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&DSLWDO�0DUNHW�,QQRYDWLRQ3XEOLFDWLRQ�E\��6ZLVV�5H
([HFXWLYH�VXPPDU\
0DQ\�LQVXUDQFH�LQGXVWU\�SDUWLFLSDQWV�EHOLHYH�WKDW�FDSLWDO�PDUNHWV�KDYH�WKH�SRWHQWLDO�WR�EHDU VRPH�W\SHV�RI�LQVXUDQFH�ULVNV�PRUH�HIILFLHQWO\�WKDQ�LQVXUDQFH�PDUNHWV��OQ�UHFHQW�\HDUV��LQVXUHUV�KDYH�EHJXQ�LVVXLQJ�VHFXULWLHV�OLQNHG�WR�EXQGOHV�RI�LQVXUDQFH�ULVN��PRVW�FRPPRQO\�FDWDVWURSKH�ULVN��7KLV�UHSRUW�H[SORUHV�WKH�SURVSHFWV�IRU�WKHVH�FDSLWDO�PDUNHW VROXWLRQV�E\�ILUVW�H[DPLQLQJ�WKH�JHQHUDO�QDWXUH�RI�ILQDQFLDO�LQ�LQQRYDWLRQ�DQG�WKHQ�DVVHVVLQJ�FXUUHQW�PDUNHW�GHYHORSPHQWV�
)LQDQFLDO�LQQRYDWLRQ
)LQDQFLDO�LQQRYDWLRQ�² WKH�DFW�RI�GHYHORSLQJ�QHZ�SURGXFWV�DQG�SURFHVVHV�²KDV�EHHQ�UREXVW�LQ�UHFHQW�GHFDGHV� 2QH�UHIOHFWLRQ�RI�WKLV�DFWLYLW\�LV�WKH�H[SORVLYH�JURZWK�RI�GHULYDWLYHV�WUDGLQJ��ZKLFK�KDV�H[SDQGHG����IROG�VLQFH������
7KUHH�W\SHV�RI�IDFWRUV�GULYH�ILQDQFLDO�LQQRYDWLRQ��GHPDQG��VXSSO\��DQG�WD[HV�DQG�UHJXODWLRQ��'HPDQG�GULYHQ�LQQRYDWLRQ�RFFXUV�LQ�UHVSRQVH�WR�WKH�GHVLUH�RI�FRPSDQLHV�WR�SURWHFW�WKHPVHOYHV�IURP�PDUNHW�ULVNV�VXFK�DV�WKH�IOXFWXDWLRQ�RI�H[FKDQJH�UDWHV��LQWHUHVW�UDWHV��DQG�HQHUJ\�SULFHV��6XSSO\�VLGH�IDFWRUV�WKDW�HQFRXUDJH�ILQDQFLDO�LQQRYDWLRQ�LQFOXGH�LPSURYHPHQWV�LQ�WHFKQRORJ\�DQG�KHLJKWHQHG�FRPSHWLWLRQ�DPRQJ�ILQDQFLDO�VHUYLFH�ILUPV��2WKHU�ILQDQFLDO�LQQRYDWLRQ�RFFXUV�DV�D�UDWLRQDO�UHVSRQVH�WR�WD[HV�DQG�UHJXODWLRQ��DV�ILUPV�VHHN�WR�PLQLPL]H�WKH�FRVWV�WKDW�WKHVH�LPSRVH��2QFH�WKH�SDFH�RI�ILQDQFLDO�LQQRYDWLRQ�EHJDQ�WR�DFFHOHUDWH�LQ�WKH�����V��WKH�LPSHWXV�WR�LQQRYDWH�DVVXPHG�D�OLIH�RI�LWV�RZQ��0DMRU�%DQNV�DQG�LQVXUHUV�VHW�XS�SURGXFW�GHYHORSPHQW�XQLWV�WKDW�VHUYH�DV�HQJLQHV�RI�LQQRYDWLRQ�
*URZWK�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV
)ROORZLQJ�+XUULFDQH�$QGUHZ�DQG�WKH�1RUWKULGJH�HDUWKTXDNH�RI�WKH�HDUO\����V��SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH�ZDV�LQ�VKRUW�VXSSO\�DQG�SUHPLXP�UDWHV�PRUH�WKDW�GRXEOHG��,Q�UHDFWLRQ�WR�WKLV�UDWH�VSLNH��VRPH�LQVXUHUV�EHJDQ�GHYHORSLQJ�D�QHZ�FODVV�RI�ILQDQFLDO�LQVWUXPHQWV�WKDW�WUDQVIHU�LQVXUDQFH�ULVN�WR�FDSLWDO�PDUNHWV��$SSUR[LPDWHO\�86'������ELOOLRQ�ZRUWK�RI�WKHVH�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�KDYH�EHHQ�LVVXHG�ZRUOGZLGH�LQ�WKH�SDVW�ILYH�\HDUV��1HDUO\�WZR�WKLUGV�RI�WKHVH�WUDQVDFWLRQV�KDYH�LQYROYHG�FDWDVWURSKH�ERQGV��VZDSV�DQG�RSWLRQV��2WKHU�WUDQVDFWLRQV�LQFOXGH�FRQWLQJHQW�FDSLWDO�DQG�OLIH�LQVXUDQFH�VHFXULWL]DWLRQV��$IWHU�VHYHUDO�\HDUV�RI�UDSLG�JURZWK��WKH�SDFH�RI�LVVXDQFH�VORZHG�LQ������DQG������
&DSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�RIIHU�LVVXHUV�VHYHUDO�DGYDQWDJHV��LQFOXGLQJ�WKH�SRWHQWLDO�WR�UHGXFH�FRXQWHUSDUW\�ULVN�DQG�WR�GLYHUVLI\�IXQGLQJ�VRXUFHV��,QYHVWRUV�EHQHILW�IURP�QHZ�RSSRUWXQLWLHV�WR�GLYHUVLI\�WKHLU�SRUWIROLRV�DQG�HDUQ�KLJK�ULVN�DGMXVWHG�UHWXUQV�
7KLV�UHSRUW�UHYLHZV�WHQ�IDFWRUV�FULWLFDO�WR�WKH�VXFFHVV�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV��KLJKHU�UHLQVXUDQFH�SULFHV��OLTXLGLW\��WUDQVSDUHQF\��UHVROXWLRQ�RI�UHJXODWRU\��DFFRXQWLQJ��DQG�WD[�DPELJXLWLHV��EHWWHU�EHQFKPDUNV��
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LQGXVWU\�HGXFDWLRQ��UDWLQJV�DJHQF\�LQYROYHPHQW��QHZ�LQYHVWRUV��ILQDQFLDO�VHFWRU�FRQYHUJHQFH��DQG�VSHFLDOL]DWLRQ�7KH�LVVXDQFH�YROXPH�RI�FDWDVWURSKH�VHFXULWL]DWLRQV�VKRXOG�JURZ�IURP�LWV�FXUUHQW�DQQXDO�OHYHO�RI�86'���ELOOLRQ�WR�DSSUR[LPDWHO\�86'����ELOOLRQ�E\�������2YHU�WLPH�WKH�VHW�RI�VHFXULWL]HG�ULVNV�ZLOO�EHFRPH�PRUH�GLYHUVH��7KHUH�LV�YDVW�PDUNHW�SRWHQWLDO�IRU�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�OLQNHG�WR�QRQ�FDWDVWURSKH�ULVNV��,I�WKHVH�VROXWLRQV�IXOILOO�WKHLU�SRWHQWLDO��WKH�UDQJH�RI�ULVNV�WKDW�DUH�GHHPHG�LQVXUDEOH�ZLOO�H[SDQG�
&DSLWDO�0DUNHW�,QVXUDQFH�6ROXWLRQV
$�VHULHV�RI�PDMRU�FDWDVWURSKHV�FDQ�SUHFLSLWDWH�D�VKRUWDJH�RI�JOREDO�SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH�FDSDFLW\��GULYLQJ�XS�SULFHV��)RU�H[DPSOH��UHLQVXUDQFH�ZDV�LQ�YHU\�VKRUW�VXSSO\�LQ�WKH�ZDNH�RI�+XUULFDQH�$QGUHZ�DQG�WKH�1RUWKULGJH�HDUWKTXDNH��FDXVLQJ�SUHPLXP�UDWHV�WR�PRUH�WKDQ�GRXEOH�EHWZHHQ������DQG�������7KHVH�HYHQWV�VHW�LQWR�PRWLRQ�LQGXVWU\�HIIRUWV�WR�ILQG�DOWHUQDWLYH�VRXUFHV�RI�UHLQVXUDQFH�FDSDFLW\�$OWKRXJK�SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH�UDWHV�KDYH�GHFOLQHG�IURP�WKHLU������OHYHOV��WKH�QHHG�IRU�FDWDVWURSKH�LQVXUDQFH�FRQWLQXHV�WR�H[SDQG��*URZLQJ�SRSXODWLRQ�GHQVLWLHV��LQFUHDVLQJ�ZHDOWK��DQG�ULVLQJ�FRQFHQWUDWLRQV�RI�SURSHUW\�LQ�HQGDQJHUHG�DUHDV�KDYH�FUHDWHG�D�FOHDU�ORQJ�WHUP�WUHQG�WRZDUG�QDWXUDO�FDWDVWURSKH�ORVVHV�RI�LQFUHDVLQJ�VHYHULW\
��7KH�QXPEHU�RI�LQIODWLRQ�DGMXVWHG�ELOOLRQ�GROODU�QDWXUDO�FDWDVWURSKHV�JUHZ�IURP�VHYHQ�LQ�WKH�����V�WR�QLQH�LQ�WKH�����V�DQG����LQ�WKH�����V��7KH�UHLQVXUDQFH�LQGXVWU\��PRUHRYHU��UHJXODUO\�H[SHULHQFHV�FDSDFLW\�FRQVWUDLQWV�IRU�VSHFLILF�FDWDVWURSKH�H[SRVXUHV�
6RPH�RI�WKHVH�H[SRVXUHV�DUH�RI�VWDJJHULQJ�PDJQLWXGH��&RQVLGHU��i $Q�HDUWKTXDNH�RI�PDJQLWXGH�����RQ�WKH�1HZ�0DGULG�)DXOW�LQ�WKH�FHQWUDO�8QLWHG�6WDWHV�FDQ�SURGXFH�LQVXUHG�ORVVHV�H[FHHGLQJ�86'�����ELOOLRQ�i $�7RN\R�HDUWKTXDNH�RI�VLPLODU�OLNHOLKRRG�FDQ�SURGXFH�LQVXUHG�ORVVHV�RI�86'����ELOOLRQ�i $�)ORULGD�KXUULFDQH�ZLWK�VXVWDLQHG�ZLQG�VSHHGV�RI�PRUH�WKDQ�����PSK�FDQ�SURGXFH�LQVXUHG�ORVVHV�H[FHHGLQJ�86'����ELOOLRQ�
%HFDXVH�DGHTXDWH�LQVXUDQFH�FRYHUDJH�IRU�FDWDVWURSKH�H[SRVXUHV�VXFK�DV�WKHVH�LV�HLWKHU�SURKLELWLYHO\�H[SHQVLYH�RU�XQDYDLODEOH�DW�DQ\�SULFH��PDQ\�FDWDVWURSKH�H[SRVXUHV�DUH�RQO\�SDUWLDOO\�LQVXUHG��7KXV��WKH�XQLQVXUHG�ORVVHV�UHDOL]HG�LQ�WKH�ZDNH�RI�RQH�RI�WKHVH�FDWDVWURSKHV�PLJKW�EH�VHYHUDO�WLPHV�ODUJHU�WKDQ�WKH�PDJQLWXGHV�OLVWHG�DERYH��)DFHG�ZLWK�WKLV�VREHULQJ�UHDOLW\��LQGXVWU\�SDUWLFLSDQWV�KDYH�EHJXQ�GHYHORSLQJ�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�WR�KHOS�LQVXUH�DJDLQVW�SURSHUW\�FDWDVWURSKH�ULVNV�
7KH�EDVLF�ORJLF�LV�FRPSHOOLQJ��3XEOLFO\�WUDGHG�VWRFNV�DQG�ERQGV�KDYH�D�WRWDO�PDUNHW�YDOXH�RI�86'����WULOOLRQ��,PDJLQH�WKDW�VHFXULWLHV�LQYHVWRUV�ZHUH�WR�DGG�VHFXULWLHV�OLQNHG�WR�FDWDVWURSKH�ULVNV�WR�WKHLU�VWRFN�DQG�ERQG�SRUWIROLRV��$�86'�����ELOOLRQ�HYHQW�ZRXOG�UHSUHVHQW�OHVV�WKDQ������R�RI�WKH�JOREDO�PDUNHW�SRUWIROLR��)OXFWXDWLRQV�RI�WKLV�PDJQLWXGH�DUH�D�QRUPDO�GDLO\�RFFXUUHQFH�LQ�VHFXULWLHV�PDUNHWV��&DSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�DOVR�RIIHU�DGYDQWDJHV�IRU�QRQ�FDWDVWURSKLF�OLQHV�RI�EXVLQHVV��QRW�RQO\�IRU�LVVXHUV��EXW�DOVR�IRU�LQYHVWRUV�
$GYDQWDJHV�IRU�LVVXHUV
3ULFLQJ�DQG�DYDLODELOLW\/DUJH�VFDOH�SXUFKDVHUV�RI�UHLQVXUDQFH�RIWHQ�ILQG�WKDW�WKH�FRYHUDJH�WKH\�VHHN�LV�HLWKHU�XQDYDLODEOH�RU�SURKLELWLYHO\�H[SHQVLYH��7KLV�LV�EHFDXVH�UHLQVXUHUV�OLPLW�WKHLU�H[SRVXUH�WR�DQ\�RQH�ULVN��&RQVHTXHQWO\��VHFXULWL]DWLRQ�FDQ�VRPHWLPHV�FRVW�OHVV�WKDQ�WUDGLWLRQDO�UHLQVXUDQFH�RU�FDQ�RIIHU�FDSDFLW\�WKDW�LV�QRW�DYDLODEOH�RQ�WKH�WUDGLWLRQDO�UHLQVXUDQFH�PDUNHW��0RUHRYHU��VHFXULWL]DWLRQ�SURYLGHV�PXOWL\HDU�FRYHUDJH�DW�D�VHW�SULFH��0XOWL\HDU�SULFLQJ�LQVXODWHV�WKH�LVVXHU
V�FRVW�VWUXFWXUH�IURP�IOXFWXDWLRQV�LQ�UHLQVXUDQFH�SULFHV�
&UHGLW�ULVN3XUFKDVHUV�RI�UHLQVXUDQFH�WDNH�FRXQWHUSDUW\�ULVN�LQWR�DFFRXQW�ZKHQ�FKRRVLQJ�WKHLU�UHLQVXUHUV��7KH�WLPHV�ZKHQ�UHLQVXUDQFH�PDWWHUV�PRVW�DUH�RIWHQ�WKH�WLPHV�ZKHQ�UHLQVXUHUV�DUH�XQGHUJRLQJ�ILQDQFLDO�VWUHVV��,QVXUHUV�WKHUHIRUH�GLYHUVLI\�WKHLU�VRXUFHV�RI�UHLQVXUDQFH�DQG�SUHIHU�GRLQJ�EXVLQHVV�ZLWK�ILQDQFLDOO\�VWURQJ�UHLQVXUHUV��$V�HYLGHQFH�RI�WKLV�SUHIHUHQFH��UHLQVXUHUV�UDWHG�EHORZ�$$�DV�RI������ZURWH�MXVW�RQH�ILIWK�RI�UHLQVXUDQFH�SUHPLXPV�
&DSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�FDQ�EH�VWUXFWXUHG�WR�PLQLPL]H�FUHGLW�ULVN��ZKHQ�FDWDVWURSKH�ERQGV�DUH�LVVXHG��WKH�ILQGV�FROOHFWHG�DUH�LQYHVWHG�LQ�LQYHVWPHQW�JUDGH�VHFXULWLHV�DQG�JXDUDQWHHG�E\�D�KLJKO\�UDWHG�FRPSDQ\��7KH�VHFXULWLHV�DUH�KHOG�DV�FROODWHUDO�LQ�D�WUXVW�DFFRXQW�IRU�WKH�EHQHILW�RI�WKH�UHLQVXUHG�DQG�WKH�LQYHVWRUV��$�QRQ�86�UHLQVXUHU�XVXDOO\�HVWDEOLVKHV�WKH�WUXVW�DFFRXQW�DV�D�VSHFLDO�SXUSRVH�YHKLFOH��639���ZKLFK�WUDQVIRUPV�WKH�ULVN�IURP�UHLQVXUDQFH�ULVN�LQWR�DQ�LQYHVWPHQW�VHFXULW\��%HFDXVH�WKH�639�KROGV�FDSLWDO�GROODU�IRU�GROODU�DJDLQVW�DOO�SRWHQWLDO�FODLPV��WKH�DUUDQJHPHQW�FDQ�RIIHU�JUHDWHU�FUHGLW�TXDOLW\�WKDQ�FRQYHQWLRQDO�UHLQVXUDQFH��DOEHLW�DW�JUHDWHU�&RVW�'LYHUVLI\LQJ�VRXUFHV�RI�FDSDFLW\&RPSDQLHV�VHHNLQJ�WR�PLQLPL]H�WKH�FRVW�RI�ILQDQFLQJ�GLYHUVLI\�WKHLU�ILQGLQJ�VRXUFHV��(YHQ�LI�RQH�VRXUFH�RI�FUHGLW�LV�VOLJKWO\�PRUH�H[SHQVLYH�WKDQ�DQRWKHU��D�FRPSDQ\�PLJKW�VWLOO�DFFHVV�ERWK�MXVW�WR�EH�SUHSDUHG�IRU�FKDQJLQJ�PDUNHW�FRQGLWLRQV��6LPLODUO\��HYHQ�LI�LQVXUDQFH�VHFXULWL]DWLRQ�LV�QRZ�PRUH�FRVWO\�WKDQ�UHLQVXUDQFH��LW�PD\�VWLOO�SD\�WR�WDS�WKH�PDUNHW��'RLQJ�VR�ZLOO�DOORZ�TXLFN�DQG�HDV\�PDUNHW�DFFHVV�VKRXOG�FKDQJLQJ�FRQGLWLRQV�PDNH�VHFXULWL]DWLRQ�WKH�ORZHVW�FRVW�VRXUFH�RI�FRYHUDJH�
$GYDQWDJHV�WR�LQYHVWRUV



