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Montag, 3. April 2000, 18.00 Uhr EZB-Zeit (MEZ)

PRESSEMITTEILUNG

„DIE ERTRAGSSTRUKTUR DER BANKEN IN DER EU“ –
„PREISE FÜR VERMÖGENSWERTE UND STABILITÄT DES BANKENSEKTORS“

Die Europäische Zentralbank veröffentlicht zwei vom Ausschuss für Bankenaufsicht erstellte Berichte

mit dem Titel „EU banks‘ income structure“ (Die Ertragsstruktur der Banken in der EU) und „Asset

prices and banking stability“ (Preise für Vermögenswerte und Stabilität des Bankensektors). Diese

Berichte wurden der Presse von Herrn Tommaso Padoa-Schioppa, Direktoriumsmitglied der

Europäischen Zentralbank, und Herrn Edgar Meister, Direktoriumsmitglied der Deutschen

Bundesbank und Vorsitzender des Ausschusses für Bankenaufsicht, vorgestellt.

Bericht über die Ertragsstruktur der Banken in der EU

Gestützt auf eine Umfrage unter Bankenaufsichtsorganen in der EU bekräftigt dieser Bericht die

erhöhte Bedeutung zinsunabhängiger Einnahmen (Gebühren, Provisionen sowie die Gewinne aus

Finanzgeschäften und Wertpapier-Portefeuilles) für die Banken in der EU. Die dem Bericht zu Grunde

liegenden umfassenden Daten decken den Zeitraum von 1989 bis 1998 ab. Die wichtigsten Ergebnisse

des Berichts – die sowohl für Banken als auch für die öffentlichen Finanzmarktaufsichtsorgane von

Nutzen sein dürften – lassen sich wie folgt zusammenfassen:

1. Die Zusammensetzung der zinsunabhängigen Einnahmen ist recht heterogen. Gebühren und

Provisionen stellen den Löwenanteil dieser Einnahmen (im Jahr 1998 entfielen auf sie im Schnitt

54 % der gesamten zinsunabhängigen Einnahmen der EU-Banken). Die nationalen Zahlen liegen

zwischen 35 % und 72 %. Allerdings verringerte sich der Anteil von Gebühren und Provisionen an
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den gesamten zinsunabhängigen Einnahmen zwischen 1994 und 1998. Die drei anderen

Hauptkomponenten der zinsunabhängigen Einnahmen sind: (i) der Nettogewinn aus

Finanzgeschäften (der 1998 rund 19 % der gesamten zinsunabhängigen Einnahmen in der EU

ausmachte), (ii) die Einnahmen aus Wertpapieren (deren Anteil knapp 17 % beträgt und eine

steigende Tendenz aufweist) und (iii) sonstige betriebliche Erträge (rund 10 %). Hinter diesen

Durchschnittswerten können sich jedoch beträchtliche Unterschiede zwischen den einzelnen

Ländern und Banken verbergen.

2. Die zinsunabhängigen Einnahmen haben im Vergleich zu den Nettozinseinkünften an

Bedeutung gewonnen. Der Anteil der zinsunabhängigen Einnahmen (in Prozent der gesamten

betrieblichen Erträge) in der EU erhöhte sich während des gesamten Betrachtungszeitraums. In

den letzten Jahren ist er deutlich von 32 % (1995) auf 41 % (1998) gestiegen. Ausschlaggebend

für diese Entwicklung waren sowohl eine Zunahme der zinsunabhängigen Einnahmen als auch ein

kontinuierlicher Rückgang der Zinseinkünfte.

3. Die Zunahme der zinsunabhängigen Einnahmen hat offenbar positive Auswirkungen auf die

Ertragslage der Banken gehabt. Das Ausmaß dieser positiven Auswirkung auf die

Gewinnentwicklung wurde jedoch durch die mit dem Aufbau des zinsunabhängigen Geschäfts

verbundenen höheren Betriebskosten begrenzt. Die Ertragslage verbesserte sich auch durch andere

Faktoren, wie zum Beispiel ein besseres Kostenmanagement und einen effizienteren

Kapitaleinsatz.

4. In mehreren EU-Ländern scheint eine negative Korrelation zwischen den zinsabhängigen und

den zinsunabhängigen Einnahmen zu bestehen, die allerdings unterschiedlich stark ausgeprägt

ist. Dies scheint darauf hinzudeuten, dass Schwankungen in der einen Einnahmequelle die

Schwankungen in der anderen bis zu einem gewissen Grad ausgleichen könnten. Die Ergebnisse

sollten jedoch mit Vorsicht interpretiert werden, vor allem deshalb, weil die Zusammensetzung

der zinsunabhängigen Einnahmen Änderungen unterworfen war.

5. Die zinsunabhängigen Einnahmen scheinen insgesamt nicht schwankungsanfälliger zu sein als

die Nettozinseinkünfte. So waren insbesondere die zinsunabhängigen Einnahmen, nach Abzug der

Rückstellungen für Kreditausfälle, in den meisten EU-Ländern keinen größeren Schwankungen

unterworfen als die Nettozinseinkünfte. Dies bedeutet, dass die gegenwärtigen Veränderungen in

der Geschäftstätigkeit der Banken nicht zwangsläufig zu einer erhöhten Volatilität ihrer Erträge

führen. Zwar wiesen die Gewinne aus Finanzgeschäften und, zu einem geringeren Grad, auch die
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Einnahmen aus Wertpapiergeschäften einen hohen Grad an Schwankungsanfälligkeit auf, doch

waren die Gebühren und Provisionen in der Regel recht stabil.

6. Die zunehmende Bedeutung zinsunabhängiger Geschäfte scheint zu einer Erhöhung der

operationalen und strategischen Risiken sowie des Reputationsrisikos der Banken geführt zu

haben. Die größere Bedeutung dieser Risikokategorien erhöht die Komplexität des

Risikomanagements der Banken und damit der Aufgaben der Bankenaufsichtsbehörden und

erfordert eine größere Wachsamkeit gegenüber diesen „sonstigen“ Risikokategorien. Im Hinblick

auf die gegenwärtige Überprüfung der Eigenkapitalvorschriften unterstützt diese Entwicklung die

Argumentation für gesonderte Eigenkapitalanforderungen für nicht kredit- oder marktbezogene

Risiken.

Bericht über Preise für Vermögenswerte und Stabilität des Bankensektors

Dieser Bericht untersucht die Beziehung zwischen der Bilanzstruktur der Banken und den Preisen

einer Reihe von Vermögenswerten und arbeitet dabei die wichtigsten Kanäle heraus, über die ein

Einbruch dieser Preise die Banken erreichen würde, nämlich Kreditrisiko, Marktrisiko, Verringerung

der Provisionseinnahmen, Rekapitalisierung von Tochtergesellschaften und „Zweitrundeneffekte“

infolge der Auswirkungen auf das gesamtwirtschaftliche Umfeld und die Refinanzierungsbedingungen

für die Banken.

Das wichtigste Ergebnis dieses Berichts ist, dass eine Abwärtsbewegung bei den Immobilienpreisen

ein höheres Risiko für die Banken birgt als ein Rückgang der Aktienkurse. Allerdings konnten die

Aufsichtsorgane in der EU keine größere Gefährdung der Finanzmarktstabilität erkennen.

Selbst die hypothetische Situation einer unvermittelten und umfangreichen Kurskorrektur an den

Aktienmärkten würde sich wahrscheinlich nur in begrenztem Ausmaß direkt auf die Ertragslage

und Zahlungsfähigkeit der Banken auswirken, da die Banken selbst nur in sehr geringem Umfang in

Aktien investiert haben und sich die Aktivitäten der auf Börsengeschäfte spezialisierten Töchter

insgesamt in einem engen Rahmen halten. Das Kreditrisiko der Banken durch die Finanzierung von

Aktienengagements scheint keine nennenswerte Rolle zu spielen. Allerdings sollte man die Bedeutung

des aktienmarktbedingten Risikos nicht außer Acht lassen, da die Zweitrundeneffekte nicht umfassend

untersucht wurden.

Das Immobilienmarktrisiko für Banken ist dagegen von größerer Bedeutung, da Grundpfandrechte

die gebräuchlichste Form der von Banken hereingenommenen Sicherheiten darstellen und

Wohnungsbaukredite den weitaus größten Teil des Darlehensgeschäfts von Banken und anderen

Kreditinstituten ausmachen (nämlich 62% der gesamten Kreditgewährung an private Haushalte und
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32 % der gesamten Darlehensvergabe im Eurogebiet per Ende Juni 1999). Die mit einem Rückgang

der Immobilienpreise einhergehenden Risiken für die Banken schwanken erheblich von Land zu Land,

nicht nur wegen der divergierenden Entwicklungen dieser Preise, sondern auch wegen der

unterschiedlichen Methoden der Beleihungswertermittlung und anderen Kreditvergabe-

gepflogenheiten. In vielen Ländern haben sich die Margen der Banken verringert, und in einer Reihe

von Staaten wird ein Anstieg der Beleihungsgrenzen verzeichnet, während bei den anderen

Kreditvergabekriterien keine Anzeichen einer Aufweichung festzustellen sind. Die Besorgnisse der

Aufsichtsbehörden werden dadurch gemildert, dass auf Grund des niedrigen Zinsniveaus ein Anstieg

der Schuldendienstlast insgesamt parallel zu der verstärkten Kreditaufnahme zur Finanzierung von

Immobilieninvestitionen ausgeblieben ist. Allerdings könnte die finanzielle Lage der zuletzt

hinzugekommenen Marktteilnehmer recht instabil sein.

Angesichts ihrer Bedeutung verfolgen die Bankenaufsichtsorgane die Immobilienmarktrisiken für

Banken insbesondere in den Ländern, in denen die Preise kräftig angezogen haben, sehr genau.

Die Zentralbanken und andere Bankenaufsichtsbehörden haben bereits zielgerichtete Maßnahmen

ergriffen, um das Risikobewusstsein zu erhöhen und sicherzustellen, dass die Banken keine zu hohen

Risiken eingehen. Zu diesen Maßnahmen zählen die öffentliche Äußerung von Bedenken, direkte

Kontakte mit der Bankleitung, Überprüfungen der Kreditvergabegepflogenheiten der Banken sowie

spezifische bankaufsichtliche Maßnahmen (Sensitivitätsanalysen) zur Feststellung, ob die Banken

erhebliche Schwankungen der Immobilienpreise verkraften können. In einigen Ländern wurden weiter

gehende bankaufsichtliche Maßnahmen ergriffen, wie  z. B. neue Solvabilitätsvorschriften zur

Abdeckung des Risikos latent gegebener Zahlungsunfähigkeit – zusätzlich zu den gegenwärtigen

Bestimmungen für den Wertverfall von Aktiva –, Forderungen der Bankenaufsichtsorgane, die

bankaufsichtlichen Kriterien für die Beleihungswertermittlung einzuhalten, oder gar die an Banken

gerichtete Forderung, das Immobilienengagement zu verringern bzw. Buchwertanpassungen

vorzunehmen. Drastischere Bankenaufsichtsmaßnahmen, wie verstärkte „Ex-ante“-Rücklagen, wurden

auf EU-Ebene jedoch nicht als angemessen betrachtet.

Die Berichte sind von der Internetseite der EZB (http://www.ecb.int) abrufbar und können bei der

Pressestelle der EZB unter der folgenden Adresse angefordert werden:

Europäische Zentralbank
Presseabteilung

Kaiserstraße 29, D-60311 Frankfurt am Main
Tel.: +49 (69) 1344-7455, Fax: +49 (69) 1344-7404

Internet: http://www.ecb.int
Nachdruck nur mit Quellenangabe gestattet.
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7KLV�UHSRUW��SUHSDUHG�E\�WKH�%DQNLQJ�6XSHUYLVLRQ�&RPPLWWHH��%6&���H[DPLQHV�WKH�LPSDFW�RI�SDVW
DQG�FXUUHQW�GHYHORSPHQWV�LQ�EDQNLQJ�EXVLQHVV�RQ�WKH�LQFRPH�VWUXFWXUH�RI�(8�EDQNV��,Q�SDUWLFXODU�
LW�IRFXVHV�RQ�WKH�DQDO\VLV�RI�WKH�LQFUHDVHG�LQFLGHQFH�DQG�PDLQ�IHDWXUHV�RI�QRQ�LQWHUHVW�LQFRPH��,W
DOVR� WRXFKHV�XSRQ� WKH� LPSOLFDWLRQV�RI� WKHVH�GHYHORSPHQWV� IRU� WKH� ULVN� SURILOH�RI� EDQNV� DQG� IRU
SUXGHQWLDO�VXSHUYLVLRQ�

7KH� (8� EDQNLQJ� V\VWHPV� DUH� IDFLQJ� PDMRU� FKDQJHV� LQ� WKH� IRUP� RI� LQFUHDVHG� FRPSHWLWLRQ�
FRQFHQWUDWLRQ� DQG� UHVWUXFWXULQJ�� 7KHVH� FKDQJHV� DUH� WULJJHUHG� E\� D� QXPEHU� RI� IDFWRUV� LQFOXGLQJ
WHFKQRORJLFDO� FKDQJH�� ILQDQFLDO� OLEHUDOLVDWLRQ� DQG� LQWHUQDWLRQDOLVDWLRQ�� (FRQRPLF� DQG� 0RQHWDU\
8QLRQ��(08��LV�H[SHFWHG�WR�UHLQIRUFH�WKHVH�WUHQGV��,Q�WKLV�FRQWH[W��WKH�SKHQRPHQRQ�RI�EDQNLQJ
GLVLQWHUPHGLDWLRQ�KDV�EHHQ� LQ�HYLGHQFH��7KH�(8�EDQNLQJ� V\VWHPV�KDYH�EHHQ� ORVLQJ� WKHLU� UHODWLYH
VKDUH�RI�ILQDQFLDO�LQWHUPHGLDWLRQ�WR�LQVWLWXWLRQDO�LQYHVWRUV��LQYHVWPHQW�IXQGV��LQVXUDQFH�FRPSDQLHV
DQG�SHQVLRQ�IXQGV���,W�LV�LQ�WKH�FROOHFWLRQ�RI�VDYLQJV��ZLWK�WKH�JURZLQJ�LPSRUWDQFH�RI� LQVWLWXWLRQDO
LQYHVWRUV� WKDW� WKLV� SURFHVV� KDV� EHHQ� WKH� PRVW� SURQRXQFHG�� 7KH� DVVHWV� VLGH� RI� EDQNV·� EDODQFH
VKHHWV�KDV�UHPDLQHG�FRPSDUDWLYHO\�OHVV�DIIHFWHG�

$OWKRXJK� WKH� WUHQG� WRZDUGV� GLVLQWHUPHGLDWLRQ� LV� H[SHFWHG� WR� FRQWLQXH� LQ� WKH� IXWXUH� DV
LQVWLWXWLRQDO� LQYHVWRUV�ZLOO�� SUREDEO\�� FRQWLQXH� WR� JURZ��PDLQO\� RQ� DFFRXQW� RI� GHPRJUDSKLF� DQG
VRFLDO�FKDQJHV��EHVLGHV�OHJDO�DQG�ILVFDO�UHDVRQV��D�'DUZLQLDQ�W\SH�SDWWHUQ�RI�HYROXWLRQ�OHDGLQJ�WR�D
SURJUHVVLYH�UHGXFWLRQ�RI�WKH�EDQNLQJ�VHFWRU�LV�QRW�DQWLFLSDWHG��7KLV�LV�PDLQO\�GXH�WR�WKH�IDFW�WKDW
EDQNV�KDYH� UHDFWHG� WR� WKH�QHZ�HQYLURQPHQW�E\�DGRSWLQJ� D�SURDFWLYH� VWUDWHJ\��2Q� WKH� OLDELOLWLHV
VLGH��LQ�VHYHUDO�(8�FRXQWULHV�PRVW�RI�WKH�LQVWLWXWLRQDO�LQYHVWRUV�DUH�LQFOXGHG�LQ�EDQNLQJ�JURXSV�DQG
RSHUDWH� ZLWK� WKH� VDPH� FRUSRUDWH� VWUDWHJ\�� ,Q� WKLV� FRQWH[W�� EDQNLQJ� JURXSV� FDQ� RIIHU� WR� WKHLU
FOLHQWV�WUDGLWLRQDO�GHSRVLWV��LQYHVWPHQW�IXQGV�DQG�SHQVLRQ�IXQGV�DV�DOWHUQDWLYHV��GHSHQGLQJ�RQ�WKH
VSHFLILF�PDUNHW��OHJDO�RU�ILVFDO�VLWXDWLRQV��7KHUHIRUH��WKH�LQFRPH�VWUXFWXUH�FRXOG�EH�PRGLILHG�ZLWKLQ
WKH� EDQNLQJ� JURXS� ZLWKRXW� FKDQJHV� LQ� LWV� RYHUDOO� PDUNHW� SRVLWLRQ�� � 2Q� WKH� DVVHWV� VLGH�� WKH\
FRPSOHPHQW� WKHLU�QDWXUDO� DGYDQWDJH� LQ� WKH� ILQDQFLQJ�RI� KRXVHKROGV� DQG� VPDOO� DQG�PHGLXP�VL]HG
HQWHUSULVHV��60(V���E\�RIIHULQJ�VHUYLFHV�VXFK�DV�EDFNXS� OLQHV��XQGHUZULWLQJ� IDFLOLWLHV�DQG�WUHDVXU\
PDQDJHPHQW� WR� ODUJH� FRUSRUDWLRQV� RU� E\� GHYHORSLQJ� WUDGLQJ� DFWLYLWLHV� DQG� VHFXULWLVDWLRQ
RSHUDWLRQV��7KH�HIIHFWV�RI�WKHVH�UHVSRQVHV�DUH�PDLQO\�UHIOHFWHG�LQ�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�EDQN
LQFRPH�DQG��LQ�SDUWLFXODU��LQ�WKH�LQFUHDVLQJ�LQFLGHQFH�RI�QRQ�LQWHUHVW�LQFRPH��,W�LV�DOVR�UHIOHFWHG�LQ
WKH�LQFUHDVLQJ�VL]H�RI�RII�EDODQFH�VKHHW�LWHPV�LQ�WKH�EDQNV·�ILQDQFLDO�DFFRXQWV�

,Q�RUGHU�WR�DVVHVV�WKH�UHOHYDQW�GHYHORSPHQWV� LQ�WKH�VWUXFWXUH�RI�EDQN� LQFRPH��D�VSHFLILF� VXUYH\
KDV�EHHQ�FRQGXFWHG�DFURVV�WKH�(8�FRXQWULHV��7KH�DYDLODEOH�GDWD�UHIHUULQJ�WR�WKH�SHULRG��������
VKRXOG� EH� FRQVLGHUHG� ZLWK� GXH� FDXWLRQ� IRU� WZR� UHDVRQV�� )LUVW�� WKH� GDWD� RQ� SDVW� \HDUV·� WUHQGV
����������DQG�WKRVH�UHIHUULQJ�WR�PRUH�UHFHQW�\HDUV�����������DUH�QRW�GLUHFWO\�FRPSDUDEOH�DV�WKH\
VWHP�IURP�GLIIHUHQW�VRXUFHV��2(&'�LQ�WKH�ILUVW�FDVH�DQG�FHQWUDO�EDQNV�VXSHUYLVRU\�DXWKRULWLHV�LQ
WKH� VHFRQG��� 7KH� XVH� RI� WZR� GDWD� VHWV� VWHPV� IURP� WKH� IDFW� WKDW� GDWD� SURYLGHG� E\� WKH� QDWLRQDO
DXWKRULWLHV� ZHUH� QRW� VXIILFLHQW� HQRXJK� WR� FDSWXUH� SDVW� \HDUV·� WUHQGV� LQ� LQFRPH� VWUXFWXUH� DQG
YRODWLOLW\�RI�LQFRPH�VRXUFHV��6HFRQG��GLIIHUHQW�DSSURDFKHV�PD\�H[LVW�DFURVV�WKH�GLIIHUHQW�FRXQWULHV
WR�DFFRXQWLQJ�SURFHGXUHV�DQG�VXSHUYLVRU\�UHSRUWLQJ�VFKHPHV� OLPLWLQJ�WKH�HIIHFWLYHQHVV�RI� FURVV�
FRXQWU\�FRPSDULVRQV��0RUHRYHU�� LW� VKRXOG�EH�QRWHG� WKDW� WKH� UHIHUHQFH�SHULRG� ������������� IRU
ZKLFK�D�PRUH�GHWDLOHG�GHVFULSWLRQ�RI�WKH�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�LV�DYDLODEOH��KDV�EHHQ
FKDUDFWHULVHG�E\�VSHFLILF�PDUNHW�FRQGLWLRQV��GHFUHDVH�RI�LQWHUHVW�UDWHV�DQG�D�JHQHUDOO\�IDYRXUDEOH
ILQDQFLDO�FOLPDWH�IRU�KLJK�OHYHO�SURILWV�RQ�ILQDQFLDO�RSHUDWLRQV��

7KH�PDLQ�ILQGLQJV�RI�WKH�VXUYH\�RQ�QRQ�LQWHUHVW�LQFRPH�FDQ�EH�VXPPDULVHG�DV�IROORZV��)LUVW��WKH
FRPSRVLWLRQ�RI�QRQ�LQWHUHVW� LQFRPH�LV�UDWKHU�KHWHURJHQHRXV��)HHV�DQG�FRPPLVVLRQV�DUH� WKH
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PDLQ�FRPSRQHQW�DQG�LQ������UHSUHVHQWHG��RQ�DYHUDJH��DURXQG������RI�WRWDO�QRQ�LQWHUHVW�LQFRPH
IRU�(8�EDQNV�������IRU�WKH�HXUR�DUHD��ZLWK�QDWLRQDO�ILJXUHV�UDQJLQJ�IURP������WR�������+RZHYHU�
D�GHFOLQLQJ�WUHQG�ZDV�REVHUYHG�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�IHHV�DQG�FRPPLVVLRQV�DV�D�VRXUFH�RI
QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�EDQNV�LQ�UHFHQW�\HDUV�������������

)HHV� DQG� FRPPLVVLRQV� FDQ� LQ� WXUQ� EH� GLYLGHG� LQWR� YDULRXV� VXE�FRPSRQHQWV�� VXFK� DV� QHW
FRPPLVVLRQV�RQ�SD\PHQW�WUDQVDFWLRQV��RQ�VHFXULWLHV�WUDQVDFWLRQV��IRU�JXDUDQWHHV��IRU�VDIH�FXVWRG\
DQG�IRU�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��7KH�WKUHH�RWKHU�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH
DUH���L��QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV��DFFRXQWLQJ�IRU�QHDUO\������RI�QRQ�LQWHUHVW�LQFRPH�LQ�WKH
(8�LQ���������LL��LQFRPH�IURP��YDULDEOH�\LHOG��VHFXULWLHV��QHDUO\�������VKRZHG�D�VWHDGLO\�LQFUHDVLQJ
WUHQG�LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV�D�VRXUFH�RI�QRQ�LQWHUHVW�LQFRPH�RYHU�WKH�ODVW�\HDUV�RI
WKH� REVHUYDWLRQ� SHULRG� ������������� DQG� �LLL�� RWKHU� RSHUDWLQJ� LQFRPH� �DURXQG� ��� ���� 7KHVH
DYHUDJHV��KRZHYHU��FRQFHDO�LPSRUWDQW�GLIIHUHQFHV�EHWZHHQ�FRXQWULHV�

6HFRQG��QRQ�LQWHUHVW� LQFRPH�KDV�EHHQ� WKH�PRVW�G\QDPLF�FRPSRQHQW� LQ� WKH�EDQN� LQFRPH
VWUXFWXUH� LQ� UHFHQW�\HDUV��7KH� UHODWLYH� LPSRUWDQFH�RI�QRQ�LQWHUHVW� LQFRPH� �DV� D� SHUFHQWDJH�RI
WRWDO�RSHUDWLQJ�LQFRPH��LQFUHDVHG� LQ�WKH�(8�WKURXJKRXW�WKH�REVHUYDWLRQ�SHULRG��:LWK�UHJDUG�WR
WKH�PRUH�UHFHQW�\HDUV��WKHUH�KDV�EHHQ�D�QRWHZRUWK\�LQFUHDVH�IURP������LQ������WR������LQ������
7KH� LQFUHDVH� LQ� LWV� UHODWLYH� LPSRUWDQFH� FRXOG�� KRZHYHU�� VLJQDO� HLWKHU� WKH� LQWULQVLF� G\QDPLVP� RI
QRQ�LQWHUHVW� LQFRPH� RU� DQ� RQJRLQJ� UHGXFWLRQ� LQ� LQWHUHVW� LQFRPH�� ,Q� IDFW�� ERWK� SDWWHUQV� DUH� DW
ZRUN�� 1HW� LQWHUHVW� LQFRPH� DV� D� SHUFHQWDJH� RI� WRWDO� DVVHWV� �WKH� LQWHUHVW� PDUJLQ�� FRQWLQXRXVO\
GHFOLQHG�� DV� DQ� (8� DYHUDJH�� RYHU� WKH� ��������SHULRG��7KLV� GHFOLQH� LV� SDUWLFXODUO\� HYLGHQW� LQ� WKH
SHULRG���������LQ�ZKLFK�WKH�UDWLR�GHFUHDVHG�IURP��������WR��������LQ�������%\�FRQWUDVW��GXULQJ
WKH�VDPH�SHULRG������������DQ�LQFUHDVLQJ�WUHQG�FDQ�EH�REVHUYHG�IRU�WKH�QRQ�LQWHUHVW� LQFRPH�WR
DVVHWV� UDWLR� �IURP�������� WR�������� LQ� WKH� SHULRG� ����������$V� D� UHVXOW� RI� WKHVH� SDWWHUQV�� WKH
RSHUDWLQJ�LQFRPH�RI�(8�EDQNV�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV�GHFUHDVHG�IURP��������LQ������WR
�������LQ������

7KLUG�� WKH� LQFUHDVH� LQ�QRQ�LQWHUHVW� LQFRPH�VHHPV� WR�KDYH�KDG�D�SRVLWLYH� HIIHFW�RQ�EDQNV·
SURILWDELOLW\�LQ�UHFHQW�\HDUV��,W�VKRXOG�EH�PHQWLRQHG��KRZHYHU��WKDW�WKH�H[WHQVLRQ�RI�WKH�SRVLWLYH
LPSDFW� RI� WKH� QRQ�LQWHUHVW� LQFRPH� RQ� SURILWDELOLW\� KDV� EHHQ� FRQWDLQHG� E\� WKH� LQFUHDVHG� FRVWV
DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV��,PSURYHG�SURILWDELOLW\�KDV�DOVR
EHHQ� WKH� UHVXOW� RI� RWKHU� IDFWRUV� VXFK� DV� EHWWHU� FRVW� FRQWURO� DQG� PRUH� HIILFLHQW� XVH� RI� EDQNV·
FDSLWDO��0RUHRYHU��WKH�SRVLWLYH�LPSDFW�RQ�EDQNV·�SURILWDELOLW\�KDV�EHHQ�VXSSRUWHG�E\�WKH�IDYRXUDEOH
FRQGLWLRQV�SUHYDLOLQJ�LQ�WKH�VWRFN�PDUNHWV�LQ�UHFHQW�\HDUV��ZKLFK�PD\�QRW�EH�SHUPDQHQW�
*HQHUDOO\� VSHDNLQJ�� WKH� UHODWLRQVKLS� EHWZHHQ� SURILWDELOLW\� DQG� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW
LQFRPH�LV�QRW�VWUDLJKWIRUZDUG�DV�WKH� ODWWHU�PD\�HQWDLO�VLJQLILFDQW�FRVWV� IRU�EDQNV��7KH�JURZWK�RI
QRQ�LQWHUHVW� LQFRPH� FRXOG�� LQ� IDFW�� IDLO� WR� OHDG� WR� KLJKHU� SURILWV� LI� D� UHODWLYHO\� ODUJH� SDUW� RI� WKH
´DGGLWLRQDOµ�QRQ�LQWHUHVW�LQFRPH�LV�DEVRUEHG�E\�LQFUHDVHG�FRVWV��*URZWK�RQ�WKH�FRVW�VLGH�RI�IHHV
SD\DEOH� FRXOG� UHVXOW� IURP� JURZWK� RQ� WKH� UHYHQXH� VLGH� �H�J�� LI� WKH� GHYHORSPHQW� RI� DVVHW
PDQDJHPHQW� IHHV� FRLQFLGHV� ZLWK� LQFUHDVHG� IHHV� SDLG� WR� ILQDQFLDO� DGYLVRUV��� 0RUHRYHU�� WKH
GHYHORSPHQW� RI� VRPH� IHH� JHQHUDWLQJ� DFWLYLWLHV� FRXOG� HQWDLO� KLJKHU� SHUVRQQHO� RU� DGPLQLVWUDWLYH
FRVWV��,QFUHDVHG�FRVWV�FRXOG�EH�RQH�SRVVLEOH�UHDVRQ�ZK\�EDQNV�ZKLFK�DUH�PRUH�VSHFLDOLVHG�LQ�QRQ�
LQWHUHVW� DFWLYLWLHV� GR� QRW� VHHP� WR� EH� QHFHVVDULO\� PRUH� SURILWDEOH� WKDQ� RWKHUV� ZKLFK� DUH� OHVV
VSHFLDOLVHG��7KLV�FRVW�GLPHQVLRQ�SUREDEO\�VXSSRUWV�WKH�JHQHUDO�YLHZ�WKDW�VL]H�LV�DQ�DGYDQWDJH�ZKHQ
GHYHORSLQJ� QRQ�LQWHUHVW� DFWLYLWLHV�� /DUJH� EDQNV�� LQWHUQDWLRQDO� JURXSV� DQG� ILQDQFLDO� FRQJORPHUDWHV
VHHP� WR� EH� DW� D� FRPSHWLWLYH� DGYDQWDJH� LQ� GHYHORSLQJ� PDQ\� QRQ�LQWHUHVW� LQFRPH� JHQHUDWLQJ
DFWLYLWLHV��DV�WKH�ODUJH�VFDOH�RI�RSHUDWLRQV�ZRXOG�DSSHDU�WR�RIIHU�LQFUHDVHG�RSSRUWXQLWLHV�IRU�PRUH
UDSLGO\� DFKLHYLQJ� D� FULWLFDO� PDVV� WKURXJK� HFRQRPLHV� RI� VFDOH� DQG� VFRSH�� 0RUHRYHU�� ODUJH
LQVWLWXWLRQV�DUH�SUREDEO\�PRUH�DEOH�WR�DWWUDFW�DQG�UHWDLQ�WKH�KLJKO\�TXDOLILHG�SHUVRQQHO�QHHGHG�WR
GHYHORS�QHZ�DQG�PRUH�VRSKLVWLFDWHG�SURGXFWV�
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)RXUWK�� LQ� VHYHUDO� (8� FRXQWULHV� DQ� LQYHUVH� FRUUHODWLRQ� EHWZHHQ� LQWHUHVW� DQG� QRQ�LQWHUHVW
LQFRPH�VHHPV�WR�H[LVW��DOWKRXJK�WR�D�YDU\LQJ�GHJUHH��7KLV�ZRXOG�LQGLFDWH�WKDW�IOXFWXDWLRQ�LQ�RQH
VRXUFH�RI�LQFRPH�FRXOG��WR�D�FHUWDLQ�H[WHQW��RIIVHW�IOXFWXDWLRQ�LQ�WKH�RWKHU��+RZHYHU��WKH�UHVXOWV
VKRXOG�EH� LQWHUSUHWHG�ZLWK�FDXWLRQ��PDLQO\�GXH�WR�WKH� IDFW� WKDW� WKH�FRPSRVLWLRQ�RI�QRQ�LQWHUHVW
LQFRPH�KDV�QRW�UHPDLQHG�VWDEOH�GXULQJ�WKH�SHULRG�XQGHU�REVHUYDWLRQ��0RUHRYHU��WKH�FRPSRVLWLRQ
RI� QRQ�LQWHUHVW� LQFRPH� FRXOG� EH� LQIOXHQFHG� E\� SULFLQJ� SROLF\� RU� FRPPHUFLDO� IDFWRUV�� ,Q� WKLV
UHVSHFW�� LQ� SULFLQJ� WKHLU� VHUYLFHV�� EDQNV� DUH� LQFUHDVLQJO\� VZLWFKLQJ� IURP� DQ� LQWHUHVW�PDUJLQ� WR� D
V\VWHP�RI�IHHV��0DQ\�EDQNV�DUH�DOVR�RIIHULQJ�FUHGLW�RQ�YHU\�VWULFW�FRQGLWLRQV��WKXV�UHGXFLQJ�WKHLU
LQWHUHVW�PDUJLQ�LQ�WKH�KRSH�RI�GHYHORSLQJ�D�UHJXODU�IORZ�RI�QRQ�LQWHUHVW�LQFRPH�

)LQDOO\�� QRQ�LQWHUHVW� LQFRPH� DV� D� ZKROH� GRHV� QRW� VHHP� WR� EH� OHVV� YRODWLOH� WKDQ� LQWHUHVW
LQFRPH��(PSLULFDO�HYLGHQFH�VKRZHG�D�UDWKHU�PL[HG�SLFWXUH�ZLWK�UHJDUG�WR�WKH�YRODWLOLW\�RI�QRQ�
LQWHUHVW�LQFRPH�YLV�j�YLV�LQWHUHVW�LQFRPH��VLQFH�QHW�LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH
LQ� HLJKW� (8� FRXQWULHV�� ZKHUHDV� QRQ�LQWHUHVW� LQFRPH�ZDV� D�PRUH� YRODWLOH� VRXUFH� IRU� VHYHQ� (8
FRXQWULHV�� +RZHYHU�� QHW� LQWHUHVW� LQFRPH� DIWHU� WKH� GHGXFWLRQ� RI� SURYLVLRQLQJ� EHFRPHV� D� PRUH
YRODWLOH�VRXUFH�RI� LQFRPH�IRU�PRVW�RI�WKH�(8�FRXQWULHV��7KLV�FRXOG�EH�D�VLJQ�WKDW�EDQNV�PRYLQJ
LQWR�QRQ�LQWHUHVW� LQFRPH�DFWLYLWLHV� GR�QRW�QHFHVVDULO\�PRYH� LQWR�DUHDV�RI� JUHDWHU� YRODWLOLW\��7KH
DJJUHJDWH� UHVXOW� RI� QRQ�LQWHUHVW� LQFRPH� YRODWLOLW\� LV�� KRZHYHU�� WKH� RXWFRPH� RI� WZR� GLIIHUHQW
SDWWHUQV��2Q�WKH�RQH�KDQG��SURILWV�RQ� ILQDQFLDO�RSHUDWLRQV�DQG�� WR�D� OHVVHU�H[WHQW�� LQFRPH� IURP
�YDULDEOH� \LHOG�� VHFXULWLHV� SUHVHQW� KLJK� YRODWLOLW\�� RQ� WKH� RWKHU� KDQG�� IHHV� DQG� FRPPLVVLRQV� DUH
VLJQLILFDQWO\�OHVV�YRODWLOH�VRXUFHV�RI�QRQ�LQWHUHVW�LQFRPH��+RZHYHU��WKH�YDULRXV�FDWHJRULHV�RI�IHHV
DQG� FRPPLVVLRQV� DUH� WKHPVHOYHV� TXLWH� KHWHURJHQHRXV� LQ� WHUPV� RI� WKHLU� YRODWLOLW\�� )HHV� DQG
FRPPLVVLRQV�FKDUJHG�IRU�VHUYLFHV�UHODWLQJ�WR�W\SLFDO�EDQNLQJ�DFWLYLWLHV��H�J��SD\PHQW�WUDQVDFWLRQV�
VDIH�FXVWRG\�DQG�DFFRXQW�DGPLQLVWUDWLRQ��FRUUHVSRQGHQW�EDQNLQJ��DUH��LQ�JHQHUDO��OHVV�YRODWLOH�WKDQ
IHHV� DQG� FRPPLVVLRQV� FKDUJHG� RQ� DFWLYLWLHV� ZKLFK� DUH� DIIHFWHG� E\� HFRQRPLF� DQG� F\FOLFDO
GHYHORSPHQWV��H�J��XQGHUZULWLQJ�DFWLYLWLHV��EURNHUDJH�VHUYLFHV��WUHDVXU\�PDQDJHPHQW��WUDQVDFWLRQV
RQ�GHULYDWLYHV��SULYDWH�EDQNLQJ��FUHGLW�FDUG�EXVLQHVV���0RUHRYHU��WKH�SDUW�RI�QRQ�LQWHUHVW�LQFRPH
VWHPPLQJ� IURP� WKH� LQVWLWXWLRQDO� LQYHVWRUV� EHORQJLQJ� WR� WKH� VDPH� EDQNLQJ� JURXS� FRXOG� EH� TXLWH
VWDEOH�DQG��WR�WKH�H[WHQW�WKDW�ZLWKLQ�WKH�JURXS�WKH�ILQDQFLDO�SURGXFWV�RIIHUHG�E\�WKHVH�LQVWLWXWLRQDO
LQYHVWRUV�UHSODFH�WUDGLWLRQDO�GHSRVLWV��FDQ�EH�UHJDUGHG�DV�UDWKHU�VLPLODU�WR�LQWHUHVW�LQFRPH�

7KH� LQFUHDVHG� LQFLGHQFH� RI� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW� LQFRPH� KDV�� LQ� WKH� ILUVW� LQVWDQFH�
LPSOLFDWLRQV� IRU� WKH� ULVN� SURILOH� RI� EDQNV�� 7KH� PDLQ� DVSHFW� LV� WKDW� WKH� LPSRUWDQFH� RI� VRPH
FDWHJRULHV�RI�ULVNV�� LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV��KDV� LQFUHDVHG��+RZHYHU�
WR�WKH�H[WHQW�WKDW�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�LV�DFFRPSDQLHG�E\�D�UHODWLYH�UHGXFWLRQ
LQ� WKH�FODVVLFDO� LQWHUPHGLDWLRQ�DFWLYLW\�RI�EDQNV�� LW� FRXOG� OHDG� WR� VRPH� UHGXFWLRQ�RI� FUHGLW� ULVNV�
7KHVH� IDFWRUV�DUH� OLNHO\� WR�FRQWULEXWH�PRUH�WR�FKDQJLQJ� WKH�PL[�RI� ULVNV� WKDQ� WR� UHGXFLQJ� WKHLU
WRWDO� DPRXQW�� ,Q� DQ\� FDVH�� WKLV� GHYHORSPHQW� LV� H[SHFWHG� WR� PDNH� WKH� PDQDJHPHQW� RI� EDQNLQJ
DFWLYLW\�PRUH�FRPSOH[��,Q�WKH�VHFRQG�LQVWDQFH��WKH�FKDQJHV�LQ�EDQNV·�DFWLYLW\�DQG�LQFRPH�VWUXFWXUH
DOVR� KDYH� LPSOLFDWLRQV� IRU� SUXGHQWLDO� VXSHUYLVLRQ�� )LUVW�� WKH� GHYHORSPHQWV� LQ� TXHVWLRQ� VHHP� WR
VXSSRUW�WKH�LQWHQWLRQ�²� LQ�WKH�FRQWH[W�RI�WKH�FXUUHQW�UHYLHZ�RI�WKH�FDSLWDO�DGHTXDF\�UHJLPH�IRU
FUHGLW�ULVN�EHLQJ�XQGHUWDNHQ�LQ�WKH�PDLQ�LQWHUQDWLRQDO�VXSHUYLVRU\�IRUXPV�²�WR� OD\�GRZQ�VSHFLILF
FDSLWDO� UHTXLUHPHQWV� IRU� ULVNV� RWKHU� WKDQ� FUHGLW� DQG� PDUNHW� ULVNV�� 6HFRQG�� WKH\� PDNH� WKH
PRQLWRULQJ�DFWLYLW\�RI�EDQNLQJ�VXSHUYLVRUV�PRUH�FRPSOH[�
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,QWURGXFWLRQ

7KH� SUHVHQW� UHSRUW� KDV� EHHQ� SUHSDUHG� E\� WKH� %DQNLQJ� 6XSHUYLVLRQ� &RPPLWWHH� �%6&�� LQ� WKH
FRQWH[W�RI�WKH�WDVNV�RI�WKH�(XURV\VWHP�WR�FRQWULEXWH�WR�WKH�VPRRWK�FRQGXFW�RI�SROLFLHV�SXUVXHG
E\� WKH� FRPSHWHQW� DXWKRULWLHV� UHODWLQJ� WR� SUXGHQWLDO� VXSHUYLVLRQ� RI� FUHGLW� LQVWLWXWLRQV� DQG� WKH
VWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP� �$UWLFOH� ���� ���� RI� WKH� 7UHDW\� HVWDEOLVKLQJ� WKH� (XURSHDQ
&RPPXQLW\��� /DVW� \HDU� WKH�%6&�SUHSDUHG� WZR�RWKHU� UHSRUWV�� QDPHO\� WKH�RQH�RQ� WKH� ´3RVVLEOH
HIIHFWV�RI�(08�RQ�WKH�(8�EDQNLQJ�V\VWHPV�LQ�WKH�PHGLXP�WR�ORQJ�WHUPµ�DQG�WKDW�RQ�´7KH�HIIHFWV
RI�WHFKQRORJ\�RQ�WKH�(8�EDQNLQJ�V\VWHPVµ�SXEOLVKHG�LQ�)HEUXDU\�DQG�-XO\������UHVSHFWLYHO\�

7KLV�UHSRUW�FRQFHQWUDWHV�RQ�WKH�FKDQJHV� LQ�EDQNV·� LQFRPH�VWUXFWXUH��QRWDEO\�WKH�VXEVWLWXWLRQ�RI
QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH� UHVXOWLQJ� IURP� WKH� FKDQJLQJ� QDWXUH� RI� WKH� ILQDQFLDO
HQYLURQPHQW��7R� WKLV�HQG�� DQ�HPSLULFDO� DQG�TXDOLWDWLYH� DQDO\VLV�RI� WKH� LQFRPH�VWUXFWXUH�DQG� WKH
FRPSRQHQWV�RI�WKH�QRQ�LQWHUHVW�LQFRPH�KDV�EHHQ�FDUULHG�RXW��,Q�DGGLWLRQ��WKH�SRWHQWLDO�FKDQJHV�LQ
WKH� LQKHUHQW� OHYHO� RI� ULVN� LQ� EDQNLQJ� DQG� ILQDQFLDO� VHUYLFHV� JURXSV� DV� D� UHVXOW� RI� FKDQJHV� LQ� WKH
EDQNV·�LQFRPH�VWUXFWXUH�LV�DOVR�GLVFXVVHG�

7KH� UHSRUW� LV� VWUXFWXUHG�DV� IROORZV��6HFWLRQ��� WRXFKHV�XSRQ� WKH�PDLQ�HOHPHQWV� FKDUDFWHULVLQJ
WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ� DQG� ILQDQFLDO� VHUYLFHV� DQG� IRFXVHV�RQ�WKRVH� IDFWRUV�ZKLFK�KDYH�D
GLUHFW� LPSDFW� RQ� WKH� VWUXFWXUH� DQG� GHJUHH� RI� ULVN� RI� EDQNV·� LQFRPH�� )XUWKHUPRUH�� EDQNV·
UHVSRQVHV�WR�WKH�FKDQJLQJ�QDWXUH�RI�ILQDQFLDO�V\VWHPV�DUH�EULHIO\�FRQVLGHUHG��6HFWLRQ���FRQWDLQV
DQ�HPSLULFDO�LQYHVWLJDWLRQ�DQG�D�TXDOLWDWLYH�DQDO\VLV�RI�WKH�GLIIHUHQW�FRPSRQHQWV�RI�WKH�QRQ�LQWHUHVW
LQFRPH� RI� WKH� (8� EDQNLQJ� V\VWHP� FRYHULQJ� WKH� SHULRG� IURP� ����� WR� ������ 'DWD� FROOHFWHG� E\
QDWLRQDO� DXWKRULWLHV� DUH�XVHG� LQ� WKLV� VHFWLRQ�EHFDXVH� WKH\� SURYLGH�PRUH� GHWDLOHG� DQDO\VLV� RI� WKH
QRQ�LQWHUHVW� LQFRPH� VXE�FRPSRQHQWV� YLV�j�YLV� RWKHU� VRXUFHV� �H�J�� WKH�2(&'�� DQG� DOVR� FRYHU� D
PRUH�UHFHQW�WLPH�SHULRG��L�H�������GDWD���6HFWLRQ���DQDO\VHV�LQ�JUHDWHU�GHWDLO�WKH�PDLQ�IHDWXUHV�RI
QRQ�LQWHUHVW�LQFRPH��0RUH�VSHFLILFDOO\��LW�H[DPLQHV�WKH�H[WHQW�RI�WKH�VXEVWLWXWLRQ�RI�QRQ�LQWHUHVW
IRU�LQWHUHVW�LQFRPH��WKH�HIIHFWV�RI�QRQ�LQWHUHVW�LQFRPH�RQ�EDQNV·�SURILWDELOLW\�DQG�WKH�VHQVLWLYLW\�RI
QRQ�LQWHUHVW�LQFRPH�WR�WKH�VL]H�RI�EDQNV��,W�DOVR�ORRNV�DW�WKH�SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�LQWHUHVW
DQG�QRQ�LQWHUHVW�LQFRPH�DQG�H[DPLQHV�WKH�GHJUHH�RI�YRODWLOLW\�RI�WKH�YDULRXV�QRQ�LQWHUHVW�LQFRPH
FRPSRQHQWV��7KH�HPSLULFDO�LQYHVWLJDWLRQ�RI�VWUXFWXUDO�GHYHORSPHQWV�RYHU�SDVW�\HDUV�����������LV
EDVHG�RQ�WKH�2(&'�GDWDEDVH�DV� LW�SURYLGHV�D�FDOFXODWLRQ�RI�DYHUDJHV� IRU� WKH�(8�DQG�HXUR�DUHD
EDQNLQJ�V\VWHPV��ZKHUHDV�PRUH�UHFHQW�GHYHORSPHQWV��LQ�WKH�SHULRG����������DUH�DQDO\VHG�PDLQO\
RQ� WKH� EDVLV� RI� GDWD� SURYLGHG� E\� QDWLRQDO� DXWKRULWLHV� �QDWLRQDO� FHQWUDO� EDQNV� DQG� VXSHUYLVRU\
DXWKRULWLHV���6HFWLRQ� �� DGGUHVVHV� WKH� LPSOLFDWLRQV� RI� FKDQJHV� LQ� WKH� QDWXUH� RI� EDQNLQJ� DQG� LQ
VRXUFHV�RI�EDQNV·�LQFRPH�LQ�WHUPV�RI�EDQNLQJ�ULVNV�DQG�VRPH�UHODWHG�VXSHUYLVRU\�LVVXHV�

� 6WUXFWXUDO�FKDQJHV�LQ�(8�ILQDQFLDO�V\VWHPV

��� 'HYHORSPHQWV�LQ�WKH�ILQDQFLDO�V\VWHPV

$PRQJ� WKH� PDQ\� VWUXFWXUDO� GHYHORSPHQWV� ZKLFK� KDYH� DIIHFWHG� WKH� EDQNLQJ� VHFWRU�
GLVLQWHUPHGLDWLRQ� DVVXPHV� SDUWLFXODU� LPSRUWDQFH�� 'LVLQWHUPHGLDWLRQ� KDV� EHHQ� IDYRXUHG� E\� WKH
LQWURGXFWLRQ� RI� QHZ� WHFKQRORJLHV�� ILQDQFLDO� OLEHUDOLVDWLRQ� DQG� (XURSHDQ� (FRQRPLF� DQG�0RQHWDU\
8QLRQ��(08���ZKLFK�DOORZ�QHZ�PDUNHW�SDUWLFLSDQWV�WR�SHUIRUP�WDVNV�SUHYLRXVO\�ODUJHO\�UHVHUYHG
IRU�EDQNV��7KH�GLVLQWHUPHGLDWLRQ�SURFHVV�KDV�EHHQ�PRUH�LQWHQVH�ZLWK�UHJDUG�WR�WKH�GLYHUVLILFDWLRQ
RI�VDYLQJV�� ILQDQFLDO� LQWHUPHGLDULHV�RWKHU�WKDQ�EDQNV� �LQYHVWPHQW� IXQGV�� LQVXUDQFH�FRPSDQLHV� DQG
SHQVLRQ�IXQGV��KDYLQJ�JURZQ�FRQVLGHUDEO\�LQ�UHODWLYH�LPSRUWDQFH�LQ�DOO�(8�FRXQWULHV��$V�IDU�DV�WKH
ODWHVW� GHYHORSPHQWV� DUH� FRQFHUQHG� �VHH� 7DEOH����� WKHUH� KDV� EHHQ� D� FRQWLQXRXV� LQFUHDVH� LQ� WKH
UHODWLYH�LPSRUWDQFH�RI�RWKHU�ILQDQFLDO�LQWHUPHGLDULHV�DQG�HVSHFLDOO\�RI�LQYHVWPHQW�IXQGV�DV�RSSRVHG
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WR� FUHGLW� LQVWLWXWLRQV��$� NH\� DVSHFW�RI� WKH� JURZLQJ� LPSRUWDQFH�RI� ILQDQFLDO� LQWHUPHGLDULHV� RWKHU
WKDQ�EDQNV�LV�WKH�SULFH�HIIHFW�LQGXFHG�E\�D�ERRPLQJ�VWRFN�PDUNHW��+RZHYHU��FUHGLW�LQVWLWXWLRQV�DUH
VWLOO� SUHGRPLQDQW� LQ� WKH� (8� ILQDQFLDO� V\VWHPV�� DV� WKHLU� DVVHWV� H[FHHG� WKH� DVVHWV� RI� QRQ�EDQN
LQWHUPHGLDULHV�LQ�DOO�(8�FRXQWULHV�

7KH� LPSDFW� RI� GLVLQWHUPHGLDWLRQ� VR� IDU� VHHPV� WR� UHPDLQ� ZHDNHU� RQ� WKH� DVVHWV� VLGH� RI� FUHGLW
LQVWLWXWLRQV��:KLOH� WKH� WRWDO� YROXPH� RI� ERQGV� QRZ� H[FHHGV� WKDW� RI� EDQNV·� ORDQV� LQ� VHYHUDO� (8
FRXQWULHV� �7DEOH����� WKH�(8�ERQG�PDUNHW� LV� ODUJHO\� GRPLQDWHG�E\� JRYHUQPHQW� ERQGV�ZLWK� EDQN
ERQGV�UDQNLQJ�VHFRQG�LQ�WHUPV�RI�WKHLU�LPSRUWDQFH��7DEOH�����7KH�FRUSRUDWH�ERQG�PDUNHW�LV�QRW
YHU\�KLJKO\�GHYHORSHG�LQ�WKH�PDMRULW\�RI�(8�FRXQWULHV��7KH�VDPH�FDQ�EH�VDLG�IRU�WKH�FRPPHUFLDO
SDSHU�PDUNHW��7DEOH�����ZKLFK�LV�VWLOO�DW�DQ�HDUO\�VWDJH�RI�GHYHORSPHQW�LQ�PDQ\�(8�FRXQWULHV�

'UDZLQJ�RQ� WKH�DVVHVVPHQW�RI� WKH�(8�VXSHUYLVRU\�DXWKRULWLHV�� GLVLQWHUPHGLDWLRQ� LV� H[SHFWHG� WR
PDNH� IXUWKHU� DGYDQFHV�� GULYHQ� E\� FRPSHWLWLYH� IRUFHV� DQG� ,7� GHYHORSPHQWV�� 7KH� UHODWLYH
LPSRUWDQFH�RI�LQVWLWXWLRQDO�LQYHVWRUV�DQG�SHQVLRQ�IXQGV�LV�H[SHFWHG�WR�LQFUHDVH�IXUWKHU�DV�ORQJ�DV
KRXVHKROG�ZHDOWK� FRQWLQXHV� WR� EH�PDQDJHG�ZLWK� DQ� LQFUHDVLQJ� GHJUHH� RI� VRSKLVWLFDWLRQ� DQG�� LQ
SDUDOOHO�� SXEOLF� VRFLDO� VHFXULW\� V\VWHPV� RSHUDWLQJ� RQ� D� SD\�DV�\RX�JR� EDVLV� DUH� H[SHFWHG� WR� IDFH
SUREOHPV� LQ� WKH� IXQGLQJ� RI� SHQVLRQV�� 7KH� FKDQJLQJ� EHKDYLRXU� RI� KRXVHKROGV� ZLOO� EH� IXUWKHU
VWLPXODWHG�E\� WKH� FXUUHQW� ORZ�SUHYDLOLQJ� OHYHO� RI� LQWHUHVW� UDWHV� DQG�E\� D� VWDEOH�PDFURHFRQRPLF
HQYLURQPHQW��DV�LV�HQYLVDJHG�IROORZLQJ�WKH�LQWURGXFWLRQ�RI�WKH�HXUR�

0RQH\�DQG�FDSLWDO�PDUNHWV�ZLOO�EHFRPH�GHHSHU�DQG�PRUH�OLTXLG�RZLQJ�WR�WKH�HXUR�ZKLFK��LQ�WXUQ�
ZLOO�FUHDWH�PRUH�RSSRUWXQLWLHV�IRU�LVVXHUV�DQG�LQYHVWRUV� LQ�WKH�HXUR�FDSLWDO�DQG�PRQH\�PDUNHWV�
7KLV�GHYHORSPHQW�ZLOO�SUREDEO\� OHDG�WR�DQ�LQFUHDVH�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�PDUNHW� IXQGLQJ
YLV�j�YLV�EDQN�IXQGLQJ��$QRWKHU�H[SHFWHG�VWUXFWXUDO�FKDQJH�LQ�FDSLWDO�PDUNHWV�UHODWHV�WR�WKH�GHFOLQH
LQ� WKH� UHODWLYH� LPSRUWDQFH� RI� JRYHUQPHQW� VHFXULWLHV�� RZLQJ� WR� WKH� UHGXFWLRQ� RI� SXEOLF� GHEW�� $
JURZLQJ� XVH� RI� FRPPHUFLDO� SDSHU� LV� DOVR� IRUHFDVW�� EXW� WR� D� OHVVHU� GHJUHH�� 7R� VXPPDULVH� WKH
YDULRXV� FKDQJHV� DIIHFWLQJ� WKH� ILQDQFLDO� V\VWHP�� LW� KDV� RIWHQ� EHHQ� UHIHUUHG� WR� LQ� WKH� UHOHYDQW
OLWHUDWXUH�DV�D�PRYH�IURP�D�EDQN�RULHQWHG�WR�D�PDUNHW�RULHQWHG�HQYLURQPHQW��,Q�D�EDQN�RULHQWHG
HQYLURQPHQW�� EDQNV� SUHGRPLQDWH� DV� ILQDQFLDO� LQWHUPHGLDULHV� E\� FROOHFWLQJ� VDYLQJV� �WKURXJK
GHSRVLWV�� DQG� SURYLGLQJ� WKH� EXON� RI� H[WHUQDO� IXQGLQJ� WR� WKH� QRQ�ILQDQFLDO� VHFWRU�� 7KH� GRPLQDQW
SRVLWLRQ� RFFXSLHG� E\� EDQNV� LQ� D� EDQN�RULHQWHG� V\VWHP� LV� DOVR� FKDUDFWHULVHG� E\� DFFHVV� WR
LQIRUPDWLRQ� LQ� RUGHU� WR� HYDOXDWH�� SULFH� DQG� PDQDJH� WKH� ULVNV� RI� SURVSHFWLYH� IXQG� XVHUV�� ,Q� D
PDUNHW�RULHQWHG� HQYLURQPHQW�� EDQNV� IDFH� FRPSHWLWLRQ� IURP� RWKHU� ILQDQFLDO� DQG� QRQ�ILQDQFLDO
LQWHUPHGLDULHV� �H�J�� LQVXUDQFH�FRPSDQLHV��RSHQ�DQG�FORVHG�HQGHG� LQYHVWPHQW� IXQGV���DQG�PDUNHW
IXQGLQJ� FRQVWLWXWHV� D� VLJQLILFDQW� VRXUFH� RI� IXQGV� IRU� QRQ�ILQDQFLDO� ILUPV�� ,Q� WKLV� UHVSHFW�� D� ODUJH
SRUWLRQ� RI� EDQNV·� LQFRPH� VWHPV� IURP� WUDGLQJ� DQG� XQGHUZULWLQJ�� WKHUHE\� UDLVLQJ� WKH� OHYHO� RI
LQIRUPDWLRQ�VKDULQJ�IRU�WKH�EHQHILW�RI�RWKHU�ILQDQFLDO�LQWHUPHGLDULHV�

7KLV�GLVWLQFWLRQ�EHWZHHQ�WKHVH�WZR�SKDVHV�²�EDQN�RULHQWHG�DQG�PDUNHW�RULHQWHG�²�FDQ�EH�XVHIXO
DV�D�VLPSOH�LOOXVWUDWLRQ�RI�WKH�WZR�SROHV�EHWZHHQ�ZKLFK�GLIIHUHQW�EDQNLQJ�V\VWHPV�FDQ�EH�FODVVLILHG�
,W�VKRXOG�QRW��KRZHYHU��EH�IRUJRWWHQ�WKDW�WKH�VLWXDWLRQ��LQ�UHDOLW\��LV�PRUH�FRPSOH[��7KHUH�UHPDLQ
PDQ\�RWKHU�VRXUFHV�RI�VWUXFWXUDO�GLIIHUHQFHV�EHWZHHQ�FRXQWULHV��ZKLFK�DUH�RIWHQ�FRPSOHPHQWHG
E\�GLIIHUHQFHV�ZLWKLQ�FRXQWULHV��,QGHHG��GLIIHUHQW�EDQNV�EHORQJLQJ�WR�RQH�QDWLRQDO�ILQDQFLDO�V\VWHP
FRXOG� IROORZ� YDULRXV� VWUDWHJLHV�� GHFLGLQJ� WR� FRQFHQWUDWH� RQ� WUDGLWLRQDO� EDQNLQJ� DFWLYLWLHV� RU� WR
PRYH�WRZDUGV�PDUNHW�RULHQWHG�D[HV�

,W� LV� DQWLFLSDWHG� WKDW� GLIIHUHQFHV� LQ� VWUXFWXUH� EHWZHHQ� WKH�(8� ILQDQFLDO� V\VWHPV�ZLOO� FRQWLQXH� WR
SUHYDLO�LQ�WKH�PHGLXP�WHUP�IRU�D�YDULHW\�RI�UHDVRQV��VWUXFWXUDO�DV�ZHOO�DV�F\FOLFDO���,Q�WKLV�UHVSHFW�
GLYHUVH� ILVFDO� WUHDWPHQWV� DW� D� QDWLRQDO� OHYHO� FRXOG� IDYRXU� RU� GLYHUW� ILQDQFLDO� LQWHUPHGLDWLRQ�� ,Q
)LQODQG��IRU�LQVWDQFH��WKH�WD[�V\VWHP�IDYRXUV�EDQN�LQWHUPHGLDWLRQ��VLQFH�PRVW�RI�WKH�EDQN�DFFRXQWV
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KHOG� E\� LQGLYLGXDOV� DUH� WD[� H[HPSW��&RQYHUVHO\�� GLIIHUHQW� WD[� WUHDWPHQWV� �H�J��LQ� %HOJLXP�ZKHUH
FDSLWDO� JDLQV� DUH� WD[� H[HPSW�� KDYH� VWLPXODWHG� D� VLJQLILFDQW� JURZWK� LQ� XQGHUWDNLQJV� HQJDJLQJ� LQ
FROOHFWLYH�LQYHVWPHQW�LQ�WUDQVIHUDEOH�VHFXULWLHV��8&,76��DQG�LQYHVWPHQW�IXQGV�

��� %DQNV·�UHVSRQVHV

5HFRXUVH� WR� D� FODVVLILFDWLRQ� LQYROYLQJ� WZR� SKDVHV� �L�H�� D� EDQN�RULHQWHG� DQG� D� PDUNHW�RULHQWHG
SKDVH�� LQ� RUGHU� WR� GHVFULEH� WKH� GLVLQWHUPHGLDWLRQ� SURFHVV� KDV� DQRWKHU� VKRUWFRPLQJ�� ,W� FRXOG
FRQYH\�WKH�LPDJH�RI�D�EDQNLQJ�VHFWRU�LQHYLWDEO\�VKULQNLQJ�E\�ZD\�RI�D�VRUW�RI�'DUZLQLDQ�SURFHVV�LQ
ZKLFK�PDUNHWV�ZLOO�VORZO\�DEVRUE�DOO�IXQFWLRQV�DW�SUHVHQW�FDUULHG�RXW�E\�EDQNV��,W�LV�WUXH�WKDW�EDQNV
FRXOG� ORVH� VRPH� RI� WKHLU� ´VSHFLILFLW\µ� LQ� WKHLU� FRUH� RU� ´WUDGLWLRQDOµ� DFWLYLWLHV�� ,Q� WKLV� FRQWH[W�
DOWHUQDWLYHV� IRU� ORDQV� FDQ� QRZ� EH� SURYLGHG� E\� QRQ�EDQN� FRPSHWLWRUV� DV� SDUW� RI� WKH
GLVLQWHUPHGLDWLRQ�SURFHVV� DQG� WKH�YROXPH�RI� GHSRVLWV� LV� GHFOLQLQJ� DV� D� UHVXOW� RI� WKH� FRQWLQXRXV
LQFUHDVH� LQ�SURGXFWV�RIIHUHG�E\� LQVWLWXWLRQDO� LQYHVWRUV�ZKLFK�DUH�FRQVLGHUHG�DV� FORVH� VXEVWLWXWHV
IRU�EDQNV·�GHSRVLWV��7KH�IXQFWLRQ�RI�EDQNV�DV�SURYLGHUV�RI�SD\PHQW�DQG�VHWWOHPHQW�VHUYLFHV�FRXOG
DOVR�EH�FKDOOHQJHG�E\�QRQ�EDQN�ILQDQFLDO�LQVWLWXWLRQV�

+RZHYHU��VXFK�GHYHORSPHQWV�UHSUHVHQW�RQO\�RQH�DVSHFW�RI�WKH�HYROXWLRQ�RI�WKH�ILQDQFLDO�V\VWHP�
7KH� RWKHU� LPSRUWDQW� DVSHFW� LV� WKDW� EDQNV� DUH� UHVSRQGLQJ� WR� WKH� FKDQJLQJ� HQYLURQPHQW�� 7KRVH
UHVSRQVHV� FDQ� EH� VXPPDULVHG� DV� IROORZV�� 2Q� WKH� OLDELOLWLHV� VLGH� RI� WKHLU� EDODQFH�VKHHWV�� EDQNV
UHVSRQG�WR�WKH�FRPSHWLWLYH�HQYLURQPHQW�DV�IDU�DV�GHSRVLW�WDNLQJ�LV�FRQFHUQHG��HLWKHU�E\�RIIHULQJ
IXUWKHU��EDODQFH�VKHHW��SURGXFWV�VXFK�DV�EDQN�ERQGV��FHUWLILFDWHV�RI�GHSRVLW��HWF��RU�E\�H[SDQGLQJ
LQ�W\SHV�RI�EXVLQHVV�VXFK�DV� WKH�VHOOLQJ�RI�PXWXDO� IXQGV�DQG� OLIH� LQVXUDQFH�� ,Q� WKLV�UHVSHFW��EDQNV
KDYH�DOVR�HQJDJHG�LQ�WKLV�EXVLQHVV�E\�HVWDEOLVKLQJ�VSHFLDO�ILQDQFLDO�VXEVLGLDULHV�RU�HQWHULQJ�LQWR�FR�
RSHUDWLYH� DJUHHPHQWV�ZLWK�RWKHU� ILQDQFLDO� XQGHUWDNLQJV�� VXFK� DV� LQVXUDQFH� FRPSDQLHV��0DQ\� (8
FRXQWULHV�KDYH�VHHQ�WKH�GHYHORSPHQW�RI�´FRQWUDFW�EDQNLQJµ��ZLWK�EDQNV�RIIHULQJ�D�ZLGH�UDQJH�RI
SURGXFWV�DQG�VHUYLFHV�UHO\LQJ�RQ�D�VHW�RI�FRQWUDFWV�ZLWK�D�UDQJH�RI�LQWHUQDO�DQG�H[WHUQDO�VXSSOLHUV
RI�WKH�FRPSRQHQWV�RI�WKHVH�XOWLPDWH�SURGXFWV�DQG�VHUYLFHV��7KH�YDOXH�DGGHG�EURXJKW�E\�WKH�EDQN�
FRQWUDFWRU� LV� WKH�PDQDJHPHQW� RI� WKHVH� FRQWUDFWV��� $Q� LQFUHDVHG� GHJUHH� RI� VXEVLGLDULVDWLRQ� DQG
FRQJORPHUDWLRQ� KDV� EHHQ� UHSRUWHG� IRU� DOO� WKH� (8� EDQNLQJ� V\VWHPV�� ,Q� DGGLWLRQ�� (8� EDQNV� DUH
DFWLYHO\� LQYROYHG� LQ� WKH� GLVLQWHUPHGLDWLRQ� SURFHVV�� ,Q� WKDW� FRQWH[W�� LQ� WKH� PDMRULW\� RI� 0HPEHU
6WDWHV� PRUH� WKDQ� ��� �� RI� XQGHUWDNLQJV� IRU� FROOHFWLYH� LQYHVWPHQWV� LQ� WUDQVIHUDEOH� VHFXULWLHV
�8&,76��DUH�FRQWUROOHG�E\�EDQNV���7DEOH����

2Q�WKH�DVVHWV�VLGH��WKH�GRPLQDQW�UROH�RI�EDQNV�DV�FUHGLW�SURYLGHUV�LV��WR�D�ODUJH�H[WHQW��H[SHFWHG
WR�FRQWLQXH�LQ�WKH�FRPLQJ�\HDUV��H[WHQGLQJ�WKH�JURZLQJ�WUHQG��DV�D�SHUFHQWDJH�RI�*'3��ZKLFK�ZDV
UHFRUGHG�LQ�SUHYLRXV�\HDUV��VHH�7DEOH����IRU�WKH�IROORZLQJ�UHDVRQV�
)RU�KRXVHKROGV��EDQN�FUHGLW� UHPDLQV� D�PDLQ� VRXUFH�RI� ILQDQFH� LQ� UHODWLRQ� WR�RWKHU� FRPSHWLWRUV
RIIHULQJ�FUHGLW�IDFLOLWLHV��H�J��LQVXUDQFH�FRPSDQLHV�DQG�RWKHU�QRQ�EDQN�ILQDQFLDO�LQWHUPHGLDULHV�DQG
HQWHUSULVHV���0RUHRYHU��SDUW�RI�KRXVHKROG�GHEW�WDNHV�WKH�IRUP�RI�FUHGLW�FDUG� ILQDQFLQJ��ZKLFK� LV
DOVR�FKDQQHOOHG�WKURXJK�WKH�EDQNLQJ�V\VWHP�

)RU�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��60(V��ZKRVH�DFFHVV�WR�DOWHUQDWLYH�VRXUFHV�RI�ILQDQFH�LV
OLPLWHG� RU� QRQ�H[LVWHQW� LQ� PRVW� RI� WKH� (8� FRXQWULHV�� EDQN� FUHGLW�� ODUJHO\� EDVHG� RQ� D� FORVH
FXVWRPHU�UHODWLRQVKLS��LV�H[SHFWHG�WR�UHPDLQ�SUHGRPLQDQW�LQ�WKH�\HDUV�DKHDG��7KH�PDLQ�UHDVRQV
IRU�WKLV�FRXOG�EH�WKH�DV\PPHWU\�RI�LQIRUPDWLRQ�DQG�ODFN�RI�DFFHVV�WR�WKH�FDSLWDO�PDUNHWV�IRU�60(V
DQG�WKH�QHHG�IRU�FORVH�HYDOXDWLRQ�DQG�PRQLWRULQJ�

� '��7�� /OHZHOO\Q�� ´%DQNLQJ� LQ� WKH���VW�&HQWXU\�� 7KH� WUDQVIRUPDWLRQ� RI� DQ� LQGXVWU\µ�� WDNHQ� IURP�´7KH� )XWXUH� RI� WKH� )LQDQFLDO�6\VWHP�
3URFHHGLQJV�RI�D�&RQIHUHQFHµ��(FRQRPLF�*URXS�5HVHUYH�%DQN�RI�$XVWUDOLD��SDJH�����

�� %6&�UHSRUW�HQWLWOHG�´3RVVLEOH�HIIHFWV�RI�(08�RQ�WKH�(8�EDQNLQJ�V\VWHPV�LQ�WKH�PHGLXP�WR�ORQJ�WHUPµ��)HEUXDU\�������SDJH����
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)RU� ODUJH� FRUSRUDWLRQV�� DQG� PDLQO\� IRU� WKRVH� ZLWK� D� VLJQLILFDQW� LQWHUQDWLRQDO� SUHVHQFH�� WKH
GLVLQWHUPHGLDWLRQ� SURFHVV� DFKLHYHG� E\� E\SDVVLQJ� WKH� WUDGLWLRQDO� EDQNLQJ� V\VWHP� YLD� ILQDQFLDO
PDUNHWV� ZLOO� EH� UHLQIRUFHG�� +RZHYHU�� DW� OHDVW� IRXU� FRQVLGHUDWLRQV� VKRXOG� EH�PHQWLRQHG� ZKLFK
FRXOG� HDVH� WKLV� SURFHVV�� )LUVW�� ODUJH� FRUSRUDWLRQV� ZLOO� FRQWLQXH� WR� GHPDQG� FUHGLW� IURP� EDQNV�
EHFDXVH�EDQN�ERUURZLQJ�FRXOG�EH�XVHG�DV�D�VLJQDO�IRU�WKH�FDSLWDO�PDUNHWV�RI�WKHLU�FUHGLWZRUWKLQHVV
�L�H��EDQNV�DV�OHQGHUV�KDYH�HYDOXDWHG�WKHP�EHIRUH�XQGHUWDNLQJ�FUHGLW�ULVNV���6HFRQG��FUHGLW�IDFLOLWLHV
FRXOG� EH�XVHG� DV� DQ� DOWHUQDWLYH� VRXUFH�RI� ILQDQFLQJ� LQ� WKH� HYHQW� RI�PDUNHW� GRZQWXUQV� DIIHFWLQJ
DFFHVV� WR� WKH�FDSLWDO�PDUNHWV��7KLUG��PDUNHW� IXQGLQJ�FRXOG�EH�FRPELQHG�ZLWK� WKH� XVH�RI� EDQNV·
VHUYLFHV�LQ�WKH�IRUP�RI�EDFNXS�OLQHV��V\QGLFDWHG�ORDQV��JXDUDQWHHV��XQGHUZULWLQJ�IDFLOLWLHV��WUHDVXU\
PDQDJHPHQW��HWF��)RXUWK��ODUJH�FRUSRUDWLRQV�PD\�KDYH�D�JUHDWHU�GHJUHH�RI�IOH[LELOLW\�WR�QHJRWLDWH
WKH�WHUPV�DQG�FRQGLWLRQV�RI�D�EDQN�ORDQ�UDWKHU�WKDQ�WKRVH�RI�D�ERQG�LVVXDQFH�

)LQDOO\�� EDQNV� DUH�QRW�RQO\� DGDSWLQJ� WR�D�PRUH�PDUNHW�RULHQWHG� ILQDQFLDO� VWUXFWXUH�� EXW� DUH� DOVR
FRQWULEXWLQJ�WR�WKH�JHQHUDO�GHYHORSPHQW�RI�VXFK�D�VWUXFWXUH�WKURXJK�WKHLU�WUDGLQJ�DFWLYLWLHV�RU�E\
LQLWLDWLQJ� VHFXULWLVDWLRQ� RSHUDWLRQV�� 2YHU� UHFHQW� \HDUV� WKH� YDOXH� RI� EDQNV·� WUDGLQJ� ERRNV� KDV
LQFUHDVHG�LQ�DOPRVW�DOO�(8�FRXQWULHV�

��� (IIHFWV�RQ�EDQNV·�LQFRPH�VWUXFWXUH

%DQNV�UHVSRQVHV�WR�WKH�FKDQJLQJ�ILQDQFLDO�V\VWHPV�KDYH�EHHQ�PRVW�FOHDUO\�YLVLEOH�LQ�WKHLU�ILQDQFLDO
DFFRXQWV��7KH\�DUH�ILUVW�UHIOHFWHG�LQ�WKHLU�RII�EDODQFH�VKHHW�DFWLYLWLHV��7KHVH�DFWLYLWLHV� LQFUHDVH�DV
EDQNV�GLYHUVLI\�WKHLU�SURGXFW�UDQJH� LQ�RUGHU�WR�PDLQWDLQ� WKHLU�GHJUHH�RI� FRPSHWLWLYHQHVV� DQG�WR
LQFUHDVH�WKHLU�FXVWRPHU�EDVH�DQG�WKHLU� IHH� LQFRPH��0DMRU�RII�EDODQFH�VKHHW� LWHPV�DUH�UHODWHG� WR
WUDGLWLRQDO�W\SHV�RI�EXVLQHVV��ORDQ�FRPPLWPHQWV��JXDUDQWHHV��HWF���DQG�GHULYDWLYH�DFWLYLWLHV�
2II�EDODQFH�VKHHW�DFWLYLWLHV�KDYH�EHHQ�JURZLQJ�DW�UHPDUNDEO\�KLJK�UDWHV�LQ�PDQ\�(8�FRXQWULHV��7KH
GHULYDWLYHV� EXVLQHVV� DOVR� KDV� D� TXLWH� GLIIHUHQW� GHJUHH� RI� UHODWLYH� LPSRUWDQFH� DFURVV� WKH� (8
FRXQWULHV�� ,QIRUPDWLRQ� RQ� WKH� GHYHORSPHQW� RI� RYHU�WKH�FRXQWHU� �27&�� GHULYDWLYHV� DQG� );
DFWLYLWLHV�IURP�D�JOREDO�SHUVSHFWLYH�LV�SURYLGHG�LQ�7DEOHV���DQG���

7KH� RWKHU� QRWLFHDEOH� FKDQJH� LQ� EDQNV·� ILQDQFLDO� DFFRXQWV� FRQFHUQV� WKH� GHYHORSPHQW� RI� QRQ�
LQWHUHVW�LQFRPH��7KH�FRPSHWLWLRQ�IURP�QRQ�EDQN�ILQDQFLDO� LQVWLWXWLRQV�DQG�WKH�UHVXOWLQJ�SUHVVXUH
RQ�LQWHUPHGLDWLRQ�PDUJLQV�KDV�OHG�EDQNV�WR�RIIVHW�WKH�GHFUHDVH�LQ�WKHLU�LQWHUHVW�LQFRPH�E\�VKLIWLQJ
WR�RWKHU�VRXUFHV�RI�LQFRPH�VXFK�DV�IHHV�DQG�FRPPLVVLRQV�

7KH� DQDO\VLV� RI� WKLV� VKLIW� LV� QRW� RQO\� LPSRUWDQW� LQ� RUGHU� WR� XQGHUVWDQG� WKH� YDULRXV� IRUPV� RI
GLVLQWHUPHGLDWLRQ��,W�DOVR�SURYLGHV�NH\�LQIRUPDWLRQ�IRU�HYDOXDWLQJ�WKH�H[WHQW�WR�ZKLFK�WKLV�SURFHVV
FRXOG� DIIHFW� EDQNV·� SURILWDELOLW\�� ,QGHHG�� WKH� GHJUHH� RI� GLVLQWHUPHGLDWLRQ� LV� QRW� H[SHFWHG� WR� EH
HTXDOO\�VKDUHG�DPRQJ�WKH�GLIIHUHQW�EDQNV�DQG�GLIIHUHQW�EDQNLQJ�V\VWHPV��WKHUH�ZLOO�EH� ORVHUV�DQG
ZLQQHUV�DV�D�UHVXOW�RI�WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ�DFWLYLWLHV��,QFRPH�PLJKW�EH�UHDOORFDWHG�ERWK
DFURVV�EDQNLQJ�V\VWHPV�DV�ZHOO�DV�IURP�EDQNV�WR�QRQ�EDQNV��ZKHWKHU�DV�D�UHVXOW�RI�WKH�LQFUHDVH�RI
FRPSHWLWLRQ�ZLWKLQ�WKH�HXUR�DUHD�RU�E\�QRQ�HXUR�QRQ�(8�DUHD�FRPSHWLWRUV�

� 1RQ�LQWHUHVW�LQFRPH�FRPSRQHQWV

1RQ�LQWHUHVW� LQFRPH� LV� D� PL[WXUH� RI� KHWHURJHQHRXV� FRPSRQHQWV� WKDW� GLIIHU� LQ� WHUPV� RI� WKHLU
UHODWLYH� LPSRUWDQFH� �L�H�� WKHLU� VKDUH� LQ� EDQNV·� QRQ�LQWHUHVW� LQFRPH��� 7KHUHIRUH� DQ� HPSLULFDO
LQYHVWLJDWLRQ�RI�WKH�VXE�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�ZDV�FDUULHG�RXW�IRU�WKH�SHULRG�����
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WR������DQG�WKH�HPSLULFDO�ILQGLQJV�DUH�VKRZQ�LQ�7DEOHV���WR�����7KH�EUHDNGRZQ�ZDV�EDVHG�RQ�WKH
OD\RXW�SURYLGHG�E\�WKH�%DQNLQJ�$FFRXQWV�'LUHFWLYH��%$'���

,W�VKRXOG�EH�QRWHG�WKDW�WKH�GDWD�FROOHFWHG�IRU�WKLV�IDFW�ILQGLQJ�H[HUFLVH�PXVW�EH�FRQVLGHUHG�ZLWK
FDXWLRQ��&RPSDULVRQV�EHWZHHQ�FRXQWULHV�FDQ�EH�DIIHFWHG�QRW�RQO\�E\� VWUXFWXUDO�GLIIHUHQFHV��EXW
DOVR�E\�GLYHUJHQFHV�LQ�WKH�DFFRXQWLQJ�WUHDWPHQW�RI�WKH�YDULRXV�VRXUFHV�RI�LQFRPH��E\�GLIIHUHQFHV
LQ� WKH� UHSRUWLQJ� VFKHPHV� RU� E\� YDULDWLRQV� LQ� WKH� EDQN� VDPSOHV� XVHG� IRU� WKH� SXUSRVHV� RI� WKH
DQDO\VLV��$OWKRXJK�WKHVH�IDFWRUV�VKRXOG�QRW��LQ�SULQFLSOH��DIIHFW�WKH�FRPSDULVRQ�RI�GDWD�UHODWLQJ�WR
WKH�VDPH�FRXQWU\�RYHU�WLPH��VXFK�D�WUHQG�DQDO\VLV� LV�VHQVLWLYH�WR�WKH�F\FOLFDO�HYROXWLRQ�RU�WR�WKH
ODFN�RI�ORQJ�VHULHV�RI�GDWD��,Q�VHYHUDO�FRXQWULHV�WKHUH�LV�DOVR�D�WHQGHQF\�IRU�EDQNV�WR�HQWUXVW�VRPH
RI� WKHLU� QRQ�LQWHUHVW� DFWLYLWLHV� �VXFK� DV� SULYDWH� EDQNLQJ� DQG� FRUSRUDWH� EDQNLQJ�� WR� VXEVLGLDULHV
VSHFLILFDOO\� FUHDWHG� IRU� WKDW� SXUSRVH�� 7KLV� FRXOG� GHWHUPLQH� DQ� DGGLWLRQDO� ELDV� DV� WKH� RQO\� GDWD
DYDLODEOH�IRU�WKLV�UHSRUW�ZHUH�SURYLGHG�RQ�DQ�XQFRQVROLGDWHG�EDVLV��,W�VKRXOG�EH�QRWHG��KRZHYHU�
WKDW�LQFRPH�IURP�EDQNV·�VXEVLGLDULHV�RU�DIILOLDWHV�RI�WKH�VDPH�ILQDQFLDO�JURXS�LV�DOVR�FDSWXUHG�RQ�DQ
XQFRQVROLGDWHG�EDVLV� LQ�DQ� LQGLUHFW�ZD\�� DV� LW� LV� UHFRUGHG� DV� LQFRPH� IURP�SDUWLFLSDWLQJ� LQWHUHVWV
DQG� LQFRPH� IURP� VKDUHV� LQ� DIILOLDWHG� XQGHUWDNLQJV� ZKLFK� DUH� VXE�FRPSRQHQWV� RI� LQFRPH� IURP
VHFXULWLHV��RQH�RI�WKH�QRQ�LQWHUHVW�LQFRPH�FRPSRQHQWV�

1RQ�LQWHUHVW� LQFRPH�� ZDV� FDOFXODWHG� DV� WKH� VXP� RI� QHW� IHHV� DQG� FRPPLVVLRQV� �IHHV� DQG
FRPPLVVLRQV�UHFHLYDEOH� OHVV� IHHV�DQG�FRPPLVVLRQV�SD\DEOH��� LQFRPH� IURP�VHFXULWLHV� DQG� WKH�QHW
SURILW� �ORVV�� RQ� ILQDQFLDO� RSHUDWLRQV� DQG� RWKHU� RSHUDWLQJ� LQFRPH�� 7KH� IROORZLQJ� FKDUWV� VKRZ
GHYHORSPHQWV� LQ�WHUPV�RI�UHODWLYH� LPSRUWDQFH� IRU�HDFK�RI� WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW
LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�DQG�HXUR�DUHD�EDQNLQJ�V\VWHPV�

�ZHLJKWHG�DYHUDJHV��DQG�IRU�WKH�SHULRG����������

�&KDUW��

Components of non-interest income
(percentage points; euro area weighted average)

� 7KH�%DQNLQJ�$FFRXQWV�'LUHFWLYH��%$'��LV�&RXQFLO�'LUHFWLYH��������((&�RI���'HFHPEHU������RQ�WKH�DQQXDO�DFFRXQWV�DQG�FRQVROLGDWHG
DFFRXQWV�RI�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�

� $FFRUGLQJ�WR�$UWLFOH����RI�WKH�%$'�LQFRPH�IURP�VHFXULWLHV�FRUUHVSRQGV�WR�SRLQW���RI�WKH�YHUWLFDO�OD\RXW��QHW�FRPPLVVLRQV�WR�SRLQW���PLQXV
���QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV�WR�SRLQW���DQG�RWKHU�RSHUDWLQJ�LQFRPH�WR�SRLQW����)RU�WKH�SXUSRVH�RI�WKH�VWDWLVWLFDO�H[HUFLVH��RWKHU
RUGLQDU\�LWHPV��%$'��$UWLFOH�����SRLQWV����DQG�����DQG�H[WUDRUGLQDU\�LWHPV��$UWLFOH�����SRLQWV����DQG�����ZHUH�QRW�LQFOXGHG�

�� 7KH�(8�UHIHUV�WR�WKH����FRXQWULHV�FRPSULVLQJ�WKH�(XURSHDQ�8QLRQ��ZKHUHDV�WKH�HXUR�DUHD�FRQVLVWV�RI�WKH����(8�FRXQWULHV�ZKLFK�HQWHUHG
LQWR�6WDJH�7KUHH�RI�(FRQRPLF�DQG�0RQHWDU\�8QLRQ�DQG�DGRSWHG�WKH�HXUR�DV�WKHLU�QDWLRQDO�FXUUHQF\�

� ,Q�RUGHU�WR�RYHUFRPH�WKH�QRQ�DYDLODELOLW\�RI�GDWD�IURP�WKUHH�FRXQWULHV��)LQODQG��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP��IRU�WKH�ILUVW�WZR�\HDUV�RI
WKH�REVHUYDWLRQ�SHULRG��WKH�(8�DQG�HXUR�DUHD�ZHLJKWHG�DYHUDJHV�IRU�WKH�\HDUV������DQG������LQFOXGH��DV�SUR[LHV��WKH������ILJXUHV�IRU
WKHVH�WKUHH�FRXQWULHV�

0

10

20

30

40

50

60

70

80

1993 1994 1995 1996 1997 1998

income from fees and commissions 

net profit (loss) on financial
operations

income from securities

other operating income



�� (&%�(8�%DQNV·�,QFRPH�6WUXFWXUH�•�$SULO�����

�&KDUW��

Components of non-interest income
(percentage points; EU weighted average)

)HHV�DQG�FRPPLVVLRQV

)HHV�DQG�FRPPLVVLRQV�UHSUHVHQW�E\�IDU�WKH�PRVW�LPSRUWDQW�FRPSRQHQW��DFFRXQWLQJ�IRU������RI�DOO
QRQ�LQWHUHVW� LQFRPH��(8�ZHLJKWHG�DYHUDJH� IRU� WKH�SHULRG�����������7KH� UHODWLYH� LPSRUWDQFH�RI
WKLV�VRXUFH�RI�LQFRPH�KDV�UHFRUGHG�D�GRZQZDUG�WUHQG�RYHU�WKH�SHULRG����������7KH�GLIIHUHQFH�LQ
OHYHOV�EHWZHHQ�WKH�(8�DQG�WKH�HXUR�DUHD��WKH�ZHLJKWHG�DYHUDJH�IRU�WKH�HXUR�DUHD�ZDV������IRU
��������� LV�PDLQO\�H[SODLQHG�E\� WKH�KLJK�UHODWLYH� LPSRUWDQFH�RI� IHHV� DV�SDUW�RI� WKH�QRQ�LQWHUHVW
LQFRPH�IRU�WKH�8QLWHG�.LQJGRP�EDQNV�������LQ�������VHH�7DEOH�����$W�WKH�RWKHU�H[WUHPH��LQFRPH
IURP�IHHV�DQG�FRPPLVVLRQV�RQO\�UHSUHVHQWHG������RI�QRQ�LQWHUHVW�LQFRPH�LQ�3RUWXJDO�DQG�6ZHGHQ
DQG������LQ�%HOJLXP�LQ������

1HW�UHVXOW�RI�ILQDQFLDO�RSHUDWLRQV

7KH� QHW� UHVXOW� �SURILW� RU� ORVV�� RI� ILQDQFLDO� RSHUDWLRQV� �FRPSULVLQJ� QHW� UHVXOW� RQ� WUDQVDFWLRQV� LQ
VHFXULWLHV�ZKLFK� DUH� QRW� KHOG� DV� ILQDQFLDO� DVVHWV� WRJHWKHU�ZLWK� YDOXH� DGMXVWPHQWV� DQG� YDOXH� UH�
DGMXVWPHQWV�RQ�VXFK�VHFXULWLHV��QHW�UHVXOW�RQ�H[FKDQJH�DFWLYLWLHV� DQG�QHW�UHVXOW�RQ�RWKHU�EX\LQJ
DQG� VHOOLQJ� RSHUDWLRQV� LQYROYLQJ� ILQDQFLDO� LQVWUXPHQWV�� LQFOXGLQJ� SUHFLRXV�PHWDOV�� FRQVWLWXWHV� WKH
VHFRQG� FRPSRQHQW� RI� QRQ�LQWHUHVW� LQFRPH� LQ� WHUPV� RI� LWV� UHODWLYH� LPSRUWDQFH�� $� QRWDEOH
IOXFWXDWLRQ� LV� DSSDUHQW� LQ� WKH� UHODWLYH� LPSRUWDQFH� RI� WKLV� QRQ�LQWHUHVW� LQFRPH� VRXUFH��ZLWK� WKH
UDWLR�RI�QHW�UHVXOW�RI�ILQDQFLDO�RSHUDWLRQV�WR�QRQ�LQWHUHVW�LQFRPH�YDU\LQJ�EHWZHHQ�����DQG�����
IRU� WKH� (8� DQG� EHWZHHQ� ���� DQG� ����� IRU� WKH� HXUR� DUHD� IRU� WKH� SHULRG� ��������� 7KLV�PDMRU
IOXFWXDWLRQ�UHIOHFWV�WKH�ORZ�OHYHO�LQ�WKH�(8�DQG�HXUR�DUHD�DYHUDJHV�LQ�WKH�\HDU������ZLWK��KRZHYHU�
VLJQLILFDQW� IOXFWXDWLRQV� DFURVV� WKH� (8� FRXQWULHV�� ZLWK� 'HQPDUN� DQG�� WR� D� OHVVHU� H[WHQW�� 6SDLQ
DSSHDULQJ� DV� RXWOLHUV�� �7DEOH� ���� 7KH� ERQG� PDUNHWV� FULVLV� RI� WKDW� \HDU� KDV�� SUREDEO\�� SOD\HG� D
VLJQLILFDQW�UROH�LQ�WKLV�UHVSHFW�

,W�LV�DOVR�ZRUWK�QRWLQJ�WKDW�QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV��LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV
D� VRXUFH� RI� QRQ�LQWHUHVW� LQFRPH�� GLG� QRW� UHDFK� WKH� ����� OHYHOV� IRU� WKH� UHPDLQGHU� RI� WKH
REVHUYDWLRQ�SHULRG�LQ�PDQ\�RI�WKH�(8�FRXQWULHV��$V�HYLGHQFHG�E\�QDWLRQDO�GDWD��WKLV�UHIOHFWV�ORZHU
OHYHOV� RI� VXFK� LQFRPH� LQ� HLJKW� (8� FRXQWULHV� UDWKHU� WKDQ� FKDQJHV� LQ� WKH� UHODWLYH� LPSRUWDQFH� RI
RWKHU�QRQ�LQWHUHVW�LQFRPH�FRPSRQHQWV��)RU�WKH�ODVW�IRXU�\HDUV�����������WKH�UHODWLYH�LPSRUWDQFH
RI� WKH� QHW� SURILW� RQ� ILQDQFLDO� RSHUDWLRQV� DV� D� QRQ�LQWHUHVW� LQFRPH� VRXUFH� KDV� VKRZQ� JUHDWHU
VWDELOLW\��UDQJLQJ�IURP������WR������IRU�WKH�(8��ZLWK�VRPHZKDW�KLJKHU�OHYHOV��IURP������WR������
IRU� WKH� HXUR� DUHD��$V� VKRZQ� LQ� 7DEOH� ��� WKHUH� DUH�PDUNHG� GLIIHUHQFHV� EHWZHHQ� FRXQWULHV�� WKH
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UHODWLYH�LPSRUWDQFH�RI�WKLV�VRXUFH�RI�LQFRPH�YDU\LQJ�IURP������LQ�%HOJLXP�DQG������LQ�)UDQFH�WR��
DQG�����LQ�'HQPDUN�DQG�,UHODQG�LQ������

,QFRPH�IURP�VHFXULWLHV

,QFRPH�IURP�VHFXULWLHV� �LQFOXGLQJ�VKDUHV��YDULDEOH�\LHOG�VHFXULWLHV�DQG�RWKHU�SDUWLFLSDWLQJ� LQWHUHVWV�
DFFRXQWHG� IRU� �� �� WR� ��� �� IRU� WKH� (8� DQG� EHWZHHQ� ��� �� DQG� ��� �� IRU� WKH� HXUR� DUHD� �WKH
GLIIHUHQFH�EHLQJ�H[SODLQHG�E\�WKH�ORZ�OHYHO�RI�WKDW�VRXUFH�RI�LQFRPH�LQ�WKH�8QLWHG�.LQJGRP��IRU
WKH�REVHUYDWLRQ�SHULRG����������$�QRWDEO\�ORZHU�OHYHO�RI�WKLV�UDWLR�ZDV�UHFRUGHG�LQ�����������IRU
WKH�(8�DQG������IRU�WKH�HXUR�DUHD�

7KLV�VRXUFH�VKRZHG�D�VWHDGLO\�LQFUHDVLQJ�WUHQG�LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV�D�SHUFHQWDJH
RI� QRQ�LQWHUHVW� LQFRPH� IRU� WKH� SHULRG� �������� DQG�� DSSDUHQWO\�� KDV� EHHQ� LQIOXHQFHG� E\� WKH
JHQHUDOO\�IDYRXUDEOH�HFRQRPLF�FRQGLWLRQV�

7DEOH� ��� LQGLFDWHV� WKDW� LQFRPH� IURP� VHFXULWLHV� LV� D� UHODWLYHO\� LPSRUWDQW� VRXUFH� RI� QRQ�LQWHUHVW
LQFRPH� LQ� 6ZHGHQ�� *HUPDQ\�� 'HQPDUN�� $XVWULD� DQG� 6SDLQ� �EHWZHHQ� ��� �� DQG� ��� �� RI� QRQ�
LQWHUHVW� LQFRPH� LQ� ������� EXW� PDUJLQDO� LQ� WKH� 8QLWHG� .LQJGRP� ��� ���� ,W� VKRXOG� EH� QRWHG� WKDW
FRPSDULVRQV� RI� WKH� UHVXOWV� RI� LQGLYLGXDO� FRXQWULHV� FDQ� EH� KHDYLO\� LQIOXHQFHG� E\� GLIIHUHQFHV� LQ
FRUSRUDWH� VWUXFWXUHV� �GLYHUVLILFDWLRQ� WKURXJK� VXEVLGLDULHV� GRHV� QRW� UHDFK� WKH� VDPH� OHYHO� RI
VLJQLILFDQFH�LQ�WKH�YDULRXV�FRXQWULHV��

2WKHU�RSHUDWLQJ�LQFRPH

2WKHU�RSHUDWLQJ�LQFRPH�FRQVWLWXWHG��RQ�DYHUDJH��DURXQG������RI�WRWDO�QRQ�LQWHUHVW�LQFRPH�IRU�WKH
(8�DQG�WKH�HXUR�DUHD�WKURXJKRXW�WKH�SHULRG����������7DEOH�����

0DLQ�VXE�FRPSRQHQWV�RI�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV

7DEOHV� ��� WR� ��� SURYLGH� D� EUHDNGRZQ�� RI� WKH� PDLQ� FRPSRQHQWV� RI� LQFRPH� IURP� IHHV� DQG
FRPPLVVLRQV� IRU� WKRVH� FRXQWULHV� IRU�ZKLFK� WKLV� LQIRUPDWLRQ� LV� DYDLODEOH��2ZLQJ� WR� OLPLWHG� GDWD
DYDLODELOLW\��(8�DQG�HXUR�DUHD�DJJUHJDWHV�FDQQRW�EH�SURYLGHG�

&RPPLVVLRQV�RQ�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�UHSUHVHQWHG������RI�WKH�WRWDO�LQFRPH�IURP�IHHV�DQG
FRPPLVVLRQV� LQ�*UHHFH� DQG������ LQ�$XVWULD� LQ� ������ EXW�ZHUH�RI�PDUJLQDO� LPSRUWDQFH� LQ� ,WDO\�
6SDLQ��)LQODQG��)UDQFH�DQG�3RUWXJDO��7DEOH�����

7KH�LPSRUWDQFH�RI�FRPPLVVLRQV�FKDUJHG�IRU�JXDUDQWHHV��7DEOH�����VHHPV�WR�EH�UHODWLYHO\�KLJK�LQ
WHUPV� RI� WKH� WRWDO� LQFRPH� IURP� IHHV� DQG� FRPPLVVLRQV� LQ� 3RUWXJDO�� %HOJLXP� ���� �� DQG� ��� �
UHVSHFWLYHO\� LQ�������DQG�'HQPDUN� �QR�GDWD� DYDLODEOH� LQ��������DQG�UHODWLYHO\� ORZ� LQ�)UDQFH�DQG
,WDO\� ��� �� RU� OHVV��� ,Q� JHQHUDO�� D� VOLJKW� GHFUHDVLQJ� WUHQG� LQ� WHUPV� RI� UHODWLYH� LPSRUWDQFH� LV
REVHUYDEOH� IRU�PRVW� RI� WKH� UHSRUWLQJ� FRXQWULHV� �ZLWK� WKH� SRVVLEOH� H[FHSWLRQV� RI�'HQPDUN� DQG
*UHHFH��

&RPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV��7DEOH�����DOVR�SUHVHQW�VWULNLQJ�GLIIHUHQFHV�LQ�WHUPV�RI�WKHLU
UHODWLYH�LPSRUWDQFH��SUREDEO\�UHIOHFWLQJ�GLIIHUHQW�ILQDQFLDO�VWUXFWXUHV��WKLV�LV�WKH�FDVH�IRU�,WDO\�DQG
)LQODQG��ERWK�RI�ZKLFK�VKRZ�D�PDUJLQDO�OHYHO��&RQYHUVHO\��FRPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV
FRQVWLWXWH�D�EDVLF�VRXUFH�RI�IHHV�DQG�FRPPLVVLRQV�LQ�%HOJLXP��WKH�1HWKHUODQGV��$XVWULD��3RUWXJDO
DQG�*UHHFH�

�� %DVHG�RQ�WKH�FODVVLILFDWLRQ�SURYLGHG�E\�WKH�%$'�
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&RPPLVVLRQV� FKDUJHG� IRU� SD\PHQW� WUDQVDFWLRQV� �7DEOH� ���� YDU\� VLJQLILFDQWO\� LQ� WHUPV� RI� WKHLU
UHODWLYH�LPSRUWDQFH��DFFRXQWLQJ��IRU������RI�WKH�WRWDO�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV�LQ�6SDLQ�
EXW� RQO\� ����� LQ� ,WDO\� LQ� ������ 7KH� UHODWLYH� LPSRUWDQFH� RI� WKLV� VRXUFH� RI� LQFRPH� LV� VKRZLQJ� D
GHFUHDVLQJ� WUHQG� LQ� VRPH� FRXQWULHV� �6SDLQ�� 3RUWXJDO�� $XVWULD�� WKH� 1HWKHUODQGV�� %HOJLXP� DQG�
SRVVLEO\���,WDO\��

)LQDOO\�� WKH�UHODWLYH� LPSRUWDQFH�RI�FRPPLVVLRQV�FKDUJHG� IRU� WKH� VDIH�FXVWRG\�DQG� DGPLQLVWUDWLRQ�RI
VHFXULWLHV� LV� UDWKHU� OLPLWHG�� H[FHSW� LQ� %HOJLXP�� LQ� )UDQFH� DQG� LQ� )LQODQG�� ZKHUH� WKHVH� DFWLYLWLHV
UHSUHVHQWHG�� UHVSHFWLYHO\�� ��� ��� ��� �� DQG� ��� �� LQ� ����� �7DEOH� ����� ,Q� VRPH� FRXQWULHV�� WKLV
FDWHJRU\�RI�LQFRPH�LV�LQFOXGHG�LQ�FRPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV�

$V�D�VXPPDU\��7DEOH���� LOOXVWUDWHV� WKH�PL[�RI�QRQ�LQWHUHVW� LQFRPH�SUHYDLOLQJ� LQ� WKH�YDULRXV�(8
FRXQWULHV� �WKH� UHODWLYH� LPSRUWDQFH�RI�QRQ�LQWHUHVW� LQFRPH�DQG� LWV� FRPSRQHQWV� SHU� FRXQWU\� DQG
DYHUDJHV�IRU�WKH�(8�DQG�HXUR�DUHD�LQ������DQG�IRU�WKH�SHULRG����������

$V� WKH�EUHDNGRZQ�RI�TXDQWLWDWLYH� GDWD� GRHV� QRW� VSHFLI\� DOO� WKH� VHSDUDWH� FDWHJRULHV�RI� WKH� QRQ�
LQWHUHVW�LQFRPH�VXE�FRPSRQHQWV��DGGLWLRQDO�LQIRUPDWLRQ�RQ�DOO�WKH�LPSRUWDQW�VXE�FRPSRQHQWV�RI
QRQ�LQWHUHVW� LQFRPH� DUH� SURYLGHG� LQ� $QQH[� ��� EDVHG� RQ� TXDOLWDWLYH� UHVSRQVHV� E\� QDWLRQDO
DXWKRULWLHV�� ,Q� WHUPV� RI� YROXPH� �UHIOHFWLQJ� WKHLU� UHODWLYH� LPSRUWDQFH� DV� QRQ�LQWHUHVW� LQFRPH
UHODWHG�DFWLYLWLHV���WKH�PRUH�LPSRUWDQW�DFWLYLWLHV�JHQHUDWLQJ�IHHV�VHHP�WR�EH�SD\PHQW�WUDQVDFWLRQV�
VHFXULWLHV� WUDQVDFWLRQV� RQ� EHKDOI� RI� WKLUG� SDUWLHV�� SURYLVLRQ� RI� JXDUDQWHHV�� FUHGLW� FDUG� IHHV�
SURSULHWDU\�WUDGLQJ��QRWDEO\�LQ�VHFXULWLHV�DQG�IRUHLJQ�H[FKDQJH��DQG�SULYDWH�EDQNLQJ�

,Q�WHUPV�RI�IXWXUH�SURVSHFWV��DGYLVRU\�DFWLYLWLHV��SULYDWH�EDQNLQJ��FUHGLW�FDUG�IHHV��EURNHUDJH�IHHV
LQ� FRQQHFWLRQ� ZLWK� LQVXUDQFH� FRQWUDFWV� DQG� GHULYDWLYH� DFWLYLWLHV� DUH� H[SHFWHG� WR� JDLQ� LQ
LPSRUWDQFH��ZKLOH� OHVV� VLJQLILFDQW� VRXUFHV� RI� EDQNV·� UHYHQXHV�ZRXOG� EH� FRUUHVSRQGHQW� EDQNLQJ�
IHHV�IURP�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�DQG�IHHV�IURP�SD\PHQW�WUDQVDFWLRQV�

� 0DLQ�IHDWXUHV�RI�QRQ�LQWHUHVW�LQFRPH

7KLV� VHFWLRQ� H[DPLQHV� LQ� JUHDWHU� GHWDLO� WKH� LPSOLFDWLRQV� IRU� EDQNV� RI� WKH� GHYHORSPHQW� RI� QRQ�
LQWHUHVW�LQFRPH�E\�FRQVLGHULQJ�FHUWDLQ�VW\OLVHG�IDFWV�DERXW�QRQ�LQWHUHVW�LQFRPH�

² ,V� WKHUH� DQ\� GHJUHH� RI� VXEVWLWXWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH
�6XE�VHFWLRQ�����"

² ,V�WKHUH�D�OLQN�EHWZHHQ�WKH�UHODWLYH�LPSRUWDQFH�RI�QRQ�LQWHUHVW�LQFRPH�DQG�WKH�RYHUDOO�OHYHO
RI�SURILWDELOLW\��6XE�VHFWLRQ�����"

² 'RHV�VL]H�IDFLOLWDWH�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"
² ,V�WKHUH�D�FRUUHODWLRQ��ZKHWKHU�SRVLWLYH�RU�QHJDWLYH��EHWZHHQ�WKH�UHVSHFWLYH�GHYHORSPHQWV�LQ

LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"
² ,V�QRQ�LQWHUHVW�LQFRPH�OHVV�YRODWLOH�WKDQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"

��� 6XEVWLWXWLRQ�RI�QRQ�LQWHUHVW�LQFRPH�IRU�LQWHUHVW�LQFRPH

6WDWLVWLFDO�DQDO\VLV�VXSSRUWV�WKH�FRPPRQ�SHUFHSWLRQ�RI�D�SURJUHVVLYH�PRYH�IURP�LQWHUHVW�LQFRPH
WR�QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�EDQNV��)RU�WKH�SXUSRVH�RI�WKLV�DQDO\VLV�WZR�VHWV�RI�GDWD�KDYH
EHHQ�XVHG��WKH�2(&'�GDWDEDVH�IRU�FDSWXULQJ�VWUXFWXUDO�GHYHORSPHQWV�RYHU�WKH�SDVW�\HDUV��L�H��IRU
WKH���������SHULRG�IRU�ZKLFK�DJJUHJDWH�GDWD�IRU�WKH�(8�DQG�HXUR�DUHD�DUH�SURYLGHG�LQ�7DEOH����
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DQG� GHWDLOHG� GDWD� EURNHQ� GRZQ� E\� FRXQWU\� IRU� PRUH� UHFHQW� \HDUV� ���������� SURYLGHG� E\� WKH
QDWLRQDO�DXWKRULWLHV���VHH�7DEOHV����WR�����

7KH�FKDQJH�LQ�WKH�VWUXFWXUH�RI�LQFRPH�RI�WKH�(8�EDQNV�LV�FRQILUPHG�E\�WKH�GDWD�RQ�QRQ�LQWHUHVW
LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�JURVV�LQFRPH�IRU�WKH�SHULRG����������)RU�WKH�SHULRG���������WKH
VDPH�LQFUHDVLQJ�WUHQG�LV�DOVR�FRQILUPHG�E\�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ�LQFRPH�

IRU�WKH�(8�DQG�HXUR�ZHLJKWHG�DYHUDJHV��VHH�&KDUW���EHORZ��

�&KDUW��

1RQ�LQWHUHVW�LQFRPH�DV
D�SHUFHQWDJH�RI�JURVV�LQFRPH

1RQ�LQWHUHVW�LQFRPH�DV�D
SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH

3HULRG�������� /DWHVW�GHYHORSPHQWV��������

$�WUHQG�IRU�DQ�LQFUHDVH�LQ�QRQ�LQWHUHVW�LQFRPH�DV�SDUW�RI�WRWDO�LQFRPH�KDV�EHHQ�FRQILUPHG�E\�WKH
H[LVWLQJ�GDWD�IRU�WKH�ZKROH�SHULRG����������ZKLFK�LV�ORQJ�HQRXJK�WR�YHULI\�D�VWUXFWXUDO�FKDQJH�LQ
WKH�(8�EDQNV·� LQFRPH�FRPSRVLWLRQ��7KH� ODWHVW�GHYHORSPHQWV� LQ�WKH�(8�EDQNV·� LQFRPH�VWUXFWXUH
DUH�DWWUDFWLQJ�PRUH�DQDO\WLFDO�LQYHVWLJDWLRQ�DV�WKH\�UHIOHFW�WKH�FXUUHQW�VLWXDWLRQ�RI�WKH�(8�EDQNLQJ
V\VWHP�� $JDLQVW� WKLV� EDFNJURXQG�� WKH� FRQWULEXWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� WR� EDQNV·� RSHUDWLQJ
LQFRPH�LQFUHDVHG�E\���SHUFHQWDJH�SRLQWV�LQ�MXVW�WKUHH�\HDUV��IURP������LQ������WR������LQ�����
IRU�WKH�(8��)RU�WKH�HXUR�DUHD�� WKH� LQFUHDVH�ZDV�HYHQ�PRUH�QRWHZRUWK\�� IURP������ LQ������WR
�����LQ��������7DEOH������$PRQJ�WKH�IHZ�H[FHSWLRQV��WKRVH�FRXQWULHV�ZKHUH�QRQ�LQWHUHVW�LQFRPH
GLG�QRW�VKRZ�D�VWHDG\�SDWWHUQ�RI�LQFUHDVH�DV�D�SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH�LQ���������DUH�WKH
8QLWHG�.LQJGRP�DQG�*UHHFH�

6WUXFWXUDO�GLIIHUHQFHV�ZLWK�UHJDUG� WR� WKH� OHYHO�RI�QRQ�LQWHUHVW� LQFRPH�DV� D�SHUFHQWDJH�RI�EDQNV·
WRWDO�RSHUDWLQJ�LQFRPH�DFURVV�WKH�(8�FRXQWULHV�FDQ�DOVR�EH�VHHQ�IURP�WKH�GDWD�LQ�7DEOH�����7KH
UDWLR�TXRWHG�DERYH�YDULHV�IURP������LQ�/X[HPERXUJ�DQG�DURXQG������LQ�6ZHGHQ�DQG�)UDQFH�WR���
��LQ�'HQPDUN�������LQ�6SDLQ�DQG������ LQ�*HUPDQ\�DW�WKH������\HDU�HQG��$V�VXFK��WKH�JURZLQJ
UHODWLYH�LPSRUWDQFH�RI�QRQ�LQWHUHVW�LQFRPH�LQ�WRWDO�RSHUDWLQJ�LQFRPH�GRHV�QRW�LQGLFDWH�WKH�H[WHQW
WR�ZKLFK�WKLV�WUHQG�LV�GXH�WR�WKH�G\QDPLVP�RI�QRQ�LQWHUHVW�LQFRPH�RU�WR�DQ�RQJRLQJ�UHGXFWLRQ�LQ

� 'DWD�SURYLGHG�E\� WKH�QDWLRQDO�DXWKRULWLHV� FRYHU� WKH�´EHQFKPDUNµ�\HDUV������������������������DQG�WKH�PRVW�UHFHQW� \HDUV������
�����������DQG�������+RZHYHU��RZLQJ�WR�WKH�WKH�OLPLWHG�DYDLODELOLW\�RI�GDWD��(8�DQG�HXUR�DYHUDJHV�DUH�SURYLGHG�RQ�WKH�EDVLV�RI�WKLV
GDWD�VRXUFH�RQO\�IRU�WKH�SHULRG���������

� 2SHUDWLQJ�LQFRPH�FRUUHVSRQGV� WR� WKH�VXP�RI�QHW� LQWHUHVW� LQFRPH�DQG�QRQ�LQWHUHVW� LQFRPH��+RZHYHU�� LQ� VRPH�FDVHV� VOLJKW�GLIIHUHQFHV
KDYH�EHHQ�HYLGHQFHG�EHWZHHQ�WKH�VXP�RI�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH�RQ�WKH�RQH�KDQG�DQG�RSHUDWLQJ�LQFRPH�RQ�WKH�RWKHU�KDQG�
PDLQO\�GXH�WR�WKH�QRQ�KDUPRQLVHG�VWDWLVWLFDO�IUDPHZRUN��*URVV�LQFRPH��DFFRUGLQJ�WR�WKH�2(&'�GHILQLWLRQ��LV�DOVR�WKH�VXP�RI�QHW�LQWHUHVW
DQG�QRQ�LQWHUHVW�LQFRPH��*URVV�DQG�RSHUDWLQJ�LQFRPH�PD\�QRW�EH�IXOO\�FRPSDUDEOH�VLQFH��LQ�WKH�FDWHJRU\�RI�´RWKHUµ��VXE�FDWHJRU\�RI�QRQ�
LQWHUHVW� LQFRPH��DFFRUGLQJ�WR�WKH�2(&'�GHILQLWLRQ��H[WUDRUGLQDU\�RU� LUUHJXODU� FDWHJRULHV�RI� LQFRPH�PD\�EH� LQFOXGHG��$FFRUGLQJ� WR� WKH
GDWD� FROOHFWLRQ� VFKHPH� IRU�QDWLRQDO�GDWD�SURYLGHG�E\�QDWLRQDO�DXWKRULWLHV��QR�H[WUDRUGLQDU\� LQFRPH�KDV�� LQ�SULQFLSOH��EHHQ� LQFOXGHG� LQ
RWKHU�RSHUDWLQJ�LQFRPH�
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LQWHUHVW�LQFRPH��7KH�WUHQGV�LQ�WKH�UHVSHFWLYH�GHYHORSPHQWV�RI�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH
DUH�� RYHU� WLPH�� PRUH� FOHDUO\� HYLGHQFHG� RQ� WKH� EDVLV� RI� WKH� UHVSHFWLYH� UDWLRV� RI� QRQ�LQWHUHVW
LQFRPH�� QHW� LQWHUHVW� LQFRPH� DQG� WRWDO� RSHUDWLQJ� LQFRPH� WR� WRWDO� DVVHWV� �7DEOHV� ���� ���� ����
'HYHORSPHQWV� LQ� WKH�(8�DQG�WKH�HXUR�DUHD� IRU� WKH�SHULRG���������DUH� VKRZQ� LQ� WKH� IROORZLQJ
FKDUWV�

�&KDUW��

7KH�UDWLR�RI�QHW�LQWHUHVW�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD

/DWHVW�GHYHORSPHQWV��������

3HULRG��������

�&KDUW��

7KH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD

/DWHVW�'HYHORSPHQWV��������

3HULRG��������
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�&KDUW��

7KH�UDWLR�RI�JURVV�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD
3HULRG�������� ��/DWHVW�GHYHORSPHQWV��������

$V�VKRZQ�LQ�&KDUW����WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV�LQFUHDVHG�LQ�WKH�(8�DQG�HXUR�DUHD
LQ�WKH�SHULRG�IURP����������+RZHYHU��RYHU�WKH�HDUOLHU�\HDUV�RI�WKH�REVHUYDWLRQ�SHULRG����������
WKHUH� ZDV� QRW� D� FRQWLQXRXV� XSZDUG� WUHQG�� ,QGHHG�� WKH� QRQ�LQWHUHVW� LQFRPH� WR� DVVHWV� UDWLR
LQFUHDVHG�LQ�WKH�(8�DQG�WKH�HXUR�DUHD�IRU�WKH�SHULRG����������UHDFKLQJ�D�SHDN�LQ�WKH�ODWWHU�\HDU�
2YHU�WKH�QH[W�WZR�\HDUV�������DQG�������WKH�UDWLR�KDV�UHPDLQHG�EHORZ�WKH������ OHYHO����:LWK
UHJDUG� WR� ODVW� \HDUV·� GHYHORSPHQWV�� WKHUH�ZDV� D� FRQVLGHUDEOH� LQFUHDVH� LQ� WKLV� UDWLR��ZKLFK� URVH
IURP��������WR��������EHWZHHQ������DQG������LQ�WKH�HXUR�DUHD�DQG�IURP��������WR��������LQ�WKH
(8�

&RQYHUVHO\�� UHGXFWLRQV� LQ� WKH�UDWLR�RI�QHW� LQWHUHVW� LQFRPH�WR�DVVHWV� �&KDUW���� IROORZHG� D�FOHDU�
FRPPRQ�DQG�FRQWLQXRXVO\�GHFOLQLQJ�SDWWHUQ�LQ�WKH�(8�DQG�WKH�HXUR�DUHD�IRU�WKH�SHULRG���������
,Q�WKH�PRVW�UHFHQW�\HDUV�XQGHU�UHYLHZ��D�GHFOLQH�ZDV�UHFRUGHG�IURP��������WR��������LQ�WKH�(8
DQG� IURP�������� WR�������� LQ� WKH�HXUR�DUHD��7KLV� GHYHORSPHQW� UHIOHFWV� WKH�GHFUHDVLQJ� LQWHUHVW
PDUJLQ�WKURXJKRXW�WKH�(8�LQ�WKH�ODVW�IHZ�\HDUV�

7KH�UHODWLYH�LPSRUWDQFH�RI�QHW�LQWHUHVW�LQFRPH�LV�DOVR�VHQVLWLYH�WR�WKH�HFRQRPLF�F\FOH��D�VKLIW� LQ
WKH� \LHOG� FXUYH� RU� WKH� UHDOLVDWLRQ� RI� FDSLWDO� JDLQV� LQ� WKH� ERQG� SRUWIROLR� DW� WKH� H[SHQVH� RI� WKH
LQWHUHVW�PDUJLQ�� ,Q� IDFW�� WKH� ILUVW� WZR�RI� WKH�DERYH�PHQWLRQHG�YDULDEOHV�KDYH� UHFHQWO\�H[HUWHG� D
SRVLWLYH�LQIOXHQFH�RQ�LQWHUHVW�LQFRPH��DV�HFRQRPLF�DFWLYLW\�KDV�UHFRUGHG�VLJQLILFDQW�JURZWK�ZKLOH�D
JHQHUDO�� V\PPHWULFDO� GRZQZDUG� WUHQG� LQ� LQWHUHVW� UDWHV� KDV� WHPSRUDULO\� ERRVWHG� WKH� LQFRPH
SURYLGHG� E\�PDWXULW\� WUDQVIRUPDWLRQ�� 7KH� IDFW� WKDW� LQWHUHVW� UDWH�PDUJLQV� UHFRUGHG� D� UHGXFWLRQ
GHVSLWH�WKRVH�SRVLWLYH� IDFWRUV�VHHPV�WR�EH�D�FOHDU� LQGLFDWLRQ�RI�WKH�VWURQJ�FRPSHWLWLYH�SUHVVXUH
IDFHG�E\�EDQNV�LQ�WKHLU�FODVVLFDO�LQWHUPHGLDWLRQ�DFWLYLWLHV�

$V�VKRZQ�LQ�&KDUW����WKLV�GHFUHDVH�LQ�QHW�LQWHUHVW�LQFRPH��DV�D�SHUFHQWDJH�WR�DVVHWV��KDV�QRW�EHHQ
IXOO\�RIIVHW�E\�WKH�LQFUHDVH�LQ�QRQ�LQWHUHVW�LQFRPH��UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV���,QGHHG�
RYHU� WKH�SDVW� IHZ�\HDUV� ������EHLQJ� DQ� H[FHSWLRQ��� WKH� JURVV� LQFRPH� WR� DVVHWV� UDWLR� VKRZHG� D
GHFOLQLQJ� SURILOH� LQ� ERWK� WKH� (8� DQG� WKH� HXUR� DUHD�� )RU� WKH� ODVW� IRXU� \HDUV� RI� WKH� REVHUYDWLRQ
SHULRG��WKH�VDPH�WUHQG�KDV�EHHQ�REVHUYHG�LQ�WKH�GHYHORSPHQW�RI�WKH�RSHUDWLQJ�LQFRPH�WR�DVVHWV
UDWLR��ZKLFK�GHFUHDVHG�EHWZHHQ������DQG������IURP��������WR��������LQ�WKH�HXUR�DUHD�DQG�IURP
�������WR��������LQ�WKH�(8�

��� 7KH�WZR�´H[WUHPHµ�YDOXHV�RI�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV�LQ������DQG������VHHP�WR�KDYH�EHHQ�LQIOXHQFHG�E\�WKH�DEUXSW
FKDQJHV�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�´SURILW�RQ�ILQDQFLDO�RSHUDWLRQVµ�VXE�FRPSRQHQW�RI�QRQ�LQWHUHVW�LQFRPH��7DEOH����
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,W�LV�QRWDEOH�WKDW�RSHUDWLQJ�LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV�URVH�LQ�DOO�WKH�QRQ�SDUWLFLSDWLQJ
FRXQWULHV� LQ�������DQG��DV� D�UHVXOW�RI� WKLV�� WKH�(8�DYHUDJH�DOVR� LQFUHDVHG�DV� FRPSDUHG�ZLWK� WKH
�����ILJXUH��%\�FRQWUDVW��WKH�UHVSHFWLYH�UDWLR�IRU�WKH�HXUR�DUHD�VKRZHG�D�VWHDG\�GHFOLQH� IRU�WKH
ZKROH�SHULRG���������

��� 7KH�UHODWLRQ�EHWZHHQ�QRQ�LQWHUHVW�LQFRPH�DQG�SURILWDELOLW\

$V� VWUXFWXUDO� FKDQJHV� DQG� FRPSHWLWLYH� SUHVVXUHV� DUH� H[SHFWHG� WR� VTXHH]H� WUDGLWLRQDO� LQWHUHVW
PDUJLQV� IXUWKHU�� LW� LV� LPSRUWDQW� WR� FRQVLGHU� ZKHWKHU� WKH� GHYHORSPHQW� RI� QRQ�LQWHUHVW� LQFRPH
RIIHUV�EDQNV�DQ�DFFHSWDEOH�DOWHUQDWLYH�E\�ZKLFK�WKH\�FDQ�VDIHJXDUG�WKHLU�RYHUDOO�SURILWDELOLW\�

$V�DOUHDG\�VKRZQ��WKH�ULVH�LQ�QRQ�LQWHUHVW�LQFRPH�GLG�QRW�IXOO\�RIIVHW�WKH�UHGXFWLRQ�LQ�WKH�LQWHUHVW
PDUJLQ��DV�WKH�DJJUHJDWH�UDWLR�RI�RSHUDWLQJ�LQFRPH�WR�WRWDO�DVVHWV�KDV�� LQ�JHQHUDO��GHFOLQHG��:LWK
UHJDUG�WR�GHYHORSPHQWV�LQ�SURILWDELOLW\��WKH�SLFWXUH�LV�YDULHG��VKRZLQJ�DQ�XQVWDEOH�SURILOH� IRU�WKH
\HDUV� �������� �7DEOH� ����� +RZHYHU�� GXULQJ� WKH� SHULRG� �������� EDQNV·� SURILWDELOLW\� �UHWXUQ� RQ
HTXLW\�� 52(���� LQ� WKH� (8� DQG� WKH� HXUR� DUHD� GLG� QRW� IROORZ� D� GRZQZDUG� WUHQG�� EXW� UHPDLQHG
EURDGO\� VWDEOH� DW� D� UHODWLYHO\� KLJKHU� OHYHO� LQ� �������� WKDQ� LQ� WKH� HDUOLHU� SHULRG� DQG��PRUHRYHU�
VKRZHG� D� IXUWKHU� QRWDEOH� LPSURYHPHQW� LQ� ����� �7DEOH� ����� 7KH� VDPH� DSSOLHV� WR� WKH� UDWLR� RI
UHWXUQ� RQ� DVVHWV� �52$���� IRU� WKH� VDPH� SHULRG� �7DEOH� ����� 7KH�ZHLJKWHG� DYHUDJH� IRU� WKH� 52(
�SURILWV�EHIRUH�WD[�WR�WRWDO�\HDU�HQG�HTXLW\��LV�VKRZQ�LQ�&KDUW���IRU�WKH�\HDUV������WR������

�&KDUW��

5HWXUQ�RQ�HTXLW\��ZHLJKWHG�
3HULRG��������

/DWHVW�GHYHORSPHQWV��������

7KLV�HYROXWLRQ�PD\�LQGLFDWH�WKDW�DOWKRXJK�WKH�JURZWK�RI�QRQ�LQWHUHVW� LQFRPH�GLG�QRW� IXOO\�RIIVHW
WKH� UHGXFWLRQ� LQ� WKH� LQWHUHVW�PDUJLQ�� WKLV� JURZWK�QHYHUWKHOHVV�KHOSHG� WR�FRQVROLGDWH� WKH� EDQNV·
RYHUDOO�SURILWDELOLW\�DW�WKH������OHYHO�DQG��PRUHRYHU��JLYHQ�WKH�IDYRXUDEOH�HFRQRPLF�FRQGLWLRQV��WR
DFKLHYH�D�UHPDUNDEOH� LPSURYHPHQW� LQ� WKH�RYHUDOO� SURILWDELOLW\�RI� WKH�(8�EDQNLQJ� V\VWHP� IRU� WKH
ODVW� \HDU� RI� WKH� REVHUYDWLRQ� SHULRG� �������� 7KLV� DYHUDJH� UHVXOW� FDQ�� KRZHYHU�� FRQFHDO� PDUNHG
GLIIHUHQFHV�LQ�SURILWDELOLW\�DFURVV�WKH�(8�FRXQWULHV�DQG�DFURVV�EDQNV�LQ�HYHU\�FRXQWU\��GLIIHUHQFHV
LQ�WKH�OHYHOV�RI�SURILWDELOLW\�DFURVV�(8�FRXQWULHV�DUH�VKRZQ�LQ�7DEOHV����DQG�����

��� 7KH�UDWLR�RI�EDQNV·�SURILWV�EHIRUH�WD[�WR�\HDU�HQG�HTXLW\�
��� 7KH�UDWLR�RI�EDQNV·�SURILWV�EHIRUH�WD[�WR�\HDU�HQG�DVVHWV�
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,Q�RUGHU�WR�FRPSDUH�WKH�VLWXDWLRQ�SUHYDLOLQJ�LQ�WKH�YDULRXV�FRXQWULHV��6SHDUPDQ·V�UDQN�FRUUHODWLRQ
WHVW� ZDV� XVHG� WR� GHWHFW� ZKHWKHU� WKHUH� ZDV� D� FRUUHODWLRQ� EHWZHHQ� WKH� UDQNLQJV� RI� FRXQWULHV
DFFRUGLQJ� WR�SURILWDELOLW\� �52(��� DQG�WKHLU�UDQNLQJ� DFFRUGLQJ� WR� WKH� UHODWLYH� LPSRUWDQFH�RI�QRQ�
LQWHUHVW�LQFRPH��,Q�WKLV�UHVSHFW��WKH�(8�FRXQWULHV�ZHUH�UDQNHG�LQ�GHVFHQGLQJ�RUGHU�DFFRUGLQJ�WR
WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ�LQFRPH�DQG�WKHLU�UHWXUQ�RQ�HTXLW\�UDWLR��IURP���WR
���IRU������������DQG��������)RU�HDFK�RI�WKH�DERYH�PHQWLRQHG�\HDUV��6SHDUPDQ·V�UDQN�FRUUHODWLRQ
FRHIILFLHQW�ZDV�FDOFXODWHG���

7KLV� WHVW� VKRZHG� D� UHODWLYHO\� ORZ� QHJDWLYH� UHODWLRQVKLS� EHWZHHQ� QRQ�LQWHUHVW� LQFRPH� DV� D
SHUFHQWDJH�RI�WRWDO�RSHUDWLQJ�LQFRPH�DQG�52(�IRU�WKH�(8�FRXQWULHV�LQ������DQG�������DQG�D�YHU\
ORZ�SRVLWLYH�RQH� LQ� ����� �7DEOH� ����� 7KH�PL[HG� UHVXOWV� DQG� WKH� ORZ� GHJUHH� RI� UHODWLRQVKLS�� DV
PHDVXUHG�E\�DSSO\LQJ�WKH�6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW��GR�QRW�DOORZ�IRU�GUDZLQJ�FRQFOXVLRQV
RQ� ZKHWKHU� D� KLJKHU� SURSRUWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� FRUUHVSRQGV� WR� KLJKHU� OHYHO� RI
SURILWDELOLW\�DFURVV�WKH�(8��7KH�QHJDWLYH�UHODWLRQVKLS�HYLGHQFHG�IRU�WKH�ODVW�WZR�\HDUV�LV�HYHQ�OHVV
VXSSRUWLYH�RI�WKLV�ZRUNLQJ�DVVXPSWLRQ�

7KH� VDPH�PHWKRG�ZDV� DSSOLHG� WR� WHVW� D� SRVVLEOH� FRUUHODWLRQ�EHWZHHQ� WKH� UDWLR�RI� QRQ�LQWHUHVW
LQFRPH�WR�RSHUDWLQJ�LQFRPH�DQG�WKH�UDWLR�RI�RSHUDWLQJ�FRVW���WR�RSHUDWLQJ�LQFRPH��7DEOH������7KLV
VHFRQG� WHVW� VKRZHG� D� UDWKHU� ORRVH� SRVLWLYH� UHODWLRQVKLS� LQ� DOO� WKUHH� \HDUV� RI� WKH� REVHUYDWLRQ
SHULRG� ������� ����� DQG� ������� $OWKRXJK�� LQ� WKLV� FDVH� DV� ZHOO�� WKH� UHODWLYHO\� ORZ� GHJUHH� RI
FRUUHODWLRQ�GRHV�QRW�DOORZ�IRU�GUDZLQJ�FRQFOXVLRQV��WKH�SRVLWLYH�UHODWLRQVKLS�HYLGHQFHG� LQ�DOO�WKH
WKUHH� \HDUV� FRXOG� LPSO\� WKDW� DQ� LQFUHDVH� LQ� QRQ�LQWHUHVW� LQFRPH� LV� DFFRPSDQLHG�� WR� D� FHUWDLQ
H[WHQW��E\�DQ�LQFUHDVH�LQ�WKH�OHYHO�RI�RSHUDWLQJ�FRVWV�

2QH� FRQFOXVLRQ� VWHPPLQJ� IURP� WKHVH� WHVWV� LV� WKDW� WKH� JURZWK� RI� QRQ�LQWHUHVW� LQFRPH� FRXOG�
LQGHHG�� IDLO� WR� OHDG� WR� KLJKHU� SURILWV� LI� D� UHODWLYHO\� ODUJH� SDUW� RI� WKH� ´DGGLWLRQDOµ� QRQ�LQWHUHVW
LQFRPH� LV� DEVRUEHG�E\� LQFUHDVHG�FRVWV�� )RU� LQVWDQFH��D� JURZWK�RQ� WKH�FRVW� VLGH�RI� IHHV�SD\DEOH
FRXOG�UHVXOW�IURP�D�JURZWK�RQ�WKH�UHYHQXH�VLGH��H�J��LI�WKH�GHYHORSPHQW�RI�DVVHW�PDQDJHPHQW�IHHV
FRLQFLGHV� ZLWK� D� ULVH� LQ� IHHV� SDLG� WR� ILQDQFLDO� DGYLVRUV� HPSOR\HG� DV� DJHQWV�� 6LPLODUO\�� FRQWUDFW
EDQNLQJ��ZKLFK� LV� JDLQLQJ� LPSRUWDQFH� DFURVV� WKH�(8�FRXQWULHV�� FRXOG� DOVR� EH� DVVRFLDWHG�ZLWK� DQ
LQFUHDVH� LQ� EURNHUDJH� IHHV� SD\DEOH���� 7KH� GHYHORSPHQW� RI� IHH� LQFRPH� FRXOG� DOVR� HQWDLO� KLJKHU
ODERXU�FRVWV�LQ�VRPH�DUHDV�ZKLFK�DUH�PRUH�SHUVRQQHO�LQWHQVLYH��H�J��DGYLVRU\�VHUYLFHV��IRU�ZKLFK
PRUH� H[SHULHQFHG� DQG� EHWWHU� TXDOLILHG� SHUVRQQHO� DUH� QHHGHG��� ,Q� WKLV� UHVSHFW�� KLJKHU
DGPLQLVWUDWLYH�FRVWV��RWKHU�WKDQ�SHUVRQQHO�FRVWV��PD\�EH�DVVRFLDWHG�ZLWK�VRPH�DFWLYLWLHV��VXFK�DV
XQGHUZULWLQJ�DQG�SURSULHWDU\�WUDGLQJ�

��� 1RQ�LQWHUHVW�LQFRPH�DQG�WKH�VL]H�RI�EDQNV

7KH� UHODWLRQVKLS� EHWZHHQ� WKH� VL]H� RI� EDQNV� DQG� QRQ�LQWHUHVW� LQFRPH� VKRXOG� LQGLFDWH� WR� ZKDW
H[WHQW�ODUJHU�EDQNV�KDYH�PRUH�SRVVLELOLWLHV�WKDQ�VPDOOHU�RQHV�WR�JHQHUDWH�DQG�VXVWDLQ�QRQ�LQWHUHVW
LQFRPH�DQG�WR�WUDQVODWH�LW�LQWR�KLJKHU�OHYHOV�RI�SURILWV�DQG�LQFUHDVHG�YDOXH�IRU�VKDUHKROGHUV��7KH
H[DPLQDWLRQ� RI� WKH� UHODWLRQ� EHWZHHQ� VL]H� DQG� QRQ�LQWHUHVW� LQFRPH� ZDV� EDVHG� RQ� TXDOLWDWLYH
LQIRUPDWLRQ�SURYLGHG�E\�WKH�QDWLRQDO�VXSHUYLVRU\�DXWKRULWLHV��7KH�PDLQ�ILQGLQJ�LV�WKDW�ODUJH�EDQNV�

�� 6SHDUPDQ·V� FRUUHODWLRQ� WHVW� ZDV� SUHIHUUHG� DV� D� FRPPRQO\� XVHG� VWDWLVWLFDO� WHVW� DSSURSULDWH� IRU� UDQNHG� YDULDEOHV�� %\�PHDVXULQJ� WKH
FRUUHODWLRQ�RI�UDQNHG�YDULDEOHV��WKH�LPSDFW�RI�´H[WUHPHµ�YDOXHV�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LV�GLPLQLVKLQJ��0RUHRYHU��WKLV�SURFHVV�RI
UDQNLQJ�YDULDEOHV�UHGXFHV�WKH�HIIHFW�RI�GLIIHUHQFHV�LQ�WKRVH�YDULDEOHV�GXH�WR�WKH�QRQ�KDUPRQLVHG�GDWDEDVH��H�J��LI�D�FRXQWU\�LV�UDQNHG��WK
DFFRUGLQJ� WR� LWV� UDWLR� RI� QRQ�LQWHUHVW� LQFRPH� WR� RSHUDWLQJ� LQFRPH�� DQ\� GLVFUHSDQFLHV� VWHPPLQJ� IURP�GDWD� DFFXUDF\� RU� GLIIHUHQFHV� LQ
FDOFXODWLRQ�KDYH�QR�LPSDFW�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LI�WKH\�OLH�EHWZHHQ�WKH�YDOXHV�H[KLELWHG�E\�WKH�FRXQWULHV�UDQNHG�RQH�SODFH
KLJKHU���WK��DQG�ORZHU���WK���

�� 7KH�RSHUDWLQJ�FRVW�ZDV�FDOFXODWHG�RQ�D�QHW�EDVLV��EHLQJ�WKH�VXP�RI�JHQHUDO�DGPLQLVWUDWLYH�H[SHQVHV�DQG�YDOXH�DGMXVWPHQWV�LQ�UHVSHFW�RI
DVVHWV��%$'��$UWLFOH�����SRLQWV���DQG���LQ�WKH�YHUWLFDO�OD\RXW���)RU�WKH�GHYHORSPHQWV�LQ�WKH�UDWLR�RI�RSHUDWLQJ�FRVW�WR�RSHUDWLQJ�LQFRPH
DFURVV�WKH�(8�FRXQWULHV�VHH�7DEOH����

��� %DQNV�VHOO�VRSKLVWLFDWHG�SURGXFWV�WR�WKHLU�FOLHQWV��VWUXFWXUHG�SURGXFWV��ZKLFK�KDYH�EHHQ�HQJLQHHUHG�E\�WKLUG�SDUW\�VSHFLDOLVWV�
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LQWHUQDWLRQDO� JURXSV� DQG� ILQDQFLDO� FRQJORPHUDWHV� VHHP� WR� EH� DW� D� FRPSHWLWLYH� DGYDQWDJH� DV� WKH
ODUJHU� VFDOH�RI� RSHUDWLRQV� DSSHDUV� WR�RIIHU� LQFUHDVHG�RSSRUWXQLWLHV� IRU� VSHFLDOLVDWLRQ� DQG� FURVV�
VHOOLQJ�RI�SURGXFWV��$PRQJ�WKH�DGYDQWDJHV� DUH� WKH�DFKLHYHPHQW�RI�D� FULWLFDO�PDVV��HFRQRPLHV�RI
VFDOH� DQG� VFRSH�� WKH� SURYLVLRQ� RI� D� ODUJH� VSHFWUXP� RI� SURGXFWV� DQG� VHUYLFHV�� LQFUHDVHG
SURGXFWLYLW\��DQG�HIILFLHQW�FRVW��VWUXFWXUH�DQG�ULVN�GLYHUVLILFDWLRQ�

0DWWHUV�ZKLFK�FRXOG�EH�UHJDUGHG�DV�GLVDGYDQWDJHV�DUH�WKH�SRWHQWLDO�H[LVWHQFH�RI�LQWHUQDO�FRQIOLFWV
DQG� FXOWXUH� FODVKHV� UHVXOWLQJ� IURP� D� VWUXFWXUH� VXSSRUWLQJ� D� KLJK� GLYHUVLW\� RI� DFWLYLWLHV�� 7KLV
SUREOHP�PD\�EH�KHLJKWHQHG�E\�WKH�SROLF\�RI�JURZWK�E\�DFTXLVLWLRQ�IROORZHG�E\�PDQ\�RI�WKH�ODUJHU
EDQNV�� 2WKHU� SRVVLEOH� GLVDGYDQWDJHV� FRXOG� EH� ´SURGXFW� FDQQLEDOLVDWLRQµ��� DQG� FRPSOH[LW\�� WKH
ODWWHU�UHVXOWLQJ�IURP�WKH�RUJDQLVDWLRQDO�VWUXFWXUH�ZKHUH�GLIIHUHQW�FXOWXUHV� OLQNHG�WR�WKH�GLIIHUHQW
QRQ�LQWHUHVW� LQFRPH� DFWLYLWLHV� �WUDGLQJ�� FRQVXOWLQJ�� HQJLQHHULQJ�� HWF��� DUH� XVXDOO\� PRUH
KHWHURJHQHRXV�WKDQ�LQ�WUDGLWLRQDO� LQWHUPHGLDWLRQ�DFWLYLWLHV��3UREOHPV�RI� LQWHUQDO�FRPSHWLWLRQ�DQG
GLIILFXOWLHV�RI�PDLQWDLQLQJ�UHODWLRQV�DW�DUP·V�OHQJWK�KDYH�EHHQ�FRXQWHUHG�LQ�VRPH�FRXQWULHV�E\�WKH
FUHDWLRQ�RI�VSHFLDO�VXEVLGLDULHV��H�J��LQ�%HOJLXP��IRU�SULYDWH�EDQNLQJ�DQG�WKH�PDQDJHPHQW�RI�8&,76
E\�VHSDUDWH�HQWLWLHV��

+RZHYHU�� VPDOO� EDQNV� FRXOG� DOVR� EH� VXFFHVVIXO� LQ� QRQ�LQWHUHVW� LQFRPH� EXVLQHVV� E\� RSHUDWLQJ� LQ
QLFKH�PDUNHWV��VXFK�DV�WKH�60(�VHFWRU��RU�E\�VHUYLFLQJ�KLJK�QHW�ZRUWK� LQGLYLGXDOV�RIIHULQJ�� LQWHU
DOLD��SULYDWH�EDQNLQJ�DFWLYLWLHV��6PDOOHU�EDQNV�PD\�H[SORLW� ORFDOLVDWLRQ�DGYDQWDJHV�E\�VSHFLDOLVLQJ� LQ
WKH�GLVWULEXWLRQ�RI�VHUYLFHV�WR�ORFDO�FOLHQWV��6PDOOHU�EDQNV�DOVR�DSSHDU�WR�EH�PRUH�IOH[LEOH�LQ�WKHLU
DSSURDFK� WR� VWUXFWXUDO� FKDQJH�� +RZHYHU�� WKH� KLJKHU� UHYHQXH� UDWLRV� IURP� QRQ�LQWHUHVW� LQFRPH
DFWLYLWLHV�UHFRUGHG�E\�VPDOO�EDQNV�RIWHQ�IDLO�WR�FDUU\�RYHU�LQWR�SURILWDELOLW\�EHFDXVH�WKH\�WUDQVODWH
LQWR�D�KLJKHU�UDWLR�RI�FRVW�WR�LQFRPH�

��� &RUUHODWLRQ�EHWZHHQ�LQWHUHVW�LQFRPH�DQG�QRQ�LQWHUHVW�LQFRPH

,I�WKH�WZR�FRPSRQHQWV�RI�EDQNV·�LQFRPH�GHPRQVWUDWH�D�GLIIHUHQW�F\FOLFDO�EHKDYLRXU��QRQ�LQWHUHVW
LQFRPH�FRXOG�H[HUW�D�VWDELOLVLQJ�LQIOXHQFH�RQ�EDQNV·�UHVXOWV�E\�RIIVHWWLQJ�WKH�IOXFWXDWLRQV�LQ�LQWHUHVW
LQFRPH�� 2Q� WKH� EDVLV� RI� WKH� 2(&'� GDWDEDVH�� DQ� HPSLULFDO� VHDUFK� IRU� D� FRUUHODWLRQ� EHWZHHQ
LQWHUHVW� DQG�QRQ�LQWHUHVW� LQFRPH��ERWK� H[SUHVVHG� DV� D� SHUFHQWDJH�RI� WKH� DYHUDJH�EDODQFH�VKHHW
WRWDO�� IRU� LQGLYLGXDO� FRXQWULHV� ZDV� FDUULHG� RXW� IRU� WKH� \HDUV� �������� �WKLV� EHLQJ� WKH�PD[LPXP
SHULRG� RI� FRYHUDJH���� DQG� WKH� ILQGLQJV� DUH� SUHVHQWHG� LQ� 7DEOH� ���� $� FRUUHODWLRQ� FRHIILFLHQW
VLJQLILFDQWO\� ORZHU� WKDQ� RQH� ZRXOG� LQGLFDWH� D� VWDELOLVLQJ� LQIOXHQFH�� ZKLOH� D� QHJDWLYH� FRUUHODWLRQ
ZRXOG� HYHQ� LPSO\� WKDW� DQ\� GHFUHDVHV� LQ� LQWHUHVW� LQFRPH� �H�J�� GXH� WR� D� UHGXFWLRQ� LQ� LQWHUHVW
PDUJLQV�� LQFUHDVHG� FRPSHWLWLRQ�� FRXOG� EH� H[SHFWHG� WR� EH� FRPSHQVDWHG� E\� DQ� LQFUHDVH� LQ� QRQ�
LQWHUHVW�LQFRPH���

��� ´3URGXFW� FDQQLEDOLVDWLRQµ� UHIHUV� WR� WKH� SURFHVV� RI� SURPRWLQJ� RQH� SURGXFW� DJDLQVW� RWKHU�V�� RIIHUHG� E\� WKH� VDPH� ILQDQFLDO� LQVWLWXWLRQ
EHORQJLQJ�WR�D�ILQDQFLDO�JURXS�RU�FRQJORPHUDWH��H�J��SURPRWLQJ�PXWXDO�IXQGV�RU�LQVXUDQFH�SURGXFWV�DW�WKH�H[SHQVH�RI�GHSRVLWV��

��� 7KH�SHULRG�FRYHUHG�GLIIHUV�DFFRUGLQJ�WR�WKH�DYDLODELOLW\�RI�GDWD�DFURVV�WKH�(8�FRXQWULHV�DW�WKH�WLPH�WKH�UHOHYDQW�FDOFXODWLRQV�ZHUH�FDUULHG
RXW��6SHFLILF�UHIHUHQFH�WR�WKH�SUHFLVH�SHULRG�FRYHUHG�LV�PDGH�LQ�7DEOH����

�� $V�YDOXHV�RI�WKH�FRUUHODWLRQ�FRHIILFLHQW�DSSURDFK�²���VWDWLVWLFDO�HYLGHQFH�PRUH�VWURQJO\�VXSSRUWV�WKH�YLHZ�WKDW�QRQ�LQWHUHVW�LQFRPH�FRXOG

FRPSHQVDWH�IRU�D�UHGXFWLRQ�LQ�QHW�LQWHUHVW�LQFRPH��+RZHYHU��VXFK�D�VWDELOLVLQJ�LQIOXHQFH�RFFXUV�ZKHQ�WKH�FRUUHODWLRQ�FRHIILFLHQW� LV�OHVV
WKDQ� ���� �L�H�� DOO� WKDW� LV� WHFKQLFDOO\� UHTXLUHG� LV� WKDW� WKH� WZR� W\SHV� RI� LQFRPH� EH� OHVV� WKDQ� SHUIHFWO\� FRUUHODWHG��
&RQVLGHULQJ� 21 yyy +=
ZKHUH� jy �LV�WKH�LQFRPH�HDUQHG�IURP�DFWLYLW\�-��- �����7KHQ��WKH�WRWDO�YDULDQFH�RI�LQFRPH�LV�
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ZKHUH�

2
jσ  �YDULDQFH�RI�LQFRPH�M� ����

12σ  �FRYDULDQFH�RI�LQFRPH���DQG��

DQG� 12ρ  �VLPSOH�FRUUHODWLRQ�EHWZHHQ�LQFRPH���DQG���

7KH�PD[LPXP�YDOXH�WKDW� 12σ �FDQ�WDNH�LV� 21σσ ��6R�LI� 12ρ �LV�OHVV�WKDQ����WKHQ�GLYHUVLILFDWLRQ�PD\�RIIHU�VFRSH�WR�PLQLPLVH�WKH
YDULDQFH�RI�LQFRPH�
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:LWK� UHJDUG� WR� WKH� HPSLULFDO� HYLGHQFH�� LW� LV� ZRUWK�PHQWLRQLQJ� WKDW� DOO� (8� FRXQWULHV�� ZLWK� WKH
H[FHSWLRQ�RI� ,UHODQG���� H[KLELWHG� D� FRUUHODWLRQ�RI� QHW� LQWHUHVW� LQFRPH�ZLWK� QRQ�LQWHUHVW� LQFRPH
PXFK� ORZHU� WKDQ� RQH�� DQG� WKDW� LQ� HLJKW� (8� FRXQWULHV� �)UDQFH�� /X[HPERXUJ�� 6SDLQ�� %HOJLXP�
*HUPDQ\��WKH�1HWKHUODQGV��$XVWULD�DQG�3RUWXJDO��D�QHJDWLYH�FRUUHODWLRQ�ZDV�UHFRUGHG��2QO\�WKH
ILUVW�WKUHH�RI�WKHVH�FRXQWULHV�UHFRUGHG�PDUNHG�QHJDWLYH�YDOXHV��ZKLFK�PLJKW�EH�D�VLJQ�RI�D�PRUH
VLJQLILFDQW�LQYHUVH�UHODWLRQVKLS�EHWZHHQ�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH�

,Q�JHQHUDO�� WKH�VWDWLVWLFDO� UHVXOWV� DUH�KHWHURJHQHRXV�DQG� VHHP� WR� LQGLFDWH� DQ� LQYHUVH�FRUUHODWLRQ
EHWZHHQ� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� IRU� VHYHUDO� (8� FRXQWULHV�� DOWKRXJK� WKLV� YDULHV� LQ
VLJQLILFDQFH�IURP�EHLQJ�RI�OLPLWHG�LPSRUWDQFH�WR�UDWKHU�QRWHZRUWK\��+RZHYHU��WKH�UHVXOWV�VKRXOG
EH�LQWHUSUHWHG�ZLWK�FDXWLRQ��PDLQO\�GXH�WR�WKH�IDFW�WKDW�WKH�FRPSRVLWLRQ�RI�QRQ�LQWHUHVW�LQFRPH
GLG� QRW� UHPDLQ� VWDEOH� GXULQJ� WKLV� SHULRG��ZKLFK� FRXOG� FDXVH� IXUWKHU� GLIILFXOWLHV� LQ� DVVHVVLQJ� WKH
IXWXUH�EHKDYLRXU�RI�WKLV�VRXUFH�RI�LQFRPH�LQ�F\FOLFDO�GRZQWXUQV�

,Q� WKDW� FRQWH[W�� VRPH� SDUWV� RI� QRQ�LQWHUHVW� LQFRPH� DUH� F\FOLFDOO\� LQIOXHQFHG�� DV� LV� WKH� FDVH� IRU
LQFRPH� IURP� VHFXULWLHV��PHUJHU� DQG� DFTXLVLWLRQ� DFWLYLWLHV�� SURSULHWDU\� WUDGLQJ�� DQG� LQFRPH� IURP
SDUWLFLSDWLQJ� LQWHUHVWV��2WKHU� SDUWV� RI� QRQ�LQWHUHVW� LQFRPH� �H�J�� FXVWRGLDQ� VHUYLFHV� DQG� IHHV� RQ
SD\PHQW�VHUYLFHV��DUH�OHVV�F\FOLFDO��0RUHRYHU��FRPPHUFLDO�UHDVRQV�DQG�WKH�SULFLQJ�SROLF\�DGRSWHG
E\� EDQNV� FRXOG� FOHDUO\� LQIOXHQFH� WKH� FRUUHODWLRQ� EHWZHHQ� LQWHUHVW� LQFRPH� DQG� QRQ�LQWHUHVW
LQFRPH�� ,QGHHG�� LQ�PDQ\� FDVHV�� EDQNV� DUH� VXEVWLWXWLQJ� QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH�
7KLV�VXEVWLWXWLRQ�FDQ�EH�GLUHFW�²�H�J��ZKHQ�WKH�SULFLQJ�RI�D�SD\PHQW�VHUYLFH�QR�ORQJHU�WDNHV�SODFH
WKURXJK�DQ�LQWHUHVW�PDUJLQ�RU�D�V\VWHP�RI�GDWH�RI�YDOXH�EXW�WKURXJK�D�IHH��RU�LQGLUHFW�²�H�J��ZKHQ
D� GHFUHDVH� LQ� KRXVHKROGV·� LQYHVWPHQWV� LQ� EDQNV·� GHSRVLWV� �VRXUFH� RI� LQWHUHVW� LQFRPH�� LV
FRXQWHUEDODQFHG� E\� WKH� FRPPHUFLDOLVDWLRQ� RI� PXWXDO� IXQGV� �VRXUFH� RI� QRQ�LQWHUHVW� LQFRPH��
6LPLODUO\�� EDQNV� PD\� GHFLGH� WR� SURYLGH� D� IHH�JHQHUDWLQJ� SURGXFW� �L�H��D� JXDUDQWHH�� LQVWHDG� RI� D
FUHGLW�IDFLOLW\�

7KH� GHYHORSPHQW� RI� QHZ� DFWLYLWLHV� LV� QRW� QHFHVVDULO\� DXWRQRPRXV�� 7KLV� GHYHORSPHQW� FDQ� EH
FRPSOHWHO\�LQGHSHQGHQW�RI�SUHYLRXV�DFWLYLWLHV��EXW�PD\�DOVR�EH�FURVV�VXEVLGLVHG�E\�FXWWLQJ�EDFN�RQ
PRUH�WUDGLWLRQDO�DFWLYLWLHV��)RU�LQVWDQFH��EDQNV�FRXOG�RIIHU�FUHGLWV�ZLWK�UD]RU�WKLQ�FRQGLWLRQV�LQ�WKH
KRSH�RI�GHYHORSLQJ�D�UHJXODU�IORZ�RI�JXDUDQWHH��IHH��EXVLQHVV�ZLWK�WKHLU�FOLHQWV�

��� 9RODWLOLW\�RI�WKH�YDULRXV�VRXUFHV�RI�LQFRPH

1RQ�LQWHUHVW�LQFRPH�FRXOG�FRQWULEXWH�WR�VWDELOLVLQJ�EDQNV·�RYHUDOO�UHVXOWV���QRW�RQO\�WKURXJK�WKHLU
LQYHUVH�FRUUHODWLRQ�ZLWK�LQWHUHVW�LQFRPH���EXW�SRVVLEO\�DOVR�DV�D�UHVXOW�RI�ORZHU�YRODWLOLW\��9RODWLOLW\
KDV�EHHQ�FDOFXODWHG��IRU�LQWHUHVW�YLV�j�YLV�QRQ�LQWHUHVW�LQFRPH��ERWK�H[SUHVVHG�DV�D�SHUFHQWDJH�RI
WKH�DYHUDJH�EDODQFH�VKHHW�WRWDO��RQ�WKH�EDVLV�RI�2(&'�ILJXUHV��,W�VKRXOG�EH�QRWHG�WKDW�GXH�WR�WKH
DYDLODELOLW\� RI� GDWD�� WKH� SHULRG� FRYHUHG� LV� QRW� WKH� VDPH� IRU� HDFK� FRXQWU\�� &URVV�FRXQWU\
FRPSDULVRQV�DUH�WKXV�QRW�YHU\�UHOHYDQW��DV�F\FOLFDO�HYROXWLRQ�JUHDWO\�LQIOXHQFHV�WKH�YRODWLOLW\�RI�WKH
YDULRXV�VRXUFHV�RI� LQFRPH��&DXWLRQ�DOVR�RXJKW� WR�EH�H[HUFLVHG�ZLWK� UHJDUG� WR� WKH� LQFLGHQFH�RI
GLIIHUHQFHV�LQ�UHSRUWLQJ�VFKHPHV��DFFRXQWLQJ�PHWKRGV��VL]HV�RI�EDQNV·�VDPSOHV��HWF��7KH�UHDOLVDWLRQ
RI�FDSLWDO�JDLQV�FRXOG�DOVR�LQIOXHQFH�WKH�YRODWLOLW\�RI�ERWK�QHW�LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH�

7DEOHV���$�WR���'�SUHVHQW�WKH�HPSLULFDO�ILQGLQJV�ZLWK�UHJDUG�WR�YRODWLOLW\�RI�LQWHUHVW�DQG�QRQ�LQWHUHVW
LQFRPH� IRU�(8�FRXQWULHV�DQG�VRPH�RI�WKH�PDMRU�WKLUG�FRXQWULHV·�EDQNV��8QLWHG�6WDWHV�� -DSDQ�DQG
6ZLW]HUODQG���,W�VKRXOG�EH�VWDWHG�WKDW�IRU�WKH�SXUSRVH�RI�WKLV�HPSLULFDO�LQYHVWLJDWLRQ��WKH�VWDWLVWLFDO
LQGLFDWRU� XVHG� WR� PHDVXUH� YRODWLOLW\� LV� WKH� FRHIILFLHQW� RI� YDULDWLRQ�� QRWDEO\� WKH� UDWLR� RI� VDPSOH

�� 2(&'�GDWD�DUH�RQO\�DYDLODEOH�IURP�,UHODQG�IRU�D�WKUHH�\HDU�SHULRG�DQG�WKH�UHVXOWV�RI�WKH�FRUUHODWLRQ�VKRXOG�QRW�EH�UHJDUGHG�DV�FRQFOXVLYH
DQG�LQWHUSUHWHG�ZLWK�FDXWLRQ�
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VWDQGDUG� GHYLDWLRQ� WR� VDPSOH� PHDQ�� PXOWLSOLHG� E\� ����� 7KH� FRHIILFLHQW� RI� YDULDWLRQ� KDV� EHHQ
FRQVLGHUHG� WR� EH� DQ� DSSURSULDWH� VWDWLVWLFDO� LQGLFDWRU� IRU� PHDVXULQJ� UHODWLYH� YDULDELOLW\� DFURVV
VDPSOHV�RU�JURXSV�RI�GDWD��H�J��DFURVV�FRXQWULHV���VLQFH�LW�LV�QRW�LQIOXHQFHG�E\�WKH�SUREOHP�RI�WKH
VFDOLQJ�RI�GDWD����7KH�GDWD�XVHG�ZHUH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�DYHUDJH�EDODQFH�VKHHW� LQ
RUGHU� WR� OLPLW� WKH� LPSDFW� RI� WKH� WUHQG� JURZWK� LQ� QRPLQDO� YDOXH�� 7KH� YRODWLOLW\� RI� QRQ�LQWHUHVW
LQFRPH�ZDV�DOVR�FRPSDUHG�ZLWK� WKH�YRODWLOLW\�RI�QHW� LQWHUHVW� LQFRPH�PLQXV�SURYLVLRQV�RQ� ORDQV
DQG�QHW�LQWHUHVW�LQFRPH�PLQXV�WRWDO�SURYLVLRQV�

7KH� UHVXOWV� DUH� KHWHURJHQHRXV� IRU� WKH� YDULRXV� FRXQWULHV� LQFOXGHG� LQ� WKH� VDPSOH�� )RU� WKH� (8
FRXQWULHV��QHW�LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH�LQ�HLJKW�FRXQWULHV��%HOJLXP��)LQODQG�
*UHHFH��,UHODQG��WKH�1HWKHUODQGV��3RUWXJDO��6SDLQ�DQG�WKH�8QLWHG�.LQJGRP���ZKHUHDV�QRQ�LQWHUHVW
LQFRPH�ZDV� D�PRUH� YRODWLOH� VRXUFH� RI� LQFRPH� IRU� VHYHQ� FRXQWULHV� �$XVWULD�� 'HQPDUN�� )UDQFH�
*HUPDQ\��,WDO\��/X[HPERXUJ�DQG�6ZHGHQ���)RU�WKH�(8�DQG�WKH�HXUR�DUHD��ZHLJKWHG�DYHUDJH��QRQ�
LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH�WKDQ�QHW�LQWHUHVW�LQFRPH�������YLV�j�YLV������IRU
WKH� (8� DQG� ��� �� FRPSDUHG� ZLWK� ��� �� IRU� WKH� HXUR� DUHD��� +RZHYHU�� DIWHU� ´FRUUHFWLRQµ� IRU
SURYLVLRQV��QHW�LQWHUHVW�LQFRPH�EHFRPHV�PRUH�YRODWLOH�WKDQ�QRQ�LQWHUHVW�LQFRPH�IRU�PRVW�RI�WKH
(8� FRXQWULHV�� $OWKRXJK� GXH� FDXWLRQ� VKRXOG� EH� H[HUFLVHG� LQ� GUDZLQJ� FRQFOXVLRQV� JLYHQ� WKDW
GLIIHUHQFHV�H[LVW�DFURVV�WKH�(8�FRXQWULHV�ZLWK�UHJDUG�WR�WKH� OHYHO� DQG�WLPLQJ�RI�SURYLVLRQLQJ�RQ
QRQ�SHUIRUPLQJ� ORDQV��WKLV�FRXOG� LPSO\� WKDW�EDQNV�PRYLQJ� LQWR�QRQ�LQWHUHVW� LQFRPH�DFWLYLWLHV�GR
QRW�QHFHVVDULO\�PRYH�LQWR�PRUH�YRODWLOH�W\SHV�RI�EXVLQHVVHV�

9RODWLOLW\�RI�WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH

$V� HYLGHQFHG� DERYH�� QRQ�LQWHUHVW� LQFRPH� VRXUFHV� DUH� TXLWH� KHWHURJHQHRXV� DQG� WKH� RYHUDOO
YRODWLOLW\�RI�WKLV�VRXUFH�RI�LQFRPH�FRXOG�HDVLO\�FRQFHDO�TXLWH�GLYHUJHQW�SURILOHV�IRU�WKH�YDULRXV�VXE�
FRPSRQHQWV��9RODWLOLW\�KDV�EHHQ�FDOFXODWHG� IRU�WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW� LQFRPH��$V
WKH�WLPH�VHULHV�LV�TXLWH�VKRUW��FRYHULQJ�RQO\�D�VL[�\HDU�SHULRG������������LW�VKRXOG�EH�YLHZHG�ZLWK
FDXWLRQ����1HYHUWKHOHVV�� WKHUH� LV� D� FOHDU� LQGLFDWLRQ� RI� VWURQJ� GLIIHUHQFHV� LQ� WKH� YRODWLOLW\� RI� WKH
YDULRXV�FDWHJRULHV�RI�QRQ�LQWHUHVW�LQFRPH�

7KH�FRHIILFLHQW�RI�YDULDWLRQ�ZDV�DOVR�XVHG�DV�D�VWDWLVWLFDO� LQGLFDWRU� IRU�PHDVXULQJ�WKH�YRODWLOLW\�RI
WKH� PDLQ� FRPSRQHQWV� RI� QRQ�LQWHUHVW� LQFRPH� �7DEOH� ����� +RZHYHU�� D� GLIIHUHQW� DSSURDFK� ZDV
IROORZHG����ZKHUHE\�WKH�FRHIILFLHQW�RI�YDULDWLRQ�ZDV�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�QDWLRQDO�GDWD�IRU
QRQ�LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV��ZKLFK�ZHUH�FRQYHUWHG�LQWR�(&8��7KH�VKRUW�SHULRG�IRU
ZKLFK�GDWD�ZHUH� DYDLODEOH� DQG� LQ�ZKLFK� ORZ� OHYHOV�RI� LQIODWLRQ�SUHYDLOHG� DFURVV�PRVW� RI� WKH� (8
FRXQWULHV� DOORZV� IRU� WKH� FRQYHUVLRQ� RI� QDWLRQDO� GDWD� LQWR� (&8� DQG� WKH� FDOFXODWLRQ� RI� WKH� (8
DYHUDJH��7KH�XVH�RI�YDOXHV�LQVWHDG�RI�UDWLRV�PD\�KDYH�WKH�DGYDQWDJH�WKDW�WKH�UHVXOW�LV�QRW�DIIHFWHG
E\� WKH� FKDQJHV� LQ� WKH� GHQRPLQDWRU�� 3URILW� RQ� ILQDQFLDO� RSHUDWLRQV� �FDSLWDO� JDLQV��� FRQVLVWLQJ� RI
SURSULHWDU\�WUDGLQJ�LQ�VHFXULWLHV�DQG�SURSULHWDU\�WUDGLQJ�LQ�IRUHLJQ�H[FKDQJH�DQG�LQ�GHULYDWLYHV�� LV
WKH� PRVW� YRODWLOH� SDUW� RI� QRQ�LQWHUHVW� LQFRPH�� VKRZLQJ� D� VWURQJ� VHQVLWLYLW\� WR� FKDQJHV� LQ� WKH
HFRQRPLF� RU� PDUNHW� HQYLURQPHQW�� 7KH� DYHUDJH� YRODWLOLW\� �XQZHLJKWHG� ILJXUH�� IRU� WKH� ��� (8
FRXQWULHV�IRU�ZKLFK�GDWD�DUH�DYDLODEOH�UHFRUGHG�VLJQLILFDQWO\�KLJKHU�OHYHOV�WKDQ�WKH�RYHUDOO�DYHUDJH
OHYHO�RI�YRODWLOLW\�IRU�QRQ�LQWHUHVW�LQFRPH�������FRPSDUHG�ZLWK�������VHH�7DEOH������,W�VKRXOG�EH

�� 7R� LOOXVWUDWH�� LI� IRU� FRXQWU\� $� DQG� FRXQWU\� %� WKH� VWDQGDUG� GHYLDWLRQV� �V�G��� DUH� FDOFXODWHG� DV� �� DQG� ��� UHVSHFWLYHO\�� WKHQ� VLPSO\� E\
FRPSDULQJ�WKH�V�G�V�DQG�WDNLQJ�LQWR�DFFRXQW�WKH�VFDOLQJ�LPSDFW�ZH�PD\�FRQFOXGH�WKDW�%�LV�PRUH�YRODWLOH��7KLV�LV�QRW�WUXH�LI��IRU�H[DPSOH�
WKH�PHDQV�DUH����DQG�����UHVSHFWLYHO\��LQ�ZKLFK�FDVH�WKH\�ERWK�KDYH�WKH�VDPH�YRODWLOLW\�RU�YDULDELOLW\�DURXQG�WKHLU�PHDQ��7KH�FRHIILFLHQW
RI�YDULDWLRQ��L�H��V�G��GLYLGHG�E\�WKH�PHDQ��SURYLGHV�WKH�ULJKW�YRODWLOLW\�PHDVXUHPHQW�FRUUHFWHG�IRU�WKH�GLIIHUHQFH�LQ�WKH�VFDOLQJ�RI�GDWD�

��� 7KLV�ZDV�WKH�ORQJHVW�SHULRG�IRU�ZKLFK�GHWDLOHG�GDWD�RQ�WKH�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�FRXOG�EH�SURYLGHG��+RZHYHU��DOWHUQDWLYH
GDWD�VRXUFHV� �H�J��2(&'�GDWD��SURYLGH�DQ�DQDO\WLFDO�EUHDNGRZQ�RI� WKH�PDLQ� FRPSRQHQWV�RI�QRQ�LQWHUHVW� LQFRPH� IRU�DQ�HYHQ� VKRUWHU
SHULRG�IRU�PRVW�RI�WKH�(8�FRXQWULHV�

��� ,Q� DVVHVVLQJ� WKH� YRODWLOLW\� RI� WKH� FRPSRQHQWV� RI� WKH� QRQ�LQWHUHVW� LQFRPH�� WKH� FRHIILFLHQW� RI� YDULDWLRQ�ZDV� FDOFXODWHG� RQ� WKH� EDVLV� RI
QDWLRQDO�ILJXUHV�FRQYHUWHG�LQWR�(&8��ZKHUHDV�LQ�DVVHVVLQJ�WKH�YRODWLOLW\�RI�QRQ�LQWHUHVW�YLV�j�YLV�LQWHUHVW�LQFRPH�WKH�FRHIILFLHQW�RI�YDULDWLRQ
ZDV� FDOFXODWHG� RQ� WKH�EDVLV� RI� UHOHYDQW� UDWLRV� �QDPHO\�� QRQ�LQWHUHVW� LQFRPH�DQG� LQWHUHVW� LQFRPH� ERWK� H[SUHVVHG� DV� D� SHUFHQWDJH�RI
DYHUDJH�WRWDO�EDODQFH�VKHHW��
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QRWHG��KRZHYHU��WKDW�WKLV�ILJXUH�LV� ODUJHO\�LQIOXHQFHG�E\�WKH�YRODWLOLW\�UHFRUGHG�LQ�VRPH�FRXQWULHV
�QRWDEO\�LQ�'HQPDUN��DV�D�UHVXOW�RI�WKH�DFFRXQWLQJ�PHWKRG�XVHG�LQ�WKDW�FRXQWU\�WR�HYDOXDWH�EDQNV·
SRUWIROLRV�RI�VHFXULWLHV�

�%R[��
'LIIHUHQFHV� LQ� DFFRXQWLQJ� SULQFLSOHV� DQG� WKHLU� LPSOLFDWLRQV� IRU� QRQ�LQWHUHVW� LQFRPH� DQG� EDQNV·
SURILWDELOLW\�²�WKH�FDVH�RI�WKH�'DQLVK�EDQNLQJ�V\VWHP
$FFRUGLQJ�WR�WKH�'DQLVK�DFFRXQWLQJ�V\VWHP��WKH�JUHDWHU�SDUW�RI�EDQNV·�VHFXULWLHV�DQG�GHULYDWLYHV
SRUWIROLRV� DUH� PDUNHG�WR�PDUNHW� LQ� WKH� EDQNV·� DFFRXQWV� DQG� WKLV� KDV� DQ� LPSRUWDQW� VKRUW�WHUP
LPSDFW�RQ�WKH�LQFRPH�DQG�ILQDQFLDO�UHVXOWV��,Q�WKDW�FRQWH[W��'DQLVK�EDQNV�UHFRUGHG�KLJK�QHW�FDSLWDO
JDLQV���LQ������ZKLFK�ZHUH�����WLPHV�KLJKHU�WKDQ�WRWDO�QHW�GLYLGHQG�DQG�IHH�LQFRPH�IRU�WKDW�\HDU�
ZKLOH�LQ�WKH�IROORZLQJ�\HDU�D�QHW�FDSLWDO�ORVV�ZDV�UHFRUGHG�ZKLFK��LQ�WHUPV�RI�UHODWLYH�LPSRUWDQFH�
DPRXQWHG�WR������RI�WRWDO�GLYLGHQG�DQG�IHH�LQFRPH�LQ�������,Q������DQG������WKH�FDSLWDO�JDLQV�RI
'DQLVK� EDQNV� IROORZLQJ� WKH� PDUNHG�WR�PDUNHW� DSSURDFK� IRU� WKHLU� VHFXULWLHV·� SRUWIROLRV� ZHUH
SRVLWLYH�� HVWLPDWHG� DW� ��� �� DQG� ��� �� DV� D� SHUFHQWDJH� RI� GLYLGHQGV� DQG� IHH� LQFRPH� IRU� WKH
UHVSHFWLYH�\HDUV�
&RQYHUVHO\��PRVW�RI�WKH�(8�DFFRXQWLQJ�V\VWHPV�DUH�EDVHG�RQ�WKH�/2&20���SULQFLSOH��DQG�WKH�XVH
RI� WKLV�PHWKRG� FRXOG� FDXVH� SRWHQWLDO� KLGGHQ� UHVHUYHV�ZKHQ� HYDOXDWLQJ� WKH� VHFXULWLHV� SRUWIROLRV
�H�J�� DW� WKH� \HDU�HQG��� 0RUHRYHU�� LW� FRXOG� DOVR� FDXVH� DQ� DEUXSW� LQFUHDVH� LQ� WKH� QHW� SURILW� RQ
WUDQVDFWLRQV�LQ�VHFXULWLHV�ZKHQ�WKHVH�FDSLWDO�JDLQV�DUH�UHDOLVHG���

$FFRXQWLQJ�GLIIHUHQFHV�DQG�WHFKQLTXHV�VXFK�DV�WKHVH�FRXOG�EH�DFFRXQWDEOH�IRU�DW�OHDVW�SDUW�RI�WKH
GLIIHUHQFHV�REVHUYHG�LQ�WKH�HPSLULFDO�DQDO\VLV�

,QFRPH�IURP�VHFXULWLHV�DOVR�DSSHDUV�WR�EH�D�YRODWLOH�SDUW�RI�QRQ�LQWHUHVW�LQFRPH��7KH�UHODWLYHO\
KLJK� YRODWLOLW\� ���� �� IRU� WKH� ��� (8� FRXQWULHV� LQ� WKH� REVHUYDWLRQ� SHULRG�� VHH� 7DEOH� ���� KDV�
DSSDUHQWO\�� EHHQ� DIIHFWHG� E\� WKH� IDYRXUDEOH� HFRQRPLF� FRQGLWLRQV� SUHYDLOLQJ� RYHU� UHFHQW� \HDUV�
+RZHYHU��WKH�SDUW�RI�WKLV�LQFRPH�VRXUFH�VWHPPLQJ�IURP�WKHLU�VXEVLGLDULHV��RU�IURP�SDUWLFLSDWLQJ
LQWHUHVWV� KHOG� LQ� ILQDQFLDO� LQVWLWXWLRQV�� FRQGXFWLQJ� IHH� LQFRPH� EXVLQHVV� LV� H[SHFWHG� WR� VKRZ� D
SDWWHUQ�VLPLODU�WR�WKDW�RI�IHHV�DQG�FRPPLVVLRQV�

)HHV� DQG� FRPPLVVLRQV� DUH� WKH� PRVW� VWDEOH� FRPSRQHQW� RI� QRQ�LQWHUHVW� LQFRPH�� 7KHUHIRUH�
IXUWKHU�GHYHORSPHQW�RI�WKLV�VRXUFH�RI�UHYHQXH��ZKLFK�DOUHDG\�FRQVWLWXWHV�WKH�ODUJHVW�SDUW�RI�QRQ�
LQWHUHVW�LQFRPH��FRXOG�FRQWULEXWH�WR�D�IXUWKHU�UHGXFWLRQ�LQ�WKH�JOREDO�YRODWLOLW\�RI�EDQNV·�LQFRPH�
+RZHYHU��WKRVH�IHHV�DQG�FRPPLVVLRQV�DUH�WKHPVHOYHV�TXLWH�KHWHURJHQHRXV�

,Q�JHQHUDO�WHUPV��IHHV�DQG�FRPPLVVLRQV�FRXOG�EH�GLYLGHG�LQWR�
� WKRVH� DFWLYLWLHV�ZKLFK� DUH� OHDVW� DIIHFWHG� E\�PDUNHW� DQG� F\FOLFDO� HYROXWLRQ�� 7KRVH� DFWLYLWLHV

