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Traiana’s
Jill Sigelbaum: 

Mitigating Risk in FX

Jill Sigelbaum, global head of foreign exchange and alliances at Traiana, talks to P&L’s Galen
Stops about the growing credit risks in today’s electronically traded spot FX market and how
technology is both the problem and the solution.

*DOHQ�6WRSV��+RZ�GR�\RX�YLHZ�7UDLDQD·V�UROH�LQ�WKH�ILQDQFLDO
VHUYLFHV�LQGXVWU\�WRGD\"

-LOO�6LJHOEDXP��7KHUH�DUH�WZR�SULQFLSOH�UROHV��:H�DUH�D�SURYLGHU
RI�SRVW�WUDGH�VROXWLRQV��RIIHULQJ�RSHUDWLRQDO�HIILFLHQF\�VHUYLFHV
WKURXJK�PHVVDJLQJ��DOORFDWLRQV�SURFHVVLQJ��FRQILUPDWLRQV�
PDWFKLQJ�DQG�OLIH�F\FOH�HYHQW�KDQGOLQJ�DFURVV�DVVHW�FODVVHV��
2XU�RWKHU�IRFXV�LV�RQ�FUHGLW�ULVN�PLWLJDWLRQ��ZKHUH�ZH�KHOS�ILUPV
PDQDJH�WKHLU�SUH��DQG�SRVW�WUDGH�FUHGLW�OLPLWV�DQG�RSHUDWH�WKH
FUHGLW�FKHFNLQJ�KXE�IRU�WKH�VZDSV�PDUNHWV��

*6��:KDW�DUH�WKH�PDLQ�SUREOHPV�DURXQG�FUHGLW�WKDW�\RX�VHH�LQ
WKH�);�PDUNHW�ULJKW�QRZ"

-6��2QH�RI�WKH�SULPDU\�LVVXHV�LQ�WKH�PDUNHW�WRGD\�LV�WKDW�SULPH
EURNHUV��3%V��DQG�EDQNV�ZLWK�ELODWHUDO�FUHGLW�UHODWLRQVKLSV�DUH
RYHU�DOORFDWLQJ�FUHGLW�WR�(&1V�WR�HQDEOH�WKHLU�ILUPV��DQG�WKHLU
FOLHQWV��WR�WUDGH�ZKHUHYHU�WKH\�ZDQW���
$V�ZHOO�DV�RYHU�DOORFDWLQJ�FUHGLW�WR�WKH�(&1V��3%V�DUH�DOVR�RYHU�
DOORFDWLQJ�WR�WKH�H[HFXWLQJ�EURNHUV��(%V��WR�HQVXUH�FOLHQWV�KDYH
VXIILFLHQW�DFFHVV�WR�OLTXLGLW\��7KLV�LV�D�UHDO�SUREOHP�EHFDXVH�RI
WKH�ZD\�LW�ZRUNV�²�LI�WKH\�VHW�XS�D�UHODWLRQVKLS�ZLWK�D�QHZ�FOLHQW
ZKR�KDV�D�OLPLW�RI������PLOOLRQ��DQG�WKLV�FOLHQW�ZDQWV�WR�WUDGH
ZLWK����EDQNV��WKH\�PLJKW�DOORFDWH������PLOOLRQ�RI�FUHGLW�WR
HDFK�(%�RU�(&1��1RZ�WKH�FOLHQW�HIIHFWLYHO\�KDV�D����ELOOLRQ�OLQH
²�IRXU�WLPHV�WKH�DPRXQW�RI�FUHGLW�RXW�WKHUH�
,Q�WKH�SDVW�QR�RQH�ZRUULHG�DERXW�WKHVH�LVVXHV�EHFDXVH�);
WUDGLQJ�ZDV�PXFK�VORZHU��VR�SHRSOH�FRXOG�NHHS�WUDFN�RI

DFWLYLWLHV�HDVLO\�DQG�WKH�ULVN�RI�D�FOLHQW�XWLOLVLQJ�DOO�WKH�OLPLWV
DFURVV�YHQXHV�ZDV�YLUWXDOO\�QLO�

*6��$QG�QRZ"

-6��1RZ�WKH�PDUNHW�LV�YHU\�FRQFHUQHG�DERXW�LW��)LUVW�RI�DOO��LW�KDV
EHFRPH�H[SHQVLYH�IRU�EDQNV�WR�RYHU�DOORFDWH�FUHGLW�DQG�PRUH
LPSRUWDQWO\��LW·V�D�KXJH�ULVN�IDFWRU�IRU�WKHP�EHFDXVH�RI
DOJRULWKPLF�H[HFXWLRQ��,I�D�PRGHO�JRHV�ZURQJ��HYHU\�VLQJOH
FUHGLW�OLQH�FRXOG�JHW�ILOOHG�EHIRUH�DQ\RQH�FDQ�EOLQN�DQ�H\H�
7KLV�REYLRXVO\�KDV�LPSOLFDWLRQV�LI�WKH�FOLHQW�JHWV�LQWR�ILQDQFLDO
GLIILFXOWLHV�

*6��&RXOG�WKLV�RYHU�DOORFDWLRQ�DOVR�FDXVH�SUREOHPV�IRU�WKH
H[HFXWLQJ�EURNHUV"

