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$*UDQG'HFHLW



$*UDQG'HFHLW



7KH:RUOG%DQN VFODLPV RI JRRGJRYHUQDQFH LQ3DSXD1HZ*XLQHD



%\'U7LP$QGHUVRQ 3ROLWLFDO(FRQRP\8QLYHUVLW\RI6\GQH\



$UHSRUWSUHSDUHGIRUWKH$XVWUDOLDQ&RQVHUYDWLRQ)RXQGDWLRQ$&) DQGWKH&HQWUHIRU(QYLURQPHQWDO/DZDQG&RPPXQLW\5LJKWV&(/&25 $XJXVW







$*UDQG'HFHLW



7DEOHRI&RQWHQWV $FNQRZOHGJHPHQWV







6XPPDU\







,QWURGXFWLRQ







:K\ JRRGJRYHUQDQFH "







3DSXD1HZ*XLQHD VDVVHWVDQGSUREOHPV







:KDWLVWKH:RUOG%DQN"







7KH:RUOG%DQNDQG JRRGJRYHUQDQFH 







,QWHUSUHWLQJ:RUOG%DQN JRRGJRYHUQDQFH 







%DQNJRYHUQDQFHRIORJJLQJDQGFDVKFURSSLQJ







$OWHUQDWLYHVVRFLDOGHPRFUDWLFJRYHUQDQFH







'HDOLQJZLWKWKH:RUOG%DQN







%LEOLRJUDSK\











$*UDQG'HFHLW



$FNQRZOHJHPHQWV 7KRXJKQRRQHHOVHLVUHVSRQVLEOHIRUP\FRPPHQWV,RZHWKDQNVWRDZLGHUDQJHRISHRSOH IRUWKHLULQSXWLQWRWKHSUHSDUDWLRQRIWKLVUHSRUW,QSDUWLFXODU, GOLNHWRWKDQN/HH7DQRIWKH $&)'DPLHQ$VHRI&(/&255XWK3XQH%ULDQ%UXQWRQ5LFKDUG%UXQWRQ7HG:ROIHUV $LQXL 3DWWHUVRQ /HVWHU6HUL/HR5XNL$QGHUVRQ.RMD.DQDZL3RXUX0DWLOGD .RPD $OPDK 7DUDULD$QQLH.DMLU0DUWLQ$QGD3DXO'XII\ 






$*UDQG'HFHLW











FRQGLWLRQDOLW\ QRZLQFRUSRUDWHGDVHOHPHQWVRI JRRGJRYHUQDQFH 7KHFRPSOH[LW\RIWKLV







31* VSUREOHPVDUHGLIIHUHQWO\SRUWUD\HGDVHLWKHU G\VIXQFWLRQZLWKLQWUDQVSODQWHGZHVWHUQ VRFLDOVWUXFWXUHV RUDVWKH EUHDNGRZQRIWUDGLWLRQDOFRPPXQLW\VXSSRUWVWUXFWXUHV 7KH SUREOHPVDUHFRPPRQO\FLWHGDVFRUUXSWLRQSRRUVHFXULW\WKH EUHDNGRZQLQODZDQGRUGHU  



$*UDQG'HFHLW SRYHUW\DQGLQHIIHFWLYH GHYHORSPHQW 


GHYHORSPHQWVWUDWHJ\31*KDVEHHQDZRUOGFODVVH[SRUWHUIRUPDQ\GHFDGHVEXWWKLVKDV QRWWUDQVODWHGLQWREHQHILWVIRURUGLQDU\SHRSOH2QWKHFRQWUDU\WKHVWUDWHJ\KDVVHULRXVO\ GDPDJHGGHFHQWOLYHOLKRRGVDQGVXVWDLQDEOHFRPPXQLWLHV











7RKHOSXQGHUVWDQGWKH%DQN V JRRGJRYHUQDQFH PRGHOZHQHHGWRGLVWLQJXLVKLWV FRUH











DGYLFH9HUEDOHQJDJHPHQWZLWKWKH:RUOG%DQNGRHVQRWVLJQLILFDQWO\DOWHULWVVWUXFWXUDO DLPVZKLFKDUHVHWE\LWVFRQVWLWXWLRQDQGWKHLQWHUHVWVRILWVVKDUHKROGHUVDQGZKLFKDUH FRQILUPHGE\LWVSUDFWLFHDURXQGWKHZRUOG&RPPXQLW\DFWLYLVWVHQJDJLQJZLWKWKH:RUOG %DQNIRUWKHOHJLWLPDWHSXUSRVHRIKROGLQJLWSXEOLFO\DFFRXQWDEOHIRULWVDFWLRQVLQ31* VKRXOGEHFDUHIXOWRQRWOHQGLWSODWIRUPVRUOHJLWLPDF\IRULWVSDUWLVDQIRUHLJQLQYHVWPHQW OREE\LQJDFWLYLWLHVGUHVVHGXSDV JRRGJRYHUQDQFH RU SRYHUW\UHGXFWLRQ SURJUDPV







$*UDQG'HFHLW















$*UDQG'HFHLW SURJUDPVZLWKLPSRUWDQWHQYLURQPHQWDOLPSOLFDWLRQVWKH:RUOG%DQN V)RUHVWU\DQG &RQVHUYDWLRQ3URJUDPDQGWKH$VLDQ'HYHORSPHQW%DQN VDJURLQGXVWU\SURJUDPV, FRQFOXGHZLWKVRPHFRPPHQWVRQKRZEHVWWRDSSURDFKGHDOLQJVZLWKWKH:RUOG%DQNDQG KRZZHPLJKWVHHDQDOWHUQDWLYHVRFLDOGHPRFUDWLFPRGHORIJRRGJRYHUQDQFH







$*UDQG'HFHLW



:K\ *RRG*RYHUQDQFH " $VDFRQFHSWRISROLWLFDOUHJXODWLRQZKLFKLVZLGHUWKDQVLPSOH JRYHUQPHQW E\DVWDWH JRRG JRYHUQDQFH ZDVVHL]HGRQLQWKHVE\81DJHQFLHVDQGWKHPXOWLODWHUDOEDQNVWKH,0) DQGWKH:RUOG%DQN ,WLVQRZDQDUHQDRIIXULRXVGHEDWHZLWKQRFOHDUGHILQLWLRQVXQOLNH ULJKWVZKLFKKDYHDQDJUHHGEDVLVLQLQWHUQDWLRQDOWUHDWLHV EXWHQRUPRXVPRUDODVVHUWLRQ 7KHFRQFHSWKDVDKLVWRU\ZLWKWZREURDGJHQHDORJLHV



)LUVWWKHUHLVDQLQVWLWXWLRQDOIRFXVORRNLQJDWJRYHUQDQFHDVWKHFRRUGLQDWLRQDQG FRPSHWLWLRQEHWZHHQGRPHVWLFLQVWLWXWLRQVDQGWKHVWDWHDQGEHWZHHQVWDWHVDQGLQWHUQDWLRQDO ERGLHV+LVWRULFDOO\LQWHULPSHULDOLQWHUQDWLRQDOFRRUGLQDWLRQLQWKHHDUO\WKFHQWXU\ IROORZHGE\WKH/HDJXHRI1DWLRQVDQG8QLWHG1DWLRQVLQWKHWKFHQWXU\KDYHEHHQ GHVFULEHGDVWKHILUVWIRUPVRIIRUPDOJRYHUQDQFHLQWKHPRGHUQHUD7HKUDQLDQ 










$*UDQG'HFHLW (XURSH:LFNUDPDVLQJKH  JRRGJRYHUQDQFH JDLQHGSURPLQHQFHDORQJVLGHWKHQRWLRQ RI FRKHUHQFH EHWZHHQWKH*GRPLQDWHGLQWHUQDWLRQDOHFRQRPLFDJHQFLHV7KH*$77 GHFODUDWLRQRUJDQLVHGE\WKH*ZDVRIDQLQWHQGHGFRQWULEXWLRQE\WKH:72WR JUHDWHUFRKHUHQFHLQJOREDOHFRQRPLFSROLF\PDNLQJ7KHLQWHUOLQNDJHVEHWZHHQWKHGLIIHUHQWDVSHFWVRI HFRQRPLFSROLF\UHTXLUHWKDWWKHLQWHUQDWLRQDOLQVWLWXWLRQVIROORZFRQVLVWHQWDQGPXWXDOO\VXSSRUWLYH SROLFLHV:72 







FRQVHQVXV KDVEHHQSRZHUIXOZLWKDFDGHPLFVUHSHDWLQJLWVPDQWUDVRIGHYHORSPHQWLQWRWKH QHZOLWDQ\RI JRYHUQDQFH IRUH[DPSOH



5HRULHQWLQJWKHSXEOLFVHFWRUVRWKDWLWHPSOR\VIDUIHZHUSHRSOHLQDJJUHJDWHUHGXFLQJHPSOR\PHQWLQ DFWLYLWLHVZKHUHWKHVWDWHKDVQRFRPSDUDWLYHDGYDQWDJHSHUKDSVLQFUHDVLQJHPSOR\PHQWLQVHFWRUVVXFKDV HGXFDWLRQDJULFXOWXUDOH[WHQVLRQDQGKHDOWKFDUH ZKHUHLWKDVDFRPSDUDWLYHDGYDQWDJHDQGPXFKPRUH JHQHURXVO\FRPSHQVDWLQJWKRVHWKDWLWGRHVHPSOR\DUHZLGHO\LGHQWLILHGE\GHYHORSPHQWDQDO\VWVDVFUXFLDO SULRULWLHV7UHELOFRFNDQG+RZVH 







7KHVHFRQGDSSURDFKWRJRYHUQDQFHLVPRUHEURDGO\VRFLDOPRUHH[SDQVLYHWKDQWKH LQVWLWXWLRQDODSSURDFK+HUHVRFLDOFODVVHVFXVWRPVDQGFXOWXUDOSUDFWLFHVQRWLRQVRIFLWL]HQV







$*UDQG'HFHLW ,QWKLVWUDGLWLRQDQGRIWHQLQFRUSRUDWLQJDUJXPHQWVEDVHGRQKXPDQULJKWVWKH81'3KDV GHYHORSHGDFROOHFWLRQRIUHSRUWVRQJRYHUQDQFH,WDUJXHGLQWKDW



WKHJRDORIJRRGJRYHUQDQFHVKRXOGEHWRGHYHORSFDSDFLWLHVWKDWDUHQHHGHGWRUHDOLVHGHYHORSPHQWWKDW JLYHSULRULWLHVWRWKHSRRUDGYDQFHVZRPHQVXVWDLQVWKHHQYLURQPHQWDQGFUHDWHVQHHGHGRSSRUWXQLWLHVIRU HPSOR\PHQWDQGRWKHUOLYHOLKRRGV>*RYHUQDQFH@LVWKHFRPSOH[PHFKDQLVPVSURFHVVHVUHODWLRQVKLSVDQG LQVWLWXWLRQVWKURXJKZKLFKFLWL]HQVDQGJURXSVDUWLFXODWHWKHLULQWHUHVWVH[HUFLVHWKHLUULJKWVDQGREOLJDWLRQV DQGPHGLDWHWKHLUGLIIHUHQFHV81'3  











