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2Q�1RYHPEHU����������WKH�FRXQWU\�ZLOO�PDUN�WKH��WK�DQQLYHUVDU\�RI�WKH�LQWURGXFWLRQ�RI

QDWLRQDO�FXUUHQF\�±�0ROGRYDQ�OHX��$W�WKLV�SRLQW��LW�LV�D�JRRG�RSSRUWXQLW\�WR�DVVHVV�ZKDW�WKH

DFKLHYHPHQWV�DUH�DQG�KRZ�LW�DOO�ZHQW�IURP�WKH�YHU\�EHJLQQLQJ��2I�FRXUVH��WKH�PDLQ

FRQFOXVLRQV�UHPDLQ�WR�EH�GUDZQ�E\�WKH�1DWLRQDO�%DQN�RI�0ROGRYD��1%0���ZKLFK�SOD\HG�WKH

PDMRU�SDUW�LQ�WKLV�DFW��EXW�QHYHUWKHOHVV��DQ�DWWHPSW�ZLOO�EH�PDGH�KHUH�WR�GUDZ�VXFK�DQ�DQDO\VLV

IURP�DQ�LQGHSHQGHQW�SRLQW�RI�YLHZ�

6R��ZDV�LW�D�VXFFHVVIXO�VWRU\"�)URP�RQH�SURVSHFWLYH�WKH�REYLRXV�DQVZHU�LV��\HV��LW�ZDV�

,W�ZDV�WKH�PRVW�LPSRUWDQW�DFKLHYHPHQW�RI�WKLV�FRXQWU\�VR�IDU�LQ�WHUPV�RI�UHIRUPLQJ�LWV

HFRQRP\��%XW�IURP�DQRWKHU�SRLQW�RI�YLHZ�WKH�DQVZHU�ZRXOG�EH�QR��LW�ZDVQ¶W��EHFDXVH�WKLV

ZDV�SUDFWLFDOO\�WKH�RQO\�DFKLHYHPHQW��DORQJ�ZLWK�IDLOXUHV�DQG�GHOD\V�LQ�LPSOHPHQWLQJ�WKH

UHIRUPV�LQ�WKH�UHDO�VHFWRU�RI�HFRQRP\��$QG�LW�KDV�EHFRPH�FOHDU�IRU�D�\HDU�QRZ��WKDW��KDYLQJ�D

VWDEOH�FXUUHQF\�DQG�D�ORZ�LQIODWLRQ�UDWH�GRHV�QRW�LPSOLFLWO\�JXDUDQWHH�WKH�VXFFHVV�RI�WKH

HFRQRPLF�UHIRUPV�LQ�JHQHUDO��DQG�WKH�HVWDEOLVKPHQW�RI�DQ�DWWUDFWLYH�LQYHVWPHQW�HQYLURQPHQW

LQ�SDUWLFXODU��0RUHRYHU��LW¶V�QRW�VXVWDLQDEOH�RQO\�E\�LWVHOI��$QG�WKLV�ZDV�FOHDUO\�SURYHG�E\�WKH

GHVWDELOL]DWLRQ�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�ZKLFK�KDSSHQHG�LQ�2FWREHU�1RYHPEHU������

<HV��0ROGRYD�GLG�KDYH�D�VWDEOH�OHX�DQG�D�ORZ�LQIODWLRQ��EDFNHG�E\�D�WLJKW�DQG

VXFFHVVIXO�PRQHWDU\�SROLF\�LPSOHPHQWHG�E\�WKH�FHQWUDO�EDQN��EXW�LW�FRXOG�QRW�ODVW�IRUHYHU

XQGHU�D�EORFNDJH�RI�VWUXFWXUDO�UHIRUPV�LQ�WKH�HFRQRP\��ZKLFK�JHQHUDWHG�D�SHUVLVWHQW�KXJH

EXGJHW�GHILFLW�DORQJ�ZLWK�D�KLJK�FXUUHQW�DFFRXQW�GHILFLW�DQG�UDSLG�DFFXPXODWLRQ�RI�IRUHLJQ

GHEW��$QG�LW�DOO�EOHZ�XS��XQGHU�WKH�VWUHVV�RI�WKH�ILQDQFLDO�FULVLV�LQ�5XVVLD��DW�WKH�EHJLQQLQJ�RI

1RYHPEHU������ZKHQ�LW�EHFDPH�REYLRXV�WKDW�VXFK�D�VWDELOLW\�FDQ�QRW�EH�HQWLUHO\�DW�WKH

H[SHQVH�RI�WKH�FHQWUDO�EDQN¶V�IRUHLJQ�H[FKDQJH�UHVHUYHV��ZKLFK�IHOO�GUDPDWLFDOO\��VLQFH�1%0

ZDV�WKH�RQO\�VRXUFH�RI�KDUG�FXUUHQF\�LQ�WKH�FRXQWU\��7KH�1DWLRQDO�%DQN�REYLRXVO\�FRXOG�QRW

IXOILOO�D�ZLGH�UDQJH�RI�REMHFWLYHV�DW�WKH�VDPH�WLPH��WU\LQJ�WR�JLYH�D�KDQG�WR�WKH�*RYHUQPHQW

E\�SURYLGLQJ�GLUHFW�ORDQV�IRU�FRYHULQJ�WKH�EXGJHW�GHILFLW��SURYLGLQJ�KDUG�FXUUHQF\�IRU

VHUYLFLQJ�WKH�FRXQWU\¶V�IRUHLJQ�GHEW��DQG�XOWLPDWHO\�VHOOLQJ�IRUHLJQ�H[FKDQJH�WR�FRPPHUFLDO

EDQNV�WKURXJK�WKH�,QWHUEDQN�&XUUHQF\�([FKDQJH�RU�GLUHFWO\�

:KDW�ZHUH�WKH�UHVXOWV�LQ�WKH�HQG"

x� 7KH�VDPH�KXJH�EXGJHW�GHILFLW��JHQHUDWLQJ�LQFUHDVLQJ�DUUHDUV�WR�WKH�VRFLDO�VSKHUH�

SHQVLRQHUV��DQG�HPSOR\HHV��ZLWK�DQ�LQDELOLW\�RI�WKH�VWDWH�WR�PDLQWDLQ�ERUURZLQJ�LQ�WKH

GRPHVWLF�PDUNHW�WR�FRYHU�FXUUHQW�H[SHQGLWXUHV��LQFOXGLQJ�VHUYLFLQJ�RI�DOUHDG\�LVVXHG

VHFXULWLHV�

x� 7KH�VDPH�HQRUPRXV�WUDGH�DQG�UHVSHFWLYHO\�FXUUHQW�DFFRXQW�GHILFLWV��UHVXOWLQJ�PDLQO\

IURP�WKH�GUDPDWLF�GHFUHDVH�RI�H[SRUWV�FDXVHG�E\�WKH�5XVVLDQ�FULVLV��DQG�DW�WKH�VDPH�WLPH

KDUGO\�GLPLQLVKLQJ�LPSRUWV��FDXVHG�DPRQJ�RWKHUV�E\�WKH�OHVV�HODVWLF�HQHUJ\�FRPSRQHQW��1R

G\QDPLVP�LQ�QRQ�&,6�H[SRUWV�

x� 7KH�LQFUHDVLQJ�KXJH�EXUGHQ�RI�IRUHLJQ�GHEW��ZKLFK�GHPDQGV�PRUH�WKDQ�����P�ERWK

LQ������DQG�LQ������QHHGHG�IRU�UHSD\PHQW�RI�LQWHUHVW�DQG�SULQFLSDO�

x� $QG«�OHVV�WKDQ�����P�RI�FHQWUDO�EDQN¶V�IRUHLJQ�H[FKDQJH�UHVHUYHV��GURSSLQJ�IURP

WKH�����P�ILJXUH�DW�WKH�EHJLQQLQJ�RI������

7KLV�GHDG�HQG�PXVW�KDYH�EHHQ�IRUHVHHQ�E\�WKH�*RYHUQPHQW�DQG�3DUOLDPHQW��ZKLFK

VKRXOG�KDYH�EHHQ�PRUH�DFWLYH�LQ�LPSOHPHQWLQJ�WKH�HFRQRPLF�UHIRUPV�LQ�WKH�UHDO�VHFWRU��DQG

QRW�FRXQWLQJ�RQ�PLUDFOHV�WR�KDSSHQ��7KH�FRXQWU\�VKRZHG�D�EULJKW�VWDUW�DW�WKH�EHJLQQLQJ�RI
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������ZKHQ�VXFFHVVIXO�PRQHWDU\�SROLF\�ODLG�WKH�PXFK�QHHGHG�SDWK�IRU�D�PRUH�DFWLYH

