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7KH�IRFXV�RI�WKLV�VWXG\�ZDV�WR�HVWDEOLVK�NH\�IDFWRUV�UHVSRQVLEOH�IRU�WKH�SHUIRUPDQFH�RI�
QRQ�$IULFDQ� IRUHLJQ� &RPPHUFLDO� EDQNV� LQ�8JDQGD�� LQ� WKH� OLJKW� RI� *OREDO�$GYDQWDJH�
7KHRU\��7KH�DQDO\VLV�ZDV�VXSSOHPHQWHG�E\�VWUXFWXUH°FRQGXFW�SHUIRUPDQFH��6&3��DQG�
HI¾�FLHQF\�K\SRWKHVL]HV��(6���7KH�VWXG\�DQDO\]HG�WKH�SHUIRUPDQFH�RI�OLFHQVHG�QRQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�RQ�DYHUDJH��RYHU�WKH�SHULRG������������XVLQJ�/LQHDU�PXOWLSOH�
UHJUHVVLRQ� DQDO\VLV�� 7KH� VWXG\� ¾�QGLQJV� VKRZHG� WKDW�� PDQDJHPHQW� HI¾�FLHQF\�� FDSLWDO�
DGHTXDF\� DQG� UHSXWDWLRQ�JRRGZLOO� DUH� NH\� IDFWRUV� DIIHFWLQJ� WKH� SHUIRUPDQFH� RI� QRQ�
$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��2Q�WKH�FRQWUDU\��FUHGLW�ULVN�KDV�D�QHJDWLYH�
LPSDFW� RQ� SHUIRUPDQFH� RI� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ� 8JDQGD�� 2Q� D�
SRVLWLYH�QRWH��GLYHUVL¾�FDWLRQ��LQYHVWPHQW�LQ�VHFXULWLHV�DQG�FRUUHFW�SUHGLFWLRQ�RI�LQ¿�DWLRQ�
DUH�IDFWRUV�WKDW�GULYH�WKH�HQKDQFHG�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�
LQ�8JDQGD�� 7KH� HPHUJLQJ� SROLF\� LPSOLFDWLRQ� LV� WKDW� FRPPHUFLDO� EDQNVµ�PDQDJHPHQWV�
VKRXOG� IRFXV� RQ� LPSURYLQJ�� PDQDJHPHQW� HI¾�FLHQF\�� EDQN� UHSXWDWLRQ�JRRGZLOO�� FUHGLW�
ULVN�PDQDJHPHQW��FDSLWDO�DGHTXDF\�OHYHOV��GLYHUVL¾�FDWLRQ�DQG�LQYHVWPHQW��,Q�DGGLWLRQ��
PRQHWDU\�SROLF\�UHJXODWLRQV�DQG�LQVWUXPHQWV�VKRXOG�QRW�HQIRUFH�KLJK�OLTXLGLW\�DQG�FDSLWDO�
DGHTXDF\�OHYHOV��7KHUH�LV�DOVR�QHHG�IRU�UHJXODWLRQV�RQ�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV�WR�
KDUPRQL]H�WKH�LPSDFW�RI�GLYHUVL¾�FDWLRQ�RQ�DOO�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH�DQG�DYRLG�
WKH�H[SORLWDWLRQ�RI�FRPPHUFLDO�EDQNVµ�FXVWRPHUV��

.H\�ZRUGV��%DQN�SHUIRUPDQFH��1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV��,QWHUQDO�
DQG�([WHUQDO�IDFWRUVǣ

,QWURGXFWLRQ�DQG�%DFNJURXQG�

'XULQJ�WKH�SDVW�WZR�GHFDGHV�����������DQG������������WKH�8JDQGD�FRPPHUFLDO�EDQN�LQGXVWU\�
XQGHUZHQW�VLJQL¾�FDQW�UHVWUXFWXULQJ�LQFOXGLQJ��DPRQJ�RWKHU�FKDQJHV��OLEHUDOL]DWLRQ��1VDPEX�
.LMMDPEX���������7KH� UHVXOWDQW�HIIHFW�ZDV� WKH� LQFUHDVH�RI� IRUHLJQ�FRPPHUFLDO�EDQNV� WR� WKH�
WXQH�RI����SHUFHQW�RI�OLFHQVHG�FRPPHUFLDO�EDQNV��KRZHYHU��WKH�QXPEHU�RI�QRQ�$IULFDQ�IRUHLJQ�
FRPPHUFLDO� EDQNV� UHPDLQHG� FRQVWDQW�� 1RQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ� 8JDQGD�
LQFOXGH��6WDQGDUG�&KDUWHUHG�%DQN��%DUFOD\V�EDQN��%DQN�RI�%DURGD��&LWLEDQN�DQG�ODWHU�MRLQHG�
E\�')&8�%DQN�LQ�������DQ�LQGLFDWLRQ�RI�VXVWDLQDELOLW\�FRPSDUHG�WR�VRPH�GRPHVWLF�DQG�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�WKDW�IDFH�FORVXUH��

$V�DW����'HFHPEHU�������8JDQGD�KDG� WZHQW\�WKUHH� OLFHQVHG�FRPPHUFLDO�EDQNV��%DQN�
RI�8JDQGD���������2XW�RI�WKHVH��IRXU�ZHUH�GRPHVWLF�����$IULFDQ�IRUHLJQ�DQG�¾�YH�QRQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV��7KH�REVHUYDWLRQ�VXJJHVWV�WKDW������SHU�FHQW�RI�IRUHLJQ�FRPPHUFLDO�
EDQNV� LQ� 8JDQGD� DUH� $IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV�� KRZHYHU�� QRQ�$IULFDQ� IRUHLJQ�
FRPPHUFLDO�EDQNV�KDG����SHU�FHQW�PDUNHW�VKDUH�FRPSDUHG�WR������SHU�FHQW�IRU�$IULFDQ�IRUHLJQ�
FRPPHUFLDO�EDQNV��7KLV�EHFDPH�D�VRXUFH�RI�FRQWHQWLRQ�ZKLFK�QHHGHG�WR�EH�LQYHVWLJDWHG��
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7KHUH� LV� D� SDUDPRXQW� GLIIHUHQFH� LQ� SHUIRUPDQFH� DPRQJ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ�
8JDQGD��7KH�DYHUDJH�5HWXUQ�RQ�(TXLW\��52(��LQGLFDWHV�WKDW�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�
KDG������SHU�FHQW��ZKHUHDV�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�KDG������SHU�FHQW��6LPLODUO\��
WKH�DYHUDJH�5HWXUQ�RQ�$VVHWV��52$��LQGLFDWHV�WKDW�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�KDG�����SHU�
FHQW�ZKLOH�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�KDG�����SHU�FHQW��7KLV�VXJJHVWV�WKDW�QRQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�SHUIRUP�EHWWHU�WKDQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV��7KH�
UHODWLYHO\�EHWWHU�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�FDOOV�IRU�LQYHVWLJDWLRQ��

6SHFL¾�FDOO\�� WKH� VWXG\� LQWHQGHG� WR� HVWDEOLVK� WKH� LPSDFW� RI� NH\� LQWHUQDO� IDFWRUV� RQ� WKH�
SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��VR�WKDW�RWKHU�FRPPHUFLDO�
EDQNV�FDQ�EH�DEOH� WR�DGRSW� WKHP� WR�HQKDQFH� WKHLU�SHUIRUPDQFH��7KLV�SDSHU� LV�RUJDQL]HG�DV�
IROORZV��6HFWLRQ�RQH�SURYLGHV�WKH�EDFNJURXQG�RI�WKH�VWXG\��SXWWLQJ�LW�LQ�D�GLVWLQFWLYH�SRVLWLRQ�LQ�
WKH�FRQWH[W�RI�DFWLYH�EDQN�EHKDYLRU�LQ�8JDQGD��,W�H[SODLQV�WKH�SUREOHP�XQGHU�VWXG\��REMHFWLYHV��
VFRSH��VLJQL¾�FDQFH�DQG�WKH�JXLGLQJ�K\SRWKHVLV��

7KH�UHVW�RI�WKH�SDSHU�LV�RUJDQL]HG�DV�IROORZV��6HFWLRQ�WZR�SUHVHQWV�HPSLULFDO�OLWHUDWXUH�
RQ�IDFWRUV�DIIHFWLQJ�WKH�SHUIRUPDQFH�RI�IRUHLJQ�FRPPHUFLDO�EDQNV��IROORZHG�E\�6HFWLRQ�WKUHH�
ZKLFK�GHVFULEHV� DQG�H[SODLQV� WKH�PHWKRGRORJLFDO� DSSURDFK�XVHG��6HFWLRQ� IRXU�SUHVHQWV� WKH�
¾�QGLQJV�DQG�GLVFXVVLRQ�RI�WKH�IDFWRUV�UHVSRQVLEOH�IRU�WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�
FRPPHUFLDO�EDQNV�LQ�8JDQGD��)LQDOO\��6HFWLRQ�¾�YH�SUHVHQWV�FRQFOXVLRQV�WRJHWKHU�ZLWK�HPHUJLQJ�
SROLF\�LVVXHV�DQG�VXJJHVWHG�IXWXUH�VWXGLHV�

7KH�*OREDO� DGYDQWDJH� WKHRU\� �%HUJHU�� HW� DO��� ������� DVVXPHV� WKDW� IRUHLJQ� EDQNV� KDYH�
FRPSDUDWLYH�DGYDQWDJH�RYHU�GRPHVWLF�RZQHG�EDQNV�OHDGLQJ�WR�EHWWHU�SHUIRUPDQFH��7KH�PDLQ�
DUJXPHQW�LV�WKDW�IRUHLJQ�EDQNV�XVH�PRUH�DGYDQFHG�WHFKQRORJ\�UHODWHG�WR�ULVN�SULFLQJ��VFUHHQLQJ�
DQG�PRQLWRULQJ��7KH�WKHRU\�DVVXPHV�WKDW�IRUHLJQ�EDQNV�KDYH�VWDWH�RI�WKH�DUW�SUDFWLFHV�WR�GHDO�
ZLWK�DGYHUVH�VHOHFWLRQ�DQG�PRUDO�KD]DUGV��$�PRUDO�KD]DUG�PD\�RFFXU�ZKHQ�D�ERUURZHU�GRHV�QRW�
DFW�LQ�WKH�LQWHUHVW�RI�WKH�OHQGHU�VXFK�DV�DGKHULQJ�WR�WHUPV�DQG�FRQGLWLRQV�RI�WKH�ORDQ�FRQWUDFW��
2WKHU�IDFWRUV�UHPDLQLQJ�FRQVWDQW��WKH�WKHRU\�H[SHFWV�IRUHLJQ�RZQHG�EDQNV�WR�LQFUHDVH�FUHGLW�
DYDLODELOLW\� DQG� EHWWHU� SHUIRUPDQFH� UHODWLYH� WR� GRPHVWLF� EDQNV�� KRZHYHU�� IXUWKHU� HPSLULFDO�
HYLGHQFH� LV� UHTXLUHG� WR� FRQ¿�UP� LWV� DSSOLFDELOLW\� WR�GHYHORSLQJ� FRXQWULHV� OLNH�8JDQGD��7KLV�
VWXG\��WKHUHIRUH��DLPHG�DW�¿�OOLQJ�WKLV�JDS�LQ�WKH�OLWHUDWXUH��E\�SURYLGLQJ�HPSLULFDO�HYLGHQFH�RQ�
WKH�IDFWRUV�DIIHFWLQJ�WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��

0LOOHU�DQG�3DUNKH��������IRXQG�RXW�WKDW�WKH�YDULDWLRQV�LQ�FRPPHUFLDO�EDQN�SHUIRUPDQFH�
ZDV�GXH�WR�WKH�IDFW�WKDW�IRUHLJQ�EDQNV�IDFH�FRPSHWLWLYH�GLVDGYDQWDJH�LQ�WKH�KRVW�FRXQWU\��GXH�
WR�LQIRUPDWLRQ�DV\PPHWULHV��FXOWXUDO�DQG�ODQJXDJH�GLIIHUHQFHV��'HPLUJLLF�.XQW�DQG�+XL]LQJD�
�������IRXQG�RXW�WKDW�IRUHLJQ�EDQNV�JHQHUDWHG�KLJKHU�LQWHUHVW�PDUJLQV�DQG�SUR¾�WV�LQ�GHYHORSLQJ�
FRXQWULHV� WKDQ� GRPHVWLF� EDQNV�� 7KH� YDULDWLRQ� LQ� FRPPHUFLDO� EDQN� SHUIRUPDQFH� ZDV� WKXV�
UHSRUWHG�WR�KDYH�EHHQ�GXH�WR�KLJK�WHFKQRORJ\�UH¿�HFWHG�LQ�IRUHLJQ�EDQNV��

0DMQRQL��6KDQNDU�DQG�9DUKDJL��������LQ�WKHLU�VWXG\�LQ�+XQJDU\�������������FRQFOXGHG�
WKDW� IRUHLJQ� EDQNV� SHUVLVWHQWO\� DFKLHYHG� KLJKHU� SUR¾�WV� WKDQ� GRPHVWLF� EDQNV�� 7KH\� IXUWKHU�
H[SODLQHG�WKDW�WKH�KLJK�SUR¾�WV�ZHUH�GXH�WR�WKH�GXUDWLRQ�RI�SUHVHQFH�RI�WKH�IRUHLJQ�EDQN�LQ�WKH�
KRVW�FRXQWU\�FRXSOHG��ZLWK�WKH�QDWXUH�RI�LQLWLDO�LQYHVWPHQW��
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%LNUDP��������FDUULHG�RXW�D�VWXG\�RQ�EDQN�RZQHUVKLS�DQG�SHUIRUPDQFH�DPRQJ�,QGLDQ�
FRPPHUFLDO�EDQNV�FDWHJRUL]HG�LQWR��SXEOLF�GRPHVWLF�EDQNV��ROG�SULYDWH�EDQNV��GRPHVWLF��DQG�
QHZ�SULYDWH�EDQNV��)RUHLJQ���7KH�UHVXOWV�LQGLFDWHG�WKDW�SXEOLF�EDQNV�FRQVLVWHQWO\�KDG�KLJKHU�
OHYHOV�RI�QHW�LQWHUHVW�PDUJLQV��PDLQO\�EHFDXVH�RI�DFFHVV�WR�ORZ�FRVW�IXQGV�DQG�KDYLQJ�EHHQ�LQ�
EXVLQHVV�IRU�D�ORQJHU�SHULRG�FRPSDUHG�WR�QHZ�DQG�SULYDWH�EDQNV��7KH�¾�QGLQJV�DOVR�LQGLFDWHG�
WKDW�WKH�KLJK�LQWHUHVW�PDUJLQ�ZDV�D�UHVXOW�RI�FKDUJLQJ�KLJK�UDWHV�RI�LQWHUHVW�RQ�ORDQV�JLYHQ�WR�
VPDOO�DQG�PHGLXP�HQWHUSULVHV��WDNLQJ�DGYDQWDJH�RI�WKHLU�ODUJH�QHWZRUN��UHODWLYH�WR�RWKHU�SULYDWH�
FRPPHUFLDO�EDQNV�WKDW�ZHUH�DW�WKH�GLVDGYDQWDJH�ZLWK�UHJDUG�WR�EUDQFK�RXWUHDFK��+RZHYHU��WKH�
QHZ�EDQNV�KDG�ORZHU�RSHUDWLQJ�FRVW�UDWLR�FRPSDUHG�WR�SXEOLF�EDQNV��ZKLFK�KDG�VLJQL¾�FDQWO\�
KLJKHU� FRVW� RSHUDWLQJ� UDWLR� GXH� WR� WKHLU�ZLGH� EUDQFK� QHWZRUNV��7KH� RXWFRPH� RI� WKLV� VWXG\�
LQGLFDWHG�WKDW�WKH�FDXVHV�RI�FRPPHUFLDO�EDQN�SHUIRUPDQFH�YDULDWLRQV�ZHUH�IURP�FKHDS�VRXUFHV�
RI� IXQGV��EUDQFK�QHWZRUNV�� DJH� DQG�GLIIHUHQFHV� LQ� LQWHUHVW� VSUHDG�� ,Q� DGGLWLRQ��QHZ�SULYDWH�
IRUHLJQ�EDQNV�SHUIRUPHG�EHWWHU�WKDQ�SXEOLF�DQG�ROG�EDQNV��SDUWO\�EHFDXVH�RI�WKHLU�VPDOOHU�DQG�
ZHOO�PDQDJHG�QHWZRUNV�� WRJHWKHU�ZLWK� DXWRPDWHG�DQG�PRGHUQL]HG� V\VWHPV�ZKLFK� LQFOXGHG�
GLYHUVL¾�FDWLRQ�WR�IHH�EDVHG�DFWLYLWLHV��

0LFFR��3DQL]]D�DQG�<DQH]��������IRXQG�RXW�WKDW�IRUHLJQ�EDQNV�RSHUDWLQJ�LQ�GHYHORSLQJ�
FRXQWULHV��VSHFL¾�FDOO\� ORFDWHG�LQ�(DVW�$VLD�DQG�(DVWHUQ�(XURSH��ZHUH�FKDUDFWHUL]HG�E\�KLJK�
OHYHOV�RI�SUR¾�WDELOLW\�DQG�ORZHU�FRVWV��7KH�UHVXOWV�ZHUH�FRQVLVWHQW�ZLWK�¾�QGLQJV�RI�'HPLUJLLF�
.XQW� DQG� +XL]LQJD� ������� DQG� %RQLQ� HW� DO��� �������� ZKLFK� LQGLFDWHG� WKDW� LQ� GHYHORSLQJ�
FRXQWULHV��IRUHLJQ�EDQNV�WHQG�WR�EH�PRUH�SUR¾�WDEOH�WKDQ�GRPHVWLF�EDQNV��

+DYU\OFK\N�DQG�(PLOLD��������LQYHVWLJDWHG�WKH�HI¾�FLHQF\�RI�WKH�3ROLVK�EDQNLQJ�LQGXVWU\�
DQG�IRXQG�RXW�WKDW�IRUHLJQ�EDQNV�ZHUH�PRUH�HI¾�FLHQW�WKDQ�GRPHVWLF�EDQNV�GXH�WR��ORDQ�SRUWIROLR�
TXDOLW\�� KLJKHU� SURGXFWLYLW\� RI� ODERU� DQG�PDUNHW� SRZHU��2Q� WKH� FRQWUDU\�� 6WXUP� DQG�%DUU\�
�������IRXQG�RXW�WKDW�LQFUHDVHG�GRPHVWLF�PDUNHW�LQFXPEHQF\�UHGXFHG�WKH�HI¾�FLHQF\�RI�IRUHLJQ�
EDQNV�LQ�WKH�KRVW�PDUNHWV�DQG�WKXV�WKH\�SHUIRUPHG�GLIIHUHQWO\�FRPSDUHG�WR�GRPHVWLF�EDQNV��
XQOHVV�IRUHLJQ�EDQNV�RYHUXVHG�LQSXWV�WR�SURGXFH�WKH�UHTXLUHG�RXWSXWV��

$�VWXG\�E\�)DG]ODQ�DQG�0XKG�=XONKLEUL� �������FRQGXFWHG�RQ� WKH�0DOD\VLDQ�EDQNLQJ�
VHFWRU� VKRZHG� WKDW� IRUHLJQ� EDQNV� H[KLELWHG� KLJKHU� WHFKQLFDO� HI¾�FLHQF\� �7(�� FRPSDUHG� WR�
GRPHVWLF�EDQNV��7KH�KLJKHU�WHFKQLFDO�HI¾�FLHQF\�RI�IRUHLJQ�EDQNV�ZDV�DWWULEXWHG�WR�SXUH�WHFKQLFDO�
HI¾�FLHQF\��LPSO\LQJ�WKDW�IRUHLJQ�EDQNV�ZHUH�PDQDJHULDOO\�PRUH�HI¾�FLHQW�LQ�FRQWUROOLQJ�WKHLU�
UHVRXUFHV� UHODWLYH� WR� WKHLU� FRXQWHUSDUWV�� +RZHYHU�� PXFK� DV� WKH� UHVXOWV� VXJJHVWHG� WKDW�� WKH�
GLIIHUHQFH�LQ�SHUIRUPDQFH�ZDV�UHODWHG�WR�EDQNVµ�WHFKQLFDO�HI¾�FLHQF\�DQG�PDQDJHPHQW��WKHUH�
LV� D� SRVVLELOLW\� WKDW� EDQN� SHUIRUPDQFH�PD\� EH� DVVRFLDWHG�ZLWK� WKH� QDWLRQDO� UHJXODWRU\� DQG�
HFRQRPLF� HQYLURQPHQW� LQ� WKHLU� UHVSHFWLYH� DUHDV� RI� RSHUDWLRQ��7KXV� IXUWKHU� LQYHVWLJDWLRQ� LV�
SDUDPRXQW�LQ�WKH�8JDQGDQ�SHUVSHFWLYH��

2Q� WKH� RWKHU� KDQG�� WKHUH� LV� D� SRVVLELOLW\� WKDW� IRUHLJQ� EDQNV� FKHUU\�SLFNHG� WKH� EHVW�
ERUURZHUV��HVSHFLDOO\�IURP�WKHLU�FRXQWULHV�RI�RULJLQ�WR�KDYH�JUHDWHU�ORDQ�LQWHQVLW\�DQG�OHVV�QRQ�
SHUIRUPLQJ�ORDQV��WKHUHE\�LPSURYLQJ�WKH�TXDOLW\�RI�WKHLU�SRUWIROLR�DQG�XOWLPDWHO\�LQFUHDVLQJ�
HI¾�FLHQF\��)DG]ODQ�DQG�0XKG�=XONKLEUL��������.L\RWD���������LQ�D�FRPSDUDWLYH�DQDO\VLV�RI�
FRVW�DQG�SUR¾�W�HI¾�FLHQF\�RI�GRPHVWLF�DQG�IRUHLJQ�RZQHG�EDQNV�LQ�6XE�6DKDUDQ�$IULFDQ�
FRXQWULHV�VXJJHVWHG�WKDW�IRUHLJQ�EDQNV�RXW�SHUIRUPHG�GRPHVWLF�EDQNV��DQG�UHYHDOHG�WKDW�
WKH�GLIIHUHQFH�LQ�SHUIRUPDQFH�ZDV�DVVRFLDWHG�ZLWK�WKH�H[WHQW�WR�ZKLFK�EDQN�PDQDJHPHQWV�
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SXW�WKHLU�IXQGV�WR�XQSURGXFWLYH�XVH��.L\RWD��������

&ODHVVHQV�DQG�+RUHQ��������IRXQG�RXW�WKDW�IRUHLJQ�EDQNV�WKDW�KDG�RSHUDWHG�IRU�PRUH�WKDQ�
HLJKW�\HDUV�LQ�D�FRXQWU\�KDG�WKH�EHVW�SHUIRUPDQFH��7KH�LPSOLFDWLRQ�ZDV�WKDW�WKH�PRUH�\HDUV�D�
IRUHLJQ�EDQN�KDG�EHHQ�DFWLYH�LQ�WKH�KRVW�FRXQWU\�LPSDFWHG�RQ�LWV�SHUIRUPDQFH��&ODHVVHQV�DQG�
+RUHQ��������IXUWKHU�LQGLFDWHG�WKDW�SHUIRUPDQFH�YDULDWLRQ�DPRQJ�FRPPHUFLDO�EDQNV�GHSHQGHG�
RQ�FRPSHWLWLRQ�LQ�WKH�KRVW�FRXQWU\��H[SODLQLQJ�WKDW�LI�WKHUH�ZDV�OLWWOH�FRPSHWLWLRQ�LQ�WKH�KRVW�
FRXQWU\��IRUHLJQ�EDQNV�RXW�SHUIRUPHG�GRPHVWLF�EDQNV�E\�JHQHUDWLQJ�VXSHU�QRUPDO�SUR¾�WV��

7KH�VWXG\�E\�6XELND��HW�DO����������LQ�WKH�0LGGOH�(DVW�DQG�1RUWK�$IULFD�UHJLRQ�KDG�HPSLULFDO�
HYLGHQFH�� WR�FRQ¾�UP� WKDW� IRUHLJQ�EDQNV�KDG�KLJKHU�52$V�DQG�52(V� WKDQ�GRPHVWLF�EDQNV��
,Q� DGGLWLRQ�� WKH� UHVXOWV� LQGLFDWHG� WKDW� IRUHLJQ� EDQNV� JHQHUDWHG� KLJKHU�1HW� ,QWHUHVW�0DUJLQV�
�1,06��WKDQ�GRPHVWLF�SULYDWH�EDQNV��7KH�H[SODQDWLRQ�JLYHQ�ZDV�WKDW�IRUHLJQ�EDQNV�KDG�ORZHU�
IXQGLQJ� FRVWV�� WKURXJK� OHYHUDJLQJ� LQWHUQDO� IXQGLQJ�PDUNHWV� DQG� WKH� SDUHQWVµ� EDODQFH� VKHHW�
WRJHWKHU�ZLWK�JRRG�UHSXWDWLRQ��6XELND��HW�DO����������IXUWKHU�LQGLFDWHG�WKDW�GRPHVWLF�EDQNV�ZHUH�
XQGHU�SHUIRUPLQJ�UHODWLYH�WR�IRUHLJQ�FRPPHUFLDO�EDQNV�EHFDXVH�WKH\�ZHUH�VWLOO�HPEHGGHG�LQ�
ORFDO�FUHGLW�PDUNHWV��ZKHUHDV�IRUHLJQ�EDQNV�ZHUH�PRUH�LQYROYHG�LQ�QLFKH�PDUNHWV��L�H��XSVFDOH�
FRQVXPHU�OHQGLQJ��QRQ�LQWHUHVW�LQFRPH�EXVLQHVV�OLQHV�VXFK�DV�FRPPLVVLRQV��DGYLVRU\�VHUYLFHV�
DQG�LQWHUQDWLRQDO�WUDGH���

,Q�RUGHU�WR�HVWDEOLVK�ZK\�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�SHUIRUPHG�EHWWHU�DQG�
ZKDW�IXQGDPHQWDO�NH\�LQWHUQDO�IDFWRUV�ZHUH�UHVSRQVLEOH�IRU�VXFK�EHWWHU�SHUIRUPDQFH��WKH�VWXG\�
ZDV�EDVHG�RQ�WKH�IROORZLQJ�NH\�K\SRWKHVHV��

+\SRWKHVHV��

+R��7KHUH�DUH�QR�VLJQL¾�FDQW�NH\�LQWHUQDO�IDFWRUV�UHVSRQVLEOH�IRU�SHUIRUPDQFH�RI�QRQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�

+���7KHUH�DUH�VRPH�VLJQL¾�FDQW�NH\�LQWHUQDO�IDFWRUV�UHVSRQVLEOH�IRU�SHUIRUPDQFH�RI�QRQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�

7KH� LQYHVWLJDWLRQ� WR� HVWDEOLVK� WKH� XQGHUO\LQJ�NH\� IDFWRUV� UHVSRQVLEOH� IRU�1RQ�$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH� LQ�8JDQGD� LV�SDUDPRXQW��JLYHQ� WKH� UHFHQW� UHIRUPV�
RI� WKH� FRPPHUFLDO� EDQNLQJ� VHFWRU��7KH� VWXG\� SURYLGHV� LQVLJKW� IRU� EDQN� RZQHUV� DQG� SROLF\�
PDNHUV��RQ�IDFWRUV�WKDW�GHWHUPLQH�EDQN�SHUIRUPDQFH�LQ�8JDQGD��WKDW�LV��HI¾�FLHQW�XWLOL]DWLRQ�RI�
UHVRXUFHV��IRU�VXVWDLQDEOH�FRPSHWLWLYHQHVV��

7KH�VWXG\�¾�QGLQJV�LQIRUP�WKH�UHJXODWRU\�DXWKRULWLHV� WKH�WHFKQLTXHV�XVHG�IRU�SHUVLVWHQW�
EHWWHU�SHUIRUPDQFH�RI�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��

0HWKRGRORJ\�

7KLV� VHFWLRQ� SUHVHQWV� GHVFULSWLYH� VWDWLVWLFV�� FRUUHODWLRQ� PDWUL[�� PRGHO� VSHFL¾�FDWLRQ� DQG�
HPSLULFDO�¾�QGLQJV�RQ�WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�

7KH� VWXG\� SRSXODWLRQ� LQFOXGHG� DOO� WKH� ¾�YH� OLFHQVHG� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO�
EDQNV�LQ�8JDQGD�DV�DW����'HFHPEHU�������%DQN�RI�8JDQGD���������
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7KH�VWXG\�IRFXVHG�RQ�WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV��SXUSRVHO\�
WR� HVWDEOLVK� WKH� NH\� XQGHUO\LQJ� LQWHUQDO� IDFWRUV� UHVSRQVLEOH� IRU� WKH� EDQNVµ� SHUIRUPDQFH� LQ�
8JDQGD��7KH�WLPH�VFRSH�IRU�WKH�VWXG\�ZDV������������D�SHULRG�GXULQJ�ZKLFK�WKH�FRPPHUFLDO�
EDQNLQJ�VHFWRU�LQ�8JDQGD�XQGHUZHQW�VLJQL¾�FDQW�UHVWUXFWXULQJ�LQFOXGLQJ�DPRQJ�RWKHU�FKDQJHV��
EDQNLQJ�VHFWRU�OLEHUDOL]DWLRQ��,Q�DGGLWLRQ��WKH�PDLQ�DLP�RI�FKRRVLQJ�WKLV�SDUWLFXODU�SHULRG�ZDV�
WR�XWLOL]H�WKH�PRVW�UHFHQW�¾�QDQFLDO�GDWD�IURP�FRPPHUFLDO�EDQNV�LQ�8JDQGD��

3UR¾�WDELOLW\� LV� XVHG� DV� D� SUR[\� IRU� EDQN� SHUIRUPDQFH�� FRQVLVWHQW�ZLWK� WKH� VWXGLHV� RI��
1VDPEX�.LMMDPEX���������.DXVKLN�DQG�/RSH]���������6WDLNRXUDV�DQG�:RRG���������'HJHU�
DQG�$GHP����������6DPLQD�DQG�$\XE���������%DQN�SHUIRUPDQFH�LV�PHDVXUHG�LQ�WHUPV�RI�UDWLRV�
FRQVLVWHQW�ZLWK�VWXGLHV�E\�6DJDU�DQG�5DMHVK����������VLQFH�UDWLRV�DUH�QRW�DIIHFWHG�E\�FKDQJHV�
LQ�SULFH�OHYHOV��

7KLV�VWXG\�XVHG�5HWXUQ�RQ�$VVHWV��52$��DQG�5HWXUQ�RQ�(TXLW\��52(��DV�WKH�GHSHQGHQW�
YDULDEOHV� LQ� OLQH� ZLWK� WKH� VWXGLHV� E\�� 2QJRUH� DQG� .XVD� �������� 7UXMLOOR�3RQFH� ��������
'DY\GHQNR� �������� 6HKULVK� HW� DO��� �������� 2ODGHOH� HW� DO��� �������� %HQQDFHXU� DQG� *RDLHG�
�������DQG�.RVPLGRX���������DPRQJ�RWKHUV��

)DFWRUV� WKDW� DIIHFW� FRPPHUFLDO� EDQNVµ� SHUIRUPDQFH� UHSUHVHQWHG� E\� SUR¾�WDELOLW\� DUH�
EURDGO\�FODVVL¾�HG�LQWR�WZR��LQWHUQDO�DQG�H[WHUQDO�IDFWRUV���6HKULVK��HW�DO����������,QWHUQDO�IDFWRUV�
DUH�PDLQO\�LQ¿�XHQFHG�E\�D�EDQNµV�PDQDJHPHQW�GHFLVLRQV�DQG�SROLF\�REMHFWLYHV��6WDLNRXUDV�	�
:RRG���������ZKHUHDV�H[WHUQDO�IDFWRUV�IRFXV�RQ�LQGXVWU\��UHODWHG�DQG�PDFURHFRQRPLF�YDULDEOHV�
UH¿�HFWHG�LQ�WKH�HFRQRPLF�DQG�OHJDO�HQYLURQPHQW�ZKHUH�EDQNV�RSHUDWH��$WKDQDVRJORX��HW�DO���
�������7KHVH�DUH�VXPPDUL]HG�LQ�7DEOH���

7DEOH� �� VKRZV� VXPPDULHV� RI� K\SRWKHVL]HG� H[SHFWDWLRQV� PD\� KDYH� DQ� LPSDFW� RQ� WKH�
SHUIRUPDQFH�GLIIHUHQFH�DPRQJ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��
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7DEOH����,QWHUQDO�DQG�([WHUQDO�LQGHSHQGHQW�YDULDEOHV�

,QWHUQDO�YDULDEOHV� 0HDVXUHPHQW� 1RWDWLRQ� ([SHFWHG�LPSDFW�
%DQN�OLTXLGLW\� 7RWDO�ORDQV�WR�7RWDO�$VVHWV� /$� ��
&DSLWDO�DGHTXDF\� (TXLW\�FDSLWDO�WR�7RWDO�$VVHWV� ($� ��
&UHGLW�5LVN�/RDQ�4XDOLW\� /RDQ�ORVV�SURYLVLRQV�WR�7RWDO�/RDQV� //37/� ��
%DQN�VL]H� 1DWXUDO�ORJDULWKP�RI�7RWDO�$VVHWV� /2*7$� ����
0DUNHW�SUR¾�W�RSSRUWXQLW\� 'HSRVLWV�WR�WRWDO�$VVHWV� '(37$� ��
&RVW�HI¾�FLHQF\� ,QWHUHVW�H[SHQVHV�WR�(TXLW\� ,17(;(4� ��
1RQ�LQWHUHVW�LQFRPH� 0HDVXUH�RI�GLYHUVL¾�FDWLRQ� ,19(677$� ��
,QWHUHVW�LQFRPH� 1HW�LQWHUHVW�PDUJLQ�WR�7RWDO�$VVHWV� 1,07$� ��
&RVW�LQHI¾�FLHQF\� ,QWHUHVW�H[SHQVHV�WR�7RWDO�$VVHWV� ,(7$� ��
%DQN�'LYHUVL¾�FDWLRQ� 1RQ�LQWHUHVW�LQFRPH�WR�7RWDO�LQFRPH� 1,,7,� ��
)LQDQFLDO�OHYHUDJH� 'HEW�FDSLWDO�WR�HTXLW\�FDSLWDO� )/� ����
0DQDJHPHQW�LQHI¾�FLHQF\� 2SHUDWLQJ�FRVWV�WR�7RWDO�$VVHWV� 23(;7$� ��
0DQDJHPHQW�LQHI¾�FLHQF\� 2SHUDWLQJ�FRVWV�WR�7RWDO�,QFRPH� 23(;7,� ��
5HSXWDWLRQ�*RRGZLOO� 1DWXUDO�ORJDULWKP�RI�\HDUV��ROG�� //,)(� ��
([WHUQDO�YDULDEOHV�
(FRQRPLF�JURZWK� 1DWXUDO�ORJDULWKP�RI�*'3� *'3� ��
$QQXDO�,Q¿�DWLRQ�UDWH� &RQVXPHU�SULFH�LQGH[� &3,� ����
%DQN�LQWHUHVW�UDWH� 5HJXODWRU\�LQWHUHVW�UDWH� %,5� ����

6RXUFH��$GRSWHG�IURP�UHYLHZHG�OLWHUDWXUH������

7KH�PRGHO�GHYHORSHG�DQG�H[SDQGHG�LV�FRQVLVWHQW�ZLWK�VWXGLHV�E\�6DPLQD�DQG�$\XE���������
'LHWULFK�DQG�:DQ]HQULHG���������'HJHU�DQG�$GHP���������5DMHVK�DQG�&KDXGDU\���������6X¾�DQ�
DQG�+DELEXKKDO���������7KH�PRGHO�LV�GHVLJQHG�WR�EH�UXQ�RQ�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�
EDQNV�� DV� D� VLQJOH� HQWLW\� LQ�RUGHU� WR� FDSWXUH�NH\� IDFWRUV� UHVSRQVLEOH� IRU�SHUIRUPDQFH�RI� DQ�
DYHUDJH�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQN�LQ�8JDQGD��7KH�GHSHQGHQW�YDULDEOH�LV�<LW�ZKLFK�
UHSUHVHQWHG�5HWXUQ�RQ�$VVHWV��52$��DQG�5HWXUQ�RQ�(TXLW\��52(��IRU�WKH�EDQN��L��GXULQJ�WKH�
SHULRG��W���ZKLOH� �LV�D�FRQVWDQW�

7KH�LQGHSHQGHQW�YDULDEOHV�ZHUH�UHSUHVHQWHG�E\�EDQN�VSHFL¾�F�IDFWRUV�LQ�IRUP�RI�UDWLRV��,Q�
WKLV�VWXG\��WKH�IROORZLQJ�EDVHOLQH�PRGHO�LV�XVHG�

<LW� � I� � ��� ��($LW���� �/$LW���� �//37/LW���� �� ,17(;(4LW���� �,19(677$LW��
�� ��1,07$LW���� ��)/LW���� ��//,)(LW���� ��23(;7,LW���� ��1,,7,�LW�ªªª� ��*'3��
��&3,�� ��%,5����HLW�����

:KHUH��HLW�LV�WKH�HUURU�WHUP�

7KH�PRGHO�DVVXPSWLRQV�WHVWHG�LQ�WKLV�VWXG\�LQFOXGHG��OLQHDULW\��QRUPDOLW\��KRPRVFHGDVWLFLW\��
0XOWLFROOLQHDULW\�DQG�DXWRFRUUHODWLRQ��&RQVHTXHQWO\��DW�HDFK�VWDJH�RI�PRGHO�EXLOGLQJ��JUDSKLFDO�
PHWKRGV�DQG�QXPHULFDO�WHVWV�ZHUH�FDUULHG�RXW�WR�WHVW�OLQHDULW\�DQG�QRUPDOLW\��ZKLOH�RWKHUV�ZHUH�
GRQH�WR�HOLPLQDWH�0XOWLFROOLQHDULW\��DXWR�FRUUHODWLRQ�DQG�KHWHURVFHGDVWLFLW\�

<LW� �I�� ��($LW�� ��//37/LW�� �,17(;(4LW�� �,19(677$LW� ���)/�LW�� �23(;7,LW��
�//,))(�LW�� ��1,,7,LW��� �&3,����HLW�����
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([WHQGLQJ�HTXDWLRQ�����WR�H[FOXGH�YDULDEOHV��,17(;(4�DQG�)/�WKDW�KDG�ZHDN�LPSDFW�RQ�
QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH��WKH�IROORZLQJ�EDVHOLQH�PRGHO�LV�XVHG�

<LW� �I�� ��($LW�� ��//37/LW�� �,19(677$LW� ��� �23(;7,LW�� �//,))(�LW�� ��
1,,7,LW���� �&3,����HLW�����

5HVXOWV�DQG�GLVFXVVLRQ

&RUUHODWLRQ�0DWUL[

7DEOH� �� SUHVHQWV� LQIRUPDWLRQ� RQ� WKH� GHJUHH� RI� FRUUHODWLRQ� EHWZHHQ� H[SODQDWRU\� YDULDEOHV�
XVHG� LQ�PXOWLSOH� OLQHDU� UHJUHVVLRQ�DQDO\VLV� IRU�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNV��7KH�
PDWUL[�VKRZV�WKDW�FRUUHODWLRQ�EHWZHHQ�EDQN�VSHFL¾�F�YDULDEOHV�LV�QRW�VWURQJ��VXJJHVWLQJ�WKDW�
0XOWLFROOLQHDULW\�SUREOHPV�DUH�QRW�H[LVWLQJ��FRQVLVWHQW�ZLWK�WKH�VWXG\�E\�.HQQHG\���������ZKR�
LQGLFDWHG�WKDW�0XOWLFROOLQHDULW\�H[LVWV�ZKHQ�WKH�FRUUHODWLRQ�LV�DERYH������

7DEOH����&RUUHODWLRQ�0DWUL[��52$�	�52(�GHSHQGHQW�YDULDEOH��

52$�
52(�

($
//37
/

,19(677
23(;7,� /,))(� 1,,7, &3,�

3HDUVRQ�
&RUUHODWLRQ�

52$� ������

52(� �����

($ ����� ������ �����

//37/� ������ ������ ������ �����

,19(677
$

������ ������ ������ ���� �����

23(;7,� ������ ������ ���� ������ ���� �����

/,))(� ������ ������ ���� ������ ���� ���� �����

1,,7, ������ ������ ���� ���� ���� ���� ���� �����

&3,� ����� ������ ���� ������ ������ ���� ���� ���� �����

,Q�7DEOH����WKH�UHVHDUFKHUV�SUHVHQW�&RUUHODWLRQV�0DWUL[�IRU�WKH�YDULDEOH�LQ�WKH�PRGHO�IRU�QRQ�
$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ�8JDQGD��7KHUH� LV� D� SRVLWLYH� LQVLJQL¾�FDQW� FRUUHODWLRQ�
RI� ($� ZLWK� 52$� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ� 8JDQGD�� WKLV� REVHUYDWLRQ�
LV� LQ� DJUHHPHQW�ZLWK� WKH�¾�QGLQJV�RI�6WDLNRXUDV� DQG�:RRG� ������� DQG�$WKDQDVRJORX�� HW� DO��
�������WKDW�(TXLW\�FDSLWDO�WR�7RWDO�$VVHWV��($��KDV�D�SRVLWLYH�UHODWLRQVKLS�ZLWK�SUR¾�WDELOLW\��
2Q�WKH�RWKHU�KDQG��//37/�KDV�D�VLJQL¾�FDQW�QHJDWLYH�UHODWLRQVKLS�ZLWK�52$��7KLV�QHJDWLYH�
UHODWLRQVKLS�VLJQL¾�HV�WKDW�ULVNV�DVVRFLDWHG�ZLWK�ORDQV�LQFUHDVH�WKH�OHYHO�RI�ORDQ�ORVV�SURYLVLRQV��
DQG�HYHQWXDOO\�UHGXFH�SUR¾�WV��7KH�REVHUYDWLRQV�VXJJHVW�WKDW�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�
EDQNV�KDYH�KLJKHU�FUHGLW� ULVN� WKDW� WHQGV� WR�H[KLELW� ORZHU�SUR¾�WDELOLW\� OHYHOV�FDXVHG�E\�KLJK�
ORDQ�ORVV�SURYLVLRQ��7KH�GHGXFWLRQ�IURP�WKH�REVHUYDWLRQ�LV�WKDW�WKH�TXDOLW\�RI�ORDQ�SRUWIROLR�LV�
DPRQJ�WKH�IDFWRUV�FRQWULEXWLQJ�WR�SHUIRUPDQFH�YDULDWLRQV�DPRQJ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�
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7KH� VWXG\� VKRZV� WKDW� ,19(677$� KDV� D� VLJQL¾�FDQW� QHJDWLYH� UHODWLRQVKLS� ZLWK� 52$��
FRQVLVWHQW� ZLWK� ¾�QGLQJV� RI� +RIIPDQQ� ������� WKDW� FRPPHUFLDO� EDQNV� LQ� WKH� 8QLWHG� 6WDWHV�
GLVSOD\HG� D� QHJDWLYH� UHODWLRQVKLS� EHWZHHQ� LQYHVWPHQW� LQ� VHFXULWLHV� DQG� EDQN� SHUIRUPDQFH��
7KLV�LV�FRQWUDU\�WR�H[SHFWDWLRQV�EHFDXVH�LQYHVWPHQWV�DUH�DQWLFLSDWHG�WR�FRQWULEXWH�WR�WKH�WRWDO�
LQFRPH�RI�FRPPHUFLDO�EDQNV�WKURXJK�QRQ�LQWHUHVW�LQFRPH��7KH�REVHUYDWLRQV�WKHUHIRUH�VXJJHVW�
WKDW�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�DUH�RYHU�LQYHVWLQJ��DQG�WKHLU�LQYHVWPHQW�GRHV�QRW�
IROORZ�RSWLPDO� LQYHVWPHQW�VWUDWHJ\�� WR� WKH�H[WHQW�RI� UHGXFLQJ� WKH�SUR¾�WV�DOUHDG\�PDGH��7KH�
REVHUYDWLRQV� IXUWKHU� LPSO\� WKDW� SUR¾�WV� JDLQHG� IURP� GLYHUVL¾�FDWLRQ� E\� QRQ�$IULFDQ� IRUHLJQ�
FRPPHUFLDO�EDQNV�DUH�RIIVHW�E\�LQFUHDVHG�H[SHQGLWXUH�RQ�QRQ�LQWHUHVW�DFWLYLWLHV�

23(;7,��D�PHDVXUH�RI�RSHUDWLQJ�H[SHQVHV�KDV�D�VLJQL¾�FDQW�QHJDWLYH�FRUUHODWLRQ�ZLWK�52$��
7KH�¾�QGLQJV�DUH�VLPLODU�WR�VWXGLHV�E\�3DVLRXUDV�DQG�.RVPLGRX���������.RVPLGRX���������6X¾�DQ�
DQG�&KRQJ��������LQ�3KLOLSSLQHV��ZKLFK�VKRZHG�WKDW�RSHUDWLQJ�H[SHQVHV�KDG�D�QHJDWLYH�LPSDFW�
RQ�EDQN�SUR¾�WDELOLW\��LPSO\LQJ�WKDW�H[SHQVHV�PDQDJHPHQW�LV�RQH�RI�WKH�IDFWRUV�FRQWULEXWLQJ�WR�
WKH�SHUIRUPDQFH�YDULDWLRQV�DPRQJ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��//,)(��D�PHDVXUH�RI�UHSXWDWLRQ�
RU�JRRGZLOO�KDV�LQVLJQL¾�FDQW�QHJDWLYH�UHODWLRQVKLS�ZLWK�52$�RYHU�WKH�SHULRG��7KH�REVHUYDWLRQ�
VXJJHVWV�WKDW�EDQN�SUR¾�WV�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�GLG�QRW�SHUVLVW�RYHUWLPH��
,Q¿�DWLRQ�PHDVXUHG�E\� WKH� UDWLR��&3,�� KDV� D�SRVLWLYH� LQVLJQL¾�FDQW� UHODWLRQVKLS�ZLWK�52$� IRU�
QRQ��$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU� WKH�SHULRG������������7KH�SRVLWLYH�FRUUHODWLRQ�
VXJJHVWV�WKDW��QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQN�PDQDJHUV�SUHGLFWHG�WKH�WUHQG�RI�LQ¿�DWLRQ�
DQG�DGMXVWHG�LQWHUHVW�UDWHV�WR�DFKLHYH�KLJKHU�SUR¾�WV�DQG�XOWLPDWHO\�JRRG�EDQN�SHUIRUPDQFH��7KH�
UHVXOWV�ZHUH�LQ�OLQH�ZLWK�¾�QGLQJV�E\�7UXMLOOR�3RQFH���������'DY\GHQNR���������.DVPDQ��HW�DO���
��������$OH[LRX�DQG�6RIRNOLV���������*DUFLD�+HUUHUR��HW�DO�����������$WKDQDVRJORX�HW�DO���������
&ODH\V�DQG�9DQGHU�9HQQHW���������3DVLRXUDV�DQG�.RVPLGRX��������ZKR�LQGLFDWHG�WKDW� WKHUH�
ZDV�SRVLWLYH�UHODWLRQVKLS�EHWZHHQ�LQ¿�DWLRQ�DQG�EDQN�SUR¾�WDELOLW\�

7KH�UDWLRV��($��//37/��,19(677$��)/��23(;7,��/,))(��1,,7,�DQG�&3,�KDG�QHJDWLYH�
UHODWLRQVKLS�ZLWK�52(�IRU�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNV��2SHUDWLQJ�H[SHQVHV�KDG�
QHJDWLYH� FRUUHODWLRQ�ZLWK�52(�� LPSO\LQJ� WKDW�� RSHUDWLQJ� FRVWV� KDG� JUHDWHU� LPSDFW� RQ� EDQN�
SHUIRUPDQFH�IRU�QRQ�$IULFDQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�GXULQJ������������7KH�REVHUYDWLRQV�
DUH� VLPLODU� WR� ¾�QGLQJV� E\� .RVPLGRX� DQG� 3DVLRXUDV� ������� DQG� 3DVLRXUDV� DQG� .RVPLGRX�
��������WKDW�KLJK�RSHUDWLQJ�H[SHQVHV�UHGXFH�EDQN�SUR¾�WDELOLW\�DPRQJ�(XURSHDQ�FRPPHUFLDO�
EDQNV��(TXLW\�WR�$VVHW�UDWLR�KDV�D�PRGHUDWH�QHJDWLYH�UHODWLRQVKLS�ZLWK�52(��FRQVLVWHQW�ZLWK�
WKH�SUHYLRXV�¾�QGLQJV�RQ�'RPHVWLF�DQG�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�WKH�FXUUHQW�VWXG\�

0RGHO�PHDVXUHPHQW

1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV

<LW� �I�� ��($LW�� ��//37/LW�� �,17(;(4LW�� �,19(677$LW� ���)/�LW�� �23(;7,LW��
�//,))(�LW�� ��1,,7,LW��� �&3,����HLW�����

([WHQGLQJ�HTXDWLRQ�����WR�H[FOXGH�YDULDEOHV��,17(;(4�DQG�)/�WKDW�KDG�ZHDN�LPSDFW�RQ�
QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH��WKH�IROORZLQJ�EDVHOLQH�PRGHO�LV�XVHG�

<LW�  � I� � ��($LW�� �� //37/LW�� �,19(677$LW� ��� �23(;7,LW�� �//,))(� LW��
�1,,7,LW���� �&3,����HLW�����
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,Q�WKH�PRGHO�VXPPDU\��5 �������ZKLFK�PHDQV�WKDW��WKHUH�LV�D�YHU\�VWURQJ�UHODWLRQVKLS��
5�6TXDUH� �������LQGLFDWHV�WKDW�����RI�SHUIRUPDQFH�YDULDWLRQ�LV�DFFRXQWHG�IRU�WKURXJK�WKH�
FRPELQHG� OLQHDU� LPSDFW�RI�SUHGLFWRUV� �LQGHSHQGHQW�YDULDEOHV���7KH�DGMXVWHG�5�VTXDUH�YDOXH�
WDNHV�LQWR�DFFRXQW�WKH�QXPEHU�RI�YDULDEOHV�DQG�REVHUYDWLRQV��,Q�WKLV�FDVH��DGMXVWHG�5�VTXDUH�
YDOXH� LV��������7KLV�PHDQV� WKDW�� WKH�PRGHO�KDV�DFFRXQWHG� IRU�������RI� WKH�YDULDQFH� LQ� WKH�
FULWHULRQ�YDULDEOH�

7KH�'XUELQ�:DWVRQ�VWDWLVWLF�LV��������LPSO\LQJ�WKDW�WKHUH�LV�QR�VHULRXV�¾�UVW�RUGHU�DXWR�
FRUUHODWLRQ�ZKLFK�LV�QHLWKHU�SRVLWLYH�QRU�QHJDWLYH��DW����OHYHO�RI�VLJQL¾�FDQFH

7KH�PRGHO�ZDV�WHVWHG�EDVLQJ�RQ�WKH�IROORZLQJ�K\SRWKHVLV�

+2��1RQH�RI�WKH�LQGHSHQGHQW�YDULDEOHV�DUH�VLJQL¾�FDQW�SUHGLFWRUV�RI�WKH�GHSHQGHQW�

+���$W�OHDVW�RQH�LQGHSHQGHQW�YDULDEOH�LV�D�VLJQL¾�FDQW�SUHGLFWRU�RI�WKH�GHSHQGHQW��52$��

&RQGLWLRQDO�5XOH��5HMHFW�+R�LI�S�YDOXHV�DUH�OHVV�WKDQ������DQG�DFFHSW�+�

6LQFH�WKH�S�YDOXH�LV��������ZKLFK�LV�OHVV�WKDQ�������+R�LV�UHMHFWHG�DQG�FRQFOXGHG�WKDW�DW�
OHDVW�RQH�RI�WKH�IROORZLQJ��($��//37/��,19(677$��23(;7,��//,)(��1,,7,��DQG�&3,�LV�D�
SUHGLFWRU�RI�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH� LQ�8JDQGD��7KH�PRGHO� LV�
VLJQL¾�FDQW�DW�)������ ��������S�������

,Q�WKH�PRGHO�VXPPDU\��ZKHQ�52(�LV�GHSHQGHQW�YDULDEOH��5� �������ZKLFK�PHDQV�WKDW�
WKHUH�LV�D�YHU\�VWURQJ�UHODWLRQVKLS��5�6TXDUH� ��������,W�LQGLFDWHV�WKDW�������RI�SHUIRUPDQFH�
YDULDWLRQ� LV� DFFRXQWHG� IRU� WKURXJK� WKH� FRPELQHG� OLQHDU� LPSDFW� RI� SUHGLFWRUV� �LQGHSHQGHQW�
YDULDEOHV���7KH�DGMXVWHG�5�VTXDUH�YDOXH�LV��������PHDQLQJ�WKDW�WKH�PRGHO�KDV�DFFRXQWHG�IRU�
������RI�WKH�YDULDQFH�LQ�WKH�FULWHULRQ�YDULDEOH�

7KH�'XUELQ�:DWVRQ�VWDWLVWLF�LV��������,W�LPSOLHV�WKDW�WKHUH�LV�QR�DXWRFRUUHODWLRQ�ZKLFK�LV�
QHLWKHU�SRVLWLYH�QRU�QHJDWLYH��DW����OHYHO�RI�VLJQL¾�FDQFH�

/LNHZLVH��WKH�PRGHO�ZDV�WHVWHG�EDVLQJ�RQ�WKH�IROORZLQJ�K\SRWKHVLV�

+2��1RQH�RI�WKH�LQGHSHQGHQW�YDULDEOHV�DUH�VLJQL¾�FDQW�SUHGLFWRUV�RI�WKH�GHSHQGHQW�

+���$W�OHDVW�RQH�LQGHSHQGHQW�YDULDEOHV�DUH�VLJQL¾�FDQW�SUHGLFWRUV�RI�WKH�GHSHQGHQW��52(��

&RQGLWLRQDO�5XOH��5HMHFW�+R�LI�S�YDOXHV�DUH�OHVV�WKDQ������DQG�DFFHSW�+�

6LQFH�WKH�S�YDOXH�LV��������ZKLFK�LV�OHVV�WKDQ�������+R�LV�UHMHFWHG�DQG�FRQFOXGHG�WKDW�DW�OHDVW�RQH�
RI�WKH�IROORZLQJ��1,,7,��,19(677$��//37/��($��/,))(��23(;7,��DQG�&3,�DUH�SUHGLFWRUV�
RI�52(� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� SHUIRUPDQFH� LQ�8JDQGD��7KH�PRGHO� LV�
VLJQL¾�FDQW�DW�)������� ���������S ������������

(PSLULFDO�¾�QGLQJV�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD

0XOWLSOH�OLQHDU�UHJUHVVLRQ�UHVXOWV�IRFXVLQJ�RQ�WKH�LPSDFW�RI�LQWHUQDO�IDFWRUV�RQ�WKH�SHUIRUPDQFH�
RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�DUH�VKRZQ�LQ�WKH�WDEOH���DQG����XVLQJ�52$�DQG�52(�
DV�GHSHQGHQW�YDULDEOHV�UHVSHFWLYHO\�
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0XOWLSOH� OLQHDU� UHJUHVVLRQ� UHVXOWV� IRFXVLQJ� RQ� WKH� LPSDFW� RI� LQWHUQDO� IDFWRUV� RQ� WKH�
SHUIRUPDQFH�RI�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�DUH�VKRZQ�LQ�WKH�WDEOH���XVLQJ�52$�DV�
GHSHQGHQW�YDULDEOHV�UHVSHFWLYHO\�

7DEOH���SUHVHQWV�UHJUHVVLRQ�FRHI¾�FLHQWV�IRU�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�WKH�
SHULRG�����������

7DEOH����5HJUHVVLRQ�&RHI¾�FLHQWVD�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV

0RGHO�

8QVWDQGDUGL]HG�
&RHIILFLHQWV�

6WDQGDUGL]HG�
&RHIILFLHQWV�

W 6LJ��

&ROOLQHDULW\�6WDWLVWLFV�

% 6WG��(UURU� %HWD� 7ROHUDQFH� 9,)

� �&RQVWDQW�� ���� ����� ����� ����

($ ���� ����� ���� ����� ���� ���� �����
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1,,7, ���� ����� ���� ����� ���� ���� �����

&3,� ���� ����� ���� ����� ���� ���� �����

D��'HSHQGHQW�9DULDEOH��52$

7KH�UHVXOWV�RI�9DULDQFH�,Q¿�DWLRQ�)DFWRU��9,)��DUH�DOO�EHORZ����DQG�7ROHUDQFH�YDOXHV�DUH�JUHDWHU�
WKDQ�����DV�VKRZQ�LQ�7DEOH���7KLV�LPSOLHV�WKDW��WKHUH�LV�QR�SUREOHP�RI�0XOWLFROOLQHDULW\�LQ�WKH�
PRGHO�

7DEOH���SUHVHQWV�UHJUHVVLRQ�FRHI¾�FLHQWV�IRU�HDFK�LQGLYLGXDO�SUHGLFWRU��23(;7,��//37/��DQG�
/,))(� KDYH� QHJDWLYH� FRHI¾�FLHQWV�� ZKHUHDV� 1,,7,�� ($�� ,19(677$� DQG� &3,� KDYH� SRVWLYH�
FRHI¾�FLHQWV�

7KH�VWXG\� LQGLFDWHG� WKDW�RSHUDWLQJ�H[SHQVHV�KDYH�D�VLJQL¾�FDQW�QHJDWLYH� LPSDFW�RQ� WKH�
SHUIRUPDQFH�RI�QRQ°$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��7KH�UHVXOWV�DUH�FRQVLVWHQW�
ZLWK�¾�QGLQJV�E\�3DVLRXUDV�DQG�.RVPLGRX���������.RVPLGRX���������6X¾�DQ�DQG�&KRQJ���������
2ODGHOH�HW�DO�����������ZKR�H[DPLQHG�WKH�GHWHUPLQDQWV�RI�EDQN�SHUIRUPDQFH�DQG�IRXQG�RXW�WKDW�
RSHUDWLQJ�H[SHQVH��KDG�D�QHJDWLYH� LPSDFW�RQ�EDQN�SUR¾�WDELOLW\��7KLV� LPSOLHV� WKDW��H[SHQVHV�
PDQDJHPHQW� LV� DPRQJ� IDFWRUV� FRQWULEXWLQJ� WR� SHUIRUPDQFH� YDULDWLRQV� DPRQJ� FRPPHUFLDO�
EDQNV�LQ�8JDQGD�
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7KH�ORDQ�ORVV�SURYLVLRQ�WR�WRWDO�ORDQ��//37/��KDV�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�EDQN�
WKH�SHUIRUPDQFH�RI� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV�� FRQVLVWHQW�ZLWK� WKH�¾�QGLQJV�RI�
2QJRUH� DQG� .XVX� �������� 6DPLQD� DQG� $\XE� �������� 7UXMLOOR�3RQFH� �������� 'DY\GHQNR��
��������DQG�6X¾�DQ���������ZKR�IRXQG�WKDW�DVVHW�TXDOLW\�KDG�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�
EDQN�SHUIRUPDQFH�PHDVXUHG�E\�52$��7KH� UHVXOWV� VXJJHVW� WKDW� FUHGLW� ULVN�KDV� D� VLJQL¾�FDQW�
QHJDWLYH� LPSDFW� RQ� EDQN� SUR¾�WDELOLW\� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� RYHU� WKH�
SHULRG��7KH�LPSOLFDWLRQ�LV�WKDW��WKH�TXDOLW\�RI�ORDQV�RI�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�
OHG�WR�LQFUHDVHG�ORDQ�ORVV�SURYLVLRQV�DQG�XOWLPDWHO\�UHGXFHG�EDQN�SUR¾�WV�

/,))(��D�PHDVXUH�RI�JRRGZLOO�KDV�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�UHWXUQ�RQ�DVVHWV�IRU�
QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ�8JDQGD�� FRQWUDU\� WR� WKH�¾�QGLQJV� RI� %HUJHU� DQG�
%RQDFFRUVL�GL�3DWWL��������ZKR�LQGLFDWHG�WKDW�EDQN�SUR¾�WV�VKRZHG�D�WHQGHQF\�RI�SHUVLVWHQFH�
RYHU�WLPH��/DFN�RI�SHUVLVWHQFH�LQ�SUR¾�WV�LPSOLHV�WKDW�WKHUH�DUH�QR�PDUNHW�FRPSHWLWLRQ�EDUULHUV�
LQ�WKH�8JDQGDQ�EDQNLQJ�VHFWRU�

1RQ�LQWHUHVW�LQFRPH�WR�WRWDO�LQFRPH��1,,7,��KDG�D�VLJQL¾�FDQW�SRVLWLYH�LPSDFW�RQ�EDQN�
WKH�SHUIRUPDQFH�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�WKH�SHULRG��7KH�UHVXOWV�DUH�
FRQVLVWHQW�ZLWK� WKH�¾�QGLQJV� RI�'HJHU� DQG�$GHP� �������� 'LHWULFK� DQG�:DQ]HQULHG� ��������
6X¾�DQ�DQG�+DELEXOODK���������6X¾�DQ�DQG�&KRQJ���������ZKR�LQGLFDWHG�WKDW�GLYHUVL¾�FDWLRQ��
KDG�D�SRVLWLYH�LPSDFW�RQ�EDQN�SUR¾�WDELOLW\��7KLV�LPSOLHV�WKDW�GLYHUVL¾�FDWLRQ�ZDV�FUXFLDO�LQ�WKH�
¾�QDQFLDO�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�GXULQJ�WKH�SHULRG�

,QYHVWPHQW� WR� WRWDO� DVVHWV� �,19(677$�� KDV� D� VLJQL¾�FDQW� SRVLWLYH� LPSDFW� RQ� UHWXUQ�
RQ� DVVHWV� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ�8JDQGD��7KH�¾�QGLQJV� VXJJHVW� WKDW�
LQYHVWPHQWV�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�OHG�WR�KLJKHU�SUR¾�WV��7KH�UHVXOWV�DUH�
FRQVLVWHQW�ZLWK�¾�QGLQJV�E\�6LQJK�DQG�&KDXGDU\��������WKDW�LQYHVWPHQWV�KDG�D�SRVLWLYH�LPSDFW�
RQ�WKH�SUR¾�WDELOLW\�RI�,QGLDQ�SXEOLF��SULYDWH�DQG�IRUHLJQ�EDQNV�GXULQJ������WR������

7KHUH� ZDV� VLJQL¾�FDQW� SRVLWLYH� LPSDFW� RI� FDSLWDO� UDWLR� �($�� RQ� 52$� IRU� QRQ�$IULFDQ�
IRUHLJQ� FRPPHUFLDO� EDQNV� RYHU� WKH� SHULRG��7KH� UHVXOWV� DUH� FRQVLVWHQW�ZLWK� WKH�¾�QGLQJV� E\�
2QJRUH�DQG�.XVD���������2QJ�DQG�7HK���������7UXMLOOR�3RQFH���������2ODGHOH��HW�DO�����������
DQG� .KUDZLVK�� �������� ZKLFK� VKRZHG� WKDW�� (TXLW\� WR� WRWDO� DVVHWV� UDWLR� KDG� D� VWDWLVWLFDOO\�
VLJQL¾�FDQW�SRVLWLYH�LPSDFW�RQ�SUR¾�WDELOLW\��7KLV�LPSOLHV�WKDW�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�
EDQNV�DUH�ZHOO�FDSLWDOL]HG�DQG�HDVLO\�DGKHUH�WR�UHJXODWRU\�FDSLWDO�VWDQGDUGV�ZKLOH�WKH�H[FHVV�
LV�SURYLGHG�DV�ORDQV�WKXV�PD[LPL]HG�QHW�LQWHUHVW�LQFRPH��,Q�DGGLWLRQ��WKH�UHVXOWV�VXJJHVW�WKDW�
QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNVµ�LQYHVWPHQWV�ZHUH�ZRUWK�HTXLW\�FDSLWDO�HPSOR\HG�

2Q� WKH�H[WHUQDO� IDFWRUV�� ,Q¿�DWLRQ�PHDVXUHG�E\� WKH� UDWLR�&3,�KDG�D�SRVLWLYH�VLJQL¾�FDQW�
LPSDFW�RQ�UHWXUQ�RQ�DVVHWV��52$��IRU�QRQ��$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�WKH�SHULRG�
�����������7KH�SRVLWLYH�LPSDFW�VXJJHVWV�WKDW�PDQDJHUV�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�
EDQNV� SUHGLFWHG� WKH� WUHQG� RI� LQ¿�DWLRQ� DQG� DGMXVWHG� LQWHUHVW� UDWHV� WR� DFKLHYH� KLJKHU� SUR¾�WV�
DQG� XOWLPDWHO\� UHJLVWHUHG� JRRG� EDQN� SHUIRUPDQFH��7KH� UHVXOWV� DUH� FRQVLVWHQW�ZLWK�¾�QGLQJV�
RI�7UXMLOOR�3RQFH� ��������'DY\GHQNR� ��������.DVPDQ� HW� DO��� ��������$OH[LRX� DQG� 6RIRNOLV�
��������*DUFLD�+HUUHUR�HW�DO����������$WKDQDVRJORX�HW�DO�����������&ODH\V�DQG�9DQGHU�9HQQHW�
��������3DVLRXUDV�DQG�.RVPLGRX��������ZKLFK� LQGLFDWHG� WKDW�� WKHUH�ZDV�SRVLWLYH� LPSDFW�RI�
LQ¿�DWLRQ�RQ�EDQN�SUR¾�WDELOLW\�
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7HVW�RI�K\SRWKHVHV

7KH�S�YDOXHV�IRU�HDFK�LQGHSHQGHQW�YDULDEOH�ZDV�WHVWHG�EDVLQJ�RQ�WKH�IROORZLQJ�K\SRWKHVLV

+R��LQGHSHQGHQW�YDULDEOH��($��,19(677$��1,,7,��//37/��23(;7,��/,))(�DQG�&3,�LV�QRW�
VLJQL¾�FDQW�SUHGLFWRU�RI�WKH�GHSHQGHQW�YDULDEOH��52$�

+���(DFK�LQGHSHQGHQW�YDULDEOH��($��,19(677$��1,,7,��//37/��23(;7,��/,))(�DQG�&3,�LV�
D�VLJQL¾�FDQW�SUHGLFWRU�RI�WKH�GHSHQGHQW�YDULDEOH��52$�

7KH�GHFLVLRQ�UXOH�LV�� LI�S��������UHMHFWV�+R��DQG�FRQFOXGH�WKDW�,QGHSHQGHQW�YDULDEOH�LV�
D� VLJQL¾�FDQW� SUHGLFWRU� RI�52$��6LQFH� WKH� S�� YDOXHV� IRU�($��23(;7,��1,,7,��//37/�� DQG�
&3,�DUH�OHVV�WKDQ�������+R�LV�UHMHFWHG�DQG�FRQFOXGHV�WKDW�($��23(;7,��1,,7,��//37/��DQG�
&3,�DUH�VLJQL¾�FDQW�SUHGLFWRUV�RI�52$�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�DW����OHYHO�
RI�VLJQL¾�FDQFH��+RZHYHU��,19(677$�DQG�/,))(�DUH�QRW�VLJQL¾�FDQW�SUHGLFWRUV�RI�UHWXUQ�RQ�
DVVHWV�

0XOWLSOH� OLQHDU� UHJUHVVLRQ� UHVXOWV� IRFXVLQJ� RQ� WKH� LPSDFW� RI� LQWHUQDO� IDFWRUV� RQ� WKH�
SHUIRUPDQFH�RI�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�DUH�VKRZQ�LQ�WKH�WDEOH����XVLQJ�52(�
DV�GHSHQGHQW�YDULDEOHV�UHVSHFWLYHO\�

7DEOH���SUHVHQWV�UHJUHVVLRQ�FRHI¾�FLHQWV�IRU�1RQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�
WKH�SHULRG�����������

0RGHO�

8QVWDQGDUGL]HG�
&RHIILFLHQWV�

6WDQGDUGL]HG�
&RHIILFLHQWV�

W 6LJ��

&ROOLQHDULW\�6WDWLVWLFV�

% 6WG��(UURU� %HWD� 7ROHUDQFH� 9,)

� �&RQVWDQW�� ������ ���� ����� ����
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D��'HSHQGHQW�9DULDEOH��52(�

7KH�UHVXOWV�RI�9DULDQFH�,Q¿�DWLRQ�)DFWRU��9,)��DUH�DOO�EHORZ����DQG�7ROHUDQFH�YDOXHV�DUH�JUHDWHU�
WKDQ�����DV�VKRZQ�LQ�7DEOH���� LPSO\LQJ�WKDW� WKHUH� LV�QR�SUREOHP�RI�0XOWLFROOLQHDULW\� LQ� WKH�
PRGHO��
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7DEOH���SUHVHQWV�UHJUHVVLRQ�FRHI¾�FLHQWV�IRU�HDFK�LQGLYLGXDO�SUHGLFWRU��($��23(;7,��
//37/�DQG�/,))(�KDYH�QHJDWLYH�FRHI¾�FLHQWV��ZKHUHDV�1,,7,��,19(677$�DQG�&3,�KDYH�
SRVWLYH�FRHI¾�FLHQWV��

&DSLWDO� DGHTXDF\� PHDVXUHG� E\� ($� KDV� D� VLJQL¾�FDQW� QHJDWLYH� LPSDFW� RQ� UHWXUQ�
RQ� HTXLW\� �52(���7KH� UHVXOWV� DUH� VLPLODU� WR� WKH�¾�QGLQJV� E\�6HKULVK�� HW� DO��� ������� DQG�
+RIIPDQQ� ������� ZKR� IRXQG� D� VWURQJ� QHJDWLYH� UHODWLRQVKLS� EHWZHHQ� FDSLWDO� DQG� EDQN�
SUR¾�WDELOLW\��7KLV�LPSOLHV�WKDW�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�PD\�EH�RSHUDWLQJ�
RYHU�FDXWLRXVO\�� KHQFH� DYRLGLQJ� SRWHQWLDO� SUR¾�WDEOH� YHQWXUHV�� 6HWWLQJ� XS� KLJK�FDSLWDO�
UHJXODWRU\�UHTXLUHPHQW�PD\�KDYH�D�QHJDWLYH�LPSDFW�RQ�FRPPHUFLDO�EDQNVµ�SHUIRUPDQFH��
+RZHYHU��WKH�UHVXOWV�FRQWUDGLFWHG�D�SRVLWLYH�LPSDFW�RI�($�RQ�52$�IRU�QRQ�$IULFDQ�IRUHLJQ�
FRPPHUFLDO�EDQNV�LQ�WKLV�VWXG\��

$VVHW�TXDOLW\�UDWLR��//37/��KDV�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�52(�IRU�QRQ��$IULFDQ�
IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�WKH�SHULRG��ZKLFK�LQGLFDWHV�WKDW��WKH�TXDOLW\�RI�ORDQV�ZHUH�QRW�
JRRG�HQRXJK�DQG�QHFHVVLWDWHG�DQ� LQFUHDVH� LQ� ORDQ� ORVV�SURYLVLRQV� WKDW�XOWLPDWHO\�GHFUHDVHG�
SUR¾�WV��7KLV� LV�DQ�LQGLFDWLRQ�RI�ZHDNHU�FUHGLW�ULVN�PDQDJHPHQW�DPRQJ�QRQ�$IULFDQ�IRUHLJQ�
FRPPHUFLDO�EDQNV�GXULQJ�WKH�SHULRG��7KH�UHVXOWV�DUH�FRQVLVWHQW�ZLWK�WKH�¾�QGLQJV�E\�2QJ�DQG�
7HK���������2QJRUH�DQG�.XVX���������6DPLQD�DQG�$\XE���������7UXMLOOR�3RQFH���������6X¾�DQ�
��������:RQJ��DQG�)RQJ��������DQG�$WKDQDVRJORX��HW�DO����������WKDW�ORDQ�ORVV�SURYLVLRQV�KDG�D�
VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�UHWXUQV�RQ�(TXLW\��7KH�LPSOLFDWLRQ�LV�WKDW��DVVHW�TXDOLW\�VWURQJO\�
GHWHUPLQHG� WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNV� LQ�8JDQGD�RYHU� WKH�
SHULRG��

2SHUDWLQJ�H[SHQVHV�WR�WRWDO�LQFRPH��23(;7,��KDV�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�UHWXUQ�
RQ� HTXLW\� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� RYHU� WKH� SHULRG� RI� VWXG\��7KH� UHVXOWV�
DUH�FRQVLVWHQW�ZLWK�WKH�¾�QGLQJV�RQ�GRPHVWLF�FRPPHUFLDO�EDQNV�LQ�8JDQGD�LQ�WKLV�VWXG\��7KH�
UHVXOWV�DUH�DOVR�LQ�DJUHHPHQW�ZLWK�WKH�¾�QGLQJV�E\�2ODGHOH��HW�DO���������7UXMLOOR�3RQFH���������
+RIIPDQQ�� ��������'DY\GHQNR� ��������2OVRQ� DQG�=RXEL� ��������6X¾�DQ� ��������6X¾�DQ� DQG�
+DELEXOODK� ��������6X¾�DQ� DQG�&KRQJ� ��������*ULJRULDQ� DQG�0DQROH� �������� WRJHWKHU�ZLWK�
)ULHV�DQG�7DFL���������ZKRVH�VWXGLHV�IRXQG�RXW�WKDW�WKH�FRVW�WR�LQFRPH�UDWLR�KDG�D�VLJQL¾�FDQWO\�
QHJDWLYH�LPSDFW�RQ�EDQN�SHUIRUPDQFH��7KLV�LPSOLHV�WKDW�KLJKHU�RSHUDWLQJ�H[SHQVHV�GHFUHDVH�
SUR¾�WDELOLW\�DQG�HYHQWXDOO\�RYHUDOO�SHUIRUPDQFH�RI�WKH�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�
LQ�8JDQGD��

/,))(��D�PHDVXUH�RI�*RRGZLOO�KDV�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RQ�52(�FRQVLVWHQW�WR�WKH�
LPSDFW�RI�/,))(�RQ�52$�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�LQ�WKH�VWXG\��
DOWKRXJK��FRQWUDU\�WR�WKH�¾�QGLQJV�RI�%HUJHU�DQG�%RQDFFRUVL�GL�3DWWL��������ZKR�LQGLFDWHG�WKDW�
EDQN�SUR¾�WV�VKRZ�D�WHQGHQF\�RI�SHUVLVWHQFH�RYHU�WLPH��/DFN�RI�SHUVLVWHQFH�LQ�SUR¾�WV�LPSOLHV�
WKDW�WKHUH�DUH�QR�PDUNHW�FRPSHWLWLRQ�EDUULHUV�LQ�WKH�8JDQGDQ�EDQNLQJ�VHFWRU��

1RQ�LQWHUHVW� LQFRPH� WR� WRWDO� ,QFRPH�KDV�D�SRVLWLYH�DQG�VWDWLVWLFDOO\� VLJQL¾�FDQW� LPSDFW�
RQ� UHWXUQV�RQ�HTXLW\� IRU�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNV� LQ�8JDQGD��7KH�UHVXOWV�DUH�
FRQVLVWHQW�ZLWK�¾�QGLQJV�RI�6X¾�DQ���������'HJHU�DQG�$GHP���������'LHWULFK�DQG�:DQ]HQULHG�
��������6X¾�DQ�DQG�&KRQJ� ��������DQG�&KLRUD]]R�HW�DO��� �������� WKDW� WKH� UDWLR��1RQ�LQWHUHVW�
LQFRPH� RYHU� WRWDO� $VVHWV� �1,,�7$�� KDG� D� VLJQL¾�FDQW� SRVLWLYH� LPSDFW� RQ� SUR¾�WDELOLW\� DQG�
XOWLPDWHO\�UHWXUQV�RQ�HTXLW\��7KLV�LPSOLHV�WKDW��GLYHUVL¾�FDWLRQ�LV�FUXFLDO�IRU�EDQN�SHUIRUPDQFH�
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LPSURYHPHQW��

,QYHVWPHQW� WR� WRWDO�DVVHWV� �,19(677$��KDV�D� VLJQL¾�FDQW�SRVLWLYH� LPSDFW�RQ� UHWXUQ�RQ�
HTXLW\� �52(��� FRQVLVWHQW�ZLWK� WKH� LPSDFW� RI� ,19(677$�RQ�52$� IRU� QRQ�$IULFDQ� IRUHLJQ�
FRPPHUFLDO� EDQNV� LQ� 8JDQGD� GXULQJ� WKH� SHULRG� ����������� 7KH� UHVXOWV� DUH� VLPLODU� WR� WKH�
¾�QGLQJV�RI�6LQJK�DQG�&KDXGDU\��������ZKR�IRXQG�RXW�WKDW�LQYHVWPHQW�KDG�D�SRVLWLYH�LPSDFW�RQ�
WKH�SUR¾�WDELOLW\�RI�,QGLDQ�SXEOLF��SULYDWH�DQG�IRUHLJQ�EDQNV�GXULQJ������WR�������7KH�HPSLULFDO�
¾�QGLQJV�VXJJHVW�WKDW�WKH�PRUH�WKH�LQYHVWPHQWV��WKH�KLJKHU�WKH�SUR¾�WV�IRU�QRQ�$IULFDQ�IRUHLJQ�
FRPPHUFLDO�EDQNV�LQ�8JDQGD��

,Q¿�DWLRQ�PHDVXUHG�E\�FRQVXPHU�SULFH�LQGH[��&3,��KDG�D�SRVLWLYH�VLJQL¾�FDQW�LPSDFW�RQ�
UHWXUQ� RQ� HTXLW\� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� LQ�8JDQGD� DV� VKRZQ� LQ�7DEOH�
���7KH�UHVXOWV�DUH�FRQVLVWHQW�ZLWK�WKH�¾�QGLQJV�RI�'DY\GHQNR����������6HKULVK�HW�DO�����������
.DVPDQ� HW� DO��� ��������$OH[LRX� DQG� 6RIRNOLV� ��������*DUFLD�+HUUHUR� HW� DO��� ��������&ODH\V�
DQG�9DQGHU�9HQQHW��������DQG�$WKDQDVRJORX��HW�DO����������ZKLFK�LQGLFDWHG�D�VWURQJ�SRVLWLYH�
LPSDFW�RI�LQ¿�DWLRQ�RQ�EDQN�SUR¾�WDELOLW\��7KH�UHVXOWV�VXJJHVW�WKDW�EDQN�LQFRPH�LQFUHDVHG�PRUH�
WKDQ� H[SHQVHV�� LPSO\LQJ� WKDW� WKH� PDQDJHPHQWV� RI� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV�
SUHGLFWHG�FRUUHFWO\� WKH� WUHQG�RI� LQ¿�DWLRQ�DQG�DGMXVWHG� LQWHUHVW� UDWHV�DFFRUGLQJO\� LQ�RUGHU� WR�
HDUQ�PRUH�SUR¾�WV���

&RQFOXVLRQ�

7KH�IDFWRUV�WKDW�DIIHFW�WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�
RYHU�WKH�SHULRG�����������DUH�PRVWO\�LQWHUQDO�IDFWRUV��LQFOXGLQJ��$VVHW�TXDOLW\��0DQDJHPHQW�
HI¾�FLHQF\��5HSXWDWLRQ��&DSLWDO�DGHTXDF\�DQG�'LYHUVL¾�FDWLRQ��$PRQJ�WKH�H[WHUQDO�IDFWRUV�� LW�
ZDV�RQO\�,Q¿�DWLRQ�WKDW�KDG�D�VLJQL¾�FDQW�LPSDFW��

&UHGLW�ULVN��D�UH¿�HFWLRQ�RI�WKH�TXDOLW\�RI�/RDQ�$VVHWV�ZDV�D�VLJQL¾�FDQW�IDFWRU�WKDW�DIIHFWHG�
WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�RYHU�WKH�SHULRG������
������/RDQ�ORVV�SURYLVLRQV�WR�7RWDO�/RDQV��//37/��KDG�D�VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RI��������
DQG��������RQ�UHWXUQ�RQ�DVVHWV�DQG�HTXLW\�UHVSHFWLYHO\��

0DQDJHPHQW� HI¾�FLHQF\�ZDV� D� VLJQL¾�FDQW� NH\� IDFWRU� WKDW� DIIHFWHG� WKH� SHUIRUPDQFH� RI�
QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�RYHU�WKH�SHULRG������������0DQDJHPHQW�
HI¾�FLHQF\�� PHDVXUHG� E\� RSHUDWLQJ� H[SHQVHV� WR� WRWDO� LQFRPH� �23(;7,��� KDG� D� VLJQL¾�FDQW�
QHJDWLYH�LPSDFW�RI����������DQG��������RQ�UHWXUQ�RQ�DVVHWV�DQG�HTXLW\�UHVSHFWLYHO\�IRU�1RQ�
$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�RYHU�WKH�VWXG\�SHULRG��

5HSXWDWLRQ�RU�JRRGZLOO�ZDV�DPRQJ�WKH�NH\�IDFWRUV�WKDW�DIIHFWHG�WKH�SHUIRUPDQFH�RI�QRQ�
$IULFDQ� IRUHLJQ� FRPPHUFLDOEDQNV� LQ� XJDQGD� RYHU� WKH� SHULRG� ����������� *RRGZLOO� ZKLFK�
LV�PHDVXUHG� E\� WKH� QXPEHU� RI� \HDUV� D� EDQN� LV� LQ� H[LVWHQFH� LQ� WKH� FRXQWU\� �/,))(��� KDG� D�
VLJQL¾�FDQW�QHJDWLYH�LPSDFW�RI��������DQG��������RQ�5HWXUQ�RQ�DVVHWV�DQG�(TXLW\�UHVSHFWLYHO\�
RYHU�WKH�VWXG\�SHULRG��

&DSLWDO� DGHTXDF\� �($�� KDG� DQ� LPSDFW� RQ� WKH� SHUIRUPDQFH� RI� QRQ�$IULFDQ� IRUHLJQ�
FRPPHUFLDO�EDQNV�LQ�8JDQGD�RYHU�WKH�SHULRG�RI�VWXG\��(TXLW\�WR�DVVHWV�KDG�D�VLJQL¾�FDQW�LPSDFW�
RI�������RQ�5HWXUQ�RQ�$VVHWV��ZKLOH�WKHUH�ZDV�D�QHJDWLYH�LPSDFW�RI��������RQ�5HWXUQ�RQ�(TXLW\��



)UHGHULFN�1VDPEX�.LMMDPEX�DQG�-RKQ�'GXPED�6VHQWDPX�

7KXV�WKHUH�LV�QR�FRQFOXVLYH�GLUHFWLRQ�RQ�WKH�LPSDFW�RI�FDSLWDO�DV�D�IDFWRU��

'LYHUV¾�FDWLRQ��PHDVXUHG�E\�QRQ�LQWHUHVW�,QFRPH�WR�7RWDO�,QFRPH��1,,7,��ZDV�RQH�RI�WKH�
NH\�IDFWRUV�WKDW�DIIHFWHG�WKH�SHUIRUPDQFH�RI�RI�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD�
RYHU�WKH�SHULRG��1RQ�LQWHUHVW�LQFRPH�WR�WRWDO�LQFRPH�KDG�D�VLJQL¾�FDQW�SRVLWLYH�LPSDFW�RI�������
DQG�������RQ�5HWXUQ�RQ�$VVHWV�DQG�(TXLW\�UHVSHFWLYHO\�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�
EDQNV�RYHU� WKH�SHULRG�����������7KLV� VKRZV� WKDW�GLYHUV¾�HG�EDQN�DFWLYLWLHV� HQKDQFHV�EDQN�
SHUIRUPDQFH��,QYHVWPHQW�PHDVXUHG�E\�,QYHVWPHQWV�WR�WRWDO�DVVHWV��,19(677$��ZDV�DQRWKHU�
IRUP� RI� GLYHUVL¾�FDWLRQ�ZLWK� D� VLJQL¾�FDQW� SRVLWLYH� LPSDFW� RI� ������ DQG� ������ RQ� UHWXUQ� RQ�
DVVHWV�DQG�HTXLW\� UHVSHFWLYHO\� IRU�QRQ�$IULFDQ� IRUHLJQ�FRPPHUFLDO�EDQNV� LQ�8JDQGD��0RUH�
LQYHVWPHQWV�OHG�WR�EHWWHU�SHUIRUPDQFH�IRU�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�LQ�8JDQGD��

,Q¿�DWLRQ�ZDV�DQRWKHU�NH\� IDFWRU� WKDW� DIIHFWHG� WKH�SHUIRUPDQFH�RI�QRQ�$IULFDQ� IRUHLJQ�
FRPPHUFLDO� EDQNV� LQ� 8JDQGD� RYHU� WKH� SHULRG� ����������� &RQVXPHU� SULFH� LQGH[� �&3,��� D�
PHDVXUH�RI�LQ¿�DWLRQ�KDG�D�VLJQL¾�FDQW�SRVLWLYH�LPSDFW�RI�������DQG�������RQ�UHWXUQ�RQ�DVVHWV�
DQG� HTXLW\� IRU� QRQ�$IULFDQ� IRUHLJQ� FRPPHUFLDO� EDQNV� RYHU� WKH� VWXG\� SHULRG��7KH� SRVLWLYH�
LPSDFW�PHDQV�WKDW�EDQN�SUR¾�WV�LQFUHDVHG�GHSHQGLQJ�RQ�DQ�LQFUHDVH�LQ�LQ¿�DWLRQ�UDWHV��+HQFH�WKH�
VWXG\�FRQFOXGHV�WKDW�WKH�PDQDJHPHQWV�RI�WKH�QRQ�$IULFDQ�IRUHLJQ�FRPPHUFLDO�EDQNV�SUHGLFWHG�
LQ¿�DWLRQ�WUHQGV�FRUUHFWO\�DQG�DGMXVWHG�DFFRUGLQJO\���

3ROLF\�,PSOLFDWLRQV�

7KH� HPHUJLQJ� SROLF\� LPSOLFDWLRQV� DUH� WKDW� FRPPHUFLDO� EDQNVµ� PDQDJHPHQWV� VKRXOG� IRFXV�
RQ� LPSURYLQJ� WKH� IROORZLQJ��PDQDJHPHQW� HI¾�FLHQF\�� EDQN� UHSXWDWLRQ�JRRGZLOO�� FUHGLW� ULVN�
PDQDJHPHQW�� FDSLWDO� DGHTXDF\� OHYHOV�� GLYHUVL¾�FDWLRQ� DQG� FRPPHUFLDO� EDQN� LQYHVWPHQW��
5HJXODWLRQV�RQ�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV�VKRXOG�EH�SXW�LQ�SODFH�WR�KDUPRQL]H�WKH�LPSDFW�
RI� GLYHUVL¾�FDWLRQ� RQ� WKH� SHUIRUPDQFH� RI� DOO� FRPPHUFLDO� EDQNV� DQG� DYRLG� H[SORLWDWLRQ� RI�
FXVWRPHUV��

)XWXUH�VWXGLHV�VKRXOG�IRFXV�RQ�WKH�SHUIRUPDQFH�RI�IRUHLJQ�$IULFDQ�FRPPHUFLDO�EDQNV�LQ�
8JDQGD��VLQFH�WKH\�KDYH�UHFRUGHG�GHFOLQLQJ�SHUIRUPDQFH�RI�EDQN�SUR¾�WV��WKDW�KDV�OHG�WR�VRPH�
RI�WKHP�EHLQJ�FORVHG��%DQN�RI�8JDQGD���������

5HIHUHQFHV�
$OH[LRX��&��DQG�6RIRNOLV��&����������'HWHUPLQDQWV�RI�EDQN�SUR¾�WDELOLW\��(YLGHQFH�IURP�WKH�*UHHN�

EDQNLQJ�VHFWRU��,Q�(FRQRPLF�$QQDOV��������������

$WKDQDVRJORX��3��'HOLV��0��DQG�6WDLNRXUDV��&����������'HWHUPLQDQWV�LQ�WKH�%DQN�SUR¾�WDELOLW\�LQ�6RXWK�
(DVWHUQ�(XURSHDQ�UHJLRQ��,Q�-RXUQDO�RI�)LQDQFLDO�'HFLVLRQV�0DNLQJ�����������

$WKDQDVRJORX��3��%ULVVLPLV��6��1��DQG�'HOLV��0����������%DQN��VSHFL¾�F��,QGXVWULDO�VSHFL¾�F�DQG�
0DFURHFRQRPLF�'HWHUPLQDQWV�RI�EDQN�SUR¾�WDELOLW\��,Q�-RXUQDO�RI�LQWHUQDWLRQDO�)LQDQFLDO�0DUNHWV��
,QVWLWXWLRQV�DQG�0RQH\��������������

%DQN�RI�8JDQGD���������$QQXDO�6XSHUYLVLRQ�5HSRUW��,VVXH�1R���'HFHPEHU������

%DQN�RI�8JDQGD���������$QQXDO�6XSHUYLVLRQ�5HSRUW��,VVXH�1R���'HFHPEHU������

%HQQDFHXU��6��DQG�*RDLHG��0����������7KH�'HWHUPLQDQWV�RI�&RPPHUFLDO�%DQN�,QWHUHVW�0DUJLQ�DQG�
3UR¾�WDELOLW\��(YLGHQFH�IURP�7XQLVLD��)URQWLHUV�LQ�)LQDQFH�DQG�(FRQRPLFV�������������
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%HUJHU��$��1���'H�<RXQJ��*HQD\��+���DQG�8GHOO��*����������*OREDOL]DWLRQ�RI�¾�QDQFLDO�,QVWLWXWLRQV��
HYLGHQFH�IURP�FURVV�ERUGHU�EDQNLQJ�SHUIRUPDQFH��%URRNLQJV�:KDUWRQ�3DSHUV�RQ�)LQDQFLDO�
6HUYLFHV�������������

%HUJHU��$��1���DQG�%RQDFFRUVL��'��3����������&DSLWDO�VWUXFWXUH�DQG�¾�UP�SHUIRUPDQFH��D�QHZ�DSSURDFK�
WR�WHVWLQJ�DJHQF\�WKHRU\�DQG�DQ�DSSOLFDWLRQ�WR�WKH�EDQNLQJ�LQGXVWU\��-RXUQDO�RI�%DQNLQJ�	�
)LQDQFH����������������

%LNUDP��'����������2ZQHUVKLS�HIIHFWV�RQ�EDQN�SHUIRUPDQFH��D�SDQHO�VWXG\�RI�,QGLDQ�EDQNV��

-RXUQDO�RI�&RPSDUDWLYH�(FRQRPLFV�����������

%RQLQ��-��3���+DVDQ��,���DQG�:DFKWHO��3����������%DQN�3HUIRUPDQFH��(I¾�FLHQF\�DQG�RZQHUVKLS�LQ�

7UDQVLWLRQ�&RXQWULHV��7KH�'XEURYQLN�(FRQRPLF�&RQIHUHQFH��'�(�&����WK�&RQIHUHQFH��

&KLRUD]]R��9���0LODQ��&���DQG�6DOYLQL��)���������,QFRPH�GLYHUVL¾�FDWLRQ�DQG�EDQN�SHUIRUPDQFH��
(YLGHQFH�IURP�,WDOLDQ�EDQNV��-RXUQDO�RI�)LQDQFLDO�6HUYLFHV�5HVHDUFK��������������

&ODH\V��6��DQG�9DQGHU��9��5����������'HWHUPLQDQWV�RI�EDQN�LQWHUHVW�PDUJLQ�LQ�&HQWUDO�DQG�(DVWHUQ�
(XURSH��$�FRPSDULVRQ�ZLWK�WKH�ZHVW�HFRQRPLF�V\VWHPV��������������

&ODHVVHQV��6���DQG�+RUHQ��9��1����������%HLQJ�D�IRUHLJQHU�DPRQJ�'RPHVWLF�EDQNV��$VVHWV�RU�/LDELOLW\"�
:RUNLQJ�SDSHU�:3���������:DVKLQJWRQ��'&��,QWHUQDWLRQDO�0RQHWDU\�)XQG�����

'DY\GHQNR���������'HWHUPLQDQWV�RI�EDQN�SUR¾�WDELOLW\�LQ�8NUDLQH��,Q�8QGHUJUDGXDWH�(FRQRPLF�
5HYLHZ��9RO���,VV���$UWLFOH����DW�KWWS����GLJLWDOFRPPRQV�LZX�HGX�XHU�YRO��LVV�����

'HJHU��$���DQG�$GHP��$����������%DQN�VSHFL¾�F�DQG�0DFURHFRQRPLF�GHWHUPLQDQWV�RI�&RPPHUFLDO�EDQNV�
SUR¾�WDELOLW\��(PSLULFDO�(YLGHQFH�IURP�7XUNH\��%XVLQHVV�DQG�(FRQRPLFV�5HVHDUFK�-RXUQDO��������������

'HPLUJLLF�.XQW��$���DQG�+XL]LQJ]��+����������'HWHUPLQDQWV�RI�&RPPHUFLDO�%DQN�,QWHUHVW�0DUJLQV�DQG�
3UR¾�WDELOLW\��6RPH�,QWHUQDWLRQDO�(YLGHQFH���:RUOG�%DQN�(FRQRPLF�5HYLHZ����������

'LHWULFK��$���DQG�:DQ]HQULHG��*�����������'HWHUPLQDQWV�RI�EDQN�SUR¾�WDELOLW\�EHIRUH�DQG�GXULQJ�WKH�
FULVLV��(YLGHQFH�IURP�6ZLW]HUODQG��,Q�-RXUQDO�RI�LQWHUQDWLRQDO�)LQDQFLDO�0DUNHWV�DQG�,QVWLWXWLRQV��

)DG]ODQ��6���DQG�0XKG�=XONKLEUL��$��0����������%DQN�2ZQHUVKLS��&KDUDFWHULVWLFV�DQG�3HUIRUPDQFH��
$�&RPSDUDWLYH�$QDO\VLV�RI�'RPHVWLF�DQG�)RUHLJQ�,VODPLF�%DQNV�LQ�0DOD\VLD��035$��3DSHU�1R��
������'HFHPEHU������87&��

)ULHV��6���DQG�7DFL��$����������&RVW�HI¾�FLHQF\�RI�EDQNV�LQ�WUDQVLWLRQ��HYLGHQFH�IURP�����EDQNV�LQ����
SRVW�FRPPXQLVW�FRXQWULHV��-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH�������������

*DUFLD�+HUUHUR��$���*DYLOD��6���DQG�6DQWDEDUEDUD��'����������:KDW�H[SODLQV�WKH�ORZ�SUR¾�WDELOLW\�RI�
&KLQHVH�EDQNV"�-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH�����������������

*ULJRULDQ��'��$���DQG�0DQROH��9����������'HWHUPLQDQWV�RI�&RPPHUFLDO�EDQNV�3HUIRUPDQFH�LQ�
7UDQVLWLRQ��$Q�DSSOLFDWLRQ�RI�'DWD�(QYHORSPHQW�DQDO\VLV��3DOJUDYH�0DFPLOODQ��-RXUQDOV��
&RPSDUDWLYH�(FRQRPLF�6WXGLHV���������SS����������

+DYU\OFK\N��2���DQG�(PLOLD��-����������3UR¾�WDELOLW\�RI�IRUHLJQ�EDQNV�LQ�FHQWUDO�DQG�(DVWHUQ�(XURSH��
'RHV�WKH�HQWU\�PRGH�PDWWHU"�%DQN�RI�)LQODQG��%2),7�'LVFXVVLRQ�3DSHU����

+RIIPDQQ��3��6�����������'HWHUPLQDQWV�RI�WKH�3UR¾�WDELOLW\�RI�WKH�86�EDQNLQJ�,QGXVWU\��

.DVPDQ��$���7XQF��*���9DUGHU��*���DQG�2NDQ��%����������&RQVROLGDWLRQ�DQG�FRPPHUFLDO�EDQN�QHW�
LQWHUHVW�PDUJLQ��(YLGHQFH�IURP�ROG�DQG�QHZ�(XURSHDQ�8QLRQ�PHPEHUV�DQG�FDQGLGDWH�FRXQWULHV��
(FRQRPLF�0RGHOOLQJ���������������
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.DXVKLN��6��.���DQG�/RSH]��5��+����������3UR¾�WDELOLW\�RI�FUHGLW�XQLRQV��&RPPHUFLDO�EDQNV�DQG�6DYLQJV�
EDQNV��$�&RPSDUDWLYH�$QDO\VLV��$PHULFDQ�(FRQRPLVW������������

.HQQHG\��3����������$�*XLGH�WR�(FRQRPHWULFV��0DOGHQ��0DVV��%ODFNZHOO�3XEOLVKLQJ��

.KUDZLVK��+��$����������'HWHUPLQDQWV�RI�FRPPHUFLDO�EDQNV�SHUIRUPDQFH��(YLGHQFH�IURP�-RUGDQ��
,QWHUQDWLRQDO�5HVHDUFK�-RXUQDO�RI�)LQDQFH�DQG�(FRQRPLFV��=DUTD�8QLYHUVLW\��������SS���������

.L\RWD��+�����������&RQIURQWLQJ�WKH�*OREDO�)LQDQFLDO�&ULVLV��%DQN�(I¾�FLHQF\��3UR¾�WDELOLW\�DQG�
%DQNLQJ�6\VWHP�LQ�$IULFD��3DSHU�SUHSDUHG�IRU�$IULFDQ�(FRQRPLF�&RQIHUHQFH�RQ�)RVWHULQJ�
'HYHORSPHQW�LQ�DQ�(UD�RI�)LQDQFLDO�DQG�(FRQRPLF�&ULVLVµ�$GGLV�$EDED�1RYHPEHU���µ���������

.L\RWD��+����������(I¾�FLHQF\�RI�&RPPHUFLDO�%DQNV�LQ�6XE�6DKDUDQ�$IULFD��$�FRPSDUDWLYH�$QDO\VLV�RI�
'RPHVWLF�DQG�)RUHLJQ�EDQNV��:RUNLQJ�3DSHU�1R���������8QLWHG�1DWLRQV�8QLYHUVLW\��

.RVPLGRX��.���DQG�3DVLRXUDV��)����������'HWHUPLQDQWV�RI�SUR¾�WDELOLW\�RI�GRPHVWLF�8.�FRPPHUFLDO�
EDQNV��3DQHO�HYLGHQFH�IURP�WKH�SHULRG�����������$SSOLHG�5HVHDUFK�:RUNLQJ�3DSHU�6HULHV��
&RYHQWU\�8QLYHUVLW\�%XVLQHVV�6FKRRO��

.RVPLGRX��.����������7KH�GHWHUPLQDQWV�RI�EDQNVµ�SUR¾�WV�LQ�WKH�*UHHFH�GXULQJ�WKH�SHULRG�RI�(8����

¾�QDQFLDO�LQWHJUDWLRQ��,Q�0DQDJHULDO�)LQDQFH�������������������

0DMQRQL��*���6KDQNDU��5���DQG�9DUKHJ\L��(����������7KH�G\QDPLFV�RI�IRUHLJQ�EDQN�RZQHUVKLS��HYLGHQFH�
IURP�+XQJDU\��:RUOG�%DQN�3ROLF\�5HVHDUFK�:RUNLQJ�3DSHU�1R�������:RUOG�%DQN��:DVKLQJWRQ�
'�&��

0LFFR��$���3DQL]]D��8���DQG�<DQH]��0����������%DQN�RZQHUVKLS�DQG�SHUIRUPDQFH��,QWHU�$PHULFDQ�
'HYHORSPHQW�%DQN��5HVHDUFK�'HSDUWPHQW�:RUNLQJ�3DSHU������1RYHPEHU�������

0LOOHU��6���DQG�3DUNKH��$�����������,V�WKHUH�D�OLDELOLW\�RI�IRUHLJQQHVV�LQ�JOREDO�EDQNLQJ"�$Q�HPSLULFDO�
WHVW�RI�EDQNV�;�HI¾�FLHQF\��6WUDWHJLF�0DQDJHPHQW�-RXUQDO�������������

1DFHXU��6��%��DQG�*RDLHG��0����������7KH�GHWHUPLQDQWV�RI�FRPPHUFLDO�EDQN�LQWHUHVW�0DUJLQ�DQG�
3UR¾�WDELOLW\��(YLGHQFH�IURP�7XQLVLD��)URQWLHUV�LQ�)LQDQFH�DQG�(FRQRPLFV��������������

1VDPEX�.LMMDPEX��)����������)DFWRUV�DIIHFWLQJ�SHUIRUPDQFH�RI�FRPPHUFLDO�EDQNV�LQ�8JDQGD��
8QSXEOLVKHG�3K'�WKHVLV��0EDUDUD�8QLYHUVLW\�RI�6FLHQFH�	�7HFKQRORJ\��

2ODGHOH��3��2���6XODLPDQ��$��$���DQG�$NHNH��1��,����������'HWHUPLQDQWV�RI�EDQN�SHUIRUPDQFH�LQ�
1LJHULD��,QWHUQDWLRQDO�-RXUQDO�RI�%XVLQHVV�DQG�0DQDJHPHQW�7RPRUURZ����1R��,661�������������

2OVRQ��'���DQG�=RXEL��$��7����������(I¾�FLHQF\�DQG�EDQN�SUR¾�WDELOLW\�LQ�0(1$�FRXQWULHV��(PHUJLQJ�
0DUNHW�5HYLHZ������SS����������

2QJ�7]H��6���DQG�7HK�%RRQ��+����������)DFWRUV�DIIHFWLQJ�WKH�SUR¾�WDELOLW\�RI�0DOD\VLDQ�&RPPHUFLDO�
EDQNV��$IULFDQ�-RXUQDO�RI�%XVLQHVV�0DQDJHPHQW��������SS�����������

2QJRUH��9�2���DQG�.XVD��*��%����������'HWHUPLQDQWV�RI�)LQDQFLDO�3HUIRUPDQFH�RI�&RPPHUFLDO�%DQNV�
LQ�.HQ\D��,QWHUQDWLRQDO�-RXUQDO�RI�(FRQRPLFV�DQG�)LQDQFLDO�,VVXHV�������SS�����������

3DVLRXUDV��)���DQG�.RVPLGRX��.����������)DFWRUV�LQ¿�XHQFLQJ�WKH�SUR¾�WDELOLW\�RI�GRPHVWLF�DQG�IRUHLJQ�
FRPPHUFLDO�EDQNV�LQ�WKH�(XURSHDQ�8QLRQ��5HVHDUFK�LQ�,QWHUQDWLRQDO�%XVLQHVV�DQG�)LQDQFH������
SS�����������

5DMHVK��.��6���DQG�&KDXGDU\��6�����������3UR¾�WDELOLW\�'HWHUPLQDQWV�RI�%DQNV�LQ�,QGLD��-RXUQDO�RI�
*OREDO�%XVLQHVV�����SS�����������



7KH�8JDQGDQ�-RXUQDO�2I�0DQDJHPHQW�$QG�3XEOLF�3ROLF\�6WXGLHV

5DVLDK���������5HYLHZ�RI�OLWHUDWXUH�DQG�WKHRULHV�RQ�GHWHUPLQDQWV�RI�FRPPHUFLDO�EDQN�SUR¾�WDELOLW\��
-RXUQDO�RI�3HUIRUPDQFH�0DQDJHPHQW�������������

6DJDU��5��'���DQG�5DMHVK��%����������,QFRUSRUDWLQJ�,QWDQJLEOH�DVSHFWV�LQ�SHUIRUPDQFH�(YDOXDWLRQ�RI�
,QGLDQ�%DQNV��

6DPLQD��5���DQG�$\XE��0����������7KH�LPSDFW�RI�%DQN�6SHFL¾�F�DQG�0DFURHFRQRPLF�,QGLFDWRUV�RQ�WKH�
SUR¾�WDELOLW\�RI�&RPPHUFLDO�EDQNV��7KH�5RPDQLDQ�(FRQRPLF�-RXUQDO��\HDU�;9,������

6HKULVK��*���,UVKDG�DQG�=DPDQ���������)DFWRUV�$IIHFWLQJ�EDQN�3UR¾�WDELOLW\�LQ�3DNLVWDQ��7KH�5RPDQLDQ�
(FRQRPLF�-RXUQDO�<HDU�;,9��1R����0DUFK�������

6LQJK��.��5���DQG�&KDXGDU\��6����������3UR¾�WDELOLW\�GHWHUPLQDQWV�RI�EDQNV�LQ�,QGLD��,QWHUQDWLRQDO�
-RXUQDO�RI�*OREDO�%XVLQHVV�������������

6WDLNRXUDV��&���DQG�:RRG��*��(����������7KH�GHWHUPLQDQWV�RI�%DQN�3UR¾�WDELOLW\�LQ�(XURSH��3DSHU�
SUHVHQWHG�DW�3URFHHGLQJV�RI�WKH�(XURSHDQ�$SSOLHG�%XVLQHVV�5HVHDUFK�&RQIHUHQFH��9HQLFH��,WDO\��
-XQH�������������

6WDLNRXUDV��&��.���DQG�:RRG��*��(����������7KH�GHWHUPLQDQWV�RI�(XURSHDQ�%DQN�3UR¾�WDELOLW\��
,QWHUQDWLRQDO�%XVLQHVV�	�(FRQRPLFV�5HVHDUFK�-RXUQDO�����������

6WXUP��-��(���DQG�%DUU\��:����������:KDW�'HWHUPLQHV�'LIIHUHQFHV�LQ�)RUHLJQ�%DQN�(I¾�FLHQF\"�
$XVWUDOLD�(YLGHQFH��*'&�:RUNLQJ�3DSHU��%RQG�8QLYHUVLW\��1R����

6XELND��)���(ULN��)���DQG�5REHUWR��5����������%DQN�RZQHUVKLS�DQG�3HUIRUPDQFH�LQ�WKH�0LGGOH�(DVW�DQG�
1RUWK�$IULFD�5HJLRQ��,Q�7KH�:RUOG�%DQN��)LQDQFLDO�)ODJVKLS��

6X¾�DQ��5���DQG�&KRQJ��5��5����������'HWHUPLQDQWV�RI�EDQN�SUR¾�WDELOLW\�LQ�D�GHYHORSLQJ�(FRQRP\��
(PSLULFDO�(YLGHQFH�IURP�7KH�3KLOLSSLQHV��$VLDQ�$FDGHP\�RI�0DQDJHPHQW�-RXUQDO�RI�$FFRXQWLQJ�
DQG�)LQDQFH��$$0-$)����������SS����������

6X¾�DQ��)���DQG�+DELEXOODK��6��0����������%DQN�VSHFL¾�F�DQG�PDFURHFRQRPLF�GHWHUPLQDQWV�RI�EDQN�
SUR¾�WDELOLW\��(PSLULFDO�HYLGHQFH�IURP�WKH�&KLQD�EDQNLQJ�VHFWRU��)URQWLHUV�RI�(FRQRPLFV�LQ�&KLQD��
����SS�����������

6X¾�DQ��)����������)LQDQFLDO�'HSUHVVLRQ�DQG�SUR¾�WDELOLW\�RI�WKH�EDQNLQJ�VHFWRU�RI�WKH�UHSXEOLF�RI�.RUHD��
3DQHO�(YLGHQFH�RQ�EDQN�VSHFL¾�F�DQG�PDFURHFRQRPLF�GHWHUPLQDQWV��$VLDQ�3DFL¾�F�'HYHORSPHQW�
-RXUQDO������SS���������

7UXMLOOR�3RQFH��$����������:KDW�GHWHUPLQHV�WKH�SUR¾�WDELOLW\�RI�%DQNV"�(YLGHQFH�IURP�6SDLQ��-RXUQDO�
RI�$FFRXQWLQJ�DQG�)LQDQFH��(DUO\�9LHZ�'RL������������

9DQGHU�9HQQHW��5����������7KH�HIIHFWV�RI�PHUJHUV�DQG�DFTXLVLWLRQV�RQ�HI¾�FLHQF\�DQG�SUR¾�WDELOLW\�RI�(&�
&UHGLW�,QVWLWXWLRQV��-RXUQDO�RI�%DQNLQJ�DQG�)LQDQFH���������SS�������������

:RQJ��-��7���DQG�)RQJ��+����������'HWHUPLQDQWV�RI�WKH�SHUIRUPDQFH�RI�%DQNV�LQ�+RQJ�.RQJ��+RQJ�
.RQJ�0RQHWDU\�$XWKRULW\�:RUNLQJ�3DSHU��������������
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