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:KDW�LV�D�
&UDQNVKDIW�6HQVRU
"
$�&UDQNVKDIW�6HQVRU��DOVR�NQRZQ�DV�D�&UDQNVKDIW�$QJOH�6HQVRU� � RU�&$6�IRU�VKRUW��ZDWFK
V�WKH�SRVLWLRQ�RI�WKH�FDPVKDIW�DQG�LWV�UHODWLRQVKLS�ZLWK�WKH�SLVWRQ�SRVLWLRQ�LQVLGH�WKH�HQJLQH��7KH�&$6�LV�DQ�LQGXFWLYH�VLJQDO�JHQHUDWRU��LW�PHDVXUH�UHOXFWDQFH��7KH�&$6�LV�W\SLFDOLW\�IRXQG�RQ�LQMHFWLRQ�HQJLQHV��DQG�LWV�DQ�LPSRUWDQW�VHQVRU��:LWKRXW�LW��WKH�HQJLQH�ZLOO�QRW�UXQ�DW�LWV�RSWLPXP��DQG�LI�IDXOW\��WKH�(&8�ZDUQLQJ�OLJKW�VKDOO�LOOXPLQDWH�RQ�WKH�GDVK�
+RZ�GRHV�D�&$6�ZRUN"
7KH�&$6�LV�W\SLFDOO\�SRVLWLRQHG�EHVLGH�WKH�FDP�EHOW�RU�FUDQNVKDIW��)LJXUH�����$�QXPEHU�RI�VWHHO�SHJV�RU�VWHSV��L�H��GLIIHUHQW�WKLFNQHVV�RI�PDWHULDO��DUH�VHW�DW�UHJXODU�LQWHUYDOV�DURXQG�WKH�FLUFXPIHUHQFH�RI�WKH�IO\ZKHHO�RU�FUDQNVKDIW��)LJXUH�����7\SLFDOO\�D�SLQ�RU�D�VWHS�PD\�EH�VHW�DW�HYHU\���� �EXW�WKLV�QXPEHU�GRHV�YDU\�GHSHQGLQJ�RQ�ZKDW�WKH�HQJLQH�LV���7KH�IO\ZKHHO�WKXV�EHFRPHV�D�UHOXFWRU�
$�SHUPDQHQW�PDJQHW��ZKLFK�DFWV�DV�D�LQGXFWLYH�VLJQDO�JHQHUDWRU��LV�PRXQWHG�LQ�FORVH�SUR[LPLW\�WR�WKH�IO\ZKHHO��7KLV�UDGLDWHV�D�PDJQHWLF�ILHOG��$V�WKH�IO\ZKHHO�VSLQV�DQG�WKH�SLQV�RU�VWHSV�DUH�URWDWHG�LQ�WKLV�PDJQHWLF�ILHOG��DQ�DOWHUQDWLQJ��$&��ZDYHIRUP�RXWSXW�VLJQDO�LV�SURGXFHG�DQG�WKH�(08��(QJLQH�0DQDJHPHQW�8QLW��XVHV�WKLV�LQIRUPDWLRQ�WR�FDOFXODWH�WKH�VSHHG�RI�URWDWLRQ�

,I�D�SLQ�LV�RPLWWHG�DW�WZR�SRLQWV�RQ�WKH�IO\ZKHHO�WKH�VLJQDO�DOVR�FKDQJHV�DW�WKHVH�SRLQWV��DQG�D�UHIHUHQFH�WR�7'&��7RS�'HDG�&HQWUH��ZLOO�EH�UHWXUQHG�WR�WKH�(08��7KH�ORFDWLRQ�RI�WKH�SRVLWLRQ�VLJQDO�LV�QRW�7'&��EXW�PD\�EH�DW���� %7'&��RU�VRPH�RWKHU�SRLQW�IL[HG�E\�WKH�YHKLFOH�PDQXIDFWXUH�� GHSHQGLQJ�RQ�HQJLQH�W\SH��

,Q�DGGLWLRQ�DV�WKH�IO\ZKHHO�VSLQV��WKH�PLVVLQJ�SLQV�RU�GRXEOH�SLQV�FDXVH�D�YDULDQFH�RI�WKH�VLJQDO�ZKLFK�LV�UHWXUQHG�WR�WKH�(&8�DV�UHIHUHQFH�WR�WKH�7'&�SRVLWLRQ�
$OWKRXJK�PRVW�PRGHUQ�V\VWHPV�XWLOLVH�D�VLQJOH�&$6��VRPH�ROGHU�V\VWHPV�XVH�WZR�&$6� � RQH�IRU�WKH�530��5HYV�SHU�0LQXWH��DQG�RQH�IRU�WKH�SRVLWLRQ��7KH��/���Y�&��;(�HQJLQHV�FRPPRQO\�XVH�WKLV�V\VWHP��DV�IRXQG�LQ�WKH�&DYDOLHU��&DOLEUD�DQG�$VWUD�*7(
V���7KH�ZDYHIRUP�

$&�VWDQGV�IRU�$OWHUQDWLQJ�&XUUHQW��,WV�D�WHUP�XVHG�LQ�HOHFWURQLFV�WR�LQGLFDWH�D�VLJQDO�LV�YDU\LQJ�LWV�FKDUDFWHULVWLFV�DOO�WKH�WLPH�DQG�PD\�JR�QHJDWLYH��,Q�RWKHU�ZRUGV�LWV�WKH�RSSRVLWH�WR�'LUHFW�&XUUHQW��'&���ZKLFK�WKH���Y�EDWWHU\�SURGXFHV��ZKLFK�LV�D�FRQVWDQW�VRXUFH�

7'&�VWDQGV�IRU�7RS�'HDG�&HQWUH��,WV�D�WHUPHG�XVHG�WR�H[SUHVV�WKH�SRVLWLRQ�RI�WKH�SLVWRQ�KHDG�ZLWKLQ�LWV�VWRNH��L�H��LWV�PD[LPXP�FRPSUHVVLRQ�VWDJH��$W�7'&��WKH�VSDUN�SOXJ�VKRXOG�EH�UHDG\�WR�LJQLWH�WKH�IXHO�ZLWKLQ��%7'&�VWDQGV�IRU� %HIRUH�7RS�'HDG�&HQWUH�
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)LJXUH��+RZ�WR�PHDVXUH�WKH�UHVLVWDQFH�RI�D�&$6�XVLQJ�D�'00�

)LJXUH���+RZ�WR�PHDVXUH�WKH�$&�RXWSXW�RI�D�&$6�XVLQJ�D�'00�

SURGXFHG�E\�HDFK�W\SH�RI�&$6�ZLOO�EH�VOLJKWO\�GLIIHUHQW�
7KH�SHDN�WR�SHDN�YROWDJH�RI�WKH�VSHHG�VLJQDO�YDULHV�DFFRUGLQJ�WR�HQJLQH�VSHHG��WKH�IDVWHU�WKH�URWDWLRQ��WKH�ELJJHU�LQFUHDVH�LQ�YROWDJH�SURGXFHG��)LJXUH�����)RU�H[DPSOH�LW�FDQ�YDU\�IURP���YROWV�DW�LGOH�WR�RYHU�����YROWV�DW�����USP��%HFDXVH�WKH�(08�LV�D�FRPSXWHU��LWV�ZRUNV�RQ�GLJLWDO�LQIRUPDWLRQ��RQ�RU�RII�VLJQDOV���7KH�RXWSXW�VLJQDO�SURGXFHG�E\�D�&$6�LV�DQDORJXH��ZKLFK�LVQ
W�FRPSDWLEOH�ZLWK�WKH�(08��6R�WKH� (08�XVHV�D�$'&��$QDORJXH�WR�'LJLWDO�&RQYHUWRU��ZKLFK�WUDQVIRUPV�WKH�$&�SXOVH�LQWR�D�GLJLWDO�VLJQDO�
:KHQ�XVHG�WKH�&$6�SURYLGHV�WKH�SULPDU\�VLJQDO�WR�LQLWLDWH�ERWK�LJQLWLRQ�DQG�IXHOOLQJ�
,V�WKH�&$6�HDV\�WR�UHSODFH"
:LWKLQ�UHDVRQ��\HV��7KH�&$6�VHQVRU��DV�GHVFULEHG�DERYH�LV�D�VPDOO�UHOXFWDQFH�VHQVRU��7KLV�KHDYLO\�GHSHQGV�RQ�WKH�SRVLWLRQ�RI�WKH�VHQVRU�IRU�\RXU�SDUWLFXODU�HQJLQH�
)RU�H[DPSOH�WKH�&��;(�HQJLQHV���/���Y�'2+&�
UHG �WRS
�VHULHV�DV�IRXQG�LQ�WKH�&DYDOLHU��$VWUD�*7(�DQG�&DOLEUD
V�IRU�H[DPSOH��DUH�RQH�RI�WKH�HDVLHVW�WR�UHSODFH��7KH�ORFDWLRQ�DQG�SURFHGXUH�LV�DV�IROORZV�

z 2SHQ�WKH�ERQQHW�RI�WKH�FDU�DQG�ORRN�DW�WKH�RIIVLGH�VXVSHQVLRQ�WXUUHW��WKHUH�VKRXOG�EH�D�EODFN�FDEOH�IRUP�ZLWK�D�FRQQHFWRU�� VHH�)LJXUH���LWHP�����7KLV�LV�WKH�FRQQHFWLRQ�SRLQW�RI�WKH�&$6��GLVFRQQHFW�LW��2Q�VRPH�FDUV�\RX�PD\�KDYH�WR�UHPRYH�WKH�DLU�ER[�RI�DLU�WXELQJ�WR�WKH�WKURWWOH�ERG\�z /RRNLQJ�DW�WKH�FDPEHOW�FRYHU��IROORZ�WKLV�GRZQ�WR�WKH�ERWWRP�FUDQN�SXOOH\�ZKHHO��7KHUH�IDFLQJ�WRZDUGV�WKH�UDGLDWRU�VKDOO�EH�D�VHQVRU�VFUHZHG�LQWR�WKH�VLGH�RI�WKH�ERWWRP�EORFN�� VHH�)LJXUH���LWHP�����WKLV�LV�WKH�&$6�z 5HPRYH�WKH�&$6�E\�XQVFUHZLQJ�WKH�VPDOO�EROW�LW�IURP�WKH�EUDFNHW�RQ�WKH�ERWWRP�EORFN��5HSODFH�LW�ZLWK�D�QHZ�LWHP�IURP�\RXU�GHDOHU�DQG�HQVXUH�D�QHZ�VHDOLQJ�2 �ULQJ�LV�ZLWK�WKH�LWHP�� VHH�)LJXUH���LWHPV���DQG�����7LJKWHQ�WKH�&$6�XS�WR���1P�
1RWH��RQ�VRPH�PRGHOV�WKH�PRXQWLQJ�EUDFNHW�� VHH�)LJXUH���LWHP�����PD\�KDYH�WR�EH�UHSODFHG��DV�WKHUH�ZDV�D�FRPPRQ�IDXOW�WKDW�WKH\�JRW�EHQW��7KLV�PHDQW�WKDW�WKH�&$6�ZDV�DW�WKH�ZURQJ�GLVWDQFH�IURP�WKH�WHHWK��KHQFH�VHQGLQJ�IDOVH�LQIRUPDWLRQ�EDFN�WR�WKH�(&8��FRPPRQO\�UHVXOWLQJ�LQ�WKH�(&8�ZDUQLQJ�ODPS�WR�EH�LOOXPLQDWHG�RQ�WKH�GDVK�
7R�FKHFN�WKH�EUDFNHW��GR�WKH�IROORZLQJ�
,QVSHFW�WKH�HQJLQH�DFFHVVRULHV�EUDFNHW�WR�VHH�LI�WKH�KDV�D�VPDOO�RSHQLQJ��VHH�)LJXUH���LWHP�����,I�VR�WKHQ�UHPRYH�DQG�UHSODFH�ZLWK�QHZ�LWHP��+RZHYHU�LI�WKH�EUDFNHW�KDV�D�ODUJH�RSHQLQJ�HQVXUH�WKDW�WKH�&$6�FDEOH�URXWLQJ�GRHV�QRW�WRXFK�WKH�H[KDXVW�PDQLIROG�RU�URWDWLQJ�SDUWV��+RZHYHU�WKH�FRVW�RI�D�QHZ�EUDFNHW�LV�VPDOO�DQG�D�QHZ�EUDFNHW�LV�RIWHQ�SXUFKDVHG�ZKHQ�WKH�&$6�LV�FKDQJHG�
+RZ�GR�,�NQRZ�LI�D�&$6�KDV�PDOIXQFWLRQHG"
