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%LWFRLQ� UHSUHVHQWV� D� QHZ� PRQHWDU\� V\VWHP� LQWURGXFHG� LQ� ������ $� ELWFRLQ

JDLQV� LWV� YDOXH� IURP� LWV� XVH� IRU�PDNLQJ� SD\PHQWV� LQ� WKH� ELWFRLQ� HFRV\VWHP��$� SHUVRQ

RZQLQJ� WKH� ELWFRLQV�� HQMR\V� RQO\� WKH� SULYLOHJH� RI� PRYLQJ� WKH� ELWFRLQV� LQ� WKH� ELWFRLQ

HFRV\VWHP� DQG� QRWKLQJ� PRUH� WKDQ� WKDW�8QOLNH� WKH� WUDGLWLRQDO� SD\PHQW� V\VWHPV�� WKH

ELWFRLQ� LV� D� SURRI� RI� ZRUN�EDVHG� SD\PHQW� V\VWHP�ZLWK� QR� WKLUG� SDUW\� LQWHUPHGLDWLRQ�

7KDW� PHDQV� WKH� SD\HU� DQG� SD\HH� WUDQVDFW� GLUHFWO\� RYHU� WKH� ELWFRLQ� QHWZRUN�� 7KH

H[LVWLQJ� EDQNLQJ� V\VWHP� H[WUDFWV� HQRUPRXV� YDOXH� IURP� VRFLHW\� DQG� LW� LV� SDUDVLWLF� LQ

QDWXUH�� 7KLV� SDSHU� LV� DQ� DWWHPSW� WR� DQDO\]H� WKH� OHJDO� SHUVSHFWLYH� RI� WKH� ELWFRLQV�� 7KH

ILUVW� WKLQJ� WKDW� ZLOO� EH� GLVFXVVHG� LQ� WKLV� SDSHU� ZLOO� EH� DERXW� WKH� VWDWXV� RI� ELWFRLQV� LQ

WKH� H\HV� RI� ODZ� LQ� YDULRXV� MXULVGLFWLRQV�� 7KXV�� WKH� PDLQ� REMHFWLYH� RI� WKLV� SDSHU� ZLOO

UHYROYH� DURXQG� WKH� FRPSDUDWLYH� DQDO\VLV� RI� WKH� YDULRXV� MXULVGLFWLRQV� SHUWDLQLQJ� WR� WKH

XVH� RI� ELWFRLQV� DV� DQ� DOWHUQDWLYH� WR� WKH� H[LVWLQJ� SD\PHQW� V\VWHPV�� )XUWKHU�� WKH� UXOHV

HQIRUFHG� E\� WKH� UHJXODWRUV� IURP�YDULRXV� MXULVGLFWLRQV� SHUWDLQLQJ� WR� WKH� XVH� RI� ELWFRLQV

ZLOO� EH� GLVFXVVHG�

,1752'8&7,21

6WDUWHG� LQ� ������ ELWFRLQ� V\VWHP� KDV� HPHUJHG� DV� DQ� DOWHUQDWLYH� WR� WKH

H[LVWLQJ�SD\PHQW�V\VWHP��,Q�WKH�UHFHQW�SDVW��ELWFRLQV�KDYH�DWWUDFWHG�D�JUHDW�GHDO�RI

DWWHQWLRQ� RQ� VHYHUDO� IURQWV�� %LWFRLQ� UHOLHV� RQ� DGYDQFHG� FU\SWRJUDSK\� WHFKQLTXHV

DQG� LV� EHLQJ� VXSSRUWHG� E\� D�ZHOO�HVWDEOLVKHG� QHWZRUN� RI� XVHUV�� WKHUHE\�� HQVXULQJ

LWV�VWDELOLW\�DQG�UHOLDELOLW\� �1DNDPRWR���������:KHQ�ZH�HQWHU�D� WUDQVDFWLRQ� LQ� WKH

6KRUW�&RPPXQLFDWLRQ



ELWFRLQ�V\VWHP��LW�LV�DQ�LUUHYRFDEOH�RQH��7KDW�PHDQV�WKH�SD\PHQW�FDQQRW�EH�VWRSSHG

DQG�LV�PDGH�LPPHGLDWHO\��2QH�PRUH�LPSRUWDQW�WKLQJ�UHJDUGLQJ�WKH�ELWFRLQV�LV�WKDW

ZKLOH�PDNLQJ� WKH� WUDQVDFWLRQ��RQO\� WKH�RZQHUVKLS�RI� WKH�ELWFRLQV� LV�FKDQJHG�RYHU

WKH� ELWFRLQ� QHWZRUN� V\VWHP�� 7KLV� RZQHUVKLS� VWUXFWXUH� KDV� WR� EH� UHJLVWHUHG

VRPHZKHUH��RWKHUZLVH�LW�FRXOG�EH�TXLWH�WHPSWLQJ�IRU�ELWFRLQ�KROGHUV�WR�GXSOLFDWH�LW

DQG�XVH�WKH�VDPH�PXOWLSOH�WLPHV��7KDW�LV�ZK\�HYHU\�SLHFH�RI�LQIRUPDWLRQ�SHUWDLQLQJ

WR� WKH� ELWFRLQV� LV� VWRUHG� LQ� D� �/HGJHU�� DQG� ZKHQ� D� WUDQVDFWLRQ� LQ� ELWFRLQV� WDNHV

SODFH��WKDW�VSRW�LQ�WKH�OHGJHU�LV�WUDQVIHUUHG�WR�WKH�QHZ�RZQHU�RI�WKH�ELWFRLQ��%LWFRLQ

WUDQVDFWLRQV�GR�QRW�FRQWDLQ�DQ\�SHUVRQDO�LQIRUPDWLRQ��WKXV�PDNLQJ�LW�DQ�DQRQ\PRXV

WUDQVDFWLRQ��2QO\�WKH�SULYDWH�NH\�KROGHU�NQRZV�WKH�LGHQWLW\�RI� WKH�ELWFRLQ�DGGUHVV

RZQHU��86*$2��������

,W�LV�ZRUWK�SRQGHULQJ�ZKHWKHU�ELWFRLQ�LV�D�FXUUHQF\�RU�D�WHFKQRORJ\��:KLOH

XQGHUVWDQGLQJ� WKH� IXQFWLRQLQJ� RI� ELWFRLQ� V\VWHP� DV� DQ� DOWHUQDWLYH� PHWKRG� RI

SD\PHQW��WKLV�EHFRPHV�FOHDU�WKDW�WKH�WZR�DVSHFWV�QDPHO\�FXUUHQF\�DQG�WHFKQRORJ\

DUH�LQH[WULFDEO\�OLQNHG�WR�HDFK�RWKHU��2QH�ORVHV�LWV�H[LVWHQFH�ZLWKRXW�WKH�RWKHU��7KXV�

ELWFRLQ�UHSUHVHQWV�D�QHZ�PRQHWDU\�V\VWHP�ZKLFK�LV�DQ�HDV\�DQG�DOVR�DQ�DIIRUGDEOH

ZD\�WR�VHQG�DQG�UHFHLYH�PRQH\��7KH�REMHFWLYH�RI�WKH�SDSHU�LV�WR�H[SORUH�WKH�OHJDOLW\

RI�ELWFRLQ�LQ�WKH�WRS�WHQ�HFRQRPLHV�RI�WKH�ZRUOG�LQ�WHUPV�RI�WKHLU�UHVSHFWLYH�QRPLQDO

*'3V�LQFOXGLQJ�WKH�8QLWHG�6WDWHV��&KLQD��-DSDQ��*HUPDQ\��)UDQFH��8QLWHG�.LQJGRP�

%UD]LO��,WDO\��5XVVLD�DQG�,QGLD�UHVSHFWLYHO\�

%,7&2,1�3$<0(17�6<67(0

%LWFRLQ�LV�D�GHFHQWUDOL]HG�SD\PHQW�V\VWHP��,Q�FHQWUDOL]HG�SD\PHQW�V\VWHPV

ZH� VHH� WKDW� WKH� LVVXHU� HQMR\V� WKH� SULYLOHJH� RI� YHULI\LQJ� DQG� H[HFXWLQJ� WKH

WUDQVDFWLRQV�� 6LPSO\�� WKH� LVVXHU� DGPLQLVWHUV� DOO� WKH� DFFRXQWV� WKURXJK� ZKLFK� WKH

SD\PHQWV� DUH� PDGH�� %XW� WKH� FDVH� LV� DOWRJHWKHU� GLIIHUHQW� RI� ELWFRLQV� ZKHUHLQ� WKH

YHULILFDWLRQ� DQG� H[HFXWLRQ� RI� WUDQVDFWLRQV� LV� DFWXDOO\� KDQGHG� RYHU� WR� WKH� ELWFRLQ

XVHUV� RQ� WKH� QHWZRUN�� 7KXV�� D� ELWFRLQ� V\VWHP�ZRUNV� LQGHSHQGHQW� RI� JRYHUQPHQW�

EDQNV� DQG� RWKHU� LQVWLWXWLRQV�� 7KHUH� LV� QR� WKLUG� SDUW\� LQWHUYHQWLRQ� LQ� WKH� ELWFRLQ

V\VWHP�� WKH� WZR� SDUWLHV� WR� D� WUDQVDFWLRQ� WUDQVDFW� GLUHFWO\� ZLWK� RQH� DQRWKHU�

%LWFRLQ� V\VWHP� KDV� WKH� FKDUDFWHULVWLF� IHDWXUHV� RI� ERWK� D� FDVK� V\VWHP� DV

ZHOO� DV� DQ� RQOLQH� SD\PHQW� V\VWHP�� :H� NQRZ� D� QXPEHU� RI� DOWHUQDWLYH� SD\PHQW

PHWKRGV� KDYH� EHHQ� GHYHORSHG� IURP� WLPH� WR� WLPH� IRU� H[DPSOH�ZH� KDYH� H�ZDOOHWV

�3D\SDO�� *RRJOH� &KHFNRXW��:HE�PRQH\� DQG� VR� RQ�� GLUHFW� GHELW� V\VWHPV�� PRQH\

WUDQVIHU� V\VWHPV� HWF��+RZHYHU��ZKDW� GR� WKHVH� SD\PHQW� V\VWHPV� KDYH� LQ� FRPPRQ

LV� WKDW� WKH\� DUH� GHQRPLQDWHG� LQ� H[LVWLQJ� FXUUHQFLHV� DQG� DUH� DOVR� UHJXODWHG� E\� WKH

JRYHUQPHQW�RU� WLHG� WR� D� FHQWUDO�EDQN��+RZHYHU�� WKHUH� LV�QRWKLQJ� OLNH� WKDW� LQ� FDVH

RI� ELWFRLQ� V\VWHP�� $� WUDQVDFWLRQ� LV� FDUULHG� RXW� EHWZHHQ� WKH� FRQFHUQHG� SDUWLHV

$VLI�+��&KDUDJ��$VLI�)D]LOL� �� ,QGLDQ�0DQDJHPHQW� 6WXGLHV� -RXUQDO� ��� ������� ����������



FU\SWRJUDSKLFDOO\� IURP�RQH�SXEOLF�NH\� WR�DQRWKHU�NH\�

7KH� ELWFRLQV� DUH� JHQHUDWHG� E\� D� SURFHVV� NQRZQ� DV� %LWFRLQ� 0LQLQJ�7KH

SURFHVV�RI�PLQLQJ�DFWXDOO\�LQYROYHV�H[HFXWLRQ�RI�FRPSOH[�QXPEHU�FUXQFKLQJ�WDVNV

FDUULHG�RXW�E\� WKH�FRPSXWHUV�RYHU� WKH�ELWFRLQ�QHWZRUN��+RZHYHU�� WKH�SURFHGXUH

KDV�EHHQ�VHW�XS�LQ�VXFK�D�PDQQHU�WKDW�LW�EHFRPHV�PRUH�GLIILFXOW�WR�JHQHUDWH�QHZ

ELWFRLQV�RYHU� WLPH�DQG� WKLV�ZD\� WKH�PD[LPXP�QXPEHU�RI�ELWFRLQV� WKDW�FDQ�HYHU

EH�JHQHUDWHG�KDV�EHHQ�OLPLWHG�WR�DURXQG����PLOOLRQ��7KXV��WKHUH�LV�QR�RSWLRQ�OHIW

IRU� WKH�PLQHUV� WR� LQWURGXFH� D� IORRG� RI� ELWFRLQV� LQ� WKH� V\VWHP� WKHUHE\� GHFOLQLQJ

WKH�YDOXH�RI� WKRVH�ELWFRLQV�ZKLFK�DUH�DOUHDG\� LQ� WKH�QHWZRUN��7KH� LVVXHUV�RI� WKH

ELWFRLQ�DUH�FDOOHG�DV� �0LQHUV���7KHVH�PLQHUV�DUH�QRW�XQGHU� WKH� VXSHUYLVLRQ�RI�D

JRYHUQPHQW� DXWKRULW\��7KXV�� LVVXDQFH� RI� ELWFRLQV� LV� QRW� D� JRYHUQPHQW� UHJXODWHG

DFWLYLW\�

7KH�PDLQ�DGYDQWDJH�RI�ELWFRLQV�RYHU�WKH�WUDGLWLRQDO�FXUUHQFLHVLV�WKDW�WKH

WUDQVDFWLRQ�FRVWV�DUH�ORZ��%HFDXVH�RI�WKLV�IHDWXUH�ZH�VHH�WKDW�VPDOO�UHWDLOHUV�KDYH

GHFLGH� WR�XVH�ELWFRLQV�DV�D�PRGH�RI�SD\PHQW��$V�ZH�NQRZ�WKH�H[LVWLQJ�EDQNLQJ

V\VWHP� WDNHV� DZD\� D� ODUJH� SRUWLRQ� RI� RXU�PRQH\� DV� D� WUDQVDFWLRQ� IHH�ZKHQHYHU

ZH�ZDQW� WR� VHQG�PRQH\� WR�RXU� UHODWLYHV� UHVLGLQJ� LQ� VRPH�RWKHU�FRXQWU\��$W� WKDW

WLPH�ELWFRLQV�FDQ�SURWHFW�XV�EHFDXVH� WKH� WUDQVDFWLRQ�FRVW�ZLOO�EH�YHU\� ORZ�RU� DW

WLPHV� QRWKLQJ�� 7KH� DYHUDJH� WUDQVDFWLRQ� IHHV� DUH� EHWZHHQ� �� DQG� �� SHUFHQW� RQO\�

$QRWKHU� DGYDQWDJH� RI� ELWFRLQ� V\VWHP� LV� WKDW� LW� HQDEOHV� DQRQ\PRXV� SD\PHQWV

RQOLQH�� 7KDW� PHDQV� WKH� LGHQWLW\� RI� EX\HU� DQG� VHOOHU� LV� QRW� H[SRVHG� RYHU� WKH

QHWZRUN��6LQFH�QR�FDUG�QXPEHUV�DQG�DFFRXQW�QXPEHUV�DUH� UHYHDOHG� WR� WKH�XVHUV

WKXV�ZH�VHH� WKHUH� LV�D� ORZHU� ULVN�RI� IUDXG��7KHLU� LGHQWLW\� LV�HQFU\SWHG�EXW�D� IXOO

UHFRUG� RI� HYHU\� XVHU� DQG� HYHU\� ELWFRLQ� LV� SUHVHUYHG� RQ� WKH� SXEOLFO\� DYDLODEOH

OHGJHU�

$SDUW� IURP� WKH� DGYDQWDJHV� RI� ELWFRLQV�� WKHVH� DOVR� VXIIHU� IURP� FHUWDLQ

VHULRXV� OLPLWDWLRQV�ZKLFK� LQFOXGH�KLJK�SULFH�YRODWLOLW\�� LQHODVWLF� VXSSO\�GHSHQGHQW

XSRQ�PDWKHPDWLFDO� FRGLQJ�� ODFN�RI� OHJDO� VHFXULW\�� DQG�D�QXPEHU�RI� VHULRXV� LVVXHV

GXH� WR� WKH� LPPDWXULW\� RI� WKH� FXUUHQF\�� %HFDXVH� RI� WKH� DQRQ\PLW\� SUHVHQW� LQ� WKH

V\VWHP��ELWFRLQV�FDQ�EH�H[WHQVLYHO\�XVHG�E\�WKH�FULPLQDOV�IRU�LOOHJDO�DFWLYLWLHV�OLNH

�0RQH\�ODXQGHULQJ��DQG��7D[�HYDVLRQV���8VLQJ�ELWFRLQ�IRU�VHFXULW\�DQG�DQRQ\PLW\

D� ZHEVLWH� NQRZQ� DV� �7KH� 6LON� 5RDG�� DOORZHG� LWV� XVHUV� WR� EX\� DQG� VHOO� GUXJV

�3DWWHUVRQ���������+RZHYHU�DW�SUHVHQW�KXQGUHGV�RI�OHJLWLPDWH�UHWDLOHUV�DUH�DFFHSWLQJ

ELWFRLQDV�D�IRUP�RI�SD\PHQW�LQFOXGLQJ�YHQGRUV�VHOOLQJ�FORWKLQJ��JDPHV��PXVLF��DQG

VRPH�KRWHOV�DQG�UHVWDXUDQWV��)%,���������7KDW�LV�ZK\�IHZ�JRYHUQPHQWV�KDYH�WDNHQ

VWHSV� WR� UHJXODWH� LW� DQG� FXUE� LWV� SRWHQWLDO� XVH� IRU� WD[� HYDVLRQV� DV�ZHOO��+RZHYHU�

WKH� UHJXODWLRQ� RI� ELWFRLQ� V\VWHP� LV� VWLOO� DW� LWV� QDVFHQW� VWDJH�

$VLI�+��&KDUDJ��$VLI� )D]LOL� �� ,QGLDQ�0DQDJHPHQW� 6WXGLHV� -RXUQDO� ��� ������� ������� ���
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$V� LW� LV� TXLWH� HYLGHQW� WKDW� WKH� OHJDO� VWDWXV� RI� ELWFRLQV� LV� QRW� WKH� VDPH