UHFRORQL]DWLRQRIWKH>$IULFDQ@FRQWLQHQW +RRJYHOW ,Q31*KXPDQULJKWV DFWLYLVW3RZ\V 3DUNRSV LQ'L[RQ QRWHGWKDWWKHUHZHUHQRZWKUHHW\SHVRIFRORQLDOLVP LQWKH3DFLILFROGVW\OH(XURSHDQFRORQLDOLVPVRXWKVRXWKFRORQLDOLVPHJ,QGRQHVLDLQ:HVW 3DSXDDQG(DVW7LPRU DQGUHFRORQLVDWLRQRIWKHUHJLRQE\WKH:RUOG%DQNWKH,0)DQG WUDQVQDWLRQDOFRPSDQLHV7KHLVVXHVRIUHFRORQLVDWLRQDUHWKHVDPH3DUNRSVVDLGDOLHQDWLRQ GHSULYDWLRQRIODQGULJKWVGHVWUXFWLRQRIWKHHQYLURQPHQWLQ'L[RQ  7KHUHDUHPDQ\SURPLQHQWFULWLFVRIQHROLEHUDOJRYHUQDQFH&KRVVXGRYVN\ VD\VWKH



JRRGJRYHUQDQFH RI6WUXFWXUDO$GMXVWPHQW3URJUDPVKDVUHTXLUHGSROLWLFDOUHSUHVVLRQDQG WKHVWUHQJWKHQLQJRILQWHUQDOVHFXULW\UHJLPHVFRPELQHGZLWKHFRQRPLFUHSUHVVLRQWKURXJK WKHSULYLOHJLQJRISRZHUIXOLQWHUHVWV



WKHYHU\QDWXUHRIWKHHFRQRPLFUHIRUPVSUHFOXGHVDJHQXLQHGHPRFUDWLVDWLRQ>6$3VUHTXLUH@WKHEDFNLQJ RIWKHPLOLWDU\DQGRIWKHDXWKRULWDULDQVWDWH6WUXFWXUDODGMXVWPHQWSURPRWHVERJXVLQVWLWXWLRQVDQGDIDNH SDUOLDPHQWDU\GHPRFUDF\&KRVVXGRYVN\ 







&KDYH]0DODOXDQDQG*XWWDO QRWHWKDWGHVSLWHWKHQHZODQJXDJHRI:RUOG %DQN,0) 3RYHUW\5HGXFWLRQ6WUDWHJLHV ZKLFKUHSODFHG6$3VLQ OLWWOHKDVFKDQJHG LQWKHPRGXVRSHUDQGLRIWKH%DQNDQGWKH)XQGGHVSLWHWKHDVVRUWPHQWRIUHTXLUHGSROLFLHV 



$*UDQG'HFHLW ORRVHO\FDWHJRULVHGDV JRRGJRYHUQDQFH 6WDWHVLQGHYHORSLQJFRXQWULHVKDYHEHHQUHTXLUHG WRUHEDGJHWKHLUOLEHUDOLVDWLRQSURJUDPVEXWWKHVXEVWDQFHUHPDLQVPXFKWKHVDPH+RZHYHU 7UHDNOH VD\VWKDWWKHQHZODQJXDJHRIWKH:RUOG%DQNLVZLGHQLQJWKHVSDFHIRU KXPDQULJKWVFRQVLGHUDWLRQVHYHQDVLWVSROLFLHVPDLQWDLQDWUDGLWLRQRIXQGHUPLQLQJ GHPRFUDF\DQGKXPDQULJKWV7KHYDJXHIRUPXODWLRQRI:RUOG%DQN JRRGJRYHUQDQFH



DUJXPHQWVKDUGO\DPRXQWVWRDSROLF\RISXUVXLQJKXPDQULJKWVLQGHYHORSPHQW%XWPXFKRI WKHQHZODQJXDJHRIQHROLEHUDO JRRGJRYHUQDQFH KDVEHHQGULYHQE\HIIHFWLYHDWWDFNVRQWKH FUHGLELOLW\RIQHROLEHUDOVWUXFWXUDODGMXVWPHQW,QWKHZDNHRIWKH$VLDQ)LQDQFLDO&ULVLV :DOGHQ%HOOR ZULWHVRIDFULVLVRIOHJLWLPDF\IRUWKHJOREDOJRYHUQDQFHRIWKH :72,0):RUOG%DQNDIWHUWKHKLJKSRLQWRIWKH:72 VFUHDWLRQLQ7KHUHVSRQVHWR WKHFULVLVKDVGULYHQXSWKH GRXEOHVSHDN )RUVHYHUDO\HDUV%HOORKDVDUJXHGWKDWQHROLEHUDO














SDUWQHUVKLSV DQGSULYDWHVHFWRU SDUWLFLSDWLRQV RUORDQ FRQGLWLRQDOLW\ QRZLQFRUSRUDWHGDV HOHPHQWVRI JRRGJRYHUQDQFH  7KHFRPSOH[LW\RIWKLV QHZVSHDN KDVPDGHLWPRUHLPSRUWDQWWKDWHVVHQWLDOLQWHUHVWVEH VHSDUDWHGIURPVWDWHGREMHFWLYHVDQGWKDWWKH:RUOG%DQN VPRGHORI JRRGJRYHUQDQFH LQ 3DSXD1HZ*XLQHDEHSURSHUO\DQDO\VHGDQGQRWVLPSO\WDNHQDWIDFHYDOXH%XWEHIRUH SURFHHGLQJWRWKLVDQGEHFDXVH JRRGJRYHUQDQFH LVJHQHUDOO\VHWXSDVWKHVROXWLRQWR VSHFLILFSUREOHPVZHPXVWILUVWORRNDWWKHGLIIHUHQWZD\VLQZKLFK3DSXD1HZ*XLQHD V SUREOHPVDUHVHHQ







$*UDQG'HFHLW



3DSXD1HZ*XLQHD V$VVHWVDQG3UREOHPV 3DSXD1HZ*XLQHD VVRFLRHFRQRPLFSUREOHPVFDQEHVHHQLQTXLWHGLIIHUHQWZD\VHYHQ ZKHQORRNLQJDWZKDWDSSHDUVWREHWKHVDPHSUREOHP$QGLWZRXOGEHQDLYHWRLPDJLQHWKDW DQ\DFFRXQWRIWKHFRXQWU\ VSUREOHPVFDQEH REMHFWLYH RUGHYRLGRIDVVXPSWLRQVDERXWKRZ WKHFRXQWU\PLJKWEHVWGHYHORS)RUPXODWLRQRISUREOHPVQHFHVVDULO\LQWURGXFHVVRFLDOYDOXHV DQGGHYHORSPHQWDODVVXPSWLRQV&RUUXSWLRQIRUH[DPSOHFRXOGEHVHHQHLWKHUDVD



¶







&XVWRPDU\ODQGWHQXUHVKRXOGEHVHHQDVDFHQWUDOSDUWRIWKHVHFRPPXQLW\VXSSRUWVWUXFWXUHV DQGDVRFLDODVVHWUDWKHUWKDQDSUREOHP%XVLQHVVUHSUHVHQWDWLYHVUHJXODUO\FLWHODQGWHQXUH SUREOHPVDVDSULPHREVWDFOHWRLQYHVWPHQWDQGGHYHORSPHQW3XWWLQJDVLGHIRUWKHPRPHQW WKHVHOILQWHUHVWLQWKLVFULWLFLVPDQGWDNLQJVHULRXVO\WKHQHHGWRUHJDUGODQGDVDSURGXFWLYH DVVHWZHDOVRQHHGWRUHFRJQLVHWKHHQRUPRXVGHYHORSPHQWDQGVRFLDOVHFXULW\EHQHILWVRI FXVWRPDU\ODQGWHQXUH6PDOOIDUPHUVDUHRIWHQPRUHSURGXFWLYHWKDQODUJHFDVKFURSSHUVDQG DV$QGUHZ/DNDXVD\V 



$*UDQG'HFHLW ³FXVWRPDU\ODQGWHQXUHFDQEHXQIDLUO\GHQRXQFHGIRUQRWEHLQJUHVSRQVLYHWRLQFUHDVHGSURGXFWLYLW\DQG HFRQRPLFXWLOLVDWLRQRIODQG)RUFDVKFURSSLQJDQGDJULFXOWXUDOGHYHORSPHQWWREHERRVWHGVXSSRUW VHUYLFHVDQGLQFHQWLYHVOLNHDJULFXOWXUDOLQSXWVIDYRXUDEOHSULFHSROLFLHVPDUNHWRXWOHWVDQGFUHGLW SURYLVLRQVDPRQJVWRWKHUVZLOOKDYHWREHUHDGLO\DYDLODEOH´/DNDX 



&RPPXQLW\DQGODQJXDJHGLYHUVLW\LVDEURDGHUDVVHWRIWKHHQWLUHQDWLRQDQGDYDOXHZKLFK SDUDOOHOVWKHFRXQWU\ VELRORJLFDODQGIRRGGLYHUVLW\:HVWHUQVFLHQWLVWVRIWHQUHIHUWRWKHQHHG WRSURWHFWELRORJLFDOGLYHUVLW\OHVVYDOXHLVUHFRJQLVHGLQWKHFXOWXUDODQGODQJXDJHGLYHUVLW\ RIWKHFRXQWU\ VSHRSOH,JQRUDQFHRIWKHYDOXHRIFXOWXUDODQGODQJXDJHGLYHUVLW\LVUHIOHFWHG LQ HFRQRPLF DUJXPHQWVHJIURP$XV$,' DJDLQVW WRNSOHV ORFDOODQJXDJH WHDFKLQJLQ 31* VSULPDU\VFKRROV


QDWLRQDOVRYHUHLJQW\DQGVHOIUHOLDQFH  3DSXD1HZ*XLQHDQZD\V DQGVXVWDLQDEOH GHYHORSPHQWLHIRU31* VQDWXUDOUHVRXUFHVWREHFRQVHUYHGDQGXVHGIRUWKHFROOHFWLYH EHQHILWRIXVDOODQGEHUHSOHQLVKHGIRUWKHEHQHILWRIIXWXUHJHQHUDWLRQV´



$*UDQG'HFHLW SRRUVHFXULW\WKH EUHDNGRZQLQODZDQGRUGHU SRYHUW\DQGLQHIIHFWLYH GHYHORSPHQW 


















'&DY   







3RYHUW\PHDVXUHVDUHRIWHQXQVDWLVIDFWRU\HVSHFLDOO\LQGHYHORSLQJFRXQWULHVZLWKODUJH LQIRUPDOVHFWRUV,QFRPHPHDVXUHVXVHGWRPHDVXUHLQHTXDOLW\DQGSRYHUW\LQFRXQWULHVZLWK ODUJHIRUPDOVHFWRUV DUHJHQHUDOO\LQDSSURSULDWHDVWKH\GRQRWDFFRXQWIRUWKHTXDOLW\RU RWKHUZLVH RIVXEVLVWHQFHOLIHVW\OHV7KH:RUOG%DQN EHJLQVE\XVLQJFRQVXPSWLRQ 



