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([HFXWLYH�VXPPDU\

7KLV�UHSRUW��SUHSDUHG�E\�WKH�%DQNLQJ�6XSHUYLVLRQ�&RPPLWWHH��%6&���H[DPLQHV�WKH�LPSDFW�RI�SDVW
DQG�FXUUHQW�GHYHORSPHQWV�LQ�EDQNLQJ�EXVLQHVV�RQ�WKH�LQFRPH�VWUXFWXUH�RI�(8�EDQNV��,Q�SDUWLFXODU�
LW�IRFXVHV�RQ�WKH�DQDO\VLV�RI�WKH�LQFUHDVHG�LQFLGHQFH�DQG�PDLQ�IHDWXUHV�RI�QRQ�LQWHUHVW�LQFRPH��,W
DOVR� WRXFKHV�XSRQ� WKH� LPSOLFDWLRQV�RI� WKHVH�GHYHORSPHQWV� IRU� WKH� ULVN� SURILOH�RI� EDQNV� DQG� IRU
SUXGHQWLDO�VXSHUYLVLRQ�

7KH� (8� EDQNLQJ� V\VWHPV� DUH� IDFLQJ� PDMRU� FKDQJHV� LQ� WKH� IRUP� RI� LQFUHDVHG� FRPSHWLWLRQ�
FRQFHQWUDWLRQ� DQG� UHVWUXFWXULQJ�� 7KHVH� FKDQJHV� DUH� WULJJHUHG� E\� D� QXPEHU� RI� IDFWRUV� LQFOXGLQJ
WHFKQRORJLFDO� FKDQJH�� ILQDQFLDO� OLEHUDOLVDWLRQ� DQG� LQWHUQDWLRQDOLVDWLRQ�� (FRQRPLF� DQG� 0RQHWDU\
8QLRQ��(08��LV�H[SHFWHG�WR�UHLQIRUFH�WKHVH�WUHQGV��,Q�WKLV�FRQWH[W��WKH�SKHQRPHQRQ�RI�EDQNLQJ
GLVLQWHUPHGLDWLRQ�KDV�EHHQ� LQ�HYLGHQFH��7KH�(8�EDQNLQJ� V\VWHPV�KDYH�EHHQ� ORVLQJ� WKHLU� UHODWLYH
VKDUH�RI�ILQDQFLDO�LQWHUPHGLDWLRQ�WR�LQVWLWXWLRQDO�LQYHVWRUV��LQYHVWPHQW�IXQGV��LQVXUDQFH�FRPSDQLHV
DQG�SHQVLRQ�IXQGV���,W�LV�LQ�WKH�FROOHFWLRQ�RI�VDYLQJV��ZLWK�WKH�JURZLQJ�LPSRUWDQFH�RI� LQVWLWXWLRQDO
LQYHVWRUV� WKDW� WKLV� SURFHVV� KDV� EHHQ� WKH� PRVW� SURQRXQFHG�� 7KH� DVVHWV� VLGH� RI� EDQNV·� EDODQFH
VKHHWV�KDV�UHPDLQHG�FRPSDUDWLYHO\�OHVV�DIIHFWHG�

$OWKRXJK� WKH� WUHQG� WRZDUGV� GLVLQWHUPHGLDWLRQ� LV� H[SHFWHG� WR� FRQWLQXH� LQ� WKH� IXWXUH� DV
LQVWLWXWLRQDO� LQYHVWRUV�ZLOO�� SUREDEO\�� FRQWLQXH� WR� JURZ��PDLQO\� RQ� DFFRXQW� RI� GHPRJUDSKLF� DQG
VRFLDO�FKDQJHV��EHVLGHV�OHJDO�DQG�ILVFDO�UHDVRQV��D�'DUZLQLDQ�W\SH�SDWWHUQ�RI�HYROXWLRQ�OHDGLQJ�WR�D
SURJUHVVLYH�UHGXFWLRQ�RI�WKH�EDQNLQJ�VHFWRU�LV�QRW�DQWLFLSDWHG��7KLV�LV�PDLQO\�GXH�WR�WKH�IDFW�WKDW
EDQNV�KDYH� UHDFWHG� WR� WKH�QHZ�HQYLURQPHQW�E\�DGRSWLQJ� D�SURDFWLYH� VWUDWHJ\��2Q� WKH� OLDELOLWLHV
VLGH��LQ�VHYHUDO�(8�FRXQWULHV�PRVW�RI�WKH�LQVWLWXWLRQDO�LQYHVWRUV�DUH�LQFOXGHG�LQ�EDQNLQJ�JURXSV�DQG
RSHUDWH� ZLWK� WKH� VDPH� FRUSRUDWH� VWUDWHJ\�� ,Q� WKLV� FRQWH[W�� EDQNLQJ� JURXSV� FDQ� RIIHU� WR� WKHLU
FOLHQWV�WUDGLWLRQDO�GHSRVLWV��LQYHVWPHQW�IXQGV�DQG�SHQVLRQ�IXQGV�DV�DOWHUQDWLYHV��GHSHQGLQJ�RQ�WKH
VSHFLILF�PDUNHW��OHJDO�RU�ILVFDO�VLWXDWLRQV��7KHUHIRUH��WKH�LQFRPH�VWUXFWXUH�FRXOG�EH�PRGLILHG�ZLWKLQ
WKH� EDQNLQJ� JURXS� ZLWKRXW� FKDQJHV� LQ� LWV� RYHUDOO� PDUNHW� SRVLWLRQ�� � 2Q� WKH� DVVHWV� VLGH�� WKH\
FRPSOHPHQW� WKHLU�QDWXUDO� DGYDQWDJH� LQ� WKH� ILQDQFLQJ�RI� KRXVHKROGV� DQG� VPDOO� DQG�PHGLXP�VL]HG
HQWHUSULVHV��60(V���E\�RIIHULQJ�VHUYLFHV�VXFK�DV�EDFNXS� OLQHV��XQGHUZULWLQJ� IDFLOLWLHV�DQG�WUHDVXU\
PDQDJHPHQW� WR� ODUJH� FRUSRUDWLRQV� RU� E\� GHYHORSLQJ� WUDGLQJ� DFWLYLWLHV� DQG� VHFXULWLVDWLRQ
RSHUDWLRQV��7KH�HIIHFWV�RI�WKHVH�UHVSRQVHV�DUH�PDLQO\�UHIOHFWHG�LQ�FKDQJHV�LQ�WKH�VWUXFWXUH�RI�EDQN
LQFRPH�DQG��LQ�SDUWLFXODU��LQ�WKH�LQFUHDVLQJ�LQFLGHQFH�RI�QRQ�LQWHUHVW�LQFRPH��,W�LV�DOVR�UHIOHFWHG�LQ
WKH�LQFUHDVLQJ�VL]H�RI�RII�EDODQFH�VKHHW�LWHPV�LQ�WKH�EDQNV·�ILQDQFLDO�DFFRXQWV�

,Q�RUGHU�WR�DVVHVV�WKH�UHOHYDQW�GHYHORSPHQWV� LQ�WKH�VWUXFWXUH�RI�EDQN� LQFRPH��D�VSHFLILF� VXUYH\
KDV�EHHQ�FRQGXFWHG�DFURVV�WKH�(8�FRXQWULHV��7KH�DYDLODEOH�GDWD�UHIHUULQJ�WR�WKH�SHULRG��������
VKRXOG� EH� FRQVLGHUHG� ZLWK� GXH� FDXWLRQ� IRU� WZR� UHDVRQV�� )LUVW�� WKH� GDWD� RQ� SDVW� \HDUV·� WUHQGV
����������DQG�WKRVH�UHIHUULQJ�WR�PRUH�UHFHQW�\HDUV�����������DUH�QRW�GLUHFWO\�FRPSDUDEOH�DV�WKH\
VWHP�IURP�GLIIHUHQW�VRXUFHV��2(&'�LQ�WKH�ILUVW�FDVH�DQG�FHQWUDO�EDQNV�VXSHUYLVRU\�DXWKRULWLHV�LQ
WKH� VHFRQG��� 7KH� XVH� RI� WZR� GDWD� VHWV� VWHPV� IURP� WKH� IDFW� WKDW� GDWD� SURYLGHG� E\� WKH� QDWLRQDO
DXWKRULWLHV� ZHUH� QRW� VXIILFLHQW� HQRXJK� WR� FDSWXUH� SDVW� \HDUV·� WUHQGV� LQ� LQFRPH� VWUXFWXUH� DQG
YRODWLOLW\�RI�LQFRPH�VRXUFHV��6HFRQG��GLIIHUHQW�DSSURDFKHV�PD\�H[LVW�DFURVV�WKH�GLIIHUHQW�FRXQWULHV
WR�DFFRXQWLQJ�SURFHGXUHV�DQG�VXSHUYLVRU\�UHSRUWLQJ�VFKHPHV� OLPLWLQJ�WKH�HIIHFWLYHQHVV�RI� FURVV�
FRXQWU\�FRPSDULVRQV��0RUHRYHU�� LW� VKRXOG�EH�QRWHG� WKDW� WKH� UHIHUHQFH�SHULRG� ������������� IRU
ZKLFK�D�PRUH�GHWDLOHG�GHVFULSWLRQ�RI�WKH�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�LV�DYDLODEOH��KDV�EHHQ
FKDUDFWHULVHG�E\�VSHFLILF�PDUNHW�FRQGLWLRQV��GHFUHDVH�RI�LQWHUHVW�UDWHV�DQG�D�JHQHUDOO\�IDYRXUDEOH
ILQDQFLDO�FOLPDWH�IRU�KLJK�OHYHO�SURILWV�RQ�ILQDQFLDO�RSHUDWLRQV��

7KH�PDLQ�ILQGLQJV�RI�WKH�VXUYH\�RQ�QRQ�LQWHUHVW�LQFRPH�FDQ�EH�VXPPDULVHG�DV�IROORZV��)LUVW��WKH
FRPSRVLWLRQ�RI�QRQ�LQWHUHVW� LQFRPH�LV�UDWKHU�KHWHURJHQHRXV��)HHV�DQG�FRPPLVVLRQV�DUH� WKH
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PDLQ�FRPSRQHQW�DQG�LQ������UHSUHVHQWHG��RQ�DYHUDJH��DURXQG������RI�WRWDO�QRQ�LQWHUHVW�LQFRPH
IRU�(8�EDQNV�������IRU�WKH�HXUR�DUHD��ZLWK�QDWLRQDO�ILJXUHV�UDQJLQJ�IURP������WR�������+RZHYHU�
D�GHFOLQLQJ�WUHQG�ZDV�REVHUYHG�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�IHHV�DQG�FRPPLVVLRQV�DV�D�VRXUFH�RI
QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�EDQNV�LQ�UHFHQW�\HDUV�������������

)HHV� DQG� FRPPLVVLRQV� FDQ� LQ� WXUQ� EH� GLYLGHG� LQWR� YDULRXV� VXE�FRPSRQHQWV�� VXFK� DV� QHW
FRPPLVVLRQV�RQ�SD\PHQW�WUDQVDFWLRQV��RQ�VHFXULWLHV�WUDQVDFWLRQV��IRU�JXDUDQWHHV��IRU�VDIH�FXVWRG\
DQG�IRU�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��7KH�WKUHH�RWKHU�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH
DUH���L��QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV��DFFRXQWLQJ�IRU�QHDUO\������RI�QRQ�LQWHUHVW�LQFRPH�LQ�WKH
(8�LQ���������LL��LQFRPH�IURP��YDULDEOH�\LHOG��VHFXULWLHV��QHDUO\�������VKRZHG�D�VWHDGLO\�LQFUHDVLQJ
WUHQG�LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV�D�VRXUFH�RI�QRQ�LQWHUHVW�LQFRPH�RYHU�WKH�ODVW�\HDUV�RI
WKH� REVHUYDWLRQ� SHULRG� ������������� DQG� �LLL�� RWKHU� RSHUDWLQJ� LQFRPH� �DURXQG� ��� ���� 7KHVH
DYHUDJHV��KRZHYHU��FRQFHDO�LPSRUWDQW�GLIIHUHQFHV�EHWZHHQ�FRXQWULHV�

6HFRQG��QRQ�LQWHUHVW� LQFRPH�KDV�EHHQ� WKH�PRVW�G\QDPLF�FRPSRQHQW� LQ� WKH�EDQN� LQFRPH
VWUXFWXUH� LQ� UHFHQW�\HDUV��7KH� UHODWLYH� LPSRUWDQFH�RI�QRQ�LQWHUHVW� LQFRPH� �DV� D� SHUFHQWDJH�RI
WRWDO�RSHUDWLQJ�LQFRPH��LQFUHDVHG� LQ�WKH�(8�WKURXJKRXW�WKH�REVHUYDWLRQ�SHULRG��:LWK�UHJDUG�WR
WKH�PRUH�UHFHQW�\HDUV��WKHUH�KDV�EHHQ�D�QRWHZRUWK\�LQFUHDVH�IURP������LQ������WR������LQ������
7KH� LQFUHDVH� LQ� LWV� UHODWLYH� LPSRUWDQFH� FRXOG�� KRZHYHU�� VLJQDO� HLWKHU� WKH� LQWULQVLF� G\QDPLVP� RI
QRQ�LQWHUHVW� LQFRPH� RU� DQ� RQJRLQJ� UHGXFWLRQ� LQ� LQWHUHVW� LQFRPH�� ,Q� IDFW�� ERWK� SDWWHUQV� DUH� DW
ZRUN�� 1HW� LQWHUHVW� LQFRPH� DV� D� SHUFHQWDJH� RI� WRWDO� DVVHWV� �WKH� LQWHUHVW� PDUJLQ�� FRQWLQXRXVO\
GHFOLQHG�� DV� DQ� (8� DYHUDJH�� RYHU� WKH� ��������SHULRG��7KLV� GHFOLQH� LV� SDUWLFXODUO\� HYLGHQW� LQ� WKH
SHULRG���������LQ�ZKLFK�WKH�UDWLR�GHFUHDVHG�IURP��������WR��������LQ�������%\�FRQWUDVW��GXULQJ
WKH�VDPH�SHULRG������������DQ�LQFUHDVLQJ�WUHQG�FDQ�EH�REVHUYHG�IRU�WKH�QRQ�LQWHUHVW� LQFRPH�WR
DVVHWV� UDWLR� �IURP�������� WR�������� LQ� WKH� SHULRG� ����������$V� D� UHVXOW� RI� WKHVH� SDWWHUQV�� WKH
RSHUDWLQJ�LQFRPH�RI�(8�EDQNV�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV�GHFUHDVHG�IURP��������LQ������WR
�������LQ������

7KLUG�� WKH� LQFUHDVH� LQ�QRQ�LQWHUHVW� LQFRPH�VHHPV� WR�KDYH�KDG�D�SRVLWLYH� HIIHFW�RQ�EDQNV·
SURILWDELOLW\�LQ�UHFHQW�\HDUV��,W�VKRXOG�EH�PHQWLRQHG��KRZHYHU��WKDW�WKH�H[WHQVLRQ�RI�WKH�SRVLWLYH
LPSDFW� RI� WKH� QRQ�LQWHUHVW� LQFRPH� RQ� SURILWDELOLW\� KDV� EHHQ� FRQWDLQHG� E\� WKH� LQFUHDVHG� FRVWV
DVVRFLDWHG�ZLWK�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV��,PSURYHG�SURILWDELOLW\�KDV�DOVR
EHHQ� WKH� UHVXOW� RI� RWKHU� IDFWRUV� VXFK� DV� EHWWHU� FRVW� FRQWURO� DQG� PRUH� HIILFLHQW� XVH� RI� EDQNV·
FDSLWDO��0RUHRYHU��WKH�SRVLWLYH�LPSDFW�RQ�EDQNV·�SURILWDELOLW\�KDV�EHHQ�VXSSRUWHG�E\�WKH�IDYRXUDEOH
FRQGLWLRQV�SUHYDLOLQJ�LQ�WKH�VWRFN�PDUNHWV�LQ�UHFHQW�\HDUV��ZKLFK�PD\�QRW�EH�SHUPDQHQW�
*HQHUDOO\� VSHDNLQJ�� WKH� UHODWLRQVKLS� EHWZHHQ� SURILWDELOLW\� DQG� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW
LQFRPH�LV�QRW�VWUDLJKWIRUZDUG�DV�WKH� ODWWHU�PD\�HQWDLO�VLJQLILFDQW�FRVWV� IRU�EDQNV��7KH�JURZWK�RI
QRQ�LQWHUHVW� LQFRPH� FRXOG�� LQ� IDFW�� IDLO� WR� OHDG� WR� KLJKHU� SURILWV� LI� D� UHODWLYHO\� ODUJH� SDUW� RI� WKH
´DGGLWLRQDOµ�QRQ�LQWHUHVW�LQFRPH�LV�DEVRUEHG�E\�LQFUHDVHG�FRVWV��*URZWK�RQ�WKH�FRVW�VLGH�RI�IHHV
SD\DEOH� FRXOG� UHVXOW� IURP� JURZWK� RQ� WKH� UHYHQXH� VLGH� �H�J�� LI� WKH� GHYHORSPHQW� RI� DVVHW
PDQDJHPHQW� IHHV� FRLQFLGHV� ZLWK� LQFUHDVHG� IHHV� SDLG� WR� ILQDQFLDO� DGYLVRUV��� 0RUHRYHU�� WKH
GHYHORSPHQW� RI� VRPH� IHH� JHQHUDWLQJ� DFWLYLWLHV� FRXOG� HQWDLO� KLJKHU� SHUVRQQHO� RU� DGPLQLVWUDWLYH
FRVWV��,QFUHDVHG�FRVWV�FRXOG�EH�RQH�SRVVLEOH�UHDVRQ�ZK\�EDQNV�ZKLFK�DUH�PRUH�VSHFLDOLVHG�LQ�QRQ�
LQWHUHVW� DFWLYLWLHV� GR� QRW� VHHP� WR� EH� QHFHVVDULO\� PRUH� SURILWDEOH� WKDQ� RWKHUV� ZKLFK� DUH� OHVV
VSHFLDOLVHG��7KLV�FRVW�GLPHQVLRQ�SUREDEO\�VXSSRUWV�WKH�JHQHUDO�YLHZ�WKDW�VL]H�LV�DQ�DGYDQWDJH�ZKHQ
GHYHORSLQJ� QRQ�LQWHUHVW� DFWLYLWLHV�� /DUJH� EDQNV�� LQWHUQDWLRQDO� JURXSV� DQG� ILQDQFLDO� FRQJORPHUDWHV
VHHP� WR� EH� DW� D� FRPSHWLWLYH� DGYDQWDJH� LQ� GHYHORSLQJ� PDQ\� QRQ�LQWHUHVW� LQFRPH� JHQHUDWLQJ
DFWLYLWLHV��DV�WKH�ODUJH�VFDOH�RI�RSHUDWLRQV�ZRXOG�DSSHDU�WR�RIIHU�LQFUHDVHG�RSSRUWXQLWLHV�IRU�PRUH
UDSLGO\� DFKLHYLQJ� D� FULWLFDO� PDVV� WKURXJK� HFRQRPLHV� RI� VFDOH� DQG� VFRSH�� 0RUHRYHU�� ODUJH
LQVWLWXWLRQV�DUH�SUREDEO\�PRUH�DEOH�WR�DWWUDFW�DQG�UHWDLQ�WKH�KLJKO\�TXDOLILHG�SHUVRQQHO�QHHGHG�WR
GHYHORS�QHZ�DQG�PRUH�VRSKLVWLFDWHG�SURGXFWV�
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)RXUWK�� LQ� VHYHUDO� (8� FRXQWULHV� DQ� LQYHUVH� FRUUHODWLRQ� EHWZHHQ� LQWHUHVW� DQG� QRQ�LQWHUHVW
LQFRPH�VHHPV�WR�H[LVW��DOWKRXJK�WR�D�YDU\LQJ�GHJUHH��7KLV�ZRXOG�LQGLFDWH�WKDW�IOXFWXDWLRQ�LQ�RQH
VRXUFH�RI�LQFRPH�FRXOG��WR�D�FHUWDLQ�H[WHQW��RIIVHW�IOXFWXDWLRQ�LQ�WKH�RWKHU��+RZHYHU��WKH�UHVXOWV
VKRXOG�EH� LQWHUSUHWHG�ZLWK�FDXWLRQ��PDLQO\�GXH�WR�WKH� IDFW� WKDW� WKH�FRPSRVLWLRQ�RI�QRQ�LQWHUHVW
LQFRPH�KDV�QRW�UHPDLQHG�VWDEOH�GXULQJ�WKH�SHULRG�XQGHU�REVHUYDWLRQ��0RUHRYHU��WKH�FRPSRVLWLRQ
RI� QRQ�LQWHUHVW� LQFRPH� FRXOG� EH� LQIOXHQFHG� E\� SULFLQJ� SROLF\� RU� FRPPHUFLDO� IDFWRUV�� ,Q� WKLV
UHVSHFW�� LQ� SULFLQJ� WKHLU� VHUYLFHV�� EDQNV� DUH� LQFUHDVLQJO\� VZLWFKLQJ� IURP� DQ� LQWHUHVW�PDUJLQ� WR� D
V\VWHP�RI�IHHV��0DQ\�EDQNV�DUH�DOVR�RIIHULQJ�FUHGLW�RQ�YHU\�VWULFW�FRQGLWLRQV��WKXV�UHGXFLQJ�WKHLU
LQWHUHVW�PDUJLQ�LQ�WKH�KRSH�RI�GHYHORSLQJ�D�UHJXODU�IORZ�RI�QRQ�LQWHUHVW�LQFRPH�

)LQDOO\�� QRQ�LQWHUHVW� LQFRPH� DV� D� ZKROH� GRHV� QRW� VHHP� WR� EH� OHVV� YRODWLOH� WKDQ� LQWHUHVW
LQFRPH��(PSLULFDO�HYLGHQFH�VKRZHG�D�UDWKHU�PL[HG�SLFWXUH�ZLWK�UHJDUG�WR�WKH�YRODWLOLW\�RI�QRQ�
LQWHUHVW�LQFRPH�YLV�j�YLV�LQWHUHVW�LQFRPH��VLQFH�QHW�LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH
LQ� HLJKW� (8� FRXQWULHV�� ZKHUHDV� QRQ�LQWHUHVW� LQFRPH�ZDV� D�PRUH� YRODWLOH� VRXUFH� IRU� VHYHQ� (8
FRXQWULHV�� +RZHYHU�� QHW� LQWHUHVW� LQFRPH� DIWHU� WKH� GHGXFWLRQ� RI� SURYLVLRQLQJ� EHFRPHV� D� PRUH
YRODWLOH�VRXUFH�RI� LQFRPH�IRU�PRVW�RI�WKH�(8�FRXQWULHV��7KLV�FRXOG�EH�D�VLJQ�WKDW�EDQNV�PRYLQJ
LQWR�QRQ�LQWHUHVW� LQFRPH�DFWLYLWLHV� GR�QRW�QHFHVVDULO\�PRYH� LQWR�DUHDV�RI� JUHDWHU� YRODWLOLW\��7KH
DJJUHJDWH� UHVXOW� RI� QRQ�LQWHUHVW� LQFRPH� YRODWLOLW\� LV�� KRZHYHU�� WKH� RXWFRPH� RI� WZR� GLIIHUHQW
SDWWHUQV��2Q�WKH�RQH�KDQG��SURILWV�RQ� ILQDQFLDO�RSHUDWLRQV�DQG�� WR�D� OHVVHU�H[WHQW�� LQFRPH� IURP
�YDULDEOH� \LHOG�� VHFXULWLHV� SUHVHQW� KLJK� YRODWLOLW\�� RQ� WKH� RWKHU� KDQG�� IHHV� DQG� FRPPLVVLRQV� DUH
VLJQLILFDQWO\�OHVV�YRODWLOH�VRXUFHV�RI�QRQ�LQWHUHVW�LQFRPH��+RZHYHU��WKH�YDULRXV�FDWHJRULHV�RI�IHHV
DQG� FRPPLVVLRQV� DUH� WKHPVHOYHV� TXLWH� KHWHURJHQHRXV� LQ� WHUPV� RI� WKHLU� YRODWLOLW\�� )HHV� DQG
FRPPLVVLRQV�FKDUJHG�IRU�VHUYLFHV�UHODWLQJ�WR�W\SLFDO�EDQNLQJ�DFWLYLWLHV��H�J��SD\PHQW�WUDQVDFWLRQV�
VDIH�FXVWRG\�DQG�DFFRXQW�DGPLQLVWUDWLRQ��FRUUHVSRQGHQW�EDQNLQJ��DUH��LQ�JHQHUDO��OHVV�YRODWLOH�WKDQ
IHHV� DQG� FRPPLVVLRQV� FKDUJHG� RQ� DFWLYLWLHV� ZKLFK� DUH� DIIHFWHG� E\� HFRQRPLF� DQG� F\FOLFDO
GHYHORSPHQWV��H�J��XQGHUZULWLQJ�DFWLYLWLHV��EURNHUDJH�VHUYLFHV��WUHDVXU\�PDQDJHPHQW��WUDQVDFWLRQV
RQ�GHULYDWLYHV��SULYDWH�EDQNLQJ��FUHGLW�FDUG�EXVLQHVV���0RUHRYHU��WKH�SDUW�RI�QRQ�LQWHUHVW�LQFRPH
VWHPPLQJ� IURP� WKH� LQVWLWXWLRQDO� LQYHVWRUV� EHORQJLQJ� WR� WKH� VDPH� EDQNLQJ� JURXS� FRXOG� EH� TXLWH
VWDEOH�DQG��WR�WKH�H[WHQW�WKDW�ZLWKLQ�WKH�JURXS�WKH�ILQDQFLDO�SURGXFWV�RIIHUHG�E\�WKHVH�LQVWLWXWLRQDO
LQYHVWRUV�UHSODFH�WUDGLWLRQDO�GHSRVLWV��FDQ�EH�UHJDUGHG�DV�UDWKHU�VLPLODU�WR�LQWHUHVW�LQFRPH�

7KH� LQFUHDVHG� LQFLGHQFH� RI� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW� LQFRPH� KDV�� LQ� WKH� ILUVW� LQVWDQFH�
LPSOLFDWLRQV� IRU� WKH� ULVN� SURILOH� RI� EDQNV�� 7KH� PDLQ� DVSHFW� LV� WKDW� WKH� LPSRUWDQFH� RI� VRPH
FDWHJRULHV�RI�ULVNV�� LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV��KDV� LQFUHDVHG��+RZHYHU�
WR�WKH�H[WHQW�WKDW�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�LV�DFFRPSDQLHG�E\�D�UHODWLYH�UHGXFWLRQ
LQ� WKH�FODVVLFDO� LQWHUPHGLDWLRQ�DFWLYLW\�RI�EDQNV�� LW� FRXOG� OHDG� WR� VRPH� UHGXFWLRQ�RI� FUHGLW� ULVNV�
7KHVH� IDFWRUV�DUH� OLNHO\� WR�FRQWULEXWH�PRUH�WR�FKDQJLQJ� WKH�PL[�RI� ULVNV� WKDQ� WR� UHGXFLQJ� WKHLU
WRWDO� DPRXQW�� ,Q� DQ\� FDVH�� WKLV� GHYHORSPHQW� LV� H[SHFWHG� WR� PDNH� WKH� PDQDJHPHQW� RI� EDQNLQJ
DFWLYLW\�PRUH�FRPSOH[��,Q�WKH�VHFRQG�LQVWDQFH��WKH�FKDQJHV�LQ�EDQNV·�DFWLYLW\�DQG�LQFRPH�VWUXFWXUH
DOVR� KDYH� LPSOLFDWLRQV� IRU� SUXGHQWLDO� VXSHUYLVLRQ�� )LUVW�� WKH� GHYHORSPHQWV� LQ� TXHVWLRQ� VHHP� WR
VXSSRUW�WKH�LQWHQWLRQ�²� LQ�WKH�FRQWH[W�RI�WKH�FXUUHQW�UHYLHZ�RI�WKH�FDSLWDO�DGHTXDF\�UHJLPH�IRU
FUHGLW�ULVN�EHLQJ�XQGHUWDNHQ�LQ�WKH�PDLQ�LQWHUQDWLRQDO�VXSHUYLVRU\�IRUXPV�²�WR� OD\�GRZQ�VSHFLILF
FDSLWDO� UHTXLUHPHQWV� IRU� ULVNV� RWKHU� WKDQ� FUHGLW� DQG� PDUNHW� ULVNV�� 6HFRQG�� WKH\� PDNH� WKH
PRQLWRULQJ�DFWLYLW\�RI�EDQNLQJ�VXSHUYLVRUV�PRUH�FRPSOH[�
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,QWURGXFWLRQ

7KH� SUHVHQW� UHSRUW� KDV� EHHQ� SUHSDUHG� E\� WKH� %DQNLQJ� 6XSHUYLVLRQ� &RPPLWWHH� �%6&�� LQ� WKH
FRQWH[W�RI�WKH�WDVNV�RI�WKH�(XURV\VWHP�WR�FRQWULEXWH�WR�WKH�VPRRWK�FRQGXFW�RI�SROLFLHV�SXUVXHG
E\� WKH� FRPSHWHQW� DXWKRULWLHV� UHODWLQJ� WR� SUXGHQWLDO� VXSHUYLVLRQ� RI� FUHGLW� LQVWLWXWLRQV� DQG� WKH
VWDELOLW\� RI� WKH� ILQDQFLDO� V\VWHP� �$UWLFOH� ���� ���� RI� WKH� 7UHDW\� HVWDEOLVKLQJ� WKH� (XURSHDQ
&RPPXQLW\��� /DVW� \HDU� WKH�%6&�SUHSDUHG� WZR�RWKHU� UHSRUWV�� QDPHO\� WKH�RQH�RQ� WKH� ´3RVVLEOH
HIIHFWV�RI�(08�RQ�WKH�(8�EDQNLQJ�V\VWHPV�LQ�WKH�PHGLXP�WR�ORQJ�WHUPµ�DQG�WKDW�RQ�´7KH�HIIHFWV
RI�WHFKQRORJ\�RQ�WKH�(8�EDQNLQJ�V\VWHPVµ�SXEOLVKHG�LQ�)HEUXDU\�DQG�-XO\������UHVSHFWLYHO\�

7KLV�UHSRUW�FRQFHQWUDWHV�RQ�WKH�FKDQJHV� LQ�EDQNV·� LQFRPH�VWUXFWXUH��QRWDEO\�WKH�VXEVWLWXWLRQ�RI
QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH� UHVXOWLQJ� IURP� WKH� FKDQJLQJ� QDWXUH� RI� WKH� ILQDQFLDO
HQYLURQPHQW��7R� WKLV�HQG�� DQ�HPSLULFDO� DQG�TXDOLWDWLYH� DQDO\VLV�RI� WKH� LQFRPH�VWUXFWXUH�DQG� WKH
FRPSRQHQWV�RI�WKH�QRQ�LQWHUHVW�LQFRPH�KDV�EHHQ�FDUULHG�RXW��,Q�DGGLWLRQ��WKH�SRWHQWLDO�FKDQJHV�LQ
WKH� LQKHUHQW� OHYHO� RI� ULVN� LQ� EDQNLQJ� DQG� ILQDQFLDO� VHUYLFHV� JURXSV� DV� D� UHVXOW� RI� FKDQJHV� LQ� WKH
EDQNV·�LQFRPH�VWUXFWXUH�LV�DOVR�GLVFXVVHG�

7KH� UHSRUW� LV� VWUXFWXUHG�DV� IROORZV��6HFWLRQ��� WRXFKHV�XSRQ� WKH�PDLQ�HOHPHQWV� FKDUDFWHULVLQJ
WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ� DQG� ILQDQFLDO� VHUYLFHV� DQG� IRFXVHV�RQ�WKRVH� IDFWRUV�ZKLFK�KDYH�D
GLUHFW� LPSDFW� RQ� WKH� VWUXFWXUH� DQG� GHJUHH� RI� ULVN� RI� EDQNV·� LQFRPH�� )XUWKHUPRUH�� EDQNV·
UHVSRQVHV�WR�WKH�FKDQJLQJ�QDWXUH�RI�ILQDQFLDO�V\VWHPV�DUH�EULHIO\�FRQVLGHUHG��6HFWLRQ���FRQWDLQV
DQ�HPSLULFDO�LQYHVWLJDWLRQ�DQG�D�TXDOLWDWLYH�DQDO\VLV�RI�WKH�GLIIHUHQW�FRPSRQHQWV�RI�WKH�QRQ�LQWHUHVW
LQFRPH� RI� WKH� (8� EDQNLQJ� V\VWHP� FRYHULQJ� WKH� SHULRG� IURP� ����� WR� ������ 'DWD� FROOHFWHG� E\
QDWLRQDO� DXWKRULWLHV� DUH�XVHG� LQ� WKLV� VHFWLRQ�EHFDXVH� WKH\� SURYLGH�PRUH� GHWDLOHG� DQDO\VLV� RI� WKH
QRQ�LQWHUHVW� LQFRPH� VXE�FRPSRQHQWV� YLV�j�YLV� RWKHU� VRXUFHV� �H�J�� WKH�2(&'�� DQG� DOVR� FRYHU� D
PRUH�UHFHQW�WLPH�SHULRG��L�H�������GDWD���6HFWLRQ���DQDO\VHV�LQ�JUHDWHU�GHWDLO�WKH�PDLQ�IHDWXUHV�RI
QRQ�LQWHUHVW�LQFRPH��0RUH�VSHFLILFDOO\��LW�H[DPLQHV�WKH�H[WHQW�RI�WKH�VXEVWLWXWLRQ�RI�QRQ�LQWHUHVW
IRU�LQWHUHVW�LQFRPH��WKH�HIIHFWV�RI�QRQ�LQWHUHVW�LQFRPH�RQ�EDQNV·�SURILWDELOLW\�DQG�WKH�VHQVLWLYLW\�RI
QRQ�LQWHUHVW�LQFRPH�WR�WKH�VL]H�RI�EDQNV��,W�DOVR�ORRNV�DW�WKH�SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�LQWHUHVW
DQG�QRQ�LQWHUHVW�LQFRPH�DQG�H[DPLQHV�WKH�GHJUHH�RI�YRODWLOLW\�RI�WKH�YDULRXV�QRQ�LQWHUHVW�LQFRPH
FRPSRQHQWV��7KH�HPSLULFDO�LQYHVWLJDWLRQ�RI�VWUXFWXUDO�GHYHORSPHQWV�RYHU�SDVW�\HDUV�����������LV
EDVHG�RQ�WKH�2(&'�GDWDEDVH�DV� LW�SURYLGHV�D�FDOFXODWLRQ�RI�DYHUDJHV� IRU� WKH�(8�DQG�HXUR�DUHD
EDQNLQJ�V\VWHPV��ZKHUHDV�PRUH�UHFHQW�GHYHORSPHQWV��LQ�WKH�SHULRG����������DUH�DQDO\VHG�PDLQO\
RQ� WKH� EDVLV� RI� GDWD� SURYLGHG� E\� QDWLRQDO� DXWKRULWLHV� �QDWLRQDO� FHQWUDO� EDQNV� DQG� VXSHUYLVRU\
DXWKRULWLHV���6HFWLRQ� �� DGGUHVVHV� WKH� LPSOLFDWLRQV� RI� FKDQJHV� LQ� WKH� QDWXUH� RI� EDQNLQJ� DQG� LQ
VRXUFHV�RI�EDQNV·�LQFRPH�LQ�WHUPV�RI�EDQNLQJ�ULVNV�DQG�VRPH�UHODWHG�VXSHUYLVRU\�LVVXHV�

� 6WUXFWXUDO�FKDQJHV�LQ�(8�ILQDQFLDO�V\VWHPV

��� 'HYHORSPHQWV�LQ�WKH�ILQDQFLDO�V\VWHPV

$PRQJ� WKH� PDQ\� VWUXFWXUDO� GHYHORSPHQWV� ZKLFK� KDYH� DIIHFWHG� WKH� EDQNLQJ� VHFWRU�
GLVLQWHUPHGLDWLRQ� DVVXPHV� SDUWLFXODU� LPSRUWDQFH�� 'LVLQWHUPHGLDWLRQ� KDV� EHHQ� IDYRXUHG� E\� WKH
LQWURGXFWLRQ� RI� QHZ� WHFKQRORJLHV�� ILQDQFLDO� OLEHUDOLVDWLRQ� DQG� (XURSHDQ� (FRQRPLF� DQG�0RQHWDU\
8QLRQ��(08���ZKLFK�DOORZ�QHZ�PDUNHW�SDUWLFLSDQWV�WR�SHUIRUP�WDVNV�SUHYLRXVO\�ODUJHO\�UHVHUYHG
IRU�EDQNV��7KH�GLVLQWHUPHGLDWLRQ�SURFHVV�KDV�EHHQ�PRUH�LQWHQVH�ZLWK�UHJDUG�WR�WKH�GLYHUVLILFDWLRQ
RI�VDYLQJV�� ILQDQFLDO� LQWHUPHGLDULHV�RWKHU�WKDQ�EDQNV� �LQYHVWPHQW� IXQGV�� LQVXUDQFH�FRPSDQLHV� DQG
SHQVLRQ�IXQGV��KDYLQJ�JURZQ�FRQVLGHUDEO\�LQ�UHODWLYH�LPSRUWDQFH�LQ�DOO�(8�FRXQWULHV��$V�IDU�DV�WKH
ODWHVW� GHYHORSPHQWV� DUH� FRQFHUQHG� �VHH� 7DEOH����� WKHUH� KDV� EHHQ� D� FRQWLQXRXV� LQFUHDVH� LQ� WKH
UHODWLYH�LPSRUWDQFH�RI�RWKHU�ILQDQFLDO�LQWHUPHGLDULHV�DQG�HVSHFLDOO\�RI�LQYHVWPHQW�IXQGV�DV�RSSRVHG
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WR� FUHGLW� LQVWLWXWLRQV��$� NH\� DVSHFW�RI� WKH� JURZLQJ� LPSRUWDQFH�RI� ILQDQFLDO� LQWHUPHGLDULHV� RWKHU
WKDQ�EDQNV�LV�WKH�SULFH�HIIHFW�LQGXFHG�E\�D�ERRPLQJ�VWRFN�PDUNHW��+RZHYHU��FUHGLW�LQVWLWXWLRQV�DUH
VWLOO� SUHGRPLQDQW� LQ� WKH� (8� ILQDQFLDO� V\VWHPV�� DV� WKHLU� DVVHWV� H[FHHG� WKH� DVVHWV� RI� QRQ�EDQN
LQWHUPHGLDULHV�LQ�DOO�(8�FRXQWULHV�

7KH� LPSDFW� RI� GLVLQWHUPHGLDWLRQ� VR� IDU� VHHPV� WR� UHPDLQ� ZHDNHU� RQ� WKH� DVVHWV� VLGH� RI� FUHGLW
LQVWLWXWLRQV��:KLOH� WKH� WRWDO� YROXPH� RI� ERQGV� QRZ� H[FHHGV� WKDW� RI� EDQNV·� ORDQV� LQ� VHYHUDO� (8
FRXQWULHV� �7DEOH����� WKH�(8�ERQG�PDUNHW� LV� ODUJHO\� GRPLQDWHG�E\� JRYHUQPHQW� ERQGV�ZLWK� EDQN
ERQGV�UDQNLQJ�VHFRQG�LQ�WHUPV�RI�WKHLU�LPSRUWDQFH��7DEOH�����7KH�FRUSRUDWH�ERQG�PDUNHW�LV�QRW
YHU\�KLJKO\�GHYHORSHG�LQ�WKH�PDMRULW\�RI�(8�FRXQWULHV��7KH�VDPH�FDQ�EH�VDLG�IRU�WKH�FRPPHUFLDO
SDSHU�PDUNHW��7DEOH�����ZKLFK�LV�VWLOO�DW�DQ�HDUO\�VWDJH�RI�GHYHORSPHQW�LQ�PDQ\�(8�FRXQWULHV�

'UDZLQJ�RQ� WKH�DVVHVVPHQW�RI� WKH�(8�VXSHUYLVRU\�DXWKRULWLHV�� GLVLQWHUPHGLDWLRQ� LV� H[SHFWHG� WR
PDNH� IXUWKHU� DGYDQFHV�� GULYHQ� E\� FRPSHWLWLYH� IRUFHV� DQG� ,7� GHYHORSPHQWV�� 7KH� UHODWLYH
LPSRUWDQFH�RI�LQVWLWXWLRQDO�LQYHVWRUV�DQG�SHQVLRQ�IXQGV�LV�H[SHFWHG�WR�LQFUHDVH�IXUWKHU�DV�ORQJ�DV
KRXVHKROG�ZHDOWK� FRQWLQXHV� WR� EH�PDQDJHG�ZLWK� DQ� LQFUHDVLQJ� GHJUHH� RI� VRSKLVWLFDWLRQ� DQG�� LQ
SDUDOOHO�� SXEOLF� VRFLDO� VHFXULW\� V\VWHPV� RSHUDWLQJ� RQ� D� SD\�DV�\RX�JR� EDVLV� DUH� H[SHFWHG� WR� IDFH
SUREOHPV� LQ� WKH� IXQGLQJ� RI� SHQVLRQV�� 7KH� FKDQJLQJ� EHKDYLRXU� RI� KRXVHKROGV� ZLOO� EH� IXUWKHU
VWLPXODWHG�E\� WKH� FXUUHQW� ORZ�SUHYDLOLQJ� OHYHO� RI� LQWHUHVW� UDWHV� DQG�E\� D� VWDEOH�PDFURHFRQRPLF
HQYLURQPHQW��DV�LV�HQYLVDJHG�IROORZLQJ�WKH�LQWURGXFWLRQ�RI�WKH�HXUR�

0RQH\�DQG�FDSLWDO�PDUNHWV�ZLOO�EHFRPH�GHHSHU�DQG�PRUH�OLTXLG�RZLQJ�WR�WKH�HXUR�ZKLFK��LQ�WXUQ�
ZLOO�FUHDWH�PRUH�RSSRUWXQLWLHV�IRU�LVVXHUV�DQG�LQYHVWRUV� LQ�WKH�HXUR�FDSLWDO�DQG�PRQH\�PDUNHWV�
7KLV�GHYHORSPHQW�ZLOO�SUREDEO\� OHDG�WR�DQ�LQFUHDVH�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�PDUNHW� IXQGLQJ
YLV�j�YLV�EDQN�IXQGLQJ��$QRWKHU�H[SHFWHG�VWUXFWXUDO�FKDQJH�LQ�FDSLWDO�PDUNHWV�UHODWHV�WR�WKH�GHFOLQH
LQ� WKH� UHODWLYH� LPSRUWDQFH� RI� JRYHUQPHQW� VHFXULWLHV�� RZLQJ� WR� WKH� UHGXFWLRQ� RI� SXEOLF� GHEW�� $
JURZLQJ� XVH� RI� FRPPHUFLDO� SDSHU� LV� DOVR� IRUHFDVW�� EXW� WR� D� OHVVHU� GHJUHH�� 7R� VXPPDULVH� WKH
YDULRXV� FKDQJHV� DIIHFWLQJ� WKH� ILQDQFLDO� V\VWHP�� LW� KDV� RIWHQ� EHHQ� UHIHUUHG� WR� LQ� WKH� UHOHYDQW
OLWHUDWXUH�DV�D�PRYH�IURP�D�EDQN�RULHQWHG�WR�D�PDUNHW�RULHQWHG�HQYLURQPHQW��,Q�D�EDQN�RULHQWHG
HQYLURQPHQW�� EDQNV� SUHGRPLQDWH� DV� ILQDQFLDO� LQWHUPHGLDULHV� E\� FROOHFWLQJ� VDYLQJV� �WKURXJK
GHSRVLWV�� DQG� SURYLGLQJ� WKH� EXON� RI� H[WHUQDO� IXQGLQJ� WR� WKH� QRQ�ILQDQFLDO� VHFWRU�� 7KH� GRPLQDQW
SRVLWLRQ� RFFXSLHG� E\� EDQNV� LQ� D� EDQN�RULHQWHG� V\VWHP� LV� DOVR� FKDUDFWHULVHG� E\� DFFHVV� WR
LQIRUPDWLRQ� LQ� RUGHU� WR� HYDOXDWH�� SULFH� DQG� PDQDJH� WKH� ULVNV� RI� SURVSHFWLYH� IXQG� XVHUV�� ,Q� D
PDUNHW�RULHQWHG� HQYLURQPHQW�� EDQNV� IDFH� FRPSHWLWLRQ� IURP� RWKHU� ILQDQFLDO� DQG� QRQ�ILQDQFLDO
LQWHUPHGLDULHV� �H�J�� LQVXUDQFH�FRPSDQLHV��RSHQ�DQG�FORVHG�HQGHG� LQYHVWPHQW� IXQGV���DQG�PDUNHW
IXQGLQJ� FRQVWLWXWHV� D� VLJQLILFDQW� VRXUFH� RI� IXQGV� IRU� QRQ�ILQDQFLDO� ILUPV�� ,Q� WKLV� UHVSHFW�� D� ODUJH
SRUWLRQ� RI� EDQNV·� LQFRPH� VWHPV� IURP� WUDGLQJ� DQG� XQGHUZULWLQJ�� WKHUHE\� UDLVLQJ� WKH� OHYHO� RI
LQIRUPDWLRQ�VKDULQJ�IRU�WKH�EHQHILW�RI�RWKHU�ILQDQFLDO�LQWHUPHGLDULHV�

7KLV�GLVWLQFWLRQ�EHWZHHQ�WKHVH�WZR�SKDVHV�²�EDQN�RULHQWHG�DQG�PDUNHW�RULHQWHG�²�FDQ�EH�XVHIXO
DV�D�VLPSOH�LOOXVWUDWLRQ�RI�WKH�WZR�SROHV�EHWZHHQ�ZKLFK�GLIIHUHQW�EDQNLQJ�V\VWHPV�FDQ�EH�FODVVLILHG�
,W�VKRXOG�QRW��KRZHYHU��EH�IRUJRWWHQ�WKDW�WKH�VLWXDWLRQ��LQ�UHDOLW\��LV�PRUH�FRPSOH[��7KHUH�UHPDLQ
PDQ\�RWKHU�VRXUFHV�RI�VWUXFWXUDO�GLIIHUHQFHV�EHWZHHQ�FRXQWULHV��ZKLFK�DUH�RIWHQ�FRPSOHPHQWHG
E\�GLIIHUHQFHV�ZLWKLQ�FRXQWULHV��,QGHHG��GLIIHUHQW�EDQNV�EHORQJLQJ�WR�RQH�QDWLRQDO�ILQDQFLDO�V\VWHP
FRXOG� IROORZ� YDULRXV� VWUDWHJLHV�� GHFLGLQJ� WR� FRQFHQWUDWH� RQ� WUDGLWLRQDO� EDQNLQJ� DFWLYLWLHV� RU� WR
PRYH�WRZDUGV�PDUNHW�RULHQWHG�D[HV�

,W� LV� DQWLFLSDWHG� WKDW� GLIIHUHQFHV� LQ� VWUXFWXUH� EHWZHHQ� WKH�(8� ILQDQFLDO� V\VWHPV�ZLOO� FRQWLQXH� WR
SUHYDLO�LQ�WKH�PHGLXP�WHUP�IRU�D�YDULHW\�RI�UHDVRQV��VWUXFWXUDO�DV�ZHOO�DV�F\FOLFDO���,Q�WKLV�UHVSHFW�
GLYHUVH� ILVFDO� WUHDWPHQWV� DW� D� QDWLRQDO� OHYHO� FRXOG� IDYRXU� RU� GLYHUW� ILQDQFLDO� LQWHUPHGLDWLRQ�� ,Q
)LQODQG��IRU�LQVWDQFH��WKH�WD[�V\VWHP�IDYRXUV�EDQN�LQWHUPHGLDWLRQ��VLQFH�PRVW�RI�WKH�EDQN�DFFRXQWV
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KHOG� E\� LQGLYLGXDOV� DUH� WD[� H[HPSW��&RQYHUVHO\�� GLIIHUHQW� WD[� WUHDWPHQWV� �H�J��LQ� %HOJLXP�ZKHUH
FDSLWDO� JDLQV� DUH� WD[� H[HPSW�� KDYH� VWLPXODWHG� D� VLJQLILFDQW� JURZWK� LQ� XQGHUWDNLQJV� HQJDJLQJ� LQ
FROOHFWLYH�LQYHVWPHQW�LQ�WUDQVIHUDEOH�VHFXULWLHV��8&,76��DQG�LQYHVWPHQW�IXQGV�

��� %DQNV·�UHVSRQVHV

5HFRXUVH� WR� D� FODVVLILFDWLRQ� LQYROYLQJ� WZR� SKDVHV� �L�H�� D� EDQN�RULHQWHG� DQG� D� PDUNHW�RULHQWHG
SKDVH�� LQ� RUGHU� WR� GHVFULEH� WKH� GLVLQWHUPHGLDWLRQ� SURFHVV� KDV� DQRWKHU� VKRUWFRPLQJ�� ,W� FRXOG
FRQYH\�WKH�LPDJH�RI�D�EDQNLQJ�VHFWRU�LQHYLWDEO\�VKULQNLQJ�E\�ZD\�RI�D�VRUW�RI�'DUZLQLDQ�SURFHVV�LQ
ZKLFK�PDUNHWV�ZLOO�VORZO\�DEVRUE�DOO�IXQFWLRQV�DW�SUHVHQW�FDUULHG�RXW�E\�EDQNV��,W�LV�WUXH�WKDW�EDQNV
FRXOG� ORVH� VRPH� RI� WKHLU� ´VSHFLILFLW\µ� LQ� WKHLU� FRUH� RU� ´WUDGLWLRQDOµ� DFWLYLWLHV�� ,Q� WKLV� FRQWH[W�
DOWHUQDWLYHV� IRU� ORDQV� FDQ� QRZ� EH� SURYLGHG� E\� QRQ�EDQN� FRPSHWLWRUV� DV� SDUW� RI� WKH
GLVLQWHUPHGLDWLRQ�SURFHVV� DQG� WKH�YROXPH�RI� GHSRVLWV� LV� GHFOLQLQJ� DV� D� UHVXOW� RI� WKH� FRQWLQXRXV
LQFUHDVH� LQ�SURGXFWV�RIIHUHG�E\� LQVWLWXWLRQDO� LQYHVWRUV�ZKLFK�DUH�FRQVLGHUHG�DV� FORVH� VXEVWLWXWHV
IRU�EDQNV·�GHSRVLWV��7KH�IXQFWLRQ�RI�EDQNV�DV�SURYLGHUV�RI�SD\PHQW�DQG�VHWWOHPHQW�VHUYLFHV�FRXOG
DOVR�EH�FKDOOHQJHG�E\�QRQ�EDQN�ILQDQFLDO�LQVWLWXWLRQV�

+RZHYHU��VXFK�GHYHORSPHQWV�UHSUHVHQW�RQO\�RQH�DVSHFW�RI�WKH�HYROXWLRQ�RI�WKH�ILQDQFLDO�V\VWHP�
7KH� RWKHU� LPSRUWDQW� DVSHFW� LV� WKDW� EDQNV� DUH� UHVSRQGLQJ� WR� WKH� FKDQJLQJ� HQYLURQPHQW�� 7KRVH
UHVSRQVHV� FDQ� EH� VXPPDULVHG� DV� IROORZV�� 2Q� WKH� OLDELOLWLHV� VLGH� RI� WKHLU� EDODQFH�VKHHWV�� EDQNV
UHVSRQG�WR�WKH�FRPSHWLWLYH�HQYLURQPHQW�DV�IDU�DV�GHSRVLW�WDNLQJ�LV�FRQFHUQHG��HLWKHU�E\�RIIHULQJ
IXUWKHU��EDODQFH�VKHHW��SURGXFWV�VXFK�DV�EDQN�ERQGV��FHUWLILFDWHV�RI�GHSRVLW��HWF��RU�E\�H[SDQGLQJ
LQ�W\SHV�RI�EXVLQHVV�VXFK�DV� WKH�VHOOLQJ�RI�PXWXDO� IXQGV�DQG� OLIH� LQVXUDQFH�� ,Q� WKLV�UHVSHFW��EDQNV
KDYH�DOVR�HQJDJHG�LQ�WKLV�EXVLQHVV�E\�HVWDEOLVKLQJ�VSHFLDO�ILQDQFLDO�VXEVLGLDULHV�RU�HQWHULQJ�LQWR�FR�
RSHUDWLYH� DJUHHPHQWV�ZLWK�RWKHU� ILQDQFLDO� XQGHUWDNLQJV�� VXFK� DV� LQVXUDQFH� FRPSDQLHV��0DQ\� (8
FRXQWULHV�KDYH�VHHQ�WKH�GHYHORSPHQW�RI�´FRQWUDFW�EDQNLQJµ��ZLWK�EDQNV�RIIHULQJ�D�ZLGH�UDQJH�RI
SURGXFWV�DQG�VHUYLFHV�UHO\LQJ�RQ�D�VHW�RI�FRQWUDFWV�ZLWK�D�UDQJH�RI�LQWHUQDO�DQG�H[WHUQDO�VXSSOLHUV
RI�WKH�FRPSRQHQWV�RI�WKHVH�XOWLPDWH�SURGXFWV�DQG�VHUYLFHV��7KH�YDOXH�DGGHG�EURXJKW�E\�WKH�EDQN�
FRQWUDFWRU� LV� WKH�PDQDJHPHQW� RI� WKHVH� FRQWUDFWV��� $Q� LQFUHDVHG� GHJUHH� RI� VXEVLGLDULVDWLRQ� DQG
FRQJORPHUDWLRQ� KDV� EHHQ� UHSRUWHG� IRU� DOO� WKH� (8� EDQNLQJ� V\VWHPV�� ,Q� DGGLWLRQ�� (8� EDQNV� DUH
DFWLYHO\� LQYROYHG� LQ� WKH� GLVLQWHUPHGLDWLRQ� SURFHVV�� ,Q� WKDW� FRQWH[W�� LQ� WKH� PDMRULW\� RI� 0HPEHU
6WDWHV� PRUH� WKDQ� ��� �� RI� XQGHUWDNLQJV� IRU� FROOHFWLYH� LQYHVWPHQWV� LQ� WUDQVIHUDEOH� VHFXULWLHV
�8&,76��DUH�FRQWUROOHG�E\�EDQNV���7DEOH����

2Q�WKH�DVVHWV�VLGH��WKH�GRPLQDQW�UROH�RI�EDQNV�DV�FUHGLW�SURYLGHUV�LV��WR�D�ODUJH�H[WHQW��H[SHFWHG
WR�FRQWLQXH�LQ�WKH�FRPLQJ�\HDUV��H[WHQGLQJ�WKH�JURZLQJ�WUHQG��DV�D�SHUFHQWDJH�RI�*'3��ZKLFK�ZDV
UHFRUGHG�LQ�SUHYLRXV�\HDUV��VHH�7DEOH����IRU�WKH�IROORZLQJ�UHDVRQV�
)RU�KRXVHKROGV��EDQN�FUHGLW� UHPDLQV� D�PDLQ� VRXUFH�RI� ILQDQFH� LQ� UHODWLRQ� WR�RWKHU� FRPSHWLWRUV
RIIHULQJ�FUHGLW�IDFLOLWLHV��H�J��LQVXUDQFH�FRPSDQLHV�DQG�RWKHU�QRQ�EDQN�ILQDQFLDO�LQWHUPHGLDULHV�DQG
HQWHUSULVHV���0RUHRYHU��SDUW�RI�KRXVHKROG�GHEW�WDNHV�WKH�IRUP�RI�FUHGLW�FDUG� ILQDQFLQJ��ZKLFK� LV
DOVR�FKDQQHOOHG�WKURXJK�WKH�EDQNLQJ�V\VWHP�

)RU�VPDOO�DQG�PHGLXP�VL]HG�HQWHUSULVHV��60(V��ZKRVH�DFFHVV�WR�DOWHUQDWLYH�VRXUFHV�RI�ILQDQFH�LV
OLPLWHG� RU� QRQ�H[LVWHQW� LQ� PRVW� RI� WKH� (8� FRXQWULHV�� EDQN� FUHGLW�� ODUJHO\� EDVHG� RQ� D� FORVH
FXVWRPHU�UHODWLRQVKLS��LV�H[SHFWHG�WR�UHPDLQ�SUHGRPLQDQW�LQ�WKH�\HDUV�DKHDG��7KH�PDLQ�UHDVRQV
IRU�WKLV�FRXOG�EH�WKH�DV\PPHWU\�RI�LQIRUPDWLRQ�DQG�ODFN�RI�DFFHVV�WR�WKH�FDSLWDO�PDUNHWV�IRU�60(V
DQG�WKH�QHHG�IRU�FORVH�HYDOXDWLRQ�DQG�PRQLWRULQJ�

� '��7�� /OHZHOO\Q�� ´%DQNLQJ� LQ� WKH���VW�&HQWXU\�� 7KH� WUDQVIRUPDWLRQ� RI� DQ� LQGXVWU\µ�� WDNHQ� IURP�´7KH� )XWXUH� RI� WKH� )LQDQFLDO�6\VWHP�
3URFHHGLQJV�RI�D�&RQIHUHQFHµ��(FRQRPLF�*URXS�5HVHUYH�%DQN�RI�$XVWUDOLD��SDJH�����

�� %6&�UHSRUW�HQWLWOHG�´3RVVLEOH�HIIHFWV�RI�(08�RQ�WKH�(8�EDQNLQJ�V\VWHPV�LQ�WKH�PHGLXP�WR�ORQJ�WHUPµ��)HEUXDU\�������SDJH����
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)RU� ODUJH� FRUSRUDWLRQV�� DQG� PDLQO\� IRU� WKRVH� ZLWK� D� VLJQLILFDQW� LQWHUQDWLRQDO� SUHVHQFH�� WKH
GLVLQWHUPHGLDWLRQ� SURFHVV� DFKLHYHG� E\� E\SDVVLQJ� WKH� WUDGLWLRQDO� EDQNLQJ� V\VWHP� YLD� ILQDQFLDO
PDUNHWV� ZLOO� EH� UHLQIRUFHG�� +RZHYHU�� DW� OHDVW� IRXU� FRQVLGHUDWLRQV� VKRXOG� EH�PHQWLRQHG� ZKLFK
FRXOG� HDVH� WKLV� SURFHVV�� )LUVW�� ODUJH� FRUSRUDWLRQV� ZLOO� FRQWLQXH� WR� GHPDQG� FUHGLW� IURP� EDQNV�
EHFDXVH�EDQN�ERUURZLQJ�FRXOG�EH�XVHG�DV�D�VLJQDO�IRU�WKH�FDSLWDO�PDUNHWV�RI�WKHLU�FUHGLWZRUWKLQHVV
�L�H��EDQNV�DV�OHQGHUV�KDYH�HYDOXDWHG�WKHP�EHIRUH�XQGHUWDNLQJ�FUHGLW�ULVNV���6HFRQG��FUHGLW�IDFLOLWLHV
FRXOG� EH�XVHG� DV� DQ� DOWHUQDWLYH� VRXUFH�RI� ILQDQFLQJ� LQ� WKH� HYHQW� RI�PDUNHW� GRZQWXUQV� DIIHFWLQJ
DFFHVV� WR� WKH�FDSLWDO�PDUNHWV��7KLUG��PDUNHW� IXQGLQJ�FRXOG�EH�FRPELQHG�ZLWK� WKH� XVH�RI� EDQNV·
VHUYLFHV�LQ�WKH�IRUP�RI�EDFNXS�OLQHV��V\QGLFDWHG�ORDQV��JXDUDQWHHV��XQGHUZULWLQJ�IDFLOLWLHV��WUHDVXU\
PDQDJHPHQW��HWF��)RXUWK��ODUJH�FRUSRUDWLRQV�PD\�KDYH�D�JUHDWHU�GHJUHH�RI�IOH[LELOLW\�WR�QHJRWLDWH
WKH�WHUPV�DQG�FRQGLWLRQV�RI�D�EDQN�ORDQ�UDWKHU�WKDQ�WKRVH�RI�D�ERQG�LVVXDQFH�

)LQDOO\�� EDQNV� DUH�QRW�RQO\� DGDSWLQJ� WR�D�PRUH�PDUNHW�RULHQWHG� ILQDQFLDO� VWUXFWXUH�� EXW� DUH� DOVR
FRQWULEXWLQJ�WR�WKH�JHQHUDO�GHYHORSPHQW�RI�VXFK�D�VWUXFWXUH�WKURXJK�WKHLU�WUDGLQJ�DFWLYLWLHV�RU�E\
LQLWLDWLQJ� VHFXULWLVDWLRQ� RSHUDWLRQV�� 2YHU� UHFHQW� \HDUV� WKH� YDOXH� RI� EDQNV·� WUDGLQJ� ERRNV� KDV
LQFUHDVHG�LQ�DOPRVW�DOO�(8�FRXQWULHV�

��� (IIHFWV�RQ�EDQNV·�LQFRPH�VWUXFWXUH

%DQNV�UHVSRQVHV�WR�WKH�FKDQJLQJ�ILQDQFLDO�V\VWHPV�KDYH�EHHQ�PRVW�FOHDUO\�YLVLEOH�LQ�WKHLU�ILQDQFLDO
DFFRXQWV��7KH\�DUH�ILUVW�UHIOHFWHG�LQ�WKHLU�RII�EDODQFH�VKHHW�DFWLYLWLHV��7KHVH�DFWLYLWLHV� LQFUHDVH�DV
EDQNV�GLYHUVLI\�WKHLU�SURGXFW�UDQJH� LQ�RUGHU�WR�PDLQWDLQ� WKHLU�GHJUHH�RI� FRPSHWLWLYHQHVV� DQG�WR
LQFUHDVH�WKHLU�FXVWRPHU�EDVH�DQG�WKHLU� IHH� LQFRPH��0DMRU�RII�EDODQFH�VKHHW� LWHPV�DUH�UHODWHG� WR
WUDGLWLRQDO�W\SHV�RI�EXVLQHVV��ORDQ�FRPPLWPHQWV��JXDUDQWHHV��HWF���DQG�GHULYDWLYH�DFWLYLWLHV�
2II�EDODQFH�VKHHW�DFWLYLWLHV�KDYH�EHHQ�JURZLQJ�DW�UHPDUNDEO\�KLJK�UDWHV�LQ�PDQ\�(8�FRXQWULHV��7KH
GHULYDWLYHV� EXVLQHVV� DOVR� KDV� D� TXLWH� GLIIHUHQW� GHJUHH� RI� UHODWLYH� LPSRUWDQFH� DFURVV� WKH� (8
FRXQWULHV�� ,QIRUPDWLRQ� RQ� WKH� GHYHORSPHQW� RI� RYHU�WKH�FRXQWHU� �27&�� GHULYDWLYHV� DQG� );
DFWLYLWLHV�IURP�D�JOREDO�SHUVSHFWLYH�LV�SURYLGHG�LQ�7DEOHV���DQG���

7KH� RWKHU� QRWLFHDEOH� FKDQJH� LQ� EDQNV·� ILQDQFLDO� DFFRXQWV� FRQFHUQV� WKH� GHYHORSPHQW� RI� QRQ�
LQWHUHVW�LQFRPH��7KH�FRPSHWLWLRQ�IURP�QRQ�EDQN�ILQDQFLDO� LQVWLWXWLRQV�DQG�WKH�UHVXOWLQJ�SUHVVXUH
RQ�LQWHUPHGLDWLRQ�PDUJLQV�KDV�OHG�EDQNV�WR�RIIVHW�WKH�GHFUHDVH�LQ�WKHLU�LQWHUHVW�LQFRPH�E\�VKLIWLQJ
WR�RWKHU�VRXUFHV�RI�LQFRPH�VXFK�DV�IHHV�DQG�FRPPLVVLRQV�

7KH� DQDO\VLV� RI� WKLV� VKLIW� LV� QRW� RQO\� LPSRUWDQW� LQ� RUGHU� WR� XQGHUVWDQG� WKH� YDULRXV� IRUPV� RI
GLVLQWHUPHGLDWLRQ��,W�DOVR�SURYLGHV�NH\�LQIRUPDWLRQ�IRU�HYDOXDWLQJ�WKH�H[WHQW�WR�ZKLFK�WKLV�SURFHVV
FRXOG� DIIHFW� EDQNV·� SURILWDELOLW\�� ,QGHHG�� WKH� GHJUHH� RI� GLVLQWHUPHGLDWLRQ� LV� QRW� H[SHFWHG� WR� EH
HTXDOO\�VKDUHG�DPRQJ�WKH�GLIIHUHQW�EDQNV�DQG�GLIIHUHQW�EDQNLQJ�V\VWHPV��WKHUH�ZLOO�EH� ORVHUV�DQG
ZLQQHUV�DV�D�UHVXOW�RI�WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ�DFWLYLWLHV��,QFRPH�PLJKW�EH�UHDOORFDWHG�ERWK
DFURVV�EDQNLQJ�V\VWHPV�DV�ZHOO�DV�IURP�EDQNV�WR�QRQ�EDQNV��ZKHWKHU�DV�D�UHVXOW�RI�WKH�LQFUHDVH�RI
FRPSHWLWLRQ�ZLWKLQ�WKH�HXUR�DUHD�RU�E\�QRQ�HXUR�QRQ�(8�DUHD�FRPSHWLWRUV�

� 1RQ�LQWHUHVW�LQFRPH�FRPSRQHQWV

1RQ�LQWHUHVW� LQFRPH� LV� D� PL[WXUH� RI� KHWHURJHQHRXV� FRPSRQHQWV� WKDW� GLIIHU� LQ� WHUPV� RI� WKHLU
UHODWLYH� LPSRUWDQFH� �L�H�� WKHLU� VKDUH� LQ� EDQNV·� QRQ�LQWHUHVW� LQFRPH��� 7KHUHIRUH� DQ� HPSLULFDO
LQYHVWLJDWLRQ�RI�WKH�VXE�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�ZDV�FDUULHG�RXW�IRU�WKH�SHULRG�����
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WR������DQG�WKH�HPSLULFDO�ILQGLQJV�DUH�VKRZQ�LQ�7DEOHV���WR�����7KH�EUHDNGRZQ�ZDV�EDVHG�RQ�WKH
OD\RXW�SURYLGHG�E\�WKH�%DQNLQJ�$FFRXQWV�'LUHFWLYH��%$'���

,W�VKRXOG�EH�QRWHG�WKDW�WKH�GDWD�FROOHFWHG�IRU�WKLV�IDFW�ILQGLQJ�H[HUFLVH�PXVW�EH�FRQVLGHUHG�ZLWK
FDXWLRQ��&RPSDULVRQV�EHWZHHQ�FRXQWULHV�FDQ�EH�DIIHFWHG�QRW�RQO\�E\� VWUXFWXUDO�GLIIHUHQFHV��EXW
DOVR�E\�GLYHUJHQFHV�LQ�WKH�DFFRXQWLQJ�WUHDWPHQW�RI�WKH�YDULRXV�VRXUFHV�RI�LQFRPH��E\�GLIIHUHQFHV
LQ� WKH� UHSRUWLQJ� VFKHPHV� RU� E\� YDULDWLRQV� LQ� WKH� EDQN� VDPSOHV� XVHG� IRU� WKH� SXUSRVHV� RI� WKH
DQDO\VLV��$OWKRXJK�WKHVH�IDFWRUV�VKRXOG�QRW��LQ�SULQFLSOH��DIIHFW�WKH�FRPSDULVRQ�RI�GDWD�UHODWLQJ�WR
WKH�VDPH�FRXQWU\�RYHU�WLPH��VXFK�D�WUHQG�DQDO\VLV� LV�VHQVLWLYH�WR�WKH�F\FOLFDO�HYROXWLRQ�RU�WR�WKH
ODFN�RI�ORQJ�VHULHV�RI�GDWD��,Q�VHYHUDO�FRXQWULHV�WKHUH�LV�DOVR�D�WHQGHQF\�IRU�EDQNV�WR�HQWUXVW�VRPH
RI� WKHLU� QRQ�LQWHUHVW� DFWLYLWLHV� �VXFK� DV� SULYDWH� EDQNLQJ� DQG� FRUSRUDWH� EDQNLQJ�� WR� VXEVLGLDULHV
VSHFLILFDOO\� FUHDWHG� IRU� WKDW� SXUSRVH�� 7KLV� FRXOG� GHWHUPLQH� DQ� DGGLWLRQDO� ELDV� DV� WKH� RQO\� GDWD
DYDLODEOH�IRU�WKLV�UHSRUW�ZHUH�SURYLGHG�RQ�DQ�XQFRQVROLGDWHG�EDVLV��,W�VKRXOG�EH�QRWHG��KRZHYHU�
WKDW�LQFRPH�IURP�EDQNV·�VXEVLGLDULHV�RU�DIILOLDWHV�RI�WKH�VDPH�ILQDQFLDO�JURXS�LV�DOVR�FDSWXUHG�RQ�DQ
XQFRQVROLGDWHG�EDVLV� LQ�DQ� LQGLUHFW�ZD\�� DV� LW� LV� UHFRUGHG� DV� LQFRPH� IURP�SDUWLFLSDWLQJ� LQWHUHVWV
DQG� LQFRPH� IURP� VKDUHV� LQ� DIILOLDWHG� XQGHUWDNLQJV� ZKLFK� DUH� VXE�FRPSRQHQWV� RI� LQFRPH� IURP
VHFXULWLHV��RQH�RI�WKH�QRQ�LQWHUHVW�LQFRPH�FRPSRQHQWV�

1RQ�LQWHUHVW� LQFRPH�� ZDV� FDOFXODWHG� DV� WKH� VXP� RI� QHW� IHHV� DQG� FRPPLVVLRQV� �IHHV� DQG
FRPPLVVLRQV�UHFHLYDEOH� OHVV� IHHV�DQG�FRPPLVVLRQV�SD\DEOH��� LQFRPH� IURP�VHFXULWLHV� DQG� WKH�QHW
SURILW� �ORVV�� RQ� ILQDQFLDO� RSHUDWLRQV� DQG� RWKHU� RSHUDWLQJ� LQFRPH�� 7KH� IROORZLQJ� FKDUWV� VKRZ
GHYHORSPHQWV� LQ�WHUPV�RI�UHODWLYH� LPSRUWDQFH� IRU�HDFK�RI� WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW
LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�DQG�HXUR�DUHD�EDQNLQJ�V\VWHPV�

�ZHLJKWHG�DYHUDJHV��DQG�IRU�WKH�SHULRG����������

�&KDUW��

Components of non-interest income
(percentage points; euro area weighted average)

� 7KH�%DQNLQJ�$FFRXQWV�'LUHFWLYH��%$'��LV�&RXQFLO�'LUHFWLYH��������((&�RI���'HFHPEHU������RQ�WKH�DQQXDO�DFFRXQWV�DQG�FRQVROLGDWHG
DFFRXQWV�RI�EDQNV�DQG�RWKHU�ILQDQFLDO�LQVWLWXWLRQV�

� $FFRUGLQJ�WR�$UWLFOH����RI�WKH�%$'�LQFRPH�IURP�VHFXULWLHV�FRUUHVSRQGV�WR�SRLQW���RI�WKH�YHUWLFDO�OD\RXW��QHW�FRPPLVVLRQV�WR�SRLQW���PLQXV
���QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV�WR�SRLQW���DQG�RWKHU�RSHUDWLQJ�LQFRPH�WR�SRLQW����)RU�WKH�SXUSRVH�RI�WKH�VWDWLVWLFDO�H[HUFLVH��RWKHU
RUGLQDU\�LWHPV��%$'��$UWLFOH�����SRLQWV����DQG�����DQG�H[WUDRUGLQDU\�LWHPV��$UWLFOH�����SRLQWV����DQG�����ZHUH�QRW�LQFOXGHG�

�� 7KH�(8�UHIHUV�WR�WKH����FRXQWULHV�FRPSULVLQJ�WKH�(XURSHDQ�8QLRQ��ZKHUHDV�WKH�HXUR�DUHD�FRQVLVWV�RI�WKH����(8�FRXQWULHV�ZKLFK�HQWHUHG
LQWR�6WDJH�7KUHH�RI�(FRQRPLF�DQG�0RQHWDU\�8QLRQ�DQG�DGRSWHG�WKH�HXUR�DV�WKHLU�QDWLRQDO�FXUUHQF\�

� ,Q�RUGHU�WR�RYHUFRPH�WKH�QRQ�DYDLODELOLW\�RI�GDWD�IURP�WKUHH�FRXQWULHV��)LQODQG��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP��IRU�WKH�ILUVW�WZR�\HDUV�RI
WKH�REVHUYDWLRQ�SHULRG��WKH�(8�DQG�HXUR�DUHD�ZHLJKWHG�DYHUDJHV�IRU�WKH�\HDUV������DQG������LQFOXGH��DV�SUR[LHV��WKH������ILJXUHV�IRU
WKHVH�WKUHH�FRXQWULHV�
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�&KDUW��

Components of non-interest income
(percentage points; EU weighted average)

)HHV�DQG�FRPPLVVLRQV

)HHV�DQG�FRPPLVVLRQV�UHSUHVHQW�E\�IDU�WKH�PRVW�LPSRUWDQW�FRPSRQHQW��DFFRXQWLQJ�IRU������RI�DOO
QRQ�LQWHUHVW� LQFRPH��(8�ZHLJKWHG�DYHUDJH� IRU� WKH�SHULRG�����������7KH� UHODWLYH� LPSRUWDQFH�RI
WKLV�VRXUFH�RI�LQFRPH�KDV�UHFRUGHG�D�GRZQZDUG�WUHQG�RYHU�WKH�SHULRG����������7KH�GLIIHUHQFH�LQ
OHYHOV�EHWZHHQ�WKH�(8�DQG�WKH�HXUR�DUHD��WKH�ZHLJKWHG�DYHUDJH�IRU�WKH�HXUR�DUHD�ZDV������IRU
��������� LV�PDLQO\�H[SODLQHG�E\� WKH�KLJK�UHODWLYH� LPSRUWDQFH�RI� IHHV� DV�SDUW�RI� WKH�QRQ�LQWHUHVW
LQFRPH�IRU�WKH�8QLWHG�.LQJGRP�EDQNV�������LQ�������VHH�7DEOH�����$W�WKH�RWKHU�H[WUHPH��LQFRPH
IURP�IHHV�DQG�FRPPLVVLRQV�RQO\�UHSUHVHQWHG������RI�QRQ�LQWHUHVW�LQFRPH�LQ�3RUWXJDO�DQG�6ZHGHQ
DQG������LQ�%HOJLXP�LQ������

1HW�UHVXOW�RI�ILQDQFLDO�RSHUDWLRQV

7KH� QHW� UHVXOW� �SURILW� RU� ORVV�� RI� ILQDQFLDO� RSHUDWLRQV� �FRPSULVLQJ� QHW� UHVXOW� RQ� WUDQVDFWLRQV� LQ
VHFXULWLHV�ZKLFK� DUH� QRW� KHOG� DV� ILQDQFLDO� DVVHWV� WRJHWKHU�ZLWK� YDOXH� DGMXVWPHQWV� DQG� YDOXH� UH�
DGMXVWPHQWV�RQ�VXFK�VHFXULWLHV��QHW�UHVXOW�RQ�H[FKDQJH�DFWLYLWLHV� DQG�QHW�UHVXOW�RQ�RWKHU�EX\LQJ
DQG� VHOOLQJ� RSHUDWLRQV� LQYROYLQJ� ILQDQFLDO� LQVWUXPHQWV�� LQFOXGLQJ� SUHFLRXV�PHWDOV�� FRQVWLWXWHV� WKH
VHFRQG� FRPSRQHQW� RI� QRQ�LQWHUHVW� LQFRPH� LQ� WHUPV� RI� LWV� UHODWLYH� LPSRUWDQFH�� $� QRWDEOH
IOXFWXDWLRQ� LV� DSSDUHQW� LQ� WKH� UHODWLYH� LPSRUWDQFH� RI� WKLV� QRQ�LQWHUHVW� LQFRPH� VRXUFH��ZLWK� WKH
UDWLR�RI�QHW�UHVXOW�RI�ILQDQFLDO�RSHUDWLRQV�WR�QRQ�LQWHUHVW�LQFRPH�YDU\LQJ�EHWZHHQ�����DQG�����
IRU� WKH� (8� DQG� EHWZHHQ� ���� DQG� ����� IRU� WKH� HXUR� DUHD� IRU� WKH� SHULRG� ��������� 7KLV�PDMRU
IOXFWXDWLRQ�UHIOHFWV�WKH�ORZ�OHYHO�LQ�WKH�(8�DQG�HXUR�DUHD�DYHUDJHV�LQ�WKH�\HDU������ZLWK��KRZHYHU�
VLJQLILFDQW� IOXFWXDWLRQV� DFURVV� WKH� (8� FRXQWULHV�� ZLWK� 'HQPDUN� DQG�� WR� D� OHVVHU� H[WHQW�� 6SDLQ
DSSHDULQJ� DV� RXWOLHUV�� �7DEOH� ���� 7KH� ERQG� PDUNHWV� FULVLV� RI� WKDW� \HDU� KDV�� SUREDEO\�� SOD\HG� D
VLJQLILFDQW�UROH�LQ�WKLV�UHVSHFW�

,W�LV�DOVR�ZRUWK�QRWLQJ�WKDW�QHW�SURILW�RQ�ILQDQFLDO�RSHUDWLRQV��LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV
D� VRXUFH� RI� QRQ�LQWHUHVW� LQFRPH�� GLG� QRW� UHDFK� WKH� ����� OHYHOV� IRU� WKH� UHPDLQGHU� RI� WKH
REVHUYDWLRQ�SHULRG�LQ�PDQ\�RI�WKH�(8�FRXQWULHV��$V�HYLGHQFHG�E\�QDWLRQDO�GDWD��WKLV�UHIOHFWV�ORZHU
OHYHOV� RI� VXFK� LQFRPH� LQ� HLJKW� (8� FRXQWULHV� UDWKHU� WKDQ� FKDQJHV� LQ� WKH� UHODWLYH� LPSRUWDQFH� RI
RWKHU�QRQ�LQWHUHVW�LQFRPH�FRPSRQHQWV��)RU�WKH�ODVW�IRXU�\HDUV�����������WKH�UHODWLYH�LPSRUWDQFH
RI� WKH� QHW� SURILW� RQ� ILQDQFLDO� RSHUDWLRQV� DV� D� QRQ�LQWHUHVW� LQFRPH� VRXUFH� KDV� VKRZQ� JUHDWHU
VWDELOLW\��UDQJLQJ�IURP������WR������IRU�WKH�(8��ZLWK�VRPHZKDW�KLJKHU�OHYHOV��IURP������WR������
IRU� WKH� HXUR� DUHD��$V� VKRZQ� LQ� 7DEOH� ��� WKHUH� DUH�PDUNHG� GLIIHUHQFHV� EHWZHHQ� FRXQWULHV�� WKH
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UHODWLYH�LPSRUWDQFH�RI�WKLV�VRXUFH�RI�LQFRPH�YDU\LQJ�IURP������LQ�%HOJLXP�DQG������LQ�)UDQFH�WR��
DQG�����LQ�'HQPDUN�DQG�,UHODQG�LQ������

,QFRPH�IURP�VHFXULWLHV

,QFRPH�IURP�VHFXULWLHV� �LQFOXGLQJ�VKDUHV��YDULDEOH�\LHOG�VHFXULWLHV�DQG�RWKHU�SDUWLFLSDWLQJ� LQWHUHVWV�
DFFRXQWHG� IRU� �� �� WR� ��� �� IRU� WKH� (8� DQG� EHWZHHQ� ��� �� DQG� ��� �� IRU� WKH� HXUR� DUHD� �WKH
GLIIHUHQFH�EHLQJ�H[SODLQHG�E\�WKH�ORZ�OHYHO�RI�WKDW�VRXUFH�RI�LQFRPH�LQ�WKH�8QLWHG�.LQJGRP��IRU
WKH�REVHUYDWLRQ�SHULRG����������$�QRWDEO\�ORZHU�OHYHO�RI�WKLV�UDWLR�ZDV�UHFRUGHG�LQ�����������IRU
WKH�(8�DQG������IRU�WKH�HXUR�DUHD�

7KLV�VRXUFH�VKRZHG�D�VWHDGLO\�LQFUHDVLQJ�WUHQG�LQ�WHUPV�RI�LWV�UHODWLYH�LPSRUWDQFH�DV�D�SHUFHQWDJH
RI� QRQ�LQWHUHVW� LQFRPH� IRU� WKH� SHULRG� �������� DQG�� DSSDUHQWO\�� KDV� EHHQ� LQIOXHQFHG� E\� WKH
JHQHUDOO\�IDYRXUDEOH�HFRQRPLF�FRQGLWLRQV�

7DEOH� ��� LQGLFDWHV� WKDW� LQFRPH� IURP� VHFXULWLHV� LV� D� UHODWLYHO\� LPSRUWDQW� VRXUFH� RI� QRQ�LQWHUHVW
LQFRPH� LQ� 6ZHGHQ�� *HUPDQ\�� 'HQPDUN�� $XVWULD� DQG� 6SDLQ� �EHWZHHQ� ��� �� DQG� ��� �� RI� QRQ�
LQWHUHVW� LQFRPH� LQ� ������� EXW� PDUJLQDO� LQ� WKH� 8QLWHG� .LQJGRP� ��� ���� ,W� VKRXOG� EH� QRWHG� WKDW
FRPSDULVRQV� RI� WKH� UHVXOWV� RI� LQGLYLGXDO� FRXQWULHV� FDQ� EH� KHDYLO\� LQIOXHQFHG� E\� GLIIHUHQFHV� LQ
FRUSRUDWH� VWUXFWXUHV� �GLYHUVLILFDWLRQ� WKURXJK� VXEVLGLDULHV� GRHV� QRW� UHDFK� WKH� VDPH� OHYHO� RI
VLJQLILFDQFH�LQ�WKH�YDULRXV�FRXQWULHV��

2WKHU�RSHUDWLQJ�LQFRPH

2WKHU�RSHUDWLQJ�LQFRPH�FRQVWLWXWHG��RQ�DYHUDJH��DURXQG������RI�WRWDO�QRQ�LQWHUHVW�LQFRPH�IRU�WKH
(8�DQG�WKH�HXUR�DUHD�WKURXJKRXW�WKH�SHULRG����������7DEOH�����

0DLQ�VXE�FRPSRQHQWV�RI�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV

7DEOHV� ��� WR� ��� SURYLGH� D� EUHDNGRZQ�� RI� WKH� PDLQ� FRPSRQHQWV� RI� LQFRPH� IURP� IHHV� DQG
FRPPLVVLRQV� IRU� WKRVH� FRXQWULHV� IRU�ZKLFK� WKLV� LQIRUPDWLRQ� LV� DYDLODEOH��2ZLQJ� WR� OLPLWHG� GDWD
DYDLODELOLW\��(8�DQG�HXUR�DUHD�DJJUHJDWHV�FDQQRW�EH�SURYLGHG�

&RPPLVVLRQV�RQ�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�UHSUHVHQWHG������RI�WKH�WRWDO�LQFRPH�IURP�IHHV�DQG
FRPPLVVLRQV� LQ�*UHHFH� DQG������ LQ�$XVWULD� LQ� ������ EXW�ZHUH�RI�PDUJLQDO� LPSRUWDQFH� LQ� ,WDO\�
6SDLQ��)LQODQG��)UDQFH�DQG�3RUWXJDO��7DEOH�����

7KH�LPSRUWDQFH�RI�FRPPLVVLRQV�FKDUJHG�IRU�JXDUDQWHHV��7DEOH�����VHHPV�WR�EH�UHODWLYHO\�KLJK�LQ
WHUPV� RI� WKH� WRWDO� LQFRPH� IURP� IHHV� DQG� FRPPLVVLRQV� LQ� 3RUWXJDO�� %HOJLXP� ���� �� DQG� ��� �
UHVSHFWLYHO\� LQ�������DQG�'HQPDUN� �QR�GDWD� DYDLODEOH� LQ��������DQG�UHODWLYHO\� ORZ� LQ�)UDQFH�DQG
,WDO\� ��� �� RU� OHVV��� ,Q� JHQHUDO�� D� VOLJKW� GHFUHDVLQJ� WUHQG� LQ� WHUPV� RI� UHODWLYH� LPSRUWDQFH� LV
REVHUYDEOH� IRU�PRVW� RI� WKH� UHSRUWLQJ� FRXQWULHV� �ZLWK� WKH� SRVVLEOH� H[FHSWLRQV� RI�'HQPDUN� DQG
*UHHFH��

&RPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV��7DEOH�����DOVR�SUHVHQW�VWULNLQJ�GLIIHUHQFHV�LQ�WHUPV�RI�WKHLU
UHODWLYH�LPSRUWDQFH��SUREDEO\�UHIOHFWLQJ�GLIIHUHQW�ILQDQFLDO�VWUXFWXUHV��WKLV�LV�WKH�FDVH�IRU�,WDO\�DQG
)LQODQG��ERWK�RI�ZKLFK�VKRZ�D�PDUJLQDO�OHYHO��&RQYHUVHO\��FRPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV
FRQVWLWXWH�D�EDVLF�VRXUFH�RI�IHHV�DQG�FRPPLVVLRQV�LQ�%HOJLXP��WKH�1HWKHUODQGV��$XVWULD��3RUWXJDO
DQG�*UHHFH�

�� %DVHG�RQ�WKH�FODVVLILFDWLRQ�SURYLGHG�E\�WKH�%$'�
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&RPPLVVLRQV� FKDUJHG� IRU� SD\PHQW� WUDQVDFWLRQV� �7DEOH� ���� YDU\� VLJQLILFDQWO\� LQ� WHUPV� RI� WKHLU
UHODWLYH�LPSRUWDQFH��DFFRXQWLQJ��IRU������RI�WKH�WRWDO�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV�LQ�6SDLQ�
EXW� RQO\� ����� LQ� ,WDO\� LQ� ������ 7KH� UHODWLYH� LPSRUWDQFH� RI� WKLV� VRXUFH� RI� LQFRPH� LV� VKRZLQJ� D
GHFUHDVLQJ� WUHQG� LQ� VRPH� FRXQWULHV� �6SDLQ�� 3RUWXJDO�� $XVWULD�� WKH� 1HWKHUODQGV�� %HOJLXP� DQG�
SRVVLEO\���,WDO\��

)LQDOO\�� WKH�UHODWLYH� LPSRUWDQFH�RI�FRPPLVVLRQV�FKDUJHG� IRU� WKH� VDIH�FXVWRG\�DQG� DGPLQLVWUDWLRQ�RI
VHFXULWLHV� LV� UDWKHU� OLPLWHG�� H[FHSW� LQ� %HOJLXP�� LQ� )UDQFH� DQG� LQ� )LQODQG�� ZKHUH� WKHVH� DFWLYLWLHV
UHSUHVHQWHG�� UHVSHFWLYHO\�� ��� ��� ��� �� DQG� ��� �� LQ� ����� �7DEOH� ����� ,Q� VRPH� FRXQWULHV�� WKLV
FDWHJRU\�RI�LQFRPH�LV�LQFOXGHG�LQ�FRPPLVVLRQV�IRU�VHFXULWLHV�WUDQVDFWLRQV�

$V�D�VXPPDU\��7DEOH���� LOOXVWUDWHV� WKH�PL[�RI�QRQ�LQWHUHVW� LQFRPH�SUHYDLOLQJ� LQ� WKH�YDULRXV�(8
FRXQWULHV� �WKH� UHODWLYH� LPSRUWDQFH�RI�QRQ�LQWHUHVW� LQFRPH�DQG� LWV� FRPSRQHQWV� SHU� FRXQWU\� DQG
DYHUDJHV�IRU�WKH�(8�DQG�HXUR�DUHD�LQ������DQG�IRU�WKH�SHULRG����������

$V� WKH�EUHDNGRZQ�RI�TXDQWLWDWLYH� GDWD� GRHV� QRW� VSHFLI\� DOO� WKH� VHSDUDWH� FDWHJRULHV�RI� WKH� QRQ�
LQWHUHVW�LQFRPH�VXE�FRPSRQHQWV��DGGLWLRQDO�LQIRUPDWLRQ�RQ�DOO�WKH�LPSRUWDQW�VXE�FRPSRQHQWV�RI
QRQ�LQWHUHVW� LQFRPH� DUH� SURYLGHG� LQ� $QQH[� ��� EDVHG� RQ� TXDOLWDWLYH� UHVSRQVHV� E\� QDWLRQDO
DXWKRULWLHV�� ,Q� WHUPV� RI� YROXPH� �UHIOHFWLQJ� WKHLU� UHODWLYH� LPSRUWDQFH� DV� QRQ�LQWHUHVW� LQFRPH
UHODWHG�DFWLYLWLHV���WKH�PRUH�LPSRUWDQW�DFWLYLWLHV�JHQHUDWLQJ�IHHV�VHHP�WR�EH�SD\PHQW�WUDQVDFWLRQV�
VHFXULWLHV� WUDQVDFWLRQV� RQ� EHKDOI� RI� WKLUG� SDUWLHV�� SURYLVLRQ� RI� JXDUDQWHHV�� FUHGLW� FDUG� IHHV�
SURSULHWDU\�WUDGLQJ��QRWDEO\�LQ�VHFXULWLHV�DQG�IRUHLJQ�H[FKDQJH��DQG�SULYDWH�EDQNLQJ�

,Q�WHUPV�RI�IXWXUH�SURVSHFWV��DGYLVRU\�DFWLYLWLHV��SULYDWH�EDQNLQJ��FUHGLW�FDUG�IHHV��EURNHUDJH�IHHV
LQ� FRQQHFWLRQ� ZLWK� LQVXUDQFH� FRQWUDFWV� DQG� GHULYDWLYH� DFWLYLWLHV� DUH� H[SHFWHG� WR� JDLQ� LQ
LPSRUWDQFH��ZKLOH� OHVV� VLJQLILFDQW� VRXUFHV� RI� EDQNV·� UHYHQXHV�ZRXOG� EH� FRUUHVSRQGHQW� EDQNLQJ�
IHHV�IURP�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�DQG�IHHV�IURP�SD\PHQW�WUDQVDFWLRQV�

� 0DLQ�IHDWXUHV�RI�QRQ�LQWHUHVW�LQFRPH

7KLV� VHFWLRQ� H[DPLQHV� LQ� JUHDWHU� GHWDLO� WKH� LPSOLFDWLRQV� IRU� EDQNV� RI� WKH� GHYHORSPHQW� RI� QRQ�
LQWHUHVW�LQFRPH�E\�FRQVLGHULQJ�FHUWDLQ�VW\OLVHG�IDFWV�DERXW�QRQ�LQWHUHVW�LQFRPH�

² ,V� WKHUH� DQ\� GHJUHH� RI� VXEVWLWXWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH
�6XE�VHFWLRQ�����"

² ,V�WKHUH�D�OLQN�EHWZHHQ�WKH�UHODWLYH�LPSRUWDQFH�RI�QRQ�LQWHUHVW�LQFRPH�DQG�WKH�RYHUDOO�OHYHO
RI�SURILWDELOLW\��6XE�VHFWLRQ�����"

² 'RHV�VL]H�IDFLOLWDWH�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"
² ,V�WKHUH�D�FRUUHODWLRQ��ZKHWKHU�SRVLWLYH�RU�QHJDWLYH��EHWZHHQ�WKH�UHVSHFWLYH�GHYHORSPHQWV�LQ

LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"
² ,V�QRQ�LQWHUHVW�LQFRPH�OHVV�YRODWLOH�WKDQ�LQWHUHVW�LQFRPH��6XE�VHFWLRQ�����"

��� 6XEVWLWXWLRQ�RI�QRQ�LQWHUHVW�LQFRPH�IRU�LQWHUHVW�LQFRPH

6WDWLVWLFDO�DQDO\VLV�VXSSRUWV�WKH�FRPPRQ�SHUFHSWLRQ�RI�D�SURJUHVVLYH�PRYH�IURP�LQWHUHVW�LQFRPH
WR�QRQ�LQWHUHVW�LQFRPH�IRU�WKH�(8�EDQNV��)RU�WKH�SXUSRVH�RI�WKLV�DQDO\VLV�WZR�VHWV�RI�GDWD�KDYH
EHHQ�XVHG��WKH�2(&'�GDWDEDVH�IRU�FDSWXULQJ�VWUXFWXUDO�GHYHORSPHQWV�RYHU�WKH�SDVW�\HDUV��L�H��IRU
WKH���������SHULRG�IRU�ZKLFK�DJJUHJDWH�GDWD�IRU�WKH�(8�DQG�HXUR�DUHD�DUH�SURYLGHG�LQ�7DEOH����
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DQG� GHWDLOHG� GDWD� EURNHQ� GRZQ� E\� FRXQWU\� IRU� PRUH� UHFHQW� \HDUV� ���������� SURYLGHG� E\� WKH
QDWLRQDO�DXWKRULWLHV���VHH�7DEOHV����WR�����

7KH�FKDQJH�LQ�WKH�VWUXFWXUH�RI�LQFRPH�RI�WKH�(8�EDQNV�LV�FRQILUPHG�E\�WKH�GDWD�RQ�QRQ�LQWHUHVW
LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�JURVV�LQFRPH�IRU�WKH�SHULRG����������)RU�WKH�SHULRG���������WKH
VDPH�LQFUHDVLQJ�WUHQG�LV�DOVR�FRQILUPHG�E\�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ�LQFRPH�

IRU�WKH�(8�DQG�HXUR�ZHLJKWHG�DYHUDJHV��VHH�&KDUW���EHORZ��

�&KDUW��

1RQ�LQWHUHVW�LQFRPH�DV
D�SHUFHQWDJH�RI�JURVV�LQFRPH

1RQ�LQWHUHVW�LQFRPH�DV�D
SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH

3HULRG�������� /DWHVW�GHYHORSPHQWV��������

$�WUHQG�IRU�DQ�LQFUHDVH�LQ�QRQ�LQWHUHVW�LQFRPH�DV�SDUW�RI�WRWDO�LQFRPH�KDV�EHHQ�FRQILUPHG�E\�WKH
H[LVWLQJ�GDWD�IRU�WKH�ZKROH�SHULRG����������ZKLFK�LV�ORQJ�HQRXJK�WR�YHULI\�D�VWUXFWXUDO�FKDQJH�LQ
WKH�(8�EDQNV·� LQFRPH�FRPSRVLWLRQ��7KH� ODWHVW�GHYHORSPHQWV� LQ�WKH�(8�EDQNV·� LQFRPH�VWUXFWXUH
DUH�DWWUDFWLQJ�PRUH�DQDO\WLFDO�LQYHVWLJDWLRQ�DV�WKH\�UHIOHFW�WKH�FXUUHQW�VLWXDWLRQ�RI�WKH�(8�EDQNLQJ
V\VWHP�� $JDLQVW� WKLV� EDFNJURXQG�� WKH� FRQWULEXWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� WR� EDQNV·� RSHUDWLQJ
LQFRPH�LQFUHDVHG�E\���SHUFHQWDJH�SRLQWV�LQ�MXVW�WKUHH�\HDUV��IURP������LQ������WR������LQ�����
IRU�WKH�(8��)RU�WKH�HXUR�DUHD�� WKH� LQFUHDVH�ZDV�HYHQ�PRUH�QRWHZRUWK\�� IURP������ LQ������WR
�����LQ��������7DEOH������$PRQJ�WKH�IHZ�H[FHSWLRQV��WKRVH�FRXQWULHV�ZKHUH�QRQ�LQWHUHVW�LQFRPH
GLG�QRW�VKRZ�D�VWHDG\�SDWWHUQ�RI�LQFUHDVH�DV�D�SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH�LQ���������DUH�WKH
8QLWHG�.LQJGRP�DQG�*UHHFH�

6WUXFWXUDO�GLIIHUHQFHV�ZLWK�UHJDUG� WR� WKH� OHYHO�RI�QRQ�LQWHUHVW� LQFRPH�DV� D�SHUFHQWDJH�RI�EDQNV·
WRWDO�RSHUDWLQJ�LQFRPH�DFURVV�WKH�(8�FRXQWULHV�FDQ�DOVR�EH�VHHQ�IURP�WKH�GDWD�LQ�7DEOH�����7KH
UDWLR�TXRWHG�DERYH�YDULHV�IURP������LQ�/X[HPERXUJ�DQG�DURXQG������LQ�6ZHGHQ�DQG�)UDQFH�WR���
��LQ�'HQPDUN�������LQ�6SDLQ�DQG������ LQ�*HUPDQ\�DW�WKH������\HDU�HQG��$V�VXFK��WKH�JURZLQJ
UHODWLYH�LPSRUWDQFH�RI�QRQ�LQWHUHVW�LQFRPH�LQ�WRWDO�RSHUDWLQJ�LQFRPH�GRHV�QRW�LQGLFDWH�WKH�H[WHQW
WR�ZKLFK�WKLV�WUHQG�LV�GXH�WR�WKH�G\QDPLVP�RI�QRQ�LQWHUHVW�LQFRPH�RU�WR�DQ�RQJRLQJ�UHGXFWLRQ�LQ

� 'DWD�SURYLGHG�E\� WKH�QDWLRQDO�DXWKRULWLHV� FRYHU� WKH�´EHQFKPDUNµ�\HDUV������������������������DQG�WKH�PRVW�UHFHQW� \HDUV������
�����������DQG�������+RZHYHU��RZLQJ�WR�WKH�WKH�OLPLWHG�DYDLODELOLW\�RI�GDWD��(8�DQG�HXUR�DYHUDJHV�DUH�SURYLGHG�RQ�WKH�EDVLV�RI�WKLV
GDWD�VRXUFH�RQO\�IRU�WKH�SHULRG���������

� 2SHUDWLQJ�LQFRPH�FRUUHVSRQGV� WR� WKH�VXP�RI�QHW� LQWHUHVW� LQFRPH�DQG�QRQ�LQWHUHVW� LQFRPH��+RZHYHU�� LQ� VRPH�FDVHV� VOLJKW�GLIIHUHQFHV
KDYH�EHHQ�HYLGHQFHG�EHWZHHQ�WKH�VXP�RI�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH�RQ�WKH�RQH�KDQG�DQG�RSHUDWLQJ�LQFRPH�RQ�WKH�RWKHU�KDQG�
PDLQO\�GXH�WR�WKH�QRQ�KDUPRQLVHG�VWDWLVWLFDO�IUDPHZRUN��*URVV�LQFRPH��DFFRUGLQJ�WR�WKH�2(&'�GHILQLWLRQ��LV�DOVR�WKH�VXP�RI�QHW�LQWHUHVW
DQG�QRQ�LQWHUHVW�LQFRPH��*URVV�DQG�RSHUDWLQJ�LQFRPH�PD\�QRW�EH�IXOO\�FRPSDUDEOH�VLQFH��LQ�WKH�FDWHJRU\�RI�´RWKHUµ��VXE�FDWHJRU\�RI�QRQ�
LQWHUHVW� LQFRPH��DFFRUGLQJ�WR�WKH�2(&'�GHILQLWLRQ��H[WUDRUGLQDU\�RU� LUUHJXODU� FDWHJRULHV�RI� LQFRPH�PD\�EH� LQFOXGHG��$FFRUGLQJ� WR� WKH
GDWD� FROOHFWLRQ� VFKHPH� IRU�QDWLRQDO�GDWD�SURYLGHG�E\�QDWLRQDO�DXWKRULWLHV��QR�H[WUDRUGLQDU\� LQFRPH�KDV�� LQ�SULQFLSOH��EHHQ� LQFOXGHG� LQ
RWKHU�RSHUDWLQJ�LQFRPH�
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LQWHUHVW�LQFRPH��7KH�WUHQGV�LQ�WKH�UHVSHFWLYH�GHYHORSPHQWV�RI�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH
DUH�� RYHU� WLPH�� PRUH� FOHDUO\� HYLGHQFHG� RQ� WKH� EDVLV� RI� WKH� UHVSHFWLYH� UDWLRV� RI� QRQ�LQWHUHVW
LQFRPH�� QHW� LQWHUHVW� LQFRPH� DQG� WRWDO� RSHUDWLQJ� LQFRPH� WR� WRWDO� DVVHWV� �7DEOHV� ���� ���� ����
'HYHORSPHQWV� LQ� WKH�(8�DQG�WKH�HXUR�DUHD� IRU� WKH�SHULRG���������DUH� VKRZQ� LQ� WKH� IROORZLQJ
FKDUWV�

�&KDUW��

7KH�UDWLR�RI�QHW�LQWHUHVW�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD

/DWHVW�GHYHORSPHQWV��������

3HULRG��������

�&KDUW��

7KH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD

/DWHVW�'HYHORSPHQWV��������

3HULRG��������
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�&KDUW��

7KH�UDWLR�RI�JURVV�LQFRPH�WR�DVVHWV
IRU�WKH�(8�DQG�WKH�HXUR�DUHD
3HULRG�������� ��/DWHVW�GHYHORSPHQWV��������

$V�VKRZQ�LQ�&KDUW����WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV�LQFUHDVHG�LQ�WKH�(8�DQG�HXUR�DUHD
LQ�WKH�SHULRG�IURP����������+RZHYHU��RYHU�WKH�HDUOLHU�\HDUV�RI�WKH�REVHUYDWLRQ�SHULRG����������
WKHUH� ZDV� QRW� D� FRQWLQXRXV� XSZDUG� WUHQG�� ,QGHHG�� WKH� QRQ�LQWHUHVW� LQFRPH� WR� DVVHWV� UDWLR
LQFUHDVHG�LQ�WKH�(8�DQG�WKH�HXUR�DUHD�IRU�WKH�SHULRG����������UHDFKLQJ�D�SHDN�LQ�WKH�ODWWHU�\HDU�
2YHU�WKH�QH[W�WZR�\HDUV�������DQG�������WKH�UDWLR�KDV�UHPDLQHG�EHORZ�WKH������ OHYHO����:LWK
UHJDUG� WR� ODVW� \HDUV·� GHYHORSPHQWV�� WKHUH�ZDV� D� FRQVLGHUDEOH� LQFUHDVH� LQ� WKLV� UDWLR��ZKLFK� URVH
IURP��������WR��������EHWZHHQ������DQG������LQ�WKH�HXUR�DUHD�DQG�IURP��������WR��������LQ�WKH
(8�

&RQYHUVHO\�� UHGXFWLRQV� LQ� WKH�UDWLR�RI�QHW� LQWHUHVW� LQFRPH�WR�DVVHWV� �&KDUW���� IROORZHG� D�FOHDU�
FRPPRQ�DQG�FRQWLQXRXVO\�GHFOLQLQJ�SDWWHUQ�LQ�WKH�(8�DQG�WKH�HXUR�DUHD�IRU�WKH�SHULRG���������
,Q�WKH�PRVW�UHFHQW�\HDUV�XQGHU�UHYLHZ��D�GHFOLQH�ZDV�UHFRUGHG�IURP��������WR��������LQ�WKH�(8
DQG� IURP�������� WR�������� LQ� WKH�HXUR�DUHD��7KLV� GHYHORSPHQW� UHIOHFWV� WKH�GHFUHDVLQJ� LQWHUHVW
PDUJLQ�WKURXJKRXW�WKH�(8�LQ�WKH�ODVW�IHZ�\HDUV�

7KH�UHODWLYH�LPSRUWDQFH�RI�QHW�LQWHUHVW�LQFRPH�LV�DOVR�VHQVLWLYH�WR�WKH�HFRQRPLF�F\FOH��D�VKLIW� LQ
WKH� \LHOG� FXUYH� RU� WKH� UHDOLVDWLRQ� RI� FDSLWDO� JDLQV� LQ� WKH� ERQG� SRUWIROLR� DW� WKH� H[SHQVH� RI� WKH
LQWHUHVW�PDUJLQ�� ,Q� IDFW�� WKH� ILUVW� WZR�RI� WKH�DERYH�PHQWLRQHG�YDULDEOHV�KDYH� UHFHQWO\�H[HUWHG� D
SRVLWLYH�LQIOXHQFH�RQ�LQWHUHVW�LQFRPH��DV�HFRQRPLF�DFWLYLW\�KDV�UHFRUGHG�VLJQLILFDQW�JURZWK�ZKLOH�D
JHQHUDO�� V\PPHWULFDO� GRZQZDUG� WUHQG� LQ� LQWHUHVW� UDWHV� KDV� WHPSRUDULO\� ERRVWHG� WKH� LQFRPH
SURYLGHG� E\�PDWXULW\� WUDQVIRUPDWLRQ�� 7KH� IDFW� WKDW� LQWHUHVW� UDWH�PDUJLQV� UHFRUGHG� D� UHGXFWLRQ
GHVSLWH�WKRVH�SRVLWLYH� IDFWRUV�VHHPV�WR�EH�D�FOHDU� LQGLFDWLRQ�RI�WKH�VWURQJ�FRPSHWLWLYH�SUHVVXUH
IDFHG�E\�EDQNV�LQ�WKHLU�FODVVLFDO�LQWHUPHGLDWLRQ�DFWLYLWLHV�

$V�VKRZQ�LQ�&KDUW����WKLV�GHFUHDVH�LQ�QHW�LQWHUHVW�LQFRPH��DV�D�SHUFHQWDJH�WR�DVVHWV��KDV�QRW�EHHQ
IXOO\�RIIVHW�E\�WKH�LQFUHDVH�LQ�QRQ�LQWHUHVW�LQFRPH��UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV���,QGHHG�
RYHU� WKH�SDVW� IHZ�\HDUV� ������EHLQJ� DQ� H[FHSWLRQ��� WKH� JURVV� LQFRPH� WR� DVVHWV� UDWLR� VKRZHG� D
GHFOLQLQJ� SURILOH� LQ� ERWK� WKH� (8� DQG� WKH� HXUR� DUHD�� )RU� WKH� ODVW� IRXU� \HDUV� RI� WKH� REVHUYDWLRQ
SHULRG��WKH�VDPH�WUHQG�KDV�EHHQ�REVHUYHG�LQ�WKH�GHYHORSPHQW�RI�WKH�RSHUDWLQJ�LQFRPH�WR�DVVHWV
UDWLR��ZKLFK�GHFUHDVHG�EHWZHHQ������DQG������IURP��������WR��������LQ�WKH�HXUR�DUHD�DQG�IURP
�������WR��������LQ�WKH�(8�

��� 7KH�WZR�´H[WUHPHµ�YDOXHV�RI�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�DVVHWV�LQ������DQG������VHHP�WR�KDYH�EHHQ�LQIOXHQFHG�E\�WKH�DEUXSW
FKDQJHV�LQ�WKH�UHODWLYH�LPSRUWDQFH�RI�WKH�´SURILW�RQ�ILQDQFLDO�RSHUDWLRQVµ�VXE�FRPSRQHQW�RI�QRQ�LQWHUHVW�LQFRPH��7DEOH����
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,W�LV�QRWDEOH�WKDW�RSHUDWLQJ�LQFRPH�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV�URVH�LQ�DOO�WKH�QRQ�SDUWLFLSDWLQJ
FRXQWULHV� LQ�������DQG��DV� D�UHVXOW�RI� WKLV�� WKH�(8�DYHUDJH�DOVR� LQFUHDVHG�DV� FRPSDUHG�ZLWK� WKH
�����ILJXUH��%\�FRQWUDVW��WKH�UHVSHFWLYH�UDWLR�IRU�WKH�HXUR�DUHD�VKRZHG�D�VWHDG\�GHFOLQH� IRU�WKH
ZKROH�SHULRG���������

��� 7KH�UHODWLRQ�EHWZHHQ�QRQ�LQWHUHVW�LQFRPH�DQG�SURILWDELOLW\

$V� VWUXFWXUDO� FKDQJHV� DQG� FRPSHWLWLYH� SUHVVXUHV� DUH� H[SHFWHG� WR� VTXHH]H� WUDGLWLRQDO� LQWHUHVW
PDUJLQV� IXUWKHU�� LW� LV� LPSRUWDQW� WR� FRQVLGHU� ZKHWKHU� WKH� GHYHORSPHQW� RI� QRQ�LQWHUHVW� LQFRPH
RIIHUV�EDQNV�DQ�DFFHSWDEOH�DOWHUQDWLYH�E\�ZKLFK�WKH\�FDQ�VDIHJXDUG�WKHLU�RYHUDOO�SURILWDELOLW\�

$V�DOUHDG\�VKRZQ��WKH�ULVH�LQ�QRQ�LQWHUHVW�LQFRPH�GLG�QRW�IXOO\�RIIVHW�WKH�UHGXFWLRQ�LQ�WKH�LQWHUHVW
PDUJLQ��DV�WKH�DJJUHJDWH�UDWLR�RI�RSHUDWLQJ�LQFRPH�WR�WRWDO�DVVHWV�KDV�� LQ�JHQHUDO��GHFOLQHG��:LWK
UHJDUG�WR�GHYHORSPHQWV�LQ�SURILWDELOLW\��WKH�SLFWXUH�LV�YDULHG��VKRZLQJ�DQ�XQVWDEOH�SURILOH� IRU�WKH
\HDUV� �������� �7DEOH� ����� +RZHYHU�� GXULQJ� WKH� SHULRG� �������� EDQNV·� SURILWDELOLW\� �UHWXUQ� RQ
HTXLW\�� 52(���� LQ� WKH� (8� DQG� WKH� HXUR� DUHD� GLG� QRW� IROORZ� D� GRZQZDUG� WUHQG�� EXW� UHPDLQHG
EURDGO\� VWDEOH� DW� D� UHODWLYHO\� KLJKHU� OHYHO� LQ� �������� WKDQ� LQ� WKH� HDUOLHU� SHULRG� DQG��PRUHRYHU�
VKRZHG� D� IXUWKHU� QRWDEOH� LPSURYHPHQW� LQ� ����� �7DEOH� ����� 7KH� VDPH� DSSOLHV� WR� WKH� UDWLR� RI
UHWXUQ� RQ� DVVHWV� �52$���� IRU� WKH� VDPH� SHULRG� �7DEOH� ����� 7KH�ZHLJKWHG� DYHUDJH� IRU� WKH� 52(
�SURILWV�EHIRUH�WD[�WR�WRWDO�\HDU�HQG�HTXLW\��LV�VKRZQ�LQ�&KDUW���IRU�WKH�\HDUV������WR������

�&KDUW��

5HWXUQ�RQ�HTXLW\��ZHLJKWHG�
3HULRG��������

/DWHVW�GHYHORSPHQWV��������

7KLV�HYROXWLRQ�PD\�LQGLFDWH�WKDW�DOWKRXJK�WKH�JURZWK�RI�QRQ�LQWHUHVW� LQFRPH�GLG�QRW� IXOO\�RIIVHW
WKH� UHGXFWLRQ� LQ� WKH� LQWHUHVW�PDUJLQ�� WKLV� JURZWK�QHYHUWKHOHVV�KHOSHG� WR�FRQVROLGDWH� WKH� EDQNV·
RYHUDOO�SURILWDELOLW\�DW�WKH������OHYHO�DQG��PRUHRYHU��JLYHQ�WKH�IDYRXUDEOH�HFRQRPLF�FRQGLWLRQV��WR
DFKLHYH�D�UHPDUNDEOH� LPSURYHPHQW� LQ� WKH�RYHUDOO� SURILWDELOLW\�RI� WKH�(8�EDQNLQJ� V\VWHP� IRU� WKH
ODVW� \HDU� RI� WKH� REVHUYDWLRQ� SHULRG� �������� 7KLV� DYHUDJH� UHVXOW� FDQ�� KRZHYHU�� FRQFHDO� PDUNHG
GLIIHUHQFHV�LQ�SURILWDELOLW\�DFURVV�WKH�(8�FRXQWULHV�DQG�DFURVV�EDQNV�LQ�HYHU\�FRXQWU\��GLIIHUHQFHV
LQ�WKH�OHYHOV�RI�SURILWDELOLW\�DFURVV�(8�FRXQWULHV�DUH�VKRZQ�LQ�7DEOHV����DQG�����

��� 7KH�UDWLR�RI�EDQNV·�SURILWV�EHIRUH�WD[�WR�\HDU�HQG�HTXLW\�
��� 7KH�UDWLR�RI�EDQNV·�SURILWV�EHIRUH�WD[�WR�\HDU�HQG�DVVHWV�
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,Q�RUGHU�WR�FRPSDUH�WKH�VLWXDWLRQ�SUHYDLOLQJ�LQ�WKH�YDULRXV�FRXQWULHV��6SHDUPDQ·V�UDQN�FRUUHODWLRQ
WHVW� ZDV� XVHG� WR� GHWHFW� ZKHWKHU� WKHUH� ZDV� D� FRUUHODWLRQ� EHWZHHQ� WKH� UDQNLQJV� RI� FRXQWULHV
DFFRUGLQJ� WR�SURILWDELOLW\� �52(��� DQG�WKHLU�UDQNLQJ� DFFRUGLQJ� WR� WKH� UHODWLYH� LPSRUWDQFH�RI�QRQ�
LQWHUHVW�LQFRPH��,Q�WKLV�UHVSHFW��WKH�(8�FRXQWULHV�ZHUH�UDQNHG�LQ�GHVFHQGLQJ�RUGHU�DFFRUGLQJ�WR
WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ�LQFRPH�DQG�WKHLU�UHWXUQ�RQ�HTXLW\�UDWLR��IURP���WR
���IRU������������DQG��������)RU�HDFK�RI�WKH�DERYH�PHQWLRQHG�\HDUV��6SHDUPDQ·V�UDQN�FRUUHODWLRQ
FRHIILFLHQW�ZDV�FDOFXODWHG���

7KLV� WHVW� VKRZHG� D� UHODWLYHO\� ORZ� QHJDWLYH� UHODWLRQVKLS� EHWZHHQ� QRQ�LQWHUHVW� LQFRPH� DV� D
SHUFHQWDJH�RI�WRWDO�RSHUDWLQJ�LQFRPH�DQG�52(�IRU�WKH�(8�FRXQWULHV�LQ������DQG�������DQG�D�YHU\
ORZ�SRVLWLYH�RQH� LQ� ����� �7DEOH� ����� 7KH�PL[HG� UHVXOWV� DQG� WKH� ORZ� GHJUHH� RI� UHODWLRQVKLS�� DV
PHDVXUHG�E\�DSSO\LQJ�WKH�6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW��GR�QRW�DOORZ�IRU�GUDZLQJ�FRQFOXVLRQV
RQ� ZKHWKHU� D� KLJKHU� SURSRUWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� FRUUHVSRQGV� WR� KLJKHU� OHYHO� RI
SURILWDELOLW\�DFURVV�WKH�(8��7KH�QHJDWLYH�UHODWLRQVKLS�HYLGHQFHG�IRU�WKH�ODVW�WZR�\HDUV�LV�HYHQ�OHVV
VXSSRUWLYH�RI�WKLV�ZRUNLQJ�DVVXPSWLRQ�

7KH� VDPH�PHWKRG�ZDV� DSSOLHG� WR� WHVW� D� SRVVLEOH� FRUUHODWLRQ�EHWZHHQ� WKH� UDWLR�RI� QRQ�LQWHUHVW
LQFRPH�WR�RSHUDWLQJ�LQFRPH�DQG�WKH�UDWLR�RI�RSHUDWLQJ�FRVW���WR�RSHUDWLQJ�LQFRPH��7DEOH������7KLV
VHFRQG� WHVW� VKRZHG� D� UDWKHU� ORRVH� SRVLWLYH� UHODWLRQVKLS� LQ� DOO� WKUHH� \HDUV� RI� WKH� REVHUYDWLRQ
SHULRG� ������� ����� DQG� ������� $OWKRXJK�� LQ� WKLV� FDVH� DV� ZHOO�� WKH� UHODWLYHO\� ORZ� GHJUHH� RI
FRUUHODWLRQ�GRHV�QRW�DOORZ�IRU�GUDZLQJ�FRQFOXVLRQV��WKH�SRVLWLYH�UHODWLRQVKLS�HYLGHQFHG� LQ�DOO�WKH
WKUHH� \HDUV� FRXOG� LPSO\� WKDW� DQ� LQFUHDVH� LQ� QRQ�LQWHUHVW� LQFRPH� LV� DFFRPSDQLHG�� WR� D� FHUWDLQ
H[WHQW��E\�DQ�LQFUHDVH�LQ�WKH�OHYHO�RI�RSHUDWLQJ�FRVWV�

2QH� FRQFOXVLRQ� VWHPPLQJ� IURP� WKHVH� WHVWV� LV� WKDW� WKH� JURZWK� RI� QRQ�LQWHUHVW� LQFRPH� FRXOG�
LQGHHG�� IDLO� WR� OHDG� WR� KLJKHU� SURILWV� LI� D� UHODWLYHO\� ODUJH� SDUW� RI� WKH� ´DGGLWLRQDOµ� QRQ�LQWHUHVW
LQFRPH� LV� DEVRUEHG�E\� LQFUHDVHG�FRVWV�� )RU� LQVWDQFH��D� JURZWK�RQ� WKH�FRVW� VLGH�RI� IHHV�SD\DEOH
FRXOG�UHVXOW�IURP�D�JURZWK�RQ�WKH�UHYHQXH�VLGH��H�J��LI�WKH�GHYHORSPHQW�RI�DVVHW�PDQDJHPHQW�IHHV
FRLQFLGHV� ZLWK� D� ULVH� LQ� IHHV� SDLG� WR� ILQDQFLDO� DGYLVRUV� HPSOR\HG� DV� DJHQWV�� 6LPLODUO\�� FRQWUDFW
EDQNLQJ��ZKLFK� LV� JDLQLQJ� LPSRUWDQFH� DFURVV� WKH�(8�FRXQWULHV�� FRXOG� DOVR� EH� DVVRFLDWHG�ZLWK� DQ
LQFUHDVH� LQ� EURNHUDJH� IHHV� SD\DEOH���� 7KH� GHYHORSPHQW� RI� IHH� LQFRPH� FRXOG� DOVR� HQWDLO� KLJKHU
ODERXU�FRVWV�LQ�VRPH�DUHDV�ZKLFK�DUH�PRUH�SHUVRQQHO�LQWHQVLYH��H�J��DGYLVRU\�VHUYLFHV��IRU�ZKLFK
PRUH� H[SHULHQFHG� DQG� EHWWHU� TXDOLILHG� SHUVRQQHO� DUH� QHHGHG��� ,Q� WKLV� UHVSHFW�� KLJKHU
DGPLQLVWUDWLYH�FRVWV��RWKHU�WKDQ�SHUVRQQHO�FRVWV��PD\�EH�DVVRFLDWHG�ZLWK�VRPH�DFWLYLWLHV��VXFK�DV
XQGHUZULWLQJ�DQG�SURSULHWDU\�WUDGLQJ�

��� 1RQ�LQWHUHVW�LQFRPH�DQG�WKH�VL]H�RI�EDQNV

7KH� UHODWLRQVKLS� EHWZHHQ� WKH� VL]H� RI� EDQNV� DQG� QRQ�LQWHUHVW� LQFRPH� VKRXOG� LQGLFDWH� WR� ZKDW
H[WHQW�ODUJHU�EDQNV�KDYH�PRUH�SRVVLELOLWLHV�WKDQ�VPDOOHU�RQHV�WR�JHQHUDWH�DQG�VXVWDLQ�QRQ�LQWHUHVW
LQFRPH�DQG�WR�WUDQVODWH�LW�LQWR�KLJKHU�OHYHOV�RI�SURILWV�DQG�LQFUHDVHG�YDOXH�IRU�VKDUHKROGHUV��7KH
H[DPLQDWLRQ� RI� WKH� UHODWLRQ� EHWZHHQ� VL]H� DQG� QRQ�LQWHUHVW� LQFRPH� ZDV� EDVHG� RQ� TXDOLWDWLYH
LQIRUPDWLRQ�SURYLGHG�E\�WKH�QDWLRQDO�VXSHUYLVRU\�DXWKRULWLHV��7KH�PDLQ�ILQGLQJ�LV�WKDW�ODUJH�EDQNV�

�� 6SHDUPDQ·V� FRUUHODWLRQ� WHVW� ZDV� SUHIHUUHG� DV� D� FRPPRQO\� XVHG� VWDWLVWLFDO� WHVW� DSSURSULDWH� IRU� UDQNHG� YDULDEOHV�� %\�PHDVXULQJ� WKH
FRUUHODWLRQ�RI�UDQNHG�YDULDEOHV��WKH�LPSDFW�RI�´H[WUHPHµ�YDOXHV�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LV�GLPLQLVKLQJ��0RUHRYHU��WKLV�SURFHVV�RI
UDQNLQJ�YDULDEOHV�UHGXFHV�WKH�HIIHFW�RI�GLIIHUHQFHV�LQ�WKRVH�YDULDEOHV�GXH�WR�WKH�QRQ�KDUPRQLVHG�GDWDEDVH��H�J��LI�D�FRXQWU\�LV�UDQNHG��WK
DFFRUGLQJ� WR� LWV� UDWLR� RI� QRQ�LQWHUHVW� LQFRPH� WR� RSHUDWLQJ� LQFRPH�� DQ\� GLVFUHSDQFLHV� VWHPPLQJ� IURP�GDWD� DFFXUDF\� RU� GLIIHUHQFHV� LQ
FDOFXODWLRQ�KDYH�QR�LPSDFW�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LI�WKH\�OLH�EHWZHHQ�WKH�YDOXHV�H[KLELWHG�E\�WKH�FRXQWULHV�UDQNHG�RQH�SODFH
KLJKHU���WK��DQG�ORZHU���WK���

�� 7KH�RSHUDWLQJ�FRVW�ZDV�FDOFXODWHG�RQ�D�QHW�EDVLV��EHLQJ�WKH�VXP�RI�JHQHUDO�DGPLQLVWUDWLYH�H[SHQVHV�DQG�YDOXH�DGMXVWPHQWV�LQ�UHVSHFW�RI
DVVHWV��%$'��$UWLFOH�����SRLQWV���DQG���LQ�WKH�YHUWLFDO�OD\RXW���)RU�WKH�GHYHORSPHQWV�LQ�WKH�UDWLR�RI�RSHUDWLQJ�FRVW�WR�RSHUDWLQJ�LQFRPH
DFURVV�WKH�(8�FRXQWULHV�VHH�7DEOH����

��� %DQNV�VHOO�VRSKLVWLFDWHG�SURGXFWV�WR�WKHLU�FOLHQWV��VWUXFWXUHG�SURGXFWV��ZKLFK�KDYH�EHHQ�HQJLQHHUHG�E\�WKLUG�SDUW\�VSHFLDOLVWV�
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LQWHUQDWLRQDO� JURXSV� DQG� ILQDQFLDO� FRQJORPHUDWHV� VHHP� WR� EH� DW� D� FRPSHWLWLYH� DGYDQWDJH� DV� WKH
ODUJHU� VFDOH�RI� RSHUDWLRQV� DSSHDUV� WR�RIIHU� LQFUHDVHG�RSSRUWXQLWLHV� IRU� VSHFLDOLVDWLRQ� DQG� FURVV�
VHOOLQJ�RI�SURGXFWV��$PRQJ�WKH�DGYDQWDJHV� DUH� WKH�DFKLHYHPHQW�RI�D� FULWLFDO�PDVV��HFRQRPLHV�RI
VFDOH� DQG� VFRSH�� WKH� SURYLVLRQ� RI� D� ODUJH� VSHFWUXP� RI� SURGXFWV� DQG� VHUYLFHV�� LQFUHDVHG
SURGXFWLYLW\��DQG�HIILFLHQW�FRVW��VWUXFWXUH�DQG�ULVN�GLYHUVLILFDWLRQ�

0DWWHUV�ZKLFK�FRXOG�EH�UHJDUGHG�DV�GLVDGYDQWDJHV�DUH�WKH�SRWHQWLDO�H[LVWHQFH�RI�LQWHUQDO�FRQIOLFWV
DQG� FXOWXUH� FODVKHV� UHVXOWLQJ� IURP� D� VWUXFWXUH� VXSSRUWLQJ� D� KLJK� GLYHUVLW\� RI� DFWLYLWLHV�� 7KLV
SUREOHP�PD\�EH�KHLJKWHQHG�E\�WKH�SROLF\�RI�JURZWK�E\�DFTXLVLWLRQ�IROORZHG�E\�PDQ\�RI�WKH�ODUJHU
EDQNV�� 2WKHU� SRVVLEOH� GLVDGYDQWDJHV� FRXOG� EH� ´SURGXFW� FDQQLEDOLVDWLRQµ��� DQG� FRPSOH[LW\�� WKH
ODWWHU�UHVXOWLQJ�IURP�WKH�RUJDQLVDWLRQDO�VWUXFWXUH�ZKHUH�GLIIHUHQW�FXOWXUHV� OLQNHG�WR�WKH�GLIIHUHQW
QRQ�LQWHUHVW� LQFRPH� DFWLYLWLHV� �WUDGLQJ�� FRQVXOWLQJ�� HQJLQHHULQJ�� HWF��� DUH� XVXDOO\� PRUH
KHWHURJHQHRXV�WKDQ�LQ�WUDGLWLRQDO� LQWHUPHGLDWLRQ�DFWLYLWLHV��3UREOHPV�RI� LQWHUQDO�FRPSHWLWLRQ�DQG
GLIILFXOWLHV�RI�PDLQWDLQLQJ�UHODWLRQV�DW�DUP·V�OHQJWK�KDYH�EHHQ�FRXQWHUHG�LQ�VRPH�FRXQWULHV�E\�WKH
FUHDWLRQ�RI�VSHFLDO�VXEVLGLDULHV��H�J��LQ�%HOJLXP��IRU�SULYDWH�EDQNLQJ�DQG�WKH�PDQDJHPHQW�RI�8&,76
E\�VHSDUDWH�HQWLWLHV��

+RZHYHU�� VPDOO� EDQNV� FRXOG� DOVR� EH� VXFFHVVIXO� LQ� QRQ�LQWHUHVW� LQFRPH� EXVLQHVV� E\� RSHUDWLQJ� LQ
QLFKH�PDUNHWV��VXFK�DV�WKH�60(�VHFWRU��RU�E\�VHUYLFLQJ�KLJK�QHW�ZRUWK� LQGLYLGXDOV�RIIHULQJ�� LQWHU
DOLD��SULYDWH�EDQNLQJ�DFWLYLWLHV��6PDOOHU�EDQNV�PD\�H[SORLW� ORFDOLVDWLRQ�DGYDQWDJHV�E\�VSHFLDOLVLQJ� LQ
WKH�GLVWULEXWLRQ�RI�VHUYLFHV�WR�ORFDO�FOLHQWV��6PDOOHU�EDQNV�DOVR�DSSHDU�WR�EH�PRUH�IOH[LEOH�LQ�WKHLU
DSSURDFK� WR� VWUXFWXUDO� FKDQJH�� +RZHYHU�� WKH� KLJKHU� UHYHQXH� UDWLRV� IURP� QRQ�LQWHUHVW� LQFRPH
DFWLYLWLHV�UHFRUGHG�E\�VPDOO�EDQNV�RIWHQ�IDLO�WR�FDUU\�RYHU�LQWR�SURILWDELOLW\�EHFDXVH�WKH\�WUDQVODWH
LQWR�D�KLJKHU�UDWLR�RI�FRVW�WR�LQFRPH�

��� &RUUHODWLRQ�EHWZHHQ�LQWHUHVW�LQFRPH�DQG�QRQ�LQWHUHVW�LQFRPH

,I�WKH�WZR�FRPSRQHQWV�RI�EDQNV·�LQFRPH�GHPRQVWUDWH�D�GLIIHUHQW�F\FOLFDO�EHKDYLRXU��QRQ�LQWHUHVW
LQFRPH�FRXOG�H[HUW�D�VWDELOLVLQJ�LQIOXHQFH�RQ�EDQNV·�UHVXOWV�E\�RIIVHWWLQJ�WKH�IOXFWXDWLRQV�LQ�LQWHUHVW
LQFRPH�� 2Q� WKH� EDVLV� RI� WKH� 2(&'� GDWDEDVH�� DQ� HPSLULFDO� VHDUFK� IRU� D� FRUUHODWLRQ� EHWZHHQ
LQWHUHVW� DQG�QRQ�LQWHUHVW� LQFRPH��ERWK� H[SUHVVHG� DV� D� SHUFHQWDJH�RI� WKH� DYHUDJH�EDODQFH�VKHHW
WRWDO�� IRU� LQGLYLGXDO� FRXQWULHV� ZDV� FDUULHG� RXW� IRU� WKH� \HDUV� �������� �WKLV� EHLQJ� WKH�PD[LPXP
SHULRG� RI� FRYHUDJH���� DQG� WKH� ILQGLQJV� DUH� SUHVHQWHG� LQ� 7DEOH� ���� $� FRUUHODWLRQ� FRHIILFLHQW
VLJQLILFDQWO\� ORZHU� WKDQ� RQH� ZRXOG� LQGLFDWH� D� VWDELOLVLQJ� LQIOXHQFH�� ZKLOH� D� QHJDWLYH� FRUUHODWLRQ
ZRXOG� HYHQ� LPSO\� WKDW� DQ\� GHFUHDVHV� LQ� LQWHUHVW� LQFRPH� �H�J�� GXH� WR� D� UHGXFWLRQ� LQ� LQWHUHVW
PDUJLQV�� LQFUHDVHG� FRPSHWLWLRQ�� FRXOG� EH� H[SHFWHG� WR� EH� FRPSHQVDWHG� E\� DQ� LQFUHDVH� LQ� QRQ�
LQWHUHVW�LQFRPH���

��� ´3URGXFW� FDQQLEDOLVDWLRQµ� UHIHUV� WR� WKH� SURFHVV� RI� SURPRWLQJ� RQH� SURGXFW� DJDLQVW� RWKHU�V�� RIIHUHG� E\� WKH� VDPH� ILQDQFLDO� LQVWLWXWLRQ
EHORQJLQJ�WR�D�ILQDQFLDO�JURXS�RU�FRQJORPHUDWH��H�J��SURPRWLQJ�PXWXDO�IXQGV�RU�LQVXUDQFH�SURGXFWV�DW�WKH�H[SHQVH�RI�GHSRVLWV��

��� 7KH�SHULRG�FRYHUHG�GLIIHUV�DFFRUGLQJ�WR�WKH�DYDLODELOLW\�RI�GDWD�DFURVV�WKH�(8�FRXQWULHV�DW�WKH�WLPH�WKH�UHOHYDQW�FDOFXODWLRQV�ZHUH�FDUULHG
RXW��6SHFLILF�UHIHUHQFH�WR�WKH�SUHFLVH�SHULRG�FRYHUHG�LV�PDGH�LQ�7DEOH����

�� $V�YDOXHV�RI�WKH�FRUUHODWLRQ�FRHIILFLHQW�DSSURDFK�²���VWDWLVWLFDO�HYLGHQFH�PRUH�VWURQJO\�VXSSRUWV�WKH�YLHZ�WKDW�QRQ�LQWHUHVW�LQFRPH�FRXOG

FRPSHQVDWH�IRU�D�UHGXFWLRQ�LQ�QHW�LQWHUHVW�LQFRPH��+RZHYHU��VXFK�D�VWDELOLVLQJ�LQIOXHQFH�RFFXUV�ZKHQ�WKH�FRUUHODWLRQ�FRHIILFLHQW� LV�OHVV
WKDQ� ���� �L�H�� DOO� WKDW� LV� WHFKQLFDOO\� UHTXLUHG� LV� WKDW� WKH� WZR� W\SHV� RI� LQFRPH� EH� OHVV� WKDQ� SHUIHFWO\� FRUUHODWHG��
&RQVLGHULQJ� 21 yyy +=
ZKHUH� jy �LV�WKH�LQFRPH�HDUQHG�IURP�DFWLYLW\�-��- �����7KHQ��WKH�WRWDO�YDULDQFH�RI�LQFRPH�LV�
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2 22 σσρσσσσσσ ++=++=
ZKHUH�

2
jσ  �YDULDQFH�RI�LQFRPH�M� ����

12σ  �FRYDULDQFH�RI�LQFRPH���DQG��

DQG� 12ρ  �VLPSOH�FRUUHODWLRQ�EHWZHHQ�LQFRPH���DQG���

7KH�PD[LPXP�YDOXH�WKDW� 12σ �FDQ�WDNH�LV� 21σσ ��6R�LI� 12ρ �LV�OHVV�WKDQ����WKHQ�GLYHUVLILFDWLRQ�PD\�RIIHU�VFRSH�WR�PLQLPLVH�WKH
YDULDQFH�RI�LQFRPH�
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:LWK� UHJDUG� WR� WKH� HPSLULFDO� HYLGHQFH�� LW� LV� ZRUWK�PHQWLRQLQJ� WKDW� DOO� (8� FRXQWULHV�� ZLWK� WKH
H[FHSWLRQ�RI� ,UHODQG���� H[KLELWHG� D� FRUUHODWLRQ�RI� QHW� LQWHUHVW� LQFRPH�ZLWK� QRQ�LQWHUHVW� LQFRPH
PXFK� ORZHU� WKDQ� RQH�� DQG� WKDW� LQ� HLJKW� (8� FRXQWULHV� �)UDQFH�� /X[HPERXUJ�� 6SDLQ�� %HOJLXP�
*HUPDQ\��WKH�1HWKHUODQGV��$XVWULD�DQG�3RUWXJDO��D�QHJDWLYH�FRUUHODWLRQ�ZDV�UHFRUGHG��2QO\�WKH
ILUVW�WKUHH�RI�WKHVH�FRXQWULHV�UHFRUGHG�PDUNHG�QHJDWLYH�YDOXHV��ZKLFK�PLJKW�EH�D�VLJQ�RI�D�PRUH
VLJQLILFDQW�LQYHUVH�UHODWLRQVKLS�EHWZHHQ�QRQ�LQWHUHVW�DQG�LQWHUHVW�LQFRPH�

,Q�JHQHUDO�� WKH�VWDWLVWLFDO� UHVXOWV� DUH�KHWHURJHQHRXV�DQG� VHHP� WR� LQGLFDWH� DQ� LQYHUVH�FRUUHODWLRQ
EHWZHHQ� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� IRU� VHYHUDO� (8� FRXQWULHV�� DOWKRXJK� WKLV� YDULHV� LQ
VLJQLILFDQFH�IURP�EHLQJ�RI�OLPLWHG�LPSRUWDQFH�WR�UDWKHU�QRWHZRUWK\��+RZHYHU��WKH�UHVXOWV�VKRXOG
EH�LQWHUSUHWHG�ZLWK�FDXWLRQ��PDLQO\�GXH�WR�WKH�IDFW�WKDW�WKH�FRPSRVLWLRQ�RI�QRQ�LQWHUHVW�LQFRPH
GLG� QRW� UHPDLQ� VWDEOH� GXULQJ� WKLV� SHULRG��ZKLFK� FRXOG� FDXVH� IXUWKHU� GLIILFXOWLHV� LQ� DVVHVVLQJ� WKH
IXWXUH�EHKDYLRXU�RI�WKLV�VRXUFH�RI�LQFRPH�LQ�F\FOLFDO�GRZQWXUQV�

,Q� WKDW� FRQWH[W�� VRPH� SDUWV� RI� QRQ�LQWHUHVW� LQFRPH� DUH� F\FOLFDOO\� LQIOXHQFHG�� DV� LV� WKH� FDVH� IRU
LQFRPH� IURP� VHFXULWLHV��PHUJHU� DQG� DFTXLVLWLRQ� DFWLYLWLHV�� SURSULHWDU\� WUDGLQJ�� DQG� LQFRPH� IURP
SDUWLFLSDWLQJ� LQWHUHVWV��2WKHU� SDUWV� RI� QRQ�LQWHUHVW� LQFRPH� �H�J�� FXVWRGLDQ� VHUYLFHV� DQG� IHHV� RQ
SD\PHQW�VHUYLFHV��DUH�OHVV�F\FOLFDO��0RUHRYHU��FRPPHUFLDO�UHDVRQV�DQG�WKH�SULFLQJ�SROLF\�DGRSWHG
E\� EDQNV� FRXOG� FOHDUO\� LQIOXHQFH� WKH� FRUUHODWLRQ� EHWZHHQ� LQWHUHVW� LQFRPH� DQG� QRQ�LQWHUHVW
LQFRPH�� ,QGHHG�� LQ�PDQ\� FDVHV�� EDQNV� DUH� VXEVWLWXWLQJ� QRQ�LQWHUHVW� LQFRPH� IRU� LQWHUHVW� LQFRPH�
7KLV�VXEVWLWXWLRQ�FDQ�EH�GLUHFW�²�H�J��ZKHQ�WKH�SULFLQJ�RI�D�SD\PHQW�VHUYLFH�QR�ORQJHU�WDNHV�SODFH
WKURXJK�DQ�LQWHUHVW�PDUJLQ�RU�D�V\VWHP�RI�GDWH�RI�YDOXH�EXW�WKURXJK�D�IHH��RU�LQGLUHFW�²�H�J��ZKHQ
D� GHFUHDVH� LQ� KRXVHKROGV·� LQYHVWPHQWV� LQ� EDQNV·� GHSRVLWV� �VRXUFH� RI� LQWHUHVW� LQFRPH�� LV
FRXQWHUEDODQFHG� E\� WKH� FRPPHUFLDOLVDWLRQ� RI� PXWXDO� IXQGV� �VRXUFH� RI� QRQ�LQWHUHVW� LQFRPH��
6LPLODUO\�� EDQNV� PD\� GHFLGH� WR� SURYLGH� D� IHH�JHQHUDWLQJ� SURGXFW� �L�H��D� JXDUDQWHH�� LQVWHDG� RI� D
FUHGLW�IDFLOLW\�

7KH� GHYHORSPHQW� RI� QHZ� DFWLYLWLHV� LV� QRW� QHFHVVDULO\� DXWRQRPRXV�� 7KLV� GHYHORSPHQW� FDQ� EH
FRPSOHWHO\�LQGHSHQGHQW�RI�SUHYLRXV�DFWLYLWLHV��EXW�PD\�DOVR�EH�FURVV�VXEVLGLVHG�E\�FXWWLQJ�EDFN�RQ
PRUH�WUDGLWLRQDO�DFWLYLWLHV��)RU�LQVWDQFH��EDQNV�FRXOG�RIIHU�FUHGLWV�ZLWK�UD]RU�WKLQ�FRQGLWLRQV�LQ�WKH
KRSH�RI�GHYHORSLQJ�D�UHJXODU�IORZ�RI�JXDUDQWHH��IHH��EXVLQHVV�ZLWK�WKHLU�FOLHQWV�

��� 9RODWLOLW\�RI�WKH�YDULRXV�VRXUFHV�RI�LQFRPH

1RQ�LQWHUHVW�LQFRPH�FRXOG�FRQWULEXWH�WR�VWDELOLVLQJ�EDQNV·�RYHUDOO�UHVXOWV���QRW�RQO\�WKURXJK�WKHLU
LQYHUVH�FRUUHODWLRQ�ZLWK�LQWHUHVW�LQFRPH���EXW�SRVVLEO\�DOVR�DV�D�UHVXOW�RI�ORZHU�YRODWLOLW\��9RODWLOLW\
KDV�EHHQ�FDOFXODWHG��IRU�LQWHUHVW�YLV�j�YLV�QRQ�LQWHUHVW�LQFRPH��ERWK�H[SUHVVHG�DV�D�SHUFHQWDJH�RI
WKH�DYHUDJH�EDODQFH�VKHHW�WRWDO��RQ�WKH�EDVLV�RI�2(&'�ILJXUHV��,W�VKRXOG�EH�QRWHG�WKDW�GXH�WR�WKH
DYDLODELOLW\� RI� GDWD�� WKH� SHULRG� FRYHUHG� LV� QRW� WKH� VDPH� IRU� HDFK� FRXQWU\�� &URVV�FRXQWU\
FRPSDULVRQV�DUH�WKXV�QRW�YHU\�UHOHYDQW��DV�F\FOLFDO�HYROXWLRQ�JUHDWO\�LQIOXHQFHV�WKH�YRODWLOLW\�RI�WKH
YDULRXV�VRXUFHV�RI� LQFRPH��&DXWLRQ�DOVR�RXJKW� WR�EH�H[HUFLVHG�ZLWK� UHJDUG� WR� WKH� LQFLGHQFH�RI
GLIIHUHQFHV�LQ�UHSRUWLQJ�VFKHPHV��DFFRXQWLQJ�PHWKRGV��VL]HV�RI�EDQNV·�VDPSOHV��HWF��7KH�UHDOLVDWLRQ
RI�FDSLWDO�JDLQV�FRXOG�DOVR�LQIOXHQFH�WKH�YRODWLOLW\�RI�ERWK�QHW�LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH�

7DEOHV���$�WR���'�SUHVHQW�WKH�HPSLULFDO�ILQGLQJV�ZLWK�UHJDUG�WR�YRODWLOLW\�RI�LQWHUHVW�DQG�QRQ�LQWHUHVW
LQFRPH� IRU�(8�FRXQWULHV�DQG�VRPH�RI�WKH�PDMRU�WKLUG�FRXQWULHV·�EDQNV��8QLWHG�6WDWHV�� -DSDQ�DQG
6ZLW]HUODQG���,W�VKRXOG�EH�VWDWHG�WKDW�IRU�WKH�SXUSRVH�RI�WKLV�HPSLULFDO�LQYHVWLJDWLRQ��WKH�VWDWLVWLFDO
LQGLFDWRU� XVHG� WR� PHDVXUH� YRODWLOLW\� LV� WKH� FRHIILFLHQW� RI� YDULDWLRQ�� QRWDEO\� WKH� UDWLR� RI� VDPSOH

�� 2(&'�GDWD�DUH�RQO\�DYDLODEOH�IURP�,UHODQG�IRU�D�WKUHH�\HDU�SHULRG�DQG�WKH�UHVXOWV�RI�WKH�FRUUHODWLRQ�VKRXOG�QRW�EH�UHJDUGHG�DV�FRQFOXVLYH
DQG�LQWHUSUHWHG�ZLWK�FDXWLRQ�
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VWDQGDUG� GHYLDWLRQ� WR� VDPSOH� PHDQ�� PXOWLSOLHG� E\� ����� 7KH� FRHIILFLHQW� RI� YDULDWLRQ� KDV� EHHQ
FRQVLGHUHG� WR� EH� DQ� DSSURSULDWH� VWDWLVWLFDO� LQGLFDWRU� IRU� PHDVXULQJ� UHODWLYH� YDULDELOLW\� DFURVV
VDPSOHV�RU�JURXSV�RI�GDWD��H�J��DFURVV�FRXQWULHV���VLQFH�LW�LV�QRW�LQIOXHQFHG�E\�WKH�SUREOHP�RI�WKH
VFDOLQJ�RI�GDWD����7KH�GDWD�XVHG�ZHUH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�DYHUDJH�EDODQFH�VKHHW� LQ
RUGHU� WR� OLPLW� WKH� LPSDFW� RI� WKH� WUHQG� JURZWK� LQ� QRPLQDO� YDOXH�� 7KH� YRODWLOLW\� RI� QRQ�LQWHUHVW
LQFRPH�ZDV�DOVR�FRPSDUHG�ZLWK� WKH�YRODWLOLW\�RI�QHW� LQWHUHVW� LQFRPH�PLQXV�SURYLVLRQV�RQ� ORDQV
DQG�QHW�LQWHUHVW�LQFRPH�PLQXV�WRWDO�SURYLVLRQV�

7KH� UHVXOWV� DUH� KHWHURJHQHRXV� IRU� WKH� YDULRXV� FRXQWULHV� LQFOXGHG� LQ� WKH� VDPSOH�� )RU� WKH� (8
FRXQWULHV��QHW�LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH�LQ�HLJKW�FRXQWULHV��%HOJLXP��)LQODQG�
*UHHFH��,UHODQG��WKH�1HWKHUODQGV��3RUWXJDO��6SDLQ�DQG�WKH�8QLWHG�.LQJGRP���ZKHUHDV�QRQ�LQWHUHVW
LQFRPH�ZDV� D�PRUH� YRODWLOH� VRXUFH� RI� LQFRPH� IRU� VHYHQ� FRXQWULHV� �$XVWULD�� 'HQPDUN�� )UDQFH�
*HUPDQ\��,WDO\��/X[HPERXUJ�DQG�6ZHGHQ���)RU�WKH�(8�DQG�WKH�HXUR�DUHD��ZHLJKWHG�DYHUDJH��QRQ�
LQWHUHVW�LQFRPH�ZDV�IRXQG�WR�EH�PRUH�YRODWLOH�WKDQ�QHW�LQWHUHVW�LQFRPH�������YLV�j�YLV������IRU
WKH� (8� DQG� ��� �� FRPSDUHG� ZLWK� ��� �� IRU� WKH� HXUR� DUHD��� +RZHYHU�� DIWHU� ´FRUUHFWLRQµ� IRU
SURYLVLRQV��QHW�LQWHUHVW�LQFRPH�EHFRPHV�PRUH�YRODWLOH�WKDQ�QRQ�LQWHUHVW�LQFRPH�IRU�PRVW�RI�WKH
(8� FRXQWULHV�� $OWKRXJK� GXH� FDXWLRQ� VKRXOG� EH� H[HUFLVHG� LQ� GUDZLQJ� FRQFOXVLRQV� JLYHQ� WKDW
GLIIHUHQFHV�H[LVW�DFURVV�WKH�(8�FRXQWULHV�ZLWK�UHJDUG�WR�WKH� OHYHO� DQG�WLPLQJ�RI�SURYLVLRQLQJ�RQ
QRQ�SHUIRUPLQJ� ORDQV��WKLV�FRXOG� LPSO\� WKDW�EDQNV�PRYLQJ� LQWR�QRQ�LQWHUHVW� LQFRPH�DFWLYLWLHV�GR
QRW�QHFHVVDULO\�PRYH�LQWR�PRUH�YRODWLOH�W\SHV�RI�EXVLQHVVHV�

9RODWLOLW\�RI�WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH

$V� HYLGHQFHG� DERYH�� QRQ�LQWHUHVW� LQFRPH� VRXUFHV� DUH� TXLWH� KHWHURJHQHRXV� DQG� WKH� RYHUDOO
YRODWLOLW\�RI�WKLV�VRXUFH�RI�LQFRPH�FRXOG�HDVLO\�FRQFHDO�TXLWH�GLYHUJHQW�SURILOHV�IRU�WKH�YDULRXV�VXE�
FRPSRQHQWV��9RODWLOLW\�KDV�EHHQ�FDOFXODWHG� IRU�WKH�PDLQ�FRPSRQHQWV�RI�QRQ�LQWHUHVW� LQFRPH��$V
WKH�WLPH�VHULHV�LV�TXLWH�VKRUW��FRYHULQJ�RQO\�D�VL[�\HDU�SHULRG������������LW�VKRXOG�EH�YLHZHG�ZLWK
FDXWLRQ����1HYHUWKHOHVV�� WKHUH� LV� D� FOHDU� LQGLFDWLRQ� RI� VWURQJ� GLIIHUHQFHV� LQ� WKH� YRODWLOLW\� RI� WKH
YDULRXV�FDWHJRULHV�RI�QRQ�LQWHUHVW�LQFRPH�

7KH�FRHIILFLHQW�RI�YDULDWLRQ�ZDV�DOVR�XVHG�DV�D�VWDWLVWLFDO� LQGLFDWRU� IRU�PHDVXULQJ�WKH�YRODWLOLW\�RI
WKH� PDLQ� FRPSRQHQWV� RI� QRQ�LQWHUHVW� LQFRPH� �7DEOH� ����� +RZHYHU�� D� GLIIHUHQW� DSSURDFK� ZDV
IROORZHG����ZKHUHE\�WKH�FRHIILFLHQW�RI�YDULDWLRQ�ZDV�FDOFXODWHG�RQ�WKH�EDVLV�RI�WKH�QDWLRQDO�GDWD�IRU
QRQ�LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV��ZKLFK�ZHUH�FRQYHUWHG�LQWR�(&8��7KH�VKRUW�SHULRG�IRU
ZKLFK�GDWD�ZHUH� DYDLODEOH� DQG� LQ�ZKLFK� ORZ� OHYHOV�RI� LQIODWLRQ�SUHYDLOHG� DFURVV�PRVW� RI� WKH� (8
FRXQWULHV� DOORZV� IRU� WKH� FRQYHUVLRQ� RI� QDWLRQDO� GDWD� LQWR� (&8� DQG� WKH� FDOFXODWLRQ� RI� WKH� (8
DYHUDJH��7KH�XVH�RI�YDOXHV�LQVWHDG�RI�UDWLRV�PD\�KDYH�WKH�DGYDQWDJH�WKDW�WKH�UHVXOW�LV�QRW�DIIHFWHG
E\� WKH� FKDQJHV� LQ� WKH� GHQRPLQDWRU�� 3URILW� RQ� ILQDQFLDO� RSHUDWLRQV� �FDSLWDO� JDLQV��� FRQVLVWLQJ� RI
SURSULHWDU\�WUDGLQJ�LQ�VHFXULWLHV�DQG�SURSULHWDU\�WUDGLQJ�LQ�IRUHLJQ�H[FKDQJH�DQG�LQ�GHULYDWLYHV�� LV
WKH� PRVW� YRODWLOH� SDUW� RI� QRQ�LQWHUHVW� LQFRPH�� VKRZLQJ� D� VWURQJ� VHQVLWLYLW\� WR� FKDQJHV� LQ� WKH
HFRQRPLF� RU� PDUNHW� HQYLURQPHQW�� 7KH� DYHUDJH� YRODWLOLW\� �XQZHLJKWHG� ILJXUH�� IRU� WKH� ��� (8
FRXQWULHV�IRU�ZKLFK�GDWD�DUH�DYDLODEOH�UHFRUGHG�VLJQLILFDQWO\�KLJKHU�OHYHOV�WKDQ�WKH�RYHUDOO�DYHUDJH
OHYHO�RI�YRODWLOLW\�IRU�QRQ�LQWHUHVW�LQFRPH�������FRPSDUHG�ZLWK�������VHH�7DEOH������,W�VKRXOG�EH

�� 7R� LOOXVWUDWH�� LI� IRU� FRXQWU\� $� DQG� FRXQWU\� %� WKH� VWDQGDUG� GHYLDWLRQV� �V�G��� DUH� FDOFXODWHG� DV� �� DQG� ��� UHVSHFWLYHO\�� WKHQ� VLPSO\� E\
FRPSDULQJ�WKH�V�G�V�DQG�WDNLQJ�LQWR�DFFRXQW�WKH�VFDOLQJ�LPSDFW�ZH�PD\�FRQFOXGH�WKDW�%�LV�PRUH�YRODWLOH��7KLV�LV�QRW�WUXH�LI��IRU�H[DPSOH�
WKH�PHDQV�DUH����DQG�����UHVSHFWLYHO\��LQ�ZKLFK�FDVH�WKH\�ERWK�KDYH�WKH�VDPH�YRODWLOLW\�RU�YDULDELOLW\�DURXQG�WKHLU�PHDQ��7KH�FRHIILFLHQW
RI�YDULDWLRQ��L�H��V�G��GLYLGHG�E\�WKH�PHDQ��SURYLGHV�WKH�ULJKW�YRODWLOLW\�PHDVXUHPHQW�FRUUHFWHG�IRU�WKH�GLIIHUHQFH�LQ�WKH�VFDOLQJ�RI�GDWD�

��� 7KLV�ZDV�WKH�ORQJHVW�SHULRG�IRU�ZKLFK�GHWDLOHG�GDWD�RQ�WKH�FRPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH�FRXOG�EH�SURYLGHG��+RZHYHU��DOWHUQDWLYH
GDWD�VRXUFHV� �H�J��2(&'�GDWD��SURYLGH�DQ�DQDO\WLFDO�EUHDNGRZQ�RI� WKH�PDLQ� FRPSRQHQWV�RI�QRQ�LQWHUHVW� LQFRPH� IRU�DQ�HYHQ� VKRUWHU
SHULRG�IRU�PRVW�RI�WKH�(8�FRXQWULHV�

��� ,Q� DVVHVVLQJ� WKH� YRODWLOLW\� RI� WKH� FRPSRQHQWV� RI� WKH� QRQ�LQWHUHVW� LQFRPH�� WKH� FRHIILFLHQW� RI� YDULDWLRQ�ZDV� FDOFXODWHG� RQ� WKH� EDVLV� RI
QDWLRQDO�ILJXUHV�FRQYHUWHG�LQWR�(&8��ZKHUHDV�LQ�DVVHVVLQJ�WKH�YRODWLOLW\�RI�QRQ�LQWHUHVW�YLV�j�YLV�LQWHUHVW�LQFRPH�WKH�FRHIILFLHQW�RI�YDULDWLRQ
ZDV� FDOFXODWHG� RQ� WKH�EDVLV� RI� UHOHYDQW� UDWLRV� �QDPHO\�� QRQ�LQWHUHVW� LQFRPH�DQG� LQWHUHVW� LQFRPH� ERWK� H[SUHVVHG� DV� D� SHUFHQWDJH�RI
DYHUDJH�WRWDO�EDODQFH�VKHHW��
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QRWHG��KRZHYHU��WKDW�WKLV�ILJXUH�LV� ODUJHO\�LQIOXHQFHG�E\�WKH�YRODWLOLW\�UHFRUGHG�LQ�VRPH�FRXQWULHV
�QRWDEO\�LQ�'HQPDUN��DV�D�UHVXOW�RI�WKH�DFFRXQWLQJ�PHWKRG�XVHG�LQ�WKDW�FRXQWU\�WR�HYDOXDWH�EDQNV·
SRUWIROLRV�RI�VHFXULWLHV�

�%R[��
'LIIHUHQFHV� LQ� DFFRXQWLQJ� SULQFLSOHV� DQG� WKHLU� LPSOLFDWLRQV� IRU� QRQ�LQWHUHVW� LQFRPH� DQG� EDQNV·
SURILWDELOLW\�²�WKH�FDVH�RI�WKH�'DQLVK�EDQNLQJ�V\VWHP
$FFRUGLQJ�WR�WKH�'DQLVK�DFFRXQWLQJ�V\VWHP��WKH�JUHDWHU�SDUW�RI�EDQNV·�VHFXULWLHV�DQG�GHULYDWLYHV
SRUWIROLRV� DUH� PDUNHG�WR�PDUNHW� LQ� WKH� EDQNV·� DFFRXQWV� DQG� WKLV� KDV� DQ� LPSRUWDQW� VKRUW�WHUP
LPSDFW�RQ�WKH�LQFRPH�DQG�ILQDQFLDO�UHVXOWV��,Q�WKDW�FRQWH[W��'DQLVK�EDQNV�UHFRUGHG�KLJK�QHW�FDSLWDO
JDLQV���LQ������ZKLFK�ZHUH�����WLPHV�KLJKHU�WKDQ�WRWDO�QHW�GLYLGHQG�DQG�IHH�LQFRPH�IRU�WKDW�\HDU�
ZKLOH�LQ�WKH�IROORZLQJ�\HDU�D�QHW�FDSLWDO�ORVV�ZDV�UHFRUGHG�ZKLFK��LQ�WHUPV�RI�UHODWLYH�LPSRUWDQFH�
DPRXQWHG�WR������RI�WRWDO�GLYLGHQG�DQG�IHH�LQFRPH�LQ�������,Q������DQG������WKH�FDSLWDO�JDLQV�RI
'DQLVK� EDQNV� IROORZLQJ� WKH� PDUNHG�WR�PDUNHW� DSSURDFK� IRU� WKHLU� VHFXULWLHV·� SRUWIROLRV� ZHUH
SRVLWLYH�� HVWLPDWHG� DW� ��� �� DQG� ��� �� DV� D� SHUFHQWDJH� RI� GLYLGHQGV� DQG� IHH� LQFRPH� IRU� WKH
UHVSHFWLYH�\HDUV�
&RQYHUVHO\��PRVW�RI�WKH�(8�DFFRXQWLQJ�V\VWHPV�DUH�EDVHG�RQ�WKH�/2&20���SULQFLSOH��DQG�WKH�XVH
RI� WKLV�PHWKRG� FRXOG� FDXVH� SRWHQWLDO� KLGGHQ� UHVHUYHV�ZKHQ� HYDOXDWLQJ� WKH� VHFXULWLHV� SRUWIROLRV
�H�J�� DW� WKH� \HDU�HQG��� 0RUHRYHU�� LW� FRXOG� DOVR� FDXVH� DQ� DEUXSW� LQFUHDVH� LQ� WKH� QHW� SURILW� RQ
WUDQVDFWLRQV�LQ�VHFXULWLHV�ZKHQ�WKHVH�FDSLWDO�JDLQV�DUH�UHDOLVHG���

$FFRXQWLQJ�GLIIHUHQFHV�DQG�WHFKQLTXHV�VXFK�DV�WKHVH�FRXOG�EH�DFFRXQWDEOH�IRU�DW�OHDVW�SDUW�RI�WKH
GLIIHUHQFHV�REVHUYHG�LQ�WKH�HPSLULFDO�DQDO\VLV�

,QFRPH�IURP�VHFXULWLHV�DOVR�DSSHDUV�WR�EH�D�YRODWLOH�SDUW�RI�QRQ�LQWHUHVW�LQFRPH��7KH�UHODWLYHO\
KLJK� YRODWLOLW\� ���� �� IRU� WKH� ��� (8� FRXQWULHV� LQ� WKH� REVHUYDWLRQ� SHULRG�� VHH� 7DEOH� ���� KDV�
DSSDUHQWO\�� EHHQ� DIIHFWHG� E\� WKH� IDYRXUDEOH� HFRQRPLF� FRQGLWLRQV� SUHYDLOLQJ� RYHU� UHFHQW� \HDUV�
+RZHYHU��WKH�SDUW�RI�WKLV�LQFRPH�VRXUFH�VWHPPLQJ�IURP�WKHLU�VXEVLGLDULHV��RU�IURP�SDUWLFLSDWLQJ
LQWHUHVWV� KHOG� LQ� ILQDQFLDO� LQVWLWXWLRQV�� FRQGXFWLQJ� IHH� LQFRPH� EXVLQHVV� LV� H[SHFWHG� WR� VKRZ� D
SDWWHUQ�VLPLODU�WR�WKDW�RI�IHHV�DQG�FRPPLVVLRQV�

)HHV� DQG� FRPPLVVLRQV� DUH� WKH� PRVW� VWDEOH� FRPSRQHQW� RI� QRQ�LQWHUHVW� LQFRPH�� 7KHUHIRUH�
IXUWKHU�GHYHORSPHQW�RI�WKLV�VRXUFH�RI�UHYHQXH��ZKLFK�DOUHDG\�FRQVWLWXWHV�WKH�ODUJHVW�SDUW�RI�QRQ�
LQWHUHVW�LQFRPH��FRXOG�FRQWULEXWH�WR�D�IXUWKHU�UHGXFWLRQ�LQ�WKH�JOREDO�YRODWLOLW\�RI�EDQNV·�LQFRPH�
+RZHYHU��WKRVH�IHHV�DQG�FRPPLVVLRQV�DUH�WKHPVHOYHV�TXLWH�KHWHURJHQHRXV�

,Q�JHQHUDO�WHUPV��IHHV�DQG�FRPPLVVLRQV�FRXOG�EH�GLYLGHG�LQWR�
� WKRVH� DFWLYLWLHV�ZKLFK� DUH� OHDVW� DIIHFWHG� E\�PDUNHW� DQG� F\FOLFDO� HYROXWLRQ�� 7KRVH� DFWLYLWLHV