LQFOXGH�SD\PHQW� WUDQVDFWLRQV�� VDIH� FXVWRG\�DQG�DFFRXQW�DGPLQLVWUDWLRQ�� DQG�FRUUHVSRQGHQW
EDQNLQJ�

� WKRVH�DFWLYLWLHV�ZKLFK�DUH��PRUH�RU�OHVV��FORVHO\�OLQNHG�ZLWK�PDUNHW�RU�F\FOLFDO�HYROXWLRQ��7KLV
FDWHJRU\�LQFOXGHV�XQGHUZULWLQJ�DFWLYLWLHV��EURNHUDJH�IHHV��WUHDVXU\�PDQDJHPHQW��WUDQVDFWLRQV
RQ� GHULYDWLYHV� DQG� FUHGLW� FDUG� EXVLQHVV�� $OVR� LQ� WKLV� FDWHJRU\� DUH� PHUJHU� DQG� DFTXLVLWLRQ
DFWLYLWLHV��ZKLFK�DUH�FRQQHFWHG�ZLWK�WKH�HYROXWLRQ�RI�WKH�ILQDQFLDO�F\FOH�

0RUHRYHU��WKH�SDUW�RI�WKH�QRQ�LQWHUHVW�LQFRPH�VWHPPLQJ�IURP�LQVWLWXWLRQDO�LQYHVWRUV�EHORQJLQJ�WR
WKH�VDPH�EDQNLQJ�JURXS�FRXOG�EH�TXLWH�VWDEOH�DQG��WR�WKH�H[WHQW� WKDW� WKHVH� ILQDQFLDO� JURXSV�FDQ

�� (VWLPDWHG�WR�EH�'..�����ELOOLRQ�
�� /RZHU�RI�FRVW�RU�PDUNHW�
�� ,Q�WKLV�UHVSHFW��FURVV�VHOOLQJ�RI�VHFXULWLHV�SRUWIROLRV�FRXOG�FUHDWHG�XQUHDOLVHG�JDLQV�FRXQWHUEDODQFLQJ�RWKHU�QHJDWLYH�UHVXOWV�



�� (&%�(8�%DQNV·�,QFRPH�6WUXFWXUH�•�$SULO�����

RIIHU�WR�WKHLU�FOLHQWV�LQYHVWPHQW�DQG�SHQVLRQ�IXQGV�DV�DOWHUQDWLYHV�WR�WUDGLWLRQDO�GHSRVLWV��LV�UDWKHU
VLPLODU�WR�LQWHUHVW�LQFRPH�

� %DQNLQJ�ULVNV�DQG�VXSHUYLVRU\�LVVXHV

��� 1RQ�LQWHUHVW�LQFRPH

7KH�LQFUHDVHG�LQFLGHQFH�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW�LQFRPH�KDV�LPSOLFDWLRQV�IRU�WKH�ULVN
SURILOH�RI�EDQNV��$V�VKRZQ�LQ�&KDSWHU���DERYH��WKH�RYHUDOO�YRODWLOLW\�RI�WKLV�VRXUFH�RI�LQFRPH�GRHV
QRW�VHHP�WR�GLIIHU�VLJQLILFDQWO\� IURP�WKDW�RI� LQWHUHVW� LQFRPH�� ,QGHHG�� VRPH�FRPSRQHQWV�RI�QRQ�
LQWHUHVW� LQFRPH�� VXFK� DV� SURILWV� RQ� ILQDQFLDO� RSHUDWLRQV� �FDSLWDO� JDLQV�� KDYH�� LQ� IDFW�� D� YHU\� KLJK
YRODWLOLW\��,Q�DGGLWLRQ��WKH�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH�LV�UDWKHU
ZHDN� DQG� FRXOG� UHVXOW� SDUWLDOO\� IURP� WKH� FRPPHUFLDO� DQG� SULFLQJ� SROLFLHV� DGRSWHG� E\� EDQNV�� ,Q
UHFHQW� \HDUV� WKH�GHYHORSPHQW�RI� QRQ�LQWHUHVW� LQFRPH� DFWLYLWLHV� KDV� HQDEOHG� EDQNV� WR� VDIHJXDUG
WKHLU� RYHUDOO� SURILWDELOLW\� LQ� DQ� HQYLURQPHQW� FKDUDFWHULVHG� E\� SUHVVXUHV� RQ� LQWHUHVW� PDUJLQV�
+RZHYHU��FRPSHWLWLRQ�LV�OLNHO\�WR�LQFUHDVH�DQG�WKH�H[WHQVLRQ�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW
LQFRPH�RIWHQ�LPSOLHV�VLJQLILFDQW�FRVWV�

7KH� VKLIW� IURP� LQWHUHVW� LQFRPH� WR� QRQ�LQWHUHVW� LQFRPH� GRHV� QRW� DOORZ� EDQNV� WR� DYRLG� ULVNV
DVVRFLDWHG� ZLWK� WUDGLWLRQDO� DFWLYLWLHV�� HYHQ� LI� WKH� PL[� RU� EDODQFH� RI� WKH� YDULRXV� ULVNV� FRXOG� EH
PRGLILHG��7R�WKH�H[WHQW�WKDW�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�LV�DFFRPSDQLHG�E\�D�UHODWLYH
UHGXFWLRQ� LQ� WKH� FODVVLFDO� LQWHUPHGLDWLRQ� DFWLYLW\� RI� EDQNV�� LW� VKRXOG� KHOS� WR� UHGXFH� FUHGLW� ULVNV
LQFXUUHG�E\� EDQNV��+RZHYHU�� JUHDWHU� UHOLDQFH�RI� WKH� EHVW� ERUURZHUV�RQ� WKH� VHFXULWLHV�PDUNHWV
PD\�LQFUHDVH�WKH�FRQFHQWUDWLRQ�RI�ERUURZHUV�FODVVLILHG�DV�EHDULQJ�D�KLJKHU�OHYHO�RI�ULVN�RQ�EDQNV·
EDODQFH�VKHHWV�

,Q� WKLV� UHVSHFW�� QHZ� WHFKQLTXHV�� VXFK� DV� FUHGLW� GHULYDWLYHV� RU� VHFXULWLVDWLRQ�� HQDEOH� EDQNV� WR
SURYLGH� DGYLVRU\� DQG� DVVHW� PDQDJHPHQW� VHUYLFHV� ZKLOH� WUDQVIHUULQJ� WKH� FUHGLW� ULVNV� WR� RWKHU
PDUNHW�SDUWLFLSDQWV��+RZHYHU��WKLV�SURFHVV�FDQ�KDYH�ERWK�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�DV�EDQNV
FDQ�DOVR�EX\�FUHGLW�ULVNV�YLD�FUHGLW�GHULYDWLYHV��,Q�DGGLWLRQ��VRPH�QRQ�LQWHUHVW�JHQHUDWLQJ�SURGXFWV
KDYH�WKH�RSSRVLWH�HIIHFW�DV�WKH\�DUH�XVHG�E\�EDQNV�WR�DVVXPH�FUHGLW�ULVNV�ZLWKRXW�VXSSO\LQJ�DQ\
ILQDQFLQJ��WKLV�LV�WKH�FDVH��IRU�H[DPSOH��IRU�WKH�SURYLVLRQ�RI�JXDUDQWHHV���7KURXJK�WKH�XVH�RI�FUHGLW
GHULYDWLYHV�� EDQNV� FRXOG� DOVR� DFKLHYH� D� EHWWHU� VHFWRUDO� RU� JHRJUDSKLFDO� DVVHWV� EDODQFH�� WKXV
PLWLJDWLQJ�WKH�ULVNV�DVVRFLDWHG�ZLWK�D�SRVVLEOH�FRQFHQWUDWLRQ�RQ�WKHLU�FUHGLW�DFWLYLW\��+RZHYHU��WKLV
DSSURDFK�UHOLHV�RQ�PDUNHWV�WKH�OLTXLGLW\�RI�ZKLFK�FRXOG�TXLFNO\�GU\�XS�DQG�GRHV�QRW�HQDEOH�EDQNV
WR�DYRLG�WKH�SUREOHP�RI�FRUUHFWO\�SULFLQJ�WKHLU�FUHGLW�ULVNV�

7KH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�FRXOG�OHDG�EDQNV�WR�EHDU�DGGLWLRQDO�PDUNHW�ULVNV�� ,I� WKLV
FRXOG� PLWLJDWH� WKH� VHQVLWLYLW\� RI� EDQNV� WR� WKH� FUHGLW� F\FOHV� OLQNHG� WR� GRZQWXUQV� LQ� HFRQRPLF
DFWLYLWLHV�� LW� FRXOG�� DW� WKH� VDPH� WLPH�� UHLQIRUFH� WKHLU� VHQVLWLYLW\� WR� PDUNHW� F\FOHV� UHODWHG� WR
IOXFWXDWLRQV� LQ� LQWHUHVW�UDWHV�� VWRFN�H[FKDQJHV�RU� IRUHLJQ�H[FKDQJH�PDUNHWV�� ,Q�FRPSDULVRQ�ZLWK
WKRVH� FUHGLW� DFWLYLWLHV� ZKLFK� DUH� PRVWO\� GHSHQGHQW� RQ� RQJRLQJ� UHODWLRQV�� PDUNHW� DFWLYLWLHV� DUH
PRUH�IUHTXHQWO\�OLQNHG�WR�LQGLYLGXDO�GHDOV��7KHVH�DFWLYLWLHV�GR�QRW�XVXDOO\�SURYLGH�EDQNV�ZLWK�WKH
VDPH�RSSRUWXQLW\�DV�D�FUHGLW�UHODWLRQ�WR�GHYHORS�D�WKRURXJK�NQRZOHGJH�RI�WKHLU�FOLHQWV�

7KH� H[SDQVLRQ� RI� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW� LQFRPH� KDV� DOVR� OHG� WR� DQ� LQFUHDVH� LQ� WKH
LPSRUWDQFH�RI�RWKHU�FDWHJRULHV�RI�ULVNV��LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV�

2SHUDWLRQDO� ULVNV�KDYH�VHYHUDO� IDFHWV��7R�GHYHORS�FRPSOH[�QHZ�SURGXFWV��EDQNV�QHHG�WR�XSJUDGH
WKH� OHYHO� RI� VNLOOV� RI� WKHLU� HPSOR\HHV�� 7KH\� DOVR� KDYH� WR� RUJDQLVH� JRRG� IROORZ�XS� RI� WKHLU� QHZ
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DFWLYLWLHV�� ZKLFK� QHFHVVLWDWHV� DQ� DGHTXDWH� LQWHUQDO� FRQWURO� PHFKDQLVP�� 7KLV� LV� SDUWLFXODUO\
LPSRUWDQW�ZKHQ�EDQNV�GLYHUVLI\�WKHLU�UDQJH�RI�VHUYLFHV�DQG�HQWHU�QHZ�JHRJUDSKLFDO�DUHDV��VXFK�DV
HPHUJLQJ�PDUNHWV��ZKLFK�SUHVHQW�SROLWLFDO�DQG�FRXQWU\�ULVNV��)LQDQFLDO�JURXSV�DQG�FRQJORPHUDWHV
FRXOG� DOVR� IDFH� D� KLJKHU� OHYHO� RI� RSHUDWLRQDO� ULVNV� UHVXOWLQJ� IURP� WKH� FRPSOH[LW\� RI� WKHLU
RUJDQLVDWLRQDO�VWUXFWXUH��7KH�ULVN�RI� LQWHUQDO�FRPSHWLWLRQ�ZLWKLQ� WKH�JURXS�RU� WKH�FRQJORPHUDWH
FDQQRW�EH�UXOHG�RXW��WRJHWKHU�ZLWK�D�ULVN�RI�´FXOWXUDO�PLVPDWFKµ�ZLWKLQ�WKH�JURXS�

$�VSHFLILF�IRUP�RI�RSHUDWLRQDO�ULVN�LV�OLQNHG�WR�WKH�GLIILFXOW\�WKDW�VRPH�EDQNV�PD\�IDFH�LQ�FRUUHFWO\
PHDVXULQJ� WKH�FRVW�RI�TXLWH� FRPSOH[�SURGXFWV��$Q� DFFXUDWH� HYDOXDWLRQ�RI� WKH� FRVW�RI� LQGLYLGXDO
SURGXFWV�ZLOO� EHFRPH�PRUH� QHFHVVDU\� DQG� FURVV�VXEVLGLVDWLRQ�ZLOO� EHFRPH� LQFUHDVLQJO\� KDUG� WR
PDLQWDLQ� LQ� WKH� IXWXUH��$JDLQVW� WKLV�EDFNJURXQG�� WKRVH�EDQNV� WKDW� DUH�QRW�ZHOO�SUHSDUHG� IRU� WKH
WDVN� RI� HYDOXDWLQJ� FRVWV� YLD� DSSURSULDWH� FRVW� DFFRXQWLQJ� V\VWHPV� DQG� FRUUHFWO\� SULFLQJ� WKHLU
SURGXFWV�PD\�IDFH�LQFUHDVHG�RSHUDWLRQDO�ULVNV�

5HSXWDWLRQ� ULVN� DOVR� WDNHV�GLIIHUHQW� IRUPV�� ,Q� WKH� HYHQW�RI� LOO�DGYLVHG�SURSRVDOV�� EDQNV� FRXOG� IDFH
OHJDO� GLVSXWHV� DQG� EH� KHOG� OLDEOH��PRUH� VSHFLILFDOO\� EXW� QRW� H[FOXVLYHO\� YLV�j�YLV� QRQ�SURIHVVLRQDO
FOLHQWV��7HFKQLFDO�HUURUV�RU�RSHUDWLRQDO�PLVWDNHV�DUH�DQRWKHU�VRXUFH�RI�SRWHQWLDO� OLDELOLWLHV��(YHQ
ZKHQ� WKH\� DUH� QRW� FRQVLGHUHG� OHJDOO\� UHVSRQVLEOH�� EDQNV� FRXOG� H[SHULHQFH� D� VHQVH� RI� PRUDO
REOLJDWLRQ�WR�RIIVHW�SDUW�RI�WKH� ORVVHV� LQFXUUHG�E\�WKHLU�FOLHQWV�� LI�RQO\�WR�DYRLG�DGYHUVH�SXEOLFLW\
DQG� WR� SUHVHUYH� WKHLU� UHSXWDWLRQ�� 7KH� UHTXLUHPHQW� WR� PDLQWDLQ� DQ� LPDJH� RI� FRPSHWHQFH�
SURIHVVLRQDOLVP�DQG� IDLUQHVV� LV� DOO� WKH�PRUH�FUXFLDO� LQ� WKDW�QRQ�LQWHUHVW�UHODWHG�DFWLYLWLHV�UHO\�RQ
WKH�DELOLW\�RI�EDQNV� WR� JHQHUDWH�QHZ�GHDOV� DOO� WKH� WLPH��5HSXWDWLRQ� ULVNV�PD\� DOVR� LQFUHDVH� DV� D
UHVXOW� RI� WKH� GHYHORSPHQW� RI� FRQWUDFW� EDQNLQJ�� 7KLV� ODVW� IRUP� RI� RUJDQLVDWLRQ�� LPSO\LQJ� FR�
RSHUDWLRQ� DJUHHPHQWV� DQG� DOOLDQFHV�ZLWK� WKLUG� SDUWLHV�� EDQNV� DQG� QRQ�EDQNV�� DOVR� LQFUHDVHV� WKH
ULVNV�RI�OHJDO�GLVSXWHV��OHJDO�ULVNV��

)LQDOO\�� LQ�RUGHU�WR�UHDFW�WR�WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ�DQG�ILQDQFLDO�VHUYLFHV� LQ�DQ�DGHTXDWH
ZD\��EDQNV�KDYH�WR�WDNH�VWUDWHJLF�ULVNV��,Q�SDUWLFXODU��WKH\�KDYH�WR�UHGHILQH�WKHLU�REMHFWLYHV�LQ�RUGHU
WR� VDIHJXDUG� D� VXVWDLQDEOH� OHYHO� RI� SURILWDELOLW\� LQ� WKH� IXWXUH�� )RU� VRPH� EDQNV�� WKLV� ZLOO� LPSO\� D
JUHDWHU� VSHFLDOLVDWLRQ��EDVHG�RQ�D� FRUUHFW� DVVHVVPHQW�RI� WKHLU� VSHFLILF� VWUHQJWK��ZLWK� WKH� ULVN�RI
PDNLQJ� ZURQJ� FKRLFHV� RU� DGRSWLQJ� KHUGLQJ� EHKDYLRXU�� ,QGHHG�� DV� VRPH� SURGXFWV� �H�J�� SULYDWH
EDQNLQJ�DQG�DVVHW�PDQDJHPHQW��VHHP�WR�EH�D�SURPLVLQJ�DUHD� IRU� IXWXUH�SURILWV�� WRR�PDQ\�EDQNV
FRXOG�EH� WHPSWHG� WR� IRFXV�RQ� WKH� VDPH�QRQ�LQWHUHVW� LQFRPH� UHODWHG� DFWLYLWLHV��0DQ\�EDQNV� DUH
DOVR�GLYHUVLI\LQJ�WKHLU�DFWLYLWLHV�WKURXJK�PHUJHUV�RU�DFTXLVLWLRQV��QRW�RQO\�LQ�EDQNLQJ�EXW�DOVR�LQ�WKH
LQVXUDQFH�RU�LQYHVWPHQW�VHUYLFHV�VHFWRUV��LQ�RUGHU�WR�PDQDJH�WKHVH�PRUH�FRPSOH[�VWUXFWXUHV��LW�LV
QHFHVVDU\� WR� HVWDEOLVK� D� SHDFHIXO� FR�H[LVWHQFH� EHWZHHQ� VRPHWLPHV� TXLWH� GLIIHUHQW� EXVLQHVV
FXOWXUHV��,Q�PDQ\�FDVHV��EDQNV�ZLOO�DOVR�KDYH�WR�IRUP�VWUDWHJLF�DOOLDQFHV��RXWVRXUFLQJ�SDUW�RI�WKHLU
DFWLYLWLHV�� EDQNV� DGRSWLQJ� WKLV� DSSURDFK�ZLOO� KDYH�� DW� WKH� VDPH� WLPH�� WR� NHHS� WKH� VSHFLILF� YDOXH
DGGHG� DQG� WR� PDLQWDLQ� DGHTXDWH� FRQWURO� DQG� D� UHODWLRQVKLS� DW� DUP·V� OHQJWK� ZLWK� WKHLU� VHUYLFH
SURYLGHUV�

��� 1RQ�LQWHUHVW�LQFRPH�FRPSRQHQWV

1RQ�LQWHUHVW� LQFRPH� FRPSRQHQWV� SUHVHQW� JUHDW� GLYHUVLW\� SDUWLFXODUO\� ZLWK� UHJDUG� WR� WKHLU
YRODWLOLW\� DQG�� WKHUHIRUH�� WKH\�FDQ�DIIHFW� WKH� ULVN�SURILOH�RI�EDQNV� LQ�GLIIHUHQW�ZD\V��$�TXDOLWDWLYH
DVVHVVPHQW�RI�WKLV�DVSHFW�LV�LQFOXGHG�LQ�WKH�WDEOH�SURYLGHG�LQ�$QQH[����EDVHG�RQ�WKH�FRQWULEXWLRQ
RI�QDWLRQDO�VXSHUYLVRUV��7KH�ILJXUHV�LQ�WKH�WDEOH�VKRXOG�EH�FRQVLGHUHG�DV�LQGLFDWLYH�DQG�DUH�E\�QR
PHDQV�D�VFLHQWLILF�PHDVXUH�

7KH� LQFRPH� GHULYLQJ� IURP� SURSULHWDU\� WUDGLQJ� DFWLYLW\� �FDSLWDO� JDLQV� RQ� ILQDQFLDO� RSHUDWLRQV�
SUHVHQWV�WKH�KLJKHVW�YRODWLOLW\��%DQNV�XQGHUWDNLQJ�WKLV�DFWLYLW\�IDFH��LQ�DGGLWLRQ�WR�PDUNHW�DQG�FUHGLW
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ULVNV��RUJDQLVDWLRQDO� ULVNV� DVVRFLDWHG�ZLWK� WKH� VHWWLQJ�XS�DQG�PDQDJHPHQW�RI� SURSULHWDU\� WUDGLQJ
GHVNV�IRU�FRPSOH[�SURGXFWV�

7KH� LQFRPH� IURP� VHFXULWLHV� DFWLYLW\� DOVR� SUHVHQWV� D� UHODWLYHO\� KLJK� GHJUHH� RI� YRODWLOLW\�� 7KLV
FRPSRQHQW�LQFOXGHV�QRW�RQO\�LQFRPH�IURP�VKDUHV�EXW�DOVR�LQFRPH�IURP�SDUWLFLSDWLQJ�LQWHUHVWV�DQG
VKDUHV�LQ�DIILOLDWHG�XQGHUWDNLQJV��:LWK�UHJDUG�WR�WKLV�ODVW�FDWHJRU\�RI�DFWLYLW\��EDQNV�DUH�FRQIURQWHG
ZLWK�VWUDWHJLF� DQG�RUJDQLVDWLRQDO�ULVNV��%DQNV�KDYH�� LQ� IDFW�� WR�GHWHUPLQH� WKH� UHTXLUHG�GHJUHH�RI
GLYHUVLILFDWLRQ� DQG� WR� PDNH� WKH� ULJKW� FKRLFHV� IRU� WKHLU� SDUWLFLSDWLRQ�� DV� ZHOO� DV� WR� RUJDQLVH� DQ
DGHTXDWH�PDQDJHPHQW�VWUXFWXUH�

)HHV�DQG�FRPPLVVLRQV�DFWLYLWLHV�DUH��RQ�WKH�ZKROH��FRQVLGHUHG�WR�EH�OHVV�YRODWLOH�WKDQ�RWKHU�QRQ�
LQWHUHVW� LQFRPH� FRPSRQHQWV�� 6RPH� DFWLYLWLHV� JHQHUDWLQJ� IHHV� DQG� FRPPLVVLRQV� DUH� UHJDUGHG� DV
EHDULQJ�OLPLWHG�ULVNV�IRU�EDQNV��7KLV�DSSOLHV�PRUH�VSHFLILFDOO\�WR�

• IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��SUREDEO\�UHIOHFWLQJ�LQ�SDUW�WKH�ORZ�SURVSHFWV�IRU�WKH�JURZWK�RI
WKLV�DFWLYLW\�

• DGYLVRU\�DFWLYLWLHV��DOWKRXJK�WKH�DVVRFLDWHG�UHSXWDWLRQ�DQG�RSHUDWLRQDO�ULVNV�DUH�H[SHFWHG�WR
LQFUHDVH�

• FRUUHVSRQGHQW� EDQNLQJ�� WKH� LQFLGHQFH� RI� ZKLFK� ZLOO� SUREDEO\� GHFUHDVH� IXUWKHU� DV� D
FRQVHTXHQFH�RI�GHYHORSPHQWV�LQ�SD\PHQW�V\VWHPV�

• DFFRXQW�DGPLQLVWUDWLRQ��VDIH�FXVWRG\�DQG�� LQ�JHQHUDO��PRVW�DFWLYLWLHV�PDGH�RQ�EHKDOI�RI�WKLUG
SDUWLHV��DQG

• VHFXULWLVDWLRQ�DQG�SULYDWH�EDQNLQJ��DV�WKH\�RIIHU�EDQNV�WKH�SRVVLELOLW\�RI�WUDQVIHUULQJ�FUHGLW�DQG
PDUNHW�ULVNV�WR�RWKHU�SDUWLHV�

2WKHU�FDWHJRULHV�RI�DFWLYLWLHV�JHQHUDWLQJ� IHHV�DQG�FRPPLVVLRQV� DUH�FRQVLGHUHG� WR�SUHVHQW�PRUH
ULVNV�IRU�EDQNV��7KHVH�LQFOXGH�GHULYDWLYHV�WUDGLQJ�DFWLYLWLHV�DQG�WKH�SURYLVLRQ�RI�JXDUDQWHHV�²�ZKLFK
DUH� UHJDUGHG� DV� SRWHQWLDOO\� WKH�PRVW� ULVN\� ²� XQGHUZULWLQJ� DFWLYLWLHV�� WUHDVXU\�PDQDJHPHQW�� UHDO
HVWDWH�WUDQVDFWLRQV��FUHGLW�FDUG�EXVLQHVV�DQG�SD\PHQW�WUDQVDFWLRQV�

��� 6XSHUYLVRU\�LVVXHV

7KH�FKDQJHV�LQ�WKH�EDQNV·� LQFRPH�VWUXFWXUH�GHULYLQJ�IURP�GHYHORSPHQWV�LQ�WKH�EDQNLQJ�EXVLQHVV
DOVR�KDYH�LPSOLFDWLRQV�IRU�WKH�DFWLYLW\�RI�EDQNLQJ�VXSHUYLVLRQ�LQ�WZR�UHVSHFWV��SUXGHQWLDO�UHJXODWLRQ
DQG�FXUUHQW�VXSHUYLVLRQ�

:LWK� UHJDUG� WR�SUXGHQWLDO� UHJXODWLRQ�� WKH�PDLQ� UHIHUHQFH� LV� WR� WKH� FDSLWDO� DGHTXDF\� UHJLPH�� 7KLV
UHJLPH�� LQLWLDOO\� GHVLJQHG� WR� FRYHU� FUHGLW� ULVNV� RQ� WKH� EDVLV� RI� WKH� VROYHQF\� UDWLR�� ZDV� ODWHU
H[WHQGHG� WR� FRYHU� PDUNHW� ULVNV�� $V� D� VXEVHTXHQW� VWHS�� WKH� GHYHORSPHQW� RI� VRSKLVWLFDWHG� ULVN
PDQDJHPHQW�WHFKQLTXHV�E\�EDQNV�ZDV�WDNHQ�LQWR�DFFRXQW�E\�VXSHUYLVRUV�WKURXJK�WKH�DFFHSWDQFH
RI� LQWHUQDO� ULVN�PDQDJHPHQW�PRGHOV� WR�PHDVXUH�PDUNHW� ULVN� IRU� FDSLWDO� UHTXLUHPHQW� SXUSRVHV�
7KH�FDSLWDO�DGHTXDF\�UHJLPH�IRU�FUHGLW�ULVN�LV�FXUUHQWO\�XQGHU�UHYLHZ�LQ�WKH�UHOHYDQW�LQVWLWXWLRQDO
IRUXPV�� QRWDEO\� WKH� %DVHO� &RPPLWWHH� RQ� %DQNLQJ� 6XSHUYLVLRQ� DQG� WKH� %DQNLQJ� $GYLVRU\
&RPPLWWHH��2QH�RI�WKH�DUHDV� LQ�ZKLFK�WKLV�SURFHVV� LV�EHLQJ�XQGHUWDNHQ� LV� WKH�GHWHUPLQDWLRQ�RI
VSHFLILF�FDSLWDO�UHTXLUHPHQWV�IRU�FDWHJRULHV�RI�ULVNV�RWKHU�WKDQ�FUHGLW�DQG�PDUNHW�ULVN��7KLV�OLQH�RI
DFWLRQ�LV�VXSSRUWHG�E\�WKH�ILQGLQJV�RI�WKLV�UHSRUW��DFFRUGLQJ�WR�ZKLFK�WKH�GHYHORSPHQW�RI�DFWLYLWLHV
JHQHUDWLQJ�QRQ�LQWHUHVW� LQFRPH�GHWHUPLQHV� WKH� LQFUHDVHG� LQFLGHQFH�RI�RWKHU�FDWHJRULHV�RI� ULVNV�
LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV�

:LWK�UHJDUG�WR�FXUUHQW�VXSHUYLVLRQ�� WKH� LQFUHDVHG� LPSRUWDQFH�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW
LQFRPH�PDNHV�WKH�ZRUN�RI�EDQNLQJ�VXSHUYLVRUV�WR�DVVHVV�WKH�ULVN�SURILOH�RI�EDQNV�PRUH�FRPSOH[�
,Q�JHQHUDO�WHUPV��EDQNLQJ�VXSHUYLVRUV�KDYH�WR�HQVXUH�WKDW�DOO�ULVNV�VWHPPLQJ�IURP�WKH�FKDQJHV�LQ
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WKH�EDQNV·� LQFRPH�VWUXFWXUH�DUH�SURSHUO\�FRQWUROOHG�E\�EDQNV��7R�WKDW�HQG��EDQNLQJ�VXSHUYLVRUV
KDYH�DOUHDG\�DGDSWHG�RU�DUH�LQ�WKH�SURFHVV�RI�DGDSWLQJ�WKHLU�PRQLWRULQJ�SURFHVV�LQ�RUGHU�WR�WDNH
DFFRXQW�RI�WKH�GHYHORSPHQWV�LQ�EDQNLQJ�DFWLYLWLHV�
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4XDOLWDWLYH�DQDO\VLV�RI�QRQ�LQWHUHVW�LQFRPH��6XPPDU\�WDEOH

2Q�WKH�EDVLV�RI�TXDOLWDWLYH�DVVHVVPHQW�RI�WKH�YDULRXV�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV��QDWLRQDO
UHVSRQVHV�DUH�VXPPDULVHG�LQ�WKH�IROORZLQJ�WDEOH�

&ODVVLILFDWLRQ�RI�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV�LQ�WHUPV�RI�YROXPH�
SURILWDELOLW\�DQG�ULVN�SURILOH
'HJUHHV���WR����IURP�KLJKHU�WR�ORZHU�

Non-interest income activities Current situation Future perspectives

Volume Profitability Risk Volume Profitability Risk
Fee based
  1. Underwriting activities 3.3 2.9 2.9 3.5 3.5 3.2
  2. Securitisation 4.8 4.3 4.2 4.2 3.8 4.6
  3. Advisory (consulting) activities 4.0 3.2 4.3 2.8 2.8 3.8
  4. Asset management, subdivided into:

 Treasury management 3.3 3.4 2.9 3.3 3.3 3.2
 Private banking 2.9 2.7 4.1 2.3 2.5 4.2

  5. Information and data processing       
 services

4.6 4.7 4.7 3.5 4.2 4.7

  6. Real estate and housing transactions 4.5 4.3 3.0 4.3 4.0 3.3
  7. Correspondent banking 3.3 3.6 4.1 4.0 4.2 4.5
  8. Credit cards 2.7 2.9 3.4 2.3 2.4 3.1
  9. Provision of guarantees 2.6 2.6 2.2 2.7 2.8 2.1
10. Loans administration on behalf of   

 other lenders
4.0 3.8 4.4 3.6 3.6 4.4

11. Securities transactions on behalf of 
 third parties

2.5 2.1 4.1 2.6 2.8 4.3

12. Payment transactions 2.0 2.3 3.3 2.6 2.9 3.6
13. Account administration 2.9 3.4 4.9 3.0 3.5 4.8
14. Safe custody and administration of 

 securities
3.0 3.0 4.6 3.7 3.5 4.7

15. FX transactions 3.0 2.7 4.0 3.7 3.7 4.1
16. Sale and purchase of coins and 

 precious metals on behalf of third 
 parties

5 4.8 4.8 4.8 3.8 4.5

17. Brokerage services in connection 
 with insurance contracts

3.4 3.4 4.3 2.7 2.7 4.2

18. Brokerage services in connection 
 with savings and loans

3.4 3.6 4.4 3.5 4.0 4.0

19. Derivatives trading activities 3.5 3.5 2.43 2.7 3.0 2.5
Capital gains
1.   Proprietary trading in securities 2.6 2.2 1.6 2.5 2.7 1.9
2.   Proprietary trading in FX 2.7 2.6 1.6 3.1 3.1 1.8
3.   Proprietary trading in derivatives 3.3 3.0 1.3 3.1 3.0 1.3
Income from securities
1.   Income from shares and other 

 variable yield securities
3.6 3.6 1.8 3.6 2.9 1.9

2.   Income from participating interests  
 and shares in affiliated undertakings

2.9 2.8 2.2 2.9 2.8 2.4

7KH�WDEOH�LQFOXGHV�WKH�DYHUDJH�PHDQ�YDOXH�GHULYHG�IURP�UHVSRQVHV�IURP�$XVWULD��%HOJLXP��6SDLQ��)LQODQG��)UDQFH��*UHHFH�

,UHODQG��,WDO\��/X[HPERXUJ��3RUWXJDO�DQG�6ZHGHQ��1XPEHUV���WR���FRUUHVSRQG�WR�D�VFDOLQJ�RUGHU�IURP�D�KLJKHU�WR�D�ORZHU

GHJUHH�RI�LPSRUWDQFH��9RODWLOLW\�DQG�ULVN�ZHUH�VHHQ�E\�PRVW�0HPEHU�6WDWHV�DV�KDYLQJ�WKH�VDPH�IHDWXUHV��0RUHRYHU��LW�ZDV

FRQVLGHUHG� GLIILFXOW� WR�PDNH� D� FOHDU� GLVWLQFWLRQ� EHWZHHQ�SURILWDELOLW\� DQG� YROXPH�� 7KH� WDEOH�ZDV� FRPSOHWHG� RQ� D� ´EHVW

HIIRUWµ�EDVLV�

6RXUFH��6XSHUYLVRU\�DXWKRULWLHV�UHSUHVHQWHG�LQ�WKH�%DQNLQJ�6XSHUYLVRU\�&RPPLWWHH�
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,QWURGXFWLRQ�WR�WKH�WDEOHV�DQG�FKDUWV

8QOHVV�RWKHUZLVH� LQGLFDWHG�� WKH� IROORZLQJ�FKDUWV� DQG�WDEOHV�KDYH�EHHQ�SURGXFHG�RQ�WKH�EDVLV�RI
FRQWULEXWLRQV� IURP�QDWLRQDO�DXWKRULWLHV��(8�FHQWUDO�EDQNV�DQG�VXSHUYLVRU\�DXWKRULWLHV���7KH�GDWD
ZHUH� SURYLGHG� RQ� DQ� XQFRQVROLGDWHG� EDVLV� LQFOXGLQJ� DOO� FUHGLW� LQVWLWXWLRQV� LQFRUSRUDWHG� LQ� WKH
UHSRUWLQJ� FRXQWU\� WRJHWKHU�ZLWK� EUDQFKHV� IURP� WKLUG� FRXQWULHV� DQG� H[FOXGLQJ� IRUHLJQ� EUDQFKHV
IURP� (8� FRXQWULHV� �WR� DYRLG� GRXEOH�FRXQWLQJ�� DQG� IRUHLJQ� VXEVLGLDULHV� RI� FUHGLW� LQVWLWXWLRQV�
$OWKRXJK�WKH�OD\RXW�DQG�GHILQLWLRQV�RI�WKH�%DQNLQJ�$FFRXQWV�'LUHFWLYH�KDYH�EHHQ�DSSOLHG�IRU�WKH
EUHDNGRZQ�RI�WKH�QRQ�LQWHUHVW�LQFRPH��WKH�VHW�RI�GDWD�DV�D�ZKROH�FDQQRW�EH�UHJDUGHG�DV�KDYLQJ
EHHQ� FROOHFWHG� RQ� WKH� EDVLV� RI� D� KDUPRQLVHG� VWDWLVWLFDO� IUDPHZRUN�� 7KHUHIRUH�� GDWD� VKRXOG� EH
WDNHQ�DV�LQGLFDWLYH�RQO\�DQG�VKRXOG�EH�UHJDUGHG�ZLWK�GXH�FDXWLRQ��*LYHQ�WKLV�JHQHUDO�FDYHDW�
IRRWQRWHV�LQ�WKH�WDEOHV�DQG�FKDUWV�LQGLFDWLQJ�SHFXOLDULWLHV�LQ�WKH�GDWD�VHULHV�KDYH�EHHQ
NHSW�WR�D�PLQLPXP�

2ZLQJ� WR� QDWLRQDO� GLIIHUHQFHV� DQG� GLIIHUHQFHV� LQ� GDWD� DYDLODELOLW\�� WKHUH� DUH� VPDOOHU� RU� JUHDWHU
LQFRQVLVWHQFLHV� EHWZHHQ�GDWD� LQ� D� QXPEHU�RI� FDVHV��7KHVH� LQFRQVLVWHQFLHV�PD\� EH� WKH� UHVXOW� RI
IODZHG�FRPSDUDELOLW\�RYHU�WLPH��FKDQJHV�LQ�UHSRUWLQJ�IUDPHZRUNV�DQG�GDWD�DYDLODELOLW\��LQ�WKH�FDVH
RI� ,UHODQG�DQG�WKH�1HWKHUODQGV�� IRU�H[DPSOH��GDWD�UHIHU� WR�D�VDPSOH�RI�EDQNV��� DFURVV� FRXQWULHV
�GLIIHUHQW�GHILQLWLRQV�RI� UHSRUWLQJ� SRSXODWLRQV�� IRU� H[DPSOH� WKH�ZHOO�NQRZQ�GLIIHUHQFHV� EHWZHHQ
WKH�GHILQLWLRQV�RI�D�´FUHGLW� LQVWLWXWLRQµ��RU�D�UHVXOW�RI�GLIIHUHQFHV�ZLWKLQ�WKH�VDPSOHV��ZKLFK�PD\
LQFOXGH�RU�H[FOXGH�VRPH�EDQNV�RYHU�D�SHULRG��7KH�GDWD�DUH��WKHUHIRUH��QRW�IXOO\�FRPSDUDEOH�ZLWK
WKRVH�RI�(8�FRXQWULHV�ZKLFK�RQO\�LQFOXGHG�EDQNV�LQ�WKH�VDPSOH�XQGHU�H[DPLQDWLRQ��,Q�DGGLWLRQ��IRU
DW� OHDVW� RQH� FRXQWU\� LW� ZDV� UHSRUWHG� WKDW�� IRU� EDQNV� ZLWK� D� ILQDQFLDO� \HDU� QRW� HQGLQJ� RQ� ��
'HFHPEHU�� ILJXUHV� LQ� WKDW� JLYHQ� \HDU�ZHUH� QRW� UHDGMXVWHG� RQ� DQ� DQQXDO� EDVLV�� 7KH� FDYHDW� DOVR
DSSOLHV�QRWDEO\�WR�WKH�(8�RU�HXUR�DJJUHJDWHV��ZKLFK�DUH�JLYHQ�IRU�LQGLFDWLYH�SXUSRVHV�LQ�D�QXPEHU
RI�FDVHV�

7DEOHV���WR���KDYH�EHHQ�H[WUDFWHG�IURP�WKH�SUHYLRXV�UHSRUW�RI�WKH�%6&�RQ�WKH�SRVVLEOH�HIIHFWV�RI
(08�RQ� WKH�(8�EDQNLQJ� V\VWHPV� LQ� WKH�PHGLXP� WR� ORQJ� WHUP� �)HEUXDU\� �������7DEOHV� �� DQG��
FRQWDLQ� FDOFXODWLRQV� RQ� WKH� SHUFHQWDJH� FKDQJH� LQ� UHODWLYH� LPSRUWDQFH� RYHU� D� JLYHQ� WLPH� SHULRG
�����������7KH�SURFHGXUH� IROORZHG� IRU�FDOFXODWLQJ� WKH�SHUFHQWDJH�FKDQJH� LQ�UHODWLYH� LPSRUWDQFH
LQFOXGHG�WKH�IROORZLQJ�VWHSV��ILUVW��WKH�WRWDO�RI�VHYHUDO� LWHPV��H�J�� LQ�7DEOH���DVVHWV�RI� LQYHVWPHQW
IXQGV��FUHGLW�LQVWLWXWLRQV�DQG�LQVXUDQFH�DQG�SHQVLRQ�IXQGV��ZDV�FDOFXODWHG�DQG�WKH�UHODWLYH�VKDUH�RI
HYHU\� VLQJOH� LWHP� LQ� WKH� WRWDO� ZDV� GHULYHG� IRU� ERWK� REVHUYDWLRQ� SHULRGV� ������ DQG� ������
+RZHYHU�� WKLV� VWHS� LV� QRW� LQFOXGHG� LQ� WKH� WDEOH�� $V� D� ODVW� VWHS�� SHUFHQWDJH� FKDQJHV� LQ� UHODWLYH
LPSRUWDQFH�ZLWK� UHIHUHQFH� WR� WKH� WZR� REVHUYDWLRQ� SHULRGV� ZHUH� FDOFXODWHG�� 7KHVH� SHUFHQWDJH
FKDQJHV� DUH� PHQWLRQHG� LQ� 7DEOHV� �� DQG� ��� EXW� FDQQRW� EH� GHGXFWHG� GLUHFWO\� IURP� WKH� ILJXUHV
PHQWLRQHG�LQ�WKH�ILUVW�SDUW�RI�WKH�WDEOHV�
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/LVW�RI�WDEOHV

6WUXFWXUDO�GHYHORSPHQWV�LQ�WKH�(8�ILQDQFLDO�V\VWHPV
��� 7KH�UHODWLYH�LPSRUWDQFH�RI�ILQDQFLDO�LQWHUPHGLDULHV��$VVHWV�RI�FUHGLW� LQVWLWXWLRQV�� LQYHVWPHQW

IXQGV·� DVVHWV� DQG� LQVXUDQFH� FRPSDQLHV·� DQG� SHQVLRQ� IXQGV·� DVVHWV� XQGHU� PDQDJHPHQW
H[SUHVVHG�DV�D�SHUFHQWDJH�RI�*'3��EHQFKPDUN�\HDUV������DQG������

��� 7KH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�ILQDQFLDO�LQVWUXPHQWV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�*'3
�EHQFKPDUN�\HDUV������DQG������

��� 7KH� UHODWLYH� LPSRUWDQFH� RI� GLIIHUHQW� FDWHJRULHV� RI� ERQGV�� JRYHUQPHQW� ERQGV�� FUHGLW
LQVWLWXWLRQV·� ERQGV�� SULYDWH� QRQ�ILQDQFLDO� HQWHUSULVHV·� ERQGV� H[SUHVVHG� DV� D� SHUFHQWDJH� RI
*'3�������DQG������

��� 6KDUH�RI�8&,76�FRQWUROOHG�E\�FUHGLW�LQVWLWXWLRQV
��� &UHGLW�LQVWLWXWLRQV·�ORDQV�WR�QRQ�EDQNV�DV�D�SHUFHQWDJH�RI�*'3

'HYHORSPHQWV�LQ�WKH�27&�GHULYDWLYHV�PDUNHWV
��� *HRJUDSKLFDO�GLVWULEXWLRQ�RI�JOREDO�27&�GHULYDWLYHV�PDUNHW�DFWLYLW\��DYHUDJH�GDLO\�WXUQRYHU

RI�QRWLRQDO�DPRXQWV�
��� *HRJUDSKLFDO� GLVWULEXWLRQ� RI� JOREDO� WUDGLWLRQDO� IRUHLJQ� H[FKDQJH� PDUNHW� DFWLYLW\� �DYHUDJH

WXUQRYHU�RI�QRWLRQDO�DPRXQWV�

&RPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH
��� 1HW�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
��� 1HW�SURILW��ORVV��RQ�ILQDQFLDO�RSHUDWLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� ,QFRPH�IURP�VHFXULWLHV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� 2WKHU�RSHUDWLQJ�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� &RPPLVVLRQV�IURP�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QHW�LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV�FKDUJHG�IRU�JXDUDQWHHV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QHW�LQFRPH�IURP�IHHV�DQG

FRPPLVVLRQV
�� &RPPLVVLRQV�FKDUJHG� IRU�VHFXULWLHV� WUDQVDFWLRQV�H[SUHVVHG�DV� D�SHUFHQWDJH�RI�QHW� LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV� FKDUJHG� IRU� SD\PHQW� WUDQVDFWLRQV� H[SUHVVHG� DV� D� SHUFHQWDJH� RI� QHW� LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV� FKDUJHG� IRU� VDIH� FXVWRG\� DQG� DGPLQLVWUDWLRQ� RI� VHFXULWLHV� H[SUHVVHG� DV� D

SHUFHQWDJH�RI�QHW�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV
�� 6XPPDU\� WDEOH�� 1RQ�LQWHUHVW� LQFRPH� PL[� SUHYDLOLQJ� LQ� WKH� (8� FRXQWULHV� LQ� WHUPV� RI� WKH

UHODWLYH�LPSRUWDQFH�RI�LWV�PDLQ�FRPSRQHQWV

'HYHORSPHQWV�LQ�WKH�QRQ�LQWHUHVW�LQFRPH
�� $JJUHJDWH�LQGLFDWRUV�IRU�WKH�HXUR�DUHD�DQG�WKH�(8��SHULRG��������
�� 1RQ�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH
�� 1RQ�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV
�� 1HW�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV
�� 2SHUDWLQJ�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV

,QGLFDWRUV�RI�ILQDQFLDO�SHUIRUPDQFH
�� 5HWXUQ�RQ�HTXLW\��ZHLJKWHG�
�� 5HWXUQ�RQ�DVVHWV��ZHLJKWHG�
�� 2SHUDWLQJ�FRVW�RSHUDWLQJ�LQFRPH
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6WDWLVWLFDO�DQDO\VLV��PHDVXUHPHQWV�RI�FRUUHODWLRQ�DQG�YRODWLOLW\

�� 5DQN�RI�QRQ�LQWHUHVW�RSHUDWLQJ�LQFRPH�DQG�52(�UDWLRV��6SHDUPDQ·V�FRUUHODWLRQ�WHVW
�� 5DQN� RI� QRQ�LQWHUHVW�RSHUDWLQJ� LQFRPH� DQG� RSHUDWLQJ� FRVW�RSHUDWLQJ� LQFRPH� UDWLRV�

6SHDUPDQ·V�FRUUHODWLRQ�WHVW
�� &RUUHODWLRQ� RI� LQFRPH� VRXUFHV�� 1HW� LQWHUHVW� LQFRPH� DQG� QRQ�LQWHUHVW� LQFRPH� �ERWK

H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�DYHUDJH�EDODQFH�VKHHW�WRWDO�
��$ 0HDVXUHPHQW�RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� �FRHIILFLHQWV�RI� YDULDWLRQ� DV� D� SHUFHQWDJH�RI

DYHUDJH�EDODQFH�VKHHW�WRWDO�
��%� 0HDVXUHPHQW�RI�YRODWLOLW\��QRQ�LQWHUHVW� LQFRPH��FRHIILFLHQWV�RI�YDULDWLRQ�DV�D�SHUFHQWDJH�RI

DYHUDJH�EDODQFH�VKHHW�WRWDO�
��& 0HDVXUHPHQW� RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� PLQXV� WRWDO� SURYLVLRQV� �FRHIILFLHQWV� RI

YDULDWLRQ�DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�WRWDO�
��' 0HDVXUHPHQW� RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� PLQXV� SURYLVLRQV� RQ� ORDQV� �FRHIILFLHQWV� RI

YDULDWLRQ�DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�WRWDO�
�� 9RODWLOLW\�RI�WKH�QRQ�LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV��&RHIILFLHQW�RI�YDULDWLRQ�RI�WKH�QRQ�

LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV�VRUWHG�E\�QRQ�LQWHUHVW�LQFRPH�FRHIILFLHQW�RI�YDULDWLRQ�LQ
D�GHVFHQGLQJ�RUGHU��SHULRG���������
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([SODQDWLRQV�UHODWHG�WR�WKH�WDEOHV�DQG�FKDUWV

$EEUHYLDWLRQV�XVHG�LQ�WKH�WDEOHV

7KH�IROORZLQJ�DEEUHYLDWLRQV�IRU�WKH�(8�FRXQWULHV�DUH�XVHG�LQ�WKH�WDEOHV�
%(��� %HOJLXP
'. 'HQPDUN
'( *HUPDQ\
*5 *UHHFH
(6 6SDLQ
)5 )UDQFH
,(� ,UHODQG
,7 ,WDO\
/8 /X[HPERXUJ
1/ 1HWKHUODQGV
$7 $XVWULD
37 3RUWXJDO
),� )LQODQG
6( 6ZHGHQ
8. 8QLWHG�.LQJGRP

%ODQN�ILHOG�FRXQWU\�QRW�PHQWLRQHG�LQ�WKH�WDEOH��GDWD�DUH�QRW�DYDLODEOH�

:HLJKWLQJV�DQG�DYHUDJHV

0RVW�RI�WKH�WDEOHV�FRQWDLQ�DYHUDJHV��7KHVH�DYHUDJHV�DUH�SUHVHQWHG�IRU�LOOXVWUDWLYH�SXUSRVHV�RQO\�
7DEOHV���WR��������WR����DQG����KDYH�EHHQ�FRPSLOHG�RQ�WKH�EDVLV�RI�LQIRUPDWLRQ�VXEPLWWHG�E\�WKH
QDWLRQDO�DXWKRULWLHV��:HLJKWHG�DYHUDJHV�²�IRU�WKH�(8�DQG�HXUR�DUHD�²��7DEOHV��������������WR����
KDYH� EHHQ� FDOFXODWHG� IRU� WKRVH� \HDUV� IRU�ZKLFK� GDWD� RQ�0HPEHU� 6WDWHV�ZHUH� DYDLODEOH� �PRVWO\
�������� RU� ��������� E\� PXOWLSO\LQJ� WKH� UHVSHFWLYH� FRXQWU\� GDWD� E\� D� ZHLJKW� UHSUHVHQWLQJ� WKH
FRXQWU\·V�*'3�VKDUH� LQ�(8�*'3�IRU�WKH�\HDU������� ,Q�RUGHU�WR�RYHUFRPH�WKH�SUREOHP�RI�GDWD
DYDLODELOLW\�IRU�WKH�HDUOLHU�SHULRG��WKH�2(&'�EDQN�SURILWDELOLW\�GDWDEDVH�LV�XVHG�IRU�WKH�FDOFXODWLRQ
RI�DJJUHJDWH��(8�DQG�HXUR�DUHD��LQGLFDWRUV�IRU�WKH�EDQNV·�LQFRPH�VWUXFWXUH��7DEOH������0RUHRYHU�
WKH� 2(&'� GDWD� EDVLV� ZDV� HPSOR\HG� IRU� WKH� FDOFXODWLRQ� RI� (8� DQG� HXUR� DYHUDJHV� IRU� WKH
FRUUHODWLRQ� FRHIILFLHQW� �FRUUHODWLRQ� RI� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� �7DEOH� ���� DQG� WKH
FRHIILFLHQW�RI�YDULDWLRQ�RI�QHW�LQWHUHVW�LQFRPH�DQG�QRQ�LQWHUHVW�LQFRPH��7DEOHV���$�WR���'���*'3
ZHLJKWV�ZHUH� FKRVHQ� DV� EHLQJ� WKH� VWDQGDUG� DSSURDFK� IRU� ZHLJKWLQJ� ILQDQFLDO� TXDQWLWLHV� VXFK� DV
PRQHWDU\�DJJUHJDWHV�DQG�PD\�EH�LQDFFXUDWH�ZKHUH�ILQDQFLDO�VHFWRUV�VXFK�DV�WKDW�RI�/X[HPERXUJ
DUH� ODUJHU� WKDQ� *'3��+RZHYHU�� WKLV� ´HUURUµ� LQ� WHUPV� RI�PHDVXULQJ� WKH� UHODWLYH� LPSRUWDQFH� RI
/X[HPERXUJ�DV�WKH�ILQDQFLDO�VHFWRU�XVLQJ�*'3�GRHV�QRW�OHDG�WR�DQ\�GLVWRUWLRQ�RI�WKH�(8�DYHUDJH

7KH�IROORZLQJ�ZHLJKWV�KDYH�EHHQ�XVHG�IRU�(8�DYHUDJHV�

$7 %( '( '. (6 ), )5 *5 ,( ,7 /8 1/ 37 6( 8.

