
 

 
 
 
 

 

 
 
 

 
 
Asia Investor Group on Climate Change (AIGCC) 
 
 
 
 
Submission to: 
 

Bank Negara Malaysia Climate Change and 
Principle-based Taxonomy Discussion Paper 
 
 
 
April 2020 
 
 
 
 
 
 
 
 
 
 
 
Shin Furuno 
shin.furuno@aigcc.net  
www.aigcc.net 
 

mailto:shin.furuno@aigcc.net


�
$VLD�,QYHVWRU�*URXS�RQ�&OLPDWH�

&KDQJH�
$%1����������������

/HYHO��������0DUNHW�6WUHHW���
6\GQH\��$XVWUDOLD�

3������������������
ZZZ�DLJFF�QHW�

�
�
���$SULO������
�
3HQJDUDK�
-DEDWDQ�3HQ\HOLDDQ�.RQJORPHUDW�.HZDQJDQ�
%DQN�1HJDUD�0DOD\VLD�
-DODQ�'DWR¶�2QQ�
������.XDOD�/XPSXU��
FOLPDWHFKDQJH#EQP�JRY�P\�
�
5H��'LVFXVVLRQ�3DSHU�RQ�&OLPDWH�&KDQJH�DQG�3ULQFLSOH�EDVHG�7D[RQRP\��
�
7KH $VLD ,QYHVWRU *URXS RQ &OLPDWH &KDQJH �$,*&&� ZHOFRPHV WKH RSSRUWXQLW\ WR UHVSRQG� � � � � � � � � � � � �
WR SXEOLF FRQVXOWDWLRQ RQ WKH 'LVFXVVLRQ 3DSHU RQ &OLPDWH &KDQJH DQG 3ULQFLSOH�EDVHG� � � � � � � � � � � �
7D[RQRP\�E\�%DQN�1HJDUD�0DOD\VLD���
�
$,*&& PHPEHUV LQFOXGH �� $VLDQ DQG LQWHUQDWLRQDO LQVWLWXWLRQDO LQYHVWRUV DFWLYH LQ WKH� � � � � � � � � � � �
UHJLRQ ZLWK RYHU 86�� WULOOLRQ IXQGV XQGHU PDQDJHPHQW� DORQJ ZLWK PHPEHUV RI WKH� � � � � � � � � � � � �
LQYHVWPHQW�FRPPXQLW\�IRFXVHG�RQ�WKH�LPSDFWV�RI�FOLPDWH�DQG�HQHUJ\�LVVXHV���
�
$,*&& LV DOVR WKH $VLD SDUWQHU RUJDQLVDWLRQ RI WKH *OREDO ,QYHVWRU &RDOLWLRQ RQ &OLPDWH� � � � � � � � � � � � � �
&KDQJH �*,&� � D FRDOLWLRQ RI IRXU UHJLRQDO LQYHVWRU JURXSV ZRUNLQJ FROODERUDWLYHO\ RQ JOREDO� � � � � � � � � � � � �

�

FOLPDWH LQLWLDWLYHV DQG HQJDJLQJ ZLWK PHPEHUV LQ RXU ORFDO PDUNHWV WR LPSOHPHQW LQYHVWRU� � � � � � � � � � � � �
DFWLRQ�RQ�FOLPDWH�FKDQJH���
�
$,*&& PHPEHUV DUH LQYHVWHG DFURVV $VLDQ HFRQRPLHV DQG DUH SDUW RZQHUV RI PDQ\ RI� � � � � � � � � � � � � �
$VLD¶V ODUJH FRPSDQLHV� $V PDQDJHUV RI UHWLUHPHQW VDYLQJV DQG SRROHG LQYHVWPHQWV ZH DUH� � � � � � � � � � � � �
FRQFHUQHG ZLWK WKH HYLGHQW DQG LQFUHDVLQJ LPSDFWV RI FOLPDWH FKDQJH RQ WKH JOREDO DQG� � � � � � � � � � � � � �
$VLDQ�HFRQRPLHV�DQG�WKH�IORZ�WKURXJK�LPSDFWV�IRU�LQYHVWPHQW�UHWXUQV���
�
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2YHUDOO�FRPPHQWV�RQ�WKH�FRQVXOWDWLRQ�
,Q UHFHQW \HDUV� ZH KDYH ZLWQHVVHG D VKLIW LQ KRZ WKH $VLDQ EXVLQHVV DQG ILQDQFLDO� � � � � � � � � � � � � � �
FRPPXQLW\ YLHZV FOLPDWH FKDQJH DQG WKH QHHG WR UHGXFH JUHHQKRXVH JDV �*+*� HPLVVLRQV�� � � � � � � � � � � � �
&OLPDWH FKDQJH KDV PRYHG IURP EHLQJ VHHQ SULPDULO\ DV DQ HQYLURQPHQWDO LVVXH WR EHLQJ� � � � � � � � � � � � � �
XQGHUVWRRG DV D ILQDQFLDO ULVN� :KHWKHU SK\VLFDO� UHJXODWRU\ RU PDUNHW�GULYHQ� FOLPDWH FKDQJH� � � � � � � � � � � �
KDV ILQDQFLDO LPSOLFDWLRQV IRU EXVLQHVV DQG LQYHVWRUV DQG *+* HPLVVLRQV KDYH D ERWWRP OLQH� � � � � � � � � � � � � �
LPSDFW�� �
�
$V�WKH�GHPDQG�IRU�ORZ�FDUERQ�LQYHVWPHQWV�LQFUHDVHV�JOREDOO\��LQYHVWRUV�DUH�ORRNLQJ�IRU�
JUHDWHU�FODULW\�DQG�JXLGDQFH�WR�LGHQWLI\�LQYHVWPHQW�RSSRUWXQLWLHV�WKDW�FRQWULEXWH�WR�FOLPDWH�
FKDQJH�PLWLJDWLRQ�DQG�ZH�ZHOFRPH�WKH�HIIRUWV�RI�%DQN�1HJDUD�0DOD\VLD�DQG�WKH�6HFXULWLHV�
&RPPLVVLRQ�RI�0DOD\VLD�WR�HQKDQFH�WKH�VWDQGDUGLVDWLRQ�DQG�FRPSDUDELOLW\�RI�VXVWDLQDEOH�
LQYHVWPHQW�DVVHWV�DQG�XQGHUO\LQJ�HFRQRPLF�DFWLYLWLHV�WKURXJK�D�SULQFLSOH�EDVHG�WD[RQRP\�� �
�
:H DUH HQFRXUDJHG E\ WKH UHFRPPHQGDWLRQV RXWOLQHG LQ WKH �6XVWDLQDEOH DQG 5HVSRQVLEOH� � � � � � � � � � � �
,QYHVWPHQW 5RDGPDS IRU WKH 0DOD\VLDQ &DSLWDO 0DUNHW�������� ZKLFK LGHQWLILHV WKH QHHG IRU D� � � � � � � � � � � � �
³WD[RQRP\ WKDW LV DOLJQHG WR JOREDO VWDQGDUGV FUHDWHV D XQLIRUP DQG KDUPRQLVHG� � � � � � � � � � � �
FODVVLILFDWLRQ V\VWHP WKDW VHUYHV DV D XVHIXO UHIHUHQFH SRLQW IRU LVVXHUV� PDUNHW SUDFWLWLRQHUV�� � � � � � � � � � � � �
LQYHVWRUV�DQG�RWKHU�VWDNHKROGHUV�ERWK�GRPHVWLF�DQG�LQWHUQDWLRQDO�´��
�
$,*&&�UHVSRQVH�WR�LQWHJUDWLRQ�RI�FOLPDWH�UHODWHG�ULVNV�IRU�6XSHUYLVHG�,QVWLWXWLRQV�
:H�ZHOFRPH�WKH�JXLGDQFH�SURYLGHG�E\�%DQN�1HJDUD�0DOD\VLD�LQ�LGHQWLI\LQJ�FOLPDWH�FKDQJH�
DV�D�PDWHULDO�VRXUFH�RI�ULVN�WKDW�FRXOG�SRVH�WKUHDWV�WR�ILQDQFLDO�VWDELOLW\��:H�VXSSRUW�WKH�
H[SHFWDWLRQ�RQ�6XSHUYLVHG�,QVWLWXWLRQV��EDQNV��LQVXUHUV�UHLQVXUHUV��GHYHORSPHQW�ILQDQFH�
LQVWLWXWLRQV��³WR�LQWHJUDWH�FOLPDWH�UHODWHG�ULVNV�DQG�FRQVLGHUDWLRQV�LQWR�WKHLU�EXVLQHVV�
VWUDWHJLHV�DQG�ULVN�PDQDJHPHQW�SUDFWLFHV´��E\���

� (QKDQFLQJ�JRYHUQDQFH��RYHUVLJKW�DQG�RUJDQLVDWLRQDO�VWUXFWXUH�WR�FRQVLGHU�
FOLPDWH�FKDQJH�IDFWRUV���

� ,QFUHDVLQJ�DZDUHQHVV�DQG�XQGHUVWDQGLQJ��EXLOG�FRPSHWHQFLHV�DQG�
FDSDELOLWLHV�WR�LQWHJUDWH�FOLPDWH�UHODWHG�ULVNV�LQWR�WKH�H[LVWLQJ�PDQDJHPHQW�
IUDPHZRUN��DQG�

� 3URPRWLQJ�WUDQVSDUHQF\�WKURXJK�YROXQWDU\�GLVFORVXUH�RI�FOLPDWH�UHODWHG�ULVNV�
LQ�OLQH�ZLWK�WKH�7&)'�UHFRPPHQGDWLRQV���

:LWK�UHVSHFW�WR�HQKDQFHG�JRYHUQDQFH�DQG�RYHUVLJKW�RI�PDWHULDO�FOLPDWH�LVVXHV��ZH�
HQFRXUDJH�%RDUG�OHYHO�RYHUVLJKW�RI�FOLPDWH�UHODWHG�LPSDFWV�DQG�UHIHUHQFH�WR�VHFWRU�VSHFLILF�
JXLGHV�VXFK�DV�WKH��*,&�6HFWRU�5HSRUWV��DQG�WKH��7&)'�,PSOHPHQWDWLRQ�*XLGH ��GHYHORSHG�E\�
7KH�&OLPDWH�'LVFORVXUH�6WDQGDUGV�%RDUG��&'6%��DQG�WKH�6XVWDLQDELOLW\�$FFRXQWLQJ�
6WDQGDUGV�%RDUG��6$6%���WR�GHWHUPLQH�WKH�PDWHULDOLW\�RI�FOLPDWH�LPSDFWV�DW�D�VHFWRUDO�OHYHO���
�
$V�D�PHPEHU�RUJDQLVDWLRQ�ZLWK�D�PDQGDWH�WR�LQFUHDVH�WKH�DZDUHQHVV�DQG�XQGHUVWDQGLQJ�RI�
$VLDQ�DVVHW�RZQHUV�DQG�PDQDJHUV�RQ�WKH�LQWHJUDWLRQ�RI�FOLPDWH�ULVNV�DQG�RSSRUWXQLWLHV�LQ�WKH�
LQYHVWPHQW�SURFHVV��ZH�VWDQG�DYDLODEOH�WR�VXSSRUW�LQYHVWRUV�DQG�UHODWHG�ILQDQFLDO�
VWDNHKROGHUV�LQ�0DOD\VLD�WR�VKDUH�NQRZOHGJH�DQG�EHVW�SUDFWLFHV�DW�D�UHJLRQDO�OHYHO�WKURXJK�
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RUJDQLVLQJ�&�VXLWH�URXQGWDEOHV��ZRUNVKRSV�DQG�ZHELQDUV�WR�EXLOG�FRPSHWHQFLHV�LQ�WKLV�
UHJDUG���
�
2Q�SURPRWLQJ�WUDQVSDUHQF\�DQG�GLVFORVXUH�RI�FOLPDWH�UHODWHG�ULVNV��WKH�7DVN�)RUFH�RQ�
&OLPDWH�UHODWHG�)LQDQFLDO�'LVFORVXUHV��7&)'���5HFRPPHQGDWLRQV�KDV�EHHQ�ZLGHO\�DGRSWHG�
DQG�LV�D�UHFRPPHQGHG�UHIHUHQFH�IRU�LVVXHUV�HPEDUNLQJ�RQ�WKH�MRXUQH\�RI�FOLPDWH�ULVN�
GLVFORVXUH��,Q�OLQH�ZLWK�WKH�7&)'��ZH�HQFRXUDJH�LVVXHUV�WR�UHYLHZ�DQG�DVVHVV�WKH�LPSDFW�RI�
FOLPDWH�UHODWHG�ULVNV�ZKLFK�LV�EURDGO\�GLYLGHG�LQWR�WUDQVLWLRQ�DQG�SK\VLFDO�ULVNV��,VVXHUV�DUH�
DOVR�UHFRPPHQGHG�WR�FRQVLGHU�ORQJHU�WHUP�VWUDWHJLHV�DQG�GLVFORVH�WUDQVLWLRQ�SODQV�DQG�
HPLVVLRQV�UHGXFWLRQ�WDUJHWV�LQFOXGLQJ�RSSRUWXQLWLHV�WR�DOORFDWH�FDSLWDO�WR�ORZHU�FDUERQ�
HFRQRPLF�DFWLYLWLHV�DQG�VSHFLILF�PHDVXUHV�DFURVV�WKH�YDOXH�FKDLQ�WR�EXLOG�UHVLOLHQFH�DJDLQVW�
FOLPDWH�FKDQJH�HIIHFWV��8OWLPDWHO\��LVVXHUV�DUH�HQFRXUDJHG�WR�SURYLGH�GHFLVLRQ�XVHIXO�
LQIRUPDWLRQ�RQ�ILQDQFLDO�LPSOLFDWLRQV�DVVRFLDWHG�ZLWK�FOLPDWH�FKDQJH��
�
$,*&&�UHVSRQVH�WR�$VVHVVPHQW�RI�(FRQRPLF�$FWLYLWLHV�
:H�ZHOFRPH�WKH�LQLWLDO�SURSRVDO�IRU�D�FODVVLILFDWLRQ�V\VWHP�WR�SURPRWH�WKH�WUDQVLWLRQ�WRZDUGV�
D�ORZ�FDUERQ�DQG�FOLPDWH�UHVLOLHQW�HFRQRP\��E\�³LQFHQWLYLVLQJ�WUDQVLWLRQV��VXSSRUWLQJ�
HFRQRPLF�DFWLYLWLHV�LQ�ORZ�FDUERQ�VHFWRUV�DQG�IDFLOLWDWLQJ�GHFDUERQLVDWLRQ�RI�H[LVWLQJ�
LQGXVWULHV´���*LYHQ�WKH�JXLGDQFH�IRU�6XSHUYLVHG�,QVWLWXWLRQV�WR�DVVHVV�DQ�HFRQRPLF�DFWLYLW\�
DQG�LWV�LPSDFW�WR�WKH�EURDGHU�HQYLURQPHQW�EDVHG�RQ���*XLGLQJ�3ULQFLSOHV��ZH�RIIHU�FRPPHQWV�
RQ�WKH�SULQFLSOHV�EHORZ�LQ�WXUQ���
�

*XLGLQJ�3ULQFLSOH����&OLPDWH�&KDQJH�0LWLJDWLRQ�
7KH�REMHFWLYH�RI�FOLPDWH�FKDQJH�PLWLJDWLRQ�WR�UHGXFH�*+*�HPLVVLRQV�LQ�WKH�DWPRVSKHUH�LV�
FOHDU�DW�IDFH�YDOXH��DQG�WKH�VSHFLILF�DFWLYLWLHV�QRWHG�WKDW�HLWKHU�DYRLG�*+*�HPLVVLRQV��UHGXFH�
*+*�HPLVVLRQV��RU�HQDEOH�RWKHUV�WR�DYRLG�RU�UHGXFH�*+*�HPLVVLRQV��LQFOXGLQJ�UHQHZDEOH�
HQHUJ\�SRZHU�JHQHUDWLRQ��RSWLPLVLQJ�HQHUJ\�FRQVXPSWLRQ��HQHUJ\�HIILFLHQF\���ORZ�FDUERQ�
PRELOLW\��DQG�JUHHQ�EXLOGLQJV�SURYLGH�DQ�HDVLO\�XQGHUVWRRG�OLVW�RI�ZKDW�FRXOG�EH�EURDGO\�
FODVVLILHG�DV�VXEVWDQWLDOO\�FRQWULEXWLQJ�WR�FOLPDWH�PLWLJDWLRQ��+RZHYHU��DQ�LPSRUWDQW�PHWULF�IRU�
DVVHVVLQJ�ZKHWKHU�DQ�DFWLYLW\�VXEVWDQWLDOO\�FRQWULEXWHV�WR�FOLPDWH�PLWLJDWLRQ�LV�ZKHWKHU�DQ�
DFWLYLW\�LV�FRQVLVWHQW�ZLWK�PHGLXP�DQG�ORQJ�WHUP�FOLPDWH�JRDOV��DQG�DVVRFLDWHG�HPLVVLRQV�
UHGXFWLRQ�WDUJHWV��DV�RXWOLQHG�LQ�(8�WD[RQRP\��:H�ZRXOG�HQFRXUDJH�WKH�LQFOXVLRQ�RI�ERWK�
PHGLXP�DQG�ORQJ�WHUP�FOLPDWH�JRDOV�IRU�0DOD\VLD��DV�D�PDMRU�GHWHUPLQDQW�RI�ZKHWKHU�DQ�
DFWLYLW\�FDQ�EH�GHHPHG�WR�VXEVWDQWLDOO\�FRQWULEXWH�WR�FOLPDWH�FKDQJH�PLWLJDWLRQ��,Q�SDUWLFXODU��
WKH�OLVW�RI�³JUHHQ�DQG�HQYLURQPHQWDOO\�IULHQGO\�HFRQRPLF�DFWLYLWLHV´�SURYLGHG�LQ�$QQH[�,9��
LQFOXGHV�VRPH�WHFKQRORJLHV�DVVRFLDWHG�ZLWK�H[LVWLQJ�IRVVLO�IXHO�EDVHG�HQHUJ\�VRXUFHV��ZKLFK�
ZRXOG�EH�H[FOXGHG�LQ�WKH�(8�VXVWDLQDEOH�ILQDQFH�WD[RQRP\���

D� (QHUJ\�HIILFLHQF\���³ERLOHU�ZLWK�HQHUJ\�HIILFLHQW�DOWHUQDWLYHV´��
E� 0DQXIDFWXULQJ���FDUERQ�VFUXEEHU�IDFLOLWLHV�DQG�SURGXFWV�IRU�FOHDQ�XS�

DQG�WUHDWPHQW�RI�H[KDXVW�JDVHV�IURP�LQGXVWULDO�SODQWV�
�

:H�QRWH�WKH�(8�WD[RQRP\�VSHFLILFDOO\�H[FOXGHV�DFWLYLWLHV�GHHPHG�QRW�WR�PDNH�D�³VXEVWDQWLDO�
FRQWULEXWLRQ�WR�FOLPDWH�FKDQJH�PLWLJDWLRQ´�DV�SHU�75�$UWLFOH�����D���ZKLFK�VWDWHV�WKDW�³SRZHU�
JHQHUDWLRQ�DFWLYLWLHV�WKDW�XVH�VROLG�IRVVLO�IXHOV�DUH�QRW�FRQVLGHUHG�HQYLURQPHQWDOO\�
VXVWDLQDEOH�HFRQRPLF�DFWLYLWLHV´�DQG�$UWLFOH�����E���ZKLFK�VWDWHV�WKDW�LPSURYHPHQW�LQ�HQHUJ\�
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HIILFLHQF\�LQ�SRZHU�JHQHUDWLRQ�DFWLYLWLHV�UHIHUUHG�WR�LQ�$UWLFOH�����D��FDQQRW�EH�FRQVLGHUHG�WR�
PDNH�D�VXEVWDQWLDO�FRQWULEXWLRQ�WR�FOLPDWH�FKDQJH�PLWLJDWLRQ���*LYHQ�WKHVH�H[FOXVLRQV��ZH�
UHFRPPHQG�WKDW�KDUPRQL]DWLRQ�ZLWK�H[LVWLQJ�JOREDO�VWDQGDUGV�EH�FRQVLGHUHG�DQG�JUHDWHU�
FODULW\�RQ�WHFKQLFDO�VWDQGDUGV�IRU�HOLJLELOLW\�DUH�SURGXFHG��ZLWK�UHIHUHQFH�WR�WKH�(8�WD[RQRP\�
DQG�0DOD\VLD¶V�PHGLXP�DQG�ORQJ�WHUP�FOLPDWH�JRDOV���
�
�

*XLGLQJ�3ULQFLSOH����&OLPDWH�&KDQJH�$GDSWDWLRQ�
7KH�REMHFWLYH�RI�FOLPDWH�FKDQJH�DGDSWDWLRQ�WR�³LQFUHDVH�UHVLOLHQFH�LQ�RUGHU�WR�ZLWKVWDQG�WKH�
QHJDWLYH�SK\VLFDO�HIIHFWV�RI�FXUUHQW�DQG�IXWXUH�FOLPDWH�FKDQJH´�DQG�WKH�GHILQLWLRQ�RI�
HFRQRPLF�DFWLYLW\�FRQVLGHUHG�WR�PHHW�FOLPDWH�FKDQJH�DGDSWDWLRQ�WKURXJK�³PHDVXUHV�WR�
LQFUHDVH�RZQ�UHVLOLHQFH�RU�HQDEOH�RWKHU�HFRQRPLF�DFWLYLWLHV�WR�DGDSW�WR�FOLPDWH�FKDQJH´�LV�
QRWHG��$V�SHU�WKH�(8�WD[RQRP\��D�SURFHVV�WR�GHWHUPLQH�LI�DQ�DFWLYLW\�VXEVWDQWLDOO\�
FRQWULEXWHV�WR�DGDSWDWLRQ�DQG�EURDGHU�V\VWHP¶V�FOLPDWH�UHVLOLHQFH�LV�UHFRPPHQGHG��7KLV�
ZRXOG�LQYROYH���

D��DVVHVVLQJ�WKH�H[SHFWHG�QHJDWLYH�SK\VLFDO�HIIHFWV�RI�FOLPDWH�FKDQJH�RQ�WKH�
XQGHUO\LQJ�HFRQRPLF�DFWLYLW\�WKDW�LV�WKH�IRFXV�RI�UHVLOLHQFH�EXLOGLQJ�HIIRUWV��GUDZLQJ�RQ�
UREXVW�HYLGHQFH�DQG�OHYHUDJLQJ�DSSURSULDWH�FOLPDWH�LQIRUPDWLRQ��DQG��
E��GHPRQVWUDWLQJ�KRZ�WKH�HFRQRPLF�DFWLYLW\�ZLOO�DGGUHVV�WKH�LGHQWLILHG�QHJDWLYH�
SK\VLFDO�HIIHFWV�RI�FOLPDWH�FKDQJH�RU�ZLOO�SUHYHQW�DQ�LQFUHDVH�RU�VKLIWLQJ�RI�WKHVH�
QHJDWLYH�SK\VLFDO�HIIHFWV���

�
�

*XLGLQJ�3ULQFLSOH����1R�6LJQLILFDQW�+DUP�WR�WKH�(QYLURQPHQW��
5HFRJQLWLRQ�WKDW�ZKLOH�DQ�HFRQRPLF�DFWLYLW\�PD\�FRQWULEXWH�WRZDUGV�FOLPDWH�ULVN�PLWLJDWLRQ�
DQG�DGDSWDWLRQ��WKH�RYHUDOO�EXVLQHVV�PXVW�DOVR�GHPRQVWUDWH�DGHTXDWH�FRQVLGHUDWLRQ�RI�
LPSDFWV�RQ�WKH�ZLGHU�HFRV\VWHP�ZKHUH�WKH�HFRQRPLF�DFWLYLW\�WDNHV�SODFH�LV�ZHOFRPH��,Q�
DGGLWLRQ�WR�FULWHULD�UHODWHG�WR�SROOXWLRQ��HFRV\VWHP�KHDOWK�DQG�ELRGLYHUVLW\�DQG�VXVWDLQDEOH�
XVH�RI�QDWXUDO�UHVRXUFHV��VRPH�UHIHUHQFH�WR�DYRLGLQJ�D�ORFN�LQ�RI�DVVHWV�WKDW�XQGHUPLQH�
ORQJ�WHUP�FOLPDWH�JRDOV��FRQVLGHULQJ�WKH�HFRQRPLF�OLIHWLPH�RI�WKRVH�DVVHWV�DV�SHU�WKH�(8�
7D[RQRP\��ZRXOG�VWUHQJWKHQ�WKLV�SULQFLSOH�WR�DYRLG�VLJQLILFDQW�KDUP�WR�WKH�RYHUDOO�JRDOV�RI�
WKH�WD[RQRP\��$Q�H[DPSOH�IURP�PLWLJDWLRQ�FRXOG�EH�WKH�FOHDU�IHOOLQJ�RI�YLUJLQ�IRUHVWV�IRU�
SRZHU�LQIUDVWUXFWXUH���XQGHUPLQLQJ�ERWK�PLWLJDWLRQ�DQG�HFRV\VWHP�UHVLOLHQFH��RU�FRQVWUXFWLRQ�
RI�HQHUJ\�LQWHQVLYH�DGDSWDWLRQ�LQIUDVWUXFWXUH�WKDW�PD\�XQGHUPLQH�PLWLJDWLRQ�JRDOV���

:H�QRWH�WKH�JXLGDQFH�SURYLGHG�E\�WKH�(8�6XVWDLQDEOH�)LQDQFH�7(*��ZKLFK�VWDWHV��³WR�EH�
LQFOXGHG�LQ�WKH�7D[RQRP\��DQ�HFRQRPLF�DFWLYLW\�PXVW�KDYH�FULWHULD�IRU�WKH�DYRLGDQFH�RI�
VLJQLILFDQW�KDUP�WR�WKH�RWKHU�HQYLURQPHQWDO�REMHFWLYHV��LQFOXGLQJ�FOLPDWH�FKDQJH�PLWLJDWLRQ´��
7KLV�PHDQV�WKDW�DFWLYLWLHV�ZKLFK�XQGHUPLQH�FOLPDWH�FKDQJH�PLWLJDWLRQ�REMHFWLYHV�FRXOG�QRW�
FRXQW�LPSURYHPHQWV�LQ�WKHLU�UHVLOLHQFH�DV�7D[RQRP\�DOLJQHG��$GRSWLRQ�RI�D�FOHDU�SULQFLSOH�LQ�
WKLV�UHJDUG�ZRXOG�PLQLPL]H�WKH�ULVN�WKDW�DFWLYLWLHV�LQFOXGHG�LQ�WKH�WD[RQRP\�PD\�XQGHUPLQH�
WKH�RYHUDOO�REMHFWLYHV�RI�WKH�WD[RQRP\�LWVHOI�WR�SURPRWH�WKH�WUDQVLWLRQ�WRZDUGV�D�ORZ�FDUERQ�
DQG�FOLPDWH�UHVLOLHQW�HFRQRP\��$�VSHFLILF�WHVW�FDVH�ZRXOG�EH�SDOP�RLO�SODQWDWLRQV��LQFOXGHG�LQ�
$SSHQGL[�9��ZKHUH�VRPH�RSHUDWLRQDO�DFWLYLWLHV�WR�UHSODFH�IXHO�EDVHG�WUXFNV�WR�HOHFWULF�WUXFNV�
LV�LGHQWLILHG�DV�DOLJQHG�ZLWK�*3����KRZHYHU�WKH�SULPDU\�DFWLYLW\�RI�SDOP�RLO�SODQWDWLRQV�
WKHPVHOYHV��GXH�WR�LPSDFWV�RQ�GHIRUHVWDWLRQ��PD\�LQ�IDFW�EH�D�VLJQLILFDQW�FRQWULEXWRU�WR�WKH�
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LQFUHDVH�LQ�JUHHQKRXVH�JDV�HPLVVLRQV��)XUWKHU�GHILQLWLRQ�RI�WHUPV�IRU�WKH�LQFOXVLRQ�RI�
HPLVVLRQV�LQWHQVLYH�HFRQRPLF�DFWLYLWLHV�DQG�H[SHFWHG�WUDQVLWLRQ�WUDMHFWRULHV�ZRXOG�LQFUHDVH�
FRQILGHQFH�LQ�WKH�WD[RQRP\�DV�SHU�*3���EHORZ���
�
�

*XLGLQJ�3ULQFLSOH����*3����5HPHGLDO�HIIRUWV�WR�SURPRWH�WUDQVLWLRQ�
:LWK�UHVSHFW�WR�UHPHGLDO�HIIRUWV�DQG�LPSURYHPHQW�SURJUDPPHV�XQGHUWDNHQ�E\�EXVLQHVVHV�
WRZDUGV�WKH�WUDQVLWLRQ�WR�ORZ�FDUERQ�DQG�FOLPDWH�UHVLOLHQW�HFRQRP\��WKHUH�FRXOG�EH�IXUWKHU�
FODULILFDWLRQ�RI�ZKDW�W\SHV�RI�DFWLYLWLHV�FRXOG�EH�LQFOXGHG�XQGHU�WKLV�SULQFLSOH��DV�EHLQJ�
DVVHVVHG�WR�³LQGLUHFWO\�FRQWULEXWH�WR�FOLPDWH�FKDQJH�PLWLJDWLRQ�DQG�DGDSWDWLRQ´��)XUWKHU�
GHILQLWLRQ�RI�WUDQVLWLRQ�DFWLYLWLHV��ZKHUH�ORZ�FDUERQ�WHFKQRORJLHV�PD\�QRW�EH�UHDGLO\�DYDLODEOH��
DQG�WKH�VSHFLILF�FULWHULD�IRU�VXSSRUW�LQ�VXFK�FLUFXPVWDQFHV��ZRXOG�LQFUHDVH�FRQILGHQFH�LQ�WKH�
HIILFDF\�RI�DFWLYLWLHV�LQFOXGHG�XQGHU�WKLV�SULQFLSOH��7KLV�FRXOG�UHIHU�WR�WKH�GHILQLWLRQ�RI�
³WUDQVLWLRQ�DFWLYLWLHV´�XQGHU�$UWLFOH����D��RI�WKH�(8�WD[RQRP\���
�

*XLGLQJ�3ULQFLSOH����*3����3URKLELWHG�DFWLYLWLHV�
7KH�SULQFLSOH�UHTXLULQJ�VXSHUYLVHG�LQVWLWXWLRQV�WR�YHULI\�DQG�HQVXUH�WKDW�HFRQRPLF�DFWLYLWLHV�
DUH�QRW�LOOHJDO�DQG�GR�QRW�FRQWUDYHQH�HQYLURQPHQWDO�ODZV�LV�ZHOFRPH��,Q�DGGLWLRQ�WR�
FRPSOLDQFH�ZLWK�ORFDO�ODZV��UHIHUHQFH�WR�LQWHUQDWLRQDO�PLQLPXP�VWDQGDUGV�DQG�VDIHJXDUGV��
DV�LQWURGXFHG�LQ�WKH�(8�WD[RQRP\�UHJXODWLRQV��ZRXOG�VXEVWDQWLDOO\�VWUHQJWKHQ�WKLV�SULQFLSOH�� �
7KH�(XURSHDQ�3DUOLDPHQW�DQG�WKH�&RXQFLO�HVWDEOLVKHG�WKDW�IRU�DQ�HFRQRPLF�DFWLYLW\�WR�EH�
7D[RQRP\�DOLJQHG��WKH�DFWLYLW\�VKRXOG�EH�FDUULHG�RXW�³LQ�DOLJQPHQW�ZLWK�WKH�2(&'�*XLGHOLQHV�
IRU�0XOWLQDWLRQDO�(QWHUSULVHV�DQG�81�*XLGLQJ�3ULQFLSOHV�RQ�%XVLQHVV�DQG�+XPDQ�5LJKWV��
LQFOXGLQJ�WKH�,QWHUQDWLRQDO�/DERXU�2UJDQLVDWLRQ¶V��µ,/2¶��GHFODUDWLRQ�RQ�)XQGDPHQWDO�5LJKWV�
DQG�3ULQFLSOHV�DW�:RUN��WKH�HLJKW�,/2�FRUH�FRQYHQWLRQV�DQG�WKH�,QWHUQDWLRQDO�%LOO�RI�+XPDQ�
5LJKWV´���
�
$,*&&�UHVSRQVH�WR�([WHUQDO�&HUWLILFDWLRQ�DQG�9HULILFDWLRQ�
:H�DFNQRZOHGJH�WKDW�WKH�FXUUHQW�SDSHU�SURYLGHV�WKDW�VXSHUYLVHG�LQVWLWXWLRQV�FDQ�OHYHUDJH�RQ�
WKLUG�SDUW\�YHULILFDWLRQ�RU�UHFRJQLVHG�FHUWLILFDWLRQV�E\�ORFDO�DJHQFLHV��QDWLRQDO�DXWKRULWLHV�RU�
JOREDOO\�DFFHSWHG�VWDQGDUGV�WR�SURYLGH�DVVXUDQFH�RQ�HQYLURQPHQWDOO\�VXVWDLQDEOH�SUDFWLFHV���
,Q�RUGHU�IRU�WKH�FXUUHQW�SULQFLSOHV�WR�EH�XQLIRUPO\�DSSOLHG��ZH�VHH�WKH�QHHG�IRU�PRUH�GHWDLOHG�
WHFKQLFDO�DVVHVVPHQW�JXLGHOLQHV��DQG�QRQ�ILQDQFLDO�LQIRUPDWLRQ�GLVFORVXUH�VWDQGDUGV��ZKLFK�
ZRXOG�VHUYH�DV�D�XVHIXO�UHIHUHQFH�SRLQW�IRU�LVVXHUV��PDUNHW�SUDFWLWLRQHUV��LQYHVWRUV�WR�
GHWHUPLQH�WR�ZKDW�H[WHQW�SDUWLFXODU�HFRQRPLF�DFWLYLWLHV�FRQWULEXWH�DQG�KRZ�WR�DWWULEXWH�
FRQWULEXWLRQV�DW�D�EXVLQHVV�RU�SRUWIROLR�OHYHO��:H�ZHOFRPH�%DQN�1HJDUD�0DOD\VLD¶V�FXUUHQW�
HIIRUWV�WR�HVWDEOLVK�³UHJXODWRU\�DQG�VXSHUYLVRU\�H[SHFWDWLRQV�LQFOXGLQJ�GLVFORVXUHV�E\�
VXSHUYLVHG�LQVWLWXWLRQV´��ZKLFK�ZRXOG�FRPSOHPHQW�WKH�WD[RQRP\�FODVVLILFDWLRQ�V\VWHP�� �
�
�
$,*&&�UHVSRQVH�WR�&ODVVLILFDWLRQ�6\VWHP �
%DVHG�RQ�WKH�JXLGLQJ�SULQFLSOHV��ZH�QRWH�WKH�SURSRVHG�FODVVLILFDWLRQ�RI�HFRQRPLF�DFWLYLWLHV�
LQWR�VL[�FDWHJRULHV�DV�SHU�7DEOH�(��ZLWK�UHIHUHQFH�WR�ERWK�WKH�SRVLWLYH�HIIHFWV�RI�HFRQRPLF�
DFWLYLWLHV�LQ�VXSSRUWLQJ�FOLPDWH�FKDQJH�PLWLJDWLRQ�DQG�DGDSWDWLRQ�DQG�QHJDWLYH�HIIHFWV�IURP�
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KDUPLQJ�WKH�EURDGHU�HQYLURQPHQW�DV�D�UHVXOW�RI�EXVLQHVV�DFWLYLWLHV�XQGHUWDNHQ�DQG�PHDVXUHV�
WDNHQ��RU�QRW�WDNHQ��WR�UHGXFH�KDUPIXO�SUDFWLFHV��

7KLV�FODVVLILFDWLRQ�DSSURDFK���ZKLFK�LQFOXGHV�DFWLYLWLHV�WKDW�VXEVWDQWLDOO\�VXSSRUW�PLWLJDWLRQ�RU�
DGDSWDWLRQ�REMHFWLYHV�EXW�PD\�FDXVH�KDUP�WR�RWKHU�HQYLURQPHQWDO�REMHFWLYHV��RU�GR�QRW�
GLUHFWO\�VXSSRUW�VXEVWDQWLYH�PLWLJDWLRQ�RU�DGDSWDWLRQ�RXWFRPHV��PD\�LQ�SDUW�XQGHUPLQH�WKH�
RYHUDOO�REMHFWLYHV�RI�WKH�LQLWLDWLYH�WR�VXSSRUW�WKH�³WUDQVLWLRQ�WR�D�ORZ�FDUERQ�DQG�FOLPDWH�
UHVLOLHQW�HFRQRP\´���:KLOH�WKH�HDUO\�VWDJHV�RI�WUDQVLWLRQ�VKRXOG�EH�DFNQRZOHGJHG��LQFOXVLRQ�
RI�DFWLYLWLHV�VKRXOG�EH�DVVHVVHG�RQ�WKH�EDVLV�RI�WKH�RULJLQDO�REMHFWLYH�RI�³LQFHQWLYLVLQJ�
WUDQVLWLRQV��VXSSRUWLQJ�HFRQRPLF�DFWLYLWLHV�LQ�ORZ�FDUERQ�VHFWRUV�DQG�IDFLOLWDWLQJ�
GHFDUERQLVDWLRQ�RI�H[LVWLQJ�LQGXVWULHV´���,I�DFWLYLWLHV�GR�QRW�ILW�WKH�DERYH�GHVFULSWLRQ�RU�DUH�
DVVHVVHG�DV�QRW�WR�VXEVWDQWLDOO\�FRQWULEXWH��WKHQ�WKRVH�DFWLYLWLHV�VKRXOG�QRW�EH�FODVVLILHG�DV�
VXVWDLQDEOH�DFWLYLWLHV�VR�DV�WR�DYRLG�JUHHQZDVKLQJ�DQG�SURYLGH�LQFHQWLYHV�WR�ORZ�FDUERQ�
HQWHUSULVH��

:H�QRWH�WKH�JXLGDQFH�SURYLGHG�E\�WKH�(8�6XVWDLQDEOH�)LQDQFH�7(*��ZKLFK�VWDWHV��³WR�EH�
LQFOXGHG�LQ�WKH�7D[RQRP\��DQ�HFRQRPLF�DFWLYLW\�PXVW�KDYH�FULWHULD�IRU�WKH�DYRLGDQFH�RI�
VLJQLILFDQW�KDUP�WR�WKH�RWKHU�HQYLURQPHQWDO�REMHFWLYHV��LQFOXGLQJ�FOLPDWH�FKDQJH�PLWLJDWLRQ´��
7KLV�PHDQV�WKDW�DFWLYLWLHV�ZKLFK�XQGHUPLQH�FOLPDWH�FKDQJH�PLWLJDWLRQ�REMHFWLYHV�FRXOG�QRW�
FRXQW�LPSURYHPHQWV�LQ�WKHLU�UHVLOLHQFH�DV�7D[RQRP\�DOLJQHG��

�
,Q�FRQFOXVLRQ��
$ JURZLQJ QXPEHU RI LQYHVWRUV DFURVV PDUNHWV LQ $VLD DUH QRZ DFWLYHO\ ORRNLQJ IRU� � � � � � � � � � � � � �
ORZ�FDUERQ LQYHVWPHQW RSSRUWXQLWLHV WKDW DUH XQGHUSLQQHG E\ DSSURSULDWH VWDQGDUGV DQG� � � � � � � � � �
WUDQVSDUHQW GLVFORVXUHV ZKLFK ZRXOG EH DVVLVWHG JUHDWO\ E\ D WD[RQRP\ WKDW HQDEOHV WKH� � � � � � � � � � � � �
DOORFDWLRQ RI FDSLWDO WRZDUGV GHFDUERQL]DWLRQ REMHFWLYHV� :H VHH WKH YDOXH LQ KDYLQJ UREXVW� � � � � � � � � � � � �
GLVFXVVLRQV RQ VWDQGDUGV EHWZHHQ LQYHVWRUV� LVVXHUV DQG UHJXODWRU\ DXWKRULWLHV VR WKDW FOHDU� � � � � � � � � � � �
H[SHFWDWLRQV DUH VHW DQG ILQDQFLQJ DQG LQYHVWPHQW GHFLVLRQV FDQ EH EDVHG RQ WUDQVSDUHQW�� � � � � � � � � � � � �
FRQVLVWHQW DQG FRPSDUDEOH PHWULFV ZKLFK PDLQWDLQ VFLHQWLILF LQWHJULW\ DQG DFFHOHUDWH WKH� � � � � � � � � � �
WUDQVLWLRQ�WRZDUGV�D�ORZ�FDUERQ�DQG�UHVLOLHQW�HFRQRP\���
:H ORRN IRUZDUG WR FRQWLQXLQJ WR FRQVWUXFWLYHO\ HQJDJH IXUWKHU LQ UHFRPPHQGDWLRQV WR DVVLVW� � � � � � � � � � � � �
%DQN 1HJDUD 0DOD\VLD DQG WKH -RLQW &RPPLWWHH RQ &OLPDWH &KDQJH LQ LWV HIIRUWV ZLWK UHJDUG� � � � � � � � � � � � � � �
WR�&OLPDWH�&KDQJH�DQG�3ULQFLSOH�%DVHG�7D[RQRP\�DQG�DVVRFLDWHG�LQLWLDWLYHV���
�
�
<RXUV�VLQFHUHO\��
�
�
5HEHFFD�0LNXOD�:ULJKW�
'LUHFWRU�
$VLD�,QYHVWRU�*URXS�RQ�&OLPDWH�&KDQJH�
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