7KLUG�<HDU��,VVXH��� +2586��� RI��� -XQH ��������

+LJK�H[SHFWHG�UHWXUQV&DWDVWURSKH�ERQGV�W\SLFDOO\�SD\�LQWHUHVW�UDWHV�FORVH�WR�WKRVH�IRU�VLPLODUO\�UDWHG�HVRWHULF�VWUXFWXUHG�SDSHU��7KHVH�UDWHV�WHQG�WR�EH�KLJKHU�WKDQ�WKRVH�IRU�FRUSRUDWH�GHEW�DQG�WUDGLWLRQDO�DVVHW�EDFNHG�SDSHU��H�J��0%6V��FUHGLW�FDUG�UHFHLYDEOHV��FDUU\LQJ�WKH�VDPH�FUHGLW�UDWLQJ��,Q�SDUWLFXODU��D�UHSUHVHQWDWLYH�VDPSOH�RI����FDWDVWURSKH�ERQGV�LVVXHG�IURP������WR������ZHUH�SULFHG�DW�DQ�DYHUDJH�VSUHDG�RI������D�DERYH�WKH�ULVN�IOHH�/RQGRQ�,QWHUEDQN�2IIHUHG�5DWH��/,%25���HYHQ�WKRXJK�WKHLU�H[SHFWHG�ORVVHV�DYHUDJHG�MXVW������R��7KHVH�KLJK�VSUHDGV�FRPSHQVDWH�LQYHVWRUV�IRU��WKH�UHODWLYH�LOOLTXLGLW\�RI�FDWDVWURSKH�ERQGV��PRGHO�ULVN��FRQFHUQ�WKDW�H[SHFWHG�ORVVHV�DUH�DFWXDOO\�KLJKHU�WKDQ�HVWLPDWHG���DQG�WKH�QRQ�WUDGLWLRQDO�QDWXUH�RI�WKH�VHFXULWLHV�
3RUWIROLR�GLYHUVLILFDWLRQ(PSLULFDO�DQDO\VHV�VKRZ�WKDW�WKH�RFFXUUHQFH�RI�LQVXUDQFH�UHODWHG�HYHQWV�LV�XQ�UHODWHG�ZLWK�WKH�UHWXUQV�WR�VWRFNV�DQG�ERQGV��7KXV��LQYHVWLQJ�LQ�LQVXUDQFH�OLQNHG�VHFXULWLHV��,/6V��UHGXFHV�WKH�RYHUDOO�ULVNLQHVV�RI�DQ�LQYHVWPHQW�SRUWIROLR�,Q�UHFHQW�\HDUV��ILUPV�KDYH�GHYHORSHG�D�QHZ�FODVV�RI�ILQDQFLDO�LQVWUXPHQWV�WKDW�WUDQVIHU�LQVXUDQFH�ULVN�WR�WKH�FDSLWDO�PDUNHWV��$SSUR[LPDWHO\�86'������ELOOLRQ�RI�WKHVH�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�KDYH�EHHQ�LVVXHG�VLQFH������
5HFHQW�LQQRYDWLRQV
&DWDVWURSKH�ERQG1HDUO\�KDOI�RI�LQVXUDQFH�VHFXULWL]DWLRQ�WUDQVDFWLRQV�WR�GDWH�KDYH�LQYROYHG�FDWDVWURSKH�ERQGV��SRSXODUO\�NQRZQ�DV�FDW�ERQGV���,Q�D�W\SLFDO�WUDQVDFWLRQ��DQ�639�HQWHUV�LQWR�D�UHLQVXUDQFH�FRQWUDFW�ZLWK�D�FHGHQW�DQG�VLPXOWDQHRXVO\�LVVXHV�FDW�ERQGV�WR�LQYHVWRUV��,I�QR�ORVV�HYHQW�RFFXUV��LQYHVWRUV�UHFHLYH�D�UHWXUQ�RI�SULQFLSDO�DQG�D VWUHDP�RI�FRXSRQ�SD\PHQWV�WKDW�FRPSHQVDWH�WKHP�IRU�WKH�XVH�RI�WKHLU�ILQGV�DQG�WKHLU�ULVN�H[SRVXUH��,I�KRZHYHU��D�SUH�GHILQHG�FDWDVWURSKLF�HYHQW�GRHV�RFFXU��LQYHVWRUV�VWLIIHU�D�ORVV�RI�LQWHUHVW��SULQFLSDO��RU�ERWK��7KHVH�ILQGV�DUH�WUDQVIHUUHG�WR�WKH�FHGHQW��LQ�IXOILOOPHQW�RI�WKH�UHLQVXUDQFH�FRQWUDFW��

&DWDVWURSKH�VZDSV$QRWKHU�FRPPRQ�ZD\�WR�WUDQVIHU�FDWDVWURSKH�ULVN�LV�WKURXJK�D�VZDS�WUDQVDFWLRQ��LQ�ZKLFK�D�VHULHV�RI�IL[HG��SUHGHILQHG�SD\PHQWV�LV�H[FKDQJHG�IRU�D�VHULHV�RI�IORDWLQJ�SD\PHQWV�ZKRVH�YDOXHV�GHSHQG�RQ�WKH�RFFXUUHQFH�RI�DQ�LQVXUHG�HYHQW��7KH�WUDQVDFWLRQ�FDQ�EH�VWUXFWXUHG�DV�D�VZDS�RU�DQ�RSWLRQ��EXW�WKH�FDVK�IORZV�DUH�WKH�VDPH��7KH�FHGHQW�FDQ�HQWHU�LQWR�WKH�VZDS�GLUHFWO\�ZLWK�FRXQWHUSDUWLHV�RU�WKURXJK�D�ILQDQFLDO�LQWHUPHGLDU\��6ZDSV��E\�GHVLJQ��RIIHU�EHQHILWV�RYHU�FDWDVWURSKH�ERQGV��7KH\�DUH�VLPSOHU�WR�LPSOHPHQW�DQG�HQWDLO�IHZHU�IL[HG�FRVWV��8QOLNH�FDW�ERQGV��WKH\�GR�QRW�WLH�XS�FDSLWDO�LQ�DQ�639��6ZDSV�GR��KRZHYHU��HQWDLO�FUHGLW�ULVN�
,QGXVWU\�ORVV�ZDUUDQWLHV$Q�LQGXVWU\�ORVV�ZDUUDQW\��,/:��UHVHPEOHV�D�FDWDVWURSKH�VZDS�EXW�LV�VWUXFWXUHG�DV�D�UHLQVXUDQFH�WUDQVDFWLRQ��7KH�ULVN�WUDQVIHU�PHFKDQLVP�LV�D�GRXEOH�WULJJHU�WKDW�LV�DFWLYDWHG�RQO\�LI�LQVXUDQFH�LQGXVWU\�ORVVHV�DQG�DFWXDO�ORVVHV�LQFXUUHG�E\�WKH�SXUFKDVHU�RI�WKH�,/:�ERWK�H[FHHG�SUHVSHFLILHG�WKUHVKROGV��%HFDXVH�RI�WKH�LQGHPQLW\�UHTXLUHPHQW��WKH�,/:�FDQ�EH�WUHDWHG�DV�UHLQVXUDQFH�UDWKHU�WKDQ�DV�D�VZDS��7KH�DFWXDO�ORVV�OD\HU�LV�VHW�VR�ORZ�UHODWLYH WR�WKH�LQGXVWU\�ORVV�OD\HU��KRZHYHU��WKDW�WKH�DFWXDO�ORVV�HYHQW�LV�YHU\�OLNHO\�WR�RFFXU�VKRXOG�WKH�LQGXVWU\�ORVV�HYHQW�RFFXU��$V�VXFK��WKH�,/:�LV�SULFHG�EDVHG�RQ�WKH�ULVN�DVVRFLDWHG�ZLWK�WKH�LQGXVWU\�ORVV�OD\HU�
&RQWLQJHQW�FDSLWDO&RQWLQJHQW�FDSLWDO�LQVWUXPHQWV�SURYLGH�WKH�EX\HU�ZLWK�WKH�ULJKW�WR�LVVXH�DQG�VHOO�VHFXULWLHV�DW�D�IL[HG�SULFH�IRU�D�IL[HG�SHULRG�RI�WLPH�LI�D�SUHGHILQHG�HYHQW�RFFXUV��7KHVH�VHFXULWLHV�PD\�EH�HTXLW\��GHEW��RU�VRPH�K\EULG��)RU�H[DPSOH��DQ�LQVXUDQFH�FRPSDQ\�FDQ�SXUFKDVH�WKH�ULJKW�WR�LVVXH�VHFXULWLHV�WR�LQYHVWRUV�DW�D�SUH�QHJRWLDWHG�SULFH�LI�FDWDVWURSKH�UHODWHG�ORVVHV�H[FHHG�D�FHUWDLQ�WKUHVKROG��&RQWLQJHQW�FDSLWDO�GLIIHUV�IURP�LQVXUDQFH�LQ�WKDW�LW�GRHV�QRW�SURYLGH�LQGHPQLILFDWLRQ��,W�SURYLGHV�DFFHVV�WR�FDSLWDO�WKDW�HLWKHU�GLOXWHV�HTXLW\�RU�PXVW�EH�UHSDLG�
([FKDQJH�WUDGHG�RSWLRQV$OWKRXJK�HIIRUWV�WR�GDWH�WR�GHYHORS�H[FKDQJH�WUDGHG�FDWDVWURSKH�RSWLRQV�VXFK�DV�WKH�3&6�RSWLRQV�OLVWHG�RQ�WKH�&KLFDJR�%RDUG�RI�7UDGH�KDYH�QRW�EHHQ�VXFFHVVIXO��H[FKDQJH�WUDGHG�LQVWUXPHQWV�PD\�HYHQWXDOO\�EHFRPH D�ZLGHO\�DFFHSWHG�PHDQV�RI�WUDQVIHUULQJ�LQVXUDQFH�ULVN�WR�FDSLWDO�PDUNHWV��3&6�H[FKDQJH�WUDGHG�FDWDVWURSKH�FDOO�RSWLRQV�DUH�VWDQGDUGL]HG�FRQWUDFWV�WKDW�SURYLGH�WKH�SXUFKDVHU�ZLWK�D�FDVK�SD\PHQW�LI�DQ�LQGH[�PHDVXULQJ�FDWDVWURSKH�ORVVHV�H[FHHGV�D�FHUWDLQ�OHYHO��NQRZQ�DV�WKH�VWULNH�SULFH��,I�WKH�FDWDVWURSKH�LQGH[�UHPDLQV�EHORZ�WKH�VWULNH�SULFH�IRU�WKH�SUHVSHFLILHG�WLPH�SHULRG��WKH�RSWLRQV�H[SLUH�ZRUWKOHVV�DQG�WKH�VHOOHU�NHHSV�WKH�SUHPLXP��,I��KRZHYHU��WKH�FDWDVWURSKH�ORVV�LQGH[�H[FHHGV�WKH�VWULNH�SULFH��WKH�SXUFKDVHU�RI�WKH�RSWLRQV�UHFHLYHV�² DQG�WKH�VHOOHU�SURYLGHV�² FDVK�SD\PHQW�HTXDO�WR�WKH�GLIIHUHQFH�EHWZHHQ�WKH�FDWDVWURSKH�LQGH[�DQG�WKH�VWULNH�SULFH��$Q�LQVXUHU�SXUFKDVLQJ�D�FDWDVWURSKH�FDOO�RSWLRQ�LV�KHGJLQJ�DJDLQVW�WKH�ULVN�WKDW�ODUJH�DJJUHJDWH�PDUNHW�ORVVHV��DV�PHDVXUHG�E\�WKH�LQGH[��ZLOO�H[FHHG�WKH�VWULNH�SULFH�
$OWKRXJK�DOO�WKHVH�LQVWUXPHQWV�WUDQVIHU�LQVXUDQFH�ULVN�WR�FDSLWDO�PDUNHWV��VRPH�DUH�PRUH�VXLWDEOH�WKDQ�RWKHUV�LQ�SDUWLFXODU�VLWXDWLRQV��7R�LOOXVWUDWH�WKH�GLIIHUHQFHV�EHWZHHQ�WKHVH�LQVWUXPHQWV��7DEOH���KLJKOLJKWV�WKH�DGYDQWDJHV�DQG�OLPLWDWLRQV�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�YLV�D�YLV�SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH��WKH�WUDGLWLRQDO�PHDQV�RI�SURWHFWLQJ�DJDLQVW�FDWDVWURSKH�ORVVHV��,Q�SDUWLFXODU��LW�FRPSDUHV�FDWDVWURSKH�ERQGV��D�GHEW�LQVWUXPHQW���3&6�RSWLRQV��DQ�H[FKDQJH�WUDGHG�LQVWUXPHQW���DQG�FRQWLQJHQW�FDSLWDO�ZLWK�WUDGLWLRQDO�SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH�
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&RPSDULVRQ�RI�FDSLWDO�PDUNHW�LQVWUXPHQWV�ZLWK�UHLQVXUDQFH�
&DW�ERQGV���VZDSV 3&6�RSWLRQV &RQWLQJHQW�FDSLWDO 3URSHUW\�FDWDVWURSKH�UHLQVXUDQFH&RPSHQVDWLRQ���ILQDQFLQJ &RPSHQVDWHV�EX\HU�DJDLQVW�ORVVHV��VXEMHFW�WR�EDVLV�ULVN

&RPSHQVDWHV�EX\HU�DJDLQVW�ORVVHV��VXEMHFW�WR�EDVLV�ULVN
3URYLGHV�ILQDQFLQJ�RQ�SUH�DJUHHG�WHUPV�LQ�FDVH�RI�ORVV�HYHQW��1R�LQGHPQLILFDWLRQ

&RPSHQVDWHG�UHLQVXUHG�DJDLQVW�ORVVHV
%DVLV�ULVN 3UHVHQW�LQ�GHDOV�ZLWK�WULJJHU�EDVHG�RQ�LQGH[

6LJQLILFDQW 'HSHQGV�RQ�WKH�LQGH[��WULJJHU�XVHG 0LQLPDO
&UHGLW�ULVN 0LQLPDO��&DSLWDO�LV�LQYHVWHG�LQ�VDIH�VHFXULWLHV�KHOG�E\�WUXVWHH

0LQLPDO��2EOLJDWLRQV�JXDUDQWHHG�E\�WKH�H[FKDQJH
0LQLPDO��&DSLWDO�LV�LQYHVWHG�LQ�VDIH�VHFXULWLHV�KHOG�E\�WUXVWHH

'HSHQGV�RQ�VROYHQF\�RI�WKH�UHLQVXUHU
/LTXLGLW\�IRU�ULVN�WDNHU &XUUHQWO\�ORZ��([SHFWHG�WR�LPSURYH�DV�PDUNHW�GHYHORSV

&XUUHQWO\�ORZ��([SHFWHG�WR�LPSURYH�DV�PDUNHW�GHYHORSV
/RZ /LPLWHG�WR�UHWURFHVVLRQ�PDUNHW

:HOO�HVWDEOLVKHG�XQGHUZULWLQJ�DFFRXQWLQJ�UXOHV"
<HV 1R 1R <HV

:HOO�HVWDEOLVKHG�DFFRXQWLQJ�UXOHV�IRU�LQYHVWRUV"
<HV <HDV 1R <HV

6WDQGDUGL]DWLRQ &XVWRPL]HG 6WDQGDUGL]HG� &XVWRPL]HG &XVWRPL]HG0XOWL\HDU�SULFLQJ $YDLODEOH 1R $YDLODEOH $YDLODELOLW\�GHSHQGV�RQ�PDUNHW�FRQGLWLRQV7UDQVDFWLRQ�FRVWV�UHODWLYH�WR�UHLQVXUDQFH
+LJK���H[SHFWHG�WR�GHFUHDVH�DV�ILUPV�JDLQ�H[SHULHQFH

