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PDUNHW��7KH�YRODWLOLW\�RI�DYDLODEOH�UHLQVXUDQFH�FDSDFLW\�DQG�UHLQVXUDQFH�SULFHV�PDNH�FDSLWDO�PDUNHWVROXWLRQV�DSSHDU WR�EH�DWWUDFWLYH�KHGJLQJ�DOWHUQDWLYHV�IRU�LQVXUDQFH�ULVNV�
,Q�WKH�ZDNH�RI�DQG�LQ�UHVSRQVH�WR�+XUULFDQH�$QGUHZ�LQ����� DQG�WR�WKH�1RUWKULGJH�HDUWKTXDNH�LQ&DOLIRUQLD�LQ�������ZKLFK�FDXVHG�LQVXUHG�ORVVHV�DPRXQWLQJ�WR�86����EQ�DQG���EQ�UHVSHFWLYHO\��WKH�ILUVWDWWHPSWV�ZHUH�PDGH�WR�WUDQVIHU FDWDVWURSKH�ULVNV�WR�WKH�FDSLWDO�PDUNHW�
2QH�RI�WKH�ILUVW�VWHSV�LQ�LPSOHPHQWLQJ�ILQDQFLDO�PDUNHWV�DV�VXSSOHPHQWDU\�LQVWUXPHQWV�IRU�GHDOLQJ�ZLWKLQVXUDQFH�ULVNV�ZDV�WDNHQ�RQ�WKH�&KLFDJR�%RDUG�RI�7UDGH��&%27��ZLWK�WKH�GHYHORSPHQW�RI�LQVXUDQFHGHULYDWLYHV�VXFK�DV�IXWXUHV�DQG�RSWLRQV�IRU�QDWXUDO�FDWDVWURSKH�ULVNV�LQ�WKH�86$��$W�WKH�VDPH�WLPH��WKHILUVW�ERQGV�VHFXULWL]LQJ�LQVXUDQFH�ULVNV�FDPH�RQWR�WKH�PDUNHW��$IWHU�HDUO\�DWWHPSWV�ZHUH�PDGH�ZLWKVPDOOHU�YROXPHV�LVVXHG��LW�EHFDPH�SRVVLEOH�WR�DOVR�SODFH�ODUJHU�YROXPHV��L�H��IURP�86�����P�WR�86����P��RQ�WKH�FDSLWDO�PDUNHW�DV�IURP���������
)RU�VHYHUDO�\HDUV�QRZ�FDSLWDO�PDUNHWV�KDYH�EHHQ�SURYLGLQJ�LQVXUDQFH�FRPSDQLHV�ZLWK�OLPLWHG�FDSLWDO�YLDVR�FDOOHG�FRQWLQJHQW�FDSLWDO�SURJUDPPHV�IRU�WKH�HYHQW�RI�D�QDWXUDO�FDWDVWURSKH�DQG�ORVV�RI�HTXLW\��7KLVSURFHVV�PHUHO\�LQYROYHV�SURYLGLQJ�FDSLWDO�ZKLFK�LV�UHSDLG�WR�WKH�FUHGLWRUV�RU�LQYHVWRUV�DIWHU�H[SLU\�RI�WKHFRQWLQJHQW�FDSLWDO�WUDQVDFWLRQ��QR�WUDQVIHU�RI�WKH�LQVXUDQFH�ULVN��MXVW�SXUH�ILQDQFLQJ���,QVXUDQFHVHFXULWL]DWLRQ��L�H��WKH�VHFXULWL]DWLRQ�RI�LQVXUDQFH�ULVNV�DQG�WKH�WUDQVIHU�RI�ULVNV�WR�WKH�FDSLWDO�PDUNHW�YLDERQGV�DQG�GHULYDWLYHV�KDV�RQO\�EHHQ�ZLGHO\�XVHG�DV�DQ�LQVWUXPHQW�IRU�FRYHULQJ�LQVXUDQFH�ULVNV�VLQFH�����,QVXUDQFH�VHFXULWL]DWLRQ�LV�JLYLQJ�LQVXUHUV�DFFHVV�WR�WKH�FDSLWDO�PDUNHW�DV�D�QHZ�DGGLWLRQDO�VRXUFH�RIFDSDFLW\�WR�VXSSOHPHQW�WUDGLWLRQDO�UHLQVXUDQFH�$V�LQVXUDQFH�ULVNV�GR�QRW�FRUUHODWH�ZLWK�RWKHU�LQYHVWPHQW�FODVVHV��LQVXUDQFH�ULVN�ERQGV�DV�ZHOO�DVLQVXUDQFH�GHULYDWLYHV�DQG�FRQWLQJHQW�FDSLWDO�SURJUDPPHV�SURYLGH LQYHVWRUV�ZLWK�PHDQV�IRU�GLYHUVLI\LQJWKHLU�LQYHVWPHQWV�
)LUVW���,QVXUDQFH�VHFXULWL]DWLRQ�E\�PHDQV�RI�ERQG�LVVXHV
:LWK�WKH�PRVW�FRPPRQ�LQVXUDQFH�VHFXULWL]DWLRQ�PRGHO�YLD�DQ�LQVXUDQFH�ULVN�ERQG��WKH�LQVXUHU��DFWLQJ�DVWKH�VSRQVRU�RI�WKH�WUDQVDFWLRQ��FRQFOXGHV�D�UHLQVXUDQFH�DJUHHPHQW�ZLWK�WKH�UHLQVXUHU��ZKR�WKHQ�FHGHVWKH�ULVN�WR�D�VSHFLDO�SXUSRVH�UHLQVXUDQFH�FRPSDQ\��63&��XQGHU�D�UHWURFHVVLRQ�DJUHHPHQW��7KLV�63&FRYHUV�DQ\�OLDELOLWLHV�IURP�WKH�UHWURFHVVLRQ�DJUHHPHQW�E\�LVVXLQJ�D�ERQG�7KH�SURFHHGV�IURP�WKH�ERQG�LVVXH�DUH�LQYHVWHG�LQ�WRS�TXDOLW\�ERQGV�WKURXJK�D�FROODWHUDO�WUXVW�0DQDJHPHQW�RI�WKH�FROODWHUDO�WUXVW�LV�LQ�WKH�KDQGV�RI�D�WUXVWHH�ZKRVH�WDVN�LV�WR�HQVXUH�WKH�SURSHUDGPLQLVWUDWLRQ�DQG�XVH�RI�WKH�WUXVW�DVVHWV��7KH�DVVHWV�RI�WKH�FROODWHUDO�WUXVWV�VHUYH�DV�D�JXDUDQWHH�IRUDQ\�OLDELOLWLHV�RQ�WKH�SDUW�RI�WKH�63&�DULVLQJ�IURP�WKH�UHWUR�FHVVLRQ�DJUHHPHQW�DQG�WKXV�DOORZ�WRSVHFXULW\�UDWLQJ��$$$��RI�WKH�FRYHU�IRU�WKH�LQVXUHG�7KH�LQYHVWPHQW�LQFRPH�IURP�WKH�FROODWHUDO�WUXVW�VKRXOG�EH�EDVHG�RQ�D�UHIHUHQFH�LQWHUHVW�UDWH��VXFK�DVWKH�/RQGRQ�,QWHUEDQN�2IIHULQJ�5DWH��/,%25���7KLV�LV�PDGH�SRVVLEOH�E\�PHDQV�RI�DQ�LQWHUHVW�UDWH�VZDSEHWZHHQ�WKH�WUXVW�DQG�D�VZDS�FRXQWHUSDUW\��ZKLFK�VZDSV�WKH�LQYHVWPHQW�LQFRPH�UDWH�IURP�WKH�FROODWHUDOWUXVW�IRU�WKH�/,%25�UDWH�DQG�WKXV HQVXUHV�D�IL[HG�LQWHUHVW�UDWH�IRU�WKH�LQYHVWRUV��7KH�UHLQVXUDQFH�DQGUHWURFHVVLRQ�SUHPLXP�UDWH�LV�SDVVHG�RQ�WR�WKH�LQYHVWRUV�DV�D�VSUHDG�RYHU�/,%25�DQG�RIIHUV�WKHLQYHVWRUV�DQ�LQFHQWLYH�WR�LQYHVW�LQ�WKLV�ERQG��WKH�EHORZ�ILJXUH�VKRZV�WKH�IORZ�FKDUW�RI�VXFK DVHFXULWL]DWLRQ�WUDQVDFWLRQ��,QVXUDQFH�ULVN�ERQGV�FDQ�KDYH�GLIIHUHQW�VWUXFWXUHV�,Q�WKH�FDVH�RI�SULQFLSOH�DW�ULVN�ERQGV��WKH�HQWLUH�QRPLQDO�YDOXH�VHUYHV�DV�OLDELOLW\��/LDELOLW\�FDQ��KRZHYHU�DOVR�EH�UHVWULFWHG�WR�WKH�LQWHUHVW�SD\PHQW��DV�LV�WKH�FDVH�ZLWK�SULQFLSOH�SURWHFWHG�ERQGV��,Q�VXFK�D�FDVH�WKH�QRPLQDO�YDOXH�RI�WKH�ERQG�LV�UHSDLG�WR�WKH�LQYHVWRU�ILYH�WR�WHQ�\HDUV�DIWHU�D�ORVV�HYHQW��,I�D�ORVVRFFXUV��RQO\�D�SRUWLRQ�RI�WKH�ERQG�VHUYHV�DV�OLDELOLW\�7KH�RWKHU�SRUWLRQ�LV�LQYHVWHG�LQ�GLVFRXQWHG��]HUR�FRXSRQ��ERQGV��ZKLFK�DUH�SDLG�EDFN�DW�SDU�DIWHU�ILYH�WRWHQ�\HDUV��WKXV�VHFXULWL]LQJ�UHSD\PHQW�RI�WKH�ERQG�DW�QRPLQDO�YDOXH�7KH�EDVLV�IRU�FRYHU�FDQ�EH�WKH�DFWXDO�ORVV�VXVWDLQHG�E\�WKH�FHGDQW��LQVXUDQFH�SRUWIROLR���D�ORVV�LQGH[�RUD�SDUDPHWULF�WULJJHU�
,QVXUDQFH�VHFXULWL]DWLRQ�E\�PHDQV�RI�ERQG�LVVXHV
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6HFRQG���,QVXUDQFH�GHULYDWLYHV
,QVXUDQFH�GHULYDWLYHV��ZKLFK�WUDQVIHU�LQVXUDQFH�ULVNV�WR�WKH�FDSLWDO�PDUNHW�DQG�ZKLFK��LQ�FRQWUDVW�WRLQVXUDQFH�ULVN�ERQGV��GR�QRW�SURYLGH SULRU�OLTXLGLW\�WR�VDIHJXDUG�WKH�PD[LPXP�OLDELOLW\��FDQ�EH�VWUXFWXUHGDV�VZDSV�RU�RSWLRQV��7KH�EDVLV�IRU�VXFK�D�WUDQVDFWLRQ�PD\�EH�D�PDUNHW�ORVV�LQGH[��H�J��WKH�3&6�LQGH[�RIWKH�3URSHUW\�&ODLPV�6HUYLFH�LQ�WKH�86$��RU�D�SDUDPHWULF�WULJJHU��$�PDUNHW�ORVV�LQGH[�UHIOHFWV�WKH�ORVVHVLQFXUUHG�LQ�WKH�LQVXUDQFH�LQGXVWU\�DIWHU�D�QDWXUDO�FDWDVWURSKH��$�SDUDPHWULF�WULJJHU�OLQNV�WKH�WULJJHU�RIFRYHU�WR�D�QDWXUDO�FDWDVWURSKH��ZKLFK�PXVW�FRPSO\�ZLWK�SUHFLVHO\�GHILQHG�DQG�WUDQVSDUHQW�FULWHULD�LQWHUPV�RI�VHYHULW\��PDJQLWXGH�RI�HDUWKTXDNHV��ZLQG�YHORFLW\�RU�DLU�SUHVVXUH�IRU�ZLQGVWRUP��7KH�&KLFDJR�%RDUG�RI�7UDGH�KDV�IRU�VHYHUDO�\HDUV�QRZ�EHHQ�WUDGLQJ�LQ�VWDQGDUGL]HG�RSWLRQ�FRQWUDFWV�RQWKH�EDVLV�RI�PDUNHW�ORVV�LQGLFHV�IRU�QLQH�UHJLRQV�LQ�WKH�86$�ZLWK�FRYHUDJH�SHULRGV�RI�XS WR�RQH�\HDU�7KURXJK�WKH�RSWLRQ�FRQWUDFWV��SDUWLFLSDQWV�FDQ�EX\�RU�VHOO�FRYHUV�DJDLQVW�QDWXUDO�FDWDVWURSKHV�LQ�WKH86$��KXUULFDQHV��HDUWKTXDNH���7KH�RSWLRQ�SUHPLXP�KHUH�FRUUHVSRQGV�WR�WKH�UHLQVXUDQFH�SUHPLXP��,QDGGLWLRQ�WR�LQVXUHUV�DQG�UHLQVXUHUV�RWKHU ILQDQFLDO�LQVWLWXWLRQV�VXFK�DV�LQYHVWPHQW�EDQNV�RU�XQUHJXODWHG�IXQGV�FDQ�DOVR�EH�DFWLYH�LQ�WKLVVHFWRU��$V�WKH�YROXPH�WUDGHG�LV�VWLOO�UHODWLYHO\�ORZ��WKLV�PDUNHW�FDQQRW�UHDOO\�EH�GHVFULEHG�DV�EHLQJSDUWLFXODUO\�OLTXLG�DW�WKLV�VWDJH�2XWVLGH�FRPPRGLW\�H[FKDQJHV��GHULYDWLYHV�DUH�QHJRWLDWHG�DQG�DJUHHG�XSRQ�EHWZHHQ�WKH�SDUWLHV�RQ�DFDVH�E\�FDVH�EDVLV��7KHVH�DUH�UHIHUUHG�WR�DV�RYHU�WKH�FRXQWHU��27&��GHULYDWLYHV�:LWK�DQ�27&�LQVXUDQFH�VZDS�RU�DQ�RSWLRQ��WKH�FHGDQW�SD\V�WKH�LQYHVWRUV�D�SUHPLXP�DQG�UHFHLYHVLQGHPQLILFDWLRQ�LQ�WKH�HYHQW�RI�D�ORVV��)URP�D�SXUHO\�WHFKQLFDO�SRLQW�RI�YLHZ��WKLV�FRQVWUXFWLRQ�LVFRPSDUDEOH�WR�D�VWDQGDUG��UH�LQVXUDQFH FRQWUDFW��7KH�FHGDQW�DFWV�DV�WKH�RSWLRQ�EX\HU��WKH�LQYHVWRU�DVWKH�RSWLRQ�VHOOHU��7KH�RSWLRQ�VHOOHU�UHFHLYHV�DQ�RSWLRQ�SUHPLXP��IL[HG�UDWH�SD\PHQW��LQ�DGYDQFH�IURP�WKHFHGDQW��RSWLRQ�EX\HU���ZKLFK�LV�FRPSDUDEOH�WR�DQ�LQVXUDQFH�SUHPLXP��7KH�RSWLRQ�FDQ�EH�H[HUFLVHG�ZKHQDQ�DJUHHG�PDUNHW�ORVV�LQGH[�OHYHO�LV�H[FHHGHG�RU�D�SDUDPHWULF�WULJJHU�RFFXUV��7KH�RSWLRQ�EX\HU�UHFHLYHVWKH�IL[HG�QRPLQDO�DPRXQW�DV��FRPSHQVDWLRQ��RU��LQGHPQLILFDWLRQ���IORDWLQJ�UDWH�SD\PHQW��7KH�RSWLRQ�EX\HU�GRHV�QRW�UHTXLUH�SURRI�RI�DQ�LQVXUHG�LQWHUHVW�RU�WKH�RFFXUUHQFH�RI�D�ORVV�HYHQW�IRUSD\PHQW�IURP�WKH�GHULYDWLYH��7KH�GHFLGLQJ�IDFWRU�LV�PHUHO\�WKH�SRLQW�DW ZKLFK�WKH�DJUHHG�PDUNHW�ORVVLQGH[�OHYHO�LV�H[FHHGHG�RU�D�SDUDPHWULF�WULJJHU�FRPHV�LQWR�HIIHFW�7KH�RSWLRQ�FDQ�DOVR�WDNH�WKH�IRUP�RI�D�VHFRQG�HYHQW�FRYHU�XQGHU�ZKLFK�WKH�RSWLRQ�EX\HU�UHFHLYHVFRYHUDJH�DW�D�SUHYLRXVO\�IL[HG�SULFH�LI�DQ�DJUHHG�PDUNHW�ORVV�LQGH[�OHYHO�LV�H[FHHGHG�RU�D�SDUDPHWULFWULJJHU�FRPHV�LQWR�SOD\�DQG�WKH�RSWLRQ�LV�H[HUFLVHG�6LPLODU�ULVNV�FDQ�EH�VZDSSHG�ZLWKRXW�SD\PHQW�RI�D�IORDWLQJ�UDWH�RU�RSWLRQ�SUHPLXP�RQ�WKH�EDVLV�RI�D�ULVNVZDS��,Q�WKLV�ZD\��WKH�RYHU�H[SRVXUH�RI�RQH�SDUW\�LQ�D�ULVN�FODVV�FDQ�EH�FHGHG�RU�VZDSSHG�IRU�DQRWKHUULVN�FODVV�WKDW�LV�XQGHUUHSUHVHQWHG�LQ�WKH�LQVXUDQFH�SRUW�IROLR�
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7KLV�DOORZV�D�PXOWL�GLPHQVLRQDO�GLYHUVLILFDWLRQ�HIIHFW��ULVN�FODVV��UHJLRQ��DQG�SURGXFHV�D�PRUH�HIILFLHQWULVN�SRUWIROLR��)RU�H[DPSOH��LW�ZRXOG�EH�SRVVLEOH�WR�VZDS�WKH�86�ZLQGVWRUP�ULVN�IRU�WKH�-DSDQ�ZLQGVWRUPULVN�RU�WKH�&DOLIRUQLDQ�HDUWKTXDNH�ULVN�IRU�WKH�7RN\R�HDUWKTXDNH�ULVN��DVVXPLQJ�WKDW�WKHVH�KDYH�WKH�VDPHSUREDELOLW\�RI�ORVV�DQG�LGHQWLFDO�H[SRVXUH��QRPLQDO�YDOXH���([LVWLQJ�LQVXUDQFH�ULVN�ERQGV�SURYLGH�DSHUIHFW�EDVLV��XQGHUO\LQJ�LQGH[��IRU�ULVN�VZDSV�7KH�OHJDO�EDVLV�RI�LQVXUDQFH�GHULYDWLYHV�DUH�VWDQGDUG�VSHFLPHQ�DJUHHPHQWV�GHYHORSHG�E\�WKHLQWHUQDWLRQDO�6ZDS�DQG�'HULYDWLYHV�$VVRFLDWLRQ��,6'$���ZKLFK�DUH�LQ�JHQHUDO�XVH�IRU�ILQDQFLDOGHULYDWLYHV�
,QVXUDQFHU�GHULYDWLYHV��27&�VZDS�RSWLRQ

,QVXUDQFH�GHULYDWLYHV�YHUVXV�LQVXUDQFH�ULVN�ERQGV
$�IXQGDPHQWDO�DGYDQWDJH�RI�LQVXUDQFH�GHULYDWLYHV�LV�WKDW�WKH\�DUH�PXFK�TXLFNHU�DQG�HDVLHU�WR�VWUXFWXUHDQG�UHDOL]H�WKDQ�VHFXULWL]DWLRQ�E\�ZD\�RI�D�ERQG�LVVXH�7KH�WUDQVDFWLRQ�FRVWV�DUH�ZHOO�EHORZ�WKRVH�LQYROYHG�LQ�D�ERQG�LVVXH�
2Q�WKH�RWKHU�KDQG��D�ERQG�FDQ�FRYHU�JUHDWHU�YROXPHV�WKDQ�D�GHULYDWLYH�+RZHYHU��LQVXUDQFH�GHULYDWLYHV�KDUERU�D�SDUWQHU�ULVN��FRXQWHUSDUW\�ULVN���ZKLFK�PDQLIHVWV�LWVHOI�ZKHQ�WKHLQYHVWRUV�FDQQRW�PHHW�WKH�LQGHPQLILFDWLRQ�SD\PHQW��7KH�RSWLRQV�RU�VZDS�SUHPLXP�LV�SDLG�LQ�DGYDQFH�DVZLWK�DQ�LQVXUDQFH�SUHPLXP��WKH�FRXQWHU�SD\PHQW�RU�LQGHPQLILFDWLRQ�SD\PHQW�LV�PDGH�RQO\�DIWHU�WKHRFFXUUHQFH�RI�D�JLYHQ�HYHQW��:LWK�D�ERQG�VHFXULWL]DWLRQ��RQ�WKH�RWKHU�KDQG��WKH�SURFHHGV�IURP�WKH�ERQGLVVXH�DUH�DYDLODEOH�LQ�DGYDQFH�LQ�WKH�FROODWHUDO�WUXVW�DV�D�OLDELOLW\�PDVV�DQG�WKXV�HQDEOH�EHVW�VROYHQF\�WRS�VHFXULW\�$$$��IRU�WKH�ULVN�FHGLQJ�SULPDU\�LQVXUHU�
7KLUG���&RQWLQJHQW�FDSLWDO��OLTXLGLW\��SURJUDPPHV)ROORZLQJ�WKH�RFFXUUHQFH�RI�PDMRU�ORVVHV��H�J��D�QDWXUDO�FDWDVWURSKH�DFFRPSDQLHG�E\�D�ORVV�RI�HTXLW\FDSLWDO��FRQWLQJHQW�FDSLWDO��OLTXLGLW\��SURJUDPPHV�RIIHU�LQVXUDQFH�FRPSDQLHV�FDSLWDO�VXSSRUW�LQ�WKH�IRUPRI�VXUSOXV�QRWHV�RU�SUHIHUHQFH�VKDUHV�:LWKLQ�WKLV�VWUXFWXUH��ZKLFK�LQFRUSRUDWHV�DQ�HTXLW\�SXW�RU�VXUSOXV�SXW�RSWLRQ��WKH�FHGDQW��RSWLRQ�EX\HU�SD\V�D�SUHPLXP�WR�DFTXLUH�WKH�ULJKW�WR�VHOO�VXUSOXV�QRWHV�RU�SUHIHUHQFH�VKDUHV�WR�LQYHVWRUV�LQ�WKH�HYHQWRI�D�VSHFLILFDOO\�SUH�GHILQHG�QDWXUDO�FDWDVWURSKH�DQG�WKH�ORVV�RI�HTXLW\�FDSLWDO��7KH�RSWLRQ�FDQ�EHH[HUFLVHG�DIWHU�WKH�RFFXUUHQFH�RI�D�QDWXUDO�FDWDV�WURSKH�,QYHVWRUV�SXUFKDVH�WKH�VKDUHV�RU�WKH�VXUSOXV�QRWHV�ZLWK�D�FDVK SD\PHQW��,Q�PDQ\�FDVHV��UHLQVXUHUV�DOVRDFW�DV�LQYHVWRUV�DQG��LQ�WKLV ZD\��PDNH�DGGLWLRQDO�DQG�DOWHUQDWLYH�FDSLWDO�DYDLODEOH�
&RQWLQJHQW�FDSLWDO�OLTXLGLW\&DWDVWURSKH�HTXLW\�SXW�DUUDQJHPHQW� �HTXLW\�SXW
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x 7KH�LQVXUHU�EX\V�WKH�ULJKW�WR�LVVXH�SUHIHUHQFH�VKDUHV�WR�LQYHVWRUV�LQ�WKH�HYHQW�RI�D�FDWDVWURSKH�SXW�RSWLRQ��x 7KH�RSWLRQ�WR�SXUFKDVH�VKDUHV�FDQ�EH�H[HUFLVHG�ZLWK�D�FDVK�SD\PHQW�
,Q�FRQWUDVW�WR�LQVXUDQFH�ULVN�ERQGV��LQYHVWRUV�LQ�FRQWLQJHQW�FDSLWDO�SURJUDPPHV�SURYLGH�WKHLU�FDSLWDO�RQO\DIWHU�D�ORVV�HYHQW��7KLV�FDSLWDO�LV�UHSDLG�ZKHQ�WKH�WHUP�RI�WKH�WUDQVDFWLRQ�H[SLUHV�,Q�WKH�FDVH�RI�LQVXUDQFH�ULVN�ERQGV��WKH�FDSLWDO�LV�PDGH�DYDLODEOH�E\�WKH�LQYHVWRUV�EHIRUH�WKH�ORVV�HYHQW�WKH�FDSLWDO�LV�PDQDJHG�LQ�WKH�FROODWHUDO�WUXVW�GXULQJ�WKH�WHUP�RI�WKH�WUDQVDFWLRQ�DQG��LQ�WKH�HYHQW�RI�D�ORVV�LW�VHUYHV�DV�D�OLDELOLW\�PDVV�ZKLFK�LV�FRPSOHWHO\�ORVW�LQ�WKH�ZRUVW�FDVH�
7KH�WUDQVIHU�RI�LQVXUDQFH�ULVNV�WR�WKH�FDSLWDO�PDUNHW�DQG�WKH�ILQDQFLQJ�RI�LQVXUDQFH�ULVNV�WKURXJK�WKHFDSLWDO�PDUNHW�LV VWLOO�D�YHU\�\RXQJ�ILHOG�RI�EXVLQHVV��7KH�YROXPH�RI�DOO�FDSLWDO�PDUNHW�WUDQVDFWLRQV�FDUULHGRXW�VLQFH����� H[FHHGV�86����EQ�7KH�LQLWLDO�IRFXV�ZDV�RQ�ULVN�ILQDQFLQJ�WKURXJK�WKH�FDSLWDO�PDUNHW��FRQWLQJHQW�FDSLWDO��OLTXLGLW\���ZKHUHDV�ULVN�WUDQVIHU�WR�WKH�FDSLWDO�PDUNHW�EHJDQ�JURZLQJ�LQ�VLJQLILFDQFH�DV�IURP�������:LWKLQ�WKH�IUDPHZRUN�RIPRUH�WKDQ��� ERQG�WUDQVDFWLRQV��DQ�LQVXUDQFH�FDSDFLW\�RI�PRUH�WKDQ�86�����EQ�KDV�EHHQ�JHQHUDWHG�RQWKH�FDSLWDO�PDUNHW�
&DSLWDO�PDUNHWV���5LVN�ILQDQFLQJ�DQG�WUDQVIHU

,Q�WKH�VHFXULWL]HG�ULVN�FODVVHV��WKHUH�LV�D�FOHDU�IRFXV�RQ�QDWXUDO�FDWDVWURSKHV��SODFHPHQW�YROXPHH[FHHGV�86���EQ���,Q�RWKHU�ULVN�FODVVHV�VXFK�DV�OLIH��FUHGLW��ZHDWKHU�RU�UHVLGXDO�YDOXH�LQVXUDQFHV�LQGLYLGXDO��ODUJH�YROXPH�WUDQVDFWLRQV�GRPLQDWH�
5LVN�VHFXULWL]DWLRQ���7RWDO�YROXPH�DQG�QXPEHU�RI�GHDOV
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,Q�WKH�SDVW��LW�KDV�HVVHQWLDOO\�EHHQ�ULVNV�ZLWK�D�ORZ�SUREDELOLW\�RI�RFFXUUHQFH�DQG�D�KLJK�ORVV�SRWHQWLDOWKDW�KDYH�EHHQ�WUDQVIHUUHG�WR�WKH�FDSLWDO�PDUNHW��7KH�SUREDELOLW\�RI�ORVV�RFFXUUHQFH�LV��DV�D�UXOH��OHVVWKDQ����IRU�VXFK�WUDQVDFWLRQV��WKH�UDWLQJ�EHWZHHQ�%%�DQG�%%%�1DWXUDO�FDWDVWURSKHV�ZLOO�FRQWLQXH�WR�EH�WKH�IRFXV�RI�VHFXULWL]DWLRQ�RI�LQVXUDQFH�ULVNV�LQ�IXWXUH�DV�ZHOO�'XH�WR�WKHLU�UHODWLYHO\�VKRUW�UXQ�RII�SHULRGV�DQG�WKH�SRVVLELOLW\�RI�LOOXVWUDWLQJ�WKH�ULVNV�ZLWKLQ�WKHIUDPHZRUN�RI�D�WUDQVSDUHQW�SDUDPHWULF�WULJJHU�RU�PDUNHW�ORVV�LQGH[�VWUXFWXUH��QDWXUDO�FDWDVWURSKH�ULVNVDUH�SHUIHFWO\�VXLWHG�IRU�VHFXULWL]DWLRQ��,Q�DGGLWLRQ�WR�WKLV��LW�LV�WKH�GRPDLQ�RI�QDWXUDO�FDWDVWURSKHV�WKDW�LVPRVW�VWURQJO\�DIIHFWHG�E\�FDSDFLW\�DQG�SULFH�IOXFWXDWLRQV�,Q�WKH�IDFH�RI�D�KDUGHQLQJ�UHLQVXUDQFH�PDUNHW�DQG�DQ�LQFUHDVH�LQ�FDSDFLW\�VKRUWDJHV��WKH�FDSLWDO�PDUNHWZLOO�KDYH�WR�SURYH�WKDW�LW�FDQ�HIIHFWLYHO\�JHQHUDWH�DGGLWLRQDO�DQG�DOWHUQDWLYH�FDSDFLW\�LQ�WKH�ORQJ�UXQ�
7KH�5ROH�RI�5HLQVXUHUV
5HLQVXUHUV�VXSSRUW�WKHLU�FOLHQWV�LQ�WKH�WUDQVIHU�RI�LQVXUDQFH�ULVNV�WR�WKH�FDSLWDO�PDUNHW��IXQFWLRQLQJ�DV�DVWUXFWXUHU�DQG�SURMHFW�PDQDJHU��GUDIWLQJ�DQG�SXWWLQJ�FDSLWDO�PDUNHW�VROXWLRQV�LQWR�SUDFWLFH�$V�D�UHLQVXUHU��5HLQVXUHUV�FDQ�DVVXPH�LPSRUWDQW�IXQFWLRQV�LQ�LQVXUDQFH�VHFXULWL]DWLRQ�DQG�LQVXUDQFHGHULYDWLYH�WUDQVDFWLRQV�WKDW�KDYH�D�GHFLVLYH�HIIHFW�RQ�ZKHWKHU�WKH�WUDQVDFWLRQ�LV�D�VXFFHVV�RU�QRW�
6WUXFWXUHU�DQG�SURMHFW�PDQDJHU$V�D�SURIHVVLRQDO�UHLQVXUHU��5HLQVXUHUV�DFW�DV�D�FRQVXOWDQW�WR�LWV�FOLHQWV�IRU�DOO�SURGXFWV��IURP�WUDGLWLRQDOUHLQVXUDQFH�WR�FRPSOH[�FDSLWDO�PDUNHW�VROXWLRQV��,W�LV�IURP�WKLV�SRVLWLRQ�WKDW�5HLQVXUHUV�SURYLGH�FOLHQWVXSSRUW�LQ�VHFXULWL]DWLRQ�WUDQVDFWLRQV�DV�D�VWUXFWXUHU�DQG�SURMHFW�PDQDJHU��5HLQVXUHUV�WKXV�DVVXUH�WKHLUFOLHQWV�GLUHFW�DFFHVV�WR�WKH�FDSLWDO�PDUNHW�
)URQWHU�DQG�WUDQVIRUPHU$�UHLQVXUHU�LV�QHHGHG�DV�D�IURQWHU�DQG�WUDQVIRUPHU�LQ�LQVXUDQFH�VHFXULWL]DWLRQ�WUDQVDFWLRQV�WR�HQVXUH�WKDWWKH�UHLQVXUDQFH�SUHPLXP�LV�WD[�GHGXFWLEOH�DQG�WKDW�VXSHUYLVRU\�UHJXODWLRQV�DUH�DGKHUHG�WR�
5LVN�HYDOXDWLRQ)RU�HDFK�LQVXUDQFH�VHFXULWL]DWLRQ�WUDQVDFWLRQ��DQ�LQVXUDQFH�ULVN�PXVW�EH�ZULWWHQ�E\�D�VSHFLDOLVW�ULVNFDUULHU EHIRUH�LW�FDQ�EH�WUDQVIHUUHG�WR�WKH�FDSLWDO�PDUNHW��7KH�XQGHUZULWLQJ�SURFHVV�HPEUDFHV�WKHDQDO\VLV�DQG�HYDOXDWLRQ�RI�WKH�XQGHUO\LQJ�ULVN�RU�ULVN�SRUWIROLR��,W�LV�PRVW�DGYDQWDJHRXV�WR�KDYH�WKHUHLQVXUHU�LQYROYHG�LQ�WKH�WUDQVDFWLRQ�SHUIRUP�WKH�XQGHU�ZULWLQJ�IXQFWLRQ�KHUH�
5LVN�DVVXPSWLRQ7KH�DLP�RI�LQVXUDQFH�VHFXULWL]DWLRQ�LV�WR�KDYH�LQVWLWXWLRQDO�LQYHVWRUV�DVVXPH�D�ULVN��,Q�VRPH�FDVHVKRZHYHU��UHLQVXUHUV�LQYROYHG�LQ�WKH�WUDQVDFWLRQ�PXVW�DOVR�DVVXPH�D�SDUW�RI�WKH�ULVN�LQ�RUGHU�WR�JXDUDQWHHWKH�YLDELOLW\�RI�WKH�WUDQVDFWLRQ�DQG�KHQFH�LWV�VXFFHVV�7KH�UHLQVXUHU�FDQ�WKXV�DVVXPH�WKH�EDVLV�ULVN�LQ�D�VHFXULWL]DWLRQ�WUDQVDFWLRQ��DV�ZHOO�DV�WKH�FXUUHQF\�ULVN�7KH�EDVLV�ULVN�FDQ�DOZD\V�EH�DVVXPHG�LQ�FDVHV�LQ�ZKLFK�WKH�ERQG�LVVXH�KDV�DQ�LQGH[�RU�D�SDUDPHWULFWULJJHU�DV�D�EDVLV�IRU�LQGHPQLILFDWLRQ�DQG�WKH�UHLQVXUHU�FRQFOXGHV�WKH�UHLQVXUDQFH�DJUHHPHQW�RQ�WKHEDVLV�RI�WKH�DFWXDO�ORVV�,Q�DGGLWLRQ�WR�WKLV��WKH�UHLQVXUHU�FDQ�DOVR�DVVXPH�WKH�FXUUHQF\�ULVN�LI�WKH�ERQG�LVVXH�DQG�WKH�UHLQVXUDQFHDJUHHPHQW�DUH�EDVHG�RQ�GLIIHUHQW�FXUUHQFLHV�
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5HLQVWDWHPHQW,Q�FRQWUDVW�WR�FRQYHQWLRQDO�UHLQVXUDQFH��VHFXULWL]DWLRQ�WUDQVDFWLRQV�GR�QRW�SURYLGH�IRU�DQ\�UHLQVWDWHPHQWRU�FRQWLQXDWLRQ�RI WKH�FRYHU�IROORZLQJ�WKH�RFFXUUHQFH�RI�D�ORVV�HYHQW��7KH�FRYHU�LV�H[KDXVWHG�ZLWK�WKHGHSOHWLRQ�RI�WKH�DYDLODEOH�DVVHWV�LQ�WKH�FROODWHUDO�WUXVW�$�UHLQVXUHU��KRZHYHU��PD\�H[WHQG�WKH�VFRSH�RI�FRYHU�E\�PHDQV�RI�D�UHLQVWDWHPHQW�
/RVV�DGMXVWPHQW7KH�UHLQVXUHUV H[SHULHQFH�LQ�WKH�ORVV�DGMXVWPHQW�SURFHVV�FDQ�SURYH�WR�EH�DQRWKHU�LPSRUWDQW�IDFWRU�LQ�DVHFXULWL]DWLRQ�WUDQVDFWLRQ�


