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$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 GLVFORVXUHYV

6FRSH RI FRQVROLGDWLRQ
2UJDQLVDWLRQDO VWUXFWXUH
2SHUDWLQJ PRGHO

&RUH EXVLQHVYV OLQHV
$UWLFOH &55 ,, .H\ PHWULFV

7TDEOH (8.0 .HA PHWULFV WHPSODWH

$UWLFOH D &55 ,, 6FRSH RI DSSOLFDWLRQ 2ZQ IXQGV (OLJLEOH OLDELOLWLHV
7TDEOH (8 && &RPSRVLWLRQ RI UHJXODWRU\ RZQ IXQGV

7TDEOH (8 && 5HFRQFLOLDWLRQ RI UHJXODWRU\ RZQ IXQGV WR EDODQFH VKHHW LQ WKH DXGLWHG
7DEOH (8 1, '"LITHUHQFHV EHWZHHQ WKH DFFRXQWLQJ VFRSH DQG WKH VFRSH RI SUXGHQWLDO FR

FDWHJRULHV ZLWK UHJXODWRU\ ULVN FDWHJRULHV

7DEOH (8 /, 0ODLQ VRXUFHV RI GLIITHUHQFHV EHWZHHQ UHJXODWRU\ H[SRVXUH DPRXQWY DQG FDU
7TDEOH (8 &&%$ ODLQ IHDWXUHV RI UHJXODWRU\ RZQ IXQGV LQVWUXPHQWY DQG HOLJLEOH OLDELOLW
7DEOH (8 ,/$& ,QWHUQDO ORVV DEVRUELQJ FDSDFLW\ LQWHUQDO 05(/ DQG ZKHUH DSSOLFDEOH U

QRQ (8 * 6,,V
$UWLFOH &55 ,, 2ZQ IXQGV UHTXLUHPHQWY DQG ULVN ZHLJKWHG H[SRVXUH DPRXQWYV
&DOFXODWLQJ FDSLWDO UHTXLUHPHQWYV

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

$SUWLFOH &55 ,, 5LVN PDQDJHPHQW REMHFWLYHV DQG SROLFLHV
5LVN REMHFWLYHV

5LVN JRYHUQDQFH

5LVN PDQDJHPHQW IUDPHZRUN

5LVN LGHQWLILFDWLRQ 5LVN ,'

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 ,, ([SRVXUHV WR FUHGLW ULVN DQG GLOXWLRQ ULVN
'"HILQLWLRQ DQG LGHQWLILFDWLRQ

&UHGLW ULVN PDQDJHPHQW IUDPHZRUN

&UHGLW ULVN PDQDJHPHQW

ORQLWRULQJ DQG UHSRUWLQJ

*RYHUQDQFH

$QDO\VLV RI FUHGLW ULVN

$QDO\VLV RI SDVW GXH DQG LPSDLUHG H[SRVXUHV

7TDEOH (8 &4 &UHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV E\ SDVW GXH GD\\

7TDEOH (8 &4 4XDOLW\ RI QRQ SHUIRUPLQJ H[SRVXUHV E\ JHRJUDSK\
7TDEOH (8 &5 $ ODWXULW\ RI H[SRVXUHV

7DEOH (8 &5 3HUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV DQG UHODWHG SURYLVLRQV
$UWLFOH &55 ,, &RXQWHUF\FOLFDO FDSLWDO EXIIHUV
7DEOH (8 &&<% *HRJUDSKLFDO GLVWULEXWLRQ RI FUHGLW H[SRVXUHV UHOHYDQW IRU WKH FDOFX
7DEOH (8 &&<% $PRXQW RI LQVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU
$SUWLFOH &55 ,, 8VH Rl WKH 6WDQGDUGLVHG $SSURDFK
7DEOH (8 &5 6WDQGDUGLVHG DSSURDFK O &UHGLW ULVN H[SRVXUH DQG &50 HIIHFWV
7DEOH (8 &5 6WDQGDUGLVHG DSSURDFK
$SUWLFOH &55 ,, 8VH RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXHV
1HWWLQJ

&ROODWHUDO YDOXDWLRQ DQG PDQDJHPHQW
&ROODWHUDO W\SHV
*XDUDQWRUV DQG FUHGLW GHULYDWLYH FRXQWHUSDUW\

7TDEOH (8 &5 &50 WHFKQLTXHY RYHUYLHZ 'LVFORVXUH RI WKH XVH RI FUHGLW ULVN PLWLJDWLRQ

:URQJ ZD\ ULVN
&UHGLW FRQFHQWUDWLRQ ULVN
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$UWLFOH &55 ,, ([SRVXUHV WR FRXQWHUSDUW\ FUHGLW ULVN
7TDEOH (8 &&5 $QDO\VLV RI &&5 H[SRVXUH E\ DSSURDFK
7TDEOH (8 &&5 6WDQGDUGLVHG DSSURDFK O &&5 H[SRVXUHV E\ UHJXODWRU\ H[SRVXUH FODVV DQG
7TDEOH (8 &&5 &RPSRVLWLRQ RI FROODWHUDO IRU &&5 H[SRVXUHV

&UHGLW YDOXDWLRQ DGMXVWPHQW

7DEOH (8 &&5 7UDQVDFWLRQV VXEMHFW WR RZQ IXQGV UHTXLUHPHQWYV IRU &9$% ULVN
$SUWLFOH &55 ,, (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV

7DEOH (8 $( (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV

7DEOH (8 $( &ROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHV LVVXHG

7DEOH (8 $( 6RXUFHV RI HQFXPEUDQFH

7DEOH (8 $( $FFRPSDQ\LQJ QDUUDWLYH LQIRUPDWLRQ
$SUWLFOH &55 ,, ([SRVXUH WR PDUNHW ULVN

7DEOH (8 05 ODUNHW ULVN XQGHU WKH VWDQGDUGLVHG DSSURDFK

7UDGLQJ SRUWIROLRYV
$SUWLFOH &55 ,, 2SHUDWLRQDO ULVN PDQDJHPHQW

2SHUDWLRQDO ULVN PDQDJHPHQW IUDPHZRUN
&DSLWDO UHVRXUFH UHTXLUHPHQW

7DEOH (8 25 2SHUDWLRQDO ULVN RZQ IXQGV UHTXLUHPHQWY DQG ULVN ZHLJKWHG H[SRVXUH DPR
$UWLFOH &55 ,, ([SRVXUHV WR LQWHUHVW UDWH ULVN RQ SRVLWLRQV QRW KHOG LQ WKH WUDGLQ]J
7TDEOH (8 ,55%% ,QWHUHVW UDWH ULVNV RI QRQ WUDGLQJ ERRN DFWLYLWLHV
$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 DVVRFLDWHG UHJXC
LQYHVWRU
$UWLFOH &55 ,, /IHYHUDJH UDWLR
7DEOH (8 /5 6XPPDU\ UHFRQFLOLDWLRQ RI DFFRXQWLQJ DVVHWY DQG OHYHUDJH UDWLR H[SRVXU'l
7DEOH (8 /5 /IHYHUDJH UDWLR FRPPRQ GLVFORVXUH
7DEOH (8 /5 6SOLW XS RI RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H]
$UWLFOH D &55 ,, JLTXLGLW\ UHTXLUHPHQWYV
7TDEOH (8 /,4 AXDQWLWDWLYH LQIRUPDWLRQ RI /&5
7DEOH (8 /1,4% 4XDOLWDWLYH LQIRUPDWLRQ RQ /&5 ZKLFK FRPSOHPHQWY WHPSODWH (8 /,4
7DEOH (8 /7,4 1HW 6WDEOH )XQGLQJ 5DWLR
$UWLFOH &55 ,, S5HPXQHUDWLRQ SROLF\

*RYHUQDQFH

$0LJQLQJ SD\ ZLWK SHUIRUPDQFH

JL[HG 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
AXDQWLWDWLYH GLVFORVXUHYV

7DEOH (8 5(0 5HPXQHUDWLRQ DZDUGHG IRU WKH ILQDQFLDO \HDU

7DEOH (8 5(0 6SHFLDO SD\PHQWYV WR VWDIlI ZKRVH SURIHVVLRQDO DFWLYLWLHV KDYH D PDWHUI
7TDEOH (8 5(0 '"HIHUUHG UHPXQHUDWLRQ

7TDEOH (8 5(0 5HPXQHUDWLRQ RI PLOOLRQ (85 RU PRUH SHU \HDU

7TDEOH (8 5(0 ,QIRUPDWLRQ RQ UHPXQHUDWLRQ RI VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHV KD
LGHQWLILHG VWDII

$SSHQGLFH

$SSHQGL] 2WKHU ULVNV
SHVWLWXWLRQ ULVN
*URXS ULVN
ORGHO ULVN
6WUDWHJILF ULVN

$SSHQGL] *ORVVDU\ RI WHUPV
$SSHQGL] &55 ,, UHIHUHQFHV
$SSHQGL] &DSLWDO LQVWUXPHQWY WHUPV DQG FRQGLWLRQV

BNY MELLON
3LOODU 'LVFORVXUHXHFHPEH
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([HFXWLYH VXPPI

$UWLFOH &55 ,, 'LVFORVXUH UHTXLUHPHQWY DQG SROL

7KHVH 3LOODU GLVFORVXUHY DUH SXEOLVKHG IRU WKH (XURSHDQ EDQN |
IDWLRQDO %DQN R1% P OJIJMXPH &DSLWDO 5HTXL&HLH BH QDWYG' WUKHHF\& DBHWD O 5F
SHIXODW&ES® ,, FRPSOHPHQWLQJ WKH DQQXDO GLVFORVXUHYV RI WKH ILQD

7TKHVH GLVFORVXUHYV FRYHU WKH (XURSHDQ EDQN LWV VXHENHBEBU\ XQGHU

7TKHVH GLVFORVXUHY ZHUH DSSURYHG |IRED®NG@ DRIGWVR QQLB\ WKKHH (OKUWRSHHIDG
EDQN FRQVLGHUV LWV ULVN PDQDJHPHQW DUUDQJHPHQWY DQG VA\VWHPYV
VWUDWHJI\ 7KH %YRDUG FRQVLGHUV WKDW WKLV GLVFORVXUH LV FRQVLVWI
DQG YDOLGDWLRQ

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

1%% 6XSHUYLVRU\ 'LVFORVXUH 5XOHV DQG *XLGDQFH KWWSV ZZZ QEE EH HQ ILQDQFLD
FUHGLW LQVWLWXWLRQV VXSHUYLVRU\

"LUHFWLYH (8 R WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI 0D\ DPHQ(
5HIXODWLRQ (8 Rl WKH (XURSHDQ 3DUOLDPHQW DQG RI WKH &RXQFLO RI 0D\ DPI
»
,0
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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 SULQFLSOHV RI FODU
FRPSDUDELOLW\ DFURVY LQVWLWXWLRQYV

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

FRQVROLGDWHG OHYHO ZKLFK LQFOXGHV WKBEI®R O RABL (0J NHA\ FPHHWULLRAYW W33
IXUWKHU GHWDLOYV

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

7LHU UDWLR7LHU FDSLWDO 3LOODU 5:%V

7RWDO FDSLWRWDOWDSLWDO 3LOODU 5:$V

/HYHUDJH UDWILHRU FDSLWDO /HYHUDJH H[SRVXUH PHDVXUH

3XUSRVH RI 3LOODU

7KH DLP RI WKH 3LOODU GLVFORVXUHV LV WR SURYLGH PDUNHW SDUWLFL
LQIRUPDWLRQ UHJDUGLQJ WKH ULVN SURILOH RI WKH (XURSHDQ EDQN LQF
FDSLWDO ULVN ZHLJKWHG H[SRVXUHV ULVN DVVHVVPHQW SURFHVVHYV
XQGHUVWDQG DQG FRPSDUH LWV EXD\GAKDHAMODF\LWY ULVNV DQG FDSLWDO

TRWKDW HQG 3LOODU SULQFLSOHV UHTXLUH GLVFORVXUH RI ULVN PDQ
IROORZLQJ FDWHJRULHYV RI ULVN DORQJVLGH GHILQHG TXDQWLWDWLYH GL\

"KHUBSSURSULDWH WKH GLVFORVXUHYVY DOVR LQFOXGH FRPSDUDWLYHV IR

VLIQLILFDQW PRYHPHQWY WR SURYLGH JUHDWHU LQVLIJKW LQWR WKH ULV
ULVN SURILOH

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

<o
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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

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

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

'LVFORVXUH ZLOO EH PDGH LQ DFFRUGDQFH ZLWK WKH UHTXLUHPHQWYV RI ¥
DQQXDO GLVFORVXUHV LQ OLQH ZLWK $UWLFOH D DQG TXDUWHUO\ (
GLVFORVXUHV ZLOO EH SXEOLVKHG RQ WKH VDPH GDWH RQ ZKLFK WKH $Q
SXEOLF 4XDUWHUO\ GLVFORVXUHV ZLOO EH SXEOLVKHG RQ WKH VDPH GDW
FRUUHVSRQGLQJ SHULRG DUH SXEOLVKHG ZKHUH DSSOLFDEOH RU DV VRF
UHDVVHVVY WKH QHHG WR SXEOLVK VRPH RU DOO RI WKH GLVFORVXUHV LQI
DQ\ VLIJQLILFDQW FKDQJH WR WKH UHOHYDQW FKDUDFWHULVWLFV RI LWV
DQG DGHTXDF\ DQG LQIRUPDWLRQ DERXW ULVN H[SRVXUH DQG RWKHU LWH

7KH (XURSHDQ EDQN V GLVFORVXUHY DQG DQQXDO UHSRUW DUH SXEOLVK
ZHEVLWH ZKLFK FDQ EH DFFHVVHG XVLQJ WKH OLQN EHORZ

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

6FRSH RI FRQVROLGDWLRQ

7KH 3LOODU GLVFORVXUHV KDYH EHHQ SURGXFHG IRU WKH (XURSHDQ EDC
DFFRXQWYV ZKLFK LQFOXGHV LWV EUDQFKHY DQG FRQVROLGDWHG VXEVLGLI

PE+ O%1l1< OHOORQ .9*x EXW H[FOXGLQJ %1< OHOORQ $,6 1RPLQHHV /LPLW|

7KH (XURSHDQ EDQN LV D FUHGLW LQVWLWXWLRQ LQFRUSRUDWHG LQ %H
OHOORQ D 1HZ <RUN EDQNLQJ FRUSRUDWLRQ ZLWK WUXVW SRZHUV KDYLC
VXEVLGLDU\ RI 7KH %DQN Rl 1HZ <RUN OHOORQ &RUSRUDWLRQ WKH XOWLPI

%1l< OHOORQ *URXS %1< OHOORQ LV D JOREDO LQYHVWPHQWY FRPSDQ\
VHUYLFH WKHLU ILQDQFLDO DVVHWV WKURXJKRXW WKH LQYHVWPHQW O
LQVWLWXWLRQV FRUSRUDWLRQV RU LQGLYLGXDO LQYHVWRUV %1< O0HOC
LQYHVWPHQW VHUYLFHV LQ FRXQWULHV D Q@ FRHPEH W KB D< 0 HPOWRNH KWIVG $
WULOOLRQ LQ DVVHWVY XQGHU FXVWRG\ DQG RU DGPLQLVWUDWLRQ DQG
FDQ DFW DV D VLQJOH SRLQW RI FRQWDFW IRU FOLHQWY ORRNLQJ WR F
UHVWUXFWXUH LQYHVWPHQWYVY %1< OHOORQ LV WKH FRUSRUDWH EUDQG RI
%. $GGLWLRQDO LQIRUPDIARBQLNHDORIRORBE RQ RO%IZIOWMWEBQYLVLW R
QHZVURREDBQ\PHOORQ FRPRMHIAKHRE@BPWHVW FRPSDQ\ QHZV

< _g
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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«
6XSHUYLVRU\ 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 5HIXODWRU
$PVWHUGDP %UDQBIUDQFK 'H IHGHUODQGVFKH %DQN '"1%
'XEOLQ %UDQFK %UDQFK &HQWUDO %DQN RI ,UHODQG &%,

'"HXWVFKH %XQGHVEDQN '% )HGHUDO )LQDQFLDO 6XSHUYLVRL
JUDQNIXUW %UDQFKUDQFK 1| 55 0]GLHQVWOHLVWXQJVDXIVLFKW  %D)LO

/IRQGRQ %UDQFK %UDQFK 3UXGHQWLDO 5HJXODWRU\ $XWKRULW\ 35$% )LQDQFLDO &RQGX
IX[HPERXUJ %UDQRKUDQFK &RPPLVVLRQ GH 6XUYHLOODQFH GX 6HFWHXU )LQDQFLHU &66)
&RSHQKDJHQ %UDQFKDQFK 'DQLVK )LQDQFLDO 6XSHUYLVRU\ $XWKRULW\ ')6$

3DULV %UDQFK %UDQFK $XWRULWO 'H &RQWU OH SUXGHQWLHO $&35 %DQTXH 'H )UDQF
0LODQ %UDQFK %UDQFK %DQFD ' ,WDOLD %,

ODGULG %UDQFK %UDQFK %DQFR GH (VSD*D %'(

%1l< OHOORQ .9* 6XEVLGLDWXQGHVDQVWDOW 1%U J)LQDQ]J]GLHQVWOHLVWXQJVDXIVLFEKW  %D)

2UJDQLVDWLRQDO VWUXFWXUH

7KH (XURSHDQ EDQN LV D FRUSRUDWLRQ ZLWK D %DQNLQJ /LFHQVH UHFRJ
KDV LWV KHDGTXDUWHUV LQ %YUXVVHOV DQG HIIHFWLYH -XQH LV D
<RUN OHOORQ Rl VKDUH FDSLWDO

7KH (XURSHDQ EDQN SURYLGHYVY VHUYLFHV RQ D SDVVSRUWHG EDVLV WKUR?>
LQ $PVWHUGDP 'XEOLQ )UDQNIXUW /RQGRQ SHQGLQJ FORVXUH IXITHPER
7KH (XURSHDQ EDQN DOVR KDV D VXEVLGLDU\ LQ J)UDQNIXUW %1l< OHOOF
GLUHFWLYHV WKH (XURSHDQ EDQN LV DXWKRULVHG WR SURYLGH ILQDQFLC
(8 FRXQWULHYVY SOXV ,FHODQG /LFKWHQVWHLQ DQG 1RUZD\ 6RPH RI WKI
ULJKWV LQ DFFRUGDQFH ZLWK WKH ORFDO WUDQVSRVLWLRQV RI WKH (8 ¢
UHVWULFWLRQV DQG DGDSWV LWV RSHUDWLRQV DFFRUGLQJO\

+LVWRU\

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 SDUW RI %1< OHOORQxV VWUDWHJI\ WR FRQVROLGDWH LWV OHJDO HQW
EUDQFKHYVY LQ $PVWHUGDP /RQGRQ )UDQNIXUW DQG /X[HPERXUJ IXUWKF
$FTXLVLWLRQ &R 1HWKHUODQGV %9 RQ 2FWREHU

2Q -XQH IXUWKHU WR WKH PHUJHU ZLWK 7KH %DQN RI 1HZ <RUN OH

OHOORQ $VVHW 6HUYLFLQJ *PE+ WKH (XURSHDQ EDQN VLJQLILFDQWO\ H[SI

JUDQNIXUWHU 6HUYLFH .DSLWDOYHUZDOWXQJV*HVHOOVFKDIW PE+ EHFDP}

XQGHU WKH QDPH Rl %1< OHOORQ 6HUYLFH .DSLWDODQODJH *HVHOOVFKDI
WKH (XURSHDQ EDQN RSHQHG D EUDQFK LQ 3DULV

2Q )HEUXDU\ WKH (XURSHDQ EDQN RSHQHG D QHZ EUDQFK LQ 'XEOLC
ZLWK 7KH %DQN RI 1HZ <RUN OHOORQ ,UHODQG /LPLWHG
$Q DGGLWLRQDO EUDQFK LQ 0LODQ ZDV FUHDWHG RQ $SULO DV D U
OHOORQ /X[HPERXUJ 6 $ LQWR WKH (XURSHDQ EDQN
2Q 1RYHPEHU WKH (XURSHDQ EDQN PHUJHG ZLWK %1< OHOORQ 7UXVW
>
BNY MELLON
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2Q 'HFHPEHU WKH &RSHQKDJHQ UHSUHVHQWDWLYH RIILFH ZDV FRQYHL
%UDQFK 7KH (XURSHDQ EDQN V FRPPLWPHQW WR WKLV UHJLRQ ZDV HQl
I\NUHGLW V GHSRVLWDU\ EXVLQHVYV HIIHFWLYH RQ I1RYHPEHU 7KLV Z

UHSUHVHQWDWLYH RIILFH LQWR WKH (XURSHDQ EDQN V ODGULG %UDQFK |
OHYHO RI VHUYLFH DQG VXSSRUW WR FOLHQWV LQ 'HQPDUN 6SDLQ DQG V
LQQRYDWLYH VROXWLRQV DQG SURYLGLQJ DFFHVV WR %1< OHOORQxV JOR
ZDV D UHSUHVHQWDWLYH RIILFH Rl WKH (XURSHDQ EDQN ZKLOVW O0DGUL
L QVWLWXWLRQDO %DQN

$V Rl '"HFHPEHU DSSURYDO KDV EHHQ JUDQWHG IURP WKH (XURSHDQ
ODQDJHPHQW RI WKH JUDQNIXUW %UDQFK RI WKH (XURSHDQ EDQN WKH 6X
'LUHFWRUV RI WKH .9* IRU WKH VDOH RI WKH /HJDO .9* EXVLQHVV WR D WKI
WKH LQWHQWLRQ WR DOVR VHOO WKH .9* 5LVN &RQWURO EXVLQHVV DQG W
7KH HVWLPDWHG WLPLQJ IRU WKH WUDQVIHU Rl WKH EXVLQHVV LV IURP -D
WKH EXVLQHVV EHLQJ GLVSRVHG RI LV DFFRXQWHG DV KHOG IRU VDOH 6
SHQGLQJ ORFDO UHJXODWRU\ FRQILUPDWLRQV WR UHPRYH OLFHQVHV OH
'"HFHPEHU ERWK WKH VXEVLGLDU\ DQG /RQGRQ %UDQFK UHPDLQHG S
VWUXFWXUH 7R VXSSRUW IXWXUH JURZWK D QRQ FRQWUDFWLQJ DQG QRQ
TXDUWHU RI LQ :URFODZ 3RODQG

6XSHUYLVLRQ

(ITHFWLYH 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 ZDV GHVLJQDWHG DV D GRPH\
UHIHUUHG WR LQ WKH &5' 9 DV DQ URWKHU V\VWHPLFDOO\ LPSRUWDQW LQ"

J)LIXUH 7KH (XURSHDQ EDQN V OHJDUHHKQREHMNA VWUXFWXUH DW

I1RWH 7KH (XURSHDQ EDQN V /RQGRQ %UDQFK LV LQ WKH SURFHVV RI FORVXUH 1R DFWLYLWLHV H[LVW LC
SHQGLQJ FRQILUPDWLRQ IURP WKH ORFDO UHJXODWRU 35% RI WKH UHPRYDO RI OLFHQVHV (TXDOO\ WKH
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* 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
%DVLV RI FRQVROLGDWLRAQ

(QWLW\ QDPH &RQVROLGDWLRQ EHUMMHY SURYLGHG
o LDQ FUHGLW LQVWLWXWLRQ DQG LV DOVR UHFRJQLI]F
%1< OHOORQ 6% 19X00\ FRQVROLGOWHE P Jy LQFOXGH $VVHW VHUYLFLQJ &OHDUDQFH DOG &
FDSLWDO LQYHVWPHQW FRPSDQ\ ZKLFK LV DQ LQGH
%1< OHOORQ .9* )XOO\ FRQVROLGDB’Y;"# QLVWUDWLRQ DQG LQYHVWPHOW PDQDJHPHQW VHUYL
%1<$.6 IRPLOHHV R FROVROLGD) V DV D QRPLQHH VKDUHKROGHU RQ EHKDOI RI FOLI
/LPLWHG UHKROGHU WKH %DQN RI 1HZ <RUN OHOORQ 6% 19 'XEOL

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 ULJKWYV 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

7KH H[LVWHQFH DQG WKH HIIHFW Rl SRWHQWLDO YRWLQJ ULJKWV WKDW D!
ZKHQ DVVHVVLQJ WKH FRQWURO Rl WKH (XURSHDQ EDQN RYHU DQRWKHU H
QRW LW FRQWUROV DQ LQYHVWHH LI IDFWV DQG FLUFXPVWDQFHV LQGLFD\
HOHPHQWYV RI FRQWURO

2SHUDWLQJ PRGHO

7KH 2SHUDWLQJ ORGHO UHIHUV WR KRZ %1< OHOORQ FROODERUDWHY RUJC
RSWLPLVLQJ WKH EDODQFH VKHHW GULYLQJ HIILFLHQFLHY 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
)XUWKHUPRUH UHJXODWRU\ FKDQJH KDV EHHQ D ODUJH FRPSRQHQW RI WK
D ODUJH QXPEHU RI UHJXODWRU\ FKDQJH LQLWLDWLYHV LQ H[HFXWLRQ P
LQLWLDWLYHV DUH DOVR NH\ WR WKH (XURSHDQ EDQNxV VWUDWHJ\

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

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

%RRNLQJ DQG 6ROLFLWDMRRQLAUDFULQFHBOHY 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 FOLHQWYVY $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 )LUVYV

5HVLOLHQFH O 2SHUDWLRQV P GXTUHRFHDRORDWQN LV GRFXPHQWLQJ LWV GHYV
LQ D GLVWLQFW GRFXPHQW DQG WKLV ZLOO EH GHYHORSHG DORQJVLGH
%XVLQHVV 6WUDWHJ\ DQG WKH (QWHUSULVH 7THFKQRORJ\ 6WUDWHJ\

); 7TUDGLQJ&% VXSHUYLVRU\ H{SHFWDWLRQV RQ ERRNLQJ PRGHOV UHTXLUF
IURP WKH (XURSHDQ 8QLRQ FRXQWULHV WKH (8 FOLHQW ); IORZ EH U
WKDW WKH (XURSHDQ EDQN FDQ QR ORQJHU UHO\ RQ D EDFN WR EDFN [
WKH %1<0 ,% 3XUVXDQW WR WKLV WKW XGRS HIMPKEN) QLNV V H\W DXEBN DXQU W E
WKH UHOLDQFH RQ D EDFN WR EDFN %)<0UBGERRNL QY OREZHOL VN IP\D QL
PDMRULW\ RI WKH (8 FOLHQW IORZ ZLWKLQ WKH (XURSHDQ EDQNLQJ HQWL

<>

BNY MELLON
([HEXWLYH VXPPDU\ 3LOODU 'LVFORVXUHXHFHPEHU



" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
&RUH EXVLQHVYV OLQHYV

‘LWK DFWLYLWLHV IRFXVVHG RQ WKH 6HFXULWLHV 6HUYLFHY DQG ODUNHW:"
KDV D QXPEHU RI FRUH EXVLQHVV OLQHV ,WV PDLQ DFWLYLW\ LV $VVHW 6
WR LQWHUQDO FOLHQWYVYV ZLWKLQ %1< OHOORQ EXW DOVR 7UHDVXU\ &RU!
(IFKDQJH &ROODWHUDO ODQDJHPHQW /LTXLGLW\ 6HUYLFHV DQG B6HJUH
JLQDQFLQJ

/ILQH RI EXVLQHVYV '"HVFULSWLRQ

$VVHW 6HUYLFLQJ ‘'LJILWDO SULPDULO\ FRPSULVHV &XVWRG\ 6HUYLFHV
$VVHW 6HUYLFLQJ 6HUYMWHY ,QVWLWXWLRQDO $FFRXQWLQJ )XQG $FFRXQWLQJ 7UDQVIHU
$6 $OWHUQDWLYH ,QYHVWPHQWY 6HUYLFHV *OREDO 5LVN 6ROXWLRQV DQG R
6HUYLFHYV

7TUHDVXU\ 6HUYLFHV 76 PDUNHW DQG VHOO 86' *%3 (85 &RUUHVSRQGF
VXSSOHPHQWDU\ SURGXFWYV HJ ); DQG 0XOWL &XUUHQF\ WR HOLJLEOH
MIKURXJK 76 SHUVRQQHO HPSOR\HG E\ WKH (XURSHDQ EDQN 7KH [(XURSHI
PDUNHWLQJ DQG VHOOLQJ WKH SURGXFWY DV WKH FRQWUDFW LV ZLWK WK

7TUHDVXU\ 6HUYLFH

,WVVXHU 6HUYLFHV

7KH (XURSHDQ EDQN RIIHUV &RUSRUDWH 7UXVW 6HUYLFHVY DFWLQ. LQ D E
&RUSRUDWH 7UXVWLP&WHG WR WUXVWHH UHJLVWUDU LVVXLQJ DQG SD\LQJ DJHQW FRPPI
FROODWHUDO SRUWIROLR DGPLQLVWUDWLRQ

7KH (XURSHDQ EDQN V 'XEOLQ %UDQFK SHUIRUPV FHUWDLQ RSHUDWLRQD

SRVLWRU\ 5HFHISSMGRPLQDQWO\ LVVXDQFH DQG FDQFHOODWLRQ 'HSRVLWRU\ 5HFHLSWYV
6HUYLFHV FRPSDQLHV DQG LQYHVWRUV 7KH\ DUH QHJRWLDEOH ILQDQFLDO VHFXUL
FRPSDQLHVx SXEOLFO\ WUDGHG VHFXULWLHV DOORZLQJ WKHP WR KDYH W

&OHDUDQFH ODUNHWY DQG &ROODWHUDO ODQDJHPHQW

7KH (XURSHDQ EDQN SURYLGHV IRUHLJQ H[FKDQJH VHUYLFHV ZKLFK HQD

JRUHLJQ ([FKDQJHIL DQFLQJ DQG FURVV ERUGHU REMHFWLYHYV

UQDWLRQDO &R ¢WRSHD® EDQN DFWV DV 7UL 3DUW\ DJHQW WR FROODWHUDO SURYL
JHPHQW WUDQVDFWLRQV LQFOXGLQJ EXW QRW OLPLWHG WR 7UL 3DUW\ 5HSR VHF

7&4 (é%RSHDQ EDQN SURYLGHV OLTXLGLW\ VHUYLFHV VDIHNHHSLOJ RI PD
JLTXLGLWA 6HUYLFL'J_FGQ| WLRQ RI PRQH\ PDUNHW LQVWUXPHQWY PDUJLQ PDQDJHPHQW \
6HJUHJDWLRQ vhon SN

,QWHUQDWLRQDO &QOMDWPMWHRQDO &OHDUDQFH SURYLGHYVY 6HWWOHPHQW DQG &XVWRG\ VHU

H (XURSHDQ EDQN SURYLGHV VWDQGDUG DJHQF\ OHQGLQJ LQFOXGLQJ
GHFEXULWLHV )LQ[)é I!|_|QF\ FDVK LQYHVWPHQW SURGXFWV

o
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~ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, .H\ PHWULFV

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

5HIXODWRU\ FDSLWDO DQG 5LVN ZHLJ&KWIHGVD @ VUHINYWLRF

/HYHUDJH UDWLR I[LTXLGLW\ UDWLRYV

7DEOH (8.0 .H\ PHWULFV WHPSODWH

P "HF -XQ "HF

$YDLODEOH RZQ IXQGV

&RPPRQ (TXLW\ 7LHU & (7 FDSLWDO

7LHU FDSLWDO

7TRWDO FDSLWDO

5LVN ZHLIJKWHG H[SRVXUH DPRXQWYV

7RWDO ULVN ZHLJKWHG H[SRVXUH DPRXQW

&DSLWDO UDWLRV DV D SHUFHQWDJH Rl ULVN ZHLJKWHG H[SRVXUH DPRXQW
&RPPRQ (TXLW\ 7LHU UDWLR

7LHU UDWLR

7TRWDO FDSLWDO UDWLR

\
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¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

P "HF -XQ "HF

$GGLWLRQDO RZQ IXQGYV UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH C
DPRXQW

(8 D$GGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV ULVNV RWKHU WKDQ WKH ULVN RI H[FHVVLYH (
(8 E RI ZKLFK WR EH PDGH XS RI &(7 FDSLWDO SHUFHQWDJH SRLQWV
(8 F RI ZKLFK WR EH PDGH XS RI 7LHU FDSLWDO SHUFHQWDJH SRLQWYV
(8 G7RWDO 65(3 RZQ IXQGV UHTXLUHPHQWYV
&RPELQHG EXIIHU UHTXLUHPHQW DV D SHUFHQWDJH RI ULVN ZHLJKWHG H[SRVXUH DPRXQW
&DSLWDO FRQVHUYDWLRQ EXIIHU
(8 D&RQVHUYDWLRQ EXIIHU GXH WR PDFUR SUXGHQWLDO RU VI\VWHPLF ULVNQGHQWLIQRHG DW WKH OHYHO
,QVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU
(8 DB6\WWHPLF ULVN EXIIHU o] o] o]
*OREDO 6\WVWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ EXIIHU o} o o}
(8 D2WKHU 6\WWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ EXIIHU
&RPELQHG EXIIHU UHTXLUHPHQW
(8 D2YHUDOO FDSLWDO UHTXLUHPHQWYV
&(7 DYDLODEOH DIWHU PHHWLQJ WKH WRWDO 65(3 RZQ IXQGV UHTXLUHPHQWYV
/HYHUDJH UDWLR
7RWDO H[SRVXUH PHDVXUH
/HYHUDJH UDWLR
7RWDO H[SRVXUH PHDVXUH H[FOXGLQJ &HQWUDO %DQN H[SRVXUHV
/HYHUDJH UDWLR H[FOXGLQJ &HQWUDO %DQN H[SRVXUHV
$GGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV ULVNV Rl H[FHVVLYH OHYHUDJH DV D SHUFHQ
(8 D$GGLWLRQDO RZQ IXQGV UHTXLUHPHQWYV WR DGGUHVV WKH ULVN RI H[FHKOVVLYH O® YHUDJHO
(8 E RI ZKLFK WR EH PDGH XS RI &(7 FDSLWDO SHUFHQWDJH SRLQWYV o o} o
(8 F7RWDO 65(3 OHYHUDJH UDWLR UHTXLUHPHQWV
/HYHUDJH UDWLR EXIIHU DQG RYHUDOO OHYHUDJH UDWLR UHTXLUHPHQW DV D SHUFHQWDJH Rl WRWL
(8 G/HYHUDJH UDWLR EXIIHU UHTXLUHPHQW o] o] o]
(8 H2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW
/ILTXLGLW\ &RYHUDJH 5DWLR
7RWDO KLJK TXDOLW\ OLTXLG DVVHWV :HLJKWHG YDOXH DYHUDJH
(8 D&DVK RXWIORZV 7RWDO ZHLJKWHG YDOXH
(8 E&DVK LQIORZV 7RWDO ZHLJKWHG YDOXH
7RWDO QHW FDVK RXWIORZV DGMXVWHG YDOXH
/LTXLGLW\ FRYHUDJH UDWLR
1HW 6WDEOH )XQGLQJ 5DWLR
7RWDO DYDLODEOH VWDEOH IXQGLQJ
7RWDO UHTXLUHG VWDEOH IXQGLQJ
16)5 UDWLR

1RWH &DSLWDO DQG OHYHUDJH UDWLRYV LQFOXGH \HDUO\ SURILW DW 'HFHPEHU UHSRUWLQJ SRLQWYV 'XH
UHJXODWRU\ VXEPLVVLRQV

5HSUHVHQWYVY WKH (XURSHDQ EDQN V 3LOODU DGGLWLRQDO FDSLWDO UHTXLUHPHQW

$V Rl $SULO WKH WHPSRUDU\ H[FOXVLRQ Rl FHQWUDO EDQN H[SRVXUHV ZLWKLQ WKH OHYHUDJH UDWL
3LOODU &(7 UDWLR SOXV 3LOODU UHTXLUHPHQW &(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
$W WKH HQG RI '"HFHPEHU WKH (XURSHDQ EDQNV FRQVROLGDWHG 2ZQ )X
RQ WKH -XQH SRVLWLRQ 7KLV zZDV ODUJHO\ GULYHQ E\ UHFRJQLWLR

DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH 5LVN ZHLJKWHG DVVHWYV
SRVLWLRQ SULPDULO\ GXH WR ORZHU FUHGLW ULVN &ROOHFWLYHO\ W
FROQVROLGDWHG FDSLWDO UDWLR E\ RYHU -XQH
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H\ ([ WHUD@FWRQVOXHQFLQJ WKH (XURSHDQ EDQN

,W KDV EHHQ D \HDU RI XQSUHFHGHQWHG YRODWLOLW\ ,QIODWLRQ DW D
F\FOH VLQFH UHVXOWHG LQ QHIJDWLYH UHWXUQV IRU PRVW DVVHW FODV

5XVVLDxV LQYDVLRQ RI 8NUDLQH DQG &KLQDxV JHUR &RYLG SROLF\ DGGHC
FRQWULEXWHG WR VORZLQJ HFRQRPLF DFWLYLW\

7R VORZ LQIODWLRQ WKH (&% UDLVHG LWV GHSRVLW IDFLOLW\ LQWHUHVW
SHVHUYH UDLVHG WKHLU IHGHUDO IXQGYV UDWH VHYHQ WLPHV LQ WD N
(QJODQG DQG RWKHU FHQWUDO %DQNV PDGH VLPLODU UDWH KLNHYV

$vV D UHVXOW VKRUW WHUP LQWHUHVWYV 86' UDWHV KDYH LQFUHDVHG VL.
UHYHQXHV IXUWKHU LPSURYHG E\ KLJKHU DYHUDJH GHSRVLW EDODQFHV C

,Q WKLV FRQWH[W WKH (XURSHDQ EDQN FRQWLQXHG WR PDLQWDLQ D VWU
DVVHWVY DQG ORZ OHYHOV RI OHYHUDJH 7KLV GHPRQVWUDWHVY WKH (XURS
ILQDQFLDO VKRFN ZKLFK PD\ LPSDFW WKH (XURSHDQ EDQN V EXVLQHVV

LQVWLWXWLRQ IRU RXU FOLHQWY DQG UHJXODWRUYV

7KH YDOXH RI WKH 86 GROODU KDV DSSUHFLDWHG VLJQLILFDQWO\ GXULQJ

LQ FRPSDUHG WR LQ +RZHYHU WKH LPSDFW RI WKH 86 GROODU\
UHVXOWYV

7KH QHW SURILW DIWHU WD[ RI WKH (XURSHDQ EDQN DPRXQWHG WR F
LOQFRPH RI PLOOLRQ LQ UHVXOWLQJ LQ D SRVLWLYH UHWXUQ F

7KH LQFUHDVH LV PDLQO\ DWWULEXWHG WR WKH UHFRYHU\ RI D :LWKKROG!
UHFRUGHG LQ

,Q DGGLWLRQ WKH \HDU RQ \HDU LQFUHDVH UHIOHFWYV QHW LQWHUHVW U
RINTVHW E\ KLJKHU FRQWULEXWLRQ WR WKH 6LQJOH 5HVROXWLRQ )XQG Gt
LOQFOXGLQJ QHW UHVWUXFWXULQJ FRVWV GRZQ PLOOLRQ

7KH QHW LQWHUHVW UHYHQXHY DQG VZDS UHVXOWY DUH SULPDULO\ UHIOF
DQRG ODUJHU GHSRVLW EDODQFHV WKDW DUH SDUWLDOO\ RIIVHW E\ KLJKHL

7KH QRQ LQWHUHVW LQFRPH KDV LQFUHDVHG E\ FRPSDUHG WR 6HF X
PLOOLRQ GULYHQ E\ LVVXHU VHUYLFHYV PLOOLRQ

,Q Rl WKH QRQ LQWHUHVW LQFRPH LV FRPLQJ IURP LQWHUFRPSDQ\ W

2SHUDWLQJ H[SHQVHV KDYH LQFUHDVHG E\ LQ SULPDULO\ H[SODLC

UHVROXWLRQ IXQG

7KH EDODQFH VKHHW UHPDLQHG VWDEOH DW \HDU HQG RI DW VSRW FRP

7KH SRVLWLYH QHW UHVXOWY DIWHU WD[ KDV UHVXOWHG LQ D SRVLWLYH

%1< OHOORQ LV ZHOO SRVLWLRQHG DJDLQVW FRPSHWLWLRQ WKDQNV WR
VWUDWHJ\ %1< OHOORQ KDV D XQLTXH VHOOLQJ SURSRVLWLRQ WKDW ILW
SRVLWLRQHG DV WKH *URXS V (XURSHDQ %DQN

%XVLQHVV (YROXWLRQ LQ

2Q JHEUXDU\ 5XVVLD LQYDGHG 8NUDLQH ODXQFKLQJ WKH ELJJHVW P
,, KH 8NUDLQH :DU KDV VKDNHQ ILQDQFLDO PDUNHWY KLWWLQJ DOO DVVI

‘KLOH $VVHW B6HUYLFLQJ 'LJLWDO ZDV QDWXUDOO\ PRUH DIIHFWHG E\ WK
%XVLQHVV FRQWLQXHG WR GHOLYHU VROLG SHUIRUPDQFH EHQHILWLQJ IU
FOLHQW YROXPH DQG EDODQFHYV

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

EDQN DQG RULJLQDWHG LQ )HEUXDU\ ZLWK D \HDU PDWXULW\ 7KH V
FDSLWDO

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

JROORZLQJ D WKRURXJK DVVHVVPHQW RI LWV RSHUDWLQJ PRGHO DQG W
GHPDQG IRU QHZ SURGXFWY DQG VHUYLFHVY DV ZHOO DV WKH QHFHVVLW\ W
GLJLWL]DWLRQ VHYHUDO WUDQVIRUPDWLRQV RI WKH %UXVVHOV KHDGTXD
DUH EHLQJ HIHFXWHG

$V RI -XQH WKH (XURSHDQ EDQN V UHJLVWHUHG DGGUHVV FKDQJHG 3
IRU WKH FRPSOHWH DGGUHVYV
(IHTHFWLYH -XQH WKH RZQHUVKLS VWUXFWXUH RI WKH (XURSHDQ EDQ

ZKROO\ RZQHG VXEVLGLDU\ RI 7KH %DQN RI 1HZ <RUN OHOOR@EWLRIRUYU VKI
IXUWKHU LQIRUPDWLRQ

, Q WKH (XURSHDQ EDQN LV UHGXFLQJ D VPDOO SHUFHQWDJH RI UROH)
DUHDV DQG WR IXHO GHYHORSPHQW RSSRUWXQLWLHV IRU HPSOR\HHV
WUDQVIRUPDWLRQV WKDW DUH EHLQJ H[HFXWHG LQ WKH %UXVVHOV KHDG’
*HUPDQ\ UHIHUUHG WR DERYH 7KLV QRWDEO\ DOLJQV ZLWK RXU JRDO RI R
DQG IRVWHULQJ D KLJK SHUIRUPLQJ FXOWXUH ,PSDFWV RI WKHVH UHGXFW
ZLWKLQ WKH UHODWHG EXVLQHVYV

/RRNLQJ WRZDUGV WKH QHDU WHUP WKH ODUNHW 5LVN $OWHUQDWLYH 6
ELQGLQJ RQ WKH (XURSHDQ EDQN DV SDUW RI WKH QH[W LWHUDWLRQ RI &
IURP &55 ,,, ‘LWKLQ &55 ,,, HOHPHQWY UHODWLQJ WR WKH 2ZQ )XQ
DQG (6* UHODWHG GLVFORVXUHV ZLOO EHFRPH ELQGLQJ 6XFK XSGDWH
GLVFORVXUHV DFFRUGLQJO\ ODUNHW ULVN FDOFXODWLRQV XQGHU WKLV Q
GLVFORVHG SUHVHQWO\

< _g
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&DSLWDO

$UWLFOH D &55 ,, 6FRSH RI DSSOLFDWLRQ 2ZQ IX

\
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&RPSRVLWLRQ RI UHIJXODWRU\ FDSLWDO

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

2ZQ )XQGV FRPSULVH WLHU FDSLWDO OHVV GHGXFWLRQV

7KH (XURSHDQ EDQNxV UHJXODWRU\ FDSLWDO LV GHILQHG E\ &5' 9 DQG LQ
WKH KLIKHVW TXDOLW\ IRUP RI UHIJXODWRU\ FDSLWDO XQGHU %DVHO ,,, FI
SUHPLXP UHWDLQHG HDUQLQJVY DQG RWKHU UHVHUYHV H[FOXGLQJ WKH FD
DGMXVWPHQWYV

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

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

6RXUFH EDVHG
RQ UHIHUHQFH
QXPEHUV OHWWHUYV
Rl WKH EDODQFH
VKHHW XQGHU WKH
UHJXODWRU\
$W 'HFHPEHU VFRSH RI
P $PRXQWWRQVROLGDWLRQ

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO LQVWUXPHQWY DQG UHVHUYHYV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV

RI ZKLFK LQVWUXPHQW W\SH RUGLQDU\ VKDUHYV D
Rl ZKLFK LQVWUXPHQW W\SH VKDUH SUHPLXP E
Rl ZKLFK ,QVWUXPHQW W\SH o
5HWDLQHG HDUQLQJV F
$FFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG RWKHU UHVHUYHV G
(8 D)XQGV IRU JHQHUDO EDQNLQJ ULVN o]
$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH DQG WKH UHODWHG VKDUH SUHPLXP |
IURP &(7 o)
OLQRULW\ LQWHUHVWY DPRXQW DOORZHG LQ FRQVROLGDWHG &(7 o)

(8 D,QGHSHQGHQWO\ UHYLHZHG LQWHULP SURILWYV QHW RI DQ\ IRUHVHHDEOH FKDUJH RU GLYLGHQG
&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO EHIRUH UHJXODWRU\ DGMXVWPHQWYV
&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO UHJXODWRU\ DGMXVWPHQWYV
$GGLWLRQDO YDOXH DGMXVWPHQWYV H
,QWDQJLEOH DVVHWV QHW RI UHODWHG WD[ OLDELOLW\ |
'"HIHUUHG WD[ DVVHWYV WKDW UHO\ RQ IXWXUH SURILWDELOLW\ H[FOXGLQJ WKRVH DULVLQJ IURP WHF

OLDELOLW\ ZKHUH WKH FRQGLWLRQV LQ $UWLFOH DUH PHW QHJDWLYH BOPRXQW
)DLU YDOXH UHVHUYHV UHODWHG WR JDLQV RU ORVVHV RQ FDVK IORZ KHGJHV RI ILQDQFLDO LQVWU;
YDOXH o}

1HJDWLYH DPRXQWV UHVXOWLQJ IURP WKH FDOFXODWLRQ RI H[SHFWHG ORVV®PRXQWYV
$Q\ LQFUHDVH LQ HTXLW\ WKDW UHVXOWV IURP VHFXULWLVHG DVVHWV QHJDWLYH DPRXQW
*DLQV RU ORVVHV RQ OLDELOLWLHY YDOXHG DW IDLU YDOXH UHVXOWLQJ IURPOFKDQJHV LQ RZQ FUH(

>
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6RXUFH EDVHG
RQ UHIHUHQFH
QXPEHUV OHWWHUV
Rl WKH EDODQFH
VKHHW XQGHU WKH
UHJXODWRU\

® mm O

$W 'HFHPEHU VFRSH RI
P $PRXQWWRQVROLGDWLRQ
"HILQHG EHQHILW SHQVLRQ IXQG DVVHWY QHJDWLYH DPRXQW J

'LUHFW DQG LQGLUHFW KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ &(7 LQVWUXPKQWY QHJIJDWLYH DPRX

‘LUHFW QGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH &(7 LQVWUXPHQWV RI ILQDQFLDO VHFWRU H
UHFLSURFDO FURVV KROGLQJV ZLWK WKH LQVWLWXWLRQ GHVLJQHG WR LQIODWH DUWLILFLDOO\ WKF
DPRXQW o)
‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV E\ WKH LQVWL wa Q RI WKH &(7 LQ WUXPHQWYV RI
LQVWLWXWLRQ GRHV QRW KDYH D VLJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW DERYH
SRVLWLRQV QHJIDWLYH DPRXQW o
‘LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWV RI
LQVWLWXWLRQ KDV D VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW DERYH WKUHVKF
QHJDWLYH DPRXQW o)

(ISRVXUH DPRXQW RI WKH IROORZLQJ LWHPV ZKLFK TXDOLI\ IRU D 5: RI ZKHUH WKH LQVWLWXWL
DOWHUQDWLYH o)

Rl ZKLFK TXDOLI\LQJ KROGLQJV RXWVLGH WKH ILQDQFLDO VHFWRU QHJDWL®H DPRXQW

Rl ZKLFK VHFXULWLVDWLRQ SRVLWLRQV QHJIJDWLYH DPRXQW o)

Rl ZKLFK IUHH GHOLYHULHV QHJDWLYH DPRXQW o)

"HIHUUHG WD[ DVVHWV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHYV DPRXQW DERYH WKUHVKROG QHW
WKH FRQGLWLRQV LQ $UWLFOH DUH PHW QHJDWLYH DPRXQW o)
$PRXQW H[FHHGLQJ WKH WKUHVKROG QHJDWLYH DPRXQW o)

Rl ZKLFK GLUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVW WXWLRQ RI WKH &(7 LQVW
ZKHUH WKH LQVWLWXWLRQ KDV D VLJOQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV

Rl ZKLFK GHIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIIHUHQFHV 0O

/RVVHV IRU WKH FXUUHQW ILQDQFLDO \HDU QHJDWLYH DPRXQW o)

YRUHVHHDEOH WD[ FKDUJHV UHODWLQJ WR &(7 LWHPV H[FHSW ZKHUH WKH LQVWLWXWLRQ VXLWDEO\
LQVRIDU DV VXFK WD[ FKDUJHV UHGXFH WKH DPRXQW XS WR ZKLFK WKRVH LWHPV PD\ EH XVHG WR F
DPRXQW o)

4XDOLI\LQJ $7 GHGXFWLRQV WKDW H[FHHG WKH $7 LWHPV Rl WKH LQVWLWXWORQ QHJDWLYH DPRXQ
2WKHU UHJXODWRU\ DGMXVWPHQWYV G

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

&RPPRQ (TXLW\ 7LHU &(7 FDSLWDO

$GGLWLRQDO 7LHU $7 FDSLWDO LQVWUXPHQWYV
&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV o]
Rl ZKLFK FODVVLILHG DV HTXLW\ XQGHU DSSOLFDEOH DFFRXQWLQJ VWDQGDOGV
Rl ZKLFK FODVVLILHG DV OLDELOLWLHV XQGHU DSSOLFDEOH DFFRXQWLQJ V&W@DQGDUGV

$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH DQG WKH UHODWHG VKDUH SUHPLXP I
IURP $7 DV GHVFULEHG LQ $UWLFOH R (0]
$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH D VXEMHFW WR SKDVH RXW IURP $7

$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH E VXEMHFW WR KDVH RXW IURP $7