$*UDQG'HFHLW ILJXUHVWRGHILQHSRYHUW\LQ31*EXWWKHVHDUHQRWPXFKEHWWHUDVWKH\UHYHUWWRLQFRPHDQG H[SHQGLWXUHPHDVXUHV6LQJOHGROODUILJXUHVDUHDWWUDFWLYHIRUWKRVHZKRDWWHPSWWROLQN DJJUHJDWHJURZWKDQGDYHUDJHLQFRPHPHDVXUHVZLWK SRYHUW\UHGXFWLRQ EXWWKH\PLVVVRPH LPSRUWDQWGLVWLQFWLRQV,QP\YLHZSRYHUW\LQDFRXQWU\OLNH31*ZRXOGEHEHWWHUPHDVXUHG E\DJURXSRIUHDOQXWULWLRQKHDOWKDQGHGXFDWLRQLQGLFDWRUVVXFKDVWKRVHFRPSLOHGE\WKH 81'37KHVLQJOHILJXUHLQGH[LVDWWUDFWLYHEXWPLVOHDGLQJ







31*



,QGRQHVLD



7KDLODQG



&KLQD



9LHWQDP



 



 



 



 



 



















































































31* VVRFLDOLQGLFDWRUVWKRXJKEDGZHUHUHFHQWO\PLVUHSUHVHQWHGE\WKHIRUPHUUHJLRQDO KHDGRIWKH:RUOG%DQN,QDVSHHFKDWWKH8QLYHUVLW\RI6\GQH\.ODXV5RKODQG FODLPHGWKDW31*UDQNHGWKRQWKH81'3 V+XPDQ'HYHORSPHQW,QGLFDWRUOLVWLQJQHDU 'MLERXWLDQG&KDG,QIDFWDFFRUGLQJWRWKH81'3 V+XPDQ'HYHORSPHQW5HSRUWVIRUWKH 







GHYHORSPHQWV LQIDYRXURIWKHLQYHVWPHQWQHHGVRIIRUHLJQFRUSRUDWLRQVVXFKDV5LPEXQDQ +LMDX1HZV/LPLWHG5DPX6XJDUDQG5'7XQD7KHWKHPHRI FRQWUROOHGGHYHORSPHQW



:ROIHUV KDVUXQOLNHDWKUHDGIURPWKHFRORQLDOSHULRGWRWKHFXUUHQWGD\



)RUH[DPSOHLQ$XVWUDOLDQ)RUHLJQ0LQLVWHU%LOO+D\GHQOLQNHGGHYHORSPHQW DVVLVWDQFHWRIXWXUHSXUFKDVHVRI$XVWUDOLDQULFH$FFRUGLQJWR31* V)RUHLJQ0LQLVWHU +D\GHQH[SUHVVHGWKH$XVWUDOLDQ*RYHUQPHQW¶






 31*  $XVWUDOLD  (QJODQGDQG:DOHV  *HUPDQ\  86$  :DVKLQJWRQ'&  6RXWK$IULFD  5XVVLD  (VWRQLD  -DPDLFD  %UD]LO  5LR  6DR3DROR 6RXUFHV31*:RUOG%DQN $XVWUDOLD$,&  :DVKLQJWRQ-DPDLFD.RYDOHVNL %UD]LO%XFNOH\ RWKHUFRXQWULHV%DUFOD\DQG7DYDUHV 



%XVLQHVVRUJDQLVDWLRQVVHHPSULPDULO\SUHRFFXSLHGZLWKWKHVDIHW\DQGSURSHUW\FRQFHUQVRI IRUHLJQHUV'RQQHOO\ EXWVHFXULW\SUREOHPVLQ31*DUHQRWQHDUO\DVZLGHVSUHDGDV LPDJLQHGDQGWKHKLJKILJXUHVLQWKHPDMRUFLWLHVDUHRXWZHLJKHGE\YHU\ORZILJXUHVLQWKH 







,QHTXDOLW\ULFKHVWWRSRRUHVWFRQVXPSWLRQ ,QHTXDOLW\ULFKHVWWRSRRUHVWFRQVXPSWLRQ 6RXUFH81'3 +XPDQ'HYHORSPHQW5HSRUW



 







,IWKHULFKFDQSHUVXDGHWKHSRRUWKDWWKHUHDVRQVIRUWKHH[LVWHQFHRIDZLGHJXOIDUHOHJLWLPDWHWKH GLVVDWLVIDFWLRQZLWKWKHFRQGLWLRQRIVRFLHW\ZLOOQRWEHPDQLIHVWUHODWLYHGHSULYDWLRQZLOOEHDVSXUWR FULPHRQO\LQVRFLHWLHVZKHUHWKHMXVWLI\LQJLGHRORJ\IDLOVWRSHUVXDGHWKHUHODWLYHO\SRRUWKDWWKHLUVLWXDWLRQ LVDOWKRXJKXQIRUWXQDWHQHFHVVDU\:KHUHWKRVHZKRVWDUYHWRGHDWKDUHFRQYLQFHGWKDWWKHUHLVWUDGLWLRQDO RUUHOLJLRXVMXVWLILFDWLRQIRUWKHFDVWHVWUDWLILFDWLRQRIVRFLHW\WKH\ZLOODFFHSWWKHLUORWLQOLIHDQGGHDWK






$*UDQG'HFHLW UHDVRQWRGLVJXLVHWKHVRFLDODQGPRUDOGLPHQVLRQVRILQHTXDOLW\LQ31*7KDWLVZHFDQQRW OHJLWLPDWHO\ KLGH RUMXVWLI\JURVVLQHTXDOLW\VRDVWRGDPSHQUHVHQWPHQWDQGFULPH







7KH:RUOG%DQNVD\VWKDWFRUUXSWLRQDSSHDUVWRKDYHLQFUHDVHGFRQVLGHUDEO\RYHUWKHSDVW \HDUVFLWLQJDUHFHQWVXUYH\LQZKLFKSHUFHQWRIILUPVFODLPHGWKDWWKH\KDGWRPDNH XQRIILFLDOSD\PHQWV:RUOG%DQN 







+RZHYHUWKHIDLOXUHRIWKHVWDWHWRGHDOZLWKWKLVFRUUXSWLRQDORQJZLWKWKHODZDQGRUGHU SUREOHP PDNHVXSDQLPSRUWDQWSDUWRIWKHFODLPVWKDW31*LVDWLPPLQHQWULVNRIEHFRPLQJ D IDLOHGVWDWH ,WLVQRWLPPHGLDWHO\FOHDUZKDWWKLVRPLQRXVVXJJHVWLRQPHDQVEXWWKHQRWLRQ KDVEHHQSLFNHGXSDQGUHSHDWHG6RPH$XVWUDOLDQZULWHUVKDYHPDGHDODUPLVWFODLPVWKDW



JRYHUQPHQWFROODSVH DQGD IDLOHGVWDWH LQ31*FRXOGSRVHDWKUHDWWR$XVWUDOLDQVHFXULW\ 



$*UDQG'HFHLW EHFDXVHRIDGUXJVIRUDUPVWUDGHDQGVXSSRVHGWHUURULVWRSSRUWXQLWLHV:LQG\EDQNDQG 0DQQLQJ %XWZKLOHWKHUHLVVRPHHYLGHQFHRIWKHIRUPHULQDPLQRUZD\ WKHUHLV QRQHRIWKHODWWHU7KHQRWLRQRID IDLOHGVWDWH LQWHUQDWLRQDOO\KDVEHHQLQUHODWLRQWR FROODSVLQJDQGGLVVROYLQJVWDWHVDQGKDVLQGHHGEHHQOLQNHGWRSUREOHPVRILQWHUQDWLRQDO VHFXULW\UDLVLQJWKHTXHVWLRQRILQWHUQDWLRQDOLQWHUYHQWLRQ7K�UHU 







LGHDKDVEHHQOLQNHGWRWKHFORVXUHRIPLQHVRLOSLSHOLQHVDQGIHDUVIRUIRUHLJQHUVFRQYHUVHO\









QDWLRQDOJRDOVDQGGLUHFWLYHSULQFLSOHV ERWKWKH$XVWUDOLDQ*RYHUQPHQWDQGWKH:RUOG%DQN KDYHGHPDQGHGDQH[SRUWGULYHQDSSURDFKWRGHYHORSPHQW7KLVKDVEHHQDVSHFWDFXODU IDLOXUHLQ31*7KHFRXQWU\KDVKDGSKHQRPHQDOVXVWDLQHG VXFFHVV DVDUHVRXUFHH[SRUWHU EXWWKLVKDVQRWKHOSHGPRVW31*SHRSOH%HWZHHQDQG31* VDYHUDJHDQQXDO H[SRUWJURZWKUDWHZDVDPDVVLYHZKLOHLPSRUWVRQO\JUHZDWDQDYHUDJH:RUOG %DQN ([SRUWJURZWKIHOOLQWKHVEXWWKURXJKRXWWKHVDQGVH[SRUWV UHPDLQHGDWYHU\KLJKOHYHOVFRQVLVWHQWO\ZHOODERYHRI*'3VHH7DEOH 7KHUHDUH 



$*UDQG'HFHLW IHZFRXQWULHVLQWKHZRUOGZLWKWKHH[FHSWLRQRIVRPHRLOH[SRUWHUVDQGRWKHUSRRUFRXQWULHV XQGHU6WUXFWXUDO$GMXVWPHQW3URJUDPV ZLWKWKLVOHYHORIH[SRUWSHUIRUPDQFH,Q FRQYHQWLRQDOWHUPVWKLVVKRXOGKDYHEHHQDZRUOGFODVVVXFFHVVVWRU\RIH[SRUWRULHQWHG GHYHORSPHQWEXWLWZDVQRW



















     



OLIHH[SHFWDQF\      



$XVWUDOLD *HUPDQ\ ,UHODQG 2(&'DY 3DSXD1HZ *XLQHD    1LJHULD    $QJROD    'HYHORSLQJ FRXQWU\DY 6RXUFH81'3 +XPDQ'HYHORSPHQW5HSRUW



        



LQIDQWPRUWDOLW\ ∆        



        



        



∆        






$*UDQG'HFHLW FURSSLQJDQGPRUHDSSURSULDWHLQYHVWPHQWIRUH[DPSOHLQYHVWPHQWLQFRPPXQLW\ LQGXVWULHVHGXFDWLRQWRXULVPGHYHORSPHQWDQGLQIUDVWUXFWXUH WKDWVXSSRUWVDQGPDLQWDLQV WKHFRXQWU\ VFRPPXQLW\VXSSRUWVWUXFWXUHVLWVFRPPXQLW\DQGODQJXDJHGLYHUVLW\LWV ELRORJLFDODQGIRRGGLYHUVLW\DQGWKHVRXQGGHYHORSPHQWJRDOVDQGIRUPDOFRPPXQLW\ULJKWV HQVKULQHGLQLWVFRQVWLWXWLRQ







$*UDQG'HFHLW






0LVVLRQ6WDWHPHQW FXUUHQWREMHFWLYHV 2XUGUHDPDZRUOGIUHHRISRYHUW\ZHFDQJLYH RXUFKLOGHQDPRUHSHDFHIXODQGHTXLWDEOHZRUOG



3URPRWHSULYDWHIRUHLJQLQYHVWPHQWDQG VXSSOHPHQWSULYDWHLQYHVWPHQW$UWLFOH (QFRXUDJLQJLQWHUQDWLRQDOLQYHVWPHQWWR SURPRWHJURZWKRILQWHUQDWLRQDOWUDGHDQG HTXLOLEULXPLQ%R3$UW 2ULJLQDOPHPEHUVDUH,0)PHPEHUVQDWLRQVWDWH



