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7KH�,QIOXHQFH�RI�/HJDO�)DFWRUV�RQ�3HUVRQDO 
%DQNUXSWF\�)LOLQJV 

&XUUHQW� FD O O V � IRU �UH IRUP�RI �8�6��EDQNUXSWF\� ODZ�UH I O H F W � WKH�ZLGHVSUHDG�EH O L H I � WKDW  
WKH � O HJD O � I UDPHZRUN�LQI OXHQFHV � LQGLY LGXDO �GHF L V LRQV� WR� I L O H � IRU �SHUVRQDO �EDQNUXSWF\  
DQG� � WKHUH IRUH � � WKH �UDWH �R I � I L O LQJV � � �7KLV �SDSHU�H[SORUHV � WKH �UH ODW LRQVKLS�EHWZHHQ  
O HJD O � ID F WRUV �DQG�WKH� LQF LGHQFH�R I �SHUVRQDO�EDQNUXSWF\ � � �&DVXDO�REVHUYDW LRQ�VXJJHV WV  
WKDW � WKH�VKDUS�U L VH � LQ� WKH�UD WH �R I �SHUVRQDO �EDQNUXSWF\� I L O LQJV �RYHU � WKH�SDVW ����\HDUV  
KDV� FR LQF LGHG�ZLWK�V LJQL I L FDQW �HYHQWV � WKDW �KDYH� FKDQJHG� WKH� O HJD O � HQYLURQPHQW �  
)XUWKHU�DQDO\V L V �R I �G L I I HUHQFHV � LQ� WKH� O HJD O � HQYLURQPHQW�DQG� I L O LQJ�UDWHV �D W � WKH�V WD WH  
O HYH O �SURYLGHV �D�V WURQJHU � W HV W �R I � WKH � LQ I OXHQFH �R I � O HJDO � IDF WRUV � � �7KH�SDSHU� I LQGV� WKDW  
WKH � O HYH O �R I �DVVH W V � H[HPSWHG� I URP�EDQNUXSWF\�GRHV �QRW �DSSHDU� WR �H[SODLQ�V WDWH  
G L I I HUHQFHV �DV�RQH�PLJKW�H[SHF W �EXW� WKDW�G L I I HUHQFHV � LQ �ZDJH�JDUQLVKPHQW� ODZV�GR  
DSSHDU� WR� LQ I OXHQFH�EDQNUXSWF\� I L O LQJV �  

7KH 'LIIHUHQFHV LQ +RPHVWHDG ([HPSWLRQ /HYHOV $UH 2QH RI WKH )DFWRUV 2IWHQ &LWHG IRU WKH 
,QFUHDVH LQ 3HUVRQDO %DQNUXSWF\ )LOLQJV 

%DQN 7UHQGV

)',&� 'LYLVLRQ RI ,QVXUDQFH

+LJKHU 7KDQ )HGHUDO +RPHVWHDG ([HPSWLRQ 

6DPH DV )HGHUDO +RPHVWHDG ([HPSWLRQ ��‹˘����� 

/RZHU 7KDQ )HGHUDO +RPHVWHDG ([HPSWLRQ 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 



7KH ,QIOXHQFH RI /HJDO )DFWRUV 

7KH�,QIOXHQFH�RI�/HJDO�)DFWRUV�RQ�3HUVRQDO�%DQNUXSWF\�)LOLQJV 

+LJK� DQG� ULVLQJ� EDQNUXSWF\� UDWHV� LQ� WKH� 8�6�� DUH� D 
FRQFHUQ� EHFDXVH� RI� WKH� FORVH� UHODWLRQVKLS� EHWZHHQ 
SHUVRQDO�EDQNUXSWFLHV�DQG�FRQVXPHU�ORDQ�ORVVHV���7KH 
SHUVRQDO� EDQNUXSWF\� UDWH� KDV� ULVHQ� FRQVLVWHQWO\� IURP 
XQGHU�����SHU�WKRXVDQG�SRSXODWLRQ�DQQXDOO\�LQ�WKH�HDUO\ 
�˝ˆ�V�WR�RYHU���ˆ�SHU�WKRXVDQG�IRU�WKH�\HDU�HQGLQJ�-XQH 
���� �˝˝ˆ�� � 5HFHQW� UHVHDUFK� KDV� ORRNHG� DW� EDQNUXSWF\ 
ILOLQJV�RYHU�WLPH�DW�ERWK�WKH�8�6��DQG�VWDWH�OHYHO� 

%LVKRS� ��˝˝˙��H[DPLQHV�WLPH�VHULHV�UHODWLRQVKLSV�DW�WKH 
8�6��OHYHO���+LV�VWXG\�DWWHPSWV�WR�TXDQWLI\�WKH�LQIOXHQFH 
WKDW�WKH�FRQVXPHU�GHEW�EXUGHQ�DQG�WKH�EXVLQHVV�F\FOH 
KDYH� RQ� WKH� QRQEXVLQHVV� EDQNUXSWF\� UDWH�� � +H� FRQ� 
FOXGHV�WKDW�WKH�FRQVXPHU�GHEW�EXUGHQ�DQG�WKH�EXVLQHVV 
F\FOH�H[SODLQ�DSSUR[LPDWHO\�WZR�WKLUGV�RI�WKH�YDULDWLRQ 
LQ�WKH�QDWLRQDO�QRQEXVLQHVV�EDQNUXSWF\�UDWH���+RZHYHU� 
KLV�RXW�RI�VDPSOH�IRUHFDVWV�VKRZ�WKDW�RWKHU�IDFWRUV�DOVR 
DUH� DW� ZRUN�� � +H� DVVHUWV� WKDW� FKDQJHV� LQ� FRQVXPHU 
EHKDYLRU�PLJKW�DOVR�SOD\�D� UROH�� �%LVKRS�UHFRPPHQGV 
WKDW�DGGLWLRQDO�UHVHDUFK�EH�GRQH�LQ�VHYHUDO�DUHDV��LQFOXG� 
LQJ�WKH� LPSDFW�RI�FKDQJHV� LQ� WKH� OHJDO�HQYLURQPHQW�DW 
WKH�QDWLRQDO�DQG�VWDWH�OHYHO��WR�GHWHUPLQH�WKH�LPSDFW�RI 
FKDQJHV�LQ�EHKDYLRU� 

%URZQ� ��˝˝˙��ORRNV�DW�KRZ�VWDWH�EDQNUXSWF\�UDWHV�KDYH 
PRYHG�RYHU�WLPH���+LV�VWDWLVWLFDO�DQDO\VLV�VKRZV�WKDW�WKH 
IRUFHV�SXVKLQJ�EDQNUXSWF\�UDWHV�XSZDUG�RYHU� WKH�SDVW 
�˘�\HDUV�KDYH�RSHUDWHG�LQ�D�UHODWLYHO\�XQLIRUP�PDQQHU 
DFURVV�WKH�QDWLRQ���+LV�PRGHO�LQGLFDWHV�WKDW�MXVW�XQGHU 
RQH�KDOI� RI� WKH� WRWDO� YDULDWLRQ� DFURVV� VWDWHV� DQG� RYHU 
WLPH� LV�H[SODLQHG�E\� WKH�QDWLRQDO� WUHQG�DORQH�� �%URZQ 
DOVR�FRQFOXGHV�WKDW�WKH�GLIIHUHQFHV�LQ�EDQNUXSWF\�UDWHV 
DFURVV�VWDWHV�DUH� ODUJH�UHODWLYH�WR�WKH�8�6�� UDWH�DQG�DUH 
SHUVLVWHQW�RYHU�WLPH���)XUWKHUPRUH��WKHUH�LV�D�UHODWLYHO\ 
VWDEOH� UDQN�RUGHULQJ�DPRQJ�LQGLYLGXDO�VWDWH� UDWHV�RYHU 
WLPH���+H�VXJJHVWV�WKDW�WKH�VWDEOH�UDQNLQJ�LV�DWWULEXWDEOH 
WR� LQVWLWXWLRQDO� IDFWRUV��VXFK�DV� OHJDO�DQG�GHPRJUDSKLF 
GLIIHUHQFHV� DPRQJ� VWDWHV�� EHFDXVH� WKHVH� IDFWRUV� DUH 
XQLTXH�WR�SDUWLFXODU�DUHDV�DQG�FKDQJH�VORZO\��RU�QRW�DW 
DOO��RYHU�WLPH� 

7KH� 5ROH� RI� /HJDO� )DFWRUV� LQ� ,QGLYLGXDO 
)LQDQFLDO�5LVN�0DQDJHPHQW 

/HJDO�IDFWRUV�HVWDEOLVK�D�ULVN�DQG�UHZDUG�IUDPHZRUN�IRU 
PDQ\�GHFLVLRQV�LQYROYLQJ�LQGLYLGXDO�ILQDQFLDO�ULVN�PDQ� 
DJHPHQW�� � 7KH\� FDQ� LQIOXHQFH� KRZ� D� FUHGLWRU� DQG 
GHEWRU�UHDFW�WR�ILQDQFLDO�GLIILFXOWLHV��XS�WR�DQG�LQFOXGLQJ 
WKH� GHFLVLRQ� WR� ILOH� IRU� EDQNUXSWF\�� � 7KHUHIRUH��ZKHQ 
FKDQJHV� LQ� ODZ� DOWHU� WKH� ULVN� DQG� UHZDUG� IUDPHZRUN� 
WKHUH�LV�WKH�SRWHQWLDO�WKDW�WKH�FKDQJHV�FDQ�FRQWULEXWH�WR 
QHZ�WUHQGV�LQ�EDQNUXSWF\�ILOLQJV� 

/DZV�RIWHQ�UHIOHFW�WKH�FROOHFWLYH�YDOXHV�RI�D�ORFDOH��DQG 
EHFDXVH�VWDWHV�KDYH�GLVFUHWLRQ�WR�SDVV�WKHLU�RZQ�ODZV�LQ 
PDQ\�DUHDV�� WKH� ULVN�DQG�UHZDUG� IUDPHZRUN�FDQ�GLIIHU 
DPRQJ� VWDWHV�� �)RU� H[DPSOH�� VRPH� VWDWHV�KDYH�SDVVHG 
ODZV�UHTXLULQJ�FHUWDLQ�W\SHV�RI� LQVXUDQFH�WKDW� OLPLW�WKH 
DPRXQW�RI�ILQDQFLDO�ULVN�DQ�LQGLYLGXDO�WDNHV�RQ���2WKHU 
VWDWHV�OLPLW�RU�H[WHQG�WKH�UHPHGLHV�D�FUHGLWRU�FDQ�DSSO\ 
ZKHQ� D� GHEWRU� GHIDXOWV� RQ� DQ� REOLJDWLRQ�� � 6WDWHV� DOVR 
GLIIHU� DV� WR� KRZ� PXFK� RI� D� GHEWRU·V� DVVHWV� ZLOO� EH 
SURWHFWHG� LQ� D�EDQNUXSWF\� ILOLQJ�� �*URSS��6FKRO]�� DQG 
:KLWH� ��˝˝ˆ�� IRXQG� WKDW� VWDWH� SHUVRQDO� EDQNUXSWF\ 
H[HPSWLRQV� DIIHFW� WKH� VXSSO\� DQG� GHPDQG� IRU� FUHGLW 
DQG�EHQHILW�KLJK�DVVHW�KRXVHKROGV�WKH�PRVW� 

/HJDO� )DFWRUV� 2SHUDWLQJ� DW� WKH� 1DWLRQDO 
/HYHO 

7KH�SDVW�WZR�GHFDGHV�KDYH�EHHQ�PDUNHG�E\�D�VWHDGLO\ 
ULVLQJ� 8�6�� SHUVRQDO� EDQNUXSWF\� UDWH�� � 0DQ\� UHDVRQV 
KDYH�EHHQ�JLYHQ�IRU�WKH�ULVH��LQFOXGLQJ�WKH�ODUJH�DPRXQW 
RI� GHEW� KHOG� E\� KRXVHKROGV�� DJJUHVVLYH� PDUNHWLQJ� WR 
KRXVHKROGV�E\�FUHGLW� FDUG�FRPSDQLHV�� DQG�D� OHVVHQLQJ 
RI� WKH� VWLJPD� IRUPHUO\� DVVRFLDWHG�ZLWK� ILOLQJ� SHUVRQDO 
EDQNUXSWF\�� � 7KH� SUHYDOHQFH� RI� OHJDO� DGYHUWLVLQJ� RQ 
WHOHYLVLRQ�DQG�FKDQJHV�LQ�IHGHUDO�EDQNUXSWF\� ODZV�DOVR 
DUH�IDFWRUV�IUHTXHQWO\�FLWHG�LQ�H[SODLQLQJ�WKH�ORQJ�WHUP 
ULVH� 

