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([HEXWLYH VXPF

$UWLFOH &55 ,, 'LVFORVXUH UHTXLUHPHQWY DQG SROLFLHV

3XUSRVH RI 3LOODU

$UWLFOH &55 ,, 1RQ PDWHULDO SURSULHWDU\ RU FRQILGHQWLDO LQIRUPDWLRQ
$UWLFOH &55 ,, )J)UHTXHQF\ VFRSH DQG PHDQV RI GLVFORVXUH

*RYHUQDQFH DSSURYDO DQG SXEOLFDWLRQ

$UWLFOH &55 ,, 6FRSH RI DSSOLFDWLRQ

2UJDQLVDWLRQDO VWUXFWXUH
2SHUDWLQJ PRGHO
&RUH EXVLQHVY OLQHV

$UWLFOH &55 ,, .H\ PHWULFV
7TDEOH (8.0 .H\ PHWULFV

$UWLFOH D &55,, 2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV
7DEOH (8 && &RPSRVLWLRQ RI UHJXODWRU\ RZQ IXQGV
7DEOH (8 && 5HFRQFLOLDWLRQ RI UHIJXODWRU\ RZQ IXQGV WR EDODQFH VKHHW LQ W
7TDEOH (81, 'LITHUHQFHVY EHWZHHQ WKH DFFRXQWLQJ VFRSH DQG WKH VFRSH RI SU)>
ILQDQFLDO VWDWHPHQW FDWHJRULHV ZLWK UHJXODWRU\ ULVN FDWHJRULHYV
7DEOH (8 1/, 0DLQ VRXUFHV RI GLITHUHQFHY EHWZHHQ UHJXODWRU\ H[SRVXUH DPRX(

VWDWHPHQWYV
7DEOH (8 &&% 0DLQ IHDWXUHV RI UHJXODWRU\ RZQ IXQGV LQVWUXPHQWY DQG HOLJLE

7TDEOH (8 ,/$& ,QWHUQDO ORVV DEVRUELQJ FDSDFLW\ LQWHUQDO 05(/ DQG ZKHUH DS
HOLJLEOH OLDELOLWLHV IRU QRQ (8 * 6,,V
$UWLFOH &55 ,, 2ZQ IXQGV UHTXLUHPHQWY DQG ULVN ZHLJKWHG H[SRVXUH DPRXQWYV

&DOFXODWLQJ FDSLWDO UHTXLUHPHQWYV
7DEOH (829 2YHUYLHZ RI WRWDO ULVN H[SRVXUH DPRXQWV

$SUWLFOH &55 ,, 5LVN PDQDJHPHQW REMHFWLYHV DQG SROLFLHV
5LVN REMHFWLYHV
5LVN JRYHUQDQFH
5LVN PDQDJHPHQW IUDPHZRUN
+LJK OHYHO DVVHVVPHQW
5LVN DSSHWLWH
5LVN DVVHVVPHQW PHWKRGRORJ\ DQG UHSRUWLQJ VI\VWHPV
(VFDODWLRQ RI ULVNV DQG LVVXHV
5HFRYHU\ DQG UHVROXWLRQ SODQQLQJ
&OLPDWH DQG HQYLURQPHQWDO UHODWHG GLVFORVXUHV
$SUWLFOH &55 ,, &UHGLW ULVN TXDOLW\ DQG GLOXWLRQ ULVN
"HILQLWLRQ DQG LGHQWLILFDWLRQ
&UHGLW ULVN PDQDJHPHQW IUDPHZRUN
&UHGLW ULVN PDQDJHPHQW
ORQLWRULQJ DQG UHSRUWLQJ
*RYHUQDQFH
$QDO\VLV RI FUHGLW ULVN
7DEOH (8 &4 &UHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV E\ S
7DEOH (8 &4 4XDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ JHRJUDSK\
$QDO\VLV RI SDVW GXH DQG LPSDLUHG H[SRVXUHV
7DEOH (8 &5 3HUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV DQG UHODWHG SURYLVLF
7DEOH (8 &5 $ ODWXULW\ RI H[SRVXUHV
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$UWLFOH &55 ,, &RXQWHUF\FOLFDO EXIIHUV
7TDEOH (8 &&<% *HRJUDSKLFDO GLVWULEXWLRQ RI FUHGLW H[SRVXUHV UHOHYDQW IF
7DEOH (8 &&<% $PRXQW RI LQVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EX
$UWLFOH &55 ,, 8VH RI WKH 6WDQGDUGLVHG $SSURDFK
7DEOH (8 &5 6WDQGDUGLVHG DSSURDFK O &UHGLW ULVN H[SRVXUH DQG &50 HIIHFW\
7TDEOH (8 &5 6WDQGDUGLVHG DSSURDFK
$UWLFOH &55 ,, &UHGLW ULVN PLWLIJDWLRQ WHFKQLTXHV
IHWWLQJ

&ROODWHUDO YDOXDWLRQ DQG PDQDJHPHQW
&ROODWHUDO W\SHV

*XDUDQWRUV DQG FUHGLW GHULYDWLYH FRXQWHUSDUW\
:URQJ ZD\ ULVN

&UHGLW FRQFHQWUDWLRQ ULVN

7DEOH (8 &5 &50 WHFKQLTXHV RYHUYLHZ 8VH RI FUHGLW ULVN PLWLJDWLRQ WHFKC
$UWLFOH &55 ,, ([SRVXUHV WR FRXQWHUSDUW\ FUHGLW ULVN
7DEOH (8 &&5 $QDO\VLV RI &&5 H[SRVXUH E\ DSSURDFK
7DEOH (8 &&5 6WDQGDUGLVHG DSSURDFK O &&5 H[SRVXUHV E\ UHJXODWRU\ H[SRVXL
7DEOH (8 &&5 &RPSRVLWLRQ RI FROODWHUDO IRU &&5 H[SRVXUHV
&UHGLW YDOXDWLRQ DGMXVWPHQW
7DEOH (8 &&5 7UDQVDFWLRQV VXEMHFW WR RZQ IXQGYV UHTXLUHPHQWY IRU &9$% ULVI
$UWLFOH &55 ,, $VVHW (QFXPEUDQFH
7DEOH (8 $( (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV
7DEOH (8 $( &ROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHV LVVXHG
7DEOH (8 $( B6RXUFHV RI HQFXPEUDQFH
7DEOH (8 $( $FFRPSDQ\LQJ QDUUDWLYH
$SUWLFOH &55 ,, ([SRVXUH WR PDUNHW ULVN
7DEOH (8 05 ODUNHW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK
7UDGLQJ SRUWIROLRYV
$UWLFOH &55 ,, 2SHUDWLRQDO ULVN PDQDJHPHQW

2SHUDWLRQDO ULVN PDQDJHPHQW IUDPHZRUN
&DSLWDO UHVRXUFH UHTXLUHPHQW

7DEOH (8 25 2SHUDWLRQDO ULVN RZQ IXQGY UHTXLUHPHQWY DQG ULVN ZHLJKWHG H
$UWLFOH &55 ,, ,QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN
7DEOH (FRQRPLF YDOXH RI HTXLW\ DQG QHW LQWHUHVW LQFRPH VHQVLWLYLW\ E\ FX
$UWLFOH &55 ,, ([SRVXUHV WR VHFXULWLVDWLRQ SRVLWLRQV
7DEOH (8 6(& 6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN
7DEOH (8 6(& 6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN DQG DVVRF
LQVWLWXWLRQ DFWLQJ DV LQYHVWRU
$UWLFOH &55 ,, /IHYHUDJH
7TDEOH (8 /5 6XPPDU\ UHFRQFLOLDWLRQ RI DFFRXQWLQJ DVVHWY DQG OHYHUDJH UD!
7DEOH (8/5 /THYHUDJH UDWLR FRPPRQ GLVFORVXUH
7TDEOH (8 /5 6SOLW XS RI RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYH\
$UWLFOH D &55 ,, /ILTXLGLW\
7TDEOH (8 /7,4 AXDQWLWDWLYH LQIRUPDWLRQ RI /&5 XQZHLJKWHG
7DEOH (8 /7,4 AXDQWLWDWLYH LQIRUPDWLRQ RI /&5 ZHLJKWHG
7DEOH (8 /1,4% 4XDOLWDWLYH LQIRUPDWLRQ RQ /&5 ZKLFK FRPSOHPHQWYVY WHPSODWH
7DEOH (8 /7,4 1HW 6WDEOH )XQGLQJ 5DWLR
S
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+XPDQ UHVRX

$UWLFOH

&55 ,, 5HPXQHUDWLRQ SROLF\

*RYHUQDQFH

$OLJQLQJ SD\ ZLWK SHUIRUPDQFH

JLIHG UHPXQHUDWLRQ

9DULDEOH FRPSHQVDWLRQ IXQGLQJ DQG ULVN DGMXVWPHQW
5DWLR EHWZHHQ IL[HG DQG YDULDEOH SD\

'"HIHUUDO SROLF\ DQG YHVWLQJ FULWHULD

9DULDEOH UHPXQHUDWLRQ RI FRQWURO IXQFWLRQ VWDII
4XDQWLWDWLYH GLVFORVXUHV

7DEOH

7DEOH
SURILOH

7DEOH

7DEOH
7DEOH

LQVWLWXWLRQVx ULVN SURILOH LGHQWLILH

(8 5(0 5HPXQHUDWLRQ DZDUGHG IRU WKH ILQDQFLDO \HDU

(8 5(0 6SHFLDO SD\PHQWYVY WR VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHV KI
LGHQWLILHG VWDII

(8 5(0 '"HIHUUHG UHPXQHUDWLRQ
(8 5(0 5HPXQHUDWLRQ RI  PLOOL

RQ (85 RU PRUH SHU \HDU
(8 5(0 ,QIRUPDWLRQ RQ UHPXQHUDW
GV

(85
LRQ RI VWDII ZKRVH SURIHVVLRQDO DF\
WDII
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$SSHQGL] 2WKHU ULVNYV

/ILTXLGLW\ ULVN

$SSHQGLFH

S5HVWLWXWLRQ ULVN
*URXS ULVN

ORGHO ULVN
6WUDWHJILF ULVN

$SSHQGL] *ORVVDU\ RI WHUPV
$SSHQGL] &55 ,, UHIHUHQFHV
$SSHQGL]

&DSLWDO LQVWUXPHQWY WHUPV DQG FRQGLWLRQV

o i da ¥

P

.

LULINN S~

A dpsssssiasiss
y/

R

Yo

y

NY MELLON

3LOODU 'LVFORVXUHXHFHPEH






* 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

([HEFXWLYH VXPF

$SUWLFOH &55 ,, 'LVFORVXUH UHTXLUHPHQWY DQG SROL

7TKHVH 3LOODU GLVFORVXUHY DUH SXEOLVKHG IRU 7KH %DQN RI 1HZ <F
DFFRUGDQFH ZLWK WKH GLVFORVXUH SULQFLSOHYV%Rd W KMKH DRDLSR QMDA % Bi(

'LUHFWL&H 9 DQG WKH &DSLWDO 5HTXL&B5PHQ WAR RIS DHPIMWMR@J WKH DQQ:
WKH ILQDQFLDO VWDWHPHQWV

7TKHVH GLVFORVXUHY FRYHU WKH (XURSHDQ EDQN LWV VXENHBEBU\ XQGHU
7TKHVH GLVFORVXUHY ZHUH DSSURYHG E\ WKH (XURSHDQ EBQULY %RDUG RI

1%% &LUFXODUV B DQG B 2ULHQWDWLRQV UHODWLYHV OD SXEOLFDWLRQ G LQIRL
2FWREHU

1%% 6XSHUYLVRU\ 'LVFORVXUH 5XOHV DQG *XLGDQFH KWWSV
FUHGLW LQVWLWXWLRQV VXSHUYLVRU\

'"LUHFWLYH (8 DQG RI WKH &RXQFLO RI 0D\ DPHQGLQJ 'LUHFWLYH (8 DV UH
FRPSDQLHV PL[HG ILQDQFLDO KROGLQJ FRPSDQLHVY UHPXQHUDWLRQ VXSHUYLVRU\ PHDVXUL

5HIXODWLRQ (8 1R RQ SUXGHQWLDO UHTXLUHPHQWY IRU FUHGLW LQVWLWXWLRQV DQ
0D\

ZZZ QEE EH HQ ILQDQFLD
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3LOODU GLVFORVXUHY DUH UHTXLUHG IRU D FRQVROLGDWHG JURXS DQC
KHQ DVVHVVLQJ WKH DSSURSULDWHQHVYVY RI WKHVH GLVFORVXUHV LQ W|
(XURSHDQ EDQN KDV HQVXUHG DGKHUHQFH WR WKH IROORZLQJ SULQFLSOH

7TKH %DVHO &RPPLWWHH RQ %DQNLQJ 6XSHUYLVLRQ % & % 6 UHTXLUHV WK
OHYHO RI FRQVROLGDWLRQ 7KH (XURSHDQ EDQN KDV DGRSWHG WKLV D
FRQVROLGDWHG OHYHO

7KH SHUFHQWDJH LQ EUDFNHWV UHSUHVHQWYV WKH OHYHUDJH UDWLR H[FOXGLQJ FHQWUDO
(8 $UWLFOH ODUWLFOH  Ex

& (7 UDWLR &(7 FDSLWDO 3LOODU 5:3V

7LHU UDWLR 7LHU FDSLWDO 3LOODU 5:3%V

7TRWDO FDSLWDO uUPWDREe FDSLWDO 3LOODU 5:8V

/I[HYHUDJH UDWILR 7LHU FDSLWDO /HYHUDJH H[SRVXUH PHDVX!

3XUSRVH RI 3LOODU

7KH DLP RI WKH 3LOODU GLVFORVXUHV LV WR SURYLGH PDUNHW SDUWLFI
UHJDUGLQJ WKH ULVN SURILOH RI WKH (XURSHDQ EDQN LQFOXGLQJ NH\ LC
H[SRVXUHVY DQG ULVN DVVHVVPHQW SURFHVVHV HQDEOLQJ XVHUV WR EF
ULVNV DQG FDSLWDO DGHTXDF\

7R WKDW HQG 3LOODU SULQFLSOHV UHTXLUH GLVFORVXUH RI ULVN PD(
IROORZLQJ FDWHJRULHYV RI ULVN DQG UHOHYDQW TXDQWLWDWLYH ULVN DV

7TKHVH GLVFORVXUHV IRFXV RQO\ RQ WKRVH ULVN FDWHJRULHY WKDW DUH |

:KHUH DSSURSULDWH WKH GLVFORVXUHVY DOVR LQFOXGH FRPSDUDWLYHYV
VLIQLILFDQW PRYHPHQWYV WR SURYLGH JUHDWHU LQVLIJKW LQWR WKH ULV
ULVN SURILOH

,Q DGGLWLRQ 3LOODU DQQXDO GLVFORVXUHV LQFOXGH GHWDLOHG LQIl
PHPEHUV RI VWDIl ZKRVH DFWLYLWLHY KDYH D PDWHULDO LPSDFW RQ WKH

BNY MELLON
([HFXWLYH VXPPDU\ 3LOODU 'LVFORVXUHXHFHPEH
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$UWLFOH &55 ,, 1RQ PDWHULDO SURSULHWDU\ RU FRQILGHQWLDO

7KH %RDUG PD\ RPLW RQH RU PRUH GLVFORVXUHV LI WKH LQIRUPDWLRQ S|
IRU PDWHULDOLW\ XVHG LQ WKHVH GLVFORVXUHV LV WKDW WKH (XURSHDQC
RPLVVLRQ RU PLVVWDWHPHQW FRXOG FKDQJH RU LQIOXHQFH WKH DVVH'
LQIRUPDWLRQ IRU WKH SXUSRVH RI PDNLQJ HFRQRPLF GHFLVLRQV

)XUWKHUPRUH WKH %RDUG PD\ RPLW RQH RU PRUH GLVFORVXUHV LI WKH L
FRQILGHQWLDO ,QIRUPDWLRQ LV UHJDUGHG DV SURSULHWDU\ LI GLVFORYV
FRPSHWLWLYH SRVLWLRQ RU WKH FRPSHWLWLYH SRVLWLRQ RI WKH %1< OH
VI\VWHPV ZKLFK LI VKDUHG ZLWK FRPSHWLWRUV ZRXOG UHQGHU LQYHVW
JURXS OHVV YDOXDEOH ,Q VXFK FLUFXPVWDQFH WKH %RDUG ZLOO VWDV
LQIRUPDWLRQ DUH QRW GLVFORVHG DQG WKH UHDVRQ IRU QRQ GLVFORVXU
DERXW WKH VXEMHFW PDWWHU RI WKH GLVFORVXUH UHTXLUHPHQW H[FHSW

7KH (XURSHDQ EDQN XQGHUWDNHV QR REOLJDWLRQ WR UHYLVH RU WR )
FRQWDLQHG ZLWKLQ WKLV UHSRUW UHJDUGOHVV RI ZKHWKHU RU QRW W
LQIRUPDWLRQ RU IXWXUH HYHQWYV

$UWLFOH &55 ,, JUHTXHQF\ VFRSH DQG PHDQV RI GLVFORVXUH

3LOODU GLVFORVXUHV IRU WKH (XURSHDQ EDQN DQG LWV RQO\ VXEVLGLEL
PE+ O%1< OHOORQ .$*x DUH SXEOLVKHG DW D IXO0O\ FRQVROLGDWHG OHYI

3LOODU GLVFORVXUHV DARDDSSUFKY KBVEY WWKHLHG WKDW WKH\ DUH FRQV
DGRSWHG UHJDUGLQJ SURGXFWLRQ DQG YDOLGDWLRQ

KHUHYHU SRVVLEOH DQG UHOHYDQW WKH %RDUG ZLOO HQVXUH FRQVLVW
DQG 3LOODU ,&$$3 , QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URI
PDQDJHPHQW SUDFWLFHV DQG FDSLWDO UHVRXUFHV DW \HDU HQG 8QOHVYV
WKH 3LOODU GLVFORVXUH KDV QRW EHHQ VXEMHFW WR H[WHUQDO DXGLW

'LVFORVXUH ZLOO EH PDGH IRU HDFK FDOHQGDU TXDUWHU $QQXDO GLVFOF
WKH $QQXDO 5HSRUW DQG )LQDQFLDO 6WDWHPHQWY DUH PDGH SXEOLF 4X
GDWH DV WKH GDWH RQ ZKLFK WKH ILQDQFLDO UHSRUWV IRU WKH FRUUHVS
VRRQ DV SRVVLEOH WKHUHDIWHU 7KH (XURSHDQ EDQN ZLOO UHDVVHVV W
PRUH IUHTXHQWO\ LQ OLJKW RI DQ\ VLIJQLILFDQW FKDQJH WR WKH UHOHYD
DERXW FDSLWDO UHVRXUFHV DQG DGHTXDF\ DQG LQIRUPDWLRQ DERXW UL\

'LVFORVXUHV DUH SXEOLVKHG RQ 7KH %DQN RI 1HZ <RUN OHOORQ FRUSRU
OLQN EHORZ

%1< OHOORQ _QYHVWRU/5HODWLRQV 3LOODU
6HH WKH $GGLWLRQDO &RXQWU\ 'LVFORVXUHV VHFWLRQ

3LOODU GLVFORVXUHV DUH SUHSDUHG VROHO\ WR PHHW 3LOODU GLVFO
GLVFORVXUHV GR QRW FRQVWLWXWH DQ\ IRUP RI ILQDQFLDO VWDWHPHQW
FRQWHPSRUDU\ RU IRUZDUG ORRNLQJ UHFRUG RU RSLQLRQ DERXW WKH EX\

*RYHUQDQFH DSSURYDO DQG SXEOLFDWLRQ

3IXUVXDQW WR WKH %1< OHOORQ (0($ 3LOODU GLVFORVXUH VWDQGDUG Wtk
WKHRDUG RFSULO 7KH %RDUG DSSURYHG WKH DGHTXDF\ RI WKH (XURSEH
DUUDQJHPHQWY SURYLGLQJ DVVXUDQFH WKDW WKH ULVN PDQDJHPHQW V\\
(XURSHDQ EDQNxV SURILOH DQG VWUDWHJ\

< _g
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$UWLFOH &55 ,, 6FRSH RI DSSOLFDWLRQ

7KH 3LOODU GLVFORVXUHV KDYH EHHQ SURGXFHG IRU WKH (XURSHDQ
EUDQFKHY DQG IXO0O\ FRQVROLGDWHG VXEVLGLDU\ 7KH (XURSHDQ EDQN L
D VXEVLGLDU\ RI 7KH %DQN RI 1HZ <RUN OHOORQ D 1HZ <RUN EDQNLQJ
SULQFLSDO RIILFH LQ 1HZ <RUN ZKLFK LV LWVHOI D VXEVLGLDU\ RI 7KH
OHOORQ WKH XOWLPDWH SDUHQW FRPSDQ\ RI WKH %1< OHOORQ *URXS

%1l< OHOORQ *URXS %1< OHOORQ LV D JOREDO LQYHVWPHQWYV FRPSDQ\
VHUYLFH WKHLU ILQDQFLDO DVVHWV WKURXJKRXW WKH LQYHVWPHQW O
LQVWLWXWLRQV FRUSRUDWLRQV RU LQGLYLGXDO LQYHVWRUV %1l< OHOC
LQYHVWPHQW VHUYLFHV LQ FRXQWULHYV D Q@& FRPEH W KB D< 0 HPDRNH WIVG $ )\
WULOOLRQ LQ DVVHWV XQGHU FXVWRG\ DQG RU DGPLQLVWUDWLRQ DQG
FDQ DFW DV D VLQJOH SRLQW RI FRQWDFW IRU FOLHQWY ORRNLQJ WR F
UHVWUXFWXUH LQYHVWPHQWYV %1< OHOORQ LV WKH FRUSRUDWH EUDQG RI
%. $GGLWLRQDO LQIRUPDIARBQLNVHDYORIBROBPBA RQ ROUIZIOWWEBQYLVLW R
QHZVURREDRQ\PHOORQ FRPRMHMKHREPWHVW FRPSDQ\ QHZV

7KH (XURSHDQ EDQN LV VXEMHFW WR GXDO VXSHUYLVLRQ LQ %HOJLXP IRU
E\ WKH )LODQFLDO 6HUYLFHY DQG ODUNHWY $XWKRULW\ WKH )60% ZKLOH
E\ WKH (XURSHDQ &HQWUDO %DQN WKH (&% WRIJHWKHU ZLWK WKH 1DV
IDWLRQDO &RPSHWHQW $XWKRULW\ DV WKH (XURSHDQ EDQN KDV EHHQ L«
6 XSHUYLVRU\ OHFKDQLVP ,Q DGGLWLRQ WKH (XURSHDQ EDQNxV UHVROX
065 % x 7KH (XURSHDQ EDQN DOVR TXDOLILHY DV D %HOJLDQ FXVWRGLDQ
WKLV UHVSHFW WV QLQH EUDQFKHV DQG FRQVROLGDWHG VXEVLGLDU\
VXSHUYLVLRQ E\ WKH IROORZLQJ QDWLRQDO UHJXODWRUV

1DPH 7\SH SHIXODWRU

$PVWHUGDP % UDUWIIFKFK'H 1HGHUODQGVFKH %DQN '1%

'XEOLQ %YUDQFRBUDQFK&HQWUDO %DQN RI ,UHODQG &%,

'HXWVFKH %XQGHVEDQN '% JHGHUDO JLQDQFLDO
JUDQNIXUW %UBQBRFK o v’ HYDQVWDOW 1%U )LOQDQ]GLHQVWOHLVWXOJVD X
/JRQGRQ %UDQFKUDQFK3UXGHQWLDO 5HIJXODWRU\ $XWKRULW\ 35% )LQDC

IX[HPERXUJ % UBQBRFK&RPPLVVLRQ GH 6XUYHLOODQFH GX 6HFWHXU )LQDQ
&RSHQKDJHQ “WWDDEKK'DQLVK )LQDQFLDO 6XSHUYLVRU\ $XWKRULW\ ')6$
3DULV %UDQFK%UDQFK$XWRULW® 'H &RQWU OH 3UXGHQWLHO $&35 %DQ
OLODQ %UDQFK%UDQFK%DQFD ' ,WDOLD %,

ODGULG %UDQPKUDQFK%DQFR GH (VSD+D %' (

%1l< OHOORQ .36 XEVLG LBYXOQGHVDQVWDOW |I%U )LQDQ]JGLHQVWOHLVWXQJVDX

<>
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2UJDQLVDWLRQDO VWUXFWXUH

7KH (XURSHDQ EDQN LV D FRUSRUDWLRQ ZLWK D %DQNLQJ /LFHQVH UHFRJ
KDV LWV KHDGTXDUWHUV LQ %UXVVHOV DQG LV D ZKROO\ RZQHG VXEVLGLI
VKDUH FDSLWDO DQG %1< ,QWHUQDWLRQDO )LQDQFLQJ &RUSRUDWLRQ

7KH (XURSHDQ EDQN SURYLGHV VHUYLFHV RQ D SDVVSRUWHG EDVLV WKUR)
LQ $PVWHUGDP 'XEOLQ )UDQNIXUW /RQGRQ /X[HPERXUJ OLODQ ODGULG
DOVR KDV D VXEVLGLDU\ LQ )UDQNIXUW %1< OHOORQ .$* 3XUVXDQW WR V
EDQN LV DXWKRULVHG WR SURYLGH ILQDQFLDO VHUYLFHV LQ WKH (XURSH
,FHODQG /LFKWHQVWHLQ DQG 1RUZD\ 6RPH RI WKRVH FRXQWULHV DSSO\
ZLWK WKH ORFDO WUDQVSRVLWLRQV RI WKH (8 GLUHFWLYHV 7KH (XURSHD
LWV RSHUDWLRQV DFFRUGLQJO\

7KH (XURSHDQ EDQN ZDV HVWDEOLVKHG LQ ZLWK WKH DLP RI EHFRPLQ
&RQWLQHQWDO (XURSH 'XULQJ SDUW RI WKH EXVLQHVV RI WKH %UXV\
WKH (XURSHDQ EDQN IRUPLQJ WKH FXUUHQW %UXVVHOV +HDG 2IILFH $V ¢
OHJDO HQWLW\ VWUXFWXUH LQ (XURSH WKH (XURSHDQ EDQN DFTXLUHG
IX[HPERXUJ IXUWKHU WR WKH PHUJHU ZLWK %1< OHOORQ *66 $FTXLVLWLRQ
-XQH IXUWKHU WR WKH PHUJHU ZLWK 7KH %DQN Rl 1HZ <RUN OHOORAQC
$VVHW 6HUYLFLQJ *PE+ WKH (XURSHDQ EDQN VLJQLILFDQWO\ H[SDQGHG
JUDQNIXUWHU 6HUYLFH .DSLWDOYHUZDOWXQJV*HVHOOVFKDIW PE+ EHFDP
XQGHU WKH QDPH RI %1< OHOORQ 6HUYLFH .DSLWDODQODJH *HVHOOVFKDI
WKH (XURSHDQ EDQN RSHQHG D EUDQFK LQ 3DULV 2Q )HEUXDU\
EUDQFK LQ 'XEOLQ DV D UHVXOW RI WKH FURVYV ERUGHU PHUJHU ZLWK 7Kt
DGGLWLRQDO EUDQFK LQ OLODQ ZDV FUHDWHG RQ $SULO DV D UHVXC
IXI[HPERXUJ 6 $ LQWR WKH (XURSHDQ EDQN 2Q 1RYHPEHU WKH (XU
TUXVW &RPSDQ\ ,UHODQG /LPLWHG 2Q 'HFHPEHU WKH &RSHQKDJHQ |
WKH %1< OHOORQ 6% 19 &RSHQKDJHQ %UDQFK 7KH (XURSHDQ EDQN V FRPP
WKH VXEVHTXHQW DFTXLVLWLRQ RI I\NUHGLW V GHSRVLWDU\ EXVLQHVV HI
WKH FRQYHUVLRQ RI WKH ODGULG UHSUHVHQWDWLYH RIILFH LQWR WKH %1
7KLY SURYLGHY DQ HQKDQFHG OHYHO RI VHUYLFH DQG VXSSRUW WR FOLH
,EHULDQ UHJLRQV E\ RIITHULQJ LQQRYDWLYH VROXWLRQV DQG SURYLGLQJ
FROQYHUVLRQ &RSHQKDJHQ zZDV D UHSUHVHQWDWLYH RIILFH RI WKH (XUR!
RIILFH RI %1< OHOORQ ,QVWLWXWLRQDO %DQN

(I'THFWLYH 1RYHPEHU WKH (&% DV SDUW Rl 6LQJOH 6XSHUYLVRU\ 0
UHJXODWRU IRU WKH (XURSHDQ EDQN DORQJ ZLWK WKH 1%% 7KH (XURSHD
UHVSRQVLEOH IRU WKH LQWHJULW\ RI WKH ILQDQFLDO PDUNHWY DQG IDLU
WR WKH $FW RI $XJIXVW RQ WKH VXSHUYLVLRQ RI WKH ILQDQFLDO VHFV

2Q 1RYHPEHU WKH (XURSHDQ EDQN zZDV GHVLJQDWHG DV D GRPH\
UHIHUUHG WR LQ WKH &5' 9 DV DQ URWKHU V\VWHPLFDOO\ LPSRUWDQW LQ\

7KH OHIJDO HQWLW\ VWUXFWXUH RI WKH (XURSHDQ EDQN LV VHW RXW LQ IL
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JLIXUH 7KH (XURSHDQ EDQN V OHIJDUHHI®MEHMNA VWUXFWXUH DW

%DVLV RI FRQVROLGDWLRQ

(QWLW\ QDPH &RQVROLGDW L6RHQ EDRHW SURYLGHG
%HOJLDQ FUHGLW LQVWLWXWLRQ DQG LV DO
%1< OHOORQ 58X0D\ FRQVROEGDWRIGLDQ EDQN ZKR V VHUYLFHV LOFOXGH
DQG &ROODWHUDO 0DODJHPHQW ODUNHWYV
DO LQOYHVWPHQW FRPSDQ\ ZKLFK LV D
%1< 0HOORQ .3X0O0\ FRQVROWB@PLQLVWUDWLRQ DQG LQYHVWPHOW PDC
$FWV DV D QRPLQHH VKDUHKROGHU RQ EHKDC

%1< $,6 IRPLOQHIVG\ FROVRODGBWHR®H VKDUHKROGHU WKH %DQN RI 1HZ <F
/LPLWHG % 0D OrK

6XEVLGLDULHY DUH FRQVROLGDWHG IURP WKH GDWH RQ ZKLFK FRQWURO L
(XURSHDQ EDQN FHDVHV WR FRQWURO WKH VXEVLGLDU\ &RQWURO LV DFK
KDV ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPHQW ZLWK WKH
WKURXJK LWV SRZHU RYHU WKH LQYHVWHH 6SHFLILFDOO\ WKH (XURSHD
(XURSHDQ EDQN KDV

a SRZHU RYHU WKH LQYHVWHH L H HILVWLQJ ULJKWV WKDW JLYH LW V
WKH LQYHVWHH

a H[SRVXUH RU ULJKWV WR YDULDEOH UHWXUQV IURP LWV LQYROYHPH(
a WKH DELOLW\ WR XVH LWV SRZHU RYHU WKH LQYHVWHH WR DIIHFW LW
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7KH HILVWHQFH DQG WKH HIIHFW RI SRWHQWLDO YRWLQJ ULJKWV WKDW DI
ZKHQ DVVHVVLQJ WKH FRQWURO RI WKH (XURSHDQ EDQN RYHU DQRWKHU H
QRW LW FRQWUROV DQ LQYHVWHH LI IDFWV DQG FLUFXPVWDQFHY LQGLFDYV
HOHPHQWYV RI FRQWURO

2SHUDWLQJ PRGHO

7KH 2SHUDWLQJ ORGHO UHIHUV WR KRZ %1< OHOORQ FROODERUDWHY RUJELC
RSWLPLVLQJ WKH EDODQFH VKHHW GULYLQJ HIILFLHQFLHYV DQG HQDEOL!
WHFKQRORJ\ ZKLFK HQDEOHV EXVLQHVVHV WR VHUYH FOLHQWYV 7KH PRGH
DQG RWKHU HQWLWLHV ZKLFK LQFOXGHV WKH (0($ 2SHUDWLQJ ORGHO 3UR
$FFRXQWDELOLW\ %RRNLQJ DQG 6ROLFLWDWLRQ 3UDFWLFHV 5HVLOLHQF
JXUWKHUPRUH UHJXODWRU\ FKDQJH KDV EHHQ D ODUJH FRPSRQHQW RI WK
D ODUJH QXPEHU RI UHJXODWRU\ FKDQJH LQLWLDWLYHV LQ H[HFXWLRQ P
LQLWLDWLYHY DUH DOVR NH\ WR WKH (XURSHDQ EDQNxV VWUDWHJ\

%DQNLQJ DQG RWKHU (QWLWLHV (0($ 2SHUDKRMIMQKDDRGEHE B DREDMRRBHVWUDW
%1l< OHOORQ LQ WKH (0($ UHJLRQ RYHU WKH SDVW IHZ \HDUV UDWLRQDOL
PRGHO HVWDEOLVKLQJ D GXDO VXE FXVWRG\ QHWZRUN DQG DOLJQLQJ FOL

*RYHUQDQFH $FFRX@QWPEROHWRQVXOWDWLRQ ZLWK WKH (XURSHDQ &HQW
SDUWLFXODUO\ IRFXVHG RQ VWUHQJWKHQLQJ WKH JRYHUQDQFH DQG DF
OHDGHUVKLS KDV EHHQ HQJDJHG LQ D JRYHUQDQFH DQG DFFRXQWDELOLYV
DLPHG DW PHHWLQJ UHJXODWRU\ H[SHFWDWLRQV DV ZHOO DV WKRVH RI RX

%RRNLQJ DQG 6ROLFLWDWRRLQUDFUILQFHBOHY DUH %1< OHOORQxV DSSUR
EXVLQHVV WR WKH DSSURSULDWH OHJDO HQWLW\ IRU HDFK FOLHQWxV GR
SHUPLVVLRQV DQG SURGXFW LQIUDVWUXFWXUH 7KH (XURSHDQ EDQN LV JX
IRU (8 GRPLFLOHG FOLHQWV $Q\ SURSRVHG ERRNLQJ IRU QRQ (8 MXULVGLF
DQG UHVWULFWLRQV IURP WKH DSSOLFDEOH WKLUG FRXQWU\ UHJLPH IRU U
WKH OLQHV RI EXVLQHVV DQG FHQWUDOO\ FRRUGLQDWHG WKURXJK D )LUVV

SHVLOLHQFH O 2SHUDWLRQV P GXUHRPKHDRORDQN LV GRFXPHQWLQJ LWV GH\
LQ D GLVWLQFW GRFXPHQW DQG WKLV ZLOO EH GHYHORSHG DORQJVLGH
%XVLQHVV 6WUDWHJI\ DQG WKH (QWHUSULVH 7THFKQRORJ\ 6WUDWHJ\

); 7UDGLQJ&% VXSHUYLVRU\ H{SHFWDWLRQV RQ ERRNLQJ PRGHOV UHTXLUF
IURP WKH (XURSHDQ 8QLRQ FRXQWULHV WKH (8 FOLHQW ); IORZ EH U
WKDW WKH (% FDQ QR ORQJHU UHO\ RQ D EDFN WR EDFN ERRNLQJ PRG}
% 3XUVXDQW WR WKLV RXU %UH[LW SURJUDPPH DJUHHG ZLWK WKH -RLC
ZLWKLQ WKH (XURSHDQ EDQN V JUDQNIXUW EUDQFK DQG HQG WKH UHOLDQF

7KH ); WUDGLQJ GHVN LV SULFLQJ (8 FOLHQWY LQ FROODERUDWLRQ ZLW]I
SDUW RI WKH %UH[LW GD\ SURMHFW 7KLV ); 7UDGLQJ GHVN LV QRZ ULV
ZLWKLQ WKH (% HQWLW\
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&RUH EXVLQHVYV OLQHYV

7KH (XURSHDQ EDQN KDV D QXPEHU RI FRUH EXVLQHVV OLQHV LQFOXGLQ.
'HSRVLWRU\ 5HFHLSW 6HUYLFHV )RUHLJQ ([FKDQJH &ROODWHUDO ODQDJH
6HJUHJDWLRQ *OREDO &OHDUDQFH DQG 6HFXULWLHV )LQDQFLQJ

/LQH RI EXVLQHWYFULSWLRQ

$VVHW B6HUYLFLQJ SULPDULO\ FRPSULVHV &XVWRG\ 6HUYL
DQFLOODU\ VHUYLFHV 7KHVH LQFOXGH 7UXVWHH 'HSRVLW

$VVHW 6HUYLFLEDG$6FFRXQWLQJ 7UDQVIHU $JHQF\ 6HUYLFHV ,QYHVW
,QYHVWPHQWYVY 6HUYLFHV *OREDO 5LVN 6ROXWLRQV DQG |
ODQDJHPHQW B6HUYLFHV

7JUHDVXU\ 6HUYLFHVY 76 PDUNHW DQG VHOO 86' *%3
&OHDULQJ 6HUYLFHV LQFOXGLQJ VXSSOHPHQWDU\ SJURGXF

7UHDVXU\ 6HUYHBHYLEOH (XURSHDQ GRPLFLOHG FOLHQWYV 7KLV LV GRQH V
(XURSHDQ EDQN 7KH (XURSHDQ EDQN DFWV LQ DQ LQWHUPF
WKH SURGXFWV DV WKH FRQWUDFW LV ZLWK WKH %1<0 ,%

,VVXHU 6HUYLFHV

7TKH (XURSHDQ EDQN RITHUV &RUSRUDWH 7UXVW 6HUYLFHYV
&RUSRUDWH 7WRWOMYV &DFOXGLQRJ EXW QRW OLPLWHG WR WUXVWHH UHJ
GHSRVLWRU\ H[FKDQJH DJHQW FXVWRGLDQ DQG FROODWH !

7KH (XURSHDQ EDQN V 'XEOLQ %UDQFK SHUIRUPV FHUWDLC
E Eg WRU\ 5HFHLSWY SUHGRPLQDQWO\ LVVXDQFH DQG |
Ut SHEH WDWH FURVV ERUGHU LQYHVWPHQW VROXWLRQV IR
QHJRWLDEOH ILQDQFLDO VHEXULWLHV LVVXHG E\ D EDQN W
WUDGHG VHEXULWLHV DOORZLQJ WKHP WR KDYH WKHLU VW

I

VLWR
HUYLEHY

&OHDUDQFH ODUNHWY DQG &ROODWHUDO ODQDJHPHQW

JRUHLJQ ([FKDOKH (XURSHDQ EDQN SURYLGHV )RUHLJQ ([FKDQJH 6HUYLFH
); WKHLU LQYHVWPHQW ILQDQFLQJ DQG FURVV ERUGHU REMH

7KH (XURSHDQ EDQN PDLQO\ DFWV DV D VHUYLFLQJ HQWLW
[ﬁt?? OHOORQ DFWLQJ DV WUL SDUW\ DJHQW IRU WUDQVDFW

XUFKDVH UUHSRU DJUHHPHQWY RU DFWLQJ DV DQ D¢
QGHUYLFHV IRU DQ\ W\SH Rl WUDQVDFWLRQ UHTXLULQJ VHJUI

ILTXLGLW\ 6H UMK HYXURSGIDQ EDQN SURYLGHY VDOHY DQG FOLHQW VHUYL!
6HJUHJDWLRQDQG JHQHUDWH UHSRUWLQJ IRU WKHLU GDLO\ OLTXLGLW\ D

l*llg O &0OHDUDQFH SURYLGHV 6HWWOHPHQW DQG &XVWR
*
OREDO &OHD @E@l\ VHEXULWLHV

RSHDQ EDQN SURYLGHV 6HFXULWLHYV /HQGLQJ $JH

Jay
GHEXULWLHV i HQGLQJ FDVK UHLQYHVWPHQW DQG DJHQF\ FDVK L

g
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$UWLFOH &55 ,, .H\ PHWULFV

7KH IROORZLQJ ULVN PHWULFV UHIOHFW WKH (XURSHDQ EDQNxV ULVN SURI

5HIXODWRU\ FDSLWDO P 5LVN ZHLIKWHG DVVHWYV P
&DSLWDO UDWLRYV /HYHUDJH UDWLR
/LTXLGLW\ FRYHUDJH UDWLR 1HW VWDEOH IXQG

BNY MELLON
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7DEOH (8 .0 .H\ PHWULFV

P "HF 6HS -XQ oDU "HF
$YDLODEOH RZQ IXQGV

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO

7LHU FDSLWDO

7LHU FDSLWDO o o] o] o]

7TRWDO FDSLWDO

5LVN ZHLIJKWHG H[SRVXUH DPRXQWYV
7TRWDO ULVN ZHLJKWHG H[SRVXUH DPRXQW

&DSLWDO UDWLRV DV D SHUFHQWDJH RI ULVN ZHLJKWHG H[SRVXUH DPRXQW

&RPPRQ (TXLW\ 7LHU UDWLR
7LHU UDWLR

7TRWDO FDSLWDO UDWLR

$GGLWLRQDO RZQ IXQGY UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FH

H[SRVXUH DPRXQW

$GGLWLRQDO RZQ IXQGVY UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ

WKH ULVN RI H[FHVVLYH OHYHUDJH

RI ZKLFK WR EH PDGH XS Rl &(7 FDSLWDO SHUFHQWDJH SRLQWYV

Rl1 ZKLFK WR EH PDGH XS RI 7LHU FDSLWDO SHUFHQWDJH SRLQWYV

7RWDO 65(3 RZQ IXQGV UHTXLUHPHQWYV

&RPELQHG EXIIHU UHTXLUHPHQW DV D SHUFHQWDJH RI ULVN ZHLJKWHG H[SRVXUH DPRXQW

&DSLWDO FRQVHUYDWLRQ EXIIHU

,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU

2WKHU 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ EXIIHU

&RPELQHG EXIIHU UHTXLUHPHQW
2YHUDOO FDSLWDO UHTXLUHPHQWYV

&(7 DYDLODEOH DIWHU PHHWLQJ WKH WRWDO 65(3 RZQ IXQGV

UHTXLUHPHQWYV

/HYHUDJH UDWLR
7TRWDO H[SRVXUH PHDVXUH

/HYHUDJH UDWLR

7TRWDO H[SRVXUH PHDVXUH H[FOXGLQJ &HQWUDO %DQN H[SRVXUHV

/HYHUDJH UDWLR H[FOXGLQJ &HQWUDO %DQN H[SRVXUHV

$GGLWLRQDO RZQ IXQGY UHTXLUHPHQWY WR DGGUHVV ULVNV RI H[FHVVLYH OHYHUDJH DV D ¢

DPRXQW

$GGLWLRQDO RZQ IXQGVY UHTXLUHPHQWY WR DGGUHVV WKH uLv

H[FHVVLYH OHYHUDJH ©

7RWDO 65(3 OHYHUDJH UDWLR UHTXLUHPHQWYV

O

N-RI

/HYHUDJH UDWLR EXIIHU DQG RYHUDOO OHYHUDJH UDWLR UHTXLUHPHQW DV D SHUFHQWDJH

/HYHUDJH UDWLR EXIIHU UHTXLUHPHQW o} o] o]
2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW
\
,0
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([HFXWLYH VXPPDU\ 3LOODU 'LVFORVXUHXHFHPEHU



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

P "HF 6HS -XQ oDU "HF

/ILTXLGLW\ &RYHUDJH 5DWLR

7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV :HLJKWHG YDOXH DYHUDJH
&DVK RXWIORZV 7RWDO ZHLJKWHG YDOXH

&DVK LQIORZYV 7RWDO ZHLJKWHG YDOXH

7TRWDO QHW FDVK RXWIORZV DGMXVWHG YDOXH

/ILTXLGLWN FRYHUDJH UDWLR

1HW 6WDEOH )XQGLQJ 5DWLR

7RWDO DYDLODEOH VWDEOH IXQGLQJ
7RWDO UHTXLUHG VWDEOH IXQGLQJ
16)5 UDWLR

1RWH &DSLWDO DQG OHYHUDJH UDWLRV LQFOXGH \HDUO\ SURILW DW '"HFHPEHU UHSRUWLQJ S

JROORZLQJ UHJXODWRU\ DSSURYDO VXERUGLQDWHG GHEWYV RI PLOOLRQ ZHUH UHSDLG RC
5HSUHVHQWV WKH (XURSHDQ EDQN V 3LOODU DGGLWLRQDO FDSLWDO UHTXLUHPHQW
/[HYHUDJH UDWLRYVY SUHVHQWHG LQ DFFRUGDQFH ZLWK 5HIJIXODWLRQ (8 $UWLFOH oD

3LOODU &(7 UDWLR SOXV 3LOODU UHTXLUHPHOW &(7 UDWLR

3LOODU 7LHU UDWLR SOXV 3LOODU UHTXLUHPHQW 7LHU UDWLR

76&5 &(7 UDWLR SOXV WKH FRPELQHG EXIIHU

76&5 7LHU UDWLR SOXV WKH FRPELQHG EXIIHU

2&5 & (7 UDWLR SOXV 3LOODU JXLGDQFH

2&5 7 UDWLR SOXV 3LOODU JXLGDQFH
1RWH 7KH (XURSHDQ EDQN V SUHVFULEHG 3LOODU JXLGDQFH UDWH ZLOO FKDQJH WR IUR

.H\ ([WHUQDO )DFWRUV ,QIOXHQFLQJ WKH (XURSHDQ EDQN
%HORZ DUH VRPH RI WKH NH\ KLJKOLJKWY Rl WKH (XURSHDQ EDQN V DQQXTC

7KH FRURQDYLUXV SDQGHPLF KDG D VLJQLILFDQW HIIHFW RQ WKH JOREDO
DQG IHYHUWKHOHVV WKH (XURSHDQ EDQN FRQWLQXHG WR RSHUDWH E
FROWLQXLW\ RU RXWVRXUFHG RSHUDWLRQV

(TXLW\ PDUNHW OHYHOV KDYH UHERXQGHG UDSLGO\ VLQFH WKH ILUVW TXI
UHVXOWLQJ LQ LQFUHDVHG DVVHW EDVHG IHHV LQ VHFXULWLHY VHUYLFHV

,QWHUHVW UDWHVY KDYH FRQWLQXHG WR UHPDLQ DW D ORZ OHYHO LQ
XQFKDQJHG IRU

6KRUW WHUP LQWHUHVWY 86" UDWHV GHFOLQHG VLJQLILFDQWO\ LQ WKH Il
ZKLFK UHVXOWHG LQ ORZHU QHW LQWHUHVW UHYHQXHV 7KLV KDV EHH

,Q WKLV FRQWH[W WKH (XURSHDQ EDQN FRQWLQXHG WR PDLQWDLQ D VWU
DVVHWYV DQG ORZ OHYHOV RI OHYHUDJH 7KLV GHPRQVWUDWHV WKH (XUR:
&RYLG SDQGHPLF WR PHGLXP WHUP ILQDQFLDO VKRFN ZKLFK PD\ LPSDFV
(XURSHDQ EDQN LV D ORZ ULVN LQVWLWXWLRQ IRU RXU FOLHQWYV DQG UHJ)

7KH YDOXH RI WKH 86 GROODU KDV DSSUHFLDWHG VLJQLILFDQWO\ GXULQJ
FRPSDUHG WR DQ DYHUDJH RI +RZHYHU WKH LPSDFW RI WKH 86 GROO
UHVXOWYV

$W WKH HQG RI '"HFHPEHU WKH VSRW EDODQFH VKHHW Rl WKH (XURSHD
ELOOLRQ GHFOLQH RQ 6HSWHPEHU ZLWK DQ RYHUDOO \HDU RQ \HDU Q|
7KH PDLQ GULYHUV RI WKLV PDUJLQDO LQFUHDVH ODUJHO\ LQFOXGHG KLJ
QHZ ORQJ WHUP LQWHUFRPSDQ\ GHEW UHFRJQLVHG GXULQJ WKH \HDU ZLV
(TXLW\ ZDV DOVR XS ELOOLRQ 7KH HIIHFW Rl WKHVH ZHUH ODUJHO\ RI
GHSRVLWV FRPSOHPHQWHG E\ D UHGXFWLRQ LQ VXERUGLQDWHG GHEW DC
ELOOLRQ UHVSHFWLYHO\

BNY MELLON
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7KH (XURSHDQ EDQN V QHW SURILW DIWHU WD[ DPRXQWHG WR PLOO
LOQFRPH RI PLOOLRQ LQ UHVXOWLQJ LQ D SRVLWLYH UHWXUQ F
7KH UHGXFWLRQ LV PDLQO\ DWWULEXWHG WR ORZHU QHW ,QWHUHVW UHYH
LOQWHUHVW HDUQLQJ DVVHWY SDUWLDOO\ RIIVHW E\ WKH EHQHILW RI OF
EDODQFHV

7R PLWLIJDWH QRQ LQWHUHVW LQFRPH KDV LQFUHDVHG E\ FRPSDUHG
6HUYLFLQJ IHH LQFRPH UHIOHFWLQJ KLIJIKHU PDUNHW YDOXHYV DQG FOL
RULJLQDWHY IURP WKH %1<0 *URXS LQ OLQH ZLWK 2SHUDWLQJ HJI
SULPDULO\ H[SODLQHG E\ KLJKHU UHYHQXH UHODWHG H[SHQVHV KLJKHU
WHFKQRORJ\ HI[SHQVHV 7KH SRVLWLYH QHW UHVXOWY DIWHU WD[ KDV UHYV
YV SRVLWLYH LQ

2Q JHEUXDU\ 5XVVLD LQYDGHG 8NUDLQH ODXQFKLQJ WKH ELJIJHVW P

7KH 8NUDLQH ZDU KDV QRZ VKDNHQ ILQDQFLDO PDUNHWY KLWWLQJ DOO
HPHUJLQJ LVVXH LV DGYHUVHO\ DIITHFWLQJ WKH (XURSHDQ EDQN DQG FUH
EXVLQHVYV DQG WKH XOWLPDWH LPSDFW RI WKLV ZDU ZLOO GHSHQG RQ IXV

7R GDWH VLQFH WKH HYHQWY LQ 8NUDLQH 5XVVLD VWDUWHG XQIROGLQJ
LQ GHSRVLW OHYHOV DQG LQFUHDVLQJ XSZDUGV WUHQG DQG YRODWLOLW
FULVHV LW LV H[SHFWHG WKDW LQ WLPHV RI VWUHVY DQG YRODWLOLW\
EDODQFH VKHHW OHYHOV <HDU WR GDWH WKH (XURSHDQ EDQN V WKLUG S

ELOOLRQ -DQ WR D KLJK RI EOLOOLRQ ODU FRPSDUHG WR D
ELOOLRQ 7KH (XURSHDQ EDQN FRQWLQXHV WR FORVHO\ PRQLWRU WKH VI
LPPHGLDWH FXUUHQW FRQFHUQV WKDW WKH HYHQWY ZLOO KDYH D PDWHUI
PHWULFV DW WKLV VWDJH 7UHDVXU\ LV FORVHO\ PRQLWRULQJ RQ JRLQJ
FRQWH[W RI WKH (XURSHDQ EDQN V OHYHUDJH H[SRVXUH DQG FRQVHT
UHTXLUHPHQWY IROORZLQJ WKH ZLWKGUDZDO RI WKH FHQWUDO EDQN H[H
RXWOLQHG RQ WKH IROORZLQJ SDJH

6SHFLILF WR 5XVVLD DQG 8NUDLQH WKH (XURSHDQ EDQN FXUUHQWO\ KDV
H[SRVXUH WR 5XVVLDQ SBNUDLQLDQ FRXQWHUSDUWLHYV 7KH (XURSHDQ

FXUUHQWO\ KHOG RQ DFFRXQWV ZLWK 1RVWUR SURYLGHUV b5RVEDQN SUL
7TUHDVXU\ FRQWLQXHV WR UHFHLYH PXOWLSOH GDLO\ SRVLWLRQLQJ UHSRL
VKHHWY LQ 58% DQG 8%+ 7KH (XURSHDQ EDQN V 7UHDVXU\ IXQFWLRQ PD
VWUDWHJ\ LQ 58% ZLWK GHSOR\PHQW RI HQG RI GD\ EDODQFH LV OHIW RC
7TUHDVXU\ UHPDLQV LQ FORVH FRQWDFW DQG FRRUGLQDWLRQ ZLWK NH\ °
JLQDQFH ODUNHWYV 5LVN DQG 1HWZRUN ODQDJHPHQW DV WKH VLWXDWLRQ

%1l< OHOORQ LV ZHOO SRVLWLRQHG DJDLQVW FRPSHWLWLRQ WKDQNV WR
VWUDWHJI\ %1< OHOORQ KDV D XQLTXH VHOOLQJ SURSRVLWLRQ WKDW ILW
SRVLWLRQHG DV WKH U(XURSHDQ %DQNU

%XVLQHVV (YROXWLRQ LQ

2Q -DQXDU\ WKH (XURSHDQ EDQN DQG 1\NUHGLW RQH RI "HQPDUN x\
DJUHHG WR GHHSHQ WKHLU ORQJ VWDQGLQJ DOOLDQFH ZLWK WKH WUDQVI!