FRQWLQXDWLRQ�RI�UHIRUPV�LQ�WKH�UHDO�HFRQRP\��+RZHYHU��UHJUHWIXOO\�WKLV�FKDQFH�ZDV�ORVW�±�QR

FRUUHFW�FRQFOXVLRQV�EHLQJ�PDGH�DQG�QR�QRWDEOH�UHVXOWV�DFKLHYHG��LQ�VSLWH�RI�VLJQLILFDQW

DGGLWLRQDO�H[WHUQDO�ILQDQFLQJ�UHFHLYHG�DOVR�LQ������UHVXOWHG�IURP�VDOHV�RI�7�%LOOV��(XURERQGV�

0,*�MHWV��DSDUW�IURP�WKH�:RUOG�%DQN�GLVEXUVHPHQWV��

$QG�WKH�1%0��RQ�VHHLQJ�WKDW��VKRXOG�KDYH�WULHG�WR�DVVHVV�LQ�D�PRUH�UHDOLVWLF�ZD\�WKH

PDMRU�GDQJHUV�ZKLFK�ZHUH�DSSURDFKLQJ�DQG�WR�HDVH�WKH�VLJQLILFDQW�SUHVVXUH�RQ�WKH�H[FKDQJH

UDWH��ZKLFK�ZDV�EDFNHG�E\�IRUHLJQ�H[FKDQJH�UHVHUYHV��,I�WKH�1%0�OLPLWHG�LWV�LQWHUYHQWLRQV�LQ

WKH�IRUHLJQ�H[FKDQJH�PDUNHW�DW�WKH�EHJLQQLQJ�RI�WKH�������ZKHQ�LW�EHFDPH�TXLWH�FOHDU�WKDW

WKH�HFRQRPLF�VLWXDWLRQ�GLG�QRW�LPSURYH�DW�DOO��WKHQ�LW�ZRXOG�KDYH�PDQDJHG�WR�NHHS�PRUH�WKDQ

KDOI�RI�LWV�QHW�UHVHUYHV��2I�FRXUVH��WKLV�GHFLVLRQ�ZRXOG�KDYH�OHG�LPPHGLDWHO\�WR�D�GHSUHFLDWLRQ

RI�WKH�QDWLRQDO�FXUUHQF\��DV�LW�KDSSHQHG�LQ�1RYHPEHU��EXW�LW�ZRXOGQ¶W�KDYH�EHHQ�VR�GUDPDWLF�

DQG�WKH�LPSDFW�RI�5XVVLDQ�FULVLV�ZRXOG�KDYH�QHYHU�EHHQ�VR�KDUPIXO�

1RZ��OHW¶V�VHH�ILUVW�KRZ�LW�DOO�EHJDQ«�:KDW�ZDV�WKH�PRQHWDU\�SROLF\�LQ�0ROGRYD

EHIRUH�WKH�LQWURGXFWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\"�$FWXDOO\��LW�ZDV�D�YHU\�ZHDN�SROLF\�DW�WKDW

VWDQFH��%XW�OHW�XV�IROORZ�WKH�KLVWRULFDO�EDFNJURXQG�

5XEOH�]RQH��0ROGRYD��OLNH�RWKHU�SRVW�FRPPXQLVW�HFRQRPLHV��MRLQHG�WKH�WUDQVLWLRQ

SURFHVV�KDYLQJ�D�KLJK�UDWH�RI�LQIODWLRQ�DQG�PDVVLYHO\�GHFUHDVLQJ�SURGXFWLRQ��$IWHU�WKH�VXUJH

LQ�DGPLQLVWHUHG�SULFHV�LQ�HDUO\�������VKDUS�SULFH�LQFUHDVHV�IROORZHG��OHDGLQJ�WR�K\SHULQIODWLRQ�

7KXV��WKH�OHYHO�RI�LQIODWLRQ�ZDV�������LQ�������,Q�VXFK�HQYLURQPHQW�WKH�VR�QHHGHG�EXGJHW

GHILFLW�UHGXFWLRQ�ZDV�QRW�GRQH��0RUHRYHU��WKLV�GHILFLW�ZDV�ILQDQFHG�E\�H[WHQVLYH�PRQH\

SULQWLQJ��DV�ZHOO�DV�SUHIHUHQWLDO�FHQWUDOL]HG�ORDQV��ZKLFK�XOWLPDWHO\�JHQHUDWHG�D�QRQ�

SURGXFWLYH�FRQVXPSWLRQ��VLQFH�IUHTXHQWO\�WKH�ORDQV�ZHUH�DEVRUEHG�E\�LQHIILFLHQW�VWDWH

HQWHUSULVHV�ZKLFK�VKRXOG�KDYH�EHHQ�HLWKHU�UHVWUXFWXUHG�RU�EDQNUXSWHG�

7KH�*RYHUQPHQW�GLG�QRW�KDYH�WKH�QHHGHG�UHVROXWLRQ��DQG�H[SHULHQFH��WR�SHUIRUP�WKH

UDGLFDO�UHIRUPV��FRPELQLQJ�WKH�WUDQVLWLRQ�WR�D�PDUNHW�HFRQRP\�DQG�WKH�K\SHULQIODWLRQDU\

HQYLURQPHQW��,Q�WKHVH�FLUFXPVWDQFHV�WKH�FRXQWU\�QHHGHG�D�VWDEOH�PRQHWDU\�V\VWHP��DV�ZHOO�DV

VRXQG�EDQNLQJ�V\VWHP�

7KH�FXUUHQF\�VWDELOL]DWLRQ�HQYLURQPHQW�KDG�WR�EH�EXLOW�XS�IURP�VFUDWFK��VLQFH�LQ������

ZKHQ�0ROGRYD�EHFDPH�DQ�LQGHSHQGHQW�VWDWH��WKH�IRUHLJQ�H[FKDQJH�DQG�JROG�UHVHUYHV�ZHUH

]HUR��DQG�WKHUH�ZDV�QHLWKHU�D�IRUHLJQ�H[FKDQJH�PDUNHW��QRU�HYHQ�D�FHQWUDO�EDQN�RI�WKH�VWDWH�

$V�LQ�DOO�RWKHU�IRUPHU�6RYLHW�UHSXEOLFV��LQ�0ROGRYD�WKH�6RYLHW�UXEOH�EDQNQRWH�ZDV�LQ

FLUFXODWLRQ��7KH�H[FKDQJH�UDWH�RI�WKH�UXEOH�DJDLQVW�PDMRU�FXUUHQFLHV�ZDV�VHW�DW�WKH�DXFWLRQV�RI

WKH�0RVFRZ�,QWHUEDQN�&XUUHQF\�([FKDQJH��5HIHUULQJ�WR�WKH�EDQNLQJ�V\VWHP��RQO\�WKH

UHSXEOLFDQ�FHQWUDO�EDQN��D�EUDQFK�RI�WKH�IRUPHU�8665�*RVEDQN��H[LVWHG�LQ�0ROGRYD��SOXV

VHYHUDO�VWDWH�VSHFLDOL]HG�EDQNV�IRU�VDYLQJV�DFFXPXODWLRQ��EXGJHW�VHUYLFLQJ��DJULFXOWXUH�DQG

LQGXVWU\�ILQDQFLQJ��7KH\�ZHUH�UHFHLYLQJ�ILQDQFLQJ�IURP�WKH�FHQWUDO�EDQN�IRU�JUDQWLQJ�GLUHFWHG

FUHGLWV��+DUG�FXUUHQF\�IORZV�ZHUH�VXEMHFW�WR�D�VWULFW�FRQWURO��WKH�FLUFXODWLRQ�RI�KDUG

FXUUHQFLHV�ZDV�EDQQHG�

$W�WKH�EHJLQQLQJ�RI�-XQH�������3DUOLDPHQW�DSSURYHG�WKH�EDQNLQJ�ODZV��ZKLFK�VHW�WKH

OHJDO�EDVLV�IRU�WKH���WLHU�EDQNLQJ�V\VWHP�LQ�0ROGRYD�±�WKH�FHQWUDO�EDQN�DQG�FRPPHUFLDO

EDQNV��2Q��-XQH���������WKH�1DWLRQDO�%DQN�RI�0ROGRYD��1%0��ZDV�HVWDEOLVKHG��7KH�1%0

LV�LQGHSHQGHQW�IURP�WKH�*RYHUQPHQW�DQG�UHSRUWV�RQO\�WR�WKH�3DUOLDPHQW��,W�LV�WKH�VROH�PRQH\

LVVXDQFH�DXWKRULW\�RI�WKH�VWDWH��GUDZLQJ�XS�DQG�LPSOHPHQWLQJ�PRQHWDU\��FUHGLW��DQG�IRUHLJQ

H[FKDQJH�SROLFLHV��VHWWLQJ�WKH�UHJXODWRU\�IUDPHZRUN�IRU�FRPPHUFLDO�EDQNV�DQG�VXSHUYLVLQJ

WKHLU�DFWLYLW\��7KH�ILUVW�ILYH�FRPPHUFLDO�EDQNV�ZHUH�LQ�IDFW�WKH�IRUPHU�VWDWH�VSHFLDOL]HG�EDQNV

DIWHUZDUGV�SULYDWL]HG�LQWR�MRLQW�VWRFN�FRPSDQLHV�
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%HFDXVH�0ROGRYD�FRQWLQXHG�WR�UHPDLQ�LQ�WKH�UXEOH�]RQH��WKH�1%0�FRXOG�QRW�SURWHFW

WKH�H[WUHPHO\�YXOQHUDEOH�QDWLRQDO�HFRQRP\�IURP�H[WHUQDO�VKRFNV�FRPLQJ�IURP�QHLJKERULQJ

FRXQWULHV��7KH�HFRQRPLF�SROLF\�ZDV�QRW�HIILFLHQW��EHLQJ�FRQVWDQWO\�DOWHUHG�E\�QHJDWLYH

SURFHVVHV�WDNLQJ�SODFH�LQ�WKH�IRUPHU�6RYLHW�FRXQWULHV��)68��

,QWURGXFWLRQ�RI�FRXSRQ��:KHQ�WKH�LQIODWLRQ�LQ�QHLJKERULQJ�UHSXEOLFV�H[FHHGHG�WKH

LQIODWLRQ�LQ�0ROGRYD��DQG�VRPH�RI�WKHP�VWDUWHG�LVVXLQJ�ORFDOL]HG�FXUUHQFLHV��VXFK�DV�5XVVLDQ

UXEOH�LQ�5XVVLD��ZKLFK�WRRN�WKH�SODFH�RI�WKH�6RYLHW�UXEOH���LW�KDV�EHFRPH�FOHDU�WKDW�LQ�RUGHU�WR

DYRLG�WKH�WRWDO�FKDRV�DQG�LQYDVLRQ�RI�6RYLHW�UXEOHV�IURP�WKH�HQWLUH�UXEOH�]RQH��WKH�GRPHVWLF

PDUNHW�PXVW�KDYH�EHHQ�VRPHKRZ�SURWHFWHG��7KXV��RQ�-XQH����������WKH�1%0�SXW�LQ

FLUFXODWLRQ�0ROGRYDQ�FRXSRQV��GHQRPLQDWLRQ�RI���������DQG��������ZKLFK�ZHUH�HTXLYDOHQW

WR�6RYLHW�W\SH�UXEOHV��DQG�FLUFXODWHG�LQ�SDUDOOHO��%\�HQG�-XQH������WKH�FRXSRQV�DFFRXQWHG�IRU

����RI�FDVK�LQ�FLUFXODWLRQ��7KH�RIILFLDO�H[FKDQJH�UDWH�RI�FRXSRQ�DJDLQVW�86�GROODU�UHPDLQHG

WKH�VDPH�DV�RI�UXEOH��IL[HG�E\�5XVVLD�

2Q�-XO\�����������WKH�&HQWUDO�%DQN�RI�5XVVLD�GHFLGHG�WR�EDQ�WKH�FLUFXODWLRQ�RI�6RYLHW

EDQN�QRWHV�RQ�WKH�WHUULWRU\�RI�5XVVLDQ�)HGHUDWLRQ��7KH�QH[W�GD\��1%0�DOVR�GHFLGHG�WR

ZLWKGUDZ�6RYLHW�UXEOHV�IURP�FLUFXODWLRQ�LQ�0ROGRYD��%XW�LW�WRRN�RXW�RQO\�WKH�EDQN�QRWHV

ZLWK�QRPLQDO�YDOXHV�RI�PRUH�WKDQ������GXH�WR�ODFN�RI�VPDOO�GHQRPLQDWHG�FRXSRQV�

)URP�$XJXVW����������WKH�1%0�VWDUWHG�DQ�LQGHSHQGHQW�ZHHNO\�TXRWDWLRQ�RI�WKH

0ROGRYDQ�UXEOH�DJDLQVW�PDLQ�FXUUHQFLHV��LQFOXGLQJ�RWKHU�UXEOHV�RI�WKH�)68�DUHD��XVLQJ�WKH

FURVV�UDWH�WKURXJK�WKH�5XVVLDQ�UXEOH��7KLV�JUHDWO\�FRQWULEXWHG�WR�VKULQNDJH�RI�WKH�FXUUHQF\

EODFN�PDUNHW�

,Q�WKH�SHULRG�-DQXDU\�1RYHPEHU�������WKH�H[FKDQJH�UDWH�RI�0ROGRYDQ�FRXSRQ�DJDLQVW

86�GROODU�GHSUHFLDWHG�E\�PRUH�WKDQ�QLQH�WLPHV��7KH�1%0�VXSSRUWHG�WKLV�GHSUHFLDWLRQ�SROLF\

GXH�WR�WKH�QHJDWLYH�WUDGH�EDODQFH�EHWZHHQ�0ROGRYD�DQG�5XVVLD�DQG�LPSRUW�RI�LQIODWLRQ�IURP

WKH�UXEOH�]RQH�

,Q�2FWREHU������WKH�0ROGRYDQ�,QWHUEDQN�&XUUHQF\�([FKDQJH�ZDV�IRXQGHG�E\�VHYHQ

FRPPHUFLDO�EDQNV�DV�D�FORVHG�MRLQW�VWRFN�FRPSDQ\��7KH�1%0�KDG�RQO\�D�VXSHUYLVLRQ�UROH�

:HHNO\�WUDGLQJ�DXFWLRQV�ZHUH�KHOG�DW�WKLV�%RXUVH��DQG�WKH�H[FKDQJH�UDWH��ZDV�VHW�DW�WKH

HTXLOLEULXP�SRLQW�RI�VXSSO\�DQG�GHPDQG��DIWHUZDUGV�DXWRPDWLFDOO\�EHFRPLQJ�WKH�1%0¶V

UHIHUHQFH�UDWH�IRU�WKH�QH[W�GD\��'XULQJ�WKH�ILUVW�VHYHUDO�ZHHNV�RI�WKH�%RXUVH¶V�DFWLYLW\��WKH

1%0�ZDV�WKH�RQO\�VHOOHU�RI�KDUG�FXUUHQF\�LQ�WKH�PDUNHW��EXW�DIWHUZDUGV�WKH�VLWXDWLRQ�EHFDPH

PRUH�EDODQFHG�

6LJQLILFDQWO\��DIWHU�WKH�ILUVW�IHZ�ZHHNV�RI�WKH�%RXUVH¶V�H[LVWHQFH��WKH�H[FKDQJH�UDWHV�VHW

DW�WKH�%RXUVH��H[FKDQJH�EXUHDXV�DQG�VWUHHW�PDUNHWV�KDYH�H[KLELWHG�D�KLJK�GHJUHH�RI

FRQYHUJHQFH�±�WKH�XQLILFDWLRQ�RI�H[FKDQJH�UDWHV�ZDV�DFKLHYHG�GH�IDFWR��7KLV�VXJJHVWV�WKDW

WKH�PDUNHWV�ZHUH�EURDGO\�FRPSHWLWLYH�

$Q�LPSRUWDQW�DVSHFW�RI�WKH�1%0¶V�DFWLYLW\�DW�WKDW�WLPH�ZDV�WKH�FRPPHQFLQJ�RI

FROODERUDWLRQ�ZLWK�LQWHUQDWLRQDO�ILQDQFLDO�RUJDQL]DWLRQV��2Q�0D\���������0ROGRYD�EHFDPH�D

PHPEHU�RI�WKH�(%5'��DQG�RQ�$XJXVW����������0ROGRYD�MRLQHG�WKH�,0)�WRJHWKHU�ZLWK�WKH

,%5'�DQG�,'$��,Q�)HEUXDU\������0ROGRYD�UHFHLYHG�LWV�ILUVW�ORDQ�IURP�WKH�,0)�IRU�ILQDQFLQJ

WKH�WUDGH�GHILFLW�������P���DQG�VKRUWO\�DIWHU��LQ�0DUFK�������WKH�ILUVW�ORDQ�IURP�,%5'

IROORZHG�����P��IRU�FULWLFDO�LPSRUWV�

$W�WKDW�WLPH�SUHSDUDWLRQV�IRU�WKH�LQWURGXFWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\�VWDUWHG�

,Q�VSULQJ������ZKHQ�WKH�IDVW�FROODSVH�RI�5XVVLDQ�UXEOH�EHFDPH�REYLRXV��ZKLFK�ZDV�GXH

SULPDULO\�WR�H[SDQVLRQDU\�PRQHWDU\�DQG�ILVFDO�SROLF\�DQG�KXJH�SROLWLFDO�LQVWDELOLW\��VRPH

FRXQWULHV�RI�)68�GHFLGHG�WR�LQWURGXFH�QDWLRQDO�FXUUHQFLHV��7KH�ILUVW�FRXQWULHV�WR�LQWURGXFH
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FXUUHQFLHV�ZHUH�WKH�%DOWLF�6WDWHV��ODWHU��.\UJ\]VWDQ�DQG�0ROGRYD�IROORZHG�

7KH�ELJJHVW�SUREOHP�ZDV�WKH�W\SH�RI�H[FKDQJH�UHJLPH�WKDW�ZRXOG�EH�WKH�PRVW

DSSURSULDWH�IRU�0ROGRYD��$�IL[HG�H[FKDQJH�UDWH�RU�D�SHJJHG�UHJLPH�FRXOG�DW�D�ODUJHU�H[WHQW

H[SRVH�WKH�HFRQRP\�WR�VKRFNV��EHVLGHV�WKH�FRXQWU\�KDG�QR�JROG�RI�VLJQLILFDQW�KDUG�FXUUHQF\

UHVHUYHV��7KXV��0ROGRYD�DGRSWHG�D�IORDWLQJ�FXUUHQF\�UHJLPH��RU�LQ�PRUH�H[DFW�WHUPV�±�D

PDQDJHG�IORDWLQJ�UHJLPH�

,QWURGXFWLRQ�RI�OHX��0ROGRYD�LQWURGXFHG�LWV�QDWLRQDO�FXUUHQF\��WKH�0ROGRYDQ�OHX��RQ

1RYHPEHU�����������7KH�FRQYHUVLRQ�UDWH�ZDV�VHW�WR���OHX�IRU������0ROGRYDQ�UXEOHV�RU�FRXSRQV�

7KH�PDLQ�WDVN�RI�WKLV�H[WUHPHO\�LPSRUWDQW�VWHS�ZDV�WR�LQVXODWH�WKH�0ROGRYDQ�HFRQRP\

IURP�WKH�FRQWLQXHG�LQVWDELOLW\�RI�WKH�UXEOH�DUHD��7KH�SURJUDP�RI�ILQDQFLDO�VWDELOL]DWLRQ�DQG

VWUXFWXUDO�UHIRUPV��DGRSWHG�DORQJ�ZLWK�WKH�LQWURGXFWLRQ�RI�WKH�OHX��ZDV�VXSSRUWHG�E\�WKH�,0)