4XDOLI\LQJ 7LHU FDSLWDO LQFOXGHG LQ FRQVROLGDWHG $7 FDSLWDO LQFOXGLQJ PLQRULW\ LQW
VXEVLGLDULHVY DQG KHOG E\ WKLUG SDUWLHV

Rl ZKLFK LQVWUXPHQWYVY LVVXHG E\ VXEVLGLDULHV VXEMHFW WR SKDVH RXW)
$GGLWLRQDO 7LHU $7 FDSLWDO EHIRUH UHJXODWRU\ DGMXVWPHQWV o]

$GGLWLRQDO 7LHU $7 FDSLWDO UHJXODWRU\ DGMXVWPHQWYV

'LUHFW DQG LQGLUHFW KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ $7 LQVWUXPHQWV QHJIJDWLYH DPR

'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV RI WKH $7 LQVWUXPHQWYV RI ILQDQFLDO VHFWRU HQ
o\ w

UHFLSURFDO FURVV KROGLQJV ZLWK WKH LOQVWLWXWLRQ GHVLJQHG WR LQIODWH DUWLILFLDO
DPRXQW o]

'LUHFW LQGLUHFW DQG QW HWLF KROGLQJV RI WKH $7 Q WUXPHQWYV RI ILQDQFLDO VHFWRU HQ\
KDYH D VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV RXQW DERYH WKUHVKROG DQG QHW
DPRXQW (0]

'LUHFW LQGLUHFW DQG VIQWKHWLF KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH $7 LQVWUXPHQWYV RI |
LQVWLWXWLRQ KDV D VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHYV QHW ®I HOLJLEOH VKRUW S|
4XDOLI\LQJ 7 GHGXFWLRQV WKDW H[FHHG WKH 7 LWHPV Rl WKH LQVWLWXWLRQ QHJDWLYH DPRXQW
2WKHU UHJXODWRU\ DGMXVWPHQWY WR $7 FDSLWDO o]

7TRWDO UHIJXODWRU\ DGMXVWPHQWY WR $GGLWLRQDO 7LHU $7 FDSLWDO o]

$GGLWLRQDO 7LHU $7 FDSLWDO o]

7LHU FDSLWDO 7 &(7 $7

7LHU 7 FDSLWDO LQVWUXPHQWYV

&DSLWDO LQVWUXPHQWY DQG WKH UHODWHG VKDUH SUHPLXP DFFRXQWYV o]

$PRXQW RI TXDOLI\LQJ LWHPV UHIHUUHG WR LQ $UWLFOH DQG WKH UHODWHG VKDUH SUHPLXP
IURP 7 DV GHVFULEHG LQ $UWLFOH &55 o}

$PRXQW RI TXDOLINLQJ LWHPV UHIHUUHG WR LQ $SUWLFOH VXEMHFW WROSKDVH RXW IURP 7
$PRXQW RI TXDOLINLQJ LWHPV UHIHUUHG WR LQ SUWLFOH VXEMHFW WROSKDVH RXW IURP 7

D
E
4XDOLI\LQJ RZQ IXQGYV LQVWUXPHQWY LQFOXGHG LQ FRQVROLGD WHG 7 FDSLWDO LQFOXGLQJ PLQRL
QRW LQFOXGHG LQ URZV RU LVVXHG E\ VXEVLGLDULHV DQG KHOG E\ WKLUG SDUWLHV

RI ZKLFK LQVWUXPHQWY LVVXHG E\ VXEVLGLDULHYVY VXEMHFW WR SKDVH RXWO

\~
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6RXUFH EDVHG
RQ UHIHUHQFH
QXPEHUV OHWWHUV
Rl WKH EDODQFH
VKHHW XQGHU WKH
UHJXODWRU\

$W 'HFHPEHU VFRSH RI

P $PRXQWWRQVROLGDWLRQ
&UHGLW ULVN DGMXVWPHQWYV o

7LHU 7 FDSLWDO EHIRUH UHJXODWRU\ DGMXVWPHQWYV o)

7LHU 7 FDSLWDO UHJXODWRU\ DGMXVWPHQWYV
"LUHFW DQG LQGLUHFW KROGLQJV E\ DQ LQVWLWXWLRQ RI RZQ 7 LQVWUXPHQ®WYV DQG VXERUGLQDWH

‘LUHFW LQGLUHFW DQG VI\QWKHWLF KROGLQJV RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQ
WKRVH HQWLWLHV KDYH UHFLSURFDO FURVYV KROGLQJV ZLWK WKH LQVWLWXWLRQ GHVLJQHG WR LQI
LQVWLWXWLRQ QHJDWLYH DPRXQW o
‘LUHFW DQG LQGLUHFW KROGLQJV RI WKH 7 LQVWUXPHQWY DQG VXERUGLQDWHG ORDQV RI ILQDQFL]
GRHV QRW KDYH D VLJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW DERYH KUHVKROG
QHJDWLYH DPRXQW o)
"LUHFW DQG LQGLUHFW KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH 7 LQVWUXPHQWY DQG VXERUGLQD\
ZKHUH WKH LQVWLWXWLRQ KDV D VLJQLILFDQW LQYHVWPHQW LQ WKRVH HQWIONLHY QHW RI HOLJLE(
(8 D4XDOLI\LQJ HOLJLEOH OLDELOLWLHY GHGXFWLRQV WKDW H[FHHG WKH HOLJLEOH OLDELOLWLHV LWHF
E 2WKHU UHJXODWRU\ DGMXVPHQWV WR 7 FDSLWDO o)
7RWDO UHJXODWRU\ DGMXVWPHQWY WR 7LHU 7 FDSLWDO o)
7LHU 7 FDSLWDO o

7RWDO FDSLWDO 7& 7 7
7RWDO 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
7RWDO FDSLWDO DV D SHUFHQWDJH RI WRWDO ULVN H[SRVXUH DPRXQW
,QVWLWXWLRQ &(7 RYHUDOO FDSLWDO UHTXLUHPHQWV
RlI ZKLFK FDSLWDO FRQVHUYDWLRQ EXIIHU UHTXLUHPHQW
RI ZKLFK FRXQWHUF\FOLFDO EXIIHU UHTXLUHPHQW
RI ZKLFK VA\VWHPLF ULVN EXIIHU UHTXLUHPHQW o
(8 D RI ZKLFK *OREDO 6\VWHPLFDOO\ ,PSRUWDQW ,QVWLWXWLRQ * 6,, RU 2WKHU 6\VWHPLFDOO\ ,PSRU!
RI ZKLFK DGGLWLRQDO RZQ IXQGV UHTXLUHPHQWY WR DGGUHVV WKH ULVNV RWKHU

(8 E WKDQ WKH ULVN RI H[FHVVLYH OHYHUDJH
&RPPRQ (TXLW\ 7LHU FDSLWDO DV D SHUFHQWDJH RI ULVN H[SRVXUH DPRXQW DYDLODEOH DIWHU
FDSLWDO UHTXLUHPHQWYV
$PRXQWY EHORZ WKH WKUHVKROGV IRU GHGXFWLRQ EHIRUH ULVN ZHLJKWLQJ
'LUHFW DQG LQGLUHFW KROGLQJV RI RZQ IXQGYVY DQG HOLJLEOH OLDELOLWLHV RI ILQDQFLDO VHFWRL
KDYH D VLIJQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHVY DPRXQW EHORZ WKUHVKROG DQG QHW
'LUHFW DQG LQGLUHFW KROGLQJV E\ WKH LQVWLWXWLRQ RI WKH &(7 LQVWUXPHQWYV RI ILQDQFLDO \
D VLIQLILFDQW LQYHVWPHQW LQ WKRVH HQWLWLHV DPRXQW EHORZ WKUBVKROGY DQG QHW RI
'"HIHUUHG WD[ DVVHWYV DULVLQJ IURP WHPSRUDU\ GLIITHUHQFHV DPRXQW EHORZ WKUHVKROG Q
HUH WKH FRQGLWLRQV LQ $UWLFOH DUH PHW K
SOLFDEOH FDSV RQ WKH LQFOXVLRQ RI SURYLVLRQV LQ 7LHU
HGL

W ULVN DGMXVWPHQWY LQFOXGHG LQ 7 LQ UHVSHFW RI H[SRVXUHV VXEMHFW WR VWDQGDUGL
FDS (0]

KH
RQ LQFOXVLRQ RI FUHGLW ULVN DGMXVWPHQWYV LQ 7 XQGHU VWDQGDUGLVHG DSSURDFK

S
HGLW ULVN DGMXVWPHQWY LQFOXGHG LQ 7 LQ UHVSHFW RI H[SRVXUHV VXEMHFW WR LQWHUQDO |
SOLFDWLRQ RI WKH FDS o

&DS IRU LQFOXVLRQ RI FUHGLW ULVN DGMXVWPHQWYV LQ 7 XQGHU LQWHUQDOQDWLQJV EDVHG DSSU
&DSLWDO LQVWUXPHQWY VXEMHFW WR SKDVH RXW DUUDQJHPHQWY RQO\ DSSOLFDEOH EHWZHHQ -IL
&XUUHQW FDS RQ &(7 LQVWUXPHQWY VXEMHFW WR SKDVH RXW DUUDQJHPHQWYV

$PRXQW H[FOXGHG IURP &(7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWIRQV DQG PDWXULWLH\
&XUUHQW FDS RQ $7 LQVWUXPHQWY VXEMHFW WR SKDVH RXW DUUDQJHPHQW\W

$PRXQW H[FOXGHG IURP $7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQYV DQG PDWXULWLHV
&XUUHQW FDS RQ 7 LQVWUXPHQWV VXEMHFW WR SKDVH RXW DUUDQJHPHQWVO

$PRXQW H[FOXGHG IURP 7 GXH WR FDS H[FHVV RYHU FDS DIWHU UHGHPSWLRQV DQG PDWXULWLHV

7KH (XURSHDQ EDQN V $GGLWLRQDO 9DOXDWLRQ $GMXVWPHQW GRHV QRW PHHW WKH FULWHULD IRU IXU\
398 7KHUHIRUH WKLV WDEOH KDV QRW EHHQ GLVFORVHG

,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 WKUHVKROGV IRU GHGXFWLRQ DQG LV VXEMH

DULVLQJ IURP WHPSRUDU\ GLITHUHQFHY DUH WKH RQO\ LWHPV H[HPSWHG IL

BNY MELLON
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7TDEOH (8 && HHFRQFLOLDWLRQ RI UHIJXODWRU\ RZQ IXQGV WR EDODQF
VWDWHPHQWYV

7KH WDEOH VKRZV D UHFRQFLOLDWLRQ RI WKH (XURSHDQ EDQNxV SXEOLYV
,QWHUQDWLRQDO )LQDQFLDO 5HSRUWLQJ 6WDQGDUGV ,)56 ZLWK WKH H
UXOHV GHQRWHG E\ D UHIHUHQFH ZKRE®H D Q(E ¥ & &RPHB® \EIDFINRW RR|I UH JX O
7KH EDODQFH VKHHW XQGHU WKH UHJXODWRU\ VFRSH RI FRQVROLGDWLRC
FDSLWDO UHTXLUHPHQWV

%DODQFH VKHHW DV LQ
$W '"HFHPEHU WKH SXEOLVKHG
P ILQDQFLDO VWDHNHBHQRAH/

$VVHWV %UHDNGRZQ E\ DVVHW FODVVHV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ WKH SXEOLVKHG ILQ
&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNV

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV H
/RDQV DQG DGYDQFHV WR FXVWRPHUV

,QYHVWPHQW VHFXULWLHV H
&XUUHQW WD[ DVVHWYV

2WKHU DVVHWYV J
3URSHUW\ DQG HTXLSPHQW

"HIHUUHG WD[ DVVHWYV K

*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV I
7RWDO DVVHWYV

/LDELOLWLHY %UHDNGRZQ E\ OLDELOLW\ FODVVHV DFFRUGLQJ WR WKH EDODQFH VKHHW LQ WKH SXEO
"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV H

"HSRVLWV IURP FHQWUDO EDQNYV

"HSRVLWV IURP ILQDQFLDO LQVWLWXWLRQV

'"HSRVLWV IURP QRQ ILQDQFLDO LQVWLWXWLRQV

6XERUGLQDWHG OLDELOLWLHYV

2WKHU ILQDQFLDO OLDELOLWLHV

&XUUHQW WD[ OLDELOLWLHV

2WKHU OLDELOLWLHV

3URYLVLRQV

"HIHUUHG WD[ OLDELOLWLHV I

7RWDO OLDELOLWLHYV

6KDUHKROGHUV (TXLW\

,VVXHG FDSLWDO D
6KDUH SUHPLXP E
5SHWDLQHG HDUQLQJV F
2WKHU UHVHUYHV G
7RWDO VKDUHKROGHUV HTXLW\
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ RI DV D 3UXGHQWLDO 9DOXDWLRQ $GMXV)
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ RI DV D 3UXGHQWLDO 9DOXDWLRQ $GMX
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ RI DV D 3UXGHQWLDO 9DOXDWLRQ $GMXV)

21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV D GHILQHG EHQHILW SHQVLRQ IXQG DVVHW
21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV JRRGZLOO

21 ZKLFK PLOOLRQ LV VXEMHFW WR FDSLWDO GHGXFWLRQ DV RWKHU LQWDQJLEOH DVVHWYV ZLWK DVVRE
21 ZKLFK PLOOLRQ UHODWHYV WR DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH DQG PLOOLRQ UHC
7DEOH && GLIIHUV E\ DSSUR[LPDWHO\ PLOOLRQ GXH WR D UHFODVV ZKLFK LV DFFRXQWHG IRU ZLWKLQ 2V

$GGLWLRQDO YDOXH DGMXVWPHQWY WR DVVHWYV PHDVXUHG DW IDLU YDOXI

DQG DV DPHQGHG E\ &55 ,, 3UXGHQW YDOXDWLRQ DGMXVWPHQWV D
H[SRVXUH YDOXH
,Q DFFRUGDQFH ZLWK $UWLFOHV DQG DV DPHQGHG E\ &55 ,, DPR
EHQHILW SHQVLRQ IXQG DVVHWV QHW RI WKHLU UHODWHG GHIHUUHG WD]J ¢
,Q DFFRUGDQFH ZLWK $UWLFOH &55 ,, WKH WDEOH RQ WKH IROORZLQJ ¢

FDWHJRULHV ZLWK SUXGHQWLDO ULVN FDWHJRULHV 7KHUH LV QR GLIIH
FRQVROLGDWLRQ IRU WKH (XURSHDQ EDQN

>
,0
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7TDEOH (8 1, '"LITHUHQFHY EHWZHHQ WKH DFFRXQWLQJ VFRSH DQG WK
DQG PDSSLQJ RI ILOQDQFLDO VWDWHPHQW FDWHJRULHYV ZLWK UHJXODWRU\ L
&DUU\LQJ YDOXHV RI LWHPV

&DUU\LQJ 1RW VXEMHFW WR
YDOXH|V DV RZQ IXQGV
UHSRUWHGEKEMHFW WR 6XEMHFWHWRLUHPHQWYV RU
SXEOLYKH®KH FUHGIXEMHFWB6WRMHFW WRVWHKHDUNHWXEMHFW WR

$W "HFHPEHU ILQDQFLDO ULVN WKH &&5VHFXULWLVDWLR@WQLVIEHGXFWLRQ IURP

P VWDWHPHQWD/PHZRUNUDPHZRUN IUDPHZRUNUDPHZRUN RZQ IXQGV

%UHDNGRZQ E\ DVVHW FODVVHV DFFRUGLQJ WR WKH

EDODQFH VKHHW LQ WKH SXEOLVKHG ILQDQFLDO

VWDWHPHQWYV

&DVK DQG FDVK EDODQFHV ZLWK FHQWUDO EDQNV o o le)

"HULYDWLYH ILQDQFLDO LQVWUXPHQWYV o) o] o

/RDQV DQG DGYDQFHV WR FXVWRPHUV o) 6] o)

L, QYHVWPHQW VHFXULWLHV o) o)

&XUUHQW WD[ DVVHWYV le] o] o]

2WKHU DVVHWYV (o] o]

B3URSHUW\ DQG HTXLSPHQW o) 0o ) o)

"HIHUUHG WD[ DVVHWYV o] o] o]

*RRGZLOO DQG RWKHU LQWDQJLEOH DVVHWYV o) o o

7RWDO DVVHWYV

%UHDNGRZQ E\ OLDELOLW\ FODVVHV DFFRUGLQJ WR WKH

EDODQFH VKHHW LQ WKH SXEOLVKHG ILQDQFLDO

VWDWHPHQWYV

"HULYDWLYHV ILQDQFLDO LQVWUXPHQWYV o) o] le)

"HSRVLWYV PHDVXUHG DW DPRUWL]HG FRVW o) le] o]

6XERUGLQDWHG OLDELOLWLHV o) o) o) )

2WKHU ILQDQFLDO OLDELOLWLHYV o) le] o]

&XUUHQW WD[ OLDELOLWLHYV o] (o] o] o]

2WKHU OLDELOLWLHV o] o] o

3URYLVLRQV o] le] o] o]

"HIHUUHG WD[ OLDELOLWLHV o) o o o)

7RWDO OLDELOLWLHV o) o]

7TKHUH LV QR GLIIHUHQFH LQ WKH UHJXODWRU\ DQG DFFRXQWLQJ VFRSH RI

)DLU YDOXH LV GHILQHG DV WKH SULFH WKDW ZRXOG EH UHFHLYHG WR VHC(
WUDQVDFWLRQ EHWZHHQ PDUNHW SDUWLFLSDQWYV 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>
LOQVWUXPHQWY WUDGHG LQ DFWLYH PDUNHWY 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 9DOXDWLRQ WHFKQLTXHV LQFOXGH WKH GLVF
LQVWUXPHQWY 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

,WHPV VXEMHFW WR

$W '"HFHPEHU &UHGLW WHAKULWLVDWLR@ES5 O0DU
P 7TRWDAQUDPHZRUN IUDPHZRUNJDPHZRUINUD

VN

NHW UL
PHZRUN

$VVHWV FDUU\LQJ YDOXH DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO
FRQVROLGDWLRQ DV SHU WHPSODWH /,
/LDELOLWLHY FDUU\LQJ YDOXH DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO
FRQVROLGDWLRQ DV SHU WHPSODWH /, o) o
7RWDO QHW DPRXQW XQGHU WKH VFRSH RI SUXGHQWLDO FRQVROLGDWLRQ
21l EDODQFH VKHHW DPRXQWYV o o
"LIIHUHQFHV LQ YDOXDWLRQV o) o) o o)

"LIIHUHQFHY GXH WR GLIIHUHQW QHWWLQJ UXOHV RWKHU WKDQ WKRVH DOUHDG\
LQFOXGHG LQ URZ o

"LIIHUHQFHV GXH WR FRQVLGHUDWLRQ RI SURYLVLR®V 6] o o)
"LITHUHQFHV GXH WR WKH XVH RI FUHGLW ULVN PLWLJDWLRQ WHFKQLTXH\W &50V le]
"LITHUHQFHV GXH WR FUHGLW FRQYHUVLRQ IDFWRUV o] o]
"LITHUHQFHV GXH WR 6HFXULWLVDWLRQ ZLWK ULVN VUDQVIHUO o] o]
"LITHUHQFHV GXH WR &&5 FDOFXODWLRQV XQGHU WKH 6% &&5 PHWKRGRORO\

2WKHU GLIIHUHQFHV o o

([SRVXUH DPRXQWY FRQVLGHUHG IRU UHJXODWRU\ SXUSRVHV

&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 UHJDUGV WR WKH PDUNHW ULVN H[SRVXUH DPRXQW
SULQFLSOH WR WKH PHWKRGRORJLHVY DSSOLHG LQ GHWHUPLQLQJ WKH H
FRQVLGHUV WKH FDUU\LQJ DPRXQWYV RI FXUUHQFLHY RQ WKH EDODQFH VKF
KLJKHU RI DOO QHW ORQJ RU QHW VKRUW FXUUHQFLHYV DIWHU H[FOXVLRQ
RI WKH UHJXODWRU\ H[SRVXUH

7KH (XURSHDQ EDQN GLVFORVHV LWV &&5 XQGHU WKH VWDQGDUGLVHG DS
EHLQJ D PRUH ULVN VHQVLWLYH PHDVXUH ZKLFK UHSODFHG WKH SULRU Ol
GLITHUHQFH UHODWHYV WR WKH DSSOLFDWLRQ RI PHWKRGRORJLHYV LQKHUH!
DPRXQW FRQVLGHUHG IRU UHIJXODWRU\ SXUSRVHV

7TDEOH (8 &&% ODLQ IHDWXUHV RI UHIJXODWRU\ RZQ IXQGV LQVWUXPHQ\

7TKLWDEOH SURYLGHV D GHVFULSWLRQ RI WKH PDLQ IHDWXUHV RI WKH (XU
HOLJLEOH OLDE'HFIHPIEHHW DY) DWFRUGBQRH [ZaWKRI 5HIXODWLRQ (8 1R

ODLQ IHDWXUHV RI UHJ FDSLWDO LQVWUXPHQWYV 2UGLQDU\ 6KDUHYV (OLJLEOH /LDELOLWL
L VVXHU 7KH %DQN RI 1HZ <RUN OMHKGIORRQQES RO 1HZ <RUN OHOORQ
8QLTXH LGHQWLILHU HJ &86,3 ,6,1 RU %ORRPEHUJ LGHQWLILHU IRUgSULYDWH 18
SODFHPHQW

D 3XEOLF RU SULYDWH SODFHPHQW 18 1%
*RYHUQLQJ ODZ V RI WKH LQVWUXPHQW %HOJLDQ ODZ %HOJLDQ ODZ

b &RQWUDFWXDO UHFRJQLWLRQ RI ZULWH GRZQ DQG FRQYHUVLRQ SRZHUV RI
UHVROXWLRQ DXWKRULWLHV

5HIXODWRU\ WUHDWPHQW

&XUUHQW WUHDWPHQW WDNLQJ LQWR DFFRXQW ZKHU Lk K VLWLRQDO
&xyuHQW Q QI LQ Q R PERGLARERN 7140 Qoo g

<HV

3RVW WUDQVLWLRQDO &55 UXOHV &RPPRQ (TXLW\ 7LHU (OLJLEOH OLDELOL'
(OLJLEOH DW VROR VXE FRQVROLGDWHG VROR VXE FRQRRGRIDMRMWDEGDWHG 6ROR &RQVROLGDWH
,QVWUXPHQW W\SH 2UGLQDU\ 6KDUHV 6XERUGLQDWHG
$PRXQW UHFRJQLVHG LQ UHJXODWRU\ FDSLWDO RU HOLJLEOH OLDELOLWLHV &XUUHQF\ LQ
PLOOLRQ DV RI PRVW UHFHQW UHSRUWLQJ GDWH
1RPLQDO DPRXQW RI LQVWUXPHQW
(8 D,VVXH SULFH 19
(8 ES5HGHPSWLRQ SULFH 1% 19
$FFRXQWLQJ FODVVLILFDWLRQ 6KDUHKROGHUV HTXLM/DELOLW\ DPRUWLVHC
2ULJLQDO GDWH RI LVVXDQFH 6HSWHPEHU ODUFK
3HUSHWXDO RU GDWHG S3HUSHWXDO 'DWHG
2ULJLQDO PDWXULW\ GDWH 1R PDWXULW\ ODUFK
,VVXHU FDOO VXEMHFW WR SULRU VXSHUYLVRU\ DSSURYDO 1R 1R
2SWLRQDO FDOO GDWH FRQWLQJHQW FDOO GDWHV DQG UHGHPSWBRQ DPRXQW 6HH IRRWQRWH
6XEVHTXHQW FDOO GDWHYV LI DSSOLFDEOH 1% 19
<
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ODLQ IHDWXUHV RI UHJ FDSLWDO LQVWUXPHQWYV 2UGLQDU\ 6KDUHYV (OLJLEOH /LDELOLWL
&RXSRQV GLYLGHQGYV
JL[HG RU IORDWLQJ GLYLGHQG FRXSRQ 18 JLIHG
&RXSRQ UDWH DQG DQ\ UHODWHG LQGH] 18
(ILVWHQFH RI D GLYLGHQG VWRSSHU 1R 1R
(8 D WLOPOL\Q?LVFUHWLRQDU\ SDUWLDOO\ GLVFUHWLRQDU\ RU\BRQERWRHY R MRV R 18
(8 E ?DXPOROX\Q?NLVFUHWLRQDU\ SDUWLDOO\ GLVFUHWLRQDU\ RU\BRQERWRHY R MRV R 18
(ILVWHQFH RI VWHS XS RU RWKHU LQFHQWLYH WR UHGHHP 1R 1R
1RQFXPXODWLYH RU FXPXODWLYH 18 1$
&RQYHUWLEOH RU QRQ FRQYHUWLEOH 1RQ FRQYHUWLEOH &RQYHUWLEOH
%DLO LQ SRZHU E\ WKH UH
.l FRQYHUWLEOH FRQYHUVLRQ WULJJHU V 18 UHVROXWLRQ DXWKRULW\
5HVROXWLRQ %RDUC
.l FRQYHUWLEOH IX0O\ RU SDUWLDOO\ )X0O0\ RU 3DUWLDO

7R GHWHUPLQH LQ FRQYH
2SWLRQDO

&RPPRQ (TXLW\ 7LHU RU R\
LQVWUXPHQWV

,, FRQYHUWLEOH VSHFLI\ LVVXHU RI LQVWUXPHQW LW FRQYHUWM ISQTKRH %DQN RI 1HZ <RUN OHOORQ
:ULWH GRZQ IHDWXUHV 1R <HV

1
,] FRQYHUWLEOH FRQYHUVLRQ UDWH 1
,] FRQYHUWLEOH PDQGDWRU\ RU RSWLRQDO FRQYHUVLRQ 1

® B &

, FRQYHUWLEOH VSHFLI\ LQVWUXPHQW W\SH FRQYHUWLEOH LQWRS$

%DLO LQ SRZHU E\ WKH UH
, ZULWH GRZQ ZULWH GRZQ WULJJHU V 13 UHVROXWLRQ DXWKRULW\
5HVROXWLRQ %RDUC
, ZULWH GRZQ IX0O0O RU SDUWLDO 13 )XOO\ RU 3DUWLDO
, ZULWH GRZQ SHUPDQHQW RU WHPSRUDU\ 13 SHUPDQHQW
,] WHPSRUDU\ ZULWH GRZQ GHVFULSWLRQ Rl ZULWH XS PHFKDQLIVB 13
D 7\SH RI VXERUGLQDWLRQ RQO\ IRU HOLJLEOH OLDELOLWLHV 18 &RQWUDFWXDO

(8 E5DQNLQJ RI WKH LQVWUXPHQW LQ QRUPDO LQVROYHQF\ SURFHHGLQJV

3RVLWLRQ LQ VXERUGLQDWLRQ KLHUDUFK\ LQ OLTXLGDWLRQ VSHFELI\ LQVWUXR \
LPPHGLDWHO\ VHQLRU WR LQVWUXPHQW I BREVRY ' BrkLwy 7LHU

1RQ FRPSOLDQW WUDQVLWLRQHG IHDWXUHYV 18 1%
I \HV VSHFLI\ QRQ FRPSOLDQW IHDWXUHV 18 13
D /LQN WR WKH IXO0 WHUP DQG FRQGLWLRQV RI WKH LQVWUXPH@BSMRBL$RVWLQIBIYDLODEOH RQ UHTXF

6LQFH WKH RULJLQDO GDWH RI LVVXDQFH WKH (XURSHDQ EDQN KDV LVVXHG IXUWKHU RUGLQDU\ VKDUHV W
2SWLRQDO UHGHPSWLRQ PD\ RFFXU VKRXOG D FKDQJH LQ %HOJLDQ DQG RU (8 ODZV RU UHJXODWLRQV U
XSRQ RFFXUUHQFH RI D WD[ HYHQW ZKLFK HLWKHU SUHYHQWYV SD\PHQW RI LQWHUHVW GXH DQG RU LQFUHD

,VVXHG FDSLWDO DQG UHVHUYHYV

$XWKRULVHG LVVXHG DQG IXOO\ SDLG

2UGLQDU\ VKDUHV RI HDFK
S3HUFHQWDJH FRQYHUWLEOH SUHIHUHQFH VKDUHV o] o]

%1l1< OHOORQ KDV VKDUH RSWLRQ VFKHPHV XQGHU ZKLFK RSWLRQV WR VX
JUDQWHG WR FHUWDLQ H[HFXWLYHVY DQG VHQLRU HPSOR\HHV RI WKH (XUR:¢
LPSDFW RQ WKH (XURSHDQ EDQN V LVVXHG FDSLWDO

7DEOH (8 ,/$& ,QWHUQDO ORVV DEVRUELQJ FDSDFLW\ LQWHUQDO 05(/
IRU RZQ IXQGY DQG HOLJLEOH OLDELOLWLHV IRU QRQ (8 * 6,,V

,Q DFFRUGDQFH ZLWK WKH UHTXLUHPHQWY RI $UWLFOH E RI 5HIXODWLR
SDJH VKRZV WKH (XURSHDQ EDQN V PLQLPXP UHTXLUHPHQW IRU HOLJLEOH
(8* 6,, 6HH WDEOH &&%$ IRU D VXPPDU\ RI PDLQ IHDWXUHYV

7KH (XURSHDQ EDQN LV QRW FODVVISM.HRG DWDUBKVROXWLROUHQMAL\WYQ HOL
ELO@MGHILQHG E\ $UWLFOH WR L Rl 'EHHEWMYKH Y8RWRO DPRXQW RI W
LQIRUPDWLRQ LV SUHVHQWHG RQ D &RQVROLGDWHG EDVLV

,QWHUQDO 7/$& UHTXLUHPHQWY DUH EDVHG RQ D IXOO\ ORDGHG WDUJHW D
DQG /HYHUDJH 5DWLR ([SRVXUH ZKLFKHYHU LV KLJKHU
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OLQLPXP 1RQ (8 * 6,,
UHTXLUHPHQW IBHTRAQUHPHQW IRU
IXQGV DQG HOLRZEDMXQGY DQG
$W 'HFHPEHU OLDELOLWLHYV HIOQWIHEOID O LOED OILW/D WY Y H
P 05(/ LQWHUQDOLD/ISRRUPDWLRQ

(8

(8
(8 D

(8 E

$SSOLFDEOH UHTXLUHPHQW DQG OHYHO RI DSSOLFDWLRQ
,V WKH HQWLW\ VXEMHFW WR D 1RQ (8 * 6,, SHTXLUHPHQW IRU RZQ IXQGY DQG HOLJLEOHKOLDELOLWLF

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

,V WKH HQWLW\ VXEMHFW WR DQ LQWHUQDO 05(/ UHTXLUHPHQW" <

,1 (8 DLV DQVZHUHG E\ <HV LV WKH UHTXLUHPHQW DSSOLFDEOH RQ D FRQVROLGDWHG RU LQGLYLG
EDVLV"

(8
(8
(8
(8
(8
(8
(8 D
(8 E

2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV

&RPPRQ (TXLW\ 7LHU FDSLWDO &(7

(OLJLEOH $GGLWLRQDO 7LHU LQVWUXPHQWYV o] o]
(OLJLEOH 7LHU LQVWUXPHQWYV 6] o
(OLJLEOH RZQ IXQGV

(OLJLEOH OLDELOLWLHV

Rl ZKLFK SHUPLWWHG JXDUDQWHHV o]
$GMXVWPHQWYV o]

2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV LWHPV DIWHU DGMXVWPHQWYV

(8
(8

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

(8
(8
(8
(8
(8
(8

5DWLR RI RZQ IXQGYV DQG HOLJLEOH OLDELOLWLHYV
2ZQ IXQGVY DQG HOLJLEOH OLDELOLWLHY DV D SHUFHQWDJH RI 75($

Rl ZKLFK SHUPLWWHG JXDUDQWHHV o
2ZQ IXQGV 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 UHTXLUHPHQWV
,QVWLWXWLRQ VSHFLILF FRPELQHG EXIIHU UHTXLUHPHQW

(8
(8
(8
(8

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

RlI ZKLFK PD\ EH PHW ZLWK JXDUDQWHHV o
,QWHUQDO 05(/ H[SUHVVHG DV SHUFHQWDJH RI WKH WRWDO H[SRVXUH PHDVXUH
RlI ZKLFK PD\ EH PHW ZLWK JXDUDQWHHYV 0o

(8

OHPRUDQGXP LWHPV
7RWDO DPRXQW RI HIFOXGHG OLDELOLWLHVY UHIHUUHG WR LQ $UWLFOH D &55

'XH WR URXQGLQJ WKHUH PD\ EH LPPDWHULDO YDULDWLRQV EHWZHHQ 3LOODU DQG UHJXODWRU\ VXEPLV

7KH

DPRXQW RI H[FOXGHG OLDELOLWLHVY GHFUHDVHG VLQFH 6HSWHPEHL

VWHPPLQJ IURP VLIKW GHSRVLWY DQG VKRUW WHUP GHSRVLWYVY ZLWK PDWX
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$UWLFOH &55 ,, 2Z2Q IXQGV UHTXLUHPHQWY DQG ULVN .
5LVN H[SRVXUH E\ ULVN W\SH 5LVN H[SRVXUH
DWFHPEHU 'MWHPEHU
&DSLWDO UHTXLUHPHQWY E\ ULVN W\SH &DSLWDO UHT
'‘BIWHPEHU DMFHPEHU

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

>
,0
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7KH (XURSHDQFESIED®Q DLPV WR HQVXUH WKDW LW KROGV DQ DSSURSUL
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\ DQG
HDUQLQJV EDVHG RQ LWV EXVLQHVV 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 SOTC
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

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

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V ULVN ZHLJKWHG DVVHWYV 5:9
UHVSHFWLYH FDSLWDO UHTXLUHPHQWYV 7KH (XURSHDQ EDQN GRHV QRW

& &3 7KHUH DUH DOVR QR ULVN ZHLJKWHG DVVHWY UHODWLQJ WR VHWW (
ERWK WKH FXUUHQW DQG FRPSDUDWLYH GLVFORVXUH SHULRG

7RWDO RZ¢
5LVN ZHLJKWHG DVVHWWHTX&UH

P "HF "HF "HF
&UHGLW ULVN H[FOXGLQJ &&5

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

21 ZKLFK WKH IRXQGDWLRQ ,5% ),5% DSSURDFK o] o] o]

21 ZKLFK VORWWLQJ DSSURDFK le] o] o]

(8 D 21 ZKLFK HTXLWLHV XQGHU WKH VLPSOH ULVNZHLJKWHG DSSURDFKO ¢} (o]

21 ZKLFK WKH DGYDQFHG ,5% $,5% DSSURDFK o] o] o]
&RXQWHUSDUW\ FUHGLW ULVN &&5

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

21 ZKLFK LQWHUQDO PRGHO PHWKRG ,00 o] o] l¢]

(8 D 21 ZKLFK H[SRVXUHV WR D &&3 le] o] le]
(8 E 21 ZKLFK FUHGLW YDOXDWLRQ DGMXVWPHQW &9%

21 ZKLFK RWKHU &&5 o]
6HWWOHPHQW ULVN o] o] o
6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN DIWHU WKH FDS

21 ZKLFK 6(& ,5%$ DSSURDFK o] o] o}

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

21 ZKLFK 6(& 6% DSSURDFK o] o] o]

(8 D 21 ZKLFK le] o] o]
3RVLWLRQ IRUHLJQ H[FKDQJH DQG FRPPRGLWLHY ULVNV ODUNHW ULVN

21 ZKLFK WKH VWDQGDUGLVHG DSSURDFK

21 ZKLFK ,0$ o] o] o

(8 D/DUJH H[SRVXUHV o] o] o]
2SHUDWLRQDO ULVN

(8 D 21 ZKLFK EDVLF LQGLFDWRU DSSURDFK o] o] o]

(8 E 21 ZKLFK VWDQGDUGLVHG DSSURDFK

(8 F 21 ZKLFK DGYDQFHG PHDVXUHPHQW DSSURDFK le] o] le]
$PRXQWV EHORZ WKH WKUHVKROGV IRU GHGXFWLRQ VXEMHFW WR ULVN ZHLJKW )RU LQIRUPDWL
7RWDO

>
,0
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5LVN ZHLJKWHG DVVHWV IRU FUHGLW ULVN ZHUH EURDGO\ VWDWLF \HDU R
PLOOLRQ SULPDULO\ UHODWHG WR GHIHUUHG WD[ 7KLV ZDV PRVWO\ RII
DSSUR[LPDWHO\ PLOOLRQ ODUJHO\ LQ UHODWLRQ WR WKLUG SDUW\ D
ZHLJKWHG DVVHWY DOVR GHFOLQHG E\ DURXQG PLOOLRQ PRVWO\ LQ U
FUHGLW ULVN H[SRVXUH FODVVHVY ODUJHO\ UHVXOWHG LQ WKH RYHUDOO V\

&RXQWHUSDUW\ FUHGLW ULVN ZHLJKWHG DVVHWY VDZ D PRGHUDWH LQFUH
LQ WKH FUHGLW YDOXDWLRQ DGMXVWPHQW VWHPPLQJ IURP KLIKHU GHULYI

ODUNHW ULVN ZHLJKWHG DVVHWYV GHFOLQHG ODUJHO\ LQ UHODWLRQ WR
VWDWLF

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

7KH (XURSHDQ EDQN H[FHHGV WKH PLQLPXP FDSLWDO UDWLRV UHTXLUHG
HQVXUH FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPHQWY DW DOO WLPHYV
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

o
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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
&OLHQWY DQG PDUNHW SDUWLFLSDQWY QHHG WR KDYH FRQILGHQFH WKDW
FRQWLQXH WR GHOLYHU RSHUDWLRQDO H[FHOOHQFH DQG PDLQWDLQ DQ X
DQG WKH %1< OHOORQ JURXS DV D ZKROH DUH FRPPLWWHG WR PDLQWDLQ
SRVLWLRQ DVVXPHV OHVV ULVN WKDQ PDQ\ ILQDQFLDO VHUYLFHV FRPSDQL

:KLOVW %1< OHOORQ DVVXPHV OHVV EDODQFH VKHHW ULVN WKDQ PRVW Il
VLIQLILFDQW DPRXQW RI RSHUDWLRQDO ULVN DV D UHVXOW RI LWV EXV]
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

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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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

Y

a WKH 3LOODU FDSLWDO URIQDURBARRMEHRADYV PLOOLRQ & (7 ZDV
PLOOLR®FHPEHU PLOOLRQ WKH & (7 UDWHFHEPEHU

a WKH 3LOODU FDSLWDO UHPXIOWHRHEGEW PEDBIW PLOOLRQ FRPSDU

DYDLODEOH UHVRXUFHV RIHFHPERWUWOOLRQ PLOOLRQ WKH 3LOODU F |

'"HFHPEHU ZLWK D FDSLWDO VXUSOXV DJDLQVW WKH ULV
'"HFHPEHU PLOOLRQ

,QWHUQDO FDSLWDO DGHTXDF\ LV FDOFXODWHG TXDUWHUO\ DQG DSSUR]JL
QHHGY RQ D PRQWKO\ RU D GDLO\ EDVLVY 7KH WKUHH \HDU EDVH FDVH ILQD
FDSLWDO UHTXLUHPHQWY 7KH EDVH FDVH ILQDQFLDO IRUHFDVW LQFOXGH\
HOHPHQWY 7KH HYROXWLRQ RI WKH EDODQFHY DQG SURILWDELOLW\ FRF
HYROXWLRQ RI WKH ULVN SURILOH ZHUH XVHG LQ RUGHU WR GHWHUPLQH V
DVVHVVPHQW ZDV SHUIRUPHG LQ EDVHOLQH DQG VWUHVVHG FRQGLWLRQV
EDODQFHV DQG SURILWDELOLW\ ZHUH GHGXFWHG DQG FRPELQHG ZLWK Wk

&RPPLWWHH IRU 6\VWHPLF 5LVNV DQG 6\VWHP UHOHYDQW )LQDQFLDO ,QVWLWXWLRQV 1%% &LUFXODU V

o
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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

m» m) m/ m) m)

m) m) m) m»

a

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

DSSURYLQJ WKH FDSLWDO DGHTXDF\ SRVLWLRQ DQG HQVXULQJ FKDC
LPSDFWYV

DSSURYLQJ WKH UHFRYHU\ SODQ

DSSURYLQJ WKH OLTXLGLW\ UHFRYHU\ SODQ

VXSHUYLVLQJ HIIHFWLYHO\ 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

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\ Rl WKH LQWH
ILQDQFLDO UHSRUWLQJ SURFHVYV

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

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

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

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

RYHUVHHLQJ WKH SURFHVV RI HITWHUQDO GLVFORVXUH DQG FRPPXQLF

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

(I WHUQDO IXQFWLRQV H[HUFLVHG E\ GLUHFWRUV VHQLRU PDQDJHUV DQC
SXEOLVKHG LQ DFFRUGDQFH ZLWK %HOJLDQ %DQNLQJ /DZ RI $SULO f
LOQVWLWXWLRQV DQG EURNHUDJH ILUPV 1%% 5HIXODWLRQ RI 1RYHPEHU
PDQDJHUV RI 5HIXODWHG &RPSDQLHV DQG 1%% &RPPXQLFDWLRQ RQ WKH |

DQG SHUVRQV UHVSRQVLEOH IRU LQGHSHQGHQW FRQWURO IXQFWLRQV RI U
1DPH RI WKH RWKHU &DSLWDO
FRPSDQ\ LQ ZKLFK DQ ILVWHG FRQQHFWLRQ
)XQFWLRQ DWHWWHUQDO IXQFWLRQ LV 7\SH RI FRPSDQ(WHUQDO ZLWK 6% 19
%»RDUG PHPEHU (XURSHDQ EDGINHUFLVHG 5HILVWHUHG DIBRMHWMW LHV< 1 PDQGDWH WUWOH
1RQ ([HFXWLYH 'LUHFWRUYV
DXVOH GH
$Q 2WKHU /RRN? ODQDJHPHQW
UYXHUHQ 1 $GPLQLVWUDWRU
(IMLFLHQF\ 635/ ¢y cHUIkHP %ABFSPR)
RCHSHOGHQW &KDLU 30DFH GH Ox8QLYHUVLW®
QGHSHQGHOWOLPDFW 6% % W H (QYLURQPHQWDQO &KDLUPDQ RI
bHPEHU Rl WKH $XGLW /IRXYDLQ OD 1HKRGIVXOWDQF\ WKH %RDUG
DQG 5HPXQHUDWLRQ %BHOJLXP
20LYLHU /HIHEY&RPPLWWHHYV
,RQIGV\I/-IKSHH?SSLQQW &Il<NDLU %RXOHYDUG (PPDQXHO
ODQDJHMBHMEWDLY / 5HDO (VWDWH )JXQG,QGHSHQGHQW
DQG (QYLURQL? \%/V@ o IX[HPERXUJ ODQDJHPHQW L LUHFWRU 1
6RFLDO *RYH QFH IX[HPERXU)
&RPPLWWHH

&KDXVOH GH 6XSSRUW
3HUPD B3URMHFWHGBYXHUHQ VWDUW

HU 'LUHFWRU 1
$XGHUJKHP %R8UIPDFXO

5LVN

BNY MELLON
3LO0ODU 'LVFORVXUHXHFHPEHU
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$W -DQXDU\ ODULH +©0"QH &UOWXxV HIWHUQDO PDQGDWH DW ORQWS
3DULV )UDQFH HQGHG

+tHGL %HQ ODKPRXG VWHSSHG GRZQ DV ([HFXWLYH 'LUHFWRU DQG &KLHI 5L\

1R GLUHFWRU KDV GHFODUHG D SHUVRQDO FRQIOLFW RI LOQOWHUHVW WKDW
%HOJLDQ &RPSDQLHY DQG $VVRFLDWLRQV &RGH

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

7KH 1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RPPLWWHH
UHYLHZLQJ WKH VWUXFWXUH VL]H DQG FRPSRVLWLRQ Rl WKH %RDUG L
GLYHUVLW\ DQG PDNLQJ UHFRPPHQGDWLRQV WR WKH %RDUG ZLWK UHV
LGHQWLI\LQJ VXLWDEOH FDQGLGDWHV IRU D SDUWLFXODU DSSRLQWPHQW
PHULW DQG DJDLQVW REMHFWLYH FULWHULD DQG ZLWK GXH UHJDUG IRU W]

1R HIWHUQDO IXQFWLRQV DUH H[HUFLVHG E\ EUDQFK PDQDJHUV DQG +HDG
WKH +HDG RI WKH &RPSOLDQFH IXQFWLRQ DQG WKH +HDG RI WKH ,QWHURQI
(XURSHDQ EDQN 1RWH WKH +HDG RI WKH 5LVN ODQDJHPHQW IXQFWLRQ LV
5LVN ODQDJHPHQW IXQFWLRQ LV DQ H[HFXWLYH GLUHFWRU DQG WKHUHIRUF

/JHIDO (QWLW\ 5LVN ODQDJHPHQW

7KH ([&R KDV EHHQ HVWDEOLVKHG E\ WKH %RDUG LQ DFFRUGDQFH ZLWK $U
WKH %HOJLDQ &RPSDQLHV &RGH DQG KDV EHHQ HOQWUXVWHG ZLWK WKH Jt
WKH H[FHSWLRQ RI L WKH GHWHUPLQDWLRQ RI WKH VWUDWHJ\ DQG JHQH
UHVHUYHG WR WKH %RDUG E\ ODZ RU WKH DUWLFOHV RI DVVRFLDWLRQ 7tk
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 %XVLQHVVY FRQGXFWHG E\ RU LPSDFWLQJ WKH (XURSHDQ EDQN LWV EUD

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

7KH ([&R UHSRUWYV LWV DFWLYLWLHY DGYLVHV DQG PDNHV UHFRPPHQGDW
([&«R DVVHVVHV WKH HIILFLHQF\ RI WKH (XURSHDQ EDQNxV LQWHUQDO RUJI
PHDVXUHV WDNHQ WR UHPHGLDWH WR DQ\ LGHQWLILHG GHILFLHQFLHV DQ
HIWHUQDO DXGLWRU

7KH ([&R KDV HVWDEOLVKHG WKH IROORZLQJ FRPPLWWHHY WR DVVLVW LQ \
SLVN 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 ([&4R 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
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$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 DFWLYLWLHY DUH LQ SODFH WR PDQDJH WKF&
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

%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 WKI|
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
%UDQFKHYVY UHJXODUO\ UHSRUW RQ WKHLU DFWLYLWLHY DQG SURYLGH WKH
LV DUH UHVSRQVLEOH IRU WKH EUDQFKHYV
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%XVLQHVY 8QLW 5LVN ODQDJHPHQW

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

(0($ $VVHW 6HUYLFLQJ %XVLQHVV $FFHEISMWFKQEW 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 %XVLQHVYKIRAKN LVYRPRVYGRMHMLEOH 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 EXVLQHVV RSSRUWXQLW\ DFFHSWDQFHV

%URNHU '"HDOHU BHUYLFHV %XVLQHVV 5LPMRWRPELWWHH W¥%H BR&QW RI UH
IRU DOO QHZ RU PDWHULDOO\ PRGLILHG SURGXFWV RU SURFHVV FKDQJHV
DSSURYDO RI DOO SRWHQWLDO RIl ERDUGLQJ RI SURGXFWV DQG VHUYLFF
LQLWLDWLYH LQFOXGLQJ WRXFK SRLQWV WR WKH (XURSHDQ EDQN 7KH %'
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 UHSXW
HQKDQFH WUDQVSDUHQF\ Rl 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\WVWHPLFDOO\ LPSRUWDQW ILQDQFLDO LQVWLWXWLRQ
VWDQGDUG RI ULVN PDQDJHPHQW (IIHFWLYH PDQDJHPHQW RI 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 WRJHWKHU WKHVH F
DVVHVV PDQDJH DQG UHSRUW WKH ULVNV WKDW DUH LQKHUHQW WR RSHUL

7KH (XURSHDQ EDQN V 5LVN ODQDJHPHQW )UDPHZRUN LV RUJDQL]HG 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% %
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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\ SURYLGHYV WKH %RDUG DQG VHQLRU PDQDJHPHQW ZLWK V
PDQDJHPHQW DQG LQWHUQDO FRQWUROV LQ SODFH DUH HIIHFWLYH

J)LIXUH ODQEDJLQJ 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 EXVLQHVYV ULVN WHDPV H J RSt

5LVN LGHQWLILFDWLRQ SLVN

7KH 5LVN ," LV D PDQDJHPHQW WRRO WKDW SURYLGHV D KLJK OHYHO YLHZ
IRUPLQJ WKH ULVN VWUDWHJ\ R WKH HQWLW\ DQG GHILQLQJ ULVN DSSHWI

WR WKH (XURSHDQ EDQN WKH 5LVN ," HQDEOHV PDQDJHPHQW WR IRFXV RC

H[SRVHG 7KH 5LVN ," ZKLFK LV JRYHUQHG E\ WKH 3ROLF\ /HJDO (QWLW\ D

BURFHGXUH VKRXOG EH UHDG LQ FROQMXQFWLRQ ZLWK DQG EH FRPSOHPH
,QWHUQDO /LTXLGLW\ $GHTXDF\ $VVHVVPHQW 3URFHVV WKH EXVLQH
5&6%$ V DQG RWKHU 5LVN 0, LQFOXGLQJ WKH 5LVN 'DVKERDUG
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7KH 5LVN ," LV FRRUGLQDWHG E\ WKH EXVLQHVYVY .H\ UHSUHVHQWDWLYHYV I
FRQVXOWHG DV SDUW RI WKH DVVHVVPHQW SURFHVVY 7KH DVVHVVPHQW L\
/ILQH RI %XVLQHVV /2% 652V DQG 5LVN IXQFWLRQ KHDGVY H J FUHGLW L
([&R LV D OLYLQJ GRFXPHQW DQG ZLOO EH XSGDWHG UHJXODUO\ DV QHHGHF

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\ EDVLVY 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 EHQHILWY 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 FRPSRQHQWY 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 PHWKRGRORJLHYVY 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 VFHQDULRYVY QHZ DFWLYLWLHYVY RU VWUDWHJILF SODQ"
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7KH ,/$$3 SURFHVYV UHIOHFWY D VWURQJ OLTXLGLW\ ULVN PDQDJHPHQW F)
ZLWKLQ WKH ILUP 7KURXJKRXW WKH ,/$$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

1HZ DQG PRGLILHG EXVLQHVVHV SURGXFWV DVVHVVPHQW SURFHVYV

1HZ RU PRGLILHG SURGXFWV RU EXVLQHVVHYVY QHHG WR EH UHYLHZHG DQG |
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 EXVLQHVYV SURFHVV FKDQJHYVY 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
KLIJK 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 (YHQWYV 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]
/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

o
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/[LTXLGLW\ ULVN PDQDJHPHQW SURFHVV

7KH (XURSHDQ EDQNxY 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
FROQWH[W WKH (XURSHDQ EDQN KDV VHW FHUWDLQ SUDFWLFHV PHWULFYV
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\ EDVLVY DQG GLVFXVVHV SURFR

SLVN 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\ EXVLQHVYVY OLQHV WR HYDOXDW&F
EXVLQHVYV SURFHVV ODWHULDO ULVNV DUH PRQLWRUHG E\ DSSURSULDWH
.5, SURFHVV WR PRQLWRU WKH H[WHQW WR ZKLFK WKH SUREDELOLW\ RI WK
HQVXUH WKDW DSSURSULDWH DFWLRQV DUH EHLQJ WDNHQ .5, UHSRUWLQJ
XVLQJ b UHG DPEHU JUHHQ UDWLQJ VA\VWHP

6WUHVV WHVWLQJ

&DSLWDO VWUHVV WHVWLQJ LV XQGHUWDNHQ E\ WKH (XURSHDQ EDQN WHR
UHTXLUHPHQWY WR DVFHUWDLQ ZKHWKHU RU QRW WKHUH DUH VXIILFLHQ
SURFHVV 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 KHOSY 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

a4 GHYHORSLQJ DQG LPSOHPHQWLQJ VWDQGDUGY DQG SROLFLHV DSSU
SULQFLSOHY DQG JXLGHOLQHYVY HVWDEOLVKHG E\ 5LVN

a HOHYDWLQJ UHSRUWLQJ DQG LQYHVWLIJDWLQJ RSHUDWLQJ HUURUV C
DQG LPSOHPHQWLQJ FRUUHFWLYH DFWLRQV

a UHYLHZLQJ NH\ LQGLFDWRUV IRU FRYHUDJH DQG HIIHFWLYHQHVV L
FROQGLWLRQV DQG HQVXULQJ LPSOHPHQWDWLRQ RI FRUUHFWLYH DFWL

a 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 VA\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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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 FULVHV

(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 UHVROXMW
UHVROYDELOLW\ SURJUDPPH WR VXSSRUW VXSHUYLVRU\ HIIRUWV LQ HV
UHVROXWLRQ SODQ

< o
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07KH %DQN RI 1HZ <RUN OHOORQ 6% 19
&OLPDWH DQG HQYLURQPHQWDO UHODWHG GLVFORVXUHV

2XU FOLPDWH DPELWLRQ DQG VWUDWHJ\

*XLGHG E\ RXU &RUSRUDWH SXUSRVH WKH (XURSHDX® XDKN EUWKWR@ B LRAXW HIZ RERD © XWHDIFEJ WXKIDXHQFH DQG |
VXFFHVV WRGD\ EXW WR KHOS VDIHJXDUG WKH IXWXUH 'HOLYHULQJ RQ R X&RHYY IGUHRIQPHIHUWIBBU Y RE I XQ VDIQ €
HQWHUSULVH ZLGH SUDFWLFHYV :H DLP WR GHYHORS SURJUDPPHV WKDW KHOS XV UHGXFH WKH FDUERQ IRRW
$v SDUW RI D JOREDO ILQDQFLDO VHUYLFHVY SURYLGHU 7KH (XURSHDQ EDQN UHFRJQLVHV WKH LPSRUWDQF
SURYLGH EHVW LQ FODVV FOLPDWH IULHQGO\ FOLHQW VROXWLRQV 7KH *URXS FRQVLGHUY FOLPDWH UHOD)
PD\ SRWHQWLDOO\ LPSDFW ILQDQFLDO ULVNV VXFK DV FUHGLW PDUNHW DQG OLTXLGLW\ ULVNV DQG QRQ |

,Q WKLV UHSRUW ZH LOOXVWUDWH SURJUHVV PDGH WR GDWH ZKLOH DFNQRZOHGJLQJ DFWLRQV VWLOO QH
PDQDJH HQYLURQPHQWDO UHODWHG ULVNV KHUH HQKDQFHPHQWY DUH UHTXLUHG ZH KDYH KLJKOLJKWHG '

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

7KH (XURSHDQ EDQN V %RDUG UHFRJQLVHV WKH LPSRUWDQFH RI FOLPDWH DQG HQYLURQPHQW UHODWHG |
RSHUDWHY RQ D PRGHO ZKHUHE\ LW KDV HVWDEOLVKHG DGYLVRU\ FRPPLWWHHY WR GHOLYHU RQ UHVSRQVL
UHODWLRQ WR (6* PDWWHUYV

a 7KH O1RPLQDWLRQ DQG (QYLURQPHQWDO 6RFLDO *RYHUQDQFH &RPPLWWHHx 1(6*& RYHUVHHV DQG |
(XURSHDQ EDQN xV JRYHUQDQFH DQG PDNHV UHFRPPHQGDWLRQV WR WKH %RDUG RQ (6* VWUDWHJ\ DV

a 7KH 5LVN &RPPLWWHH RI WKH %RDUG 5& DVVLVWV WKH %RDUG LQ IXOILOOLQJ LWV RYHUVLJKW UHVSR
&RPPLWWHH FRQVLGHUVY FOLPDWH UHODWHG ULVNV DV UHIOHFWHG LQ LWV 7HUPV RI 5SHIHUHQFH

7KH %RDUG PHHWYV DW OHDVW TXDUWHUO\ DQG UHFHLYHV XSGDWHV IURP WKH ([&R DQG WKH DERYH PHQWL
HQVXULQJ HIITHFWLYH RYHUVLJKW IURP WKH %RDUG 7KH %RDUG DSSURYH WKH IROORZLQJ DFWLYLWLHV UHS|

a $QQXDO 6WUDWHJI\ UHIUHVK
a $QQXDO 5LVN $SSHWLWH 6WDWHPHQW UHIUHVK

a ,&%$%$3
a4 $QQXDO )LQDQFLDO 6WDWHPHQWYV DQG
a 3LOODU ,,, 5HSRUW

SLVNWVVRFLDWHG ZLWK FOLPDWH FKDQJH DUH PDQDJHG WKURXJK D UREXVW LQWHUQDO ULVN JRYHUQDGQG
HQYLURQPHQWDO UHODWHG ULVNV DUH GXO\ FRQVLGHUHG DV D ULVN GULYHU LQ ULVN UHYLHZV DQG DVVHV
DOVR VHUYHV DV DQ HVFDODWLRQ FRPPLWWHH IRU DSSURYDO UHJDUGLQJ FOLPDWH PDWWHUVY LPSDFWLQJ (>

7KH (XURSHDQ EDQN KDV GHILQHG FOLPDWH UHODWHG DQG HQYLURQPHQWDO ULVNV DV ULVN GULYHUV ZL
6WDWHPHQW 7R HQKDQFH PRQLWRULQJ RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV RQ RXU ULVN S
WKH ([&R DQG EL DQQXDOO\ WR 1(6*& 7KH &OLPDWH (QYLURQPHQWDO 6XVWDLQDELOLW\ GDVKERDUG LQFO.
7KLUG 3DUW\ DQG 5HVLOLHQF\ DQG 6WUDWHJILF ULVNV 7KH .H\ 5LVN ,QGLFDWRUV LQFOXGHG DUH GHVFULEF

>
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7KH &OLPDWH DQG (QYLURQPHQWDO 6XVWDLQDELOLW\ GDVKERDUG LQLWLDOO\ SURYLGHG D FRQVROLGDWH
HQYLURQPHQWDO ULVN PHWULFV 2SSRUWXQLWLHYV IRU PRUH UHILQHG PHWULFVY DQG LPSURYHPHQWYV RI WK
WR IXUWKHU HQKDQFH RYHUVLIJKW PRQLWRULQJ DQG PDQDJHPHQW RI FOLPDWH UHODWHG DQG HQYLURQPH
YXOQHUDELOLWLHYVY GHYHORSLQJ DFWLRQ SODQV WR PLWLIJDWH LGHQWLILHG ULVNVY DQG LGHQWLILFDWLRQ |

7KH (XURSHDQ EDQN KDV DOVR DGRSWHG D UDQJH RI SROLF\ XSGDWHV FDVFDGHG IURP WKH %1<0 FRUSRUDYV
ULVN PDQDJHPHQW (DFK SROLF\ HVYWDEOLVKHY D UHTXLUHPHQW IRU FOLPDWH ULVN WR EH VSHFLILFDOO\
LOFOXGLQJ WKRVH UHODWLQJ WR ULVN LGHQWLILFDWLRQ ULVN DVVHVVPHQW DQG TXDQWLILFDWLRQ LQFOX

7TKH %YRDUG KDV DGRSWHG D FOLPDWH DQG HQYLURQPHQWDO VWUDWHJI\ ZKLFK VHWV IRUWK WKH GLUHFWLF
RQ &OLPDWH DQG (QYLURQPHQWDO WRSLFV WKDW PDWWHU WKH PRVW DQG D FRPPLWPHQW WR DOLJQ WKH
FDUERQ IRRWSULQW [IXUWKHU VWUHQIJWKHQLQJ RXU FOLPDWH DQG HQYLURQPHQWDO ULVN IUDPHZRUN DQG
WKHLU SRUWIROLRYV RU DFWLY.HW DH/N DD/V L@HW/HKHOH OVHGH (A VR EVODBIQ ®DQN &OLRPDWH DQG (QYLURQPHQWDO 6WUD)

7R GHOLYHU RQ WKLV VWUDWHI\ PHPEHUV RI WKH %RDUG KDYH XQGHUWDNHQ FOLPDWH ULVN WUDLQLQJ W|
RYHUVLIJKW RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHV

7KH (XURSHDQ EDQN PDQDJHPHQWxV UROH LQ DVVHVVLQJ DQG PDQDJLQJ FOLPDWH DQG HQYLURQPHQWDO U}
7KH ([HFXWLYH &RPPLWWHH ([&R KDV DOVR HQKDQFHG LWV JRYHUQDQFH VWUXFWXUH WR EHWWHU DGGUH:

a 7KH (6* &RXQFLO DGYLVHV WKH ([&R RQ (6* PDWWHUV VSHFLILFDOO\ WKH LGHQWLILFDWLRQ DQG PDQD.
O HQVXULQJ WKDW FOLPDWH DQG HQYLURQPHQWDO ULVNV DUH IXOO\ LGHQWLILHG XQGHUVWRRG T
PHPEHUVKLS LV EDVHG RQ VXLWDELOLW\ DQG NQRZOHGJH RI (6* PDWWHUY DV ZHOO DV UHOHYDQW HI[SH
/[LQHV RI "HIHQFH /2 7KLY &RXQFLO LQWHUDFWY ZLWK WKH (QWHUSULVH (6* $GYLVRU\ &RXQFLO DQ
FRRUGLQDWHG DFURVV WKH HQWHUSULVH 6LQFH 2FWREHU WKH (6* &RXQFLO PHHWYVY PRQWKO\

a 7KH 5LVN ODQDJHPHQW &RPPLWWHH DQG WKH &DSLWDO DQG 6WUHVYVY 7THVWLQJ &RPPLWWHH ZKLFK DOV
FRQVLGHUDWLRQ RI FOLPDWH DQG HQYLURQPHQWDO ULVNV WKH 7HUPV RI 5HIHUHQFH RI WKRVH FRPPL'

'"HGLFDWHG VW QG DQG UG /2' UHVSRQVLELOLWLHY DUH LQ SODFH WR SURYLGH VXSSRUW LQ GHYHORSLQ
FOLPDWH DQG HQYLURQPHQWDO ULVNV DQG LGHQWLI\ RSSRUWXQLWLHY ZKHUH UHOHYDQW

a 7KH ILUVW OLQH RI GHIHQFH VW /2' LV WKH EXVLQHVV RU IXQFWLRQ 7KH EXVLQHVV WDNHV DQG RZQV
UHODWHG FRQWURO SURFHVVHVY DQG SURFHGXUHV

a 7KH 5LVN ODQDJHPHQW DQG &RPSOLDQFH IXQFWLRQV DUH WKH VHFRQG OLQH RI GHIHQFH QG /2" L
IUDPHZRUNVY DQG SURYLGH LQGHSHQGHQW RYHUVLJKW RI WKH VW /2" HQVXULQJ WKDW WKH VW /2" XQ
Rl WKH IUDPHZRUNVY DQG SROLFLHV

a 7KH WKLUG OLQH RI GHIHQFH UG /2" LV ,QWHUQDO $XGLW ZKLFK LQGHSHQGHQWO\ SURYLGHV WKH (
DVVXUDQFH WKDW WKH JRYHUQDQFH VWUXFWXUHY ULVN PDQDJHPHQW DQG LQWHUQDO FRQWUROV DUH

OHPEHUV RI WKH ([&R DQG (6* &RXQFLO KDYH XQGHUWDNHQ FOLPDWH ULVN WUDLQLQJ WR HQVXUH WKH\ DUH
HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHYVY ,Q WR UDLVH DZDUHQHVV RI FOLPDWH DQG
WUDLQLQJ PRGXOH ZLOO EH GLVWULEXWHG PRUH EURDGO\ WKURXJK PDQGDWRU\ OHDUQLQJ DQG GHYHORS
LPSOHPHQWHG HQKDQFHPHQWY WR FOLHQW GXH GLOLJHQFH SURFHVVHYV

>
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7R UHLQIRUFH HPEHGGHGQHVYV RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG FRQVLGHUDWLRQV DFURVV WKl
QHZ (6* UROHV KDYH EHHQ FUHDWHG UHSRUWLQJ LQWR WKH &KLHI $GPLQLVWUDWLYH 2IILFHU 7KH QHZO\
DFURVV WKH (XURSHDQ EDQN DQG ZRUN ZLWK UHOHYDQW SDUWLHV WR HQVXUH (6* LV HPEHGGHG DFURVV
HOQOWHUSULVH OHYHO DFWLYLWLHY DQG LQ DFFRUGDQFH ZLWK DOO UHJXODWLRQV SROLFLHV DQG SURFHGXL

7R VXSSRUW HPEHGGLQJ FRQVLGHUDWLRQ RI FOLPDWH DQG HQYLURQPHQWDO VXVWDLQDELOLW\ ULVNV DQG
&RPPLWWHH LQ DSSURYHG D &OLPDWH DQG (QYLURQPHQWDO 6XVWDLQDELOLW\ JRDO IRU WKH ([HFXWLYI
UHVSRQVLELOLWLHV ZLWKLQ WKH (XURSHDQ EDQN (YDOXDWLRQ RI WKLV JRDO zZDV SDUW RI WKH DQQXI
WKHLU YDULDEOH UHPXQHUDWLRQ

, Q WKH &OLPDWH DQG (QYLURQPHQWDO 6XVWDLQDELOLW\ JRDO ZLOO EH DWWULEXWHG WR D ODUJHU QXTI
%UDQFK ODQDJHUV DQG RWKHU VHQLRU LQGLYLGXDOV

6WUDWHJ\
&OLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNVY DQG RSSRUWXQLWLHY LGHQWLILHG RYHU WKH VKRUW DQG

$ NH\ FRPSRQHQW RI WKH (XURSHDQ EDQNxV VWUDWHJI\ LV WKH DELOLW\ WR LGHQWLI\ DQG DVVHVV FOLPD
LPSOHPHQWHG D UREXVW DSSURDFK WR LGHQWLILFDWLRQ RI FOLPDWH UHODWHG DQG HQYLURQPHQWDO UL
FKDQQHOVU DV GHVFULEHG E\ WKH 1HWZRUN IRU *UHHQLQJ WKH )L QD QFLHF WAMNR/QIDRE LI N6\W BKIHNHP BQW GHVF

'"HWHUPLQDWLRQ RI DSSURSULDWH VWUDWHJLF WDUJHWV LV EDVHG LQ SDUW RQ DVVHVVPHQW RI WKH (XU
DQG WUDQVLWLRQDO ULVN WUDQVPLVVLRQ FKDQQHOV DFURVYV GLIIHULQJ WLPH KRUL]JRQV DV GHVFULEHG E
FOLPDWH UHODWHG VRXUFHV WKDW PD\ LPSDFW WKH ILQDQFLDO DQG QRQ ILQDQFLDO ULVN SURILOH %D
WUDQVPLVVLRQ FKDQQHOV LQFOXGLQJ WUDQVLWLRQDO DQG SK\VWLFDO ULVN VRXUFHV IRU PDWHULDOLW\

JRU WKH SXUSRVH RI DVVHVVLQJ FOLPDWH ULVN 3K\VLFDO 5LVN DQG 7UDQVLWLRQ 5LVN DUH GHILQHG DV

a 3K\VLFDO GLVWN$FXWH 3K\VLFDO 5LVN UHVXOWLQJ IURP H[WUHPH ZHDWKHU DQG FOLPDWH UHODWHG H
KXUULFDQHY ZKHUH WKH OLNHOLKRRG DQG LQWHQVLW\ RI VXFK HYHQWYV LV LQFUHDVLQJ GXH WR DQWt
SUHPLVHYVY DQG LQIUDVWUXFWXUH HLWKHU RI WKH (XURSHDQ EDQN LWV FOLHQWYV RU RWKHU VWDNHK
UHVRXUFHV DQG VXSSO\ FKDLQ GLVUXSWLRQV DQG LL &KURQLF 3K\VLFDO ULVN O ORQJHU WHUP VKLIW
VWUHVVY GHJUDGDWLRQ RU OLPLWDWLRQV RQ UHVRXUFH DYDLODELOLW\ VXFK DV ODERU QDWXUDO UH\

a 7TUDQVLWLRQ@LYNW DVVRFLDWHG ZLWK WKH WUDQVLWLRQ WR D ORZ FDUERQ HFRQRP\ RI UHOHYDQW VW
GHYHORSPHQW DQG LQYHVWRU DQG FRQVXPHU VHQWLPHQW FKDQJHV WKDW PD\ LPSDFW WKH VWUDWHJ

%DVHG RQ WKLV DVVHVVPHQW PDQDJHPHQW KDYH GHWHUPLQHG WKDW FOLPDWH DQG HQYLURQPHQWDO ULV
FXUUHQW WLPH ZKLOH UHFRJQLVLQJ WKDW WKLV PD\ FKDQJH LQ IXWXUH 7KH PDWHULDOLW\ DVVHVVPHQW
DVVHVVPHQW HVSHFLDOO\ ZLWK UHVSHFW WR QRQ ILQDQFLDO ULVNV ,Q PHDVXULQJ ILQDQFLDO ULVNV 7KH
OLNHO\ WR EH LPSDFWHG E\ FOLPDWH FKDQJH UHSUHVHQWYV RI WRWDO FUHGLW H[SRVXUH 2WKHU ILQD
VHQVLWLYLW\ DQDO\VLYV ZLWK UHVXOWYV LPPDWHULDO FRPSDUHG WR VHQVLWLYLWLHY EDVHG RQ RWKHU PDF
RXU EXVLQHVY PRGHO KDYH EHHQ LGHQWLILHG DW WKLV VWDJH

,Q WHUPV RI RSSRUWXQLWLHY WKH (XURSHDQ EDQN UHFRJQLVHV WKDW DV D SURYLGHU RI ILQDQFLDO VHU
FOLHQWY LOQOWHJUDWH FOLPDWH FKDQJH LQWR WKHLU DFWLYLWLHV 2XU VWUDWHILF UHVSRQVH WR PDQD
VROXWLRQV ZH RIIHU IRU FOLHQWYV
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2QJRLQJ WKH (XURSHDQ EDQN FRQWLQXHV WR H[SORUH WKH SRVVLELOLW\ RI IXUWKHU GHYHORSLQJ FOLPDYV
SRVLWLYH LPSDFW LQ WKH ILJKW DJDLQVW FOLPDWH FKDQJH

2QJRLQJ PHDVXUHPHQW DQG UHSRUWLQJ ZLOO FRQWLQXH WR EH XVHG WR VXSSRUW PDQDJHPHQW GLVFXV'
UHVSHFW WR FOLPDWH FKDQJH DQG HQYLURQPHQWDO VXVWDLQDELOLW\

,PSDFW Rl FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DQG RSSRUWXQLWLHY RQ WKH (XURSHDQ EDQN X

7KH (XURSHDQ EDQN KDV FRQVLGHUHG FOLPDWH UHODWHG LPSDFWV DFURVVY DOO ULVN FDWHJRULHV DQG
GHFLVLRQV UHODWLQJ WR RQJRLQJ VWUDWHJ\

$V GHVFULEHG LQ 6HFWLRQ VWUDWHILF DQG UHSXWDWLRQDO ULVNV KDYH EHHQ LGHQWLILHG DV WKH PR’
WKH SUHVHQW WLPH WKH (XURSHDQ EDQN UHFRJQL]JHV WKDW PDWHULDOLW\ RI WKHVH ULVNV PD\ FKDQJH
HYHQWVU PD\ QRW RFFXU RU WKDW IXWXUH ULVNV PD\ QRW EH PDWHULDO

7R PLWLIDWH VWUDWHILF DQG UHSXWDWLRQDO ULVN FRQVLGHUDWLRQ RI FOLPDWH DQG HQYLURQPHQWDO

a $Q (6* GULYHQ DVVHVVPHQW DSSURDFK ZKLFK SURYLGHVY D GHGLFDWHG VFUHHQLQJ PHFKDQLVP IRU
UHSXWDWLRQDO ULVNYV

a $ GHWDLOHG DQG GHGLFDWHG ULVN PDQDJHPHQW DSSURDFK IRU WKH GHYHORSPHQW RI QHZ SURGXFW
FKDQJHV LQ FOLHQW RU PDUNHW H[SHFWDWLRQV DUH IDFWRUHG LQWR WKH GHYHORSPHQW SURFHVYV

a $ 9HQGRU WKLUG SDUW\ UHODWLRQVKLS DVVHVVPHQW ZKLFK LQFOXGHV FRQVLGHUDWLRQV RI WKH SK)
ORFDWLRQ RI WKH YHQGRUYV ZKHUH WKHLU GDWD LV VWRUHG WKHLU UHVLOLHQF\ FDSDELOLWLHY DQG

JXUWKHUPRUH WR DVVHVV WKH ILQDQFLDO DQG FDSLWDO LPSDFW RI FOLPDWH UHODWHG ULVNV WKH (XU
1HWZRUN IRU *UHHQLQJ WKH )LQDQFLDO 6\WWHP U1*)60 7TKHVH VFHQDULRYVY ZHUH XVHG LQ ERWK WKH ,QW|
/ILTXLGLW\ $VVHVVPHQW 3URFHVV U,/$$30 LQ DQG ,Q DGGLWLRQ WR GLUHFW LPSDFWV RQ ORVVH
FRQVLGHUHG WKH SRWHQWLDO LQGLUHFW LPSDFWV RQ WKH RYHUDOO YLDELOLW\ DQG SURILWDELOLW\ RI
FRPSHWLWLYHQSESVMIHRUIHRGHNQW

$V SDUW RI WKH ,&$$3 WKH (XURSHDQ EDQN HQKDQFHG LWV DQDO\WLV E\ XVLQJ LQGXVWU\ GHILQHG

SRUWIROLR UH YDOXDWLRQV DQG RWKHU LGLRV\QFUDWLF VWUHVVHYVY DV GHVFULEHG LQ VHFWLRQ Oo5LV?
GHPRQVWUDWHG WKDW WKH (XURSHDQ EDQN LV UHVLOLHQW RQ WKH ORQJHU WHUP EDVHG RQ WKH VFHQDL
SK\WWLFDO ULVN 7KLV LV GXH WR RXU ORZ H[SRVXUH WR &2 KLJKHU DQG PRGHUDWH ULVN VHFWRUV ZKLFK KI

7KH (XURSHDQ EDQN ZLOO FRQWLQXH WR HQKDQFH WKH FOLPDWH VWUHVV WHVWLQJ DSSURDFK DQG UXQ
DSSURSULDWH RSSRUWXQLWLHYV WR SXUVXH )XUWKHU GHWDLOV DERXW FOLPDWH UHODWHG ULVNV DQG RS
IXUWKHU PDWXUH RXU DSSURDFK

,Q YLHZ RI WKHVH FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DV ZHOO DV LGHQWLILHG EXVLQHVV RS/
DW DOLJQLQJ WKH (XURSHDQ EDQN V DFWLYLWLHYV ZLWK VXVWDLQDEOH RXWFRPHY DQG KHOSLQJ GULYH EXV
HQJDJHG LQ UHGXFLQJ WKH FDUERQ IRRWSULQW LGHQWLI\LQJ DQG PDQDJLQJ WKH ULVNV WKDW DULVH IUF
DOORZ WKHP WR DQDO\WH DQG XQGHUVWDQG WKH HQYLURQPHQWDO LPSDFWV RI WKHLU SRUWIROLRYV RU DFV
(QYLURQPHQWDO 6WUDWHJ\x
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¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH

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

5HGXFLQJ RXU RZQ FDUERQ IRRWSULQW DQG HQYLURQPHQWDO LPSDFW

4 &RQWULEXWH WR UHGXFH WKH *URXS FDUERQ IRRWSULQW LQ OLQH ZLWK *URXS RSHUDWLRQDO WDUJHWYV DQG SXEOLFO\ GLV
4 &RQWULEXWH WR PDLQWDLQ FDUERQ QHXWUDOLW\ RI WKH *URXS
4 &RQWULEXWH WR UHGXFH WKH *URXS *+* HPLVVLRQV VFRSH DQG E\ E\ IURP EDVH
;F?FF;VEVZaLQW a 'LYHUW RI RIILFH ZDVWH IURP ODQGILOOV E\
$SSURDFK 4 =HUR WHFKQRORJ\ ZDVWH WR ODQGILOO WKURXJK
4 &RQWULEXWH WR DFKLHYH *URXS SDSHU QHXWUDOLW\
4 'ULYH ZDWHU XVH UHGXFWLRQ LQ EXLOGLQJ RSHUDWLRQV
,PSURYLQJ RXU XQGHUVWDQGLQJ RI 6FRSH *+* HPLVVLRQV
JXUWKHU VWUHQJWKHQLQJ RI RXU FOLPDWH DQG HQYLURQPHQWDO ULVN PRQLWRULQJ IUDPHZRUN
4 OHDVXUH DQG PRQLWRU H[SRVXUHV WR VHFWRUV DQG JHRJUDSKLHV LGHQWLILHG DV SUHVHQWLQJ SRWHQWLDO PRGHUD|
4 OHDVXUH DQG PRQLWRU RXU FUHGLW DQG LQYHVWPHQW SRUWIROLRxV :HLJKWHG $YHUDJH &DUERQ ,QWHQVLW\
4 OHDVXUH DQG PRQLWRU IDLU YDOXH VWUHVV ORVV EDVHG RQ FOLPDWH VFHQDULRYV
4 OHDVXUH DQG PRQLWRU RSHUDWLRQDO ULVN HYHQWV RU FRQWLQJHQF\ DUUDQJHPHQWY LQYRNHG GXH WR QDWXUDO GL
;%TE%%H 4 OHDVXUH DQG PRQLWRU 7KLUG 3DUW\ 9HQGRUV (6* UDWLQJV
(DQOYls-IL_J\}/?l\?:WLQJWWHU FULWHULD IRU FROODWHUDO DFFHSWHG
$SSURDFK 4 7LJKWHU HOLJLELOLW\ FULWHULD IRU VHFXULWLHV DFFHSWHG DV FROODWHUDO LQ RXU UHSR DQG IRU DOO QRQ FHQ
JHRJUDSKLHV DUH QR ORQJHU DFFHSWHG DV FROODWHUDO DV UHIOHFWHG LQ WKH %1<0 6$ 19 &ROODWHUDO O0DUJLQL
(QKDQFHG GXH GLOLJHQFH DQG JRYHUQDQFH
4 ,GHQWLILFDWLRQ DQG PRQLWRULQJ RI VHFWRUV DQG JHRJUDSKLHV WKDW PD\ SUHVHQW KLJKHU ULVN Rl FOLPDWH FKD(
4 ORQLWRULQJ RI RXU H[LVWLQJ H[SRVXUH LQ WKHVH FDWHJRULHV
2 (QKDQFHG GXH GLOLJHQFH DQG JRYHUQDQFH WR QHZ LQYHVWPHQWY SURSRVHG E\ WKH (XURSHDQ EDQN LQ WKHVH VHF
3DUWQHULQJ ZLWK RXU FOLHQWYV DFURVV RXU OLQHV RI EXVLQHVV ZH DOORZ WKHP WR DQDO\VH DQG XQGHUVWDQG WKH HQYLURQPHC
4 &ROODWHUDO ODQDJHPHQW O XSRQ FOLHQWxV UHTXHVW ZH FDQ DSSO\ (6* SULQFLSOHV WR VHFXULWLHYV WKDW FOLHQWYV DUH Z
“OREDO 4 &RUSRUDWH 7UXVW O ZH ZRUN ZLWK FOLHQWY RQ DGPLQLVWHULQJ QHZ JUHHQ ERQG LVVXDQFHYV DQG PDLQWDLQLQJ RXpP SRVLW
$SSURDFK WRy  $VVHW B6HUYLFLQJ O WKURXJK RXU DUWLILFLDO LQWHOOLJHQFH LQIRUPHG (6* 'DWD $QDO\WLFV WRRO RXU FOLHQWY DUH DEOH
&OLHQWV DQG DQG UHSRUWLQJ QHHGV ,Q DGGLWLRQ RXU (6* 5HJXODWRU\ 5HSRUWLQJ 6HUYLFH SRZHUHG E\ (6* 'DWD $QDO\WLFV HKHOSV F(
3URGXFWV 'LVFORVXUH 5HIJXODWLRQ 6)'5 DQG 7DVNIRUFH RQ &OLPDWH UHODWHG )LQDQFLDO 'LVFORVXUHV 7&)" UHSRUWLQJ
4 ODUNHWV O (6* DQDO\WLFV DUH DYDLODEOH WR RXU FOLHQWV WKURXJK RXU /LTXLGLW\'LUHFW60 SRUWDO RXU PDUNHW OHDG

SURYLGHG YLD WKH SRUWDO
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
5HVLOLHQFH RI WKH (XURSHDQ EDQNxV VWUDWHJ\ WDNLQJ LQWR FRQVLGHUDWLRQ FOLPDWH DQG HQYLURQP|

7KH (XURSHDQ EDQN PRQLWRUV WKH LPSDFW RI FOLPDWH DQG HQYLURQPHQWDO ULVNV WR WKH (XURSHDQ E
FRQVLGHU ORQJHU WHUP VWUDWHILF LPSOLFDWLRQV RI FOLPDWH FKDQJH LQ OLQH ZLWK WKH 1HWZRUN IR
RI WKHVH DVVHVVPHQWYV LV LQFRUSRUDWHG LQ WKH VWUDWHJ\ VHWWLQJ SURFHVYV DQG VXSSRUWY PDQDJHP

JXUWKHUPRUH RXU EXVLQHVV FRQWLQXLW\ SURFHVV FRQVLGHUV DQ UDOO KD]DUGVU DVVHVVPHQW WR HQV
GLVUXSWLRQ L H LOFOXGLQJ FOLPDWH UHODWHG DQG HQYLURQPHQWDO HYHQWY 7KH DSSURDFK LV VWU X
VWDII DSSOLFDWLRQV WKLUG SDUW\ SURGXFWYV DQG RU VHUYLFH SURYLGHU (DFK EXVLQHVYV OLQH DFURVY
5LVN $VVHVVPHQWY DQG LQFOXGH DQ HYDOXDWLRQ RI LQKHUHQW ULVN PDQLIHVWLQJ IURP QDWXUDO FDOD!
DOVR LQFOXGHYV UHFRYHU\ VWUDWHJLHY LQ DGGUHVVLQJ WKH ULVN DQG WKH OHYHO RI ULVN UHPDLQLQJ DI\

$QDO\WLY XQGHUWDNHQ DV SDUW RI ILUP ZLGH VWUHVV WHVWLQJ XVHG ZLWKLQ WKH (XURSHDQ EDQNxV
LPPDWHULDO ULVN IURP FOLPDWH WR WKH (XURSHDQ EDQN DQG WKHUHIRUH WKH RYHUDOO EXVLQHVYV VWUD\

7TKH(XURSHDQ EDQN ZLOO FRQVLGHU DSSURSULDWH RSSRUWXQLWLHY WR SXUVXH WKDW ZLOO SURYLGH Wtk
FXVWRPHUV LQ DGGUHVVLQJ WKH ULVNV DQG RSSRUWXQLWLHYV RI FOLPDWH FKDQJH )XUWKHU GHWDLOV DE
DQG DFWLRQV ZLOO EH GLVFORVHG DV ZH IXUWKHU PDWXUH RXU DSSURDFK &OLPDWH FKDQJH SDWKZD\V \
EXVLQHVYV PRGHO VFHQDULR DQDO\VLV IRU WKH (XURSHDQ EDQN V VWUDWHJ\

S5LVN ODQDJHPHQW

7KH (XURSHDQ EDQN FRQWLQXHV WR FRQVLGHU FOLPDWH DQG HQYLURQPHQWDO ULVNV DV ZHOO DV VRFL
LQFOXGLQJ ILQDQFLDO ULVNV VXFK DV &UHGLW ODUNHW DQG /LTXLGLW\ ULVNV DQG QRQ ILQDQFLDO ULVNYV

7KH PDQDJHPHQW Rl FOLPDWH UHODWHG ULVNV LV LOQOWHJUDWHG LQWR WKH (XURSHDQ EDQNxV VWDQGDUG
5LVN ODQDJHPHQW )UDPHZRUN 7KLV LQFOXGHV D IRUPDO SURFHVV WR LGHQWLI\ DQG DVVHVV ULVNV PDLC
HPEHGGLQJ ULVN FRQVLGHUDWLRQV LQWR GHFLVLRQ PDNLQJ 7KLV LV XQGHUSLQQHG WKURXJK ULVN PDQDJ}

a4 5LVN LGHQWLILFDWLRQ DQG PDWHULDOLW\ DVVHVVPHQW
5LVN DSSHWLWH

6FHQDULR DQDO\VLV

(QWHUSULVH UHVLOLHQF\

5LVN PLWLJDWLRQ DQG PDQDJHPHQW

4 7UDLQLQJ DQG HGXFDWLRQ

7KH WUDQVPLVVLRQ FKDQQHOV WKURXJK ZKLFK WKHVH ULVN GULYHUV PDQLIHVW DQG SRWHQWLDOO\ LPSDF
EDQNxV EXVLQHVVY PRGHO DQG FRPPHUFLDO RIITHULQJY IRRWSULQW ORFDWLRQV DV ZHOO DV FOLHQW VHFW

o

>
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" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
5LVRDQDJHPHQWRUWPIRQV

JURP D ULVN PDQDJHPHQW SHUVSHFWLYH WKHVH FOLPDWH UHODWHG ULVNV DUH FXUUHQWO\ FRQVLGHUHG
ULVN SURILOH 7KHVH WLPH KRUL]JRQV DUH GHILQHG DV

a 6KRUW WHUP \HDUYV
a OHGLXP WHUP \HDUYV
a /IRQJ WHUP \HDUYV

‘H UHFRJQL]H WKDW ORQJ WHUP WLPH KRUL]JRQV XVHG IRU WKH DVVHVVPHQW RI ULVNV DUH GLIITHUHQW IUR
\HDUV §% \HDU KRUL]JRQ LV RQO\ FRQVLGHUHG IRU VWUHVYVY WHVWLQJ SXUSRVHV 7KHVH GLIIHUHQFHY DULVF
ZKLFK JHQHUDWH SUHGRPLQDQWO\ VKRUWHU WHUP H[SRVXUHV

5HIDUGOHVYV RI WKH SHULRG RI DVVHVVPHQW FOLPDWH UHODWHG ULVNV PD\ PDQLIHVW GLIITHUHQWO\ RYHU
FOLPDWH ULVNV ZHOO LQWR WKH IXWXUH DQG KHQFH WRROV XVHG WR PDQDJH WUDGLWLRQDO EDQNLQJ ULV
WR IXOO\ FDSWXUH ORQJHU WHUP LPSOLFDWLRQV RI SK\VLFDO DQG WUDQVLWLRQDO ULVNYV

BURFHVVHV IRU LGHQWLI\LQJ DQG DVVHVVLQJ FOLPDWH UHODWHG ULVNV

&OLPDWH UHODWHG ULVN LGHQWLILFDWLRQ LV SHUIRUPHG E\ WKH (XURSHDQ EDQN WDNLQJ DFFRXQW RI FC
SRWHQWLDO SK\VLFDO DQG WUDQVLWLRQDO FOLPDWH UHODWHG ULVN UWUDQVPLVVLRQ FKDQQHOV U FRQVL
SK\VLFDO ULVN LGHQWLILFDWLRQ EDVHG RQ 1*)6 WUDQVPLVVLRQ FKDQQHOV DQG SHUIRUPHG IRU DOO SRUW
KRZ FOLPDWH ULVNV PD\ DULVH EXW GRHV QRW LPSO\ PDWHULDOLW\

ODWHULDOLW\ DVVHVVPHQW RI LGHQWLILHG ULVNYV

7R DVVHVV PDWHULDOLW\ WKH PHWULFVY GHVFULEHG LQ WDEOH DQG H[SHUW MXGJHPHQW DUH XVHG WR Gl
WHUP 'HILQLWLRQ RI PDWHULDOLW\ LV OLQNHG WR WKH (QWHUSULVH ODWHULDOLW\ )UDPHZRUN DQG DSSO
VFRULQJ DQG VXEVHTXHQW FRPPHQWDU\ WR YDOLGDWH WKDW QRWKLQJ KDG EHHQ RPLWWHG RU PLVUHSUH\
W\SHV DUH PRQLWRUHG WKURXJK UHSRUWLQJ DQG GHGLFDWHG ULVN DVVHVVPHQW WRROV WR HQVXUH W}
DSSURSULDWH

7KH DVVHVVPHQW DSSURDFK ZDV SHUIRUPHG IRU

a )LQDQFLDOV ULVNV ZKLFK DUH DVVHVVHG EDVHG RQ WKH VL]JH RI H[SRVXUH DFURVV DOO VHIPHQWYV R
GHVFULEHG EHORZ DQG FRPSDUHG WR WKH PDWHULDOLW\ WKUHVKROGV XVHG WR DVVHVV WKH (XURSH|

a 1RQ ILQDQFLDO ULVNV ZKLFK DUH DVVHVVHG EDVHG RQ KLVWRULFDO HYLGHQFH ZKHUH DYDLODEOH
KLVWRULFDO ORVVHV ,Q DGGLWLRQ WKH ULVN DQG FRQWURO DVVHVVPHQW SURFHVVHV XVHG WR
HQYLURQPHQWDO IDFWRUV UHSUHVHQWHG D PDWHULDO FKDQJH WR WKH H[LVWLQJ ULVN SURILOH

%DVHG RQ WKLV DQDO\VLYV LW ZDV GHWHUPLQHG WKDW FOLPDWH ULVN GRHV QRW UHIOHFW D PDWHULDO |
EHFRPH PDWHULDO LQ IXWXUH ,UUHVSHFWLYH WR PDWHULDOLW\ WUDQVLWLRQDO ULVNV DUH WKH PRVW LG
PDUNHWY FOLHQWY RU RWKHU VWDNHKROGHUVx UHTXLUHPHQWY RU H[SHFWDWLRQV FKDQJH 3K\VLFDO UL"
UHVLOLHQF\ ULVNV 3K\VLFDO ULVNV DUH XQOLNHO\ WR PDQLIHVW DV VLJQLILFDQW ULVNV JLYHQ WKDW WKI
LOQYHVWPHQW SRUWIROLR FRQVLVWLQJ RI ODUJHO\ VWURQJO\ UDWHG JRYHUQPHQW ERQGV DQG FDVK 7KLV
LGHQWLILHG DV UHSUHVHQWLQJ WKH JUHDWHVW SRWHQWLDO WR EH PDWHULDO LQFOXGH WKH IROORZLQJ
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
5HIDUGLQJ WUDQVLWLRQDO ULVNYV

a 6WUDWHJILF DQG UHSXWDWLRQDO ULVNV

a /HIJDO DQG OLWLJIJDWLRQ ULVNYV

a 3URGXFW DQG EXVLQHVY GHYHORSPHQW ULVNYV
a 2XWVRXUFLQJ ULVNYV

5HIDUGLQJ SK\WVLFDO ULVNYV
a 3UHPLVHVY DQG RSHUDWLRQDO UHVLOLHQFH
a 2XWVRXUFLQJ ULVNYV

&RQVLGHULQJ WKH FXUUHQW DVVHVVPHQW RI PDWHULDOLW\ DQG WKH (XURSHDQ EDQN OV FRQWDLQPHQW R
UHODWH WR RSHUDWLRQDO SURFHVVHV RU WKURXJK FKDQJHV LQ PDUNHW FOLHQW RU VRFLHWDO DWWLW X
KDYH EHHQ SXW LQ SODFH WR UHSRUW PDQDJH DQG PLWLIJDWH FOLPDWH DQG HQYLURQPHQWDO ULVNYV I
DWWHQWLRQ RQ WKH GHYHORSPHQW DQG LPSOHPHQWDWLRQ RI SURFHVVHV XVHG WR HPEHG FOLPDWH ULV
PHDVXUH DQG PDQDJH FOLPDWH DQG HQYLURQPHQWDO ULVNVY DUH GHVFULEHG LQ WKH IROORZLQJ VHFWLRQ

$VVHVVPBQW ODQDJHPHQW RI &0OLPDWH 5LVNYV

7KH PDQDJHPHQW RI FOLPDWH ULVN LV LQWHJUDWHG LQWR ULVN PDQDIJHPHQW SURFHVVHV WKURXJK LQWI
LOQFOXVLRQ RI FOLPDWH ULVN LQWR DSSOLFDEOH SROLFLHVY DQG JRYHUQDQFH 5HJDUGOHVV Rl ZKHWKHU W
GHYHORSHG FRYHULQJ &UHGLW ODUNHW 2SHUDWLRQDO LQFOXGLQJ 7KLUG 3DUW\ DQG 5HVLOLHQF\ DQG 6
TXDUWHUO\ EDVLV DV GHVFULEHG LQ VHFWLRQ O*RYHUQDQFHx 2QJRLQJ DVVHVVPHQWY DV WKH\ PD\ OH
LQIRUP WKH GHYHORSPHQW RI IXUWKHU RU PRUH UHILQHG .5, PHWULFV RYHU WLPH
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¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7DEOH 5LVN OHDVXUHPHQW IRU .H\ 5LVNYV

5LVN 7\SHHILQLWLRQV 3K\WLFDO 5LVN ([DPBOBIQVLWLRQ 5LV N |([DPSIOIHKDOLIKWYV "H\ OHWULFV

6WUDWHJUKBLYUNVN DULVLQJ ,RIRPFWGYHRQYH RSHGDMURDOSXEOLFWWVLQHYRPORGHO 5LVN $VVHVVPHQW DSSURDFK & HYMOREHG WR RGHQW LUL
EXVLQHVV GHFLVLRMOWLOLERRH WK U[ROQWH EXAWILRIXY  |[ZRMAKL J DROLLGHIQ W LRQV UHOHYDQW WR SUHYHOQOW WEWVHYVRH QMH RISVSFURRPDIF |
LPSOHPHQWDWLRQ| HYIH (BXY L QHYV WX U DFWPBIDFMWHWJI RU | FHRBRWY LPISOLFDWLRQV ZKHUH D IDLOXUH WR GHYHORS SURGXFWV DOL
GHFLVLRQV RU | DDEIRN.W\RWR G H O L|WHH R\DH @ WHAD WOIHW MJFU B F WL UGIIR HIOMLW M DN HV SODFH
UHVSROQVLYHQHVV |VRE MKPWUHWNVLQ DWWHQWLRQ
WKH ILODQFLDO |LQGXVWU\ DQG %XVLQHVV ORGHO 5LVN $VVHVVPHQW KLJKOLJKWV NH\ ULVNV UHPDWLQJ
RSHUDWLOQJ HOYLURQPHQW )DLOXUH WR NHHBUBDFWMDWLW&DO LPSDFWV IURP LQWHUDFWLRQV|ZLWK H[WHUQDO SHPUWLHV
6WUDWHJILF DOG RU EXVLOHVYV FKDQJHV LQ FOLHQWUGHPPBEMNFMRUWR VXEVWDQWLDO QHJDWLYH SUHVV DQG RU FROQWURYHUVLF
ULVNV PD\ DOVR DIULVH IURP WKH SURGXFWV ZKLFK| WQFRWEQUDMRH LQDGHTXDWH SURGXFW GHYHORBPHQW E\ %1<0 WR|VDWLVI
DFFHSWDQFH Rl QHZ FOLPDWH UHODW H 6 UFRTQ(L IUGHP BIDWIVR Q V
EXVLQHVVHV WKH|LQWURGXFWLRQ RUl opgLoLW\ WR DWWWDFEROLRKHGHWRYQQHVY $SSHWLWH )JUDPHZRUN QHZ FOLHQW DSBURDFK
PRGLILFDWLRQ Rl SURGXFWV VWDII RU LPSDFWROLR®RWAO PHRYW OLNHO\ WR KDYH DQ LPSDFW R/Q RU EH LPSDFWH[G E\ FO
VWUDWHJLF ILQDQFH DQG ULVN UHODWLRQVKLSV GWHDWRLIURQORUMNQG SK\VLFDO ULVNV DQG EURDGHU (6* IDFWRUV
PDQDJHPHQW GHFLVLRQV WR PDLQWDLQ D VXLWDEOH FOLPDWH
EXVLQHVV SURFHVV FKDQJHV UHODWHG VWUDWHJ0QKDQFHG WKH 1HZ 3URGXFW DQG %XVLQHVV BURFHVV $SSURYDJ SURFH)
FRPSOH[ WUD|QVDFWLRQV LOFRUSRUDWH FOLPDWH ULVN FRQVLGHUDWLRQ
DFTXLVLWLRQV GLYHVWLWXUHYV $ELOLW\ WR GHOL|YHU RQ H[LVWLQJ
MRLQW YHQWXUH DQG PDMRU VWUDWHJ\ DQG PDLQWDLQ
FDSLWDO H[SHQIGLWXUHYV SURILWDELOLW\ DY SDUW RI FOLPDWH
LQYHVWPHQWYV WUDQVLWLRQ

ODUNHW HIKN SRWHQWLDO ORRVVHY YAKXH QRE\ /RVIVGIHG UL HQ E\ FKDOMFHYLWQOWH PRQLWRULQJ RI PDUNHW ULVN | aKH7 DGR §H DBHRRD Y ND PUD NYH
WKH (XURSHDQ EDG@RUNIQWQRLIDWN IDPWRNNW IURP/N IDEWRUWFHQDRERY DQG WUDQVSRVHV WKHVH LOWR D SRWQWVVQ ORMPH [FBIONG W
SRUWIROLR FDXVHG\EWHFPAFHPDHNHW VRKDEPHY PQUNHW LIOK DVAPHY DMY HVVPHQW WUDQVODWHY WKH VKRUW WHVYPIQBWBIBW V| RILAV&K H
PRYHPHQWYV LQ PDBNWM FSIUIQAHAXUDJ FG VWD \RW HRKD RIH V| LOH PDWING WWA\SLFDOO\ WKH HDUO\ SROLF\ VFH|QDUERLAMMHR VEE QURPLHRG LD
RI); IL[HG LQFRPH ZHDGVKAXLMYXHQWY | SHUFHSWLRQ R| PDUNHWKUHVN SRVLWLRQV
DVVHWV FUHGLW  VSUHDGV SURILWDELOLW\ [|RU XQGHUO\LQJ
FRPPRGLWLHV DQG OLDELOLWLHV |[LVVXHUV RI SRVLWLRQV KHOG RQ
DFFRXQWHG IRU XQGHU IDLU YDOXH |EDODQFH VKHHW| E\ WKH
DQG HTXLYDOHQW PHWKRGYV (XURSHDQ EDQN

/JLTXLGLWVEHVNLVN WKDW WKD @XHR 3D QD O X H &RIDRORIBISRILD W B O X H &R0 LIPPWSR UBWBWHG LPSDFWV KDYH EHHQ DVVHV\AHG6DWUBMKQJ L P P DMPHSWDLAVO
EDQN FDQQRW PHHVERQGVFZVWDIQG WKEROBWYWIR B/KR OR WKR | PROODIR@URREHUDOO OLTXLGLW\ ULVN $VVHVVPHIMY HRMVERWWQRQDOLOK]
FROODWHUDO REQDVDAMMROKHDG® ED WKV KXOR KHDG E\ WARQYXGREMBO DV SDUW RI SURFHVVHV VXSSRUWLOBWULAY LEBOHG | LEQ W
UHDVRQDEOH FRVEDQRU WERWWXSSR|UED QM LTWRGLWAS S R[UGH Y QR SPEOWA RI OLTXLGLW\ VWUHVY WHVWV GHVLIQDWHG 1*)6
HISHFWHG DQG XRMH)®HAWHGW PAXQRD/IH P HQ W ZKRVH FOLPDWH VEHQDBULR
FDVK IORZV ZLWKRYD\O OmEW HRIYW ORD\ |EYHD CLPS\WU ERGING P D\ éNVﬂ*ﬁ’é’fﬁz@N‘@’ RI NH\ SRWHQWLDO RXWIORZV BQG IDLU YDOXH VKHRENV W
DIIHFWLQJ GDLO\ |RESHKIWLFRO®DY URUN HEWHQWDUNHW  FKDGHHW! Qj-R GXH WR ERWK SK\VLFDO DQG WUDQVYLWLRQDO ULVNV DUH FRQV
ILODQFLDO FRQGLWLR(%V LTXLGLW\ | SHUFHSWLRO Rl YDKRWLIRQ FRQVLVWHQW ZLWK W\SLFDO OLTXLGLW\ ULVN VFHQDULRV 7KH
ULVN FDQ DULVH |U2 V BiRFDVK[GXH WR FOLHQW | VFHQDULRV DUH PDQ\ RUGHUV RI PDJQLWXGH [ORZHU WKDQ WKRYH XVHG
PLVPDWEKHV G [ROORZLQJ SK\VLFDO OLTXLGLW\ ULVN PDQDJHPHQW DQG KHQFH DUH QRW FXUUHQWO\ HRQVLGH
FRQVWUDLQWYV 1UR/P WM HGHEYVSLw\ wr RQJRLQJ OLTXLGLWA ULVN PDQDJHPHQW
FRQYHUW DVVHWV| WR FDVK WKH
LQDELOLW\ WR UD|LVH FDVK LQ WKH
PDUNHWV GHSRVLW UXQ RIl RU
FROWLQJHQW OLTXLGLW\ HYHQWV
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2SHUDWL
5LVN

REBIOULVN RI
LQDGHTXDWH RU

SURFHVVHYV
VI\VWHPV RU
HYHQWYV
LQFOXGHYV

WHFKQRORJ\ ULVN

2SHUDYV,

BBEXWWRQDOURBH
DLVO HIE UGWXOWD R
SO HULDMG RI SK
PH YHH @MV Q D O

LP@ELFDERE%_‘QVWR

LPSDFWV LQW
DIILOLDWH RU RW
IDLOXUHV

JDWILRQWORQRVIVGIE
| E X \QLFQUHAVDW HGH V X O WLARR UISRPDWH DOO SRWHQWLDO GULYHUV RI
IDHUYHH O WYWHW BIIBG WR HQVXUH WKDW ULVNV DUH