-6��%HFDXVH�PDQ\�EDQNV�DUH�H[HFXWLQJ�HOHFWURQLFDOO\�RQ�(&1
YHQXHV�IRU�WKHLU�ELODWHUDO�WUDGLQJ��WKH\�VKDUH�WKH�VDPH�VHW�RI
SUREOHPV�ZLWK�WKH�SULPH�EURNHUV��,Q�DGGLWLRQ��WKH�(%V�KDYH�D
VOLJKWO\�GLIIHUHQW�LVVXH��
:KHQ�WUDGLQJ�ZLWK�3%�FOLHQWV��WKH\�KDYH�D�VSHFLILF�FDUYHG�RXW
FUHGLW�OLQH�WKDW�WKH\·YH�EHHQ�DOORFDWHG�E\�WKH�3%�DV�SDUW�RI�WKH
GHVLJQDWLRQ�QRWLFH�SURFHVV��ZKLFK�WKH\�PXVW�PRQLWRU�DQG
KRQRXU�OHJDOO\��
,I�WKH�FDUYH�RXW�OLPLW�JHWV�EUHDFKHG��WKH\�KDYH�WR�VWRS�WKH�FOLHQW
IURP�WUDGLQJ��6RPH�(%V�GRQ·W�WUDFN�WUL�SDUW\�FUHGLW�LQ�UHDO�WLPH�
WKHUHIRUH�WKH\�PD\�QRW�EH�DEOH�WR�TXLFNO\�VWRS�WKH�FOLHQW�IURP
WUDGLQJ�RQ�WKHLU�RZQ�H[HFXWLRQ�YHQXH��,I�WKH�OLPLW�JHWV
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‘As more flow goes
electronic it is creating
different risk for the

industry. I believe that
credit monitoring

hasn’t evolved at the
same pace as
execution”

EUHDFKHG��WKHQ�WKH�3%�KDV�WKH�ULJKW�WR�UHMHFW�WKH�WUDGH�WR�WKH
(%��$V�D�UHVXOW��WKH�(%�QRZ�KDV�WUDGHV�ZLWK�FOLHQWV�WKDW�LW�PD\
QRW�KDYH�D�FUHGLW�UHODWLRQVKLS�ZLWK���
1R�RQH�ZRUULHG�DERXW�WKHVH�EUHDFKHV�LQ�WKH�SDVW�EHFDXVH�WKH\
FRXOG�FDOO�WKH�3%�DQG�JHW�D�FUHGLW�H[WHQVLRQ�RU�GR�D�ULVN�
UHGXFLQJ�WUDGH��%XW�LQ�WRGD\·V�HOHFWURQLFDOO\�WUDGHG�DQG�FUHGLW
VHQVLWLYH�PDUNHW��LW�EHFRPHV�D�ELJ�ULVN�IRU�WKH�(%�WR�WDNH�

*6��6R�LI�D�SULPH�EURNHU�QHHGV�WR�VWRS�LWV�FOLHQW�H[HFXWLQJ�RQ
YDULRXV�SODWIRUPV��KRZ�GR�WKH\�GR�WKLV"

-6��+LVWRULFDOO\�WKHUH�ZDV�QR�DXWRPDWHG�PHDQV�WR�VWRS�FOLHQWV
WUDGLQJ�LI�WKHLU�PRGHO�KDG�JRQH�ZURQJ�RU�D�OLPLW�ZDV�EUHDFKHG�²
LW�ZDV�D�PDQXDO�SURFHVV�
:LWKRXW�D�NLOO�VZLWFK�DQG�WKH�DSSURSULDWH�PRQLWRULQJ�WRROV��WKH
3%�ZRXOG�KDYH�WR�ORJ�RQWR�HYHU\�(&1�WR�VWRS�WKH�FOLHQW�IURP
WUDGLQJ��,W·V�HYHQ�PRUH�ODERXU�LQWHQVLYH�ZLWK�WKH�(%V�EHFDXVH
WKH\�KDYH�WR�PDNH�FKDQJHV�WKURXJK�WKH�OHJDO�GHVLJQDWLRQ
QRWLFH�SURFHVV��ZKLFK�PHDQV�DQ\�FKDQJHV�KDYH�WR�EH�ID[HG�
HPDLOHG�RU�FRXULHUHG�RYHU��DQG�WKH�(%�WKHQ�KDV�KRXUV�WR
FRPSO\��7KLV�LV�DOO�FKDQJLQJ�

*6��7KLV�LV�ZKHUH�\RX�WKLQN�7UDLDQD·V�&UHGLW/LQN�FDQ�KHOS"

-6��<HV��,Q�������ZH�VWDUWHG�ZRUNLQJ�ZLWK�OHDGLQJ�3%V�WR�GHSOR\
UHDO�WLPH�OLPLW�PRQLWRULQJ�DQG�NLOO�VZLWFKHV�WR�WKH�PDMRU�PXOWL�
GHDOHU�);�WUDGLQJ�SODWIRUPV��
&UHGLW/LQN�JLYHV�3%V�WKH�DELOLW\�WR�PRQLWRU�WKHLU�FOLHQWV·�FUHGLW

