
Yale University Yale University 

EliScholar – A Digital Platform for Scholarly Publishing at Yale EliScholar – A Digital Platform for Scholarly Publishing at Yale 

YPFS Documents (Series 1) Browse by Media Type 

2-10-2016 

The ECB and its role as lender of last resort during the crisis The ECB and its role as lender of last resort during the crisis 

Peter Praet 

Follow this and additional works at: https://elischolar.library.yale.edu/ypfs-documents 

Recommended Citation Recommended Citation 
Praet, Peter, "The ECB and its role as lender of last resort during the crisis" (2016). YPFS Documents 
(Series 1). 14249. 
https://elischolar.library.yale.edu/ypfs-documents/14249 

This Document is brought to you for free and open access by the Browse by Media Type at EliScholar – A Digital 
Platform for Scholarly Publishing at Yale. It has been accepted for inclusion in YPFS Documents (Series 1) by an 
authorized administrator of EliScholar – A Digital Platform for Scholarly Publishing at Yale. For more information, 
please contact elischolar@yale.edu. 

https://elischolar.library.yale.edu/
https://elischolar.library.yale.edu/ypfs-documents
https://elischolar.library.yale.edu/ypfs-media
https://elischolar.library.yale.edu/ypfs-documents?utm_source=elischolar.library.yale.edu%2Fypfs-documents%2F14249&utm_medium=PDF&utm_campaign=PDFCoverPages
https://elischolar.library.yale.edu/ypfs-documents/14249?utm_source=elischolar.library.yale.edu%2Fypfs-documents%2F14249&utm_medium=PDF&utm_campaign=PDFCoverPages
mailto:elischolar@yale.edu


��������������$0 7KH�(&%�DQG�LWV�UROH�DV�OHQGHU�RI�ODVW�UHVRUW�GXULQJ�WKH�FULVLV

KWWSV���ZZZ�HFE�HXURSD�HX�SUHVV�NH\�GDWH������KWPO�VS�������HQ�KWPO ���

7KH�(&%�DQG�LWV�UROH�DV�OHQGHU�RI�ODVW�UHVRUW�GXULQJ�WKH
FULVLV
6SHHFK�E\�3HWHU�3UDHW��0HPEHU�RI�WKH�([HFXWLYH�%RDUG�RI�WKH�(&%��DW�WKH�&RPPLWWHH�RQ�&DSLWDO�0DUNHWV
5HJXODWLRQ�FRQIHUHQFH�RQ�7KH�OHQGHU�RI�ODVW�UHVRUW�±�DQ�LQWHUQDWLRQDO�SHUVSHFWLYH��:DVKLQJWRQ�'&����
)HEUXDU\�����

,QWURGXFWLRQ�> @
/DGLHV�DQG�JHQWOHPHQ�

6LQFH�WHQVLRQV�HPHUJHG�LQ�WKH�LQWHUEDQN�PDUNHW�LQ�$XJXVW�������FHQWUDO�EDQNV�KDYH�EHHQ�DW�WKH�IRUHIURQW�±�DQG�FHQWUH�±�RI�WKH�UHVSRQVH�WR�WKH�ILQDQFLDO
FULVLV��6XFK�SURPLQHQFH�LV�GLUHFWO\�OLQNHG�WR�WKHLU�DELOLW\�WR�FUHDWH�OLTXLGLW\�IRU�WKH�HQWLUH�ILQDQFLDO�V\VWHP�DV�ZHOO�DV�VROYHQW�LQGLYLGXDO�EDQNV�H[SHULHQFLQJ
IXQGLQJ�GLIILFXOWLHV�DQG�WR�D�FHQWUDO�EDQN¶V�IXQFWLRQ�DV�OHQGHU�RI�ODVW�UHVRUW��/2/5���7KLV�GLVWLQFWLYH�UROH�ZDV�ILUVW�LGHQWLILHG�PRUH�WKDQ�WZR�FHQWXULHV�DJR�E\
+HQU\�7KRUQWRQ��������DQG�HODERUDWHG�RQ����\HDUV�ODWHU�E\�:DOWHU�%DJHKRW���������$FFRUGLQJ�WR�WKHLU�GLFWXP��FHQWUDO�EDQNV�VKRXOG�OHQG�IUHHO\�WR�VROYHQW�EXW
LOOLTXLG�ILUPV�DJDLQVW�JRRG�FROODWHUDO��DW�D�KLJK�UDWH�RI�LQWHUHVW��7XFNHU���������:KLOH�PXFK�KDV�FKDQJHG�LQ�WKH�LQWHUYHQLQJ�SHULRG��WKHVH�RYHUDUFKLQJ�SULQFLSOHV
KDYH�LQIOXHQFHG�FHQWUDO�EDQNV�HYHU�VLQFH�
,Q�UHVSRQGLQJ�WR�WKH�ZRUVW�ILQDQFLDO�FULVLV�LQ�D�FHQWXU\��WKH�(XURSHDQ�&HQWUDO�%DQN�IDFHG�WZR�FKDOOHQJHV�ZKLFK�ZH�WULHG�WR�DGGUHVV�ZLWK�WZR�GLIIHUHQW
DSSURDFKHV�WR�RXU�/2/5�IXQFWLRQ��)LUVW��ZH�KDG�WR�GHDO�ZLWK�D�V\VWHP�ZLGH�OLTXLGLW\�VKRFN�RI�XQSUHFHGHQWHG�PDJQLWXGH�ZKLFK��LI�OHIW�XQDWWHQGHG��ZRXOG�KDYH
GHYHORSHG�LQWR�D�OLTXLGLW\�FUXQFK�DQG��ODWHU��D�GLVRUGHUO\�FRQWUDFWLRQ�RI�WKH�VWRFN�RI�EURDG�PRQH\�DQG�QRPLQDO�LQFRPH��:H�DGGUHVVHG�WKLV�IRUPLGDEOH�VWUHVV
E\�UHVRUWLQJ�WR�ZKDW�,�ZLOO�WHUP�WKH�³PRQHWDU\�DSSURDFK´�WR�/2/5��,Q�WKLV�ZD\��ZH�VRXJKW�WR�GHWHU�D�FRQWUDFWLRQ�LQ�WKH�VWRFN�RI�EDQN�FUHDWHG�PRQH\�DQG�WR
FRPSHQVDWH�IRU�D�GHFOLQH�LQ�LWV�YHORFLW\�RI�FLUFXODWLRQ��ZKLFK�FRXOG�RWKHUZLVH�KDYH�SURYRNHG�D�PRUH�VHYHUH�IDOO�LQ�VSHQGLQJ��HPSOR\PHQW�DQG�SULFHV�WKDQ
ZKDW�ZDV�REVHUYHG�LQ�UHDOLW\�
6HFRQG��DQG�LQ�SDUDOOHO��ZH�NHSW�LQWHUYHQLQJ�LQ�VXSSRUW�RI�SDUWLFXODUO\�DFXWH�LGLRV\QFUDWLF�OLTXLGLW\�VWUDLQV�IDFHG�E\�LQGLYLGXDO�VROYHQW�FUHGLW�LQVWLWXWLRQV��RU
JURXSV�WKHUHRI��XQGHU�WKH�³FUHGLW�DSSURDFK´�WR�/2/5��ZKLFK�LV�HPEHGGHG�LQ�WKH�(XURV\VWHP¶V�HPHUJHQF\�OLTXLGLW\�DVVLVWDQFH��(/$��±�D�UHVSRQVLELOLW\�RI�WKH
QDWLRQDO�FHQWUDO�EDQNV�
,Q�P\�UHPDUNV�WRGD\��,�ZRXOG�OLNH�WR�SURYLGH�D�EULHI�RYHUYLHZ�RI�WKH�(&%¶V�VWDQGDUG�OLTXLGLW\�SURYLVLRQ�IUDPHZRUN�EHIRUH�GLVFXVVLQJ�RXU�SROLF\�UHVSRQVH�WR�WKH
FULVLV�DQG�WKH�UDWLRQDOH�EHKLQG�RXU�GHFLVLRQV�

0RQHWDU\�SROLF\�RSHUDWLRQV�DQG�WKH�OHQGHU�RI�ODVW�UHVRUW�IXQFWLRQ�LQ�WKH�SUH�FULVLV�\HDUV
,Q�WKH�HXUR�DUHD��WKH�YDVW�PDMRULW\�RI�ILUPV�DQG�KRXVHKROGV�PHHW�WKHLU�ILQDQFLQJ�QHHGV�YLD�GLUHFW�EDQN�LQWHUPHGLDWLRQ��UHIOHFWLQJ�WKH�IDFW�WKDW�PDUNHW�ILQDQFLQJ
DQG�VHFXULWLVDWLRQ�DUH�OHVV�GHYHORSHG�WKDQ�LQ�RWKHU�PDMRU�MXULVGLFWLRQV��$V�D�UHVXOW��WKH�HXUR�DUHD�EDQNLQJ�V\VWHP�OLHV�DW�WKH�KHDUW�RI�WKH�FRQGXFW�RI�RXU
PRQHWDU\�SROLF\��,Q�WKH�SUH�FULVLV�SHULRG�WKH�(&%¶V�FRQGXFW�RI�PRQHWDU\�SROLF\�ZDV�IRXQGHG�RQ�WHPSRUDU\�FUHGLW�RSHUDWLRQV�LQ�WKH�IRUP�RI�UHSXUFKDVH
DJUHHPHQWV��RU�UHSRV��ZLWK�RYHU�������HOLJLEOH�PRQHWDU\�ILQDQFLDO�LQVWLWXWLRQV��0),V��
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:KHQ�LPSOHPHQWLQJ�PRQHWDU\�SROLF\�YLD�UHSRV��WKH�(&%¶V�*RYHUQLQJ�&RXQFLO�GHFLGHV�RQ�WZR�SDUDPHWHUV��)LUVW��WKH�GHVLUHG�GHJUHH�RI�PRQHWDU\�VWLPXOXV��DV
UHIOHFWHG�LQ�WKH�VKRUW�WHUP�LQWHUHVW�UDWH�WKDW�LV�FKDUJHG�XQGHU�WKH�PDLQ�UHILQDQFLQJ�RSHUDWLRQV��052V��DQG��VHFRQG��WKH�H[SHFWHG�DJJUHJDWH�GHPDQG�IRU
OLTXLGLW\�LQ�WKH�PDUNHW��%\�FDOLEUDWLQJ�WKH�DPRXQW�RI�OLTXLGLW\�WR�EH�DXFWLRQHG�LQ�WKH�052V�VR�WKDW�LW�ZDV�MXVW�HQRXJK�WR�PHHW�WKH�V\VWHP¶V�H[SHFWHG�GHPDQG
IRU�FDVK�EDODQFHV�DW�WKH�LQWHQGHG�PDLQ�UHILQDQFLQJ�UDWH��052�UDWH���WKH�(&%�FRXOG�VWHHU�WKH�PDUNHW�UDWH�IRU�RYHUQLJKW�OLTXLGLW\�FORVH�WR�WKH�052�UDWH�GXULQJ
WKH�SUH�FULVLV�SHULRG��,QGHHG��LQ�WKDW�HUD��RXU�SULPH�RYHUQLJKW�PDUNHW�UDWH��WKH�HXUR�RYHUQLJKW�LQGH[�DYHUDJH��(21,$���ZDV�IOXFWXDWLQJ�FORVHO\�DURXQG�WKH
052�UDWH�
7KH�052�LV�FRPSOHPHQWHG�E\�WKH�WZR�VWDQGLQJ�IDFLOLWLHV�ZKLFK�IRUP�WKH�PRQHWDU\�SROLF\�FRUULGRU��7KH�FRUULGRU¶V�IORRU�LV�WKH�GHSRVLW�IDFLOLW\��ZKHUH�EDQNV�FDQ
SODFH�RYHUQLJKW�WKHLU�UHVHUYHV�LQ�H[FHVV�RI�UHVHUYH�UHTXLUHPHQWV�DQG�RWKHU�OLTXLGLW\�QHHGV�DQG�HDUQ�LQWHUHVW�DW�D��SUH�VHW��UDWH�ORZHU�WKDQ�WKH�052�UDWH��7KH
FRUULGRU¶V�FHLOLQJ�LV�WKH�PDUJLQDO�OHQGLQJ�IDFLOLW\��ZKHUH�EDQNV�FDQ�UHFHLYH�RYHUQLJKW�OLTXLGLW\�DW�DQ�LQWHUHVW�UDWH��DOVR�SUH�VHW��DERYH�WKH�052�UDWH��7KLV
PDUJLQDO�OHQGLQJ�IDFLOLW\�KDV�D�GXDO�IXQFWLRQ��LW�DFWV�DV�D�³EXLOW�LQ´�OHQGHU�RI�ODVW�UHVRUW�IRU�VKRUWIDOOV�LQ�RYHUQLJKW�OLTXLGLW\��%XW��DW�WKH�VDPH�WLPH��LWV�UROH�LQ�WKH
RYHUDOO�SROLF\�IUDPHZRUN�LV�EURDGHU��DV�LW�VHUYHV�DV�WKH�EDFNVWRS�IRU�IOXFWXDWLRQV�LQ�RYHUQLJKW�PRQH\�PDUNHW�FRQGLWLRQV��,W�LV�EHFDXVH�RI�WKLV�ODWWHU�IXQFWLRQ�LQ
WKH�VHWWLQJV�RI�WKH�VWDQFH�WKDW�WKH�UHVSRQVLELOLW\�IRU�PDUJLQDO�OHQGLQJ�LV�VKDUHG��DV�D�(XURV\VWHP�IDFLOLW\��DPRQJ�DOO�QDWLRQDO�FHQWUDO�EDQNV��1&%V��RI�WKH�HXUR
DUHD�DQG�WKH�(&%�
(XUR�DUHD�FUHGLW�LQVWLWXWLRQV�FDQ�UHFHLYH�FHQWUDO�EDQN�FUHGLW�QRW�RQO\�WKURXJK�(XURV\VWHP�PRQHWDU\�SROLF\�RSHUDWLRQV�EXW��H[FHSWLRQDOO\��DOVR�WKURXJK�(/$�
&DVHV�LQ�SRLQW�DUH�EDQNV�ZKLFK�KDYH�UXQ�RXW�RI�FROODWHUDO�FRQVLGHUHG�DV�HOLJLEOH�XQGHU�RXU�PRQHWDU\�SROLF\�IUDPHZRUN�RU�ZKRVH�FRXQWHUSDUW\�VWDWXV�KDV
EHHQ�VXVSHQGHG�RQ�WKH�JURXQGV�RI�SUXGHQFH��7HFKQLFDOO\��HPHUJHQF\�OLTXLGLW\�DVVLVWDQFH�LV�DFWLYDWHG�ZKHQ�D�(XURV\VWHP�QDWLRQDO�FHQWUDO�EDQN�SURYLGHV
FHQWUDO�EDQN�PRQH\�DQG�RU�DQ\�RWKHU�DVVLVWDQFH�WKDW�PD\�OHDG�WR�DQ�LQFUHDVH�LQ�FHQWUDO�EDQN�PRQH\�WR�D�ILQDQFLDO�LQVWLWXWLRQ�RU�D�JURXS�RI�ILQDQFLDO
LQVWLWXWLRQV�RXWVLGH�PRQHWDU\�SROLF\�RSHUDWLRQV��8QOLNH�WKH�PDUJLQDO�OHQGLQJ�IDFLOLW\��OLTXLGLW\�SURYLVLRQ�YLD�(/$�LV�DW�WKH�GLVFUHWLRQ�RI�WKH�SURYLGLQJ�1&%�DQG
WKLV�LV�ZK\�,�UHIHU�WR�(/$�DV�HPEHGGLQJ�WKH�FUHGLW�DSSURDFK�WR�/2/5��7KH�PDLQ�UHVSRQVLELOLW\�IRU�WKH�SURYLVLRQ�RI�(/$�OLHV�DW�WKH�QDWLRQDO�OHYHO��L�H��ZLWK�WKH
1&%V�FRQFHUQHG��7KLV�PHDQV�WKDW�DQ\�FRVWV�DQG�ULVNV�DULVLQJ�IURP�WKH�SURYLVLRQ�RI�(/$�DUH�LQFXUUHG�E\�WKH�UHOHYDQW�1&%V��1HYHUWKHOHVV��LQ�RUGHU�WR�HQVXUH
WKDW�(/$�RSHUDWLRQV�GR�QRW�LQWHUIHUH�ZLWK�WKH�VLQJOH�PRQHWDU\�SROLF\��WKH�(&%¶V�*RYHUQLQJ�&RXQFLO�PD\�REMHFW�WR�RU�UHVWULFW�WKH�SURYLVLRQ�RI�(/$��LQ�OLQH�ZLWK
WKH�6WDWXWH�RI�WKH�(XURSHDQ�6\VWHP�RI�&HQWUDO�%DQNV�DQG�RI�WKH�(XURSHDQ�&HQWUDO�%DQN�DQG�WKH�1&%�FRQFHUQHG�DQG�WKH�LQVWLWXWLRQV�UHFHLYLQJ�(/$�DUH
VXEMHFW�WR�D�VSHFLDO�LQIRUPDWLRQ�VKDULQJ�IUDPHZRUN�
)XUWKHUPRUH��(/$�SURYLVLRQ�LV�PRQLWRUHG�IRU�FRPSOLDQFH�ZLWK�WKH�SURKLELWLRQ�RQ�PRQHWDU\�ILQDQFLQJ�ZKLFK�DSSOLHV�WR�WKH�(XURV\VWHP�±�DQG��LQ�IDFW��WR�DOO�WKH
FHQWUDO�EDQNV�RI�(8�0HPEHU�6WDWHV�±�DQG�LV�ODLG�GRZQ�LQ�WKH�7UHDW\��0RUH�VSHFLILFDOO\��WKH�7UHDW\�VWLSXODWLRQV�SHUWDLQLQJ�WR�WKH�SURKLELWLRQ�RI�PRQHWDU\
ILQDQFLQJ�EDQ�DQ\�(/$�WUDQVDFWLRQV�DNLQ�WR�DQ�RYHUGUDIW�IDFLOLW\�RU�DQ\�RWKHU�W\SH�RI�FUHGLW�IDFLOLW\�IRU�D�0HPEHU�6WDWH��DQG�DQ\�ILQDQFLQJ�RI�WKH�SXEOLF�VHFWRU¶V
REOLJDWLRQV�YLV�j�YLV�WKLUG�SDUWLHV��RU�DQ\�FDVHV�LQ�ZKLFK��WKURXJK�(/$��WKH�FHQWUDO�EDQN�GH�IDFWR�WDNHV�RYHU�D�VWDWH�WDVN��0RUHRYHU��(/$�SURYLVLRQ�LV
SURKLELWHG�IRU�LQVROYHQW�LQVWLWXWLRQV�DQG�LQVWLWXWLRQV�IRU�ZKLFK�LQVROYHQF\�SURFHHGLQJV�KDYH�EHHQ�LQLWLDWHG�DFFRUGLQJ�WR�QDWLRQDO�ODZV�

,Q�WKH�FRQWH[W�RI�WKLV�LQVWLWXWLRQDO�VHW�XS�ZLWK�PDQ\�VDIHJXDUGV��WKH�SURYLVLRQ�RI�(/$�KDV�D�EURDGHU�VFRSH�WKDQ�PRQHWDU\�SROLF\�RSHUDWLRQV��)LUVW��(/$�LV�QRW
OLPLWHG�WR�PRQHWDU\�SROLF\�FRXQWHUSDUWLHV��EXW�LV�DYDLODEOH�WR�D�EURDGHU�VHW�RI�FUHGLW�LQVWLWXWLRQV��SURYLGHG�WKH\�DUH�VROYHQW��7KH�ZLGHU�IRFXV�WDNHV�LQWR�DFFRXQW
WKH�IDFW�WKDW�ILQDQFLDO�LQVWLWXWLRQV�RXWVLGH�WKH�QDUURZ�UHDOP�RI�RXU�HOLJLEOH�FRXQWHUSDUWLHV�FDQ�UXQ�LQWR�WHPSRUDU\�OLTXLGLW\�VKRUWDJHV�WKDW�FRXOG�FKDOOHQJH
ILQDQFLDO�VWDELOLW\��6HFRQG��WKH�VHW�RI�DVVHWV�DFFHSWHG�DV�FROODWHUDO�IRU�(/$�SXUSRVHV�LV�ZLGHU�WKDQ�WKH�RQH�UHTXLUHG�IRU�(XURV\VWHP�PRQHWDU\�SROLF\
RSHUDWLRQV��7KHUHIRUH��WKH�FRVW�RI�OLTXLGLW\�GUDZQ�XQGHU�(/$�LV�DOVR�KLJKHU�WKDQ�WKH�PDUJLQDO�OHQGLQJ�UDWH�
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7KH�ILUVW�DQG�VHFRQG�SKDVHV�RI�WKH�FULVLV��V\VWHP�ZLGH�OLTXLGLW\�VWUDLQV
7KH�ILUVW�DQG�HDUO\�SKDVH�ZDV�WKH�LPPHGLDWH�SRVW�/HKPDQ�%URWKHUV�OLTXLGLW\�FULVLV��1RW�XQOLNH�LQ�RWKHU�DGYDQFHG�HFRQRPLHV��WKH�ILQDQFLDO�WUDXPD�WKDW
IROORZHG�WKH�GHPLVH�RI�RQH�RI�WKH�ODUJHVW�JOREDO�LQYHVWPHQW�EDQNV�FUHDWHG�DQ[LHW\�DERXW�WKH�PDJQLWXGH�RI�(XURSHDQ�EDQNV¶�H[SRVXUH�WR�VXESULPH�SURGXFWV
RI�XQFHUWDLQ�TXDOLW\��7KLV�SURPSWHG�D�VXGGHQ�VWRS�LQ�WKH�DYDLODELOLW\�RI�PRQH\�PDUNHW�IXQGLQJ�IRU�PDQ\�FUHGLW�LQVWLWXWLRQV�LQ�WKH�HXUR�DUHD�DQG�D�V\VWHPLF�UXVK
WR�FDVK��$V�LQWHUEDQN�PDUNHWV�VHL]HG�XS��WKH�VWUDLQV�ZHUH�GLIIXVHG�ZLWK�YLUWXDOO\�QR�UHJLRQ�RU�VHFWRU�EHLQJ�VSDUHG�
7KH�VHFRQG�SKDVH�RI�WKH�FULVLV�FDPH�DV�D�FRQVHTXHQFH�RI�D�PXFK�PRUH�WDUJHWHG�DQG�GLVUXSWLYH�ORVV�RI�FRQILGHQFH��WKH�VRYHUHLJQ�GHEW�FULVLV��7KLV�ZDV
VSHFLDO�WR�(XURSH��LW�EURXJKW�RQ�WKH�GHYHORSPHQW�RI�UHGHQRPLQDWLRQ�ULVN�DQG�WKHUHE\�WKUHDWHQHG�WKH�LQWHJULW\�RI�RXU�FXUUHQF\��%DQNV¶�H[SRVXUHV�WR�VHOHFWHG
JRYHUQPHQWV�FDPH�XQGHU�LQWHQVH�PDUNHW�VFUXWLQ\�DQG�HQWLUH�QDWLRQDO�EDQNLQJ�V\VWHPV�ORVW�DFFHVV�WR�ZKROHVDOH�IXQGLQJ�
1RWH�WKDW�GXULQJ�ERWK�WKH�ILUVW�DQG�WKH�VHFRQG�SKDVH��EDQNV�IDFHG�DQ�XUJHQW�QHHG�WR�UHSODFH�D�VRXUFH�RI�PDUNHW�IXQGLQJ�WKDW�KDG�VXGGHQO\�EHFRPH
XQDYDLODEOH�±�SULPDULO\�DQ�LPSDLUHG�DFFHVV�WR�PRQH\�PDUNHW�ERUURZLQJ�LQ�WKH�SRVW�/HKPDQ�SKDVH�DQG�WKH�LPSRVVLELOLW\�WR�UROO�RYHU�PDWXULQJ�EDQN�ERQGV
GXULQJ�WKH�GHEW�FULVLV��,Q�ERWK�HSLVRGHV��KRZHYHU��WKH�RULJLQDO�VRXUFH�RI�VWUHVV�ZDV�LQYHVWRUV¶�GLVWUXVW�LQ�WKH�TXDOLW\�RI�EDQNV¶�H[SRVXUHV�±�WR�WKH�SULYDWH�DQG
WKH�SXEOLF�VHFWRUV��2XU�UROH�ZDV�WKH�VDPH�LQ�ERWK�SKDVHV��QDPHO\�WR�FUHDWH�QHZ�UHVHUYHV��RQ�GHPDQG��IRU�FDVK�VWULSSHG�EDQNV�ZLWK�YLDEOH�EXVLQHVV�PRGHOV�
DQG�WKXV�WR�KHOS�WKHVH�EDQNV�JR�WKURXJK�DQ�HPHUJHQF\�OLDELOLW\�VXEVWLWXWLRQ�RSHUDWLRQ�ZLWKRXW�EHLQJ�IRUFHG�WR�PDNH�ODUJH�VFDOH�ILUH�VDOHV�RI�DVVHWV�WKDW�ZRXOG
OHDG�WR�LQVROYHQF\�
&RQFUHWHO\��IRU�WKH�(XURV\VWHP�WKLV�PHDQW�DEDQGRQLQJ�LWV�FRQYHQWLRQDO�IUDPHZRUN�IRU�OLTXLGLW\�SURYLVLRQ��:H�GLVFRQWLQXHG�WKH�SUDFWLFH�WR�DXFWLRQ�D�SUH�VHW
TXDQWLW\�RI�OLTXLGLW\�DQG�PRYHG�LQVWHDG�WR�DQ�XQOLPLWHG�DOORWPHQW�RI�IXQGV�DW�D�IL[HG�UDWH��7KH�WHQRUV�RI�RXU�ORQJHU�WHUP�UHILQDQFLQJ�RSHUDWLRQV�ZHUH�H[WHQGHG
IURP�WKH�SUH�FULVLV�VWDQGDUG�RI�WKUHH�PRQWKV�WR�VL[�PRQWKV�LQ������DQG�WR�WKUHH�\HDUV�LQ�������:H�DOVR�H[SDQGHG�WKH�XQLYHUVH�RI�HOLJLEOH�FROODWHUDO�

,Q�HVVHQFH��ZH�DGRSWHG�D�JHQXLQHO\�FODVVLFDO�DSSURDFK�WR�RXU�/2/5�UHVSRQVLELOLWLHV�
7KLV�DSSURDFK�FDQ�EH�GHVFULEHG�E\�XVLQJ�WKH�FODVVLFDO�HTXDWLRQ�RI�H[FKDQJH��%
P
9� �3
<��7KLV�VLPSOH�HTXDWLRQ�VWDWHV�WKDW�EDVH�PRQH\��%��WLPHV�WKH
PRQH\�PXOWLSOLHU��P��WLPHV�EURDG�PRQH\�YHORFLW\��9��±�RU�WKH�WXUQRYHU�UDWH�RI�WKH�EURDG�PRQH\�VXSSO\�±�LV�DOZD\V�HTXDO�WR�QRPLQDO�LQFRPH��L�H��WKH�SULFH
OHYHO��3��WLPHV�UHDO�RXWSXW��<���7KH�FHQWUDO�EDQN�LV�FRQFHUQHG�ZLWK�SUHVHUYLQJ�SULFH�VWDELOLW\�DQG�VXSSRUWLQJ�WKH�HFRQRP\��EXW�LW�FDQ�GR�VR�RQO\�YHU\�LQGLUHFWO\
DQG�LPSUHFLVHO\�E\�FRQWUROOLQJ�EDVH�PRQH\��L�H��WKH�VXP�RI�FXUUHQF\�DQG�EDQN�UHVHUYHV��7KHUHIRUH��LQ�NHHSLQJ�ZLWK�WKH�PRQHWDU\�DSSURDFK�WR�/2/5��EDVH
PRQH\�VKRXOG�EH�H[SDQGHG�VXIILFLHQWO\�DJJUHVVLYHO\�ZLWK�WZR�LQWHUPHGLDWH�REMHFWLYHV�DQG�RQH�XOWLPDWH�REMHFWLYH�LQ�PLQG��7KH�LQWHUPHGLDWH�REMHFWLYHV�DUH�
FRPSHQVDWH�IRU�WKH�IDOO�LQ�WKH�PRQH\�PXOWLSOLHU�±�DQG�WKH�GHFOLQH�LQ�EURDG�PRQH\�YHORFLW\��7KH�XOWLPDWH�REMHFWLYH�LV�WR�SUHYHQW�WKH�SRVVLELOLW\�RI�D�FROODSVH�LQ
EURDG�PRQH\�OHDGLQJ�WR�D�GRZQZDUG�DGMXVWPHQW�LQ�QRPLQDO�LQFRPH�
:K\�GR�WKH�PRQH\�PXOWLSOLHU�DQG�EURDG�PRQH\�YHORFLW\�WHQG�WR�IDOO�GXULQJ�FRQILGHQFH�FULVHV"�7KH�PRQH\�PXOWLSOLHU�LV�D�FRPSOH[�IXQFWLRQ�RI�WKH�SXEOLF¶V
SUHIHUUHG�UDWLR�RI�FXUUHQF\�KROGLQJV�WR�GHSRVLWV�DQG�RI�EDQNV¶�GHVLUHG�UDWLR�RI�UHVHUYHV�WR�GHSRVLWV��,QFUHDVHV�LQ�XQFHUWDLQW\�GXULQJ�WLPHV�RI�FULVLV�FDQ�LPSDFW
RQ�WKH�EHKDYLRXU�RI�EDQNV�DQG�WKH�PRQH\�KROGLQJ�VHFWRU��OHDGLQJ�WR�FKDQJHV�LQ�WKHVH�UDWLRV��DV�EDQNV�SUHIHU�WR�KROG�ODUJHU�UHVHUYHV�ZLWK�WKH�FHQWUDO�EDQN�DV
SHUFHSWLRQV�RI�FRXQWHUSDUW\�ULVN�LQFUHDVH��DQG�±�LQ�WKH�PRVW�VHYHUH�HSLVRGHV�IHDWXULQJ�EDQN�UXQV�±�WKH�SXEOLF�PD\�WU\�WR�FRQYHUW�EDQN�GHSRVLWV�LQWR�FXUUHQF\�
$OO�RI�WKLV�DOWHUV�WKH�DVVRFLDWLRQ�EHWZHHQ�EDVH�PRQH\�DQG�EURDG�PRQH\�DQG�LQFUHDVHV�WKH�TXDQWLW\�RI�EDVH�PRQH\�WKDW�WKH�V\VWHP�GHPDQGV�LQ�RUGHU�WR�KROG
D�JLYHQ�DPRXQW�RI�EURDG�PRQH\��7XUQLQJ�WR�YHORFLW\��FULVLV�LQGXFHG�XQFHUWDLQW\�FDQ�DOVR�OHDG�WR�D�GHFUHDVH�LQ�YHORFLW\�DV�SHRSOH�SUHIHU�WR�KRDUG�EURDG�PRQH\
DV�D�SUHFDXWLRQDU\�PHDVXUH�WR�SUHSDUH�IRU�GLIILFXOW�GD\V�DQG�UHGXFH�VSHQGLQJ��%HFDXVH�YHORFLW\�KDV�D�WHQGHQF\�WR�IDOO�LQ�WDQGHP�ZLWK�WKH�PXOWLSOLHU��LQ
HSLVRGHV�RI�ILQDQFLDO�GLVORFDWLRQ�WKH�FHQWUDO�EDQN�KDV�RQH�PRUH�UHDVRQ�WR�LQFUHDVH�EDVH�PRQH\�LQ�RUGHU�WR�NHHS�QRPLQDO�LQFRPH�IURP�IDOOLQJ�

7KLV�LV�LQ�HVVHQFH�ZKDW�ZH�GLG�RYHU�WKH�ILUVW�WZR�SKDVHV�RI�WKH�FULVLV��'XULQJ�WKLV�SHULRG������������WKH�YROXPH�RI�EDVH�PRQH\�ZDV�HQGRJHQRXVO\�GHWHUPLQHG
E\�EDQNV¶�GHPDQG�IRU�LW��ZKLFK�ZDV�DFFRPPRGDWHG�IXOO\�E\�WKH�(XURV\VWHP��WKH�RQO\�UHVWULFWLRQ�EHLQJ�DYDLODELOLW\�RI�HOLJLEOH�FROODWHUDO��7KLV�FDQ�EH�VHHQ�E\
FRPSDULQJ�&KDUW���DQG�&KDUW���
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&KDUW����0��DQG�EDVH�PRQH\�

�,QGH[��-DQ����� ����

&KDUW����0��&RXQWHUSDUWV��FRQWULEXWLRQV�WR�0��
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0��LQGH[� %DVH�PRQH\�LQGH[� 0XOWLSOLHU��5+6�
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2WKHUV�
1HW�UHGHPSWLRQ�RI�EDQN�OLDELOLWLHV�QRW�LQFOXGHG�LQ�0��
1HW�H[WHUQDO�DVVHWV�
&UHGLW�WR�SULYDWH�VHFWRU�
&UHGLW�WR�JHQHUDO�JRYHUQPHQW�
0�

DQQXDO�SHUFHQWDJH�FKDQJHV

3HWHU�3UDHW��7KH�(&%�DQG�LWV�UROH�DV�OHQGHU�RI�ODVW�UHVRUW�GXULQJ�WKH�FULVLV������������� ZZZ�HFE�HXURSD�HX

$V�WKH�PXOWLSOLHU�VWDUWHG�WR�IDOO�HDUO\�RQ��WKH�PRQH\�EDVH�H[SDQGHG�VWURQJO\�DQG�WKLV�FXVKLRQHG�SUHVVXUHV�RQ�0��ZKLFK�FRXOG�KDYH�DFFHQWXDWHG�LWV�WUHQG
GHFHOHUDWLRQ��&KDUW�����(YHQ�PRUH�HYLGHQWO\��DV�WKH�GHEW�FULVLV�UHDFKHG�LWV�FOLPD[�LQ�PLG�������DQG�EDQNV�VWDUWHG�WR�SD\�GRZQ�WKH�ERQGV�ZKLFK�WKH�PDUNHW
ZDV�UHIXVLQJ�WR�UROO�RYHU�XVLQJ�QHZO\�ERUURZHG�(XURV\VWHP�IXQGV��WKH�VKDUS�H[SDQVLRQ�LQ�EDVH�PRQH\�SHUPLWWHG�EDQNV�WR�NHHS�WKH�EURDG�PRQH\�VWRFN�IURP
IDOOLQJ��&KDUW���VKRZV�D�GLVDJJUHJDWLRQ�RI�EURDG�PRQH\�JURZWK�E\�FRXQWHUSDUWV��LQ�RWKHU�ZRUGV��LW�GRFXPHQWV�WKH�LWHPV�RQ�EDQNV¶�EDODQFH�VKHHWV�ZKLFK
DFFRXQW�IRU�DQG�RIIVHW�WKH�H[SDQVLRQ�RI�0���,W�LV�FOHDU�WKDW��VWDUWLQJ�LQ�������WKH�SRVVLELOLW\�RIIHUHG�WR�EDQNV�WR�UHGHHP�PDWXULQJ�ERQGV�ZLWK�EDVH�PRQH\�DQG
WKXV�SD\�WKHP�RII�ZLWK�QHZO\�FUHDWHG�GHSRVLWV��GDUN�JUHHQ�EDUV��SURYLGHG�FULWLFDO�VXSSRUW�IRU�0��H[SDQVLRQ�

7KH�H[WUDRUGLQDU\�LQMHFWLRQ�RI�IUHVK�OLTXLGLW\�LQWR�WKH�V\VWHP�KDG�D�SURIRXQG�LPSDFW�RQ�WKH�(XURV\VWHP¶V�EDODQFH�VKHHW��:LWK�KLQGVLJKW��LW�SURYHG�YHU\
VXFFHVVIXO�LQ�EXLOGLQJ�D�ILUHZDOO�DJDLQVW�ILQDQFLDO�FRQWDJLRQ�DQG�D�IXUWKHU�GHFLPDWLRQ�RI�YDOXH��%DQNV�FRXOG�UHILQDQFH�WKHPVHOYHV�LQ�WKH�DJJUHJDWH��SUHVHUYLQJ
D�OHYHO�RI�LQWHUPHGLDWLRQ�ZKLFK�FRXOG�EULGJH�WKH�HFRQRP\�WKURXJK�D�VKDUS�FRQWUDFWLRQ�DQG�DYRLG�D�PRUH�VHYHUH�GHJUDGDWLRQ�RI�FRQILGHQFH�DQG
PDFURHFRQRPLF�VWDELOLW\��> @

7KH�WKLUG�SKDVH��DGGUHVVLQJ�D�QHZ�URXQG�RI�GHOHYHUDJLQJ

�
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+RZHYHU��DV�WKH�PDFURHFRQRPLF�FRQWUDFWLRQ�PRUSKHG�LQWR�D�SURORQJHG�VOXPS��EDQNV�LQ�ODUJH�SDUWV�RI�WKH�HXUR�DUHD�ILQDOO\�VWDUWHG�WR�HQJDJH�LQ�D�GUDZQ�RXW
SURFHVV�RI�GRZQVL]LQJ�WKHLU�H[SRVXUHV�DQG�GH�ULVNLQJ�WKHLU�RSHUDWLRQV��,Q�WKRVH�FRXQWULHV�PRVW�VHYHUHO\�KLW�E\�WKH�GHEW�FULVLV��WKH�ULVN�DGMXVWHG�UHWXUQV�RQ
ORDQV�KDG�GHFOLQHG�WR�WKH�SRLQW�ZKHUH�EDQNV�KDG�D�VWURQJ�LQFHQWLYH�WR�UHGHHP�ORDQV�DQG�GHOHYHUDJH��7KH�FULVLV�KDG�HYROYHG�LQWR�LWV�WKLUG�VWDJH��D�VWDJH
FKDUDFWHULVHG�E\�D�FKURQLF�PDOIXQFWLRQLQJ�RI�EDQN�EDVHG�WUDQVPLVVLRQ��JURZLQJ�VLJQV�RI�D�FUHGLW�FUXQFK�DQG�D�ULVLQJ�ULVN�WKDW�WKH�GHDUWK�RI�FUHGLW�DQG�ILQDQFH
IRU�KRXVHKROGV�DQG�ILUPV�ZRXOG�IHHG�EDFN�LQWR�FRQVXPSWLRQ�DQG�LQYHVWPHQW��WKHUHE\�PDJQLI\LQJ�WKH�FKDQFH�WKDW�WKH�HFRQRP\�PLJKW�EH�WUDSSHG�LQ�D
GHIODWLRQDU\�VSLUDO�
$V�EDQNV�ZHUH�DFWLYHO\�GHOHYHUDJLQJ��WKHLU�IXQGLQJ�FRQGLWLRQV�ZHUH�QRUPDOLVLQJ�WRR��DQG�OLTXLGLW\�UDWLRV�ZHUH�EHLQJ�UHVWRUHG��,Q�IDFW��DV�WKH�GHEW�UXQV�RI�����
DQG�HDUO\������IDGHG��EDQNV�ZHUH�HDJHU�WR�DFFHOHUDWH�UHLPEXUVHPHQW�RI�FHQWUDO�EDQN�FUHGLW�DV�WKH�SUHVVXUH�WR�UHILQDQFH�D�OHDQHU�EDODQFH�VKHHW�KDG
GLPLQLVKHG�DQG�WKH\�YLHZHG�OHVV�GHSHQGHQF\�RQ�RIILFLDO�ERUURZLQJ�DV�D�ZD\�WR�SURMHFW�D�SRVLWLYH�LPDJH�RI�ILQDQFLDO�KHDOWK�WR�WKHLU�LQYHVWRU�EDVH��$ORQJ�WKLV
SURFHVV�RI�UHWUHQFKPHQW��ERUURZLQJ�FRQGLWLRQV�ZHUH�EHLQJ�WLJKWHQHG�DW�SUHFLVHO\�WKH�WLPH�ZKHQ�WKH�HFRQRP\�QHHGHG�VXSSRUW�
8QGHU�WKHVH�FRQGLWLRQV��WKH�(&%�KDG�WR�UHVRUW�WR�D�GLIIHUHQW�VWUDWHJ\��RQH�ZKLFK�ZRXOG�VKLIW�IRFXV�IURP�EDQNV¶�OLDELOLWLHV�WR�EDQNV¶�DVVHWV��,QGXFLQJ�EDQNV�WR
DUUHVW�DQG�UHYHUVH�DVVHW�UHGHPSWLRQV�DQG�NHHS�FUHGLW�IORZLQJ�WR�WKH�UHDO�HFRQRP\�EHFDPH�RXU�SROLF\�SULRULW\��:H�LQWURGXFHG�WKUHH�QHZ�LQVWUXPHQWV��D�VHULHV
RI�WDUJHWHG�ORQJHU�WHUP�UHILQDQFLQJ�RSHUDWLRQV��7/752V���D�QHJDWLYH�LQWHUHVW�UDWH�SROLF\��DQG�DQ�DVVHW�SXUFKDVH�SURJUDPPH�ZKLFK�LQFOXGHG�ERWK�SULYDWH�DQG
SXEOLF�VHFWRU�VHFXULWLHV��7KH�7/752V�DUH�D�VHTXHQFH�RI�HLJKW�UHILQDQFLQJ�RSHUDWLRQV�RIIHULQJ�EDQNV�ORQJ�WHUP�UHILQDQFLQJ��RI�XS�WR�IRXU�\HDUV��RQ�WKH
FRQGLWLRQ�WKDW�WKH\�XVH�WKH�IXQGV�WR�H[SDQG�OHQGLQJ��,QGHHG��EDQNV�KDYH�UHVSRQGHG�WR�WKH�WDUJHWLQJ�LQFHQWLYHV�HPEHGGHG�LQ�WKH�QHZ�IDFLOLW\�E\�UHGXFLQJ
OHQGLQJ�UDWHV�DQG�LQFUHDVLQJ�WKHLU�ORDQ�VXSSO\��7KH�DVVHW�SXUFKDVH�SURJUDPPH��WRJHWKHU�ZLWK�D�QHJDWLYH�UDWH�RQ�H[FHVV�UHVHUYHV��TXLFNHQV�WKH�SDFH�DW
ZKLFK�EDQNV�DQG�RWKHU�OHQGHUV�DUH�UHVXPLQJ�SURYLGLQJ�FUHGLW�WR�WKH�HFRQRP\�DW�PRUH�IDYRXUDEOH�FRQGLWLRQV��/RZHU�WHUP�VSUHDGV�RQ�SXEOLF�VHFWRU�VHFXULWLHV
HQFRXUDJH�D�VKLIW�LQ�WKH�FRPSRVLWLRQ�RI�EDQNV¶�SRUWIROLRV�WRZDUGV�RWKHU�W\SHV�RI�H[SRVXUH�ZLWK�D�KLJKHU�ULVN�DGMXVWHG�UHWXUQ��ZKLFK�SULPDULO\�LQFOXGHV�ORDQV�
7KH�QHJDWLYH�LQWHUHVW�UDWH�RQ�UHVHUYHV�GLVFRXUDJHV�OLTXLGLW\�KRDUGLQJ�DQG�VSHHGV�XS�WKH�SURFHVV�RI�DVVHW�UHDOORFDWLRQ�
:LWK�WKH�VWDUW�RI�WKH�WKLUG�SKDVH�RI�WKH�FULVLV��WKH�PRQHWDU\�DSSURDFK�WR�/2/5�KDG�UHDFKHG�LWV�OLPLWV��,PSRUWLQJ�/2/5�HOHPHQWV�LQWR�WKH�FRQGXFW�RI�PRQHWDU\
SROLF\�KDG�EHHQ�D�FULWLFDO�DQG�IDU�VLJKWHG�GHFLVLRQ�LQ�D�SKDVH�ZKHQ�WKH�SULPDU\�SXUSRVH�ZDV�DVVLVWLQJ�EDQNV�LQ�DQ�RUGHUO\�H[HUFLVH�RI�OLDELOLW\�VXEVWLWXWLRQ�
%XW�ZKHQ�RXU�SULRULWLHV�VKLIWHG�WRZDUGV�WKH�QHHG�WR�UH�HQJDJH�EDQNV�LQ�DFWLYH�FUHGLW�LQWHUPHGLDWLRQ��WKRVH�HOHPHQWV�ORVW�WUDFWLRQ��7KH�QRQ�GLVFUHWLRQDU\�
SDVVLYH�JHQHUDWLRQ�RI�OLTXLGLW\�ZKLFK�LV�FKDUDFWHULVWLF�RI�V\VWHPLF�/2/5�RSHUDWLRQV�KDG�WR�EH�UHSODFHG�E\�D�PRUH�DFWLYH�VWUDWHJ\�RI�FRQWURO�RYHU�WKH�VL]H�DQG
FRPSRVLWLRQ�RI�RXU�EDODQFH�VKHHW�

7KH�FUHGLW�DSSURDFK
7KURXJKRXW�WKLV�ZKROH�SHULRG��LQ�HDFK�RI�LWV�WKUHH�SKDVHV��WKH�FUHGLW�DSSURDFK�WR�/2/5�KDV�UHPDLQHG�LQ�SODFH��1DWLRQDO�FHQWUDO�EDQNV�KDYH�FRQWLQXHG�WR
DVVLVW�EDQNV�WKDW�DUH�XQDEOH�WR�WDNH�SDUW�LQ�VWDQGDUG�(XURV\VWHP�PRQHWDU\�SROLF\�RSHUDWLRQV�E\�H[HUFLVLQJ�WKHLU�/2/5�IXQFWLRQ�XQGHU�(/$��%XW�WKH�FUHGLW
DSSURDFK�WR�/2/5�WKDW�LV�HPEHGGHG�LQ�(/$�KDV�QRW�UHPDLQHG�VWDWLF�RYHU�WKH�FULVLV�SHULRG�

'XULQJ�WKH�HDUO\�SKDVH�RI�WKH�FULVLV��(/$�VXSSRUW�ZDV�OLPLWHG�WR�LQGLYLGXDO�EDQNV��,WV�RULJLQDO�FRQVWUXFWLRQ��ZKLFK�IRUHVHHV�WKDW�IXQGV�EH�SURYLGHG�RQ�D
GLVFUHWLRQDU\�EDVLV�±�QRW�DXWRPDWLFDOO\�±�DQG�EH�FRQGLWLRQDO�RQ�WKH�*RYHUQLQJ�&RXQFLO¶V�MXGJHPHQW�WKDW�(/$�H[WHQVLRQ�GRHV�QRW�LQWHUIHUH�ZLWK�WKH
GHWHUPLQDWLRQ�RI�WKH�PRQHWDU\�SROLF\�VWDQFH��ZDV�SUHVHUYHG��'LVFUHWLRQ�DQG�FRQGLWLRQDOLW\�RQ�WKH�(XURV\VWHP¶V�QRQ�REMHFWLRQ�DUH�VDIHJXDUGV�DJDLQVW�PRUDO
KD]DUG�
%XW�DV�WKH�FULVLV�LQWHQVLILHG��DQG�D�QXPEHU�RI�HXUR�DUHD�FRXQWULHV�EHFDPH�WKH�WDUJHW�RI�GHEW�UXQV�DQG�H[KDXVWHG�WKHLU�ILVFDO�FDSDFLW\��HQWLUH�QDWLRQDO�EDQNLQJ
VHFWRUV�ZHUH�GHSULYHG�RI�WKH�QDWXUDO�SRUW�RI�FDOO�ZKLFK�LQ�RWKHU�FLUFXPVWDQFHV�ZRXOG�KDYH�DFWHG�DV�D�SURYLGHU�RI�VROYHQF\�VXSSRUW��WKHLU�QDWLRQDO�ILVFDO
DXWKRULW\��9HU\�RIWHQ��WKHVH�FRXQWULHV�KDG�WR�KDYH�UHFRXUVH�WR�PXOWLODWHUDO�ILQDQFLDO�DVVLVWDQFH�SURJUDPPHV�ZKLFK�±�ZKLOH�UHSODFLQJ�WKH�ORFDO�ILVFDO�DXWKRULW\
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DV�WKH�XOWLPDWH�VRXUFH�RI�FDSLWDO�VXSSRUW�±�SODFHG�EDQNV�XQGHU�DQ�HQKDQFHG�UHJLPH�RI�VXSHUYLVRU\�VFUXWLQ\�DQG�LPSRVHG�YDULRXV�IRUPV�RI�UHJXODWRU\
FRQGLWLRQDOLW\�

7KLV�VLWXDWLRQ�OHG�WR�WZR�W\SHV�RI�LQQRYDWLRQ�LQ�WKH�JRYHUQDQFH�RI�(/$�LQWHUYHQWLRQV��ILUVW��WKH�GXUDWLRQ�RI�DVVLVWDQFH�OHQJWKHQHG��VHFRQG��WKH�VFRSH�RI
DVVLVWDQFH�EURDGHQHG�IURP�LQGLYLGXDO�LQVWLWXWLRQV�WR�HQWLUH�EDQNLQJ�V\VWHPV��)RU�H[DPSOH��LQ�*UHHFH�ODVW�\HDU�WKH�FRPELQHG�OHQGLQJ�RI�WKH�(&%�DQG�WKH
%DQN�RI�*UHHFH�WR�*UHHN�EDQNV�UHDFKHG�����RI�WKH�FRXQWU\¶V�*'3��0RVW�RI�WKLV�OLTXLGLW\�ZDV�SURYLGHG�YLD�EDQNV¶�UHFRXUVH�WR�(/$�

7KLV�HYROXWLRQ�ZDV�SURSRUWLRQDO�WR�WKH�VHYHULW\�RI�WKH�FLUFXPVWDQFHV�DQG�KDV�SURYHQ�WR�EH�HIIHFWLYH�
,Q�WKH�FDVH�RI�*UHHFH��SURYLVLRQ�RI�(/$�ZDV�FHUWDLQO\�QHFHVVDU\�LQ�RUGHU�WR�HQVXUH�WKH�IXQFWLRQLQJ�RI�WKH�*UHHN�EDQNLQJ�V\VWHP�DQG�WKH�FRQWLQXDWLRQ�RI
OHQGLQJ�WR�EXVLQHVVHV�DQG�KRXVHKROGV��$�GLVFRQWLQXDWLRQ�RI�(/$�ZRXOG�KDYH�WKURZQ�DOO�*UHHN�EDQNV�LQWR�GHIDXOW�DQG�ZRXOG�KDYH�IRUFHG�WKH�FRXQWU\�WR�OHDYH
WKH�FXUUHQF\�XQLRQ��D�GHFLVLRQ�WKH�(XURV\VWHP�FRXOG�QRW�KDYH�WDNHQ�ZLWKRXW�YLRODWLQJ�WKH�7UHDW\��(/$�SURYLVLRQ�ZDV�SURSRUWLRQDO�DV�LW�ZDV�GLVFLSOLQHG�DQG
MXVWLILHG�E\�UXOHV��:H�JUDQWHG�(/$�IRU�DV�ORQJ�DV�WKH�*RYHUQLQJ�&RXQFLO�MXGJHG�WKDW�SURVSHFWV�ZHUH�IDYRXUDEOH�IRU�D�SRVLWLYH�RXWFRPH�WR�WKH�QHJRWLDWLRQV
EHWZHHQ�WKH�JRYHUQPHQW�RI�*UHHFH�DQG�WKH�(XURSHDQ�LQVWLWXWLRQV��,WV�H[SDQVLRQ�ZDV�VXVSHQGHG�ZKHQ�LW�DSSHDUHG�WKDW�WKHVH�FRQGLWLRQV�ZHUH�QR�ORQJHU
FRQILUPHG��'UDJKL��������

,QVWLWXWLRQDO�FKDOOHQJHV
7KH�LQFRPSOHWH�LQVWLWXWLRQDO�FRQVWUXFW�RI�WKH�HXUR�DUHD��HVSHFLDOO\�WKH�ODFN�RI�DQ�LQWHJUDWHG�EDQNLQJ�V\VWHP��KDV�DW�WLPHV�VHYHUHO\�FRPSOLFDWHG�WKH
PDQDJHPHQW�RI�WKH�FULVLV��)RUWXQDWHO\��D�JUHDW�GHDO�RI�SURJUHVV�KDV�EHHQ�PDGH�LQ�WKLV�DUHD�LQ�UHFHQW�\HDUV��EXW�LW�LV�LPSHUDWLYH�WKDW�WKH�EDQNLQJ�XQLRQ�EH
FRPSOHWHG��DV�ZHOO�DV�WKH�LQWHJUDWLRQ�RI�WKH�HXUR�DUHD�EDQNLQJ�VHFWRU�
:LWK�WKH�6LQJOH�6XSHUYLVRU\�0HFKDQLVP��660��QRZ�IXOO\�RSHUDWLRQDO��ZH�KDYH�D�V\VWHP�RI�VXSHUYLVLRQ�WKDW�LV�OHVV�OLDEOH�WR�FDSWXUH�RU�IRUEHDUDQFH��$QG�WKH
%DQN�5HFRYHU\�DQG�5HVROXWLRQ�'LUHFWLYH��%55'��SURYLGHV�D�KDUPRQLVHG�DQG�SUHGLFWDEOH�IUDPHZRUN�IRU�SULYDWH�VHFWRU�ULVN�VKDULQJ�DFURVV�WKH�(8�
)LQDQFLDO�VWDELOLW\�FRQVLGHUDWLRQV�DUH�D�NH\�GULYHU�EHKLQG�WKH�QHZ�UHJXODWRU\�ODQGVFDSH��,QGHHG��WKHUH�DUH�PDQ\�LQVWDQFHV�ZKHUH�WKH�IUDPHZRUN
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