WKURXJK�VWDQG�E\�DUUDQJHPHQWV��7KLV�SURJUDP��ZKLFK�FRYHUHG�WKH�SHULRG�WKURXJK�0DUFK

������ZDV�GHVLJQHG�WR�VHFXUH�D�VWDEOH�OHX�WKURXJK�WKH�DGRSWLRQ�RI�WLJKW�ILQDQFLDO�SROLFLHV�

7KH�SURJUDP�DOVR�VRXJKW�WR�DGYDQFH�HFRQRPLF�UHVWUXFWXULQJ�WKURXJK�WKH�OLEHUDOL]DWLRQ�RI

GRPHVWLF�DQG�LQWHUQDWLRQDO�WUDGH�DQG�SD\PHQWV�V\VWHPV�DQG�WKH�LQWURGXFWLRQ�RI�NH\�VWUXFWXUDO

UHIRUPV��,Q�DGGLWLRQ�WR�,0)�VXSSRUW��WKH�SURJUDP�ZDV�VXSSRUWHG�E\�RWKHU�ELODWHUDO�DQG

PXOWLODWHUDO�GRQRUV��LQFOXGLQJ�WKH�:RUOG�%DQN�

$SDUW�IURP�ILQDQFLDO�DLG��0ROGRYD�KDV�UHFHLYHG�VLJQLILFDQW�DQG�YHU\�HIILFLHQW�WHFKQLFDO

DVVLVWDQFH�IURP�,0)��FRQWLQXRXVO\�SURYLGHG�VLQFH�������&RQVHTXHQWO\��1%0�EHFDPH�D�PRGHUQ

FHQWUDO�EDQN��ZLWK�TXDOLILHG�VWDII�DQG�HTXLSSHG�DFFRUGLQJ�WR�:HVWHUQ�VWDQGDUGV��&RQVLGHUDEOH

DVVLVWDQFH�ZDV�SURYLGHG�LQ�WKH�IROORZLQJ�ILHOGV��FRPSLODWLRQ�RI�PRQHWDU\�VWDWLVWLFV�

UHRUJDQL]DWLRQ�RI�SD\PHQWV�V\VWHP��IRUHLJQ�H[FKDQJH�PDUNHW�PHFKDQLVPV��EDODQFH�RI�SD\PHQWV

VWDWLVWLFV��QHZ�DFFRXQWLQJ�V\VWHP��DV�ZHOO�DV�EDQNLQJ�VXSHUYLVLRQ��OHJDO�DQG�UHJXODWRU\�LVVXHV�

0RQHWDU\�SROLF\�LQVWUXPHQWV��:LWK�WKH�LQWURGXFWLRQ�RI�WKH�0ROGRYDQ�OHX�D�WLJKW

PRQHWDU\�SROLF\�ZDV�LPSOHPHQWHG��ZKLFK�SURYHG�WR�EH�RQH�RI�WKH�PRVW�VXFFHVVIXO��DORQJ

ZLWK�WKH�RQH�RI�WKH�%DOWLF�6WDWHV��LQ�WKH�)68��%ULHIO\�LW�FDQ�EH�GHVFULEHG�DV�IROORZV��HDFK

\HDU�1%0�GUDZV�WKH�PRQHWDU\�FUHGLW�SURJUDP��EDVHG�RQ�PRQHWDU\�DJJUHJDWHV��LQFOXGLQJ

WKH�IROORZLQJ�SROLF\�JRDOV��1HW�)RUHLJQ�$VVHWV��IRUHLJQ�H[FKDQJH�UHVHUYHV�DQG�OLDELOLWLHV��

DQG�1HW�'RPHVWLF�$VVHWV��FHLOLQJV�RQ�OHQGLQJ�WR�WKH�*RYHUQPHQW��WR�FRPPHUFLDO�EDQNV��DQG

EDQNV¶�OHQGLQJ�WR�WKH�HFRQRP\��DV�ZHOO�DV�WDUJHWV�IRU�FDVK�LQ�FLUFXODWLRQ��EDQNV¶�UHVHUYHV�

DQG�GHSRVLWV���$PRQJ�WKH�DSSOLHG�LQVWUXPHQWV�RI�PRQHWDU\�SROLF\�WKHUH�DUH��UHVHUYH

UHTXLUHPHQWV��UHILQDQFLQJ�DXFWLRQV��LQWHUYHQWLRQV�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW��DQG�RSHQ

PDUNHW�RSHUDWLRQV�ZLWK�VHFXULWLHV��7KH�ODVW�RQH�LV�PRVW�UHFRPPHQGHG��EXW�LW�VWDUWHG�WR�EH

XWLOL]HG�RQO\�DIWHU�$XJXVW�������ZKHQ�WKH�VHFXULWLHV�PDUNHW�ZDV�VXIILFLHQWO\�GHYHORSHG�

6WDUWLQJ�������WKH�EXGJHW�GHILFLW�LV�FRYHUHG�PDLQO\�E\�LVVXDQFH�RI�VWDWH�VHFXULWLHV

�7UHDVXU\�ELOOV�DQG�ERQGV��DQG�QRW�RQO\�E\�GLUHFW�OHQGLQJ�IURP�WKH�FHQWUDO�EDQN��7KXV��WKH

QHHGHG�EXGJHW�IXQGV�DUH�DWWUDFWHG�IURP�WKH�ILQDQFLDO�PDUNHW��DYRLGLQJ�DGGLWLRQDO�PRQH\

LVVXDQFH�E\�1%0��7KH�YROXPH�RI�7�%LOOV�WR�EH�LVVXHG�DQQXDOO\�LV�IRUHFDVWHG�LQ�WKH�%XGJHW

/DZ��DSSURYHG�E\�WKH�3DUOLDPHQW��7KH�1%0�LV�WKH�VWDWH¶V�ILVFDO�DJHQW�ZKLFK�SXWV�VWDWH

VHFXULWLHV�LQ�FLUFXODWLRQ�WKURXJK�RUJDQL]LQJ�DXFWLRQV�DQG�QHJRWLDWLQJ�GLUHFWO\�ZLWK�FRPPHUFLDO

EDQNV��ZKLFK�DFW�DV�GHDOHUV�LQ�WKH�SULPDU\�PDUNHW�

)RUHLJQ�LQYHVWRUV�PD\�SDUWLFLSDWH�DW�DXFWLRQV�ZLWKRXW�DQ\�UHVWULFWLRQV�

2Q�0DUFK�����������WKH�1%0�RUJDQL]HG�WKH�ILUVW�7�%LOO�DXFWLRQ����PRQWK�PDWXULW\��

ZKHUH�EDQNV�DFWHG�DV�EX\HUV��6LQFH�$XJXVW�������DXFWLRQV�VWDUWHG�WR�EH�KHOG�RQFH�LQ�WZR

ZHHNV�DFFRUGLQJ�WR�WKH�SUH�SXEOLVKHG�VFKHGXOH��,Q�������WKH�VXSSO\�RI�VWDWH�7�%LOOV�ZDV�ELJJHU

WKDQ�WKH�GHPDQG��PDLQO\�GXH�WR�WKH�IROORZLQJ�UHDVRQV��0LQLVWU\�RI�)LQDQFH�ZDV�WU\LQJ�WR�VHOO
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ELJ�DPRXQWV�RI�VHFXULWLHV��DQG�VHFRQGO\�WKHVH�VHFXULWLHV�ZHUH�QRW�NQRZQ�LQ�WKH�ILQDQFLDO

PDUNHW��7KH�YROXPH�RI�LVVXHG�VWDWH�VHFXULWLHV�KDG�D�FRQWLQXRXV�DQG�IDVW�LQFUHDVH��XQWLO�LQ�����

WKH�*RYHUQPHQW�UHDOL]HG�WKDW�WKLV�³S\UDPLGDO´�SUDFWLFH�FDQ�QRW�FRQWLQXH�DQ\�ORQJHU��VLQFH�WKH

EXGJHW�GHILFLW�KDV�QRW�EHHQ�UHGXFHG��DQG�PRUHRYHU��WKH�SURFHHGV�IURP�QHZO\�LVVXHG�ELOOV�DQG

ERQGV�GLG�QRW�HYHQ�FRYHU�WKH�DPRXQWV�QHHGHG�IRU�VHFXULWLHV�UHGHPSWLRQ�������HYROXWLRQV�DUH

GHVFULEHG�D�ELW�IXUWKHU���'XULQJ�����������LQWHUHVW�UDWHV�RQ�VWDWH�VHFXULWLHV�JUDGXDOO\�GHFUHDVHG

IROORZLQJ�WKH�UHGXFWLRQ�RI�LQIODWLRQ��EXW�WKH\�ZHUH�RIWHQ�KLJK�HQRXJK��DOVR�FRPSDULQJ�ZLWK

GHSRVLW�UDWHV��WR�DOORZ�FRPPHUFLDO�EDQNV�WR�XVH�DYDLODEOH�IXQGV�IRU�EX\LQJ�7�%LOOV�DQG�JHWWLQJ

HDV\�DQG�JXDUDQWHHG�SURILWV��LQVWHDG�RI�FUHGLWLQJ�WKH�HFRQRP\�

7KH�PDLQ�VXFFHVVHV�RI�WKH�PRQHWDU\�SROLF\�ZHUH�VWDELOL]DWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\

DQG�RI�WKH�LQIODWLRQ�UDWH�

,QIODWLRQ��7KH�UDWH�RI�LQIODWLRQ�GHFUHDVHG�VKDUSO\�LQ�������,I�LQ������DQQXDO�LQIODWLRQ

ZDV�PRUH�WKDQ��������WKHQ�DW�WKH�HQG�RI�LQ������LW�FDPH�GRZQ�WR�������LQ������LW�ZDV

DOUHDG\��������,0)�WDUJHW���������LQ������±��������WDUJHW�������LQ������±��������WDUJHW

������5HIHUULQJ�WR�WKH�DYHUDJH�PRQWKO\�UDWH�RI�LQIODWLRQ��LQ������LW�ZDV��������LQ������±

������LQ������±�������LQ������±������DQG�LQ������±������

,Q�0ROGRYD��WKH�LQIODWLRQ�LV�FKDUDFWHUL]HG�E\�WZR�PDLQ�IDFWRUV��PRQHWDU\�IDFWRU��DV�LQ

:HVWHUQ�HFRQRPLHV��DQG�WKH�QRQ�PRQHWDU\�RQH��*HQHUDOO\�VSHDNLQJ��LI�WKH�ILQDQFLDO�PDUNHW�LV

EDODQFHG��WKDQ�DQ\�FKDQJHV�LQ�WKH�PRQHWDU\�VXSSO\�ZRXOG�DIIHFW�WKH�LQIODWLRQ�ZLWKRXW

DGHTXDWH�HFRQRPLF�YDULDQFHV��+RZHYHU��WKH�0ROGRYDQ�ILQDQFLDO�PDUNHW�KDV�QRW�EHFRPH�\HW

D�EDODQFHG�RQH��7KDW�LV�ZK\��KDYLQJ�DQ�DGHTXDWH�YROXPH�RI�EURDG�PRQH\��RU�DQ�DGHTXDWH

PRQHWDU\�SROLF\�RI�WKH�FHQWUDO�EDQN��GRHV�QRW�LPSOLFLWO\�PHDQ�WKH�WRWDO�FRQWURO�RYHU�WKH

LQIODWLRQ��VLQFH�WKH�LQIODWLRQ�UDWH�FRXOG�JR�XS�LQIOXHQFHG�E\�LQGLUHFW��QRQ�PRQHWDU\�IDFWRUV�

VXFK�DV�DGPLQLVWUDWLYH�LQFUHDVHV�LQ�SULFHV�DQG�WDULIIV��KRXVLQJ�VHUYLFHV��WUDQVSRUW��HQHUJ\

HWF����RU�VRPH�VHDVRQDO�WHQGHQFLHV�

&UHGLW�DOORFDWLRQ��%HIRUH������WKH�FHQWUDO�EDQN�ZDV�SURYLGLQJ�GLUHFWHG�DQG�FHQWUDOL]HG

ORDQV�LQ�WKH�DPRXQWV�UHTXHVWHG�E\�WKH�*RYHUQPHQW��6LQFH�$XJXVW�������ZKHQ�WKH�ILUVW

UHILQDQFLQJ�DXFWLRQ�WRRN�SODFH��WKH�PDLQ�W\SH�RI�FUHGLW�DOORFDWLRQ�ZHUH�FUHGLW�DXFWLRQV�KHOG�DW

WKH�1%0��ZKHUH�RQO\�EDQNV�ZKLFK�IXOILOOHG�1%0¶V�UHTXLUHPHQWV�FRXOG�WDNH�SDUW�LQ��7KH

DSSURYHG�SROLF\�JXLGHOLQHV�IRU������VSHFLILHG�WKDW�����RI�WKH�FHQWUDO�EDQN¶V�FUHGLW��DQG�IRU

�����±������PXVW�JR�WKURXJK�FUHGLW�DXFWLRQV��WKH�UHPDLQLQJ�SDUW�ZDV�GLVWULEXWHG�DFFRUGLQJ

WR�3DUOLDPHQW�GHFLVLRQV���DQG�WKHVH�FRQGLWLRQV�ZHUH�IXOILOOHG��WKRXJK�IHZ�EHOLHYHG�EDFN�LQ

�����WKDW�WKH�HFRQRP\�FRXOG�GR�ZHOO�ZLWKRXW�SUHIHUHQWLDO�ORDQV��%XW�LW�LQGHHG�PDQDJHG�ZHOO�

0DUNHW�PHWKRG�RI�JUDQWLQJ�ORDQV�WR�EDQNV�DW�WKH�DXFWLRQV�SURYHG�VXEVWDQWLDOO\�PRUH�HIILFLHQW�

7KH�UHILQDQFLQJ�UDWH�ZDV�HTXDO�WR�WKH�LQWHUHVW�UDWH�VHW�DW�WKH�DXFWLRQV�DFFRUGLQJ�WR�WKH�VXSSO\

DQG�GHPDQG�

,Q������1%0¶V�SUHIHUHQWLDO�FUHGLWV��GLUHFW�ORDQV�DW�ORZ�LQWHUHVW�UDWH�JUDQWHG�WR�VRPH

HFRQRPLF�DJHQWV��PDLQO\�VWDWH�HQWHUSULVHV��KDYH�EHHQ�SKDVHG�RXW��+RZHYHU��WKH�*RYHUQPHQW

LWVHOI�FRQWLQXHG�WR�SURYLGH�VWDWH�JXDUDQWHHV�IRU�FRPPHUFLDO�EDQNV¶�ORDQV�WR�VRPH�HFRQRPLF

DJHQWV��2Q�WKH�RWKHU�KDQG��1%0�FRQWLQXHG�WR�SUR�YLGH�GLUHFW�ORDQV�WR�WKH�0LQLVWU\�RI

)LQDQFH��KRZHYHU��VWDUWLQJ�ZLWK�WKH�LVVXDQFH�RI�VWDWH�7�%LOOV�LQ�������WKHVH�FUHGLWV�DUH

JUDQWHG�E\�WKH�1%0�H[FOXVLYHO\�DJDLQVW�VWDWH¶V�7�%LOOV��7KH�1%0�DQG�0LQLVWU\�RI�)LQDQFH

KDYH�EHHQ�ZRUNLQJ�RXW�WKH�SRVVLELOLW\�RI�FRQYHUWLQJ�ROG��IURP�������1%0¶V�ORDQV�WR

*RYHUQPHQW�LQWR�VWDWH�VHFXULWLHV��EXW�QR�VHFXULWL]DWLRQ�RI�WKLV�GHEW�ZDV�HIIHFWHG�VR�IDU��DQG

LW¶V�RQO\�EHLQJ�FRQWLQXRXVO\�SURORQJHG�
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7KH�DQQXDO�UHILQDQFLQJ�UDWH�HVWDEOLVKHG�DW�FUHGLW�DXFWLRQV�LQFUHDVHG�VLJQLILFDQWO\

