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NRFVLU�DJQHV#NJN�XQL�REXGD�KX

$EVWUDFW� 7KH� ORQJHVW� HYHU� EXOO� PDUNHW� LQ� UHFHQW� KLVWRU\� LV� ILQDOO\� FRPLQJ� WR� DQ� HQG� DV�
JOREDO� UHFHVVLRQ� IHDUV�KDYH�EHHQ�VWHHSO\�ULVLQJ�ZLWK� WKH�JOREDO�RXWEUHDN�RI� WKH�&R9LG����
SDQGHPLF��1HHGOHVV�WR�VD\��WKH�VWDJH�IRU�DQRWKHU�JOREDO�HFRQRPLF�GRZQWXUQ�KDV�EHHQ�LQ�WKH�
SURFHVV� RI� VHWWLQJ�� WKH� 5XVVLDQ�6DXGL�$UDELDQ� RLO� SULFH� ZDU�� PDUNHW� XQFHUWDLQW\�� KLJK
YRODWLOLW\� DQG� E\� IDU� PRVW� LPSRUWDQWO\� D� JOREDO� SDQGHPLF� KDYH� FUHDWHG� D� SHUIHFW� VWRUP�
WULJJHULQJ�D�ZRUOGZLGH�HFRQRPLF�GRZQWXUQ��&RXOG�ZH�KDYH�SUHGLFWHG�WKH�RXWFRPHV�RI�WKH�
HYHQWV� WKDW� OHG� XS� WR� WKH� FXUUHQW� OLTXLGLW\� FULVLV"� &RXOG� HFRQRPLF� LQGLFDWRUV� SRWHQWLDOO\�
IRUHFDVW�UHFHVVLRQV"�,I�\HV��WKHQ�ZKDW�DUH�WKRVH�LQGLFDWRUV��DQG�KRZ�H[DFWO\�VKRXOG�DYHUDJH�
SHRSOH� LQWHUSUHW� WKHP"
7KH�UHVHDUFK�SDSHU�LV JRLQJ�WR�IRFXV�RQ�JDWKHULQJ�D�GDWDEDVH�RI�DOO�RI�WKH�SRVVLEOH�EDQNLQJ�
DQG� FXUUHQF\� FULVLV� LQGLFDWRUV�� HYDOXDWLQJ WKHLU� IHDVLELOLW\� DQG�� LI� SRVVLEOH�� PRGHO� WKHLU�
EHKDYLRU��7KH�FRQWULEXWLRQ�RI�D�FXUUHQF\�RU�EDQNLQJ�FULVLV�SUHGLFWLRQ�PRGHO�ZRXOG�EH�WKDW�
RI� DQ� LQGHSHQGHQW� IRUHFDVWLQJ� V\VWHP� WKDW� ZRXOG� JLYH� DQ� HVWLPDWH� RI� WKH� OLNHOLKRRG� RI� D�
UHFHVVLRQ� 7KH� UHVHDUFK�SDSHU DQDO\]HV� LQ�JUHDW� GHWDLO� WKH� WLPHOLQH�RI� WKH������ ILQDQFLDO�
FULVLV�DQG�WKH�SDWWHUQV�WKDW�OHDG�WR�LW��DOWRJHWKHU�FRPSDULQJ�WKH�FXUUHQW�ILQDQFLDO�PDUNHW¶V�
FRQGLWLRQ� WR� LWV� FRQGLWLRQ� EHIRUH� WKH� ODVW� FULVLV�� KLJKOLJKWLQJ� VLPLODULWLHV� DQG� FRUH�
GLIIHUHQFHV��� 7KH� DLP� RI� WKH� UHVHDUFK� SDSHU� LV� WR� LQWURGXFH� D� IHZ� NH\� PDUNHW� LQGLFDWRUV�
FDSDEOH� RI� IRUHFDVWLQJ� PDMRU� VKLIWV� LQ� PDFURHFRQRPLF� EXVLQHVV� F\FHOV� LQWURGXFLQJ� WKH�
LPSRUWDQFH�RI�D�FORVH�DWWHQWLRQ�WR�WKH�QDWLRQDO�WUHDVXU\�ERQG�PDWXULW\�\LHOG�FXUYH

.H\ZRUGV��FUHGLW F\FOH��FULVLV��\LHOG�FXUYH

���7KH�ORQJ�DQG�VKRUW�WHUP�FUHGLW�F\FOH

7KH� DQDO\VLV� RI� ELJ� GHEW� F\FOHV� EHJLQV� ZLWK� LWV� PDLQ� FDXVH� FUHGLW�� 6LQFH� LW� LV�
UHJDUGHG�DV�D�PHDQ�RI�SURYLGLQJ�DQ�LQGLYLGXDO�RU�OHJDO�HQWLW\�ZLWK�EX\LQJ�SRZHU��LW�
LV� FRQFOXGHG� WKDW� LWV� GLUHFW� UHVXOW� LV� WKH� DFFXPXODWLRQ� RI� DVVHWV� DQG� FROODWHUDO�
PHDQV�RI�VHUYLFLQJ�GHEW��&UHGLWLQJ� JHWWLQJ�D�ORDQ�IURP�D�EDQN��HVVHQWLDOO\�PHDQV�
WKDW�ZKLOVW�WKH�ERUURZHU�KDV�PRUH�PRQH\�WR�VSHQG�WKDQ�WKH\�PDNH�ZKHQ�WKH�ORDQ�



LV�SURYLGHG��LQHYLWDEO\�WKHUH�ZLOO�EH�D�WLPH�ZKHQ�DV�D�UHVXOW�RI�VHUYLFLQJ�WKH�GHEW�
WKH�ERUURZHU�LV�JRLQJ�WR�KDYH�WR�VSHQG�OHVV�WKDQ�WKH\�PDNH��7KLV��LQ�WXUQ��FUHDWHV�
ZKDW�LV�NQRZQ�DV�WKH�³VKRUW�WHUP�GHEW�F\FOH´� D�VHW�RI�ORJLFDO�HYHQWV�UHRFFXUULQJ�LQ�
SUHGLFWDEOH� SDWWHUQV� LQ� D� PDUNHW�EDVHG� HFRQRP\�� 7KH� ³ORQJ� WHUP´� F\FOLFDOLW\� LV�
H[SUHVVHG� LQ� WKH� UHODWLRQVKLS� RI� XSZDUG� DQG� GRZQZDUG� VZLQJV� RI� DOO� RI� WKH�
LQGLYLGXDOV�DQG�HQWLWLHV� LQ� WKH�HFRQRP\��GHEW� LQYHVWRUV� LQ�D�VSHFLILF�SRLQW�DORQJ�
WKH� FXUYH� ZKHUH� D� VWURQJ� JURZWK� XSVZLQJ� GULYHQ� E\� GHEW� ILQDQFHG� LQYHVWPHQW�
VXSSRUWLQJ� LQFRPHV� DQG� DVVHW� SULFHV� SHDNV� DW� WKH� LQVWDQW� RI� PD[LPXP� SXEOLF�
FRQILGHQFH� LQ� HWHUQDO� HFRQRPLF� JURZWK� MXVW� D� PRPHQW� EHIRUH� WKH� GRZQVZLQJ�
RFFXUV� GULYHQ� E\� DFFHOHUDWLQJ� FRVWV� RI� GHEW� VHUYLFH� SD\PHQW�� UHVXOWLQJ� LQ� KLJK�
DFFXPXODWLRQ�RI�GHEW� VORZLQJ�GRZQ� OHQGLQJ� DQG� LQFUHDVLQJ�SUHVVXUH�RQ�GHEWRUV��
YLUWXDOO\�VWRSSLQJ�LQYHVWPHQW��KDOWLQJ�LQFRPH�JURZWK�DQG�GHFUHDVLQJ�DVVHW�SULFHV�
,I�WKH�VZLQJ�LV�WRR�ODUJH��WKH�HFRQRP\�PLJKW�HQWHU�D�GHSUHVVLRQ��7KHVH�VZLQJV�DUH�
LQHYLWDEOH�DQG�PRVW�OLNHO\�UHRFFXU�HYHU\�GHFDGH�RU�VR��+RZHYHU�LI�WKH�F\FOH�LV�SDLG�
DWWHQWLRQ�WR�DQG�QRERG\�LV�GHFHLYHG�E\�³HDV\�FUHGLW´��LI�WKH�EHVW�DUUDQJHPHQWV�DUH�
PDGH�IURP�ERWK�WKH�VLGHV�RI�EXVLQHVVHV��EDQNV�DQG�WKH�JRYHUQPHQW�� WKH�GRZQIDOO�
FDQ� EH� VXEVWDQWLDOO\� VRIWHQHG� E\� D� VR� FDOOHG� ³EHDXWLIXO� GHOHYHUDJLQJ´� D� WHUP�
FRLQHG�E\�5D\�'DOLR�WKDW�GHVFULEHV�WKH�XVH�RI�IRXU�IDFWRUV�WR�HDVH�WKH�HIIHFWV RI�D�
UHFHVVLRQ�RQ�WKH�LQGLYLGXDO�DQG�WKH�VRFLHW\�DV�D�ZKROH����

,W�LV�XQGHQLDEO\�WR�D�SHUVRQV¶�DQG��RQ�D�ODUJHU�VFDOH��WR�DQ�HFRQRPLHV�DGYDQWDJH�WR�
EH�DEOH�WR�PDNH�ODUJH�VFDOH�SXUFKDVHV�DQG�WRJHWKHU�ZLWK�WKDW�JURZ�LQ�ZHDOWK�DQG�
SURVSHULW\�� +RZHYHU�� DV� HFRQRPLVWV� DQG� SROLF\� PDNHUV� KDYH� OHDUQHG� IURP�
H[SHULHQFH��SURYLGLQJ�WRR�PXFK�RU�WRR�OLWWOH�FUHGLW�UHDOO\�GHSHQGV�RQ�WKH�ILQDQFLDO�
VWDWH� RI� WKH� SHRSOH� LQ� WKH� HFRQRP\�� ,Q� FDVH� FUHGLW� LV� HDVLO\� DFFHVVLEOH��PHDQLQJ
LQWHUHVW� DQG� ILQDQFLDO� UHTXLUHPHQWV� IRU� LWV� VHUYLFLQJ� DUH� ORZ�� LW�PD\� UHVXOW� LQ� WKH�
IRUPDWLRQ� RI� EXEEOHV� RQ� ORFDO� DQG� QDWLRQDO� OHYHOV� IXHOHG� E\� UHFNOHVV� EDQN�
EHKDYLRU��2Q� WKH�FRQWUDU\�ZKHQ�FUHGLWLQJ� LV� UHVWULFWHG��VDYLQJV�JR�XS�DQG�SHRSOH�
PXVW�ORRN�IRU�DOWHUQDWLYH�LQYHVWPHQW�RSSRUWXQLWLHV���&RQVHTXHQWO\��LW�FDQ�EH�VWDWHG�
WKDW� ORZ� FUHGLWLQJ� LQ� WKH� HFRQRP\� LV� LQGHHG� MXVW� DV�� LI� QRW� PRUH� KDUPIXO� DV� LWV�
DEXQGDQFH�������

0XFK� RI� WKH� UHVSRQVLELOLW\� RI� QDWLRQDO� FUHGLW� SURYLVLRQ� OLHV� RQ� WKH� VKRXOGHUV� RI�
SROLF\�PDNHUV��7KH\�DUH�LQGHHG�WKH�RQHV�WR�ERRVW�WKH�HFRQRP\�GXULQJ�VORZGRZQV�
DQG�SXOO� WKH�EUHDNV�RQ�XQFRQWUROODEOH� OHQGLQJ�� �7KHLU� LPSRUWDQFH� LQ�KDQGOLQJ� WKH�
VLWXDWLRQ� FDQ¶W� EH� RYHUVWDWHG�� 7KH\� SRVVHVV� WKH� NH\� WR� KDQGOLQJ� GHEW� FULVLV� E\�
LPSOHPHQWLQJ� WKH�SURSHU�SROLFLHV� LQYROYLQJ�FRQWUROOLQJ� WKH� VSUHDG�RI�EXUGHQV�RQ�
ILQDQFLDO� VHFWRUV�� 8QIRUWXQDWHO\�� WKH� KXPDQ� IDFWRU�� SUHMXGLFH� DQG� WKH� µHQG�
MXVWLI\LQJ� PHDQ¶� SULQFLSOH� JLYH� D� WUHPHQGRXV� LQIOXHQFH� RQ� WKHP�� PRVW� RI� WKH�
SROLF\�PDNHUV�WHQG�WR�EH�LQ�IDYRU�RI�³HDV\�FUHGLW´��DV�LW� LV�DGYDQWDJHRXV�IRU�WKHLU�
SRSXODULW\�DPRQJ�WKH�SHRSOH���

³$�EHDXWLIXO�GHOHYHUDJLQJ´�SURYLGHV�DQ�DOWHUQDWLYH� WR�UHFHQWO\�XVHG�PHWKRGV� OLNH�
TXDQWLWDWLYH� HDVLQJ�� KDYLQJ� TXHVWLRQDEOH� LQIOXHQFH� RQ� WKH� \LHOG� FXUYH�� IRU�
VWDELOL]LQJ� WKH� HFRQRP\� ZLWK� XVLQJ� WKH OHYHUV� RI� DXVWHULW\� �VSHQGLQJ� OHVV��� GHEW�



���

GHIDXOW��UHVWUXFWXULQJ���PRQHWDU\�SROLF\�DQG�WUDQVIHU�RI�PRQH\�DQG�FUHGLW�IURP�WKH�
³KDYHV´�WR�WKH�³KDYH�QRWV´�LQ�D�IDYRUDEOH�ZD\�

$OO� LQ� DOO�� LW� LV� FUXFLDO� WR�XQGHUVWDQG� WKH� FUHGLW� F\FOH�� DV� LW� JRYHUQV� WKH� VRFLHWLHV�
SURVSHULW\�

���$Q�RYHUORRN�RQ�WKH������ILQDQFLDO�FULVLV

7KH������ILQDQFLDO�FULVLV�ZDV�XQGHQLDEO\�D�JOREDO�HFRQRPLF�GLVDVWHU�WKDW�UHVXOWHG�
LQ� UHFRUG�KLJK� ZRUOGZLGH� XQHPSOR\PHQW�� IHDU�� SDQLF�� ZKDW¶V� RXWFRPH� ZDV� WKH�
³*UHDW�5HFHVVLRQ´�DQG�FRVW�PLOOLRQV�RI�SHRSOH�WKHLU�VDYLQJV��MREV��WKHLU�KRPHV�DQG�
ZD\�RI�OLIH >�@��7KH�FULVLV�ZDV IDU�IURP�EHLQJ�DQ�DFFLGHQW��LW�ZDV�FDXVHG�E\�DQ�RXW�
RI�FRQWURO�LQGXVWU\�WKDW�ZDV�IXHOHG�E\�JUHHG�DQG�FUDYLQJ�IRU�³HDV\�PRQH\´�

,Q� RUGHU� WR� VHH�ZKDW� H[DFWO\� OHDG� WR� WKLV� GLVDVWHU�� LW� LV� FUXFLDO� WR� XQGHUVWDQG� WKH�
VWUXFWXUH� RI� WKH�8QLWHG�6WDWHV� EDQNLQJ� V\VWHP� DIWHU� RQH� RI� WKH� ODUJHVW� HFRQRPLF�
FUDVKHV�LQ�KLVWRU\� WKH�³*UHDW�'HSUHVVLRQ´��$IWHU�WKLV�HYHQW�RI�D�QHYHU�EHIRUH�VHHQ�
VFDOH�WKDW�GHYDVWDWHG�WKH�$PHULFDQ�VRFLHW\�DV�D�ZKROH��WKH�JRYHUQPHQW��LQ�RUGHU�WR�
SUHYHQW�VXFK�FULVHV�IURP�HYHU�KDSSHQLQJ�DJDLQ��SXW� WLJKW UHJXODWLRQV�RQ�ILQDQFLDO�
LQVWLWXWLRQV�DQG�NHSW�WKHP�XQGHU�VWULFW�FRQWURO��7KLV��LQ�WXUQ��OHDG�WR�IRUW\�\HDUV�RI�
HFRQRPLF� H[SDQVLRQ� ZLWKRXW� DQ\� VHYHUH� GRZQWXUQV�� 'XULQJ� WKLV� H[SDQVLRQ�
FRPPHUFLDO� EDQNV� ZHUH� ORFDO� EXVLQHVVHV� WKDW� ZHUH� WLJKWO\� UHJXODWHG� DQG� ZHUH�
SURKLELWHG�IURP�GRLQJ�DQ\�NLQG�RI�VSHFXODWLYH�DFWLYLW\��DQG�LQYHVWPHQW�EDQNV��WKDW�
XVXDOO\�GHDOW�ZLWK�VWRFNV�DQG�ERQGV��ZHUH�SULYDWH�SDUWQHUVKLSV�FRPSULVHG�RI�D�IHZ�
LQYHVWRUV�

7KH�ODVW�WZR�GHFDGHV�RI�WKH�SDVW�FHQWXU\��KRZHYHU��VDZ�WKH�EULQN�RI�D�ORQJ�SURFHVV�
RI� JRYHUQPHQW� GHUHJXODWLRQV� WKDW� HVVHQWLDOO\� EHFDPH� WKH� EXLOGLQJ� EORFNV� IRU� WKH�
XSFRPLQJ�FULVHV��,W�DOO�EHJDQ�LQ�������ZLWK�-LPP\�&DUWHU¶V�'HSRVLWDU\�LQVWLWXWLRQ
V�
GHUHJXODWLRQ� DFW� WKDW� EURDGHQHG� WKH� EDQNV¶� OHQGLQJ� SRZHUV� DQG� LQWURGXFHG� QHZ�
ZD\V� IRU� VDYLQJV� DQG� ORDQ� DVVRFLDWLRQV� WR� SURYLGH� FUHGLW��+LV� VXFFHVVRU��5RQDOG�
5HDJDQ�� IDPRXV� IRU�KLV� VWDQFH� LQ�D�SUR�EXVLQHVV�PDUNHW�HFRQRP\� OLEHUDWHG� IURP�
JRYHUQPHQW� FRQWURO� DQG� KLV� GHHS� UHVSHFW� WRZDUGV� HQWUHSUHQHXUV�� FRQWLQXHG� DQG�
VWUHQJWKHQHG� WKH�GHUHJXODWLRQ�SURFHVV�E\�DQ�DFW� WKDW�SURYLGHG� IRU�DGMXVWDEOH�UDWH�
PRUWJDJH�ORDQV��7KLV�ZDV�IROORZHG�E\�WKH�*UDPP�/HDFK�%LOH\�DFW���D�ODZ�DGRSWHG�
XQGHU� WKH�SUHVLGHQF\�RI�%LOO�&OLQWRQ��ZKLFK�ZDV�D�PDMRU�FRQWULEXWRU� WR� WKH�QHDU�
FUDVK� RI� WKH� V\VWHP�� ,W� ZDV� D� WXUQLQJ� SRLQW� LQ� WKH� GHUHJXODWLRQ� SURFHVV� DV� LW�
UHSHDOHG� WKH� *ODVV�6WHDJDOO� $FW� RI� WKH� WKLUWLHV� WKDW� ZDV� LPSRVHG� VROHO\� IRU� WKH�
SXUSRVH�RI UHVWULFWLQJ�EDQNV�IURP�RZQLQJ�RWKHU�ILQDQFLDO�FRPSDQLHV��%\�WKLV�DFW��
GHSRVLWRU\� ILQDQFLDO� LQVWLWXWLRQV�� LQ� SDUWLFXODU�� FRPPHUFLDO� EDQNV�� FRXOG� GLUHFWO\�
FRPSHWH�ZLWK�:DOO�6WUHHW�LQYHVWPHQW�EDQNV��7KLV�HIIHFWLYHO\�UHPRYHG�WKH�EDUULHUV�
EHWZHHQ�:DOO� 6WUHHW� DQG� DYHUDJH� EDQNV�� (YHQ� IURP� WKDW� SRLQW�� WKH� GHUHJXODWRU\�
DFWLYLWLHV� ZHUH� IDU� IURP� RYHU� \HW�� DV� D� PDWWHU� RI� IDFW�� WKH\� EHFDPH� PRUH�



SURJUHVVLYH�� LQ� WHUPV� RI� OLEHUDWLRQ� RI� EXVLQHVV� IURP� JRYHUQPHQW� FRQWURO�� DQG�
VLPXOWDQHRXVO\� WKH\� EHFDPH� PRUH� HIIHFWLYH� DQG� JHQHUDOO\� ZHUH� OLNHG� E\� WKH�
VRFLHW\�

7KH� QH[W� NH\� VWHS� LQ� WKH� SURFHVV� ZDV� WKH� EDQ� RI� UHJXODWLRQ� RI� WKH� GHULYDWLYH�
PDUNHW� D�QHZO\ HPHUJHG�PDUNHW�IRU�FRPSOH[�ILQDQFLDO�WRROV�HQDEOLQJ�VSHFXODWRUV�
WR�HQJDJH�LQ�DFWLYLWLHV�ZLWK�FRQWUDFWV�YDOXHG�DFFRUGLQJ�WR�WKH�SHUIRUPDQFH�RI�WKH�
XQGHUO\LQJ� DVVHW� RU� LQGH[�� 7KLV� ZDV� LQGHHG� DQRWKHU� FUXFLDO� HOHPHQW� WKDW�
FRQWULEXWHG�WR�WKH�FUDVK��7KH�&RPPRGLW\�)XWXUHV�OHJDOL]DWLRQ�DFW�RI������ILQDOO\�
OLEHUDWHG� WKH� VSHFXODWRUV� IURP� HYHU� RZQLQJ� WKH� XQGHUO\LQJ� HQWLW\�� (QJDJLQJ� LQ�
DFWLYLWLHV� LQYROYLQJ� GHULYDWLYHV� >�@ PHDQW� WKDW� LQYHVWRUV� FRXOG� HIIHFWLYHO\� EHW� RQ�
DQ\�RXWFRPH�RI�DQ\�HYHQW�DV�ORQJ�DV�LW�ZDV�IHDVLEOH�DQG�YLDEOH��IRU�LQVWDQFH��GD\�
WUDGHUV�FRXOG�EHW�RQ�RLO�SULFHV��WKH�EDQNUXSWF\�RI�FRPSDQLHV�DQG�HYHQ�WKH�ZHDWKHU��
$V�ZH�ZLOO�VHH�ODWHU�RQ��WKH�HPHUJHQFH�RI�WKLV�PDUNHW�SOD\HG�D�SDUDPRXQW�UROH�LQ�
WKH�IRUPDWLRQ�DQG�H[SDQVLRQ�RI�WKH�KRXVLQJ�EXEEOH�DQG�KRZ�LW�JRW�RXW�RI�KDQG�VR�
TXLFNO\�

:LWK� WKH�SUHVLGHQF\�RI�*�:�%XVK�FDPH�VHYHUDO�DFWV�IDFLOLWDWLQJ� WKH�GHUHJXODWLRQ�
RI�WKH�ILQDQFLDO�VHFWRU��2QH�RI�WKH�PRVW�LQIOXHQWLDO�ODZV�FRQFHUQHG�WKH�HDVH�RI�QHW�
FDSLWDO� UXOH� UHTXLUHPHQWV� E\� WKH� 6HFXULWLHV� DQG� ([FKDQJH� &RPPLVVLRQ�� ZKLFK�
EDVLFDOO\�PHDQW�WKDW�EDQNV�ZHUH�DOORZHG�WR�LQFUHDVH�WKH�SHUFHQWDJH�RI�RXWVWDQGLQJ�
GHEW�

7KH�ZKROH�SURFHGXUH�RI�GHUHJXODWLRQ�UHVXOWHG�LQ�WKH�IDFW�WKDW�SUDFWLFDOO\�DOO�RI�WKH�
EDQNV�EHFDPH�KLJKO\�OHYHUDJHG� RQ�GHEW��:KHUHDV�LW�ZDV�TXLWH�XQFRPPRQ�WR�VHH�
OHYHUDJH�UDWLRV�RI�����EHIRUH�WKH�GHUHJXODWLRQ�SURFHVV��UDWLRV�UDQJLQJ�IURP������±
�����ZHUH�LQFUHGLEO\�FRPPRQ�GXULQJ�WKH�H[SDQVLRQ�EHIRUH�WKH�FUDVK��,QGHEWHGQHVV�
EHFDPH� D� PDMRU� IDFWRU� LQ� WKH� HFRQRP\� IURP� WKDW� SRLQW�� 7KDW� PHDQW� WKDW� LI� WKH�
EDQNV
�DVVHWV�ZHUH�WR�UHGXFH�LQ�YDOXH�E\�RQO\���SHUFHQW� WKDQ�WKDW�ZRXOG�EH�WKH�HQG�
RI�LW�

,Q� ����� WZR�PDMRU� HYHQWV� VWUXFN� WKH� HFRQRP\��7KH QLQH�HOHYHQ� WHUURULVW� DWWDFNV�
DQG� WKH�FROODSVH�RI� WKH� LQWHUQHW�EXEEOH��7KH�GRW�FRP�EXEEOH�EXUVW� WR�H[SRVH� WKH�
FRXQWU\� WR� D� VKRUW� SHULRG� RI� UHFHVVLRQ�� $V� D� QDWXUDO�PRYH� IURP� WKH� VLGH� RI� WKH�
JRYHUQPHQW�� LQWHUHVW� UDWHV� KDG� WR� EH� ORZHUHG� WR� HQFRXUDJH� SHRSOH� WR� WDNH� FUHGLW�
DQG�E\� WKLV�ERRVW� WKH�HFRQRP\�RQFH�DJDLQ�� ,Q�'HFHPEHU�������$ODQ�*UHHQVSDQ��
RQH� RI� WKH� DUFKLWHFWV� RI� WKH� FULVLV�� IRUPHU� IHGHUDO� UHVHUYH� FKDLUPDQ� XQGHU� WKUHH�
SUHVLGHQWV�� ORZHUHG� WKH� IHG� IXQGV� UDWH� WR� ����� SHUFHQW�� IURP� D� VWDJJHULQJ� �����
ZKLFK ZDV�IROORZHG�E\�DQRWKHU�ORZHULQJ�WR������SHUFHQW��%\������WKH�LQWHUHVW�UDWH�
ZDV� �� SHUFHQW�� 7KH� JRYHUQPHQW� DOVR� ORZHUHG� LQWHUHVW� UDWHV� RQ� DGMXVWDEOH�UDWH�
PRUWJDJHV�� 0DQ\� SHRSOH� ZKR� FRXOGQ¶W� DIIRUG� WR� EX\� KRPHV� ZHUH� H[WUHPHO\�
SOHDVHG�DERXW�WKDW��6XESULPH�OHQGLQJ�EHFDPH�WKH�VR�FDOOHG�³EUHDG�DQG�EXWWHU´�RI�
WKH�EDQNV�

� 7KH�UDWLR�EHWZHHQ�WKH�EDQNV�ERUURZHG�DQG�WKH�EDQNV�RZQHG�FDSLWDO�



���

7KH� ILQDQFLDO� FULVLV� ZDV� SUHFHGHG� E\� D� QHYHU� EHIRUH� ZLWQHVVHG� ERRP� LQ� WKH�
KRXVLQJ�PDUNHW��,W�FUHDWHG�RQH�RI�WKH�ELJJHVW�DVVHW�EXEEOHV�LQ�KLVWRU\��$FFRUGLQJ�
WR�VRPH�UHVRXUFHV��WKH�SULFHV�RI�DYHUDJH $PHULFDQ�KRPHV�URVH�E\�D�VWDJJHULQJ�����
SHUFHQW� LQ�D�PHUH�GHFDGH�IURP������ WR�������+RZHYHU�� LQ�RUGHU� WR�SHUFHLYH� WKH�
WUXH�VL]H�RI�WKH�EXEEOH��LW�LV�HVVHQWLDO�WR�XQGHUVWDQG�KRZ�VHFXULWL]DWLRQ�ZRUNV�

,Q� ����� /HZLV� 5DQLHUL�� D� IRUPHU� ERQG� WUDGHU� DQG� EDQNHU� LQWURGXFHG� D� QHZ�
LQQRYDWLYH�ZD\�RI�VSUHDGLQJ�ULVN�LQ�WKH�OHQGLQJ�VHFWRU��%HIRUH�VHFXULWL]DWLRQ�EDQNV�
ZHUH�LQFUHGLEO\�FDUHIXO�LQ�SLFNLQJ�WKH�SHRSOH�WR�OHQG�WKHLU�PRQH\�WR��WKLV��LQ�WXUQ��
UHVXOWHG� LQ� WKH� EDQNV� GLVDELOLW\� WR� KROG� WRR� PDQ\� PRUWJDJHV� DW� RQFH�� GXH� WR�
UHJXODWLRQV�IURP�WKH�JRYHUQPHQW�RQ�WKH�DPRXQW�RI�REOLJDWRU\�QHW�FDSLWDO�WKDW�KDG�
WR� UHPDLQ� DQG� WKH� XUJH� WR� ZULWLQJ� RII� DOUHDG\� H[LVWLQJ� ORDQV� ZDV� LPSRVVLEOH� WR�
IXOILO��DV�WKHVH�ORDQV�KDG�PDWXULWLHV�UDQJLQJ�IURP�D�FRXSOH�WR�RYHU�WKLUW\�\HDUV��$�
QHZ� SURGXFW� KDG� WR� EH� LQYHQWHG� LQ� RUGHU� WR� VXVWDLQ� IDVW� HFRQRPLF� JURZWK�
DOWRJHWKHU� ZLWK� VXSSRUWLQJ� LQQRYDWLYH� DFWLYLWLHV� LQ� WKH� ILQDQFLDO� VHFWRU�� 7KLV�
SURGXFW�ZDV� WKH�0RUWJDJH�%DFNHG�6HFXULW\� D� W\SH�RI� DVVHW�EDFNHG� VHFXULW\� WKDW�
KHDYLO\� UHOLHG� RQ� WKH� XQGHUO\LQJ PRUWJDJH� SD\PHQWV� DQG� XVHG� WKH� DVVHW� DV�
FROODWHUDO��7KH�LGHD�EHKLQG�LW�ZDV�UHODWLYHO\�VLPSOH��,W�EDVLFDOO\�WRRN�WKH�ORDG�DQG�
WKH�ULVN�RII�IURP�PRUWJDJH�LVVXLQJ�ILQDQFLDO�HQWLWLHV�DQG�GLVWULEXWHG�LW�DORQJ�ZLWK�
RWKHU� GHSRVLWRU\� DQG� QRQ�GHSRVLWRU\� ILQDQFLDO� LQVWLWXWLRQV�� :KHQ� DQ� LQGLYLGXDO�
�FRQVXPHU��ZDQWHG�WR�EX\�D�KRXVH��WKH\�XVXDOO\�WRRN�D�PRUWJDJH��WKDW�ZDV�JUDQWHG�
RQO\� DIWHU� WKH� EDQN� ZDV� VXUH� HQRXJK� WKDW� WKH� VSHFLILF� UHTXLUHPHQWV� FRQFHUQLQJ�
ILQDQFLDO� VWDELOLW\� ZHUH� PHW�� 6XFK� UHTXLUHPHQWV� LQFOXGHG� WKH� UHYLHZ� RI� ),&2�
VFRUHV� �FUHGLW� VFRUHV��� LQFRPH� YHULILFDWLRQ�� QXPEHU� RI� SHRSOH� OLYLQJ� LQ� WKH�
KRXVHKROG�� ULVN� RI� GHIDXOW�� DVVHVVPHQW� RI� FROODWHUDO�� HWF�� 5LVN� DVVHVVPHQW� ZDV�
FUXFLDO�� +RZHYHU�� LQVWHDG� RI� WKHVH� PRUWJDJHV� OD\LQJ� RQ� WKH� ERRNV� RI� WKH� ORDQ�
LVVXLQJ� HQWLW\��ZDLWLQJ� IRU� GHFDGHV� WR� EH�ZULWWHQ� RII�� WKH\�ZHUH� LQVWHDG� EXQGOHG�
WRJHWKHU� DQG� VROG� DV� D�ZKROH� WR� DQ� LQYHVWPHQW�EDQN��ZKHUH� LQYHVWRUV� HVVHQWLDOO\�
SXUFKDVHG�WKHP�DQG�UHFHLYHG�SHULRGLF�SD\PHQWV��MXVW�OLNH�ERQG�FRXSRQ�SD\PHQWV��
,W�ZDV�TXLWH�REYLRXV� WKDW�DQ\ PRUWJDJH�EDFNHG�VHFXULW\�ZDV�RQO\�DV�JRRG�DV� WKH�
PRUWJDJH� WKDW� EDFNHG� LW� XS�� 7KH� LQQRYDWLRQ� OLHG� LQ� WKH� IDFW� WKDW� VLQFH� WKHVH�
PRUWJDJHV�ZHUH�EXQGOHG�WRJHWKHU��WKH�ULVN�ZDV�UHODWLYHO\�ORZ��WKH�DUJXPHQW�IRU�WKH�
PDWWHU�ZDV�WKDW�WKHUH�ZHUH�YHU\�IHZ�SHRSOH�ZKR ZHUHQ¶W�ILQDQFLDOO\�VWDEOH�HQRXJK�
WR� SD\� WKHLU� PRUWJDJHV�� GXH� WR� WKH� UHJXODWLRQV� VWLOO� EHLQJ� VWULFW� RQ� OHQGLQJ�
DFWLYLWLHV�

'XULQJ� WKH�ERRP�� WKH�EXQGOLQJ�RI�PRUWJDJHV�ZDV�JHQHUDOO\�GHDOW�ZLWK�E\�KHGJH�
IXQGV��>�@ DQG� LQYHVWPHQW� EDQNV�� 7KHVH� PRUWJDJHV� ZHUH� RIWHQ� FRPELQHG� ZLWK�
VWXGHQW� ORDQV�� FDU� ORDQV� DQG� VLPLODU� W\SHV�RI� FUHGLW��7KH� ILQDQFLDO� HQWLWLHV�ZRXOG�
WKHQ� XVH� VRSKLVWLFDWHG� FRPSXWHU� PRGHOV� WR� SULFH� WKH� EXQGOHV� DFFRUGLQJO\�� 7KH�
FULWHULD�XSRQ�ZKLFK�WKH�EXQGOHV�ZRUWK�ZDV�GHWHUPLQHG�LQFOXGHG�PRQWKO\�SD\PHQW
DPRXQWV�� IXWXUH� SULFHV�� WKH� OLNHOLKRRG� RI� IXWXUH� SD\PHQW�� 7KH� EXQGOHV� ZHUH�

�� $Q� LQYHVWPHQW� IXQG� WKDW� SRROV� FDSLWDO� IURP� DFFUHGLWHG� LQYHVWRUV� DQG� SURWHFWV� LW� IURP�
PDUNHW�XQFHUWDLQW\



HYDOXDWHG� E\� UDWLQJ� DJHQFLHV� DFFRUGLQJ� WR� WKHLU� GHIDXOW� ULVNV�� 7ULSOH� $� UDWHG�
EXQGOHV�PHDQW�WKDW�WKH\�ZHUH�HVVHQWLDOO\�ULVN�IUHH�VLQFH�WKH\�ZHUH�JHWWLQJ�SDLG�ILUVW�
DQG�FRQVHTXHQWO\ WKHLU�\LHOG�ZDV�ORZ��'RXEOH�%¶V�DQG�%¶V�ZHUH�FRQVLGHUHG�PLG�WR�
ORZ�WLHU�LQYHVWPHQWV��$V�WKHLU�SD\PHQWV�ZHUH�TXHVWLRQDEOH��LW�PHDQW�WKDW�WKH\�ZHUH�
WDNLQJ�RQ�GHIDXOWV�ILUVW��7KH�ULVN�ZDV�KLJK��DQG�VR�ZDV�WKH�\LHOG�

7KH� LQYHVWRUV�� KRZHYHU�� GLGQ¶W� ZRUU\� DERXW� ULVN� WRR� PXFK� DV� WKHLU� ILQDQFLDO�
SURGXFWV� ZHUH� LQVXUHG� E\� LQVXUDQFH� FRPSDQLHV� OLNH� WKH� $PHULFDQ� ,QWHUQDWLRQDO�
*URXS��D�FRPSDQ\�WKDW�ZDV�GHHPHG�WRR�ELJ�WR�IDLO�LQ�6HSWHPEHU�RI������DQG�KDG�
WR�EH�UHVFXHG�E\�WD[SD\HU�PRQH\

6LQFH�WKH�EDQNV�DOUHDG\�UHWULHYHG WKH�YDOXHV�RI�PRUWJDJHV��WKH\�ZHUH�DEOH�WR�LVVXH�
QHZ� ORDQV� WR� QHZ� FOLHQWV� HVVHQWLDOO\� LQLWLDWLQJ� WKH� SHULRG� RI� UHFNOHVV� OHQGLQJ�
DFWLYLWLHV�WKDW�ZRXOG�ODWHU�SURGXFH�GHYDVWDWLRQ�WR�WKH�$PHULFDQ�VRFLHW\�

7KH�V\VWHP�ZDV�D�WLFNLQJ�WLPH�ERPE��VRRQ��OHQGHUV�GLGQ¶W�FRQVLGHU�LI�WKH�ERUURZHU�
ZDV� DEOH� WR� UHSD\� WKH� ORDQ�� DQG� WKH\� VWDUWHG� PDNLQJ� PRUH� DQG� ULVNLHU� ORDQV��
NQRZLQJ�WKDW� WKH\�FRXOG�EDODQFH�WKHLU�ERRNV�YLUWXDOO\�LQVWDQWO\�DV�WKH�LQYHVWPHQW�
EDQN�ERXJKW�WKH�PRUWJDJHV��,QYHVWPHQW�EDQNV��KDYLQJ�ERUURZHG�ELOOLRQV RI�GROODUV�
IRU�SXUFKDVLQJ�WKHVH�DVVHWV��GLGQ¶W�FDUH�HLWKHU��VLQFH�WKHLU�SULPDU\�VRXUFH�RI�SURILW�
ZDV�EXQGOLQJ�XS�DQG�VHOOLQJ�WKHVH�ULVN\�DVVHWV�WR�LQYHVWRUV��7KH�PRUH�DVVHWV�WKH\�
VROG�� WKH� PRUH� PRQH\� WKH\� PDGH� ,QYHVWRUV�� RQ� WKH� RWKHU� VLGH�� SDLG� PRQWKO\�
SUHPLXPV� IRU� LQVXUDQFH� FRPSDQLHV� LQ� H[FKDQJH� IRU� FUHGLW� GHIDXOW� VZDSV >��@��
7KHVH�FRPSOH[� ILQDQFLDO� LQVWUXPHQWV�ZHUH�� LQ� IDFW��GHULYDWLYHV�� DV��E\�GHILQLWLRQ��
WKHLU�YDOXH�ZDV�GHWHUPLQHG�E\�WKH�SHUIRUPDQFH�RI�WKH�XQGHUO\LQJ�DVVHW��7KH�DVVHW��
LQ� WKLV� FDVH�� ZDV� WKH� PRUWJDJH� ERQG� >�@ DQG� LWV� SHUIRUPDQFH� GHSHQGHG� RQ� WKH�
VLPSOH� DFW� RI� LWV� PRQWKO\� SD\PHQW�� ,Q� RWKHU� ZRUGV�� FUHGLW� GHIDXOW� VZDSV� ZHUH�
SUDFWLFDOO\� LQVXUDQFHV�RQ� WKH�ERQG��PHDQLQJ� LI� WKH�ERQGV� IDLOHG�� WKH�YDOXH RI� WKH�
DVVHW� ZRXOG� EH� UHSDLG� DOWRJHWKHU� ZLWK WKH� FROODWHUDO� WKH� XQGHUO\LQJ� DVVHW� KHOG��
WKHUHIRUH� WKH� LQYHVWRUV� IHOW� FRQILGHQW� LQ� WKHLU� LQYHVWPHQW��$QG� ILQDOO\�� LQVXUDQFH�
FRPSDQLHV� GLGQ¶W� FDUH� HLWKHU�EHFDXVH� WKH\�ZHUH� JHWWLQJ� H[WUHPHO\�ZHDOWK\� IURP�
WKH�PRQWKO\�SD\PHQWV�� ,W�ZDV�D� VHOI�UHLQIRUFLQJ�V\VWHP��7KH� VHFXULWL]DWLRQ�FKDLQ�
ZDV� QRZ� FRPSOHWH� DQG� IURP� WKDW� SRLQW� RQ� D� FUHGLW� FUXQFK� ZDV� SUDFWLFDOO\�
LPPLQHQW��%HWZHHQ������DQG������WKH�QXPEHU�RI�PRUWJDJHV�LVVXHG�RQ�DQ�DQQXDO�
EDVLV�JUHZ�IURP�D�YDOXH�RI���ELOOLRQ�WR���ELOOLRQ�GROODUV��:KDW�H[DFWO\�ZDV�EDFNHG�
E\� WKH� 0%6� ERQG� ZDV� QRZ� LUUHOHYDQW�� $OO� RI� WKH� LQVWLWXWLRQV� IRFXVHG� RQ� WKH�
YROXPH�DQG� IHHV� WKH\�ZHUH�JHWWLQJ� IURP�RSHUDWLRQ� FRVWV��1HHGOHVV� WR� VD\��PDQ\�
EDQNHUV� EHFDPH� H[WUHPHO\� ZHDOWK\� GXULQJ� WKH� \HDUV� RI� WKH� ERRP�� $QQXDO� FDVK�
ERQXVHV� VSLNHG�� %\� ����� ��� SHUFHQW� RI� DOO� SURILWV� RI� 6	3���� ILUPV� ZHUH�
FRPSULVHG�RI�ILQDQFLDO�LQVWLWXWLRQV�

%DQNHUV�ZHUH�JHWWLQJ�KXJH�ERQXVHV�RQ�D�PRQWKO\�EDVLV� IRU� VHOOLQJ�FUHGLW�GHIDXOW�
VZDSV��3HRSOH�ZHUH�HVVHQWLDOO\�JHWWLQJ�SDLG�IRU�WDNLQJ�RQ�XQQHFHVVDU\�ULVNV��,W�ZDV�
D�FRPSOHWHO\�GLVWRUWHG�V\VWHP�RI�FRPSHQVDWLRQ�

7KH�SHDN�RI�WKH�ILQDQFLDO�V\VWHP¶V�IUDXGXOHQFH��KRZHYHU��ZDVQ¶W�HYHQ�LQ�VLJKW�



���

$V�SUHYLRXVO\�PHQWLRQHG��ORZ�WLHU�PRUWJDJH�EDFNHG�VHFXULWLHV��ODEHOHG�DV�%¶V�DQG�
GRXEOH�%¶V�ZHUH�FRQVLGHUHG� WR�EH�KLJK�\LHOGLQJ�ULVN\�DVVHWV� WKDW�ZHUH�SXUFKDVHG�
JHQHUDOO\� IRU� VSHFXODWLYH� DFWLYLW\� SULPDULO\� E\� KHGJH� IXQGV�� 7KLV�� QDWXUDOO\��
FUHDWHG�D�SUREOHP�IRU�PDUNHW�FRYHUDJH��DV�QRW�HYHU\RQH�ZDV�LQWHUHVWHG�LQ�EX\LQJ�
VXFK� DVVHWV�� ,QYHVWRUV IDYRUHG� WKH� KLJKHVW� WULSOH�$� ERQGV�� ZKHUHDV� KHGJH� IXQGV�
ZHUHQ¶W�PLQGLQJ� DGGLWLRQDO� ULVN� LQ� H[FKDQJH� IRU� KLJK� \LHOGV� EX\LQJ� WUDQFKHV� RI�
GRXEOH�%¶V�DQG�%¶V��$V�D�FRQVHTXHQFH��LQYHVWPHQW�EDQNV�ZDQWHG�WR�FRYHU�ERWK�WKH�
KLJK� \LHOG�KLJK� ULVN� DQG� ORZ� \LHOG�ORZ� ULVN�PDUNHWV� VXFK� DV� SHQVLRQ� IXQGV� DQG�
UHWLUHPHQW� VDYLQJV�� VR� WKH\� KDYH� FUHDWHG� D� EULOOLDQW� V\VWHP� RI� FDSLWDO� IORZ�� 7KLV�
LQWURGXFHG� WKH�URRW�FDXVH�RI� WKH�ILQDQFLDO�FULVLV��&ROODWHUDOL]HG�'HEW�2EOLJDWLRQV��
ZKLFK�DUH� ILQDQFLDO� LQVWUXPHQWV� WKDW�DUH�XVHG� WR�SDFNDJH�GLIIHUHQW� W\SHV�RI� ORDQV�
DFFRUGLQJ�WR�WKHLU�ULVN�IDFWRU��%HIRUH�WKH�EULQN�RI�WKH�PLOOHQQLXP��WKHVH�ILQDQFLDO�
SURGXFWV�KDYH�HDUQHG�WKH�UHSXWDWLRQ�RI�EHLQJ�VDIH�DQG�VRXQG��SULPDULO\�GXH�WR�WKHLU�
GLYHUVLILFDWLRQ�LQ�WHUPV�RI�XQGHUO\LQJ�DVVHWV�ZKLFK�LQFOXGHG�KRPH�ORDQV��FDU�ORDQV��
DQG�FUHGLW�FDUG�ORDQV��&'2 PDQDJHUV�ZRXOG�VHOHFW�WKH�VHFXULWLHV�WKDW�JR�LQWR�WKH�
SRUWIROLR�DQG�PRQLWRU� WKH�DVVHWV��$V�PRUWJDJH�EDFNHG�VHFXULWLHV�� WKH\�DUH�VROG� LQ�
WUDQFKHV�YDU\LQJ�IURP�WKH�ULVNLHVW�WR�WKH�VDIHVW��+RZHYHU��ZLWK�WKH KRXVLQJ�EXEEOH�
SXUVXLQJ� ILQDQFLDO� LQVWLWXWLRQV� WR� JLYH�RXW� ULVNLHU� DQG� ULVNLHU� ORDQV�� VRRQ� HQRXJK�
&ROODWHUDOL]HG�'HEW�2EOLJDWLRQV�ZHUH� SULPDULO\� FRPSULVHG� RI� RQH� DVVHW� KRXVHV��
'XULQJ� WKH�EXEEOH��&ROODWHUDOL]HG�'HEW�2EOLJDWLRQV�XVXDOO\�RSHUDWHG�ZLWK�%�DQG
GRXEOH�%�OHYHO�DVVHWV�

7KH�QRYHOW\�RI�&'2¶V�OLHV�LQ WKH�IDFW�WKDW� LQVWHDG�RI�ERQGV��GHHPHG�WRR�ULVN\�WR�
EX\��UHSUHVHQWHG�E\�WKH�GRXEOH�%�DQG�%�OHYHO�WUDQFKHV���EHLQJ�ZDUHKRXVHG�RQ�WKH�
ERRNV�GXH�WR�ORZ�GHPDQG�RQ�ILQDQFLDO�PDUNHWV��WKH\�DUH�LQVWHDG�UHSDFNDJHG�ZLWK�D�
QXPEHU�RI� VLPLODU� ORZ�WLHU�KLJK�ULVN�DVVHWV� LQFOXGLQJ�PRUWJDJH�EDFNHG�VHFXULWLHV�
DQG� RWKHU� ORDQV�� ZKLFK�� E\� WKH� ZD\�� DUH� FXVWRPL]DEOH�� DQG� SXW� LQWR� D� WUDQFKH�
VLPLODU� WR� WKDW� RI� DQ� 0%6Ύ �� DQG� EHLQJ� JLYHQ� UDWLQJV� DV� LI� WKH\� ZHUH� VROLG� DV�
WUHDVXU\�ERQGV��UHFHLYLQJ WULSOH�$�DQG�'RXEOH�$�UDWLQJV� 6RPH�RI�WKH�&'2¶V�ZHUH�
SDFNDJHG�LQ�D�ZD\�VR�WKDW�WKH\�ZHUH�RQ�WRS�RI�HDFK�RWKHU��&'2�RI�D�&'2� KHQFH�
&'2�VTXDUHG�

$FFRUGLQJ� WR� UDWLQJ� DJHQFLHV�� VXFK� UDWLQJV� ZHUH� MXVWLILHG GXH� WR� WKH� LQKHUHQW�
GLYHUVLW\� RI� WKH� XQGHUO\LQJ� DVVHWV�� 0DQ\� SHRSOH� WRGD\� VSHFXODWH� WKDW� WKH� UDWLQJ�
DJHQFLHV� WKHPVHOYHV�ZHUH� DVNHG� WR� UDWH� WKHVH� WR[LF�&'2¶V� DQG�ZHUH� WKUHDWHQHG�
ZLWK� FRPSHWLWLRQ�� PHDQLQJ� WKDW� LI� RQH� FUHGLW� UDWLQJ� DJHQF\� GLGQ¶W� SURYLGH� WKH�
ILQDQFLDO�HQWLW\�ZLWK�WKH�FUHGLW�UDWLQJ�LW�ZDQWHG��WKHQ�WKLV�HQWLW\�ZRXOG�KHDG�RYHU�WR�
WKH�FRPSHWLWRUV�

,W�PXVW�DOVR�EH�QRWHG�WKDW� WKHUH�ZDV�PRUH�WR�&UHGLW�'HIDXOW�6ZDSV�WKDQ�LW�ZRXOG�
ILUVW� VHHP��(VVHQWLDOO\�� VLQFH� WKH\�ZHUH�D�GHULYDWLYH�GULYHQ�PDUNHW�� WKH\�DGGHG�D�
FHUWDLQ�DPRXQW�RI�ULVN�LQ�WKH�LQLWLDO�0%6 DQG�DFWXDOO\�H[SRVHG�LWV�YDOXH�WR�PDUNHW�
IOXFWXDWLRQV� DQG� UHODWLYHO\� KLJK� XQFHUWDLQW\�� 8VLQJ� WKH� VLPSOLILHG� DUJXPHQW� WKDW�
WKHVH�SURGXFWV�ZHUH�LQVXUDQFHV�RQ�WKH�ERQG��LW�FDQ�EH�VWDWHG�LQ�DQ�H[DPSOH��WKDW�D�
KRXVH�� IRU� LQVWDQFH�� FDQ� EH� LQVXUHG� RQO\� RQFH� E\� D SHUVRQ�ZKR� RZQV� WKH� HQWLW\�
LWVHOI�� KRZHYHU�� QRZ� WKDW�ZH� WDNH� LQWR� FRQVLGHUDWLRQ� WKH� IXQFWLRQ� RI� GHULYDWLYHV��



SUDFWLFDOO\� DQ\RQH� FDQ� HQVXUH� WKH� KRXVH�� 7KLV�� RI� FRXUVH�� DV� D� UHVXOW� RI� WKH�
GHUHJXODWLRQ� SURFHVV� LQ� WKH� ODWH� QLQHWLHV�� 7KLV� HIIHFWLYHO\� PHDQW� WKDW� LQ� FDVH�
DQ\WKLQJ�ZDV�WR�KDSSHQ�WR�WKH�XQGHUO\LQJ�DVVHW��WKH�QXPEHU�RI�ORVVHV�LQ�WKH�V\VWHP�
ZRXOG�EHFRPH�SURSRUWLRQDWHO\�ODUJHU��7KH�FUHGLW�GHIDXOW�VZDSV�ZHUHQ¶W�UHJXODWHG��
VLQFH� WKH\� ZHUH� GHULYDWLYHV�� DQG� LQVXUDQFH� FRPSDQLHV� ZHUHQ¶W� ERWKHULQJ� WR� SXW�
DVLGH�DQ\�FDSLWDO�WR�FRYHU�WKH�ORVVHV�LQ�FDVH�WKH\�GHIDXOWHG��7KLV�NH\�IDFWRU�LQGHHG�
GHWHUPLQHG� WKH� WUDJLF� RXWFRPH� RI� WKH� FULVLV�� $FFRUGLQJ� WR� VRPH� UHVHDUFK�� WKH�
HVWLPDWHG�YDOXH�RI�RXWVWDQGLQJ�FUHGLW�GHIDXOW� VZDSV�ZDV������ WULOOLRQ�GROODUV��$Q�
8QLPDJLQDEOH�QXPEHU�FRPSDUHG�WR�WKH������WULOOLRQ�GROODU�HYDOXDWLRQ�RI�WKH�ZKROH�
8�6� VWRFN� PDUNHW� DQG� 7UHDVXULHV� PDUNHW� YDOXHG� DW� DURXQG� �� DQG� D� KDOI�WULOOLRQ�
GROODUV�

3XW� LQ� SHUVSHFWLYH�� ZKHQ� FRQVLGHULQJ� QRW� RQO\� D� VLQJOH� KRXVH�� EXW� KXQGUHGV� RI�
WKRXVDQGV�RI�KRXVHKROGV�DQG�KXQGUHGV�RI�WKRXVDQGV�RI�PRUWJDJHV��SDFNDJHG�LQWR�
PRUWJDJH�EDFNHG� VHFXULWLHV� DQG� FROODWHUDOL]HG� GHEW� REOLJDWLRQV�� FUHGLW� GHIDXOW�
VZDSV�PHDQW�WKDW�WKH�LQVXUDQFH�FRPSDQLHV�ZHUH�HVVHQWLDOO\�JLYLQJ�LQVWUXPHQWV�IRU�
EHWWLQJ�RQ�ZKHWKHU�SHRSOH�ZRXOG�EH�DEOH�WR�PDNH�WKH�SD\PHQWV�RQ�D�UHJXODU�EDVLV�
RU�QRW��:KDW� WKH� LQVXUDQFH�FRPSDQLHV�GLG�QRW�NQRZ��RU�DW� OHDVW��GLG�QRW�ZDQW� WR�
NQRZ� DW� WKH� WLPH�� ZHUH� WKH� DFWXDO� FRQWHQWV� RI� WKH�PRUWJDJHV� DQG� WKH� LQFUHGLEOH�
KLJK�ULVNV�LQYROYHG��,QYHVWRUV��RQ�WKH�FRQWUDU\��GLGQ¶W�NQRZ ZKR�WKH\�ZHUH�EHWWLQJ�
DJDLQVW"�%XW� LW� WXUQV�RXW� WKDW� WKH\�QHYHU�KDG� WR�� VLQFH�FUHGLW� UDWLQJ�DJHQFLHV� OLNH�
6WDQGDUG�DQG�3RRU¶V�DQG�0RRG\¶V�DQG�)LWFK�JDYH�VXSUHPH�UDWLQJV�WR�EDVLFDOO\�DOO�
RI�WKH�WUDQFKHV��IRU�DQ�DSSURSULDWH�IHH�

%XW�LI�WKDW�ZDVQ¶W�HQRXJK��VSHFXODWRUV�RQ�WKH�VLGH�RI�:DOO�6WUHHW��DOVR�ZDQWHG�LQ�RQ�
WKH� JDPH�� VR� WKH\� PDGH� VR�FDOOHG� ³VLGH� EHWV´� RQ� ZKHWKHU� WKH� PRUWJDJH�EDFNHG�
VHFXULWLHV�DQG�&'2FUHGLW�¶V�ZRXOG�EH�PDNLQJ�SD\PHQWV�RQ�WLPH��7KHVH�VLGH�EHWV�
ZHUH� DOVR�PDGH� LQ� UHIHUHQFH� WR�ZKHWKHU� DQ�0%6�RU�&'2�ZRXOG� GHIDXOW� RU� QRW��
7KHVH� VLGH� EHWV� ZHUH� FDOOHG� D� 6\QWKHWLF� &ROODWHUDOL]HG� GHEW� REOLJDWLRQ >��@�� $Q�
H[DPSOH�WR�WKDW�ZRXOG�EH�D�SRRO�RI����PLOOLRQ�GROODUV��ZKLFK�LV�FKRVHQ�EHFDXVH�LW�
LV� PHDQW� WR UHSUHVHQW� D� VLQJOH� PRUWJDJH� ERQG� FRPSULVHG� RI� WKRXVDQGV� DQG�
WKRXVDQGV� RI� PRUWJDJHV�� 7KH� LQLWLDO� LQYHVWRU�� ZKR� ZRXOG� EH� UHFHLYLQJ� PRQWKO\�
SD\PHQWV� FRXOG�� KRZHYHU� DV� KH� WRRN� WKHVH� DVVHWV� SXEOLF�� WKH\� VXGGHQO\� EHFDPH�
DFFHVVLEOH�WR�VSHFXODWH�XSRQ�

$V� WKH� EXEEOH� H[SDQGHG�� &'2¶V� EHFDPH� DQ� HVVHQWLDO� SDUW� RI� DQ\� LQYHVWRUV¶�
SRUWIROLR�� +RZHYHU�� LQYHVWRUV�� DOWRJHWKHU� ZLWK� VSHFXODWRUV� UHDOL]HG� WKDW� FUHDWLQJ�
DQG�IXUWKHU�FXVWRPL]LQJ�WKHVH�&'2¶V�LV�QRW�DV�HDV\�DV�VLPSO\�XVLQJ�FUHGLW�GHIDXOW�
VZDSV�DQG�RWKHU�GHULYDWLYHV�WR REWDLQ�LQYHVWPHQW�JRDOV� WKH�SUHFLVH�GHVFULSWLRQ�RI
6'2¶VΎ�� +HQFH� 6\QWKHWLF� &'2¶V� EHFDPH� D�PDMRU� SOD\HU� LQ� WKH� QHDU� IDOO� RI� WKH�
V\VWHP�� 7KH� WUXH� GDQJHU� RI� GHULYDWLYH� PDUNHWV� ZDV� LQ� WKHLU� LQKHUHQW� LQVWDELOLW\��
FRPSOH[LW\��XQSUHGLFWDELOLW\��DQG�LPSRVVLELOLW\�WR�DVVHVV�WKHLU�YDOXH��,W�LV�VDLG�WKDW�
WKH� PDUNHW� VL]H� IRU� GHULYDWLYHV� VXFK� DV� FUHGLW� GHIDXOW� VZDSV�� XVHG� WR� LQVXUH�
PRUWJDJHV� ZLWK�� ZDV� DW� OHDVW� WZHQW\� WLPHV� WKH� VL]H� RI� WKH� PDUNHW� IRU� DFWXDO�
PRUWJDJHV��,W�ZDV�D�SKHQRPHQDO�QXPEHU��,W�SUDFWLFDOO\�PHDQW�WKDW�LI�GHIDXOW�UDWHV�
JR�XS�WR�DW�OHDVW���SHUFHQW��WKH�ZKROH�ILQDQFLDO�V\VWHP�ZRXOG�LPPLQHQWO\�FROODSVH��



���

%\�WKH� WLPH�V\QWKHWLF�&'2¶V�EHFDPH�D� ODUJH�SOD\HU� LQ� WKH�PDUNHWV��GHIDXOW� UDWHV�
ZHUH�DV�KLJK�DV�IRXU�SHUFHQW�DQG�ULVLQJ��6\QWKHWLF�LQVXUDQFH�MXPSHG�IURP�D�PDUNHW�
HVWLPDWH� RI� DERXW� ��� ELOOLRQ�GROODUV� LQ������ WR� D�PLQG�EORZLQJ� ���ELOOLRQ�GROODU�
PDUNHW�LQ������

$W�WKH�WLPH��LW�ZDV�TXLWH�REYLRXV�IRU�PDQ\�HFRQRPLVWV�WKDW�WKH�WKUHH�PDLQ�DVSHFWV�
RI� D� EXEEOH� ZHUH� SUHVHQW�� WKHUH� ZDV� D� QHZ� SDUDGLJP� �QHZ� LQQRYDWLYH� ILQDQFLDO�
LQVWUXPHQWV� WR� GHDO�ZLWK� DVVHWV��ZLWK� DGYDQWDJHV� LQ� WHUPV� RI� GHUHJXODWLRQ��� KLJK�
HQJDJHPHQW��HYHU\RQH�IURP�WKH�VLGH�RI�KRPHRZQHUV�DQG�LQYHVWRUV�ZDQWHG�WR�JHW�
LQ� RQ� WKH� FUD]H�� DQG� DVVHW� SULFHV� EHFDPH� GLVSURSRUWLRQDWHO\� KLJK� DQG� KLJKO\�
YRODWLOH� LQ� WKH� VKRUW� UXQ�� 6RPH� RI� WKHP� SUHGLFWHG� D� PHUH�� FRUUHFWLRQ� VRPH�
SUHGLFWHG�DQ�HFRQRPLF�VORZGRZQ��KRZHYHU��WKHUH�ZHUH�YHU\�IHZ�ZKR�DFWXDOO\�VDZ�
WKH�XSFRPLQJ�FULVLV >�@�

6XESULPH� DQG� 3UHGDWRU\� OHQGLQJ� EHFDPH� D� PDMRU� LVVXH� GXULQJ� WKRVH� WLPHV��
&RPPHUFLDO�EDQNV�DQG�PRUWJDJH�EURNHUV�ZHUH�WDUJHWLQJ�SUDFWLFDOO\�HYHU\RQH��DQG�
WKH\� UDUHO\� GHFOLQHG� SRWHQWLDO� ERUURZHUV�� 7KHUH� ZHUH� JHQHUDOO\� WZR� DYDLODEOH�
RSWLRQV� IRU� PRUWJDJH� SURYLVLRQ�� IL[HG�UDWH� PRUWJDJHV� DQG� DGMXVWDEOH�UDWH�
PRUWJDJHV��7KH� GLIIHUHQFH� EHWZHHQ� WKH� WZR�ZDV� WKDW�ZKLOH� IL[HG�UDWH�PRUWJDJHV�
GLGQ¶W� FKDQJH� LQ� LQWHUHVW�� ZHUH� PRUH� H[SHQVLYH� DQG� UHTXLUHG� D� ODUJHU� GRZQ�
SD\PHQW��DGMXVWDEOH�UDWH�PRUWJDJHV�GLIIHUHG�LQ�SULFH��DV�WKH�GRZQ�SD\PHQW�KDG�WR�
EH� VLJQLILFDQWO\� OHVV�� DQG� ZHUH� VXEGXH� LQWHUHVW� UDWH� FKDQJHV�� PHDQLQJ� WKDW� LI�
LQWHUHVW� ZHQW� XS�� WKH� DPRXQW� RI� SD\PHQW� DOVR� KDG� WR� JR� XS�� ,QYHVWPHQW� EDQNV�
SUHIHUUHG�VXESULPH�DGMXVWDEOH�PRUWJDJHV�DV�WKH\�EURXJKW�WKH�PRVW�LQWHUHVW�

7KHUH�ZHUH�VRPH�FRQVXPHUV��KRZHYHU��ZKR�PDQDJHG�WR EULQJ�RXW�D�SURILW�RXW�RI�
WKH� KRXVLQJ� ERRP�� 6LQFH� KRXVH� SULFHV� ZHUH� VN\URFNHWLQJ� GXULQJ� WKH� ERRP��
ERUURZHUV�DFFXPXODWHG�PRUH�DQG�PRUH�HTXLW\�LQ�WKHLU�DVVHWV��7KH�HTXLW\�FRXOG�EH�
OLTXLGDWHG�� DQG� LW� EHFDPH� FDSLWDO�� 7KLV� FDSLWDO� FRXOG� EH� PDQLSXODWHG� VR� WKDW� LW�
FRXOG�EH�ERUURZHG�DJDLQVW� IXHOOLQJ� WKH� OHQGLQJ�DFWLYLWLHV RI� WKH�EDQN��,Q�PRVW�RI�
WKH�FDVHV��WKH�EXLOW�XS�HTXLW\�ZDV�XVHG�DV�D�VHFRQG�PRUWJDJH�RQ�DQRWKHU�KRPH�GXH�
WR�WKH�IDFW�WKDW�SHRSOH�ZHUH�VXUH�WKDW�KRPH�SULFHV�ZRXOG�QHYHU�IDOO�GRZQ�

7KH�PRUH�DQG�PRUH�SHRSOH�VWDUWHG�GHIDXOWLQJ�RQ� WKHLU�PRUWJDJHV�� WKH�PRUH� WR[LF�
DQG� ZRUWKOHVV� WKH� &'2¶V� KDG� EHFRPH�� 2QFH� WKH� ERUURZHUV� GHIDXOWHG� RQ� WKHLU�
PRUWJDJHV�� WKH�KRXVH��ZKLFK�ZDV�QRZ�RZQHG�E\� WKH� LQYHVWPHQW�EDQN�KDG� WR�EH�
IRUHFORVHG��7KH�DVVHW�WXUQHG�LQWR�FROODWHUDO��ZKLFK�RQ�D�ODUJH�VFDOH�GLGQ¶W�VHHP�WR�
SRVH�DQ\�NLQG�RI�SUREOHP��+RZHYHU��DV�PRUH�DQG�PRUH�RI�WKH�PRQWKO\�SD\PHQWV�
WXUQHG� IURP� DVVHWV� LQWR� FROODWHUDO�� WKH� QXPEHU� RI� KRXVHV� IRU� VDOH� RQ� WKH�PDUNHW�
FUHDWHG�D�ELJJHU�VXSSO\�WKDQ�GHPDQG��ZKLFK�PHDQW�WKDW�KRPH�SULFHV�VWDUWHG�WR�IDOO��
7KLV�FUHDWHG�D�FRPSOLFDWHG�VLWXDWLRQ IRU�KRPHRZQHUV�ZKR�ZHUH�VWLOO�SD\LQJ�WKHLU�
PRUWJDJHV�� $V� WKH� KRXVHV� LQ� WKHLU� QHLJKERXUKRRG� ZHUH� IRUHFORVHG� GXH� WR� WKH�
RZQHUV¶� LQDELOLW\� WR� VHUYLFH� WKH� GHEW�� WKHLU� SULFHV� IHOO� GUDVWLFDOO\�� DQG� VR� GLG� WKH�
SULFHV�RI�WKH�KRXVHV�RI�WKH�SHRSOH�ZKR�ZHUH�VWLOO�SD\LQJ�WKHLU�PRUWJDJHV��+DYLQJ�
UHDOL]HG� WKDW� WKH\� ZHUH� SD\LQJ� GLVSURSRUWLRQDWHO\� KLJK� DPRXQWV� UHODWLYH� WR� WKH�
DFWXDO�SULFH�RI�WKH�KRXVH��ZKLFK�ZDV�LQ�D�GUDPDWLF�GHFOLQH��WKH�RZQHUV�GHFLGHG�WR�



VLPSO\ IRUVDNH�WKH�KRXVH��3ULFHV�DFURVV�WKH�QDWLRQ�SOXPPHWHG�DQG�DW�WKDW�SRLQW��WKH�
LQYHVWPHQW�EDQNHU�ZDV�KROGLQJ�SLOHV�RI�ZRUWKOHVV� FUHGLW� DV� WKH\�ZRXOG�QHYHU�EH�
UHSDLG��7KH�WUDJHG\�RI�WKH�PDWWHU�LV�WKDW�FROODWHUDO�ZRQ¶W�VDYH�WKH�LQYHVWPHQW�EDQN��
DV� LW� LV� WRR�� LV�ZRUWKOHVV�� ,QYHVWRUV�QRZ�DUH� WU\LQJ� WR�JHW� ULG�RI� WKHVH� WR[LF�DVVHWV�
WKHPVHOYHV��VR�LQYHVWPHQW�EDQNV�FDQ¶W�VHOO�WR�WKHP��,QVXUDQFH�FRPSDQLHV�DUH�QRZ�
RQ� WKH� KRRN� EHFDXVH� RI� WKH� PRQH\� WKH\� RZH� GXH� WR� WKHLU� FUHGLW� GHIDXOW� VZDSV�
LVVXHG�WR�LQYHVWRUV��7KH�FKDLQ�RI�WKH�GLVDVWHU�ZDV�QRZ�FRPSOHWH��7KH�EXEEOH�EXUVW��
3DQLF DQG�IHDU�RI�D�JOREDO�UHFHVVLRQ�VSUHDG�RYHU�:DOO�6WUHHW��1DWXUDOO\��WKH�ZKROH�
SURFHVV�ZDV�IDU�IURP�EHLQJ�LQVWDQWDQHRXV��,W�ZDV�D�ORQJ�DQG�GHYDVWDWLQJ�\HDU�XQWLO�
WKH� ILUVW� LQYHVWPHQW�EDQN�� DW� WKH� WLPH� WKH�ELJJHVW� LQ�$PHULFD��/HKPDQ�%URWKHUV��
KDYLQJ� IDLOHG� WR� QHJRWLDWH� D� PHUJHU� RU� D� FRPSURPLVH� ZLWK� DQ\� RWKHU� ILQDQFLDO�
HQWLW\��ILOHG�IRU�EDQNUXSWF\�LQ�WKH�PRQWK�RI�6HSWHPEHU�������7KDW�GD\�'RZ�-RQHV�
LQGXVWULDO�DYHUDJH�H[SHULHQFHG�WKH�ELJJHVW�GURS�RI�RYHU�����SRLQWV��7KH�IDLOXUH�RI�
DQ�LQYHVWPHQW�EDQN�ZLWK�DQ�RYHU ����\HDU�KLVWRU\�RQFH�GHHPHG�7RR�%LJ�7R�)DLO��
KDYLQJ� HDUQHG� WKH� UHVSHFW� DQG� WUXVW� RI� JHQHUDWLRQV� RI� LQYHVWRUV�� VHQW� D� PDMRU�
ZDUQLQJ� WR� RWKHU� EDQNV� WKDW� LI� WKH\� GRQ¶W� DFW� QRZ�� WKH\� ZLOO� IDFH� WKH� IDWH� RI�
/HKPDQ�%URWKHUV��7KH�GD\�DIWHU�/HKPDQ�ILOHG�IRU�EDQNUXSWF\��$,*�ZDV�EDLOHG�RXW�
IRU����ELOOLRQ�GROODUV�E\� WKH�)HGHUDO� UHVHUYH��HIIHFWLYHO\� WDNLQJ�RZQHUVKLS�RI� WKH�
LQVXUDQFH� EDQN� JLDQW�� 2Q� WKH� ��WK� RI� 6HSWHPEHU� ������ WKH� HFRQRP\� DOPRVW�
FROODSVHG��ZKHQ LQYHVWRUV�ZLWKGUHZ�������ELOOLRQ�GROODUV�IURP�WKHLU�PRQH\�PDUNHW�
DFFRXQWV�� ,QYHVWRUV� ZHUH�PRYLQJ� IXQGV� LQWR� 8�6� WUHDVXULHV� XQGHU� QHJDWLYH� UDWHV�
HVVHQWLDOO\�QRW�FDULQJ� LI� WKH\�PDGH�D� ORVV�� WKHLU�SULPDU\�REMHFWLYH�ZDV� WR�VDYH�DV�
PXFK�FDSLWDO�DV�WKH\�FRXOG��%DQNV�GLGQ¶W�KDYH�HQRXJK�FDSLWDO�WR�FRQWLQXH�WKHLU�GD\�
WR� GD\� RSHUDWLRQV�� ,I� WKLV� ZHUH� WR� FRQWLQXH�� VKLSSHUV� ZRXOGQ¶W� KDYH� WKH� FDVK� WR�
GHOLYHU� IRRG� WR� JURFHU\� VWRUHV�� 2Q� WKH� ��VW� RI� 6HSWHPEHU� 0RUJDQ� 6WDQOH\� DQG�
*ROGPDQ�6DFKV�DJUHHG� WR�EHFRPH�FRPPHUFLDO�EDQNV�XQGHU� WKH�)HG¶V�SURWHFWLRQ��
7KH� GDUNHVW� GD\� RI� WKH� FUDVK�ZDV� WKH� ��WK� RI� 6HSWHPEHU�ZKHQ� D� ELOO�ZDV� YRWHG�
GRZQ�IRU� WKH�EDLORXW�ELOO��GXH� WR�IHDUV� WKDW� LW�ZDV�D�EDLOLQJ�RI�:DOO�6WUHHW�RXW�RI�
WD[SD\HU¶V�SRFNHWV��:KDW�WKH�KRXVH�RI�UHSUHVHQWDWLYHV�GLGQ¶W�UHDOL]H��KRZHYHU��WKDW�
WKH�ZKROH�JOREDO�HFRQRP\�ZDV�DW�VWDNH��7KDW�GD\�'RZ�IHOO��������SRLQWV��,Q�RQH�
GD\� WKH� 06&,Ύ ZRUOG� LQGH[� IHOO� E\� �� SHUFHQW�� ,W� ZDV� GHVFULEHG� E\� PDQ\� DV� D�
PDUNHW�PDVVDFUH�

7KH�FUDVK�FRQWLQXHG�RQ�IRU�D�PRQWK��,W�DOO�HQGHG�ZLWK�WKH�JRYHUQPHQW�VWHSSLQJ�LQ�
ZLWK� D WURXEOHG� DVVHW� UHOLHI� SURJUDP�� ZKHUH� DW� WKH� H[SHQVH� RI� WD[SD\HU� PRQH\��
WR[LF�DVVHWV�VXFK�DV�&'2¶V�DQG�0%6¶V�ZHUH�SXUFKDVHG��HIIHFWLYHO\�LQMHFWLQJ�FDVK�
LQWR�EDQNV >�@�

,W�ZDV�XQGHQLDEO\�D PDVVLYH�FUDVK��7KH�HVWLPDWHG�FRVW�WR�WKH�8�6�HFRQRP\�ZDV����
WULOOLRQ�GROODUV��WR�DQ�DYHUDJH�SHUVRQ��������GROODU�RI�WKHLU�OLIHWLPH�VDYLQJV�

$� QDWXUDO� TXHVWLRQ� DULVHV� IURP� DOO� RI� WKHVH� HYHQWV�� +DYH� ZH� DFWXOXDOO\� OHDUQHG�
VRPHWKLQJ� IURP� H[SHULHQFH"�:LOO� WKH� QH[W� H[SDQVLRQ� ODVW� DW� OHDVW� DV� ORQJ� DV� WKH�
SUHYLRXV�RQH��DQG�FDQ�ZH DFWXDOO\�SRVWSRQH�D�FULVLV�IURP�KDSSHQLQJ"



���

���,QGLFDWRUV�RI�FULVHV

7R�DQVZHU�WKH�TXHVWLRQV�DVNHG�LQ�WKH�SUHYLRXV�FKDSWHU� LW�LV�QHFHVVDU\�WR�H[DPLQH�
VRPH� YLWDO�PDFURHFRQRPLF� LQGLFDWRUV�� LQ� SDUWLFXODU�� FKDUWV� MXVW� EHIRUH� WKH� FUDVK��
7KH�ILUVW�WKLQJ�WR�ORRN�DW�ZRXOG�EH�WKH�VLPSOH�VXSSO\�GHPDQG�UHODWLRQVKLS�RI�WKH�VR�
FDOOHG� ³KRWWHVW� DVVHW´� RI� WKH� GHFDGH� KRXVHV�� ,W� LV� TXLWH� DQ� LPSRUWDQW� WKLQJ� WR�
XQGHUVWDQG� ZKDW� H[DFWO\� GURYH� VXSSO\� DQG� GHPDQG�� VLQFH� HYHQ� KDYLQJ� GRQH� QR�
UHVHDUFK�DW�DOO�DERXW�PRUWJDJH�EDFNHG >�@ VHFXULWLHV��&'2¶V��&'6¶V�RU�DQ\�RWKHU�
GHULYDWLYHV�RU�REOLJDWLRQV��DW�LW�ODWH�VWDJHV��SDUWLFXODUO\�LQ������������LW�ZDV�TXLWH�
REYLRXV�WKDW��XQOLNH�ZKDW�JRYHUQPHQW�RIILFLDOV�KDYH�VDLG��WKH�KRXVLQJ�PDUNHW�ZDV�
LQGHHG�LQ�D�EXEEOH��$QG�VLQFH�WKH�EXUVW�RI�EXEEOHV�WHQG�WR�EH�WKH�PDLQ�WULJJHUV�RI�
UHFHVVLRQV«+RZHYHU� LW¶V� QRW� HDV\� WR� EODPH� WKH� FRQVXPHUV� DQG� WKHLU� ODFN� RI�
XQGHUVWDQGLQJ�RI� WKH�PDUNHW�DW� WKDW� WLPH��$IWHU�DOO�� DV�PHQWLRQHG�SUHYLRXVO\�� WKH�
SHULRG� IURP� ����� DQG� ����� ZDV� LQGHHG� WKH� ]HQLWK� RI� WKH� ODUJHU� ³GHEW� F\FOH´�
GHILQHG�E\�5D\�'DOLR�DV�WKH�PRPHQW�RI�PD[LPXP�SXEOLF�FRQILGHQFH�LQ�HWHUQDO�DQG�
XQVWRSSDEOH HFRQRPLF JURZWK�DQG UHFNOHVV GHEW� ILQDQFHG� LQYHVWPHQW��%HKDYLRUDO�
HFRQRPLFV�� D� QHZO\� GLVFRYHUHG� ILHOG� LQ� WKRVH� WLPHV�� UHYHDOHG� WKDW� HYHQ� WKRXJK�
VRPH� SHRSOH� VXEFRQVFLRXVO\� UHDOO\� GLG� H[SHFW� D� FUDVK� WR� KDSSHQ�� SUDFWLFDOO\�
HYHU\RQH� XQGHUHVWLPDWHG� LWV� VHYHULW\� DQG� WLPLQJ�� ,Q� VKRUW� �ZKHQHYHU� WKHUH� LV� D�
VXGGHQ� DQG� VLJQLILFDQWO\� GLVSURSRUWLRQDWH� FKDQJH� RI� WKH� UDWLR� RI� VXSSO\� DQG�
GHPDQG� RI� D GHEW� ILQDQFHG RYHUYDOXHG DVVHW�� W\SLFDOO\� ZLWKLQ� GD\V� RU� ZHHNV�
�GHSHQGLQJ� RQ� WKH� DVVHW��� LW� LV� JHQHUDOO\� VDLG WKDW� DW� WKDW� SDUWLFXODU�PRPHQW� WKH�
EXEEOH�WKDW�KDV�IRUPHG KDV�EHJXQ�EXUVWLQJ��1RZ�ZKHWKHU�WKLV�EXUVW�ZRXOG�HQG�XS�
LQ�D�UHFHVVLRQ�RU�QRW��LV�D�TXHVWLRQ�WKDW�LV�DQVZHUHG�E\ WKH�H[SRVXUH�RI�GHSRVLWRU\�
DQG�QRQ�GHSRVLWRU\� ILQDQFLDO� LQVWLWXWLRQV� WR� WKH�H[WHQW�RI� WKH�DVVHW�EXEEOH�� ,Q� WKH�
FDVH�RI�WKH������FUDVK��WKHUH�ZHUH�WZR�YHU\�VLPSOH�TXHVWLRQV��RQH�RI�ZKLFK�FRXOG�
EH� DQVZHUHG� SUDFWLFDOO\� LPPHGLDWHO\�� ³LV� WKHUH� D� KRXVLQJ� EXEEOH"´� DQG� ³KRZ�
H[SRVHG� DUH� WKH� EDQNV´��$QG� E\� ³EDQNV´� ,� JHQHUDOO\�PHDQ� ILQDQFLDO� LQVWLWXWLRQV�
WKDW�KDYH�ILQDQFHG�WKH�DFTXLVLWLRQ�RI�WKH�DVVHWV��RU�KDYH�JHQHUDOO\�LQWHUDFWHG�ZLWK�LW�
LQ� DQ\� ZD\�� VXFK� LQWHUDFWLRQV� LQFOXGH� FUHDWLQJ� ILQDQFLDO� WRROV� WR� WUDGH� ZLWK�
GHULYDWLYHV� RI� WKH� XQGHUO\LQJ� DVVHW�� HQJDJLQJ� LQ� IUDXGXOHQW� DFWLYLW\� LQYROYLQJ�
EULEHULHV��UHFNOHVV�OHQGLQJ�DQG�VR�RQ��'UDVWLF�GHFOLQHV�LQ�WKH�YDOXH�RI�WKH�DVVHW�WKDW�
KDV� XQGHUJRQH� D� EXUVW�� DUH� XVXDOO\� SURFHHGHG� ZLWK� VR� FDOOHG� ³PDUNHW� ULSSOHV´��
ZKLFK�FDQ�WR�VRPH�H[WHQG�EH�LQWHUSUHWHG�DV�³DIWHUVKRFNV´�GHSHQGLQJ�RQ�WKH�OHYHO�
RI�H[SRVXUH�RI�RWKHU�FRPSDQLHV >�@��

+RZHYHU� DV� VHHQ�RQ� WKH�JUDSK�EHORZ��DQ� LQWHUHVWLQJ�SDWWHUQ�RFFXUV�EHWZHHQ� WKH�
VXSSO\�RI�D�SDUWLFXODU�DVVHW�DQG�SHULRGV�RI� UHFHVVLRQV� ,W� WXUQV�RXW� WKDW ZKHQHYHU�
WKHUH�LV�D�VLJQLILFDQW�RYHUVXSSO\�RI�KRXVHV�RQ�WKH�PDUNHW��D�UHFHVVLRQ�RFFXUV��7KH�
VDPH�FDQ�EH�VDLG�RI�YHKLFOH�VDOHV�WR�WKH�QRQ�EXVLQHVV�SULYDWH�VHFWRU�



)LJXUH�����0RQWKO\�VXSSO\�RI�KRXVHV�LQ�WKH�8QLWHG 6WDWHV�

6RXUFH��8�6��&HQVXV�%XUHDX�DQG�8�6��'HSDUWPHQW�RI�+RXVLQJ�DQG�8UEDQ�'HYHORSPHQW��0RQWKO\�

6XSSO\�RI�+RXVHV�LQ�WKH�8QLWHG�6WDWHV�>06$&65@��UHWULHYHG�IURP�)5('��)HGHUDO�5HVHUYH�%DQN�RI�6W��

/RXLV��KWWSV���IUHG�VWORXLVIHG�RUJ�VHULHV�06$&65��1RYHPEHU����������

)LUVW� RI DOO�� WKHUH� LV� D� YHU\� JRRG� UHDVRQ� ZK\� WKHVH� SDUWLFXODU� SURGXFWV� WHQG� WR�
SUHGLFW�� RU� DW� OHDVW�� VWDWH� WKDW� WKH� HFRQRP\� LV� LQ� D� UHFHVVLRQ� EHWWHU� WKDQ� RWKHUV��
7KHVH�DUH�H[FOXVLYHO\�GHEW�ILQDQFHG�SURGXFWV��PHDQLQJ�WKDW�WKH\�DUH�YHU\�FORVHO\�
FRQQHFWHG� WR� WKH� VXSSO\� DQG� GHPDQG� IRU� FUHGLW� DQG� LQWHUHVW� UDWHV�� FRQVHTXHQWO\�
WDNLQJ� RQ� GHIDXOWV� ILUVW�� 7R� XQGHUVWDQG� WKH� FRQQHFWLRQ� EHWZHHQ� UHFHVVLRQV� DQG�
KRPHV��LW�PXVW�EH�QRWHG�WKDW�LQ�WKH�FDVH�RI�WKH JUDSK��WKH�VXSSO\�UDWLR� ZKLFK�LV�WKH�
UDWLR�RI�WKH�KRXVHV�IRU�VDOH�YV� WKH�KRXVHV�VROG LV�H[SUHVVHG��,W�LV�JHQHUDOO\�DUJXHG�
WKDW� WKH� UHDVRQ� IRU� WKH� RYHUVXSSO\� RI� VXFK� SDUWLFXODU� GHEW�ILQDQFHG� DVVHWV� LV��
QDWXUDOO\�� WKH�ODUJHU�FUHGLW�F\FOH� +RZHYHU�� WKH�VWRU\�LV�D�ELW�GLIIHUHQW�LQ�FDVH�WKH�
DVVHW� LV� RYHUYDOXHG� WR� D� OHYHO� RI� ZKHQ LW� LWVHOI� EHFRPHV� D� EXEEOH� $V� WKH�
FRQVXPHUV��ZKR�ZHUH�OXUHG�E\�EDQNV�LQWR�EX\LQJ�KRPHV�ZLWK�ORZ�GRZQ�SD\PHQWV��
DEVHQFH�RI�LQFRPH�YHULILFDWLRQ��SHRSOH�OLYLQJ�LQ�WKH�KRXVHKROG�DQG�VLPLODU�FUXFLDO�
LQIRUPDWLRQ��KDYH�VWDUWHG� WR�GHIDXOW�RQ� WKHLU�PRQWKO\�PRUWJDJH�SD\PHQWV��GXH� WR�
WKH� VXGGHQ� VSLNH� LQ� LQWHUHVW� UDWHV� �VLQFH�PRVW� RI� WKH� SHRSOH� KDG� DGMXVWDEOH� UDWH�
PRUWJDJHV��� WKH\�ZHUH�HYLFWHG�IURP�WKHLU�KRXVHV��HVVHQWLDOO\�EHFRPLQJ�KRPHOHVV��
RU�LQ�QHHG�RI�VKHOWHU��7KH�KRXVH�JRW�XQGHU�WKH�SRVVHVVLRQ�RI�WKH�LQYHVWRU��,W�ZDVQ¶W�
VXFK� D� ELJ� GHDO� ZKHQ� RQO\� D� FRXSOH� RI� KRXVHKROGV� GHIDXOWHG�� +RZHYHU�� VXFK�
GHIDXOWV�EHFDPH�PRUH�DQG�PRUH�IUHTXHQW��PRUH�DQG�PRUH�SHRSOH�EHFDPH�HYLFWHG�
IURP� WKHLU� KRPHV� DQG� LW� FUHDWHG� D� ODUJH� VXSSO\� RI� KRXVHV� WKDW� GURYH� WKHLU� SULFH�
GRZQ��VLQFH�DW�WKH�WLPH��QR�RQH�ZDV�ZLOOLQJ�WR�EX\��7KH�VLWXDWLRQ�ZDV�VLPLODU�ZLWK�
WKH�DXWRPRWLYH�LQGXVWU\��7KH�SULFHV�IRU�RWKHU�JRRGV�ZHUHQ¶W�DIIHFWHG�XS�XQWLO� WKH�
JRYHUQPHQW�DQQRXQFHG�WKDW� WKHUH�ZDV�D�FKDQFH�RI�D�UHFHVVLRQ�LQ�������ZKHQ�WKH�
KRXVLQJ� EXEEOH� KDG� DOUHDG\� EXUVW� DQG� WKHUH� ZDV� DOUHDG\� D� JLJDQWLF� RYHUVXSSO\��



���

7KLV�H[DPSOH�VKRZV�RQFH�PRUH�WKDW�GHEW�ILQDQFHG�SURGXFWV�DUH�WKH�RQHV�WDNLQJ�RQ�
GHIDXOWV� ILUVW� HVWDEOLVKLQJ� WKH� ILUVW� FXH� WKDW�D� UHFHVVLRQ� LV� MXVW�DURXQG�DURXQG� WKH�
FRUQHU�

7RGD\�LW�LV�FOHDU�WKDW�ZKLOH�KRXVLQJ�LQ�(XURSHDQ�FDSLWDO FLWLHV�FRQWLQXHV�WR�EHFRPH�
PRUH� H[SHQVLYH� DQG� XQDIIRUGDEOH�� PDQ\� DUH� FKRRVLQJ� DQ� DOWHUQDWLYH� WR� EX\LQJ�
KRPHV�� 5HQWLQJ� UHDO� HVWDWH� KDV� EHFRPH� HYHU� VR� SRSXODU� LQ� WKH� SDVW� \HDUV�� WKLV��
QDWXUDOO\� PRYHV� WKH� GHPDQG� IRU� QHZ� KRXVH� GRZQ�� 7KDW� LV� SUHFLVHO\� WKH� FDVH�
%XGDSHVW��0RVW� RI� WKH�KRXVLQJ�GHPDQG� LQ�%XGDSHVW� LV� H[SUHVVHG� DV�GHPDQG� IRU�
VHFRQG�KDQG�KRPHV��:LWK�SULFH�LQFUHDVHV�RI�XS�WR�����DQQXDOO\��GHPDQG�IRU�QHZ�
KRPHV� LV� GULYHQ� GRZQ� :KLOH� WKH� GHPDQG� DURXQG� WKH� FRXQWU\� FRQWLQXHV� WR�
LQFUHDVH��PRUH�DQG�PRUH�QHZ�KRPHV�DUH�EXLOW�HDFK�\HDU��HIIHFWLYHO\�LQFUHDVLQJ� LWV
SULFHV��$V�D�PDWWHU�RI�IDFW��KRVH�SULFHV�KDYH�EHJXQ JURZLQJ�VLQFH�WKH�SURYLVLRQ�RI�
WKH�JRYHUQPHQW�VXEVLGLDU\�SURJUDP�IRU�\RXQJ�IDPLOLHV�LQ�������,Q������WKH�DQQXDO�
FKDQJH�LQ�KRXVH�SULFHV�FRPSDUHG�WR������ZDV���������DFFRUGLQJ�WR�)+%�EDQN��6R�
IDU��VXSSO\�VHHPV�WR�PHHW�GHPDQG��PHDQLQJ LQ�+XQJDU\ WKH�KRXVLQJ�PDUNHW�VKRZV�
QR� VLJQV� RI� D� UHFHVVLRQ�� KRZHYHU� LW� LV� \HW� XQFOHDU� LI� WKH� WUHQG� ZLOO UHPDLQ�
XQDIIHFWHG� E\� WKH� JOREDO� HFRQRPLF� VORZGRZQ� GHYHORSHG� FRXQWULHV� DUH� IDFLQJ�
QRZDGD\V�� ,W� FDQ� EH� VWDWHG� WKDW� QRZDGD\V� WKH� DYHUDJH +XQJDULDQ� FRQVXPHU� LV�
JHQHUDOO\�ZHOO�RII��7KH�+XQJDULDQ�FRQVXPHU�SULFH� LQGH[� LV�DW� LWV�KLJKHVW��SHRSOH�
DUH� HQFRXUDJHG� WR� VSHQG� PRUH� DQG� VDYH� OHVV�� IRUHLJQ� LQYHVWRUV� ORRN DW� WKH�
+XQJDULDQ�HFRQRP\�DV�D�VRXUFH�RI�LQFRPH�ZLWK�RQH�RI�WKH�KLJKHVW�LQWHUHVW�UDWHV�LQ�
(XURSH�� WKHUHIRUH� WKH\� DUH� HQFRXUDJHG� WR� OHQG� PRQH\� LQ WKH� IRUP� RI� EX\LQJ�
JRYHUQPHQW� ERQGV� RQH� RI� WKH� PRVW� SRSXODU� SDVVLYH� LQYHVWPHQW� WRROV� RQ� WKH�
PDUNHW� WKDW� LV� KHDYLO\�SURPRWHG�QRW� RQO\� WR� ULFK� LQYHVWRUV�� EXW� DOVR� WR� HYHU\GD\�
SHRSOH�� 3HRSOH� DUH� HVVHQWLDOO\� EXLOGLQJ� FRQILGHQFH� LQ� WKH� +XQJDULDQ� HFRQRP\��
ZKLFK�LV�IUDQNO\��QRW�DQ�HDV\�WKLQJ�WR�GR�DV�WKH�IHDUV�RI�WKH�RQJRLQJ�PDQXIDFWXULQJ�
UHFHVVLRQ� VSUHDGLQJ� RXW� WR� WKH� JOREDO� HFRQRP\�� ZKLFK�� LQ� PDQ\� HFRQRPLVWV¶�
RSLQLRQ��LV�LPPLQHQW���

+RZHYHU��LQLWLDOO\�SURSRVHG�E\�:DUUHQ�%XIIHW��WKH�PDUNHW�FDSLWDOL]DWLRQ�DQG�*'3�
UDWLR�FDQ�LQGHHG�VHUYH�DV�D�EHWWHU��PRUH�WUDQVSDUHQW UHOLDEOH DQG�HDVLO\�DFFHVVLEOH�
VRXUFH� IRU� D� EDVH� RI� ODUJH�VFDOH� PDFURHFRQRPLF� SUHGLFWLRQV >�@�� � ,W� EDVLFDOO\�
HVWLPDWHV�WKH�RYHU�RU�XQGHUYDOXDWLRQ�RI�D�FHUWDLQ�PDUNHW��$V�RI�WRGD\��WKH�PDUNHW�LV�
VLJQLILFDQWO\�RYHUYDOXHG��%DVLFDOO\�� WKHUH� LV�D�PDUNHW� LQGH[�FDOOHG�:LOVKLUH������
WKDW� LV�D�PDUNHW�FDSLWDOL]DWLRQ�ZHLJKWHG�LQGH[�RI������SXEOLFO\�WUDGHG�FRPSDQLHV�
ZKR¶V�KHDGTXDUWHUHG�LQ�WKH�8QLWHG�6WDWHV��WUDGHG�RQ�WKH�$PHULFDQ�VWRFN�H[FKDQJH��
DQG�ZKDW¶V�SULFLQJ�LQIRUPDWLRQ�LV�DYDLODEOH�WR�WKH�SXEOLF��7R�HVWLPDWH�ZKHWKHU�WKH�
PDUNHW�LV�RYHUYDOXHG�RU�QRW�ZH�VLPSO\�GLYLGH�WKH LQGH[��ZKLFK�LV�QRZ����WULOOLRQ�
GROODUV� RYHU� WKH� WRWDO� *'3� RI� WKH� 8QLWHG� 6WDWHV�� DW� WKH� PRPHQW� RI� ZULWLQJ� WKLV�
DUWLFOH� LV� ��� WULOOLRQ� GROODUV� DQG�ZH� JHW� D� QXPEHU�RI� ������7KLV�PHDQV� WKDW� WKH�
WRWDO� PDUNHW� LQGH[� LV� ���� SHUFHQW� RI� WKH� ODVW� UHSRUWHG� *'3�� +RZHYHU�� DQRWKHU�
LQWHUHVWLQJ� SDWWHUQ� HPHUJHV� ZKHQ� ORRNHG� DW� WKH� KLVWRULFDO� GDWD� RI� VXFK� UDWLRV��
:KHQHYHU� WKH� PDUNHW� FDS� DQG� *'3 UDWLRV� ZHUH� RYHU� ������ D� UHFHVVLRQ� ZRXOG�
IROORZ��



)LJXUH����7KH�5DWLR�RI�7RWDO�0DUNHW�&DS�WR�86�*'3

6RXUFH��*XUX)RFXV��LQWHUDFWLYH�FKDUW������������

,W�LV�FOHDUO\�REVHUYHG�RQ�WKH�JUDSK�DERYH�WKDW�WKH�PRVW�UHFRJQL]DEOH������GRW�FRP�
EXEEOH� DQG� WKH� ����� FUDVKHV� KDSSHQHG� ZKHQ� WKH� PDUNHW� FDSLWDOL]DWLRQ� WR� *'3�
UDWLRV�ZHUH�RYHU�����SHUFHQW��,W�LV�DOVR�LPSRUWDQW�WR�QRWH�WKDW�LQWHUHVW�UDWHV�SOD\�WKH�
OHDGLQJ�UROH�LQ�GHWHUPLQLQJ�WKH�WRWDO�PDUNHW�FDS�DQG�*'3�UDWLRV��+DYLQJ�UHYLHZHG�
ERWK� RI� WKH� FKDUWV�� LW� EHFRPHV� HYLGHQW� WKDW� ,QWHUHVW� UDWHV� DUH� LQGHHG� LQYHUVHO\�
UHODWHG�WR�WKH�VSLNHV�LQ�WKH�WRWDO�PDUNHW�FDSLWDOL]DWLRQ�WR�*'3�UDWLR��,W�PD\�EH�TXLWH�
FRQIXVLQJ� DW� ILUVW� KRZHYHU� LW� LV� EDVHG� RQ� D� VLPSOH� IDFW�� ,QYHVWRUV� DUH� JHQHUDOO\�
LQWHUHVWHG� LQ� WKH� UHWXUQV� WKH\�ZRXOG� JHW� RQ� DQ� LQYHVWPHQW��:KHQ� VSHQGLQJ� KXJH�
DPRXQWV�RI�PRQH\��LQYHVWRUV�KDYH�JHQHUDOO\�WZR�FKRLFHV��WR�VSHQG�WKHLU�PRQH\�RQ�
ULVN� IUHH� ORZ� \LHOGLQJ� DVVHWV� VXFK� DV� JRYHUQPHQW� WUHDVXU\� ERQGV�� RU� VLPLODU�
VHFXULWLHV�LQVXUHG�E\�WKH�86�JRYHUQPHQW��RU�WKH\�FDQ�LQYHVW�LQ�ULVNLHU�DVVHWV�VXFK�
DV�VWRFNV�RU�HQJDJH�LQ�EXVLQHVV�DFWLYLWLHV��+RZHYHU��WKH�RXWFRPH�RI�WKHLU�GHFLVLRQ�
ZLOO�EH�EDVHG�RQ�WKH�LQWHUHVW�UDWHV��:KHQHYHU�LQWHUHVW�UDWHV�DUH�ORZ��WKH�LQYHVWRU�LV�
PRUH�OLNHO\�WR�DEVWDLQ�IURP�EX\LQJ�JRYHUQPHQW�ERQGV�DV�WKHLU�UDWH�RI�UHWXUQ�LVQ¶W�
DV� KLJK� DV� WKDW� RI� VWRFNV�� VR� WKH� LQYHVWRU� EX\V� VWRFNV�� WKXV� LQFUHDVLQJ� PDUNHW�
FDSLWDOL]DWLRQ RI�WKH�JLYHQ�FRPSDQ\�DQG�VLPXOWDQHRXVO\�LQFUHDVLQJ�WKH�UDWLR�RI�WKH�
WRWDO�PDUNHW�FDSLWDOL]DWLRQ� WR�*'3��&RQYHUVHO\��ZKHQ� LQWHUHVW� UDWHV�DUH�KLJK�� WKH�
LQYHVWRU�ZLOO�PRUH�OLNHO\�LQYHVW�LQ�ERQGV��DV�LW�LV�XQSURILWDEOH�IRU�KLP�WR�WDNH�RXW�
ORDQV�RU�EX\�VWRFNV� DV�KH�YLHZV�LW�DV�D�FHUWDLQW\�WKDW�ERQGV�ZLOO�VLPSO\�EULQJ�KLP�
PRUH�SURILW��$V�LQ�WKH�SUHYLRXV�H[DPSOH��WKH�UROH�RI�LQWHUHVW�UDWHV�SURYLGHV�D�VKRUW�
FXW�WR�FUHGLW� WKH�PDLQ�FXOSULW�RI�UHFHVVLRQ��WKXV�DQ\�DFWLYLW\�GRQH�E\�WKH�LQYHVWRU�
ZLOO�XQGRXEWHGO\�FRQWULEXWH�WR�WKH�ORQJ�WHUP�GHEW�F\FOH��WKXV�GLUHFWO\�DIIHFWLQJ�WKH�
DELOLW\�WR�SUHGLFW�UHFHVVLRQV��7KDW�LV�WKH�NH\�HOHPHQW��



���

)LJXUH�����)HGHUDO�)XQGV�UDWH

6RXUFH��*XUX)RFXV��LQWHUDFWLYH�FKDUW������������

,Q� WKH� PRGHUQ�GD\� HFRQRP\�� WKDQNV� WR� WKH� PRUH� OLEHUDOL]HG� HFRQRPLF� V\VWHP��
SUDFWLFDOO\� DQ\ERG\� FDQ� SLFWXUH� WKHPVHOYHV� LQ� WKH� SODFH� RI� WKH� LQYHVWRU�� )RU� WKH�
ILUVW� WLPH� LQ� KLVWRU\� LQWHUHVW� UDWHV� DURXQG� (XURSH� KDYH� VXUSDVVHG� WKH� �� SHUFHQW�
JRLQJ�GHHS�LQWR�QHJDWLYH�WHUULWRULHV� ,W LV�QRZ�LQHIIHFWLYH�WR�OHQG�\RXU�PRQH\�WR�WKH�
JRYHUQPHQW�� DV� \RX� ZRXOG� HIIHFWLYHO\� JHW� EDFN� OHVV�� 1HJDWLYH LQWHUHVW� UDWHV�
SUDFWLFDOO\�PHDQ� WKDW� LQYHVWRUV ZRXOG�KDYH� WR�SD\� WR� WKH�ERQG� LVVXLQJ� HQWLW\� IRU�
OHQGLQJ� WKHLU� RZQ� PRQH\�� IRU� LQVWDQFH�� $W� ILUVW� LW� VHHPV� FRXQWHULQWXLWLYH� DQG�
FRQIXVLQJ�EXW�PDQ\�UHJDUGV WKLV�DV�DQ�LQFUHGLEO\�VWURQJ�VWLPXOXV�IRU�FRQVXPHUV�WR�
HQJDJH� LQ�EX\LQJ�PDUNHWDEOH�GHEW�� RU� LQ�RWKHU�ZRUGV�� JHW�FUHGLW��$IWHU� DOO�� LI�ZH�
H[DPLQH� WKH� VLWXDWLRQ� IURP� WKH� VLGH�RI� WKH�EDQNV�� LW� LV�REYLRXV� WKDW«�6RPH�FDOO�
LQWHUHVW� UDWHV� D� ZHDSRQ� RI� PDVV� GHVWUXFWLRQ�� ZKHUHDV� VRPH� FDOO� LW� D� QHFHVVDU\�
DFWLRQ�WR�ERRVW�WKH�HFRQRP\��7KH�RQO\�YLVLEOH�RXWFRPH�RI�QHJDWLYH��RU�LQFUHGLEO\�
ORZ� LQWHUHVW� UDWHV� LV� WKDW� WKH\� XQGHQLDEO\� DIIHFW� WKH� PDUNHW FDSLWDOL]DWLRQ� RI�
FRPSDQLHV��DV� LQYHVWRUV�DUH�GUDZQ�WR�JHWWLQJ�PRUH�DQG�PRUH�FUHGLW�DQG� LQYHVW� LQ�
WKH� VWRFN�PDUNHW�� 7KH� IHGHUDO� UHVHUYH� KDV� NHSW� D� VWHDG\� LQWHUHVW� UDWH� RI� �� IRU�
QHDUO\�D�GHFDGH�EHIRUH�LW�VWDUWHG� LQFUHDVLQJ�WKHP�DV�JOREDO�RLO�SULFHV�IHOO�LQ�������
7KLV�� LQ� WXUQ�FUHDWHG�DQ�³RSSRUWXQLW\�ZLQGRZ´� IRU�PDQ\� LQYHVWRUV� WR�EX\�VWRFNV�
DQG�LQFUHDVH�WKH�OHYHUDJH�UDWLRV�RI�WKH�HFRQRP\��,W�FDQ�EH�VWDWHG�WKDW�WKH�HFRQRP\
LV�KLJKO\� OHYHUDJHG��ZKLFK�JLYHV�RII�ZDUQLQJV� IRU� WKH� VRFLHW\� WKDW� D� UHFHVVLRQ� LV�
LQGHHG�RQ�WKH�FRUQHU��



7KH�PDMRU�GLVDGYDQWDJH�RI�ERWK�RI�WKH�SUHYLRXVO\�PHQWLRQHG�PHWKRGV�RI�UHFHVVLRQ�
LQGLFDWLRQ� LV� WKDW� WKH\�GRQ¶W�VHW�D�VSHFLILF� WLPHIUDPH�ZLWKLQ ZKLFK�D� UHFHVVLRQ� LV�
LPPLQHQW�� ,Q� RWKHU� ZRUGV�� XVLQJ� WKH� H[DPSOH� RI� WKH� VR� FDOOHG� ³ZDUUHQ� EXIIHW�
LQGH[´�� HYHQ� WKRXJK� ZH� NQRZ� WKDW� WKH� HFRQRP\� LV� KLJKO\� OHYHUDJHG�� ZH� GRQ¶W�
NQRZ� ZKHQ� ZLOO� WKH� 8QLWHG� 6WDWHV� HQWHU� LQWR� D� UHFHVVLRQ� DQG� KRZ� ELJ� WKH�
RYHUYDOXDWLRQ� PXVW� EH� IRU� LW� WR� JLYH� LUUHSDUDEOH� HIIHFWV�� :H� DOVR� GRQ¶W� NQRZ�
ZKHWKHU�WKHUH�LV�VRPH�FRUUHODWLRQ�EHWZHHQ�WKH�SHUFHQWDJH�RI�RYHUYDOXDWLRQ�DQG�WKH�
VHYHULW\�RI�WKH�SURFHHGLQJ�UHFHVVLRQ��$V�IDU�DV�ZH�FDQ�WHOO�ZH�QRZ�NQRZ�WKDW�WKH�
SURSHU� TXHVWLRQ� WR� DVN� LV� QRW� ³LI� WKHUH� LV� JRLQJ� WR� EH� D� UHFHVVLRQ´� EXW� ³ZKHQ� LV�
WKHUH�JRLQJ�WR�EH�D�UHFHVVLRQ´��

$PRQJ�WKH�PRVW�SRSXODU�LQGLFDWRUV�WKDW�KDYH�SURYHQ�WR�EH�FUHGLEOH�GXH�WR�FDUHIXO�
DQDO\VLV�� RQH� FDQ� SRLQW� RXW� FRQILGHQFH� LQGH[HV�� ZKLFK� DUH� EDVHG� RQ� VXEMHFWLYH�
WKRXJKW�RQ KRZ�ZHOO� WKH�FRXQWU\�LV�GRLQJ�ERWK�SROLWLFDOO\�DQG�HFRQRPLFDOO\��7KH�
LQGH[� EDVLFDOO\� WHOOV� KRZ� SHRSOH� IHHO� FRQFHUQLQJ� WKHLU� RZQ� ZHOOEHLQJ�� KRZ�
FRQILGHQW�DUH�WKH\�LQ�WKH�IXWXUH�JHRSROLWLFDO�UHODWLRQVKLSV��$Q�H[DPSOH�RI�VRPH�RI�
WKH� WKLQJV� WKDW� WKH�PRGHUQ�HFRQRP\�PXVW�EH�DZDUH�RI�QRZDGD\V� LV� WKH�VR�FDOOHG�
³WUDGH� ZDU´� EHWZHHQ� WKH� WZR� OHDGLQJ� JOREDO� HFRQRPLHV� WKH� 86$� DQG� &KLQD�
7KH� IHGHUDO� UHVHUYH� UHFHVVLRQ� SUREDELOLW\�PRGHO� LV� DOVR� WKRXJKW� WR� EH� D� FUHGLEOH�
VRXUFH�RI�D�UHFHVVLRQ�LQGLFDWRU�FKDUW��ZKHUH�EDVHG�RQ�WKH�VSUHDG�RI�WKH����\HDU�DQG�
WKUHH�PRQWK�8�6�7UHDVXU\�\LHOGV�

$W�WKLV�SRLQW�,�ZRXOG�OLNH�WR�LQWURGXFH�SHUKDSV�RQH�RI�WKH�PRVW�LPSRUWDQW�DQG�PRVW�
FUHGLEOH�VRXUFHV�RI�FULVLV�LQGLFDWLRQ��

�� &RQFOXVLRQ

,W� WRRN� WKH� JOREDO� HFRQRP\� URXJKO\�KDOI� D� GHFDGH� WR� UHWXUQ� WR� SUH�FULVLV� JURZWK�
UDWHV�� ,W� ZDV�� KRZHYHU� LQ� VRPH� ZD\V�� D� YHU\� GLIIHUHQW� ZRUOG� ILQDQFLHUV� IRXQG�
WKHPVHOYHV�EDFN� LQ������� ,Q�D�ZRUOG�RI�D� WHFKQLORJLFDO� UHYROXWLRQ�� OLJKWQLQJ� IDVW�
WUDGLQJ� DOJRU\WKPV� DQG� HYHU� FRPSOLFDWHG� ILQDQFLDO� SURGXFWV�� DOZD\V� FKDQJLQJ�
ILQDQFLDO� GHUHJXODWRU\� SROLFLHV� DQG� PRVW� LPSRUWDQWO\�� JUHHG�� KLVWRU\� LV� WKH� RQO\�
WKLQJ�WKDW�VWD\V�FRQVWDQW��0DQ\�RI�WKH�KDOOPDUNV RI�FULVHV�KDYH�EHHQ�VSRWWHG�ZHOO�
EHIRUH� WKH� FXUUHQW� FRURQDYLUXV� FULVLV�� OLNH�\LHOG� FXUYH� LQYHUVLRQV�� KLJK�PDUNHW� WR�
JGS YDOXDWLRQV�� KLJK�GHEW� OHYHOV��%XW� LQ� UHDOLW\�� MXVW� OLNH����\HDUV� DJR�� YHU\� IHZ�
SHRSOH�DFWXDOO\�VDZ�WKDW�WKH�RQO\�WKLQJ�VWDQGLQJ�EHWZHHQ WKHP�DQG�D�FULVLV�ZDV�D�
PHUH�SXVK�



���
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