VKDUHKROGHUV $UW 3ROLWLFDODFWLYLW\E\WKH:%LVSURKLELWHG$UW  WKLVPD\H[FOXGHPDQ\FLYLODQGSROLWLFDO KXPDQULJKWVLVVXHV



7RILJKWSRYHUW\ZLWKSDVVLRQDQGSURIHVVLRQDOLVP IRUODVWLQJUHVXOWV7RKHOSSHRSOHKHOSWKHPVHOYHV WRUHGXFHSRYHUW\DQGLPSURYHOLYLQJVWDQGDUGV WKURXJKVXVWDLQDEOHJURZWKDQGLQYHVWPHQWLQ SHRSOH FRPPXQLWLHVDUH VWDNHKROGHUV LQ:RUOG%DQN SURJUDPV 6XSSRUWIRUKXPDQULJKWVHGXFDWLRQRIZRPHQ HQYLURQPHQWDOSURWHFWLRQFRPPXQLW\ HPSRZHUPHQW JRRGJRYHUQDQFH HWF



6RXUFH:RUOG%DQN  $UWLFOHVRI$JUHHPHQW ZZZZRUOGEDQNRUJ :RUOG%DQN  $ERXWWKH:RUOG%DQN*URXS ZZZZRUOGEDQNRUJ



















$*UDQG'HFHLW FRQVLVWHQWZLWKWKHSURPRWLRQRISULYDWHIRUHLJQLQYHVWPHQW,WVFRQVWLWXWLRQDOVREDUVLWIURP



SROLWLFDO DFWLYLWLHVZKLFKKDYHEHHQWDNHQWRPHDQHQJDJHPHQWZLWKPDQ\KXPDQULJKWV FRQFHUQVVXUURXQGLQJLWVRZQDFWLYLWLHV,QVWHDGWKH:RUOG%DQNFODLPVWKDWLWVFDSLWDO OLEHUDOLVDWLRQSURJUDPVZKLFKDUHPDGHDFRQGLWLRQRIDOOLWVOHQGLQJ DFWXDOO\SURGXFHJRRG KXPDQULJKWVUHVXOWV7KHYDULHW\RIFODLPVDERXWZKDWWKH:RUOG%DQNUHDOO\VWDQGVIRU PDNHVDPRUHFDUHIXOH[DPLQDWLRQGHVLUDEOH







7KH:RUOG%DQN VFODLPWKDWLWSURPRWHVDPRGHORI JRRGJRYHUQDQFH KDVWREHUHDGDJDLQVW LWVWZRGHFDGHKLVWRU\RI6WUXFWXUDO$GMXVWPHQW3URJUDPVLQFOXGLQJWKH6$3VLQ31*,Q 6HSWHPEHUWKH,0)DQG:RUOG%DQNUHQDPHGWKHLU6$3V 3RYHUW\5HGXFWLRQ6WUDWHJLHV  EXWLQGHSHQGHQWREVHUYHUVUDSLGO\FRQFOXGHGWKDWWKHUHKDGEHHQQRJUHDWFKDQJHLQWKH VXEVWDQFHRIWKHVHSURJUDPV7KH:RUOG'HYHORSPHQW0RYHPHQW LQ/RQGRQ FRQFOXGHGWKDWWKHSROLF\FRQWHQWRI356VGRHVQRWFRQVWLWXWHDPDMRUFKDQJHIURPWKHSDVW DQGWKDWWKLVZDVSDUWLFXODUO\ZRUU\LQJJLYHQWKHVXEVWDQWLDOERG\RIHYLGHQFHVKRZLQJWKDW 6WUXFWXUDO$GMXVWPHQW3URJUDPPHVGLGQRWUHGXFHSRYHUW\7KH,0)UHQDPHGLWV(QKDQFHG 6WUXFWXUDO$GMXVWPHQW)DFLOLW\WKH3RYHUW\5HGXFWLRQDQG*URZWK)DFLOLW\EXWD UHSRUWIURPWKH86*HQHUDO$FFRXQWLQJ2IILFHWRWKH86&RQJUHVVFRQFOXGHGWKDWWKH,0) V QHZSURJUDPGLIIHUVOLWWOHIURPLWVSUHYLRXVSURJUDP*$2  6WUXFWXUDO$GMXVWPHQW3URJUDPV6$3V ZHUHDVVRFLDWHGZLWKORDQVIURPWKH,0)DQGWKH :RUOG%DQNHVSHFLDOO\VLQFHWKHGHEWFULVLVRIWKHHDUO\VHJ$UJHQWLQD0H[LFR %UD]LO*KDQD1LJHULD EXWDOVRLQ(DVWHUQ(XURSHLQWKHHDUO\VDQGGXULQJWKH$VLDQ &ULVLVRI7KDLODQG,QGRQHVLD6RXWK.RUHD 6$3VLPSRVHFRQGLWLRQVRQVKRUWWHUP KDUGFXUUHQF\ORDQV,0) RUORQJHUWHUPORDQV:RUOG%DQN $FRPELQDWLRQRIVLPLODU FRQGLWLRQVLQFOXGLQJGHWDLOHGVFUXWLQ\RIDOOJRYHUQPHQWSROLFLHVZLOOEHHQIRUFHGWKURXJK PHPRUDQGDRIDJUHHPHQW OHWWHUVRILQWHQW DQGWKHJUDGXDOUHOHDVHRIIXQGV7KHVHFRQGLWLRQV W\SLFDOO\LQFOXGH y 5HPRYDORISULFHVXEVLGLHVDQGSULFHFRQWUROV y 'HHSFXWVLQWDULIIVDQGRWKHUWUDGHFRQWUROV y ,PPHGLDWHGHYDOXDWLRQRIWKHFXUUHQF\DQGOLEHUDOLVDWLRQRIIRUHLJQH[FKDQJHFRQWUROV y 3URPRWLRQRIH[SRUWLQGXVWULHV y +LJKLQWHUHVWUDWHVWRSUHYHQWLQIODWLRQDQGDWWUDFWIRUHLJQFDSLWDO y 5HGXFWLRQRIJRYHUQPHQWVHUYLFHVDQGDVKLIWWR SULYDWHVHUYLFHSURYLVLRQ DQG SXEOLFSULYDWH SDUWQHUVKLSV LQVRPHLQIUDVWUXFWXUH 



$*UDQG'HFHLW y 3ULYDWLVDWLRQRISURILWDEOHVWDWHRZQHGHQWHUSULVHV























7KHPRUHLQGHSHQGHQWFULWLFVRIVWUXFWXUDODGMXVWPHQWJRIXUWKHUWKDQWKLV5HSRUWLQJIRUWKH 81&RPPLVVLRQHUIRU+XPDQ5LJKWV3URIHVVRU)DQWX&KHUX FRQFOXGHGWKDWFRXQWULHV XQGHU6$3VKDYHSUHWW\PXFKFHGHGWKHLUVRYHUHLJQW\WRWKH,0)DQGWKH:RUOG%DQN 6$3VLQYROYHG IRUFLEOHOLEHUDOLVDWLRQ DQGWKHLUPRVWFUXFLDOLPSDFWKDGEHHQ RQWKHUROHRIWKHVWDWHLQQDWLRQDOGHYHORSPHQWWKH6WDWHQRORQJHUDFWVDVDEXIIHUDJDLQVWWKHZRUOG HFRQRP\EXWSOD\VDQLQWHJUDOUROHLQIDFLOLWDWLQJJOREDOLVDWLRQ&KHUX 



















/LIHH[SHFWDQF\DWELUWK        



:RUOG$YHUDJH 2(&'DYHUDJH 'HYHORSLQJFRXQWU\DYHUDJH



 



 



 =DPELDRYHU:%ORDQVVLQFHWKHV  =LPEDEZHRYHU:%SURMHFWORDQVVLQFH  %RWVZDQD:%SURMHFWORDQVVLQFH  8JDQGDRYHU:%SURMHFWORDQVVLQFH  0R]DPELTXH:%SURMHFWORDQVVLQFH 81'3 +XPDQ'HYHORSPHQW5HSRUW7DEOHZZZXQGSRUJ :RUOG%DQNE 3URMHFWVKWWSZZZZRUOGEDQNRUJVSURMHFWV



    



5XVVLDRYHU:%SURMHFWORDQVVLQFH 8NUDLQHRYHU:%SURMHFWORDQVVLQFH











$*UDQG'HFHLW



7KH:RUOG%DQNDQG *RRG*RYHUQDQFH







0DQ\RIWKH%DQN VORDQVKDGVLJQLILFDQWFRQVHUYDWLRQLPSOLFDWLRQV2IWKHORDQVEHWZHHQ DQG86ZDVGLUHFWO\UHODWHGWRIRUHVWU\86PIRUWKHODQG PRELOLVDWLRQSURMHFWZKLFKDIIHFWHGIRUHVWVZKLOH86PZDVIRUDJULFXOWXUHPDLQO\ FDVKFURSSLQJZKLFKLQGLUHFWO\DIIHFWV31* VIRUHVWV7KHDQQXDO:RUOG%DQNLQFRPHRQWKH IRUHVWU\ORDQVRI86PDW ZRXOGEHPRUHWKDQ86PLOOLRQ :KDWWKH%DQNVD\VDERXWLWV JRRGJRYHUQDQFH



(YHQWKRXJKWKH:RUOG%DQNKDVDFRQVWLWXWLRQDOEDQRQ SROLWLFDODFWLYLW\ $UWLFOH LW KDVQRWEHHQVK\DERXWH[SUHVVLQJVWURQJYLHZVDQGPDNLQJVWURQJGHPDQGVRYHUJRYHUQDQFH LQFOXGLQJSROLWLFDOOHJDODQGFRQVWLWXWLRQDOFKDQJHV:RUOG%DQN5RKODQG  7KH%DQN VVXJJHVWHGSUREOHPVEHJLQZLWKVHFXULW\DQGFRUUXSWLRQLVVXHVEXWLWVSURSRVHG VROXWLRQVW\SLFDOO\EHJLQZLWKHFRQRPLFPHDVXUHV&RPPHQWLQJWKDWVRFLDOFDSLWDO>WUXVW@LV IUDJPHQWHGDQGWKHVWDWHKDVIRXQGHUHGLQ31*:RUOG%DQN[LL WKH%DQN VILUVW 















JRYHUQDQFH ZKLFKGUDZVRQLWVWUDLQLQJSURJUDPVLQ FRUSRUDWHJRYHUQDQFH +HUHWKH%DQN KLJKOLJKWVWKHUROHRIILQDQFHWKHSRZHURIPXOWLQDWLRQDOVDQGWKHUROHRISULYDWHFRPSDQLHV DWWKHFHQWUHRI JRYHUQDQFH LQFRQWHPSRUDU\VRFLHW\&KDOOHQJHVIRUWKLV JRYHUQDQFH LQDQ LQFUHDVLQJO\ ERUGHUOHVVZRUOG LQFOXGHWKHQHHGWRLQWURGXFHPHDVXUHVIRUEXVLQHVVVXFFHVVWR DFNQRZOHGJHUHVSRQVLELOLW\WRZDUGV VWDNHKROGHUV DQGWREHDFFRXQWDEOHWR VKDUHKROGHUV  &RUSRUDWLRQVPXVWEHFUHDWLYHDQGKDYHDORQJHUWHUPYLVLRQZKLFKLQFOXGHVQRWLRQVRI 