ULVN�DQG�WUDGLQJ�DFWLYLW\�DFURVV�PXOWLSOH�(&1V�DQG�VLQJOH�GHDOHU
SODWIRUPV�LQ�UHDO�WLPH��ZLWK�NLOO�VZLWFKHV�WR�QHDUO\�HYHU\��PDMRU
(&1��:H�DUH�QRZ�EXLOGLQJ�WKH�VDPH�NLOO�VZLWFKHV�WR�6'3V�
&UHGLW/LQN�DOVR�DXWRPDWHV�WKH�GHVLJQDWLRQ�QRWLFH�SURFHVV�VR
WKDW�3%V�FDQ�G\QDPLFDOO\�FKDQJH�FUHGLW�OLQHV�²�WKH\�VHQG�D
PHVVDJH�WR�WKH�(%�ZKLFK�FDQ�EH�DGKHUHG�WR�LPPHGLDWHO\�
7KLV�LV�FRPSOHWHO\�LQWHJUDWHG�ZLWK�WKH�&UHGLW/LQN�PRQLWRULQJ
WRROV��VR�LI�WKH�(%�LV�XVLQJ�LW�ZKHQ�WKH�3%�FKDQJHV�WKH�FUHGLW
OLQH��WKHQ�LW�ZLOO�DXWRPDWLFDOO\�FKDQJH�WKH�FUHGLW�OLQH�WKDW�LV�LQ
LWV�&UHGLW/LQN�PRQLWRU��

*6��+RZ�PDQ\�RI�WKH�SODWIRUPV�KDYH�\RX�EXLOW�NLOO�VZLWFKHV�WR"

-6��&UHGLW/LQN�LV�OLYH�WRGD\�ZLWK�HLJKW�NLOO�VZLWFKHV�WR�(&1V�

*6��$UH�\RX�SODQQLQJ�IRU�PRUH"

-6��<HV��(OHFWURQLF�);�WUDGLQJ�KDV�JURZQ�RQ�6'3V�LQ�UHFHQW
\HDUV�DQG�QRZ�UHSUHVHQWV�D�NH\�DUHD�RI�WHFKQRORJ\�ULVN�LQ
JOREDO�);�PDUNHWV��:H·YH�VWDUWHG�EXLOGLQJ�NLOO�VZLWFKHV�WR�WKH
6'3V��ZKLFK�LQ�WXUQ�KHOSV�WKH�3%V�E\�JLYLQJ�WKHP�FRQWURO�RYHU
FUHGLW�DQG�ZKHUH�WKHLU�FOLHQWV�FDQ�WUDGH���
7KLV�NLOO�VZLWFK�DOVR�JHWV�WULJJHUHG�ZKHQ�WKH�(%�LV�XVLQJ
&UHGLW/LQN�WR�PRQLWRU�WKHLU�GHVLJQDWLRQ�QRWLFH�OLPLWV�DQG�WKDW
OLPLW�JHWV�EUHDFKHG��:H·UH�DOVR�H[WHQGLQJ�WKH�FDSDELOLW\�WR
ELODWHUDO�WUDGLQJ�IRU�EDQNV�H[HFXWLQJ�HOHFWURQLFDOO\�

*6��6R�WKLV�HOLPLQDWHV�WKH�ULVN�RI�RYHU�DOORFDWLQJ�FUHGLW"
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-6��:H�VWDUWHG�WKH�SURFHVV�RI�DGGUHVVLQJ�WKH�ULVN�ZLWK�D�EOXQW
NLOO�VZLWFK�²�WUDGLQJ�IRU�WKH�FOLHQW�LV�RQ�RU�RII��%XW�ZH·UH�ZRUNLQJ
RQ�D�PRUH�VRSKLVWLFDWHG�DSSURDFK�QRZ���
:H·UH�UROOLQJ�RXW�WKH�DELOLW\�WR�UHEDODQFH�FUHGLW�LQ�D�G\QDPLF
ZD\�ZLWK�FRQQHFWRUV�WR�DOO�WKH�H[HFXWLRQ�YHQXHV��ZLWK�UXOHV
GLFWDWLQJ�KRZ�D�FUHGLW�OLQH�JHWV�FDUYHG�XS�DQG�KRZ�LW�JHWV
UHEDODQFHG�DFURVV�YHQXHV��ZKLFK�LQ�WXUQ�VROYHV�WKH�ROG
SUREOHP�RI�KDYLQJ�WR�RYHU�DOORFDWH�FUHGLW�
)RU�H[DPSOH��LI�WKH�DYDLODEOH�OLPLW�LV������PLOOLRQ�WKH�3%�PLJKW
VHW�LW�XS�WR�FDUYH�LW�HYHQO\�DFURVV�IRXU�WUDGLQJ�YHQXHV�VR�WKHUH·V
����PLOOLRQ�DW�HDFK��:LWK�WKH�UHEDODQFHU��WKH\�FDQ�VHW�LW�XS�VR
WKDW�LI�DQ\�RQH�SODWIRUP�UHDFKHV�D�SUH�GHWHUPLQHG�OLPLW
XWLOLVDWLRQ��WKHQ�WKH�WRWDO�FUHGLW�DYDLODEOH�WR�DOO�WKH�YHQXHV�ZLOO
EH�UHEDODQFHG�
,Q�WKLV�H[DPSOH��LI�RQH�RI�WKHVH�YHQXHV�JHWV�WR�����PLOOLRQ�RI
WKH�����PLOOLRQ�OLPLW��LW�ZLOO�WDNH�FUHGLW�DZD\�IURP�WKH�RWKHU
YHQXHV�WR�SURYLGH�PRUH�DW�WKH�RQH�DFWXDOO\�EHLQJ�WUDGHG�RQ�
7KLV�UHEDODQFLQJ�DOORZV�WKH�3%V�WR�DOORFDWH�WKH�DFWXDO�FUHGLW
OLPLW��UDWKHU�WKDQ�RYHU�DOORFDWH�

*6��'RHV�WKH�UHEDODQFLQJ�KDSSHQ�LQ�UHDO�WLPH"

-6��,W�FDQ�UHEDODQFH�FRQVWDQWO\�LQ�UHDO�WLPH�EDVHG�RQ�WKH
XWLOLVDWLRQ�RI�WKH�FUHGLW�OLQHV�DQG�WKH�WULJJHUV�LQSXW�LQWR�WKH
V\VWHP��GHSHQGLQJ�RQ�WKH�OLPLWDWLRQV�RI�WKH�(&1��

*6��:KHQ�LV�WKLV�EHLQJ�ODXQFKHG"

-6��7KLV�FDSDELOLW\�LV�OLYH�ZLWK�FHQWUDO�OLPLW�RUGHU�ERRN�VZDS
H[HFXWLRQ�IDFLOLWLHV��6()V��LQ�UDWHV�DQG�FUHGLW�GHIDXOW�VZDSV
�&'6���DQG�WKLV�DXWXPQ�ZH·UH�LQWURGXFLQJ�WKH�VDPH�FDSDELOLW\
LQWR�);�DV�ZHOO��:H·UH�DOVR�ZRUNLQJ�ZLWK�WKH�(&1V�WR�EXLOG�WKH
DELOLW\�WR�PHVVDJH�FUHGLW�DQG�XWLOLVDWLRQ�LQ�SUHSDUDWLRQ�
&UHGLW/LQN�LV�LQWHJUDWHG�WR�WKH�FUHGLW�$3,V�RI�ILYH�(&1V�DOUHDG\
DKHDG�RI�WKH�UROORXW��

*6��$UH�WKHUH�DQ\�RWKHU�QHZ�HOHPHQWV�WKDW�\RX·UH�ZRUNLQJ�RQ
WR�EXLOG�LQWR�&UHGLW/LQN"

-6��:H�EHOLHYH�WKDW�WKHUH�DUH�FXUUHQWO\�LQVXIILFLHQW�FRQWUROV�LQ
SODFH�WR�SURWHFW�WKH�EDQNV��DQG�WKH�PDUNHW�LQ�JHQHUDO��LI�DQ
DXWRPDWHG�WUDGLQJ�V\VWHP�JRHV�ZURQJ��
7R�FRXQWHU�WKLV��ZH�DUH�GHYHORSLQJ�WUDGH�SDWWHUQ�PRQLWRULQJ�
ZKLFK�HQDEOHV�EDQNV�RU�FOLHQWV�WR�VHW�XS�WUDGLQJ�SDUDPHWHUV
ZKLFK�LGHQWLI\�DQRPRORXV�WUDGLQJ�EH\RQG�WKHVH�SDUDPHWHUV�
DQG�WULJJHUV�D�ZDUQLQJ�RU�DXWRPDWLFDOO\�VWRSV�WKH�WUDGLQJ��

*6��,V�WKLV�GHVLJQHG�IRU�WKH�3%V"

-6��:KHQ�ZH�LQLWLDOO\�VWDUWHG�EXLOGLQJ�WKLV��\HV��ZH�WKRXJKW�WKDW�LW
ZDV�IRU�WKH�3%V��EHFDXVH�WKH\·UH�WKH�RQHV�WKDW�VHH�DOO�WKH�WUDGLQJ�
%XW�WKH�(%V�KDYH�VLPLODU�H[SRVXUHV�DQG�UHVSRQVLELOLW\�WR�HQVXUH
WKDW�WKH�FOLHQWV�ZKR�DUH�WUDGLQJ�ZLWK�WKHP�DUH�WUDGLQJ�VDIHO\��
7KHUH�KDYH�EHHQ�PDQ\�LQFLGHQWV�LQ�WKH�PDUNHW�ZKHUH�D�FOLHQW
RU�D�EDQN�DOJR�KDG�D�EXJ�DQG�WKH�FRXQWHUSDUW\�EDQNV�UHOLHG�RQ
VSRWWLQJ�LW�PDQXDOO\�EHIRUH�LW�EUHDFKHG�DQ\�FUHGLW�OLQHV��7KH\
PD\�QRW�KDYH�KLW�DQ\�OLPLWV��EXW�WKH\�ZHUH�JHQHUDWLQJ�YHU\�ODUJH
YROXPHV�DQG�FRXOG�KDYH�UDFNHG�XS�ORVVHV��,W�FRXOG�KDYH�EHHQ
VHULRXV��
7KHVH�LQFLGHQWV�LOOXVWUDWH�WKDW�WKH�FOLHQW��(%�DQG�WKH�3%�VKDUH
UHVSRQVLELOLW\�WR�SURWHFW�IURP�WKHVH�W\SHV�RI�ULVNV�
6R�3%V��(%V�DQG�EX\�VLGH�ILUPV�DOO�EHQHILW�IURP�WKLV
IXQFWLRQDOLW\�

*6��:KDW�VRUW�RI�SDUDPHWHUV�GRHV�LW�XVH"