7KLV LQYHVWPHQW ZDV WKH ODWHVW VWHS LQ %1< OHOORQxV GHOLEHUD
WKH 1RUGLF UHJLRQ ,W IROORZHG WKH RSHQLQJ RI WKH (XURSHDQ EDQN \
UHJLRQDO WHFKQRORJ\ SURYLGHUV DQG ZDV DQRWKHU PLOHVWRQH LQ %!
EHVW LQ FODVV FOLHQW H[SHULHQFH

'RUNLQJ WRIJHWKHU VLQFH %1< OHOORQ KDV SURYLGHG FXVWRG\ DQG
RI FOLHQWYV LQFOXGLQJ VHYHUDO RI WKH ODUJHVW LQYHVWRUV LQ 'HQPDU

'LWK WKH GHSRVLWDU\ EXVLQHVV RI I1\NUHGLW EHFRPLQJ SDUW RI WKH %1:
DEOH WR SURYLGH GHSRVLWDU\ VHUYLFHY GLUHFWO\ WR FOLHQWYV LQ 'H
FDSDELOLWLHV %1< OHOORQ RITHUV WKH VFDOH WHFKQRORJLFDO UHVRXU
UHJXODWRU\ UHTXLUHPHQWY IDFHG E\ FOLHQWY ZKLOH HQVXULQJ WKH G
HITHFWLYH LQWR WKH IXWXUH

$v D SbUW RI WKH DJUHHPHQW D VPDOO WHDP RI HPSOR\HHV ZDV WUDQ
DOUHDG\ ZRUNHG FORVHO\ ZLWK %1< OHOORQ IRU PDQ\ \HDUYV

o
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2Q JHEUXDU\ WKH (XURSHDQ EDQN RSHQHG D QHZ EUDQFK LQ 0DGUL
WKH H[LVWLQJ ORFDO DQG UHJLRQDO FOLHQW UHODWLRQVKLSY DQG DOOR
IURP D ORFDO EDVH DQG LQ WKH ORFDO ODQJXDJH WR VHFXUH LWV VWURC

$GGLWLRQDOO\ IROORZLQJ UHJXODWRU\ DSSURYDO VXERUGLQDWHG GHE\
$vV D PLWLIJDWLRQ PHDVXUH WKH (XURSHDQ EDQN FRQWUDFWHG IRU P

7KLV ZDV QHHGHG WR PDQDJH WKH LPSDFW RI WKH PLOOLRQ VXER
EDQN V UHJXODWRU\ PHWULFV 7KLV ERUURZLQJ GLG QRW TXDOLI\ DV FDSL

7KH (XURSHDQ EDQN V EDODQFH VKHHW KDV LQFUHDVHG RYHU WKH SDVW
LQ WKH PHGLXP WHUP

2Q ODUFK RXU (XURSHDQ EDQN FRQWUDFWHG D \HDU VXERUGLQDWH
<RUN OHOORQ U%1<00 IRU WKH SXUSRVHV RI HQVXULQJ FRPSOLDQFH ZLW
DQG HOLJLEOH OLDELOLWLHV UO05(/0 DQG LQWHUQDO WRWDO ORVV DI
VXERUGLQDWHG ORDQ LV IXQGHG ZLWK WKH UHSD\PHQW WR %1<0 Rl DQ HII

EDQN DQG RULJLQDWHG LQ )HEUXDU\ ZLWK D \HDU PDWXULW\ ORUHRY
ELOOLRQ DQG ELOOLRQ ZHUH UHFODVVLILHG WR WKH ORQJ WHUP OLDEL
$V RI -XQH WKH &5'" 9 DQG &55 ,, UHIJXODWRU\ I UDPHZRUNV EHFDPI

&RQVHTXHQWO\ GLVFORVXUHV DUH EHLQJ SUHSDUHG LQ DFFRUGDQFH ZLW
5HIXODWLRQ (8 1R

JRRNLQJ WRZDUGV WKH QHDU WHUP WKH ODUNHW 5LVN $OWHUQDWLYH 6
ELQGLQJ RQ WKH (XURSHDQ EDQN LQ -XQH DQG ZLOO EH UHIOHFWHG L(
$V RI BHSWHPEHU PDUNHW ULVN FDOFXODWLRQV XQGHU WKLV QHZ IUD
GLVFORVHG SUHVHQWO\

o
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&DSLWD

$UWLFOH D &55 ,, 2Z2Q IXQGV DQG HOLJLEOH OLDELO!
\~
2
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&RPSRVLWLRQ RI UHIJXODWRU\ FDSLWDO

7KLYV VHFWLRQ SURYLGHV DQ RYHUYLHZ RI WKH UHJXODWRU\ EDODQFH V
UHJXODWRU\ FDSLWDO 7KHUH DUH D QXPEHU RI GLIIHUHQFHYV EHWZHHQ \
, QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGYV ,)56 DQG 3LOOI
SUXGHQWLDO UHTXLUHPHQWYV

2Z2Q IXQGV FRPSULVH WLHU FDSLWDO OHVV GHGXFWLRQV
7KH (XURSHDQ EDQNxV UHJXODWRU\ FDSLWDO LV GHILQHG E\ &5' 9 DQG LQF

a &RPPRQ (TXLW\ 7LHUZKEBKSULWDWKH KLIKHVW TXDOLW\ IRUP RI UHJXO
FRPSULVLQJ FRPPRQ VKDUHV LVVXHG DQG UHODWHG VKDUH SUHPLX
H[FOXGLQJ WKH FDVK IORZ KHGJLQJ UHVHUYH OHVV VSHFLILHG UHJXC

a )ROORZLQJ UHIJXODWRUWXERINCAVYDAWHG GHEWYV RI PLOOLRQ ZHUH U

7TDEOH (8 && &RPSRVLWLRQ RI UHJXODWRU\ RZQ IXQGV

7KLY WDEOH VKRZV WKH FRPSRVLWLRQ RI WKH (XURSHDQ EDQNxV UHJXOD
bDQG b UHIHUHQFH DV WR ZKHUH WKHVH HOHPHQWY FDQ EH LGHQWLILHG LQ

%DODQFH VKHHW
$W  'HFHPEHU VRXUFH LQ WDEQ
P $SPRXQWYV & &

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO LQVWUXPHQWY DQG U}F

&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV

Rl ZKLFK RUGLQDU\ VKDUHV D
Rl ZKLFK VKDUH SUHPLXP E
5HWDLQHG HDUQLQJV F G
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG RWKHU UHVHUYHV G

yQGHSHQGHQWO\ UHYLHZHG LQWHULP SURILWV QHW RI DQ\ IRUHVHHDEOH FKDUJH RU GLYLGH

&RPPRQ (TXLW\ 7LHU & (7 FDSLWDO EHIRUH UHIJXODWRU\ DGMXVWPHQWYV

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO UHJIJXODWRU\ DGMXVWPHQWYV

$GGLWLRQDO YDOXH DGMXVWPHQWYV H
,QWDQJLEOH DVVHWV QHW RI UHODWHG WD[ OLDELOLW\ |
'"HILQHG EHQHILW SHQVLRQ IXQG DVVHWYV QHJIJDWLYH DPRXQW J
2WKHU UHJXODWRU\ DGMXVWPHQWYV G

7TRWDO UHJXODWRU\ DGMXVWPHQWY WR &RPPRQ (TXLW\ 7LHU & (7

BNY MELLON
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%DODQFH VKHHW
$W  'HFHPEHU VRXUFH LQ WDEQ
P $SPRXQWYV &&

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO

$GGLWLRQDO 7LHU $7 FDSLWDO

7LHU FDSLWDO 7 &(7 $7

7LHU 7 FDSLWDO

7TRWDO FDSLWDO 7& 7 7

7TRWDO ULVN H[SRVXUH DPRXQW

&DSLWDO UDWLRY DQG UHTXLUHPHQWY LQFOXGLQJ EXIIHUV

&RPPRQ (TXLW\ 7LHU DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW
7LHU DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW

7TRWDO FDSLWDO DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW
,QVWLWXWLRQ &(7 RYHUDOO FDSLWDO UHTXLUHPHQWYV

Rl1 ZKLFK FDSLWDO FRQVHUYDWLRQ EXIIHU UHTXLUHPHQW

RI ZKLFK FRXQWHUF\FOLFDO EXIIHU UHTXLUHPHQW

Rl ZKLFK *OREDO 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ * 6,, RU 2WKHU 6\VWHPLFDOO
26, EXIIHU

RI ZKLFK DGGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV WKH ULVNV RWKHU

WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH

&RPPRQ (TXLW\ 7LHU FDSLWDO DV D SHUFHQWDJH RI ULVN H[SRVXUH DPRXQW DYDLODEOH
PHHWLQJ WKH PLQLPXP FDSLWDO UHTXLUHPHQWYV

$PRXQWY EHORZ WKH WKUHVKROGVY IRU GHGXFWLRQ EHIRUH ULVN ZHLJKWLQJ

'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIITHUHQFHV DPRXQW EHORZ WKUHV|
UHODWHG WD[ OLDELOLW\ ZKHUH WKH FRQGLWLRQV LQ $UWLFOH DUH PHW K
$SSOLFDEOH FDSV RQ WKH LQFOXVLRQ RI SURYLVLRQV LQ 7LHU

&DS RQ LQFOXVLRQ RI FUHGLW ULVN DGMXVWPHQWYVY LQ 7 XQGHU VWDQGDUGLVHG DSSURDFK

,Q DFFRUGDQFH ZLWK DUWLFOH GHIHUUHG WD[ DVVHWY DULVLQJ IURP W
Rl WKH &(7 DUH H[HPSWHG IURP GHGXFWLRQ IURP &(7 7TKH (XURSHDQ
PLOOLRQ LV EHORZ WKH WKUHVKROGY IRU GHGXFWLRQ DQG LV VXEMHFW

IURP WHPSRUDU\ GLITHUHQFHY DUH WKH RQO\ LWHPVY H[HPSWHG IURP RZQ |

7TDEOH (8 && S5HFRQFLOLDWLRQ RI UHIJXODWRU\ RZQ IXQGV WR EDODQF
VWDWHPHQWYV

7KH WDEOH RQ WKH IROORZLQJ SDJH VKRZV D UHFRQFLOLDWLRQ RI WKH (X
LQ DFFRUGDQFH ZLWK ,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGD!L
)XQGV XQGHU SUXGHQWLDO UXOHV 7KH EDODQFH VKHHW XQGHU WKH UHJ
WKH FDOFXODWLRQ Rl UHJXODWRU\ FDSLWDO UHTXLUHPHQWYVY 7KHUH LV Q
FRQVROLGDWLRQ
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%DODQFH VKHHW DV LQ
$W  'HFHPEHU WKH SXEOLVKHG
P ILQDQFLDO VWBDMNHBHQWNW

$VVHWV %UHDNGRZQ E\ DVVHW FODVVHV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ WKH SXEO
VWDWHPHQWYV

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNYV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV H
/RDQV DQG DGYDQFHV WR FXVWRPHUV

,QYHVWPHQW VHFXULWLHV H
&XUUHQW WD[ DVVHWYV

"HIHUUHG WD[ DVVHWYV K
2WKHU DVVHWYV J
3URSHUW\ DQG HTXLSPHQW

*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWV [
7RWDO DVVHWYV

/LDELOLWLHV %UHDNGRZQ E\ OLDELOLW\ FODVVHV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ
ILQDQFLDO VWDWHPHQWYV

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV H
'"HSRVLWV IURP FHQWUDO EDQNV

'"HSRVLWV IURP ILQDQFLDO LQVWLWXWLRQV

'"HSRVLWV IURP QRQ ILQDQFLDO LQVWLWXWLRQV

/IRQJ WHUP GHEW

2WKHU ILQDQFLDO OLDELOLWLHV

&XUUHQW WD[ OLDELOLWLHV

'"HIHUUHG WD[ OLDELOLWLHV J [
2WKHU OLDELOLWLHYV

3URYLVLRQV

7RWDO OLDELOLWLHV

6KDUHKROGHUV (TXLW\

,VVXHG FDSLWDO

6KDUH SUHPLXP

5HWDLQHG HDUQLQJV F G
2WKHU UHVHUYHV G
7RWDO VKDUHKROGHUV HTXLW\

21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV D 3UXGHQWLDO 9DOXDWLRQ
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV D 3UXGHQWLDO 9DOXDWLR
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV D 3UXGHQWLDO 9DOXDWLRQ

21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV D GHILQHG EHQHILW SHQVLRGC
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV JRRGZLOO

21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV RWKHU LQWDQJLEOH DVVHW\
21 ZKLFK PLOOLRQ UHODWHYVY WR DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG P
7TDEOH && GLIIHUV E\ DSSUR[LPDWHO\ PLOOLRQ GXH WR D UHFODVV ZKLFK LV DFFRXQWHG

$GGLWLRQDO YDOXH DGMXVWPHQWY WR DVVHWY PHDVXUHG DW IDLU YDOXI

DQG DV DPHQGHG E\ &55 ,, 3UXGHQW YDOXDWLRQ DGMXVWPHQWV D
HISRVXUH YDOXH
,Q DFFRUGDQFH ZLWK $UWLFOHV DQG DV DPHQGHG E\ &55 ,, DPR

EHQHILW SHQVLRQ IXQG DVVHWV QHW RI WKHLU UHODWHG GHIHUUHG WD
WKH GHILQHG EHQHILW SHQVLRQ SODQ KDV EHFRPH D SHQVLRQ IXQG I
&RQVHTXHQWO\ LW LV QRW LQ VFRSH IRU FUHGLW ULVN
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7TDEOH (8 1/, "LITHUHQFHYVY EHWZHHQ WKH DFFRXQWLQJ VFRSH DQG WK
DQG PDSSLQJ RI ILQDQFLDO VWDWHPHQW FDWHJRULHYV ZLWK UHJXODWRU\

&DUU\LQJ YDOXHV RI LWHPV

&DUU\LQJ WR RZQ IXQGV
YDOXHV DV UHTXLUHPHQWYV
UHSRUWHEBXEQ@HFW WR 6XEMHFWWRXEMHFW WR
SXEOLVKAMEH FUHEXEBEMHFWXERHFW WRKWIKPHDUNIBW GXFWLRQ

$W "HFHPEHU ILQDQFLDO ULVN WKH &&HFXULWLVDWLRIQVN IURP RZQ

P VWDWHPHQWRHZRUWDPHZRUNUDPHZRUMWDPHZRUN IXQGV

%UHDNG ZQ E\ v HW FODVVHV DFFRUGLQJ WR WKH

EDODQ VKHHW LQ WKH SXEOLVKHG ILQDQFLDO

VWDWH PHQWV

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNV o} (o] o]

'"HULYDWLYH ILQDQFLDO LQVWUXPHQWV ) o) o

/RDQV DQG DGYDQFHV WR FXVWRPHUV o (o) o

,QYHVWPHQW VHFXULWLHV o} o

2WKHU DVVHWYV o (o]

SURSHUW\ DQG HTXLSPHQW 0o (o) o

*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWV O o (o]

7D[ DVVHWYV o] 0o o]

7RWDO DVVHWYV

%UHDNGRZQ E\ OLDELOLW\ FODVVHV DFFRUGLQJ WR WKH

EDODQFH VKHHW LQ WKH SXEOLVKHG ILQDQFLDO

VWDWHPHQWV

'"HULYDWLYHV ILQDQFLDO LQVWUXPHQWYV o) (o) 0o

'"HSRVLWV PHDVXUHG DW DPRUWL]HG FRVW o] o} (o]

/IRQJ WHUP GHEW 6] o) o) 6]

2WKHU OLDELOLWLHYV o] o] (o]

3URYLVLRQV o] o (o] o

7D[ OLDELOLWLHYV o] o] 0o

7RWDO OLDELOLWLHV o] (o]

)DLU YDOXH LV GHILQHG DV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHC(
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUHPHC(
PHDVXUHPHQWY LV XWLOL]J]HG EDVHG XSRQ WKH WUDQVSDUHQF\ RI LQSXW?
PHDVXUHPHQW GDWH

)DLU YDOXH IRFXVHV RQ H[LW SULFH LQ DQ RUGHUO\ WUDQVDFWLRQ WK
EHWZHHQ PDUNHW SDUWLFLSDQWY DW WKH PHDVXUHPHQW GDWH XQGHU F>
LOVWUXPHQWY WUDGHG LQ DFWLYH PDUNHWYV DW WKH FRQVROLGDWHG V!
TXRWHG PDUNHW SULFH ZLWKRXW DQ\ GHGXFWLRQ IRU WUDQVDFWLRQ FRYV

JRU DOO RWKHU ILQDQFLDO LQVWUXPHQWY QRW WUDGHG LQ DQ DFWLYH PI
YDOXDWLRQ WHFKQLTXHV O9DOXDWLRQ WHFKQLTXHV LQFOXGH WKH GLVF
LOQVWUXPHQWY IRU ZKLFK PDUNHW REVHUYDEOH SULFHV H[LVW RSWLRQV
YDOXDWLRQ PRGHOV

7KH (XURSHDQ EDQN KDV RQO\ OHYHO DQG OHYHO ILQDQFLDO LQVWUXP
DQ\ LQWHUQDO YDOXDWLRQ PRGHOV ZLWK XQREVHUYDEOH GDWD IRU WKH (

BNY MELLON
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7TDEOH (8 1/, ODLQ VRXUFHV RI GLIITHUHQFHV EHWZHHQ UHJXODWRU\ H
YDOXHYV LQ ILQDQFLDO VWDWHPHQWYV

,2ZWHPV VXEMHFW WR

$W '"HFHPEHU &UHGLWEBEXN LWLVDWISRG ODUNHW ULVN
P 7TRWDIODPHZRUMNMUDPHZRUWDPHZRUMMNDPHZRUN
$VVHWY FDUU\LQJ YDOXH DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO

FRQVROLGDWLRQ DV SHU WHPSODWH /,

/LDELOLWLHYV FDUU\LQJ YDOXH DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO
FRQVROLGDWLRQ DV SHU WHPSODWH / (0] (0]

7TRWDO QHW DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO FRQVROLGDWLRQ

21l EDODQFH VKHHW DPRXQWV ) o)

'LITHUHQFHY GXH WR WKH XVH RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV
&50V

'LITHUHQFHV GXH WR FUHGLW FRQYHUVLRQ IDFWRUV ¢}
'LITHUHQFHV GXH WR &&5 FDOFXODWLRQV XQGHU WKH 6% &&5 |
PHWKRGRORJ\ O

([SRVXUH DPRXQWYVY FRQVLGHUHG IRU UHJXODWRU\ SXUSRVHYV

&DUU\LQJ YDOXHV VXEMHFW WR PDUNHW ULVN UHSUHVHQW DOO FXUUHQF\
FXUUHQF\ (85 7KHVH DPRXQWYV FDQ DOVR EH LQFOXGHG LQ H[SRVXUHV VX

7KH GLIIHUHQFH LQ UHJDUGY WR WKH PDUNHW ULVN H[SRVXUH DPRXQW
SULQFLSOH WR WKH PHWKRGRORJLHY DSSOLHG LQ GHWHUPLQLQJ WKH H
FRQVLGHUV WKH FDUU\LQJ DPRXQWY RI FXUUHQFLHY RQ WKH EDODQFH VKFE
KLJKHU RI bOO QHW ORQJ RU QHW VKRUW FXUUHQFLHYV DIWHU H[FOXVLRQ
RI WKH UHJXODWRU\ H[SRVXUH

JROORZLQJ WKH DGRSWLRQ RI &55 ,, WKH (XURSHDQ EDQN GLVFORVHV L\
FRXQWHUSDUW\ FUHGLW ULVN 6% &&5 EHLQJ D PRUH ULVN VHQVLWLYH F
DQG VWDQGDUGLVHG IUDPHZRUNYV 7KH GLIITHUHQFH UHODWHY WR WKH DSS
UHTXLUHG WR DUULYH DW WKH H[SRVXUH DPRXQW FRQVLGHUHG IRU UHJXO|

7DEOH (8 &&$ ODLQ IHDWXUHV Rl UHJXODWRU\ RZQ IXQGV LQVWUXPHQ\

7KLV WDEOH SURYLGHV D GHVFULSWLRQ RI WKH PDLQ IHDWXUHV RI UHJXO
7TDEOBYV DWHFHPEHU 7KH IXOO WHUPV DQG&RFPEE DWMIKQW\RTLIHWO FDSLWDO L
LQFOXGHGIMYGRI WKLY GLVFORVXUH

ODLQ IHDWXUHV RI UHJ FDSLWDO LQVWUXPHQWYV 2UGLQDU\ 6KDUHYV

,VVXHU 7KH %DQN RI 1HZ <RUN OHOOR(
8QLTXH LGHQWLILHU HJ &86,3 ,6,1 RU %YORRPEHUJ LGHQWLILHU IRU SULYDWH SODFHBHQW
*RYHUQLQJ ODZ V RI WKH LQVWUXPHQW %HOJLDQ ODZ

&RQWUDFWXDO UHFRJQLWLRQ RI ZULWH GRZQ DQG FRQYHUVLRQ SRZHUV RI UHVROXWRRQ DXW

5HJXODWRU\ WUHDWPHQW
&XUUHQW WUHDWPHQW WDNLQJ LQWR DFFRXQW ZKHUH DSSOLFDEOH &REPREYLWKR®D OL&ES
3RVW WUDQVLWLRQDO &55 UXOHV &RPPRQ (TXLW\ 7LHU
(OLJLEOH DW VROR VXE FRQVROLGDWHG VROR VXE FRQVROLGDWHGROR &RQVROLGDMW
L QVWUXPHQW W\SH 2UGLQDU\ 6KDUHYV

$PRXQW UHFRJQLVHG LQ UHJXODWRU\ FDSLWDO RU HOLJLEOH OLDELOLWLHYV

1RPLQDO DPRXQW RI LQVWUXPHQW

,VVXH SULFH

S5HGHPSWLRQ SULFH 13

>
,0
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ODLQ IHDWXUHV RI UHJ FDSLWDO LQVWUXPHQWYV 2UGLQDU\ 6KDUHV
$FFRXQWLQJ FODVVLILFDWLRQ 6KDUHKROGHUV HTX
2ULJLQDO GDWH RI LVVXDQFH 6HSWHPEHU
SHUSHWXDO RU GDWHG BHUSHWXDO
2ULJLQDO PDWXULW\ GDWH 1R PDWXULW\
,VVXHU FDOO VXEMHFW WR SULRU VXSHUYLVRU\ DSSURYDO 1R

&RXSRQV GLYLGHQGV

JLIHG RU IORDWLQJ GLYLGHQG FRXSRQ 13
([LVWHQFH RI D GLYLGHQG VWRSSHU 1R
&RQYHUWLEOH RU QRQ FRQYHUWLEOH 1RQ FRQYHUWLEO
:ULWH GRZQ IHDWXUHYV 1R
7\SH RI VXERUGLQDWLRQ RQO\ IRU HOLJLEOH OLDELOLWLHYV 13

5DQNLQJ RI WKH LQVWUXPHQW LQ QRUPDO LQVROYHQF\ SURFHHGLQJV
1RQ FRPSOLDQW WUDQVLWLRQHG IHDWXUHYV 1$

/LQN WR WKH IXO0O WHUP DQG FRQGLWLRQV RI WKH LQVWUXPHQW VLJQSRVWIHHI$SSHQGL]

7KLY WDEOH LV EDVHG RQ $QQH[ 9,, RI BHIXODWLRQ (8 1R VHOHFWHG QRQ DSSOLFDI
6LQFH WKH RULJLQDO GDWH RI LVVXDQFH WKH (XURSHDQ EDQN KDV LVVXHG IXUWKHU RUGLQ

6XERUGLQDWHG OLDELOLWLHV

7TRZDUGV WKH HQG RI WKH (XURSHDQ EDQN IRUPDOO\ UHTXHVWHG SHUP
RZQ IXQGV E\ UHGHHPLQJ LWV WZR 7LHU VXERUGLQDWHG ORDQV 3HUPLYV
LPPHGLDWH GHGXFWLRQ RI WKH PLOOLRQ IURP RZQ IXQGV 7KH WZR V
JHEUXDU\ DQG FRQVHTXHQWO\ DUH QRW SUHVHQWHG LQ WKHVH GLVFO

,VVXHG FDSLWDO DQG UHVHUYHV

$XWKRULVHG LVVXHG DQG IXOO\ SDLG

2UGLQDU\N VKDUHYV RI HDFK

%1< OHOORQ KDV VKDUH RSWLRQ VFKHPHV XQGHU ZKLFK RSWLRQV WR VXE
JUDQWHG WR FHUWDLQ H[HFXWLYHY DQG VHQLRU HPSOR\HHV RI WKH (XURS
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7DEOH (8 ,/$& ,QWHUQDO ORVV DEVRUELQJ FDSDFLW\ LQWHUQDO 05(/
IRU RZQ IXQGYV DQG HOLJLEOH OLDELOLWLHV IRU QRQ (8 * 6,,V

,Q DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY RI $UWLFOH E RI 5SHIXODWLR
(XURSHDQ EDQN V PLQLPXP UHTXLUHPHQW IRU HOLJLEOH OLDELOLWLHV EF

7KH (XURSHDQ EDQN LV QRW FODVVLILHG DV D UHVROXWLRQ HOQWLW\ DQG (

WR L RI 'LUHFWLYH (8 1R 7KH LQIRUPDWLRQ LV SUHVHQWHG RQ
OLQLPXP 1RQ (8 * 6,,
UHTXLUHPHQWHRXLUHPHQW IRU
RZQ IXQGV DQRZQ IXQGV DQG
$W 'HFHPEHU HOLJLEOH OLDHELIQIE OMVOLDELOLWLHYV
P LQWHUQDO 05(UQWHUQDO4XM&LWDWLYH LQIRUPI

$SSOLFDEOH UHTXLUHPHQW DQG OHYHO RI DSSOLFDWLRQ

.,V WKH HQWLW\ VXEMHFW WR D 1RQ (8 * 6,, 5SHTXLUHPHQW IRU RZQ IXQGV <
DQG HOLJLEOH OLDELOLWLHV"

1 (8 LV DQVZHUHG E\ <HV LV WKH UHTXLUHPHQW DSSOLFDEOH RQ D &
FRQVROLGDWHG RU LQGLYLGXDO EDVLV"

,V WKH HQWLW\ VXEMHFW WR DQ LQWHUQDO 05(/ UHTXLUHPHQW" <
1 (8 DLV DQVZHUHG E\ <HV LV WKH UHTXLUHPHQW DSSOLFDEOH RQ D &

FRQVROLGDWHG RU LQGLYLGXDO EDVLV"

2ZQ IXQGYV DQG HOLJLEOH OLDELOLWLHV

&RPPRQ (TXLW\ 7LHU FDSLWDO &(7

(OLJLEOH $GGLWLRQDO 7LHU LQVWUXPHQWYV

(OLJLEOH 7LHU LQVWUXPHQWYV

(OLJLEOH RZQ IXQGV

(OLJLEOH OLDELOLWLHYV o] (o]

2Z2Q IXQGYVY DQG HOLJLEOH OLDELOLWLHV LWHPV DIWHU DGMXVWPHQWYV

7TRWDO ULVN H[SRVXUH DPRXQW DQG WRWDO H[SRVXUH PHDVXUH
7TRWDO ULVN H[SRVXUH DPRXQW

7TRWDO H[SRVXUH PHDVXUH

5DWLR RI RZQ IXQGV DQG HOLJLEOH OLDELOLWLHV
2ZQ IXQGVY bDQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI 75(%
RlI ZKLFK SHUPLWWHG JXDUDQWHHYV o]

2Z2Q IXQGY DQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI OHYHUDJH
H[SRVXUH

RI ZKLFK SHUPLWWHG JXDUDQWHHV o]

&(7 DV D SHUFHQWDJH RI 75($ DYDLODEOH DIWHU PHHWLQJ WKH HQWLW\xV
UHTXLUHPHQWYV

L, QVWLWXWLRQ VSHFLILF FRPELQHG EXIIHU UHTXLUHPHQW

SHTXLUHPHQWYV

SHTXLUHPHQW H[SUHVVHG DV D SHUFHQWDJH Rl WKH WRWDO ULVN H[SRVXUH
DPRXQW

RI ZKLFK PD\ EH PHW ZLWK JXDUDQWHHYV o]

,QWHUQDO 05(/ H[SUHVVHG DV SHUFHQWDJH RI WKH WRWDO H[SRVXUH
PHDVXUH

RI ZKLFK PD\ EH PHW ZLWK JXDUDQWHHYV o]

OHPRUDQGXP LWHPYV

7TRWDO DPRXQW RI HIFOXGHG OLDELOLWLHY UHIHUUHG WR LQ $UWLFOH D &55

1RWH 6HOHFWHG URZV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHH

‘
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$UWLFOH &55 ,, 2Z2Q IXQGV UHTXLUHPHQWY DQG ULVN .

5LVN H[SRVXUH E\ ULVN W\SH 5LVN H[SRVXUH
DWFHPEHU OMSEWHPEHU

&DSLWDO UHTXLUHPHQWY E\ ULVN W\SH &DSLWDO UHT.
'‘BIWHPEHU BWSWHPEHU

6WDQGDUGLVHG DSSURDFK IUDPHZRUN
6(& (5%% IUDPHZRUN
6(17% 6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN

>
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7KH (XURSHDQ EDQNxV FDSLWDO SODQ DLPV WR HQVXUH WKDW LW KROG
EXVLQHVYV PRGHO DOORZLQJ IRU SUXGHQW PDQDJHPHQW RI WKH EXVLQHYV
VFHQDULRY 3RWHQWLDO FDSLWDO VKRUWIDOOV DUH LGHQWLILHG RYHU D
7KH SODQ LV UHIOHFWLYH RI WKH (XURSHDQ EDQNxV ULVN DSSHWLWH ZKL
FKDUDFWHULVHG E\ VWURQJ OLTXLGLW\ VXSHULRU DVVHW TXDOLW\ DQG
DFWLYLWLHY DQG KDV WKH DELOLW\ WR DEVRUE ORVVHYV

7KH SODQ LV GHYHORSHG ZLWK LQSXW IURP )LQDQFH 5LVN 7UHDVXU\ DQC
HDUQLQJYV EDVHG RQ LWV EXVLQHVVY SODQ WKH (XURSHDQ EDQN JHQHUDW
IRXQGDWLRQ IRU ILQDQFLDO PRGHOOLQJ DQG VWUHVV WHVWLQJ XVHG DV S

7KH FDSLWDO SODQ HIIHFWLYHO\ LQFRUSRUDWHY D YLHZ RI WKH (XURS
DVVRFLDWHG ZLWK WKDW PRGHO DQG DQ DVVHVVPHQW RI KRZ WKRVH ULV
SHU LQWHUQDO DQG H[WHUQDO UHJXODWRU\ FULWHULD 7KH FDSLWDO SOCL
DSSURYDO XSRQ UHFRPPHQGDWLRQ RI WKH 5LVN &RPPLWWHH RI WKH %RELC
E\ WKH %1<0 $VVHW DQG /LDELOLW\ &RPPLWWHH O$/&2x

&DOFXODWLQJ FDSLWDO UHTXLUHPHQWYV

&55 ,, DOORZV IRU GLIIHUHQW DSSURDFKHV IRU FDOFXODWLQJ FDSLWDO
VWDQGDUGLVHG DSSURDFK XQGHU 3LOODU IRU WKH PDMRULW\ RI ULVN W
FODVV WR ZKLFK WKH H[SRVXUH LV DVVLIQHG DQG LWV FUHGLW TXDOL!'
UHTXLUHPHQWY DJDLQVW FUHGLW H[SRVXUHVY DQG DUH FRQVLVWHQW DFUF
IRU FDOFXODWLQJ WKH ULVN ZHLJKWV DVVLIJQHG WR HDFK ULVN FRPSRQ
XQGHU 6% &&5 PDUNHW ULVN DQG RSHUDWLRQDO ULVN 7KH ([WHUQDO
IRU VHFEXULWLVDWLRQ H[SRVXUHV

7TDEOH (8 29 2YHUYLHZ RI WRWDO ULVN H[SRVXUH DPRXQWYV

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V ULVN ZHLJKWHG DVVHWYV 5:9
UHVSHFWLYH FDSLWDO UHTXLUHPHQWY 7KH (XURSHDQ EDQN GRHV QRW
&&3 DQG KDV QR VHWWOHPHQW ULVN RU ODUJH H[SRVXUHV LQ WKH FXUL

7TRWDO RZ(
5LVN ZHLJKWHG DVVHWWVH5 XMW H

P "HF 6HS "HF

&UHGLW ULVN H[FOXGLQJ &&5

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

&RXQWHUSDUW\ FUHGLW ULVN &&5

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

21 ZKLFK FUHGLW YDOXDWLRQ DGMXVWPHQW &9%

21 ZKLFK RWKHU &&5 0 0

6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN DIWHU WKH FDS

21 ZKLFK 6(& (5%% LQFOXGLQJ ,$$%$

BRVLWLRQ IRUHLJQ H[FKDQJH DQG FRPPRGLWLHYV ULVNV ODUNHW ULVN

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

2SHUDWLRQDO ULVN

21 ZKLFK VWDQGDUGLVHG DSSURDFK

$PRXQWV EHORZ WKH WKUHVKROGYV IRU GHGXFWLRQ VXEMHFW WR ULVN o)
ZHLIJKW )RU LQIRUPDWLRQ

7RWDO

1RWH 5LVN IUDPHZRUNV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EH|

>
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5:3V IRU FUHGLW DQG FRXQWHUSDUW\ FUHGLW ULVN XQGHU WKH VWDQGI
ELOOLRQ LQ WKH TXDUWHU 7KLV ZDV PRVWO\ GULYHQ E\ ORZHU 5:$3V RQ F
RYHUGUDIW H[SRVXUHV EHLQJ GRZQ ELOOLRQ 7KLV ZDV VXSSOHPHQ
SODFHPHQWY DW FUHGLW LQVWLWXWLRQV XQGHU WKH VFRSH RI $UWLFOH
DIILOLDWHY ZHUH DOVR GRZQ ELOOLRQ DQG DURXQG ELOOLRQ UHYV

6LPLODUO\N 5:3V RQ LOQVWLWXWLRQV ZHUH DOVR GRZQ E\ DSSUR[LPDWHO\
SDUWLHV RI ELOOLRQ ZKLOVW 5:3V RQ VHFXULWLHY DQG GHULYDWLYHYV

7KLYV RYHUDOO UHGXFWLRQ zZzDV SDUW\ RIIVHW E\ DQ DSSUR[LPDWHO\ E
VWHPPLQJ IURP UHFHLYDEOHYV IURP EURNHUV 3XEOLF VHFWRU EDVHG H[SR
DV FROOHFWLYH LQYHVWPHQWY ZHUH EURDGO\ VWDWLF

7KH &UHGLW 9DOXDWLRQ $GMXVWPHQW 5:$ KDV LQFUHDVHG DV D UHVXOW F
ODUNHW ULVN 5:$3V KDYH SULPDULO\ EHHQ LQIOXHQFHG E\ SRVLWLRQ ULV
VLIQLILFDQW HYROXWLRQ RI WKH QRWLRQDO DPRXQWYVY RI WKH XQGHUO\LQ.

7KH 5:$ IRU RSHUDWLRGDO DMNE KOPWDWFFRUGDQFH ZLWK WKH DQQXDO UH FD
RI UHVXOWYV IURP WKH SULRU WKUHH \HDUV *HQHUDOO\ WKH 5:%$ IRU RSHU
WKH SULRU \HDU V SURILWY DUH UHFRJQLVHG IROORZLQJ WKH DXGLW WKH

7KH (XURSHDQ EDQN ODUJHO\ HIFHHGV WKH PLQLPXP FDSLWDO UDWLRYV UF
WR HQVXUH FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPHQWY DW DOO WLPH
OHYHOV KLJKHU WKDQ WKH PLQLPXP UHJXODWRU\ UHTXLUHPHQWY WR HQV
YRODWLOLW\ 7KHVH UDWLRV KDYH EHHQ GHWHUPLQHG WR EH DSSURSU]I
REMHFWLYHYV EXVLQHVVY PRGHO ULVN DSSHWLWH DQG FDSLWDO SODQ
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SLVN

SUWLFOH &55 ,, 5LVN PDQDJHPHQW REMHFWLYHYV DQG
*LYHQ WKH FULWLFDO UROH WKDW %1< OHOORQ SOD\V VXSSRUWLQJ FOLHC
JLODQFLDO ,QVWLWXWLRQ * 6,), WKH ILQDQFLDO VWDELOLW\ Rl DOO RI

DQG HVSHFLDOO\ GXULQJ SHULRGV RI PDUNHW WXUEXOHQFH LV UHFRJQL\
&OLHQWVY DQG PDUNHW SDUWLFLSDQWY QHHG WR KDYH FRQILGHQFH WKD'
VWURQJ FRQWLQXH WR GHOLYHU RSHUDWLRQDO H[FHOOHQFH DQG PDLQW]I
EDQN DQG WKH %1< OHOORQ JURXS DV D ZKROH DUH FRPPLWWHG WR PD|
VWUDWHJILF SRVLWLRQ DVVXPHV OHVV ULVN WKDQ PDQ\ ILQDQFLDO VHUYL

:KLOVW %1< OHOORQ DVVXPHV OHVV EDODQFH VKHHW ULVN WKDQ PRVW Il
VLIQLILFDQW DPRXQW RI RSHUDWLRQDO ULVN DV D UHVXOW RI LWV EXVL
GHYHORSHG DQ HQWHUSULVH ULVN PDQDJHPHQW SURJUDPPH WKDW LV GHYV

a ULVN OLPLWYV DUH LQ SODFH WR JRYHUQ LWV ULVN WDNLQJ DFWLYLWL
a ULVN DSSHWLWH SULQFLSOHY DUH LQFRUSRUDWHG LQWR LWV VWUDWI
a PRQLWRULQJ DQG UHSRUWLQJ RI NH\ ULVN PHWULFV WR VHQLRU PDQD
a

WKHUH LV D FDSLWDO SODQQLQJ SURFHVV ZKLFK LQFRUSRUDWHYV EI
WHVWLQJ SURJUDPPH
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"~ 5LVN VWDWHPHQW

,Q DFFRUGDQFH ZLWK WKH &RPPLWWHH IRU 6\WWHPLF 5LVNV DQG 6\VWH
FLUFXODU 1% % FLUFXODU WR 6,),V 2FWREHU WKH (XURSHDQ EDQN K
,PSRUWDQW )LQDQFLDO ,QVWLWXWLRQ 6,), LQ %HOJLXP PDNLQJ LW D KL
VLIQLILFDQW VWDWXYV

7KH (XURSHDQ EDQN KDV DGRSWHG D FRQVHUYDWLYH FDSLWDO ULVN DS¢
EDODQFH VKHHW WKURXJKRXW DOO PDUNHW F\FOHV ZLWK VWURQJ OLTXL(
IXQGLQJ VRXUFHVY DW FRPSHWLWLYH UDWHY DQG D VWURQJ FDSLWDO VWU
VWDNHKROGHUVx H[SHFWDWLRQV $Q\ FKDQJHV WR WKH ULVN SURILOH DU
ULVNV PLWLIJDWHG WKURXJK WKH LQWHUQDO JRYHUQDQFH FRQWUROV DQG

7KH (XURSHDQ EDQN LV PDLQO\ H[SRVHG WR FUHGLW PDUNHW DQG RSHUI
FXVWRGLDQ VHUYLFHV DV ZHOO DV LWV LQYHVWPHQW SRUWIROLR 7KHV]I
IUDPHZRUN FRQVLVWHQW ZLWK WKH %1< OHOORQ *URXS IUDPHZRUN WKUR
IXQFWLRQ RUJDQL]DWLRQ DQG JRYHUQDQFH $Q\ FDSLWDO UHTXLUHPHQMW
WKURXJK PRGHOLQJ VWUHVV WHVWLQJ DQG VHQVLWLYLW\ DQDO\VLV RU W]

7KH (XURSHDQ EDQN PRQLWRUV LWV FDSLWDO DGHTXDF\ LQ DFFRUGDQFH :
ZHOO DV 3LOODU (FRQRPLF &DSLWDO UHTXLUHPHQWYV %RWK FRQFHSWYV

3LOODU FDSLWDO UHTXLUHPHQW LV FDOFXODWHG DFFRUGLQJ WR WKH
RSHUDWLRQDO ULVNV DQG IRU FUHGLW YDOXH DGMXVWPHQW 7KH VWDQGD
EDODQFH VKHHW DQG SURILW DQG ORVV FRPSRQHQWYV 3LOODU FDSLWDC
SDUWLFXODU WKH &(7 7LHU DQG 7TRWDO &DSLWDO DQG PRQLWRUHG GD
6XSHUYLVRU\ 5HYLHZ DQG (YDOXDWLRQ 3URFHVV 65(3 DQG ULVN DSSHW
VXIILFLHQW FDSLWDO WR FRYHU &DSLWDO UHTXLUHPHQWY DQG DOO QHFH
SHUFHQW EXIIHU RQ WRS RI WKH UHIJXODWRU\ UHTXLUHPHQWYV

7KH (FRQRPLF &DSLWDO XVHV WKH (XURSHDQ EDQN V PHWKRGRORJLHV PF
IROORZ DQ DSSURYDO SURFHVV LQFOXGLQJ \HDUO\ LQGHSHQGHQW YDOLC
*URXS 050* 7TKHVH PHWKRGRORJLHY DUH SUHVHQWHG WR DQG DSSURYH
THVWLQJ &RPPLWWHH &67& D FRPPLWWHH DVVLVWLQJ WKH ([HFXWLYH
UHODWHG VXEMHFWY 7KH (FRQRPLF &DSLWDO LV FDOFXODWHG IRU DOO F
(FRQRPLF &DSLWDO DQG DGGHG WR WKH DSSOLFDEOH 3LOODU UHJXODWR

ODWHULDOLW\ LV EDVHG RQ ERWK TXDQWLWDWLYH DQG TXDOLWDWLYH FUL
DQG WKH ULVN UHJLVWHU SOD\V D NH\ UROH 7KH ULVN UHJLVWHU LV D PD
HOQWLW\ V ULVN ODQGVFDSH W LV LQVWUXPHQWDO LQ IRUPLQJ WKH ULVN
FRQWH[W RI WKH EURDGHU RUJDQL]DWLRQ $SSOLHG WR WKH (XURSHDQ ED
RQ WKH NH\ ULVNV WR ZKLFK WKH EUDQG LV H[SRVHG 7KH PDWHULDOLW\
EDVHG RQ DQ DVVHVVPHQW RI H[SHFWHG IUHTXHQF\ DQG LPSDFW PDJQLWX
FRQWUROV SHUVSHFWLYH DQG IURP D UHVLGXDO DIWHU FRQWUROV SHU
WKH ,&$$3 RQ WKH RWKHU KDQG LV EDVHG RQ WDLO ORVVHYV

*LYHWKH FDSLWDO DGHTXDF\ UDWLRYVY DQG FDSLWDO VXUSOXV WKH (XURSF
'"HFHPEHU WR IDFH WKH ULVNV RHPWRH HQOWLW\ $W

a WKH 3LOODU FDSLWDO URI® DU RBBIFBQOWH ZEDH/U PLOOLRQ &(7 ZDV
PLOOLRAISWHPEHU PLOOLRQ WKH &(7 UDWAHRSXMHPEHU

a WKH 3LOODU FDSLWDO UHPXIOWHREGW PEBW PLOOLRQ FRPSDU
DYDLODEOH UHVRXUFHV RHFHPERUOOLRQPLOOLRQ FRPSULVHG RI $)5
WKH UDWLR WKH 3LOODU FDSIIFWPBHWDWLR ZOWK D FDSLWDO V>

PLOOLR®FHPEHU PLOOLRQ

, QWHUQDO FDSLWDO DGHTXDF\ LV FDOFXODWHG TXDUWHUO\ DQG DSSURJL
QHHGYVY RQ D PRQWKO\ EDVLY 7KH WKUHH \HDU EDVH FDVH ILQDQFLDO IRUI
UHTXLUHPHQWY 7KH EDVH FDVH ILQDQFLDO IRUHFDVW LQFOXGHV SURMH
HOHPHQWY 7KH HYROXWLRQ RI WKH EDODQFHYVY DQG SURILWDELOLW\ FRF
HYROXWLRQ RI WKH ULVN SURILOH ZHUH XVHG LQ RUGHU WR GHWHUPLQH V
DVVHVVPHQW ZDV SHUIRUPHG LQ EDVHOLQH DQG VWUHVVHG FRQGLWLRQV
EDODQFHVY DQG SURILWDELOLW\ ZHUH GHGXFWHG DQG FRPELQHG ZLWK WE

&RPPLWWHH IRU 6\VWHPLF 5LVNV DQG 6\VWHP UHOHYDQW )LQDQFLDO ,QVWLWXWLRQV 1%%
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7KH (XURSHDQ EDQN V LQWHUQDO FDSLWDO DVVHVVPHQW FRYHUV ULVNYV "'
DFWLYLWLHY 7KH VWUDWHILF LQLWLDWLYHY DUH LQFOXGHG LQ WKH ILQD
VWUHVY WHVWLQJ

7KH (XURSHDQ EDQN FRQGXFWV VWUHVV WHVWV DQG FDSLWDO SODQQ
PDFURHFRQRPLF VFHQDULRY QHZ DFWLYLWLHV RU VWUDWHJILF SODQV W
UHVLOLHQFH RI WKH (XURSHDQ EDQN WR PDFUR DQG PLFUR HFRQRPLF DG
ZHUH DFWLYDWHG WR SURYH WKH UHVLOLHQFH RI WKH (XURSHDQ EDQN WR
LOFOXGLQJ D VWUDWHILF ULVN

7KH (XURSHDQ EDQN V EXVLQHVV PRGHO HQVXUHV WKDW LWV UHYHQXHV D
SHUFHLYHV DQG OHVV RQ WKH QHW LOQWHUHVW LQFRPH DQG WKLV HQVXU!
,Q DGGLWLRQ WKH (XURSHDQ EDQN LV XVXDOO\ SHUFHLYHG DV D VDIH KL
VXFK NHHS WKH EDODQFH VKHHW OLTXLG 7KH VWUDWHJ\ KDV D IDYRUDEO
UHGXFLQJ WKH EDODQFH VKHHW LQFOXGLQJ WKH VHFXULWLHY SRUWIROLR

5LVN REMHFWLYHV

7KH LGHQWLILFDWLRQ PHDVXUHPHQW PRQLWRULQJ DQG PDQDJHPHQW RI
RSHUDWLRQV XQGHUWDNHQ E\ WKH (XURSHDQ EDQN VSHFLILFDOO\

a WKH %RDUG UHFRJQLVHV WKDW LQ GHILQLQJ D ULVN DSSHWLWH LW I
VWDNHKROGHUV ZKLOH DFFRXQWLQJ IRU EXVLQHVYVY VWUDWHJ\ DQG UL

a WKH %YRDUG VHHVY HPEHGGLQJ ULVN DSSHWLWH LQWR WKH EXVLQHVV \

a WKH %RDUG UHFRJQLVHV WKDW LW FDQQRW IXOO\ PLWLJDWH DOO U
PDQDJHPHQW VHOI DVVHVVPHQW WRROV WKDW WDNH LQWR DFFRXQW
PRQLWRU ZKHWKHU RU QRW ULVN FRQWUROV LQ SODFH FRQWLQXH WR

a WKH %RDUG ZLOO VHHN LQSXW IURP LWV RZQ DQG JURXS ZLGH UL
UHDVVHVVPHQW RI DSSHWLWH DQG VRXUFHV RI PDMRU ULVNYV

7TKH %RDUG DGRSWV D SUXGHQW DSSHWLWH WR DOO HOHPHQWY RI ULVN WI

5LVN JRYHUQDQFH

S5LVN RYHUVLIJKW DQG PDQDJHPHQW DUH VWUXFWXUHG WR FRYHU UHJLRQD
IRUPDO JRYHUQDQFH KLHUDUFK\ LV LQ SODFH WR HQVXUH WKDW DOO DUF
WKURXJK WKH UHJLRQDO DQG JOREDO VWUXFWXUH

%RDUG RI 'LUHFWRUYV

7KH %RDUG LV FRPSRVHG RI D PDMRULW\ RI QRQ H[HFXWLYH GLUHFWRUV V
1HZ <RUN OHOORQ VHQLRU PDQDJHPHQW $W OHDVW WZR RI WKH QRQ H[H|
GHILQHG LQ WKH %HOJLDQ %DQNLQJ /DZ $00 PHPEHUV RI WKH ([&R DOVR
RI WKH %HOJLDQ %DQNLQJ /DZ $00 GLUHFWRUV DUH QDWXUDO SHUVRQV

7KH %RDUG PHHWYV IRUPDOO\ RQFH D TXDUWHU RU PRUH IUHTXHQWO\ LI GH
ZKHQHYHU WKH VSHFLILF QHHGY RI WKH EXVLQHVYV UHTXLUH LW

7KH SULPDU\ UHVSRQVLELOLWLHYV RI WKH %RDUG DUH WR GHILQH WKH VW
VXSHUYLVH WKH (XURSHDQ EDQNxV PDQDJHPHQW

7KH PDLQ GXWLHVY DQG UHVSRQVLELOLWLHV RI WKH %RDUG RI WKH (XURSHI

a GHILQLQJ WKH JHQHUDO EXVLQHVYV VWUDWHJI\ REMHFWLYHYV DQG YDC
7KH %DQN RI 1HZ <RUN OHOORQ

a4 SODQ DQG PRQLWRU WKH LPSOHPHQWDWLRQ RI WKH JHQHUDO EXVLQ
(XURSHDQ EDQN

a IL[LQJ WKH (XURSHDQ EDQNxV ULVN WROHUDQFH OHYHO DQG UHJXOD
SROLFLHY UHODWLQJ WR WKH WDNLQJ PDQDJHPHQW IROORZ XS DQG

o
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a VXSHUYLVLQJ WKH PDQDJHPHQW RI WKH (XURSHDQ EDQNxV VLJQLILFI
DUH DOORFDWHG WR LW

a DSSURYLQJ WKH FDSLWDO DGHTXDF\ SRVLWLRQ DQG HQVXULQJ FKDC
LPSDFWYV

DSSURYLQJ WKH UHFRYHU\ SODQ
DSSURYLQJ WKH OLTXLGLW\ UHFRYHU\ SODQ

VXSHUYLVLQJ HIITHFWLYHO\ WKH ([&R DQG WKH GHFLVLRQV WDNHQ E\ W
GUDZLQJ XS DQQXDO DQG LQWHULP UHSRUWY DQG DFFRXQWYV

DVVHVVLQJ UHJXODUO\ DW OHDVW RQFH SHU \HDU WKH HIILFLHQF\
LOQWHUQDO FRQWURO RI WKH (XURSHDQ EDQN DQG LWV FRPSOLDQFH Z

a DVVHVVLQJ WKH SURSHU IXQFWLRQLQJ RI WKH (XURSHDQ EDQNxV LQG
DQG FRPSOLDQFH HQVXULQJ WKH LQWHJULW\ RI WKH DFFRXQWLQJ L
UHJXODUO\ DW OHDVW RQFH SHU \HDU WKH HIILFLHQF\ RI WKH LQWH
ILQDQFLDO UHSRUWLQJ SURFHVYV

a HQVXULQJ WKDW WKH (XURSHDQ EDQNxV LQWHUQDO JRYHUQDQFH
OHPRUDQGXP LV DSSURSULDWH WR LWV EXVLQHVV VL]H DQG RUJDQL

a4 DSSURYLQJ WKH ,QWHUQDO *RYHUQDQFH OHPRUDQGXP DQG HQVXULQ.
VXSHUYLVRU\ DXWKRULW\

a DSSURYLQJ DQG UHYLHZLQJ UHJXODUO\ DW OHDVW RQFH SHU \HDU \
VXSHUYLVLQJ LWV LPSOHPHQWDWLRQ

a VHOHFWLQJ DQG HYDOXDWLQJ WKH PHPEHUV RI WKH ([&R DQG UHYLHZ
DQG GHYHORSPHQW RI RWKHU NH\ PDQDJHUV LQ SDUWLFXODU WKH .
&KLHI ,QWHUQDO $XGLWRU

HQVXULQJ WKH VXFFHVVLRQ SODQQLQJ IRU NH\ PDQDJHUYV
UHYLHZLQJ WKH (XURSHDQ EDQN V SURFHVVHV IRU SURWHFWLQJ WKH
DSSURYLQJ SROLFLHV DQG SURFHGXUHV DV PD\ EH UHTXLUHG E\ ODZ F