���� ���� ����� ���� ���� ���� ����� ���� ���� ����� ���� ���� ���� ���� �����

)RU�WKH�HXUR�DUHD�WKH�IROORZLQJ�ZHLJKWV�KDYH�EHHQ�XVHG�

$7 %( '( (6 ), )5 ,( ,7 /8 1/ 37
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)RU� WKH� FDOFXODWLRQ� RI� WKH� (8� DQG� HXUR� DUHD� DJJUHJDWH� LQGLFDWRUV� IRU� WKH� SHULRG� �������
�7DEOH������ (8� DQG� HXUR� DUHD� ZHLJKWHG� DYHUDJHV� DUH� FDOFXODWHG� E\�PDNLQJ� DQ� DOORFDWLRQ� RI� WKH
ZHLJKW�RI�,UHODQG��IRU�ZKLFK�WKH�2(&'�GDWDEDVH�GRHV�QRW�SURYLGH�UHOHYDQW�GDWD��WR�WKH�UHVW�RI�WKH
(8�DQG�HXUR�DUHD�FRXQWULHV�LQ�D�PDQQHU�SURSRUWLRQDWH�WR�WKHLU�ZHLJKWLQJV��0RUHRYHU��WKH�HXUR
DUHD�DQG�(8�ZHLJKWHG�DYHUDJHV�IRU�WKH�\HDUV������DQG������LQ�7DEOHV���WR����DUH�FDOFXODWHG�E\
XVLQJ�WKH������GDWD�IRU�WKUHH�FRXQWULHV��)LQODQG��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP��DV�SUR[LHV�IRU
WKH� \HDUV� ����� DQG� ������ 52(� DQG� 52$� UDWLRV� DQG� WKH� UHVSHFWLYH� ZHLJKWHG� DYHUDJHV� LQFOXGH
SURILWV�EHIRUH�WD[��7KH�52(�DQG�52$�DUH�FDOFXODWHG�E\�FRXQWU\�E\�GLYLGLQJ�DJJUHJDWH�DEVROXWH
ILJXUHV� IRU� SURILW� EHIRUH� WD[� E\� DJJUHJDWH� DEVROXWH� YDOXHV� IRU� WRWDO� HTXLW\� DQG� WRWDO� DVVHWV
UHVSHFWLYHO\��$OWHUQDWLYHO\��LQ�WKH�FDVHV�ZKHUH�ZHLJKWHG�52(�DQG�52$�UDWLRV�ZHUH�QRW�DYDLODEOH�
QRQ�ZHLJKWHG� UDWLRV�ZHUH� UHTXHVWHG� DV� DQ� DOWHUQDWLYH�� WKLV� LV�� DW� OHDVW�� WKH� FDVH� IRU� WKH�8QLWHG
.LQJGRP��ZKHUHDV�IRU�*HUPDQ\�WKH�52(�UDWLR�ZDV�FDOFXODWHG�RQ�WKH�EDVLV�RI�\HDUO\�DYHUDJHV�RI
HTXLW\��5HWXUQ�2Q�$YHUDJH�(TXLW\���7KH�(8���DYHUDJH�LQ�7DEOH����LV�XQZHLJKWHG�

0HDVXUHPHQW�RI�YRODWLOLW\

7KH�FRHIILFLHQW�RI�YDULDWLRQ��VWDQGDUG�GHYLDWLRQ�PHDQ�����ZDV�FDOFXODWHG�DV�D�PHDVXUH�RI�YRODWLOLW\
DSSURSULDWH�IRU�FRPSDULVRQV�DFURVV�GDWD�VHWV� LQ�7DEOHV���$���'�DQG�����:LWK�UHJDUG�WR�7DEOHV
��$� WR� ��'�� WKH� YRODWLOLW\� RI� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� OHYHOV� �ERWK� H[SUHVVHG� LQ� UDWLR
IRUP��DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�DVVHWV�RQ�WKH�EDVLV�RI�2(&'�GDWD��ZDV�FDOFXODWHG
E\�WKH�FRHIILFLHQW�RI�YDULDWLRQ��ZKLFK�LV�WKH�UDWLR�RI�WKH�VWDQGDUG�GHYLDWLRQ�WR�WKH�PHDQ�PXOWLSOLHG
E\������+RZHYHU��D�GLIIHUHQW�PHWKRGRORJ\�ZDV� IROORZHG�IRU�WKH�FDOFXODWLRQ�RI�WKH�FRHIILFLHQW�RI
YDULDWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� DQG� LWV� FRPSRQHQWV� �7DEOH� ����� ,Q� SDUWLFXODU�� WKH� YDOXHV� LQ
GRPHVWLF� FXUUHQFLHV� FRQFHUQLQJ� QRQ�LQWHUHVW� LQFRPH� DQG� LWV� FRPSRQHQWV� ZHUH� FRQYHUWHG� LQWR
(&8�E\�XVLQJ�PRQWKO\�DYHUDJH�(&8�YDOXHV� IRU�WKH�\HDU�FRQFHUQHG��7KH�VKRUW�SHULRG����������
IRU�ZKLFK�DQDO\WLFDO�GDWD�IURP�QDWLRQDO�VRXUFHV�ZHUH�DYDLODEOH�DQG�LQ�ZKLFK�ORZ�OHYHOV�RI�LQIODWLRQ
SUHYDLOHG�DFURVV�PRVW�RI�WKH�(8�FRXQWULHV�DOORZV�IRU�WKH�FRQYHUVLRQ�RI�GDWD�LQ�QDWLRQDO�FXUUHQFLHV
LQWR� (&8� DQG� WKH� FDOFXODWLRQ� RI� WKH� (8� DYHUDJH�� 7KH� XVH� RI� YDOXHV� LQVWHDG� RI� UDWLRV� KDV� WKH
DGYDQWDJH�WKDW�WKH�UHVXOW�LV�QRW�DIIHFWHG�E\�WKH�FKDQJHV�LQ�WKH�GHQRPLQDWRU�

7KH�IROORZLQJ�(&8�YDOXHV�KDYH�EHHQ�XVHG�IRU�WKH�FRQYHUVLRQ�RI�QDWLRQDO�FXUUHQFLHV�

���� ���� ���� ���� ���� ���� ���� ���� ����
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'.. ������ ������ ������ ������ ������ ������ ������ ������ ������

'(0 ������ ������ ����� ������ ������ ������ ������ ������ ������

*5' ������� �������� �������� �������� �������� �������� �������� �������� ��������

(63 �������� �������� �������� �������� �������� �������� �������� �������� ��������

)5) ������ ������ ���� ����� ������ ������ ������ ������ ������

,(3 ������ ������ ������ ������ ������ ������ ������ ������ ������

,7/ �������� �������� �������� �������� �������� �������� �������� �������� ��������

/8) ������ ������� ������� ������� ������ ������� ������� ������� ������

1/* ������ ������ ������ ������ ������ ������ ������ ������ ������

$76 ������� ������� ������ ������� ������� ������� ������� ������� �������

37( �������� �������� ������� �������� ������� �������� �������� �������� ��������

),0 ������ ������ ����� ������ ������ ������ ������ ������ ������

6(. ���� ������ ������ ������ ������ ������ ������ ������ ������

*%3 ������ ������ ����� ������ ������ ����� ������ ������ ������
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6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW

6SHDUPDQ·V�UDQN�FRUUHODWLRQ�FRHIILFLHQW�ZDV�FDOFXODWHG�IRU�WZR�VHWV�RI�YDULDEOHV��)LUVW��IRU�WHVWLQJ�D
SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�WKH�UDQNHG�YDOXHV�RI�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ
LQFRPH�DQG�UDQNHG�52(�YDOXHV�DQG��VHFRQG��IRU�WHVWLQJ�D�SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�WKH�UDQNHG
YDOXHV�RI� QRQ�LQWHUHVW� LQFRPH� WR�RSHUDWLQJ� LQFRPH� DQG� UDQNHG� YDOXHV�RI� WKH� UDWLR�RI� RSHUDWLQJ
FRVW�WR�RSHUDWLQJ�LQFRPH�IRU�WKH�(8�EDQNV��7DEOHV����DQG������6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW
SURYLGHV� D� VWDWLVWLFDO�PHDVXUHPHQW� RI� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� WZR� LQGLYLGXDO� GDWD� VXE�VHWV
UDQNHG��,OOXVWUDWLRQ�RI�WKH�UDQN�FRUUHODWLRQ�WHVW�LV�SURYLGHG�LQ�PDQ\�VWDWLVWLFDO�WH[WERRNV�

6SHDUPDQ·V�FRUUHODWLRQ�WHVW�ZDV�SUHIHUUHG�EHFDXVH�LW�SURYLGHV�D�PHDVXUHPHQW�RI�FRUUHODWLRQ�IRU
UDQNHG�YDULDEOHV��WKXV�GLPLQLVKLQJ�WKH�HIIHFW�RI�´H[WUHPHµ�YDOXHV�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW
DQG�� WR� WKH� H[WHQW� WKDW� GLIIHUHQFHV� LQ� WKH� YDULDEOHV� DV� D� UHVXOW� RI� WKH� XVH� RI� QRQ�KDUPRQLVHG
GDWDEDVHV� GR� QRW� DIIHFW� WKH� UDQNLQJ� RI� FRXQWULHV�� LW� FRXOG� SURYLGH� D� EHWWHU� PHDVXUHPHQW� RI
FRUUHODWLRQ�� $JDLQVW� WKLV� EDFNJURXQG�� VLQFH� WKH� UDQN� RUGHU� RI� D� VHW� RI� YDULDEOHV� LV� XVHG� IRU
PHDVXULQJ� WKHLU� FRUUHODWLRQ�� DQ\� GLVFUHSDQFLHV� DULVLQJ� IURP� GDWD� DFFXUDF\� RU� GLIIHUHQFHV� LQ� WKH
PHWKRG�RI�FDOFXODWLRQV�GR�QRW�DIIHFW�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LI�WKH\�GR�QRW�FDXVH�DQ\�FKDQJH
LQ�WKH�UDQNLQJ�
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�7DEOH��
The relative importance of financial intermediaries
Assets of credit institutions, investment funds’ assets and insurance companies’ and pension
funds’ assets under management
(expressed as a percentage of GDP (benchmark years 1997 and 1995)
sorted by the assets of credit institutions as a percentage of GDP in 1997)

1997
Absolute value as a % of GDP

1995
Absolute value as a % of GDP

% change in relative importance
1995-97

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

UK 328 16 296

IE 70 299 37 26 195

BE 32 31 294 24 26 279

DE 25 37 256 16 32 223 30 -2 -2

FR 45 245 33 40 224

AT 23 26 238 14 23 231 47 6 -4

NL 19 146 227 16 124 194 1 0 0

DK 8 69 220 5 66 203 48 -4 0

PT 26 31 220 17 23 184 24 9 -3

SE 21 104 213 11 86 179 54 -1 -3

ES 35 22 183 18 18 183 77 11 -9

IT 19 19 155 7 17 150 137 1 -7

FI 3 42 113 1 38 122 225 12 -6

GR 23 102 10 12 96

LU 2771 3696 2072 45 3604

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
Note: For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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The relative importance of different financial instruments:
(expressed as a percentage of GDP (benchmark years 1997 and 1995)
sorted by banks’ loans as a percentage of GDP in 1997)

1997 1995 % change in relative  importance

1995-97

C
Ps

1)

C
D

s

E
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ds
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os
its
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ns

C
Ps
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C
Ps

C
D

s

E
qu

iti
es

B
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ds

D
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os
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oa

ns

UK 10 223 220 6 216 206

IE 6 3 76 34 122 175 4 40 43 93 115 13 34 -44 -7 8

NL 1 1 187 97 93 156 1 1 103 80 90 138 -21 -21 40 -7 -20 -13

DE 1 0 60 92 101 144 0 0 43 85 99 134 15 700 26 -1 -7 -2

DK 72 186 154 140 40 193 148 130 67 -11 -4 0

SE 2 12 124 96 53 122 1 9 70 97 47 118 76 11 48 -17 -5 -13

AT 18 65 99 121 13 60 101 118 29 4 -5 -1

BE 3 2 164 159 111 97 2 1 132 168 98 99 54 147 16 -11 5 -9

ES 1 0 51 60 74 88 1 0 31 55 79 81 -36 50 -1 -16 -3

PT 3 2 50 67 116 83 3 1 47 63 113 67 -9 82 -3 -3 -6 13

FR 67 81 2 19 32 54 63 83

IT 1 11 107 122 38 67 1 19 83 116 38 65 -6 -45 20 -2 -6 -5

FI 1 14 65 46 49 58 1 13 35 42 56 66 -12 -2 71 0 -20 -20

GR 0 0 30 42 76 36 0 0 15 64 69 33 95 -36 8 8

LU 17 833 1389 692 11 682 1418 681 46 16 -7 -3

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
1)   CPs is the acronym for commercial paper and CDs for certificates of deposits.
2)   For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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The relative importance of different categories of bonds:
government bonds, credit institutions’ bonds, private non-financial enterprises’ bonds
(expressed as a percentage of GDP (1997 and 1995)
sorted by government bonds as a percentage of GDP in 1997)

1997 1995 % change in
relative importance 1995-97

Government
bonds

Government
bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Government
bonds

Relative
importance
of private

non-financial
enterprises’
 bonds to

total bonds in
1997

BE 10.1 38.3 111.1 7.8 47.1 112.7 35.7 -14.4 3.5 6.3

IT 1.6 19.4 100.4 1.6 12.2 101.9 -4.4 51.6 -6.1 1.3

DK 11.0 95.0 62.0 9.0 93.0 67.0 22.9 2.8 -6.9 6.5

NL 43.1 53.4 26.2 54.2 37.0 -17.9

ES 2.7 4.6 52.9 3.4 4.2 47.4 -27.3 0.5 1.9 4.4

SE 3.7 38.6 46.6 3.5 51.8 41.4 16.0 -18.9 22.4 4.1

PT 7.0 10.0 40.0 5.0 5.0 45.0 35.1 93.0 -14.2 12.3

GR 3.3 0.4 38.3 0.9 4.2 59.1 435.2 -85.0 -0.8 7.8

DE 0.1 54.6 37.7 0.1 46.4 36.5 40.0 5.7 -7.4 0.1

FI 3.8 7.1 35.6 4.9 10.0 27.5 -29.3 -35.5 18.2 8.2

IE 0.0 1.6 32.2 0.5 0.4 42.4 -97.4 414.1 -2.8 0.0

AT 2.8 31.2 30.6 3.3 29.2 27.5 -21.6 -0.9 3.5 4.3

LU 115.7 307.6 1.1 87.2 260.2 1.2 3.5 -7.7 7.6 27.3

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
Note: For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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�7DEOH��
Share of UCITS controlled by credit institutions
(percentage points)

1992 1993 1994 1995 1996 1997 % change

1992-97

% change

1995-96

% change

1996-97

AT 100 100 100 100 100 100 0 0 0

PT 100 99 99 100 100 100 0 0 0

ES 92 92 93 92 93 93 2 1 1

LU1) 90 90 90 90 90 90

GR 89 85 -4

SE 86 85 84 85 -1 1

IT 57 63 65 66 79 84 47 20 6

FI 67 53 51 55 62 81 20 12 31

NL 55 55 53 52 52 50 -9 0 -4

Source: ECB publication entitled "Possible effects of EMU on the EU banking systems in the medium to long term", February 1999.
LU1): share is higher than 90% for all five years.

�7DEOH��
&UHGLW�LQVWLWXWLRQV
�ORDQV�WR�QRQ�EDQNV�DV�D�SHUFHQWDJH�RI�*'3

1980 1985 1990 1995 1996 1997 %change

1985-95

%change

1995-96

%change

1996-97

UK 147 201 206 204 220 40 -1 8

IE 78 75 87 115 132 175 54 15 32

NL 71 92 126 138 146 156 50 6 7

DE 106 117 131 134 140 144 14 5 3

DK 109 111 153 130 134 140 17 3 4

SE 93 150 118 118 122 27 0 4

AT 84 101 114 118 119 121 17 1 2

BE 81 81 92 99 98 97 23 -1 -1

ES 72 80 81 83 88 13 2 6

PT 77 73 52 67 72 83 -8 7 15

FR 31 76 87 83 80 81 9 -4 2

IT 51 48 62 65 65 67 37 0 3

FI 49 59 88 66 63 58 12 -5 -8

GR 39 39 36 33 34 36 -16 6 4

LU 937 1,080 865 681 676 692 -37 -1 2

EU weighted average 96 117 117 118 124 21 1 5

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.



(&%�(8�%DQNV·�,QFRPH�6WUXFWXUH�•�$SULO����� ��

�7DEOH��
Geographical distribution of global OTC derivatives market activity
(average daily turnover in USD billions)

April 1998 April 1995

Country Notional amounts Percentage share Notional amounts Percentage share

United Kingdom 591 35 351 30

United States 294 17 164 14

France 99 6 55 5

Japan 123 7 139 12

Germany 87 5 56 5

Switzerland 63 4 47 4

Singapore 91 5 79 7

Other countries 336 20 271 23

TOTAL 1684 100 1162 100

Source: BIS publication entitled "Central Bank Survey of FX and derivatives market activity 1998", Basel, May 1999.

�7DEOH��
Geographical distribution of global traditional foreign exchange market activity
(average daily turnover of notional amounts in USD billions)

April 1998 April 1995 April 1989

Country Amount Percentage share Amount Percentage share Amount Percentage share

United Kingdom 637 32 464 30 184 26

United States 351 18 244 16 115 16

France 72 4 58 4 23 3

Japan 149 8 161 10 111 15

Germany 94 5 76 5

Netherlands 41 2 26 2 13 2

Switzerland 82 4 87 6 56 8

Singapore 139 7 105 7 55 8

Other countries 417 20 351 20 161 22

TOTAL 1982 100 1572 100 718 100

Source: BIS publication entitled “Central Bank Survey of FX and derivatives market activity 1998”, Basel, May 1999.
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�7DEOH���
Relative importance of the components of non-interest income
Net income from fees and commissions expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

UK 71 80 80 72 76

IE 86 76 71 68 76

NL 58 66 60 60 58 59 60

ES 48 77 57 52 55 59 58

DK 34 213 38 48 56 56 74

GR 60 62 62 62 57 53 59

DE 60 65 62 61 58 52 60

IT 37 64 44 39 46 50 47

LU 45 68 52 55 54 50 54

FI 57 51 52 48 52

FR 53 66 59 57 53 47 56

AT 41 46 44 44 44 42 44

BE 30 40 32 32 36 36 34

PT 39 44 36 29 35 35 36

SE 60 58 63 46 49 35 52

EURO weighted 51 64 55 53 53 50 55

EU weighted 55 68 58 57 57 54 58

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1) as a working hypothesis for the calculation of the EURO and EU weighted averages, the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2)  1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
3)  the average for DK has been influenced by the "extreme" value of the ratio for 1994 (a value of more than 100% indicates that there

was a negative contribution (value) by another component of non-interest income (see table 9). With the exclusion of the 1994 figure,
the average for the rest of the years decreases to 46 percent.
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Relative importance of the components of non-interest income
Net profit (loss) on financial operations expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

BE 44 26 40 37 39 44 39

FR 45 30 36 39 39 43 39

PT 40 28 28 39 34 34 34

GR 28 24 19 21 29 33 26

IT 45 0 23 29 21 17 22

LU 34 3 27 27 19 16 21

ES 34 -21 14 25 22 16 15

NL 18 13 20 20 18 16 17

FI 11 24 20 15 17

AT 18 12 13 12 13 12 13

SE 19 7 8 32 9 11 15

UK 15 13 12 11 13

DE 15 1 10 9 9 10 9

IE 10 8 8 8 8

DK 57 -151 38 29 14 6 -1

EURO weighted 31 8 21 23 21 21 21

EU weighted 28 6 20 22 19 19 19

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1)  as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994.
2)  1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available.
3) extreme values for DK and, to a lesser extent, for ES for 1994 have affected the 1993-1998 average for these countries. Negative values

denote losses in financial operations.
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Relative importance of the components of non-interest income
Income from securities expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

SE 5 4 16 12 25 35 16

DE 20 30 25 27 29 31 27

DK 3 9 18 18 24 25 16

AT 16 16 16 16 19 25 18

ES 16 37 26 21 21 24 24

FI 6 6 7 19 10

PT 6 5 15 12 12 16 11

NL 5 6 6 5 10 11 7

IE -3 10 13 11 8

IT 2 6 5 5 7 10 6

FR 2 4 5 3 8 10 5

BE 12 15 13 17 11 9 13

LU 13 15 12 7 9 7 11

GR 6 6 9 8 6 6 7

UK 2 2 1 1 2

EURO weighted 10 17 14 14 16 19 15

EU weighted 9 14 12 12 14 17 13

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1) as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2) 1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
3) "extreme" values for IE in 1995 have affected the 1993-1998 average for this country.
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Relative importance of the components of non-interest income
Other operating income expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

LU 9 15 8 11 18 27 15

IT 16 31 29 27 27 23 25

AT 25 27 28 27 24 22 25

SE 16 31 13 10 16 19 17

FI 26 18 20 19 21

UK 11 5 8 15 10

PT 15 22 21 20 19 15 19

NL 18 15 15 15 13 15 15

IE 7 6 8 13 8

DK 6 29 6 6 6 13 11

BE 14 19 16 13 14 11 14

GR 7 7 10 9 8 8 8

DE 4 4 3 3 4 7 4

ES 2 7 3 2 2 2 3

EURO weighted 8 11 10 9 9 9 9

EU weighted 8 12 10 8 9 11 10

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
 1)  as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2) other operating income was not reported by FR for the period 1993-97 and the amount reported for 1998 was negligible as a

percentage of non-interest income. Consequently, a zero value has been taken into account for FR when computing the Euro and EU
weighted averages.

3) 1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions from FX transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

GR 15 11 12 12 13 26 15

AT 14 13 13 12 13

NL 12 12 13 11 8 5 10

IT 4 4 5 4 4 3 4

ES 3 3 3 2 2 1 2

FI 1 1 1 1 1

FR 1 1 1 1 1 1 1

PT 1 2 1 0 0 0 1

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 

�7DEOH����
Relative importance of the main sub-components of net income
from fees and commissions
Commissions charged for guarantees expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

PT 22 23 23 23 17 14 20

BE 17 17 18 16 14 11 15

DK 17 14 14 14 15 15

GR 9 7 8 7 8 10 8

AT 14 13 14 13 10 10 12

ES 11 11 12 11 9 8 10

FI 15 10 8 7 10

FR 6 6 6 6 5 5 6

IT 7 7 8 7 6 4 7

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI and 1993-97 for DK). 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for securities transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

BE 44 47 41 44 46 50 45

NL 22 22 22 29 33 38 28

AT 26 25 22 25 29 32 26

PT 21 22 23 23 23 27 23

GR 25 34 29 27 27 26 28

FR 15 14 11 12 14 16 14

ES 9 9 9 9 13 10 10

IT 2 2 2 2 3 6 3

FI 3 3 2 3 3

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 

�7DEOH����
Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for payment transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

ES 67 61 65 63 54 50 60

FI 28 26 29 32 29

PT 31 30 27 31 30 23 29

AT 31 29 28 28 29

NL 34 32 32 28 24 25 29

FR 19 19 23 23 22 22 21

GR 21 17 20 22 19 23 20

BE 27 25 27 22 17 14 22

IT 15 11 13 14 13 11 13

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI and AT). 



�� (&%�(8�%DQNV·�,QFRPH�6WUXFWXUH�•�$SULO�����

�7DEOH����
Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for safe custody and administration of securities expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 Average

1993-98

BE 9 10 11 14 14 13 12

FR 20 18 16 14 10 10 15

NL 5 6 5 5 7 6 6

FI 6 6 7 10 7

ES 5 6 5 6 6 6 6

IT 5 4 4 4 4 4 4

PT 1 2 2 2 3 4 2

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 

�7DEOH���
Summary table 
Non-interest income mix prevailing in the EU countries in terms of the relative importance
of its main components
(percentage points)

1998 AVERAGE 1993-98

Fees and

commissions

Income from

securities

Net profit on

Financial

operations

Other

operating

income

Fees and

commissions

Income from

securities

Net profit on

Financial

operations

Other

operating

income

BE 36 9 44 11 34 13 39 14

DK 56 25 6 13 74 16 -1 11

DE 52 31 10 7 60 27 9 4

GR 53 6 33 8 59 7 26 8

ES 59 24 16 2 58 24 15 3

FR 47 10 43 0 56 5 39 0

IE 68 11 8 13 76 8 8 8

IT 50 10 17 23 47 6 22 25

LU 50 7 16 27 54 11 21 15

NL 59 11 16 15 60 7 17 15

AT 42 25 12 22 44 18 13 25

PT 35 16 34 15 36 11 34 19

FI 48 19 15 19 52 10 17 21

SE 35 35 11 19 52 16 15 17

UK 72 1 11 15 76 2 13 10

EURO

weighted

50 19 21 9 55 15 21 9

EU

weighted

54 17 19 11 58 13 19 10

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
Note: For the calculation of the EU and euro area averages and for 1993-97 averages across countries see notes on tables 8 to 11.
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Aggregate indicators for the euro and the EU area
Period 1989-95 (percentage points)

Net Non-interest income / gross income

1989 1990 1991 1992 1993 1994 1995

EURO weighted 23.1 24.2 24.4 25.5 29.7 25.7 28.7

EU weighted 26.1 26.7 27.3 28.5 32.9 28.5 31.6

Net interest income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 2.20 2.18 2.18 2.13 2.02 2.00 1.93

EU weighted 2.31 2.29 2.33 2.20 2.13 2.10 2.01

Net Non-interest income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 0.66 0.69 0.70 0.71 0.85 0.68 0.74

EU weighted 0.86 0.88 0.93 0.92 1.10 0.87 0.94

Gross income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 2.86 2.87 2.87 2.83 2.88 2.68 2.67

EU weighted 3.17 3.18 3.27 3.12 3.23 2.97 2.95

Return on equity (before tax)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 12.13 11.23 11.23 8.66 8.49 6.66 8.45

EU weighted 10.39 11.33 12.14 8.28 10.36 10.45 12.45

Source: OECD Bank Profitability 

Note
1) The following sectors per country are included in the OECD sample for the calculations of the above ratios: AT: All banks, BE: All

banks, DE: All banks, DK: Commercial banks and savings banks, ES: All banks, FI: All banks, FR: All banks, GR: Commercial banks,
IT: All banks, LU: Commercial banks, NL: All banks, PT: Commercial banks, SE: Commercial banks, UK: Commercial banks. 

2) No data for IE existed for the period concerned. EU and euro area weighted averages are calculated by making an allocation of the
weight of IE  to the rest of the EU and euro area countries in a manner proportionate to their weightings.
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Non-interest income expressed as a percentage of operating income

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

LU 18 20 35 34 38 43 55 11 14 27

SE 46 26 30 35 41 53 16 17 29

FR 34 38 45 52 11 19 16

AT 42 39 41 43 47 5 5 10

IT 31 35 39 46 15 11 18

GR 45 47 45 45 4 -5 1

BE 29 32 34 37 43 7 9 15

FI 35 43 40 42 22 -5 4

PT 59 57 20 27 35 35 41 26 1 17

NL 26 26 29 33 37 40 40 9 8 2

IE 23 17 27 31 36 37 40 15 5 7

UK 39 43 39 39 40 -8 -1 2

DK 28 31 30 37 8 -1 23

ES 13 14 17 27 31 33 36 13 8 8

DE 25 25 29 33 3 13 14

EURO weighted 30 32 36 41 10 12 14

EU weighted 32 34 37 41 6 9 12

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Non-interest income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

GR 1.61 1.71 1.71 1.76 6 0 3

IT 1.18 1.32 1.38 1.75 12 5 27

IE 1.20 0.87 1.43 1.48 1.78 1.43 1.69 20 -20 18

FI 1.02 1.34 1.18 1.39 31 -12 18

UK 1.88 1.54 1.40 1.32 1.39 -9 -6 5

SE 1.36 0.55 0.86 0.92 0.91 1.26 7 -1 38

PT 1.93 1.63 1.03 0.86 1.03 1.05 1.23 20 2 17

AT 1.14 1.06 1.12 1.12 1.18 6 0 5

ES 0.61 0.63 0.77 0.98 1.07 1.14 1.17 9 7 3

DK 1.13 1.07 0.93 1.17 -6 -13 26

NL 0.74 0.75 0.66 0.88 1.02 1.06 1.06 15 5 0

FR 0.67 0.72 0.83 1.02 7 15 23

BE 0.50 0.53 0.58 0.63 0.66 0.87 9 4 32

LU 0.17 0.28 0.41 0.36 0.41 0.49 0.72 14 20 49

DE 0.58 0.58 0.65 0.71 -1 11 11

EURO weighted 0.80 0.87 0.93 1.09 8 7 17

EU weighted 0.94 0.98 1.00 1.15 3 3 15

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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�7DEOH���
Net interest income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

IE 3.96 4.19 3.92 3.31 3.20 2.39 2.52 -3 -25 5

UK 2.98 2.06 2.17 2.09 2.13 5 -4 2

GR 1.94 1.90 2.10 2.12 -2 11 1

ES 4.18 3.87 3.75 2.60 2.42 2.28 2.09 -7 -6 -8

IT 2.66 2.44 2.17 2.06 -8 -11 -5

DK 2.85 2.41 2.13 1.95 -15 -11 -9

FI 2.74 2.26 1.88 1.80 1.81 1.78 1.92 0 -1 8

PT 1.30 1.23 4.18 2.29 1.97 1.91 1.78 -14 -3 -7

NL 2.12 2.17 1.63 1.76 1.77 1.63 1.57 1 -8 -3

DE 1.64 2.00 1.55 1.78 1.71 1.60 1.47 -4 -7 -8

AT 1.58 1.69 1.64 1.50 1.32 -3 -9 -12

BE 1.62 1.31 1.23 1.21 1.10 1.16 -2 -9 5

SE 1.60 1.56 2.00 1.70 1.32 1.13 -15 -22 -15

FR 1.31 1.20 1.03 0.94 -8 -14 -8

LU 0.76 1.15 0.76 0.69 0.67 0.63 0.59 -4 -5 -7

EURO weighted 1.91 1.80 1.63 1.53 -6 -9 -6

EU weighted 1.96 1.87 1.72 1.63 -4 -8 -5

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Operating income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

IE 5.16 5.06 5.36 4.79 4.98 3.82 4.21 4 -23 10

GR 3.55 3.61 3.81 3.88 2 6 2

IT 3.84 3.76 3.55 3.81 -2 -6 7

UK 4.86 3.60 3.57 3.41 3.52 -1 -4 3

FI 2.89 3.15 2.99 3.31 9 -5 11

ES 4.79 4.50 4.52 3.58 3.49 3.42 3.26 -2 -2 -4

DK 3.98 3.47 3.07 3.12 -13 -12 2

PT 3.27 2.88 5.26 3.18 3.05 2.99 3.00 -4 -2 0

NL 2.86 2.91 2.29 2.64 2.78 2.69 2.63 5 -3 -2

AT 2.72 2.75 2.76 2.62 2.51 0 -5 -4

SE 2.96 2.11 2.86 2.62 2.23 2.38 -8 -15 7

DE 2.37 2.29 2.24 2.18 -3 -2 -3

BE 2.11 1.84 1.81 1.84 1.76 2.03 2 -4 15

FR 1.99 1.92 1.86 1.96 -3 -3 5

LU 0.93 1.44 1.16 1.05 1.07 1.12 1.32 2 5 17

EURO weighted 2.72 2.65 2.57 2.49 -2 -3 -3

EU weighted 2.90 2.85 2.72 2.79 -2 -4 2

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Return on equity (weighted)
(percentage points)

1980 1985 1990 1995 1996 1997 1998

IE 21.3 13.8 26.8 27.3 28.7 28.4 32.6

FI 8.4 9.3 6.1 -8.3 13.8 22.2 27.4

UK 5.1 14.3 26.5 25.6 25.8

LU 16.6 28.9 22.4 17.8 18.0 19.7 23.1

NL 31.0 29.0 18.0 20.8 22.0 19.3 22.0

DE 14.1 13.3 12.8 19.3

ES 12.4 17.7 23.1 15.2 16.1 17.1 17.4

GR 20.2 15.9 16.3 17.2

SE 29.3 9.4 16.0 19.8 12.1 15.6

DK 20.0 17.1 15.8 15.5

BE 13.3 11.0 13.1 15.3 15.1 14.7

IT 6.3 8.3 5.9 13.3

PT 15.5 11.7 13.0 8.2 8.5 10.4 10.0

FR 3.2 4.3 7.4 9.6

AT 10.1 9.2 9.1 8.9 8.4

EURO weighted 10.2 11.2 11.4 15.8

EU weighted 11.4 14.2 13.9 17.4

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes:
1) ROE ratios include profits before tax.
2) For DE, ROE was calculated with respect to the yearly averages of equity. 
3) For the UK, ROE figures are unweighted. 
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Return on assets (weighted)
(percentage points)

1980 1985 1990 1995 1996 1997 1998

IE 1.26 0.78 1.27 1.54 1.78 1.44 1.72

FI 0.29 0.36 0.39 -0.25 0.49 0.89 1.20

UK 0.29 0.71 1.04 1.15 1.15

GR 1.00 0.74 0.82 1.02

DK 1.33 1.17 1.03 0.97

ES 0.74 0.83 1.36 0.88 0.88 0.94 0.94

IT 0.43 0.56 0.40 0.94

SE 1.31 0.48 0.97 1.14 0.72 0.90

LU 0.55 1.04 0.73 0.56 0.57 0.64 0.81

NL 0.96 1.09 0.72 0.87 0.90 0.83 0.77

DE 0.46 0.62 0.40 0.52 0.48 0.45 0.66

PT 0.49 0.32 0.93 0.55 0.55 0.63 0.61

BE 0.39 0.28 0.33 0.38 0.39 0.45

AT 0.39 0.41 0.41 0.42 0.41

FR 0.14 0.18 0.29 0.39

EURO weighted 0.46 0.50 0.49 0.69

EU weighted 0.54 0.62 0.62 0.78

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: ROA ratios include profits before tax.
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Operating cost/operating income 
(percentage points)

1980 1985 1990 1995 1996 1997 1998

SE 52 63 71 71

NL 66 63 68 67 68 69 71

FR 66 70 69 68

AT 70 69 69 69 68

IT 70 69 73 65

ES 73 63 67 66 64 64 64

BE 70 67 68 63

GR 65 70 62 63

DK 68 68 68 63

DE 59 58 58 60

FI 69 65 56 57

UK 66 64 62 61 57

PT 55 68 42 64 63 59 55

IE 70 70 67 64 61 61 55

LU 38 27 32 35 37 35 39

EURO weighted 65 65 65 64

EU weighted 64 64 64 63

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.



(&%�(8�%DQNV·�,QFRPH�6WUXFWXUH�•�$SULO����� ��

�7DEOH���
Rank of  non-interest income/operating income and ROE ratios.
Spearmans’ rank correlation test 

1998 1997

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

LU 1 4 GR 1 7

SE 2 9 FR 2 14

FR 3 14 LU 3 4

AT 4 15 AT 4 13

IT 5 12 SE 5 11

GR 6 8 FI 6 3

BE 7 11 NL 7 5

FI 8 2 IT 8 15

PT 9 13 UK 9 2

NL 10 5 IE 10 1

IE 11 1 BE 11 9

UK 12 3 PT 12 12

DK 13 10 ES 13 6

ES 14 7 DK 14 8

DE 15 6 DE 15 10

Spearman’s rank correlation
coefficient

-0.37 Spearman’s rank correlation
coefficient

-0.08

1995

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

GR 1 3

UK 2 8

AT 3 11

FI 4 15

LU 5 5

FR 6 14

NL 7 2

BE 8 10

IE 9 1

IT 10 13

SE 11 6

DK 12 4

ES 13 7

PT 14 12

DE 15 9

Spearman’s rank correlation
coefficient

0.01

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: The numbers in the columns above (non-interest income/operating income and ROE) represent the ranking order of the EU countries
on the basis of the respective ratios (Tables 19 and 23).
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Rank of  non-interest income/operating income and operating cost/operating income ratios 
Spearman’s rank correlation test 

1998 1997

C
ou

nt
ri

es

 Non-interest
income/operating

 income

Operating
cost/

operating
income

C
ou

nt
ri

es

 Non-interest
income/operating

 income

Operating
cost/

operating
income

LU 1 15 GR 1 9

SE 2 1 FR 2 4

FR 3 3 LU 3 15

AT 4 4 AT 4 5

IT 5 5 SE 5 2

GR 6 8 FI 6 14

BE 7 7 NL 7 3

FI 8 11 IT 8 1

PT 9 13 UK 9 10

NL 10 2 IE 10 11

IE 11 14 BE 11 6

UK 12 12 PT 12 12

DK 13 9 ES 13 8

ES 14 6 DK 14 7

DE 15 10 DE 15 13
Spearman’s rank correlation
coefficient

0.28 Spearman’s rank correlation
coefficient

0.19

1995

C
ou

nt
ri

es

 Non-interest
income/operating

income

Operating
cost/

operating
income

GR 1 9

UK 2 12

AT 3 3

FI 4 4

LU 5 15

FR 6 7

NL 7 6

BE 8 2

IE 9 10

IT 10 1

SE 11 14

DK 12 5

ES 13 8

PT 14 11

DE 15 13
Spearman’s rank correlation
coefficient

0.14

Source: National central banks and supervisory authorities represented on the Banking Supervision Committee.
Note: The numbers in the columns above (non-interest income/operating income and operating cost/operating income) represent the ranking
order of the EU countries  on the basis of the respective ratios (Tables 19 and 25).
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Correlation of income sources 
Correlation of net interest income and non-interest income 
(both expressed as a percentage of the average balance sheet total)

Period covered Sector for OECD sample Correlation coefficient

AT 1987-96 All banks

BE 1981-97 All banks

DK 1980-97 Commercial banks and

savings banks

FI 1980-97 All banks

FR 1988-97 All banks

DE 1980-96 All banks

GR 1989-96 Commercial banks

IE 1995-97 All banks

IT 1984-97 All banks

LU 1980-97 Commercial banks

NL 1980-96 All banks

PT 1980-97 Commercial banks

ES 1980-97 All banks

SE 1980-97 Commercial banks

UK 1984-97 Commercial banks

-0.13

-0.05

0.11

0.16

-0.90

-0.26

0.17

0.99

0.45

-0.67

-0.17

-0.03

-0.51

0.32

0.54

Unweighted Weighted

EU average 0.00 -0.09

euro area average -0.10 -0.25

United States 1980-96 0.80

Japan 1980-95 -0.20

Switzerland 1980-96 0.45

Source: OECD Bank Profitability.
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Measurement of volatility
Coefficient of variation
Net interest income
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1987-97 6.93

BE 1981-97 31.84

DK 1980-97 16.39

FI 1980-97 24.10

FR 1988-97 25.94

DE 1980-97 9.77

GR 1989-97 18.70

IE 1995-97 15.48

IT 1984-97 10.87

LU 1980-97 21.22

NL 1980-97 12.79

PT 1980-97 32.70

ES 1980-97 16.59

SE 1980-97 13.83

UK 1984-97 15.04

Unweighted    Weighted

EU average 18.13 15.68

euro area average 18.93 15.81

United States 1980-96 10.41

Japan 1980-95 15.15

Switzerland 1980-96 11.20

Source: OECD Bank Profitability.
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Coefficient of variation  
Non-interest income 
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1987-97 29.29

BE 1981-97 18.76

DK 1980-97 124.23

FI 1980-97 13.87

FR 1988-97 28.87

DE 1980-97 12.18

GR 1989-97 13.59

IE 1995-97 6.20

IT 1984-97 17.40

LU 1980-97 29.04

NL 1980-97 11.76

PT 1980-97 22.91

ES 1980-97 15.08

SE 1980-97 52.25

UK 1984-97 11.82

Unweighted    Weighted

EU average 27.15 20.17

euro area average 18.67 18.04

United States 1980-96 24.16

Japan 1980-95 62.44

Switzerland 1980-96 17.93

Source: OECD Bank Profitability.
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Coefficient of variation  
Net interest income minus total provisions
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1989-97 8.08

BE 1981-97 35.20

DK 1980-97 17.83

FI 1980-97 18.28

FR 1988-97 45.29

DE 1980-97 9.70

GR 1989-97 20.67

IE 1995-97 15.62

IT 1984-97 15.65

LU 1980-97 21.63

NL 1980-97 16.05

PT 1980-97 27.97

ES 1980-97 19.75

SE 1980-97 57.29

UK 1984-97 22.69

Unweighted    Weighted

EU average 23.45 22.51

euro  average 21.20 21.38

United States 1980-96 14.22

Japan 1980-95 19.13

Switzerland 1980-96 23.56

Source: OECD Bank Profitability.
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7DEOH���'
Coefficient of variation  
Net interest income minus provisions on loans
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1989-97 11.70

BE 1993-97 6.68

DK 1980-97 16.63

FI 1980-97 21.81

FR 1988-97 43.10

DE 1980-97 9.63

GR 1989-97 20.07

IE 1995-97 15.62

IT 1984-97 16.22

NL 1993-97 3.09

PT 1990-97 27.66

ES 1980-97 18.30

SE 1980-97(1) 69.64

Unweighted

EU-13 average 21.55

Euro-10 average 17.38

United States 1980-96 14.22

Japan 1980-95 19.06

1) Data are not available for the period from 1992 to 1996.

Note: For the sectors of the banking system in each country included in the OECD sample, see Table 22.
Source: OECD Bank Profitability.
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Volatility of non-interest income and its components
Coefficient of variation of non-interest income and its components
(sorted by the non-interest income coefficient of variation in descending order)

Period from 1993 to 1998
Non-interest

income
Fees and

commissions
Income from

securities
Profit on
financial

operations

Other operating
income

DK 38 19 69 161 44

PT 37 33 67 40 30

LU 31 27 17 46 85

SE 32 9 105 68 49

ES 30 18 19 96 30

IT 29 32 75 59 29

FR 28 16 93 36

BE 25 30 21 37 10

NL 25 22 61 27 22

DE 21 13 33 50 63

GR 18 13 22 35 24

AT 13 12 35 14 9
EU-12 average
(unweighted)

27 20 51 56 36

Sources: National central banks and supervisory authorities represented on the Banking Supervision Committee.

Notes
1)  The coefficient of variation was calculated on the basis of data provided by national authorities.The approach followed included, first,

the conversion of all amounts into ECU and, second, the calculation of the co-efficient of variation. This implies a different
methodology (based on nominal values) than the one followed in the calculation of the volatility (co-efficient of variation) of interest
and non-interest income (based on ratios, see Tables 29A to 29D).

2) Other operating income was not reported as a different sub-category by FR for the period from 1993 to 1997. whereas the figure
reported for 1998 was negligible as a percentage of non-interest income. The EU unweighted average of the coefficient of variation for
other operating income has been calculated for the remaining 11 countries mentioned in this table.
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([HFXWLYH�VXPPDU\

7KH�%DQNLQJ�6XSHUYLVLRQ�&RPPLWWHH�²�LQ�WKH�FRQWH[W�RI�WKH�(XURV\VWHP·V�WDVN�RI�FRQWULEXWLQJ�WR
WKH�VPRRWK�FRQGXFW�RI�QDWLRQDO�SROLFLHV� LQ�SUXGHQWLDO� VXSHUYLVLRQ�DQG� ILQDQFLDO� VWDELOLW\�²�FDUULHG
RXW�DQ�DVVHVVPHQW�RI�SRVVLEOH�LPSOLFDWLRQV�IRU�WKH�(8�EDQNLQJ�VHFWRU�LQ�WKH�HYHQW�RI�DVVHW�SULFHV
IDOOLQJ�VLJQLILFDQWO\��7KLV�ZDV�FRQVLGHUHG�DSSURSULDWH�LQ�WKH�OLJKW�RI�WKH�REVHUYDWLRQ�WKDW�KLVWRULFDOO\
PDQ\� EDQNLQJ� SUREOHPV� KDYH� EHHQ� FDXVHG� E\� D� VKDUS� IDOO� LQ� DVVHW� SULFHV�� 7KH� VRXUFHV� RI� WKHVH
IOXFWXDWLRQV��ZKLFK�DUH��KRZHYHU��QRW�DGGUHVVHG�LQ�WKLV�UHSRUW��PD\�EH�PDQLIROG��LQFOXGLQJ�VKLIWV�LQ
LQWHUHVW�UDWH�H[SHFWDWLRQV��FKDQJHV� LQ�GRPHVWLF�PDFURHFRQRPLF�GHYHORSPHQWV��VZLQJV� LQ�PDUNHW
VHQWLPHQW�RU�VSLOORYHU�HIIHFWV�DV�D�UHVXOW�RI�PRYHPHQWV�LQ�H[WHUQDO�DVVHW�PDUNHWV�

6RPH�RI�WKH�(8�VWRFN�PDUNHWV�KDYH�ULVHQ�WR�TXLWH�KLJK�OHYHOV��FRPSDUHG�ZLWK�KLVWRULFDO�YDOXDWLRQ
VWDQGDUGV�� DOWKRXJK� LQ� PRVW� FDVHV� WR� D� OHVVHU� GHJUHH� WKDQ� WKH� 86� VWRFN� PDUNHWV�� 7KH
GHYHORSPHQWV�LQ�UHDO�HVWDWH�SULFHV�KDYH�FOHDUO\�EHHQ�FRXQWU\�VSHFLILF��$V�XVXDO��ZKHUH�UHDO�HVWDWH
SULFHV�KDYH�ULVHQ�VLJQLILFDQWO\�� UHODWHG�EDQN� OHQGLQJ�KDV� DOVR�JURZQ��:KLOH�SULFH� LQFUHDVHV� LQ� WKH
FRPPHUFLDO�DQG�UHVLGHQWLDO�SURSHUW\�PDUNHWV�KDYH�EHHQ�VLPLODU��WKH�FRPPHUFLDO�UHDO�HVWDWH�PDUNHW
KDV� JHQHUDOO\� EHHQ� PRUH� YRODWLOH�� +RZHYHU�� VLQFH� WKHUH� LV� D� KLJK� GHJUHH� RI� XQFHUWDLQW\� ZKHQ
LGHQWLI\LQJ� WKH� IDFWRUV� WKDW� GHWHUPLQH� WKH� ´IXQGDPHQWDOµ� YDOXH� RI� DQ� DVVHW�� RU� PHDVXULQJ� WKH
LPSRUWDQFH� RI� YDULRXV� IDFWRUV�� DOO� DVVHW� SULFH� YDOXDWLRQ� PRGHOV� WHQG� WR� EH� XQFHUWDLQ� DQG
LQFRQFOXVLYH�ZLWK�UHJDUG�WR�WKH�DSSURSULDWHQHVV�RI�DQ\�SDUWLFXODU�DVVHW�SULFH�OHYHO��1RU�GR�SXEOLF
DXWKRULWLHV�KDYH�VXSHULRU�LQIRUPDWLRQ�RQ�WKH�DSSURSULDWH�GHYHORSPHQW�RU�OHYHO�RI�DVVHW�SULFHV�

7KH�SXUSRVH�RI�WKLV�UHSRUW�LV�WR�LQYHVWLJDWH�WKH�UREXVWQHVV�RI�WKH�(8�EDQNLQJ�V\VWHP��VKRXOG�DVVHW
SULFHV�IDOO��,Q�WKLV�UHVSHFW��LW�VKRXOG�EH�ERUQH�LQ�PLQG�WKDW�LW�LV�WKH�UHVSRQVLELOLW\�RI�WKH�FRPSHWHQW
DXWKRULWLHV� WR� PDNH� VXUH� WKDW� WKH� EDQNLQJ� DQG� ILQDQFLDO� V\VWHPV� DUH� DV� UHVLOLHQW� DV� SRVVLEOH� WR
VXGGHQ�FKDQJHV�LQ�DVVHW�SULFHV��7KH�UHSRUW�IRFXVHV�RQ�WKUHH�PDLQ�DVSHFWV�

)LUVW��WKH�UHSRUW�LGHQWLILHV�WKH�PDLQ�FKDQQHOV�WKURXJK�ZKLFK�EDQNV�ZRXOG�EH�DIIHFWHG�E\�D�VKDUS�IDOO
LQ�VWRFN�DQG�UHDO�HVWDWH�SULFHV��L�H��FUHGLW�ULVN��PDUNHW�ULVN��UHGXFWLRQ�LQ�FRPPLVVLRQ�LQFRPH��UH�
FDSLWDOLVDWLRQ� RI� VXEVLGLDULHV� DQG� WKH� ´VHFRQG� URXQGµ� HIIHFWV� WKURXJK� WKH� LPSDFW� RQ� WKH
PDFURHFRQRPLF� HQYLURQPHQW� DQG� EDQNV·� IXQGLQJ� FRQGLWLRQV��� ,W� ZRXOG� DSSHDU� WKDW� WKH� PDMRU
FXUUHQW�ULVN�IRU�(8�EDQNV�SRWHQWLDOO\�OLHV�LQ�WKH�UHDO�HVWDWH�VHFWRU��VKRXOG�D�VKDUS�GHFOLQH�LQ�DVVHW
SULFHV�RFFXU��+RZHYHU��QR�PDMRU�WKUHDW�WR�V\VWHPLF�VWDELOLW\�KDV�EHHQ�LGHQWLILHG��7KLV�LV�DOVR�EDVHG
RQ�WKH�IDFW�WKDW��RQ�DYHUDJH��WKH�EXUGHQ�RI�GHEW�VHUYLFLQJ�KDV�QRW�ULVHQ�VLJQLILFDQWO\��FRQWUDU\�WR
WKH� OHYHUDJH� RI� KRXVHKROGV� DQG� ILUPV�� RZLQJ� WR� WKH� ORZ� LQWHUHVW� UDWH� OHYHO�� 7KLV� GRHV� QRW
QHFHVVDULO\�KROG�IRU�WKH�ODVW�HQWUDQWV��´PDUJLQDO� LQYHVWRUVµ��LQ�WKH�UHDO�HVWDWH�PDUNHW��0RUHRYHU�
ZLWK�UHJDUG� WR� WKH�FRPPHUFLDO�SURSHUW\�PDUNHW�� WKHUH�VHHPV�WR�EH�JUHDWHU�YDULDWLRQ� LQ�PDUNHW
SUDFWLFHV� �IRUHPRVW� LQ� ORDQ�WR�YDOXH� UDWLRV�� WKDQ� LV� WKH� FDVH� IRU� WKH� UHVLGHQWLDO� PDUNHW�� ZKLFK
SRVVLEO\�DIIHFWV�EDQNV·�ULVNV�LQ�WKLV�DUHD�

$V�WR�EDQNV·�FXUUHQW�VWRFN�PDUNHW�H[SRVXUHV��QHLWKHU�WKH�GLUHFW�H[SRVXUH�WKURXJK�PDUNHW�ULVN�
LQFRPH� VHQVLWLYLW\� RU� FDSLWDOLVDWLRQ� QHHG� IRU� VXEVLGLDULHV�� QRU� WKH� FUHGLW� H[SRVXUH� WKURXJK� WKH
ILQDQFLQJ�RI�VWRFN�LQYHVWPHQWV��DSSHDU�YHU\�UHOHYDQW��+HQFH��LI�VWRFN�SULFHV�ZHUH�JHQHUDOO\�WR�IDOO�LQ
LVRODWLRQ��PDMRU�GLIILFXOWLHV�ZRXOG�QRW�EH�H[SHFWHG�IRU�(8�EDQNV��,Q�D�PRUH�H[WUHPH�FDVH�VFHQDULR�
KRZHYHU��D�VKDUS�VWRFN�PDUNHW�IDOO�FRXOG�DIIHFW�EDQNV�WKURXJK�WKH�´VHFRQG�URXQGµ�HIIHFWV��ZHUH�LW
WR� OHDG� WR� D� GHHSHQLQJ�RI� D� UHFHVVLRQ��+RZHYHU�� JLYHQ� WKH� ODFN�RI� FRPSUHKHQVLYH�GDWD� DQG� WKH
OLPLWHG�DQDO\VLV��LW�LV�GLIILFXOW�WR�DVVHVV�WKH�H[WHQW�RI�WKHVH�HIIHFWV�

6HFRQG��WKH�UHSRUW�H[DPLQHV� OHQGLQJ�SUDFWLFHV�DQG�WKHLU�HIIHFW�RQ� WKH� ULVN�SURILOH�RI�EDQNV�� ,Q� WKLV
UHVSHFW�� DQ� LPSRUWDQW� IDFWRU� LV� WKH� WLJKWHQLQJ� RI� FRPSHWLWLRQ� LQ� WKH� UHDO� HVWDWH�UHODWHG� OHQGLQJ
DFWLYLWLHV�RI�EDQNV��1DUURZLQJ�OHQGLQJ�PDUJLQV�KDYH�EHHQ�REVHUYHG�LQ�PDQ\�FRXQWULHV��%(��)5��(6�
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,(��1/��$7��),��6(�DQG�WKH�8.���5LVLQJ�ORDQ�WR�YDOXH�UDWLRV��/79��DUH�DOVR�UHSRUWHG�IRU�D�QXPEHU�RI
FRXQWULHV��ZKLOH�WKHUH�LV�QR�DSSDUHQW�VODFNHQLQJ�RI�RWKHU�FUHGLW�VWDQGDUGV��7KH�XVH�RI�PDUNHW�YDOXH
ZKHQ�GHWHUPLQLQJ�WKH�YDOXH�RI�WKH�FROODWHUDO��DFFRPSDQLHG�E\�D�KLJK�/79��FRXOG�FRQVWLWXWH�D�YHU\
KLJK�ULVN�WR�PRUWJDJH�OHQGHUV�LQ�WKH�IDFH�RI�D�GRZQZDUG�WUHQG�LQ�SULFHV�

)LQDOO\�� WKH�UHSRUW�FRQVLGHUV�WKH�SROLFLHV�SXUVXHG�UHFHQWO\�E\� WKH�VXSHUYLVRU\�DXWKRULWLHV� �FHQWUDO
EDQNV�RU�RWKHU�DXWKRULWLHV���,Q�JHQHUDO��VXSHUYLVRU\�DXWKRULWLHV�FORVHO\�PRQLWRU�WKH�FKDQJHV�LQ�UHDO
HVWDWH�DQG�VWRFN�SULFHV�DQG�WKHLU�LPSDFW�RQ�WKH�EDQNV·�ULVN�SURILOH��,Q�DGGLWLRQ��LQ�WKRVH�FRXQWULHV
LQ�ZKLFK�FRQFHUQV�KDYH�LQFUHDVHG�UHJDUGLQJ�WKH�SRVVLEOH�ULVNV�IRU�WKH�EDQNLQJ�VHFWRU��VXSHUYLVRU\
DXWKRULWLHV�KDYH�UHVSRQGHG�LQ�YDULRXV�ZD\V�WR�HQVXUH�SUXGHQW�OHQGLQJ�SUDFWLFHV�E\�EDQNV��7KHVH
VXSHUYLVRU\� DFWLRQV� LQFOXGH�� �L��SXEOLF� FRPPXQLFDWLRQ�RI� FRQFHUQV�� �LL��GLUHFW� FRQWDFWV�ZLWK� EDQN
PDQDJHPHQW�� �LLL��VSHFLILF� H[DPLQDWLRQV� RI� EDQNV·� UHDO� HVWDWH� OHQGLQJ� SUDFWLFHV�� �LY��VSHFLILF
PHDVXUHV� LQ� RUGHU� WR� DGGUHVV� WKH� DELOLW\� RI� EDQNV� WR� ZLWKVWDQG� VLJQLILFDQW� UHDO� HVWDWH� SULFH
UHYHUVDOV��VHQVLWLYLW\�DQDO\VHV���DQG��Y��FKDQJHV�LQ�ULVN�SURYLVLRQLQJ�DQG�RU�DVVHW�YDOXDWLRQ�UXOHV��$
UHYLHZ�RI�DVVHW�SULFH�GHYHORSPHQWV�IURP�WKH�SRLQW�RI�YLHZ�RI�EDQNLQJ�VWDELOLW\�ZLOO�EH�FDUULHG�RXW
RQ�D�SHULRGLF�EDVLV�E\�WKH�%DQNLQJ�6XSHUYLVLRQ�&RPPLWWHH�
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,QWURGXFWLRQ

7KLV�UHSRUW��SUHSDUHG�E\�WKH�%DQNLQJ�6XSHUYLVLRQ�&RPPLWWHH��%6&���H[DPLQHV�SULFH�GHYHORSPHQWV
LQ�WKH�(8�VWRFN�DQG�UHDO�HVWDWH�PDUNHWV�DQG�DVVHVVHV�WKH�SRVVLEOH�LPSDFW�RQ�WKH�EDQNLQJ�VHFWRU�LQ
WKH�HYHQW�RI�SULFHV�LQ�WKH�WZR�PDUNHWV�IDOOLQJ�VLJQLILFDQWO\��7KLV�ZRUN�KDV�EHHQ�FDUULHG�RXW�LQ�WKH
FRQWH[W�RI� WKH�(XURV\VWHP·V� WDVN�RI�FRQWULEXWLQJ� WR� WKH�VPRRWK�FRQGXFW�RI�SROLFLHV�SXUVXHG�E\
WKH� FRPSHWHQW� QDWLRQDO� DXWKRULWLHV� UHODWLQJ� WR� WKH� VXSHUYLVLRQ� RI� FUHGLW� LQVWLWXWLRQV� DQG� WR� WKH
VWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP� �$UWLFOH� �������� RI� WKH� 7UHDW\� HVWDEOLVKLQJ� WKH� (XURSHDQ
&RPPXQLW\��

3DVW� LQFLGHQFHV�RI� VHYHUH�EDQNLQJ�SUREOHPV�GHPRQVWUDWH� WKH� UHOHYDQFH�RI� VWRFN� DQG� UHDO� HVWDWH
PDUNHWV�IRU�WKH�EDQNLQJ�VHFWRU�DQG��KHQFH��DOVR�IRU�EDQNLQJ�VXSHUYLVRUV��$�VKDUS�GHFOLQH�LQ�DVVHW
SULFHV�FDQ�JHQHUDWH�V\VWHPLF�FRQFHUQV��HVSHFLDOO\�ZKHQ�WKH�UHOHYDQW�LQVWLWXWLRQV�DUH�H[SRVHG�WR�D
PDUNHW� ZKHUH� SULFHV� GHFOLQH� VKDUSO\�� 7KHUHIRUH�� VXSHUYLVRU\� DXWKRULWLHV� QHHG� WR� PRQLWRU� WKH
UHVLOLHQFH�RI�WKH�EDQNLQJ�DQG�ILQDQFLDO�V\VWHP�LQ�WKH�HYHQW�RI�D�IDOO�LQ�DVVHW�SULFHV�

7KH�UHSRUW�LV�VWUXFWXUHG�DV�IROORZV��6HFWLRQ���SURYLGHV�D�EDFNJURXQG�DQDO\VLV�RI�WKH�UHFHQW�VWRFN
DQG� UHDO� HVWDWH� PDUNHW� GHYHORSPHQWV�� 6HFWLRQ� �� SUHVHQWV� DQG� HYDOXDWHV� WKH� FKDQQHOV� WKURXJK
ZKLFK�D�UHYHUVDO�LQ�DVVHW�SULFHV�ZRXOG�DIIHFW�WKH�(8�EDQNLQJ�VHFWRU��6HFWLRQ���GLVFXVVHV�WKH�DFWLRQV
WDNHQ� E\� WKH� (8� VXSHUYLVRU\� DXWKRULWLHV� �FHQWUDO� EDQNV� RU� VHSDUDWH� DXWKRULWLHV��� ,Q� DGGLWLRQ� DQ
DQQH[�SUHVHQWV�D�EULHI�UHYLHZ�RI�OLWHUDWXUH�RQ�DVVHW�SULFH�F\FOHV�DQG�WKHLU�OLQN�WR�WKH�YXOQHUDELOLW\
RI� WKH� EDQNLQJ� VHFWRU�� 7KH� UHSRUW� LV� EDVHG� RQ� WKH� FRQWULEXWLRQV� IURP� WKH� (8� VXSHUYLVRU\
DXWKRULWLHV�GXULQJ�WKH�ODVW�TXDUWHU�RI������

� 5HFHQW�GHYHORSPHQWV�LQ�VWRFN�DQG�UHDO�HVWDWH�PDUNHWV

7KLV�VHFWLRQ�UHYLHZV�WKH�LQFUHDVHV�LQ�VWRFN�DQG�UHDO�HVWDWH�SULFHV�LQ�(8�FRXQWULHV��,W�LV�LQWHQGHG�WR
VHW�WKH�VWDJH�IRU�WKH�DQDO\VLV�RI�EDQNV·�H[SRVXUHV��LW�GRHV�QRW�DLP�WR�PDNH�DQ�DVVHVVPHQW�RI�WKH
VXVWDLQDELOLW\�RI�DVVHW�SULFHV��3ULFH�LQFUHDVHV�DUH�DOVR�HYDOXDWHG�ZLWK�UHIHUHQFH�WR�WKH�G\QDPLFV�RI
UHDO�HVWDWH�OHQGLQJ�LQ�RUGHU�WR�DVVHVV�WKH�UROH�RI�EDQNV·�OHQGLQJ�SROLFLHV�

��� 'HYHORSPHQWV�LQ�VWRFN�SULFHV

7KHUH�ZDV�D�ORQJ�WUHQG�WR�UHFRUG�KLJKV�LQ�WKH�86�DQG�(8�VWRFN�PDUNHWV��ZLWK�WKH�H[FHSWLRQ�RI
WKH�TXLWH� VWDEOH�$7�PDUNHW�� XQWLO�PLG������ �&KDUW� ���� ,Q�PRVW�PDUNHWV�� WKH� XSZDUG� WUHQG�ZDV
WKHQ�LQWHUUXSWHG�E\�FRQFHUQV�DERXW�WKH�HIIHFWV�RI�WKH�HPHUJLQJ�PDUNHW�FULVLV�RQ�FRUSRUDWH�SURILWV
DQG�E\�WKH�´IOLJKW�WR�TXDOLW\µ�SKHQRPHQRQ��7KH�IDOO� LQ�SULFHV�ZDV�HVSHFLDOO\�VHYHUH� LQ�FRQWLQHQWDO
(XURSH� DQG� ODUJHO\� UHIOHFWHG�� SDUWLFXODUO\� IRU� EDQN� VKDUHV�� H[SRVXUHV� WR� 5XVVLD�� (VSHFLDOO\� XQWLO
$XJXVW�������WKH�UHFRYHU\�LQ�VWRFN�PDUNHWV�ZDV�IDVW��DQG�QHZ�UHFRUG�KLJKV�ZHUH�UHDFKHG�LQ�PDQ\
PDUNHWV�� 3ULFHV� DUH� QRZ� DW� OHDVW� WZLFH� DV� KLJK� DV�� VD\�� VL[� \HDUV� DJR�� 7KHUH� FDQ�� KRZHYHU�� EH
VLJQLILFDQW� GLYHUJHQFHV� EHWZHHQ� GLIIHUHQW� VHFWRUV�� )RU� LQVWDQFH�� VKDUHV� LQ� WKH� EURDG� DUHD� RI
FRPSXWLQJ� DQG� FRPPXQLFDWLRQV� WHFKQRORJ\� KDYH� VSHFWDFXODUO\� RXW�SHUIRUPHG� WKH� UHVW� RI� WKH
PDUNHW�

7KH�UDSLG�JURZWK�DQG�WKH�SRVVLELOLW\�RI�D�VWRFN�PDUNHW�GHFOLQH� LQ�WKH�86� LV�UHFRJQLVHG�E\�PDQ\
REVHUYHUV�� DV� LQ� WKH� ,0)�&DSLWDO�0DUNHW�5HSRUW�� DV� D�SRWHQWLDO� VRXUFH�RI� LQVWDELOLW\��7KH� ULVN�RI
VSLOORYHU�HIIHFWV�IURP�WKH�86�WR�WKH�(8�PDUNHWV�LV�GXH�WR�VLPLODU�PRYHPHQWV�LQ�LQYHVWRU�EHKDYLRXU
DQG�FRQILGHQFH��H�J��DV�WKH�VDPH�LQYHVWRUV�FDQ�EH�SUHVHQW�LQ�PDQ\�PDUNHWV�DW�RQH�WLPH�
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/RRNLQJ�DW�WKH�(8�PDUNHWV��WKH�JURZWK�LQ�VWRFN�SULFHV�KDV�EHHQ�SDUWLFXODUO\�LQIOXHQWLDO�LQ�*5�DQG
),��7KH�*5�PDUNHW��WKH�JURZWK�RI�ZKLFK�ZDV�VXVWDLQHG�E\�WKH�PDVVLYH�HQWU\�RI�KRXVHKROGV� LQWR
HTXLW\�LQYHVWPHQWV��H[SHULHQFHG�D�VLJQLILFDQW�GRZQZDUG�FRUUHFWLRQ�LQ�PLG�6HSWHPEHU��7KH�WUHQG
KDV�EHHQ� UHYHUVHG� VLQFH� WKHQ��EXW� WKH�PDUNHW�KDV� EHHQ�KLJKO\� YRODWLOH��7KH� ),�PDUNHW� KDV� EHHQ
GULYHQ�VLJQLILFDQWO\�E\�´WHFKQRORJ\�VWRFNVµ���6WRFN�SULFH�JURZWK�KDV�EHHQ�TXLWH�UDSLG�LQ�(6��)5��,(�
1/��6(�DQG�WKH�8.�DV�ZHOO��RWKHU�FRXQWULHV�KDYH�H[KLELWHG�PRUH�PRGHUDWH�GHYHORSPHQWV�

7KH�PDMRU�(8�VWRFN�PDUNHWV�RI�'(��)5��,7�DQG�WKH�8.�DUH�FORVHO\�OLQNHG�WR�RQH�DQRWKHU�DQG�WR
WKH�86�PDUNHW��ZKLFK�LV�WKH�GRPLQDQW�PDUNHW�LQ�WKH�ZRUOG�ZLWK�DERXW�D�����VKDUH�LQ�WKH�PDUNHW
FDSLWDOLVDWLRQ��'HYHORSPHQWV�LQ�WKH�VPDOOHU�PDUNHWV�LQ�WKH�(8�DOVR�VHHP�WR�EH�LQIOXHQFHG�E\�WKH
PDMRU�PDUNHWV�� EXW� WKH\� IHDWXUH�PRUH� LGLRV\QFUDWLF� GHYHORSPHQWV� GXH�� DPRQJ� RWKHU� WKLQJV�� WR
ORZHU�OLTXLGLW\��7KH�ILUVW�JURXS�LV�FRPSRVHG�RI�%(��*5��$7�DQG�37�ZLWK�VLJQLILFDQWO\�LGLRV\QFUDWLF
SULFH�FKDQJHV��7KH�VHFRQG�JURXS��QDPHO\�WKH�'.��(6��,(��1/��),�DQG�6(�PDUNHWV��VHHPV�WR�H[KLELW
EURDGO\�WKH�VDPH�VHTXHQFH�RI�HYHQWV�DV�WKH�PDMRU�PDUNHWV�

/RZ�GLYLGHQG�\LHOGV��WKH�ODWHVW�GLYLGHQG�SHU�FXUUHQW�VWRFN�YDOXDWLRQ���KLJK�SULFH�HDUQLQJV��3�(��UDWLRV
�FXUUHQW�VKDUH�SULFH�SHU�FXUUHQW�HDUQLQJV�SHU�VKDUH��DQG�KLJK�LPSOLFLW�IXWXUH�HDUQLQJV�JURZWK�LPSOLHG
LQ� WKH� FXUUHQW� VWRFN� SULFH� YDOXDWLRQ� DUH� WUDGLWLRQDO� VWRFN� SULFH� YDOXDWLRQ� VWDQGDUGV�� ,Q� JHQHUDO�
WKHVH� LQGLFDWRUV�KDYH�UHDFKHG� OHYHOV� WKDW� DUH�DERYH�KLVWRULFDO� VWDQGDUGV� IRU� WKH�86�DQG�DOVR� IRU
PRVW� (8� PDUNHWV� �VHH� 7DEOH������ 7KLV� LPSOLHV� H[SHFWHG� DERYH�KLVWRULFDO�DYHUDJH� JURZWK� LQ
FRUSRUDWH�HDUQLQJV� LQ� WKH� IXWXUH��2U��HTXDOO\��D� VLJQLILFDQW� LQFUHDVH� LQ� IXWXUH�GLYLGHQGV�ZRXOG�EH
UHTXLUHG� WR� MXVWLI\� WKH� SUHVHQW� ORZ� OHYHO� RI� GLYLGHQG� \LHOGV�� ,W� LV� LPSRUWDQW� WR� QRWH� WKDW� WKHVH
VLPSOH�LQGLFDWRUV�DUH��DW�EHVW�YHU\�DSSUR[LPDWH��RU�LQGLFDWLYH��DV�LW�LV�YHU\�GLIILFXOW�WR�GHWHUPLQH�WKH
DSSURSULDWH� EHQFKPDUNV� �L�H�� ´IXQGDPHQWDOµ� DVVHW� YDOXHV�� DQG� WR� WDNH� LQWR� DFFRXQW� DOO� UHOHYDQW
IDFWRUV�� VXFK� DV� WKH� HIIHFW� RI� VKDUH� EX\�EDFNV� RQ� WKH� GLYLGHQG� \LHOG�� 7KH� DVVHVVPHQW� RI� WKH
YDOXDWLRQ�GHSHQGV�JUHDWO\�RQ�WKH�DVVXPSWLRQV�UHJDUGLQJ�WKH�DSSURSULDWH�HTXLW\�SUHPLXP��DQG�WKH
GLVFRXQW�UDWH��DOWKRXJK�WKH�XVH�RI�WRR�ORZ�DQ�GLVFRXQW�UDWH�RU�HTXLW\�SUHPLXP�DVVXPSWLRQV�FRXOG
EH�UHJDUGHG�DV�LQGLFDWLQJ�D�ODFN�RI�FDXWLRQ�E\�VWRFN�PDUNHW�LQYHVWRUV��,QIOXHQFHV�ZKLFK�JLYH�ULVH�WR
VWUXFWXUDO� VKLIWV� LQ� SULFLQJ� SDWWHUQV� DUH� DOVR� GLIILFXOW� WR� DFFRXQW� IRU�� )RU� H[DPSOH�� LW� KDV� EHHQ
FODLPHG� WKDW� WKH� DQWLFLSDWLRQ� RI� IXWXUH� HDUQLQJV� JURZWK� LV� MXVWLILHG�� VLQFH� WKH� UDSLG� DGRSWLRQ� RI
WHFKQRORJ\�KDV�HQKDQFHG�EXVLQHVV�HIILFLHQF\�DQG�UHVXOWHG�LQ�DFFHOHUDWLQJ�SURGXFWLYLW\�JURZWK�

)LQDOO\�� WKH�GLS� LQ� WKH� VWRFN�PDUNHWV� EHWZHHQ�PLG�-XO\� DQG�PLG�$XJXVW� ������ DQG� DJDLQ� LQ� HDUO\
2FWREHU������DORQJ�ZLWK�WKH�UHFHQW�LQFUHDVHV�LQ�WKH�VWRFN�SULFH�YRODWLOLW\�VXJJHVW�WKDW�DQ�LQFUHDVH
LQ� PDUNHW� XQFHUWDLQW\� LV� HPHUJLQJ�� 7KLV� YRODWLOLW\� KDV� QRW�� KRZHYHU�� UHDFKHG� WKH� KLJK� OHYHOV
H[SHULHQFHG� LQ� WKH� PLG������ WXUEXOHQFH�� 7KLV� LQFUHDVHG� XQFHUWDLQW\� KDV� EHHQ� UHIOHFWHG� LQ� WKH
SULFHV�RI�RSWLRQV�ZULWWHQ�RQ�WKH�VWRFN�LQGH[��JLYLQJ�ULVH�WR�D�KLJKHU�´LPSOLHG�SUREDELOLW\µ�RI�ODUJHU
PDUNHW�PRYHPHQWV�

��� 'HYHORSPHQWV�LQ�UHDO�HVWDWH�SULFHV�DQG�OHQGLQJ

7KLV� VHFWLRQ� IRFXVHV� RQ� WKH� GHYHORSPHQWV� LQ� UHVLGHQWLDO� DQG� FRPPHUFLDO� UHDO� HVWDWH� SULFHV� DQG
OHQGLQJ� EDVHG� RQ� DYDLODEOH� VWDWLVWLFV� DQG� FRQWULEXWLRQV� IURP� WKH� (8� EDQNLQJ� VXSHUYLVRUV�� 7KH
DYDLODEOH� VWDWLVWLFV� DUH� TXLWH� SDWFK\�� DQG� DUH� QRW� DYDLODEOH� IRU� DOO� (8� FRXQWULHV�� HVSHFLDOO\� IRU
FRPPHUFLDO� UHDO� HVWDWH�� ZKLFK� SUHYHQWV� V\VWHPDWLF� FRPSDULVRQ� DFURVV� FRXQWULHV� DQG� FDOOV� IRU

� 7KLV�KROGV�SDUWLFXODUO\�WUXH�RI�D�VLQJOH�ILUP��1RNLD��ZKLFK�UHSUHVHQWV�PRUH�WKDQ�����RI�WKH�WRWDO�),�PDUNHW�FDSLWDOLVDWLRQ�
� 7KHVH�UHVXOWV�DUH�FRQILUPHG�E\�H�J��FDOFXODWLRQV�VKRZQ�LQ�WKH�%,6���WK�$QQXDO�5HSRUW��IRU�WKH�0DUFK������VLWXDWLRQ�
� 7KH�HTXLW\�SUHPLXP�LV�WKH�H[WUD�UHWXUQ�UHTXLUHG�E\�LQYHVWRUV�WR�FRPSHQVDWH�IRU�WKH�KLJKHU�ULVN�LQYROYHG�LQ�VWRFN�LQYHVWPHQW��,PSURYHG

PDQDJHPHQW�RI�ILVFDO�DQG�PRQHWDU\�SROLFLHV�DQG��KHQFH��UHGXFHG�ULVN�RI�VHYHUH�UHFHVVLRQV�KDYH�EHHQ�XVHG�WR�H[SODLQ�WKH�DSSDUHQWO\
UHGXFHG�HTXLW\�SUHPLXP�
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FDXWLRQ�ZKHQ�LQWHUSUHWLQJ�WKH�VWDWLVWLFV���$V�IRU�VWRFN�SULFHV��WKH�UHSRUW�GRHV�QRW�DWWHPSW�WR�ORRN
LQWR� WKH� VL]H� RI� SULFH�PLVDOLJQPHQWV� LQ� UHDO� HVWDWH� PDUNHWV�� $Q\� VXFK� DQDO\VLV� ZRXOG� EH� KLJKO\
FRPSOLFDWHG�DQG�DOVR��WR�D�JUHDW�H[WHQW��FRXQWU\�VSHFLILF�

�����'HYHORSPHQWV�LQ�UHDO�HVWDWH�SULFHV

,Q�PDQ\�(8�FRXQWULHV�UHDO�HVWDWH�SULFHV�KDYH�UHFRUGHG�VLJQLILFDQW�JDLQV�RYHU�WKH�SDVW�WZR�\HDUV�RU
VR�� +RZHYHU�� WKHVH� SULFH� GHYHORSPHQWV� KDYH� EHHQ� FOHDUO\� FRXQWU\�VSHFLILF�� 1HYHUWKHOHVV�� WKUHH
FOXVWHUV�RI�FRXQWULHV�VHHP�WR�HPHUJH��)LUVW��VLJQLILFDQW�SULFH� LQFUHDVHV��H[SODLQHG�E\�KHDY\�GHPDQG
�UHODWLYH� WR� VWLFN\� VXSSO\�� DQG� IXHOOHG�E\� IDYRXUDEOH� LQFRPH�DQG�HPSOR\PHQW� WUHQGV� DQG� OHQGLQJ
JURZWK��DUH�REVHUYHG�IRU�,(�DQG�1/��6HFRQG��VLJQV�RI�UDSLG�UHFHQW�JURZWK�DUH�LQGLFDWHG�IRU�(6��37�
),�DQG�WKH�8.��SUHGRPLQDQWO\�WRJHWKHU�ZLWK�VLJQLILFDQW�LQFUHDVHV�LQ�OHQGLQJ��7KLUG��LQ�%(��'.��)5�
*5��/8�DQG�6(�UHDO�HVWDWH�SULFHV�KDYH�UHFHQWO\�ULVHQ��HVSHFLDOO\��VLQFH�������FRPPHUFLDO�UHDO�HVWDWH
LQ�)5���EXW�DW�D�VORZHU�SDFH��ZKLOH�LQ�'(�DQG�$7�WKH�UHDO�HVWDWH�PDUNHWV�KDYH�EHHQ�VWDEOH�� ,Q�,7
UHDO�HVWDWH�SULFHV�VHHP�WR�KDYH�EHHQ�VOXJJLVK�WKURXJKRXW�PRVW�RI�WKH�����V��EXW�VWDUWHG�WR�SLFN�
XS�LQ������

/RRNLQJ� PRUH� FORVHO\� DW� WKH� FRXQWULHV� ZLWK� VLJQLILFDQW� SULFH� LQFUHDVHV�� ,(� DQG� 1/� SULFHV� KDYH
EHQHILWHG� IURP� D� ORQJ� ULVLQJ� WUHQG�� 3ULFH� LQFUHDVHV� LQ� ,(� KDYH� EHHQ� SDUWLFXODUO\� VSHFWDFXODU�� DV
UHVLGHQWLDO�UHDO�HVWDWH�SULFHV�KDYH�LQFUHDVHG�E\�����IURP������WR������DQG�WKH�UDWH�RI�JURZWK�KDV
UHFHQWO\� DFFHOHUDWHG�� &RPPHUFLDO� UHDO� HVWDWH� SULFHV� KDYH� LQFUHDVHG� HYHQ� IDVWHU�� 3ULFH
GHYHORSPHQWV�KDYH�EHHQ�OHVV�DFFHQWXDWHG�LQ�1/�

,Q�),�D�ORQJ�DQG�VXVWDLQHG�SULFH�LQFUHDVH�JDYH�ZD\�WR�D�VKDUS�UHYHUVDO�EHWZHHQ������DQG������DQG
SULFHV�KDYH�EHHQ�UHFRYHULQJ�VLQFH� WKHQ��ZLWK�ERWK�FRPPHUFLDO� DQG� UHVLGHQWLDO� UHDO� HVWDWH�SULFHV
KDYLQJ� QRZ� QHDUO\� UHDFKHG� WKHLU� SUHYLRXV� SHDN� OHYHOV�� 6(� DOVR� H[SHULHQFHG� D� UDSLG� DVVHW� SULFH
LQFUHDVH� SULRU� WR� ������ ZKLFK� ZDV� VXEVHTXHQWO\� UHYHUVHG� DQG�� LQ� SDUWLFXODU�� FRPPHUFLDO� SULFHV
KDYH�JDLQHG�VLJQLILFDQWO\�VLQFH�WKHQ��,Q�WKH�8.�UHVLGHQWLDO�UHDO�HVWDWH�SULFHV�URVH�DURXQG�����D�\HDU
LQ������DQG�������$V�UHJDUGV�(6��FRPPHUFLDO�UHDO�HVWDWH�SULFHV�KDYH� LQFUHDVHG�E\�����RYHU�WKH
WZR�\HDU�SHULRG����������,Q�37�DV�ZHOO��UHDO�HVWDWH�SULFHV�KDYH�UHFHQWO\�EHHQ�UHJLVWHULQJ�VLJQLILFDQW
JDLQV�

%DVLF� SULFH� WUHQGV� KDYH�� E\� DQG� ODUJH�� EHHQ� HTXDOO\� GLVWULEXWHG� EHWZHHQ� WKH� UHVLGHQWLDO� DQG
FRPPHUFLDO�UHDO�HVWDWH�PDUNHWV��7DEOHV���D�DQG�E�DQG�7DEOHV���D�DQG�E���+RZHYHU��UHVLGHQWLDO�UHDO
HVWDWH�SULFHV�KDYH�QRW�EHHQ�DV�YRODWLOH�DV�FRPPHUFLDO�UHDO�HVWDWH�SULFHV��,Q�DGGLWLRQ��WKHUH�KDV�EHHQ
VRPH�FRUUHODWLRQ�EHWZHHQ�FRPPHUFLDO�UHDO�HVWDWH�SULFHV�DQG�VWRFN�SULFHV��ZKLOH� WKH�FRUUHODWLRQ
KDV�QRW�EHHQ�DV�PDUNHG�EHWZHHQ�UHVLGHQWLDO�UHDO�HVWDWH�SULFHV�DQG�VWRFN�SULFHV�

�����'HYHORSPHQWV�LQ�UHDO�HVWDWH�OHQGLQJ

5HDO� HVWDWH� OHQGLQJ� LQFOXGHV� ORDQV� VHFXUHG� E\� D� UHVLGHQWLDO� RU� FRPPHUFLDO� PRUWJDJH� RQ� WKH
XQGHUO\LQJ� SURSHUW\� DQG� RWKHU� ORDQV� JUDQWHG� IRU� SURSHUW\� DFTXLVLWLRQ� SXUSRVHV��� ,W� VKRXOG� EH

� 7KH�FRPPHUFLDO�UHDO�HVWDWH�SULFHV� LQ�7DEOHV����D�DQG�E�RQO\� UHIHU� WR� WKH�PDMRU�FLWLHV��7KHVH�SULFHV�FRXOG�EH�PRUH�YRODWLOH� WKDQ�WKH
SULFHV�LQ�WKH�UHVSHFWLYH�FRXQWULHV�DV�D�ZKROH�

� 7ZR�LQWHUQDWLRQDO�VWDWLVWLFDO�VRXUFHV�DUH�DYDLODEOH�DW�SUHVHQW������WKH�VWDWLVWLFV�FROOHFWHG�E\�WKH�(XURSHDQ�0RUWJDJH�)HGHUDWLRQ��(0)��
UHIHUULQJ�RQO\�WR�PRUWJDJH�ORDQV��VHSDUDWLQJ�UHVLGHQWLDO�DQG�FRPPHUFLDO�FRPSRQHQWV��DQG�LQFOXGLQJ�DOO�ILQDQFLDO�LQVWLWXWLRQV�RSHUDWLQJ
LQ�WKH�ILHOG��FUHGLW�LQVWLWXWLRQV��LQVXUDQFH�FRPSDQLHV�DQG�SHQVLRQ�IXQGV�������WKH�0),��0RQHWDU\�)LQDQFLDO�,QVWLWXWLRQV��VWDWLVWLFV�RI�WKH
(6&%��UHIHUULQJ�WR�ERWK�PRUWJDJH�ORDQV�DQG�RWKHU�ORDQV�JUDQWHG�IRU�KRXVLQJ�SXUSRVHV��EXW�FROOHFWHG��DW�SUHVHQW��RQO\�IRU�WKH�KRXVHKROG
VHFWRU�DQG�IRU�WKH�HXUR�DUHD��$W�WKLV�VWDJH��WKH�(0)�ILJXUHV�SUHVHQW�WKH�PRVW�FRPSUHKHQVLYH�ORQJ�WHUP�VRXUFH��EXW�WKH�WLPHOLQHVV�DQG
FRPSUHKHQVLYHQHVV�RI�WKH�VWDWLVWLFV�DUH�OLPLWHG��(0)�GDWD�GR�QRW�FRPSUHKHQVLYHO\�FRYHU�DOO�(8�FRXQWULHV��)RU�VRPH�FRXQWULHV��H�J��1/��
WKH� LQFOXVLRQ� RI� LQVWLWXWLRQV� RWKHU� WKDQ� FUHGLW� LQVWLWXWLRQV� LV� UHOHYDQW� DV� WKHVH� RWKHU� LQVWLWXWLRQV� KDYH� VLJQLILFDQW� PRUWJDJH� OHQGLQJ
DFWLYLWLHV��7KH�0),�VWDWLVWLFV�RQ�OHQGLQJ�IRU�KRXVLQJ�SXUFKDVHV�DUH�RI�KLJK�IUHTXHQF\��DUH�QRW�UHVWULFWHG�WR�PRUWJDJHV�DQG�UHIHU�WR�WKH
0),�VHFWRU��E\�DQG�ODUJH�FUHGLW�LQVWLWXWLRQV���+RZHYHU��WKH\�KDYH�RQO\�EHHQ�FROOHFWHG�VLQFH������
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QRWHG� WKDW� WKH� UHDO� HVWDWH� FUHGLW� PDUNHWV� DUH� VWLOO� TXLWH� VHJPHQWHG� LQ� WKH� (8�� ,Q� SDUWLFXODU�
FRQWUDFWXDO� DQG� LQVWLWXWLRQDO� IHDWXUHV� DUH� VWLOO� ODUJHO\� FRXQWU\�VSHFLILF� DQG� WKHUH� DUH� ODUJH
GLIIHUHQFHV�LQ�WKH�OHYHOV�RI�RXWVWDQGLQJ�FUHGLW�ZLWK�UHVSHFW�WR�*'3��7DEOHV���D�DQG���D���+LJK�UDWLRV
RI� FUHGLW� WR� WKH�*'3�PLJKW� LQGLFDWH� D� JUHDWHU� EXUGHQ� IRU� EDQN� FXVWRPHUV�� EXW�REYLRXVO\�RWKHU
IDFWRUV�QHHG�WR�EH�WDNHQ�LQWR�DFFRXQW��VHH�6HFWLRQ�����EHORZ��

$FFRUGLQJ�WR�GDWD�FROOHFWHG�E\�WKH�(XURSHDQ�0RUWJDJH�)HGHUDWLRQ��(0)���LQFUHDVHV�LQ�OHQGLQJ�DQG
SULFHV�KDYH�HYROYHG�LQ�D�ODUJHO\�VLPLODU�IDVKLRQ�LQ�VHYHUDO�FRXQWULHV��7DEOHV���D�DQG�E��7DEOHV���D�DQG
E���%DVHG�RQ�WKH�0),�VWDWLVWLFV��WKH�UDWH�RI�OHQGLQJ�JURZWK�IRU�KRXVLQJ�SXUSRVHV�KDV�JHQHUDOO\�EHHQ
VXVWDLQHG�LQ������LQ�WKH�HXUR�DUHD�

$V�LV�WKH�FDVH�ZLWK�UHDO�HVWDWH�SULFH�LQFUHDVHV��PRUWJDJH�OHQGLQJ�JURZWK�UDWHV�KDYH�EHHQ�KLJK�IRU
,(�DQG�1/��$OVR�LQ�(6�JURZWK�KDV�EHHQ�EULVN��DQG�OLNH�LQ�37��DV�ZHOO�DV�LQ�,7��OHQGLQJ�KDV�LQFUHDVHG
IDVWHU�WKDQ�SULFHV��SRVVLEO\�UHIOHFWLQJ�D�ORZ�LQLWLDO�OHYHO�RI�RXWVWDQGLQJ�GHEW��6RPH�RWKHU�FRXQWULHV
H[KLELW� IDVWHU� UHFHQW� JURZWK� UDWHV� DV� ZHOO�� +RXVHKROG� PRUWJDJHV� FOHDUO\� VHHP� WR� H[FHHG
FRPPHUFLDO�PRUWJDJHV�LQ�YROXPH��EXW�WKH�ODWWHU�KDYH�W\SLFDOO\�HQWDLOHG�PRUH�FUHGLW�ULVN��RZLQJ�WR
WKH�KLJKHU�YRODWLOLW\�RI�SULFHV�

� 5LVNV�IRU�EDQNV

7KLV�VHFWLRQ�DLPV�WR�UHYLHZ�WKH�PDLQ�FKDQQHOV�WKURXJK�ZKLFK�EDQNV�ZRXOG�EH�DIIHFWHG�VKRXOG�VWRFN
DQG�UHDO�HVWDWH�SULFHV�H[SHULHQFH�D�VKDUS�IDOO��,Q�SDUWLFXODU��WKH�ULVNV�WR�(8�EDQNV�DUH�DVVHVVHG�E\
GLVWLQJXLVKLQJ�ILYH�SRVVLEOH�VRXUFHV�RI�GLVWUHVV�

�D� FUHGLW�ULVN��L�H��WKH�ULVN�RI�D�VHYHUH�UHGXFWLRQ�LQ�FROODWHUDO�YDOXHV�DQG�RI�LQFUHDVLQJ�GHIDXOWV�RI
FXVWRPHUV�ZKR�KDYH�WDNHQ�OHYHUDJHG�SRVLWLRQV�LQ�WKH�WZR�PDUNHWV�FRQFHUQHG�

�E� PDUNHW�ULVN��L�H��WKH�ULVN�EDQNV�LQFXU�DV�GLUHFW�LQYHVWRUV�LQ�WKH�UHDO�HVWDWH�DQG�VWRFN�PDUNHWV�

�F� UHGXFWLRQ� LQ�SURILWDELOLW\�� L�H�� WKH� ULVN�RI� DQ�DEUXSW� UHGXFWLRQ� LQ�RYHUDOO� UHWXUQV� IURP�EDQNLQJ
DFWLYLW\�DV�WKH�IDOO�LQ�WUDGLWLRQDO�LQFRPH�LV�QR�ORQJHU�FRPSHQVDWHG�IRU�E\�DQ�DGHTXDWH�IORZ�RI
IHHV�DQG�FRPPLVVLRQV�IURP�WUDGLQJ��LQYHVWPHQW�EDQNLQJ�DQG�DVVHW�PDQDJHPHQW�VHUYLFHV�

�G� UH�FDSLWDOLVDWLRQ�RI�VXEVLGLDULHV��L�H��WKH�ULVN�WKDW�EDQNV�DUH�FDXJKW�LQ�WKH�GLIILFXOWLHV�RI�VSHFLDOLVHG
QRQ�EDQN�VXEVLGLDULHV�RU�FRQQHFWHG�HQWLWLHV�GHHSO\� LQYROYHG� LQ�WKH�UHDO�HVWDWH�RU�VHFXULWLHV
GHDOLQJ�EXVLQHVVHV�

�H� ´VHFRQG� URXQGµ� HIIHFWV�� L�H�� WKH� ULVNV� UHODWHG� WR� DGYHUVH� FKDQJHV� LQ� WKH�PDFURHFRQRPLF� DQG
ILQDQFLDO�HQYLURQPHQW�WKDW�FRXOG�EH�OLQNHG�WR�D�SHULRG�RI�GHFOLQLQJ�DVVHW�SULFHV�

7KH�FUHGLW�ULVN�FKDQQHO�LV�OLNHO\�WR�EH�WKH�PRVW�LPSRUWDQW�VRXUFH�RI�FRQFHUQ�IRU�EDQNV��3ULPD�IDFLH�
LW�VHHPV�WKDW�WKH�PDMRU�ULVN�OLHV�LQ�D�UHDO�HVWDWH�PDUNHW�VOXPS��VLQFH�QHLWKHU�WKH�GLUHFW�H[SRVXUH�RI
EDQNV� WR� VWRFN�PDUNHW� GHYHORSPHQWV� QRU� WKH� LQGLUHFW� H[SRVXUH� WKURXJK� WKH� ILQDQFLQJ� RI� VWRFN
LQYHVWPHQWV� LV� FXUUHQWO\� FRQVLGHUHG� WR� EH� YHU\� ODUJH� LQ� (8� FRXQWULHV�� ,W� FRXOG� EH� WKDW� D� VWRFN
PDUNHW� FRUUHFWLRQ� ZRXOG� ODUJHO\� DIIHFW� EDQNV� WKURXJK� WKH� LQGLUHFW� HIIHFWV� RQ� RYHUDOO� HFRQRPLF
SHUIRUPDQFH�DQG�FXVWRPHU�ZHDOWK��%HFDXVH�RI� LQFRPSOHWH�HPSLULFDO� HYLGHQFH�RQ� WKH�FUHGLW� ULVN
YLV�j�YLV� VWRFN�PDUNHWV�DQG�RQ�WKH�UHOHYDQFH�RI� WKH�´VHFRQG�URXQGµ�HIIHFWV��RQH�VKRXOG�QRW� UXOH
RXW�WKH�UHOHYDQFH�RI�WKH�ULVNV�EDQNV�FXUUHQWO\�IDFH��

� $Q� DGYHUVH� LPSDFW� RQ� EDQNV·� UHSXWDWLRQV� FRXOG� DGGLWLRQDOO\� IROORZ� LI� EDQNV� KDYH� DFWLYHO\� PDUNHWHG� LQYHVWPHQW� SURGXFWV� FDXVLQJ
VLJQLILFDQW�ORVVHV�IRU�FXVWRPHUV�
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����&UHGLW�ULVN�FKDQQHO

$V�HYLGHQFHG�E\�VRPH�SDVW�LQFLGHQFHV�RI�EDQNLQJ�FULVHV��EDQNV�FDQ�EH�DW�WKH�FHQWUH�RI�WKH�SURFHVV
RI�UDSLG�GHFOLQHV�LQ�DVVHW�SULFHV��%DQN�ORDQV�DUH�JHQHUDOO\�WKH�PRVW�SURPLQHQW�VRXUFH�RI�ILQDQFH�IRU
KRXVHKROGV�DQG�DOVR�RIWHQ�IRU�ILUPV�LQYHVWLQJ�LQ�WKH�VWRFN�H[FKDQJH�DQG�LQ�WKH�UHDO�HVWDWH�PDUNHW�
7KHUHIRUH��DV�DVVHW�SULFHV�EHJLQ�WR�GHFOLQH��ERUURZHUV�EHFRPH�LQFUHDVLQJO\�XQDEOH�WR�PHHW�WKHLU
REOLJDWLRQV�DQG�VWDUW�JRLQJ�EDQNUXSW��VR�WKDW�WKH�TXDOLW\�RI�ORDQ�ERRNV�UDSLGO\�GHWHULRUDWHV��$V�WKH
VKDUH� RI� QRQ�SHUIRUPLQJ� DVVHWV� DQG� SURYLVLRQLQJ� QHHGV� LQFUHDVH�� WKH� FRYHUDJH� VXSSOLHG� E\
FROODWHUDO�ZRXOG�GLPLQLVK��)XUWKHUPRUH��ZKHQ�FROODWHUDO� LV�H[FHVVLYHO\�VXSSOLHG�WR�WKH�PDUNHW�� LWV
SULFH� FDQ� IDOO� IXUWKHU�� LQ� SDUWLFXODU�� LQ� ORFDO� DQG� IUDJPHQWHG� PDUNHWV� DQG� EDQNV·� FKDQFHV� RI
UHSD\PHQW� WKHUHIRUH�ZHDNHQ��+HQFH��DVVHW�SULFH�GHIODWLRQ�FDQ�EH� VHHQ�DV� WKH�PDMRU� DJJUDYDWLQJ
IDFWRU�IRU�FUHGLW�ULVN��+RZHYHU��LQ�RUGHU�WR�DSSUHFLDWH�WKH�H[SRVXUH�WR�FUHGLW�ULVN�LQ�WKH�HYHQW�RI
D�VKDUS�UHYHUVDO�RI�SULFHV��LW�LV�XVHIXO�WR�H[DPLQH�WKH�PDLQ�DVSHFWV�RI�FUHGLW�ULVN�LQ�IXUWKHU�GHWDLO�

����$PRXQW�RI�FUHGLW�H[WHQGHG�� ,W� LV� LPSRUWDQW�WR�JDLQ�XQGHUVWDQGLQJ�RI�WKH�UROH�EDQN�ORDQV
KDYH� SOD\HG� LQ� VXVWDLQLQJ� SULFH� ULVHV�� ,QFUHDVHG� DVVHW� SULFHV�� ZKHQ� UHODWHG� WR� IXQGDPHQWDO
LPSURYHPHQWV� LQ� WKH�HFRQRPLF�RXWORRN�RU�GHFOLQHV� LQ� UHDO� LQWHUHVW� UDWHV�� FDQ� OHDG� WR� LQFUHDVHG
ERUURZLQJ��+RZHYHU��EDQN�OHQGLQJ�PD\�DOVR�FDXVH�XSZDUG�SUHVVXUHV�RQ�DVVHW�SULFHV��LQ�SDUWLFXODU
LI�EDQNV�UHOD[�WKHLU�OHQGLQJ�VWDQGDUGV��)RU�H[DPSOH��WKH�6FDQGLQDYLDQ�DQG�-DSDQHVH�FULVHV��%R[HV��
DQG����ZHUH�SUHFHGHG�E\�VSHFWDFXODU�GRXEOH�GLJLW�QRPLQDO�DQG�HYHQ�UHDO�JURZWK�UDWHV�LQ�OHQGLQJ�
UHVXOWLQJ� IURP�� LQWHU� DOLD�� H[FHVVLYHO\� UHOD[HG� OHQGLQJ� VWDQGDUGV��� ,Q� SDUWLFXODU�� WKH� EXLOG�XS� RI
H[SRVXUHV� WRZDUGV� FRXQWHUSDUWV� GHHSO\� LQYROYHG� LQ� LQYHVWLQJ� LQ� WKH� VWRFN� H[FKDQJH� DQG� LQ� UHDO
HVWDWH� �VHFXULWLHV� GHDOHUV�� EXLOGLQJ� FRQWUDFWRUV�� FRXOG� VHUYH� DV� OHDGLQJ� LQGLFDWRUV� RI� SRWHQWLDO
GLVWUHVV�

8QIRUWXQDWHO\��ZKLOH�WKH�GLVWLQFW�IHDWXUHV�RI�PRUWJDJH�ORDQV�XVXDOO\�DOORZ�WKH�DPRXQW�DQG�WKH�UDWH
RI�JURZWK�RI�ORDQV�ILQDQFLQJ�UHDO�HVWDWH�LQYHVWPHQWV�WR�EH�LGHQWLILHG��OLWWOH�LQIRUPDWLRQ�H[LVWV�DV�WR
WKH�UROH�RI�EDQN�ORDQV�LQ�FRQWULEXWLQJ�WR�SULFH�JURZWK�LQ�WKH�VWRFN�PDUNHW��*HQHUDOO\�VSHDNLQJ��LW�LV
TXLWH�FRPPRQ�IRU�DQ�XSZDUG�WUHQG�LQ�FUHGLW�DJJUHJDWHV�WR�SUHFHGH��RU�DW�OHDVW�DFFRPSDQ\��D�VXUJH
LQ� VWRFN� SULFHV�� +RZHYHU�� DYDLODEOH� VXSHUYLVRU\� GDWD� JHQHUDOO\� GR� QRW� DOORZ� WKH� QDWXUH� RI� WKH
UHODWLRQ�DQG�WKH�UHOHYDQFH�RI�FUHGLW�ULVN�WR�EH�TXDQWLILHG�LQ�D�PRUH�SUHFLVH�PDQQHU��2Q�WKH�RWKHU
KDQG�� LQ�PRVW�(8�FRXQWULHV�VXSHUYLVRUV·�SHUFHSWLRQ� LV� WKDW�VWRFN� LQYHVWPHQWV�RQO\�UHO\�RQ�EDQN
ILQDQFLQJ�WR�D�OLPLWHG�H[WHQW��,Q�WKH�8.�WKHUH�LV�GLIIHUHQW�HYLGHQFH�RI� ORDQV�WR�VHFXULWLHV�GHDOHUV�
ZKLFK�DPRXQWHG�WR�DURXQG�����RI�WRWDO�ORDQV�DW�WKH�HQG�RI�-XQH�������(YHQ�WKRXJK�WKH�DPRXQW�LV
QRW�FRPSDUDEOH�ZLWK� WKH�UHOHYDQFH�RI�UHDO�HVWDWH� OHQGLQJ�� LW� VWLOO� VLJQDOV� WKDW�D�SRVVLEOH�HIIHFW�RQ
EDQNV�FDQQRW�EH�UXOHG�RXW��,Q�6(��KRZHYHU��WKH�FRUUHVSRQGLQJ�ILJXUH�LV�OHVV�WKDQ�����IRU�H[DPSOH�

� ,Q� )LQODQG� WKHUH� ZDV� D� FORVH� ���� UHODWLRQVKLS� EHWZHHQ� LQGLYLGXDO� EDQNV·� OHQGLQJ� JURZWK� DQG� VXEVHTXHQW� QRQ�SHUIRUPLQJ� DVVHWV�
DFFRUGLQJ�WR�9LKULlOl��������
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Banking crises in Norway and Sweden

Finland, Norway and Sweden experienced severe banking crises, which culminated in 1992 and 1993. The

Norwegian and Swedish crises were more clearly related to a real estate market bubble than the Finnish crisis,

which was caused more by a very rapid accumulation of debt in the corporate sector, especially foreign

currency-denominated debt, and was prompted by the deep recession in Finland and the severe depreciation of

the Finnish markka.

The ex post reviews of the Norwegian and Swedish crises have concluded that credit deregulation in

conjunction with low or even negative real after-tax interest rates resulted in a heavy increase in bank lending,

leading to an upward spiral in real estate prices.9 Improved access to borrowing led to increased demand and

prices for real estate, which, in turn, raised collateral values and gave rise to even more borrowing. In the case

of Norway, this primarily concerned the residential market and household loans, while in Sweden more

problems arose on the commercial side. In Sweden the weighted average of nominal residential and

commercial real estate prices more than doubled from 1980 to 1990, while in Norway the rise in the residential

prices alone was more than 300% over the same period. Herring and Wachter (1999) noted that, after the

liberalisation measures of 1985, Swedish banks started to compete heavily with finance companies already

involved in real estate lending, and, consequently, property prices began to rise much more rapidly. Finance

companies were not as tightly regulated as banks and made riskier loans than banks. Consequently, there was a

significant surge of more than 60% in real estate prices from 1987 to 1990. As an additional aspect, it seems

that lending decisions were based more on the collateral value than on borrowers’ income flows.

The cycle took place somewhat earlier in Norway, where nominal bank credit grew at annual rates of 16% to

32% from 1981 to 1987. In Sweden the annual credit growth rates were 15% to 34% from 1986 to 1990.

Substantial investments in real estate were reflected in plummeting household savings’ ratios (on average, -5%

in Norway from 1986 to 1988 and -3% in Sweden from 1987 to 1990) and a deteriorating private sector

financial balance (reaching a deficit of 8% of GDP in Sweden in 1990). Hence, the indebtedness in the

economy heavily increased and financial fragility became much more widespread. In Sweden the total private

credit to GDP ratio rose from 0.9 to 1.5 from 1980 to 1990.

Step by step, the two economies became increasingly vulnerable to shocks to the real estate price development.

The booms ended abruptly in both countries with the beginning of an economic slowdown, tax reforms and a

rise in real interest rates. The ability of the fragile customers to service their debt decreased substantially and

increased loan losses were an inevitable consequence for banks. Since the nominal real estate price falls were

of the order of magnitude of 20% to 30% in the two countries over two years respectively, collateral did not

provide even close to full protection, particularly since in inflation-adjusted terms the price falls were much

greater. In Sweden inflation-adjusted prices collapsed to a level just below that achieved in 1982. The impact

through the “credit risk channel” was heightened by the fact that many loans were collateralised by real estate,

as encouraged by the history of low associated risk, even if granted for other purposes. Furthermore, in Sweden

banks were exposed to the real estate markets via finance companies.

The bad loan provisions rose to annually 2% to 3% of total assets in Norway from 1988 to 1992 and to 2% to

5% in Sweden from 1991 to 1993. In Norway the three largest commercial banks had to make provisions that

wiped out their capital and the government took control of these banks. In Sweden the crisis began when one

finance company had to suspend its payments following major losses on its real estate loans and shares in real

estate holding companies. Consequently, the Swedish Parliament was forced to issue an early emergency

degree in order to maintain financial stability, guaranteeing that banks and certain other credit institutions

would always meet their commitments. Subsequently, three banks received some form of government support.

� 6HH�%HUJ��������DQG�%lFNVWU|P���������7KH�ILJXUHV�PHQWLRQHG�LQ�%R[���DUH�DOVR�IURP�WKHVH�WZR�VRXUFHV�
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$V�IDU�DV�WKH�UHDO�HVWDWH�PDUNHW�LV�FRQFHUQHG��FRXQWULHV�ZKHUH�SULFHV�KDYH�JURZQ�PRVW�UDSLGO\��,(
DQG�1/�� KDYH� H[SHULHQFHG� UDSLG� QRPLQDO� JURZWK� LQ� OHQGLQJ� WR� WKLV� VHFWRU�� ,Q� ,(� WKH� LPSUHVVLYH
LQFUHDVH� LQ� PRUWJDJH� OHQGLQJ� �PRUH� WKDQ� ���� LQ� ����� DQG� ������ KDV� EHHQ� FRXSOHG� ZLWK� DQ
LQFUHDVHG�VKDUH�RI�ORDQV�WR�FRQVWUXFWLRQ�FRPSDQLHV��KRWHOV�DQG�UHVWDXUDQWV��ZKLFK�JHQHUDOO\�FDUU\
JUHDWHU� ULVNV�� %XW� WKH� SDFH� RI� JURZWK� RI� ORDQV� WR� WKH� UHDO� HVWDWH� VHFWRU� KDV� UHFHQWO\� DOVR
DFFHOHUDWHG�LQ�D�QXPEHU�RI�RWKHU�(8�FRXQWULHV�

7KH�PDUNHW�HQYLURQPHQW�VHHPV�WR�EH�FKDUDFWHULVHG�E\�WLJKWHQLQJ�FRPSHWLWLRQ��DOVR� LQ�FRXQWULHV
ZKHUH� WKH�GHJUHH�RI� EDQNLQJ� FRQFHQWUDWLRQ� LV� SDUWLFXODUO\� KLJK��$FFRUGLQJO\�� WKH� DFFHOHUDWLRQ� LQ
OHQGLQJ�KDV�GULYHQ�D�PDUNHG�IDOO� LQ� LQWHUHVW�UDWHV�FKDUJHG�RQ�QHZ�OHQGLQJ�RSHUDWLRQV��VRPHWLPHV
PXFK� ODUJHU� WKDQ� WKH�GHFUHDVH� LQ�RYHUDOO� UDWHV�HDUQHG�RQ� ORDQ�VWRFNV��$� VLJQLILFDQW� UHGXFWLRQ� LQ
EDQNV·� OHQGLQJ�PDUJLQV�ZDV� UHSRUWHG� IRU� %(�� )5�� (6�� ,(��1/��$7�� ),�� 6(� �UHIHUULQJ� WR� WKH� HQWLUH
FUHGLW�PDUNHW��DQG�WKH�8.����1HZ�HQWU\�LV�UHJDUGHG�DV�RQH�VLJQLILFDQW�GHWHUPLQDQW�IRU�WKH�LQFUHDVH
LQ�FRPSHWLWLRQ�IRU�,(�DQG�WKH�8.�

5HDO�HVWDWH�OHQGLQJ�VKRZV�VLJQLILFDQWO\� ORZHU�UDWHV�RI�JURZWK�LQ�FRXQWULHV�ZKHUH�SURSHUW\�SULFHV
PDLQWDLQ�PRUH�VWDEOH�G\QDPLFV��$7��'(���LQGLFDWLQJ�WKH�UHOHYDQFH�RI�WKH�FUHGLW�ULVN�FKDQQHO�ZKHQ�D
UHYHUVDO�LQ�SULFHV�RFFXUV�

%R[��

Banking crisis in Japan

There was a period of spectacular real estate price growth in Japan starting around the mid-1970s. For instance,

commercial property prices in Tokyo recorded a threefold increase between 1980 and 1990. The inflated value

of collateral also induced a further extension of credit in Japan. Confident that the trend of increasing prices

would continue into the future, banks did not put in place serious credit assessment procedures. As a result,

direct lending to property and construction reached nearly 15% of the aggregated balance sheet total of banks

in 1991, as compared with 9% ten years earlier. This direct exposure was reinforced by an indirect exposure

through the “Jusen” institutions. The Jusen institutions were subsidiaries of banks set up in the 1970s to

conduct mortgage credit activities deemed too risky for banks.
11

The counterpart of this evolution took place in the financial position of companies. As indicated by Davis

(1995), the ratio of corporate debt to GDP reached 136% in 1990. Moreover, the financial balance of firms was

negative by 9% of GDP. The financial position of households deteriorated as well. Whereas the net saving of

households reached 11% of GDP in 1979, the corresponding 1989 figure was only 3% of GDP.

The asset price bubble began to deflate in 1990, which was reinforced by the onset of a recession in 1991.

Given the initial financial fragility of the corporate and, to a lesser extent, the household sector, this adverse

environment produced a sharp increase in the rate of customer defaults. According to the BIS, problem loans,

i.e. non-performing loans and restructured loans, reached 40% of banks’ Tier 1 capital at the end of 1992. As

real estate prices depreciated by 24% from 1990 to 1992, collateral did not provide an effective cushion against

those developments. Consequently, banks’ post-tax profit declined from 0.24% of assets in 1989 to 0.11% in

1992.

This impact via the credit risk channel was reinforced by the decline in stock prices. Residential and

commercial real estate prices in Japan continued to decline throughout the 1990s, thereby contributing to a

long lasting banking crisis in Japan.

�� ,Q�1/�WKH�PDUJLQV�ZLGHQHG�DJDLQ�LQ���������
�� 6HH�'DYLV���������/DWWHU���������&DUJLOO�HW��DO���������DQG�+HUULQJ�DQG�:DFKWHU��������
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����)UDJLOLW\�RI�FXVWRPHUV��,Q�LWVHOI��JURZWK�LQ�OHQGLQJ�DFWLYLW\�LV�QRW�ZRUU\LQJ�LI�LW�LV�QRW�FRXSOHG
ZLWK�DQ�LQFUHDVHG�ULVN�RI�FXVWRPHU�GHIDXOWV��,I�DYDLODEOH�DQG�WLPHO\�� LQIRUPDWLRQ�RQ�WKH�IUDJLOLW\�RI
EDQNV·�FRXQWHUSDUWV� LQ� WKH�UHODWHG� OHQGLQJ�FDQ�SURYH�YHU\�KHOSIXO� IRU� D�SURSHU�XQGHUVWDQGLQJ�RI
FUHGLW�ULVNV�LQFXUUHG�E\�EDQNV��7KH�PRVW�PHDQLQJIXO�LQGLFDWRUV�DUH�WKRVH�PHDVXULQJ�WKH�GHEW�VHUYLFH
FDSDELOLW\� DQG� WKH� OHYHUDJH� RI� WKH� FXVWRPHUV���� $� GLVWLQFWLRQ� EHWZHHQ� GLIIHUHQW� FRXQWHUSDUWV� LV
QHFHVVDU\��VLQFH�WKH�KRXVHKROG�VLGH�LV�JHQHUDOO\�OHVV�ULVN\�WKDQ�WKH�FRUSRUDWH�VLGH��7KH�KLJK�OHYHO
RI� OHYHUDJH�RI�SURSHUW\�GHYHORSHUV�RU�RZQHUV�KDV�� LQ�WKH�SDVW��EHHQ�D�PDMRU� IDFWRU�GHWHUPLQLQJ
KXJH�ORVVHV�IRU�EDQNV�LQ�WKH�HYHQW�RI�D�UHDO�HVWDWH�FULVLV���

$W�SUHVHQW�WKH�GHEW�VHUYLFLQJ�FDSDELOLWLHV�RI�KRXVHKROGV�DQG�ILUPV�GR�QRW�SURYLGH�HYLGHQW�VLJQV�RI
IUDJLOLW\�� 7KH� VLJQLILFDQW� GHFUHDVH� LQ� LQWHUHVW� UDWHV� KDV� JHQHUDOO\� EDODQFHG� WKH� LQFUHDVH� LQ� GHEW
EXUGHQ�� VR� WKDW� WKH� SURSRUWLRQ� RI� LQWHUHVW� H[SHQGLWXUH� LQ� KRXVHKROGV·� GLVSRVDEOH� LQFRPH� RU� LQ
ILUPV·�RSHUDWLQJ�SURILWV�KDV�QRW� LQFUHDVHG� LQ� OLQH�ZLWK�WKH� LQFUHDVHV� LQ� OHQGLQJ� �DFWXDOO\��GHFOLQLQJ
YDOXHV� FDQ� EH� REVHUYHG� LQ� D� QXPEHU� RI� FRXQWULHV��� 7KH� DYHUDJH� LQWHUHVW� EXUGHQ� RI� ERWK
KRXVHKROGV� DQG� ILUPV� LV� ORZHU� WKDQ� WKH� SHDN� OHYHOV� UHJLVWHUHG� LQ� WKH� SDVW� LQ� DOO� (8� FRXQWULHV�
UHIOHFWLQJ� KLVWRULFDOO\� ORZ� OHYHOV� RI� QRPLQDO� LQWHUHVW� UDWHV� GXULQJ� WKH� ILUVW� KDOI� RI� �������� )LVFDO
LQFHQWLYHV� RU� ILQDQFLDO� LQQRYDWLRQV�� DLPHG� DW� IXOO\� H[SORLWLQJ� WKH� WD[� GHGXFWLELOLW\� RI� PRUWJDJH
LQWHUHVWV� KDYH� FRQWULEXWHG� LQ� ,(� DQG� 1/�� LQWHU� DOLD�� WR� DYRLGLQJ� D� PDMRU� GHWHULRUDWLRQ� LQ� GHEW
VHUYLFLQJ�FDSDELOLWLHV�

2WKHU�LQGLFDWRUV�RI�ILQDQFLQJ�GLIILFXOWLHV�H[SHULHQFHG�E\�FXVWRPHUV��VXFK�DV�WKH�UDWLR�RI�DUUHDUV�IRU
ERWK�PRUWJDJHV� DQG� RWKHU� ORDQV�� KDYH� QRW� VKRZQ� DQ\� WHQGHQF\� WR� LQFUHDVH� HLWKHU�� DQG� DUH� DW
KLVWRULFDOO\� ORZ� OHYHOV�� +RZHYHU�� WKH� ODFN� RI� GHEW� VHUYLFLQJ� SUREOHPV� VKRXOG� QRW� EH� WDNHQ� DV� D
OHDGLQJ�LQGLFDWRU�RI�IUDJLOLW\��VLQFH�DV�ORQJ�DV�UHDO�HVWDWH�SULFHV�DUH�LQFUHDVLQJ�DQG�WKH�HFRQRP\�LV
UHFRYHULQJ� WKH�EXUGHQ�RI�GHEW� LV�XVXDOO\� VXVWDLQDEOH�� 3UREOHPV�XVXDOO\� DULVH�ZKHQ� LQWHUHVW� UDWHV
ULVH�DQG�ERUURZHUV�VWDUW� WR�HQWHU� LQWR�D�GLVWUHVVHG�VLWXDWLRQ��ZKLFK� LV� OLNHO\� WR�RFFXU�DW�RQFH� LI
WKH\� KDYH� HQWHUHG� LQWR� IORDWLQJ� UDWH� FRQWUDFWV� RU� DIWHU� D� ZKLOH� LI� WKH� UDWH� LV� IL[HG� IRU� D
SUHGHWHUPLQHG�SHULRG�RI�WLPH��7KHUHIRUH��D�EHWWHU�LQGLFDWRU�RI�FXVWRPHUV·�IUDJLOLW\�LV�SURYLGHG�E\
WKH�´PDUJLQDOµ�LQWHUHVW�EXUGHQ��DQ�LVVXH�WKDW�LV�DGGUHVVHG�EHORZ�

1RQHWKHOHVV��VRPH�VLJQV�RI�LQFUHDVHG�IUDJLOLW\�FDQ�EH�VHHQ�E\�ORRNLQJ�DW�WKH�GHJUHH�RI�OHYHUDJH��H�J�
GHEW�WR�LQFRPH�UDWLRV���,Q�SDUWLFXODU��KRXVHKROG�VHFWRU�OHYHUDJH�KDV�LQFUHDVHG�LQ�FRXQWULHV�ZKLFK
KDYH�ZLWQHVVHG�VWURQJ�JURZWK�LQ�FUHGLW�GHPDQG��6LQFH�LQGHEWHGQHVV�RI�ERWK�KRXVHKROGV�DQG�ILUPV
ZDV� DW� UHODWLYHO\� ORZ� OHYHOV� EHIRUH� WKH� UHFHQW� LQFUHDVH� LQ� ERUURZLQJ�� UHODWLYHO\� ORZ� OHYHOV� RI
OHYHUDJH� VWLOO� FKDUDFWHULVH� EDQN� FXVWRPHUV� LQ� ,(�� 7KH� UDWLR� RI� GHEW� WR� GLVSRVDEOH� LQFRPH� DOVR
DSSHDUV� WR�KDYH�ULVHQ� LQ�(6��1/��37�DQG�WR�D� OHVVHU�H[WHQW� LQ� WKH�8.�� DOVR� UHIOHFWLQJ�²� LQ�37�²
FDWFKLQJ�XS�LQ�WHUPV�RI�WKH�KRXVHKROG�GHEW�OHYHO��WKH�KRXVHKROG�GHEW�WR�GLVSRVDEOH�LQFRPH�UDWLR
LQFUHDVHG� IURP����� LQ������ WR����� LQ�������� )LQDOO\�� LQ�),� WKH�GHFOLQLQJ� WUHQG� LQ� WKH�GHJUHH�RI
LQGHEWHGQHVV�RI�KRXVHKROGV�KDV�VWRSSHG��7KH�DYDLODEOH�LQGLFDWRUV�RI�FRUSRUDWH�OHYHUDJH��(6��37��),�
6(� DQG� WKH� 8.�� VHHP� WR� EH� IDYRXUDEOH�� DV� DW� OHDVW� QR� VXEVWDQWLDO� QHJDWLYH� GHYHORSPHQWV� DUH
HYLGHQW��$JDLQ��DYDLODEOH�GDWD�RQ�KRXVHKROG�DQG�FRUSRUDWH�OHYHUDJH�GR�QRW�FDXVH�VHULRXV�FRQFHUQ�
EXW�DYHUDJH�ILJXUHV�FDQ�REVFXUH�D�GHWHULRUDWLRQ�LQ�WKH�ILQDQFLDO�VLWXDWLRQ�RI�PRUH�IUDJLOH�FXVWRPHUV�

�� :KHQ�SRVVLEOH��DJJUHJDWH�LQIRUPDWLRQ�IURP�QDWLRQDO�ILQDQFLDO�DFFRXQWV�VKRXOG�EH�VXSSOHPHQWHG�ZLWK�PLFUR�GDWD�IURP�EDODQFH�VKHHW
RU�FUHGLW�UHJLVWHU�VRXUFHV��LQ�RUGHU�WR�IRFXV�WKH�DWWHQWLRQ�RQ�WKH�WDLO�HQG�RI�GLVWULEXWLRQ��ZKHUH�WKH�SUREDELOLW\�RI�GHIDXOW�LV�KLJKHU�

�� 2Q�WKH�EDVLV�RI�GHWDLOHG���������GDWD�WUDQVPLWWHG�E\�D�8.�EDQN��'DYLV� �������EURNH�GRZQ�SURYLVLRQV�DFFRUGLQJ� WR� WKH�HFRQRPLF
VHFWRU�RI�WKH�ERUURZHU�� ,Q�WKLV�DQDO\VLV��KH�VKRZHG�WKDW� WKH�PRUH�ULVN\�VHFWRUV��E\� IDU��ZHUH�SURSHUW\�FRPSDQLHV�DQG�QRQ�LQVXUDQFH
ILQDQFLDO�FRPSDQLHV�

�� ,Q� ,(�� IRU� H[DPSOH�� WKH� DYHUDJH�PRUWJDJH� UHSD\PHQW� EXUGHQ� �LQWHUHVW� DQG� SULQFLSDO�� KDV� ULVHQ� IURP� ���� WR� ���� RI� KRXVHKROGV·
GLVSRVDEOH� LQFRPH� IURP������ WR�������ZKLOH� VWLOO� UHPDLQLQJ� EHORZ� WKH�SHDN� YDOXHV�� ,Q� (6� WKH�SURSRUWLRQ� RI� LQWHUHVW� SD\PHQWV� LQ
KRXVHKROGV·�GLVSRVDEOH�LQFRPH�GHFUHDVHG�IURP������LQ������WR������LQ�������ZKLOH� LQ�WKH�8.�LW�KDV�GHFOLQHG�IURP�DQ�DYHUDJH�RI
�����VLQFH�WKH�����V�WR�������7KH�LQWHUHVWV�SDLG�E\�)5�KRXVHKROGV�DPRXQWHG�WR������RI�GLVSRVDEOH�LQFRPH�LQ�������FRPSDUHG�ZLWK
�����LQ������



(&%�$VVHW�3ULFHV�DQG�%DQNLQJ�6WDELOLW\�•�$SULO����� ��

����'LVWULEXWLRQ� RI� ERUURZHUV�� $VVHVVLQJ� DYHUDJH� FUHGLW� TXDOLW\� DORQH� LV� QRW� VXIILFLHQW�� VLQFH
EDQNV�PD\�KDYH�ERUURZHUV�WKDW�DUH�KLJKO\�H[SRVHG�WR�DQ�DVVHW�SULFH�GHFOLQH��7KHUH�LV�D�SDUWLFXODU
SUREOHP� UHODWHG� WR� ´PDUJLQDOµ� ERUURZHUV�� (YHQ� WKRXJK� D� EDQN� KDV� VXIILFLHQW� ULVN� FRYHUDJH� RQ
DYHUDJH��WKH�ODWHVW�HQWUDQWV�LQ�WKH�UHDO�HVWDWH�RU�VWRFN�PDUNHWV�DUH�HVSHFLDOO\�YXOQHUDEOH��VLQFH�WKH\
KDYH�ERUURZHG�ZKHQ�SULFHV�ZHUH�FORVH�WR�WKH�SHDN�DQG�SRVVLEO\�H[SHFWHG�WKDW�VWDWH�RI�DIIDLUV�WR
FRQWLQXH��7KHVH�ERUURZHUV�ZRXOG�H[SHULHQFH�WKH� ODUJHVW�FDSLWDO� ORVVHV�DQG�WKH� ODUJHVW�WKUHDW�RI
GHIDXOW��2QFH�WKHVH�ERUURZHUV�IDFH�WKH�SRVVLELOLW\�RI�GHIDXOW��WKH\�DUH�DOVR�OLNHO\�WR�WDNH�LQFUHDVLQJ
ULVNV��PRUDO�KD]DUG���7KLV�ZRXOG�OHDG�WR�D�GHWHULRUDWLRQ�LQ�WKH��DYHUDJH��ORDQ�TXDOLW\�RQFH�WKH�SHDN
RI�WKH�DVVHW�SULFH�F\FOH�LV�EHLQJ�DSSURDFKHG��$�GHWHULRUDWLRQ�LQ�ORDQ�TXDOLW\�PD\�DOVR�UHVXOW��DV�WKH
WRS� RI� WKH� F\FOH� LV� EHLQJ� DSSURDFKHG�� LI� LQFUHDVLQJO\�ZRUVH� SURMHFWV� EHFRPH� ILQDQFHG� DV� VRXQG
SURGXFWLYH�LQYHVWPHQW�RSSRUWXQLWLHV�KDYH�DOUHDG\�UHFHLYHG�ILQDQFLQJ��DGYHUVH�VHOHFWLRQ��

7KHUH�H[LVWV�VRPH�HYLGHQFH�SRLQWLQJ�WR�D�KLJKHU� IUDJLOLW\�RI�WKH� ODVW�HQWUDQWV�� ,Q�1/�WKH�UDWLR�RI
KRXVHKROGV·�QHZO\�QHJRWLDWHG�PRUWJDJH� ORDQV� WR�GLVSRVDEOH� LQFRPH� LQFUHDVHG�WR����� LQ�������D
UHODWLYHO\�KLJK�OHYHO�FRPSDUHG�ZLWK������������DQG�ZLWK�D�UHODWLYHO\�VWDEOH�YDOXH�RI�WKH�UDWLR�LQ�WKH
SHULRG�IURP������WR������������,Q�WKH�8.�WKH�FXUUHQW�DYHUDJH�LQLWLDO�SD\PHQW�DV�D�SHUFHQWDJH�RI
SHUVRQDO� LQFRPH�IRU�ILUVW�WLPH�EX\HUV�LV�VLJQLILFDQWO\�KLJKHU�WKDQ�WKDW�IRU�RWKHU�FXVWRPHUV�������
HYHQ�WKRXJK�LW�LV�VWLOO�EHORZ�WKH�ORQJ�WHUP�DYHUDJH��,Q�*5�D�GHWHULRUDWLRQ�LQ�ILQDQFLDO�FRQGLWLRQV�RI
KRXVHKROGV� KDV� HPHUJHG� DV� ZHOO�� VLQFH� PDUJLQDO� LQYHVWRUV�� HQWHULQJ� WKH� VWRFN� PDUNHW� UHFHQWO\�
VHHP�WR�RSHUDWH�ZLWK�D�KLJKHU�GHEW�WR�ZHDOWK�UDWLR�

���� 3UDFWLFHV� FRQFHUQLQJ� FROODWHUDO�� 0RUWJDJH� ORDQV� FRQVWLWXWH� WKH� SULPDU\� FODVV� RI
FROODWHUDOLVHG�OHQGLQJ��WKH�DFTXLUHG�SURSHUW\�VHUYLQJ�DV�WKH�FROODWHUDO�IRU�WKH�ORDQ�H[WHQGHG�IRU�WKLV
SXUSRVH��6KDUHV�FDQ�DOVR�VHUYH�DV�FROODWHUDO�IRU�EDQNV��IRU�LQVWDQFH�ZKHQ�ILQDQFLQJ�LQYHVWPHQWV�LQ
WKH�VWRFN�PDUNHW�RU�EX\�RXWV��EXW�EDQNV�JHQHUDOO\�FRQVLGHU�WKHP�WRR�YRODWLOH�IRU�WKLV�SXUSRVH��,Q
WKH� (8� EDQNLQJ� V\VWHP� WKH� XVH� RI� VKDUHV� DV� FROODWHUDO� VHHPV� WR� EH� HLWKHU� QRQ�H[LVWHQW� RU
LUUHOHYDQW�DW�SUHVHQW�

%DQNV�XVXDOO\�JUDQW�PRUWJDJH�ORDQV�VXEMHFW�WR�D�ORDQ�WR�YDOXH�UDWLR��/79��ZKLFK�LV�VLJQLILFDQWO\�VPDOOHU
WKDQ�RQH��WR�DOORZ�IRU�WKH�ULVN�RI�D�IDOO�LQ�UHDO�HVWDWH�SULFHV�DQG�WR�FRYHU�WKH�FRVWV�JHQHUDWHG�ZKHQ
WKH� OHQGHU� KDV� WR� VHOO� WKH� FROODWHUDO�� %DVHG� RQ� H[SHULHQFH� RI� WKH� SDVW� FULVHV�� WKLV� UDWLR� SOD\V� D
SLYRWDO�UROH�LQ�WKH�GHYHORSPHQW�RI�EDQNLQJ�SUREOHPV��,I�WKH�DSSOLHG�UDWLRV�DUH�VXIILFLHQWO\�ORZ��WKH
FRVW�RI�FXVWRPHU�GHIDXOWV�FRXOG�UHPDLQ�TXLWH�VXEGXHG��,I�WKH�DSSOLHG�UDWLRV�DUH�KLJK��EDQNV�FRXOG
LQFXU�ORVVHV�HYHQ�LI�WKH�DVVHW�SULFH�GHFOLQH�ZDV�PRGHUDWH��7KH�PDJQLWXGH�RI�EDQNV·� ORVVHV� LQ�WKH
FDVH�RI�FXVWRPHU�GHIDXOWV�LV�HTXDO�WR�WKH�GLIIHUHQFH�EHWZHHQ�WKH�DPRXQW�RI�WKH�ORDQ�DQG�WKH�YDOXH
RI�WKH�XQGHUO\LQJ�DVVHWV�

7KH�HYDOXDWLRQ�RI�WKH�DSSOLHG�/79V�LV�IDU�IURP�VWUDLJKWIRUZDUG��7KLV�FRQFHUQV�ERWK�WKH�VL]H�RI�WKH
/79V�DQG�WKH�YDOXDWLRQ�SURFHGXUH�DSSOLHG��,W�DSSHDUV�WKDW�SUDFWLFHV�DUH�KLJKO\�FRXQWU\�VSHFLILF� LQ
ERWK� UHVSHFWV� DQG�� EHFDXVH� RI� WKH� GLIIHUHQW� YDOXDWLRQ� FULWHULD�� WKH� /79V� FDQQRW� EH� FRPSDUHG
GLUHFWO\�DFURVV�FRXQWULHV��XQOHVV�WKH�VSHFLILFV�RI�YDOXDWLRQ�SURFHGXUHV�DUH�DOVR�DGGUHVVHG�

)LUVW�� WKH� VL]H�RI� /79V� �VHH�([KLELW�EHORZ� IRU� D� EULHI� RYHUYLHZ���7KHUH� LV� DQHFGRWDO� HYLGHQFH� WKDW
LQFUHDVHG�FRPSHWLWLRQ�KDV�UHFHQWO\�GULYHQ�XS�WKH�/79�UDWLRV� LQ�D�QXPEHU�RI�(8�FRXQWULHV�� ,Q� ,(
OHQGHUV�DUH�SUHSDUHG�WR�OHQG�XS�WR�D�PD[LPXP�RI�����WR�����RI�WKH�YDOXH�RI�WKH�SURSHUW\�DQG�
HYHQ� WKRXJK� WKH� DYHUDJH� /79� VWLOO� DPRXQWV� WR� DURXQG� ����� WKHUH� DUH� VLJQV� RI� D� UHOD[DWLRQ� LQ
VWDQGDUGV�� ,Q� 1/�� WRR�� UHFHQW� JURZWK� RI� UHDO� HVWDWH� OHQGLQJ� VHHPV� WR� EH� FRQFHQWUDWHG� LQ� WKH
VHJPHQW�LQ�ZKLFK�PRUH�WKDQ�����RI�WKH�YDOXH�RI�WKH�SURSHUW\�LV�ILQDQFHG��8.�LQVWLWXWLRQV�DSSO\�DQ
DYHUDJH� ���� UDWLR� WR� ILUVW�WLPH� EX\HUV� LQ� WKH� PRUWJDJH� PDUNHW�� ZKLOH� DFFRUGLQJ� WR� D� UHFHQW
DFDGHPLF� VXUYH\�� LQ� WKH� FRPPHUFLDO� SURSHUW\� VHJPHQW� ����RI� OHQGHUV� LQ� �������� DSSOLHG� /79V
EHWZHHQ� ���� DQG� ����� DV� FRPSDUHG� ZLWK� ���� RI� OHQGHUV� LQ� ������ $� VHSDUDWH� SULYDWH� VHFWRU
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VXUYH\�VXJJHVWV�WKDW�/79V�DSSOLHG�WR�KLJKHU�ULVN�VSHFXODWLYH�GHYHORSPHQWV�DUH�DURXQG�����LQ�WKH
8.��&RPSHWLWLRQ�KDV�DOVR�GULYHQ�/79V�LQ�)5�WRZDUGV�KLJK�YDOXHV��,Q�FHUWDLQ�FRXQWULHV�UHJXODWLRQV
LPSRVH�PD[LPXP�/79V� LI�PRUWJDJH� OHQGLQJ� LV� ILQDQFHG� E\� LVVXLQJ� VHFXULWLHV��'(� EDQNV� VHHP� WR
VWLFN� WR� YHU\� SUXGHQW� SUDFWLFHV�� EHFDXVH� UHJXODWLRQV� LPSRVH� D� PD[LPXP� /79� RI� ���� ZKHQ
PRUWJDJH�ERQGV��´3IDQGEULHIHµ��DUH�WR�EH�LVVXHG��DQG�EHFDXVH�LW�LV�DOVR�XVXDO�LQ�EDQN�SUDFWLFHV�WR
DSSO\�VLJQLILFDQW�´KDLUFXWVµ�WR�WKH�YDOXH�RI�WKH�SURSHUW\���

,W�VKRXOG�EH�QRWHG�WKDW�HYHQ�SUXGHQW�/79V�PD\�QRW�VKHOWHU�EDQNV�IURP�ORDQ�ORVVHV�LI�WKH�UHYHUVDO
RI�WKH�DVVHW�SULFHV�LV�SDUWLFXODUO\�ODUJH��(YHQ�UDWLRV�FRQVLGHUHG�DV�FRQVHUYDWLYH�DW�WKH�WLPH�RI�KLJKHU
DVVHW�SULFH�OHYHOV�PD\�WXUQ�RXW�WR�EH�LQVXIILFLHQW�LI�SULFHV�GHFOLQH�VKDUSO\��,Q�IDFW��WKH�IXQGDPHQWDO
GLIIHUHQFH� EHWZHHQ� H[� DQWH� DVVHVVPHQWV� DQG� H[� SRVW� FRQVHTXHQFHV� H[SODLQV� WKH� YXOQHUDELOLW\� RI
EDQNV�WR�SURQRXQFHG�SULFH�F\FOHV���

([KLELW

Usually applied loan-to-value ratios, percentages

DK DE ES FR IE LU AT PT FI SE UK

Residential

property

80* 80* 75-80 70-80 Higher 83**

Commercial

property

40-

70*

70* 60-70 30-60 50-60 80-

94***

All property

(no split

provided)

60* 80 60

(up to

90-95)

70 60-75

* Requirement when mortgage-backed securities are issued; ** first-time buyers; *** the source is an academic survey rather than official
UK data. This information refers to the present practices concerning LTVs in real estate lending provided by the EU supervisory authorities.
Source: The EU supervisory authorities.

6HFRQG��WKH�YDOXDWLRQ�SURFHGXUHV��7KH�(XURSHDQ�0RUWJDJH�)HGHUDWLRQ��(0)��������KDV�LGHQWLILHG�WZR
NH\� W\SHV� RI� YDOXDWLRQ� SURFHGXUHV� ZKRVH� DOWHUQDWLYH� DSSURDFKHV� FRYHU�� WR� D� JUHDWHU� RU� OHVVHU
H[WHQW��WKH�PDLQ�SKLORVRSKLHV�ZLWKLQ�WKH�(8�

�� PRUWJDJH� OHQGLQJ� YDOXH� LV� XVHG� LQ� '(�� '.�� /8� DQG� $7�� IRU� LQVWDQFH�� 7KH� PRUWJDJH
OHQGLQJ�YDOXH�IRU�D�SURSHUW\�LV�WKH�YDOXH��DV�GHWHUPLQHG�RQ�WKH�EDVLV�RI�H[SHULHQFH�GHULYHG
IURP�ORQJ�WHUP�PDUNHW�WUHQGV�DW�WKH�WLPH�RI�YDOXDWLRQ��ZKLFK�FDQ�EH�H[SHFWHG�ZLWK�D�KLJK
GHJUHH�RI�FHUWDLQW\�WR�LQGLFDWH�WKH�UHDOLVDEOH�YDOXH�RI�WKH�SURSHUW\�DW�D�IXWXUH�SRLQW�LQ�WLPH�
7KH�DSSURDFK�LV�GHVLJQHG�WR�DUULYH�DW�D�YDOXDWLRQ�ZKLFK�LV�VXVWDLQDEOH�LQ�WKH�ORQJHU�WHUP�

�� �RSHQ��PDUNHW� YDOXH� LV�XVHG� LQ� ,(� DQG� WKH�8.�� IRU� LQVWDQFH���� 7KH�PDUNHW� YDOXH� LV� WKH
HVWLPDWHG�DPRXQW�IRU�ZKLFK�DQ�DVVHW�ZRXOG�EH�H[FKDQJHG�RQ�WKH�GDWH�RI�YDOXDWLRQ�EHWZHHQ
D� ZLOOLQJ� EX\HU� DQG� D� ZLOOLQJ� VHOOHU� LQ� DQ� DUP·V�OHQJWK� WUDQVDFWLRQ� DIWHU� SURSHU� PDUNHWLQJ
ZKHUHLQ�WKH�SDUWLHV�KDG�HDFK�DFWHG�NQRZOHGJHDEO\��SUXGHQWO\�DQG�ZLWKRXW�FRPSXOVLRQ�

�� ,Q�VRPH�FRXQWULHV�PRUWJDJH�OHQGLQJ�VHFXUHG�E\�FRPPHUFLDO�SURSHUW\��ZKHQ�WKH�/79�LV�OLPLWHG�WR������DWWUDFWV�D�SUHIHUHQWLDO�ZHLJKWLQJ
ZKHQ�VHWWLQJ�WKH�FDSLWDO�DGHTXDF\�VWDQGDUGV�������

�� /HZLV��������FRQVLGHUHG�WKDW�DQ�/79�RI�����VKRXOG�KDYH�EHHQ�DSSOLHG�WR�VKHOWHU�EDQNV�IURP�WKH�DVVHW�SULFH�GHFOLQHV�LQ�WKH�8.������
����7KLV�ILQGLQJ�LV�FRQILUPHG�E\�D�VXUYH\�FDUULHG�RXW�LQ������E\�WKH�)',&·V�'LYLVLRQ�RI�/LTXLGDWLRQ�RQ�WKH�EDVLV�RI�����QRQ�SHUIRUPLQJ
FRPPHUFLDO� UHDO� HVWDWH� ORDQV�� 7KLV� DQDO\VLV� UHYHDOHG� WKDW� FRPPHUFLDO� SURSHUW\� XQGHUO\LQJ� WKHVH� ORDQV� KDG� ORVW� ���� RI� WKHLU� LQLWLDO
YDOXDWLRQ�DW�WKDW�WLPH�

�� 7KH�PDUNHW�YDOXDWLRQ�PHWKRG�DOVR�SUHYDLOV�LQ�%(��*5��(6��)5��1/�DQG�6(��9DOXDWLRQ�PHWKRGV�DUH�RIWHQ�VXEMHFW�WR�OHJDO�UHTXLUHPHQWV
JRYHUQLQJ�WKH�SURYLVLRQ�RI�VWDQGDUG�UHSRUWV��WKH�OLFHQVLQJ�RI�H[SHUW�YDOXHUV�DQG�WKH�YDOXDWLRQ�PHWKRGV�WKHPVHOYHV��7KHVH�UHTXLUHPHQWV
DUH�HVSHFLDOO\�ELQGLQJ�LQ�'(��'.��(6��,7��/8�DQG�$7�
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6LQFH� PDUNHW� SUDFWLFHV� DUH� GHYHORSLQJ�� WKH� DERYH� GLVWLQFWLRQ� PD\� EH� EHFRPLQJ� PRUH� EOXUUHG�
'HYHORSPHQWV� PD\� DOVR� EH� GULYHQ� E\� WKH� LQFUHDVLQJ� VLJQLILFDQFH� RI� FURVV�ERUGHU� PRUWJDJH
RSHUDWLRQV��DOUHDG\�REVHUYHG�LQ�/8���ZKLFK�DUH�H[SHFWHG�WR�JDLQ�PRPHQWXP�LQ�WKH�IXWXUH�

7KH�XVH�RI�WKH�PDUNHW�YDOXH��DFFRPSDQLHG�E\�D�KLJK�/79��FRXOG�EH�RI�YHU\�KLJK�ULVN�WR�PRUWJDJH
OHQGHUV� LQ� WKH� FDVH� RI� D� GRZQZDUG� WUHQG� LQ� SULFHV�� +RZHYHU� RWKHU� VSHFLILF� IDFWRUV� �VXFK� DV
LQVXUDQFH� DUUDQJHPHQWV��� ZKLFK�PD\� KDYH� WKH� RSSRVLWH� HIIHFWV� RQ� FUHGLW� ULVN�� DOVR� QHHG� WR� EH
WDNHQ� LQWR� DFFRXQW� WR�PRQLWRU� FRUUHFWO\� WKH� FUHGLW� ULVN� IRU� OHQGHUV�� 6RPH� DGGLWLRQDO� SUXGHQWLDO
UXOHV�PD\�DOVR�EH�DSSOLHG��H�J��WKH�QRWLRQ�RI�´FDUHIXO�DVVHVVPHQWµ�LQ�1/�DQG�$7�

$OO� LQ� DOO�� VXSHUYLVRUV� QHHG� WR� XQGHUVWDQG� DQG�PRQLWRU� FORVHO\� WKH� EDVLV� XSRQ�ZKLFK� EDQNV� DUH
YDOXLQJ�WKHLU�FROODWHUDO��LQFOXGLQJ�ZKHWKHU�VXIILFLHQW�DFFRXQW�LV�WDNHQ�RI�YDU\LQJ�PDUNHW�VSHFLILF�DQG
UHJLRQDO�IDFWRUV��2QH�H[DPSOH�LV�WKH�SUHVHQW�RYHUVXSSO\�RI�UHQWDO�SURSHUW\�LQ�/RQGRQ�ZKLFK�KDV
UHVXOWHG� LQ� GRZQZDUG� SUHVVXUH� RQ� UHQWV�� ,I� WKH� SULFHV� RI� WKHVH� SURSHUWLHV� ZHUH� WR� IROORZ�� D
QXPEHU�RI�KLJKO\�OHYHUDJHG�LQYHVWRUV�PLJKW�EH�DIIHFWHG�

����2WKHU�DVSHFWV�UHODWHG�WR�OHQGLQJ�SUDFWLFHV��/D[�OHQGLQJ�FRQGLWLRQV�DQG�SUDFWLFHV�FDQ�EH�D
PDMRU� IDFWRU� FRQWULEXWLQJ� WR� WKH� EXLOG�XS� RI� DVVHW� SULFH� LQIODWLRQ� DQG�� KHQFH�� EDQNV·� FUHGLW� ULVN
H[SRVXUHV��7KLV�LQFOXGHV�SULFLQJ��PDUJLQV���LQWHUQDO�QRUPV�DQG�VWDQGDUGV�DQG�SUDFWLFHV�UHODWHG�WR
FUHGLW� ULVN� HYDOXDWLRQ� DQG� PRQLWRULQJ�� 1DWLRQDO� VXSHUYLVRU\� DXWKRULWLHV� FORVHO\� PRQLWRU� FUHGLW
VWDQGDUGV�� $FFRUGLQJ� WR� WKH� LQIRUPDWLRQ� LQ� WKH� SRVVHVVLRQ� RI� WKH� VXSHUYLVRUV�� DSDUW� IURP� WKH
ZLGHVSUHDG�QDUURZLQJ�RI�OHQGLQJ�PDUJLQV��WKHUH�LV�QR�HDVLQJ�RI�FUHGLW�VWDQGDUGV���� ,Q�PDQ\�FDVHV�
EDQNV� VHHP� WR� KDYH� LPSURYHG� WKHLU� FUHGLW� ULVN� DVVHVVPHQW� VNLOOV�� SRUWIROLR� WHFKQLTXHV� DQG� ORDQ
GRFXPHQWDWLRQ��+RZHYHU��WKLV�KDV�EHHQ�DFKLHYHG� LQ�D� IDYRXUDEOH�HQYLURQPHQW�� ,Q�WKH�HYHQW�RI�D
GRZQWXUQ��WKHUH�FRXOG�EH�D�VKRUWDJH�RI�VNLOOV�DQG�H[SHULHQFH�LQ�WHUPV�RI�VWDII�HPSOR\HG�RQ�ORDQ
ZRUN�RXW�DUUDQJHPHQWV�

���� &RQFHQWUDWLRQ� RI� FUHGLW� ULVN� LQ� WKH� EDQNLQJ� V\VWHP�� 3DVW� HSLVRGHV� HPSKDVLVH� WKH
SRWHQWLDO�IUDJLOLW\�RI�EDQNV�VSHFLDOLVHG�LQ�UHDO�HVWDWH�OHQGLQJ��H�J��WKH�86�WKULIW�LQVWLWXWLRQV�DQG�WKH
-DSDQHVH� ´-XVHQµ��� 7KLV� FRQFHQWUDWLRQ� RQ� RQH� VSHFLILF� DFWLYLW\� PD\� VWHP� IURP� UHJXODWRU\
FRQVWUDLQWV� RU� IURP� VWUDWHJLHV� SXUVXHG� E\� WKH� EDQNV� WKHPVHOYHV�� +RZHYHU�� WKH� SURJUHVVLYH
GHUHJXODWLRQ�RI�WKH�UHDO�HVWDWH�OHQGLQJ�DFWLYLW\�LQ�(XURSH�KDV�HDVHG�WKLV�SUREOHP�

,Q�WKH�8.��IRU�LQVWDQFH��QHDUO\����SURSHUW\�OHQGLQJ�EDQNV�KDYH�PRUH�WKDQ�����RI�WKHLU�FRPPHUFLDO
ORDQ� IDFLOLWLHV� FRQFHQWUDWHG� LQ� UHDO� HVWDWH� OHQGLQJ�� %XLOGLQJ� VRFLHWLHV� LQ� ,(� DQG� VDYLQJV� EDQNV� DQG
VPDOO�� VSHFLDOLVHG� PRUWJDJH� LQVWLWXWLRQV� LQ� (6� DUH� DOVR� PRUH� H[SRVHG� WR� ULVNV� RI� GRZQZDUG
FRUUHFWLRQ�WR�UHDO�HVWDWH�SULFHV�WKDQ�RWKHU�EDQNV��HYHQ�WKRXJK�WKH\�GR�QRW�VHHP�D�OLNHO\�VRXUFH�RI
V\VWHPLF� FRQFHUQ�� ,Q�'.�DQG� 6(�PRUWJDJH� LQVWLWXWLRQV� SUHVHQW� D� KLJK� VHFWRUDO� FRQFHQWUDWLRQ� RI
OHQGLQJ� DQG� DUH� SDUWLFXODUO\� VHQVLWLYH� WR�PDUNHW� GHYHORSPHQWV��+RZHYHU�� WKHVH� LQVWLWXWLRQV�PD\
DFWXDOO\�EH�RZQHG�E\�PDMRU�EDQNV�ZLWK� D� IDU�PRUH�GLYHUVLILHG�SRUWIROLR� DQG�JHQHUDOO\� FRQVWLWXWH
ORZ�ULVN�LQVWLWXWLRQV��,Q�37�DQG�'(�VSHFLDOLVHG�LQVWLWXWLRQV�DOVR�JHQHUDOO\�IRUP�SDUW�RI�ODUJHU��ZHOO�
GLYHUVLILHG�EDQNLQJ�JURXSV��ZKLFK�DUH�XQGHU�WKH�VFUXWLQ\�RI�FRQVROLGDWHG�VXSHUYLVLRQ�

�� +RZHYHU��1/�UHSRUWHG�D�QXPEHU�RI�VLJQV�RI�HDVHG�FUHGLW�VWDQGDUGV��WDNLQJ�DFFRXQW�RI�VHFRQG�LQFRPH�E\�EDQNV�ZKHQ�JUDQWLQJ�ORDQV�
ORDQV� WR�KRXVHKROGV�ZLWKRXW�SHUPDQHQW� HPSOR\PHQW�� D� ODUJH� DPRXQW� RI� UH�QHJRWLDWHG�PRUWJDJH� ORDQV� WR� WDNH� DGYDQWDJH� RI� ORZHU
LQWHUHVW� UDWHV�� ORZHUHG� ULVN� SUHPLXP� HPEHGGHG� LQ� WKH�PRUWJDJH� UDWH�� )RU� ,(�� QHZ� HQWU\� WR� WKH�PDUNHW� ZDV� LQGLFDWHG� DV� SRVVLEO\
OHDGLQJ�WR�D�UHOD[DWLRQ�RI�VWDQGDUGV�DV�EDQNV�DWWHPSW�WR�UHWDLQ�PDUNHW�VKDUHV�
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����0DUNHW�ULVN�FKDQQHO

%DQNV�DUH�EHFRPLQJ�PRUH� IUHTXHQWO\� LQYROYHG� LQ� WKH� VHFXULWLHV� EXVLQHVV� DQG�PD\�� WKHUHIRUH�� EH
GLUHFWO\� DIIHFWHG� E\� ODUJH�PRYHPHQWV� LQ� VWRFN� SULFHV� �HTXLW\� SULFH� ULVN��� +RZHYHU�� WKH� JHQHUDO
SLFWXUH�KDV�EHHQ��RQ�WKH�EDVLV�RI�WKH�DPRXQW�RI�FDSLWDO�UHTXLUHG�WR�FRYHU�PDUNHW�ULVNV��DV�VHW�RXW
LQ� WKH� &DSLWDO� $GHTXDF\� 'LUHFWLYH��� WKDW� WKH� PDUNHW� ULVN� LQ� WKH� WUDGLQJ� ERRN� KDV� VWLOO� EHHQ� RI
OLPLWHG�VLJQLILFDQFH�IRU�EDQNV·�RYHUDOO�VROYHQF\��,Q�FRPSDULVRQ�ZLWK�WKH�UHOHYDQFH�RI�UHTXLUHPHQWV
JHQHUDWHG�E\�WKH�ORDQ�ERRN��WKH�VKDUH�RI�FDSLWDO�QHHGHG�WR�FRYHU�DOO�PDUNHW�ULVNV�LV�TXLWH�VPDOO�RQ
DQ�DJJUHJDWHG�EDVLV��UDQJLQJ�IURP�EHORZ����RI�WKH�WRWDO�FDSLWDO�UHTXLUHPHQW�LQ�6(�WR�D�PD[LPXP
YDOXH�RI�DSSUR[LPDWHO\���� LQ�)5��8.�DQG� ,(�DQG���� LQ�'(��:KLOH� VPDOO�RQ�DQ�DJJUHJDWHG�EDVLV�
PDUNHW�ULVN�FDQ�QHYHUWKHOHVV�EH�D�PDMRU�SUREOHP�IRU�LQGLYLGXDO�EDQNV�RU�RWKHU�LQVWLWXWLRQV��DV�KDV
EHHQ�GHPRQVWUDWHG�E\�WKH�/RQJ�7HUP�&DSLWDO�0DQDJHPHQW��/7&0��LQFLGHQW��IRU�LQVWDQFH�

)XUWKHUPRUH�� VLQFH� WKH� VWRFN� LQYHVWPHQWV� RI� EDQNV� DUH� TXLWH� OLPLWHG� LQ� FRPSDULVRQ� ZLWK
LQYHVWPHQWV� LQ�GHEW�VHFXULWLHV��RQO\�D� IUDFWLRQ�RI�WKH�FDSLWDO� UHTXLUHPHQW�XVXDOO\� VWHPV� IURP�WKH
HTXLW\�SULFH�ULVN����'XH�WR�WKH�GRPLQDQFH�RI�ERQG�LQYHVWPHQWV��D�IDOO�LQ�VWRFN�SULFHV�PD\�DOVR�KDYH
D�QHXWUDO�RU�HYHQ�SRVLWLYH�HIIHFW�RQ�WKH�H[SRVXUH�WR�PDUNHW�ULVN��LQVRIDU�DV�LW�LV�DVVRFLDWHG�ZLWK�D
IOLJKW� WR� TXDOLW\� WRZDUGV� 7UHDVXU\� ELOOV� DQG� RWKHU� W\SHV� RI� ERQGV� EDQNV� KDYH� LQ� WKHLU� WUDGLQJ
SRUWIROLR��*HQHUDOO\�VSHDNLQJ��WKH�ULVN�RI�D�VKDUS� IDOO� LQ�UHDO�HVWDWH�SULFHV�KDYLQJ�VLJQLILFDQW�GLUHFW
HIIHFWV�RQ�WKH�EDQNV·�EDODQFH�VKHHW�LV�YHU\�ORZ��VLQFH�PRVW�RI�WKH�SURSHUW\�LQ�WKH�EDQNV·�ERRNV�LV
DFTXLUHG�IRU�EXVLQHVV�SXUSRVHV��$Q�H[FHSWLRQ�WR�WKLV�UXOH�H[LVWV�LQ�),�EDQNV��ZKLFK�HQGHG�XS�²�LQ
WKH� DIWHUPDWK� RI� WKH� VHYHUH� FULVLV� RI� WKH� HDUO\� ����V� ²� KROGLQJ� VXEVWDQWLDO� DPRXQWV� RI� WKH� UHDO
HVWDWH�WKDW�KDG�EHHQ�SRVWHG�DV�FROODWHUDO�IRU�IDLOHG�ORDQV��(YHQ�WKRXJK�´EULGJH�EDQNVµ�ZHUH�FUHDWHG
WR�GHDO�ZLWK�EDQNV·�EDG�DVVHWV��LQFOXGLQJ�WKH�UHDO�HVWDWH�DVVHWV��GLUHFW�H[SRVXUH�WR�PRYHPHQWV�LQ
UHDO�HVWDWH�SULFHV�UHPDLQV�VLJQLILFDQW�

����&RPPLVVLRQ�LQFRPH�FKDQQHO

:KLOH�LQFUHDVHG�FRPSHWLWLRQ�KDV�UHVXOWHG�LQ�D�VKULQNLQJ�RI�PDUJLQV�RQ�WUDGLWLRQDO�EDQNLQJ�DFWLYLW\�
WKLV� IDOO� KDV� EHHQ� FRPSHQVDWHG� IRU� LQ�PRVW� FRXQWULHV� E\� JURZWK� LQ� QRQ�LQWHUHVW� LQFRPH�� $VVHW
SULFH� GHIODWLRQ� ZRXOG� DIIHFW� EDQNV·� FRPPLVVLRQ� LQFRPH�� ERWK� EHFDXVH� WKH� FDSLWDO� JDLQV� IURP
VHFXULWLHV� WUDGLQJ�ZRXOG� WXUQ� LQWR� ORVVHV� DQG� EHFDXVH� WKH� IHHV� JDLQHG� E\� VXSSO\LQJ� �GLUHFWO\� RU
WKURXJK� VXEVLGLDULHV�� DVVHW�PDQDJHPHQW� VHUYLFHV� DQG� VHOOLQJ� LQVXUDQFH� DQG� LQYHVWPHQW� SURGXFWV
ZRXOG�GLPLQLVK��2I�FRXUVH��EDQNV�PD\�DOVR�HDUQ�FRPPLVVLRQV�LQ�D�EHDU�PDUNHW��VLQFH�WKH�UXQ�WR
VHOO� DVVHWV� LQFUHDVHV� WKH� YROXPHV� RI� WUDGLQJ�� 1RQHWKHOHVV�� WKLV� FRQVWLWXWHV� D� RQH�VKRW� ZDYH� RI
SURILWV��ZKLOH�WKH�IHHV�FROOHFWHG�RQ�WKH�DPRXQW�RI�DVVHWV�PDQDJHG��ZKLFK�VHHPV�WR�UHSUHVHQW�WKH
EXON�RI�HDUQLQJV� IURP�EDQNV·� LQYROYHPHQW� LQ� WKH� VHFXULWLHV� EXVLQHVV��ZRXOG� VHWWOH� DW� VLJQLILFDQWO\
ORZHU�OHYHOV�IRU�D�PXFK�ORQJHU�WLPH�VSDQ��6RPH�VSHFLILF�IHHV�DOVR�GLVDSSHDU�LQ�OHVV�EXR\DQW�VWRFN
PDUNHWV��VXFK�DV�IHHV�IRU�LQLWLDO�SXEOLF�RIIHULQJV��PHUJHUV�DQG�DFTXLVLWLRQV�

$OO�LQ�DOO��WKH�UHOHYDQFH�RI�WKLV�FKDQQHO�VHHPV�VWULFWO\�GHSHQGHQW�RQ�WKH�H[WHQW�RI�WKH�FRUUHFWLRQ�WR
SULFHV�DQG�RQ�WKH�OHQJWK�RI�WKH�SHULRG�LQ�ZKLFK�LQYHVWRUV�ZLWKGUDZ�WKHLU�VDYLQJV�IURP�WKH�VWRFN
PDUNHW�� )RU�H[DPSOH� LQ�%(� ORVVHV� LQ� VDOHV� DQG�FRPPLVVLRQV� LQFRPH�DUH� UHJDUGHG� DV�RQH�RI� WKH
PDMRU�FRQVHTXHQFHV�RI�D�PDMRU�FRUUHFWLRQ�WR�PDUNHW�SULFHV�

�� )RU� LQVWDQFH��HTXLWLHV�UHSUHVHQW�RQO\����RI�WKH�WRWDO� LQYHVWPHQWV� LQ�VHFXULWLHV�E\�%(�EDQNV��,Q�'.�WKHLU�VKDUH�LV�DURXQG����RI� WRWDO
DVVHWV��LQ�(6�DURXQG�����RQO\�D�IUDFWLRQ�RQ�WKH�WUDGLQJ�ERRN���LQ�,(�DURXQG����DQG�LQ�/8�DQG�),�FORVH�WR�����,Q�'(�DQG�%(�WKH�HTXLW\
SULFH�ULVN�DFFRXQWV�IRU�RQO\�DERXW����RI�WKH�WRWDO�PDUNHW�ULVN��,Q�WKH�8.��HTXLW\�LQYHVWPHQWV�DFFRXQW�IRU�����RI�EDQNV·�LQYHVWPHQWV�LQ
VHFXULWLHV�
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$W�ILUVW�JODQFH��WKLV�FKDQQHO�GRHV�QRW�VHHP�RI�SDUDPRXQW�LPSRUWDQFH�HLWKHU��HYHQ�WKRXJK�FDSLWDO
JDLQV�UHDOLVHG�LQ�WKH�WUDGLQJ�ERRN�DQG�LQFRPHV�IURP�VHUYLFHV�UHODWHG�WR�VHFXULWLHV�WUDGLQJ�DQG�DVVHW
PDQDJHPHQW�FRQWULEXWHG�FRQVLGHUDEO\�WR�WKH�LPSURYHPHQW�LQ�EDQN�UHWXUQV�LQ�PRVW�(8�FRXQWULHV�
$�SUHFLVH�DVVHVVPHQW�RI�WKH�UROH�RI�WKHVH�VRXUFHV�RI�EDQN�SURILWV�LV�LPSDLUHG�E\�GLIIHUHQFHV�LQ�WKH
EUHDNGRZQ�RI�QRQ�LQWHUHVW�LQFRPH�DW�WKH�QDWLRQDO�OHYHO�

��� 6XEVLGLDULHV�UH�FDSLWDOLVDWLRQ�FKDQQHO

(YHQ�WKRXJK�EDQNV�PD\�EH�OHVV�LQYROYHG�GLUHFWO\�LQ�WKH�VHFXULWLHV�RU�UHDO�HVWDWH�EXVLQHVVHV��D�VKDUS
GHFOLQH� LQ� SULFHV� FDQ� DIIHFW� WKHP� LQGLUHFWO\� WKURXJK� WKH� GLIILFXOWLHV� LQFXUUHG� E\� VXEVLGLDULHV� RU
FRPSDQLHV�LQ�ZKLFK�WKH\�KDYH�UHOHYDQW�VWDNHV��7KHVH�FRPSDQLHV�XVXDOO\�UHO\�RQ�WKHLU�SDUHQW�EDQN
IRU�OLTXLGLW\�QHHGV�DULVLQJ��IRU�H[DPSOH��IURP�PDUJLQ�FDOOV�RQ�GHULYDWLYHV�PDUNHWV��DQG�LQ�WKH�HYHQW
RI� PDMRU� SUREOHPV� WKH\� ZLOO� QHHG� IUHVK� FDSLWDO�� WUDQVIHUULQJ� WKH� VWUDLQ� RQ� SDUHQW� EDQNV�� 7KH
DVVRFLDWHG� YXOQHUDELOLW\� FRXOG� EH� H[DFHUEDWHG� E\� VKRUWFRPLQJV� LQ� WKH� LQWHUQDO� FRQWURO� V\VWHP
DFFRXQWLQJ�IRU�WKH�ULVNV�DULVLQJ�IURP�GLIIHUHQW�SDUWV�RI�WKH�JURXS��7KH�VHYHUH�FULVLV�H[SHULHQFHG�E\
WKH� -DSDQHVH�´-XVHQµ�� L�H��VXEVLGLDULHV�RI�EDQNV�VSHFLDOLVHG� LQ� WKH�SURYLVLRQ�RI�PRUWJDJH�FUHGLW�� LQ
WKH� ILUVW� KDOI� RI� WKH� ����V� SURYLGHV� DQ� H[DPSOH� DVVRFLDWHG� ZLWK� DGYHUVH� GHYHORSPHQWV� RQ� UHDO
HVWDWH�PDUNHWV�

7KH�SRVVLELOLW\� LQ� WKH�(8�RI� WXUEXOHQFH� WULJJHUHG�E\� D� UHYHUVDO� RI� DVVHW� SULFHV�PDQLIHVWLQJ� LWVHOI
WKURXJK� VSHFLDOLVHG� VXEVLGLDULHV� FDQQRW� EH� UXOHG� RXW�� GXH� WR� WKH� PRUH� FRPSOH[� RUJDQLVDWLRQDO
VWUXFWXUH�RI�PDMRU�EDQNLQJ�JURXSV��+RZHYHU��WKLV�FKDQQHO�GRHV�QRW�VHHP�WR�DFFRXQW�IRU�VLJQLILFDQW
DGGLWLRQDO� ULVN�� VLQFH� WKH� ULVNV� GLVFXVVHG� VR� IDU� DUH�PDLQO\� UHODWHG� WR� WKH� H[SRVXUHV� RI� EDQNLQJ
JURXSV�ZKLFK�DUH�VXSHUYLVHG�RQ�D�FRQVROLGDWHG�EDVLV��7KH�VXEVLGLDU\�FKDQQHO�PD\�EH�UHOHYDQW� LQ
DQRWKHU�UHVSHFW�RQO\�LQVRIDU�DV�FRQVROLGDWHG�VXSHUYLVLRQ�GRHV�QRW�SURYH�WR�EH�HIIHFWLYH�DQG�PDMRU
ULVN� H[SRVXUHV� EXLOG� XS� ZLWKRXW� EHLQJ� FDSWXUHG� E\� FHQWUDOLVHG� ULVN� FRQWURO� V\VWHPV� DQG
VXSHUYLVRU\�PRQLWRULQJ�

��� ´6HFRQG�URXQGµ�FKDQQHOV

$SDUW�IURP�GLUHFW�HIIHFWV�RQ�EDQNV·�EDODQFH�VKHHWV�DQG�RQ�WKH�DELOLW\�RI�ERUURZHUV�WR�PHHW�WKHLU
REOLJDWLRQV��DVVHW�SULFH�GHFOLQHV�PD\�OHDG�WR�D�ZHDNHQLQJ�RI�EDQNV·�VWDELOLW\�DV�LW�XVXDOO\�JRHV�KDQG
LQ�KDQG�ZLWK�D�GHWHULRUDWLRQ�LQ�JHQHUDO�ILQDQFLDO�DQG�PDFURHFRQRPLF�FRQGLWLRQV��,Q�D�VHQVH��LI�PRUH
HPSKDVLV�ZHUH�SXW�RQ�WKH�UHDO�VRXUFH�RI�ILQDQFLDO�FULVHV��DV�LV�DUJXHG�LQ�VRPH�ZHOO�IRXQGHG�VWUDQGV
RI�WKHRUHWLFDO�DQG�HPSLULFDO�UHVHDUFK��WKHVH�´VHFRQG�URXQGµ�HIIHFWV�FRXOG�EH�VHHQ�DV�WKH�URRW�RI
WKH�SUREOHP��+RZHYHU��HYHQ�WKRXJK�WKHVH�HIIHFWV�ZRXOG�QHHG�WR�EH�UHJDUGHG�DV�WULJJHULQJ�HYHQWV�
WKHLU�HIIHFWV�RQ�EDQNV·�VWDELOLW\�ZRXOG�EH�LQFUHDVHG�E\�WKH�SUHVHQFH�RI�WKH�IUDJLOLWLHV�GLVFXVVHG�LQ
SUHYLRXV�SDUDJUDSKV�

����0DFURHFRQRPLF�HIIHFWV��+LJKHU�DVVHW�YDOXHV�LQ�VRPH�FRXQWULHV�PD\�KDYH�FDXVHG�H[FHVVLYH
FRQVXPSWLRQ� WKURXJK�ZHDOWK� HIIHFWV�� DV� LV� UHIOHFWHG� LQ� WKH� GHFUHDVHG� SURSHQVLW\� WR� VDYH� DQG� LQ
LQFUHDVHG�LQGHEWHGQHVV��+HQFH��D�ODUJH�GHFOLQH�LQ�DVVHW�SULFHV�PD\�UHYHUVH�WKLV�WHQGHQF\����VORZLQJ
GRZQ�HFRQRPLF� DFWLYLW\�� EXVLQHVV� LQYHVWPHQW� DQG� WKH�SXUFKDVH�RI� QHZ�SURSHUW\� E\� KRXVHKROGV
DPRQJ�RWKHUV�� DQG� WKHUHIRUH� WULJJHULQJ� WKH� FODVVLF� GHEW�GHIODWLRQ� SUREOHP��7KH� GHWHULRUDWLRQ� LQ
PDFURHFRQRPLF�FRQGLWLRQV� LQFUHDVHV�� LQ� JHQHUDO�� EDQNV·� FUHGLW� ULVNV� DQG� OHDGV� WR� LQFRPH� ORVVHV�

�� 7KH�VHQVLWLYLW\�RI�KRXVHKROGV·�FRQVXPSWLRQ�WR�VWRFN�SULFH�GHYHORSPHQWV�KDV�EHHQ�DGGUHVVHG� LQ� OLWHUDWXUH�� )RU� LQVWDQFH��DFFRUGLQJ� WR
&URFNHWW���������WKH�FXPXODWHG�LPSDFW�RI�WKH������VWRFN�H[FKDQJH�FUDVK�RQ�86�LQGXVWULDO�RXWSXW�ZDV�FRQILQHG�WR������RI�*'3��$�IDOO
LQ�WKH�UDWLR�EHWZHHQ�WKH�SULFH�RI�VKDUHV�RU�RI�H[LVWLQJ�KRXVHV�DQG�WKH�UHSODFHPHQW�FRVW�RI�FDSLWDO�RU�WKH�SULFH�RI�QHZ�KRXVHV�PD\�KDYH
D�SRWHQWLDOO\�JUHDWHU�HIIHFW�RQ�HFRQRPLF�DFWLYLW\��H�J��IRU�RQH�(8�FRXQWU\�HFRQRPHWULF�VLPXODWLRQV�LPSO\�WKDW�D�����IDOO�LQ�UHDO�HVWDWH
SULFHV�ZRXOG�KDYH�D�FXPXODWLYH�QHJDWLYH� LPSDFW�RI����RQ�UHDO�*'3�YLD�FRQVXPSWLRQ�DQG�KRXVLQJ�LQYHVWPHQW�� ,I�WKH�IDOO� LQ�SULFHV�LV
FRXSOHG�ZLWK�KLJKHU�LQWHUHVW�UDWHV��DQ�DGGLWLRQDO�QHJDWLYH�HIIHFW�RQ�H[SRUWV�DQG�GRPHVWLF�VSHQGLQJ�KDV�WR�EH�WDNHQ�LQWR�DFFRXQW�
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7KH� LQFUHDVHG� VWRFN� KROGLQJV� RI� KRXVHKROGV� FRXOG� SURSDJDWH� WKH� LPSRUWDQFH� RI� WKLV� FKDQQHO�
(TXLW\�KROGLQJV�E\�KRXVHKROGV�VWLOO�GLIIHU�VKDUSO\�DFURVV�(8�FRXQWULHV��IRU�LQVWDQFH��ERWK�LQ�$7�DQG
LQ� '(� VKDUHV� UHSUHVHQW� D� OLPLWHG� SRUWLRQ� RI� KRXVHKROGV·� LQYHVWPHQWV�� 1RQHWKHOHVV�� LI� LQGLUHFW
KROGLQJV�� PDLQO\� WKURXJK� PXWXDO� IXQGV�� DUH� WDNHQ� LQWR� DFFRXQW�� D� WUHQG� WRZDUGV� DQ� LQFUHDVHG
LPSRUWDQFH�RI�HTXLW\� LQYHVWPHQWV� LQ�KRXVHKROGV·�SRUWIROLRV� LV� DSSDUHQW� WKURXJKRXW� WKH�(8��7KH
ODUJHU�SDUW�RI�KRXVHKROG·V�ZHDOWK�LV�VWLOO�OLNHO\��KRZHYHU��WR�EH�LQYHVWHG�LQ�UHDO�HVWDWH��,Q�DQ\�FDVH�
FDSLWDO�DGHTXDF\�FDQ�SURYH�FUXFLDO�IRU�VKHOWHULQJ�WKH�LPSDFW�RI�D�GHWHULRUDWLRQ�LQ�PDFURHFRQRPLF
SHUIRUPDQFH�RQ�EDQNV��DQG�FXUUHQW�ILJXUHV�VHHP�WR�EH�UHDVVXULQJ�LQ�WKLV�UHVSHFW�

����%DQNV·�IXQGLQJ�SRVVLELOLWLHV�DQG�FRQGLWLRQV��2YHU�WKH�SDVW�IHZ�\HDUV�WKH�EXR\DQW�VWRFN
PDUNHW� KDV� IDYRXUHG� WKH� LQFUHDVHG� FDSLWDOLVDWLRQ� RI� EDQNV� DQG� DQ� LQWHQVH�ZDYH� RI�PHUJHUV� DQG
DFTXLVLWLRQV��$VVHW�SULFH�GHFOLQHV�ZRXOG�SUREDEO\�KLQGHU�RU�KDOW�WKH�UHVWUXFWXULQJ�RI�WKH�EDQNLQJ
LQGXVWU\��)XUWKHUPRUH��EDQNV�QHHGLQJ�IUHVK�FDSLWDO�PLJKW�ILQG�LW�GLIILFXOW�DQG�FRVWO\�WR�WDS�LW�LQ�WKH
VWRFN�RU�ERQG�PDUNHWV�LI�WKH\�DUH�YHU\�FORVH�WR�WKH�PLQLPXP�UHJXODWRU\�UHTXLUHPHQWV��7KLV�ZRXOG
DOVR�SXW� D� VWUDLQ�RQ� WKH� IXWXUH�GHYHORSPHQW�RI� EDQNV·� EXVLQHVV� DFWLYLWLHV��7KH� IXQGLQJ� SUREOHPV
SUREDEO\�GR�QRW�FRQVWLWXWH�D�SULPDU\�FKDQQHO�WKURXJK�ZKLFK�WKH�VWUDLQ�VSUHDGV�IURP�WKH�VWRFN�RU
UHDO�HVWDWH�PDUNHWV�WR�WKH�EDQNLQJ�V\VWHP��EXW�PD\�H[DFHUEDWH�EDQNV·�GLIILFXOWLHV�LI�WKH\�DULVH�

����6ROYLQJ�EDQNLQJ�SUREOHPV��6KRXOG�VHYHUH�EDQNLQJ�SUREOHPV�DULVH��WKH\�ZRXOG�DOVR�EH�PRUH
GLIILFXOW�WR�UHVROYH� LQ�GHSUHVVHG�PDUNHW�FRQGLWLRQV��)RU� LQVWDQFH�� LW�PLJKW�EH�GLIILFXOW�WR�RUJDQLVH
EURNHUHG�VROXWLRQV�RU�PHUJHUV��,Q�WKH�SDVW��IRU�LQVWDQFH��EURNHUHG�VROXWLRQV�WR�FULVHV�KDYH�SURYHG
WR�EH�DQ�HIIHFWLYH�ZD\�WR�FRSH�ZLWK�GLVWUHVVHG�VLWXDWLRQV�WULJJHUHG�E\�DVVHW�SULFH�GHFOLQH��WKH�����
OLIHERDW�LQ�WKH�8.�FDQ�EH�WDNHQ�DV�D�EHQFKPDUN�IRU�WKLV�W\SH�RI�RSHUDWLRQ��1RQHWKHOHVV��GHSUHVVHG
VWRFN� PDUNHWV�� WRJHWKHU� ZLWK� WKH� VWUXFWXUDO� FKDQJHV� WKDW� KDYH� WDNHQ� SODFH� LQ� WKH� FRPSHWLWLYH
HQYLURQPHQW��PD\�DIIHFW�WKH�ZLOOLQJQHVV�RI�EDQNV�WR�SDUWLFLSDWH�LQ�VXFK�RSHUDWLRQV�

����2YHUDOO�DVVHVVPHQW

$OO�LQ�DOO��WKH�FUHGLW�ULVN�FKDQQHO��HVSHFLDOO\�WKURXJK�EDQN�H[SRVXUHV�YLV�j�YLV�WKH�UHDO�HVWDWH�VHFWRU�
DSSHDUV�WR�EH�WKH�PRVW�SURPLQHQW�VRXUFH�RI�FRQFHUQ�IRU�EDQNLQJ�VWDELOLW\��VKRXOG�D�PDMRU�GHFOLQH
LQ�DVVHW�SULFHV�RFFXU��+RZHYHU��HYHQ�LQ�FRXQWULHV�ZKHUH�UHDO�HVWDWH�SULFHV�KDYH�FOLPEHG�IDUWKHVW
�,(� DQG� 1/�� QR� PDMRU� V\VWHPLF� WKUHDW� ZDV� LGHQWLILHG�� 1RQHWKHOHVV�� WKH� H[SRVXUHV� RI� WKH� ODVW
HQWUDQWV�LQ�WKH�UHDO�HVWDWH�PDUNHW�FDQ�EH�YHU\�VLJQLILFDQW��6RPH�RWKHU�FRXQWULHV�KDYH�DOVR�UHFHQWO\
H[SHULHQFHG� H[SDQVLYH� UHDO� HVWDWH� PDUNHWV� �(6�� 37�� ),� DQG� WKH� 8.��� ,7� EDQNV� DUH� LQ� D� TXLWH
GLIIHUHQW�SKDVH��7KH�GHFUHDVH�LQ�UHDO�HVWDWH�SULFHV�XQWLO�������LQ�SDUWLFXODU��FDXVHG�D�GHWHULRUDWLRQ
LQ�WKH�TXDOLW\�RI�EDQN� OHQGLQJ�WR�WKH�UHDO�HVWDWH�VHFWRU�DQG�D�UHGXFWLRQ� LQ�WKH�YDOXH�RI�FROODWHUDO
�WRWDO� H[SHFWHG� ORVVHV� DPRXQWLQJ� WR� VRPH� ���� RI� WKH� WRWDO� VXSHUYLVRU\� FDSLWDO� UHTXLUHPHQW��
+RZHYHU��WKH�UDWLR�RI�EDG�GHEWV� WR� WRWDO�FROODWHUDOLVHG�EDQN� ORDQV�KDV�UHFHQWO\�GHFUHDVHG� �IURP
DURXQG� ��� WR� ��� EHWZHHQ� -XQH� ����� DQG� -XQH� ������ GXH� WR� WKH� SLFN�XS� LQ� WKH� UHDO� HVWDWH
PDUNHWV�

:KDW� VHHPV� SRWHQWLDOO\� ZRUU\LQJ� LV� WKH� FRQFXUUHQW� WLJKWHQLQJ� RI� FRPSHWLWLRQ� LQ� WKH� UHODWHG
OHQGLQJ� DFWLYLWLHV� RI� EDQNV�� 1DUURZLQJ� PDUJLQV�� ZKLFK� FRQILUP� WKLV� GHYHORSPHQW�� KDYH� EHHQ
REVHUYHG� LQ�PDQ\� FRXQWULHV�� 5LVLQJ� /79V�ZHUH� DOVR� UHSRUWHG� IRU� D� QXPEHU� RI� FRXQWULHV�� ZKLOH
WKHUH�KDV�QRW�EHHQ�DQ\�DSSDUHQW�VODFNHQLQJ�RI�WKH�RWKHU�FUHGLW�VWDQGDUGV�

/HVV�LQIRUPDWLRQ�LV�DYDLODEOH�RQ�WKH�FUHGLW�ULVN�H[SRVXUH�LQ�UHVSHFW�RI�VWRFN�PDUNHW�LQYHVWPHQWV�
EXW�²�ZLWK�DOO�GXH�FDXWLRQ�²�WKH�H[LVWLQJ�HYLGHQFH�GRHV�QRW�ORRN�YHU\�DODUPLQJ��'LUHFW�KROGLQJV�RI
VKDUHV�RU�UHDO�HVWDWH�E\�EDQNV�DUH�QRW�YHU\�ZRUU\LQJ�HLWKHU��ZLWK�WKH�RQO\�H[FHSWLRQ�RI�),�EDQNV·
H[SRVXUH�LQ�UHDO�HVWDWH�
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7KH� HIIHFWV� RQ� EDQNV·� LQFRPH� DQG� WKH� ´VHFRQG� URXQGµ� HIIHFWV� WKURXJK� WKH� LPSDFW� RQ
PDFURHFRQRPLF�FRQGLWLRQV�DQG�EDQNV·� IXQGLQJ�SRVVLELOLWLHV�DUH�RQO\� OLNHO\� WR�JLYH� ULVH� WR� VHULRXV
FRQFHUQ� LQ� WKH� HYHQW� RI� D� VHYHUH� DQG� SURORQJHG� IDOO� LQ� DVVHW� SULFHV�� DFFRPSDQLHG� E\� D� VHULRXV
UHFHVVLRQ�� ,Q� WKLV� VFHQDULR� WKH� GHEW� VHUYLFLQJ� FDSDELOLWLHV� RI� EDQNV·� FOLHQWV� ZRXOG� GHWHULRUDWH
VLJQLILFDQWO\�

(YHQ�WKRXJK�RYHUDOO�FRQFHUQV�DUH�QRW�KHLJKWHQHG��LW�LV�HVVHQWLDO�WKDW�VXSHUYLVRU\�DXWKRULWLHV�KDYH
WKH�SURSHU�PRQLWRULQJ�GHYLFHV�LQ�SODFH�DQG�SD\�JUHDW�DWWHQWLRQ�WR�WKH�ULVNV�LQFXUUHG�E\�LQVWLWXWLRQV
XQGHU�WKHLU�UHVSRQVLELOLW\�LQ�WKH�HYHQW�RI�D�VKDUS�UHYHUVDO�RI�UHDO�HVWDWH�SULFHV�

� $FWLRQV�WDNHQ�E\�VXSHUYLVRU\�DXWKRULWLHV

,Q� WKRVH� FRXQWULHV�ZKHUH� SRVVLEOH� ULVNV� IRU� WKH� EDQNLQJ� VHFWRU� RI� VKDUS� FKDQJHV� LQ� UHDO� HVWDWH
SULFHV�KDYH�VXUIDFHG��VXSHUYLVRU\�DXWKRULWLHV��FHQWUDO�EDQNV�RU�VHSDUDWH�DXWKRULWLHV��KDYH�DOUHDG\
WDNHQ� D� QXPEHU� RI� DFWLRQV� IRU� WKH� EHQHILW� RI� SUHVHUYLQJ� ILQDQFLDO� VWDELOLW\� LQ� RUGHU� WR� HQVXUH
SUXGHQW� OHQGLQJ� SUDFWLFHV� E\� EDQNV�� 7KHVH� DFWLRQV� FDQ� EH� JURXSHG� LQWR� WKH� IROORZLQJ� ILYH
FDWHJRULHV�

• SXEOLF�FRPPXQLFDWLRQ�RI�FRQFHUQV�

• GLUHFW�FRQWDFWV�ZLWK�EDQN�PDQDJHPHQW�

• VSHFLILF��RQ�VLWH��H[DPLQDWLRQV�RI�EDQNV·�UHDO�HVWDWH�OHQGLQJ�SUDFWLFHV�

• VSHFLILF� VXSHUYLVRU\� PHDVXUHV� WR� DGGUHVV� WKH� DELOLW\� RI� EDQNV� WR� ZLWKVWDQG� VLJQLILFDQW� UHDO
HVWDWH�SULFH�UHYHUVDOV��VHQVLWLYLW\�DQDO\VHV���DQG

• UHJXODWRU\�PHDVXUHV�

7KH�PHDVXUHV�WDNHQ�DUH�EULHIO\�GHVFULEHG�EHORZ�

���� 3XEOLF� FRPPXQLFDWLRQ� RI� FRQFHUQV�� 7KH� &HQWUDO� %DQN� RI� ,UHODQG�� 'H� 1HGHUODQGVFKH
%DQN��WKH�%DQFR�GH�3RUWXJDO��DQG�6XRPHQ�3DQNNL�KDYH�SXEOLVKHG�DUWLFOHV�RQ�WKH�UHDO�HVWDWH�PDUNHW
DQG�OHQGLQJ�GHYHORSPHQWV��7KH�&HQWUDO�%DQN�RI�,UHODQG�KDV�H[SUHVVHG�UHSHDWHG�XQHDVH�DERXW�WKH
KLJK�OHYHOV�RI�JURZWK�LQ�SULFHV�DQG�OHQGLQJ��'H�1HGHUODQGVFKH�%DQN�VWDUWHG�YRLFLQJ�LWV�FRQFHUQV�LQ
6HSWHPEHU�������SRLQWLQJ�RXW�WKH�ULVNV�IRU�ERWK�EDQNV�DQG�KRXVHKROGV��7KH�)LQDQFLDO�6XSHUYLVLRQ
$XWKRULW\� RI� )LQODQG� KDV� H[SUHVVHG� FRQFHUQV� DERXW� WKH� VLJQLILFDQW� UHDO� HVWDWH� KROGLQJV� RI� WKH
)LQQLVK�EDQNV�DV�D�UHVXOW�RI� WKH�EDQNLQJ�FULVLV� LQ� LWV�$QQXDO�5HSRUW�DQG�RWKHU�SXEOLF� VWDWHPHQWV�
6XRPHQ�3DQNNL� KDV� DOVR� UHFHQWO\� VWDUWHG� WR� UDLVH� SXEOLF� DZDUHQHVV� RI� WKH� GDQJHUV� RI� WRR� UDSLG
OHQGLQJ� JURZWK�� 7KH�&RPPLVVLRQ� EDQFDLUH� KDV� DOVR� SXEOLVKHG� DUWLFOHV� DQG�� HVSHFLDOO\�� H[SUHVVHG
VRPH�FRQFHUQV�DERXW�WKH�EXR\DQW�FRPPHUFLDO�UHDO�HVWDWH�VHFWRU�LQ�)UDQFH��7KH�%DQFR�GH�(VSDxD·V
*RYHUQRU� KDV�PDGH� VHYHUDO� UHIHUHQFHV� WR� WKLV� LVVXH� LQ� KLV� VSHHFKHV�� 7KH�&KDLUPDQ� RI� WKH�8.
)LQDQFLDO�6HUYLFHV�$XWKRULW\�KDV�FDOOHG�RQ�PRUWJDJH�OHQGHUV�WR�UHYLHZ�WKHLU�OHQGLQJ�SUDFWLFHV�DQG�
LQ�SDUWLFXODU�� WR�UHWDLQ�VWURQJ� WHVWV�RI�GHEW�VHUYLFLQJ�FDSDFLW\� DQG�SUXGHQW� OHQGLQJ�FRQFHQWUDWLRQ
ULVN�OLPLWV�

����0HHWLQJV�ZLWK�EDQN�PDQDJHPHQW��7KH�&HQWUDO�%DQN�RI�,UHODQG�KDV�FRQYH\HG�LWV�FRQFHUQV
LQ�FRQWDFWV�ZLWK�EDQN�PDQDJHPHQW��HPSKDVLVLQJ� WKH�QHHG� IRU�PDLQWDLQLQJ�JRRG�FUHGLW� VWDQGDUGV�
6LPLODUO\�� 'H� 1HGHUODQGVFKH� %DQN� KDV� KDG� UHJXODU� PHHWLQJV� DW� WKH� ERDUG� OHYHO�� 7KH� )UHQFK
VXSHUYLVRU\�DXWKRULWLHV�FRQGXFW�UHJXODU�PHHWLQJV�ZLWK�EDQN�PDQDJHPHQW�RQ�WKH�UHDO�HVWDWH�VHFWRU
SURVSHFWV�
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����6SHFLILF��RQ�VLWH��H[DPLQDWLRQV�RI�EDQNV·� OHQGLQJ�SUDFWLVHV��7KH�)LQDQFLDO�6XSHUYLVLRQ
$XWKRULW\� RI� )LQODQG� KDV� FRQGXFWHG� D� VSHFLILF� H[DPLQDWLRQ� RI� UHDO� HVWDWH� OHQGLQJ� SUDFWLFHV� DQG
IRXQG� D� VLJQLILFDQW� UHGXFWLRQ� LQ� EDQNV·� LQWHUHVW� PDUJLQV�� 7KH� )LQDQFLDO� 6XSHUYLVLRQ� $XWKRULW\� RI
6ZHGHQ� KDV� PDGH� D� VSHFLILF� VWXG\� RI� EDQNV·� OHQGLQJ� SUDFWLFHV� DQG� FRQGLWLRQV�� EXW� IRXQG� QR
HYLGHQFH�RI�PRUH�OD[�OHQGLQJ�WHUPV��'H�1HGHUODQGVFKH�%DQN�KDV�UHFHQWO\�FRQGXFWHG�DQ�LQ�GHSWK
VWXG\�RI�EDQNV·�FUHGLW�PDQDJHPHQW�SURFHVVHV�DQG�SUDFWLFHV�

����6HQVLWLYLW\�DQDO\VHV��7KH�&HQWUDO�%DQN�RI�,UHODQG�KDV�UHTXLUHG�EDQNV�WR�FRQGXFW�VHQVLWLYLW\
DQDO\VHV� LQ� UHODWLRQ� WR� DGYHUVH� HYHQWV�� VXFK� DV� D� UHDO� HVWDWH� SULFH� IDOO� RU� D� VL]HDEOH� LQFUHDVH� LQ
LQWHUHVW� UDWHV�� ,Q� )UDQFH�� WKH� ������ UHJXODWLRQ� RQ� LQWHUQDO� FRQWURO� V\VWHPV� UHTXLUHV� FUHGLW
LQVWLWXWLRQV��LQ�SDUWLFXODU��WR�GHYHORS�FUHGLW�ULVN�VHOHFWLRQ�SURFHGXUHV��7KH�PRQLWRULQJ�PXVW�DSSO\
WR�HDFK�FRXQWHUSDUW��DV�ZHOO�DV�EHLQJ�FRQGXFWHG�E\�HFRQRPLF�VHFWRU��JHRJUDSKLF�]RQH�DQG�OHYHO�RI
ULVN��%DQNV�DUH�UHTXLUHG�WR�XSGDWH�WKHLU�FRVW�RI�ULVN��DQG�WR�GR�VR�DW�OHDVW�RQ�D�TXDUWHUO\�EDVLV�IRU
WKH�PRVW�VLJQLILFDQW�ORDQV��6HQVLWLYLW\�DQDO\VHV��FR�RUGLQDWHG�E\�WKH�VXSHUYLVRU\�DXWKRULW\��DUH�DOVR
FRQGXFWHG� LQ� WKH�8.�ZLWK� WKH� LQWHQWLRQ� RI� HQFRXUDJLQJ�PRUH� IRUZDUG�ORRNLQJ� ULVN� DVVHVVPHQW�
7KH� )LQDQFLDO� 6HUYLFHV� $XWKRULW\� KDV� PDGH� H[SOLFLW� SURSRVDOV� WKDW� DOO� 8.� EDQNV� VKRXOG�� IRU
LQVWDQFH��GRFXPHQW�WKHLU�VWUDWHJ\�DQG�ULVN�PDQDJHPHQW�SUDFWLFHV�DQG�FRQVLGHU�WKH�H[WHUQDO�IDFWRUV
WKDW�PLJKW�DIIHFW�WKHLU�EXVLQHVV��'H�1HGHUODQGVFKH�%DQN�� WKH�%DQFR�GH�(VSDxD�DQG�WKH�)LQDQFLDO
6XSHUYLVLRQ� $XWKRULW\� RI� )LQODQG� KDYH� DVVHVVHG� WKH� ORVVHV� IRU� WKH� EDQNLQJ� VHFWRU� XQGHU� VWUHVV
VFHQDULRV�FRQFHUQLQJ�DVVHW�SULFH�GHYHORSPHQWV�

����5HJXODWRU\�PHDVXUHV�� (6� KDV� VHW� XS� D� QHZ� VROYHQF\� SURYLVLRQ�� ZKLFK� FRYHUV� WKH� ODWHQW
LQVROYHQF\� DQG� ZKLFK� LV� DGGLWLRQDO� WR� WKH� FXUUHQW� SURYLVLRQV� RQ� LPSDLUHG� DVVHWV�� 7KLV� QHZ
SURYLVLRQ�DLPV�WR�PLWLJDWH�WKH�HIIHFW�RI�WKH�HFRQRPLF�F\FOH�RQ�WKH�DFFRXQWV�RI� WKH�EDQNV�� ,Q� ,(�
EDQNV� KDYH� EHHQ� UHTXHVWHG� WR� DGKHUH� WR� SUXGHQW� QRUPV� ZLWK� UHVSHFW� WR� /79V� DQG� DFFHSWHG
LQFRPH�PXOWLSOHV�LQ�OHQGLQJ��,(�LV�DOVR�FRQVLGHULQJ�ZKHWKHU�LQVWLWXWLRQV�VKRXOG�UHYLHZ�WKHLU�H[LVWLQJ
SURYLVLRQLQJ� SROLFLHV� WR� UHIOHFW� WKH� GLIILFXOWLHV� ZKLFK� PD\� DULVH� XQGHU� PRUH� GLIILFXOW� HFRQRPLF
FLUFXPVWDQFHV��7ZLFH�D�\HDU��WKH�)UHQFK�VXSHUYLVRU\�DXWKRULWLHV�FRQGXFW�D�VSHFLILF�VXUYH\�RQ�WKH
FRPPHUFLDO�UHDO�HVWDWH�VHFWRU��$Q�RIILFLDO�OHWWHU�ZDV�DOVR�UHFHQWO\�VHQW�E\�WKH�)UHQFK�VXSHUYLVRU\
DXWKRULWLHV�WR�WKH�)UHQFK�DVVRFLDWLRQ�RI�FUHGLW�LQVWLWXWLRQV�WR�XQGHUOLQH�WKH�QHFHVVLW\�IRU�FDXWLRQ�LQ
JUDQWLQJ� ORDQV� WR� WKH� H[SDQVLYH� FRPPHUFLDO� UHDO� HVWDWH� VHFWRU�� %DQFR� GH� 3RUWXJDO� KDV� DOVR
FRQVLGHUHG� LQFUHDVLQJ� SURYLVLRQLQJ� UHTXLUHPHQWV�� ,Q� ),� WKH� VXSHUYLVRU\� DXWKRULW\� KDV� UHTXHVWHG
EDQNV� WR� GHYLVH� D� SODQ� WR� UHGXFH� WKHLU� UHDO� HVWDWH� KROGLQJV� VLJQLILFDQWO\� DQG� WR� DGMXVW� WKH� ERRN
YDOXHV� LI� WKHVH� DUH� WRR� KLJK� FRPSDUHG� ZLWK� WKH� H[SHFWHG� PDUNHW� UHWXUQV� RQ� UHDO� HVWDWH
LQYHVWPHQWV��0RUHRYHU�� EDQNV� KDYH� EHHQ� UHTXHVWHG� WR� SURYLGH� DGHTXDWH� SXEOLF� LQIRUPDWLRQ� RQ
WKHLU�UHDO�HVWDWH�KROGLQJV�
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7KLV� $QQH[� LV� LQWHQGHG� WR� DGGUHVV� WKH� OLWHUDWXUH� FRQFHUQLQJ� WKH� SRVVLEOH� UHODWLRQVKLS� EHWZHHQ
DVVHW�SULFH�F\FOHV�DQG�EDQNLQJ�IUDJLOLW\��7KH�VXUYH\�LV�PHDQW�WR�JLYH�DQ�LGHD�RI�WKH�PDLQ�DUJXPHQWV
LQ�WKH�OLWHUDWXUH��,W�VKRXOG�QRW�EH�UHJDUGHG�DV�D�FRPSUHKHQVLYH�DFFRXQW�RI�WKH�OLWHUDWXUH�RQ�WKLV
WRSLF�� 7KHUH� LV� PXFK� OLWHUDWXUH� RQ� ZK\� D� ILQDQFLDO� FULVLV� FRXOG� KDYH� GHWULPHQWDO� HIIHFWV� RQ
PDFURHFRQRPLF� GHYHORSPHQWV�� RU� KRZ� IDOOLQJ� DVVHW� SULFHV� FRXOG� DIIHFW� WKH� PDFURHFRQRP\
WKURXJK�YDULRXV�FKDQQHOV��7KHUH�DUH�GLIIHUHQW�YLHZV�RQ�WKHVH� LVVXHV��DQG�RQH�WKHRU\�DUJXHV�WKDW
HYHQ�VHYHUH�DVVHW�SULFH�IDOOV��FDXVLQJ�GLIILFXOWLHV�IRU�EDQNV��QHHG�QRW�KDYH�VWURQJ�UHSHUFXVVLRQV�RQ
WKH�PDFURHFRQRP\��H�J��6FKZDUW]��������7KHVH�LVVXHV�DUH�QRW��KRZHYHU��DGGUHVVHG�LQ�WKLV�VXUYH\�

(YLGHQFH� IURP�SDVW� ILQDQFLDO� FULVHV� VKRZV� WKDW� LQ� D� QXPEHU�RI� LQVWDQFHV� ODUJH� DVVHW� SULFH� F\FOHV
KDYH�SUHFHGHG�VHYHUH�EDQNLQJ�SUREOHPV�IRU�ERWK�LQGXVWULDO�DQG�HPHUJLQJ�FRXQWULHV��H�J��.DPLQVN\
DQG�5HLQKDUW�������+HUULQJ�DQG�:DFKWHU��������:KLOH� LW� LV�WUXH�WKDW�VKDUS�DVVHW�SULFH� IDOOV�PD\
QRW�DOZD\V�WULJJHU�EDQNLQJ�FULVHV�DQG�WKDW�EDQNLQJ�FULVHV�FDQ�RFFXU�ZLWKRXW�VLJQLILFDQW�DVVHW�SULFH
F\FOHV��WKH�WZR�GHYHORSPHQWV�KDYH�RIWHQ�EHHQ�FRUUHODWHG��7KH�H[SODQDWLRQV�JLYHQ�LQ�WKH�OLWHUDWXUH
VKRXOG� HQFRXUDJH� VXSHUYLVRUV� WR� WKLQN� DERXW� EDQNV� DV� NH\� HFRQRPLF� DJHQWV� VXVFHSWLEOH� WR� WKH
GDQJHU�RI�XQGHUHVWLPDWLQJ�WKH�LPSDFW�RI�DQ�DVVHW�SULFH�GHFOLQH�RQ�WKHLU�SHUIRUPDQFH�

)ROORZLQJ�)LVKHU·V� ������� ������ DQDO\VLV� RI� WKH�*UHDW�'HSUHVVLRQ��PDQ\� DXWKRUV� KDYH� VXJJHVWHG
WKDW�WKH�EDVLF�UHDVRQ�IRU�WKH�FRQQHFWLRQ�EHWZHHQ�DVVHW�SULFH�F\FOHV�DQG�EDQNLQJ�SUREOHPV�LV�WKH
RYHU�H[SDQVLRQ�RI�EDQN�FUHGLW��UHOD[HG�OHQGLQJ�VWDQGDUGV��IXHOOLQJ�WKH�EXLOG�XS�RI�DVVHW�SULFHV�DQG
LQFUHDVLQJ�EDQNV·�FUHGLW�ULVNV����7KH�SUREOHP�LV�VHHQ�WR�GHYHORS�LQ�VWDJHV��ZLWK�LQFUHDVLQJ�ILQDQFLDO
IUDJLOLW\� LQ� WKH� KRXVHKROG� DQG� FRUSRUDWH� VHFWRUV� DQG� D� KHLJKWHQLQJ� YXOQHUDELOLW\� RI� EDQNV���� 7KH
VWDUW�RI�WKH�´DVVHW�SULFH�GHEW�F\FOHµ�FDQ�EH�DQ\�H[RJHQRXV�HYHQW��VXFK�DV�WHFKQRORJLFDO�SURJUHVV�RU�D
FKDQJH� LQ� WKH� LQVWLWXWLRQDO� HQYLURQPHQW� RU� GHUHJXODWLRQ���� 7KH� VXEVHTXHQW� DFFHOHUDWLRQ� RI
HFRQRPLF�JURZWK�DQG�DVVHW�SULFHV�WULJJHUV�´HXSKRULDµ�DV�KRXVHKROGV�DQG�ILUPV�DQWLFLSDWH�IXUWKHU
DVVHW� SULFH� ULVHV� DQG� LQFUHDVH� WKHLU� ZLOOLQJQHVV� WR� HQJDJH� LQ� GHEW�ILQDQFHG� LQYHVWPHQW� LQ� WKHVH
DVVHWV��$�VHOI�VXVWDLQLQJ�SURFHVV�LV�WKHQ�VWDUWHG��WKH�LQFUHDVHG�FROODWHUDO�YDOXHV�HQKDQFH�FOLHQWV·�DELOLW\
WR� DFFXPXODWH� GHEW� DQG� WKH� LQFUHDVLQJ� YDOXH� RI� EDQN� FDSLWDO� HQKDQFHV� EDQNV·� DELOLW\� WR� H[WHQG
FUHGLW�

2QFH� WKH�SHDN�RI� WKH�F\FOH� LV�EHLQJ� DSSURDFKHG�� DVVHW�SULFHV� EHFRPH� LQFUHDVLQJO\� GLVFRQQHFWHG
IURP�WKHLU�´IXQGDPHQWDO�YDOXHVµ�DQG�YXOQHUDEOH�YLV�j�YLV�H[RJHQRXV�VKRFNV��7KH�VKRFN�FDQ�EH�DQ
XQDQWLFLSDWHG� FKDQJH� LQ� WKH� RYHUDOO� HFRQRPLF� RU� FRUSRUDWH� VHFWRU� SHUIRUPDQFH�� 7KLV� HYHQW
GHVWUR\V�PDUNHW�FRQILGHQFH�DQG�FDXVHV�D�IOLJKW�DZD\�IURP�WKH�UHVSHFWLYH�DVVHWV��7KH�SULFH�FROODSVH
FDQ�EH�KHLJKWHQHG�VXEVWDQWLDOO\�E\�IRUFHG�VDOHV�RI�DVVHWV��7KH�GLIILFXOWLHV�H[SHULHQFHG�E\�ERUURZHUV
DUH� WUDQVPLWWHG� WR�EDQNV��%DQNV·�EDG� ORDQ�DQG�FDSLWDO�DGHTXDF\�SUREOHPV�PD\� OHDG� WR� WLJKWHQLQJ
OHQGLQJ� VWDQGDUGV� DQG� FUHGLW� UDWLRQLQJ�� WKHUHE\� DJJUDYDWLQJ� FXVWRPHUV·� GLIILFXOWLHV� IXUWKHU�� ,Q� WKH

�� 0LQVN\���������������������.LQGOHEHUJHU���������(LFKHQJUHHQ�DQG�3RUWHV��������DQG�$OOHQ�DQG�*DOH��������
�� 0LQVN\�GHVFULEHV�WKH�FKDQJLQJ�QDWXUH�RI�GHEW� LQ�WKH�SURFHVV��)LUVW��WKHUH�LV�RQO\�´KHGJHG�GHEWµ��ZKLFK�FDQ�EH�UHSDLG�ZLWK�WKH�JDLQV

IURP�WKH�RSHUDWLRQV�ILQDQFHG�E\�LW��$W�VRPH�SRLQW��LW�JLYHV�ZD\�WR�´VSHFXODWLYH�ILQDQFHµ��ZKLFK�FRPSHOV�ERUURZHUV�WR�VHOO�VRPH�RI�WKHLU
DVVHWV� LQ�RUGHU�WR�SD\�EDFN�WKH�SULQFLSDO��7KH�ODVW�VWHS�LV�FDOOHG�´3RQ]L�ILQDQFHµ��ZKLFK�RFFXUV�ZKHQ�QHZ�GHEW� LV�FRQWUDFWHG�RQO\�WR
PHHW� WKH� REOLJDWLRQV� DULVLQJ� IURP� SUHYLRXVO\� DFTXLUHG� GHEW�� 'XULQJ� WKLV� SURFHVV�� WKH� VKDUH� RI� VKRUW�WHUP� GHEW� LQFUHDVHV� DV� WKH
FUHGLWZRUWKLQHVV�RI�WKH�ERUURZHUV�GHFUHDVHV�DQG�WKH�ILQDQFLDO�IUDJLOLW\�RI�WKH�ERUURZHUV�LQFUHDVHV�

�� )RU�LQVWDQFH��'DYLV��������SRLQWV�RXW�WKDW�GHUHJXODWLRQ��HVSHFLDOO\�LI�FDUULHG�RXW�GXULQJ�DQ�HFRQRPLF�ERRP��FDQ�VLJQLILFDQWO\�IRVWHU�WKH
DVVHW�SULFH�F\FOH��VLQFH�LW�LQFUHDVHV�EDQNLQJ�FRPSHWLWLRQ�DQG�KHLJKWHQV�WKH�ERRP�LQ�WKH�HFRQRP\�DV�D�ZKROH�
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PRVW� VHYHUH� FDVHV�� FRQILGHQFH� SUREOHPV� LQ� UHVSHFW� RI� WKH� VRXQGQHVV� RI� EDQNV� OHDG� WR� UXQV� RQ
EDQN�GHSRVLWV��D�´UHDO�ILQDQFLDO�FULVLVµ�LQ�WKH�WHUPLQRORJ\�RI�6FKZDUW]�������

(PSLULFDO� HYLGHQFH� LQ� IDYRXU� RI� WKH� FDXVDO� OLQNV� LQ� WKH� )LVKHU�0LQVN\�.LQGOHEHUJHU� WKHRU\� LV
VRPHZKDW�PL[HG����+RZHYHU��WKH�WHVWV�RQ�WKH�GLUHFWLRQ�RI�FDXVDOLW\�DQG�WKH�RULJLQV�RI� LQVWDELOLW\
GR�QRW�FDVW�GRXEW�RQ�WKH�PDLQ�SRLQW�� L�H��WKH�VWULFW� OLQN�EHWZHHQ�D�VKDUS�UHYHUVDO�RI�SULFHV�LQ�WKH
VWRFN�RU�UHDO�HVWDWH�PDUNHW�DQG�WKH�VSUHDGLQJ�RI�LQVWDELOLW\�LQ�WKH�EDQNLQJ�VHFWRU�

6RPH� HOHPHQWV� RI� XQGHVLUDEOH� EDQN� EHKDYLRXU�� QDPHO\� D� ODFN� RI� SUXGHQFH� DQG� H[FHVVLYHO\� ORRVH
FUHGLW� VWDQGDUGV�� FRXOG�KHLJKWHQ� WKH�DVVHW�SULFH�GHEW� F\FOH��7KLV� FDQ� WDNH�SODFH�HVSHFLDOO\� LQ� WKH
HYHQW�RI�EDQNV�HQJDJLQJ�LQ�VKDUS�PDUNHW�VKDUH�FRPSHWLWLRQ�RYHU�WKH�H[SDQGLQJ�FUHGLW�PDUNHW��7KH
ILUVW�SRVVLEOH�H[SODQDWLRQ�IRU�WKLV�NLQG�RI�EHKDYLRXU�LV�WKDW�DQ�XQGHUHVWLPDWLRQ�RI�WKH�SUREDELOLW\�RI
ORZ�IUHTXHQF\�VKRFNV��´GLVDVWHU�P\RSLDµ��OHDGV�EDQNHUV�WR�GRZQSOD\�WKH�ULVN�RI�D�ODUJH�DVVHW�SULFH
GHFOLQH��,Q�DGGLWLRQ��EDQNLQJ�FDQ�DSSHDU�PLVOHDGLQJO\�SURILWDEOH�GXULQJ�WKH�XSVZLQJ���

7KH�VHFRQG�SRVVLEOH�H[SODQDWLRQ�LV�UHODWHG�WR�WKH�H[LVWHQFH�RI�DV\PPHWULF�LQIRUPDWLRQ��ZKLFK�KDV
WKH�EHQHILW�RI�QRW�UHTXLULQJ�D�IRUP�RI�LUUDWLRQDO�EHKDYLRXU�E\�EDQN�PDQDJHPHQW��7KHUH�LV�DEXQGDQW
OLWHUDWXUH�RQ�WKHVH�LVVXHV��IRFXVLQJ��ILUVW��RQ�WKH�ELDVHG�LQFHQWLYHV�RI�WKH�PDQDJHUV�DQG�RZQHUV�RI
EDQNV� GXH� WR� WKH� SXEOLF� VDIHW\� QHW�� IRUHPRVW� GHSRVLW� LQVXUDQFH� �PRUDO� KD]DUG� RI� H[FHVVLYH� ULVN
WDNLQJ����� (VSHFLDOO\� ZKHQ� WKH� EXEEOH� EHJLQV� WR� EXUVW� DQG� ULVNV� VWDUW� WR� PDWHULDOLVH� LQ� WKH� ORDQ
ERRNV��EDQNV�PLJKW�H[SORLW�WKH�RSDTXHQHVV�RI�WKHLU�EHKDYLRXU�WR�LQFUHDVH�WKHLU�ULVN�H[SRVXUH��LQ
DQ�H[WUHPH�DWWHPSW�WR�´JDPEOH�IRU�UHVXUUHFWLRQµ��6HFRQG��WKH�JHQHUDO�SULQFLSDO�DJHQW�SUREOHPV�LQ
EDQNLQJ�FDQ�JLYH�ULVH�WR�WKH�PRUDO�KD]DUG�HIIHFW�HYHQ�ZLWKRXW�WKH�VDIHW\�QHW��H�J��'HZDWULSRQW�DQG
7LUROH����������7KH�H[SODQDWLRQV�GUDZLQJ�RQ�WKH�DV\PPHWULF�LQIRUPDWLRQ�PD\�EH�PRUH�PHDQLQJIXO
IRU�WKH�ODWH�VWDJHV�RI�WKH�DVVHW�F\FOH��ZKHQ�PDQDJHUV�RI�WURXEOHG�LQVWLWXWLRQV�IDFH�WKH�LQFHQWLYH�WR
JDPEOH�RQ�IXUWKHU�ULVHV�LQ�DVVHW�SULFHV�

)LQDOO\��WKHUH�LV�VRPH�OLWHUDWXUH�RQ�WKH�UHDVRQV�ZK\�WKH�PDUNHW�SULFH�RI�DQ�DVVHW�FDQ�RYHUVKRRW
WKH� YDOXH� MXVWLILHG� E\� WKH� ´IXQGDPHQWDO� YDOXHµ�� ZKLFK� LV� GHWHUPLQHG� E\� WKH� GLVFRXQWHG� HDUQLQJV
SRWHQWLDO� �FDVK� IORZ�� RI� WKH� DVVHW� LQ� TXHVWLRQ�� +RZHYHU�� LW� LV� DOZD\V� YHU\� GLIILFXOW� WR� DVVHUW
HPSLULFDOO\� WKDW� DVVHW� SULFHV� DUH� RYHUYDOXHG� FRPSDUHG� ZLWK� WKH� ´IXQGDPHQWDO� YDOXHµ�� VLQFH� WKH
GHWHUPLQDWLRQ�RI�WKH�ODWWHU�LV�D�FRPSOH[�WDVN�DQG�UHTXLUHV�PDQ\�VHQVLWLYH�DVVXPSWLRQV�WR�EH�WDNHQ
LQWR�DFFRXQW��H[SHFWHG�FDVK�IORZ�RI�WKH�DVVHW�LQ�TXHVWLRQ��LQWHUHVW�UDWH�XVHG�IRU�GLVFRXQWLQJ��DQG
UHOHYDQW�ULVN�SUHPLXP��HWF���

$�IL[HG�VXSSO\�RI�DQ�DVVHW�LQ�WKH�VKRUW�UXQ�DQG�XQFHUWDLQW\�UHJDUGLQJ�WKH�GHWHUPLQDWLRQ�RI�LWV�YDOXH
DQG�ULVN�DUH�WKH�WKHRUHWLFDO�SUHFRQGLWLRQV�IRU�D�SULFH�DERYH�WKH�´IXQGDPHQWDO�YDOXHµ��,Q�SDUWLFXODU�

�� )RU�LQVWDQFH��(LVHQEHLV��������VXJJHVWV�WKDW�WKH�GDWD�DYDLODEOH�DUH�QRW�FRQVLVWHQW�ZLWK�WKH�VHTXHQFH�RI�HYHQWV�SXW�IRUZDUG�E\�0LQVN\�
7KHUH�DUH�DOVR�DXWKRUV��VXFK�DV�%HQVWRQ�DQG�.DXIPDQ���������ZKR�DUJXH�WKDW�WKH�PDMRU�GLVWXUEDQFHV�LQ�EDQNLQJ�DULVH�IURP�WKH�UHDO
HFRQRP\�UDWKHU�WKDQ�IURP�WKH�LQKHUHQW�IHDWXUHV�RI�WKH�EDQNLQJ�V\VWHP�

�� .LQGOHEHUJHU��������DQG�*XWWHQWDJ�DQG�+HUULQJ��������DUJXH�WKDW��LQ�PRVW�LQVWDQFHV�RI�UHDO�HVWDWH�SULFH�FUDVKHV��SULFHV�KDG�FOLPEHG
XSZDUGV� IRU�D�YHU\� ORQJ�SHULRG�RI� WLPH��&RQVHTXHQWO\�� WKH�UHSD\PHQW�UHFRUG�RI� WKH�UHDO�HVWDWH� ORDQV�ZDV�JRRG� LQ� FRPSDULVRQ�ZLWK
RWKHU�W\SHV�RI�OHQGLQJ��UHVXOWLQJ�LQ�´P\RSLFµ�EDQN�EHKDYLRXU�

�� 2QH�VHFWLRQ�RI�WKH�OLWHUDWXUH�DUJXHV�WKDW�GHSRVLW�LQVXUDQFH�HQKDQFHV�VWDELOLW\�E\�UHGXFLQJ�WKH�SUREDELOLW\�RI�VHOI�IXOILOOLQJ��'LDPRQG�DQG
'\EYLJ�������EDQN�UXQV��$V�ORQJ�DV�WKH�GHSRVLW�LQVXUDQFH�LV�FUHGLEOH�DQG�JXDUDQWHHV�GHSRVLWRUV·�IXQGV�HIIHFWLYHO\�EDQN�UXQV�VKRXOG�QRW
PDWHULDOLVH��2Q�WKH�RWKHU�KDQG��GHSRVLW�LQVXUDQFH�PD\�GHFUHDVH�VWDELOLW\�E\�HQFRXUDJLQJ�ULVN�WDNLQJ�E\�EDQNV�DQG��KHQFH��LQFUHDVH�WKH
SUREDELOLW\�RI�EDQN�LQVROYHQF\��,Q�DQ�XQGHUSULFHG��IL[HG�SULFHG��ULVN�LQVHQVLWLYH��GHSRVLW�LQVXUDQFH�V\VWHP��EDQNV·�FRVW�RI�IXQGV�GRHV�QRW
UHIOHFW� WKH� ULVN�RI� WKHLU�DVVHW�SRUWIROLR��+HQFH��EDQNV�KDYH�DQ� LQFHQWLYH� WR�PD[LPLVH� WKH� YDOXH�RI� WKH�SXEOLF� VXEVLG\� FRPSRQHQW�E\
WDNLQJ�RQ�PRUH�ULVN��RULJLQDOO\�0HUWRQ��������([WHQVLYH�FRYHUDJH�RI�WKH�OLWHUDWXUH�DQG�UHIHUHQFHV�FDQ�EH�IRXQG�H�J�� LQ�'DYLV�������
�&KDSWHU����

��� 'HZDWULSRQW�DQG�7LUROH�DUJXH�WKDW�WKH�IUDJPHQWHG�QDWXUH�RI�EDQNV·�GHSRVLW�EDVH�DOZD\V� OLPLWV�WKH�JRYHUQDQFH�E\�WKH�GHEW�KROGHUV�
VLQFH�WKH�REYLRXV�IUHH�ULGHU�SUREOHPV�SUHYHQW�WKH�HPHUJHQFH�RI�DFWLYH�PRQLWRULQJ�RI�EDQNV·�ULVN�WDNLQJ�E\�GHSRVLWRUV�
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WKHVH� WZR� IDFWRUV� FDQ� OHDG� WR� DQ� DUUD\� RI� SULFHV�� GLIIHUHQW� SHRSOH�� UDQJLQJ� IURP� ´RSWLPLVWVµ� WR
´SHVVLPLVWVµ�� ZRXOG� EH� ZLOOLQJ� WR� SD\� IRU� WKH� DVVHW� LQ� TXHVWLRQ� �VHH� H�J�� +HUULQJ� DQG�:DFKWHU
�������7KH�´RSWLPLVWVµ�ZRXOG�VWURQJO\�LQIOXHQFH�WKH�PDUNHW�SULFH��ZKLFK�ZRXOG�HQG�XS�DERYH�WKH
´IXQGDPHQWDO� YDOXHµ�� DV� WKH\� ZRXOG� EHFRPH� WKH� RZQHUV� RI� WKH� VFDUFH� DVVHW�� 7KH� ´RSWLPLVWVµ
ZRXOG�UHPDLQ�LQ�WKH�EXVLQHVV�DV�ORQJ�DV�WKH�XSZDUG�WUHQG�LQ�WKH�SULFH�FRQWLQXHV��DQG�WKH\�ZRXOG
EH�DEOH�WR�ERUURZ�DJDLQVW�WKHLU�FDSLWDO�JDLQV�DV�ORQJ�DV�OHQGHUV�YDOXH�WKHLU�DVVHW�DW�PDUNHW�SULFHV
ZKHQ�GHWHUPLQLQJ�WKH�FROODWHUDO�YDOXH��$V�VKRZQ�E\�$OOHQ�DQG�*DOH���������WKH�LQDELOLW\�RI�OHQGHUV
WR�REVHUYH�KRZ�ULVN\�ERUURZHUV·�LQYHVWPHQWV�DUH�FDQ�OHDG�WR�ULVN�VKLIWLQJ�EHKDYLRXU�DQG�FDXVH�WKH
DVVHW�LQ�IL[HG�VXSSO\�WR�EH�ELG�XS�IXUWKHU�E\�WKH�ERUURZHUV��1RWH�WKDW�WKLV�GRHV�QRW�� LQ�WKHRU\�
UHTXLUH�LUUDWLRQDO�LQYHVWRUV�

$Q�REYLRXV�H[DPSOH�RI�DQ�DVVHW�WKDW�LV�LQ�IL[HG�VXSSO\�LQ�WKH�VKRUW�WHUP�LV�UHDO�HVWDWH��6WRFNV�FDQ
DOVR�EH� WKRXJKW� WR� EH� LQ� IL[HG� VXSSO\� LQ� WKH� VKRUW� UXQ� VLQFH� LW� WDNHV� WLPH� WR� LGHQWLI\� SURILWDEOH
RSSRUWXQLWLHV� DQG� H[SDQG� WKH� VXSSO\� RI� VWRFNV�� +RZHYHU�� WKH� WKHRU\� LV� PD\EH� PRUH� UHDGLO\
DSSOLFDEOH� WR�UHDO�HVWDWH� WKDQ�VWRFN�PDUNHWV��6KOHLIHU�DQG�9LVKQ\� �������� IRU�H[DPSOH�� FODLP� WKDW
OLPLWDWLRQV�WR�VKRUW�VHOOLQJ�RU�VRPH�RWKHU�OLPLWV�WR�DUELWUDJH�DUH�DOVR�QHHGHG�IRU�D�EXEEOH�WR�H[LVW�
+HQFH�� LW� KDV� DOVR� EHHQ� FODLPHG� WKDW� VRPH� EHKDYLRXU� RI� ´LUUDWLRQDO� H[XEHUDQFHµ� RQ� WKH� SDUW� RI
LQYHVWRUV� LV� QHHGHG� WR�GULYH� VWRFN�SULFHV� DERYH� WKH� ´IXQGDPHQWDO� YDOXHµ�� DV� GHWHUPLQHG� E\� WKH
GLVFRXQWHG�GLYLGHQG�VWUHDP��+HUG�EHKDYLRXU��LQ�WKH�VHQVH�WKDW�LQYHVWRUV�FRS\�HDFK�RWKHUV·�DFWLRQV
EHFDXVH�WKH\�WKLQN�RWKHUV�KDYH�VXSHULRU�LQIRUPDWLRQ��LV�RQH�SRVVLEOH�H[SODQDWLRQ�IRU�WKH�EXLOGLQJ�
XS�RI�D�EXEEOH��H�J��/DJXQRII�DQG�6FKUHIW��������,Q�WKLV�FDVH��VWRFN�SULFHV�EHFRPH�GHSHQGHQW�RQ
WKH�RQJRLQJ�FRQILGHQFH�RI�WKHVH�LQYHVWRUV�WR�NHHS�WKHLU�DVVHWV�LQ�WKH�VWRFN�PDUNHW�
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Valuation indicators for stock markets, as of 31 October 1999

United States Germany France United Kingdom

 Current Historical  Current Historical  Current Historical  Current Historical

average average average average

Dividend yield 1.3% 3.6% 1.7% 2.0% 2.1% 4.0% 2.6% 4.7%

PE-ratio 32 14 21 17 21 12 24 12

Implicit earnings

growth

6.9% 7.6% 7.1% 6.7%

Belgium Denmark Spain Ireland

 Current Historical  Current Historical  Current Historical  Current Historical

average average average average

Dividend yield 1.8% 4.2% 1.6% 1.5% 2.0% 3.5% 2.3% 3.0%

PE-ratio 20 13 19 18 21 14 19 15

Implicit earnings

growth

7.2% 6.1% 5.7% 6.5%

Italy Netherlands Austria Finland

 Current Historical  Current Historical  Current Historical  Current Historical

average average average average

Dividend yield 2.3% 2.4% 2.0% 4.7% 2.1% 1.9% 1.4% 2.2%

PE-ratio 24 18 29 12 13 19 33 12

Implicit earnings

growth

6.2% 6.2% 7.5% 7.3%

Sweden Greece Portugal Luxembourg

 Current Historical  Current Historical  Current Historical  Current Historical

average average average average

Dividend yield 1.7% 2.4% 1.3% 2.8% 2.4% 3.0% 3.1% 2.3%

PE-ratio 19 18 34 16 21 18 14 17

Implicit earnings

growth

7.5% n.a. n.a. 5.2%

Source: Datastream.
Implicit (future) earnings growth rates are defined on a real  basis  as  of  30  September  1999  for  all  countries  except
Germany,  Belgium  and the  Netherlands, where they refer to October. They are computed according to the "dividend discount
model" assuming the equity risk premium of 5%  (historical average), and the present dividend yield and long-term interest rates
(yields of 10-year benchmark government bonds).
Historical averages are generally calculated from 1987 onwards. However, for the United States, France, the United Kingdom,
Belgium, the Netherlands and Japan they are computed from 1973, whereas the beginning of the calculation period is 1992 for
Luxembourg, 1990 for Greece and Portugal and 1988 for Finland.
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Residential real estate prices
Indexes 1994=100
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1987 59 98 66 50 72 66 58 67 68 47 94 73 69 87 79

1988 63 101 70 62 69 72 53 70 73 54 126 84 88 96 83

1989 70 101 73 77 78 80 69 75 77 63 154 99 106 112 87

1990 76 93 74 88 90 90 86 76 82 81 145 111 105 123 88

1991 80 94 80 101 84 92 97 79 87 85 125 119 104 117 94

1992 87 88 85 100 89 95 103 85 94 90 102 108 100 107 96

1993 93 94 90 99 93 95 103 93 95 95 94 96 98 101 99

1994 100 100 100 100 100 100 100 100 100 100 100 100 100 100 100

1995 105 100 98 104 95 106 102 105 99 103 97 101 100 98 102

1996 109 109 98 106 97 120 102 115 102 105 101 101 104 97 107

1997 111 119 98 107 98 139 97 124 107 119 109 114 95 114

1998 114 124 101 112 101 171 98 138 108 132 119 126 92 120

Sources: European Mortgage Federation (Hypostat 1988-1998, November 1999), Bank for International Settlements, Statec (Luxembourg).
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Residential real estate prices
Annual percentage changes
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1988 6.6 3.0 5.1 23.9 -4.1 9.2 -9.3 4.8 7.4 15.6 34.1 15.6 28.1 10.3 5.5

1989 12.0 0.0 4.7 24.3 14.1 11.3 31.1 6.5 5.5 17.3 21.8 17.1 20.2 17.1 4.7

1990 7.5 -8.3 1.0 14.9 14.8 12.4 25.0 2.0 6.5 27.3 -5.7 12.4 -1.0 9.8 0.9

1991 6.0 1.0 9.0 14.0 -6.5 2.0 12.0 3.0 6.1 5.0 -14.0 7.0 -1.0 -5.0 7.4

1992 8.5 -5.9 5.5 -0.9 5.7 2.9 6.3 8.7 8.0 5.7 -18.2 -9.3 -4.0 -8.5 2.2

1993 7.0 6.3 7.0 -0.9 4.3 1.0 0.8 8.9 1.1 6.3 -7.6 -11.3 -2.1 -5.3 2.3

1994 7.3 6.9 10.6 0.9 7.8 4.7 -3.3 7.4 5.3 5.1 6.2 4.7 2.2 -1.4 1.4

1995 4.5 0.0 -2.2 3.5 -5.4 6.3 1.7 4.6 -1.0 3.2 -2.9 1.1 0.0 -2.0 1.9

1996 4.3 9.3 0.0 2.6 2.9 12.7 0.0 10.2 3.0 1.6 4.5 0.0 4.2 -1.0 5.0

1997 1.4 8.5 0.0 0.8 1.0 15.8 -5.1 7.9 2.3 17.1 7.7 9.1 -2.1 6.6

1998 2.7 4.7 3.0 5.0 2.9 23.4 1.1 11.0 0.8 11.0 9.2 11.1 -3.2 5.3

Sources: European Mortgage Federation  (Hypostat 1988-1998, November 1999), Bank for International
Settlements, Statec (Luxembourg).
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Commercial real estate prices (major cities)
Indexes 1994=100
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1986 60 88 101 69 74 124 109 107 157

1987 75 132 111 72 102 167 152 172 165

1988 85 179 119 92 129 201 179 177 168

1989 116 257 146 115 170 228 174 186 170

1990 141 288 171 175 136 235 149 193 158

1991 128 158 215 147 161 113 133 108 180 130

1992 123 120 155 121 139 90 117 75 146 113

1993 107 110 98 106 117 87 94 79 119 105

1994 100 100 100 100 100 100 100 100 100 100 100 100

1995 100 98 99 89 112 100 109 105 130 107 82 100

1996 106 98 98 83 134 91 118 107 138 112 71 109

1997 109 98 117 88 169 88 128 111 164 128 65 125

1998 109 106 126 102 241 111 156 121 186 132 58 150

Source: Bank for International Settlements Annual Reports.
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Commercial real estate prices (major cities)
Annual percentage changes
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1987 25.0 50.0 10.0 4.0 37.0 35.0 40.0 61.0 5.0

1988 12.9 35.9 6.9 27.5 27.0 20.2 17.5 3.0 2.0

1989 37.3 43.6 22.6 26.1 32.0 13.3 -2.8 4.8 0.8

1990 21.0 12.0 17.0 52.0 -20.0 3.0 -13.9 4.0 -6.8

1991 12.1 -25.3 -13.5 -8.0 -17.0 -43.2 -28.0 -6.9 -18.0

1992 -4.0 -24.1 -27.8 -17.8 -14.1 -20.1 -12.0 -30.3 -18.9 -13.3

1993 -13.3 -8.5 -36.7 -12.5 -15.4 -3.3 -20.0 5.7 -18.3 -6.9

1994 -6.3 -8.8 1.7 -5.7 -14.7 14.5 6.5 26.0 -16.0 -4.5

1995 0.0 -2.3 -1.0 -10.6 12.2 0.0 9.1 5.3 29.8 7.2 -17.8 0.0

1996 6.0 0.0 -1.0 -6.7 19.6 -9.0 8.3 1.9 6.2 4.7 -13.3 9.0

1997 2.8 0.0 19.6 6.0 26.1 -3.3 8.5 3.7 19.0 14.3 -8.3 14.7

1998 0.0 8.2 7.8 15.9 42.6 26.1 21.9 9.0 13.5 3.1 -10.6 20.0

Source: Bank for International Settlements Annual Reports.
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Outstanding residential mortgage credit
As a percentage of GDP
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1987 18.5 46.3 10.2 21.9 3.9 38.2 4.2 27.6 45.3

1988 19.0 44.7 11.9 22.7 4.3 39.7 4.2 31.2 50.0

1989 20.0 45.0 12.9 23.6 4.7 41.3 4.4 31.2 46.4

1990 20.3 42.5 14.2 23.8 18.9 5.0 40.0 4.4 31.7 47.3 54.5

1991 20.6 40.4 14.8 24.1 20.2 5.4 41.0 4.4 32.0 53.4 54.7

1992 20.5 63.3 41.0 14.9 23.0 21.6 5.3 43.2 5.5 33.9 50.8 52.8

1993 21.0 60.1 42.6 13.8 21.7 22.2 6.1 45.8 5.3 38.1 60.6 59.0

1994 21.4 60.8 45.0 16.5 21.1 22.8 6.1 48.3 5.3 37.0 59.0 55.9

1995 21.1 58.9 46.2 17.6 20.9 23.0 7.6 50.1 5.2 32.6 60.2 54.6

1996 21.6 58.7 48.6 18.5 20.4 26.6 7.5 54.2 5.1 31.2 55.3 60.9

1997 23.2 66.5 51.1 21.5 20.5 25.8 7.4 60.0 5.1 29.4 53.6 56.8

1998 24.8 69.4 53.0 24.1 20.6 27.5 7.8 65.4 5.0 30.1 48.8 53.1

Source: European Mortgage Federation  (Hypostat 1988-1998, November 1999).
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Outstanding residential mortgage credit
Annual percentage changes
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1988 8.5 1.4 37.2 9.4 18.5 7.8 4.7 30.0 21.8

1989 14.5 7.2 28.1 12.0 21.0 10.0 12.3 17.6 15.2

1990 10.0 3.9 23.0 8.2 15.2 4.6 9.1 4.6 14.0

1991 7.4 11.7 15.1 4.4 16.9 7.3 7.4 -6.7 17.2 8.8

1992 6.4 11.1 4.4 0.3 16.5 -1.1 11.6 34.1 -11.5 8.2 6.2

1993 7.6 -0.2 11.6 -15.0 -1.6 5.8 3.5 13.9 3.9 -1.5 8.0 5.2

1994 9.3 8.2 11.7 19.3 2.4 13.5 1.7 11.7 6.0 11.9 0.2 5.1

1995 4.9 4.2 9.0 12.6 3.5 9.7 21.7 11.6 5.0 1.6 2.4 3.9

1996 3.2 4.5 5.6 12.6 0.7 31.9 12.8 10.9 0.0 -1.9 2.6 4.9

1997 9.0 17.4 5.3 18.7 2.0 15.9 4.5 13.5 0.9 2.0 -0.8 5.4

1998 11.9 9.5 7.4 18.2 4.4 19.0 8.9 15.3 1.4 8.2 0.0 5.8

Source: European Mortgage Federation  (Hypostat 1988-1998, November 1999).



(&%�$VVHW�3ULFHV�DQG�%DQNLQJ�6WDELOLW\�•�$SULO����� ��

�7DEOH���D

Outstanding commercial mortgage credit 1)

As a percentage of GDP

Belgium Denmark Germany Spain Ireland Italy Netherlands

1987 4.5 6.9 3.4 0.9 19.9

1988 4.7 7.1 3.8 1.0 20.6

1989 5.0 7.3 4.1 1.0 21.4

1990 5.2 6.9 4.6 1.1 21.2

1991 2.3 6.4 4.9 2.8 1.2 21.6

1992 2.5 30.5 7.3 5.0 3.4 1.2 22.6

1993 2.6 27.4 8.3 7.5 3.8 1.4 22.6

1994 3.2 25.2 9.1 7.6 4.0 1.5 19.6

1995 2.8 23.0 9.2 8.3 4.2 4.2 20.4

1996 2.8 22.5 9.7 8.2 4.6 4.0 22.3

1997 3.0 22.6 10.0 8.9 4.6 3.9 22.9

1998 22.6 10.4 10.9 4.7 23.7

Source: European Mortgage Federation  (Hypostat 1988-1998, November 1999).

1) Lines inserted in the series of table 5.a. indicate  breaks in  the  statistics,  as  reported  by  the  EMF.
The break is particularly pronounced for Italy, where other credit institutions than specialised mortgage
institutions  where  not  entitled  to  grant  mortgage  credit  before  1993.  Although  they  are   allowed
to do so since then, the  legal  change  was  not recorded  in  the  Italian  statistics  before  1995.

�7DEOH���E

Outstanding commercial mortgage credit
Annual percentage changes

Belgium Denmark Germany Spain Ireland Italy Netherlands

1988 9.5 6.8 27.9 16.2 7.8

1989 16.6 9.5 28.1 8.9 10.0

1990 12.5 5.1 26.1 21.3 6.8

1991 8.7 18.2 21.3 6.7

1992 15.6 24.1 4.9 29.3 -3.9 11.2

1993 11.6 -5.6 22.4 22.1 8.5 9.7

1994 30.8 -2.2 16.6 2.3 14.7 4.2

1995 -5.6 -1.6 7.5 15.1 16.7 11.3

1996 1.0 1.7 5.9 3.8 21.1 9.8 12.3

1997 7.0 4.5 3.4 12.0 9.3 1.0 4.5

1998 4.9 7.0 29.8 18.2 9.2

Source: European Mortgage Federation  (Hypostat 1988-1998, November 1999).
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Stock prices (General indexes, January 1980–November 1999)
Indexes December 1985=100, end of month data
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Source: Datastream.
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5HIHUHQFHV

$OOHQ�� )�� DQG�*DOH�'�� �������� ´%XEEOHV� DQG� &ULVHVµ��:KDUWRQ� )LQDQFLDO� ,QVWLWXWLRQV� &HQWHU
:RUNLQJ�3DSHU��$XJXVW�

%HQVWRQ��*�-�� DQG� .DXIPDQ�� *�*�� �������� ´,V� WKH� %DQNLQJ� DQG� 3D\PHQWV� 6\VWHP� )UDJLOH"µ�
-RXUQDO�RI�)LQDQFLDO�6HUYLFHV�5HVHDUFK�����SS����������

%HUJ��6�� �������� ´%DQN� )DLOXUHV� LQ� 6FDQGLQDYLDµ� LQ� (',�'HYHORSPHQW� 6WXGLHV�� 3UHYHQWLQJ� %DQN
&ULVHV��/HVVRQV�IURP�5HFHQW�*OREDO�%DQN�)DLOXUHV��)HGHUDO�5HVHUYH�%DQN�RI�&KLFDJR�

%lFNVWU|P�� 8�� �������� ´:KDW� /HVVRQV� &DQ� %H� /HDUQHG� IURP� 5HFHQW� )LQDQFLDO� &ULVHV"� 7KH
6ZHGLVK�([SHULHQFHµ��LQ�0DLQWDLQLQJ�)LQDQFLDO�6WDELOLW\�LQ�D�*OREDO�(FRQRP\��)HGHUDO�5HVHUYH�%DQN
RI�.DQVDV�&LW\�

&DUJLOO�� 7��� +XWFKLQVRQ�� 0�� DQG� ,WR�� 7�� �������� ´7KH� %DQNLQJ� &ULVLV� LQ� -DSDQµ�� LQ� (',
'HYHORSPHQW�6WXGLHV��3UHYHQWLQJ�%DQN�&ULVHV��/HVVRQV�IURP�5HFHQW�*OREDO�%DQN�)DLOXUHV��)HGHUDO
5HVHUYH�%DQN�RI�&KLFDJR�

&URFNHWW�� $�� �������� ´7KH� 7KHRU\� DQG� 3UDFWLFH� RI� )LQDQFLDO� 6WDELOLW\µ�� 'HSDUWPHQW� RI
(FRQRPLFV��3ULQFHWRQ�8QLYHUVLW\�
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