-6��:H·UH�XVLQJ�VLPSOH�SDUDPHWHUV�WR�VWDUW��IRFXVLQJ�RQ

PDJQLILHG�GLIIHUHQFHV�LQ�KRZ�VRPHRQH�WUDGHV���
)RU�H[DPSOH��LI�D�FOLHQW�XVXDOO\�WUDGHV�����WLPHV�D�GD\�DQG
VXGGHQO\�WKH\�WUDGH�����WLPHV�LQ����VHFRQGV��WKH�NLOO�VZLWFK
FDQ�EH�DFWLYDWHG�RU�DOHUWV�WULJJHUHG��6LPLODUO\��EHFDXVH�D�]HUR
EHLQJ�DGGHG�WR�HYHU\�RUGHU�LV�D�UHDO�IHDU��ZH·OO�ORRN�DW
QRWLRQDOV�RYHU�WLPH�DQG�LI�WKH�SURILOH�VXGGHQO\�GLYHUJHV��WKH
V\VWHP�FDQ�GHOLYHU�D�ZDUQLQJ�RU�VWRS�WUDGLQJ��$OO�RI�WKHVH
SDUDPHWHUV�DUH�VHW�E\�WKH�EDQNV�WKHPVHOYHV�²�ZH�MXVW
SURYLGH�WKH�DELOLW\��

*6��:KDW�LI�D�FOLHQW�ZDQWV�WR�WUDGH�RXWVLGH�RI�WKHLU�SURILOH"

-6��:H·YH�ZRUNHG�FORVHO\�ZLWK�WKH�3%V�RQ�WKH�GLIIHUHQW�IHDWXUHV
RI�WKH�V\VWHP��$�ELJ�FRQFHUQ�ZDV�WKH�ULVN�RI�FXWWLQJ�VRPHRQH
RII�IURP�OLTXLGLW\�ZKR�KDG�FRQVFLRXVO\�FKDQJHG�WKHLU�WUDGLQJ
SDWWHUQ�
$V�D�UHVXOW��ZH�FKDQJHG�WKH�GHVLJQ�RI�WKLV�IHDWXUH�VR�WKDW�WKH
3%V�FDQ�DOORZ�FOLHQWV�WR�SURILOH�WKHPVHOYHV�VR�WKDW�LI�WKH\
FKDQJH�WKHLU�WUDGLQJ�SDWWHUQ��WKH�RQXV�ZLOO�EH�RQ�WKHP�WR�JR�LQ
DQG�FKDQJH�WKHLU�SURILOH�EHIRUH�WKH\�DFWLYDWH�WKHLU�QHZ�PRGHO�

*6��:KDW�ZRXOG�EH�WKH�DWWUDFWLRQ�RI�D�V\VWHP�OLNH�WKLV�WR�WKH
EX\�VLGH��WKRXJK"

-6��7KH�EX\�VLGH�LV�DOVR�FRQFHUQHG�DERXW�FUHGLW�DQG�WKH\�DUH
DOUHDG\�DPRQJ�WKH�ODUJHVW�XVHUV�RI�&UHGLW/LQN�LQ�WKH�UDWHV�DQG
&'6�PDUNHW�DV�D�UHVXOW�RI�WKH�VKLIW�WR�PDQGDWHG�FHQWUDO
FOHDULQJ��:H�VHH�WKLV�RQO\�JURZLQJ�LQ�WKH�IXWXUH�

*6��<RX�WDON�DERXW�WKH�ULVN�RI�HOHFWURQLF�WUDGLQJ�PRGHOV�JRLQJ
ZURQJ��,V�WKH�HYROXWLRQ�RI�WUDGLQJ�WHFKQRORJ\�LQWURGXFLQJ�QHZ
ULVNV�WR�WKH�);�PDUNHW"

-6��$V�PRUH�IORZ�JRHV�HOHFWURQLF�DQG�PRUH�FOLHQW�W\SHV�JR
HOHFWURQLF��LW�LV�FUHDWLQJ�GLIIHUHQW�ULVN�IRU�WKH�LQGXVWU\��,�EHOLHYH
WKDW�FUHGLW�PRQLWRULQJ�KDVQ·W�HYROYHG�DW�WKH�VDPH�SDFH�DV
H[HFXWLRQ�
7KH�EX\�VLGH�HDUO\�DGRSWHUV�RI�HOHFWURQLF�WUDGLQJ�KDSSHQHG�WR
EH�VRPH�RI�WKH�PRVW�VRSKLVWLFDWHG�WHFKQRORJLFDOO\��EXW�QRZ�\RX
KDYH�PDQ\�FOLHQW�W\SHV�WUDGLQJ�HOHFWURQLFDOO\�WKURXJK�DQ�$3,�
DQG�,�DP�QRW�VXUH�WKDW�HYHU\RQH�LV�DZDUH�RI�WKH�OHYHO�RI
H[SRVXUH�WKDW�H[LVWV�LQ�WKH�);�PDUNHW�

*6��%XW�WKH�);�VSRW�PDUNHW�KDV�EHHQ�ODUJHO\�WUDGLQJ
HOHFWURQLFDOO\�IRU�VRPH�WLPH��DUH�WKH�ULVNV�DVVRFLDWHG�ZLWK�WKLV
WUXO\�JUHDWHU�QRZ"