$*UDQG'HFHLW VWHZDUGVKLSDQGPDQDJHPHQW$FFRXQWDELOLW\LVWR RZQHUV LHSULYDWHVKDUHKROGHUV EXW VWHZDUGVKLSLQYROYHVFRPPXQLFDWLRQVNLOOVVXVWDLQLQJUHSXWDWLRQDQGGHYHORSLQJ UHODWLRQVKLSVZLWK VWDNHKROGHUV LHDIIHFWHGFRPPXQLW\JURXSV .LQJ 







0HDVXUHVDJDLQVWFRUUXSWLRQZKLFKSOD\DELJSDUWLQ:RUOG%DQNFULWLTXHVDUHRQO\DVPDOO SDUWRILWVEURDGHUYLHZRI JRYHUQDQFH 






$*UDQG'HFHLW



 ,QWHUSUHWLQJ:RUOG%DQN JRRGJRYHUQDQFH







,RXWOLQHKHUHDPRGHOZKLFKGLVWLQJXLVKHV FRUH IURP YHQHHU SULQFLSOHVLQWKH:RUOG%DQN OH[LFRQRI JRRGJRYHUQDQFH 7KH FRUH SULQFLSOHVDUHWKRVHSULPDU\PRWLYDWRUVZKLFKPD\DW WLPHVEHGLVJXLVHGEXWZKLFKSOD\WKHGRPLQDQWUROHLQ:RUOG%DQNRSHUDWLRQV7KH\DUH EDFNHGE\WKH%DQN VFRQVWLWXWLRQLWVHFRQRPLFOLEHUDOLGHRORJ\DQGWKHVWUDWHJLFLQYHVWPHQW DQGWUDGHLQWHUHVWVRILWVPDMRUVKDUHKROGHUV:HFDQVHHVWURQJHYLGHQFHRIWKHRSHUDWLRQRI WKHVHFRUHSULQFLSOHVLQUHFHQW%DQNKLVWRU\SDUWLFXODUO\WKH6WUXFWXUDO$GMXVWPHQWQRZ



3RYHUW\5HGXFWLRQ 3URJUDPVDFURVVWKHJOREH7KHVHFRUHSULQFLSOHVDUHEDFNHGE\DQ HFRQRPLFOLEHUDORU QHROLEHUDO EHOLHIV\VWHPZKLFKOHQGVWKHPVRPHFRKHUHQFH7KH



YHQHHU SULQFLSOHVDUHWKRVHVHFRQGDU\SULQFLSOHVZKLFKDUHZHDNDQGFRPSURPLVHGDQG ZKLFKKDYHEHHQJUDIWHGRQWRWKHFRUHDUHSRRUO\DUWLFXODWHGDQGRQO\YLDEOHLIFRQVLVWHQW ZLWKRUFRQVHTXHQWLDOWRSXUVXLWRIWKHFRUHSULQFLSOHVEXWZKLFKRIWHQFRQIOLFWZLWKFRUH SULQFLSOHV 7DEOH$PRGHORI:RUOG%DQN JRRGJRYHUQDQFH



%HOLHIV\VWHP &RUHSULQFLSOHV 9HQHHUSULQFLSOHV SULYDWHJDLQ IRUPDOGHPRFUDF\ SDUWLFLSDWLRQRIFLYLO !SXEOLFJRRG VRFLHW\ SULYDWLVDWLRQRISXEOLF SRYHUW\UHGXFWLRQ DQGFRPPXQLW\DVVHWV LQGLVFULPLQDWH EURDG UHGXFHGUHJXODWLRQRI HQYLURQPHQWDOSURWHFWLRQ EDVHG HFRQRPLFJURZWK SULYDWHIRUHLJQLQYHVWRUV !VRFLDOSURJUHVV UHGXFWLRQLQVKDUHG DQWLFRUUXSWLRQDQG SXEOLF VHUYLFHV LQVWLWXWLRQDOVWUHQJWKHQLQJ UHPRYDORISULFHDQG WUDQVSDUHQF\DQG ZDJHFRQWUROV DFFRXQWDELOLW\ 7$







$*UDQG'HFHLW SDUWLFLSDWLRQRIFLYLOVRFLHW\LL SRYHUW\UHGXFWLRQLLL HQYLURQPHQWDOSURWHFWLRQLY DQWLFRUUXSWLRQDQGLQVWLWXWLRQDOVWUHQJWKHQLQJDQGY WUDQVSDUHQF\DQGDFFRXQWDELOLW\7R WKLVYHQHHUOLVWZHFRXOGDGG ODQGULJKWV EXWKHUHWKH:RUOG%DQNKDVFRUUXSWHGWKHPHDQLQJ RIWKLVFRQFHSWVRFRPSOHWHO\WKDWWKLVDFWRIGHFHLWGHVHUYHVVSHFLDOWUHDWPHQW7KH FRUH DQG







HJ6DPXHOVRQHWDO3DUW)RXU 0RVWSROLWLFDOIRUPXODWLRQVDUHHYHQPRUHFUXGHDQG SROLFLHVIDYRXULQJLQGLVFULPLQDWHJURZWKZKLFKJHQHUDOO\VXLWWKHLQWHUHVWVRIODUJHSULYDWH LQYHVWRUV UHHPHUJHDVDVXSSRVHGFHQWUDOLQGLFDWRURIVRFLDOZHOIDUH ,QWKLVSURFHVVWKHRUWKRGR[YLHZLJQRUHVPDQ\JRRGFULWLFDOWH[WVHJ:DULQJ-DFREV (FNHUVOH\+DPLOWRQ ZKLFKKDYHSRLQWHGRXWWKHPXOWLSOHSUREOHPVRIWKH







SRYHUW\UHGXFWLRQ LQGHYHORSLQJFRXQWULHV ZHUHGLVFUHGLWHGLQWKHVDQGVEXWWKH\ FODLPDQHZSDUDGLJPZKLFKWKDWWKH\VD\LVLQFUHDVLQJO\DFFHSWHGLQPXFKRIWKHZRUOG WKH:DVKLQJWRQFRQVHQVXV DQGZKLFKHPSKDVLVHV PDUNHWEDVHGSROLF\IXQGDPHQWDOVILVFDOGLVFLSOLQHLVDFUXFLDOSUHFRQGLWLRQIRUJURZWKJURZWKLVEHVW DGYDQFHGWKURXJKPDUNHWVUDWKHUWKDQVWDWHLQWHUYHQWLRQDQGWKURXJKRSHQHFRQRPLHVDQGH[SRUWSURPRWLRQ UDWKHUWKDQLPSRUWVXEVWLWXWLRQDQGLQGXVWULDOSROLFLHV*ZLQDQG1HOVRQ 



7KLVUHDOO\LVOLWWOHPRUHWKDQDUHFRQVWUXFWHGLQGLVFULPLQDWHJURZWKVWUDWHJ\:KHQOLQNHGWR WKHHFRQRPLFOLEHUDOEHOLHIWKDWSULYDWHSURILWZLOOXQGHUSLQSXEOLFJRRGRIWHQPDNLQJXVHRI WKHWKFHQWXU\ LQYLVLEOHKDQG LGHDRI6FRWWLVKSKLORVRSKHU$GDP6PLWK VWUDWHJLHV IRFXVVHGRQHFRQRPLFJURZWKEHFRPHDUHFLSHIRUSULYLOHJLQJODUJHFRUSRUDWLRQV7KHOLQNLQJ RISULYDWHSURILWWRSXEOLFJRRGDOVREHJLQVWKHFRUURVLYHSURFHVVRIXQGHUPLQLQJVKDUHG FRPPXQLW\LQVWLWXWLRQVDQGEOXUULQJWKHLPSRUWDQWLVVXHRI FRQIOLFWRILQWHUHVW LQSXEOLF DIIDLUV











IRVWHUVLQYHVWPHQWDQGHQKDQFHVSURGXFWLYLW\DQGKHOSVWRHPSRZHUSRRUSHRSOHWRSDUWLFLSDWHLQHFRQRPLF RSSRUWXQLWLHVDQGLQVRFLHW\PRUHJHQHUDOO\:RUOG%DQN 



:KDWWKLVPHDQVLQSUDFWLFHLVWKDWODQGDVWKHFHQWUDOFRPPXQLW\DVVHWRIPDQ\PDQ\ JHQHUDWLRQVDQGWKHSULPHPHDQVRIVXUYLYDOVKRXOGEHPRUWJDJHGRUH[FKDQJHGIRUVRPH VKRUWWHUPGROODUVRUSUL]HGFRPPRGLWLHVHJYHKLFOHV ZKLFKZLOOFHUWDLQO\EHJRQHLQDIHZ \HDUV,QWKHVKRUWWHUPVXFKH[FKDQJHVZLOOLQGHHGFRQWULEXWHWRJURZWKDQGSULYDWHSURILWV +RZHYHUWKH:RUOG%DQN V ODQGPRELOLVDWLRQ SURJUDPVLQWKHVUHJLVWUDWLRQDVD SUHFXUVRUWRWUDGHGULJKWV SURYRNHGDKXJHUHDFWLRQIURP31*FRPPXQLWLHVVHULRXVO\ GDPDJLQJWKH%DQN VFUHGLELOLW\LQ31*5%UXQWRQ 







$*UDQG'HFHLW FRPPXQLW\SUHVVXUHWKDWEHDWEDFNWKHPRYHVWRSULYDWLVHPDQ\RI31* VFROOHFWLYHDVVHWV EXWSODQVDUHVWLOOLQSODFHIRUWKHSULYDWLVDWLRQRI7HOLNRP$LU1HZ*XLQHDWKH3RVW2IILFH DQGRWKHUHVVHQWLDOVHUYLFHV3DUNRSV 







'HVSLWHWKLVWKH:RUOG%DQNGRHVQRWVHHPWRKDYHFRPSODLQHGDERXWWKH31* *RYHUQPHQW VSUDFWLFHRIJUDQWLQJWD[H[HPSWLRQVWRIRUHLJQFRPSDQLHVZKLFKWDNHPXFKEXW FRQWULEXWHOLWWOHWR31*HJWKH5'7XQDRSHUDWLRQVLQ0DGDQJ (YHQWKRXJKIRUHLJQ LQYHVWPHQWLVDUJXHGDVDPHDQVWRZDUGVJURZWKDQGWULFNOHGRZQ SRYHUW\UHGXFWLRQ LWLV FOHDUWKDWWKH:RUOG%DQNIDYRXUVIRUHLJQLQYHVWRUDFFHVVRYHUJURZWK:KLOH&KLQD V HFRQRPLFJURZWKIDUH[FHHGVWKDWRI$XVWUDOLDRYHUWKHSDVWGHFDGH:RUOG%DQNDQDO\VHV 



$*UDQG'HFHLW SODFH$XVWUDOLDZHOODKHDGRI&KLQDLQDKLHUDUFK\RI JRRGJRYHUQDQFH $XVWUDOLDLVUDQNHG LQDJURXSRI JRRGJRYHUQDQFH FRXQWULHVZKLOH&KLQDLVUDQNHGLQDJURXSODEHOHG SRRU JRYHUQDQFH 31*LVUDQNHGDVKDYLQJ IDLUJRYHUQDQFH QRWEHFDXVHLWLVDPRUHVWDEOHRU VXFFHVVIXOV\VWHPEXWEHFDXVHRIWKHORZHUUHJXODWRU\ EDUULHUV WRIRUHLJQLQYHVWRUV+XWKHU DQG6KDK 



