VREOXUHORWR DFK
REMHFWLYHV PLV
ILGXFLDU\ UH T
MR U QBRI v

Rl SK\WVLFDO

HIQIDXAUH LQWRIU PL
KBQGHWKWD® GDUW
UHTXLUHPHQWYV OH
FRPSOLDQFH
UHJXODWLRQ

/IRVV RI EXVLQHVV |GRGHWRWDRQBOHILVN HYHQW DQG WKH FRPELQH
WR PHHW LQYvamuHmmw FOLHQW

H[SHFWDWLRQV DURX JoLPDWH

ULVN FRQVLGHUD WL, VPHQW RI WKLUG SDUWLHV LQFOXGHV

/IRVVHV
UHJXODWRU\
LPSDFW PDUNHWYV

zLwkP

IURP VXGGHQHG@EBRUNF\ RKHUH
FKD@GDISWELWKWMHY RI

REHUDORMMRQMERO ULVN LV PDQDJHG WKURXJK D V
Ul

UHBRIRJMAMIGQDVRLU—ITXLUHG

XLUHPHOWY
"HGLFDWHG FRPSOLDQFH UHJXODWRU\ FKDQJH

WDVNHG ZLWK HQVXULQJ WKDW UHTXLUHPHQWYV

%a%%ﬂy%%qge &RQWURO 6HOI $VVHVVPHQW 5&
Béﬁ@?Wﬁ@ UHVLOLHQFH SURFHVVHV LV XVH

H EXVLQHVV FRQWLQXLW\ H[SOL
HQYLURQPHQWDO LPSDFWV OHDVXUHPHQW RI S
ORVV PHWULFV WKH QXPEHU RI REVHUYHG H

UHSXWDWLRQDO ULVNV RI WKH YHQGRU IRFX
IRU H[DPSOH GDWD LV VWR
WKH YHQGRU DQG DQ\ UHF
DGGLWLRQ WKH DVVHVVPHQW LQFRUSRUDWH
UHSXWDWLRQDO DQG JHQHUDO ULVNV DVVRFLDW

,PSOHPHQWHG (6* )UDPHZRUN 3ROLF\ LQ ODUF
GHPRQVWUDWH WKDW ,0 ILUPVx SURGXFWV XQ
PHHW KLJK VWDQGDUGY RI LQWHJULW\ WUDQVS

7KH LQWHUQDO DVVHVVPHQW SURFHVV LQFR
FRQVLGHUDWLRQV LQWR WKH EURDGHU DVVHVYV,
DVVHVVPHQW WKDW LV UHSRUWHG RQ VHSDUDW
DVVHVVPHQW 9HQGRU ERWK H[WHUQDO DQG L
GULYHQ E\ WKH ORFDWLRQ RXW RI ZKLFK WKH Y
GDWD LV VWRUHG $GGLWLRQDO PHWULFV XWLO
WKH YHQGRU DQG FRQFHQWUDWLRQ ULVN

5HSRUWLQJ WR WKH (XURSHDQ EDQN V ([&R DQ
SURGXFHG RQ D TXDUWHUO\ EDVLV ZLWK YHQG
ULVN UHSRUWHG SHULRGLFDOO\ WR WKH *UR
&RPPLWWHH 7350& ZKHUH WKH (XURSHDQ E
UHFRPPHQGHG TXDUWHUO\ EDVLV VXEMHFW WR

HU L H X PEIH G HIBQ 6 D WHIBOSBIR F
VN IOQRAONHE/L QQVFBERDWH QU L
DSSREBSUDMWWRQDQGHQWN | IH

UHFRUGHG GXH|WR ZHD

HODWHG EDXV
PDQDJHPHQW S

BUHIX@RBQ D®G DE
5%

G x Y

G WRBRIMPOXQWH, BRI \RI R
FLWONFERQYSCBYY 4%
UHPéMHVL%#NN) Wﬂg&@ﬁb
Y HQWN) KD W %
G OBb% HEFH

ZKLFK DUH UHSRUW|

WW@#U@WLRQ e[ VAP U
LQJUH LAIR AU RIPHEREAD
UHG PRROKSGB HuDwWUROQ RI W

RUCHSp Uiy LRLHWRHY BHOBY
Vo HAWEY QD Gk HP WYEQNY s i

HG g KuPSxwowLrQ uLvN

K WR KHOS HQNXUH D
GHU WKH EURDG (4* &OLPD
DUHQF\ DQG FRQWYRO

USRUDWHY &OLPDWH 5LVI
PHQW RI YHQGRU ULVNV DC
HO\ DV D FRQVWLWXHQW S|
WHU DIILOLDWH ORFDWLRC
HQGRU SURYLGHV WKH VHU
LIHG LQFOXGH UHVILOLHQFF

G 1(6*& 5HIHU WR
RUV LQGLFDWLQJ D
XS 7KLUG 3DUW\
DQN LV UHSUHVHQ
7350& DSSURYDO

VHFWLR(
KLIJKHU
S5LVN OC
WHG R

&UHGLW

SIKNN ULVN RI

ERUURZHUV

FRXQWHUSDUWLHV
RQ WKHLU REOLJ
&UHGLW ULVN LV
WHUP H[SRVXUHV
RI IDFLOLWDWLRQ
WUHDV XU\

DQG
LQFOXGLQJ

VXSSRUW OLTXLGL

IH\ DX\ ORHBRELOLWLHY GXH WR ERWK
PD\ R\VKHNW LQ UHODWLRQ WR H[SRVXUH

ZHUH WR GHIDX

Hav L R} P

UHVﬂqﬁﬁﬁg PR Y
N D NN PRQH WR
RI QW DFWLYLWLHV

DFWéB#WVWMgFROODWHUDo YDOXDW,

WV KHOG

AB\ PDQOGHQHQW FRUSRUDWH ERQGV z|
ZKRVH YDOXDWLRQV PD\

DVVHWYV

RU WUDQVLWLRQDO ULVNYV

ow
WGLW SURYLVLRQ RU WK
RSHUDWLQJ LQ L@GKFNIWHHVQBRO\\IR KDYSEHHY DGGHG WR &UHG
VWUXFWXUDO FKDQKH R%WRIK\RVZIFDOHYIEWN SWWIHRIWVVHFWLRQ WR HQ

YD IHPHQW J)UDPHZRUN 3ROLF\

LBRAQL\O GPHH H\R HSKQ D IOF GO WY HMORVFUHDWH DVVHV VP,

BKNV ¥OIRE DA G& WHDLQW LWQRIQWOU UWYRY 6XEPLVV
IXOO\ DSSOLF

XSGDWHG WR LQFOXGH FOLPDWH ULVN IDFWRUV
H SXUFKDVH RI DVVHWYV LVVXHG

DVVRFLDWHG ZLWK FRXQWHUSDUWLHV

ULVNV DOG RSSRUWXOLWLHYV IRU HDFK LQGXVWU
WKLQ WKH RZQ SRUWIROLR RI

EKLVPBIDWWHGGEF BWRUL EAVODOVR UHSRUWHG WR
&RPPLWWHH

[3R Q9 3O RF HIBXG 5 HD)@ & Q WDH
D E O HQW\RF R/KHH FX UGS WD S RE

LQ KLJK DQG |[PRGHUD
LYH VH
LW SJ%%HHéék%’m@J S H YH

UH HYDOXDWL RQ RI SUI
é HLIJKWHG $YHUDJIH

oMLwy s,
HQWWRRIP&(%&%%@} PG DRGwi
\ HG FRQAHQWUDW

NKH?%@R%%%%LWb%EQNéUﬁﬁ

RUWIROLRV
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
JRUZDUG ORRNLQJ DVVHVVPHQWLRINWNOLPDWH UHODWHG

7KH, &%$%$3 GRFXPHQW ZDV HQKDQFHG WR LQFOXGH ORQJHU WHUP FOLPDWH FKDQJH VFHQDULR DQDO\WLV X
WUDQVLWLRQV SDWKZzZD\V DV GHILQHG E\ 1*)6 SXEOLVKHG VFHQDULRYV 7KH DQDO\WVLV FRYHUV D SHULRG R
FOLPDWH FKDQJH UHODWHG VFHQDULR DQG DVVXPSWLRQV ZKLOVW WDNLQJ D VWDWLF EDODQFH VKHHW DVYV

7KH FOLPDWH VWUHVV WHVWYVY SHUIRUPHG LQ LOQFOXGHG WKH IROORZLQJ VFHQDULRYV

U&XUUHQW 3ROLFLHVU DVVXPHV WKDW RQO\ FXUUHQWO\ LPSOHPHQWHG SROLFLHVY DUH SUHVHUYHG OH

U'HOD\HG WUDQVLWLRQU DVVXPHV DQQXDO HPLVVLRQV GR QRW GHFUHDVH XQWLO 6WURQJ SROLFI
OLPLWHG

a ULHW =HUR U OLPLWV JOREDO ZDUPLQJ WR p& WKURXJK VWULQJHQW FOLPDWH SROLFLHV DQG LQ
MXULVGLFWLRQV VXFK DV WKH 86 (8 8. &DQDGD $XVWUDOLD DQG -DSDQ UHDFK QHW JHUR IRU DOO *+

*LYHQ WKH ORZ H[SRVXUH RI WKH EDODQFH VKHHW WR &2 KLJKHU DQG PRGHUDWH ULVN VHFWRUV DVVXP
LQFUHDVH WKH SK\VLFDO ULVN DQG WUDQVLWLRQ ULVN LPSDFWYV

$GGLWLRQDO FOLPDWH FKDQJH LPSDFWV ZHUH FRQVLGHUHG GHSHQGLQJ RQ WKH VFHQDULRVY WR LQFOXGH

a &RVWYV UHODWHG WR GDPDJHV LQ WKH (XURSHDQ EDQN V RIILFHV GXH WR QDWXUDO GLVDVWHU

& '"HFUHDVH Rl FOLHQW IHHV GXH WR ORZHU YDOXH RI UEURZQU DVVHWV XQGHU FXVWRG\ 7KH LPSDFW
VXIILFLHQWO\ VHYHUH

$ ILQH E\ WKH UHJXODWRUYV ZDV DOVR FRQVLGHUHG IRU WKH '"HOD\HG WUDQVLWLRQ VFHQDULR

7KH (XURSHDQ EDQN V FUHGLW ULVN DVVHVVPHQW FRYHUV D ORQJ WHUP RXWORRN IRU XQGHUO\LQJ SRVLW
OLQNHG WR WKH WKUHH VFHQDULRY GHVFULEHG DERYH 7KH DFFXPXODWLRQ RI \HDUO\ SURILWYV LQ UHWDL
HYHQ ZLWK WKH VWUHVYVY DVVXPSWLRQV 2WKHU FDSLWDO UDWLRY DUH DOVR VXSSRUWHG E\ WKLV LQFUHDVF

6FHQDULRY KDYH EHHQ FRQVLGHUHG LQ WKH (XURSHDQ EDQNCV ,/$$3 IURP D OLTXLGLW\ SHUVSHFWLYH &XU
FRQVLGHUV D VLIJQLILFDQW DPRXQW RI WKH KDLUFXWV LQ VHFXULWLHYV

BURFHVVHV IRU PDQDJLQJ FOLPDWH UHODWHG ULVNYV
7KH .5,V GHVFULEHG LQ WKH SUHYLRXV VHFWLRQ VXSSRUW DVVHVVPHQW RI FOLPDWH DQG HQYLURQPHQWDO

(I !1THFWLYH FOLPDWH ULVN PDQDJHPHQW LV VXSSRUWHG E\ VHYHUDO RSHUDWLRQDO EXVLQHVV SURFHVVHYV Z
WKDW SRWHQWLDO FOLPDWH LPSDFWV DUH LGHQWLILHG DQG DVVHVVHG GXULQJ YDULRXV RSHUDWLRQDO
SURFHVVHY DUH JRYHUQHG E\ RYHUDUFKLQJ %1< OHOORQ JOREDO SROLFLHVY DQG LPSOHPHQWHG DV DSSOLI
ZKLFK GLUHFWO\ DQG H[SOLFLWO\ LQFRUSRUDWH FOLPDWH ULVN DVVHVVPHQW DUH

4 &OLHQW GXH GLOLJHQFH DQG XQGHUZULWLQJ SURFHVVHYV

1HZ SURGXFW DSSURYDOV

%XVLQHVV SURFHVV FKDQJHV

7KLUG SDUW\ YHQGRU DVVHVVPHQW

6XE FXVWRGERRQUGLQJ DQG RQJRLQJ PRQLWRULQJ WKURXJK GXH GLOLJHQFH DVVHVVPHQWYV

m/ m) m» m/
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7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

(PEHGGLQJ FOLPDWH UHODWHG ULVNV LQ GD\ WR GD\ ULVN PDQDJHPHQW HQVXUHV WKDW SURFHVVHV XVH
LOQOFRUSRUDWH FOLPDWH UHODWHG ULVNV 7R GR VR ULVN DVVHVVPHQWY DUH SHUIRUPHG WR DVVHVV DO
PLWLIJDWLRQ DQG RU HVFDODWLRQ WKURXJK WKH GHFLVLRQ PDNLQJ SURFHVYVY (DFK RI WKHVH DUH GHVFULE

1HZ &OLH&AONWDWH HQYLURQPHQWDO DQG EURDGHU (6* ULVN FRQVLGHUDWLRQV DUH LQFRUSRUDWHG LQWF
7KH SURFHVV LQFRUSRUDWHY D GHGLFDWHG VFUHHQLQJ PHFKDQLVP WR LGHQWLI\ SRWHQWLDO VWUDWHJILF
EHHQ EXLOW LQWR WKLV %XVLQHVY $SSHWLWH )UDPHZRUN SURFHVYV DQG RQFH WULJJHUHG JHW UHYLHZH
DFWLRQV EDFN WR EXVLQHVV %XVLQHVV $FFHSWDQFH &RPPLWWHHV

BURGXFW DY@BFFHORSPH&ONLPDWH UHODWHG ULVNV DUH FRQVLGHUHG DV SDUW RI WKH &RPSDQ\xV SURGXFW D

7TKLUG SDUW\ UHOKWLROR/KHWY WR FRQVLGHU WKH SK\VLFDO DQG UHSXWDWLRQDO ULVNV RI YHQGRUV DQG
7KH GXH GLOLJHQFH SURFHVV FDSWXUHYVY UHVLOLHQFH FDSDELOLWLHV RI WKH YHQGRU LQFOXGLQJ SK\VLFD
DORQJ ZLWK RWKHU ULVN FRQVLGHUDWLRQV $VVHVVPHQW RI WKH (XURSHDQ EDQN V FULWLFDO YHQGRUV
30HDVH UHIHU WR VHFWLRQ OHWULFYV DQG 7DUJHWYV %DVHG RQ WKH PDWHULDOLW\ DVVHVVPHQW RI RXU
GLOLIJHQFH SURFHVVHYVY KDV EHHQ LGHQWLILHG

, QWHJUDWLQJ FOLPDWH UHODWHG ULWD QDRHPNYWY LOWR RYHUDOO ULVN

&OLPDWH UHODWHG ULVN KDV EHHQ LQFRUSRUDWHG LQWR ILQDQFLDO DQG QRQ ILODQFLDO ULVN PDQDJHF
UHSRUWLQJ DQG SURFHVVHV XVHG WR VXSSRUW ULVN LGHQWLILFDWLRQ DQG PDQDJIJHPHQW ZLWKLQ QHZ SUF
DERYH $OWKRXJK GHGLFDWHG SURFHVVHVY DQG WRROV KDYH EHHQ GHYHORSHG WR XQGHUVWDQG FOLPDWH
WKH (XURSHDQ EDQN DUH XVHG WR PDQDJH ULVN DW ERWK DQ LQGLYLGXDO H[SRVXUH OHYHO DQG LQ DJJUF
WUHDWHG HTXLYDOHQWO\ WR RWKHU ULVN GULYHUV DV UHIOHFWHG LQ UHOHYDQW SROLFLHVY 7KHVH SROLF|
ZLWKLQ DOO DSSOLFDEOH ULVN PDQDJHPHQW SURFHVVHV ZKLFK PD\ LQFOXGH WKRVH UHODWLQJ WR ULVN L
EDVHG DVVHVVPHQWY Rl FOLHQWY FRXQWHUSDUWLHV WKLUG SDUW\ SURYLGHUV DQG SDUWQHUV SURGXFW

7R VXSSRUW WKH LPSOHPHQWDWLRQ RI WKH &OLPDWH 5LVN )UDPHZRUN DQG HPEHG JRYHUQDQFH RYHUVL
SURYLGHG WR WKH %RDUG WKH ([&R PHPEHUV RI WKH (6* FRXQFLO DQG WR VHOHFW WHDPV DFURVYV DOO Wl
SURJUDP RXWOLQHG WKH ULVN PDQDJHPHQW UHTXLUHPHQWY DQG H[SODLQHG WKH LPSRUWDQFH RI FOLPDW
PDQDJHPHQW WRROV DYDLODEOH IRU LGHQWLI\LQJ DVVHVVLQJ DQG PDQDJLQJ FOLPDWH ULVNYV

,Q WR UDLVH DZDUHQHVV Rl FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV RQ QHZ EXVLQHVV D E
OHDUQLQJ DQG GHYHORSPHQW FKDQQHOV WR LQ VFRSH (XURSHDQ EDQN VWDII

,Q DGGLWLRQ WR UHLQIRUFH WKH HPEHGGHGQHVYV RI FOLPDWH DQG HQYLURQPHQWDO UHODWHG FRQVLGHUI
(6* DFWLYLWLHV WKH 5HPXQHUDWLRQ &RPPLWWHH DSSURYHG D &OLPDWH DQG (QYLURQPHQWDO 6XVWDLQ!
(XURSHDQ EDQN 7KH HYDOXDWLRQ RI WKLV JRDO LV SDUW RI WKH DQQXDO SHUIRUPDQFH UHYLHZ RI WKRVH
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~7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
OHWUDRNWDUJHWYV
OHWULFV XVHG E\ WKH RUJDQLVDWLRQ WR DVVHVV FOLPDWH UHODWHG ULVN RSSRUWXQLWLHV

$V GHVFULEHG LQ VHFWLRQ O5LVN ODQDJHPHQWx PRQLWRULQJ DQG UHSRUWLQJ DUH SULPDULO\ IRFXVHG
H[SRVXUHV ZLWK D SRWHQWLDOO\ KLJK ULVN WR SK\VLFDO DQG WUDQVLWLRQDO ULVNV DFURVV WLPH KRUL
DQG PRGHUDWH ULVN VHFWRUV EDVHG RQ WKH SRWHQWLDO LPSDFW RQ FDUERQ HPLVVLRQV FOLPDWH FKD
.5,V GHVFULEHG DERYH WDEOH ZH XVH ERWK DFWXDO DQG HVWLPDWHG GDWD 7KHUH DUH D QXPEHU RI
OLPLWDWLRQV UHODWLQJ WR JHRJUDSKLF VHFWRU DQG FRXQWHUSDUW\ GDWD $FFRUGLQJO\ WKH UHVXO\
OHYHOV ‘H FROWLQXH WR HQKDQFH GDWD PHDVXUHPHQW FDSDELOLWLHVY DQG DVVHVVPHQW PHWKRGRORJ

7KH IROORZLQJ GDVKERDUG WDEOH VKRZV SRWHQWLDO VRXUFHV RI HISRVXUH DV RI '"HFHPEHU

$JJUHIDWH OHYHOV RI ULVN DUH UHODWLYHO\ YHU\ ORZ 7KH (XURSHDQ EDQNxV H[SRVXUH WR VHFWRUV RU
UHSUHVHQWYV RI WKH (XURSHDQ EDQN V WRWDO FUHGLW H[SRVXUH 1R RSHUDWLRQDO ORVVHV UHODWI
KLIJKOLJKWYV D VPDOO QXPEHU RI FULWLFDO YHQGRUV ZKR SURYLGH VHUYLFHV IURP ORFDWLRQV WKDW PD
WKURXJK WKH YHQGRU ULVN PDQDJHPHQW SURFHVVY KRZHYHU EDVHG RQ WKH PDWHULDOLW\ DVVHVVPHQW
FRXUVH RI DFWLRQ RYHU DQG DERYH RXU H[LVWLQJ GXH GLOLJHQFH SURFHVVHV KDV EHHQ LGHQWLILHG $V
GXH GLOLJHQFH UDWKHU WKDQ EHLQJ LOQOWHQGHG WR LQGLFDWH PDWHULDO PDUJLQDO FKDQJHV LQ ULVN

7KH (XURSHDQ EDQN KDV GHILQHG FOLPDWH UHODWHG ULVNV DV ULVN GULYHUV LPSDFWLQJ WKH PDMRULW\
6WDWHPHQW LQFRUSRUDWHYV D GHGLFDWHG VHFWLRQ UHTXLULQJ DOO VWDII WR HQVXUH WKDW FOLPDWH UL’

$V WKH (XURSHDQ EDQN FRQVLGHUV FOLPDWH DQG HQYLURQPHQWDO UHODWHG ULVNV DV ULVN GULYHUV Q
SUHYHQW H[FHVVLYH RQ EDODQFH VKHHW H[SRVXUHV WR VHFWRUV RU JHRJUDSKLHVY WKDW PD\ EH VXEMHFV
VHWWLQJ RI WKH ULVN DSSHWLWH GRHV QRW LQYROYH WKH VHWWLQJ RI OLPLWY DQG DVVRFLDWHG WKUHVk
HYHQWY D FOLPDWH UHODWHG HYHQW FRXOG OHDG WR DQ LQFUHDVH LQ ULVN WKDW PD\ LQFUHDVH WKH FK
EDVLV HQVXULQJ WKDW ULVN FRQFHQWUDWLRQV DUH PLQLPLVHG DQG ULVN LV DFFHSWHG PRQLWRUHG D
FDWHJRU\ OHYHO DQG FDSWXUH WKH LPSDFWV RI DOO ULVN GULYHUV LQFOXGLQJ FOLPDWH HQYLURQPHQW
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7TDEOH 7KH (XURSHDQ EDQN 3RUWIROLR H[SRVXUH DQG 2SHUDWLRQDO 5LVN

$V DW 4

7RWDO ([SRMXUHV
([SRVXUHV WR +LJKHU DQG ORGHEDWH 601 FMARWRHQW 3RUWIROLRYV RI 7TRWDO
&UHGLW 5LVN /RDQV DQG 8QIXQGHG &RPPLWPHQWYV
(ISRVXUHV WR +LJK DQG ORGHUMRWHRRIDE® VHFWRUV

Rl ZKLFK +LJKHU ULVN

Rl ZKLFK ORGHUDWH ULVN
6RYHUHLJQ H[SRVXUHV WR +LJK DQG BRGRWDWH ULVN FRXQWULHV

Rl ZKLFK +LJK ULVN

Rl ZKLFK ORGHUDWH ULVN
&UHGLW :HLJKWHG $YHUDJH &DUERQ ,QWHQVLW\
&UHGLW 5LVN ,QYHVWPHQW 3RUWIROLR
(ISRVXUHV WR +LJK DQG ORGHUDWH ULVN VHRWRRWD@RUSRUDWH ERQGYV

RI ZKLFK +LJK ULVN

Rl ZKLFK ORGHUDWH ULVN
6RYHUHLJQ H[SRVXUHV WR +LJK DQG ORBHURWHBQILVN FRXQWULHV

Rl ZKLFK +LJK ULVN

Rl ZKLFK ORGHUDWH ULVN
. QYHVWPHQW SRUWIROLRXV :HLJKWHG $YHUDJH &DUERQ ,QWHQVLW\
2SHUDWLRQDO 5LVN )<
1XPEHU Rl ZHDWKHU UHODWHG HYHQWY UHFRUGHG
/RVVHV IURP ZHDWKHU UHODWHG HYHQWYV

$V DW 4

1XPEHU Rl 9HQGRUV UDWHG +LJK DQG ORGHUDWH 5LVN +LJKHU

ORGHUDWH

/HYHO RI ULVN DIWHU FRQVLGHULQJ WKH YHQGRU@YV UHVLOLHQFH 3K\VLFDO /RFDWLRQ 5LVN

T
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-7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
6FRSH DQG 6FRSH *UHHQKRXVH *DV (PLVVLRQV *+*
,Q WHUPV RI WKH HPLVVLRQV IURP RXU RZQ RSHUDWLRQV DQG WKH HQHUJ\ ZH EX\ RXU SDUHQW FRPSDC

PHDVXUHPHQW ,Q %1< OHOORQ VHW D 6FRSH DQG 6FRSH JUHHQKRXVH JDV HPLVVLRQV UHGXFWLRQ W
DQG WDUJHW DOLJQV ZLWK WKH 6FLHQFH %DVHG 7DUJHWV LQLWLDWLYH 6%7L PHWKR&RORUMH DLIQAR G PDW IC
%1< OHOORQ WDUJHWYVY DQG DFKLHYHPHQWY HEWHPHPRDWODEOH RQ WKH (QWHUSULVH (6*

7TDEOH EHORZ VKRZV 6FRSH DQG HPLVVLRQV IRU WKH (XURSHDQ EDQN EDVHG RQ WKH PHWKRGRORJ\ H[S

6XPPDU\ RI WKH (XURSHDQ EDQN HPLVVLRQV DQG PHWKRGRORJ\

$00 XQLWV LQ PHWULF WRQQHV RI FDUERQ GLR[LGH HTXLYDOHQW O0W&Z2 H I1RWHYV
7KH (XURSHDQ EDQN ©6FRSH

7KH (XURSHDQ EDQN 6FRSH

7KH (XURSHDQ EDQN 6XE WRWDO 6FRSH DQG 6FRSH HPLVVLRQV
&RYHUHG E\ 21IVHWYV

&RYHUHG E\ 5SHQHZDEOH (QHUJ\
7KH (XURSHDQ EDQN 7RWDO 6FRSH DQG 6FRSH HPLVVLRQV

7DEOH WKH (XURSHDQ EDQN V 6FRSH DQG 6FRSH *+* HPLVVLRQV
OHWKRGRORJ\

7KH HPLVVLRQV RI WKH (XURSHDQ EDQN ZHUH FDOFXODWHG XVLQJ %1< OHOORQ *OREDO 5HDO (VWDWH 6FF
RFFXSLHG VKDUH RI VTXDUH PHWHUV E\ WKH (XURSHDQ EDQN DW WKH LQGLYLGXDO EXLOGLQJ OHYHO 7KH F
WKH SURFHVYV RI EHLQJ WKLUG SDUW\ DXGLWHG )IXUWKSHERHWDLOV FDQ EH IRXQG LQ WKH (QWHUSULVH (6*

IRWHYV

7KH DERYH FDOFXODWLRQV DUH EDVHG RQ VTXDUH PHWHUV FXUUHQW DV RI 4 DQG LQFOXGH
/IX[HPERXUJ ,UHODQG ,WDO\ 6SDLQ DQG 7KH 1HWKHUODQGV

%DVHG RQ WKH PHWKRGRORJ\ WR GHULYH WKH VTXDUH PHWHUYV

O 7KH RIILFH VSDFH LQ 'HQPDUN ZDV QRW LQFOXGHG DV LW RSHUDWHYV DV D EUDQFK RI WKH (XUR
FXUUHQWO\ LQFOXGHG LQ WKH VFRSH RI WKLY FDOFXODWLRQ DV ZH FRQVLGHU WKHP 6FRSH HPLYV

O 7KH RIILFH VSDFH LQ $PVWHUGDP ZDV LQFOXGHG XQWLO 6HSWHPEHU JURP 2FWREHU R
RSHUDWHYVY WKURXJK D VHUYLFHG RIILFH 6HUYLFHG RIILFHY DUH QRW FXUUHQWO\ LQFOXGHG LQ W

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

7KH (XURSHDQ EDQNxV 6FRSH HPLVVLRQV LQFOXGH WKH FDOFXODWHG SURSRUWLRQDO VKDUH RI HPL
PHDVXUHG E\ WKH VTXDUH PHWHUV RFFXSLHG $OORFDWHG HPLVVLRQV IURP %1< OHOORQ *URXSxV GDW

7KH (XURSHDQ EDQNxV ORFDWLRQ EDVHG 6FRSH HPLVVLRQV DUH FDOFXODWHG EDVHG RQ WKH SURSR
QR LQIRUPDWLRQ LV DYDLODEOH HOHFWULFLW\ XVDJH LV HVWLPDWHG XVLQJ D QXPEHU VLPLODU WR %
GDWD FHQWUHYV DUH QRW LQFOXGHG L W¥!' VvV FDOFXODWLRQ

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

%1< OHOORQ KDV EHHQ FDUERQ QHXWUDO IRU LWV JOREDO GLUHFW 6FRSH LOQGLUHFW 6FRSH DQG 6
DSSURDFK IRU DFKLHYLQJ FDUERQ QHXWUDOLW\ LQFOXGHYV UHGXFLQJ HQHUJ\ XVH DQG UHODWHG
FDUERQ RIIVHWY WR FRPSHQVDWH IRU DQ\ UHPDLQLQJ HPLVVLRQV LQ WKH IRRWSULQW 5HQHZDEOH H(
(XURSHDQ EDQNxV ORFDWLRQV 7R FRPSHQVDWH IRU RSHUDWLRQDO HPLVVLRQV WKDW FDQQRW EH HOL
SXUFKDVHV FDUERQ RIITVHWY WKURXJK FOHDQ HQHUJ\ ILQDQFLQJ DQG FDUERQ VHTXHVWUDWLRQ LQLWIL
+HDW 5HFRYHU\ LQ ,QGLD KRXVHKROG VRODU LQ ,QGLD JUDVVODQG FRQVHUYDWLRQ LQ &RORPE
JOREDOO\

6FRSH *UHHQKRXVH *DV (PLVVLRQV *+*

$Q DVVHVVPHQW RI WKH VLIJQLILFDQFH DQG UHOHYDQFH RI WKH YDULRXV LQGLYLGXDO FDWHJRULHV RI 6FRS
ILQGLQJY DQG SODQ WR GLVFORVH IXUWKHU GHWDLOV DERXW WKHP DQG WKH DFWLRQV WKDW ZH ZLOO WDNIH

7DUJHWV WR PDQDJH FOLPDWH UHODWHG ULVNVY DQG RSSRUWXQLWLHV

$W &RUSRUDWH OHYHO %1< OHOORQ VHW RSHUDWLRQDO VXVWDLQDELOLW\ SHUIRUPDQFH WDUJHWYV LQ
WDUJHWYV %1< OHOORQ KDV GRQH VR E\ LQYHVWLQJ KHDYLO\ LQ RXU SK\VLFDO LQIUDVWUXFWXUH DGRSWLQ

7R FRQWULEXWH WR WKH DFKLHYHPHQW RI WKHVH WDUJHWY ZH KDYH XQGHUWDNHQ VHYHUDO LQLWLDWLYH\

a &RPPHUFLDO 5HDO (VWDWH PDNHV XS D ODUJH VKDUH RI RXU RSHUDWLRQDO IRRWSULQW DQG FRQVH"
LPSURYH ERWK RXU VXVWDLQDELOLW\ DQG HQDEOH D ZRUNLQJ HQYLURQPHQW WKDW LV PRUH SURGXFYV
ZRUNVSDFHV FRQWULEXWHV WR WKH ZHOOEHLQJ DQG SURGXFWLYLW\ RI RXU HPSOR\HHV DQG DIIHF\
&RQVLGHUDWLRQVY DUH D FRPSRQHQW WR RXU GXH GLOLJHQFH UHYLHZ SURFHVYV IRU HYDOXDWLQJ SR\
%UXVVHOV +HDGTXDUWHU WR D QHZ RIILFH DQG DQWLFLSDWH FHUWLILFDWLRQ WR %5(($0 ([FHOOHQW
VXJIJHVWYV WKDW WKH QHZ EXLOGLQJ PD\ EH PRUH WKDQ HQHUJ\ HIILFLHQW WKDQ WKH SUHYLRXV RIIL

a 7KH (XURSHDQ EDQN KDV DGRSWHG DQ H[FHSWLRQ RQO\ SULQW SROLF\ 7KH PRYHPHQW WRZDUG GLJL
GHFUHDVHG XVH RI SULQWHUYVY LQN FDUWULGJHY DQG HQHUJ\

a 7KH (XURSHDQ EDQN YLD LWV 6KDGRZ ([&R SURJUDP DQG LWV (QYLURQPHQWDO 6XVWDLQDELOLW\ $PE
&RUSRUDWH 7UDYHO DQG ([SHQVH 3ROLF\ ZLWK UHVSHFW WR WUDYHO RSWLRQV )OLJKWV YV 7UDLQV
WUDYHOOHUV VKRXOG DYRLG WR WKH H[WHQW SRVVLEOH IOLJKW URXWHV ,| WKH HQG WR HQG MRXUQH
7UDYHO DQG ([SHQVH 3ROLF\ KDV EHHQ JOREDOO\ UHOHDVHG DQG DGRSWHG E\ WKH (XURSHDQ EDQN L
SODQHW

a :H EXLOW DQ HPSOR\HH DFWLRQ JURXS FDOOHG WKH (QYLURQPHQWDO 6XVWDLQDELOLW\ $PEDVVDGRU\
DFWLRQV UHODWHG WR WKH LPSDFW RI KXPDQ DFWLYLW\ RQ HQYLURQPHQWDO VXVWDLQDELOLW\ :H'Y
FRUSRUDWH DQG WKHLU SHUVRQDO FDUERQ IRRWSULQW 7R WKDW HQG DV D GDWD GULYHQ EXVLQHVYV
DYDLODEOH WR DOO (XURSHDQ EDQN HPSOR\HHV

O $ %1< OHOORQ LQWHUQDO &DUERQ 'DVKERDUG WKDW SURYLGHV LQIRUPDWLRQ RQ FHUWDLQ 6FRSH
DV ZHOO DV SULQWLQJ 7KH &DUERQ 'DVKERDUG SURYLGHV ERWK FRUSRUDWH DQG LQGLYLGXDO Y|
EURDGHQ WKH SHUVSHFWLYH RI RXU FDUERQ IRRWSULQW DV D FRPSDQ\
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¥ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

O $ SHUVRQDO &DUERQ &DOFXODWRU ZH ODXQFKHG D VFLHQFH EDVHG &2 SHUVRQDO FDOFXODWRU
=HUR D 6RFLDO (QWHUSULVH DQG % &RUS EDVHG LQ WKH 8. ZKRVH PLVVLRQ LV WR KHOS SHRSOH
KDOYH HPLVVLRQV E\ DQG WKHQ KLW 1HW =HUR E\ 7R FXW HPLVVLRQV E\ PRVW LQGLYLC
Rl FDUERQ IURP WKHLU FDUERQ IRRWSULQW HYHU\ \HDU DQG WKH\ FDQ DFKLHYH WKLV E\ FKDQJLQ.
FDUERQ VDYLQJ WKDW VLWV ZLWK WKH (XURSHDQ EDQN HPSOR\HHVx SHUVRQDO DUHD DQG WKDW
WRRO SURSRVHV WR UHGXFH WKHLU SHUVRQDO FDUERQ IRRWSULQW DW KRPH RU LQ WKHLU FRPPX

a $GGLWLRQDO LQIRUPDWLRQ RQ WKH (QYLURQPHQWDO 6XVWDLQDELOLW\ $PEDVVDGRUVxXx LQLWLDWLYHYV |
$Q RYHUYLHZ RI WKH &RUSRUDWH *RDOV DQG KRZ WKH (XURSHDQ EDQN FRQWULEXWHV WR WKH DFKLHYHPHQ

&RUSRUDWH .3, V 7KH (XURSHDQ EDQN V FRQWULEXWLRQ

5HGXFH 6FRSH DQG 6FRSH *+* HPLVVLRQV E\ IURP D 7KHEODX\WUHR SHDW EREOXGLQIJHVWLPDWHG 6FRSH 6FRSH HPLVVLRQV DUH UHS
GDWD FHQWHUV LQ OLQH ZLWK PHWKRGRORJ\ GHYHORSHG E\ 6FLHQFH %DVHG 7DUJHWYV L(ELWLDWLYH

6%7L &RQWULEXWLRQ WR WKH JRDO YLD IROORZLQJ LQLWLDWLYHV 5HDO (VWDWH

NH\ FRPSRQHQW WR RXU GXH GLOLJHQFH UHYLHZ SURFHVV IRU HYDOXDWLQJ !
FRPSOHWHG RQH PDMRU PRYH RI RXU %UXVVHOV +HDGTXDUWHU WR D QHZ RII
(IFHOOHQW LQ $Q LQLWLDO HVWLPDWH EDVHG RQ WKH ILUVW TXDUWHU R
PRUH WKDQ HQHUJ\ HIILFLHQW  (PSOR\HH /HG ,QLWLDWLYHV $Q LQWHUQD
DYDLODEOH WR DOO HPSOR\HHVY WR XQGHUVWDQG RXU 6FRSH 6FRSH HPLV
ZD\V WR UHGXFH

0DLQWDLQ FDUERQ QHXWUDOLW\ FRPPLWPHQW )RU 6FRSH7KBIQXWBREBBHQ EDQWPYWALRQRDWHG 6FRSH 6FRSH DV ZHOO DUH UHSRUWH(
LQFOXGLQJ RXU GDWD FHQWHUV DV ZHOO DV 6FRSH EXWW QHVKHWLFAKYLHIY HPH@WLW@WKLYV JRDO 5HDO (VWDWH (QYLURQPHQWDO 6XV!
GLOLJHQFH SURFHVV IRU HYDOXDWLQJ SRWHQWLDO QHZ RIILFHV VSDFH (PS
ODXQFKHG DQG PDGH DYDLODEOH WR DOO HPSOR\HHV WR XQGHUVWDQG RXU |
RWKHU LQ ILQGLQJ ZD\V WR UHGXFH WKHP $GRSWLRQ Rl WKH JOREDO WUDY
H[WHQW SRVVLEOH IOLJKW URXWHV ,I| WKH HQG WR HQG MRXUQH\ GXUDWLRQ
"LYHUW RI RIILFH ZDVWH IURP ODQGILOOV 7KH (XURSHDQ EDQN DFKLHYHG ZDVWH GLYHUVLRQ UDWH

7DUJHW JHUR ZDVWH WR ODQGILOOV IRU WHFKQRORJ\ HTXUIHSPBQ@WDLQ D QR ODQGILOO SKLORVRSK\ IRU HQG XVHU WHFKQRORJ\ ZDVWH

$FKLHYH SDSHU QHXWUDOLW\ LQ WKH 8 6 DQG ,QGLD "1RWKHXMORRRLYHWYLWLDWLYHY FRQWULEXWH WR WKH DFKLHYHPHQW RI WKLV

ZLWK WKH *URXS (PSOR\HH /HG ,QLWLDWLYHV &DUERQ 'DVKERDUG RQ 3ULQYV
LQIRUPHG GHFLVLRQV DQG FKDQJH WKHLU EHKDYLRXUV
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$UWLFOH &55 ,, ([SRVXUHV WR FUHGLW ULVN DQG GLO>

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 'HFHPEHU

SHUIRUPLQJ H[SRVXUHV E\ FRXQ@WHIRDRLWVI H[SRVXUHV E\ FRXQWF
DWHFHPEHU DW 'HFHPEHU

7KH FKDUWV RQ WKLV SDJH UHSUHVHQW FDUU\LQJ YDOXHV RI ORDQV DQG DGYDQFHV DQG GHI
RWKHU GHPDQG GHSRVLWYV
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"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 7KH (XURSHDQ EDQN SURYLGHV VLJQLILFDQW LQWUDGD\ FUHGLW IDFI|
VHWWOLQJ LQ D ZLGH YDULHW\ RI JOREDO PDUNHWYV 7KHVH IDFLO
XQFRPPLWWHG $OWKRXJK HQG RI GD\ EDODQFHVY RYHUGUDIWYV DUH
HIWHQVLYH DOEHLW VSUHDG DFURVV D YHU\ ZLGH SRUWIROLR RI FOLI

a &0OLHQW RYHUGUDIWY DQG FRQWUDFWXDO FDVK RQ IDLOLQJ VHFXULWI
WUDGH VDOHV SXUFKDVHV ); DQG SD\PHQW DFWLYLW\ HWF

a 30DFHPHQW WR FHQWUDO EDQNV PRQH\ PDUNHW DQG UHYHUVH UH
EDQN LQ SODFLQJ IXQGV ZLWK EDQNV IRU D IL[HG WHUP RU RYHUQLJ}
WKURXJK WKH SXUFKDVH RI FHUWLILFDWHY RI GHSRVLWYV LVVXHG E\ W

a4 ,QYHVWPHQW LQ VHFXULWLHV JRYHUQPHQW HTXLYDOHQW RU JXDUD
DQG 0%6 7KH (XURSHDQ EDQN KDV D ODUJH VHFXULWLHVY SRUWIROLF
FRQWH[W Rl WKH QHJDWLYH LQWHUHVW UDWH HQYLURQPHQW ZKHUH
WKH FRVW RI SODFHPHQWYV LQ FHQWUDO EDQNV DQG WR GH FRQFHQ)
OHOORQ 2YHU WLPH QH[W WR WKH LQLWLDO VRYHUHLJQ DVVHW FOD
DVVHW FODVVHV VRYHUHLJQ DJHQFLHV FRYHUHG DQG FRUSRUDWH
LQYHVWLQJ LQ KLJK TXDOLW\ PRUWJDJH EDFNHG VHFXULWLHV LQ WKH
WKH (XURSHDQ EDQN GLYHVWHG LWV FRUSRUDWH ERQG SRUWIROLR

a ,QWHUFRPSDQ\ H[SRVXUH RYHUGUDIWYV QRVWUR EDODQFHYV SOD
UHFHLYDEOHYV

a 'HULYDWLYHV LQ WKH WUDGLQJ ERRN ); IRUZDUGYVY VZDSV DQG RSWL
FRPLQJ IURP WKH ); FOLHQW DFWLYLW\

4 ,QWHUHVW UDWH VZDSV ZLWK %1< OHOORQ ,QVWLWXWLRQDO %DQN LQ
EDQNxV VHFXULWLHVx SRUWIROLR

a 5LHVYWHU JXDUDQWHH &,8 $ JXDUDQWHH XQGHUZULWWHQ WR *HUPDC
ULVN RI WKH SRUWIROLR

&UHGLW ULVN PDQDJHPHQW IUDPHZRUN

$W WKH RXWVHW RI D QHZ DJHQW EDQN WUDGLQJ FRXQWHUSDUW RU FXV
EXVLQHVY 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 SURFHVYV 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 UROHYVY DQG UHVSRQ\
W\ASH RI DFWLYLW\
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&UHGLW ULVN PDQDJHPHQW

&UHGLW ULVN LQFOXGLQJ PHWULFV EUHDFKHV DQG RXWSXW LV HITHFWL)

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

a IRU FXVWRG\ FOLHQWYV OLPLWY DUH FDOFXODWHG DV D SHUFHQWDJI
&XVWRG\ $JUHHPHQW *&$ SURYLGHG WKH EDQN ZLWK D FRQWUDFW.
D FXVWRGLDO OLHQ RQ WKH DVVHWY KHOG ZLWK ULJKW RI UHWHQWLR

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

a LQ VRPH LQVWDQFHV WKH SURYLVLRQ RI LQWUDGD\ FUHGLW FDQ OH|
WXUQ FRXOG FRQWULEXWH WR D ODUJH H[SRVXUH EUHDFK 7R PLWLJ
&55 ,, DUW h F UQH[W EXVLQHVV GD\ H[FOXVLRQVU 7KRXJK OLHQ
FRQWUDFW LV FRQVLGHUHG WR EHLQJ HIIHFWLYH HFRQRPLF ULVN F
UHJXODWRU\ ULVN PLWLJDWLRQ :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 HQWHUSULVH 5HODWLRQVKLSYV ZLWK DQG
%1< OHOORQ 7KH (XURSHDQ EDQN V FRXQWHUSDUW\ EDQN OLPLWV D
OLPLWY DSSURYHG E\ WKH SDUHQW

7KH PHWULFV VXSSRUWLQJ WKH PDQDJHPHQW RI &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\VWHP ,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
SURFHGXUHYVY VXSSRUWHG E\ D GHWDLOHG 6/' WR HQVXUH (XURSHDQ EDQN F

a &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

o
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a DSSURYDOV IRU H[FHVVHVY 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 2IILFHUxV DSSURYDO OLPLW LW LV HVFDODWHG WR D PR
B3ROLF\ 7KH RXWVRXUFLQJ RI FUHGLW UHVSRQVLELOLW\ WR &UHGLW
BROLF\ 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 YDULRXYVY PDQDJHPHQW FRPPLWWHHYV

$QDO\WLV 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 Rl FRPPLWPHQWY DQG FRQWLQJHQW H[SRVXUHYV
H[SRVXUH LQ WKLV FRQWH[W PD\ GLIIHU IURP VWDWXWRU\ ,)56 DFFRXC

a ([SRVXUHV LQ 'HIDXOW ([SRWWUGH¥HLQ 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 OLWLIJDWIRQLQ&%0 DV D WHFKQLTXH WR UHGXFH WKH F
H[SRVXUH E\ DSSOLFDWLRQ RI FUHGLW ULVN PLWLJDQWY VXFK DV FRO

a JHRJUDSKLEWEBWHG RQ WKH FRXQWU\ ORFDWLRQ RI WKH FRXQWHUSD
a UHVLGXDO PADWXMWILWHG 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\ RI DPRXQWYV SUHYLRXVO
WKH (XURSHDQ EDQN GLG QRW FDUU\ DQ\ H[SRVXUHV FRQVLGHUHG IRUER
FRQVHTXHQWO\ GLG QRW REWDLQ DQ\ FROODWHUDO WKURXJK WDNLQJ SR
ORDQV DQG DGYDQFHV WR QRQ ILQDQFLDO FRUSRUDWLRQYV

o
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&RQVHTXHQWO\ WKH IROORZLQJ WDEOHY KDYH QR UHSRUWDEOH YDOXHV D

a

m) m» m) m/ QJ) m) m)

5LVN

(8
(8
(8
(8
(8
(8
(8
(8

&4
&4
&4
&4
&4
&4
&5

&UHGLW TXDOLW\ RI IRUERUQH H[SRVXUHYV

4XDOLW\ Rl IRUEHDUDQFH

&UHGLW TXDOLW\ RI ORDQV DQG DGYDQFHV WR QRQ ILQDQFLDO
&ROODWHUDO YDOXDWLRQ ORDQV DQG DGYDQFHYV
&ROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ DQG H[HFXWL
&ROODWHUDO REWDLQHG E\ WDNLQJ SRVVHVVLRQ DQG H[HFXWL
&KDQJHV LQ WKH VWRFN RI QRQ SHUIRUPLQJ ORDQV DQG DGYD(

&5 $ &KDQJHV LQ WKH VWRFN RI QRQ SHUIRUPLQJ ORDQV DQG DC
UHFRYHULHYV

4
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““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 &4 &UHGLW TXDOLW\ RI SHUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV E\ SDVW GXH GD\V

7KLV WDEOH LOOXVWUDWHY WKH (XURSHDQ EDQN V SHUIRUPLQJ DQG QRQ SHUIRUPLQJ FHQWUDO EDQN GHS
RIl EDODQFH VKHHW LWHPV 7KH (XURSHDQ EDQN GLG QRW KDYH DQ\ QRQ SHUIRUPLQJ H[SRVXUHV DW WKH G

*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW
3HUIRUPLQJ H[SRVXUHV 1RQ SHUIRUPLQJ H[SRVXUF
1RW SOVW SRS WA
GXH RU SDY¥YBWW GXH ! QRW SDVW GXBIVW [GXH3DVW [GXH3DVW |[GXH3DVW |GXH3DVW |GXH
$W '"HFHPEHU GXH 8 GD\V 8 RU DUH| SDVW GDI|V ! GDJV ! \HDU 8! \HDUV 8 \HDUV 83DVW GXH 121 ZKLFK
P GD\V GD\V GXH 8 GD\@ GD\V 8 \HpU \HDUV \HDUV \HDUV \HDUV GHIDXOWHG
&DVK EDODQFHV DW FHQWUDO EDQNV i ] i i ] i i i i ]
DQG RWKHU GHPDQG GHSRVLWYV o) le] o] o] o] le] o] o] o] o]
/RDQV DQG DGYDQFHV o] le] o] o] o] o] (o] o] o] (o]
&HQWUDO EDQNV ) 0o ) o) ¢] ) o) o l¢] o] o] l¢]
*HQHUDO JRYHUQPHQWYV o) o o le) o l¢] l¢) o o) o
&UHGLW LQVWLWXWLRQV o] o] o] o] o] o) o] o] o] o]
2WKHU ILQDQFLDO FRUSRUDWLRQV ) o) o) o) 6] o o) o) ) o)
1RQ ILQDQFLDO FRUSRUDWLRQV o) le] o] o) o] le] le] o] o) le]
21 ZKLFK 60(V o] o] o) le] o] o) o] o] o] o] o) le]
+RXVHKROGV o] o] o) le] o] o] o] le] o] (o] o o]
'"HEW VHFXULWLHV o] le] o] o] o] o] o] o] o] (o]
&HQWUDO EDQNV ) 0o ) o) ¢] ) o) o l¢] o] o] l¢]
*HQHUDO JRYHUQPHQWYV o) o o le) o l¢] l¢) o o) o
&UHGLW LQVWLWXWLRQV o] o] o] o] o] o) o] o] o] o]
2WKHU ILQDQFLDO FRUSRUDWLRQV ) o) o) o) 6] o o) o) ) o)
1RQ ILQDQFLDO FRUSRUDWLRQV o) le] o] o) o] le] le] o] o) le]
21l EDODQFH VKHHW H[SRVXUHV le] le]
&HQWUDO EDQNV o] o] o]
*HQHUDO JRYHUQPHQWV o) o) o]
&UHGLW LQVWLWXWLRQV O o] l¢]
2WKHU ILQDQFLDO FRUSRUDWLRQV o o
1RQ ILQDQFLDO FRUSRUDWIORQV o] o]
+RXVHKROGYV o] o] o]
7RWDO o) le] o] o) o] le] le] o] o) le]
g
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7

DEOH

(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

$W
P

"HFHPEHU

7KH WDEOH GRHVY QRW LQFOXGH SODFHPHQWY DW FHQWUDO

*URVV FDUU\LQJ 1RPLQDO DPR

X QW
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D Rl ZKL
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2Q0 EDODQFH VKHHW H[SRVXUHV 6 6) 6)
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&DQDGD
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&\SUXV

"HQPDUN

JLQODQG
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*HUPDQ\
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LUHODQG