'LDQH (OOLV‹






%DQN 7UHQGV

)RU� WKH� PRVW� SDUW�� IHGHUDO� ODZ� JRYHUQV� EDQNUXSWF\ 
SURFHHGLQJV���7KH�EDVLF�PRGHO�IRU�WKH�ODZ�KDV�UHPDLQHG 
WKH� VDPH�RYHU� WLPH°� LW� LV� DQ� DVVHW�EDVHG�PRGHO� UDWKHU 
WKDQ�DQ�LQFRPH�EDVHG�PRGHO�

‹

��7KDW�LV��WKH�EDQNUXSWF\ 
V\VWHP�JHQHUDOO\�KDV�EHHQ�XVHG� WR� OLTXLGDWH�D�GHEWRU·V 
DVVHWV� DQG� GLVWULEXWH� WKHP� WR� FUHGLWRUV� DW� WKH� WLPH� RI 
ILOLQJ�UDWKHU�WKDQ�WR�PDQDJH�WKH�GHEWRU·V�IXWXUH�LQFRPH 
IRU� WKH� EHQHILW� RI� FUHGLWRUV�� � &KDSWHU� ˆ� RI� WKH 
EDQNUXSWF\� FRGH� VHHNV� WR� OLTXLGDWH� DQG� GLVWULEXWH� D 
GHEWRU·V�DVVHWV�DW�WKH�WLPH�RI�WKH�EDQNUXSWF\�ILOLQJ��DQG 
DSSUR[LPDWHO\�ˆ��SHUFHQW�RI�DOO�QRQEXVLQHVV�EDQNUXSW� 
FLHV� DUH� ILOHG�XQGHU�&KDSWHU� ˆ�� �7KH�EDQNUXSWF\� FRGH 
DIIRUGV� GHEWRUV� WKH� RSWLRQ� WR� SD\� FUHGLWRUV� RXW� RI 
IXWXUH� LQFRPH� WKURXJK�&KDSWHU� ���RI� WKH� FRGH°�KRZ� 
HYHU�� WKLV� RSWLRQ� LV� YROXQWDU\� DQG� QRW� DYDLODEOH� WR� DOO 
GHEWRUV�� �7KH� ODZ�VHHNV� WR�DFKLHYH�D�EDODQFH�EHWZHHQ 
WKH� LQWHUHVWV�RI� WKH�GHEWRU�DQG� WKRVH�RI� WKH�FUHGLWRUV° 
KRZHYHU��DQ\�UHYLVLRQV�PDGH�WR�WKH�FRGH�PD\�JLYH�WKH 
DSSHDUDQFH�RI�IDYRULQJ�RQH�SDUW\� 

,Q� WKH� SDVW� WZR� GHFDGHV�� DW� OHDVW� WKUHH� HYHQWV� KDYH 
DOWHUHG� WKH� OHJDO� IUDPHZRUN� DW� WKH� QDWLRQDO� OHYHO� DQG 
PD\�KDYH�FRQWULEXWHG�WR�WKH�ORQJ�WHUP�ULVH�LQ�WKH�8�6� 
SHUVRQDO�EDQNUXSWF\�UDWH���7KH�ILUVW�HYHQW�LV�D�6XSUHPH 
&RXUW�GHFLVLRQ�LQ��˝ˆˆ�WKDW�SDYHG�WKH�ZD\�IRU�ODZ\HUV 
WR� DGYHUWLVH� RQ� WHOHYLVLRQ�� � 7KH� RWKHU� WZR� HYHQWV� DUH 
UHYLVLRQV�WR�WKH�EDQNUXSWF\�FRGH�WKDW�KDYH�WKH�DSSHDU� 
DQFH� RI� IDYRULQJ� GHEWRUV� �2WKHU� UHYLVLRQV� KDYH� EHHQ 
PDGH� WR� WKH� EDQNUXSWF\� FRGH��EXW� WKHVH� WZR� FKDQJHV 
DUH�IRFXVHG�RQ�LQ�WKLV�DQDO\VLV�EHFDXVH�WKH\�ZRXOG�PRVW 
OLNHO\�PDNH�EDQNUXSWF\�PRUH�DWWUDFWLYH�WR�D�GHEWRU�DQG 
WKHUHIRUH�FRQWULEXWH�WR�D�ULVH�LQ�WKH�QXPEHU�RI�ILOLQJV�

� 

%DWHV�9HUVXV�6WDWH�%DU�RI�$UL]RQD���˝ˆˆ 

,Q� WKH� �˝ˆˆ� FDVH� RI� %DWHV� Y�� 6WDWH� %DU� RI� $UL]RQD�� WKH 
6XSUHPH�&RXUW�KHOG� WKDW�DGYHUWLVLQJ�E\�DWWRUQH\V�ZDV 
HQWLWOHG� WR� ´IUHH� VSHHFKµ� SURWHFWLRQ� XQGHU� WKH� 8�6� 
&RQVWLWXWLRQ�DV�ORQJ�DV�WKH�DGYHUWLVLQJ�ZDV�QRW�PLVOHDG� 
LQJ���7KLV�GHFLVLRQ�UHPRYHG�VWDWH�SURKLELWLRQV�RQ�DWWRU� 
QH\� DGYHUWLVLQJ°� LQ� �˝˙��� WKUHH� \HDUV� DIWHU� WKDW� UXOLQJ� 
DSSUR[LPDWHO\��˘�PLOOLRQ�ZDV�VSHQW�IRU�OHJDO�DGYHUWLVLQJ 
RQ� WHOHYLVLRQ�� �6LQFH� WKHQ�� WKH�JURZWK� LQ�H[SHQGLWXUHV 
KDV�EHHQ�GUDPDWLF�� � ,Q��˝˝���DSSUR[LPDWHO\����˝�PLO� 
OLRQ� ZDV� VSHQW� RQ� DGYHUWLVLQJ� IRU� OHJDO� VHUYLFHV� RQ 
WHOHYLVLRQ� 

/HJDO�DGYHUWLVLQJ�LV�WKRXJKW�WR�KDYH�VRPH�HIIHFW�RQ�WKH 
RYHUDOO� OHYHO� RI� EDQNUXSWF\� UDWHV�� EHFDXVH� LW� HGXFDWHV 
FRQVXPHUV�DERXW�EDQNUXSWF\�DQG�SURPRWHV�EDQNUXSWF\ 
DV�DQ�DFFHVVLEOH�PHDQV�IRU�VROYLQJ�ILQDQFLDO�GLIILFXOWLHV� 
,W�DOVR�PD\�GLPLQLVK�VRPH�RI�WKH�VWLJPD�RI�EDQNUXSWF\ 
E\�PDNLQJ�LW�PRUH�D�SDUW�RI�WKH�SXEOLF�FRQVFLRXVQHVV� 

%DQNUXSWF\�5HIRUP�$FW�RI��˝ˆ˙ 

7KH� %DQNUXSWF\� 5HIRUP� $FW� RI� �˝ˆ˙� HVWDEOLVKHG� WKH 
FXUUHQW�IHGHUDO�EDQNUXSWF\�FRGH���,W�ZDV�WKH�ILUVW�SLHFH 
RI�EDQNUXSWF\� OHJLVODWLRQ�SDVVHG�VLQFH� WKH�%DQNUXSWF\ 
$FW�RI��˙˝˙���8QGHU�WKH��˝ˆ˙�$FW��GLVFKDUJH��� WKDW�LV� 
GLVPLVVDO�RI�D�GHEWRU·V�ILQDQFLDO�REOLJDWLRQV���ZDV�PDGH 
UHDGLO\� DYDLODEOH� ZLWK� D� QXPEHU� RI� H[FHSWHG� GHEWV� 
)HGHUDO� DVVHW� H[HPSWLRQ� OHYHOV� DOVR� ZHUH� HVWDEOLVKHG� 
7KH�QHZ� IHGHUDO� OHYHOV�ZHUH�KLJKHU� WKDQ�PDQ\�RI� WKH 
VWDWH�OHYHOV��EXW�VWDWHV�ZHUH�JLYHQ�WKH�ULJKW�WR�RSW�RXW�RI 
WKH� IHGHUDO� H[HPSWLRQ� VFKHPH� DQG�SURYLGH� WKHLU� RZQ 

&KDUW ‹ 

7KH 5LVH LQ 3HUVRQDO %DQNUXSWF\ )LOLQJV &RUUHVSRQGV :LWK &KDQJHV LQ %DQNUXSWF\ /DZ )DYRULQJ 'HEWRUV DQG DQ 

,QFUHDVH LQ ([SHQGLWXUHV IRU /HJDO $GYHUWLVLQJ %DQNUXSWF\ 5HIRUP 
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� %DQNUXSWF\ 5HIRUP 

$FW RI ‹˝ˆ˙ 

$FW RI ‹˝˝� 

/DZ\HUV $OORZHG 

WR $GYHUWLVH 

7HOHYLVLRQ ([SHQGLWXUHV IRU 

/HJDO $GYHUWLVLQJ �5LJKW� 

%DQNUXSWF\ )LOLQJ 

5DWH �/HIW� 

ˇ� ˇ‹ ˇ� ˇ� ˇ� ˇ˘ ˇˇ ˇˆ ˇ˙ ˇ˝ ˆ� ˆ‹ ˆ� ˆ� ˆ� ˆ˘ ˆˇ ˆˆ ˆ˙ ˆ˝ ˙� ˙‹ ˙� ˙� ˙� ˙˘ ˙ˇ ˙ˆ ˙˙ ˙˝ ˝� ˝‹ ˝� ˝� ˝� ˝˘ ˝ˇ 

<HDU 

6RXUFH˛ $GPLQLVWUDWLYH 2IILFH RI WKH 8�6� &RXUWV� &HQVXV %XUHDX� DQG 6WDWLVWLFDO $EVWUDFW RI WKH 8�6� 
‹˝˝˘ DQG ‹˝˝ˇ DUH HVWLPDWHV� 

)',&� 'LYLVLRQ RI ,QVXUDQFH �



7KH ,QIOXHQFH RI /HJDO )DFWRUV 

VFKHPH���7KH��˝ˆ˙�$FW�DOVR�VRXJKW�WR�HQFRXUDJH�SDUWLDO 
UHSD\PHQW�RI�GHEW�WKURXJK�WKH�XVH�RI�WKH�QHZ�&KDSWHU 
��� 

%DQNUXSWF\�5HIRUP�$FW�RI��˝˝� 

7KH�%DQNUXSWF\�5HIRUP�$FW�RI��˝˝��PDGH�&KDSWHU��� 
ILOLQJV� PRUH� DFFHVVLEOH� DQG� DWWUDFWLYH� FRPSDUHG� ZLWK 
&KDSWHU� ˆ� ILOLQJV�� LQ� SDUW� E\� H[SDQGLQJ� HOLJLELOLW\�� � ,W 
DOVR�GRXEOHG�WKH�GROODU�DPRXQWV�IRU�H[HPSW�SURSHUW\�LQ 
&KDSWHU�ˆ�XQGHU�WKH�IHGHUDO�SODQ���+RZHYHU��WKH�HIIHFW 
RI�WKLV�DGMXVWPHQW�LV�VRPHZKDW�GLPLQLVKHG��DV��ˇ�VWDWHV 
KDYH�FKRVHQ�WR�RSW�RXW�RI�WKLV�IHGHUDO�SODQ�DQG�HVWDE� 
OLVK�WKHLU�RZQ�H[HPSWLRQ�OHYHOV�� �$OVR�� WKH� LQFUHDVH� LQ 
H[HPSWLRQ�OHYHOV�PD\�QRW�KDYH�SURYLGHG�WKDW�PXFK�RI 
DQ� HFRQRPLF� EHQHILW� EHFDXVH� LQIODWLRQ� FDXVHG� FRQ� 
VXPHU� SULFHV� WR�PRUH� WKDQ�GRXEOH� EHWZHHQ� �˝ˆ˙� DQG 
�˝˝�� 