WKURXJK�ODWH������UHDFKLQJ�D�SHDN�RI�����SHUFHQW�LQ�)HEUXDU\�������7KHQ��DV�LQIODWLRQ

GHFOLQHG��WKH�DXFWLRQ�UDWH�GURSSHG�WR�\HDUO\�����E\�HQG�������UHGXFLQJ�IXUWKHU�WR�����E\

HQG�������7KH�GHFUHDVH�RI�LQIODWLRQ�UDWH�KDV�KDG�D�SRVLWLYH�HIIHFW�RQ�1%0�UHILQDQFLQJ�UDWH�

ZKLFK�EHJLQQLQJ�ZLWK�-DQXDU\������EHFDPH�SRVLWLYH�LQ�UHDO�WHUPV��'XULQJ������WKH

UHILQDQFLQJ�UDWH�IOXFWXDWHG�LQVLJQLILFDQWO\�DURXQG���������JRLQJ�GRZQ�WR�����E\�HQG������

5HDO�UHILQDQFLQJ�UDWH�URVH�VLJQLILFDQWO\�LQ������DQG�SHDNHG�E\�PLG�������ZKLFK�EURXJKW

WKH�ILUVW�V\PSWRPV�RI�VXIIRFDWLQJ�HFRQRP\�DQG�XUJHG�1%0�WR�VWDUW�D�GHFUHDVH�LQ�LQWHUHVW

UDWHV���5HDO�LQWHUHVW�UDWHV�LQ�WKH�EDQNLQJ�V\VWHP�DOZD\V�UHPDLQHG�TXLWH�KLJK��$PRQJ�UHDVRQV

IRU�WKLV�DUH��RQ�WKH�RQH�KDQG��KLJK�V\VWHPLF�ULVN��GULYHQ�E\�WKH�ZHDNQHVV�RI�FRXUW�DQG�OHJDO

HQYLURQPHQW��IRU�LQVWDQFH�ODFN�RI�OHJDO�EDVLV�IRU�ODQG�FROODWHUDO�DQG�PRUWJDJH�ORDQV���DQG�RQ

WKH�RWKHU�KDQG��ODFN�RI�VHULRXV�FRPSHWLWLRQ�EHWZHHQ�EDQNV��DV�ZHOO�DV�WKHLU�XQGHUFDSLWDOL]DWLRQ�

7KH�YROXPH�RI�FUHGLWV�DXFWLRQHG�ZDV�GHWHUPLQHG�VR�DV�WR�DFKLHYH�WDUJHWHG�OHYHOV�RI�WKH

FHQWUDO�EDQN¶V�1'$��WDNLQJ�LQWR�DFFRXQW�LQGLFDWLYH�WDUJHWV�IRU�UHVHUYH�PRQH\�DQG�EURDG�PRQH\�

7KHVH�WDUJHWV�DUH�FRQVLVWHQW�ZLWK�SHUIRUPDQFH�FULWHULD�XQGHU�DUUDQJHPHQWV�ZLWK�WKH�,0)�

7KH�UHILQDQFLQJ�UDWH�VHW�DW�WKH�FUHGLW�DXFWLRQV�KDV�EHHQ�WKH�NH\�UHIHUHQFH�UDWH�RI�1%0�

6LQFH�$XJXVW������D�QHZ�LQVWUXPHQW�VWDUWHG�WR�EH�DSSOLHG�±�WKH�/RPEDUG�IDFLOLW\��7KH�/RPEDUG

UDWH�ZDV�GHWHUPLQHG�DW�WKH�OHYHO�RI�LQWHUHVW�UDWH�RQ����GD\�VWDWH�VHFXULWLHV�SOXV�D�FRQVWDQW�PDUJLQ

����RU�KLJKHU���,Q�6HSWHPEHU������1%0�DSSURYHG�WKH�UHJXODWLRQV�RQ�RSHQ�PDUNHW�RSHUDWLRQV�±

5HSR�DJUHHPHQWV��L�H��VHOOLQJ�RI�VWDWH�VHFXULWLHV�ZLWK�WKHLU�IXUWKHU�UHSXUFKDVH�DW�D�VSHFLILF�GDWH�DW

DQ�DJUHHG�SULFH��&RPPHUFLDO�EDQNV�DFW�DV�SULPDU\�GHDOHUV�LQ�WKHVH�RSHUDWLRQV�

0RQHWDU\�DJJUHJDWHV��5HVHUYH�PRQH\�DQG�WKH�PRQH\�VXSSO\�LQFUHDVHG�LQ������E\

�����DQG�������UHVSHFWLYHO\��FRPSDUHG�ZLWK������DQG������LQ�������7LJKW�ILQDQFLDO

FRQGLWLRQV�DOVR�UHVXOWHG�LQ�D�GHFOLQH�LQ�WKH�JURZWK�RI�EDQN�GHSRVLWV��ZKLFK�LQFUHDVHG�E\����

LQ������FRPSDUHG�WR������LQ�������7KH�VKDUH�RI�IRUHLJQ�FXUUHQF\�GHSRVLWV�LQ�WRWDO�GHSRVLWV

GHFOLQHG�WR�DERXW�����DW�WKH�HQG�RI�������GRZQ�IURP����SHUFHQW�DW�WKH�HQG�RI�������7KLV

UHIOHFWHG�DQ�LQFUHDVH�LQ�FRQILGHQFH�LQ�WKH�OHX��VXSSRUWHG�E\�WKH�VWDEOH�H[FKDQJH�UDWH�DQG�WKH

UDSLG�GHFOLQH�LQ�LQIODWLRQ��DQG�WKH�LQFUHDVLQJ�UHOLDQFH�RQ�IRUHLJQ�FXUUHQF\�GHSRVLWV�WR�ILQDQFH

FXUUHQW�WUDQVDFWLRQV�UDWKHU�WKDQ�DV�D�VWRUH�RI�YDOXH�

'XULQJ������PRQHWDU\�VXSSO\��0���LQFUHDVHG�E\��������EHFDXVH�RI�WKH�LQFUHDVH�RI

FDVK�LQ�FLUFXODWLRQ��0���E\������&DVK�FRQVWLWXWHG�PRUH�WKDQ�����RI�WKH�PRQHWDU\�VXSSO\�

'HSRVLWV�LQ�IRUHLJQ�H[FKDQJH�ZHQW�XS�E\������ZKLOH�GHSRVLWV�LQ�OHL�±�E\������7RWDO�GHSRVLWV

DPRXQWHG�WR����P�OHL��RU�PRUH�WKDQ����P�

,Q������PRQHWDU\�VXSSO\�JUHZ�E\��������&DVK�LQ�FLUFXODWLRQ�DQG�VLJKW�GHSRVLWV��0��

FRQVWLWXWHG��������VKRZLQJ�D������GHFUHDVH�RYHU�SUHYLRXV�\HDU��7KH�YROXPH�RI�WLPH�GHSRVLWV

DQG�IRUHLJQ�H[FKDQJH�GHSRVLWV��TXDV\�PRQH\��JUHZ�XS�UHVSHFWLYHO\��UHDFKLQJ�D�VKDUH�RI������

RI�0��

'XULQJ������EURDG�PRQH\�LQFUHDVHG�E\������,W�KDSSHQHG�PDLQO\�GXH�WR�WKH�JURZWK�RI

FDVK�LQ�FLUFXODWLRQ�E\������ZKLFK�LQ������ZDV�E\��������'HSRVLWV�FRQVWLWXWHG�DOUHDG\

������RI�WKH�EURDG�PRQH\��DQG�WKH�ELJJHVW�VKDUH�RI�WKHP�ZDV�LQ�QDWLRQDO�FXUUHQF\��ZKLFK

DFWXDOO\�SURYHG�WKH�FRQILGHQFH�RI�KRXVHKROGV�DQG�HFRQRPLF�DJHQWV�LQ�OHX��DQG�LWV�VWDELOLW\�

7KH�1DWLRQDO�%DQN��DV�WKH�FHQWUDO�EDQN��VHWV�FRPPHUFLDO�EDQNV¶�UHVHUYH�UHTXLUHPHQW

DFFRUGLQJ�WR�WKH�LPSOHPHQWHG�PRQHWDU\�SROLF\��$�PRUH�DJJUHVVLYH�XWLOL]DWLRQ�RI�WKLV

LQVWUXPHQW�WRRN�SODFH�LQ�������7LOO�)HEUXDU\���������PDQGDWRU\�UHVHUYHV�IRU�VLJKW�GHSRVLWV

ZDV�HTXDO�WR�����RI�WKH�WRWDO�DWWUDFWHG�IXQGV��ZKLOH�IRU�WKH�WLPH�GHSRVLWV�WKH�UHTXLUHPHQW

ZDV�ORZHU������DQG�OHVV���7KHQ��LQ�RUGHU�WR�OLPLW�WKH�PRQH\�LQ�FLUFXODWLRQ��1%0�UDLVHG�WKH
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UHVHUYH�UHTXLUHPHQW�XS�WR������$QG�IURP�-XQH����������VHHLQJ�WKDW�WKH�OHYHO�RI�LQIODWLRQ�KDV

GHFUHDVHG��1%0�ORZHUHG�WKH�UHVHUYH�UHTXLUHPHQW�EDFN�WR������)URP�'HFHPEHU���������

1%0�VHW�DQ�XQLTXH�UHVHUYH�UHTXLUHPHQW�IRU�DOO�GHSRVLWV�HTXDO�WR������)URP�2FWREHU���

�����LW�ZDV�VHW�DW�����,Q������1%0�WUDQVSRVHG�WKH�UHVHUYH�UHTXLUHPHQW������WR�WKH�IRUHLJQ

H[FKDQJH�GHSRVLWV��7KH�VLWXDWLRQ�FKDQJHG�GUDPDWLFDOO\�LQ�WKH�ODVW�TXDUWHU�RI�������EXW�WKLV

DVSHFW�ZLOO�EH�DQDO\]HG�LQ�WKH�³/DWHVW�GHYHORSPHQWV´�VXEVHFWLRQ�EHORZ�

([FKDQJH�UDWH��7KH�LQLWLDO�H[FKDQJH�UDWH�RI�WKH�OHX�ZDV�VHW�DW������OHL�SHU���86�GROODU�

)XUWKHU�RQ��WKH�RIILFLDO�UDWH�ZDV�IL[HG�DW�WKH�VHVVLRQV�RI�WKH�0ROGRYDQ�,QWHUEDQN�&XUUHQF\

([FKDQJH��2IILFLDO�UDWH�DSSOLHV�WR�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�FDUULHG�RXW�E\�WKH�1%0�

LQFOXGLQJ�H[WHUQDO�GHEW�VHUYLFH��DQG�LV�XVHG�IRU�DFFRXQWLQJ�DQG�WD[�YDOXDWLRQ�SXUSRVHV�

)URP�2FWREHU�����������WKH�IL[LQJ�VHVVLRQV�RI�WKH�&KLúLQ�X�%RXUVH�ZHUH�KHOG�RQ�D

ZHHNO\�EDVLV��DQG�VWDUWLQJ�'HFHPEHU����������WKH\�ZHUH�KHOG�WZLFH�D�ZHHN��6LQFH�-DQXDU\���

�����±�WKULFH�D�ZHHN��$OUHDG\�LQ������WKH�1%0�LQWURGXFHG�GDLO\�TXRWLQJ��IURP�)HEUXDU\���

������RI�WKH�86'��585��52/�DQG�'(0�

'XH�WR�WKH�IDFW�WKDW�WKH�ODJ�EHWZHHQ�H[FKDQJH�UDWHV�LQ�WKH�FDVK�DQG�QRQ�FDVK�PDUNHWV

ZDV�H[SDQGLQJ��LQ�'HFHPEHU������WKH�1%0�PDGH�VHYHUDO�LQWHUYHQWLRQV�DW�WKH�H[FKDQJH

EXUHDXV��EX\LQJ�86�GROODUV�DQG�DIWHU�D�ZKLOH�VHOOLQJ�WKHP�EDFN��7KXV��WKH�QRPLQDO�H[FKDQJH

UDWH�ZDV�DW�ILUVW�HYHQ�DSSUHFLDWLQJ��UHDFKLQJ�������OHL�SHU�86'�GXULQJ�������-DQXDU\������

$IWHUZDUGV�WKH�UDWH�VWDUWHG�WR�VORZO\�GHSUHFLDWH��5HODWLYHO\�KLJK�LQWHUYHQWLRQV�ZHUH�PDGH�E\

WKH�1%0�LQ�������PDLQO\�LQ�WKH�FDVK�PDUNHW��%HFDXVH�RI�SDQLF�DPRQJ�SRSXODWLRQ��DQG

LQFUHDVHG�GHPDQG�IRU�KDUG�FXUUHQF\�LQ�VSULQJ�������WKH�H[FKDQJH�EXUHDXV�UDLVHG�VKDUSO\�WKH

H[FKDQJH�UDWH�LQ�$SULO�������VR�WKDW�WKH�1%0�GHFLGHG�WR�PDNH�D�PDVVLYH�LQWHUYHQWLRQ�DQG

VROG�DURXQG�RQH�PLOOLRQ�86'�LQ�FDVK��TXLWH�D�ORW�IRU�WKDW�WLPH���7KHQ��DIWHU�D�VKRUW

VWDELOL]DWLRQ��DQRWKHU�KLW�IROORZHG��DQG�1%0�VROG�LQ�0D\�DQRWKHU�����WKRXVDQG�GROODUV�FDVK

WR�WKH�H[FKDQJH�EXUHDXV��,QWHUYHQWLRQV�SURYHG�WR�EH�TXLWH�VXFFHVVIXO�DQG�WKH�FHQWUDO�EDQN

DIWHUZDUGV�ERXJKW�WKH�IRUHLJQ�H[FKDQJH�EDFN��DW�D�FRQYHQLHQW�UDWH��7KLV�ZDV�D�JRRG�H[DPSOH

RI�KRZ�WKH�1%0�VWRRG�WKH�VSHFXODWLRQV�LQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�

'XULQJ������WKH�FRXSRQ�GHSUHFLDWHG�E\�������ZKLOH�DOUHDG\�LQ������WKH�0ROGRYDQ�OHX

GHSUHFLDWHG�DJDLQVW�WKH�86�GROODU�RQO\�E\������)XUWKHU�RQ�OHX�VKRZHG�D�UHPDUNDEOH�VWDELOLW\�

DQG�WKH�\HDUO\�QRPLQDO�GHSUHFLDWLRQ�LQGH[�ZDV�������LQ������������LQ�������DQG�������LQ

������7KH�VWDEOH�H[FKDQJH�UDWH�ZDV�XVHG�DV�D�VHFRQG�DQFKRU��DSDUW�IURP�WKH�WLJKW�PRQHWDU\

SROLF\��IRU�NHHSLQJ�WKH�LQIODWLRQ�LQ�SODFH��+RZHYHU��RYHU�D�PHGLXP�DQG�ORQJ�WHUP�SHULRG�

RQO\�RQH�DQFKRU��L�H��PRQHWDU\�SROLF\��VKRXOG�EH�VXIILFLHQW�

$ORQJ�ZLWK�WKH�UHGXFWLRQ�RI�LQIODWLRQ��WKH�0ROGRYDQ�OHX�VWDUWHG�WR�DSSUHFLDWH�LQ�UHDO

WHUPV�DJDLQVW�WKH�5XVVLDQ�UXEOH��8NUDLQLDQ�NDUERYDQHWV��86�GROODU�DQG�RWKHU�FXUUHQFLHV�

7KXV��WKH�UHDO�H[FKDQJH�UDWH�LQGH[�LQGLFDWHG�DQ�DSSUHFLDWLRQ�RI�OHX�DJDLQVW�86�GROODU�E\

DERXW�����LQ�������E\�������LQ�������������LQ�������DQG�����LQ������

$V�LW�FDQ�EH�VHHQ��LQ�UHDO�WHUPV�WKHUH�ZDV�D�VKDUS�DSSUHFLDWLRQ�RI�WKH�OHX�RYHU�WKLV

SHULRG��0RUHRYHU��RYHUYDOXDWLRQ�RI�WKH�OHX��LQ�WKH�SUHVHQFH�RI�KXJH�DQG�ULVLQJ�%DODQFH�RI

3D\PHQWV�GLVHTXLOLEULXP��FXUUHQW�DFFRXQW�WR�*'3�UDWLR�ZDV�������LQ��������HQFRXUDJHG

RUJDQL]HG�VSHFXODWLYH�GULYH�DJDLQVW�WKH�OHX��7KH�QRPLQDO�HIIHFWLYH�H[FKDQJH�UDWH�VKRZHG�LQ

�����DQ�DSSUHFLDWLRQ�RI�0ROGRYDQ�OHX�E\�����DJDLQVW�FXUUHQFLHV�RI�WKH�PDLQ�WUDGLQJ

SDUWQHUV�RI�0ROGRYD�±�5XVVLD��8NUDLQH��%HODUXV��5RPDQLD��%XOJDULD��*HUPDQ\�DQG�,WDO\��7KH

UHDO�HIIHFWLYH�UDWH��ZKLFK�DOVR�WDNHV�LQWR�DFFRXQW�WKH�LQIODWLRQ�LQ�0ROGRYD�DQG�WKH�DERYH

FRXQWULHV��LQGLFDWHG�DQ�DSSUHFLDWLRQ�E\������7KLV�HYROXWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\�KDV

JHQHUDWHG�PDQ\�REMHFWLRQV��HVSHFLDOO\�LQ�������IURP�WKH�H[SRUWHUV¶�VLGH��ZKLFK�FODLPHG�WKDW

DQ�RYHUYDOXHG�YDOXH�RI�OHX�PDGH�0ROGRYDQ�H[SRUWHG�JRRGV�WRR�H[SHQVLYH��WKXV�GHWHULRUDWLQJ
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WKHLU�FRPSHWLWLYHQHVV��$W�WKH�VDPH�WLPH��LW�ZDV�EHOLHYHG�WKDW�D�GHYDOXDWLRQ�RI�OHX�ZRXOG�FXW

WKH�PDVVLYH�LPSRUWV��HVSHFLDOO\�RI�FRPPRGLW\�JRRGV��%XW��RQ�WKH�RWKHU�KDQG��1%0�FODLPHG

WKDW�WKH�GHYDOXDWLRQ�ZRXOG�QRW�VROYH�WKLV�SUREOHP��VLQFH�DOPRVW�RQH�WKLUG�RI�LPSRUWV�ZHUH

HQHUJ\�UHVRXUFHV��%HVLGHV��LW�ZDV�VWUHVVHG�WKDW�D�GHSUHFLDWLRQ�ZRXOG�FDXVH�SUREOHPV�WR�WKH

*RYHUQPHQW�LQ�WHUPV�RI�H[WHUQDO�GHEW�VHUYLFH��DQG�DOVR�ZRXOG�FDXVH�WKH�UHGXFWLRQ�RI

KRXVHKROGV¶�UHDO�LQFRPHV�

$QDO\]LQJ�WKH�SDWK�RI�WKH�H[FKDQJH�UDWH�GXULQJ������������LW�PD\�EH�VHHQ�WKDW�WKHUH

ZHUH�VRPH�FRPPRQ�WHQGHQFLHV�JHQHUDWHG�E\�VHDVRQDO�IOXFWXDWLRQV�RI�WKH�VXSSO\�DQG�GHPDQG

IRU�KDUG�FXUUHQF\�LQ�WKH�IRUH[�PDUNHW��7KH\�DUH�H[SODLQHG�E\�WKH�VHDVRQDO�FKDUDFWHU�RI

0ROGRYD¶V�HFRQRP\��ZKLFK�LV�VWURQJO\�UHO\LQJ�RQ�WKH�DJULFXOWXUH�VHFWRU��,Q�VSULQJ�1%0

XVXDOO\�VROG�KDUG�FXUUHQF\�GXH�WR�WKH�KLJK�GHPDQG�IURP�HFRQRPLF�DJHQWV�UHODWHG�WR�WKH

SURFXUHPHQW�RI�IXHO�HWF��QHHGHG�IRU�WKH�VRZLQJ�SHULRG��7KHQ��ODWHU�LQ�WKH�\HDU��ZKHQ�WKH

SURGXFWLRQ�LV�KDUYHVWHG�DQG�H[SRUWHG��WKHUH�DUH�LQIORZV�RI�KDUG�FXUUHQF\�VROG�LQ�WKH�PDUNHW�

DQG�ERXJKW�E\�WKH�1%0�IRU�FRPSOHWLQJ�LWV�UHVHUYHV��%HIRUH�WKH�EHJLQQLQJ�RI�ZLQWHU

SUHSDUDWLRQV�DUH�EHLQJ�PDGH��HQHUJ\�LPSRUWV��ZKLFK�FRQWULEXWH�DJDLQ�WR�DQ�LQFUHDVH�LQ

GHPDQG�IRU�IRUHLJQ�H[FKDQJH�HWF�

'XULQJ�����������1%0�KDV�EHHQ�LQWHUYHQLQJ�RQ�WKH�IRUHLJQ�H[FKDQJH�PDUNHW�IRU

DWWHQXDWLQJ�VKDUS�H[FKDQJH�UDWH�IOXFWXDWLRQV��DFFRUGLQJ�WR�WKH�JRDOV�RI�WKH�PRQHWDU\�SROLF\�

+RZHYHU��LQ�VSLWH�RI�WKH�UHODWLYHO\�UHGXFHG�VFDOH�RI�LWV�LQWHUYHQWLRQV��ZLWK�VRPH�H[FHSWLRQV��

WKH�1%0�DOZD\V�KDG�D�QRWDEOH�SV\FKRORJLFDO�LQIOXHQFH�RQ�WKH�SDUWLFLSDQWV�RI�WKH�IRUH[

PDUNHW��,W�LV�H[SODLQHG�E\�WKH�IDFW�WKDW��KDYLQJ�VLJQLILFDQW�IRUHLJQ�H[FKDQJH�UHVHUYHV��1%0

FRXOG�YLUWXDOO\�VDWLVI\�DOPRVW�DQ\�GHPDQG�RQ�WKH�VPDOO�0ROGRYD¶V�FXUUHQF\�PDUNHW��7KXV��WKH

H[FKDQJH�UDWH�ZDV�FORVHO\�VXSHUYLVHG�E\�WKH�FHQWUDO�EDQN��ZKLOH�FRPPHUFLDO�EDQNV�DQG

HFRQRPLF�DJHQWV�ZHUH�PRQLWRULQJ�1%0¶V�LQWHUYHQWLRQV�LQ�WKH�PDUNHW��ZKLFK�FRXOG�LPSOLFLWO\

UHVKXIIOH�WKH�H[FKDQJH�UDWH��WKXV�FDXVLQJ�WKHP�ORVVHV�

)RUHLJQ�H[FKDQJH�UHJLPH��7KH�1%0�KDV�EHHQ�JUDGXDOO\�LPSOHPHQWLQJ�D�SROLF\�RI

IRUHLJQ�H[FKDQJH�PDUNHW�OLEHUDOL]DWLRQ��6LQFH������SRVLWLYH�FKDQJHV�LQ�FXUUHQF\�UHJXODWLRQV

HPHUJHG��WLOO�0D\������PDQGDWRU\�VDOH�RI�KDUG�FXUUHQF\�FRQVWLWXWHG�����RI�WKH�SURFHHGV

IURP�SURGXFWLRQ�DFWLYLW\�DQG�����LQ�FDVH�RI�LQWHUPHGLDULHV��7KHUHDIWHU�WKH�VXUUHQGHU

UHTXLUHPHQW�KDV�EHHQ�JUDGXDOO\�XQLILHG��DFFRXQWLQJ�IRU�����E\�HQG�������0RUHRYHU��ZKLOH

LQ������H[SRUWV�SURFHHGV�KDYH�EHHQ�VROG�WR�WKH�1%0��VWDUWLQJ�-DQXDU\������WKH\�DUH�VROG�WR

FRPPHUFLDO�EDQNV��&RPSO\LQJ�ZLWK�WKH�VXUUHQGHU�UHTXLUHPHQW��WLOO�WKH�HQG�RI������HFRQRPLF

HQWLWLHV�VROG������P�ZKLFK�FRPSOHWHG�WKH�1%0¶V�IRUHLJQ�H[FKDQJH�UHVHUYHV��WKDW�DW�WKH�HQG

RI������VWRRG�DW����P��2Q�-DQXDU\����������1%0�DSSURYHG�WKH�QHZ�5HJXODWLRQ�RQ

&XUUHQF\�&RQWURO��ZKLFK�DXWKRUL]HG�EX\LQJ�RI�KDUG�FXUUHQF\�IRU�FXUUHQW�DFFRXQW�RSHUDWLRQV�

)URP�1RYHPEHU����������WKH�VXUUHQGHU�UHTXLUHPHQW�ZDV�FDQFHOOHG��WKXV�HFRQRPLF�DJHQWV

EHLQJ�DEOH�WR�IUHHO\�GLVSRVH�RI�WKHLU�H[SRUW�HDUQLQJV��NHSW�ZLWK�EDQNV��7KLV�ZDV�D�VWURQJ

HYLGHQFH�RI�OHX¶V�VWDELOLW\�

7KH�EXLOGLQJ�XS�RI�UHVHUYHV�HYROYHG�IXUWKHU��7KXV��DW�WKH�HQG�RI������JURVV�UHVHUYHV

DOUHDG\�UHDFKHG�����P�������������P�������������P��$W�HQG������JURVV�UHVHUYHV�UHDFKHG��

����P��FRYHULQJ�����PRQWKV�RI�LPSRUWV�RI�JRRGV�DQG�VHUYLFHV���RXW�RI�ZKLFK�����P

UHSUHVHQWHG�QHW�UHVHUYHV��,QFUHDVH�RI�UHVHUYHV�ZDV�PDLQO\�GXH�WR�1%0¶V�LQWHUYHQWLRQV�LQ�WKH

IRUHLJQ�H[FKDQJH�PDUNHW��ZKHUH�WKHUH�ZDV�D�KLJKHU�VXSSO\�RI�IRUHLJQ�H[FKDQJH��UHVXOWHG

IURP�H[SRUWV��IRUHLJQ�LQYHVWPHQWV��DQG�IRUHLJQ�ORDQV���DQG�DOVR�GXH�WR�D�VXFFHVVIXO

PDQDJHPHQW�RI�WKH�UHVHUYH�SRUWIROLR�GRQH�E\�FHQWUDO�EDQN¶V�GHDOHUV��SODFHPHQWV�RQ�GHSRVLWV

ZLWK�IRUHLJQ�EDQNV��5HSRV��LQYHVWPHQWV�LQ�86�7UHDVXU\�VHFXULWLHV�DQG�RWKHUV��
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5XOHV�RI�H[SRUW�LPSRUW�RI�KDUG�FXUUHQF\�LQ�0ROGRYD�KDYH�EHHQ�VLPSOLILHG��ZKLOH�TXLWH