-DSDQ

_RUHD 5HSXEOLF 21
IX[HPERXUJ
0DOD\VLD

0DOWD
1HWKHUODQGYV
1RUZD\

2WKHU &RXQWULHV
3RODQG
6LQJDSRUH

6SDLQ

6ZHGHQ
6ZLW]HUODQG
8QLWHG .LQJGRP
8QLWHG 6WDWHYV
211 EDODQFH VKHHW H[SRVXUHV
*HUPDQ\

7RWDO
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O

1RWH 2WKHU FRXQWULHV LQFOXGHV PXOWLODWHUDO GHYHORSPHQW EDQNVY DQG LQWHUQDWLRQDO RUJD(

7TDEOH (8 &5 $ ODWXULW\ RI H[SRVXUHYV
7KLV WDEOH VKRZV WKH FDUU\LQJ YDOXH RI WKH (XURSHDQ EDQN V RQ D

VHFXULW\ H[SRVXUHV E\ PDWXULW\ KRUL]JRQ &DVK SODFHPHQWV DW FHC(
HIFOXGHG
1HW H[SRVXUH YDOXH
$W '"HFHPEHU I \HDU 1R VWDWHG
P 2Q GHPDQG \HDU \HDUV ! \HDUV PDWXULW\ 7RWDO
/RDQV DQG DGYDQFHV o] o]
"HEW VHFXULWLHYV o] o]
7RWDO
\~
2
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““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7TDEOH (8 &5 3HUIRUPLQJ DQG QRQ SHUIRUPLQJ H[SRVXUHV DQG UHODWHG SURYLVLRQV

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V RQ EDODQFH VKHHW ORDQV DGYDQFHV DQG GHEW VHFXULWLHV
QRQ SHUIRUPLQJ VWDWXV ZLWK DQ DSSURSULDWH (&/ LPSDLUPHQW FODVVLILFDWLRQ ZKHUH DSSOLFDEOH
UHFHLYHG

&ROODWHUDO DQG ILQD!
*URVV FDUU\LQJ DPRXQW QRPLQDO DPRXQW JXDUDQWHHYV UHFHLYF
1RQ SHUIRUPLQJ H[SRVXUHV|O

3HUIRUPLQJ H[SIRVXUBFFRPXODWHG LPSDLUPHQW
DFFXPXODWHG LPSPDEFNRXODRG G QHIDWLYH FKDQJHV

3HUIRUPLQJ H[SRVXRE@VWSHUIRUPLQJ H[SRVXUHV SURYLVLRQV LQ IDLUIGRRXExopbWHG 20 20 QRO
$W '"HFHPEHU 21 ZKLIFRI ZKL|FK 21 ZKLIFEI ZKL[FK 21 ZKL|FRI ZKLJFK 21 ZKLIFEI ZKLFISDUWLDO BBIWRUPLHUIRUPLQJ
P VWDJH VWD JH VWDJH VWD JH VWDJH VWD JH VWDJH VWD JH RIIll. HISRVX[UHW[SRVXUHV
&DVK EDODQFHV DW FHQWUDO EDQNYV DQG RWKHU 3 3 3 i 3 3 ] ) )
GHPDQG GHSRVLWYV o o] o] o o o o] o] o]
/RDQV DQG DGYDQFHV o o o o] o o o o o] o]
&HQWUDO EDQNV o o o o o] o] o] o o o o o o] o] o]
*HQHUDO JRYHUQPHQWYV o o} o] o] o o o o} o] o] o]
&UHGLW LQVWLWXWLRQV o ¢] e] 0o ) ) o o] l¢] le] le]
2WKHU ILQDQFLDO FRUSRUDWLRQV o] o] o] o] o] o] le] o] o] o]
1RQ ILQDQFLDO FRUSRUDWLRQV o] o} o} o} o] o} o o o] o} o o] o]
21 ZKLFK 60(V o] o] o) o] (o] o] o] o] o] o o) o] o] o] o]
+RXVHKROGV o] 0o o o] o] ¢] ¢] o o] o] o o] (¢] ¢] ¢]
"HEW VHFXULWLHV o o o o] o o o o o] o]
&HQWUDO EDQNV o o o o o] o] o] o o o o o o] o] o]
*HQHUDO JRYHUQPHQWYV o o} o] o] o o o o} o] o]
&UHGLW LQVWLWXWLRQV o ¢] e] 0o ) ) o o] l¢] le]
2WKHU ILQDQFLDO FRUSRUDWLRQV o] o] o] o] o] o] le] o] o] o]
1RQ ILQDQFLDO FRUSRUDWLRQV o o o] o] o] o o o o] o]
211 EDODQFH VKHHW H[SRVXUHV o) o] (o] o] o] o] o] o o) o] o] o]
&HQWUDO EDQNYV o) o) o o o) 6] o) o) o) ) o o o) o)
*HQHUDO JRYHUQPHQWYV o o o o o o] o] o o o o o o] o]
&UHGLW LQVWLWXWLRQV o o o o o] o] o] o o o o o o] o]
2WKHU ILQDQFLDO FRUSRUDWLRQV o o} o] o] o] o o o o o} o] o]
1RQ ILQDQFLDO FRUSRUDWLRQV O o] o] o] o] o] o] o] o] o] l¢] o] (o] (o]
+RXVHKROGV ] o ] o] o] o] 0o o ] o] [¢] o] o o
7RWDO o o] o] o] o] o] o o o o] o]
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"7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, &RXQWHUF\FOLFDO FDSLWDO EXIIHUV

7KHVH WDEOHV JLYH DQ RYHUYLHZ RI WKH JHRJUDSKLFDO GLVWULEXWLRQ RI SULYDWH VHFWRU FUHGLW HIS
EXIIHU JRU WKLV SXUSRVH WKH (XURSHDQ EDQN FODVVHV LWV JHRJUDSKLFDO H[SRVXUHV LQ OLQH ZLWK
ZKHUH WKH H[SRVXUH KDV EHHQ ERRNHG

7TDEOH (8 &&<% *HRJUDSKLFDO GLVWULEXWLRQ RI FUHGLW H[SRVXUHVY UHOHYDQW IRU WKH FDOFXODWL

7KH (XURSHDQ EDQN KDV H[SRVXUHV WR WKH IROORZLQJ FRXQWULHY UHOHYDQW WR WKH FDOFXODWLRQ RI
H[SRVXUHV ZKLFK GR QRW KDYH D GRPHVWLF FRXQWHHREBUFDO EXIIHU UDWH LQ SODFH DV DW

*HQHUDO FUHGL IiFSORHVYXDUQHV:I/OFDUUHNGHL UHL[erJWXUHV © 22Q IXQG UHTXLUHPHQWYV
6XDPQZ|VOKRRQUJV\BDOX-I RI 5HOHYDQW UHZTZX?_JEESQWV
(ISRVX|[UH ([SRVXJUHSRVLWLRQWURIGLQJ 6EHFRN LW LVDW LR SHOHYD/HWXULWLVDWLRQ 5LV JHLIkW
YDOXH'DOXH ¥QWHDGLQJH[BRNXUHV IRFHJSRVXUH 7RWDO 5HOHYDQW FUHGLWSRVLWLRQV ZHLIJKWHG ¥RXQWHUF\FOLFDO
$W "HFHPEHU VWDQGDUGLVM&EH |FHHPSRVXUHV IRLWQWHUQDIOXH |QRBRVXUHFUHGLW HLYRVXUHVQ®RQ WUDGLQJ H[SRVXUH EXIIHU UDWH
P DSSURDFK DSSUR|DFK 6% PRGHOWNWUDGLQJ ERRNDOXHH[SRVXJUHYDUNHW ULVNERR|N 7TRWDD®PRXQWYV
%UHDNGRZQ E\ FRXQWU\
"HQPDUN o) o] o] o] o) o]
+RQJ .RQJ o] o] o o] o] o] o]
IX[HPERXUJ ) 0o o o) o] o]
1RUZD\ o o l¢] le) o o
6ZHGHQ o) o l¢] le) o) o
8QLWHG .LQJGRP o) o] le] o) o]
2WKHU FRXQWULHV o) 6] o o) o)
7RWDO o) l¢] o o)
&DOFXODWHG ZLWK XQ URXQGHG ILIXUHV IRU FDVWLQJ SXUSRVHV

7TDEOH (8 &&<% $PRXQW RI LQVWLWXWLRQ VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU

s$W '"HFHPEHU
p

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

BNY MELLON
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$UWLFOH &55 ,, 8VH RI WKH 6WDQGDUGLVHG $SSURDFK
6WDQGDUGLVHG QHW FUHGLW H[SRVXUH E\ 6WDQGDUC
FRXQWHUSBBWR BN FRXQWHUSDUMRHPWEHU

1RWH

0'% OXOWLODWHUDO GHYHORSPHQW %DQNV

36( 3XEOLF VHFWRU HQWLWLHYV

5%/% 5HJLRQDO JRYHUQPHQWY ORFDO DXWKRULWLHYV

&,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

7KH (XURSHDQ EDQN XVHV &UHGLW 4XDOLW\ 6WHSV &46 WR FDOFXODWH
(DFK &46 PDSV WR WKH (&%$,Vvx FUHGLW DVVHVVPHQWYVY (&%, ULVN DVVHVVP
DFFRUGDQFH ZLWK WKH UHJXODWLRQV LQVWLWXWLRQV ZLWK D UHVLGXD

IXQGHG LQ WKH QDWLRQDO FXUUHQF\ RI WKH ERUURZHU VKDOO EH DVVLJC
ZHLJKW RI PRUH WKDQ WKUHH PRQWKYV

< o
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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

(ISRVXUHV EHIRUH &&S®QPAHV SRVW &&) DQG

&50 &50 5:$V DQG 5:3V GHQVLW\
2Q EDOD@AHEDODQFHEDOD@AHEDODQFH
$W '"HFHPEHU VKHHW  VKHHW  VKHHW  VKHHW 5:($
P DPRX/QW DPRX/QW DPRXQW DPRXQW 5:($| GHQVLW\
&HQWUDO JRYHUQPHQWY RU FHQWUDO EDQNYV o) o)
5HJLRQDO JRYHUQPHQW RU ORFDO DXWKRULWLHV o) o)
3XEOLF VHFWRU HQWLWLHYV o] o]
OXOWLODWHUDO GHYHORSPHQW EDQNV o o o o]
,QWHUQDWLRQDO RUJDQLVDWLRQV o] o] o] o]
L QVWLWXWLRQV le) le)
&RUSRUDWHYV
5HWDLO o] o] o] o] o] o]
6HFXUHG E\ PRUWJDJHY RQ LPPRYDEOH SURSHWOW\ o) o) o) o) )
([SRVXUHV LQ GHIDXOW o) o) o) o) o) o)
([SRVXUHV DVVRFLDWHG ZLWK SDUWLFXODUO\ BLJK ULVN o] o] o] o]
&RYHUHG ERQGYV ) o]
,QVWLWXWLRQV DQG FRUSRUDWHV ZLWK D VKROW WHUP GUHGLW BDVVHVVPHRW o] o]
&ROOHFWLYH LQYHVWPHQW XQGHUWDNLQJV le) le)
(TXLW\ o) o)
2WKHU LWHPV o] o]
7RWDO
g
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7TDEOH (8 &5 6WDQGDUGLVHG DSSURDEFK

7KLY WDEOH VKRZV WKH EUHDNGRZQ RI WKH (XURSHDQ EDQN V RQ DQG RIIl EDODQFH VKHHW H[SRVXUHV
FRQYHUVLRQ IDFWRUV DQG ULVN PLWLIJDWLRQ WHFKQLTXHV

$W 'HFHPEHU S5LVN ZHLJKW
P | | | | | | | | | 2WKHUV7RWDEBQUDWHG

&HQWUDO JRYHUQPHQWY RU FHQWUD® EDQN® o ) o) o) o) 6] 6] o ) o) o)
5HIJLRQDO JRYHUQPHQW RU ORFDO DX&WKRULWLHV O o) o) o) o] o] o] o] ] o) o) le]
3XEOLF VHFWRU HQWLWLHYV (o] o] o] o] o] o] o] o] o] o] o o] o]
OXOWLODWHUDO GHYHORSPHQW EDQNY 0o 0o o ) ) ) 0o o) 0o 0o ] o] o] o]
,QWHUQDWLRQDO RUJDQLVDWLRQV (o] o] o] o] o] o] o] (o] (o] o] o] o] o] o] o]
L QVWLWXWLRQV o o o o o) le) o) o o o) le) o
&RUSRUDWHYV o o o o o) o) le) o o o) o)
5HWDLO o] o] (o] o] o) o o] o] o] o] o] o] o) o) o] o] o]
6HFXUHG E\ PRUWJDJHV RQ LPPRYDEOH )
SURSHUW\ o o o] o] l¢] o) o) o) o) o] o] o] le] o) o) o) le]
([SRVXUHV LQ GHIDXOW o] o] o] (o] o) o] o] o] o] o] o] (o] o) o] o] o] o]
(ISRVXUHV DVVRFLDWHG ZLWK SDUWLFXODUOQ\
KLJK ULVN l¢) o] o o] le] o) o) o) le] le] o] o] le] o) o) o) le]
&RYHUHG ERQGYV o] o] o] ] o) o) o) o] o] o] o] ] o) o) le]
,QVWLWXWLRQV DQG FRUSRUDWHYV ZLWK D VKRUW i i i i ] ) 3 i i
WHUP FUHGLW DVVHVVPHQW le) o o] o] ] o) o) o) o] o] o] o] ] o) o) o] le]
&ROOHFWLYH LQYHVWPHQW XQGHUWDMNLQJIV O 0o o ) o) o) o) o) 0o o] o]
(TXLW\ o] o] o] (o] o o) o] o] o] o] o] ] o] o]
2WKHU LWHPV ¢] ¢] ¢] o] o] ] [e] e] ¢] ] 0] o]
7RWDO o o o) le) le) o le)

g
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$SUWLFOH &55 ,, 8VH RI FUHGLW ULVN PLWLJDWLRQ WHI

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

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\
HTXLWLHY DQG GHEW VHFXULWLHYV 7KH (XURSHDQ EDQN DOVR KDV WKH L
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 VRYHUHL:

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

7TDEOH (8 &5 &50 WHFKQLTXHV RYHUYLHZ 'LVFORVXUH RI WKH
WHFKQLTXHV

7KLV WDEOH VKRZV WKH HIWHQW 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 DPRXC

21 ZKLFK VH|FXIUHAIGLFK VHFXUHG

$W "HFHPEHU 8QVHFXUHG 21 ZKLFK VHFXUHB\ ILQDOFLDO E\ FUHGLW
P FDUU\LQJ OPRXQW E\ FROOPWHUDXDUDQWHHVGHULYDWLYHV
/RDQV DQG DGYDQFHYV o) o] o) le)
"HEW VHFXULWLHYV o]
7RWDO o] o]
21 ZKLFK QRQ SHUIRUPLQJ H[SRVXUHV O o] o] o] o)
(8 21 ZKLFK GHIDXOWHG o] o]

7KH DPRXQW VHFXUHG DW \HDU HQG UHODWHYV WR ILQDQFLDO JXDUDQWH
LOQVWLWXWLRQV FHQWUDO JRYHUQPHQWY DQG RWKHU ILQDQFLDO FRUS
FRQVLGHUHG IRU GLVFORVXUH

7TKHUH DUH QR H[SRVXUHV FRYHUHG BEFHPHEGILW SHQLY DXODLYHYWIHHY KDV W
UHSODFLQJ WKH ULVN ZHLJKW RI WKH XQGHUOLQJ H[SRVXUH ZLWK WKDW
*XDUDQWRUV DUH SULPDULO\ UDWHG DV LQYHVWPHQW JUDGH

"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 Rl 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 FRXQWHUSDUWLHYV DV ZHOO DV WKH GHSRVLW VSUHDG LW DO
OLNHO\ WR GHIDXOW

,Q DGGLWLRQ WR HQVXUH FRPSOLDQFH ZLWK WKH /DUJH ([SRVXUHV DQG |

&UHGLW 3ROLF\ OLPLWYV *URXS &UHGLW 5LVN DSSURYDO WR PLOOLRQ S
PDUNHW SODFHPHQWYV WR PLOOLRQ WKHUHE\ HQVXULQJ WKDW H[SRVXU
FDSLWDO LQ OLQH ZLWK $UWLFOH DV DPHQGHG E\ &55 ,,

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

&ERXQWHUSDUW\ FUHGLW ULVN LV WKH ULVN RI D FRXQWHUSDUW\ WR D FRQ
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
GHULYDWIHMHWURW FRXQWHUSDUWLHYV

&RQVHTXHQWO\ WKH IROORZLQJ WDEOH KDV QR UHSRUWDEOH YDOXHV DQG
a (8 &&5 &UHGLW GHULYDWLYHV H[SRVXUHV
a (8 &&5 ([SRVXUHV WR &&3V

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

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

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

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

$0S
XVHG
3RWH FRPSX
IXW UHJXO| ([SRVY ([SRV
$W '"HFHPEHU 5HSODFF H[SRV H[SRV| YDOXH YyDQ ([SRV
P FRVW 3)( ((3( YD &50 SRVW YyDd 5:($
(8 (8 2ULJLQDO ([SRVXUH OHWKRG IRU GHUIOYDWLY® YV o] o] o] o]
(8 (8 6LPSOLILHG 6% &&5 IRU GHULYDWLYHVO o] o o o le]
6$ &&5 IRU GHULYDWLYHV
,00 IRU GHULYDWLYHV DQG 6)7V o) o) o o) o) o)
D 21 ZKLFK VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV QHWWLQJ VHWV o o o o
21 ZKLFK GHULYDWLYHV DQG ORQJ VHWWOHPHQW WUDQVDFWLRQV 3 i
E QHWWLQJ VHWV e} o o o o
F 21 ZKLFK IURP FRQWUDFWXDO FURVV SURGXFW QHWWLQJ VHWV o o o o]
JLQDQFLDO FROODWHUDO VLPSOH PHWKRG IRU 6)7V o] o] o] o]
JLQDQFLDO FROODWHUDO FRPSUHKHQVLYH PHWKRG IRU 6)7V o]
9D5 IRU 6)7V o o o o

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

7TDEOH (8 &&5 6WDQGDUGLVHG DSSURDFK O &&5 H[SRVXUHV E\ UHJXODWRU\ H[SRVXUH FODVV DQG ULV

7KH WDEOH EHORZ VKRZV WKH (XURSHDQ EDQN V &RQVROLGDWHG GHULYDWLYH DQG 6)7 H[SRVXUHV VXEMH
ULVN ZHLIJKWYV XQGHU WKH 6% &&5 DSSURDFK

7RV
$W "HFHPEHU H[SRV
P 2WKHUV YDC
&HQWUDO JRYHUQPHQWYV RU FHQWUDO EDQNV o] ] l¢] o] o] o] o] o] o] l¢]
S5HJLRQDO JRYHUQPHQW RU ORFDO DXWKRULWALHV ) o o) ¢] ) o 0o ) o

3XEOLF VHFWRU HQWLWLHYV o o} o] o} o} o} o o] o} o o] o]
OXOWLODWHUDO GHYHORSPHQW EDQNV o] o] o) o] o (o] o] o) o] o] o) o]
,QWHUQDWLRQDO RUJDQLVDWLRQV o) o) o o) o) o) [e) o o) o) o 6]
,QVWLWXWLRQV o o o o] o o o o
&RUSRUDWHV o} o o o] o o o o o
5HWDLO o] o o (o] o o] o o o] o o o]
,QVWLWXWLRQV DQG FRUSRUDWHV ZLWK D VKRUW WHQP FUHGQW DVVH&VPHQW O o] o] o] o] o] o] o]
2WKHU LWHPV o] o] ] ¢] o] o] ¢] ] o] o] [¢] o]
7RWDO H[SRVXUH YDOXH o] le] o] o] o o o
7DEOH (8 &&5 &RPSRVLWLRQ RI FROODWHUDO IRU &&5 H[SRVXUHV

7KLY WDEOH SURYLGHYVY DQ RYHUYLHZ RI WKH FROODWHUDO KHOG RQ H[SRVXUHV VXEMHFW WR FRXQWHUSDU

&ROODWHUDO XVHG LQ GHULYDWLYH WUDQVDFWLRQV &ROODWHUDO XVHG LQ 6
sW "HEHPEHU )DLU YDOXH RI FROODWHUDLQ WHRHH RG SRV WH G CAIRD DO BO FRO OD W H UDLQJ WHDFOHIHY IRG SRVWHG FROC
P 6HJUHJL1>WBQVHJUH DWHGCHJUHJ[I)WBQVHJUH DWHS(HJUHJd)WBQVHJUH DWI—BCHJUHJd)WBQVHJUHJDWHG
&DVK O GRPHVWLF FXUUHQF\ o] le] (o] o] o]
&DVK O RWKHU FXUUHQFLHV o] o) o] o] o] o]
'RPHVWLF VRYHUHLJQ GHEW o) o o o) 6] o) o) o)
2WKHU VRYHUHLJQ GHEW o) l¢] le] o] o o]
*RYHUQPHQW DJHQF\ GHEW o) le] ] o] o] le] o] o)
&RUSRUDWH ERQGYV o) o] ] (o] o] o] o] o]
(TXLW\ VHFXULWLHV o] le] [e] o] o] o ¢} ¢}
2WKHU FROODWHUDO [e}Ne) o] o] ¢] (¢] e] o]
7RWDO le) o o o le)

g

BNY MELLON

5LVN 3LOODU 'LVFORVXUHXHFHPEHU



" 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
&UHGLW YDOXDWLRQ DGMXVWPHQW

7KH FUHGLW YDOXDWLRQ DGMXVWPHQW LV WKH FDSLWDO FKDUJH IRU SRW
GHWHULRUDWLRQ RI D FRXQWHUSDUW\ 7KH VWDQGDUGLVHG DSSURDFK XVt
LQFOXGHYVY WKH HIIHFWLYH 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:(%
7RWDO WUDQVDFWLRQV VXEMHFW WR WKH $GYDQFHG PHWKRG o) o)
L 9D5 FRPSRQHQW LQFOXGLQJ WKH — PXOWLSOLHU o]
LL VWUHVVHG 9D5 FRPSRQHQW LQFOXGLQJ WKH — PXOWLSOLHU o]

7UDQVDFWLRQV VXEMHFW WR WKH 6WDQGDUGLVHG PHWKRG
(8 7UDQVDFWLRQV VXEMHFW WR WKH $OWHUQDWLYH DSSURDFK %DVHG RQ WKHY2ULJLQDO ([SRVOXUH OHWK
7RWDO WUDQVDFWLRQV VXEMHFW WR RZQ IXQGV UHTXLUHPHQWYV IRU &9$ ULVN
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“ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19
$UWLFOH &55 ,, (QFXPEHUHG DQG XQHQFXPEHUHG DVV

7KH (XURSHDQ EDQN KDV D FROODWHUDO DJUHHPHQW ZLWK (XURFOHDU
IDFLOLWLHV IRU ELOOLRQ 7KLV LQFOXGHV WKH (XURSHDQ EDQN V YD
SOHGJHG DV FROODWHUDO WR (XURFOHDU DQG &OHDUVWUHDP GXULQJ

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

7DEOH (8 $( (QFXPEHUHG DQG XQHQFXPEHUHG DVVHWYV
&DUU\LQJ DPRXQW RI)DLU YDOXHRUU\ Q DPRXQW R)DLU YDOXH RI
HQFXPEHUHG| DVWHMFKPEHUHG DZ(YD\HHDW PEHUHG VWEHUHG DVVHW!
RI ZKUFK RI ZKUF
QRWLR|QDOO\ QRWLRQDOO\
HOLJLEOH HOLJLEOH KLFK RI ZKUFK
$W 'HFHPEHU (+4/$ DQG (+4/$ DQG ( 4/$ (+41$
P +41% +4/$ DQG +4l/$ DQG +4i$
$VVHWV RI WKH UHSRUWLQJ LQVWLWXWLRQ

(TXLW\ LQVWUXPHQWYV o) o) o o) o) o)
"HEW VHFXULWLHV

Rl ZKLFK FRYHUHG ERQGV

Rl ZKLFK VHFXULWLVDWLRQV o] o] o] o) o] o]
Rl ZKLFK LVVXHG E\ JHQHUDO JRYHUQPHQWYV

Rl ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV

Rl ZKLFK LVVXHG E\ QRQ ILQDQFLDO FRUSRUDWLRQV

2WKHU DVVHWYV

I1RWH +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

7TDEOH (8 $( &4ROODWHUDO UHFHLYHG DQG RZQ GHEW VHFXULWLHYV LV
8QHQFXPEHUHG
)DLU YDOXH RI HQFXPE
UHFHLYHG RU RZQ GHEW MHFHOLWMLEVFROODWHUDO
LVVXHGRU RZQ GHEW VHFXULWLHV L
DYDLODEOH IRU HQFXPEUTL
RI ZKLFK QRWLRQDOO\ RI ZKLFK
$W "HFHPEHU HOLJLEOH (+4/$ DQG (+41% cG
P +4/% +4]
&ROODWHUDO UHFHLYHG E\ WKH GLVFORVLQJ LQVWLWXWLRQ o}
/IRDQV RQ GHPDQG 6 o} 6 o6
(TXLW\ LQVWUXPHQWYV 6 o o6 o6
"HEW VHFXULWLHV ¢} o}
Rl ZKLFK FRYHUHG ERQGV e} o o6 o
Rl ZKLFK VHFXULWLVDWLRQV e} o o} o
Rl ZKLFK LVVXHG E\ JHQHUDO JRYHUQPHQWYV e} o}
Rl ZKLFK LVVXHG E\ ILQDQFLDO FRUSRUDWLRQV o} o} o}
Rl ZKLFK LVVXHG E\ QRQ ILQDQFLDO FRUSRUDWLRQV © o} 6 o6
/RDQV DQG DGYDQFHV RWKHU WKDQ ORDQV RQ GHPDQG 0O o} o6
2WKHU FROODWHUDO UHFHLYHG 6 o o6 o6
2ZQ GHEW VHFXULWLHV LVVXHG RWKHU WKDQ RZQ FRYHWHG ERQGV RUGHFXULWLWDWLRQV O
2ZQ FRYHUHG ERQGYV DQG VHFXULWLVDWLRQ LVVXHG DQG QRW \HW SOHGJHG o6 o

7RWDO FROODWHUDO UHFHLYHG DQG GHEW VHFXULWLHV LVVXHG

>
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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 SURGXFWYV

,QWHUHVW UDWH ULVN JHQHUDO DQG VSHFLILF

(TXLW\ ULVN JHQHUDO DQG VSHFLILF o
JRUHLJQ H[FKDQJH ULVN
&RPPRGLW\ ULVN

2SWLRQV

6LPSOLILHG DSSURDFK

'"HOWD SOXV DSSURDEFK
6FHQDULR DSSURDFK
6HFXULWLVDWLRQ VSHFLILF ULVN
7TRWDO

(@}

(oo Ne N}

7KH (XURSHDQ EDQN LV H[SHFWHG WR WUDQVLWLRQ WKH FDOFXODWLRQ R
$SSURDFK IUDPHZRUN GXULQJ RQFH WKH UHTXLUHPHQW EHFRPHV ELQ
FDOFXODWLRQV XQGHU WKLV QHZ IUDPHZRUN DUH UHSRUWHG EXW DUH QR\

7UDGLQJ SRUWIROLRYV

7KH SULQFLSDO WRROV XVHG WR PHDXIXW RiLT}Q GHBORPRW LNR & P DGE NGINV SRIVWNI R
6WUHVVHG 9D5 7KH 9DOXH DW 5LVN 9D 5 RI D WUDGLQJ SRUWIROLR LV W
VSHFLILHG SUREDELOLW\ FRQILGHQFH OHYHO LQ WKH SRUWIROLR RYHU D
LV KLVWRULFDO VLPXODWLRQ EDVHG W WDNHV PDUNHW GDWD FKDQJHV
FRUUHODWLRQ EHWZHHQ ULVN IDFWRUV WR PRGHO D ZLGH UDQJH RI SOD>
7KH *URXS 9D5 PRGHO DVVXPHV D FRQILGHQFH OHYHO DQG D GD\ KR
FDOFXODWLRQ DUH UHSRUWHG LQ WKH *URXSV EDVH FXUUHQF\ RI 86 'RO
DSSURDFK DV 9Db5 EXW WDNHV LQWR DFFRXQW D VWUHVYV SHULRG GHHPH
FRPSDQ\ 7KH FKRLFH RI WKH VWUHVY SHULRG LV UHYLHZHG RQ D SHULRGL

%1< OHOORQ V 9D5 PRGHOV DUH VXEMHFW WR UHJXODU YDOLGDWLRQ E\ Wi
WKH\ FRQWLQXH WR SHUIRUP DV H[SHFWHG DQG WKDW DVVXPSWLRQV XVH
SbUwW RI WKH YDOLGDWLRQ SURFHVV WKH SRWHQWLDO ZHDNQHVVHV RI W
VXFK DV EDFN WHVWLQJ

7KH *URXS HVWDEOLVKHYV 9D5 OLPLWYVY WR PDQDJH WKH VL]H RI RXU RYHUD
LV VXEMHFW WR UHYLHZ DQG DSSURYDO E\ WKH DSSURSULDWH H[HFXWL"®
DOORFDWHG WR WUDGLQJ SRUWIROLRV ([SRVXUHV DQG OLPLW XWLOL]DW
ODUNHW 5LVN DQG WKH (XURSHDQ EDQN V VHQLRU PDQDJHPHQW $ VXPPDL
WKH (XURSHDQ EDQN V ([HFXWLYH &RPPLWWHH PRQWKO\ DQG TXDUWHUO\ V
DOVR SURYLGHG ZKHQ UHTXLUHG

7KH IROORZLQJ LV D YXPPQE \6RIUWKMHG 9D5 SRVLWLRQ Rl WKH (XURSHDQ ¢
'"HFHPEHU

86' PLOOLRQYV 'HF 'HF

9DOXH DW 5LVN
6WUHVVHG 9DOXH DW 5LVN
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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 UHTXLUHPHQWYV LQWHUQDO RU H[WHUQDO IUDXG GDPDJH WHF
VA\VWHPV IDLOXUHV RU RWKHU HYHQWYVY 2SHUDWLRQDO ULVN FDQ DOVR DI
FRQVHTXHQFH RI QRQ FRPSOLDQFH ZLWK UHJXODWRU\ UHTXLUHPHQWYVY SU>

.H\ RSHUDWLRQDO ULVNV IRU WKH (XURSHDQ EDQN LQFOXGH

LQWHUQDO DQG H[WHUQDO IUDXG

EXVLQHVV GLVUXSWLRQ DQG V\WWHP IDLOXUHV
GDPDJH WR SK\VLFDO DVVHWYV

HPSOR\PHQW SUDFWLFHV DQG ZRUNSODFH VDIHW\ DQG
FOLHQWY SURGXFWV DQG EXVLQHVV SUDFWLFHV

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

m) QJ) m) QJ) m)

2SHUDWLRQDO ULVN PDQDJHPHQW IUDPHZRUN

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

J)LIXUH 2SHUDWLRQDO 5LVN ODQDJHPHQW )UDPHZRUN

BNY MELLON
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7KH 2SHUDWLRQDO 5LVN ODQDJHPHQW )UDPHZRUN 250) SURYLGHV WKH
VWUDWHJ\ 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 UHVSRQVLELOLWLHY WKURXJK WKH JOREDO
D IRXQGDWLRQ 7KXV UHVSRQVLELOLW)\ IRU WKH PDQDJHPHQW RI 2SHUDWL
DQG IXQFWLRQV

7KH (XURSHDQ EDQN XVHV WKH 250) WR FDSWXUH DQDO\]JH DQG PRQLWRI
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]J]HV FRPSUHKHQVLYH SROLFLHV DQG SURFHGX
HQYLURQPHQW 7KH &RUSRUDWH 2SHUDWLRQDO 5LVN 3ROLFLHV DUH UHY|
DGRSWHG E\ DOO EXVLQHVVHYV /HIDO (QWLWLHV LQFOXGLQJ WKH (XURS
DFWLYLWLHYVY XQGHUWDNHQ LQ HDFK RI WKH EXVLQHVYV OLQHV ZLWK RYHL
/(52 %HVLGHV %XVLQHVV 5LVN SDUWQHUV DQG /(52V RWKHU LQWHUQDO
SODFH WR VXSSRUW WKH VRXQG 2SHUDWLRQDO 5LVN PDQDJHPHQW RI WKH

ODQDIJHPHQW RI RSHUDWLRQDO ULVN

7KH (XURSHDQ EDQN V 250) UHOLHVY RQ D FXOWXUH RI ULVN DZDUHQHVV D
5LVN SROLFLHVY DQG SURFHGXUHV ZKLFK GHILQH WKH UROHV DQG UHVSHF
GHIHQVH 7KHVH SROLFLHV DQG SURFHGXUHV FRPSOHPHQW HDFK RWKHU
EXVLQHVYV DUH HIIHFWLYHO\ LGHQWLILHG PDQDJHG PLWLJDWHG ZKHUI
JRYHUQDQFH FRPPLWWHHY RQ D PRQWKO\ EDVLV

S5LVN DSSHWLWH

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

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\

o
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.H\ ULVN LQGLFDWRUYV .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 %XVLQHVV 5LVN  GHQWLILFDWLRQ 5LVN ;'

7KH 5LVN ,' LV D TXDOLWDWLYH DVVHVVPHQW DW WKH %XVLQHVYVY %XVLQHYV
RI GHWDLOHG 5&6% GDWD WKDW DQDO\WHV WKH ULVN SURILOH RI WKH EXVL
DQG LQWHUQDO DQG H[WHUQDO IDFWRUV LPSDFWLQJ WKH EXVLQHVV

7KH 5LVN ," LV GHVLIJQHG WR HQVXUH WKDW %XVLQHVV %XVLQHVYV 3DUWAQ
GLVFXVV WKH ULVNV RI WKH EXVLQHVV LQFOXGLQJ PDWHULDO RSHUDWLR!
H[HUFLVH WKH 5LVN ," GRHV QRW SURYLGH VSHFLILF LQIRUPDWLRQ RQ Ol
LQIRUPDWLRQ IRU WKH /(52 ZKR QHHGV WR IRUP D YLHZ RQ WKH ULVNV W
EDQN KDYH LGHQWLILHG

/HIDO (QWLW\ 5LVN ,GHQWLILFDWLRQ /( 5LVN ;'

ODWHULDO ULVN LGHQWLILFDWLRQ IRU WKH /HIDO (QWLW\ LV XQGHUWDNH:
TXDOLWDWLYH DVVHVVPHQW SHUIRUPHG VHSDUDWHO\ IRU WKH OHJDO HQW
DV D NH\ LQSXW WR WKH DVVHVVPHQW ,W LV D FRQVROLGDWHG UHYLHZ W
RI FRQWUROV LQ SODFH WR PLWLJDWH ULVNV DQG LQWHUQDO DQG H[WHU
GHVLIQHG WR HQVXUH WKDW WKH OHJDO HOQWLWLHY DQG 5LVN ODQDJHPHQ
D UHJXODU EDVLV W HQDEOHV FXUUHQW DQG HPHUJLQJ ULVNV WR EH L
DSSURSULDWH

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\WVLY 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

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 FHKMPHD
WHFKQRORJ\ ULVN 750 ZRUNV LQ SDUWQHUVKLS ZLWK %1< OHOORQ %XVLQ
(XURSHDQ EDQN DQG LWV FOLHQWYV IURP F\EHU DQG LQIRUPDWLRQ ULVNV

o
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%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 11U
RXWVRXUFLQJ OLIH F\FOH 7R HQVXUH DSSURSULDWH RYHUVLJKW RI RXW
*URXSYV HQVXUH WKDW DOO RXWVRXUFHG DFWLYLWLHYVY 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 0LODQ DQG /RQGRQ %l1l< OHOORQ .9*
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

&DSLWDO UHVRXUFH UHTXLUHPHQW

$v bW WKH UHSRUWLQJ GDWH FDSLWDO UHTXLUHPHQWYV IRU 3LOODU RSF

LQ DQ DPRXQW RI " HPALHORCELHRWD PLOOLRQ YHUVXV WKH 3L O ORLD O LFO®
'"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
5LVN
$W 'HFHPEHU 2ZQ IXQGV H[SRVXUH
P <HD <HD /DVW \[HDHUT XLUHPHQW\WP RXQW
%DQNLQJ DFWLYLWLHY VXEMHFW WR EDVLF LQGLFDWRUCSSURDFR %,$ o o) 6!

%DQNLQJ DFWLYLWLHVY VXEMHFW WR VWDQGDUGLVHG 76% DOWHUQDWLYH
VWDQGDUGLVHG $6% DSSURDFKHYV

6XEMHFW WR 76$%

6XEMHFW WR $6$ o o o

%DQNLQJ DFWLYLWLHV VXEMHFW WR DGYDQFHG PHDVXUMPHQW D®SURDFKHG $0$ o o
< o
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$UWLFOH &55 ,, ([SRVXUHV WR LQWHUHVW UDWH ULVN
WUDGLQJ ERRN

,(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\VWHPV DUH FF
PRGHOV DUH XVHG WR IDFLOLWDWH WKH LGHQWLILFDWLRQ DQG PHDVXU
SXUSRVHV SURFHGXUHVY DUH GRFXPHQWHG WR FRQILUP WKH XQGHUVWDQ
PHWKRGRORJLHVY WR HQVXUH WKDW VXFK VI\VWHPV DQG SURFHVVHV DUH |
DQG VKRUW WHUP PDQDJHPHQW RI ,55%% H[SRVXUHV $00 PRGHOV KDYH El}
XVH E\ WKH ORGHO 5LVN ODQDJHPHQW *URXS 050* DQG DUH SHULRGL
VFKHGXOH HVWDEOLVKHG E\ 050*

7KH (XURSHDQ EDQN XVHV ERWK HDUQLQJY 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

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

FXVWRPHU EHKDYLRXU 7KH ,55%% PRGHO 4XDQWLWDWLYH 5LVN ODQDJ
SUHSD\PHQW PRGHOV ZKLFK FDSWXUH FXVWRPHU EHKDYLRXU LQ FKDQJLC
$GGLWLRQDOO\ 9D5 LV FRPSXWHG ZLWKLQ WKH 450 IUDPHZRUN LQ RUGHU \

< _g
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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 UDWHYV FDQ JHQHUDOO\ EH GHFRPSRVHG LQWR WZR FRPSRQHQ'
LQFOXGHV 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 VLPXODWHV \
WR FDSWXUH ERWK WKH VKRUW WHUP DQG ORQJ WHUP HIIHFW Rl YDULRX
(XURSHDQ EDQNxV EXVLQHVV PRGHO DQG ULVNV LQKHUHQW LQ SODQQHG E

6LPXODWLRQVY LQFOXGH WKH VFHQDULRY DQG VHOHFWHG GHVFULSWLRQV D

1,, (9¢( &DSLWDO
6FHQDULRYV 5LVN 7\SH 6HQVLWLYAMQVLWLYBRMQVLWLYLW\

%DVH ORVW H[SHFWHG LQWHUHVW UDWH VFHQDUHRHO RI LQWHUHVW 5DWHYV

3DUDOOHO SDWH 6KRFNV q ESV q ESV q ESAMHO RESYWHUHVW 5DWHV 3ULFH;
%&%6 3DUDOOHO 5DWH 6KRFNV &XUUHQF\ VSHFLILENSTOS MY VKRENV ;

)ODW ,QWHUHVW 5DWHYV /HYHO RI ,QWHUHVW 5DWHYV

&HQWUDO %DQN UDWHV q ESV RYHU ULVN IUHHOWNYWWHBLVN

86' 5DWHV ¢ ESV DOO RWKHU FXUUHQFLHV XQFKDQJHG ;
(85 5DWHYV ¢ ESV DOO RWKHU FXUUHQFLHV XQRKOWLQUHGF\ 5LVN *DS 5LVN;
*%3 5DWHV q ESV DOO RWKHU FXUUHQFLHV XQFKDQJHG ;

%&%6 6WHHSHQHU

%8&%6 )ODWWHQHU :
%&%6 6KRUW 5DWH 8S <LHOG &XUYH 5LVN 3ULFH 5LVN
%&%6 6KRUW 5DWH 'RZQ *DS 5LVN .
%&%6 8S

%8&%6 'RZQ
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1, (9¢( &DSLWDO
6FHQDULRYV 5LVN 7\SH 6HQVLWLYBKQVLWLYEMQVLWLY LW\

5HIJXODWRU\ 3UHVFULEHG OHWULFV

/HYHO RI LQWHUHVW 5DWHV 3ULFH
(9( D 7RWDO 5HIJXODWRU\ &DSLWDO ¢q ESV 5LVN *DS 5LVN ;
%&%6 (9( D 7LHU &DSLWDO 6KRUW 'RZQ
%&%6 (9( D 7LHU &DSLWDO 6WHHSHQHU
%EWO (50D TLHU &DSLWDO b3 LI B QR M SR R
%&%6 (9( D 7LHU &DSLWDO )ODWWHQHU 5LVN
%&%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

PRQWKV IRU %DVH 3DUDOOHO 5DWH 6KRFNV q ESV q ESV q ESV q
ESV 6WHHSHQHU )ODWWHQHU 5DPSV DQG )ODW VFHQDULRYV

PRQWKVY IRU DOO VFHQDULRV RWKHU WKDQ WKH RQHV PHQWLRQHG LQ DERYH

S5HSULFLQJ 5LVN 2SWLRQ 5LVN DQG &OLHQW 3URGXFW %HKDYLRU 5LVN DUH HPEHGGHG LQ DOO WKH OLV\
1,, 6HQVLWLYLW\ ,55%% %RDUG 5LVN $SSHWLWH /LPLWV DUH EDVHG RQ D PRQWK IRUHFDVW KRUL]RQ
/IRZ OHYHO RI PDUNHW UDWHYV PLJKW UHVXOW LQ FHUWDLQ GRZQ UDWH VKRFN VFHQDULRY QRW EHLQJ UXQ

&HUWDLQ &DSLWDO 6HQVLWLYLW\ 6FHQDULRY PD\ EH UXQ E\ ODUNHW 5LVN ODQDJHPHQW LQGHSHQGHQWO\
&678& SURFHVV

7THUP '"HILQLWLRQ
$00 WHUP SRLQWY RQ HYHU\ PRGHOOHG LQWHUHVW UDWH FXUYH DQG LQGH[HV DU
3DUDOOHO 5DWH 6KRFNWPRXQW
$00 WHUP SRLQWYV RQ HYHU\ PRGHOOHG LQWHUHVW UDWH FXUYH DQG LQGH[HV DU|
LQFUHPHQWY RYHU WKH ILUVW PRQWKYV RI WKH IRUHFDVW 7KHUH DUH VHYHUDO
5DPS 5DWH 6KRFNYV GHSWK DQDO\WVLV RI SRWHQWLDO ULVNV DQG UHPHGLDWLRQ SODQV IRU WKRVH ULV
&HQWUDO EDQN UDWHV PRGHOOHG XQGHU DQ XS DQG GRZQ EDVLV SRLQW PRYH I
&HQWUDO %DQN UDWHYV dHPDE\Q AR WD %DVLV VKRFNV DFURVV DOO PRGHOOHG LQWHUHVW UDWH FXU
IUHH UDWHYV GHPLVHG DW WKH HQG RI
86' (85 *%3 5DWHV q ESO®POWHUP SRLQWYV RQ HYHU\ PRGHOOHG &&< LQWHUHVW UDWH FXUYH DQG LQGHI[H\
2WKHU &XUUHQF\ 5DWHVE®QYEKDSR

,55%% PDQDJHPHQW DQG KHGJLQJ

&DVK ,QVWUXHKHOMOLHQW FHQWULF DFWLYLWLHYVY 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 LQYHVWYV WKH QHW FDVK SURYLGHG E\ FOLHQW DF\

TKURXJK LQYHVWPHQWY LQ D FRPELQDWLRQ RI VHFXULWLHY DQG PRQH\ PI

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

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

'"HULYDWIL/KHHV (XURSHDQ EDQN PD\ XVH GHULYDWLYH LQVWUXPHQWY WR PL
LQWHUHVW UDWH GHULYDWLYHYV 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 GHVLJQHG 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 PDQDIJHPHQW RI WKH VHFXULWLHY LQYHVWPHQW SRUWIROLR

$SSURYHG 'HULYDWLYH ,53VWDWXEHQYWWHG DV DXWKRULVHG LQVWUXPHQW\
PDQDIJHPHQW SXUSRVHV LQ OLQH ZLWK WKH ORFDO KHGJH DFFRXQWLQJ SU
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$XWKRULVDMWH RRURSHDQ EDQN V FRUSRUDWH WUHDVXU\ WHDP ZRUNLQJ L
ODQDJIJHPHQW *URXS RU +HDG RI (0($ ORQH\ ODUNHW ,QYHVWPHQW RU D G
7TUHDV XU\ 6/° %XVLQHVYV 3DUWQHU 9DULDWLRQ /HWWHU LV DXWKRULVHG \
,55%% PDQDJHPHQW JRDOV 'HULYDWLYH WUDQVDFWLRQ WUDGH WLFNHW
HI[HFXWRUV DV ZHOO D VHFRQG VLIQDWXUH 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 UXOHV

$FFRXQWLQJ 3ROLFLHV DDIMH $(XUREBHDQVEDQN 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 WHFKQLTXHYV

*LYHQ WKH VWUXFWXUDO QDWXUH Rl ,55%% WKH (XURSHDQ EDQN PDLQWD
WKDW H[FHHG FDOLEUDWHG WKUHVKROGYVY UHFHLYH SURPSW PDQDJHPHQW I
(DUO\ :DUQLQJ 7KUHVKROGYV (27 $PEHU 7KUHVKROGY DQG %RDUG DQ
PDQDJHPHQW WR LGHQWLI\ ,55%% H[SRVXUHV LQLWLDWH GLVFXVVLRQV I
GHVLJIQLQJ OLPLW DQG (:7V $PEHU 7KUHVKROGY 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 GHSRVLWYV 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

7TKHVH OLPLWY ZKLFK DUH GDLO\ PRQLWRUHG DQG UHSRUWHG HQVXUH WK
VHFXULWLHY SRUWIROLR DQG PRQH\ PDUNHW DFWLYLW\ UHPDLQ ZLWKLQ F
RQ WKH LQFRPH RU FDSLWDO WKURXJK WKH VWUXFWXUDO ,55%% PHWULFV

,Q LOVWDQFHY ZKHUH ,55%% H[SRVXUHV H[FHHG RU DSSURDFK OLPLWV RU
EH PLWLIJDWHG WKURXJK EDODQFH VKHHW DOWHUDWLRQ KHGJLQJ RU ER
PHWKRG RI ,55%% FRQWURO LV WKH EDODQFH VKHHW PL[ RI DVVHWYV 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 7KUHVKROGY 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 7KUHVKROGV DFW DV DQ HDUO\ ZDUQLQJ LQGLFDW
HIFHSWLRQ WR ,55%% (:7V $PEHU 7KUHVKROGYV WKH $/&2 VKDOO DQDO\VH
IUDPHZRUN 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 WI

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

o
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([FHHGLQJ DQ\ %RDUG DQG ([ &R ULVN DSSHWLWH OLPLW UHTXLUHV WKH
GHVLIJIQHG 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([FHSVMR@®OWR %RDUG DQG ([ &R 5LVN $SSHWLW
HVFDODWLRQ WR WKH %RDUG DORQJ ZLWK WKH SURSRVHG DFWLRQ SODQ W

,55%% (:7V $PEHU WKUHVKROQVHS&MHRIWLR®R ,55%% $PEHU 7TKUHVKROGV Ut
$/&2 DW WKH QH[W PHHWLQJY DORQJ ZLWK DQ DSSURSULDWH DFWLRQ S
DFWLRQV DQG DOVR UHTXLUHVY UHSRUWLQJ WR WKH %RDUG DQG ([&R LQ FI
EHLQJ DEOH WR PHHW WKH %RDUG 5LVN DSSHWLWH

OLWLIDWLRQ BFWQRYWQFHYV ZKHUH ,55%% H[SRVXUHV H[FHHG RU DUH SUF
$/&2 (:,V WKH (XURSHDQ EDQN V 7UHDVXUHU VXSSRUWHG E\ WKH (XURSH]I
ZRUNLQJ LQ FRQMXQFWLRQ ZLWK OLQHV RI EXVLQHVYVY &RUSRUDWH 7UHDV)
7UHDVXU\ 5LVN QWHUQDWLRQDO PD\ LQ WKH FDVH RI ,55%% (:7V $PEHU
5LVN $SSHWLWH /LPLWV PLWLJDWH 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 VWUDWHJLHY 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

7TDEOH (8 ,55%% ,QWHUHVW UDWH ULVNV RI QRQ WUDGLQJ ERRN DFWIL

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

6XSHUYLVRU\ VKRFN VFHQDULRV

2XWFRPH Rl WKH VXSHUYLVRU\ RXWOLHU WHvwW &KPRRU¥ [RJ W s RERB-$KYDOXH RI ‘
(%S */ HTXLW&KDQJHV RI WKH QHW LQWHUHV

v &XUUHQW SHULP®W SHULBBUUHQW SHULP&®W SHULRG
3DUDOOHO XS

3DUDOOHO GRZQ

BWHHSHQHU

YODWWHQHU

6KRUW UDWHV XS

6KRUW UDWHV GRZQ

ODLORGHOOLQJ DVVXPSWLRQV XQGHUO\LQJ WKH PRGHOOHG FDVK IORZV E\
QRQ ILQDQFLDO LQVWLWXWLRQV 1RQ FRUH GHSRVLWV UXQ RIl RYHUQLJKW
UDWHV 7KH LQWHUHVW H[SHQVH FDVK IORZV DUH GHWHUPLQHG E\ D UHS
VFHQDULR DQG UHPDLQLQJ SULQFLSDO EDODQFH

TKHDYHUDJH UHSULFLQJ WHQRU RI QRQ PDWXULW\ GHSRVLWYV LV \HDUV Z

7KH UHGXFWLRQ LQ (9( VHQVLWLYLW\ UHIOHFWY FKDQJHV LQ EDODQFH
PLVPDWFK EHWZHHQ DVVHWYV DQG ILQDQFLDO GHSRVLWY ZKLFK DUH RYH
WKHUHIRUH UHIOHFWLQJ ORZHU (9( VHQVLWLYLW\ XQGHU WKH SDUDOOHO X

7KH 1,, VHQVLWLYLW\ PRYHPHQWY DUH UHIOHFWLYH RI PDUJLQ FRPSUHVVL
WKH ODWHVW GHSRVLW EHWD DVVXPSWLRQV DQG EDODQFH VKHHW FRPSF
UHJXODU EDVLY UHIOHFWLQJ WKH PDUNHW HQYLURQPHQW FKDQJHV LQ FX\
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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

o
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7DEOH (8 6(& BHFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN

7KLY WDEOH VKRZV WKH (XURSHDQ EDQN V VHFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ ERRN 7TKH (XU
VROHO\ DV DQ LQYHVWRU LQ UHWDLO UHVLGHQWLDO PRUWJDJHV

,QVWLWXWLRQ DFWV DV RULJLQDWRUWLWXWLRQ DFWV DV VSRQVRUQVWLWXWLRQ DFWV DV LQY
7UDGLWLRQDO 6\QWKHWLF 7UDGLWLRQDO 7UDGLWLRQDO
1RQ 676