(IIHFW�RI�8�6��/HJDO�&KDQJHV 

7KHVH� WKUHH� OHJDO� HYHQWV� DUH� SORWWHG� RQ� &KDUW� �� DV 
SRLQWV�DORQJ�WKH�JUDSK�RI�WKH�8�6��EDQNUXSWF\�UDWH�IURP 
�˝ˇ�� WR� �˝˝ˇ�� � $V� WKH� FKDUW� VKRZV�� WKH� �˝ˆˆ� FRXUW 
UXOLQJ�DQG�WKH�%DQNUXSWF\�5HIRUP�$FW�RI��˝ˆ˙�FORVHO\ 
SUHFHGHG� D� VLJQLILFDQW� ULVH� LQ� WKH� 8�6�� SHU� FDSLWD 
EDQNUXSWF\� ILOLQJ� UDWH�� � %DQNUXSWF\� UDWHV� DOVR� URVH 
VKDUSO\�DIWHU�SDVVDJH�RI�WKH�%DQNUXSWF\�5HIRUP�$FW�RI 
�˝˝�°�KRZHYHU��LW�PD\�EH�WRR�VRRQ�WR�DVVHVV�WKH�ORQJ� 
WHUP� LPSDFW� RI� WKLV� OHJLVODWLRQ�

�

� � 7KHVH�  OHJDO� HYHQWV
DSSHDU� WR� FRLQFLGH� ZLWK� WKH� ULVH� LQ� WKH� 8�6�� SHUVRQDO 
EDQNUXSWF\� UDWH°� KRZHYHU�� LW� LV� GLIILFXOW� WR� GHWHUPLQH 
FDXVDOLW\� IURP� WKLV� FKDUW�� � 7KHVH� HYHQWV� DUH� RQH�WLPH 
FKDQJHV��DQG�D�QXPEHU�RI�RWKHU�FRLQFLGHQW�IDFWRUV�PD\ 
EH�RSHUDWLQJ�RYHU�WKH�WLPH�SHULRG� 

/HJDO�)DFWRUV�2SHUDWLQJ�DW�WKH�6WDWH�/HYHO 

$QRWKHU�ZD\� WR�HYDOXDWH�WKH�HIIHFW�RI� OHJDO� IDFWRUV�RQ 
SHUVRQDO�EDQNUXSWF\�UDWHV�LV�WR�H[SORUH�WKH�UHODWLRQVKLS 
DW�WKH�VWDWH�OHYHO�

�

��7KHUH�LV�QR�ZD\�WR�WHVW�WKH�HIIHFW�RI 
OHJDO�DGYHUWLVLQJ�RQ�VWDWH�EDQNUXSWF\�UDWHV�EHFDXVH�RI�D 
ODFN�RI�GDWD�RQ�WKH�YROXPH�RI�DGYHUWLVLQJ�LQ�HDFK�VWDWH� 
+RZHYHU�� LW� LV� SRVVLEOH� WR� WHVW� WKH� HIIHFW� RI� WKH� LQ� 
FUHDVHG�IHGHUDO�H[HPSWLRQ�OHYHOV��EHFDXVH�DVVHW�H[HPS� 
WLRQ� OHYHOV�YDU\�DFURVV� WKH� VWDWHV�� �7KLV�DQDO\VLV� UHSUH� 
VHQWV� D� VWURQJHU� WHVW� WKDQ� WKH� DQDO\VLV� GRQH� DW� WKH 
QDWLRQDO�OHYHO�EHFDXVH�RI�WKH�ODUJHU�QXPEHU�RI�REVHUYD� 
WLRQV���,Q�DGGLWLRQ�WR�DVVHW�H[HPSWLRQ�OHYHOV��IRXU�RWKHU 
VWDWH�OHJDO�IDFWRUV�WKRXJKW�WR�LQIOXHQFH�WKH�LQFLGHQFH�RI 
SHUVRQDO�EDQNUXSWF\�DUH�XVHG�LQ�WKLV�DQDO\VLV� 

6WUDWHJ\ 

%URZQ���˝˝˙��LGHQWLILHG��ˇ�VWDWHV�IRU�ZKLFK�EDQNUXSWF\ 
ILOLQJ� UDWHV� ZHUH� SHUVLVWHQWO\� DERYH� RU� EHORZ� WKH� QD� 
WLRQDO� DYHUDJH�� �7KHVH� VWDWHV� FRPSULVH� WKH� VDPSOH� IRU 
WKLV�DQDO\VLV���2I�WKH��ˇ�VWDWHV��ˇ�KDYH�EDQNUXSWF\�UDWHV 
WKDW� DUH�FRQVLGHUDEO\�KLJKHU� WKDQ� WKH�QDWLRQDO� DYHUDJH 
DQG�DUH�WUHQGLQJ�XSZDUG�DW�D�IDVWHU�UDWH���7KHVH�´KLJK 
EDQNUXSWF\� VWDWHVµ� DUH� $ODEDPD�� &DOLIRUQLD�� *HRUJLD� 
0LVVLVVLSSL�� 1HYDGD�� DQG� 7HQQHVVHH�� � 7HQ� RI� WKH� �  ̌
VWDWHV�KDYH�EDQNUXSWF\� UDWHV� WKDW� DUH�FRQVLGHUDEO\�EH� 
ORZ� WKH� QDWLRQDO� DYHUDJH� DQG� WUHQGLQJ� XSZDUG� DW� D 
VORZHU� UDWH� WKDQ� WKH� QDWLRQDO� DYHUDJH�� � 7KHVH� ´ORZ 
EDQNUXSWF\� VWDWHVµ� DUH� $ODVND�� 'HODZDUH�� +DZDLL� 
0DLQH�� 0DVVDFKXVHWWV�� 1RUWK� 'DNRWD�� 3HQQV\OYDQLD� 
6RXWK�&DUROLQD��6RXWK�'DNRWD��DQG�9HUPRQW���7KHVH��  ̌
VWDWHV�ZHUH�QRW�FKRVHQ�UDQGRPO\��EXW�WKH\�UHSUHVHQW�D 
UHDVRQDEOH� VDPSOH� IRU� WKLV� DQDO\VLV� EHFDXVH� WKH\� DUH 
VWDWHV�DW�WKH�RSSRVLWH�HQGV�RI�WKH�VSHFWUXP���7KH\�DUH 
VWDWHV� ZLWK� WKH� IDVWHVW� RU� VORZHVW� ULVLQJ� EDQNUXSWF\ 
UDWHV�� VR� LI� OHJDO� IDFWRUV� LQIOXHQFH� WKH� LQFLGHQFH� RI 
SHUVRQDO�EDQNUXSWF\�� WKHVH� IDFWRUV�FHUWDLQO\� VKRXOG�EH 
DW�ZRUN�LQ�WKHVH�VWDWHV� 

/HJDO�)DFWRUV�5HYLHZHG 

)LYH� OHJDO� IDFWRUV� DUH� GHVFULEHG� DQG� DQDO\]HG� LQ� WKH 
IROORZLQJ�VHFWLRQV�WR�DVVHVV�WKH�RYHUDOO�FRQWULEXWLRQ�RI 
OHJDO� IDFWRUV� WR� GLIIHUHQFHV� LQ� VWDWH� EDQNUXSWF\� ILOLQJ 
UDWHV�� � 7KHVH� IDFWRUV� DUH� DXWRPRELOH� LQVXUDQFH� ODZV� 
ZDJH�JDUQLVKPHQW� ODZV�� IRUHFORVXUH�SURFHHGLQJV��DVVHW 
H[HPSWLRQ�OHYHOV��DQG�GLYRUFH�VHWWOHPHQW�ODZV���,Q�HDFK 
VHFWLRQ�EHORZ��WKH�QDWXUH�RI�WKH�ODZ�LV�GHVFULEHG�DQG�D 
K\SRWKHVLV� LV� ODLG� RXW� GHVFULELQJ� ZKDW� WKH� H[SHFWHG 
RXWFRPH� LV� IRU� ERWK� KLJK� EDQNUXSWF\� VWDWHV� DQG� ORZ 
EDQNUXSWF\�VWDWHV���7KH�WDEOHV�LQ�HDFK�VHFWLRQ�LOOXVWUDWH 
WKH� UHVXOWV� RI� WKH� DQDO\VLV�� � 7KH� VKDGHG� DUHDV� LQ� WKH 
WDEOHV�LQFOXGH�WKH�VWDWHV�WKDW�ILW�WKH�H[SHFWHG�RXWFRPH� 
DQG�WKH�XQVKDGHG�DUHDV�FRQWDLQ�WKH�DQRPDOLHV� 

$XWRPRELOH� ,QVXUDQFH�/DZV�� �$XWRPRELOH� DFFLGHQW 
LV� RIWHQ� FLWHG� DV� D� FDXVH� RI� SHUVRQDO� EDQNUXSWF\�� � $ 
PRWRULVW� UHVSRQVLEOH� IRU� DQ� DXWRPRELOH� DFFLGHQW� LQ 
ZKLFK� GDPDJHV� DUH� KLJK� PD\� H[SHULHQFH� HFRQRPLF 
GLVDVWHU�LI�KH�RU�VKH�GLG�QRW�KDYH�DXWRPRELOH�LQVXUDQFH 
RU� LI� LQVXUDQFH� FRYHUDJH�ZDV� LQDGHTXDWH�� � 6WDWHV� KDYH 
ILQDQFLDO� UHVSRQVLELOLW\� ODZV� UHTXLULQJ� WKDW� D� OLFHQVHG 
GULYHU�RU�UHJLVWHUHG�RZQHU�RI�D�PRWRU�YHKLFOH�WR�PDLQ� 
WDLQ�VRPH�IRUP�RI�ILQDQFLDO�UHVSRQVLELOLW\�WR�FRYHU�WKH 
GULYHU�LQ�FDVH�RI�DQ�DFFLGHQW���7KLV�UHTXLUHPHQW�JHQHU� 
DOO\�WDNHV�WKH�IRUP�RI�HLWKHU�VHOI�LQVXUDQFH�RU�D�OLDELOLW\ 

'LDQH (OOLV�



�

%DQN 7UHQGV 

LQVXUDQFH� SROLF\�� � 6RPH� VWDWHV� UHTXLUH� WKDW� D� SHUVRQ 
IXUQLVK�SURRI�RI�ILQDQFLDO�UHVSRQVLELOLW\�RQO\�DIWHU�EHLQJ 
LQYROYHG�LQ�DQ�DFFLGHQW���2WKHU�VWDWHV�UHTXLUH�SURRI�RI 
ILQDQFLDO�UHVSRQVLELOLW\�DV�D�SUHFRQGLWLRQ�WR�REWDLQLQJ�D 
GULYHU·V�OLFHQVH�RU�YHKLFOH�UHJLVWUDWLRQ� 

7KHVH� ODZV�KDYH� WKH� HIIHFW�RI� OLPLWLQJ� WKH� DPRXQW� RI 
ILQDQFLDO�ULVN�D�PRWRULVW�FDQ�DVVXPH���7KH�H[SHFWDWLRQ 
LQ� WKLV� FDVH� LV� WKDW� VWDWHV� ZLWK� VWULFW� UHTXLUHPHQWV� IRU 
ILQDQFLDO� UHVSRQVLELOLW\� PD\� H[SHULHQFH� ORZHU� UDWHV� RI 
SHUVRQDO�EDQNUXSWF\�WKDQ�VWDWHV� LQ�ZKLFK�WKHUH�DUH�QR 
UHTXLUHPHQWV�WR�IXUQLVK�SURRI�RI�ILQDQFLDO�UHVSRQVLELOLW\ 
EHIRUH� UHJLVWHULQJ� D� YHKLFOH� RU� REWDLQLQJ� D� GULYHU·V 
OLFHQVH���605�5HVHDUFK�&RUSRUDWLRQ� ��˝˝ˆ��VWXGLHG�WKH 
HIIHFW�RI�DXWR� LQVXUDQFH� ODZV�RQ�EDQNUXSWF\�UDWHV�DQG 
IRXQG�WKDW�WKH�FRUUHODWLRQ�EHWZHHQ�WKH�WZR�LV�JHQHUDOO\ 
VWURQJ�DW�WKH�VWDWH�OHYHO� 