:HNQRZWKDWWKH:RUOG%DQN VFODLPHGFRPPLWPHQWWRWKHSDUWLFLSDWLRQRIFLYLOVRFLHW\ LQ GHYHORSPHQWSODQQLQJLQ31*LVZHDNDQGFRPSURPLVHGEHFDXVHPDQ\:RUOG%DQN SURJUDPVKDYHHQRUPRXVO\DQWDJRQLVHGWKDWFLYLOVRFLHW\,QUHFHQW\HDUVWKH:RUOG%DQNKDV QRWHYHQPDGHPXFKRIDQHIIRUWWRVWUHVVWKHSDUWLFLSDWLRQRI31*FLYLOVRFLHW\SUREDEO\ EHFDXVHRIWKHEDWWHULQJLWKDVUHFHLYHGIURPWKDWVDPHFLYLOVRFLHW\RYHULWVSULYDWLVDWLRQDQG






UHJLVWUDWLRQ DQGSULYDWLVDWLRQ+HDOVRREVHUYHVWKDWWKH:RUOG%DQNYLHZVHHPVWRVHH GHYHORSPHQWDVRQO\FRPLQJIURPRXWVLGHWKHFRXQWU\$OPRVWDOO%DQNFRQVXOWDQWVDUH IRUHLJQDQGVNLOOHGORFDOSHRSOHDUHUDUHO\XVHG3DUNRSV  7KH$XV$,'YLHZKDVEHHQVLPLODU7KH$XV$,'DSSURDFKWRJRYHUQDQFHLQ31*KDVEHHQ



EURDGHQHG IURPIXQGLQJIRUSROLFHDQGSULVRQVWRLQFOXGHSXEOLFVHFWRUUDWLRQDOLVDWLRQDQGD IRFXVRQVWUHQJWKHQLQJV\VWHPVIRUWKHSURWHFWLRQRILQGLYLGXDOVULJKWVDQGIUHHGRPV $XV$,' 7KLVIRUPXODWLRQDOVRLJQRUHVFRPPXQLW\ULJKWV :HDOVRNQRZWKDWWKH:RUOG%DQN VFODLPHGFRPPLWPHQWWRSRYHUW\UHGXFWLRQ LVZHDNDQG FRPSURPLVHGEHFDXVHLWLVGHSHQGHQWRQWKH%DQN VH[SRUWRULHQWHGLQGLVFULPLQDWHJURZWK VWUDWHJ\WLHGWRSULYDWHIRUHLJQLQYHVWPHQW7KLVDSSURDFKKDVEHHQDVKRZFDVHIDLOXUHLQ 


















FRILQDQFLQJ RIZDWHULQIUDVWUXFWXUHDQGLQWKHGHYHORSPHQWRIPDULQHLQGXVWULHV&RVWHOOR  7KHKLVWRU\RI:RUOG%DQNSURJUDPVLVOLWWHUHGZLWKHQYLURQPHQWDOGHVWUXFWLRQ7KH %DQN VRZQHYDOXDWLRQVIRUH[DPSOHSRLQWRXWWKDWLWVILQDQFLDOEDFNLQJIRUPRUHWKDQKDOID 










7KHHQYLURQPHQWDOLPSOLFDWLRQVRIWKLVSULYDWLVLQJDSSURDFKWRODQGWLWOHVKRXOGEHREYLRXV 7UDGLWLRQDOFXVWRGLDQVRIODQGDUHQRUPDOO\IDUEHWWHUDWHQVXULQJVXVWDLQDEOHXVHDQGWKH PDLQWHQDQFHRIORFDOHFRV\VWHPVH[FHSWZKHQWKH\KDYHEHHQERXJKWRXWRUPLVOHG WKDQWKH ODUJHUHVRXUFHH[WUDFWLQJLQGXVWULHV (QYLURQPHQWDOSURWHFWLRQ IRUWKH:RUOG%DQNSULPDULO\ UHSUHVHQWVDPHDQVRIOHJLWLPLVLQJWKHVHVDPH H[SRUWRULHQWHG LQGXVWULHVDQGRIFODLPLQJWKDW ODUJHVFDOHORJJLQJDQGPLQLQJFDQEH WZHDNHG WREHHFRORJLFDOO\VHQVLWLYHDQGVXVWDLQDEOH 







,Q31*WKH%DQNKDVXUJHGVHYHUDODQWLFRUUXSWLRQWDFWLFVILUVWSXEOLFVHFWRUUHIRUPJUHDWHU DFFRXQWDELOLW\EXWDOVRSHUIRUPDQFHLQFHQWLYHHOHPHQWVLQSXEOLFVHFWRUZDJHV VHFRQG UHGXFLQJH[HFXWLYHGLVFUHWLRQLQILQDQFLDODGPLQLVWUDWLRQWKLUGFUHDWLQJDQGVWUHQJWKHQLQJ SXEOLFZDWFKGRJRUJDQLVDWLRQVIRXUWKLQFUHDVLQJDQGHQIRUFLQJWKHSHQDOWLHVIRUFRUUXSW DFWLYLWLHVDQGILIWKVRPHIRUPRIVRFLDOPDUNHWLQJZKLFKLWLVKRSHGPLJKWLQIOXHQFHVRFLDO DWWLWXGHVWRFRUUXSWSUDFWLFHV:RUOG%DQN  


%XWLWLV%DQNFXOWXUHUDWKHUWKDQSDUWLFXODUVFDQGDOVZKLFKKDVDJJUDYDWHGFRUUXSWLRQDURXQG %DQNILQDQFHV$IWHUDOO:RUOG%DQNILQDQFHW\SLFDOO\LQYROYHVWKHGLVWULEXWLRQRI VHHG















³WRDVVHUWDQGSURWHFWWKHLPPXQLWLHVRIWKHRIILFLDOVRIWKH :RUOG%DQN´WKLVZDVOLNHO\WRDIIHFWWKHSUHVHQFHRIWKH%DQNLQ31*+RZHYHU &RPPLVVLRQHU&\SULDQ:DURNUDDSSHDOHGWRWKH%DQNWR KHOSHVWDEOLVKWKHIDFWVLQWKLVFDVH7KH:RUOG%DQNSOD\HGDQLPSRUWDQWUROHLQWKH31*%&VDOHDQGDQ\ HYLGHQFHWKH\JLYHZLOOEHYDOXDEOHLQGHFLGLQJWKHRXWFRPH7KH1DWLRQDO 



)RUPHU%DQNRIILFLDO'DQ:HLVHGLGJLYHHYLGHQFHWRWKH&RPPLVVLRQRI,QTXLU\DVKHKDG MXVWWDNHQRQDKLJKSD\LQJFRQVXOWDQF\ZLWKWKH31**RYHUQPHQW7KH1DWLRQDOE  %XWWKH%DQNDSSHDUVWREHOHDQLQJRQLWVSULYLOHJHGVWDWXVDQGXQZLOOLQJWRVXEMHFW LWVHOIWRWKHVFUXWLQ\RID31*SXEOLFLQTXLU\7KLVLVKDUGO\WUDQVSDUHQF\ 



$*UDQG'HFHLW











$*UDQG'HFHLW



7DEOH:RUOG%DQN)RUHVWU\/RDQVWR31* )RUHVWU\UHODWHGORDQV



6WUXFWXUDO$GMXVWPHQW/RDQ (FRQRPLF5HFRYHU\3URJUDP/RDQ *RYHUQDQFH3URPRWLRQ$GMXVWPHQW/RDQ  )RUHVW\DQG&RQVHUYDWLRQ3URMHFW



IRUHVWU\



RIP RIP RIP RI P >DQRWKHU P@



>)&3IXQGVZHUHPDWFKHGE\DQHTXDO DPRXQWIURPWKH*()@



86PLOOLRQ
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*RYHUQDQFHKDVEHHQSDUWLFXODUO\SRRULQWKHDUHDRIIRUHVWU\ZLWKWKHVLGHHIIHFWRISURPRWLQJFRUUXSW SUDFWLFHVDQGXQGHUPLQLQJHQYLURQPHQWDOVXVWDLQDELOLW\LQORJJLQJDFWLYLWLHV7KH*RYHUQPHQWLVFRPPLWWHG WRLQWURGXFLQJDPRUDWRULXPRQDOOQHZIRUHVWU\OLFHQVHVH[WHQVLRQVDQGFRQYHUVLRQVDQGWRSURFHHGZLWKD UHYLHZRIDOOH[LVWLQJOLFHQVHVWRHQVXUHWKDWSURSHUSURFHGXUHVDUHIROORZHGWKDWORJJLQJSUDFWLFHVDUHQRW FDUULHGRXWLQDQXQVXVWDLQDEOHZD\DQGWKDWODQGRZQHUVJHWWKHLUIDLUVKDUHRIEHQHILWVIURPUHVRXUFHXVH 0RUDXWD 



7KHVHPRYHVZHUHVWURQJO\VXSSRUWHGE\FRPPXQLW\JURXSV7KHPRUDWRULXPZDVSXWLQWR SODFHLQDQGWKH,QGHSHQGHQW)RUHVWU\5HYLHZSXWRXWLWVUHSRUWLQ+RZHYHU FRPPXQLW\JURXSVZHUHGLVDSSRLQWHGZLWKWKHRXWFRPHVRIWKH5HYLHZVD\LQJWKDWDOWKRXJK LWFRQILUPHGPDQ\RIWKHLUFRQFHUQVDQGKDGVRPHSRVLWLYHPHDVXUHVLWKDGIDLOHGWRGHDO ZLWKWKHVHULRXVSUREOHPVXQFRYHUHGE\WKHUHYLHZWRSURYLGHIRUSURSHUDGYLFHWR ODQGRZQHUVWRSURYLGHIRUSURSHUUHPHGLDWLRQWRWDNHIXOODFFRXQWRIWKHHQYLURQPHQWDO VWXGLHVDQGWRSURYLGHIRURQJRLQJUHYLHZDQGYHULILFDWLRQ 



$*UDQG'HFHLW 7KHOLNHO\UHVXOWRIWKHVHIDLOLQJVLVWKDWXSWRPLOOLRQKHFWDUHVRISULVWLQHIRUHVWZLOOEHDOORFDWHGIRUODUJH VFDOHORJJLQJZLWKRXWWKHLQIRUPHGFRQVHQWRIWKHODQGRZQHUV7KHORJJLQJZLOOKDYHPDVVLYHGHWULPHQWDO VRFLDOHQYLURQPHQWDODQGHFRQRPLFHIIHFWVWKDWZLOOVHYHUHO\LPSDFWRQWKHTXDOLW\RIOLIHIRUWKHORFDO SHRSOHSUREOHPVRIFRUUXSWLRQDQGSRRUVXSHUYLVLRQDQGPDQDJHPHQWZLOOUHPDLQ31*)RUHVW:DWFK  







&RQVHUYDWLRQ7UXVW)XQG /DQGRZQHU)RUHVW'HFLVLRQ 0DNLQJ 6XVWDLQDEOH)RUHVW 0DQDJHPHQW



(QYLURQPHQWDO$VVHVVPHQW DQG0RQLWRULQJ



DLPVDQGOLQNV



WRHVWDEOLVKRQJRLQJDQGLQGHSHGQHQWLQFRXQWU\ILQGLQJIRU ELRGLYHUVLW\FRQVHUYDWLRQDQGVXVWDLQDEOHGHYHORSPHQWEDVHG RQODQGRZQHUSDUWLFLSDWLRQDSUHYLRXVO\H[LVWLQJSURJUDP ZKLFKJHWVIXQGVIURPWKH*()DQGKDVLWVRZQ%RDUG DLPVWRGHYHORSLPSURYHGPHDQVRILQFOXGLQJODQGRZQHUVLQ GHFVLVLRQPDNLQJLQFOXGHG GHYHORSPHQWRSWLRQVVWXG\ QRZ UHQDPHG ODQGXVHRSWLRQVVWXG\



DLPVWRKHOSWKH)RUHVW$XWKRULW\ZLWKPDQDJHPHQWRI



VXVWDLQDEOHSURGXFWLRQIRUIRUHVWSURGXFWV LQFOXGHVWKH 'HSDUWPHQWRI(QYLURQPHQWDQG&RQVHUYDWLRQ DLPVWRVXSSRUWHIIHFWLYHHQYLURQPHQWDOUHJXODWLRQIRUIRUHVW GHYHORSPHQWSURMHFWV



6RXUFHV3RXUXDQG31*)RUHVW$XWKRULW\







$*UDQG'HFHLW



7KH)RUHVWU\DQG&RQVHUYDWLRQ3URMHFW)&3 ILQDQFHGDQGVXSSRUWHGE\WKH%DQNDQG *OREDO(QYLURQPHQW)DFLOLW\*() EHJDQSODQQLQJLQZDVDSSURYHGE\WKH:RUOG %DQNLQ'HFHPEHUDQGZDVEURXJKWLQWRHIIHFWLQ-XQH,WORFDWHGLWVHOILQ)RUHVW $XWKRULW\RIILFHVLQ3RUW0RUHVE\DQGFRPELQHGLWVWKUHHFRPSRQHQWVZLWKWKHSUHYLRXVO\ H[LVWLQJ&RQVHUYDWLRQ7UXVW)XQG



















$*UDQG'HFHLW XQOLNHO\WKDWWKHVHRIILFLDOVZLOOFDOOWKHVKRWVIRUWKH%DQNDQGLWVVKDUHKROGHUVLQWKHORQJHU WHUP







7KH$'%¶V1XFOHXV$JURLQGXVWU\3URMHFW 7KH$VLDQ'HYHORSPHQW%DQN$'% ZKLFKZRUNVFORVHO\ZLWKWKH:RUOG%DQNKDVEHHQ PRUHFRQFLVHDQGVSDULQJWKDQWKH:RUOG%DQNLQLWVZULWLQJVRQJRYHUQDQFHEXWZKHQLW GRHVUHIHUWRJRYHUQDQFHLWPDNHVYHU\VLPLODUSRLQWV7KH$'%VWUHVVHVWKHQHHGLQ31*WR UHGXFHSXEOLFVHUYLFHVWRDGYDQFH³FRUSRUDWL]DWLRQDQGSULYDWL]DWLRQ´DQGWRFUHDWH³ZHOO GHILQHG«LQGLYLGXDO¶VULJKWVWRODQG´$'%3DUW,' ,QWKH *RRG*RYHUQDQFH



VHFWLRQRIWKH$'% VUHYLVHG&RXQWU\6WUDWHJ\DQG3URJUDPLWVD\VLWZLOOSXWUHVRXUFHVLQWR SULYDWLVLQJVWDWHRZQHGHQWHUSULVHV³ZLGHUDQJLQJSXEOLFVHFWRUUHIRUP´DQGD³UHYLHZ«RI ODQGWHQXUH´$'%,,% %\WKLVWKH$'%PHDQVPXFKWKHVDPHDVWKH:RUOG%DQN PRUHSULYDWLVDWLRQUHGXFWLRQRIVKDUHGVHUYLFHVDQGDOLHQDWLRQRIFXVWRPDU\ODQGV



7KH$'% VDSSURDFKWRDJURLQGXVWU\LVFRQVLVWHQWZLWKWKLVRYHUDOO JRYHUQDQFH YLHZ 3ULPDULO\DJURLQGXVWU\LVVHHQDVDQRSSRUWXQLW\IRUODUJHIRUHLJQLQYHVWRUVWRDFFHVVWKH UHVRXUFHEDVHRI31*DQGLWLVJHQHUDOO\DUJXHGWKDWVXFKODUJHRSHUDWLRQVDUHPRUH



SURGXFWLYH :HVKRXOGQRWHWKDWWKHLQWHUQDWLRQDOH[SHULHQFHGRHVQRWDOZD\VEHDURXWWKH DUJXPHQWWKDWODUJHPHFKDQLVHGFDVKFURSSLQJLV PRUHSURGXFWLYH LHSURGXFLQJPRUHIURP WKHVDPHODQGEHFDXVHVRPHVPDOOIDUPHUVFDQEHYHU\HIILFLHQW,QDQ\FDVHIDUPLQJLQ SRRUFRXQWULHVDOZD\VKDVPDQ\PRUHVRFLDOSXUSRVHVHJIRRGVHFXULW\VRFLDOVHFXULW\ PDLQWHQDQFHRIFXOWXUHDQGHQYLURQPHQWDOFXVWRGLDQVKLS WKDQVLPSO\PD[LPLVLQJRXWSXW%XW IRUWKH$'%DQG:RUOG%DQNDJURLQGXVWU\LVSULPDULO\DQRSSRUWXQLW\IRUSULYDWHIRUHLJQ 



$*UDQG'HFHLW LQYHVWRUVDQGLVMXVWLILHGE\FUXGHSURGXFWRXWSXW7KHUHIRUHZKLOHWKHDUJXPHQWVPD\VHHP WRUDQJHPRUHZLGHO\WKHSURMHFWVWKH$'%VXSSRUWVZLOOPRVWO\EHWKRVHZKLFKSURPRWHDQG VXEVLGLVHODUJHSULYDWHFDVKFURSVRUVPDOOKROGHUVIHHGLQJLQWRWKHPLOOVVHWXSE\ODUJH SODQWDWLRQV






$'% $'% $'% $'% $'% $'%



6WDUWHG     



SUH     



3URMHFW



$JULFXOWXUDO6XSSRUW6HUYLFHV :HVW6HSLN3URYLQFLDO'HYHORSPHQW3URMHFW 1XFOHXV(VWDWHVDQG6PDOOKROGHUV3URMHFW PRVWO\RLOSDOPEXWDOVRFRFRD $JULFXOWXUDO&UHGLWSURMHFW 2UR2LO3DOP'HYHORSPHQW3URMHFW>ODWHU H[WHQGHGE\$XV$,'JUDQWV@ >LQIRUPDWLRQGLIILFXOWWRREWDLQ@ $JULFXOWXUDO5HVHDUFKDQG([WHQVLRQ3URMHFW >RLOSDOPFRIIHHDQGFRFRD@ 6PDOOKROGHU6XSSRUW6HUYLFHV3LORW3URMHFW $JURLQGXVWU\'HYHORSPHQW 3UHSDULQJWKH$JULFXOWXUHDQG5XUDO 'HYORSPHQW3URMHFW $JUR(QWHUSULVHV7HFKQLFDO$VVLVWDQFH/RDQ >PRVWO\IRFXVVHGRQRLOSDOP@



86P       QD   



6RXUFH:RUOG%DQNG$VLDQ'HYHORSPHQW%DQNF



7KRXJKWKHUHZHUHVRPHSODQWDWLRQVLQ:HVW1HZ%ULWDLQLQWKHODWHVWKHPDMRU GHYHORSPHQWRISDOPRLOFURSSLQJLQ31*VWDUWHGLQWKHPLGVIROORZLQJLQGHSHQGHQFH 







XUJHQWQHHGIRUDFWLRQDJDLQVWWKHVSUHDGRIRLOSDOPSODQWDWLRQV7KHVHSODQWDWLRQVDUHXVXDOO\SUHFHGHG E\ORJJLQJZKLFK FOHDUV WKHODQGWRPDNHWKHPSRVVLEOH7KHSODQWDWLRQWKHQLPSHGHVWKHUHJURZWKRIWKH IRUHVWE\WKHZLGHVSUHDGXVHRIKHUELFLGHV:RUOG5DLQIRUHVW0RYHPHQW 



$SDUWIURPHQYLURQPHQWDOGHVWUXFWLRQDQGIRRGVHFXULW\SUREOHPVSRRUSHRSOHW\SLFDOO\ORVH DFFHVVWRWKHLUWUDGLWLRQDOODQGV PDVVSURGXFWLRQPHDQVRYHUVXSSO\DQGIDOOLQJSULFHVWKH EXUGHQRIZKLFKLVFDUULHGE\ORFDOSURGXFHUVDQGORFDOZRUNHUVZKRVHLQFRPHVJHW LQFUHDVLQJO\ORZHUHG´



IHDVLELOLW\VWXGLHVIRUQXFOHXVHQWHUSULVHEDVHGGHYHORSPHQWSURMHFWVLQDJULFXOWXUHDQGDJURSURFHVVLQJ >DQG@SLORWDFWLYLWLHVLQDQGDURXQGSRWHQWLDOQXFOHXVHQWHUSULVHV$'%E 



7KH$'%KDVRIWHQVWUHVVHGWKHEUHDGWKRILWVSURMHFWVDQGWKHLQFOXVLRQRIVPDOOIDUPHUVLQ LWVSURMHFWVIRUH[DPSOHWRLQFUHDVHVPDOOKROGHULQFRPHVDQGQDWLRQDORXWSXW$'%  +RZHYHUZHFDQVHHWKDWWKHHPSKDVLVRQFRPPHUFLDOO\RULHQWHGDJULFXOWXUH$'% LV QRWDLPHGDWVXEVLVWHQFHIDUPHUVRUPLFURWUDGHUVDQGWKHLGHDRIDQXFOHXVHQWHUSULVHLV IRFXVVHGRQSULYDWHFRUSRUDWH PDUNHW GHYHORSPHQWWKDWLVRQH 



$*UDQG'HFHLW WKDWSURYLGHVVPDOOKROGHUVDQGRXWJURZHUVZLWKPDUNHWRXWOHWVWHFKQLFDODQGILQDQFLDOVXSSRUWSODQWLQJ PDWHULDOVDQGVRFLDOVHUYLFHVWKDWFDQQRWEHSURYLGHGE\HLWKHUWKHSXEOLFVHFWRURUWKHVPDOOKROGHUV WKHPVHOYHV$'% 







>DLPV@WRKHOS31*SDFNDJHQHZUXUDOGHYHORSPHQWYHQWXUHVDQGSDUWQHUVKLSVZLWKDIRFXVRQJHQHUDWLQJ EHQHILWVIRUVPDOOKROGHUVRXWJURZHUV,GHDOO\ZHZRXOGOLNHWRXVHWKHPDUNHWWREULQJDERXWHFRQRPLF GHYHORSPHQWDQGSRVLWLYHVRFLDOFKDQJHZKLOHDWWKHVDPHWLPHSURWHFWLQJDQGLPSURYLQJWKHHQYLURQPHQW ZLWKUHVSHFWWRRLOSDOPZHDUHZHOODZDUHRIWKHVRFLDODQGHQYLURQPHQWDOULVNVDQGDOOWKHSRVVLEOH FRQWURYHUVLDODVSHFWVRIVXFKPRQRFXOWXUDOSODQWDWLRQGHYHORSPHQWV3RQ]LD 



