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7KH�JURZLQJ�XVH�RI�WHFKQRORJ\�FRQWLQXHV�WR�LQIODWH�JOREDO�SRZHU�FRQVXPSWLRQ��VWUDLQLQJ�DQDOUHDG\�DJLQJ�HOHFWULFDO�GLVWULEXWLRQ�LQIUDVWUXFWXUHLQ�PDQ\�FRXQWULHV�DQG�FKDOOHQJLQJ�SURYLGHUV�LQGHYHORSLQJ FRXQWULHV���8WLOLW\�FRPSDQLHV�DQG�WKHLU�FRQVXPHUV�DUH�VXVFHSWLEOH�WR�SRZHULQWHUUXSWLRQV�DQG�WKH�UHVXOWLQJ�ILQDQFLDO�ORVVHV���7KLV�VLWXDWLRQ�WUDQVODWHV�LQWR�LQFUHDVHG�ULVN�IRULQVXUHUV�WKDW�SURYLGH�SURWHFWLRQ�IURP�ORVVHV�UHVXOWLQJ�IURP�SRZHU�LQWHUUXSWLRQ�
&RQYHUVHO\��WKLV�HQYLURQPHQW�DOVR�ZDUUDQWV�WKH�QHHG�IRU�HTXLSPHQW�EUHDNGRZQ�FRYHUDJH�WR�EHLQFOXGHG�RQ�HYHU\�SURSHUW\�SROLF\���,Q�DGGLWLRQ��LQFUHDVLQJ�FRQVXPSWLRQ�DQG�GHSHQGHQF\�RQSRZHU�DIIRUGV LQVXUHUV�WKH�RSSRUWXQLW\ WR�SURYLGH�EURDGHU�LQVXUDQFH�SURGXFWV�DV�ZHOO�DVHQJLQHHULQJ�ORVV�SUHYHQWLRQ�VROXWLRQV�WKDW�DGGUHVV�VHUYLFH�LQWHUUXSWLRQ�
+RZHYHU��DV�PRUH�DQG�PRUH�LQVXUDQFH�FRPSDQLHV�DUH�ILQGLQJ�WKH�QHHG�WR�LQFOXGH�HTXLSPHQWEUHDNGRZQ�FRYHUDJH�RQ�HYHU\�SURSHUW\�SROLF\��WKH�VHUYLFH�LQWHUUXSWLRQ�FRPSRQHQW�RI�WKHFRYHUDJH�ZLOO�UHVXOW�LQ�QHZ�H[SRVXUHV�IRU�LQVXUHUV���7R�DGGUHVV�WKHVH�H[SRVXUHV��LQVXUDQFHFRPSDQLHV�PXVW�HYDOXDWH�WKHVH�QHZ�ULVNV�ZKLOH�WDNLQJ�LQWR�DFFRXQW�DIIRUGDELOLW\�IRU�LQVXUHGV�
,Q�WKH�LQWHUQDWLRQDO�PDUNHW��ERLOHU�DQG�PDFKLQHU\�FRYHUDJH�ZDV�WUDGLWLRQDOO\�FRQVLGHUHG�DVROXWLRQ�RQO\�IRU�ODUJH�H[SRVXUH�ULVNV���+RZHYHU��ODUJH�ULVNV�W\SLFDOO\�FRPSULVHG�OHVV�WKDQ��SHUFHQW�RI�DQ�LQVXUDQFH�FRPSDQ\©V�SURSHUW\�SRUWIROLR��WKHUHIRUH�SRVLQJ�UHODWLYHO\�PLQLPDO�ULVN�,Q�DGGLWLRQ��FRPSDQLHV�HQJLQHHUHG�ODUJH�ULVNV�IRU�ORVV�SUHYHQWLRQ�DQG�XQGHUZURWH�WKHVH�DFFRXQWVZLWK�VHYHULW\�RI�ORVV�LQ�PLQG�
7R�RSHUDWH�SURILWDEO\�LQ�WKH�VPDOOHU�FRPPHUFLDO�PDUNHW��IXWXUH�XQGHUZULWHUV�PXVW�LQFUHDVLQJO\UHO\�RQ�LQIRUPDWLRQ�DERXW�WKHLU SRUWIROLRV��WKH DJH�DQG�FRQGLWLRQ�RI�WKH�SRZHU LQIUDVWUXFWXUHLQFOXGLQJ�WKH�SRZHU�JULGV��DQG�ULVN�DFFXPXODWLRQ�PRGHOLQJ�LQ�PDNLQJ�XQGHUZULWLQJ�GHFLVLRQV�
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:+$7�48$/,),(6�$6�$�87,/,7<�6(59,&("
$�XWLOLW\�LV�GHILQHG�DV�D�EDVLF�VHUYLFH�VXFK�DV�HOHFWULFLW\��JDV��ZDWHU��RU�WKH�FRPSDQ\�WKDWSURYLGHV�VXFK�D�VHUYLFH���$�XWLOLW\�FDQ�EH�UHJXODWHG�E\�WKH�JRYHUQPHQW�RU�SURYLGHG�E\�DSULYDWL]HG�FRPSDQ\�
6RPH�RI�WKH�PRVW�FRPPRQO\�XVHG�XWLOLW\�VHUYLFHV�DUH�

x (OHFWULFDO�3RZHUx 1DWXUDO�*DVx :DWHUx $LU�&RQGLWLRQLQJ�&KLOOHG�:DWHUx +HDWLQJx 6WHDPx 7HOHFRPPXQLFDWLRQV�6HUYLFHVx ,QWHUQHW�$FFHVVx :LGH�$UHD�1HWZRUNV��:$1��DQG�'DWD�7UDQVPLVVLRQx :DVWH�'LVSRVDO
:KLOH�WKH�IRFXV�RI�WKLV�SDSHU�LV�SULPDULO\�RQ�HOHFWULFDO�VHUYLFH��LW�LV�LPSRUWDQW�WR�XQGHUVWDQG�WKDWWKHUH�DUH�PDQ\�RWKHU�VHUYLFHV�WKDW�QHHG�WR�EH�FRQVLGHUHG��7KH�H[DPSOHV�EHORZ�GHPRQVWUDWH�KRZWKH�LQWHUUXSWLRQ�RI�WKHVH�XWLOLW\�VHUYLFHV�FRXOG�UHVXOW�LQ�ORVVHV�WR�EXVLQHVVHV�DQG�WKH�HFRQRP\�DV�DZKROH�
(OHFWULFLW\�ORVV�SRVHV�WKH�JUHDWHVW�HFRQRPLF�WKUHDW�WR�FRQVXPHUV��DQG�LV�WKH�XWLOLW\�WKDW�LV�PRVWVXVFHSWLEOH�WR�LQWHUUXSWLRQ�IUHTXHQF\�DQG�VHYHULW\���6PDOO�VFDOH�RXWDJHV�FDXVHG�E\�SRZHU�OLQHIDLOXUHV�DUH�WKH�PRVW�FRPPRQ�LQWHUUXSWLRQV���/DUJH�VFDOH�RXWDJHV�VXFK�DV�ORVV�RI�D�SRZHU�SODQW�VXEVWDWLRQ�IDLOXUH�RU�ZLGHVSUHDG�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�OLQH�IDLOXUHGXH�WR�QDWXUDO�SHULOV DUHOHVV�FRPPRQ��+RZHYHU��ODUJH�VFDOH�SRZHU�LQWHUUXSWLRQ�FDQ�EHFRPH�TXLWH�VHYHUH�IRU�FRQVXPHUVEHFDXVH�PRVW�KRPHV�DQG�EXVLQHVVHV�GRQ©W�KDYH�ORQJ�WHUP�HOHFWULFDO�VHUYLFH�EDFNXS�
1DWXUDO�JDV�LV�DQRWKHU�FRPPRQO\�XVHG�XWLOLW\���)URP�EDNHULHV�WR�PDQXIDFWXULQJ�IDFLOLWLHV��PDQ\EXVLQHVVHV�GHSHQG�RQ�QDWXUDO�JDV�WR�RSHUDWH�WKHLU�PDFKLQHU\���,I�D�JDV�OLQH�EXUVWV��EXVLQHVVHVFRXOG�IDFH�VLJQLILFDQW�ORVVHV�EHFDXVH�WKHLU�RSHUDWLRQV�ZRXOG�KDYH�WR�VKXW�GRZQ�
:DWHU�VXSSO\�GLVUXSWLRQ�RU�FRQWDPLQDWLRQ�PD\�DOVR�EH�FRQVLGHUHG�D�XWLOLW\�LQWHUUXSWLRQ�IRU�DEXVLQHVV���0DQ\�EXVLQHVVHV�GHSHQG�RQ�ZDWHU�IRU�UDZ�SURGXFW�SURFHVVLQJ�RU�IRU�FRROLQJ���3DSHUPLOOV��VWHHOZRUNV��EUHZHULHV��ODXQGU\�IDFLOLWLHV��UHVWDXUDQWV��DQG�FDIpV�DUH�MXVW�D�IHZ�H[DPSOHV�RIEXVLQHVVHV�WKDW�DUH�GHSHQGHQW�RQ�D�FRQWLQXRXV�ZDWHU�VXSSO\�
&HQWUDO�VWHDP�SODQWV�SURGXFH�DQG�VHOO�VWHDP�WR�RWKHU�ORFDWLRQV�IRU�KHDWLQJ�DQG�RU�SURFHVVLQJ�8VXDOO\��IRVVLO�IXHO�LV�EXUQHG�LQ�VWHDP�JHQHUDWRUV��ERLOHUV��WR�SURGXFH�VWHDP��ZKLFK�LV�XVXDOO\SLSHG�WR�WXUELQH�JHQHUDWRUV�WR�SURGXFH�HOHFWULFLW\���7KH�H[KDXVW�VWHDP��RU�VWHDP�H[WUDFWHG�IURPWKH�VWHDP�WXUELQH�DW�VRPH�LQWHUPHGLDWH�SUHVVXUH�OHYHO��LV�WKHQ�GLVWULEXWHG�WR�FXVWRPHUV�IRUKHDWLQJ��IRRG�SURFHVVLQJ�RU�LQGXVWULDO�SURFHVVHV���7KHVH�FHQWUDO�SODQWV�RIWHQ�SURYLGH�FKLOOHG�ZDWHUIRU�DLU�FRQGLWLRQLQJ�WR QHDUE\ ORFDWLRQV�DV�ZHOO���,I�WKH�IORZ�RI�VWHDP�LV�LQWHUUXSWHG��ORFDWLRQVFRXOG�IDFH�ORVV�RI�LQFRPH�GXH�WR�LQFOHPHQW�FRQGLWLRQV��RU�IDFH�SURGXFWLRQ�ORVVHV�
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7HOHFRPPXQLFDWLRQV�PD\�VHHP�OLNH�D�KLJK�H[SRVXUH�IRU�XWLOLW\�LQWHUUXSWLRQ�EXW�WKH�SRWHQWLDO�IRUORVV�LV�DFWXDOO\�VRPHZKDW�OLPLWHG���7KH�WHOHFRPPXQLFDWLRQV�LQGXVWU\�LV�D�ZHOO�HQJLQHHUHGQHWZRUN�WKDW�KDV�SURYHQ�WR�EH�TXLWH�UHOLDEOH���+RZHYHU��WKH�WHOHFRPPXQLFDWLRQV�LQGXVWU\�LV�QRWIRROSURRI�DQG�WKH�SRWHQWLDO�IRU�ORVV�VWLOO�H[LVWV��UHIHU�WR������,0,$�SDSHU�¦7HOHFRPPXQLFDWLRQVDQG�H�&RPPHUFH�¤�*OREDO�([SRVXUHV§��
'DWD�WUDQVPLVVLRQ�YLD�WKH�LQWHUQHW�DQG�QHWZRUNV�SUHVHQW�D�ODUJH�ORVV�SRWHQWLDO�LI�D�XWLOLW\�VHUYLFH�LVLQWHUUXSWHG���/LNH�WHOHFRPPXQLFDWLRQV��WHOHSKRQH�OLQHV�DQG�RWKHU�KLJK�VSHHG�QHWZRUNV�IHHG�WKHVHHOHFWURQLF�GDWD�VRXUFHV���/DUJH�ORVVHV�PD\�UHVXOW�LI�D�SRZHU�IDLOXUH�LQWHUUXSWV�WKH�XWLOLW\�VXSSO\�WKXV�UHQGHULQJ�LQWHUQHW�ZHEVLWHV�LQDFFHVVLEOH���,Q�DGGLWLRQ��FRPSXWHU�YLUXVHV�DUH�PRUH�DQG�PRUHFRPPRQ�DQG�LQFUHDVLQJO\�GHVWUXFWLYH���9LUXVHV�SRVH�D�VHULRXV�WKUHDW�WR�LQWHUQHW�SURYLGHUV�DQGQHWZRUNV�
:DVWH�GLVSRVDO�FDQ�EH�D�FULWLFDO�XWLOLW\�IRU�VRPH�LQGXVWULHV��DV�ZHOO���:DVWHZDWHU��D�E\SURGXFW�LQFHUWDLQ�LQGXVWULDO�PDQXIDFWXULQJ�RSHUDWLRQV��IUHTXHQWO\�QHHGV�WR�EH�GHJUHDVHG�RU�SUHWUHDWHG�IRUVDIH�GLVSRVDO���)RU�H[DPSOH��FKLFNHQ�SURFHVVLQJ�SODQWV�DQG�VODXJKWHUKRXVHV�SURGXFH�ODUJHDPRXQWV�RI�SROOXWHG�ZDVWHZDWHU�WKDW�UHTXLUHV�VSHFLDO�WUHDWPHQW���,I�WKHVH�VHUYLFHV�EHFRPHLQFDSDFLWDWHG��WKHVH�EXVLQHVVHV�ZRXOG�EH�IRUFHG�WR�VKXW�GRZQ�
+,6725,&$/�,17(55837,216
*OREDOO\��WKHUH�KDYH�EHHQ�QXPHURXV�VLJQLILFDQW�RXWDJHV�WKDW�KDYH�KDG�VHULRXV�LPSDFW�RQ�WKH�ORFDODQG�JOREDO�HFRQRPLHV���0DQ\�RI�WKH�DIIHFWHG�ORFDWLRQV�ZHUH�XQLQVXUHG�IRU�VHUYLFH�LQWHUUXSWLRQ�7UDGLWLRQDOO\��WKLV�FRYHUDJH�ZDV�GHVLJQHG�IRU�ODUJHU�LQVXUHGV��ZLWK�SULFLQJ�VWUXFWXUHG�IRU�ODUJHUULVNV���7KLV�VFHQDULR�PDGH�VHUYLFH�LQWHUUXSWLRQ�FRYHUDJH�XQDWWUDFWLYH�WR�WKH�VPDOO�FRPPHUFLDOPDUNHW���+RZHYHU��VPDOO�FRPPHUFLDO�EXVLQHVVHV�DOVR�VXIIHU�IURP�VSRLODJH�RU�EXVLQHVVLQWHUUXSWLRQ�ORVVHV� 7KRXJK�VPDOO�FRPSDUHG�WR�ODUJH�EXVLQHVV�H[SRVXUHV��VPDOO�EXVLQHVV�ORVVHVFDQ�EH�VLJQLILFDQW�
7KH�IROORZLQJ�DUH�VRPH�H[DPSOHV�RI�QRWHZRUWK\�RXWDJHV�RFFXUULQJ�ZLWKLQ�WKH�ODVW����\HDUV�
$XJXVW�6HSWHPEHU��������)ORULGD��86$
+XUULFDQHV�&KDUOLH��)UDQFLV�DQG�SRVVLEO\�,YDQ�KDYH�FUHDWHG�VLJQLILFDQW�SRZHU�RXWDJHV�RYHU�ZLGHDUHDV�RI�)ORULGD�DQG�RWKHU�QHDUE\�VWDWHV���0LOOLRQV�RI�UHVLGHQWLDO�DQG�EXVLQHVV�FXVWRPHUV�KDYHEHHQ�ZLWKRXW�SRZHU�IRU�DQ�H[WHQGHG�SHULRG�RI�WLPH���7KH�UHVXOWLQJ�ORVVHV�ZLOO�EH�ODUJHO\XQLQVXUHG�IURP�D�VHUYLFH�LQWHUUXSWLRQ�SHUVSHFWLYH�
-XO\������������+DUWIRUG��&7
$W�DSSUR[LPDWHO\�������S�P���DQ�XQGHUJURXQG�HOHFWULFDO�V\VWHP�H[SORGHG�FDXVLQJ�D�EODFNRXW�LQWKH�FHQWUDO�EXVLQHVV�GLVWULFW��DIIHFWLQJ�������ORFDWLRQV���/XFNLO\��WKH�RXWDJH�WRRN�SODFH�GXULQJ�RII�SHDN�KRXUV�DQG�PRVW�RI�WKH�DUHD©V�SRZHU�ZDV�UHVWRUHG�E\������D�P��WKH�QH[W�GD\���)LQDQFLDOLQVWLWXWLRQV�0DVV�0XWXDO�DQG�/LQFROQ�)LQDQFLDO�ZHUH�ZLWKRXW�SRZHU�IRU�RYHU����KRXUV���7KHFDXVH�RI�WKH�H[SORVLRQ�LV�VWLOO�XQGHU�LQYHVWLJDWLRQ�
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-XO\������������$WKHQV��*UHHFH
7KH�ZRUVW�EODFNRXW�*UHHFH�KDV�VHHQ�LQ����\HDUV�RFFXUUHG�WKLV�-XO\�GXULQJ�WKH�PLGGOH�RI�D�KHDWZDYH���0LOOLRQV�ZHUH�OHIW�ZLWKRXW�SRZHU���7KH�RXWDJH�ZDV�EODPHG�RQ�¦PLVPDQDJHPHQW§�RI�WKHSRZHU�JULG����7KH�EODFNRXW�ODVWHG�IRXU�KRXUV�LQ�VRPH�DUHDV�DQG�FDXVHG�HQRUPRXV�WUDIILF�MDPV�GXHWR�IDLOHG�WUDIILF�OLJKWV�DQG�VWDOOHG�HOHFWULF�WUROOH\V�
6HSWHPEHU������������5RPH��,WDO\
2ULJLQDWLQJ�IURP�D�GLVDEOHG�WUDQVPLVVLRQ�OLQH�LQ�6ZLW]HUODQG��D�ODUJH�VFDOH�EODFNRXW�RFFXUUHG�LQ,WDO\�WKDW�OHIW�DOPRVW�DOO�RI�LWV����PLOOLRQ�SHRSOH�ZLWKRXW�SRZHU���$V�GR�RWKHU�FRXQWULHV��,WDO\LPSRUWV�PRVW�RI�LWV�SRZHU���7KHUHIRUH��WKH�HQWLUH�FRXQWU\��ZLWK�WKH�H[FHSWLRQ�RI�WKH�LVODQG�RI6DUGLQLD��ZDV�DIIHFWHG�E\�WKLV�SRZHU�RXWDJH���+RVSLWDOV�DQG�WKH�9DWLFDQ�XVHG�JHQHUDWRUV���%XW�RWKHU�EXVLQHVVHV�VXIIHUHG�LQFRPH�ORVV���7KH�SXEOLF�WUDQVSRUWDWLRQ�V\VWHP�FDPH�WR�D�KDOW�OHDYLQJ�������SDVVHQJHUV�VWXFN�RQ�ERDUG�����WUDLQV�DFURVV�WKH�QDWLRQ�
6HSWHPEHU������������'HQPDUN�6ZHGHQ
$�UDUH�SRZHU�RXWDJH�LQ�6FDQGLQDYLD�FDXVHG�D�EODFNRXW�LQ�HDVWHUQ�'HQPDUN�DQG�VRXWKHUQ�6ZHGHQ�OHDYLQJ�XS�WR�DQ�HVWLPDWHG���PLOOLRQ�SHRSOH�ZLWKRXW�HOHFWULFLW\�IRU�VHYHUDO�KRXUV���$�IDXOW\WUDQVPLVVLRQ�OLQH�WKDW�UDQ�EHWZHHQ�WKH�WZR�FRXQWULHV�FDXVHG�WKH�RXWDJH�
$XJXVW������������/RQGRQ��(QJODQG
$�EULHI�SRZHU�RXWDJH�RFFXUUHG�LQ�SDUWV�RI�/RQGRQ�DQG�VRXWKHDVW�(QJODQG��SDUDO\]LQJ�VXEZD\VDQG�WUDLQV�DQG�OHDYLQJ�KXQGUHGV�RI�WKRXVDQGV�RI�SHRSOH�VWUDQGHG�ZLWKRXW�SRZHU���7KH�EODFNRXWWRRN�SODFH�GXULQJ�UXVK�KRXU�DQG�DIIHFWHG�QHDUO\�D�KDOI�PLOOLRQ�FRPPXWHUV�
$XJXVW������������8QLWHG�6WDWHV�&DQDGD
7KLV�EODFNRXW�OHIW����PLOOLRQ�SHRSOH�LQ�&DQDGD�DQG�LQ�WKH�8QLWHG�6WDWHV�ZLWKRXW�SRZHU�IRU�XS�WRWZR�GD\V���,W�EHFDPH�WKH�ODUJHVW�RXWDJH�HYHU�H[SHULHQFHG�LQ�WKH�8QLWHG�6WDWHV���7KH�HVWLPDWHGHFRQRPLF�ORVV�ZDV����ELOOLRQ���/HVV�WKDQ����ELOOLRQ�RI�WKLV�ORVV�ZDV�LQVXUHG���7KH�PDMRULW\�RIFRPSDQLHV��SULPDULO\�LQ�WKH�VPDOO�FRPPHUFLDO�VHFWRU��ZHUH�XQLQVXUHG�IRU�SRZHU�RXWDJH�ORVVHV�
�����DQG�������&DOLIRUQLD�(QHUJ\�&ULVLV
7KH�&DOLIRUQLD�(QHUJ\�&ULVLV�RI������DQG������ZDV�FDXVHG�E\�PDQ\�IDFWRUV��SULPDULO\GHUHJXODWLRQ���+RZHYHU��UDSLG�HFRQRPLF�JURZWK�DQG�SRSXODWLRQ�LQFUHDVH�LQ�WKH�UHJLRQ�ZHUH�DOVRWR�EODPH���:LWK�WKH�KXJH�ULVH�LQ�GHPDQG��WKH�VXSSO\�JULG�ZDV�WRR�IUDJLOH�WR�NHHS�XS�ZLWK�WKHLQFUHDVLQJ�ORDG���$V�D�UHVXOW��HQHUJ\�SURGXFHUV�ZHUH�VWUXJJOLQJ�WR�PHHW�WKLV�LQFUHDVLQJFRQVXPSWLRQ���7KH\�FKDUJHG�VLJQLILFDQWO\�PRUH�IRU�SRZHU�ZKLOH�GHUHJXODWLRQ�UXOHV�IL[HGFRQVXPHU�SULFHV���$OO�RI�WKHVH�IDFWRUV�EURXJKW�DERXW�YROXQWDU\�JULG�VKXWGRZQV�E\�VXSSOLHUVEHFDXVH�SRZHU�ZRXOG�KDYH�EHHQ�SXUFKDVHG�DQG�VROG�DW�D�ORVV�



�

6HSWHPEHU�����������7DLZDQ
&DXVHG�E\�DQ�HDUWKTXDNH�PHDVXULQJ�����RQ�WKH�5LFKWHU�VFDOH��7DLZDQ©V�VHPLFRQGXFWRU�LQGXVWU\VXIIHUHG�D�SRZHU�RXWDJH�UHVXOWLQJ�LQ�VLJQLILFDQW�EXVLQHVV�LQWHUUXSWLRQ�ORVVHV��7KLV�ZDV�DQHFRQRPLF�FDWDVWURSKH�WR�7DLZDQ�VLQFH�PLFURFKLSV�DFFRXQW�IRU�DERXW����SHUFHQW�RI�WKH�FRXQWU\©VH[SRUWV���2WKHU�LQGXVWULHV�ZHUH�VLJQLILFDQWO\�LPSDFWHG�E\�WKLV�SRZHU�RXWDJH�DV�ZHOO��LQFOXGLQJFKHPLFDO�DQG�PRWRU�LQGXVWULHV���7DLZDQ©V�WRWDO�HFRQRPLF�ORVV�ZDV�HVWLPDWHG�WR�EH�Þ���ELOOLRQ�6DOH�ORVVHV�IRU�WKH�VHPLFRQGXFWRU�LQGXVWU\�DORQH�ZHUH�HVWLPDWHG�WR�EH�EHWZHHQ�Þ�������PLOOLRQSHU�GD\���7KLV�RXWDJH�DOVR�FDXVHG�FRQVLGHUDEOH�FRQWLQJHQW�EXVLQHVV�LQWHUUXSWLRQ�IRU�FRPSXWHUKDUGZDUH�PDQXIDFWXUHUV���7KH�SRZHU�IDLOXUH�ODVWHG�DSSUR[LPDWHO\�VHYHQ�GD\V�LQ�WKH�+VLQFKX6FLHQFH�%DVHG�,QGXVWULDO�3DUN�
-XO\��������1HZ�<RUN�&LW\
'XULQJ�D�KHDW�ZDYH�LQ�WKH�ILUVW�ZHHN�RI�-XO\��WKRXVDQGV�RI�SHRSOH�ORVW�SRZHU�LQ�1HZ�<RUN�&LW\DQG�:HVWFKHVWHU�&RXQW\���7KH�RXWDJHV�ZHUH�VFDWWHUHG�DV�WR�WLPH��SODFH��GXUDWLRQ��DQG�QXPEHU�RIFXVWRPHUV�DIIHFWHG���7KH�PRVW�ZLGHVSUHDG�EODFNRXW�RFFXUUHG�LQ�WKH�:DVKLQJWRQ�+HLJKWV�,QZRRGQHLJKERUKRRG��ZKHUH�RQ�-XO\����&RQ�(GLVRQ�VKXW�GRZQ�HOHFWULFDO�VHUYLFH�IRU�RYHU����KRXUV�DIWHUORVLQJ�D�VHULHV�RI�VXEVWDWLRQV�LQ�WKH�DUHD�GXH�WR�DUFLQJ�
6RPH�KLJK�XVH�FXVWRPHUV��VXFK�DV&ROXPELD�3UHVE\WHULDQ�DQG�1HZ�<RUN�3UHVE\WHULDQ�+RVSLWDOV�ZHUH�ZLWKRXW�SRZHU�ORQJHU�GXH�WR�&RQ�(GLVRQ�WDNLQJ�D�VWHSSHG�DSSURDFK�WR�UHVWRULQJ�SRZHU�3RZHU�ZDV�VWDELOL]HG�WR�ORZHU�XVH�FXVWRPHUV�DQG�WKHQ�WR�WKH�KLJK�XVH�FRQVXPHUV���$IWHU�SRZHUZDV�UHVWRUHG��IRRG�DQG�PHGLFLQH�KDG�VSRLOHG�EHFDXVH�UHIULJHUDWRUV�DQG�IUHH]HUV�ZHUH�RXW�RIVHUYLFH�IRU�H[WHQGHG�SHULRGV���0HGLFDO�WLVVXH�VDPSOHV�WKDW�WRRN�\HDUV�WR�FXOWLYDWH�ZHUH�DOVRFRPSURPLVHG�GXH�WR�ORVV�RI�SRZHU�LQ�D�GHHS�FROG�VWRUDJH�FRQWDLQPHQW�XQLW���'DWD�IURPH[SHULPHQWV�ZDV�DOVR�ORVW���%RWK�KRVSLWDOV�VXIIHUHG�ODUJH�EXVLQHVV�LQWHUUXSWLRQ�ORVVHV��DV�ZHOO�DVVRPH�H[WUD�H[SHQVH�
-DQXDU\��������&DQDGD
6HYHUH�LFH�VWRUPV�SODJXHG�4XHEHF�DQG�(DVWHUQ�2QWDULR�IRU�VHYHQ�GD\V��FDXVLQJ�WKH�PRVWH[SHQVLYH�GLVDVWHU�LQ�&DQDGLDQ�KLVWRU\���/D\HUV�RI�LFH�IRUPHG�RQ�DERYH�JURXQG�WUDQVPLVVLRQOLQHV���7KH�LQFUHDVHG�ZHLJKW�RI�LFH�RQ�WKH�OLQHV�FRXSOHG�ZLWK�ZLQGV�FDXVHG�WKRXVDQGV�RI�S\ORQV�WRVQDS���$ERXW�����OLQHV�ZHUH�H[WUD�KLJK�YROWDJH�WUDQVPLVVLRQ�OLQHV�FDUU\LQJ�����N9���)LYH�RI�VL[FHQWUDO�IHHGHU�OLQHV�WKDW�FRPSULVH�WKH�ULQJ�XVHG�WR�VXSSO\�WKH�*UHDWHU�0RQWUHDO�DUHD�EXFNOHG�$OPRVW����SHUFHQW�RI�WKH�HOHFWULFDO�VXSSO\�WR�0RQWUHDO�IDLOHG���0RUH�WKDW���PLOOLRQ�SHRSOH�ZHUHZLWKRXW�SRZHU�DQG�KHDW�IRU�VHYHUDO�ZHHNV�
)RXU�NH\�IDFWRUV�FRQWULEXWHG�WR�WKH�VHYHULW\�DQG�OHQJWK�RI�WKLV�HYHQW���)LUVW��SRZHU�JHQHUDWLRQIDFLOLWLHV�ZHUH�D�VLJQLILFDQW�GLVWDQFH�DZD\���6HFRQG��RQO\�D�IHZ�WUDQVPLVVLRQ�OLQHV�VHUYH�WKH0RQWUHDO�DUHD���7KLUG��DOWHUQDWLYH�HQHUJ\�VRXUFHV��VXFK�DV�RLO�RU�JDV��DUH�UDUHO\�XVHG�LQ�4XHEHF�/DVW��WKH�XUEDQ�SRZHU�OLQHV�ZHUH�SULPDULO\�DERYH�JURXQG�H[SRVLQJ�WKHP�WR�QDWXUDO�GLVDVWHUV�
7KHUH�ZHUH���������LQVXUHG�ORVVHV�UHVXOWLQJ�IURP�WKLV�FDWDVWURSKH�WRWDOLQJ�DERXW�Þ����ELOOLRQ�7KH�PDMRULW\�RI�WKHVH�ORVVHV�ZHUH�IRRG�VSRLODJH��ZDWHU�GDPDJH�GXH�WR�IUR]HQ�SLSHV�EXUVWLQJ�DQGIDOOHQ�WUHH�OLPEV�RQ�DXWRPRELOHV�



�

-DQXDU\�����������$XFNODQG��1HZ�=HDODQG
$JH�DQG�PDWHULDO�GHIHFWV�FDXVHG�RQH�RI�WZR�����N9�XQGHUJURXQG�FDEOHV�VXSSO\LQJ�HOHFWULFLW\�WRWKH�$XFNODQG�EXVLQHVV�GLVWULFW�WR�FROODSVH���7KUHH�ZHHNV�ODWHU��WKH�VHFRQG�OLQH�IDLOHG�GXH�WR�WKHVDPH�UHDVRQV���$XFNODQG©V�ZRUVW�KHDW�ZDYH�LQ����\HDUV�ZDV�FDXVLQJ�LQFUHDVHG�GHPDQG�IRU�DLUFRQGLWLRQLQJ��LQFUHDVLQJ�WKH�ORDG�RQ�WKH�RWKHU�KLJK�YROWDJH�OLQHV���&RQVHTXHQWO\��WZR�PRUH����N9�OLQHV�RYHUORDGHG�DQG�FROODSVHG���7KLV�UHGXFHG�$XFNODQG�EXVLQHVV�GLVWULFW©V�HOHFWULFDO�VXSSO\WR�D�VLQJOH����N9�OLQH���,W�WRRN�WKUHH�ZHHNV�IRU�WKH�FDEOH�FRQQHFWLRQV�WR�EH�UHSDLUHG���7KH�WRWDOGDPDJH�ZDV�HVWLPDWHG�DW�Þ����PLOOLRQ�
6HSWHPEHU�����������0HOERXUQH��$XVWUDOLD
$�VHULHV�RI�H[SORVLRQV�RFFXUUHG�DW�WKH�RQO\�JDV�SURGXFWLRQ�IDFLOLW\�LQ�WKH�)HGHUDO�6WDWH�RI9LFWRULD���6KRUWO\�WKHUHDIWHU��WKH�JDV�VXSSO\�WR�KRXVHKROGV�DQG�FRPPHUFLDO�ORFDWLRQV�VWRSSHG�IRU���GD\V���7KH�$XVWUDOLDQ�,QGXVWU\�*URXS�HVWLPDWHG�WKDW�WKH�ORVVHV�ZHUH�PRUH�WKDQ�$����PLOOLRQSHU�GD\�IRU�WKH�ILUVW�ZHHN���6DOHV�ORVV�ZDV�HVWLPDWHG�DW�$�����ELOOLRQ���2QO\����SHUFHQW�RI�WKHDIIHFWHG�EXVLQHVVHV�FDUULHG�EXVLQHVV�LQWHUUXSWLRQ�LQVXUDQFH�DQG�PDQ\�GLG�QRW�FDUU\�FRQWLQJHQWEXVLQHVV�LQWHUUXSWLRQ�FRYHUDJH�WR�VXSSOLHUV�



�

,1'8675,(6�0267�$))(&7('�%<�87,/,7<�6(59,&(�,17(55837,216
&HUWDLQ�LQGXVWULHV�DUH�KLJKO\�YXOQHUDEOH�WR�ODUJH�ORVVHV�UHVXOWLQJ�IURP�D�XWLOLW\�VHUYLFHLQWHUUXSWLRQ���2XWOLQHG�EHORZ�DUH�KLJKOLJKWV�RQ�VSHFLILF�LQGXVWULHV�WKDW�DUH�SDUWLFXODUO\�SURQH�WRORVV�

x 6WHHOZRUNV�DQG�$OXPLQXP�3URGXFWV�0DQXIDFWXUHUVx 6HPLFRQGXFWRU�0DQXIDFWXULQJx 3ODVWLF�3URGXFW�0DQXIDFWXULQJx &KHPLFDO�0DQXIDFWXUHUVx )RRG�3URGXFW�0DQXIDFWXULQJ�6WRUDJHx +RVSLWDOV�5HVHDUFKx 3KDUPDFHXWLFDO�0DQXIDFWXULQJx 7H[WLOHVx )LQDQFLDO�,QVWLWXWLRQVx 5HWDLO�,QWHUQHW�6DOHV
6WHHOZRUNV DQG�DOXPLQXP�SURGXFWV�PDQXIDFWXULQJ�SODQWVDUH�KLJKO\�VXVFHSWLEOH�WR�XWLOLW\LQWHUUXSWLRQ�ORVVHV�GXH�WR�WKH�H[WUHPH�GHPDQGIRU�JDV�DQG�HOHFWULFLW\���0ROWHQ�PDWHULDO�TXLFNO\VROLGLILHV�ZKHQ�WKH�KHDW�VXSSO\�LV�FXW�RII��,Q�DGGLWLRQUHKHDW�IXUQDFHV�DQG�ODUJH�HOHFWULFDO�URWDWLQJHTXLSPHQW DUH�FULWLFDO�WR�SURGXFWLRQ�� /DUJH�PDQXIDFWXULQJ�SODQWV�WKDW�DUH�FRQVXPLQJ�ODUJHDPRXQWV�RI SRZHU�FDQ�DOVR�KDYH�VLQJOH�OLQHV RI�VXSSO\ IRU�JDV�RU�HOHFWULFLW\���7KLV�LQFUHDVHV�WKHSRVVLELOLW\�RI�D ODUJH XWLOLW\�LQWHUUXSWLRQ�ORVV�
6HPLFRQGXFWRU�PDQXIDFWXULQJ�LV�DQRWKHU�LQGXVWU\�WKDW�KDV�D�KLJK�XWLOLW\�LQWHUUXSWLRQ�ULVN���7KLVLQGXVWU\�XVHV�KLJKO\�VHQVLWLYH�HTXLSPHQW�DQG UHTXLUHV�D�VWDEOH�DQG�UHOLDEOH�SRZHU�VXSSO\�6LOLFRQH�FKLSV�KDYH�D�ORZ�WHPSHUDWXUH�DQG�YHQWLODWLRQ�WROHUDQFH�UDQJH�DQG�SURFHVVLQJ�FDQ�WDNH�XSWR�IRXU�ZHHNV�EHFDXVH�WKH�FKLSV�SDVV�WKURXJK�D�VHULHV�RI�GLIIXVLRQ�RYHQV�DQG�LRQ�LPSODQWHUV�(YHQ�D�VKRUW�SRZHU�RXWDJH�FDQ�GHVWUR\�D�ODUJH�DPRXQW�RI�H[SHQVLYH�SURGXFWLQ�SURFHVV�6HQVLWLYH�FOHDQ�URRPV�FDQ�EHFRPH�FRQWDPLQDWHG�ZKHQ�SRZHU�VXSSO\�LV�LQWHUUXSWHG�6HPLFRQGXFWRU�PDQXIDFWXULQJ�SODQWV�DUH�RIWHQ�ORFDWHG�LQ�VHLVPLFDOO\�DFWLYH�UHJLRQV��LQFOXGLQJ+VLQFKX�6FLHQFH�%DVHG�,QGXVWULDO�3DUN��+6%,3��LQ�7DLZDQ�DQG�6LOLFRQ�9DOOH\�LQ�WKH�8QLWHG6WDWHV���7KHVH�PDQXIDFWXULQJ�SODQWV�FDQ�DOVR�KDYH�VROHO\�VXSSOLHG�SRZHU��ZKLFK�DOVR�LQFUHDVHVWKH�ULVN�IRU�VHYHUH�XWLOLW\�LQWHUUXSWLRQ�ORVVHV�
3ODVWLF�SURGXFW�PDQXIDFWXUHUV�DUH�SDUWLFXODUO\�YXOQHUDEOH�WR�XWLOLW\�LQWHUUXSWLRQV�EHFDXVH�WKHSURFHVVLQJ�HTXLSPHQW�UHTXLUHV�H[WHQVLYH�FOHDQLQJ�IROORZLQJ�D�SRZHU�RXWDJH��DQG�FDQ�DOVR�WDNH�DORQJ�WLPH�WR�UHVWDUW�
&KHPLFDO�PDQXIDFWXUHUV�PXVW�FDUHIXOO\�FRQWURO�WKH�WHPSHUDWXUH�DQG�SUHVVXUH�RI�IHHGVWRFN���7KHHTXLSPHQW�LV�YHU\�VHQVLWLYH�DQG�PXVW�EH�PDLQWDLQHG�DW�D�SUHFLVH�WHPSHUDWXUH�IRU�SURSHUSURFHVVLQJ�
7KH�IRRG�LQGXVWU\�LV�\HW�DQRWKHU�LQGXVWU\�WKDW�KDV�D�KLJK�SRWHQWLDO�IRU�ORVV�LQ�WKH�HYHQW�RI�D�XWLOLW\LQWHUUXSWLRQ���6SRLODJH�ORVVHV�FDQ�EH�VHYHUH�IRU�IRRG�SURGXFW�PDQXIDFWXUHUV��UHWDLOHUV�DQG�ODUJHFROG�VWRUDJH�IDFLOLWLHV���/RVVHV�YDU\�GHSHQGLQJ�RQ�WKH�SURGXFWLRQ�FDSDFLW\�RI�WKH�PDQXIDFWXUHU�WKH�DPRXQW�RI�SURGXFW�VWRUHG�RQ�VLWH�DQG�KRZ�VHQVLWLYH�WKH�SURGXFW�LV�WR�WHPSHUDWXUH�FKDQJH�



��

6PDOO�UHWDLO�RSHUDWLRQV��IRRG�VWRUDJH�IDFLOLWLHV�DQG�UHVWDXUDQWV WKDW�XVH�UHIULJHUDWLRQ�DUH�SURQH�WRFRVWO\�VSRLODJH�ORVVHV�
+RVSLWDOV��HVSHFLDOO\�WKRVH�ZLWK�UHVHDUFK�IDFLOLWLHV��FDQ�IDFH�VHYHUH�LQWHUUXSWLRQ�ORVVHV�0HGLFLQHV��EORRG�DQG�RWKHU�SHULVKDEOH�SURGXFWV�FDQ�EH�FRVWO\�WR�UHSODFH���5HVHDUFK�IDFLOLWLHVRIWHQ�KDYH�\HDUV�LQYHVWHG�LQ�UHVHDUFK�WLVVXH�VDPSOHV�WKDW�FDQ�EH�GHVWUR\HG�LQ�WKH�HYHQW�RI�DQRXWDJH DQG�DUH�GLIILFXOW�WR�SURSHUO\�YDOXH�
3KDUPDFHXWLFDO�PDQXIDFWXUHUV�FDQ�SURGXFH�H[SHQVLYH�PHGLFLQHV�WKDW�DUH� KLJKO\�VXVFHSWLEOH�WRVSRLODJH���5HVHDUFK�DQG�GHYHORSPHQW�WKDW�XVH FXOWXUHV�DQG�DQLPDOV�PD\�LQFUHDVH�H[SRVXUHV WR�DODUJH�ORVV HYHQ�IURP�D�VKRUW�SRZHU�LQWHUUXSWLRQ�
7KH�WH[WLOH�LQGXVWU\�IDFHV�LQFUHDVHG�H[SRVXUH�WR�VHUYLFH�LQWHUUXSWLRQ�ORVVHV��VLQFH�WLPH�VHQVLWLYHG\LQJ�SURFHVVHV�FRXOG�UXLQ�ODUJH�UXQV�RI�PDWHULDO�LQ�WKH�HYHQW�RI�D�SRZHU�RXWDJH�
)LQDQFLDO�LQVWLWXWLRQV�FDQ�EH�IDFHG�ZLWK�FRQVLGHUDEOH�ORVV�H[SRVXUH�LQ�WKH�HYHQW�RI�DQLQWHUUXSWLRQ���0DQ\�VXFK�LQVWLWXWLRQV�UHO\�RQ�HOHFWURQLF�GDWD�WUDQVIHUV�WR�PRYH�ODUJH�DPRXQWV�RIPRQH\��VHUYLFH�LQWHUUXSWLRQ�FDQ�VKXW�WKHVH�EXVLQHVVHV�GRZQ�UHVXOWLQJ�LQ�FRVWO\�ORVVHV�
5HWDLO�RXWOHWV�KDYH�EHFRPH�YHU\�GHSHQGHQW�RQ�WHFKQRORJ\�DQG�LQWHUQHW�VDOHV�DUH�QRZ�D�ODUJH�SDUWRI�PDQ\�RSHUDWLRQV���:KDW�PLJKW�KDYH�EHHQ�D�VPDOO��UHJLRQDO�VSHFLDOW\�RUJDQL]DWLRQ�FDQ�QRZKDYH�JOREDO�UHDFK�ZLWK�QHZ�WHFKQRORJLHV�
$OO�RI�WKHVH�LQGXVWULHV�GHPRQVWUDWH�WKH�SRWHQWLDO�ORVV�VHYHULW\�WKDW�FDQ�DULVH�IURP�DQ�HOHFWULFDOVHUYLFH�LQWHUUXSWLRQ����7KLV�VWUHVVHV�WKH�QHHG�IRUDQ�XQGHUVWDQGLQJ�RI�ULVN�DQG DFFXPXODWLRQFRQWURO�ZKHQ�SURYLGLQJ�HTXLSPHQW�EUHDNGRZQ�FRYHUDJH���6HUYLFH�LQWHUUXSWLRQ�LV�DQ�LPSRUWDQWFRYHUDJH�WR�VPDOO�EXVLQHVVHV�DV�ZHOO���7KHVH�VPDOOHU�EXVLQHVVHV�FDQQRW�HDVLO\�DEVRUE�WKH�VSRLODJHORVVHV�WKDW�DUH�W\SLFDOO\�DVVRFLDWHG�ZLWK�DQ�LQWHUUXSWLRQ�RI�VHUYLFH�
/266�(;32685(6�35(6(17�'85,1*�$�6(59,&(�,17(55837,21
:KHQ�D�XWLOLW\�VHUYLFH�LV�LQWHUUXSWHG��LW�PD\�WULJJHU�D�QXPEHU�RI�FRYHUDJHV��VXFK�DV�

x 'LUHFW��RU�3K\VLFDO��'DPDJHx ,QGLUHFW�'DPDJHR %XVLQHVV�,QWHUUXSWLRQR ([WUD�([SHQVHR &RQWLQJHQW�%XVLQHVV�,QWHUUXSWLRQx 6SRLODJH
'LUHFW�GDPDJH�ORVVHV�FRPH�LQWR�SOD\�DW�WKH�RQVHW�RI�D�SRZHU�LQWHUUXSWLRQ�DV�ZHOO�DV�ZKHQ�WKHXWLOLW\�FRPHV�EDFN�RQ�OLQH���7KH�IUHTXHQF\�RI�SK\VLFDO�GDPDJH ORVVHV FDQ�LQFUHDVH�GXH�WR�SRZHUIOXFWXDWLRQV�ZKHQ�SRZHU�LV�EHLQJ�UHVWRUHG���:LWKRXW�SURSHU�VXUJH�SURWHFWLRQ�LQ�SODFH��SRRU�SRZHUTXDOLW\�LV�HVSHFLDOO\�KDUPIXO�WR�VHQVLWLYHPRGHUQ�HOHFWURQLF HTXLSPHQW�



��

'LUHFW�GDPDJH�LQFOXGHV�WKH�DFWXDO�SK\VLFDO�GDPDJH�WR�HTXLSPHQW�WKDW�UHVXOWV�IURP�D�VHUYLFHLQWHUUXSWLRQ���7KH�DPRXQW�RI�SK\VLFDO�GDPDJH�FDQ�EH�VPDOO�RU�ODUJH�DQG�GHSHQGV�RQ�WKHRFFXSDQF\�DQG�W\SHV�RI�HTXLSPHQW�XVHG�DW�WKH�ORFDWLRQ���+RZHYHU��VRPH�GHJUHH�RI�SK\VLFDOGDPDJH�LV�OLNHO\�WR�RFFXU���&RPPRQ�HTXLSPHQW�IDLOXUHV�WKDW�RFFXU�GXH�WR�HOHFWULFDO�VXUJHSUHFHGLQJ��GXULQJ��RU�DIWHU�D�SHULRG�RI�LQWHUUXSWLRQ�DUH�DLU�FRQGLWLRQLQJ�XQLWV��FRPSXWHU�V\VWHPV�VHFXULW\�DQG�SKRQH�V\VWHPV��DQG�PDQ\�RWKHU�W\SHV�RI�LQFUHDVLQJO\�VRSKLVWLFDWHG�HOHFWURQLFHTXLSPHQW�
,QGLUHFW�GDPDJH�LV�FRYHUHG�XQGHU�EXVLQHVV�LQWHUUXSWLRQ�DQG�H[WUD�H[SHQVH�FRYHUDJHV���%XVLQHVVLQWHUUXSWLRQ��RU�EXVLQHVV�LQFRPH��SURYLGHV�FRYHUDJH�IRU�LQFRPH�ORVW�ZKLOH�WKH�EXVLQHVV�LV�VKXWGRZQ�IROORZLQJ�D�XWLOLW\�LQWHUUXSWLRQ���7KH�H[WUD�H[SHQVH�FRYHUDJH�LQFOXGHV�H[SHQVHV�WKDW�ZRXOGIDFLOLWDWH�WKH�UHSDLU�RU�UHSODFHPHQW�RI�WKH�GDPDJHG�HTXLSPHQW��ZKLOH�WU\LQJ�WR�H[SHGLWH�WKHEXVLQHVV�WR�UHVXPH�RSHUDWLRQV���7KLV�FRYHUDJH�LV�LPSRUWDQW�DQG�FDQ�KHOS�UHGXFH�WKH�RYHUDOO�ORVV�LI�XVHG�SURSHUO\�
&RQWLQJHQW�EXVLQHVV�LQWHUUXSWLRQ��RU�GHSHQGHQW�SURSHUW\��FRYHUDJH�LV�VLPLODU�WR�EXVLQHVVLQWHUUXSWLRQ�FRYHUDJH��H[FHSW�LW�LV�H[WHQGHG�WR�FRYHU�WKH�ORVV�RU�GDPDJH�VXIIHUHG�E\�WKHGHSHQGHQW�SURSHUWLHV�RI�WKH�LQVXUHG��DV�ZHOO���7KH�GHSHQGHQW�SURSHUW\�FDQ�HLWKHU�EH�D�FRPSDQ\VXSSO\LQJ�RU�UHFHLYLQJ�SURGXFW�IURP�WKH�LQVXUHG���)RU�H[DPSOH��PRVW�PDQXIDFWXUHUV��HVSHFLDOO\ODUJH�PDQXIDFWXUHUV��DUH�FRQWUDFWHG�WR�VXSSO\�YDULRXV�EXVLQHVVHV�ZLWK�WKHLU�SURGXFW���,I�WKHLURSHUDWLRQ�LV�VKXW�GRZQ�GXH�WR�D�XWLOLW\�LQWHUUXSWLRQ��QRW�RQO\�GRHV�WKH�PDQXIDFWXUHU�VXIIHU�DEXVLQHVV�LQWHUUXSWLRQ�ORVV��VR�GR�DOO�RI�WKHLU�FRQWUDFWHG�YHQGRUV�
6SRLODJH�LV�DQRWKHU�LPSRUWDQW�FRYHUDJH�WKDW�PD\�DOVR�DSSO\�GXULQJ�D�XWLOLW\�LQWHUUXSWLRQ���)URPVHQVLWLYH�PDQXIDFWXULQJ�SURFHVVHV�DQG�ODUJH�IRRG�VWRUDJH�IDFLOLWLHV�WR�WKH�VPDOO�GHOLFDWHVVHQ�GRZQWKH�VWUHHW��PDQ\�EXVLQHVVHV�UHO\�RQ�UHIULJHUDWLRQ���'XULQJ�D�XWLOLW\�LQWHUUXSWLRQ��WKHVH�EXVLQHVVHVDUH�VXVFHSWLEOH�WR�ORVLQJ�ODUJH�TXDQWLWLHV�RI�SURGXFWV LQ�SURFHVV��SHULVKDEOH�JRRGV�RU�SHULVKDEOHVWRFN���3HULVKDEOH�LWHPV�DUH�W\SLFDOO\�WHPSHUDWXUH�VHQVLWLYH��7KDW�PHDQV�LI�WKH�WHPSHUDWXUH�LV�QRWPDLQWDLQHG�DW�WKH�DSSURSULDWH�OHYHO��WKH�SURGXFW�FRXOG�VSRLO�DQG�UHVXOW�LQ�ODUJH�ORVVHV�



��

*(1(5$/�,668(6�72�&216,'(5
7KHUH�DUH�PDQ\�LVVXHV�WR�FRQVLGHU�ZKHQ�XQGHUZULWLQJ�DQG�LQVXULQJ�XWLOLW\�LQWHUUXSWLRQ���6RPH�RIWKH�LPSRUWDQW�FRQVLGHUDWLRQV�IROORZ�

x 3RZHU�VXSSO\�FDSDFLW\�LQFUHDVLQJ DW�D�UDWH�VORZHU�WKDQ�GHPDQGx (FRQRPLF�JURZWKx $JH�FRQGLWLRQ�FDSDFLW\�RI�WKH�LQIUDVWUXFWXUHx 'HUHJXODWLRQ�DQG�WKH�FRVW�RI�HQHUJ\x 6HQVLWLYLW\�RI�KLJK�WHFK�HTXLSPHQWx 6HQVLWLYLW\�RI�WKH�RFFXSDQF\
$�PDMRU�FRQFHUQ LQ�WKH�8QLWHG�6WDWHV LV�WKDW�WKH�SRZHU�GHPDQG�KDV�LQFUHDVHG�URXJKO\����SHUFHQWLQ�WKH�ODVW����\HDUV�ZKLOH�WKH�VXSSO\�FDSDFLW\�KDV�RQO\�JURZQ�E\����SHUFHQW���7KLV�LV�DOVR�WKH�FDVHLQ�PDQ\�RWKHU�FRXQWULHV���,QFUHDVHG�VWUDLQ�FDQ�EH�FRPSDUHG�WR�D�ERWWOHQHFN�RI�WUDIILF�ZLWK�KDOI�RIWKH�ODQHV�RQ�WKH�KLJKZD\�VKXW�GRZQ���$�VLPLODU�VLWXDWLRQ�LV�FXUUHQWO\�SUHVHQW�LQ�,WDO\��ZKHUH�WKHHQWLUH�SRZHU�VXSSO\�LV�LPSRUWHG�IURP�DQRWKHU�FRXQWU\���)ROORZLQJ�WKH�GHYDVWDWLQJ�EODFNRXW�LQ6HSWHPEHU�RI�������,WDOLDQ�PLQLVWHUV�DSSURYHG�WKH�FRQVWUXFWLRQ�RI����QHZ�SRZHU�VWDWLRQV�WRSUHYHQW�D�VLPLODU�HYHQW�IURP�UHFXUULQJ�
(FRQRPLF�JURZWK�DQG�WKH�GHPDQG�IRU�SRZHU�LV�DOVR�D�VLJQLILFDQW�LVVXH�LQ�&KLQD���$IWHU�WKH8QLWHG�6WDWHV��&KLQD�LV�WKH�VHFRQG�ODUJHVW�FRQVXPHU�RI�HQHUJ\�LQ�WKH�ZRUOG���(QHUJ\�GHPDQG�KDVJURZQ�VLJQLILFDQWO\�LQ�UHFHQW�\HDUV��GRXEOLQJ�VLQFH�������,W�LV�H[SHFWHG�WR�WULSOH�EHWZHHQ�QRZ�DQG������UHSUHVHQWLQJ����SHUFHQW�RI�WKH�ZRUOG�HQHUJ\�GHPDQG�LQFUHDVH�
7KH�GHYHORSPHQW�RI�HPHUJHQF\�DQG�FRQWLQJHQF\�SODQV�LV�D�ZD\�WR�OLPLW�WKH�OHQJWK�DQG�HFRQRPLFLPSDFW�RI�VXSSO\�RXWDJHV���7KLV�DSSOLHV�WR�WKH�VXSSOLHUV��WKH�DXWKRULWLHV�UHVSRQVLEOH��DV�ZHOO�DV�WKHGHSHQGHQW�LQGXVWULHV�

:RUOG�0DUNHWHG�(QHUJ\�&RQVXPSWLRQ�����������

�
���
���
���
���
���
���
���

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

4XDG
ULOOLRQ

�%WX



��

7RS����(QHUJ\�&RQVXPLQJ�&RXQWULHV�LQ�����

� ��� ����� ����� ����� ����� ����� ����� �����
%UD]LO8QLWHG�.LQJGRP)UDQFH,QGLD&DQDGD*HUPDQ\5XVVLD-DSDQ&KLQD8QLWHG�6WDWHV

%LOOLRQ�N�:K
,Q�UHFHQW�\HDUV��WKH�8QLWHG�6WDWHV©�WUDQVPLVVLRQ�DQG�GLVWULEXWLRQ�JULGV�KDYH�EHHQ�KLJKO\�FULWLFL]HGIRU�EHLQJ�RXWGDWHG�DQG�QRW�SURSHUO\�PDLQWDLQHG���7KLV�LV�ODUJHO\�GXH�WR�GHUHJXODWLRQ�DQG�WKH�IDFWWKDW�FRQVXPHU�HQHUJ\�SULFHV�KDYH�GHFUHDVHG�RYHU�WKH�ODVW����\HDUV���7KH�HQHUJ\�PDUNHW�RSHUDWHVRQ�H[WUHPHO\�WKLQ�PDUJLQV��OHDGLQJ�WR�PLQLPDO�UHLQYHVWPHQW�LQWR�WKH�JULG�LQIUDVWUXFWXUH��DV�ZHOODV�RYHUORDGLQJ�WUDQVPLVVLRQ�OLQHV�WR�LQFUHDVH�SURILWV���'HUHJXODWLRQ�KDG�DOVR�OHG�WR�HOHFWULFLW\LQFUHDVLQJO\�EHLQJ�WUDQVSRUWHG�RQ�KLJK�YROWDJH�7�	�'�OLQHV�IURP�D�SURGXFHU�LQ�RQH�SDUW�RI�WKHFRXQWU\�WR�FXVWRPHUV�ZKR�OLYH�KXQGUHGV�RI�PLOHV�DZD\��LQFUHDVLQJ�WKH�FKDQFHV�IRU�PRUH�WKLQJV�WRJR�ZURQJ�
7KH�8QLWHG�6WDWHV©�JULG�LV�DOVR�FRQWUROOHG�E\�QXPHURXV��GLIIHUHQW�V\VWHPV��JLYLQJ�LW�DQ�DOPRVW¦SDWFKZRUN§�OLNH�TXDOLW\���7KH�JULG�KDV�YHU\�OLWWOH�XQLIRUPLW\��ZKLFK�OHDGV�WR�SUREOHPV�LQFRPPXQLFDWLRQ�DQG�GHOD\V�LQ�UHDFWLRQ�ZKHQ�TXLFN�DGMXVWPHQWV�WR�JULG�VXSSOLHV�DUH�FULWLFDO���7KLVSOD\HG�D�PDMRU�UROH�LQ�WKH�VFDOH�RI�WKH�$XJXVW��������� RXWDJH�
$QRWKHU�FRQFHUQ�LV�WKDW�KLJK�WHFKQRORJ\�HTXLSPHQW�XVHG�E\�EXVLQHVVHV�WRGD\�LV�EHFRPLQJLQFUHDVLQJO\�VRSKLVWLFDWHG�DQG�H[SHQVLYH���7KLV�HTXLSPHQW�LV�VHQVLWLYH�DQG�UHTXLUHV�D�FRQVLVWHQW�UHOLDEOH�HOHFWULFDO�VXSSO\���1RZ��WKLV�HTXLSPHQW�LV�PRUH�DQG�PRUH�FRPPRQ�LQ�VPDOOHU��ORZHUYDOXHG�EXVLQHVVHV�
$V�SUHYLRXVO\�VWDWHG��FHUWDLQ�VHQVLWLYH�FODVVHV�RI�EXVLQHVV�DUH�PRUH�DIIHFWHG�E\�SRZHUIOXFWXDWLRQV�WKDQ�RWKHUV��DQG�DUH�PRUH�VXVFHSWLEOH�WR�ORVVHV�ZKHQ�WKH�HOHFWULFDO�VXSSO\�LV�XQVWDEOH�7KHVH�IDFWRUV�PXVW�DOO�EH�FRQVLGHUHG�ZKHQ�FKRRVLQJ�WRXQGHUZULWH�DQG SURYLGH�VHUYLFHLQWHUUXSWLRQ�FRYHUDJH�



��

81'(5:5,7,1*�&216,'(5$7,216�$662&,$7('�:,7+�6(59,&(�,17(55837,21
6HUYLFH�LQWHUUXSWLRQ�FDQ�EH�D ODUJH�H[SRVXUH�IRU�HTXLSPHQW�EUHDNGRZQ�FDUULHUV���7KH�IROORZLQJDUH�WKH�NH\�XQGHUZULWLQJ�IDFWRUV�WR�FRQVLGHU�ZKHQ�DQDO\]LQJ�VHUYLFH�LQWHUUXSWLRQ�H[SRVXUHV�
.H\�XQGHUZULWLQJ�IDFWRUV�DUH�

x /RVV�7ULJJHUVx 'HGXFWLEOHVx 'LVWDQFH�/LPLWDWLRQx :DLWLQJ�3HULRGx 6XEOLPLWVR 6HUYLFH�,QWHUUXSWLRQR %XVLQHVV�,QWHUUXSWLRQR ([WUD�([SHQVHR &RQWLQJHQW�%XVLQHVV�,QWHUUXSWLRQx (QJLQHHULQJ�,QIRUPDWLRQ�IRU�,QGLYLGXDO�5LVNVx 5LVN�$FFXPXODWLRQx 5HLQVXUDQFH�&RQVLGHUDWLRQV
/RVV�WULJJHUV�RU�FRYHUHG�SHULOV�DUH�NH\�LQ�XQGHUZULWLQJ�VHUYLFH�LQWHUUXSWLRQ���,Q�VRPH�PDUNHWV�ZKHQ�VHUYLFH�LQWHUUXSWLRQ�FRYHUDJH�LV�SURYLGHG��FRYHUDJH�ZRXOG�EH�WULJJHUHG�RQO\�ZKHQ�DFRYHUHG�FDXVH�RI�ORVV��EHLQJ�HTXLSPHQW�EUHDNGRZQ��WDNHV�SODFH�DW�WKH�XWLOLW\���,Q�RWKHUV��VHUYLFHLQWHUUXSWLRQ�XVXDOO\�LV�QRW�UHVWULFWHG�LQ�WKLV�PDQQHU�DQG�ZRXOG�EH�FRYHUHG�IRU�DOO�FDXVHV�RI�ORVV�DWWKH�XWLOLW\��L�H��ILUH��HDUWKTXDNH��IORRG��ZLQG��VLPLODU�WR�DQ�DOO�ULVN�SROLF\���2Q RFFDVLRQ��FRYHUDJHLV�SURYLGHG�WKDW�UHTXLUHV�QR�WULJJHU�ZKDWVRHYHU��DQG�SRZHU�LQWHUUXSWLRQ�IRU�DQ\�UHDVRQ�LV�FRYHUHG�HYHQ�PDQXDO�VKXWGRZQ�
'HGXFWLEOHV�VHW�DW DSSURSULDWH�OHYHOV IRU�ULVN DUH�FULWLFDO�IRU�SURILWDEOH�XQGHUZULWLQJ�RI�WKLVFRYHUDJH��HVSHFLDOO\�IRU�HSLFHQWHU�ULVNV�DQG�RFFXSDQFLHV�WKDW�KDYH�KLJKSHULVKDEOH OHYHOV���7KH\DUH�DOVR�LPSRUWDQW�IRU�DFFXPXODWLRQ�FRQWURO�GXH�WR�WKH�IDFW�WKDW�HOHFWULFDO�RXWDJHV�DUH�IUHTXHQWDQG�VKRUW�LQ�GXUDWLRQ�
'LVWDQFH�OLPLWDWLRQV�LQ�DGGLWLRQ�WR�GHGXFWLEOHV�DUH�DOVR�IRXQG�LQ�SURSHUW\�DQG�HTXLSPHQWEUHDNGRZQ�IRUPV����7KHVH�OLPLWV�UHTXLUH�WKDW�WKH�HOHFWULFDO�HTXLSPHQW�RU�DSSDUDWXV�WKDW�VXIIHUV�DQDFFLGHQW�EH�ZLWKLQ�D�UHTXLUHG�GLVWDQFHRI�WKH�LQVXUHG���7KH\�W\SLFDOO\�UDQJH�IURP�������IHHW�WRRQH�PLOH��RU�WR�WKH�QHDUHVW�FRQWUDFWHG�XWLOLW\���,W�LV�\HW�DQRWKHU�ZD\�WR�SURYLGH�UHDOLVWLF�SURWHFWLRQWR�WKH�LQVXUDQFH�PDUNHW�DQG�WR�PDQDJH�DFFXPXODWLRQ�LVVXHV�
:DLWLQJ�SHULRGV�DUH�DOVR�D�JRRG�ZD\�WR�FRQWURO�VHUYLFH�LQWHUUXSWLRQ�H[SRVXUHV���$�ZDLWLQJ�SHULRGLV�D�FRQGLWLRQ�RI�FRYHUDJH�WKDW�UHTXLUHV�D�JLYHQ�LQWHUUXSWLRQ�WR�ODVW�RYHU�D�FHUWDLQ�SHULRG�RI�WLPHEHIRUH�FRYHUDJH�LV�WULJJHUHG���$JDLQ��WKLV�SURWHFWV�DJDLQVW�WKH�PRUH�FRPPRQ�LQWHUUXSWLRQV�RIVKRUW�GXUDWLRQ���:DLWLQJ�SHULRGV�FDQ�YDU\�IURP����WR����KRXUV�RU�PRUH�GHSHQGLQJ�XSRQ�WKHVHQVLWLYLW\�RI�WKH�RFFXSDQF\�DQG�WKH�UHOLDELOLW\�RI�WKH�SRZHU�VXSSO\�WR�WKH�IDFLOLW\�
6XEOLPLWV�DUH�DOVR�D�NH\�IDFWRU�LQ�FRQWUROOLQJ�DFFXPXODWLRQ�ZKHQ�SURYLGLQJ�VHUYLFH�LQWHUUXSWLRQFRYHUDJH���6XEOLPLWV PXVW�EH�VHW�DW�D�OHYHO�WKDW�LV�IHDVLEOH�IRU�DQ�LQVXUDQFH�SURYLGHU�WR�DVVXPH�WKH