UHYLHZLQJ WKH (XURSHDQ EDQN V SURFHVVHV IRU FRPSOLDQFH ZLWK
SROLFLHV LQFOXGLQJ WKH &RGH RI &RQGXFW DQG

a RYHUVHHLQJ WKH SURFHVV RI HHIWHUQDO GLVFORVXUH DQG FRPPXQLFI

o Q@

o

7KH WDEOH RQ WKH IROORZLQJ SDJHV VKRZV WKH PHPEHUNFRIPEKH %RDUG

1DPH RI WKH RWKHU
FRPSDQ\ LQ ZKLFK &DSLWDO
DQ HIWHUQDO ILVWHG FRQQHFWLRQ
)XQFWLRQ DM QFRH.RQ LV /RFDWLRQ@\SH RI FRPSDQ{[WHUQDO ZLWK 6$ 19
%RDUG PHPEHW(XURSHDOQ EBRNJFLVHG FRXQWUWDFWLYLWLHY 1 PDQGDWH WILWOH
1RQ ([HEXWLYH 'LUHFWRUV
" QGHSHQGH
&KDLU R1 W }gLZF\I’_Vﬁ'Q*E\’GRS)RS%JBJLXPEBSSDSETHQW 1 $GPLQLVWUDWRU
%RDUG
AT YDA (QYLURQPHQW, DO &KDLUPDQ RI
&KDLU R1 W
1TRPLODWLRG DIPFW 6% %HOJLXP RovxowbQF\t WKH %RDUG 1
20LYLHU /HIHERYHUQDQFH
&RPPLWWHH* IXUGR 0DQDJIHR SHDO (VWDWH GHSHQGHQW,
,QGHSHQGHOWs §5/ QPIRTHRER x w00 1 SonrwRy oM
OHPEHU RI WKH 0DQDJHPHQW
$XGLW DQG 6XSSRUW WR
5HPXQHUDWBRQPD 3URMHPBAM BB5XP VWDUWHUV LQL ‘LUHFWRU 1
&RPPLWWHHYV 3HUPDFXOWXUH
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1DPH KH
FRPSDQ\ LQ ZKLFK &DSLWDO
DQ H[WHUQDO ILVWHG FRQQHFWLRQ
)XQFWLRQ DMKQIFKMLRQ LV /RFDWLR@\SH RI FRPSDQ{[WHUQDO ZLWK 6% 19
%RDUG PHPEHWXURSHDQ EBRNJFLVHG FRXQWU\DFWLYLWLHY 1 PDQGDWH WILIWOH
&KLHI )LQDQFLDO
211ILFHU . SHQGHQW
S YW & KLHHOHQ 3ULYDWAHBDION &UHGLW ,QvwiwxwRFHSHRS 1
(ULF 3XOLQ[ ([HFXWLYH 2IILFHU
DQG OHPEHU RI
WKH ([HFXWLYH LQDQFLDO GHSHQGHQW,
&RPPLWWHH)LQD] %HOJLXPZ_RQOGQLQJ 1 LQUHFWF\?U Q 1
+HDG RI
2SHUDWLRQV DQG
0DUQL[ =ZDUWEHPEHU RI WKH
(IHFXWLYH
&RPPLWWHH

/HRQLTXH YDQ +RXZHOLQJHQ UHVLJQHG DV ([HFXWLYH 'LUHFWRU DQG &KL
7KH WUDQVLWLRQ RI /HRQLTXH YDQ +RXZHOLQJHQ WR 1RQ ([HFXWLYF
%RDUG DQG VKDUHKROGHUV RI WKH (XURSHDQ EDQN LQ -XO\ 7KLV WUD
7KLY GLUHFWRU zZDV WKHUHIRUH QRW LQFOXGHG LQ WKH WDEOH $V
([HFXWLYH 'LUHFWRU DQG &KLHI ([HFXWLYH 2IILFHU WKLV ZDV DSSURYHG E

$ GLUHFWRU KDV GHFODUHG SHUVRQDO FRQIOLFWY RI LQWHUHVW WKDW JI
&RPSDQLHV DQG $VVRFLDWLRQV &RGH

7KH (XURSHDQ EDQN LV FRPPLWWHG WR GLYHUVLW\ DQG LQFOXVLRQ 7KLYV
EDQNxV FXOWXUH DQG WR HDFK GLUHFWRU DV LQGLYLGXDOV LW LV DOVR
DQG JURZ LWV EXVLQHVV 7KH (XURSHDQ EDQN UHFRJQLVHV WKH EHQHILWY
H[SHULHQFH DQG YLHZSRLQWY RQ WKH %RDUG IRU WKH GLIITHUHQW SHUVSHFH
DSSRLQWPHQWY DUH EDVHG RQ DQ LQGLYLGXDOxV VNLOO DELOLW\ H[SH
UHODWHG UHTXLUHPHQWY 7KH 7HUPV DQG 5HIHUHQFH RI WKH %RDUG VWL
UHSUHVHQWHG RQ WKH %RDUG 7KLV WDUJHW KDV EHHQ DFKLHYHG E\ WKH

7KH 1RPLQDWLRQ DQG *RYHUQDQFH &RPPLWWHH WKH 1RP&R LV UHVSR(
FRPSRVLWLRQ RI WKH %RDUG LQFOXGLQJ LWV VNLOOV NQRZOHGJH H[SHI
WR WKH %RDUG ZLWK UHVSHFW WR DQ\ %RDUG PHPEHU V DSSRLQWPHQW
DSSRLQWPHQW WKH 1RP&R FRQVLGHUV FDQGLGDWHYV RQ PHULW DQG DJDL
EHQHILWY RI GLYHUVLW\ RQ WKH %RDUG LQFOXGLQJ JHQGHU

/HIDO (QWLW\ 5LVN ODQDJHPHQW

7KH ([&R KDV EHHQ HVWDEOLVKHG E\ WKH %RDUG LQ DFFRUGDQFH ZLWK $U
WKH %HOJLDQ &RPSDQLHV &RGH DQG KDV EHHQ HQWUXVWHG ZLWK WKH Jt
WKH H[FHSWLRQ RI L WKH GHWHUPLQDWLRQ RI WKH VWUDWHJ\ DQG JHQH
UHVHUYHG WR WKH %RDUG E\ ODZ RU WKH DUWLFOHY RI DVVRFLDWLRQ 7t
UHSRUWY WR WKH %RDUG

7KH ([&R LV UHVSRQVLEOH IRU UXQQLQJ WKH JHQHUDO PDQDJHPHQW RI W
JHQHUDO SROLF\ DV GHILQHG E\ WKH %RDUG DQG IRU HQVXULQJ WKDW WK
SHUIRUPDQFH RI EXVLQHVV DFWLYLWLHV ZLWK LQWHJULW\ HIILFLHQF\ DQG

7KH ([&R UHYLHZV FRUSRUDWH LQLWLDWLYHV LQFOXGLQJ VWUDWHILF L
LQLWLDWLYHY SROLF\ FKDQJHV FRQWUROV DQG RUJDQLVDWLRQDO GHYHC
RI %XVLQHVYVY FRQGXFWHG E\ RU LPSDFWLQJ WKH (XURSHDQ EDQN LWV EUD

$V GHVFULEHG LQ GHWDLO LQ WKH ([&R 7THUPV RI 5HIHUHQFH WKH UHVSRQ
PDQDJHPHQW RI WKH (XURSHDQ EDQN PDLQO\ UHODWH WR FRUSRUDWH U
VWUHVV WHVWLQJ DQG ,&%$$%$3

7KH ([&R UHSRUWYV LWV DFWLYLWLHYVY DGYLVHV DQG PDNHV UHFRPPHQGDW
([&«R DVVHVVHYV WKH HIILFLHQF\ RI WKH (XURSHDQ EDQNxV LQWHUQDO RUJI
PHDVXUHVY WDNHQ WR UHPHGLDWH WR DQ\ LGHQWLILHG GHILFLHQFLHYV DQ
HIWHUQDO DXGLWRU
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7KH ([&R KDV HVWDEOLVKHG WKH IROORZLQJ FRPPLWWHHY WR DVVLVW LW I
a 7KH 5LVN ODQDJHPHQW &RPPLWWHH 50&

7KH %1<0 $VVHW DQG /LDELOLW\ &RPPLWWHH O$/&2x

7KH THFKQRORJ\ 5LVN &RPPLWWHH 75&

7KH &DSLWDO DQG 6WUHVV 7THVW &RPPLWWHH &67& DQG

a
a
a
a 7KH &UHGLW 5LVN 2YHUVLJKW &RPPLWWHH &52&

7KH ([&R KDV HVWDEOLVKHG WKH IROORZLQJ FRPPLWWHHY WR DVVLVW LQ \
S5LVN ODQDJHPHQW &RPPLWWHH 50&

7KH NH\ SXUSRVH RI WKH (XURSHDQ EDQN V 5LVN ODQDJHPHQW &RPPLW
PDQDJHPHQW SURFHVV IRU WKH XQGHUO\LQJ EXVLQHVVHV VXEVLGLDU\ DG
PRQLWRUHG DQG UHSRUWHG DQG WR HQVXUH WKDW DSSURSULDWH DFWLR:
ULVNV 7KH 50& DOVR SOD\V D FHQWUDO UROH LQ HQVXULQJ WKDW PDWHE
(XURSHDQ EDQN LV LGHQWLILHG LQ D WLPHO\ PDQQHU DQG PDQDJHG LQ DQ

7KH DLP RI WKH 50& LV WR HVWDEOLVK DQG PDLQWDLQ D FDSDEOH DQG HI
ZHOO SODFHG WR LGHQWLI\ DQG PDQDJH HPHUJLQJ ULVNV IRU WKH OHJDC
50& SURYLGHYV ULVN EDVHG FKDOOHQJH WR WKH %XVLQHVV ILUVW OLQH R
DGYLVHV WKH ([&R DV VHFRQG OLQH RI GHIHQVH RQ ULVN PDWWHUV 7KH
DQG FRPSOLDQFH DFWLYLWLHYVY XQGHUWDNHQ E\ WKH (XURSHDQ EDQN LW
DUH H[HFXWHG LQ DFFRUGDQFH ZLWK LQWHUQDO SROLFLHVY DQG DOO UHOH

$VVHW DQG /LDELOLW\ &RPPLWWHH $/&2

7KH (XURSHDQ EDQN V $/&2 LV UHVSRQVLEOH IRU RYHUVHHLQJ WKH DVVH
EDODQFH VKHHW RI WKH (XURSHDQ EDQN DQG LWV EUDQFKHY DQG VXEVLGL
LOQWHUHVW UDWH ULVN DQG FDSLWDO UHODWHG UHJXODWRU\ UHTXLUHPHQ'

THFKQRORJ\ 5LVN &RPPLWWHH 75&

7KH NH\ SXUSRVH Rl WKH 75& LV WR SURYLGH RYHUVLJKW RI WKH WHFKQR(
RIILFH DQG LWV EUDQFKHV WR HQVXUH WKDW WHFKQRORJ\ ULVNV DUH LG
DSSURSULDWH DFWLRQV DQG DFWLYLWLHYV DUH LQ SODFH WR PDQDJH WKH
UROH LQ HQVXULQJ WKDW DQ\ PDWHULDO FKDQJH WKDW KDV WKH SRWHQW
PDQQHU DQG PDQDJHG LQ DQ DSSURSULDWH IDVKLRQ

7KH DLP RI WKH &RPPLWWHH LV WR HVWDEOLVK DQG PDLQWDLQ D FDSDEOH

7THFKQRORJ\ ULVN RUJDQLVDWLRQ WKDW LV ZHOO SODFHG WR LGHQWLI\ C
LOQFOXGLQJ LWV EUDQFKHYV 7KH &RPPLWWHH SURYLGHV ULVN EDVHG FKD
HVWDEOLVKHY DQG PDLQWDLQV D ULVN FXOWXUH DQG DGYLVHV DQG HVFD

7KH &RPPLWWHH LV UHVSRQVLEOH IRU HQVXULQJ WKDW WHFKQRORJ\ UHOD
(XURSHDQ EDQN V ([&R LQFOXGLQJ LWV EUDQFKHY DQG VHUYLFH SURYLGHL
SROLFLHY DQG UHIJXODWLRQV

&DSLWDO DQG 6WUHVYV 7THVWLQJ &RPPLWWHH &67&

7KH SXUSRVH RI WKH &67& LV WR HQVXUH DGHTXDWH JRYHUQDQFH DQG
SURFHVVHVY DQG GRFXPHQWDWLRQ SHUWDLQLQJ WR WKH (XURSHDQ EDQ!
DGHTXDF\ DQG DOORFDWLRQ WKH ULVN HFRQRPLF FDSLWDO PRGHO PHWI
DFFRUGDQFH ZKHUH DSSOLFDEOH ZLWK WKH ,&%$%$3 JRYHUQDQFH WKH (
IUDPHZRUN ZKLOVW WDNLQJ LOWR FRQVLGHUDWLRQ WKH *URXSxV RYHU DU

7KH &67& LV DQ HPSRZHUHG GHFLVLRQ PDNLQJ ERG\ XQGHU DXWKRULW\ G
VXEMHFW WR FRUSRUDWH SROLF\ OHJLVODWLRQ DQG H[WHUQDO UHJXODW|

&UHGLW 5LVN 2YHUVLIKW &RPPLWWHH &52&

7KH NH\ SXUSRVH RI WKH &52& LV WR RYHUVHH DOO IRUPV RI FUHGLW UL\
ZLWK WKH (XURSHDQ EDQN V EDQNLQJ EXVLQHVY DQG WR HQVXUH FRPSOL
7KH DFWLYLWLHV Rl WKH &52& DUH UHSRUWHG WR WKH ([&R DV ZHOO DV WHF
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%XVLQHVYV $FFHSWDQFH &RPPLWWHH %$&

7KH %$& LV UHVSRQVLEOH IRU WKH DFFHSWDQFH RYHUVLJKW DQG JXLGDQ
HDFK RI WKH IROORZLQJ EXVLQHVV OLQHV IRU DOO %1< OHOORQ OHJDO HQ
, QYHVWPHQW 6WUDWHJLHYVY &RUSRUDWH 7UXVW 'HSRVLWDU\ 5HFHLSW O0DU

7KH (XURSHDQ EDQN UHSUHVHQWDWLYHY VHOHFWHG E\ WKH ([&R IRU WK}
EDQN V GHDOV KDYH WR EH DSSURYHG

&RXQFLOV DVVLVWLQJ WKH ([&R

,Q DGGLWLRQ WR WKH DERYH FRPPLWWHHY WKH ([&R KDV PDQGDWHG WK
WKH SXUSRVH WR SURYLGH OHDGHUVKLS IRU %1< OHOORQ HPSOR\HHV LQ ¢
EXVLQHVYV DIILOLDWLRQ 7KH %(0&R LV UHVSRQVLEOH IRU RYHUVHHLQJ 1
ERGLHYVY DV ZHOO DV HQVXULQJ HPSOR\HH HQJDJHPHQW ZLWKLQ WKH %UXV
,W VKDOO bOVR GHFLGH RU HVFDODWH PDWWHUYV GLVFXVVHG ZLWK WKH HP

%UDQFK DQG 6XEVLGLDU\ ODQDJHPHQW

,Q HDFK EUDQFK D %UDQFK ODQDJHU DQG D 'HSXW\ %YUDQFK ODQDJHU KD
UXQQLQJ RI WKH EUDQFKxV DFWLYLWLHV XQGHU WKH VXSHUYLVLRQ RI WK|
PDQDJHU ZKR SHUIRUPVY DQ RYHUVLIJKW UROH LQ UHVSHFW RI WKDW EUDQ
UHJXODWRUV ,Q RUGHU WR VWUHQJWKHQ WKH PDQDIJHPHQW VWUXFWXU
&RPPLWWHH ZLWK KHDGV RI GLIITHUHQW IXQFWLRQDO XQLWV RI WKH EUDQF
EDVLY 7KH PDQDJHPHQW RI WKH (XURSHDQ EDQN V IRUHLJQ EUDQFKHV
%UDQFKHY UHJXODUO\ UHSRUW RQ WKHLU DFWLYLWLHY DQG SURYLGH WKH
LV DUH UHVSRQVLEOH IRU WKH EUDQFKHYV

%XVLQHVY 8QLW 5LVN ODQDJHPHQW

7KH RYHUVLJKW RI ULVN PDQDJHPHQW ZLWKLQ EXVLQHVV XQLWYVY DW D UH.
FRPPLWWHHY QDPHO\

(0($ $VVHW 6HUYLFLQJ %XVLQHVV $FFHEISMWKQEW GRPERYWHEHOH IRU FKDQQ|
EXVLQHVV LQWR OLQHV RI EXVLQHVV DQG VXEVHTXHQWO\ OHJDO HQWLWL
FOLHQWV SULRU WR FRPPHQFLQJ D UHODWLRQVKLS ZLWK WKHP DQG DSS
FOLHQWV 5LVN LV DVVHVVHG DQG UHYLHZHG DV SDUW RI WKH DSSURYDO S

(0(% $VVHW 6HUYLFLQJ %XVLQHVYKIAKN LVYRPRVYGRMHMALEOH IRU HQVXULQJ WKI
$VVHW 6HUYLFLQJ LV ZHOO XQGHUVWRRG DQG HIIHFWLYHO\ PDQDJHG 7KL\
DQG HPHUJLQJ NH\ ULVN DQG FRQWURO LVVXHVY DQG UHODWHG LQLWLDWLY
RI %1< OHOORQ $VVHW 6HUYLFLQJ DQG RWKHU UHJLRQDO FRPPLWWHHV D
PDWHULDOO\ PRGLILHG SURGXFWYV UHYLHZ RI SRWHQWLDO RIl ERDUGLQJ R
VLIQLILFDQW UHJXODWRU\ UHTXLUHPHQWYV

ODUNHWYV $3%$& (0($ %XVLQHVV $FFHSW®DRFHGKBRPFRYWHWIOHQFH RYHU QHZ D
EXVLQHVV UHODWLRQVKLSV IRU ODUNHWY 7KH FRPPLWWHH LV IRFXVHC
UHODWLRQVKLSYV

%URNHU '"HDOHU 6HUYLFHV *OREDO %XVLQHVV $FFHSWDQEW GRVHR QYWHEHD |
SHUIRUPLQJ GXH GLOLJHQFH ZKHQ DFFHSWLQJ RQ ERDUGLQJ PRQLWRU
EXVLQHVV %'6 *OREDO %$& PHPEHUV ZLOO UHYLHZ DQG DSSURYH QHZ DQ
(XURSHDQ EDQN V ([&R KDV GHOHJDWHG DXWKRULW)\ IRU EXVLQHVV DFFH.
$FFHSWDQFH &RPPLWWHH %$& 'HOHJDWHVU PHPEHUV RI WKH WKH (XUF
7KH (XURSHDQ EDQN V %$& GHOHJDWH PXVW DSSURYH HDFK FOLHQW DFFHS
ZKLFK LV WR EH ERRNHG WR WKH (XURSHDQ EDQN $ &RPSOLDQFH UHSUHV
%'6 *OREDO %$& PHHWLQJV DQG ZLOO EH DFFRXQWDEOH WR WKH (XURSHDC
(XURSHDQ EDQN V EXVLQHVYV RSSRUWXQLW\ DFFHSWDQFHV

%URNHU '"HDOHU 6HUYLFHV %XVLQHVV 5LPHRERWRPRLWWOUHH WKHBR&QW RI UH
IRU DOO QHZ RU PDWHULDOO\ PRGLILHG SURGXFWV RU SURFHVV FKDQJHV
DSSURYDO RI DOO SRWHQWLDO RII ERDUGLQJ RI SURGXFWY DQG VHUYLFF
LQLWLDWLYH LQFOXGLQJ WRXFK SRLQWV WR WKH (XURSHDQ EDQN 7KH %'
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SRWHQWLDO RU DFWXDO FRQIOLFWV RI LQWHUHVW RU VHQVLWLYH EXVL
HVSHFLDOO\ ZLWK LPSDFW WR FOLHQWY DQG RU WR OHJDO DQG UHJXODW|
ILQDQFLDO ORVVHV XQVXEVWDQWLDWHG JDLQV DQG SRWHQWLDO UHSXMW
HQKDQFH WUDQVSDUHQF\ RI WKH NH\ ULVN DQG FRQWURO LVVXHV IDFLQJ \
DQG GLVFXVVLRQ RI WKHVH LVVXHV ,PSDFW WR WKH (XURSHDQ EDQN ZLO
DQG DSSURYDO DV DSSURSULDWH

5LVN PDQDJHPHQW IUDPHZRUN

$V D JOREDO DQG V\WWHPLFDOO\ LPSRUWDQW ILQDQFLDO LQVWLWXWLRQ
VWDQGDUG RI ULVN PDQDJHPHQW (IIHFWLYH PDQDJHPHQW Rl ULVN LV DW \

JURP WKH SHUVSHFWLYH RI WKH (XURSHDQ EDQN DV ZLWK RWKHU UHJXOD\
D UREXVW ULVN FXOWXUH DUH DFKLHYHG WKURXJK FORVH DQG FRQWLQXI
FRPSOLDQFH WHDPV DQG LQWHUQDO DXGLW 7DNHQ WRJIJHWKHU WKHVH F
DVVHVV PDQDJH DQG UHSRUW WKH ULVNV WKDW DUH LQKHUHQW WR RSHUL

7KH (XURSHDQ EDQN V 5LVN ODQDJHPHQW )JUDPHZRUN LV RUJDQL]JHG DUR
(XURSHDQ EDQN KDV LQ DFFRUGDQFH ZLWK WKH %DQNLQJ $FW UHTXLUHI
FRQWURO IXQFWLRQV LQWHUQDO DXGLW FRPSOLDQFH DQG ULVN PDQDJHP

7KH ([&R LV UHVSRQVLEOH IRU WKH LPSOHPHQWDWLRQ Rl WKHVH LQGHSHC
1%% WKH VWDWXWRU\ DXGLWRU DQG WKH %RDUG RQ WKH FRPSOLDQFH ZL
WKLV UHVSHFW 7KHVH IXQFWLRQV DUH FRQVLGHUHG DV LQGHSHQGHQW
EXVLQHVV IXQFWLRQV

7KH KHDGV Rl WKH LQGHSHQGHQW FRQWURO IXQFWLRQV PXVW EH ILW DQG
WKH 1% %

7KH (XURSHDQ EDQN KDV DGRSWHG D OWKUHH OLQHV RI GHIHQVHx PRGHO
JLUVW /LQH RI '"HIHQVH /2' FRQVLVWV RI PDQDJHUV DQG HPSOR\HHV DW
SDUWQHU OHYHO 7KH\ RZQ WKH ULVN DVVRFLDWHG ZLWK WKH EXVLQHVV C
FRQWURO SURFHVVHV DQG SURFHGXUHV RQ DQ RSHUDWLRQDO EDVLV 7KH
WKH 6HFRQG /LQH RI '"HIHQVH /2 DQG RZQ WKH HQWHUSULVH ZLGH U
LQGHSHQGHQW RYHUVLJKW RI WKH /2' 7KLV DOVR LQFOXGHV &RUSRUD
ODQDJHPHQW DQG $QDO\VLV ZLWKLQ ILQDQFH 7KH 7KLUG /LQH RI 'HIF
LQGHSHQGHQWO\ SURYLGHV WKH %RDUG DQG VHQLRU PDQDJHPHQW ZLWK V
PDQDJHPHQW DQG LQWHUQDO FRQWUROV LQ SODFH DUH HIIHFWLYH
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)LIXUH ODQDJLQJ 7KUHH /LQHV RI '"HIHQVH

%1< OHOORQ 5LVN DQG &RPSOLDQFH SROLFLHV DQG JXLGHOLQHY SURYLGH
FRQWUROV ULVN LGHQWLILFDWLRQ PRQLWRULQJ UHSRUWLQJ DQG HVFDC
HJ FUHGLW OLTXLGLW\ RU YLD OLQH RI EXVLQHVV ULVN WHDPV H J RSEt

+LJK OHYHO DVVHVVPHQW

7KH +LJK OHYHO $VVHVVPHQW LV D PDQDJHPHQW WRRO WKDW SURYLGHV D
LOQVWUXPHQWDO LQ IRUPLQJ WKH ULVN VWUDWHJ\ RI WKH HQWLW\ DQG C
RUJDQLVDWLRQ $SSOLHG WR WKH (XURSHDQ EDQN WKH +LJK OHYHO $VVH
ULVNV WR ZKLFK WKH (XURSHDQ EDQN LV H[SRVHG 7KH +LJK OHYHO $VVHV
/HIDO (QWLW\ +/$ 3ROLF\ VKRXOG EH UHDG LQ FROQMXQFWLRQ ZLWK DQ
,&$%$3 DQG ,/$$3 ,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV

DVVHVVPHQWY 5&6%$V DQG RWKHU 5LVN 0, LQFOXGLQJ WKH VSHFLILF %1+

7KH +LJK OHYHO $VVHVVPHQW LV FRRUGLQDWHG E\ WKH EXVLQHVV .H\ UH:
(QWLWLHYV ZLOO EH FRQVXOWHG DV SDUW RI WKH DVVHVVPHQW SURFHVYV
2IILFHUV Rl HDFK /LQH RI %XVLQHVYV /2% 652V DQG 5LVN IXQFWLRQ K
$VVHVVPHQW ZKLFK LV DSSURYHG E\ WKH ([&R LV D OLYLQJ GRFXPHQW DQ

< o
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5LVN DSSHWLWH

%1< OHOORQ GHILQHV 5LVN $SSHWLWH DV UWKH OHYHO RI ULVN LW LV QRU
RXU PDMRU VWDNHKROGHUV LQFOXGLQJ RXU FOLHQWYV VKDUHKROGHUV
6WDWHPHQW 5%6 GHILQHY PHWULFV DQG FRQWUROV WR PHDVXUH DQG |
PHWULFV HVWDEOLVK ULVN WKUHVKROGY WKURXJK TXDOLWDWLYH DQG TX
WDNLQJ DFWLYLWLHYV

7KH 5LVN $SSHWLWH RI WKH (XURSHDQ EDQN FRQVWLWXWHV WKH ULVN
EUDQFKHY DQG VXEVLGLDU\ PXVW RSHUDWH

7KH %RDUG RZQV DQG GHILQHV WKH 5%$6 LV UHVSRQVLEOH IRU DQQXDOO\ |
5LVN $SSHWLWH OHWULFV 5HSRUW LV DFWLYHO\ PRQLWRUHG DQG PDQDJH(
VHW RI GHOHJDWHG FRQWUROV WR HQVXUH WKDW WKH SHUIRUPDQFH RI E.
7KH 5LVN $SSHWLWH LV UHYLHZHG LI WKH ULVN SURILOH FKDQJHV RU DW C

7KH %RDUG DGRSWV D SUXGHQW DSSHWLWH WR DOO HOHPHQWYV RI ULVN W
DQG FRQWUROOHG LQ D PDQQHU FRQVLVWHQW ZLWK WKH %RDUGxV VWDWF
PHDVXUHPHQWY 7KH %RDUG KDV VRXJKW WR HVWDEOLVK D FOHDU VHW RI
DSSHWLWH WKURXJK D VHULHV Rl VWDWHPHQWY DQG PHWULFV

5LVN DVVHVVPHQW PHWKRGRORJ\ DQG UHSRUWLQJ V\VWHPV

S5LVN LGHQWLILFDWLRQ DQG PRQLWRULQJ RFFXUV LQ WKH EXVLQHVV RSHL
6HYHUDO SURFHVVHY DUH LQ SODFH LQ RUGHU WR HQVXUH WKDW ULVNYV
ORQLWRULQJ DQG FRQWUROOLQJ ULVN LV SULPDULO\ SHUIRUPHG EDVHG R
OLPLWYVY UHIOHFW WKH EXVLQHVYV VWUDWHI\ DQG PDUNHW HQYLURQPHQW F
WKH (XURSHDQ EDQN LV ZLOOLQJ WR DFFHSW ,Q DGGLWLRQ WKH (XURSt
RYHUDOO ULVN EHDULQJ FDSDFLW\ LQ UHODWLRQ WR WKH DJJUHJDWH ULVN

,QIRUPDWLRQ FRPSLOHG IURP DOO EXVLQHVY DUHDV LV H[DPLQHG DQG SU
ULVNV RQ D WLPHO\ EDVLYV 7KLV LQIRUPDWLRQ LV SUHVHQWHG DQG H[SODI

S5LVN LGHQWLILFDWLRQ DQG UHSRUWLQJ LV PDGH XVLQJ D VHULHV RI W]
DVVHVVHG DQG UHSRUWHG E\ ULVN H[SHUWV WR WKH 50&

7KH (XURSHDQ EDQN EHQHILWYV IURP PXOWLSOH GDWD JDWKHULQJ ULVN
EDQN JHQHUDOO\ GRHV QRW EXLOG LWV RZQ ULVN LQIUDVWUXFWXUH GDW
WRROV XVHG E\ WKH ULVN H[SHUWV DUH FRUSRUDWH WRROV RI ZKLFK WK}
VHUYLFH OHYHO DJUHHPHQWYV

,QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3URFHVV ,&$$3 DQG ,QWH
3URFHVV ,/$$3

7KH (XURSHDQ EDQN PRQLWRUV LWV FDSLWDO DGHTXDF\ LQ DFFRUGDQFH Z
3LOODU (FRQRPLF &DSLWDO UHTXLUHPHQWYV

3LOODU FDSLWDO UHTXLUHPHQW LV FDOFXODWHG DFFRUGLQJ WR WKH ¢
RSHUDWLRQDO ULVNV DQG IRU FUHGLW YDOXH DGMXVWPHQW 7KH VWDQG
WKH EDODQFH VKHHW DQG SURILW DQG ORVV FRPSRQHQWYVY 3LOODU FI
DVVHVVPHQW RI WKH FRPSRQHQWYV RI WKH EDODQFH VKHHW DQG RI WKH E
EHLQJ %1< OHOORQ PHWKRGRORJLHV ZKLFK IROORZ DQ DSSURYDO SURFI
OHOORQxV PRGHO YDOLGDWLRQ WHDP 7KHVH PHWKRGRORJLHYV DUH DSSUI
7THVWLQJ &RPPLWWHH DQG E\ WKH %RDUG DV SDUW RI WKH DQQXDO ,&%$%$3
VWUHVYVY WHVWV LQ RUGHU WR DVVHVV WKH UHVLOLHQFH RI WKH FDSLWDO
DQG PDFUR HFRQRPLF VFHQDULRY QHZ DFWLYLWLHYVY RU VWUDWHJILF SODQ"

7KH ,/$$3 SURFHVV UHIOHFWY D VWURQJ OLTXLGLW\ ULVN PDQDJHPHQW F)
ZLWKLQ WKH ILUP 7KURXJKRXW WKH ,/$$3 SUHSDUDWLRQ F\FOH WKH FRC
SURFHVVY KDYH EHHQ UHYLHZHG DQG FKDOOHQJHG E\ WKH UHOHYDQW VWDN

7KH ,/$$3 LV D OLYLQJ GRFXPHQW XSGDWHG RQ D UHJXODU EDVLV DQG C
OLTXLGLW\ VWUHVV WHVWLQJ SURYLQJ WKH UHVLOLHQFH RI WKH ILUP LQ F
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
1HZ DQG PRGLILHG EXVLQHVVHVY SURGXFWV DVVHVVPHQW SURFHVYV

1HZ RU PRGLILHG SURGXFWV RU EXVLQHVVHYV QHHG WR EH Us$%LHDHGGQ & L
WR WKH %%$& DFFHSWDQFH DQG LQ RUGHU WR HQVXUH IXOO FRPSOLDQFH
PXVW DSSURYH WKH EXVLQHVV RU SURGXFW

7KH SURGXFW JRYHUQDQFH OLIHF\FOH QHZ DQG PRGLI\ RU UHWLUH H[LVWIL
*RYHUQDQFH 2I1ILFH 3UR*R DQG DSSURYHG DW HQWHUSULVH OHYHO E\
3$5& WKURXJK D FRPSUHKHQVLYH 3URGXFW 3URJUDP 'RFXPHQW WKH
LOQYROYHV FRQWURO WUDQVYHUVDO IXQFWLRQV LQ WKH UHYLHZ RI WKH
UHTXLUHPHQW RI 3$5& WKDW DOO OHJDO HQWLW\ DSSURYDOV DUH FRPSOH
OHJDO HQWLW\ DW WKH 3%$5& WKURXJK WKH /HIDO (QWLW\ $SSURYDO *URX:

ODWHULDO EXVLQHVYVY SURFHVV FKDQJHYV DUH UHYLHZHG DQG DSSURYHG E\
6LIQLILFDQW QHZ FOLHQW SURFHVYV
6LIJQLILFDQW QHZ FOLHQWY DUH UHYLHZHG DQG DSSURYHG E\ WKH FRUUHV

7TKH %%$& XVHV D FKHFNOLVW LQ RUGHU WR DVVHVV WKH SRWHQWLDO LPSI
UHTXLUHPHQW ,I WKH LPSDFW LV GHHPHG SRWHQWLDOO\ PDWHULDO WKH
IRU FRQWDFWLQJ 5LVN ODQDJHPHQW LQ RUGHU WR REWDLQ D 3LOODU DV\

5LVN DQG &RQWURO 6HOI $VVHVVPHQW 5&6%

7KH 5&46%$ LV D WRRO XVHG E\ WKH EXVLQHVYVY WR LGHQWLI\ ULVNV DVVRFLD
KLIK UHVLGXDO ULVNV IRUP SDUW RI D UHJXODU ULVN PDQDJHPHQW UHSRU
SURFHVV LV RZQHG E\ WKH OLQH RI EXVLQHVYV LQ FRQMXQFWLRQ ZLWK WKH
WKH NH\ HIFHSWLRQ LWHPVY UHODWLQJ WR WKH (XURSHDQ EDQN RQ DQ RQJ

2SHUDWLRQDO ULVN HYHQWYV

$00 RSHUDWLRQDO ORVVHVY DQG IRUWXLWRXV JDLQV H[FHHGLQJ 86 N DUF
FRPSOHWHQHVY EHLQJ YHULILHG E\ UHFRQFLOLDWLRQ WR WKH *HQHUDO
FDWHJRU\ 2SHUDWLRQDO /RVV (YHQWYVY UHSRUWLQJ IRUPV SDUW RI WKH VW

&UHGLW ULVN PRQLWRULQJ SURFHVV

$00 FRXQWHUSDUWLHY OHDGLQJ WR FUHGLW ULVN H[SRVXUHYVY DUH DVVHV\
WKH %1< OHOORQxV FUHGLW UDWLQJ VI\IVWHP ORQLWRULQJ DQG FRQWURO
HQVXUH WKDW DSSURYHG H[SRVXUH OHYHOV DUH QRW H[FHHGHG RU DUH ¢
RI LQGLYLGXDO FLUFXPVWDQFHY 3RVW HYHQW PRQLWRULQJ LV DOVR FRQ
IXQFWLRQ DV ZHOO DV WKH /DUJH ([SRVXUH IXQFWLRQ ,VVXHV DULVLQJ
&52&

/IDUJH H[SRVXUH SURFHVV

&RPSOLDQFH ZLWK WKH ODUJH H[SRVXUH LQFOXGLQJ 6KDGRZ %DQNLQJ U]l
/IDUJH ([SRVXUH IXQFWLRQ LQ WKH (XURSHDQ EDQN OLWLJDQWY DUH DSSOLlL

ODUNHW ULVN PRQLWRULQJ SURFHVV
7KH ); DQG ); GHULYDWLYH SRVLWLRQV DUH PRQLWRUHG DJDLQVW D OLPLW
,(QWHUHVW UDWH ULVN PRQLWRULQJ SURFHVYV

7KH LQWHUHVW UDWH VHQVLWLYLWLHV '9 DUH PRQLWRUHG DJDLQVW Wk
WKH LQYHVWPHQW JXLGHOLQHYV

/[LTXLGLW\N ULVN PDQDJHPHQW SURFHVV

7KH (XURSHDQ EDQNxV RYHUDOO DSSURDFK WR OLTXLGLW\ PDQDJHPHQW L
LQ DPRXQW DQG GLYHUVLW\ VXFK WKDW FKDQJHV LQ IXQGLQJ UHTXLUHP
PDWHULDO DGYHUVH LPSDFW RQ HDUQLQJY GDLO\ RSHUDWLRQV RU RQ W
FRQWH[W WKH (XURSHDQ EDQN KDV VHW FHUWDLQ SUDFWLFHV PHWULFV
7TKURXJK WKHVH PHDVXUHYV LW VHHNV WR HQVXUH WKDW WKH RYHUDOO OL

7RS ULVN SURFHVYV

7KH 50& PDLQWDLQV WKH OLVW RI WRS ULVNV IRU WKH (XURSHDQ EDQN 7K
ULVNV ZKLFK DUH UHYLHZHG RQ D TXDUWHUO\ EDVLV DQG GLVFXVVHV SUR

o

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
5LVN GDVKERDUG

7KH (XURSHDQ EDQN V 5LVN GDVKERDUG DLPV WR SURYLGH D KLJK OHYH(
HYROXWLRQ RYHU D JLYHQ SHULRG DQG DOVR D KLJK OHYHO YLHZ RYHU
FROQVROLGDWHG OHYHO RI WKH PDLQ ULVN FDWHJRULHV W LV SURGXFHG

.H\ 5LVN ,QGLFDWRUYV

.H\ 5LVN ,QGLFDWRUYV .5,V DUH XVHG E\ EXVLQHVY OLQHV WR HYDOXDWFE
EXVLQHVYV SURFHVV ODWHULDO ULVNV DUH PRQLWRUHG E\ DSSURSULDWH
.5, SURFHVV WR PRQLWRU WKH HIWHQW WR ZKLFK WKH SUREDELOLW\ RI WK
HQVXUH WKDW DSSURSULDWH DFWLRQV DUH EHLQJ WDNHQ .5, UHSRUWLQJ
XVLQJ D UHG DPEHU JUHHQ UDWLQJ V\VWHP

6WUHVV WHVWLQJ

&DSLWDO VWUHVV WHVWLQJ LV XQGHUWDNHQ E\ WKH (XURSHDQ EDQN WHR
UHTXLUHPHQWY WR DVFHUWDLQ ZKHWKHU RU QRW WKHUH DUH VXIILFLHQ)
SURFHVVY LQYROYHV GHYHORSLQJ VWUHVVHG VFHQDULRV WKDW LGHQWLI\
YDU\LQJ QDWXUH VHYHULW\ DQG GXUDWLRQ UHOHYDQW WR WKH (XURSH
(XURSHDQ EDQNxV VWUHVV WHVWLQJ SURJUDPPH DVVHVVHV WKH FDSLWDO
VKRFNV ,W DOVR KHOSVY VHQLRU PDQDJHPHQW XQGHUVWDQG DQG PLWLJDV
7KH VWUHVV WHVWLQJ SURJUDPPH LV RYHUVHHQ E\ WKH &DSLWDO DQG 6V
DSSURSULDWH WR WKH ([&R DQG WKH %RDUG

(VFDODWLRQ RI ULVNV DQG LVVXHV

$ UREXVW IUDPHZRUN H[LVWV IRU PRQLWRULQJ DQG HVFDODWLRQ RI LVV)>
(0($ *RYHUQDQFH *XLGH IRU UHSRUWLQJ DQG HVFDODWLRQ RI PDWHULEL
PDQDJHPHQW LV UHTXLUHG WR QRWLI\ VHQLRU PDQDJHPHQW ZKLFK LQFOX
DIWHU GHWHUPLQDWLRQ 5LVN PDQDJHPHQW LV UHVSRQVLEOH IRU VXSSRU

a LGHQWLI\LQJ DQG GRFXPHQWLQJ DOO PDWHULDO ULVNV DVVHVVLQJ V
WKDW FRQWURO JDSV DUH FORVHG

4 GHYHORSLQJ DQG LPSOHPHQWLQJ VWDQGDUGY DQG SROLFLHV DSSUJ
SULQFLSOHYV DQG JXLGHOLQHV HVWDEOLVKHG E\ 5LVN

a4 HOHYDWLQJ UHSRUWLQJ DQG LQYHVWLJIJDWLQJ RSHUDWLQJ HUURUV C
DQG LPSOHPHQWLQJ FRUUHFWLYH DFWLRQV

4 UHYLHZLQJ NH\ LQGLFDWRUV IRU FRYHUDJH DQG HIIHFWLYHQHVV L
FRQGLWLRQV DQG HQVXULQJ LPSOHPHQWDWLRQ RI FRUUHFWLYH DFWL

a4 DSSURYLQJ WKH SURFHVV WR DFFHSW QHZ EXVLQHVV LQFOXGLQJ O
DFFHSWDQFH DQG FRPSOLDQFH DQG FKDOOHQJLQJ ZKHWKHU WKH
DSSURSULDWHO\ IRU WKH DVVXPSWLRQ RI ULVN

a UHYLHZLQJ WKH LPSDFW RI FKDQJHV LQ EXVLQHVV SURFHVVHV RQ
UHRUJDQLVDWLRQV QHZ SURGXFWV RU SURFHVVHV V\VWHP FRQYHUV

a4 HQVXULQJ WKDW SURFHVVHV ULVNV DQG FRQWUROV DUH FRQWLC
FRPSOHWHQHVV

ODQDJHPHQW LQIRUPDWLRQ LV XVHG WR PRQLWRU WKH SHUIRUPDQFH RI V
LQFOXGLQJ VSHFLILF ULVN H[SRVXUHV HJ FDVK DQG VHFXULWLHV UHFR(
UHVSHFW RI WKH KHDOWK RI WKH RSHUDWLRQDO IXQFWLRQV
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* 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
5HFRYHU\ DQG UHVROXWLRQ SODQQLQJ

7KH (XURSHDQ EDQN XSGDWHV LWV UHFRYHU\ SODQ DQQXDOO\ LQ DFFRUGI
LV GHVLJQHG WR HQVXUH WKDW WKH (XURSHDQ EDQN KDV FUHGLEOH DQG
PD\ DULVH IURP SRWHQWLDO IXWXUH ILQDQFLDO DQG RU RSHUDWLRQDO FU

(YHU\ WZR \HDUV %1< OHOORQ VXEPLWV LWV 7LWOH , 5SHVROXWLRQ 30DQ D
WKH (XURSHDQ EDQN DV D PDWHULDO HQWLW\ RI %1< OHOORQ 7KH 7L
UHJXODWRUV RQ -XO\

7KH (XURSHDQ EDQN LV ZRUNLQJ FROODERUDWLYHO\ ZLWK WKH UHVROX\
UHVROYDELOLW\ SURJUDPPH WR VXSSRUW VXSHUYLVRU\ HITRUWYV LQ HVWDE

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHL



’7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
&OLPDWH DQG HQYLURQPHQWDO UHODWHG GLVFORVXUHV

2XU FOLPDWH DPELWLRQ DQG VWUDWHJ\

$W %1< OHOORQ ZHxUH FRPRPXWWHHE" EBRVIVQN VRXQI MDIREDO UHDFK L QRW MXVW WR SRZHU VXFFHVV WRGD\
'"HOLYHULQJ RQ RXU HQYLI(YHU\V®®
‘H DUH FRPPLWWHG WR WKH GHYHORSPHQW R
ILQDQFLDO VHUYLFHV SURYLGHU ZH UHFRJQLVH WKH LPSRU

IXWXUH 7KLV LV DOVR WUXH RI WKH (XURSHDQ EDQN
HQWHUSULVH ZLGH SUDFWLFHV

IURP FOLPDWH FKDQJH $V SDUW RI D JOREDO

SURJUDPV WKDW KHOS

E’

VWDUWLQJ ZDQYE 3§

XV Ul

HQGHDYRXU WR SURYLGH EHVW LQ FODVV FOLPDWH IULHQGO\ FOLHQW VROXWLRQV WR WKH JOREDO FRPPXC
%1< OHOORQ DQG WKH JOREDO HFRQRP\ DW ODUJH $V VXFK ZH ZLOO FRQWLQXH WR UHFRJQLVH DQG FRQVL(

WDNLQJ

,Q WKLV LWHUDWLRQ RI UHSRUWLQJ
HITRUWY DQG LPSDFW LQ WKH ILJKW DJDLQVW FOLPDWH FKDQJ
GHYHORSPHQWVx FROXPQ

H +RZHYHU ZKHUH HQKDQFHPHQWYV QH

LOQFOXGLQJ WKH GHYHORSPHQW RI QHZ SURGXFWY DQG VHUYLFHV DQG DV ZH VWUDWHJILVH DQG VW
ZH DLP WR LOOXVWUDWH WKH SURJUHVYV ZH KDYH PDGH LQ WKLV VSDFI

HG W

7KH (XURSHDQ EDQN V $FKLHYHPHQWYV

|7KH (XURSHDQ EDQN V 2SSRUWXQLWLHV

'"HYHORSPH

QWYV

*RYHUQDQFH

7KH (XURSHDQ EDQN V %RDUG RYHUVLJKW RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNVY DQG RSSRUWXQLWLHYV

7KH %RDUG UHFRJQLVHVY WKH LPSRUWDQFH RI FOLPDWH DQG HQYLURQPHQWDO UHODW
%RDUG RSHUDWHYVY RQ D PRGHO ZKHUHE\ LW KDV HVWDEOLVKHG DGYLVRU\ FRPPLWWH
1RP&R KDV EHFRPH WKH 1*(6*& ZKLFK RYHUVHHV DQG DVVHVVHV WKH (6* GHYHORSPH
DQG PDNHV UHFRPPHQGDWLRQV WR WKH %RDUG RQ (6* VWUDWHJ\ DV VHW RXW LQ LV
IXOILOOLQJ LWV RYHUVLJKW UHVSRQVLELOLWLHY QRZ LQFOXGHV VSHFLILF FRQVLGHJ
KDYH EHHQ XSGDWHG WR IRUPDOO\ UHIOHFW WKLV ,Q DGGLWLRQ WKH ([&R RI WKH
([HFXWLYH &RPPLWWHH RQ (6* PDWWHUV DV IXUWKHU H[SODLQHG EHORZ

7KH %RDUG PHHWYVY DW OHDVW RQ D TXDUWHUO\ EDVLV DQG UHFHLYHV XSGDWHV IU
FRPPLWWHHYV ZLWK UHVSHFW WR FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV H

%1< OHOORQ *URXS KDV VHW RXW WKH DSSURDFK WR LQFRUSRUDWH FRQVLGHUDWLH
KLIKOLJKW WKH LPSRUWDQFH RI LQFOXGLQJ FRQVLGHUDWLRQ RI FOLPDWH ZLWKLQ K
EHHQ PDGH IRU WKH IROORZLQJ IUDPHZRUNV (QWHUSULVH 5LVN ODQDJHPHQW 2SHUL
5LVN DQG &RQGXFW 5LVN

.5,V KDYH EHHQ GHYHORSHG WR HQDEOH WKH %RDUG DQG FRPPLWWHHYVY WR HQKDQFH
DFFRUGLQJO\ LGHQWLI\ DQ\ DVVRFLDWHG RSSRUWXQLWLHYV DV ZHOO

7KH %RDUG KDV DGRSWHG D FOLPDWH DQG HQYLURQPHQWDO VWUDWHJ\ ZKLFK VHW
FRPPLWPHQW WR DGGUHVYV WKH LPSDFWV IURP FOLPDWH FKDQJH RQ EXVLQHVV RSHUD
$ B3OHDVH UHIHU WR WKH %1<|BHOOKRY GBOWFHSIR GWYFORVHG SHUIRUPDQFH DJDLQVW W

7R GHOLYHU RQ WKLV VWUDWHJ\ WKH %RDUG WKH ([&R DQG (6* &RXQFLO KDYH XQ
VXIILFLHQWO\ DQG DSSURSULDWHO\ WUDLQHG WR KDYH HIIHFWLYH RYHUVLJKW RI FOL

lkwwsy

ZZZ EQ\PHOORQ FRP XV HQ DERXW X\ HI\/J DQG UHVSRQVLEOH LQYHVWPHQW

1$ G FUDLL\PNDWV B Q B QK@ VH W B NBR)QWPW B BAD @ RUH QK D@ B W KLE/R\D
[ lV QWAVR) 1S G X FRIGP VDK MAKHH UNHRVFSFRIDG/ LEXDUWHHVRRRUH MR
O RY LR LPB IFW@LFPCD)\ANI-KPHJI-QK)@WS—I—GDQLE/I]&IQN DAV JRHGIO

YKﬂ“%ﬁbBb5ﬂ'HHHQﬁ§ %h5®%59ﬁf&w31 R RBMMUAVL
BWERQVR \PVVQIBVV'%W\HZLM@R 6d39§ WTQL BWPH
YWRBHAR\E KDV WDEO DQ (6% &R
UWKHU LVH WKH LPD G YLUR(
REUW%@OHHE WWﬁ% %&%PQWM §H@NL§H&9
ITURP WKH %RDU

QW UBERL &' !B HY L iy RIORS Pl
Q RI FOLPDWH DQG HQYLURQPHQWDO ULVN DQG XS
QJRLQJ GHFLVLRQ PDNLQJ 7R WKLV HIIHFW HQKDQF
WLRQDO 5LVN &UHGLW 5LVN /LTXLGLW\ 5LVN ODUN

WKHLU PRQLWRULQJ RI FOLPDWH DQG HQYLURQPHQ

IRUWK WKH GLUHFWLRQ RI WKH (XURSHDQ EDQN LQ
WLRQV ,Q WKLV FRQWH[W WKH VWUDWHJI\ FRYHUV WH
KHVH WDUJHWYV

GHUWDNHQ FOLPDWH ULVN WUDLQLQJ WR HQVXUH W
PDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RS

WPO

RG HK
- FH QHIE

GDWHG
HPHQW
HW 5LV

(VDO UL

UHODYV
UHH N

KDW D
SRUW)
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< 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7DEOH $ .H\ $UHDV LQ WKH (XURSHDQ EDQN V &OLPDWH DQG (QYLURQPHQWDO 6WUDWHJ\

$ *OREDO )RRWSULQW $SSURDEFK
S5HGXFLQJ RXU RZQ FDUERQ IRRWSULQW DQG HQYLURQPHQWDO LPSDFW

34 5SHGXFH FDUERQ IRRWSULQW LQ OLQH ZLWK RSHUDWLRQDO WDUJHWYV DQG SXEOLFO\ GLVFORVHG FRPPLWPHQWYV
ODLQWDLQ FDUERQ QHXWUDOLW\
5HGXFH *+* HPLVVLRQV VFRSH DQG E\ E\ IURP EDVH
"LYHUW RI RIILFH ZDVWH IURP ODQGILOOV E\
=HUR WHFKQRORJ\ ZDVWH WR ODQGILOO WKURXJK
$FKLHYH SDSHU QHXWUDOLW\
"ULYH ZDWHU XVH UHGXFWLRQ LQ EXLOGLQJ RSHUDWLRQYV

*OREDO &OLPDWH DQG (QYLURQPHQWDO 5LVN $SSURDFK
XUWKHU VWUHQJWKHQLQJ RI RXU FOLPDWH DQG HQYLURQPHQWDO ULVN PRQLWRULQJ IUDPHZRUN
OHDVXUH DQG PRQLWRU H[SRVXUHV WR VHFWRUV DQG JHRJUDSKLHV LGHQWLILHG DV SUHVHQWLQJ SRWHQWLDO PRGHUDWH DQG KLJK ULVN RI FC

OHDVXUH DQG PRQLWRU IDLU YDOXH VWUHVV ORVV EDVHG RQ FOLPDWH VFHQDULRV
OHDVXUH DQG PRQLWRU RSHUDWLRQDO ULVN HYHQWY RU FRQWLQJHQF\ DUUDQJHPHQWY LQYRNHG GXH WR QDWXUDO GLVDVWHUV
OHDVXUH DQG PRQLWRU 7KLUG 3DUW\ 9HQGRUV (6* UDWLQJV

*OREDO $SSURDFK WR &0LHQWY DQG 3URGXFWYV
DUWQHULQJ ZLWK RXU FOLHQWY DFURVV RXU OLQHV RI EXVLQHVV ZH DOORZ WKHP WR DQDO\VH DQG XQGHUVWDQG WKH HQYLURQPHQWDO |[LPSDF'

&ROODWHUDO 0DQDJHPHQW O DSSO\ (6* SULQFLSOHV WR VHFXULWLHVY WKDW FOLHQWYVY DUH ZLOOLQJ WR DFFHSW RU SURYLGH DV FROODWHUDO
&RUSRUDWH 7UXVW O ZRUN ZLWK FOLHQWY RQ DGPLQLVWHULQJ QHZ JUHHQ ERQG LVVXDQFHV DQG PDLQWDLQLQJ RXU SRVLWLRQ DV WKH OHDGL
$VVHW 6HUYLFLQJ O SURYLGH UHJXODWRU\ UHSRUWLQJ VROXWLRQV DQG WRROV WR DVVLVW FOLHQWV ZLWK PDQGDWRU\ 6XVWDLQDEOH )LQDQF!

a
a
a
a
a
a
$
)
a
a OHDVXUH DQG PRQLWRU RXU FUHGLW DQG LQYHVWPHQW SRUWIROLRxV :HLIJKWHG $YHUDJH &DUERQ ,QWHQVLW\
a
a
a
$
3
a
a
a
4 ODUNHWV O SURYLGH FOLHQWYVY ZLWK LQYHVWPHQW RSWLRQV YLD RXU /LTXLGLW\ 'LUHFW SODWIRUP WR HQDEOH WKHP WR DOLJQ LQYHVWPHQWYV

ODQDJHPHQWxV UROH LQ DVVHVVLQJ DQG PDQDJLQJ FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHYV

'"HGLFDWHG /2' /2' DQG /2' PDQDJHPHQW DUH LQ SODFH WR SURYLGH VXSSRUW LQ GHY¥ KQOIRSEIQU I RKPDQXRHR SRDQ EBRYN ¥V Q-X0 WHKIHWHR Q ¥ G GHHQNDLWWI IRRQ
VWUDWHJI\ DV ZHOO DV SURYLGH VXSSRUW WR DVVHVV DQG PDQDJH FOLPDWH DQG HP@OXQLAW RGBRQW R QLWLHW KDYGE HE I QG\LIMW.IQLIE R B/FHREU W R QNI LLH
SDUWLFXODU WKH /2' LV VXSSRUWHG E\ D *OREDO (6* &KLHI 5LVN &RPSOLDQFH 2IILFRUKBZ6W&5&20L @RREHY IDAWRRIG\GL EQMW B PURKN W %R X Q@ DD\
WKH GHVLJQ DQG LPSOHPHQWDWLRQ RI WKH (6* ULVN LQFOXGLQJ FOLPDWH DQG HQYLUURQOPHYWE® QQ@WLVN UHTXLUHPHQWY UHODWLQJ WR WKH JOF
/2" PDQDJHPHQW DUH UHVSRQVLEOH IRU WKH HPEHGGLQJ RI WKHVH FOLPDWH DQG HQYLURQPHQWDO ULVN UHTXLUHPHQWY DQG ZRUN LQ| SDUWw
/2" WR DFKLHYH WKLYV

7KH (XURSHDQ EDQN KDV HVWDEOLVKHG DQ (6* &RXQFLO LQ FKDUJH RI DGYLVLQJ WKH ([&R LQ HQVXULQJ FOLPDWH UHODWHG DQG HQYLURQPHQV
IXOO\ LGHQWLILHG XQGHUVWRRG DQG LQFRUSRUDWHG LQWR PDQDJHPHQW GHFLVLRQV DQG VWUDWHJI\ GHILQLWLRQ ,W DGYLVHV WKH [([&R R
VSHFLILFDOO\ WKH LGHQWLILFDWLRQ DQG PDQDJHPHQW RI FOLPDWH DQG HQYLURQPHQWDO ULVNV LPSDFWLQJ WKH (XURSHDQ EDQN ,WV PHPEHL
VXLWDELOLW\ DQG NQRZOHGJH RI (6* PDWWHUV DV ZHOO DV UHOHYDQW H[SHULHQFH DQG EULQJV WRJHWKHU DOO /2'V 7KH (6* &RXQFLO| KDV E
ZLWK GHYHORSLQJ WKH (XURSHDQ EDQNxV SODQ WR DGGUHVV ILQDQFLDO ULVNV DQG|RWKHU FOLPDWH FKDQJH LPSOLFDWLRQV OHYHUDJLPJI WKH
VWUXFWXUH SROLFLHV DQG SURFHGXUHV

&ROVMGHIMRQ R FOP D FKDQIH DQG HOVILRQP HQBOVX\BICDELDY DUH FDSWUHG 1Q WH ( XURSHDQ EDQNY DQOXD@  UH UHVKHG 6 WDWI\ DQG 5 IWN
$SSHWLWH VWDWHPHQW DV ZHOO DV PRUH JHQHUDOO\ DFURVV WKH 5LVN )UDPHZRUN| ZKLFK DUH VXEMHFW WR DSSURYDO E\ WKH %RDUG

o
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6WUDWHJ\

&OLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHYV LGHQWLILHG

RYHU WKH VKRUW DQG ORQJ WHUP

7KH (XURSHDQ EDQN V LQLWLDO DVVHVVPHQW DQG UHSRUWLQJ DUH IRFXVHG RQ PDW,
VKHHW H[SRVXUHV ZLWK D SRWHQWLDOO\ KLJK ULVN WR SK\VLFDO DQG WUDQVLWLHR
(XURSHDQ EDQN KDV OLPLWHG H[SRVXUH WR WKHVH ULVN DUHDV DV VXSSRUWHG WKU

$V D SURYLGHU RI ILQDQFLDO VHUYLFHV WKH (XURSHDQ EDQN UHFRJQLVHV WKDW LW
KHOS FOLHQWY LQWHJUDWH FOLPDWH FKDQJH LOQWR WKHLU DFWLYLWLHV 3DUWQHULQ(
XQGHUVWDQG WKH HQYLURQPHQWDO LPSDFWV RI WKHLU SRUWIROLRYV RU DFWLYLWLH
$QDO\WLFV DSOHOEPRWGREDVHG DSSOLFDWLRQ WKDW PDVV FXVWRPL]JHV LQYHVWPHQ
FOLPDWH SUHIHUHQFHV :'H KDYH PDGH WKLV DV ZHOO DV RWKHU WRROV DYDLODEH
REMHFWLYHV $GGLWLRQDOO\ WKH FXUUHQW VWUDWHJ\ FDOOV IRU DW OHDVW RQH F(

6KRUW WHUP \HDUV /RQJ 7THUP \HDUV
lkwwsy 777 EQ\PHOORQ ERP XV HQ | QVIIKWY DOO 1 QVIIKWY D dDWD GULYHQ DSSURDFK WR UHV

HKLHD OX U R\BHD QV ED\@ N- ZX 06 HHP SO B W HE WKHG SRRV V. GH
D! CFLOQ P D W HQRMKLD Q MAK H KLKA VLG D O\ \DLYG K VYW DOHA
RIXV K RFLIDWHD® R S HRWWL KIGFLDMLIER/Q ULHO B RM G WYHRH VWHKRRUHY

OV F UKD HF v BOBX R G dRx Wikdh iR B3sURBREW VD
P@PWkVRXU FOLHQWYV DFURVV RXU OLQHV RI EXVLQH
78N DXQUIR[DHPE® HE D KIH Z(IXQW® SHS Q FEDHY W R H HSJRV W Q E H(
| (BIRHIQAGI @ 'O B R R G R WAO MHKDWV Z L I0@G H Y DEOHOW(IH (& BW|
QR SDRVRRD FOLROWH MO YXISSRUW WKHP LQ UHDFKL

EBENIG ) (BHSYREKFMQRP BB OHER AL 8P A 86 REdV

PDQDJHPHQW GLVFXVVLRQ DQG VXSSRUW WKH GHYH

E%\HEQ)WH VKORBHo W I DWH UHSRUWLQJ DFURVV
BHOWDOULYN' ZLOO EH LPSOHPHQWHG LQ
WKH *OREDO (6* &5&2 DQG WR WKRVH JRYHUQDQFH

PDQDJHPHQW UHVSRQVLELOLWLHYV

,PSDFW RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHV RQ

WKH (XURSHDQ EDQNxV EXVLQHVVHV VWUDWHJ\ DQ

W L FRD
QKA
DDBD
956 L&
VV ZH
MWV VR
R1D Q
QJ WK
Y & O
ORSPH
boO .5
WKH VI
FRPP

G ILQD

7KH (XURSHDQ EDQN KDV FRQVLGHUHG FOLPDWH DQG HQYLURQPHQWDO ULVN DFURVYV
DQG GHFLVLRQ PDNLQJ LQFOXGLQJ GHFLVLRQV UHODWLQJ WR RQJRLQJ VWUDWHJI\ HU
SXUSRVHV 7KH LPSDFW RI FOLPDWH DQG HQYLURQPHQWDO ULVN RQ EXVLQHVV VWUD
RI FOLHQWY SURGXFWV DQG VHUYLFHYV
7KH (XURSHDQ EDQN KDV SHUIRUPHG D EXVLQHVV PRGHO UHYLHZ WR DVVHVV WKH LP{
UHYLHZ FRQVLGHUHG WKH LPSDFW RI LQWHUQDO DQG H[WHUQDO IDFWRUV VXFK DV 9
VXFK DV

a SURGXFWV VHUYLFHV
FOLHQW EDVH
FRPSHWLWLYH ODQGVFDSH DQG
VWDNHKROGHU SHUFHSWLRQ

7KH DVVHVVPHQW FRQVLGHUHG WKH SRWHQWLDO LQGLUHFW HIIHFWV RI VWUXFWXUD

a
a
a

DO (XVMR SHDK LEDGLN DAL ROV GLY/E GRARH H X UMAK MAR G K
WKBDWEHWKLIQVMSHFQ G R & $IF U WXR)Q W DN Y QLIG SIQRVAH VN g
KK VL K HSJU PG\ R UGIDROWOD SBERDHFE RQ FKDQJHV DV SD

DFW RI FOLPDWH DQG HQYLURQPHQWDO ULVN DFURYV
K\WVLFDO DQG WUDQVLWLRQDO ULVNV RQ VWUDWHIJ\

D FKDQJH RQ WKH RYHUDOO YLDELOLW\ DQG SURILW

RXWVLGH RI GLUHFW HIIHFWV Rl ORVVHV RU RWKHU HYHQWY 7KH DQDO\VLV FRQ
FRPSHWLWLYHQHVYV FOLHQW SUHIHUHQFHV RU RWKHU JHQHUDO VWUXFWXUDO FKDQJ
WR EH HQKDQFHG DQG UXQ SHULRGLFDOO\ WR LQIRUP VWUDWHILF GHFLVLRQ PDNLQJ

II-IV WR FKDOOHQJH RXU RQJRLQJ EXVLQHVV PRGHO 74

VLGHUHG WKH SRWHQWLDO IRU V\VWHPLF FKDQJHV

/DR (DWW
VDRG ||
Uw RI

V. WKH
DQG F

DELOLV
LQ HI
LV DS!

5HVLOLHQFH RI WKH (XURSHDQ EDQNxV VWUDWHJ\ WDNLQJ LQWR FRQVLGHUDWLRQ FOLPDWH DQG HQYLURQPHQWDO DQG HQYLURQPHQWDO

UHODW

$QDO\WVLV XQGHUWDNHQ DV SDUW RI ILUP ZLGH VWUHVV WHVWLQJ XVHG ZLWKLQ WKH
WKH (XURSHDQ EDQN DQG WKHUHIRUH WKH RYHUDOO EXVLQHVYVY VWUDWHJ\ UHPDLQV X

7KH (XURSHDQ EDQN PRQLWRUV FOLPDWH DQG HQYLURQPHQWDO ULVNV DV UHSRUWH
WHVWLQJ 7KHVH DUH LQFUHDVLQJO\ LPSRUWDQW FRQVLGHUDWLRQV DW WKH RYHU
PDQDJHPHQW DUH DZDUH RI FOLPDWH DQG HQYLURQPHQWDO ULVNV DV SDUW RI WK
VWUDWHILF LPSOLFDWLRQV GLUHFWO\ DVVRFLDWHG ZLWK FOLPDWH FKDQJH DQG FRQ
VWUDWHJI\ FRQVLVWHQW ZLWK 1HWZRUN IRU *UHHQLQJ WKH )LQDQFLDO 6\VWHP 1*)6

7TKH %XVLQHVV &RQWLQXLW\ 3ROLF\ ZKLFK KDV EHHQ DGRSWHG E\ WKH (XURSHDQ ED
ZKLFK IDFLOLWDWHY WKH FRQWLQXLW\ RI EXVLQHVV IXQFWLRQV UHJDUGOHVV RI WK
HQYLURQPHQWDO HYHQWYV 7KH DSSURDFK LV VWUXFWXUHG DURXQG VSHFLILF DQ
DSSOLFDWLRQV WKLUG SDUW\ SURGXFWV DQG RU VHUYLFH SURYLGHU DQG RU D FRP
$VVHVVPHQWY DQG PXVW LQFOXGH DQ HYDOXDWLRQ RI LQKHUHQW ULVN PDQLIHVWL(Q
PXVW DOVR LQFOXGH UHFRYHU\ VWUDWHIJLHY LQ DGGUHVVLQJ WKH ULVN DQG WKH OH

QPFK® RYHKEHU ULVN PHDVXUHV

G WKURXJK WKH GHYHORSPHQW RI .5,V DQG HQKDQ
POO VWUDWHJ\ VHWWLQJ DQG SURFHVVHV DUH EHL({
H VWUDWHJI\ VHWWLQJ SURFHVV 6WUHVV WHVWLQJ
VLGHUV H[SOLFLWO\ WKH LPSDFW WR DQG UHVSRQV
FDUERQ WUDQVLWLRQ SDWKZD\V

QN HQVXUHV DQ UDOO KD]DUGVU SODQQLQJ DSSURD
H FDXVH RU QDWXUH RI WKH GLVUXSWLRQ L H LQF
5 SUREDEOH VFHQDULRY ORVV RU XQDYDLODELOLYV
FLQDWLRQ RI DOO (DFK EXVLQHVV PXVW DQQXDOO\
J IURP QDWXUDO FDODPLWLHY FOLPDWH FKDQJH DQ
YHO RI ULVN UHPDLQLQJ DIWHU LQKHUHQW ULVNV KD

I~

KWHR OHIRS HEDQ NE MV Q, & $A130I00 PREWURYMH @&/ ® G QR P Q WHH ILIVD! WU

FHPHQ)
J SXW
FRQVL:
i Rl %

FK LV |
ODXGLQ
\' RI
UHY LHZ
G JHRS
H EHH
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5LVN ODQDJHPHQW

BURFHVVHV IRU LGHQWLI\LQJ DQG DVVHVVLQJ FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV

7KH (XURSHDQ EDQN KDV DGRSWHG WKH %1< OHOORQ *URXS &OLPDWH 5LVN )UDPHZ4RIUWHQKWKK G@RIZ GHSERWXBHDSIS WKBIF KX WRZIDD@G \E OQ® QR FWU |

TXDQWLWDWLYH DVVHV

HQYLURQPHQWDO ULVNV KDYH WKHUHIRUH EHHQ LQFRUSRUDWHG LQWR WKH H[LVWLQ
IRULGHQWLI\LQJ DQ\ DVVRFLDWHG ULVNV IROORZY WKH SURFHVV RXWOLQHG EHORZ GHWDLOHG OHYHO +RZHYHU RQJRLQJ UHYLHZV Z|

VPHQW Rl FOLPDWH DQG HQYLURQPHQWDO ULVN GULYHUV LQULWNVP DU IWKEL W\ STHY RH VM P/HNQ W KB F URWR/S MIKM! BD-O

N WDH

FEOUR AHIVQE HD\Q & VAILGT XMFRG LW H @ WG H QUL KD YOHNV QR KWH E(KH @ SIFBEED W |

OO0 FR

4 ZKHQ WDNLQJ RQ ULVN WKURXJK WKH DGRSWLRQ RI D QHZ FOLHQW SURFHVV s%%‘&%H\R/LQLU'QNM’LKR;WSWLK\N\%HBéW‘EQﬁFE/Q%Efx\é VIRRAYAV R W

DUH SHUIRUPHG ZKLFK IRFXV RQ DOO SRWHQWLDO VRXUFHV RI ULVN DQG WKHVH QBEBRXWHP BREPYDAHYE EHLFDAHW
DQ\ PDWHULDO ULVN WKDW PD\ UHTXLUH PLWLJDWLRQ DQG RU HVFDODWLRQ W KU RMWMKMWEK H GKEFQFHRE WX L)Y WK RFHYWHDWQBWLRQ RI
4 ZKHQ FRQVLGHULQJ H[LVWLQJ ULVNV ZKLFK LQFOXGHV FOLPDWH DQG HQYLURQBHRMO/ WY VUN MEHFPWRES QXQV GHILQHG SURFHVVH

WKH /2' DQG RYHUVHHQ E\ /2' 7KHVH SURFHVVHV DUH XVHG WR LGHQWLI DQG FAOAVNES YWYUMYVURBVRA® VYRRV Y PR XY B S oW R\

ZKHUH PLWLJDWLQJ DFWLYLWLHYV PD\ EH UHTXLUHG

LPSDFW WKH EXVLQHVV

R Q

DQG PDFUR HFRQRPLF WUDQVLWLRQ SDWKZD\ YDULDO

DFURVV D VKRUW DQG ORQJ WHUP KRUL]JRQ 7DEOH % SURYLGWKHQ RYB®Y¥LHZ RI WKH DVVHVVPHQWY DQG LQLWL

V GHIL
FOLPD
V FRRI

RVHEY|

EOHV

O RXW

,QLWLDO DVVHVVPHQWY KDYH EHHQ SHUIRUPHG WR LGHQWLI\ WKRVH DUHDV RI WKH EXXRQNV& HUD WK RK RS KYWKLHF D/ RKJ ‘V\HJ-U;C_D\LLWRNRQID@OHEIP&FWD‘GIR

SURYLGHV DQ RYHUYLHZ Rl WKH FXUUHQW WLPH KRUL]RQ LQFRUSRUDWHG LQWR WKHVH DVVHVVPHQWY 30HDVH QRWH WKHVH DUH VXE
(XURSHDQ EDQN FRQWLQXHV WR HQKDQFH LWV DSSURDFK WR FRQVLGHULQJ FOLPDWH|DQG HQYLURQPHQWDO ULVNV

4XDQWLWDWLYH PHWULFV KDYH DOVR EHHQ GHVLJQHG WR PRQLWRU FOLPDWH DQG|HQYLURQPHQWDO ULVN GULYHUV DFURVV &UHGLW
LQFOXGLQJ 7KLUG 3DUW\ DQG 5HVLOLHQF\ ULVNV

&DSLWDO VWUHVV WHV

HQKDQFHPHQWY KDYH EHHQ PDGH WR SHUIRUP VWUHVYV WHVWLQJ ZLWK UHIHUHQFH WR 1*)6 FOLPDWH FKDQJH SDWKZD\ VFHQDULRV IRU WKH

WLQJ KDV DOVR LQWHJUDWHG FRQVLGHUDWLRQ RI LPSDFWV |[RI FOLPDWH FKDQJH ZKLFK ZHUH LQFOXGHG LQ WK

7TDEOH % 5LVN $

VVHVVPHQWYVY 2XWSXW

HFW V

ODUNH!

H '
&

5LVN $UHD

$VVHVVPHQW DQG 2XWSXW

&UHGLW 5LVN

%DVHG RQ WKH TXDOLWDWLYH DVVHVVPHQW FRPSOHWHG E\ VXEMHFW PDWWHU H[SHUWYV VKRUW WHUP RQ EDODQFH
OHVV UHOHYDQW VRXUFHV RI FOLPDWH DQG HQYLURQPHQWDO ULVN )ROORZLQJ D TXDQWLWDWLYH DVVHVVPHQW R
FXUUHQW SURILOH RI WKH FUHGLW H[SRVXUHV WKH PDMRULW\ RI ZKLFK UHVLGH LQ WKH LQYHVWPHQW SRUWIR(Q
SODFHPHQW RI OLTXLGLW\ ZLWK FHQWUDO EDQNV DQG VHOHFWHG ILQDQFLDO LQVWLWXWLRQV

VKHH)
WKH ¢
LR 7K

ODUNHW 5LVN

$ TXDQWLWDWLYH DVVHVVPHQW ZDV SHUIRUPHG E\ WKH PHDQV RI FRPSOHWLQJ VWUHVV WHVWLQJ WR FRQVLGHU S
TXDQWLWDWLYH DQDO\VLVY RI WKH FRQFHQWUDWLRQ RI H[SRVXUHV LQ WKH EDQNLQJ ERRN LQYHVWPHQW SRUWIH
JHRJUDSKLHV XVLQJ WKH VDPH H{[WHUQDO EHQFKPDUNV DV XVHG IRU FUHGLW ULVN :KLOH WKHVH VHFWRUV SULPDO
DOVR FRQVLGHUHG LQ DVVHVVLQJ PDWHULDOLW\ ,W ZDV FRQFOXGHG WKDW FOLPDWH FKDQJH ZDV QRW D PDWHULD

RWHQV
OLR Z
ULO\ S
O ULV

5HSXWDWLRQDO DQG /L

DHISXWWDWLRQ@DO ULVN LV HPEHGGHG LQ H[LVWLQJ IUDPHZRUNV XVHG WR LGHQWLI\ DQG PLWLJDWH ULVNV DV WKH\
XSGDWHG WR LQFRUSRUDWH UHSXWDWLRQDO ULVN WKURXJK WKH ULVN LGHQWLILFDWLRQ SURFHVV QHZ SURGXF
IUDPHZRUN XVHG WR LGHQWLI\ ULVNV DVVRFLDWHG ZLWK QHZ FOLHQWYV LV FXUUHQWO\ XQGHU GHYHORSPHQW

+RZHYHU GHVSLWH WKLV DQ DVVHVVPHQW ZDV XQGHUWDNHQ WR DVVHVV WKH SRWHQWLDO LPSDFW RI D UDQJH R
DVVHVVLQJ WKH PDWHULDOLW\ RI D UDQJH RI VWUDWHILF DQG EXVLQHVV PRGHO ULVNV LQFOXGLQJ SRWHQWLDO U
PRGHO ORRNLQJ DW GLIIHUHQW FOLPDWH DQG HQYLURQPHQWDO UHODWHG VFHQDULRYVY DQG FRQVLGHU WKH VSHH
LQGLFDWHG D OHYHO RI H[SRVXUH UHODWLQJ WR WUDQVLWLRQDO ULVNV RQO\

DULVH
W DSS

I SRWE
HSXWELC
LILF L

ILTXLGLW\ 5LVN

$Q DQDO\VLV ZDV FRQGXFWHG RQ WKH LPSDFW Rl FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVN RQ WKH /LTXLGL
KDYH EHHQ LQYHVWLIJDWHG WR LGHQWLI\ DQ\ DGYHUVH LPSDFW RQ FOLHQW GHSRVLWV )XUWKHUPRUH WKH DQDO\
Rl WKLV KDV EHHQ FRPSDUHG WR WKH VHFXULWLHY DVVXPSWLRQV LQ WKH /LTXLGLW\ 6WUHVV 7THVWLQJ J)UDPHZRUN

W\ 6 WL
LV GR
W ZD

%XVLQHVV ORGHO DQG

FI\WQU DYIHYLD G IDMWHVVPHQW RI VWUDWHILF DQG EXVLQHVV PRGHO ULVN ZDV FRPSOHWHG 7KH UHYLHZ FDSWXUHG W
HQYLURQPHQWDO UHODWHG VFHQDULRY DQG DOVR FRQVLGHULQJ UHSXWDWLRQDO ULVNV $VVHVVPHQW RI EXVLQH
DQG SURILWDELOLW\ RI WKH EXVLQHVV PRGHO RXWVLGH RI GLUHFW HIIHFWV RI ORVVHV RU RWKHU HYHQWYV %X
FRPSHWLWLYHQHVYV FOLHQW SUHIHUHQFHV RU RWKHU JHQHUDO VWUXFWXUDO FKDQJHV WR FKDOOHQJH RXU RQJRI

H YLD
V PRG
VLQHV
QJ EX\

RQO\

o
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7DEOH & 5LVN $VVHVVPHQW 3URFHVVHV 7LPH +RUL]JRQV

3URFHVVHV 7LPH +RUL]JRQV

,&$$3 VWUHVV WHVW DQG &DSLWDO 30DQ &RYHUV D SHULRG RI \HDUV EXW KDV DQ H[WHQGHG KRUL]JRQ IRU WKH SXUSRVHV RI WK|H VSHF
WDNLQJ D VWDWLF EDODQFH VKHHW DVVXPSWLRQ RYHU WKH ORQJHU WHUP
&UHGLW ULVN LQFOXGLQJ WKH LQYHVWPHQW SR|QRRIODUR D ORQJ WHUP RXWORRN IRU XQGHUO\LQJ SRVLWLRQV
LQFOXGLQJ WKLUG SDUW\ RERNWHRXWBLQR @R GVHHPLRXWORRMLMNNULVN DVVHVVHG IRU SUREDELOLW\ XQGHU D \HDU [KRUL]F

2SHUDWLRQDO ULVN

ODUNHW DQG OLTXLGLW\ ULVN ZKLFK LV GRFXPH|QWRNEUW WEHU LR RI XS WR RQH \HD

U EXW LQFOXGHYV ORQJ WHUP RXWORRN IRU XQGHUO\

| QJ SR

7KH ULVN DVVHVVPHQW RI PDWHULDOLW\ UHIHUJ\

BB YWR\D YK B Y HIKXW/ 1D QH0 UHAVLHXIPGI QWWNY ZLWKLQ WKH QH[W \HDU

&RYHUV WZR WLPH KRUL]JRQV \HDU

%XVLQHVV ORGHO 5HSXWDWLRQDO 5LVN
VWUDWHJI\ LV GHILQHG ZLWK

\HDU KRUL]JRQ FRQVLGHUDWLRQ

SHULRG DQG D \HDU SHULRG UHIOHFWLQJ WKH WL

PH LW

B3URFHVVHV IRU PDQDJLQJ FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNYV

7KH PDQDJHPHQW RI FOLPDWH DQG HQYLURQPHQWDO ULVN KDV EHHQ LQWHJUDWHG
PDQDJHPHQW RI DOO WD[RQRP\ ULVNV 7KH PDQDJHPHQW RI FOLPDWH DQG HQYLURQH
ZKLFK LQFOXGHV ULVN LGHQWLILFDWLRQ PDWHULDOLW\ DVVHVVPHQW DQG TXDQWL
HQWLUHW\ RI WKLV SURFHVV LV VXSSRUWHG E\ LQFOXVLRQ LQ ULVN PDQDJHPHQW SR
6HYHUDO NH\ EXVLQHVV SURFHVVHV IRUPDOO\ LQFRUSRUDWH WKH FRQVLGHUDWLRQ
FRQVLGHUHG ZLWKLQ EXVLQHVV GHFLVLRQ PDNLQJ 7KHVH SURFHVVHV DUH JRYHUQH
DSSOLFDEOH WR DOO /LQHV RI %XVLQHVV DQG /HJDO (QWLWLHV 7KH NH\ SURFHVVHV
ULVN DVVHVVPHQW DUH

3 XQGHUZULWLQJ IRU HIWHQVLRQ RI FUHGLW
QHZ SURGXFW DSSURYDOV
EXVLQHVV SURFHVV FKDQJHYV
ORFDWLRQ VWUDWHJ\
WKLUG SDUW\ YHQGRU DVVHVVPHQW DQG

& R Q/\RL G/HKWID PXILRRGS HRD F EIDRIONMN BI LG/ WIQQYL WR.@ RH QMWD B

QW IDXH Q Fiid D\Y B GX Q G 2B DWRQY YWRFIWYHE ULVN P
D U

'%%JY)D(I%%QJJR llﬁ?’ gggﬁbhﬁpﬁo ® R HUHAVY PURW LR Y RY

Rl FOLPDWH DQG HQYLURQPHQWDO ULVN WR HQVXU

E\ RYHUDUFKLQJ %1< OHOORQ JOREDO SROLFLHV D

ZKLFK GLUHFWO\ DQG H[SOLFLWO\ LQFRUSRUDWH FQ

€l
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QDJHF

[ES LB
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OHWULFV

7KH (XURSHDQ EDQN V *+* 6FRSH

(PLVVLRQV

7DEOH ' 7KH (XURSHDQ EDQN V *+* (PLVVLRQV EDVHG RQ 6TXDUH )RRWDJH
GFRSI-II 6FRSI-I1 *UDQG 7JRWDO (QWLW\

&L W\ &RXQWU\

(OHFWULF 'LVWULFW +HDW (D) 2o SHIULJHUDQW 07&2 H 07&2
$PVWHUGDP 1HWKHUODQGYV o] o o
%UHGD 1IHWKHUODQGV o o] 0o
%UXVVHOV %HOJLXP o] 0o o
"XEOLQ ,UHODQG o] o o
JUDQNIXUW *HUPDQ\ o] o] ¢} ¢}
/IX[HPERXUJ /IX[HPERXUJ o] o]
0DGULG 6SDLQ o] o] o]
0LODQ ,WDO\ o o] o
3DULV JUDQFH o] o o

OHWKRGRORJ\

7KH %1< OHOORQ *OREDO 5HDO (VWDWH WHDP SURYLGHG WKH WRWDO VTXDUH IRRWDJH IRU RIILFH VSDFH D
WKH (XURSHDQ EDQN EDVHG RQ UHDO HVWDWH H[SHQVHVY DOORFDWHG WR EXVLQHVV XQLWYV IDOOLQJ XQGHU

$ WKLUG SDUW\ SURYLGHG WKH VFRSH DQG
ORFDWLRQV

6FRSH HPLVVLRQV DUH QRW LQFOXGHG LQ WKH DERYH FDOFXODWLRQVY DQG DOWKRXJK XQDEOH WR GLVFOR

DLP WR GLVFORVH LQ QH[W \HDUxV UHSRUWLQJ

IRWHYV

a 7KH DERYH FDOFXODWLRQV DUH EDVHG RQ VTXDUH
6FRSH DQG LV WKH ZKROH \HDU GDWD IRU

a
a &29,'
a

7KH FRQVLGHUDWLRQ RI

IRRWDJH DV RI 4
DOWKRXJK WKLV LV QRW FXUUHQWO\ WKLUG SDUW\ DXC

TRWDC

GDWD SURGXFLQJ WKH 07&2 WRWDOV ZKLFK ZHUH PXOWLSO

ZLOO KDYH KDG DQ LPSDFW RQ WKH *+* HPLVVLRQV EDVHG RQ %1< OHOORQ VWDII ZRUNLQJ UHPR

%DVHG RQ WKH PHWKRGRORJ\ WR GHULYH WKH VTXDUH IRRWDJH WKH '"HQPDUN ORFDWLRQ ZDV QRW LQF
RIlLFH 6HUYLFH RIILFHVY DUH QRW FXUUHQWO\ LQFOXGHG LQ WKH VFRSH RI WKLY FDOFXODWLRQ DQG

a 7KH OHJDO HQWLW\ %$1< OHOORQ 6HUYLFH .DSLWDODQODJH *HVHOOVFKDIW PE+ LV LQFOXGHG LQ WKH )U

RWKHU PHWULFV

&OLPDWH DQG HQYLURQPHQWDO UHODWHG PHWULFV KDYH EHHQ GHYHORSHG E\ WKH (XURSHDQ EDQN EXW Ut
WKHVH LQ QH[W \HDU V UHSRUWLQJ

5LVN

Yo

BNY MELLON

3LOODU

'LVFORVXUHXHFHPEHU



= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, &UHGLW ULVN TXDOLW\ DQG GLOXWLRC

7KH YDOXHV SUHVHQWHG LQ EUDFNHWYVY UHSUHVHQW FDUU\LQJ YDOXHV RI ORDQV DQG DGYDQF
EDQNVY DQG RWKHU GHPDQG GHSRVLWYV

SHUIRUPLQJ H[SRVXUHV E\ FRX@WUIRUPLQJ H[SRVXUHV E\ FRXQWL
DWHFHPEHU DW -XQH

SHUIRUPLQJ H[SRVXUHV E\ FRXQ@WHIRDRLWVI H[SRVXUHV E\ FRXQWF
DWHFHPEHU DW -XQH

7KH FKDUWV RQ WKLV SDJH UHSUHVHQW FDUU\LQJ YDOXHV RI ORDQV DQG DGYDQFHV DQG GHI
RWKHU GHPDQG GHSRVLWYV

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



* 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
'HILQLWLRQ DQG LGHQWLILFDWLRQ

8QGHUVWDQGLQJ LGHQWLI\LQJ DQG PDQDJLQJ &UHGLW ULVN LV D FHQ\
PDQDJHPHQW DSSURDFK 7KH (XURSHDQ EDQNxV &UHGLW ULVN LV PDQDJHG
PLQLPLVH ORVVHV ZKLOVW LGHQWLI\LQJ IXWXUH SRWHQWLDO ULVNV 7KH |
DQG ,QWUDGD\ &UHGLW ULVNV 7KLV VHFWLRQ GHVFULEHV WKH HIIHFWLYH
EDQN

7KH SULQFLSOHV PHWKRGRORJLHV DQG SURFHVV RXWOLQHG LQ WKLV VHF
EH PRGLILHG DV SDUW RI WKH DQQXDO UHYLHZ SURFHVV RI &UHGLW SROLF
GULYHQ EDODQFH VKHHW DQG W\ASLFDOO\ HQJDJHV LQ WKH SURYLVLRQ RI
JHQHUDWHY WKH IROORZLQJ IRUPV RI FUHGLW H[SRVXUH

a VLIQLILEW@QWGD\ FUHGDWHI BRIROUWMEIHHGY WR FOLHQWY LQ RUGHU WR VHW
YDULHW\ RI JOREDO PDUNHWY 7KHVH IDFLOLWLHVY DUH JHQHUDOO\ V
HQG RI GD\ EDODQFHY RYHUGUDIWY DUH UHODWLYHO\ VPDOO LQWU
DFURVVY D YHU\ ZLGH SRUWIROLR RI FOLHQWYV

a FOLHQW RYHWHWOOWVQJ IURP XQIXQGHG LQWUDGD\ DFWLYLW\ WUDG!
HWF

a SODFHPHQW WR FHQWUDO EDQNNUBNGEW RIQNN PIDVWMNKHPW G E\ WKH (XURS
IXQGV ZLWK EDQNV IRU D IL[HG WHUP RU RYHUQLJKW 7KLV PD\ EH E
SXUFKDVH RI FHUWLILFDWHYV RI GHSRVLWYV LVVXHG E\ WKHVH EDQNV

4 LQYHVWPHQW LQ JRIFKKWQRAHEOW ERQGY FRUSRUDWH ERQGV FRYHUHG
EDFNHG VHFXULWLHYV LQ WKH 8QLWHG .LQJGRP DQG WKH 1HWKHUODC
(XURSHDQ EDQN KDV D ODURH VHFXULWLHV SRUWIROL

a LOWHUFRPSDQ\ HIOSR¥KPHQWYV PLWLIJDWHG E\ DSSOLFDWLRQ RI ODVWHF

a GHULYDWLYHV LQ WKH) ;EDDINSIWV XEREGRNWR PDQDJH OLTXLGLW\N DQG ); VZ
FOLHQW PFWHUYHWW UDWH VZDSV ZLWK %1< OHOORQ ,QVWLWXWLRQDO
LQ WKH (XURSHDQ EDQN V VHFEXULWLHV

&UHGLW ULVN PDQDJHPHQW IUDPHZRUN

$W WKH RXWVHW RI D QHZ DJHQW EDQN WUDGLQJ FRXQWHUSDUW RU FXV
EXVLQHVYVY LQ SDUWQHUVKLS ZLWK &UHGLW ULVN WR GHWHUPLQH WKH F
(XURSHDQ EDQNxV 5LVN $SSHWLWH IRU WKH VDPH 2QFH LW LV DJUHHG \
VXLWDEOH OLPLWY PDGH DYDLODEOH WR DFFRPPRGDWH WKH DFWLYLW\ V
%XVLQHVYVY $FFHSWDQFH &RPPLWWHH SURFHVY IRU IRUPDO DSSURYDO E\ D
WKH EXVLQHVY KDV SULPDU\ UHVSRQVLELOLW\ WR LGHQWLI\ WKH QDWXUH
UHVXOW RI DQ\ EXVLQHVY UHODWLRQVKLS &UHGLW ULVN DVVLVWV LQ WKD

%1< OHOORQxV &UHGLW 5LVN ODQDJHPHQW IXQFWLRQ RSHUDWHYV D JORED
WKH 60( UHVRXUFHVY WKDW DUH DYDLODEOH WR WKH EHVW DGYDQWDJH IF
RXWVRXUFHG VHUYLFH SURYLGHG XQGHU 6HUYLFH /HYHO 'HVFULSWLRQV
HQWLWLHY (DFK OHJDO HQWLW\ %RDUG ZLOO DSSURYH ERWK DQ DSSUR!
VSHFLILF &UHGLW 5LVN 3ROLF\ ZKLFK GHWDLOV WKH UROHY DQG UHVSRQ\
W\ASH RI DFWLYLW\

&UHGLW ULVN PDQDJHPHQW

&UHGLW ULVN LQFOXGLQJ PHWULFV EUHDFKHV DQG RXWSXW LV HITHFWL)

a 1RVWURYV DUH PDLQWDLQHG DW WKH PLQLPXP SRVVLEOH OHYHO DQ(
VPRRWK RSHUDWLRQV DQG DGKHUHQFH WR RZQ IXQG UHTXLUHPHQW\
EDQNV LQ WKHLU UHOHYDQW FRXQWULHYV

< _g

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

a IRU FXVWRG\ FOLHQWYVY OLPLWY DUH FDOFXODWHG DV D SHUFHQWDJI
&EXVWRG\ $JUHHPHQW *&$ SURYLGHG WKH EDQN ZLWK D FRQWUDFW
D FXVWRGLDO OLHQ RQ WKH DVVHWYV KHOG ZLWK ULJKW RI UHWHQWLR

a IRU OHJDO UHDVRQV FHUWDLQ FOLHQWY PD\ QRW EH DEOH WR SURYL
RWKHU LQDELOLW\ WR HQFXPEHU WKH DVVHW SRRO ZKLFK PD\ EH KHO
LOQVXUDQFH FRPSDQLHV HWF +RZHYHU WKHVH FOLHQWY DUH XVX
7TKHUHIRUH WKH ULVN LV PLWLJDWHG E\ WKHLU KLJK FUHGLW UDWL
SRUWIROLR

a LQ VRPH LQVWDQFHVY WKH SURYLVLRQ RI LQWUDGD\ FUHGLW FDQ OHI
WXUQ FRXOG FRQWULEXWH WR D ODUJH H[SRVXUH EUHDFK 7R PLWLJ
&55 ,, DUW h F UQH[W EXVLQHVV GD\ H[FOXVLRQVU 7TKRXJK OLHQ
FROWUDFW LV FRQVLGHUHG WR EHLQJ HIIHFWLYH HFRQRPLF ULVN F
UHJXODWRU\ ULVN PLWLIJDWLRQ :KHUH WKH (XURSHDQ EDQN KDYH VI
WKH FXVWRPHU LWV RYHUGUDZQ EDODQFH V LQ D JLYHQ FXUUHQF\ -
VDPH FXUUHQF\

a D ODVWHU 1HWWLQJ $JUHHPHQW LV LQ SODFH WR FRYHU LQWUDJURX
,QWHUQDWLRQDO /LPLWHG DQG 7KH %DQN RI 1HZ <RUN OHOORQ DQG

a SODFHPHQW DFWLYLW\ ZLWK WKLUG SDUW\ EDQNV LV VXEMHFW WR F
FRQVLGHUDWLRQ RI WKH TXDOLW\ RI WKH FRXQWHUSDUW\ EDQN OD
ZLWKLQ WKH %1< OHOORQ HOWHUSULVH 5HODWLRQVKLSV ZLWK DQG
%1< OHOORQ 7KH (XURSHDQ EDQN V FRXQWHUSDUW\ EDQN OLPLWV D
OLPLWY DSSURYHG E\ WKH SDUHQW

7KH PHWULFV VXSSRUWLQJ WKH PDQDJHPHQW Rl &UHGLW ULVN DUH PRQL
(XURSHDQ EDQN V VHQLRU PDQDJHPHQW

ORQLWRULQJ DQG UHSRUWLQJ

&UHGLW ULVN LV PRQLWRUHG DQG FRQWUROOHG LQ UHDO WLPH WKURXJK
ZLWK ERWK WUDQVDFWLRQVxXx VIVWHPV WKH *OREDO 6HFXULWLHV 3URFHV\
DQG HOHFWURQLF SD\PHQW KDQGOLQJ (3+ WKH EDQNxV PRQH\ WUDQVIH
LV LQSXW YLD WKH ,QWHUQDWLRQDO ORQH\ ODQDJHPHQW 6\WWHP ,006
'HSRVLW $FFRXQW SODWIRUP

3RVW HYHQW PRQLWRULQJ LV FRQGXFWHG E\ WKH FOLHQW VHUYLFH DUH
IXQFWLRQ

*RYHUQDQFH

*RYHUQDQFH RI &UHGLW ULVN RYHUVLJKW DV D VHFRQG OLQH RI GHIHQFH
7LHU %1< OHOORQ *OREDO &UHGLW 5LVN 3ROLF\ ZLWK WKH 7LHU (XUR
SURFHGXUHV VXSSRUWHG E\ D GHWDLOHG 6/' WR HQVXUH (XURSHDQ EDQN F

4 &UHGLW 5LVN 3ROLF\ IRU HDFK OHJDO HQWLW\ GHVFULEHV WKH RXW
UHVSRQVLELOLWLHY DQG UHTXLUHG UHSRUWLQJ WR EH FDUULHG RX\
DSSOLHV WR $Q\ GHYLDWLRQ IURP DSSURYHG SROLF\ UHTXLUHV HL
DSSURYDO GHSHQGLQJ RQ WKH W\SH RI HYHQW

a4 DSSURYDOV IRU H[FHVVHV DUH FRQWUROOHG XVLQJ D PDWUL[ RI &U
&UHGLW 5LVN 3ROLF\ HDFK &UHGLW 5LVN 2IILFHU KDV WKHLU RZQ LC
E\ WKH &KLHI &UHGLW 2IILFHU 7KH\ PXVW DFW ZLWKLQ WKRVH OLPL
EH\RQG WKH 2IILFHUXxV DSSURYDO OLPLW LW LV HVFDODWHG WR D PR
3ROLF\ 7KH RXWVRXUFLQJ RI FUHGLW UHVSRQVLELOLW\ WR &UHGLW
3ROLF\ DQG

a RYHUGUDIW PRQLWRULQJ LV D GDLO\ WDVN DQG FRQGXFWHG ZLWKL(
FKDVHG RQ D GDLO\ EDVLV LQ OLQH ZLWK WKH (XURSHDQ EDQNxV |
H[SRVXUHVY DUH UHFRUGHG DQG IRUP SDUW RI WKH FUHGLW ULVN PD(
EDVLV IRU YDULRXV PDQDJHPHQW FRPPLWWHHYV

o

BNY MELLON
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< 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$QDOVWLV RI FUHGLW ULVN

&UHGLW ULVN H[SRVXUH LV FRPSXWHG XQGHU WKH VWDQGDUGLVHG DSS
LQVWLWXWLRQDO UDWLQJY DQG VXSHUYLVRU\ ULVN ZHLJKWYV VXSSOLHG E
FUHGLW ULVN H[SRVXUH WDEOHV VXPPDULVH WKH FUHGLW H[SRVXUH IRU \
UHTXLUHPHQWYV

7KH GHILQLWLRQV EHORZ DUH XVHG LQ WKH IROORZLQJ WDEOHYV

a ([SRVXUH DW 'HIDXIOWGHI&'QHG DV WKH DPRXQW H[SHFWHG WR EH RX!
PLWLJDWLRQ LI DQG ZKHQ D FRXQWHUSDUW\ GHIDXOWV ([SRVXUH UH
XQGUDZQ DPRXQWV RI FRPPLWPHQWY DQG FRQWLQJHQW H[SRVXUHYV
H[SRVXUH LQ WKLV FRQWH[W PD\ GLIIHU IURP VWDWXWRU\ ,)56 DFFRXC

a ([SRVXUHV LQ 'HIDXOW ([SRWWUGH¥YHLQ GHIDXOW DUH GHILQHG DV DFFR
H[FHVV Rl DJUHHG OLPLWV IRU PRUH WKDQ GD\V 7KLV GHILQLWLRQ
LV GLVFORVHG XQGHU H[SRVXUH FODVV H[SRVXUHV LQ GHIDXOW 7KH

a &UHGLW &RQYHUVLRQ FBRWRUWW&)KH DPRXQW RI D I[UHH FUHGLW OLC
WUDQVDFWLRQV ZLWK WKH H[FHSWLRQ RI GHULYDWLYHV WR DQ ($"'
HISRVXUH DW GHIDXOW

a &UHGLW 5LVN OLWLIDWIRQLQ&%0 DV D WHFKQLTXH WR UHGXFH WKH F
H[SRVXUH E\ DSSOLFDWLRQ RI FUHGLW ULVN PLWLJDQWY VXFK DV FRO

a JHRJUDSKLEWEBBWHG RQ WKH FRXQWU\ ORFDWLRQ RI WKH FRXQWHUSD
a UHVLGXDO PADWXHMILWHG DV WKH SHULRG RXWVWDQGLQJ IURP WKH UHS
RI DQ H[SRVXUH

$QDO\WLV RI SDVW GXH DQG LPSDLUHG H[SRVXUHYV

$Q DVSHFW RI FUHGLW ULVN PDQDJHPHQW UHODWHV WR SUREOHP GHE
LGHQWLILFDWLRQ WKURXJK OLWLIJDWLRQ DQG UHFRYHU\ RI FDVK ZKHUH WK

7KH IROORZLQJ WDEOHYV SURYLGH DQ DQDO\VLV RI SDVW GXH DQG LPSDLUH
a SDVW BKIRVXUH LV ZKHQ D FRXQWHUSDUW\ KDV IDLOHG WR PDNH D SO

a4 LPSDLUHG GHIDXOWNGZKHSRWKWHH(XURSHDQ EDQN GRHV QRW H[SHFW \
FDVK IORZV ZKHQ WKH\ DUH GXH DQG RU VXFK FDVK IORZV DUH SDVW

$V DWHFHPEHU WKH (XURSHDQ EDQN KDG QR PDWHULDOO\ LPSDLUHG H[SR
SURYLVLRQ ZDV UHTXLUHG 7KHUH ZHUH QR DVVHWYV SDVW GXH JUHDWHU W
ZULWH RIIV Rl EDG GHEWV RU PDNH DQ\ UHFRYHU\ Rl DPRXQWY SUHYLRXVO
WKH (XURSHDQ EDQN GLG QRW FDUU\ DQ\ H[SRVXUHV FRQVLGHUHG IRUERU(
WKURXJK WDNLQJ SRVVHVVLRQ 7KH (XURSHDQ EDQN DOVR KDG DQ LPPDV
ILQDQFLDO FRUSRUDWLRQYV

o

BNY MELLON
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~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7DEOH (8 &4 &UHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H

7KLY WDEOH LOOXVWUDWHY WKH (XURSHDQ EDQN V SHUIRUPLQJ DQG QRQ
DQG GHEW VHFXULW\ H[SRVXUHV E\ GXH GDWH LQFOXVLYH RI RII|l EDODQFI
DQ\ QRQ SHUIRUPLQJ H[SRVXUHV DW WKH GLVFORVXUH GDWH DQG FRQVH
VWDWXV DUH QRW SUHVHQWHG

*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW
BHUIRUPLQJ H[SRVDRUHSHUIRUPLQJ H[SRVXU

1RW SDVW
GXH RU SDBWVW GXH !

$W  'HFHPEHU GXH 8 GD\\ 8 21 ZKL|FK
P GD\V GD\V GHIDXPWHG
&DVK EDODQFHV DW FHQWUDO EDQNV )
DQG RWKHU GHPDQG GHSRVLWYV o} o} o
/RDQV DQG DGYDQFHV o} (o} (¢}
*HQHUDO JRYHUQPHQWYV o} o} o
&UHGLW LQVWLWXWLRQV o} (o} o
2WKHU ILQDQFLDO FRUSRUDWLRQV o} o} o
"HEW VHFEXULWLHYV o} (o} (o}
*HQHUDO JRYHUQPHQWYV o} o} o
&UHGLW LQVWLWXWLRQV o} (o} o
2WKHU ILQDQFLDO FRUSRUDWLRQV o} o} o
1RQ ILQDQFLDO FRUSRUDWLRQV o o 0o
21l EDODQFH VKHHW H[SRVXUHV o} o
&UHGLW LQVWLWXWLRQV (o} o
7RWDO o] (o] (o]

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EI

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEH



"'7KFI96D(QN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 &4 4XDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ JHRJUDSK\

7KLY WDEOH LOOXVWUDWHYV WKH (XURSHDQ EDQN V SHUIRUPLQJ DQG QR
HISRVXUHV E\ JHRJUDSKLFDO ORFDWLRQ E\ RQ DQG RIIl EDODQFH VKHHW
SURYLVLRQV 7KH WDEOH GRHV QRW LQFOXGH SODFHPHQWY DW FHQWUDO

*URVV FDUU\LQJ 1RPLQDO DPRXQW

R1 ZKL|FK
$W '"HFHPEHU RlI ZKLFK QRQ RI ZKLFK VXEMHFW $F#RXPXODWHG
P SHUIRUPLQJ GHIDXOWHGPSDLUPHQWPSDLUPHQW

2Q EDODQFH VKHHW H[SRVXUHV o) o] (o)
$XVWUDOLD

$XVWULD

%HOJLXP

&DQDGD

&D\PDQ ,VODQGYV

&KLQD

"HQPDUN

JLQODQG

JUDQFH

*HUPDQ\

+RQJ .RQJ

,UHODQG

,WDO\

-DSDQ

.RUHD 5HSXEOLF 21
IX[HPERXUJ
1HWKHUODQGYV

1RUZD\

4DWDU

6LQIJDSRUH

6SDLQ

6ZHGHQ
8QLWHG $UDE (PLUDWHYV
8QLWHG .LQJGRP
8QLWHG 6WDWHV
2WKHU &RXQWULHV

211l EDODQFH VKHHW H[SRVXUHV
*HUPDQ\

7RWDO

oo oocooco0oo0oo0co0co0coO0co0coO0cO0O0O0CO0CO0OO0COCOCOCOO O OO

oo ocoooooco0cococo0co0>o0cco0co0>O0>O0cO0O0O0CO0COCOCOCOCOCOC O OO
oocoococoocoocococo0co0co0co0co0>co0>o0co0>o00O0O0O0O0O0OO0CO0COCOCOO O

1RWH 2WKHU FRXQWULHV LQFOXGHV PXOWLODWHUDO GHYHORSPHQW EDQNV DQG LQWHUQD\
VHOHFWHG FROXPQV LQ UHODWLRQ WR SURYLVLRQV DQG IDLU YDOXH FKDQJHV WR QRQ SHUIF
KDYH QRW EHHQ GLVFORVHG

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEH



““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7DEOH (8 &5 3HUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV DQG UHOD

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V RQ EDODQFH VKHHW ORDQV D(
7KH FDUU\LQJ YDOXHY DUH SUHVHQWHG E\ SHUIRUPLQJ DQG QRQ SHUIRUP

FODVVLILFDWLRQ ZKHUH DSSOLFDEOH )XUWKHU LW SUHVHQWY WKH FDL
UHFHLYHG

&ROODWHUDO DQG ILQI
*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW JXDUDQWHHY UHFHLY

SHUIRUPLQJ H[SRVXUHV O
DFFXPXODWHG LPSDLUPHQW
SBHUIRUPLQJ H[SRRNQAWHWIRUPLQJ H[SRVXUHINQG SURYLVLRQV

$W '"HFHPEHU 21 21 21 21 21 21 2Q 2Q QRQ
ZKLFK ZKLFK ZKLFK ZKLFK ZKLFK ZKLFBHUIRUPSQUIRUPLQJ

P VWDJHVWDJH VWDJHVWDJH VWDJHVWDJHH[SRVXUMNRVXUHV
&DVK EDODQFHV DW
FHQWUDO EDQNV DQG
RWKHU GHPDQG
GHSRVLWV 0o o) o) o] o o
/IRDQV DQG
DGYDQFHV o] o o) (o) o] (0] o o
*HQHUDO

JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO

FRUSRUDWLRQV
'"HEW VHFXULWLHYV o) o) ) (o) o) o o] o

*HQHUDO

JRYHUQPHQWYV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO )

FRUSRUDWLRQV o] 0o o) o) o) o o] o o
1RQ ILQDQFLDO i

FRUSRUDWLRQV o] o o) (o) o] o] o o o
21l EDODQFH VKHHW
H[SRVXUHV

&UHGLW LQVWLWXWLRQV

2WKHU ILQDQFLDO ]

FRUSRUDWLRQV O o] o) o]
7RWDO

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW E
RIIV

7TDEOH (8 &5 $ ODWXULW\ RI H[SRVXUHYV

7KLY WDEOH VKRZV WKH FDUU\LQJ YDOXH RI WKH (XURSHDQ EDQN V RQ D

VHEXULW\ H[SRVXUHV E\ PDWXULW\ KRUL]JRQ &DVK SODFHPHQWV DW FH(
H[FOXGHG

1HW H[SRVXUH YDOXH

$W "HFHPEHU ! \HDU 1R VWDWHG
P 2Q GHPDQG \HDU \HDUV ! \HDUV PDWXULW\ 7RWDO
/RDQV DQG DGYDQFHV o] o]
"HEW VHFEXULWLHYV o] o
7RWDO
>,
2
BNY MELLON

5LVN 3LOODU 'LVFORVXUHXHFHPEH



"7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, &RXQWHUF\FOLFDO EXIIHUV

7TKHVH WDEOHV JLYH DQ RYHUYLHZ RI WKH JHRJUDSKLFDO GLVWULEXWLRQ
FDOFXODWLRQ RI WKH (XURSHDQ EDQN V FRXQWHUF\FOLFDO FDSLWDO EXII
JHRJUDSKLFDO H[SRVXUHV LQ OLQH ZLWK WKH FRXQWU\ ZKHUH WKH ILQD
ZKHUH WKH H[SRVXUH KDV EHHQ ERRNHG

7TDEOH (8 &&<% *HRJUDSKLFDO GLVWULEXWLRQ RI FUHGLW H[SRVXUF
FRXQWHUF\FOLFDO EXIIHU

7KH (XURSHDQ EDQN KDV H[SRVXUHV WR WKH IROORZLQJ FRXQWULHV UH(
EXIITHU 2WKHU FRXQWULHY UHSUHVHQW UHOHYDQW SULYDWH VHFWRU H[S
EXIITHU UDWH LQ SIOBHREEBEVYV DW

*HQHUDO
FUHGLW 2ZQ IXQG UHTXLUHPHQWYV

H[SRVXUHYV

SEHOHYDQW
([SRVXJWBHHFXULWLVDWLR|Q VHFXULWLVDWLRQ 2ZQ IXQG
$W '"HFHPI[EHU YDOXH H[SRVXUH7RWDB®HOHYDQWRVLWLRQV UHTXLUHPHQWYV
VWDQGDUGYDIWEH QGRORVKBHHGLW WRMNWUDGLQJ ZHLIKW\&R & <%
P DSSURPMKUDGLQJ ERRNO¥HSRVXUHV ERRN 7RWDOG:($
IX[HPERXUJ o) (o]
1RUZD\ 0o (o]
+RQJ .RQJ ) 6] ) o) (o] o] o] (o]
2WKHU FRXQWULHV 0

7RWDO

1RWH ([SRVXUH DSSURDFKHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QR

7TDEOH (8 &&<% $PRXQW RI LQVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFI

$W '"HFHPEHU
P

7TRWDO ULVN H[SRVXUH DPRXQW
,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU UDWH

,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU UHTXLUHPHQW

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEH
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$SUWLFOH &55 ,, 8VH RI WKH 6WDQGDUGLVHG $SSURDEFK
6WDQGDUGLVHG QHW FUHGLW H[SRVXUH E\ 6WDQGDUC
FRXQWHUBWUMRAHPEHU FRXQWHUSDUW\ DW -XQH

1RWH

0% 0XOWLODWHUDO GHYHORSPHQW %DQNV

36( 3XEOLF VHFWRU HQWLWLHYV

5*/$  S5HJLRQDO JRYHUQPHQWYV ORFDO DXWKRULWLHV

&,8 &ROOHFWLYH LQYHVWPHQWY XQGHUWDNLQJV

7KH VWDQGDUGLVHG DSSURDFK UHTXLUHV WKH (XURSHDQ EDQN WR XVH |
5DWLQJ $VVHVVPHQW ,QVWLWXWLRQV (&%,V WR GHWHUPLQH WKH ULVN

(XURSHDQ EDQN XVHV 6 3 *OREDO 5DWLQJY DQG ORRG\xV DV LWV (&%$,V 7K
GXULQJ WKH SHULRG

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 &5 6WDQGDUGLVHG DSSURDFK O &UHGLW ULVN H[SRVXUH D

7KLV WDEOH VKRZV WKH HIIHFW RI WKH VWDQGDUGLVHG DSSURDFK RQ \
(XURSHDQ EDQN EDVHG RQ LWV H[SRVXUHV XQGHU WKH SUXGHQWLDO UHJX
5:9 GHQVLW\ SURYLGHV D VIQWKHWLF PHWULF RQ WKH ULVNLQHVYV RI HD

$V DWHFHPEHU WKH (XURSHDQ EDQN UHFRJQLVHG D PLOOLRQ HTXLW\ HI¢
LWV SDUWLFLSDWLRQ LQ 6:,)7 LQ SULRU GLVFORVXUHV WKLV KDG EHHQ UF
D FDSLWDO GHGXFWLRQ

([SRVXUHV EHIRUH &&) D[GR\&EWHY SRVW &&) DQG &50

$W  'HFHPEHU 2Q EDODQF2Il EDODQFRBQ EDODQF®II EDODQFH
P VKHHW DPRXKQHHW D P RXIQMHW DP RXIQMHW DPR X QW 5:3 GHQVLW\

&HQWUDO JRYHUQPHQWYV RU FHQWUDO EDQN® o

5HJLRQDO JRYHUQPHQW RU ORFDO )

DXWKRULWLHYV o (e}

3XEOLF VHFWRU HQWLWLHV o} 0

OXOWLODWHUDO GHYHORSPHQW EDQNV o] o

,QWHUQDWLRQDO RUJDQLVDWLRQV o} o}

,QVWLWXWLRQV

&RUSRUDWHYV

&RYHUHG ERQGV

&ROOHFWLYH LQYHVWPHQW XQGHOWDNLQJV o

(TXLW\
2WKHU LWHPV

7RWDO

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW El

7TDEOH (8 &5 6WDQGDUGLVHG DSSURDFK

7KLY WDEOH VKRZV WKH EUHDNGRZQ RI WKH (XURSHDQ EDQN V RQ DQG RII
UHIJXODWRU\ VFRSH DIWHU WKH DSSOLFDWLRQ RI ERWK FRQYHUVLRQ IDFWF

$W "HEHPEHU 5LVN ZHLJKW

P | 7RWDSQUDWHG
&HQWUDO JRYHUQPHQWYV RU ] ) ] ) ] )
FHQWUDO EDQNYV o o) o] o} o) o] o]
5HJLRQDO JRYHUQPHQW RU ORFDO ] ) ] ) ] )
DXWKRULWLHV o o) o] o} o) o] o]
3XEOLF VHFWRU HQWLWLHV O o) o]
0OXOWLODWHUDO GHYHORSPHQW
EDQNV o} o) o]
,QWHUQDWLRQDO RUJDQLVDWLRQV O (o] o]
,QVWLWXWLRQV o] o] (o) o]
&RUSRUDWHYV o 0o o] o]
&RYHUHG ERQGV 6] o o) 6] o) ) o) o

&ROOHFWLYHLQYHVWPHQW
XQGHUWDNLQJV

O
o
@]
@]

(TXLW\ o] 0o o)
2WKHU LWHPV o) o)
7RWDO

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EI

‘
;’»
BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$SUWLFOH &55 ,, &UHGLW ULVN PLWLIDWLRQ WHFKQLTX

5HSUHVHQWLQJ HOLJLEOH FROODWHUDO IRU WKH (XURSHDQ EDQN V RQ EDODQFH VKHHW FD
IURP WKH DGMXVWHG FROODWHUDO HOLJLEOH XQGHU &25(3 ([FOXGHV RIIl EDODQFH VKHHW HI!

IHWWLQJ

7KH (XURSHDQ EDQN PDQDJHV FUHGLW ULVN WKURXJK D YDULHW\ RI FUHGL
PDVWHU QHWWLQJ DJUHHPHQWY DQG QHWWLQJ DUUDQJHPHQWYV

7KH (XURSHDQ EDQN IDFLOLWDWHY FXVWRPHU VHWWOHPHQW DFWLYLW\ ZI
PXOWLSOH DFFRXQWYVY 2Q EDODQFH VKHHW QHWWLQJ DJUHHPHQWY KDYH
LOQVRIDU DV WKH DPRXQWYVY GXH IURP FXVWRPHUV FDQ EH UHFRUGHG RQ D C

7KH (XURSHDQ EDQN DOVR KDV PDVWHU QHWWLQJ DJUHHPHQWY 01$V ZL)\
HOLJLEOH LQWHUFRPSDQ\ EDODQFHV ZLWK LQGLYLGXDO LQWHUJURXS H
DJUHHPHQWY DUH LQ SODFH RQH ZLWK WKH %DQN RI 1HZ <RUN OHOOR
, QWHUQDWLRQDO /LPLWHG 7KH DJUHHPHQWY PHHW WKH UHTXLUHPHQW\
SXUSRVHV 'HULYDWLYHV DQG RWKHU U4XDOLILHG )LQDQFLDO &RQWUDFW
HVWDEOLVK WKH DJJUHJDWHG H[SRVXUH WR %1< OHOORQ &RUS DV D FRQQ
HDFK 01%$ LV DGGHG WR WKH H[SRVXUHV WKDW DUH QRW HOLJLEOH WR DQ
HIHPSWLRQ XQGHU WKH %HOJLDQ 5R\DO '"HFUHH

, QWHUQDWLRQDO 6zZDSV DQG '"HULYDWLYHV $VVRFLDWLRQ ,6'$ ODVWHU 9
FRXQWHUSDUW\ FUHGLW ULVN 7KH ,6'$ $JUHHPHQW LQFRUSRUDWHV VFK
FXVWRPL]H WKH WHUPV DQG FRQGLWLRQV WR WKHLU PXWXDO VDWLVIDFWL
VHEXULW\ DQG RWKHU PDWWHUYV

&ROODWHUDO YDOXDWLRQ DQG PDQDJHPHQW

7KH (XURSHDQ EDQN FDQ UHFHLYH FROODWHUDO IURP D FRXQWHUSDUW\
HTXLWLHYVY DQG GHEW VHFXULWLHYV 7KH (XURSHDQ EDQN DOVR KDV WKH
GHIDXOW E\ WKH FRXQWHUSDUW\

&ROODWHUDO DPRXQWY DUH PDUNHG WR PDUNHW RQ D GDLO\ EDVLV WR H(
PLWLIJDWLRQ YDOXH 6HFXULWLHY DUH PDUNHG WR PDUNHW GDLO\ DQG KD
WKH HYHQW RI WKH YDOXH RI WKH FROODWHUDO VXGGHQO\ UHGXFLQJ LQ Y

&ROODWHUDO W\SHYV

7KH PRVW LPSRUWDQW W\SH RI FROODWHUDO LV WKH FRYHUDJH RI QR
FRXQWHUSDUWLHY E\ D SRRO RI FROODWHUDO FRQVLVWLQJ RI (8 VRYHUHLZ

>
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-7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
*XDUDQWRUV DQG FUHGLW GHULYDWLYH FRXQWHUSDUW\

6HH VHEWLR HerW FrRoEllowuDwLRO ULVN

:URQJ ZD\ ULVN

7KH (XURSHDQ EDQN WDNHV SDUWLFXODU FDUH WR HQVXUH WKDW ZURQJ Z
H[LVW :URQJ zZD\ ULVN UHVXOWV ZKHQ WKH H[SRVXUH WR WKH FRXQWHU
TXDOLW\ GHWHULRUDWHYV

&UHGLW FRQFHQWUDWLRQ ULVN

&UHGLW &RQFHQWUDWLRQ ULVN LV WKH ULVN RI ORVV UHVXOWLQJ IUR
GLYHUVLILFDWLRQ LQFOXGLQJ VLQJOH QDPH LQGXVWU\ DQG FRXQWU\ FR(
(XURSHDQ EDQN RULJLQDWHV PRVWO\ WKURXJK WKH (XURSHDQ EDQNxV E
DSSHWLWH WR SODFH IXQGV RQO\ ZLWK LQVWLWXWLRQV KDYLQJ DQ LQWH
H[WHUQDO UDWLQJ RI %DD %%% UHVSHFWLYHO\ :KLOVW WKLV DSSURDF
SODFHPHQW FRXQWHUSDUWLHY DV ZHOO DV WKH GHSRVLW VSUHDG LW DO
OLNHO\ WR GHIDXOW

,Q DGGLWLRQ WR HQVXUH FRPSOLDQFH ZLWK WKH /DUJH ([SRVXUHV DQG
&UHGLW 3ROLF\ OLPLWV *URXS &UHGLW 5LVN DSSURYDO WR PLOOLRQ S
PDUNHW SODFHPHQWV WR PLOOLRQ WKHUHE\ HQVXULQJ WKDW H[SRVXU
FDSLWDO LQ OLQH ZLWK $UWLFOH DV DPHQGHG E\ &55 ,,

7TDEOH (8 &5 &50 WHFKQLTXHYVY RYHUYLHZ 8VH RI FUHGLW ULVN PLWL

7KLY WDEOH VKRZV WKH H[WHQW RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXI
RQ EDODQFH VKHHW FDUU\LQJ YDOXHV LQFOXVLYH RI SODFHPHQWY DW FH
DQG RWKHU HOLJLEOH FROODWHUDO FDQ LQFOXGH FDVK GHEW VHFXULW
DFFRXQW IRU WKH SXUSRVHV RI FDOFXODWLQJ WKH ULVN ZHLJKWHG H[SRV.

6HFXUHG FDUU\LQJ DPRX

21 ZKLFK 21 ZKLFK
8QVHFXUHG 21 ZKLFK VHFXUHG EVHFXUHG E\

$W 'HFHPEHU FDUU\LQJ VHEXUHG E\ ILQDQFLDO FUHGLW

P DPRXQW FROODWHURDUDQWHHIMHULYDWLYHYV
/RDQV DQG DGYDQFHV 0 0
"HEW VHFXULWLHV 0 © ©
7RWDO @

21 ZKLFK QRQ SHUIRUPLQJ H[SRVXUHV © @ © @

21 ZKLFK GHIDXOWHG 6 6

7KHUH DUH QR H[SRVXUHV FRYHUHG EFHPHEGLIW SSHQLY DXNOLYHYWIHWAY KDV W
UHSODFLQJ WKH ULVN ZHLJKW RI WKH XQGHUOLQJ H[SRVXUH ZLWK WKDW
*XDUDQWRUY DUH SULPDULO\ UDWHG DV LQYHVWPHQW JUDGH

7KH DPRXQW VHFXUHG DW \HDU HQG UHODWHYVY WR FROODWHUDO UHFHLYHG
UHGXFWLRQ LQ FROODWHUDO RYHU WKH SULRU UHSRUWLQJ SHULRG ZDV C
\HDU HQG ZKLFK GURYH WKH PDMRULW\ RI FROODWHUDO UHFHLYHG LQ WKH

>
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’7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, ([SRVXUHV WR FRXQWHUSDUW\ FUHGLYV

&ERXQWHWIBIGBWW ULVN LV WKH ULVN RI D FRXQWHUSDUW\ WR D FRQWUDFW
ERRN GHIDXOWLQJ EHIRUH IXOILOOPHQW RI FDVK IORZ REOLJDWLRQV 7KF
DSSOLFDWLRQ RI QHWWLQJ RU FROODWHUDO DJUHHPHQWY ZLWK WKH FRXQ

$vV DW'HFHPEHU WKH (XURSHDQ EDQN GLG QRW KDYH DQ\ FRXQWHUSDUYV
GHULYDWLYHV RU FHQWUDO FRXQWHUSDUWLHYV

7TDEOH (8 &&5 $QDO\VLV RI &&5 H[SRVXUH E\ DSSURDFK

7KLYV WDEOH VKRZV D FRPSUHKHQVLYH YLHZ RI WKH PHWKRGV DQG SEC
&RQVROLGDWHG WR FDOFXODWH LWV FRXQWHUSDUW\ FUHGLW ULVN

6% &&5 LV D QRQ PRGHOOHG DSSURDFK IRU PHDVXULQJ WKH FRXQWHUSI
GHULYDWLYHV 7KLV QHZ DSSURDFK XQGHU &55 ,, UHSODFHV WKH PDU
FDOFXODWLRQ RI WKH GHULYDWLYH H[SRVXUH DPRXQW 7KH QHZO\ FDOFXO
FDOFXODWLQJ 5LVN :HLJKWHG $VVHWV &UHGLW 9DOXH $GMXVWPHQW /DUJ

6$ &&5 LV PRUH ULVN VHQVLWLYH WKDQ WKH H[LVWLQJ QRQ PRGHOOHG F
PDUJLQHG DQG XQ PDUJLQHG WUDQVDFWLRQV DQG SURYLGHY PRUH PHDQL

$0SKD
IR
3RWH:! FRPSX\
X W UHJXO ([SRVX ([SRVX
$W 'HFHPEHU 5HSODFF H[SRV H[SRV YDOXH YDOXH ([SRVX
P FRVW 3)( ((3( YDC &5¢ &5¢ YDC 5:($
6$ &&5 IRU GHULYDWLYHYV
JLQDQFLDO FROODWHUDO FRPSUHKHQVLYH ) ) ) )
PHWKRG IRU 6)7V o o o o]

7RWDO

1RWH 1RQ DSSOLFDEOH PHWKRGRORJLHVY KDYH QRW EHHQ GLVFORVHG

BNY MELLON
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"7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
7TDEOH (8 &&5 6WDQGDUGLVHG DSSURDFK O &&5 H[SRVXUHV E\ UHJXO
ZHLIJKWYV

7KH WDEOH EHORZ VKRZV WKH (XURSHDQ EDQN V &RQVROLGDWHG GHULYI
FUHGLW ULVN SUHVHQWHG E\ HITSRVXUH FODVV DQG DSSOLFDEOH ULVN ZHLI

7RV
H[SRV
YDC

$W  'HFHPEHU
P

&HQWUDO JRYHUQPHQWYV RU FHQWUDO EDQNYV
,QVWLWXWLRQV ) o)
&RUSRUDWHYV ) o

7TRWDO H[SRVXUH YDOXH

I1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EI

7TDEOH (8 &&5 &RPSRVLWLRQ RI FROODWHUDO IRU &&5 H[SRVXUHYV
7KLY WDEOH SURYLGHV DQ RYHUYLHZ RI WKH FROODWHUDO KHOG RQ H[SRYV

&ROODWHUDO XVHG LQ GHULYDWLYH WUDQVDFWL&R¥ODWHUDO XVHG LQ

)DLU YDOXH RI|FROO)DAH UYD X H | SROWHG&DOXH RIIFROOMWHUDDXD XH RI SRVW
W "HEHPEHU UHFHUYHG FROOOWHUDO UHFHIEYHG FROODWHUDO

6HIJUHIDBSNGHIUHJBWBIGHJID 8VGNGHIJUH J D6W BIIGH J D 3V\GH JU H J BBW BIGH I D 3MP\GHIUHJIDWH G

GRPHVWLEF, . . . | .
F\ (0] (0] (0] O o o
R
F

(0]

I

WKHU
LHV

TIRe TR

Q
o]
Q

O XU XO |Tv
S C CL
g X CX

H
(0]

~

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW El

&UHGLW YDOXDWLRQ DGMXVWPHQW

7KH FUHGLW YDOXDWLRQ DGMXVWPHQW LV WKH FDSLWDO FKDUJH IRU SRW
GHWHULRUDWLRQ RI D FRXQWHUSDUW\ 7KH VWDQGDUGLVHG DSSURDFK XVt
LQFOXGHV WKH HIITHFWLYH PDWXULW\ DQG H[SRVXUH DW GHIDXOW

7TDEOH (8 &&5 7UDQVDFWLRQV VXEMHFW WR RZQ IXQGVY UHTXLUHPHQYV
7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V FUHGLW YDOXDWLRQ DGMXVWPF

$W  'HFHPEHU
P ([SRVXUH YDOXH 5:(3$

7TUDQVDFWLRQV VXEMHFW WR WKH 6WDQGDUGLVHG PHWKRG

7TRWDO WUDQVDFWLRQV VXEMHFW WR RZQ IXQGV UHTXLUHPHQWYV IRU &9% ULVN

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW El

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
SUWLFOH &55 ,, $VVHW (QFXPEUDQFH

7KH (XURSHDQ EDQN KDV D FROODWHUDO DJUHHPHQW ZLWK (XURFOHDU WHF
(XURSHDQ EDQN LQYHVWYV LQ YDULRXV ERQGYVY WKHVH KDYH EHHQ IXUWKHU

7KH FDUU\LQJ DQG IDLU YDOXH RI HQFXPEHUHG DVVHWYV E\ W\SH EDVHG RC

7TDEOH (8 $( (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV
&DUU\LQJ DPRXQW RILU YDOXH RI
&DUU\LQJ DPRXQW R)JDLU YDOXH RRHQFXPEHUHBQHQFXPEHUHG
HQFXPEHUHG DWWQHWVFEHUHG DVVHWYV DVVHWYV DVVHWYV
RI ZKIFK RI ZKIFK
QRWLR/QDOO\| QRWLR|QDOO\| RI ZKIFK RI ZKIFK
HOLJ|LEOH HOLJ|LEOH (+4/% (+4/%
$W "HFHPEHU (+4/$ DQG (+4/$ DQG D Q|G D Q|G
P +4/% +4/% +4/% +4/%
$VVHWV Rl WKH UHSRUWLQJ LQVWLWXWLRQ
(TXLW\ LQVWUXPHQWYV (o] e} (o] e} o] o o o
"HEW VHFXULWLHV
Rl ZKLFK FRYHUHG ERQGYV
Rl ZKLFK VHFXULWLVDWLRQV O o] ) o] o o]

Rl ZKLFK LVVXHG E\ JHQHUDO JRYHUQPHQWYV

Rl ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV

RI ZKLFK LVVXHG E\ QRQ ILQDQFLDO
FRUSRUDWLRQYV

2ZWKHU DVVHWYV

1RWH +4/$ +LJK 4XDOLW\ /LTXLG $VVHWYV (+4/$ ([WUHPHO\ +LJK 4XDOLW\ /LTXLG $VVHWYV

1RWH 7KLV WHPSODWH ZDV UHSXEOLVKHG LQ -DQXDU\ WR UHIOHFW D UHYLVHG FDOFXODW
2WKHU $VVHWYV

BNY MELLON
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7TDEOH (8 $¢( &ROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHV L
8QHQFXPEHUHG
)DLU YDOXH RI HQFXPERUHRG FROODWHUDO
UHFHLYHG RU RZQ GHEW iy HF XBloXHHX | FROODWHUDO |
LVVXHRZQ GHEW VHEXULWLHV LVVXHG
IRU HQFXPEUDQFH
Rl ZKIFK
$W '"HFHPEHU QRWLRQDO®\ HOLJLEOH Rl ZKLFK (44/%$
P (+4/$ DQG +4/% DQG +4/%
&ROODWHUDO UHFHLYHG E\ WKH GLVFORVLQJ DQVWLWXW LR®
/IRDQV RQ GHPDQG o} o
(TXLW\ LQVWUXPHQWYV o} o}
"HEW VHFXULWLHV (o] o]
Rl ZKLFK LVVXHG E\ JHQHUDO JRYHUQPHQWVO o]
/RDQV DQG DGYDQFHV RWKHU WKDQ ORDQV RQOGHPDQG o]
2WKHU FROODWHUDO UHFHLYHG (o] o]
2ZQ GHEW VHFXULWLHV LVVXHG RWKHU WKDQ RZQ FRYHUHG
ERQGV RU VHFXULWLVDWLRQV o o} o} o
2ZQ FRYHUHG ERQGYV DQG VHFXULWLVDWLRQ LVVXHG DQG QRW
\HW SOHGJHG o} o]
7RWDO FROODWHUDO UHFHLYHG DQG GHEW VHFXULWLHV LVVXHG
7DEOH (8 $( 6RXUFHV RI HQFXPEUDQFH
$VVHWY FROODWHHI
UHFHLYHG DQG RZQ GH
VHFXULWLHV LVVXHG R
ODWFKLQJ OLDEKDQWIRWHUHG ERQGV
$W "HFHPEHU FRQWLQJHQW OLDELOLWHRXWRWLVDWLRC
P VHFXULWLHY OHQWQFXPEHUHG

&DUU\LQJ DPRXQW RI VHOHFWHG ILQDQFLDO OLDELOLWLHYV

BNY MELLON
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'LVFORVXUHXHFHPEHU



$FFRPSDQ\LQJ QDUUDWLYH

(8 $(
DO QDUUDWLYH LQIRUPD
E

7TDEOH

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

anxfoX>50
LQQHHWRHU
| UD EG

I0n°_OpZo
GKQ%HNSWDO
x%q 9 25
> ow0> T

>zx uwloot
mRQRGDVHUW
Enanocosoxo

M“EDDSLFFG

UDQFH

oa

RQVROLGDW!

14
W
K
KU

IOHD WU (BS$HD @ QED

HO B XQRSE WK H GL PGHREJWY D\QHF
WHELRGQ WRX V(XURFD
UHSR VHFXULWLHYV
KHOG DW \HDU HQG

R IF REFRRQLWVHY WGR F WHKGIL

QX —x -
—0XNO&»

BNY MELLON
3LOODU 'LVFORVXUHXHFHPEHU

< o

5LVN




07KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, ([SRVXUH WR PDUNHW ULVN

ODUNHW ULVN LV GHILQHG DV WKH ULVN DULVLQJ IURP DGYHUVH FKDQJH L
UDWHYV LPSOLHG YRODWLOLWLHYV RU FRUUHODWLRQV RI PDUNHW ULVN ILC
LOQWHUHVW UDWHYV IRUHLJQ H[FKDQJH UDWHYV PDUNHW OLTXLGLW\ HTXLW)
SULFHV DQG LVVXHU ULVN DVVRFLDWHG ZLWK WKH (XURSHDQ EDQNxV WUDC(

ODUNHW ULVN LV D VI\VWHPLF ULVN ORYHPHQWY LQ PDUNHWY DUH EH\RQG
(XURSHDQ EDQN LV UHYLHZHG EHORZ LQ WZR FRQWH[WV LPSDFW RQ EI
FRQVHTXHQWO\ LWV SURILWDELOLW\

7KH &RUSRUDWH 7UHDVXU\ ); VZDS DFWLYLW\ LV FODVVLILHG DV KHOG IR
ODUNHWYV ); WUDGLQJ DQG VDOHYVY DFWLYLW\ KDG EHHQ RSHUDWLQJ RQ D I
ZLWK %1<0 /RQGRQ %UDQFK XQWLO I1RYHPEHU 8QWLO WKLV SRLQW 1
ERRN RI WKH (XURSHDQ EDQN IRU WKLV DFWLYLW\ 7KH EDFN WR EDFN PRG
RSWLRQDO GHULYDWLYHV ); 6SRW )RUZDUG 6zZDS 1') LQ WKH WUDGLQ.
DIRUHPHQWLRQHG OLYH GDWH

7KH (XURSHDQ EDQN LV FXUUHQWO\ H[SRVHG WR ILYH W\SHV RI PDUNHW
$GCGMXVWPHQW &9% F LOWHUHVW UDWH ULVN G FUHGLW VSUHDG ULVN

a WKH (XURSHDQ EDQN V UHYHQXHY DUH GHQRPLQDWHG LQ D PL[ RI FX
(XURSHDQ EDQNxV FRVWY DUH GHQRPLQDWHG LQ (XUR $SDUW IURP
UHYHQXHV DQG FRVW WKH (XURSHDQ EDQN LV QRW VLJQLILFDQWO\ HJ

a &UHGLW 9DOXDWLRQ $GMXVWPHQW &9% ULVN UHODWHV WR WKH
PDQDJHPHQW DQG ); VZDSV FOLHQW DFWLYLW\

a WKH (XURSHDQ EDQN V LQWHUHVW UDWH LQFRPH LV VXEMHFW WR WK
JHUR RU EHORZ WKH (XURSHDQ EDQN FDQQRW SDVV DOO RI WKH LQW
ULVN LQ WKH EDQNLQJ ERRN ZLOO DOVR DULVH IURP PDWXULW\ RU
LQFOXGH HPEHGGHG RSWLRQDOLW\ WKH ULVN FRXOG FU\WWDOOL]H Z
\LHOG FXUYH

a WKH VHFXULWLHVY SRUWIROLR EHDUVY DGGLWLRQDO FUHGLW VSUHDG U

4 SHQVLRQ ULVN LQ WKH (XURSHDQ EDQN DULVHV IURP WKH GHILQHG E
'"HILQHG EHQHILW SODQV FRQVWLWXWH D ULVN EHFDXVH WKH (XURSH
IXQGxV JXDUDQWHHG SHQVLRQDEOH DPRXQW 2QO\ WKH %HOJLXP DQG
(XURSHDQ EDQN

< _g
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¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 05 ODUNHW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK

7KLV WDEOH VKRZV WKH FRPSRQHQWYVY Rl WKH ULVN ZHLJKWHG DVVHWV IF
7KH (XURSHDQ EDQN GLG QRW KDY BRERSWLRQV DV DW

$W "HFHPEHU
p 5:($V

2XWULJKW SURGXFWV

,QWHUHVW UDWH ULVN JHQHUDO DQG VSHFLILF

JRUHLJQ H[FKDQJH ULVN

6HFXULWLVDWLRQ VSHFLILF ULVN o

7RWDO

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW El
7KH (XURSHDQ EDQN LV H[SHFWHG WR WUDQVLWLRQ WKH FDOFXODWLRQ R/
$SSURDFK IUDPHZRUN GXULQJ RQFH WKH UHTXLUHPHQW EHFRPHV ELQ
FDOFXODWLRQV XQGHU WKLV QHZ I[UDPHZRUN DUH UHSRUWHG EXW DUH QR\

7UDGLQJ SRUWIROLRYV

7KH SULQFLSDO WRROV XVHG WR PHDVXUH DQG FRQWURO PDUNHW ULVN Z
DQG 6WUHVVHG 9D5 7KH 9DOXH DW 5LVN 9D 5 Rl D WUDGLQJ SRUWIROLRF
ZLWK D VSHFLILHG SUREDELOLW\ FRQILGHQFH OHYHO LQ WKH SRUWIROLR
PRGHO LV KLVWRULFDO VLPXODWLRQ EDVHG DQG WDNHYVY PDUNHW GDWD F
FRUUHODWLRQ EHWZHHQ ULVN IDFWRUV WR PRGHO D ZLGH UDQJH RI SOD>
7KH (XURSHDQ EDQN V 9D5 PRGHO XVHV D FRQILGHQFH OHYHO DVVXPHYV
WKH (XURSHDQ EDQN V EDVH FXUUHQF\ RI 86 'ROODUV 7KH 6WUHVYV 9D5 P
XVHV D 6WUHVV SHULRG GHHPHG WR EH WKH PRVW VHYHUH IRU WKH HQW!
EDVLV

7KH *URXS 9D5 PRGHOV DUH VXEMHFW WR UHJXODU YDOLGDWLRQ E\ WKH
WKH\ FRQWLQXH WR SHUIRUP DV H[SHFWHG DQG WKDW DVVXPSWLRQV XVH
SDUW RI WKH YDOLGDWLRQ SURFHVV WKH SRWHQWLDO ZHDNQHVVHV RI W
VXFK DV EDFN WHVWLQJ

7KH *URXS XVHV 9D5 OLPLWYV IRU WRWDO PDUNHW ULVN DQG WKH RYHUDC
DSSURYDO E\ WKH H[HFXWLYH FRPPLWWHH 9D5 DQG 6WUHVVHG 9D5 OLF
PHDVXUHG GDLO\ EDVLV ZLWK XWLOLVDWLRQ UHSRUWYV VXEPLWWHG WR EF
PDQDJHPHQW 6XPPDULHVY DUH VXEPLWWHG WR WKH ([&R RQ D PRQWKO\
EUHDFKHG

,Q OLQH ZLWK UHJXODWRU\ UHTXLUHPHQWY DQG WR VHUYLFH WKHLU (8 F
PDUNHW ULVN RQ 1RYHPEHU SULRU WR WKDW ODUNHWY WUDGLQJ DC
EDFN WR EDFN EDVLV ZLWK WKH ,QVWLWXWLRQDO %DQN

7KH IROORZLQJ LV D VXPPDU\ Rl WKH 9D5 DQG 6WUHVVHG 9D5 SRVLWLRQ R
'"HFHPEHU

86' PLOOLRQV 'HF -XQ

9DOXH DW 5LVN
6WUHVVHG 9DOXH DW 5LVN

BNY MELLON
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= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, 2SHUDWLRQDO ULVN PDQDJHPHQW

2SHUDWLRQDO ULVN LV WKH ULVN RI ORVV UHVXOWLQJ IURP LQDGHTXDWH
HIWHUQDO HYHQWY LQFOXGLQJ OHJDO ULVN EXW H[FOXGLQJ VWUDWHJILF C

2SHUDWLRQDO ULVN PD\ DULVH IURP HUURUV LQ WUDQVDFWLRQ SURFHYV
FRPSOLDQFH UHTXLUHPHQWY LQWHUQDO RU H[WHUQDO IUDXG GDPDJH WHF
VI\VWHPV IDLOXUHY RU RWKHU HYHQWY 2SHUDWLRQDO ULVN FDQ DOVR DI
FROQVHTXHQFH RI QRQ FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPHQWYVY SU>

.H\ RSHUDWLRQDO ULVNV IRU WKH (XURSHDQ EDQN LQFOXGH
LQWHUQDO DQG H[WHUQDO IUDXG

EXVLQHVYV GLVUXSWLRQ DQG VA\VWHP IDLOXUHYV
GDPDJH WR SK\VLFDO DVVHWYV

HPSOR\PHQW SUDFWLFHY DQG ZRUNSODFH VDIHW\ DQG
FOLHQWY SURGXFWY DQG EXVLQHVYVY SUDFWLFHV

Q@ Q@ Q

*LYHQ WKH (XURSHDQ EDQNxVY UROH DV D PDMRU FXVWRGLDQ SURFHVVLC
EDQOQN FRQVLGHUV WKDW RSHUDWLRQDO ULVN LV DQ LPSRUWDQW ULVN ,QG

2SHUDWLRQDO ULVN PDQDJHPHQW IUDPHZRUN

7KH (XURSHDQ EDQN KDV LPSOHPHQWHG DQ 2SHUDWLRQDO 5LVN ODQDJHPF
%1< OHOORQ *URXS IUDPHZRUN 7KLV LV KLIKOLIJKWHG RQ WKH IROORZLQJ

< o
BNY MELLON
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

J)LIXUH 2SHUDWLRQDO 5LVN ODQDJHPHQW )J)UDPHZRUN

7KH 2SHUDWLRQDO 5LVN ODQDJHPHQW )UDPHZRUN 250) SURYLGHV WKH
VWUDWHJI\ RI PDQDJLQJ ULVN WKURXJK D FXOWXUH RI ULVN DZDUHQHVV D
SURFHGXUHY DQG UHSRUWLQJ DQG VXLWDEOH WRROV IRU UHSRUWLQJ DQ(
PRQLWRU DQG UHSRUW WKH ULVNV LQ DQ RUJDQL]JHG ZzD\ WR WKH DSSURSU

7KH 250) GHILQHV UROHV DQG UHVSRQVLELOLWLHV WKURXJK WKH JOREDO
D IRXQGDWLRQ 7KXV UHVSRQVLELOLW)\ IRU WKH PDQDJHPHQW RI 2SHUDWL
DQG IXQFWLRQV

7KH (XURSHDQ EDQN XVHV WKH 250) WR FDSWXUH DQDO\VH DQG PRQLWR
PDQDJH WKH 2SHUDWLRQDO 5LVNV RI WKH EXVLQHVYVY DUH PDQGDWHG WKU!|
SUHVFULEHG WKURXJK WKH HQWHUSULVH 2SHUDWLRQDO 5LVN SURJUDPPI
5HILRQDO &RPPLWWHHV VXFK DV WKH (0($ 6HQLRU 5LVN ODQDJHPHQW &RF
PDWHULDO ULVNV LQ IRUPLQJ LWV UHJLRQDO ULVN DVVHVVPHQW

7KH (XURSHDQ EDQN XWLOL]JHV FRPSUHKHQVLYH SROLFLHVY DQG SURFHGX
HQYLURQPHQW 7KH &RUSRUDWH 2SHUDWLRQDO 5LVN 3ROLFLHV DUH UHY|
DGRSWHG E\ DOO EXVLQHVVHYV /HIDO (QWLWLHV LQFOXGLQJ WKH (XURS
DFWLYLWLHY XQGHUWDNHQ LQ HDFK RI WKH EXVLQHVYVY OLQHV ZLWK RYHL
/(52 %HVLGHV %XVLQHVV 5LVN SDUWQHUV DQG /(52V RWKHU LQWHUQDO
SODFH WR VXSSRUW WKH VRXQG 2SHUDWLRQDO 5LVN PDQDJHPHQW RI WKH

ODQDJHPHQW RI RSHUDWLRQDO ULVN

7KH (XURSHDQ EDQN V 250) UHOLHVY RQ D FXOWXUH RI ULVN DZDUHQHVV D
5LVN SROLFLHY DQG SURFHGXUHV ZKLFK GHILQH WKH UROHV DQG UHVSR
'"HIHQVH 7KHVH SROLFLHVY DQG SURFHGXUHV FRPSOHPHQW HDFK RWKHU °
EXVLQHVYVY DUH HIIHFWLYHO\ LGHQWLILHG PDQDJHG PLWLIJDWHG ZKHUI
JRYHUQDQFH FRPPLWWHHY RQ D PRQWKO\ EDVLV

7KH (XURSHDQ EDQN XVHV WKH 250) WR FDSWXUH DQDO\VH DQG PRQLWRU
Rl KRZ WKH WRROV DUH XVHG WR PDQDJH WKH RSHUDWLRQDO ULVNV RI V
LQGLYLGXDO 2SHUDWLRQDO ULVN SROLFHV 7KHVH DFWLYLWLHV DUH SI
SURJUDPPH DVVHVVPHQW V\VWHPVY DQG UHODWHG SURFHVVHV LQFOXGLQJ

5LVN DSSHWLWH

%1< OHOORQ GHILQHY ULVN DSSHWLWH DV WKH DJJUHJDWH OHYHO RI ULVI
WRSLFV VXFK DV LWV VWUDWHJILF EXVLQHVYV REMHFWLYHY DQG EXVLQHVYV
LWV ULVN FDSDFLW\ 7KH (XURSHDQ EDQN KDV LQ OLQH ZLWK WKH (QWHU
VWDWHPHQW ZKLFK UHFRJQL]JHVY WKH LQKHUHQW QDWXUH RI 2SHUDWLRQDO

o
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
S5LVN UHJLVWHU

7KH (XURSHDQ EDQN PDLQWDLQV D ULVN UHJLVWHU ZKLFK FDSWXUHV WKH
XQGHUWDNHQ DQG WKH ULVN PLWLIJDWLRQV FXUUHQWO\ LQ SODFH 7KH 5
6HQLRU 5LVN 2IILFHUV RI HDFK /LQH RI %XVLQHVV J/R% 652V SLVN 0DQDJ
NH\ UHSUHVHQWDWLYHV IURP WKH /LQHV RI %XVLQHVV /HIDO (QWLWLHV F
5HJLVWHU LV SUHVHQWHG WKURXJK WKH OHJDO HQWLW\ JRYHUQDQFH VW
UHJXODUO\ DW OHDVW DQQXDOO\ RU XSRQ VLJQLILFDQW FKDQJH

5LVN FRQWURO VHOI DVVHVVPHQWY 5&6%

$ FRPSUHKHQVLYH SURFHVV IRU %XVLQHVYVY *URXSV DQG %XVLQHVV 3DUVWV
EXVLQHVYV SURFHVVHV LGHQWLI\LQJ DQG DVVHVVLQJ WKH TXDOLW\ RI FF
DFFRXQWDELOLW\ IRU WKH HIITHFWLYHQHVYV RI WKRVH FRQWUROV LQ SODFH

2SHUDWLRQDO ULVN HYHQWYV  25¢(

$ VWDQGDUG IRU WKH FDSWXUH QRWLILFDWLRQ DQG UHSRUWLQJ RI 2SHUD
SURYLGHV LQIRUPDWLRQ IRU DVVHVVLQJ WKH (XURSHDQ EDQNxV H[SRVXL
SURYLGHV LQVLIJKW LQWR WKH URRW FDXVH DQG LQIRUPDWLRQ RQ ZKHWKI
VAVWHPLF

25(v bUH PDSSHG WR %DVHO ,, RSHUDWLRQDO ULVN HYHQW FDWHJRULHV C
,QIRUPDWLRQ RQ RSHUDWLRQDO ULVN HYHQW ORVVHV RU JDLQV H[FHHGLC
FDXVH V DQG WR LGHQWLI\ LPSURYHPHQWY QHHGHG LQ RUGHU WR UHGX
HYHQWYVY $00 25(V RYHU DUH UHYLHZHG IRU URRW FDXVH DQG SRV
50& PRQWKO\

.HV ULVN LQGLFDWRUV .5,

.H\ ULVN PHWULFV GHVLJQHG WR PRQLWRU DFWLYLWLHV ZKLFK FRXOG FI
(XURSHDQ EDQN 3HULRGLF DQG FRQVLVWHQW PRQLWRULQJ RI .5,V HQVXUF}
FDQ EH LGHQWLILHG

/ILQH 21 %XVLQHVYV +LJK OHYHO $VVHVVPHQWYV +/$

7KH +LJK OHYHO $VVHVVPHQW LV D TXDOLWDWLYH DVVHVVPHQW DW WKH
FRQVROLGDWHG UHYLHZ RI GHWDLOHG 5&6% GDWD WKDW DQDO\VHV WKH U
SODFH WR PLWLJDWH ULVNV DQG LQWHUQDO DQG H[WHUQDO IDFWRUV LPSD

7KH +/$ LV GHVLIQHG WR HQVXUH WKDW %XVLQHVV %XVLQHVV 3DUWQHU'
GLVFXVV WKH ULVNV RI WKH EXVLQHVV LQFOXGLQJ PDWHULDO RSHUDWLR
H[HUFLVH WKH +/$ GRHV QRW SURYLGH VSHFLILF LQIRUPDWLRQ RQ OHJD
LQIRUPDWLRQ IRU WKH /(52 ZKR QHHGV WR IRUP D YLHZ RQ WKH ULVNV W
EDQN KDYH LGHQWLILHG

/HIDO (QWLW\ +LJK OHYHO $VVHVVPHQW /( +/%

ODWHULDO ULVN LGHQWLILFDWLRQ IRU WKH /HIJDO (QWLW\ LV XQGHUWDN
TXDOLWDWLYH DVVHVVPHQW SHUIRUPHG VHSDUDWHO\ IRU WKH OHJDO HQW
NH\ LQSXW WR WKH DVVHVVPHQW W LV D FRQVROLGDWHG UHYLHZ WKDW
FRQWUROV LQ SODFH WR PLWLJDWH ULVNV DQG LQWHUQDO DQG H[WHUQDO
HQVXUH WKDW WKH OHJDO HQWLWLHY DQG 5LVN ODQDJHPHQW LGHQWLI\ L
EDVLV W HQDEOHV FXUUHQW DQG HPHUJLQJ ULVNV WR EH LGHQWLILHG G

2SHUDWLRQDO ULVN VFHQDULR DQDO\VLY 256%

2SHUDWLRQDO ULVN VFHQDULR DQDO\VLV LV XVHG E\ WKH (XURSHDQ EDQN
SUREDELOLW\ 2SHUDWLRQDO ULVN ORVV HYHQWY XVLQJ D FRPELQDWLRQ F
MXGJHPHQW 6FHQDULR DQDO\VLYVY SURYLGHV D EURDG SHUVSHFWLYH RI UL
EXVLQHVY DQG ULVN PDQDJHUV DQG VXSSRUWY DQ XQGHUVWDQGLQJ RI K
6FHQDULR DQDO\WVLY DOVR VXSSRUWYV WKH FDOFXODWLRQ RI 2SHUDWLRQD (
IUHTXHQFLHY DQG VHYHULWLHY DV DQ LQSXW IRU 3LOODU $ 2SHUDWLRQTCL

o
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"7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
ORQLWRULQJ DQG UHSRUWLQJ

7KH (XURSHDQ EDQN XWLOL]JHVY D JOREDO SODWIRUP 5LVN ODQDJHPHQW
RSHUDWLRQDO ULVN

ORQLWRULQJ DQG UHSRUWLQJ RI RSHUDWLRQDO ULVNV RFFXU ZLWKLQ W
RYHUVLIKW IXQFWLRQV DV ZHOO DV GHFLVLRQ PDNLQJ IRUXPV VXFK DV EX

5HILRQDO &RPPLWWHHV VXFK DV WKH (0($ 6HQLRU 5LVN ODQDJHPHQW &RF
PDWHULDO ULVNV RI WKH (XURSHDQ EDQN LQ IRUPLQJ LWV UHJLRQDO ULVN

SROLFLHY DQG SURFHGXUHYV

7KH (XURSHDQ EDQN XWLOL]J]HV FRPSUHKHQVLYH SROLFLHV DQG SURFHGX
HQYLURQPHQW 7KH &RUSRUDWH 2SHUDWLRQDO 5LVN 3ROLFLHV DUH UHY|
DGRSWHG E\ DOO EXVLQHVVHV /HIDO (QWLWLHYV LQFOXGLQJ WKH (XURSHDQ

2UJDQLVDWLRQ DQG JRYHUQDQFH

'LWKLQ WKH (XURSHDQ EDQN EXVLQHVV ULVN SDUWQHUV RYHUVHH WKH D
ZLWK RYHUVLJKW IURP D /HIDO (QWLW\ SRLQW RI YLHZ WKURXJK WKH /(5
RWKHU LQWHUQDO IXQFWLRQV DOVR HQVXUH WKDW SURFHVVHV DUH LQ SO
RI WKH EXVLQHVV QRWDEO\

7THFKQRORJ\ ULVN PDQDJHPHQW 750

750 LV P°/LQH RI 'HIHQVH JURXS WKDW SURYLGHV RYMOIVQHKW MIRED FHKMDHD
WHFKQRORJ\ ULVN 750 ZRUNV LQ SDUWQHUVKLS ZLWK %1< OHOORQ %XVLQ
(XURSHDQ EDQN DQG LWV FOLHQWYV IURP F\EHU DQG LQIRUPDWLRQ ULVNV

%XVLQHVV FRQWLQXLW\ SODQQLQJ %&3

7KLV IXQFWLRQ LV UHVSRQVLEOH IRU WKH JRYHUQDQFH RI SODQQLQJ IRU F
XWLOLW\ RU VAIVWHP RXWDJHV RU GLVUXSWLRQV 7KH %&3 IXQFWLRQ KDV
&ULVLY ODQDJIJHPHQW 7HDPV &07 DUH LQ SODFH WR RYHUVHH DQ\ LVVXH
JRUFH &7) LV UHVSRQVLEOH IRU DSSURYHG FRPPXQLFDWLRQ ZLWK H!
2SHUDWLRQDO VWDII EXVLQHVV SODQ RZQHUV DUH UHVSRQVLEOH IRU
PDLQWDLQLQJ D EXVLQHVV FRQWLQXLW\ SODQ IRU WKHLU VSHFLDOLVW DU
UHTXLUHPHQWY DOWHUQDWLYH VLWHV WUDLQLQJ DQG HYDFXDWLRQ SURF

7KLUG SDUW\ JRYHUQDQFH

7KH (XURSHDQ EDQN XVHV RXWVRXUFLQJ WR VXSSRUW LWV GDLO\ EXVLQ
'LUHFWRUV UHWDLQV WKH XOWLPDWH UHVSRQVLELOLW\ IRU DQ\ RXWVR:
HVWDEOLVKPHQW DQG PDLQWHQDQFH RI DQ DGHTXDWH RXWVRXUFLQJ I1U
RXWVRXUFLQJ OLIH F\FOH 7R HQVXUH DSSURSULDWH RYHUVLJKW RI RXW
*URXSYV HQVXUH WKDW DOO RXWVRXUFHG DFWLYLWLHYV DUH LGHQWLILHG
WKURXJKRXW WKH OLIH RI WKH RXWVRXUFHG UHODWLRQVKLS

'"HFLVLRQV WR FRQWURO WUDQVIHU DFFHSW RU DYRLG ULVNV DUH FRQG.
HQWLW\ JRYHUQDQFH ERGLHV LQ OLQH ZLWK WKH K\EULG RUJDQLVDWLRQ V

5HIXODWRU\ DQG FRPSOLDQFH ULVN PDQDJHPHQW

7KH (XURSHDQ EDQN V &RPSOLDQFH '"HSDUWPHQW LV FRPSULVHG RI &RPSO
$PVWHUGDP 'XEOLQ /X[HPERXUJ O0LODQ DQG /RQGRQ %l1l< OHOORQ .$*
FRPSOLDQFH IXQFWLRQ $V SDUW RI WKH VHFRQG OLQH RI GHIHQVH WKH F
ZLWK /HJDO +5 )LQDQFH DQG 5LVN WR LPSOHPHQW SROLFLHV DV UHTXLU
RSHUDWHY ZLWKLQ WKH VFRSH RI LWV OLFHQVH DQG LQ FRPSOLDQFH ZLWK

7KH NH\ UHVSRQVLELOLWLHV RI WKH &RPSOLDQFH 'HSDUWPHQW DV SDUW
DSSOLFDEOH ODZV DQG UHJXODWLRQV SURYLGH DGYLFH UHJDUGLQJ WKH
PDWHULDO VFRSH RI RYHUVLIJKW PRQLWRU FRPSOLDQFH E\ WKH UHOHYDC
PDQDJH WKH UHODWLRQVKLS ZLWK UHJXODWRUYV

7KH &RPSOLDQFH '"HSDUWPHQW LV LQGHSHQGHQW IURP DQ\ FRPPHUFLDO R
7KH 8RPSOLDQFH '"HSDUWPHQW GLUHFWO\ UHSRUWYV LQWR WKH (XURSHDQ |
WKH (XURSHDQ EDQN JRYHUQDQFH ERGLHYV

o
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"7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
&DSLWDO UHVRXUFH UHTXLUHPHQW

$v DW WKH UHSRUWLQJ GDWH FDSLWDO UHTXLUHPHQWY IRU 3LOODU RSF

LQ DQ DPRXQW RI PLOOLRQ '"HFHPEHU PLOOLRQ PYLIDWDLRY WK
'"HFHPEHU PLOOLRQ
7DEOH (8 25 2SHUDWLRQDO ULVN RZQ IXQGV UHTXLUHPHQWY DQG UL\

7KLY WDEOH SUHVHQWYVY WKH (XURSHDQ EDQN V EDQNLQJ DFWLYLWLHV E\
RSHUDWLRQDO ULVN FDSLWDO UHTXLUHPHQWYV

%DQNLQJ DFWLYLWLHV 5HOHYDQW LQGLFDWRU

$W '"HFHPEHU 2ZQ IXQGYLVN H[SRVXUH
P <HDU <HDU /IDVW \HDWHTXLUHPHQWWPRXQW

%DQNLQJ DFWLYLWLHYV VXEMHFW WR EDVLF LQGLFDWRU 3 3 |
DSSURDFK %,$ (0] (0] O O O
%DQNLQJ DFWLYLWLHYV VXEMHFW WR VWDQGDUGLVHG 76%

DOWHUQDWLYH VWDQGDUGLVHG $6% DSSURDFKHV

6XEMHFW WR 76%

%DQNLQJ DFWLYLWLHYVY VXEMHFW WR DGYDQFHG PHDVXUHPHQW 3 |
DSSURDFKHV $0% O O (0] (0] (0]
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= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$SUWLFOH &55 ,, , QWHUHVW UDWH ULVN LQ WKH EDQNL

,(QWHUHVW UDWH ULVN LQ WKH EDQNLQJ ERRN ,55%% LV JHQHUDOO\ GHII
H[SRVXUH WR ILQDQFLDO FRQGLWLRQ WKDW FDQ UHVXOW IURP DGYHUVH P
,55 LV WKH FXUUHQW DQG IXWXUH H[SRVXUH RI DQ LQVWLWXWLRQ V

PRYHPHQWYV

,55%% UHVXOWY IURP GLIITHUHQFHV LQ WKH PDWXULW\ RU WKH WLPLQJ RI 1
RIl EDODQFH VKHHW LQVWUXPHQWY UH SULFLQJ RU PDWXULW\ PLVPDWEFK
\LHOG FXUYH ULVN IURP LPSHUIHFW FRUUHODWLRQV LQ WKH DGMXVWPH
ZLWK RWKHUZLVH VLPLODU UH SULFLQJ FKDUDFWHULVWLFY EDVLV ULVN

EDQN SURGXFWY RSWLRQ ULVN

,Q RUGHU WR DVVHVV WKH (XURSHDQ EDQNxV ,55 H[SRVXUH WKH PRVW I
LOQWHUHVW UDWH ULVN H[SRVXUH DUH DV QRWHG EHORZ 7KHVH SHUVSHFW
DQG ORQJ WHUP LPSDFWV RQ WKH ILQDQFLDO SHUIRUPDQFH EDODQFH VK
WKH UHJXODWRU\ FDSLWDO EDVH DQG UHJXODWRU\ FDSLWDO PHWULFV RI

(DUQLQJV 3HUVBKHWDWHLQJY SHUVSHFWLYH IRFXVHV RQ WKH LPSDFW RI L
WHUP HDUQLQJV ,Q WKH HDUQLQJV SHUVSHFWLYH WKH IRFXV RI DQDO\V
DFFUXHG RU UHSRUWHG HDUQLQJYV 7KLV LV WKH WUDGLWLRQDO DSSURDFK
O9DULDWLRQ LQ HDUQLQJV LV DQ LPSRUWDQW IRFDO SRLQW IRU LQWHUHVW
ORVVHV FDQ WKUHDWHQ WKH ILQDQFLDO VWDELOLW\ RI DQ LQVWLWXWLR(
PDUNHW FRQILGHQFH ,Q WKLV UHJDUG WKH FRPSRQHQW RI HDUQLQJV WK
LOQFRPH L H WKH GLIIHUHQFH EHWZHHQ WRWDO LQWHUHVW LQFRPH DQG
LPSRUWDQFH RI QHW LOWHUHVW LQFRPH LQ WKH ILUP V RYHUDOO HDUQLQ.
LQ LOWHUHVW UDWHYV

(FRQRPLF 9DOXH 3HUOKBBHFARIQRPLF YDOXH SHUVSHFWLYH IRFXVHV RQ WKH
9DULDWLRQ LQ PDUNHW LQWHUHVW UDWHY FDQ DOVR DIIHFW WKH HFRQRP
6KHHW SRVLWLRQV 7KXV WKH VHQVLWLYLW\ RI D ILUP V HFRQRPLF YDOX
LPSRUWDQW FRQVLGHUDWLRQ RI VKDUHKROGHUV PDQDJHPHQW DQG V)
LOQOVWUXPHQW UHSUHVHQWY DQ DVVHVVPHQW Rl WKH SUHVHQW YDOXH RI
PDUNHW UDWHV 6LQFH WKH HFRQRPLF YDOXH SHUVSHFWLYH FRQVLGHUV V
SUHVHQW YDOXH RI DOO IXWXUH FDVK IORZV LW SURYLGHV D PRUH FRPSU
FKDQJHV LQ LOQWHUHVW UDWHYV WKDQ LV RITHUHG E\ WKH HDUQLQJV SHUVSI

,GHQWLILFDWLRQ DQG PHDVXUHPHQWYV

7KH (XURSHDQ EDQN PDLQWDLQV ,55%% PHDVXUHPHQW SURFHVVHV DQG
HVWDEOLVKHG ULVN WROHUDQFHV 7KH (XURSHDQ EDQNxV VA\VWHPVY DUH FF
PRGHOV DUH XVHG WR IDFLOLWDWH WKH LGHQWLILFDWLRQ DQG PHDVXU
SXUSRVHV SURFHGXUHV DUH GRFXPHQWHG WR FRQILUP WKH XQGHUVWDQ
PHWKRGRORJLHY WR HQVXUH WKDW VXFK VI\VWHPVY DQG SURFHVVHV DUH |
DQG VKRUW WHUP PDQDJHPHQW RI ,55%% H[SRVXUHVY $00 PRGHOV KDYH E}
XVH E\ WKH ORGHO 5LVN ODQ@BOHPHOQWG*WDRXS SHULRGLFDOO\ UHYDOLGDW
VFKHGXOH HVWDEOLVKHG E\ 050*

7KH (XURSHDQ EDQN XVHV ERWK HDUQLQJV DQG HFRQRPLF YDOXH EDVHG
SURILOH 7KH ,55%% PHDVXUHPHQW V\VWHP LV GHVLJQHG WR EH VXIILFLH
EDODQFH VKHHW SRVLWLRQV DQG LQFRUSRUDWH D VWDQGDUG VHW RI L
PDQDJHPHQW DQG WR LGHQWLI\ DQG TXDQWLI\ WKH ,55%% H[SRVXUH DQG S

7KH TXDQWLWDWLYH WRROV DQG PRGHOV XWLOL]JHG IRU PHDVXULQJ LQWHE
EDQN IDOO ZLWKLQ /HYHO &DWHJRU\ LQVWLWXWLRQ RI WKH (%$ GH
PHDVXUHPHQW )RU HDUQLQJV PHDVXUHPHQW DQ (DUQLQJV DW 5LVN DSSL
RI VWUHVV VFHQDULRY DQG FKDQJHV LQ FXVWRPHU EHKDYLRXU DUH XVHG
FRPSDUH WR WKH XQGHUO\LQJ EXVLQHVV SODQ (FRQRPLF 9DOXH RI (TXLW
DQG PHDVXUHG DJDLQVW D FRPSUHKHQVLYH VHW Rl VWUHVV VFHQDULRYV

FXVWRPHU EHKDYLRXU 7KH ,55%% PRGHO 4XDQWLWDWLYH 5LVN 0DQDJ
SUHSD\PHQW PRGHOV ZKLFK FDSWXUH FXVWRPHU EHKDYLRXU LQ FKDQJLC
$GGLWLRQDOO\ 9D5 LV FRPSXWHG ZLWKLQ WKH 450 IUDPHZRUN LQ RUGHU \
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1,, 6HQVLWLYLWYKHWHUDPW HDUQLQJY EDVHG PHDVXUHV RI WKH YRODWLOL
RYHU D IRUHFDVWLQJ KRUL]JRQ 1,, LV PHDVXUHG DFURVV IXWXUH WLPH SH!
RIl JURZWK DQG UH LQYHVWPHQW DVVXPSWLRQV IRU DVVHWY OLDELOLWL
KRUL]JRQ (DFK VXEVHTXHQW PRQWK LQ WKH IRUHFDVW EHFRPHYV LQFUHDVL!