-6��7KH�ZRUOG�LV�FKDQJLQJ�DQG�WUDGH�H[HFXWLRQ�LV�EHFRPLQJ
IDVWHU��/DWHQF\�LV�HYHU\WKLQJ��DQG�HYHQ�D�IHZ�\HDUV�DJR
HOHFWURQLF�WUDGLQJ�ZDV�QRW�DV�IDVW�DV�LW�LV�QRZ��7KLV�PHDQV�WKDW
LI�VRPHWKLQJ�JRHV�ZURQJ��D�ILUP�FRXOG�EXLOG�XS�KXJH�SRVLWLRQV
LQ�WKH�PDUNHW�LQ�DQ�H[WUHPHO\�VKRUW�SHULRG�RI�WLPH�
$OVR��LQ�WKH�SDVW�SHRSOH�GLGQ·W�ZRUU\�DERXW�WKH�FUHGLW�RI�WKH
EDQN��EXW�WKDW·V�QRW�WKH�FDVH�QRZ��,�WKLQN�WKDW�D�FRPELQDWLRQ�RI
WKH�FKDQJLQJ�QDWXUH�RI�WUDGLQJ��WKH�ODFN�RI�FRQILGHQFH�LQ�EDQNV·
FUHGLW�DQG�UHJXODWRU\�VFUXWLQ\�LV�KHLJKWHQLQJ�DZDUHQHVV�RI
WKHVH�ULVNV�
$QRWKHU�HYROYLQJ�WUHQG�LV�WKDW�WUDGLQJ�LV�JURZLQJ�RQ�6'3V
FRPSDUHG�WR�(&1V�

*6��'R�\RX�H[SHFW�WKLV�WUHQG�WR�FRQWLQXH"

-6��,�EHOLHYH�WKDW�DQ�LQFUHDVLQJ�DPRXQW�RI�WUDGLQJ�ZLOO�WDNH
SODFH�WKURXJK�OLTXLGLW\�DJJUHJDWRUV�DQG�WKHVH�DJJUHJDWRUV�DUH
SRROLQJ�6'3�IORZ��6RPH�RI�WKHP�DOVR�SRRO�(&1�IORZ��VR�LW�PD\
EH�WKDW�D�PRGHO�GHYHORSV�ZKHUH�WKHUH�DUH�PXOWLSOH�OD\HUV�DQG�
GHSHQGLQJ�RQ�UHODWLRQVKLSV�DQG�OLTXLGLW\�SRROV��PD\EH�LW�ZLOO

KHOS�WKH�(&1V�JURZ��,W�GHSHQGV�RQ�WKH�VWUDWHJ\�RI�WKH�(&1V
EHFDXVH�LQ�WKH�SDVW�WKH\�KDYH�IHOW�FRPSHWLWLYH�ZLWK�WKH
DJJUHJDWRUV��UDWKHU�WKDQ�FRPSOHPHQWDU\�

*6��'RHV�WKH�JUHDWHU�XVH�RI�DJJUHJDWLRQ�PHDQ�PRUH
DOJRULWKPLF�WUDGLQJ"

-6��,�WKLQN�WKDW�WKH�ZULWLQJ�LV�RQ�WKH�ZDOO�ZLWK�UHJDUGV�WR�WKDW�
7KHUH�DUH�PRUH�H[HFXWLRQ�YHQXHV�DQG�DJJUHJDWRUV��DQG�WKHUH�LV
LQFUHDVHG�SUHVVXUH�RQ�ILUPV�WR�DFKLHYH�DQG�GHPRQVWUDWH�EHVW
H[HFXWLRQ��
5HPHPEHU�WKDW�IRU�PRVW�UHJLRQDO�EDQNV�WKHLU�);�EXVLQHVV�LV�D
FRUSRUDWH�EXVLQHVV�GULYHQ�E\�WKHLU�FOLHQWV��6R�ZKHQ�WKH\�JR�WR
KHGJH�WKHLU�SRVLWLRQV�WKH\�KDYH�WKH�VDPH�FKDOOHQJH�DV�DVVHW
PDQDJHUV�LQ�WKDW�WKH\�ZDQW�WR�JHW�EHVW�H[HFXWLRQ�
,Q�WKH�SDVW�WKH\·G�FDOO�WKHLU�EURNHU�WR�ILQG�WKH�EHVW�SULFH��EXW
QRZ�WKH\·UH�XVLQJ�DJJUHJDWRUV��,W·V�SRVVLEOH�WKDW�LQ�WKH�IXWXUH
RQO\�D�KDQGIXO�RI�EDQNV�ZLOO�EH�SULFH�PDNHUV�DQG�HYHU\RQH�HOVH
ZLOO�EH�D�SULFH�WDNHU��DQG�WKHVH�WDNHUV�ZLOO�EH�XVLQJ�HOHFWURQLF
DOJRULWKPV�WR�JHW�WKH�EHVW�SULFH�
,�WKLQN�WKDW�ILUPV�ZLOO�LQFUHDVLQJO\�WUDGH�WKURXJK�DOJRULWKPV�WKDW
EUHDN�XS�WKHLU�RUGHU��H[HFXWH�HDFK�SLHFH�DW�WKH�EHVW�SULFH�WKH\
FDQ�JHW�DQG�WKHQ�SXW�LW�DOO�EDFN�WRJHWKHU�DW�WKH�HQG�

*6��$ZD\�IURP�WKH�VSRW�PDUNHW��&UHGLW/LQN�DOVR�DFWV�DV�D�SUH�
WUDGH�FUHGLW�KXE�IRU�6()�WUDGLQJ"