F K Rl ZKLFK
657
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1RWH 7KHUH LV QR VLJQLILFDQW ULVN WUDQVIHU LQ WKH (XURSHDQ EDQN V VHFXULWLVDWLRQ DVVHWYV DV LQYHVWRU

7KH (XURSHDQ EDQN V H[SRVXUHV UHVXOW IURP LQYHVWPHQW LQ UHVLGHQWLDO PRUWJDJHYVY EDFNHG VHFXU

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU



““ 7KH %DQN RI 1HZ <RUN OHOORQ 6% 19

7DEOH (8 6(& B6HFXULWLVDWLRQ H[SRVXUHV LQ WKH QRQ WUDGLQJ ERRN DQG DVVRFLDWHG UHJXODWRI

7KLY WDEOH VKRZV WKH VHFXULWLVDWLRQ H[SRVXUHV LQ WKH EDQNLQJ ERRN DV ZHOO DV WKH UHJXODWRL
DVVRFLDWHG FDSLWDO UHTXLUHPHQWYV

([SRVXUH YDOXHV E\ 5: EDQGV GHRBWFWH . RQOWXHYV E\ UHIXQDWRU\ D58 RD\FKHIXODWRU\[DSSURDFK &DSLWDO FKDUJH DIWHU

! 6(& 6(& 6(&
! w W, (5% ¢ (5% 9 (5% ¢
$W "HFHPEHU ! WR 5: 6(&| LQFOXGLQJ 5: 6(&| LQFOXGLQJ : 6(&| LQFOXGLQJ 5:
P 8 5: 5: 5: 5:| GHGXFWLRQVY% . $$| 6(& 63 GHGXFWLRQ3% [ ,$$| 6(& 6$GHGXFWLRBR¥ B ,$$| 6(& 6$ GHGXFWLRQV
7RWDO H[SRVXUHV o] o] o] o] o) o] o] o] o] o] o o) o]
7UDGLWLRQDO VHFXULWLVDWL®RQ o) o) o) o o) o) o) o) o) o) o o)
6HFXULWLVDWLRQ o] o] o] o) o] o] le] le] o] o) o) o] o
S5SHWDLO XQGHUO\LQJ o] o] o] o) le] o] le] l¢] o] o) o) o] le]
21 ZKLFK 676 o] o] o] o] o] o] o] o] o] o] o] o] o]
:KROHVDOH o] o] 0o o] o] o] l¢] o] le] le] o] o] o] o] o] o] le]
21 ZKLFK 676 o] o] o] o] o] ] l¢] o] (o] l¢] ] o] o] o] o] ] 0o
5H VHFXULWLVDWLRQ O o o le) le) o o o o o l¢] o) le) le) o] l¢] o
6\QWKHWLF VHFXULWLMDWLRQO o] o] o] o) o] o] o] o] o) o] o] o o] o) o]
6HFXULWLVDWLRQ o) o o) o) o) o 6] o) o) o) o o) o) o) 6] o o)
5HWDLO XQGHUO\LQJO o] o] o] o) le] le] o] le] le] le] o] o] o) o] le] o
:KROHVDOH o) o] o] o] o] o o] o] o] le] o] o] o] o) o] o] le]
5H VHFXULWLVDWLRQ O o] l¢] e] o] o le] (o] l¢] le] o] e] o] o] o o] le]
g
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$UWLFOH &55 ,, /IHYHUDJH UDWLR

7KH GDWD LQ EUDFNHWYV UHSUHVHQW WKH OHYHUDJH H[SRVXUH DQG OHYHUDJH UDWLR H[FOX
5HIXODWLRQ (8 $UWLFOH ODUWLFOH Ex ZKLFK FHDVHG DV RI $SULO

&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
/IHYHUDJH HBWtR
/HYHUDJH H[SRVXJH PHDVXUH

,Q DFFRUGDQFH ZLWK DUWLFOH Rl &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[SRVXUHV

a VHFXULW\ ILQDQFLQJ WUDQVDFWLRQ 6)7 HISRVXUHV DQG
a RII|l EDODQFH VKHHW LWHPYV

$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
SUHVH@®WHEKH IROOREKHL QAUSFBIHHDQ EDQN LV UHTXLUHG WR PDLQWDLQ D PLC
7LHU FDSLWDO UHODWLYH WR LWV WRWDO H[SRVXUH PHDVXUH 7KLV UDW

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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7TDEOH (8 /5 6XPPDU\ UHFRQFLOLDWLRQ RI DFFRXQWLQJ DVVHWYV DQG

7KLV WDEOH VKRZV WKH (XURSHDQ EDQN V VXPPDU\ UHFRQFLOLDWLRQ RI [

&DVK SRROLQJ DGMXVWIRGRMEN SUEPODOLRY RI FDVK SODFHPHQWY DQG GH:

QHWWLQJ DJUHHPHQWY RQ WKH EDODQFH VKHHW EXW ZKLFK DUH JURVVEH

H[SRVXUH PHDVXUH 2WKHU DGMXVWPHQWY DUH ODUJHO\ UHSUHVHQWHG E
ELOOLRQ

$W  'HFHPEHU
P

7TRWDO DVVHWYV DV SHU SXEOLVKHG ILQDQFLDO VWDWHPHQWYV

$GMXVWPHQW IRU HQWLWLHV ZKLFK DUH FRQVROLGDWHG IRU DFFRXQWLQJ SXUSRVHV EXW @UH RXWYV
$GMXVWPHQW IRU VHFXULWLVHG H[SRVXUHV WKDW PHHW WKH RSHUDWLRQDO UHTXLUHPHQWV IRU Wi
$GMXVWPHQW IRU WHPSRUDU\ H[HPSWLRQ RI H[SRVXUHV WR FHQWUDO EDQNV LI DSSOLFDEOH

$GMXVWPHQW IRU ILGXFLDU\ DVVHWV UHFRJQLVHG RQ WKH EDODQFH VKHHW SXUVXDQW WR WKH DS
WRWDO H[SRVXUH PHDVXUH LQ DFFRUGDQFH ZLWK SRLQW L RI $UWLFOH D &55 le]

$GMXVWPHQW IRU UHJXODU ZD\ SXUFKDVHV DQG VDOHV RI ILQDQFLDO DVVHWV VXEMHFW WR WUDGH

$GMXVWPHQW IRU HOLJLEOH FDVK SRROLQJ WUDQVDFWLRQV

$GMXVWPHQW IRU GHULYDWLYH ILQDQFLDO LQVWUXPHQWYV

$GMXVWPHQW IRU VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV 6)7V

$GMXVWPHQW IRU RIIl EDODQFH VKHHW LWHPV LH FRQYHUVLRQ WR FUHGLW HTXLYDOHQW DPRXQWV

$GMXVWPHQW IRU SUXGHQW YDOXDWLRQ DGMXVWPHQWY DQG VSHFLILF DQG JHQHUDO SURYLVLRQV

(8 D $GMXVWPHQW IRU H[SRVXUHV H[FOXGHG IURP WKH WRWDO H[SRVXUH PHDVXUH LQ DFFRU®DQFH ZLW
(8 E $GMXVWPHQW IRU H[SRVXUHV H[FOXGHG IURP WKH WRWDO H[SRVXUH PHDVXUH LQ DFFRU®DQFH ZLW

2WKHU DGMXVWPHQWV

7RWDO H[SRVXUH PHDVXUH

7TDEOH (8 /5 /IHYHUDJH UDWLR FRPPRQ GLVFORVXUH

5HIXODWRU\ OHYHUDJH UDWLR H[SRVXUHV

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

2Q EDODQFH VKHHW LWHPV H[FOXGLQJ GHULYDWLYHV 6)7V EXW LQFOXGLQJ FROODWHUDO

*URVV XS IRU GHULYDWLYHV FROODWHUDO SURYLGHG ZKHUH GHGXFWHG IURP WKH EDODQFH VKHHW
DSSOLFDEOH DFFRXQWLQJ IUDPHZRUN o) o)

'"HGXFWLRQV RI UHFHLYDEOHY DVVHWYV IRU FDVK YDULDWLRQ PDUJLQ SURYLGHG LQ GHULYDWLYHV \
$GMXVWPHQW IRU VHFXULWLHYV UHFHLYHG XQGHU VHFXULWLHV ILQDQFLQJ WUDQVDFWLR®Y WKDW D
*HQHUDO FUHGLW ULVN DGMXVWPHQWY WR RQ EDODQFH VKHHW LWHPYV o] le]
$VVHW DPRXQWV GHGXFWHG LQ GHWHUPLQLQJ 7LHU FDSLWDO
7RWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV DQG 6)7V
'"HULYDWLYH H[SRVXUHV
5HSODFHPHQW FRVW DVVRFLDWHG ZLWK 6% &&5 GHULYDWLYHV WUDQVDFWLRQV LH QHW RI HOLJLEO
(8 D 'HURJDWLRQ IRU GHULYDWLYHV UHSODFHPHQW FRVWY FRQWULEXWLRQ XQGHUWWKH VLPSDLILHG VW
$GG RQ DPRXQWV IRU SRWHQWLDO IXWXUH H[SRVXUH DVVRFLDWHG ZLWK 6% &&5 GHULYDWLYHV WUD
(8 D 'HURJDWLRQ IRU GHULYDWLYHV 3RWHQWLDO IXWXUH H[SRVXUH FRQWULEXWLRR XQGHU WKH VLPSOlI

(8 E ([SRVXUH GHWHUPLQHG XQGHU 2ULJLQDO ([SRVXUH OHWKRG (6] o
([HPSWHG &&3 OHJ RI FOLHQW FOHDUHG WUDGH H[SRVXUHV 6% &&5 o] ¢}

(8 D ([HPSWHG &&3 OHJ RI FOLHQW FOHDUHG WUDGH H[SRVXUHV VLPSOLILHG VWD@®QGDUGLVHG DSSURDF

(8 E ([HPSWHG &&3 OHJ Rl FOLHQW FOHDUHG WUDGH H[SRVXUHV 2ULJLQDO ([SRVXUH OHWKR®G
$GMXVWHG HIIHFWLYH QRWLRQDO DPRXQW Rl ZULWWHQ FUHGLW GHULYDWLYHVW (o]

$GMXVWHG HIITHFWLYH QRWLRQDO RIIVHWY DQG DGG RQ GHGXFWLRQV IRU ZULOWWHQ FUHGBLW GHULY
7RWDO GHULYDWLYHV H[SRVXUHV
6HFXULWLHYV ILQDQFLQJ WUDQVDFWLRQ 6)7 H[SRVXUHV
*URVV 6)7 DVVHWV ZLWK QR UHFRJQLWLRQ RI QHWWLQJ DIWHU DGMXVWPHQW IRU VDOHY DFFRXQW
1HWWHG DPRXQWV RI FDVK SD\DEOHV DQG FDVK UHFHLYDEOHV RI JURVV 6)7 DVVHWYV o]
&RXQWHUSDUW\ FUHGLW ULVN H[SRVXUH IRU 6)7 DVVHWYV o o]
(8 D 'HURJDWLRQ IRU 6)7V &RXQWHUSDUW\ FUHGLW ULVN H[SRVXUH LQ DFFRUGDQFH ZLWK $UWLFOHV
$JHQW WUDQVDFWLRQ H[SRVXUHV
(8 D ([HPSWHG &&3 OHJ RI FOLHQW FOHDUHG 6)7 H[SRVXUH
7RWDO VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQ H[SRVXUHV o

/HYHUDJH 3LOODU 'LVFORVXUH
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5HIXODWRU\ OHYHUDJH UDWLR H[SRVXUHV

P "HF "HF

2WKHU RIl EDODQFH VKHHW H[SRVXUHYV

21l EDODQFH VKHHW H[SRVXUHV DW JURVV QRWLRQDO DPRXQW
$GMXVWPHQWYV IRU FRQYHUVLRQ WR FUHGLW HTXLYDOHQW DPRXQWV

*HQHUDO SURYLVLRQV GHGXFWHG LQ GHWHUPLQLQJ 7LHU FDSLWDO DQG VSHFLILF SURYLVLRQV DV
EDODQFH VKHHW H[SRVXUHV (¢} (¢}

21l EDODQFH VKHHW H[SRVXUHV

(8 D
(8 E
(8 F
(8 G
(8 H
(8 I
(8 3
(8 K
(8 L
(8 M
(8 N

(IFOXGHG H[SRVXUHV

([SRVXUHV H[FOXGHG IURP WKH WRWDO H[SRVXUH PHDVXUH LQ DFFRUGDQFH ZLWK SRLQ® F RI $UV
([SRVXUHV H[HPSWHG LQ DFFRUGDQFH ZLWK SRLQW M RI $SUWLFOH D &550RQ DQG RiIl EDODQFF
([FOXGHG H[SRVXUHV RI SXEOLF GHYHORSPHQW EDQNV RU XQLWV 3XEOLF VMMFWRU LQ&HVWPHQW
([FOXGHG H[SRVXUHV Rl SXEOLF GHYHORSPHQW EDQNV RU XQLWV 3URPRWLIRQDO ORDQV
([FOXGHG SDVVLQJ WKURXJK SURPRWLRQDO ORDQ H[SRVXUHV E\ QRQ SXEOLF@HYHORSPFHQW EDQN\
([FOXGHG JXDUDQWHHG SDUWV RI H[SRVXUHV DULVLQJ IURP H[SRUW FUHGLWW o]

([FOXGHG H[FHVV FROODWHUDO GHSRVLWHG DW WULSDUW\ DJHQWYV o o)

([FOXGHG &6' UHODWHG VHUYLFHV RI &6' LQUVWLWXWLRQV LQ DFFRUGDQFH ZLWK SRLQW OR RI $UWL
([FOXGHG &6' UHODWHG VHUYLFHV Rl GHVLJQDWHG LQVWLWXWLRQV LQ DFFRUGDQFH ZLWK SRLQW
5HGXFWLRQ RI WKH H[SRVXUH YDOXH RI SUH ILQDQFLQJ RU LQWHUPHGLDWH ORDQV o]

7RWDO H[HPSWHG H[SRVXUHV o) o)

&DSLWDO DQG WRWDO H[SRVXUH PHDVXUH
7LHU FDSLWDO
7RWDO H[SRVXUH PHDVXUH

(8

/HYHUDJH UDWLR

/HYHUDJH UDWLR
/HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI WKH H[HPSWLRQ RI SXEOLF VHFWRU LQYHVWPHQWYV DQC

D /HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ H[HPSWLRQ RI FHQWUDO
5HIXODWRU\ PLQLPXP OHYHUDJH UDWLR UHTXLUHPHQW
(8 D $GGLWLRQDO RZQ IXQGYV UHTXLUHPHQWY WR DGGUHVV WKH ULVN RI H[FHVVLYK OHYHUDJ®I
(8 E Rl ZKLFK WR EH PDGH XS RI &(7 FDSLWDO o] o]
/HYHUDJH UDWLR EXIIHU UHTXLUHPHQW o] o]
(8 D 2YHUDOO OHYHUDJH UDWLR UHTXLUHPHQW
&KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWY DQG UHOHYDQW H[SRVXUHV
(8 E &KRLFH RQ WUDQVLWLRQDO DUUDQJHPHQWYV IRU WKH GHILQLWLRQ RI W)KKHD 6D SKW PRGN BKOUIHHG LQ
'"LVFORVXUH RI PHDQ YDOXHV
OHDQ RI GDLO\ YDOXHV RI JURVV 6)7 DVVHWY DIWHU DGMXVWPHQW IRU VDOH DFFRXQWLQJ WUDQVD!
Rl DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHYV
4XDUWHU HQG YDOXH RI JURVV 6)7 DVVHWV DIWHU DGMXVWPHQW IRU VDOH DFFRXQWLQJ WUDQVDFV
DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHYV o
7RWDO H[SRVXUH PHDVXUH LQFOXGLQJ WKH LPSDFW Rl DQ\ DSSOLFDEOH WHPSRUDU\ H[HPSWLRQ RI
LQFRUSRUDWLQJ PHDQ YDOXHV IURP URZ RI JURVV 6)7 DVVHWY DIWHU DGMXVWPHQW IRU VDOH DF
QHWWHG RI DPRXQWV RI DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHYV
7RWDO H[SRVXUH PHDVXUH H[FOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ H[HPSWLRQ RI
LQFRUSRUDWLQJ PHDQ YDOXHV IURP URZ RI JURVV 6)7 DVVHWY DIWHU DGMXVWPHQW IRU VDOH DF
D QHWWHG RI DPRXQWV RI DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHYV
/HYHUDJH UDWLR LQFOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ H[HPSWLRQ RI FHQWUDC
PHDQ YDOXHV IURP URZ RI JURVV 6)7 DVVHWV DIWHU DGMXVWPHQW IRU VDOH DFFRXQWLQJ WUDQ
DPRXQWV RI DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHV
/HYHUDJH UDWLR H[FOXGLQJ WKH LPSDFW RI DQ\ DSSOLFDEOH WHPSRUDU\ H[HPSWLRQ RI FHQWUDO
PHDQ YDOXHV IURP URZ RI JURVV 6)7 DVVHWV DIWHU DGMXVWPHQW IRU VDOH DFFRXQWLQJ WUDGQ
D DPRXQWV RI DVVRFLDWHG FDVK SD\DEOHV DQG FDVK UHFHLYDEOHYV
$V Rl  $SULO WKH WHPSRUDU\ H[FOXVLRQ RI FHQWUDO EDQN H[SRVXUHV ZLWKLQ WKH OHYHUDJH UDYV

WKHUHIRUH D PRUH FRPSDUDEOH UHSUHVHQWDWLRQ RI WKH PRYHPHQW LQ WKH OHYHUDJH UDWLR DV DW

7KH OHYHUDJH UDWLR KDV PDUJLQDOO\ LQFUHDVHG UHODWLYH WR WKH ¢
PHDVXUH DQG WKH (XURSHDQ EDQN V 7LHU FDSLWDO 2YHUDOO 7LHU FD
LQ DFFXPXODWHG RWKHU FRPSUHKHQVLYH LQFRPH $IWHU H[FOXGLQJ WKH
H[SRVXUHV LQ WKH SULRU SHULRG WRWDO H[SRVXUHV IHOO E\ ODUJF
UHODWHG GHGXFWLRQV DQG 6)7 UHODWHG DGMXVWPHQWYV

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

H[SR

VXUHV

7KLY WDEOH VKRZV WKH FRPSRVLWLRQ RI RQ EDODQFH VKHHW H[SRVXUHYV |

$W  'HFHPEHU

P

(8 7RWDO RQ EDODQFH VKHHW H[SRVXUHV H[FOXGLQJ GHULYDWLYHV 6)7V DQG H[HPSWHG H[SRVXUHYV

(8
(8
(8
(8
(8
(8
(8
(8
(8
(8
(8

7UDGLQJ ERRN H[SRVXUHV o
%DQNLQJ ERRN H[SRVXUHV RI ZKLFK

&RYHUHG ERQGV

(ISRVXUHY WUHDWHG DV VRYHUHLJQV

(ISRVXUHV WR UHJLRQDO JRYHUQPHQWYV 0'% LQWHUQDWLRQDO RUJDQLVDWLRQV DQG 36( QRW WU
,QVWLWXWLRQYV

6HFXUHG E\ PRUWJDJHV RI LPPRYDEOH SURSHUWLHV o)
5HWDLO H[SRVXUHV o]
&RUSRUDWHV

([SRVXUHV LQ GHIDXOW o

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

7KH %RDUG LV FRPPLWWHG WR HQVXULQJ WKDW WKH (XURSHDQ EDQN LV Z
FDSLWDO KHOG E\ WKH (XURSHDQ EDQN VKDOO DOZD\V EH LQ H[FHVV RI F}
EHORZ OHYHOV DSSURYHG E\ WKH %RDUG /HYHUDJH UDWLR UHTXLUHPHQW
SURFHVV DQG VKDOO QRW IDOO EHORZ RVKH LLQQNH U @D/OP WD VK UBSSS R '@ LW A X
EDVLV 1RWH WKDW WKH (XURSHDQ EDQN LV VXEMHFW WR D OHYHUDJH U]
UDWLR LV UHSRUWHG LQWHUQDOO\ RQ D UHJXODU EDVLV IRU PRQLWRULQJ
LV SHUIRUPHG TXDUWHUO\ SHU WKH &25(3 SURFHVYV

5LVN
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$UWLFOH D &55,, J/LTXLGLW\ UHTXLUHPHQWYV

ILTXLGLW\ UDWLRYV ILTXLGLW\ PHWULFV

/&5 UHIOHFWV WKH WRWDO ZHLJKWHG YDOXHVY DYHUDJH

TKHXURSHIDDPN GHILQHY OLTXLGLW\ ULVN DV WKH ULVN DULVLQJ IURP DQ
FDVK TXLFENO\ DQG HIILFLHQWO\ RU WR UROO RYHU RU LVVXH QHZ GHEW
ULVN LQFOXGHV 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 UHTXLUHPF
PDWHULDO DGYHUVH LPSDFW RQ HDUQLQJV FDSLWDO GDLO\ REBIQRWLRQV

7KH (XURSHDQ EDQN VHHNV WR HQVXUH WKDW WKH RYHUDOO OLTXLGLW\ U
PDQDJLQJ WKH EDODQFH VKHHW DSSURSULDWH FRQVLGHUDWLRQ LV JLYH(
VXIILFLHQW OHYHOV RI OLTXLGLW\ DQG FRPSO\LQJ ZLWK DSSOLFDEOH UHJX
WKH EDODQFH VKHHW 7KH EDODQFH VKHHW LV FKDUDFWHUL]HG E\ VWURQ
HIWHUQDO IXQGLQJ VRXUFHV DW FRPSHWLWLYH UDWHYV DQG D VWURQJ FD!
DQG LV DGHTXDWH WR DEVRUE SRWHQWLDO ORVVHV

7KH (XURSHDQ EDQN KDV D JRYHUQDQFH VWUXFWXUH LQ SODFH FRPPHQV
OLTXLGLW\ SURILOH 7KLV LQFOXGHY RYHUVLIJKW FRPPLWWHHY LQFOXGLQ
UHYLHZ DQG DSSURYDO RI WKH OLTXLGLW\ PDQDJHPHQW VWUDWHJ\ SROI
PDQDJHPHQW HIIHFWLYHO\ LPSOHPHQWY DQG FRQWUROV WKHVH HOHPHQW\

7KH JRDO RI WKH (XURSHDQ EDQNxV OLTXLGLW\ PDQDJHPHQW LV WR HQVX
DQG HIIHFWLYHO\ PDQDJHG WKURXJK ZHOO GHVLJQHG SROLFLHV DQG FRC
HVYWDEOLVKHG D UREXVW OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN WKI|
SURFHVVHYVY 7KH (XURSHDQ EDQN KDV DQ HPEHGGHG VHW RI SURFHVVHYV '

< _g
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PRQLWRULQJ FRQWURO DQG PLWLJDWLRQ RI OLTXLGLW\ ULVN 3URFHVYV
LQIRUPDWLRQ VI\VWHPV DQG DQ RUJDQL]DWLRQDO VWUXFWXUH WKDW LQFO

7KH (XURSHDQ EDQN KDV D PDQDJHPHQW UHSRUWLQJ DQG HVFDODWLF
FRPPXQLFDWHG WR VHQLRU PDQDJHPHQW DQG RYHUVLIJKW FRPPLWWHHYV '
FRPPLWWHH PHHWLQJ PLOQXWHYV LQFOXGLQJ D GHILQHG HVFDODWLRQ SU|I
UHJXODWRU\ EUHDFKHY RU HPHUJHQF\ VLWXDWLRQ

7TKH /LTXLGLW\ &RYHUDJH 5DWLR /&5 LV UHFDOFXODWHG DFFRUGLQJ W
DVVHWYVY ZHLJKWHG DFFRUGLQJ WR WKH UHJXODWRU\ IDFWRUV DV D IUD!
RXWIORZV Rl OLDELOLWLHYVY HDFK ZHLJKWHG DFFRUGLQJ WR UHJXODWRU\ |

7KH 1HW 6WDEOH )XQGLQJ 5DWLR 16)5 PHDVXUHV WKH VWDELOLW\ RI W]
E\UHODWLQJ WKH %DQN V $YDLODEOH 6WDEOH )XQGLQJ $6) WR LWV 5HTX

%RWK /&5 DQG 16)5 ULVN DSSHWLWHY DUH EDVHG RQ D PDQDJHPHQW DSSUI

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 OLTXLGLW\ ULVN PDQDJHPHQW IUDPHZRUN LV SUHSDUHG LQ DFFRUGD((
FRUSRUDWH VWDQGDUGY DQG HQFRPSDVVHV WKH XQLTXH VWUXFWXUH DQ!
UHSRUWLQJ LV SHUIRUPHG E\ WKH )LQDQFH IXQFWLRQ LQ OLQH ZLWK K|
DSSURYHG SROLFLHVY WKDW GHILQH WKH OLTXLGLW\ ULVN DSSHWLWH DQG
UHTXLUHPHQWY WR DSSURSULDWH PDQDJHPHQW OHYHOV 7KH (XURSHDQ E
PDQDJLQJ OLTXLGLW\ DQG IXQGLQJ ULVN DQEODFOGI\WKDW DUH XSGDWHG D\

%1< OHOORQ 6% 19 /LTXLGLW\ 3ROLF\ LQFOXGLQJ ,QWUDGD\ /LTXLGLW\
%1< OHOORQ 6% 19 &RQWLQJHQF\ )XQGLQJ 30DQ

%1< OHOORQ 6% 19 *XLGHOLQHV IRU &RUSRUDWH 7UHDVXU\ ); 6ZDSV DC
%1< OHOORQ 6% 19 *XLGHOLQHV IRU ,QYHVWPHQWYV LQ 6HFXULWLHYV

o Q@

$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

4AXDQWLWDWLYH /&5 DQG 16)5 LQIRUPDWLRQ FDQ EH IRXQG RQ WKH IROORZ

o
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7TDEOH (8 /1,4 4XDQWLWDWLYH LQIRUPDWLRQ RI /&5
&RQVROLGDWHG
P 7RWDO XQZHLJKWHG YDOXH DYHUPWBO ZHLJKWHG YDOXH DY
(8 D4XDUWHU HQGLQJ RQ "HF 6HS -XQ 0DU "HF 6HS -XQ oDU

1XPEHU RI GDWD SRLQWYV XVHG LQ WKH FDOFXODWLRQ
(8 ERI DYHUDJHV

+,*+ 48%/,7< /,48," $66(76

7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/$ DIWHU

DSSOLFDWLRQ RI KDLUFXWV LQ OLQH ZLWK $UWLFOH RI

UHJXODWLRQ (8

&$6+ O 287)/2:6

SHWDLO GHSRVLWV DQG GHSRVLWYV IURP VPDOO EXVLQHVV i

FXVWRPHUV RI ZKLFK 0o o) o] o] o] o] o]
6WDEOH GHSRVLWYV ) o] O o] o] o] o] o)
/HVV VWDEOH GHSRVLWYV o o le) o] o le) o o)
8QVHFXUHG ZKROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWV DOO FRXQWHUSDUWLHV DQG

GHSRVLWYV LQ QHWZRUNV Rl FRRSHUDWLYH EDQNV

1RQ RSHUDWLRQDO GHSRVLWY DOO FRXQWHUSDUWLHYV

8QVHFXUHG GHEW o) o o) 6] o o) 6] )
6HFXUHG ZKROHVDOH IXQGLQJ o) o] o)
$GGLWLRQDO UHTXLUHPHQWYV

2XWIORZV UHODWHG WR GHULYDWLYH H[SRVXUHV DQG

RWKHU FROODWHUDO UHTXLUHPHQWYV

2XWIORZV UHODWHG WR ORVV RI IXQGLQJ RQ GHEW ] i i ] i
SURGXFWV o] o] o] o] o] o]
&UHGLW DQG OLTXLGLW\ IDFLOLWLHY O ) 0o e] ) 0o o)

2WKHU FRQWUDFWXDO IXQGLQJ REOLJDWLRQV
2WKHU FRQWLQJHQW IXQGLQJ REOLJDWLRQV
727%/ &%$6+ 287)/2:6

&$6+ O ,1)/2:6

6HFXUHG OHQGLQJ HJ UHYHUVH UHSRV o o) o) )
,QIORZV IURP IXO0O\ SHUIRUPLQJ H[SRVXUHV
2WKHU FDVK LQIORZV

"LIITHUHQFH EHWZHHQ WRWDO ZHLJKWHG LQIORZV DQG
WRWDO ZHLJKWHG RXWIORZV DULVLQJ IURP WUDQVDFWLRQV
LQ WKLUG FRXQWULHYV ZKHUH WKHUH DUH WUDQVIHU
UHVWULFWLRQV RU ZKLFK DUH GHQRPLQDWHG LQ QRQ )
(8 DFRQYHUWLEOH FXUUHQFLHYV o o o} o
([FHVV LQIORZV IURP D UHODWHG VSHFLDOLVHG FUHGLW i
(8 ELQVWLWXWLRQ o o o} o
727%/ &%$6+ ,1)/2:6
(8 D )XOO\ H[HPSW LQIORZV o] o] o] o] o] o] o] o]
(8 E ,QIORZV VXEMHFW WR FDS o] o o o] o o o] o
(8 F ,QIORZV VXEMHFW WR FDS
727%/ $'-867(" 9%/8(
/,48,",7< %8))(5
727$/ 1(7 &$6+ 287)/2:6
/,48,",7< &29(5%*( 5%7,2
1RWH 7KH DYHUDJH IRU '"HFHPEHU vVDZ D ILUVW WLPH UHFRJQLWLRQ RI VHFXUHG ZKROH\
REOLJDWLRQ FROODWHUDO
‘
2
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7TDEOH (8 /1,4% 4AXDOLWDWLYH LQIRUPDWLRQ RQ /&5 ZKLFK FRPSOHPHQ!'

KH$D LWKGUHQKBURI '"HFHPEHU EDVHG RQ DQ DYHL
HWHH $IRBW KWL RAIRIRGY WKH (XURSHDQXEDRQ WHK&S5 Z
HU 7KLV VXEVWDQWLDOO\ H[FH
QL B UHTXLUHPHQWY 7KH PDLQ GULYHUV RI \
EDVHG RQ D ZHLJKWHG DYHUDJH RYHU PRQWKYV
ELOOLRQ RU SULPDULO\ VWHPPLQJ IURP IX
UHODWHG WR PRQLHV GXH IURP ILQDQFLDO FXVWRF
EURDGO\ VWDWLF ZLWK LQFUHDVHV LQ RSHUDWLRC
WR GHULYDWLYHV DQG FROODWHUDO EHLQJ RIIVHYV
UHODWLQJ WR QRQ RSHUDWLRQDO GHSRVLWV IURI
FRQWLQJHQW IXQGLQJ REOLJDWLRQV QDPHO\ RYHU
GHQRPLQDWRU RI WKH /&5 E\ ZKLOVW WKH QXPHL

DD

E\ ELOOLRQ RU YLD WKH OLTXLGLW\ EXIIHU
([SODQDWLRQV RQ WKH FXDMMHWHBE WKH JUDSKV DW WKH EHJLQQLQJ RI Wtk
WKH /&5 RYHU WLPH WKH (XURSHDQ EDQN V /&5 RYHU WLPH EDVHG RQ

PROQWKY DW HDFK UHSRUWLQJ GDWH LQ DFFRUGD
(XURSHDQ EDQN V /&5 KDV EHHQ VDIHO\ DERYH U
KLIJKHU WKDQ WKH DYHUDJH /&5 IRU 2 6,,V RI
LQFUHDVLQJ WUDMHFWRU\ ,W LV GULYHQ SULPDUL
QHW RXWIORZV RYHU WKH \HDU GRZQ ELOOLRC
DYHUDJH SHULRG 7KLV LV FRPSOHPHQWHG E\ D U
WKH OLTXLGLW\ EXIIHU RI ELOOLRQ RU 2YHL
UHPDLQ WKH SULPDU\ FRQVWLWXHQW RI WKH OLTXL

V RQ WKH/DFWIX®IOV\ DQG FRQFHQWUDWLRQ ULVN LV DSSURS

LRQ RI IXQEFRUEREYAVN LOQWHUQDO SROLFLHV DQG UHJXOD
KDV SURFHGXUHV LQ SODFH ZKLFK UHTXLUH ERWK |
RI WKH FRPSRVLWLRQ DQG YDULDWLRQ RI +4/%
RXWIORZV 30HDVH VHH WKH WH[W IURP SDJH I
WKH UHSRUWLQJ GDWH OHYHOV RI FRQFHQWUDWL
ZLWK WKH PDMRULW\ Rl IXQGLQJ E\ WKH WRS
SULPDULO\ IURP LQWUDJURXS FRXQWHUSDUWLHV |
ZKROHVDOH IXQGLQJ IURP VHOHFWHG ILQDQFLDO F.

ULSWL/K® EIXWKH LV SULPDULO\ FRPSRVHG RI /HYHO DV
I WKH LRYUMWWEW LIRBXENYY UHSUHVHQWY WKH VXEVWDQWLD
ITHU UHSRUWLQJ GDWH WUHQGLQJ RQ DYHUDJH DURXQ
PRQWK SHULRG 'LYHUVLILFDWLRQ LQ WKH EXIIH!
LQYHVWPHQWYV LQ /HYHO GHEW LQVWUXPHQWYV VX
ORFDO ERQGV SXEOLF VHFWRU DQG VXSUDQDWLRQ
EDFNHG FUHGLW LQVWLWXWLRQV ZLWK FRPSDUDWL
DVVHWY QDPHO\ KLJK TXDOLW\ FRYHUHG ERQGV VYV

'"HULY
FROO

H H[SRVXUHVHWOY BWWHQ W[ISRIV XUHV LQ WKH (XURSHDQ EDQN V
DO FDOOV EDVLV ZLWK VXEVHTXHQW OLTXLGLW\ RXWIORZV C
FDWHJRULVHG DFFRUGLQJO\

DWLY
DWHU

L
H

&XUUHQF\ PLVPDWFK LQTWHKHX&BSHDQ EDQN V VLIQLILFDQW FXUUHQFLHV L
FRQVLVWHQW VXUSOXV EHWZHHQ WKH OLTXLGLW\
WKH VWUHQJWK RI WKH (XURSHDQ EDQN V OLTXLGL
DQ DYHUDJH EDVLV RYHU PRQWKY WKH /&5 SF
UHPDLQV DERYH UHJXODWRU\ PLQLPXPV DQG DYHU

2WKHU LWHPV LQ WKH /&K HWH DXUHD YRRRWKHU LWHPV LQ WKH /&5 FDOFXOC
WKDW DUH QRW FDSWXUH&RLQRWKUH&PHPSODWH DW WKH UHSRUWLQJ GDWF
GLVFORVXUH WHPSODWH EXW WKDW WKH

LQVWLWXWLRQ FRQVLGHUVY UHOHYDQW IRU

LWV OLTXLGLW\ SURILOH

(%% B(R257 21 [ AR ' 7< ND($SABE(H BR1'(5 $57 &/[( 2) 7+( &55

< o
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7TDEOH (8 /7,4 1HW 6WDEOH )XQGLQJ 5DWLR
8QZHLJKWHG YDOXH E\ UHVLGXDO PDWXULW\
$W  'HFHPEHU PRQWKYV WR "HLIKWHG
P 1R PDWXULWRQWKYV \U 9 \p YDOXH

$YDLODEOH VWDEOH IXQGLQJ $6) ,WHPV

&DSLWDO LWHPV DQG LQVWUXPHQWYV o] o] o]

2ZQ IXQGV o] o] o]
2WKHU FDSLWDO LQVWUXPHQWYV o] o] o] o]
5HWDLO GHSRVLWV o le) o le)
6WDEOH GHSRVLWV o le] o o)
/HVV VWDEOH GHSRVLWYV o] o] o] o]
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV o] o]
2WKHU ZKROHVDOH IXQGLQJ

,QWHUGHSHQGHQW OLDELOLWLHV ¢] o) ¢] o)
2WKHU OLDELOLWLHV o] o] o]
16)5 GHULYDWLYH OLDELOLWLHYV

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH DERYH
FDWHJRULHYV le) o le)

7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)
5HTXLUHG VWDEOH IXQGLQJ 56) ,WHPV
7RWDO KLJK TXDOLW\ OLTXLG DVVHWV +4/%

(8 D$VVHWV HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ Rl RQH \HDU R® PRUH LQ D FRYH® SRROO
'"HSRVLWV KHOG DW RWKHU ILQDQFLDO LQVWLWXWLRQV IRU RSHUDWLRQDO SXUSRYHYV o]
3HUIRUPLQJ ORDQV DQG VHFXULWLHV

3HUIRUPLQJ VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV )
FROODWHUDOLVHG E\ /HYHO +4/$ VXEMHFW WR  KDLUFXW o) o]
3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHU
FROODWHUDOLVHG E\ RWKHU DVVHWY DQG ORDQV DQG DGYDQFHV WR ILQDQFLDOGQVWLWXWLRQV
3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWVY ORDQV WR UHWDLO DQG VPDOO
EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG 36(V RI ZKLFKO o)
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHO ,,
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o o]
3HUIRUPLQJ UHVLGHQWLDO PRUWJDJHV RI ZKLFK o o o o]
:LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHO ,, )
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o o o]
2WKHU ORDQV DQG VHFXULWLHY WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\ DV +4/$
LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHY DQG WUDGH ILQDQFH RQ EDODQFH VKHHW
SURGXFWYV
,QWHUGHSHQGHQW DVVHWYV o o] o o]
2WKHU DVVHWYV o

3K\WLFDO WUDGHG FRPPRGLWLHV o] o]

$VVHWYV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYH FRQWUDFWY DQG FRQWULEXWLRQV WR
GHIDXOW IXQGV RI &&3V o O o (0]

16)5 GHULYDWLYH DVVHWYV o] o]
16)5 GHULYDWLYH OLDELOLWLHV EHIRUH GHGXFWLRQ RI YDULDWLRQ PDUJLQ SRVWHG

$00 RWKHU DVVHWV QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV o

211l EDODQFH VKHHW LWHPV o] o] o] o]
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

I1RWH 'XH WR URXQGLQJ WKHUH PD\ EH LPPDWHULDO YDULDWLRQV EHWZHHQ 3LOODU DQG UHJXODWRU\ VX

7KH LQFUHDVH LQ WKH 16)5 UDWLR IURP WKH SUHYLRXV TXDUWHU HQG 6

D FRPSDUDWLYHO\ ORZHU GHFUHDVH LQ $6) GRZQ ELOOLRQ WKDQ 56)
LQFOXGHG \HDU HQG SURILW DW '"HFHPEHU ZKLFK ZDV ODUJHO\ RIIV
ZHLIKWHG DW 56) ZzZDV ODUJHO\ LQIOXHQFHG E\ UHGXFWLRQV LQ HQFXP

WR ILQDQFLDO FXVWRPHUYV
7KH (XURSHDQ EDQN V 16)5 UDWLR UHPDLQVY ZHOO DERYH WKH UHJXODWRU

BNY MELLON
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8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

$W 6HSWHPEHU PRQWKYV WR HLIKWHG
P 1R PDWXULWRQWKYV \ 9 \U YDOXH
$YDLODEOH VWDEOH IXQGLQJ $6) ,WHPV

&DSLWDO LWHPV DQG LQVWUXPHQWYV o l¢) o

2ZQ IXQGV o l¢) o

2WKHU FDSLWDO LQVWUXPHQWYV o] le) o] o)
5HWDLO GHSRVLWYV o] o] o] o]
6WDEOH GHSRVLWV o] le] o] o)
/HVV VWDEOH GHSRVLWV o] o] o] o]
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV o] o]

2WKHU ZKROHVDOH IXQGLQJ

, QWHUGHSHQGHQW OLDELOLWLHV o l¢) o le)
2WKHU OLDELOLWLHV le) le) o] o)
16)5 GHULYDWLYH OLDELOLWLHYV o]

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH DERYH
FDWHJRULHV o) o o)

7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)
S5HTXLUHG VWDEOH IXQGLQJ 56) ,WHPV
7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$

(8 D$VVHWV HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ Rl RQH \HDU R® PRUH LQ D FRYH® SRROO
'"HSRVLWV KHOG DW RWKHU ILQDQFLDO LQVWLWXWLRQV IRU RSHUDWLRQDO SXUSRWHV o]
3HUIRUPLQJ ORDQV DQG VHFXULWLHYV

3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV )
FROODWHUDOLVHG E\ /JHYHO +4/$ VXEMHFW WR KDLUFXW le)
3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHU
FROODWHUDOLVHG E\ RWKHU DVVHWYV DQG ORDQV DQG DGYDQFHV WR ILQDQFLDO LQVWLWXWLRQV
3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWVY ORDQV WR UHWDLO DQG VPDOO
EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG 36(V RI ZKLFKO
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHQ ,, .
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN le) o]
3HUIRUPLQJ UHVLGHQWLDO PRUWJDJHV RI ZKLFK o] le) o] o)
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHQ ,, i ]
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o le) o] o)
2WKHU ORDQV DQG VHFXULWLHV WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\ DV +4/$
LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHV DQG WUDGH ILQDQFH RQ EDODQFH VKHHW
SURGXFWYV
L QWHUGHSHQGHQW DVVHWYV o] le) o] o)
2WKHU DVVHWYV o]

3K\WLFDO WUDGHG FRPPRGLWLHYV o ¢}

$VVHWYV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYH FRQWUDFWY DQG FRQWULEXWLRQV WR
GHIDXOW IXQGV RI &&3V o} o o} O

16)5 GHULYDWLYH DVVHWYV
16)5 GHULYDWLYH OLDELOLWLHV EHIRUH GHGXFWLRQ Rl YDULDWLRQ PDUJLQ SRVWHG

$00 RWKHU DVVHWY QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV o
21l EDODQFH VKHHW LWHPV o) o) o) o
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

I1RWH 'XH WR URXQGLQJ WKHUH PD\ EH LPPDWHULDO YDULDWLRQV EHWZHHQ 3LOODU DQG UHJXODWRU\ VX

BNY MELLON
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8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

$W -XQH PRQWKYV WR HLIKWHG
P 1R PDWXULWRQWKYV \ 9 \U YDOXH
$YDLODEOH VWDEOH IXQGLQJ $6) ,WHPV

&DSLWDO LWHPV DQG LQVWUXPHQWYV o l¢) o

2ZQ IXQGV o l¢) o

2WKHU FDSLWDO LQVWUXPHQWYV o] le) o] o)
5HWDLO GHSRVLWYV o] o] o] o]
6WDEOH GHSRVLWV o] le] o] o)
/HVV VWDEOH GHSRVLWV o] o] o] o]
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV o] o]

2WKHU ZKROHVDOH IXQGLQJ

, QWHUGHSHQGHQW OLDELOLWLHV o l¢) o le)
2WKHU OLDELOLWLHV le) le) o] o)
16)5 GHULYDWLYH OLDELOLWLHYV o]

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH DERYH
FDWHJRULHV o) o o)

7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)
S5HTXLUHG VWDEOH IXQGLQJ 56) ,WHPV
7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$

(8 D$VVHWV HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ Rl RQH \HDU R® PRUH LQ D FRYH® SRROO
'"HSRVLWV KHOG DW RWKHU ILQDQFLDO LQVWLWXWLRQV IRU RSHUDWLRQDO SXUSRWHV o]
3HUIRUPLQJ ORDQV DQG VHFXULWLHYV

3HUIRUPLQJ VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV )
FROODWHUDOLVHG E\ /JHYHO +4/$ VXEMHFW WR KDLUFXW o le)
3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHU
FROODWHUDOLVHG E\ RWKHU DVVHWYV DQG ORDQV DQG DGYDQFHV WR ILQDQFLDOGQVWLWXWLRQV
3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWVY ORDQV WR UHWDLO DQG VPDOO
EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG 36(V RI ZKLFKO o
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHQ ,, .
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN le) o]
3HUIRUPLQJ UHVLGHQWLDO PRUWJDJHV RI ZKLFK o] le) o] o)
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHQ ,, i ]
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o le) o] o)
2WKHU ORDQV DQG VHFXULWLHV WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\ DV +4/$
LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHV DQG WUDGH ILQDQFH RQ EDODQFH VKHHW
SURGXFWYV
L QWHUGHSHQGHQW DVVHWYV o] le) o] o)
2WKHU DVVHWYV o]

3K\WLFDO WUDGHG FRPPRGLWLHYV o ¢}

$VVHWYV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYH FRQWUDFWY DQG FRQWULEXWLRQV WR
GHIDXOW IXQGV RI &&3V o} o o} O

16)5 GHULYDWLYH DVVHWYV
16)5 GHULYDWLYH OLDELOLWLHV EHIRUH GHGXFWLRQ Rl YDULDWLRQ PDUJLQ SRVWHG

$00 RWKHU DVVHWY QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV o
21l EDODQFH VKHHW LWHPV o) o) o) o
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

I1RWH 'XH WR URXQGLQJ WKHUH PD\ EH LPPDWHULDO YDULDWLRQV EHWZHHQ 3LOODU DQG UHJXODWRU\ VX

BNY MELLON
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8QZHLIJKWHG YDOXH E\ UHVLGXDO PDWXULW\

$W 0DUFK PRQWKYV WR HLIKWHG
P 1R PDWXULWRQWKYV \ 9 \U YDOXH
$YDLODEOH VWDEOH IXQGLQJ $6) ,WHPV

&DSLWDO LWHPV DQG LQVWUXPHQWYV o l¢) o

2ZQ IXQGV o l¢) o

2WKHU FDSLWDO LQVWUXPHQWYV o] le) o] o)
5HWDLO GHSRVLWYV o] o] o] o]
6WDEOH GHSRVLWV o] le] o] o)
/HVV VWDEOH GHSRVLWV o] o] o] o]
:KROHVDOH IXQGLQJ

2SHUDWLRQDO GHSRVLWYV o] o]

2WKHU ZKROHVDOH IXQGLQJ

, QWHUGHSHQGHQW OLDELOLWLHV o l¢) o le)
2WKHU OLDELOLWLHV le) le) o] o)
16)5 GHULYDWLYH OLDELOLWLHYV o]

$00 RWKHU OLDELOLWLHY DQG FDSLWDO LQVWUXPHQWY QRW LQFOXGHG LQ WKH DERYH
FDWHJRULHV o) o o)

7RWDO DYDLODEOH VWDEOH IXQGLQJ $6)
S5HTXLUHG VWDEOH IXQGLQJ 56) ,WHPV
7TRWDO KLJK TXDOLW\ OLTXLG DVVHWYV +4/$

(8 D$VVHWV HQFXPEHUHG IRU D UHVLGXDO PDWXULW\ Rl RQH \HDU R® PRUH LQ D FRYH® SRROO
'"HSRVLWV KHOG DW RWKHU ILQDQFLDO LQVWLWXWLRQV IRU RSHUDWLRQDO SXUSRWHV o]
3HUIRUPLQJ ORDQV DQG VHFXULWLHYV

3HUIRUPLQJ VHFXULWLHYV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHUV )
FROODWHUDOLVHG E\ /HYHO +4/$ VXEMHFW WR  KDLUFXW o
3HUIRUPLQJ VHFXULWLHV ILQDQFLQJ WUDQVDFWLRQV ZLWK ILQDQFLDO FXVWRPHU
FROODWHUDOLVHG E\ RWKHU DVVHWY DQG ORDQV DQG DGYDQFHY WR ILQDQFLDOGQVWLWXWLRQV
3HUIRUPLQJ ORDQV WR QRQ ILQDQFLDO FRUSRUDWH FOLHQWY ORDQV WR UHWDLO DQG VPDOO
EXVLQHVV FXVWRPHUV DQG ORDQV WR VRYHUHLJQV DQG 36(V RI ZKLFKO o)
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHO ,, )
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o o)
3HUIRUPLQJ UHVLGHQWLDO PRUWJDJHV RI ZKLFK o o o o
LWK D ULVN ZHLJKW RI OHVV WKDQ RU HTXDO WR XQGHU WKH %DVHO ,, ) )
6WDQGDUGLVHG $SSURDFK IRU FUHGLW ULVN o) o o o
2WKHU ORDQV DQG VHFXULWLHY WKDW DUH QRW LQ GHIDXOW DQG GR QRW TXDOLI\ DV +4/$
LQFOXGLQJ H[FKDQJH WUDGHG HTXLWLHY DQG WUDGH ILQDQFH RQ EDODQFH VKHHW
SURGXFWYV
,QWHUGHSHQGHQW DVVHWYV o o o o

2WKHU DVVHWYV
3K\WLFDO WUDGHG FRPPRGLWLHYV o o

$VVHWYV SRVWHG DV LQLWLDO PDUJLQ IRU GHULYDWLYH FRQWUDFWY DQG FRQWULEXWLRQV WR
GHIDXOW IXQGV RI &&3V o} o o} O

16)5 GHULYDWLYH DVVHWYV

16)5 GHULYDWLYH OLDELOLWLHY EHIRUH GHGXFWLRQ Rl YDULDWLRQ PDUJLQ SRVWHG
$00 RWKHU DVVHWY QRW LQFOXGHG LQ WKH DERYH FDWHJRULHV
21l EDODQFH VKHHW LWHPV o) o) o) o
7RWDO 56)

1HW 6WDEOH )XQGLQJ 5DWLR

I1RWH 'XH WR URXQGLQJ WKHUH PD\ EH LPPDWHULDO YDULDWLRQV EHWZHHQ 3LOODU DQG UHJXODWRU\ VX

BNY MELLON
5LVN 3LOODU 'LVFORVXUHXHFHPEHU
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+XPDQ UHVRXUF

$UWLFOH &55 S5HPXQHUDWLRQ SROLF\

*RYHUQDQFH

7KH %RDUG LV UHVSRQVLEOH IRU WKH UHPXQHUDWLRQ SROLF\ DQG LWV L
EUDQFKHYVY DQG VXEVLGLDULHV 7KH %RDUG HQVXUHV WKDW YDULDEOH UHF
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 UHYLHZV DQQXDOO\ WKH OLVW RI VWDII WKDW KDYH D PDWH.!
,GHQWLILHG 6WDII RU 057V DQRG WKHLU YDULDEOH FRPSHQVDWLRQ LC
DSSOLHG EHIRUH VXEPLWWLQJ WKH SURSRVDOV WR WKH %RDUG LQ VH
DSSURYDO
$00 5HP&R PHPEHUV DUH QRQ H[HFXWLYH GLUHFWRUV RI WKH %RDUG
VHFUHWDULDO GXWLHV

>
,0
BNY MELLON
+XPDQ 5HVRXUFHV 3LOODU 'LVFORVXUHXHFHPEHU
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7TKH %RDUG PHHWVY DW OHDVW TXDUWHUO\ DQG DSSURYHV WKH \HDU HQ
PHPEHUV 7KH 5HP&R PHW HOHYHQ WLPHV GXULQJ LOQFOXGLQJ IRXU MR
FRPPLWWHHY OLVWHG LQ WKH UHPXQHUDWLRQ SROLF\ PHW D WRWDO RI W
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 'LYHUVLW
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 YDULDE
LV LQ WKH IRUP RI DQQXDO DQG RU ORQJ WHUP LQFHQWLYHV DQG ZKHUH
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

O9DULDEOH UHPXQHUDWLRQ 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
LQGLYLGXDO EHORQJV WR D EXVLQHVV OLQH DQG LQGLYLGXDO OHYHO I
FRQVLVWV Rl ERWK FDVK DQG GHIHUUHG FRPSRQHQWVY 7KH %RDUG DC
FRPSHQVDWLRQ SODQ HQFRXUDJHV ULVN WDNLQJ DW D OHYHO QRW DFFHSV

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 Rl WKH UREXVW SHUIRUPDQFH DSSUDLVDC
DQ LQGLYLGXDOXxV SHUIRUPDQFH 7KLV SURFHVV LV EXLOW XSRQ WKH DV
EXVLQHVV JRDOV EXW DOVR FRPSXOVRU\ ULVN FRPSOLDQFH JRDOV GLY
WKH YDOXHV EHKDYLRUV VKRZFDVHG E\ WKH LQGLYLGXDO )RU VHOHFWHF
DVVHVVPHQW RI WKH LQGLYLGXDOxV SHUIRUPDQFH DJDLQVW DQ HQYLL
(QYLURQPHQWDO 6RFLDO DQG *RYHUQDQFH U(6*U VWUDWHJ\

< _g

BNY MELLON
+XPDQ 5HVRXUFHYV 3LOODU 'LVFORVXUHXHFHPEHU



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

&DWHJRULHV RI VWDII ZKRVH SURIHVVLRQDO DFWLYLWLHY KDYH D PDWHULI
LQFOXGH LQ WKHLU SHUIRUPDQFH DSSUDLVDO SURFHVV RQH RU PRUH UJREL
DOVR DVVHVVHG DV DOO VWDII PHPEHUV 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 WKIHQRELKRIQ®HRBFRRWUHG LQ ZKLFK XOWLPDWHO\
DGMXVWPHQW RI 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¢

1O O
Clogr
O|—O0

/
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
DQ ([HFXWLYH 'LUHFWRU Rl WKH %DQN DQG RU D 057 LQ UHFHLSW |
H[FHHGLQJ (85

E IRU VHQLRU PDQDJHUV HJ ([&R PHPEHUV PHPEHUV RI EUDQFK PDQI
\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 WKLV UHTXLUHPHQW WKH (XURSHDQ EDQN ZLBFOXEHQHIEHHXS
'LUHFWRUV RI WKH %DQN DQG RU 057V LQ UHFHLSW RI D SDUWLFXODUO\ KLJK
UHPXQHUDWLRQ BRXBOG ORZV\RQ WKH IROORZLQJ SDJH

,QGH[HG DQQXDOO\ RQ WKH VW RI '"HFHPEHU RQ WKH EDVLV RI WKH %HOJLDQ KHDOWK LQGH]

< o
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8S JURQW '"HIHUUHG

&DVK &DVK $ZDUG 9DULD'HOMUUHG (TXLWADULDEOH UHPXQHUDWLRQ LQ UHVSHFW RI WK
UHPXQHUDWLRQ LQ UKMNWNBUHPMWKDMM ZMOKH EH SURYLGHG WR WKH HPSOR\HH LQ UHVWU
DSSOLFDEOH SHUIRUPD@®HHKBQUVWKRWYW ZHOQYHU\ ZLOO EH GHWHUPLQHG DW WKH VI
EH SDLG WR WKH HPSORGHHHUUABVKTXQWMKH. OO YHVW DV IROORZV

JHEUXDU\ SD\UROO WKH J)RO®ORBZVQIKRHDWH 6HQLRU 0DQDJHUV HTXDO DQQXDO LQV\
VXEMHFW WR WKH XVXDQQGHIBX¥FMLRRIVWKH DZDUG
LQFRPH WD[ DQG DSSOLDRDNERWKMRFLDQY HTXDO DQQXDO LQVWDOOPHQWY VWDUW

VHFEXULW\ FRQWULEXWLBQ@DBUG
JRU DOO 057V HDFK WUDQFKH RI YHVWHG HTXLW\ ZLOO EH VXE|
YHVWLQJ EHIRUH LW PD\ EH VROG UHIHUUHG WR LQ WKH FKDU'

(TXLW\,QVWDQW 9HVW (TO9O.WL\DEOH
UHPXQHUDWLRQ LQ UHVSHFW RI WKH
DSSOLFDEOH SHUIRUPDQFH \HDU WKDW ZLOO
EH SURYLGHG WR WKH HPSOR\HH LQ %1<
OHOORQ VWRFN ZKLFK YHVWY RQ WKH JUDQW
GDWH DQG LV VXEMHFW WR D \HDU
UHWHQWLRQ SHULRG EHIRUH LW FDQ EH VROG

$00 HTXLW\ DZDUGV ZLOO EH VXEMHFW WR WKH DSSOLFDEOH UXOHV RI WK
XQGHU ZKLFK WKH\ DUH GHOLYHUHG DQG WKH *HQHUDO ,QFHQWLYH 30DQ
VXEMHFW WR WHUPV DQG FRQGLWLRQV WKDW SURYLGH IRU IRUIHLWXUH PI

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
+XPDQ 5HVRXUFHYV 3LOODU 'LVFORVXUHXHFHPEHU
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7TDEOH (8 5(0 5HPXQHUDWLRQ DZDUGHG IRU WKH ILQDQFLDO \HDU
7KLV WDEOH VKRZV WKH WRWDO M40V & BHGWWRUMFIXQIIRUDWLRQ

$W '"HFHPEHU GXSHUO\;/EVF@DQDJ&?HQZ\M/KHU VHQLRU2WKHU
IXQFWLRQ IXQFWLRQQDJHPH@MHQWLILHG VWD
1XPEHU RI LGHQWLILHG VWDII
7RWDO IL[HG UHPXQHUDWLRQ
21 ZKLFK FDVK EDVHG
1RW DSSOLFDEOH LQ WKH (8
(8 D)L[ 21 ZKLFK VKDUHV RU HTXLYDOHQW RZQHUVKLSOLQWHUHVWV o] o]
UHP QHUDWQR@KLFK VKDUH OLQNHG LQVWUXPHQWV RU HTXLYDOHQW QRQ FDVK i
LQVWUXPHQWYV l6) o) 1) o
(8 [ 21 ZKLFK RWKHU LQVWUXPHQWYV o] o] l¢] o]
1RW DSSOLFDEOH LQ WKH (8
21 ZKLFK RWKHU IRUPYV o o} o] o
1RW DSSOLFDEOH LQ WKH (8
1XPEHU RI LGHQWLILHG VWDII o
7RWDO YDULDEOH UHPXQHUDWLRQ o}
21 ZKLFK FDVK EDVHG o]
21 ZKLFK GHIHUUHG o] o] o] (o]
(8 D 21 ZKLFK VKDUHV RU HTXLYDOHQW RZQHUVKLSOLQWHUHVWYV
(8 D9DU LDE o 21 ZKLFK GHIHUUHG o}
UHPXQHUDWRRBKLFK VKDUH OLQNHG LQVWUXPHQWY RU HTXLYDOHQW QRQ FDVK
(8 E LQVWUXPHQWYV o o] o] o}
(8 E 21 ZKLFK GHIHUUHG o] o} o] o
(8 [ 21 ZKLFK RWKHU LQVWUXPHQWYV o] o] o] o
(8 \ 21 ZKLFK GHIHUUHG o] o] o] o]
21 ZKLFK RWKHU IRUPV o} o] o] o]
21 ZKLFK GHIHUUHG o] o] ¢] ¢]

7RWDO UHPXQHUDWLRQ

7TDEOH (8 5(0 6SHFLDO SD\PHQWYVY WR VWDII ZKRVH SURIHVVLRQDO L
RQ LQVWLWXWLRQVx ULVN SURILOH LGHQWLILHG VWDII

7KLY WDEOH VKRZV DQ\ VSHFLDO SD\PHQWY PDGH WR 057V IRU

0% 0%
$W 'HFHPEHU 6XSHUYLVRDQDJHPH@WKHU VHQLRU2WKHU
IXQFWLRQ IXQFWLRPQQDJIJHPHM@MHQWLILHG VWDI
*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGYV
*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGV 1XPEHU RIQGHQWLILHG VWDII o

*XDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGV 7RWDO DPRR®QW o ¢}

21 ZKLFK JXDUDQWHHG YDULDEOH UHPXQHUDWLRQ DZDUGV SDLG GXULQJ WKH ILQDQFLDO \HDU
WKDW DUH QRW WDNHQ LQWR DFFRXQW LQ WKH ERQXV FDS O o

6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGYV

6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGYV
ILQDQFLDO \HDU 1XPEHU RI LGHQWLILHG VWDII

6HYHUDQFH SD\PHQWY DZDUGHG LQ SUHYLRXV SHULRGYV

WKDW KDYH EHHQ SDLG RXW GXULQJ WKH ILQD
WKDW KDYH EHHQ SDLG RXW GXULQJ WKH
(0] o (0]

WKDW KDYH EHHQ SDLG RXW GXULQJ WKH
ILQDQFLDO \HDU 7RWDO DPRXQW o (0] (0]

6HYHUDQFH SD\PHQWV DZDUGHG GXULQJ WKH ILQDQFLDO \HDU

6HYHUDQFH SD\PHQWYV DZDUGHG GXULQJ WKH ILQDQFLDO \HDW 1XPEHU @I LGHQWLOLHG VWDII
6HYHUDQFH SD\PHQWYV DZDUGHG GXULQJ WKH ILQDQFLDO \HDU 7RWDO DPRXQW o

21 ZKLFK SDLG GXULQJ WKH ILQDQFLDO \HDU o o o]

21 ZKLFK GHIHUUHG (o] o] o] o]

21 ZKLFK VHYHUDQFH SD\PHQWV SDLG GXULQJ WKH ILQDQFLDO \HDU WKDW DUH QRW WDNHQ LQWR
DFFRXQW LQ WKH ERQXV FDS o ¢

21 ZKLFK KLJKHVW SD\PHQW WKDW KDV EHHQ DZDUGHG WR D §LQJOH SHOVRQ O

,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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7TDEOH (8 5(0 '"HIHUUHG UHPXQHUDWLRQ
7KLY WDEOH VKRZV WKH WRWDI®R & 18 bBHY LRGNV V WDXQWH QYD WURE® SUHYLRXV \HDUYV

7RWDO DPRXQW RI
DGMXVWPHQW GXULQJ

$PRXQW WIKH ILQDQFLDO \HDU 7RWDO RI DF

SHUIRUPDQFGIXH WR H[ SRVW GHIHU

$PRXQW BRGMXVWPHQW PDGHLPSOLFIZRWDO DPRXQWHRXQHU

7RWDO DPI SHUIRUPDQRHK) WKH ILQDQRL®MXVWPHQWY GHIHUUHG DZDUGH

GHIHU DGMXVWPHQW\ADGHNR GHIHUUHGKDQJHYV BHPXQHUDWLRQSUHYL

UHPXQHU LQ WKH ILQUDMFXQBUDWLRQ WKDRI GHIHDZDWGHG EHIRSGHUIRUP

DZDUGH \HDU WR GHZIBWUGI)GH WR YHHVAX QIQUDW L V@ K5 XIHQ D Q F L D SH\BIDRIG W

'"HIHUUHG DQG UHWDLQHG UHPXQHUDWLRQ SUHYL 21 ZKLFK GXRIMARKLFK YHUWPEOHUDWLRQ WKDWWXUWHAR WKH FKDQDHRWRDOO\ SDLGYRXWHG

$W "HFHPEHU SHUIRUP YHVW LQ WIKHVXEVHTZBQWXH WR YHV®HUQRUPDQFH SULFHV RLQ WKH ILQDQFLWOEMH

Y SHUL ILQDQFLDO \HMWQFLDO WHWHUM.QDQFLDO \HDUHDUV LQVWUXPHQWYV \HDUUHWHQWLR

0% 6XSHUYLVRU\ IXQFWLRQ 6] 6] o) o) o) ) o o

&DVK EDVHG o o] o] o o o ] o}

6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVW\O o] (o] o] o] o] l¢] o]

6KDUH OLQNHG LQVWUXPHQWY RU HTXLYDOHQW Q@RQ FDVK LQWWUXPHQWV O o] o] o] o] o]

2WKHU LQVWUXPHQWYV o] o] o o] o] o] o o]

2WKHU IRUPV o] o] o] o] o o o o
0% ODQDJHPHQW IXQFWLRQ o o o

&DVK EDVHG o] o] o] o]
6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV o) o) )

6KDUH OLQNHG LQVWUXPHQWY RU HTXLYDOHQW Q@RQ FDVK LQWWUXPHQWV O o o o o o}

2WKHU LQVWUXPHQWYV o] o] (o] o] o] o] l¢] o]

2WKHU IRUPV o] (¢] ¢] e] [e] o] [¢] o]
2WKHU VHQLRU PDQDJHPHQW o] o] o]

&DVK EDVHG o} o o} o
6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV o o o

6KDUH OLQNHG LQVWUXPHQWY RU HTXLYDOHQW Q@RQ FDVK LQVWUXPHQWV O o) o) o) o o

2WKHU LQVWUXPHQWYV 6] e) o) o) o) ) o o

2WKHU IRUPV o] o] 0o o ] o o o
2WKHU LGHQWLILHG VWDII o] o] o]

&DVK EDVHG o] o] o] o]
6KDUHV RU HTXLYDOHQW RZQHUVKLS LQWHUHVWYV o] o] o]

6KDUH OLQNHG LQVWUXPHQWY RU HTXLYDOHQW @RQ FDVK LQWWUXPHQWV O o} o o} o] o

2WKHU LQVWUXPHQWYV o} o] o] o o o o o

2WKHU IRUPV (o] o] o] o] o] o] o) o]
7RWDO DPRXQW o) o) )

I1RWH 7KHUH ZHUH QR DGMXVWPHQWY PDGH WR GHIHUUHG UHPXQHUDWLRQ DQG QR DGMXVWPHQWY GXH WR H[ SRVW LPSOLFLW DGMXVW

,QFOXGHVY WRWDO YHVWHG FDVK DQG HTXLW\ (TXLW\ SRUWLRQ LV YDOXHG DV DW WKH GDWH WKH DZDUG YHVWHG

>
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7DEOH (8 5(0 S5HPXQHUDWLRQ RI PLOOLRQ (85 RU PRUH SHU \HDU

$W 'HFHPEHU

\Y

WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ
WR EHORZ

OO0 O0000O0o0o

7TDEOH (8 5(0 ,QIRUPDWLRQ RQ UHPXQHUDWLRQ RI VWDII ZKRVH SUR
PDWHULDO LPSDFW RQ LOQVWLWXWLRQVx ULVN SURILOH LGHQWLILHG VWDII

ODQDJHPHQW ERG\ UHPXQHUDWLRQ %XVLQHVV DUHDYV
,QGHSHQGHQW

0% 0% LQWHUQDO

$W  'HFHPEHU 6XSHUYLORQDIHPH@WRWDQYHVWPHGMWWDLO $VVH&VRUSRUDWHFRQWURO
v IXQFWLRQXQFWLRQ@% EDQNLEDQNLPDQDJHPHIQWFWLRQXQFWLBQ® RWKIRWDO

7RWDO QXPEHU RI LGHQWLILHG
VWDII
21 ZKLFK PHPEHUV RI WKH
0%
21 ZKLFK RWKHU VHQLRU
PDQDJHPHQW o o] o
21 ZKLFK RWKHU LGHQWLILHG )
VWDII o) o o]
7RWDO UHPXQHUDWLRQ RI
LGHQWLILHG VWDII o o]
21 ZKLFK YDULDEOH ) ) )
UHPXQHUDWLRQ o o o]
21 ZKLFK IL[HG ) )
UHPXQHUDWLRQ o) o)
,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

BNY MELLON
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$SSHQGLFF

SHVWLWXWLRQ ULVN

SHVWLWXWLRQ 5LVN UHODWHV WR WXHN0RE®,7HD ARIR X QGHIH F RIPHPHUOAL\D DR E
UHLPEXUVH WKH FOLHQW IRU WKH YDOXH Rl )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

S5HVWLWXWLRQ ULVN LV WKH ULVN WKDW WKH (XURSHDQ EDQN LV ZLOOLQJ
ZDQWV WR RIIHU WR RXU FOLHQWY 7KH ULVN LV JRYHUQHG E\ OLPLWV W
URRP WR PRYH EH\RQG WKLV ZKHUH WKHUH LV D SDUHQWDO JXDUDQWHH |
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 WKHRUHWLFD
PDUNHW SODFH

6WUDWHJILF ULVN

6WUDWHILF ULVN LV GHILQHG DV WKH ULVN DULVLQJ IURP DGYHUVH EXVI
GHFLVLRQV RU ODFN RI UHVSRQVLYHQHVV WR FKDQJHV LQ WKH ILQDQFLDC
RU EXVLQHVV ULVNV PD\ DOVR DULVH IURP WKH DFFHSWDQFH RI QHZ EX
SURGXFWY VWUDWHJILF ILQDQFH DQG ULVN PDQDJHPHQW GHFLVLRQV EX
DFTXLVLWLRQV GLYHVWLWXUHV MRLQW YHQWXUHY DQG PDMRU FDSLWDO |

7KH (XURSHDQ EDQN KDV D PRGHUDWH DSSHWLWH IRU 6WUDWHJLF ULVN
FROFHQWUDWLRQ ZLWKLQ WKH ILQDQFLDO VHUYLFHV LQGXVWU\ DQG HI[SF
XQGHUVWDQG DQG KDYH DQ DSSHWLWH WR DVVXPH WKHVH ULVNV +RZ
FROFHQWUDWLRQ DQG FDSLWDO PDUNHWY H[SRVXUH LV SUXGHQW DQG GLI
VWUDWHJ\

7KH %RDUG LV FRPPLWWHG WR HQVXULQJ WKDW VWUDWHILF 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< OF
OHOORQ

7KH (XURSHDQ EDQN DV D PHPEHU RI WKH %1< OHOORQ *URXS RSHUDWH
LOWHUHVWY ZKLOH DW WKH VDPH WLPH PDLOQWDLQLQJ LWV LQGHSHQGHC
JRYHUQDQFH IUDPHZRUN ZKLFK SURWHFWYV WKH LQWHUHVWY RI WKH HQWLYV

7KH (XURSHDQ EDQN V PDQDJHPHQW KDV FRQVLGHUHG VHYHUDO SRVVLEC(
DIlIHFWHG WKHVH LQFOXGH ,7 VHUYLFHV RXWDJH DQG RWKHU EXVLQHV\
RSHUDWLRQDO LVVXHV WKH\ DUH QRW H[SHFWHG WR KDYH D VLJQLILFDQW
LOQFOXGHG LQ WKH VFHQDULRY DV SDUW RI RSHUDWLRQDO ULVN DVVHVVPH

) g
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ORGHO ULVN

ORGHO ULVN UHIHUV WR WKH SRVVLELOLW\ RI XQLQWHQGHG EXVLQHVV RXW
RI PRGHOV ORGHO ULVN LQFOXGHV WKH SRWHQWLDO ULVN WKDW PDQDJH
LQFRUUHFW PRGHO UHVXOWY RU LQFRUUHFW XQGHUVWDQGLQJ DQG XVH R

ORGHO ULVN FDQ UHVXOW LQ PDWHULDO ILQDQFLDO ORVV LQDFFXUDWH I
VWUDWHJILHY RU GDPDJH WR WKH UHSXWDWLRQ RI WKH (XURSHDQ EDQN RU

7KH (XURSHDQ EDQN XVHV PRGHOV LQ LWV ULVN PDQDJHPHQW IUDPHZRUN
WKH UHOHYDQW FRUSRUDWH SROLFLHY DQG PRGHO ULVN PDQDJHPHQW IUD
LQWR RQH RI WKUHH WLHUV EDVHG RQ PDWHULDOLW\ FRPSOH[LW\ DQG
DSSOLFDEOH WR WKH PRGHO FODVVHV 7KH (QWHUSULVH ORGHO 5LVN &RP
HQWHUSULVH 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\ VWDNHKROGHUV

ORGHOV WKDW LPSDFW WKH FDSLWDO DVVHVVPHQW SURFHVV DUH FDWHJF
YDOLGDWLRQ RI 7LHU PRGHOV LV GRQH E\ D GHVLJQDWHG LQGHSHQGHC
UHTXLUHG WR EH YDOLGDWHG RU UHYLHZHG DV SHU WKH YDOLGDWLRQ VW

%1l< OHOORQ LQWHUQDO DXGLW SURYLGHY LQGHSHQGHQW UHYLHZV RI FRP

$SSHQGL] *ORVVDU\ RI WHUPYV

7KH IROORZLQJ DFURQ\PV DUH D UDQJH RI WHUPV ZKLFK PD\ EH XVHG LQ %1< OHOORQ (0($ 3LO

$FURQ\P '"HVFULSWLRQ $FURQ\P 'HVFULSWLRQ

$%6 $VVHW %DFNHG 6HFXULWLHV  .* .DSLWDODQODJH *HVHOOVFKDIW PE+
$&35 $XWRULWH GH &RQWUROH 3UXGHO®LHO HWXCH- @HYR OXWNRKRPPLWWHH
$)5 $YDLODEOH )LQDQFLDO 5HVRXUFHG 6 &OLHQW $VVHW BRXUFHERRN 5X0OHV
$,) $OWHUQDWLYH ,QYHVWPHQW )X @&, &HQWUDO %DQN RI ,UHODQG
$/&2 $VVHW DQG /LDELOLW\ &RPPLWWHH &UHGLW &RQYHUVLRQ )DFWRU
$/0 $VVHW /LDELOLW\ ODQDJHPHQW &(2 &KLHI ([HEXWLYH 2IILFHU
$0/ $QWL ORQH\ /IDXQGHULQJ &() &ULWLFDO (FRQRPLF )XQFWLRQ
$6 $VVHW 6HUYLFLQJ &(7 &RPPRQ (TXLW\ 7LHU
$7 $GGLWLRQDO 7LHU &*% &$66 *RYHUQDQFH %RG\
$8& $VVHWV 8QGHU &XVWRG\ &,6 &ROOHFWLYH ,QYHVWPHQW 6FKHPH
%$& %XVLQHVV $FFHSWDQFH &RPPLWWHH &DSLWDO ODUNHW $XWKRULW\
%$8 %XVLQHVV DV XVXDO &2& &RPSHQVDWLRQ 2YHUVLJKW &RPPLWWH
%D)LQ JHGHUDO )LQDQFLDO 6XSHUYL&RAR $XWKEBBEWASHUDWLRQDO 2YHUVLIJKW &RPPL)\

%XQGHVDQVWDOW IXU )LQDQIGLHQYWOHLYWXQIVEXIYERKEW L g3
%'$6 %URNHU '"HDOHU DQG $GYLVRU\ GHUYLFHV ¢ i1l w 4XDOLW\ 6WHSV
%) %DQTXH "H JUDQFH &5" &DSLWDO 5HTXLUHPHQWY 'LUHFWLYH
%(0&2 %HOJLXP ODQDJIHPHQW &RXQFLQ g &UHGLW 5LVN OLWLJDWLRQ
%, %DQFD ' ,WDOLD &528& &UHGLW 5LVN 2YHUVLIKW &RPPLWWHH
%1< OHOORQ 7KH %DQN Rl 1HZ <RUN OHOQROQ &RUSRYBWLBE sHTXLUHPHQWY 5HIXODWLRQ
%1< OHOORQ 7KH %DQN RI 1HZ <RUN OHOQRQ 6% 19 6| oW 6HUYLFH '"HOLYHU\
6% 19 &656), &RPPLWWHH IRU 6\WWHPLF 5LVNV DQG
%1< OHOORQ %1< OHOORQ 7UXVW 'HSRVLWDU\ JLQDQFLDO ,QVWLWXWLRQV
7'8./ 8. /ILPLWHG &66) &RPPLVVLRQ GH 6XUYHLOODQFH GX 6HF
%1l<,)& %1< ,QWHUQDWLRQDO )LQDQFL&®B7&RUSRUDMBILAMNDO DQG 6WUHVV 7THVWLQJ &RPPL
%1< OHOORQ %1< OHOORQ 6HUYLFH &7 &RUSRUDWH 7UXVW

<
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$FURQ\F '"HVFULSWLRQ $FURQ\P '"HVFULSWLRQ
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&OLHQW 7HFKQRORJ\ 6ROXWLRQV /&5 JLTXLGLW\ &RYHUDJH 5DWLR

"HXWVFKH %DQN /(52 /HIDO (QWLW\ 5LVN 21ILFHU

'H ITHGHUODQGVFKH %DQN 12% /ILQH Rl %XVLQHVV

'"HOLYHU\ YHUVXV 3D\PHQW 12 /LQH RI "HIHQVH

(ISRVXUH DW GHIDXOW oL)," ., ODUNHWV LQ )LQDQFLDO ,QVWUXPHQW
(XURSHDQ &RPPLVVLRQ 01$ ODVWHU QHWWLQJ DJUHHPHQWYV
(ISHFWHG &UHGLW /RVVHV 050* ORGHO 5LVN ODQDJHPHQW *URXS
(FRQRPLF &DSLWDO 057 ODWHULDO 5LVN 7DNHU

(XURSHDQ &HQWUDO %DQN 1$9 1HW $VVHW 9DOXH

(PEHGGHG &RQWURO ODQDJHPHQW 1404 IDWLRQDO %DQN RI %HOJLXP

(0($ ([HFXWLYH &RPPLWWHH IRPLQDWLRQ 1RPLQDWLRQ DQG (QYLURQPHQW!I
(IWUHPHO\ +LJK 4XDOLW\ /LTXLG $VVHW¥R &RPPLWWHH

(XURSH OLGGOH (DVW DQG $IULFD ;45 1HW 6WDEOH )XQGLQJ 5DWLR

(0($ 5SHPXQHUDWLRQ *RYHUQDQFH &RBPLWWHH wKHU VIVWHPLFDOO\ LPSRUWDQW LQ)
(0($ 6HQLRU 5LVN ODQDJIHPHQW &RRRLWWHH >wKHU &RPSUHKHQVLYH ,QFRPH

(XURSHDQ 8QLRQ 2(,&V 2SHQ HQGHG ,QYHVWPHQW &RPSDQLHYV
(XUR 250) 2SHUDWLRQDO 5LVN 0DQDJHPHQW )UDP]
(DUO\ :DUQLQJ ,QGLFDWRUYV 256% 2SHUDWLRQDO 5LVN 6FHQDULR $QDO\VI
(IHFXWLYH &RPPLWWHH 3 3URILW DQG /RVV

JLQDQFLDO &RQGXFW $XWKRULW\ 3y 3RWHQWLDO )XWXUH ([SRVXUH
JLQDQFLDO PDUNHW XWLOLWLHV 354 3UXGHQWLDO 5HJXODWRU\ $XWKRULW\
JLQDQFLDO 5HSRUWLQJ 6WDQGDUG 53¢ 5LVN $SSHWLWH 6WDWHPHQW
JLQDQFLDO 6HUYLFHV DQG ODUNHWY SV KRULW\yN ¢RPPLWWHH RI WKH %RDUG
JRUHLJQ ([FKDQJH 586% 5LVN DQG &RQWURO 6HOI $VVHVVPHQW
*OREDO 6\WWHPLFDOO\ ,PSRUWDQW3LQDQFLHO, \QYMGHPHYLRQ

“OREDO &XVWRG\ $JUHHPHQW 50& 5LVN ODQDJHPHQW &RPPLWWHH
*OREDO 6HFXULWLHV 3URFHVVLQJ 5p3 5LVN 0ODQDJHPHQW 30DWIRUP

+*LIK 4XDOLW\ /LTXLG $VVHWYV 553 5HFRYHU\ DQG 5HVROXWLRQ 30DQQLQJ

+XPDQ 5HVRXUFHV &RPSHQVDWLRQg&RPPLWWHH 7HLJKW

.QWHUQDWLRQDO $FFRXQWLQJ 6WDQEDUGV 5, yN HLIKWHG $VVHWV
,QWHUQDWLRQDO $FFRXQWLQJ 6WRQGDUGY gaRBYEDUGLVHG $SSURDFK

' QWHUQDO &DSLWDO $VVHVVPHQW gy7 6HFXULW\ )LQDQFLQJ 7UDQVDFWLRQ
,QWHUQDO &DSLWDO $GHTXDF\ $VVHVVPHQW 3YRFHYYHYHO 'HVFULSWLRQ
QFHQWLYH &RPSHQVDWLRQ SHYLHgs&RPPLWYARH YL VRU\ UHYLHZ DQG HYDOXDWLRH
,QWHUQDWLRQDO )LQDQFLDO 5HSRE¥HLQJI 6WRQGPMBYELVN 211LFHU

,QWHUQDO /LTXLGLW\ $GHTXDF\ $VYHVVPHQWUSWRFHVYSRVLWD U\

,QGLYLGXDO /LTXLGLW\ *XLGDQFH 7 - 7LHU 7LHU

'QWHUHVW 5DWH 5LVN RQ %DQNLQG(8RRN 7pwpO &DSLWDO 5HTXLUHPHQWYV
,QWHUQDWLRQDO 0RQH\ 0DQDJIHPHQMg6\VWHP; i EKQRORJI\ 5LVN &RPPLWWHH

' QWHUQDWLRQDO 6ZDSV DQG "HULYPWEYHV $SVVRRAI®WARR $EVRUELQJ &DSDFLW\

'QYHVWPHQW 6HUYLFHV DQG 0DUNRW V76 8QGHUWDNLQJV IRU &ROOHFWLYH ,QYF
JQIRUPDWLRQ 7THFKQRORJ\ 7UDQVIHUDEOH 6HFXULWLHV
H\ 5LVN ,QGLFDWRU 9D5 9DOXH DW 5LVN

.QRZ \RXU FXVWRPHU
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7KH IROORZLQJ WHUPV PD\ EH XVHG LQ WKLV,QRFURHIXPN&DSLWDO $GHTXDF\ $VVHVVPKIQW 3UF

JURXSxV RZO DVVHVVPHQW RI WKH OHYHOV RI FI
$G YDORUHWKRG IRU FKDUJLQJ IHHV DFFRUGLQ: W Y HHYBQKQDIWLR Rl LWV ULVN SURI
L\Lﬁb& %_

JRRGV DQG VHUYLFHV LQVWHDG RI E\ D ILILII—FLQQLI’!QQ’\%/IHF & L KM lbWV
TXDQWLW\ /DWLQ IRU >DFFRUGLQJ@ WR YDOXH

6'$ ODVWHU $JUHHBHREWPHOW WKDW RXWOLQH)

%DVHO7TKH FDSLWDO UHIRUPV DQG LQWURGXFWAEQ, R vPr I WEFBY MY UD OVDFWLRO EF
VWDQGDUG SURSRVHG E\ WKH %DVHO &RPPLYWHF RQu/hBONLRIHOSSHNNEVIWRAWKH vWDQGDUG
%&%6  LQ UHQHJRWLDWH HDFK WLPH D QHZ WUDQVDFWLRQ

%,3583UXGHQWLDO VRXUFHERRN IRU EDQNV 4EXHQ/RLQd MRBMIM T %s2RC 0GLFDWRUV DUH
LQYHVWPHQW ILUPV EXVLQHVV OLQHV WR HYDOXDWH FRQWURO HIIH

%UH[LMH 8QLWHG .LQJGRP V UHIHUHQGXP GHFELWRIR WRESMbYHW KFURFHVYV

&5' 9 2Q  -XQH WKH (XURSHDQ &RPPLVVIIRYWHL wilE¥oyQkHEIQHDRIEWPHQW EHWZHHQ
WKURXJK WKH 2IILFLDO -RXUQDO RI WKH (XURBK®WYHBOIRGHWLHM WK PW IPWHREXRYLSOH FRQ!
D &DSLWDO 5HTXLUHPHQWYV 'LUHFWLYH &5' SYHRG- QDS LMYoVWHH xQdWp ¥ WWOHPHQW RI DOO
5HIJXODWLRQ &55 ZKLFK WRJHWKHU IRUPBYRHQ¥s LG WHND Y H@MWHRI GHIDXOW RU WHUPLQ

SDFNDJH LPSOHPHQWYV WKH %DVHO ,,, UHIRURYIGHAGC 5WERQRW By MUHOL QF QXM R HWY RXW |
RI QHZ SURSRVDOV RQ VDQFWLRQV IRU QRQLEBPSRYRQEER 4 WV kSHXCH KH DPRXQW R

UXOHV FRUSRUDWH JRYHUQDQFH DQG UHPXERUBWLRE (ki QD WE¥WREWR URWLE RN PDOD I
&5' 9 &55,, DSSOLHV IURP  -XQH RRZDBEMx4bWK PBUNWRWRGLVFLSOLQH DQG LPSURY!
UHTXLUHPHQWYV VHW WR EH SKDVHG LQ DYDLODEOH WR WKH PDUNHW

&DSLWDO SHTXLUHPHQWYV 'LUHFWEYWDOADCHIXEES WL DO 5HIXODWLRQ FXWKRWDMWXWBRLS E

OHJLVODWLYH SDFNDJH LVVXHG E\ WKH (XRSHRIR LERBRPLRULRRKIPRSUXGHQWLDO VXSHUY
DGRSWHG E\ (8 PHPEHU VWDWHYV VRFLHWLHV FUHGLW XQLRQV LQVXUHUV DQG PI

&DSLWDO 5HTXLUHPHQWYV 5HEXORWDWQRQS&FKDMHL5$ LV D VXEVLGLDU\ RI WKH %DQN RI (QJ

GLUHFWO\ DSSOLFDEOH WR DQ\RQH LQ WKH {FURSHE S Pk BHIMA RS R WARYDQGLQI 1URP wi

WUDQVSRVHG LQWR QDWLRQDO ODZ WR WKH PDWXULW\ RU HQG GDWH RI DQ H[SRVXU'H

&RPPRQ (TXLW\ 7LHU 7KHD SUWRBVW TXDOLWQVNRB%SEMWHQLWLR WKH W\SHV DQG TXI
RPBBY

R
UHJXODWRU\ FDSLWDO XQGHU %DVHO ,,, FRPaULMLQ MK VVI#VEVI-P(ﬁﬁ'SRVHG
DQG UHODWHG VKDUH SUHPLXP UHWDLQHG HDUQLQJV DQG RWKHU UHVHUYHYV

H[FOXGLQJ WKH FDVK IORZ KHGJLQJ UHVHUYSHVIHVYGVEREWURG BHOAGNYWBUVRHDWG &SR@W U
DGMXVWPHQWYV 6HOI $VVHVVPHQW LV XVHG E\ EXVLQHVV OLQ

VRELDWHG ZLWK WKHLU NH\ EXVLQHVV SURFI

DV
&RUH 7LHU  RIDIIWHIDXS VKDUH FDSLWDO DQQV\PDOL'OJA@%W/\}HWMY%W RI WKH ULVN DQG DVVR
SOXV HTXLW\ QRQ FRQWUROOLQJ LQWHUHVWY OHVV LOWDQJLEOH DVVHWYV DQG NWREG

UHJXODWRU\ GHGXFWLRQV 5LVN *RYHUQDQFH )URAHZIRMUWJIJRYHUQDQFH IUDPt

GHYHORSHG LQ FRQMXQFWLRQ ZLWK %1<

EHH
&UHGLW ULVN PLWLSDWHRKQLESB WR UHGXFHHWﬁ%I_Fdw\(PLRW\HkMNlUDPHZRUN BUH
DVVRFLDWHG ZLWK DQ H[SRVXUH E\ DSSOLFDWLRQ Rl FUHGLW ULVN PLWLJDQWYV

VXFK DV FROODWHUDO JXDUDQWHHV DQG FUHG)MRUPDODRWHFYWHWRQOQFH FRPPLWWHHYV ZLWK PD

DWWHOGHHYV
'"HULYDWSYEHNWULYDWLYH LV D ILQDQFLDO LQVWUXPH%Q_\W DW GHULYHV LW

K v
YDOXH IURP RQH RU PRUH XQGHUO\LQJ DVVHW&OHR ADQ@M%%Q\/@WF@PDWLRQ SURFHVV
FXUUHQFLHV PDQDJHPHQW OLQH DOG IRUPDOO\ JRYHL

ERDUG HWF

(ISRVXU${FODLP FRQWLQJHQW FODLP RU SRVLWERQ ZKEEK ERVUSHYVD BYVMNyXxDO SURFHVV
RI'TLQDQFLDO ORVV PDQDJHPHQW DQG FRQWURO RI ULVNV

([SRVXUH DW GHIDXOWH D®RXQW H[SHFWHGA 5WRXBBU UHSRUWLQJ Rl ULVN LVVXHV
RXWVWDQGLQJ DIWHU DQ\ FUHGLW ULVN PLWLJDWLRO LI DQG ZKH% D
FRXQWHUSDUW\ GHIDXOWV ($' UHIOHFWV UMy OEE%%WMWD&%PZ%%W RiP L WEEHFHK PHHWV

DOORZDQFH IRU XQGUDZQ DPRXQWV RI FRPPR@ ﬁ%\/\/WRD%%R\HR {BRYHEROQFH RQ ULVN UH(
H[SRVXUHV RYHU D RQH \HDU WLPH KRUL]JRQ EXVLQHVV RI WKH JURXS

5LVN ZHLJKWHG $VVHSNWVHVBYS WKDW DUH DGMXVV
DVVRFLDWHG ULVNV XVLQJ ZHLJKWLQJV HVWDE(

J)LQDQFLDO &RQGXFW $XWKKRHILMQDQRSDO &FBQGX W XLUHPHQWYV

$XWKRULW\ UHIJXODWHYV WKH FRQGXFW RI ILQDQFLDO ILUPV DQG _ IRU FHUWDL

ILUPV SUXGHQWLDO VWDQGDUGVY LQ WKH 8.6 %QU§W@D%§RW#&@H%WLG{NV gDOFXODW

HQVXUH WKDW WKH UHOHYDQW PDUNHWYV IXQFMIRMPPHH TXLUHPHQWY XVLQJ WKH %DVHO -,
VXSSOLHG E\ WKH %&%6 7KH 6% PRGHO XVF

5LVN ,GHQWLILFDWLRQ@ D¥MWHVVPHQW RI WKHVVXNOUPWRWILQVWLWXWLRQ UDWLQJVY DQG VXSFt
FRQWUROV LQ SODFH WR PLWLJDWH ULVN DRGHUWMU@DDOFUHGN WS5BIWVVLBXVPHQUW BIHQFLHV

DVVHVVHG DV KLJK PRGHUDWH WR KLIJK PRGHUDWH_PRGHUDWH WR ORZ DQG
ORZ ZLWK GLUHFWLRQ DOWLFLSDWHG 7LHU  FDSLWORBRQHQW RI UHIXODWRU\ FDSLWE

PDLQO\ FRPSULVLQJ TXDOLI\LQJ VXERUGLQDWHG
y,QYHVWPHQW )LUPV 'LUSHHFWEYWDQ)DGHTXDF\FRGWMWODPOIQHLQWHUHVWY DQG HOLJLEOH FROO
SDFNDJH LVVXHG E\ WKH (XURSHDQ &RF’PLVVLR%D G DGRSWHG E\ (8

PHPEHU VWDWHV FDOLEUDWHG WR ,QYHVWPH I!"U%W 5LVH PHDBXUH RlI WKH SRWHQWLDO OR
FRQILGHQFH OHYHO IURP DGYHUVH PDUNHW PR

,QYHVWPHQW )LUPV 5HJIXBBIXICRIQVLR)E WKDW DIYNBWUHGWIQIRQPHQW
DSSOLFDEOH WR DQ\RQH LQ WKH (XURSHDQ 8QLRQ LQ UHVSHFW RI WKH
DSSOLFDWLRQ RI ,)’

L, QVWLWXS\Q®RPY WKH 6WDQGDUGLVHG $SSURDFK LQVWLWXWLRQV DUH
FODVVLILHG DV FUHGLW LQVWLWXWLRQV RU LQYHVWPHQW ILUPV

4
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$SSHQGL] 3LOODU 'LVFORVXUHXHFHPEHU
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J $JJUHJDWH DPRXQW E\ ZKLFK WKH DFWXDO RZQO®Q G\ WUWLOINVV. @ KBRRSHTYRIUHRYPYROLGD
DOO VXEVLGLDULHV QRW LQFOXGHG LQ WKH F|RIDS/SRURSAOWW MRHD \ DFDG IWWCHO QWIRE RU QDPHV RI
WKRVH VXEVLGLDULHV
K :KHUH DSSOLFDEOH WKH FLUFXPVWDQFH XQQHWU ZKLFK XVH LV PDGH RI WKH1 $
GHURJDWLRQ UHIHUUHG WR LQ $UWLFOH RU WKH LQGLYLGXDO FRQVROLGDWLRQ PHWKRG Ol
GRZQ LQ $UWLFOH
2ZQ IXQGV
D )XOO UHFRQFLOLDWLRQ RI &RPPRQ (TXLW\ 7LHUDE®H LW KBV 5HFRQFLOLDWIRQ RIJUHIXODW
IXQGV WR EDODQFH VKHHW LR WKH DXGLWH
VWDWHPHQWYV
E "HVFULSWLRQ RI WKH PDLQ IHDWXUHV RI WKH |Z(O7TE@DQG $& @EW IOPQ RO HR WX UHMQ B LiIx oD WR
LQVWUXPHQWYV IXQGV LQVWUXPHQWY DQG | HOLJLEOH Ol
LQVWUXPHQWYV
F YXOO WHUPV DQG FRQGLWLRQV RI DOO &(7|$$6BQGWLRQDO &MHUWDD®Q® VI BXYPIHOWY WHU
LQVWUXPHQWYV FRQGLWLRQV
G L (DFK SUXGHQW ILOWHU DSSOLHG 7DEOH (8 && &RPSRVLWLRQ|RI UEIIXODWRU
G LL (DFK GHGXFWLRQ PDGH IXQGV
G LLL ,WHPV QRW GHGXFWHG
H "HVFULSWLRQ RI DOO UHVWULFWLRQV DSSOLHB1VSR WK H FDWBXPWWREBQ RS 2AD )X QGY
I (ISODQDWLRQ RI WKH EDVLV RI FDOFXODWLQJ| EDSL\WDSLWDWL R B WIVR\D D H B HADHFRWMIO SRW 2 E QL Q
YXQGV ZLWK &55 ,,
2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV
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&RXQWHUF\FOLFDO FDSLWDO EXIIHUV

D *HRJUDSKLFDO GLVWULEXWLRQ RI WKH H[SFVE)EBHDPR()GQ&\&kO/DQ‘(HRUU‘iZ)IﬂSKZLHh.D]@VﬂGWULEXW
H[SRVXUH DPRXQWV RI LWV FUHGLW H[SRVXUH FUHGLW H[SRVXUHV UHOHYDQW IRU WKH FDOF
FRXQWHUF\FOLFDO EXIIHU
E $PRXQW RI WKH LOQVWLWXWLRQ VSHFLILF FRXQWHBFNFOLFD® RBRBSKWVDEPEXQWU RI L@VWLWXWL
VSHFLILF FRXQWHUF\FOLFDO FDSLWDO EXIIHU
,QGLFDWRUV RI JOREDO V\VWHPLF LPSRUWDQFH
I'LVFORVXUH Rl WKH LQGLFDWRUV RI JOREDO \li\l/WHPLF LPSRUWDQFH I 13

&UHGLW ULVN DGMXVWPHQWYV

D "LVFORVXUH RI EDQNxV VFRSH DQG GHILQLWLRQV RI $SDD/A VA XHRD G6G L\W SEXH D®G LEEDLUHG
H[SRVXUHV
E $SSURDFKHV IRU FDOFXODWLQJ VSHFLILF DQG|JHQH RO G\WH S LRV 5DVMW IBXMXD@Ve 1 eBvL UHG
H[SRVXUHV
F ,QIRUPDWLRQ RQ WKH DPRXQW DQG TXDOLW\|RI SHSQPMWRVQY RQ QY IBEIULWRUPYQJ DIAG
IRUERUQH H[SRVXUHV IRU ORDQV GHEW VHFXULWLHV DQG RIl EDODQFH|VKHHW
H[SRVXUHV
G $Q DJHLQJ DQDO\VLV RI DFFRXQWLQJ SDVW GXH B[SRVXUHV 18
H 7KH JURVV FDUU\LQJ DPRXQWYV Rl ERWK GHIDX|OWEHGHD QG QR @& 4 HUXPOOWWE R[SRRRLIHWUIRUPL

H[SRVXUHV E\ JHRJUDSK\

&KDQJHV LQ WKH JURVV DPRXQW RI GHIDX(

H[SRVXUHV

WEHEO 1R Q
SHUIRUPLQJ H[SRVXUHV DQG U

DQ6 RS EDBEDCRUWPY&BHWRIG

QRQ
HODWHG SURYL

J

7KH EUHDNGRZQ RI ORDQV DQG GHEW VHFXUL

THE/OE\ U HO\BL &5 DO ODIWAKXIUW MV \R |

H[SRMXUHV

SQHQFXPEHU

HG DVVHWYV

QVWLWXWLRQV VKDOO GLVFORVH LQIRUPDWLRQ SBWEHROB LQJ&WK H L U( GFRXMPEREHE 6 QBQ G
XQHQFXPEHUHG DVVHWYV XQHQFXPEHUHG DVVHWYV
8VH RI (&$,V

D IDPHV RI WKH (&$,V XVHG LQ WKH FDOFXODWLR Q$RW LBVDIHQ G D&SHEL V,H G8 %18 RU[RDIEMLBWD QG D U «
5:$V DQG UHDVRQV IRU DQ\ FKDQJHV $SSURDFK
([SRVXUH FODVVHV DVVRFLDWHG ZLWK HDFK (&$,$ 1$

F ([SODQDWLRQ RI WKH SURFHVV IRU WUDQVODWL®J HIWBQQODWILRWYL QO\G L DWVSRS EQ B GBLW DNX DSH
VWHSV JXLGDQFH LQ $UWLFOHV Rl &55 ,,

G 0DSSLQJ RI H{WHUQDO UDWLQJ WR FUHGLW TX|DIO$ W\ MIWHBAMODWLRQ DQG PDYSLQI &V DV SH

JXLGDQFH LQ $UWLFOHV Rl &55 ,,
H ([SRVXUH YDOXH SUH DQG SRVW FUHGLW ULVN PREVQHDW (B G 5E \6 MDHGEDW G KD /G WSEBW R B F K

([SRVXUH WR

PDUNHW ULVN

'LVFORVXUH RI SRVLW

RQ ULVN ODUJH H[SRV
DQG FRPPRGLWLHV ULVN

L
\Y

XUHV $RHIFGHQJ QRSBLW V (DSR\WPIKWWGE?PHQWNHW

2SHUDWLRQD

O ULVN PDQDJHPHQW

D 7KH DSSURDFKHV IRU WKH DVVHVVPHQW RI| RZQ $IXQIGAOHIHT XI56HP HQ®WUDRWL REID O ULVN
RSHUDWLRQ ULVN WKDW WKH LQVWLWXWLRQ T>PD@MOLIHNHAW

E $ GHVFULSWLRQ RI WKH PHWKRGRORJ\ VHW |[RX%Y LQ $UWLFOH LQFOXGLQL ®
GLVFXVVLRQ RI WKH UHOHYDQW LQWHUQDO BQG H[WHUQDO IDFWRUV FRQVUGHUHG LQ WKH
LQVWLWXWLRQ V DGYDQFHG PHDVXUHPHQW DSSURDFK

F ,Q WKH FDVH RI SDUWLDO XVH WKH VFRSH 1D®JG FRYHUDJH RI WKH GLIITHUHQW

HWKRGRORJLHV XVHG
H\ PHWULFV

D &RPSRVLWLRQ RI RZQ IXQGV DQG RZQ IXQGV UHTXLUHPHQWYV

E 7KH WRWDO ULVN H[SRVXUH DPRXQW

F $PRXQW DQG FRPSRVLWLRQ RI DGGLWLRQDO RZQ IXQGV

G &RPELQHG EXIIHU UHTXLUHPHQW ZKLFK WKH LRVWLWXWLRQV DUH UHTXLUHG WR KROG

H /HYHUDJH UDWLR DQG WKH WRWDO H[SRVXUH PHDVXUH

L 7ZHOYH PRQWKV DYHUDJHV RI WKH OLTXLGLW\ FRYHYDIHUBWLR BRYVBPEY FHRYY W 1

I LL 7ZHOYH PRQWKY DYHUDJHVY Rl WRWDO OLTXLG|DVVHWYV IRU HDFK TXDUWHU

I LLL 7ZHOYH PRQWKY DYHUDJHV RI WKH OLTXLGLW\ RXWIORZV LQIORZV DQG QHW OLTXLGLW\
RXWIORZV IRU HDFK TXDUWHU

J L 7KH QHW VWDEOH IXQGLQJ UDWLR DW WKH HQ[E RI HDFK TXDUWHU

J LL 7KH DYDLODEOH VWDEOH IXQGLQJ DW WKH HQ[F Rl HDFK TXDUWHU

J LLL 7KH UHTXLUHG VWDEOH IXQGLQJ DW WKH HQG|RI HDFK TXDUWHU

K 2ZQ IXQGV DQG HOLJLEOH OLDELOLWLHV UDWEZREOMQG (W KHEU , B RPISRPHQ R/ VQ X ¥ R D LR F

DQG GHQRPLQDWRU

LQWHUQDO 05(/ DQG ZKHUH D
IRU RZQ IXQGV DQG HOLJLEOH
6,,V

SBSOLFDEOH UHT
OLDELOLWLHV

([SRVXUH WR LQWHUHVW UDWH ULVN RQ SRVLWLRQV QRW LQFOXGHG LQ WKH WUDGLQJ ERRN
D 7KH FKDQJHV LQ WKH HFRQRPLF YDOXH RI HTXLW\ FDOFXODWHG XQGHU VXSHUYLVRU\
VKRFN VFHQDULRV
E 7KH FKDQJHV LQ WKH QHW LQWHUHVW LQFRPH WDIGJH(ODV(/&JIGSR%%HUQ\W(HSWHHJW\QV@U\ﬁﬂKlRlF\NNV F
VFHQDULRYV WUDGLQJ ERRN DFWLYLWLHV
F $ GHVFULSWLRQ RI NH\ PRGHOOLQJ DQG SDUDPHWULF DVVXPSWLRQV
G $Q H[SODQDWLRQ RI WKH VLIJQLILFDQFH RI WKH ULVN PHDVXUHV
$SUWLFOH &55 SRIVXU WR LQWHE
H L $ GHVFULSWLRQ RI WKH VSHFLILF ULVN PHD\pOWY WKRW P ERVEWHRQ VY K®y HO WKH
FKDQJHV HFRQRPLF YDOXH RI HTXLW\ DQG QHW LQWHUHVW LQFRPH
H LL $ GHVFULSWLRQ RI WKH NH\ PRGHOOLQJ DQG SDUDPHWHQWDI\K‘FDW&\RQRIQQ’GXVHBVZ(E—ILPHHQWV
WKH\ GLIIHU IURP WKH SURYLVLRQV RI $UWLFQH F
\’°
2
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LQWHUHVW UDWH ULVN

$ GHVFULSWLRQ RI WKH LQWHUHVW UDWH VKRFN VBEROQDURRVXVGIG ULRNVVWHPDWE WKH
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$Q RXWOLQH RI KRZ RIWHQ WKH HYDOXDWLRQ

RI WK H5LEMW IPDIQDWHPB\G W WL/ [RIAVFXIDA LR Q

WHFKQLTXHV

7KH GHVFULSWLRQ RI WKH RYHUDOO ULVN PDQ

DJHP H Q8 %R & PQ IVLH PMWQ W D QW UdHvell o v

$YHUDJH DQG ORQJHVW UHSULFLQJ PDWXULW\

DYFOHQHG (W R5@ RQ P PQUWAKHIUL MAX V§
WUDGLQJ ERRN DFWLYLWLHV

5 HUDREAL VUL VNV F

%\ ZD\ RI
RXW LQ S
LQVWLWX
VWDQGDU

DWLRQ
DQ
KDW
WKR

IURP SDUDJUDSK
G H WR H
XVH KH VWD

VKLV $UWLFOH WK
18 UDJUDSK Vv
LVHG PHWKRGR

HQWV VHW
SO\
VLP¥V§LILHG

Ox

([SRVXUHV W

L
W
G GRORJ\
R VHFXULWL LWLRQV

D

®
T
<

csO
OxX

“ln

H\ DUH H[SRVHG

K
LYLWLHV E\ OHYHO

DIX|xRO

X
scs
r— =
V=
oOr

[l M

LQ UHODWLRQ WR WUDQ

clclc

IRU FDOFXODWLQJ WKH U
LU VHFXULWLVDWLRQ DFW,

sN|N|N|o<N|sNCe

*x|=|=
ol [ o PO o A

—
no|<|<

O

%
LYLWLHV

-

<
tox(j)mZZ

=

LWK D GHVFULSWLRQ RI
HULYDWLYH FRQWUDFWYV

<

KHLU W\SHV RI H[SRVXUHV WH

o|loe
w|wO

(V ZKLFK DFTXLUH H[SRVXUHV RULJLQDWHG

E$WKH LQVWLWXWLRQV

LL

o|lo|o

3(V VSRQVRUHG E\ WKH LQVWLWXWLRQV

13 183

LLL

63(V DQG RWKHU OHJDO HQWLWLHV IRU
HFXULWLVDWLRQ UHODWHG VHUYLFHV

ZKBFK WKH LQVWLWXWLRQV BURYLGH

LY

ol<o|o

63(V LQFOXGHG LQ WKH LOQVWLWXWLRQV UHJ

XOPWRU\ VFRSH RI FRQVROLGDWLRQ@ $

DQ\ OHJDO HQWLWLHV LQ UHODWLR
\ KDYH SURYLGHG VXSSRUW LQ DFH

E%

QV KD$H GLVFO

QA WR ZKLFK WKH LQVWLWXWLR
S 7LWOH Rl

RUGDQFH ZLWK &KDSWHU R

I

WK D W
VDWLRQ

LQYHVW
SRVLW

<

OWN&#|r<e|lw
x

rC

T

O

L
R

LQJ

Q G
L DWLR

X
\%

<

[

-~

Dx|ox
T|<T
=

W
H
X
S

O Cm—

L
XU
HV
VX

c
T

I|c
c
nrligXd
T
O x
=
|
py)
O
XE

=
T
c

FK OV$VHW

o|oo|x

<~
T
T

55
Xc
C
»

KBIEQRQ W (YD 6 (&
WKH QRQ WUDGL

J VFDRIALIHOSIR V X U +
Q

po]
NO
Zs
lw]
0=
2E[zZ|%2
I <

Vm..
coz|oo|z;
[
=
x
=

zZr
T—O|zO|
OgTn|—«|D
"
OO |X3T|c
—_H<

,_
=

KIH$DJJUHJDWH DP
ULJLQDWRU RU

UHPHQWYV E\ UH

XULWLVDWLRQ
VKH DVVRFLDWH
RDFKHV

Ox

LL

c
so|o&
o|<T
ik

°z

g5

Ix

Oc

Cl_
~2(99
=<

No|lc
S|TO<

—r

o | X

2ol

“OX|rn®B|oI|x
T

c<I|<<C|on
“OIT|e

O

mr~
(2]

VS
JX
79ROV LR Q¥ &(leH
WVHKG EDVRVGH W U DIEQ.

ILRQMHI B RV Y
DX VRHP B QW @
LQVWLWXWLRQ

H
|

1O
[

YRU H[SRVX
GHIDXOW D
LQVWLWXW

Oc

D

=

N
n
D

X U L \& DHL Y DMK W QIBU H
GWH/ FORVX O HA/LVFORYV
UDQVLWLRQ ULVNV

MoWRD WH 06w
DWLRQ RQ

S5HPXQHUDWL

RQ SROLF\

D

,QIRUPDWLRQ FRQFHUQLQJ WKH GHFLVLRQ PD
WKH UHPXQHUDWLRQ SROLF\

NLQJ SHRRAFHMMD @¥HG IRU GHWHUPLUQL QJ

,QIRUPDWLRQ DERXW WKH OLQN EHWZHHQ SD\

RI WKHS U L @D 6 DW ZHIMK SHIWI RWAPE@FHH

,PSRUWDQW GHVLJQ FKDUDFWHULVWLFV RI WK

H UHPX@NUDWDREG K/ \VWHP 1

7KH UDWLRV EHWZHHQ IL[HG DQG YDULDEOH U

HPXQHBDWLR@EHWZHHQ IL[HG DQG KDULDEOH S

IT|o|lm|m

,QIRUPDWLRQ RQ WKH SHUIRUPDQFH FULWHUL
RSWLRQV RU YDULD H FRPSRQHQWYV RI UHPX

EO
O0DLQ SDUDPHWHUVY DQG UDWLRQDOH IRU DQ\
RWKHU QRQ FDVK EHQHILWYV

D RQ ZKLFK WKH HQWLWOHPHQW WR VKDUHV
QHUDWLRS LV EDVHG
‘HIHUU SROLF\ D&gpmww FULWHU

$JIJUHIDWH TXDQWLWDWLYH LQIRUPDWLRQ RQ

RQ BJOEXVL

R

DO

DULDEOH FRPSRQHQW VF DQG DQ\
QVRUPDMIEHQ ROQ
VWDIlI ZKRVH SURIHV\

DO LPSDFW RQ
DIl

w
Wi

_<><7<7<7<7<7<><
Fk<rrrr
- <rrr

JJu
WDI
PSDF

JDW
DQD
RQ

I

H
|

<

P
W

V EUEMI QLR U
ULDO

$SSHQGL]

BNY MELLON

3LOODU 'LVFORVXUHXHFHPEHU



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

L 1XPEHU RI LQGLYLGXDOV WKDW KDYH EHHQ UHMEDHUDWHG5(®5 SHORQRODRWLRAIERY PLOOL
SHU ILQDQFLDO \HDU (85 RU PRUH SHU \HDU

M 8SRQ GHPDQG IURP WKH UHOHYDQW OHPEHU WI¥WH RU FRPSHWHQW DXWKRULW\1WKH
WRWDO UHPXQHUDWLRQ IRU HDFK PHPEHU RI PDQDJHPHQW RU VHQLRU
PDQDJHPHQW

N ,QIRUPDWLRQ RQ ZKHWKHU WKH LQVWLWXWLR/@ BHQHILWV IURP D GHURJDWL|RQ QD$G GRZQ
LQ SUWLFOH RI 'LUHFWLYH (
JRU ODUJH LQVWLWXWLRQV TXDQWLWDWLYH |[UQ3RUPDWLRQ RQ WKH UHPXQHUDWLERQ RI WK
FROOHFWLYH PDQDJHPHQW ERG\ VKDOO EH|PDGH DYDLODEOH WR WKH 9XEOLF
GLIIHUHQWLDWLQJ EHWZHHQ H[HFXWLYH DQG RRQ H[HFXWLYH PHPEHUV

/JHYHUDJH UDWLR
D /HYHUDJH UDWLR 7DEOH (8 /5 /HYHUDJH UDWLR FREPRQ
GLVFORVXUH
E %UHDNGRZQ RI WRWDO H[SRVXUH PHDVXUH 7DEOH (8 /5 6XPPDU\ UHFRQFLoUdwLRQ R
DFFRXQWLQJ DVVHWY DQG OHYHUDJH UDWLR
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$SSHQGL]J &DSLWDO LQVWUXPHQWY WHUPV DQG FR

7KLV LV D WUDQVODWLRQ IURP )UHQFK WR (QJOLVK IRU \RXU LQIRUPDWLRQ RQO\ ,Q FDVH RI
YHUVLRQ VKDOO EH YDOLG
7KH %DQN RI 1HZ <RUN OHOORQ
3XEOLF /LPLWHG /LDELOLW\ &RPSDQ\
5XH ORQWR\HU QXPEHU DW %UXVVHOV

987 %( 5/( %UXVVHOV
18&25325$7 .21GHHG H[HFXWHG E\ WKH XQGHUVLJQHG 1RWDU\ RQ WKLUW\ 6HSWHPEHU WZR WK
$QQH[HV WR WKH %HOJLDQ 2IILFLDO *D]JHWWH RI WKH IROORZLQJ QLQH 2FWREHU XQGHU QXPE

02',).&%7.21 2) 7+( $57.&/(6 2) $662&,6HRE H[HFXWHG E\ OU %HUWUDQG 1HULQF[ DVVRFLDWHG

WKRXVDQG DQG QLQH SXEOLVKHG LQ H[WUDFW IRUP LQ WKH $QQH[HV WR WKH %HOJLDQ

02',).&%$7.21 2) 7+( $57.&/(6 2) $662&,6HRG UHDOL]LQJ D FDSLWDO LQFUHDVH H[HFXWHG E\ OU %

RQ WKLUW\ 6HSWHPEHU WZR WKRXVDQG DQG QLQH RSHQLQJ RI WKH PHHWLQJ DQG RQ ILU\
SXEOLVKHG LQ H[WUDFW IRUP LQ 2VIKH LA HDHNWARRD W K F2 PAMROEIDQ  XQGHU QXPEHU

02',).&%$7.21 2) 7+( $57.&/(6 2) $662& ,6HRG H[HFXWHG E\ 0U %HUWUDQG 1HULQF[ DVVRFLDWHC(

'"HFHPEHU WZR WKRXVDQG HOHYHQ SXEOLVKHG LQ H[WUDFW IRUP LQ WKH $QQH[HYV WR WKH
XQGHU QXPEHU

02',).&%$7.21 2) 7+( $57.&/(6 2) $662& ,GHREG H[HFXWHG E\ 0OU %HUWUDQG 1HULQF[ DVVRFLDWHG

UHDOL]LQJ D FDSLWDO LQFUHDVH D UHVXOW RI WKH PHUJHU E\ DFTXLVLWLRQ RI 7KH %D
WKH $UWLFOHV RI $VVRFLDWLRQ EHLQJ HIIHFWLYH DV RI , )HEUXDU\ LQ WKH SURFHVV RI E

02',).&%7.21 2) 7+( $57.&/(6 2) $662&,$HRAG H[HFXWHG E\ OU %HUWUDQG 1HULQ[ DVVRFLDWHG

UHDOL]LQJ D FDSLWDO LQFUHDVH DV UHVXOW RI WKH PHUJHU E\ DFTXLVLWLRQ RI 7KH %C
Rl WKH $UWLFOHV RI $VVRFLDWLRQ EHLQJ HIIHFWLYH DV RI , $SULO LQ WKH SURFHVV RI E

&225,1$7(' 9(56,21 2) 7+( $57,&/(6 2) $662&,$7,21
7.7/(21(__I(*$/)250

$57,&/( 13$0(

7KH FRPSDQ\ LV LQFRUSRUDWHG XQGHU WKH OHJDO IRUP RI D SXEOLF OLPLWHG OLDELOLW\ F
OHOORQ

,Q DOO ZULWWHQ GRFXPHQWYV LVVXHG E\ WKH FRPSDQ\ WKH QDPH PXVW EH SUHFHGHG RU IR
LQLWLDOV 6%

$57,&/( 5(*,67(5(" 2)),&(
7KH UHJLVWHUHG RIILFH RI WKH FRPSDQ\ LV HVYWDEOLVKHG DW %UXVVHOV 5XH ORQWR\HU

7KH UHJLVWHUHG RIILFH PD\ EH WUDQVIHUUHG WR DQ\ RWKHU ORFDWLRQ LQ WKH 5HJLRQ RI
GHFLVLRQ RI WKH ERDUG RI GLUHFWRUV ZKLFK LV IXOO\ HPSRZHUHG WR KDYH D GHHG H[HF
UHVXOWLQJ WKHUHIURP

7KH FRPSDQ\ PD\ E\ VLPSOH GHFLVLRQ Rl WKH ERDUG RI GLUHFWRUV HVWDEOLVK DGPLQLVW!
$57,8&/( 385326(

6XEMHFW WR WKH DXWKRUL]DWLRQ DV D %HOJLDQ FUHGLW LQVWLWXWLRQ EHLQJ REWDLQHG
SXUSRVH RI WKH FRPSDQ\ LV WKH FDUU\LQJ RXW RI DOO EDQNLQJ DQG VDYLQJV DFWLYLWLH\
OHJDO VWDWXV DQG VXSHUYLVLRQ RI FUHGLW LQVWLWXWLRQV DQG PRUH SDUWLFXODUO\ W|
H[WHQG FUHGLWY LQ DQ\ IRUP ZKDWVRHYHU WR FRQFOXGH DQ\ WUDQVDFWLRQV UHODWLQJ W
DOO ILQDQFLDO DQG DGPLQLVWUDWLYH VHUYLFHV DV ZHOO DV WR KROG LQWHUHVWYV LQ R
LPPRYDEOH WUDQVDFWLRQV ZKLFK GLUHFWO\ RU LQGLUHFWO\ UHODWH WR LWV SXUSRVH RU |

$57,8&/( 7(50
7KH FRPSDQ\ LV LQFRUSRUDWHG IRU DQ LQGHILQLWH WHUP

W FDQ EH GLVVROYHG E\ GHFLVLRQ Rl WKH VKDUHKROGHUVY PHHWLQJ GHFLGLQJ XQGHU W
DVVRFLDWLRQ

7.7/(7:2 &$3.7%/ 6+%$5(6

$57,8&/( &$3,7%/

7KH VXEVFULEHG DQG HQWLUHO\ SDLG XS VKDUH FDSLWDO DPRXQWV VLQFH $SULO WF
KXQGUHG DQG HLJKW\ ILYH WKRXVDQG ILYH KXQGUHG DQG WZHQW)\ VL[ (XURV DQG WZHQW\ R
PLOOLRQ VL[ KXQGUHG DQG VHYHQW\ WZR WKRXVDQG DQG VHYHQWHHQ VKDUHV ZLWI
DQG VHYHQW\ WZR WKRXVDQG DQG"RIYW®& W WMIDMKKWRU\ FDSLWDO

$57,8&/( 02',),&%$7,21 2) &$3,7$/

7KH FDSLWDO PD\ EH LQFUHDVHG RU UHGXFHG E\ GHFLVLRQ RI WKH VKDUHKROGHUY PHHWLQJ

,Q FDVH RI FDSLWDO LQFUHDVH WR EH VXEVFULEHG LQ FDVK WKH QHZ VKDUHV PXVW EH RIIH
UHSUHVHQWHG E\ WKHLU VKDUHVY DQG VXEMHFW WR WKH VSHFLDO UHJLPH RI VKDUHV ZLWKRX

4
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7KH H[HUFLVH Rl WKH SUHIHUHQWLDO VXEVFULSWLRQ ULJKW LV RUJDQL]JHG LQ DFFRUGDQFH Z

7KH VKDUHKROGHUV PHHWLQJ PD\ LQ WKH FRPSDQ\ VLQWHUHVW XQGHU WKH TXRUXP DQG P
RI DVVRFLDWLRQ DQG LQ FRPSOLDQFH ZLWK WKH OHJDO SURYLVLRQV UHVWULFW RU UHPRYH

,I XSRQ D FDSLWDO LQFUHDVH DQ LVVXH SUHPLXP LV UHTXHVWHG WKLV SUHPLXP ZLOO EH U
SUHPLXP DFFRXQW WKDW ZLOO FRQVWLWXWH D JXDUDQWHH WR WKH EHQHILW RI WKLUG SDU
RI' H[FHSW IRU WKH SRVVLELOLW\ RI FRQYHUVLRQ WR HTXLW\ LQ DFFRUGDQFH ZLWK WKH FRQ

$57,&/( &$//6 21 6+$5(6
&DOOV IRU IXQGY DUH GHWHUPLQHG E\ WKH ERDUG LWVHOI

$Q\ SD\PHQWYV FDOOHG DUH DSSRUWLRQHG DPRQJ DOO WKH VKDUHV ZKLFK WKH VKDUHKROGH !
VKDUHV LQ DGYDQFH LQ ZKLFK FDVH LW GHWHUPLQHYV DQ\ FRQGLWLRQV XQGHU ZKLFK VXFI
FRQVLGHUHG DV FDVK DGYDQFHV

$ VKDUHKROGHU ZKR DIWHU D IRUPDO QRWLFH VHQW E\ UHJLVWHUHG PDLO GRHV QRW IXOILC
WKH OHJDO LQWHUHVW UDWH DV IURP WKH GDWH WKH SD\PHQW ZDV GXH

7KH ERDUG PD\ DOVR DIWHU D VHFRQG QRWLFH UHPDLQV XQVXFFHVVIXO ZLWKLQ D PRQWK RI
KHU LWV VKDUHV VROG ZLWKRXW SUHMXGLFH WR WKH ULJKW WR FODLP WKH RXWVWDQGLQJ
FKDUJHG DJDLQVW ZKDW LV RZHG E\ WKH GHIDXOWLQJ VKDUHKROGHU ZKR VKDOO UHPDLQ OLI

7KH H[HUFLVH RI WKH YRWLQJ ULJKWV DWWDFKHG WR VKDUHV RQ ZKLFK SD\PHQWY KDYH QF
UHJXODUO\ FDOOHG DQG SD\DEOH KDYH QRW EHHQ PDGH

$57,8&/( $87+25,=(" &$3,7$/

7KH ERDUG RI GLUHFWRUV LV DXWKRUL]JHG WR LQFUHDVH WKH FDSLWDO LQ DFFRUGDQFH ZL
(XURV (85 E\ FRQWULEXWLRQ LQ FDVK RU LQ NLQG RU E\ FRQYHUWLQJ UHVHU
DXWKRUL]JDWLRQ LV YDOLG IRU D SHULRG RI ILYH \HDUV IURP WKH SXEOLFDWLRQ RI WKH
UHQHZDEOH

7KLY DXWKRUL]JDWLRQ LQFOXGHV WKH SRZHU IRU WKH ERDUG RI GLUHFWRUV WR KDYH WKH UH
GHHG

,Q FDVH RI FDSLWDO LQFUHDVH E\ WKH ERDUG RI GLUHFWRUV E\ PHDQV RI WKH DXWKRUL]JHG F

L WKH ERDUG Rl GLUHFWRUV PD\ QRW GHFLGH RQ DQ LQFUHDVH PDLQO\ DFKLHYHG WKUJ
VKDUHKROGHU ZKR KROGV VKDUHV LQ WKH FRPSDQ\ WR ZKLFK PRUH WKDQ WHQ SHU FHC

LL WKH ERDUG PD\ GHFLGH WR LVVXH FRQYHUWLEOH ERQGY DQG VXEVFULSWLRQ ULJKW\

LLL WKH ERDUG RI GLUHFWRUV LV HQWLWOHG WR OLPLW RU VXSSUHVV WKH SUHIHUHQW
DV WKRVH DSSOLFDEOH WR WKH JHQHUDO PHHWLQJ

LY WKH ERDUG RI GLUHFWRUV KDV WKH ULJKW WR OLPLW RU UHPRYH WKH SUHIHUHQWLE
DUH QRW HPSOR\HHV RI WKH FRPSDQ\ RU DQ\ RI LWV VXEVLGLDULHV ,Q WKLV FDVH WKF
ZLWK

$57,8&/( $0257,=$7,21 2) &$3,7$/

7KH VKDUHKROGHUYV PHHWLQJ PD\ GHFLGH E\ D VLPSOH PDMRULW\ YRWH WKH DPRUWL]DWLR
ZKLFK PD\ EH GLVWULEXWHG ZLWKRXW D FDSLWDO UHGXFWLRQ 7KH VKDUHKROGHUV ZKRVF
FRPSDQ\ H[FHSW IRU WKH ULJKW WR D UHIXQG RI WKHLU FRQWULEXWLRQV DQG WR D ILUVW G

RI WKH IXOO\ SDLG XS FDSLWDO WKH\ UHSUHVHQW DQG REWDLQ VHFXULWLHYVY UHSUHVHQW

7.7/( 7+5((_ _6+$5(6

$57,8&/( 1$785( 2) 7+( 6+$5(6

7KH VKDUHV DUH UHJLVWHUHG

$Q\ WUDQVIHU RI VKDUHV VKDOO EH HIIHFWLYH DIWHU UHJLVWUDWLRQ LQ WKH UHJLVWHU RI V
7KH WUDQVIHU RI VKDUHV LV QRW VXEMHFW WR DQ\ UHVWULFWLRQ

7KH VDPH UXOHV DSSO\ LQ FDVH RI WUDQVIHU RI ERQGYV ZKHWKHU FRQYHUWLEOH RU QRW DQG
$57,8&/( ,668( 2) %21'6

7KH FRPSDQ\ PD\ LVVXH ERQGY OLQNHG WR PRUWJDJHV RU RWKHU E\ GHFLVLRQ RI WKH ERI
LQWHUHVW UDWH PHWKRG DQG WLPLQJ RI UHLPEXUVHPHQWY VSHFLDO JXDUDQWHHY DQG RW

+RZHYHU ZLWKRXW SUHMXGLFH WR DUWLFOH ZKHQ LVVXLQJ FRQYHUWLEOH ERQGV RU ERQ
ULIJKWYV ZKHWKHU RU QRW DWWDFKHG WR DQRWKHU VHFXULW\ WKH GHFLVLRQ LV WDNHQ E\ W
ODZ IRU WKH PRGLILFDWLRQ WR WKH DUWLFOHYV RI DVVRFLDWLRQ

7KH VKDUHKROGHUVY PHHWLQJ PD\ LQ WKH LQWHUHVW RI WKH FRPSDQ\ UHVWULFW RU UHP
UHTXLUHPHQWY IRU WKH PRGLILFDWLRQ RI WKH DUWLFOHYV RI DVVRFLDWLRQ

$57,&/( 6+$5(6 :,7+287 927,1* 5 *+76

7KH FRPSDQ\ PD\ LVVXH VKDUHV ZLWKRXW YRWLQJ ULJKWV 6KDUHV ZLWKRXW YRWLQJ ULJKW
SUHIHUHQWLDO ULJKW WR WKH UHSD\PHQW RI WKH FDSLWDO FRQWULEXWLRQ DQG D ULJKW
GHWHUPLQHG XSRQ HDFK LVVXH RI VKDUHV ZLWKRXW YRWLQJ ULJKWYV

BNY MELLON
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6KDUHV ZLWK YRWLQJ ULJKWV FDQ EH FRQYHUWHG LQWR VKDUHV ZLWKRXW YRWLQJ ULJKWYV
VKDUHV WR EH VR FRQYHUWHG DQG WKH FRQYHUVLRQ FRQGLWLRQV

7KH FRPSDQ\ PD\ UHTXLUH WKH SXUFKDVH RI LWV RZQ VKDUHV ZLWKRXW YRWLQJ ULJKWV E\ C
FRQGLWLRQV SURYLGHG IRU D UHGXFWLRQ RI WKH FDSLWDO IURP WKRVH VKDUHKROGHUV KR(

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 QDWXUDO RU OHJDO SF
PHHWLQJ IRU D PD[LPXP WHUP RI VL[ \HDUV DIWHU REWDLQLQJ D FRQFXUULQJ RSLQLRQ IURP
OHJDO UHTXLUHPHQWY DQG ZKLFK PD\ EH UHYRNHG DW DQ\ WLPH E\ WKH VKDUHKROGHUV F
GLUHFWRUV FDQ EH UH HOHFWHG

,Q FDVH D OHJDO SHUVRQ LV DSSRLQWHG DV D GLUHFWRU LW PXVW DSSRLQW DPRQJVW LWV
UHSUHVHQWDWLYH WR WDNH FDUH Rl WKH GLUHFWRU V GXWLHV LQ WKH QDPH DQG IRU WKH L
WKH IXQFWLRQV Rl WKH SHUPDQHQW UHSUHVHQWDWLYH DUH VXEMHFW WR WKH VDPH UXOHV F
LWV RZQ QDPH DQG IRU LWV RZQ DFFRXQW

7KH PDQGDWH RI RXWJRLQJ DQG QRQ UH HOHFWHG GLUHFWRUV WHUPLQDWHY LPPHGLDWHO\ D

,Q DGGLWLRQ WR WKH UHLPEXUVHPHQW RI WKHLU FRVWV WKH VKDUHKROGHUV PHHWLQJ PD\
Rl ZKLFK ZLOO EH GHWHUPLQHG HDFK \HDU E\ WKH VKDUHKROGHUV PHHWLQJ DQG ZKLFK ZLOC
WKH VKDUHKROGHUV PWBWWQIPHM BLLGWWRUV IHHV S\HRJRWHCHN O LW HEIWWR KN SWARRLWNKH DYDL
ILQDQFLDO \HDU

$57,&/( 9%$&%$1&<

,Q WKH FDVH RI YDFDQF\ ZLWKLQ WKH ERDUG RI GLUHFWRUV EHFDXVH RI GHDWK UHVLJQDW
WHPSRUDULO\ ILOO WKH YDFDQF\ XQWLO WKH QH[W DQQXDO JHQHUDO VKDUHKROGHUV PHHWL
D UHSODFHPHQW DW LWV ILUVW PHHWLQJ 7KH GLUHFWRU DSSRLQWHG XQGHU WKH DERYH FRC
VKH LW UHSODFHYV

$57,8&/( &+$.,5

7KH ERDUG Rl GLUHFWRUV PD\ HOHFW D FKDLUSHUVRQ DPRQJVW LWV PHPEHUV

,Q WKH HYHQW RI DEVHQFH RU LPSHGLPHQW RI WKH FKDLUSHUVRQ WKH ERDUG DSSRLQWV RQ
$57,8&/( 0((7,1*6

7KH ERDUG Rl GLUHFWRUYV PHHWYV XSRQ QRWLFH RI LWV FKDLUSHUVRQ RU LQ FDVH RI LPSHGL
PHHWY HDFK WLPH WKH LQWHUHVW RI WKH FRPSDQ\ UHTXLUHV LW RU HDFK WLPH DW OHDVW W

7KH PHHWLQJY DUH KHOG DW WKH ORFDWLRQ LQGLFDWHG LQ WKH QRWLFHYV

,] bOO PHPEHUV RI WKH ERDUG DUH SUHVHQW RU UHSUHVHQWHG WKH SULRU QRWLFH PXVW Q
SRVVLEOH LUUHJXODULW\ RI WKH QRWLFH DQG HQWDLOV D ZDLYHU RI WKH ULJKW WR FRPSOD

$57,8&/( &203%$1< 6(&5(7$5<

7KH ERDUG RI GLUHFWRUV PD\ DSSRLQW D FRPSDQ\ VHFUHWDU\ 7KH FRPSDQ\ VHFUHWDU\ Vk
DXWKRULW\ FRQYHQH WKH JHQHUDO VKDUHKROGHUV PHHWLQJY DQG WKH PHHWLQJV RI WKH

$57,&/( "(/,%(5%$7,216
7KH ERDUG PD\ YDOLGO\ GHOLEHUDWH DQG GHFLGH LI DW OHDVW KDOI RI LWV PHPEHUV DUH S

7KH PHHWLQJV RI WKH ERDUG DUH KHOG LQ SHUVRQ 7KH PHHWLQJV RI WKH ERDUG PD\ DOVR
PHHWLQJ RI WKH ERDUG LV GHHPHG WR EH KHOG DW WKH UHJLVWHUHG RIILFH RI WKH FRPSDQ

$Q\ GLUHFWRU FDQ JLYH D SRZHU RI DWWRUQH\ WR RQH FROOHDJXH LQ ZULWLQJ RU E\ DQ\ R
WR UHSUHVHQW KLP KHU DW D JLYHQ PHHWLQJ RI WKH ERDUG DQG WR YRWH LQ KLV KHU VWHLIL

,Q HIWUDRUGLQDU\ FLUFXPVWDQFHY GXO\ MXVWLILHG E\ XUJHQF\ DQG WKH FRPSDQ\ V LQWH!
XQDQLPRXV FRQVHQW RI WKH GLUHFWRUV H[SUHVVHG LQ ZULWLQJ 7KLV SURFHGXUH FDQQRYV
LQ RUGHU WR XVH WKH DXWKRUL]JHG FDSLWDO

7KH GHFLVLRQV RI WKH ERDUG RI GLUHFWRUYVY DUH WDNHQ E\ D VLPSOH PDMRULW\ YRWH ZLW
YRWH RI WKH SHUVRQ ZKR FKDLUV WKH PHHWLQJ LV GHFLVLYH +RZHYHU LI WKH ERDUG LV
FHDVHV WR EH GHFLVLYH

'LWKRXW SUHMXGLFH WR WKH H[FHSWLRQV PHQWLRQHG LQ WKH &RPSDQLHYVY &RGH D GLUHFW
ZLWK D GHFLVLRQ RU WUDQVDFWLRQ IDOOLQJ ZLWKLQ WKH FRPSHWHQFH RI WKH ERDUG RI Gl
WKH ERDUG RI GLUHFWRUV 7KH SURYLVLRQV RI $UWLFOH RI WKH &RPSDQLHV &RGH PXVW E

$57,&1/( 0,187(6

7KH GHOLEHUDWLRQV RI WKH ERDUG RI GLUHFWRUYV DUH UHFRUGHG LQ PLQXWHV VLIQHG E\ W
PLQXWHY DUH LQVHUWHG LQ D VSHFLDO UHJLVWHU

'"HOHJDWLRQV DV ZHOO DV WKH RSLQLRQV DQG YRWHV VXEPLWWHG LQ ZULWLQJ E\ WHOHJUD!|

&RSLHV RU HI[WUDFWV RI WKH PLQXWHYV WR EH SURGXFHG LQ FRXUW RU HOVHZKHUH VKDOO E}F
GLUHFWRUV WZR GLUHFWRUV RU WKH FRPSDQ\ VHFUHWDU\

BNY MELLON
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$57,8&/( 32:(56 2) 7+( %2$5"

7KH ERDUG RI GLUHFWRUV PD\ SHUIRUP DOO DFWV QHFHVVDU\ RU XVHIXO IRU WKH DFKLHYHF
VKDUHKROGHUV PHHWLQJ E\ ODZ RU E\ WKH DUWLFOHV RI DVVRFLDWLRQ

$57,8&/( $'9,625< &200,77((6

7KH ERDUG RI GLUHFWRUV PD\ FUHDWH DGYLVRU\ FRPPLWWHHV ZLWKLQ WKH ERDUG DQG XQ:
PLVVLRQ

$57,8&/( (;(&87,9( &200,77((

,Q DFFRUGDQFH ZLWK $UWLFOH ELV RI WKH &RPSDQLHV &RGH DQG WKH $UWLFOH R1 WK
VXSHUYLVLRQ RI FUHGLW LQVWLWXWLRQV WKH ERDUG RI GLUHFWRUV PD\ GHOHJDWH LWV P
GHOHJDWLRQ GRHV QRW LQFOXGH WKH SRZHU WR GHFLGH RQ WKH JHQHUDO SROLF\ RI WKH
GLUHFWRUV SXUVXDQW WR RWKHU SURYLVLRQV RI WKH ODZ

7KH H[HFXWLYH FRPPLWWHH LV FRPSRVHG RI DW OHDVW WZR PHPEHUV DQG FRQVWLWXWHV D
GLUHFWRUV 7KH SUHVLGHQW RI WKH H[HFXWLYH FRPPLWWHH LV DSSRLQWHG E\ WKH ERDUG R

$Q\ PHPEHU RI WKH H[HFXWLYH FRPPLWWHH PD\ JUDQW WR DQ\ RWKHU PHPEHU RI VDLG FRPF
WHOH FRPPXQLFDWLRQ KDYLQJ D SK\WLFDO VXSSRUW D SRZHU WR UHSUHVHQW KLP KHU DW I

7KH ERDUG RI GLUHFWRUV PXVW VXSHUYLVH WKLV FRPPLWWHH

7KH DSSRLQWPHQW FRQGLWLRQV RI WKH PHPEHUV RI WKH H[HFXWLYH FRPPLWWHH WKHLU GL
WKH IXQFWLRQLQJ RI WKH H[HFXWLYH FRPPLWWHH VKDOO EH GHWHUPLQHG E\ WKH ERDUG RI

,] D PHPEHU RI WKH H[HFXWLYH FRPPLWWHH KDV D GLUHFW RU LQGLUHFW FRQIOLFWLQJ LQWHF
FRPSHWHQFH RI WKH H[HFXWLYH FRPPLWWHH LW PXVW QRWLI\ LW WR WKH RWKHU PHPEHUYV
$UWLFOH WHU RI WKH &RPSDQLHV &RGH PXVW EH WDNHQ LQWR DFFRXQW

$57,&/( '$,/< 0$1$*(0(17

,Q WKH FRXUVH RI LWV GXWLHV WKH H[HFXWLYH FRPPLWWHH PD\ GHOHJDWH WKH GDLO\ PDQ
&RPSDQLHV &RGH WKH PDQDJHPHQW RI RQH RU PRUH WUDQVDFWLRQV RI WKH FRPSDQ\ RU
FRPPLWWHH RU RI WKH ERDUG RI GLUHFWRUV WR RQH RU PRUH SHUVRQV ZKHWKHU D GLUHFW

$57,8&/( 63(&,$/ '(/(*$7(6

7KH ERDUG RI GLUHFWRUYV DV ZHOO DV WKH H[HFXWLYH FRPPLWWHH DQG WKRVH DSSRLQWHG
WKHLU GXWLHV GHOHJDWH VSHFLDO SRZHUV WR RQH RU PRUH SHUVRQV RI WKHLU FKRLFH DF

7KH ERDUG RI GLUHFWRUV WKH H[HFXWLYH FRPPLWWHH DQG WKRVH DSSRLQWHG IRU WKH GL
WKH SHUVRQV DQG SRZHUV WKDW WKH\ FRQIHUUHG SXUVXDQW WR WKH SUHFHGLQJ SDUDJUDS

$57,8&/( 5(35(6(17%$7,21 2)),&,$/ '(('6 $1' /(*$/ $&7,216
7KH FRPSDQ\ LV YDOLGO\ UHSUHVHQWHG LQFOXGLQJ IRU GHHGY DQG LQ OLWLJDWLRQ

O HLWKHU E\ WZR GLUHFWRUV DFWLQJ MRLQWO\
O RU E\ RQH GLUHFWRU DFWLQJ DORQH LI KH VKH LV DOVR PHPEHU RI WKH H[HFXWLYH FRI

O RU EXW ZLWKLQ WKH OLPLWV RI WKH GDLO\ PDQDJHPHQW E\ WKH SHUVRQ RU SHUVR
VHYHUDOO\

7KHVH UHSUHVHQWDWLYHYVY GR QRW QHHG WR MXVWLI\ YLV YLV WKLUG SDUWLHV RI D SULRU
JXUWKHUPRUH WKH FRPSDQ\ LV YDOLGO\ ERXQG E\ VSHFLDO GHOHJDWHYV ZLWKLQ WKH OLPLW
$57,&/( &21752/

7KH FRQWURO RI WKH ILQDQFLDO VLWXDWLRQ RI WKH DQQXDO DFFRXQWY DQG RI WKH UHJXO
EH HQWUXVWHG WR RQH RU PRUH VWDWXWRU\ DXGLWRUV PHPEWWVWXWNVGHYV, @®W L WEKX\UH/ Ral
DSSRLQWHG E\ WKH VKDUHKROGHUYVY PHHWLQJ IRU D UHQHZDEOH WHUP RI WKUHH \HDUV

7.7/().9( *(1(5%$/0((7.1*6 2) 6+3$5(+2/'(56
$57,&/( &20326,7,21 $1' 32:(56

7KH VKDUHKROGHUV PHHWLQJ LV FRPSRVHG RI DOO WKH RZQHUV RI VKDUHV ZKR DUH HQWLW
KDYLQJ FRPSOLHG ZLWK DQ\ DSSOLFDEOH OHJDO UHTXLUHPHQWY RU SURYLVLRQV RI WKH DL
ULJKWYVY DUH HQWLWOHG WR SDUWLFLSDWH LQ WKH PHHWLQJ VXEMHFW WR WKH VDPH FRQGLW

'"HFLVLRQV GXO\ DGRSWHG E\ WKH VKDUHKROGHUV PHHWLQJ ELQG DOO WKH VKDUHKROGHUV |
$57,8&/( 0((7,1*

7KH DQQXDO VKDUHKROGHUV PHHWLQJ VWDWXWRULO\ PHHWYV RQ WKH ODVW 7XHVGD\ RI WKF
PHHWLQJ LV KHOG WKH IROORZLQJ EXVLQHVV GD\

([FHSW IRU GHFLVLRQV WR EH UHFRUGHG LQ D GHHG WKH VKDUHKROGHUYV PD\ XQDQLPRXVO\ \
VKDUHKROGHUV PHHWLQJ

$Q H{WUDRUGLQDU\ VKDUHKROGHUV PHHWLQJ FDQ EH FRQYHQHG HDFK WLPH WKH LQWHUHVW

6KDUHKROGHUYV PHHWLQJV PD\ EH FRQYHQHG E\ WKH ERDUG RI GLUHFWRUV RU E\ WKH VWDW
VKDUHKROGHUV UHSUHVHQWLQJ WRJHWKHU RQH ILIWK RI WKH VWDWXWRU\ FDSLWDO

BNY MELLON
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$57,&/( &219(1,1* 127,&(6

6KDUHKROGHUV PHHWLQJYV DUH KHOG DW WKH VWDWXWRU\ RIILFH RI WKH FRPSDQ\ RU DW D
PHHWLQJ

7KH FRQYHQLQJ QRWLFHV WR DQ\ VKDUHKROGHUYV PHHWLQJ VKDOO FRQWDLQ WKH DJHQGD Z
VHQW LQ DFFRUGDQFH ZLWK WKH ODZ

$Q\ SHUVRQ PD\ ZDLYH WKLV QRWLFH DQG LQ DQ\ FDVH EH UHJDUGHG DV KDYLQJ EHHQ GXO\

, ] WKH ZULWWHQ SURFHGXUH LV XVHG SXUVXDQW WR $UWLFOH Rl WKH &RPSDQLHV &RGH \
PHGLXP ZLWK UHIHUHQFH WR WKH DJHQGD DQG SURSRVDOV IRU GHFLVLRQV WR DOO WKH VK
DSSURYH WKH SURSRVHG GHFLVLRQVY DQG WR UHWXUQ WKH FLUFXODU GXO\ VLIQHG ZLWKLQ V
RWKHU SODFH LQGLFDWHG LQ WKH FLUFXODU

7KH GHFLVLRQ PXVW EH UHJDUGHG DV QRW KDYLQJ EHHQ WDNHQ LI DOO VKDUHKROGHUV GR
ZLWKLQ WKH DIRUHPHQWLRQHG WHUP

6KDUHKROGHUVY ERQGKROGHUV KROGHUV RI VXEVFULSWLRQ ULJKWV RU KROGHUV RI UHJLVW
DW WKH UHJLVWHUHG RIILFH RI WKH FRPSDQ\

$57,&/( $'0,66,21 72 7+( 0((7,1*

7KH ERDUG Rl GLUHFWRUYV PD\ UHTXLUH WKDW WKH VKDUHKROGHUY DQG ERQGKROGHUYV LQIRL
PHHWLQJ RI WKHLU LQWHQW WR DWWHQG WKH PHHWLQJ DQG WKDW WKH VKDUHKROGHUV VSF
YRWH

,] WKH ERDUG RI GLUHFWRUV XVHV WKLV ULJKW LW PXVW EH PHQWLRQHG LQ WKH QRWLFHV F|

$ OLVW RI DWWHQGDQFH PHQWLRQLQJ WKH QDPH RI WKH VKDUHKROGHUYV DQG WKH QXPEHU R
SULRU WR MRLQLQJ WKH PHHWLQJ

$57,8&/( 5(35(6(17$7,21

$Q\ RZQHU RI VHFXULWLHV PD\ EH UHSUHVHQWHG DW WKH VKDUHKROGHUV PHHWLQJ E\ D UH
SUR[\ KROGHU PD\ UHSUHVHQW PRUH WKDQ RQH VKDUHKROGHU

7KH ERDUG RU WKH FRPSDQ\ VHFUHWDU\ PD\ DGRSW WKH IRUP RI SUR[\ DQG UHTXLUH WKDW W
LW VHWYV

&R RZQHUV DV ZHOO DV SOHGJRUV DQG SOHGJHHV PXVW EH UHSUHVHQWHG E\ RQH VLQJOH SH
$57,8&/( %85($8
$00 VKDUHKROGHUV PHHWLQJV DUH FKDLUHG E\ WKH FKDLUSHUVRQ RI WKH ERDUG RU LQ KLV

7KH FKDLUSHUVRQ PD\ DSSRLQW D VHFUHWDU\ ,I WKH QXPEHU Rl VKDUHKROGHUV SUHVHQW
DPRQJVW LWV PHPEHUV
$57,8&/( 3267321(0(17 2) 7+( 0((7,1*

(YHU\ VKDUHKROGHUYV PHHWLQJ ZKHWKHU DQQXDO RU VSHFLDO PD\ EH SRVWSRQHG IRUWK
SRVWSRQHPHQW FDQFHOV DOO GHFLVLRQV WDNHQ

7KH IRUPDOLWLHY FRPSOLHG ZLWK WR DWWHQG WKH ILUVW PHHWLQJ DQG WKH SUR[LHV ZLOO
FRPSO\ ZLWK WKHVH IRUPDOLWLHV IRU WKH VHFRQG PHHWLQJ LQ WKH HYHQW WKH\ KDYH QRW

7KH VHFRQG PHHWLQJ GHFLGHVY RQ WKH VDPH DJHQGD ,WV GHFLVLRQV DUH ILQDO

$57,&/( 5,%+7 72 927(
(DFK VKDUH JLYHV ULJKW WR RQH YRWH
$57,&/( (1, % (5$7,21 2) 7+( 6+$5(+2/'(56 0((7,1*

([FHSW LQ WKH FDVHV SURYLGHG E\ ObDZ GHFLVLRQV DUH WDNHQ LUUHVSHFWLYH RI WKH C
PDMRULW\ RI WKH YRWHY YDOLGO\ H[HUFLVHG GLVUHJDUGLQJ DEVWHQWLRQV

7KH YRWHV DUH H[SUHVVHG E\ VKRZ Rl KDQGV RU E\ FDOOLQJ Rl QDPHV XQOHVV WKH VKDUHKF
$57,8&/( 63(&,$/ 0$-25,7<

KHQHYHU WKH VKDUHKROGHUV PHHWLQJ PXVW GHFLGH RQ DQ LQFUHDVH RU GHFUHDVH RI
FRPSDQ\ ZLWK RWKHU HQWLWLHVY RQ WKH ZLQGLQJ XS RU DQ\ RWKHU PRGLILFDWLRQ WR WKH
SURSRVHG PRGLILFDWLRQV LV VSHFLILFDOO\ PHQWLRQHG LQ WKH QRWLFHV DQG LI WKRVH D
FDSLWDO

.| WKLV ODVW FRQGLWLRQ LV QRW PHW D QHZ QRWLFH LV QHFHVVDU\ DQG WKH VHFRQG PH
UHSUHVHQWHG

1R PRGLILFDWLRQ LV YDOLG LI LW LV QRW DGRSWHG ZLWK D WKUHH TXDUWHUV PDMRULW\ YRV

+RZHYHU ZKHQ WKH GHOLEHUDWLRQ FRQFHUQV WKH PRGLILFDWLRQ RI WKH FRUSRUDWH SXU
VHEXULWLHVY WKH ZLQGLQJ XS RI WKH FRPSDQ\ UHVXOWLQJ IURP D UHGXFWLRQ RI WKH QHW L
WKH FDSLWDO WKH WUDQVIRUPDWLRQ RI WKH FRPSDQ\ RU D PHUJHU D GH PHUJHU WKH FRQ
YDOLGO\ FRQVWLWXWHG DQG PD\ GHFLGH RQO\ ZLWK WKH TXRUXP RI DWWHQGDQFH DQG WKH

BNY MELLON
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$57,8&/( 0,187(6

7KH PLQXWHV RI WKH VKDUHKROGHUY PHHWLQJ DUH VLIQHG E\ WKH PHPEHUV RI WKH EXUHD)>
PLQXWHV RI WKH VKDUHKROGHUV PHHWLQJ WR EH SURGXFHG LQ FRXUW RU HOVHZKHUH VKD
HI[HFXWLYH GLUHFWRU

7.7/(6,; $118%/ $&&28176 '.675,%87,21

$57,8&/( ),1$1&,%/ <($5
7KH ILQDQFLDO \HDU VWDUWYV RQ WKH ILUVW RI -DQXDU\ DQG HQGV RQ WKH WKLUW\ ILUVW RI
$57,&/( 927( 1 7+( $118%/ $&&28176

7KH DQQXDO VKDUHKROGHUV PHHWLQJ GHFLGHY RQ WKH DQQXDO DFFRXQWYV
2QFH WKH DQQXDO DFFRXQWY DUH DGRSWHG WKH PHHWLQJ GHFLGHV E\ VSHFLDO YRWH RQ W
$57,8&/( ',675,%87,21

7KH SURILWY DUH GHWHUPLQHG LQ DFFRUGDQFH ZLWK WKH ODZ (DFK \HDU ILYH SHUFHQW Z|
7KLY GHGXFWLRQ FHDVHV WR EH PDQGDWRU\ ZKHQ WKLY OHJDO UHVHUYH IXQG UHDFKHV RQt
UHVHUYH LV EHLQJ XVHG

7KH EDODQFH LV DOORFDWHG E\ WKH VKDUHKROGHUV PHHWLQJ GHFLGLQJ XSRQ SURSRVDO R
$57,8&/( 3$<0(17 2) ',9,'(1'6
7KH SD\PHQW RI GLYLGHQGV LI DQ\ LV PDGH DQQXDOO\ DW WKH WLPH DQG WKH SODFH LQGL

7KH ERDUG RI GLUHFWRUV PD\ XQGHU LWV UHVSRQVLELOLW\ GHFLGH WKH SD\PHQW RI LQWF
ILQDQFLDO \HDU W GHWHUPLQHV WKH DPRXQW RI WKHVH LQWHULP GLYLGHQGY DQG WKHLU S

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\ WLPH ZKDWVRHYHU
WKH VKDUHKROGHUV PHHWLQJ RU IDLOLQJ VXFK DSSRLQWPHQW E\ WKH ERDUG RI GLUHFWRL

JRU WKLV SXUSRVH WKH OLTXLGDWRUV KDYH WKH ZLGHVW SRZHUV FRQIHUUHG E\ ODZ
7KH VKDUHKROGHUV PHHWLQJ VKDOO ZKHUH DSSURSULDWH GHWHUPLQH WKH UHPXQHUDWLR
$57,&/( ',675,%87,21

$IWHU VHWWOHPHQW RI WKH GHEWYVY DQG RI WKH H[SHQVHV RI WKH OLTXLGDWLRQ RU FRQVL]J
VKDOO ILUVW EH DSSOLHG WR UHLPEXUVH LQ FDVK RU LQ VHFXULWLHVY WKH SDLG XS DPRXQV

,] QRW DOO VKDUHV DUH SDLG XS LQ WKH VDPH SURSRUWLRQ WKH OLTXLGDWRUV EHIRUH SUI
VLWXDWLRQ DQG UH HVWDEOLVK WKH EDODQFH E\ FDOOLQJ IXQGV RU E\ SURFHHGLQJ ZLWK D
DOO VKDUHYV

7.7/ (*+7 *(1(58%/ 3529.6,216

$57,8&/( (/(&7,21 2) '20,&,/(

JRU WKH HQIRUFHPHQW RI WKHVH DUWLFOHYV RI DVVRFLDWLRQ DOO VKDUHKROGHUV ERQGKR:
HOHFW GRPLFLOH DW WKH VWDWXWRU\ RIILFH ZKHUH DOO FRPPXQLFDWLRQV VXPPRQVHV VXE

$57,&/( -85,6',&7,21

JRU DOO GLVSXWHV EHWZHHQ WKH FRPSDQ\ LWV VKDUHKROGHUV ERQGKROGHUV GLUHFWRU
DQG WKH HQIRUFHPHQW RI WKHVH DUWLFOHV RI DVVRFLDWLRQ H[FOXVLYH MXULVGLFWLRQ L
H[SUHVVO\ ZDLYHV VXFK MXULVGLFWLRQ

$57,&/( /(*$/ 3529,6,216

7KH FRPSDQ\ LQWHQGV WR IXOO\ FRPSO\ ZLWK WKH ODZ &RQVHTXHQWO\ WKH OHJDO SURYLYV
RI WKHVH DUWLFOHV RI DVVRFLDWLRQ ZKLOH FODXVHY FRQWUDU\ WR PDQGDWRU\ SURYLVLRQ

JRU ODZIXO FR RUGLQDWLRQ RQ >a0

O 1DWKDOLH 5\FNDHUW 6HFUHWDU\ *HQHUDO RI 7KH %DQN Rl 1HZ <RUN OHOORQ 6% 19 GR KHL
RI WKH RULJLQDO ZKLFK , KDYH H[DPLQHG %UXVVHOV %HOJLXP WKLV

BNY MELLON
$SSHQGL] 3LOODU 'LVFORVXUHXHFHPEHU



7KH %DQN RI 1HZ <RUN OHOORQ 6 $ 1 9
%RXOHYDUG $QVSDFKODDQ

% %UXVVHOV %HOJLXP

9% 7 %( &RPSDQ\ 1R
%5866(/6 530 535

EQ\PHOORQ FRP

7KH %DQN RI 1HZ <RUN OHOORQ 6% 19 LV D %HOJLXP SXEOLF OLPLWHG FRPSDQ\
DXWKRULVHG DQG UHJXODWHG DV D FUHGLW LQVWLWXWLRQ E\ WKH 1DWLRQDO %D
<RUN OHOORQ D EDQNLQJ FRUSRUDWLRQ RUJDQLVHG XQGHU WKH ODZV RI WKH 6\
6WUHHW 1HZ <RUN 1< 86 $
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