DFURVV�GLIIHUHQW�FRXQWULHV��,Q�VRPH�FRXQWULHV�LW�KDV�EHHQ�JLYHQ�D�JUHHQ�VLJQDO�ZKLOH

LQ�RWKHUV�LW�KDV�REVHUYHG�D�UHG�VLJQDO��$QG�LQ�VRPH�RWKHUV��ZDLW�DQG�ZDWFK�DWWLWXGH

KDV� EHHQ� REVHUYHG�� 2YHUDOO�� RQH� PD\� VD\� WKDW� WKLV� IRUP� RI� GLJLWDO� FXUUHQF\� LV

SULPDULO\� D� FRGH� EHLQJ� XVHG� IRU� VHQGLQJ� DQG� UHFHLYLQJ� PRQH\� RQOLQH�� 2QO\� WKH

ELWFRLQ� XVHUV� DUH� DEOH� WR� FRQWURO� WKLV� FXUUHQF\� DQG� QR� LQVWLWXWLRQ� LV� DEOH� WR

DGPLQLVWHU�LW�

:KLOH�QXPHURXV�VWXGLHV�KDYH�H[DPLQHG�WKH�YRODWLOLW\�DQG�IXWXUH�RI�ELWFRLQ

�3RODVLN�HW�DO���������/HWUD��������%RXRL\RXU�DQG�6HOPL��������.DWVLDPSD��������&KLX

DQG�.RHSSO�� ������&KX� HW� DO��� ������� WKHUH� DUH� YHU\� IHZ� VWXGLHV� WKDW� H[SORUH� WKH

EURDGHU� FU\SWRFXUUHQF\�PDUNHW� DQG�KRZ� LW� LV� HYROYLQJ�

8QLWHG�6WDWHV

7KH�8�6��7UHDVXU\�FODVVLILHG�ELWFRLQ�DV�D�FRQYHUWLEOH�GHFHQWUDOL]HG�YLUWXDO

FXUUHQF\� LQ� ������$� 0DJLVWUDWH� -XGJH� RI� D� 7H[DV� 8�6�� 'LVWULFW� &RXUW� FODVVLILHG

ELWFRLQ� DV� D� FXUUHQF\�� 7KH� 8�6�� *RYHUQPHQW� $FFRXQWDELOLW\� 2IILFH� �*$2�

UHFRPPHQGHG�LQ�0D\�������WKDW�WKH�,QWHUQDO�5HYHQXH�6HUYLFH��,56�IRUPXODWH�D�WD[

JXLGDQFH�IRU�ELWFRLQ�EXVLQHVVHV��(QG�RI�0DUFK�������LQ�WLPH�IRU������WD[�ILOLQJ��WKH

,56� LVVXHG� D� JXLGDQFH� WKDW� LW� FRQVLGHUHG� YLUWXDO� FXUUHQF\� DV� SURSHUW\� IRU� IHGHUDO

WD[DWLRQ�DQG�WKDW��DQ�LQGLYLGXDO�ZKR�
PLQHV
�YLUWXDO�FXUUHQF\�DV�D�WUDGH�RU�EXVLQHVV

LV� VXEMHFW� WR� VHOI�HPSOR\PHQW� WD[��� ,Q� -DQXDU\� ������ WKH� 8�6�� 6HFXULWLHV� DQG

([FKDQJH� &RPPLVVLRQ� �6(&�� IRFXVHG� RQ� ZKHWKHU� ELWFRLQ�GHQRPLQDWHG� VWRFN

H[FKDQJHV�ZHUH� LOOHJDO�� DQG� LQTXLUHG� LQWR� XQUHJLVWHUHG� VHFXULWLHV� RIIHULQJV� RI� WKH

JDPEOLQJ�VLWH�6DWRVKL'LFH�DQG�)HHG=H%LUGV��,Q�0D\�������LW�ZDUQHG�LQYHVWRUV�WKDW

�ERWK�IUDXGVWHUV�DQG�SURPRWHUV�RI�KLJK�ULVN�LQYHVWPHQW�VFKHPHV�PD\�WDUJHW�ELWFRLQ

XVHUV��� 7KH&RQVXPHU� )LQDQFLDO� 3URWHFWLRQ� %XUHDX� ZDUQHG� FRQVXPHUV� RI� ELWFRLQ

EHLQJ�ULVN\�

$V�RI�0D\�������1HZ�<RUN�6WDWH�LV�WKH�RQO\�VWDWH�ZLWK�D�ILQDO�ELWFRLQ�UXOH�

FRPPRQO\UHIHUUHG� WR� DV� D� %LW/LFHQVH�� ,Q� 0DUFK� ������ WKH� 1HZ� <RUN� 6WDWH

'HSDUWPHQW� RI)LQDQFLDO� 6HUYLFHV� OHG� E\� VXSHU�LQWHQGHQW� %HQMDPLQ� /DZVN\� KDG

RIILFLDOO\�LQYLWHG�ELWFRLQH[FKDQJHV�WR�DSSO\�ZLWK�WKHP��DQG�LQ�-XO\������LW�SXEOLVKHG

GUDIW� UHJXODWLRQV�IRUYLUWXDO�FXUUHQF\�EXVLQHVVHV�%XVLQHVVHV�ZRXOG�KDYH�WR�SURYLGH

WUDQVDFWLRQ� UHFHLSWV�GLVFORVXUHV� DERXW� ULVNV�� SROLFLHV� WR� KDQGOH� FXVWRPHU

FRPSODLQWV��PDLQWDLQ�D�F\EHU�VHFXULW\�SURJUDP��KLUH�D�FRPSOLDQFH�RIILFHU�DQG�YHULI\

GHWDLOV�DERXW�WKHLU�FXVWRPHUVWR�IROORZ�DQWL�PRQH\�ODXQGHULQJ�UXOHV�DV�SHU�)LQ�&(1�

&KLQD

&KLQHVH�JRYHUQPHQW�KDV�JLYHQ�D�QRG�WR�WKH�SULYDWH�SDUWLHV�IRU�KROGLQJ�DQG

$VLI�+��&KDUDJ��$VLI� )D]LOL� �� ,QGLDQ�0DQDJHPHQW� 6WXGLHV� -RXUQDO� ��� ������� ����������



WUDGLQJ�ELWFRLQV�LQ�&KLQD��+RZHYHU��WKH�UHJXODWLRQV�UHIUDLQV�WKH�ILQDQFLDO�ILUPV�OLNH

EDQNV�IURP�GRLQJ�WKH�VDPH���5XZLWFK�DQG�6ZHHQH\���������2Q���$SULO��������&KLQD

&HQWUDO�%DQN�RUGHUHG�FRPPHUFLDO�EDQNV�DQG�SD\PHQW�FRPSDQLHV� WR�FORVH�ELWFRLQ

WUDGLQJ�DFFRXQWV� LQ� WZR�ZHHNV��7UDGLQJ�ELWFRLQV�E\� LQGLYLGXDOV� LV� OHJDO� LQ�&KLQD�

2Q���'HFHPEHU�������&KLQD�&HQWUDO�%DQN�EDUUHG�ILQDQFLDO�LQVWLWXWLRQV�IURP�KDQGOLQJ

ELWFRLQ� WUDQVDFWLRQV��PRYLQJ� WR� UHJXODWH� WKH� YLUWXDO� FXUUHQF\�

-DSDQ

2Q� ��0DUFK� ������ WKH� -DSDQHVH� JRYHUQPHQW�� LQ� UHVSRQVH� WR� D� VHULHV� RI

TXHVWLRQV�DVNHG�LQ�WKH�1DWLRQDO�'LHW��PDGH�D�FDELQHW�GHFLVLRQ�RQ�WKH�OHJDO�WUHDWPHQW

RI�ELWFRLQV�LQ�WKH�IRUP�RI�DQVZHUV�WR�WKH�TXHVWLRQV�7KH�GHFLVLRQ�GLG�QRW�VHH�ELWFRLQ

DV�FXUUHQF\�QRU�ERQG�XQGHU�WKH�FXUUHQW�%DQNLQJ�$FW�DQG�)LQDQFLDO�,QVWUXPHQWV�DQG

([FKDQJH�/DZ��SURKLELWLQJ�EDQNV�DQG�VHFXULWLHV�FRPSDQLHV�IURP�GHDOLQJ�LQ�ELWFRLQV�

7KH�GHFLVLRQ�DOVR�DFNQRZOHGJHV�WKDW�WKHUH�DUH�QR�ODZV�WR�XQFRQGLWLRQDOO\�SURKLELW

LQGLYLGXDOV� RU� OHJDO� HQWLWLHV� IURP� UHFHLYLQJ� ELWFRLQV� LQ� H[FKDQJH� IRU� JRRGV� RU

VHUYLFHV��7D[HV�PD\�EHDSSOLFDEOH�WR�ELWFRLQV��7KHUH�DUH�DW�SUHVHQW�QR�ODZV�LQ�-DSDQ

UHJXODWLQJ� WKH� XVH� RI� ELWFRLQV�

*HUPDQ\

2Q����$XJXVW�������WKH�*HUPDQ�)LQDQFH�0LQLVWU\�DQQRXQFHG�WKDW�ELWFRLQ

LV�QRZ�HVVHQWLDOO\�D��XQLW�RI�DFFRXQW��DQG�FDQ�EH�XVHG�IRU� WKH�SXUSRVH�RI� WD[�DQG

WUDGLQJ� LQ� WKH� FRXQWU\�� ,W� LV� QRW� FODVVLILHG� DV� D� IRUHLJQ� FXUUHQF\� RU� H�PRQH\� EXW

VWDQGV� DV� �SULYDWH� PRQH\�� ZKLFK� FDQ� EH� XVHG� LQ� �PXOWLODWHUDO� FOHDULQJ� FLUFOHV��

DFFRUGLQJ� WR� WKH�0LQLVWU\��$FFRUGLQJ� WR� WKH� FRPPXQLFDWLRQ� RQ� ELWFRLQ� LVVXHG� E\

)HGHUDO�)LQDQFLDO�6XSHUYLVRU\�$XWKRULW\�RQ����'HFHPEHU�������ELWFRLQV�DUH�OHJDOO\

ELQGLQJ� ILQDQFLDO� LQVWUXPHQWV� WKDW� IDOO� LQWR� WKH� FDWHJRU\� RI� XQLWV� RI� DFFRXQW�� LQ

DFFRUGDQFH�ZLWK� WKH� ILUVW� VHQWHQFH�RI� VHFWLRQ�������RI� WKH�*HUPDQ�%DQNLQJ�$FW�

)UDQFH

,Q� -XO\� ������ D� UHJXODWLRQ�ZDV� LVVXHG� E\�0LQLVWU\� RI� )LQDQFH� UHJDUGLQJ

RSHUDWLRQ� RI� YLUWXDO� FXUUHQF\� IRU� SURIHVVLRQDOV�� H[FKDQJHV�� DQG� WD[DWLRQ�� WKHUHE\

OHJDOL]LQJ�ELWFRLQ�WUDQVDFWLRQV��0LQLVWU\�RI�)LQDQFHV��������

8QLWHG�.LQJGRP

%LWFRLQ� LV� WUHDWHG� DV� 
SULYDWH� PRQH\
�� :KHQ� ELWFRLQ� LV� H[FKDQJHG� IRU

VWHUOLQJ�RU�IRU�IRUHLJQ�FXUUHQFLHV��VXFK�DV�HXUR�RU�GROODU��QR�9$7�ZLOO�EH�GXH�RQ�WKH

YDOXH�RI�WKH�ELWFRLQV�WKHPVHOYHV��+RZHYHU��LQ�DOO�LQVWDQFHV��9$7�ZLOO�EH�GXH�LQ�WKH

QRUPDO�ZD\�IURP�VXSSOLHUV�RI�DQ\�JRRGV�RU�VHUYLFHV�VROG� LQ�H[FKDQJH�IRU�ELWFRLQ

RU� RWKHU� VLPLODU� FU\SWR�FXUUHQFLHV�� 3URILWV� DQG� ORVVHV� RQ� FU\SWR� FXUUHQFLHV� DUH

VXEMHFW�WR�FDSLWDO�JDLQV�WD[��7KH�JRYHUQPHQW�RI�WKH�8QLWHG�.LQJGRP�KDV�VWDWHG�WKDW

WKH� ELWFRLQ� LVFXUUHQWO\� XQUHJXODWHG�

$VLI�+��&KDUDJ��$VLI� )D]LOL� �� ,QGLDQ�0DQDJHPHQW� 6WXGLHV� -RXUQDO� ��� ������� ������� ���



%UD]LO

%LWFRLQ�LV�UHJXODWHG�XQGHU�D������ODZ�WKDW�GLVFXVVHV�ERWK�PRELOH�SD\PHQW

V\VWHPV� DQG� HOHFWURQLF� FXUUHQFLHV�

,WDO\

7KRXJK�LW� LV� OHJDO� WR� WUDGH� LQ�ELWFRLQ�IRU�SULYDWH� LQGLYLGXDOV��EXW� LW� LV�QRW

EHLQJ� UHJXODWHG� E\� WKH� ,WDOLDQ� JRYHUQPHQW�

5XVVLD

&1%&� UHSRUWHG� WKDW� ELWFRLQ� ZDV� LOOHJDO� LQ� 5XVVLD� LQ� ������ DV� GLG� WKH

(XURSHDQ3DUOLDPHQW�� 9DULRXV� 5XVVLDQ� DXWKRULWLHV� DQG� RUJDQL]DWLRQV� KDYH� VSRNHQ

RXW�RUWDNHQ�DFWLRQV�DJDLQVW�ELWFRLQ��,Q�HDUO\�������5XVVLD
V�PHGLD�UHJXODWRU�EORFNHG

VHYHUDOELWFRLQ�UHODWHG�ZHEVLWHV�� DQG� D�5XVVLDQ� VWDWH�RZQHG�PHGLD� RXWOHW� UHSRUWHG

WKDWDFFRUGLQJ� WR� �WKH� >5XVVLDQ@� &HQWUDO� %DQN���� %LWFRLQ� XVDJH� >LV@� LOOHJDO� XQGHU

5XVVLDQ�IHGHUDOODZ���DQG�LQ�)HEUXDU\�������WKH�5XVVLDQ�3URVHFXWRU�*HQHUDO
V�2IILFH

ZDV�TXRWHG�DVVD\LQJ���&\EHU�FXUUHQFLHV����LQFOXGLQJ�WKH�PRVW�ZHOO�NQRZQ��ELWFRLQ�

DUH�PRQH\�VXEVWLWXWHVDQG�FDQQRW�EH�XVHG�E\�LQGLYLGXDOV�RU�OHJDO�HQWLWLHV���,Q������

WKH�%DQN�RI�5XVVLD�LVVXHGD�VWDWHPHQW�RQ�ELWFRLQ�XVDJH�LQ�ZKLFK�LW�ZDV�FKDUDFWHUL]HG

DV� PRQH\� VXEVWLWXWH� EDQQHGLQ� 5XVVLD�,Q� )HEUXDU\� ������ 5XVVLD
V� 3URVHFXWRU

*HQHUDO
V�2IILFH�FODLPHG�WKDW�ELWFRLQLV�D�PRQH\�VXEVWLWXWH�DQG��FDQQRW�EH�XVHG�E\

LQGLYLGXDOV�RU� OHJDO�HQWLWLHV��

,QGLD

,Q� -XQH� ������ WKH� 5HVHUYH� %DQN� RI� ,QGLD� �5%,�� LVVXHG� D� QRWLFH

DFNQRZOHGJLQJ� WKDW� YLUWXDO� FXUUHQFLHV� SRVHG� OHJDO�� UHJXODWRU\� DQG� RSHUDWLRQDO

FKDOOHQJHV�� ,Q�$XJXVW� ������ D� VSRNHVSHUVRQ� ZURWH� LQ� DQ� HPDLO� WKDW� ELWFRLQ� ZDV

XQGHU� REVHUYDWLRQ�� 2Q� ���'HFHPEHU� ������ WKH� 5HVHUYH� %DQN� RI� ,QGLD� LVVXHG� DQ

DGYLVRU\� WR� WKH� ,QGLDQ� SXEOLF� WR� EH� FDXWLRXV� LQ� EX\LQJ� RU� VHOOLQJ� RI� YLUWXDO

FXUUHQFLHV��LQFOXGLQJ�ELWFRLQ��)ROORZLQJ�WKH�DQQRXQFHPHQW�ELWFRLQ�RSHUDWRUV�LQ�WKH

FRXQWU\� EHJDQ� VXVSHQGLQJ� RSHUDWLRQV�� 7KH� ILUVW� UDLG� LQ� ,QGLD� ZDV� XQGHUWDNHQ� D

FRXSOH� RI� GD\V� ODWHU� LQ�$KPHGDEDG� E\� WKH� (QIRUFHPHQW�'LUHFWRUDWH� �('�� RQ� WKH

RIILFH� RI� WKH� ZHEVLWH�� EX\VHOOELW�FR�LQ�� WKDW� SURYLGHG� D� SODWIRUP� WR� WUDGH� LQ� WKLV

YLUWXDO� FXUUHQF\��7KH�SUHOLPLQDU\� LQYHVWLJDWLRQV� IRXQG� LW� WR�EH� LQ�YLRODWLRQ�RI� WKH

)RUHLJQ�([FKDQJH�0DQDJHPHQW�$FW��)(0$���2Q����'HFHPEHU������� WKH�'HSXW\

*RYHUQRU�RI�WKH�5%,��.��&��&KDNUDEDUW\�PDGH�D�VWDWHPHQW�WKDW�5%,�KDG�QR�SODQV

WR� UHJXODWH� ELWFRLQ�

7KXV��ZH� KDYH� QRWHG� WKDW� HYHU\� FRXQWU\� KDV� SXW� IRUZDUG� WKH� OHJDOLW\� RI

ELWFRLQV� GLIIHUHQWO\�� 6RPH� KDYH� DOORZHG� ELWFRLQV� WR� EH� WUDGHG� ZKLOH� RWKHUV� KDYH

EDQQHG� WKH� XVH� RI� ELWFRLQV�
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)XWXUH�RI�%LWFRLQV

$V�ZH� VHH��ELWFRLQV�KDYH�EHHQ�SUDLVHG�E\� WKH�XVHUV�PDLQO\� IRU� WKHLU� WZR

LPSRUWDQW� IHDWXUHV�� QDPHO\� ORZ� WUDQVDFWLRQ� FRVWV� DQG� DQRQ\PLW\� LQ� XVH�� 7KH

LQFUHDVH� LQ� UHJXODWLRQ� DQG� LQFUHDVHG� FRPSOLDQFH� UHTXLUHPHQWV� ZLOO� UDLVH� ELWFRLQV

WUDQVDFWLRQ�FRVWV�DQG�UHGXFH�DQRQ\PLW\�LQ�WKHLU�XVH�LQ�IXWXUH��)RU�VPDOO�LQYHVWRUV�

SODFLQJ� WKH� UHJXODWLRQ� RQ� WKH� XVH� RI� ELWFRLQV�� ZLOO� ERRVW� WKHLU� FRQILGHQFH� LQ� WKH

ELWFRLQ� V\VWHP� EHFDXVH� LW� ZLOO� EULQJ� FRQVXPHU� SURWHFWLRQ��$OVR�� %DQNV� KDYH� QRW

DFFHSWHG�WKH�ELWFRLQ�V\VWHP�VR�IDU��3XWWLQJ�VRPH�UHJXODWLRQ�LQ�SODFH�ZLOO�GHILQLWHO\

EULQJ�WKH�SDUWLFLSDWLRQ�RI�WKH�ILQDQFLDO�V\VWHP�ZKLFK��LQ�WXUQ��ZRXOG�OHDG�WR�WKH�ZLGH

DFFHSWDQFH� RI� ELWFRLQV� LQ� WKH� VRFLHW\�

$QRWKHU� WKLQJ� WR� QRWH� LV� WKDW� ELWFRLQV� DUH� LVVXHG� DW� D� VORZHU� SDFH� DV

FRPSDUHG�WR� WKH�SK\VLFDO�FXUUHQFLHV��7KH�UHDVRQ�EHLQJ�WKH�FRPSOH[�PDWKHPDWLFDO

FDOFXODWLRQV� WKDW� QHHG� WR� EH� VROYHG� DQG� YHULILHG� RYHU� WKH� QHWZRUN� E\� WKH�PLQHUV�

7KXV�� WKH� OLPLWHG� QXPEHU� RI� ELWFRLQV� LQ� WKH� V\VWHP� FDQ� OHDG� WR� WKH� KLJKHU� SULFHV

RI�ELWFRLQV� LQ�IXWXUH��7KLV�ZLOO�� LQ� WXUQ�� OHDG�WR� WKH�XVH�RI�ELWFRLQV�IRU�VSHFXODWLYH

SXUSRVHV� UDWKHU� WKDQ� DV� D� PHDQV� RI� SD\PHQW�

&21&/86,21

7KXV��LW�FDQ�EH�FRQFOXGHG�WKDW�ELWFRLQ��DV�DQ�DOWHUQDWLYH�SD\PHQW�V\VWHP�

FDQ�ZRUN�OLNH�D�PDJLF�EXW�NHHSLQJ�LWV�GHPHULWV�LQ�YLHZ��D�ORW�RI�ZRUN�KDV�WR�EH�FDUULHG

RXW�LQ�RUGHU�WR�HQVXUH�LWV�XVHUV�RI�IXOO�SURWHFWLRQ�DJDLQVW�WKH�ORVV�RI�WKHLU�YDOXDEOH

PRQH\�� $OVR�� VWHSV� QHHG� WR� EH� WDNHQ� WR� FXUE� WKH� XVH� RI� ELWFRLQV� IRU� FULPLQDO

SXUSRVHV�OLNH�PRQH\�ODXQGHULQJ�DQG�WD[�HYDVLRQV��$OVR��D�ORW�RI�WKLQJV�QHHG�WR�EH

GRQH�E\�WKH�GLIIHUHQW�JRYHUQPHQWV�WR�SXW�LQ�SODFH�VRPH�UHJXODWLRQ�VR�WKDW�ELWFRLQV

FDQ� EH� XVHG� LQ� WKHLU� EHVW� SRVVLEOH� ZD\V�

5HIHUHQFHV
1DNDPRWR��6�� ��������%LWFRLQ� ��$�3HHU�WR�3HHU�(OHFWURQLF�&DVK�6\VWHP��KWWS���ELWFRLQ�RUJ�

ELWFRLQ�SGI�� 5HWULHYHG� ��� -XQ� �����

3DWWHUVRQ�� 6�� �������� %LWFRLQ� %HJLQQHU� �� $� 6WHS� E\� 6WHS� *XLGH� WR� %X\LQJ�� 6HOOLQJ� DQG

,QYHVWLQJ� LQ�%LWFRLQV��%HWWHU�/LIH�3XEOLVKHUV�� UHWULHYHG� IURP�KWWS���ZZZ�DPD]RQ�

FRP�%LWFRLQ�%HJLQQHU�6HOOLQJ,QYHVWLQJ�%LWFRLQVHERRN�GS�%��'./=/%��

UHI VUB�B�"V GLJLWDOWH[W	LH 87)�	TLG ����������	VU �� �	NH\ZRUGV 

ELWFRLQ� �5HWULHYHG� ��� -XQ� ������

)%,� �������� 8QLTXH� )HDWXUHV� 3UHVHQW� 'LVWLQFW� &KDOOHQJHV� IRU� 'HWHUULQJ� ,OOLFLW� $FWLYLW\�

UHWULHYHG� IURP� KWWS���ZZZ�ZLUHG�FRP�LPDJHVBEORJV�WKUHDWOHYHO���������%LWFRLQ�

)%,�SGI�� 5HWULHYHG� ��� -XQ� �����
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3RODVLN��0��� 3LRWURZVND��$���:LVQLHZVNL��7�� 3���.RWNRZVNL�� 5��� DQG�/LJKWIRRW��*�� �������

3ULFH� )OXFWXDWLRQV� DQG� WKH�8VH� RI�%LWFRLQ� ��$Q�(PSLULFDO� ,QTXLU\�� ,QWHUQDWLRQDO

-RXUQDO� RI�(OHFWURQLF�&RPPHUFH�� ������ �� �����

/HWUD�� ,�� -�� 6�� ��������:KDW�'ULYHV�&U\SWRFXUUHQF\�9DOXH"�$�9RODWLOLW\� DQG� 3UHGLFWDELOLW\

$QDO\VLV�� $YDLODEOH� RQOLQH� �� KWWSV���ZZZ�UHSRVLWRU\�XWO�SW�KDQGOH��������������

�DFFHVVHG� RQ� ��� -XQH� ������

%RXRL\RXU�� -��� DQG� 6HOPL��5�� ��������%LWFRLQ� ��$�%HJLQQLQJ� RI� D�1HZ�3KDVH"�(FRQRPLFV

%XOOHWLQ����� ����������

.DWVLDPSD��3����������9RODWLOLW\�(VWLPDWLRQ�IRU�%LWFRLQ���$�&RPSDULVRQ�RI�*$5&+�0RGHOV�

(FRQRPLFV� /HWWHUV�� ���� �� �±��

&KLX�� -��� DQG�.RHSSO��7�� ��������7KH�(FRQRPLFV�RI�&U\SWRFXUUHQFLHV�%LWFRLQ�DQG�%H\RQG�

%DQN�RI�&DQDGD�

&KX�� -��� &KDQ�� 6��� 1DGDUDMDK�� 6��� DQG� 2VWHUULHGHU�� -�� �������� *$5&+� 0RGHOOLQJ� RI

&U\SWRFXUUHQFLHV�� -RXUQDO� RI� 5LVN� DQG� )LQDQFLDO�0DQDJHPHQW�� ������� �� �����

0LQLVWU\�RI�)LQDQFHV�����������5HJXOHU�/HV�0RQQDLHV�9LUWXHOOHV���5HWULHYHG����-XQH������

8QLWHG�6WDWHV�*RYHUQPHQW�$FFRXQWDELOLW\�2IILFH����������9LUWXDO�(FRQRPLHV�DQG�&XUUHQFLHV�

5HWUHLYHG� IURP�KWWSV���ZZZ�JDR�JRY�DVVHWV������������SGI� �5HWUHLYHG�RQ��� -XO\

������

5XZLWFK��-���DQG�6ZHHQH\��3����������&KLQD�%DUV�%DQNV�IURP�%LWFRLQ�7UDQVDFWLRQV��5HXWHUV�

K W W S � � � ZZZ� U H X W H U V � F RP � D U W L F O H � � � � � � � � � � � � X V � F K L Q D � E L W F R L Q �

LG86%5(�%���/����������DFFHVVHG��������������
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