDWHG ILQDQFLDO VWDWHPHQWY WKH FDVK DQG F
FUHGLW LQVWLWXWLRQV LQ OLQH ZLWK WKH ILQDQFLDO UHSRUWLQJ FODVVLILFDWLRQ
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2YHUYLHZ Rl HISRVXUH WR VRYHUHLIQ GEHEWFDWWHRU HQG
YDOXH LQ

HV
G
\%

MYHVWPHQW VHFXULW

H L
V DO

SPRUWL Q
DOg2g, &RV&S@WDQFH

&RXQWU\

%HOJLXP
*HUPDQ\

IX[HPERXUJ o
1HWKHUODQGYV

8QLWHG 6WDWHYV o o
YUDQFH o

,JUHODQG o
,WDO\
6SDLQ o) o) o)

B8QLWHG
.LQJGRP

&DQDGD
-DSDQ 6
)LQODQG

2WKHU

O

o OO O

727%/

2WKHU LQFOXGH PDLQO\ WKH LQYHVWPHQW VHFXULWLHV IURP (X
RWKHU KHOG IRU WUDGLQJ SRVLWLRQV ZLWK &KLQD ODFDR 6SF
DQG 'HQPDUN

&UHGLW 4XDOLW\ E\ &0DVV RI )LQDQFLDO $VVHWYV
&UHGLW LV DSSURYHG WKURXJK WKH FUHGLW ULVN IXQFWLRQ F

WROHUDQFHV RI (XURSHDQ %DQN $00 FRXQWHUSDUWLHV FOL
DOORFDWHG D FUHGLW UDWLQJ LQ DFFRUGDQFH ZLWK WKH %1< O

*LYHQ WKHVH DUH H[SRVXUHV WR FHQWUDO EDQNV WKHVH FDVK EDODQFHV DUH LQF
FRPSOHWHQHVV SXUSRVHYV
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%1< OHOORQxV LQWHUQDO PHWKRGRORJ\ IRU ERUURZHU UDWLQ.
GHGLFDWHG LQWHUQDO DVVHVVPHQW 7KH LQWHUQDO UDWLQJ V
WR LQWHUQDOO\ HVYWLPDWHG SUREDELOLWLHV RI GHIDXOW 7Kt
FODVV RI DVVHW IRU DOO ILQDQFLDO DVVHWV H[SRVHG WR FU|
LQWHUQDO FUHGLW UDWLQJ V\VWHP 7KLV V\VWHP FDQ EH OLQ
DYDLODEOH RQ WKH PDUNHW 7KH DPRXQWV UHSUHVHQW WKH

DFFRUGLQJ WR UHJXODWRU\ UXOHV 7KHUH DUH QR LPSDLUHC
(XURSHDQ %DQN LQ QLO

QWHUQEDG ORRG\xV+HOG IRUDODQFHV,QYHVWPHQWRDQ
% 1< YDCBH-T(&WYDO\/HLQW\GLQZJLWK VHFEXULWLHDQG
OHOORQJ GHVJUDGHV &HQWUB EHLYDEO
UDWLQJ %DONV J)92&, UW'—MU

RVW

PLOOLRQOOLRQ

$$%$ $$ $DD $D

$$ $$ $D $

$ 3

$ %%%$ %DD o

% % %

% % % %DD %D

%% %%

%% %

%% % %980 % o) o o o
7TRWDO

,QYHVWPHQW VHFXULWLHY DUH UDWHG EDVHG RQ WKH ORZHU RI WKH WZR H[WHUQDO FU

,W LV (XURSHDQ %DQNxV SROLF\ WR PDLQWDLQ DFFXUDWH DQG F
SRUWIROLR 7KLV IDFLOLWDWHY IRFXVHG PDQDJHPHQW RI WKH L
FUHGLW H[SRVXUHVY DFURVVY DOO OLQHV RI EXVLQHVV JHRJUDSK

7KH UDWLQJ V\VWHP LV VXSSRUWHG E\ D YDULHW\ RI ILQDQFLDC
PDUNHW LQIRUPDWLRQ WR SURYLGH WKH PDLQ LQSXWYV IRU WKI
DFFRUGDQFH ZLWK (XURSHDQ %DQNxV UDWLQJ SROLF\ 7KH ULVI
UHJXODUO\

7KH IROORZLQJ WDEOH VHWYV RXW LQIRUPDWLRQ DERXW WKH FU]I
DW DPRUWLVHG FRVW DQG )92&, G/HEWW EVYVEWORHQWYWDJH DQC
([SODQDWLRQV RQ WKH VWDJHY FODVVLILFDWLRQ LV LQFOXGHG |
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6WDJH 6WDJH 6WDJH

, Q , Q , Q
DO EDQNV DQG
F

R
DPRUWLVHG FRVW
* IDEHV , QMK HOAJ IDGH

*UDGHYV 1RQ LQYHVWPHQW
JUDGH

*UDGH &ULWLFLVHG DVVHW
*UDGHV "HIDXOW o o

o O

7TRWDO
Q

/IRVV DOORZDQFH

&DUU\LQJ DPRXQW

ol ol O O O

'"HEW LOQYHVWPHQW VHFXULWLHYVY DW
DPRUWLVHG FRVW

* IDEHV , QMHK HOAJ IDGH

/IRVV DOORZDQFH

ol O O O

ol Ol O O

&DUU\LQJ DPRXQW

'"HEW LQYHVWPHQW VHFXULWLHYV
FDUULHG DW )92&,

* DAV ,QMHR HOAJ IDGH

/IRVV DOORZDQFH

ol O O O

&DUU\LQJ DPRXQW

ol O O O

,PSDLUPHQW $VVHVVPHQW $SPRXQWYV

ORVV (&/

JRU DFFRXQWLQJ SXUSRVHV WKH PHDVXUHPHQW RI

IRU (&/

'"HILQLWLRQ RI GHIDXOW

8QGHU ,)56 (XURSHDQ %DQN ZLOO FRQVLGHU D ILQDQFLDO DV

ERWK RI WKH IROORZLQJ FRQGLWLRQVY DUH PHW

a (XURSHDQ %DQN GHWHUPLQHV WKDW WKH REOLJRU LV XQOLl

DULVLQJ

LPSDLUPHQ
H[SHFWHG FUHGLW ORVV U(&/U DFFRXQWLQJ PRGHO 7KH GHILC

WKH LQVWLWXWLRQ WKH SDUHQW XQGHUWDNLQJ RU DQ\
UHFRXUVH E\ (XURSHDQ %DQN WR DFWLRQV VXFK DV UHDOL]
7KH REOLJRU LV SDVW GXH PRUH WKDQ GD\V RQ DQ\ P
(XURSHDQ %DQN LWV XOWLPDWH SDUHQW XQGHUWDNLQJ
XQGHUWDNLQJ 7KH DVVHVVPHQW RI QXPEHU RI GD\V SDVW
ILUVW PLVVHG SD\PHQW 7KH WULJJHU WR FRXQW SDVW GX|
OHJDO REOLJDWLRQ IRU PDQGDWRU\ SD\PHQW KDV EHHQ HV\
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6LJQLILFDQW LQFUHDVH LQ FUHGLW ULVN
, QWHUQDO FUHGLW UDWLQJ EDVHG DSSURDFK LV XVHG IRU ZKRO|