7DEOH� �� VKRZV� WKH� UHVXOWV� RI� WKH� DQDO\VLV� RI� ILQDQFLDO 
UHVSRQVLELOLW\� ODZV� IRU� VWDWHV� LQ� WKH� VDPSOH�� � 7KH� H[� 
SHFWHG�RXWFRPH�DSSOLHV�WR����RI�WKH��ˇ�VWDWHV���7KUHH�RI 
WKH�VWDWHV�ZLWK�KLJK�EDQNUXSWF\�UDWHV�KDYH�QR�UHTXLUH� 
PHQW�IRU�SURRI�RI�ILQDQFLDO�UHVSRQVLELOLW\�EHIRUH�UHJLV� 
WHULQJ�D�YHKLFOH�RU�REWDLQLQJ�D�GULYHU·V�OLFHQVH��DQG�DOO�RI 
WKH�VWDWHV�ZLWK�ORZ�EDQNUXSWF\�UDWHV�KDYH�VRPH�IRUP�RI 
ILQDQFLDO�UHVSRQVLELOLW\�UHTXLUHPHQW�� �2QO\�WKUHH�VWDWHV 
DUH�DQRPDOLHV���7KHVH�VWDWHV�KDYH�ILQDQFLDO�UHVSRQVLELO� 
LW\�UHTXLUHPHQWV�DQG�DOVR�KDYH�KLJK�EDQNUXSWF\�UDWHV� 

$OWKRXJK� WKH� QXPEHU� RI� VWDWHV� WKDW� ILW� WKH� H[SHFWHG 
RXWFRPH�LV�KLJK��WKHUH�DUH�QRWHZRUWK\�H[FHSWLRQV���,Q 
SDUWLFXODU�� *HRUJLD� UHTXLUHV� DXWRPRELOH� LQVXUDQFH� EXW 
QHYHUWKHOHVV� KDV� WKH� VHFRQG� KLJKHVW� SHU� FDSLWD 

EDQNUXSWF\� UDWH� LQ� WKH� QDWLRQ�� � 7KH� SDUWLFXODU� H[FHS� 
WLRQV� LQ� WKLV� FDVH� LQGLFDWH� WKDW� DXWRPRELOH� LQVXUDQFH 
ODZV� DUH� QRW� DQ�  RYHUULGLQJ� OHJDO� IDFWRU� GULYLQJ  
EDQNUXSWF\�UDWHV�LQ�DOO�VWDWHV� 

*DUQLVKPHQW�/DZV�� �:DJH�JDUQLVKPHQW� LV� D�SURFHVV 
XVHG�E\�PDQ\�OHQGHUV�WR�FROOHFW�ORDQV�IURP�GHOLQTXHQW 
ERUURZHUV�� � *DUQLVKPHQW� LV� D� SRVWMXGJPHQW� GHEW� 
FROOHFWLRQ� SURFHGXUH�� � ,W� LQYROYHV� WKH� LVVXDQFH� RI� D 
SURFHVV�WR�D�WKLUG�SDUW\� �WKH�JDUQLVKHH��ZKR�LV�KROGLQJ 
SURSHUW\� RU� PRQH\� RZHG� WR� WKH� GHEWRU� LQ� RUGHU� WR 
FRPSHO�WKDW�SURSHUW\�RU�PRQH\�EH�DSSOLHG�LQ�UHGXFWLRQ 
RI�WKH�JDUQLVKLQJ�FUHGLWRU·V�FODLP� 

6WXGLHV� RQ� WKH� HIIHFW� RI�ZDJH� JDUQLVKPHQW� ODZV� KDYH 
IRXQG�WKDW�VWDWHV�WKDW�PDNH�LW�HDVLHU�IRU�D�GHEWRU·V�DVVHWV 
WR� EH� JDUQLVKHG� KDYH� KLJKHU� EDQNUXSWF\� UDWHV�� � )RU 
H[DPSOH�� LQ� HDUO\� �˝˝ˆ�� 86$� 7RGD\� UHSRUWHG� WKDW� WKH 
PRUH�ZDJHV�DUH�SURWHFWHG�IURP�JDUQLVKPHQW�LQ�D�VWDWH� 
WKH� ORZHU� WKH� EDQNUXSWF\� UDWH� $OEHUW�� �˝˝ˆ��� � 7KH 
H[SODQDWLRQ�LV�WKDW�WKH�RQHURXV�HIIHFWV�RI�JDUQLVKPHQW 
SXVK�GHEWRUV�LQWR�EDQNUXSWF\�DV�D�IRUP�RI�UHOLHI���6WDII 
IURP� WKH� 'LYLVLRQ� RI� ,QVXUDQFH� WDONHG� WR� EDQNUXSWF\ 
SURIHVVLRQDOV� DFURVV� WKH� FRXQWU\� WR� OHDUQ� PRUH� DERXW 
WKH� UHDVRQV� IRU� WKH� ULVLQJ� WUHQG� LQ�SHUVRQDO�EDQNUXSW� 
FLHV���2QH�SHUVRQ�LQ�6RXWK�&DUROLQD�UHSRUWHG�WKDW�RQH 
RI� WKH� UHDVRQV� 6RXWK� &DUROLQD·V� EDQNUXSWF\� UDWH� ZDV 
ORZHU�WKDQ�QHLJKERULQJ�7HQQHVVHH·V�LV�WKH�PRUH�OLEHUDO 
ZDJH� JDUQLVKPHQW� ODZV� LQ� 7HQQHVVHH�� � $QRWKHU 
EDQNUXSWF\�SURIHVVLRQDO�DOVR�PHQWLRQHG�ZDJH�JDUQLVK� 
PHQW�DQG�DWWDFKPHQW�ODZV�DV�D�ORQJ�WLPH�GULYLQJ�IDFWRU 
LQ�7HQQHVVHH�SHUVRQDO�EDQNUXSWFLHV� 

7DEOH ‹ 

6HYHULW\ RI $XWRPRELOH ,QVXUDQFH /DZV $SSHDUV WR &RUUHODWH :LWK 6WDWH %DQNUXSWF\ 5DWHV ��� %XW 1RW LQ (YHU\ &DVH 

6WDWH $XWRPRELOH ,QVXUDQFH /DZ +LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

$ODEDPD 
,QVXUDQFH 1RW 5HTXLUHG 0LVVLVVLSSL 

7HQQHVVHH 

,QVXUDQFH 5HTXLUHG 
&DOLIRUQLD 
*HRUJLD 
1HYDGD 

$ODVND 
'HODZDUH 
+DZDLL 

0DVVDFKXVHWWV 
0DLQH 

1RUWK 'DNRWD 
3HQQV\OYDQLD 
6RXWK &DUROLQD 
6RXWK 'DNRWD 

9HUPRQW 

6RXUFH˛ 605 5HVHDUFK &RUSRUDWLRQ 

)',&� 'LYLVLRQ RI ,QVXUDQFH � 



7KH ,QIOXHQFH RI /HJDO )DFWRUV 

7DEOH � 

$PRXQW RI :DJHV DQG ,QFRPH ([HPSW LQ D *DUQLVKPHQW 3URFHHGLQJ $SSHDUV WR ([SODLQ 0XFK RI WKH 'LIIHUHQFH LQ 6WDWH 
3HUVRQDO %DQNUXSWF\ 5DWHV 

:DJHV DQG (DUQLQJV ([HPSW +LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

/HVV WKDQ ˆ˘� RI ZDJHV RU GLVSRVDEOH HDUQLQJV DUH 
H[HPSW 

&DOLIRUQLD $ODVND 
0DVVDFKXVHWWV 

ˆ˘� RI ZDJHV RU GLVSRVDEOH HDUQLQJV DUH H[HPSW 

$ODEDPD 
*HRUJLD 

0LVVLVVLSSL 
1HYDGD 

7HQQHVVHH 

0DLQH 
1RUWK 'DNRWD 
9HUPRQW 

0RUH WKDQ ˆ˘� RI ZDJHV RU GLVSRVDEOH HDUQLQJV DUH 
H[HPSW 

'HODZDUH 
+DZDLL 

3HQQV\OYDQLD 
6RXWK &DUROLQD 
6RXWK 'DNRWD 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 

7KH�  HIIHFW�  RI�  ZDJH� JDUQLVKPHQW� ODZV�  RQ� VWDWH
EDQNUXSWF\�UDWHV�FDQ�EH�VHHQ�LQ�7DEOH���

˘

��0DQ\�RI�WKH 
VWDWHV� LQ� WKH�VDPSOH�H[HPSW�ˆ˘�SHUFHQW�RI�DQ� LQGLYLG� 
XDO·V�ZDJHV� RU� GLVSRVDEOH� HDUQLQJV� IURP� JDUQLVKPHQW� 
7KHVH�VWDWHV�DUH�LQ�WKH�PLGGOH�URZ�RI�WKH�WDEOH���6WDWHV 
WKDW�H[HPSW�PRUH�WKDQ�ˆ˘�SHUFHQW�RI�D�GHEWRU·V�LQFRPH 
IURP�ZDJH�JDUQLVKPHQW�DUH�FRQVLGHUHG�WR�EH�´GHEWRU� 
IULHQGO\�µ�DQG�WKHVH�VWDWHV�DUH�LQ�WKH�ERWWRP�URZ���6WDWHV 
WKDW�H[HPSW�OHVV�WKDQ�ˆ˘�SHUFHQW�RI�D�GHEWRU·V�LQFRPH 
IURP�ZDJH�JDUQLVKPHQW�DUH�FRQVLGHUHG�WR�EH�´FUHGLWRU� 
IULHQGO\�µ�DQG�WKHVH�VWDWHV�DUH�LQ�WKH�WRS�URZ� 

1RQH�RI�WKH�KLJK�EDQNUXSWF\�VWDWHV�DUH�GHEWRU�IULHQGO\ 
VWDWHV�� �0RVW�RI�WKH�KLJK�EDQNUXSWF\�VWDWHV�H[HPSW�ˆ  ̆
SHUFHQW�RI�ZDJHV�RU�GLVSRVDEOH�LQFRPH��DQG�&DOLIRUQLD 

HYHQ� UDQNV� DV� D� FUHGLWRU�IULHQGO\� VWDWH�� � )LYH� ORZ 
EDQNUXSWF\�VWDWHV�DUH�GHEWRU�IULHQGO\�VWDWHV���3HQQV\OYD� 
QLD� DQG� 6RXWK�&DUROLQD�� DORQJ� ZLWK� 7H[DV� DQG� 1RUWK 
&DUROLQD� �� VWDWHV�QRW� LQ� WKH�VDPSOH���GR�QRW�DOORZ�DQ\ 
IRUP� RI� ZDJH� JDUQLVKPHQW� H[FHSW� LQ� WKH� FDVH� RI� DO� 
LPRQ\�RU�FKLOG�VXSSRUW���$ODVND�DQG�0DVVDFKXVHWWV�DUH 
WKH� RQO\� DQRPDOLHV� LQ� WKLV� FDVH� EHFDXVH� WKH\� DUH 
FUHGLWRU��IULHQGO\�VWDWHV�\HW�KDYH�ORZ�EDQNUXSWF\�UDWHV� 
,Q�JHQHUDO��WKH�UHVXOWV�RI�WKLV�VDPSOH�DSSHDU�WR�VKRZ�D 
JRRG�ILW�EHWZHHQ�VWDWH�JDUQLVKPHQW� ODZV�DQG�WKH� LQFL� 
GHQFH�RI�SHUVRQDO�EDQNUXSWF\� 

$QRWKHU� IDFWRU� JRYHUQLQJ� WKH� ILQDQFLDO� EXUGHQ� RI� D 
JDUQLVKPHQW�SURFHHGLQJ� LV� LWV�GXUDWLRQ�� �$�FRQWLQXRXV 
JDUQLVKPHQW�VWD\V�LQ�HIIHFW�XQWLO�WKH�GHEW�KDV�EHHQ�SDLG 