��

ULVN�LQ�WKH�HYHQW�RI�D�ODUJH�VFDOH�RXWDJH��RU�UHLQVXUDQFH�SURWHFWLRQ�SXW�LQ�SODFH�WR�OLPLW�WKHSRWHQWLDO�H[SRVXUH�
(QJLQHHULQJ�LQIRUPDWLRQ�PXVW�EH�JDWKHUHG�WR�KHOS�XQGHUZULWHUV�DVVHVV�WKH�LQGLYLGXDO�ULVN���7KLVLQIRUPDWLRQ�DOVR�HQDEOHV�XQGHUZULWHUV�WR�PDNH�HGXFDWHG�GHFLVLRQV�RQ�ZKHUH�WR�VHW�WHUPV�DQGFRQGLWLRQV���7KLV�LQIRUPDWLRQ�PD\�LQFOXGH�

x ,V�WKHUH�PRUH�WKDQ�RQH�XWLOLW\�IHHG�WR�WKH�ORFDWLRQ"x $UH�DSSURSULDWH�VXUJH�VXSSUHVVLRQ�V\VWHPV�LQVWDOOHG�IRU�HOHFWULFDO�VHUYLFH�DQG�VHQVLWLYHHOHFWURQLF�HTXLSPHQW"x ,V�WKHUH�DQ\�HOHFWULFDO�SRZHU�JHQHUDWHG�RQ�WKH�SUHPLVHV��LQFOXGLQJ�HPHUJHQF\�JHQHUDWRUXQLWV"��,I�VR��ZKDW�NLQG DQG�FDSDFLW\"x +RZ�PDQ\�SRZHU�RXWDJHV�KDYH�WKHUH�EHHQ�LQ�WKH�SDVW�WKUHH�\HDUV"��,I�VR��ZKDW�ZDV�WKHOHQJWK�DQG�FLUFXPVWDQFHV�RI�WKH�RXWDJH"
$QVZHULQJ�WKHVH�TXHVWLRQV�KHOSV�XQGHUZULWHUV�GHWHUPLQH�FRYHUDJH�OHYHOV��VHW�DSSURSULDWHGHGXFWLEOH�OHYHOV��DQG�GHILQH�UHTXLUHG�FRQGLWLRQV�
5LVN�DFFXPXODWLRQ�LV�DQRWKHU�PDMRU�LVVXH�WR�FRQVLGHU���$FFXPXODWLRQ�RI�ULVN�FDQ�EH�GLYLGHG�LQWRWKUHH�PDLQ�FDWHJRULHV�

x +RUL]RQWDO�GLVWULEXWLRQ���WKH�VSUHDG�RI�ORFDWLRQV�RYHU�D�JLYHQ�JHRJUDSKLFDO�DUHD��RU�RQ�DVLQJOH�SODQH�x 9HUWLFDO�GLVWULEXWLRQ���WKH�DFFXPXODWLRQ�RI�ULVNV�RQ�D�VLQJOH�SK\VLFDO�ORFDWLRQ��VXFK�DV�DKLJK�ULVH�EXLOGLQJ�KRXVLQJ�QXPHURXV�LQVXUHG�ORFDWLRQV�x (SLFHQWHUV���DUH�YHU\�ODUJH�YDOXHG�ORFDWLRQV�WKDW�FDQ�EH�IRXQG�DQ\ZKHUH��ZKHWKHU�LW�LV�LQ�DUXUDO�RU�UHPRWH�DUHD RU�LQ�D�ODUJH�PHWURSROLWDQ�DUHD�

+RUL]RQWDO$FFXPXODWLRQ

9HUWLFDO$FFXPXODWLRQ

(SLFHQWHU
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5HLQVXUDQFH�SODFHPHQW�EHFRPHV�LPSRUWDQW�DIWHU�TXDQWLI\LQJ�WKH�LQGLYLGXDO�DQG�DFFXPXODWHG�ORVVH[SRVXUH��7KH�WUDGLWLRQDO�IDFXOWDWLYH�SODFHPHQW�RQ�LQGLYLGXDO�DFFRXQWV�ZLWK�ODUJH�ORVV�H[SRVXUHLV�VWLOO�QHHGHG���$QRWKHU�FRQVLGHUDWLRQ�LV�GHWHUPLQLQJ�DFFXPXODWHG�ORVVHV�ZKHQ�WKH�FRYHUDJH�LVSURYLGHG�IRU�ODUJH�QXPEHUV�RI�LQVXUHGV���5HLQVXUHUV�PXVW�XQGHUVWDQG�WKH�H[SRVXUHV�LQ�WKHSRUWIROLR�DQG�KRZ�WR�SDUWLFLSDWH�LQ�D�VHUYLFH�LQWHUUXSWLRQ�ORVV�HYHQW��5HYLHZLQJ�WUDGLWLRQDO�WUHDWLHV�H�J���H[FHVV�RI�ORVV��VWRS�ORVV��DQG�&$7�WUHDWLHV�HQVXUHV�ORVV�UHWHQWLRQ�LV�LQ�OLQH�ZLWK�WKHFRPSDQ\©V�ILQDQFLDO�SURILOH�DQG�ULVN�DSSHWLWH�
:+$7�&$1�%(�'21(�72�48$17,)<�$1'�81'(567$1'�327(17,$/�/266(;32685(6"
6HUYLFH�LQWHUUXSWLRQ�PRGHOLQJ�DQG�DFFXPXODWLRQ�FRQWURO�LV�D�FULWLFDO�WRRO�ZKHQ�LQVXULQJ�VHUYLFHLQWHUUXSWLRQ���:LWKRXW�ORVV�PRGHOLQJ��XQGHUZULWHUV�ZRXOG�KDYH�JUHDW�GLIILFXOW\�NQRZLQJ�ZKDWWKH\�DUH�H[SRVHG�WR��JLYHQ�D�VSHFLILF�HYHQW���7RGD\��XQGHUZULWHUV�DUH�DEOH�WR�TXDQWLI\�WKHLUSRUWIROLR©V�H[SRVXUH�PXFK�PRUH�SUHFLVHO\�ZLWK�PRGHOLQJ�WHFKQRORJ\����,W�HQDEOHV�LQVXUDQFHSURYLGHUV�WR�GHYHORS�DSSURSULDWH�XQGHUZULWLQJ�VWDQGDUGV�DQG�JXLGHOLQHV�WKDW�DUH�LQ�OLQH�ZLWK�WKHLUULVN�DSSHWLWH�DQG�DVVLVW�LQ�DSSURSULDWH�SODFHPHQWV�RI�UHLQVXUDQFH�FRYHUDJH�7KHVH�PRGHOV�FDQ�LQFRUSRUDWH�SK\VLFV��PHWHRURORJ\��VWDWLVWLFV�DQG�HQJLQHHULQJ��DV�ZHOO�DV�RWKHUGLVFLSOLQHV���6RPH�YDULDEOHV�WKDW�QHHG�WR�EH�WDNHQ�LQWR�DFFRXQW�ZKHQ�GHYHORSLQJ�D�VHUYLFHLQWHUUXSWLRQ�PRGHO�DUH�

x ,QLWLDWLQJ�(YHQWVx ([SRVXUHVx *HRJUDSK\x /RFDWLRQ�$FFXPXODWLRQVx *ULG�&KDUDFWHULVWLFVx 8QGHUZULWLQJ�3DUDPHWHUV
7KH�LQLWLDWLQJ�HYHQW�ZRXOG�EH�WKH�FLUFXPVWDQFHV�VXUURXQGLQJ�WKH�VXSSO\�LQWHUUXSWLRQ���7KHVHVFHQDULRV�VKRXOG�LQFOXGH�DOO�SUREDEOH�ORVV�HYHQWV�DQG�VKRXOG�FURVV�PDQ\�GLIIHUHQW�FRYHUDJH�OHYHOV�L�H��DQ�RXWDJH�ZKHUH�WKHUH�LV�QR�SK\VLFDO�GDPDJH�WR�HTXLSPHQW�YHUVXV�D�VLWXDWLRQ�ZKHUHHTXLSPHQW�LV�GDPDJHG�GXH�WR�WKH�VXSSO\�LQWHUUXSWLRQ��
([SRVXUHV ZLWKLQ�D�SRUWIROLR RU�FODVV�FRGH�GLVWULEXWLRQ�LV�DOVR�VLJQLILFDQW���7KLV�ZLOO�GHWHUPLQH�WKHVHYHULW\�RI�SRWHQWLDO�ORVVHV�EDVHG�RQ�WKH�WLPH�IURP�LQWHUUXSWLRQ�WR�VWRFN�VSRLODJH��WKH�OHYHO�RISRWHQWLDO�SURSHUW\�GDPDJH�ORVVHV��DV�ZHOO�DV�EXVLQHVV�LQFRPH�DQG�SHULVKDEOH�VWRFN�ORVVHV�
*HRJUDSK\�DQG�ORFDWLRQ�DFFXPXODWLRQV�DUH�DQRWKHU�LPSRUWDQW�FRQVLGHUDWLRQ���)DFWRUV�PXVW�EHGHYHORSHG�EDVHG�RQ�WHPSHUDWXUH�]RQHV�DQG�WKH�WLPH�RI�\HDU�ZKHQ�WKH�LQWHUUXSWLRQ�RFFXUV���7KHVHIDFWRUV�GHWHUPLQH�WKH�OHQJWK�RI�WLPH�IRU�FRQWHQWV�WR�VSRLO���/RFDWLRQ�SRSXODWLRQV�E\�UHJLRQ�DUHDOVR�D�FULWLFDO�FRQVLGHUDWLRQ�EHFDXVH�HFRQRPLF�JURZWK�KDV�FDXVHG�PRUH�DQG�PRUH�FLWLHV�WREHFRPH�GHQVHO\�SRSXODWHG��LQFUHDVLQJ�WKH�SRVVLELOLW\�IRU�QXPHURXV�ORVVHV�LQ�D�FRQFHQWUDWHG�DUHD�
7KH�FKDUDFWHULVWLFV�RI�D�SRZHU�JULG�DUH�D�NH\�YDULDEOH��WRR���7KH�JULG�FDQ�DIIHFW�WKH�SUREDELOLW\�RIDQ�RXWDJH�RFFXUULQJ��DV�ZHOO�DV�WKH�OHQJWK�DQG�VFRSH�RI�WKH�HYHQW�



��

7KH�WLPH�RI�GD\�WKH�RFFXUUHQFH�WDNHV�SODFH�VKRXOG�DOVR�EH�IDFWRUHG�LQ�WKH�PRGHO���'LG�WKH�RXWDJHKDSSHQ�GXULQJ�SHDN�RU�RII�SHDN�KRXUV"��&LUFXPVWDQFHV�RI�DQ�RXWDJH�FDQ�EH�VXEVWDQWLDOO\�GLIIHUHQWGHSHQGLQJ�RQ�ZKHWKHU�DQ�RXWDJH�WDNHV�SODFH�GXULQJ�UXVK�KRXU�YHUVXV�LQ�WKH�PLGGOH�RI�WKH�QLJKW�
.QRZOHGJH�RI�WKH�UHOLDELOLW\�RI�D�JLYHQ�VHUYLFH�SURYLGHU�RU�WKH�GHSHQGDELOLW\�LQ�D�JLYHQ�UHJLRQFDQ�JUHDWO\�LPSURYH�WKH�DELOLW\�WR�TXDQWLI\�DQ�LQVXUDQFH�SURYLGHU©V�OHYHO�RI�H[SRVXUH�DQG�FDQLQFUHDVH�ORVV�PRGHOLQJ�DFFXUDF\�
,Q�WKH�8QLWHG�6WDWHV��WKH�'HSDUWPHQW�RI�(QHUJ\�FDQ�SURYLGH�WKLV�W\SH�RI�JULG�UHOLDELOLW\LQIRUPDWLRQ���$OVR��LQIRUPDWLRQ�LV�DYDLODEOH�WKURXJK�WKH�1RUWK�$PHULFDQ�(QHUJ\�5HOLDELOLW\&RXQFLO��1(5&��
,Q�WKH�8QLWHG�.LQJGRP��WKH�HQHUJ\�PDUNHW�ZDV�GHUHJXODWHG�LQ��������&XUUHQWO\��WKH�1DWLRQDO*ULG�&RPSDQ\��ZKLFK�UHJXODWHV�DQG�RSHUDWHV�WKH�WUDQVPLVVLRQ�QHWZRUN��FDQ�RIIHU�LQIRUPDWLRQ�RQJULG�UHOLDELOLW\�
&KLQD��FXUUHQWO\�WKH�VHFRQG�ODUJHVW�HQHUJ\�FRQVXPHU�LQ�WKH�ZRUOG��LV�GHDOLQJ�ZLWK�VLJQLILFDQWSRZHU�VKRUWDJHV���,WV�UDSLGO\�JURZLQJ�HFRQRP\�LV�HVWLPDWHG�WR�GULYH�HQHUJ\�GHPDQG�DW�D�JURZWKUDWH�RI���WR���SHUFHQW�DQQXDOO\��7KLV�JURZWK�ZLOO�UHTXLUH�VHULRXV�LQYHVWPHQW�LQFRPH��PXFK�RIZKLFK�ZLOO�FRPH�IURP�IRUHLJQ�LQYHVWRUV��WR�GHYHORS�DQG�PDLQWDLQ�D�UHOLDEOH�JULG���,Q�&KLQD��WKH6WDWH�(OHFWULFDO�5HJXODWRU\�&RPPLVVLRQ��6(5&��LV�UHVSRQVLEOH�IRU�UHJXODWLQJ�WKH�VHFWRU���6(5&KDV�DOVR�JDWKHUHG�LQIRUPDWLRQ�RQ�UHJLRQDO�JULG�UHOLDELOLW\���$OVR��WKH�&KLQD�(OHFWULFDO�&RXQFLO�&(&��PD\�EH�DEOH�WR�SURYLGH�LQIRUPDWLRQ�RQ�JULG�UHOLDELOLW\�
2QFH�WKHVH�FRQVLGHUDWLRQV�DUH�IDFWRUHG�LQWR�WKH�PRGHO��VFHQDULRV�FDQ�WKHQ�EH�UXQ�EDVHG�RQPXOWLSOH�XQGHUZULWLQJ�SDUDPHWHUV�WR�PHDVXUH�WKH�LPSDFW�ZLWK�YDU\LQJ�WLPH�HOHPHQWV��GROODUDPRXQW�GHGXFWLEOHV�DQG�ZDLWLQJ�SHULRGV�
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&21&/86,21
7KH�ZRUOG�RI�VHUYLFH�LQWHUUXSWLRQ�LQVXUDQFH�FRYHUDJH�DQG�ORVV�FRQWURO�HQJLQHHULQJ�VKRXOG�IRFXVRQ�PRUH�WKDQ�MXVW�WUDGLWLRQDO�ODUJH�PDQXIDFWXULQJ�ULVNV���7HFKQRORJ\�LV�FKDQJLQJ�DOO�LQVXUHGV�DQGWKHLU�GHSHQGHQF\�RQ�XWLOLW\�SURYLGHUV�WR�NHHS�WKHLU�EXVLQHVVHV�UXQQLQJ��'HPDQG�LV�UDFLQJ�DKHDGRI�XWLOLW\�FDSDFLW\���$W�WKH�VDPH�WLPH��ORVV�SUHYHQWLRQ�HQJLQHHULQJ�IRU�XWLOLWLHV�DQG�ODUJH�ULVNV�ZLOOFRQWLQXH WR�EH YHU\�LPSRUWDQW�
7KH�FKDOOHQJH�RYHU�WKH�QH[W�ILYH�WR�WHQ�\HDUV�ZLOO�EH�WR XQGHUZULWH�DQG�HQJLQHHU�WKH�EURDG�EDVH�RIFRPPHUFLDO ULVNV�WKDW�ZLOO�GHPDQG�VHUYLFH�LQWHUUXSWLRQ�LQVXUDQFH���7KLV�LVQRW�MXVW�WKH�WRS �SHUFHQW�RI�SURSHUW\�SROLFLHV��EXW�UDWKHU�LQFOXGLQJ�HTXLSPHQW�EUHDNGRZQ�FRYHUDJH�LQ�����SHUFHQWRI SURSHUW\�SRUWIROLRV��$V�PDQ\�RI�KLVWRULFDO�RXWDJHV�LOOXVWUDWH��WKH�XQLQVXUHG�DUH�PRVW�DIIHFWHGE\�XWLOLW\�LQWHUUXSWLRQ��DQG�FRQVHTXHQWO\�LQFXU�FRVWO\�GDPDJHV���7KLV�KDV�EHHQ�HVSHFLDOO\�WUXH�IRUVPDOOHU�LQVXUHGV��EHFDXVH�VHUYLFH�LQWHUUXSWLRQ�FRYHUDJH�KDV�EHHQ�W\SLFDOO\�GHVLJQHG�IRU�ODUJHULQVXUHGV�ZLWK�KLJK�ORVV�SRWHQWLDO
8QGHUZULWHUV�PXVW�EHJLQ�GHYHORSLQJ�&$7�PRGHOLQJ�UHODWHG�WR�SURSHUW\�GDPDJH��EXVLQHVVLQWHUUXSWLRQ�DQG�H[WUD�H[SHQVH�IRU�VHUYLFH�LQWHUUXSWLRQ���&ULWLFDO�SRUWIROLR�LQIRUPDWLRQ�QHHGV�WR�EHFDSWXUHG�WR�FRPSOHWH WKLV�PRGHOLQJ���7KLV�LQIRUPDWLRQ�LQFOXGHV�

x ,QLWLDWLQJ�(YHQWVx ([SRVXUHVx *HRJUDSK\x /RFDWLRQ�'HILQLWLRQVx *ULG�&KDUDFWHULVWLFV
,W©V�FULWLFDO�WR�PHDVXUH�WKH�H[SRVXUH�GXULQJ�DQG�DIWHU�D�VHUYLFH�LQWHUUXSWLRQ�HYHQW���,QGLUHFWORVVHVGXULQJ�WKH�HYHQW�DQG�PHDVXULQJ�WKH�LQFUHDVH�LQ�GLUHFW�ORVVHV�DV�SRZHU�FRPHV�EDFN�RQ�OLQHSURYLGHV�D�SLFWXUH�RI�WKH�HQWLUH�H[SRVXUH�SLFWXUH�DQG�GHWHUPLQHV�XQGHUZULWLQJ�DSSHWLWH�DQGUHLQVXUDQFH�QHHGV�
(QJLQHHULQJ�EHFRPHV�FULWLFDO�EHIRUH�XQGHUZULWLQJ�DQ�HQWLUH�SRUWIROLR���7KLV�HQWDLOV�LGHQWLI\LQJ�WKHXWLOLW\�LQIUDVWUXFWXUH�UHODWHG�WR�WKH�ORFDWLRQV�RI�WKH�SURILOH�DQG�GHYHORSLQJ�WLPHOLQHV�IRURFFXSDQFLHV�WKDW�KDYH�D�KLJK�ULVN�IRU�VSRLODJH�DQG�EXVLQHVV�LQFRPH���7KLV�KHOSV�WR�GHYHORS�ORVVDFFXPXODWLRQ�VFHQDULRV�IRU����������DQG�����\HDU ORVV HYHQWV�
:H�DUH�WKH�H[SHUWV�LQ�HQJLQHHUHG�OLQHV���7KHUHIRUH��LW�LV�RXU�UHVSRQVLELOLW\�WR�SUHSDUH�IRU�WKHIXWXUH��EHFDXVH�LQVXUHGV�DUH�EHFRPLQJ�PRUH�DQG�PRUH�GHSHQGHQW�RQ�WHFKQRORJ\DQG�VWDEOHXWLOLWLHV WR�UXQ�WKHLU�EXVLQHVVHV��:H�QHHG�WR�VHW�WKH�VWDQGDUGV�IRU�WKH�LQGXVWU\��7KLV�LV�D�FKDOOHQJHDV�ZHOO�DV�DQ�RSSRUWXQLW\�IRU�XV�WR�EHFRPH�H[SHUWV�LQ�HVWDEOLVKLQJ�H[SRVXUH�PRGHOV��FRYHUDJH�DQGXQGHUZULWLQJ�SDUDPHWHUV�IRU�����SHUFHQW�RI�LQVXUHGV�
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([KLELW�$
([DPSOH�RI�D�5LVN�$FFXPXODWLRQ�$VVHVVPHQW
A. Blackout Analysis Overview

7KH�+6%�5LVN�$QDO\VLV�*URXS�KDV�GHYHORSHG�D�SURWRW\SH�PRGHO��7KH�%ODFNRXW�$QDO\VLV�7RRO�%$7���WR�DQDO\]H�ORVV�H[SRVXUHV�UHVXOWLQJ�IURP�XQH[SHFWHG��ZLGHVSUHDG�HOHFWULF�SRZHUEODFNRXWV���7KH�PRGHO�FDQ�HLWKHU�KHOS�FDOFXODWH�WKH�DQQXDOL]HG�H[SHFWHG�ORVV�RU�DQ�DFWXDO�ORVVFRVW�JLYHQ�DQ�DVVXPHG�EODFNRXW��,W�XVHV�DQ�DSSURDFK�YHU\�VLPLODU�WR�LQGXVWU\�VWDQGDUG�QDWXUDOFDWDVWURSKH�PRGHOV��%$7�XVHV�VLPXODWLRQ�WHFKQLTXHV�WR�SURGXFH�D�GLVWULEXWLRQ�RI�RXWFRPHV�ZLWKSUREDELOLWLHV��7KH�PRGHO�FDQ�KHOS�FDOFXODWH�JURXQG�XS�ORVVHV�RU�ORVVHV�ZLWK�YDULRXV�WLPH�EDVHG�RUDFWXDO�GROODU�GHGXFWLEOHV��,W�HPSOR\V�FODLPV�GDWD�DV�LV�SRVVLEOH��+RZHYHU��VLQFH�KLVWRULFDO�GDWD�LVVSDUVH�DQG�QRW�YHU\�ZHOO�GLVDJJUHJDWHG��ZH�UHOLHG�KHDYLO\�RQ�H[SHUW�HOLFLWDWLRQ��HVSHFLDOO\�WRGHYHORS�IDFWRUV�IRU�JULG�VWDELOLW\�DQG�WLPH�WR�VSRLODJH�IRU�GLIIHUHQW�RFFXSDQFLHV�
7KH�IROORZLQJ�EXOOHWV�SURYLGH�D�EULHI�RYHUYLHZ�RQ�KRZ�WKH�PRGHO�IXQFWLRQV��KRZ�ULVN�IDFWRUVZHUH�GHYHORSHG�DQG�LQFRUSRUDWHG��DQG�WKH�YDULDEOHV�DYDLODEOH�WR�SHUIRUP�¨ZKDW�LI©�DQDO\VHV���6HH$QQH[���IRU�D�FKDUW�GHSLFWLQJ�WKH�UHODWLRQV�RI�PRGHO�LQSXWV��SDUDPHWHUV�DQG�RXWSXWV��

x ([SRVXUHV)RU�HDFK�W\SH�RI�LQLWLDWLQJ�HYHQW��WKH�PRGHO�FDQ�KHOS�FDOFXODWH�WKH�H[SHFWHG�DQQXDOIUHTXHQF\�DQG�VHYHULW\�RI�DSSOLFDEOH�SURSHUW\�GDPDJH��EXVLQHVV�LQWHUUXSWLRQ�DQG�VSRLODJHFODLPV�EDVHG�RQ�JULG�VWDELOLW\��RFFXSDQF\�JURXS��H[SRVXUH�FKDUDFWHULVWLFV��HVWLPDWHGOHQJWK�RI�WKH�RXWDJH�DQG�WKH�RWKHU�UHOHYDQW�YDULDEOHV�GHWDLOHG�LQ�WKH�IROORZLQJ�JURXSV�R 3URSHUW\�GDPDJHR %XVLQHVV�LQWHUUXSWLRQR &RQVHTXHQWLDO��VSRLODJH�
x *HRJUDSK\6LQFH�JULG�UHOLDELOLW\�YDULHV�JHRJUDSKLFDOO\��WKH�PRGHO�DFFRXQWV�IRU�WKHVH�YDULDWLRQV�E\DVVLJQLQJ�JULG�E\�JULG�SRVWXODWHG�EODFNRXW�UDWHV��$Q�H[SHUW�HOLFLWDWLRQ�SURFHVV�ZDV�XVHG�WRGHWHUPLQH�WKHVH�UDWHV���7KH�UROOLQJ����\HDU�JULG�FRQGLWLRQ�SURMHFWLRQV�GHYHORSHG�E\�WKH1RUWK�$PHULFDQ�(QHUJ\�5HOLDELOLW\�&RXQFLO��1(5&��ZHUH�XVHG�DV�WKH�SULQFLSDOLQIRUPDWLRQ�EDVH�WR�NHHS�WKH�HYDOXDWLRQ�FRQVLVWHQW�DFURVV�GLIIHUHQW�JULGV��6LQFH�DPELHQWWHPSHUDWXUH�FDQ�DIIHFW�VSRLODJH�WLPHV��WKH�PRGHO�LQFOXGHV�IDFWRUV�IRU�GLIIHUHQWWHPSHUDWXUH�]RQHV�DQG�WLPH�RI�\HDU��%$7�FDQ�PRGHO�EODFNRXW�HIIHFWV�LQ�D�JULG�VXE�UHJLRQ�%$7�XVHV�D�VLPSOLILHG�DSSURDFK�RI�SHUPLWWLQJ�WKH�XVHU�WR�UHGXFH�WKH�QXPEHU�RI�DFWXDOORFDWLRQV�E\�VHOHFWLQJ�D�SHUFHQWDJH�UDQJH�RI�WKH�DIIHFWHG�JULG�WR�DSSUR[LPDWH�WKH�LPSDFWRI�D�SDUWLDO�JULG�EODFNRXW�1(5&�JULG�DUHDV�R $SSUR[LPDWLRQ�RI�JHRJUDSKLF�H[WHQW�RI�RXWDJH�ZLWKLQ�JULGVR :HDWKHU�]RQHVR ,QVXUHG�ORFDWLRQ�]LS�FRGHV
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x /RFDWLRQ�'HILQLWLRQV%$7�LQFOXGHV�HTXLSPHQW�DQG�FRQWHQW�SURILOHV�IRU�RFFXSDQF\�JURXSV�WKDW�DUH�VLPLODU�WR+6%©V�VWDQGDUG�H[SRVXUH�JURXSV��.H\�SDUDPHWHUV�IRU�HDFK�JURXS�LQFOXGH�R +6%�RFFXSDQF\�H[SRVXUH�JURXSVR /HQJWK�RI�WLPH�XQWLO�VSRLODJH�RFFXUVR 3URSHUW\�GDPDJH�ORVV�FRVWVR %XVLQHVV�LQWHUUXSWLRQ�ORVV�FRVWVR 6SRLODJH�ORVV�FRVWV
x *ULG�FKDUDFWHULVWLFV$QQXDO�IDLOXUH�UDWHV�IRU�HDFK�JULG�ZHUH�REWDLQHG�E\�H[SHUW�HOLFLWDWLRQ��UHO\LQJ�KHDYLO\�RQWKH�1(5&�5HOLDELOLW\�$VVHVVPHQW�5HSRUWV��6LQFH�WKH�EODFNRXW©V�WLPH�RI�GD\�FDQ�DIIHFWJURXQG�XS�EXVLQHVV�LQWHUUXSWLRQ��XVHUV�FDQ�VHOHFW�SHDN�RII�SHDN�LQLWLDWLRQ�E\�H[SRVXUHJURXS���2WKHU�FRQVLGHUDWLRQV�LQFOXGH�R $QQXDO�RXWDJH�UDWHR /HQJWK�RI�RXWDJHR )DLOXUH�RFFXUUHQFH�GXULQJ�SHDN�RII�SHDN�EXVLQHVV�KRXUV
x 8QGHUZULWLQJ�SDUDPHWHUV%HFDXVH�RI�WKH�WLPH�GHSHQGHQW�QDWXUH�RI�VSRLODJH�DQG�EXVLQHVV�LQWHUUXSWLRQ�FODLPV��WKHPRGHO�FDQ�YDU\�WLPH�GHGXFWLEOHV�WR�KHOS�DVVHVV�WKHLU�LPSDFW�IRU�D�JLYHQ�H[SRVXUH�JURXS�QXPEHU�RI�LQVXUHG�ORFDWLRQV�DQG�SUREDELOLW\�RI�EODFNRXW��7KH�PRGHO�GHIDXOWV�WR�SURGXFLQJJURXQG�XS�ORVVHV��EXW�WLPH�EDVHG�ZDLWLQJ�SHULRGV�DQG�DQ\�GROODU�GHGXFWLEOH�FDQ�EHLPSRVHG���2WKHU�SDUDPHWHUV�LQFOXGH�R 7LPH�EDVHG�ZDLWLQJ�SHULRG��IRU�EXVLQHVV�LQWHUUXSWLRQ�DQG�VSRLODJH�R 'ROODU�GHGXFWLEOHV

�� %ODFNRXW�$QDO\VLV��&RQGLWLRQDO�/RVV�$QDO\VLV�
7KH�%ODFNRXW�$QDO\VLV�7RRO�GHVFULEHG�LQ�VHFWLRQ�$�ZDV�XVHG�WR�VWXG\�WKLV�SRUWIROLR©V�HOHFWULFDOEODFNRXW�VHUYLFH�LQWHUUXSWLRQ�H[SRVXUH�
7RWDO�LQ�IRUFH�LQVXUHG�ORFDWLRQV��������/RFDWLRQ�GLVWULEXWLRQ�E\�5HJLRQV�

5HJLRQ 1XPEHU�RI�/RFDWLRQV� ������� ����� ����
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/RFDWLRQ�GLVWULEXWLRQ�E\�WRS�VWDWHV�
6WDWH 1XPEHU�RI�/RFDWLRQV1< ������3$ ������1- �����0$ �����0, �����9$ �����01 �����$/ �����1& �����&7 �����0' �����5HJLRQV�ORRN�XS�

5HJLRQ 1(5&�6XE�UHJLRQV 6WDWHV� ,62�1( 1+��0(�97��&7��0$��5,�,62�1< 1<0$$& 1-��3$��0'��'(��'&(&$5 0,��,1��2+��.<��:9$0$,1 :,��,/��02��,$9$&$5 9$��1&��6&� 79$ 716287+(51 06��$/��*$(17(5*< $5��/$633�6287+(51 2.�$=10619 $=��10� 1:33 ,'��07��87503$ :<��&20$33�86 1'��01��6'��1(�633�1257+(51 .6� 1:33 :$��25��19� ,62�&$ &$� ,62�)/25,'$ )/� (5&27 7;
,QVXUHG�ORFDWLRQ�GLVWULEXWLRQ�������SHUFHQW�RI�WKH�ORFDWLRQV����������DUH�LQ�WKH�SXEOLF�DVVHPEO\�H[SRVXUH�JURXS��7KLV�H[SRVXUHJURXS�KDV�KLJK�EXVLQHVV�LQWHUUXSWLRQ�H[SRVXUHV��ZKLOH�VSRLODJH�DQG�SURSHUW\�GDPDJH�H[SRVXUHVDUH�PRGHUDWH��5HWDLO�IRRG�DFFRXQWV�IRU�����SHUFHQW�RI�WKH�ORFDWLRQV��5HWDLO�IRRG�KDV�KLJK�VSRLODJHDQG�EXVLQHVV�LQWHUUXSWLRQ�H[SRVXUHV�ZKLOH�SURSHUW\�GDPDJH�H[SRVXUH�LV�PRGHUDWH��7KH�UHVW�RI�WKHORFDWLRQV�������SHUFHQW�RI�WKH�ORFDWLRQV��������DUH�GLVWULEXWHG�ZLWKLQ�WKH�OLJKW�PDQXIDFWXULQJ�DQGKHDY\�LQGXVWU\�H[SRVXUH�JURXSV���6HH�$QQH[���IRU�WKH�H[SRVXUH�JURXS�ORRN�XS�WDEOH�
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7KH�SRUWIROLR©V�LQVXUHG�ORFDWLRQV�DUH�DOORFDWHG�LQ�5HJLRQ������DQG����7KLV�DQDO\VLV�PRGHOV�WKHH[WHQW�RI�WKH�RXWDJH�ZLWK�D�ORJ�QRUPDO�GLVWULEXWLRQ�ZLWK�D�PLQLPXP�RI����SHUFHQW�DQG�PD[LPXPRI�����SHUFHQW�RI�WKH�JULG�DIIHFWHG��$V�QRWHG�EHIRUH��WKLV�DQDO\VLV�DSSUR[LPDWHV�WKH�FRQGLWLRQDOORVVHV�IRU�WKRVH�WKUHH�UHJLRQV��7KH�FRQGLWLRQDO�ORVV�LV�WKH�ORVV�HVWLPDWH�IRU�D�JLYHQ�ZLGHVSUHDGSRZHU�RXWDJH��:H�DVVXPH�WKDW�UHJLRQV�DUH�QRW�LQWHUUHODWHG��7KXV��ORVVHV�ZLWKLQ�HDFK�UHJLRQ�ZHUHFRQVLGHUHG�VHSDUDWHO\�
7KH�DJJUHJDWH�EODFNRXW�DQDO\VLV�UHVXOWV�DUH�RXWOLQHG�EHORZ��,W�LV�FRPSRVHG�RI�RQ�SUHPLVHV�DQGRII�SUHPLVHV�ORVVHV���2Q�SUHPLVHV�ORVVHV�LQFOXGH�SURSHUW\�GDPDJH�ORVV��VSRLODJH�DQG�EXVLQHVVLQWHUUXSWLRQ�ORVVHV�IROORZLQJ�WKH�SURSHUW\�GDPDJH���2II�SUHPLVHV�ORVVHV�DUH�HVWLPDWHV�RI�ORVVHVFDXVHG�E\�FRYHUHG�VHUYLFH�LQWHUUXSWLRQ��RII�SUHPLVHV�REMHFWV�IDLOXUH���,W�LQFOXGHV�RII�SUHPLVHVEXVLQHVV�LQWHUUXSWLRQ�ORVV�DQG�VSRLODJH�ORVV�
'HILQLWLRQV�D� ���SHUFHQWLOH�ORVV�¤����SHUFHQW�FKDQFH�WKDW�WKH�DJJUHJDWH�ORVV�ZLOO�H[FHHGWKLV�ORVV�YDOXH���H�J������SHUFHQWLOH�ORVV�LV���0�PHDQV�WKDWWKHUH�LV����SHUFHQW�FKDQFH�WKDW�WKH�ORVV�ZLOO�H[FHHG���0�RUWKHUH�LV����SHUFHQW�FKDQFH�WKDW�WKH�ORVV�ZLOO�EH�VPDOOHU�WKDQ��0���,W�FRXOG�DOVR�EH�LQWHUSUHWHG�DV�WKH����\HDU�HYHQW�ORVV�
$JJUHJDWH�/RVV�6XPPDU\�¤�ZLWK�QR�ZDLWLQJ�SHULRG��/RVVHV�DUH�IURP�D�VLQJOH�ZLGHVSUHDGRXWDJH�LQ�HDFK�UHJLRQ�

'HVFULSWLRQ 3FW�������<HDU� 3FW�������<HDU� 3FW��������<HDU�5HJLRQ�� ���������� ���������� ����������5HJLRQ�� �� ������� ��������5HJLRQ�� �� ������� �������
$JJUHJDWH�/RVV�6XPPDU\�¤�ZLWK����KRXUV�ZDLWLQJ�SHULRG��/RVVHV�DUH�IURP�D�VLQJOHZLGHVSUHDG�RXWDJH�LQ�HDFK�UHJLRQ�

'HVFULSWLRQ 3FW�������<HDU� 3FW�������<HDU� 3FW��������<HDU�5HJLRQ�� �������� �������� ����������5HJLRQ�� �� ������� �������5HJLRQ�� �� ������� �������
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([SRVXUH�*URXS�/RRN�8S�
3XEOLF�$VVHPEO\7�9��	�5DGLR�&RPPXQLFDWLRQV&RPSXWHU�6HUYLFHV��1�2�&'DWD�3URFHVVLQJ�2SHUDWLRQV&RPSXWHU�6RIWZDUH�'HYHORSHU

)LOP�3URFHVVLQJ��3KRWR�)LQLVKLQJ�3URFHVVLQJ5DGLRORJLFDO�	�'LDJQRVWLF�6HUYLFHV&OLQLFV'HQWLVWV��2IILFHV�'RFWRUV��2IILFHV�+HDOWK�6HUYLFHV��1�2�&�6KHOWHUV��0HQV�:RPHQV
'U\�&OHDQLQJ��/DXQGULHV�	�&ORWKHV�'\LQJ/DXQGURPDWV��6HOI�6HUYLFH
2IILFH�%XLOGLQJ��2ZQHU��2IILFHV��2ZQHU%DQNV&DU�:DVKHV*DUDJHV��$XWR���6HUYLFH�6WDWLRQV:DUHKRXVH��1RQ��5HIULJ��6WRUHV��:LWKRXW�)RRG�
$XWR�6DOHV��7UXFN�6DOHV��&DU�6DOHV$SDUWPHQWV��&RQGRPLQLXPV6FKRROV��1RW�&ROOHJHV&KXUFKHV3XEOLF�$VVHPEO\��1�2�&�0RELOH�+RPH�3DUNV3ULVRQV0XQLFLSDOLWLHV7HOHFRPPXQLFDWLRQV��5HJLRQDO
7HOHFRPPXQLFDWLRQV��/RFDO���XVH����
7HOHFRPPXQLFDWLRQV��&HOO���XVH����,QWHUQHW�6HUYLFH�3URYLGHUV
&RQVWUXFWLRQ��%ULGJH��*HQHUDO��5RDG
%XV�/LQH�7HUPLQDOV��7HUPLQDOV��%XV�/LQH
$LUOLQH�7HUPLQDOV��7HUPLQDOV��$LUOLQH
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7XJERDW�2SHUDWLRQV5DLOURDG�7HUPLQDOV7HUPLQDOV��1�2�&���1DYLJDWLRQ�1�2�&���7UDQVSRUWDWLRQ��1�2�&�$FFRXQWLQJ�6HUYLFHV,QVXUDQFH�$JHQW��5HDO�(VWDWH�$JHQW/HJDO�6HUYLFHV2IILFHV��7HQDQW�2QO\��1�2�&�&RQVXOWDQWV%XLOGLQJ�&RQWUDFWRU(OHFWURQLF�&UHGLW�DQG�)LQDQFLDO�6HUYLFHV$PXVHPHQW�3DUNV%RZOLQJ�$OOH\V$UW�*DOOHULHV��0XVHXPV5DFH�7UDFNV6NL�5HVRUWV��2SHUDWLRQV6WDGLXPV6ZLPPLQJ�3RROV��&OXEV7KHDWHUV5HWDLO�)RRG 6KRSSLQJ�&HQWHUV��6WULS6KRSSLQJ�&HQWHUV��0DOO
&RQYHQLHQFH�6WRUHV��)LVK 0DUNHW��)UR]HQ�)RRG�6WRUHV��,FH�&UHDP�3DUORU��0HDW�0DUNHW�%XWFKHUV��%XWFKHU�6KRS��)RRG�6WRUHV��5HWDLO��*URFHU\�6WRUHV��6XSHUPDUNHWV
$PXVHPHQWV�1�2�&���5HVRUWV��1�2�&�&ROOHJHV�	�8QLYHUVLWLHV+RWHOV��0RWHOV5HVWDXUDQW)XQHUDO�+RPHV&RXQWU\�&OXEV&DVLQRV
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%%OODFNRXDFNRXW�W�$$QDQDOO\V\VLLV�V�77RRRROO $QQH[���5HY���������%$%$7�37�3UURFHRFHVVVV

%$7�0RGHO

1(5&
,62�,QIRUPDWLRQ

([SHUW(OLFLWDWLRQ
%ODFNRXW$QDO\VLV�7RRO�%$7�

/RFV

:HDWKHU=RQHV

$QQXDOL]HGH[SHFWHGIUHTXHQF\ $QQXDOL]HGH[SHFWHGVHYHULW\
/RVV�GXH�WR�DQRFFXUUHG�EODFNRXW
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