OLEHUDO�UHJXODWLRQV�KDYH�EHHQ�VHW�UHJDUGLQJ�NHHSLQJ�KDUG�FXUUHQF\�RQ�GHSRVLWV�ZLWK�0ROGRYDQ

EDQNV��7KHVH�DFWLRQV�OHG�WR�D�JURZLQJ�FRQILGHQFH�LQ�OHX�IURP�SRSXODWLRQ�DQG�HFRQRPLF

HQWLWLHV��&RQVHTXHQWO\��WKH�H[FKDQJH�UDWH�RI�OHX�KDV�VWDELOL]HG��WKH�YROXPH�RI�OHL�GHSRVLWV�ZLWK

EDQNV�LQFUHDVHG��ZKLOH�WKH�³VWUHHW´�DFWLYLWLHV�DQG�EODFN�FXUUHQF\�PDUNHW�SKHQRPHQD�KDYH

SUDFWLFDOO\�ZLSHG�RXW�

7KH�DERYH�PHQWLRQHG�PHDVXUHV�DQG�UHVXOWV�REWDLQHG�VHUYHG�DV�D�JRRG�UHDVRQ�IRU�WKH

1%0�WR�DFFHSW�RQ�-XQH����������WKH�$UWLFOH�9,,,��VHFWLRQV���������RI�WKH�,0)�$UWLFOHV�RI

$JUHHPHQW��7KLV�UHSUHVHQWHG�GH�MXUH�WKH�FRQYHUWLELOLW\�RI�0ROGRYDQ�OHX�IRU�FXUUHQW

DFFRXQW�RSHUDWLRQV��DQG�IRU�VRPH�FDSLWDO�DFFRXQW�RSHUDWLRQV��$V�D�UHVXOW��DQ\�UHVLGHQW�RU

QRQ�UHVLGHQW�LQGLYLGXDO�RU�OHJDO�HQWLW\�KDYH�EHHQ�DOORZHG�WR�H[FKDQJH�ZLWK�QR�OLPLWV�OHL�LQWR

KDUG�FXUUHQFLHV��DQG�VRPH�QRQ�FRQYHUWLEOH�FXUUHQFLHV��IRU�LQVWDQFH�RI�)68�FRXQWULHV��DQG

YLFH�YHUVD��)RUHLJQ�LQYHVWRUV�ZHUH�JUDQWHG�WKH�ULJKW�WR�IUHHO\�UHSDWULDWH�FDSLWDO�WR�WKHLU

FRXQWU\�RI�RULJLQ��$Q\�HFRQRPLF�DJHQW�RI�0ROGRYD�FDQ�EX\�KDUG�FXUUHQF\�DPRXQWV�IRU

LPSRUW�RSHUDWLRQV��ZLWKRXW�OLPLWDWLRQV��WKURXJK�0ROGRYDQ�FRPPHUFLDO�EDQNV��(FRQRPLF

HQWLWLHV�KDYH�EHHQ�DOORZHG��LQ�FDVHV�ZKHQ�WKH\�UHFHLYHG�ORDQV�IURP�DEURDG��UHJLVWHUHG�DW

WKH�1%0��WR�EX\�KDUG�FXUUHQF\�LQ�WKH�ORFDO�PDUNHW�IRU�VHUYLFLQJ�WKHVH�ORDQV��5HVLGHQWV�

ZRUNLQJ�DEURDG��FDQ�IUHHO\�WUDQVIHU�WKHLU�HDUQLQJV�WR�UHODWLYHV�LQ�0ROGRYD��+RZHYHU�

LQGLYLGXDOV�UHVLGHQWV�RI�0ROGRYD�DUH�QRW�DOORZHG�WR�WUDQVIHU�DEURDG�WKH�PRQH\�IURP�WKHLU

KDUG�FXUUHQF\�DFFRXQWV�ZLWK�ORFDO�EDQNV��ZLWK�D�IHZ�H[FHSWLRQV�VXFK�DV�IRU�PHGLFDO�FDUH�

VWXGLHV�DQG�RWKHU�

7KH�VWDELOLW\�RI�WKH�H[FKDQJH�UDWHV�RI�FRPPHUFLDO�EDQNV�ZDV�SURYLQJ�WKDW�WKH�GRPHVWLF

IRUHLJQ�H[FKDQJH�PDUNHW�ZDV�VWDELOL]HG�GXH�WR�WKH�IDFW�WKDW�FRPPHUFLDO�EDQNV�VWDUWHG�WR

ZRUN�LQGHSHQGHQWO\�LQ�FDVK�VXSSO\LQJ��0RUHRYHU��LW�VKRXOG�EH�QRWHG�WKDW�VLQFH������WKH

H[FKDQJH�UDWHV�VHW�E\�FRPPHUFLDO�EDQNV�IRU�WUDQVIHUV�DQG�WKH�UDWHV�VHW�E\�WKH�H[FKDQJH

EXUHDXV�IRU�FDVK�WUDQVDFWLRQV�GLG�QRW�GLIIHU�PXFK�IURP�WKH�RIILFLDO�UDWH��7KLV�PHDQW�WKDW�WKH

IRUHLJQ�H[FKDQJH�PDUNHW�LQ�0ROGRYD�ZDV�IDLUO\�GHYHORSHG��KDUG�FXUUHQF\�ZDV�ZLGHO\

DFFHVVLEOH��DQG�WKH�VLWXDWLRQ�KDG�D�VXVWDLQDEOH�VWDELOLW\�

*HQHUDOO\�VSHDNLQJ��WR�WKH�HVWDEOLVKPHQW�DQG�VWDELOL]DWLRQ�RI�0ROGRYDQ�IRUHLJQ

H[FKDQJH�PDUNHW�FRQWULEXWHG��LQVWLWXWLQJ�RI�WKH�,QWHUEDQN�&XUUHQF\�([FKDQJH��FUHDWLRQ�RI�WKH

VHFXULWLHV�PDUNHW��1%0¶V�&OHDULQJ�&HQWHU��DV�ZHOO�DV�WKH�DFWLYLW\�RI�D�ODUJH�QXPEHU�RI

IRUHLJQ�H[FKDQJH�EXUHDXV��ZKLFK�WRJHWKHU�ZLWK�FRPPHUFLDO�EDQNV��DUH�SURYLGLQJ�FXUUHQF\

H[FKDQJH�VHUYLFHV�LQ�0ROGRYD�

$�SDUWLFXODU�LPSRUWDQFH�IRU�0ROGRYD�KDG�WKH�ORQJ�WHUP�ILQDQFLDO�DVVLVWDQFH�UHFHLYHG

IURP�WKH�,0)�DQG�:RUOG�%DQN�GXULQJ������������,Q�WRWDO�,0)�PDGH�DYDLODEOH�����P�

WKURXJK�&&))��67)��6WDQG�E\�DQG�())�IDFLOLWLHV���IRU�EDODQFH�RI�SD\PHQWV�VXSSRUW��QDWLRQDO

FXUUHQF\�VXSSRUW��DQG�VWUXFWXUDO�DGMXVWPHQW��7KH�:RUOG�%DQN�SURYLGHG�����P��IRU�ILQDQFLQJ

FULWLFDO�LPSRUWV��H[SRUW�SURPRWLRQ��ILQDQFLQJ�EXGJHW�GHILFLW��SULYDWH�VHFWRU�GHYHORSPHQW��DQG

DOVR�VWUXFWXUDO�DGMXVWPHQW��0ROGRYD�DOVR�UHFHLYHG�FRQVLGHUDEOH�ORDQV�IURP�GRQRU�FRXQWULHV�

(XURSHDQ�&RPPXQLW\��DQG�SULYDWH�EDQNV�

+RZHYHU��LQ�PLG������,0)�VWRSSHG�WKH�GLVEXUVHPHQWV�XQGHU�WKH�([WHQGHG�)XQG

)DFLOLW\��2QH�RI�WKH�PDLQ�UHDVRQV�ZDV�WKH�VORZ�SURJUHVV�LQ�FXUELQJ�WKH�ILVFDO�GHILFLW�LQ������

2WKHU�LPSRUWDQW�IDFWRUV�ZHUH�RYHU�OLPLW�GHILFLW�ILQDQFLQJ�IURP�WKH�FHQWUDO�EDQN��DV�ZHOO�DV

LQWHUQDO�SD\PHQWV�DQG�H[WHUQDO�GHEW�DUUHDUV��0LVVHG�,0)�WDUJHWV�KDG�D�NQRFN�RXW�HIIHFW�WR

:RUOG�%DQN�IXQGLQJ�DQG�GLVEXUVHPHQWV�IURP�6$/��DOVR�FHDVHG��,QVWHDG�RI�UHGXFLQJ�WKH

GHILFLW��WKH�DXWKRULWLHV��LQ�DEVHQFH�RI�PXOWLODWHUDO�IXQGLQJ��DQG�UHOXFWDQFH�RI�1%0�WR�H[WHQG

XQOLPLWHG�FUHGLW�WR�WKH�*RYHUQPHQW��KDYH�LQFUHDVLQJO\�UHVRUWHG�WR�SULYDWH�ERUURZLQJ�±�ODXQFK

RI�0ROGRYDQ�(XURERQGV�DQG�HQFRXUDJLQJ�IRUHLJQ�LQYHVWRUV�WR�EX\�GRPHVWLF�7�%LOOV��7KLV
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XOWLPDWHO\�OHG�WR�WKH�H[SDQVLRQ�RI�FULVLV�LQ�WKH�ILQDQFLDO�VSKHUH��EHFDXVH�WKH�EXGJHW�GHILFLW�VWLOO

KDV�QRW�EHHQ�UHGXFHG���ZKLFK�ZDV�VWURQJO\�FDWDO\]HG�E\�WKH�5XVVLDQ�FULVLV�ODWHU�LQ�$XJXVW

�����

/DWHVW�HYROXWLRQV�LQ�������7KH�VLWXDWLRQ�RQ�WKH�0ROGRYDQ�ILQDQFLDO�PDUNHW�GXULQJ�����

UHPDLQHG�UHODWLYHO\�VWDEOH��H[FHSW�IRU�WKH�SHULRG�LQIOXHQFHG�E\�5XVVLDQ�ILQDQFLDO�FULVLV��ZKLFK

VWDUWHG�DW�PLG�$XJXVW�������7KH�5XVVLDQ�FULVLV�DORQJ�ZLWK�VHULRXV�XQGHUPLQLQJ�RI�0ROGRYDQ

H[SRUWV��KDG�DOVR�D�PDMRU�QHJDWLYH�LPSDFW�RQ�ORFDO�ILQDQFLDO�PDUNHW��7KH�PDMRULW\�RI�IRUHLJQ

SRUWIROLR�LQYHVWRUV�ZLWKGUHZ�WKHLU�FDSLWDOV�LQYHVWHG�LQ�6WDWH�7UHDVXU\�%LOOV��WRWDO�IRUHLJQ

LQYHVWPHQWV�LQ�VWDWH�VHFXULWLHV�KDG�UHDFKHG�DURXQG����P��L�H��RQH�WKLUG�RI�WKH�WRWDO���$W�WKH

VDPH�WLPH��VWDUWLQJ�HQG�$XJXVW�SHRSOH�EHJDQ�FRQYHUWLQJ�WKHLU�OHL�GHSRVLWV�ZLWK�FRPPHUFLDO

EDQNV�LQWR�KDUG�FXUUHQF\�RQHV��VRPH�HQWLUHO\�ZLWKGUDZLQJ�WKHLU�IXQGV�IURP�WKH�EDQNLQJ

V\VWHP�

7KHVH�DFWLRQV�ZHUH�SDUWLFXODUO\�GULYHQ�E\�WKH�HYHQWV�KDSSHQHG�RQ�³EODFN�)ULGD\´�±

6HSWHPEHU���������±�ZKHQ�PDQ\�H[FKDQJH�EXUHDXV�LQ�&KLúLQ�X��VXSSRUWHG�E\�RQH

FRPPHUFLDO�EDQN�WULHG�LUUHVSRQVLEOH�VSHFXODWLYH�DFWLRQV�DJDLQVW�WKH�OHX��XQGHU�FRQGLWLRQV�RI

WHPSRUDU\�VKRUWDJH�RI�FDVK�KDUG�FXUUHQF\�LQ�WKH�PDUNHW���UDLVLQJ�WKH�86�GROODU�VHOOLQJ�UDWH�WR

����OHL�SHU���86���0RUHRYHU��WKH\�YLRODWHG�VHYHUDO�UHJXODWLRQV��FKDQJLQJ�WKH�UDWHV�VHYHUDO

WLPHV�D�GD\�DQG�IL[LQJ�PXFK�KLJKHU�VSUHDGV�FRPSDULQJ�WR�WKH�����DOORZHG�RQHV��(QHUJHWLF

VWHSV�WDNHQ�E\�WKH�1%0��ZKLFK�KHOSHG�FRPPHUFLDO�EDQNV��VHOOLQJ�WKHP�VHYHUDO�PLOOLRQV�RI�86

GROODUV�LQ�FDVK�RQ�6DWXUGD\��SOXV�LQVSHFWLRQV�DQG�PDVVLYH�ZLWKGUDZDO�RI�OLFHQVHV�RI�H[FKDQJH

EXUHDXV��DORQJ�ZLWK�WLJKWHQLQJ�RI�EX\LQJ�VHOOLQJ�VSUHDG���KHOSHG�WR�FDOP�WKH�VLWXDWLRQ��DQG

VWDUWLQJ�0RQGD\��6HSWHPEHU����WKH�GROODU�VHOOLQJ�UDWHV�KDYH�IDOOHQ�EDFN�WR�����OHL���

$W�WKDW�WLPH�1%0�GHFLGHG�WR�OLPLW�KDUG�FXUUHQF\�LQWHUYHQWLRQV��NHHSLQJ�WKHP�DW

ORZHVW�SRVVLEOH�OHYHO��REYLRXVO\�GULYHQ�E\�WKH�GHFLVLRQ�WR�SURWHFW�LWV�GLPLQLVKLQJ�);

UHVHUYHV��7KLV��LQ�LWV�WXUQ�NHSW�WKH�GHPDQG�IRU�GROODUV�LQ�WKH�PDUNHW��7KH�1%0�KDV�EHHQ

VHOOLQJ�KDUG�FXUUHQF\�GXULQJ�DOO�WKH�VHVVLRQV�RI�WKH�,QWHUEDQN�&XUUHQF\�([FKDQJH�LQ

6HSWHPEHU�2FWREHU��DQG�WKH�RIILFLDO�H[FKDQJH�UDWH�ZDV�ILUPO\�GHSUHFLDWLQJ�

$W�2FWREHU���WKH�RIILFLDO�H[FKDQJH�UDWH�UHDFKHG�IRU�WKH�ILUVW�WLPH������OHL�SHU��86'�

$W�2FWREHU����WKH�RIILFLDO�H[FKDQJH�UDWH�UHDFKHG�WKH�OHYHO�RI������OHL�SHU��86'�

$W�1RYHPEHU���WKH�RIILFLDO�H[FKDQJH�UDWH�UHDFKHG�WKH�OHYHO�RI������OHL�SHU��86'��DQG

WKHQ�OHX�FRQWLQXHG�WR�GHSUHFLDWH��DSSURDFKLQJ����OHL��86'�E\�HQG�1RYHPEHU�

7KH�1DWLRQDO�%DQN�KDG�DQ�RSSRUWXQLW\�WR�FRQVLGHU�WKH�,0)�ZDUQLQJ��H[SUHVVHG�RQ

2FWREHU����������DQG�VWRS�VHOOLQJ�KDUG�FXUUHQF\�LQ�WKH�LQWHUEDQN�PDUNHW��%XW�1%0¶V

PDQDJHPHQW�GHFLGHG�WR�PDNH�DQRWKHU�DWWHPSW�WR�VWDELOL]H�WKH�OHX��XVLQJ�RQH�RI�WKH�SLYRWV�RI

PRQHWDU\�SROLF\�±�PDQGDWRU\�UHVHUYHV�RI�FRPPHUFLDO�EDQNV�DW�WKH�FHQWUDO�EDQN��7KXV��RQ

2FWREHU����������1%0¶V�$GPLQLVWUDWLYH�&RXQFLO�DGRSWHG�D�GHFLVLRQ�WR�UDLVH�WKH�UHVHUYH

UHTXLUHPHQW�IURP����WR�����VWDUWLQJ�2FWREHU�����ZKLFK�JHQHUDWHG�D�ORW�RI�DUJXPHQWV��DQG�D

SDUW�RI�WKHP�TXLWH�VHQVLEOH��DJDLQVW�LW��FRPLQJ�IURP�FRPPHUFLDO�EDQNV�

2EYLRXVO\�1%0�FRXQWHG�RQ�WKH�IDFW�WKDW��ODFNLQJ�FDVK�OHL��WKH�EDQNV�ZRXOG�VWDUW�VHOOLQJ

KDUG�FXUUHQF\�DW�WKH�,QWHUEDQN�%RXUVH�LQ�RUGHU�WR�JHW�FDVK�OHL��7KH�1%0¶V�JRDO�ZDV�WR�GLPLQLVK

EDQNV¶�JURZLQJ�GHPDQG�IRU�KDUG�FXUUHQF\��E\�GLPLQLVKLQJ�WKHLU�OLTXLGLW\�LQ�QDWLRQDO�FXUUHQF\�

DQG�WKXV�VWDELOL]LQJ�0ROGRYDQ�OHX�DQG�VWRSSLQJ�WKH�GHFUHDVH�RI�RIILFLDO�IRUHLJQ�H[FKDQJH

UHVHUYHV��%XW�LW�GLG�QRW�KDSSHQ�WKDW�ZD\��$�QXPEHU�RI�EDQNV�LQGHHG�VWDUWHG�WR�DFFXPXODWH�WKH

UHTXLUHG�UHVHUYHV�DW�WKH�1%0��EXW�WLOO�WKH�HQG�RI�2FWREHU�QR�EDQN�PDQDJHG�WR�DFFRPSOLVK�WKLV

WDVN��WKH�GHDGOLQH�EHLQJ�VHW�IRU�1RYHPEHU����������
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6WDUWLQJ�1RYHPEHU���������WKH�1%0�GHFLGHG�WR�WHPSRUDU\�ZLWKGUDZ�IURP�VHOOLQJ�KDUG

FXUUHQF\�DW�WKH�,QWHUEDQN�&XUUHQF\�([FKDQJH��DOVR�UHGXFLQJ�WKH�UHVHUYH�UHTXLUHPHQW�WR�����

WKRXJK�SURYLGHG�WKDW�����RI�EDQNV¶�WRWDO�DVVHWV�PXVW�EH�LQ�WKH�IRUP�RI�VWDWH�VHFXULWLHV��

,W�ZDV�D�ORQJ�ZD\�WR�WKLV�ZLVH�GHFLVLRQ��ZKLFK�VKRXOG�KDYH�EHHQ�GRQH�DOUHDG\

VRPHZKHUH�LQ�WKH�ILUVW�TXDUWHU�RI�������1RZ��WKH�RIILFLDO�H[FKDQJH�UDWH�LV�EHLQJ�VHW�DV�D

ZHLJKWHG�DYHUDJH�RI�UDWHV�RI�WKH�EDQNV¶�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��7KXV��EDQNV�DUH�SXW�LQ

WKH�SRVLWLRQ�WR�ILQG�DOO�E\�WKHPVHOYHV�WKH�HTXLOLEULXP�SRLQW�RI�WKH�VXSSO\�DQG�GHPDQG�IRU�KDUG

FXUUHQF\�LQ�WKH�PDUNHW��$QG�LW�VHHPV�WKDW�WKH\�PDQDJH�WR�GR�WKH�MRE��%DQNV�HYHQ�DJUHHG

EHWZHHQ�WKHPVHOYHV�WR�FDQFHO�WKH�UHVXOWV�RI�%RXUVH�WUDQVDFWLRQV�LI�WKH�H[FKDQJH�UDWH�RI�OHX

IDOOV�EH\RQG�����

2I�FRXUVH��FHQWUDO�EDQN¶V�GHFLVLRQ�WR�VWRS�WKH�LQWHUYHQWLRQV�JHQHUDWHG�D�FRQVLGHUDEOH

LQLWLDO�LQFUHDVH�LQ�WKH�SULFH�RI�GROODU�EHFDXVH�RI�WKH�VKRUWDJH�RI�GROODUV�ZKLFK�DUH�QRW�FRPLQJ

IURP�WKH�1%0�UHVHUYHV�DQ\PRUH��$QG�WKH�RQH�WUDQVDFWLRQ�WKDW�WRRN�SODFH�RQ�1RYHPEHU��

ZDV�D�SURRI�WR�WKLV��WKRXJK�D�SDOH�RQH��VLQFH�WKH�YROXPH�RI�WUDQVDFWLRQ�ZDV�YHU\�LQVLJQLILFDQW�

DQG�WKH�VXUSULVLQJO\�KLJK�SULFH�RI����OHL�SHU��86'�SXW�WKH�1%0�HQ�JXDUGH��&RQVHTXHQWO\�

WKH�UHVXOWV�RI�WKH�%RXUVH�WUDGLQJ�ZKHUH�FDQFHOHG��DQG�WKH�RIILFLDO�UDWH�UHPDLQHG�DW�WKH

SUHYLRXV�OHYHO�RI������OHL��86'��+RZHYHU��LW�ZDV�FOHDU�WKDW�WKH�UDWH�PD\�ZHOO�EH�DW�DURXQG���

��OHL�SHU��86'�DW�WKH�LQLWLDO�VWDJH��DQG�ODWHU�PXFK�ZLOO�GHSHQG�RQ�WKH�LQIORZV�RI�KDUG�FXUUHQF\

LQWR�WKH�FRXQWU\��HLWKHU�LQ�WKH�IRUP�RI�IRUHLJQ�LQYHVWPHQW��RU�UHSDWULDWLRQ�RI�FXUUHQF\�DV�D

UHVXOW�RI�H[SRUW�RSHUDWLRQV�

7KLV�KLJKHU�QRPLQDO�GHSUHFLDWLRQ�RI�0ROGRYDQ�OHX��DORQJ�ZLWK�YHU\�ORZ�OHYHO�RI

LQIODWLRQ�UDWH�OHG�WR�D�GHSUHFLDWLRQ�LQ�UHDO�WHUPV��ZKLFK�KDSSHQHG�IRU�WKH�ILUVW�WLPH�VLQFH�WKH

LQWURGXFWLRQ�RI�WKH�QDWLRQDO�FXUUHQF\��7KH�UHDO�H[FKDQJH�UDWH�LQGH[�LQGLFDWHG�LQ�2FWREHU

�����D�UHDO�GHSUHFLDWLRQ�RI�0ROGRYDQ�OHX�DJDLQVW�86�GROODU�E\�DERXW������FRPSDULQJ�WR�WKH

OHYHO�RI�'HFHPEHU�������FDOFXODWHG�RQ�PRQWKO\�EDVLV���7KLV�LV�EHOLHYHG�WR�EH�D�JRRG

HYROXWLRQ�RI�WKH�H[FKDQJH�UDWH��ZKLFK�H[SRUWHUV�QRZ�VKRXOG�QRW�EH�FRPSO\LQJ�DERXW��:LOO

WKH\�EH�DEOH�WR�WDNH�DGYDQWDJH�RI�WKLV�UHPDLQV�WR�EH�VHHQ�

7KH�LQIOXHQFH�RI�SUHVHQW�OHX�GHSUHFLDWLRQ�RQ�WKH�SULFHV�UHPDLQV�WR�EH�FDOFXODWHG��EXW�LW

LV�FOHDU�WKDW�WKH�PDMRU�LPSDFW�LW�ZLOO�KDYH�RQ�LPSRUWHG�JRRGV��ZKLOH�WKH�SULFHV�RI�GRPHVWLF

SURGXFWV�PRVW�OLNHO\�ZLOO�QRW�UDLVH�PRUH�WKDQ������GHSHQGLQJ�RQ�WKH�LPSRUW�FRPSRQHQW�LQ

WKHLU�SURGXFWLRQ���%HVLGHV��VLQFH�WKH�PDMRULW\�RI�KRXVHKROGV�KDYH�LQFRPHV�LQ�OHL��ZKLFK�ZLOO

QRW�FKDQJH�PXFK��LW�LV�EHOLHYHG�WKDW�WKLV�ZLOO�NHHS�WKH�GRPHVWLF�LQIODWLRQ�LQ�FKHFN�

$Q�LQWHUHVWLQJ�DVSHFW�UHODWHV�WR�WKH�GRPHVWLF�LQWHUHVW�UDWHV��,Q�RUGHU�WR�PDLQWDLQ�WKH

SUHVHQW�GHSRVLWV�DQG�HYHQ�WR�DWWUDFW�RWKHUV�WKH�EDQNV�ZLOO�KDYH�QRZ�WR�LQFUHDVH�VXEVWDQWLDOO\

WKH�LQWHUHVW�UDWHV�RQ�OHL�GHSRVLWV��ZKLFK�VKRXOG�EH�FRUUHODWHG�ZLWK�WKH�GHSUHFLDWLRQ�RI�OHX�

1HYHUWKHOHVV�WKH�GROODUL]DWLRQ�RI�WKH�EDQNV¶�IXQGV�ZLOO�FRQWLQXH��DW�OHDVW�WLOO�D�PHUH

VWDELOL]DWLRQ�RI�WKH�H[FKDQJH�UDWH�

$Q�DODUPLQJ�WUHQG�UHSUHVHQW�PDVVLYH�VDOHV�RI�KDUG�FXUUHQF\�RI�WKH�1%0�DW�WKH

0ROGRYDQ�,QWHUEDQN�)RUHLJQ�&XUUHQF\�([FKDQJH�LQ�������,Q�SUHYLRXV�\HDUV�1%0¶V

WUDQVDFWLRQV�DW�WKH�%RXUVH�KDG�D�VHDVRQDOLW\�HYROXWLRQ��ZKLOH�GXULQJ�WKH�SHULRG�-DQXDU\�

2FWREHU������1%0�MXVW�VROG�FRQVLGHUDEOH�DPRXQWV�RI�KDUG�FXUUHQF\�±�DOPRVW�����P�

6WXEERUQ�GHFLVLRQ�RI�WKH�%DQN¶V�PDQDJHPHQW�WR�GHIHQG�WKH�OHX�DW�DOO�FRVWV��ZKLFK

DFWXDOO\�KDYH�EHHQ�TXLWH�KLJK��UHVXOWHG�LQ�WKH�HQG�LQ�GUDLQLQJ�RI�DOO�RZQ�IRUHLJQ

H[FKDQJH�UHVHUYHV�RI�WKH�1%0��WKXV�DW�WKH�HQG�RI�2FWREHU�LWV�QHW�UHVHUYHV�WXUQHG�LQWR�D

QHJDWLYH�YDOXH��ZKLOH�WKH�JURVV�UHVHUYHV�GURSSHG�WR�OHVV�WKDQ�����P�IURP�����P�DW�WKH

EHJLQQLQJ�RI�WKH�\HDU�
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$QRWKHU�FULWLFDO�DVSHFW�ZLWKLQ�WKH�FRQWH[W�RI�WKH�RIILFLDO�IRUHLJQ�H[FKDQJH�UHVHUYHV