7DEOH � 

'XUDWLRQ RI D *DUQLVKPHQW 3URFHHGLQJ 'RHV 1RW $SSHDU WR %H D )DFWRU LQ 3HUVRQDO %DQNUXSWF\ 5DWHV 

'XUDWLRQ RI *DUQLVKPHQW +LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

*HRUJLD 1RUWK 'DNRWD 
&RQWLQXRXV 1HYDGD 6RXWK 'DNRWD 

7HQQHVVHH 

&RQVHFXWLYH 
$ODEDPD 
&DOLIRUQLD 
0LVVLVVLSSL 

$ODVND 
'HODZDUH 
+DZDLL 
0DLQH 

0DVVDFKXVHWWV 
3HQQV\OYDQLD 
6RXWK &DUROLQD 

9HUPRQW 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 

'LDQH (OOLV˘
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%DQN 7UHQGV

LQ� IXOO�� � +RZHYHU�� VRPH� VWDWHV� UHTXLUH� WKH� MXGJPHQW 
FUHGLWRU�WR�XVH�FRQVHFXWLYH�JDUQLVKPHQWV�IRU�WKH�FROOHF� 
WLRQ�RI�WKH�VDPH�GHEW���7KH�H[SHFWDWLRQ�LQ�WKLV�FDVH�LV 
WKDW� FUHGLWRUV� ZKR� DUH� UHTXLUHG� WR� XVH� FRQVHFXWLYH 
JDUQLVKPHQWV�PD\�GHWHUPLQH�WKDW�LW�LV�QRW�SURILWDEOH�WR 
GR� VR�� � 6LQFH� FUHGLWRUV� DUH� W\SLFDOO\� WU\LQJ� WR� UHFRYHU 
UHODWLYHO\� VPDOO� GROODU� DPRXQWV� ZLWK� D� ZDJH� JDUQLVK� 
PHQW�� LW�PD\�QRW�EH�SURILWDEOH� WR�ILOH� VXFFHVVLYH�ZDJH 
JDUQLVKPHQWV� DQG� LQFXU� OHJDO� DQG�RWKHU� DGPLQLVWUDWLYH 
H[SHQVHV� 

7KH�ILQGLQJV�VXPPDUL]HG�LQ�7DEOH����SUHYLRXV�SDJH��GR 
QRW�VKHG�PXFK�OLJKW�RQ�WKH�HIIHFW�RI�WKH�GXUDWLRQ�RI�D 
JDUQLVKPHQW� RQ� VWDWH� EDQNUXSWF\� UDWHV�� � +LJK 
EDQNUXSWF\� VWDWHV� DUH� VSOLW� HYHQO\� EHWZHHQ� VWDWHV� WKDW 
DOORZ� FRQWLQXLQJ� YHUVXV� FRQVHFXWLYH� JDUQLVKPHQWV� 
0RUH� ORZ� EDQNUXSWF\� VWDWHV� UHTXLUH� FRQVHFXWLYH� JDU� 
QLVKPHQWV�EH�ILOHG��ZKLFK�GRHV�ILW�WKH�H[SHFWDWLRQ���7KH 
GXUDWLRQ� RI� ZDJH� JDUQLVKPHQW� SURFHHGLQJV� GRHV� QRW 
DSSHDU�WR�EH�DV�VWURQJ�D�IDFWRU�DV�WKH�DPRXQW�RI�ZDJHV 
RU�GLVSRVDEOH�HDUQLQJV�WKDW�DUH�H[HPSW�IURP�D�JDUQLVK� 
PHQW� 

)RUHFORVXUH�3URFHHGLQJV���7KH�HDVH�ZLWK�ZKLFK�FUHGL� 
WRUV�FDQ�REWDLQ�WLWOH�WR�FROODWHUDO�WKURXJK�IRUHFORVXUH�LV 
DQRWKHU�IDFWRU�WKDW�PLJKW�LQIOXHQFH�WKH�GHFLVLRQ�WR�ILOH 
IRU�EDQNUXSWF\�� �)RUHFORVXUH�RI� UHDO� HVWDWH� LV� D� OHQGHU 
UHPHG\�WKDW�LV�JRYHUQHG�E\�VWDWH�ODZ���´-XGLFLDO�IRUHFOR� 
VXUHµ�UHIHUV�WR�WKH�SURFHVV�RI�IRUHFORVLQJ�D�PRUWJDJH�RU 
GHHG�RI�WUXVW�WKURXJK�D�FRXUW�SURFHHGLQJ���´1RQMXGLFLDO 
IRUHFORVXUHµ�UHIHUV�WR�WKH�SURFHVV�RI�LQYRNLQJ�D�´SRZHU 
RI�VDOHµ�FODXVH� LQ�D�PRUWJDJH�RU�GHHG�RI�WUXVW�ZLWKRXW 
UHVRUW� WR� D� FRXUW� SURFHHGLQJ�� � -XGLFLDO� IRUHFORVXUH� LV 
DYDLODEOH�LQ�DOO�VWDWHV��EXW�VRPH�VWDWHV�UHFRJQL]H�QRQMX� 
GLFLDO�IRUHFORVXUH�DV�ZHOO� 

/HQGHUV�RIWHQ� VHH� WKH�QRQMXGLFLDO� SURFHVV� DV� DGYDQWD� 
JHRXV�EHFDXVH�LW�LV�TXLFNHU�WKDQ�D�MXGLFLDO�SURFHVV���7KH 
H[SHFWDWLRQ�LQ�WKLV�FDVH�LV�WKDW�VWDWHV�WKDW�DOORZ�QRQMXGL� 
FLDO� IRUHFORVXUH� PLJKW� H[SHULHQFH� KLJKHU� EDQNUXSWF\ 
UDWHV�WKDQ�VWDWHV�WKDW�GR�QRW�DOORZ�WKLV�SURFHVV��EHFDXVH 
GHEWRUV�ZRXOG�EH�FRQIURQWHG�ZLWK� ORVLQJ�D� VLJQLILFDQW 
DVVHW� PRUH� TXLFNO\�� � 6WDWHV� WKDW� DOORZ� D� QRQMXGLFLDO 
SURFHVV� DUH� FRQVLGHUHG� FUHGLWRU�IULHQGO\� VWDWHV�� DQG 
VWDWHV�WKDW�GR�QRW�DOORZ�D�QRQMXGLFLDO�SURFHVV�DUH�FRQ� 
VLGHUHG�GHEWRU�IULHQGO\�VWDWHV� 

7KH� UHVXOWV� VKRZQ� LQ�7DEOH���XSKROG�RXU�H[SHFWDWLRQ 
IRU� ��� RI� WKH� �ˇ� VWDWHV�� � $OO� EXW� RQH� RI� WKH� KLJK 
EDQNUXSWF\�VWDWHV�DUH�FUHGLWRU�IULHQGO\�VWDWHV�DQG�DOORZ 
D�QRQMXGLFLDO�IRUHFORVXUH�SURFHVV�� �5HVXOWV�IRU�WKH� ORZ 
EDQNUXSWF\�VWDWHV�DUH�PL[HG�� �)RXU�RI� WKHVH�VWDWHV�DUH 
DQRPDOLHV�EHFDXVH�WKH\�DUH�FUHGLWRU�IULHQGO\�DQG�DOORZ 
D�QRQMXGLFLDO�IRUHFORVXUH�SURFHVV��\HW�WKH\�DUH�VWLOO�ORZ 
EDQNUXSWF\�VWDWHV� 

%DQNUXSWF\�([HPSWLRQ�/HYHOV���)HGHUDO�ODZ�GHILQHV 
WKH� W\SH� DQG� DPRXQW� RI� DVVHWV� D� GHEWRU� FDQ� NHHS�� RU 
H[HPSW� IURP� OLTXLGDWLRQ� IRU� UHSD\PHQW�RI� GHEWV�� LQ� D 
&KDSWHU�ˆ�EDQNUXSWF\�ILOLQJ���)RU�H[DPSOH��WKH�IHGHUDO 
EDQNUXSWF\� FRGH� DOORZV� ��˘����� RI� D� GHEWRU·V� KRPH� 
VWHDG�WR�EH�H[HPSW�IURP�OLTXLGDWLRQ���+RZHYHU��VWDWHV 
DUH�DOORZHG�WR�RSW�RXW�RI�WKH�IHGHUDO�H[HPSWLRQ�OHYHOV 
DQG� HVWDEOLVK� WKHLU� RZQ�� �7KLUW\�VL[� VWDWHV� KDYH� RSWHG 
RXW��DQG� WKHVH�VWDWHV� UHTXLUH�WKHLU� UHVLGHQWV� WR�FRPSO\ 
ZLWK� WKHLU� VWDWH·V� H[HPSWLRQ� OHYHOV� VHH�FKDUW�RQ� IURQW 
FRYHU � 

7KH� H[SHFWDWLRQ� LQ� WKLV� FDVH� LV� WKDW� VWDWHV�ZLWK�KLJKHU 
DVVHW�H[HPSWLRQ�OHYHOV��DOORZLQJ�GHEWRUV�WR�NHHS�PRUH 
SURSHUW\� DIWHU� ILOLQJ� &KDSWHU� ˆ��  ZLOO�  KDYH� D� KLJKHU

7DEOH � 

0RVW RI WKH +LJK %DQNUXSWF\ 6WDWHV +DYH D 1RQMXGLFLDO )RUHFORVXUH 3URFHVV 

6WDWH )RUHFORVXUH 3URFHVV +LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

1RQMXGLFLDO $OORZHG 

$ODEDPD 
&DOLIRUQLD 
*HRUJLD 

0LVVLVVLSSL 
7HQQHVVHH 

+DZDLL 
0DLQH 

3HQQV\OYDQLD 
6RXWK 'DNRWD 

1RQMXGLFLDO 1RW $OORZHG 1HYDGD 

$ODVND 
'HODZDUH 

0DVVDFKXVHWWV 
1RUWK 'DNRWD 
6RXWK &DUROLQD 

9HUPRQW 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 

)',&� 'LYLVLRQ RI ,QVXUDQFH ˇ



7KH ,QIOXHQFH RI /HJDO )DFWRUV 

LQFLGHQFH�RI� SHUVRQDO� EDQNUXSWF\�� � ,W�ZRXOG� EH�PRUH 
DSSHDOLQJ�WR�ILOH�IRU�EDQNUXSWF\�LQ�WKHVH�VWDWHV�WKDQ�LQ 
VWDWHV�ZLWK�ORZHU�DVVHW�H[HPSWLRQ�OHYHOV��XQGHU�ZKLFK�D 
GHEWRU�ZRXOG� EH� IRUFHG� WR� JLYH� XS�PRUH� SURSHUW\� WR 
UHSD\�FUHGLWRUV� 

6WDWHV�ZLWK�ORZHU�DVVHW�H[HPSWLRQ�OHYHOV�DUH�FRQVLGHUHG 
WR� EH� FUHGLWRU�IULHQGO\�� EHFDXVH� PRUH� RI� D� GHEWRU·V 
DVVHWV� DUH� OLTXLGDWHG� WR� UHSD\�GHEWV�� �+RZHYHU�� XQOLNH 
WKH�SUHYLRXV�VFHQDULRV�� D� FUHGLWRU�IULHQGO\� VWDWH� LQ� WKLV 
VFHQDULR� LV� OHVV� OLNHO\� WR� LQGXFH� SHUVRQDO� EDQNUXSWF\ 
EHFDXVH� WKH� GHEWRU� ZRXOG� KDYH� OHVV� LQFHQWLYH� WR� GH� 
FODUH�� � 6WDWHV� ZLWK� KLJKHU� DVVHW� H[HPSWLRQ� OHYHOV� DUH 
FRQVLGHUHG� GHEWRU�IULHQGO\� VWDWHV� EHFDXVH� OHVV� RI� D 
GHEWRU·V� DVVHWV� ZRXOG� EH� OLTXLGDWHG� WR� UHSD\� GHEWV� 
+RZHYHU��WKLV�VLWXDWLRQ�LV�PRUH�OLNHO\�WR�EH�DVVRFLDWHG 
ZLWK� LQFUHDVHG� UDWHV� RI� ILOLQJ� EHFDXVH� GHEWRUV� ZRXOG 
ILQG�LW�PRUH�DWWUDFWLYH�WR�ILOH� 