LQFOXGH�SD\PHQW� WUDQVDFWLRQV�� VDIH� FXVWRG\�DQG�DFFRXQW�DGPLQLVWUDWLRQ�� DQG�FRUUHVSRQGHQW
EDQNLQJ�

� WKRVH�DFWLYLWLHV�ZKLFK�DUH��PRUH�RU�OHVV��FORVHO\�OLQNHG�ZLWK�PDUNHW�RU�F\FOLFDO�HYROXWLRQ��7KLV
FDWHJRU\�LQFOXGHV�XQGHUZULWLQJ�DFWLYLWLHV��EURNHUDJH�IHHV��WUHDVXU\�PDQDJHPHQW��WUDQVDFWLRQV
RQ� GHULYDWLYHV� DQG� FUHGLW� FDUG� EXVLQHVV�� $OVR� LQ� WKLV� FDWHJRU\� DUH� PHUJHU� DQG� DFTXLVLWLRQ
DFWLYLWLHV��ZKLFK�DUH�FRQQHFWHG�ZLWK�WKH�HYROXWLRQ�RI�WKH�ILQDQFLDO�F\FOH�

0RUHRYHU��WKH�SDUW�RI�WKH�QRQ�LQWHUHVW�LQFRPH�VWHPPLQJ�IURP�LQVWLWXWLRQDO�LQYHVWRUV�EHORQJLQJ�WR
WKH�VDPH�EDQNLQJ�JURXS�FRXOG�EH�TXLWH�VWDEOH�DQG��WR�WKH�H[WHQW� WKDW� WKHVH� ILQDQFLDO� JURXSV�FDQ

�� (VWLPDWHG�WR�EH�'..�����ELOOLRQ�
�� /RZHU�RI�FRVW�RU�PDUNHW�
�� ,Q�WKLV�UHVSHFW��FURVV�VHOOLQJ�RI�VHFXULWLHV�SRUWIROLRV�FRXOG�FUHDWHG�XQUHDOLVHG�JDLQV�FRXQWHUEDODQFLQJ�RWKHU�QHJDWLYH�UHVXOWV�
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RIIHU�WR�WKHLU�FOLHQWV�LQYHVWPHQW�DQG�SHQVLRQ�IXQGV�DV�DOWHUQDWLYHV�WR�WUDGLWLRQDO�GHSRVLWV��LV�UDWKHU
VLPLODU�WR�LQWHUHVW�LQFRPH�

� %DQNLQJ�ULVNV�DQG�VXSHUYLVRU\�LVVXHV

��� 1RQ�LQWHUHVW�LQFRPH

7KH�LQFUHDVHG�LQFLGHQFH�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW�LQFRPH�KDV�LPSOLFDWLRQV�IRU�WKH�ULVN
SURILOH�RI�EDQNV��$V�VKRZQ�LQ�&KDSWHU���DERYH��WKH�RYHUDOO�YRODWLOLW\�RI�WKLV�VRXUFH�RI�LQFRPH�GRHV
QRW�VHHP�WR�GLIIHU�VLJQLILFDQWO\� IURP�WKDW�RI� LQWHUHVW� LQFRPH�� ,QGHHG�� VRPH�FRPSRQHQWV�RI�QRQ�
LQWHUHVW� LQFRPH�� VXFK� DV� SURILWV� RQ� ILQDQFLDO� RSHUDWLRQV� �FDSLWDO� JDLQV�� KDYH�� LQ� IDFW�� D� YHU\� KLJK
YRODWLOLW\��,Q�DGGLWLRQ��WKH�QHJDWLYH�FRUUHODWLRQ�EHWZHHQ�LQWHUHVW�DQG�QRQ�LQWHUHVW�LQFRPH�LV�UDWKHU
ZHDN� DQG� FRXOG� UHVXOW� SDUWLDOO\� IURP� WKH� FRPPHUFLDO� DQG� SULFLQJ� SROLFLHV� DGRSWHG� E\� EDQNV�� ,Q
UHFHQW� \HDUV� WKH�GHYHORSPHQW�RI� QRQ�LQWHUHVW� LQFRPH� DFWLYLWLHV� KDV� HQDEOHG� EDQNV� WR� VDIHJXDUG
WKHLU� RYHUDOO� SURILWDELOLW\� LQ� DQ� HQYLURQPHQW� FKDUDFWHULVHG� E\� SUHVVXUHV� RQ� LQWHUHVW� PDUJLQV�
+RZHYHU��FRPSHWLWLRQ�LV�OLNHO\�WR�LQFUHDVH�DQG�WKH�H[WHQVLRQ�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW
LQFRPH�RIWHQ�LPSOLHV�VLJQLILFDQW�FRVWV�

7KH� VKLIW� IURP� LQWHUHVW� LQFRPH� WR� QRQ�LQWHUHVW� LQFRPH� GRHV� QRW� DOORZ� EDQNV� WR� DYRLG� ULVNV
DVVRFLDWHG� ZLWK� WUDGLWLRQDO� DFWLYLWLHV�� HYHQ� LI� WKH� PL[� RU� EDODQFH� RI� WKH� YDULRXV� ULVNV� FRXOG� EH
PRGLILHG��7R�WKH�H[WHQW�WKDW�WKH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�LV�DFFRPSDQLHG�E\�D�UHODWLYH
UHGXFWLRQ� LQ� WKH� FODVVLFDO� LQWHUPHGLDWLRQ� DFWLYLW\� RI� EDQNV�� LW� VKRXOG� KHOS� WR� UHGXFH� FUHGLW� ULVNV
LQFXUUHG�E\� EDQNV��+RZHYHU�� JUHDWHU� UHOLDQFH�RI� WKH� EHVW� ERUURZHUV�RQ� WKH� VHFXULWLHV�PDUNHWV
PD\�LQFUHDVH�WKH�FRQFHQWUDWLRQ�RI�ERUURZHUV�FODVVLILHG�DV�EHDULQJ�D�KLJKHU�OHYHO�RI�ULVN�RQ�EDQNV·
EDODQFH�VKHHWV�

,Q� WKLV� UHVSHFW�� QHZ� WHFKQLTXHV�� VXFK� DV� FUHGLW� GHULYDWLYHV� RU� VHFXULWLVDWLRQ�� HQDEOH� EDQNV� WR
SURYLGH� DGYLVRU\� DQG� DVVHW� PDQDJHPHQW� VHUYLFHV� ZKLOH� WUDQVIHUULQJ� WKH� FUHGLW� ULVNV� WR� RWKHU
PDUNHW�SDUWLFLSDQWV��+RZHYHU��WKLV�SURFHVV�FDQ�KDYH�ERWK�DGYDQWDJHV�DQG�GLVDGYDQWDJHV�DV�EDQNV
FDQ�DOVR�EX\�FUHGLW�ULVNV�YLD�FUHGLW�GHULYDWLYHV��,Q�DGGLWLRQ��VRPH�QRQ�LQWHUHVW�JHQHUDWLQJ�SURGXFWV
KDYH�WKH�RSSRVLWH�HIIHFW�DV�WKH\�DUH�XVHG�E\�EDQNV�WR�DVVXPH�FUHGLW�ULVNV�ZLWKRXW�VXSSO\LQJ�DQ\
ILQDQFLQJ��WKLV�LV�WKH�FDVH��IRU�H[DPSOH��IRU�WKH�SURYLVLRQ�RI�JXDUDQWHHV���7KURXJK�WKH�XVH�RI�FUHGLW
GHULYDWLYHV�� EDQNV� FRXOG� DOVR� DFKLHYH� D� EHWWHU� VHFWRUDO� RU� JHRJUDSKLFDO� DVVHWV� EDODQFH�� WKXV
PLWLJDWLQJ�WKH�ULVNV�DVVRFLDWHG�ZLWK�D�SRVVLEOH�FRQFHQWUDWLRQ�RQ�WKHLU�FUHGLW�DFWLYLW\��+RZHYHU��WKLV
DSSURDFK�UHOLHV�RQ�PDUNHWV�WKH�OLTXLGLW\�RI�ZKLFK�FRXOG�TXLFNO\�GU\�XS�DQG�GRHV�QRW�HQDEOH�EDQNV
WR�DYRLG�WKH�SUREOHP�RI�FRUUHFWO\�SULFLQJ�WKHLU�FUHGLW�ULVNV�

7KH�GHYHORSPHQW�RI�QRQ�LQWHUHVW�LQFRPH�FRXOG�OHDG�EDQNV�WR�EHDU�DGGLWLRQDO�PDUNHW�ULVNV�� ,I� WKLV
FRXOG� PLWLJDWH� WKH� VHQVLWLYLW\� RI� EDQNV� WR� WKH� FUHGLW� F\FOHV� OLQNHG� WR� GRZQWXUQV� LQ� HFRQRPLF
DFWLYLWLHV�� LW� FRXOG�� DW� WKH� VDPH� WLPH�� UHLQIRUFH� WKHLU� VHQVLWLYLW\� WR� PDUNHW� F\FOHV� UHODWHG� WR
IOXFWXDWLRQV� LQ� LQWHUHVW�UDWHV�� VWRFN�H[FKDQJHV�RU� IRUHLJQ�H[FKDQJH�PDUNHWV�� ,Q�FRPSDULVRQ�ZLWK
WKRVH� FUHGLW� DFWLYLWLHV� ZKLFK� DUH� PRVWO\� GHSHQGHQW� RQ� RQJRLQJ� UHODWLRQV�� PDUNHW� DFWLYLWLHV� DUH
PRUH�IUHTXHQWO\�OLQNHG�WR�LQGLYLGXDO�GHDOV��7KHVH�DFWLYLWLHV�GR�QRW�XVXDOO\�SURYLGH�EDQNV�ZLWK�WKH
VDPH�RSSRUWXQLW\�DV�D�FUHGLW�UHODWLRQ�WR�GHYHORS�D�WKRURXJK�NQRZOHGJH�RI�WKHLU�FOLHQWV�

7KH� H[SDQVLRQ� RI� DFWLYLWLHV� JHQHUDWLQJ� QRQ�LQWHUHVW� LQFRPH� KDV� DOVR� OHG� WR� DQ� LQFUHDVH� LQ� WKH
LPSRUWDQFH�RI�RWKHU�FDWHJRULHV�RI�ULVNV��LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV�

2SHUDWLRQDO� ULVNV�KDYH�VHYHUDO� IDFHWV��7R�GHYHORS�FRPSOH[�QHZ�SURGXFWV��EDQNV�QHHG�WR�XSJUDGH
WKH� OHYHO� RI� VNLOOV� RI� WKHLU� HPSOR\HHV�� 7KH\� DOVR� KDYH� WR� RUJDQLVH� JRRG� IROORZ�XS� RI� WKHLU� QHZ
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DFWLYLWLHV�� ZKLFK� QHFHVVLWDWHV� DQ� DGHTXDWH� LQWHUQDO� FRQWURO� PHFKDQLVP�� 7KLV� LV� SDUWLFXODUO\
LPSRUWDQW�ZKHQ�EDQNV�GLYHUVLI\�WKHLU�UDQJH�RI�VHUYLFHV�DQG�HQWHU�QHZ�JHRJUDSKLFDO�DUHDV��VXFK�DV
HPHUJLQJ�PDUNHWV��ZKLFK�SUHVHQW�SROLWLFDO�DQG�FRXQWU\�ULVNV��)LQDQFLDO�JURXSV�DQG�FRQJORPHUDWHV
FRXOG� DOVR� IDFH� D� KLJKHU� OHYHO� RI� RSHUDWLRQDO� ULVNV� UHVXOWLQJ� IURP� WKH� FRPSOH[LW\� RI� WKHLU
RUJDQLVDWLRQDO�VWUXFWXUH��7KH�ULVN�RI� LQWHUQDO�FRPSHWLWLRQ�ZLWKLQ� WKH�JURXS�RU� WKH�FRQJORPHUDWH
FDQQRW�EH�UXOHG�RXW��WRJHWKHU�ZLWK�D�ULVN�RI�´FXOWXUDO�PLVPDWFKµ�ZLWKLQ�WKH�JURXS�

$�VSHFLILF�IRUP�RI�RSHUDWLRQDO�ULVN�LV�OLQNHG�WR�WKH�GLIILFXOW\�WKDW�VRPH�EDQNV�PD\�IDFH�LQ�FRUUHFWO\
PHDVXULQJ� WKH�FRVW�RI�TXLWH� FRPSOH[�SURGXFWV��$Q� DFFXUDWH� HYDOXDWLRQ�RI� WKH� FRVW�RI� LQGLYLGXDO
SURGXFWV�ZLOO� EHFRPH�PRUH� QHFHVVDU\� DQG� FURVV�VXEVLGLVDWLRQ�ZLOO� EHFRPH� LQFUHDVLQJO\� KDUG� WR
PDLQWDLQ� LQ� WKH� IXWXUH��$JDLQVW� WKLV�EDFNJURXQG�� WKRVH�EDQNV� WKDW� DUH�QRW�ZHOO�SUHSDUHG� IRU� WKH
WDVN� RI� HYDOXDWLQJ� FRVWV� YLD� DSSURSULDWH� FRVW� DFFRXQWLQJ� V\VWHPV� DQG� FRUUHFWO\� SULFLQJ� WKHLU
SURGXFWV�PD\�IDFH�LQFUHDVHG�RSHUDWLRQDO�ULVNV�

5HSXWDWLRQ� ULVN� DOVR� WDNHV�GLIIHUHQW� IRUPV�� ,Q� WKH� HYHQW�RI� LOO�DGYLVHG�SURSRVDOV�� EDQNV� FRXOG� IDFH
OHJDO� GLVSXWHV� DQG� EH� KHOG� OLDEOH��PRUH� VSHFLILFDOO\� EXW� QRW� H[FOXVLYHO\� YLV�j�YLV� QRQ�SURIHVVLRQDO
FOLHQWV��7HFKQLFDO�HUURUV�RU�RSHUDWLRQDO�PLVWDNHV�DUH�DQRWKHU�VRXUFH�RI�SRWHQWLDO� OLDELOLWLHV��(YHQ
ZKHQ� WKH\� DUH� QRW� FRQVLGHUHG� OHJDOO\� UHVSRQVLEOH�� EDQNV� FRXOG� H[SHULHQFH� D� VHQVH� RI� PRUDO
REOLJDWLRQ�WR�RIIVHW�SDUW�RI�WKH� ORVVHV� LQFXUUHG�E\�WKHLU�FOLHQWV�� LI�RQO\�WR�DYRLG�DGYHUVH�SXEOLFLW\
DQG� WR� SUHVHUYH� WKHLU� UHSXWDWLRQ�� 7KH� UHTXLUHPHQW� WR� PDLQWDLQ� DQ� LPDJH� RI� FRPSHWHQFH�
SURIHVVLRQDOLVP�DQG� IDLUQHVV� LV� DOO� WKH�PRUH�FUXFLDO� LQ� WKDW�QRQ�LQWHUHVW�UHODWHG�DFWLYLWLHV�UHO\�RQ
WKH�DELOLW\�RI�EDQNV� WR� JHQHUDWH�QHZ�GHDOV� DOO� WKH� WLPH��5HSXWDWLRQ� ULVNV�PD\� DOVR� LQFUHDVH� DV� D
UHVXOW� RI� WKH� GHYHORSPHQW� RI� FRQWUDFW� EDQNLQJ�� 7KLV� ODVW� IRUP� RI� RUJDQLVDWLRQ�� LPSO\LQJ� FR�
RSHUDWLRQ� DJUHHPHQWV� DQG� DOOLDQFHV�ZLWK� WKLUG� SDUWLHV�� EDQNV� DQG� QRQ�EDQNV�� DOVR� LQFUHDVHV� WKH
ULVNV�RI�OHJDO�GLVSXWHV��OHJDO�ULVNV��

)LQDOO\�� LQ�RUGHU�WR�UHDFW�WR�WKH�FKDQJLQJ�QDWXUH�RI�EDQNLQJ�DQG�ILQDQFLDO�VHUYLFHV� LQ�DQ�DGHTXDWH
ZD\��EDQNV�KDYH�WR�WDNH�VWUDWHJLF�ULVNV��,Q�SDUWLFXODU��WKH\�KDYH�WR�UHGHILQH�WKHLU�REMHFWLYHV�LQ�RUGHU
WR� VDIHJXDUG� D� VXVWDLQDEOH� OHYHO� RI� SURILWDELOLW\� LQ� WKH� IXWXUH�� )RU� VRPH� EDQNV�� WKLV� ZLOO� LPSO\� D
JUHDWHU� VSHFLDOLVDWLRQ��EDVHG�RQ�D� FRUUHFW� DVVHVVPHQW�RI� WKHLU� VSHFLILF� VWUHQJWK��ZLWK� WKH� ULVN�RI
PDNLQJ� ZURQJ� FKRLFHV� RU� DGRSWLQJ� KHUGLQJ� EHKDYLRXU�� ,QGHHG�� DV� VRPH� SURGXFWV� �H�J�� SULYDWH
EDQNLQJ�DQG�DVVHW�PDQDJHPHQW��VHHP�WR�EH�D�SURPLVLQJ�DUHD� IRU� IXWXUH�SURILWV�� WRR�PDQ\�EDQNV
FRXOG�EH� WHPSWHG� WR� IRFXV�RQ� WKH� VDPH�QRQ�LQWHUHVW� LQFRPH� UHODWHG� DFWLYLWLHV��0DQ\�EDQNV� DUH
DOVR�GLYHUVLI\LQJ�WKHLU�DFWLYLWLHV�WKURXJK�PHUJHUV�RU�DFTXLVLWLRQV��QRW�RQO\�LQ�EDQNLQJ�EXW�DOVR�LQ�WKH
LQVXUDQFH�RU�LQYHVWPHQW�VHUYLFHV�VHFWRUV��LQ�RUGHU�WR�PDQDJH�WKHVH�PRUH�FRPSOH[�VWUXFWXUHV��LW�LV
QHFHVVDU\� WR� HVWDEOLVK� D� SHDFHIXO� FR�H[LVWHQFH� EHWZHHQ� VRPHWLPHV� TXLWH� GLIIHUHQW� EXVLQHVV
FXOWXUHV��,Q�PDQ\�FDVHV��EDQNV�ZLOO�DOVR�KDYH�WR�IRUP�VWUDWHJLF�DOOLDQFHV��RXWVRXUFLQJ�SDUW�RI�WKHLU
DFWLYLWLHV�� EDQNV� DGRSWLQJ� WKLV� DSSURDFK�ZLOO� KDYH�� DW� WKH� VDPH� WLPH�� WR� NHHS� WKH� VSHFLILF� YDOXH
DGGHG� DQG� WR� PDLQWDLQ� DGHTXDWH� FRQWURO� DQG� D� UHODWLRQVKLS� DW� DUP·V� OHQJWK� ZLWK� WKHLU� VHUYLFH
SURYLGHUV�

��� 1RQ�LQWHUHVW�LQFRPH�FRPSRQHQWV

1RQ�LQWHUHVW� LQFRPH� FRPSRQHQWV� SUHVHQW� JUHDW� GLYHUVLW\� SDUWLFXODUO\� ZLWK� UHJDUG� WR� WKHLU
YRODWLOLW\� DQG�� WKHUHIRUH�� WKH\�FDQ�DIIHFW� WKH� ULVN�SURILOH�RI�EDQNV� LQ�GLIIHUHQW�ZD\V��$�TXDOLWDWLYH
DVVHVVPHQW�RI�WKLV�DVSHFW�LV�LQFOXGHG�LQ�WKH�WDEOH�SURYLGHG�LQ�$QQH[����EDVHG�RQ�WKH�FRQWULEXWLRQ
RI�QDWLRQDO�VXSHUYLVRUV��7KH�ILJXUHV�LQ�WKH�WDEOH�VKRXOG�EH�FRQVLGHUHG�DV�LQGLFDWLYH�DQG�DUH�E\�QR
PHDQV�D�VFLHQWLILF�PHDVXUH�

7KH� LQFRPH� GHULYLQJ� IURP� SURSULHWDU\� WUDGLQJ� DFWLYLW\� �FDSLWDO� JDLQV� RQ� ILQDQFLDO� RSHUDWLRQV�
SUHVHQWV�WKH�KLJKHVW�YRODWLOLW\��%DQNV�XQGHUWDNLQJ�WKLV�DFWLYLW\�IDFH��LQ�DGGLWLRQ�WR�PDUNHW�DQG�FUHGLW
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ULVNV��RUJDQLVDWLRQDO� ULVNV� DVVRFLDWHG�ZLWK� WKH� VHWWLQJ�XS�DQG�PDQDJHPHQW�RI� SURSULHWDU\� WUDGLQJ
GHVNV�IRU�FRPSOH[�SURGXFWV�

7KH� LQFRPH� IURP� VHFXULWLHV� DFWLYLW\� DOVR� SUHVHQWV� D� UHODWLYHO\� KLJK� GHJUHH� RI� YRODWLOLW\�� 7KLV
FRPSRQHQW�LQFOXGHV�QRW�RQO\�LQFRPH�IURP�VKDUHV�EXW�DOVR�LQFRPH�IURP�SDUWLFLSDWLQJ�LQWHUHVWV�DQG
VKDUHV�LQ�DIILOLDWHG�XQGHUWDNLQJV��:LWK�UHJDUG�WR�WKLV�ODVW�FDWHJRU\�RI�DFWLYLW\��EDQNV�DUH�FRQIURQWHG
ZLWK�VWUDWHJLF� DQG�RUJDQLVDWLRQDO�ULVNV��%DQNV�KDYH�� LQ� IDFW�� WR�GHWHUPLQH� WKH� UHTXLUHG�GHJUHH�RI
GLYHUVLILFDWLRQ� DQG� WR� PDNH� WKH� ULJKW� FKRLFHV� IRU� WKHLU� SDUWLFLSDWLRQ�� DV� ZHOO� DV� WR� RUJDQLVH� DQ
DGHTXDWH�PDQDJHPHQW�VWUXFWXUH�

)HHV�DQG�FRPPLVVLRQV�DFWLYLWLHV�DUH��RQ�WKH�ZKROH��FRQVLGHUHG�WR�EH�OHVV�YRODWLOH�WKDQ�RWKHU�QRQ�
LQWHUHVW� LQFRPH� FRPSRQHQWV�� 6RPH� DFWLYLWLHV� JHQHUDWLQJ� IHHV� DQG� FRPPLVVLRQV� DUH� UHJDUGHG� DV
EHDULQJ�OLPLWHG�ULVNV�IRU�EDQNV��7KLV�DSSOLHV�PRUH�VSHFLILFDOO\�WR�

• IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV��SUREDEO\�UHIOHFWLQJ�LQ�SDUW�WKH�ORZ�SURVSHFWV�IRU�WKH�JURZWK�RI
WKLV�DFWLYLW\�

• DGYLVRU\�DFWLYLWLHV��DOWKRXJK�WKH�DVVRFLDWHG�UHSXWDWLRQ�DQG�RSHUDWLRQDO�ULVNV�DUH�H[SHFWHG�WR
LQFUHDVH�

• FRUUHVSRQGHQW� EDQNLQJ�� WKH� LQFLGHQFH� RI� ZKLFK� ZLOO� SUREDEO\� GHFUHDVH� IXUWKHU� DV� D
FRQVHTXHQFH�RI�GHYHORSPHQWV�LQ�SD\PHQW�V\VWHPV�

• DFFRXQW�DGPLQLVWUDWLRQ��VDIH�FXVWRG\�DQG�� LQ�JHQHUDO��PRVW�DFWLYLWLHV�PDGH�RQ�EHKDOI�RI�WKLUG
SDUWLHV��DQG

• VHFXULWLVDWLRQ�DQG�SULYDWH�EDQNLQJ��DV�WKH\�RIIHU�EDQNV�WKH�SRVVLELOLW\�RI�WUDQVIHUULQJ�FUHGLW�DQG
PDUNHW�ULVNV�WR�RWKHU�SDUWLHV�

2WKHU�FDWHJRULHV�RI�DFWLYLWLHV�JHQHUDWLQJ� IHHV�DQG�FRPPLVVLRQV� DUH�FRQVLGHUHG� WR�SUHVHQW�PRUH
ULVNV�IRU�EDQNV��7KHVH�LQFOXGH�GHULYDWLYHV�WUDGLQJ�DFWLYLWLHV�DQG�WKH�SURYLVLRQ�RI�JXDUDQWHHV�²�ZKLFK
DUH� UHJDUGHG� DV� SRWHQWLDOO\� WKH�PRVW� ULVN\� ²� XQGHUZULWLQJ� DFWLYLWLHV�� WUHDVXU\�PDQDJHPHQW�� UHDO
HVWDWH�WUDQVDFWLRQV��FUHGLW�FDUG�EXVLQHVV�DQG�SD\PHQW�WUDQVDFWLRQV�

��� 6XSHUYLVRU\�LVVXHV

7KH�FKDQJHV�LQ�WKH�EDQNV·� LQFRPH�VWUXFWXUH�GHULYLQJ�IURP�GHYHORSPHQWV�LQ�WKH�EDQNLQJ�EXVLQHVV
DOVR�KDYH�LPSOLFDWLRQV�IRU�WKH�DFWLYLW\�RI�EDQNLQJ�VXSHUYLVLRQ�LQ�WZR�UHVSHFWV��SUXGHQWLDO�UHJXODWLRQ
DQG�FXUUHQW�VXSHUYLVLRQ�

:LWK� UHJDUG� WR�SUXGHQWLDO� UHJXODWLRQ�� WKH�PDLQ� UHIHUHQFH� LV� WR� WKH� FDSLWDO� DGHTXDF\� UHJLPH�� 7KLV
UHJLPH�� LQLWLDOO\� GHVLJQHG� WR� FRYHU� FUHGLW� ULVNV� RQ� WKH� EDVLV� RI� WKH� VROYHQF\� UDWLR�� ZDV� ODWHU
H[WHQGHG� WR� FRYHU� PDUNHW� ULVNV�� $V� D� VXEVHTXHQW� VWHS�� WKH� GHYHORSPHQW� RI� VRSKLVWLFDWHG� ULVN
PDQDJHPHQW�WHFKQLTXHV�E\�EDQNV�ZDV�WDNHQ�LQWR�DFFRXQW�E\�VXSHUYLVRUV�WKURXJK�WKH�DFFHSWDQFH
RI� LQWHUQDO� ULVN�PDQDJHPHQW�PRGHOV� WR�PHDVXUH�PDUNHW� ULVN� IRU� FDSLWDO� UHTXLUHPHQW� SXUSRVHV�
7KH�FDSLWDO�DGHTXDF\�UHJLPH�IRU�FUHGLW�ULVN�LV�FXUUHQWO\�XQGHU�UHYLHZ�LQ�WKH�UHOHYDQW�LQVWLWXWLRQDO
IRUXPV�� QRWDEO\� WKH� %DVHO� &RPPLWWHH� RQ� %DQNLQJ� 6XSHUYLVLRQ� DQG� WKH� %DQNLQJ� $GYLVRU\
&RPPLWWHH��2QH�RI�WKH�DUHDV� LQ�ZKLFK�WKLV�SURFHVV� LV�EHLQJ�XQGHUWDNHQ� LV� WKH�GHWHUPLQDWLRQ�RI
VSHFLILF�FDSLWDO�UHTXLUHPHQWV�IRU�FDWHJRULHV�RI�ULVNV�RWKHU�WKDQ�FUHGLW�DQG�PDUNHW�ULVN��7KLV�OLQH�RI
DFWLRQ�LV�VXSSRUWHG�E\�WKH�ILQGLQJV�RI�WKLV�UHSRUW��DFFRUGLQJ�WR�ZKLFK�WKH�GHYHORSPHQW�RI�DFWLYLWLHV
JHQHUDWLQJ�QRQ�LQWHUHVW� LQFRPH�GHWHUPLQHV� WKH� LQFUHDVHG� LQFLGHQFH�RI�RWKHU�FDWHJRULHV�RI� ULVNV�
LQFOXGLQJ�RSHUDWLRQDO��UHSXWDWLRQ�DQG�VWUDWHJLF�ULVNV�

:LWK�UHJDUG�WR�FXUUHQW�VXSHUYLVLRQ�� WKH� LQFUHDVHG� LPSRUWDQFH�RI�DFWLYLWLHV�JHQHUDWLQJ�QRQ�LQWHUHVW
LQFRPH�PDNHV�WKH�ZRUN�RI�EDQNLQJ�VXSHUYLVRUV�WR�DVVHVV�WKH�ULVN�SURILOH�RI�EDQNV�PRUH�FRPSOH[�
,Q�JHQHUDO�WHUPV��EDQNLQJ�VXSHUYLVRUV�KDYH�WR�HQVXUH�WKDW�DOO�ULVNV�VWHPPLQJ�IURP�WKH�FKDQJHV�LQ
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WKH�EDQNV·� LQFRPH�VWUXFWXUH�DUH�SURSHUO\�FRQWUROOHG�E\�EDQNV��7R�WKDW�HQG��EDQNLQJ�VXSHUYLVRUV
KDYH�DOUHDG\�DGDSWHG�RU�DUH�LQ�WKH�SURFHVV�RI�DGDSWLQJ�WKHLU�PRQLWRULQJ�SURFHVV�LQ�RUGHU�WR�WDNH
DFFRXQW�RI�WKH�GHYHORSPHQWV�LQ�EDQNLQJ�DFWLYLWLHV�
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4XDOLWDWLYH�DQDO\VLV�RI�QRQ�LQWHUHVW�LQFRPH��6XPPDU\�WDEOH

2Q�WKH�EDVLV�RI�TXDOLWDWLYH�DVVHVVPHQW�RI�WKH�YDULRXV�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV��QDWLRQDO
UHVSRQVHV�DUH�VXPPDULVHG�LQ�WKH�IROORZLQJ�WDEOH�

&ODVVLILFDWLRQ�RI�QRQ�LQWHUHVW�LQFRPH�DFWLYLWLHV�LQ�WHUPV�RI�YROXPH�
SURILWDELOLW\�DQG�ULVN�SURILOH
'HJUHHV���WR����IURP�KLJKHU�WR�ORZHU�

Non-interest income activities Current situation Future perspectives

Volume Profitability Risk Volume Profitability Risk
Fee based
  1. Underwriting activities 3.3 2.9 2.9 3.5 3.5 3.2
  2. Securitisation 4.8 4.3 4.2 4.2 3.8 4.6
  3. Advisory (consulting) activities 4.0 3.2 4.3 2.8 2.8 3.8
  4. Asset management, subdivided into:

 Treasury management 3.3 3.4 2.9 3.3 3.3 3.2
 Private banking 2.9 2.7 4.1 2.3 2.5 4.2

  5. Information and data processing       
 services

4.6 4.7 4.7 3.5 4.2 4.7

  6. Real estate and housing transactions 4.5 4.3 3.0 4.3 4.0 3.3
  7. Correspondent banking 3.3 3.6 4.1 4.0 4.2 4.5
  8. Credit cards 2.7 2.9 3.4 2.3 2.4 3.1
  9. Provision of guarantees 2.6 2.6 2.2 2.7 2.8 2.1
10. Loans administration on behalf of   

 other lenders
4.0 3.8 4.4 3.6 3.6 4.4

11. Securities transactions on behalf of 
 third parties

2.5 2.1 4.1 2.6 2.8 4.3

12. Payment transactions 2.0 2.3 3.3 2.6 2.9 3.6
13. Account administration 2.9 3.4 4.9 3.0 3.5 4.8
14. Safe custody and administration of 

 securities
3.0 3.0 4.6 3.7 3.5 4.7

15. FX transactions 3.0 2.7 4.0 3.7 3.7 4.1
16. Sale and purchase of coins and 

 precious metals on behalf of third 
 parties

5 4.8 4.8 4.8 3.8 4.5

17. Brokerage services in connection 
 with insurance contracts

3.4 3.4 4.3 2.7 2.7 4.2

18. Brokerage services in connection 
 with savings and loans

3.4 3.6 4.4 3.5 4.0 4.0

19. Derivatives trading activities 3.5 3.5 2.43 2.7 3.0 2.5
Capital gains
1.   Proprietary trading in securities 2.6 2.2 1.6 2.5 2.7 1.9
2.   Proprietary trading in FX 2.7 2.6 1.6 3.1 3.1 1.8
3.   Proprietary trading in derivatives 3.3 3.0 1.3 3.1 3.0 1.3
Income from securities
1.   Income from shares and other 

 variable yield securities
3.6 3.6 1.8 3.6 2.9 1.9

2.   Income from participating interests  
 and shares in affiliated undertakings

2.9 2.8 2.2 2.9 2.8 2.4

7KH�WDEOH�LQFOXGHV�WKH�DYHUDJH�PHDQ�YDOXH�GHULYHG�IURP�UHVSRQVHV�IURP�$XVWULD��%HOJLXP��6SDLQ��)LQODQG��)UDQFH��*UHHFH�

,UHODQG��,WDO\��/X[HPERXUJ��3RUWXJDO�DQG�6ZHGHQ��1XPEHUV���WR���FRUUHVSRQG�WR�D�VFDOLQJ�RUGHU�IURP�D�KLJKHU�WR�D�ORZHU

GHJUHH�RI�LPSRUWDQFH��9RODWLOLW\�DQG�ULVN�ZHUH�VHHQ�E\�PRVW�0HPEHU�6WDWHV�DV�KDYLQJ�WKH�VDPH�IHDWXUHV��0RUHRYHU��LW�ZDV

FRQVLGHUHG� GLIILFXOW� WR�PDNH� D� FOHDU� GLVWLQFWLRQ� EHWZHHQ�SURILWDELOLW\� DQG� YROXPH�� 7KH� WDEOH�ZDV� FRPSOHWHG� RQ� D� ´EHVW

HIIRUWµ�EDVLV�

6RXUFH��6XSHUYLVRU\�DXWKRULWLHV�UHSUHVHQWHG�LQ�WKH�%DQNLQJ�6XSHUYLVRU\�&RPPLWWHH�
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,QWURGXFWLRQ�WR�WKH�WDEOHV�DQG�FKDUWV

8QOHVV�RWKHUZLVH� LQGLFDWHG�� WKH� IROORZLQJ�FKDUWV� DQG�WDEOHV�KDYH�EHHQ�SURGXFHG�RQ�WKH�EDVLV�RI
FRQWULEXWLRQV� IURP�QDWLRQDO�DXWKRULWLHV��(8�FHQWUDO�EDQNV�DQG�VXSHUYLVRU\�DXWKRULWLHV���7KH�GDWD
ZHUH� SURYLGHG� RQ� DQ� XQFRQVROLGDWHG� EDVLV� LQFOXGLQJ� DOO� FUHGLW� LQVWLWXWLRQV� LQFRUSRUDWHG� LQ� WKH
UHSRUWLQJ� FRXQWU\� WRJHWKHU�ZLWK� EUDQFKHV� IURP� WKLUG� FRXQWULHV� DQG� H[FOXGLQJ� IRUHLJQ� EUDQFKHV
IURP� (8� FRXQWULHV� �WR� DYRLG� GRXEOH�FRXQWLQJ�� DQG� IRUHLJQ� VXEVLGLDULHV� RI� FUHGLW� LQVWLWXWLRQV�
$OWKRXJK�WKH�OD\RXW�DQG�GHILQLWLRQV�RI�WKH�%DQNLQJ�$FFRXQWV�'LUHFWLYH�KDYH�EHHQ�DSSOLHG�IRU�WKH
EUHDNGRZQ�RI�WKH�QRQ�LQWHUHVW�LQFRPH��WKH�VHW�RI�GDWD�DV�D�ZKROH�FDQQRW�EH�UHJDUGHG�DV�KDYLQJ
EHHQ� FROOHFWHG� RQ� WKH� EDVLV� RI� D� KDUPRQLVHG� VWDWLVWLFDO� IUDPHZRUN�� 7KHUHIRUH�� GDWD� VKRXOG� EH
WDNHQ�DV�LQGLFDWLYH�RQO\�DQG�VKRXOG�EH�UHJDUGHG�ZLWK�GXH�FDXWLRQ��*LYHQ�WKLV�JHQHUDO�FDYHDW�
IRRWQRWHV�LQ�WKH�WDEOHV�DQG�FKDUWV�LQGLFDWLQJ�SHFXOLDULWLHV�LQ�WKH�GDWD�VHULHV�KDYH�EHHQ
NHSW�WR�D�PLQLPXP�

2ZLQJ� WR� QDWLRQDO� GLIIHUHQFHV� DQG� GLIIHUHQFHV� LQ� GDWD� DYDLODELOLW\�� WKHUH� DUH� VPDOOHU� RU� JUHDWHU
LQFRQVLVWHQFLHV� EHWZHHQ�GDWD� LQ� D� QXPEHU�RI� FDVHV��7KHVH� LQFRQVLVWHQFLHV�PD\� EH� WKH� UHVXOW� RI
IODZHG�FRPSDUDELOLW\�RYHU�WLPH��FKDQJHV�LQ�UHSRUWLQJ�IUDPHZRUNV�DQG�GDWD�DYDLODELOLW\��LQ�WKH�FDVH
RI� ,UHODQG�DQG�WKH�1HWKHUODQGV�� IRU�H[DPSOH��GDWD�UHIHU� WR�D�VDPSOH�RI�EDQNV��� DFURVV� FRXQWULHV
�GLIIHUHQW�GHILQLWLRQV�RI� UHSRUWLQJ� SRSXODWLRQV�� IRU� H[DPSOH� WKH�ZHOO�NQRZQ�GLIIHUHQFHV� EHWZHHQ
WKH�GHILQLWLRQV�RI�D�´FUHGLW� LQVWLWXWLRQµ��RU�D�UHVXOW�RI�GLIIHUHQFHV�ZLWKLQ�WKH�VDPSOHV��ZKLFK�PD\
LQFOXGH�RU�H[FOXGH�VRPH�EDQNV�RYHU�D�SHULRG��7KH�GDWD�DUH��WKHUHIRUH��QRW�IXOO\�FRPSDUDEOH�ZLWK
WKRVH�RI�(8�FRXQWULHV�ZKLFK�RQO\�LQFOXGHG�EDQNV�LQ�WKH�VDPSOH�XQGHU�H[DPLQDWLRQ��,Q�DGGLWLRQ��IRU
DW� OHDVW� RQH� FRXQWU\� LW� ZDV� UHSRUWHG� WKDW�� IRU� EDQNV� ZLWK� D� ILQDQFLDO� \HDU� QRW� HQGLQJ� RQ� ��
'HFHPEHU�� ILJXUHV� LQ� WKDW� JLYHQ� \HDU�ZHUH� QRW� UHDGMXVWHG� RQ� DQ� DQQXDO� EDVLV�� 7KH� FDYHDW� DOVR
DSSOLHV�QRWDEO\�WR�WKH�(8�RU�HXUR�DJJUHJDWHV��ZKLFK�DUH�JLYHQ�IRU�LQGLFDWLYH�SXUSRVHV�LQ�D�QXPEHU
RI�FDVHV�

7DEOHV���WR���KDYH�EHHQ�H[WUDFWHG�IURP�WKH�SUHYLRXV�UHSRUW�RI�WKH�%6&�RQ�WKH�SRVVLEOH�HIIHFWV�RI
(08�RQ� WKH�(8�EDQNLQJ� V\VWHPV� LQ� WKH�PHGLXP� WR� ORQJ� WHUP� �)HEUXDU\� �������7DEOHV� �� DQG��
FRQWDLQ� FDOFXODWLRQV� RQ� WKH� SHUFHQWDJH� FKDQJH� LQ� UHODWLYH� LPSRUWDQFH� RYHU� D� JLYHQ� WLPH� SHULRG
�����������7KH�SURFHGXUH� IROORZHG� IRU�FDOFXODWLQJ� WKH�SHUFHQWDJH�FKDQJH� LQ�UHODWLYH� LPSRUWDQFH
LQFOXGHG�WKH�IROORZLQJ�VWHSV��ILUVW��WKH�WRWDO�RI�VHYHUDO� LWHPV��H�J�� LQ�7DEOH���DVVHWV�RI� LQYHVWPHQW
IXQGV��FUHGLW�LQVWLWXWLRQV�DQG�LQVXUDQFH�DQG�SHQVLRQ�IXQGV��ZDV�FDOFXODWHG�DQG�WKH�UHODWLYH�VKDUH�RI
HYHU\� VLQJOH� LWHP� LQ� WKH� WRWDO� ZDV� GHULYHG� IRU� ERWK� REVHUYDWLRQ� SHULRGV� ������ DQG� ������
+RZHYHU�� WKLV� VWHS� LV� QRW� LQFOXGHG� LQ� WKH� WDEOH�� $V� D� ODVW� VWHS�� SHUFHQWDJH� FKDQJHV� LQ� UHODWLYH
LPSRUWDQFH�ZLWK� UHIHUHQFH� WR� WKH� WZR� REVHUYDWLRQ� SHULRGV� ZHUH� FDOFXODWHG�� 7KHVH� SHUFHQWDJH
FKDQJHV� DUH� PHQWLRQHG� LQ� 7DEOHV� �� DQG� ��� EXW� FDQQRW� EH� GHGXFWHG� GLUHFWO\� IURP� WKH� ILJXUHV
PHQWLRQHG�LQ�WKH�ILUVW�SDUW�RI�WKH�WDEOHV�
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/LVW�RI�WDEOHV

6WUXFWXUDO�GHYHORSPHQWV�LQ�WKH�(8�ILQDQFLDO�V\VWHPV
��� 7KH�UHODWLYH�LPSRUWDQFH�RI�ILQDQFLDO�LQWHUPHGLDULHV��$VVHWV�RI�FUHGLW� LQVWLWXWLRQV�� LQYHVWPHQW

IXQGV·� DVVHWV� DQG� LQVXUDQFH� FRPSDQLHV·� DQG� SHQVLRQ� IXQGV·� DVVHWV� XQGHU� PDQDJHPHQW
H[SUHVVHG�DV�D�SHUFHQWDJH�RI�*'3��EHQFKPDUN�\HDUV������DQG������

��� 7KH�UHODWLYH�LPSRUWDQFH�RI�GLIIHUHQW�ILQDQFLDO�LQVWUXPHQWV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�*'3
�EHQFKPDUN�\HDUV������DQG������

��� 7KH� UHODWLYH� LPSRUWDQFH� RI� GLIIHUHQW� FDWHJRULHV� RI� ERQGV�� JRYHUQPHQW� ERQGV�� FUHGLW
LQVWLWXWLRQV·� ERQGV�� SULYDWH� QRQ�ILQDQFLDO� HQWHUSULVHV·� ERQGV� H[SUHVVHG� DV� D� SHUFHQWDJH� RI
*'3�������DQG������

��� 6KDUH�RI�8&,76�FRQWUROOHG�E\�FUHGLW�LQVWLWXWLRQV
��� &UHGLW�LQVWLWXWLRQV·�ORDQV�WR�QRQ�EDQNV�DV�D�SHUFHQWDJH�RI�*'3

'HYHORSPHQWV�LQ�WKH�27&�GHULYDWLYHV�PDUNHWV
��� *HRJUDSKLFDO�GLVWULEXWLRQ�RI�JOREDO�27&�GHULYDWLYHV�PDUNHW�DFWLYLW\��DYHUDJH�GDLO\�WXUQRYHU

RI�QRWLRQDO�DPRXQWV�
��� *HRJUDSKLFDO� GLVWULEXWLRQ� RI� JOREDO� WUDGLWLRQDO� IRUHLJQ� H[FKDQJH� PDUNHW� DFWLYLW\� �DYHUDJH

WXUQRYHU�RI�QRWLRQDO�DPRXQWV�

&RPSRQHQWV�RI�QRQ�LQWHUHVW�LQFRPH
��� 1HW�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
��� 1HW�SURILW��ORVV��RQ�ILQDQFLDO�RSHUDWLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� ,QFRPH�IURP�VHFXULWLHV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� 2WKHU�RSHUDWLQJ�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QRQ�LQWHUHVW�LQFRPH
�� &RPPLVVLRQV�IURP�IRUHLJQ�H[FKDQJH�WUDQVDFWLRQV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QHW�LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV�FKDUJHG�IRU�JXDUDQWHHV�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�QHW�LQFRPH�IURP�IHHV�DQG

FRPPLVVLRQV
�� &RPPLVVLRQV�FKDUJHG� IRU�VHFXULWLHV� WUDQVDFWLRQV�H[SUHVVHG�DV� D�SHUFHQWDJH�RI�QHW� LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV� FKDUJHG� IRU� SD\PHQW� WUDQVDFWLRQV� H[SUHVVHG� DV� D� SHUFHQWDJH� RI� QHW� LQFRPH

IURP�IHHV�DQG�FRPPLVVLRQV
�� &RPPLVVLRQV� FKDUJHG� IRU� VDIH� FXVWRG\� DQG� DGPLQLVWUDWLRQ� RI� VHFXULWLHV� H[SUHVVHG� DV� D

SHUFHQWDJH�RI�QHW�LQFRPH�IURP�IHHV�DQG�FRPPLVVLRQV
�� 6XPPDU\� WDEOH�� 1RQ�LQWHUHVW� LQFRPH� PL[� SUHYDLOLQJ� LQ� WKH� (8� FRXQWULHV� LQ� WHUPV� RI� WKH

UHODWLYH�LPSRUWDQFH�RI�LWV�PDLQ�FRPSRQHQWV

'HYHORSPHQWV�LQ�WKH�QRQ�LQWHUHVW�LQFRPH
�� $JJUHJDWH�LQGLFDWRUV�IRU�WKH�HXUR�DUHD�DQG�WKH�(8��SHULRG��������
�� 1RQ�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�RSHUDWLQJ�LQFRPH
�� 1RQ�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV
�� 1HW�LQWHUHVW�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV
�� 2SHUDWLQJ�LQFRPH�H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WRWDO�DVVHWV

,QGLFDWRUV�RI�ILQDQFLDO�SHUIRUPDQFH
�� 5HWXUQ�RQ�HTXLW\��ZHLJKWHG�
�� 5HWXUQ�RQ�DVVHWV��ZHLJKWHG�
�� 2SHUDWLQJ�FRVW�RSHUDWLQJ�LQFRPH
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6WDWLVWLFDO�DQDO\VLV��PHDVXUHPHQWV�RI�FRUUHODWLRQ�DQG�YRODWLOLW\

�� 5DQN�RI�QRQ�LQWHUHVW�RSHUDWLQJ�LQFRPH�DQG�52(�UDWLRV��6SHDUPDQ·V�FRUUHODWLRQ�WHVW
�� 5DQN� RI� QRQ�LQWHUHVW�RSHUDWLQJ� LQFRPH� DQG� RSHUDWLQJ� FRVW�RSHUDWLQJ� LQFRPH� UDWLRV�

6SHDUPDQ·V�FRUUHODWLRQ�WHVW
�� &RUUHODWLRQ� RI� LQFRPH� VRXUFHV�� 1HW� LQWHUHVW� LQFRPH� DQG� QRQ�LQWHUHVW� LQFRPH� �ERWK

H[SUHVVHG�DV�D�SHUFHQWDJH�RI�WKH�DYHUDJH�EDODQFH�VKHHW�WRWDO�
��$ 0HDVXUHPHQW�RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� �FRHIILFLHQWV�RI� YDULDWLRQ� DV� D� SHUFHQWDJH�RI

DYHUDJH�EDODQFH�VKHHW�WRWDO�
��%� 0HDVXUHPHQW�RI�YRODWLOLW\��QRQ�LQWHUHVW� LQFRPH��FRHIILFLHQWV�RI�YDULDWLRQ�DV�D�SHUFHQWDJH�RI

DYHUDJH�EDODQFH�VKHHW�WRWDO�
��& 0HDVXUHPHQW� RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� PLQXV� WRWDO� SURYLVLRQV� �FRHIILFLHQWV� RI

YDULDWLRQ�DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�WRWDO�
��' 0HDVXUHPHQW� RI� YRODWLOLW\�� QHW� LQWHUHVW� LQFRPH� PLQXV� SURYLVLRQV� RQ� ORDQV� �FRHIILFLHQWV� RI

YDULDWLRQ�DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�WRWDO�
�� 9RODWLOLW\�RI�WKH�QRQ�LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV��&RHIILFLHQW�RI�YDULDWLRQ�RI�WKH�QRQ�

LQWHUHVW�LQFRPH�DQG�LWV�FRPSRQHQWV�VRUWHG�E\�QRQ�LQWHUHVW�LQFRPH�FRHIILFLHQW�RI�YDULDWLRQ�LQ
D�GHVFHQGLQJ�RUGHU��SHULRG���������
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([SODQDWLRQV�UHODWHG�WR�WKH�WDEOHV�DQG�FKDUWV

$EEUHYLDWLRQV�XVHG�LQ�WKH�WDEOHV

7KH�IROORZLQJ�DEEUHYLDWLRQV�IRU�WKH�(8�FRXQWULHV�DUH�XVHG�LQ�WKH�WDEOHV�
%(��� %HOJLXP
'. 'HQPDUN
'( *HUPDQ\
*5 *UHHFH
(6 6SDLQ
)5 )UDQFH
,(� ,UHODQG
,7 ,WDO\
/8 /X[HPERXUJ
1/ 1HWKHUODQGV
$7 $XVWULD
37 3RUWXJDO
),� )LQODQG
6( 6ZHGHQ
8. 8QLWHG�.LQJGRP

%ODQN�ILHOG�FRXQWU\�QRW�PHQWLRQHG�LQ�WKH�WDEOH��GDWD�DUH�QRW�DYDLODEOH�

:HLJKWLQJV�DQG�DYHUDJHV

0RVW�RI�WKH�WDEOHV�FRQWDLQ�DYHUDJHV��7KHVH�DYHUDJHV�DUH�SUHVHQWHG�IRU�LOOXVWUDWLYH�SXUSRVHV�RQO\�
7DEOHV���WR��������WR����DQG����KDYH�EHHQ�FRPSLOHG�RQ�WKH�EDVLV�RI�LQIRUPDWLRQ�VXEPLWWHG�E\�WKH
QDWLRQDO�DXWKRULWLHV��:HLJKWHG�DYHUDJHV�²�IRU�WKH�(8�DQG�HXUR�DUHD�²��7DEOHV��������������WR����
KDYH� EHHQ� FDOFXODWHG� IRU� WKRVH� \HDUV� IRU�ZKLFK� GDWD� RQ�0HPEHU� 6WDWHV�ZHUH� DYDLODEOH� �PRVWO\
�������� RU� ��������� E\� PXOWLSO\LQJ� WKH� UHVSHFWLYH� FRXQWU\� GDWD� E\� D� ZHLJKW� UHSUHVHQWLQJ� WKH
FRXQWU\·V�*'3�VKDUH� LQ�(8�*'3�IRU�WKH�\HDU������� ,Q�RUGHU�WR�RYHUFRPH�WKH�SUREOHP�RI�GDWD
DYDLODELOLW\�IRU�WKH�HDUOLHU�SHULRG��WKH�2(&'�EDQN�SURILWDELOLW\�GDWDEDVH�LV�XVHG�IRU�WKH�FDOFXODWLRQ
RI�DJJUHJDWH��(8�DQG�HXUR�DUHD��LQGLFDWRUV�IRU�WKH�EDQNV·�LQFRPH�VWUXFWXUH��7DEOH������0RUHRYHU�
WKH� 2(&'� GDWD� EDVLV� ZDV� HPSOR\HG� IRU� WKH� FDOFXODWLRQ� RI� (8� DQG� HXUR� DYHUDJHV� IRU� WKH
FRUUHODWLRQ� FRHIILFLHQW� �FRUUHODWLRQ� RI� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� �7DEOH� ���� DQG� WKH
FRHIILFLHQW�RI�YDULDWLRQ�RI�QHW�LQWHUHVW�LQFRPH�DQG�QRQ�LQWHUHVW�LQFRPH��7DEOHV���$�WR���'���*'3
ZHLJKWV�ZHUH� FKRVHQ� DV� EHLQJ� WKH� VWDQGDUG� DSSURDFK� IRU� ZHLJKWLQJ� ILQDQFLDO� TXDQWLWLHV� VXFK� DV
PRQHWDU\�DJJUHJDWHV�DQG�PD\�EH�LQDFFXUDWH�ZKHUH�ILQDQFLDO�VHFWRUV�VXFK�DV�WKDW�RI�/X[HPERXUJ
DUH� ODUJHU� WKDQ� *'3��+RZHYHU�� WKLV� ´HUURUµ� LQ� WHUPV� RI�PHDVXULQJ� WKH� UHODWLYH� LPSRUWDQFH� RI
/X[HPERXUJ�DV�WKH�ILQDQFLDO�VHFWRU�XVLQJ�*'3�GRHV�QRW�OHDG�WR�DQ\�GLVWRUWLRQ�RI�WKH�(8�DYHUDJH

7KH�IROORZLQJ�ZHLJKWV�KDYH�EHHQ�XVHG�IRU�(8�DYHUDJHV�

$7 %( '( '. (6 ), )5 *5 ,( ,7 /8 1/ 37 6( 8.
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)RU�WKH�HXUR�DUHD�WKH�IROORZLQJ�ZHLJKWV�KDYH�EHHQ�XVHG�

$7 %( '( (6 ), )5 ,( ,7 /8 1/ 37
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)RU� WKH� FDOFXODWLRQ� RI� WKH� (8� DQG� HXUR� DUHD� DJJUHJDWH� LQGLFDWRUV� IRU� WKH� SHULRG� �������
�7DEOH������ (8� DQG� HXUR� DUHD� ZHLJKWHG� DYHUDJHV� DUH� FDOFXODWHG� E\�PDNLQJ� DQ� DOORFDWLRQ� RI� WKH
ZHLJKW�RI�,UHODQG��IRU�ZKLFK�WKH�2(&'�GDWDEDVH�GRHV�QRW�SURYLGH�UHOHYDQW�GDWD��WR�WKH�UHVW�RI�WKH
(8�DQG�HXUR�DUHD�FRXQWULHV�LQ�D�PDQQHU�SURSRUWLRQDWH�WR�WKHLU�ZHLJKWLQJV��0RUHRYHU��WKH�HXUR
DUHD�DQG�(8�ZHLJKWHG�DYHUDJHV�IRU�WKH�\HDUV������DQG������LQ�7DEOHV���WR����DUH�FDOFXODWHG�E\
XVLQJ�WKH������GDWD�IRU�WKUHH�FRXQWULHV��)LQODQG��,UHODQG�DQG�WKH�8QLWHG�.LQJGRP��DV�SUR[LHV�IRU
WKH� \HDUV� ����� DQG� ������ 52(� DQG� 52$� UDWLRV� DQG� WKH� UHVSHFWLYH� ZHLJKWHG� DYHUDJHV� LQFOXGH
SURILWV�EHIRUH�WD[��7KH�52(�DQG�52$�DUH�FDOFXODWHG�E\�FRXQWU\�E\�GLYLGLQJ�DJJUHJDWH�DEVROXWH
ILJXUHV� IRU� SURILW� EHIRUH� WD[� E\� DJJUHJDWH� DEVROXWH� YDOXHV� IRU� WRWDO� HTXLW\� DQG� WRWDO� DVVHWV
UHVSHFWLYHO\��$OWHUQDWLYHO\��LQ�WKH�FDVHV�ZKHUH�ZHLJKWHG�52(�DQG�52$�UDWLRV�ZHUH�QRW�DYDLODEOH�
QRQ�ZHLJKWHG� UDWLRV�ZHUH� UHTXHVWHG� DV� DQ� DOWHUQDWLYH�� WKLV� LV�� DW� OHDVW�� WKH� FDVH� IRU� WKH�8QLWHG
.LQJGRP��ZKHUHDV�IRU�*HUPDQ\�WKH�52(�UDWLR�ZDV�FDOFXODWHG�RQ�WKH�EDVLV�RI�\HDUO\�DYHUDJHV�RI
HTXLW\��5HWXUQ�2Q�$YHUDJH�(TXLW\���7KH�(8���DYHUDJH�LQ�7DEOH����LV�XQZHLJKWHG�

0HDVXUHPHQW�RI�YRODWLOLW\

7KH�FRHIILFLHQW�RI�YDULDWLRQ��VWDQGDUG�GHYLDWLRQ�PHDQ�
����ZDV�FDOFXODWHG�DV�D�PHDVXUH�RI�YRODWLOLW\
DSSURSULDWH�IRU�FRPSDULVRQV�DFURVV�GDWD�VHWV� LQ�7DEOHV���$���'�DQG�����:LWK�UHJDUG�WR�7DEOHV
��$� WR� ��'�� WKH� YRODWLOLW\� RI� LQWHUHVW� DQG� QRQ�LQWHUHVW� LQFRPH� OHYHOV� �ERWK� H[SUHVVHG� LQ� UDWLR
IRUP��DV�D�SHUFHQWDJH�RI�DYHUDJH�EDODQFH�VKHHW�DVVHWV�RQ�WKH�EDVLV�RI�2(&'�GDWD��ZDV�FDOFXODWHG
E\�WKH�FRHIILFLHQW�RI�YDULDWLRQ��ZKLFK�LV�WKH�UDWLR�RI�WKH�VWDQGDUG�GHYLDWLRQ�WR�WKH�PHDQ�PXOWLSOLHG
E\������+RZHYHU��D�GLIIHUHQW�PHWKRGRORJ\�ZDV� IROORZHG�IRU�WKH�FDOFXODWLRQ�RI�WKH�FRHIILFLHQW�RI
YDULDWLRQ� RI� QRQ�LQWHUHVW� LQFRPH� DQG� LWV� FRPSRQHQWV� �7DEOH� ����� ,Q� SDUWLFXODU�� WKH� YDOXHV� LQ
GRPHVWLF� FXUUHQFLHV� FRQFHUQLQJ� QRQ�LQWHUHVW� LQFRPH� DQG� LWV� FRPSRQHQWV� ZHUH� FRQYHUWHG� LQWR
(&8�E\�XVLQJ�PRQWKO\�DYHUDJH�(&8�YDOXHV� IRU�WKH�\HDU�FRQFHUQHG��7KH�VKRUW�SHULRG����������
IRU�ZKLFK�DQDO\WLFDO�GDWD�IURP�QDWLRQDO�VRXUFHV�ZHUH�DYDLODEOH�DQG�LQ�ZKLFK�ORZ�OHYHOV�RI�LQIODWLRQ
SUHYDLOHG�DFURVV�PRVW�RI�WKH�(8�FRXQWULHV�DOORZV�IRU�WKH�FRQYHUVLRQ�RI�GDWD�LQ�QDWLRQDO�FXUUHQFLHV
LQWR� (&8� DQG� WKH� FDOFXODWLRQ� RI� WKH� (8� DYHUDJH�� 7KH� XVH� RI� YDOXHV� LQVWHDG� RI� UDWLRV� KDV� WKH
DGYDQWDJH�WKDW�WKH�UHVXOW�LV�QRW�DIIHFWHG�E\�WKH�FKDQJHV�LQ�WKH�GHQRPLQDWRU�

7KH�IROORZLQJ�(&8�YDOXHV�KDYH�EHHQ�XVHG�IRU�WKH�FRQYHUVLRQ�RI�QDWLRQDO�FXUUHQFLHV�

���� ���� ���� ���� ���� ���� ���� ���� ����
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6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW

6SHDUPDQ·V�UDQN�FRUUHODWLRQ�FRHIILFLHQW�ZDV�FDOFXODWHG�IRU�WZR�VHWV�RI�YDULDEOHV��)LUVW��IRU�WHVWLQJ�D
SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�WKH�UDQNHG�YDOXHV�RI�WKH�UDWLR�RI�QRQ�LQWHUHVW�LQFRPH�WR�RSHUDWLQJ
LQFRPH�DQG�UDQNHG�52(�YDOXHV�DQG��VHFRQG��IRU�WHVWLQJ�D�SRVVLEOH�FRUUHODWLRQ�EHWZHHQ�WKH�UDQNHG
YDOXHV�RI� QRQ�LQWHUHVW� LQFRPH� WR�RSHUDWLQJ� LQFRPH� DQG� UDQNHG� YDOXHV�RI� WKH� UDWLR�RI� RSHUDWLQJ
FRVW�WR�RSHUDWLQJ�LQFRPH�IRU�WKH�(8�EDQNV��7DEOHV����DQG������6SHDUPDQ·V�UDQN�FRUUHODWLRQ�WHVW
SURYLGHV� D� VWDWLVWLFDO�PHDVXUHPHQW� RI� WKH� FRUUHODWLRQ� EHWZHHQ� WKH� WZR� LQGLYLGXDO� GDWD� VXE�VHWV
UDQNHG��,OOXVWUDWLRQ�RI�WKH�UDQN�FRUUHODWLRQ�WHVW�LV�SURYLGHG�LQ�PDQ\�VWDWLVWLFDO�WH[WERRNV�

6SHDUPDQ·V�FRUUHODWLRQ�WHVW�ZDV�SUHIHUUHG�EHFDXVH�LW�SURYLGHV�D�PHDVXUHPHQW�RI�FRUUHODWLRQ�IRU
UDQNHG�YDULDEOHV��WKXV�GLPLQLVKLQJ�WKH�HIIHFW�RI�´H[WUHPHµ�YDOXHV�RQ�WKH�FRUUHODWLRQ�PHDVXUHPHQW
DQG�� WR� WKH� H[WHQW� WKDW� GLIIHUHQFHV� LQ� WKH� YDULDEOHV� DV� D� UHVXOW� RI� WKH� XVH� RI� QRQ�KDUPRQLVHG
GDWDEDVHV� GR� QRW� DIIHFW� WKH� UDQNLQJ� RI� FRXQWULHV�� LW� FRXOG� SURYLGH� D� EHWWHU� PHDVXUHPHQW� RI
FRUUHODWLRQ�� $JDLQVW� WKLV� EDFNJURXQG�� VLQFH� WKH� UDQN� RUGHU� RI� D� VHW� RI� YDULDEOHV� LV� XVHG� IRU
PHDVXULQJ� WKHLU� FRUUHODWLRQ�� DQ\� GLVFUHSDQFLHV� DULVLQJ� IURP� GDWD� DFFXUDF\� RU� GLIIHUHQFHV� LQ� WKH
PHWKRG�RI�FDOFXODWLRQV�GR�QRW�DIIHFW�WKH�FRUUHODWLRQ�PHDVXUHPHQW�LI�WKH\�GR�QRW�FDXVH�DQ\�FKDQJH
LQ�WKH�UDQNLQJ�
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�7DEOH��
The relative importance of financial intermediaries
Assets of credit institutions, investment funds’ assets and insurance companies’ and pension
funds’ assets under management
(expressed as a percentage of GDP (benchmark years 1997 and 1995)
sorted by the assets of credit institutions as a percentage of GDP in 1997)

1997
Absolute value as a % of GDP

1995
Absolute value as a % of GDP

% change in relative importance
1995-97

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

Investment
funds

Insurance
companies
& pension

funds

Credit
institutions

UK 328 16 296

IE 70 299 37 26 195

BE 32 31 294 24 26 279

DE 25 37 256 16 32 223 30 -2 -2

FR 45 245 33 40 224

AT 23 26 238 14 23 231 47 6 -4

NL 19 146 227 16 124 194 1 0 0

DK 8 69 220 5 66 203 48 -4 0

PT 26 31 220 17 23 184 24 9 -3

SE 21 104 213 11 86 179 54 -1 -3

ES 35 22 183 18 18 183 77 11 -9

IT 19 19 155 7 17 150 137 1 -7

FI 3 42 113 1 38 122 225 12 -6

GR 23 102 10 12 96

LU 2771 3696 2072 45 3604

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
Note: For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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�7DEOH��
The relative importance of different financial instruments:
(expressed as a percentage of GDP (benchmark years 1997 and 1995)
sorted by banks’ loans as a percentage of GDP in 1997)

1997 1995 % change in relative  importance

1995-97

C
Ps

1)

C
D

s

E
qu

iti
es

B
on

ds

D
ep

os
its

L
oa

ns

C
Ps

C
D

s

E
qu

iti
es

B
on

ds

D
ep

os
its

L
oa

ns

C
Ps

C
D

s

E
qu

iti
es

B
on

ds

D
ep

os
its

L
oa

ns

UK 10 223 220 6 216 206

IE 6 3 76 34 122 175 4 40 43 93 115 13 34 -44 -7 8

NL 1 1 187 97 93 156 1 1 103 80 90 138 -21 -21 40 -7 -20 -13

DE 1 0 60 92 101 144 0 0 43 85 99 134 15 700 26 -1 -7 -2

DK 72 186 154 140 40 193 148 130 67 -11 -4 0

SE 2 12 124 96 53 122 1 9 70 97 47 118 76 11 48 -17 -5 -13

AT 18 65 99 121 13 60 101 118 29 4 -5 -1

BE 3 2 164 159 111 97 2 1 132 168 98 99 54 147 16 -11 5 -9

ES 1 0 51 60 74 88 1 0 31 55 79 81 -36 50 -1 -16 -3

PT 3 2 50 67 116 83 3 1 47 63 113 67 -9 82 -3 -3 -6 13

FR 67 81 2 19 32 54 63 83

IT 1 11 107 122 38 67 1 19 83 116 38 65 -6 -45 20 -2 -6 -5

FI 1 14 65 46 49 58 1 13 35 42 56 66 -12 -2 71 0 -20 -20

GR 0 0 30 42 76 36 0 0 15 64 69 33 95 -36 8 8

LU 17 833 1389 692 11 682 1418 681 46 16 -7 -3

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
1)   CPs is the acronym for commercial paper and CDs for certificates of deposits.
2)   For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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�7DEOH��
The relative importance of different categories of bonds:
government bonds, credit institutions’ bonds, private non-financial enterprises’ bonds
(expressed as a percentage of GDP (1997 and 1995)
sorted by government bonds as a percentage of GDP in 1997)

1997 1995 % change in
relative importance 1995-97

Government
bonds

Government
bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Private
non-

financial
enterprises’

bonds

Credit
 institutions’

bonds

Government
bonds

Relative
importance
of private

non-financial
enterprises’
 bonds to

total bonds in
1997

BE 10.1 38.3 111.1 7.8 47.1 112.7 35.7 -14.4 3.5 6.3

IT 1.6 19.4 100.4 1.6 12.2 101.9 -4.4 51.6 -6.1 1.3

DK 11.0 95.0 62.0 9.0 93.0 67.0 22.9 2.8 -6.9 6.5

NL 43.1 53.4 26.2 54.2 37.0 -17.9

ES 2.7 4.6 52.9 3.4 4.2 47.4 -27.3 0.5 1.9 4.4

SE 3.7 38.6 46.6 3.5 51.8 41.4 16.0 -18.9 22.4 4.1

PT 7.0 10.0 40.0 5.0 5.0 45.0 35.1 93.0 -14.2 12.3

GR 3.3 0.4 38.3 0.9 4.2 59.1 435.2 -85.0 -0.8 7.8

DE 0.1 54.6 37.7 0.1 46.4 36.5 40.0 5.7 -7.4 0.1

FI 3.8 7.1 35.6 4.9 10.0 27.5 -29.3 -35.5 18.2 8.2

IE 0.0 1.6 32.2 0.5 0.4 42.4 -97.4 414.1 -2.8 0.0

AT 2.8 31.2 30.6 3.3 29.2 27.5 -21.6 -0.9 3.5 4.3

LU 115.7 307.6 1.1 87.2 260.2 1.2 3.5 -7.7 7.6 27.3

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
Note: For the calculation of the percentage change in relative importance see Annex 2 (Introduction to the tables and charts).
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�7DEOH��
Share of UCITS controlled by credit institutions
(percentage points)

1992 1993 1994 1995 1996 1997 % change

1992-97

% change

1995-96

% change

1996-97

AT 100 100 100 100 100 100 0 0 0

PT 100 99 99 100 100 100 0 0 0

ES 92 92 93 92 93 93 2 1 1

LU1) 90 90 90 90 90 90

GR 89 85 -4

SE 86 85 84 85 -1 1

IT 57 63 65 66 79 84 47 20 6

FI 67 53 51 55 62 81 20 12 31

NL 55 55 53 52 52 50 -9 0 -4

Source: ECB publication entitled "Possible effects of EMU on the EU banking systems in the medium to long term", February 1999.
LU1): share is higher than 90% for all five years.

�7DEOH��
&UHGLW�LQVWLWXWLRQV
�ORDQV�WR�QRQ�EDQNV�DV�D�SHUFHQWDJH�RI�*'3

1980 1985 1990 1995 1996 1997 %change

1985-95

%change

1995-96

%change

1996-97

UK 147 201 206 204 220 40 -1 8

IE 78 75 87 115 132 175 54 15 32

NL 71 92 126 138 146 156 50 6 7

DE 106 117 131 134 140 144 14 5 3

DK 109 111 153 130 134 140 17 3 4

SE 93 150 118 118 122 27 0 4

AT 84 101 114 118 119 121 17 1 2

BE 81 81 92 99 98 97 23 -1 -1

ES 72 80 81 83 88 13 2 6

PT 77 73 52 67 72 83 -8 7 15

FR 31 76 87 83 80 81 9 -4 2

IT 51 48 62 65 65 67 37 0 3

FI 49 59 88 66 63 58 12 -5 -8

GR 39 39 36 33 34 36 -16 6 4

LU 937 1,080 865 681 676 692 -37 -1 2

EU weighted average 96 117 117 118 124 21 1 5

Source: ECB publication entitled “Possible effects of EMU on the EU banking systems in the medium to long term”, February 1999.
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�7DEOH��
Geographical distribution of global OTC derivatives market activity
(average daily turnover in USD billions)

April 1998 April 1995

Country Notional amounts Percentage share Notional amounts Percentage share

United Kingdom 591 35 351 30

United States 294 17 164 14

France 99 6 55 5

Japan 123 7 139 12

Germany 87 5 56 5

Switzerland 63 4 47 4

Singapore 91 5 79 7

Other countries 336 20 271 23

TOTAL 1684 100 1162 100

Source: BIS publication entitled "Central Bank Survey of FX and derivatives market activity 1998", Basel, May 1999.

�7DEOH��
Geographical distribution of global traditional foreign exchange market activity
(average daily turnover of notional amounts in USD billions)

April 1998 April 1995 April 1989

Country Amount Percentage share Amount Percentage share Amount Percentage share

United Kingdom 637 32 464 30 184 26

United States 351 18 244 16 115 16

France 72 4 58 4 23 3

Japan 149 8 161 10 111 15

Germany 94 5 76 5

Netherlands 41 2 26 2 13 2

Switzerland 82 4 87 6 56 8

Singapore 139 7 105 7 55 8

Other countries 417 20 351 20 161 22

TOTAL 1982 100 1572 100 718 100

Source: BIS publication entitled “Central Bank Survey of FX and derivatives market activity 1998”, Basel, May 1999.
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Relative importance of the components of non-interest income
Net income from fees and commissions expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

UK 71 80 80 72 76

IE 86 76 71 68 76

NL 58 66 60 60 58 59 60

ES 48 77 57 52 55 59 58

DK 34 213 38 48 56 56 74

GR 60 62 62 62 57 53 59

DE 60 65 62 61 58 52 60

IT 37 64 44 39 46 50 47

LU 45 68 52 55 54 50 54

FI 57 51 52 48 52

FR 53 66 59 57 53 47 56

AT 41 46 44 44 44 42 44

BE 30 40 32 32 36 36 34

PT 39 44 36 29 35 35 36

SE 60 58 63 46 49 35 52

EURO weighted 51 64 55 53 53 50 55

EU weighted 55 68 58 57 57 54 58

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1) as a working hypothesis for the calculation of the EURO and EU weighted averages, the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2)  1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
3)  the average for DK has been influenced by the "extreme" value of the ratio for 1994 (a value of more than 100% indicates that there

was a negative contribution (value) by another component of non-interest income (see table 9). With the exclusion of the 1994 figure,
the average for the rest of the years decreases to 46 percent.
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Relative importance of the components of non-interest income
Net profit (loss) on financial operations expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

BE 44 26 40 37 39 44 39

FR 45 30 36 39 39 43 39

PT 40 28 28 39 34 34 34

GR 28 24 19 21 29 33 26

IT 45 0 23 29 21 17 22

LU 34 3 27 27 19 16 21

ES 34 -21 14 25 22 16 15

NL 18 13 20 20 18 16 17

FI 11 24 20 15 17

AT 18 12 13 12 13 12 13

SE 19 7 8 32 9 11 15

UK 15 13 12 11 13

DE 15 1 10 9 9 10 9

IE 10 8 8 8 8

DK 57 -151 38 29 14 6 -1

EURO weighted 31 8 21 23 21 21 21

EU weighted 28 6 20 22 19 19 19

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1)  as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994.
2)  1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available.
3) extreme values for DK and, to a lesser extent, for ES for 1994 have affected the 1993-1998 average for these countries. Negative values

denote losses in financial operations.
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Relative importance of the components of non-interest income
Income from securities expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

SE 5 4 16 12 25 35 16

DE 20 30 25 27 29 31 27

DK 3 9 18 18 24 25 16

AT 16 16 16 16 19 25 18

ES 16 37 26 21 21 24 24

FI 6 6 7 19 10

PT 6 5 15 12 12 16 11

NL 5 6 6 5 10 11 7

IE -3 10 13 11 8

IT 2 6 5 5 7 10 6

FR 2 4 5 3 8 10 5

BE 12 15 13 17 11 9 13

LU 13 15 12 7 9 7 11

GR 6 6 9 8 6 6 7

UK 2 2 1 1 2

EURO weighted 10 17 14 14 16 19 15

EU weighted 9 14 12 12 14 17 13

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
1) as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2) 1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
3) "extreme" values for IE in 1995 have affected the 1993-1998 average for this country.
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Relative importance of the components of non-interest income
Other operating income expressed as a percentage of non-interest income

1993 1994 1995 1996 1997 1998 average

1993-98

LU 9 15 8 11 18 27 15

IT 16 31 29 27 27 23 25

AT 25 27 28 27 24 22 25

SE 16 31 13 10 16 19 17

FI 26 18 20 19 21

UK 11 5 8 15 10

PT 15 22 21 20 19 15 19

NL 18 15 15 15 13 15 15

IE 7 6 8 13 8

DK 6 29 6 6 6 13 11

BE 14 19 16 13 14 11 14

GR 7 7 10 9 8 8 8

DE 4 4 3 3 4 7 4

ES 2 7 3 2 2 2 3

EURO weighted 8 11 10 9 9 9 9

EU weighted 8 12 10 8 9 11 10

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes
 1)  as a working hypothesis for the calculation of the EURO and EU weighted averages the 1995 data for the UK, IE and FI are used as

proxies for the years 1993 and 1994. 
2) other operating income was not reported by FR for the period 1993-97 and the amount reported for 1998 was negligible as a

percentage of non-interest income. Consequently, a zero value has been taken into account for FR when computing the Euro and EU
weighted averages.

3) 1993-1998 averages for the UK, IE and FI refer to the 1995-1998 period for which data are available. 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions from FX transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

GR 15 11 12 12 13 26 15

AT 14 13 13 12 13

NL 12 12 13 11 8 5 10

IT 4 4 5 4 4 3 4

ES 3 3 3 2 2 1 2

FI 1 1 1 1 1

FR 1 1 1 1 1 1 1

PT 1 2 1 0 0 0 1

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 
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Relative importance of the main sub-components of net income
from fees and commissions
Commissions charged for guarantees expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

PT 22 23 23 23 17 14 20

BE 17 17 18 16 14 11 15

DK 17 14 14 14 15 15

GR 9 7 8 7 8 10 8

AT 14 13 14 13 10 10 12

ES 11 11 12 11 9 8 10

FI 15 10 8 7 10

FR 6 6 6 6 5 5 6

IT 7 7 8 7 6 4 7

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI and 1993-97 for DK). 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for securities transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

BE 44 47 41 44 46 50 45

NL 22 22 22 29 33 38 28

AT 26 25 22 25 29 32 26

PT 21 22 23 23 23 27 23

GR 25 34 29 27 27 26 28

FR 15 14 11 12 14 16 14

ES 9 9 9 9 13 10 10

IT 2 2 2 2 3 6 3

FI 3 3 2 3 3

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for payment transactions expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 average

1993-98

ES 67 61 65 63 54 50 60

FI 28 26 29 32 29

PT 31 30 27 31 30 23 29

AT 31 29 28 28 29

NL 34 32 32 28 24 25 29

FR 19 19 23 23 22 22 21

GR 21 17 20 22 19 23 20

BE 27 25 27 22 17 14 22

IT 15 11 13 14 13 11 13

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI and AT). 
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Relative importance of the main sub-components of net income from fees and commissions
Commissions charged for safe custody and administration of securities expressed as a percentage of net income from fees and commissions

1993 1994 1995 1996 1997 1998 Average

1993-98

BE 9 10 11 14 14 13 12

FR 20 18 16 14 10 10 15

NL 5 6 5 5 7 6 6

FI 6 6 7 10 7

ES 5 6 5 6 6 6 6

IT 5 4 4 4 4 4 4

PT 1 2 2 2 3 4 2

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
Note: Average data refer to the period for which data are available (e.g. 1995-98 for FI). 

�7DEOH���
Summary table 
Non-interest income mix prevailing in the EU countries in terms of the relative importance
of its main components
(percentage points)

1998 AVERAGE 1993-98

Fees and

commissions

Income from

securities

Net profit on

Financial

operations

Other

operating

income

Fees and

commissions

Income from

securities

Net profit on

Financial

operations

Other

operating

income

BE 36 9 44 11 34 13 39 14

DK 56 25 6 13 74 16 -1 11

DE 52 31 10 7 60 27 9 4

GR 53 6 33 8 59 7 26 8

ES 59 24 16 2 58 24 15 3

FR 47 10 43 0 56 5 39 0

IE 68 11 8 13 76 8 8 8

IT 50 10 17 23 47 6 22 25

LU 50 7 16 27 54 11 21 15

NL 59 11 16 15 60 7 17 15

AT 42 25 12 22 44 18 13 25

PT 35 16 34 15 36 11 34 19

FI 48 19 15 19 52 10 17 21

SE 35 35 11 19 52 16 15 17

UK 72 1 11 15 76 2 13 10

EURO

weighted

50 19 21 9 55 15 21 9

EU

weighted

54 17 19 11 58 13 19 10

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
Note: For the calculation of the EU and euro area averages and for 1993-97 averages across countries see notes on tables 8 to 11.
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Aggregate indicators for the euro and the EU area
Period 1989-95 (percentage points)

Net Non-interest income / gross income

1989 1990 1991 1992 1993 1994 1995

EURO weighted 23.1 24.2 24.4 25.5 29.7 25.7 28.7

EU weighted 26.1 26.7 27.3 28.5 32.9 28.5 31.6

Net interest income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 2.20 2.18 2.18 2.13 2.02 2.00 1.93

EU weighted 2.31 2.29 2.33 2.20 2.13 2.10 2.01

Net Non-interest income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 0.66 0.69 0.70 0.71 0.85 0.68 0.74

EU weighted 0.86 0.88 0.93 0.92 1.10 0.87 0.94

Gross income / assets (end of year)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 2.86 2.87 2.87 2.83 2.88 2.68 2.67

EU weighted 3.17 3.18 3.27 3.12 3.23 2.97 2.95

Return on equity (before tax)

1989 1990 1991 1992 1993 1994 1995

EURO weighted 12.13 11.23 11.23 8.66 8.49 6.66 8.45

EU weighted 10.39 11.33 12.14 8.28 10.36 10.45 12.45

Source: OECD Bank Profitability 

Note
1) The following sectors per country are included in the OECD sample for the calculations of the above ratios: AT: All banks, BE: All

banks, DE: All banks, DK: Commercial banks and savings banks, ES: All banks, FI: All banks, FR: All banks, GR: Commercial banks,
IT: All banks, LU: Commercial banks, NL: All banks, PT: Commercial banks, SE: Commercial banks, UK: Commercial banks. 

2) No data for IE existed for the period concerned. EU and euro area weighted averages are calculated by making an allocation of the
weight of IE  to the rest of the EU and euro area countries in a manner proportionate to their weightings.
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Non-interest income expressed as a percentage of operating income

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

LU 18 20 35 34 38 43 55 11 14 27

SE 46 26 30 35 41 53 16 17 29

FR 34 38 45 52 11 19 16

AT 42 39 41 43 47 5 5 10

IT 31 35 39 46 15 11 18

GR 45 47 45 45 4 -5 1

BE 29 32 34 37 43 7 9 15

FI 35 43 40 42 22 -5 4

PT 59 57 20 27 35 35 41 26 1 17

NL 26 26 29 33 37 40 40 9 8 2

IE 23 17 27 31 36 37 40 15 5 7

UK 39 43 39 39 40 -8 -1 2

DK 28 31 30 37 8 -1 23

ES 13 14 17 27 31 33 36 13 8 8

DE 25 25 29 33 3 13 14

EURO weighted 30 32 36 41 10 12 14

EU weighted 32 34 37 41 6 9 12

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Non-interest income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

GR 1.61 1.71 1.71 1.76 6 0 3

IT 1.18 1.32 1.38 1.75 12 5 27

IE 1.20 0.87 1.43 1.48 1.78 1.43 1.69 20 -20 18

FI 1.02 1.34 1.18 1.39 31 -12 18

UK 1.88 1.54 1.40 1.32 1.39 -9 -6 5

SE 1.36 0.55 0.86 0.92 0.91 1.26 7 -1 38

PT 1.93 1.63 1.03 0.86 1.03 1.05 1.23 20 2 17

AT 1.14 1.06 1.12 1.12 1.18 6 0 5

ES 0.61 0.63 0.77 0.98 1.07 1.14 1.17 9 7 3

DK 1.13 1.07 0.93 1.17 -6 -13 26

NL 0.74 0.75 0.66 0.88 1.02 1.06 1.06 15 5 0

FR 0.67 0.72 0.83 1.02 7 15 23

BE 0.50 0.53 0.58 0.63 0.66 0.87 9 4 32

LU 0.17 0.28 0.41 0.36 0.41 0.49 0.72 14 20 49

DE 0.58 0.58 0.65 0.71 -1 11 11

EURO weighted 0.80 0.87 0.93 1.09 8 7 17

EU weighted 0.94 0.98 1.00 1.15 3 3 15

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Net interest income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

IE 3.96 4.19 3.92 3.31 3.20 2.39 2.52 -3 -25 5

UK 2.98 2.06 2.17 2.09 2.13 5 -4 2

GR 1.94 1.90 2.10 2.12 -2 11 1

ES 4.18 3.87 3.75 2.60 2.42 2.28 2.09 -7 -6 -8

IT 2.66 2.44 2.17 2.06 -8 -11 -5

DK 2.85 2.41 2.13 1.95 -15 -11 -9

FI 2.74 2.26 1.88 1.80 1.81 1.78 1.92 0 -1 8

PT 1.30 1.23 4.18 2.29 1.97 1.91 1.78 -14 -3 -7

NL 2.12 2.17 1.63 1.76 1.77 1.63 1.57 1 -8 -3

DE 1.64 2.00 1.55 1.78 1.71 1.60 1.47 -4 -7 -8

AT 1.58 1.69 1.64 1.50 1.32 -3 -9 -12

BE 1.62 1.31 1.23 1.21 1.10 1.16 -2 -9 5

SE 1.60 1.56 2.00 1.70 1.32 1.13 -15 -22 -15

FR 1.31 1.20 1.03 0.94 -8 -14 -8

LU 0.76 1.15 0.76 0.69 0.67 0.63 0.59 -4 -5 -7

EURO weighted 1.91 1.80 1.63 1.53 -6 -9 -6

EU weighted 1.96 1.87 1.72 1.63 -4 -8 -5

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Operating income expressed as a percentage of total assets

1980 1985 1990 1995 1996 1997 1998 %change

1996/95

%change

1997/96

%change

1998/97

IE 5.16 5.06 5.36 4.79 4.98 3.82 4.21 4 -23 10

GR 3.55 3.61 3.81 3.88 2 6 2

IT 3.84 3.76 3.55 3.81 -2 -6 7

UK 4.86 3.60 3.57 3.41 3.52 -1 -4 3

FI 2.89 3.15 2.99 3.31 9 -5 11

ES 4.79 4.50 4.52 3.58 3.49 3.42 3.26 -2 -2 -4

DK 3.98 3.47 3.07 3.12 -13 -12 2

PT 3.27 2.88 5.26 3.18 3.05 2.99 3.00 -4 -2 0

NL 2.86 2.91 2.29 2.64 2.78 2.69 2.63 5 -3 -2

AT 2.72 2.75 2.76 2.62 2.51 0 -5 -4

SE 2.96 2.11 2.86 2.62 2.23 2.38 -8 -15 7

DE 2.37 2.29 2.24 2.18 -3 -2 -3

BE 2.11 1.84 1.81 1.84 1.76 2.03 2 -4 15

FR 1.99 1.92 1.86 1.96 -3 -3 5

LU 0.93 1.44 1.16 1.05 1.07 1.12 1.32 2 5 17

EURO weighted 2.72 2.65 2.57 2.49 -2 -3 -3

EU weighted 2.90 2.85 2.72 2.79 -2 -4 2

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Return on equity (weighted)
(percentage points)

1980 1985 1990 1995 1996 1997 1998

IE 21.3 13.8 26.8 27.3 28.7 28.4 32.6

FI 8.4 9.3 6.1 -8.3 13.8 22.2 27.4

UK 5.1 14.3 26.5 25.6 25.8

LU 16.6 28.9 22.4 17.8 18.0 19.7 23.1

NL 31.0 29.0 18.0 20.8 22.0 19.3 22.0

DE 14.1 13.3 12.8 19.3

ES 12.4 17.7 23.1 15.2 16.1 17.1 17.4

GR 20.2 15.9 16.3 17.2

SE 29.3 9.4 16.0 19.8 12.1 15.6

DK 20.0 17.1 15.8 15.5

BE 13.3 11.0 13.1 15.3 15.1 14.7

IT 6.3 8.3 5.9 13.3

PT 15.5 11.7 13.0 8.2 8.5 10.4 10.0

FR 3.2 4.3 7.4 9.6

AT 10.1 9.2 9.1 8.9 8.4

EURO weighted 10.2 11.2 11.4 15.8

EU weighted 11.4 14.2 13.9 17.4

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Notes:
1) ROE ratios include profits before tax.
2) For DE, ROE was calculated with respect to the yearly averages of equity. 
3) For the UK, ROE figures are unweighted. 
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Return on assets (weighted)
(percentage points)

1980 1985 1990 1995 1996 1997 1998

IE 1.26 0.78 1.27 1.54 1.78 1.44 1.72

FI 0.29 0.36 0.39 -0.25 0.49 0.89 1.20

UK 0.29 0.71 1.04 1.15 1.15

GR 1.00 0.74 0.82 1.02

DK 1.33 1.17 1.03 0.97

ES 0.74 0.83 1.36 0.88 0.88 0.94 0.94

IT 0.43 0.56 0.40 0.94

SE 1.31 0.48 0.97 1.14 0.72 0.90

LU 0.55 1.04 0.73 0.56 0.57 0.64 0.81

NL 0.96 1.09 0.72 0.87 0.90 0.83 0.77

DE 0.46 0.62 0.40 0.52 0.48 0.45 0.66

PT 0.49 0.32 0.93 0.55 0.55 0.63 0.61

BE 0.39 0.28 0.33 0.38 0.39 0.45

AT 0.39 0.41 0.41 0.42 0.41

FR 0.14 0.18 0.29 0.39

EURO weighted 0.46 0.50 0.49 0.69

EU weighted 0.54 0.62 0.62 0.78

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: ROA ratios include profits before tax.
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Operating cost/operating income 
(percentage points)

1980 1985 1990 1995 1996 1997 1998

SE 52 63 71 71

NL 66 63 68 67 68 69 71

FR 66 70 69 68

AT 70 69 69 69 68

IT 70 69 73 65

ES 73 63 67 66 64 64 64

BE 70 67 68 63

GR 65 70 62 63

DK 68 68 68 63

DE 59 58 58 60

FI 69 65 56 57

UK 66 64 62 61 57

PT 55 68 42 64 63 59 55

IE 70 70 67 64 61 61 55

LU 38 27 32 35 37 35 39

EURO weighted 65 65 65 64

EU weighted 64 64 64 63

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.
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Rank of  non-interest income/operating income and ROE ratios.
Spearmans’ rank correlation test 

1998 1997

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

LU 1 4 GR 1 7

SE 2 9 FR 2 14

FR 3 14 LU 3 4

AT 4 15 AT 4 13

IT 5 12 SE 5 11

GR 6 8 FI 6 3

BE 7 11 NL 7 5

FI 8 2 IT 8 15

PT 9 13 UK 9 2

NL 10 5 IE 10 1

IE 11 1 BE 11 9

UK 12 3 PT 12 12

DK 13 10 ES 13 6

ES 14 7 DK 14 8

DE 15 6 DE 15 10

Spearman’s rank correlation
coefficient

-0.37 Spearman’s rank correlation
coefficient

-0.08

1995

C
ou

nt
ri

es

 Non-interest income/
operating income

ROE

GR 1 3

UK 2 8

AT 3 11

FI 4 15

LU 5 5

FR 6 14

NL 7 2

BE 8 10

IE 9 1

IT 10 13

SE 11 6

DK 12 4

ES 13 7

PT 14 12

DE 15 9

Spearman’s rank correlation
coefficient

0.01

Source: National central banks and supervisory authorities represented in the Banking Supervision Committee.

Note: The numbers in the columns above (non-interest income/operating income and ROE) represent the ranking order of the EU countries
on the basis of the respective ratios (Tables 19 and 23).
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Rank of  non-interest income/operating income and operating cost/operating income ratios 
Spearman’s rank correlation test 

1998 1997

C
ou

nt
ri

es

 Non-interest
income/operating

 income

Operating
cost/

operating
income

C
ou

nt
ri

es

 Non-interest
income/operating

 income

Operating
cost/

operating
income

LU 1 15 GR 1 9

SE 2 1 FR 2 4

FR 3 3 LU 3 15

AT 4 4 AT 4 5

IT 5 5 SE 5 2

GR 6 8 FI 6 14

BE 7 7 NL 7 3

FI 8 11 IT 8 1

PT 9 13 UK 9 10

NL 10 2 IE 10 11

IE 11 14 BE 11 6

UK 12 12 PT 12 12

DK 13 9 ES 13 8

ES 14 6 DK 14 7

DE 15 10 DE 15 13
Spearman’s rank correlation
coefficient

0.28 Spearman’s rank correlation
coefficient

0.19

1995

C
ou

nt
ri

es

 Non-interest
income/operating

income

Operating
cost/

operating
income

GR 1 9

UK 2 12

AT 3 3

FI 4 4

LU 5 15

FR 6 7

NL 7 6

BE 8 2

IE 9 10

IT 10 1

SE 11 14

DK 12 5

ES 13 8

PT 14 11

DE 15 13
Spearman’s rank correlation
coefficient

0.14

Source: National central banks and supervisory authorities represented on the Banking Supervision Committee.
Note: The numbers in the columns above (non-interest income/operating income and operating cost/operating income) represent the ranking
order of the EU countries  on the basis of the respective ratios (Tables 19 and 25).
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Correlation of income sources 
Correlation of net interest income and non-interest income 
(both expressed as a percentage of the average balance sheet total)

Period covered Sector for OECD sample Correlation coefficient

AT 1987-96 All banks

BE 1981-97 All banks

DK 1980-97 Commercial banks and

savings banks

FI 1980-97 All banks

FR 1988-97 All banks

DE 1980-96 All banks

GR 1989-96 Commercial banks

IE 1995-97 All banks

IT 1984-97 All banks

LU 1980-97 Commercial banks

NL 1980-96 All banks

PT 1980-97 Commercial banks

ES 1980-97 All banks

SE 1980-97 Commercial banks

UK 1984-97 Commercial banks

-0.13

-0.05

0.11

0.16

-0.90

-0.26

0.17

0.99

0.45

-0.67

-0.17

-0.03

-0.51

0.32

0.54

Unweighted Weighted

EU average 0.00 -0.09

euro area average -0.10 -0.25

United States 1980-96 0.80

Japan 1980-95 -0.20

Switzerland 1980-96 0.45

Source: OECD Bank Profitability.
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Measurement of volatility
Coefficient of variation
Net interest income
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1987-97 6.93

BE 1981-97 31.84

DK 1980-97 16.39

FI 1980-97 24.10

FR 1988-97 25.94

DE 1980-97 9.77

GR 1989-97 18.70

IE 1995-97 15.48

IT 1984-97 10.87

LU 1980-97 21.22

NL 1980-97 12.79

PT 1980-97 32.70

ES 1980-97 16.59

SE 1980-97 13.83

UK 1984-97 15.04

Unweighted    Weighted

EU average 18.13 15.68

euro area average 18.93 15.81

United States 1980-96 10.41

Japan 1980-95 15.15

Switzerland 1980-96 11.20

Source: OECD Bank Profitability.
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Coefficient of variation  
Non-interest income 
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1987-97 29.29

BE 1981-97 18.76

DK 1980-97 124.23

FI 1980-97 13.87

FR 1988-97 28.87

DE 1980-97 12.18

GR 1989-97 13.59

IE 1995-97 6.20

IT 1984-97 17.40

LU 1980-97 29.04

NL 1980-97 11.76

PT 1980-97 22.91

ES 1980-97 15.08

SE 1980-97 52.25

UK 1984-97 11.82

Unweighted    Weighted

EU average 27.15 20.17

euro area average 18.67 18.04

United States 1980-96 24.16

Japan 1980-95 62.44

Switzerland 1980-96 17.93

Source: OECD Bank Profitability.
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Coefficient of variation  
Net interest income minus total provisions
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1989-97 8.08

BE 1981-97 35.20

DK 1980-97 17.83

FI 1980-97 18.28

FR 1988-97 45.29

DE 1980-97 9.70

GR 1989-97 20.67

IE 1995-97 15.62

IT 1984-97 15.65

LU 1980-97 21.63

NL 1980-97 16.05

PT 1980-97 27.97

ES 1980-97 19.75

SE 1980-97 57.29

UK 1984-97 22.69

Unweighted    Weighted

EU average 23.45 22.51

euro  average 21.20 21.38

United States 1980-96 14.22

Japan 1980-95 19.13

Switzerland 1980-96 23.56

Source: OECD Bank Profitability.
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Coefficient of variation  
Net interest income minus provisions on loans
(as a percentage of the average balance sheet total)

Period Coefficient of variation

AT 1989-97 11.70

BE 1993-97 6.68

DK 1980-97 16.63

FI 1980-97 21.81

FR 1988-97 43.10

DE 1980-97 9.63

GR 1989-97 20.07

IE 1995-97 15.62

IT 1984-97 16.22

NL 1993-97 3.09

PT 1990-97 27.66

ES 1980-97 18.30

SE 1980-97(1) 69.64

Unweighted

EU-13 average 21.55

Euro-10 average 17.38

United States 1980-96 14.22

Japan 1980-95 19.06

1) Data are not available for the period from 1992 to 1996.

Note: For the sectors of the banking system in each country included in the OECD sample, see Table 22.
Source: OECD Bank Profitability.
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Volatility of non-interest income and its components
Coefficient of variation of non-interest income and its components
(sorted by the non-interest income coefficient of variation in descending order)

Period from 1993 to 1998
Non-interest

income
Fees and

commissions
Income from

securities
Profit on
financial

operations

Other operating
income

DK 38 19 69 161 44

PT 37 33 67 40 30

LU 31 27 17 46 85

SE 32 9 105 68 49

ES 30 18 19 96 30

IT 29 32 75 59 29

FR 28 16 93 36

BE 25 30 21 37 10

NL 25 22 61 27 22

DE 21 13 33 50 63

GR 18 13 22 35 24

AT 13 12 35 14 9
EU-12 average
(unweighted)

27 20 51 56 36

Sources: National central banks and supervisory authorities represented on the Banking Supervision Committee.

Notes
1)  The coefficient of variation was calculated on the basis of data provided by national authorities.The approach followed included, first,

the conversion of all amounts into ECU and, second, the calculation of the co-efficient of variation. This implies a different
methodology (based on nominal values) than the one followed in the calculation of the volatility (co-efficient of variation) of interest
and non-interest income (based on ratios, see Tables 29A to 29D).

2) Other operating income was not reported as a different sub-category by FR for the period from 1993 to 1997. whereas the figure
reported for 1998 was negligible as a percentage of non-interest income. The EU unweighted average of the coefficient of variation for
other operating income has been calculated for the remaining 11 countries mentioned in this table.
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