7KHULVNVRISODQWDWLRQPRQRFXOWXUHDUHZHOONQRZQKLJKXVHRIIHUWLOLVHUOHDGLQJWRZDWHU DQGPDULQHSROOXWLRQKLJKLQFLGHQFHRISHVWVIROORZHGE\SHVWLFLGHVDQGIXUWKHUJURXQGDQG ZDWHUFRQWDPLQDWLRQDQGGLVSODFHPHQWRIVPDOOODQGRZQHUVDQGWKHFUHDWLRQRIVHWWOHPHQWV DURXQGELJIDFWRULHVDQGPLOOV7KH$'%WKHQVXJJHVWHGWKDWRLOSDOPZDVQRWUHDOO\RQLWV DJHQGDZLWKWKHIROORZLQJVWDWHPHQWVLQPLGWKHUHDUHQRRLOSDOPSURMHFWVXQGHU FRQVLGHUDWLRQ3RQ]LE DQG



7KHUHKDVEHHQDVOLJKWFRQIXVLRQ>GXHWR@PLVOHDGLQJVWDWHPHQWVE\VRPHUHSUHVHQWDWLYHVRIWKH31* *RYHUQPHQW:HKDGLQIDFWKRSHGWKDWRLOSDOPZRXOGFRQVWLWXWHDWPRVWRQO\SDUWRIWKHDUHDRIIRFXV +RZHYHUWKH'HSDUWPHQWRI1DWLRQDO3ODQQLQJDQG0RQLWRULQJDVZDV GUHZXSDQLQLWLDOOLVWZKLFK FRPSULVHGPDLQO\RLOSDOPSRVVLELOLWLHV>EXW@WKLVLVRQO\DQLQLWLDOOLVWRISRVVLELOLWLHV9DQGHU7DN 



7KH FRQIXVLRQ ZDVXQGHUVWDQGDEOHVLQFHWKH$'%KDVDORQJKLVWRU\RIIXQGLQJRLOSDOP GHYHORSPHQWVERWKLQ,QGRQHVLDDQGLQ31*











$*UDQG'HFHLW



7DEOH2LO3DOP'HYHORSPHQW$UHDVLQ31* ([LVWLQJ2LO3DOP $UHDV



:HVW1HZ%ULWDLQ 1HZ,UHODQG 0LOQH%D\ 2UR3RSRQGHWWD



$UHDV306RPDUHVD\V$'% VWXGLHVKDYHLGHQWLILHGDV



VXLWDEOH -XQH 



$PD]RQ%D\&HQWUDO $URZH:HVW1HZ%ULWDLQ 7XUXEX6HSLN3ODLQV(6HSLN %HZDQL:HVW6HSLN 



$UHDVIURP JRYHUQPHQW VRXUFHV EDVHGRQVWXGLHV 7KH,QGHSHQGHQW-XO\ 



$PD]RQ%D\&HQWUDO $URZH :1% 6HSLN3ODLQV(6HSLN 



9DLODOD*XOI 5DPX3ODLQV0DGDQJ 2SHQ%D\(1% 0RUREH*XOI%RUGHU &ROOLQJZRRG%D\0LOQH2UR 



6RXUFHV6RPDUHE3HQL1RWHWKDWWKH&ROOLQJZRRG%D\SURSRVDOKDVEHHQQRZEORFNHG E\DODQGRZQHUFRXUWDFWLRQ







&HUWDLQO\WKHUHLVDJRRGWUDGHLQWKHODUJHVXSHUPDUNHWVLQ3RSRQGHWWDRQSD\GD\V







$*UDQG'HFHLW LPSURYHPHQWLQOLYLQJVWDQGDUGVRYHUWKHSDVW\HDUV7KH\EHOLHYHJURZHUVKDYHEHHQNHSW DWDVXEVLVWHQFHOHYHO.RMD +LJDWXUXZLOOQRWFROOHFWIUXLWIURPVPDOOJURZHUVLIWKH URDGVDUHUXQGRZQ.RMD DQGWKLVKDVOHGWRWKHSUHVVXUHIRU:RUOG%DQNDQG$XV$,' ORDQVWRPDLQWDLQIHHGHUURDGVWRWKH+LJDWXUXPLOO,QHQYLURQPHQWDOWHUPVLQVHFWLFLGHVDUH XVHGWKHRLOSDOPDWWUDFWVKRUGHVRIUDWVDQGIOLHVDQGWKHSODQWDWLRQVHWWOHPHQWDQGYLOODJH FURSVXVHVXEVWDQWLDODPRXQWVRIIHUWLOLVHU5XNL 











$*UDQG'HFHLW



$OWHUQDWLYHVVRFLDOGHPRFUDWLFJRYHUQDQFH 7KLVVHFWLRQZLOOEULHIO\RXWOLQHWKHFRUHSULQFLSOHVRIDVRFLDOGHPRFUDWLFPRGHORI JRYHUQDQFHDQGVRPHLPSRUWDQWSUDFWLFDODOWHUQDWLYHVWRQHROLEHUDOGHYHORSPHQW



:LWKLQDEURDGHUYLHZRI JRYHUQDQFH WKHUHDUHPDQ\SUDFWLFDODOWHUQDWLYHVWRQHROLEHUDO GHYHORSPHQWLHWUDGHOLEHUDOLVDWLRQFDSLWDOOLEHUDOLVDWLRQGHUHJXODWLRQDQGSULYDWLVDWLRQ DV SURSRVHGE\WKH:RUOG%DQN0DQ\RIWKHVHDOWHUQDWLYHVKDYHEHHQWULHGDQGZRUNZHOO



,WLVLPSRUWDQWWRILUVWUHFRJQLVHWKHGLIIHUHQFHEHWZHHQ VWDELOLVDWLRQ SROLFLHVWKHQHHGWR VWDELOLVHSULFHVDVZHOODVWKHORFDOFXUUHQF\DQGWKHJHQHUDOHFRQRPLFHQYLURQPHQW DQG







VKDUHGEDVLFVHUYLFHV



EXLOGLQJSXEOLFLQVWLWXWLRQV



7$



DSSURSULDWHLQYHVWPHQWDQG HFRORJLFDOO\VXVWDLQDEOHGHYHORSPHQW



7KLVPRGHOFDQEHFRPSDUHGZLWK7DEOHZKLFKVKRZHGWKHHFRQRPLFOLEHUDOFRUH SULQFLSOHVIRUPDOGHPRFUDF\SULYDWLVDWLRQGHUHJXODWLRQUHGXFWLRQLQVKDUHGVHUYLFHVWKH UHPRYDORISULFHFRQWUROV RIWKH:RUOG%DQN VJRYHUQDQFHPRGHO 







DOWHUQDWLYH



H[DPSOH y



7UDGHOLEHUDOLVDWLRQ ,QGXVWULDOFOXVWHUGHYHORSPHQW 6WDWHFRRUGLQDWHGLPSRUW VXEVWLWXWLRQDQGH[SRUWVWUDWHJLHV



y y



y y y 7RELQ7D[WRFRQWUROKRWPRQH\ y $YDULHW\RI IDLUWUDGH SURSRVDOV



&DSLWDO OLEHUDOLVDWLRQ



y



-RLQWYHQWXUHLQYHVWPHQW 



%XVLQHVVZHOIDUH 



y 5HQDWLRQDOLVDWLRQRIVWUDWHJLF y LQGXVWULHVRUVXFFHVVIXOO\ y UHVLVWHGSULYDWLVDWLRQV y 0DLQWDLQSXEOLFHTXLW\LQ y VWUDWHJLFLQGXVWULHV y y 3XEOLFVKDUHKROGLQJ WKHSULFH y



&DSLWDOLQWHQVLYH FDVKFURSSLQJ



6WUHQJWKHQVXEVLVWHQFHIDUPV DQGORFDOWUDGH



3ULYDWLVDWLRQ



([LWWD[HVRQIRUHLJQLQYHVWPHQW



RIDFFHVVWRPDUNHWV



([WHQGHGSDWHQW SURWHFWLRQ:72 



0DNHHVVHQWLDOJHQHULFGUXJV GLVFRXQWLQJRULJQRULQJSDWHQWV



([SRUWRULHQWHG SURGXFWLRQ



6XEVLVWHQFHVPDOOIDUPHU VXSSRUWVFKHPHV



3ULYDWLVHGKHDOWK VHUYLFHV %XGJHWVXUSOXV 7$



3XEOLFO\IXQGHGKHDOWKV\VWHP



%XGJHWGHILFLWVLQGRZQWXUQV EDODQFHGLQXSWXUQ



y y y y y y y y







&RPSXWHUDQGHQJLQHHULQJLQGXVWULHVLQ %DQJDORUH,QGLD ,QGXVWULDOFOXVWHUVLQ&KLQD3DNLVWDQ0H[LFR



-DSDQIROORZHGE\.RUHD7DLZDQ6LQJDSRUH DQG0DOD\VLDVV 6ROLGDULW\QHWZRUNVWRVXSSRUWODERXUULJKWV 3URGXFHUFRRSHUDWLYHOLQNV /DERXUULJKWVLQWUDGHWUHDWLHV 7RELQ7D[PRYHPHQWVLQ(XURSHDQG/DWLQ $PHULFD



&KLQD VDQG&XED VVXFFHVVIXOMRLQWYHQWXUHQHZ LQYHVWPHQW SROLFLHVV 0DOD\VLDQFDSLWDOFRQWUROV



:DWHULQ%ROLYLD+RQGXUDV+XQJDU\ 7HOHYLVLRQLQ1HZ=HDODQG (OHFWULFLW\LQ&DOLIRUQLD



&KLQHVHIRUHLJQLQYHVWPHQWVWUDWHJ\ 6ZHGLVKZDWHUXWLOLWLHVPRVWHIILFLHQW &DSH7RZQWRZQVKLSVQHZZDWHUXWLOLWLHV 0DQ\VPDOOFRXQWULHVHJ31* HTXLW\LQ PLQLQJYHQWXUHV 6RPHODQGUHIRUPDUHDVLQ,QGLD 6RORPRQ,VODQGV0DURYR 067VHWWOHPHQWV%UD]LO 86VPDOOIDUPVSURJUDP



3URGXFWLRQRIFKHDSJHQHULFGUXJVLQ%UD]LODQG ,QGLD &XEDQZRUOGFODVVKHDOWKV\VWHP



,QGLD,QGRQHVLDSUH PDQ\SRRUFRXQWULHV 7KDLODQG DQG&XED 



$*UDQG'HFHLW



'HDOLQJZLWKWKH:RUOG%DQN 7KH:RUOG%DQNDQGWKH$VLDQ'HYHORSPHQW%DQNDUHEHVWUHJDUGHGDVOREE\JURXSVIRU IRUHLJQLQYHVWRUV7KH\DUHQRW LQGHSHQGHQW GHYHORSPHQWDGYLVHUV



















¶V'HYHORSPHQW± (YDOXDWLRQDQG5HYLHZ6HULHV1R-XQH $XVWUDOLDQ,QVWXWHRI&ULPLQRORJ\  6HOHFWHG&ULPH3URILOHV  KWWSZZZDLFJRYDXSXEOLFDWLRQVIDFWVVHFKWPO














µ3DSXD1HZ*XLQHD¶
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