7KH 1,, VHQVLWLYLW\ PHWULF KDV GHSHQGHQFH RQ SURMHFWHG LQWHUH\
SULFLQJ VHQVLWLYLW\ WR YDULRXV UDWH VFHQDULRY SUHSD\PHQW EHKLEL
DVVXPSWLRQV IXWXUH SULFLQJ DVVXPSWLRQV IRU DOO LQWHUHVW HDUQL

(FRQRPLF 9DOXH RI (TXLW\ (9( O6HARMLWVYDWHWHWWHMHQW 9DOXH 139 ED
FDVK IORZV RI WKH EDODQFH VKHHW (9( LV PHDVXUHG DVVXPLQJ D VWDWI
GHJUHH WR ZKLFK ORQJ WHUP LOWHUHVW UDWH VHQVLWLYH DVVHWYV DUH
LOWHUHVW UDWH WHUPYVY RU YLFH YHUVD , ] WKH OHJDO HQWLW\ EHFRPH"
LOQWHUHVW UDWHY FRXOG EH YHU\ FRVWO\ DV LQWHUHVW H[SHQVH FRXOG |

&DOFXODWLRQ RI (9( LQYROYHV GLVFRXQWLQJ OLIHWLPH EDODQFH VKHH
HPEHGGHG RSWLRQDOLW\ (9( VHQVLWLYLW\ PHWULF KDV D FULWLFDO GHSt
GHSRVLW UXQ RIl GHSRVLW SULFLQJ VHQVLWLYLW\ SUHSD\PHQW EHKDYLF
GXUDWLRQ RI HTXLW\

%DVLV 5LVN PHRRHUIIHFVWHWULFVY DUH SDUW RI WKH 1,, DQG (9( PHDVXUHPHQW
(XURSHDQ EDQNxV H[SRVXUH WR EDVLV ULVN PLVPDWFK DQG VHQVLWLYLW\

&DSLWDO 6HQVLWL¥KMH RWWUE¥Y PHDVXUH WKH GHJUHH WR ZKLFK FKDQJ
WKH FDSLWDO SRVLWLRQ RI WKH HQWLW\ ,Q OLQH ZLWK WKH UHJXODWRU\
QRW DVVLIQ DQ\ GXUDWLRQ WR WKH FDSLWDO HTXLW\ EDODQFH IRU FDOF
LOQWR DFFRXQW LWV HTXLW\ EDODQFH IRU WKH SXUSRVHV RI VWDELOL]LQJ

6FHQDULRY DQG ULVNV WHVWHG

, QWHUHVW UDWHV FDQ JHQHUDOO\ EH GHFRPSRVHG LQWR WZR FRPSRQHQ!
LQFOXGHYVY H[SRVXUHV DVVRFLDWHG ZLWK IOXFWXDWLRQV LQ WKH ULVN IUF

7KH ULVN IUHH UDWH LV WKH WKHRUHWLFDO UDWH RI UHWXUQ RI DQ LQYH
LOQWHUHVW DQ LQYHVWRU ZRXOG H[SHFW IURP DQ DEVROXWHO\ ULVN IUHH
WKH ULVN IUHH UDWH LV WKH PLQLPXP UHWXUQ DQ LQYHVWRU H[SHFWYV
DGGLWLRQDO ULVN XQOHVV WKH SRWHQWLDO UDWH RI UHWXUQ LV JUHDWH

$ FUHGLW VSUHDG LV WKH GLIIHUHQFH LQ \LHOG EHWZHHQ D ULVN IUHH
PDWXULW\ EXW RI OHVVHU FUHGLW TXDOLW\

&RUSRUDWH 7UHDVXU\ $VVHW /LDELOLW\ ODQDJHPHQW $/0 VLPXODWHYV
WR FDSWXUH ERWK WKH VKRUW WHUP DQG ORQJ WHUP HIIHFW RI YDULRX
(XURSHDQ EDQNxV EXVLQHVV PRGHO DQG ULVNV LQKHUHQW LQ SODQQHG E

6LPXODWLRQV LQFOXGH WKH VFHQDULRY OLVWHG RQ WKH IROORZLQJ SDJH
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1 (9¢(
6FHQDULRYV 5LVN 7\SH

&DSLWDO

6HQVLWLH@QMLWLMH@MLWLYLW\

%DVH ORVW H[SHFWHG LQWHUHVW UDWH VAN@DURIRLQWHUHVW 5DWHYV,

3DUDOOHO 5DWH 6KRFNV ESV

S5LVN_ *DS 5LVN
%&%6 3DUDOOHO 5DWH 6KRFNV &XUUHQF\ VSHFLILF SDUDOOHO VKRFNV

ESHYHO RESOWHUH®WVYS5DWHV, 3ULFH

)ODW ,QWHUHVW 5DWHYV /HYHO RI ,QWHUHVW 5DWHV
/ILERU 6ZDS &XUYHV ESV 2YHUQLJKW 5BBAAW 5LVN ;

86' 5DWHYV ESV DOO RWKHU FXUUHQFLHV XQFKDQJHG
ESV DOO RWKHU FXUUHQFL&WNHREDQFMY
ESV DOO RWKHU FXUUHQFLHV XQFKDQJHG : :

(85 5DWHYV *DS 5LVN

*%3 5DWHV

%&%6 6WHHSHQHU : :
%&%6 YODWWHQHU ; :

%&%6 6KRUW 5DWH 8S <LHOG &XUYH 5LVN: 3ULFH 5LVN

*DS 5LVN
%&%6 6KRUW 5DWH 'RZQ ; ;

%&%6 8S ; ;
%&%6 'RZQ

5HIXODWRU\ BUHVFULEHG OHWULFV

/HYHO RI LQWHUHVW 5DWHV 3ULFH
(9( D 7RWDO 5HIJXODWRU\ &DSLWDO BEVN *DS 5LVN ; ;
%&%6 (9( D 7LHU &DSLWDO 6KRUW 'RZQ : :
%&%6 (9( D 7LHU &DSLWDO 6WHHSHQHU ; ;
%&%6 (9( D 7LHU &DSLWDO )ODWWHQHUSLVN ;
%&%6 (9( D 7LHU &DSLWDO 'RZQ ; ;
%&%6 (9(D 7LHU &DSLWDO 6KRUW 8S ; ;

%DODQFH 6KHHW

'\QDPLF 1HZ %XVLQHVV $FWLYLW\ QFOXGHG ;

6WDWLF &XUUHQW 3RVLWLRQ ODLQWDLQHG $FURVYV )RUHFDVW +RUL]JRQ
5XQ RIl %DODQFH 6KHHW $VVXPSWLRQ ;

+RUL]RQ

PRQWKYV IRU %DVH 3 o0
ESV ESV ESV HH V DQG
)ODW VFHQDULRYV ;

DU
6

PRQWKVY IRU DOO VFHQDULRY RWKHU WKDQ WKH RQHV PHQWLRQHG LQ

DERYH

5HSULFLQJ 5LVN 2SWLRQ 5LVN DQG &OLHQW
1,, 6HQVLWLYLW\ ,55%% %RDUG 5LVN $SSHWLWH /LPLWV DUH EDVHG RQ D

BURGXFW %HKDYLRU 5LVN DUH HPEHGGHG LV [

PRQWK IRUHFDVW

/IRZ OHYHO RI PDUNHW UDWHYV PLJKW UHVXOW LQ FHUWDLQ GRZQ UDWH VKRFN VFHQDULRV QF
&HUWDLQ &DSLWDO 6HQVLWLYLW\ 6FHQDULRYV PD\ EH UXQ E\ ODUNHW 5LVN ODQDJHPHQW LQG

THVWLQJ &RPPLWWHH &67& SURFHVYV

BNY MELLON
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,55%% PDQDJHPHQW DQG KHGJLQJ

&DVK ,QVWUXHHQMOLHQW FHQWULF DFWLYLWLHYV HJ GHSRVLWV OHDYH W
Lwv EDODQFH VKHHW ZKLFK LV UHIHUUHG WR DV WKH VWUXFWXUDO EDOD
XQKHGJHG WKH (XURSHDQ EDQN ZRXOG H[SHULHQFH YDULDWLRQV LQ HDUC

7KH (XURSHDQ EDQN LQYHVWV WKH QHW FDVK SURYLGHG E\ FOLHQW DF\

7KURXJK LQYHVWPHQWY LQ D FRPELQDWLRQ RI VHFXULWLHYV DQG PRQH\ PI

KHGJH LWV ,55%% H[SRVXUHV DQG PDLQWDLQ D VRXUFH Rl FRQWLQJHQW O

WKH QDWXUH RI WKH KHGJH WKURXJK SXUFKDVHV RU VDOHV RI IL[HG UDW
,56 GHSHQGHQW RQ WKH RSHUDWLRQDO VHW XS

'"HULYDWILZ7KHHV (XURSHDQ EDQN PD\ XVH GHULYDWLYH LQVWUXPHQWY WR PL
LQWHUHVW UDWH GHULYDWLYHV LV D SRWHQWLDOO\ FRPSOH[ DFWLYLW\
FRPSRXQGLQJ ORVVHV LI XVHG LQFRUUHFWO\ 7KH (XURSHDQ EDQN VKDOO
FRPPHQVXUDWH ZLWK LWV DFWLYLWLHY DQG OHYHO RI ULVN DSSURYHG E\
EDQNxV KHGJLQJ VWUDWHILHY VKDOO EH GHVLIJQHG WR OLPLW GRZQVLGH
YRODWLOLW\

7KH (XURSHDQ EDQN V &RUSRUDWH 7UHDVXU\ ([HFXWLRQ GHVN PD\ XVH D
,55%% 7KH XVH RI GHULYDWLYHV IRU WKHVH SXUSRVHV PD\ LQFOXGH PDQ
DQG PDQDJHPHQW RI WKH VHFXULWLHY LQYHVWPHQW SRUWIROLR

$SSURYHG 'HULYDWLYH ,53VRDXEHQOQXYWWHG DV DXWKRULVHG LQVWUXPHQW\
PDQDJHPHQW SXUSRVHV LQ OLQH ZLWK WKH ORFDO KHGJH DFFRXQWLQJ SU

$XWKRULVDMHRRURSHDQ EDQN V FRUSRUDWH WUHDVXU\ WHDP ZRUNLQJ L¢
ODQDJHPHQW *URXS RU +HDG RI (0($ ORQH\ ODUNHW ,QYHVWPHQW RU D G
7JUHDVXU\ 6/' %XVLQHVV 3DUWQHU 9DULDWLRQ /HWWHU LV DXWKRULVHG \
,55%% PDQDJHPHQW JRDOV 'HULYDWLYH WUDQVDFWLRQ WUDGH WLFNHW
H[HFXWRUV DV ZHOO D VHFRQG VLJQDWXUH IURP WKH (XURSHDQ EDQN &)2
KHGJH DFFRXQWLQJ IRU ORFDO ILQDQFLDO DFFRXQWLQJ SXUSRVHV 'HULYI
RI WKH (XURSHDQ EDQN DUH DOVR UHTXLUHG WR TXDOLI\ IRU KHGJH DF
$FFRXQWLQJ UXOHYV

$FFRXQWLQJ 3ROLFLHV DTKH (XVRBHDAVEDQN V ILQDQFH GHSDUWPHQW LV
WKH DSSURSULDWH DFFRXQWLQJ WUHDWPHQW IRU DOO GHULYDWLYH WU
SROLFLHV 7KH (XURSHDQ EDQN $/&2 DQG WKH (XURSHDQ EDQN 5LVN 0DQD.
,QWHUQDWLRQDO DSSURYH DOO ,55%% GHULYDWLYH WUDQVDFWLRQV WKI
YDOXH FKDQJHV DUH ERRNHG WR LQFRPH LQ DGYDQFH RI WKH WUDQVDF\
KHGJH DFFRXQWLQJ WUHDWPHQW GR QRW UHTXLUH SUH DSSURYDO IURP \
EDQN 5LVN ODQDJHPHQW LQ FRRUGLQDWLRQ ZLWK 7UHDVXU\ 5LVN ,QWHUQ

5LVN PDQDJHPHQW DQG PLWLIJDWLRQ WHFKQLTXHV

*LYHQ WKH VWUXFWXUDO QDWXUH RI ,55%% WKH (XURSHDQ EDQN PDLQWD
WKDW H[FHHG FDOLEUDWHG WKUHVKROGY UHFHLYH SURPSW PDQDJHPHQW |
(DUO\ :DUQLQJ 7KUHVKROGV (:7 $PEHU 7KUHVKROGV DQG %RDUG DQ
PDQDJHPHQW WR LGHQWLI\ ,55%% H[SRVXUHV LQLWLDWH GLVFXVVLRQV I
GHVLJQLQJ OLPLW DQG (:7V $PEHU 7KUHVKROGV WKH (XURSHDQ EDQN HV
ZLWK WKH FDSLWDO OHYHO DQG ULVN SURILOH RI WKH HQWLW\ 7KH (XURS
EDVLV GXH WR WKH FXUUHQW QDWXUH RI WKH ,55%% RQ WKH EDODQFH VK
SURILOH RI FXVWRPHU GHSRVLWV SULPDULO\ PRGHOOHG GXUDWLRQ DQG

,Q DGGLWLRQ WR WKH DERYH UHIHUHQFHG VWUXFWXUDO ,55%% OLPLWV ZK
LQWHUHVW UDWH ULVN DW WKH SURGXFW OHYHO LV DOVR VXEMHFW WR V
OLPLWV DJUHHG EHWZHHQ WKH (XURSHDQ EDQN V 7UHDVXU\ WKH (XURSHI
,QWHUQDWLRQDO
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7TKHVH OLPLWYV ZKLFK DUH GDLO\ PRQLWRUHG DQG UHSRUWHG HQVXUH WHK
VHFXULWLHYV SRUWIROLR DQG PRQH\ PDUNHW DFWLYLW\ UHPDLQ ZLWKLQ F
RQ WKH LQFRPH RU FDSLWDO WKURXJK WKH VWUXFWXUDO ,55%% PHWULFV

,Q LQVWDQFHV ZKHUH ,55%% H[SRVXUHV H[FHHG RU DSSURDFK OLPLWV RU
EH PLWLIDWHG WKURXJK EDODQFH VKHHW DOWHUDWLRQ KHGJLQJ RU ER
PHWKRG RI ,55%% FRQWURO LV WKH EDODQFH VKHHW PL[ RI DVVHWYVY DQ(
RSHUDWLRQDO VHW XS PD\ DOVR EH XVHG WR PLWLJDWH ,55%% H[SRVXUH\

,55%% (:7V55%% (:7V $PEHU 7KUHVKROGV DUH HVWDEOLVKHG E\ WKH (XUR
(:7v  $PEHU 7KUHVKROGYV DUH PRUH FRQVHUYDWLYH WKDQ WKH %RDUG DQ
WR DFW DV D VHQLRU PDQDJHPHQW WRRO LQ PDQDJLQJ ,55%% ([FHHGLQJ
QRW QHFHVVLWDWH FRUUHFWLYH DFWLRQ DQG GR QRW DXWRPDWLFDOO\ W
(:7v $PEHU 7KUHVKROGY KRZHYHU UHTXLUH DQ H[SODQDWLRQ WR WKH $
UDWLRQDOH IRU QRW WDNLQJ DQ\ LPPHGLDWH FRUUHFWLYH DFWLRQ

7KH ,55%% (:7V $PEHU 7KUHVKROGVY DFW DV DQ HDUO\ ZDUQLQJ LQGLFDV
HIFHSWLRQ WR ,55%% (:7V $PEHU 7KUHVKROGY WKH $/&2 VKDOO DQDO\VH
I[UDPHZRUN WR DVVHVV LI WKH ULVN H[SRVXUHV DUH H[SHFWHG WR H[FHHC(
DSSURSULDWH PDQDJHPHQW DFWLRQV DV GHHPHG QHFHVVDU\ ,55%% (:7V
DSSURYHG LQ OLQH ZLWK WKH %RDUG DQG ([ &R ULVN DSSHWLWH OHYHOV |

OHWULFV EDVHG RQ ,55%% (:7V $PEHU 7KUHVKROGYV ZLOO EH UHSRUWHG
%RDUG LQ FDVH RI DQ\ VLIJQLILFDQW FRQFHUQ RU H[SHFWHG LPSDFW RQ W]

7KH (XURSHDQ EDQN V ,55%% %RDUG DQG,b[58R0 VEREHWA WH ®KPEWVSLVN $S
DUH HVWDEOLVKHG E\ WKH %RDUG DQG ([ &R RU D GHVLJQDWHG &RPPLW
ODQDJHPHQW LQ FRRUGLQDWLRQ ZLWK 7UHDVXU\ 5LVN ,QWHUQDWLRQDO D!
([ &R 5LVN $SSHWLWH OLPLWV DUH GHVLJQHG DQG FDOLEUDWHG WR GLUH
DSSHWLWH DQG DUH WKH SULQFLSDO WRRO HPSOR\HG WR PDQDJH ,55%%
EH DSSURYHG QRW OHVV IUHTXHQWO\ WKDQ DQQXDOO\

([FHHGLQJ DQ\ %RDUG DQG ([ &R ULVN DSSHWLWH OLPLW UHTXLUHV WKH
GHVLIQHG WR EULQJ WKH PHWULF LOQWR FRPSOLDQFH DQG LV DXWRPDWLF|
WKH %RDUG WKH ([&R DQG $/&2

%RDUG 5LVN $SSHWLWH OLPLWY DUH UHSRUWHG WR WKH $/&2 RQ D PRQWK
FRQFHUQV RU H[FHSWLRQ WR WKH OLPLWYV

%RDUG DQG ([ &R OLPLW([RHSVMMWR®ROWR %RDUG DQG ([ &R 5LVN $SSHWLW
HVFDODWLRQ WR WKH %RDUG DORQJ ZLWK WKH SURSRVHG DFWLRQ SODQ W

,55%% (:7V $PEHU WKUHVKRO@GVHS&WHRINLRR ,55%% $PEHU 7KUHVKROGYV Ut
$/&2 DW WKH QH[W PHHWLQJV DORQJ ZLWK DQ DSSURSULDWH DFWLRQ S¢f
DFWLRQV DQG DOVR UHTXLUHV UHSRUWLQJ WR WKH %RDUG DQG ([&R LQ FI
EHLQJ DEOH WR PHHW WKH %RDUG 5LVN DSSHWLWH

OLWLIJDWLRQ BFWQRWWQFHY ZKHUH ,55%% H[SRVXUHV H[FHHG RU DUH SUF
$/&2 (:,V WKH (XURSHDQ EDQN V 7UHDVXUHU VXSSRUWHG E\ WKH (XURSHI
ZRUNLQJ LQ FRQMXQFWLRQ ZLWK OLQHV RI EXVLQHVYV &RUSRUDWH 7UHDV)
7TUHDVXU\ 5LVN ,QWHUQDWLRQDO PD\ LQ WKH FDVH RI ,55%% (:7V $PEHU
5LVN $SSHWLWH /LPLWV PLWLIJDWH ULVN WKURXJK RQH RU PRUH UHPHGLD
VKDOO EH GHYHORSHG DQG FRPPXQLFDWHG WR $/&2 E\ WKH 7UHDVXUHU VX

5HPHGLDWLRQ PD\ LQFOXGH EDODQFH VKHHW DOWHUDWLRQ KHGJLQJ RU I
(:,V RU $/&2 *XLGHOLQHV VXFK UHPHGLDWLRQ VWUDWHJILHY VKDOO EH SU}
RI %RDUG 5LVN $SSHWLWH /LPLWYV VXFK UHPHGLDWLRQ VWUDWHJILHV VK
([FHSWLRQV WR %RDUG ULVN OLPLWYVY PD\ EH HVFDODWHG WR DGGLWLRQDC
$SSHWLWH )UDPHZRUN (VFDODWLRQ 3ROLF\ DQG 3URFHGXUHV H J ([&R 7!
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7DEOH (FRQRPLF YDOXH RI HTXLW\ DQG QHW LQWHUHVW LQFRPH VHQ\

7KLY WDEOH VKRZV WKH HFRQRPLF YDOXH RI HTXLW\ DQG QHW LQWHUHV
LQWHUHVW VFHQDULR DV ZHOO DV WKH DYHUDJH UHSULFLQJ PDWXULW\ RI

6XSHUYLVRU\ VKRFEN VFHQDULRYV &KDQJHV RI WKH HFRQRPEKDIOQODKH RI WKH QHW LQV

RI HTXLW\ LQFRPH
2XWFRPH RI WKH VXSHUYLVRU\ RXWOLHU WHYW—DFFRUGTQITWR
SDUDJUDSK (%s$ */
\% &XUUHQW SHUDR® SHULRWUHQW SHUDR®W SHULRG

3DUDOOHO XS
3DUDOOHO GRZQ
BWHHSHQHU
YODWWHQHU
6KRUW UDWHV XS

6KRUW UDWHV GRZQ

$YHUDJH UHSULFLQJ PDWXULW\ Rl QRQ PDWXULW\ GHSRVLWV DW 2WKHU PDWHULDZC
"HFHPEHU (85 86" *% 3 FXUUHQFLHV

S5SHWDLO 7UDQVDFWLRQDO o) o) 0o

5HWDLO 1RQ 7UDQVDFWLRQDO o) o] o]

:KROHVDOH QRQ ILQDQFLDO

1RWH 7KH ORQJHVW UHSULFLQJ PDWXULW\ RI QRQ PDWXULW\ GHSRVLWY ZLOO EH DYDLODEOH
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$UWLFOH &55 ,, ([SRVXUHV WR VHFXULWLVDWLRQ SRV

$ VHFXULWLVDWLRQ LV D WUDQVDFWLRQ RU VFKHPH ZKHUHE\ WKH FUHC
H[SRVXUHV LV WUDQFKHG KDYLQJ ERWK RI WKH IROORZLQJ FKDUDFWHULVYV

a4 SD\PHQWV LQ WKH WUDQVDFWLRQ RU VFKHPH DUH GHSHQGHQW XSRQ
H[SRVXUHV DQG

a WKH VXERUGLQDWLRQ RI WUDQFKHVY GHWHUPLQHV WKH GLVWULEXW
WUDQVDFWLRQ RU VFKHPH

7KH (XURSHDQ EDQN LQYHVWYV LQ VHFXULWLVHG SURGXFWV WR H[SDQG DQ
RI VHFXULWLVHG LQYHVWPHQWY LV DOVR H[SHFWHG WR KDYH D EHQHILFLEL
RQO\ DV LQYHVWRU LQ WUDGLWLRQDO 676 DQG QRQ 676 VHFXULWLVDWLRQ
WKH HFRQRPLF WUDQVIHU RI WKH H[SRVXUHV EHLQJ VHFXULWLVHG LW
UHSRUWLQJ GDWH )RU FRPSOHWHQHVY WKH (XURSHDQ EDQN GRHV QRW
DVVHWYVY 7KHVH LQYHVWPHQWY DUH SDUW RI WKH LQYHVWPHQW JXLGHOL!
ZKLFK LV DSSOLHG ZKHQ EX\LQJ D VHFXULWLVHG DVVHW (TXDOO\ WKH (X
6SHFLDO 3XUSRVH (QWLWLHV 663( LQ LWV LQYHVWPHQWYV

7KH (XURSHDQ EDQN KDV SUH WUDGH ULVN PDQDJHPHQW FRQWUROV LQ S
WUHDVXU\ PDUNHW ULVN ,QYHVWPHQWY DUH FKHFNHG DJDLQVW D OLPLW
LQFOXGLQJ ORZ FRQFHQWUDWLRQ ZLWKLQ DQ LVVXH SUHIHUHQFH IRU 676
LQ FRXQWULHV ZLWK D SHUFHLYHG VWURQJ PRUWJDJH PDUNHW DQG OLTXL

([ WHUQDO FUHGLW DJHQFLHV ORRG\xV ,QYHVWRUV 6HUYLFH )LWFK DQG
UubwLQJVv RI bOO LW V VHFXULWLVHG LQYHVWPHQWY ZKLFK LQ WXUQ GULYH

7KH (XURSHDQ EDQN DFFRXQWV IRU VHFXULWLVDWLRQ LQYHVWPHQWYVY LQ
LPSDLUPHQW VWDQGDUGY VHW LQ ,)56 DQG ,)56 DQG IROORZV WKH (XUI
SROLFLHV IRU LQYHVWPHQW VHFXULWLHV 7KH PDMRU GLIIHUHQFH EHWZH
QRWH 071 ZKLFK LV DQ H[DPSOH RI WKH (XURSHDQ EDQN V FXUUHQW LC
VWUXFWXUH 7KH GDLO\ DPRUWLVDWLRQ LV VLPLODU IRU ERWK VHFXUL\
DPRUWLVHG DV ZHOO ZKLOH DQ 071 ZRXOG VHH DPRUWLVDWLRQ RQ WKH
ZRXOG UHGXFH RQ FRXSRQ GDWH
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7DEOH (8 6(& BHFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ER

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V VHFXULWLVDWLRQ H[SRVXUHV L
RULJLQDWH RU VSRQVRU VHFXULWLVDWLRQ DVVHWY DQG DFWV VROHO\ DV

,QVWLWXWLRQ DFWV DV L

7TUDGLWLRQDO

$wW '"HFHPEHU
P 676 1RQ 66 6\QWKHWLBXE WRWDO
7RWDO H[SRVXUHV o]
5HWDLO o]
SHVLGHQWLDO PRUWJDJH o]

1RWH 7KHUH LV QR VLJQLILFDQW ULVN WUDQVIHU LQ WKH (XURSHDQ EDQN V VHFXULWLVDWI
DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHHQ GLVFORVHG

7KH WDEOH VKRZV WKH (XURSHDQ EDQN GRHV QRW RULJLQDWH RU VSRQVR
WKLUG SDUW\ VHFXULWLVDWLRQV 7KH (XURSHDQ EDQN V H[SRVXUHV UHVX
VHFXULWLHV 50%6 ZLWK FROODWHUDO RULJLQDWHG LQ (XURSHDQ FRXQ

7TDEOH (8 6(& 6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ER
UHTXLUHPHQWY LQVWLWXWLRQ DFWLQJ DV LQYHVWRU

7KLY WDEOH VKRZV WKH VHFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ E
GHWHUPLQH H[SRVXUH YDOXHV ULVN ZHLJKWHG DVVHWY DQG WKH DVVRFL!

DOXHV E\
QGV([SRVXUH YDOXH A
FWLRIQVXODWRU\ DSSU

(ISRVXUH
5:

O
E G
GHG

UHIJXODWRBLWDO FK
F

DUJH DI\
DS

Y
D
X

6(& (5%$

$W '"HFHPEHU 6 $
p : QJ ,$$LQFOXGLQJ ,$%

7RWDO H[SRVXUHV
7UDGLWLRQDO VHFXULWLVDWLRQ
6HFXULWLVDWLRQ

5HWDLO XQGHUO\LQJ

21 ZKLFK 676

1RWH 6HFXULWLVDWLRQ DVVHW FODVVHV H[SRVXUH DSSURDFKHV DQG ULVN ZHLJKW EDQGV
GLVFORVHG

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, /IHYHUDJH

7KH GDWD LQ EUDFNHWYV UHSUHVHQW WKH OHYHUDJH H[SRVXUH DQG OHYHUDJH UDWLR H[FOX
5HIXODWLRQ (8 $UWLFOH ODUWLFOH E x

&55 ,, EDQNLQJ ERRN OHYHUDJH UBHWHRBHBRVXUHYV DW

([FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVXUHYV

7KH OHYHUDJH UDWLR LV GHILQHG DV WKH FDSLWDO PHDVXUH WKH QXPH!
GHQRPLQDWRU ZLWK WKLV UDWLR H[SUHVVHG DV D SHUFHQWDJH

7LHU FDSLWDO

[»]
LY

/HYHUDJH UD Wt
/[HYHUDJH H[SRVXUH PHDVXUH

,Q DFFRUGDQFH ZLWK DUWLFOH RlI &55 ,, WKH OHYHUDJH UDWLR LV FD
XVLQJ WKH HQG RI TXDUWHU OHYHUDJH UDWLR DV SHU WKH (%$ LPSOHPHQ
RI WKH OHYHUDJH UDWLR XQGHU $UWLFOH DV DPHQGHG E\ &55 ,, 7KH FLC

FDSLWDO RI WKH ULVN EDVHG FDSLWDO IUDPHZRUN WDNLQJ LQWR DF|
PHDVXUH LV WKH VXP RI WKH IROORZLQJ H[SRVXUHYV

a RQ EDODQFH VKHHW H[SRVXUHV

a GHULYDWLYH H[SRVXUHYV

a VHFXULW\ ILQDQFLQJ WUDQVDFWLRQ 6)7 HISRVXUHV DQG
a RIIl EDODQFH VKHHW LWHPYV

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

$OWKRXJIK %1< OHOORQ &RUSRUDWLRQ PDQDJHV LWV OHYHUDJH UDWLR
QHYHUWKHOHVV WKH (XURSHDQ EDQN PRQLWRUV LWV OHYHUDJH SRVLWLRC

7KH (XURSHDQ EDQN V OHYHUDJH UDWLR FDOFXODWLRQVH¥X®GHHUWBUHHY WD
SUHVHQWHG EHORZ $V RI -XQH WKH (XURSHDQ EDQN LV UHTXLUHG WR
R Rl 7LHU FDSLWDO UHODWLYH WR LWV WRWDO H[SRVXUH PHDVXUH

7TDEOH (8 /5 6XPPDU\ UHFRQFLOLDWLRQ RI DFFRXQWLQJ DVVHWY DQG

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V VXPPDU\ UHFRQFLOLDWLRQ RI L
2WKHU DGMXVWPHQWY SULPDULO\ UHODWH WR ELOOLRQ RI FDVK SODT
DIJUHHPHQWYV RQ WKH EDODQFH VKHHW EXW ZKLFK DUH JURVVHG IRU WKH
PHDVXUH

$W  'HFHPEHU
P

7RWDO DVVHWYVY DV SHU SXEOLVKHG ILQDQFLDO VWDWHPHQWYV

$GMXVWPHQW IRU WHPSRUDU\ H[HPSWLRQ RI H[SRVXUHV WR FHQWUDO EDQNV LI DSSOLFDE(
$GMXVWPHQW IRU HOLJLEOH FDVK SRROLQJ WUDQVDFWLRQV

$GMXVWPHQW IRU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

$GMXVWPHQW IRU VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV 6)7V o
$GMXVWPHQW IRU RI| EDODQFH VKHHW LWHPV LH FRQYHUVLRQ WR FUHGLW HTXLYDOHQW DP
2WKHU DGMXVWPHQWYV

7TRWDO H[SRVXUH PHDVXUH

I1RWH $GMXVWPHQWYV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHHQ

7TDEOH (8 /5 /IHYHUDJH UDWLR FRPPRQ GLVFORVXUH

5HJXODWRU\ OHYHUDJH UDWLR H[SRVXUHV
P "HF -XQ

2Q EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV DQG 6)7V

2Q EDODQFH VKHHW LWHPV H[FOXGLQJ GHULYDWLYHV 6)7V EXW LQFOXGLQJ FROODWHUDO
'"HGXFWLRQV RI UHFHLYDEOHYV DVVHWYV IRU FDVK YDULDWLRQ PDUJLQ SURYLGHG LQ GHULYD!
$VVHW DPRXQWY GHGXFWHG LQ GHWHUPLQLQJ 7LHU FDSLWDO

7TRWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV DQG 6)7V

'"HULYDWLYH H[SRVXUHYV
5HSODFHPHQW FRVW DVVRFLDWHG ZLWK 6% &&5 GHULYDWLYHVY WUDQVDFWLRQV LH QHW RI H
$GG RQ DPRXQWV IRU SRWHQWLDO IXWXUH H[SRVXUH DVVRFLDWHG ZLWK 6% &&5 GHULYDWLY

7TRWDO GHULYDWLYHV H[SRVXUHV

6HFXULWLHV ILQDQFLQJ WUDQVDFWLRQ 6)7 H[SRVXUHV
*URVV 6)7 DVVHWVY ZLWK QR UHFRJQLWLRQ RI QHWWLQJ DIWHU DGMXVW®HQW IRU VDOHV D
7RWDO VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQ H[SRVXUHV o

2WKHU RIl EDODQFH VKHHW H[SRVXUHV
21l EDODQFH VKHHW H[SRVXUHV DW JURVV QRWLRQDO DPRXQW
$GMXVWPHQWY IRU FRQYHUVLRQ WR FUHGLW HTXLYDOHQW DPRXQWYV

21l EDODQFH VKHHW H[SRVXUHV

&DSLWDO DQG WRWDO H[SRVXUH PHDVXUH
7LHU FDSLWDO

7TRWDO H[SRVXUH PHDVXUH

>
,0

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

5HIJXODWRU\ OHYHUDJH UDWLR H[SRVXUHV
P "HF -XQ

/HYHUDJH UDWLR

/HYHUDJH UDWLR

/HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI WKH H[HPSWLRQ RI SXEOLF VHFWRU LQYHVWPH
/HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ HIHPSWLRQ RI FH
5HIXODWRU\ PLQLPXP OHYHUDJH UDWLR UHTXLUHPHQW

$GGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV WKH ULVN RI H[FH®OVLYH OHYHUDJH
/[HYHUDJH UDWLR EXIIHU UHTXLUHPHQW (o] o]

2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW

&KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWY DQG UHOHYDQW H[SRVXUHV

)X0OO\ SKPXBG\ SKDVHG
&KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWYV IRU WKH GHILQLWLRQ RQWKH FDLRLWDO PHDVXU

I1RWH $GMXVWPHQWYVY ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHH

H[SRVXUHV RI PLOOLRQ UHODWLQJ WR WKH (XURSHDQ EDQN V H[SRVXUHV WR FHQWUDC
VKHHW LWHPV URZ

7KH OHYHUDJH UDWLR KDV LQFUHDVHG UHODWLYH WR WKH SULRU SHULRG
WKH (XURSHDQ EDQN V 7LHU FDSLWDO 7KH QXPHUDWRU LV LQIOXHQFHG
LQFOXGHG LQ WKH SULRU SHULRG )XUWKHU WKH LQFUHDVH LQ FDSLWDO
ODUJHO\ DWWULEXWDEOH WR WKH UHFRJQLWLRQ RI WKH I1\NUHGLW LQWDQ
DV D UHVXOW 2Q WKH GHQRPLQDWRU D JHQHUDO UHGXFWLRQ LQ FHQWU
HIHPSWHG H[SRVXUHV ZKLOVW WKH QRQ UHSHDW Rl 6)7 H[SRVXUHV DORQJ
WKH GLVFORVXUH GDWH FRPELQHG WR UHVXOW LQ D LOQFUHDVH LQ WKF

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 /5 6SOLW XS RI RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ
H[SRVXUHYV

7KLV WDEOH VKRZV WKH FRPSRVLWLRQ Rl RQ EDODQFH VKHHW H[SRVXUHYV
EHLQJ WKH (XURSHDQ EDQN V SODFHPHQWY DW FHQWUDO EDQNV LQ DFFRU

$W  'HFHPEHU
P

7TRWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SR
7UDGLQJ ERRN H[SRVXUHV o
%DQNLQJ ERRN H[SRVXUHV RI ZKLFK

&RYHUHG ERQGV

([SRVXUHV WUHDWHG DV VRYHUHLJQV

([SRVXUHV WR UHJLRQDO JRYHUQPHQWY 0'% LQWHUQDWLRQDO RUJDQLVDWLRQV DQG 36( ¢
,QVWLWXWLRQV

&RUSRUDWHV

2WKHU H[SRVXUHV HJ HTXLW\ VHFXULWLVDWLRQV DQG RWKHU QRQ FUHGLW REOLJDWLRQ

1RWH ([SRVXUH FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EI

7KH %RDUG LV FRPPLWWHG WR HQVXULQJ WKDW WKH (XURSHDQ EDQN LV Z
FDSLWDO KHOG E\ WKH (XURSHDQ EDQN VKDOO DOZzZD\V EH LQ H[FHVV RI F>
EHORZ OHYHOV DSSURYHG E\ WKH %RDUG /HYHUDJH UDWLR UHTXLUHPHQW
SURFHVVY DQG VKDOO QRW IDOO EHORZ WKH LQWHUQDO ULVN DSSHWLWH

EDVLYV 1RWH WKDW WKH (XURSHDQ EDQN LV VXEMHFW WR DQ DGMXVWHG
PDNHV XVH RI WKH WHPSRUDU\ HIHPSWLRQ RI FHQWUDO EDQN H[SRVXUHV
VXFK WKH (XURSHDQ EDQN V OHYHUDJH UDWLR VKDOO QRW IDOO EHORZ W

RQ D UHJXODU EDVLV IRU PRQLWRULQJ SXUSRVHV DQG D IXO0O FDOFXODWL/|
WKH &25(3 SURFHVV

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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$UWLFOH D &55 ,, ILTXLGLW\

/ILTXLGLW\ FRYHUDJH UDWLR /ILTXLGLW\ PHWULFYV

IHW VWDEOH IXQGLQJ UDWLR

8VLQJ WRWDO ZHLJKWHG YDOXHV DYHUDJH

>
,0
BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



“ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7KH (XURSHDQ EDQN KDV D JRYHUQDQFH VWUXFWXUH LQ SODFH FRPPHQV
OLTXLGLW\ SURILOH /LTXLGLW\ ULVN LV PDQDJHG DQG PRQLWRUHG IURP
YDULRXVY FRPPLWWHHY DQG IRUXPV

7KH /LTXLGLW\ &RYHUDJH 5DWLR /&5 LV UHFDOFXODWHG DFFRUGLQJ W
DVVHWY ZHLJKWHG DFFRUGLQJ WR WKH UHJXODWRU\ IDFWRUV DV D IUD
RXWIORZV RI OLDELOLWLHV HDFK ZHLJKWHG DFFRUGLQJ WR UHJXODWRU\ |
HQG RI '"HFHPEHU

7KH 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 PHDVXUHV WKH VWDELOLW\ RI W]
E\ UHODWLQJ WKH %DQN V $YDLODEOH 6WDEOH )XQGLQJ $6) WR LWV 5HT.
WKLV UDWLR LV VHW WR DW HQG RI '"HFHPEHU

7KH (XURSHDQ EDQN V /LTXLGLW\ 3ROLF\ SURYLGHV WKH IUDPHZRUN IRU LC
OLTXLGLW\ ULVN IRU WKH (XURSHDQ EDQN 7KLV SROLF\ KDV EHHQ SUHSD
BROLF\ DQG UHJXODWRU\ JXLGHOLQHYV WDNLQJ LQWR DFFRXQW WKH FDSLW
RI WKH (XURSHDQ EDQN

7KH JRYHUQDQFH VWUXFWXUH LQFOXGHV RYHUVLIJKW FRPPLWWHHYV LQF
UHVSRQVLEOH IRU UHYLHZ DQG DSSURYDO RI WKH OLTXLGLW\ PDQDJHPHQV
WKDW VHQLRU PDQDJHPHQW HIIHFWLYHO\ LPSOHPHQWY DQG FRQWUROV WK

7KH (XURSHDQ EDQN KDV DQ HPEHGGHG VHW RI SURFHVVHV WKDW FRYHU
FRQWURO DQG PLWLJIJDWLRQ RI OLTXLGLW\ ULVN 3URFHVVHV DUH VXSSRUW
DQG DQ RUIJDQL]IDWLRQDO VWUXFWXUH WKDW LQFOXGHYVY LQGHSHQGHQW FR

7KH (XURSHDQ EDQN KDV D PDQDJHPHQW UHSRUWLQJ DQG HVFDODWLF
FRPPXQLFDWHG WR VHQLRU PDQDJHPHQW DQG RYHUVLIJKW FRPPLWWHHYV '
FRPPLWWHH PHHWLQJ PLQXWHV LQFOXGLQJ D GHILQHG HVFDODWLRQ SU|
UHJXODWRU\ EUHDFKHY RU HPHUJHQF\ VLWXDWLRQ

5HIXODWRU\ UHSRUWLQJ LV SHUIRUPHG E\ WKH )LQDQFH IXQFWLRQ LQ OLQ

"ULWWHQ DQG DSSURYHG SROLFLHV WKDW GHILQH WKH OLTXLGLW\ ULVN D
UHSRUWLQJ UHTXLUHPHQWY WR DSSURSULDWH PDQDJHPHQW OHYHOV 7K|
JXLGHOLQHV IRU PDQDJLQJ OLTXLGLW\ DQG IXQGLQJ ULVN LQ SODFH WKDW

a %< OHOORQ 6% 19 /LTXLGLW\ 3ROLF\ LQFOXGLQJ ,QWUDGD\ /LTXL
*RYHUQDQFH

a4 %1< OHOORQ 6% 19 &RQWLQJHQF\ )XQGLQJ 30DQ
a4 %1< OHOORQ 6% 19 *XLGHOLQHV IRU &RUSRUDWH 7UHDVXU\ ); 6ZDSV D
a4 %1< OHOORQ 6$ 19 *XLGHOLQHV IRU ,QYHVWPHQWY LQ 6HFXULWLHV

$V SHU WKH DSSURYDO RI WKH (XURSHDQ EDQN V ,/$$3 PDQDJHPHQW IRUI
PDQDJHPHQW IUDPHZRUN

%DVHG RQ WKH OLTXLGLW\ ULVN PDQDJHPHQW VHOI DVVHVVPHQW UHTXLUFL
,/$$3 WKH (XURSHDQ EDQN EHOLHYHV WR EH DGHTXDWHO\ FRPSOLDQW ZL
PDQDJHPHQW 7KH (XURSHDQ EDQN WKHUHIRUH FRQVLGHUV LWVHOI WR EH
SROLFLHVY DQG WKHUHIRUH EHOLHYHVY WKDW WKH OLTXLGLW\ PDQDJHPHQW

o

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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7TDEOH (8 /1,4 AXDQWLWDWLYH LQIRUPDWLRQ RI /&5 XQZHLJKWHG
&RQVROLGDWHG P 7RWDO XQZHLJKWHG YDOXH I
A4XDUWHU HQGLQJ RQ "HF 6HS -XQ 0DU

1XPEHU RI GDWD SRLQWYV XVHG LQ WKH FDOFXODWLRQ RI DYHUDJHYV

&DVK O 2XWIORZV
8QVHFXUHG ZKROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWY DOO FRXQWHUSDUWLHY DQG GHSRVLWYVY LQ QHWZRUNYV RI
FRRSHUDWLYH EDQNYV

1RQ RSHUDWLRQDO GHSRVLWY DOO FRXQWHUSDUWLHYV

8QVHFXUHG GHEW o) 6] 6] o)
$GGLWLRQDO UHTXLUHPHQWYV

2XWIORZV UHODWHG WR GHULYDWLYH H[SRVXUHVY DQG RWKHU FROODWHUDO UHTXLUHPHQWYV
2WKHU FRQWUDFWXDO IXQGLQJ REOLJDWLRQV

2WKHU FRQWLQJHQW IXQGLQJ REOLJDWLRQV

&DVK O ,QIORZV

6HFXUHG OHQGLQJ H J UHYHUVH UHSRV
,QIORZV IURP IXOO\ SHUIRUPLQJ H[SRVXUHV
2WKHU FDVK LQIORZV

7RWDO FDVK LQIORZV

,QIORZV VXEMHFW WR FDS

I1RWH 2XWIORZ DQG LQIORZ FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN k

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 /1,4 AXDQWLWDWLYH LQIRUPDWLRQ RI /&5 ZHLJKWHG
&RQVROLGDWHG P 7RWDO ZHLJKWHG YDOXH D
4XDUWHU HQGLQJ RQ "HF 6HS -XQ 0DU

1XPEHU RI GDWD SRLQWV XVHG LQ WKH FDOFXODWLRQ RI DYHUDJHYV

+LIJK 4XDOLW\ /LTXLG $VVHWYV

7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$

&DVK O 2XWIORZV
8QVHFXUHG ZKROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWV DOO FRXQWHUSDUWLHY DQG GHSRVLWV LQ QHWZRUNV RI
FRRSHUDWLYH EDQNYV

1RQ RSHUDWLRQDO GHSRVLWVY DOO FRXQWHUSDUWLHYV

8QVHFXUHG GHEW o)

6HFXUHG ZKROHVDOH IXQGLQJ o

$GGLWLRQDO UHTXLUHPHQWYV

2XWIORZV UHODWHG WR GHULYDWLYH H[SRVXUHV DQG RWKHU FROODWHUDO UHTXLUHPHQWYV
2WKHU FRQWUDFWXDO IXQGLQJ REOLJDWLRQV

2WKHU FRQWLQJHQW IXQGLQJ REOLJDWLRQV

7TRWDO FDVK RXWIORZV

&DVK O ,QIORZV

,QIORZV IURP IXO0O\ SHUIRUPLQJ H[SRVXUHV
2WKHU FDVK LQIORZV

7RWDO FDVK LQIORZV

,QIORZV VXEMHFW WR FDS

7TRWDO $GMXVWHG 9DOXH
/LTXLGLW\ EXIIHU
7TRWDO QHW FDVK RXWIORZV

/ILTXLGLW\ &RYHUDJH 5DWLR

I1RWH 2XWIORZ DQG LQIORZ FODVVHV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN k
EXIIHU LV SULPDULO\ FRPSRVHG RI /HYHO +LJK 4XDOLW\ /LTXLG $VVHWYV

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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7DEOH (8 /,4% 4XDOLWDWLYH LQIRUPDWLRQ RQ /&5 ZKLFK FRPSOHPHQ

([SODQDWLRQV RQ WKH ,PDLQFEBEHKUV EDVHG RQ DQ DYHUDJH RYHU
RI /&5 UHVXOWYV DQG WK W@UFR@V(WNRQ R{URSHDQ EDQNXS8 /&% AMK/H SUHYLR
)"é*éEVFFFQSgVFUXngVV\\/’ESS FFj Th}@ WRWEHYXEVWDQWLDOO\ H[FHHGHG LQWH
LUHPHQWV 7KH PDLQ GULYHUV Rl WKH '"HFHPE
DYHUDJH RYHU PRQWKY LQFOXGHG ORZHU RXW
YHUVXV WKH SUHYLRXV TXDUWHU DQG ZDV SULPDL
GHSRVLWV 7KLV ZDV SDUWLDOO\ RIIVHW E\ D SUF
LQIORZV RI VWHPPLQJ ODUJHO\ IURP IXOO\ SHU
WKLV UHGXFHG WKH GHQRPLQDWRU RI WKH /&5 ZK|

YLD D LQFUHDVH LQ WKH OLTXLGLW\ EXIIHU

([SODQDWLRQV RQ WKH FXDOIMHWHG WKH JUDSKRW RQ YSVXHDOLVDWLRQ RI V
WKH /&5 RYHU WLPH EDQN V /&5 RYHU WLPH EDVHG RQ DQ DYHUDJH R

UHSRUWLQJ GDWH 7KH (XURSHDQ EDQN V /&5 K
UHJXODWRU\ PLQLPXPV DQG IROORZV D EURDGO\
GULYHQ SULPDULO\ E\ SURSRUWLRQDOO\ KLJKHU F
OLTXLGLW\Y EXIIHU XS RYHU WKH \HDU FRPSOHF
LQFUHDVHYV LQ DYHUDJHG QHW RXWIORZV RYHU WKI

V RQ WKH/DFWIX®IONY DQG FRQFHQWUDWLRQ ULVN LV DSSURS

LRQ RI IXQEFRUERIYAVMN LQWHUQDO SROLFLHVY DQG UHJXOD
KDV SURFHGXUHV LQ SODFH ZKLFK UHTXLUH ERWK |
Rl WKH FRPSRVLWLRQ DQG YDULDWLRQ RI +4/$
RXWIORZV 30HDVH VHH WKH WH[W RQ SDJH IRU
UHSRUWLQJ GDWH OHYHOV RI FRQFHQWUDWLRQ U
WKH PDMRULW\ RI IXQGLQJ E\ WKH WRS FRXQ\
LQWUDJURXS FRXQWHUSDUWLHY DQG XQVHFXUHG 2
RI ILQDQFLDO FXVWRPHUV

ULSWL/K® FEIXWKH LV SULPDULO\ FRPSRVHG RI /HYHO D\
I WKH LRYUMWWEW LIRBXENYY UHSUHVHQWY WKH VXEVWDQWLD
ITHU UHSRUWLQJ GDWH 'LYHUVLILFDWLRQ LQ WKH EXII
LQYHVWPHQWYV LQ /HYHO GHEW LQVWUXPHQWYV VX
ORFDO ERQGV SXEOLF VHFWRU DQG VXSUDQDWLRQ
EDFNHG FUHGLW LQVWLWXWLRQV ZLWK FRPSDUDWL
DVVHWY QDPHO\ KLJK TXDOLW\ FRYHUHG ERQGV VYV

H HISRVXUHVHUWQLY BWIWHQ WISSRW XUHV LQ WKH (XURSHDQ EDQN V
DO FDOOV EDVLV ZLWK VXEVHTXHQW OLTXLGLW\ RXWIORZV LC
FDWHJRULVHG DFFRUGLQJO\

'"HULYDWLY
FROODWHU

&XUUHQF\ PLVPDWFK LQ7TWHKHX&BSHDQ EDQN V VLIQLILFDQW FXUUHQFLHV L
FRQVLVWHQW VXUSOXV EHWZHHQ WKH OLTXLGLW\
WKH VWUHQJWK RI WKH (XURSHDQ EDQN V OLTXLGL
DQ DYHUDJH EDVLV IRU WKH \HDU WR GDWH WKH
UHPDLQVY DERYH WKH UHIJXODWRU\ PLQLPXPV

2WKHU LWHPV LQ WKH /&K HWH DXUHD YRRRWKHU LWHPV LQ WKH /&5 FDOFXOC
WKDW DUH QRW FD SWXLUiG/Ft@RWKUH&/@HPSODWH DW WKH UHSRUWLQJ GDWF
GLVFORVXUH WHPSODWH EXW WKDW

LQVWLWXWLRQ FRQVLGHUV UHOHYDQW IRU

LWV OLTXLGLW\ SURILOH

BNY MELLON
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7TDEOH (8 /7,4 1HW 6WDEOH )XQGLQJ 5DWLR

8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

$W '"HFHPEHU PRQWKYV WR "HLIKWHG
P 1R PDWXULWRQWKYV \U 9 \Y YDOXH

$YDLODEOH VWDEOH IXQGLQJ $6) ,WHPV

&DSLWDO LWHPV DQG LQVWUXPHQWYV

2ZQ IXQGV

2WKHU FDSLWDO LQVWUXPHQWYV o] (o] o] ¢}
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV (o] (o]

2WKHU ZKROHVDOH IXQGLQJ

,QWHUGHSHQGHQW OLDELOLWLHV o

2WKHU OLDELOLWLHYV

16)5 GHULYDWLYH OLDELOLWLHYV

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH |
DERYH FDWHJRULHV (0] (0] (6]

7TRWDO DYDLODEOH VWDEOH IXQGLQJ $6)

5HTXLUHG VWDEOH IXQGLQJ 56) ,WHPV
7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$
$VVHWV HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D

FRYHU SRRO o] o] o 0o

3HUIRUPLQJ ORDQV DQG VHFXULWLHV

3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO
FXVWRPHUY FROODWHUDOLVHG E\ /HYHO +4/$ VXEMHFW &R KDOUFXW O o)

3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO

FXVWRPHU FROODWHUDOLVHG RWKHU DVVHWY DQG ORDQV DQG DGYDQFHV WR
ILQDQFLDO LQVWLWXWLRQV o)

3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWY ORDQV WR UHWDLO
DQG VPDOO EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG ] )

36(V RI ZKLFK fe) o) o)
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHO ,, )
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o)

2WKHU ORDQV DQG VHFXULWLHY WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\
DV +4/$ LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHV DQG WUDGH ILQDQFH

RQ EDODQFH VKHHW SURGXFWYV

2WKHU DVVHWV o)

3K\WLFDO WUDGHG FRPPRGLWLHV o)

16)5 GHULYDWLYH DVVHWYV o]

16)5 GHULYDWLYH OLDELOLWLHY EHIRUH GHGXFWLRQ RI YDULDWLRQ PDUJLQ
SRVWHG

$00 RWKHU DVVHWY QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV O
211l EDODQFH VKHHW LWHPV o] (o] o] o
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

1RWH $6) 56) LWHPV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHHQ C

7KH LQFUHDVH LQ WKH 16)5 UDWLR IURP WKH SUHYLRXV TXDUWHU HQG 6
D PLOOLRQ LQFUHDVH LQ DYDLODEOH VWDEOH IXQGLQJ $6) HOHF
SURYLGHG E\ ILQDQFLDO FXVWRPHUV LQFUHDVHG SULPDULO\ LQ WKH IRUP
LQFUHDVH ZDV VXSSOHPHQWHG E\ D PRGHUDWH GHFUHDVH LQ UHTXLUHG

>
"»
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GULYHQ E\ D UHGXFWLRQ LQ 56) IURP ORDQV DQG DGYDQFHV WR ILQDQFLD
WKLY UHODWHG WR QRQ VHFXUHG ORDQV WR FUHGLW LQVWLWXWLRQV DQG
E\ DQ LQFUHDVH LQ 56) IURP HQFXPEHUHG +4/$% RI PLOOLRQ

7KH (XURSHDQ EDQN V 16)5 UDWLR UHPDLQV ZHOO DERYH WKH UHJXODWRU

8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

$W 6HSWHPEHU PRQWKYV WR "HLIKWHG
P 1R PDWXULWRQWKYV \U 9 \Y YDOXH

&DSLWDO LWHPV DQG LQVWUXPHQWYV
2ZQ IXQGV

2WKHU FDSLWDO LQVWUXPHQWYV 0o (0] o) o)
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV (o} o

2WKHU ZKROHVDOH IXQGLQJ

,QWHUGHSHQGHQW OLDELOLWLHV o)

2WKHU OLDELOLWLHV o)

16)5 GHULYDWLYH OLDELOLWLHV o)

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH
DERYH FDWHJRULHV 6] o) o)
7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$

$VVHWY HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D ]
FRYHU SRRO o] o) o) o)
3HUIRUPLQJ ORDQV DQG VHFXULWLHYV

3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO

FXVWRPHUVY FROODWHUDOLVHG E\ /HYHO +4/$ VXEMHFW WR KDOUFXW O o)
3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO

FXVWRPHU FROODWHUDOLVHG E\ RWKHU DVVHWV DQG ORDQV DQG DGYDQFHV WR
ILQDQFLDO LQVWLWXWLRQV o)
3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWY ORDQV WR UHWDLO
DQG VPDOO EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG ]

36(V RI ZKLFK fe) o)
2WKHU ORDQV DQG VHFXULWLHVY WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\
DV +4/$ LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHV DQG WUDGH ILQDQFH

RQ EDODQFH VKHHW SURGXFWYV

2WKHU DVVHWV o]

3K\WLFDO WUDGHG FRPPRGLWLHV 0o 0o

16)5 GHULYDWLYH DVVHWYV

16)5 GHULYDWLYH OLDELOLWLHYV EHIRUH GHGXFWLRQ RI YDULDWLRQ PDUJLQ
SRVWHG

$00 RWKHU DVVHWV QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV O
21l EDODQFH VKHHW LWHPV 0o o) o) o)
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

1RWH $6) 56) LWHPV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHHQ C

BNY MELLON
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8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

s$W -XQH PRQWKYV WR "HLIKWHG
P 1R PDWXULWRQWKYV \U 9 \Y YDOXH

&DSLWDO LWHPV DQG LQVWUXPHQWYV
2ZQ IXQGV

2WKHU FDSLWDO LQVWUXPHQWYV
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV

2WKHU ZKROHVDOH IXQGLQJ

,QWHUGHSHQGHQW OLDELOLWLHYV o

o o0 o o0 0o o o

2WKHU OLDELOLWLHV o]

16)5 GHULYDWLYH OLDELOLWLHV (o]

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH
DERYH FDWHJRULHV O O

7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)

7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$%

$VVHWY HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ RI RQH \HDU RU PRUH LQ D 3
FRYHU SRRO (0] (0] (0] (0]

,_
=
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T
<
[
O
@)
O
T
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2WKHU DVVHWYV
3K\WLFDO WUDGHG FRPPRGLWLHV 0o 0o

16)5 GHULYDWLYH DVVHWYV

16)5 GHULYDWLYH OLDELOLWLHYV EHIRUH GHGXFWLRQ RI YDULDWLRQ PDUJLQ
SRVWHG

$00 RWKHU DVVHWV QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV
21l EDODQFH VKHHW LWHPV 0o o) o) )
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

1RWH $6) 56) LWHPV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHHQ C

7KH WDEOH (8 /,4 EHFDPH DSSOLFDEOH IROORZLQJ WKH LPSOHPHQWDWLRQ

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



»

““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

+XPDQ UHVRXU

$UWLFOH &55 S5HPXQHUDWLRQ SROLF\

7KH ILIXUHV LQFOXGH LQGHSHQGHQW QRQ H[HFXWLYH GLUHFWRUV ZKLFK ZHUH SUHYL
DGRSWLRQ RI &55 ,,

*RYHUQDQFH

7KH %RDUG LV UHVSRQVLEOH IRU WKH UHPXQHUDWLRQ SROLF\ DQG LWV L
EUDQFKHYVY DQG VXEVLGLDULHYV 7KH %RDUG HQVXUHV WKDW YDULDEOH UH
RI WKHP GR QRW MHRSDUGLVH D VRXQG FDSLWDO EDVH DQG DUH LQ OLQF
WHUP VWUDWHJ\ W LV DVVLVWHG LQ WKLV E\ WKH 5HPXQHUDWLRQ &RPPL)
RI WKH %RDUG 7KH 5HP&R DGYLVHV WKH %RDUG RQ WKH UHPXQHUDWLR!
5HP&R DOVR UHYLHZVY DQQXDOO\ WKH OLVW RI VWDII WKDW KDYH D PDWHL

,GHQWLILHG 6WDII RU 057V DQRG WKHLU YDULDEOH FRPSHQVDWLRQ LC
DSSOLHG EHIRUH VXEPLWWLQJ WKH SURSRVDOV WR WKH %RDUG LQ VH
DSSURYDO

\
,0
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$00 5HP&R PHPEHUV DUH QRQ H[HFXWLYH GLUHFWRUV RI WKH %RDUG 71
5HP&R VHFUHWDULDO GXWLHV

7TKH %RDUG PHHWVY DW OHDVW TXDUWHUO\ DQG DSSURYHV WKH \HDU HQ
PHPEHUV 7KH 5HP&R PHW WHQ WLPHV GXULQJ LOQFOXGLQJ WZR MRLQ
FRPPLWWHHY OLVWHG LQ WKH UHPXQHUDWLRQ SROLF\ PHW D WRWDO RI HI
PDGH LQ WKH IRUP RI VKDUHV LQ 7KH %DQN RI 1HZ <RUN OHOORQ &RUSRUD
6WRFN H[FKDQJH XQGHU WLFNHU U%.0 'HIHUUHG VKDUHV DUH PDGH LQ W
LOWR %. VKDUHVY DW YHVWLQJ 7KHVH JUDQWY DOVR UHTXLUH WKH DSSUF
&RPPLWWHH +5&& Rl %1< OHOORQ VLQFH LW IXQFWLRQV DV WKH UHPXQ
RI WKH (XURSHDQ EDQN

$OLIQLQJI SD\ ZLWK SHUIRUPDQFH

%1l< OHOORQxV FRPSHQVDWLRQ SKLORVRSK\ LV WR RIIHU D WRWDO FRPS
YDOXHV 3DVVLRQ IRU ([FHOOHQFH ,QWHJULW\ 6WUHQJWK LQ 'LYHUVLVW
SHUIRUPDQFH ZKLFK LV DVVHVVHG DW WKH LQGLYLGXDO DQG FRUSRUDYV
EHKDYLRUV W YDOXHV LQGLYLGXDO DQG WHDP FRQWULEXWLRQV DV ZHOC
WKLV SKLORVRSK\ YDULDEOH FRPSHQVDWLRQ LV XVHG DV D PHDQV RI UHFI

7KURXJK %1< OHOORQ V FRPSHQVDWLRQ SKLORVRSK\ DQG SULQFLSOHV %1
DQG VKDUHKROGHUV E\ HQFRXUDJLQJ DFWLRQV WKDW FRQWULEXWH WR
VKDUHKROGHU YDOXH E\ UHZDUGLQJ VXFFHVV DQG EHKDYLRUV ZKLOH HQV
GR QRW HQFRXUDJH HPSOR\HHV WR WDNH XQQHFHVVDU\ DQG H[FHVVLYH L
EHQHILW LQGLYLGXDO HPSOR\HHV DW WKH H[SHQVH RI VKDUHKROGHUV RU
FRPSULVHG RI DQ DSSURSULDWH PL[ RI IL[HG DQG YDULDEOH FRPSHQVDW!
HQVXUH WKDW ERWK IL[HG DQG YDULDEOH FRPSHQVDWLRQ DUH FRQVLV
FRPSHQVDWLRQ LV VXIILFLHQW WR SURYLGH IRU D IXOO\ IOH[LEOH YD
FRPSHQVDWLRQ LV LQ WKH IRUP RI DQQXDO DQG RU ORQJ WHUP LQFHQWLY
DOLJQ HPSOR\HH UHPXQHUDWLRQ ZLWK WKDW RI VKDUHKROGHU JURZWK

JLIHG UHPXQHUDWLRQ

JLIHG UHPXQHUDWLRQ LV FRPSRVHG RI L VDODU\ LL DQ\ DGGLWLRQDO C(
RI FRQWUDFWXDO REOLJDWLRQV RU DSSOLFDEOH ODZ RU DV D UHVXOW RI
LLL DQ\ EHQHILWY LQ NLQG ZKLFK DUH DZDUGHG DV D UHVXOW RI WKH MR

7KH IL[HG UHPXQHUDWLRQ RI DQ HPSOR\HH LV GHWHUPLQHG E\ WKH M|
UHVSRQVLELOLW\ DQG WKH UHPXQHUDWLRQ SDLG LQ WKH PDUNHW IRU WK
WLPHV VXIILFLHQW WR SURYLGH IRU IXOO IOH[LELOLW\ LQ WKH YDULDEOH |

(PSOR\HHV ZKR DFW DV GLUHFWRUV RI RQH RU PRUH %1< OHOORQ OHJDO H(
D GLUHFWRU ,QGHSHQGHQW GLUHFWRUV RI WKH (XURSHDQ EDQN RQO\ UHF

9DULDEOH FRPSHQVDWLRQ IXQGLQJ DQG ULVN DGMXVWPHQW

$00 VWDII LQFOXGLQJ 057V HPSOR\HG E\ RU VHFRQGHG WR WKH &RYHU
UHPXQHUDWLRQ LQ DSSOLFDWLRQ RI YDULDEOH FRPSHQVDWLRQ SODQV L
9DULDEOH FRPSHQVDWLRQ SODQV DUH GHVLJQHG WR UHZDUG SHUIRUPDQ
LOQGLYLGXDO EHORQJY WR D EXVLQHVY OLQH DQG LQGLYLGXDO OHYHO ©6X
GHIHUUHG FRPSRQHQWY 7KH %RDUG DQG WKH 5LVN&HH HQVXUH WKDW QI
WDNLQJ DW D OHYHO QRW DFFHSWDEOH IRU WKH ULVN SURILOH RI WKH (XU

7KH FULWHULD IRU GHWHUPLQLQJ YDULDEOH FRPSHQVDWLRQ UHIOHFW LQC
DSSOLFDEOH DQG DUH GHWHUPLQHG RQ WKH EDVLV RI ILQDQFLDO DQG QR
SHULRG RI WLPH

7KH (XURSHDQ EDQN PDNHV XVH RI WKH UREXVW SHUIRUPDQFH DSSUDLVDC
DQ LQGLYLGXDOxV SHUIRUPDQFH 7KLV SURFHVV LV EXLOW XSRQ WKH DV

C
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EXVLQHVYVY JRDOV EXW DOVR FRPSXOVRU\ ULVN FRPSOLDQFH JRDOV GLY
WKH YDOXHV EHKDYLRUV VKRZFDVHG E\ WKH LQGLYLGXDO

&DWHJRULHV RI VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHY KDYH D PDWHULI
LQFOXGH LQ WKHLU SHUIRUPDQFH DSSUDLVDO SURFHVV RQH RU PRUH UJREL
DOVR DVVHVVHG DV DOO VWDII PHPEHUVY DUH DJDLQVW FRPSXOVRU\ ULVN
DQG WKH YDOXHV EHKDYLRUV WKH\ VKRZFDVH )RU 057V WKH SHUIRUPDGQ
WKHLU MRE LV IXUWKHU GHWDLOHG DQG GRFXPHQWHG WKURXJK WKH 5LVN
(XURSHDQ EDQN XVHV D VA\VWHP RI PHWULFVY UHODWHG WR WKH PDLQ FRQ
DQG RSHUDWLRQDO ULVN ULVN H[SRVXUHV DQG DXGLW 7KLV DOORZV WK
PRUH GHWDLOHG LQSXW WR WKH 5LVN&HH DQG 5HP&R LQ UHVSHFW RI
UHVSRQVLELOLW\ RI WKH IMREQMRR BN LRH)G L Q ZKLFK UHVXOWHG LQ D S
YDULDEOH FRPSHQVDWLRQ IRU SHUIRUPDQFH \HDU

5DWLR EHWZHHQ IL[HG DQG YDULDEOH SD\

057V RI WKH (XURSHDQ EDQN DUH UHVWULFWHG WR D PD[LPXP YDULDEOH
RI IL[HG UHPXQHUDWLRQ RU RI IL[HG UHPXQHUDWLRQ LQ OLQH ZLWEk

'"HIHUUDO SROLF\ DQG YHVWLQJ FULWHULD

$ZDUGYV XQGHU YDULDEOH FRPSHQVDWLRQ SODQV ZLOO EH VXEMHFW WR
FRPSRQHQW FRQVLVWY RI UHVWULFWHG VKDUH XQLWY GHSHQGLQJ RQ WK
U&RUSRUDWH 'HIHUUDO 5XOHVU

,QFHQWLYH YDOXH 8¢

oo
C |or
O |—O

*

0

6

, ] WKH UHFLSLHQW LV D 057 LQ UHFHLSW RI YDULDEOH UHPXQHUDWLRQ HIF
WKLUG RI WKH LQGLYLGXDO V WRWDO DQQXDO UHPXQHUDWLRQ WKH &RUS|
GHIHUUDO UHTXLUHPHQWYV VHW RXW E\ WKH SURYLVLRQV EHORZ US5HJXODV

7KH YDULDEOH UHPXQHUDWLRQ RI 057V ZKRVH WRWDO YDULDEOH UHPXQHL
WKDQ RQH WKLUG RI WKH LQGLYLGXDO V WRWDO DQQXDO UHPXQHUDWLRQ

D $W OHDVW Rl YDULDEOH UHPXQHUDWLRQ LV GHIHUUHG IRU DW OHI
D 'LUHFWRU RI D UHJXODWHG %1< OHOORQ OHJDO HQWLW\

E IRU VHQLRU PDQDJHUV ([&R PHPEHUV DQG PHPEHUV RI EUDQFK PI
\HDUV DQG

F $W OHDVW Rl YDULDEOH UHPXQHUDWLRQ VKRXOG EH GHOLYHUHG 1
LOVWUXPHQWY KDYH EHHQ YHVWHG WR WKH LQGLYLGXDO WKHVH ZLO
EHIRUH EHLQJ GHOLYHUHG WR WKH 057

7R PHHW WKLY UHTXLUHPHQW WKH (XURSHDQ EDQN ZLOO WKHUHIRUH GHO
SDJH

o>
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8S JURQW '"HIHUUHG

&DVK &DVK $ZDUG O9DULD'HOMUUHG &DVKODULDEOH UHPXQHUDWLRQ LQ UHVSHFW RI WK
UHPXQHUDWLRQ LQ UWNNBUPWKDRI ZMWXMH EH SDLG LQWR D 'HIHUUHG &DVK 30DQ U'&3
DSSOLFDEOH SHUIRUPD ®H GHPQ WHKH M PSICCROHHxY EHKDOI DQG ZLOO DWWUDFW DQ LCQC
EH SDLG WR WKH HPSORWKH LWLPBIVKI U NWNKW DQG ZLOO EH SDLG RXW DV IROORZV

JHEUXDU\ SD\UROO WKH IRROOBRZIQZIZIKWDWH 6HQLRU 0DQDJHUV HTXDO DQQXDO LQV
VXEMHFW WR WKH XVXDQQGHIBX¥FMLRRIVWKH DZDUG
LQFRPH WD[ DQG DSSOLFRAORWYXRELO®7V HTXDO DQQXDO LQVWDOOPHQWY VWDUYV

VHFEXULW\ FRQWULEXWLBQ@DBUG
3D\PHQWYV IURP WKH '&3 ZLOO EH VXEMHFW WR WKH XVXDO GF
VHEXULW\ FRQWULEXWLRQV

(TXLW\,QVWDQW 9HVW (TOOLW\D'EHOMUUHG (TXLWADULDEOH UHPXQHUDWLRQ LQ UHVSHFW RI WK
UHPXQHUDWLRQ LQ UKNWBHPMKDRI ZMXMN EH SURYLGHG WR WKH HPSOR\HH LQ UHVWU
DSSOLFDEOH SHUIRUPD@HFKBQUVWKRBRYW GHOQYHU\ ZLOO EH GHWHUPLQHG DW WKH V|
EH SURYLGHG WR WKH IBMIBRUHIG IHT AWM\ ZLOO YHVW DV IROORZV
OHOORQ VWRFN ZKLFK YHVMWVY RR7WRHK R DNGWSHQLRU 0DQDJHUV HTXDO DQQXDO LQV
GDWH DQG LV VXEMHFIWQOGR HDVDUWMRU WKH DZDUG
UHWHQWLRQ SHULRG EHtRUMR UWRWK® EEHW57ROG HTXDO DQQXDO LQVWDOOPHQWY VWDUYV

DZDUG
YRU DOO 057V HDFK WUDQFKH RI YHVWHG HTXLW\ ZLOO EH VXE
YHVWLQJ EHIRUH LW PD\ EH VROG UHIHUUHG WR LQ WKH FKDU'

$00 HTXLW\ DQG GHIHUUHG FDVK DZDUGV ZLOO EH VXEMHFW WR WKH DSSO
GHIHUUHG FDVK SODQ XQGHU ZKLFK WKH\ DUH GHOLYHUHG DQG WKH *HQ
GHIHUUHG DZDUGV DUH VXEMHFW WR WHUPV DQG FRQGLWLRQV WKDW SU
FLUFXPVWDQFHV

O9DULDEOH UHPXQHUDWLRQ RI FRQWURO IXQFWLRQ VWDII

7KH YDULDEOH FRPSHQVDWLRQ DZDUGHG WR FRQWURO IXQFWLRQ VWDII H
RQ SHUIRUPDQFH WKDW LV DVVHVVHG DFFRUGLQJ WR WKH DFKLHYHPHQW F
LQGHSHQGHQW RI WKH DFWLYLWLHV WKH\ RYHUVHH B5HPXQHUDWLRQ LV E
LQGHSHQGHQWO\ RI LQGLYLGXDO EXVLQHVV OLQH UHVXOWY DQG DGMXVW
SHUIRUPDQFH

&RQWURO IXQFWLRQV WASLFDOO\ UHFHLYH D ORZHU SRUWLRQ RI WKHLU WR

AXDQWLWDWLYH GLVFORVXUHV

7KH WDEOHV RQ WKH IROORZLQJ SDJHV SURYLGH GHWDLOV RI WKH DJJUHJI
IRU WKH (XURSHDQ EDQN IRU WKH \HDU HQGHG '"HFHPEHU

JRU FRPSOHWHQHVYVY WKLV JURXS RI VWDII LV OLPLWHG WR WKRVH FRQVLC
XQGHU WKH (XURSHDQ EDQN 7KH UHPXQHUDWLRQ DPRXQWY DUH SUHVHQW
E\ %1< OHOORQ VWDII LQ UHVSHFW RI WKH (XURSHDQ EDQN WR UHIOHFW WK

BNY MELLON
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7DEOH 5(0 $JIJUHIDWH UHPXQHUDWLRQ H[SHQGLWXUH E\ EXVLQHVYV
7KLV WDEOH VKRZV WKH WRWDO M40V & BHGWWRUMFIXQIIRUDWLRQ

$W  'HFHPEHU GXSHUOYO/OLVRGDQDJa(;/DOHQH\)WKHU VERQWRHU LGHQWLILH
v IXQFWLRQ IXQFWLRRDQDJHPHQW VWDII
1XPEHU RI LGHQWLILHG VWDII
)ULFE XQHUDWRWR® IL[HG UHPXQHUDWLRQ
21 ZKLFK FDVK EDVHG
1XPEHU RI LGHQWLILHG VWDII o}
7RWDO YDULDEOH UHPXQHUDWLRQ o}
9DULDEOH 2! ZKLFK FDVK EDVHG o}
UHPXQHUDWLRE | Fk GHIHUUHG o]

21 ZKLFK VKDUHV RU HTXLYDOHQW RZQHUVKLS
LQWHUHVWYV (0]
2

| ZKLFK GHIHUUHG o

7TRWDO UHPXQHUDWLRQ

1RWH 6HOHFWHG URZV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHH

7TDEOH 5(0 $JIJUHIJDWH UHPXQHUDWLRQ H[SHQGLWXUH E\ UHPXQHUD
7KLY WDEOH VKRZV DQ\ VSHFLDO SD\PHQWY PDGH WR 057V IRU

$W '"HFHPEHU 6 XS
\% |

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGYV
*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGV 1XPEHU RI LGHQWLILHG

VWDII o] o] o] o]
*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGV TRWDO DPRXQW o o
6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGVY WKDW KDYH EHHQ SDLG RXW GXULQJ
6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGV WKDW KDYH EHHQ ]
SDLG RXW GXULQJ WKH ILQDQFLDO \HDU 1XPEHU RO LGHQWLIIHG VWDII O o]
6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGYV WKDW KDYH EHHQ ]
SDLG RXW GXULQJ WKH ILQDQFLDO \HDU 7RWDO D®RXQW o o]
6HYHUDQFH SD\PHQWY DZDUGHG GXULQJ WKH ILQDQFLDO \HDU

6HYHUDQFH SD\PHQWY DZDUGHG GXULQJ WKH ILQDQFLDO \HDU 1XPEHU RI ]
LGHQWLILHG VWDII o] o]
6HYHUDQFH SD\PHQWYV DZDUGHG GXULQJ WKH ILQDQFLDO \HDU_ 7RWDO

DPRXQW le) o]

21 ZKLFK SDLG GXULQJ WKH ILQDQFLDO \HDU o) o) 0o

21 ZKLFK GHIHUUHG o] o] o]

21 ZKLFK VHYHUDQFH SD\PHQWYV SDLG GXULQJ WKH ILQDQFLDO \HDU WKDW ]
DUH QRW WDNHQ LQWR DFFRXQW LQ WKH ERQXV FDS o] o] o]
21 ZKLFK KLJKHVW SD\PHQW WKDW KDV EHHQ DZDUGHG WR D VLQJOH i
SHUVRQ o) o o]

1RWH 6HOHFWHG URZV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN KDYH QRW EHH

,QFOXGHV EDVH VDODU\ DQG RWKHU FDVK DOORZDQFHV SOXV DQ\ LQFHQWLYH DZDUGHG IRU

,QFOXGHV UHPXQHUDWLRQ RI LQGHSHQGHQW QRQ H[HFXWLYH GLUHFWRUV ZKR DUH FRPSHQV
GLUHFWRUV DUH QRW LQFOXGHG LQ WKH VFRSH DV WKH\ DUH QRW FRPSHQVDWHG E\ WKH (XUF
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““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH 5(0 '"HIHUUHG YDULDEOH UHPXQHUDWLRQ
7KLY WDEOH VKRZV WKH WRWDI®R & 18 bBHY LRGNV V WDXQWH QYLD WURE® SUHYLRXV \HDL

7RWDO RI DF
GHIHU
UHPXQHU
7RWDO DP} 7RWDO DPRXQW BIZDUGH
GHIHU GHIHUUHG SUHYL
UHPXQHU 21 ZKLFK2lI ZKLFK UHPXQHUDWLRSHUIRUP
DZDUGH GXH WRHVWLQDZIDQGHG EHIRUI MKIRG W
'HIHUUHG DQG UHWDLQHG UHPXQHUBWHRQ YHVW LYXERHHTXHQWILQDQFLDO \HDYBHIVWHG
$W ‘HFHPEHU SHUIRUP ILQDQFLDIOQDQFRBWXDOO\ SDV&ERMFWQNR
\Y; SHUL \HDU \HDUVWKH ILQDQFLDO \HDBHUL
0% 6XSHUYLVRU\ IXQFWLRQ o o] o) o) o
0% ODQDJHPHQW IXQFWLRQ
&DVK EDVHG o]
6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV
2WKHU VHQLRU PDQDJHPHQW
&DVK EDVHG o]
6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV
2WKHU LGHQWLILHG VWDII
&DVK EDVHG o]

6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV

7RWDO DPRXQW

1RWH 6HOHFWHG URZV DQG FROXPQV ZKLFK DUH QRW DSSOLFDEOH WR WKH (XURSHDQ EDQN |
GHIHUUHG UHPXQHUDWLRQ DQG QR DGMXVWPHQWY GXH WR H[ SRVW LPSOLFLW DGMXVWPHQW\

7TDEOH (8 5(0 5HPXQHUDWLRQ RI PLOOLRQ (85 RU PRUH SHU \HDU

DwW

$W 'HFHPEHU ,GHQW K
W LQ

Vv L

WR EHORZ o
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ

o o0 00 o0 o0 o o

,QFOXGHVY WRWDO YHVWHG FDVK DQG HTXLW\ (TXLW\ SRUWLRQ LV YDOXHG DV DW WKH GDWH
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““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

(8 5(0 ,QIRUPDWLRQ RQ UHPXQHUDWLRQ RI VWDII ZKRVH SUR

7DEOH
LGHQWLILHG VWDII

PDWHULDO LPSDFW RQ LQVWLWXWLRQVx ULVN SURILOH

ODQDIJHPHQW ERG\ UHPXQHUDWLRQ®%XVLQHVYVY DUHDV

,QGHSHC

0% 0% LQWH

$W '"HFHPEHU 6XSHUYLYRQDIJHPHQW QYHVWPEHRUBRUDWHR QW
\ IXQFWLRQAXQFWLRQVDO 0®BDQNLOXQFWLRQ¥XoFw $00 RWEKRWDO

21 ZKLFK PHPEHUV RI WKH 0%
21 ZKLFK RWKHU VHQLRU PDQDJHPHQW

21 ZKLFK RWKHU LGHQWLILHG VWDII

7TRWDO UHPXQHUDWLRQ RI LGHQWLILHG
VWDII

21 ZKLFK YDULDEOH UHPXQHUOWLRQ

2l ZKLFK IL[HG UHPXQHUDWLRQ
1RWH 7KHUH DUH QR LGHQWLILHG VvVWDII PHPEHUVY DSSOLFDEOH WR WKH UHWDLO EDQNLQJ DQ

FROXPQV KDYH QRW EHHQ GLVFORVHG
,QFOXGHV UHPXQHUDWLRQ RI LQGHSHQGHQW QRQ H[HFXWLYH GLUHFWRUV ZKR DUH FRPSHQV
GLUHFWRUV DUH QRW LQFOXGHG LQ WKH VFRSH DV WKH\ DUH QRW FRPSHQVDWHG E\ WKH (XUF
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$SSHQGLF

$SSHQGL] 2ZWKHU ULVNYV

/[LTXLGLW\ ULVN

7KH (XURSHDQ EDQN GHILQHYV OLTXLGLW\ ULVN DV WKH ULVN DULVLQJ IUR
FDVK TXLFNO\ DQG HIILFLHQWO\ RU WR UROO RYHU RU LVVXH QHZ GHEW
ULVN LQFOXGHYV WKH LQDELOLW\ WR DFFHVV IXQGLQJ VRXUFHV RU PDQDJH

7KH (XURSHDQ EDQNxV RYHUDOO DSSURDFK WR OLTXLGLW\ PDQDJHPHQW L
LQ DPRXQW DQG GLYHUVLW\ VXFK WKDW FKDQJHV LQ IXQGLQJ UHTXLUHP
PDWHULDO DGYHUVH LPSDFW RQ HDUQLQJV FDSLWDO GDLO\ RSHUDWLRQV

7KH (XURSHDQ EDQN VHHNV WR HQVXUH WKDW WKH RYHUDOO OLTXLGLW\ U
PDQEDJLQJ WKH EDODQFH VKHHW DSSURSULDWH FRQVLGHUDWLRQ LV JLYHC
VXIILFLHQW OHYHOV RI OLTXLGLW\ DQG FRPSO\LQJ ZLWK DSSOLFDEOH |
RSWLPL]JLQJ WKH EDODQFH VKHHW 7KH EDODQFH VKHHW LV FKDUDFWHUL]F
DFFHVV WR H[WHUQDO IXQGLQJ VRXUFHY DW FRPSHWLWLYH UDWHYV DQG D
DFWLYLWLHY DQG LV DGHTXDWH WR DEVRUE SRWHQWLDO ORVVHYV

7KH (XURSHDQ EDQN KDV D VWURQJ OLTXLGLW\ ULVN PDQDJHPHQW FXOWXL
HPEHGGHG LQ LWV SROLFLHVY DQG SURFHVVHV

7KH JRDO RI WKH (XURSHDQ EDQNxV OLTXLGLW\ PDQDJHPHQW LV WR HQVX!
DQG HIIHFWLYHO\ PDQDJHG WKURXJK ZHOO GHVLJQHG SROLFLHV DQG FRC
HVWDEOLVKHG D UREXVW OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN WK|
SURFHVVHYV

7KH OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN LV SUHSDUHG LQ DFFRUGDC(
FRUSRUDWH VWDQGDUGY DQG HQFRPSDVVHV WKH XQLTXH VWUXFWXUH DQ(

SHVWLWXWLRQ ULVN

SHVWLWXWLRQ 5LVN UHODWHV WR WEH0RE®,7HD ARIR X QGHIH & RIPHPHUOAL\D DR E
UHLPEXUVH WKH FOLHQW IRU WKH YDOXH RI )LQDQFLDO ,QVWUXPHQWYV KHC
E\ D VXE FXVWRGLDQ RU D &6' ZLWKLQ WKH %1< OHOORQ FXVWRG\ QHW?Z
LQFOXGLQJ SULPH EURNHUV ZKHUH OLDELOLW\ KDV QRW EHHQ GLVFKDUJHG

SHVWLWXWLRQ ULVN LV WKH ULVN WKDW WKH (XURSHDQ EDQN LV ZLOOLQJ
ZDQWV WR RIITHU WR RXU FOLHQWY 7KH ULVN LV JRYHUQHG E\ OLPLWV W
URRP WR PRYH EH\RQG WKLV ZKHUH WKHUH LV D SDUHQWDO JXDUDQWHH I
WKH VXE FXVWRGLDQ

7KH PDLQ LPSDFW RQ WKH (XURSHDQ EDQN LV LQ WKH UROH RI GHSRVLWDU
LOQVWUXPHQWY KHOG LQ FXVWRG\ WKDW DUH ORVW E\ WKH GHSRVLWDU\ D
5LVN IRU WKH (XURSHDQ EDQN LV WKURXJK WKH GHSRVLWDU\ EXVLQHVV S
ORVW W\SLFDOO\ 5HVWLWXWLRQ OLDELOLW\ ZRXOG EH H[SHFWHG WR PDQ
LOQVROYHQF\ HYHQW +RZHYHU WKH PDWWHU LV YHU\ PXFK D WKHRUHWLEFD
PDUNHW SODFH
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
6WUDWHJLF ULVN

BWUDWHJILF ULVN LV GHILQHG DV WKH ULVN DULVLQJ IURP DGYHUVH EXV
GHFLVLRQV RU ODFN RI UHVSRQVLYHQHVV WR FKDQJHV LQ WKH ILQDQFLDC
RU EXVLQHVV ULVNV PD\ DOVR DULVH IURP WKH DFFHSWDQFH RI QHZ EX
SURGXFWVY VWUDWHJILF ILQDQFH DQG ULVN PDQDJHPHQW GHFLVLRQV EX
DFTXLVLWLRQV GLYHVWLWXUHV MRLQW YHQWXUHV DQG PDMRU FDSLWDO |

7KH (XURSHDQ EDQN KDV D PRGHUDWH DSSHWLWH IRU 6WUDWHJLF ULVN
FRQFHQWUDWLRQ ZLWKLQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ DQG H[SF
XQGHUVWDQG DQG KDYH DQ DSSHWLWH WR DVVXPH WKHVH ULVNV +RZ
FRQFHQWUDWLRQ DQG FDSLWDO PDUNHWYVY H[SRVXUH LV SUXGHQW DQG GLI
VWUDWHJ\

7KH %RDUG LV FRPPLWWHG WR HQVXULQJ WKDW VWUDWHJILF LQLWLDWLY
RUJDQL]DWLRQ RU RSHUDWLRQV PXVW EH HIIHFWLYHO\ PDQDJHG XVLC
PHWKRGRORJ\

*URXS ULVN

*URXS ULVN LV WKH ULVN WKDW WKH ILQDQFLDO SRVLWLRQ RI WKH (XURSH
ILQDQFLDO DQG QRQ ILQDQFLDO ZLWK RWKHU HQWLWLHV ZLWKLQ %1< Ot
OHOORQ

7KH (XURSHDQ EDQN DV D PHPEHU RI WKH %1< OHOORQ *URXS RSHUDWH
LOWHUHVWY ZKLOH DW WKH VDPH WLPH PDLQWDLQLQJ LWV LQGHSHQGHC
JRYHUQDQFH IUDPHZRUN ZKLFK SURWHFWYV WKH LQWHUHVWYV RI WKH HQWLYV

7KH (XURSHDQ EDQN V PDQDJHPHQW KDV FRQVLGHUHG VHYHUDO SRVVLEC(
DIlIHFWHG WKHVH LQFOXGH ,7 VHUYLFHV RXWDJH DQG RWKHU EXVLQHVY\
RSHUDWLRQDO LVVXHV WKH\ DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW
LOQFOXGHG LQ WKH VFHQDULRY DV SDUW RI RSHUDWLRQDO ULVN DVVHVVPH

ORGHO ULVN

ORGHO ULVN UHIHUV WR WKH SRVVLELOLW\ RI XQLQWHQGHG EXVLQHVYV RXW
Rl PRGHOV ORGHO ULVN LQFOXGHV WKH SRWHQWLDO ULVN WKDW PDQDJH
LOQFRUUHFW PRGHO UHVXOWY RU LQFRUUHFW XQGHUVWDQGLQJ DQG XVH R

ORGHO ULVN FDQ UHVXOW LQ PDWHULDO ILQDQFLDO ORVV LQDFFXUDWH I
VWUDWHILHY RU GDPDJH WR WKH UHSXWDWLRQ RI WKH (XURSHDQ EDQN RU

7KH (XURSHDQ EDQN XVHV PRGHOV LQ LWV ULVN PDQDJHPHQW IUDPHZRUN
WKH UHOHYDQW FRUSRUDWH SROLFLHVY DQG PRGHO ULVN PDQDJHPHQW I1UD
LOQWR RQH RI WKUHH WLHUV EDVHG RQ PDWHULDOLW\ FRPSOH[LW\ DQG !
DSSOLFDEOH WR WKH PRGHO FODVVHV 7KH (QWHUSULVH ORGHO 5LVN &RP
HOQOWHUSULVH OHYHO DQG DSSURYHV WKH RYHUDOO IUDPHZRUN DQG VWDQ
7KH ORGHO 5LVN ODQDJHPHQW *URXS EDVHG LQ WKH 86 UHWDLQ XOWLPDW

ORGHO 5LVN ODQDJHPHQW *RYHUQDQFH KDV UHVSRQVLELOLW\ IRU WKH
PHFKDQLVP WR UHSRUW RQ PRGHOV WR NH\ VWDNHKROGHUYV

ORGHOV WKDW LPSDFW WKH FDSLWDO DVVHVVPHQW SURFHVV DUH FDWHJF
YDOLGDWLRQ RI 7LHU PRGHOV LV GRQH E\ D GHVLJQDWHG LQGHSHQGHDGC
UHTXLUHG WR EH YDOLGDWHG RU UHYLHZHG DV SHU WKH YDOLGDWLRQ VW

%1< OHOORQ LQWHUQDO DXGLW SURYLGHYV LQGHSHQGHQW UHYLHZV RI FRP

o
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= 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$SSHQGL] *ORVVDU\ RI WHUPV

7KH IROORZLQJ DFURQ\PVY DUH D UDQJH RI WHUPV ZKLFK PD\ EH XVHG LQ %

$FURQ\P 'HVFULSWLRQ $FURQ\PHVFULSWLRQ

$%6 $VVHW %DFNHG 6HFXULW&HV &ROOHFWLYH ,QYHVWPHQW 6Fk
$&35 $XWRULWH GH &RQWUROHGY XGHR@WS HWDHONOGHNHW $XWKRULW\
SHVROXWLRQ &2& &RPSHQVDWLRQ 2YHUVLJKW &R
$)5 $YDLODEOH )LQDQFLDO SHVRXUFHY 66 o SHUDWLRQDO 2YHUVLIKYV
$,) $OWHUQDWLYH ,QYHVWPHOMW )JXQG p bR 5HSRUWLQJ
$/&2 $VVHW DQG /LDELOLW\ &RPPLWWHH Gl w 4XDOLW\ 6WHSYV
$/0 $VVHW /LDELOLW\ 0DQDIHPHQW ¢ 55| WwpO SHTXLUHPHQWYV 'LUHF
$o/ $QWL ORQHI /DXQGHULQI 5 &UHGLW 5LVN OLWLJDWLRQ
$6 SVVHW 6HUYLFLQJ &528& &UHGLW 5LVN 2YHUVLJKW &RPP
$7 $GGLWLRQDO 7LHU &55 &DSLWDO 5HTXLUHPHQWYV 5HJX
$8& SVVHWV 8QGHU &XVWRG\ ¢, &OLHQW B6HUYLFH 'HOLYHU\
%$e& BXVLQHVV $SFFHSWDQFH §REPELWWHIL o) WwwHH IRU 6\WWHPLF 5LV
%$8 %XVLQHVV DV XVXDO 6\WWHP UHOHYDQW )LQDQFLDO ,
%D)LQ JHGHUDO )LQDQFLDO 6X88B8) YLVRBPPLVVLRQ GH 6XUYHLOODQF

$XWKRULW\ %XQGHVDQVWDOW IXUQDQFLHU
JLQDQIGLHQVWOHLVWXQJIVPIKI Y LFKW s  wpo DQG 6WUHVV 7THVWLG

0" 0 '

%' $6 YURNHU '"HDOHU DQG $GY§5/RU\ 6I—&Lh\{JL§:d-|O/DWH ZUXVW

0" 0 '

%) ADQTXH "H JUDQFH &76 &OLHQW 7THFKQRORJ\ 6ROXWLR(
% (0&2 %HOJLXP ODQDJHPHQW &R%QFLO '"HXWVEKH %DQN

0 0 '

%, »DQFD * ,WDOLD "1% 'H 1HGHUODQGVFKH %DQN

%1< OHOORQ 7KH %DQN RI 1HZ <RUN,OHOO,R
&RUSRUDWLRQ 313 H%LYHU\ YHUVXV 3D\PHQW

%1< OHOORQ 7KH %DQN RI 1HZ <RdﬁI0HOO(I&%RVXUH DW GHIDXOW

6% 19 6% 19 (& (XURSHDQ &RPPLVVLRQ
%1l< OHOORQ %1< OHOORQ 7UXVW (&H4SRVLWPHEWHG &UHGLW /RVVHV
7'a.] 8. /LPLWHG (&$3 (FRQRPLF &DSLWDO
%1<,)& %l< ,QWHUQDWLRQDO )LQQQFLQJ o
&RUSRUDWLRQ P&/g3 (XURSHDQ &HQWUDO %DQN

%1l< OHOORQ %1l< OHOORQ 6HUYLFI£|&0 (PEHGGHG &RQWURO ODQDJHPH
X .DSLWDODQODJH *HVHOOVHKDIW PB¢$ ((HFXWLYH &RPPLWWHH
%5 & %XVLQHVY 5LVN &RPPLWWH4IHS$ ([ WUHPHO\ +LJK 4XDOLW\ /LTXL(
&$66 &OLHQW $VVHW 6RXUFHER®RMS 5XOQMKXVYWRSH OLGGOH (DVW DQG $I1UL
& %, &HQWUDO %DQN RI ,UHODR®G (0($ 5SHPXQHUDWLRQ *RYHUQDQI
& &) &UHGLW &RQYHUVLRQ )DFWRU &RPPLWWHH
& (2 &KLHI ([HFXWLYH 2IILFHU (650& &(F(2)|(3$PE\|;|V(\3VLHRHU SLVN 0DQDJHPHQW
& () &ULWLFDO (FRQRPLF )XQFe/gLRQ (XURSHDQ 8QLROQ
& (7 &RPPRQ (TXLW\ 7LHU (85 (XUR
&*% &$66 *RYHUQDQFH %RG\ (: (DUO\ :DUQLQJ ,QGLEDWRUV

>
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$FURQ\MHVFULSWLRQ $FURQ\PHVFULSWLRQ

([&R ([HFXWLYH &RPPLWWHH 01% ODVWHU QHWWLQJ DJUHHPHQW\
)&S JLQDQFLDO &RQGXFW $XW K RABLOW \ ORGHO 5LVN ODQDJHPHQW *URX
o8V JLQDQFLDO PDUNHW XWLOLWBHAV ODWHULDO 5LVN 7DNHU
)56 JLODQFLDO 5HSRUWLQJ 6WDQO¥DUG 1HW $VVHW 9DOXH
)603$ JLODQFLDO 6HUYLFHY DQG 0DWHWHWY $RWKRQODW\%DQN RI %HOJLXP
); JRUHLJQ ([FKDQJH 1RP&R IRPLQDWLRQ DQG *RYHUQDQF
*6,), *OREDO 6\VWHPLFDOO\ ,PSRIBWD QW NHQYDEFDBOH )XQGLQJ 5DWLR
 QVWLWXWLRQ 2 6,, 2WKHU VA\VWHPLFDOO\ LPSRUW
* *
&$ OREDO &XVWRGH $JUHHPHQ\§/&, 2WKHU &RPSUHKHQVLYH ,QFRP]I
* *
63 OREDO 6HFXULWLHYV 3URFH\§Y’|&Q/J 2SHQ HOGHG ,QYHVWPHQW &RF
3 *LIJK OHYHO $VVHVVPHQW 250) 2SHUDWLRQDO 5LVN ODQDJHPHC
+4/% +LJK 4XDOLW\ /LTXLG $VVHW2\/56$ 2SHUDWLRQDO 5LVN 6FHQDULR
+5&& +XPDQ 5HVRXUFHY &RPSHQVDWLRQ
&RPPLWWHH 3/ BURILW DQG /RVV
,$6 ,QWHUQDWLRQDO $FFRXQWL3C3S] 6WD6%VI¥U8WLDO JXWXUH ([SRVXUH
,$6% ,QWHUQDWLRQDO $FFRXQW13_%$J 6WD%2%%Q/W‘%RBU5€'JXODWRU\ $XwW
&SP ,QWHUQDO &DSLWDO $VVHV\E)§?-|QW 5LVN $SSHWLWH 6WDWHPHQW
0, 0,
,&$3$3 ,QWHUQDO &DSLWDO $GHTX%‘%¢R@VVH\§{7¥N(§WPPLWWHH RI'WKH %RD
BURFHVYV 5&6% 5LVN DQG &RQWURO 6HOI $VVH
,&5& ,QFHQWLYH &RPSHQVDWLR®®BHYLHALVYVN ODQDJHU
&RPPLWWHH 50& 5LVN ODQDJHPHQW &RPPLWWHH
,)56 ,OQOWHUQDWLRQDO )LQDQFLD HSRU J
6WDQGDUGYV g’o% SV\“/RI ODQDJHPHQW 30ODWIRUP
J$3$3 ,QWHUQDO /LTXLGLW\ $GHT)§BI§\ $VV?—|HVFV%W_€)% DQG 5HVROXWLRQ 30
BURFHVYV 5: 5LVN ZHLJKW
JF ,QGLYLGXDO /LTXLGLW\ *XLGD®FH 5LVN :HLIJIKWHG $VVHWYV
,55% % ,QWHUHVW 5DWH 5LVN RQ ®BPOQONLQBSIWIREEBIDUGLVHG $SSURDFK
,006 ,QWHUQDWLRQDO ORQH\ ODQDIHPHQHBXWM. MR J)LOQDQFLQJ 7UDQVDF\
,6'$ ,QWHUQDWLRQDO 6ZDSV DQG/'"HULYPWWYHMH /HYHO 'HVFULSWLRQ
$VVRFLDWLRQ 65(3 6XSHUYLVRU\ UHYLHZ DQG HYD
,60 ,QYHVWPHQW 6HUYLFHV DQ%Q?UNH%\/NQLRU 5LVN 21ILEHU
.7 ,QIRUPDWLRQ 7THFKQRORJ\ 7 ZUXVW "HSRVLWDU\
.5, .H\ 5LVN ,QGLFDWRU 7 7 ZLHU ZLHU
<& -QRZ ARXU FXVWRPHU 7&5 7TRWDO &DSLWDO 5HTXLUHPHQW
/&5 /LTXLGLW} &RYHUDJH 5DWI‘R75& 7THFKQRORJ\ 5LVN &RPPLWWHH
(52 /HIDO (QWLWY S5LVN 21ILFHU 7/$& 7TRWDO /RVV $EVRUELQJ &DSDF|
0, 0,
2% [LQH RI%XVLQHVYV 8&,76 8QGHUWDNLQJV IRU &ROOHFWI
/2" /LQH RI '"HIHQVH 7UDQVIHUDEOH 6HFXULWLHV
oL),' ,, ODUNHWY LQ J)LQDQFLDO ,QaD/MU X P HQMNO/XH. UDMAF &/IL\Y M
>
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7KH IROORZLQJ WHUPV PD\ EH XVHG)LQ DMXAL\D G REFXKCERMW $XWKRULWDQF&H

$G YDORODHWKRG IRU FKDUJLQJ IHHERBEXEW ﬁé "W HLW\ UHJ{%%\’/\/H;/U\)/(V&(:
WKH YDOXH RI JRRGV DQG VHUYLFHY "LGV Gy Lg ) Q&E REMHFWLY H
UDWH RU E\ ZHLIKW RU TXDQWLW\ [ UBWL Bl Y% 3 B ] ,@NLF% ZHOO

YDOXH

%DVHO7KH FDSLWDO UHIRUPV DQG N V%/ Y%ﬂ%l?% IH%IVPEVQWDOVV\*HI%VZ%%VI\:/}
JOREDO OLTXLGLW\ VWDQGDUG S H IE H %ﬁ I\_/g

LJX \Jlk 5 DO ULVN LV
0 0
&RPPLWWHH RQ %DQNLQJ 6XSHUYLV HUS 8_?\/\/ KLJK PRGHUDWH PRGH

%,3583UXGHQWLDO VRXUFHERRN IRRZLWKDGQNWHFEXIRGDQWLFLSDWHG

VRFLHWLHY DQG LQYHVWPHQW ILUP\,/QYHVWPHQW JLUPV 'LUHBW BDHS LW DO

%UH[ZMWH 8QLWHG .LQJGRP V UHIHUHHXEIXPEX BHFOWURQOWR LYH SDFNDJH LVV)
OHDYH WKH (8 &RPPLVVLRQ DQG DGRSWHG E\ (8 P&t

&5' 9 2Q  -XQH WKH (XURSHDQ &P URNRE WR . QYHVWPHQW )LUPV

ILUVW SXEOLVKHG WKURXJK WKH ,RIYHMWPH QRX YIQIPY RH IYBEKHWORY LR PS5V

(XURSHDQ B8QLRQ LWV OHJLVODWVR®LUHFRWOD D&BSLWDEOH WR DQ\RQH

SHTXLUHPHQWYV 'LUHFWLYH &5'LQ DKPWGSHRW RIWDKOH DSSOLFDWLRQ RI
RUR

SHTXLUHPHQWY 5HJXODWLRQ &55 l_fK KHU I

WKH &5' SDFNDJH 7KH SDFNDJH LPS’L8 % o GWDQG?LUHGGLVI'D"\(/;
.., UHIRUPV LQ DGGLWLRQ WR WKH F% I({I; UrREBDNYY

RQ VDQFWLRQV IRU QRQ FRPSOLDQ LW AR DO UXOHV

FRUSRUDWH JRYHUQDQFH DQG UHPXQQHIDYDIR XDBKMW DD VEBWWXDF\ $VVHYV
LWHUDWLRQ &5' 9 &55 ,, DSSOLHV JRB 7KHXQHURXSxV RZQ DVVHVVPHQW
RQZDUGV ZLWK FHUWDLQ UHTXLUH PRHQRMD\E MM BWOWMRKIDHW SIKD \HHH G WR KROG

&DSLWDO 5HTXLUHPHQWYV 'LBFFFD/%U.\O%%/é%%éULVN SURILOH TURP UHJXODWR!
DGHTXDF\ OHJLVODWLYH SDFNDJH L X IE?\«/Y(H (XURSHDQ

&RPPLVVLRQ DQG DGRSWHG E\ (8 PHBEH W WWDMHSJUKBHEBREXWP HQW WKDW R

\
&DSLWDO SHTXLUHPHQWYV  5HJIXQDS %/ UPVeReSOLHG WKR DWGHUSLJL?V\CVLLF
5HIXODWLRQ WKDW LV GLUHFWO\ D :% é:J é—lr HRZB \W%E%ﬁgﬁw KDY
(XURSHDQ 8QLRQ DQG LV QRW wuRQ\ HY \P lWquD

oDz Q' LV HQWHUH

&RPPRQ (TXLW\ 7LHU 7KHDELWMHY W \ éLL\(/\g\\’QEGXL\fDWRM\ S'WNH’\?GI\'/VFRDWElYJ
IRUP RI UHJXODWRU\ FDSLWDO XQ L % 6’P ,,\,/\/IL—'%%%%L\@:Q/%GXDO ULV N
FRPPRQ VKDUHV LVVXHG DQG UHO V) L?I—'f' SUH P

UHWDLQHG HDUQLQJVY DQG RWKHU YHV H[FOXGLQJ WKH

FDVK IORZ KHGJLQJ UHVHUYH OHVEDV @HRL I1H\EG WLIQIX POWBRHPHHIOPAH QW EHW
DGMXVWPHQWYV WZR FRXQWHUSDUWLHV WKDW KDYH P

&RUH 7LHU FOBQWHD® XS VKDUH = IﬂN K \;3 WKDWJSKURYLGHV IHRUSSN\‘;l
HOLJLEOH UHVHUYHV SOXV HTXLW\ % 5% ém\%H-%,\HDVQ\ RQH
OHVV LQWDQJLEOH DVVHWY DQG RW é‘IQ LR \/

0
&UHGLW ULVN PLWLIDWHRIQQLEZXEHB W #DVHO ,,, WKDW VH

L HH SDUW RI
WKH FUHGLW ULVN DVVRFLDWHG Vw )EL%I-I?V \DERXW WWK;HLS
DSSOLFDWLRQ RI FUHGLW ULVN PL % Qg)j Ié QVW R\;Y?< Bﬁl_l\!ip%tjt WR H
JXDUDQWHHV DQG FUHGLW SURWHI:Vzl'LV LSOLQH DQG LPSURYH WKH LQIRUI
'"HULYDWE YG-HWLYDWLYH LV D ILQDQFWBRONVK®VRDUMXNPHHVY W WKDW

GHULYHV LWV YDOXH IURP RQH RU\gﬁyéHé%ﬁ%%O”s%ﬁxDovavW\ﬁvQ SXYWHKRUL'

'RU H[DPSOH ERQGV RU FXUUHQFLH WDWXWRU\ ERG\ UHVSRQVLEOH IR
([SRVXUHFODLP FRQWLQJHQW FODLPXEBH BRMMIRAIZKDRIKNY EXLOGLQJ VR
FDUULHV D ULVN RI ILQDQFLDO ORVMQVXUHUVY DQG PDMRU LQYHVWPHQW I

0, ‘
(ISRVXUH DW GHIDXRMW DRBXQW H[sHPWHY Wwr/XEVLGLDUL RI WKH %DQN RI (

EH RXWVWDQGLQJ DIWHU DQ\ FUHGIHW LWGLAMNO PR ERM Bl DSWVRICR GL IRBR Y G WD QG L C
ZKHQ D FRXQWHUSDUW\ GHIDXOWVUHSRUWHIQHFE®D/WBUWRQWKH PDWXULW
EDODQFHVY DV ZHOO DV DOORZDQFHHRIRXRXRGHDZQ DPRXQWYV RI
FRPPLWPHQWY DQG FRQWLQJHQW H[SRVXUHV RYHU D RQH