/RZ +LJK���H[SHFWHG�WR�GHFUHDVH�DV�ILUPV�JDLQ�H[SHULHQFH
1�$

0DUNHW�GHYHORSPHQWV�7R�GDWH��PRUH�WKDQ�86'���ELOOLRQ�RI�SURSHUW\�FDWDVWURSKH�ULVN�KDV�EHHQ�VHFXULWL]HG�ZRUOGZLGH��7KH�ILUVW�QRQ�H[FKDQJH�WUDGHG�FDSLWDO�PDUNHW�SURGXFW�WKDW�LQVXUHG�DJDLQVW�FDWDVWURSKH�ORVVHV�ZDV�D�86'����PLOOLRQ�FDW�ERQG�LVVXHG�LQ������E\�+DQQRYHU�5H��&DW�ULVN�VHFXULWL]DWLRQ�DFKLHYHG�DQ�DQQXDO�YROXPH�RI�86'���ELOOLRQ�LQ������DQG�86'�����ELOOLRQ�LQ�������)LJXUH�����7KLV�UDSLG�JURZWK�UDLVHG�WKH�H[SHFWDWLRQ�DPRQJ�PDUNHW�SDUWLFLSDQWV�WKDW�FDSLWDO�PDUNHWV�ZRXOG�VRRQ�GHYHORS�LQWR�D�VLJQLILFDQW�FKDQQHO�IRU�VKDULQJ�FDWDVWURSKH�ULVN��7KHQ�WKH�JURZWK�KDOWHG��9�KDW�KDSSHQHG"�$�����GHFOLQH�LQ�SURSHUW\�FDWDVWURSKH�UHLQVXUDQFH�SULFHV�IURP������WR������PDGH�WKH�SULFLQJ�RI�VHFXULWL]DWLRQ�GHDOV�OHVV�DWWUDFWLYH�E\�FRPSDULVRQ�7KRXJK�PRVW�VHFXULWL]DWLRQV�WR�GDWH�KDYH�EHHQ�UHODWHG�WR�FDWDVWURSKH�HYHQWV��WKHUH�KDYH�EHHQ�D�IHZ�QRWDEOH�OLIH�VHFXULWL]DWLRQ�GHDOV�DV�ZHOO��+DQQRYHU�5H�WUDQVIHUUHG�LWV�QHZ�SROLF\�DFTXLVLWLRQ�FRVWV�WR�WKH�FDSLWDO�PDUNHW�LQ������DQG�KDV�IROORZHG�ZLWK�WKUHH�PRUH�RIIHULQJV��2WKHU�FRPSDQLHV�WKDW�KDYH�GRQH�VXFFHVVIXO�OLIH�VHFXULWL]DWLRQV�LQFOXGH�1DWLRQDO 3URYLGHQW�,QVWLWXWLRQ��$PHULFDQ�6NDQGLD�/LIH��DQG�$OOHDQ]D�*HQHUDOL��0RVW�RI�WKHVH�GHDOV�KDYH�EHHQ�PRWLYDWHG�E\�WKH�QHHG�IRU�IXQGLQJ�DV�RSSRVHG�WR�ULVN�WUDQVIHU�
)XWXUHV�DQG�RSWLRQV�FRQWUDFWV�EDVHG�RQ�WKH�LQLWLDO�YHUVLRQ�RI�WKH�&KLFDJR�%RDUG�RI�7UDGH��&%27��FDW�LQGH[�EHJDQ�WUDGLQJ�LQ�'HFHPEHU������EXW�WKHUH�ZDV�OLWWOH�DFWLYLW\�LQ�WKH�PDUNHW��7UDGLQJ�LQ�WKHVH�VHFXULWLHV�ZDV�KDOWHG��$�VHFRQG�YHUVLRQ�RI�WKH�LQGH[��FRPSLOHG�E\�3&6��ZDV�LQWURGXFHG�LQ�������7KHVH�VHFXULWLHV�PHW�ZLWK�OLPLWHG�VXFFHVV��$W�LWV�SHDN��WKH�WRWDO�FDSDFLW\�FUHDWHG�E\�3&6�RSWLRQV�ZDV�86'����PLOOLRQ��7UDGLQJ�LQ�WKHVH�RSWLRQV�KDV�VORZHG�WR�D�YLUWXDO�KDOW�
,Q�D�VHSDUDWH�LQLWLDWLYH��WKH�%HUPXGD�&RPPRGLWLHV�([FKDQJH��%&(��ZDV�ODXQFKHG�LQ������WR�WUDGH�SURSHUW\�FDWDVWURSKH�OLQNHG�RSWLRQ�FRQWUDFWV��7KH�%&(�VXVSHQGHG�RSHUDWLRQV�LQ������GXH�WR�ODFN�RI�DFWLYLW\�
7KHVH�GHYHORSPHQWV�VXJJHVW�WZR�TXHVWLRQV��+RZ�PLJKW�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�HYROYH�LQ�FRUQLQJ�\HDUV"�:KDW�ZLOO�LW�WDNH�IRU�WRGD\
V�VSXUWV�RI�FDSLWDO�PDUNHW�DFWLYLW\�WR�PDWXUH�LQWR�D�IULOO�IOHGJHG�PDUNHW"'LVFXVVLRQV�ZLWK�LQGXVWU\�SDUWLFLSDQW¶V�SRLQW�WR�WHQ�IDFWRUV�WKDW�DUH�FULWLFDO�WR�WKH�VXFFHVVIXO�GHYHORSPHQW�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�
7HQ�6XFFHVV�)DFWRUV
�� +DUG�UHLQVXUDQFH�PDUNHW%\�IDU�WKH�PRVW�LPSRUWDQW�GHWHUPLQDQW�RI�WKH�VXFFHVV�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�DUH�ZKHWKHU�WKH\�FDQ�RIIHU�LVVXHUV�FRPSHWLWLYH�SULFLQJ��5LVLQJ�UHLQVXUDQFH�UDWHV�LQ�WKH�HDUO\�����V�VWLPXODWHG�WKH�GHPDQG�IRU�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�WR�VXEVWLWXWH�IRU�UHLQVXUDQFH��-XVW DV�WKHVH�VROXWLRQV�EHJDQ�WR�GHYHORS�LQ�WKH�PLG�����V��KRZHYHU��UHLQVXUDQFH�SUHPLXP�UDWHV�GHFOLQHG�WR�OHYHOV�VR�ORZ�WKDW�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�ZHUH��E\�DQG�ODUJH��QR�ORQJHU�FRPSHWLWLYHO\�SULFHG�$�KDUGHQLQJ�RI�WKH�UHLQVXUDQFH�PDUNHW�ZRXOG�KHOS IRVWHU�JUHDWHU�DFFHSWDQFH�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV��$�PDMRU�FDWDVWURSKH�RU�D�GRZQWXUQ�LQ�VHFXULWLHV�SULFHV�WKDW�UHQGHUV�VHYHUDO�LQVXUHUV�LQVROYHQW�FRXOG�SUHFLSLWDWH�WKLV��7KH�XQDYDLODELOLW\�RI�DPSOH��UHDVRQDEO\�SULFHG�LQVXUDQFH�RU�UHLQVXUDQFH KDV�VSXUUHG�LQQRYDWLRQ�EHIRUH��DFFHOHUDWLQJ�WKH�JURZWK�RI�FDSWLYHV�LQ�WKH�����V�DQG�WKH�IRXQGLQJ�RI�WKH�%HUPXGD�PDUNHW�LQ�WKH�����V�
�� /LTXLGLW\$QRWKHU�NH\�DWWULEXWH�RI�LQVXUDQFH�OLQNHG�VHFXULWLHV��,/6V��LV�WKHLU�OLTXLGLW\��,I�WKH�VHFRQGDU\�PDUNHW�IRU�WKHVH�VHFXULWLHV�LV�DFWLYH��
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LQYHVWRUV�FDQ�XQZLQG�WKHLU�SRVLWLRQV�ZLWK�D�PLQLPXP�RI�GLIILFXOW\�DQG�DW�ORZ�FRVW��7KH�DEVHQFH�RI�WKLV�OLTXLGLW\�PDNHV�WKH�VHFXULWLHV�D�OHVV�DWWUDFWLYH�LQYHVWPHQW�YHKLFOH��7KH�QHHG�IRU�OLTXLGLW\�LV�D�
FKLFNHQ�DQG�HJJ
�SUREOHP��IRU�WKH�SULFLQJ�RQ�,/6V�WR�LPSURYH��PRUH�LQYHVWRUV�PXVW�EHFRPH�LQWHUHVWHG�LQ�WKHP��,QYHVWRUV��KRZHYHU��ZRXOG�UDWKHU�VHH�PRUH�GHDO�IORZ�EHIRUH�GHYRWLQJ�WLPH�DQG�HIIRUW�WR�DQDO\]LQJ�WKHVH�VHFXULWLHV�
7UDGLWLRQDO�UHLQVXUDQFH�PDUNHWV�DUH�IDU�OHVV�OLTXLG�WKDQ�VHFXULWLHV�PDUNHWV��$Q�DFWLYH�PDUNHW�IRU�,/6V�FRXOG�PDNH�LQVXUDQFH�ULVNV�VXEVWDQWLDOO\�PRUH�OLTXLG�WKDQ�WKH\�DUH�WRGD\��([SHULPHQWDWLRQ�ZLOO�LQFOXGH�WKH�FUHDWLRQ�RI�QHZ�FRQWUDFWV�RQ�HVWDEOLVKHG�FRPPRGLW\�H[FKDQJHV�DQG�WKH�GHYHORSPHQW�RI�HQWLUHO\�QHZ�H[FKDQJHV�GHGLFDWHG�WR�WKH�HIILFLHQW�H[FKDQJH�RI�ULVNV�DPRQJ�LQVXUHUV��%RWK�DSSURDFKHV�KDYH�EHHQ�WULHG��HDFK�LV�D�UHDVRQDEOH�SRVVLELOLW\��-XVW�DV�OHDGLQJ�VHFXULWLHV�ILUPV�KDYH�IRXQG�LW�ZRUWKZKLOH�WR�FUHDWH�QHZ�HOHFWURQLF�H[FKDQJHV�WR�IDFLOLWDWH�WKH�HIILFLHQW�WUDGLQJ�RI�VWRFNV�DQG�ERQGV��LQVXUHUV�VKRXOG�ILQG�YDOXH�LQ�GHYHORSLQJ�HIILFLHQW�PHFKDQLVPV�IRU�VKDULQJ�ULVNV�
�� 7UDQVSDUHQF\$�NH\�DGYDQWDJH�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�LV�WKDW�WKH\�SHUPLW�JUHDWHU�WUDQVSDUHQF\��WKHUHE\�DOORZLQJ�D�ODUJHU�JURXS�RI�LQYHVWRUV�WR�EHDU�D�JLYHQ�ULVN�WKDQ�ZDV�SUHYLRXVO\�IHDVLEOH��7KLV�DGYDQWDJH�LV�LPSRUWDQW�EHFDXVH�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�FRPSHWH�ZLWK�UHLQVXUDQFH��D�PDWXUH��VWDQGDUGL]HG�PHDQV�RI�ULVN�WUDQVIHU�WKDW�LV�ZLGHO\�DFFHSWHG�LQ�WKH�PDUNHWSODFH�DQG�VLPSOH�WR�H[HFXWH��7KH�UHLQVXUDQFH�LQGXVWU\�LV�JOREDO��ZHOO�HVWDEOLVKHG��DQG�SRVVHVVHV�WKH�H[SHUWLVH�QHHGHG�WR�XQGHUZULWH�D�ZLGH�UDQJH�RI�ULVNV��)RU�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�WR�VXFFHHG��WKH�EHQHILWV�RI�WUDQVSDUHQF\�PXVW�RXWZHLJK�WKH�LQIRUPDWLRQ�DGYDQWDJH�DQG�VNLOOV�WKDW�UHLQVXUHUV�SRVVHVV�
�� 5HVROXWLRQ�RI�UHJXODWRU\��DFFRXQWLQJ�DQG�WD[�DPELJXLWLHV5HJXODWRU\��OHJDO��WD[��DQG�DFFRXQWLQJ�UXOHV�KHDYLO\�LQIOXHQFH�ZKHWKHU��DQG�KRZ�ZLGHO\��D�ILQDQFLDO�LQQRYDWLRQ�LV�DGRSWHG��$V�WKH�UXOHV�DQG�UHJXODWLRQV�JRYHUQLQJ�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�JURZ�FOHDUHU��LQVXUHUV�ZLOO�EHFRPH�PRUH�ZLOOLQJ�WR�VHFXULWL]H�WKHLU�ULVNV��2QH�VXUYH\�IRXQG�WKLV�WR�EH�D�IDFWRU�FULWLFDO�WR�WKH�VXFFHVV�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV��%HFDXVH�RI�WKHLU�QHZQHVV��KRZHYHU��VRPH�FDSLWDO�PDUNHW�UHLQVXUDQFH�VROXWLRQV�SUHVHQWO\�UHFHLYH�OHVV�IDYRUDEOH�UHJXODWRU\�WUHDWPHQW�WKDQ�UHLQVXUDQFH��$V�WD[�DQG�UHJXODWRU\�DXWKRULWLHV�JURZ�IDPLOLDU�ZLWK�WKHVH�LQVWUXPHQWV��WKH\�ZLOO�EH�EHWWHU�HTXLSSHG�WR�HVWDEOLVK�FOHDU�VWDQGDUGV�DQG�UHJXODWLRQV�
�� 'HYHORSPHQW�RI�EHWWHU�EHQFKPDUNV$Q�LPSRUWDQW�VWHS�RQ�WKH�URDG�WR�D�OLTXLG�PDUNHW�IRU�,/6V�LV�WKH�HVWDEOLVKPHQW�RI�EHQFKPDUNV�WKURXJK�ZKLFK�LQGXVWU\�SDUWLFLSDQWV�FDQ�PRQLWRU�WKH�SURJUHVV�RI�D�JLYHQ�UHJLRQ�RU�OLQH�RI�EXVLQHVV��7KH�H[LVWHQFH�RI�ZHOO�DFFHSWHG�VWRFN�PDUNHW�LQGLFHV�VXFK�DV�WKH�)76(����DQG�WKH�1LNNHL�����DQG�EHQFKPDUN�VHFXULWLHV�OLNH�WKH�WHQ�\HDU�7UHDVXU\�ERQG�JUHDWO\�IDFLOLWDWHV�WKH�GHYHORSPHQW�RI�ILQDQFLDO�GHULYDWLYHV��$QDORJRXV�EHQFKPDUNV�IRU�WKH�LQVXUDQFH�LQGXVWU\�DUH�QHHGHG�WR�SURYLGH�D�VROLG�IRXQGDWLRQ�IRU�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV��
�� ,QGXVWU\�HGXFDWLRQ)RU�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�WR�ZLQ�EURDG�DFFHSWDQFH��D�FULWLFDO�PDVV�RI�LQVXUDQFH�LQGXVWU\�SDUWLFLSDQWV�PXVW�EHFRPH�IDPLOLDU�DQG�FRPIRUWDEOH�ZLWK�FDSLWDO�PDUNHW�FRQFHSWV��7KLV�ZLOO�UHTXLUH�DQ�H[WHQVLYH�HGXFDWLRQ�LQLWLDWLYH��3URIHVVLRQDO�OHDGHUVKLS�E\�LQGLYLGXDOV��FRPSDQLHV��DQG�LQGXVWU\�RUJDQL]DWLRQV�FDQ�KHOS�PDNH�WKLV�KDSSHQ�
�� &UHGLW�UDWLQJ�DJHQFLHV&UHGLW�UDWLQJ�DJHQFLHV�SOD\�D�FUXFLDO�UROH�LQ�WKH�GHYHORSPHQW�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV��7KHLU�UDWLQJV�RI�,/6�GHDOV�RIIHU�LQYHVWRUV�DQ�REMHFWLYH�DVVHVVPHQW�RI�MXVW�KRZ�ULVN\�WKH�VHFXULWLHV�DUH��0RUH�LPSRUWDQW��E\�GLVWULEXWLQJ�LQIRUPDWLRQ�WR�LQYHVWRUV�RQ�KRZ�WKH\�UDWH�WKHVH�WUDQVDFWLRQV�UDWLQJ�DJHQFLHV�SOD\�DQ�LQYDOXDEOH�HGXFDWLRQDO�UROH�
���$WWUDFWLQJ�1HZ�,QYHVWRUV,/6V�PXVW�DWWUDFW�QHZ�LQYHVWRUV��7KHVH�HDUO\�DGRSWHUV�LQFOXGH�ILUPV�ZLWK�LQVWLWXWLRQDO�NQRZOHGJH�RI�LQVXUDQFH�PDUNHWV��6RPH�LQVXUHUV�DQG�UHLQVXUHUV�LQYHVW�LQ�WKH�LQVWUXPHQWV�EHFDXVH�WKH\�RIIHU�D�VLPSOH�ZD\�WR�HQWHU�D�OLQH�RI�EXVLQHVV�RU�UHJLRQ�ZLWKRXW�EXLOGLQJ�FRVWO\�LQIUDVWUXFWXUH��,QGLYLGXDOV�ZKR�KDYH�ZRUNHG�LQ�WKH�LQVXUDQFH�LQGXVWU\�DV�XQGHUZULWHUV��DFWXDULHV��RU�VHFXULW\�DQDO\VLV�KDYH�EHJXQ�RSHQLQJ�DVVHWV�PDQDJHPHQW�ERXWLTXHV�LQYHVWLQJ�H[FOXVLYHO\�LQ�WKHVH�LQVWUXPHQWV�IRU�FOLHQWV��+HGJH�IXQGV�WKDW�LQYHVW�LQ�D�ZLGH�UDQJH�RI�DVVHWV�KDYH�DOVR�H[SUHVVHG�DQ�LQWHUHVW�LQ�WKHVH�VHFXULWLHV��0DQ\�LQYHVWRUV�IDYRU�KHGJH�IXQGV�ZKRVH�UHWXUQV�DUH�XQFRUUHODWHG�ZLWK�WKH�ERQG�DQG�VWRFN�PDUNHWV��,W�LV�SUHFLVHO\�WKLV�ODFN�RI�FRUUHODWLRQ�WKDW�LV�D�PDMRU�VHOOLQJ�SRLQW�RI�,/6V���
���)LQDQFLDO�6HFWRU�&RQYHUJHQFH:LWK�RQJRLQJ�ILQDQFLDO�PDUNHW�GHUHJXODWLRQ�LQ�(XURSH��$VLD�DQG�86$��)LQDQFLDO�LQVWLWXWLRQV�DUH�ORRNLQJ�WR�HQWHU�SURILWDEOH�LQVXUDQFH�OLQHV�RI�EXVLQHVV��7KHVH�QHZ�FRPSHWLWRUV�ZLOO�IRUFH�LQVXUHUV�WR�HPEUDFH�FKDQJH�6RPH�SURIHVVLRQDO�ULVN�PDQJHUV�DUH�EHJLQQLQJ�WR�DGGUHVV�D�ZLGH�DUUD\�RI�EXVLQHVV�ULVNV�VXFK�DV�LQWHUHVW�UDWHV��H[FKDQJH�UDWHV��FRPPRGLW\�SULFHV��DQG�HYHQ�ZHDWKHU��
����6SHFLDOL]DWLRQ
3URVSHFWV
7KH�H[DFW�W\SHV�RI�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�WKDW�ZLOO�ZLQ�DFFHSWDQFH�DQG�WKHLU�UDWH�RI�DGRSWLRQ�UHPDLQ�XQFHUWDLQ��'HVSLWH�WKLV�DPELJXLW\��WKH�FRPSHOOLQJ�EHQHILWV�WKDW�WKHVH�VROXWLRQV�RIIHU�² UHGXFHG�FUHGLW�ULVN��DGGHG�ULVN�FDSDFLW\��DQG�DQ�HQKDQFHG�DELOLW\�WR�VKLIW�ULVNV�WR�WKRVH�EHVW�SUHSDUHG�WR�EHDU�WKHP�VXJJHVW�WKDW�FRQYHUJHQFH�RI�WKH�FDSLWDO�DQG�LQVXUDQFH�PDUNHWV�ZLOO�FRQWLQXH��7KLV�VHFWLRQ�UHYLHZV�FXUUHQW�GHYHORSPHQWV�UHJDUGLQJ�FDSLWDO�PDUNHW�LQVXUDQFH�VROXWLRQV�DQG�FRQVLGHUV�ZKDW�WKH�IXWXUH�PLJKW KROG�
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7UHQG�LQ�5HLQVXUDQFH�,QGXVWU\

&XUUHQW�GHYHORSPHQWV
6HYHUDO�UHFHQW�GHYHORSPHQWV�KDYH�VWUHQJWKHQHG�WKH�PDUNHW�RXWORRN�IRU�LQVXUDQFH�VHFXULWL]DWLRQ�
+DUGHQLQJ�PDUNHWV,QWHUHVW�LQ�LQVXUDQFH�VHFXULWL]DWLRQ�KDV�EHHQ�UHNLQGOHG�LQ�UHFHQW�PRQWKV�EHFDXVH�RI�aG�ULVLQJ�UHLQVXUDQFH�SUHPLXP�UDWHV�LQ�PRVW�PDUNHWV�LQ�������7KHVH�LQFUHDVHV�UHIOHFW
6XEVWDQWLDO�SURSHUW\�FDWDVWURSKH�ORVVHV�LQ�������ZKLFK�ZDV�WKH�VHFRQG�ZRUVW�\HDU�RQ�UHFRUG��,Q�UHDFWLRQ�WR�WKHVH�FDWDVWURSKHV��D�QXPEHU�RI�LQVXUHUV�VXIIHULQJ�VHYHUH�ORVVHV�KDYH�ZLWKGUDZQ�IURP�WKH�PDUNHW�
$W�WKH�HQG�RI�������WKH�WZR�PRVW�VHYHUH�ZLQWHU�VWRUPV�LQ�D�GHFDGH�GHYDVWDWHG�DUHDV�RI�(XURSH��LQFOXGLQJ�)UDQFH��VRXWKHUQ�*HUPDQ\��DQG�6ZLW]HUODQG��6WRUPV�/RWKDU�DQG�0DUWLQ�FDXVHG�HFRQRPLF�ORVVHV�RI�86'����ELOOLRQ�DQG�86'���ELOOLRQ��UHVSHFWLYHO\��1HDUO\�KDOI�RI�WKHVH�GDPDJHV�ZHUH�LQVXUHG��UHLQVXUHG�ORVVHV�IRU�WKH�WZR�VWRUPV�ZHUH�86'�����ELOOLRQ�DQG�86'�����ELOOLRQ����,Q�UHVSRQVH�WR�WKHVH�HYHQWV�DQG�WKH�UHVXOWLQJ�KDUGHQLQJ�RI�WKH�UHLQVXUDQFH�PDUNHWV�LQ�(XURSH��VHYHUDO�PDMRU�UHLQVXUHUV�LVVXHG�FDW�ERQGV�FRYHULQJ�(XURSHDQ�ZLQGVWRUP�ULVN�DW�WKH�HQG�RI�������DQG�WKH�EHJLQQLQJ�RI������
5HJXODWRU\��WD[��DQG�DFFRXQWLQJ�LVVXHV6HYHUDO�NH\�LVVXHV�DUH�XQGHU�GHEDWH�E\�UHJXODWRU\��DFFRXQWLQJ��DQG�WD[�DXWKRULWLHV�
,QVXUDQFH�&RPPLVVLRQHUV&RPPLVVLRQHUV�PXVW�DSSURYH�,/6�SURGXFWV��FXUUHQWO\�VHYHUDO�VWDWHV�LQ�86�DQG�VHYHUDO�(XURSHDQ�FRXQWULHV�DUH�DSSURYLQJ�WKHVH�DOWHUQDWLYHV�
$FFRXQWLQJ�VWDWXV�LI�GHULYDWLYHV$QRWKHU�TXHVWLRQ�WKDW�UHJXODWRUV�DUH�DGGUHVVLQJ�LV�KRZ�DQ�LQVXUHU¶V�SXUFKDVH�RI�D�GHULYDWLYH�VHFXULW\�WR�KHGJH�LWV�XQGHUZULWLQJ�ULVN�VKRXOG�EH�WUHDWHG�IRU�DFFRXQWLQJ�SXUSRVHV�
6WDQGDUGL]DWLRQ�DQG�(GXFDWLRQ6WDQGDUGL]DWLRQ�DQG�SXEOLF�OHDGHUVKLS�DUH�YDOXDEOH�PHDQV�E\�ZKLFK�WR�SURPRWH�WKH�GHYHORSPHQW�RI�D�QHZ�PDUNHW�9LVLW,QVXUH�(J\SW�#ZZZ�LQVXUHHJ\SW�FRP
:KHUH�\RX�FDQ�

x *HW�LQIRUPDWLRQ�DERXW�(J\SW�LQVXUDQFH�PDUNHW
x *HW�LQIRUPDWLRQ�DERXW�(J\SW�HFRQRP\
x 'LUHFWRU\�RI�(J\SWLDQ�,QVXUDQFH�&RPSDQLHV��$VVRFLDWLRQ�DQG�,QVWLWXWHV
x 'RZQORDG�RI�+RUXV�1HZVOHWWHU�(J\SW��VW�(OHFWURQLF�,QVXUDQFH�1HZVOHWWHU
x $FHVV�WR�,QVXUH�(J\SW�1HZV�'LJHVW�
x $FHVV�WR�6HYHUDO�8QGHUZULWLQJ�LQIRUPDWLRQ�UHTXLUHG�IRU�6SHFLDO�&ODVVHV�RI�%XVLQHVV�LQFOXGLQJ�$YLDWLRQ��(QHUJ\��)LQDQFLDO�,QVWLWXWLRQV�(WF�
x 6HYHUDO�$UDELF�3DSHUV
x +DYH�DFFHVV�WR�%ULHIV�RI�VHYHUDO�SXEOLFDWLRQV�UHOHDVHG�E\�7KH�LQWHUQDWLRQDO�LQVXUDQFH�	�UHLQVXUDQFH�FRPSDQLHV�
x /LQNV�WR�RYHU�����6LWHV�RI�LQVXUDQFH�UHODWHG�VLWHV�
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7UHQG�LQ�5HLQVXUDQFH�,QGXVWU\ LQ���VW &HQWXU\3XEOLFDWLRQV�UHOHDVHG�LQ�*OREDO�5HLQVXUDQFH
7KH�UH�LQVXUDQFH�LQGXVWU\�LV�DW�D�VWUDWHJLF�FURVVURDGV��7KH�LQGXVWU\�LV�MXVW�HPHUJLQJ�IURP�RYHU�D�GHFDGH�RI�UHODWLYHO\�ORZ�JURZWK�DQG�SRRU�SURILWDELOLW\��+RZHYHU�WKH�GDQJHU�LV�WKDW�WKH�FXUUHQW��SRWHQWLDOO\�VKRUW�WHUP��KDUGHQLQJ�RI�WKH�PDUNHW�ZLOO�SUHYHQW�PDQ\�LQGXVWU\�SOD\HUV�VHOHFWLQJ�DQG�LPSOHPHQWLQJ�WKH�WUDWHJLF�GHFLVLRQV�WKDW�DUH�QHHGHG�WR�SURYLGH�WKH�EDVLV�RI�D�VXVWDLQDEOH�ORQJ�WHUP�IXWXUH�IRU�WKH�ULVN�WUDQVIHU�EXVLQHVV��6RPH�PDMRU�QRQ�OLIH�UH�LQVXUHUV�VKRZ�VLJQV�RI�
UHWUHDWLQJ�IURP�ULVN
��DQG�VHHNLQJ�QHZ�UHYHQXHV�LQ�OLIH��LQVXUDQFH�DQG�RU�IXQGV�PDQDJHPHQW�EXVLQHVVHV��7KLV�UHVHDUFK�SDSHU�DQDO\VHV�WKH�FXUUHQW�VLWXDWLRQ�DQG�WUHQGV�LQ�WKH�LQGXVWU\��DQG�FDXWLRQV�DJDLQVW�WKLV�VWUDWHJ\��,QVWHDG�LW�DUJXHV�WKDW�ZKDW�LV�QHFHVVDU\�LV�D�PRUH�IXQGDPHQWDO�
URRW�DQG�EUDQFK
�UHYLHZ�RI�WKH�LQGXVWU\
V�VWUXFWXUH�DQG�RSHUDWLRQV��DV�ZHOO�DV�WKH�SURGXFWV�DQG�VHUYLFHV�LW�RIIHUV�
5HLQYHQWLQJ�UH�LQVXUDQFH�IRU�WKH�WZHQW\�ILUVW�FHQWXU\
7KH�&KDOOHQJH0RVW�UH�LQVXUDQFH�FRPSDQLHV�KDYH�GHOLYHUHG�ORZ�JURZWK�DQG�SRRU�SURILWDELOLW\�RYHU�WKH�ODVW����WR����\HDUV��7R�LWV�FXVWRPHUV�SROLF\KROGHUV��WKH�UH�LQVXUDQFH�LQGXVWU\�KDV�SURYLGHG�SURGXFWV�WKDW�DUH�EHFRPLQJ�OHVV�UHOHYDQW��DW�D�GHOLYHU\�FRVW�WKDW�LV�VHHQ�DV�EHLQJ�WRR�KLJK��DQG�ZLWK�VHUYLFH�VDWLVIDFWLRQ�OHYHOV�WKDW�DUH�KDUGO\�VDWLVIDFWRU\�7KH�FRQYHQWLRQDO�DQVZHUV�WKHVH�LQGXVWU\�LOOV�DUH�WR�LQFUHDVH�SUHPLXP�UDWHV��WR�LPSURYH�SURILWDELOLW\���DQG�WR�VHHN�VDOYDWLRQ�WKURXJK�
FRQYHUJHQFH
�ZLWK�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\��&RQYHUJHQFH�LQ�WKLV�FRQWH[W�FDQ�PHDQ�VHYHUDO�WKLQJV��,W�LV�JHQHUDOO\�WDNHQ�WR�PHDQ�SODFLQJ�VRPH�XQGHUZULWLQJ�ULVN��XVXDOO\�SURSHUW\�FDWDVWURSKH�ULVN��GLUHFWO\�LQWR�WKH�FDSLWDO�PDUNHWV�± EXW�WKLV�VR�FDOOHG�LQVXUDQFH�OLQNHG�VHFXULWLVDWLRQ�DFWLYLW\��ZKLOVW�LQQRYDWLYH�DQG�LQWHUHVWLQJ��LV�QRW�\HW�PDWHULDO�WR�WKH�LQGXVWU\�DV�D�ZKROH��,Q�IDFW��WKHUH�LV�D�JUHDWHU�OHYHO�RI�WUDQVDFWLRQ�DFWLYLW\�DW�SUHVHQW�LQ�SODFLQJ�ULVNV�IURP�WKH�FDSLWDO�PDUNHW��SDUWLFXODUO\�FUHGLW�UHODWHG�ULVNV��LQWR�WKH�UH�LQVXUDQFH�LQGXVWU\�7KH�JUHDWHU�OHYHO�RI�FRQYHUJHQFH�RU�FURVVRYHU�DFWLYLW\�EHWZHHQ�WKH�UH�LQVXUDQFH�VHFWRU�DQG�RWKHU�VHFWRUV�RI�ILQDQFLDO�VHUYLFHV�LV�LQ�
ZHDOWK�PDQDJHPHQW
��UDWKHU�WKDQ�ULVN�PDQDJHPHQW��:HDOWK�PDQDJHPHQW�KHUH�LV�WDNHQ�WR�FRYHU�OLIH�	�KHDOWK��VDYLQJV�DQG�DVVHW�PDQDJHPHQWSURGXFWV�DQG�VHUYLFHV��,QFUHDVLQJO\�WKH�PDMRU�LQVXUHUV�DQG�UHLQVXUHUV�DUH�GLYHUWLQJ�UHVRXUFHV�DZD\�IURP�QRQ�OLIH�EXVLQHVV��SDUWLFXODUO\�RQ�WKH�FRUSRUDWH�ERRN��DQG�LQWR�HLWKHU�QRQ�OLIH�SHUVRQDO�EXVLQHVV��RU�PRUH�RIWHQ�LQWR�OLIH�DQG�DVVHW�PDQDJHPHQW�RSHUDWLRQV��7KLV�VWUDWHJ\�LV�GULYHQ�E\�D�UHGXFLQJ�DSSHWLWH�RQ�EHKDOI�RI�PDQ\�FDUULHUV�WR�DFFHSW�WKH�YRODWLOLW\�LQKHUHQW�LQ�SURSHUW\�FDVXDOW\�EXVLQHVV��DQG�WR�WDUJHW�LQVWHDG�OHVV�ULVN\�FODVVHV�RI�EXVLQHVV��7KLV�WUHQG�KDV�EHHQ�ODEHOHG�WKH�
UHWUHDW�IURP�ULVN
�E\�VRPH�FRPPHQWDWRUV�:KLOVW�WKH�UH�LQVXUDQFH�LQGXVWU\�GRHV�IDFH�VLJQLILFDQW�FKDOOHQJHV��WKLV�
UHWUHDW�IURP�ULVN
 GRHV�QRW�VHUYH�LWV�ORQJHU�WHUPV�VWUDWHJLF�LQWHUHVWV��,QVWHDG�WKH�SURSRVDO�LV�WKDW�WKH�UH�LQVXUDQFH�LQGXVWU\�QHHGV�WR�XQGHUWDNH�D�PRUH�IXQGDPHQWDO�URRW�DQG�EUDQFK�UHYLHZ�RI�LWV�VWUXFWXUH�DQG�RSHUDWLRQV�LQ�RUGHU�WR�SURYLGH�ULVN�WUDQVIHU�SURGXFWV�DQG�VHUYLFHV�WKDW�WUXO\�PHHW�WKH�QHHGV�RI�LWV�FXUUHQW�DQG�IXWXUH�FOLHQWV�
5HVHDUFK�$QDO\VLV7KH�QRQ�OLIH�UH�LQVXUDQFH�LQGXVWU\�LVQ¶W�ZRUNLQJ�WRR�ZHOO��7KH�JHQHUDO�VLWXDWLRQ�ZDV�YHU\�ZHOO�VXPPHG�XS�LQ�WKH�IROORZLQJ�H[WUDFW�IURP�D�UHVHDUFK�UHSRUW�LVVXHG�E\�6FKURGHU�6DORPRQ�6PLWK�%DUQH\�RQ��� 0D\������(VWDEOLVKHG�ZLVGRP�KDV�DOZD\V�KHOG�WKDW�JHQHUDO�LQVXUDQFH�LV�DQ�LQKHUHQWO\XQSURILWDEOH�EXVLQHVV�EHFDXVH�WRR�PXFK�FDSLWDO��IXHOOHG�E\�WKH�ORQJHVW�EXOO�PDUNHW�LQKLVWRU\��LV�FKDVLQJ�WRR�OLWWOH�SUHPLXP��,Q�D�PDUNHW�ZLWK�IHZ EDUULHUV�WR�HQWU\�DQG�ZLWKH[LVWLQJ�RSHUDWRUV�ZHGGHG�WR�WKH�EXVLQHVV�IURP�FUDGOH�WR�JUDYH��FRPSHWLWLRQ�DQGFDSLWDO��ERWK�GLUHFWO\�VXSSOLHG�DQG�RIIHUHG�LQGLUHFWO\�WKURXJK�FKHDS�UHLQVXUDQFH��DUHDOZD\V�LQ�DEXQGDQFH��,QVXUHUV�RIIHU�DQ�XQGLIIHUHQWLDWHG�SURGXFW�ZKHUH�FRVWV�DUHXQNQRZQ�WR�WKH�VXSSOLHU�DW�WKH�SRLQW�RI�VDOH�DQG�FDQ�RIWHQ�EH�LQIODWHG�VXEVHTXHQWO\�E\WKH�JRYHUQPHQWV�DQG�WKH�MXGLFLDU\��%X\HUV�DUH�GULYHQ�E\�SULFH��ZLWK�VHUYLFH�TXDOLW\KDUG�WR�DVVHVV�DW�WKH�RXWVHW��6ZLWFKLQJ�FRVWV�DUH�QHJOLJLEOH�VR�WKDW�WKH�FRVWV�RIEXVLQHVV�DFTXLVLWLRQ�RIWHQ�FDQQRW�EH�UHFRXSHG��,Q�VXFK�DV�D�EXVLQHVV�PRGH��LW�LVKDUGO\�VXUSULVLQJ�WKDW�SURILWV�KDYH�EHHQ�XQGHU�SUHVVXUH�
7KH�ILQDQFLDO�SHUIRUPDQFH�RI�WKH�UH�LQVXUDQFH�LQGXVWU\�KDV�EHHQ�WHUULEOH�LQ�UHFHQW�\HDUV��WKH�UDWLQJ�DJHQF\�)LWFK�FRQWLQXHV�WR�PDLQWDLQ�D�1HJDWLYH�5DWLQJ�2XWORRN�IRU�WKH�LQGXVWU\�
6WDQGDUG�	�3RRU
V�LQ�LWV�FRPPHQWU\��0D\�����������GHVFLULEHG�UHLQVXUDQFH�LQGXVWU\�³$�EULHI�SHULRG�RI�FDWDVWURSKH�LQGXFHG�SULFH�KLNHV�LV�QRW�JRLQJ�WR�WXUQ�DURXQG�DQ�LQGXVWU\�WKDW IRU�VHYHUDO�\HDUV�LQGXOJHG�LQ�OD[�XQGHUZULWLQJ�WKHQ�WRRN�WKH�EUXQW�RI�WHUURULVP�ORVVHV��1RW�RQO\�DUH�WKHUH�SDVW�VLQV�WR�UHFNRQ�ZLWK��EXW�D�EDOORRQLQJ�WUHQG�RI�QHZ�ORVVHV�HPHUJLQJ�IURP�SURIHVVLRQDO�OLDELOLW\�EXVLQHVV�OLQHV��)RU�WKHVH�UHDVRQV��WKH�RXWORRN�RQ�WKH�LQGXVWU\�UHPDLQV�QHJDWLYH��
)URP�D�VKDUHKROGHU�SHUVSHFWLYH��
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6KDUHKROGHUV�DUH�DWWUDFWHG�E\�JURZWK�DQG�SURILWV��8QIRUWXQDWHO\�QRQ�OLIH�LQVXUDQFH�LV�D�QR� RU�ORZ�JURZWK�LQGXVWU\��JURVV�QRQ�OLIH�SUHPLXP�YROXPHV�GHFOLQHG�����SHUFHQW�LQ�UHDO�WHUPV�LQ������DQG�JUHZ�E\�RQO\�����SHUFHQW�LQ�������VRXUFH��6ZLVV�5H�VLJPD���$OVR�WKH�RZQHUV�RI�UH�LQVXUDQFH�FRPSDQLHV�KDYH�QRW�UHFHLYHGDSSURSULDWH�ULVN�DGMXVWHG�UHWXUQV�RQ�FDSLWDO��DV�WKH�IROORZLQJ�WDEOH�RI�FRPSDUDWLYH�UHWXUQV�RQ�HTXLW\�IRU�WKH�ILYH�\HDUV�����������VRXUFH��%HVW¶V�5HYLHZ��-DQXDU\�������LOOXVWUDWHV��
5HWXUQ�RQ�(TXLW\ 0LQLPXP $YHUDJH 0D[LPXP 5DQJH3URSHUW\���FDVXDOW\�LQVXUDQFH � �� �� ��
'LYHUVLILHG�ILQDQFLDO� �� �� �� �&RPPHUFLDO�EDQNV �� �� �� �)RUWXQH���� �� �� �� �

7KH�SURSHUW\�FDVXDOW\�LQGXVWU\�VHHPV�LQ�IDFW�WR�GLVSOD\�LQYHUWHG�ULVN�UHWXUQ�SHUIRUPDQFH�FKDUDFWHULVWLFV��E\�\LHOGLQJ�EHORZ�DYHUDJH�UHWXUQV�IRU�DERYH�DYHUDJH�ULVN��5H�LQVXUDQFH�FRPSDQLHV�GR�IDFH�FRQIOLFWLQJ�SUHVVXUHV�RQ�WKH�OHYHO�RI�FDSLWDO�WKH\�VKRXOG�KDYH�RQ�WKH�EDODQFH�VKHHW� 3ROLF\KROGHUV��LQVXUDQFH�UHJXODWRUV��FUHGLW�UDWLQJ�DJHQFLHV�DOO��LQ�SULQFLSOH��ZDQW�D�UH�LQVXUHU�WR�KDYH�DV�PXFK�FDSLWDO�DV�SRVVLEOH�IRU�JUHDWHVW�VHFXULW\��VKDUHKROGHUV�ZDQW�D�UH�LQVXUHU�WR�KDYH�DV�OLWWOH�FDSLWDO�DV�SRVVLEOH�IRU�JUHDWHVW�UHWXUQ�RQ�FDSLWDO��5HVHDUFK�RQ�FDSLWDO�DGHTXDF\�DQG�ULVN�DGMXVWHG�SURILWDELOLW\�RI�WKH�YDULRXV�VHJPHQWV�ZLWKLQ�WKH�86�SURSHUW\�FDVXDOW\�LQGXVWU\�UHSRUWHG�E\�506�DQG�(5LVN��3UHVV�UHOHDVH�����$SULO�������,QGLFDWHV�WKDW�WKH�DYHUDJH�ULVN�DGMXVWHG�UHWXUQ�RQ�FDSLWDO��5$52&��LV�ORZ�DW����SHUFHQW��DQG�LV��VNHZHG�LQ�IDYRU�RI�QRQ�FDWDVWURSKLF�OLQHV�RI�EXVLQHVV��7KHUH�DUH�WKUHH�EDVLF�DSSURDFKHV�WR�FRUUHFWLQJ�VXFK�ULVN�DGMXVWHG�UHWXUQ�RQ�FDSLWDO�SHUIRUPDQFH���D��UHGXFH�ULVN���E��LQFUHDVH�UHWXUQV��DQG�RU��F��UHGXFH�FDSLWDO�
6ROXWLRQ�DSSURDFK��D��� UHGXFH�ULVN7KH�ORVVHV�LQFXUUHG�E\�UH�LQVXUHUV�DUH�LQFUHDVLQJ��ERWK�IURP�LQGLYLGXDO�DQG�IURP�WKH�RYHUDOO�DFFXPXODWLRQ�RI�ORVVHV��7KH�ILQDQFLDO�VWDELOLW\�RI�WKH�UH�LQVXUDQFH�LQGXVWU\�KRZHYHU�LV�QRW�RQO\�WKUHDWHQHG�E\�FXUUHQW�DQG�IXWXUH�ORVV�SDWWHUQV��EXW�DOVR�ROG�ORVVHV��7KLV�FRXOG�EH�ODEHOHG�WKH�³2OG�SUHPLXP��QHZ�ORVVHV´�SKHQRPHQRQ��'HVSLWH�QRW�KDYLQJ�EHHQ�LQ�FRPPHUFLDO�XVH�IRU�VHYHUDO�GHFDGHV��DVEHVWRV�UHODWHG�FODLPV�DUH�VWLOO�LQFUHDVLQJ�LQ�TXDQWLW\�DQG�TXDQWXP��/DWHVW�HVWLPDWHV��E\�7LOOLQJKDVW�7RZHUV�3HUULQ�DQG�$0�%HVW��ERWK�SXW�WKH�WRWDO�FRVW�RI�DVEHVWRV�ORVVHV�DW�DURXQG������ELOOLRQ��ZLWK�WKH�LQVXUDQFH�LQGXVWU\�SD\LQJ�DURXQG������ELOOLRQ��DERXW�KDOI�RI�ZKLFK�LV�QRW�\HW�UHVHUYHG��$GG�WR�WKLV�WKH�RQJRLQJ�OLWLJDWLRQ�RI�WREDFFR�UHODWHG�ORVVHV��DQG�WKH�SRWHQWLDO�IRU�VLJQLILFDQW�OLDELOLW\�VHWWOHPHQWV�IRU�PRELOH�SKRQHV��GHHS�YHLQ�WKURPERVLV��VWUHVV�LQ�WKH�ZRUNSODFH��OHDG�EDVHG�SDLQWV��PROG�GDPDJH��DLGHG�DQG�DEHWWHG�E\�WKH�JURZLQJ�
FRPSHQVDWLRQ�FXOWXUH
�DQG�ODZ\HUV�ZRUNLQJ�RQ�D�FRQWLQJHQW�IHH�EDVLV�$QRWKHU�SKHQRPHQRQ�LV�WKH�JURZLQJ�VKRUWHU�WDLO�ULVNV��ZKLFK�SRVH�VLJQLILFDQW�ORVV�SRWHQWLDO��WKH�
QHZ�ULVNV��QHZ�SUHPLXP"
�SKHQRPHQRQ��0XFK�RI�WRGD\¶V�ZRUOG�RI�ULVN�GLG�QRW�H[LVW����\HDUV�DJR�ULVNV�VXFK�DV�EXVLQHVV�LQWHUUXSWLRQ��GLJLWDO�ULVN��EUDQG�	�UHSXWDWLRQDO�ULVN��HLWKHU�GLG�QRW�H[LVW�RU�WKHLU�SRWHQWLDO�WR�FDXVH�VLJQLILFDQW�HFRQRPLF�ORVVHV�ZDV�QRW�DSSUHFLDWHG�1RW�VXUSULVLQJO\��PDQ\�PDMRU�UH�LQVXUHUV�KDYH�EHHQ�HYDOXDWLQJ�WKHLU�VWUDWHJ\�DQG�SRVLWLRQLQJ�LQ�WKH�QRQ�OLIH�PDUNHW��³7KH�ZRUOG¶V�QRQ�OLIH�LQVXUHUV�KDYH�DGRSWHG�D�VWUDWHJ\�RI�GLYHUVLILFDWLRQ�IRU�WKH�QH[W�ILYH�\HDUV��2YHU����SHUFHQW�H[SHFW�WR�EH�EURDG�EDVHG�ILQDQFLDO�VHUYLFH�SOD\HUV�E\�������XS�IURP����SHUFHQW�WRGD\´��(,8�UHSRUW�¶3URSHUW\�	�&DVXDOW\��0DSSLQJ�WKH�IXWXUH¶���7KLV�GLYHUVLILFDWLRQ�VWUDWHJ\�LV�WDNLQJ�YDULRXV�IRUPV��DQG�FDQ�EH�FKDUDFWHUL]HG�DV�D�
UHWUHDW�IURP�ULVN
��6RPH�UH�LQVXUHUV�KDYH�ZLWKGUDZQ�IURP�SDUWLFXODU�FODVVHV�RI�EXVLQHVV��RU�GLVSRVHG�RI�FRPSOHWH�RSHUDWLRQV��WKDW�ZHUH�SHUFHLYHG�WR�KDYH�ORZ�SURILWDELOLW\�DQG�RU��SHUKDSV�PRUH�VLJQLILFDQWO\��KLJK�YRODWLOLW\��2WKHU�FDUULHUV�DUH�VHHNLQJ�WR�JURZ�WKHLU�OLIH�	�KHDOWK�DQG�WKLUG�SDUW\�DVVHW�PDQDJHPHQW�EXVLQHVVHV��DW�WKH�H[SHQVH�RI�WKHLU�QRQ�OLIH�RSHUDWLRQV��/LIH�	�KHDOWK�LV�VHHQ�DV�D�EXVLQHVV�ZLWK�KLJKHU�JURZWK�SURVSHFWV��DQG�ORZHU�YRODWLOLW\�$�FOHDU�H[DPSOH�RI�WKLV�VWUDWHJ\�LV�H[HPSOLILHG�E\�&*18�LW�KDV�ZLWKGUDZQ�IURP�WKH�JOREDO�ULVNV�PDUNHW��VROG�LWV�/OR\G¶V�RSHUDWLRQV�WR�%HUNVKLUH�+DWKDZD\�DQG�LWV�86�QRQ�OLIH�EXVLQHVV�WR�:KLWH�0RXQWDLQV��ERWK�ZLWK�ELJ�ZULWH�RIIV��,W�KDV�VROG�RWKHU�QRQ�OLIH�RSHUDWLRQV�DURXQG�WKH�ZRUOG��ZKLOVW�DOVR�LQYHVWLQJ�LQ�OLIH�DQG�%DQFDVVXUDQFH�EXVLQHVVHV�LQ�(XURSH�DQG�HOVHZKHUH�$QRWKHU�H[DPSOH�LV�$&(��ZKLFK�VWDUWHG�RII�LQ�%HUPXGD�DV�DQ�H[FHVV�FDVXDOW\�RSHUDWLRQ��WKHQ�ERXJKW�7HPSHVW�5H��DQG�WKHQ�SDLG�������ELOOLRQ�IRU�WKH�LQWHUQDWLRQDO�DQG�86�SURSHUW\�FDVXDOW\�EXVLQHVV�RI�&LJQD��7KH�FXUUHQW�EDODQFH�RI�$&(�,QWHUQDWLRQDO¶V�ERRN�RI�QHW�ZULWWHQ�SUHPLXPV�LV�WZR�WKLUGV�SURSHUW\�FDVXDOW\�DQG�RQH�WKLUG�DFFLGHQW�DQG�KHDOWK��$&(�LV�QRZ�ORRNLQJ�WR�VKLIW�WKLV�WR�RQH�WKLUG�SURSHUW\�FDVXDOW\��RQH�WKLUG�DFFLGHQW�DQG�KHDOWK��DQG�RQH�WKLUG�SHUVRQDO�OLQHV�2QH�FRXQWHU�H[DPSOH�LV�56$��ZKLFK�KDV�EHHQ�IRFXVLQJ�RQ�GHYHORSLQJ�LWV�QRQ�OLIH�EXVLQHVV��DQG�VHOOLQJ�RII��LWV�OLIH�EXVLQHVV��³7KH�OLIH�EXVLQHVV�FDQ�DEVRUE�DQ�DZIXO�ORW�RI�FDSLWDO�DQG�GRHV�QRW�DFKLHYH�JRRG�UHVXOWV�´7KH�RWKHU�EXVLQHVV�WKDW�WKH�PDMRU�UH�LQVXUHUV�KDYH�EHHQ�PRYLQJ�LQWR�LV�WKLUG�SDUW\�DVVHW�PDQDJHPHQW��%XW�WKH�IXQGV�PDQDJHPHQW�EXVLQHVV�LV�YHU\�FRPSHWLWLYH��ZLWK�ORZ�PDUJLQV�DQG�D�QHHG�IRU�YHU\�ODUJH�VFDOH�WR�DFKLHYH�WKH�QHFHVVDU\�HIILFLHQFLHV��1RW�DOO�WKH�YHQWXUHV�RI�PDMRU�UH�LQVXUHUV�LQWR�DVVHW�PDQDJHPHQW�KDYH�EHHQ�DV�VXFFHVVIXO�DV�H[SHFWHG��
6ROXWLRQ�DSSURDFK��E��� LQFUHDVH�UHWXUQV7KH�VLPSOHVW�UHVSRQVHV�WR�ORZ�SURILWDELOLW\�DUH��ZKHUHYHU�SRVVLEOH��WR�LQFUHDVH�XQGHUZULWLQJ�SURILWV�DQG�WR�ORZHU�RSHUDWLQJ�H[SHQVHV��$V�WKH�ILQDQFLDO�UHVXOWV�UHSRUWHG�DERYH�VKRZHG��WKH�UH�LQVXUDQFH�LQGXVWU\�KDV�EHHQ�WKURXJK�DQ�H[WHQGHG�SHULRG�RI�VRIW�PDUNHW�FRQGLWLRQV��EXW�WKH�LQVXUDQFH�DQG�UHLQVXUDQFH�PDUNHWV�KDYH�EHHQ�KDUGHQLQJ�VLJQLILFDQWO\�VLQFH�ODWH�������LQ�PRVW�FODVVHV�RI�EXVLQHVV��7KH�IDFW�WKDW�PXOWL�\HDU�SURJUDPV�KDYH�EHFRPH�YHU\�KDUG�WR�VHFXUH�VXJJHVWV�WKDW�IXUWKHU�SULFH�LQFUHDVHV�DUH�DQWLFLSDWHG�E\�WKH�VXSSO\�VLGH�RI�WKH�PDUNHW��+RZHYHU�WKH�PHUH�DFW�RI�LQFUHDVLQJ�SUHPLXP�UDWHV�GRHV QRW�QHFHVVDULO\�WUDQVODWH�LQWR�LQFUHDVHG�ZULWWHQ�SUHPLXPV�DQG�UHWXUQV��,Q�IDFW�D�KDUGHQLQJ�PDUNHW�WHQGV�WR�GULYH�WKH�EHWWHU�TXDOLW\�EXVLQHVV�RXW�RI�WKH�WUDGLWLRQDO�PDUNHW��ZLWK�FOLHQWV�WDNLQJ�KLJKHU�UHWHQWLRQV�DQG�PDNLQJ�JUHDWHU�XVH�RI�DOWHUQDWLYH�ULVN�WUDQVIHU�DQG�FDSWLYHV�6HYHUDO�UHSRUWV�E\�FRQVXOWDQWV�LQWR�WKH�LQVXUDQFH�LQGXVWU\�KDYH�KLJKOLJKWHG�WKH�QHHG�DQG�RSSRUWXQLW\�WR�FXW�RSHUDWLQJ�FRVWV��)RU�LQVWDQFH��0F.LQVH\�HVWLPDWHG�WKH�WRWDO�IULFWLRQDO�FRVWV�RI�WKH�ZRUOGZLGH�QRQ�OLIH�LQVXUDQFH�LQGXVWU\�DW�DURXQG������ELOOLRQ��2QH�ZD\�RI�UHGXFLQJ�IL[HG�FRVWV�LV�WKURXJK�PHUJHUV�	�FTXLVLWLRQ�FRQVROLGDWLRQ�DFWLYLW\�± EXW�GHVSLWH�WKH�KLJK�OHYHO�RI�LQVXUDQFH�0	$�DFWLYLW\�LQ�
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UHFHQW�\HDUV��0RRG\¶V�UHSRUWHG�WKDW�FRQVROLGDWLRQ�KDV�KDG�PXFK�OHVV�LPSDFW�WKDQ�H[SHFWHG�RQ�FRVWV��RU�DV�VHHQ�LQ�RWKHU�VHFWRUV�VXFK�DV�EDQNLQJ�$QRWKHU�ZD\�RI�FXWWLQJ�FRVWV�LV�WKH�JUHDWHU�DGRSWLRQ�RI�LQIRUPDWLRQ�WHFKQRORJ\��7KH�SULPDU\�UROH�IRU�,7�KDV�EHHQ�VHHQ�E\�PDQ\�DV�O\LQJ�LQ�GLVWULEXWLRQ��UHSODFLQJ�VRPH�RI�WKH�IXQFWLRQV�RI�D�EURNHU��+RZHYHU��VXFK�GLVLQWHUPHGLDWLRQ�KDV�PDGH�OLWWOH�SURJUHVV�LQ�QRQ�OLIH�EXVLQHVV��H[FHSW�LQ�SHUVRQDO�OLQHV�FODVVHV��7KH�JUHDWHU�FRQWULEXWLRQ�IURP�,7�SUREDEO\�OLHV�LQ�GHOLYHULQJ�HIILFLHQF\�RQ�WKH�DGPLQLVWUDWLYH�VLGH�RI�WKH�EXVLQHVV��SDUWLFXODUO\�LQ�WKH�LQWHUQDWLRQDO�VXEVFULSWLRQ�PDUNHW�WKDW�LV�/RQGRQ��9HU\�IHZ�RI�WKH�PDQ\�DWWHPSWV�RYHU�SDVW�\HDUV�WR�VLPSOLI\�DQG�RU�DXWRPDWH�WKH�SURFHVVHV�RI�PRYLQJ�SDSHU�DQG�PRQH\�DURXQG�WKH�PDUNHW�KDYH�\HW�DFKLHYHG�VLJQLILFDQW�VXFFHVV�
6ROXWLRQ�DSSURDFKHV��F��� UHGXFH�FDSLWDO,I�D�UH�LQVXUHU�KDV�PRUH�FDSLWDO�WKDQ�LV�QHFHVVDU\�WR�ZULWH�WKH�OHYHO�RI�DSSDUHQWO\�SURILWDEOH�SUHPLXP�DYDLODEOH��WKDQ�ILQDQFLDO�WKHRU\�VXJJHVWV�WKDW�DQ\�H[FHVV�FDSLWDO�VKRXOG�EH�UHWXUQHG�WR�VKDUHKROGHUV��,I�WKLV�LV�QRW�GRQH��WKHQ�WKH�UHWXUQ�RQ�FDSLWDO�ZLOO�EH�GLOXWHG��+RZHYHU�WKHUH�DUH�IHZ�H[DPSOHV�RI�UH�LQVXUDQFH�FRPSDQLHV�GRLQJ�WKLV��PRUH�RIWHQ�H[FHVV�FDSLWDO�KDV�EHHQ�XVHG�WR�H[SDQG�PDUNHW�VKDUH��QRW�DOZD\V�SURILWDEO\��RU�GLYHUVLI\�WKURXJK�DFTXLVLWLRQV��DJDLQ�VRPHWLPHV�ZLWK�VRPHZKDW�GXELRXV�UHZDUGV���RU�MXVW�NHHS�RQ�WKH�EDODQFH�VKHHW�IRU�
D�UDLQ\�GD\
��2QH�H[SODQDWLRQ�IRU�VXFK�FRQWUDU\�EHKDYLRXU�LV�WKH�
DJHQF\�SUREOHP
��ZKHUH�PDQDJHUV
�PRWLYDWLRQV�PD\�QRW�DOZD\V�EH�DOLJQHG�ZLWK�WKH�RZQHUV�LQWHUHVWV�:KDW�LV�UHTXLUHG�LV�D�PRUH�IOH[LEOH�IRUP�RI�FDSLWDO�VWUXFWXUH�IRU�UH�LQVXUHUV��7KLV�ZDV�RQH�RI�WKH�VWUHQJWKV�RI�WKH�WUDGLWLRQDO�/OR\G
V�RQH�\HDU�V\QGLFDWH�PRGHO��ZKHUH�FDSLWDO�ZDV�HVVHQWLDOO\�UDLVHG�DIUHVK�HDFK�\HDU�� DQG�VR�WKH�WDUJHW�FDSLWDO�OHYHO�FRXOG�EH�LQFUHDVHG�UHGXFHG�HDFK�\HDU�DV�ZDV�DSSURSULDWH�WR�WKH�SUHYDLOLQJ�PDUNHW�FRQGLWLRQV��,I�SUHPLXP�UDWHV�ZHUH�KLJK��WKHQ�PRUH�FDSLWDO�FRXOG�EH�VRXJKW��LI�UDWHV�ZHUH�ORZ��ZLWK�OHVV�SURILWDEOH�EXVLQHVV�DURXQG��WKHQ�WKH�FDSLWDO�UDLVHG�FRXOG�EH�ORZHUHG��7KLV�IOH[LEOH�FDSLWDO�EDVH�ZDV�FRPELQHG�ZLWK�D�ORZ�IL[HG��KLJK�YDULDEOH�EXVLQHVV�FRVW�EDVH�5H�LQVXUHUV�QHHG�WR�HQKDQFH�WKHLU�FDSLWDO�PDQDJHPHQW�VNLOOV��E\�PDNLQJ�JUHDWHU�XVH�RI�LQVWUXPHQWV�VXFK�DV�K\EULG�FDSLWDO�DQG�RU�FRQWLQJHQW�FDSLWDO��6XFK�IRUPV�RI�FDSLWDO�KDYH�D�FRVW�QHDUHU�WR�GHEW��DQG�KHQFH�DUH�FKHDSHU�WKDQ�HTXLW\���EXW�FDQ�SHUIRUP�DV�TXDVL�HTXLW\��7KH�IHZ�LVVXHV�WR�GDWH�RI�FRQWLQJHQW�DQG�K\EULG�FDSLWDO�KDYH�EHHQ�JLYHQ�JRRG�UHYLHZV�E\�WKH�FUHGLW�UDWLQJ�DJHQFLHV�7KH�FRQYHQWLRQDO�ZLVGRP�LV�WKDW�FUHGLW�UDWLQJ�DJHQFLHV�UHTXLUH�UH�LQVXUHUV�WR�KDYH�DV�PXFK�HTXLW\�FDSLWDO�RU�VXUSOXV�DV�SRVVLEOH��+RZHYHU�WKLV�LV�QRW�WUXH��6WDQGDUG�	�3RRU¶V�KDYH�JRQH�RQ�WKH�UHFRUG�DV�LQYLWLQJ�UHLQVXUHUV�WR�FRQVLGHU�DFFHSWLQJ�D�GRZQZDUG�UHYLVLRQ�RI�WKHLU�FUHGLW�UDWLQJV�DV�D�PHDQV�RI�LPSURYLQJ�WKHLU�RYHUDOO�ILQDQFLDO�SHUIRUPDQFH��7KH�QXPEHU�RI�FRPSDQLHV�ZLWK�WULSOH�$�UDWLQJV�LQ�WKH�VHFWRU�ZDV�³DEVROXWHO\�LQFUHGLEOH´�ZKHQ�LW�ZDV�FRQVLGHUHG�WKDW�WKH�DYHUDJH�FRUSRUDWH�UDWLQJV�ZHUH�FORVHU�WR�WULSOH�%��6	3�SUHGLFWHG�D�³VORZ�UHYROXWLRQ´�LQ�WKH�UHLQVXUDQFH�VHFWRU¶V�DSSURDFK�WR�FUHGLW�UDWLQJV��ZKLFK�ZRXOG�UHTXLUH�WKH�DGRSWLRQ�E\�UHLQVXUHUV�RI�LQFUHDVLQJ�GHWDLOHG�FDSLWDO�DOORFDWLRQ�PRGHOV�DQG�WKH�UHVWUXFWXULQJ�RI�WKHLU�EXVLQHVVHV�LQWR�QHZ�VXEVLGLDULHV�DQG�RWKHU�OHJDO�HQWLWLHV�2QH�RI�WKH�DQRPDOLHV�EHWZHHQ�WKH�LQVXUDQFH�LQGXVWU\�DQG�WKH�RWKHU�ILQDQFLDO�VHUYLFHV�VHFWRUV��LV�WKDW�WULSOH�$�UH�LQVXUHUV�UHFHLYH�QR�H[WUD�SD\PHQW��GHVSLWH�WKHLU�JUHDWHU�VHFXULW\�DV�D�FRXQWHUSDUW\��WKDQ�DQ\�RWKHU�FDUULHU�RQ�WKH�VDPH�VXEVFULSWLRQ�SROLF\��HYHQ�LI�WKDW�FDUULHU�LV�RQO\�GRXEOH�RU�HYHQ�VLQJOH�$��7KHUHIRUH�WKHUH�LV�QR�H[SOLFLW�UHWXUQ�RQ�WKH�H[WUD�FDSLWDO�QHHGHG�WR�PDLQWDLQ�D�WULSOH�$�UDWLQJ��WKHUHIRUH�XQOHVV�D�WULSOH�$�UDWLQJ�LV�VWULFWO\�QHFHVVDU\��LW�LV�D�VLJQ�RI�FDSLWDO�LQHIILFLHQF\�
)URP�WKH�SROLF\KROGHU�SHUVSHFWLYH��LW�DSSHDUV�WKDW�FRUSRUDWH�SROLF\KROGHUV�KROG�WKH�WUDGLWLRQDO�LQVXUDQFH�SURGXFW�DQG�VHUYLFH�LV�ORZ�UHJDUG��DV�HYLGHQFHG�RYHU�WKH�SDVW�GHFDGH�E\�WKH�ORZ�ZRUOG�ZLGH�JURZWK�RI�QRQ�OLIH�SUHPLXPV��LQFUHDVH�LQ�QXPEHU�RI�FDSWLYH�IRUPDWLRQV��DQG�SUHPLXP�YROXPHV�ZULWWHQ�E\�FDSWLYHV��DQG�JURZWK�RI�VHOI�LQVXUDQFH�WHFKQLTXHV�± DOO�GXULQJ�WKH�ORQJHVW�VRIWHVW�LQVXUDQFH�PDUNHW�F\FOH��2WKHU�LVVXHV�LQFOXGH�WKH�ZRUVHQLQJ�UHSXWDWLRQ�RI�WKH�LQGXVWU\�LQ�VHWWOLQJ�FODLPV�± LQFUHDVLQJO\�UH�LQVXUHUV�DSSHDU�WR�EH�KLGLQJ��EHKLQG�WKHLU�ODZ\HUV�RQ�DQ\�GLIILFXOW�FODLPV��ZKHUH�WKH�LQGXVWU\�PDQWUD�VHHPV�WR�EH��VXH�ILUVW��SD\�ODWHU��PD\EH���$RQ�KDV�EHHQ�FRQGXFWLQJ�D�ELHQQLDO�5LVN�0DQDJHPHQW�DQG�5LVN�)LQDQFLQJ�VXUYH\�RI�WKH�OHDGLQJ�8.�FRUSRUDWLRQV�IRU�VRPH�ZKLOH��2YHU�WKH�\HDUV�WKH�ULVNV�WKDW�PRVW�FRQFHUQ�WKH�FRUSRUDWLRQV�KDYH�LQFUHDVLQJO\�EHFRPH�µEXVLQHVV¶�ULVNV��UDWKHU�WKDQ�WKH�WUDGLWLRQDO�µLQVXUDQFH¶�ULVNV��VXFK�DV�ILUH�DQG�HPSOR\HUV¶�OLDELOLW\��ZKLFK�KHDG�WKH�OLVW�LQ��������,Q�WKH������VXUYH\��WKH�WRS�WZR�ULVNV�ZHUH�µORVV�RI�UHSXWDWLRQ¶�DQG�µIDLOXUH�WR�FKDQJH¶��IROORZHG�E\�µEXVLQHVV�LQWHUUXSWLRQ¶��:KHQ�DVNHG�LQ�ZKDW�ULVN�DUHDV�ZDV�WKH�SXUFKDVH�RI�DGHTXDWH�LQVXUDQFH�FRYHU�D�SUREOHP��WKH�DQVZHUV�ZHUH��ORVV�RI�UHSXWDWLRQ�EUDQGV����EXVLQHVV�LQWHUUXSWLRQ����SURGXFW�OLDELOLW\����FRPSXWHU�FULPH��DQG��HQYLURQPHQWDO��
6ROXWLRQ�DSSURDFK��G��� QHZ�SURGXFWV2YHUDOO�WKH�LQVXUDQFH�PDUNHW�LV�IDLOLQJ�WR�NHHS�XS�ZLWK�WKH�QHHGV�RI�LWV�FRUSRUDWH�FOLHQWV��WKH�SHUFHQWDJH�RI�UHVSRQGHQWV�VD\LQJ�WKDW�WKH�LQVXUDQFH�PDUNHW�ZDV�JHQHUDOO\�PHHWLQJ�EXVLQHVV�QHHGV�IHOO�IURP������LQ������WR�����LQ�������7\SLFDO�FRPPHQWV�PDGH�E\�UHVSRQGHQWV�LQFOXGHG���QR�UHDO�FRYHU�IRU�PDQ\�NH\�EXVLQHVV�ULVNV����VORZ�WR�DGDSW����ODFN�RI�JHQXLQH�IOH[LELOLW\����PXOWL\HDU�PXOWLOLQH�LV�D�JUHDW�LGHD�EXW�GLIILFXOW�WR�JHW����SRRU�VHUYLFH��DQG��OLPLWDWLRQV�LQ�SROLF\�ZRUGLQJV��7KH�VLJQLILFDQW�QHHG�IRU�QHZ�ULVN�PDQDJHPHQW�DQG�ILQDQFLQJ�VROXWLRQV�IRU�WKH�HPHUJLQJ�PDMRU DUHDV�RI�ULVNV�IDFLQJ�FRUSRUDWLRQV�ZDV�DOVR�FRQILUPHG�E\�D�UHVHDUFK�UHSRUW�E\�0DF7DYLVK�7KH�NH\ ILQGLQJV�LQFOXGHG���D��&RUSRUDWLRQV�DUH�H[SRVHG�WR�D�FRQVLGHUDEOH�DPRXQW�RI�ULVN�WKDW�WKH\ DUH�QRW�FRYHULQJ��EXW ZRXOG�OLNH�WR��E��7KH�VDPH�FRUSRUDWLRQV�DFNQRZOHGJHG�WKDW�ULVN�PDQDJHPHQW�LV�QRW�D�FRUH�FRPSHWHQFH�IRU WKHP��F��6R�IDU��VXSSOLHUV�KDYH�IDLOHG�WR�FDSWXUH�WKLV�RSSRUWXQLW\��G��,QQRYDWLYH�SURGXFW�FUHDWLRQ�DQG�GHVLJQ�LV�UHTXLUHG�IRU�VXFFHVV�+LVWRULFDOO\��LQVXUDQFH�KDV�EHHQ�ODUJHO\�DERXW�FRYHULQJ�ULVNV�WR�DVVHWV��UDWKHU�WKDQ�ULVNV�WR HDUQLQJV��7KH�PDMRU�WKUHDW�WR�D�FRUSRUDWLRQ¶V�VKDUH�SULFH�LV�PLVVLQJ�LWV�HDUQLQJV�IRUHFDVWV�7KHUHIRUH�DQ\�ULVN�WKDW�FDQ�WKUHDWHQ�HDUQLQJV�EHFRPHV�D�
NLOOHU
�ULVN��DQG�DV�VKRZQ�DERYH�WKH RIIHULQJV�DQG�DSSHWLWH�RI�WKH�WUDGLWLRQDO�LQVXUHUV�DQG�UHLQVXUHUV�KDYH�LQFUHDVLQJO\�EHHQ�VKRZQ ZDQWLQJ�7KHVH�ILQGLQJV�FRQILUPHG�E\�(,8�5HVHDUFK�5HSRUW��������RQ�(QWHUSULVH�ULVN�PDQDJHPHQW��NH\�ILQGLQJV��³1RQ�WUDGLWLRQDO�ULVNV�SRVH�WKH�JUHDWHVW�WKUHDW��([HFXWLYHV�UHSRUWHG�WKDW�WKHLU�PRVW�VLJQLILFDQW�ULVNV�DUHQ¶W�WKRVH�WUDGLWLRQDOO\�PDQDJHG�E\�ULVN�PDQDJHPHQW�RU�WUHDVXU\�GHSDUWPHQWV��7KH�WRS�WKUHH�DUH�FXVWRPHU�OR\DOW\��FRPSHWLWLYH�WKUHDWV�DQG�RSHUDWLRQDO�IDLOXUH��7KHVH�DUH�DOVR�DPRQJ�WKH�ULVNV�FRPSDQLHV�EHOLHYH�WKH\�PDQDJH�OHDVW�ZHOO�´
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6XPPDU\�RI�5HVXOWV�DQG�5HFRPPHQGDWLRQV5HGXFH�IULFWLRQDO�FRVWV��7KH�IULFWLRQDO�FRVWV�HPEHGGHG�LQ�WKH�H[LVWLQJ�VWUXFWXUH�DQG RSHUDWLRQV�RI�WKH�UH�LQVXUDQFH�LQGXVWU\�GR�QHHG�WR�EH�UDGLFDOO\�UHGXFHG��7KLV�FDQ�EH�DFKLHYHG E\�D�FRPELQDWLRQ�RI�SURFHVV�UH�HQJLQHHULQJ�DQG�ZKROHVDOH�DGRSWLRQ�RI�,7�IRU�DOO�SURFHVVLQJ�+RZHYHU��WKLV�RQO\�SUHVHQWV�D�QHFHVVDU\��EXW�QRW�VXIILFLHQW�FRQGLWLRQ�IRU�IXWXUH�VXFFHVV�&RQYHUJHQFH�LV�QRW�WKH�DQVZHU��&RQYHUJHQFH�EHWZHHQ�WKH�UH�LQVXUDQFH�LQGXVWU\�DQG�RWKHU VHFWRUV�RI�WKH�ILQDQFLDO�VHUYLFHV�LQGXVWU\�GRHV�QRW�SURYLGH�D�VXVWDLQDEOH�ORQJ�WHUP�IXWXUH�IRU WKH�H[LVWLQJ�UH�LQVXUDQFH�FRPSDQLHV��7KLV�VWUDWHJLF�RSWLRQ�RI�
EDQFDVVXUDQFH
�KDV�QRW�\HW GHOLYHUHG�WKH�H[SHFWHG�UHWXUQV IRU�PRVW�FRPSDQLHV�WKDW�KDYH�WULHG�LW�
/LNHZLVH��WKH�
UHWUHDW�IURP�ULVN
�VWUDWHJ\�PD\�ORZHU�YRODWLOLW\�RI�ILQDQFLDO�SHUIRUPDQFH��EXW�ZLOO�DOVR�UHVXOW�LQ�OHYHOV�RI�SHUIRUPDQFH�EHORZ�WKH�H[SHFWDWLRQV�RI�FXUUHQW�VKDUHKROGHUV��7KH�OHYHO�RI�FRPSHWLWLRQ�DQG�VFDOH�RI�RSHUDWLRQ�UHTXLUHG�WR�VXFFHHG�LQ�EDQNLQJ�VHFWRUV��VXFK�DV�IXQGV�PDQDJHPHQW��LV�EH\RQG�PRVW�H[LVWLQJ�UH�LQVXUDQFH�FRPSDQLHV�
'LVDJJUHJDWLRQ�LV�WKH�DQVZHU� VXFFHVV�OLHV�LQ�IXOO\�H[SORLWLQJ�DQG�UHVSRQGLQJ�WR�WKH�H[LVWLQJ�DQG�IXWXUH�QHHGV�RI�FRUSRUDWH�LQVXUDQFH�SROLF\KROGHUV�IRU�ULVN�WUDQVIHU��7KHLU�VKDUHKROGHUV�LQ�WXUQ�ZDQW�WR�WUDQVIHU�YRODWLOLW\��DQG�VR�WKHUH�LV�D�VXVWDLQDEOH�GHPDQG�IRU�WKH�ULJKW�ULVN�WUDQVIHU�SURGXFW��GHOLYHUHG�DW�WKH�ULJKW�FRVW�� EXW�WR�DFKLHYH�WKLV�ZLOO�UHTXLUH�D�UDGLFDO�UHVWUXFWXULQJ�RI�WKH�FXUUHQW�UH�LQVXUDQFH�LQGXVWU\�+HUH�WKHUH�LV�D�OHVVRQ�WR�EH�OHDUQW�IURP�WKH�FXUUHQW�UHVWUXFWXULQJ�JRLQJ�RQ�LQ�WKH�OLIH�LQVXUDQFH�LQGXVWU\��,Q�WKH�QHZ�LQGXVWULDO�PRGHO��HDFK�FRPSDQ\�ZLOO�VSHFLDOL]H�LQ�MXVW�RQH�RU�WZR�VWDJHV�LQ�WKH�YDOXH�FKDLQ��H� J��PDQXIDFWXULQJ��L�H��SURGXFW�GHVLJQ���GLVWULEXWLRQ��RU�DVVHW�PDQDJHPHQW�
7KH�UHDVRQ�IRU�WKLV�DSSURDFK�LV�WKDW�RQO\�YHU\�IHZ�FRPSDQLHV�FDQ�DFKLHYH�VXVWDLQDEOH�VXFFHVV�DV�D�JHQHUDOLVW�DFURVV�DOO�VWDJHV�RI�WKH�YDOXH�FKDLQ��8QOHVV�WKH�VWDJHV�LQ�WKH�YDOXH�FKDLQ�DUH�PRUH�FOHDUO\�VHSDUDWHG��WKHQ�RQH�RXWFRPH�LV�XVXDOO\�FURVV�VXEVLGLVDWLRQ�DFURVV�VWDJHV�DQG�DFFHSWDQFH�RI�PHGLRFUH�SHUIRUPDQFH�DFURVV�WKH�ERDUG��UDWKHU�WKDQ�H[SHFWDWLRQ�RI�H[FHOOHQFH�LQ�HDFK�VWDJH��$OVR�LI�DQ�LQVXUDQFH�FRPSDQ\�PRUH�FOHDUO\�VHSDUDWHV WKH�PDQXIDFWXULQJ�DQG�GLVWULEXWLRQ�SURFHVVHV��WKHQ�UHVHDUFK�DQG�PDQXIDFWXULQJ�FDQ�PRUH�HIILFLHQWO\�EH�GRQH�FHQWUDOO\��DQG�³SURGXFWV´�WKHQ�FXVWRPLVHG�DQG�PDUNHWHG�ORFDOO\��$QRWKHU�FRQVHTXHQFH�RI�GLVDJJUHJDWLRQ�LV�WKDW�FRPSDQLHV�IURP�RXWVLGH�WKH�WUDGLWLRQDO LQGXVWU\�FDQ�HQWHU�DQG�FRPSHWH�VXFFHVVIXOO\�LQ�RQH�VWDJH�LI�WKH\�KDYH�SDUWLFXODU�VNLOOV��VXFK�DV�LQ�GLVWULEXWLRQ��H�J��UHWDLOHUV��VXSHUPDUNHWV�RU�RWKHU�FRPSDQLHV�ZLWK�FXVWRPHU�FRQWDFW�VXFK�DV�9LUJLQ��6L]H��L�H��VFDOH��LV�D�QHFHVVDU\�FRQGLWLRQ�IRU�DFKLHYLQJ�DFFHSWDEOH�PDUJLQV�LQ�HDFK�VWDJH�RI�WKH�FKDLQ��,QYHVWPHQW�LQ�,7�LV�WKH�PDLQ�ZD\�WR�DFKLHYH�VFDODELOLW\��+RZHYHU�VL]H�LV�QRW�QHFHVVDULO\�D�VXIILFLHQW�FRQGLWLRQ�IRU�VXFFHVV�E\�LWVHOI�� IRFXV�RU�VSHFLDOLVDWLRQ�LV�DOVR�UHTXLUHG�WR�DFKLHYH�VXFFHVV�LQ�HDFK�SDUW�RI�WKH�YDOXH�FKDLQ�WKDW�DQ\�FRPSDQ\�SDUWLFLSDWHV�LQ��7KH�OHVVRQ�IRU�WKH�QRQ�OLIH�LQGXVWU\�LV�WR�DFKLHYH�WKH�QHFHVVDU\�IRFXV��VSHFLDOLVDWLRQ�DQG�VFDOH�E\�GLVDJJUHJDWLQJ�WKH�UDQJH�RI�IXQFWLRQV�SHUIRUPHG�E\�WKH�W\SLFDO�UH�LQVXUHU��7KH�IXQFWLRQV�ZLWKLQ�WKH FRUSRUDWH�QRQ�OLIH�LQGXVWU\�VKRXOG�EH�VHJUHJDWHG�LQWR�SURGXFW�GHVLJQ��GLVWULEXWLRQ��VHUYLFLQJ�DQG�ULVN�EHDULQJ��7KH�UROH�RI�SURGXFW�GHVLJQ�ZLOO�EH�FDUULHG�RXW�E\�RUJDQLVDWLRQV�WKDW�SUREDEO\�FXUUHQWO\�RSHUDWH�ZLWKLQ�WKH�EURNHUDJH�VHFWRU��GLVWULEXWLRQ�DQG�VHUYLFLQJ�E\�EURNHUV�DQG�LQVXUHUV��ULVN�EHDULQJ�SUHGRPLQDWHO\�E\�RUJDQLVDWLRQV�FXUUHQWO\�UHFRJQLVHG�DV�UHLQVXUHUV��7KHUH�ZLOO�EH�LQFUHDVLQJO\�OHVV�YDOXH�DGGHG��RU�FDSLWDO�HIILFLHQF\��E\�LQVXUDQFH�FRPSDQLHV�KDYLQJ�WR�KDYH�D�EDODQFH�VKHHW�FDSDEOH�RI�UHWDLQLQJ VLJQLILFDQW�ULVN��QRU�OLWWOH�YDOXH�DGGHG�IRU�UHLQVXUDQFH�FRPSDQLHV�WR�EXLOG�GLVWULEXWLRQ�DQGV�VHUYLFH�QHWZRUNV��)RFXV�RQ�VSHFLDOLVDWLRQ�DQG�VFDOH�ZLOO�UHGXFH�IULFWLRQDO�FRVWV�DQG�LQFUHDVH�VHUYLFH�OHYHOV��«�FRPELQHG�ZLWK�LQWHJUDWHG�FDSLWDO�PDQDJHPHQW�IRU�UH�LQVXUDQFH�FRPSDQLHV��WKH�UH�LQVXUDQFH�FRPSDQLHV�WKDW�UHPDLQ�LQ�WKH�LQGXVWU\�DV�ULVN�EHDUHUV�IDFH�YDULRXV�FDWHJRULHV�RI�ULVN��QRW�MXVW�FDWDVWURSKH�ORVVHV�������i /LDELOLW\�RU�KD]DUG�ULVN� 5DWLQJ�ULVN�± ORVVHV�DUH�JUHDWHU�WKDQ�H[SHFWHG� &RYHUDJH�ULVN�± VFRSH RI�ULVN�LV�JUHDWHU�WKDQ�H[SHFWHGi $VVHW�RU�ILQDQFLDO�ULVN� &DSLWDO�PDUNHW�ULVN�± DGYHUVH�PRYHPHQWV�LQ�YDOXH�RI�LQYHVWPHQWV�RU�H[FKDQJH�UDWHV��IDOO�LQ�OLTXLGLW\�RI�DVVHWV� &UHGLW�ULVN�± RQ�SUHPLXPV�UHFHLYDEOH�DQG�UHLQVXUDQFHV�UHFRYHUDEOH� 5HLQVXUDQFH�ULVN�± SURJUDPPH�GRHV�QRW�SHUIRUP�DV�H[SHFWHG��i %XVLQHVV�ULVN� 2SHUDWLRQDO�ULVN�± GXH�WR�IDLOXUHV�RI�V\VWHPV��SURFHVVHV�DQG�RU�SHRSOH� 5HJXODWRU\�ULVN�± DFWLRQV�E\�UHJXODWRUV��WD[�DXWKRULWLHV��FRXUWV��FUHGLW�UDWLQJ�DJHQFLHV� 6WUDWHJLF�ULVN�± LPSDFW�RQ�SULFLQJ�DQG�FXVWRPHUV�RI�DFWLRQV�E\�FRPSHWLWRUV��RU�FKDQJLQJ�HFRQRPLF��SROLWLFDO�DQG�LQGXVWU\�WUHQGV
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(VVHQWLDO�)HDWXUHV�7R�5HVSHFW�,Q�)RUPXODWLQJ�$OO�5LVNV�&RYHUV*(�)UDQNRQD
7KH�NH\�GLIIHUHQFH�EHWZHHQ�$OO�5LVNV�ZRUGLQJV�DQG�FRQYHQWLRQDO FRYHUV�OLHV�LQ�WKH�W\SH�DQG�PHWKRG�RI�GHVFULELQJ�WKH�LQVXUDQFH�FRYHU DQG�WKH�UHVXOWLQJ�UHYHUVDO�RI�WKH�RQXV�RI�SURRI��:KHUHDV�ZLWK�QDPHG SHULOV�WKH�SROLF\KROGHU�LV�UHTXLUHG�WR�SURYH�WKDW�DQ�LQVXUHG�ORVV�KDV RFFXUUHG��D�ORVV�XQGHU�$OO�5LVNV�FRYHUV�FDQ�RQO\�EH�GHFOLQHG�LI�WKH LQVXUHU�FDQ�SURYH�WKDW�LWV�H[FOXVLRQ�LV�VSHFLILHG�LQ�WKH�FRQWUDFW��7KDW�LV ZK\�DQ�LQVXUHU�PXVW�GHILQH�WKH�GHVLUHG��DQG�LQ�SDUWLFXODU��XQGHVLUHG VFRSH�RI�FRYHU�LQ�D�OHJDOO\�IDLO�VDIH�PDQQHU��7KLV�LV�IDLUO\�GLIILFXOW JLYHQ�WKDW�WKH�WHUPV�DQG�FRQGLWLRQV�DUH�RIWHQ�GHULYHG�IURP�LPSRUWHG $QJOR�$PHULFDQ�FRYHUDJH�FRQFHSWV�ZKLFK�DUH�WDLORUHG�WR�WKH�OHJDO VLWXDWLRQ�SUHYDLOLQJ�LQ�WKH�PDUNHWV�ZKHUH�WKH\�ZHUH�VSDZQHG�DQGZKLFK�PD\�HQWDLO�XQH[SHFWHG�DQG�VXUSULVLQJ�FRQVHTXHQFHV�LQ�RWKHU FRXQWULHV�
,QVXUDQFH�&ODXVH,QVXUDQFH�FRYHU�LV�GHILQHG�E\�WKH�,QVXUDQFH�&ODXVH��,&���,W�LV�LPSRUWDQW WR�ZRUG�DQG�DVVHVV�WKH�,&�FRUUHFWO\�VLQFH�LW�UHJXODWHV�WKH�REMHFW�RI LQVXUDQFH�DQG�KDV�D�VXEVWDQWLDO�LQIOXHQFH�RQ�WKH�ZD\�WKH�VXFFHVVLYHFRQWUDFWXDO�HOHPHQWV�DUH�IRUPXODWHG��,W�LV QHFHVVDU\�WR�FRQGXFW�D FRPSUHKHQVLYH�ULVN�DQDO\VLV�DQG�WR�LGHQWLI\�WKH�SROLF\KROGHU
VLQVXUDQFH�UHTXLUHPHQWV��'HWHUPLQLQJ�WKH�SHULOV�RI�WKH�SROLF\KROGHU
V FXUUHQW�ULVN�SURILOH�LV�QRW�HQRXJK��IXWXUH�H[WHQVLRQV�RI�WKHSROLF\KROGHU
V�ILHOG�RI�RSHUDWLRQ��WDNHRYHUV�DQG�PHUJHUV�PXVW�EHDOORZHG�IRU�DV�ZHOO��7KH�ZD\�WKLV�SUREOHP�LV�GHDOW�ZLWK�IURP�DQ XQGHUZULWLQJ�SRLQW�RI�YLHZ�LV�FUXFLDO��KRZHYHU��7KH�IROORZLQJ ZRUGLQJ��ZLWKRXW�D�1HZ�$FTXLVLWLRQV�&ODXVH�WKDW�REOLJHV�WKH SROLF\KROGHU�WR�UHSRUW�QHZ�ULVNV��ZRXOG�SURYLGH�WKH�SROLF\KROGHU�ZLWK DXWRPDWLF�DQG�XQOLPLWHG�FRYHUDJH�IRU�LWV�QHZO\�DFTXLUHG�FRPSDQLHV��7KH�,QVXUHG��DQG�DOO�DIILOLDWHG��DVVRFLDWHG�DQG�VXEVLGLDU\�FRPSDQLHV RU�FRUSRUDWLRQV��MRLQW�YHQWXUHV��SDUWQHUVKLSV�RU�LQGLYLGXDOV��DQG�RU�DQ\ RWKHU�SDUW\�LQ�LQWHUHVW�WKDW�LV�UHTXLUHG�E\�FRQWUDFW�WR�EH�QDPHG��QRZ�RU H[LVWLQJ�RU�KHUHDIWHU�FRQVWLWXWHG�RU�DFTXLUHG�7KH�IROORZLQJ�WKUHH�H[DPSOHV�VKDOO�VHUYH�WR�LOOXVWUDWH�WKH�HIIHFWV�RI GLIIHUHQW�,&�ZRUGLQJV�([DPSOH��7KH�LQVXUHU�VKDOO�LQGHPQLI\�LQVXUHG�SURSHUW\�ZKLFK�LV VXGGHQO\�DQG XQIRUHVHHDEO\�GHVWUR\HG�RU�GDPDJHG�RU�ORVW�DV�D�UHVXOW�RI�EXUJODU\� UREEHU\��ORRWLQJ�RU�LQ�FRQQHFWLRQ�ZLWK�SURSHUW\�GDPDJH�RU�UHVXOWLQJ EXVLQHVV�LQWHUUXSWLRQ�8QIRUHVHHDEOH�GDPDJH�LV�GDPDJH�WKDW�ZDV�QRW�IRUHVHHQ�LQ�WLPH�E\ WKH�SROLF\KROGHU�RU KLV�UHSUHVHQWDWLYHV�DQG�WKDW�FRXOG�QRW�KDYH�EHHQ IRUHVHHQ�ZLWK�WKH�VSHFLDOLVW�NQRZOHGJH�QHHGHG�WR�SHUIRUP�WKH RSHUDWLRQDO�DFWLYLWLHV��JURVV�QHJOLJHQFH�EHLQJ�H[FOXGHG�KHUHIURP�'HVWUXFWLRQ�RU�GDPDJH�LV�GHHPHG�DQ�DGYHUVH�FKDQJH�LQ�WKH�SURSHUW\
V VXEVWDQFH� 'HVWUXFWLRQ�RU�GDPDJH�GRHV�QRW�LQFOXGH�WKH�PDQLIHVWDWLRQ RI�DQ�LQWULQVLF�GHIHFW��1RQ�HVVHQWLDO�FKDQJHV�WKDW�GR�QRW�LPSDLU�WKHSURSHUW\
V�XWLOLW\�YDOXH�VKDOO�QRW�EH�GHHPHG�SURSHUW\�GDPDJH�XQGHU WKLV�LQVXUDQFH�7KH�DERYH�,&�ZRUGLQJ�FDQ�EH�GHILQHG�DV�LGHDO�W\SLFDO�IURP�WKH LQVXUHU
V�SRLQW�RI�YLHZ��VLQFH�LW�FRQWDLQV�DOO�WKH�HVVHQWLDO�FRPSRQHQWV��,W UHTXLUHV�SURSHUW\�GDPDJH��ZKLFK�GLVWLQJXLVKHV�LW�IURP�ERGLO\�LQMXU\ DQG�ILQDQFLDO�ORVVHV��7KH�WHUP�XQIRUHVHHDEOH�DQG�WKH�GHVFULSWLRQ LPPHGLDWHO\�HQVXLQJ�H[FOXGHV�DQ\�GDPDJH�WKDW�FRXOG�KDYH�EHHQ IRUHVHHQ�E\�WKH�SROLF\KROGHU�RU�KLV�UHSUHVHQWDWLYH��,Q�WKLV�FRQWH[W�LW�LV LPSRUWDQW�IRU�WKH XQGHUZULWHU�WR�DQDO\VH�WKH�UHSUHVHQWDWLYHV
�FODXVH� VLQFH�LW�LV�RIWHQ�UHVWULFWHG�WR�WKH�FRPSDQ\
V PDQDJHPHQW��ZLWK�WKH UHVXOW�WKDW�RQO\�GDPDJH�IRUHVHHDEOH�E\�WKH�PDQDJHPHQW�LV�GHHPHG H[FOXGHG��0RUHRYHU��LW�GHILQHV�SUHFLVHO\�ZKDW�LV�PHDQW�E\�WKH�WHUPV GHVWUXFWLRQ��GDPDJH�DQG�ORVV��7KH�WHUP�VXGGHQ��DFFRUGLQJ�WR�SUHYDOHQW FRXUW�UXOLQJV��GRHV�QRW�KDYH�DQ\�VLJQLILFDQFH�LQ�DQG�RI�LWVHOI�EXW�LV GHHPHG�KHOSIXO�LQ�FRQVWUXLQJ�WKH�WHUP�XQIRUHVHHDEOH�([DPSOH��7KH�LQVXUHU�VKDOO�LQGHPQLI\�LQVXUHG�SURSHUW\�ZKLFK�LV�GHVWUR\HG�RU GDPDJHG�RU�ORVW�DV�ZHOO�DV�DQ\�EXVLQHVV�LQWHUUXSWLRQ�UHVXOWLQJ�IURP VXFK�GHVWUXFWLRQ�RU�GDPDJH�RU�ORVV�([DPSOH��7KH�LQVXUHU�VKDOO�LQGHPQLI\�LQVXUHG�SURSHUW\�DQG�ILQDQFLDO�LQWHUHVW ZKLFK�DUH�GHVWUR\HG�RU�GDPDJHG�RU�ORVW�DV�ZHOO�DV�DQ\�EXVLQHVVLQWHUUXSWLRQ�UHVXOWLQJ�IURP�VXFK�GHVWUXFWLRQ�RU�GDPDJH�RU�ORVV�6WULNLQJ�LQ�WKHVH�WZR�H[DPSOHV�LV�WKH�IDFW�WKDW��DOWKRXJK�SURSHUW\ GDPDJH�LV�D�SUHUHTXLVLWH�IRU�LQGHPQLILFDWLRQ��IRUHVHHDEOH�GDPDJH�LV LQFOXGHG�LQ�FRYHUDJH�EHFDXVH�WKH�ZRUG�XQIRUHVHHDEOH�LV�PLVVLQJ��,IFRYHUDJH�LQFOXGHV�HQJLQHHULQJ�ULVNV��VXFK�DV�WKH�SROLF\KROGHU
V PDFKLQHU\�DQG�HTXLSPHQW��IDLOXUH�WR�UHTXLUH�DQ�RFFXUUHQFH�WR�EHXQIRUHVHHDEOH�WR�WKH�SROLF\KROGHU�RU�KLV�UHSUHVHQWDWLYHV�DJJUDYDWHV�WKH ULVN��7KLV�LV�HVSHFLDOO\�WUXH�ZKHQ�WKH�SROLF\KROGHU
V�UHSUHVHQWDWLYHV LQFOXGH�WKH�ZRUNV�RU�SODQW�PDQDJHUV��VLQFH��RZLQJ�WR�WKH�QDWXUH�RI�WKHLU DFWLYLW\��WKH\�VKRXOG�KDYH�WKH�VSHFLDOLVW�NQRZOHGJH�QHHGHG�WR�LGHQWLI\ IRUHVHHDEOH�GDPDJH�LQ�WLPH�DQG�WR�WDNH�WKH�QHFHVVDU\�SUHFDXWLRQV�,I�WKH�ZRUGLQJ�IDLOV�WR�VSHFLI\�H[DFWO\�ZKDW�FRQVWLWXWHV�SURSHUW\ GDPDJH�DQG�GRHV�QRW�GLVWLQJXLVK�LW�IURP�LQVLJQLILFDQW�FKDQJHV�LQ�WKHREMHFW�GHVLJQHG�IRU�XVH��FRYHUDJH�H[WHQGV�WR�VFUDWFKHV��GHQWV�DQG�WKH PXFK�GLVFXVVHG�JUDIILWL�GDPDJH��&RPPHQVXUDWH�GHGXFWLEOHV�FDQ PLWLJDWH�WKH�HIIHFWV�RI�VXFK�DQ�RPLVVLRQ�,I�D�GHILQLWLRQ�RI�WKH�WHUPV�GHVWUXFWLRQ�DQG�GDPDJH�LV�PLVVLQJ��WKHQ�SRVVLEO\�DOO�DOWHUDWLRQV�RI�SURSHUW\�DUH�UHJDUGHG�DV�VXFK��HYHQ�GDPDJH UHVXOWLQJ�IURP�DQ�LQWULQVLF�GHIHFW��7KH�FRQVHTXHQFHV�WKLV�PD\�KDYH�DUHLOOXVWUDWHG�LQ�WKH�IROORZLQJ�H[DPSOH�$�SROLF\KROGHU
V�PDFKLQH�LV�GHIHFWLYH��,W�LV�UHSDLUHG�SURYLVLRQDOO\�DQG SXW�LQWR�RSHUDWLRQ�DJDLQ��6LQFH�WKH�UHSDLU�ZRUN�LV�RQO\�WHPSRUDU\��WKH PDFKLQH�VXIIHUV�D�WRWDO�ORVV�VKRUWO\�DIWHUZDUGV��7KH�GDPDJH�LQH[DPSOHV���DQG���LV�LQGHPQLILHG��ZKHUHDV�LQ�H[DPSOH���WKH�LQVXUHU�LV H[HPSW�IURP�WKH�GXW\�WR�LQGHPQLI\��DV�LQKHUHQW�GHIHFWV�LQ�WKHPDFKLQHU\�DUH�GHHPHG�H[FOXGHG�,I�WKH�WHUP�ORVV�LV�QRW�VSHFLILHG�DQ\�IXUWKHU��DV�LV�WKH�FDVH�LQ�H[DPSOHV�� DQG����DQ\�XQFODULILHG�ORVV�RU�GHWHULRUDWLRQ��SHWW\�WKHIW�RU�ORVV�RI LQYHQWRU\�LV�LQFOXGHG�LQ�FRYHUDJH��(YHQ�LI�VXFK�GDPDJH�LV�H[FOXGHG�LQWKH�FODXVHV��WKH�VLWXDWLRQ�LV�QRW�WKH�VDPH��7KH�UHDVRQ�OLHV�LQ�WKH�UHYHUVDO RI�WKH�RQXV�RI�SURRI�PHQWLRQHG�HDUOLHU�RQ��:KLOVW�LQ�WKH�ILUVW�H[DPSOH�LW LV�XS�WR�WKH�FXVWRPHU�WR�SURYH�WKDW�D�EXUJODU\�KDV�RFFXUUHG��LW�LV�WKH
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LQVXUHU�LQ�H[DPSOHV���DQG�� ZKR�KDV�WKH�IDU�PRUH�GLIILFXOW�WDVN�RI SURYLQJ�WKDW�WKH�ORVV�ZDV�LQ�IDFW�DWWULEXWDEOH�WR�SHWW\�WKHIW��IRU�H[DPSOH�7KH�WKLUG�H[DPSOH�LV�D�VSHFLDO�YDULDQW�EHFDXVH�LW�LQFOXGHV�SXUH ILQDQFLDO�LQWHUHVWV��7KH�WHUP�ILQDQFLDO�LQWHUHVW�FDQ�EH�FRQVWUXHG�LQPDQ\�GLIIHUHQW�ZD\V�DQG�LW�LV�IDU�IURP�EHLQJ�D�OHJDOO\ IDLO�VDIH H[SUHVVLRQ�VLQFH�LW�LV�QRW�IROORZHG�E\�DQ\�IXUWKHU�VSHFLILFDWLRQ��,I��IRUH[DPSOH��D�FRPSDQ\
V�WUDGH�VHFUHWV�UHJDUGLQJ�LWV�SURGXFWLRQ�PHWKRGV DUH�VWROHQ�DQG�LI��DV�D�UHVXOW��WKH�FRPSDQ\
V�FRPSHWLWLYH�SRVLWLRQ GHWHULRUDWHV�EHFDXVH�LWV�SURILWV�GURS�VKDUSO\�LQ�WKH�HQVXLQJ�SHULRG��WKH ORVV�LQ�SURILWV�LV�FRYHUHG�E\�WKH�SROLF\�VLQFH�WKH�FRPSDQ\
V�ILQDQFLDOLQWHUHVW�KDV�EHHQ�DIIHFWHG��%HVLGHV��WKLV�ZRUGLQJ�GRHV�QRW�HQWLUHO\ H[FOXGH�OLDELOLW\�FODLPV��QR�PDWWHU�ZKDW�WKHLU�QDWXUH�PD\�EH��VLQFH WKHVH�PD\�EH FRQVWUXHG�DV�D�ILQDQFLDO�LQWHUHVW�DOVR��7KH�WHUP�PLJKW HYHQ�GHQRWH�WKLUG�SDUW\�LQWHUHVWV�� LW�LV�WKHUHIRUH�YLUWXDOO\�LPSRVVLEOH�WR GHWHUPLQH�WKH�DSSURSULDWH�OLPLW�RI�OLDELOLW\�
([FOXVLRQV�,Q�$OO�5LVNV�&RYHUV
([FOXVLRQV�DUH�D�VLJQLILFDQW�SDUW�RI�$OO�5LVNV�LQVXUDQFH��7KH�WUXH�VFRSH RI�FRYHU�GRHV�QRW�EHFRPH�FOHDU�XQWLO�RQH�KDV�FKHFNHG�WKH�OLVW�RI H[FOXGHG�SHULOV��ULVN�H[FOXVLRQV���ORVVHV�DQG�SURSHUW\��SURSHUW\ H[FOXVLRQV���7KHUH�LV�QR�VWDQGDUG�PDUNHW�H[FOXVLRQ�FODXVH��7KH ZRUGLQJ�GHSHQGV�RQ�WKH�W\SH�RI�RSHUDWLRQ�DQG�GHVLUHG�H[WHQW�RI�FRYHU� RQ�WKH�SUHFLVH�GHILQLWLRQ�RI�WKH�LQVXUHG�ORFDWLRQ��WKH�,QVXUDQFH�&ODXVH DQG�WKH�DPRXQW�RI�GHGXFWLEOH�DQG�OLPLWV�RI�OLDELOLW\�LQYROYHG�/LVWHG�EHORZ�DUH�WKH�PDLQ�VWDQGDUG�H[FOXVLRQV�XVHG�LQ�FRPPRQ SURSHUW\�$OO�5LVNV�ZRUGLQJV�
5LVN�H[FOXVLRQVx :DU��ZDUOLNH�HYHQWV��FLYLO�ZDU��UHYROXWLRQ��UHEHOOLRQ��LQVXUUHFWLRQ� ULRWV��LQYDVLRQ� :DUOLNH�HYHQWV�DUH�YLROHQW�FRQIOLFWV�EHWZHHQ�WZR�RU�PRUH�FRXQWULHV RU�EHWZHHQ�DW�OHDVW�WZR�ODUJH�SRSXODWLRQ�JURXSV�LQ�RQH�FRXQWU\��FLYLO ZDU���,W�LV QHFHVVDU\�WR�FRPSLOH�VXFK�D�GHWDLOHG�OLVW�RI�SRVVLEOH ZDUOLNH�HYHQWV�VR�WKDW�WKH\�FDQ�EH�GLVWLQJXLVKHG�IURP�LQVXUDEOH IRUPV�RI�FLYLO�XQUHVW��&LYLO�XQUHVW�LV�D�WHUP�XVHG�WR�GHVFULEH VLJQLILFDQW�QXPEHUV�RI�WKH�SRSXODWLRQ�HQJDJLQJ�LQ�GLVWXUEDQFHV�RI WKH�SHDFH�DQG�SXEOLF�RUGHU�DQG�FRPPLWWLQJ�DFWV�RI�YLROHQFH�DJDLQVW RWKHU�SHUVRQV�DQG�SURSHUW\�x 7HUURULVP� 7KH�WUDJLF�HYHQWV�RI����6HSWHPEHU������KDYH�VKRZQ�WKDW�WKLV�W\SH RI�ULVN�LV�H[WUHPHO\�GLIILFXOW�WR�LQVXUH��7KH�WHUURU�ULVN��VLPLODU�WR ZDU��LV�DOPRVW�LPSRVVLEOH�WR�HYDOXDWH�DQG�FDOFXODWH�x 2UGHUV�RI�SXEOLF�DXWKRULWLHV� 7KLV�WHUP�GHQRWHV�DQ\�UHVWULFWLRQ�RU�UHSHDO�E\�WKH�VWDWH��SXEOLF DXWKRULW\��RI�DQ�RZQHU
V�ULJKW�WR�IUHHO\�GLVSRVH�RI�KLV�SURSHUW\�x ,QWHQW�DQG�JURVV�QHJOLJHQFH�RQ�WKH�SDUW�RI�WKH�SROLF\KROGHU�DQG KLV�KHU�UHSUHVHQWDWLYHV� 1HJOLJHQFH�LV�DQ�LVVXH�LQYROYLQJ�WKH�LQVXUHG�HYHQW
V�IRUHVHHDELOLW\ DQG�WKXV�DYRLGDELOLW\��,W�LV�WKHUHIRUH�XQLQVXUDEOH�x 1XFOHDU�HQHUJ\� *LYHQ�WKH�SRVVLELOLW\�RI�ORVV�DFFXPXODWLRQ��WKLV�H[FOXVLRQ�LV REOLJDWRU\��,Q�WKH�FDVH�RI�QXFOHDU HQHUJ\�ORVVHV��KRZHYHU��LW�VKRXOG EH�GHWHUPLQHG�ZKHWKHU�WKH�LQFOXVLRQ�RI�UDGLRDFWLYH�LVRWRSHV�LQ�D UHOHYDQW�FODXVH�ZRXOG�QRW�DFWXDOO\�EH�UHFRPPHQGDEOH��,Q�*HUPDQ\� IRU�H[DPSOH��WKH�LQGHPQLILFDWLRQ�RI�QXFOHDU�HQHUJ\�ORVVHV�LV JRYHUQHG�E\�WKH�$WRPLF�(QHUJ\�$FW�DFFRUGLQJ�WR�ZKLFK�WKH RSHUDWRUV�RI�QXFOHDU�SRZHU�SODQWV�DUH�REOLJHG�WR�SURYLGH�FRYHUDJH DQG�WDNH�RXW�OLDELOLW\�LQVXUDQFH�IRU�VXFK�ULVNV�x 6WRUP�WLGH� 7KH�H[FOXVLRQ�RI�WKHVH�ORVVHV�LV�REOLJDWRU\�EHFDXVH�RI�WKH�SRVVLELOLW\ RI�ORVV�DFFXPXODWLRQ�x 8QFODULILHG�ORVVHV�RU�GHWHULRUDWLRQ�DV�D�UHVXOW�RI�SHWW\�WKHIW��IUDXG DQG�HPEH]]OHPHQW��ORVV�RI�LQYHQWRU\� 7KLV�H[FOXVLRQ�LV�LPSHUDWLYH�XQOHVV�WKH�WHUP�ORVV�LV�GHILQHG�LQ�WKH ,&���,Q�DQ\�FDVH�WKLV�H[FOXVLRQ�LV�UHFRPPHQGDEOH�IRU�UHDVRQV�RI OHJDO�FHUWDLQW\�x &UDFNLQJ��H[SDQVLRQ�RU�VXEVLGHQFH�RI�EXLOGLQJV�DQG�REMHFWV SHUWDLQLQJ�WR�WKH�EXLOGLQJV�x *HQHWLF�PRGLILFDWLRQV�DQG�PDQLSXODWLRQV�x /RVVHV�DV�D�UHVXOW�RI�RXWDJHV�RI�SRZHU�VXSSOLHG�E\�WKLUG�SDUWLHV�&HUWDLQ�UHFHQW�ZRUGLQJV�KDYH�EHJXQ�WR�GHSDUW�IURP�WKH�SULQFLSOH DFFRUGLQJ�WR�ZKLFK�VXSSOLHUV
�ULVNV�XQGHU�EXVLQHVV�LQWHUUXSWLRQLQVXUDQFH�ZHUH�LQGHPQLILHG�RQO\�LI�WKH�VXSSOLHU