7KH (XURSHDQ %DQN DOORFDWHV WR H[SRVXUHV D FUHGLW ULVI
FUHGLW MXGJPHQW DQG D YDULHW\ RI GDWD WKDW LV SUHGLFW
ZLOO XVH LWV SRLQW LQWHUQDO FUHGLW UDWLQJ VFDOH WR C
IRU ZKROHVDOH H[SRVXUHVY FDVK DQG GXH IURP EDQNV LQWHUF
RYHUGUDIWY DQG XQIXQGHG FRPPLWPHQWY DQG OHWWHUV RI FU

a ,QYHVWPHQW JUDGH
a &ULWLFL]HG DVVHW UDWLQJ
a 'HIDXOW UDWLQJ

&UHGLW ULVN JUDGHV DUH GHILQHG DQG FDOLEUDWHG VXFK
HISRQHQWLDOO\ DV WKH FUHGLW UDWLQJ GHWHULRUDWHY $ VLJ
WR VWDJH WZR RFFXUV IRU VXFK H[SRVXUHV ZKHQ WKHUH KDV E
LQLWLDO UHFRJIJQLWLRQ RI WKH H[SRVXUH $V D EDFNVWRS DQ
'3 LV FRQVLGHUHG WR KDYH H[SHULHQFHG D VLJQLILFDQW LQ
H[SRVXUHV ZLWK D FULWLFL]HG DVVHW UDWLQJ ZLOO EH G
LQFUHDVH LQ FUHGLW ULVN FRPSDUHG ZLWK WKH PD[LPXP LQLWI
IURP D VLIJQLILFDQW LQFUHDVH LQ FUHGLW ULVN RFFXUV ZKHQ C
WZR QRWFKHV IURP WKH UDWLQJ ZKHQ LW LQLWLDOO\ zZzDV PRYH
WKDQ IRXU JUDGHV EHORZ LQLWLDO UHFRJQLWLRQ GDWH UDWLQ
$ PLQLPXP FXUH SHULRG RI VL[ PRQWKYV LV DSSOLHG HYHQ LQ W
UDWLQJV XSJUDGH RFFXUV ZLWKLQ D VL[ PRQWK WLPH SHULRG

/IRZ FUHGLW ULVN H[FHSWLRQ LV DSSOLHG WR LQYHVWPHQW V#}
HQWLW\ WR DVVXPH WKDW FUHGLW ULVN KDV QRW LQFUHDVHG \
FUHGLW ULVN RQ WKH H[SRVXUH LV ORZ DW WKH UHSRUWLQJ
DSSURDFK WR LQYHVWPHQW VHFXULWLHY WKDW KDYH DQ LQWH
JUDGH

,QSXWV LQWR PHDVXUHPHQW RI (&/

7KH NH\ LQSXWV LQWR WKH PHDVXUHPHQW RI (&/ DUH
a SUREDELOLW\ RI GHIDXOW 3
a ORVV JLYHQ GHIDXOW [*' DQG
a H[SRVXUH DW GHIDXOW ($'

7KH PHDVXUHPHQW LV EDVHG RQ 3RLQW LQ 7LPH 3L7 SDUDPHYV
(XURSHDQ %DQN VWDWLVWLFDO PRGHOV IRU GHULYDWLRQ RI WE
XVLQJ PDFURHFRQRPLF YDULDEOHVY IURP WKH IRUZDUG ORRNLC
(XURSHDQ %DQN PHDVXUHV (&/ FRQVLGHULQJ WKH ULVN RI GHID?
SHULRG IRU ZKLFK LW LV H[SRVHG WR FUHGLW ULVN RU ZKHUF
SHULRG RYHU ZKLFK (XURSHDQ %DQN FRXOG OLTXLGDWH RU RWE
XVHG IROORZ %1< OHOORQ SROLFLHY UHJDUGLQJ ORGHO 5LVN 0D/

7KH H[SHFWHG FUHGLW O R'WF HDRE MHDIWV HQ CL@O LR Q

YRUZDUG ORRNLQJ LQIRUPDWLRQ

(XURSHDQ %DQN LQFRUSRUDWHY IRUZDUG ORRNLQJ LQIRUPDWLR
FUHGLW ULVN Rl DQ LQVWUXPHQW KDV LQFUHDVHG VLJQLILFD
PHDVXUHPHQW RI (&/
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, QWHUQDO FUHGLW UDWLQJY XVHG LQ GHWHUPLQLQJ VLJQLILFCL
HISRVXUHVY WDNH LQWR DFFRXQW IRUZDUG ORRNLQJ LQIRUPDWLF

(&/Vv DUH FDOFXODWHG EDVHG RQ WKH SUREDELOLW\ ZHLJKWH
VFHQDULRY 6FHQDULRYV DUH SURYLGHG E\ DQ HIWHUQDO SURYL
PRGHO WR GHULYH DOO YDULDEOHYV QHHGHG E\ WKH ULVN PRGHC
2SWLPLVWLF DQG 3HVVLPLVWLF 7KRVH PRGHOV LQFRUSRUDWH
ZHLJKW RI HDFK VFHQDULR LV GHWHUPLQHG E\ FDOLEUDWLQJ Wl
VFHQDULR 7KH ZHLJKWLQJ LV WKHQ EH UHYLHZHG E\ DQ (FRQRPI

7KH IROORZLQJ WDEOH VKRZV UHFRQFLOLDWLRQ RI WKWKRSHQLQ
ORVV DOORZDQFH E\ FODVV RI ILQDQFLDO LQVWUXPHQW $00 H[S
RQHV PHQWLRQHG LQ 6WDJH H[SOLFLWO\ 1R H[SRVXUHV LQ 6WL

/RDQV DQRA ZKLFKQYHVWPHQW RI ZKLFK
DGYDQFHBMWDJH VHFXULWLHRMWDO,QGLYLGXDO
Q Q .Q .Q .Q

$W -DQXDU\

,QFUHDVH GXH WR RULJLQDWLRQ

'"HFUHDVH GXH WR GH UHFRJQLWLRQ

&KDQJH LQ FUHGLW ULVN

1HW UH PHDVXUHPHQW o o o o
JRUHLJQ H[FKDQJH DQG RWKHU

$W 'HFHPEHU

O

/R DQBYHVWPHQW
FNWF

DQ
DGYDQFNWFXULWLHMWDO
Q
D

VQ
7UDQVIHUV EHWZHHQ 6WDJH DQG

6WDJH
7R 6WDJH IURP 6WDJH
7R 6WDJH IURP 6WDJH

$ ORDQ LV FRQVLGHUHG QRQ SHUIRUPLQJ ZLWK UHJDUG WR D SDI
XQOLNHO\ WR SD\ LWV FUHGLW REOLJDWLRQV WR WKH LQVWLWXYV
VXEVLGLDULHV LQ IXOO0O ZLWKRXW UHFRXUVH E\ %1<0 WR DFWLR
REOLJRU LV SDVW GXH PRUH WKDQ GD\V RQ DQ\ PDWHULDO FUFE
SDUHQW XQGHUWDNLQJ RU DQ\ RI LWV VXEVLGLDULHYV

7KHUH DUH QR SDVW GXH RQ ,QYHVWPHQW 6HFXULWLHV DQG &D
%DQNV

DU LQ 8NUIDASIH-WV RQ ([SHFWHG &UHGLW /RVV IUDPHZRUN

7KH ZDU LQ 8NUDLQH LPSDFWHG WKH OHYHO RI (&/ LQ (XURSHDQ

O ,W LPSDFWHG WKH PDFURHFRQRPLF RXWORRN ZKLFK DV D U

UHODWHV WR WKH ZDU LQ 8NUDLQH UHVXOWLQJ LQ KLJKHU

FKDLQ FRQVWUDLQWY DV ZHOO DV SDQGHPLF FRQVLGHUDW
WLIKWHQLQJ PRQHWDU\ SROLFLHV

O 7KH 5XVVLDQ VDQFWLRQV WULJJHULQJ WKH FUHDWLRQ RI

H[SRVXUHV WKH UHODWHG H[SRVXUHV UHFHLYHG WKH UDWIL

D QHDU GHIDXOW LQWHUQDO UDWLQJ 7KH PDWXULW\ ZD\
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'XULQJ WKH \HDU IXUWKHU OHJDO LQYHVWLJDWLRQV ZHUH FRQG
(XURSHDQ %DQN KDV OLPLWHG GOUUBRV&AUWVIRU WKH 6 DFFRXQW

7KH (&/ IRU (XURSHDQ %DQN KDV YDULHG GXULQJ LQ OLQH
LQFUHDVLQJ DW WLPHV Rl SHVVLPLVWLF SUHYLVLRQV DQG GHF
ZHOO DV ZKHQ OHJDO RSLQLRQ HYROYHG 7KH VFHQDULRV WDNH
FXUUHQW YLHZ RQ KRZ WKH VLWXDWLRQ FRXOG HYROYH

,QGLYLGXDOO\ DVVHVVHG DOORZDQFHYV

(XURSHDQ %DQN GHWHUPLQHV WKH DOORZDQFHV DSSURSULDWH
RQ DQ LQGLYLGXDO EDVLV ,WHPV FRQVLGHUHG ZKHQ GHWHUPL
VXVWDLQDELOLW\ RI WKH FRXQWHUSDUW\xV EXVLQHVYV SODQ L\
ILQDQFLDO GLIILFXOW\ KDV DULVHQ SURMHFWHG UHFHLSWV DQ((
HQVXH WKH DYDLODELOLW\ RI RWKHU ILQDQFLDO VXSSRUW Wtk
WLPLQJ RI WKH H[SHFWHG FDVK IORZV ,PSDLUPHQW DOORZDQF!
GDWH XQOHVV XQIRUHVHHQ FLUFXPVWDQFHY UHTXLUH PRUH FDL

(XURSHDQ RKADQNHFRUGHG DQ LQGLYLGXDOO\ DPVL\NCHOAVRHEG LIO ORZ |
PLOOLRQ

(XURSHDQ %DQN GLG QRW PDNH DQ\ FROOHFWLYH DVVHVVPHQW
EDODQFHYVY RI LWV ORDQV DQG DGYDQFHVY RXWVLGH WKH RQHYV
VLIQLILFDQW ZHUH DVVHVVHG WR EH FXPXODWLYHO\ LPPDWHULI

(XURSHDQ %DQN KDV QRW UHFRUGHG DQ\ DOORZDQFHRQ@ D FROO
&RPPLWPHQWY DQG *XDUDQWHHV

(XURSHDQ GHM QRW HQWHU LQWR LUUHYRFDEOH FRPPLWPHQW

HIWHUQDO FX\KWMRPIHH EWODQFH VKHHW LWHPV RI (XURSHDQ %DQN

RU UHQWDO FRPPLWPHQWY DQG VWDWH JXDUDQWHHY RQ GHEW
ORDQ FRPPLWPHQWYV )RU PRUH GHWDLOV SOHDVH UHIHU WR QRW

5HIXODWRU\ DQG (FRQRPLF &DSLWDO 5HTXLUHPHQWYV

(FRQRPDBSLAVDO UHTXLUHPHQRMRYRULRUHBUMWGUWVNLVN DQG LQWU
UHVXOWHG LQ DQ XQDXGLWHBOLURRRXQW IRIOYRQVXV WKH 3LOOD
FDOFXODWIOR@BLRQ PLOOLRQ
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LTXLGLW\ 5LVN DQG )XQGLQJ ODQDJHPHQW
BRXUFH RI 5LVNV

(XURSHDQ %DQN GHILQHV /LTXLGLW\ DV WKH DELOLW\ WR DFFHV\
TXLFNO\ DQG HIILFLHQWO\ RU WR UROO RYHU RU LVVXH QHZ GHE
SHULRGV RI PDUNHW VWUHVY DW D UHDVRQDEOH FRVW LQ RUGH
REOLJDWLRQV

/ILTXLGLW\ ULVN FDQ DULVH IURP IXQGLQJ PLVPDWFKHV PDUNHW
DVVHWVY WR FDVK LQDELOLW\ WR KROG RU UDLVH FDVK GHSRVL)
&KDQJHV LQ HFRQRPLF FRQGLWLRQV RU H[SRVXUH WR FUHGLW P
UHSXWDWLRQ ULVNVY DOVR FDQ DIIHFW WKH DSSOLFDEOH %1< OH«(
FRQVLGHUHG LQ WKH OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN

(IHFXWLRQ RI WUDQVDFWLRQV IRU GD\ WR GD\ QKURISGID/Q\ PDQDJ
%DQN &RUSRUDWHKHUKDREHDQ %DQN J)LQDQFH WHDP SURYLGHV L
DQG OLTXLGLW\ SRVLWLRQV WR (XURSHDQ %DQN &RUSRUDWH 7U}
FDSLWDO DQG OLTXLGLW\ UDWLRV ZLWKLQ LQWHUQDO ULVN DSSt

(XURSHDQ %DQN DLPV WR EH VHOI VXIILFLHQW IRU OLTXLGLW\ DC
VKHHW DW DOO WLPHV (XURSHDQ %DQNxV EDODQFH VKHHW LV O
JHQHUDWHG WKURXJK LWV DVVHW VHUYLFLQJ FXVWRG\ DQG RWk
ODQDJHPHQW 7UHDVXU\ 6HUYLFHV HWF DFWLYLWLHV /LDELOL\
PDLQO\ RI WKLUG SDUW\ FOLHQW GHSRVLWY DQG LQWHUFRPSDQ\
RSHUDWLRQDO LQ QDWXUH DQG H[KLELW D GHJUHH Rl VWDELOLW

(XURSHDQ %DQN PDLQWDLQV DPSOH OLTXLGLW\ EXIIHUV IRU GD\
$SDUW IURP RSHUDWLRQDO FOLHQW RYHUGUDIWY (XURSHDQ %D
DQG WKHUHIRUH IXQGLQJ DVVHWYV LV QRW D VLJQLILFDQW XVH R
SHULRGLFDOO\ DSSHDU RQ (XURSHDQ %DQNxV EDODQFH VKHHW
/ILTXLGLW\ IURP FXVWRPHU DQG LQWHUFRPSDQ\ GHSRVLWV RQ W
IROORZLQJ ZD\V

a 30DFHG RYHUQLJKW RQ GHPDQG ZLWK QDWLRQDO FHQWUDO

EUDQFKHV ZKHWKHU LW KDV DFFHVV WR WKHVH FHQWUDO EL

a 8VHG WR IXQG WKH VHFXULWLHV SRUWIROLR SULPDULO\ |
$VVHWV +4/%
30DFHG VKRUW WHUP LQ VWOHRHORMWHWUEWRDNQPRYQNHWDU PDWXL
8VHG WR IXQG RYHUGUDIWYV ZKLFK DUH PDLQO\ RSHUDWLRQ
30DFHG VKRUW WHUP ZLWK RWKHU %1< OHOORQ HQWLWLHYV
2WKHU FXUUHQFLHV PD\ EH OHIW RQ 1RVWUR DFFRXQWV [
H[WHUQDOO\ VZDSSHG LQWR DQRWKHU FXUUHQF\ RU SODFH

Qs QO Qs Q-
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IHVV QRPLQDO
2YHUQL WKDQ ® WLOOPRQW \HDU 2YHU LQIORZ %RRN
JKW2Q GHPDQGZHHN PRQWKYV \HL \HDUV \HDUV RXWIORZ 9DOXH
, Q
,Q , Q ,Q ,Q ,Q ,Q ,Q ,Q
1RQ GHULYDWLYH
DVVHWYV
&DVK DQG
FDVK )
EDODQFHV O o o o) o o
ZLWK FHQWUDO
EDQNV
/RDQV DQG
DGYDQFHV
T o o
FXVWRPHUV
L,QYHVWPHOQ
VHEXULwWLRY © © © ©
o)
1RQ GHULYDWLYH
OLDELOLWLHYV
'"HSRVLWV O o)
"HSRVLWV
IURP .
Fiowupbo O o o o o o
EDONYV
6XERUGLQDW % %
HG OLDELOLWLHV
/ROJ WHUP © o o o o o o o o
GHEW
2WKHU ) ) ) )
ILQDQFLDO O o o o)

OLDELOLWLHYV

o

/ILTXLGLW\ 5LVN ODQDJHPHQW )UDPHZRUN

(XURSHDQ %DQN KDV LQ SODFH D JRYHUQDQFH VWUXFWXUH FR
DFWLYLWLHY DQG LWV OLTXLGLW\ SURILOH /LTXLGLW\ ULVN LV
DQG IXQFWLRQDO SHUVSHFWLYH WKURXJK YDULRXV FRPPLWWHH)

7KH JRDO RI (XURSHDQ %DQNxV OLTXLGLW\ PDQDJHPHQW LV WF
GHILQHG XQGHUVWRRG DQG HIIHFWLYHO\ PDQDJHG WKURXJK ZF
WKLV FRQWH[W (XURSHDQ %DQN KDV HVWDEOLVKHG D UREXVW
WKDW LV IXOO\ LQWHJUDWHG LQWR LWV ULVN PDQDJHPHQW SURF

7KH OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN LV SUHSDUHG LQ
IRUWK E\ WKH UHJXODWRUV DQG HQFRPSDVVHV WKH XQLTXH
(XURSHDQ %DQN
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7KH SULPDU\ REMHFWLYH RI WKH OLTXLGLW\ ULVN PDQDJHPHQW
KLJK GHJUHH RI FRQILGHQFH (XURSHDQ %DQN LV LQ D SRVLWL
REOLJDWLRQV DQG ZLWKVWDQG D SHULRG RI OLTXLGLW\ VWU
LGLRV\QFUDWLF PDUNHW ZLGH RU ERWK

(XURSHDQ %DQNxV OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN LV

D (QVXUH WKDW ULVNV DUH LGHQWLILHG PRQLWRUHG UHS!
SURSHUO\

E 'HILQH DQG FRPPXQLFDWH WKH W\SHV DQG DPRXQW RI ULVN\

F &RPPXQLFDWH WR WKH DSSURSULDWH OHYHO ZLWKLQ (XURS
ULVN WDNHQ

G ODLQWDLQ D ULVN PDQDJHPHQW RUJDQL]DWLRQ WKDW LV
DFWLYLWLHV DQG

H 3URPRWH D VWURQJ ULVN PDQDJHPHQW FXOWXUH

7KH IUDPHZRUN FRQVLVWY RI D QXPEHU RI GLVWLQFW HOHPHQW\

D :ULWWHQ DQG DSSURYHG SROLFLHV WKDW GHILQH WKH OL
VWUDWHJ\ SULQFLSOHV DQG LQFOXGHV UHSRUWLQJ UHTXL!I
OHYHOV (XURSHDQ %DQN KDV LQ SODFH WKH IROORZLQJ SF
IRU PDQDJLQJ OLTXLGLW\ DQG IXQGLQJ ULVN WKDW DUH XSG

L (XURSHDC /LTXLGLW\ $GGHQGXP
LL (XURSHDQ %DQN ,QWUDGD\ /LTXLGLW\ )UDPHZRUN
LLL(XURSHDQ %DQN &RQWLQJHQF\ )XQGLQJ 30DQ

E $ JRYHUQDQFH VWUXFWXUH WKDW LQFOXGHYV (XURSHE
UHVSRQVLEOH IRU WKH HVWDEOLVKPHQW RI DQ DSSURSULD
DQG ULVN PDQDJHPHQW SURFHVV LQFOXGLQJ OLTXLGLW\ SF
WKH OLTXLGLW\ VWUHVV WHVWLQJ IUDPHZRUN 2YHUVL
(XURSHDQ %DQN $/&2 DQG (XURSHDQ %DQN ([&R WKDW DUH
DQG PRQLWRULQJ RI OLTXLGLW\ VWUDWHJI\ FRQVLVWHQWO\ :
HQVXUH WKDW VHQLRU PDQDJHPHQW HIIHFWLYHO\ LPSOHPH
DQG GD\ WR GD\ OLTXLGLW\ PDQDJHPHQW ZKLFK LV WK
(XURSHDQ %DQN &RUSRUDWH 7UHDVXU\ ZLWK LQGHSHQGHQYV
7UHDVXU\ 5LVN

F $ VHW Rl SURFHVVHV WKDW FRYHU WKH LGHQWLILFDWLRQ P
PLWLJDWLRQ RI OLTXLGLW\ ULVN 3URFHVVHV DUH VXSSRU
LQIRUPDWLRQ V\VWHPV DQG DQ RUJDQL]DWLRQDO VWUXFWX
IXQFWLRQV

G $ OLTXLGLW\ VWUHVV WHVWLQJ SURFHVV WKDW LV HVWDE
DELOLW\ WR VXUYLYH D UDQJH RI SODXVLEOH EXW H[WU
VFHQDULRYV DQG DGYHUVH IXQGLQJ FRQGLWLRQV LQFOXGL(
WHVWLQJ (XURSHDQ %DQN XQGHUWDNHV UHJXODU DVVHV
UHVRXUFHV DUH VXIILFLHQW WR FRYHU WKH PDMRU VRXUFH\

H $ PDQDJHPHQW UHSRUWLQJ DQG HVFDODWLRQ IUDPHZRUN ZI
VHQLRU PDQDJHPHQW DQG RYHUVLIJKW FRPPLWWHHV WKUI
FLUFXODWLRQ RI FRPPLWWHH PHHWLQJ PLQXWHYVY LQFOXGL
FDVH RI HIFHSWLRQV WR LQWHUQDO WULJJHUV UHJXODWRU'
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I 5HIXODWRU\ UHSRUWLQJ SHUIRUPHG E\ WKH (XURSHDQ %DC
KRPH KRVW UHJXODWRU\ UHTXLUHPHQWYV

J J)RUPDO FRQWLQJHQF\ IXQGLQJ SODQ &)3 WKDW FOHDUO!
DGGUHVVLQJ OLTXLGLW\ VKRUWIDOOV LQ HPHUJHQF\ VLWXD
IXQGLQJ VRXUFHV LQ RUGHU WR VXUYLYH D SHULRG RI OLT);
LQWR WKH 5HFRYHU\ 30DQ VKRXOG WKH FULVLV VLWXDWLR
LQWR D UHFRYHU\ SKDVH

K 5HJXODU WHVWLQJ RI PDUNHW DFFHVYVY DQG IXQGLQJ VRXUFL}
FDVH RI D OLTXLGLW\ FULVLVY VLWXDWLRQ

ODUNHW 5LVN
6RXUFH RI 5LVNV

ODUNHW WGININQH®/KHV ULVN RI ILQDQFLDO ORVV RU DGYHUVH F
FRQGLWLRQ RI %1< UHVXOWLQJ IURP PRYHPHQWY LQ PDUNHW UL
EXW DUH QRW OLPLWHG WR LQWHUHVW UDWHV IRUHLJQ H[FKDC
FUHGLW VSUHDGVY SUH SD\PHQW UDWHYVY FRPPRGLW\ SULFHV DV
WUDGLQJ DQG LQYHVWPHQW SRUWIROLRYV

ODUNHW ULVN LV D VIVWHPLF ULVN ORYHPHQWVY LQ PDUNHWV D
%DQN ODUNHW ULVN WR (XURSHDQ %DQN LV UHYLHZHG EHORZ L
VKHHW DQG LPSDFW RQ UHYHQXHV DQG FRQVHTXHQWO\ LWV SU
SRUWIROLRYV

7KH (XURSHDQ %DQN EHDUV WUDGHG PDUNHW ULVN LQWHU DOLLCL
PDLQO\ LQ IRUHLJQ H[FKDQJH SURGXFWV 7KH &RUSRUDWH 7UHD\
PDQDJH EDQNLQJ ERRN ); SRVLWLRQ LV FODVVLILHG DV KHOG IR
SHUVSHFWLYH

JROORZLQJ W\SHV RI PDUNHW ULVN DUH LQKHUHQW LQ (XURSHD
5LVN DOVR SDUW RI 7TUDGHG ODUNHW 5LVN E ,QWHUHVW 5DW|
F &UHGLW 6SUHDG 5LVN LQ WKH %DQNLQJ %RRN G &UHGLW 9
H 3HQVLRQ 5LVN

a4 (XURSHDQ %DQN UHYHQXHV DUH GHQRPLQDWHG LQ D PL[ R
SURSRUWLRQ RI WKH EDQNxV FRVWV DUH GHQRPLQDWHG
FXUUHQF\ PLVPDWFK EHWZHHQ UHYHQXHYV DQG FRVW WKH E
WR WKLV ULVN &XUUHQF\ ULVN LV DOVR FRPLQJ IURP WKH
WUDGLQJ ERRN

a4 &UHGLW 9DOXDWLRQ $GMXVWPHQW &9$% ULVN UHODWHV WHF
iUHDVXU\ PDQDJHPHQW DQG ); WUDGLQJ DFWLYLW\

a ,QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN ,55%% UHIH!
WR WKH EDQNxV HDUQLQJV DQG FDSLWDO DULVLQJ IURP PR"
WKH EDQNxV EDQNLQJ ERRN SRVLWLRQV DQG UHODWHG UF
SXUSRVH Rl WKH PDQDJHPHQW RI ,55%% LV WR PDQDJH
PRYHPHQWY E\ PDQDJLQJ WKH H[SRVXUH WR YRODWLOL
SHUIRUPDQFH Rl 1HW ,QWHUHVW ,QFRPH LQFOXGLQJ )[ VZD
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OLPLWLQJ WKH YRODWLOLW\ RI WKH (FRQRPLF 9DOXH RI (T
WKH WUDGLQJ ERRN LV QRW PDWHULDO

4 &UHGLW 6SUHDG ULVN LQ WKH EDQNLQJ ERRN &65%% UHIH
ULVN WR WKH EDQNxV HDUQLQJY DQG FDSLWDO DULVLQJ IU
VSUHDGY DQG PDUNHW OLTXLGLW\ VSUHDGVY WKDW DIIHFW
7KH SULPDU\ SXUSRVH RI &65%% PDQDJHPHQW LV WR PDQDJ
DULVLQJ IURP FUHGLW VSUHDG PRYHPHQWY E\ PDQDJLQJ W
,QWHUHVW ,QFRPH 1,, DQG ODUNHW 9DOXH 09 RI VHFXULV
6DOH $)6 DQG E\ FRQWUROOLQJ WKH YRODWLOLW\ RI WKH
HDFK FDVH LQ D PDQQHU FRQVLVWHQW ZLWK VDIHW\ DQG
DSSHWLWH

a4 ODUNHW ULVN DOVR DULVHV IURP IOXFWXDWLRQV LQ WKH YI
,QYHVWPHQW 3RUWIROLR DQG PDUN WR PDUNHW 070 FKDQ
$YDLODEOH )RU 6DOH $)6 DIIHFW RXU FDSLWDO SRVLWLRQ
,QFRPH 2&,

4 3HQVLRQ@UXNRSHDQ %DQN DULVHV IURP WKH GHILQHG EHQ
WKH HPSOR\HHV 'HILQHG EHQHILW SODQV FRQVWLWXWH D L
FRPSHQVDWH DQ\ VKRUWIDOO LQ WKH IXQGxV JXDUDQWHHG
%HOJLXP DQG *HUPDQ SODQV P\ UHVXOW LQ D OLDELOLW\ IF
SODQVx DVVHWY UHODWLYH WR LWV OLDELOLWLHV DIIHFWYV
DQG WKHUHIRUH FDSLWDO SRVLWLRQ

ODUNHW 5LVN ODQDJHPHQW )J)UDPHZRUN

(XURSHDQ %DQN XQGHUWDNHV PDUNHW ULVN ZLWKLQ WKH ERXQ
DSSURYHG ERDW&HR% 'LUHFWRUV RI 7KH %DQN Rl 1HZ7KRUN OHC
VXEVLGLDULHV WKDW LVVXH 5LVN $SSHWLWH VWDWHPHQWYV DSS
%DQN PXVW XQGHUWDNH PDUNHW ULVN ZLWKLQ WKH ERXQGDULF
(XURSHDQ %DQN PDQDJHV PDUNHW ULVN XVLQJ D UWKUHH OLQH)
EXVLQHVV XQLW VW /2' E\ 5LVN QG /2' DQG E\ ,QWHUQDO $XG

(XURSHDQ %DQN SHUVRQQHO HQJDJLQJ LQ PDUNHW ULVN WDNLQ
PXVW EH H[SOLFLWO\ DXWKRUL]JHG RU PDQGDWHG

7TUHDVXU\ ULVN DQG ODUNHW ULVN OLPLWY DUH VHW FRQVLVWHQ
DQG 5LVN $SSHWLWH VWDWHPHQWY RI VXEVLGLDULHY ZKHUH L
WKH EXVLQHVV XQLWV XQGHUWDNLQJ WKH ULVN DQG WKH OCL
UHVSHFWLYHO\ WKH ILUVW DQG VHFRQG OLQHV RI GHIHQVH

ODUNHW ULVN H[SRVXUH LV PHDVXUHG PRQLWRUHG DQG DQDO
TXDOLWDWLYH PHWKRGV E\ WKH 7UHDVXU\ DQG ODUNHW DQG 7UH

7KH (XURSHDQ %DQN PHDVXUHV PRQLWRUV DQG DQDO\VHV PDL
ZLWK DSSOLFDEOH ODZ UHJXODWLRQV DQG VXSHUYLVRU\ JXLGD

7KH FRQWURO IUDPHZRUN HOHPHQWY DGGUHVVLQJ PDUNHW ULVN
7TUHDVXU\ DQG WKH ODUNHW DQG 7UHDVXU\ 5LVN ODQDJHPHQW 1X
a ORQLWRULQJ RI XWLOL]DWLRQ RI PDUNHW ULVN OLPLWYV RQ I
a S5HSRUWLQJ RI OLPLW XWLOL]DWLRQ DQG OLPLW EUHDFKHV
a &RRUGLQDWLQJ ZLWK EXVLQHVV GDWD SURYLGHUV WR HQVX
Rl GDWD WKDW LV WKH EDVLV IRU PDUNHW DQG WUHDVXU\ U
a 3HULRGLF DW OHDVW DQQXDO OLPLW UHYLHZV
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a &KDOOHQJHV DQG 5HYLHZ RI WKH ILUVW OLQH RI GHIHQVH P

,Q OLQH ZLWK WKH &RUSRUDWH 3ROLF\ WKH (XURSHDQ %DQN PI
FRQWUROV IRU ILUVW DQG VHFRQG OLQH RI GHIHQVH WR HQ'
SUHGHWHUPLQHG OHYHOV UHFHLYH SURPSW PDQDJHPHQW DWWH
a4 /HYHO J/LPLW %RDUG 5LVN $SSHWLWH %RDUG ULVN DSSH
%RDUG RI 'LUHFWRUV RU LWV GHVLJQDWHG FRPPLWWHH
a4 /HYHO J/LPLWV J/LPLWV DW ([&R OHYHO /HYHO ODUNHW 5L
(XURSHDQ %DQN ([&R DQG DUH PRUH FRQVHUYDWLYH JUDQX(
DSSHWLWH OLPLWV
a /HYHO /LPLWV

7KH (XURSHDQ %DQN ODUNHW DQG 7UHDVXU\ 5LVN ODQDJHPHQW
(0($ DQG *URXS 5LVN ODQDJHPHQW IXQFWLRQV SURYLGH

4 ,QGHSHQGHQW UHYLHZ VXSSRUW DQG RYHUVLJKW IRU DOC
PDUNHW ULVN LQFOXGLQJ ,55%% DQG &65%%

4 ODUNHW ULVN LGHQWLILFDWLRQ LQGHSHQGHQW ULVN RYHU'
VHWWLQJ DQG FRPSOLDQFH LQFOXGLQJ HVFDODWLRQ RI
UHTXLUHPHQWYV

7KH FXUUHQW PDUNHW ULVN OLPLW VFKHPH VHW ZLWKLQ WKLYV
%DQN LV FRPSUHKHQVLYH DQG VHWV VWUDLJKWIRUZDUG FRQWU
%DQN LV ZLOOLQJ WR DVVXPH IRU LWV 7UDGLQJ DQG %DQNLQJ %
DQG &65%% SHUPLWWHG LQ WKH (XURSHDQ %DQNxV 7UHDVXU\ DF
ODUNHW DQG 7UHDVXU\ 5LVN IXQFWLRQV UHVSHFWLYHO\ IRU 7UC
ULVNV LQGHSHQGHQWO\ PRQLWRU OLPLW XWLOL]DWLRQ DQG EU
W\SH Rl OLPLW WKDW LV EUHDFKHG DUH HVFDODWHG DQG QRWL!
6HQLRU 5LVN ODQDJHPHQW DQG %XVLQHVV ODQDJHPHQW OHYHOV