\HDU WLPH KRUL]RQ

o

BNY MELLON
$SSHQGL] 3LOODU 'LVFORVXUHXHFHPEHU
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5LVN DSSHWHWMHLWLRQ RI WKH W\SHV DQG TXDQWXP RI
ULVNV WR ZKLFK WKH ILUP ZLVKHV WR EH H[SRVHG

5LVN DQG &RQWURO 6HOI $VVANVVIRHQW 5&6%

DQG &RQWURO 6HOI $VVHVVPHQW LV XVHG E\ EXVLQHVY OLQHYV
WR LGHQWLI\ ULVNV DVVRFLDWHG ZLWK WKHLU NH\ EXVLQHVV
SURFHVVHV DQG WR FRPSOHWH D GHWDLOHG DVVHVVPHQW RI
WKH ULVN DQG DVVRFLDWHG FRQWUROV

5LVN *RYHUQDQFH )UBKPHBERUYUN JRYHUQDQFH

IUDPHZRUN KDV EHHQ GHYHORSHG LQ FRQMXQFWLRQ ZLWK
%1l1< OHOORQ UHTXLUHPHQWYV .H\ HOHPHQWYV RI WKH
IUDPHZRUN DUH

a)RUPDO JRYHUQDQFH FRPPLWWHHYV ZLWK PDQGDWHYV
DQG GHILQHG DWWHQGHHYV

a&OHDUO\ GHILQHG HVFDODWLRQ SURFHVVHYV ERWK
LQIRUPDOO\ PDQDJHPHQW OLQHV DQG IRUPDOO\
JRYHUQDQFH FRPPLWWHHY ERDUG HWEF

a$ FOHDU EXVLQHVYV DV XVXDO SURFHVV IRU LGHQWLILFDWLRQ
PDQDJHPHQW DQG FRQWURO RI ULVNYV

a5HJXODU UHSRUWLQJ RI ULVN LVVXHYV

5LVN ODQDJHPHQW &RPPLS$WRIMHPL\WWH H
ZKLFK PHHWY PRQWKO\ WR SURYLGH JRYHUQDQFH RQ ULVN
UHODWHG LWHPV DULVLQJ IURP WKH EXVLQHVY RI WKH JURXS

5LVN ZHLJKWHG $VVHWYVH®S:s WKDW DUH
DGMXVWHG IRU WKHLU DVVRFLDWHG ULVNV XVLQJ ZHLJKWLQJV
HVWDEOLVKHG LQ DFFRUGDQFH ZLWK &5'" 9 UHTXLUHPHQWYV

6WDQGDUGLVHG $SSUBPWKRG6EKVHG WR

FDOFXODWH FUHGLW ULVN FDSLWDO UHTXLUHPHQWY XVLQJ WKH
%DVHO ,,, &5'"9 &55,, PRGHO VXSSOLHG E\ WKH %&%6

7KH 6% PRGHO XVHV H[WHUQDO FUHGLW DVVHVVPHQW
LOQVWLWXWLRQ UDWLQJYV DQG VXSHUYLVRU\ ULVN ZHLJKWV VXSSOLHG
E\ HHTWHUQDO FUHGLW DVVHVVPHQW DJHQFLHV

7LHU FDS$IPRPSRQHQW RI UHJXODWRU\ FDSLWDO XQGHU

%DVHO ,,, PDLQO\ FRPSULVLQJ TXDOLI\LQJ VXERUGLQDWHG
ORDQ FDSLWDO UHODWHG QRQ FRQWUROOLQJ LQWHUHVWV DQG
HOLJLEOH FROOHFWLYH LPSDLUPHQW DOORZDQFHYV

9DOXH DW 5LVE PYD¥XUH RI WKH SRWHQWLDO ORVYV
DW D VSHFLILHG FRQILGHQFH OHYHO IURP DGYHUVH PDUNHW
PRYHPHQWYV LQ DQ RUGLQDU\ PDUNHW HQYLURQPHQW

o

BNY MELLON
$SSHQGL] 3LOODU 'LVFORVXUHXHFHPEHU



~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

$SSHQGL] &55 ,, UHIHUHQFHYV
&RPSOLDQFH UHI DSSO|FB®AH DW
&55 ,, UHI |5HTXLUHPHQW VXPPDU\ "HFHPEHU UH |
6FRSH RI GLVFORVXUH UHTXLUHPHQWV
,QVWLWXWLRQV VKDOO SXEOLVK 3LOODU  GLVRBQRWEWOHY &55 YU TXHQF\
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([SRVXUH WR FRXQWHUSDUW\ FUHGLW ULVN &&5
D "HVFULSWLRQ RI SURFHVV WR DVVLJQ LQWHUQDRYRDKIDQFE DQG FUHGLWIOLPLWYV
&&5 H[SRVXUHV
E "LVFXVVLRQ Rl SURFHVV WR VHFXUH FROODSRUDDWBOEO NDWRENVLRRQIQQG PDI
UHVHUYHV
F 'LVFXVVLRQ RI PDQDJHPHQW RI ZURQJ ZD\ H[SRYRQHWVZD\ ULVN L]
G "LVFORVXUH Rl FROODWHUDO WR EH SURYLSGHG $ RRWHGREIW UMWW & H{VH \ERZW JRIDG |
UDWLQJV GRZQJUDGH PDQDJHG DW WKH %1< OHOJORQ &RUS OH"
H 7KH DPRXQW RI VHJUHJDWHG DQG XQVHJDHEIHVHG FFRO G&EW H UCRP SRVFIMLYRIG R
DQG SRVWHG FROODWHUDO IRU &&5 H[SRVXUHV
[ (ISRVXUH YDOXHV EHIRUH DQG DIWHU WKH HIIHFW RI WKH FUHGILW ULVN
PLWLJDWLRQ RI GHULYDWLYH WUDQVDFWEREOYH (8 &&5 $QDO\\YLV | &&5
J (ISRVXUH YDOXHV EHIRUH DQG DIWHU MWHKABRMXHHEWVE\ROSWWRDEKHGILW ULVN
PLWLJDWLRQ RI VHFXULWLHV ILQDQFLQJWUDQVDFWLRQV
K 7KH H[SRVXUH YDOXHV DIWHU FUHGLW |WID\END HP L W I( 8 DAARISR @ UHDIQWEW W LIRGRA) WX EIM H
DVVRFLDWHG ULVN H[SRVXUHV IRU FUHGRZMQ YRXQ BN WILHRIX LDGINP X\OMRH IRW & DS IUW D K
FKDUJH
L (ISRVXUH YDOXH WR FHQWUDO FRXQWHUBBUWLHY DQG WKH DVVRF|LDWH$ ULVN
H[SRVXUHV
M 7KH QRWLRQDO DPRXQW DQG IDLU YDGXH RI FUHGLW GHULYDWLIYH
WUDQVDFWLRQV
N (VWLPDWH RI DOSKD LI DSSOLFDEOH 1$ 1$
o) 6HSDUDWHO\ WKH GLVFORVXUHV LQFOXGHEQK® SRLQWS H&RS $UBMIBQB LU @Ly® G
SRLQW J RI $UWLFOH DSSURDFK O &&5 H[SRVXUHV E\ UHJXOD
H[SRVXUH FODVV DQG ULVN ZHLJKWYV
P YJRU LQVWLWXWLRQV XVLQJ WKH PHWKR[GN\D B/GIW R X W8 L@ &GH FHQROW LVWRII &&5
&KDSWHU Rl 7LWOH ,, 3DUW 7KUHH WK RAXKWHRE\WIKSSIURREX DQG RII
EDODQFH VKHHW GHULYDWLYH EXVLQHV
&RXQWHUF\FOLFDO FDSLWDO EXIIHUV
D *HRJUDSKLFDO GLVWULEXWLRQ RI WKH 7BE®RWXUH ®RXEWX% D OHRJIUDNIKLFDO
ZHLJKWHG H[SRVXUH DPRXQWYV RI LWV FUGIGLWUH Rl FUHGLW H[SRVXUHV |
WKH FDOFXODWLRQ RI WKH FRXQWHUF\F
E $PRXQW RI WKH LQVWLWXWLRQ VSHFLILF FRDOHN H U F8 FEO8L<P O$ PR S IQWID B | HQ VHAUL W X )
VSHFLILF FRXQWHUF\FOLFDO FDSLWDO E

,QGLFDWRU

V RI JOREDO V\VWHPLF LPSRUWDQFH

|‘LVFORVXUH RI WKH LQGLFDWRUV RI JORlELD$) VA\VWHPLF LPSRUWDQFl—l

1$

&UHGLW ULVN DGMXVWPHQWYV

D 'LVEFORVXUH Rl EDQNxV VFRSH DQG GHILQLWISRMO\RLVSBYVSDEWHGREOEIQG LPSIE
LPSDLUHG H[SRVXUHV

E $SSURDFKHV IRU FDOFXODWLQJ VSHFUILF DQ®QDGI\YHYVDRI FDWELEXHIOWG LPSE
DGMXVWPHQWYV H[SRVXUHV

F ,QIRUPDWLRQ RQ WKH DPRXQW DQG TXDOLQ IR\ \SHURR FRIHGIL WORIQY IN]
SHUIRUPLQJ DQG IRUERUQH H[SRVXUHV [[RU ORDQV GHEW VHFXULWLHV DQG
RIl EDODQFH VKHHW H[SRVXUHV

G $Q DJHLQJ DQDO\VLV RI DFFRXQWLQJ SDVIW$GXH H[SRVXUHV 1$

H 7KH JURVV FDUU\LQJ DPRXQWV Rl ERWK| TOHHOXOWH G(D Q&4 Q RIX GEILIVX O WHGOR Q
H[SRVXUHV SHUIRUPLQJ H[SRVXUHV E\|JHRJUDSK\

I &KDQJHV LQ WKH JURVV DPRXQW RI| GH|DXBWMHG R®B BHG3RUIRDODQFHRIQG QROQ
VKHHW H[SRVXUHV SHUIRUPLQJ H[SRVXUHV DQG UHOD

SURYLVLRQV
J 7KH EUHDNGRZQ Rl ORDQV DQG GHEW VHFREOWMLH V(E\&EH $LODYDXOU P BW RUHWS RV X U H

8QHQFXPEH

UHG DVVHWYV

(0]0)
DV

 QVWLWXWLRQV V

KD GLVFORVH LQIRU
DQG XQHQFXPEHUHG VHWYV

[
(

w

D FEHQWEAROBLQJ WG L
QF

LRQ
EUDQFH

XP

U, H QEFsaPEHW H

8VH RI (&$,V

D 1DPHV RI WKH (&$,V XVHG LQ WKH FDOFXODWIWURMLFOH6WD@GHDUGILVAAH RI WKF
$SSURDFK 5:$3V DQG UHDVRQV IRU DQ\ FKPRIHEDUGLVHG $SSURDFK
E ([SRVXUH FODVVHV DVVRFLDWHG ZLWK H|OFK (&S$, 1$
F ([SODQDWLRQ RI WKH SURFHVV IRU WU/OLQ¥ ODWIL@VOB D Q GUDMSLSILI®] LY VWDR/
FUHGLW TXDOLW\ VWHSV JXLGDQFH LQ $UWLFOHV RI &55 ,,
G 0DSSLQJ Rl H{WHUQDO UDWLQJ WR FUHG|ILWS$TXDWODLQMODVWHIRQ DQG PPSSL@J LV DV
JXLGDQFH LQ $UWLFOHV RI &55 ,,
H (ISRVXUH YDOXH SUH DQG SRVW FUHGLW TOLEVONHP LW(BJR% LRWD @& B U B/GY MGT X5 S WU D
VWHS
([SRVXUH WR PDUNHW ULVN
"LVFORVXUH RI SRVLWLRQ ULVN ODUJH|H[SRVXUHVLAQHHHGL&ERE QLALWSIRIYXUH W]
VHWWOHPHQW DQG FRPPRGLWLHY ULVN [PDUNHW ULVN
>
,0
BNY MELLON
$SSHQGL] 3LOODU 'LVFORVXUHXHFHPEHU
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2SHUDWLRQDO ULVN PDQDJHPHQW

D 7KH DSSURDFKHV IRU WKH DVVHVVPHQW|RI RZGUWQEUHJH T XI56HR HQMW URIW LR QDO
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07KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$SSHQGL]J &DSLWDO LQVWUXPHQWY WHUPV DQG FR

7KLV LV D W U D) QDAL FQIRLRRU LQIRUPDWLRRQGRQPOUHS® @B\ BH W R DHEQ WWKHH
(QJOLVK YHUVLRQV RQO\ WKH )UHQFK YHUVLRQ VKDOO EH YDOLG
7KH %DQN RI 1HZ <RUN OHOORQ
3XEOLF /LPLWHG /LDELOLW\ &RPSDQ\
5XH ORQWR\HU QXPEHU DW %UXVVHOV

9$7 % ( 5/( %UXVVHOV
,1&25325$7.21GHHG H[HFXWHG E\ WKH XQGHUVLJQHG 1RWDU\ RQ WKLUW\

SXEOLVKHG LQ H[WUDFW IRUP LQ WKH $QQH[HVY WR WKH %HOJLDQ 2IILFLDO

02'.).&%7.21 2) 7+( $57 . &/(6 2) $662& , EHRAG H[HFXWHG E\ 0OU %HUWUDQG 1|

IRWDU\ RQ WZHQW\ VHYHQ $SULO WZR WKRXVDQG DQG QLQH SXEOLVKHG
2I1ILFLDO *DJHWWH WKH IROORZLQJ HLJKW 0D\ XQGHU QXPEHU

02'.).&%7.21 2) 7+( $57.&/(6 2) $662& , &EHRALG UHDOL]LQJ D FDSLWDO LQFUH

%HUWUDQG 1HULQF[ DVVRFLDWHG 1RWDU\ RQ WKLUW\ 6HSWHPEHU WZR Wi
ILUVW 2FWREHU WZR WKRXVDQG DQG QLQH FORVLQJ RI WKH PHHWLQJ !
%HOJAIDIOFLDO *RIMWWZWBYH 2FWREHU XQGHU QXPEHU

02'.).&%7.21 2) 7+( $57 . &/(6 2) $662& , EHRAG H[HFXWHG E\ 0OU %HUWUDQG 1|

IRWDU\ LQ %UXVVHOV RQ VHFRQG 'HFHPEHU WZR WKRXVDQG HOHYHQ SXI
%HOJLDQ 2IILFLDO *D]JHWWH WKH IROORZLQJ WZHQW\ WZR '"HFHPEHU XQGHU

02'.).&%7.21 2) 7+( $57 . &/(6 2) $662& , EHRAG H[HFXWHG E\ 0OU %HUWUDQG 1|

IRWDU\ LQ %UXVVHOV RQ -DQXDU\ UHDOL]LQJ D FDSLWDO LQFUHDVFE
%DQN RI 1HZ <RUN OHOORQ ,UHODQG /LPLWHG WKH PRGLILFDWLRQV RI \
JHEUXDU\ LQ WKH SURFHVV RI EHLQJ SXEOLVKHG

02',),&%7.,21 2) 7+( $57,&/(6 2) $662& ,6HRG H[HFXWHG E\ OU %HUWUDQG 1HUL

LQ %UXVVHOV RQ ODUFK UHDOL]LQJ D FDSLWDO LQFUHDVH DV UHV X(
1HZ <RUN OHOORQ /X[HPERXUJ 6 $ WKH PRGLILFDWLRQV RI WKH $UWLFC
LQ WKH SURFHVYV RI EHLQJ SXEOLVKHG

&225,1$7(" 9(56,21 2) 7+( $57,&/(6 2) $662&,$7,21
7.7/(21( _ /(*$/)250

$57,&/( 1$0(

7KH FRPSDQ\ LV LQFRUSRUDWHG XQGHU WKH OHJDO IRUP RI D SXEOLF OLI
QDPHG 7KH %DQN RI 1HZ <RUN OHOORAQ

,Q DOO ZULWWHQ GRFXPHQWYV LVVXHG E\ WKH FRPSDQ\ WKH QDPH PXVW EF
VRFLOW® DQRQ\PH RU WKH LQLWLDOV 6%

$57,&/( 5(*,67(5(" 2)),&(
7KH UHJLVWHUHG RIILFH Rl WKH FRPSDQ\ LV HVYWDEOLVKHG DW %UXVVH

7KH UHJLVWHUHG RIILFH PD\ EH WUDQVIHUUHG WR DQ\ RWKHU ORFDWLRQ
VSHDNLQJ UHJLRQ E\ VLPSOH GHFLVLRQ RI WKH ERDUG RI GLUHFWRUV ZKL
HOQODFW WKH PRGLILFDWLRQ WR WKH DUWLFOHY RI DVVRFLDWLRQ UHVXOWLC(

7KH FRPSDQ\ PD\ E\ VLPSOH GHFLVLRQ RI WKH ERDUG RI GLUHFWRUV HV
DIJHQFLHV LQ %HOJLXP RU DEURDG

$57,8&/( 385326 (

6XEMHFW WR WKH DXWKRUL]DWLRQ DV D %YHOJLDQ FUHGLW LQVWLWXWLRQ
&RPPLVVLRQ &%)$ WKH SXUSRVH RI WKH FRPSDQ\ LV WKH FDUU\LQJ RXW
WR $UWLFOH h RI WKH /DZ RI ODUFK RQ WKH OHJDO VWDWXV DQG
SDUWLFXODUO\ WR UHFHLYH GHSRVLWYVY LQ FDVK ILQDQFLDO LQVWUXPHQ
ZKDWVRHYHU WR FRQFOXGH DQ\ WUDQVDFWLRQV UHODWLQJ WR FXUUHQ!
SURYLGH DOO ILQDQFLDO DQG DGPLQLVWUDWLYH VHUYLFHY DV ZHOO DV W

o
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

RWKHU ILQDQFLDO PRYDEOH DQG LPPRYDEOH WUDQVDFWLRQV ZKLFK GLUH
DFKLHYHPHQW

$57,8&/( 7(50
7KH FRPSDQ\ LV LQFRUSRUDWHG IRU DQ LQGHILQLWH WHUP

W FDQ EH GLVVROYHG E\ GHFLVLRQ RI WKH VKDUHKROGHUV PHHWLQJ (
PRGLILFDWLRQ Rl WKH DUWLFOHYV RI DVVRFLDWLRQ

7.7/(7:2 &$3.7$/ 6+$5(6

$57,&/( &$3,7%/

7KH VXEVFULEHG DQG HQWLUHO\ SDLG XS VKDUH FDSLWDO DPRXQWYV VLQ
WZHQW\ WKUHH PLOOLRQ IRXU KXQGUHG DQG HLJKW\ ILYH WKRXVDQG ILYH
(85 W LV UHSUHVHQWHG E\ RQH PLOOLRQ VL[ KXQGUHG DQG

VKDUHV ZLWKRXW SDU YDOXH UHSUHVHQWLQJ HDFK RQH PLOOLR
VHYHQWHHQWKY*RI WKH VWDWXWRU\ FDSLWDO

$57,&/( 02',),&%$7,21 2) &$3,7$/

7KH FDSLWDO PD\ EH LQFUHDVHG RU UHGXFHG E\ GHFLVLRQ RI WKH VKDUH
E\ ODZ

,Q FDVH RI FDSLWDO LQFUHDVH WR EH VXEVFULEHG LQ FDVK WKH QHZ VKD
LQ SURSRUWLRQ WR WKH FDSLWDO UHSUHVHQWHG E\ WKHLU VKDUHV DQG
ULIJKWYV

7KH H[HUFLVH RI WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKW LV RUJDQL]HG

7KH VKDUHKROGHUV PHHWLQJ PD\ LQ WKH FRPSDQ\V LOQWHUHVW XQGHU
WKH PRGLILFDWLRQ RI WKH DUWLFOHV RI DVVRFLDWLRQ DQG LQ FRPSOLD
SUHIHUHQWLDO VXEVFULSWLRQ ULJKW

, I XSRQ D FDSLWDO LQFUHDVH DQ LVVXH SUHPLXP LV UHTXHVWHG WKL\
FRPSDQ\ LQ D QRQ DYDLODEOH LVVXH SUHPLXP DFFRXQW WKDW ZLOO FRC(
WR WKH VDPH H[WHQW DV WKH FDSLWDO DQG ZKLFK FDQQRW EH GLVSRVI
HTXLW\ LQ DFFRUGDQFH ZLWK WKH FRQGLWLRQV SURYLGHG LQ $UWLFOH

$57,&/( &$//6 21 6+$5(6
&DOOV IRU IXQGY DUH GHWHUPLQHG E\ WKH ERDUG LWVHOI

$Q\ SD\PHQWY FDOOHG DUH DSSRUWLRQHG DPRQJ DOO WKH VKDUHV ZKLFK
VKDUHKROGHUV WR SD\ XS WKHLU VKDUHV LQ DGYDQFH LQ ZKLFK FDVH I
DGYDQFH SD\PHQWY DUH DOORZHG $GYDQFH SD\PHQWY DUH FRQVLGHUHG

$ VKDUHKROGHU ZKR DIWHU D IRUPDO QRWLFH VHQW E\ UHJLVWHUHG PDL
FRPSDQ\ LQWHUHVW FDOFXODWHG DW WKH OHJDO LQWHUHVW UDWH DV IUR

7KH ERDUG PD\ DOVR DIWHU D VHFRQG QRWLFH UHPDLQV XQVXFFHVVIXO Z
WKH VKDUHKROGHU DQG KDYH KLV KHU LWV VKDUHV VROG ZLWKRXW SUH!
DQG DQ\ GDPDJHV 7KH QHW SURFHHGV RI WKH VDOH VKDOO EH FKDUJH
VKDUHKROGHU ZKR VKDOO UHPDLQ OLDEOH IRU WKH GLITHUHQFH RU VKDOC

7KH H[HUFLVH RI WKH YRWLQJ ULJKWY DWWDFKHG WR VKDUHV RQ ZKLFK SI
ORQJ DV VXFK SD\PHQWY UHJXODUO\ FDOOHG DQG SD\DEOH KDYH QRW EHH

$57,&/( $87+25,=(' &$3,7$/

7KH ERDUG RI GLUHFWRUV LV DXWKRUL]J]HG WR LQFUHDVH WKH FDSLWDO L
DQ DPRXQW RI WZR ELOOLRQ (XURV (85 E\ FROQWULEXWLRQ
UHVHUYHV ZLWK RU ZLWKRXW HPLVVLRQ RI QHZ VKDUHYV 7KLY DXWKRUL]
SXEOLFDWLRQ RI WKH GRFXPHQW HYLGHQFLQJ VXFK DXWKRUL]JDWLRQ 7KH

7KLY DXWKRUL]DWLRQ LQFOXGHV WKH SRZHU IRU WKH ERDUG RI GLUHFWRU
DVVRFLDWLRQ SDVVHG LQ D GHHG
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
,Q FDVH Rl FDSLWDO LQFUHDVH E\ WKH ERDUG RI GLUHFWRUV E\ PHDQV RI1

L WKH ERDUG RI GLUHFWRUV PD\ QRW GHFLGH RQ DQ LQFUHDVH PDLQC
H[FOXVLYHO\ UHVHUYHG WR D VKDUHKROGHU ZKR KROGV VKDUHV LQ W
WKH YRWHYV DUH DWWDFKHG

LL WKH ERDUG PD\ GHFLGH WR LVVXH FRQYHUWLEOH ERQGY DQG VXEVI
LLL WKH ERDUG RI GLUHFWRUV LV HQWLWOHG WR OLPLW RU VXSSUHVYV

XQGHU WKH VDPH FRQGLWLRQV DV WKRVH DSSOLFDEOH WR WKH JHQH!
LY WKH ERDUG RI GLUHFWRUV KDV WKH ULJKW WR OLPLW RU UHPRYH \

PRUH VSHFLILF SHUVRQV ZKR DUH QRW HPSOR\HHV RI WKH FRPSDQ\ F
UHTXLUHPHQWY RI WKH &RPSDQLHV &RGH PXVW EH FRPSOLHG ZLWK

$57,&/( $0257,=%$7,21 2) &%$3,7%/

7KH VKDUHKROGHUYVY PHHWLQJ PD\ GHFLGH E\ D VLPSOH PDMRULW\ YRWH
XVLQJ WKH SRUWLRQ RI WKH SURILWY ZKLFK PD\ EH GLVWULEXWHG ZLWI
VKDUHV KDYH EHHQ DPRUWL]HG VKDOO UHWDLQ WKHLU ULJKWV LQ WKH
FROWULEXWLRQV DQG WR D ILUVW GLYLGHQG DOORFDWHG WR WKH QRQ D
SDLG XS FDSLWDO WKH\ UHSUHVHQW DQG REWDLQ VHFXULWLHYV UHSUHVHQ

7. 7/(7+5(( 6+$5(6
$57,&/( 1$785( 2) 7+( 6+$5(6
7KH VKDUHY DUH UHJLVWHUHG
$Q\ WUDQVIHU RI VKDUHY VKDOO EH HIIHFWLYH DIWHU UHJLVWUDWLRQ LQ V
7KH WUDQVIHU RI VKDUHV LV QRW VXEMHFW WR DQ\ UHVWULFWLRQ

7KH VDPH UXOHV DSSO\ LQ FDVH RI WUDQVIHU RI ERQGY ZKHWKHU FRQYHU
WKH FRPSDQ\

$57,&1/( ,668( 2) %21'6

7KH FRPSDQ\ PD\ LVVXH ERQGV OLQNHG WR PRUWJDJHV RU RWKHU E\
GHWHUPLQHYV WKH W\SH DQG IL[HV WKH LQWHUHVW UDWH PHWKRG DQG V
RWKHU FRQGLWLRQV RI WKH LVVXH

+RZHYHU ZLWKRXW SUHMXGLFH WR DUWLFOH ZKHQ LVVXLQJ FRQYHUWL
FDVH Rl LVVXH RI VXEVFULSWLRQ ULJKWV ZKHWKHU RU QRW DWWDFKHG
VKDUHKROGHUV PHHWLQJ GHFLGLQJ XQGHU WKH FRQGLWLRQV SURYLGH
DVVRFLDWLRQ

7KH VKDUHKROGHUYV PHHWLQJ PD\ LQ WKH LQWHUHVW RI WKH FRPSDQ\ UF
LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY IRU WKH PRGLILFDWLRQ RI WKH

$57,&/( 6+$5(6 :,7+287 927,1* 5,*+76

7KH FRPSDQ\ PD\ LVVXH VKDUHV ZLWKRXW YRWLQJ ULJKWV 6KDUHV ZLWKR
DQRG UHFRYHUDEOH GLYLGHQG D SUHIHUHQWLDO ULJKW WR WKH UHSD\P
GLVWULEXWLRQ RI WKH OLTXLGDWLRQ SURFHHGY 7KHVH ULJKWYV ZLOO EH
ULIJKWYV

6KDUHYVY ZLWK YRWLQJ ULJKWV FDQ EH FRQYHUWHG LQWR VKDUHV ZLWKRXW
WKH PD[LPXP QXPEHU RI VKDUHV WR EH VR FRQYHUWHG DQG WKH FRQYHUV

7KH FRPSDQ\ PD\ UHTXLUH WKH SXUFKDVH RI LWV RZQ VKDUHV ZLWKRXW
PHHWLQJ GHOLEHUDWLQJ XQGHU WKH FRQGLWLRQV SURYLGHG IRU D UHGX
VKDUHV ZLWK RU ZLWKRXW YRWLQJ ULJKWYV

7.7/()285 0$1$*(0(17 $1' 683(59,6,21
$57,8&/( &20326,7,21 2) 7+( %2$5' 2) ',5(&7256

7KH FRPSDQ\ LV PDQDJHG E\ D ERDUG RI DW OHDVW WKUHH PHPEHUV QD!
DSSRLQWHG E\ WKH VKDUHKROGHUYV PHHWLQJ IRU D PD[LPXP WHUP RI VL[
WKH 1DWLRQDO %DQN RI %HOJLXP LI QHFHVVDU\ DQG LQ OLQH ZLWK OHJD
WLPH E\ WKH VKDUHKROGHUY PHHWLQJ 7R WKH H[WHQW LW LV OHJDOO\ D¢
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

,Q FDVH D OHJDO SHUVRQ LV DSSRLQWHG DV D GLUHFWRU LW PXVW DSSRL
HPSOR\HHVY D SHUPDQHQW UHSUHVHQWDWLYH WR WDNH FDUH RI WKH GLUF
OHJDO SHUVRQ 7KH DSSRLQWPHQW DQG WKH WHUPLQDWLRQ RI WKH IXQFW
WKH VDPH UXOHV RI SXEOLFDWLRQ DV LI WKH UHSUHVHQWDWLYH ZRXOG H
DFFRXQW

7KH PDQGDWH RI RXWJRLQJ DQG QRQ UH HOHFWHG GLUHFWRUV WHUPLQD
GHFLGLQJ RQ WKH DSSRLQWPHQWYV

,Q DGGLWLRQ WR WKH UHLPEXUVHPHQW RI WKHLU FRVWY WKH VKDUHKROG
WR WKH GLUHFWRUV WKH DPRXQW RI ZKLFK ZLOO EH GHWHUPLQHG HDFK \
ERRNHG DV D JHQHUDO H[SHQVH RI WKH FRPSDQ\ ,Q DGGLWWD@®WW KRHH W
GLUHFWRUV IHHV SHUFHVRVWYKH RBILWHHAWSRIR LWRP WKH DYDLODEOH SURIL!

$57,&/( 9%&%1&<

,Q WKH FDVH RI YDFDQF\ ZLWKLQ WKH ERDUG RI GLUHFWRUV EHFDXVH RI
GLUHFWRUV KDYH WKH ULJKW WR WHPSRUDULO\ ILOO WKH YDFDQF\ XQWLOC
FDVH WKH DQQ@QXDO JHQHUDO VKDUHKROGHUV PHHWLQJ DSSRLQWYV D UHSC
XQGHU WKH DERYH FRQGLWLRQV WR UHSODFH D GLUHFWRU FRPSOHWHYV WK

$57,&/( &+$,5
7KH ERDUG RI GLUHFWRUV PD\ HOHFW D FKDLUSHUVRQ DPRQJVW LWV PHPE]

,Q WKH HYHQW RI DEVHQFH RU LPSHGLPHQW RI WKH FKDLUSHUVRQ WKH E|
KHU

$57,&1/( 0((7,1*6

7KH ERDUG RI GLUHFWRUV PHHWV XSRQ QRWLFH RI LWV FKDLUSHUVRQ
VXEVWLWXWH 7KH ERDUG RI GLUHFWRUYVY DOVR PHHWY HDFK WLPH WKH LQV
WZR GLUHFWRUV RU WKH FKDLU RI WKH H[HFXWLYH FRPPLWWHH UHTXHVW 1

7KH PHHWLQJY DUH KHOG DW WKH ORFDWLRQ LQGLFDWHG LQ WKH QRWLFH\

, ] boO PHPEHUV RI WKH ERDUG DUH SUHVHQW RU UHSUHVHQWHG WKH SU|
GLUHFWRU DW D PHHWLQJ FRYHUV WKH SRVVLEOH LUUHJXODULW\ RI WKH
WKLV UHVSHFW

$57,&/( &203%$1< 6(&5(7$5<

7KH ERDUG RI GLUHFWRUV PD\ DSSRLQW D FRPSDQ\ VHFUHWDU\ 7KH FRPS|
RI GLUHFWRUV DQG XQGHU LWV DXWKRULW\ FRQYHQH WKH JHQHUDO VKDU
GLUHFWRUV DQG VKDOO DFW DV VHFUHWDU\ RI WKHVH PHHWLQJV

$57,&/( "(/,%(5$7,216
7KH ERDUG PD\ YDOLGO\ GHOLEHUDWH DQG GHFLGH LI DW OHDVW KDOI RI L

7KH PHHWLQJV RI WKH ERDUG DUH KHOG LQ SHUVRQ 7KH PHHWLQJV RI WK
FRQIHUHQFH ,Q WKLV HYHQW WKH PHHWLQJ RI WKH ERDUG LV GHHPHG WR

$Q\ GLUHFWRU FDQ JLYH D SRZHU RI DWWRUQH\ WR RQH FROOHDJXH
WHOH FRPPXQLFDWLRQ KDYLQJ D SK\VLFDO VXSSRUW WR UHSUHVHQW KLF
KLV KHU VWHDG

,Q HIWUDRUGLQDU\ FLUFXPVWDQFHV GXO\ MXVWLILHG E\ XUJHQF\ DQG WHK
GLUHFWRUV FDQ EH WDNHQ E\ WKH XQDQLPRXV FRQVHQW RI WKH GLUHFW
KRZHYHU EH XVHG IRU WKH ILQDOL]DWLRQ RI WKH DQQXDO DFFRXQWV RU L

7KH GHFLVLRQV RI WKH ERDUG RI GLUHFWRUVY DUH WDNHQ E\ D VLPSOH P
DFFRXQW ,Q WKH HYHQW RI D WLH WKH YRWH RI WKH SHUVRQ ZKR FKDLU
FRPSRVHG RI RQO\ WZR GLUHFWRUV WKH YRWH RI WKH FKDLUSHUVRQ FHD\

'LWKRXW SUHMXGLFH WR WKH H[FHSWLRQV PHQWLRQHG LQ WKH &RPSDQLH
ILQDQFLDO LQWHUHVW FRQIOLFWLQJ ZLWK D GHFLVLRQ RU WUDQVDFWLRQ
PXVW LQIRUP WKH RWKHU GLUHFWRUYV SULRU WR WKH GHOLEHUDWLRQ RI W
&RPSDQLHV &RGH PXVW EH WDNHQ LQWR DFFRXQW

o
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

$57,&/( 0,187(6

7KH GHOLEHUDWLRQV RI WKH ERDUG RI GLUHFWRUY DUH UHFRUGHG LQ PL(
GLUHFWRUV ZKR ZLVK VR 7KHVH PLQXWHY DUH LQVHUWHG LQ D VSHFLDO U

'"HOHJDWLRQV DV ZHOO DV WKH RSLQLRQV DQG YRWHV VXEPLWWHG LQ ZUL
GRFXPHQWY DUH DSSHQGHG

&RSLHV RU HIWUDFWV RI WKH PLQXWHV WR EH SURGXFHG LQ FRXUW RU HCcC
WKH FKDLUSHUVRQ R WKH ERDUG RI GLUHFWRUV WZR GLUHFWRUV RU WKH

$57,&/( 32:(56 2) 7+( %2$5"

7KH ERDUG Rl GLUHFWRUV PD\ SHUIRUP DOO DFWV QHFHVVDU\ RU XVHIXO
H[FHSW WKRVH UHVHUYHG WR WKH VKDUHKROGHUV PHHWLQJ E\ ODZ RU E\

$57,8&/( $'0,625< &200,77((6

7KH ERDUG Rl GLUHFWRUYVY PD\ FUHDWH DGYLVRU\ FRPPLWWHHYVY ZLWKLQ W
WKHLU FRPSRVLWLRQ DQG WKHLU PLVVLRQ

$57,8&/( (;(&87,9( &200,77((

,Q DFFRUGDQFH ZLWK $UWLFOH ELV RI WKH &RPSDQLHV &RGH DQG WKH ¢
WR WKH VWDWXV DQG WKH VXSHUYLVLRQ RI FUHGLW LQVWLWXWLRQV WKH
WR DQ H[HFXWLYH FRPPLWWHH SURYLGHG WKDW WKLV GHOHJDWLRQ GRHYV
RI WKH FRPSDQ\ RU WKH HQWLUHW\ RI WKH DFWV UHVHUYHG WR WKH ERDU(

7KH H[HFXWLYH FRPPLWWHH LV FRPSRVHG RI DW OHDVW WZR PHPEHUV DQ
DOVR PHPEHUV RI WKH ERDUG RI GLUHFWRUV 7KH SUHVLGHQW RI WKH HJ
GLUHFWRUV DIWHU FRQVXOWDWLRQ RI WKH 1DWLRQDO %DQN RI %HOJLXP

$Q\ PHPEHU RI WKH H[HFXWLYH FRPPLWWHH PD\ JUDQW WR DQ\ RWKHU PHF
RU E\ DQ\ RWKHU PHDQV RI WHOH FRPPXQLFDWLRQ KDYLQJ D SK\VLFDO VX
PHHWLQJ RI WKLV FRPPLWWHH DQG WR YRWH LQ KLV KHU VWHDG

7KH ERDUG RI GLUHFWRUV PXVW VXSHUYLVH WKLV FRPPLWWHH

7KH DSSRLQWPHQW FRQGLWLRQV RI WKH PHPEHUV RI WKH H[HFXWLYH FRF
WHUP RI WKHLU DSSRLQWPHQW DQG WKH IXQFWLRQLQJ RI WKH H[HFXWLY
GLUHFWRUV

,] D PHPEHU RI WKH H[HFXWLYH FRPPLWWHH KDV D GLUHFW RU LQGLUHFW F
RU D WUDQVDFWLRQ ZLWKLQ WKH FRPSHWHQFH RI WKH H[HFXWLYH FRPPLV
WKH GHOLEHUDWLRQ RI WKH FRPPLWWHH 7KH SURYLVLRQV RI $UWLFOH
DFFRXQW

$57,&/( '$,/< 0$1$*(0(17
,Q WKH FRXUVH RI LWV GXWLHV WKH H[HFXWLYH FRPPLWWHH PD\ GHOHJ
SURYLGHG IRU LQ $UWLFOH RI WKH &RPSDQLHV &RGH WKH PDQDJHPHQV

RU WKH LPSOHPHQWDWLRQ RI WKH GHFLVLRQV RI WKH H[HFXWLYH FRPPL)
SHUVRQV ZKHWKHU D GLUHFWRU RU QRW ,W PD\ UHYRNH WKH GHOHJDWLR

$57,&/( 63(&,$/ "(/(*$7(6

7KH ERDUG Rl GLUHFWRUV DV ZHOO DV WKH H[HFXWLYH FRPPLWWHH DQG
DOVR HDFK ZLWKLQ WKH FRXUVH RI WKHLU GXWLHYVY GHOHJDWH VSHFLDO ¢
LQGLYLGXDOO\ RU MRLQWO\

7KH ERDUG RI GLUHFWRUV WKH H[HFXWLYH FRPPLWWHH DQG WKRVH DSSR
EH PD\ DW DQ\ WLPH UHYRNH WKH SHUVRQV DQG SRZHUV WKDW WKH\ FRQI!

$57,&/( 5(35(6(17$7,21 2)),&,%/ '(('6 $1' /(*$/ $&7,216
7KH FRPSDQ\ LV YDOLGO\ UHSUHVHQWHG LQFOXGLQJ IRU GHHGV DQG LQ O

O HLWKHU E\ WZR GLUHFWRUV DFWLQJ MRLQWO\
O RU E\ RQH GLUHFWRU DFWLQJ DORQH LI KH VKH LV DOVR PHPEHU RI WI

O RU EXW ZLWKLQ WKH OLPLWV RI WKH GDLO\ PDQDJHPHQW E\ WKH
PDQDJHPHQW DFWLQJ MRLQWO\ RU VHYHUDOO\

o
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TKHVH UHSUHVHQWDWLYHV GR QRW QHHG WR MXVWLI\ YLV YLV WKLUG SD
WKH H[HFXWLYH FRPPLWWHH

JXUWKHUPRUH WKH FRPSDQ\ LV YDOLGO\ ERXQG E\ VSHFLDO GHOHJDWHYV Z
$57,&/( &21752/

7KH FRQWURO RI WKH ILQDQFLDO VLWXDWLRQ RI WKH DQQXDO DFFRXQWYV
LQ WKH DQQXDO DFFRXQWYV PXVW EH HOQWUXVWHG WR RQH RU PRUH VWDW?
$FFRXQWIQMWALWXW GHV 50YLVHXDYSE8 L @QWHGE U LWKN VKDUHKROGHUY PHH\
RI WKUHH \HDUV

7.7/().9(C *(1(5%$/0((7.1*6 2) 6+$5(+2/'(56
$57,&/( &20326,7,21 $1' 32:(56

7KH VKDUHKROGHUVY PHHWLQJ LV FRPSRVHG RI DOO WKH RZQHUV RI VKD
WKURXJK SUR[\ KROGHUV VXEMHFW WR KDYLQJ FRPSOLHG ZLWK DQ\ DSS
DUWLFOHV RI DVVRFLDWLRQ %RQGKROGHUV DQG KROGHUV RI VXEVFULSW
VXEMHFW WR WKH VDPH FRQGLWLRQV EXW RQO\ LQ DQ DGYLVRU\ FDSDFLW\

'"HFLVLRQV GXO\ bDGRSWHG E\ WKH VKDUHKROGHUY PHHWLQJ ELQG DOO WK
$57,&/( o((7,1*

7KH DQQXDO VKDUHKROGHUV PHHWLQJ VWDWXWRULO\ PHHWYVY RQ WKH ODYV
GD\ LV D OHJDO KROLGD\ WKH PHHWLQJ LV KHOG WKH IROORZLQJ EXVLQHV

([FHSW IRU GHFLVLRQV WR EH UHFRUGHG LQ D GHHG WKH VKDUHKROGHU
ZKLFK IDOO ZLWKLQ WKH SRZHUV RI WKH VKDUHKROGHUY PHHWLQJ

$Q HIWUDRUGLQDU\ VKDUHKROGHUY PHHWLQJ FDQ EH FRQYHQHG HDFK WLF

6KDUHKROGHUVY PHHWLQJV PD\ EH FRQYHQHG E\ WKH ERDUG RI GLUHFWRI
FROQYHQHG XSRQ WKH UHTXHVW RI VKDUHKROGHUY UHSUHVHQWLQJ WRJHWk

$57,&1/( &219(1,1* 127,&(6

6KDUHKROGHUV PHHWLQJVY DUH KHOG DW WKH VWDWXWRU\ RIILFH Rl WKH
WKH FRQYHQLQJ QRWLFH WR WKH PHHWLQJ

7KH FRQYHQLQJ QRWLFHV WR DQ\ VKDUHKROGHUV PHHWLQJ VKDOO FRQWL
WRSLFV WR EH KDQGOHG DQG DUH VHQW LQ DFFRUGDQFH ZLWK WKH ODZ

$Q\ SHUVRQ PD\ ZDLYH WKLV QRWLFH DQG LQ DQ\ FDVH EH UHJDUGHG DV
RU UHSUHVHQWHG DW WKH PHHWLQJ

I WKH ZULWWHQ SURFHGXUH LV XVHG SXUVXDQW WR $UWLFOH Rl WKH
PDLO ID[ H PDLO RU DQ\ RWKHU PHGLXP ZLWK UHIHUHQFH WR WKH DJF
VKDUHKROGHUY DQG WKH DXGLWRUV LI DQ\ DVNLQJ WKH VKDUHKROGHUYV
FLUFXODU GXO\ VLIQHG ZLWKLQ WKH WHUP VWDWHG WKHUHLQ WR WKH FR
LQ WKH FLUFXODU

7KH GHFLVLRQ PXVW EH UHJDUGHG DV QRW KDYLQJ EHHQ WDNHQ LI DOO
DIJHQGD DQG WKH ZULWWHQ SURFHGXUH ZLWKLQ WKH DIRUHPHQWLRQHG W

6KDUHKROGHUYVY ERQGKROGHUV KROGHUV RI VXEVFULSWLRQ ULJKWV RU |
LOQIRUPHG RI WKH GHFLVLRQV WDNHQ DW WKH UHJLVWHUHG RIILFH RI WKH |

$57,&/( $'0,66,21 72 7+( 0((7,1*

7KH ERDUG RI GLUHFWRUV PD\ UHTXLUH WKDW WKH VKDUHKROGHUY DQG EF
OHDVW WKUHH GD\V SULRU WR WKH PHHWLQJ RI WKHLU LQWHQW WR DWW
QXPEHU RI VKDUHV IRU ZKLFK WKH\ LQWHQG WR SDUWLFLSDWH LQ WKH YRYV

, ] WKH ERDUG RI GLUHFWRUV XVHV WKLV ULJKW LW PXVW EH PHQWLRQHG L

$ OLVW RI DWWHQGDQFH PHOWLRQLQJ WKH QDPH RI WKH VKDUHKROGHUYV
HDFK RI WKHP RU E\ WKHLU SUR[LHVY SULRU WR MRLQLQJ WKH PHHWLQJ
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$57,&/( 5(35(6(17$7,21

$Q\ RZQHU RI VHFXULWLHYVY PD\ EH UHSUHVHQWHG DW WKH VKDUHKROGHL
ZKHWKHU D VKDUHKROGHU RU QRW $ SUR[\ KROGHU PD\ UHSUHVHQW PRUH

7KH ERDUG RU WKH FRPSDQ\ VHFUHWDU\ PD\ DGRSW WKH IRUP RI SUR[\ DQ
LQGLFDWHG E\ LW ZLWKLQ WKH WHUP LW VHWYV

&R RZQHUV DV ZHOO DV SOHGJRUV DQG SOHGJHHV PXVW EH UHSUHVHQWHG
$57,&/( %85($8
$00 VKDUHKROGHUV PHHWLQJV DUH FKDLUHG E\ WKH FKDLUSHUVRQ RI WK]

7KH FKDLUSHUVRQ PD\ DSSRLQW D VHFUHWDU\ I WKH QXPEHU RI VKDUHKR
RQH RU PRUH WHOOHUV IURP DPRQJVW LWV PHPEHUYV

$57,8&/( 3267321(0(17 2) 7+( 0((7,1*

(YHU\ VKDUHKROGHUV PHHWLQJ ZKHWKHU DQQXDO RU VSHFLDO PD\ EH S
ERDUG RI GLUHFWRUV 7KH SRVWSRQHPHQW FDQFHOV DOO GHFLVLRQV WDN

7KH IRUPDOLWLHY FRPSOLHG ZLWK WR DWWHQG WKH ILUVW PHHWLQJ DQG
ZLWKRXW SUHMXGLFH WR WKH ULJKW WR FRPSO\ ZLWK WKHVH IRUPDOLWL
EHHQ FRPSOLHG ZLWK IRU WKH ILUVW RQH

7KH VHFRQG PHHWLQJ GHFLGHVY RQ WKH VDPH DJHQGD ,WV GHFLVLRQV DU

$57,8&/( 5,%+7 72 927(
(DFK VKDUH JLYHV ULJKW WR RQH YRWH
$57,&1/( (1, %(5$7,21 2) 7+( 6+$5(+2/'(56 O0((7,1*

([FHSW LQ WKH FDVHV SURYLGHG E\ ODZ GHFLVLRQV DUH WDNHQ LUUHVS]
PHHWLQJ ZLWK D VLPSOH PDMRULW\ RI WKH YRWHYVY YDOLGO\ HIHUFLVHG G

7KH YRWHYV DUH H[SUHVVHG E\ VKRZ RI KDQGV RU E\ FDOOLQJ RI QDPHV
RWKHUZLVH E\ D PDMRULW\ YRWH

$57,&/( 63(&,$/ 0$-25,7<

"KHQHYHU WKH VKDUHKROGHUV PHHWLQJ PXVW GHFLGH RQ DQ LQFUHDVH
PHUJHU RU D PHUJHU RI WKH FRPSDQ\ ZLWK RWKHU HQWLWLHV RQ WKH ZL(¢
DVVRFLDWLRQ LW FDQ RQO\ GHOLEHUDWH LI WKH SXUSRVH RI WKH SURS
QRWLFHYVY DQG LI WKRVH DWWHQGLQJ WKH PHHWLQJ UHSUHVHQW DW OHDVW

, ] WKLY ODVW FRQGLWLRQ LV QRW PHW D QHZ QRWLFH LV QHFHVVDU\ DQC
WKH SRUWLRQ RI WKH FDSLWDO UHSUHVHQWHG

1R PRGLILFDWLRQ LV YDOLG LI LW LV QRW DGRSWHG ZLWK D WKUHH TXDUW

+RZHYHU ZKHQ WKH GHOLEHUDWLRQ FRQFHUQV WKH PRGLILFDWLRQ RI \
UHVSHFWLYH ULJKWYV RI FDWHJRULHV RI VHFXULWLHYV WKH ZLQGLQJ XS R
DVVHWYV WR DQ DPRXQW ZKLFK LV OHVV WKDQ RQH KDOI RU RQH TXDUWHU
D PHUJHU D GH PHUJHU WKH FRQWULEXWLRQ RI XQLYHUVDOLW\ RU RI D E
DQG PD\ GHFLGH RQO\ ZLWK WKH TXRUXP RI DWWHQGDQFH DQG WKH PDMRU

$57,&/( 0,187(6

7KH PLOQXWHV RI WKH VKDUHKROGHUV PHHWLQJ DUH VLIQHG E\ WKH PHPE
UHTXHVW LW &RSLHV RU HIWUDFWV RI PLQXWHV RI WKH VKDUHKROGHUV P
YDOLGO\ DXWKHQWLFDWHG LI VLIQHG E\ WZR GLUHFWRUV RU E\ DQ H[HFXW

7.7/(6,; $118%/ $&&28176 ',675,%87,21

$57,8&/( ),1$1&,%/ <($5
7KH ILQDQFLDO \HDU VWDUWV RQ WKH ILUVW RI -DQXDU\ DQG HQGV RQ WKH
$57,8&/( 927( 1 7+( $118%$/ $&&28176

7KH DQQXDO VKDUHKROGHUYVY PHHWLQJ GHFLGHYVY RQ WKH DQQXDO DFFRXQV
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2Q0FH WKH DQQXDO DFFRXQWY DUH DGRSWHG WKH PHHWLQJ GHFLGHV E\ V
GLUHFWRUV DQG WR WKH DXGLWRU V

$57,&/( ',675,%87,21

7KH SURILWYV DUH GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH ODZ (DFK \HDL
FROQOVWLWXWH WKH OHJDO UHVHUYH 7KLV GHGXFWLRQ FHDVHV WR EH PD(
WHQWK RI WKH VWDWXWRU\ FDSLWDO ,W PXVW VWDUW DJDLQ LI WKH OHJD

7KH EDODQFH LV DOORFDWHG E\ WKH VKDUHKROGHUV PHHWLQJ GHFLGLQJ
WR WKH ODZ

$57,&/( 3$<0(17 2) ',9,'(1'6

7KH SD\PHQW RI GLYLGHQGV LI DQ\ LV PDGH DQQXDOO\ DW WKH WLPH DQ
RQH RU VHYHUDO WLPHYV

7KH ERDUG RI GLUHFWRUV PD\ XQGHU LWV UHVSRQVLELOLW\ GHFLGH WK
I[URP WKH SURILWYV RI WKH FXUUHQW ILQDQFLDO \HDU ,W GHWHUPLQHV WK
GDWH

7.7/(6(9(1 '.,662/87.,21 $1' /,28,'%$7,21
$57,&/( /,48,'$7,21

,Q FDVH RI GLVVROXWLRQ RI WKH FRPSDQ\ IRU DQ\ UHDVRQ DQG DW DQ\ W
WKH OLTXLGDWRU V DSSRLQWHG E\ WKH VKDUHKROGHUV PHHWLQJ RU 1D
RIILFH DW WKDW WLPH DQG DFWLQJ DV D OLTXLGDWLRQ FRPPLWWHH

JRU WKLV SXUSRVH WKH OLTXLGDWRUYV KDYH WKH ZLGHVW SRZHUV FRQIHU
7KH VKDUHKROGHUY PHHWLQJ VKDOO ZKHUH DSSURSULDWH GHWHUPLQH '
$57,&/( ',675,%87,21

$IWHU VHWWOHPHQW RI WKH GHEWY DQG RI WKH H[SHQVHV RI WKH OLTXLG
SXUSRVH WKH QHW DVVHWY VKDOO ILUVW EH DSSOLHG WR UHLPEXUVH |
VKDUHV

, QRW DOO VKDUHV DUH SDLG XS LQ WKH VDPH SURSRUWLRQ WKH OLTXL
WDNH LQWR DFFRXQW WKLV GLYHUVLW\ RI VLWXDWLRQ DQG UH HVWDEOLYV
SULRU GLVWULEXWLRQ 7KH EDODQFH VKDOO EH GLVWULEXWHG HTXDOO\ D

7.7/( (L*+7 _*(1(5%$/ 3529.,6,216
$57,&/( (1(&7,21 2) '20,&,/(

JRU WKH HQIRUFHPHQW RI WKHVH DUWLFOHV RI DVVRFLDWLRQ DOO VKDUF
RU OLTXLGDWRUYV UHVLGLQJ DEURDG HOHFW GRPLFLOH DW WKH VWDWX
VXESRHQDV DQG QRWLILFDWLRQV FDQ EH YDOLGO\ PDGH

$57,&/( -85,6',&7,21

JRU DOO GLVSXWHV EHWZHHQ WKH FRPSDQ\ LWV VKDUHKROGHUV ERQGKR
WKH DIIDLUV RI WKH FRPSDQ\ DQG WKH HQIRUFHPHQW RI WKHVH DUWLFOH
WKH FRXUWYV RI WKH VWDWXWRU\ RIILFH XQOHVV WKH FRPSDQ\ H[SUHVVO\

$57,8&/( /(*$/ 3529,6,216

7KH FRPSDQ\ LOQWHQGV WR IXOO\ FRPSO\ ZLWK WKH ODZ &RQVHTXHQWO\
ZDLYHG VKDOO EH GHHPHG SDUW Rl WKHVH DUWLFOHV RI DVVRFLDWLRQ Z
ODZ DUH GHHPHG XQZULWWHQ

JRU ODZIXO FR RUGLQDWLRQ RQ >a0

O 1DWKDOLH 5\FNDHUW 6HFUHWDU\ *HQHUDO RI 7KH %DQN RI 1HZ <RUN OH
GRFXPHQW LV D WUXH DQG FRUUHFW FRS\ RI WKH RULJLQDO ZKLFK , KDYH |
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