UHGXFWLRQ�LV�OLQNHG�ZLWK�WKH�QHHG�WR�VHUYLFH�H[WHUQDO�GHEW��ZKLFK�LPSOLHV�WUDQVIHU�RI�ELJ

DPRXQWV�LQ�KDUG�FXUUHQF\�IRU�WKH�UHSD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW��,Q������0ROGRYD�KDV

WR�UHSD\�PRUH�WKDQ�����P�IRU�IRUHLJQ�GHEW�VHUYLFLQJ��LQFOXGLQJ�DOPRVW����P�SDLG�E\�WKH

1%0�WR�,0)���$QG�DOO�WKLV�LV�KDSSHQLQJ�XQGHU�DQ�DJJUDYDWLQJ�IDFWRU�VXFK�DV�WKH�FRQVLGHUDEOH

FXUUHQW�DFFRXQW�GHILFLW�RI�WKH�EDODQFH�RI�SD\PHQWV�

6LQFH�WKH�FRXQWU\�GLG�QRW�UHFHLYH�DQ\�ORDQV�IURP�,0)�DQG�:RUOG�%DQN�IRU�DOPRVW�DQ

\HDU��WKH�1%0�KDG�WR�ILQDQFH�RXW�RI�LWV�UHVHUYHV�WKH�UHSD\PHQW�RI�SULQFLSDO�DQG�LQWHUHVW�IRU

WKH�ORDQV�UHFHLYHG�IURP�LQWHUQDWLRQDO�ILQDQFH�LQVWLWXWLRQV��IRUHLJQ�EDQNV�DQG�RWKHUV�

0RUHRYHU��WKHUH�DUH����P�ZDLWLQJ�WR�EH�IXOO\�UHGHHPHG�LQ������±�WKH�ILUVW�0ROGRYD¶V�SULYDWH

SODFHPHQW�WKURXJK�0HUULOO�/\QFK��L�H��WKH�(XURERQG��ZKLFK�ZDV�LVVXHG�LQ������IRU�WZR�\HDUV

ZLWK�D�SRVVLELOLW\�WR�EH�SURORQJHG�WLOO�������2I�FRXUVH��DIWHU�WKH�5XVVLDQ�³OHVVRQ´�QR�RQH�LV

ZLOOLQJ�WR�SURORQJ�WKHVH�VHFXULWLHV�DQ\PRUH��7KXV��0ROGRYD�PXVW�KDYH�WRXJK�QHJRWLDWLRQV

UHJDUGLQJ�D�SRVVLEOH�UHVWUXFWXULQJ�RI�WKH�(XURERQG�GHEW�

7KH�ODVW�,0)�PLVVLRQ�WKDW�YLVLWHG�0ROGRYD�LQ�1RYHPEHU�UHDFKHG�D�SURYLVLRQDO

DJUHHPHQW�ZLWK�WKH�*RYHUQPHQW�DQG�1%0�RQ�D�QHZ�SURJUDP�RI�HFRQRPLF�SROLFLHV��ZKLFK�LI

DSSURYHG�E\�WKH�,0)�([HFXWLYH�%RDUG�DQG�VXFFHVVIXOO\�LPSOHPHQWHG�E\�0ROGRYD��ZLOO�OHDG

WR�WKH�GLVEXUVHPHQW�RI�WKH�QH[W����P�WUDQFKH�RI�WKH�())��WKXV�UH�RSHQLQJ�ILQDQFLQJ�IURP�WKH

:RUOG�%DQN�DQG�RWKHU�GRQRUV�DQG�FUHGLWRUV��LQFOXGLQJ�GHEW�UHVFKHGXOLQJ�

,Q������LQIODWLRQ�UDWH�VKRZHG�D�VLJQLILFDQW�VKULQN�FRPSDULQJ�WR�SUHYLRXV�\HDUV��,Q

0DUFK��-XQH��-XO\��$XJXVW�GHIODWLRQ�ZDV�REVHUYHG��WKXV�EULQJLQJ�WKH�FXPXODWLYH�OHYHO�RI

LQIODWLRQ�IRU�WKH�SHULRG�-DQXDU\�2FWREHU������WR�RQO\��������+RZHYHU��WDNLQJ�LQWR

DFFRXQW�WKH�UHFHQW�SULFH�LQFUHDVHV��LW�EHFRPHV�FOHDU�WKDW�WKH�SURMHFWHG�ILJXUH�RI�DQQXDO

LQIODWLRQ�RI��������1%0�WDUJHW��ZLOO�QRW�EH�DFKLHYHG��DQG�LQIODWLRQ�UDWH�ZRXOG�SUREDEO\

EH�VRPHZKHUH�DW�����

5HIHUULQJ�WR�WKH�GHIODWLRQ�SKHQRPHQRQ�REVHUYHG�LQ�VXPPHU������LW�VKRXOG�EH�PHQWLRQHG

WKDW�LW�KDV�PDLQO\�D�SXUH�PRQHWDU\�QDWXUH��WKH�FDVK�LQ�FLUFXODWLRQ�KDV�VKUXQN�FRQVLGHUDEO\�GXULQJ

�����±�E\�DERXW�ó��7KLV�KDSSHQHG�GXH�WR�PDVVLYH�ZLWKGUDZDO�RI�OHL�IURP�WKH�FLUFXODWLRQ�UHVXOWHG

IURP�VDOHV�RI�KDUG�FXUUHQF\�GRQH�E\�WKH�1%0�DW�WKH�%RXUVH�RXW�RI�LWV�IRUHLJQ�H[FKDQJH�UHVHUYHV�

7KH�HYROXWLRQ�RI�EURDG�PRQH\�GLG�QRW�IROORZ�H[DFWO\�WKH�VDPH�SDWK�DV�FDVK�LQ

FLUFXODWLRQ�GLG��GXH�WR�WKH�IOXFWXDWLRQV�LQ�WKH�GHSRVLWV�EDVH��ERWK�LQ�ORFDO�FXUUHQF\�DQG�LQ�86

GROODUV��7KH�FRQILGHQFH�RI�HFRQRPLF�DJHQWV�DQG�WKH�SRSXODWLRQ�LQ�EDQNV�UHPDLQHG�KLJK

GXULQJ�ILUVW�KDOI�RI�WKH�\HDU��WKRXJK�LW�ZDV�TXLWH�DIIHFWHG�E\�5XVVLDQ�FULVLV�LQ�DXWXPQ��:KLOH

GXULQJ�WKH�ILUVW�KDOI�RI�WKH�\HDU�SHRSOH�SUHIHUUHG�KLJK�\LHOGV�HQVXUHG�E\�OHL�GHSRVLWV�ZLWK�WKH

EDQNV��LQ�DXWXPQ�WKH\�VWDUWHG�ODUJHO\�FRQYHUWLQJ�WKHP�LQ�KDUG�FXUUHQF\�GHSRVLWV�

$V�RI�HQG�6HSWHPEHU������EURDG�PRQH\�KDV�GLPLQLVKHG�E\��������L�H��E\����P�OHL�

FRPSDULQJ�WR�WKH�HQG�������DQG�UHDFKHG�����P�OHL��7KLV�GHFUHDVH�LV�ODUJHO\�GXH�LQ

6HSWHPEHU�ZKHQ�LW�GLPLQLVKHG�E\����P�OHL��7KH�UHGXFWLRQ�RI�WKH�EURDG�PRQH\�ZDV

FRQGLWLRQHG�E\�WKH�GHFUHDVH�RI�EDVH�PRQH\�±�FDVK�LQ�FLUFXODWLRQ�UHGXFHG�E\�����DQG�EDQNV¶

UHVHUYHV���E\������'HSRVLWV�LQ�OHL�IHOO�E\�����DW�HQG�6HSWHPEHU��FRPSDULQJ�WR�HQG������

ZKLOH�IRUHLJQ�H[FKDQJH�GHSRVLWV�JUHZ��LQ�OHL�HTXLYDOHQW��E\��������&RQWLQXRXV�GROODUL]DWLRQ

RI�WKH�EDQNV¶�GHSRVLWV�KDG�WDNHQ�SODFH�

*RYHUQPHQW¶V�LQWHUQDO��DQG�H[WHUQDO��GHEW�ZDV�DFFXPXODWLQJ�IXUWKHU��0LQLVWU\�RI

)LQDQFH��XVLQJ�DOVR�1%0¶V�VKRUW�WHUP�ORDQV��FRQWLQXHG�WR�UHGHHP�SUHYLRXVO\�LVVXHG�VWDWH

VHFXULWLHV��6WDUWLQJ�ZLWK�-XQH������WKH�VKDUH�RI�WUDGHG�VHFXULWLHV�LQ�WKH�WRWDO�RIIHU�KDV

GHFUHDVHG�GUDPDWLFDOO\�±�IURP�����LQ�0D\��WR�����LQ�-XQH��IXUWKHU�GURSSLQJ�WR�WKH�OHYHO�RI
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DERXW�����LQ�2FWREHU��RXW�RI�WKHVH�VHFXULWLHV�VROG�LQ�2FWREHU��DOPRVW�����ZHUH���GD\�DQG

���GD\�VHFXULWLHV��ZKLFK�ZHUH�ODXQFKHG�LQWR�FLUFXODWLRQ�RQ�6HSWHPEHU����������

&RQVHTXHQWO\��WKH�0LQLVWU\�RI�)LQDQFH�IDFHG�WKH�SUREOHP�RI�VKRUWDJH�RI�IXQGV

QHHGHG�IRU�UHGHHPLQJ�DOUHDG\�LVVXHG�VHFXULWLHV��DQG�DQ\�DWWHPSW�WR�VHOO�PRUH�ELOOV�ZRXOG

KDYH�OHG�LPPHGLDWHO\�WR�D�FULWLFDO�LQFUHDVH�LQ�LQWHUHVW�UDWHV��ZKLFK�DOUHDG\�UHDFKHG�DOPRVW

����ULJKW�DIWHU�WKH�5XVVLDQ�FULVLV�EHJDQ��OXFNLO\��D�GDQJHURXV�LQFUHDVH�LQ�LQWHUHVW�UDWHV�ZDV

DYRLGHG��

$QG�WKH�VLWXDWLRQ�ZDV�H[SHFWHG�WR�EH�VXFK��EHFDXVH�RI�KHDY\�ERUURZLQJ�IURP�WKH

LQWHUQDO�PDUNHW�GRQH�HDUOLHU�E\�WKH�0LQLVWU\�RI�)LQDQFH�IRU�FRYHULQJ�EXGJHW�GHILFLW��,W�EHFDPH

FOHDU�WKDW�LQFUHDVLQJ�WKH�DPRXQWV�RI�W�ELOOV�VROG�RQ�WKH�SULPDU\�PDUNHW�FDQQRW�ODVW�IRUHYHU��DQG

WKH�ILUVW�WKLQJ�WR�EORZ�FRXOG�EH�WKH�LQWHUHVW�UDWH��:KDW�KDSSHQHG�LQ�5XVVLD�ZDV�IURP�WKLV

SURVSHFWLYH�D�JRRG�OHVVRQ�IRU�WKH�0ROGRYDQ�*RYHUQPHQW��VKRZLQJ�WKDW�WKHUH�LV�RQO\�RQH�ZD\

WR�DYRLG�WKH�FULVLV�±�VHOOLQJ�VWDWH�VHFXULWLHV�RQO\�LQ�WKH�DPRXQWV�QHHGHG�IRU�VHUYLFLQJ�WKH�RQHV

LVVXHG�EHIRUH��ILQGLQJ�ZD\V�WR�UHGXFH�WKH�EXGJHW�GHILFLW�E\�FXWWLQJ�WKH�VSHQGLQJ��VLQFH�ILQGLQJ

VRXUFHV�IRU�LWV�ILQDQFLQJ�KDV�EHFRPH�LPSRVVLEOH�

'XULQJ�WKH�ILUVW�KDOI�RI������QLQH�UHILQDQFLQJ�DXFWLRQV�ZHUH�KHOG�DW�ZKLFK�ZHUH�VROG

���P�OHL�RI�FUHGLW�UHVRXUFHV��FRPSDULQJ�WR�WKH����P�OHL�DXFWLRQHG�DW�WKH�VDPH�SHULRG�RI�ODVW

\HDU��7KH�1%0¶V�DQQXDO�UHILQDQFLQJ�UDWH�KDV�GHFOLQHG�VORZO\�WR�����LQ�0D\�������KRZHYHU

DW�WKH�DXFWLRQ�KHOG�RQ�-XQH����������LW�MXPSHG�WR��������7KLV�ZDV�D�QRUPDO�UHVSRQVH�XQGHU

WKH�FLUFXPVWDQFH�RI�FRQWLQXRXV�LQFUHDVHV�RI�LQWHUHVW�UDWHV�RQ�7�%LOOV�

,W�VKRXOG�EH�PHQWLRQHG��WKDW�WKLV�ZDV�WKH�ODVW�UHILQDQFLQJ�DXFWLRQ��EHFDXVH�DIWHUZDUGV

WKHVH�DXFWLRQV�ZHUH�WRWDOO\�UHSODFHG�E\�WKH�/RPEDUG�IDFLOLW\�DQG�RSHQ�PDUNHW�RSHUDWLRQV��

5HSR�DJUHHPHQWV��&RQVHTXHQWO\��ODUJH�GLVFUHSDQF\�EHWZHHQ�WKH�UHILQDQFLQJ�UDWH�DQG�7�%LOOV

LQWHUHVW�UDWHV�ZDV�FOHDUHG��7KLV�GLVFUHSDQF\�HDUOLHU�DOORZHG�EDQNV�WR�EX\�FKHDS�FUHGLW

UHVRXUFHV�DW�FUHGLW�DXFWLRQV�DQG�WKHQ�XVH�WKHP�IRU�EX\LQJ�7�%LOOV��L�H��ILQDQFLQJ�VWDWH�EXGJHW

GHILFLW���WKXV�JHWWLQJ�HDV\�DQG�ULVN�IUHH�SURILWV�

'XULQJ�-XQH�6HSWHPEHU������EDQNV�UHFHLYHG�FUHGLWV�ZRUWK����P�OHL��5HSRV�±�����P

OHL��DQG�/RPEDUG�IDFLOLWLHV�±������P�OHL���%DQNV¶�RYHUDOO�FUHGLWV�WR�WKH�HFRQRP\�WRSSHG�DW

����P�OHL��7KH�ORZHVW�YROXPH�RI�ORDQV�ZDV�JUDQWHG�LQ�WKH�PRQWK�RI�6HSWHPEHU���������P

OHL���7KLV�KDSSHQHG�EHFDXVH�RI�WKH�UHGXFWLRQ�RI�WHPSRUDU\�DYDLODEOH�IXQGV�RI�FRPPHUFLDO

EDQNV��ZKLFK�HQJDJHG�LQ�EX\LQJ�KDUG�FXUUHQF\�LQ�WKH�PDUNHW��DV�ZHOO�DV�UHOXFWDQFH�RI

HFRQRPLF�DJHQWV�WR�WDNH�ORDQV�

2YHUDOO��DVVHVVLQJ�WKH�ILQDQFLDO�VLWXDWLRQ�LQ�0ROGRYD��HVSHFLDOO\�LQ�WKH�FRQWH[W�RI�WKH

FULVLV�LQ�5XVVLD��LW�LV�FOHDU�WKDW�WKH�LQWHUQDO�VWDELOLW\�RQ�WKH�ILQDQFLDO�PDUNHW�ZDV�PDLQWDLQHG�WLOO

1RYHPEHU������RQ�WKH�DFFRXQW�RI�1%0¶V�KDUG�FXUUHQF\�UHVHUYHV��ZKLFK�VXSSRUWHG�WKH�OHX

DQG�HOXGHG�D�GHIDXOW�RI�WKH�FRXQWU\�LQ�WHUPV�RI�IRUHLJQ�GHEW�VHUYLFLQJ��$PRQJ�RWKHU�IDFWRUV

ZKLFK�KHOSHG�WR�DYRLG�D�PDMRU�FULVLV�DIWHU�$XJXVW������ZHUH��D�PRUH�RU�OHVV�VWDEOH�EDQNLQJ

V\VWHP��UHODWLYHO\�ORZ�OHYHO�RI�FRXQWU\¶V�SULYDWH�FRPPHUFLDO�GHEW��DQG�UHODWLYHO\�OLPLWHG

SDUWLFLSDWLRQ�RI�IRUHLJQ�LQYHVWRUV�LQ�EX\LQJ�VWDWH�VHFXULWLHV��6WLOO��RQ�WKH�RWKHU�KDQG��WKHUH

ZHUH�D�QXPEHU�RI�SHUVLVWLQJ�FULWLFDO�SUREOHPV��VXFK�DV��KXJH�EXGJHW�GHILFLW��ODUJH�FXUUHQW

DFFRXQW�GHILFLW��KLJK�OHYHO�RI�IRUHLJQ�GHEW��ODFN�RI�H[WHUQDO�ILQDQFLQJ�DQG�RWKHUV��7KXV��LQ

RUGHU�WR�PDNH�WKH�PDFURHFRQRPLF�VWDELOLW\�ODVWLQJ�LW�LV�REYLRXV�WKDW�WKH�*RYHUQPHQW�PXVW

RSWLPL]H�VSHQGLQJ��UHGXFH�WKH�LPSRUWV��DQG�IRVWHU�WKH�H[SRUWV��E\�IXOO\�LPSOHPHQWLQJ�ORQJ�

DZDLWHG�UHIRUPV�LQ�WKH�UHDO�VHFWRU�RI�WKH�HFRQRP\��EDFNHG�E\�WKH�LQWHUQDWLRQDO�ILQDQFLDO

LQVWLWXWLRQV�
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