-6��<HV��&UHGLW/LQN�KHOSV�RXU�FOLHQWV�DQG�IXWXUHV�FRPPLVVLRQ
PHUFKDQWV��)&0V��FRPSO\�ZLWK�UXOHV�XQGHU�'RGG�)UDQN��ZKLFK
PDQGDWHV�SUH�WUDGH�VFUHHQLQJ�RI�DOO�RUGHUV�HQWHUHG�LQWR�6()V���

*6��:KDW�ZDV�WKH�ELJJHVW�FKDOOHQJH�WR�JHWWLQJ�&UHGLW/LQN�OLYH
DV�D�FUHGLW�KXE"

-6��7KH�ELJJHVW�LVVXH�ZDV�JHWWLQJ�DOO�WKH�GLIIHUHQW�6()V�DQG
)&0V�WR�FRQQHFW�DQG�WHVW�SULRU�WR�WKH�GHDGOLQH�LQ�PLG�
)HEUXDU\��6LQFH�WKHQ��RYHU�����EX\�VLGH�FOLHQW
RUJDQLVDWLRQV�KDYH�PDQDJHG�WKHLU�SUH�WUDGH�FOHDULQJ
FHUWDLQW\�XVLQJ�&UHGLW/LQN��IRU�RYHU��������WUDGLQJ�DQG
FOHDULQJ�DFFRXQWV��:H·UH�QRZ�FRQQHFWHG�WR�DOO�WKH�PDMRU
6()V��FOHDULQJ�KRXVHV�DQG����)&0V��

*6��:LWK�D�PDQGDWH�IRU�FOHDULQJ�QRQ�GHOLYHUDEOH�IRUZDUGV
�1')V��H[SHFWHG�VRRQ��ZLOO�LW�EH�HDVLHU�WR�VHW�XS�D�KXE�IRU�);
DIWHU�KDYLQJ�GRQH�LW�IRU�UDWHV�DQG�FUHGLW"

-6��:H�DUH�DOUHDG\�OLYH�ZLWK�);�1')�VXSSRUW�WR�SUHSDUH�WKH
LQGXVWU\��,W�LV�HDVLHU�LQ�);�EHFDXVH�LW·V�RXU�FRUH�PDUNHW��
*6��*LYHQ�WKDW�LW·V�\RXU�FRUH�PDUNHW��DUH�\RX�ZRUNLQJ�RQ�DQ\
QHZ�LQLWLDWLYHV�LQ�);"

-6��2XU�QHZHVW�LQLWLDWLYH�LV�LQ�DVVHW�PDQDJHPHQW�SRVW�WUDGH
ZRUNIORZ��:H�DUH�XSJUDGLQJ�RXU�$OORFDWLRQ�6HUYLFH�WR�VXSSRUW�D
QHZHU�VW\OH�RI�WUDGLQJ���
,Q�WKH�ROG�ZRUOG��DVVHW�PDQDJHUV�KDG�RQH�SRVW�WUDGH�ZRUNIORZ�
WKH\�H[HFXWHG�D�EORFN�WUDGH�DQG�WKH\�WKHQ�IROORZHG�XS�E\
DOORFDWLQJ�WKDW�EORFN�WUDGH�WR�WKHLU�EDQNV�ZKHUH�WKH\�KDYH�D
ELODWHUDO�FUHGLW�UHODWLRQVKLS�
7KH\�PLJKW�H[HFXWH�DFURVV����EDQNV�DQG�WKH\�ZRXOG�H[HFXWH�D
IHZ�WUDGHV�D�GD\�SHU�FXUUHQF\�SDLU�DQG�WKHQ�DOORFDWH�WKHP
DFURVV�PDQ\�IXQGV��

*6��+RZ�KDV�WKLV�FKDQJHG"

-6��,Q�WKH�QHZ�ZRUOG��DVVHW�PDQDJHUV�DUH�EHLQJ�DVNHG�E\�WKHLU
LQYHVWRUV�WR�SURYH�EHVW�H[HFXWLRQ��$V�D�UHVXOW��PDQ\�RI�WKHP�DUH
WDNLQJ�RQ�OLTXLGLW\�DJJUHJDWRUV�RU�DOJRULWKPLF�H[HFXWLRQ�V\VWHPV