ODUNHW BILVGLRRUWIROLRYV

7KH SULQFLSDO WRROV XVHG WR PHDVXUH DQG FRQWURO PDUNH
SRUWIROLRY DUH 9D5 DQG 6WUHVVHG 9D5 7KH 9D5 RI WKH WUDG
HVWLPDWHG ORVV WKDW FDQ DULVH ZLWK D VSHFLILHG SUREDEL
RYHU D VSHFLILHG WLPH SHULRG KROGLQJ SHULRG 7KH 9D5 PR
)+6 EDVHG W WDNHVY PDUNHW GDWD FKDQJHV IURP WKH SUHYL
FRPELQH WKHP ZLWK FDOLEUDWHG *$5&+ SURFHVV WR PRGHO D
VFHQDULRY IRU PDUNHW SULFH PRYHPHQWY &RUUHODWLRQV EH
PRGHOHG E\ WKH )+6 PHWKRGRORJ\ EXW UDWKHU DUH LPSOLFLW
LQGHSHQGHQW PRGHOLQJ RI WKH IDFWRUV 7KH *URXS 9D5 PRGH
DQG D GD\ KROGLQJ SHULRG 7KH UHVXOWV RI WKH 9D5 FDOFXO
EDVH FXUUHQF\ RI 86 'ROODUYVY 7KH 6WUHVVHG 9D5 PRGHO IROOI
VLPXODWLRQ DSSURDFK ZLWK VDPH FRQILGHQFH OHYHO DQG I
LQWR DFFRXQW D GD\V ORQJ VWUHVYV SHULRG GHHPHG WR EH
KROGLQJ FRPSDQ\ 7KH FKRLFH RI WKH VWUHVYV SHULRG LV UHYLI

7KH *URXS 9D5 PRGHOV DUH VXEMHFW WR UHJXODU YDOLGDWLRQ
*URXS WR HQVXUH WKDW WKH\ FRQWLQXH WR SHUIRUP DV H[SHFYV
PRGHO GHYHORSPHQW DUH VWLOO DSSURSULDWH $V SDUW RI W
ZHDNQHVVHV RI WKH PRGHOV DUH DQDO\VHG XVLQJ VWDWLVWLFL

7KH *URXS HVWDEOLVKHV 9D5 OLPLWYV WR PDQDJH WKH VL]H RI R.
VWUXFWXUH RI 9D5 OLPLWYV LV VXEMHFW WR UHYLHZ DQG DSSUR)
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FRPPLWWHH 9D5 DQRG 6WUHVVHG 9D5 OLPLWY DUH DOORFDWHG \
OLPLW XWLOL]DWLRQ DUH PRQLWRUHG GDLO\ DQG UHSRUWHG WR
(XURSHDQ %DQN VHQLRU PDQDJHPHQW $ VXPPDU\ RI WKH WUDGL
WKH (XURSHDQ %DQN ([HFXWLYH &RPPLWWHH PRQWKO\ DQG TXDL
%RDUG $G KRF UHSRUWLQJ LV DOVR SURYLGHG ZKHQ UHTXLUHG

7KH IROORZLQJ LV D VXPPDU\ RI WKH 9D5 DQG 6WUHVVHG 9D5 SR
WUDGLQJ SRUWI'RHGHRPE DY R

86' PLOOLRQ

9DOXH $W 5LVN
6WUHVVHG 9DOXH $W 5LVN

ODUNHW 5LVN O 1RQ WUDGLQJ SRUWIROLRYV

, QWHUHVW UDWH ULVN DULVHV IURP PRYHPHQWY LQ LQWHUHV\
GLIIHUHQFHY EHWZHHQ WKH WLPLQJ RI UDWH FKDQJHV DQG WKH
IURP FKDQJLQJ UDWH UHODWLRQVKLSY DPRQJ GLIITHUHQW \LHOG
ULVN IURP FKDQJLQJ UDWH UHODWLRQVKLSY DFURVVY WKH VSH
DQG IURP LQWHUHVW UHODWHG RSWLRQV HPEHGGHG LQ EDQN SU

, QWHUHVW UDWH ULVN IUDPHZRUN

,QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN ZLOO DULVH IURF
IURP SURGXFWV WKDW LQFOXGH HPEHGGHG RSWLRQDOLW\ WKH
LQWHUHVW UDWH ULVN DQG WKH VKDSH RI WKH \LHOG FXUYH

$V RI 'HFHPEHU HQG GXUDWLRQ RQ WKH DVVHW VLGH LV
SRUWIROLR ZLWK D GXUDWLRQ RI DERXW \HDUV DV WKH UHPI
WHUP PDWXULW\ (XURSHDQ %DQN EDQNLQJ ERRN OLDELOLWLHYV
FOLHQW GHSRVLWV DQG GXUDWLRQ FRPHV PDLQO\ IURP FOLI
GXUDWLRQ

,QWHUHVW UDWH ULVN LV D VWDQGDUG DJHQGD /LWHWVRDUKUR
HVWDEOLVKHG DQG PRQLWRUHG R,Q Q& WD QGWHRORP LR FRPKH R
(9( )XUWKHUPRUH (XURSHDQ %DQNxV PRQLWRUV WKH EDQNLC
ZKLFK PHDVXUHV WKH LPSDFW Rl WKH FKDQJH LQ PDUNHW YDOX
LPSDFWV HTXLW\ WKURXJK 2WKHU &RPSUHKHQVLYH ,QFRPH 2&,
WKH FKDQJH LQ PDUNHW YDOXH RI EXW QRW H[FOXVLYH WR $
PRQWK UROOLQJ SHULRG

7KH ,55%% ULVN PDQDJHPHQW IUDPHZRUN FRQVLVWYV RI D ,55%%
PHWULFV DW WKH OHYHO RI WKH %RDUG RI 'LUHFWRUV DQG ([H
IRUPDO VHFRQG OLQH FKDOOHQJH DQG UHYLHZ SURFHVV DQG HV

JURP DQ HFRQRPLF FDSLWDO SHUVSHFWLYH 3LOODU ,, DGG RQ D
Q (XURSHDQ %DQN &RUSRUDWH 7UHDVXU\ LQWURGXFHG LQWH!

DV D QHZ LQVWUXPHQW WR PLWLIJDWH LOQWHUHVW UDWH ULVN ZL
ELOOIBRQRWLRQDO DPRXQW DUH LQ SODFH WR KHGJH IL[H

LQFOXGLQJ ); VZDS UHYHQXHV
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LQYHVWPHQW SRUWIROLR VHFXULWLHV 7UHDVXU\ ZLOO FRQWLQ:
FRQGLWLRQV RXU OLPLWV DQG FRQVWUDLQWY DQG RXU H[SHFW
SHUVSHFWLYH

6HQVLWLYLW\ DQDO\VLV

JRU UHJXODWRU\ SXUSRVHVY DQ LQWHUHVW UDWH VHQVLWLYLW\
DV VKRZQ EHORZ WKLY SDUDJUDSK

(XURSHDQ %DQN ,55%% PHWULFV DV SHU EHORZ KDYH EHHQ GH)
UDWH ULVN IRU (XURSHDQ %DQN XVLQJ HFRQRPLF YDOXH RI HTXL
,QFRPH 1,, ):6 PHDVXUHV DQG &DSLWDO LQFOXGLQJ 2&, PHDV}
UHVXOWY LQFOXGH VFHQDULRYV WKDW DUH FRQVLVWHQW ZLWK FF
VWDQGDUGY DQG UHJXODWRU\ JXLGDQFH

(9( VFHQDULRV LQFOXGH SDUDOOHO VKRFNV QRQ SDUDOOHO Vi
DGDSWDWLRQV RI WKH (%$ V 6XSHUYLVRU\ 2XWOLHU 7HVW 627 L
(:, XQGHU VWDQGDUGL]HG VKRFN VFHQDULRYV

1HW LQWHUHVW ,QFRPH LQFOXGH SDUDOOHO VKRFNV QRQ SDUI
XS DQG GRZQ VKRFNYV

7KH ILJXUHV DUH FRPSXWHG ZLWKLQ %1<0 FRUSRUDWH $/0 V\VW
DQG DVVXPSWLRQV

$V WKHVH ILIXUHYVY DUH EDVHG RQ LQWHUQDO DVVXPSWLRQV WK
LQ WKH SLOODU GLVFORVXUH

'"HVFULSWLRQ $FWXDO $FWXDO

ESV 1,, 6HQVLWLYLW\ PRQWK IRUHFDVW

ESV (9( VHQVLWLYLW\

JXUWKHUPRUH ,QYHVWPHQW 3RUWIROLR 2&, VFHQDULR HYDOXD
WKH IDLU YDOXH RI WKH 6HFXULWLHYV 3RUWIROLR RQ D UROOLQJ

&UHGLW VSUHDG ULVN DQG PDUN WR PDUNHW ,QYHVWPHQW 3RUW

ORYHPHQWYV LQ FUHGLW VSUHDGV LPSDFW WKH HFRQRPLF YDOXF
WKH %DQN DQG DFFRXQWHG XQGHU WKH EDQNLQJ ERRN FDWHJF
DUH QRW RWKHU PDWHULDO DVVHW RU OLDELOLWLHV LWHPV V:
RWKHU WKDQ ZLWKLQ WKH LQYHVWPHQW SRUWIROLR

&UHGLW 6SUHDG 5LVN LQ WKH %DQNLQJ %RRN &65%% OLPLWYV
WKH HFRQRPLF YDOXH RI HTXLW\ (9( VHQVLWLYLW\ )XUWKHUPR
QR OLPLWY DVVLIQHG WR WKH QHW LQWHUHVW LQFRPH 1,, VI
PDUNHW YDOXH VHQVLWLYLW\ ZKLFK PHDVXUHV WKH LPSDFW RI \
ERRN SRVLWLRQV ZKLFK LPSDFWV HTXLW\ WKURXJK 2WKHU
JXUWKHUPRUH WKH FUHGLW VSUHDG ULVNV RQ WKH LQYHVWPHQ
D GDLO\ EDVLYVY ZLWK GHGLFDWHG OLPLWYVY VHW LQ WHUPV RI FUH
ZHHNO\ 6WUHVVHG PDUN WR PDUNHW HVWLPDWH RQ WKH LQYHVYV
DQG VHYHUH VFHQDULRYV
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7KH &65%% ULVN PDQDJHPHQW IUDPHZRUN FRQVLVWY RI D &65%¥9
PHWULFV DW WKH OHYHO RI WKH %RDUG Rl 'LUHFWRUV DQG ([H
IRUPDO VHFRQG OLQH FKDOOHQJH DQG UHYLHZ SURFHVV DQG HV

(XURSHDQ %DQN &65%% PHWULFVY KDYH EHHQ GHYHORSHG WR DV
(XURSHDQ %DQN XVLQJ HFRQRPLF YDOXH RI HTXLW\ (9( PHDVXU
PHDVXUHV DQG )DLU 9DOXH PHDVXUHV XQGHU LQWHUQDOO\ GHY
FUHGLW VSUHDG WLJKWHQLQJ VFHQDULRYV

7KH ILIJXUHV DUH FRPSXWHG ZLWKLQ %1<0 FRUSRUDWH $/0 V\VW
PRGHOV DQG DVVXPSWLRQV

ODUN WR PDUNHW OLPLWY DUH LQ SODFH RQ WKH LQYHVWPHQW
YDOXH WKURXJK RWKHU FRPSUHKHQVLYH LQFRPH DQG RQ WRWI
PRQLWRU WKH SRWHQWLDO LQYHVWPHQW SRUWIROLR XQUHDOL]F

&XUUHQF\ 5LVN

&XUUHQF\ ULVN LV WKH ULVN WKDW WKH YDOXH RI D ILQDQFLDO
LQ IRUHLJQ H[FKDQJBFBRWGBINQFH ZLWK (XURSHDQ %DQNxV SR
PRQLWRUHG RQ D GDLO\ EDVLV DQG KHGJLQJ VWUDWHJILHV D
PDLQWDLQHG ZLWKLQ H@WDEOUWKRG QOXBRWNDQ %DQN DSSOLHV
SURFHVV LQ RUGHU WR UHGXFH IRUHLJQ H[FKDQJH H[SRVXUH JH
7KLV LV GRQH WKURXJK IRUHLJQ H[FKDQJH IURP WKH FXUUHQF\ 1
WKH HQWLW\

7KH WDEOH EHORZ LQGLFDWHY D VSOLW RI WKH VWDWHPHQW
DPRXQWYV DW \HDU HQG SHU FXUUHQF\

&EXUUHQFLHVY H[SRVXUHV EHIRUH HFRQRPLF KHGJH

(85 *% 3 86" 2WKHU 7TRW
'"HFHPEHU , Q , Q , Q , Q , Q
7RWDO DVVHWYV

7TRWDO OLDELOLWLHYVY DQG VKDUHKROGHUXxV
HTXLW\

7KH VWDWHPHQW RI 6
ILQDQFLDO SRVLWLRQ QHW

'"HFHPEHU
7TRWDO DVVHWYV

7RWDO OLDELOLWLHV DQG VKDUHKROGHU=xV

HTXLW\

7TKH VWDWHPHQW RI 6
ILOQDQFLDO SRVLWLRO OHW

7KH WDEOH EHORZ LQGLFDWHYVY WKH FXUUHQFLHV WR ZKLFK (XUR
'"HFHPEHU RQ LWV QRQ WUDGLQJ PRQHWDU\ DVVHWYV DQG OLD
IORZV

7KH DQDO\VLV FDOFXODWHYVY WKH HIIHFW RI D UHDVRQDEO\ SRV
DIJDLQVW WKH (XUR ZLWK DOO RWKHU YDULDEOHV KHOG FRQVYV
SURILW DQG ORVV DQG RWKHU FRPSUHKHQVLYH LQFRPH DQG HT
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UHIOHFWV D SRWHQWLDO QHW UHGXFWLRQ LQ FRQVROLGDWHG
FRPSUHKHQVLYH LQFRPH RU HTXLW\ ZKLOH D SRVLWLYH DPRXQW
HTXLYDOHQW GHFUHDVH LQ HDFK RI WKH EHORZ FXUUHQFLHYV DJ
DQ HTXLYDOHQW EXW RSSRVLWH LPSDFW

6WUHVV 7THVW EHIRUH HFRQRPLF KHGJH

&XUUH@MULDVRRY HU (IITHFW  (IIHI9DULDWRRQYF  (II1HI  (I1HI
UDW  SUR R ( RQ U RQ SU R (
FORV EHIR HTXI D EHIR HTXI
W I FORV W I
PLOOLRQOOLRQ PLOOLRQOOLRQ

6FHQDULR
86"
*043

(XURSHDQ %DQN LV HQWHULQJ LQWR ); )J)RUZDUG IRU UHFRQR
HISRVXUHV DIWHU HFRQRPLF KHGJLQJ DUH QRW VLJQLILFDQW

(XURSHDQ %DQN DOVR PDQDJHV LWV OLTXLGLW\ E\ FXUUHQF\ D
HDFK FXUUHQF\ GRHV QRW H[FHHG LQWHUQDO OLPLWYV

5HIXODWRU\ DQG (FRQRPLF &DSLWDO 5HTXLUHPHQWYV

(FRQRPDFSLAVDO UHTIRIUL BPPHQWW ULVN FRYHULQJ );: &9% &65%
3HQVLRQ 5LVN UHVXOWHG LQ DQ >»>QDXEGRWHG PR PRXEHN \RX V
WKH 3LOODU FDOPKOOWR®Q RLOOLRQ

2SHUDWLRQDO 5LVN
6RXUFH RI 5LVNV

2SHUDWLRQDO ULVN LV WKH ULVN RI ORVV UHVXOWLQJ IURP LC(
SHRSOH V\WVWHPV RU IURP H[WHUQDO HYHQWY LQFOXGLQJ OH
UHSXWDWLRQDO ULVN

2SHUDWLRQDO ULVN PD\ DULVH IURP HUURUV LQ WUDQVDFWLRQ
VI\IVWHPVY DQG FRPSOLDQFH UHTXLUHPHQWY LQWHUQDO RU H[WH
DQG RU EXVLQHVV GLVUXSWLRQ GXH WR V\VWHPV IDLOXUHV RU |
DULVH IURP SRWHQWLDO OHJDO RU UHJXODWRU\ DFWLRQV DV L
UHJXODWRU\ UHTXLUHPHQWY SUXGHQW HWKLFDO VWDQGDUGYV R

2SHUDWLRQDO 5LVN ODQDJHPHQW )J)UDPHZRUN

7KH 2SHUDWLRQDO 5LVN ODQDJHPHQW )UDPHZRUN 250) SURYL
QHFHVVDU\ WR IXOILOO D VWUDWHJ\ RI PDQDJLQJ ULVN WKURXJ
JRYHUQDQFH VWUXFWXUH ZHOO GHILQHG SROLFLHV SURFHGXU
UHSRUWLQJ DQG PRQLWRULQJ WR HIITHFWLYHO\ LGHQWLI\ PDQDJ
LQ DQ RUIJDQL]HG zD\ WR WKH DSSURSULDWH JRYHUQDQFH ERGLE
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7KH 250) GHILQHY UROHY DQG UHVSRQVLELOLWLHVY WKURXJK WK
Rl '"HIHQVH PRGHO DV D IRXQGDWLRQ 7KXV UHVSRQVLELOLW\ I
5LVN VLWV ILUVW DQG IRUHPRVW ZLWK WKH EXVLQHVYV DQG IXQF'

(XURSHDQ %DQNOV 250) UHOLHV RQ D FXOWXUH RI ULVN DZDUHC
DQG RQ 2SHUDWLRQDO 5LVN SROLFLHY DQG SURFHGXUHV ZKLFK
Rl WKH )LUVW 6HFRQG DQG 7KLUG /LQHV RI '"HIHQVH 7KHVH SRO
HDFK RWKHU WR HQVXUH WKDW WKH 2SHUDWLRQDO 5LVNV RI W
PDQDJHG PLWLIJDWHG ZKHUH SRVVLEOH DQG UHSRUWHG W
FRPPLWWHHY RQ D UHJXODU EDVLV

(XURSHDQ %DQN XVHV WKH 250) WR FDSWXUH DQDO\]H DQG PRC
WRROV XVHG WR PDQDJH WKH 2SHUDWLRQDO 5LVNV RI WKH EXVL
2SHUDWLRQDO 5LVN 3ROLFHV DQG DUH SUHVFULEHG WKURXJK
SURJUDP DVVHVVPHQW V\VWHPVY DQG UHODWHG SURFHVVHV

7KH &RUSRUDWH 2SHUDWLRQDO 5LVN 3ROLFLHV DUH UHYLHZHG
DQG DGRSWHG E\ DOO EXVLQHVVHV /HIDO (QWLWLHV LQFOXGLC
21ILFHUV RYHUVHH WKH DFWLYLWLHYVY XQGHUWDNHQ LQ HDFK RI W
/JHIJDO (QWLW\ SRLQW RI YLHZ

5HIJXODWRU\ DQG (FRQRPLF &DSLWDO 5HTXLUHPHQWYV
(FRQRPLF FDSLWDO UHTXLUHPHQW IRU RSHUDWLRQDO ULVN XVL
DQ XQDXGLWHG D PROOD RRY PLOOLRQ YHUVXV WKH 3LOODU

PLOOLRQ PLOOLRQ B5HVWLWXWLRQ ULVN HFRQRPLF FDSLV
PLOOLRQ PLOOLRQ

&DSLWDO

(XURSHDQ %DQN PDLQWDLQV DQ DFWLYHO\ PDQDJHG FDSLWDO |
EXVLQHVV 7KH DGHTXDF\ RI (XURSHDQ %DQNxV FDSLWDO LV
PHDVXUHV WKH UXOHV DQG UDWLRY HVWDEOLVKHG E\ WKH %DV
DQG DGRSWHG E\ WKH 1%% LQ VXSHUYLVLQJ (XURSHDQ %DQN
%DQN KDG FRPSOLHG ZLWK LWV H[WHUQDOO\ LPSRVHG FDSLWD
IRU DGGLWLRQDO FRPPHQWY RQ H[FHVVLYH ULVN FRQFHQWL

&DSLWDO ODQDJHPHQW

$FFRUGLQJ WR 3LOODU ,, RI WKH %DVHO SULQFLSOHVY EDQNV K
WKH HFRQRPLF FDSLWDO DQG WR FRQGXFW VWUHVV WHVWYV LQ F
LQ FDVH RI D GRZQWXUQ LQ WKH HFRQRP\ 7KLV SLOODU KDV WK
WH&WRQ WKH FDSLWDO DGHTXDF\ OHYHO DGRSWHG E\ WKH FUHGI

,Q WKH IUDPHZRUN RI WKH ,QWHUQDO &DSLWDO $GHTXDF\ $VVHYV
%DQN GHILQHG PHDVXUHPHQW PHWKRGV IRU LWV HFRQRPLF
PDQDIJHPHQW DQG FRQWURO PHWKRGV WR HQFRPSDVV LWV ULV
VFHQDULRY DUH DSSOLHG H J HFRQRPLF GRZQWXUQ VFHQDULR
7TKHVH WHVWV FRQFOXGH WKDW (XURSHDQ %DQN LV VXIILFLHQWC
VFHQDULRY 7KH GLIIHUHQFH EHWZHHQ WKH HFRQRPLF FDSL)\
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LQFRUSRUDWHY WKH PDUJLQ HQVXULQJ WKDW WKH FDSLWDO OF
WLPHY 7KH ODWWHU LV LQ IXQFWLRQ RI WKH ULVN SURILOH DQG

5HIXODWRU\ FDSLWDO

PLOOLRQPLOOLRQ
4XDOLI\LQJ &RUH 7LHU FDSLWDO
4XDOLI\LQJ 7LHU FDSLWDO o o
7RWDO TXDOLI\LQJ 7LHU FDSLWDO
'"HGXFWLRQV
7RWDO TXDOLI\LQJ 7LHU FDSLWDO o] o]
7RWDO FDSLWDO
7RWDO 5LVN ([SRVXUH $PRXQW
5LVN ZHLJKWHG H[SRVXUH DPRXQW IRU FUHGLW ULVN
5LVN H[SRVXUH DPRXQW IRU IRUHLJQ H[FKDQJH ULVN
5LVN H[SRVXUH DPRXQW IRU FUHGLW YDOXDWLRQ DGMXVWPHQW &9%
5LVN H[SRVXUH DPRXQW IRU RSHUDWLRQDO ULVN
&DSLWDO 5DWLRYV
&RUH 7LHU FDSLWDO UDWLR
7LHU FDSLWDO UDWLR

7TRWDO FDSLWDO UDWLR
/IHYHUDJH UDWLR [IXOO\ SKDVHG LQ

5HIXODWRU\ FDSLWDO FRQVLVWY RI TXDOLI\LQJ FRUH 7LHU F
VKDUH FDSLWDO VKDUH SUHPLXP UHWDLQHG HDUQLQJV LQFOX

ILOWHULQJ RXW WKH YDOXDWLRQ UHVHUYHV OHVV JRRGZLO
IRUPDOO\ DGRSWHG D QRQ GLYLGHQG SROLF\ E\ ZKLFK DOO
IRUZDUG DQG UHFRPPHQGHG WKH VDPH IRU DSSURYDO WR WKH V

7KH \HDU VXERUGLQDWHG ORDQ DUUDQJHG LQ ODUFK VHH
LV QRW HOLJLEOH DV 7LHU FDSLWDO

JRU ULVN ZHLJKWHG H[SRVXUH DPRXQW IRU FUHGLW ULVN WKH V
DGMXVWPHQWY DUH PDGH WR ,)56 EDVHG UHVXOWY DQG UHVHUYI

'XULQJ WKH VHFRQG TXDUWHU RI (XURSHDQ %DQN LPSOH
$JUHHPHQW FRYHULQJ WKH QHWWLQJ Rl SODFHPHQWY DQG GHSR
DQ HOLJLEOH IRUP Rl FUHGLW ULVN PLWLJDWLRQ XQGHU WKH FI
UHJXODWRU\ UHSRUWLQJ SXUSRVH



7+( %$1. 2) 1(: <25. 0(//21 6% 19 WKH (XURSHDQ %DQN

BXEVHTXHQW (YHQWYV

1R VXEVHTXHQW (YHQWYV KDYH EHHQ QRWHG
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7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
%RXOHYDUG $QVSDFKODDQ
%UXVVHOV
%HOJLXP
9% 7 %( &RPSDQ\ 1R %UXVVHOV 530 535

EQ\PHOORQ FRP

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 LV D %HOJLDQ SXEOLF OLPLWHG C
YHQQRRWVFKDS DXWKRUL]JHG DQG UHJXODWHG DV D FUHGLW LQVWLW)
VXEVLGLDU\ RI 7TKH %DQN RI 1HZ <RUN OHOORQ D EDQNLQJ FRUSRUDWL
<RUN ZLWK KHDG RIILFH DW *UHHQZLFK 6WUHHW 1HZ <RUN 1<
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