7DEOH� ˘� VKRZV� WKDW� ��� RI� WKH� �ˇ� VDPSOH� VWDWHV� KDYH 
RSWHG�RXW�RI� WKH�IHGHUDO� H[HPSWLRQ� OHYHOV�� �6L[�RI� WKH 
VWDWHV� RSWLQJ� RXW� KDYH� HVWDEOLVKHG� KRPHVWHDG� H[HPS� 
WLRQ�OHYHOV�WKDW�DUH�ORZHU�WKDQ�WKH�IHGHUDO�OHYHO�DQG�WKXV 
DUH�FUHGLWRU�IULHQGO\�VWDWHV�

ˇ 
�7KH�RWKHU�VL[�VWDWHV�RSWLQJ 

RXW�KDYH�HVWDEOLVKHG�KRPHVWHDG�H[HPSWLRQ� OHYHOV� WKDW 
DUH�KLJKHU�WKDQ�WKH�IHGHUDO�OHYHO�DQG�DUH�GHEWRU�IULHQGO\ 
VWDWHV���7KH�WDEOH�GRHV�QRW�VKRZ�DQ\�V\VWHPDWLF�SDWWHUQ 
WKDW�ZRXOG�LQGLFDWH�D�FORVH�UHODWLRQVKLS�EHWZHHQ�KRPH� 
VWHDG� H[HPSWLRQ� OHYHOV� DQG� WKH� LQFLGHQFH� RI� SHUVRQDO 
EDQNUXSWF\� 

,W� LV� DOVR� LQWHUHVWLQJ� WR� QRWH� WKH� FDVHV� RI� )ORULGD� DQG 
7H[DV��WZR�VWDWHV�QRW�LQ�WKH�VDPSOH���7KHVH�WZR�VWDWHV 
DUH�ZLGHO\�NQRZQ�IRU�KDYLQJ�JHQHURXV�KRPHVWHDG�H[� 

HPSWLRQ� OHYHOV� EXW� ZRXOG� QRW� ILW� WKH� H[SHFWDWLRQ� EH� 
FDXVH� WKH\� KDYH� SHUVRQDO� EDQNUXSWF\� UDWHV� WKDW� DUH 
UHODWLYHO\� ORZ� FRPSDUHG� ZLWK� WKH� QDWLRQDO� DYHUDJH� 
6KLHUV� DQG� :LOOLDPVRQ� ��˝˙ˆ�� IRXQG� D� VLPLODU� UHVXOW� 
7KHLU� H[SODQDWLRQ� RI� WKLV� VHHPLQJ� FRQWUDGLFWLRQ� ZDV 
WKDW� OHQGHUV� LQ� WKHVH� VWDWHV� FRPSHQVDWH� IRU�KLJK� DVVHW 
H[HPSWLRQV� WKURXJK� OHQGLQJ� VWDQGDUGV�� � 7KHLU� VWXG\ 
FRQFOXGHG� WKDW� VWDWH� ODZV� UHJDUGLQJ� H[HPSWLRQ� OHYHOV 
VHUYH� DV� D� VXEVWLWXWH� IRU� WKH� UHVRXUFHV� WKDW� OHQGHUV 
GHYRWH� WR� UHGXFLQJ� WKH� ULVN� RI� GHIDXOW�RQ� ORDQV�� �7KH 
UHDVRQLQJ� LV� WKDW� LW� LV� OHVV�FRVWO\� WR�PDNH�EDG� ORDQV� LQ 
ORZ�H[HPSWLRQ�VWDWHV�WKDQ�LW�LV�LQ�KLJK�H[HPSWLRQ�VWDWHV 
EHFDXVH� WKH� GHEWRUV� ZLOO� EH� OHVV� OLNHO\� WR� ILOH� IRU 
EDQNUXSWF\�� �&RQVHTXHQWO\�� OHQGHUV� LQ� ORZ� H[HPSWLRQ 
VWDWHV� GHYRWH� IHZHU� UHVRXUFHV� WR� ULVN�UHGXFWLRQ� DFWLYL� 
WLHV�DQG�PDNH�PRUH�EDG�ORDQV� 

$OLPRQ\� DQG� 3URSHUW\� 'LYLVLRQ� LQ� 'LYRUFH� 3UR� 
FHHGLQJV�� �'LYRUFH� LV�DQRWKHU�IDFWRU�FRPPRQO\�FLWHG 
DV� D� FDXVH� RI� SHUVRQDO� EDQNUXSWF\�� � 605� 5HVHDUFK 
&RUSRUDWLRQ� ��˝˝ˆ��IRXQG�WKDW�EDQNUXSWF\�UDWHV�WHQG�WR 
ULVH�ZLWK�GLYRUFH�UDWHV�DW�WKH�FRXQW\�OHYHO���2QH�UHDVRQ 
LV� WKDW� D� FRXSOH·V� KRXVLQJ� FRVWV� FDQ� GRXEOH� DIWHU� D 
GLYRUFH�ZLWKRXW�DQ\� LQFUHDVH� LQ� LQFRPH�� �'LYRUFH�FDQ 
FDXVH� RWKHU� ILQDQFLDO� SUREOHPV�� VXFK� DV� VLWXDWLRQV� LQ 
ZKLFK�� XQGHU� WKH� GLYRUFH� MXGJPHQW�� ODUJH� GHEWV� IRU� 
PHUO\� KDQGOHG� E\� WKH� FRXSOH� WRJHWKHU� DUH� KHDSHG� RQ 
RQH�VSRXVH�PRUH�WKDQ�WKH�RWKHU���7KH�DGYHUVH�HIIHFW�RI 
GLYRUFH� DOVR� FDQ� EH� D� PRUH� ORQJ�WHUP� RQH� ZKHQ� D 
VSRXVH� IDOOV� EHKLQG� LQ� DOLPRQ\� RU� FKLOG� VXSSRUW� SD\� 
PHQWV�DQG�LV�ODWHU�IDFHG�ZLWK�D�OHJDO�MXGJPHQW�WR�SD\� 

/DZV�LQ�HDFK�VWDWH�JRYHUQ�WKH�GLVWULEXWLRQ�RI�DVVHWV�DQG 
WKH� SD\PHQW� RI� DOLPRQ\� LQ� D� GLYRUFH� SURFHHGLQJ� DQG 

7DEOH ˘ 

+RPHVWHDG ([HPSWLRQ /HYHOV 'R 1RW ([SODLQ 'LIIHUHQFHV LQ 6WDWH %DQNUXSWF\ 5DWHV 

+LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

2SWHG 2XW DQG ([HPSWLRQV DUH +LJKHU 
&DOLIRUQLD 
0LVVLVVLSSL 
1HYDGD 

$ODVND 
1RUWK 'DNRWD 
6RXWK 'DNRWD 

8WLOL]HV )HGHUDO 6FKHPH 
+DZDLL 

0DVVDFKXVHWWV 
3HQQV\OYDQLD 
9HUPRQW 

2SWHG 2XW DQG ([HPSWLRQV /RZHU 
$ODEDPD 
*HRUJLD 

7HQQHVVHH 

'HODZDUH 
0DLQH 

6RXWK &DUROLQD 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 

'LDQH (OOLVˆ



%DQN 7UHQGV

PLJKW�LQIOXHQFH�WKH�ILQDQFLDO�UHSHUFXVVLRQV�RI�D�GLYRUFH 
DFWLRQ�� � 7ZR� RI� WKH� VDPSOH� VWDWHV�� &DOLIRUQLD� DQG 
1HYDGD�� DUH�FRPPXQLW\�SURSHUW\� VWDWHV�� �/DZV�GHILQH 
FRPPXQLW\�SURSHUW\�DV�DOO�SURSHUW\�DFTXLUHG�E\�HLWKHU 
RU�ERWK�VSRXVHV�GXULQJ�WKH�PDUULDJH�DV�D�UHVXOW�RI�WKHLU 
ODERUV�� �%RWK� VSRXVHV� DUH�FRQVLGHUHG�HTXDO�RZQHUV�RI 
FRPPXQLW\�SURSHUW\� UHJDUGOHVV�RI�ZKLFK�VSRXVH�DFWX� 
DOO\� ´HDUQHGµ� LW�� � 6HSDUDWH� SURSHUW\� LV� HLWKHU� SURSHUW\ 
RZQHG� E\� D� VSRXVH� EHIRUH� PDUULDJH� RU� SURSHUW\� DF� 
TXLUHG�E\�JLIW�RU�LQKHULWDQFH���,Q�&DOLIRUQLD��FRXUWV�PXVW 
PDNH�DQ�´HTXDOµ�GLYLVLRQ�RI�SURSHUW\��ZKLOH�FRXUWV� LQ 
1HYDGD�PXVW�PDNH�DQ�´HTXLWDEOHµ�GLYLVLRQ�RI�SURSHUW\� 

2I�WKH�QRQ�FRPPXQLW\�SURSHUW\�VWDWHV��PRVW�IDOO�XQGHU 
HLWKHU� D� GXDO�SURSHUW\� VFKHPH� RU� DQ� DOO�SURSHUW\ 
VFKHPH�� �$�GXDO�SURSHUW\�VFKHPH� LV�VLPLODU�WR�D�FRP� 
PXQLW\� SURSHUW\� V\VWHP�� � $Q� DOO�SURSHUW\� VFKHPH� DO� 
ORZV�WKH�FRXUWV�WR�GLYLGH�DOO�SURSHUW\�RI�WKH�VSRXVHV�DW 
GLYRUFH�� UHJDUGOHVV� RI� LWV� VRXUFH�� �$ODVND�KDV� D�PL[HG 
VFKHPH� LQ� ZKLFK� RQO\� PDULWDO� SURSHUW\� LV� GLYLGHG� DW 
GLYRUFH�� XQOHVV� WKH� MXGJH� EHOLHYHV� WKDW� WKLV� W\SH� RI 
SURSHUW\�GLYLVLRQ�ZRXOG�EH�XQIDLU� 

7KH�QDWXUH�RI�VWDWH�ODZV�LQ�WKLV�DUHD�PDNHV�LW�GLIILFXOW�WR 
K\SRWKHVL]H� DERXW� KRZ� WKHVH� ODZV� PLJKW� LQIOXHQFH� D 
VWDWH·V�EDQNUXSWF\�UDWH���)XUWKHUPRUH��ZKLOH�PRVW�RI�WKH 
ODZV�JRYHUQ�WKH�GLVWULEXWLRQ�RI�DVVHWV�DQG�WKH�SD\PHQW 
RI�DOLPRQ\��WKH�FRXUWV�JHQHUDOO\�DUH�JLYHQ�ZLGH�ODWLWXGH 
LQ�GHFLGLQJ�ZKR�VKRXOG�EH�UHVSRQVLEOH�IRU�GHEWV���'LV� 
WULEXWLRQ� RI� WKH� GHEWV� LV� SUREDEO\� D� PRUH� VLJQLILFDQW 
IDFWRU�LQ�D�IRUPHU�VSRXVH·V�HYHQWXDO�EDQNUXSWF\���,W�DOVR 
VKRXOG�EH�QRWHG�WKDW�HYHQ�LI�D�GLYRUFH�FRXUW�UXOHV�WKDW 
RQH� VSRXVH� LV� VROHO\� UHVSRQVLEOH� IRU� D� MRLQW� GHEW�� WKDW 
UXOLQJ�GRHV�QRW�SUHYHQW�D�FUHGLWRU�IURP�VHHNLQJ�UHPHG\ 
IURP�ERWK�VSRXVHV�VKRXOG�GHIDXOW�RFFXU���7KHVH�OLPLW� 

LQJ� IDFWRUV� QRWZLWKVWDQGLQJ�� WKH� GLYRUFH� VHWWOHPHQW 
ODZV� ZHUH� UHYLHZHG� IRU� HDFK� RI� WKH� VDPSOH� VWDWHV� WR 
GHWHUPLQH�ZKHWKHU�D�SDWWHUQ�H[LVWV�EHWZHHQ�WKHVH�ODZV 
DQG�EDQNUXSWF\�UDWHV� 

7DEOH�ˇ� VKRZV� UHVXOWV�RI� WKH�DQDO\VLV�� �2QH�SDWWHUQ� LV 
WKDW�DOO�RI�WKH�KLJK�EDQNUXSWF\�VWDWHV�KDYH�FRPPXQLW\ 
SURSHUW\�RU�GXDO�SURSHUW\�V\VWHPV��H[FHSW�IRU�*HRUJLD 
DQG�0LVVLVVLSSL�� �7KH� ODZV� LQ�*HRUJLD�DQG�0LVVLVVLSSL 
FDQQRW�EH�FODVVLILHG�DFFRUGLQJ�WR�DQ\�RI�WKHVH�V\VWHPV 
�VHH� IRRWQRWH� WR� 7DEOH� ˇ��� � )RU� WKH� ORZ� EDQNUXSWF\ 
VWDWHV�LQ�WKH�VDPSOH��WKH�UHVXOWV�DUH�PL[HG���7KHVH�VWDWHV 
DUH�IDLUO\�HYHQO\�GLVWULEXWHG�EHWZHHQ�FRPPXQLW\�SURS� 
HUW\� RU� GXDO�SURSHUW\� DQG� DOO�SURSHUW\� RU� PL[HG� V\V� 
WHPV���*HQHUDOO\��QR�FRQFOXVLRQ�FDQ�EH�PDGH�DV�WR�WKH 
HIIHFW� RI� GLYRUFH� VHWWOHPHQW� ODZV� RQ� VWDWH� EDQNUXSWF\ 
UDWHV� 

&RQFOXVLRQ 

,W�LV�ZLGHO\�DJUHHG�WKDW�WKH�OHJDO�IUDPHZRUN�LQIOXHQFHV 
LQGLYLGXDO� GHFLVLRQV� WR� ILOH� SHUVRQDO� EDQNUXSWF\� DQG 
WKHUHIRUH�LQIOXHQFHV�WKH�UDWH�RI�ILOLQJV���5HFHQW�UHVHDUFK 
RQ� EDQNUXSWF\� ILOLQJV� DW� ERWK� WKH� QDWLRQDO� DQG� VWDWH 
OHYHO�KDV�VXJJHVWHG�WKDW�OHJDO�IDFWRUV�PLJKW�EH�D�IDFWRU 
LQ� WKH� LQFUHDVH� LQ� SHUVRQDO� EDQNUXSWF\�� � 7KLV� SDSHU 
H[WHQGV�WKRVH�DQDO\VHV� 

/HJDO� IDFWRUV� RSHUDWLQJ� DW� WKH� QDWLRQDO� OHYHO� WKDW� DUH 
WKRXJKW� WR� LQIOXHQFH� WKH� LQFLGHQFH� RI� SHUVRQDO 
EDQNUXSWF\� LQFOXGH� FKDQJHV� LQ� WKH� IHGHUDO�EDQNUXSWF\ 
FRGH�DQG�DQ�LQFUHDVH�LQ�ODZ\HU�DGYHUWLVLQJ�RQ�WHOHYLVLRQ� 
$�UHYLHZ�RI�WKHVH�IDFWRUV�LQGLFDWHV�WKDW�WZR�FKDQJHV�WR 
WKH� IHGHUDO�EDQNUXSWF\�FRGH� WKDW� LQFUHDVHG�H[HPSWLRQ 
OHYHOV��DQG�D�OHJDO�UXOLQJ�DOORZLQJ�WHOHYLVLRQ�DGYHUWLVLQJ 

7DEOH ˇ 

'LYRUFH 6HWWOHPHQW /DZV 'RQ¶W $SSHDU WR 'ULYH 6WDWH %DQNUXSWF\ 5DWHV 

6WDWH ([HPSWLRQ /HYHO +LJK %DQNUXSWF\ 6WDWHV /RZ %DQNUXSWF\ 6WDWHV 

&RPPXQLW\ 3URSHUW\ RU 'XDO 3URSHUW\ 
$ODEDPD 
&DOLIRUQLD 
1HYDGD 

7HQQHVVHH 

'HODZDUH 
0DLQH 

3HQQV\OYDQLD 
6RXWK &DUROLQD 

$OO 3URSHUW\ RU 0L[HG 

$ODVND 
+DZDLL 

0DVVDFKXVHWWV 
1RUWK 'DNRWD 
6RXWK 'DNRWD 

9HUPRQW 


1RWH˛ 7KH VWDWHV RI *HRUJLD DQG 0LVVLVVLSSL FDQQRW EH FODVVLILHG DFFRUGLQJ WR WKHVH VFKHPHV� ,Q *HRUJLD� FRXUWV DUH HPSRZHUHG WR GLVWULEXWH SURSHUW\ DW GLYRUFH DV D SDUW RI WKH SRZHU WR PDNH DQ 

DOLPRQ\ DZDUG� 0LVVLVVLSSL KDV QR VWDWXH� EXW FRXUWV DSSHDU WR GLVWULEXWH SURSHUW\ DFFRUGLQJ WR KRZ WLWOH LV KHOG� 

6RXUFH˛ )',& /HJDO 'LYLVLRQ 

)',&� 'LYLVLRQ RI ,QVXUDQFH ˙
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7KH ,QIOXHQFH RI /HJDO )DFWRUV 

E\�ODZ\HUV��RFFXUUHG�FRLQFLGHQW�ZLWK�D�ORQJ�WHUP�ULVH�LQ 
WKH�QDWLRQDO�EDQNUXSWF\�UDWH���+RZHYHU��LW�LV�GLIILFXOW�WR 
HVWDEOLVK�D�FDXVDO�UHODWLRQVKLS�EHWZHHQ�OHJDO�IDFWRUV�DQG 
EDQNUXSWF\�WKURXJK�8�6��DJJUHJDWH�GDWD�DORQH� 

=DQGL·V� �˝˝ˆ�� FRPSDULVRQ� RI� WKH�8�6�� DQG�&DQDGLDQ 
SHUVRQDO�EDQNUXSWF\�UDWHV�VXJJHVWV�WKDW�FKDQJHV�WR�WKH 
8�6��IHGHUDO�EDQNUXSWF\�FRGH�KDYH�FRQWULEXWHG�OLWWOH�WR 
WKH� ULVH� LQ� ILOLQJV�� �$V� LQ� WKH�8�6���&DQDGLDQ�SHUVRQDO 
EDQNUXSWFLHV� EHJDQ� WR� ULVH� TXLFNO\� LQ� �˝˝˘� DQG� KDYH 
ULVHQ�E\�QHDUO\�DV�PXFK�DV�8�6��EDQNUXSWFLHV°�KRZHYHU� 
WKHUH� KDYH� EHHQ� QR� VLJQLILFDQW� UHFHQW� FKDQJHV� WR 
&DQDGD·V�EDQNUXSWF\�ODZV� 

7KLV� SDSHU� KDV� ORRNHG� DW� VRPH� RI� WKH� VDPH� IDFWRUV 
WKURXJK� D� FRPSDULVRQ� RI� OHJDO� IUDPHZRUNV� DQG� ILOLQJ 
UDWHV� DFURVV� VWDWHV�� � 0DQ\� RI� WKH� VWDWH� OHJDO� IDFWRUV 
DSSHDU� WR� LQIOXHQFH� VWDWH� EDQNUXSWF\� UDWHV� LQ� WKH� H[� 
SHFWHG� PDQQHU°� KRZHYHU�� WKHUH� DUH� H[FHSWLRQV� WR� WKH 
H[SHFWHG� RXWFRPH� LQ� DOO� FDVHV�� � 1RQH� RI� WKH� OHJDO 
IDFWRUV�DSSHDUV�WR�EH�D�VROH��RU�HYHQ�GRPLQDWLQJ��IDFWRU 
LQ� WKH� LQFLGHQFH� RI�  SHUVRQDO� EDQNUXSWF\�  DFURVV� DOO
VWDWHV���7KHUH�ZHUH�VR�PDQ\�H[FHSWLRQV�LQ�WKH�DQDO\VLV 
RI� DVVHW� H[HPSWLRQ� OHYHOV� WKDW� WKLV� IDFWRU� GRHV� QRW 
DSSHDU�WR�H[SODLQ�WKH�LQFLGHQFH�RI�SHUVRQDO�EDQNUXSWF\ 
DW�DOO� 

+RZHYHU�� FHUWDLQ� OHJDO� IDFWRUV� GR� DSSHDU� WR� H[SODLQ 
VRPH� RI� WKH� GLIIHUHQFHV� LQ� EDQNUXSWF\� UDWHV� DFURVV 
VWDWHV��SDUWLFXODUO\�WKH�ODZV�UHODWLQJ�WR�OHQGHU�UHPHGLHV� 
7KH�ODZV�WKDW�GHOLQHDWH�WKH�DPRXQW�RI�ZDJHV�RU�GLVSRV� 
DEOH�HDUQLQJV�H[HPSW�IURP�ZDJH�JDUQLVKPHQW�KDG� WKH 
IHZHVW�QXPEHU�RI�H[FHSWLRQV�LQ�WKLV�DQDO\VLV� 

3HUKDSV� WKH� FRQFOXVLRQV� RI� WKLV� DQDO\VLV� FDQ� EH� LOOXV� 
WUDWHG�PRVW�FOHDUO\�E\�FLWLQJ�WKH�H[DPSOHV�RI�7HQQHVVHH� 
*HRUJLD��DQG�6RXWK�&DUROLQD�� �7HQQHVVHH�DQG�*HRUJLD 
FRQVLVWHQWO\�KDYH�WKH�WRS�WZR�KLJKHVW�EDQNUXSWF\�UDWHV 
LQ� WKH� FRXQW\��EXW� WKHLU�QHLJKERULQJ� VWDWH�� 6RXWK�&DU� 
ROLQD�� FRQVLVWHQWO\� KDV� RQH� RI� WKH� ORZHVW� UDWHV� LQ� WKH 
FRXQWU\���%RWK�7HQQHVVHH�DQG�*HRUJLD�DOORZ�D�FRQWLQX� 
RXV�ZDJH�JDUQLVKPHQW�SURFHVV�DQG�DOORZ��˘�SHUFHQW�RI 
D� GHEWRU·V� ZDJHV� RU� GLVSRVDEOH� HDUQLQJV� WR� EH� JDU� 
QLVKHG���7KHUH�DOVR�LV�D�QRQMXGLFLDO�IRUHFORVXUH�SURFHVV 
LQ� ERWK� VWDWHV�� � +RZHYHU�� 6RXWK� &DUROLQD� GRHV� QRW 
DOORZ� DQ\� W\SH� RI� ZDJH� JDUQLVKPHQW� H[FHSW� IRU� FKLOG 
VXSSRUW� DQG� GRHV� QRW� KDYH� D� QRQMXGLFLDO� IRUHFORVXUH 
SURFHVV�� � /HQGHUV� DUH� DEOH� WR� H[HUW� D� FRQVLGHUDEOH 
DPRXQW� RI� SUHVVXUH� RQ� GHOLQTXHQW� ERUURZHUV� LQ� ERWK 
7HQQHVVHH�DQG�*HRUJLD��EXW�LQ�6RXWK�&DUROLQD��WKH�ODZV 

IDYRU� WKH�GHEWRUV�� �7KHVH�GLVFUHSDQFLHV�PD\�JR� IDU� LQ 
H[SODLQLQJ� ZK\� GHEWRUV� DUH� PRUH� OLNHO\� WR� VHHN 
EDQNUXSWF\�SURWHFWLRQ�LQ�7HQQHVVHH�DQG�*HRUJLD�WKDQ 
LQ�6RXWK�&DUROLQD� 

(QGQRWHV

‹ 
7KH DXWKRU DFNQRZOHGJHV WKH YDOXDEOH FRQWULEXWLRQ RI -HULO\Q 

5RJLQ� 6HQLRU $WWRUQH\� )',& /HJDO 'LYLVLRQ� ZKR SURYLGHG D 

ZULWWHQ KLVWRU\ DQG WKHRU\ RI FRQVXPHU EDQNUXSWF\ ODZV XVHG LQ 

WKLV DQDO\VLV� 
� 
7KH %DQNUXSWF\ $PHQGPHQWV DQG )HGHUDO -XGJHVKLS $FW RI ‹˝˙� 

FRQWDLQHG VHYHUDO SURYLVLRQV FRQFHUQLQJ FRQVXPHU GHEWV IRU ZKLFK 

WKH FRQVXPHU FUHGLW LQGXVWU\ OREELHG� 2YHUDOO� WKHVH DPHQGPHQWV 

WLJKWHQHG WKH UHLQV RQ FRQVXPHU GHEWRUV° WKH\ ZHUH &RQJUHVV·V 

UHDFWLRQ WR WKH LQGXVWU\·V DOOHJDWLRQV WKDW LQGLYLGXDO FRQVXPHU 

GHEWRUV ZHUH DEXVLQJ WKH EDQNUXSWF\ ODZV� 7KHVH DPHQGPHQWV 

ZRXOG QRW PDNH EDQNUXSWF\ PRUH DWWUDFWLYH WR D GHEWRU� 

,Q ‹˝˙ˇ� WKH %DQNUXSWF\ &RGH ZDV DPHQGHG DJDLQ E\ WKH 

%DQNUXSWF\ -XGJHV� 8QLWHG 6WDWHV 7UXVWHHV� DQG )DPLO\ )DUPHU 

%DQNUXSWF\ $FW RI ‹˝˙ˇ� $W WKH XUJLQJ RI WKH FRQVXPHU FUHGLW 

LQGXVWU\� WKH 8QLWHG 6WDWHV 7UXVWHH ZDV DGGHG DV D SHUVRQ ZKR 

FRXOG PRYH IRU GLVPLVVDO RI D &KDSWHU ˆ FDVH IRU VXEVWDQWLDO DEXVH 

XQGHU VHFWLRQ ˆ�ˆ�E� RI WKH &RGH� 7KLV FKDQJH WR WKH EDQNUXSWF\ 

FRGH ZRXOG QRW QHFHVVDULO\ PDNH EDQNUXSWF\ D PRUH DWWUDFWLYH 

RSWLRQ WR WKH GHEWRU� 

,Q ‹˝˝�� &RQJUHVV HQDFWHG WKH 7D[SD\HU 5HFRYHU\ $FW DV SDUW RI 

WKH &RPSUHKHQVLYH &ULPH &RQWURO $FW� 7KLV ODZ FRQWDLQHG D 

QXPEHU RI DPHQGPHQWV WR WKH &RGH LQWHQGHG WR SUHYHQW SHUVRQV 

ZKR FRPPLWWHG IUDXG XSRQ ILQDQFLDO LQVWLWXWLRQV IURP XVLQJ WKH 

&RGH WR HVFDSH WKHLU OLDELOLW\ WR EDQNLQJ DJHQFLHV� 7ZR RWKHU ODZV 

ZHUH SDVVHG WKDW \HDU WKDW SODFHG IXUWKHU OLPLWDWLRQV RQ GHEWV 

HOLJLEOH IRU GLVFKDUJH� LQFOXGLQJ VWXGHQW ORDQV� FULPLQDO UHVWLWXWLRQ 

REOLJDWLRQV� DQG GHDWK RU SHUVRQDO LQMXU\ GHEW� 7KHVH ODZV DOVR DUH 

OHVV IDYRUDEOH WR WKH GHEWRU DQG ZRXOG QRW PDNH EDQNUXSWF\ PRUH 

DWWUDFWLYH� 
� 
,I WKH ‹˝˝� $FW LQWHQGHG WR HQFRXUDJH WKH XVH RI &KDSWHU ‹� RYHU 

&KDSWHU ˆ� LW KDV QRW \HW DFKLHYHG LWV LQWHQGHG UHVXOW� :KLOH WKH 

RYHUDOO QXPEHU RI EDQNUXSWF\ ILOLQJV KDV ULVHQ� WKH SURSRUWLRQ RI 

EDQNUXSWF\ ILOLQJV LV DSSUR[LPDWHO\ ˆ� SHUFHQW IRU &KDSWHU ˆ DQG 

�� SHUFHQW IRU &KDSWHU ‹�� ZKLFK LV WKH VDPH DSSUR[LPDWH PL[ WKDW 

KDV H[LVWHG RYHU WKH SDVW WZR GHFDGHV� 
� 
7KH DXWKRU DFNQRZOHGJHV WKH YDOXDEOH FRQWULEXWLRQ RI 7KRPDV 

%ROW� &RXQVHO� )',& /HJDO 'LYLVLRQ� ZKR SURYLGHG D ZULWWHQ 

VXPPDU\ RI VWDWH ODZV XVHG LQ WKLV DQDO\VLV� 
˘ 
*DUQLVKPHQW ODZV GLIIHU DPRQJ WKH VWDWHV LQ WKH SURSHUW\ VXEMHFW 

WR JDUQLVKPHQW DQG WKH SURSHUW\ H[HPSW IURP JDUQLVKPHQW� (DFK 

VWDWH KDV D VOLJKWO\ GLIIHUHQW ODZ LQ WKLV UHJDUG� 7KLV DQDO\VLV 

IRFXVHV RQ RQO\ WKH ZDJHV RU GLVSRVDEOH HDUQLQJV WKDW FDQ EH 

JDUQLVKHG� EHFDXVH LW ZDV WKRXJKW WKDW GLIIHUHQFHV LQ RWKHU DUHDV RI 

JDUQLVKPHQW ODZ ZRXOG PRVW OLNHO\ QRW EH VXFK VWURQJ GULYHUV LQ 

DJJUHJDWH OHYHOV RI EDQNUXSWF\ ILOLQJV� 
ˇ 
7R GHWHUPLQH ZKHWKHU VWDWH H[HPSWLRQV ZHUH KLJKHU RU ORZHU 

WKDQ IHGHUDO H[HPSWLRQV� HPSKDVLV ZDV SODFHG RQ WKH VWDWH·V OHYHO 

RI KRPHVWHDG H[HPSWLRQV� ,W ZDV DVVXPHG WKDW IRU D GHEWRU 

ZDQWLQJ WR SURWHFW DVVHWV� LQ WKH PDMRULW\ RI FDVHV D KRPHVWHDG 

ZRXOG EH WKH PRVW YDOXDEOH DVVHW WKH GHEWRU ZRXOG WU\ WR SURWHFW� 

'LDQH (OOLV˝



%DQN 7UHQGV

5HIHUHQFHV 

$OEHUW� 7� ‹˝˝ˆ� +RZ EDQNUXSWF\ ILQGV IHUWLOH JURXQG° ZDJH 

JDUQLVKPHQW ODZV D NH\ IDFWRU� 86$ 7RGD\� -XQH ‹�� 

%LVKRS� 3� &� ‹˝˝˙� 7KH LQIOXHQFH RI FRQVXPHU GHEW EXUGHQ RQ 

FRPPHUFLDO EDQN ORDQ FKDUJH�RIIV DQG QRQEXVLQHVV EDQNUXSW� 

FLHV� %DQN 7UHQGV 1XPEHU ˝˙��‹� )HGHUDO 'HSRVLW ,QVXUDQFH 

&RUSRUDWLRQ� 'LYLVLRQ RI ,QVXUDQFH� 

%URZQ� 5� $� ‹˝˝˙� 7LPH VHULHV DQDO\VLV RI SHUVRQDO EDQNUXSWF\ 

UDWHV DW WKH VWDWH DQG 8�6� OHYHO� ‹˝ˆ��‹˝˝ˇ� %DQN 7UHQGV 

1XPEHU ˝˙���� )HGHUDO 'HSRVLW ,QVXUDQFH &RUSRUDWLRQ� 

'LYLVLRQ RI ,QVXUDQFH� 

*URSS� 5�� 6FKRO]� -� .�� DQG :KLWH� 0� -� ‹˝˝ˆ� 3HUVRQDO 

EDQNUXSWF\ DQG FUHGLW VXSSO\ DQG GHPDQG� 4XDUWHUO\ -RXUQDO RI 

(FRQRPLFV ‹‹� �‹�� 

6KLHUV� $OGHQ )�� DQG :LOOLDPVRQ� 'DQLHO 3� ‹˝˙ˆ� 1RQEXVLQHVV 

EDQNUXSWFLHV DQG WKH ODZ˛ 6RPH HPSLULFDO UHVXOWV� 7KH -RXUQDO 

RI &RQVXPHU $IIDLUV �‹ ���� 

605 5HVHDUFK &RUSRUDWLRQ� ‹˝˝ˆ� 7KH 3HUVRQDO %DQNUXSWF\ &ULVLV� 

‹˝˝ˆ� +DFNHWWVWRZQ� 1-˛ 605 5HVHDUFK &RUSRUDWLRQ� 

=DQGL� 0� 0� ‹˝˝ˆ� (DV\ FUHGLW� SURIOLJDWH ERUURZLQJ� WRXJK 

OHVVRQV� 5HJLRQDO )LQDQFLDO 5HYLHZ� -DQXDU\ 

$ERXW�WKH�$XWKRU 

'LDQH�(OOLV�LV�D�6HQLRU�)LQDQFLDO�$QDO\VW�LQ�WKH�(FRQRPLF�$QDO\VLV�6HFWLRQ�RI�WKH�'LYLVLRQ�RI 
,QVXUDQFH� 

$ERXW�WKH�'LYLVLRQ�RI�,QVXUDQFH 

7KH�'LYLVLRQ�RI�,QVXUDQFH� �'2, ��ZDV�FUHDWHG�LQ��˝˝˘�WR�LGHQWLI\��DQDO\]H��DQG�UHSRUW�RQ�H[LVWLQJ�DQG�HPHUJLQJ 

ULVNV�WR�WKH�EDQNLQJ�LQGXVWU\�DQG�GHSRVLW�LQVXUDQFH�IXQGV���$UWKXU�-��0XUWRQ�LV�'LUHFWRU�RI�'2,� 

$ERXW�%DQN�7UHQGV 

%DQN�7UHQGV�LV�D�VHULHV�RI�RFFDVLRQDO�SDSHUV�SXEOLVKHG�E\�WKH�'LYLVLRQ�RI�,QVXUDQFH���7KH�SDSHUV�DUH�VXPPDULHV 

RI� FXUUHQW� LVVXHV� LQ� EDQNLQJ�� HFRQRPLFV�� DQG� ILQDQFH� DV� WKH\� UHODWH� WR� H[SRVXUHV� WR� WKH� EDQNLQJ� V\VWHP� DQG 

GHSRVLW� LQVXUDQFH� IXQGV�� �7KHVH� DQDO\VHV� DUH� DYDLODEOH� IUHH� RI� FKDUJH� RQ� WKH� )',&¶V�ZRUOG�ZLGH�ZHEVLWH� DW 

ZZZ�IGLF�JRY���&RSLHV�DOVR�FDQ�EH�REWDLQHG�IUHH�RI�FKDUJH�E\�ZULWLQJ�WR�%DQN�7UHQGV��$QDO\VLV�%UDQFK��5RRP 

������'LYLVLRQ�RI�,QVXUDQFH��)',&��˘˘���ˆWK�6W��1:��:DVKLQJWRQ��'�&�������˝� 

2WKHU�'2,�3URGXFWV 

5HJLRQDO�2XWORRN�LV�SXEOLVKHG�TXDUWHUO\�E\�HDFK�RI�WKH�)',&¶V�HLJKW�UHJLRQV�DQG�H[SORUHV�SRWHQWLDO�ULVNV�DQG 

WUHQGV�DIIHFWLQJ�LQVXUHG�GHSRVLWRU\�LQVWLWXWLRQV�IURP�D�UHJLRQDO�DQG�QDWLRQDO�SHUVSHFWLYH���7KHVH�SXEOLFDWLRQV�DQG 

RWKHU�SURGXFWV�DUH�DYDLODEOH�RQ�WKH�)',&¶V�ZRUOG�ZLGH�ZHEVLWH�DW�ZZZ�IGLF�JRY� 

'LVFODLPHU 

7KH�YLHZV�H[SUHVVHG�LQ�WKLV�DUWLFOH�DUH�WKRVH�RI�WKH�DXWKRU�V��DQG�GR�QRW�QHFHVVDULO\�UHIOHFW�WKH�RIILFLDO�SRVLWLRQ 

RI�WKH�'LYLVLRQ�RI�,QVXUDQFH�RU�WKH�)HGHUDO�'HSRVLW�,QVXUDQFH�&RUSRUDWLRQ� 

)',&� 'LYLVLRQ RI ,QVXUDQFH ‹�


