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7KLV�SDSHU�H[DPLQHV�WKH�ILQDQFLDO�VHFWRU�UHIRUP�H[SHULHQFH�RI�%DQJODGHVK�
,W�ILQGV�WKDW�ZKLOH�WKHUH�KDYH�EHHQ�VRPH�LPSURYHPHQWV�LQ�FRPSHWLWLRQ�DQG
HIILFLHQF\�� ORDQ� GHIDXOWV� VWLOO� UHPDLQ� D� VLJQLILFDQW� SUREOHP�� ,W� DOVR� ILQGV
XUEDQ� ELDV� LQ� ORDQ� DOORFDWLRQ� DQG� VKLIW� RI� UHVRXUFHV� DZD\� IURP� WKH� UXUDO
VHFWRU�� 7KH� PDLQ� REVWUXFWLRQ� LQ� WKH� DUHD� RI� ORDQ� UHFRYHU\� LV� SROLWLFDO
LQWHUIHUHQFH�� ,W�SURYLGHV�D�SULQFLSDO�DJHQW�H[SODQDWLRQ�RI� WKH�EHKDYLRXU�RI
SROLWLFLDQV�� 7KH� SDSHU� FRQFOXGHV� WKDW� HIIHFWLYH� LPSOHPHQWDWLRQ� RI� DQ
RSWLPDO�SROLF\�PL[�GHSHQGV�RQ�FRPSOH[�SROLWLFDO�DQG�LQVWLWXWLRQDO�IDFWRUV²
ERWK� IRUPDO� DQG� LQIRUPDO�� ,W� DJXHV� WKDW� ZLWKRXW� PRUDO� QRUPV� WKDW� JXLGH
WUDQVDFWLRQV� DPRQJ� VRFLDO� DJHQWV�� GRQRU� DJHQF\�HQJLQHHUHG� IRUPDO
LQVWLWXWLRQDO� UHIRUPV�EHFRPH�PHDQLQJOHVV��7KH�SDSHU� HPSKDVL]HV� WKH� UROH
RI� FLYLO� VRFLHW\� RUJDQL]DWLRQV� LQ� FUHDWLQJ� DQG� PDLQWDLQLQJ� HWKLFDO� VRFLDO
EHKDYLRXU�� HVSHFLDOO\� ZKHQ� VWDWH� DJHQWV� WKHPVHOYHV� DUH� LQYROYHG� LQ
IUDXGXOHQW�DFWLYLWLHV��,Q�WKH�DEVHQFH�RI�JHQHUDOL]HG�PRUDOLW\�DQG�LQ�D�VRFLHW\
ZKHUH�WUDQVDFWLRQV�DUH�VWLOO�JXLGHG�SUHGRPLQDQWO\�E\�UHODWLRQVKLSV��SHUKDSV
PDUNHW�RULHQWHG�SROLF\�UHIRUP�PD\�LQFUHDVH�WUDQVDFWLRQV�FRVW�
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«� HWKLFDO� HOHPHQWV� HQWHU� LQ� VRPH� PHDVXUH� LQWR� HYHU\� FRQWUDFW�
ZLWKRXW� WKHP�� QR� PDUNHW� FRXOG� IXQFWLRQ�� 7KHUH� LV� DQ� HOHPHQW� RI
WUXVW� LQ�HYHU\� WUDQVDFWLRQ��«�,W� LV�QRW�DGHTXDWH� WR�DUJXH� WKDW� WKHUH
DUH� HQIRUFHPHQW�PHFKDQLVPV�� VXFK�DV�SROLFH�DQG� WKH� FRXUWV�� WKHVH
DUH�WKHPVHOYHV�VHUYLFHV�ERXJKW�DQG�VROG��DQG�LW�KDV�WR�EH�DVNHG�ZK\
WKH\�ZLOO�LQ�IDFW�GR�ZKDW�WKH\�KDYH�FRQWUDFWHG�WR�GR�

$UURZ����������

)LQDQFLDO� VHFWRU� UHIRUP� LV� SDUW� RI� WKH� UHIRUP� DJHQGD� RI� WKH� VR�FDOOHG

:DVKLQJWRQ� FRQVHQVXV
�� 7KLV� KDV� EHHQ� RQH� RI� WKH� FRQGLWLRQDOLWLHV� RI� WKH
,0)�:RUOG�%DQN� VWUXFWXUDO� DGMXVWPHQW� SURJUDPPH�� 7KLV� SDSHU�� E\� XVLQJ
WKH� H[DPSOH�RI�%DQJODGHVK��KLJKOLJKWV� WKH� IDFW� WKDW�ZKLOH� FRQGLWLRQDOLWLHV
PD\�EH�HIIHFWLYH�LQ�EULQJLQJ�DERXW�VRPH�FKDQJHV�LQ�IRUPDO�LQVWLWXWLRQV��WKH
RXWFRPH�RI�DQ\�UHIRUP�GHSHQGV�RQ�PXFK�PRUH�FRPSOH[�IDFWRUV�LPEHGGHG
LQ� VRFLHWDO� SROLWLFV� DQG� FXOWXUH� JXLGHG� E\� LQIRUPDO� LQVWLWXWLRQV� KLWKHUWR
LJQRUHG� LQ� WKH� QHRFODVVLFDO� OLWHUDWXUH�� 7KH� SUREOHP� RI� ILQGLQJ� DQ� RSWLPDO
SROLF\�PL[� LV� D� WHFKQLFDO� LVVXH� ZKLFK� LV� PXFK� HDVLHU�� HVSHFLDOO\� IRU� ODWH
LQGXVWULDOL]LQJ�FRXQWULHV�ZKR�GR�QRW�KDYH�WR�UH�LQYHQW�WKH�ZKHHO��&RQWUDU\
WR� WKH�EHOLHI�RI�QHRFODVVLFDO�HFRQRPLFV�� WKH� LPSOHPHQWDWLRQ�RI�DQ�RSWLPDO
SROLF\�PL[�DQG�WKHLU�RXWFRPHV�DUH�QRW�DQ�DXWRPDWLF�PDWWHU��WKH\�GHSHQG�RQ
SROLWLFDO� DQG� LQVWLWXWLRQDO� IDFWRUV²ERWK� IRUPDO� DQG� LQIRUPDO�� 7KH
H[SHULHQFH� ZLWK� WKH� ILQDQFLDO� VHFWRU� UHIRUP� SURJUDPPH� LQ� %DQJODGHVK
EULQJV�RXW�WKH�IDFW�WKDW�ZLWKRXW�HWKLFDO�QRUPV�WKDW�JXLGH�WUDQVDFWLRQV�DPRQJ
VRFLDO�DJHQWV��VWDWH�HQJLQHHUHG�UXOHV�EHFRPH�PHDQLQJOHVV��7KH�SDSHU�EHJLQV
ZLWK�D�EULHI�DFFRXQW�RI�GHYHORSPHQWV�OHDGLQJ�WR�WKH�SDUDGLJP�RI�ILQDQFLDO
VHFWRU�UHIRUP�

,, ),1$1&,$/�6(&725�5()250��$�3$5$',*0�6+,)7

7KH� HDUO\� GHYHORSPHQW� HFRQRPLVWV� VDZ� XQGHUGHYHORSPHQW� DV� SULPDULO\� D
UHVXOW� RI� PDUNHW� IDLOXUH�� 7KXV�� WKH� SROLF\� SUHVFULSWLRQ� ZDV� WR� LPSRVH
HFRQRPLF� UHJXODWLRQ� RQ� WKH� ILQDQFLDO� PDUNHW� LQ� WKH� IRUP� RI� LQWHUHVW� UDWH
FHLOLQJV�� D� VLWXDWLRQ� RIWHQ� UHIHUUHG� WR� DV� 
ILQDQFLDO� UHSUHVVLRQ
��� +RZHYHU�
WKLV�SROLF\�VWDQFH�FDPH�XQGHU�VHYHUH�FULWLFLVPV�ZLWK�WKH�SXEOLFDWLRQ�RI�WZR
VHPLQDO� ZRUNV� E\� 0F.LQQRQ� ������� DQG� 6KDZ� �������� 7KH� 6KDZ�



�

0F.LQQRQ�FRQWULEXWLRQV�JHQHUDWHG�D�QHZ�RUWKRGR[\��ILQDQFLDO� 
GHHSHQLQJ

RU� GHYHORSPHQW� LV� DQ� HVVHQWLDO� LQJUHGLHQW� RI� WKH� SURFHVV� RI� FDSLWDO
DFFXPXODWLRQ� DV� UHIOHFWHG� LQ� VDYLQJV� DQG� LQYHVWPHQW� UDWLRV� DQG� WKHLU
SURGXFWLYLW\�� 7KLV� LQ� WXUQ� FRQWULEXWHV� WR� HFRQRPLF� JURZWK�� )LQDQFLDO
GHHSHQLQJ� LV� EHVW� IDFLOLWDWHG� E\� D� FRPSHWLWLYH� ILQDQFLDO� V\VWHP� LQ� ZKLFK
LQWHUHVW�UDWHV�DUH�PDUNHW�GHWHUPLQHG�DQG�LQ�ZKLFK�WKHUH�LV�DQ�DEVHQFH��RU�DW
OHDVW� LQVLJQLILFDQFH�� RI� DGPLQLVWUDWLYHO\�GULYHQ� VHOHFWLYH� FUHGLW� DOORFDWLRQ�
7KH�SROLF\�PHVVDJH�WKDW�IROORZV�IURP�WKLV�SDUDGLJP�LV�FOHDU��%RWK�ILQDQFLDO
DQG�UHDO�VHFWRU�GHYHORSPHQW�UHTXLUH�D�FRPSUHKHQVLYH�SDFNDJH�RI�ILQDQFLDO
OLEHUDOL]DWLRQ�WKDW�IUHHV�XS�LQWHUHVW�UDWHV�WR�WKHLU�PDUNHW�FOHDULQJ�OHYHOV�DQG
HOLPLQDWHV�DGPLQLVWUDWLYHO\�GHWHUPLQHG�VHOHFWLYH�FUHGLW�DOORFDWLRQ��

7KH� K\SRWKHVLV� RI� ILQDQFLDO� OLEHUDOL]DWLRQ� DSSHDUHG� WR� H[HUW� TXLWH� D
FRQVLGHUDEOH� LQIOXHQFH� RQ� SROLF\� GHYHORSPHQWV� LQ� LQGXVWULDOL]LQJ� QDWLRQV�
$V�+DQQD�����������QRWHV�

7KHRULHV�RI� WKH� OLQN�EHWZHHQ� ILQDQFLDO� SHUIRUPDQFH� DQG� HFRQRPLF
JURZWK�� SDUWLFXODUO\� DV� DGYDQFHG� E\�0F.LQQRQ� ������� DQG� 6KDZ
��������KDYH�EHHQ�WKH�EDVLV�IRU�D�VHULHV�RI�ILQDQFLDO�UHIRUPV�DURXQG
WKH� ZRUOG�� PRVW� SURPLQHQWO\� LQ� WKH� 6RXWKHUQ� &RQH� RI� /DWLQ
$PHULFD��EXW�DOVR�LQ�7XUNH\��SDUWV�RI�$IULFD�DQG�(DVW�$VLD���

7KH� HQWKXVLDVP� WKDW� JUHHWHG� WKH� ILQDQFLDO� OLEHUDOL]DWLRQ� K\SRWKHVLV� KDV
WXUQHG� WR� EH� RYHUO\� RSWLPLVWLF� DQG� VRPHZKDW� QDLYH�� 7R� EHJLQ� ZLWK�� WKH
HPSLULFDO�IRXQGDWLRQ�RI�WKH�6KDZ�0F.LQQRQ�SDUDGLJP�DSSHDUV�OHVV�UREXVW
WKDQ� ZDV� DQWLFLSDWHG²IRU� H[DPSOH�� WKH� HYLGHQFH� RQ� WKH� LQWHUHVW� UDWH�
VDYLQJV�OLQN�LV�TXLWH�DPELYDOHQW��VHH�+RVVDLQ�DQG�&KRZGKXU\�������,VODP
DQG� &KRZGKXU\� ������� $� UHFHQW� VWXG\� E\� %DQGLHUD� HW� DO�� ������� ���
FRQFOXGHG�� 
LW� ZRXOG� EH� XQZLVH� WR� UHO\� RQ� DQ� LQFUHDVH� LQ� VDYLQJV� DV� WKH
FKDQQHO�WKURXJK�ZKLFK�ILQDQFLDO�OLEHUDOL]DWLRQ�FDQ�EH�H[SHFWHG�WR�LQFUHDVH
JURZWK
��)XUWKHUPRUH��WKH�GLVDVWURXV�UHVXOWV�RI�ILQDQFLDO�UHIRUP�LQ�WKH�����V
LQ�WKH�6RXWKHUQ�&RQH�FRXQWULHV�KLJKOLJKWHG�WKH�QHHG�WR�DYRLG�VHYHUH�PDFUR�
LPEDODQFHV�DV�D�SUHFRQGLWLRQ�IRU�UHDOL]LQJ�WKH�EHQHILFLDO�HIIHFWV�RI�ILQDQFLDO
OLEHUDOL]DWLRQ� DQG� WR� SD\� PRUH� FDUHIXO� DWWHQWLRQ� WR� WKH� VHTXHQFLQJ� RI
UHIRUPV²VHH�(GZDUGV��������IRU�D�UHYLHZ��$GYRFDWHV�RI�WKH�HDUO\�YHUVLRQ
RI� WKH� ILQDQFLDO� OLEHUDOL]DWLRQ� K\SRWKHVLV� KDYH� WKHPVHOYHV� PRGLILHG� WKHLU
SRVLWLRQ�DQG�KDYH�OHQW�VXSSRUW�WR�D�PRUH�QXDQFHG�YHUVLRQ�RI�WKLV�YLHZ²VHH
0F.LQQRQ��������������������

+RZHYHU��WKH�UHFHQW�ILQDQFLDO�FULVLV�LQ�6RXWKHDVW�$VLD�KDV�PDGH�LW�FOHDU�WKDW
WRR� PXFK� DWWHQWLRQ� ZDV� JLYHQ� WR� WKH� DOORFDWLYH� DVSHFWV� RI� WKH� ILQDQFLDO
V\VWHP� DQG� WRR� OLWWOH� WR� SUXGHQWLDO�� RUJDQL]DWLRQDO� DQG� SURWHFWLYH
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UHJXODWLRQ²DQ� LVVXH� RI� FHQWUDO� VLJQLILFDQFH� ZKHQ� RQH� WDNHV� DFFRXQW� RI
PDUNHW� IDLOXUHV� WKDW� FKDUDFWHUL]H� ILQDQFLDO� V\VWHPV� �6WLJOLW]� DQG� :HLVV
������6WLJOLW]��������7KH�HYHQWV� LQ�6RXWKHDVW�$VLD� DQG� ILQDQFLDO� FULVHV� LQ
OLEHUDOL]LQJ�FRXQWULHV�KDYH�H[SRVHG� WKH� OLPLWDWLRQV�RI�ERWK� WKH�QDLYH�YLHZ
RI� ILQDQFLDO� OLEHUDOL]DWLRQ� DQG� LWV� QXDQFHG� YHUVLRQ�� ,Q� SDUWLFXODU�� WKH\
LQGLFDWH� WKDW� ILQDQFLDO� OLEHUDOL]DWLRQ� LQFUHDVHV� WKH� IUDJLOLW\� RI� WKH� EDQNLQJ
VHFWRU�� 7KH� SUREOHP� EHFRPHV� PRUH� DFXWH� LQ� WKH� DEVHQFH� RI� D� SURSHU
SUXGHQWLDO�UHJXODWRU\�IUDPHZRUN��7KH�SUREOHP�LV�FRPSRXQGHG�E\�LQFUHDVHG
FDSLWDO�IORZV��VHH�&ROH�DQG�6ODGH�������

TABLE 1
TYPES OF FINANCIAL REGULATION:

OBJECTIVES AND KEY POLICY INSTRUMENTS

7\SH�RI
UHJXODWLRQ 2EMHFWLYHV ([DPSOHV�RI�NH\�SROLF\�LQVWUXPHQWV

0DFURHFRQRPLF WR�PDLQWDLQ�FRQWURO�RYHU
DJJUHJDWH�HFRQRPLF�DFWLYLW\
PDLQWDLQ�H[WHUQDO�DQG�LQWHUQDO
EDODQFH

UHVHUYH�UHTXLUHPHQWV��GLUHFW�FUHGLW
DQG�GHSRVLW�FHLOLQJV��LQWHUHVW�UDWH
FRQWUROV��UHVWULFWLRQV�RQ�IRUHLJQ
FDSLWDO

$OORFDWLYH WR�LQIOXHQFH�WKH�DOORFDWLRQ�RI
ILQDQFLDO�UHVRXUFHV�LQ�IDYRXU�RI
SULRULW\�DFWLYLWLHV

VHOHFWLYH�FUHGLW�DOORFDWLRQ�
FRPSXOVRU\�LQYHVWPHQW
UHTXLUHPHQWV��SUHIHUHQWLDO�LQWHUHVW
UDWHV

6WUXFWXUDO WR�FRQWURO�WKH�SRVVLEOH�DEXVH
RI�PRQRSRO\�SRZHU�E\
GRPLQDQW�ILUPV

HQWU\�DQG�PHUJHU�FRQWUROV�
JHRJUDSKLF�DQG�IXQFWLRQDO
UHVWULFWLRQV

3UXGHQWLDO WR�SUHVHUYH�WKH�VDIHW\�DQG
VRXQGQHVV�RI�LQGLYLGXDO
ILQDQFLDO�LQVWLWXWLRQV�DQG
VXVWDLQ�SXEOLF�FRQILGHQFH�LQ
V\VWHPLF�VWDELOLW\

DXWKRUL]DWLRQ�FULWHULD��PLQLPXP
FDSLWDO�UHTXLUHPHQWV��OLPLWV�RQ�WKH
FRQFHQWUDWLRQ�RI�ULVNV��UHSRUWLQJ
UHTXLUHPHQWV

2UJDQL]DWLRQDO WR�HQVXUH�VPRRWK�IXQFWLRQLQJ
DQG�LQWHJULW\�RI�ILQDQFLDO
PDUNHWV�DQG�LQIRUPDWLRQ
H[FKDQJHV

GLVFORVXUH�RI�PDUNHW�LQIRUPDWLRQ�
PLQLPXP�WHFKQLFDO�VWDQGDUGV��UXOH
RI�PDUNHW�PDNLQJ�DQG�SDUWLFLSDWLRQ

3URWHFWLYH WR�SURYLGH�SURWHFWLRQ�WR�XVHUV
RI�ILQDQFLDO�VHUYLFHV��HVS�
FRQVXPHUV�DQG�QRQ�
SURIHVVLRQDO�LQYHVWRUV

LQIRUPDWLRQ�GLVFORVXUH�WR
FRQVXPHUV��FRPSHQVDWLRQ�IXQGV�
RPEXGVPHQ�WR�LQYHVWLJDWH�DQG
UHVROYH�GLVSXWHV

Source: Adapted from Vittas (1992: 63).
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,W� LV� QRZ� JHQHUDOO\� DJUHHG� WKDW� LQDSSURSULDWH� UHJXODWLRQV� DQG� VXSHUYLVRU\
VWDQGDUGV� LQ� D� FRXQWU\� QRW� RQO\� UHWDUG� LWV� ORQJ�UXQ� HFRQRPLF� JURZWK� EXW
DOVR� LQFUHDVH� WKH� OLNHOLKRRG�RI� D� ILQDQFLDO� FULVLV� WKDW� FRXOG�VSUHDG�EH\RQG
WKH� FRXQWU\
V� RZQ� ERUGHU�� 7DEOH� �²ZKLFK� GUDZV� KHDYLO\� RQ� 9LWWDV
������²SURYLGHV� D� VLPSOH� IUDPHZRUN� WKDW� DOORZV� RQH� WR� ORFDWH� WKH
LPSRUWDQFH� RI� SUXGHQWLDO� DQG� UHODWHG� UHJXODWLRQV� LQ� WKH� HIILFLHQW
PDQDJHPHQW�RI�ILQDQFLDO�V\VWHPV�

7DEOH���PDNHV�LW�FOHDU�WKDW�WKH�OLEHUDOL]DWLRQ�UHSUHVVLRQ�GHEDWH�KDV�IRFXVHG
SULPDULO\� RQ� WKH� DOORFDWLYH� DVSHFWV� RI� WKH� ILQDQFLDO� V\VWHP�� 7KLV� LQ� WXUQ
UHIOHFWV� WKH� VW\OL]HG� IDFW� WKDW� LQ� GHYHORSLQJ� FRXQWULHV�� SUXGHQWLDO�
RUJDQL]DWLRQDO� DQG� SURWHFWLYH� UHJXODWLRQV� ZHUH� KDUGO\� FRQVLGHUHG�� ODUJHO\
EHFDXVH�LQIRUPDWLRQ�SUREOHPV�ZHUH�JLYHQ�LQVXIILFLHQW�DWWHQWLRQ�

$OWKRXJK�7DEOH���KDV�VHW�XS� WKH�GLIIHUHQW� W\SHV�RI� ILQDQFLDO� UHJXODWLRQ�DV
VHHPLQJO\�PXWXDOO\�H[FOXVLYH�FDWHJRULHV��LQ�UHDOLW\�WKH�GLIIHUHQW�UHJXODWLRQV
KDYH� HIIHFWV� WKDW� FXW� DFURVV� WKHLU� GHVLJQDWHG� GRPDLQ�� 7KXV�� JOREDO� FUHGLW
FRQWUROV� WKDW� VWHP�IURP�PDFURHFRQRPLF�REMHFWLYHV�DOVR� IXOILO� D�SUXGHQWLDO
IXQFWLRQ�WR�WKH�H[WHQW�WKDW�WKH\�UHVWUDLQ�EDQNV�IURP�LPSUXGHQW�H[SDQVLRQ�RI
FUHGLW��)XUWKHUPRUH��DV�%DUWK��&DSLUR�DQG�/HYLQH��������SRLQW�RXW�WKHUH�LV
UHODWLYHO\�OLWWOH�HPSLULFDO�HYLGHQFH�WR�VXSSRUW�DQ\�DGYLFH�UHJDUGLQJ�VSHFLILF
DQG� FRPSUHKHQVLYH� UHJXODWRU\� DQG� VXSHUYLVRU\� UHIRUPV�� 7KLV� LV� EHFDXVH
GHWDLOHG�FURVV�FRXQWU\�FRPSDULVRQV�RI�ILQDQFLDO�UHJXODWRU\�DQG�VXSHUYLVRU\
V\VWHPV�IRU�GHYHORSLQJ�FRXQWULHV�GR�QRW�\HW�H[LVW��+RZHYHU��EDVHG�RQ�WKHLU
SUHOLPLQDU\� VWXG\� RI� ��� FRXQWULHV� DQG� RWKHU� VWXGLHV�� %DUWK�� &DSLUR� DQG
/HYLQH�����������VXJJHVW� WKH�IROORZLQJ�LQLWLDO�VWHSV�WKDW�FRXOG�EH� WDNHQ�WR
UHGXFH�VLJQLILFDQWO\�WKH�OLNHOLKRRG�RI�EDQNLQJ�FULVHV�

�� 'HYHORS�DQG�LPSURYH�OHJDO�V\VWHPV�DQG�LQIRUPDWLRQ�GLVFORVXUH�

�� ,PSRVH�UDWH�FHLOLQJV�RQ�EDQN�GHSRVLWV�

�� (VWDEOLVK�OLPLWV�HLWKHU�RQ�WKH�UDWH�DW�ZKLFK�EDQNV�FDQ�H[SDQG�FUHGLW�RU
RQ�WKH�UDWH�RI�LQFUHDVH�LQ�WKHLU�H[SRVXUH�WR�FHUWDLQ�VHFWRUV��VXFK�DV�UHDO
HVWDWH�

�� 5HTXLUH�JUHDWHU�GLYHUVLILFDWLRQ�RI�EDQN�SRUWIROLRV�

�� 5HGXFH� WKH� UHVWULFWLRQV�RQ� WKH� UDQJH�RI� DFWLYLWLHV� LQ�ZKLFK�EDQNV� FDQ
HQJDJH�

%DUWK�� &DSLUR� DQG� /HYLQH� PDLQWDLQ� WKDW� LW� LV� QRW� SRVVLEOH� WR� GHWHUPLQH
DSULRUL�ZKLFK� FRPELQDWLRQV� DUH�PRVW� DSSURSULDWH� IRU� LQGLYLGXDO� FRXQWULHV
WKDW�DUH�DW�GLIIHUHQW�VWDJHV�RI�GHYHORSPHQW��'HVSLWH�WKLV�FDYHDW��LW�ZRXOG�EH
IDLU� WR�PDLQWDLQ� WKDW� WKH� FHQWUDO� SXUSRVH� RI� SUXGHQWLDO� DQG� RUJDQL]DWLRQDO
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UHJXODWLRQ� LV� WR� GHDO� ZLWK� PDUNHW� IDLOXUH� DVVRFLDWHG� ZLWK� PRUDO� KD]DUG�
ZKLOH�SURWHFWLYH� UHJXODWLRQ�IRFXVHV�RQ� WKH�QHHG� WR�GHVLJQ�D� 
IDLU
� ILQDQFLDO
V\VWHP�WKDW�SURWHFWV�WKH�LQWHUHVWV�RI�XVHUV�RI�ILQDQFLDO�VHUYLFHV�

,,, ),1$1&,$/�6(&725�5()250�,1�%$1*/$'(6+�
$1�29(59,(:

8QWLO�WKH�HDUO\�����V��%DQJODGHVK�KDG�D�KLJKO\�UHSUHVVHG�ILQDQFLDO�VHFWRU�
%DQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�ZHUH�IXOO\�RZQHG�E\�WKH�JRYHUQPHQW�
7KHUH�ZDV�QR�DFWLYH�FDSLWDO�PDUNHW��$V�WKH�FRXQWU\�RVWHQVLEO\�HPEUDFHG�WKH
LGHDO�RI�VRFLDOLVW�GHYHORSPHQW��WKH�UXGLPHQWDU\�'KDND�6WRFN�([FKDQJH²D
V\PERO� RI� FDSLWDOLVP²WKDW� H[LVWHG� GXULQJ� WKH� SUH������ 3DNLVWDQ� SHULRG�
ZDV� FORVHG� GRZQ�� )RUHLJQ� FXUUHQFLHV� ZHUH� VWULFWO\� UHJXODWHG� DQG� WKH
H[FKDQJH�UDWH�ZDV�JURVVO\�RYHUYDOXHG�

)LQDQFLDO�VHFWRU�UHIRUP�ZDV�SDUW�RI�WKH�SURFHVV�RI�OLEHUDOL]DWLRQ�WKDW�EHJDQ
ZLWK� WKH�FKDQJH�RI� UHJLPH� LQ������ZKLFK� UHVXOWHG� LQ� WKH�DEDQGRQPHQW�RI

VRFLDOLVP
� DV� D� VWDWH� SULQFLSOH�� 7KH� OLEHUDOL]DWLRQ� SURFHVV� EHJDQ�ZLWK� WKH
SULYDWL]DWLRQ� RI� VWDWH�RZQHG� HQWHUSULVHV� LQ� ����� LQ� WKH� EDFNGURS� RI� D
VLJQLILFDQW� GHWHULRUDWLRQ� RI� WKH� HFRQRPLF� FRQGLWLRQ�� 7KH� OLEHUDOL]DWLRQ� RI
WKH�ILQDQFLDO�VHFWRU�IROORZHG�LQ������ZLWK�SULYDWL]DWLRQ�RI�WZR�QDWLRQDOL]HG
FRPPHUFLDO� EDQNV� �1&%V�� DQG� SHUPLWWLQJ� SULYDWH� FRPPHUFLDO� EDQNV
�3&%V�� WR� RSHUDWH�� 7KH� FRXQWU\� HQWHUHG� LQWR� WKH� ,0)�:RUOG� %DQN
DGMXVWPHQW� SURJUDPPHV� LQ� WKH� HDUO\� ����V�� DQG� WKH� SURFHVV� RI
SULYDWL]DWLRQ�OLEHUDOL]DWLRQ� JDLQHG� PRPHQWXP� XQGHU� WKH� LQIOXHQFH� RI� WKH
:RUOG�%DQN�DQG�WKH�,0)��7KH�ILQDQFLDO�VHFWRU�UHIRUP�DJHQGD�ZDV�IRUPDOO\
ODXQFKHG� LQ� ����� ZLWK� WKH� DSSRLQWPHQW� RI� WKH� 1DWLRQDO� &RPPLVVLRQ� RQ
0RQH\�� %DQNLQJ� DQG� &UHGLW� �1&0%&��� 7KH� &RPPLVVLRQ� VXEPLWWHG� LWV
UHSRUW� LQ������DQG� LQ� UHVSRQVH�JRYHUQPHQW� ODXQFKHG� WKH�)LQDQFLDO�6HFWRU
5HIRUPV�3URJUDPPH� �)653�� LQ� ����� XQGHU� D� ILQDQFLDO� VHFWRU� DGMXVWPHQW
FUHGLW� RI� WKH� ,QWHUQDWLRQDO�'HYHORSPHQW�$JHQF\� �,'$��� 7KH�86$,'� DOVR
XQGHUWRRN�VHYHUDO� WHFKQLFDO�DVVLVWDQFH�SURJUDPPHV� LQ�RUGHU� WR� UHGUHVV� WKH
GLIILFXOWLHV� IDFHG� E\� WKH� ILQDQFLDO� VHFWRU�� 7KH� JRYHUQPHQW� DOVR� IRUPHG� D
KLJK�SRZHUHG�%DQNLQJ�5HIRUP�&RPPLWWHH��%5&��LQ������ZKLFK�UHSRUWHG
LQ� ����� ZLWK� UHFRPPHQGDWLRQV� FRQFHUQLQJ� VHWWLQJ� XS� DQG� RSHUDWLRQ� RI
FRPPHUFLDO�EDQNV��7KH�PDLQ�LVVXHV�DGGUHVVHG�E\�WKH�)653�LQFOXGHG�

�� ,QWHUHVW�UDWH�OLEHUDOL]DWLRQ�

�� /RDQ�FODVVLILFDWLRQ�DQG�SURYLVLRQLQJ�
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�� &DSLWDO�DGHTXDF\�

�� ,QWURGXFWLRQ�RI�LQVWUXPHQWV�IRU�LQGLUHFW�PRQHWDU\�PDQDJHPHQW�

�� /HJDO�UHIRUPV�

�� 6WUHQJWKHQLQJ�RI�FHQWUDO�EDQN�

�� 6WUHQJWKHQLQJ�RI�EDQN�VXSHUYLVLRQ�

�� ,PSURYLQJ�RSHUDWLRQDO�HIILFLHQF\�RI�FRPPHUFLDO�EDQNV��DQG

�� 5HIRUPV�LQ�IRUHLJQ�H[FKDQJH�UHJLPH�

/HW�XV�QRZ�H[DPLQH�WKH�RXWFRPHV�RI�HDFK�RI�WKH�DERYH�SURJUDPPHV�

��� ,QWHUHVW�UDWH�OLEHUDOL]DWLRQ

7KH�%DQJODGHVK�%DQN��FHQWUDO�EDQN��LQWURGXFHG�D�IOH[LEOH�PDUNHW�RULHQWHG
LQWHUHVW� UDWH� SROLF\� LQ� -DQXDU\� ����� DEROLVKLQJ� WKH� HDUOLHU� V\VWHP� RI
FHQWUDOO\� DGPLQLVWHUHG� LQWHUHVW� UDWH� VWUXFWXUH� DQG� SURYLGLQJ� IRU� VHFWRU
VSHFLILF� FRQFHVVLRQDO� UHILQDQFH� IDFLOLWLHV�� 8QGHU� WKH� QHZ� SROLF\�� LQWHUHVW
UDWH�EDQGV�ZHUH�SUHVFULEHG�IRU�GLIIHUHQW�FDWHJRULHV�RI� ORDQV��DGYDQFHV�DQG
GHSRVLWV�ZLWKLQ�ZKLFK�EDQNV�ZHUH�IUHH�WR�IL[�WKHLU�RZQ�UDWHV��/HQGLQJ�UDWH
EDQGV�ZHUH�GHWHUPLQHG�RQ�WKH�EDVLV�RI�VKDGRZ�UDWHV��DQG�GHSRVLW�UDWH�EDQGV
ZHUH�GHWHUPLQHG�WDNLQJ�LQWR�FRQVLGHUDWLRQ�WKH�H[SHFWHG�UDWH�RI�LQIODWLRQ�VR
WKDW�WKH�UHDO�UDWH�UHPDLQV�SRVLWLYH���)RU�OHQGLQJ�UDWHV�EHORZ�D�VKDGRZ�UDWH�
JRYHUQPHQW�SDLG�VXEVLGLHV�WR�WKH�EDQNV��WKXV�PDNLQJ�VXEVLGLHV�WUDQVSDUHQW�
7KH�LQWHUHVW�EDQGV�ZHUH�GURSSHG�LQ������H[FHSW�IRU�WKUHH�VHFWRUV²H[SRUWV�
DJULFXOWXUH� DQG� VPDOO� DQG� FRWWDJH� LQGXVWULHV�� 7KH� %DQJODGHVK� %DQN� QRZ
IL[HV�RQO\�WKH�PLQLPXP�GHSRVLW�IORRU�UDWHV�IRU�VDYLQJV�DQG�IL[HG�GHSRVLWV�
DQG� EDQNV� DUH� IUHH� WR� IL[� WKH� LQWHUHVW� UDWH� IRU� OHQGLQJ� RQ� WKH� EDVLV� RI
FRPPHUFLDO�DQG�ILQDQFLDO�FRQVLGHUDWLRQ��%DQNV�DOVR�DUH�DOORZHG�WR�FKDUJH
GLIIHUHQWLDO� LQWHUHVW� UDWHV� RQ� WKH� EDVLV� RI� ULVNV� DWWDFKHG� WR� ERUURZHUV� DQG
WHUP� ORDQV� RQ� WKH� EDVLV� RI� PDWXULW\� SHULRGV�� ,QWHUHVW� UDWH� VXEVLGLHV� DUH
DSSOLFDEOH�RQO\�LQ�WKH�FDVH�RI�VPDOO�DQG�FRWWDJH�LQGXVWULHV�VHFWRU��+RZHYHU�
IROORZLQJ�WKH�PRVW�UHFHQW�EXGJHW�IRU�WKH�ILVFDO�\HDU������������WKH�1&%V
KDYH�GHFLGHG� WR� ORZHU� OHQGLQJ� UDWHV� WR� ���SHU� FHQW� IRU� ��� 
WKUXVW
� VHFWRUV�
VXFK� DV� SK\VLFDO� LQIUDVWUXFWXUH�� ,7�� WH[WLOHV�� RLO� DQG� JDV� DQG� DJUR�EDVHG
EXVLQHVV��7KLV�KDV�EHHQ�SRVVLEOH�GHVSLWH�D�KXJH�SURSRUWLRQ�RI� ORDQV�EHLQJ
FODVVLILHG�RQ�DFFRXQW�RI�VWDWH�RZQHG�LQGXVWULHV��62(V��GXH�WR�JRYHUQPHQW
GHFLVLRQ� WR� RIIVHW� GHIDXOW� ORDQV� E\� JLYLQJ� WKHP� 7N���� ELOOLRQ� ZRUWK� RI
LQWHUHVW�EHDULQJ�ERQGV�
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��� /RDQ�FODVVLILFDWLRQ�DQG�SURYLVLRQLQJ

,Q�WKH�SDVW��QR�KDUG�DQG�IDVW�UXOH�ZDV�IROORZHG�LQ�GHWHUPLQLQJ�WKH�FODVVLILHG
ORDQV�� DQG� WKHUH�ZDV� QR�XQLIRUP� V\VWHP�ZLWK� UHJDUG� WR� LQWHUHVW� VXVSHQVH�
7KH� FODVVLILFDWLRQ� QRUPV�ZHUH� ILUVW� IL[HG� E\� &LUFXODU� 1R�� ��� RI� %DQNLQJ
&RQWURO� 'LYLVLRQ� �%&'�� LQ� ������ /RDQV� DUH� QRZ� FODVVLILHG� LQWR� IRXU
FDWHJRULHV²XQFODVVLILHG�� VXEVWDQGDUG�� GRXEWIXO� DQG� EDG� ORDQV�� ,QLWLDOO\�
ORDQV�RYHU�GXH�E\�VL[�PRQWKV�DQG�PRUH�ZHUH�FODVVLILHG��+RZHYHU��ZLWK�D
YLHZ� WR� EULQJLQJ� WKH� FODVVLILFDWLRQ� FULWHULD� LQ� OLQH� ZLWK� WKH� LQWHUQDWLRQDO
QRUPV�� WKH� WLPH� OLPLW� KDV� EHHQ� UHGXFHG� WR� WKUHH� PRQWKV� IURP� 'HFHPEHU
������ :KHQ� WKH� FODVVLILFDWLRQ� DQG� SURYLVLRQLQJ� SURFHGXUH� ZDV� ILUVW
LQWURGXFHG�� LW� UHVXOWHG� LQ� D� KXJH� VKRUWIDOO� LQ� UHVSHFW� RI� SURYLVLRQLQJ�� 7KH
QDWLRQDOL]HG�FRPPHUFLDO�EDQNV� �1&%V��ZHUH�JLYHQ� LQWHUHVW�EHDULQJ�ERQGV
E\� WKH� JRYHUQPHQW� IRU�PHHWLQJ� WKH� VKRUWIDOO�� DQG� WKH� SULYDWH� FRPPHUFLDO
EDQNV��3&%V��ZHUH�DOORZHG�WLPH�WR�FRYHU�WKH�VKRUWIDOO�

��� &DSLWDO�DGHTXDF\

,QLWLDOO\� D� �� SHU� FHQW� RI� WRWDO� GHSRVLWV�ZDV� UHTXLUHG� WR� EH� NHSW� DV� FDSLWDO�
7KLV� UDWH� ZDV� VXEVHTXHQWO\� UDLVHG� WR� �� SHU� FHQW� RI� WRWDO� OLDELOLWLHV�� 7KLV
UHTXLUHPHQW�ZDV�EURXJKW�WR�WKH�LQWHUQDWLRQDO�VWDQGDUG�LQ������WR�HQVXUH�WKDW
EDQNV� GR� QRW� UHPDLQ� XQGHU� FDSLWDOL]HG�� D�PLQLPXP� RI� �� SHU� FHQW� RI� ULVN
ZHLJKWHG� DVVHWV� KDV� UHSODFHG� WKH� SUHYLRXV� V\VWHP� WKDW� ZDV� EDVHG� RQ
OLDELOLWLHV��7KH�KXJH�VKRUWIDOO�LQ�FDSLWDO�DGHTXDF\�RI�WKH�1&%V�ZDV�PHW�E\
PDVVLYH� LQIXVLRQ� RI� FDSLWDO� E\� WKH� JRYHUQPHQW� LQ� WKH� IRUP� RI� FDVK� DQG
ERQGV���7KH�3&%V�ZHUH�JLYHQ�WLPH�WR�PHHW�WKH�VKRUWIDOO�

��� ,QWURGXFWLRQ�RI�LQVWUXPHQWV�IRU�LQGLUHFW�PRQHWDU\�PDQDJHPHQW

7R�IDFLOLWDWH�LQGLUHFW�PRQHWDU\�FRQWURO��%DQJODGHVK�%DQN�%LOOV�RI�GLIIHUHQW
GXUDWLRQ� ����GD\� DQG� ���GD\�� ZHUH� LQWURGXFHG� LQ� ������ %DQNV�� ILQDQFLDO
LQVWLWXWLRQV��FRUSRUDWH�ERGLHV�DQG�LQGLYLGXDOV�DUH�DOORZHG�WR�SXUFKDVH�WKHVH
ELOOV�WKURXJK�WHQGHU�

��� /HJDO�UHIRUPV

$�YDULHW\�RI� OHJLVODWLRQ�FRQFHUQLQJ�WKH�ILQDQFLDO�VHFWRU�ZDV�HQDFWHG��7KH\
LQFOXGH��D��WKH�0RQH\�/RDQ�&RXUW�$FW����������E��WKH�%DQN�&RPSDQLHV�$FW
���������F��WKH�)LQDQFLDO�,QVWLWXWLRQV�$FW��������DQG��G��WKH�6HFXULWLHV�DQG
([FKDQJH�&RPPLVVLRQ�$FW����������H��WKH�'HSRVLWRU\�%LOO� ��������DQG��I�
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%DQN� 'HSRVLW� ,QVXUDQFH� $FW� �������� 6XEVHTXHQWO\�� WKH� %DQN� &RPSDQLHV
$FW��WKH�0RQH\�/RDQ�&RXUW�$FW��WKH�6HFXULWLHV�DQG�([FKDQJH�&RPPLVVLRQ
$FW�DQG�WKH�1HJRWLDEOH�,QVWUXPHQWV�$FW�RI������ZHUH�DPHQGHG�LQ�OLJKW�RI
WKH� H[SHULHQFH� RI� WKHLU� DSSOLFDWLRQ�� )XUWKHUPRUH�� DV� WKH� ,QVROYHQF\� $FW
�������� DQG� WKH� ,QVROYHQF\� $FW�� 'KDND� ������� ZHUH� IRXQG� WR� EH� WRWDOO\
LQDGHTXDWH�WR�GHDO�ZLWK�WKH�SUREOHP�RI�EDQNUXSWF\���D�QHZ�%DQNUXSWF\�$FW
ZDV�SDVVHG�LQ������

��� 6WUHQJWKHQLQJ�RI�FHQWUDO�EDQN

:LWK� D� YLHZ� WR� VWUHQJWKHQLQJ� WKH� %DQJODGHVK� %DQN� �%%��� D� IXOO�IOHGJHG
QHZ�GHSDUWPHQW��FDOOHG�WKH�0RQHWDU\�0DQDJHPHQW�DQG�7HFKQLFDO�8QLW�KDV
EHHQ�DVVLJQHG�ZLWK� WKH� UHVSRQVLELOLW\�RI� IRUPXODWLQJ�PRQHWDU\�� FUHGLW� DQG
UHVHUYH�PRQH\�SURJUDPPHV�� LQWHUHVW�DQG�H[FKDQJH�UDWH�SROLFLHV��7KH�8QLW
DOVR� PRQLWRUV� WKH� GHYHORSPHQWV� LQ� WKH� ILHOGV� RI� PRQH\� DQG� EDQNLQJ�� $
VHSDUDWH� GHSDUWPHQW� KDV� EHHQ� VHW� XS� WR� RYHUVHH� WKH� DFWLYLWLHV� RI� WKH� QRQ�
EDQN�ILQDQFLDO�LQVWLWXWLRQV��$�&UHGLW�,QIRUPDWLRQ�%XUHDX��&,%��KDV�EHHQ�VHW
XS� WR� SURYLGH� UHDG\� LQIRUPDWLRQ� RQ� GHIDXOW� ERUURZHUV� WR� WKH� EDQNV�� 7KH
IROORZLQJ�VWHSV�ZHUH� WDNHQ�WR�VWUHQJWKHQ�WKH�LQVWLWXWLRQDO�FDSDELOLW\�RI� WKH
%%�

L�� WKH� %%� KDV� EHHQ� HPSRZHUHG� WR� LVVXH� OLFHQFHV�� PRQLWRU� DQG
VXSHUYLVH�WKH�DFWLYLWLHV�RI�WKH�QRQ�EDQN�ILQDQFLDO�LQVWLWXWLRQV�XQGHU
WKH�)LQDQFLDO�,QVWLWXWLRQV�$FW��������

LL�� WKH� DSSRLQWPHQWV� RI� FKLHI� H[HFXWLYHV� RI� 3&%V� KDYH� EHHQ� PDGH
VXEMHFW� WR� WKH�DSSURYDO�RI� WKH�%%��DQG� WKH�%%�KDV�EHHQ�JLYHQ� WKH
SRZHU� WR� UHPRYH� GLUHFWRUV�ERDUG� RI� GLUHFWRUV� RI� 3&%V� XQGHU� WKH
%DQN�&RPSDQLHV�$FW��������

LLL�� WKH�DSSRLQWPHQWV�RI�FKDLUPHQ��PDQDJLQJ�GLUHFWRUV�DQG�GLUHFWRUV�RI
1&%V�DQG�JRYHUQPHQW�RZQHG�ILQDQFLDO�LQVWLWXWLRQV�KDYH�EHHQ�PDGH
VXEMHFW� WR� WKH�DSSURYDO�RI� WKH�%%��DQG� WKH�%%�KDV�EHHQ�JLYHQ� WKH
DXWKRULW\� WR� UHFRPPHQG� WKH� UHPRYDO� RI�PHPEHUV� RI� WKH� ERDUG� RI
GLUHFWRUV�RI�1&%V�

LY�� DSSURYDO� RI� WKH� %%� LV� PDGH� QHFHVVDU\� LQ� FDVHV� RI� ODUJH� ORDQ
H[SRVXUHV�RI�WKH�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV��DQG

Y�� WKH�%%�KDV�EHHQ�HPSRZHUHG�WR�LPSRVH�SHQDOW\�ZLWKRXW�UHVRUWLQJ�WR
FRXUW�SURFHHGLQJV�
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��� 6WUHQJWKHQLQJ�RI�EDQN�VXSHUYLVLRQ

$�QXPEHU�RI�PHDVXUHV�KDYH�EHHQ�LQWURGXFHG�IRU�LPSURYLQJ�WKH�VXSHUYLVLRQ
RI� ILQDQFLDO� LQVWLWXWLRQV�� 2II�VLWH� VXSHUYLVLRQ� KDV� EHHQ� LQWURGXFHG� DQG� DQ
XQLW� KDV� EHHQ� VHW� XS� IRU� WKH� SXUSRVH� LQ� WKH� 'HSDUWPHQW� RI� %DQNLQJ
2SHUDWLRQ� DQG� 'HYHORSPHQW�� $� PDQXDO� IRU� RII�VLWH� VXSHUYLVLRQ� KDV� DOVR
EHHQ� SUHSDUHG�� 7KH� RQ�VLWH� VXSHUYLVLRQ� KDV� EHHQ� VWUHQJWKHQHG�� $� /DUJH
/RDQ� 5HYLHZ� &HOO� DQG� DQ� (DUO\� :DUQLQJ� 6\VWHP� KDYH� EHHQ� LQWURGXFHG
ZLWKLQ�WKH�%%�DV�SDUW�RI�SUXGHQWLDO�VXSHUYLVLRQ��$�VHSDUDWH�FHOO�KDV�EHHQ�VHW
XS� WR� RYHUVHH� WKH� DFWLYLWLHV� RI� QRQ�EDQN� ILQDQFLDO� LQVWLWXWLRQV�� $� ODUJH
QXPEHU�RI�%%�RIILFLDOV�KDYH�EHHQ�WUDLQHG�ERWK�GRPHVWLFDOO\�DQG�DEURDG�LQ
WKH� DUHDV� RI� EDQN� RSHUDWLRQV� DQG� VXSHUYLVLRQV�� (YDOXDWLRQV� RI� ILQDQFLDO
SHUIRUPDQFH�RI�VFKHGXOHG�EDQNV�DUH�EHLQJ�PDGH�WKURXJK� 
&$0(/
�UDWLQJ�
7KH� %%� KDV� LQWURGXFHG� D� 0HPRUDQGXP� RI� 8QGHUVWDQGLQJV� �028�� IRU
EDQNV� DQG� DOO� SUREOHP� EDQNV� GLUHFWRUV� DUH� UHTXLUHG� WR� VLJQ� WKH�028� LQ
UHVSHFW�RI�VHHNLQJ�WR�UHGUHVV�WKH�VSHFLILF�SUREOHPV�IDFLQJ�EDQNV�

��� ,PSURYLQJ�RSHUDWLRQDO�HIILFLHQF\�RI�FRPPHUFLDO�EDQNV

$� VLJQLILFDQW� VWHS� LQ� LPSURYLQJ� WKH� RSHUDWLRQDO� HIILFLHQF\� RI� FRPPHUFLDO
EDQNV� LQYROYHV� WKH� FKDQJH� LQ� WKH� ZD\� FKDLUPHQ� DQG� PDQDJLQJ� GLUHFWRUV
�0'V��DUH�DSSRLQWHG�WR�WKH�1&%V��7R�EHJLQ�ZLWK�WKH�SUDFWLFH�RI�DSSRLQWLQJ
SDUW\� OR\DOLVWV� WR� WKHVH� NH\� SRVWV� KDV� EHHQ� GLVFRQWLQXHG�� $� FRPPLWWHH
KHDGHG� E\� WKH� )LQDQFH�0LQLVWHU� KDV� EHHQ� DXWKRUL]HG� WR� DSSRLQW�0'V� RQ
FRQWUDFW� EDVLV� WKURXJK� RSHQ� DGYHUWLVHPHQW�� )XUWKHUPRUH�� DV� PHQWLRQHG
HDUOLHU��WKHVH�DSSRLQWPHQWV�DUH�WR�EH�FOHDUHG�E\�WKH�%%��7KHVH�PHDVXUHV�DUH
GHVLJQHG� WR� HQVXUH� WKDW� SHUVRQV� RI� KLJK� LQWHJULW\� DQG� SURYHQ� UHFRUG� DUH
DSSRLQWHG� WR� WKHVH� SRVWV�� 8QGHU� WKH� )653� WKH� IROORZLQJ� PHDVXUHV� KDYH
EHHQ�LQWURGXFHG�IRU�LPSURYLQJ�RSHUDWLRQDO�HIILFLHQF\�RI�EDQNV�

L�� D� SHUIRUPDQFH� SODQQLQJ� V\VWHP� �3,6�� XQGHU� ZKLFK� 1&%� EUDQFK
PDQDJHUV�DUH�UHTXLUHG�WR�GHYHORS�D�VPDOO�QXPEHU�RI�FOHDUO\�GHILQHG
DQG�TXDQWLILDEOH�JRDOV�IRU�WKH�\HDU�

LL�� D� QHZ� ORDQ� OHGJHU� �1//�� V\VWHP� WKDW� UHTXLUHV� 1&%V� WR� NHHS
DFFRXQW�E\�DFFRXQW�UHFRUGV�ZKLFK�ZHUH�QRW�DYDLODEOH�LQ�WKH�SDVW�

LLL�� D� QHZ� PDQDJHPHQW� LQIRUPDWLRQ� V\VWHP� �0,6�� WKDW� FRQWDLQV� DQ
H[HFXWLYH�VXPPDU\�DQG�FULWLFDO�PDQDJHPHQW�VXPPDU\�LQIRUPDWLRQ�

LY�� FRPSXWHUL]DWLRQ�



��

Y�� VWDII�WUDLQLQJ�

YL�� D� QHZ� OHQGLQJ� ULVN� DQDO\VLV� �/5$�� V\VWHP� WR� HQKDQFH� FUHGLW� ULVN
DQDO\VLV�DQG�FUHGLW�GLVFLSOLQH��DQG

YLL�� D� ODUJH� ORDQ� UHSRUWV� V\VWHP� �//56�� IRU� PRQLWRULQJ� ODUJH� ORDQV
FORVHO\�RQ�D�UHJXODU�EDVLV�

��� 5HIRUPV�LQ�IRUHLJQ�H[FKDQJH�UHJLPH

6LQFH�WKH�PLG�����V�DQ�DFWLYH�VHFRQGDU\�IRUHLJQ�H[FKDQJH�PDUNHW�KDV�EHHQ
RSHUDWLQJ�XQGHU�WKH�:DJH�(DUQHUV
�6FKHPH�XQGHU�ZKLFK�WKH�UHPLWWDQFHV�RI
H[SDWULDWH�%DQJODGHVKLV�DUH� WUDQVDFWHG�IRU� ILQDQFLQJ�D� OLVW�RI� LPSRUWV��7KH
RIILFLDO�DQG�VHFRQGDU\�UDWHV�ZHUH�XQLILHG�LQ�������7KH�FXUUHQW�DFFRXQW�ZDV
PDGH� IXOO\� FRQYHUWLEOH� LQ� 0DUFK� ����� DQG� D� IOH[LEOH� H[FKDQJH� UDWH
�FUDZOLQJ�SHJ��SROLF\�SXUVXHG�LQ�UHODWLRQ�WR�D�EDVNHW�RI�FXUUHQFLHV��%DQNV
DUH� IUHH� WR� GHWHUPLQH� WKHLU� RZQ� UDWHV� RI� GROODU� DQG� RWKHU� FURVV�UDWHV�
6XEVWDQWLDO� UHOD[DWLRQV�KDYH�DOVR�EHHQ�PDGH� WR� IDFLOLWDWH� WKH� HDV\� IORZ�RI
IRUHLJQ�FDSLWDO�LQ�WKH�VHFXULWLHV�PDUNHW��)RUHLJQHUV�FDQ�LQYHVW�DQ\�DPRXQW�LQ
ERWK� SULPDU\� DQG� VHFRQGDU\�PDUNHW� DQG� UHSDWULDWH� WKH� FDSLWDO� DORQJ� ZLWK
FDSLWDO�JDLQV�ZLWKRXW�DQ\�UHVWULFWLRQV�WKURXJK�WKH�QRUPDO�EDQNLQJ�FKDQQHO�
+RZHYHU�� DIWHU� WKH� VSHFXODWLYH� DWWDFN� RQ� WKH� VWRFN�PDUNHW� LQ� ������ VRPH
UHVWULFWLRQV�KDYH�EHHQ�SODFHG�RQ�WKH�GXUDWLRQ�RI�LQYHVWPHQW�WR�SUHYHQW�TXLFN
ZLWKGUDZDOV�

,9���$1�(&2120,&�(9$/8$7,21

��� /RDQ�GHIDXOWV

7KH�PRVW� FULSSOLQJ�SUREOHP�RI� WKH� ILQDQFLDO� VHFWRU� LQ�%DQJODGHVK� LV� ORDQ
GHIDXOWV�� ,Q� ����� FODVVLILHG� ORDQV� VWRRG� DW� ��� SHU� FHQW� RI� DOO� RXWVWDQGLQJ
ORDQV��%\�WKH�HQG�RI�������LW�URVH�WR�RYHU����SHU�FHQW��0RUH�LPSRUWDQWO\��WKH
VKDUH� RI� SRUWIROLR� DV� FODVVLILHG� EDG� KDV� LQFUHDVHG� VWHDGLO\� DV� WKH� ORDQV
SUHYLRXVO\�FODVVLILHG�DV�VXE�VWDQGDUG�RU�GRXEWIXO�KDYH�QRW�EHHQ� UHFRYHUHG
�+DVVDQ� ������ ����� $ERXW� ��� SHU� FHQW� RI� WRWDO� FODVVLILHG� ORDQV� ZHUH
FDWHJRUL]HG�DV�EDG�DV�RQ����-XQH�������7KH�SURSRUWLRQ�RI�FODVVLILHG�ORDQV
DWWULEXWDEOH� WR� 1&%V�ZDV� DERXW� ��� SHU� FHQW� LQ� ����� DQG� VKRZV� D� ULVLQJ
WUHQG��%KDWWDFKDU\D�������������7R�VRPH�H[WHQW��KRZHYHU��WKLV�UHIOHFWV�WKH
GRPLQDQFH� RI� 1&%V� �RYHU� ��� SHU� FHQW� RI� WRWDO� DGYDQFHV� DV� RSSRVHG� WR
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DERXW����SHU�FHQW�IRU�3&%V���+RZHYHU��WKH�ORDQ�GHIDXOW�UDWH�KDV�EHHQ�IRXQG
WR�EH� VOLJKWO\�KLJKHU� IRU� WKH�3&%V²�����SHU� FHQW� DV�RSSRVHG� WR������SHU
FHQW�IRU�1&%V��%KDWWDFKDU\D�������������(VWLPDWHV�E\�+DVVDQ��������VKRZ
WKDW�SHUIRUPLQJ�ORDQV�DUH����SHU�FHQW�IRU�1&%V�ZKLOH�WKDW�IRU�3&%V�DUH���
SHU�FHQW��+DVVDQ��������DOVR�UHSRUWV�WKDW�LQ�WKH�SULYDWH�VHFWRU����SHU�FHQW�RI
XQUHDOL]HG� ORDQV� ZHUH� RYHUGXH� DV� RSSRVHG� WR� ��� SHU� FHQW� LQ� WKH� SXEOLF
VHFWRU�DV�RI�'HFHPEHU�������7KH�SULYDWH�VHFWRU�DFFRXQWHG�IRU������SHU�FHQW
RI� DOO� XQUHDOL]HG� ORDQV� DQG� ����� SHU� FHQW� RI� WKH� ORDQV� RYHUGXH� WR� WKH
FRPPHUFLDO� EDQNV�� 7KH� UHFHQW� GDWD� VKRZ� WKDW� XQWLO� -DQXDU\� ������ WKH
VWDWH�RZQHG�HQWHUSULVHV��62(V��KDG�7N��������ELOOLRQ�RXWVWDQGLQJ�ORDQV�WR
1&%V�DQG�RI�WKLV����SHU�FHQW�DUH�FODVVLILHG��

TABLE 2
NOTICE ISSUES FOR RECOVERY OF OVERDUE LOANS OF BANK DIRECTORS

(AS OF 31 DECEMBER 1998)
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� � � � � � � � ����� � �����

$GMXVWHG�
UHVFKHGXOHG

�� �� �� ����� �� ���� �� �����

&RXUW
V�VWD\
RUGHU

�� ���� �� ������ �� ������ �� ������

'LUHFWRUVKLS
YDFDWHG�
UHVLJQHG

�� �� �� ���� �� �� �� ����

7RWDO �� ���� �� ������ �� ������ �� ������

Note: Loan amount in million taka.
Source: Ministry of Finance report, obtained by the author.

7KHUH�KDV�EHHQ�VXEVWDQWLDO�HIIRUW�LQ�UHFRYHULQJ�ORDQV��$�WDVN�IRUFH�KDV�EHHQ
IRUPHG� WR� DFFHOHUDWH� ORDQ� UHFRYHU\�� $V� SDUW� RI� WKH� ORDQ� UHFRYHU\� GULYH�
DFWLRQV�ZHUH�WDNHQ�DJDLQVW����EDQN�GLUHFWRUV�IRU�YLRODWLQJ�EDQNLQJ�UXOHV�E\
WKH�PLGGOH�RI������DQG�FRXUWV�KDYH�JLYHQ�VWD\�RUGHUV�LQ�FDVH�RI����GLUHFWRUV
�VHH�7DEOH�����%HWZHHQ�-DQXDU\�-XO\������D�WRWDO�RI�7N��������PLOOLRQ�ZDV
UHFRYHUHG� IURP� GHIDXOWHUV� RI� ��� EDQNV�� ZKLFK� LV� RYHU� ��� SHU� FHQW� RI� WKH
PDWFKLQJ� WRWDO� RYHUGXH�EDODQFH� DV� RQ� -XO\� ������'XULQJ� WKH� VDPH� SHULRG
ORDQV�RI�7N��������PLOOLRQ�ZHUH�UHVFKHGXOHG��(VWLPDWHV�E\�+DVVDQ�������
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VKRZ�WKDW�WKH�LQFLGHQFH�RI�QRQ�UHSD\PHQW�KDV�GHFOLQHG�LQ�PRVW�VHFWRUV��,Q
WKH� DJULFXOWXUDO� VHFWRU�� WKH� QRQ�SD\PHQW� RI� XQFODVVLILHG� ORDQV� IOXFWXDWHG
EHWZHHQ� ��� DQG� ��� SHU� FHQW�� 7KHUH� KDYH� EHHQ� VOLJKW� LQFUHDVHV� LQ� QRQ�
SD\PHQW� LQ� WKH� FDVH� RI� ORDQV� WR� FRPPHUFLDO� DQG� VPDOO� LQGXVWULHV� VHFWRUV�
7KHUH� KDV� EHHQ� D� VLJQLILFDQW� LPSURYHPHQW� LQ� WKH� FDVH� RI� WHUP� ORDQV�
JHQHUDOO\� IRXQG� WR� EH� WKH� ZRUVW� GHIDXOWHUV�� ZLWK� RQO\� ��� SHU� FHQW
SHUIRUPLQJ�LQ�������7KH�SHUIRUPDQFH�ORDQV�KDYH�LQFUHDVHG�WR����SHU�FHQW
LQ������

:KLOH�WKH�DERYH�LV�WKH�RYHUDOO�SLFWXUH��WKH�VLWXDWLRQ�VHHPV�WR�KDYH�LPSURYHG
LQ�WKH�FDVH�RI�QHZ�ORDQV��7KH�0LQLVWU\�RI�)LQDQFH�HVWLPDWHV�VKRZ�WKDW�WKH
SHUFHQWDJH� RI� FODVVLILHG� ORDQV� WR� WRWDO� RXWVWDQGLQJ� ORDQV� GXULQJ
��-DQXDU\������ WR� ��� 'HFHPEHU� ����� ZDV� RQO\� ����� SHU� FHQW�� 7KH
EUHDNGRZQ�UHYHDOV�WKDW�DERXW������SHU�FHQW�RI�1&%V�ORDQV�ZHUH�FODVVLILHG�
DV� RSSRVHG� WR� DERXW� �� SHU� FHQW� RI� 3&%� ORDQV� GXULQJ� WKLV� SHULRG�� 7KH
SURSRUWLRQ�RI�FODVVLILHG�ORDQV�RI�VSHFLDOL]HG�EDQNV�ZDV�QHDUO\����SHU�FHQW
IRU� WKH� VDPH� SHULRG��1RQHWKHOHVV�� WKH� RYHUDOO� TXDOLW\� RI� ORDQ� SRUWIROLR� RI
EDQNV�VWLOO�UHPDLQV�XQKHDOWK\�ZLWK�RYHU����SHU�FHQW�RI�DOO�ORDQV��DPRXQWLQJ
WR�7N�����ELOOLRQ��EHLQJ�FODVVLILHG�DV�RI����'HFHPEHU��������$OWKRXJK� LQ
PRVW�FDVHV�WKH�)LQDQFLDO�&RXUWV�UXOHG�LQ�IDYRXU�RI�EDQNV��DFWXDO�FROOHFWLRQV
RI�GHIDXOWHG�ORDQV�KDYH�EHHQ�YHU\�OLPLWHG��DV�WKH�DFWLRQ�KDG�WR�UHWXUQ�WR�WKH
UHJXODU�FRXUW�V\VWHP��

��� ,QWHUHVW�UDWHV

$Q� LPSRUWDQW� REMHFWLYH� RI� WKH� ILQDQFLDO� VHFWRU� UHIRUP� LV� WR�PDNH� WKH� UHDO
LQWHUHVW� UDWH� SRVLWLYH�� 7R� WKLV� HQG�� ERWK� GHSRVLW� DQG� OHQGLQJ� UDWHV� ZHUH
DGMXVWHG�XSZDUG�LQ���������E\�����SHU�FHQW��EXW� WKH� UHDO�GHSRVLW� UDWH�VWLOO
UHPDLQHG� QHJDWLYH� XQWLO� WKH� PLG�����V� �7DEOH� ���� $OWKRXJK� WKH� VSUHDG
EHWZHHQ� WKH� GHSRVLW� DQG� OHQGLQJ� UDWHV� VKRZV� D� VOLJKW� WHQGHQF\� WR� ULVH�� LW
UHPDLQHG�PRUH�RU�OHVV�VWDEOH��:KDW�LV�ZRUWK�QRWLQJ�KHUH�LV�WKDW�WKH�3&%V
KDYH�PDLQWDLQHG�KLJKHU�GHSRVLW� UDWHV� WKDQ�1&%V�LQ� WKHLU�HIIRUW� WR�DWWUDFW
PRUH�IXQGV��7DEOH�����7KLV�VKRXOG�EH�YLHZHG�ZLWK�FDXWLRQ�DV�EDQNV�KDYH�WR
FKDUJH�KLJKHU�OHQGLQJ�UDWHV�ZKLFK�PLJKW�LQYLWH�ULVN\�ERUURZHUV��6WLJOLW]�DQG
:HLVV����������7KLV�EHFRPHV�DOO�WKH�PRUH�VHULRXV�ZKHQ�LQVLGHU�OHQGLQJ�LV
VWLOO� ULIH� ZLWKLQ� WKH� 3&%V�� 7KH� GLUHFWRUV� RI� EDQNV� KDYH� IRXQG� LQJHQLRXV
ZD\V�RI�JLYLQJ�ORDQV�WR�WKHPVHOYHV�E\�XVLQJ�ILFWLWLRXV�QDPHV�DQG�DFFRXQWV�
)XUWKHUPRUH��WKH�WHQGHQF\�WR�FKDUJH�KLJKHU�GHSRVLW�UDWHV�LQGLFDWHV�WKDW�WKH
KLJK� FDSLWDO� DGHTXDF\� UHTXLUHPHQW� LV� QRW� GHWHUULQJ� WKH� EDQNV���� 7KH
%DQNLQJ�5HIRUP�&RPPLWWHH��%5&��GLG� LQ�IDFW�UDLVH�WKH� LVVXH�RI�YLRODWLRQ
RI� FDSLWDO� DGHTXDF\� UHTXLUHPHQW� DQG�%KDWWDFKDU\D� ������� IRXQG� HYLGHQFH
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RI� VXFK� YLRODWLRQV� E\� 3&%V�� 7KH� PRQLWRULQJ� RI� WKLV� UHTXLUHPHQW� LV� QRW
VWUDLJKWIRUZDUG�GXH�WR�YDOXDWLRQ�SUREOHPV��VHH�&DSULR�DQG�+RQRKDQ�������
7KXV�� IROORZLQJ� WKH� UHFHQW� DQDO\VLV� RI� +HOOPDQQ�� 0XUGRFN� DQG� 6WLJOLW]
�������DQG�WKH�VXJJHVWLRQ�RI�%DUWK��&DSLUR�DQG�/HYLQH���������SHUKDSV�WKH
FXUUHQW� V\VWHP� RI� VHWWLQJ� GHSRVLW� UDWH� IORRU� VKRXOG� EH� UHSODFHG� ZLWK� D
GHSRVLW�UDWH�FHLOLQJ�E\�WKH�%%�

TABLE 3
 INTEREST RATES AND INFLATION RATES

Year Deposit rate Lending rate Inflation

1975-76
1976-77
1977-78
1978-79
1979-80

1980-81
1981-82
1982-83
1983-84
1984-85

1985-86
1986-87
1987-88
1988-89
1989-90

1990-91
1991-92
1992-93
1993-94
1994-95

1995-96
1996-97
1997-98

4.23
4.32
4.22
4.27
4.31

6.98
7.29
7.36
8.11
8.13

8.54
8.59
8.69
8.88
9.06

9.11
8.11
6.51
5.34
4.86

6.11
6.67
7.07

11.62
11.03
10.66
11.12
11.04

13.07
13.53
13.35
13.75
14.50

14.66
14.70
14.66
14.68
14.83

14.99
15.12
14.39
12.78
12.22

13.41
13.69
14.02

-23.75
-3.28
30.51
12.99
13.03

10.51
12.58
4.90

16.62
14.70

10.00
10.91
7.38
7.63
4.96

9.46
4.32
0.08
4.14
9.09

5.73
1.47
4.37

Notes: Rate of interest on scheduled banks (weighted average as at end quarter);
inflation as measured by national income deflator.

Source: Bangladesh Bank, Economic Trends (November 1994 and May 1999).



TABLE 4
INTEREST RATES OF SELECTED BANKS

1DWLRQDOL]HG 3DUWLDOO\�SULYDWL]HG 3ULYDWL]HG

6RQDOL 5XSDOL &LW\ 1DWLRQDO 8WWDUD

&DWHJRU\ ���� ���� ���� ���� ���� ���� ���� ���� ���� ����

6DYLQJV�GHSRVLW�

5XUDO

8UEDQ
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/HQGLQJ�UDWHV�

$JULFXOWXUH

/DUJH�	�PHGLXP

:RUNLQJ�FDSLWDO

([SRUWV

&RPPHUFLDO

6PDOO�LQGXVWU\

2WKHUV

�����������
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�����������
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Notes: Interest rates are at different dates of the year.
Uttara and Pubali Banks are two banks sold to their previous Bangladeshi owners and started functioning as private banks from
5 November and 16 July 1984, respectively.
Rupali Bank, which was formerly Muslim Commercial Bank before independence was privatized only partially. Its sale was stalled
amid growing opposition from the union and allegation of undervaluation by the government which apparently wanted to sell to its
cronies.
National Bank is the first private sector bank to start in Bangladesh.
Sonali Bank is the largest bank.

Sources: Bangladesh Bank Economic Trends (November 1994, May 1999).
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��� 3ULYDWL]DWLRQ��FRPSHWLWLRQ�DQG�HIILFLHQF\

7KH� SULYDWL]DWLRQ� SURJUDPPH� EHJDQ� LQ� WKH� HDUO\� ����V�� 7KH� JRYHUQPHQW
VWDUWHG� WKH�SURJUDPPH�ILUVW�E\�VHOOLQJ� WZR�QDWLRQDOL]HG�EDQNV� �3XEDOL� DQG
8WWDUD��WR�WKHLU�IRUPHU�RZQHUV��6LQFH�WKH�IRUPHU�RZQHUV�ZHUH�%DQJODGHVKLV�
WKHUH� ZDV� QR� PDMRU� OHJDO� KXUGOH� WR� GLYHVWPHQW� DQG� LW� ZDV� SROLWLFDOO\
DFFHSWDEOH��WRR��7R�PDNH�LW�SROLWLFDOO\�PRUH�DFFHSWDEOH��D�SRUWLRQ�RI�VKDUHV
ZHUH� UHVHUYHG� IRU� HPSOR\HHV� DQG� D� VPDOO� SDUW� IRU� WKH� JRYHUQPHQW�� 7KH
3XEDOL�%DQN�VWDUWHG�LWV�RSHUDWLRQ�DV�D�SULYDWH�EDQN�IURP����-XO\������DQG
WKH�8WWDUD�%DQN�IURP���1RYHPEHU�������*RYHUQPHQW
V� HIIRUW� WR�SULYDWL]H
WKH�5XSDOL�%DQN�IDFHG�VXEVWDQWLDO�SROLWLFDO�UHVLVWDQFH�IURP�ERWK�XQLRQV�DQG
RSSRVLWLRQ� SDUWLHV�� 7KHUH� ZDV� DOVR� DFFXVDWLRQ� RI� XQGHU�YDOXDWLRQ� DQG
XQGHUKDQG�SODQV� WR�VHOO� LW� WR�FURQLHV�RI� WKH�H[LVWLQJ�UHJLPH��$W� WKH�HQG�� LW
FRXOG�RQO\�EH�GLYHVWHG�SDUWLDOO\�

7KHUH�DUH�QRZ�WKUHH�QDWLRQDOL]HG�EDQNV��RQH�SDUWLDOO\�QDWLRQDOL]HG�EDQN�DQG
WZHQW\�VHYHQ� GRPHVWLF� SULYDWH� EDQNV��� DQG� WKLUWHHQ� IRUHLJQ� EDQNV�� ,Q
DGGLWLRQ�� WKHUH� DUH� ILYH� VSHFLDOL]HG�GHYHORSPHQW� EDQNV� DQG�PLFUR� ILQDQFH
LQVWLWXWLRQV� VXFK� DV� WKH� *UDPHHQ� %DQN�� 7KH� 1&%V� VWLOO� GRPLQDWH� WKH
EDQNLQJ�VHFWRU��+RZHYHU��WKHLU�PDUNHW�VKDUH�LV�GHFOLQLQJ��,Q�WKH�PLG�����V�
WKH�1&%V�KDG�D� VKDUH�RI����SHU� FHQW� LQ� WRWDO�GHSRVLWV� DQG����SHU� FHQW� LQ
WRWDO�DGYDQFHV��%\�PLG�������WKHLU�VKDUH�LQ�WRWDO�GHSRVLWV�GHFOLQHG�WR�DERXW
��� SHU� FHQW� DQG� WR� DERXW� ��� SHU� FHQW� RI� WRWDO� DGYDQFHV�� 7KLV� VKRZV� WKDW
FRPSHWLWLRQ�KDV�EHHQ�PRUH�DJJUHVVLYH�LQ�GHSRVLW�PDUNHWV�ZKHUH�3&%V�DUH
RIIHULQJ� KLJKHU� UHWXUQV�� 7KH� 3&%V� KDYH� LQFUHDVHG� WKHLU� PDUNHW� VKDUH� RI
GHSRVLWV� IURP� ��� SHU� FHQW� WR� RYHU� ��� SHU� FHQW� EHWZHHQ� ����������
LQGLFDWLQJ�WKDW� WKH�GHFOLQH� ���SHU�FHQW�� LQ�1&%V
�VKDUH�RI�GHSRVLW�PDUNHWV
KDV�HQWLUHO\�EHHQ�FDSWXUHG�E\�3&%V��+RZHYHU��FRPSHWLWLRQ�KDV�DOVR�PHDQW
WKDW� WKH� LQWHUHVW� LQFRPH�DV� D�SURSRUWLRQ�RI� WRWDO� UHYHQXH�RI� WKH�3&%V�KDV
GHFOLQHG� VHFXODUO\� IURP�RYHU����SHU� FHQW� LQ������ WR� DERXW� ���SHU� FHQW� LQ
����� DQG� LQFRPH� IURP� FRPPLVVLRQ� DQG� EURNHUDJH� KDV� UHPDLQHG� VWDEOH
�$SSHQGL[�7DEOH�$��

7DEOH���SUHVHQWV�QHW�SURILW�SHU�HPSOR\HH�RI�EDQNV��$V�FDQ�EH�VHHQ��IRUHLJQ
EDQNV� KDYH� WKH� EHVW� SHUIRUPDQFH� UHFRUG�� DOWKRXJK� WKH\� DUH� QRW� GLUHFWO\
FRPSDUDEOH�ZLWK�SULYDWH�GRPHVWLF�EDQNV�DV�WKH\�KDYH�EHWWHU�WHFKQRORJ\�DQG
VHUYH� QLFKH� PDUNHWV�� 3ULYDWH� GRPHVWLF� EDQNV� SHUIRUP� EHWWHU� WKDQ� 1&%V�
7KHVH�ILQGLQJV�DUH�FRQVLVWHQW�ZLWK�+DVVDQ��������������ZKR�XVHG�PXOWLSOH
SHUIRUPDQFH�LQGLFDWRUV�WR�VKRZ�WKDW�GRPHVWLF�DQG�IRUHLJQ�EDQNV�KDYH�EHWWHU
RSHUDWLRQDO� HIILFLHQF\� DQG� DUH� PRUH� SURGXFWLYH� WKDQ� 1&%V� DQG� WKH
GHQDWLRQDOL]HG� EDQNV� �'1&%V��� 'HSRVLWV� DQG� ORDQV� SHU� HPSOR\HH� LQ� WKH
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3&%V��GRPHVWLF�DQG�IRUHLJQ��DUH�DOPRVW�WZLFH�WKDW�LQ�1&%V��3ULYDWH�EDQNV
DOVR�RIIHU�PRUH� SURGXFWV�� 7KH� JURVV� LQWHUPHGLDWLRQ�PDUJLQV� RI� WKH�1&%V
KDYH�EHHQ�FRQVLVWHQWO\�ORZHU�WKDQ�WKRVH�RI�SULYDWH�EDQNV��DQG�GHFOLQLQJ��$V
D� UHVXOW�� WKH� SULYDWH� EDQNV� ZHUH� IRXQG� WR� EH� PRVW� SURILWDEOH�� $Q
H[DPLQDWLRQ�RI�WKH�FRVW�VWUXFWXUH�RI�1&%V�DQG�3&%V�VKRZ�WKDW�ZDJHV�DQG
VDODULHV� GRPLQDWH� �DERXW� ��� SHU� FHQW�� 1&%V
� H[SHQGLWXUH�� ZKHUHDV� LW� LV
LQWHUHVW�SD\PHQWV�WKDW�GRPLQDWH�LQ�WKH�FDVH�RI�3&%V��$SSHQGL[�7DEOH�%��

TABLE 5
NET PROFIT PER EMPLOYEE (MILLION TAKA)

<HDU 1DWLRQDOL]HG�EDQNV 3ULYDWH�EDQNV )RUHLJQ�EDQNV
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Sources: Bangladesh Bank, Economic Trends (November 1994 and May 1999).

,W� LV� QRZ� UHYHDOHG� WKDW� WKH� 
JRYHUQPHQW� VNLSSHG� WKH� HVVHQWLDO� WDVN� RI
SURSHUO\�HYDOXDWLQJ�DVVHW�YDOXHV�DQG�UHVWUXFWXULQJ�RI�ILQDQFHV
�LQ�SULYDWL]LQJ
WKH�EDQNV� �+DVVDQ������������7KHUH�ZHUH�QR�PDMRU�PDQDJHPHQW� FKDQJHV
DQG�WKH�SULYDWL]HG�EDQNV�UHPDLQ�RYHU�VWDIIHG��$V�D�UHVXOW��WKH�SHUIRUPDQFH
RI�WKHVH�EDQNV�KDV�QRW�LPSURYHG�LQ�DQ\�VLJQLILFDQW�PDQQHU�
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2QH� LQWHUHVWLQJ�SRLQW� WR�QRWH� LV� WKDW�ERWK�1&%V�DQG�3&%V�KDG�QHW� ORVVHV
GXULQJ�WKH�SHULRG������������7KLV�ZDV�EDVLFDOO\�GXH�WR�ORDQ�FODVVLILFDWLRQ
DQG�SURYLVLRQLQJ��:LWK� WKH� ORDQ�FODVVLILFDWLRQ��EDQNV�ZHUH�QRW� DOORZHG� WR
DFFUXH�LQWHUHVWV�RQ�RYHUGXH�ORDQV�DQG�KDG�WR�PDNH�ODUJH�SURYLVLRQV�IRU�EDG
DQG�GRXEWIXO� ORDQV��7KLV� KDG� VLJQLILFDQW� LPSDFW� RQ� EDQNV� LQWHUHVW� LQFRPH
DQG�FDSLWDO�

&UHGLW�WR�WKH�SXEOLF�VHFWRU�KDV�GHFOLQHG�VLJQLILFDQWO\�IURP�DERXW����SHU�FHQW
LQ������WR�DURXQG����SHU�FHQW�LQ������ZLWK�D�FRPPHQVXUDWH�ULVH�LQ�FUHGLW�WR
WKH�SULYDWH�VHFWRU��$SSHQGL[�7DEOH�&���7KLV�PD\�EH�UHJDUGHG�DV�D�KHDOWK\
VLJQ��EXW�DQ�H[DPLQDWLRQ�RI�OHQGLQJ�E\�EDQNV�UHYHDOV�D�ULVLQJ�WUHQG�LQ�FUHGLW
WR� UHDO� HVWDWH�� FRQVWUXFWLRQ� DQG� FRPPHUFH� ZKLFK� DUH� YXOQHUDEOH� WR
HFRQRPLF� IOXFWXDWLRQV� �$SSHQGL[� 7DEOH� '��� 7KXV�� EDQNV� DUH� SHUKDSV
H[SRVLQJ� WKHPVHOYHV� WR� PRUH� ULVN\� LQYHVWPHQW�� )XUWKHUPRUH�� ZKLOH� WKH
GHPDQG�RI�VWDWH�RZQHG�HQWHUSULVHV��62(V��KDV�EHHQ�GHFOLQLQJ�VLQFH������WR
VRPH� H[WHQW�� WKH� DXWRQRPRXV�ERGLHV� VXFK� DV�ZDWHU� DQG� HOHFWULFLW\� ERDUGV
DUH�VKRZLQJ�D�VLJQ�RI�LQFUHDVLQJ�GHPDQG�IRU�FUHGLW�WR�WKH�SXEOLF�VHFWRU�

9���$��62&,$/�(9$/8$7,21

2QH� RI� WKH� DUJXPHQWV� LQ� IDYRXU� RI� ILQDQFLDO� UHSUHVVLRQ� LV� WKDW� LW� DOORZV
JRYHUQPHQW�WR�GLUHFW�FUHGLW�WR�VRFLDOO\�GHVLUDEOH�VHFWRUV��/HIW�WR�WKH�PDUNHW
PHFKDQLVP��FUHGLW�PD\�QRW�IORZ�WR�VHFWRUV�ZKLFK�DUH�SHUFHLYHG�WR�KDYH�ORZ
SULYDWH� UHWXUQV�� 7KXV�� ILQDQFLDO� OLEHUDOL]DWLRQ� PD\� UHVXOW� LQ� GLYHUVLRQ� RI
IXQGV�IURP�UXUDO�DQG�DJULFXOWXUDO�VHFWRUV�DQG�VPDOO�FRWWDJH�LQGXVWULHV��ZLWK
VHULRXV�LPSOLFDWLRQV�IRU�SRYHUW\�DQG�LQHTXDOLW\�

7DEOH���SUHVHQWV�WKH�UXUDO�VKDUHV�RI�EDQN�DGYDQFHV�DQG�GHSRVLWV�� ,W�VKRZV
WKDW�WKHUH�KDV�EHHQ�D�VHFXODU�GHFOLQH�LQ�WKH�VKDUH�RI�UXUDO�DGYDQFHV��7KLV�LV
GHVSLWH�WKH�IDFW�WKDW�WKH�VKDUH�RI�UXUDO�GHSRVLWV�KDV�VHFXODUO\�JRQH�XS��7KXV�
WKHUH� LV�D�FOHDU� LQGLFDWLRQ�RI� WUDQVIHU�RI�IXQGV�IURP�UXUDO�WR�XUEDQ�VHFWRUV�
7DEOH� �� SUHVHQWV� WKH� VKDUH� RI� DJULFXOWXUDO� VHFWRU�� DQG� LW� VKRZV� D� VLPLODU
WUHQG��&RPPHQVXUDWH�ZLWK�WKHVH�ILQGLQJV�ZH�DOVR�ILQG�WKDW�WKHUH�LV�D�GHFOLQH
LQ�UXUDO�EUDQFKHV�ZKLOH�WKH�QXPEHU�RI�XUEDQ�EUDQFKHV�LQFUHDVHG�E\�QHDUO\��
SHU� FHQW� GXULQJ� �������� 7KHVH� ILQGLQJV� DUH� LQ� OLQH� ZLWK� WKH� WKRVH� RI� WKH
0LQLVWU\�RI�)LQDQFH�DV�UHSRUWHG�LQ�+DVVDQ��������
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TABLE 6
SHARE OF RURAL SECTOR IN TOTAL BANK DEPOSITS AND ADVANCES (PERCENTAGE)

<HDU 'HSRVLWV $GYDQFHV
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Sources: Statistical Yearbook of Bangladesh (1990, 1998) and Bangladesh Bank,
Scheduled Banks Statistics (July-Sept. 1998).

TABLE 7
SHARE OF CREDIT TO AGRICULTURE (PERCENTAGE)

<HDU $JULFXOWXUH�� $JULFXOWXUH��
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Notes: Agriculture 1: Based on bank advances by main economic purposes
Agriculture 2: Based on bank credit by sectors (private and public).

Sources: Statistical Yearbook of Bangladesh (1990, 1998) and Bangladesh Bank,
Scheduled Banks Statistics (July-September 1998).
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7KH�VKLIW�RI�UHVRXUFHV�IURP�UXUDO�WR�XUEDQ�VHFWRU�PD\�EH�FRQVLVWHQW�ZLWK�WKH
FODVVLFDO�WZR�VHFWRU�JURZWK�PRGHO�ZLWK�VXUSOXV�ODERXU��+RZHYHU��WKLV�PD\
KDYH� VHULRXV� LPSOLFDWLRQV� IRU� SRYHUW\� DQG� LQHTXDOLW\� LQ� D� FRXQWU\� ZKHUH
QHDUO\� ��� SHU� FHQW� RI� UXUDO� SRSXODWLRQ� OLYH� EHORZ� WKH� SRYHUW\� OLQH� DQG
LQFRPH� LQHTXDOLW\� RI� KRXVHKROGV� VKRZV� D� UDSLGO\� ULVLQJ� WUHQG����:RGRQ
������� VKRZV� WKDW� UXUDO� JURZWK� LV� PRUH� SRYHUW\�UHGXFLQJ� WKDQ� XUEDQ
JURZWK��EHFDXVH� UXUDO�JURZWK� LQFUHDVHV� LQHTXDOLW\� OHVV� WKDQ�XUEDQ�JURZWK�
(VWLPDWHV�E\�6HQ��������DQG�5DYDOOLRQ�DQG�6HQ��������VKRZ�WKDW�WKHUH�KDV
EHHQ�D�ULVH�LQ�UXUDO�SRYHUW\�PHDVXUHG�E\�WKH�KHDGFRXQW�LQGH[��DV�ZHOO�DV�D
UDSLG� GLYHUJHQFH� LQ� UXUDO�XUEDQ� LQFLGHQFH� RI� SRYHUW\� GXULQJ� WKH� SHULRG
�������� DQG� ���������'XULQJ� WKH� VDPH� SHULRG� WKH� UXUDO� SRYHUW\� JDS� KDV
ULVHQ� IURP������ SHU� FHQW� WR������ SHU� FHQW��$W� WKH� VDPH� WLPH�� WKH� QDWLRQDO
*LQL�FRHIILFLHQW�KDV�ULVHQ�IURP�������LQ�WKH�HDUO\�����V�WR�������LQ������
���� 7KH� UXUDO� *LQL� KDV� LQFUHDVHG� IURP� ������ WR� ������ GXULQJ� WKH� VDPH
SHULRG�� 7KH� *LQL� KDV� MXPSHG� GUDPDWLFDOO\� VLQFH� ��������� D� SHULRG
FRLQFLGHG�ZLWK�)653�

7KH� FDXVH� RI� XQVXVWDLQDEOH� ULVH� LQ� XUEDQ� SRSXODWLRQ�� HVSHFLDOO\� LQ� WKH
FDSLWDO� FLW\� DQG� VOXPV��PD\� OLH� LQ� WKLV� VKLIW� RI� UHVRXUFHV� DZD\� IURP� UXUDO
DQG�DJULFXOWXUDO�VHFWRU��7KH�XUEDQ�PLJUDWLRQ�RI�SRSXODWLRQ�PD\�KDYH�FDXVHG
WKH�GUDPDWLF�ULVH�LQ�XUEDQ�*LQL�FRHIILFLHQW�IURP�������LQ���������WR������
LQ����������7KXV��RQH�PD\� DOVR� GRXEW�ZKHWKHU� WKH� XUEDQ�ELDV�ZLOO� DW� WKH
HQG�FRQWULEXWH�WR�RYHUDOO�JURZWK�RI�WKH�HFRQRP\��7R�EHJLQ�ZLWK��WKH�ULVLQJ
LQHTXDOLW\�DQG�SRYHUW\�DUH�OLNHO\�WR�OHDG�WR�D�ORVV�RI�VXSSRUW�IRU�WKH�UHIRUP
SURJUDPPH�� )XUWKHUPRUH�� WKHUH� LV� D� JURZLQJ� ERG\� RI� OLWHUDWXUH� ZKLFK
VKRZV� WKDW� WKH� ULVH� LQ� LQHTXDOLW\� DQG� SRYHUW\� LV� GHWULPHQWDO� WR� JURZWK� DV
WKH\�PD\�OHDG�WR�VRFLDO�XQUHVW�DQG�FLYLO�FRPPRWLRQ��7RQ\�$GGLVRQ
V�������
ZRUN�LV�SDUWLFXODUO\�LQWHUHVWLQJ��DQG�VKRZV�WKDW�WKHUH�LV�D�FOHDU�OLQN�EHWZHHQ
ILQDQFLDO�VHFWRU�SROLFLHV�DQG�VRFLDO�FRQIOLFWV�

9,���32/,7,&6�$1'�5()2506

7KURXJK� WKH� )653�� %DQJODGHVK� KDV� SXW� LQ� SODFH� DOO� WKH� 
ULJKW
� OHJDO� DQG
DGPLQLVWUDWLYH�IUDPHZRUNV��2Q�SDSHU��WKH�ILQDQFLDO�V\VWHP�PHHWV�DOPRVW�DOO
WKH� LQWHUQDWLRQDO�DQG� WH[WERRN�VWDQGDUGV��7KHUHIRUH�� FDQ�ZH�FRQFOXGH� WKDW
WKH� ILQDQFLDO� VHFWRU� RI� %DQJODGHVK� LV� VRXQG� DQG� VDIH"� 8QIRUWXQDWHO\�� WKH
DQVZHU� LV� QR�� 7KLV� LV� EHFDXVH� RI� SROLWLFDO� LQWHUIHUHQFH� DQG� WKH� ODFN� RI
SROLWLFDO�ZLOO�WR�HQIRUFH�WKH�UHJXODWLRQV��$V�D�PDWWHU�RI�IDFW��%DQJODGHVK�ILWV
WKH�GHVFULSWLRQ�RI�SROLWLFDO�LQWHUIHUHQFH�RI�EDQNV�DV�GHSLFWHG�LQ�&DSULR�DQG
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+RQRKDQ���������&RQFHUQV�DERXW�WKH�UROH�RI�SROLWLFLDQV�KDYH�EHHQ�UDLVHG�DW
WKH� KLJKHVW� OHYHO�� 7KH� SUHVLGHQW� RI� WKH� FRXQWU\� LQ� D� VSHHFK� LQ� -XO\� ����
FDWHJRULFDOO\� VDLG�� 
«� SROLWLFDO� SDUWLHV� FDQQRW� FRQWLQXH� ZLWKRXW� VXSSRUW
IURP�WKH�ELJ�ORDQ�GHIDXOWHUV��MXVW�DV�WKH\�FDQQRW�FRQWLQXH�ZLWKRXW�VWXGHQWV�
PXVFOHPHQ�DQG�WHUURULVWV
��7KH�'DLO\�6WDU�����-XO\�����������7KH�SUHVLGHQW
VXPPDUL]HG�WKH�SUREOHPV�RI�WKH�EDQNLQJ�VHFWRU�LQ�WKH�IROORZLQJ�ZRUGV�

7KH� PDLQ� SUREOHPV� DUH� ILQDQFLDO� PHVV�� ORDQ� GHIDXOW� FXOWXUH�
QHJDWLYH� DFWLYLWLHV� RI� WUDGH� XQLRQV�� H[FHVV� PDQSRZHU�� FRUUXSWLRQ
DQG� ODFN� RI� HWKLFV�«�� 7KHVH� ORDQ� GHIDXOWHUV� KDYH� FUHDWHG� D� YHU\
GDQJHURXV� VLWXDWLRQ� LQ� WKH� EDQNV� DQG� RWKHU� ILQDQFLDO� LQVWLWXWLRQV�
7KH\�DUH�YHU\�SRZHUIXO�DQG�KDYH�SROLWLFDO�SDWURQDJH�

([DFWO\� D� \HDU� RQ�� WKH� VLWXDWLRQ� KDV� QRW� LPSURYHG�� &LWLQJ� D� VXUYH\�
3URIHVVRU� :DKLGXGGLQ� 0DKPRRG�� FKDLUPDQ� RI� WKH� %DQNLQJ� 5HIRUP
&RPPLWWHH��QRWHG�WKDW�03V��SROLWLFDO�OHDGHUV�DQG�XQLRQ�OHDGHUV�LQIOXHQFHG
RYHU����SHU�FHQW�RI�EDQN�ORDQV�WR�WKH�SULYDWH�VHFWRU��+H�IXUWKHU�QRWHG�WKDW�LQ
���SHU�FHQW�RI�WKH�FDVHV��PLQLVWHUV�XVHG�WKHLU�LQIOXHQFH�WR�FRPSHO�EDQNV�WR
VDQFWLRQ�ORDQV�WR�WKHLU�IDYRXUHG�SHUVRQV��ZKLOH�LQ����SHU�FHQW�RI�FDVHV��03V
LQIOXHQFHG�WKH�ORDQ�GHFLVLRQV�RI�EDQNV���

7KH�VDPH�KDV�EHHQ�HFKRHG�E\�RQH�RI�WKH�UHVSHFWHG�VHQLRU�HFRQRPLVWV�RI�WKH
FRXQWU\��3URIHVVRU�5HKPDQ�6REKDQ��,Q�KLV�ZRUGV�

7KH�FRXQWU\
V�SROLWLFDO�LQVWLWXWLRQV�DUH�EHLQJ�LQFUHDVLQJO\�GRPLQDWHG
E\� D� VHFWLRQ� RI� WKH� DIIOXHQW� HOLWH� ZKR� H[HUFLVH� FRQVLGHUDEOH
LQIOXHQFH�RQ�PDMRU�SROLWLFDO�SDUWLHV�DQG�WKH�SDUOLDPHQW��7KLV�LQ�WXUQ
LQIOXHQFHV�EDQN�ERDUGV�DQG�WKHLU�PDQDJHPHQW�WR�FRQGRQH�GHIDXOW�E\
UHSHDWHGO\� UHVFKHGXOLQJ� GHIDXOWHG� ORDQV�� 6LQFH� D� QXPEHU� RI
GHIDXOWHUV�DUH�QRZ�VLWWLQJ� LQ�SDUOLDPHQW�� WKH\�KDYH� WKH� FDSDFLW\� WR
EULQJ� WKHLU� FRQFHUQV� GLUHFWO\� EHIRUH� RXU� OHJLVODWRUV�� $� UHFHQW
LQFLGHQW�LQ�ZKLFK�D�SDUOLDPHQWDU\�FRPPLWWHH�LQWHUYHQHG�WR�DUJXH�IRU
D�GHIDXOWHU�DQG�WDNH�WKH�)LQDQFH�0LQLVWHU�WR�WDVN�LV�D�GHPRQVWUDWLRQ
RI�WKH�LQIOXHQFH�RI�GHIDXOWHUV�RQ�WKH�SROLWLFDO�V\VWHP���

:LWK�WKH�XS�FRPLQJ�HOHFWLRQV�LQ�PLQG��WKH�JRYHUQPHQW�KDV�FDYHG�LQ�WR�WKH
GHPDQGV�RI�D�VHFWLRQ�RI�WKH�EXVLQHVV�FODVV�DQG�DVNHG�WKH�%DQJODGHVK�%DQN
WR�UHOD[�LWV�ORDQ�DSSURYDO�FULWHULD��8QGHU�WKH�SUHYLRXV�V\VWHP�DQ�LQGLYLGXDO
RU� D� FRPSDQ\� UHODWHG� WR� D� FRPSDQ\�ZKLFK�KDV� GHIDXOWHG� ORDQV�ZDV� WR� EH
GLVTXDOLILHG� IRU�D� IUHVK� ORDQ��$� VHFWLRQ�RI� WKH�EXVLQHVV�KDV� FRQYLQFHG� WKH
JRYHUQPHQW�WKDW�WKLV�VWULFWHU�UXOH�ZDV�VWLIOLQJ�VRPH�JRRG�FRPSDQLHV��8QGHU
SUHVVXUH� IURP�WKH�JRYHUQPHQW�� WKH�%%�KDV� UHOD[HG�WKH� UXOH� WR�DOORZ� IUHVK
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ORDQV� WR� VXFK�SHUVRQV�RU�FRPSDQLHV�ZKR�DUH� UHODWHG� WR�D� FRPSDQ\�ZKRVH
ORDQV� DUH� FODVVLILHG� DV� VXEVWDQGDUG�RU�GRXEWIXO��7KH�)LQDQFH�0LQLVWHU� KDV
DOVR�DVNHG� WKH�%%� WR� UHYHUW�EDFN� WR� WKH� ORDQ�FODVVLILFDWLRQ�FULWHULD� IURP�D
WKUHH�PRQWKV� WR� D� VL[�PRQWKV� UHSD\PHQW� IDLOXUH��7KH�JRYHUQRU� RI� WKH�%%
EHOLHYHV�WKDW�WKHVH�FKDQJHV�ZLOO�GHIHDW�DWWHPSWV�WR�EULQJ�VRPH�GLVFLSOLQH�LQ
WKH�ILQDQFLDO�VHFWRU���

6R�PXFK�IRU�ORDQ�GHIDXOWV�ZKLFK�KDV�SODJXHG�WKH�EDQNLQJ�VHFWRU��:KHQ�LW
FRPHV�WR�WKH�PDQDJHPHQW�RI�EDQNV��WKH�%%�DOVR�ODFNV�WHHWK��GHVSLWH�WKH�IDFW
WKDW�LW�KDV�OHJDO�DXWKRULW\�WR�DSSRLQW�DQG�UHPRYH�FKDLUPHQ��0'V�DQG�ERDUG
RI� GLUHFWRUV�� 7KLV� FDPH� WR� RSHQO\� LQYROYLQJ� RQH� SULYDWH� EDQN� �8QLWHG
&RPPHUFLDO�%DQN�/WG����$Q� LQIOXHQWLDO�PHPEHU� �WUHDVXUHU�RI� WKH� QDWLRQDO
H[HFXWLYH�DQG�DQ�03��RI�WKH�UXOLQJ�$ZDPL�/HDJXH��$/��ZDV�LQGLFWHG�LQ�WKH
PXUGHU�RI�WKH�FKDLUPDQ�RI�WKH�EDQN��+H�ZHQW�LQWR�H[LOH�WR�DYRLG�DUUHVW��EXW
FDPH�EDFN�ZKHQ� WKH�$ZDPL�/HDJXH�ZRQ� WKH� ODVW� HOHFWLRQ��+H�ZDQWHG� WR
UHJDLQ�FRQWURO�RI� WKH�EDQN�DQG� WKHUH�ZDV�YLROHQFH��7KH�%DQJODGHVK�%DQN
DFWHG�E\�DSSRLQWLQJ�DQ�RXWVLGHU�DV�DGPLQLVWUDWRU�IROORZLQJ�DUPHG�WDNH�RYHU
E\�WKH�VDLG�$/�OHDGHU��EXW�KH�ODVWHG�RQO\�D�GD\�EHFDXVH�WKH�6XSUHPH�&RXUW
RYHUWXUQHG�%%�DFWLRQ�ZKLFK�ZDV�QRW�OLNHG�E\�WKLV�LQIOXHQWLDO�SHUVRQDOLW\�

7KH�PDQDJHPHQW�DQG�RSHUDWLRQ�RI�1&%V�DUH�DOVR�VHYHUHO\�DIIHFWHG�E\�WKH
WUDGH� XQLRQ� DFWLYLWLHV�� 7KH� WUDGH� XQLRQV� DUH� DIILOLDWHV� RI� YDULRXV� SROLWLFDO
SDUWLHV�� HVSHFLDOO\� RI� WKH� WKUHH� ODUJHVW� RQHV�� $OWKRXJK� WKH� ,QGXVWULDO
5HODWLRQV� 2UGLQDQFH� ������� DOORZV� IRU� D� PD[LPXP� RI� WKUHH� UHJLVWHUHG
XQLRQV�LQ�D�EDQN����LQ�SUDFWLFH�WKHUH�DUH�����XQLRQV�RSHUDWLQJ�LQ�HDFK�EDQN�
LQFOXGLQJ�WKH�%DQJODGHVK�%DQN��%KDWWDFKDU\D��������7KH� OHDGHUV�RI� WUDGH
XQLRQV� DQG� FHQWUDO� EDUJDLQLQJ� DJHQFLHV� YLUWXDOO\� UXQ� D� SDUDOOHO
DGPLQLVWUDWLRQ�FRQWUROOLQJ�SRVWLQJV��SURPRWLRQV�DQG�WUDQVIHUV�RI�HPSOR\HHV
DQG�RIILFLDOV��,Q�RQH�LQFLGHQW��WKH�0'�RI�D�1&%��$JUDQL�%DQN��KDG�WR�TXLW
KLV� MRE� XQGHU� SUHVVXUH� IURP� WKH� XQLRQ� ZKHQ� KH� ZDQWHG� WR� LPSOHPHQW� D
PDVVLYH� WUDQVIHU� SODQ� IRU� WKH� PLG�OHYHO� RIILFLDOV���� 7KH� VLWXDWLRQ� GLG� QRW
LPSURYH� GHVSLWH� WKH�ZDUQLQJ� RI� WKH�:RUOG�%DQN�ZKLFK�ZDQWHG� D� EDQ� RQ
XQLRQ�DFWLYLWLHV�DV�D�SUH�FRQGLWLRQ�IRU�LWV�ILQDQFLDO�DQG�WHFKQLFDO�VXSSRUW�WR
WKH�UHIRUP�SURJUDPPH��7KH�JRYHUQPHQW
V�UHVSRQVH�ZDV�WR�IRUP�D�WDVN�IRUFH
RQ�XQLRQ� DFWLYLWLHV�ZKLFK� UHFRPPHQGHG� VXVSHQVLRQ�RI� XQLRQ� DFWLYLWLHV� LQ
WKH� EDQNLQJ� VHFWRU� DQG� VXJJHVWHG� WR� GHFODUH� WKH� EDQNLQJ� VHFWRU� DQ
HPHUJHQF\� VHUYLFH�� 2EYLRXVO\� WKH� LPSOHPHQWDWLRQ� RI� WKHVH
UHFRPPHQGDWLRQV� UHTXLUHV� D� YHU\� VWURQJ�SROLWLFDO�ZLOO� DQG� FRXUDJH� DV� WKH
SROLWLFDO� SDUWLHV�ZLOO� KDYH� WR� GLVDVVRFLDWH� WKHPVHOYHV� IURP� WKHLU� DIILOLDWHG
XQLRQV�



��

%HVLGHV�SROLWLFDO�LQWHUIHUHQFH��RQH�FDQ�DOVR�ILQG�DQ�H[SDQVLRQLVW�WHQGHQF\�RI
WKH�$/�JRYHUQPHQW��7KLV�LV�UHYHDOHG�E\�WKH�ULVH�LQ�SXEOLF�VHFWRU�ERUURZLQJV
IURP�WKH�EDQNLQJ�V\VWHP��3URIHVVRU�0DKPRRG�QRWHG�WKDW�IRU�WKH�ILUVW�WLPH
LQ� WKH� FRXQWU\
V� KLVWRU\�� QHW� FUHGLW� WR� WKH� SXEOLF� VHFWRU� IURP� WKH� EDQNLQJ
V\VWHP�KDV�H[FHHGHG� WKDW� WR� WKH�SULYDWH�VHFWRU����%HVLGHV� WKH� ORVV�PDNLQJ
62(V�� WKLV� GHYHORSPHQW� UHODWHV� WR� WKH� 
SRSXOLVW
� WUDGLWLRQ� RI� WKH� $ZDPL
/HDJXH�JRYHUQPHQW�ZKLFK�LV�UHIOHFWHG�LQ�LWV�GHFODUHG�QXPEHU�RQH�REMHFWLYH
RI� SRYHUW\� UHGXFWLRQ�� ,W� FRQWLQXHV� WR�PDLQWDLQ� D� ODUJH� SXEOLF� VHFWRU�� DV� D
KXJH�EXGJHW�GHILFLW� �FORVH� WR� ��SHU� FHQW�RI�*'3�� LQ� WKH����������� ILVFDO
\HDU�VKRZV��DQG�VKLHV�DZD\�IURP�UHVWUXFWXULQJ��RU�GLYHVWLQJ��62(V�DV�WKHVH
DUH�XVHG�IRU�GLVWULEXWLQJ�VWDWH� ODUJHVVH� WKURXJK�HPSOR\PHQW�RSSRUWXQLWLHV�
,Q� WKH� ODVW� EXGJHW� EHIRUH� WKH� QH[W� HOHFWLRQ�� LW� GHFLGHG� WR� LQFUHDVH
DJULFXOWXUDO�FUHGLW�DQG�FKRVH�WR�ERUURZ�IURP�WKH�EDQNLQJ�VHFWRU�UDWKHU�WKDQ
ZLGHQ�WKH�UHYHQXH�EDVH�

��� $�SULQFLSDO�DJHQW�H[SODQDWLRQ�RI�SROLWLFDO�EHKDYLRXU

)RU�WKH�XQGHUVWDQGLQJ�RI�WKH�DERYH�VWDWH�RI�DIIDLUV��ZH�LQYRNH�WKH�
SULQFLSDO�
DJHQW
� IUDPHZRUN� WKDW� GHDOV� ZLWK� SUREOHPV� DVVRFLDWHG� ZLWK� DV\PPHWULF
LQIRUPDWLRQ�EHWZHHQ� DQ� DJHQW� DQG� D� SULQFLSDO�� ,Q� WKLV� FDVH�� WKHUH� DUH� WZR
SUREOHPV²WKH�UHODWLRQ�EHWZHHQ�WKH�JRYHUQPHQW�DQG�FLWL]HQV��YRWHUV���DQG
WKH�UHODWLRQ�EHWZHHQ�WKH�JRYHUQPHQW�DQG�GRQRUV��,Q�ERWK�FDVHV��JRYHUQPHQW
LV�WKH�DJHQW��/HW�XV�ILUVW�GHDO�ZLWK�WKH�VHFRQG�FDVH²WKH�JRYHUQPHQW�GRQRU
UHODWLRQ�ZKHUH� WKH� JRYHUQPHQW� KDV� D� EHWWHU� NQRZOHGJH� RI� LWV� LQWHQWLRQ� RI
KRZ� WR� XVH� WKH� DLG� PRQH\�� 7R� VROYH� WKLV� SUREOHP� RI� DV\PPHWULF
LQIRUPDWLRQ��WKH�GRQRUV�FDQ�XVH�FRQGLWLRQDOLW\�WR�LQGXFH�WKH�JRYHUQPHQW�WR
XQGHUWDNH�FHUWDLQ�UHIRUPV��)RU�WKHP�WR�EH�HIIHFWLYH��DLG�DQG�JUDQWV�VKRXOG
FRPH�LQ�WUDQFKHV��,Q�WKH�FDVH�RI�%DQJODGHVK�ZH�FDQ�DW�OHDVW�VD\�WKDW�
IRUPDO

FKDQJHV� LQ� WKH� ILQDQFLDO� VHFWRU�ZHUH� WKH� UHVXOWV� RI� GRQRU� FRQGLWLRQDOLWLHV�
7KXV�� LI� ZH� HYDOXDWH� WKH� FRQGLWLRQDOLWLHV� RQ� WKH� EDVLV� RI� 
LQSXW�RXWSXW

FULWHULD� WKHQ� WKH\� DSSHDU� WR� EH� DQ� HIIHFWLYH� WRRO� WR� HOLFLW� FRQGXFLYH
EHKDYLRXU� IURP� WKH� DJHQW�� +RZHYHU�� MXGJLQJ� E\� WKH� 
RXWFRPH
� FULWHULD���
FRQGLWLRQDOLWLHV�GR�QRW�VHHP�WR�KDYH�DFKLHYHG�PXFK��7KHUH�LV�DQ�H[WHQVLYH
OLWHUDWXUH�ZKLFK�GHDOV�ZLWK�WKH�IDLOXUH�RI�FRQGLWLRQDOLWLHV��VHH�'UD]HQ�����
IRU�D�EULHI�VXUYH\���2QH�RI� WKH�UHDVRQV�IRU�IDLOXUH� LV� WKDW�RXWFRPHV�FDQ�EH
FRQIRXQGHG�E\�PDQ\�IDFWRUV�DQG�WKH�DJHQW�FDQ�XVH�WKHP�DV�H[FXVHV��0RUH
LPSRUWDQWO\�� FRQGLWLRQDOLWLHV� FDQQRW� EH� DSSOLHG� WR� 
LQIRUPDO
� LQVWLWXWLRQDO
FKDQJHV�ZKLFK�DUH�LQWDQJLEOH��EXW�DUH�IXQGDPHQWDO�LQJUHGLHQWV�LQ�RXWFRPHV
DV�WKH\�LQIOXHQFH�WUDQVDFWLRQV�DPRQJ�VRFLDO�DJHQWV�
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1H[W� ZH� WXUQ� WR� WKH� UHODWLRQ� EHWZHHQ� WKH� JRYHUQPHQW� �DJHQW�� DQG� YRWHUV
�SULQFLSDO��ZKHUH�WKH�JRYHUQPHQW��SROLWLFLDQV��KDV�EHWWHU� LQIRUPDWLRQ��7KH
HOHFWRUDWH� FKRRVH� UHSUHVHQWDWLYHV� ZKR� GR� QRW� KDYH� H[DFWO\� WKH� VDPH
SUHIHUHQFHV�DV� WKH\�GR�RYHU�SROLFLHV��'HVSLWH�DOO� WKH�DQQRXQFHPHQWV� LQ�DQ
HOHFWLRQ�PDQLIHVWR��WKH�SROLWLFLDQV��FDQGLGDWHV�IRU�WKH�DJHQF\��NQRZ�EHWWHU
DERXW� WKHLU� LQWHQWLRQ� WKDQ� WKH� YRWHUV�� 2QH� IXQGDPHQWDO� GLIIHUHQFH� LQ� WKLV
FDVH� IURP� WKH� JRYHUQPHQW�GRQRU� UHODWLRQ� LV� WKDW� WKHUH� LV� PRUH� WKDQ� RQH
SULQFLSDO� DQG� KHQFH� QR� 
IRUPDO
� FRQWUDFW� EHWZHHQ� WKH� WZR� SDUWLHV� FDQ� EH
VLJQHG� �'L[LW� ������� 7KH� RQO\� ZD\� WKH� YRWHUV� FDQ� LQGXFH� FRQGXFLYH
EHKDYLRXU� IURP� WKHLU� UHSUHVHQWDWLYHV� LV� WKURXJK� WKH� WKUHDW�RI� HYLFWLRQ��6R�
WKH�SDUW\�LQ�SRZHU�PXVW�HDUQ�UHSXWDWLRQ�LQ�D�UHSHDWHG�JDPH��7KHUHIRUH��IRU
WKH� WKUHDW� RI� HYLFWLRQ� WR� EH� HIIHFWLYH�� ZH� QHHG� WR� KDYH� DW� OHDVW� DQ
LQGHSHQGHQW�HOHFWLRQ�FRPPLVVLRQ�

7KHUH�VKRXOG��RI�FRXUVH��EH�VRPH�VXSSRUWLQJ�LQVWLWXWLRQV�IRU�WKH�VDWLVIDFWRU\
UHVROXWLRQ�RI�ERWK�SULQFLSDO�DJHQW�SUREOHPV��%RWK�YRWHUV�DQG�GRQRUV�PXVW
EH�DEOH�WR�NQRZ�ZKDW�LV�KDSSHQLQJ�IRU�ZKLFK�WKHUH�VKRXOG�EH�LQVWLWXWLRQV�WR
HQKDQFH� DFFRXQWDELOLW\� DQG� WUDQVSDUHQF\�� 7KH� IRUPDO� LQVWLWXWLRQV� WKDW� DUH
QHHGHG� IRU� WKHVH� SXUSRVHV� DUH� DQ� LQGHSHQGHQW� DQWL�FRUUXSWLRQ� EXUHDX�� DQ
LQGHSHQGHQW�MXGLFLDU\�DQG�DQ�LQGHSHQGHQW�DXGLWRU�JHQHUDO
V�RIILFH����7KHVH
DUH�VXSSRVHG�WR�ZRUN�DV�
FKHFNV�DQG�EDODQFH
�RQ�WKH�SRZHU�RI�WKH�H[HFXWLYH
DUP�RI�WKH�JRYHUQPHQW��+RZHYHU��HYHQ�LI�WKH�GHVLUHG�IRUPDO�LQVWLWXWLRQV�DUH
LQ� SODFH�� WKHUH� LV� QR� JXDUDQWHH� WKDW� WKH� YRWHUV� FDQ� KDYH� HIIHFWLYH� FRQWURO
RYHU�WKHLU�UHSUHVHQWDWLYHV
�EHKDYLRXU��$V�)HUHMRKQ��������KDV�VKRZQ��ZKHQ
WKH�HOHFWRUDWH�DUH�KHWHURJHQHRXV��WKH�LQFXPEHQW�FDQ�SOD\� WKHP�RII�DJDLQVW
HDFK� RWKHU�� VR� WKDW� KH�VKH� LV� HQWLUHO\� XQFRQWUROOHG� E\� WKH� HOHFWRUDWH�� 7KH
YRWHUV� DOVR� FDQQRW� WUXVW� WKH� FKDOOHQJHU� DV� KH�VKH� FDQQRW� RIIHU� D� ELQGLQJ
FRPPLWPHQW��7KXV�� WKH�GLVWULEXWLYH�FRQIOLFW�DPRQJ�WKH�YRWHUV�PD\�OHDG�WR
DQ�RXWFRPH�ZKHUH�DOO�RI�WKHP�VXIIHU�

%DQJODGHVK�LV�IDU�IURP�KDYLQJ�WKHVH�IRUPDO�LQVWLWXWLRQV��$OWKRXJK�WKH�FKLHI
HOHFWLRQ�FRPPLVVLRQHU� LV�VXSSRVHG� WR�EH�DSSRLQWHG�RQ�WKH�EDVLV�RI�DQ�DOO�
SDUW\� FRQVHQVXV�� WKH� JRYHUQPHQW� KDV� UHFHQWO\� DSSRLQWHG� WKH� FKLHI
FRPPLVVLRQHU� XQLODWHUDOO\�� 7KH� FKLHI� FRPPLVVLRQHU
V� SRZHU� LV� OLPLWHG� LQ
SUDFWLFH�DV�LV�UHIOHFWHG�LQ�PDQ\�RFFDVLRQV��7KH�VXFFHVVLYH�JRYHUQPHQWV� LQ
%DQJODGHVK� KDYH� VNLUWHG� WKH� QRWLRQ� RI� KDYLQJ� DQ� LQGHSHQGHQW� DQWL�
FRUUXSWLRQ� DJHQF\�� DQG� WKH� DJHQF\� LV� FRQWUROOHG� E\� WKH� 3ULPH�0LQLVWHU
V
RIILFH�� 5HIHUULQJ� WR� WKH� SUHVHQW� JRYHUQPHQW
V� DWWLWXGH� WR� WKLV� LVVXH�� DQ
LQIOXHQWLDO�ORFDO�GDLO\�LQ�LWV�HGLWRULDO�KDV�FRPPHQWHG�� 
2QH�FDQ�H[SHFW�WZR
WKLQJV�WR�KDSSHQ�IURP�VXFK�DQ�REVHVVLYH�LQVLVWHQFH�RQ�NHHSLQJ�WKH�EXUHDX
RI�DQWL�FRUUXSWLRQ�XQGHU�WKH�3ULPH�0LQLVWHU
V�RIILFH��ILUVW��FRUUXSWLRQ�ZKLFK
LV�EDVLFDOO\�WKH�KDQGPDLGHQ�RI�UXOLQJ�SDUW\�IXQFWLRQDULHV²LQ�FRKRUWV�ZLWK



��

SXEOLF� RIILFLDOV²ZLOO� EH� LQGLUHFWO\� HQFRXUDJHG�� 6HFRQGO\�� VXFK� DQ� DQWL�
FRUUXSWLRQ�EXUHDX�FDQ�EH�XVHG�DV�D�ZHDSRQ�DJDLQVW�SROLWLFDO�RSSRQHQWV�ZLWK
DOWHUQDWLQJ� IUHTXHQFLHV
���� &ULWLTXHV� KDYH� DOVR� SRLQWHG� RXW� WR� WKH
SROLWLFL]DWLRQ�RI� WKH� MXGLFLDU\� DQG�RWKHU�JRYHUQPHQW� IXQFWLRQDULHV� VXFK� DV
WKH�SROLFH�DQG�WKH�EXUHDXFUDF\��7KH�SDUOLDPHQW�KDV�QR�RSSRVLWLRQ�PHPEHUV
VLQFH� WKH� RSSRVLWLRQ� SDUWLHV� GHFLGHG� WR� ZDON� RXW� LQ� SURWHVW� DJDLQVW� WKH
SDUWLVDQ�UXOLQJV�RI�WKH�VSHDNHU���

7KH� DERYH� GLVFXVVLRQ� VKRZV� WKDW� WKH� DELOLW\� RI� VRFLHWDO� DFWRUV� WR� HYRNH
JRYHUQPHQWDO�UHVSRQVLYHQHVV�RU�DFFRXQWDELOLW\�LQ�%DQJODGHVK�LV�DOPRVW�QLO�
0RUH�LPSRUWDQWO\��WKH�UXOLQJ�HOLWH�GRHV�QRW�MXVW�UHVLVW��LJQRUH�RU�IDLO�WR�VROYH
WKH�FRXQWU\
V�SROLWLFDO�� VRFLDO�DQG�HFRQRPLF�SUREOHPV�� LW� RIWHQ�RSHUDWHV� LQ
GHILDQFH� RI� ZLGHVSUHDG� SXEOLF� GHPDQGV� DV� GHPRQVWUDWHG� E\� WKH� UHFHQW
HQDFWPHQW�RI�6SHFLDO�3RZHUV�$FW�DQG�WKH�3XEOLF�6DIHW\��6SHFLDO�3URYLVLRQ�
$FW�LQ�WKH�IDFH�RI�PDVVLYH�SURWHVWV��&ULWLTXHV�EHOLHYH�WKDW�WKLV�DFW�KDV�EHHQ
HQDFWHG� NHHSLQJ� DQ� H\H� RQ� WKH� ORRPLQJ� HOHFWLRQ� DQG� IRU� KDUDVVLQJ� WKH
RSSRVLWLRQ�

2QH�RI�WKH�UHDVRQV�IRU�WKH�UHVLVWDQFH�WR�FULWLFLVP�DQG�VRFLDO�SURWHVW�ZLWKLQ
WKH�SROLWLFDO�VSDFH�KDV�EHHQ�WKH�TXDOLWDWLYH�VKULQNDJH�RI�WKH�SROLWLFDO�VSKHUH�
7KLV�KDSSHQHG�IRU�D�QXPEHU�RI�IDFWRUV��)LUVW��VLQFH�WKH�LQGHSHQGHQFH�RI�WKH
FRXQWU\�SROLWLFDO�SDUWLHV�KDYH�JRQH�WKURXJK�PDQ\�UHDOLJQPHQWV�ZKLFK�VDZ
UH�JURXSLQJV� RI� ERWK� OHIW�� DQG� ULJKW�ZLQJ� SDUWLHV�� 6HFRQG� DQG� PRUH
LPSRUWDQWO\�� ZLWK� WKH� HQG� RI� WKH� FROG� ZDU� DQG� JOREDOL]DWLRQ�� SROLWLFDO
SODWIRUPV� RI� ERWK� OHIW� DQG� ULJKW� KDYH� FRQYHUJHG�� $V� D� UHVXOW�� WKH� RQO\
FRPSHWLWLRQ�EHWZHHQ�WKH�SDUWLHV� LV�RYHU� 
ZKR
�ZLOO� LPSOHPHQW� WKH�SROLFLHV�
DQG� LW� KDV� EHFRPH�GLIILFXOW� WR� GLIIHUHQWLDWH� DPRQJ�SROLWLFDO� SDUWLHV� H[FHSW
IRU� WKHLU� OHDGHUV��7KHUH� LV�D�FRPSOHWH� DEVHQFH�RI�YLVLRQ� DQG�YDOXHV� LQ� WKH
SROLWLFDO� DQG�HFRQRPLF�GHEDWHV�ZKLFK�KDYH�GHJHQHUDWHG� LQ� SHUVRQDO�PXG�
VOLQJLQJ�DQG�VWXFN�LQ�WKH�SDVW���

9,,���&21&/8',1*�5(0$5.6�
025$/�&21675$,176�$1'�7+(�&,9,/�62&,(7<

)ROORZLQJ�6HQ
V��H�J������������D������E��ZRUN��RQH�ZRXOG�KDYH�H[SHFWHG
WR�VHH�OHVV�RI�D�IDLOXUH�RI�SXEOLF�SROLF\�LQ�D�GHPRFUDWLF�VRFLHW\�ZLWK�D�IUHH
SUHVV�� 7KLV� LV� DW� OHDVW� ZKDW� WKH� JRYHUQRU� RI� WKH� %DQJODGHVK� %DQN�
'U�)DUDVKXGGLQ� $KPHG�� KRSHG� IRU� D� \HDU� DJR�� 
:LWK� SXEOLF� DZDUHQHVV
JURZLQJ�� WKH� EDQNLQJ� VHFWRU� ZRXOG� VRRQ� EH� DEOH� WR� UHVWRUH� D� FRQJHQLDO
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DWPRVSKHUH�WR�FRQWULEXWH�WR�WKH�QDWLRQDO�HFRQRP\
����'HVSLWH�D�YHU\�YRFDO
SUHVV� DQG� UHVSHFWHG� SHUVRQDOLWLHV�� LQFOXGLQJ� WKH� SUHVLGHQW� RI� WKH� FRXQWU\�
SXUVXLQJ�WKH�LVVXH�RI�ORDQ�GHIDXOWV�DQG�SROLWLFDO�FRQQHFWLRQV��WKH�GLVPDO�DQG
FRUUXSW�VWDWH�RI�DIIDLUV�LQ�%DQJODGHVK�FRQWLQXHV�

7KLV� VKRZV� WKDW� IRUPDO� LQVWLWXWLRQV�GR�QRW�PDWWHU� DV� VXFK�XQOHVV� WKH\� FDQ
LQGXFH�FKDQJHV� LQ� WKH�ZD\� VRFLDO� DJHQWV�EHKDYH��7KH�EHKDYLRXU�RI� VRFLDO
DFWRUV� LV� LQIOXHQFHG�PRUH�E\� LQIRUPDO� LQVWLWXWLRQV�DQG�KHQFH� WKH\�KDYH� WR
FRPSOHPHQW� WKH� IRUPDO� LQVWLWXWLRQV��)RU�H[DPSOH�� WKH� IRUPDO� OHJDO� V\VWHP
RI�SXQLVKLQJ�D�FULPLQDO�PD\�IDLO�LI�WKH�VRFLHW\�SURWHFWV�KLP�KHU��,Q�D�VRFLHW\
ZKHUH� D� SHUVRQ� KDYLQJ� ZHDOWK� ZD\� DERYH� ZKDW� KLV�KHU� NQRZQ� VRXUFH� RI
LQFRPH� ZRXOG� DOORZ� KLP�KHU� WR� DFFXPXODWH� LV� QRW� DVKDPHG�� UDWKHU� FDQ
FRPPDQG�UHVSHFW�RU�EX\� LQIOXHQFH� WKURXJK�VRPH�UDWLRQDOL]LQJ�H[HUFLVH�RI

FKDULW\
�� WKH� DQWL�FRUUXSWLRQ� DJHQF\� PD\� ILQG� LW� YHU\� GLIILFXOW� WR� HQIRUFH
ZKDWHYHU�DQWL�FRUUXSWLRQ�ODZ�LV�DYDLODEOH�WR�LW����7KH�VXFFHVVIXO�H[SHULHQFH
RI� WKH� *UDPHHQ� %DQN� VKRZV� WKDW� SHHU� PRQLWRULQJ� WKURXJK� VKDPH�
UHSULPDQG� DQG� HQFRXUDJHPHQW� KDV� D� VXSHULRU� RXWFRPH� WKDQ� WKH� IRUPDO
FROODWHUDO�UHTXLUHPHQW�

8QIRUWXQDWHO\�� LW� LV� PRUH� GLIILFXOW� WR� FKDQJH� LQIRUPDO� LQVWLWXWLRQV� WKDQ
IRUPDO�RQHV��DQG�WKHUH�LV�QR�EOXHSULQW�WKDW�PD\�EH�IROORZHG�WR�LQGXFH�VXFK
FKDQJHV��+RZHYHU�� LW� VHHPV� WKDW� WKH� IDLOXUH� RI� IRUPDO� LQVWLWXWLRQV� FDQ� HDW
DZD\� HWKLFDO� QRUPV� RI� WKH� VRFLHW\�� DQG� PD\� LQGXFH� SHUYHUVH� VRFLDO
UHVSRQVH��2QH�H[DPSOH�WKDW�VSULQJV�WR�PLQG��LV�WKH�WDNLQJ�RI�ODZ�DQG�RUGHU
LQWR�RQH
V�KDQG�ZKHQ� WKH� DXWKRULW\� IDLOV�ZKLFK� HYHQWXDOO\�PD\� HQFRXUDJH
GHYLDQW� EHKDYLRXU�� 7KDW� LV�� WKH� LQWHUDFWLRQ� EHWZHHQ� IRUPDO� DQG� LQIRUPDO
LQVWLWXWLRQV�PD\�EH�DV\PPHWULFDO��:KLOH� LW�PD\� WDNH�D�YHU\� ORQJ� WLPH� IRU
IRUPDO�LQVWLWXWLRQV�WR�LQGXFH�FKDQJHV�LQ�VRFLDO�EHKDYLRXU�� WKHLU�IDLOXUH�FDQ
FDXVH�VRFLDO�GHJHQHUDWLRQ�DW�D�PXFK�IDVWHU� UDWH��)RU� WKDW� UHDVRQ�DORQH��ZH
PXVW�HPSKDVL]H�VWUHQJWKHQLQJ�IRUPDO�LQVWLWXWLRQV�

$OWKRXJK� VR� IDU� FLYLO� VRFLHW\� KDV� QRW� EHHQ� DEOH� WR� LQGXFH� JRYHUQPHQW
DFFRXQWDELOLW\��WKH�UROH�RI�D�OLYLQJ�DQG�ZDWFKIXO�FLYLO�VRFLHW\�VKRXOG�QRW�EH
XQGHUHVWLPDWHG�LQ�FUHDWLQJ�DQG�PDLQWDLQLQJ�HWKLFDO�VRFLDO�EHKDYLRXU��7KLV�LV
DOO� WKH� PRUH� LPSRUWDQW� ZKHQ� WKH� VWDWH� LV� ZDQWLQJ� LQ� WKLV� UHVSHFW� DQG� LWV
DJHQWV� DUH� WKHPVHOYHV� LQYROYHG� LQ� YDULRXV� VRUWV� RI� LOOHJDO� RU� IUDXGXOHQW
DFWLYLWLHV��$�FLYLO�VRFLHW\� LQ�WKH�ILUVW�SODFH�FDQ�XQLWH�WKH�HOHFWRUDWH�WR�YRWH
RQ� WKH� EDVLV� RI� DJJUHJDWH� SHUIRUPDQFH� RI� WKH� JRYHUQPHQW� UDWKHU� WKDQ
QDUURZ�VHFWLRQDO�LQWHUHVWV�VR�WKDW�SROLWLFLDQV�FDQQRW�SOD\�RII�RQH�DJDLQVW�WKH
RWKHU��7KLV�KDV�EHHQ�GRQH�LQ�PDQ\�RFFDVLRQV�LQ�WKH�SDVW����0RUH�UHFHQWO\�
FLYLO� VRFLHW\� JURXSV� SOD\HG� D� VLJQLILFDQW� UROH� LQ� GHSRVLQJ� WKH� GLFWDWRULDO
UHJLPH� RI� (UVKDG� LQ� ������ ,Q� WKH� ORQJ�UXQ�� FLYLO� JURXSV� VKRXOG� VWULYH� WR
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FUHDWH�DQG�PDLQWDLQ�JHQHUDOL]HG�PRUDOLW\��VR�WKDW�PRUDO�QRUPV�FDQ�DFW�DV�D
VXEVWLWXWH�IRU��RU�D�UHLQIRUFHPHQW�RI��IRUPDO�UXOHV�DQG�FRQWURO�PHFKDQLVPV�
ZLWK�WKH�UHVXOW�WKDW�IRUPDO�HQIRUFHPHQW�DQG�SXQLVKPHQW�LQVWLWXWLRQV�EHFRPH
RI�VHFRQGDU\�LPSRUWDQFH�

%DVHG�RQ�WKH�H[SHULHQFH�RI�WKH�$VLDQ�ILQDQFLDO�FULVLV��ORQJ�WLPH�SURSRQHQWV
RI�ILQDQFLDO�OLEHUDOL]DWLRQ�&ROH�DQG�6ODGH������������FRQFOXGHG�WKDW�LI�WKH
ILQDQFLDO� VHFWRU� LV� OLEHUDOL]HG� ZLWKRXW� DGHTXDWH� SUXGHQWLDO� UHJXODWLRQ�
ILQDQFLDO�LQVWLWXWLRQV�DUH�OLNHO\�WR�EH�
FDSWXUHG�E\�SRZHUIXO�SROLWLFDO�DQG�RU
EXVLQHVV� LQWHUHVWV� WKDW� RSHUDWH� WKH� LQVWLWXWLRQ� WR� VHUYH� WKHLU� RZQ� LQWHUHVWV
UDWKHU�WKDQ�WKRVH�RI�WKH�FUHGLWRUV�GHSRVLWRUV
��7KLV�LV�LQGHHG�WKH�H[SHULHQFH
RI� %DQJODGHVK�� %XW� WKH� H[SHULHQFH� RI� %DQJODGHVK� DOVR� EULQJV� D� QHZ
GLPHQVLRQ� WR� WKH� LVVXH� RI� VHTXHQFLQJ� RI� UHIRUPV�� 7KH� SRZHUIXO� EXVLQHVV
LQWHUHVWV� PD\� HLWKHU� FDSWXUH� WKH� UHJXODWRU� LQVWLWXWLRQV� RU� PDNH� WKHP
LQHIIHFWLYH� WKURXJK� WKHLU� SROLWLFDO� FRQQHFWLRQV�� 7KXV�� OLEHUDOL]DWLRQ� DQG
IRUPDO� LQVWLWXWLRQDO� UHIRUPV� GR� QRW� QHFHVVDULO\� UHGXFH� RU� HOLPLQDWH
WUDQVDFWLRQ� FRVWV�� *LYHQ� WKH� DEVHQFH� RI� D� FRGH� RI� FRQGXFW� EDVHG� RQ� WKH
SULQFLSOH�RI�DEVWUDFW�HTXDOLW\�DPRQJ�LQGLYLGXDOV��WKH�DFWXDO�WUDQVDFWLRQ�FRVWV
DUH� OLNHO\� WR� EH� KLJKHU� DIWHU� WKH� LQWURGXFWLRQ� RI� WKH� UHIRUP� SURJUDPPH
�3ODWWHDX� ������� $V� 6HQ� �����E�� KDV� SRLQWHG� RXW�� WKH� SUREOHPV� DULVH� QRW
IURP� WKH� H[LVWHQFH� RI� PDUNHWV� SHU� VH�� 7KH\� DULVH� IURP� DQ� 
LQDGHTXDWH
SUHSDUHGQHVV� WR� PDNH� XVH� RI� PDUNHW� WUDQVDFWLRQV�� XQFRQVWUDLQHG
FRQFHDOPHQW�RI�LQIRUPDWLRQ��RU�XQUHJXODWHG�XVH�RI�DFWLYLWLHV�WKDW�DOORZ�WKH
SRZHUIXO� WR�FDSLWDOL]H�RQ�WKHLU�DV\PPHWULF�NQRZOHGJH�DQG�FRPPDQG�RYHU
UHVRXUFHV�«� ,QGHHG�� WKH� RYHUDOO� DFKLHYHPHQWV� RI� WKH� PDUNHW� DUH� GHHSO\
FRQWLQJHQW�RQ�SROLWLFDO�DQG�VRFLDO�DUUDQJHPHQWV
��6HQ�����E����

127(6

��6HH�+RVVDLQ�DQG�&KRZGKXU\��������IRU�D�VXUYH\�RI�LVVXHV�LQYROYHG�

��6HH�,VODP�DQG�&KRZGKXU\��������IRU�D�VXUYH\�RI�LVVXHV�LQYROYHG�

��&DOFXODWHG�RQ�WKH�EDVLV�RI�FRVW�RI�IXQGV��UHWXUQV�RQ�FDSLWDO��ULVNV�DQG�RSHUDWLQJ�FRVWV�

��������SHU�FHQW�DERYH�WKH�LQIODWLRQ�UDWH�

��7KH�JRYHUQPHQW�UHFDSLWDOL]HG�WKH�1&%V�WR�WKH�H[WHQW�RI�7DND������ELOOLRQ�LQ������DQG
7DND������ELOOLRQ�LQ�������+DVVDQ�������
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��2QH�RI�WKH�SUREOHPV�ZDV�WKH�WLPH�FRQVXPLQJ�QDWXUH�RI�GLVSRVLQJ�WKH�EDQNUXSWF\�FDVHV
WKURXJK� WKH� SURFHVV� RI� FLYLO� FRXUWV�� 8QGHU� WKH� QHZ� $FW�� H[FOXVLYH� EDQNUXSWF\� FRXUWV
KDYH�EHHQ�VHW�XS�IRU�WKH�FRPPHUFLDO�DUHDV�RI�'KDND�DQG�&KLWWDJRQJ�

��7KH�'DLO\�6WDU����-XQH�������LQWHUQHW�YHUVLRQ���$V�PHQWLRQHG�HDUOLHU��LQ�WKH�EXGJHW�IRU
ILVFDO� \HDU� ����������� WKH� JRYHUQPHQW� KDV� SURSRVHG� WR� RIIVHW� WKHVH� GHIDXOW� ORDQV� E\
JLYLQJ� 1&%V� LQWHUHVW�EHDULQJ� ERQGV�� :KLOH� WKLV� VROYHV� WKH� SUREOHP� RI
XQGHUFDSLWDOL]DWLRQ�� WKH� 62(V� DUH� OLNHO\� WR� FRQWLQXH� KDHPRUUKDJLQJ� WKH�1&%V�� ,Q� WKH
ILVFDO�\HDU������������WKH�ORVV�RI�62(V�VWRRG�DW�7N����ELOOLRQ�

��7KH�'DLO\�6WDU��-XQH�������LQWHUQHW�YHUVLRQ��

��7KH�$FW�KDV�EHHQ�DPHQGHG�WR�VHW�D�PD[LPXP�SHULRG�RI�WKUHH�\HDUV�IRU�VHWWOLQJ�GHIDXOW
ORDQV�

���7DVOLP� ������� KDV� VKRZQ� WKDW� LQ� D� FRXQWU\�� OLNH� %DQJODGHVK��ZKHUH� WKH� VXSSO\� RI
HQWUHSUHQHXULDO� VNLOO� LV� ODFNLQJ�� WKHUH� LV� D� UDWLRQDO� WHQGHQF\� E\� PD[LPL]LQJ� DJHQWV� WR
VNLP�RII�ORDQV��GHOLEHUDWH�PDFKLQDWLRQV��UDWKHU�WKDQ�XVLQJ�WKH�ORDQ�LQ�D�EXVLQHVV�SURMHFW�
+HUH�PD[LPL]LQJ�DJHQWV�ZKR�DUH�ULVN�DYHUVH�FKRRVH�D�FHUWDLQ�RXWFRPH�RYHU�DQ�XQFHUWDLQ
RQH�

���&DSLWDO�UHTXLUHPHQWV�RQO\�EHFRPH�HIIHFWLYH�ZKHQ�WKH\�UDLVH�EDQNV
�FRVWV�VXIILFLHQWO\
WR�LPSDFW�RQ�WKHLU�ZLOOLQJQHVV�WR�SD\�KLJK�GHSRVLW�UDWHV��+HOOPDQQ��0XUGRFN�DQG�6WLJOLW]
�����������

���1HZ�SULYDWH�EDQNV�DUH�FRPLQJ�LQWR�WKH�PDUNHW�IDLUO\�UHJXODUO\�

���%DQJODGHVK�%DQN��6FKHGXOHG�%DQNV�6WDWLVWLFV��-XO\�6HSW�������

���7KH�LQFLGHQFH�RI�SRYHUW\�LV�EDVHG�RQ�KHDGFRXQW�UDWLR�XVLQJ�WKH�EDVLF�QHHGV�PHWKRG�
6HH�6WDWLVWLFDO�<HDUERRN�RI�%DQJODGHVK��������7DEOHV�������DQG���������7KH�SRRU�UHO\
RQ� DJULFXOWXUH� IRU� WZR�WKLUGV� RI� WKHLU� LQFRPH� �'HY�� 3DULNK� DQG� 6XU\DQDUD\DQD
��������������

���7KH�'DLO\�6WDU�����0D\�������LQWHUQHW�YHUVLRQ��

���7KH�'DLO\�6WDU����-XQH�������LQWHUQHW�YHUVLRQ��

���7KH�'DLO\�6WDU����-XO\�������LQWHUQHW�YHUVLRQ��

���)RU� UHJLVWUDWLRQ�D� WUDGH�XQLRQ�PXVW�KDYH� DW� OHDVW� RQH�WKLUG�RI� WKH� HPSOR\HHV�RI� WKH
HQWHUSULVH�HQOLVWHG�DV�LWV�PHPEHUV��%XW�WKHUH�LV�QR�PHFKDQLVP�WR�PRQLWRU�WKLV�

���+H��KRZHYHU��JDYH�RQO\�KHDOWK�UHDVRQV�IRU�KLV�HDUO\�UHWLUHPHQW��DQG�VDLG�WKDW�KH�SXW
WKH�SODQ�RQ�KROG�EHFDXVH�VXFK�D�PDMRU�GHFLVLRQ�VKRXOG�EH�WDNHQ�E\�WKH�QHZ�0'��7KLV
KDSSHQHG� ZLWKLQ� RQH� ZHHN� RI� DQQRXQFLQJ� WKH� SODQ� �7KH� )LQDQFLDO� ([SUHVV�� ��� -XO\
������

���7KH�'DLO\�6WDU�����0D\�������LQWHUQHW�YHUVLRQ��

���+HUH� RXWFRPH� UHIHUV� WR� WKH� XOWLPDWH� REMHFWLYH� RI� UHIRUP�� L�H�� LQ� WKH� FDVH�� ILQDQFLDO
VHFWRU�GLVFLSOLQH�
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���7KH�LQGHSHQGHQFH�PDLQO\�UHIHUV�WR�RSHUDWLRQDO�LQGHSHQGHQFH�

���7KH�'DLO\�6WDU�����-XQH�������LQWHUQHW�YHUVLRQ��

���7KH�$/�GLG�WKH�VDPH�ZKHQ�LQ�RSSRVLWLRQ�

���6HH�&L]UH�6DNDOOLRJOX�DQG�<HOGDQ��������IRU�D�VLPLODU�DSSUDLVDO�RI�7XUNH\�

���7KH�'DLO\�6WDU�����-XO\���������

���6HH�3ODWWHDX� ������� IRU� DQ� H[FHOOHQW� H[SRVLWLRQ� RI� WKH� UROH� RI�PRUDO� YDOXHV� IRU� WKH
VXFFHVV�RI�PDUNHWV�

���7ZR� VLJQLILFDQW� RQHV� DUH� ����� SURYLQFLDO� HOHFWLRQ� LQ� (DVW� 3DNLVWDQ� DQG� WKH� ����
HOHFWLRQV�IRU�WKH�3DNLVWDQ�1DWLRQDO�$VVHPEO\�

���6HQ������E��PDLQWDLQV� WKDW� WKH�PDUNHW�PHFKDQLVP�DFKLHYHV�JUHDW�VXFFHVV�ZKHQ� WKH
SURYLVLRQ�RI�EDVLF�HGXFDWLRQ��HVVHQWLDO�PHGLFDO�IDFLOLWLHV�DQG�FRPPDQG�RYHU�HOHPHQWDU\
UHVRXUFHV�VXFK�DV�ODQG�DUH�ZLGHO\�VKDUHG��7KH�FLYLO�VRFLHW\�RUJDQL]DWLRQV�LQ�%DQJODGHVK
DUH�GRLQJ�VRPH�H[FHOOHQW�ZRUNV�LQ�WKLV�DUHD�
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$33(1',;

TABLE A
SHARE OF INTERESTS, COMMISSIONS AND DIVIDENDS IN REVENUE

,QWHUHVWV &RPPLVVLRQV 'LYLGHQGV

<HDU 1&%V 3&%V 1&%V 3&%V 1&%V 3&%V

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

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

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

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

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

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

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

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

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

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

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

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

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

Sources: Statistical Yearbook of Bangladesh (1990, 1998).
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TABLE B
SHARE OF WAGES AND INTERESTS IN TOTAL EXPENDITURE

:DJHV�DQG�VDODULHV ,QWHUHVWV

<HDU 1&%V 3&%V 1&%V 3&%V

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

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

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

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

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

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

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

���� ������ �������� �������� �������

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

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

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

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

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

Sources: Statistical Yearbook of Bangladesh (1990, 1998).
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TABLE C
DISTRIBUTION OF CREDIT BY SECTORS

3XEOLF

<HDU 7RWDO 62(V
$XWRQRPRXV

ERGLHV 3ULYDWH

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

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

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

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

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

���� ������� ������� �������� �������

���� 1$ 1$ 1$ 1$

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

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

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

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

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

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

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

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

Sources: Statistical Yearbook of Bangladesh (1990, 1998).
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TABLE D
DISTRIBUTION OF CREDIT BY ECONOMIC PURPOSES

<HDU 5HDO�HVWDWH &RQVWUXFWLRQ &RPPHUFH

���� �������� �������� ��������

���� �������� ������� ��������

���� �������� �������� ��������

���� �������� �������� ��������

���� �������� �������� ��������

���� �������� �������� ��������

���� NA 1$ 1$

���� 1$ 1$ ��������

���� 1$ �������� ��������

���� 1$ �������� ��������

���� 1$ ������ ��������

���� 1$ �������� ��������

���� 1$ �������� ��������

���� 1$ �������� ��������

���� 1$ �������� ��������

Sources: Statistical Yearbook of Bangladesh (1990, 1998).
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5()(5(1&(6

$GGLVRQ�� 7�� �������� 
)LQDQFH� LQ� &RQIOLFW� DQG� 5HFRQVWUXFWLRQ
�� 3DSHU
SUHVHQWHG� DW� WKH� )LQDQFH� DQG� 'HYHORSPHQW� :RUNVKRS�� 8QLYHUVLW\� RI
0DQFKHVWHU��-XO\������

$UURZ�� .�� �������� ,QIRUPDWLRQ� DQG� (FRQRPLF� %HKDYLRU�� 6WRFNKROP�
)HGHUDWLRQ�RI�6ZHGLVK�,QGXVWULHV�

%DQGLHUD��2���*��&DSLUR��3��+RQRKDQ�DQG�)��6FKLDQWDUHOOL� �������� 
'RHV
)LQDQFLDO� 5HIRUP� 5DLVH� RU� 5HGXFH� 6DYLQJV"
� :DVKLQJWRQ�� '&�� :RUOG
%DQN��0LPHR�

%DUWK�� -��� *�� &DSLUR� DQG� 5�� /HYLQH� �������� 
)LQDQFLDO� 5HJXODWLRQ� DQG
3HUIRUPDQFH�� &URVV�&RXQWU\� (YLGHQFH
��:DVKLQJWRQ�� '&��:RUOG� %DQN�
0LPHR�

%KDWWDFKDU\D�� '�� �������� 
7KH� 6WDWH� RI� *RYHUQDQFH� LQ� %DQJODGHVK
V
%DQNLQJ� 6HFWRU�� 3HUVSHFWLYHV� RQ� WKH� 5HIRUP� 0HDVXUHV
�� LQ� 5�� 6REKDQ
�HG���� &ULVLV� LQ� *RYHUQDQFH�� $� 5HYLHZ� RI� %DQJODGHVK
V� 'HYHORSPHQW
������'KDND��&HQWUH�IRU�3ROLF\�'LDORJXH�DQG�8QLYHUVLW\�3UHVV�/WG�

&DSULR��-��DQG�3��+RQRKDQ��������� 
5HVWRULQJ�%DQNLQJ�6WDELOLW\��%H\RQG
6XSHUYLVHG� &DSLWDO� 5HTXLUHPHQWV
�� 7KH� 6RXWK� $IULFDQ� -RXUQDO� RI
(FRQRPLFV����������������$OVR�LQ�-RXUQDO�RI�(FRQRPLF�3HUVSHFWLYHV��)DOO
��������������������

&L]UH�6DNDOOLRJOX�� 8�� DQG� (�� <HOGDQ� �������� 
3ROLWLFV�� 6RFLHW\� DQG
)LQDQFLDO�/LEHUDOL]DWLRQ��7XUNH\�LQ�WKH�����V
��'HYHORSPHQW�DQG�&KDQJH�
������������

&ROH��'��DQG�%��6ODGH���������
7KH�&ULVLV�DQG�)LQDQFLDO�6HFWRU�5HIRUP
��LQ
+��$UQGW�DQG�+��+DOO� �HGV����6RXWKHDVW�$VLD
V�(FRQRPLF�&ULVLV��2ULJLQV�
/HVVRQV��DQG�WKH�:D\�)RUZDUG��6LQJDSRUH��,6($6�

'HY��6��0���.��3DULNK�DQG�6XU\DQDUD\DQD���������
,QGLD
��LQ�0��*��4XLEULD
�HG���� 5XUDO� 3RYHUW\� LQ� (PHUJLQJ� $VLD
�� 9RO�� ��� 0DQLOD�� $VLDQ
'HYHORSPHQW�%DQN�
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