V�RSHUDWLRQV�KDG VXIIHUHG�D�ORVV�FDXVHG�E\�DQ�LQVXUHG�SHULO��%\�FRYHULQJ�DQ\�DQG�DOONLQGV�RI�SRZHU�RXWDJH��UHJDUGOHVV�RI�WKHLU�FDXVH��WKH�ULVN�EHFRPHV XQFRQWUROODEOH�7KH�IROORZLQJ�H[FOXVLRQV�ZLOO�EH�XVHG�WR�H[FOXGH�HOHPHQWV�ZKLFK�DUH DOVR�H[FOXGHG�E\�PDULQH�LQVXUHUV�x 'DPDJH�WR�LQYHQWRULHV�GXH�WR�SURFHVVLQJ�RU�ILQLVKLQJ��LQQHU�GHFD\�RU WKH�LQKHUHQW�QDWXUH�RI�WKH�JRRGV�x 1RUPDO�DWPRVSKHULF�KXPLGLW\�RU�RUGLQDU\�IOXFWXDWLRQV�LQ WHPSHUDWXUH�RU�QRUPDO�ZHDWKHULQJ�LQIOXHQFHV�ZKLFK�PXVW�EHH[SHFWHG�JLYHQ�WKH�VHDVRQDO�DQG�ORFDO�FLUFXPVWDQFHV� *RRGV�PD\�SHULVK�LI��IRU�H[DPSOH��D�VKLS�SDVVHV�WKURXJK�GLIIHUHQWJHRJUDSKLF�]RQHV�WKDW�DUH�VXEMHFW�WR�IOXFWXDWLRQV�LQ�WHPSHUDWXUH�x 'DPDJH�DWWULEXWDEOH�WR�LQDGHTXDWH�SDFNDJLQJ�RU�LQH[SHUW�ORDGLQJ PHWKRGV��XQOHVV�WKH\�DUH�FDXVHG�QHLWKHU�LQWHQWLRQDOO\�QRU�E\�JURVV QHJOLJHQFH�RQ�WKH�SDUW�RI�WKH�SROLF\KROGHU�x 'DPDJH�VWHPPLQJ�IURP�FXVWRPDU\�GLIIHUHQFHV�RU�ORVVHV�LQ�TXDQWLW\� PHDVXUHPHQW�DQG�ZHLJKW�7KH�SDUWLFXODU�IHDWXUHV�RI�PDFKLQHU\�EUHDNGRZQ�LQ�SURSHUW\�$OO�5LVNV FRYHUV�DUH�GHDOW�ZLWK�LQ�WKH�FKDSWHU�(QJLQHHULQJ�,QVXUDQFH��:H�VKDOO FRYHU�WKH�UHOHYDQW�H[FOXVLRQV�KHUH��KRZHYHU��XQOHVV�WKH\�ZHUH�DOUHDG\PHQWLRQHG�LQ�WKH�DERYH�OLVW�RI�VWDQGDUG�H[FOXVLRQV�6WDQGDUG�H[FOXVLRQV�LQ�WKH�HQJLQHHULQJ�FODVVHV��LQ�SDUWLFXODU�LQ PDFKLQHU\�EUHDNGRZQ�LQVXUDQFH�x 1RUPDO�RU�SUHPDWXUH�ZHDU�DQG�WHDU�VWHPPLQJ�IURP�URXWLQH RSHUDWLRQ� :KHQ�LQ�RSHUDWLRQ��PDFKLQHU\�LV�VXEMHFW�WR�QDWXUDO��VRPHWLPHV SUHPDWXUH�ZHDU�DQG�WHDU��$Q�HQWUHSUHQHXU�DOORZV�IRU�WKLV�IDFW�LQ GHSUHFLDWLRQ�LWHPV�WKDW�KH�VKLIWV�WR�WKH�FXVWRPHU�E\�ZD\�RI�WKH�VDOHV SULFH�KH�FKDUJHV�IRU�WKH�SURGXFWV�PDQXIDFWXUHG�ZLWK�WKH�PDFKLQHU\� $�QHHG�IRU�LQVXUDQFH�WKDW�PLJKW�FRPH�XQGHU�DQ�$OO�5LVNV�FRYHU�LV WKXV�SUHFOXGHG��6XFK�ULVNV�ZRXOG�QRW�EH�LQGHPQLILHG�DQ\ZD\��VLQFH WKH��GDPDJH���ZKLFK�GRHV�QRW�UHDOO\�H[LVW��ZDV�QRW�XQIRUHVHHDEOH�x &RUURVLRQ�RU�HURVLRQ�DQG�FDYLWDWLRQ� 7KLV�H[FOXVLRQ�UHIHUV�WR�EUHDNDJH�DV�D�UHVXOW�RI�FRUURVLRQ��7R SUHYHQW�FXVWRPHUV�IURP�EHLQJ�GLVDGYDQWDJHG�RYHU�SROLF\KROGHUV ZLWK�FRQYHQWLRQDO�FRYHUDJH��LW�LV�UHFRPPHQGDEOH�WR�UH�LQFOXGH�WKH H[FOXVLRQ�XQGHU�ZDWHU�GDPDJH�LQVXUDQFH��DV�LW�SURYLGHV�FRYHUDJH DJDLQVW�WKH�FRUURVLRQ�RI�ZDWHU�SLSHV�x 'HSRVLWV�DQG�GHYHORSPHQW�RI�ERLOHU�VFDOH��PXG�RU�RWKHU�GHSRVLWV� 7KH�SXUSRVH�RI�WKLV�H[FOXVLRQ�LV�WR�HQFRXUDJH�WKH�RSHUDWRUV�RI�SODQWV LQ�ZKLFK�GHSRVLWV�UHJXODUO\�DFFXPXODWH�WR�GXO\�UXQ��PDLQWDLQ�DQG VHUYLFH�WKHLU�PDFKLQHU\�
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x 'DPDJH�IRU�ZKLFK�D�VXSSOLHU��PDQXIDFWXUHU�RU�YHQGRU��LV�OLDEOH� %\�YLUWXH�RI�WKLV�H[FOXVLRQ�DQ�LQVXUHU�DYRLGV�KDYLQJ�WR�LQGHPQLI\ GDPDJH�VWHPPLQJ�IURP�D�GHIHFW�LQKHUHQW�LQ�WKH�JRRGV�VXSSOLHG�RU PDQXIDFWXUHG�
3URSHUW\�H[FOXVLRQV,I�WKH�LQVXUHU�ZLVKHV�WR�NHHS�HQYLURQPHQWDO�OLDELOLW\�HOHPHQWV�RXW�RI�KLV ZRUGLQJ��KH�PXVW�H[FOXGH�JURXQG��VRLO�DQG�ZDWHU�IURP�WKH�SURSHUW\ LQVXUHG��ZKHUHDV�D�OLPLWHG�ILUVW�SDUW\�ORVVHV�FODXVH�PD\�EH�LQFOXGHG�E\XVLQJ�D�GHFRQWDPLQDWLRQ�FODXVH��)DFLOLWLHV�LQYROYHG�LQ�WKH�QXFOHDU�IXHO F\FOH�DQG�RII�VKRUH�IDFLOLWLHV�VKRXOG�EH�H[FOXGHG�DV�ZHOO��VLQFH�WKH\�DUH WKH�REMHFW�RI�VSHFLDO�IRUPV�RI�FRYHU�DQG�UHTXLUH�VSHFLDO�XQGHUZULWLQJ�8QGHUZULWHUV�PXVW�UHDOLVH�WKDW�$OO�5LVNV�SROLFLHV�DOVR�FRYHU�PRWRU�RZQ GDPDJH�KXOO�EXVLQHVV�XQOHVV�ZDWHU�DQG�DLUFUDIW�DV�ZHOO�DV�ODQG�YHKLFOHV DUH�H[FOXGHG��,I�WKHVH�DUH�PHDQW�WR�EH�WKH REMHFW�RI�FRYHU��XQGHUZULWHUVPXVW�PDNH�DOORZDQFH�IRU�WKLV�IDFW�LQ�WKHLU�SUHPLXP�FDOFXODWLRQV�DQG FKRLFH�RI�GHGXFWLEOH�:LWK�FHUWDLQ�LQVXUHG�REMHFWV��LQVXUDQFH�FRYHU�LV�OLPLWHG�WR�VSHFLILF SHULOV��HJ�)/(;$��ILUH��OLJKWQLQJ��H[SORVLRQ�RU�LPSDFW�RU�FUDVK�RIDLUFUDIW�RU�LWV�SDUWV�RU�FDUJR���(&��H[WHQGHG�FRYHUDJH��DQG�((& �H[WHQGHG�FRYHUDJH�IRU�QDWXUDO�KD]DUGV���7KLV�DSSOLHV�DERYH�DOO�WROLYLQJ�DQLPDOV�DQG�SODQWV��PLFUR�RUJDQLVPV��ODQGILOOV�DQG�SURSHUW\�LQ WKH�SURFHVV�RI�HUHFWLRQ�RU�FRQVWUXFWLRQ��7KLV�WRR�LV�D ZD\�WR�FRQWURO�WKH FRYHUDJH�SURYLGHG�XQGHU�$OO�5LVNV�ZRUGLQJV�2I�SDUWLFXODU�LPSRUWDQFH�LV�WKH�LQVXUDQFH�RI�GDWD��DV�WKH�ORVV�RI HVVHQWLDO�GDWD�PD\�KDYH�IDWDO�FRQVHTXHQFHV�IRU�D�FRPSDQ\�DQG�PD\ SURORQJ�D�EXVLQHVV�LQWHUUXSWLRQ�VXEVWDQWLDOO\��,I�GDWD�LV�GHILQHG�DV LQVXUHG�SURSHUW\��LW�LV�LPSHUDWLYH�WR�UHVWULFW�WKH�GHVWUXFWLRQ��GDPDJH� DOWHUDWLRQ�RU�ORVV�RI�GDWD�WR�WKRVH�LQVWDQFHV�LQ�ZKLFK�WKH�GDWD�PHGLXP FRQWDLQLQJ�WKH�VWRUHG�GDWD�VXVWDLQV�D�SURSHUW\�ORVV�ZKLFK�LV LQGHPQLILDEOH�RQ�LWV�PHULWV�,I�IXOO�PDFKLQHU\�EUHDNGRZQ�FRYHUDJH�LV�SURYLGHG��LW�LV�LPSHUDWLYH�WR H[FOXGH�ORVVHV�LQYROYLQJ�DX[LOLDU\�PDWHULDO�DQG�VXSSOLHV��WRROV�RI�DOO NLQGV��VXFK�DV�ERUHUV�DQG�PLOOLQJ�PDFKLQHV��RU�RWKHU�SDUWV�ZKLFK��DV H[SHULHQFH�KDV�VKRZQ��QHHG�WR�EH�UHSODFHG�IUHTXHQWO\�GXULQJ�WKH�OLIH�RI WKH�SURSHUW\�LQVXUHG��HJ�EXUQHU�QR]]OHV�LQ�IXUQDFHV��PRXOGV��GLHV�DQG EDWWHULHV��'XULQJ�SURGXFWLRQ�WKH\�DUH�VXEMHFW�WR�DWWULWLRQ�RU�LQFUHDVHGZHDU�DQG�WHDU�DQG�DUH�XQLQVXUDEOH��VLQFH�WKH�LQWHUHVWHG�SDUW\�ILQDQFHV WKHLU�GHWHULRUDWLRQ�E\�ZULWLQJ�WKHP�RII�RU�E\�DOORZLQJ�IRU�WKH�FRVW�LQ WKH�SURGXFW
V�SULFH�
&RXQWU\�VSHFLILF�H[FOXVLRQV7KH�GHILQLWLRQ�RI�WKH�LQVXUHG�ORFDWLRQ�DQG�RI�WKH�FRXQWU\�VSHFLILF H[FOXVLRQV�DOVR�SOD\V�D�SLYRWDO�UROH�LQ�$OO�5LVNV�ZRUGLQJV��7KH\LQFOXGH�WKH�IROORZLQJ�H[DPSOHV�x ,Q %HOJLXP�DQG�WKH�1HWKHUODQGV�GDPDJH�DULVLQJ�IURP�IORRGV IROORZLQJ�G\NH�EUHDFKHV��IORRGHG�G\NHV��HWF�x ,Q�%HOJLXP�ORVVHV�VWHPPLQJ�IURP�FODLPV�WKDW�ZRXOG�UHVXOW�IURP�WKH OHJDO�REOLJDWLRQ�WR�FRYHU�VDOYDJH�FRVWV�x ,Q�)UDQFH�ORVVHV�DULVLQJ�IURP�FODLPV�FRPLQJ�XQGHU�WKH�VFRSH�RI�WKH &DWDVWURSKHV�1DWXUHOOHV�UHJXODWLRQ�x ,Q�*UHDW�%ULWDLQ�GDPDJH�DV�D�UHVXOW�RI�ILUH�RU�H[SORVLRQ�FDXVHG�E\ WHUURULVW�DFWV�x ,Q�1RUWKHUQ�,UHODQG�GDPDJH�DULVLQJ�IURP�WHUURULVW�DFWV�RU�FLYLO XQUHVW�x ,Q�6SDLQ�GDPDJH�FRYHUHG�E\�WKH�&RQVRUFLR�GH�&RPSHQVDFLyQ�GH 6HJXURV�x ,Q�6ZLW]HUODQG�FODLPV�UHVXOWLQJ�IURP�WKH�GHFUHH�RQ�QDWXUDO�GLVDVWHUV LQVXUDQFH�GDWHG����1RYHPEHU������RU�WKH�UHOHYDQW�DPHQGPHQWV�x ,Q�6RXWK�$IULFD�DQG�1DPLELD�GDPDJH�FRPLQJ�XQGHU�WKH�VFRSH�RI�WKH 6RXWK�$IULFDQ�6SHFLDO�5LVNV�,QVXUDQFH�$VVRFLDWLRQ��6$65,$��RU WKH�1DPLELDQ�6SHFLDO�5LVNV�,QVXUDQFH�$VVRFLDWLRQ��1$65,$��x ,Q�WKH�,QGHSHQGHQW�6WDWHV��+RPHODQGV��DQG�LQ�1DPLELD�GDPDJH DULVLQJ�IURP�SROLWLFDOO\�PRWLYDWHG�DVVDXOWV�LQ�DFFRUGDQFH�ZLWK�WKH ORFDO�GHILQLWLRQ�RI�WKH�WHUP�SROLWLFDO�ULRW�H[SR��BHQ���BH[FO�KWPO����RI����>�����������������@:RUGLQJ�RI�H[FOXVLRQV3UHFLVHO\�ZRUGHG�H[FOXVLRQV�DUH�RI�XWPRVW�LPSRUWDQFH��([FOXVLRQV VWDWLQJ���7KH�SROLF\�VKDOO�QRW�FRYHU�GDPDJH�DULVLQJ�IURP�«�UHJDUGOHVV RI�FRQWULEXWRU\�FDXVHV��KDYH�D�PRUH�IDU�UHDFKLQJ HIIHFW�WKDQ�H[FOXVLRQVZRUGHG�DV�IROORZV��IRU�H[DPSOH���([FOXGHG�LV�GDPDJH�WR�DQ�LQGLYLGXDO REMHFW�LPPHGLDWHO\�FDXVHG�E\«��7KH�ILUVW�ZRUGLQJ�H[FOXGHV�GLUHFW�DQG LQGLUHFW�GDPDJH�IURP�WKH�FDXVHV�PHQWLRQHG�WKHUHDIWHU�DV�ZHOO�DV FRQVHTXHQWLDO�GDPDJH��7KH�VHFRQG�H[FOXVLRQ�LV�OLPLWHG�WR�LPPHGLDWH GDPDJH�WR�DQ�LQGLYLGXDO�REMHFW��PHDQLQJ�WKDW�FRQVHTXHQWLDO�GDPDJH�WR RWKHU�REMHFWV�LV�LQFOXGHG�
([DPSOH�$�UHVHUYRLU�LV�GHVWUR\HG�DV�D�UHVXOW�RI�D�ZDU�HYHQW��7KH�HQVXLQJ�IORRG JLYHV�ULVH�WR�D�VKRUW�FLUFXLW�ZKLFK�FDXVHV D�ILUH�DW�WKH�LQVXUHGORFDWLRQ�%\�IRUPXODWLQJ�WKH�H[FOXVLRQ�LQ�WKH�IROORZLQJ�PDQQHU���7KH�SROLF\ VKDOO�QRW�FRYHU�GDPDJH�DULVLQJ�IURP�ZDUOLNH�HYHQWV�«�UHJDUGOHVV�RI FRQWULEXWRU\�FDXVHV���ZDU�LQ�WKH�DERYH�H[DPSOH�LV�WKH�FRQWULEXWRU\ FDXVH��D�FDXVDO�UHODWLRQVKLS�EHLQJ�JLYHQ�EHWZHHQ�WKH�ZDU�DQG�WKH�ILUH �FRQVHTXHQWLDO�ORVV���7KH�ILUH�DW�WKH�LQVXUHG�ORFDWLRQ�ZRXOG�WKXV�QRW�EH FRYHUHG�XQGHU�WKH�SROLF\�0RVW�$OO�5LVNV�ZRUGLQJV�FRQWDLQ��TXDOLILHG��H[FOXVLRQV��7KLV�W\SH�RI ZRUGLQJ�LV�XVHG�WR�H[HPSW�GDPDJH�QRUPDOO\ LQVXUHG�DV�D�QDPHG�SHULO IURP�WKH�H[FOXVLRQV��$Q�H[DPSOH���7KH�SROLF\�VKDOO�QRW�FRYHU�GDPDJHDULVLQJ�IURP�«�UHJDUGOHVV�RI�FRQWULEXWRU\�FDXVHV�XQOHVV�WKH�GDPDJH DULVHV�IURP�WKH�SHULOV�VSHFLILHG�LQ�LWHP«�%HVLGHV�WKHVH�TXDOLILHG�H[FOXVLRQV�WKHUH�DUH�DOVR��TXDOLILHG��UHLQFOXVLRQV�7KH�IROORZLQJ�VKDOO�VHUYH�DV�DQ�H[DPSOH���7KH�H[FOXVLRQV LQ�LWHPV�«�WR�«�GR�QRW�DSSO\�WR�SURSHUW\�OLVWHG�LQ�WKH�SRVLWLRQV EXLOGLQJV�DQG�HTXLSPHQW��7KH�FRQVHTXHQWLDO�ORVVHV�FRYHUHG�RU�H[SUHVVO\�H[FOXGHG�E\�WKH�WHUPV DQG�FRQGLWLRQV�VKRXOG�EH�DQDO\VHG�FDUHIXOO\��VLQFH�FRQVHTXHQWLDO�ORVVHV PD\�KDYH�PRUH�IDU�UHDFKLQJ�FRQVHTXHQFHV�WKDQ�WKH�SURSHUW\�GDPDJHLWVHOI��)RU�WKH�SXUSRVHV�RI�OHJDO�FHUWDLQW\��D�OXFLG�DQG�XQHTXLYRFDO ZRUGLQJ�VKRXOG�EH�VWULYHQ�IRU�
,QWHUDFWLRQ�2I�7KH�3ROLF\
V�&RPSRQHQWV
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(DFK�RI�WKH�SROLF\
V�FRPSRQHQWV�PHQWLRQHG�VKRXOG�QRW�EH�ORRNHG�DW VHSDUDWHO\�EXW�UDWKHU�DVVHVVHG�LQ�WHUPV�RI�LWV�RYHUDOO�HIIHFWV�RQ�D FRQFUHWH�ULVN��7KH�XQGHUZULWHU�PXVW�GHWHUPLQH�ZKHWKHU�WKH�H[FOXVLRQV DUH�QRW�UHYHUVHG�E\�UH�LQFOXVLRQV�VRPHZKHUH�HOVH�LQ�WKH�SROLF\�)XUWKHUPRUH�LW�LV�HVVHQWLDO�WR�WDNH�LQWR�DFFRXQW�WKDW�$OO�5LVNV�FRYHUV DUH�QRW�DOZD\V�WKH�ULJKW�VROXWLRQ�IRU�HYHU\�FXVWRPHU��(DFK�FRPSRQHQW RI�D�FRYHU�KDV�LWV�SULFH��3ROLF\KROGHUV�ZLVKLQJ�WR�VDYH�RQ�SUHPLXPVKRXOG�FRQVLGHU�ZKLFK�FRYHU�WKH\�DFWXDOO\�QHHG��,W�LV�RIWHQ�PRUH VHQVLEOH�WR�FRPSRVH�D�FRYHU�IURP�PRGXOHV��LQ�SDUWLFXODU�VLQFH�WKHVFRSH�RI�D�QDPHG�SHULOV�SROLF\�PD\��LQ�FHUWDLQ�FDVHV��HYHQ�H[FHHG�WKDW RI�DQ�$OO�5LVNV�FRYHU�)URP�RXU�VWDQGSRLQW�FOHDUO\�ZRUGHG�PXOWL�ULVN�SURGXFWV��ZKHUH WKH LQGLYLGXDO�FODVVHV�UHWDLQ�WKHLU�LQGHSHQGHQFH��DUH�WKH�EHVW�DQG�OHJDOO\ VDIHVW�VROXWLRQ�RI�D�PRGHUQ�FRQFHSW�RI�FRYHUDJH��VLQFH�WKH�PDQ\H[FOXVLRQV�DQG�UH�LQFOXVLRQV�XQGHU�$OO�5LVNV�FRYHUV�PDNH�LW�KDUG�WR GHWHUPLQH�KRZ�EURDG�D�SROLF\
V�VFRSH�RI�FRYHU�DFWXDOO\�LV� 7KH�SUHPLXPV�FKDUJHG�DUH�XVXDOO\�SURYLGHG�DV�RYHUDOO�RU�SDFNDJH SUHPLXPV�DQG�WKH\�DUH�QR�ORQJHU�EURNHQ�GRZQ�LQWR�WKH�FODVVHVLQWHJUDWHG�LQ�WKH�SROLF\��:H�DOVR�REVHUYH�D�WUHQG�WRZDUG�XVLQJ�WKHSROLF\KROGHU
V�UHYHQXH�DV�D�EDVLV�IRU�SURSHUW\�SUHPLXPV��7KLV�PD\ SRVH�SUREOHPV�WR�WKH�SURSHUW\�LQVXUHU��VLQFH�WKHUH�LV�UDUHO\�DQ\FRUUHODWLRQ�EHWZHHQ�WKH�SROLF\KROGHU
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