$V�SUHYLRXVO\�H[SODLQHG��WKH�&$6�LV�YLWDO�IRU�WKH�SHUIRUPDQFH�RI�WKH�HQJLQH��,W�VXSSOLHV�D�VLJQDO�EDFN�WR�WKH�(&8�VR�LW�FDQ�FDOFXODWH�LJQLWLRQ�WLPLQJ�DQG�WKH�FRUUHFW�IXHOOLQJ��,I�WKH�&$6�LV�VHQGLQJ�EDFN�LQFRUUHFW�GDWD��WKH�SHUIRUPDQFH�RI�WKH�HQJLQH�GHFUHDVHV�VLJQLILFDQWO\��HYHQ�VWRS�LW�IURP�ZRUNLQJ�
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+RZHYHU��WR�RYHUFRPH�WKLV�SUREOHP��WKH�(08�FDQ�XVH�D�GDWD�PDS�ZLWKLQ�LWV�PHPRU\��ZKLFK�ZDV�VHW�E\�WKH�PDQXIDFWXUHV��ZKLFK�XVH�VRPH�GHIDXOW�YDOXHV�WR�UHJDLQ�FRUUHFW�IXHOOLQJ�DQG�LJQLWLRQ�
%XW�EHFDXVH�WKLV�GDWD�LV�VWDWLF�DQG�QRW�WUXH�OLYH�GDWD�FRPLQJ�IURP�D�&$6��WKH�SHUIRUPDQFH�LVQ
W�DW�LWV�RSWLPXP��:KDW�WKLV�PHDQV�LV�WKDW�WKH�FDU�PD\�IHHO�VOXJJLVK��EXW�WKH�FDU�ZLOO�VWLOO�ZRUN��$OVR�WKH�(&8�ZDUQLQJ�OLJKW�ZLOO�EH�LOOXPLQDWHG�RQ�GDVK�
,V�WKHUH�DQ\�ZD\�RI�WHVWLQJ�D�&$6�WR�VHH�LI�LWV�IDXOW\"
<HV�WKHUH�VHYHUDO�PHWKRGV��EXW�DOO�LQYROYH�HOHFWURQLF�PHDVXULQJ�HTXLSPHQW��,I�WKH�(&8�ZDUQLQJ�OLJKW�LV�RQ�� UHDG�WKH�(&8�IDXOW�FRGHV RII�ZLWK�D�SDSHU�FOLS�WR�VHH�LI�WKH�&$6�KDV�ORJJHG�D�IDXOW��1RWH��LI�WKH�HQJLQH�LV�127�UXQQLQJ�ZKHQ�UHDGLQJ�WKH�FRGHV��WKHQ�WKH�(&8�PD\�ORJ�WKLV�DV�D�IDXOW�VWUDLJKW�DZD\�EHFDXVH�LWV�QRW�JHWWLQJ�D�YDOLG�VLJQDO�EDFN� � LJQRUH�WKLV�ORJJHG�IDXOW���$OWHUQDWLYHO\��XVH�D�7(&+��UHDGHU�WR�REWDLQ�WKH�ORJJHG�IDXOW�FRGHV��
,I�WKH�&$6�LV�OLNHO\�WR�EH�IDXOW\�DV�WKLV�SRLQW��GR�WKH�VLPSOH�FKHFNV�DV�OLVWHG�EHORZ��

z /RFDWH�WKH�&$6�DQG�ORRN�DW�LWV�SOXJ�IRU�DQ\�GDPDJH��FRUURGHG�SLQV�RU�EDG�FRQQHFWLRQV�HWF�z ,QVSHFW�WKH�FDEOH�IRUP�IRU�WKH�&$6�DQG�ORRN�IRU�DQ\�EUDNHV��FXWV�RU�VSOLWV�RQ�WKH�VXUIDFH��7KH�&$6�FDEOH�XVXDOO\�LQFRUSRUDWHV�D�
VKLHOG
�ZKLFK�SURWHFWV�WKH�VLJQDO�IURP�SLFNLQJ�XS�VWUD\�HOHFWURQLF�QRLVH�IURP�WKH�KDUVK�HQYLURQPHQW�RI�WKH�HQJLQH�ED\�z 5HPRYH�WKH�&$6�IURP�WKH�HQJLQH�DQG�LQVSHFW�WKH�FRQGLWLRQ�LI�LWV�
WLS
�DW�WKH�SRLQW�LW�PHDVXUHV��,W�VKRXOG�KDYH�QR�GDPDJH�RU�EH�FRUURGHG�LQ�DQ\ZD\�
,I�WKH�DERYH�DUH�2.��WKHQ�LW�LV�SRVVLEOH�WR�FKHFN�WKH�UHVLVWDQFH�RI�WKH�VHQVRU��)LJXUH�����+RZHYHU��WKH�YDOXH�GHSHQGV�KHDYLO\�RQ�ZKDW�W\SH�RI�HQJLQH�LW�LV�ILWWHG�WR��L�H��WKHUH�LVQ
W�D�VWDQGDUG�UHVLVWDQFH�YDOXH�IRU�DOO�&$6�VHQVRUV�XQIRUWXQDWHO\��$OVR�PHDVXULQJ�WKH�UHVLVWDQFH�LVQ
W�D�FRPSUHVVLYH�ZD\�RI�WHVWLQJ�D�&$6�VHQVRU��HYHQ�LI�\RX�GR�JHW�D�UHVLVWDQFH�YDOXH�EDFN��LW�GRHVQ
W�PHDQ�WKDW�WKH�&$6�LV�FDSDEOH�RI�SURGXFLQJ�D�DFFHSWDEOH�VLJQDO�IRU�WKH�(&8�

z 'LVFRQQHFW�WKH�&$6�FRQQHFWRU�DQG�ZLWK�D�'00��'LJLWDO�0XOWL �0HWHU��VHW�WR�PHDVXUH�RKPV��UHVLVWDQFH��FRQQHFW�WKH�WZR�SUREHV�WR�WKH�&$6�XQLW��1RWH��VRPH�&$6�KDYH���SLQV��WKLV�LV�OLNHO\�WR�EH�WKH�
VKLHOG
�FRQQHFWLRQ��LJQRUH�WKLV�SLQ�IRU�QRZ�z ,I�WKH�'00�PHDVXUHV���RKPV�WKHQ�WKH�&$6�LV�OLNHO\�WR�EH�DW�IDXOW�z 7KH�&$6�UHVLVWDQFH�FRXOG�PHDVXUH�DQ\ZKHUH�EHWZHHQ�����RKP�DQG������RKPV��GHSHQGLQJ�RQ�W\SH��z /RFDWH�WKH�
VKLHOG
�SLQ�RQ�WKH�&$6��LI�DSSOLFDEOH��DQG�WKH�(08�HTXLOYDQW�SLQ�RQ�LWV�PXOWL �SOXJ��0HDVXUH�WKH�UHVLVWDQFH�RI�WKH�VKLHOG�ZLUH��,W�VKRXOG�EH�D�VKRUW�FLUFXLW��L�H�����RKPV���,I�LWV�RSHQ�FLUFXLW��LQILQLW\�UHVLVWDQFH��WKHQ�WKHUH�LV�D�EUHDN�LQ�WKH�VKLHOG�ZLUH��7KLV�FRXOG�PHDQ�WKDW�WKH�&$6�VLJQDO�EHLQJ�VHQW�ZDV�SLFNLQJ�XS�RWKHU�HOHFWURQLF�VLJQDOV�LQ�WKH�HQJLQH�ED\�DQG�FKDQJLQJ�WKH�VLJQDO�FKDUDFWHULVWLFV��KHQFH�XSVHWWLQJ�WKH�IXHOOLQJ�DQG�LJQLWLRQ�WLPLQJ��5HSDLU�WKH�FDEOH�
,W�LV�SRVVLEOH�WR�VHH�LI�WKH�&$6�LV�SURGXFLQJ�D�$&�VLJQDO�E\�XVLQJ�WKH�$&�YROW�IXQFWLRQ�RQ�WKH�'00�� )LJXUH������+RZHYHU��WKLV�ZLOO�VKRZ�WKH�$&�506��5RRW�0HDQ�6TXDUH��ZKLFK�PHDQV�WKDW�LW�VHHV�WKH�DYHUDJH�$&�YROWDJH�VRXUFH�EHLQJ�SURGXFHG��7KLV�PHWKRG�ZLOO�QRW�VKRZ�LI�WKH�
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VLQHZDYH�LV�UHJXODU�RU�FRUUHFW��LW�MXVW�PHDQV�WKH�&$6�LV�SURGXFLQJ�D�$&�ZDYHIRUP�WR�WKH�(08�
z 'LVFRQQHFW�WKH�SOXJ�WR�WKH�&$6�XQLW��6HW�WKH�'00�WR�PHDVXUH�$&�YROWV��&RQQHFW�WKH�'00�SUREHV�DFURVV�WKH�WZR�SLQV�RI�WKH�&$6�XQLW��,I�D�WKLUG�SLQ�LV�SUHVHQW��WKLV�LV�PRVW�OLNHO\�WR�EH�WKH�
VKLHOG
�SLQ��LJQRUH�WKLV�IRU�WKH�WLPH�EHLQJ�z :LWK�WKH�'00�VHFXUHG�LQ�SRVLWLRQ��FUDQN�WKH�HQJLQH�RYHU�RQ�WKH�VWDUWHU�PRWRU��VWDUWLQJ�WKH�HQJLQH�LV�XQQHFHVVDU\��EXW�ZLOO�EH�GLIILFXOW�DV�WKH�&$6�LV�XQSOXJJHG��z 1RWH�WKH�$&�YROWDJH�PHDVXUHG��$�PLQLPXP�RI����Y�VKRXOG�KDYH�EHHQ�UHDG�EDFN��%XW�VRPH�VHQVRUV�PD\�SURGXFH�D�KLJK�YROWDJH�RU�XS�WR����Y�

$JDLQ�WKHVH�WHVWV�GRQ
W�UHDOO\�VKRZ�LI�WKH�$&�YROWDJH�VLJQDO�SURGXFHG�LV�FRUUHFW��7KH�RQO\�ZD\�RI�WHOOLQJ�WKLV�LV�WR�XVH�D�RVFLOORVFRSH��FRQQHFWHG�XS�WR�WKH�&$6�ZKLFK�FDQ�
VHH
�WKH�YROWDJH�VLJQDO�JUDSKLFDOO\��:LWK�WKLV�SLHFH�RI�HTXLSPHQW�\RX�FDQ�PHDVXUH�WKH�IUHTXHQF\�DQG�SHDN �WR�SHDN�YROWDJHV�SURGXFHG�RYHU�D�SHULRG�RI�WLPH��+RZHYHU�WKLV�LV�D�H[SHQVLYH�SLHFH�RI�HTXLSPHQW�DQG�ZRQ
W�EH�FRYHUHG�KHUH��
$OVR��EHDULQJ�LQ�PLQG��LI�\RX�KDYH�JRW�WKLV�IDU�DQG�WKH�&$6�LV�SURGXFLQJ�D�$&�YROWDJH�VRXUFH��WKHQ�LWV�XQOLNHO\�WR�EH�DQ\WKLQJ�ZURQJ�ZLWK�LW��7KH�FRQVWUXFWLRQ�RI�WKH�VHQVRU�LV�PDGH�LQ�WKDW��LW�HLWKHU�ZRUNV�RU�LW�GRHVQ
W��,WV�YHU\�UDUH�WR�JHW�DQ�LQWHUPLWWHQW�IDXOW�ZLWK�WKHVH�W\SH�RU�VHQVRUV��,WV�PRVW�OLNH�WR�EH�D�FDEOH�IRUP�RU�SOXJ�FRQQHFWLRQ�SUREOHP�DW�WLPHV�
%HFDXVH�WHVWLQJ�WKHVH�VHQVRUV�LV�WLPH�FRQVXPLQJ��DQG�KHQFH�ODERXU�FKDUJHV�ZLOO�EH�KLJK��DOO�JDUDJHV�ZLOO�VLPSO\�MXVW�UHSODFH�WKH�XQLW�DQG�VHH�LI�WKDW�VROYHV�WKH�SUREOHP�RU�QRW��,I�LW�GRHVQ
W�WKHQ�WKH�530�VHQVRU�FRXOG�DOVR�EH�DW�IDXOW��LI�ILWWHG��
$UWLFOH�EDVHG�RQ�WH[W�LQ�WKH�+D\QHV�%RRNV VHULHV�DQG�SHRSOHV�SHUVRQDO�H[SHULHQFHV�
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