WR�SURYH�WKDW�WKH\�DUH�VRXUFLQJ�WKH�EHVW�SULFHV�
%\�GRLQJ�WKDW�WKH\�FUHDWH�D�GLIIHUHQW�SUREOHP�²�WKHLU�SRVW�WUDGH
ZRUNIORZ�ZDVQ·W�EXLOW�WR�SURFHVV�WKH�KLJKHU�YROXPHV�RU�ZRUN
DFURVV�D�ODUJH�QXPEHU�RI�YHQXHV��6R�ZH·YH�EHHQ�ZRUNLQJ�QRZ
ZLWK�D�IHZ�ODUJH�DVVHW�PDQDJHUV�DQG�VRPH�RI�WKH�DJJUHJDWRUV
WR�VWUHDPOLQH�WKH�673�RI�WKDW�ZRUNIORZ�WR�WKH�EDQNV�DQG�GR�WKH
FRQILUPDWLRQV��
7KH�RWKHU�FKDOOHQJH�WKDW�WKH�DVVHW�PDQDJHUV�KDYH�LV�ZKHUH
WKH\�XVHG�WR�KDYH�RQH�SRVW�WUDGH�ZRUNIORZ�SURFHVVLQJ
DOORFDWLRQ��ZKHUHDV�QRZ�WKH\�KDYH�IRXU�
,Q�DGGLWLRQ��WKHUH�LV�WKH�RQH�WKDW�,�MXVW�GHVFULEHG��ZKHUH
H[HFXWLQJ�WKURXJK�DQ�DJJUHJDWRU�EUHDNV�WKH�ZRUNIORZ�
,Q�WKH�SDVW��DVVHW�PDQDJHUV�GLGQ·W�OLNH�WR�XVH�3%V�EHFDXVH
WKH\�WU\�QRW�WR�FRQFHQWUDWH�DOO�WKHLU�FUHGLW�LQ�RQH�SODFH��%XW�QRZ
WKH\�ZDQW�PRUH�IOH[LELOLW\�LQ�WHUPV�RI�ZKHUH�WKH\�H[HFXWH�DQG�VR
WKH\�DUH�WDNLQJ�RQ�3%V�IRU�VRPH�RI�WKHLU�IORZ�VR�WKDW�WKH\�KDYH
WKH�IUHHGRP�WR�H[HFXWH�RQ�DQRQ\PRXV�(&1V��
)RU�WKHVH�DVVHW�PDQDJHUV��WKH�WUDGHV�WKDW�DUH�H[HFXWHG
WKURXJK�D�3%�ZLOO�KDYH�GLIIHUHQW�SRVW�WUDGH�ZRUNIORZV�WR�WKRVH
QRW�JRLQJ�WKURXJK�D�3%�
7KHQ�WKHUH�DUH�WKH�JOREDO�DVVHW�PDQDJHUV�ZKR�KDYH�WR�UHSRUW
XQGHU�(XURSHDQ�0DUNHW�,QIUDVWUXFWXUH�5HJXODWLRQ��(0,5��²
WKDW·V�D�WKLUG�SRVW�WUDGH�ZRUNIORZ�
7KH�IRXUWK�LV�DURXQG�1')V�DQG�RSWLRQV��ZKLFK�VRRQ�PD\�KDYH
WR�FOHDU��
$V�D�UHVXOW�RI�DOO�WKHVH�FKDQJHV��WKHLU�ZRUOG�KDV�EHFRPH�YHU\
FRPSOH[�LQ�WKH�ODVW�\HDU��

*6��,V�WKLV�GULYH�IRU�EHVW�H[HFXWLRQ�JRLQJ�WR�FRQWLQXH�WR�VKDSH
WKH�);�PDUNHW"

-6��,�WKLQN�WKDW�QHHG�WR�GHPRQVWUDWH�EHVW�H[HFXWLRQ�ZLOO�PHDQ
WKDW�WKH�XVH�RI�DOJRULWKPV�WR�WUDGH�LV�MXVW�JRLQJ�WR�JURZ�DQG
JURZ��XQWLO�ZH·UH�OHIW�ZLWK�D�VPDOOHU�JURXS�RI�EDQNV�WKDW�DUH
SULFH�PDNHUV�DQG�HYHU\RQH�HOVH�ZLOO�EH�D�SULFH�WDNHU�

*6��:LOO�ZH�VHH�PRUH�QRQ�EDQN�PDUNHW�PDNLQJ"

-6��7KDW·V�DQRWKHU�SDUW�RI�WKH�PDUNHW�WKDW·V�FKDQJLQJ��VRPH�RI�WKH
ELJ�OLTXLGLW\�SURYLGHUV�ZLOO�EH�WKH�ODUJH�KLJK�IUHTXHQF\�WUDGLQJ�ILUPV�

*6��:LOO�ZH�VHH�JUHDWHU�FRRSHUDWLRQ�EHWZHHQ�+)7V�DQG�WKH
EDQNV"

-6��7KDW·V�D�WULFN\�TXHVWLRQ�EHFDXVH�LW�GHSHQGV�RQ�WKH�EDQNV�
6RPH�RI�WKHP�DUH�YHU\�DQWL�+)7��ZKLOH�VRPH�VHH�LW�DV
YDOXDEOH���,�WKLQN�WKDW�WKH�SUHYDOHQFH�RI�+)7�ILUPV�LQ�WKH�);
PDUNHW�ZLOO�JURZ��

-LOO�6LJHOEDXP�LV�RQ�WKH
PDQDJHPHQW�WHDP�RI
7UDLDQD�DFWLQJ�DV�WKH�JOREDO
KHDG�RI�7UDLDQD·V�IRUHLJQ
H[FKDQJH�EXVLQHVV��6KH�LV
DOVR�WKH�JOREDO�KHDG�RI
DOOLDQFHV��WKH�SDUWQHUVKLSV
RI�7UDLDQD·V�SURGXFWV�DQG
VHUYLFHV�DFURVV�DOO�DVVHW
FODVVHV�
6KH�MRLQHG�7UDLDQD�LQ�����
DQG�KDV�RYHU����\HDUV�RI
H[SHULHQFH�LQ�VDOHV�DQG�PDUNHWLQJ�RI�WHFKQRORJ\�SURGXFWV�WR
ILQDQFLDO�LQVWLWXWLRQV�LQ�WKH�);�DQG�GHULYDWLYHV�VHFWRU�
,Q�SUHYLRXV�SRVLWLRQV��6LJHOEDXP�KDV�UXQ�JOREDO�VDOHV�IRU
ILQDQFLDO�VRIWZDUH�FRPSDQLHV��FRYHULQJ�IURQW���PLGGOH��DQG
EDFN�RIILFH�VROXWLRQV�IRU�);�DQG�GHULYDWLYHV�


